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Rules 1P – 13P are operative for securities that are trading on the Pillar trading platform. The Exchange will
announce by Trader Update when securities are trading on the Pillar trading platform.

Rules 5P and 8P, and related definitions in Rule 1P, are operative for the listing and trading of securities on the
Exchange.
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Rule 1.1. Definitions

 As used in Exchange rules, unless the context requires otherwise, the terms below will mean the following:

Authorized Trader

(a) The term "Authorized Trader" or "AT" means a person who may submit orders to the Exchange on behalf
of his or her member organization.

Away Market

(b) The term "Away Market" means any exchange, alternative trading system ("ATS") or other broker-dealer
(1) with which the Exchange maintains an electronic linkage and (2) that provides instantaneous responses to
orders routed from the Exchange. The Exchange will designate from time to time those ATSs or other broker-
dealers that qualify as Away Markets.

BBO

(c) The term "BBO" means the best bid or offer on the Exchange. The term "BB" means the best bid on the
Exchange and the term "BO" means the best offer on the Exchange.

Core Trading Hours

(d) The term "Core Trading Hours" means the hours of 9:30 a.m. Eastern Time through 4:00 p.m. Eastern
Time or such other hours as may be determined by the Exchange from time to time.

Effective National Market System Plan, Regular Trading Hours

(e) For purposes of Rule 7, the terms "effective national market system plan" and "regular trading hours,"
have the meanings set forth in Rule 600(b) of Regulation NMS under the Securities Exchange Act of 1934.

Eligible Security

(f) The term "Eligible Security" means any equity security (i) either listed on the Exchange or traded on the
Exchange pursuant to a grant of unlisted trading privileges under Section 12(f) of the Exchange Act and (ii)
specified by the Exchange to be traded on the Exchange or other facility, as the case may be.

Exchange

(g) The term "Exchange" means New York Stock Exchange LLC.

Exchange Act

(h) "Exchange Act" shall mean the Securities Exchange Act of 1934, as amended.

Exchange Book

(i) The term "Exchange Book" refers to the Exchange's electronic file of orders, which contains all orders
entered on the Exchange.

Exchange Traded Product and UTP Exchange Traded Product

(k) The term "Exchange Traded Product" means a security that meets the definition of "derivative securities
product" in Rule 19b-4(e) under the Securities Exchange Act of 1934 and a "UTP Exchange Traded Product"
means an Exchange Traded Product that trades on the Exchange pursuant to unlisted trading privileges.

FINRA

(l) The term "FINRA" means the Financial Industry Regulatory Authority, Inc.
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General Authorized Trader

(m) The term "General Authorized Trader" or "GAT" means an AT who performs only non-market making
activities on behalf of a member organization.

Marketable

(n) The term "Marketable" means, for a Limit Order, an order that can be immediately executed or routed.
Market Orders are always considered Marketable.

NBBO, Best Protected Bid, Best Protected Offer, Protected Best Bid and Offer (PBBO)

(o) The term "NBBO" means the national best bid or offer. The terms "NBB" mean the national best bid and
"NBO" means the national best offer. The terms "Best Protected Bid" or "PBB" means the highest Protected
Bid, and "Best Protected Offer" or "PBO" means the lowest Protected Offer, and the term "Protected Best Bid
and Offer" ("PBBO") means the Best Protected Bid and the Best Protected Offer.

NMS Stock

(p) The term "NMS stock" means any security, other than an option, for which transaction reports are
collected, processed, and made available pursuant to an effective transaction reporting plan.

Protected Bid, Protected Offer, Protected Quotation

(q) The term "Protected Bid" or "Protected Offer" means a quotation in an NMS stock that is (i) displayed
by an Automated Trading Center; (ii) disseminated pursuant to an effective national market system plan;
and (iii) an Automated Quotation that is the best bid or best offer of a national securities exchange or the
best bid or best offer of a national securities association. The term "Protected Quotation" means a quotation
that is a Protected Bid or Protected Offer. For purposes of the foregoing definitions, the terms "Automated
Trading Center," "Automated Quotation," "Manual Quotation," "Best Bid," and "Best Offer, have the meanings
ascribed to them in Rule 600(b) of Regulation NMS under the Securities Exchange Act.

Security

(r) The terms "security" and "securities" mean any security as defined in Section 3(a)(10) under the Securities
Exchange Act of 1934; provided, however, that for purposes of Rule 7E, such terms mean any NMS stock.

Self-Regulatory Organization ("SRO")

(s) The terms "self-regulatory organization" and "SRO" have the same meaning as set forth in the provisions
of the Securities Exchange Act of 1934 relating to national securities exchanges.

Trade-Through

(t) The term "trade-through" means the purchase or sale of an NMS stock during regular trading hours, either
as principal or agent, at a price that is lower than a Protected Bid or higher than a Protected Offer.

Trading Facilities

(u) The term "Trading Facilities" or "Facilities" mean any and all electronic or automatic trading systems
provided by the Exchange to member organizations.

UTP Listing Market

(v) The term "UTP Listing Market" means the primary listing market for a UTP Security.

UTP Regulatory Halt

(w) The term "UTP Regulatory Halt" means a trade suspension, halt, or pause called by the UTP Listing
Market in a UTP Security that requires all market centers to halt trading in that security.

UTP Security

(x) The term "UTP Security" means a security that is listed on a national securities exchange other than the
Exchange and that trades on the Exchange pursuant to unlisted trading privileges.
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The Exchange will not list any Exchange Traded Product pursuant to this Rule that has any component
NMS Stock that is listed on the Exchange or that is based on, or represents an interest in, an underlying
index or reference asset that includes an NMS Stock listed on the Exchange.

Rule 5.1 Unlisted Trading Privileges
(a)   General Provisions and Unlisted Trading Privileges.
 

(1)   The Exchange may extend unlisted trading privileges ("UTP") to any security that is an NMS Stock
(as defined in Rule 600 of Regulation NMS under the Exchange Act) that is listed on another national
securities exchange or with respect to which unlisted trading privileges may otherwise be extended in
accordance with Section 12(f) of the Exchange Act. Any such security will be subject to all Exchange
trading rules applicable to securities trading on the Exchange, unless otherwise noted.

(2)   UTP Exchange Traded Product. Any UTP security that is a "new derivative securities product"
as defined in Rule 19b-4(e) under the Exchange Act (a "UTP Exchange Traded Product") and traded
pursuant to Rule 19b-4(e) under the Exchange Act will be subject to the additional following rules:
 

(A)   Information Circular. The Exchange will distribute an information circular prior to the
commencement of trading in each such UTP Exchange Traded Product that generally includes
the same information as is contained in the information circular provided by the listing exchange,
including (a) the special risks of trading the new Exchange Traded Product, (b) the Exchange
Rules that will apply to the new Exchange Traded Product, including Rules 2090 and 2111, and (c)
information about the dissemination of value of the underlying assets or indices.

(B)   Product Description.
 

(i)   Prospectus Delivery Requirements. Member organizations are subject to the prospectus
delivery requirements under the Securities Act of 1933, unless the UTP Exchange Traded
Product is the subject of an order by the Securities and Exchange Commission exempting the
product from certain prospectus delivery requirements under Section 24(d) of the Investment
Company Act of 1940 and the product is not otherwise subject to prospectus delivery
requirements under the Securities Act of 1933.

(ii)   Written Description of Terms and Conditions. The Exchange will inform member
organizations of the application of the provisions of this subparagraph to UTP Exchange Traded
Products by means of an information circular. The Exchange requires that member organizations
provide each purchaser of UTP Exchange Traded Products a written description of the terms
and characteristics of those securities, in a form approved by the Exchange or prepared by the
open-ended management company issuing such securities, not later than the time a confirmation
of the first transaction in such securities is delivered to such purchaser. In addition, member
organizations will include a written description with any sales material relating to UTP Exchange
Traded Products that is provided to customers or the public. Any other written materials provided
by a member organization to customers or the public making specific reference to the UTP
Exchange Traded Products as an investment vehicle must include a statement substantially in
the following form:

"A circular describing the terms and characteristics of [the UTP Exchange Traded
Products] has been prepared by the [open-ended management investment company
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name] and is available from your broker. It is recommended that you obtain and review
such circular before purchasing [the UTP Exchange Traded Products]."

A member organization carrying an omnibus account for a non-member organization is required
to inform such non-member organization that execution of an order to purchase UTP Exchange
Traded Products for such omnibus account will be deemed to constitute an agreement by the
non-member organization to make such written description available to its customers on the
same terms as are directly applicable to the member organization under this Rule.

(iii)   Customer Requests for a Prospectus. Upon request of a customer, a member organization
will also provide a prospectus for the particular UTP Exchange Traded Product.

(C)   Trading Halts. The Exchange will halt trading in a UTP Exchange Traded Product as provided
for in Rule 7.18. Nothing in this rule will limit the power of the Exchange under the Rules or
procedures of the Exchange with respect to the Exchange's ability to suspend trading in any
securities if such suspension is necessary for the protection of investors or in the public interest.

(D)   Market Maker Restrictions. The following restrictions will apply to each member organization
registered as a market maker on the Exchange in a UTP Exchange Traded Product that derives its
value from one or more currencies, commodities, or derivatives based on one or more currencies or
commodities, or is based on a basket or index composed of currencies or commodities (collectively,
"Reference Assets"):
 

(i)   The member organization acting as a registered market maker on the Exchange in a
UTP Exchange Traded Product must file with the Exchange, in a manner prescribed by the
Exchange, and keep current a list identifying all accounts for trading the underlying physical
asset or commodity, related futures or options on futures, or any other related derivatives,
which the member organization acting as registered market maker on the Exchange may
have or over which it may exercise investment discretion. No member organization acting as
a registered market maker on the Exchange in the UTP Exchange Traded Product will trade in
the underlying physical asset or commodity, related futures or options on futures, or any other
related derivatives, in an account in which a member organization acting as a registered market
maker on the Exchange, directly or indirectly, controls trading activities, or has a direct interest
in the profits or losses thereof, which has not been reported to the Exchange as required by this
Rule.

(ii)   A market maker on the Exchange will, in a manner prescribed by the Exchange, file with
the Exchange and keep current a list identifying any accounts ("Related Instrument Trading
Accounts") for which related instruments are traded:

(a) in which the market maker holds an interest;

(b) over which it has investment discretion; or

(c) in which it shares in the profits and/or losses.

A market maker on the Exchange may not have an interest in, exercise investment discretion
over, or share in the profits and/or losses of a Related Instrument Trading Account that has not
been reported to the Exchange as required by this Rule.

(iii)   In addition to the existing obligations under Exchange rules regarding the production of
books and records, a market maker on the Exchange will, upon request by the Exchange, make
available to the Exchange any books, records, or other information pertaining to any Related
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Instrument Trading Account or to the account of any registered or non-registered employee
affiliated with the market maker on the Exchange for which related instruments are traded.

(iv)   A market maker on the Exchange will not use any material nonpublic information in
connection with trading a related instrument.

(E)   Surveillance. The Exchange will enter into comprehensive surveillance sharing agreements
with markets that trade components of the index or portfolio on which the UTP Exchange Traded
Product is based to the same extent as the listing exchange's rules require the listing exchange to
enter into comprehensive surveillance sharing agreements with such markets.

(b)   Definitions

The following terms used in Rules 5.2 through 5.5 will, unless otherwise indicated, have the meanings
herein specified:

(1)   The term "security" means any security as defined in Rule 3(a)(10) under the Securities Exchange
Act of 1934.

(2)   The term "equity security" will include any equity security defined as such pursuant to Rule 3a11-1
under the Securities Exchange Act of 1934.

(3)   Reserved.

(4)   The term "listed" and the phrase "listed on the Exchange" mean a security that has been listed
on the Exchange pursuant to Section 12(b) of the Securities Act of 1934. Such security will be listed
pursuant to a formal application and request for such listing filed by the issuing company.

(5)   The term "beneficial holder" means any person who, directly or indirectly through any contract,
arrangement, understanding, relationship, or otherwise has or shares:
 

(i)   voting power that includes the power to vote or to direct the voting of, such securities; and/or

(ii)   investment power that includes the power to dispose, or to direct the disposition of such
security.

(6)   The term "public beneficial holder" means a beneficial holder, who, with respect to the issuer, is
not a director or officer or member of the immediate family thereof or an affiliate or associate thereof,
and whose ownership of an equity security is less than 5% of the total number of shares issued and
outstanding.

(7)   Reserved.

(8)   Reserved.

(9)   The term "net worth" means the total assets (excluding the value of goodwill) less total liabilities.

(10)   Reserved.

(11)   The term "publicly held shares" means the total number of shares issued and outstanding
exclusive of any shares held by directors, officers, or their immediate families and other concentrated
holdings of 5% or more.

(12)   The term "common stock" will include any security of an issuer designated as common stock
and any security of an issuer, however designated, which by statute or by its terms, is a common stock
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(e.g., a security which entitles the holders thereof to vote generally on matters submitted to the issuer's
security holders for a vote).

(13)   A "unit investment trust interest" means an interest in a trust consisting of or otherwise based
upon the following:
 

(i)   a portfolio of stocks included in a domestic broad-based stock market index, which is of the
type the Securities and Exchange Commission has previously reviewed and approved for index
products; and/or

(ii)   a portfolio of money market instruments or other debt securities that may be listed on the
Exchange.

(14)   Equity Linked Notes ("ELNs") are notes that are linked, in whole or in part, to the market
performance of a common stock, non-convertible preferred stock or sponsored American Depository
Receipts ("ADRs") overlying such equity securities.

(15)   A Unit is a security that represents an interest in a registered investment company ("Investment
Company") that could be organized as a unit investment trust, an open-end management investment
company, or a similar entity.

(16)   The term "Reporting Authority" in respect of a particular series of Investment Company Units
("Units") means the Exchange, a subsidiary of the Exchange, or an institution or reporting service
designated by the Exchange or its subsidiary as the official source for calculating and reporting
information relating to such series, including, but not limited to, any current index or portfolio value; the
current value of the portfolio of any securities required to be deposited in connection with issuance of
Units; the amount of any dividend equivalent payment or cash distribution to holders of Units, net asset
value, or other information relating to the issuance, redemption or trading of Units. Nothing in Rule
5.2(j)(3) implies that an institution or reporting service that is the source for calculating and reporting
information relating to ICUs must be designated by the Exchange. The term "Reporting Authority" will
not refer to an institution or reporting service not so designated.

(17)   Reserved.

(18)   The term Exchange-Traded Funds ("ETFs") include unit investment trusts, portfolio depository
receipts and trust issued receipts designed to track the performance of the broad stock or bond market,
stock industry sector, and U.S. Treasury and corporate bonds, among other things.

(19)   Reserved.

Adopted: December 30, 2015 (NYSE-2015-67).
Amended: March 10, 2017 (NYSE-2016-44); October 3, 2018 (NYSE-2018-30).

Rule 5.2
(a)-(i)   Reserved

(j)   Exchange Traded Products
 

(1)   Reserved.

(2)   Equity Linked Notes ("ELNs")

The Exchange may approve for listing and trading ELNs pursuant to Rule 19b-4(e) under the Securities
and Exchange Act of 1934. The following listing requirements must be met on an initial and continued
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listing basis (except that the requirements in Rule 5.2(j)(2)(B)(i)(c)-(d) must only be met on an initial
basis):

(A)   Issuer Listing Standards.

The issuer of ELNs must be an entity that:

(i)   has assets in excess of $100 million and stockholders' equity of at least $10 million;

(ii)   has one of the following: (1) pre-tax income from continuing operations of at least $750,000
in its last fiscal year, or in two of its last three fiscal years, (2) assets in excess of $200 million
and stockholders' equity of at least $10 million; or (3) assets in excess of $100 million and
stockholders' equity of at least $20 million; and

(iii)   has a minimum tangible net worth in excess of $250 million, and otherwise substantially
exceeds the income requirements set forth above in paragraph (A)(ii)(1). In the alternative, the
issuer must: (1) have a minimum tangible net worth of $150 million and to otherwise substantially
exceed the income requirements set forth in paragraph (A)(ii)(1), and (2) not have issued such
securities where the original issue price of all the issuer's other ELN offerings (combined with
ELN offerings of the issuer's affiliates) listed on a national securities exchange exceeds 25% of
the issuer's net worth.

(B)   ELN Listing Standards.
 

(i)   The issue must have:
 

(a)   a minimum public distribution of one million ELNs (provided, however, that if the ELN is
traded in $1,000 denominations, there is no minimum public distribution);

(b)   a minimum of 400 public holders of the ELNs (provided, however, that if the ELN is
traded in $1,000 denominations, or if the ELNs are redeemable at the option of the holders
thereof on at least a weekly basis, there is no minimum number of holders);

(c)   a minimum market value of $4 million; and

(d)   a minimum term of one year.

(C)   Minimum Standards Applicable to the Linked Securities.
 

(i)   Each underlying security must have:
 

(a)   a market capitalization of at least $3 billion and trading volume in the United States of at
least 2.5 million shares in the one-year period preceding the listing of the ELNs; or

(b)   a market capitalization of at least $1.5 billion and trading volume in the United States of
at least 10 million shares in the one-year period preceding the listing of the ELNs; or

(c)   a market capitalization of at least $500 million and trading volume in the United States of
at least 15 million shares in the one-year period preceding the listing of the ELNs.

(ii)   Each issuer of an underlying security to which the ELN is to be linked will be either a
Securities Exchange Act of 1934 reporting company or an Investment Company Act of 1940
registered investment company. In either case, any underlying security to which the ELN is to
be linked will be listed on a national securities exchange. In addition, if any underlying security
to which the ELN is to be linked is the stock of a non-U.S. company which is traded in the U.S.
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market as sponsored American Depositary Shares ("ADS"), ordinary shares or otherwise, then
for each such security, one of the following conditions must be met:
 

(1)   the Exchange has a comprehensive surveillance sharing agreement in place with the
primary exchange on which each non-U.S. security is traded (in the case of an ADS, the
primary exchange on which the security underlying the ADS is traded);

(2)   the combined trading volume of each non-U.S. security (a security issued by a non-U.S.
company) and other related non-U.S. securities occurring in the U.S. market or in markets
with which the Exchange has in place a comprehensive surveillance sharing agreement
represents (on a share equivalent basis for any ADSs) at least 50% of the combined world-
wide trading volume in each non-U.S. security, other related non-U.S. securities, and other
classes of shares related to each non-U.S. security over the six month period preceding the
date of listing; or

(3)  

(A)   the combined trading volume of each non-U.S. security and other related non-U.S.
securities occurring in the U.S. market represents (on a share equivalent basis) at least
20% of the combined world-wide trading volume in each non-U.S. security and in other
related non-U.S. securities over the six-month period preceding the date of selection of
the non-U.S. security for an ELN listing; (B) the average daily trading volume for each non-
U.S. security in the U.S. markets over the six-month period preceding the date of selection
of each non-U.S. security for an ELN listing is 100,000 or more shares; and (C) the trading
volume for each non-U.S. security in the U.S. market is at least 60,000 shares per day for
a majority of the trading days for the six-month period preceding the date of selection of
the non-U.S. security for an ELN listing.

(iii)   If any underlying security to which the ELN is to be linked is the stock of a non-U.S.
company that is traded in the U.S. market as a sponsored ADS, ordinary shares or otherwise,
then the minimum number of holders of the underlying security will be 2,000.

(D)   Limits on the Number of ELNs Linked to a Particular Security.
 

(i)   The issuance of ELNs relating to any underlying U.S. security may not exceed five percent
of the total outstanding shares of such underlying security. In addition, the issuance of ELNs
relating to any underlying non-U.S. security represented by ADSs, shares, or otherwise, may not
exceed:
 

(a)   two percent of the total shares outstanding worldwide if at least 20 percent of the
worldwide trading volume in each non-U.S. security and related non-U.S. security occurs in
the U.S. market during the six-month period preceding the date of listing; or

(b)   three percent of the total shares outstanding worldwide if at least 50 percent of the
worldwide trading volume in each non-U.S. security and related non-U.S. security occurs in
the U.S. market during the six-month period preceding the date of listing; and

(c)   five percent of the total shares outstanding worldwide if at least 70 percent of the
worldwide trading volume in each non-U.S. security and related non-U.S. security occurs in
the U.S. market during the six-month period preceding the date of listing.
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If any non-U.S. security and related securities has less than 20% of the worldwide trading
volume occurring in the U.S. market during the six month period preceding the date of listing,
then the ELN may not be linked to that non-U.S. security.

If an issuer proposes to list ELNs that relate to more than the allowable percentages specified
above, then the Exchange, with the concurrence of the staff of the Division of Trading and
Markets of the Securities and Exchange Commission, will evaluate the maximum percentage of
ELNs that may be issued on a case-by-case basis.

(E)   Prior to the commencement of trading of particular ELNs listing pursuant to this Rule, the
Exchange will evaluate the nature and complexity of the issue and, if appropriate, distribute a
circular to the member organization providing guidance regarding compliance responsibilities
(including suitability recommendations and account approval) when handling transactions in ELNs.

(F)   ELNs will be treated as equity instruments.

(G)   The Exchange may submit a rule filing pursuant to Section 19(b) of the Securities Exchange
Act of 1934 to permit the listing and trading of a series of ELNs that do not otherwise meet the
standards set forth in this Rule 5.2(j)(2). All statements or representations contained in such rule
filing regarding (a) the underlying linked-stock or portfolio, (b) limitations on the underlying linked-
stock or portfolio, or (c) the applicability of Exchange listing rules specified in such rule filing will
constitute continued listing requirements. An issuer of such securities must notify the Exchange
of any failure to comply with such continued listing requirements. If a series of ELNs does not
satisfy these requirements, the Exchange may halt trading in the securities and will initiate delisting
proceedings pursuant to Rule 5.5(m).

(3)   Investment Company Units

The Exchange will consider for listing and trading units of trading ("Units") that meet the criteria of this
Rule. A Unit is a security that represents an interest in a registered investment company ("Investment
Company") that could be organized as a unit investment trust, an open-end management investment
company, or a similar entity. The term "US Component Stock" will mean an equity security that is
registered under Sections 12(b) or 12(g) of the Securities Exchange Act of 1934 or an American
Depositary Receipt, the underlying equity security of which is registered under Sections 12(b) or 12(g)
of the Securities Exchange Act of 1934. The term "Non-US Component Stock" will mean an equity
security that is not registered under Sections 12(b) or 12(g) of the Securities Exchange Act of 1934 and
that is issued by an entity that (a) is not organized, domiciled or incorporated in the United States, and
(b) is an operating company (including Real Estate Investment Trusts (REITS) and income trusts, but
excluding investment trusts, unit trusts, mutual funds, and derivatives).

The Exchange may submit a rule filing pursuant to Section 19(b) of the Securities Exchange Act of
1934 to permit the listing and trading of a series of Units that do not otherwise meet the standards
set forth below. All statements or representations contained in such rule filing regarding (a) the
description of the index, portfolio or reference asset, (b) limitations on index or portfolio holdings
or reference assets, or (c) the applicability of Exchange listing rules specified in such rule filing will
constitute continued listing requirements. An issuer of such securities must notify the Exchange of any
failure to comply with such continued listing requirements. If a series of Units does not satisfy these
requirements, the Exchange may halt trading in the securities and will initiate delisting proceedings
pursuant to Rule 5.5(m).

(A)   Unit Listing Standards
 

(i)   The Investment Company must:
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(a)   hold securities (including fixed income securities) comprising, or otherwise based on or
representing an interest in, an index or portfolio or securities; or

(b)   hold securities in another registered investment company that holds securities as
described in (a) above.

An index or portfolio may be revised as necessary or appropriate to maintain the quality and
character of the index or portfolio.

(ii)   The Investment Company must issue Units in a specified aggregate number in return for a
deposit (the "Deposit") consisting of either:
 

(a)   a specified number of shares of securities (and, if applicable, a specified portfolio of
fixed income securities) that comprise the index or portfolio, or are otherwise based on
or represent an investment in securities comprising such index or portfolio, and/or a cash
amount; or

(b)   shares of a registered investment company, as described in subsection (A)(i)(a) above,
and/or a cash amount.

(iii)   Units must be redeemable, directly or indirectly, from the Investment Company for
securities (including fixed income securities) and/or cash then comprising the Deposit. Units
must pay holders periodic cash payments corresponding to the regular cash dividends or
distributions declared with respect to the securities held by the Investment Company, less
applicable expenses and charges.

(iv)   The minimum number of Units required to be outstanding at the commencement of trading
is set forth in Supplementary Material .01 paragraph (d) of this Rule.

(v)   The Exchange will obtain a representation from the issuer of each series of Units that the
net asset value per share for the series will be calculated daily and will be made available to all
market participants at the same time.

(B)   Underlying Indices and Portfolios. The Exchange may list and trade specified series of Units,
with each Series based on a specified index or portfolio of securities. The value of the index or
portfolio must be calculated and disseminated to the public at least once per business day; provided
that, if the securities representing at least half the value of the index or portfolio are securities
of a single country other than the United States, then the value of the index or portfolio may be
calculated and disseminated to the public at least once per business day in that country.

(C)   Form of Certificates. Units may be either certified or issued in the form of a single global
certificate.

(D)   Limitation of Liability of the Exchange. Neither the Exchange, the Reporting Authority nor any
agent of the Exchange will have any liability for damages, claims, losses or expenses caused by
any errors, omissions, or delays in calculating or disseminating any current index or portfolio value
the current value of the portfolio of securities required to be deposited to the open-end management
investment company; the amount of any dividend equivalent payment or cash distribution to
holders of Units; net asset value; or other information relating to the creation, redemption or
trading of Units, resulting from any negligent act or omission by the Exchange, or the Reporting
Authority, or any agent of the Exchange, or any act, condition or cause beyond the reasonable
control of the Exchange or its agent, or the Reporting Authority, including, but not limited to, an
act of God; fire; flood; extraordinary weather conditions; war; insurrection; riot; strike; accident;
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action of government; communications or power failure; equipment or software malfunction; or
any error, omission or delay in the reporting of transactions in one or more underlying securities.
The Exchange makes no warranty, express or implied, as to results to be obtained by any person
or entity from the use of Units or any underlying index or data included therein and the Exchange
makes no express or implied warranties, and disclaims all warranties of merchantability or fitness
for a particular purpose with respect to Units or any underlying index or data included therein. This
limitation of liability will be in addition to any other limitation contained in the Exchange's Bylaws and
Rules.

Supplementary Material:

.01 Equity. The Exchange may approve a series of Units for listing and trading pursuant
to Rule 19b-4(e) under the Securities Exchange Act of 1934. Units listed pursuant to Rule
19b-4(e) will satisfy the criteria set forth in (a)(A), (B) or (C) and (b), (c) and (f) through (h)
below on an initial and continued listing basis, provided further, that the Exchange may
not so approve a series of Units that are issued by an open-end management investment
company that seeks to provide investment results, before fees and expenses, in an amount
that exceeds -300% of the percentage performance on a given day of a particular domestic
equity, international or global equity securities index.

(a) Eligibility Criteria for Index Components.

(A) US index or portfolio. Components of an index or portfolio of (a) only US
Component Stocks or (b) US Component Stocks and cash underlying a series
of Units listed pursuant to Rule 19b-4(e) under the Securities Exchange Act of
1934 will meet the following criteria on an initial and continued listing basis:

(1) Component stocks (excluding Units and securities defined in Section
2 of Rule 8P, collectively, "Exchange Traded Products") that in the
aggregate account for at least 90% of the weight of the US Component
Stocks portion of the index or portfolio (excluding such Exchange
Traded Products) each will have a minimum market value of at least
$75 million;

(2) Component stocks (excluding Exchange Traded Products) that in
the aggregate account for at least 70% of the US Component Stocks
portion of the weight of the index or portfolio (excluding such Exchange
Traded Products) each will have a minimum monthly trading volume
of 250,000 shares, or minimum notional volume traded per month of
$25,000,000, averaged over the last six months;

(3) The most heavily weighted component stock (excluding Exchange
Traded Products) will not exceed 30% of the US Component
Stocks portion of the weight of the index or portfolio, and, to the
extent applicable, the five most heavily weighted component stocks
(excluding Exchange Traded Products) will not exceed 65% of the US
Component Stocks portion of the weight of the index or portfolio;

(4) The index or portfolio will include a minimum of 13 component
stocks; provided, however, that there will be no minimum number
of component stocks if (a) one or more series of Units or Portfolio
Depositary Receipts (as defined in Section 2 of Rule 8P) constitute,
at least in part, components underlying a series of Units, or (b) one or
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more series of Exchange Traded Products account for 100% of the US
Component Stocks portion of the weight of the index or portfolio; and

(5) All securities in the index or portfolio will be US Component Stocks
listed on a national securities exchange and will be NMS Stocks as
defined in Rule 600 of Regulation NMS under the Securities Exchange
Act of 1934.

(B) International or global index or portfolio. Components of an index or portfolio
underlying a series of Units listed pursuant to Rule 19b-4(e) under the Securities
Exchange Act of 1934 that consist of (a) only Non-US Component Stocks, (b)
Non-US Component Stocks and cash, (c) both US Component Stocks and Non-
US Component Stocks, or (d) US Component Stocks, Non-US Component
Stocks and cash will meet the following criteria on an initial and continued listing
basis:

(1) Component stocks (excluding Exchange Traded Products) that in
the aggregate account for at least 90% of the weight of the combined
US and Non-US Component Stocks portions of the index or portfolio
(excluding such Exchange Traded Products) each will have a minimum
market value of at least $100 million;

(2) Component stocks (excluding Exchange Traded Products) that in the
aggregate account for at least 70% of the combined US and Non-
US Component Stocks portions of the weight of the index or portfolio
(excluding such Exchange Traded Products) each will have a minimum
global monthly trading volume of 250,000 shares, or minimum global
notional volume traded per month of $25,000,000, averaged over the
last six months;

(3) The most heavily weighted component stock (excluding Exchange
Traded Products) will not exceed 25% of the combined US and
Non-US Component Stocks portions of the weight of the index or
portfolio, and, to the extent applicable, the five most heavily weighted
component stocks (excluding Exchange Traded Products) will not
exceed 60% of the combined US and Non-US Component Stocks
portions of the weight of the index or portfolio;

(4) The index or portfolio will include a minimum of 20 component
stocks; provided, however, that there will be no minimum number
of component stocks if (a) one or more series of Units or Portfolio
Depositary Receipts constitute, at least in part, components underlying
a series of Units, or (b) one or more series of Exchange Traded
Products account for 100% of the weight of the combined US and Non-
US Component Stocks portions of the index or portfolio; and

(5) Each US Component Stock will be listed on a national securities
exchange and will be an NMS Stock as defined in Rule 600 of
Regulation NMS under the Securities Exchange Act of 1934, and each
Non-US Component Stock will be listed and traded on an exchange
that has last-sale reporting.

(C) Index or portfolio approved in connection with options or other derivative
securities. For the initial and continued listing of a series of Units pursuant
to Rule 19b-4(e) under the Securities Exchange Act of 1934, the index or
portfolio underlying the series of Units will have been reviewed and approved
for trading of options, Portfolio Depositary Receipts, Units, Index-Linked
Exchangeable Notes or Index-Linked Securities by the Securities and Exchange
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Commission under Section 19(b) of the Securities Exchange Act of 1934 and
rules thereunder and the conditions set forth in the Securities and Exchange
Commission's approval order, including comprehensive surveillance sharing
agreements with respect to Non-US Component Stocks and the requirements
regarding dissemination of information, continue to be satisfied. On an initial and
continued listing basis, each component stock of the index or portfolio will be
either (i) a US Component Stock that is listed on a national securities exchange
and is an NMS Stock as defined in Rule 600 of Regulation NMS under the
Securities Exchange Act of 1934, or (ii) a Non-US Component Stock that is listed
and traded on an exchange that has last-sale reporting.

(b) Index Methodology and Calculation.

(1) If the index is maintained by a broker-dealer or fund advisor, the broker-dealer
or fund advisor will erect and maintain a "firewall" around the personnel who
have access to information concerning changes and adjustments to the index
and the index will be calculated by a third party who is not a broker-dealer or
fund advisor. In addition, any advisory committee, supervisory board, or similar
entity that advises a Reporting Authority or that makes decisions on the index
or portfolio composition, methodology and related matters, must implement
and maintain, or be subject to, procedures designed to prevent the use and
dissemination of material non-public information regarding the applicable index;
and

(2) The current index value for Units listed pursuant to (a) Supplementary
Material .01(a)(A) above will be widely disseminated by one or more major
market data vendors at least every 15 seconds during the Exchange's normal
trading hours; (b) Supplementary Material .01(a)(B) above will be widely
disseminated by one or more major market data vendors at least every 60
seconds during the Exchange's normal trading hours; or (c) Supplementary
Material .01(a)(C) above will be widely disseminated during the Exchange's
normal trading hours by one or more major market data vendors at least every
15 seconds with respect to indexes containing only US Component Stocks
and at least every 60 seconds with respect to indexes containing Non-US
Component Stocks. If the official index value does not change during some or
all of the period when trading is occurring on the Exchange (for example, for
indexes of Non-US Component Stocks because of time zone differences or
holidays in the countries where such indexes' component stocks trade), then
the last calculated official index value must remain available throughout the
Exchange's normal trading hours.

(c) Disseminated Information. One or more major market data vendors will disseminate for
each series of Units listed or traded on the Exchange an estimate, updated at least every
15 seconds during the Exchange's normal trading hours, of the value in U.S. dollars of
a share of each series (the "Intraday Indicative Value"). The "Intraday Indicative Value"
may be based, for example, upon current information regarding the required deposit of
securities and cash amount to permit creation of new shares of the series or upon the
index value. The Intraday Indicative Value will be updated at least every 15 seconds
during the Exchange's normal trading hours to reflect changes in the exchange rate
between the U.S. dollar and the currency in which any component stock is denominated.
If the Intraday Indicative Value does not change during some or all of the period when
trading is occurring on the Exchange, then the last official calculated Intraday Indicative
Value must remain available throughout the Exchange's normal trading hours.
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(d) Initial Shares Outstanding. A minimum of 100,000 shares of a series of Units is required to
be outstanding at commencement of trading.

(e) Hours of Trading. The hours of trading for series of Units are the Exchange's normal
trading hours.

(f) Surveillance Procedures. The Exchange will implement written surveillance procedures for
Units.

(g) Disclosures. The provisions of this subparagraph apply only to series of Units that are the
subject of an order by the Securities and Exchange Commission exempting such series
from certain prospectus delivery requirements under Section 24(d) of the Investment
Company Act of 1940 and are not otherwise subject to prospectus delivery requirements
under the Securities Act of 1933. The Exchange will inform member organizations
regarding application of these provisions of this subparagraph to a particular series of
Units by means of an information circular prior to commencement of trading in such series.

The Exchange requires that member organizations provide to all purchasers of a
series of Units a written description of the terms and characteristics of those securities,
in a form approved by the Exchange or prepared by the open-end management
investment company issuing such securities, not later than the time a confirmation of
the first transaction in such series is delivered to such purchaser. In addition, member
organizations will include such a written description with any sales material relating to
a series of Units that is provided to customers or the public. Any other written materials
provided by a member organization to customers or the public making specific reference
to a series of Units as an investment vehicle must include a statement in substantially the
following form: "A circular describing the terms and characteristics of (the series of Units)
has been prepared by the (open-end management investment company name) and is
available from your broker. It is recommended that you obtain and review such circular
before purchasing (the series of Units)."

A member organization carrying an omnibus account for a non-member organization is
required to inform such non-member organization that execution of an order to purchase
a series of Units for such omnibus account will be deemed to constitute agreement by the
non-member organization to make such written description available to its customers on
the same terms as are directly applicable to member organizations under this rule.

Upon request of a customer, a member organization will also provide a prospectus for the
particular series of Units.

(h) Creation and Redemption. For Units listed pursuant to Supplementary Material .01(a)(B)
or (C) above, the statutory prospectus or the application for exemption from provisions of
the Investment Company Act of 1940 for the series of Units must state that the series of
Units must comply with the federal securities laws in accepting securities for deposits and
satisfying redemptions with redemption securities, including that the securities accepted
for deposits and the securities used to satisfy redemption requests are sold in transactions
that would be exempt from registration under the Securities Act of 1933.

.02 Fixed Income. Fixed Income Securities are debt securities that are notes, bonds,
debentures or evidence of indebtedness that include, but are not limited to, U.S. Department
of Treasury securities ("Treasury Securities"), government-sponsored entity securities ("GSE
Securities"), municipal securities, trust preferred securities, supranational debt and debt of a
foreign country or a subdivision thereof. The Exchange may approve a series of Units based
on Fixed Income Securities for listing and pursuant to Rule 19b-4(e) under the Securities
Exchange Act of 1934 provided such portfolio or index (i) has been reviewed and approved
for the trading of options, Units, Portfolio Depository Receipts, Index-Linked Exchangeable
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Notes or Index-Linked Securities by the Commission under Section 19(b) of the Securities
Exchange Act of 1934 and rules thereunder and the conditions set forth in the Commission's
approval order, continue to be satisfied or (ii) satisfy the following criteria, and provided
further, that the Exchange may not so approve a series of Units that are issued by an open-
end management investment company that seeks to provide investment results, before fees
and expenses, in an amount that exceeds -300% of the percentage performance on a given
day of a particular Fixed Income Securities index. Units listed pursuant to Rule 19b-4(e) shall
satisfy the criteria set forth in (a) through (c), (f) and (g) below on an initial and continued
listing basis.

(a) Eligibility Criteria for Index Components. Components of an index or portfolio underlying a
series of Units listed pursuant to Rule 19b-4(e) under the Securities Exchange Act of 1934
will meet the following criteria on an initial and continued listing basis:

(1) The index or portfolio must consist of (a) only Fixed Income Securities or (b)
Fixed Income Securities and cash;

(2) Fixed Income Security components that in aggregate account for at least 75% of
the Fixed Income Securities portion of the weight of the index or portfolio each
will have a minimum original principal amount outstanding of $100 million or
more;

(3) A component may be a convertible security, however, once the convertible
security component converts to the underlying equity security, the component is
removed from the index or portfolio;

(4) No component fixed-income security (excluding Treasury Securities and GSE
Securities) will represent more than 30% of the Fixed Income Securities portion
of the weight of the index or portfolio, and the five most heavily weighted
component fixed-income securities in the index or portfolio will not in the
aggregate account for more than 65% of the Fixed Income Securities portion of
the weight of the index or portfolio;

(5) An underlying index or portfolio (excluding one consisting entirely of exempted
securities) must include a minimum of 13 non-affiliated issuers; and

(6) Component securities that in aggregate account for at least 90% of the Fixed
Income Securities portion of the weight of the index or portfolio must be either
a) from issuers that are required to file reports pursuant to Sections 13 and
15(d) of the Securities Exchange Act of 1934; b) from issuers that have a
worldwide market value of its outstanding common equity held by non-affiliates
of $700 million or more; c) from issuers that have outstanding securities that are
notes, bonds debentures, or evidence of indebtedness having a total remaining
principal amount of at least $1 billion; d) exempted securities as defined in
Section 3(a)(12) of the Securities Exchange Act of 1934; or e) from issuers
that are a government of a foreign country or a political subdivision of a foreign
country.

(b) Index Methodology and Calculation.

(i) If the index is maintained by a broker-dealer or fund advisor, the broker-dealer or
fund advisor will erect and maintain a "firewall" around the personnel who have
access to information concerning changes and adjustments to the index;

(ii) The current index value for Units listed pursuant to Supplementary
Material .02(a) above will be widely disseminated by one or more major market
data vendors at least once per day and if the index value does not change
during some or all of the period when trading is occurring on the Exchange,
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the last official calculated index value must remain available throughout the
Exchange's normal trading hours; and

(iii) Any advisory committee, supervisory board, or similar entity that advises
a Reporting Authority or that makes decisions on the index composition,
methodology and related matters, must implement and maintain, or be subject
to, procedures designed to prevent the use and dissemination of material non-
public information regarding the applicable index.

(c) Disseminated Information. One or more major market data vendors will disseminate for
each series of Units listed pursuant to Supplementary Material .02(a) above an estimate,
updated at least every 15 seconds during the Exchange's normal trading hours, of the
value of a share of each series (the "Intraday Indicative Value"). The Intraday Indicative
Value may be based, for example, upon current information regarding the required deposit
of securities and cash amount to permit creation of new shares of the series or upon the
index value. The Intraday Indicative Value may be calculated by the Exchange or by an
independent third party throughout the day using prices obtained from independent market
data providers or other independent pricing sources such as a broker-dealer or price
evaluation services. If the Intraday Indicative Value does not change during some or all
of the period when trading is occurring on the Exchange, then the last official calculated
Intraday Indicative Value must remain available throughout the Exchange's normal trading
hours.

(d) Initial Shares Outstanding. The provisions of Supplementary Material .01(d) above will
apply to series of Units listed pursuant to Supplementary Material .02(a) above.

(e) Hours of Trading. The provisions of Supplementary Material .01(e) above will apply to
series of Units listed pursuant to Supplementary Material .02(a) above.

(f) Surveillance Procedures. The provisions of Supplementary Material .01(f) above will apply
to series of Units based on Fixed Income Securities that are listed and/or traded pursuant
to UTP.

(g) Disclosures. The provisions of Supplementary Material .01(g) above will apply to series of
Units based on Fixed Income Securities.

.03 The Exchange may approve a series of Units based on a combination of indexes or an
index or portfolio of component securities representing the U.S. or domestic equity market,
the international equity market, and the fixed income market for listing and trading pursuant
to Rule 19b-4(e) under the Securities Exchange Act of 1934 provided (i) such portfolio or
combination of indexes have been reviewed and approved for the trading of options, Units,
Portfolio Depository Receipts, Index-Linked Exchangeable Notes or Index-Linked Securities
by the Commission under Section 19(b) of the Securities Exchange Act of 1934 and rules
thereunder and the conditions set forth in the Commission's approval order continue to
be satisfied or (ii) each index or portfolio of equity and fixed income component securities
separately meet either the criteria set forth in Supplementary Material .01(a) or .02(a) above,
and provided further, that the Exchange may not so approve a series of Units that is issued
by an open-end management investment company that seeks to provide investment results,
before fees and expenses, in an amount that exceeds -300% of the percentage performance
on a given day of a particular domestic equity, international or global equity securities index
or Fixed Income Securities index or a combination thereof. Units listed pursuant to Rule
19b-4(e) shall satisfy the criteria set forth in (a) below and in Supplementary Material .01(c)
and (f)-(g) on an initial and continued listing basis.
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(a) Index Methodology and Calculation

(i) If the index is maintained by a broker-dealer or fund advisor, the broker-dealer or
fund advisor will erect and maintain a "firewall" around the personnel who have
access to information concerning changes and adjustments to the index;

(ii) The current composite index value for Units listed pursuant to Supplementary
Material .01(a) or .02(a) above will be widely disseminated by one or more major
market data vendors at least once every 15 seconds during the Exchange's
normal trading hours, provided however, that (a) with respect to the Non-US
Component Stocks of the combination index, the impact on the index is only
required to be updated at least every 60 seconds during the Exchange's normal
trading hours, and (b) with respect to the fixed income components of the
combination index, the impact on the index is only required to be updated at
least once each day; and

(iii) Any advisory committee, supervisory board, or similar entity that advises
a Reporting Authority or that makes decisions on the index composition,
methodology and related matters, must implement and maintain, or be subject
to, procedures designed to prevent the use and dissemination of material non-
public information regarding the applicable index.

(b) Other Applicable Provisions. The provisions of Supplementary Material .01(c)-(h) will
also apply to series of Units based on a combination of indexes or an index or portfolio of
component securities representing the U.S. or domestic equity market, the international
equity market, and the fixed income market.

.04 The provisions of this Supplementary Material apply only to series of Units that are issued
by an open-end management investment company that (i) seeks to provide investment
results, before fees and expenses, that correspond to a specific multiple of the percentage
performance on a given day of a particular domestic equity, international or global equity
securities index or Fixed Income Securities index or a combination thereof ("Multiple
Fund Shares") or (ii) seeks to provide investment results, before fees and expenses,
that correspond inversely up to -300% of the percentage performance on a given day
of a particular domestic equity, international or global equity securities index or Fixed
Income Securities index or a combination thereof ("Inverse Fund Shares"). For the initial
and continued listing of Multiple Fund Shares and/or Inverse Fund Shares, the following
requirements must be adhered to:

(a) Daily public Web site disclosure of portfolio holdings that will form the basis for the
calculation of the net asset value by the issuer of a series of Multiple Fund Shares or
Inverse Fund Shares, including, as applicable, the following instruments:

(i) The identity and number of shares held of each specific equity security;
(ii) The identity and amount held of each specific Fixed Income Security;
(iii) The specific types of financial instruments, including, but not limited to, stock

index futures contracts; options on futures contracts; options on securities and
indices; equity caps, collars and floors; swap agreements; forward contracts; and
repurchase agreements (the "Financial Instruments") and characteristics of such
Financial Instruments; and

(iv) Cash equivalents and the amount of cash held in the portfolio.
(b) If the Exchange becomes aware that the net asset value related to a Multiple Fund Share

or Inverse Fund Share is not being disseminated to all market participants at the same
time or the daily public Web site disclosure of portfolio holdings does not occur, the
Exchange will halt trading in such series of Multiple Fund Shares or Inverse Fund Shares,
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as appropriate. The Exchange may resume trading in such Fund Shares only when the
net asset value is disseminated to all market participants at the same time or the daily
public Web site disclosure of portfolio holdings occurs, as appropriate.

(4)   Index-Linked Exchangeable Notes

Index-linked exchangeable notes which are exchangeable debt securities that are exchangeable at
the option of the holder (subject to the requirement that the holder in most circumstances exchange
a specified minimum amount of notes), on call by the issuer or at maturity for a cash amount (the
"Cash Value Amount") based on the reported market prices of the Underlying Stocks of an Underlying
Index will be considered for listing and trading by the Exchange pursuant to Rule 19b-4(e) under the
Securities Exchange Act of 1934, provided:

(a)   Both the issue and the issuer of such security initially meet and continuously maintain the
criteria set forth in NYSE Arca Rule 5.2-E(j)(1) (Other Securities), except that the minimum public
distribution will be 150,000 notes with a minimum of 400 public note-holders, except, if traded in
thousand dollar denominations no minimum public distribution and no minimum number of holders.

(b)   The issue has a minimum term of one year.

(c)   On an initial and continued listing basis, the issuer will be expected to have a minimum
tangible net worth in excess of $250,000,000, and to otherwise substantially exceed the earnings
requirements set forth in NYSE Arca Rule 5.2-E(j)(1). In the alternative, the issuer will be expected:
(i) to have a minimum tangible net worth of $150,000,000 and to otherwise substantially exceed
the earnings requirements set forth in NYSE Arca Rule 5.2-E(j)(1); and (ii) not to have issued
index-linked exchangeable notes where the original issue price of all the issuer's other index-linked
exchangeable note offerings (combined with other index-linked exchangeable note offerings of the
issuer's affiliates) listed on a national securities exchange or traded through the facilities of Nasdaq
exceeds 25% of the issuer's net worth.

(d)   The index to which an exchangeable-note is linked will either be (i) indices that have been
created by a third party and been reviewed and have been approved for the trading of options
or other derivatives securities (each, a "Third-Party Index") either by the Commission under
Section 19(b) of the Securities Exchange Act of 1934, as amended (the "Exchange Act") and rules
thereunder or by the Exchange under rules adopted pursuant to Rule 19b-4(e); or (ii) indices which
the issuer has created and for which the Exchange will have obtained approval from either the
Commission pursuant to Section 19(b) and rules thereunder or from the Exchange under rules
adopted pursuant to Rule 19b-4(e) (each an "Issuer Index"). The Issuer Indices and their underlying
securities must meet one of the following on an initial and continued listing basis:
 

(i)   the procedures and criteria set forth in NYSE Arca Rule 5.13-O(b)-(c); or

(ii)   the criteria set forth in subsections (C) and (D) of Rule 5.2(j)(2), the index concentration
limits set forth in NYSE Arca Rule 5.13-O(b)(6), and NYSE Arca Rule 5.13-O(b)(12) insofar as it
relates to NYSE Arca Rule 5.13-O(b)(6).

(e)   Index-linked Exchangeable Notes will be treated as equity instruments.

(f)   Continued Listing. The Exchange will maintain surveillance procedures for securities listed
under this Rule 5.2(j)(4) and consider the suspension of trading in, and will initiate delisting
proceedings under Rule 5.5(m) of, a series of Index-Linked Exchangeable Notes, under any of the
following circumstances:
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(i)   if, following the initial twelve month period following the initial issuance of a series of index-
linked exchangeable notes and commencement of trading on the Exchange, the series has
fewer than 50,000 notes issued and outstanding;

(ii)   if, following the initial twelve month period following the initial issuance of a series of
index-linked exchangeable notes and commencement of trading on the Exchange, the market
value of all index-linked exchangeable notes of that series issued and outstanding is less than
$1,000,000;

(iii)   if any of the continued listing requirements set forth in this Rule 5.2(j)(4) are not
continuously maintained;

(iv)   if the Exchange submits a rule filing pursuant to Section 19(b) of the Securities Exchange
Act to permit the listing and trading of a series of Index-Linked Exchangeable Notes that do
not otherwise meet the standards set forth in this Rule 5.2(j)(4) and any of the statements
or representations regarding (a) the description of the index, (b) limitations on the index, or
(c) the applicability of Exchange listing rules specified in such rule filing are not continuously
maintained; or

(v)   if such other event will occur or such other condition exists which in the opinion of the
Exchange makes further dealings on the Exchange inadvisable.

(g)   The Exchange may submit a rule filing pursuant to Section 19(b) of the Securities Exchange
Act of 1934 to permit the listing and trading of a series of Index-Linked Exchangeable Notes that do
not otherwise meet the standards set forth in this Rule 5.2(j)(4). All statements or representations
contained in such rule filing regarding (a) the description of the index, (b) limitations on the index,
or (c) the applicability of Exchange listing rules specified in such rule filing will constitute continued
listing requirements. An issuer of such securities must notify the Exchange of any failure to comply
with such continued listing requirements. If a series of Index-Linked Exchangeable Notes does not
satisfy these requirements, the Exchange may halt trading in the securities and will initiate delisting
proceedings pursuant to Rule 5.5(m).

(5)   Equity Gold Shares
 

(A)   The provisions of this Rule 5.2(j)(5) apply only to Equity Gold Shares, that represent units of
fractional undivided beneficial interest in and ownership of the Equity Gold Trust. While Equity Gold
Shares are not technically Investment Company Units and thus are not covered by Rule 5.2(j)(3), all
other rules that reference "Investment Company Units" will also apply to Equity Gold Shares.

(B)   Except to the extent that specific provisions in this rule govern, or unless the context otherwise
requires, the provisions of all other Rules and policies will be applicable to the trading of Equity Gold
Shares on the Exchange.

(C)   The provisions set forth in Rule 8.201(g)-(i) will also apply to Equity Gold Shares.

(6)   Equity Index-Linked Securities, Commodity-Linked Securities, Currency-Linked Securities, Fixed
Income Index-Linked Securities, Futures-Linked Securities and Multifactor Index-Linked Securities

The Exchange will consider listing equity index-linked securities ("Equity Index-Linked Securities"),
commodity-linked securities ("Commodity-Linked Securities"), currency-linked securities ("Currency-
Linked Securities"), fixed income index-linked securities ("Fixed Income Index-Linked Securities"),
futures-linked securities, ("Futures-Linked Securities") and multifactor index-linked securities
("Multifactor Index-Linked Securities" and, together with Equity Index-Linked Securities, Commodity-
Linked Securities, Currency-Linked Securities, Fixed Income Index-Linked Securities and Futures-
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Linked Securities, "Index-Linked Securities") that in each case meet the applicable criteria of this Rule
5.2(j)(6).

The payment at maturity with respect to Equity Index-Linked Securities, Commodity-Linked Securities,
Currency-Linked Securities, Fixed Income Index-Linked Securities, Futures-Linked Securities and
Multifactor Index-Linked Securities is based on the performance of:

(i) in the case of Equity Index-Linked Securities, an underlying index or indexes of equity
securities (an "Equity Reference Asset"), or

(ii) in the case of Commodity-Linked Securities, one or more physical commodities or commodity
futures, options or other commodity derivatives or Commodity-Based Trust Shares (as
defined in Rule 8.201) or a basket or index of any of the foregoing (a "Commodity Reference
Asset"), or

(iii) in the case of Currency-Linked Securities, one or more currencies, or options or currency
futures or other currency derivatives or Currency Trust Shares (as defined in Rule 8.202) or a
basket or index of any of the foregoing (a "Currency Reference Asset", or

(iv) in the case of Fixed Income Index-Linked Securities, one or more indexes or portfolios of
notes, bonds, debentures or evidence of indebtedness that include, but are not limited to,
U.S. Department of Treasury securities ("Treasury Securities"), government-sponsored entity
securities ("GSE Securities"), municipal securities, trust preferred securities, supranational
debt and debt of a foreign country or a subdivision thereof or a basket or index of any of the
foregoing (a "Fixed Income Reference Asset"), or

(v) in the case of Futures-Linked Securities, an index of (a) futures on Treasury Securities,
GSE Securities, supranational debt and debt of a foreign country or a subdivision thereof,
or options or other derivatives on any of the foregoing; (b) interest rate futures or options or
derivatives on the foregoing in this subparagraph (b); (c) CBOE Volatility Index (VIX) Futures;
or (d) EURO STOXX 50 Volatility Index (VSTOXX) Futures (a "Futures Reference Asset"), or

(vi) in the case of Multifactor Index-Linked Securities, any combination of two or more Equity
Reference Assets, Commodity Reference Assets, Currency Reference Assets, Fixed Income
Reference Assets or Futures Reference Assets (a "Multifactor Reference Asset", and
together with Equity Reference Asset, Commodity Reference Asset, Currency Reference
Asset, Fixed Income Reference Asset and Futures Reference Asset, "Reference Assets"). A
Multifactor Reference Asset may include as a component a notional investment in cash or a
cash equivalent based on a widely accepted overnight loan interest rate, LIBOR, Prime Rate,
or an implied interest rate based on observed market spot and foreign currency forward rates.

Index-Linked Securities may or may not provide for the repayment of the original principal investment
amount. The Exchange may submit a rule filing pursuant to Section 19(b) of the Securities Exchange
Act of 1934 ("Act") to permit the listing and trading of Index-Linked Securities that do not otherwise
meet the standards set forth below. All statements or representations contained in such rule filing
regarding (a) the description of the reference asset, (b) limitations on reference assets, or (c) the
applicability of Exchange listing rules specified in such rule filing will constitute continued listing
requirements. An issuer of such securities must notify the Exchange of any failure to comply with
such continued listing requirements. If a series of Index-Linked Securities does not satisfy these
requirements, the Exchange may halt trading in the securities and will initiate delisting proceedings
pursuant to Rule 5.5(m).

The Exchange will consider for listing and trading pursuant to Rule 19b-4(e) under the Act, Index-
Linked Securities provided the following criteria are met:

(A) Requirements Common to All Index-Linked Securities

(a) Both the issue and the issuer of such security initially meet and continuously maintain the
criteria set forth in NYSE Arca Rule 5.2-E(j)(1) except that: (i) if the Index-Linked Securities
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are redeemable at the option of the holders thereof on at least a weekly basis, then no
minimum number of publicly held trading units, and (ii) a minimum principal amount/market
value outstanding of at least $4 million, and (iii) if the Index-Linked Securities are traded in
thousand dollar denominations or are redeemable at the option of the holders thereof on at
least a weekly basis, then no minimum number of holders.

(b) The issue has a minimum term of one (1) year but not greater than thirty (30) years.
(c) The issue must, on an initial and continued listing basis, be the non-convertible debt of the

issuer.
(d) On an initial and continued listing basis, the payment at maturity may or may not provide for

a multiple of the direct or inverse performance of an underlying Reference Asset; however, in
no event will a loss or negative payment at maturity be accelerated by a multiple that exceeds
three times the performance of an underlying Reference Asset.

(e) On an initial and continued listing basis, the issuer will be expected to have a minimum
tangible net worth of $250,000,000 (if the Index-Linked Securities are fully and
unconditionally guaranteed by an affiliate of the issuer, the Exchange will rely on such
affiliate's tangible net worth for purposes of this requirement). In the alternative, the issuer will
be expected to have a minimum tangible net worth of $150,000,000 and the original issue
price of the Index-Linked Securities, combined with all of the issuer's other Index-Linked
Securities listed on a national securities exchange or otherwise publicly traded in the United
States, must not be greater than 25 percent of the issuer's tangible net worth at the time
of issuance (if the Index-Linked Securities are fully and unconditionally guaranteed by an
affiliate of the issuer, the Exchange will apply the provisions of this paragraph to such affiliate
instead of the issuer and will include in its calculation all Index-Linked Securities that are fully
and unconditionally guaranteed by such affiliate). Government issuers and supranational
entities will be evaluated on a case-by-case basis.

(f) The issuer is in compliance with Rule 10A-3 under the Act on an initial and continued listing
basis.

(B) Requirements Specific to Equity Index-Linked Securities, Commodity-Linked Securities,
Currency-Linked Securities, Fixed Income Index-Linked Securities, Futures-Linked Securities
and Multifactor Index-Linked Securities.

The issue must meet one of the criteria set forth below.

I. Equity Index-Linked Securities Listing Standards

(1) The Exchange will consider listing Equity Index-Linked Securities that meet the
requirements of this subparagraph (B)(I), where the payment at maturity or earlier
redemption is based on an index or indexes of equity securities, securities of closed-
end management investment companies registered under the Investment Company
Act of 1940 (the "1940 Act") and/or Investment Company Units. The issue must meet
the following initial listing criteria:

(a) Each underlying index is required to have at least ten (10) component
securities; provided, however, that there will be no minimum number
of component securities if one or more issues of Derivative Securities
Products (i.e., Investment Company Units (as described in Rule 5.2(j)(3)) and
securities described in Section 2 of Rule 8P) or Index-Linked Securities (as
described in Rule 5.2(j)(6)), constitute, at least in part, component securities
underlying an issue of Equity Index-Linked Securities. The securities
described in Rule 5.2(j)(3)), Section 2 of Rule 8P, and Rule 5.2(j)(6), as
referenced below in Rule 5.2(j)(6)(B)(I)(1)(b)(2) and Rule 5.2(j)(6)(B)(I)(2)(a)
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below, will include securities listed on another national securities exchange
pursuant to substantially equivalent listing rules.

(b) The index or indexes to which the security is linked will either (1) have been
reviewed and approved for the trading of Investment Company Units or
options or other derivatives by the Commission under Section 19(b)(2) of the
Act and rules thereunder and the conditions set forth in the Commission's
approval order, including comprehensive surveillance sharing agreements for
non-U.S. stocks, continue to be satisfied, or (2) the index or indexes meet the
following criteria:

(i) Each component security (excluding Derivative Securities Products
and Index-Linked Securities) has a minimum market value of at
least $75 million, except that for each of the lowest dollar weighted
component securities in the index that in the aggregate account
for no more than 10% of the dollar weight of the index (excluding
Derivative Securities Products and Index-Linked Securities), the
market value can be at least $50 million;

(ii) Component stocks (excluding Derivative Securities Products and
Index-Linked Securities) that in the aggregate account for at least
90% of the weight of the index (excluding Derivative Securities
Products and Index-Linked Securities) each will have a minimum
global monthly trading volume of 1,000,000 shares, or minimum
global notional volume traded per month of $25,000,000, averaged
over the last six months;

(iii) No underlying component security (excluding Derivative Securities
Products and Index-Linked Securities) will represent more than
25% of the dollar weight of the index, and, to the extent applicable,
the five highest dollar weighted component securities in the
index (excluding Derivative Securities Products and Index-Linked
Securities) do not in the aggregate account for more than 50% of
the dollar weight of the index (60% for an index consisting of fewer
than 25 component securities); and

(iv) 90% of the index's numerical value (excluding Derivative Securities
Products and Index-Linked Securities) and at least 80% of the total
number of component securities (excluding Derivative Securities
Products and Index-Linked Securities) will meet the then current
criteria for standardized option trading set forth in NYSE Arca Rule
5.3-O; an index will not be subject to this requirement if (a) no
underlying component security represents more than 10% of the
dollar weight of the index (excluding Derivative Securities Products
and Index-Linked Securities) and (b) the index has a minimum of 20
components (excluding Derivative Securities Products and Index-
Linked Securities); and

(v) All component securities will be either:

(A) Securities (other than foreign country securities and
American Depository Receipts ("ADRs")) that are (x)
issued by a 1934 Act reporting company or by an
investment company registered under the 1940 Act, which
in each case is listed on a national securities exchange,
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and (y) an "NMS stock" (as defined in Rule 600 of SEC
Regulation NMS); or

(B) Foreign country securities or ADRs, provided that
foreign country securities or foreign country securities
underlying ADRs having their primary trading market
outside the United States on foreign trading markets that
are not members of the Intermarket Surveillance Group
("ISG") or parties to comprehensive surveillance sharing
agreements with the Exchange will not in the aggregate
represent more than 50% of the dollar weight of the index,
and provided further that:

(i) the securities of any one such market do not
represent more than 20% of the dollar weight of
the index, and

(ii) the securities of any two such markets do not
represent more than 33% of the dollar weight of
the index.

(2) Continued Listing Criteria—

(a) The Exchange will maintain surveillance procedures for securities listed
under this Rule 5.2(j)(6) and may halt trading in such securities and will
initiate delisting proceedings pursuant to Rule 5.5(m) (unless the Commission
has approved the continued trading of the subject Index-Linked Security), if
any of the standards set forth above in paragraphs 1(a) and (b)(2) are not
continuously maintained, except that:

(i) the criteria that no single component represent more than 25%
of the dollar weight of the index (excluding Derivative Securities
Products and Index- Linked Securities) and, to the extent
applicable, the five highest dollar weighted components in the
index (excluding Derivative Securities Products and Index-Linked
Securities) cannot represent more than 50% (or 60% for indexes
with less than 25 components) of the dollar weight of the index,
need only be satisfied at the time the index is rebalanced;

(ii) Component stocks (excluding Derivative Securities Products and
Index- Linked Securities) that in the aggregate account for at least
90% of the weight of the index (excluding Derivative Securities
Products and Index-Linked Securities) each will have a minimum
global monthly trading volume of 500,000 shares, or minimum
global notional volume traded per month of $12,500,000, averaged
over the last six months.

(b) In connection with an Index-Linked Security that is listed pursuant to
paragraph (b)(1) above, the Exchange may halt trading in the securities
and will initiate delisting proceedings pursuant to Rule 5.5(m) (unless the
Commission has approved the continued trading of the subject Index-Linked
Security) if an underlying index or indexes fails to satisfy the maintenance
standards or conditions for such index or indexes as set forth by the
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Commission in its order under Section 19(b)(2) of the Act approving the index
or indexes for the trading of options or other derivatives.

(c) The Exchange may halt trading in the securities and will initiate delisting
proceedings pursuant to Rule 5.5(m) (unless the Commission has approved
the continued trading of the subject Index-Linked Security), under any of the
following circumstances:

(i) if the aggregate market value or the principal amount of the Equity
Index-Linked Securities publicly held is less than $400,000;

(ii) if the value of the index or composite value of the indexes is no
longer calculated or widely disseminated on at least a 15-second
basis with respect to indexes containing only securities listed on a
national securities exchange, or on at least a 60-second basis with
respect to indexes containing foreign country securities, provided,
however, that, if the official index value does not change during
some or all of the period when trading is occurring on the Exchange
(for example, for indexes of foreign country securities, because
of time zone differences or holidays in the countries where such
indexes' component stocks trade) then the last calculated official
index value must remain available throughout the Exchange's
normal trading hours; or

(iii) if such other event will occur or condition exists which in the
opinion of the Exchange makes further dealings on the Exchange
inadvisable.

(d) Index Rebalancing—Indexes will be rebalanced at least annually.

II. Commodity-Linked Securities Listing Standards

(1) The issue must meet the initial listing standard set forth in either (a) or (b) below:

(a) The Commodity Reference Asset to which the security is linked will have
been reviewed and approved for the trading of Commodity-Based Trust
Shares or options or other derivatives by the Commission under Section
19(b)(2) of the Act and rules thereunder and the conditions set forth in the
Commission's approval order, including with respect to comprehensive
surveillance sharing agreements, continue to be satisfied.

(b) The pricing information for components of a Commodity Reference Asset
must be derived from a market which is an ISG member or affiliate or with
which the Exchange has a comprehensive surveillance sharing agreement.
Notwithstanding the previous sentence, pricing information for gold and silver
may be derived from the London Bullion Market Association. A Commodity
Reference Asset may include components representing not more than 10%
of the dollar weight of such Commodity Reference Asset for which the pricing
information is derived from markets that do not meet the requirements of this
subparagraph (b); provided, however, that no single component subject to
this exception exceeds 7% of the dollar weight of the Commodity Reference
Asset.

In addition, the issue must meet both of the following initial listing criteria:

(i) the value of the Commodity Reference Asset must be calculated
and widely disseminated by one or more major market data vendors
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on at least a 15-second basis during the Exchange's normal trading
hours; and

(ii) in the case of Commodity-Linked Securities that are periodically
redeemable, the indicative value of the subject Commodity-Linked
Securities must be calculated and widely disseminated by the
Exchange or one or more major market data vendors on at least a
15-second basis during the Exchange's normal trading hours.

(2) The issue must meet the following continued listing criteria:

(a) The Exchange may halt trading in the securities and will initiate delisting
proceedings pursuant to Rule 5.5(m) if any of the initial listing criteria
described above are not continuously maintained.

(b) The Exchange may also halt trading in the securities and will initiate
delisting proceedings pursuant to Rule 5.5(m) under any of the following
circumstances:

(i) If the aggregate market value or the principal amount of the
Commodity-Linked Securities publicly held is less than $400,000;

(ii) The value of the Commodity Reference Asset is no longer
calculated or available and a new Commodity Reference Asset is
substituted, unless the new Commodity Reference Asset meets the
requirements of this Rule 5.2(j)(6); or

(iii) If such other event will occur or condition exists which in the
opinion of the Exchange makes further dealings on the Exchange
inadvisable.

III. Currency-Linked Securities Listing Standards

(1) The issue must meet the initial listing standard set forth in either (a) or (b) below:

(a) The Currency Reference Asset to which the security is linked will have been
reviewed and approved for the trading of Currency Trust Shares or options or
other derivatives by the Commission under Section 19(b)(2) of the Act and rules
thereunder and the conditions set forth in the Commission's approval order,
including with respect to comprehensive surveillance sharing agreements,
continue to be satisfied.

(b) The pricing information for each component of a Currency Reference Asset
must be:

(x) the generally accepted spot or forward price (subject to the list of currencies
below), applicable to the component of such Currency Reference Asset, for the
currency exchange rate in question or

(y) derived from a market which (i) is an ISG member or affiliate or with which
the Exchange has a comprehensive surveillance sharing agreement and (ii)
is the pricing source for components of a Currency Reference Asset that has
previously been approved by the Commission.

If pricing information is based upon the generally accepted forward price, the currency
must be one of the following: US Dollar, Euro, Japanese Yen, British Pound Sterling,
Swiss Franc, Canadian Dollar, Australian Dollar, Brazilian Real, Chinese Renminbi,
Czech Koruna, Danish Krone, Hong Kong Dollar, Hungarian Forint, Indian Rupee,
Indonesian Rupiah, Korean Won, Mexican Peso, Norwegian Krone, New Zealand
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Dollar, Philippine Peso, Polish Zloty, Russian Ruble, Swedish Krona, South African
Rand, Singapore Dollar, Taiwan Dollar, Thai Baht, or New Turkish Lira.

A Currency Reference Asset may include components representing not more than 10%
of the dollar weight of such Currency Reference Asset for which the pricing information
is derived from markets that do not meet the requirements of either (x) or (y) above;
provided, however, that no single component subject to this exception exceeds 7% of
the dollar weight of the Currency Reference Asset.

Supplementary Material:

.01 In the event a Currency Reference Asset is based upon the forward price
and the forward price becomes unavailable due to a holiday, the spot price
may be used for calculating the pricing information of the Currency Reference
Asset. The pricing information of the Currency Reference Asset on the following
business day must be based upon the forward price.

In addition, the issue must meet both of the following initial listing criteria:

(i) the value of the Currency Reference Asset must be calculated and widely
disseminated by one or more market data vendors on at least a 15-second
basis during the Exchange's normal trading hours; and

(ii) in the case of Currency-Linked Securities that are periodically redeemable,
the indicative value of the subject Currency-Linked Securities must be
calculated and widely disseminated by the Exchange or one or more major
market data vendors on at least a 15-second basis during the Exchange's
normal trading hours.

(2) The issue must meet the following continued listing criteria:

(a) The Exchange may halt trading in the securities and will initiate delisting
proceedings pursuant to Rule 5.5(m) if any of the initial listing criteria
described above are not continuously maintained.

(b) The Exchange may also halt trading in the securities and will initiate
delisting proceedings pursuant to Rule 5.5(m) under any of the following
circumstances;

(i) If the aggregate market value or the principal amount of the
Currency-Linked Securities publicly held is less than $400,000;

(ii) If the value of the Currency Reference Asset is no longer calculated
or available and a new Currency Reference Asset is substituted,
unless the new Currency Reference Asset meets the requirements
of this Rule 5.2(j)(6); or

(iii) If such other event will occur or condition exists which in the
opinion of the Exchange makes further dealings on the Exchange
inadvisable.

IV. Fixed Income Index-Linked Securities Listing Standards

(1) The issue must meet initial listing standards set forth in either (a) or (b) below:

(a) The Fixed Income Reference Asset to which the security is linked will have
been reviewed and approved for the trading of options, Investment Company
Units, or other derivatives by the Commission under Section 19(b)(2) of the
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Securities Exchange Act of 1934 and rules thereunder and the conditions set
forth in the Commission's approval order, continue to be satisfied.

(b) The issue must meet the following initial listing criteria:

(i) Components of the Fixed Income Reference Asset that in the
aggregate account for at least 75% of the weight of the Fixed
Income Reference Asset must each have a minimum original
principal amount outstanding of $100 million or more;

(ii) A component of the Fixed Income Reference Asset may be
a convertible security, however, once the convertible security
component converts to the underlying equity security, the
component is removed from the Fixed Income Reference Asset;

(iii) No component of the Fixed Income Reference Asset (excluding
Treasury Securities and GSE Securities) will represent more than
30% of the dollar weight of the Fixed Income Reference Asset, and
the five highest dollar weighted components in the Fixed Income
Reference Asset will not in the aggregate account for more than
65% of the dollar weight of the Fixed Income Reference Asset;

(iv) An underlying Fixed Income Reference Asset (excluding one
consisting entirely of exempted securities) must include a minimum
of 13 non-affiliated issuers; and

(v) Component securities that in the aggregate account for at least
90% of the dollar weight of the Fixed Income Reference Asset
must be from one of the following: (a) issuers that are required
to file reports pursuant to Sections 13 and 15(d) of the Securities
Exchange Act of 1934; or (b) issuers that have a worldwide market
value of outstanding common equity held by non-affiliates of $700
million or more; or (c) issuers that have outstanding securities
that are notes, bonds, debentures, or evidence of indebtedness
having a total remaining principal amount of at least $1 billion; or (d)
exempted securities as defined in Section 3(a)(12) of the Securities
Exchange Act of 1934, or (e) issuers that are a government of a
foreign country or a political subdivision of a foreign country.

(2) In addition, the value of the Fixed Income Reference Asset must be widely
disseminated to the public by one or more major market vendors at least once per
business day.

(3) The issue must meet the following continued listing criteria:

(a) The Exchange may halt trading in the securities and will initiate delisting
proceedings pursuant to Rule 5.5(m) if any of the initial listing criteria
described above are not continuously maintained.

(b) The Exchange may also halt trading in the securities and will initiate
delisting proceedings pursuant to Rule 5.5(m) under any of the following
circumstances:

(i) If the aggregate market value or the principal amount of the Fixed
Income Index-Linked Securities publicly held is less than $400,000;

(ii) The value of the Fixed Income Reference Asset is no longer
calculated or available and a new Fixed Income Reference Asset is
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substituted, unless the new Fixed Income Reference Asset meets
the requirements of this Rule 5.2(j)(6); or

(iii) If such other event will occur or condition exists which in the opinion
of the Exchange makes further dealings inadvisable.

V. Futures-Linked Securities Listing Standards

(1) The issue must meet the initial listing standard set forth in either (a) or (b) below:

(a) The Futures Reference Asset to which the security is linked will have been
reviewed and approved for the trading of Futures-Linked Securities or
options or other derivatives by the Commission under Section 19(b)(2) of the
Securities Exchange Act of 1934 and rules thereunder and the conditions
set forth in the Commission's approval order, including with respect to
comprehensive surveillance sharing agreements, continue to be satisfied.

(b) The pricing information for components of a Futures Reference Asset must
be derived from a market which is an ISG member or affiliate or with which
the Exchange has a comprehensive surveillance sharing agreement. A
Futures Reference Asset may include components representing not more
than 10% of the dollar weight of such Futures Reference Asset for which the
pricing information is derived from markets that do not meet the requirements
of this subparagraph (b); provided, however, that no single component
subject to this exception exceeds 7% of the dollar weight of the Futures
Reference Asset.

In addition, the issue must meet both of the following initial listing criteria:

(i) the value of the Futures Reference Asset must be calculated and
widely disseminated by one or more major market data vendors on
at least a 15-second basis during the Exchange's normal trading
hours; and

(ii) in the case of Futures-Linked Securities that are periodically
redeemable, the indicative value of the subject Futures-Linked
Securities must be calculated and widely disseminated by the
Exchange or one or more major market data vendors on at least a
15-second basis during the Exchange's normal trading hours.

(2) The issue must meet the following continued listing criteria:

(a) The Exchange may halt trading in the securities and will initiate delisting
proceedings pursuant to Rule 5.5(m) if any of the initial listing criteria
described above are not continuously maintained.

(b) The Exchange may also halt trading in the securities and will initiate
delisting proceedings pursuant to Rule 5.5(m) under any of the following
circumstances:

(i) If the aggregate market value or the principal amount of the
Futures-Linked Securities publicly held is less than $400,000;

(ii) The value of the Futures Reference Asset is no longer calculated or
available and a new Futures Reference Asset is substituted, unless
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the new Futures Reference Asset meets the requirements of this
Rule 5.2(j)(6); or

(iii) If such other event will occur or condition exists which in the
opinion of the Exchange makes further dealings on the Exchange
inadvisable.

VI. Multifactor Index-Linked Securities Listing Standards

(1) The issuer must meet the following initial listing standards set forth in either (a) or (b)
below:

(a) Each component of the Multifactor Reference Asset to which the security is
linked will have been reviewed and approved for the trading of either options,
Investment Company Units, or other derivatives under Section 19(b)(2) of the
Securities Exchange Act of 1934 and rules thereunder and the conditions set
forth in the Commission's approval order continue to be satisfied.

(b) Each Reference Asset included in the Multifactor Reference Asset must meet
the applicable initial and continued listing criteria set forth in the relevant
subsection of this Rule 5.2(j)(6).

(2) In addition, the issue must meet both of the following initial listing criteria:

(a) The value of the Multifactor Reference Asset must be calculated and widely
disseminated to the public on at least a 15-second basis during the time the
Multifactor Index-Linked Security trades on the Exchange; and

(b) In the case of Multifactor Index-Linked Securities that are periodically
redeemable, the indicative value of the Multifactor Index-Linked Securities
must be calculated and widely disseminated by one or more major market
data vendors on at least a 15-second basis during the time the Multifactor
Index-Linked Securities trade on the Exchange.

(3) The Exchange may halt trading in the securities and will initiate delisting proceedings
pursuant to Rule 5.5(m) under any of the following circumstances:

(a) If any of the initial listing criteria described above are not continuously
maintained;

(b) If the aggregate market value or the principal amount of the Multifactor Index-
Linked Securities publicly held is less than $400,000;

(c) The value of the Multifactor Reference Asset is no longer calculated or
available and a new Multifactor Reference Asset is substituted, unless the
new Multifactor Reference Asset meets the requirements of this Rule 5.2(j)
(6); or

(d) If such other event will occur or condition exists which in the opinion of the
Exchange makes further dealings on the Exchange advisable.

(C) Firewalls

If the value of an Index-Linked Security listed under Rule 5.2(j)(6) is based in whole or in part on
an index that is maintained by a broker-dealer, the broker-dealer will erect and maintain a "firewall"
around the personnel responsible for the maintenance of such index or who have access to information
concerning changes and adjustments to the index, and the index will be calculated by a third party who
is not a broker-dealer.

Any advisory committee, supervisory board or similar entity that advises an index licensor or
administrator or that makes decisions regarding the index or portfolio composition, methodology and
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related matters must implement and maintain, or be subject to, procedures designed to prevent the use
and dissemination of material, nonpublic information regarding the applicable index or portfolio.

(D) Equity Trading Rules

Index-Linked Securities will be subject to the Exchange's equity trading rules.

(E) Trading Halts

If the indicative value or Reference Asset value applicable to a series of Index-Linked Securities
is not being disseminated as required, the Exchange may halt trading during the day on which the
interruption first occurs. If such interruption persists past the trading day in which it occurred, the
Exchange will halt trading no later than the beginning of the trading day following the interruption.

(F) Surveillance Procedures

The Exchange will implement written surveillance procedures for Index-Linked Securities, including
adequate comprehensive surveillance sharing agreements with markets trading in non-U.S.
components, as applicable.

Supplementary Material:

.01 (a) The member organization acting as a registered market maker on the Exchange in
Commodity-Linked Securities, Currency-Linked Securities, Futures-Linked Securities or
Multifactor Index-Linked Securities, if applicable, must file with the Exchange, in a manner
prescribed by the Exchange, and keep current a list identifying all accounts for trading in the
Index Asset components, the commodities, currencies or futures underlying the Index Asset
components, or any derivative instruments based on the Index Asset or based on any Index
Asset component or any physical commodity, currency or futures underlying an Index Asset
component, which the member organization acting as registered market maker on the Exchange
may have or over which it may exercise investment discretion. No member organization acting
as registered market maker on the Exchange in the Commodity-Linked Securities, Currency-
Linked Securities, Futures-Linked Securities or Multifactor Index-Linked Securities, if applicable,
will trade in the Index Asset components, the commodities currencies or futures underlying the
Index Asset components, or any derivative instruments based on the Index Asset or based on
any Index Asset component or any physical commodity, or futures currency underlying an Index
Asset component, in an account in which a member organization acting as a registered market
maker on the Exchange, directly or indirectly, controls trading activities, or has a direct interest
in the profits or losses thereof, which has not been reported to the Exchange as required by this
Rule.

(b) In addition to the existing obligations under Exchange rules regarding the production of books and
records (See, e.g. Rule 440), the member organization acting as a registered market maker on the
Exchange in Commodity-Linked Securities, Currency-Linked Securities, Futures-Linked Securities
or Multifactor Index-Linked Securities, if applicable, will make available to the Exchange such books,
records or other information pertaining to transactions by such entity or any limited partner, officer or
approved person thereof, registered or nonregistered employee affiliated with such entity for its or their
own accounts in the Index Asset components, the commodities, currencies or futures underlying the
Index Asset components, or any derivative instruments based on the Index Asset or based on any
Index Asset component or any physical commodity, currency or futures underlying an Index Asset
component, as may be requested by the Exchange.

(7)   Trust Certificates

The Exchange will consider for listing and trading, certificates ("Trust Certificates") representing an
interest in a special purpose trust (the "Trust") created pursuant to a trust agreement. The Trust will
only issue Trust Certificates. Trust Certificates may or may not provide for the repayment of the original
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principal investment amount. Trust Certificates pay an amount at maturity which is based upon the
performance of specified assets as set forth below:

(i) an underlying index or indexes of equity securities (an "Equity Index Reference Asset"), or
(ii) instruments that are direct obligations of the issuing company, either exercisable throughout

their life (i.e., American style) or exercisable only on their expiration date (i.e., European
style), entitling the holder to a cash settlement in U.S. dollars to the extent that the foreign or
domestic index has declined below (for put warrant) or increased above (for a call warrant)
the pre-stated cash settlement value of the index ("Index Warrants"), or

(iii) a combination of two or more Equity Index Reference Assets or Index Warrants.

Supplementary Material:

.01 Continued Listing. The Exchange will maintain surveillance procedures for securities listed
under this Rule 5.2(j)(7) and consider the suspension of trading in, and will initiate delisting
proceedings under Rule 5.5(m) of, an issue of Trust Certificates (unless the Commission has
approved the continued trading of such issue), under any of the following circumstances:

(i) if the aggregate market value or the principal amount of the securities publicly held is less
than $400,000;

(ii) if the value of the index or composite value of the indexes is no longer calculated or widely
disseminated on at least a 15-second basis with respect to indexes containing only securities
listed on a national securities exchange, or on at least a 60-second basis with respect to
indexes containing foreign country securities, provided, however, that, if the official index
value does not change during some or all of the period when trading is occurring on the
Exchange (for example, for indexes of foreign country securities, because of time zone
differences or holidays in the countries where such indexes' component stocks trade) then
the last calculated official index value must remain available throughout the Exchange's
normal trading hours;

(iii) if any of the continued listing requirements set forth in this Rule 5.2(j)(7) are not continuously
maintained;

(iv) if the Exchange submits a rule filing pursuant to Section 19(b) of the Securities Exchange
Act to permit the listing and trading of a series of Trust Certificates and any of the statements
or representations regarding (a) the description of the index, portfolio or reference asset,
(b) limitations on index or portfolio holdings or reference assets, or (c) the applicability of
Exchange listing rules specified in such rule filing are not continuously maintained; or

(v) if such other event will occur or condition exists which in the opinion of the Exchange makes
further dealings on the Exchange inadvisable.

.02 Term—The stated term of the Trust will be as stated in the Trust prospectus. However, a
Trust may be terminated under such earlier circumstances as may be specified in the Trust
prospectus.

.03 Trustee—The following requirements apply on an initial and continued listing basis:

(i) The trustee of a Trust must be a trust company or banking institution having substantial
capital and surplus and the experience and facilities for handling corporate trust business. In
cases where, for any reason, an individual has been appointed as trustee, a qualified trust
company or banking institution must be appointed co-trustee.

(ii) No change is to be made in the trustee of a listed issue without prior notice to and approval of
the Exchange.

.04 Voting—Voting rights will be as set forth in the applicable Trust prospectus.
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.05 Surveillance Procedures. The Exchange will implement written surveillance procedures for
Trust Certificates.

.06 Equity Trading Rules. The Trust Certificates will be subject to the Exchange's equity trading
rules.

.07 Information Circular. Prior to the commencement of trading of a particular Trust Certificates
listing pursuant to this Rule, the Exchange will evaluate the nature and complexity of the issue
and, if appropriate, distribute a circular to member organizations providing guidance regarding
compliance responsibilities (including suitability recommendations and account approval) when
handling transactions in Certificates.

.08 Trust Certificates may be exchangeable at the option of the holder into securities that
participate in the return of the applicable underlying asset. In the event that the Trust Certificates
are exchangeable at the option of the holder and contains an Index Warrant, then the member
organization must ensure that the holder's account is approved for options trading in accordance
with the rules of a national securities exchange in order to exercise such rights.

.09 Trust Certificates may pass-through periodic payments of interest and principle of the
underlying securities.

.10 Trust Insurance. The Trust payments may be guaranteed pursuant to a financial guaranty
insurance policy which may include swap agreements.

.11 Early Termination. The Trust Certificates may be subject to early termination or call features.

.12 The Exchange may submit a rule filing pursuant to Section 19(b) of the Securities
Exchange Act of 1934 to permit the listing and trading of Trust Certificates. All statements or
representations contained in such rule filing regarding (a) the description of the index, portfolio
or reference asset, (b) limitations on index or portfolio holdings or reference assets, or (c)
the applicability of Exchange listing rules specified in such rule filing will constitute continued
listing requirements. An issuer of such securities must notify the Exchange of any failure to
comply with such continued listing requirements. If an issue of Trust Certificates does not satisfy
these requirements, the Exchange may halt trading in the securities and will initiate delisting
proceedings pursuant to Rule 5.5(m).

Adopted: December 30, 2015 (NYSE-2015-67).
Amended: March 10, 2017 (NYSE-2016-44); August 25, 2017 (NYSE-2017-44); December 21, 2017 (NYSE-2017-69); October 3,
2018 (NYSE-2018-30).

Rule 5.5
(a)-(g)   (1) Reserved
 

(g)(2).   Investment Company Units
 

(a)   Continued Listing Criteria. The Exchange will maintain surveillance procedures for securities
listed under Rule 5.2(j)(3) and consider the suspension of trading in, and will initiate delisting
proceedings under Rule 5.5(m) of, a series of Investment Company Units in any of the following
circumstances:
 

(1)   Following the initial twelve-month period beginning upon the commencement of trading of a
series of Units, there are fewer than 50 record and/or beneficial holders of Units;

(2)   The value of the index or portfolio of securities on which the series is based is no longer
calculated or available;
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(3)   If any of the continued listing requirements set forth in Rule 5.2(j)(3) are not continuously
maintained;

(4)   If the Exchange submits a rule filing pursuant to Section 19(b) of the Securities Exchange
Act to permit the listing and trading of a series of Units that do not otherwise meet the standards
set forth in Rule 5.2(j)(3) and any of the statements or representations regarding (a) the
description of the index, portfolio or reference asset, (b) limitations on index or portfolio holdings
or reference assets, or (c) the applicability of Exchange listing rules specified in such rule filing
are not continuously maintained; or

(5)   Such other event occurs or condition exists that, in the opinion of the Exchange, makes
further dealings on the Exchange inadvisable.

(b)   The Exchange will halt trading in a series of Units if the circuit breaker parameters of Rule 80B
have been reached. In exercising its discretion to halt or suspend trading in a series of Units, the
Exchange may consider factors such as the extent to which trading in the underlying securities is
not occurring or whether other unusual conditions or circumstances detrimental to the maintenance
of a fair and orderly market are present, in addition to other factors that may be relevant. The
remainder of this paragraph (b) shall apply only when the Exchange is the listing market for a series
of Units. If the Intraday Indicative Value (as defined in Supplementary Material .01 to Rule 5.2(j)(3))
or the official index value applicable to that series of Units is not being disseminated as required,
the Exchange may halt trading during the day in which the interruption to the dissemination of the
Intraday Indicative Value or the official index value occurs. If the interruption to the dissemination
of the Intraday Indicative Value or the official index value persists past the trading day in which it
occurred, the Exchange will halt trading.

(c)   In addition, the Exchange will remove Units from trading and listing (if applicable) upon
termination of the issuing Investment Company or upon the termination of listing of the Units on
their primary market, if the primary market is not the Exchange.

(h)-(j)   Reserved
 

(j)   -1. The Exchange will commence

The Exchange will maintain surveillance procedures for securities listed pursuant to Rule 5.2(j)(2) and
will commence delisting or removal proceedings pursuant to Rule 5.5(m) (unless the Commission has
approved the continued trading of such issue), under any of the following circumstances:

(i)   if the aggregate market value or the principal amount of the securities publicly held is less than
$400,000;

(ii)   if any of the continued listing requirements set forth in Rule 5.2(j)(2) are not continuously
maintained;

(iii)   if the Exchange submits a rule filing pursuant to Section 19(b) of the Securities Exchange
Act to permit the listing and trading of a series of Equity Linked Notes that do not otherwise meet
the standards set forth in Rule 5.2(j)(2) and any of the statements or representations regarding (a)
the description of the underlying linked-stock or portfolio, (b) limitations on the underlying linked-
stock or portfolio, or (c) the applicability of Exchange listing rules specified in such rule filing are not
continuously maintained; or

(iv)   if such other event shall occur or condition exists which in the opinion of the Exchange makes
further dealings on the Exchange inadvisable.
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(k)-(l)   Reserved

(m).   Delisting Procedures

Whenever the Exchange determines that it may be appropriate to either suspend dealings in and/or
remove securities from listing pursuant to Rule 5.2, Rule 5.5 or the applicable provisions of Rule 8P,
except for reasons specified in subsection (a) of Rule 12d2-2 promulgated under Section 12(d) of the
Securities Exchange Act of 1934, as amended ("Exchange Act Rule 12d2-2"), it will follow, insofar as
practicable, the following procedures:

(1)   Consideration of Commencement of Delisting Action
 

(a)   The Exchange shall notify the issuer in writing describing the basis on which the Exchange is
considering the delisting of the company's security. Such notice shall be sent by certified mail and
shall include the time and place of a meeting to be held by the Exchange to hear any reasons why
the issuer believes its security should not be delisted. Generally, the issuer will be notified at least
three (3) weeks prior to the meeting and will be requested to submit a written response.

(b)   If, after such meeting, the Exchange determines that the security should be delisted, the
Exchange shall notify the issuer in writing (if possible, the same day of the meeting) of the delisting
decision and the basis thereof. The written notice will also inform the issuer that it may appeal the
decision to the Board of Directors and request a hearing.

(c)   Concurrent with the Exchange's decision to delist the issuer's security, the Exchange will
prepare a press announcement, which will be disseminated to the market makers and the investing
public no later than the opening of trading the business day following the Exchange's decision
(NYSE Regulation will also distribute the information to the member organizations). Accordingly, the
suspension of trading in the issuer's security will become effective at the opening of business on the
day following the Exchange's decision.

(2)   Appeal Procedures
 

(a)   If the issuer requests an appeal hearing, it must file its request along with (i) a $2,500 delisting
appeal fee and (ii) an answer to the causes specified by the Exchange with the Secretary of the
Exchange no later than five (5) business days following service of notice of the proposed delisting.
If the issuer does not request a hearing within the specified period of time, or it does not submit
the $2,500 fee to the Exchange in the form and manner prescribed, the Exchange will file an
application on Form 25 to the Securities and Exchange Commission to strike the security from the
list of companies listed on the Exchange. The Exchange will furnish a copy of such application on
Form 25 to the issuer in accordance with Section 12 of the Securities Exchange Act of 1934 and the
Rules promulgated thereunder.

(b)   If a request for a hearing is made and the requirements of Rule 5.5(m)(2)(a) are met within the
time specified, the issuer will be entitled to an appeal hearing and the Exchange will provide the
issuer at least fifteen (15) business days notice of the time and place of the hearing.

(c)   The hearing shall be held before the CFR appointed by the Board of Directors for such
purpose. Only those members of the CFR who attend the hearing may vote with respect to any
decisions the Committee may make.

(d)   Any documents or other written material the issuer wishes to consider should be submitted to
the appropriate office of the Exchange at least five (5) business days prior to the date of the hearing.
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(e)   At the hearing, the issuer must prove its case by presenting testimony, evidence, and argument
to the CFR. The form and manner in which the actual hearing will be conducted will be established
by the CFR so as to assure the orderly conduct of the proceeding. At the hearing, the CFR may
require the issuer to furnish additional written information that has come to its attention.

(f)   After the conclusion of the proceeding, the CFR shall make its decision. The decision of the
CFR shall be in writing with one copy served upon the issuer and the second copy filed with the
Secretary of the Exchange. Such decision shall be final and conclusive. If the decision is that the
security should be removed from listing, the Exchange shall follow the procedures set forth below. If
the decision is that the security should not be removed from listing, the issuer shall receive a notice
to that effect from the Exchange.

(3)   Public Notice of Delisting Action

If the final decision is that the security of the issuer is to be removed from listing, then, no fewer than
ten (10) days before the delisting becomes effective: (a) an application on Form 25 shall be submitted
by the Exchange to the Securities and Exchange Commission to strike the security from listing and
registration in accordance with Exchange Act Rule 12d2-2, (b) a copy of such application shall be
provided to the issuer in accordance with Exchange Act Rule 12d2-2, and (c) public notice of the
Exchange's final determination to delist the security shall be made via a press release and posting on
the Exchange's website until the delisting is effective.

Adopted: December 30, 2015 (NYSE-2015-67).
Amended: March 10, 2017 (NYSE-2016-44).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, Rule 6P, New York Stock Exchange, Reserved
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Adopted: December 30, 2015 (NYSE-2015-67).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, Rule 7.1., New
York Stock Exchange, Hours of Business

Click to open document in a browser

(a)   Except as may be otherwise determined by the Board of Directors as to particular days, the Exchange
shall be open for the transaction of business on every business day. The hours at which trading sessions
shall open and close shall be during such hours as may be specified by Exchange rule or established by the
Board of Directors.

(b)   Dealings upon the Exchange shall be limited to the hours during which the Exchange is open for the
transaction of business. No member organization shall make any bid, offer, or transaction through the
facilities of the Exchange before or after those hours.

(c)   Except as may be otherwise determined by the Board of Directors, the CEO of the Exchange or his or
her designee may take any of the following actions:

(1) halt or suspend trading in some or all securities traded on the Exchange;
(2) extend the hours for the transaction of business on the Exchange;
(3) close some or all Exchange facilities;
(4) determine the duration of any halt, suspension or closing undertaken pursuant to this rule; or
(5) determine to trade securities on the Exchange's disaster recovery facility.

(d)   The CEO or his or her designee shall take any of the actions described in paragraph (c) above only
when he or she deems such action to be necessary or appropriate for the maintenance of a fair and orderly
market, or the protection of investors or otherwise in the public interest, due to extraordinary circumstances
such as (i) actual or threatened physical danger, severe climatic conditions, civil unrest, terrorism, acts of war,
or loss or interruption of facilities utilized by the Exchange, (ii) a request by a governmental agency or official,
or (iii) a period of mourning or recognition for a person or event.

(e)   The CEO or his or her designee shall notify the Board of Directors of actions taken pursuant to this rule,
except for a period of mourning or recognition for a person or event, as soon thereafter as is feasible.

Adopted: December 30, 2015 (NYSE-2015-67).
Amended: July 27, 2017 (NYSE-2017-35).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, Rule 7.2., New York Stock Exchange, Holidays

Click to open document in a browser

The Exchange will not be open for business on New Year's Day, Martin Luther King Jr. Day, Presidents' Day,
Good Friday, Memorial Day, Independence Day, Labor Day, Thanksgiving Day and Christmas Day.

When a holiday observed by the Exchange falls on a Saturday, the Exchange will not be open for business on
the preceding Friday and when any holiday observed by the Exchange falls on a Sunday, the Exchange will not
be open for business on the succeeding Monday, unless unusual business conditions exist, such as the ending
of a monthly or yearly accounting period.

Adopted: December 30, 2015 (NYSE-2015-67).
Amended: July 27, 2017 (NYSE-2017-35).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, Rule 7.3., New York Stock Exchange, Reserved

Click to open document in a browser

Adopted: December 30, 2015 (NYSE-2015-67).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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The unit of trading in stocks is 1 share. A "round lot" is 100 shares, unless specified by the primary listing market
to be fewer than 100 shares. Any amount less than a round lot will constitute an "odd lot," and any amount
greater than a round lot that is not a multiple of a round lot will constitute a "mixed lot."
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The minimum price variation ("MPV") for quoting and entry of orders in securities traded on the Exchange is
$0.01, with the exception of securities that are priced less than $1.00 for which the MPV for quoting and entry of
orders is $0.0001.
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Bids and offers will be considered to be "regular way."

Adopted: December 30, 2015 (NYSE-2015-67).
Amended: July 27, 2017 (NYSE-2017-35).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

50

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+SX-PMANU-NYSE7.8%2952dd0a027d4610009a0c005056883b3a0e?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, Rule 7.9., New York
Stock Exchange, Execution Price Binding

Click to open document in a browser

Notwithstanding Rules 7.10 and 7.11, the price at which an order is executed shall be binding notwithstanding
the fact that an erroneous report in respect thereto may have been rendered.
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The provisions of paragraphs (c), (e)(2), (f), and (g) of this Rule and the provisions of paragraphs (i) through (k),
will be in effect during a pilot period that expires at the close of business on October 18, 2019. If the pilot period
is not either extended or approved as permanent, the prior versions of sections (c), (e)(2), (f), and (g) of Rule 128
will be in effect for UTP Securities, and the provisions of paragraphs (i) through (k) will be null and void.

(a) Definition. For purposes of this Rule, the terms of a transaction executed on the Exchange are "clearly
erroneous" when there is an obvious error in any term, such as price, number of shares or other unit
of trading, or identification of the security. A transaction made in clearly erroneous error and cancelled
by both parties or determined by the Exchange to be clearly erroneous will be removed from the
Consolidated Tape.

(b) Request and Timing of Review. A member organization that receives an execution on an order that
was submitted erroneously to the Exchange for its own or customer account may request that the
Exchange review the transaction under this Rule. An Officer of the Exchange or such other employee
designee of the Exchange ("Officer") will review the transaction under dispute and determine whether
it is clearly erroneous, with a view toward maintaining a fair and orderly market and the protection of
investors and the public interest. Such request for review will be made in writing via e-mail or other
electronic means specified from time to time by the Exchange in a circular distributed to member
organizations.

(i) Requests for Review. Requests for review must be received within thirty (30) minutes of
execution time and will include information concerning the time of the transaction(s), security
symbol(s), number of shares, price(s), side (bought or sold), and factual basis for believing
that the trade is clearly erroneous. Upon receipt of a timely filed request that satisfies the
numerical guidelines set forth in Section (c)(1) of this Rule, the counterparty to the trade
will be notified by the Exchange as soon as practicable, but generally within 30 minutes. An
Officer may request additional supporting written information to aid in the resolution of the
matter. If requested, each party to the transaction will provide, within thirty (30) minutes of the
request, any supporting written information. Either party to the disputed trade may request the
supporting written information provided by the other party on the matter.

(ii) Routed Executions. Other market centers will generally have an additional 30 minutes from
receipt of their participant's timely filing, but no longer than 60 minutes from the time of the
execution at issue, to file with the Exchange for review of transactions routed to the Exchange
from that market center and executed on the Exchange.

(c) Thresholds. Determinations of a clearly erroneous execution will be made as follows:

(1) Numerical Guidelines. Subject to the provisions of paragraph (c)(3) below, a transaction
executed during the Core Trading Session or the Early Trading Session will be found to be
clearly erroneous if the price of the transaction to buy (sell) that is the subject of the complaint
is greater than (less than) the Reference Price by an amount that equals or exceeds the
Numerical Guidelines set forth below. The Reference Price will be equal to the consolidated
last sale immediately prior to the execution(s) under review except for: (A) Multi-Stock
Events involving twenty or more securities, as described in (c)(2) below; and (B) in other
circumstances, such as, for example, relevant news impacting a security or securities,
periods of extreme market volatility, sustained illiquidity, or widespread system issues, where
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use of a different Reference Price is necessary for the maintenance of a fair and orderly
market and the protection of investors and the public interest.

Reference Price, Cir-
cumstance or Product:

Core Trading Session Nu-
merical Guidelines (Subject
transaction's % difference
from the Reference Price:

Early Trading Session Nu-
merical Guidelines (Subject
transaction's % difference
from the Reference Price:

Between $0.00 and $25.00 10% 20%
Between $25.01 and $50.00 5% 10%

Greater than $50.00 3% 6%
Multi-Stock Event - Filings

involving five or more, but less
than twenty, securities whose
executions occurred within a
period of five minutes or less

10% 10%

Multi-Stock Event - Filings
involving twenty or more

securities whose executions
occurred within a period
of five minutes or less

30%, subject to the terms
of paragraph (c)(2) below

30%, subject to the terms
of paragraph (c)(2) below

Leveraged ETF/ETN securities Core Trading Session
Numerical Guidelines

multiplied by the leverage
multiplier (e.g., 2x)

Core Trading Session
Numerical Guidelines

multiplied by the leverage
multiplier (e.g. 2x)

(2) Multi-Stock Events Involving Twenty or More Securities. During Multi-Stock Events involving
twenty or more securities the number of affected transactions may be such that immediate
finality is necessary to maintain a fair and orderly market and to protect investors and the
public interest. In such circumstances, the Exchange may use a Reference Price other than
consolidated last sale. To ensure consistent application across market centers when this
paragraph is invoked, the Exchange will promptly coordinate with the other market centers
to determine the appropriate review period, which may be greater than the period of five
minutes or less that triggered application of this paragraph, as well as select one or more
specific points in time prior to the transactions in question and use transaction prices at or
immediately prior to the one or more specific points in time selected as the Reference Price.
The Exchange will nullify as clearly erroneous all transactions that are at prices equal to or
greater than 30% away from the Reference Price in each affected security during the review
period selected by the Exchange and other markets consistent with this paragraph.

(3) Additional Factors. Except in the context of a Multi-Stock Event involving five or more
securities, an Officer may also consider additional factors to determine whether an execution
is clearly erroneous, including but not limited to, system malfunctions or disruptions, volume
and volatility for the security, derivative securities products that correspond to greater than
100% in the direction of a tracking index, news released for the security, whether trading
in the security was recently halted/resumed, whether the security is an IPO, whether the
security was subject to a stock-split, reorganization, or other corporate action, overall market
conditions, Early Trading Session executions, validity of the consolidated tapes trades and
quotes, consideration of primary market indications, and executions inconsistent with the
trading pattern in the stock. Each additional factor will be considered with a view toward
maintaining a fair and orderly market and the protection of investors and the public interest.

(d) Outlier Transactions. In the case of an Outlier Transaction, an Officer may at its sole discretion, and
on a case-by-case basis, consider requests received pursuant to subsection (b) of this Rule after 30

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

53

http://researchhelp.cch.com/License_Agreement.htm


minutes, but not longer than sixty minutes after the transaction in question, depending on the facts and
circumstances surrounding such request.

(1) "Outlier Transaction" means a transaction where:

(A) the execution price of the security is greater than three times the current Numerical
Guidelines set forth in Paragraph (c)(1) of this Section, or

(B) the execution price of the security in question is not within the Outlier Transaction
parameters set forth in Paragraph (d)(1)(A) of the Section but breaches the 52-
week high or 52-week low, the Exchange may consider Additional Factors as
outlined in 7.10(c)(3), in determining if the transaction qualifies for further review or
if the Exchange shall decline to act.

(e) Review Procedures.

(1) Determination by Officer. Unless both parties to the disputed transaction agree to withdraw
the initial request for review, the transaction under dispute will be reviewed, and a
determination will be rendered by the Officer. If the Officer determines that the transaction
is not clearly erroneous, the Officer will decline to take any action in connection with the
completed trade. In the event that the Officer determines that the transaction in dispute is
clearly erroneous, the Officer will declare the transaction null and void. A determination will
be made generally within 30 minutes of receipt of the complaint, but in no case later than the
start of Core Trading on the following trading day. The parties will be promptly notified of the
determination.

(2) Appeals. If a member organization affected by a determination made under this Rule so
requests within the time permitted below, the Clearly Erroneous Execution Panel ("CEE
Panel") will review decisions made by the Officer under this Rule, including whether a clearly
erroneous execution occurred and whether the correct determination was made; provided
however that the CEE Panel will not review decisions made by an officer under subsection (f)
of this Rule if such Officer also determines under subsection (f) of this Rule that the number
of the affected transactions is such that immediate finality is necessary to maintain a fair
and orderly market and to protect investors and the public interest, and further provided that
with respect to rulings made in conjunction with one or more additional market centers, the
number of the affected transactions is similarly such that immediate finality is necessary to
maintain a fair and orderly market and to protect investors and the public interest and, hence,
are also non-appealable.

(A) The CEE Panel will consist of the Exchange Chief Regulatory Officer ("CRO"), or a
designee of the CRO, and representatives from two (2) member organizations.

(B) The Exchange will designate at least ten (10) member organization representatives
to be called upon to serve on the CEE Panel as needed. In no case will a CEE
Panel include a person related to a party to the trade in question. To the extent
reasonably possible, the Exchange will call upon the designated representatives to
participate on a CEE Panel on an equally frequent basis.

(3) A request for review on appeal must be made via e-mail within thirty (30) minutes after the
party making the appeal is given notification of the initial determination being appealed. The
CEE Panel will review the facts and render a decision as soon as practicable, but generally
on the same trading day as the execution(s) under review. On requests for appeal received
between 3:00 p.m. Eastern Time and the close of trading, a decision will be rendered as soon
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as practicable, but in no case later than the trading day following the date of the execution
under review.

(4) The CEE Panel may overturn or modify an action taken by the Officer under this Rule. All
determinations by the CEE Panel will constitute final action by the Exchange on the matter at
issue.

(5) If the CEE Panel votes to uphold the decision made pursuant to Rule 7.10(e)(1), the
Exchange will assess a $500.00 fee against the member organization(s) who initiated the
request for appeal.

(6) Any determination by an Officer or by the CEE Panel will be rendered without prejudice as to
the rights of the parties to the transaction to submit their dispute to arbitration.

(f) System Disruption or Malfunctions. In the event of any disruption or a malfunction in the operation
of any electronic communications and trading facilities of the Exchange in which the nullification of
transactions may be necessary for the maintenance of a fair and orderly market or the protection
of investors and the public interest exist, the Officer, on his or her own motion, may review such
transactions and declare such transactions arising out of the operation of such facilities during such
period null and void. In such events, the Officer of the Exchange or such other senior level employee
designee will rely on the provisions of Section (c)(1)-(3) of this Rule, but in extraordinary circumstances
may also use a lower Numerical Guideline if necessary to maintain a fair and orderly market, protect
investors and the public interest. Absent extraordinary circumstances, any such action of the Officer
pursuant to this subsection (f) will be taken within thirty (30) minutes of detection of the erroneous
transaction. When extraordinary circumstances exist, any such action of the Officer must be taken
by no later than the start of Core Trading on the day following the date of execution(s) under review.
Each member organization involved in the transaction will be notified as soon as practicable, and
the member organization aggrieved by the action may appeal such action in accordance with the
provisions of subsection (e)(2)-(4).

(g) Officer Acting On Own Motion. An Officer, acting on its own motion, may review potentially erroneous
executions and declare trades null and void or will decline to take any action in connection with
the completed trade(s). In such events, the Officer of the Exchange or such other senior level
employee designee will rely on the provisions of Section (c)(1)-(3) of this Rule. Absent extraordinary
circumstances, any such action of the Officer will be taken in a timely fashion, generally within thirty
(30) minutes of the detection of the erroneous transaction. When extraordinary circumstances exist,
any such action of the Officer must be taken by no later than the start of Core Trading on trading
day following the date of execution(s) under review. When such action is taken independently, each
party involved in the transaction will be notified as soon as practicable by the Exchange, and the party
aggrieved by the action may appeal such action in accordance with the provisions of subsection (e)(2)-
(4) above.

(h) Trade Nullification for UTP Securities that are Subject of Initial Public Offerings ("IPOs"). Pursuant
to SEC Rule 12f-2, as amended, the Exchange may extend unlisted trading privileges to a security
that is the subject of an initial public offering when at least one transaction in the subject security
has been effected on the national securities exchange or association upon which the security is
listed and the transaction has been reported pursuant to an effective transaction reporting plan. A
clearly erroneous error may be deemed to have occurred in the opening transaction of the subject
security if the execution price of the opening transaction on the Exchange is the lesser of $1.00 or
10% away from the opening price on the listing exchange or association. In such circumstances, the
Officer will declare the opening transaction null and void or will decline to take action in connection
with the completed trade(s). Clearly erroneous executions of subsequent transactions of the subject
security will be reviewed in the same manner as the procedure set forth in (e)(1). Absent extraordinary
circumstances, any such action of the Officer pursuant to this subsection (h) will be taken in a timely
fashion, generally within thirty (30) minutes of the detection of the erroneous transaction. When
extraordinary circumstances exist, any such action of the Officer must be taken by no later than the
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start of Core Trading on the day following the date of execution(s) under review. Each party involved in
the transaction will be notified as soon as practicable by the Exchange, and the party aggrieved by the
action may appeal such action in accordance with the provisions of subsection (e)(2)-(4) above.

(i) Securities Subject to Limit Up-Limit Down Plan. For purposes of this paragraph, the phrase "Limit Up-
Limit Down Plan" or "Plan" means the Plan to Address Extraordinary Market Volatility Pursuant to
Rule 608 of Regulation NMS under the Act. The provisions of paragraphs (a) through (h) above and
(j) through (k) below will govern all Exchange transactions, including transactions in securities subject
to the Plan, other than as set forth in this paragraph (i). If as a result of an Exchange technology or
systems issue any transaction occurs outside of the applicable price bands disseminated pursuant
to the Plan, an Officer of the Exchange or senior level employee designee, acting on his or her own
motion or at the request of a third party, will review and declare any such trades null and void. Absent
extraordinary circumstances, any such action of the Officer of the Exchange or other senior level
employee designee will be taken in a timely fashion, generally within thirty (30) minutes of the detection
of the erroneous transaction. When extraordinary circumstances exist, any such action of the Officer
of the Exchange or other senior level employee designee must be taken by no later than the start of
the Core Trading Hours on the trading day following the date on which the execution(s) under review
occurred. Each member organization involved in the transaction will be notified as soon as practicable
by the Exchange, and the party aggrieved by the action may appeal such action in accordance with
the provisions of paragraph (e)(2) above. In the event that a single plan processor experiences a
technology or systems issue that prevents the dissemination of price bands, the Exchange will make
the determination of whether to nullify transactions based on paragraphs (a) through (h) above and (j)
through (k) below.

(j) Multi-Day Event. A series of transactions in a particular security on one or more trading days may
be viewed as one event if all such transactions were effected based on the same fundamentally
incorrect or grossly misinterpreted issuance information resulting in a severe valuation error for all such
transactions (the "Event"). An Officer, acting on his or her own motion, will take action to declare all
transactions that occurred during the Event null and void not later than the start of trading on the day
following the last transaction in the Event. If trading in the security is halted before the valuation error is
corrected, an Officer will take action to declare all transactions that occurred during the Event null and
void prior to the resumption of trading. Notwithstanding the foregoing, no action can be taken pursuant
to this paragraph with respect to any transactions that have reached settlement date or that result from
an initial public offering of a security. To the extent transactions related to an Event occur on one or
more other market centers, the Exchange will promptly coordinate with such other market center(s) to
ensure consistent treatment of the transactions related to the Event, if practicable. Any action taken in
connection with this paragraph will be taken without regard to the Numerical Guidelines set forth in this
Rule. Each member organization involved in a transaction subject to this paragraph will be notified as
soon as practicable by the Exchange, and the party aggrieved by the action may appeal such action in
accordance with the provisions of paragraph (e)(2) above.

(k) Trading Halts. In the event of any disruption or malfunction in the operation of the electronic
communications and trading facilities of the Exchange, another market center or responsible single
plan processor in connection with the transmittal or receipt of a regulatory trading halt, suspension
or pause, an Officer, acting on his or her own motion, will nullify any transaction in a security that
occurs after the primary listing market for such security declares a regulatory trading halt, suspension
or pause with respect to such security and before such regulatory trading halt, suspension or pause
with respect to such security has officially ended according to the primary listing market. In addition,
in the event a regulatory trading halt, suspension or pause is declared, then prematurely lifted in error
and is then re-instituted, an Officer will nullify transactions that occur before the official, final end of the
halt, suspension or pause according to the primary listing market. Any action taken in connection with
this paragraph will be taken in a timely fashion, generally within thirty (30) minutes of the detection of
the erroneous transaction and in no circumstances later than the start of Core Trading Hours on the
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trading day following the date of execution(s) under review. Any action taken in connection with this
paragraph will be taken without regard to the Numerical Guidelines set forth in this Rule. Each member
organization involved in a transaction subject to this paragraph will be notified as soon as practicable
by the Exchange, and the party aggrieved by the action may appeal such action in accordance with the
provisions of paragraph (e)(2) above.

Adopted: December 30, 2015 (NYSE-2015-67).
Amended: March 26, 2018 (NYSE-2017-36); April 5, 2019 (NYSE-2019-17).
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NYSE Guide, Regulation, Rule 7.11., New York Stock
Exchange, Limit Up—Limit Down Plan and Trading Pauses

in Individual Securities Due to Extraordinary Market Volatility
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(a) Limit Up-Limit Down Mechanism.

(1) Definitions

(A) "Plan" means the Plan to Address Extraordinary Market Volatility Submitted to the
Securities and Exchange Commission Pursuant to Rule 608 of Regulation NMS
under the Securities Exchange Act of 1934, Exhibit A to Securities Exchange Act
Release No. 67091 (May 31, 2012), 77 FR 33498 (June 6, 2012), as it may be
amended from time to time.

(B) All capitalized terms not otherwise defined in this Rule shall have the meanings set
forth in the Plan or Exchange rules, as applicable.

(2) Exchange Participation in the Plan. The Exchange is a Participant in, and subject to the
applicable requirements of, the Plan, which establishes procedures to address extraordinary
volatility in NMS Stocks.

(3) Member Organization Compliance. Member organizations will comply with the applicable
provisions of the Plan.

(4) Exchange Compliance with the Plan. Exchange systems will not display or trade buy (sell)
interest above (below) the Upper (Lower) Price Bands, unless such interest is specifically
exempted under the Plan.

(5) Repricing and Cancellation of Orders. Exchange systems will reprice or cancel buy (sell)
orders that are priced or could be traded above (below) the Upper (Lower) Price Band.

(A) Incoming Market Orders, Limit Orders designated IOC, and Day ISOs will be
traded, or if applicable, routed to an Away Market, to the fullest extent possible,
subject to Rule 7.31(a)(1)(B) (Trading Collars for Market Orders) and 7.31(a)(2)(B)
(price check for Limit Orders) at prices at or within the Price Bands.

(i) Any quantity of such orders that cannot be traded or routed at prices at or
within the Price Bands will be cancelled and the member organization will
be notified of the reason for the cancellation.

(ii) If Price Bands move and the working price of a resting Market Order or
Day ISO to buy (sell) is above (below) the updated Upper (Lower) Price
Band, such orders will be cancelled.

(B) Incoming Limit Orders will be traded, or if applicable, routed to an Away Market,
to the fullest extent possible, subject to Rule 7.31(a)(2)(B) (price check for Limit
Orders) at prices at or within the Price Bands.

(i) Such order will be assigned a working price, and if applicable, display
price, at the Upper (Lower) Price Band, consistent with the terms of the
order.

(ii) The repricing of Limit Orders will be applicable to both incoming and
resting orders. If the Price Bands move and the limit price of a repriced
order is at or within the Price Band, such Limit Order will be adjusted to its
limit price.

(C) Sell Short Orders. During a Short Sale Price Test, as set forth in Rule 7.16(f), such
short sale order priced below the Lower Price Band will be repriced to the higher of
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the Lower Price Band or the Permitted Price, as defined in Rule 7.16(f)(5)(A). Sell
short orders that are not eligible to be repriced will be treated as the order types
specified in (a)(5)(A) above.

(D) Reserved.
(E) Reserved.
(F) If the midpoint of the PBBO is above (below) the Upper (Lower) Price Band, an MPL

Order to buy (sell) will not be repriced or rejected and will not be eligible to trade.
(6) Routing to Away Markets. Exchange systems will not route buy (sell) orders to an Away

Market displaying a sell (buy) quote that is above (below) the Upper (Lower) Price Band.
(7) Trading Pause during a Straddle State. The Exchange may declare a Trading Pause for a

NMS Stock listed on the Exchange when (i) the National Best Bid (Offer) is below (above) the
Lower (Upper) Price Band and the NMS Stock is not in a Limit State; and (ii) trading in that
NMS Stock deviates from normal trading characteristics.

(8) After the Exchange opens or reopens an Exchange-listed security but before receiving Price
Bands from the SIP under the Plan, the Exchange will calculate Price Bands based on the
first Reference Price provided to the SIP and if such Price Bands are not in the MPV for the
security, such Price Bands will be rounded to the nearest price at the applicable MPV.

(b) Re-opening of Trading following a Trading Pause.

(1) If a primary listing market issues an individual stock trading pause, the Exchange will pause
trading in that security until trading has resumed on the primary listing market or notice has
been received from the primary listing market that trading may resume. If the primary listing
market does not reopen the security within 10 minutes of notification of a Trading Pause, the
Exchange may resume trading the security.

Adopted: December 30, 2015 (NYSE-2015-67).
Amended: March 26, 2018 (NYSE-2017-36); April 25, 2019 (NYSE-2019-21).
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(a)   Each member organization shall either:
(1) be a clearing firm;
(2) clear transactions on the Exchange through a clearing firm; or
(3) clear transactions through an entity duly authorized by the Exchange.

(b)   A member organization must give up the name of the clearing firm through which each transaction on
the Exchange will be cleared. If there is a subsequent change in identity of the clearing firm through which
the transaction on the Exchange will be cleared, the member organization shall report such change to the
Exchange at least five (5) business days in advance.

(c)   Each clearing firm must be admitted to the Exchange as a member organization by meeting the
qualification requirements set forth in Rule 2. The clearing firm shall be responsible for the clearance of the
transactions effected by each member organization which gives up such clearing firm's name pursuant to a
letter of authorization, letter of guarantee or other authorization given by such clearing firm to such member
organization, which authorization shall be submitted to the Exchange.

(d)   Notwithstanding any other provisions contained in the Rule to the contrary, the Board may extend or
postpone the time of the delivery of a transaction on the Exchange whenever in its opinion, such action is
called for by the public interest, by just and equitable principles of trade or by the need to meet unusual
conditions. In such case, delivery shall be effected at such time, place and manner as directed by the Board
of Directors.

Adopted: December 30, 2015 (NYSE-2015-67).
Amended: July 27, 2017 (NYSE-2017-35); October 3, 2018 (NYSE-2018-42).
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(a) The terms "long", "short", and "short exempt" will have the meaning given to each by Regulation SHO,
17 CFR 240.200 et seq.

(b) Order Identification. No member organization of the Exchange may, by the use of any facility of the
Exchange, execute any sell order unless such order is indicated as either "long", "short", or "short
exempt".

(c) Marking Orders. A member organization must mark all sell orders as "long", "short", or "short exempt".
Sales should be marked "short", "short exempt", and "long" in accordance with SEC Rule 200(g).

(d) Covering Short Sales. No member organization of the Exchange will lend, or arrange for the loan of
any security for delivery to the broker for the purchaser after sale, or will fail to deliver a security on
the date delivery is due, if such member organization knows or has reasonable grounds to believe
that the sale was effected, or will be effected, pursuant to an order marked "long" unless such member
organization knows, or has been informed by the seller (i) that the security sold has been forwarded
to the account for which the sale was effected, or (ii) that the seller owns the security sold, that it is
then impracticable to deliver such security to such account and that delivery will be made as soon as is
possible without undue inconvenience or expense. The provisions of this subsection (d) will not apply
to:

(1) The lending of a security by a member organization through the medium of a loan to another
member organization; or

(2) Any loan, or arrangement for the loan, of any security, or any failure to deliver any security
if, prior to such loan, arrangement, or failure to deliver, the Exchange finds (A) that such sale
resulted from a mistake made in good faith; (B) either that the condition of the market at the
time the mistake was discovered was such that undue hardship would result from covering
the transaction by a "purchase for cash" or that the mistake was made by the seller's broker;
and (C) that due diligence was used to ascertain that either (i) the security to be delivered
after sale is carried in the account for which the sale was effected, or (ii) such member
organization had been informed that the seller owns the security being sold, and as soon
as possible without undue inconvenience or expense, will deliver the security owned to the
account for which the sale was effected.

(e) General. Short sale executions, order marking and securities lending in connection with short sales by
member organizations will be subject to, and comply with, the provisions of Regulation SHO under the
Securities Exchange Act of 1934.

(f) Short Sale Price Test Pursuant to Rule 201 of Regulation SHO. The following provisions will apply
to short sales subject to the provisions of Rule 201 of Regulation SHO:

(1) Definitions. For purposes of this Rule, the terms "covered security," "listing market," and
"national best bid" ("NBB") will have the same meaning as such terms have in Rule 201 of
Regulation SHO.

(2) Short Sale Price Test. Except as provided in subparagraphs (f)(6) and (f)(7) below,
Exchange systems will not execute or display a short sale order with respect to a covered
security at a price that is less than or equal to the current NBB if the price of that security
decreases by 10% or more, as determined by the listing market for the security, from the
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Official Closing Price on the Exchange as of the end of regular trading hours on the prior day
("Trigger Price").

(3) Reserved.
(4) Duration of Short Sale Price Test. If the Short Sale Price Test is triggered by the listing

market with respect to a covered security, the Short Sale Price Test will remain in effect until
the close of trading on the next trading day, as provided for in Regulation SHO Rule 201(b)(1)
(ii) (the "Short Sale Period").

(5) Re-pricing of Orders during Short Sale Period. During the Short Sale Period, short sale
orders will be handled by Exchange systems as follows:

(A) Re-pricing of Orders —Except as provided for in paragraphs (f)(5)(B) - (I) of
this Rule, short sale orders with a working price and/or display price equal to or
lower than the NBB will have the working price and/or display price adjusted one
minimum price increment above the current NBB ("Permitted Price"). The Permitted
Price for securities for which the NBB is $1 or more is $.01 above the NBB; the
Permitted Price for securities for which the NBB is below $1 is $.0001 above the
NBB. To reflect declines in the NBB, the Exchange will continue to adjust the
working price of a short sale order at the lowest Permitted Price down to the order's
original limit price.

(B) Priority 3 Orders —Orders and reserve interest ranked Priority 3- Non-Display
Orders will have a working price adjusted to a Permitted Price and will continuously
adjust to a Permitted Price as the NBB moves both up and down. Reserve interest
that replenishes the displayed quantity of a Reserve Order will be replenished at a
Permitted Price.

(C) Priority 1 Orders -- A Market Order will be ranked Priority 2 - Display Orders and
will be subject to Trading Collars specified in Rule 7.31(a)(1)(B)(i). If a Short Sale
Period is triggered when an order ranked Priority 1 - Market Orders is resting on the
Exchange Book, such resting order will be converted to an order ranked Priority 2 -
Display Orders. If the Short Sale Period ends intraday, such order will be converted
back to an order ranked Priority 1 - Market Orders. When ranked Priority 2 - Display
Orders, such order will be:

(i) assigned a limit price of one MPV above $0.00;
(ii) assigned a working price and (during Core Trading Hours) a display price

that is the higher of the Permitted Price or one MPV above the lower
Trading Collar as determined under Rule 7.31(a)(1)(B)(i); and

(iii) cancelled if the Permitted Price is or becomes lower than the Lower Price
Band, as provided for in Rule 7.11(a)(5).

(D) D Orders, Pegged Orders and MPL Orders —D Orders, Pegged Orders and
MPL Orders, including orders marked buy, sell long and sell short exempt, will
use the NBBO instead of the PBBO as the reference price. The working price of
MPL Orders and the Midpoint Price of D Orders will be the mid-point of the NBBO,
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including situations where the mid-point is less than one minimum price increment
above the NBB

(E) Reserved.
(F) IOC Orders —Limit Orders designated IOC requiring that all or part of the order be

traded immediately will be traded to the extent possible at a Permitted Price and
higher and then cancelled, and the working price will not be adjusted.

(G) ISO —ISOs will be rejected if the limit price is at or below the NBB.
(H) Reserved.
(I) Returned Orders —If a Short Sale Price Test is triggered after an order has routed,

any returned quantity of the order and the order it joins on the Exchange Book will
be adjusted to a Permitted Price. If the order that was routed was a Reserve Order,
the returned quantity of the order will first join the reserve interest at a Permitted
Price before being evaluated for replenishing the display quantity of the Reserve
Order.

(6) Execution of Permissible Orders during the Short Sale Period. During the Short Sale
Period, a short sale order will be executed and displayed without regard to price if, at the time
of initial display of the short sale order, the order was at a price above the then current NBB.
Except as specifically noted in subparagraph (f)(5), short sale orders that are entered into the
Exchange prior to the Short Sale Period but are not displayed, including the reserve interest
of a Reserve Order, will be adjusted to a Permitted Price.

(7) Short Exempt Orders. During the Short Sale Period, Exchange systems will execute and
display orders marked "short exempt" without regard to whether the order is at a Permitted
Price. Exchange systems will accept orders marked "short exempt" at any time when such
systems are open for order entry, regardless of whether the Short Sale Price Test has been
triggered.

Adopted: December 30, 2015 (NYSE-2015-67).
Amended: March 26, 2018 (NYSE-2017-36); February 15, 2019 (NYSE-2018-52); March 8, 2019 (NYSE-2019-08).
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(a)   Orders at Stated Prices and Sizes. No member organization shall submit to the Exchange an order to
buy from or sell to any person any security at a stated price and/or size unless such member organization is
prepared to, and, upon submission of an appropriate contra-side order, does, purchase or sell, as the case
may be, at such price and/or size and under such conditions as are stated at the time of submission of such
order to buy or sell.

(b)   Firm Quotes. Firm Quotes. All bids made and all offers made shall be in accordance with the provisions
of Rule 602 of Regulation NMS, governing the dissemination of quotations for reported securities.

Adopted: December 30, 2015 (NYSE-2015-67).
Amended: July 27, 2017 (NYSE-2017-35).
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(a)   UTP Regulatory Halts. If the UTP Listing Market declares a UTP Regulatory Halt, the Exchange will halt
trading in that security until it receives notification from the UTP Listing Market that the halt or suspension
is no longer in effect or as provided for in Rules 80B and 7.11, provided that, during the Exchange's normal
trading hours, the Exchange will halt trading until it receives the first Price Band in that security. If a UTP
Regulatory Halt was issued for the purpose of dissemination of material news, the Exchange will assume that
adequate publication or dissemination has occurred upon the expiration of one hour after initial publication in
a national news dissemination service of the information that gave rise to an UTP Regulatory Halt and may,
at its discretion, reopen trading at that time, notwithstanding notification from the UTP Listing Market that the
halt or suspension is no longer in effect.

(b)   The Exchange will not conduct a Trading Halt Auction in a UTP Security and will process new and
existing orders in a UTP Security during a UTP Regulatory Halt as follows:

(1) cancel any unexecuted portion of Market Orders, Non-Displayed Limit Orders, Non-Displayed
Primary Peg Orders, MPL Orders, Last Sale Peg Orders, and orders not eligible to trade in the
current trading session on the Exchange Book;

(2) maintain all other resting orders in the Exchange Book at their last working price and display price;
(3) accept and process all cancellations;
(4) process a request to cancel and replace as a cancellation without replacing the order;
(5) accept and route new Market Orders and Auction-Only Orders to the primary listing market; and
(6) reject all other incoming order instructions until the security begins trading on the Exchange

pursuant to paragraph (a) of this Rule.

(c)   Reserved.

(d)   Halts in Exchange Traded Products.
 

(1)   Trading Halts for UTP Exchange Traded Products.
 

(A)   Early Trading Session. If a UTP Exchange Traded Product begins trading on the Exchange in
the Early Trading Session and subsequently a temporary interruption occurs in the calculation or wide
dissemination of the Intraday Indicative Value ("IIV") or the value of the underlying index, as applicable,
to such UTP Exchange Traded Product, by a major market data vendor, the Exchange may continue to
trade the UTP Exchange Traded Product for the remainder of the Early Trading Session.

(B)   Core Trading Session. During the Core Trading Session, if a temporary interruption occurs in the
calculation or wide dissemination of the applicable intraday indicative value or value of the underlying
index by a major market data vendor and the listing market halts trading in the UTP Exchange Traded
Product, the Exchange, upon notification by the primary listing market of such halt due to such
temporary interruption, also shall immediately halt trading in the UTP Exchange Traded Product on the
Exchange.

(C)   Reserved.

Adopted: December 30, 2015 (NYSE-2015-67).
Amended: March 10, 2017 (NYSE-2016-44); March 26, 2018 (NYSE-2017-36); March 8, 2019 (NYSE-2019-08).
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(a) General. The Exchange will be available for entry and execution of orders by Users with authorized access.
To obtain authorized access to the Exchange, each User must enter into a User Agreement.

Adopted: December 30, 2015 (NYSE-2015-67).
Amended: July 27, 2017 (NYSE-2017-35).
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(a)   A member organization shall maintain a list of ATs who may obtain access to the Exchange on behalf
of the member organization. The member organization shall update the list of ATs as necessary. Member
organizations must provide the list of ATs to the Exchange upon request.

(b)   A member organization must have reasonable procedures to ensure that all ATs comply with the Rules
and procedures of the Exchange.

(c)   A member organization must suspend or withdraw a person's status as an AT if the Exchange has
determined that the person has caused the member organization to fail to comply with the Rules of the
Exchange and the Exchange has directed the member organization to suspend or withdraw the person's
status as an AT.

(d)   A member organization must have reasonable procedures to ensure that the ATs maintain the physical
security of the equipment for accessing the facilities of the Exchange to prevent the improper use or access to
the systems, including unauthorized entry of information into the systems.

Adopted: December 30, 2015 (NYSE-2015-67).
Amended: July 27, 2017 (NYSE-2017-35).
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(a) Primary Order Types

(1) Market Order. An unpriced order to buy or sell a stated amount of a security that is to be
traded at the best price obtainable without trading through the NBBO. A Market Order must
be designated Day and will be rejected on arrival or cancelled if resting if there is no contra-
side NBBO. Unexecuted Market Orders are ranked Priority 1 - Market Orders.

(A) On arrival, a Market Order to buy (sell) is assigned a working price of the NBO
(NBB) and will trade with all sell (buy) orders on the Exchange Book priced at
or below (above) the NBO (NBB) before routing to the NBO (NBB) on an Away
Market. The quantity of a Market Order to buy (sell) not traded or routed will
remain undisplayed on the Exchange Book at a working price of the NBO (NBB)
and be eligible to trade with incoming sell (buy) orders at that price. When the
updated NBO (NBB) is displayed, the Market Order to buy (sell) will be assigned
a new working price of the updated NBO (NBB) and will trade with all sell (buy)
orders on the Exchange Book priced at or below (above) the updated NBO (NBB)
before routing to the updated NBO (NBB) on an Away Market. Such assessment
will continue at each new contra-side NBBO until the order is filled or a Trading
Collar is reached. If the NBBO becomes locked or crossed while the order is held
undisplayed, the Market Order to buy (sell) will be assigned a working price of the
NBB (NBO).

(B) Trading Collar. During Core Trading Hours, a Market Order to buy (sell) will not
trade or route to an Away Market at a price at or above (below) the Trading Collar.
Trading Collars will not apply to Limit Orders.

(i) Calculation of the Trading Collar. The Trading Collar will be based on a
price that is a specified percentage away from the consolidated last sale
price and it will be continuously updated based on market activity. The
specified percentage is equal to the corresponding "numerical guideline"
percentage set forth in Rule 7.10(c)(1) (Clearly Erroneous Executions)
for the Core Trading Session. The upper boundary of the Trading Collar
is the consolidated last sale price increased by the specified percentage
truncated to the MPV for the security, and the lower boundary is the
consolidated last sale price decreased by the specified percentage
truncated to the MPV for the security. A halt, suspension, or pause in
trading will zero out the Trading Collar values, and the Trading Collar will
be recalculated with the first consolidated last sale after trading resumes.
If there is no consolidated last sale price on the same trading day, the
Exchange will use the last Official Closing Price for the security.

(ii) If a Trading Collar is triggered, the unexecuted quantity of a Market Order
to buy (sell) will be held undisplayed and assigned a working price one
MPV below (above) the Trading Collar. The Market Order to buy (sell)
will be available to trade with incoming orders to sell (buy) at that working
price but will not trade with interest on the Exchange Book or route until
(i) additional opportunities to trade consistent with the Trading Collar
restriction become available, either on the Exchange or an Away Market,
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or (ii) a new Trading Collar is calculated and the remaining quantity of the
order(s) is then able to trade or route at prices consistent with the new
Trading Collar and NBBO.

(2) Limit Order. An order to buy or sell a stated amount of a security at a specified price or better.
Unless otherwise specified, the working price and the display price of a Limit Order equal the
limit price of the order, it is eligible to be routed, and it is ranked Priority 2 - Display Orders.

(A) A marketable Limit Order to buy (sell) will trade with all sell (buy) orders on the
Exchange Book priced at or below (above) the PBO (PBB) before routing to the
PBO (PBB) and may route to prices higher (lower) than the PBO (PBB) only after
trading with orders to sell (buy) on the Exchange Book at each price point. Once no
longer marketable, the Limit Order will be ranked and displayed on the Exchange
Book.

(B) Limit Order Price Protection. A Limit Order to buy (sell) will be rejected if it is
priced at or above (below) a specified percentage away from the NBO (NBB).
The specified percentage is equal to the corresponding "numerical guideline"
percentage set forth in paragraph (c)(1) of Rule 7.10 (Clearly Erroneous
Executions) for the Core Trading Session. The Limit Order Price Protection will
not be applied to an incoming Limit Order to buy (sell) if there is no NBO (NBB).
Limit Order Price Protection will be applied when an order is eligible to trade. A
Limit Order entered before the Core Trading Session that becomes eligible to trade
in the Core Trading Session will become subject to Limit Order Price Protection
when the Core Trading Session begins. Limit Order Price Protection for both buy
and sell orders that are not in the minimum price variation ("MPV") for the security,
as defined in Rule 7.6, will be rounded down to the nearest price at the applicable
MPV.

(C) If a BB (BO) that is locked or crossed by an Away Market PBO (PBB) is cancelled,
executed or routed and the next best-priced resting Limit Order(s) on the Exchange
Book that would become the new BB (BO) would have a display price that would
lock or cross the PBO (PBB), such Limit Order(s) to buy (sell) will be assigned a
display price one MPV below (above) the PBO (PBB) and a working price equal to
the PBO (PBB). When the PBO (PBB) is updated, the Limit Order(s) to buy (sell)
will be repriced consistent with the original terms of the order. If a Day ISO to buy
(sell) arrives before the PBO (PBB) is updated, such repriced Limit Order(s) to buy
(sell) will be repriced to the lower (higher) of the display price of the Day ISO or the
original price of the Limit Order(s).

(b) Time in Force Modifiers

(1) Day Modifier. Any order to buy or sell designated Day, if not traded, will expire at the end
of the designated session on the day on which it was entered. A Day Modifier cannot be
combined with any other Time in Force Modifier.

(2) Immediate-or-Cancel ("IOC") Modifier. A Limit Order may be designated IOC or Routable
IOC, as described in paragraphs (A) and (B) of this paragraph (b)(2). The IOC Modifier will
override any posting or routing instructions of orders that include the IOC Modifier.

(A) Limit IOC Order. A Limit Order designated IOC is to be traded in whole or in part on
the Exchange as soon as such order is received, and the quantity not so traded is
cancelled. A Limit IOC Order does not route.

(B) Limit Routable IOC Order. A Limit Order designated Routable IOC is to be traded
in whole or in part on the Exchange as soon as such order is received, and the
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quantity not so traded routed to Away Market(s). Any quantity not immediately
traded either on the Exchange or an Away Market will be cancelled.

(c) Auction-Only Order. A Limit or Market Order that is only to be routed pursuant to Rule 7.34.

(1) A Limit-on-Open Order ("LOO Order"). A LOO Order is a Limit Order that is to be traded only
during an opening or re-opening auction.

(2) A Market-on-Open Order ("MOO Order"). A MOO Order is a Market Order that is to be traded
only during an opening or re-opening auction.

(3) Limit-on-Close Order ("LOC Order"). A LOC Order is a Limit Order that is to be traded only
during a closing auction.

(4) Market-on-Close Order ("MOC Order"). A MOC Order is a Market Order that is to be traded
only during a closing auction.

(d) Orders with a Conditional or Undisplayed Price and/or Size

(1) Reserve Order. A Limit Order with a quantity of the size displayed and with a reserve quantity
of the size ("reserve interest") that is not displayed. The displayed quantity of a Reserve
Order is ranked Priority 2 - Display Orders and the reserve interest is ranked Priority 3 - Non-
Display Orders. Both the display quantity and the reserve interest of an arriving marketable
Reserve Order are eligible to trade with resting interest in the Exchange Book or route to
Away Markets.

(A) On entry, the display quantity of a Reserve Order must be entered in round lots.
The displayed portion of a Reserve Order will be replenished when the display
quantity is decremented to below a round lot. The replenish quantity will be the
minimum display size of the order or the remaining quantity of the reserve interest if
it is less than the minimum display quantity.

(B) Each time the display quantity of a Reserve Order is replenished from reserve
interest, a new working time is assigned to the replenished quantity (each display
quantity with a different working time is a “child” order), while the reserve interest
retains the working time of original order entry.

(i) When a Reserve Order is replenished from reserve interest and already
has two child orders that equal less than a round lot, the child order with
the later working time will rejoin the reserve interest and be assigned the
new working time assigned to the next replenished quantity.

(ii) If the Reserve Order is not routable, the replenish quantity will be
assigned a display and working price consistent with the instructions for
the order.

(C) A Reserve Order must be designated Day and may be combined with the following
orders only: D Order, Non-Routable Limit Order or Primary Pegged Order.

(D) A routable Reserve Order will be evaluated for routing both on arrival and each time
the display quantity is replenished.

(i) If routing is required, the Exchange will route from reserve interest before
publishing the display quantity. If after routing there is less than a round lot
available to display, the Exchange will wait until the routed quantity returns
(executed or unexecuted) before publishing the display quantity.

(ii) Any quantity of a Reserve Order that is returned unexecuted will join the
working time of the reserve interest. If there is no reserve interest to join,
the returned quantity will be assigned a new working time as reserve
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interest. In either case, such reserve interest will replenish the display
quantity as provided for in paragraphs (d)(1)(A) and (B) of this Rule.

(E) A request to reduce the size of a Reserve Order will cancel the reserve interest
before cancelling the display quantity and if there is more than one child order, the
child order with the later working time will be cancelled first.

(2) Non-Displayed Limit Order. A Limit Order that is not displayed and does not route. A Non-
Displayed Limit Order is ranked Priority 3 - Non-Display Orders. A Non-Displayed Limit Order
must be designated Day and is valid for any trading session.

(A) The working price of a Non-Displayed Limit Order will be adjusted both on arrival
and when resting on the Exchange Book based on the limit price of the order. If the
limit price of a Non-Displayed Limit Order to buy (sell) is at or below (above) the
PBO (PBB), it will have a working price equal to the limit price. If the limit price of a
Non-Displayed Limit Order to buy (sell) is above (below) the PBO (PBB), it will have
a working price equal to the PBO (PBB).

(3) Mid-Point Liquidity Order ("MPL Order"). A Limit Order that is not displayed and does not
route, with a working price at the midpoint of the PBBO. An MPL Order is ranked Priority 3-
Non-Display Orders. MPL Orders are valid for any session.

(A) An MPL Order to buy (sell) must be designated with a limit price in the MPV for
the security and is eligible to trade only if the midpoint of the PBBO is at or below
(above) the limit price of the order.

(B) If there is no PBB, PBO, or the PBBO is locked or crossed, both an arriving and
resting MPL Order will wait for a PBBO that is not locked or crossed before being
eligible to trade. If a resting MPL Order(s) to buy (sell) trades with MPL Order(s) to
sell (buy) after there is an unlocked or uncrossed PBBO, the MPL Order with the
later working time will be the liquidity-removing order.

(C) An Aggressing MPL Order to buy (sell) will trade with resting orders to sell (buy)
with a working price at or below (above) the midpoint of the PBBO at the working
price of the resting orders. Resting MPL Orders to buy (sell) will trade at the
midpoint of the PBBO against all Aggressing Orders to sell (buy) priced at or below
(above) the midpoint of the PBBO.

(D) An MPL Order may be designated IOC ("MPL-IOC Order"). Subject to such IOC
instructions, an MPL-IOC Order will follow the same trading and priority rules as
an MPL Order, except that an MPL-IOC Order will be rejected if (i) the order entry
size is less than one round lot, or (ii) there is no PBBO or the PBBO is locked or
crossed. An MPL-IOC Order cannot be designated ALO.

(E) An MPL Order may be designated with an ALO Modifier ("MPL-ALO Order").

(i) An Aggressing MPL-ALO Order to buy (sell) will trade with resting orders
to sell (buy) with a working price below (above) the midpoint of the PBBO
at the working price of the resting orders, but will not trade with resting
orders to sell (buy) priced at the midpoint of the PBBO.

(ii) If an MPL-ALO Order to buy (sell) cannot trade with a same-priced resting
order to sell (buy), a subsequently arriving order to sell (buy) eligible to
trade at the midpoint will trade ahead of a resting order to sell (buy) that is
not displayed at that price. If such resting order to sell (buy) is displayed,
the MPL-ALO Order to buy (sell) will not be eligible to trade at that price.

(4) Discretionary Order (“D Order”). A Limit Order that may trade at an undisplayed discretionary
price. A D Order must be designated Day, may be designated as routable or non-routable,
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and on entry, must have a minimum of one round lot displayed. A D Order is available only to
Floor Brokers and is eligible to be traded in the Core Trading Session only.

(A) On arrival. A Floor broker must specify one of the following instructions for a D
Order:

(i) Limit Price D Order. On arrival, a Limit Price D Order to buy (sell) will
trade with sell (buy) orders on the Exchange Book or, if designated as
routable, route to an Away Market, up (down) to the limit price of the
order. If after trading and routing the PBBO is locked or crossed or there
is no PBB (PBO), a Limit Price D Order will be cancelled. For a Limit Price
D Order that is partially routed to an Away Market on arrival, any returned
quantity of such D Order will join the working price of the resting odd-lot
quantity of the D Order.

(ii) Midpoint Price D Order. On arrival, a Midpoint Price D Order to buy (sell)
will trade with sell (buy) orders on the Exchange Book up (down) to the
lower (higher) of the midpoint of the PBBO (“Midpoint Price”) or the limit
price of the order. A Midpoint Price D Order will not route on arrival,
even if designated as routable. If the PBBO is locked or crossed or if the
Midpoint Price is unavailable, a Midpoint Price D Order will be rejected.

(B) Display Price. The working and display price of a D Order to buy (sell) will be
pegged to the PBB (PBO). If the PBB (PBO) is higher (lower) than the limit price
of a D Order to buy (sell), the working and display price will be the limit price of the
order. A D Order to buy (sell) will be cancelled if there is no PBB (PBO) against
which to peg. At its display price, a D Order is ranked Priority 2 - Display Orders.

(i) If a resting Limit Order on the Exchange Book is assigned a new display
price and working price pursuant to Rule 7.31(a)(2)(C) and the PBBO
is still locked or crossed, a resting D Order will also be assigned a new
display price and working price pursuant to Rule 7.31(a)(2)(C).

(C) Exercising Discretion. A resting D Order to buy (sell) is eligible to exercise discretion
up (down) to the limit price of the order. A D Order will not exercise discretion if the
PBBO is locked or crossed or if there is no Midpoint Price.

(i) A D Order to buy (sell) will be triggered to exercise discretion if the price of
an Aggressing Order to sell (buy) is above (below) the PBB (PBO) and at
or below (above) the Midpoint Price (the “discretionary price range”).

(ii) The discretionary price at which a D Order to buy (sell) will trade will be
the price of the sell (buy) order, provided that, if there is other interest to
buy (sell) on the Exchange Book priced equal to or higher (lower) than the
price of the sell (buy) order, the discretionary price will be one MPV higher
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(lower) than the highest (lowest) priced resting order to buy (sell), capped
by the Midpoint Price.

(D) Ranking and Working Time. The trigger to exercise discretion does not change the
working time of a D Order’s display and working price.

(i) At the discretionary price, a D Order will be assigned a new temporary
working time that is later than any same-side resting interest at that price.

(ii) Multiple D Orders eligible to trade at the same discretionary price will be
ranked by limit price and time.

(iii) Any quantity of a D Order that does not execute at a discretionary price
will return to the working time associated with its working and display
price.

(E) Resting D Order that Becomes Marketable. After the PBBO unlocks or uncrosses
or a Midpoint Price becomes accessible, resting D Orders to buy (sell) will be
ranked based on the lower (higher) of the Midpoint Price or limit price of the order to
determine whether such D Order is marketable within the discretionary price range
with contra-side orders on the Exchange Book.

(F) A D Order may be designated with an STP modifier and will be rejected if combined
with any other modifiers or if the same-side PBBO is zero.

(G) A request to enter a D Order in any security 10 seconds or less before the
scheduled close of trading will be rejected.

(e) Orders with Instructions Not to Route

(1) Non-Routable Limit Order. A Limit Order that does not route.

(A) A Non-Routable Limit Order to buy (sell) that, at the time of entry and after trading
with any sell (buy) orders in the Exchange Book priced at or below (above) the PBO
(PBB), would create a violation of Rule 610(d) of Regulation NMS by locking or
crossing the protected quotation of an Away Market or would cause a violation of
Rule 611 of Regulation NMS, will be priced as follows:

(i) It will have a working price of the PBO (PBB) of an Away Market and a
display price one MPV below (above) that PBO (PBB).

(ii) If the PBO (PBB) of an Away Market re-prices higher (lower), it will be
assigned a new working price of the updated PBO (PBB) and a new
display price of one MPV below (above) that updated PBO (PBB).

(iii) If the PBO (PBB) of an Away Market re-prices to be equal to or lower
(higher) than its last display price, its display price will not change, but the
working price will be adjusted to be equal to its display price.

(iv) If its limit price no longer locks or crosses the PBO (PBB) of an Away
Market, it will be assigned a working price and display price equal to its
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limit price and will not be assigned a new working price or display price
based on changes to the PBO (PBB).

(B) A Non-Routable Limit Order with a working price different from the display price
is ranked Priority 3-Non-Display Orders and a Non-Routable Limit Order with a
working price equal to the display price is ranked Priority 2-Display Orders.

(2) ALO Order. A Non-Routable Limit Order that, except as specified below, will not remove
liquidity from the Exchange Book. Upon entry, an ALO Order must have a minimum of one
displayed round lot.

(A) Reserved.
(B) An ALO Order to buy (sell) that, at the time of entry, is marketable against an order

of any size to sell (buy) on the Exchange Book or would lock or cross a protected
quotation in violation of Rule 610(d) of Regulation NMS, will be priced or trade, or
both as follows:

(i) If there are no displayed or non-displayed orders to sell (buy) on the
Exchange Book priced equal to or below (above) the PBO (PBB), the ALO
Order to buy (sell) will have a working price equal to the PBO (PBB) and a
display price one MPV below (above) the PBO (PBB).

(ii) If the limit price of the ALO Order to buy (sell) crosses the working price of
any displayed or non-displayed order on the Exchange Book priced equal
to or below (above) the PBO (PBB), it will trade as the liquidity taker with
such order(s). Any untraded quantity of the ALO Order will have a working
price equal to the PBO (PBB) and a display price one MPV below (above)
the PBO (PBB).

(iii) If the limit price of the ALO Order to buy (sell) locks the display price of
any order ranked Priority 2 - Display Orders on the Exchange Book priced
equal to or below (above) the PBO (PBB), it will be assigned a working
price and display price one MPV below (above) the price of the displayed
order on the Exchange Book.

(iv) If the limit price of the ALO Order to buy (sell) locks the working price of
any order ranked Priority 3 - Non-Display Orders on the Exchange Book
priced equal to or below (above) the PBO (PBB), it will be assigned a
working price equal to the PBO (PBB) and a display price one MPV below
(above) the PBO (PBB), provided that,

(a) if there are any displayed orders at the working price of an order
to sell (buy) ranked Priority 3 - Non-Display Orders, the ALO
Order to buy (sell) will be priced under paragraph (e)(2)(B)(iii) of
this Rule; and

(v) An ALO Order to buy (sell) will not be assigned a working price or display
price above (below) the limit price of such order.

(C) Once resting on the Exchange Book, ALO Orders will be re-priced or trade, or both,
as follows:

(i) If the order(s) to sell (buy) ranked Priority 2 - Display Orders or PBO
(PBB) re-prices higher (lower), an ALO Order to buy (sell) will trade or be
priced, or both, consistent with paragraphs (e)(2)(B)(i) - (iv) of this Rule.

(ii) If the PBO (PBB) re-prices lower (higher) to be equal to or lower (higher)
than its last display price or if its limit price no longer locks or crosses
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the PBO (PBB), an ALO Order to buy (sell) will be priced pursuant to
paragraphs (e)(1)(A)(iii) and (iv) of this Rule.

(D) An ALO Order will not trigger a contra-side MPL Order to trade.
(3) Intermarket Sweep Order ("ISO"). A Limit Order that does not route and meets the

requirements of Rule 600(b)(30) of Regulation NMS. ISOs are not available to Floor brokers.

(A) An ISO may trade through a protected bid or offer, and will not be rejected or
cancelled if it would lock, cross, or be marketable against an Away Market provided
that it meets the following requirements:

(i) It is identified as an ISO in the manner prescribed by the Exchange; and
(ii) Simultaneously with the routing of an ISO to the Exchange, the member

organization routes one or more additional Limit Orders, as necessary, to
trade against the full displayed size of any protected bids (for sell orders)
or protected offers (for buy orders) on Away Markets. These additional
routed orders must be identified as ISO.

(B) An ISO designated IOC ("IOC ISO") will be immediately traded with contraside
interest in the Exchange Book up to its full size and limit price and the quantity not
so traded will be immediately and automatically cancelled.

(C) An ISO designated Day ("Day ISO"), if marketable on arrival, will be immediately
traded with contra-side interest in the Exchange Book up to its full size and limit
price. Any untraded quantity of a Day ISO will be displayed at its limit price and may
lock or cross a protected quotation that was displayed at the time of arrival of the
Day ISO.

(D) A Day ISO may be designated with an ALO Modifier ("Day ISO ALO") and must be
entered with a minimum of one displayed round lot. An arriving Day ISO ALO to buy
(sell) may trade through or lock or cross a protected quotation that was displayed
at the time of arrival of the Day ISO ALO, and will be priced or trade, or both, as
follows:

(i) If the limit price of the Day ISO ALO to buy (sell) crosses the working price
of any displayed or non-displayed order on the Exchange Book, it will
trade as the liquidity taker with such order(s). Any untraded quantity of the
Day ISO ALO will have a working price and display price equal to its limit
price.

(ii) If the limit price of the Day ISO ALO to buy (sell) locks the display price of
any order ranked Priority 2 - Display Orders on the Exchange Book, it will
be assigned a working price and display price one MPV below (above) the
price of the displayed order on the Exchange Book.

(iii) If the limit price of the Day ISO ALO Order to buy (sell) locks the working
price of any order ranked Priority 3 - Non-Display Orders on the Exchange
Book, it will be assigned a working price and display price equal to the
limit price of the order, provided that,

(a) if there are any displayed orders at the working price of an order
to sell (buy) ranked Priority 3 - Non-Display Orders, the Day ISO
ALO to buy (sell) will be priced under paragraph (e)(3)(D)(ii) of
this Rule; and

(iv) After being displayed, a Day ISO ALO will be re-priced and re-displayed
or trade, or both, based on changes to orders ranked Priority 2 - Display
Orders or the PBO (PBB) consistent with paragraphs (e)(2)(C)(i) and (ii) of
this Rule.
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(f) Reserved
(g) Reserved.
(h) Pegged Orders. A Limit Order that does not route with a working price that is pegged to a dynamic

reference price. If the designated reference price is higher (lower) than the limit price of a Pegged
Order to buy (sell), the working price will be the limit price of the order. Pegged Orders are available
only to Floor brokers.

(1) Reserved.
(2) Primary Pegged Order. A Pegged Order to buy (sell) with a working price that is pegged to

the PBB (PBO), with no offset allowed. A Primary Pegged Order to buy (sell) will be rejected
on arrival, or cancelled when resting, if there is no PBB (PBO) against which to peg.

(A) A Primary Pegged Order must include a minimum of one round lot displayed. The
working price of a Primary Pegged Order equals the display price and the display
quantity is ranked Priority 2 - Display Orders and the reserve interest is ranked
Priority 3 - Non-Display Orders.

(B) A Primary Pegged Order will be rejected if the PBBO is locked or crossed. If the
PBBO is locked or crossed when the display quantity of a Primary Pegged Reserve
Order is replenished, the entire order will be cancelled. If after arrival, the PBBO
becomes locked or crossed, the Primary Pegged Order will wait for a PBBO that
is not locked or crossed before the working price is adjusted, but remains eligible
to trade at its current working price, provided that, if a resting Limit Order on the
Exchange Book is assigned a new display price and working price pursuant to Rule
7.31(a)(2)(C) and the PBBO is still locked or crossed, a resting Primary Pegged
Order will also be assigned a new display price and working price pursuant to Rule
7.31(a)(2)(C).

(3) Reserved.
(4) Non-Displayed Primary Pegged Order. A Pegged Order to buy (sell) with a working price that

is pegged to the PBB (PBO), with no offset allowed, that is not displayed. A Non-Displayed
Primary Pegged Order to buy (sell) will be rejected on arrival, or cancelled when resting, if
there is no PBB (PBO) against which to peg.

(A) Non-Displayed Primary Pegged Orders are ranked Priority 3 – Non-Display Orders.
(B) If the PBBO is locked or crossed, both an arriving and resting Non-Displayed

Primary Pegged Order will wait for a PBBO that is not locked or crossed before the
working price is adjusted and the order becomes eligible to trade.

(i) Additional Order Instructions and Modifiers:

(1) Reserved.
(2) Self Trade Prevention Modifier ("STP"). Any incoming order to buy (sell) designated with

an STP modifier will be prevented from trading with a resting order to sell (buy) also
designated with an STP modifier and from the same Client ID, as designated by the member
organization. The Exchange will evaluate the interaction between two orders marked with
STP modifiers from the same Client ID consistent with the allocation logic applicable to the
priority category of the resting order. If resting orders in a priority category do not have an
STP modifier from the same Client ID, the incoming order designated with an STP modifier
will trade with resting orders in that priority category before being evaluated for STP with
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resting orders in the next priority category. The STP modifier on the incoming order controls
the interaction between two orders marked with STP modifiers.

(A) STP Cancel Newest ("STPN"). An incoming order to buy (sell) marked with the
STPN modifier will not trade with resting interest to sell (buy) marked with any of the
STP modifiers from the same Client ID and the incoming order will cancel.

(i) If a resting order with an STP modifier from the same Client ID is in a
priority category that allocates orders on price-time priority, the incoming
order marked with the STPN modifier will be cancelled back to the
originating member organization and the resting order marked with one of
the STP modifiers will remain on the Exchange Book.

(ii) If a resting order with an STP modifier from the same Client ID is in a
priority category that allocates orders on parity and would have been
considered for an allocation, none of the resting orders eligible for a
parity allocation in that priority category will receive an allocation and the
incoming order marked with the STPN modifier will be cancelled back.

(B) STP Cancel Oldest ("STPO"). An incoming order to buy (sell) marked with the
STPO modifier will not trade with resting interest to sell (buy) marked with any of the
STP modifiers from the same Client ID and the resting order will cancel.

(i) If a resting order with an STP modifier from the same Client ID is in a
priority category that allocates orders on price-time priority, the resting
order marked with the STP modifier will be cancelled back to the
originating member organization. The incoming order marked with the
STPO modifier will remain on the Exchange Book.

(ii) If a resting order with an STP modifier from the same Client ID is in a
priority category that allocates orders on parity, all resting orders with the
STP modifier with the same Client ID in that priority category that would
have been considered for an allocation will not be eligible for a parity
allocation and will be cancelled. The incoming order marked with the
STPO modifier will be eligible to trade on parity with orders in that priority
category that do not have a matching STP modifier. Resting orders in that
priority category with an STP modifier from the same Client ID that would
not have been eligible for a parity allocation will remain on the Exchange
Book.

(C) A resting D Order designated with an STP modifier that is triggered to exercise
discretion and is not an Aggressing Order will not trade at a discretionary price if the
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contra-side order is also designated with an STP modifier and from the same Client
ID. In such case, the D Order will not be cancelled.

(3) Minimum Trade Size (“MTS”) Modifier. A Limit IOC Order, Non-Displayed Limit Order, Non-
Displayed Primary Pegged Order, or MPL Order may be designated with an MTS Modifier.

(A) An MTS must be a minimum of a round lot. An order with an MTS Modifier will be
rejected if the MTS is less than a round lot or if the MTS is larger than the size of
the order.

(B) A member organization must specify one of the following instructions with respect to
how an order with an MTS Modifier will trade at the time of entry:

(i) An order to buy (sell) with an MTS Modifier will trade with sell (buy) orders
in the Exchange Book that in the aggregate meet such order’s MTS; or

(ii) An order to buy (sell) with an MTS Modifier will trade with individual sell
(buy) order(s) in the Exchange Book that each meets such order’s MTS as
provided for in paragraph (i)(3)(F) of this Rule.

(C) An order with an MTS Modifier that is designated Day and cannot be satisfied on
arrival will not trade and will be ranked in the Exchange Book. In such case, the
order to buy (sell) with an MTS that is ranked in the Exchange Book will not be
eligible to trade:

(i) at a price equal to or above (below) any sell (buy) orders that are
displayed and that have a working price equal to or below (above) the
working price of such order with an MTS Modifier; or

(ii) at a price above (below) any sell (buy) orders that are not displayed and
that have a working price below (above) the working price of such order
with an MTS Modifier.

(D) An order with an MTS Modifier that is designated IOC and cannot be immediately
satisfied will be cancelled in its entirety.

(E) A resting order to buy (sell) with an MTS Modifier will trade with individual sell (buy)
orders that each meets the MTS.

(i) If an Aggressing Order to sell (buy) does not meet the MTS of the resting
order to buy (sell) with an MTS Modifier, that Aggressing Order will not
trade with and may trade through such order with an MTS Modifier.

(ii) If a resting non-displayed sell (buy) order did not meet the MTS of
a same-priced resting order to buy (sell) with an MTS Modifier, a
subsequently arriving sell (buy) order that meets the MTS will trade ahead
of such resting non-displayed sell (buy) order at that price.

(F) A resting order to buy (sell) with an MTS Modifier that becomes an Aggressing
Order will trade with sell (buy) orders as follows:

(i) when trading with sell (buy) orders in a priority category that allocates
orders on price-time priority, if a sell (buy) order does not meet the MTS,
the order with an MTS Modifier will not trade and will be ranked in the
Exchange Book.

(ii) when trading with sell (buy) orders in a priority category that allocates
orders on parity, if at least one sell (buy) order that would have been
considered for an allocation does not meet the MTS, none of the sell (buy)
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orders in that category will trade and the order with an MTS Modifier will
be ranked in the Exchange Book.

(G) A resting order with an MTS Modifier will be cancelled if it is traded in part or
reduced in size and the remaining quantity is less than such order's MTS.

(4) Last Sale Peg Modifier. A Non-Routable Limit Order to buy may be designated with a
Last Sale Peg Modifier (“Last Sale Peg Order”). A Last Sale Peg Order will not trade or be
displayed at a price higher than the later of the most recent last-sale price in such security,
which can be either a last-sale eligible trade executed on the Exchange or a consolidated
last-sale eligible trade (either, a “last-sale price”).

(A) The working price of a Last Sale Peg Order will be pegged to the lower of the
last-sale price, the limit price of the order, or the PBO. The working price of a
resting Last Sale Peg Order will not be adjusted until an Aggressing Order is fully
processed. If the last-sale price is not at a permissible MPV, the working price of the
order will be rounded down to the nearest MPV.

(B) The display price of a Last Sale Peg Order will be the same as the working price,
unless the working price is pegged to the PBO, in which case, the display price will
be determined under paragraph (e)(1) of this Rule. If the PBO has adjusted to be
equal to or lower than the working price of the Last Sale Peg Order, the working
price of such order will not change if the last-sale price adjusts to be the same or
higher than the working price.

(C) A Last Sale Peg Order may be designated with an STP Modifier and will be rejected
if combined with any other modifiers or if there is no last-sale price.

(5) Yielding Modifier. A Limit Order, Non-Routable Limit Order, or Reserve Order may be
designated with a Yielding Modifier (“Yielding Order”). A Yielding Order yields priority to all
other displayed and non-displayed orders at the same price and may be entered by a Floor
broker only. A Yielding Order is ranked Priority 4 - Yielding Orders.

(A) An Aggressing Yielding Order to buy (sell) with a limit price higher (lower) than the
limit price of a resting order to buy (sell) will trade ahead of such resting order.

(B) An Aggressing Yielding Order to buy (sell) with a limit price equal to the limit price of
a resting order to buy (sell) will either:

(i) trigger such resting order to become an Aggressing Order, unless the
order to sell (buy) is an MPL ALO or MPL Order with an MTS Modifier, in
which case neither the Yielding Order nor the same-side resting order will
trade; or

(ii) trade ahead of such resting order if such resting order is not eligible to
trade (e.g., an ALO Order or order with an MTS modifier).

(C) A Yielding Order may be designated with an STP Modifier and will be rejected if
combined with any other modifiers.

Commentary:

.01 Order Type and Modifier Combinations. Member organizations may combine order types and
modifiers, unless the terms of the proposed combination are inconsistent.

.02 If two order types are combined that include instructions both for operation on arrival and for how
the order operates while resting on the Exchange Book, the instructions governing functionality while
incoming will be operative upon arrival. Functionality governing how the order operates while resting on
the Exchange Book will govern any remaining balance of the order that is not executed upon arrival.

Adopted: December 30, 2015 (NYSE-2015-67).
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Amended: March 26, 2018 (NYSE-2017-36); August 3, 2018 (NYSE-2018-26); October 16, 2018 (NYSE-2018-48); February 7, 2019
(NYSE-2019-01); February 15, 2019 (NYSE-2018-52); March 8, 2019 (NYSE-2019-08); April 15, 2019 (NYSE-2019-16).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, Rule 7.32., New
York Stock Exchange, Order Entry
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Orders entered that are greater than five million shares in size will be rejected. Upon at least 24 hours advance
notice to market participants, the Exchange may decrease the maximum order size on a security-by-security
basis.

Adopted: December 30, 2015 (NYSE-2015-67).
Amended: July 27, 2017 (NYSE-2017-35).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Consistent with Rules of the Exchange, member organizations shall input accurate information into the
Exchange, including, but not limited to, whether the member organization is acting in a principal, agency,
or riskless principal capacity for each order entered. Proprietary orders are subject to the same display and
execution processes as agency orders.

Adopted: December 30, 2015 (NYSE-2015-67).
Amended: July 27, 2017 (NYSE-2017-35).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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(a) Sessions. The Exchange will have two trading sessions each day the Exchange is open for business
unless otherwise determined by the Exchange:

(1) Early Trading Session. The Early Trading Session will begin at 7:00 a.m. Eastern Time and
conclude at the commencement of the Core Trading Session. The Exchange will begin
accepting orders 30 minutes before the Early Trading Session begins.

(2) Core Trading Session. The Core Trading Session will begin for each security at 9:30 a.m.
Eastern Time and end at the conclusion of Core Trading Hours.

(b) Order Designation.

(1) Unless otherwise specified in paragraph (c) of this Rule, an order entered before or during the
Early or Core Trading Session will be deemed designated for the Early Trading Session and
the Core Trading Session.

(2) An order without a time-in-force designation will be deemed designated with a day time-in-
force modifier.

(c) Orders Permitted in Each Session.

(1) Early Trading Session. Unless otherwise specified in paragraphs (c)(1)(A) - (C), orders and
modifiers defined in Rule 7.31 are eligible to participate in the Early Trading Session.

(A) Pegged Orders, Last Sale Peg Orders, and D Orders are not eligible to participate
in the Early Trading Session. Non-Displayed Primary Pegged Orders entered
before the Core Trading Session will be rejected. Primary Pegged Orders, Last
Sale Peg Orders, and D Orders entered before the Core Trading Session will be
accepted but will not be eligible to trade until the Core Trading Session begins.

(B) Non-Displayed Limit Orders, MPL Orders, Last Sale Peg Orders, and Limit Orders
designated IOC in UTP Securities will be rejected if entered before the Early
Trading Session begins.

(C) Market Orders and Auction-Only Orders in UTP Securities entered before the Core
Trading Session begins will be routed to the primary listing market on arrival. Any
order routed directly to the primary listing market on arrival will be cancelled if that
market is not accepting orders.

(2) Core Trading Session. Unless otherwise specified in paragraphs (c)(2)(A) - (B), all orders and
modifiers defined in Rule 7.31 are eligible to participate in the Core Trading Session.

(A) Market Orders in UTP Securities will be routed to the primary listing market until the
first opening print of any size on the primary listing market or 10:00 a.m. Eastern
Time, whichever is earlier.

(B) Auction-Only Orders in UTP Securities will be accepted and routed directly to the
primary listing market.
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(d) Customer Disclosures. No member organization may accept an order from a non-member organization
for execution in the Early Trading Session without disclosing to such non-member organization that:

(1) Limit Orders are the only orders that are eligible for execution during the Early Trading
Sessions;

(2) An order must be designated specifically for trading in the Early Trading Session to be eligible
for trading in the Early Trading Session; and

(3) Extended hours trading involves material trading risks, including the possibility of lower
liquidity, high volatility, changing prices, unlinked markets, an exaggerated effect from news
announcements, wider spreads and any other relevant risk. The absence of an updated
underlying index value or intraday indicative value is an additional trading risk in extended
hours for Exchange Traded Products.

The disclosures required pursuant to this subparagraph (d)(3) may take the following form or
such other form as provides substantially similar information:

(1) Risk of Lower Liquidity. Liquidity refers to the ability of market participants to buy
and sell securities. Generally, the more orders that are available in a market, the
greater the liquidity. Liquidity is important because with greater liquidity it is easier
for investors to buy or sell securities, and as a result, investors are more likely to
pay or receive a competitive price for securities purchased or sold. There may be
lower liquidity in extended hours trading as compared to regular market hours. As a
result, your order may only be partially executed, or not at all.

(2) Risk of Higher Volatility. Volatility refers to the changes in price that securities
undergo when trading. Generally, the higher the volatility of a security, the greater
its price swings. There may be greater volatility in extended hours trading than in
regular market hours. As a result, your order may only be partially executed, or not
at all, or you may receive an inferior price in extended hours trading than you would
during regular market hours.

(3) Risk of Changing Prices. The prices of securities traded in extended hours trading
may not reflect the prices either at the end of regular market hours, or upon the
opening of the next morning. As a result, you may receive an inferior price in
extended hours trading than you would during regular market hours.

(4) Risk of Unlinked Markets. Depending on the extended hours trading system or the
time of day, the prices displayed on a particular extended hours system may not
reflect the prices in other concurrently operating extended hours trading systems
dealing in the same securities. Accordingly, you may receive an inferior price in one
extended hours trading system than you would in another extended hours trading
system.

(5) Risk of News Announcements. Normally, issuers make news announcements
that may affect the price of their securities after regular market hours. Similarly,
important financial information is frequently announced outside of regular market
hours. In extended hours trading, these announcements may occur during trading,
and if combined with lower liquidity and higher volatility, may cause an exaggerated
and unsustainable effect on the price of a security.

(6) Risk of Wider Spreads. The spread refers to the difference in price between what
you can buy a security for and what you can sell it for. Lower liquidity and higher
volatility in extended hours trading may result in wider than normal spreads for a
particular security.

(7) Risk of Lack of Calculation or Dissemination of Underlying Index Value or Intraday
Indicative Value ("IIV"). For certain Exchange Traded Products, an updated
underlying index value or IIV may not be calculated or publicly disseminated in
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extended trading hours. Since the underlying index value and IIV are not calculated
or widely disseminated during the Early Trading Session, an investor who is unable
to calculate implied values for certain Exchange Traded Products in those sessions
may be at a disadvantage to market professionals.

(e) Trades on the Exchange executed and reported outside of the Core Trading Session are designated
as .T trades.

Adopted: December 30, 2015 (NYSE-2015-67).
Amended: March 26, 2018 (NYSE-2017-36); February 15, 2019 (NYSE-2018-52); March 8, 2019 (NYSE-2019-08).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Adopted: December 30, 2015 (NYSE-2015-67).
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(a) Definitions for purposes of Rule 7P Equities Trading:

(1) "Display price" means the price at which a Limit Order is displayed, which may be different
from the limit price or working price of the order.

(2) "Limit price" means the highest (lowest) specified price at which a Limit Order to buy (sell) is
eligible to trade.

(3) "Working price" means the price at which an order is eligible to trade at any given time, which
may be different from the limit price or display price of the order.

(4) "Working time" means the effective time sequence assigned to an order for purposes of
determining its priority ranking.

(5) "Participant" means for purposes of parity allocation, a Floor broker trading license (each, a
"Floor Broker Participant") or orders collectively represented in the Exchange Book that have
not been entered by a Floor broker ("Book Participant"). An order entered by a Floor broker is
eligible to be included in the Floor Broker Participant if:

(A) such order is entered by a Floor broker while on the Trading Floor;
(B) such order is not entered for the account of the member organization, the account

of an associated person, or an account with respect to which the member, member
organization, or an associated person exercises investment discretion, unless such
order is entered pursuant to Rule 134(d) – (j); and

(C) the member organization with which such Floor broker is associated engages in a
Floor broker business in Exchange-listed securities.

(6) "Aggressing Order" means a buy (sell) order that is or becomes marketable against sell
(buy) interest on the Exchange Book. A resting order may become an Aggressing Order if its
working price changes, if the PBBO or NBBO is updated, because of changes to other orders
on the Exchange Book, or when processing inbound messages.

(7) "Discretionary price" means the undisplayed price at which a D Order would trade if it
exercises discretion.

(b) Display. The Exchange displays all non-marketable Limit Orders, unless the order or modifier
instruction specifies that all or a portion of the order is not to be displayed.

(1) An order is considered displayed for ranking purposes if the price, side, and size of the order
are disseminated via a market data feed. Odd-lot sized Limit Orders and the displayed portion
of Reserve Orders are considered displayed for ranking purposes.

(2) All non-marketable displayed Limit Orders will be displayed on an anonymous basis.
(3) The best-ranked non-marketable displayed Limit Order(s) to buy and the best ranked

non-marketable displayed Limit Order(s) to sell in the Exchange Book and the aggregate
displayed size of such orders associated with such prices will be collected and made
available to quotation vendors for dissemination pursuant to the requirements of Rule 602 of
Regulation NMS under the Exchange Act. If non-marketable odd-lot sized orders at multiple
price levels can be aggregated to equal at least a round lot, such odd-lot sized orders will be
displayed as the best ranked displayed orders to sell (buy) at the least aggressive price at
which such odd-lot sized orders can be aggregated to equal at least a round lot.

(c) Ranking. All non-marketable orders are ranked and maintained in the Exchange Book in the following
manner: (1) price; (2) priority category; (3) time; and (4) ranking restrictions applicable to an order or
modifier condition.
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(d) Price. All orders are ranked based on the working price of an order. Orders to buy are ranked from
highest working price to lowest working price. Orders to sell are ranked from lowest working price to
highest working price. If the working price of an order changes, the price priority of the order changes.

(e) Priority Categories. At each price point, all orders are assigned a priority category. If at a price point
there are no orders in a priority category, the next priority category has first priority.

(1) Priority 1 - Market Orders. Unexecuted Market Orders have priority over all other same-side
orders with the same working price.

(2) Priority 2 - Display Orders. Non-marketable Limit Orders with a displayed working price have
second priority.

(3) Priority 3 - Non-Display Orders. Non-marketable Limit Orders for which the working price is
not displayed, including reserve interest of Reserve Orders, have third priority.

(4) Priority 4 - Yielding Orders Display. Yielding Orders have fourth priority.
(f) Time. Within each priority category, orders are ranked based on time priority.

(1) An order is assigned a working time based on its original entry time, which is the time when
an order is first placed in the Exchange Book.

(A) An order that is fully routed to an Away Market on arrival is not assigned a working
time unless and until any unexecuted portion of the order returns to the Exchange
Book.

(B) For an order that is partially routed to an Away Market on arrival, the portion that is
not routed is assigned a working time. Other than as provided for in Rule 7.38(b)
(2), if any unexecuted portion of the order returns to the Exchange Book and joins
any remaining resting portion of the original order, the returned portion of the order
is assigned the same working time as the resting portion of the order. If the resting
portion of the original order has already executed and any unexecuted portion of the
order returns to the Exchange Book, the returned portion of the order is assigned a
new working time.

(2) An order is assigned a new working time any time its working price changes.
(3) An order is assigned a new working time if the size of such order increases. An order retains

its working time if the size of the order decreases.
(4) An order retains its working time if the order marking is changed from: (A) sell to sell short;

(B) sell to sell short exempt; (C) sell short to sell; (D) sell short to sell short exempt; (E) sell
short exempt to sell; and (F) sell short exempt to sell short.

(g) Ranking Restrictions. The Exchange will enforce ranking restrictions applicable to specific order or
modifier instructions as provided for in Rules 7.31.

(h) Setter Priority. Setter Priority will be assigned to an order ranked Priority 2 - Display Orders with a
display quantity of at least a round lot if such order (i) establishes a new BBO and (ii) either establishes
a new NBBO or joins an Away Market NBBO provided that such order will not be eligible for Setter
Priority if there is an odd-lot sized order with Setter Priority at that price. Only one order is eligible for
Setter Priority at each price.

(1) An order will be evaluated for Setter Priority:

(A) on arrival, which includes when any portion of an order that has routed returns
unexecuted;

(B) when it becomes eligible to trade for the first time upon transitioning to a new
trading session;

(C) when resting and assigned a new display price. If multiple orders reprice at the
same time, none of the orders will be eligible for Setter Priority unless one order is
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equal to or greater than a round lot and the sum of all other orders at that price is
less than a round lot; and

(D) when the display quantity of a Reserve Order is replenished. During a Short Sale
Period under Rule 7.16(f), if a short sale Reserve Order has an odd-lot quantity with
Setter Priority and the Permitted Price at which such order would be replenished
would be a different price, the replenish quantity will not be eligible for Setter
Priority.

(2) An order retains its Setter Priority:

(A) if it is decremented to any size because it has either traded or been partially
cancelled;

(B) if joined at that price by a resting order that is re-priced and assigned a display price
equal to the display price of the order with Setter Priority;

(C) if the BBO or NBBO changes;
(D) if the order marking changes from (A) sell to sell short, (B) sell to sell short exempt,

(C) sell short to sell, (D) sell short to sell short exempt, (E) sell short exempt to sell,
and (F) sell short exempt to sell short; or

(E) when transitioning from one trading session to another.
(3) An order loses its Setter Priority:

(A) if trading in the security is halted, suspended, or paused;
(B) if such order is assigned a new display price; or
(C) if such order is less than a round lot and is assigned a new working time pursuant to

Rule 7.31(d)(1)(B)(i) or Rule 7.38(b)(2).
(4) Setter Priority is not available for any portion of an order that is ranked Priority 3 - Non-

Display Orders.

Adopted: December 30, 2015 (NYSE-2015-67).
Amended: March 26, 2018 (NYSE-2017-36); August 3, 2018 (NYSE-2018-26); February 15, 2019 (NYSE-2018-52).

Copyright 2019, NYSE Group, Inc. All rights reserved.
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(a) Order Execution. An Aggressing Order will be matched for execution against contra-side orders in the
Exchange Book as provided for in paragraph (b) of this Rule, subject to the following:

(1) Orders that are routed to an Away Market on arrival will not be assigned a working time or
matched for execution on the Exchange Book.

(2) Unless an order qualifies for an exception from the Order Protection Rule in Rule 611 of
Regulation NMS, an order will not trade at prices that trade through a protected quotation.

(3) Limit Orders will be executed at prices that are equal to or better than the PBBO.
(4) Market Orders will be executed at prices that are equal to or better than the NBBO.

(b) Allocation.

(1) At each price, an Aggressing Order will be allocated against contra-side orders as follows:

(A) Orders ranked Priority 1 – Market Orders will trade first based on time.
(B) Next, an order with Setter Priority that has a display price and working price equal

to the BBO will receive 15% of the remaining quantity of the Aggressing Order,
rounded up to the next round lot size or the remaining displayed quantity of the
order with Setter Priority, whichever is lower. An order with Setter Priority is eligible
for allocation under this subparagraph if the BBO is no longer the same as the
NBBO.

(C) Next, orders ranked Priority 2 – Displayed Orders will be allocated on parity by
Participant. Any remaining quantity of an order with Setter Priority is eligible to
participate in this parity allocation, consistent with the allocation wheel position of
the Participant that entered the order with Setter Priority.

(D) Next, orders ranked Priority 3 - Non-Display Orders, other than orders with an MTS
Modifier, will be allocated on parity by Participant.

(E) Next, orders with an MTS Modifier will be allocated based on MTS size (smallest to
largest) and time.

(F) Next, D Orders trading at a discretionary price will be allocated on parity by Floor
Broker Participant.

(G) Next, the display quantity of orders ranked Priority 4 - Yielding Orders will be
allocated based on time.

(H) Next, the non-display quantity of orders ranked Priority 4 - Yielding Orders will
allocated based on time.

(2) Allocation Wheel. At each price on each side of the market, the Exchange maintains an
"allocation wheel" of Participants with orders ranked Priority 2 – Display Orders and a
separate allocation wheel of Participants with orders ranked Priority 3 – Non-Display Orders.
If more than one D Order is eligible to trade at the same discretionary price, the Exchange will
create an allocation wheel for D Orders at that discretionary price.

(A) The Participant that enters the first order in a priority category at a price will
establish the first position on the applicable allocation wheel for that price. If an
allocation wheel no longer has any orders at a price, the next Participant to enter an
order at that price will establish a new allocation wheel. For each D Order allocation
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wheel, the D Order to buy (sell) with the highest (lowest) limit price will establish the
first position on that allocation wheel.

(B) Additional Participants are added to an allocation wheel based on time of entry of
the first order entered by a Participant.

(C) Once a Participant has established a position on an allocation wheel at a price, any
additional orders from that Participant at the same price will join that position on an
allocation wheel.

(D) If an order receives a new working time or is cancelled and replaced at the same
working price, the Participant that entered such order will be moved to the last
position on an allocation wheel if that Participant has no other orders at that price.

(E) A Participant will be removed from an allocation wheel if (i) all orders from that
Participant at that price are executed or cancelled in full, (ii) the working price of
an order changes and that Participant has no other orders at that price, or (iii) the
priority category of the order changes and that Participant has no other orders at
that price.

(F) If multiple orders are assigned new working prices at the same time, the
Participants representing those orders will be added to an allocation wheel at the
new working price in time sequence relative to one another.

(3) Parity Pointer. If there is more than one Participant on an allocation wheel, the Exchange
maintains a "pointer" that identifies which Participant is next to be evaluated for a parity
allocation. The Participant with the pointer is considered the first position. The Setter Priority
allocation in paragraph (b)(1)(B) of this Rule does not move the pointer.

(4) Parity Allocation. An Aggressing Order will be allocated by round lots. The Participant with the
pointer will be allocated a round lot and then the pointer will advance to the next Participant.
The pointer will continue to advance on an allocation wheel until the Aggressing Order is fully
allocated or all Participants in that priority category are exhausted.

(A) Not all Participants on an allocation wheel are guaranteed to receive an allocation.
The size of an allocation to a Participant will be based on which Participant had
the pointer at the beginning of the allocation, the size of the Aggressing Order,
the number of Participants in the allocation, and the size of the orders entered by
Participants.

(B) If the last Participant to receive an allocation is allocated an odd lot, the pointer will
stay with that Participant.

(C) If the Aggressing Order is an odd lot, the Participant with the pointer will be
allocated the full quantity of the order, unless that Participant does not have an
order that could satisfy the Aggressing Order in full, in which case, the pointer will
move to the next Participant on an allocation wheel.

(D) A Participant that has an order or orders equaling less than a round lot will be
eligible for a parity allocation up to the size of the order(s) represented by that
Participant.

(5) Book Participant Allocation. An allocation to the Book Participant will be allocated to orders
that comprise the Book Participant by working time.

(6) Floor Broker Participant Allocation. An allocation to a Floor Broker Participant ("Floor Broker
Allocation") will be allocated to orders with unique working times that comprise the Floor
Broker Participant ("Floor Broker Orders") on parity. The parity allocation within a Floor
Broker Allocation will be processed as described in paragraphs (b)(2) – (4) of this Rule, with
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the Floor Broker Allocation processed as the "Aggressing Order" and each Floor Broker
Order processed as a "Participant."

(7) Reserved.
(8) If resting orders on one side of the market are repriced and become marketable against

contra-side orders on the Exchange Book, the Exchange will rank the re-priced orders as
described in Rule 7.36(c) and trade them as Aggressing Orders consistent with their ranking.

(9) If resting orders on both sides of the market are repriced and become marketable against one
another, the Exchange will rank the orders on each side of the market as described in Rule
7.36(c) and trade them as follows:

(A) The best-ranked order will establish the price at which the marketable orders will
trade, provided that if the marketable orders include MPL orders, orders will trade at
the midpoint of the PBBO.

(B) The next best-ranked order will trade as the Aggressing Order with contra-side
orders at that price pursuant to paragraph (b)(1) of this Rule;

(C) When an Aggressing Order is fully executed, the next-best ranked order will trade
as the Aggressing Order with contra-side orders at that price pursuant to paragraph
(b)(1) of this Rule;

(D) Orders on both side of the market will continue to trade as the Aggressing Order
until all marketable orders are executed.

(c) Routing. Unless an order has an instruction not to route, after being matched for execution with any
contra-side orders in the Exchange Book pursuant to paragraph (a) of this Rule, marketable orders will
be routed to Away Market(s).

(1) An order that cannot meet the pricing parameters of paragraph (a) of this Rule may be routed
to Away Market(s) before being matched for execution against contra-side orders in the
Exchange Book.

(2) If an order with an instruction not to route would trade through or lock or cross a protected
quotation and is not eligible for an exception to Rule 610 or 611 of Regulation NMS, it will
cancel, re-price, or be held undisplayed on the Exchange Book, as provided for in Rule 7.31.

(3) Reserved.
(4) Limit Orders that are routed to Away Market(s) may be routed to more than one price level,

up (down) to the limit price of an order to buy (sell).
(5) Except for orders routed to the primary listing market on arrival pursuant to Rule 7.34, orders

routed to Away Market(s) will be sent as IOC ISOs.
(6) Any order or portion thereof that has been routed is not eligible to trade on the Exchange

Book, unless all or a portion of the order returns unexecuted.
(7) Requests to cancel an order that has been routed will be processed as follows:

(A) For orders that are eligible to be matched for execution against orders in the
Exchange Book, the request to cancel will not be processed unless and until all or a
portion of the order returns unexecuted.

(B) For orders routed to the primary listing market on arrival pursuant to Rule 7.34, the
request to cancel will be routed to the primary listing market.

(8) An order marked "short" when a short sale price test restriction is in effect will not be routed.
(d) After executing with eligible contra-side interest on the Exchange Book and/or returning unexecuted

after routing to an Away Market(s), any unexecuted non-marketable portion of an order will be ranked
consistent with Rule 7.36.

(e) Use of Data Feeds. The Exchange uses the following data feeds for the handling, execution, and
routing of orders, as well as for regulatory compliance:

 

Market Center Primary Source Secondary Source
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Cboe BZX Exchange, Inc. Direct Feed SIP Data Feed
 

Cboe BYX Exchange, Inc. Direct Feed SIP Data Feed
 

Cboe EDGA Exchange, Inc. Direct Feed SIP Data Feed
 

Cboe EDGX Exchange, Inc. Direct Feed SIP Data Feed
 

Chicago Stock Exchange, Inc. SIP Data Feed n/a
 

Investors' Exchange, LLC SIP Data Feed n/a
 

NASDAQ BX, Inc. Direct Feed SIP Data Feed
 

NASDAQ PHLX LLC Direct Feed SIP Data Feed
 

NASDAQ Stock Market LLC Direct Feed SIP Data Feed
 

NYSE Arca, Inc. Direct Feed SIP Data Feed
 

NYSE American LLC SIP Feed Direct Feed
 

NYSE National, Inc. Direct Feed SIP Data Feed
 

(f) Locking or Crossing Quotations in NMS Stocks.

(1) Definitions. For purposes of this Rule, the following definitions shall apply:

(A) The term Crossing Quotation shall mean the display of a bid for an NMS stock
during regular trading hours at a price that is higher than the Best Protected Offer
for such NMS stock, or the display of an offer for an NMS stock during regular
trading hours at a price that is lower than the Best Protected Bid for such NMS
stock.

(B) The term Locking Quotation shall mean the display of a bid for an NMS stock during
regular trading hours at a price that equals the Best Protected Offer for such NMS
stock, or the display of a offer for an NMS stock during regular trading hours at a
price that equals the Best Protected Bid for such NMS stock.

(2) Prohibition. Except for quotations that fall within the provisions of paragraph (f)(3) of this Rule,
the Exchange and members of the Exchange shall reasonably avoid displaying, and shall not
engage in a pattern or practice of displaying, any quotations that lock or cross the PBBO.

(3) Locked or Crossed Market Exceptions. The prohibition against Locking and Crossing
Quotations in paragraph (f)(2) of this Rule will not apply when:

(A) The Locking or Crossing Quotation was displayed at a time when the Trading
Center displaying the locked or crossed quotation was experiencing a failure,
material delay, or malfunction of its systems or equipment;

(B) The Locking or Crossing Quotation was displayed at a time when the Best
Protected Bid was higher than the Best Protected Offer in the NMS stock; or

(C) The Locking or Crossing Quotation was an Automated Quotation, and the member
organization displaying such Automated Quotation simultaneously routed an
ISO to execute against the full displayed size of any locked or crossed Protected
Quotation.

(g) Exceptions to the Order Protection Rule

(1) Self-Help Exception. The self-help exception will apply to any trade-through of a Protected
Quotation displayed by a Trading Center that is experiencing a failure, material delay, or
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malfunction of its systems or equipment. In these instances, Protected Quotations may be
bypassed by:

(A) notifying the non-responding Trading Center immediately after (or at the same time
as) electing self-help; and

(B) following the established Exchange policies and procedures for electing the self-
help exception.

(2) Intermarket Sweep Order Exception.

(A) The Exchange will accept ISO orders to be executed in the Exchange Book against
orders at Exchange's best bid or best offer without regard to whether the execution
would trade through another market's Protected Quotation.

(B) If an ISO is marked as "Immediate-or-Cancel," any portion of the order not executed
upon arrival will be automatically cancelled. If an ISO is not marked as "Immediate-
or-Cancel," any balance of the order will be displayed by the Exchange without
regard to whether that display would lock or cross another market center if the
member organization has complied with Rule 7.37(f)(3)(C).

(3) Single-Price Openings, Reopenings, and Closing Transactions. A transaction that constituted
the trade through is excepted from the Order Protection Rule if it was a single-priced opening,
reopening, or closing transaction by the Exchange.

(4) Benchmark Trades. The Exchange may execute volume-weighted average price ("VWAP")
orders, as well as other types of orders that are not priced with reference to the quoted
price of the NMS stock at the time of execution and for which the material terms were not
reasonably available at the time the commitment to execute the order was made. Benchmark
Trades may not trade through the Exchange Book.

(5) Contingent Order Exemption. Transactions Qualifying as "Contingent Trades" may trade-
through both Manual and Protected Quotes. Transactions executed under this exemption
may not trade through the Exchange Book. A "Qualified Contingent Trade" is a transaction
consisting of two or more component orders, executed as agent or principal, where:

(A) at least one component order is in an NMS stock;
(B) all components are effected with a product or price contingency that either has been

agreed to by the respective counterparties or arranged for by a broker-dealer as
principal or agent;

(C) the execution of one component is contingent upon the execution of all other
components at or near the same time;

(D) the specific relationship between the component orders (e.g., the spread between
the prices of the component orders) is determined at the time the contingent order
is placed;

(E) the component orders bear a derivative relationship to one another, represent
different classes of shares of the same issuer, or involve the securities of
participants in mergers or with intentions to merge that have been announced or
since cancelled; and

(F) the Exempted NMS Stock Transaction is fully hedged (without regard to any prior
existing position) as a result of the other components of the contingent trade.

Commentary:

.01 During a Short Sale Period, as defined in Rule 7.16(f), a short sale Market Order entered by a Floor Broker
Participant that is ranked as Priority 2 - Display Orders pursuant to Rule 7.16(f)(5)(C) will be included in the Book
Participant for purposes of an allocation under paragraph (b) of this Rule.

Adopted: December 30, 2015 (NYSE-2015-67).
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Amended: March 26, 2018 (NYSE-2017-36); May 31, 2018 (NYSE-2018-25); February 7, 2019 (NYSE-2019-01); February 15, 2019
(NYSE-2018-52); March 8, 2019 (NYSE-2019-08).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, Rule 7.38., New
York Stock Exchange, Odd and Mixed Lots

Click to open document in a browser

(a) Order Types. Rule 7.31 specifies whether an order may not be entered as an odd lot or mixed lot.
(b) Ranking and Execution. Round lot, mixed lot and odd lot orders are treated in the same manner on the

Exchange, provided that:

(1) The working and display price of an odd lot order will be adjusted both on arrival and when
resting on the Exchange Book as follows:

(A) If the limit price of an odd lot order to buy (sell) is at or below (above) the PBO
(PBB), it will have a working and display price equal to the limit price.

(B) If the limit price of an odd lot order to buy (sell) is above (below) the PBO (PBB),
it will have a working price equal to the PBO (PBB). The display price will also be
adjusted to the PBO (PBB) unless the order’s instruction requires a display price
that is different from the PBBO.

(C) If the PBBO is locked or crossed and the limit price of an odd lot order to buy (sell)
is above (below) the PBO (PBB), it will have a working and display price equal to
the PBB (PBO). The working and display price of such odd lot order will not be
adjusted again until the PBBO unlocks or uncrosses.

(2) For an order that is partially routed to an Away Market on arrival, if any returned quantity
of the order joins resting odd-lot quantity of the original order and the returned and resting
quantity, either alone or together with other odd-lot orders, would be displayed as a new
BBO, both the returned and resting quantity will be assigned a new working time.

Adopted: December 30, 2015 (NYSE-2015-67).
Amended: March 26, 2018 (NYSE-2017-36); March 8, 2019 (NYSE-2019-08).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, Rule 7.39., New York Stock Exchange, Reserved
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Adopted: December 30, 2015 (NYSE-2015-67).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, Rule 7.40., New York
Stock Exchange, Trade Execution and Reporting
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Executions occurring as a result of orders matched against the Exchange Book will be reported by the Exchange
to an appropriate consolidated transaction reporting system. Executions occurring as a result of orders routed
away from the Exchange will be reported to an appropriate consolidated transaction reporting system by the
relevant reporting market center. The Exchange will promptly notify member organizations of all executions of
their orders as soon as such executions take place. Executions that occur through a Protected Quotation will be
marked with the appropriate designation as defined by the transaction reporting plans.

Adopted: December 30, 2015 (NYSE-2015-67).
Amended: July 27, 2017 (NYSE-2017-35).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, Rule 7.41., New York
Stock Exchange, Clearance and Settlement
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(a)   The details of each transaction executed within the Exchange shall be automatically processed for
clearance and settlement on a locked-in basis. Member organizations need not separately report their
transactions to the Exchange for trade comparison purposes.

(b)   Except as provided herein, transactions executed on the Exchange will be processed anonymously. The
transaction reports will indicate the details of the transaction, but will not reveal contra party identities.

(c)   The Exchange will reveal the contra-party identities in the following circumstances:
(1) for regulatory purposes or to comply with an order of a court or arbitrator;
(2) when a Qualified Cleary Agency, as defined in Supplementary Material .10 to Rule 132, ceases

to act for a member organization or a member organization’s clearing firm, and determines not to
guarantee the settlement of the member organization’s trades; or

(3) if both parties to the transaction consent.

(d)   The Exchange will reveal to a member organization, no later than the end of the day on the date an
anonymous trade was executed, when that member organization submits an order that has executed against
an order submitted by that same member organization.

(e)   In order to satisfy the member organization’s record keeping obligations under SEC Rules 17a-3(a)
(1) and 17a-4(a), (i) the Exchange will, with the exception of those circumstances described below in (ii),
retain for the period specified in Rule 17a-4(a) the identity of each member organization that executes an
anonymous transaction described in paragraph (b) of this rule, and (ii) member organizations shall retain
the obligation to comply with SEC Rules 17-3(a)(1) and 17-4(a) whenever they possess the identity of their
contra party. In either case, the information shall be retained in its original form or a form approved under
Rule 17a-6.

Adopted: December 30, 2015 (NYSE-2015-67).
Amended: July 27, 2017 (NYSE-2017-35).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Adopted: December 30, 2015 (NYSE-2015-67).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Adopted: December 30, 2015 (NYSE-2015-67).
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NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Adopted: December 30, 2015 (NYSE-2015-67).
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NYSE Guide, Regulation, Rule 7.46., New
York Stock Exchange, Tick Size Pilot Plan
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The provisions of this Rule will be in effect during a pilot to coincide with the pilot period for the Regulation NMS
Tick Size Pilot Plan.

(a) Tick Size Pilot Program

(1) Definitions.

(A) "Plan" means the Tick Size Pilot Plan Submitted to the Securities and Exchange
Commission Pursuant to Rule 608(a)(3) of Regulation NMS under the Exchange
Act.

(B) "Pilot Test Groups" means the three test groups established under the Plan,
consisting of 400 Pilot Securities each, which satisfy the respective criteria
established by the Plan for each such test group.

(C) "Retail Investor Order" means an agency order or a riskless principal order that
meets the criteria of FINRA Rule 5320.03 that originates from a natural person and
is submitted to the Exchange by a retail member organization, provided that no
change is made to the terms of the order with respect to price or side of market and
the order does not originate from a trading algorithm or any other computerized
methodology. A Retail Investor Order may be an odd lot, round lot, or partial round
lot.

(D) "Trade-at Intermarket Sweep Order" means a limit order for a Pilot Security that
meets the following requirements:

(i) When routed to a Trading Center, the limit order is identified as a Trade-at
Intermarket Sweep Order; and

(ii) Simultaneously with the routing of the limit order identified as a Trade-
at Intermarket Sweep Order, one or more additional limit orders, as
necessary, are routed to execute against the full displayed size of any
protected bid, in the case of a limit order to sell, or the full displayed
size of any protected offer, in the case of a limit order to buy, for the
Pilot Security with a price that is better than or equal to the limit price of
the limit order identified as a Trade-at Intermarket Sweep Order. These
additional routed orders also must be marked as Trade-at Intermarket
Sweep Orders or Intermarket Sweep Orders.

(E) All capitalized terms not otherwise defined in this Rule shall have the meanings set
forth in the Plan, Regulation NMS under the Exchange Act, or Exchange rules, as
applicable.

(2) Exchange Participation in the Plan. The Exchange is a Participant in, and subject to the
applicable requirements of, the Plan, which establishes a Tick Size Pilot Program that will
allow the Securities and Exchange Commission, market participants, and the public to study
and assess the impact of increment conventions on the liquidity and trading of the common
stocks of small capitalization companies.

(3) Member Organization Compliance. Member organizations shall establish, maintain and
enforce written policies and procedures that are reasonably designed to comply with the
applicable requirements of the Plan.

(4) Exchange Compliance with the Plan. Exchange systems will not display, quote or trade in
violation of the applicable quoting and trading requirements for a Pilot Security specified in
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the Plan and this Rule, unless such quotation or transaction is specifically exempted under
the Plan.

(5) Pilot Securities That Drop Below $1.00 during the Pilot Period. If the price of a Pilot Security
drops below $1.00 during regular trading on any given business day, such Pilot Security will
continue to be subject to the Plan and the requirements enumerated in (c)-(e) below and will
continue to trade in accordance with such Rules as if the price of the Pilot Security had not
dropped below $1.00. However, if the Closing Price of a Pilot Security on any given business
day is below $1.00, such Pilot Security will be moved out of its respective Pilot Test Group
into the Control Group, and may then be quoted and traded at any price increment that is
currently permitted by Exchange rules for the remainder of the Pilot Period. Notwithstanding
anything contained herein to the contrary, at all times during the Pilot Period, Pilot Securities
(whether in the Control Group or any Pilot Test Group) will continue to be subject to the
requirements contained in Paragraph (b).

(b) Compliance with Data Collection Requirements

(1) Policies and Procedures Requirement. A member organization that operates a Trading
Center shall establish, maintain and enforce written policies and procedures that are
reasonably designed to comply with the data collection and transmission requirements of
Items I and II of Appendix B of the Plan, and a member organization that is a Market Maker
shall establish, maintain and enforce written policies and procedures that are reasonably
designed to comply with the data collection and transmission requirements of Item IV of
Appendix B of the Plan and Item I of Appendix C of the Plan.

(2) The Exchange shall collect and transmit to the SEC the data described in Items I and II of
Appendix B of the Plan relating to trading activity in Pre-Pilot Data Collection Securities and
Pilot Securities on a Trading Center operated by the Exchange. The Exchange shall transmit
such data to the SEC in a pipe delimited format, on a disaggregated basis by Trading Center,
within 30 calendar days following month end for:

(A) Each Pre-Pilot Data Collection Security for the period beginning six months prior to
the Pilot Period through thirty-one days prior to the first day of the Pilot Period; and

(B) Each Pilot Security for the period beginning thirty days prior to the first day of the
Pilot Period through six months after the end of the Pilot Period.

The Exchange also shall make such data publicly available on the Exchange web site within
120 calendar days following month end at no charge and shall not identify the member
organization that generated the data.

(3) Daily Market Maker Participation Statistics Requirement

(A) A member organization that is a Market Maker shall collect and transmit to their
Designated Examining Authority ("DEA") data relating to Item IV of Appendix B of
the Plan, with respect to activity conducted on any Trading Center in Pre-Pilot Data
Collection Securities and Pilot Securities in furtherance of its status as a Market
Maker, including a Trading Center that executes trades otherwise than on a national
securities exchange, for transactions that have settled or reached settlement date.
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Market Makers shall transmit such data in a format required by their DEA by 12:00
p.m. EST on T+4:

(i) For transactions in each Pre-Pilot Data Collection Security for the period
beginning six months prior to the Pilot Period through thirty-one days prior
to the first day of the Pilot Period; and

(ii) For transactions in each Pilot Security for the period beginning thirty days
prior to the first day of the Pilot Period through six months after the end of
the Pilot Period.

(B) A member organization that is a Market Maker whose DEA is not a Participant to
the Plan shall transmit the data collected pursuant to paragraph (3)(A) above to
FINRA. Market Makers shall transmit such data in a format required by FINRA by
12:00 p.m. EST on T+4 in accordance with paragraphs (3)(A)(i) and (ii) above.

(C) The Exchange shall transmit the data collected by the DEA or FINRA pursuant to
paragraphs (3)(A) and (B) above relating to Market Maker activity on a Trading
Center operated by the Exchange to the SEC in a pipe delimited format within
30 calendar days following month end. The Exchange shall also make such data
publicly available on the Exchange web site within 120 calendar days following
month end at no charge and shall not identify the Trading Center that generated the
data.

(4) Market Maker Profitability

(A) A member organization that is a Market Maker shall collect and transmit to
their DEA the data described in Item I of Appendix C of the Plan with respect to
executions on any Trading Center that have settled or reached settlement date.
Market Makers shall transmit such data in a format required to their DEA by 12:00
p.m. EST on T+4 for executions during and outside of Regular Trading Hours in
each:

(i) Pre-Pilot Data Collection Security for the period beginning six months prior
to the Pilot Period through thirty-one days prior to the first day of the Pilot
Period; and

(ii) Pilot Security for the period beginning thirty days prior to the first day of
the Pilot Period through six months after the end of the Pilot Period.

(B) A member organization that is a Market Maker whose DEA is not a Participant to
the Plan shall transmit the data collected pursuant to paragraph (4)(A) above to
FINRA. Market Makers shall transmit such data in a format required by FINRA by
12:00 p.m. EST on T+4 for executions during and outside of Regular Trading Hours
in accordance with paragraphs (4)(A)(i) and (ii) above.

(5) Market Maker Registration Statistics. The Exchange shall collect and transmit to the SEC the
data described in Item III of Appendix B of the Plan relating to daily Market Maker registration
statistics in a pipe delimited format within 30 calendar days following month end for:

(A) Transactions in each Pre-Pilot Data Collection Security for the period beginning six
months prior to the Pilot Period through the trading day immediately preceding the
Pilot Period; and

(B) Transactions in each Pilot Security for the period beginning on the first day of the
Pilot Period through six months after the end of the Pilot Period.

The Exchange also shall make such data publicly available on the Exchange web site within
120 calendar days following month end at no charge and shall not identify the member
organization that generated the data.
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(c) Pilot Securities in Test Group One will be subject to the following requirement: No member organization
may display, rank, or accept from any person any displayable or nondisplayable bids or offers,
orders, or indications of interest in increments other than $0.05. However, orders priced to trade at
the midpoint of the national best bid and national best offer ("NBBO") or best protected bid and best
protected offer ("PBBO") may be ranked and accepted in increments of less than $0.05. Pilot Securities
in Test Group One may continue to trade at any price increment that is currently permitted by Rule 7.6.

(d) Pilot Securities in Test Group Two shall be subject to the following requirements:

(1) No member organization may display, rank, or accept from any person any displayable or
non-displayable bids or offers, orders, or indications of interest in increments other than
$0.05. However, orders priced to trade at the midpoint of the NBBO or PBBO may be ranked
and accepted in increments of less than $0.05.

(2) Absent any of the exceptions listed in (3) below, no member organization may execute orders
in any Pilot Security in Test Group Two in price increments other than $0.05. The $0.05
trading increment will apply to all trades, including Brokered Cross Trades.

(3) Pilot Securities in Test Group Two may trade in increments less than $0.05 under the
following circumstances:

(A) Trading may occur at the midpoint between the NBBO or the PBBO;
(B) Retail Investor Orders may be provided with price improvement that is at least

$0.005 better than the PBBO;
(C) Negotiated Trades may trade in increments less than $0.05; and
(D) Execution of a customer order to comply with Rule 5320 following the execution of

a proprietary trade by the member organization at an increment other than $0.05,
where such proprietary trade was permissible pursuant to an exception under the
Plan.

(e) Pilot Securities in Test Group Three shall be subject to the following requirements:

(1) No member organization may display, rank, or accept from any person any displayable or
non-displayable bids or offers, orders, or indications of interest in increments other than
$0.05. However, orders priced to trade at the midpoint of the NBBO or PBBO may be ranked
and accepted in increments of less than $0.05.

(2) Absent any of the exceptions listed in (3) below, no member organization may execute orders
in any Pilot Security in Test Group Three in price increments other than $0.05. The $0.05
trading increment will apply to all trades, including Brokered Cross Trades.

(3) Pilot Securities in Test Group Three may trade in increments less than $0.05 under the
following circumstances:

(A) Trading may occur at the midpoint between the NBBO or PBBO;
(B) Retail Investor Orders may be provided with price improvement that is at least

$0.005 better than the Best Protected Bid or the Best Protected Offer;
(C) Negotiated Trades may trade in increments less than $0.05; and
(D) Execution of a customer order to comply with Rule 5320 following the execution of

a proprietary trade by the member organization at an increment other than $0.05,
where such proprietary trade was permissible pursuant to an exception under the
Plan.

(4) Pilot Securities in Test Group Three will be subject to the following Trade-at Prohibition:

(A) "Trade-at Prohibition" means the prohibition against executions by a Trading Center
of a sell order for a Pilot Security at the price of a Protected Bid or the execution
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of a buy order for a Pilot Security at the price of a Protected Offer during regular
trading hours.

(B) Absent any of the exceptions listed in (C) below, no member organization may
execute a sell order for a Pilot Security in Test Group Three at the price of a
Protected Bid or execute a buy order for a Pilot Security in Test Group Three at the
price of a Protected Offer.

(C) Member organizations may execute a sell order for a Pilot Security in Test Group
Three at the price of a Protected Bid or execute a buy order for a Pilot Security
in Test Group Three at the price of a Protected Offer if any of the following
circumstances exist:

(i) The order is executed as agent or riskless principal by an independent
trading unit, as defined under Rule 200(f) of Regulation SHO, of a Trading
Center within a member organization that has a displayed quotation as
agent or riskless principal, via either a processor or an SRO Quotation
Feed, at a price equal to the traded at Protected Quotation, that was
displayed before the order was received, but only up to the full displayed
size of that independent trading unit's previously displayed quote;

(ii) The order is executed by an independent trading unit, as defined under
Rule 200(f) of Regulation SHO, of a Trading Center within a member
organization that has a displayed quotation for the account of that Trading
Center on a principal (excluding riskless principal) basis, via either a
processor or an SRO Quotation Feed, at a price equal to the traded-at
Protected Quotation, that was displayed before the order was received,
but only up to the full displayed size of that independent trading unit's
previously displayed quote;

(iii) The order is of Block Size at the time of origin and may not be:

(A) an aggregation of non-block orders; or
(B) broken into orders smaller than Block Size prior to submitting the

order to a Trading Center for execution.
(iv) The order is a Retail Investor Order executed with at least $0.005 price

improvement;
(v) The order is executed when the Trading Center displaying the Protected

Quotation that was traded at was experiencing a failure, material delay, or
malfunction of its systems or equipment;

(vi) The order is executed as part of a transaction that was not a "regular way"
contract;

(vii) The order is executed as part of a single-priced opening, reopening, or
closing transaction on the Exchange;

(viii) The order is executed when a Protected Bid was priced higher than a
Protected Offer in the Pilot Security;

(ix) The order is identified as a Trade-at Intermarket Sweep Order;
(x) The order is executed by a Trading Center that simultaneously routed

Trade-at Intermarket Sweep Orders or Intermarket Sweep Orders to
execute against the full displayed size of the Protected Quotation that was
traded at;

(xi) The order is executed as part of a Negotiated Trade;
(xii) The order is executed when the Trading Center displaying the Protected

Quotation that was traded at had displayed, within one second prior
to execution of the transaction that constituted the Trade-at, a Best
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Protected Bid or Best Protected Offer, as applicable, for the Pilot Security
with a price that was inferior to the price of the Trade-at transaction;

(xiii) The order is executed by a Trading Center which, at the time of order
receipt, the Trading Center had guaranteed an execution at no worse than
a specified price (a "stopped order"), where:

A. The stopped order was for the account of a customer;
B. The customer agreed to the specified price on an order-by-order

basis; and
C. The price of the Trade-at transaction was, for a stopped buy

order, equal to or less than the National Best Bid in the Pilot
Security at the time of execution or, for a stopped sell order,
equal to or greater than the National Best Offer in the Pilot
Security at the time of execution, as long as such order is priced
at an acceptable increment;

(xiv) The order is for a fractional share of a Pilot Security, provided that such
fractional share order was not the result of breaking an order for one or
more whole shares of a Pilot Security into orders for fractional shares
or was not otherwise effected to evade the requirements of the Trade-at
Prohibition or any other provisions of the Plan; or

(xv) The order is to correct a bona fide error, which is recorded by the Trading
Center in its error account. A bona fide error is defined as:

A. The inaccurate conveyance or execution of any term of an order
including, but not limited to, price, number of shares or other
unit of trading; identification of the security; identification of
the account for which securities are purchased or sold; lost or
otherwise misplaced order tickets; short sales that were instead
sold long or vice versa; or the execution of an order on the
wrong side of a market;

B. The unauthorized or unintended purchase, sale, or allocation of
securities, or the failure to follow specific client instructions;

C. The incorrect entry of data into relevant systems, including
reliance on incorrect cash positions, withdrawals, or securities
positions reflected in an account; or

D. A delay, outage, or failure of a communication system used
to transmit market data prices or to facilitate the delivery or
execution of an order.

(D) No member organization shall break an order into smaller orders or otherwise effect
or execute an order to evade the requirements of the Trade-at Prohibition of this
Rule or any other provisions of the Plan.
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(f) Exchange handling of orders during the Pilot Period for the Plan.

(1) Trade-at Intermarket Sweep Orders ("TA ISO")

(A) The Exchange will accept TA ISOs in all securities. TA ISOs must be designated as
IOC and do not route.

(B) A TA ISO will be immediately traded with contra-side displayed and nondisplayed
interest in the Exchange Book up to its full size and limit price and the quantity not
so traded will be immediately and automatically cancelled.

(2) For Pilot Securities in Test Groups One, Two and Three:

(A) References in Exchange rules to the MPV, as defined in Rule 7.6, instead mean
the quoting MPV specified in paragraphs (c), (d), and (e) of this Rule. References
to truncating to the MPV in Exchange rules instead mean rounding down to the
applicable quoting MPV for Pilot Securities.

(B) MPL Orders must be entered with a limit price in a $0.05 pricing increment.
(3) Reserved.
(4) Reserved.
(5) For Pilot Securities in Test Group Three:

(A) At each price point, the priority of resting orders for ranking will be:

(i) Priority 2 - Display Orders. Non-marketable Limit Orders with a displayed
working price have first priority.

(ii) Protected Quotations of Away Markets. Protected quotations of Away
Markets have second priority.

(iii) Priority 1 - Market Orders. Unexecuted Market Orders have third priority.
(iv) Priority 3 - Non-Display Orders. Non-marketable Limit Orders for which

the working price is not displayed, including reserve interest of Reserve
Orders, have fourth priority.

(B) At each price point, an Aggressing Order will be allocated against contra-side
orders as follows:

(i) First, an order with Setter Priority that has a display price and working
price equal to the BBO will receive 15% of the remaining quantity of the
Aggressing Order, rounded up to the next round lot size or the remaining
displayed quantity of the order with Setter Priority, whichever is lower. An
order with Setter Priority is eligible for Setter Priority allocation if the BBO
is no longer the same as the NBBO.

(ii) Next, orders ranked Priority 2 – Displayed Orders will be allocated on
parity by Participant. The remaining quantity of the order with Setting
Priority is eligible to participate in this parity allocation, consistent with
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the allocation wheel position of the Participant that entered the order with
Setter Priority.

(iii) Next, subject to paragraph (f)(5)(F) of this Rule, the Exchange will route
the Aggressing Order to protected quotations of Away Markets.

(iv) Next, orders ranked Priority 1 - Market Orders will trade based on time.
(v) Next, orders ranked Priority 3 – Non-Display Orders, other than MPL

Orders with an MTS Modifier, will be allocated on parity by Participant.
(vi) Next, MPL Orders with an MTS Modifier will be allocated based on MTS

size (smallest to largest) and time.
(C) The display price of Limit Orders to buy (sell) repriced under Rule 7.31(a)(2)(C) will

be the same as provided for in that rule, but the working price of such orders will be
the same as the display price.

(D) If a Reserve Order to buy (sell) is displayed at a price that is locked or crossed by
a protected offer (bid), the portion of the Reserve Order that is not displayed will
be assigned a working price $0.05 below (above) the protected offer (bid), but if
routable, will route to a protected offer (bid) based on the limit price of the order.

(E) If the limit price of a resting Non-Displayed Limit Order to buy (sell) is equal to or
higher (lower) than the PBO (PBB), it will have a working price $0.05 below (above)
the PBO (PBB).

(F) Orders with instructions not to route, as defined in Rule 7.31(e):

(i) On arrival, orders with instructions not to route will trade with resting
orders in the Exchange Book consistent with the terms of the order and
the Trade-At Prohibition.

(a) On arrival, Day ISOs will be eligible for the exception set forth in
paragraph (e)(4)(C)(ix) of this Rule.

(b) An IOC ISO to buy (sell) will not trade with orders to sell (buy)
ranked Priority 1 - Market Orders or Priority 3 - Non-Display
Orders that are the same price as a protected offer (bid) unless
the limit price of such IOC ISO is higher (lower) than the price of
protected offer (bid).

(ii) When being added to the Exchange Book, a Non-Routable Limit Order
or ALO Order to buy (sell) with a limit price equal to or above (below) the
PBO (PBB) will be assigned a display price and working price one MPV
below (above) the PBO (PBB).

(iii) Once resting on the Exchange Book, a Non-Routable Limit Order or ALO
Order to buy (sell) will not be eligible to trade with later-arriving orders
to sell (buy) ranked Priority 2 - Display Orders priced equal to the PBO
(PBB). A later arriving order to buy (sell) that is eligible to trade with the
PBO (PBB) may trade before such resting order.

Commentary:

.10 For purposes of the reporting requirement in Appendix B.II.(n), a Trading Center shall report "Y" to their DEA
where it is relying upon the Retail Investor Order exception to Test Groups Two and Three, and "N" in all other
instances.

.20 For purposes of Appendix B.I, the field "Affected by Limit-Up Limit-Down bands" shall be included. A Trading
Center shall report a value of "Y" to their DEA when the ability of an order to execute has been affected by the
Limit-Up Limit-Down (LULD) bands in effect at the time of order receipt. A Trading Center shall report a value of
"N" to their DEA when the ability of an order to execute has not been affected by the LULD bands in effect at the
time of order receipt. For purposes of Appendix B.I, the Participants shall classify all orders in Pilot and Pre-Pilot
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Securities that may trade in a foreign market as: (1) fully executed domestically or (2) fully or partially executed
on a foreign market. For purposes of Appendix B.II, the Participants shall classify all orders in Pilot Securities
and Pre-Pilot Data Collection Securities that may trade in a foreign market as: (1) directed to a domestic venue
for execution; (2) may only be directed to a foreign venue for execution; or (3) fully or partially directed to a
foreign venue at the discretion of the member organization.

.30 (a) For purposes of Appendix B.I.a(14), B.I.a(15), B.I.a(21) and B.I.a(22), the time ranges shall be changed
as follows:

(1) Appendix B.I.a(14A): The cumulative number of shares of orders executed from 100 microseconds to
less than 1 millisecond after the time of order receipt;

(2) Appendix B.I.a(15): The cumulative number of shares of orders executed from 1 millisecond to less
than 100 milliseconds after the time of order receipt;

(3) Appendix B.I.a(21A): The cumulative number of shares of orders canceled from 100 microseconds to
less than 1 millisecond after the time of order receipt; and

(4) Appendix B.I.a(22): The cumulative number of shares of orders canceled from 1 millisecond to less
than 100 milliseconds after the time of order receipt.

(5) For purposes of Appendix B.I.a(21) through B.I.a(27), unexecuted Immediate or Cancel orders shall be
categorized separately irrespective of the duration of time after order receipt.

.40 For purposes of Appendix B.I.a(31)-(33), the relevant measurement is the time of order receipt.

.50 For purposes of Appendix B, the following order types and numbers shall be included and assigned the
following numbers: "not held" orders (18); clean cross orders (19); auction orders (20); orders that cannot
otherwise be classified, including orders received when the NBBO is crossed (21); and limit orders priced more
than $0.10 away from NBBO (22). For purposes of order types 12-14 in Appendix B, such order types shall
include all orders and not solely "resting" orders.

.60 A member organization shall not be deemed a Trading Center for purposes of Appendix B of the Plan where
that member organization only executes orders otherwise than on a national securities exchange for the purpose
of: (i) correcting a bona fide error related to the execution of a customer order; (ii) purchases a security from
a customer at a nominal price solely for purposes of liquidating the customer's position; or (iii) completing the
fractional share portion of an order.

.70 A Trading Center shall begin the data collection required pursuant to Appendix B.I.a(1) through B.II.(y) of
the Plan and Item I of Appendix C of the Plan on April 4, 2016. The requirement that the Exchange or their DEA
provide information to the SEC within 30 days following month end pursuant to Appendix B and C of the Plan
shall commence at the beginning of the Pilot Period. Notwithstanding the provisions of paragraphs (b)(2), (b)
(3)(C) and (b)(5) of this Rule, with respect to data for the Pre-Pilot Period and Pilot Period, the requirement that
the Exchange or their DEA make Appendix B data publicly available on the Exchange's or DEA's website shall
commence on August 31, 2017. Notwithstanding the provisions of paragraph (b)(4) of this Rule, the Exchange
or their DEA shall make Appendix C data for the Pre-Pilot Period through January 2017 publicly available on the
Exchange's or DEA's website by February 28, 2017.

.80 For purposes of Item I of Appendix C, the Participants shall calculate daily Market Maker realized profitability
statistics for each trading day on a daily last in, first out (LIFO) basis using reported trade price and shall include
only trades executed on the subject trading day. The daily LIFO calculation shall not include any positions
carried over from previous trading days. For purposes of Item I.c of Appendix C, the Participants shall calculate
daily Market Maker unrealized profitability statistics for each trading day on an average price basis. Specifically,
the Participants must calculate the volume weighted average price of the excess (deficit) of buy volume over
sell volume for the current trading day using reported trade price. The gain (loss) of the excess (deficit) of buy
volume over sell volume shall be determined by using the volume weighted average price compared to the
closing price of the security as reported by the primary listing exchange. In calculating unrealized trading profits,
the Participant also shall report the number of excess (deficit) shares held by the Market Maker, the volume
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weighted average price of that excess (deficit), and the closing price of the security as reported by the primary
listing exchange used in reporting unrealized profit.

.90 "Pre-Pilot Data Collection Securities" are the securities designated by the Participants for purposes of the
data collection requirements described in Items I, II and 48 of 48 IV of Appendix B and Item I of Appendix C of
the Plan for the period beginning six months prior to the Pilot Period through thirty-one days prior to the Pilot
Period. The Participants shall compile the list of Pre-Pilot Data Collection Securities by selecting all NMS stocks
with a market capitalization of $5 billion or less, a Consolidated Average Daily Volume (CADV) of 2 million
shares or less and a closing price of $1 per share or more. The market capitalization and the closing price
thresholds shall be applied to the last day of the pre-pilot measurement period, and the CADV threshold shall
be applied to the duration of the pre-pilot measurement period. The Pre-Pilot measurement period shall be the
three calendar months ending on the day when the Pre-Pilot Data Collection Securities are selected. The Pre-
Pilot Data Collection Securities shall be selected thirty days prior to the commencement of the six-month Pre-
Pilot Period.

.100 For purposes of Appendix B.IV, the count of the number of Market Makers used in the calculation
of share (trade) participation shall be added to each category. For purposes of Appendix B.IV(b) and (c),
share participation and trade participation shall be calculated by using a total count instead of a share-
weighted average or a trade-weighted average. For purposes of Appendix B, B.IV(d) (cross-quote share (trade)
participation), (e) (inside-the-quote share (trade) participation), (f) (at-the-quote share (trade) participation), and
(g) (outside-the-quote share (trade) participation), shall be calculated by reference to the National Best Bid or
National Best Offer in effect immediately prior to the trade.

Adopted: December 30, 2015 (NYSE-2015-67).
Amended: March 26, 2018 (NYSE-2017-36); October 16, 2018 (NYSE-2018-48).
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Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

117

http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, Section 6., New York Stock Exchange, Reserved

Click to open document in a browser

Adopted: December 30, 2015 (NYSE-2015-67).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

118

http://prod.resource.cch.com/resource/scion/document/default/52dd0a987d461000ac9a005056883b3a044?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, Section 7., New York Stock Exchange, Reserved

Click to open document in a browser

Adopted: December 30, 2015 (NYSE-2015-67).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

119

http://prod.resource.cch.com/resource/scion/document/default/52dd0aa27d461000b85a005056883b3a045?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, Section 8., New York Stock Exchange, Reserved

Click to open document in a browser

Adopted: December 30, 2015 (NYSE-2015-67).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

120

http://prod.resource.cch.com/resource/scion/document/default/52dd0aa27d461000a14b005056883b3a046?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm
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The Exchange will not list any Exchange Traded Product pursuant to this Rule that has any component
NMS Stock that is listed on the Exchange or that is based on, or represents an interest in, an underlying
index or reference asset that includes an NMS Stock listed on the Exchange.

Section 1. Currency and Index Warrants

Rule 8.1. General Rule 8 is applicable only to index warrants and, where stated, to currency warrants
and currency index warrants. Except to the extent that specific provisions of Rule 8 govern, or unless the
context otherwise requires, the provisions of the Rules and procedures of the Exchange will be applicable
to trading of the index warrants, currency warrants and currency index warrants on the Exchange.

Adopted: December 30, 2015 (NYSE-2015-67).
Amended: March 10, 2017 (NYSE-2016-44).

Rule 8.2. Definitions

(a)   The term "currency index group" means a group of currencies each of whose inclusion and relative
representation in the group is determined by its inclusion and relative representation in a currency
index.

(b)   The term "currency index warrant" means a warrant on a currency index group listed pursuant to
Rule 8.3.

(c)   The term "currency warrant" means a warrant on a currency index group listed pursuant to Rule
8.3. The term "cross currency" means the relationship between any two non-U.S. currencies.

(d)   The term "foreign currency warrants" will mean instruments that are direct obligations of the
issuing company, either exercisable throughout their life (i.e., American style) or exercisable only on
their expiration date (i.e., European style), entitling the holder thereof to a cash settlement in U.S.
dollars to the extent that the value of the underlying foreign currency has declined below (in the case of
a put warrant) or increased above (in the case of a call warrant) the pre-stated cash settlement value
of the underlying foreign currency. The term "foreign currency warrants" will also include cross-rate
currency warrants.

(e)   The term "index warrants" means instruments that are direct obligations of the issuing company,
either exercisable throughout their life (i.e., American style) or exercisable only on their expiration date
(i.e., European style), entitling the holder to a cash settlement in U.S. dollars to the extent that the
index has declined below (for put warrant) or increased above (for a call warrant) the pre-stated cash
settlement value of the index. Index warrants may be based on either foreign or domestic indexes.

(f)   The term "stock index group" means a group of stocks each of whose inclusion and relative
representation in the group is determined by its inclusion and relative representation in a stock index.

(g)   The term "stock index warrant" means a warrant on a stock index group listed pursuant to Rule
8.3.

Rule 8.3. Listing of Currency and Index Warrants
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(a)   The Exchange will submit a rule filing pursuant to Section 19(b) of the Securities Exchange
Act of 1934 to permit the listing and trading of Currency and Index Warrants. All statements or
representations contained in such rule filing regarding (a) the underlying reference assets, (b)
limitations on the underlying reference assets, or (c) the applicability of Exchange listing rules specified
in such rule filing will constitute continued listing requirements. An issuer of such securities must
notify the Exchange of any failure to comply with such continued listing requirements. If a series of
currency and index warrants does not satisfy these requirements, the Exchange may halt trading in the
securities and will initiate delisting proceedings pursuant to Rule 5.5(m).

(b)   Each warrant issue will be evaluated for listing against the following initial and continued listing
criteria (except that the minimum term requirement in Rule 8.3(a)(2) must only be met on an initial
basis):
 

(1)   Size and Earnings of Warrant Issuer—The warrant issuer will be expected to have a minimum
tangible net worth in excess of $250,000,000 and otherwise to exceed substantially pre-tax income
from continued operation of at least $750,000 in the last fiscal year or two of the last three fiscal
years. In the alternative, the warrant issuer will be expected: (A) to have a minimum tangible
net worth of $150,000,000 and otherwise to exceed substantially pre-tax income from continued
operation of at least $750,000 in the last fiscal year or two of the last three fiscal years, and (B) not
to have issued warrants where the original issue price of all the issuer's index and currency warrant
offerings (combined with index and currency warrant offerings of the issuer's affiliates) listed on a
national securities exchange or traded through the facilities of Nasdaq exceeds 25% of the warrant
issuer's net worth.

(2)   Term—One to five years from date of issuance.

(3)   Distribution/Market Value—(i) Minimum public distribution of 1,000,000 warrants together with
a minimum of 400 public holders, and an aggregate market value of $4,000,000; or (ii) Minimum
public distribution of 2,000,000 warrants together with a minimum number of public warrant holders
determined on a case by case basis, an aggregate market value of $12,000,000 and an initial
warrant price of $6.

(4)   Cash Settlement—The warrants will be cash settled in U.S. dollars.

(5)   A.M. Settlement—The terms of stock index warrants for which 25% or more of the value of
the underlying index is represented by securities that are traded primarily in the United States must
provide that opening prices of the stocks comprising the index will be used to determine (A) the final
settlement value (i.e., the settlement value for warrants that are exercised at expiration) and (B) the
settlement value for such warrants that are exercised on either of the two business days preceding
the day on which the final settlement value is to be determined.

(6)   Automatic Exercise—All currency and index warrants must include in their terms provisions
specifying: (A) the time by which all exercise notices must be submitted, and (B) that all unexercised
warrants that are in the money will be automatically exercised on their expiration date or on or
promptly following the date on which such warrants are delisted by the Exchange (if such warrant
issue has not been listed on another organized securities market in the United States.)

(7)   Foreign Country Securities—Foreign Country Securities or American Depository Receipts
("ADRs") thereon that: (A) are not subject to a comprehensive surveillance agreement, and (B) have
less than 50% of their global trading volume (in dollar value) within the United States, will not, in
the aggregate, represent more than 20% of the weight of the index, unless such index is otherwise
approved for warrant or option trading.
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(8)   Changes in Number of Warrants Outstanding—The Exchange expects that issuers of stock
index warrants either will make arrangements with warrant transfer agents to advise the Exchange
immediately of any change in the number of warrants outstanding due to the early exercise of such
warrants or will provide this information themselves. With respect to stock index warrants for which
25% or more of the value of the underlying index is represented by securities traded primarily in the
United States, such notice will be filed with the Exchange no later than 1:30 p.m. Pacific Time, on
the date when the settlement value for such warrants is determined. Such notice will be filed in such
form and manner as may be prescribed by the Exchange from time to time.

Rule 8.4. Account Approval

 No member organization shall accept an order from a customer to purchase or sell a stock index,
currency index or currency warrant unless the customer's account has been approved for options trading
pursuant to NYSE Arca Rule 9.18-E(b).

Adopted: December 30, 2015 (NYSE-2015-67).
Amended: March 10, 2017 (NYSE-2016-44); August 25, 2017 (NYSE-2017-44).

Rule 8.5. Suitability

 The provisions of NYSE Arca Rule 9.18-E(c) shall apply to recommendations in stock index, currency
index and currency warrants and the term "option" as used therein shall be deemed for purposes of this
Rule to include such warrants.

Rule 8.6. Discretionary Accounts

 Rule 408 shall not apply to customer accounts insofar as a member organization exercises discretion to
trade in stock index, currency index and currency warrants, and any such account shall instead be subject
to the provisions of NYSE Arca Rule 9.18- E(e) with respect to such trading. For purposes of this Rule, the
term "option" as used in NYSE Arca Rule 9.18-E(e) shall be deemed to include such warrants.

Rule 8.7. Supervision of Accounts

 NYSE Arca Rule 9.18-E(d) shall apply to all customer accounts of a member organization in which
transactions in stock index, currency index or currency warrants are effected. The term "option" as used in
NYSE Arca Rule 9.18-E(d) shall be deemed to include such warrants.

Rule 8.8. Customer Complaints

 NYSE Arca Rule 9.18-E(l) shall apply to all customer complaints received by a member organization
regarding stock index, currency index or currency warrants. The term "options" as used in NYSE Arca
Rule 9.18-E(l) shall be deemed to include such warrants.

Rule 8.9. Prior Approval of Certain Communications to Customers

(a)   No member organization or person associated with a member organization shall utilize any
advertisement, educational material, sales literature or other communication to any customer or
member of the public concerning stock index, currency index or currency warrants that:
 

(1)   contains any untrue statement or omission of a material fact or is otherwise false or misleading;
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(2)   contains promises of specific results, exaggerated or unwarranted claims, opinions for which
there is no reasonable basis or forecasts of future events that are unwarranted or that are not
clearly labeled as forecasts; or

(3)   contains hedge clauses or disclaimers that are not legible, that attempt to disclaim
responsibility for the content of such literature or for opinions expressed therein, or that are
otherwise inconsistent with such communications.

(b)   All advertisements, sales literature and educational material issued by a member organization to
any customer or member of the public pertaining to stock index, currency index or currency warrants
shall comply with the requirements set forth in the Commentaries to NYSE Arca Rule 9.28-E. For
purposes of this Rule, the term "option" as used in such Commentaries shall be deemed to include
such warrants, and the term "The Options Clearing Corporation" as used in such Commentaries shall
be deemed to mean the issuer(s) of such warrants.

(c)   All advertisements, sales literature (except completed worksheets) and educational materials
issued by a member organization to any customer or member of the public pertaining to stock index,
currency index or currency warrants shall be approved in advance by a Compliance Registered
Options Principal or designee thereof. Copies of such advertisements, literature or materials, together
with the names of the persons who prepared them, the names of the persons who approved them and,
in the case of sales literature, the source of any recommendations contained therein, shall be retained
by the member organization and be kept in an easily accessible place for examination by the Exchange
for a period of three years.

(d)   In addition to the approval required by subsection (c) of this Rule, every advertisement and all
educational material of a member organization pertaining to stock index, currency index and currency
warrants shall be submitted to the Exchange at least ten days prior to use (or such shorter time as the
Exchange may allow in particular instances) for approval and, if changed or expressly disapproved by
the Exchange, shall be withheld from circulation until any changes specified by the Exchange have
been made or, in the event of disapproval, until such material has been resubmitted for, and has
received, Exchange approval. The requirements of this paragraph shall not be applicable to:
 

(1)   advertisements or educational material submitted to another self-regulatory organization having
comparable standards pertaining to such advertising or educational material; or

(2)   advertisements in which the only reference to stock index, currency index or currency warrants
is contained in a listing of services of a member organization.

(e)   Definitions. For purposes of this Rule 8.9, the following definitions shall apply:
 

(1)   The term "advertisement" shall include any sales material that reaches a mass audience
through public media such as newspapers, periodicals, magazines, radio, television, telephone
recordings, motion pictures, audio or video devices, telecommunications devices, billboards, signs
or through written sales communications to customers or the public.

(2)   The term "educational material" shall include any explanatory material distributed or made
generally available to customers or the public that is limited to information describing the general
nature of the stock index, currency index or currency warrant markets or one or more strategies.

(3)   The term "sales literature" shall include any written communication (not defined as an
"advertisement" or as "educational material") distributed or made generally available to customers
or the public that contains any analysis, performance report, projection or recommendation
with respect to stock index, currency index or currency warrants, underlying indexes or market
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conditions, any standard forms of worksheets, or any seminar text that pertains to stock index,
currency index or currency warrants and that is communicated to customers or the public at
seminars, lectures or similar events.

Rule 8.10. Position Limits

(a)   Except with prior written approval of the Exchange in each instance, no member organization shall
effect for any account in which such member organization has an interest or for the account of any
partner, officer, director or employee thereof or for the account of any customer, a purchase or sale
transaction (whether on the Exchange or on or through the facilities of, or otherwise subject to the rules
of, another national securities exchange or national securities association) in a stock index warrant
if the member organization has reason to believe that as a result of such transaction the member
organization or partner, officer, director or employee thereof or customer would, acting alone or in
concert with others, directly or indirectly, control an aggregate position in an index warrant issue, or in
all warrants issued on the same stock index group, on the same side of the market, in excess of the
following position limits:
 

(1)   As to index warrants overlying the same index with an initial offering price of $10 or less, 15
million warrants; and

(2)   For stock index warrants with an initial issue price greater than ten dollars, positions in these
warrants must be aggregated with positions in stock index warrants on the same index priced
initially at or below ten dollars by dividing the original offering price of the index warrant price
above ten dollars by ten and multiplying this number by the size of the index warrant position. For
example, if an investor held 100,000 stock index warrants priced initially at $20 per warrant, the size
of this position for position limit purposes would be 200,000 or 100,000 times 20/10.

(b)   Whenever the Exchange determines that a person or group of persons acting in concert holds
or controls an aggregate position (whether long or short) in stock index warrants in excess of the
applicable position limits established pursuant to paragraph (a) of this Rule 8.10, it may direct
all member organizations carrying a position in stock index warrants for such person or persons
to liquidate such position, as expeditiously as possible consistent with the maintenance of an
orderly market, to the extent necessary to assure that such person or persons are in compliance
with applicable position limits. Whenever such a directive is issued by the Exchange, no member
organization receiving notice thereof shall accept any order to purchase or sell any stock index
warrants based on the same stock index for the account of the person or persons named in such
directive, unless in each instance the Exchange provides its express approval therefor, or until such
directive is rescinded.

Supplementary Material:

.01 The Exchange will not approve any transaction or the carrying of any positions which would
exceed the limits established pursuant to this Rule, except in highly unusual circumstances.
Requests for such approval must be accompanied by a detailed statement of the facts justifying
an exception to such position limits.

.02 The Exchange may establish higher position limits for transactions by member organizations
registered as market makers on the Exchange than those applicable with respect to other
accounts. Whenever a member organization registered as a market maker on the Exchange
reasonably anticipates that he or she may exceed such position limits in the performance of his
or her functions as a member organization registered as a market maker on the Exchange, he or
she must consult with and obtain the prior approval of the regulatory staff.
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Rule 8.11. Exercise Limits

 Except with the prior approval of the Exchange in each instance, no member organization shall exercise,
for any account in which such member organization has an interest, or for the account of any partner,
officer, director or employee thereof, or, for the account of any customer, a long position in any stock
index warrant dealt in on the Exchange if as a result thereof such member organization or partner, officer,
director or employee thereof or customer, acting alone or in concert with others, directly or indirectly,
has or will have exercised within any five (5) consecutive business days aggregate long positions in the
number of stock index warrants set forth in Rule 8.10. The Exchange may from time to time institute other
limitations concerning the exercise of stock index warrants. All such exercise limitations are separate and
distinct from any other exercise limitations imposed by the issuers of index warrants.

Rule 8.12. Trading Halts or Suspensions

 The Exchange will maintain surveillance procedures for currency and index warrants listed under Rule 8.3
and will consider the suspension of trading in, and will initiate delisting proceedings under Rule 5.5(m) of,
a series of currency or index warrants under any of the following circumstances:
 

(i)   whenever trading in underlying securities whose weighted value represents more than 20%,
in the case of a broad based index, and 10% for all other indices, of the index value is halted or is
suspended;

(ii)   all trading has been halted or suspended in the market that is the primary market for a plurality of
the underlying stocks;

(iii)   the current calculation of the index derived from the current market prices of the stocks is not
available;

(iv)   if any of the continued listing requirements set forth in Rule 8.3 are not continuously maintained;

(v)   if the Exchange submits a rule filing pursuant to Section 19(b) of the Securities Exchange Act
of 1934 to permit the listing and trading of Currency or Index Warrants and any of the statements or
representations regarding (a) the description of the underlying reference asset, (b) limitations on the
underlying reference assets, or (c) the applicability of Exchange listing rules specified in such rule filing
are not continuously maintained; or

(vi)   other unusual conditions or circumstances detrimental to the maintenance of a fair and orderly
market and the protection of investors are present.

Trading in currency or index warrants that have been the subject of a halt or suspension by the Exchange
may resume if the Exchange determines that the conditions which led to the halt or suspension are no
longer present, or that the interests of a fair and orderly market are best served by a resumption of trading.

Rule 8.13. Reporting of Warrant Positions

(a)   Each member organization shall file with the Exchange a report with respect to each account
in which the member organization has an interest, each account of a partner, officer, director, or
employee of such member organization and each customer account, that has established an aggregate
position (whether long or short) of 100,000 warrants covering the same underlying index, currency
or currency index, combining for purposes of this Rule: (1) long positions in put warrants and short
positions in call warrants, and (2) short positions in put warrants with long positions in call warrants.
The report shall be in such form as may be prescribed by the Exchange and shall be filed no later
than the close of business on the next day following the day on which the transaction or transactions
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requiring the filing of such report occurred. Whenever a report shall be required to be filed with
respect to an account pursuant to this Rule, the member organization filing the report shall file with
the Exchange such additional periodic reports with respect to such account as the Exchange may
from time to time prescribe. In computing reportable positions, warrants on a stock index shall not be
aggregated with: (1) warrants on any other stock index, (2) options on any stock index or (3) options or
warrants on any stock or group of stocks included in such index.

(b)   In addition to the reports required by subsection (a) of this Rule, each member organization shall
report promptly to the Exchange any instance in which such member organization has reason to
believe that a person, acting alone or in concert with others, has exceeded or is attempting to exceed
the position limits prescribed in Rule 8.10 or the exercise limits prescribed in Rule 8.11.

(c)   All reports required by this Rule shall be filed with the Exchange in such manner and form as
prescribed by the Exchange.

Section 2. Portfolio Depositary Receipts

Rule 8.100. Portfolio Depositary Receipts

(a)   Definitions.
 

(1)   Portfolio Depositary Receipt. The term "Portfolio Depositary Receipt" means a security:
 

(a)   that is based on a unit investment trust ("Trust") that holds the securities that comprise an
index or portfolio underlying a series of Portfolio Depositary Receipts;

(b)   that is issued by the Trust in a specified aggregate minimum number in return for a
"Portfolio Deposit" consisting of specified numbers of shares of stock and/or a cash amount, a
specified portfolio of fixed income securities and/or a cash amount and/or a combination of the
above;

(c)   that, when aggregated in the same specified minimum number, may be redeemed from the
Trust which will pay to the redeeming holder the stock and/or cash, fixed income securities and/
or cash and/or a combination thereof then comprising the "Portfolio Deposit"; and

(d)   that pays holders a periodic cash payment corresponding to the regular cash dividends or
distributions declared with respect to the component securities of the securities index or portfolio
of securities underlying the Portfolio Depositary Receipts, less certain expenses and other
charges as set forth in the Trust prospectus.

(2)   Reporting Authority. The term "Reporting Authority" in respect of a particular series of Portfolio
Depositary Receipts means the Exchange, an institution (including the Trustee for a series of
Portfolio Depositary Receipts), or a reporting service designated by the Exchange or by the
exchange that lists a particular series of Portfolio Depositary Receipts (if the Exchange is trading
such series pursuant to unlisted trading privileges) as the official source for calculating and reporting
information relating to such series, including, but not limited to, any current index or portfolio value;
the current value of the portfolio of securities required to be deposited to the Trust in connection
with the issuance of Portfolio Depositary Receipts; the amount of any dividend equivalent payment
or cash distribution to holders of Portfolio Depositary Receipts, net asset value, or other information
relating to the creation, redemption or trading of Portfolio Depositary Receipts.

(3)   US Component Stock. The term "US Component Stock" will mean an equity security that is
registered under Sections 12(b) or 12(g) of the Securities Exchange Act of 1934 or an American
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Depositary Receipt, the underlying equity security of which is registered under Sections 12(b) or
12(g) of the Securities Exchange Act of 1934.

(4)   Non-US Component Stock. The term "Non-US Component Stock" will mean an equity security
that is not registered under Sections 12(b) or 12(g) of the Securities Exchange Act of 1934 and that
is issued by an entity that (a) is not organized, domiciled or incorporated in the United States, and
(b) is an operating company (including Real Estate Investment Trusts (REITS) and income trusts,
but excluding investment trusts, unit trusts, mutual funds, and derivatives).

(b)   Applicability. This Rule is applicable only to Portfolio Depositary Receipts. Except to the extent
inconsistent with this Rule, or unless the context otherwise requires, the provisions of the Bylaws and
all other Rules and policies of the Board of Directors are applicable to the trading on the Exchange
of such securities. Portfolio Depositary Receipts are included within the definition of "security" or
"securities" as such terms are used in the Bylaws and Rules of the Exchange.

(c)   Disclosures. The provisions of this subparagraph apply only to series of Portfolio Depositary
Receipts that are the subject of an order by the Securities and Exchange Commission exempting such
series from certain prospectus delivery requirements under Section 24(d) of the Investment Company
Act of 1940 and are not otherwise subject to prospectus delivery requirements under the Securities Act
of 1933. The Exchange will inform member organizations regarding application of these provisions of
this subparagraph to a particular series of Portfolio Depositary Receipts by means of an information
circular prior to commencement of trading in such series.

A member organization will provide to all purchasers of a series of Portfolio Depositary Receipts
a written description of the terms and characteristics of such securities, in a form approved by the
Exchange, or prepared by the unit investment trust issuing such securities, not later than the time a
confirmation of the first transaction in such series is delivered to such purchaser. In addition, member
organizations will include such a written description with any sales material relating to a series of
Portfolio Depositary Receipts that is provided to customers or the public. Any other written materials
provided by a member organization to customers or the public making specific reference to a series of
Portfolio Depositary Receipts as an investment vehicle must include a statement in substantially the
following form: "A circular describing the terms and characteristics of [the series of Portfolio Depositary
Receipts] is available from your broker. It is recommended that you obtain and review such circular
before purchasing [the series of Portfolio Depositary Receipts]. In addition, upon request you may
obtain from your broker a prospectus for [the series of Portfolio Depositary Receipts]."

A member organization carrying an omnibus account for a non-member organization broker-dealer is
required to inform such non-member organization that execution of an order to purchase a series of
Portfolio Depositary Receipts for such omnibus account will be deemed to constitute agreement by
the non-member organization to make such written description available to its customers on the same
terms as are directly applicable to member organizations under this Rule.

Upon request of a customer, a member organization will also provide a prospectus for the particular
series of Portfolio Depositary Receipts.

(d)   Designation of an Index or Portfolio. The listing and trading of Portfolio Depositary Receipts based
on one or more stock indexes or securities portfolios will be considered on a case-by-case basis. The
Portfolio Depositary Receipts based on each particular stock index or portfolio will be designated as a
separate series and will be identified by a unique symbol. The stocks that are included in an index or
portfolio on which Portfolio Depositary Receipts are based will be selected by the Exchange or by such
other person as will have a proprietary interest in and authorized use of such index or portfolio, and
may be revised from time to time as may be deemed necessary or appropriate to maintain the quality
and character of the index or portfolio.
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(e)   The Exchange may submit a rule filing pursuant to Section 19(b) of the Securities Exchange Act
of 1934 to permit the listing and trading of Portfolio Depositary Receipts that do not otherwise meet the
standards set forth in this rule. All statements or representations contained in such rule filing regarding
(a) the description of the index, portfolio or reference asset, (b) limitations on index or portfolio holdings
or reference assets, or (c) the applicability of Exchange listing rules specified in such rule filing will
constitute continued listing requirements. An issuer of such securities must notify the Exchange of any
failure to comply with such continued listing requirements.

(f)   Initial and Continued Listing and/or Trading. A Trust upon which a series of Portfolio Depositary
Receipts is based will be listed and traded on the Exchange subject to the following criteria:
 

(1)   Initial Listing
 

(i)   The minimum number of Portfolio Depositary Receipts required to be outstanding at
commencement of trading is set forth in Supplementary Material .01 paragraph (d) of this Rule.

(ii)   The Exchange will obtain a representation from the issuer of each series of Portfolio
Depositary Receipts that the net asset value per share for the series will be calculated daily and
will be made available to all market participants at the same time.

(2)   Continued Listing
 

(i)   The Exchange will maintain surveillance procedures for securities listed under this rule
and will consider the suspension of trading in, and will initiate delisting proceedings under Rule
5.5(m) of, a Trust upon which a series of Portfolio Depositary Receipts is based under any of the
following circumstances:
 

(A)   if any of the continued listing requirements set forth in this Rule 8.100 are not
continuously maintained;

(B)   if the Exchange files separate proposals under 19(b) of the Securities Exchange Act
of 1934 and any of the statements or representations regarding (a) the description of the
index, portfolio or reference asset, (b) limitations on index or portfolio holdings or reference
assets, or (c) the applicability of Exchange listing rules specified in such rule filing are not
continuously maintained;

(C)   if, following the initial twelve month period after the formation of a Trust and
commencement of trading on the Exchange, the Trust has more than 60 days remaining
until termination and there are fewer than 50 record and/or beneficial holders of Portfolio
Depositary Receipts;

(D)   if the value of the index or portfolio of securities on which the Trust is based is no longer
calculated or available; or

(E)   if such other event will occur or condition exists which in the opinion of the Exchange,
makes further dealings on the Exchange inadvisable.

(ii)   The Exchange will halt trading in a series of Portfolio Depositary Receipts if the circuit
breaker parameters of Rule 80B have been reached. In exercising its discretion to halt or
suspend trading in a series of Portfolio Depositary Receipts, the Exchange may consider factors
such as the extent to which trading in the underlying securities is not occurring or whether other
unusual conditions or circumstances detrimental to the maintenance of a fair and orderly market
are present, in addition to other factors that may be relevant. The remainder of this paragraph
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(ii) will apply only when the Exchange is the listing market for a series of Portfolio Depositary
Receipts. If the Intraday Indicative Value (as defined in Supplementary Material .01 to Rule
8.100) or the official index value applicable to that series of Portfolio Depositary Receipts is
not being disseminated as required, the Exchange may halt trading during the day in which the
interruption to the dissemination of the Intraday Indicative Value or the index value occurs. If
the interruption to the dissemination of the Intraday Indicative Value or the official index value
persists past the trading day in which it occurred, the Exchange will halt trading no later than the
beginning of the trading day following the interruption. Procedures for trading halts in connection
with an interruption in the calculation or dissemination of the Intraday Indicative Value or the
official index value for Portfolio Depositary Receipts traded pursuant to unlisted trading privileges
are set forth in Rule 7.18.

(iii)   Upon termination of a Trust, the Exchange requires that Portfolio Depositary Receipts
issued in connection with such Trust be removed from Exchange listing. A Trust may terminate
in accordance with the provisions of the Trust prospectus, which may provide for termination if
the value of securities in the Trust falls below a specified amount.

(3)   Term—The stated term of the Trust will be as stated in the Trust prospectus. However, a Trust
may be terminated under such earlier circumstances as may be specified in the Trust prospectus.

(4)   Trustee—The trustee must on an initial and continued listing basis be a trust company or
banking institution having substantial capital and surplus and the experience and facilities for
handling corporate trust business. In cases where, for any reason, an individual has been appointed
as trustee, a qualified trust company or banking institution must be appointed co-trustee.

(5)   Voting—Voting rights will be as set forth in the Trust prospectus. The trustee of a Trust may
have the right to vote all of the voting securities of such Trust.

Supplementary Material:

.01 Equity. The Exchange may approve a series of Portfolio Depositary Receipts for listing
and trading pursuant to Rule 19b-4(e) under the Securities Exchange Act of 1934. Portfolio
Depository Receipts listed pursuant to Rule 19b-4(e) will satisfy the criteria set forth in (a)(A),
(B) or (C) and (b) through (g) below.

(a) Eligibility Criteria for Index Components.

(A) US index or portfolio. Component stocks of an index or portfolio of US
Component Stocks underlying a series of Portfolio Depositary Receipts listed
pursuant to Rule 19b-4(e) under the Securities Exchange Act of 1934 will meet
the following criteria on an initial and continued listing basis:

(1) Component stocks that in the aggregate account for at least 90% of
the weight of the index or portfolio each will have a minimum market
value of at least $75 million;

(2) Component stocks that in the aggregate account for at least 90% of
the weight of the index or portfolio each will have a minimum monthly
trading volume during each of the last six months of at least 250,000
shares;

(3) The most heavily weighted component stock will not exceed 25% of
the weight of the index or portfolio, and the five most heavily weighted
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component stocks will not exceed 65% of the weight of the index or
portfolio;

(4) The index or portfolio will include a minimum of 13 component stocks;
and

(5) All securities in the index or portfolio will be US Component Stocks
listed on a national securities exchange and will be NMS Stocks as
defined in Rule 600 of Regulation NMS under the Securities Exchange
Act of 1934.

(B) International or global index or portfolio. Component stocks of an index or
portfolio underlying a series of Portfolio Depositary Receipts listed pursuant to
Rule 19b-4(e) under the Securities Exchange Act of 1934 that consist of either
(a) only Non-US Component Stocks or (b) both US Component Stocks and Non-
US Component Stocks will meet the following criteria on an initial and continued
listing basis:

(1) Component stocks that in the aggregate account for at least 90% of
the weight of the index or portfolio each will have a minimum market
value of at least $100 million;

(2) Component stocks that in the aggregate account for at least 90% of
the weight of the index or portfolio each will have a minimum worldwide
monthly trading volume during each of the last six months of at least
250,000 shares;

(3) The most heavily weighted component stock will not exceed 25% of
the weight of the index or portfolio, and the five most heavily weighted
component stocks will not exceed 60% of the weight of the index or
portfolio;

(4) The index or portfolio will include a minimum of 20 component stocks;
and

(5) Each US Component Stock will be listed on a national securities
exchange and will be an NMS Stock as defined in Rule 600 of
Regulation NMS under the Securities Exchange Act of 1934, and each
Non-US Component Stock will be listed and traded on an exchange
that has last-sale reporting.

(C) Index or portfolio approved in connection with options or other derivative
securities. For the initial and continued listing of a series of Portfolio Depositary
Receipts pursuant to Rule 19b-4(e) under the Securities Exchange Act of 1934,
the index or portfolio underlying a series of Portfolio Depositary Receipts will
have been reviewed and approved for trading of options, Portfolio Depositary
Receipts, Investment Company Units, Index-Linked Exchangeable Notes or
Index-Linked Securities by the Securities and Exchange Commission under
Section 19(b) of the Securities Exchange Act of 1934 and rules thereunder and
the conditions set forth in the Securities and Exchange Commission's approval
order, including comprehensive surveillance sharing agreements with respect
to Non-US Component Stocks and the requirements regarding dissemination
of information, must continue to be satisfied. On an initial and continued listing
basis, each component stock of the index or portfolio will be either (i) a US
Component Stock that is listed on a national securities exchange and is an NMS
Stock as defined in Rule 600 of Regulation NMS under the Securities Exchange
Act of 1934 or (ii) a Non-US Component Stock that is listed and traded on an
exchange that has last-sale reporting.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

131

http://researchhelp.cch.com/License_Agreement.htm


(b) Index Methodology and Calculation. All requirements set forth in this paragraph must be
satisfied on an initial and continued listing basis.

(1) The index underlying a series of Portfolio Depositary Receipts will be calculated
based on either the market capitalization, modified market capitalization, price,
equal-dollar or modified equal-dollar weighting methodology;

(2) If the index is maintained by a broker-dealer or fund advisor, the broker-dealer
or fund advisor will erect and maintain a "firewall" around the personnel who
have access to information concerning changes and adjustments to the index
and the index will be calculated by a third party who is not a broker-dealer or
fund advisor. In addition, any advisory committee, supervisory board, or similar
entity that advises a Reporting Authority or that makes decisions on the index
or portfolio composition, methodology and related matters, must implement
and maintain, or be subject to, procedures designed to prevent the use and
dissemination of material non-public information regarding the applicable index;

(3) The current index value for Portfolio Depositary Receipts listed pursuant to
(a) Supplementary Material .01(a)(A) above will be widely disseminated by
one or more major market data vendors at least every 15 seconds during
the Exchange's normal trading hours; (b) Supplementary Material .01(a)(B)
above will be widely disseminated by one or more major market data vendors
at least every 60 seconds during the Exchange's normal trading hours; or (c)
Supplementary Material .01(a)(C) above will be widely disseminated during the
Exchange's normal trading hours by one or more major market data vendors at
least every 15 seconds with respect to indexes containing only US Component
Stocks and at least every 60 seconds with respect to indexes containing Non-
US Component Stocks. If the official index value does not change during some
or all of the period when trading is occurring on the Exchange (for example,
for indexes of Non-US Component Stocks because of time zone differences or
holidays in the countries where such indexes' component stocks trade), then
the last official calculated index value must remain available throughout the
Exchange's trading hours.

(c) Disseminated Information. One or more major market data vendors will disseminate for
each series of Portfolio Depositary Receipts listed or traded on the Exchange an estimate,
updated at least every 15 seconds, during the Exchange's normal trading hours of the
value in U.S. dollars of a share of each series (the "Intraday Indicative Value"). The
Intraday Indicative Value may be based, for example, upon current information regarding
the required deposit of securities and cash amount to permit creation of new shares of
the series or upon the index value. The Intraday Indicative Value will be updated at least
every 15 seconds during the Exchange's normal trading hours to reflect changes in the
exchange rate between the U.S. dollar and the currency in which any component stock
is denominated. If the Intraday Indicative Value does not change during some or all of
the period when trading is occurring on the Exchange, then the last official calculated
Intraday Indicative Value must remain available throughout the Exchange's trading hours.
All requirements set forth in this paragraph must be satisfied on an initial and continued
listing basis.

(d) Initial Shares Outstanding. A minimum of 100,000 shares of a series of Portfolio
Depositary Receipts is required to be outstanding at commencement of trading.

(e) Hours of Trading. The hours of trading for series of Portfolio Depositary Receipts are the
Exchange's normal trading hours.

(f) Surveillance Procedures. The Exchange will implement written surveillance procedures for
Portfolio Depositary Receipts.
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(g) Creation and Redemption. For Portfolio Depositary Receipts listed pursuant to
Supplementary Material .01(a)(B) or (C) above, the statutory prospectus or the application
for exemption from provisions of the Investment Company Act of 1940 for the series
of Portfolio Depositary Receipts must state that the Trust must comply with the federal
securities laws in accepting securities for deposits and satisfying redemptions with
redemption securities, including that the securities accepted for deposits and the securities
used to satisfy redemption requests are sold in transactions that would be exempt from
registration under the Securities Act of 1933.

.02 Fixed Income. Fixed Income Securities are debt securities that are notes, bonds,
debentures or evidence of indebtedness that include, but are not limited to, U.S. Department
of Treasury securities ("Treasury Securities"), government-sponsored entity securities
("GSE Securities"), municipal securities, trust preferred securities, supranational debt and
debt of a foreign country or a subdivision thereof. The Exchange may approve a series of
Portfolio Depositary Receipts based on Fixed Income Securities for listing and pursuant to
Rule 19b-4(e) under the Securities Exchange Act of 1934 provided such portfolio or index
(i) has been reviewed and approved for the trading of options, Investment Company Units,
Portfolio Depository Receipts, Index-Linked Exchangeable Notes or Index-Linked Securities
by the Commission under Section 19(b) of the Securities Exchange Act of 1934 and rules
thereunder and the conditions set forth in the Commission's approval order, continue to be
satisfied or (ii) the following criteria is satisfied.

(a) Eligibility Criteria for Index Components. Components of an index or portfolio underlying
a series of Portfolio Depositary Receipts listed pursuant to Rule 19b-4(e) under the
Securities Exchange Act of 1934 will meet the following criteria on an initial and continued
listing basis:

(1) The index or portfolio must consist of Fixed Income Securities;
(2) Components that in aggregate account for at least 75% of the weight of the

index or portfolio each will have a minimum original principal amount outstanding
of $100 million or more;

(3) A component may be a convertible security, however, once the convertible
security component converts to the underlying equity security, the component is
removed from the index or portfolio;

(4) No component fixed-income security (excluding Treasury Securities and GSE
Securities) will represent more than 30% of the weight of the index or portfolio,
and the five most heavily weighted component fixed-income securities in the
index or portfolio will not in the aggregate account for more than 65% of the
weight of the index or portfolio;

(5) An underlying index or portfolio (excluding one consisting entirely of exempted
securities) must include a minimum of 13 non-affiliated issuers; and

(6) Component securities that in aggregate account for at least 90% of the weight
of the index or portfolio must be either a) from issuers that are required to file
reports pursuant to Sections 13 and 15(d) of the Securities Exchange Act of
1934; b) from issuers that have a worldwide market value of its outstanding
common equity held by non-affiliates of $700 million or more; c) from issuers that
have outstanding securities that are notes, bonds debentures, or evidence of
indebtedness having a total remaining principal amount of at least $1 billion; d)
exempted securities as defined in Section 3(a)(12) of the Securities Exchange
Act of 1934; or e) from issuers that are a government of a foreign country or a
political subdivision of a foreign country.
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(b) Index Methodology and Calculation. All requirements set forth in this paragraph must be
satisfied on an initial and continued listing basis.

(a) If the index is maintained by a broker-dealer or fund advisor, the broker-dealer or
fund advisor will erect and maintain a "firewall" around the personnel who have
access to information concerning changes and adjustments to the index;

(b) The current index value for Portfolio Depositary Receipts listed pursuant to
Supplementary Material .02(a) above will be widely disseminated by one or
more major market data vendors at least once per day and if the index value
does not change during some or all of the period when trading is occurring on
the Exchange, the last official calculated index value must remain available
throughout the Exchange's trading hours; and

(c) Any advisory committee, supervisory board, or similar entity that advises
a Reporting Authority or that makes decisions on the index composition,
methodology and related matters, must implement and maintain, or be subject
to, procedures designed to prevent the use and dissemination of material non-
public information regarding the applicable index.

(c) Disseminated Information. One or more major market data vendors will disseminate
for each series of Portfolio Depositary Receipts listed pursuant to Supplementary
Material .02(a) above an estimate, updated at least every 15 seconds during the
Exchange's normal trading hours, of the value of a share of each series (the "Intraday
Indicative Value"). The Intraday Indicative Value may be based, for example, upon
current information regarding the required deposit of securities and cash amount to permit
creation of new shares of the series or upon the index value. The Intraday Indicative
Value may be calculated by the Exchange or by an independent third party throughout the
day using prices obtained from independent market data providers or other independent
pricing sources such as a broker-dealer or price evaluation services. If the Intraday
Indicative Value does not change during some or all of the period when trading is
occurring on the Exchange, then the last official calculated Intraday Indicative Value must
remain available throughout the Exchange's trading hours. All requirements set forth in
this paragraph must be satisfied by the issuer on an initial and continued listing basis.

(d) Initial Shares Outstanding. The provisions of Supplementary Material .01(d) above
will apply to series of Portfolio Depositary Receipts listed pursuant to Supplementary
Material .02(a) above.

(e) Hours of Trading. The provisions of Supplementary Material .01(e) above will apply to
series of Portfolio Depositary Receipts listed pursuant to Supplementary Material .02(a)
above.

(f) Surveillance Procedures. The provisions of Supplementary Material .01(f) above will apply
to series of Portfolio Depositary Receipts based on Fixed Income Securities that are listed
and/or traded pursuant to UTP.

.03 The Exchange may approve a series of Portfolio Depositary Receipts based on a
combination of indexes or an index or portfolio of component securities representing the
U.S. or domestic equity market, the international equity market, and the fixed income market
for listing and trading pursuant to Rule 19b-4(e) under the Securities Exchange Act of 1934
provided (i) such portfolio or combination of indexes have been reviewed and approved for
the trading of options, Investment Company Units, Portfolio Depository Receipts, Index-
Linked Exchangeable Notes or Index-Linked Securities by the Commission under Section
19(b) of the Securities Exchange Act of 1934 and rules thereunder and the conditions set
forth in the Commission's approval order continue to be satisfied or (ii) each index or portfolio
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of equity and fixed income component securities separately meet either the criteria set forth in
Supplementary Material .01(a) or .02(a) above.

(a) Index Methodology and Calculation. All requirements set forth in this paragraph must be
satisfied on an initial and continued listing basis.

(i) If the index is maintained by a broker-dealer or fund advisor, the broker-dealer or
fund advisor will erect and maintain a "firewall" around the personnel who have
access to information concerning changes and adjustments to the index;

(ii) The current composite index value for Portfolio Depositary Receipts listed
pursuant to Supplementary Material .01(a) or .02(a) above will be widely
disseminated by one or more major market data vendors at least once every 15
seconds during the Exchange's normal trading hours, provided however, that
(a) with respect to the Non-US Component Stocks of the combination index, the
impact on the index is only required to be updated at least every 60 seconds
during the Exchange's normal trading hours, and (b) with respect to the fixed
income components of the combination index, the impact on the index is only
required to be updated at least once each day; and

(iii) Any advisory committee, supervisory board, or similar entity that advises
a Reporting Authority or that makes decisions on the index composition,
methodology and related matters, must implement and maintain, or be subject
to, procedures designed to prevent the use and dissemination of material non-
public information regarding the applicable index.

(b) Other Applicable Provisions. The provisions of Supplementary Material .01(c)-(g) will also
apply to series of Portfolio Depositary Receipts based on a combination of indexes or an
index or portfolio of component securities representing the U.S. or domestic equity market,
the international equity market, and the fixed income market.

Adopted: December 30, 2015 (NYSE-2015-67).
Amended: March 10, 2017 (NYSE-2016-44); October 3, 2018 (NYSE-2018-30).

Rule 8.100(f). Limitation of Liability of the Exchange

 Neither the Exchange, the Reporting Authority nor any agent of the Exchange will have any liability
for damages, claims, losses or expenses caused by any errors, omissions, or delays in calculating or
disseminating any current index or portfolio value, the current value of the portfolio of securities required to
be deposited to the Trust; the amount of any dividend equivalent payment or cash distribution to holders
of Portfolio Depositary Receipts; net asset value; or other information relating to the creation, redemption
or trading of Portfolio Depositary Receipts, resulting from any negligent act or omission by the Exchange,
or the Reporting Authority, or any agent of the Exchange, or any act, condition or cause beyond the
reasonable control of the Exchange or its agent, or the Reporting Authority, including, but not limited to, an
act of God; fire; flood; extraordinary weather conditions; war; insurrection; riot; strike; accident; action of
government; communications or power failure; equipment or software malfunction; or any error, omission
or delay in the reporting of transactions in one or more underlying securities. The Exchange makes no
warranty, express or implied, as to results to be obtained by any person or entity from the use of Portfolio
Depositary Receipts or any underlying index or data included therein and the Exchange makes no express
or implied warranties, and disclaims all warranties of merchantability or fitness for a particular purpose with
respect to Portfolio Depositary Receipts or any underlying index or data included therein. This limitation of
liability will be in addition to any other limitation contained in the Exchange's Bylaws and Rules.

Rule 8.100(g). Reserved.
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Rule 8.200. Trust Issued Receipts

(a)   The Exchange will consider for listing and trading Trust Issued Receipts that meet the criteria of
this Rule. The Exchange may submit a rule filing pursuant to Section 19(b) of the Securities Exchange
Act of 1934 to permit the listing and trading of a series of Trust Issued Receipts that do not meet the
standards set forth in Supplementary Material .01 to this Rule 8.200. All statements or representations
contained in such rule filing regarding (a) the description of the index, portfolio or reference asset,
(b) limitations on index or portfolio holdings or reference assets, or (c) the applicability of Exchange
listing rules specified in such rule filing will constitute continued listing requirements. An issuer of such
securities must notify the Exchange of any failure to comply with such continued listing requirements. If
an issue of Trust Certificates does not satisfy these requirements, the Exchange may halt trading in the
securities and will initiate delisting proceedings pursuant to Rule 5.5(m).

(b)   Definitions. A Trust Issued Receipt is a security (1) that is issued by a trust ("Trust") which holds
specific securities deposited with the Trust; (2) that, when aggregated in some specified minimum
number, may be surrendered to the Trust by the beneficial owner to receive the securities; and (3) that
pay beneficial owners dividends and other distributions on the deposited securities, if any are declared
and paid to the trustee ("Trustee") by an issuer of the deposited securities.

(c)   Designation. The Exchange may list and trade Trust Issued Receipts based on one or more
securities. The Trust Issued Receipts based on particular securities will be designated as a separate
series and will be identified by a unique symbol. The securities that are included in a series of Trust
Issued Receipts will be selected by the Exchange or by such other person as will have a proprietary
interest in such Trust Issued Receipts.

(d)   Initial and Continued Listing and/or Trading. Trust Issued Receipts will be traded on the Exchange
subject to application of the following criteria:
 

(1)   Commencement of Trading—For each Trust, the Exchange will establish a minimum number
of Trust Issued Receipts required to be outstanding at the time of commencement of trading on the
Exchange.

(2)   Continued Trading—The Exchange will consider the suspension of trading and will initiate
delisting proceedings under Rule 5.5(m) of, a Trust upon which a series of Trust issued Receipts is
based under any of the following circumstances:
 

(A)   if, following the initial twelve month period following formation of a Trust and
commencement of trading on the Exchange, the Trust has more than 60 days remaining
until termination and there are fewer than 50 record and/or beneficial holders of Trust Issued
Receipts;

(B)   if, following the initial twelve month period following formation of a Trust and
commencement of trading on the Exchange, the Trust has fewer than 50,000 receipts issued
and outstanding;

(C)   if, following the initial twelve month period following formation of a Trust and
commencement of trading on the Exchange, the market value of all receipts issued and
outstanding is less than $1,000,000;
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(D)   if any of the continued listing requirements set forth in this Rule 8.200 are not continuously
maintained;

(E)   if the Exchange files separate proposals under 19(b) of the Securities Exchange Act of
1934 and any of the statements or representations regarding (a) the description of the index,
portfolio or reference asset, (b) limitations on index or portfolio holdings or reference assets,
or (c) the applicability of Exchange listing rules specified in such rule filing are not continuously
maintained; or

(F)   if any other event will occur or condition exists which, in the opinion of the Exchange, makes
further dealings on the Exchange inadvisable.

Upon termination of a Trust, the Exchange requires that Trust Issued Receipts issued in connection
with such trust be removed from listing. A Trust may terminate in accordance with the provisions of
the Trust prospectus, which may provide for termination if the value of securities in the Trust falls
below a specified amount.

(3)   Term—The stated term of the Trust will be as stated in the Trust prospectus; however, a Trust
may be terminated under such earlier circumstances as may be specified in the Trust prospectus.

(4)   Trustee—The trustee must on an initial and continued listing basis be a trust company or
banking institution having substantial capital and surplus and the experience and facilities for
handing corporate trust business. In cases where, for any reason, an individual has been appointed
as trustee, as qualified trust company or banking institution must be appointed co-trustee.

(5)   Voting—Voting rights will be as set forth in the Trust prospectus.

(e)   Member Organizations. Member Organizations will provide to all purchasers of newly issued Trust
Issued Receipts a prospectus for the series of Trust Issued Receipts.

(f)   Applicability. This Rule is applicable only to Trust Issued Receipts. Except to the extent
inconsistent with this Rule, or unless the context otherwise requires, the provisions of the Bylaws
and all other rules and procedures of the Board of Directors will be applicable to the trading on the
Exchange of such securities. Trust Issued Receipts are included within the definition of "security" or
"securities" as such terms are used in the Bylaws and Rules of the Exchange.

Supplementary Material:

.01 The Exchange may approve trust issued receipts for listing and trading pursuant to Rule
19b-4(e) under the Securities Exchange Act of 1934, provided that the following criteria (other
than clause (f) which need only be satisfied on an initial listing basis) are satisfied on an initial
and continued listing basis:

(a) each security underlying the trust issued receipt must be registered under Section 12 of the
Exchange Act;

(b) each security underlying the trust issued receipt must have a minimum public float of at least
$150 million;

(c) each security underlying the trust issued receipt must be listed on a national securities
exchange or traded through the facilities of Nasdaq as a reported national market system
security;

(d) each security underlying the trust issued receipt must have an average daily trading volume
of at least 100,000 shares during the preceding sixty-day trading period;

(e) each security underlying the trust issued receipt must have an average daily dollar value of
shares traded during the preceding sixty-day trading period of at least $1 million; and
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(f) the most heavily weighted security in the trust issued receipt cannot initially represent more
than 20% of the overall value of the trust issued receipt.

.02

(a) The provisions of this Supplementary Material apply only to Trust Issued Receipts that invest
in "Investment Shares" or "Financial Instruments" as defined below. Rules that reference
Trust Issued Receipts will also apply to Trust Issued Receipts investing in Investment Shares
or "Financial Instruments".

(b) Definitions. The following terms as used in this Supplementary Material will, unless the
context otherwise requires, have the meanings herein specified:

(1) Investment Shares. The term "Investment Shares" means a security (a) that is
issued by a trust, partnership, commodity pool or other similar entity that invests
in any combination of futures contracts, options on futures contracts, forward
contracts, commodities, swaps or high credit quality short-term fixed income
securities or other securities; and (b) issued and redeemed daily at net asset
value in amounts correlating to the number of receipts created and redeemed in a
specified aggregate minimum number.

(2) Futures Contract. The term "futures contract" is commonly known as a "contract of
sale of a commodity for future delivery" set forth in Section 2(a) of the Commodity
Exchange Act.

(3) Forward Contract. A forward contract is a contract between two parties to purchase
and sell a specific quantity of a commodity at a specified price with delivery and
settlement at a future date. Forwards are traded over-the-counter ("OTC") and not
listed on a futures exchange.

(4) Financial Instruments. The term "Financial Instruments" means any combination of
investments, including cash; securities; options on securities and indices; futures
contracts; options on futures contracts; forward contracts; equity caps, collars and
floors; and swap agreements.

(c) Designation. The Exchange may list and trade Trust Issued Receipts investing in Investment
Shares or Financial Instruments. Each issue of a Trust Issued Receipt based on a particular
Investment Share will be designated as a separate series and will be identified by a unique
symbol.

(d) Initial and Continued Listing. Trust Issued Receipts based on Investment Shares or
Financial Instruments will be listed and traded on the Exchange subject to application of the
following criteria:

(1) Initial Listing — The Exchange will establish a minimum number of receipts required
to be outstanding at the time of commencement of trading on the Exchange.

(2) Continued Listing — The Exchange will maintain surveillance procedures for
securities listed under this rule and will consider the suspension of trading in,
and will initiate delisting proceedings under Rule 5.5(m) of, Trust Issued Receipts
based on an Investment Share or Financial Instruments under any of the following
circumstances:

(i) if following the initial twelve month period following the commencement of
trading of the shares, (A) the Issuer has more than 60 days remaining until
termination and there are fewer than 50 record and/or beneficial holders of
Trust Issued Receipts; (B) if the Issuer has fewer than 50,000 securities or
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shares issued and outstanding; or (C) if the market value of all securities
or shares issued and outstanding is less than $1,000,000;

(ii) if the value of an underlying index or portfolio is no longer calculated or
available on at least a 15-second delayed basis or the Exchange stops
providing a hyperlink on its website to any such asset or investment value;

(iii) if the Indicative Value is no longer made available on at least a 15-second
delayed basis;

(iv) if any of the continued listing requirements set forth in this Rule 8.200 are
not continuously maintained;

(v) if the Exchange submits a rule filing pursuant to Section 19(b) of the
Securities Exchange Act of 1934 to permit the listing and trading of a
series of Trust Issued Receipts based on separate Investment Shares
or Financial Instruments and any of the statements or representations
regarding (a) the description of the index, portfolio or reference asset, (b)
limitations on index or portfolio holdings or reference assets, or (c) the
applicability of Exchange listing rules specified in such rule filing are not
continuously maintained; or

(vi) if such other event will occur or condition exists which in the opinion of the
Exchange makes further dealings on the Exchange inadvisable.

Upon termination of the Trust, the Exchange requires that Trust Issued Receipts
issued in connection with such Trust be removed from Exchange listing. A Trust
may terminate in accordance with the provisions of the Trust prospectus, which may
provide for termination if the value of the Trust falls below a specified amount.

(3) Term — The stated term of the Trust will be as stated in the prospectus. However,
such entity may be terminated under such earlier circumstances as may be
specified in the Trust prospectus.

(4) Trustee — The following requirements apply on an initial and continued listing
basis:

(i) The trustee of a Trust must be a trust company or banking institution
having substantial capital and surplus and the experience and facilities
for handling corporate trust business. In cases where, for any reason, an
individual has been appointed as trustee, a qualified trust company or
banking institution must be appointed co-trustee.

(ii) No change is to be made in the trustee of a listed issue without prior
notice to and approval of the Exchange.

(5) Voting — Voting rights will be as set forth in the applicable Trust prospectus.
(e) Market Maker Accounts.

(1) The member organization acting as a registered market maker on the Exchange
in Trust Issued Receipts must file, with the Exchange, in a manner prescribed
by the Exchange, and keep current a list identifying all accounts for trading the
underlying physical asset or commodity, related futures or options on futures, or
any other related derivatives, which the member organization acting as registered
market maker on the Exchange may have or over which it may exercise investment
discretion. No member organization acting as registered market maker on the
Exchange in the Trust Issued Receipts will trade in the underlying physical asset or
commodity, related futures or options on futures, or any other related derivatives, in
an account in which a member organization acting as a registered market maker on
the Exchange, directly or indirectly, controls trading activities, or has a direct interest
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in the profits or losses thereof, which has not been reported to the Exchange as
required by this Rule.

(2) In addition to the existing obligations under Exchange rules regarding the
production of books and records (See, e.g. Rule 440), the member organization
acting as a registered market maker on the Exchange in Trust Issued Receipts will
make available to the Exchange such books, records or other information pertaining
to transactions by such entity or registered or non-registered employee affiliated
with such entity for its or their own accounts in the underlying physical asset or
commodity, related futures or options on futures, or any other related derivatives, as
may be requested by the Exchange.

(f) Limitation of Exchange Liability. Neither the Exchange nor any agent of the Exchange will
have any liability for damages, claims, losses or expenses caused by any errors, omissions,
or delays in calculating or disseminating any underlying asset or commodity value, the
current value of the underlying asset or commodity if required to be deposited to the Trust
in connection with issuance of Trust Issued Receipts; net asset value; or other information
relating to the purchase, redemption or trading of Trust Issued Receipts, resulting from
any negligent act or omission by the Exchange or any agent of the Exchange, or any act,
condition or cause beyond the reasonable control of the Exchange or its agent, including, but
not limited to, an act of God; fire; flood; extraordinary weather conditions; war; insurrection;
riot; strike; accident; action of government; communications or power failure; equipment
or software malfunction; or any error, omission or delay in the reports of transactions in an
underlying asset or commodity.

(g) The Exchange will file separate proposals under Section 19(b) of the Securities Exchange
Act of 1934 before listing and trading Trust Issued Receipts based on separate Investment
Shares or Financial Instruments. All statements or representations contained in such rule
filing regarding (a) the description of the index, portfolio or reference asset, (b) limitations
on index or portfolio holdings or reference assets, or (c) the applicability of Exchange listing
rules specified in such rule filing will constitute continued listing requirements. An issuer of
such securities must notify the Exchange of any failure to comply with such continued listing
requirements.

Rule 8.201. Commodity-Based Trust Shares

(a)   The Exchange will consider for listing and trading Commodity-Based Trust Shares that meet the
criteria of this Rule.

(b)   Applicability. This Rule is applicable only to Commodity-Based Trust Shares. Except to the extent
inconsistent with this Rule, or unless the context otherwise requires, the provisions of the trust issued
receipts rules, Bylaws, and all other rules and procedures of the Board of Directors will be applicable to
the trading on the Exchange of such securities. Commodity-Based Trust Shares are included within the
definition of "security" or "securities" as such terms are used in the Bylaws and Rules of the Exchange.

(c)   Definitions. The following terms as used in the Rules will, unless the context otherwise requires,
have the meaning herein specified:
 

(1)   Commodity-Based Trust Shares. The term "Commodity-Based Trust Shares" means a security
(a) that is issued by a trust ("Trust") that holds a specified commodity deposited with the Trust; (b)
that is issued by such Trust in a specified aggregate minimum number in return for a deposit of a
quantity of the underlying commodity; and (c) that, when aggregated in the same specified minimum
number, may be redeemed at a holder's request by such Trust which will deliver to the redeeming
holder the quantity of the underlying commodity.
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(2)   Commodity. The term "commodity" is defined in Section 1(a)(4) of the Commodity Exchange
Act.

(d)   Designation of an Underlying Commodity. The Exchange may list and trade Commodity-Based
Trust Shares based on an underlying commodity. Each issue of a Commodity-Based Trust Share will
be designated as a separate series and will be identified by a unique symbol.

(e)   Initial and Continued Listing. Commodity-Based Trust Shares will be listed and traded on the
Exchange subject to application of the following criteria:
 

(1)   Initial Listing—the Exchange will establish a minimum number of Commodity-Based Trust
Shares required to be outstanding at the time of commencement of trading on the Exchange.

(2)   Continued Listing— The Exchange will maintain surveillance procedures for securities listed
under this rule and will consider the suspension of trading in, and will initiate delisting proceedings
under Rule 5.5(m) of, such series under any of the following circumstances:
 

(i)   if, following the initial twelve month period following commencement of trading on the
Exchange of Commodity-Based Trust Shares, the Trust has more than 60 days remaining until
termination and there are fewer than 50 record and/or beneficial holders of Commodity-Based
Trust Shares;

(ii)   if, following the initial twelve month period following commencement of trading on the
Exchange of Commodity-Based Trust Shares, the Trust has fewer than 50,000 receipts issued
and outstanding;

(iii)   if, following the initial twelve month period following commencement of trading on the
Exchange of Commodity-Based Trust Shares, the market value of all receipts issued and
outstanding is less than $1,000,000;

(iv)   if the value of the underlying commodity is no longer calculated or available on at least a
15-second delayed basis from a source unaffiliated with the sponsor, Trust, custodian or the
Exchange or the Exchange stops providing a hyperlink on its Web site to any such unaffiliated
commodity value;

(v)   if the Indicative Trust Value is no longer made available on at least a 15-second delayed
basis;

(vi)   if any of the continued listing requirements set forth in this Rule 8.201 are not continuously
maintained;

(vii)   if the Exchange submits a rule filing pursuant to Section 19(b) of the Securities Exchange
Act of 1934 to permit the listing and trading of a series of Commodity-Based Trust Shares and
any of the statements or representations regarding (a) the description of the index, portfolio
or reference asset, (b) limitations on index or portfolio holdings or reference assets, or (c)
the applicability of Exchange listing rules specified in such rule filing are not continuously
maintained; or

(viii)   if such other event will occur or condition exists which in the opinion of the Exchange
makes further dealings on the Exchange inadvisable.

Upon termination of a Trust, the Exchange requires that Commodity-Based Trust Shares issued
in connection with such entity Trust be removed from Exchange listing. A Trust may terminate in
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accordance with the provisions of the Trust prospectus, which may provide for termination if the
value of the Trust falls below a specified amount.

(3)   Term—The stated term of the Trust will be as stated in the Trust prospectus. However, a Trust
may be terminated under such earlier circumstances as may be specified in the Trust prospectus.

(4)   Trustee—The following requirements apply on an initial and continued listing basis:
 

(i)   The trustee of a Trust must be a trust company or banking institution having substantial
capital and surplus and the experience and facilities for handling corporate trust business. In
cases where, for any reason, an individual has been appointed as trustee, a qualified trust
company or banking institution must be appointed co-trustee.

(ii)   No change is to be made in the trustee of a listed issue without prior notice to and approval
of the Exchange.

(5)   Voting—Voting rights will be as set forth in the applicable Trust prospectus.

(f)   Limitation of Exchange Liability. Neither the Exchange nor any agent of the Exchange will
have any liability for damages, claims, losses or expenses caused by any errors, omissions, or
delays in calculating or disseminating any underlying commodity value, the current value of the
underlying commodity required to be deposited to the Trust in connection with issuance of Commodity-
Based Trust Shares; resulting from any negligent act or omission by the Exchange, or any agent of
the Exchange, or any act, condition or cause beyond the reasonable control of the Exchange, its
agent, including, but not limited to, an act of God; fire; flood; extraordinary weather conditions; war;
insurrection; riot; strike; accident; action of government; communications or power failure; equipment
or software malfunction; or any error, omission or delay in the reports of transactions in an underlying
commodity.

(g)   Market Maker Accounts. A member organization acting as a registered market maker on
the Exchange in Commodity-Based Trust Shares with no exposure to a non-U.S. currency or
currencies, must file with the Exchange in a manner prescribed by the Exchange and keep current
a list identifying all accounts for trading in an underlying commodity, related commodity futures or
options on commodity futures, or any other related commodity derivatives, which the market maker on
the Exchange may have or over which it may exercise investment discretion. A member organization
acting as a registered market maker on the Exchange in Commodity-Based Trust Shares with
exposure to one or more non-U.S. currencies ("Underlying FX") also must file with the Exchange, in
a manner prescribed by the Exchange, and keep current a list identifying all accounts for trading in
Underlying FX and derivatives overlying Underlying FX which the market maker on the Exchange
may have or over which it may exercise investment discretion, as well as a list of all commodity and
commodity-related accounts referenced above. No market maker on the Exchange in Commodity-
Based Trust Shares shall trade in a commodity, Underlying FX or any related derivative in an account
that the market maker on the Exchange (1) directly or indirectly controls trading activities or has a
direct interest in the profits or losses thereof, (2) is required by this rule to disclose to the Exchange,
and (3) has not reported to the Exchange. In addition to the existing obligations under Exchange rules
regarding the production of books and records, the member organization acting as a market maker
on the Exchange in Commodity-Based Trust Shares will make available to the Exchange such books,
records or other information pertaining to transactions by such entity or registered or non-registered
employee affiliated with such entity for its or their own accounts for trading the underlying physical
commodity, related commodity futures or options on commodity futures, applicable Underlying FX,
or any other related commodity or applicable Underlying FX derivatives, as may be requested by the
Exchange.
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Supplementary Material:

.01 A Commodity-Based Trust Share is a Trust Issued Receipt that holds a specified commodity
deposited with the Trust.

.02 The Exchange requires that member organizations provide all purchasers of newly issued
Commodity-Based Trust Shares a prospectus for the series of Commodity-Based Trust Shares.

.03 Transactions in Commodity-Based Trust Shares will occur during the Exchange's normal
trading hours.

.04 The Exchange will file separate proposals under Section 19(b) of the Securities Exchange
Act of 1934 before listing and trading Commodity-Based Trust Shares. All statements or
representations contained in such rule filing regarding (a) the description of the index, portfolio
or reference asset, (b) limitations on index or portfolio holdings or reference assets, or (c) the
applicability of Exchange listing rules specified in such rule filing will constitute continued listing
requirements. An issuer of such securities must notify the Exchange of any failure to comply with
such continued listing requirements.

Rule 8.202. Currency Trust Shares

(a)   The Exchange will consider for listing and trading Currency Trust Shares that meet the criteria of
this Rule.

(b)   Applicability. This Rule is applicable only to Currency Trust Shares. Except to the extent
inconsistent with this Rule, or unless the context otherwise requires, the provisions of the trust issued
receipts rules, Bylaws, and all other rules and procedures of the Board of Directors will be applicable to
the trading on the Exchange of such securities. Currency Trust Shares are included within the definition
of "security" or "securities" as such terms are used in the Bylaws and Rules of the Exchange.

(c)   Currency Trust Shares. The term "Currency Trust Shares" as used in the Rules will, unless the
context otherwise requires, mean a security that (a) is issued by a trust ("Trust") that holds a specified
non-U.S. currency or currencies deposited with the Trust; (b) when aggregated in some specified
minimum number may be surrendered to the Trust by an Authorized Participant (as defined in the
Trust's prospectus) to receive the specified non-U.S. currency or currencies; and (c) pays beneficial
owners interest and other distributions on the deposited non-U.S. currency or currencies, if any,
declared and paid by the Trust.

(d)   Designation of Non-U.S. Currency. The Exchange may list and trade Currency Trust Shares
that hold a specified non-U.S. currency or currencies. Each issue of Currency Trust Shares will be
designated as a separate series and will be identified by a unique symbol.

(e)   Initial and Continued Listing. Currency Trust Shares will be listed and traded on the Exchange
subject to application of the following criteria:
 

(1)   Initial Listing —the Exchange will establish a minimum number of Currency Trust Shares
required to be outstanding at the time of commencement of trading on the Exchange.

(2)   Continued Listing —The Exchange will maintain surveillance procedures for securities listed
under this rule and will consider the suspension of trading in, and will initiate delisting proceedings
under Rule 5.5(m) of, such series under any of the following circumstances:
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(i)   if, following the initial 12 month period following commencement of trading on the Exchange
of Currency Trust Shares, the Trust has more than 60 days remaining until termination and there
are fewer than 50 record and/or beneficial holders of Currency Trust Shares;

(ii)   if, following the initial 12 month period following commencement of trading on the Exchange
of Currency Trust Shares, the Trust has fewer than 50,000 Currency Trust Shares issued and
outstanding;

(iii)   if, following the initial 12 month period following commencement of trading on the Exchange
of Currency Trust Shares, the market value of all Currency Trust Shares issued and outstanding
is less than $1,000,000;

(iv)   if the value of the applicable non-U.S. currency is no longer calculated or available on at
least a 15-second delayed basis from a source unaffiliated with the sponsor, Trust, custodian
or the Exchange or the Exchange stops providing a hyperlink on its Web site to any such
unaffiliated applicable non-U.S. currency value;

(v)   if the Indicative Trust Value is no longer made available on at least a 15-second delayed
basis;

(vi)   if any of the continued listing requirements set forth in this Rule 8.202 are not continuously
maintained;

(vii)   if the Exchange submits a rule filing pursuant to Section 19(b) of the Securities Exchange
Act of 1934 to permit the listing and trading of a series of Currency Trust Shares and any of the
statements or representations regarding (a) the description of the portfolio or reference asset,
(b) limitations on portfolio holdings or reference assets, or (c) the applicability of Exchange listing
rules specified in such rule filing are not continuously maintained; or

(viii)   if such other event will occur or condition exists which in the opinion of the Exchange
makes further dealings on the Exchange inadvisable.

Upon termination of a Trust, the Exchange requires that Currency Trust Shares issued in
connection with such entity Trust be removed from Exchange listing. A Trust may terminate in
accordance with the provisions of the Trust prospectus, which may provide for termination if the
value of the Trust falls below a specified amount.

(3)   Term —The stated term of the Trust will be as stated in the Trust prospectus. However, a Trust
may be terminated under such earlier circumstances as may be specified in the Trust prospectus.

(4)   Trustee —The following requirements apply on an initial and continued listing basis:
 

(i)   The trustee of a Trust must be a trust company or banking institution having substantial
capital and surplus and the experience and facilities for handling corporate trust business. In
cases where, for any reason, an individual has been appointed as trustee, a qualified trust
company or banking institution must be appointed co-trustee.

(ii)   No change is to be made in the trustee of a listed issue without prior notice to and approval
of the Exchange.

(5)   Voting —Voting rights will be as set forth in the applicable Trust prospectus.

(f)   Limitation of Exchange Liability. Neither the Exchange nor any agent of the Exchange will have
any liability for damages, claims, losses or expenses caused by any errors, omissions, or delays in
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calculating or disseminating any applicable non-U.S. currency value; the current value of the applicable
non-U.S. currency required to be deposited to the Trust in connection with issuance of Currency Trust
Shares; net asset value; or any other information relating to the purchase, redemption, or trading of the
Currency Trust Shares, resulting from any negligent act or omission by the Exchange, or any agent
of the Exchange, or any act, condition or cause beyond the reasonable control of the Exchange, its
agent, including, but not limited to, an act of God; fire; flood; extraordinary weather conditions; war;
insurrection; riot; strike; accident; action of government; communications or power failure; equipment or
software malfunction; or any error, omission or delay in the reports of transactions in an applicable non-
U.S. currency.

(g)   Market Maker Accounts. A member organization acting as a registered market maker on the
Exchange in Currency Trust Shares must file with the Exchange in a manner prescribed by the
Exchange and keep current a list identifying all accounts for trading in the applicable non-U.S.
currency, options, futures or options on futures on such currency, or any other derivatives based on
such currency, which the market maker on the Exchange may have or over which it may exercise
investment discretion. No market maker on the Exchange will trade in the applicable non-U.S.
currency, options, futures or options on futures on such currency, or any other derivatives based on
such currency, in an account in which a market maker on the Exchange, directly or indirectly, controls
trading activities, or has a direct interest in the profits or losses thereof, which has not been reported to
the Exchange as required by this Rule.

In addition to the existing obligations under Exchange rules regarding the production of books and
records, the member organization acting as a market maker on the Exchange in Currency Trust Shares
will make available to the Exchange such books, records or other information pertaining to transactions
by such entity or registered or non-registered employee affiliated with such entity for its or their own
accounts for trading the applicable non-U.S. currency, options, futures or options on futures on such
currency, or any other derivatives based on such currency, as may be requested by the Exchange.

(h)   The Exchange may submit a rule filing pursuant to Section 19(b) of the Securities Exchange Act
of 1934 ("Act") to permit the listing and trading of Currency Trust Shares that do not otherwise meet the
standards set forth in Supplementary Material .04, below. All statements or representations contained
in such rule filing regarding (a) the description of the portfolio or reference asset, (b) limitations on
portfolio holdings or reference assets, or (c) the applicability of Exchange listing rules specified in such
rule filing will constitute continued listing requirements. An issuer of such securities must notify the
Exchange of any failure to comply with such continued listing requirements.

Supplementary Material:

.01 A Currency Trust Share is a Trust Issued Receipt that holds a specified non-U.S. currency or
currencies deposited with the Trust.

.02 The Exchange requires that member organizations provide all purchasers of newly issued
Currency Trust Shares a prospectus for the series of Currency Trust Shares.

.03 Transactions in Currency Trust Shares will occur during the Exchange's normal trading
hours.

.04 The Exchange may approve an issue of Currency Trust Shares for listing and trading
pursuant to Rule 19b-4(e) under the Act. Such issue will satisfy the criteria set forth in this rule
and below on an initial and continued listing basis (except that the requirement in subparagraph
(a) below need only be satisfied on an initial basis).

(a) A minimum of 100,000 shares of a series of Currency Trust Shares is required to be
outstanding at commencement of trading.
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(b) The value of the applicable non-U.S. currency, currencies or currency index must be
disseminated by one or more major market data vendors on at least a 15-second delayed
basis.

(c) The Indicative Trust Value must be calculated and widely disseminated by the Exchange or
one or more major market data vendors on at least a 15-second basis during the Exchange's
normal trading hours.

(d) The Exchange will implement written surveillance procedures applicable to Currency Trust
Shares.

.05 If the value of a Currency Trust Share is based in whole or in part on an index that is
maintained by a broker-dealer, the broker-dealer will erect and maintain a "firewall" around the
personnel responsible for the maintenance of such index or who have access to information
concerning changes and adjustments to the index, and the index will be calculated by a third
party who is not a broker-dealer.

Any advisory committee, supervisory board or similar entity that advises an index licensor or
administrator or that makes decisions regarding the index or portfolio composition, methodology
and related matters must implement and maintain, or be subject to, procedures designed to
prevent the use and dissemination of material, non-public information regarding the applicable
index or portfolio.

.06 Equity Trading Rules

Currency Trust Shares will be subject to the Exchange's equity trading rules.

.07 Trading Halts

If the Indicative Trust Value, or the value of the non-U.S. currency or currencies or the currency
index applicable to a series of Currency Trust Shares is not being disseminated as required,
the Exchange may halt trading during the day on which such interruption first occurs. If such
interruption persists past the trading day in which it occurred, the Exchange will halt trading no
later than the beginning of the trading day following the interruption. If the Exchange becomes
aware that the net asset value applicable to a series of Currency Trust Shares is not being
disseminated to all market participants at the same time, it will halt trading in such series until
such time as the net asset value is available to all market participants.

Rule 8.203. Commodity Index Trust Shares

(a)   The Exchange will consider for listing and trading Commodity Index Trust Shares that meet the
criteria of this Rule.

(b)   Applicability. This Rule is applicable only to Commodity Index Trust Shares. Except to the extent
inconsistent with this Rule, or unless the context otherwise requires, the provisions of the trust issued
receipts rules, Bylaws, and all other rules and procedures of the Board of Directors will be applicable to
the trading on the Exchange of such securities. Commodity Index Trust Shares are included within the
definition of "security" or "securities" as such terms are used in the Bylaws and Rules of the Exchange.

(c)   Commodity Index Trust Shares. The term "Commodity Index Trust Shares" as used in the Rules
will, unless the context otherwise requires, mean a security that (a) is issued by a trust ("Trust") that (i)
is a commodity pool as defined in the Commodity Exchange Act and regulations thereunder, and that is
managed by a commodity pool operator registered with the Commodity Futures Trading Commission,
and (ii) that holds long positions in futures contracts on a specified commodity index, or interests in
a commodity pool which, in turn, holds such long positions; (b) when aggregated in some specified
minimum number may be surrendered to the Trust by the beneficial owner to receive positions in
futures contracts on a specified index and cash or short term securities. The term "futures contract" is
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commonly known as a "contract of sale of a commodity for future delivery" set forth in Section 2(a) of
the Commodity Exchange Act.

(d)   Designation. The Exchange may list and trade Commodity Index Trust Shares based on one or
more securities. The Commodity Index Trust Shares based on particular securities will be designated
as a separate series and will be identified by a unique symbol.

(e)   Initial and Continued Listing. Commodity Index Trust Shares will be listed and traded on the
Exchange subject to application of the following criteria:
 

(1)   Initial Listing—the Exchange will establish a minimum number of Commodity Index Trust
Shares required to be outstanding at the time of commencement of trading on the Exchange.

(2)   Continued Listing—the Exchange will maintain surveillance procedures for securities listed
under this rule and will consider the suspension of trading in, and will initiate delisting proceedings
under Rule 5.5(m) of, a series of Commodity Index Trust Shares under any of the following
circumstances:
 

(i)   following the initial twelve-month period beginning upon the commencement of trading of
the Commodity Index Trust Shares, there are fewer than 50 record and/or beneficial holders of
Commodity Index Trust Shares;

(ii)   if the value of the applicable underlying index is no longer calculated or available on at least
a 15-second delayed basis from a source unaffiliated with the sponsor, the Trust or the trustee of
the Trust;

(iii)   if the net asset value for the trust is no longer disseminated to all market participants at the
same time;

(iv)   if the Indicative Trust Value is no longer made available on at least a 15-second delayed
basis;

(v)   if any of the continued listing requirements set forth in this Rule 8.203 are not continuously
maintained;

(vi)   if the Exchange submits a rule filing pursuant to Section 19(b) of the Securities Exchange
Act of 1934 to permit the listing and trading of a series of Commodity Index Trust Shares and
any of the statements or representations regarding (a) the description of the index, portfolio
or reference asset, (b) limitations on index or portfolio holdings or reference assets, or (c)
the applicability of Exchange listing rules specified in such rule filing are not continuously
maintained; or

(vii)   if such other event will occur or condition exists which in the opinion of the Exchange
makes further dealings on the Exchange inadvisable.

Upon termination of a Trust, the Exchange requires that Commodity Index Trust Shares issued
in connection with such entity Trust be removed from Exchange listing. A Trust may terminate in
accordance with the provisions of the Trust prospectus, which may provide for termination if the
value of the Trust falls below a specified amount.

(3)   Term—The stated term of the Trust will be as stated in the Trust prospectus. However, a Trust
may be terminated under such earlier circumstances as may be specified in the Trust prospectus.

(4)   Trustee—The following requirements apply on an initial and continued listing basis:
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(i)   The trustee of a Trust must be a trust company or banking institution having substantial
capital and surplus and the experience and facilities for handling corporate trust business. In
cases where, for any reason, an individual has been appointed as trustee, a qualified trust
company or banking institution must be appointed co-trustee.

(ii)   No change is to be made in the trustee of a listed issue without prior notice to and approval
of the Exchange.

(5)   Voting—Voting rights will be as set forth in the applicable Trust prospectus.

(f)   Limitation of Exchange Liability. Neither the Exchange nor any agent of the Exchange will have
any liability for damages, claims, losses or expenses caused by any errors, omissions, or delays in
calculating or disseminating any applicable underlying index value; the current value of the applicable
positions or interests required to be deposited to the Trust in connection with issuance of Commodity
Index Trust Shares; net asset value; or any other information relating to the purchase, redemption,
or trading of the Commodity Index Trust Shares, resulting from any negligent act or omission by the
Exchange, or any agent of the Exchange, or any act, condition or cause beyond the reasonable control
of the Exchange, its agent, including, but not limited to, an act of God; fire; flood; extraordinary weather
conditions; war; insurrection; riot; strike; accident; action of government; communications or power
failure; equipment or software malfunction; or any error, omission or delay in the reports of transactions
in the applicable positions or interests.

(g)   Market Maker Accounts. A member organization acting as a registered market maker on the
Exchange in Commodity Index Trust Shares must file with the Exchange in a manner prescribed by
the Exchange and keep current a list identifying all accounts for trading in the applicable physical
commodities included in, or options, futures or options on futures on, an index underlying an issue
of Commodity Index Trust Shares or any other derivatives based on such index or based on any
commodity included in such index, which the market maker on the Exchange may have or over which
it may exercise investment discretion. No market maker on the Exchange will trade in the applicable
physical commodities included in, or options, futures or options on futures on, an index underlying an
issue of Commodity Index Trust Shares or any other derivatives based on such index or based on any
commodity included in such index, in an account in which a market maker on the Exchange, directly or
indirectly, controls trading activities, or has a direct interest in the profits or losses thereof, which has
not been reported to the Exchange as required by this Rule.

In addition to the existing obligations under Exchange rules regarding the production of books and
records, the member organization acting as a market maker on the Exchange in Commodity Index
Trust Shares will make available to the Exchange such books, records or other information pertaining
to transactions by such entity or registered or nonregistered employee affiliated with such entity for its
or their own accounts for trading the applicable physical commodities included in, or options, futures
or options on futures on, an index underlying an issue of Commodity Index Trust Shares or any other
derivatives based on such index or based on any commodity included in such index, as may be
requested by the Exchange.

Supplementary Material:

.01 A Commodity Index Trust Share is a Trust Issued Receipt that holds long positions in futures
contracts on a specified commodity index, or interests in a commodity pool which, in turn, holds
such long positions, deposited with the Trust.

.02 The Exchange requires that member organizations provide all purchasers of newly issued
Commodity Index Trust Shares a prospectus for the series of Commodity Index Trust Shares.
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.03 Transactions in Commodity Index Trust Shares will occur during the Exchange's normal
trading hours.

.04 The Exchange will file separate proposals under Section 19(b) of the Securities Exchange
Act of 1934 before listing and trading Commodity Index Trust Shares. All statements or
representations contained in such rule filing regarding (a) the description of the index, portfolio
or reference asset, (b) limitations on index or portfolio holdings or reference assets, or (c) the
applicability of Exchange listing rules specified in such rule filing will constitute continued listing
requirements. An issuer of such securities must notify the Exchange of any failure to comply with
such continued listing requirements.

Rule 8.204. Commodity Futures Trust Shares

(a)   The Exchange will consider for listing and trading Commodity Futures Trust Shares that meet the
criteria of this Rule.

(b)   Applicability. This Rule is applicable only to Commodity Futures Trust Shares. Except to the
extent inconsistent with this Rule, or unless the context otherwise requires, the provisions of the trust
issued receipts rules, Bylaws, and all other rules and procedures of the Board of Directors will be
applicable to the trading on the Exchange of such securities. Commodity Futures Trust Shares are
included within the definition of "security" or "securities" as such terms are used in the Bylaws and
Rules of the Exchange.

(c)   Commodity Futures Trust Shares. The term "Commodity Futures Trust Shares" as used in the
Rules will, unless the context otherwise requires, mean a security that (i) is issued by a trust ("Trust")
that (1) is a commodity pool as defined in the Commodity Exchange Act and regulations thereunder,
and that is managed by a commodity pool operator registered with the Commodity Futures Trading
Commission, and (2) holds positions in futures contracts that track the performance of a specified
commodity, or interests in a commodity pool which, in turn, holds such positions; and (ii) is issued
and redeemed daily in specified aggregate amounts at net asset value. The term "futures contract"
is a "contract of sale of a commodity for future delivery" set forth in Section 2(a) of the Commodity
Exchange Act. The term "commodity" is defined in Section 1(a)(4) of the Commodity Exchange Act.

(d)   Designation of an Underlying Commodity Futures Contract. The Exchange may list and trade
Commodity Futures Trust Shares based on an underlying commodity futures contract. Each issue of
Commodity Futures Trust Shares will be designated as a separate series and will be identified by a
unique symbol.

(e)   Initial and Continued Listing. Commodity Futures Trust Shares will be listed and traded on the
Exchange subject to application of the following criteria:
 

(1)   Initial Listing—The Exchange will establish a minimum number of Commodity Futures Trust
Shares required to be outstanding at the time of commencement of trading on the Exchange.

(2)   Continued Listing—The Exchange will maintain surveillance procedures for securities listed
under this rule and will consider the suspension of trading in, and will initiate delisting proceedings
under Rule 5.5(m) of, a series of Commodity Futures Trust Shares under any of the following
circumstances:
 

(i)   if, following the initial twelve-month period beginning upon the commencement of trading of
the Commodity Futures Trust Shares: (A) the Trust has fewer than 50,000 Commodity Futures
Trust Shares issued and outstanding; or (B) the market value of all Commodity Futures Trust
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Shares issued and outstanding is less than $1,000,000, or (C) there are fewer than 50 record
and/or beneficial holders of Commodity Futures Trust Shares;

(ii)   if the value of the underlying futures contracts is no longer calculated or available on at
least a 15-second delayed basis, during the Exchange's normal trading hours, from a source
unaffiliated with the sponsor, the Trust or the trustee of the Trust;

(iii)   if the net asset value for the Trust is no longer disseminated to all market participants at the
same time;

(iv)   if the Indicative Trust Value is no longer disseminated on at least a 15-second delayed
basis during the Exchange's normal trading hours;

(v)   if any of the continued listing requirements set forth in this Rule 8.204 are not continuously
maintained;

(vi)   if the Exchange submits a rule filing pursuant to Section 19(b) of the Securities Exchange
Act of 1934 to permit the listing and trading of a series of Commodity Futures Trust Shares and
any of the statements or representations regarding (a) the description of the index, portfolio
or reference asset, (b) limitations on index or portfolio holdings or reference assets, or (c)
the applicability of Exchange listing rules specified in such rule filing are not continuously
maintained; or

(vii)   if such other event will occur or condition exists which in the opinion of the Exchange
makes further dealings on the Exchange inadvisable.

Upon termination of a Trust, the Exchange requires that Commodity Futures Trust Shares issued in
connection with such trust be removed from Exchange listing. A Trust will terminate in accordance
with the provisions of the Trust prospectus.

(3)   Term —The stated term of the Trust will be as stated in the prospectus. However, a Trust may
be terminated under such earlier circumstances as may be specified in the Trust prospectus.

(4)   Trustee —The following requirements apply on an initial and continued listing basis:
 

(i)   The trustee of a Trust must be a trust company or banking institution having substantial
capital and surplus and the experience and facilities for handling corporate trust business. In
cases where, for any reason, an individual has been appointed as trustee, a qualified trust
company or banking institution must be appointed co-trustee.

(ii)   No change is to be made in the trustee of a listed issue without prior notice to and approval
of the Exchange.

(5)   Voting—Voting rights will be as set forth in the applicable Trust prospectus.

(f)   Market Maker Accounts.
 

(1)   The member organization acting as a registered market maker on the Exchange in Commodity
Futures Trust Shares must file, with the Exchange, in a manner prescribed by the Exchange, and
keep current a list identifying all accounts for trading the underlying commodity, related futures
or options on futures, or any other related derivatives, which the member organization acting as
registered market maker on the Exchange may have or over which it may exercise investment
discretion. No member organization acting as registered market maker on the Exchange in the
Commodity Futures Trust Shares will trade in the underlying commodity, related futures or options
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on futures, or any other related derivatives, in an account in which a member organization acting
as a registered market maker on the Exchange, directly or indirectly, controls trading activities, or
has a direct interest in the profits or losses thereof, which has not been reported to the Exchange as
required by this Rule.

(2)   In addition to the existing obligations under Exchange rules regarding the production of books
and records (see, e.g., Rule 440), the member organization acting as a registered market maker on
the Exchange in Commodity Futures Trust Shares will make available to the Exchange such books,
records or other information pertaining to transactions by such entity or any limited partner, officer or
approved person thereof, registered or non-registered employee affiliated with such entity for its or
their own accounts in the underlying commodity, related futures or options on futures, or any other
related derivatives, as may be requested by the Exchange.

(g)   Limitation of Exchange Liability. Neither the Exchange, the Reporting Authority nor any
agent of the Exchange will have any liability for damages, claims, losses or expenses caused by any
errors, omissions, or delays in calculating or disseminating any underlying futures contract value;
the current value of positions or interests if required to be deposited to the Trust in connection with
issuance of Commodity Futures Trust Shares; net asset value; or other information relating to the
purchase, redemption or trading of Commodity Futures Trust Shares, resulting from any negligent
act or omission by the Exchange, or the Reporting Authority, or any agent of the Exchange, or any
act, condition or cause beyond the reasonable control of the Exchange or its agent, or the Reporting
Authority, including, but not limited to, an act of God; fire; flood; extraordinary weather conditions; war;
insurrection; riot; strike; accident; action of government; communications or power failure; equipment
or software malfunction; or any error, omission or delay in the reporting of transactions in an underlying
futures contract.

(h)   The Exchange will file separate proposals under Section 19(b) of the Securities Exchange Act
of 1934 before listing and trading separate and distinct Commodity Futures Trust Shares designated
on different underlying futures contracts. All statements or representations contained in such rule
filing regarding (a) the description of the index, portfolio or reference asset, (b) limitations on index or
portfolio holdings or reference assets, or (c) the applicability of Exchange listing rules specified in such
rule filing will constitute continued listing requirements. An issuer of such securities must notify the
Exchange of any failure to comply with such continued listing requirements.

Supplementary Material:

.01 The Exchange requires that member organizations provide all purchasers of newly issued
Commodity Futures Trust Shares a prospectus for the series of Commodity Futures Trust
Shares.

.02 Transactions in Commodity Futures Trust Shares will occur during the Exchange's normal
trading hours.

.03 If the Indicative Trust Value or the value of the underlying futures contract is not being
disseminated as required, the Exchange may halt trading during the day in which the interruption
to the dissemination of the Indicative Trust Value or the value of the underlying futures contract
occurs. If the interruption to the dissemination of the Indicative Trust Value or the value of the
underlying futures contract persists past the trading day in which it occurred, the Exchange will
halt trading no later than the beginning of the trading day following the interruption.

In addition, if the Exchange becomes aware that the net asset value with respect to a series of
Commodity Futures Trust Shares is not disseminated to all market participants at the same time,
it will halt trading in such series until such time as the net asset value or the Disclosed Portfolio is
available to all market participants.
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.04 The Exchange's rules governing the trading of equity securities apply.

.05 The Exchange will implement written surveillance procedures for Commodity Futures Trust
Shares.

Rule 8.300. Partnership Units

(a)   The Exchange will consider for listing and trading Partnership Units that meet the criteria of this
Rule.

(b)   Definitions . The following terms as used in the Rule will, unless the context otherwise requires,
have the meanings herein specified:
 

(1)   Commodity. The term "commodity" is defined in Section 1(a)(4) of the Commodity Exchange
Act.

(2)   Partnership Units. The term "Partnership Units" for purposes of this Rule means a security
(a) that is issued by a partnership that invests in any combination of futures contracts, options
on futures contracts, forward contracts, commodities and/or securities; and (b) that is issued and
redeemed daily in specified aggregate amounts at net asset value.

(c)   Designation . The Exchange may list and trade Partnership Units based on an underlying asset,
commodity or security. Each issue of a Partnership Unit will be designated as a separate series and will
be identified by a unique symbol.

(d)   Initial and Continued Listing. Partnership Units will be listed and/or traded on the Exchange
subject to application of the following criteria:
 

(1)   Initial Listing—The Exchange will establish a minimum number of Partnership Units required to
be outstanding at the time of commencement of trading on the Exchange.

(2)   Continued Listing—The Exchange will maintain surveillance procedures for securities listed
under this rule and will consider the suspension of trading in, and will initiate delisting proceedings
under Rule 5.5(m) of, Partnership Units under any of the following circumstances:
 

(i)   if following the initial twelve month period following the commencement of trading of
Partnership Units, (A) the partnership has more than 60 days remaining until termination
and there are fewer than 50 record and/or beneficial holders of Partnership Units; (B) if the
partnership has fewer than 50,000 Partnership Units issued and outstanding; or (C) if the market
value of all Partnership Units issued and outstanding is less than $1,000,000;

(ii)   if the value of the underlying benchmark investment, commodity or asset is no longer
calculated or available on at least a 15-second delayed basis or the Exchange stops providing a
hyperlink on its website to any such investment, commodity, or asset value;

(iii)   if the Indicative Partnership Value is no longer made available on at least a 15-second
delayed basis;

(iv)   if any of the continued listing requirements set forth in this Rule 8.300 are not continuously
maintained;

(v)   if the Exchange submits a rule filing pursuant to Section 19(b) of the Securities Exchange
Act of 1934 to permit the listing and trading of a series of Partnership Units and any of the
statements or representations regarding (a) the description of the portfolio or reference asset,
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(b) limitations on portfolio holdings or reference assets, or (c) the applicability of Exchange listing
rules specified in such rule filing are not continuously maintained; or

(vi)   if such other event will occur or condition exists which in the opinion of the Exchange
makes further dealings on the Exchange inadvisable.

Upon termination of a partnership, the Exchange requires that Partnership Units issued in
connection with such partnership be removed from Exchange listing. A partnership will terminate in
accordance with the provisions of the partnership prospectus.

(3)   Term—The stated term of the partnership will be as stated in the prospectus. However, such
entity may be terminated under such earlier circumstances as may be specified in the Partnership
prospectus.

(4)   General Partner—The following requirements apply on an initial and continued listing basis:
 

(i)   The general partner of a partnership must be an entity having substantial capital and surplus
and the experience and facilities for handling partnership business. In cases where, for any
reason, an individual has been appointed as general partner, a qualified entity must also be
appointed as general partner.

(ii)   No change is to be made in the general partner of a listed issue without prior notice to and
approval of the Exchange.

(5)   Voting—Voting rights will be as set forth in the applicable partnership prospectus.

(e)   Market Maker Accounts.
 

(1)   The member organization acting as a registered market maker on the Exchange in Partnership
Units must file, with the Exchange, in a manner prescribed by the Exchange, and keep current a list
identifying all accounts for trading the underlying asset or commodity, related futures or options on
futures, or any other related derivatives, which the member organization acting as registered market
maker on the Exchange may have or over which it may exercise investment discretion. No member
organization acting as registered market maker on the Exchange in the Partnership Units will trade
in the underlying asset or commodity, related futures or options on futures, or any other related
derivatives, in an account in which a member organization acting as a registered market maker on
the Exchange, directly or indirectly, controls trading activities, or has a direct interest in the profits or
losses thereof, which has not been reported to the Exchange as required by this Rule.

(2)   In addition to the existing obligations under Exchange rules regarding the production of books
and records (See, e.g. Rule 440), the member organization acting as a registered market maker
on the Exchange in Partnership Units will make available to the Exchange such books, records or
other information pertaining to transactions by such entity or any limited partner, officer or approved
person thereof, registered or non-registered employee affiliated with such entity for its or their own
accounts in the underlying asset or commodity, related futures or options on futures, or any other
related derivatives, as may be requested by the Exchange.

(f)   Limitation of Exchange Liability. Neither the Exchange nor any agent of the Exchange will
have any liability for damages, claims, losses or expenses caused by any errors, omissions, or
delays in calculating or disseminating any underlying asset or commodity value, the current value
of the underlying asset or commodity if required to be deposited to the partnership in connection
with issuance of Partnership Units; net asset value; or other information relating to the purchase,
redemption or trading of Partnership Units, resulting from any negligent act or omission by the
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Exchange or any agent of the Exchange, or any act, condition or cause beyond the reasonable control
of the Exchange or its agent, including, but not limited to, an act of God; fire; flood; extraordinary
weather conditions; war; insurrection; riot; strike; accident; action of government; communications
or power failure; equipment or software malfunction; or any error, omission or delay in the reports of
transactions in an underlying asset or commodity.

(g)   The Exchange will file separate proposals under Section 19(b) of the Securities Exchange Act
of 1934 before listing and trading separate and distinct Partnership Units designated on different
underlying investments, commodities and/or assets. All statements or representations contained
in such rule filing regarding (a) the description of the portfolio or reference asset, (b) limitations on
portfolio holdings or reference assets, or (c) the applicability of Exchange listing rules specified in such
rule filing will constitute continued listing requirements. An issuer of such securities must notify the
Exchange of any failure to comply with such continued listing requirements.

Supplementary Material:

.01 The Exchange requires that Equity Trading Permit holders provide to all purchasers of newly
issued Partnership Units a prospectus for the series of Partnership Units.

Rule 8.400. Paired Trust Shares

(a)   Applicability. The provisions in this Rule are applicable only to Paired Trust Shares. In addition,
except to the extent inconsistent with this Rule, or unless the context otherwise requires, the rules
and procedures of the Board of Directors will be applicable to the trading on the Exchange of such
securities. Paired Trust Shares are included within the definition of "security" and "equity securities" as
such terms are used in Rule 5.1(b).

(b)   Definitions. The following terms as used in the Rules will, unless the context otherwise requires,
have the meanings herein specified:
 

(1)   Paired Trust Shares. Two distinct types of securities are included in the term "Paired Trust
Shares." The term Paired Trust Shares refers to: (i) both "Holding Shares" and "Tradeable Shares,"
as defined below, or (ii) solely Trading Shares, as defined below.
 

(A)   Holding Shares and Tradeable Shares
 

(i)   Holding Shares. The term "Holding Share" means a security (a) that is issued by either
of a matched pair of trusts ("Holding Trusts") whose respective underlying values move in
opposite directions as the value of a specified Reference Price (defined in Rule 8.400(c))
varies from its starting level, (b) that is issued in exchange for cash, (c) a majority (but
not necessarily all) of which will be acquired and deposited in a related Tradeable Trust
(as defined herein), (d) the issuance proceeds of which are invested and reinvested in
highly rated short-term financial instruments that mature prior to the next scheduled income
distribution date for the security and that serve the functions of (i) securing the contractual
obligations between the two paired Holding Trusts, (ii) covering the trust's expenses, and
(iii) if any amount remains, providing periodic income distributions to investors, based on

income (after expenses) from the financial instruments held by the paired Holding Trusts, 1

   (e) that represents a beneficial interest in the Holding Trust that issued it, (f) the value of
which is determined by the underlying value of the related Holding Trust, which underlying
value will either (1) increase as a result of an increase in the Reference Price and decrease
as a result of a decrease in the Reference Price (in the case of an "Up Holding Share" issued
by an "Up Holding Trust") or (2) increase as a result of a decrease in the Reference Price

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

154

http://researchhelp.cch.com/License_Agreement.htm


and decrease as the result of an increase in the Reference Price (in the case of a "Down
Holding Share" issued by the paired "Down Holding Trust"), (g) whose issuing Holding Trust

enters into one or more settlement contracts 2   and an income distribution agreement 3  
with the other paired Holding Trust, (h) that, when timely aggregated in a specified minimum
number or amount of securities, along with a specified multiple of that number or amount
of securities issued by the other paired Holding Trust (these minimum specified amounts
together constituting a "Creation Unit" of the paired Holding Shares), may be redeemed for a
distribution of cash and/or securities on specified dates by authorized parties, and (i) that may
be subject to early mandatory redemption of all Holding Shares prior to the final scheduled
termination date under specified circumstances.

(ii)   Tradeable Shares. The term "Tradeable Share" means a security (a) that is issued by a
trust ("Tradeable Trust") in exchange for the deposit of Holding Shares (or cash, which cash
is then used to purchase Holding Shares) into the Tradeable Trust, with the Holding Shares
that are held by the Tradeable Trust being either (1) Up Holding Shares (in the case of an "Up
Tradeable Share" issued by an "Up Tradeable Trust") or (2) "Down Holding Shares" (in the
case of a "Down Tradeable Share" issued by a "Down Tradeable Trust"), (b) that represents
an undivided beneficial interest in the Tradeable Trust that issued it, (c) the distributions
on which (which are solely pass through distributions received on the Holding Shares that
are held by the issuing Tradeable Trust) will thereby either (1) increase as a result of an
increase in the Reference Price and decrease as a result of a decrease in the Reference
Price (in the case of an Up Tradeable Share) or (2) increase as a result of a decrease in the
Reference Price and decrease as the result of an increase in the Reference Price (in the
case of a Down Tradeable Share), in each case as a result of the corresponding change in
the underlying value of the Holding Trust (see paragraph (b)(2) of this rule) whose Holding
Shares are held by the issuing Tradeable Trust, (d) that may have an exchange feature that
will allow authorized parties to exchange such Tradeable Shares for the underlying Holding
Shares that are held by the Tradeable Trust that issued the Tradeable Shares and that
can be redeemed for cash and/or securities (any such redemption to be done in specified
aggregates called Creation Units that include Holding Shares issued by the other paired
Holding Trust, as described in the preceding paragraph), and (e) that may be subject to early
mandatory redemption of all Tradeable Shares prior to the final scheduled termination date
under specified circumstances.

(B)   Trading Shares. The term "Trading Share" means a security (a) that is issued by either of a
matched pair of trusts ("Trading Trusts") whose respective underlying values move in opposite
directions as the value of a specified Reference Price (defined in Rule 8.400(c)) varies from
its starting level, (b) that is issued in exchange for cash, (c) the issuance proceeds of which
are invested and reinvested in highly rated short-term financial instruments that mature prior
to the next scheduled income distribution date for the security and that serve the functions of
(i) securing the contractual obligations between the two paired Trading Trusts, (ii) covering
the trust's expenses, and (iii) if any amount remains, providing periodic income distributions to
investors, based on income (after expenses) from the financial instruments held by the paired
Trading Trusts, (d) that represents a beneficial interest in the Trading Trust that issued it, (e)
the value of which is determined by the underlying value of the related Trading Trust, which
underlying value will either (i) increase as a result of an increase in the Reference Price and
decrease as a result of a decrease in the Reference Price (in the case of an "Up Trading Share"
issued by an "Up Trading Trust") or (ii) increase as a result of a decrease in the Reference
Price and decrease as the result of an increase in the Reference Price (in the case of a "Down
Trading Share" issued by the paired "Down Trading Trust"), (f) whose issuing Trading Trust
enters into one or more settlement contracts and an income distribution agreement with the
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other paired Trading Trust, (g) that, when timely aggregated in a specified minimum number
or amount of securities, along with a specified multiple of that number or amount of securities
issued by the other paired Trading Trust (these minimum specified amounts together constituting
a "Creation Unit" of the paired Trading Shares), may be redeemed for a distribution of cash
and/or securities on specified dates by authorized parties, and (h) that may be subject to early
mandatory redemption of all Trading Shares prior to the final scheduled termination date under
specified circumstances.

(c)   Designation of an Underlying Reference Price. The Exchange may list and trade Paired Trust
Shares whose values are determined based on the value of a "Reference Price," which is an index or
other numerical variable that may measure assets, prices or other economic interests. The mechanism
that incorporates the value of the Reference Price into the value determination for the Paired Trust
Shares consists of one or more settlement contracts and an earnings distribution agreement that
are entered into by and between the paired Holding Trusts that issue the Holding Shares or by and
between the paired Trading Trusts that issue the Trading Shares, as the case may be. Each issue of
Paired Trust Shares will be designated as a separate series and will be identified by a unique symbol.

(d)   Initial and Continued Listing. Paired Trust Shares will be listed and traded on the Exchange
subject to application of the following criteria:
 

(1)   Initial Listing
 

(i)   For each Holding Trust, Tradeable Trust or Trading Trust, the Exchange will establish
a minimum number of Paired Trust Shares required to be outstanding at the time of
commencement of trading on the Exchange.

(ii)   The Exchange will obtain a representation on behalf of the trusts for each series of Paired
Trust Shares that the underlying value per share of each Up Holding Share, Down Holding
Share, Up Tradeable Share and Down Tradeable Share (in the case of a series with Holding
Shares and Tradeable Shares) or each Up Trading Share and Down Trading Share (in the case
of a series with Trading Shares) will be calculated daily and will be made available to all market
participants at the same time.

(2)   Continued Listing—The Exchange will maintain surveillance procedures for securities listed
under this rule and will consider the suspension of trading in, and will initiate delisting proceedings
under Rule 5.5(m) of, any series of Paired Trust Shares under any of the following circumstances:
 

(i)   if following the initial twelve month period following the commencement of trading of the
shares, (A) a Tradeable Trust or a Trading Trust, as the case may be, has more than 60 days
remaining until termination and there are fewer than 50 record and/or beneficial holders of Up
Tradeable Shares or Down Tradeable Shares, or Up Trading Shares or Down Trading Shares,
as the case may be; (B) if a Tradeable Trust has fewer than 50,000 Up Tradeable Shares or
Down Tradeable Shares issued and outstanding, or if a Trading Trust has fewer than 50,000 Up
Trading Shares or Down Trading Shares issued and outstanding; or (C) if the combined market
value of all shares issued and outstanding for a matched pair of Holding Trusts, Tradeable
Trusts or Trading Trusts representing opposite positions in the value of a Reference Price is less
than $1,000,000;

(ii)   if the intraday value of the Reference Price, as specified in the prospectus for the series
of Paired Trust Shares, is no longer calculated or available on at least a 15-second delayed
basis during the time such Paired Trust Shares trade on the Exchange from a source unaffiliated
with the sponsor, custodian, depositor, Tradeable Trust, Trading Trust, Holding Trust or the
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Exchange that is a major market data vendor (e.g., Reuters or Bloomberg), as applicable;
provided, however, that, for a series of Paired Trust Shares for which the value of the Reference
Price is not updated intraday, such value will be calculated and available once each trading day;

(iii)   unless a series of Paired Trust Shares has been approved for listing and trading by the
Commission under Section 19(b) of the Securities Exchange Act of 1934 without the requirement
that an intraday indicative value be made available as set forth in this subparagraph (iii), if the
intraday indicative value of the underlying value of each listed Up Holding Share, Down Holding
Share, Up Tradeable Share or Down Tradeable Share (in the case of a series with Holding
Shares and Tradeable Shares) or each Up Trading Share and Down Trading Share (in the case
of a series with Trading Shares), as the case may be, is no longer made available on at least a
15-second delayed basis by a major market data vendor during the time the Tradeable Shares or
Trading Shares trade on the Exchange;

(iv)   if a substitute index or other replacement benchmark is selected for the determination of the
Reference Price, unless the Exchange files with the Commission a related proposed rule change
pursuant to Rule 19b-4 under the Securities Exchange Act of 1934 seeking approval to continue
trading the Tradeable Shares or Trading Shares, as the case may be, and such rule change is
approved by the Commission;

(v)   if any of the continued listing requirements set forth in this Rule 8.400 are not continuously
maintained;

(vi)   if the Exchange submits a rule filing pursuant to Section 19(b) of the Securities Exchange
Act of 1934 to permit the listing and trading of a series of Paired Trust Shares and any of the
statements or representations regarding (a) the description of the portfolio or reference asset,
(b) limitations on portfolio holdings or reference assets, or (c) the applicability of Exchange listing
rules specified in such rule filing are not continuously maintained; or

(vii)   if such other event will occur or condition exists which in the opinion of the Exchange
makes further dealings on the Exchange inadvisable.

The Exchange will halt trading in a series of Paired Trust Shares if the circuit breaker parameters
of Rule 80B have been reached. In exercising its discretion to halt or suspend trading in a series
of Paired Trust Shares, the Exchange may consider factors such as the extent to which trading
in the underlying securities is not occurring or whether other unusual conditions or circumstances
detrimental to the maintenance of a fair and orderly market are present, in addition to other factors
that may be relevant. The remainder of this paragraph will apply only when the Exchange is the
listing market for a series of Paired Trust Shares. If the intraday indicative value of the underlying
value allocable to an Up Tradeable Share or Down Tradeable Share (in the case of a series with
Holding Shares and Tradeable Shares) or to an Up Trading Share or Down Trading Share (in the
case of a series with Trading Shares) or the intraday value of the Reference Price applicable to that
series of Paired Trust Shares is not being disseminated as required, the Exchange may halt trading
during the day in which the interruption to the dissemination of the intraday indicative value of such
underlying value allocation or the intraday value of the applicable Reference Price occurs. If the
interruption to the dissemination of the intraday indicative value of such underlying value allocation
or the intraday value of the applicable Reference Price persists past the trading day in which it
occurred, the Exchange will halt trading no later than the beginning of the trading day following the
interruption.

Upon termination of a Holding Trust, Tradeable Trust or Trading Trust, the Exchange requires that
Paired Trust Shares issued in connection with such trust be removed from Exchange listing. A
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Holding Trust, Tradeable Trust or Trading Trust may terminate in accordance with the provisions of
the trust prospectus under circumstances specified therein.

(3)   Term - The stated term of a Holding Trust, Tradeable Trust or Trading Trust will be as stated in
the trust prospectus. However, a trust may be terminated under such earlier circumstances as may
be specified in the trust prospectus.

(4)   Trustee - The following requirements apply on an initial and continued listing basis:
 

(i)   The trustee of a Holding Trust, Tradeable Trust or Trading Trust must be a trust company
or banking institution having substantial capital and surplus and the experience and facilities
for handling corporate trust business. In cases where, for any reason, an individual has been
appointed as trustee, a qualified trust company or banking institution must be appointed co-
trustee.

(ii)   No change is to be made in the trustee of a listed issue without prior notice to and approval
of the Exchange.

(5)   Voting - Voting rights will be as set forth in the applicable Holding Trust, Tradeable Trust or
Trading Trust prospectus.

(e)   Market Maker Accounts.
 

(1)   The member organization acting as a registered market maker on the Exchange in Paired Trust
Shares must file, with the Exchange, in a manner prescribed by the Exchange, and keep current a
list identifying all accounts for trading the asset, commodity or other economic interest underlying
the Reference Price, related options, related futures or options on futures, or any other related
derivatives, which the member organization acting as registered market maker on the Exchange
may have or over which it may exercise investment discretion. No member organization acting
as registered market maker on the Exchange in the Paired Trust Shares will trade in the asset,
commodity or other economic interest underlying the Reference Price, related options, related
futures or options on futures, or any other related derivatives, in an account in which a member
organization acting as a registered market maker on the Exchange, directly or indirectly, controls
trading activities, or has a direct interest in the profits or losses thereof, which has not been reported
to the Exchange as required by this Rule.

(2)   In addition to the existing obligations under Exchange rules regarding the production of books
and records (See, e.g. Rule 440), the member organization acting as a registered market maker on
the Exchange in Paired Trust Shares will make available to the Exchange such books, records or
other information pertaining to transactions by such entity or any limited partner, officer or approved
person thereof, registered or non-registered employee affiliated with such entity for its or their own
accounts in the asset, commodity or other economic interest underlying the Reference Price, related
options, related futures or options on futures, or any other related derivatives, as may be requested
by the Exchange.

(f)   Limitation of Exchange Liability. Neither the Exchange nor any agent of the Exchange will have
any liability for damages, claims, losses or expenses caused by any errors, omissions, or delays in
calculating or disseminating any Reference Price value, the underlying values of the trusts; distribution
values; or other information relating to the purchase, redemption or trading of Paired Trust Shares,
resulting from any negligent act or omission by the Exchange or any agent of the Exchange, or any
act, condition or cause beyond the reasonable control of the Exchange or its agent, including, but not
limited to, an act of God; fire; flood; extraordinary weather conditions; war; insurrection; riot; strike;
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accident; action of government; communications or power failure; equipment or software malfunction;
or any error, omission or delay in the reports of transactions in an underlying economic variable.

Supplementary Material:

.01 The Exchange requires that member organizations provide to all purchasers of newly issued
Paired Trust Shares a prospectus for the series of Paired Trust Shares.

.02 Transactions in Paired Trust Shares will occur during the Exchange's normal trading hours.

.03 The Exchange will file separate proposals under Section 19(b) of the Securities Exchange
Act of 1934 before listing and trading Paired Trust Shares designated on different Reference
Prices. All statements or representations contained in such rule filing regarding (a) the
description of the portfolio or reference asset, (b) limitations on portfolio holdings or reference
assets, or (c) the applicability of Exchange listing rules specified in such rule filing will constitute
continued listing requirements. An issuer of such securities must notify the Exchange of any
failure to comply with such continued listing requirements.

Rule 8.500. Trust Units

(a)   Applicability. The provisions in this Rule are applicable only to Trust Units. In addition, except
to the extent inconsistent with this Rule, or unless the context otherwise requires, the rules and
procedures of the Board of Directors will be applicable to the trading on the Exchange of such
securities. Trust Units are included within the definition of "security" and "equity securities" as such
terms are used in Rule 5.1(b).

(b)   Definitions. The following terms as used in this Rule will, unless the context otherwise requires,
have the meanings herein specified:
 

(1)   Commodity. The term "commodity" is defined in Section 1(a)(4) of the Commodity Exchange
Act.

(2)   Trust Units. The term "Trust Units" for purposes of this Rule means a security that is issued
by a trust or other similar entity that is constituted as a commodity pool that holds investments
comprising or otherwise based on any combination of futures contracts, options on futures
contracts, forward contracts, swap contracts, commodities and/or securities.

(c)   Designation. The Exchange may list and trade Trust Units based on an underlying asset,
commodity, security or portfolio. Each issue of a Trust Unit will be designated as a separate series and
will be identified by a unique symbol.

(d)   Initial and Continued Listing. Trust Units will be listed and/or traded on the Exchange subject to
application of the following criteria:
 

(1)   Initial Listing.
 

(i)   The Exchange will establish a minimum number of Trust Units required to be outstanding at
the time of commencement of trading on the Exchange.

(ii)   The Exchange will obtain a representation from the issuer of each series of Trust Units that
the net asset value per share for the series will be calculated daily and will be made available to
all market participants at the same time.

(2)   Continued Listing.
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(i)   The Exchange will maintain surveillance procedures for securities listed under this rule and
will consider the suspension of trading in, and will commence delisting proceedings under Rule
5.5(m) of, Trust Units under any of the following circumstances:
 

(A)   if following the initial twelve month period following the commencement of trading of
Trust Units, (A) the trust has more than 60 days remaining until termination and there are
fewer than 50 record and/or beneficial holders of Trust Units; (B) if the trust has fewer than
50,000 Trust Units issued and outstanding; or (C) if the market value of all Trust Units issued
and outstanding is less than $1,000,000;

(B)   if any of the continued listing requirements set forth in this Rule 8.500 are not
continuously maintained;

(C)   if the Exchange submits a rule filing pursuant to Section 19(b) of the Securities
Exchange Act of 1934 to permit the listing and trading of a series of Trust Units and any of
the statements or representations regarding (a) the description of the portfolio or reference
asset, (b) limitations on portfolio holdings or reference assets, or (c) the applicability of
Exchange listing rules specified in such rule filing are not continuously maintained; or

(D)   if such other event will occur or condition exists which in the opinion of the Exchange
makes further dealings on the Exchange inadvisable.

(ii)   The Exchange will halt trading in a series of Trust Units if the circuit breaker parameters in
Rule 80B have been reached. In exercising its discretion to halt or suspend trading in a series
of Trust Units, the Exchange may consider any relevant factors. In particular, if the portfolio and
net asset value per share are not being disseminated as required, the Exchange may halt trading
during the day in which the interruption to the dissemination of the portfolio holdings or net asset
value per share occurs. If the interruption to the dissemination of the portfolio holdings or net
asset value per share persists past the trading day in which it occurred, the Exchange will halt
trading no later than the beginning of the trading day following the interruption.

Upon termination of a trust, the Exchange requires that Trust Units issued in connection with such
trust be removed from Exchange listing. A trust will terminate in accordance with the provisions of
the prospectus.

(3)   Term — The stated term of the trust will be as stated in the prospectus. However, such entity
may be terminated under such earlier circumstances as may be specified in the prospectus.

(4)   Trustee — The following requirements apply on an initial and continued listing basis:
 

(i)   The trustee of a trust must be a trust company or banking institution having substantial
capital and surplus and the experience and facilities for handling corporate trust business. In
cases where, for any reason, an individual has been appointed as trustee, a qualified trust
company or banking institution must be appointed co-trustee.

(ii)   No change is to be made in the trustee of a listed issue without prior notice to and approval
of the Exchange.

(5)   Voting — Voting rights will be as set forth in the prospectus.

(e)   Limitation of Exchange Liability. Neither the Exchange nor any agent of the Exchange will have
any liability for damages, claims, losses or expenses caused by any errors, omissions, or delays
in calculating or disseminating any underlying portfolio value; net asset value; or other information
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relating to the purchase, redemption or trading of Trust Units, resulting from any negligent act or
omission by the Exchange or any agent of the Exchange, or any act, condition or cause beyond
the reasonable control of the Exchange or its agent, including, but not limited to, an act of God; fire;
flood; extraordinary weather conditions; war; insurrection; riot; strike; accident; action of government;
communications or power failure; equipment or software malfunction; or any error, omission or delay in
the reports of transactions in the Trust Units.

(f)   Market Maker Accounts. A member organization acting as a registered market maker on the
Exchange in Trust Units must file with the Exchange in a manner prescribed by the Exchange and
keep current a list identifying all accounts for trading in an underlying commodity, related commodity
futures or options on commodity futures, or any other related commodity derivatives, which the market
maker on the Exchange may have or over which it may exercise investment discretion. No market
maker on the Exchange will trade in an underlying commodity, related commodity futures or options on
commodity futures, or any other related commodity derivatives, in an account in which a market maker
on the Exchange, directly or indirectly, controls trading activities, or has a direct interest in the profits or
losses thereof, which has not been reported to the Exchange as required by this Rule.

In addition to the existing obligations under Exchange rules regarding the production of books and
records, the member organization acting as a market maker on the Exchange in Trust Units will make
available to the Exchange such books, records or other information pertaining to transactions by such
entity or registered or non-registered employee affiliated with such entity for its or their own accounts
for trading the underlying physical commodity, related commodity futures or options on commodity
futures, or any other related commodity derivatives, as may be requested by the Exchange.

Supplementary Material:

.01 The Exchange requires that member organizations provide to all purchasers of newly issued
Trust Units a prospectus for the series of Trust Units.

.02 Transactions in Trust Units will occur during the Exchange's normal trading hours.

.03 The Exchange will file separate proposals under Section 19(b) of the Securities Exchange
Act of 1934 before listing and trading separate and distinct Trust Units designated on different
underlying investments, commodities, assets and/or portfolios. All statements or representations
contained in such rule filing regarding (a) the description of the portfolio or reference asset, (b)
limitations on portfolio holdings or reference assets, or (c) the applicability of Exchange listing
rules specified in such rule filing will constitute continued listing requirements. An issuer of
such securities must notify the Exchange of any failure to comply with such continued listing
requirements.

Rule 8.600. Managed Fund Shares

(a)   The Exchange will consider for listing and trading Managed Fund Shares that meet the criteria of
this Rule.

(b)   Applicability. This Rule is applicable only to Managed Fund Shares. Except to the extent
inconsistent with this Rule, or unless the context otherwise requires, the rules and procedures of the
Board of Directors will be applicable to the trading on the Exchange of such securities. Managed Fund
Shares are included within the definition of "security" or "securities" as such terms are used in the
Rules of the Exchange.

(c)   Definitions. The following terms as used in the Rules will, unless the context otherwise requires,
have the meanings herein specified:
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(1)   Managed Fund Share. The term "Managed Fund Share" means a security that (a) represents
an interest in a registered investment company ("Investment Company") organized as an open-end
management investment company or similar entity, that invests in a portfolio of securities selected
by the Investment Company's investment adviser consistent with the Investment Company's
investment objectives and policies; (b) is issued in a specified aggregate minimum number in return
for a deposit of a specified portfolio of securities and/or a cash amount with a value equal to the
next determined net asset value; and (c) when aggregated in the same specified minimum number,
may be redeemed at a holder's request, which holder will be paid a specified portfolio of securities
and/or cash with a value equal to the next determined net asset value.

(2)   Disclosed Portfolio. The term "Disclosed Portfolio" means the identities and quantities of
the securities and other assets held by the Investment Company that will form the basis for the
Investment Company's calculation of net asset value at the end of the business day. The website
for each series of Managed Fund Shares shall disclose the following information regarding the
Disclosed Portfolio, to the extent applicable:
 

(A)   ticker symbol;

(B)   CUSIP or other identifier;

(C)   description of the holding;

(D)   with respect to holdings in derivatives, the identity of the security, commodity, index or other
asset upon which the derivative is based;

(E)   the strike price for any options;

(F)   the quantity of each security or other asset held as measured by;
 

(i)   par value,

(ii)   notional value,

(iii)   number of shares,

(iv)   number of contracts, and

(v)   number of units;

(G)   maturity date;

(H)   coupon rate;

(I)   effective date;

(J)   market value; and

(K)   percentage weighting of the holding in the portfolio.

(3)   Portfolio Indicative Value. The term "Portfolio Indicative Value" is the estimated indicative value
of a Managed Fund Share based on current information regarding the value of the securities and
other assets in the Disclosed Portfolio.

(4)   Reporting Authority. The term "Reporting Authority" in respect of a particular series of
Managed Fund Shares means the Exchange, an institution, or a reporting service designated
by the Exchange or by the exchange that lists a particular series of Managed Fund Shares (if
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the Exchange is trading such series pursuant to unlisted trading privileges) as the official source
for calculating and reporting information relating to such series, including, but not limited to, the
Portfolio Indicative Value; the Disclosed Portfolio; the amount of any cash distribution to holders of
Managed Fund Shares, net asset value, or other information relating to the issuance, redemption
or trading of Managed Fund Shares. A series of Managed Fund Shares may have more than one
Reporting Authority, each having different functions.

(5)   Normal Market Conditions. The term "normal market conditions" includes, but is not limited
to, the absence of trading halts in the applicable financial markets generally; operational issues
(e.g., systems failure) causing dissemination of inaccurate market information; or force majeure type
events such as natural or man-made disaster, act of God, armed conflict, act of terrorism, riot or
labor disruption or any similar intervening circumstance.

(d)   Initial and Continued Listing — Managed Fund Shares will be listed and traded on the Exchange
subject to application of the following criteria:
 

(1)   Initial Listing — Each series of Managed Fund Shares will be listed and traded on the
Exchange subject to application of the following initial listing criteria:
 

(A)   For each series, the Exchange will establish a minimum number of Managed Fund Shares
required to be outstanding at the time of commencement of trading on the Exchange.

(B)   The Exchange will obtain a representation from the issuer of each series of Managed Fund
Shares that the net asset value per share for the series will be calculated daily and that the net
asset value and the Disclosed Portfolio will be made available to all market participants at the
same time.

(C)   All Managed Fund Shares shall have a stated investment objective, which shall be adhered
to under normal market conditions.

(2)   Continued Listing — Each series of Managed Fund Shares will be listed and traded on the
Exchange subject to application of the following continued listing criteria:
 

(A)   Portfolio Indicative Value. The Portfolio Indicative Value for Managed Fund Shares will be
widely disseminated by one or more major market data vendors at least every 15 seconds during
the time when the Managed Fund Shares trade on the Exchange.

(B)   Disclosed Portfolio.
 

(i)   The Disclosed Portfolio will be disseminated at least once daily and will be made
available to all market participants at the same time.

(ii)   The Reporting Authority that provides the Disclosed Portfolio must implement and
maintain, or be subject to, procedures designed to prevent the use and dissemination of
material non-public information regarding the actual components of the portfolio.

(C)   Suspension of trading or removal. The Exchange will maintain surveillance procedures for
securities listed under this rule and will consider the suspension of trading in, and will commence
delisting proceedings under Rule 5.5(m) of, a series of Managed Fund Shares under any of the
following circumstances:
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(i)   if, following the initial twelve-month period after commencement of trading on the
Exchange of a series of Managed Fund Shares, there are fewer than 50 beneficial holders of
the series of Management Fund Shares;

(ii)   if the value of the Portfolio Indicative Value is no longer calculated or available or the
Disclosed Portfolio is not made available to all market participants at the same time;

(iii)   if the Investment Company issuing the Managed Fund Shares has failed to file any
filings required by the Securities and Exchange Commission or if the Exchange is aware that
the Investment Company is not in compliance with the conditions of any exemptive order
or no-action relief granted by the Securities and Exchange Commission to the Investment
Company with respect to the series of Managed Fund Shares;

(iv)   if any of the continued listing requirements set forth in Rule 8.600 are not continuously
maintained;

(v)   if the Exchange submits a rule filing pursuant to Section 19(b) of the Securities
Exchange Act of 1934 to permit the listing and trading of a series of Managed Fund
Shares that do not otherwise meet the standards set forth in this Rule 8.600 and any of the
statements or representations regarding (a) the description of the portfolio or reference asset,
(b) limitations on portfolio holdings or reference assets, or (c) the applicability of Exchange
listing rules specified in such rule filing are not continuously maintained; or

(vi)   if such other event will occur or condition exists which, in the opinion of the Exchange,
makes further dealings on the Exchange inadvisable.

(D)   Trading Halt. If the Portfolio Indicative Value (as defined in Rule 8.600(c)(3)) of a series of
Managed Fund Shares is not being disseminated as required, the Exchange may halt trading
during the day in which the interruption to the dissemination of the Portfolio Indicative Value
occurs. If the interruption to the dissemination of the Portfolio Indicative Value persists past the
trading day in which it occurred, the Exchange will halt trading no later than the beginning of
the trading day following the interruption. If a series of Managed Fund Shares is trading on the
Exchange pursuant to unlisted trading privileges, the Exchange will halt trading in that series as
specified in Rule 7.18. In addition, if the Exchange becomes aware that the net asset value or
the Disclosed Portfolio with respect to a series of Managed Fund Shares is not disseminated to
all market participants at the same time, it will halt trading in such series until such time as the
net asset value or the Disclosed Portfolio is available to all market participants.

(E)   Termination. Upon termination of an Investment Company, the Exchange requires that
Managed Fund Shares issued in connection with such entity be removed from Exchange listing.

(F)   Voting. Voting rights will be as set forth in the applicable Investment Company prospectus.

(e)   Limitation of Exchange Liability. Neither the Exchange, the Reporting Authority, nor any agent of
the Exchange will have any liability for damages, claims, losses or expenses caused by any errors,
omissions, or delays in calculating or disseminating any current portfolio value; the current value of the
portfolio of securities required to be deposited to the open-end management investment company in
connection with issuance of Managed Fund Shares; the amount of any dividend equivalent payment
or cash distribution to holders of Managed Fund Shares; net asset value; or other information relating
to the purchase, redemption, or trading of Managed Fund Shares, resulting from any negligent act
or omission by the Exchange, the Reporting Authority or any agent of the Exchange, or any act,
condition, or cause beyond the reasonable control of the Exchange, its agent, or the Reporting
Authority, including, but not limited to, an act of God; fire; flood; extraordinary weather conditions; war;
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insurrection; riot; strike; accident; action of government; communications or power failure; equipment
or software malfunction; or any error, omission, or delay in the reports of transactions in one or more
underlying securities.

Supplementary Material:

.01 The Exchange may approve Managed Fund Shares for listing and trading pursuant to Rule
19b-4(e) under the Securities Exchange Act of 1934. Components of a series of Managed
Fund Shares listed pursuant to Rule 19b-4(e) shall satisfy the criteria set forth in this Rule
8.600 upon initial listing and on a continual basis. The Exchange will file separate proposals
under Section 19(b) of the Securities Exchange Act of 1934 before the listing and trading of a
series of Managed Fund Shares with components that do not satisfy the criteria set forth in this
Supplementary Material .01 or components other than those specified below. All statements
or representations contained in such rule filing regarding (a) the description of the portfolio or
reference asset, (b) limitations on portfolio holdings or reference assets, or (c) the applicability of
Exchange listing rules specified in such rule filing will constitute continued listing requirements.
An issuer of such securities must notify the Exchange of any failure to comply with such
continued listing requirements.

(a) Equity–Equity securities include the following: U.S. Component Stocks (as described in Rule
5.2(j)(3)); Non-U.S. Component Stocks (as described in Rule 5.2(j)(3)); Exchange Traded
Products (i.e., Investment Company Units and securities described in Section 2 of Rule 8P);
and Index-Linked Securities that qualify for Exchange listing and trading under Rule 5.2(j)(6).
For Exchange Traded Products and Index-Linked Securities, no more than 25% of the equity
weight of the portfolio shall consist of leveraged and/or inverse leveraged Exchange Traded
Products or Index-Linked Securities. The securities described in Rule 5.2(j)(3), Rule 5.2(j)
(6) and Section 2 of Rule 8P, as referenced above, shall include securities listed on another
national securities exchange pursuant to substantially equivalent listing rules. To the extent
that a portfolio includes convertible securities, the equity security into which such security is
converted shall meet the criteria of this Supplementary Material .01(a) after converting.

(1) U.S. Component Stocks. The component stocks of the equity portion of a portfolio
that are U.S. Component Stocks shall meet the following criteria initially and on a
continuing basis:

(A) Component stocks (excluding Exchange Traded Products and Index-
Linked Securities) that in the aggregate account for at least 90% of the
equity weight of the portfolio (excluding such Exchange Traded Products
and Index-Linked Securities) each shall have a minimum market value of
at least $75 million;

(B) Component stocks (excluding Exchange Traded Products and Index-
Linked Securities) that in the aggregate account for at least 70% of the
equity weight of the portfolio (excluding such Exchange Traded Products
and Index-Linked Securities) each shall have a minimum monthly trading
volume of 250,000 shares, or minimum notional volume traded per month
of $25,000,000, averaged over the last six months;

(C) The most heavily weighted component stock (excluding Exchange Traded
Products and Index-Linked Securities) shall not exceed 30% of the equity
weight of the portfolio, and, to the extent applicable, the five most heavily
weighted component stocks (excluding Exchange Traded Products and
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Index-Linked Securities) shall not exceed 65% of the equity weight of the
portfolio;

(D) Where the equity portion of the portfolio does not include Non-U.S.
Component Stocks, the equity portion of the portfolio shall include a
minimum of 13 component stocks; provided, however, that there shall
be no minimum number of component stocks if (i) one or more series
of Exchange Traded Products or Index-Linked Securities constitute, at
least in part, components underlying a series of Managed Fund Shares,
or (ii) one or more series of Exchange Traded Products or Index-Linked
Securities account for 100% of the equity weight of the portfolio of a series
of Managed Fund Shares;

(E) Except as provided herein, equity securities in the portfolio shall be U.S.
Component Stocks listed on a national securities exchange and shall
be NMS Stocks as defined in Rule 600 of Regulation NMS under the
Securities Exchange Act of 1934; and

(F) American Depositary Receipts ("ADRs") in a portfolio may be exchange-
traded or non-exchange-traded. However, no more than 10% of the equity
weight of a portfolio shall consist of non-exchange-traded ADRs.

(2) Non-U.S. Component Stocks. The component stocks of the equity portion of a
portfolio that are Non-U.S. Component Stocks shall meet the following criteria
initially and on a continuing basis:

(A) Non-U.S. Component Stocks each shall have a minimum market value of
at least $100 million;

(B) Non-U.S. Component Stocks each shall have a minimum global monthly
trading volume of 250,000 shares, or minimum global notional volume
traded per month of $25,000,000, averaged over the last six months;

(C) The most heavily weighted Non-U.S. Component stock shall not exceed
25% of the equity weight of the portfolio, and, to the extent applicable, the
five most heavily weighted Non-U.S. Component Stocks shall not exceed
60% of the equity weight of the portfolio;

(D) Where the equity portion of the portfolio includes Non-U.S. Component
Stocks, the equity portion of the portfolio shall include a minimum of 20
component stocks; provided, however, that there shall be no minimum
number of component stocks if (i) one or more series of Exchange
Traded Products or Index-Linked Securities constitute, at least in part,
components underlying a series of Managed Fund Shares, or (ii) one or
more series of Exchange Traded Products or Index-Linked Securities
account for 100% of the equity weight of the portfolio of a series of
Managed Fund Shares; and

(E) Each Non-U.S. Component Stock shall be listed and traded on an
exchange that has last-sale reporting.

(b) Fixed Income – Fixed income securities are debt securities that are notes, bonds, debentures
or evidence of indebtedness that include, but are not limited to, U.S. Department of Treasury
securities ("Treasury Securities"), government-sponsored entity securities ("GSE Securities"),
municipal securities, trust preferred securities, supranational debt and debt of a foreign
country or a subdivision thereof, investment grade and high yield corporate debt, bank loans,
mortgage and asset backed securities, and commercial paper. To the extent that a portfolio
includes convertible securities, the fixed income security into which such security is converted
shall meet the criteria of this Supplementary Material .01(b) after converting. The components
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of the fixed income portion of a portfolio shall meet the following criteria initially and on a
continuing basis:

(1) Components that in the aggregate account for at least 75% of the fixed income
weight of the portfolio each shall have a minimum original principal amount
outstanding of $100 million or more;

(2) No component fixed-income security (excluding Treasury Securities and GSE
Securities) shall represent more than 30% of the fixed income weight of the
portfolio, and the five most heavily weighted component fixed income securities in
the portfolio (excluding Treasury Securities and GSE Securities) shall not in the
aggregate account for more than 65% of the fixed income weight of the portfolio;

(3) An underlying portfolio (excluding exempted securities) that includes fixed income
securities shall include a minimum of 13 non-affiliated issuers, provided, however,
that there shall be no minimum number of nonaffiliated issuers required for fixed
income securities if at least 70% of the weight of the portfolio consists of equity
securities as described in Supplementary Material .01(a) above;

(4) Component securities that in aggregate account for at least 90% of the fixed income
weight of the portfolio must be either (a) from issuers that are required to file reports
pursuant to Sections 13 and 15(d) of the Securities Exchange Act of 1934; (b) from
issuers that have a worldwide market value of its outstanding common equity held
by non-affiliates of $700 million or more; (c) from issuers that have outstanding
securities that are notes, bonds debentures, or evidence of indebtedness having
a total remaining principal amount of at least $1 billion; (d) exempted securities
as defined in Section 3(a)(12) of the Securities Exchange Act of 1934; or (e) from
issuers that are a government of a foreign country or a political subdivision of a
foreign country; and

(5) Non-agency, non-GSE and privately-issued mortgage-related and other asset-
backed securities components of a portfolio shall not account, in the aggregate, for
more than 20% of the weight of the fixed income portion of the portfolio.

(c) Cash and Cash Equivalents. Cash equivalents shall include short-term instruments with
maturities of less than 3 months (as described herein). In addition, a portfolio may hold cash.

(1) There shall be no limitation to the percentage of the portfolio invested in such
holdings.

(2) Short-term instruments shall include the following:

(i) U.S. Government securities, including bills, notes and bonds differing as
to maturity and rates of interest, which are either issued or guaranteed by
the U.S. Treasury or by U.S. Government agencies or instrumentalities;

(ii) certificates of deposit issued against funds deposited in a bank or savings
and loan association;

(iii) bankers' acceptances, which are short-term credit instruments used to
finance commercial transactions;

(iv) repurchase agreements and reverse repurchase agreements;
(v) bank time deposits, which are monies kept on deposit with banks or

savings and loan associations for a stated period of time at a fixed rate of
interest;

(vi) commercial paper, which are short-term unsecured promissory notes; and
(vii) money market funds.

(d) Listed Derivatives. The portfolio may hold listed derivatives, including futures, options and
swaps on commodities, currencies and financial instruments (e.g., stocks, fixed income,
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interest rates, and volatility) or a basket or index of any of the foregoing. There shall be no
limitation to the percentage of the portfolio invested in such holdings, subject to the following
requirements:

(1) in the aggregate, at least 90% of the weight of such holdings invested in futures,
exchange-traded options, and listed swaps shall, on both an initial and continuing
basis, consist of futures, options, and swaps for which the Exchange may obtain
information via the Intermarket Surveillance Group ("ISG") from other members
or affiliates of the ISG or for which the principal market is a market with which the
Exchange has a comprehensive surveillance sharing agreement. (For purposes
of calculating this limitation, a portfolio's investment in listed derivatives will be
calculated as the aggregate gross notional value of the listed derivatives.); and

(2) the aggregate gross notional value of listed derivatives based on any five or fewer
underlying reference assets shall not exceed 65% of the weight of the portfolio
(including gross notional exposures), and the aggregate gross notional value of
listed derivatives based on any single underlying reference asset shall not exceed
30% of the weight of the portfolio (including gross notional exposures).

(e) Over-the-Counter ("OTC") Derivatives. The portfolio may hold OTC derivatives, including
forwards, options and swaps on commodities, currencies and financial instruments (e.g.,
stocks, fixed income, interest rates, and volatility) or a basket or index of any of the foregoing;
however, on both an initial and continuing basis, no more than 20% of the assets in the
portfolio may be invested in OTC derivatives. For purposes of calculating this limitation, a
portfolio's investment in OTC derivatives will be calculated as the aggregate gross notional
value of the OTC derivatives.

(f) To the extent that listed or OTC derivatives are used to gain exposure to individual equities
and/or fixed income securities, or to indexes of equities and/or indexes of fixed income
securities, the aggregate gross notional value of such exposure shall meet the criteria set
forth in Supplementary Material .01(a) and .01(b) (including gross notional exposures),
respectively.

.02 Transactions in Managed Fund Shares will occur during the Exchange's normal trading
hours.

.03 Surveillance Procedures. The Exchange will implement written surveillance procedures for
Managed Fund Shares.

.04 Creation and Redemption. For Managed Fund Shares based on an international or global
portfolio, the statutory prospectus or the application for exemption from provisions of the
Investment Company Act of 1940 for the series of Managed Fund Shares must state that the
series of Managed Fund Shares must comply with the federal securities laws in accepting
securities for deposits and satisfying redemptions with redemption securities, including that the
securities accepted for deposits and the securities used to satisfy redemption requests are sold
in transactions that would be exempt from registration under the Securities Act of 1933.

.05 Disclosures. The provisions of this subparagraph apply only to series of Managed Fund
Shares that are the subject of an order by the Securities and Exchange Commission exempting
such series from certain prospectus delivery requirements under Section 24(d) of the Investment
Company Act of 1940 and are not otherwise subject to prospectus delivery requirements under
the Securities Act of 1933. The Exchange will inform member organizations regarding application
of these provisions of this subparagraph to a particular series of Managed Fund Shares by
means of an information circular prior to commencement of trading in such series.

The Exchange requires that member organizations provide to all purchasers of a series of
Managed Fund Shares a written description of the terms and characteristics of those securities,
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in a form prepared by the open-end management investment company issuing such securities,
not later than the time a confirmation of the first transaction in such series is delivered to such
purchaser. In addition, member organizations will include such a written description with any
sales material relating to a series of Units that is provided to customers or the public. Any
other written materials provided by a member organization to customers or the public making
specific reference to a series of Managed Fund Shares as an investment vehicle must include a
statement in substantially the following form: "A circular describing the terms and characteristics
of (the series of Managed Fund Shares) has been prepared by the (open-end management
investment company name) and is available from your broker. It is recommended that you obtain
and review such circular before purchasing (the series of Managed Fund Shares)."

A member organization carrying an omnibus account for a nonmember organization is required
to inform such non-member organization that execution of an order to purchase a series of
Managed Fund Shares for such omnibus account will be deemed to constitute agreement by
the non-member organization to make such written description available to its customers on the
same terms as are directly applicable to member organizations under this rule.

Upon request of a customer, a member organization will also provide a prospectus for the
particular series of Managed Fund Shares.

.06 If the investment adviser to the Investment Company issuing Managed Fund Shares is
affiliated with a broker-dealer, such investment adviser will erect and maintain a "firewall"
between the investment adviser and the broker-dealer with respect to access to information
concerning the composition and/or changes to such Investment Company portfolio. Personnel
who make decisions on the Investment Company's portfolio composition must be subject to
procedures designed to prevent the use and dissemination of material nonpublic information
regarding the applicable Investment Company portfolio.

Rule 8.700. Managed Trust Securities

(a)   The Exchange will consider for listing and trading Managed Trust Securities that meet the criteria
of this Rule.

(b)   Applicability. This Rule is applicable only to Managed Trust Securities. Managed Trust Securities
are included within the definition of "security" or "securities" as such terms are used in the Bylaws and
Rules of the Exchange.

(c)   Definitions . The following terms as used in the Rules will, unless the context otherwise requires,
have the meanings herein specified:
 

(1)   Managed Trust Securities. The term "Managed Trust Securities" as used in the Rules will,
unless the context otherwise requires, mean a security that is registered under the Securities
Act of 1933, as amended, and (i) is issued by a trust ("Trust"), or any series thereof, that (1) is a
commodity pool as defined in the Commodity Exchange Act and regulations thereunder, is not
registered or required to be registered as an investment company under the Investment Company
Act of 1940, as amended, and is managed by a commodity pool operator registered with the
Commodity Futures Trading Commission, and (2) holds long and/or short positions in exchange-
traded futures contracts and/or certain currency forward contracts and/or swaps selected by the
Trust's advisor consistent with the Trust's investment objectives, which will only include exchange-
traded futures contracts involving commodities, commodity indices, currencies, currency indices,
stock indices, the EURO STOXX 50 Volatility Index (VSTOXX), fixed income indices, interest rates
and sovereign, private and mortgage or asset backed debt instruments, and/or forward contracts
on specified currencies, and/or swaps on stock indices, fixed income indices, commodity indices,
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VSTOXX, commodities, currencies, currency indices, or interest rates, each as disclosed in the
Trust's prospectus as such may be amended from time to time, and cash and cash equivalents; and
(ii) is issued and redeemed continuously in specified aggregate amounts at the next applicable net
asset value.

(2)   Disclosed Portfolio. The term "Disclosed Portfolio" means the identities and quantities of the
securities and other assets held by the Trust that will form the basis for the Trust's calculation of net
asset value at the end of the business day.

(3)   Intraday Indicative Value. The term "Intraday Indicative Value" is the estimated indicative value
of a Managed Trust Security based on current information regarding the value of the securities and
other assets in the Disclosed Portfolio.

(4)   Reporting Authority. The term "Reporting Authority" in respect of a particular series of
Managed Trust Securities means the Exchange, an institution, or a reporting or information
service designated by the Exchange or by the Trust or the exchange that lists a particular series
of Managed Trust Securities (if the Exchange is trading such series pursuant to unlisted trading
privileges) as the official source for calculating and reporting information relating to such series,
including, but not limited to, the Intraday Indicative Value; the Disclosed Portfolio; the amount of
any cash distribution to holders of Managed Trust Securities, net asset value, or other information
relating to the issuance, redemption or trading of Managed Trust Securities. A series of Managed
Trust Securities may have more than one Reporting Authority, each having different functions.

(d)   Designation . The Exchange may list and trade Managed Trust Securities based on the
underlying portfolio of exchange-traded futures, and/or swaps, and/or certain currency forward
contracts described in the related prospectus. Each issue of Managed Trust Securities will be
designated as a separate trust or series and will be identified by a unique symbol.

(e)   Initial and Continued Listing. Managed Trust Securities will be listed and traded on the
Exchange subject to application of the following criteria:
 

(1)   Initial Listing—Each series of Managed Trust Securities will be listed and traded on the
Exchange subject to application of the following initial listing criteria:
 

(A)   The Exchange will establish a minimum number of Managed Trust Securities required to be
outstanding at the time of commencement of trading on the Exchange.

(B)   The Exchange will obtain a representation from the issuer of each series of Managed Trust
Securities that the net asset value per share for the series will be calculated daily and that the
net asset value and the Disclosed Portfolio will be made available to all market participants at the
same time.

(2)   Continued Listing—Each series of Managed Trust Securities will be listed and traded on the
Exchange subject to application of the following continued listing criteria:
 

(A)   Intraday Indicative Value. The Intraday Indicative Value for Managed Trust Securities will be
widely disseminated by one or more major market data vendors at least every 15 seconds during
the time when the Managed Trust Securities trade on the Exchange.

(B)   Disclosed Portfolio.
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(i)   The Disclosed Portfolio will be disseminated at least once daily and will be made
available to all market participants at the same time.

(ii)   The Reporting Authority that provides the Disclosed Portfolio must implement and
maintain, or be subject to, procedures designed to prevent the use and dissemination of
material non-public information regarding the actual components of the portfolio.

(C)   Suspension of trading or removal. The Exchange will maintain surveillance procedures for
securities listed under this rule and will consider the suspension of trading in, and will commence
delisting proceedings under Rule 5.5(m) of, a series of Managed Trust Securities under any of
the following circumstances:
 

(i)   if, following the initial twelve-month period beginning upon the commencement of
trading of the Managed Trust Securities: (A) the Trust has fewer than 50,000 Managed Trust
Securities issued and outstanding; or (B) the market value of all Managed Trust Securities
issued and outstanding is less than $1,000,000, or (C) there are fewer than 50 record and/or
beneficial holders of Managed Trust Securities;

(ii)   if the Intraday Indicative Value for the Trust is no longer calculated or available or the
Disclosed Portfolio is not made available to all market participants at the same time;

(iii)   if the Trust issuing the Managed Trust Securities has failed to file any filings required
by the Securities and Exchange Commission or if the Exchange is aware that the Trust is
not in compliance with the conditions of any exemptive order or no-action relief granted by
the Securities and Exchange Commission to the Trust with respect to the series of Managed
Trust Securities;

(iv)   if any of the continued listing requirements set forth in Rule 8.700 are not continuously
maintained;

(v)   if the Exchange submits a rule filing pursuant to Section 19(b) of the Securities
Exchange Act of 1934 to permit the listing and trading of a series of Managed Trust Securities
and any of the statements or representations regarding (a) the description of the index,
portfolio or reference asset, (b) limitations on index or portfolio holdings or reference
assets, or (c) the applicability of Exchange listing rules specified in such rule filing are not
continuously maintained; or

(vi)   if such other event will occur or condition exists which in the opinion of the Exchange
makes further dealings on the Exchange inadvisable.

(D)   Trading Halt. If the Intraday Indicative Value of a series of Managed Trust Securities is
not being disseminated as required, the Exchange may halt trading during the day in which
the interruption to the dissemination of the Intraday Indicative Value occurs. If the interruption
to the dissemination of the Intraday Indicative Value persists past the trading day in which it
occurred, the Exchange will halt trading no later than the beginning of the trading day following
the interruption. If a series of Managed Trust Securities is trading on the Exchange pursuant
to unlisted trading privileges, the Exchange will halt trading in that series as specified in Rule
7.18. In addition, if the Exchange becomes aware that the net asset value or the Disclosed
Portfolio with respect to a series of Managed Trust Securities is not disseminated to all market
participants at the same time, it will halt trading in such series until such time as the net asset
value or the Disclosed Portfolio is available to all market participants.
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(E)   Upon termination of a Trust, the Exchange requires that Managed Trust Securities issued
in connection with such trust be removed from Exchange listing. A Trust will terminate in
accordance with the provisions of the Trust prospectus.

(3)   Term —The stated term of the Trust will be as stated in the prospectus. However, a Trust may
be terminated under such earlier circumstances as may be specified in the Trust prospectus.

(4)   Trustee —The following requirements apply on an initial and continued listing basis:
 

(i)   The trustee of a Trust must be a trust company or banking institution having substantial
capital and surplus and the experience and facilities for handling corporate trust business. In
cases where, for any reason, an individual has been appointed as trustee, a qualified trust
company or banking institution must be appointed co-trustee.

(ii)   No change is to be made in the trustee of a listed issue without prior notice to and approval
of the Exchange.

(5)   Voting—Voting rights will be as set forth in the applicable Trust prospectus.

(f)   Market Maker Accounts.
 

(1)   The member organization acting as a registered market maker on the Exchange in Managed
Trust Securities must file, with the Exchange, in a manner prescribed by the Exchange, and
keep current a list identifying all accounts for trading the underlying commodity or applicable
currency, related futures or options on futures, or any other related derivatives, which the member
organization acting as registered market maker on the Exchange may have or over which it may
exercise investment discretion. No member organization acting as registered market maker on the
Exchange in the Managed Trust Securities will trade in the underlying commodity or applicable
currency, related futures or options on futures, or any other related derivatives, in an account in
which a member organization acting as a registered market maker on the Exchange, directly or
indirectly, controls trading activities, or has a direct interest in the profits or losses thereof, which
has not been reported to the Exchange as required by this Rule.

(2)   In addition to the existing obligations under Exchange rules regarding the production of books
and records (see, e.g., Rule 440), the member organization acting as a registered market maker
on the Exchange in Managed Trust Securities will make available to the Exchange such books,
records or other information pertaining to transactions by such entity or any limited partner, officer or
approved person thereof, registered or non-registered employee affiliated with such entity for its or
their own accounts in the underlying commodity or applicable currency, related futures or options on
futures, or any other related derivatives, as may be requested by the Exchange.

(g)   Limitation of Exchange Liability. Neither the Exchange, the Reporting Authority nor any agent
of the Exchange will have any liability for damages, claims, losses or expenses caused by any errors,
omissions, or delays in calculating or disseminating any underlying futures contract value; the current
value of positions or interests if required to be deposited to the Trust in connection with issuance of
Managed Trust Securities; net asset value; or other information relating to the purchase, redemption
or trading of Managed Trust Securities, resulting from any negligent act or omission by the Exchange,
or the Reporting Authority, or any agent of the Exchange, or any act, condition or cause beyond
the reasonable control of the Exchange or its agent, or the Reporting Authority, including, but not
limited to, fire; flood; extraordinary weather conditions; war; insurrection; riot; strike; accident; action
of government; communications or power failure; equipment or software malfunction; or any error,
omission or delay in the reporting of transactions in an underlying futures contract.
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(h)   The Exchange will file separate proposals under Section 19(b) of the Securities Exchange Act
of 1934 before listing and trading separate and distinct Managed Trust Securities. All statements or
representations contained in such rule filing regarding (a) the description of the index, portfolio or
reference asset, (b) limitations on index or portfolio holdings or reference assets, or (c) the applicability
of Exchange listing rules specified in such rule filing will constitute continued listing requirements. An
issuer of such securities must notify the Exchange of any failure to comply with such continued listing
requirements.

Supplementary Material:

.01 The Exchange requires that member organizations provide all purchasers of newly issued
Managed Trust Securities a prospectus for the series of Managed Trust Securities.

.02 Transactions in Managed Trust Securities will occur during the Exchange's normal trading
hours.

.03 The Exchange's rules governing the trading of equity securities apply.

.04 The Exchange will implement written surveillance procedures for Managed Trust Securities.

.05 If the Trust's advisor is affiliated with a broker-dealer, the broker-dealer will erect and
maintain a "firewall" around the personnel who have access to information concerning
changes and adjustments to the Disclosed Portfolio. Personnel who make decisions on the
Trust's portfolio composition must be subject to procedures designed to prevent the use and
dissemination of material nonpublic information regarding the applicable Trust portfolio.

Adopted: December 30, 2015 (NYSE-2015-67).
Amended: March 10, 2017 (NYSE-2016-44); December 21, 2017 (NYSE-2017-69); October 3, 2018 (NYSE-2018-30).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  The periodic distributions from each Holding Trust will be made immediately following the periodic
transfer of such income (after expenses) between the paired Holding Trusts under the terms of the
income distribution agreement as described in clause (g) of this definition.

2  When Holding Shares are redeemed in a paired optional redemption or upon early or final termination,
the settlement contracts between the two Holding Trusts provide for the appropriate transfer of assets
between the paired Holding Trusts so that the Holding Shares of each Holding Trust may be redeemed
in proportion to the per share underlying value of that Holding Trust.

3  The income distribution agreement between the two Holding Trusts provides for the periodic transfer
between the paired Holding Trusts of income (after payment of expenses) received by each Holding
Trust from the financial instruments held by that Holding Trust, with the amount of each periodic transfer
based on the proportionate change in the Reference Price from its starting level at one or more points
during the period following the previous periodic transfer of such income between the paired Holding
Trusts.
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Adopted: December 30, 2015 (NYSE-2015-67).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Adopted: December 30, 2015 (NYSE-2015-67).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Adopted: December 30, 2015 (NYSE-2015-67).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Adopted: December 30, 2015 (NYSE-2015-67).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, Rule 1., New
York Stock Exchange, “The Exchange”
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The term "the Exchange," when used with reference to the administration of any rule, means the New York Stock
Exchange LLC or the officer, employee, person, entity or committee to whom appropriate authority to administer
such rule has been delegated by the Exchange.

Unless otherwise indicated in the rule, the terms Board, Board of Directors, Chairman, Chairman of the Board,
Chief Executive Officer, or CEO refer to the Board, Board of Directors, Chairman, Chairman of the Board, Chief
Executive Officer and CEO of the Exchange.

The CEO or the Chief Regulatory Officer ("CRO") of the Exchange may formally designate one or more qualified
employees of Intercontinental Exchange Group, Inc. ("ICE") to act in place of any person named in a rule
as having authority to act under such rule in the event that the named person in the rule is not available to
administer that rule. For purposes of a designation by the CEO, a qualified employee is: 1) any officer of ICE
that the CEO deems to possess the requisite knowledge and job qualifications to administer that rule; or 2) any
employee of the Exchange that the CEO and the Board of Directors deem to possess the requisite knowledge
and job qualifications to administer that rule. For purposes of a designation by the CRO, a qualified employee
is: 1) any Exchange officer that the CRO deems to possess the requisite knowledge and job qualifications to
administer that rule; or 2) an Exchange employee that the CRO and the Exchange’s Regulatory Oversight
Committee deem to possess the requisite knowledge and job qualifications to administer that rule.

Amended: February 27, 2006, effective March 8, 2006 (NYSE-2005-77); March 31, 2010 (NYSE-2010-26); August 15, 2013
(NYSE-2013-42); May 13, 2014 (NYSE-2014-23); September 28, 2015 (NYSE-2015-27).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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(a)   The term “member,” when used to denote a natural person approved by the Exchange, means a natural
person associated with a member organization who has been approved by the Exchange and designated by
such member organization to effect transactions on the floor of the Exchange or any facility thereof.

(b)  

(i)   The term “member organization” means a registered broker or dealer (unless exempt pursuant to
the Securities Exchange Act of 1934) (the “Act”), including sole proprietors, partnerships, limited liability
partnerships, corporations, and limited liability corporations, approved by the Exchange pursuant to Rule
311. A registered broker or dealer must also be approved by the Exchange and authorized to designate an
associated natural person to effect transactions on the floor of the Exchange or any facility thereof.

(ii)   The term “member organization” also includes any registered broker or dealer which does not own
a trading license and agrees to be regulated by the Exchange as a member organization and which the
Exchange has agreed to regulate.

(iii)   The term "member organization" includes "member firm" and "member corporation."

(c)   The term “approved person” means a person (excluding a member, principal executive or employee of a
member organization, or governmental entity) who controls a member organization, is engaged in a securities
or kindred business that is controlled by a member or member organization, or is a U.S. registered broker-
dealer under common control with a member organization. “Governmental entity” means a sovereign nation,
state, or territory, or other political subdivision, agency, or instrumentality thereof.

(d)   The term "person" shall mean a natural person, corporation, limited liability company, partnership,
association, joint stock company, trust, fund or any organized group of persons whether incorporated or not.

(e)   The term "control" means the power to direct or cause the direction of the management or policies of
a person whether through ownership of securities, by contract or otherwise. A person shall be presumed to
control another person if such person, directly or indirectly,
 

(i)   has the right to vote 25 percent or more of the voting securities,

(ii)   is entitled to receive 25 percent or more of the net profits, or

(iii)   is a director, general partner or principal executive (or person occupying a similar status or
performing similar functions) of the other person.

Any person who does not so own voting securities, participate in profits or function as a director, general
partner or principal executive of another person shall be presumed not to control such other person. Any
presumption may be rebutted by evidence, but shall continue until a determination to the contrary has been
made by the Exchange.

(f)   The term "engaged in a securities or kindred business" shall mean transacting business generally as a
broker or dealer in securities, including but not limited to, servicing customer accounts or introducing them to
another person.
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(g)   The term "State" shall mean any state of the United States, the District of Columbia, Puerto Rico, the
Virgin Islands, or any other possession of the United States.

(i)   The term “Designated Market Maker” (“DMM”) shall mean an individual member, officer, partner,
employee or associated person of a Designated Market Maker Unit who is approved by the Exchange to act
in the capacity of a DMM.

(j)   The term “DMM unit” is a member organization or unit within a member organization that has met the
requirements of Rules 98 and 103. For purposes of Exchange rules and notwithstanding the foregoing, the
term "DMM unit" shall be interchangeable with the terms "DMM organization" or "DMM member organization."

• • • Supplementary Material 

.10   A registered broker dealer that is approved or deemed approved as a member organization of NYSE
American LLC ("NYSE American") pursuant to NYSE American Rule 2(b) - Equities shall be approved
as an Exchange member organization pursuant to Rule 2(b) and is exempt from Exchange new member
organization application fees set forth in the NYSE Price List.

.20   A natural person who has been approved or deemed approved as a member by NYSE American
pursuant to NYSE American Rule 2(a) - Equities and has been designated by an NYSE American member
organization to effect transactions on the Floor of NYSE American shall be approved as an Exchange
member pursuant to Rule 2(a).

Amended: March 26, 1970; February 1, 1973; August 9, 1976; July 13, 1978; April 2, 1979; January 21, 1981; February 27, 2006,
effective March 8, 2006 (NYSE-2005-77); October 12, 2007 (NYSE-2007-67); September 15, 2008 (NYSE-2008–80); September 29,
2008 (NYSE-2008–60); October 1, 2008 (NYSE-2008-70); October 24, 2008 (NYSE-2008-46); May 7, 2009 (NYSE-2009-43); July
16, 2009 (NYSE-2009-63); April 2, 2012 (NYSE-2012-06); September 7, 2012 (NYSE-2012-40); October 10, 2013 (NYSE-2013-66);
August 15, 2013 (NYSE-2013-42); July 3, 2014 (NYSE-2014-12); August 17, 2017 (NYSE-2017-41); September 11, 2018
(NYSE-2018-33).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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(a)   The Exchange, may, with approval of the Exchange Board of Directors and the NYSE Regulation
Board of Directors, adopt, amend or repeal such rules as it may deem necessary or proper, including
rules with respect to (i) the making and settling of Exchange Contracts, (ii) the access of members and
member organizations and their employees to and the conduct of members, member organizations and their
employees upon the floor of the Exchange and their use of Exchange facilities, (iii) insolvency of member
organizations, (iv) the formation of member organizations, the continuance thereof and the interests of
members, principal executives or other persons therein, (v) the partners, officers, directors, stockholders
and employees of member organizations, (vi) the offices of members, principal executives and member
organizations, (vii) the business conduct of members, principal executives and member organizations, (viii)
the business connections of members, principal executives and member organizations, and their association
with or domination by or over corporations or other persons engaged in the securities business, (ix) capital
requirements for member organizations, (x) the procedure for arbitration and dispute resolution, (xi) trading
licenses and the transfers thereof, (xii) types, terms, conditions and issuance of securities by member
organizations and trading in such securities, (xiii) the conduct and procedure for disciplinary hearings and
reviews there from, (xiv) the location and use on the floor of the Exchange of such facilities as may be
approved by the Exchange to permit members to send orders from the floor to other markets and receive
orders on the floor from other markets for the purchase or sale of securities traded on the Exchange, (xv)
options and other derivative trading, (xvi) matters related to non-member broker-dealers that choose to be
regulated by the Exchange, and (xvii) any other matter relevant to the conduct of the business of a securities
exchange and self-regulatory organization.

(b)   The Exchange may approve applications for the listing of securities and the admission of securities,
including securities on a "when issued" or "when distributed" basis, to dealings on the Exchange, and may
suspend dealings in such securities and may remove the same from listing.

(c)   The Exchange shall have general supervision over members, principal executives, member
organizations, employees of member organizations and over approved persons in connection with their
conduct of the business of member organizations. The Exchange shall have general supervision over other
broker-dealers that choose to be regulated by the Exchange. The Exchange may examine into the business
conduct and financial condition of members, principal executives, member organizations, employees of
member organizations, approved persons and other broker-dealers that choose to be regulated by the
Exchange. It shall have supervision over partnership and corporate arrangements and over all offices of such
members and member organizations, whether foreign or domestic, and over all persons employed by such
members organizations, and other broker-dealers that choose to be regulated by the Exchange and may
adopt such rules with respect to the employment, compensation and duties of such employees as it may
deem appropriate. It shall have supervision over all matters relating to the collection, dissemination and use
of quotations and of reports of prices on the Exchange. It shall have the power to approve or disapprove
any connection or means of communication with the floor and may require the discontinuance of any such
connection or means of communication. It may disapprove any member acting as a DMM or odd-lot dealer.

(d)   The Exchange shall adopt such rules as it deems necessary or appropriate for the discipline of
members, member organizations, principal executives, approved persons, and registered and non-registered
employees of member organizations and over other broker-dealers that choose to be regulated by the
Exchange for the violation of the Securities Exchange Act of 1934 (the Act), the rules of the Exchange and
for such other offenses as may be set forth in the rules of the Exchange. The Exchange shall also adopt
such rules as it deems necessary or appropriate governing the conduct of disciplinary proceedings including
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disciplinary hearings and reviews thereof. The determination and penalty, if any, of the Board after review
shall be final and conclusive, subject to the provisions of the Act.

(e)   The Exchange shall have jurisdiction after notice and a hearing to discipline members, member
organizations, principal executives, approved persons in connection with their conduct of the business of
a member organization, and registered or nonregistered employees of member organizations and other
broker-dealers that choose to be regulated by the Exchange. The Exchange may impose one or more of
the following disciplinary sanctions following a proceeding under Rule 475 or 476: expulsion, suspension;
limitation as to activities, functions, and operations, including the suspension or cancellation of a registration
in, or assignment of, one or more stocks, fine, censure, suspension or bar from being associated with any
member or member organization, or any other fitting sanction. The Exchange may impose one or more of the
disciplinary sanctions set forth in Rule 8310(a) following a proceeding under the Rule 9000 Series.

(f)   The Exchange shall have jurisdiction over any and all other functions of its members, member
organizations, principal executives and approved persons in connection with the conduct of the business of
member organizations, and registered or non-registered employees of members or member organizations
and other broker-dealers that choose to be regulated by the Exchange in order for the Exchange to comply
with its statutory obligation as a Self Regulatory Organization.

Amended:February 27, 2006, effective March 8, 2006 (NYSE-2005-77); September 15, 2008 (NYSE-2008-80); December 10, 2008
(NYSE-2008-127); July 1, 2013 (NYSE-2013-02).
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1. Without prior SEC approval, the Exchange or any entity with which it is affiliated shall not, directly or indirectly,
acquire or maintain an ownership interest in a member organization. In addition, a member organization shall not
be or become an affiliate of the Exchange, or an affiliate of any affiliate of the Exchange; provided, however, that,
if a director of an affiliate of a member organization serves as a director of ICE, this fact shall not cause such
member organization to be an affiliate of the Exchange, or an affiliate of an affiliate of the Exchange. The term
affiliate shall have the meaning specified in Rule 12b-2 under the Act. Nothing in this rule shall prohibit a member
organization from acquiring or holding an equity interest in ICE that is permitted by the ownership limitations
contained in the certificate of incorporation of ICE.

2. The holding company owning both the Exchange and Archipelago Securities L.L.C. shall establish and
maintain procedures and internal controls reasonably designed to ensure that Archipelago Securities, L.L.C.
does not develop or implement changes to its system on the basis of non-public information regarding planned
changes to Exchange systems, obtained as a result of its affiliation with the Exchange, until such information is
available generally to similarly situated members of the Exchange in connection with the provision of inbound
order routing to the Exchange.

Amended: February 27, 2006, effective March 8, 2006 (NYSE-2005-77); February 14, 2007 (NYSE-2006-120); September 29, 2008
(NYSE-2008–76); January 22, 2009 (NYSE-2008-120); March 25, 2013 (NYSE-2013-22); August 15, 2013 (NYSE-2013-42); May 13,
2014 (NYSE-2014-23).
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This Rule is not applicable to trading UTP Securities on the Pillar trading platform.

The term "security" or "securities" shall have the meaning given those terms in the Securities Exchange Act of
1934, as amended, and the General Rules and Regulations thereunder.

Amended: March 14, 1977; July 27, 2017 (NYSE-2017-35).
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This Rule is not applicable to trading UTP Securities on the Pillar trading platform.

The term "stock" includes voting trust certificates, certificates of deposit for stocks, rights, warrants, and other
securities of a type classified for trading as stocks by the Exchange.

Amended: March 26, 1970; July 27, 2017 (NYSE-2017-35).
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The term "bond" includes debentures, notes, certificates of deposit for bonds, debentures or notes, and other
securities of a type classified for trading as bonds by the Exchange.

Amended: March 26, 1970.
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The term "Floor" means the trading Floor of the Exchange and the premises immediately adjacent thereto, such
as the various entrances and lobbies of the 11 Wall Street, 18 New Street, 8 Broad Street, 12 Broad Street and
18 Broad Street Buildings, and also means the telephone facilities available in these locations.

Amended:June 14, 2007 (NYSE-2007-51).
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(a) The term “Trading Floor” means the restricted-access physical areas designated by the Exchange for the
trading of securities, commonly known as the “Main Room” and the “Buttonwood Room.”

(b) The Exchange's Trading Floor does not include (i) the areas in the "Buttonwood Room" designated by the
Exchange where NYSE American-listed options are traded, which, for the purposes of the Exchange's Rules,
shall be referred to as the "NYSE American Options Trading Floor" or (ii) the physical area within fully enclosed
telephone booths located in 18 Broad Street at the Southeast wall of the Trading Floor.

Adopted: March 2, 2009 (NYSE-2009-23).
Amended: May 7, 2009 (NYSE-2009-43); February 27, 2013 (NYSE-2013-13); September 15, 2016 (NYSE-2016-31); August 17, 2017
(NYSE-2017-41).
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This Rule is not applicable to trading UTP Securities on the Pillar trading platform.

The term “Exchange BBO” shall refer to the best bid or offer disseminated to the Consolidated Quotation System
(“CQS”) by the Exchange.

Adopted: October 24, 2008 (NYSE-2008-46).
Amended: July 27, 2017 (NYSE-2017-35).
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The term "delivery" means the delivery of securities on Exchange contracts, unless otherwise stated.
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The term "branch office manager" means a registered representative in charge of a branch office.
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The term "registered representative" means an employee engaged in the solicitation or handling of accounts
or orders for the purchase or sale of securities, or other similar instruments for the accounts of customers of
his employer or in the solicitation or handling of business in connection with investment advisory or investment
management services furnished on a fee basis by his employer.

Amended: July 17, 1969; May 2, 1974; February 4, 1988.
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Unless the context requires otherwise, the terms defined in Exchange Rules shall, for all purposes of the
Exchange Rules, have the meanings therein specified.

Amended: February 27, 2006, effective March 8, 2006 (NYSE-2005-77).
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This Rule is not applicable to trading UTP Securities on the Pillar trading platform.

Except as may be otherwise determined by the Exchange as to particular days, the term "business day" means
any day on which the Exchange is open for business: provided, however, on any business day that the banks,
transfer agencies and depositories for securities in New York State are closed:

(1)   deliveries or payments ordinarily due on such a day shall be due on the following business day;

(2)   such a day shall not be considered as a business day in determining the day for settlement of a contract,
the day on which stock shall be quoted ex-dividend or ex-rights, or in computing interest on contracts in
bonds or premiums on loans of securities; and

(3)   the right to mark to the market, to make reclamation, or to close contracts under Rule 284 shall not be
exercised on such a day.

For list of holidays on which the Exchange will not be open for business see Rule 51.

Amended: January 21, 1954; February 25, 2009 (NYSE-2009-17); July 1, 2009 (NYSE-2009-59); July 20, 2017 (NYSE-2017-33); July
27, 2017 (NYSE-2017-35).
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With the exception of the definition of a “retail” modifier in Rule 13(f)(2), this Rule is not applicable to trading UTP
Securities on the Pillar trading platform.

Unless otherwise specified in this Rule, Rule 70 (for Floor brokers), or Rule 104 (for DMMs), orders and
modifiers are available for all member organizations.

(a) Primary Order Types. All orders entered electronically at the Exchange are eligible for automatic execution
consistent with the terms of the order and Rules 1000 - 1004. Interest represented manually by a Floor broker is
not eligible for automatic execution.

(1) Market Order. A Market Order that is eligible for automatic executions is an unpriced order to buy or sell a
stated amount of a security that is to be traded at the best price obtainable without trading through the NBBO.

(A) Definitions for purposes of Market Orders:

(i) The term “Away Market” means any exchange with which the Exchange maintains an electronic linkage and
which provides instantaneous responses to order routed from the Exchange.

(ii) The term “NBBO” means the national best bid or offer and the terms “NBB” means the national best bid and
“NBO” means the national best offer.

(iii) the term “working price” means the price at which an order is eligible to trade at any given time.

(iv) The term “MPV” means the minimum price variation for quoting and entry of orders as specified in
Supplementary Material .10 to Rule 62.

(B) When the Exchange is open for continuous trading, a Market Order will operate as follows:

(i) A Market Order will be rejected on arrival or cancelled if resting if there is no contra-side NBBO.

(ii) On arrival, a Market Order to buy (sell) is assigned a working price of the NBO (NBB) and will trade with all
sell (buy) orders on the Exchange priced at or below (above) the NBO (NBB) before routing to the NBO (NBB)
on an Away Market. The quantity of a Market Order to buy (sell) not traded or routed will remain undisplayed
on the Exchange at a working price of the NBO (NBB) and be eligible to trade with incoming sell (buy) orders at
that price. When the NBO (NBB) is updated, the Market Order to buy (sell) will be assigned a new working price
of the updated NBO (NBB) and will trade with all sell (buy) orders on the Exchange priced at or below (above)
the updated NBO (NBB) before routing to the updated NBO (NBB) on an Away Market. Such assessment will
continue at each new contra-side NBBO until the order is filled or a Trading Collar is reached. If the NBBO
becomes locked or crossed either on arrival or while the order is held undisplayed, the Market Order to buy (sell)
will be assigned a working price of the NBB (NBO).

(iii) Unexecuted Market Orders that are held undisplayed in Exchange systems will not be available to the DMM
either as part of the aggregated interest at a price point or in disaggregated form and will not participate in intra-
day manual executions.

(C) A Market Order will participate in auctions as follows:

(i) A Market Order that was entered before the opening of trading, or was entered before or during a halt, pause,
or suspension in trading, will be made available to the DMM as provided for in Rule 104(a)(2) and (3) and will be
included in Order Imbalance Information and allocated in the applicable auction as a Market Order.

(ii) A Market Order that was entered during continuous trading and remains unexecuted for the close will be
made available to the DMM as provided for in Rule 104(a)(3) and will be included in Order Imbalance Information
and allocated in the closing transaction as a Limit Order with its limit price being the last working price assigned
to the unexecuted Market Order.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

195

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+SX-PMANU-NYSE13%2930c8dd067b071000906400215ad78774013?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


(iii) During a Short Sale Period, as defined in Rule 440B(d), a short sale Market Order re-priced to a Permitted
Price, as defined in Rule 440B(e), will be made available to the DMM as provided for in Rules 104(a)(2) and (3)
and will be included in Order Imbalance Information and allocated in the applicable auction as a Limit Order with
its limit price being the last Permitted Price assigned to the short sale Market Order.

(D) For Market Orders that are not eligible for automatic executions, a Market Order is an order to buy or sell
a stated amount of a security at the most advantageous price obtainable after the order is represented in the
Trading Crowd or routed to Exchange systems. If a Market Order to sell has exhausted all eligible buy interest,
any unfilled balance of the Market Order to sell will be cancelled.

(2) Limit Order. An order to buy or sell a stated amount of a security at a specified price or better. A marketable
Limit Order is a Limit Order to buy (sell) at or above (below) the Exchange best offer (bid) for the security.

(A) Limit Order Price Protection. A Limit Order to buy (sell) will be rejected if it is priced at or above (below) a
specified percentage away from the NBO (NBB).

(i) If the NBB or the NBO is greater than $0.00 up to and including $25.00, the specified percentage will be 10%.
If the NBB or NBO is greater than $25.00 up to and including $50.00, the specified percentage will be 5%. If the
NBB or NBO is greater than $50.00, the specified percentage will be 3%. If the NBBO is crossed, the Exchange
will use the Exchange Best Offer ("BO") instead of the NBO for buy orders and the Exchange Best Bid ("BB")
instead of the NBB for sell orders. If the NBBO is crossed and there is no BO (BB), Limit Order Price Protection
will not be applied to an incoming Limit Order to buy (sell). Limit Order Price Protection will also not be applied to
an incoming Limit Order to buy (sell) if there is no NBO (NBB). If the specified percentage is not in the minimum
price variation ("MPV") for the security, as defined in Supplemental Material .10 to Rule 62, it will be rounded
down to the nearest price at the applicable MPV.

(ii) Limit Order Price Protection will be applicable only when automatic executions are in effect. Limit Order Price
Protection will not be applicable: (a) before a security opens for trading or during a trading halt or pause; (b)
during a trading suspension; (c) to incoming Auction Only Orders; and (d) to high-priced securities, as defined in
Rule 1000(a)(iii).

(b) Time in Force Modifiers

(1) Day. A Market Order or Limit Order that, if not executed, expires at the end of the 9:30 a.m. to 4:00 p.m.
trading session on the day on which it was entered.

(2) Immediate or Cancel (“IOC”).

(A) Regulation NMS-compliant IOC Order: A Limit Order designated IOC that will be automatically executed
against the displayed quotation up to its full size and sweep the Exchange’s book, as provided in Rule 1000,
to the extent possible without being routed elsewhere for execution, and the portion not so executed will be
immediately and automatically cancelled. A Regulation NMS-compliant IOC Order must be designated in the
manner provided by the Exchange. If not so designated, the order will be treated as a NYSE IOC Order.

(B) NYSE IOC Order: A Limit Order designated IOC that will be automatically executed against the displayed
quotation up to its full size and sweep the Exchange book, as provided in Rule 1000 to the extent possible,
with portions of the order routed to other markets if an execution would trade through a protected quotation, in
compliance with Regulation NMS. The portion of the order not so executed will be immediately and automatically
cancelled.

(C) IOC-MTS Order: Any order with an IOC modifier, including an ISO, may include a minimum trade size
("MTS") instruction. For each incoming IOC-MTS order, Exchange systems will evaluate whether contra-side
displayable and nondisplayable interest on Exchange systems can meet the MTS and will reject such incoming
IOC-MTS order if Exchange contra-side volume cannot meet the MTS. An NYSE IOC order with an MTS may
result in an execution in an away market. The Exchange will reject any IOC-MTS orders if the security is not
open for trading, or if auto-execution is suspended.
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(D) Any IOC order without an MTS may be entered before the Exchange opening for participation in the
opening trade. If not executed as part of the opening trade, the order, or part thereof, will be immediately and
automatically cancelled.

(E) A NYSE IOC order without an MTS received during a trading halt will be held for participation in the
reopening trade. If not executed as part of the reopening trade, the order, or part thereof, will be immediately and
automatically cancelled.

(c) Auction-Only Orders

(1) Closing Offset (“CO”) Order. A day Limit Order to buy or sell as part of the closing transaction where the
eligibility to participate in the closing transaction is contingent upon: (i) an imbalance in the security on the
opposite side of the market from the CO Order; (ii) after taking into account all other types of interest eligible
for execution at the closing price, there is still an imbalance in the security on the opposite side of the market
from the CO Order; and (iii) the limit price of the CO Order being at or within the price of the closing transaction.
CO Orders eligible to participate in the closing transaction are executed in time priority of receipt by Exchange
systems, up to the size of the imbalance in the security, on the opposite side of the market from the CO Order.
Any eligible CO Orders not executed due to trading halt (as defined in Rule 123D) or insufficient volume of the
contra side imbalance will be cancelled.

(2) Limit-on-Close (“LOC”) Orders. An LOC Order is a Limit Order in a security that is entered for execution at the
closing price of the security on the Exchange provided that the closing price is at or within the specified limit. If
not executed due to a trading halt or because, by its terms it is not marketable at the closing price, the order will
be cancelled.

(3) Limit-on-Open (“LOO”) Orders. A LOO Order is a Limit Order in a security that is to be executed on the
opening or reopening trade of the security on the Exchange. A LOO Order, or part thereof, will be immediately
and automatically cancelled if by its terms it is not marketable at the opening price, it is not executed on the
opening trade of the security on the Exchange, or if the security opens on a quote. LOO Orders can be entered
before the open to participate on the opening trade or during a trading halt or pause to participate on a reopening
trade.

(4) Market-on-Close (“MOC”) Orders. An MOC Order is a Market Order in a security that, by its terms, is to be
executed in its entirety at the closing price. If not executed due to tick restrictions or a trading halt the order will
be cancelled.

(5) Market-on-Open (“MOO”) Orders. A MOO Order is a Market Order in a security that is to be executed in its
entirety on the opening or reopening trade of the security on the Exchange. A MOO Order will be immediately
and automatically cancelled if the security opens on a quote. MOO Orders can be entered before the open to
participate on the opening trade or during a trading halt or pause to participate on a reopening trade.

(d) Orders with Instructions Not to Display All or a Portion of the Order

(1) Mid-Point Passive Liquidity (“MPL”) Order

(A) An MPL Order is an undisplayed Limit Order that automatically executes at the mid-point of the protected
best bid or offer ("PBBO"). An MPL Order is not eligible for manual executions, openings, re-openings, or closing
transactions. An MPL Order will interact with incoming orders, including another MPL Order, but not an incoming
Limit Order designated ALO. An MPL Order will not execute if the market is locked or crossed. When the market
unlocks or uncrosses, the Exchange will execute all eligible MPL Orders, excluding MPL-ALO Orders described
in paragraph (d)(1)(E), and other hidden interest eligible to execute at the midpoint of the PBBO. An MPL Order
may execute at prices out to four decimals. An MPL Order will not be eligible to trade if it would trade at a price
below $1.00 or if the execution price would be out to five decimal places above $1.00. MPL Orders are allocated
consistent with Rule 72. The time priority of an MPL Order is based on its time of entry into Exchange systems
and does not reset when an MPL Order's price shifts due to changes in the PBBO.

(B) The following interest may not be designated as an MPL Order:
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(i) DMM interest entered via the Capital Commitment Schedule pursuant to Rule 1000;

(ii) d-Quotes;

(iii) Pegging Interest;

(iv) High-priced securities, as defined in Rule 1000(a)(vi); or

(v) Retail Orders or Retail Price Improvement Orders, as defined in Rule 107C.

(C) An MPL Order may include a Minimum Triggering Volume ("MTV") and will not be eligible to trade unless
the aggregated contra-side quantity of all interest marketable at the mid-point of the PBBO is equal to or greater
than the MPL Order's MTV. There will not be a guaranteed trade size based on the MTV. Exchange systems will
enforce an MTV restriction even if the unexecuted portion of an MPL Order with an MTV is less than the MTV.
An MPL Order that includes an MTV will be rejected if it also includes an STP designation.

(D) An MPL Order with an STP Modifier will never execute against either another MPL Order or non-MPL Order
with an STP Modifier with the same MPID. Exchange systems will cancel an MPL Order with an STP Modifier
based only on another MPL Order with an STP modifier with the same MPID. If an MPL Order with an STP
Modifier would participate in an execution with a non- MPL Order with an STP Modifier with the same MPID, the
MPL Order will be deemed ineligible and will not be elected to participate in the trade.

(E) An MPL Order with an ALO Modifier ("MPL-ALO Order") will not execute on arrival even if marketable, except
a non-marketable MPL-ALO Order may trigger a d-Quote. An MPL-ALO Order will remain non-displayed until
triggered to trade by arriving marketable interest. If triggered to trade, an MPL-ALO Order will be eligible to trade
with both arriving and resting contra-side interest, but will not trade with a contra-side MPL-ALO Order. If an
MPL-ALO Order trades with resting interest, the MPL-ALO Order will be considered the liquidity providing order.
A resting MPL-ALO Order is not eligible to trade when same-side arriving interest triggers a trade with contra-
side interest. An MPL-ALO Order must be at least one round lot.

(2) Reserve Orders

(A) As used in this rule, the term "displayable" shall mean that portion of a nonmarketable Reserve Order that
would be published as, or as part of, the Exchange BBO. The term "displayed interest" includes that part of a
Reserve Order that is published as, or as part of, the Exchange BBO.

(B) The term "Reserve Order" shall mean a Limit Order entered into Exchange systems that may contain
displayable and non-displayable interest.

(C) Minimum Display Reserve Order. A "Minimum Display Reserve Order" is a Limit Order that shall have a
portion of the interest displayed when the order is or becomes the Exchange BBO and a portion of the interest
(reserve interest) that is not displayed. When executions of the displayed interest reduce that portion below the
interest designated to be displayed, the reserve interest will replenish the displayed interest. A Minimum Display
Reserve Order must have a minimum of one round lot displayable. Each time a Minimum Display Reserve Order
is replenished from reserve interest, a new time-stamp is created for the replenished portion of that Minimum
Display Reserve Order, while the reserve interest retains the time-stamp of its original entry. The portion of the
interest displayed when the order is or becomes the Exchange BBO is included in the information available for
dissemination by the DMM. A Minimum Display Reserve Order shall participate in both automatic and manual
executions.

(D) Non-Displayed Reserve Order. A "Non-Displayed Reserve Order" is a Limit Order that is not displayed, but
remains available for potential execution against all incoming automatically executing orders until executed in full
or cancelled. A Non-Displayed Reserve Order shall not participate in manual executions.

(E) The reserve interest of a Reserve Order is available for execution only after all displayable interest at that
price point has been executed. If an execution takes place at a price that is other than the Exchange BBO, all
available reserve interest of a Reserve Order will trade on parity with other reserve interest at that price point
after all displayable interest has been executed in accordance with Rule 72. For executions that take place at a
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price point other than the Exchange BBO, reserve interest will not replenish the displayable portion of a Minimum
Display Reserve Order.

(e) Orders with Instructions Not to Route

(1) Add Liquidity Only ("ALO") Modifier

(A) An order designated ALO does not route and will not remove liquidity from the Exchange's book. ALO
modifiers are available for day Limit Orders and MPL Orders. MPL Orders designated ALO are governed by
paragraph (d)(1)(E) of this Rule. Limit Orders designated ALO may participate in openings, re-openings, or
closings, but the ALO designation shall be ignored. Upon entry, Limit Orders designated ALO must have a
minimum of one displayable round lot.

(B) If, at the time of entry, a Limit Order designated ALO is marketable against Exchange interest or would lock
or cross a protected quotation in violation of Rule 610(d) of Regulation NMS, the order shall be re-priced and
displayed one minimum price variation, as defined in supplementary material .10 to Rule 62, below the best-
priced sell interest (for bids) or above the best-priced buy interest (for offers). If the best-priced sell interest
is re-priced higher, an order to buy designated ALO shall be re-priced and re-displayed higher, up to its limit
price. If the best-priced buy interest is re-priced lower, an order to sell designated ALO shall be re-priced and
re-displayed lower, down to its limit price. A limit order designated ALO shall not be re-priced if it is displayed at
its limit price or if the best-priced sell interest is re-priced lower (for bids) or if the best-priced buy interest is re-
priced higher (for offers). A Limit Order designated ALO shall receive a new time stamp each time it is re-priced
and re-displayed.

(C) The following interest may not be designated ALO:

(i) DMM interest entered via the Capital Commitment Schedule;

(ii) d-Quotes;

(iii) Sell "Plus" - Buy "Minus" Orders;

(iv) Non-Display Reserve Orders or Non-Display Reserve e-Quotes;

(v) Retail Orders or Retail Price Improvement Orders; or

(vi) High-priced securities, as defined in Rule 1000(a)(vi).

(D) A Limit Order designated ALO shall not trigger a contra-side MPL Order to trade.

(2) Do Not Ship ("DNS") Order. A Limit Order to buy or sell that is to be quoted and/or executed in whole or in
part on the Exchange. An order so marked, or part thereof, will be immediately and automatically cancelled if
compliance with Exchange rules or federal securities laws requires that all or part of such order be routed to
another market center for execution. If quoting a DNS order will cause the locking or crossing of another market
center in violation of Exchange Rule 19 (Locking or Crossing Protected Quotations in NMS Stocks), the DNS
order will be immediately and automatically cancelled. When a DNS order is not eligible to be traded, the order
will be placed on Exchange systems at its limit price.

(3) Intermarket Sweep Order (“ISO”)

(A) An ISO is a Limit Order designated for automatic execution in a particular security that is never routed to an
away market, may trade through a protected bid or offer, and will not be rejected or cancelled if it would lock,
cross, or be marketable against an away market provided that it meets the following requirements:

(i) It is identified as an ISO in the manner prescribed by the Exchange; and

(ii) Simultaneously with the routing of an ISO to the Exchange, one or more additional Limit Orders, as
necessary, are routed to execute against the full displayed size of any protected bid (as defined in (e)(3)(D),
below) in the case of a limit order to sell, or the full displayed size of any protected offer (as defined in (e)(3)(D),
below) in the case of a Limit Order to buy. These additional routed orders must be identified as ISOs.
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(B) An ISO designated IOC ("IOC ISO") will be immediately and automatically executed against the displayed
bid (offer) up to its full size in accordance with and to the extent provided by Exchange Rules 1000 - 1004 and
will then sweep the Exchange’s book as provided in Rule 1000(d)(iii), and the portion not so executed will be
immediately and automatically cancelled.

(C) An ISO designated day ("Day ISO"), if marketable upon arrival, will be immediately and automatically
executed against the displayed bid (offer) up to its full size in accordance with and to the extent provided by
Exchange Rules 1000 - 1004 and will then sweep the Exchange’s book as provided in Rule 1000(d)(iii). Any
unexecuted portion of a Day ISO shall be posted to the Exchange's book at its limit price and may lock or cross a
protected quotation that was displayed at the time of arrival of the Day ISO. Upon entry, a Day ISO must have a
minimum of one displayable round lot and may be designated ALO.

(i) If after posting to the Book, a Day ISO would lock or cross a protected quotation in violation of Rule 610(d) of
Regulation NMS, the Exchange shall re-price and re-display the Day ISO consistent with paragraph (e)(1)(B) in
this Rule.

(ii) A Day ISO designated ALO that is marketable upon arrival against Exchange interest shall be re-priced
and displayed one minimum price variation, as defined in supplementary material .10 to Rule 62, below the
Exchange's best-priced non- MPL Order sell interest (for bids) or above the Exchange's best-priced non-MPL
Order buy interest (for offers). After being displayed on the Exchange's book, a Day ISO designated ALO shall
be re-priced and re-displayed consistent with paragraph (e)(1)(B) in this Rule.

(D) A "protected bid or offer," as defined in Section 242.600(b)(57) of Regulation NMS, means a quotation in a
Regulation NMS stock that:

(i) is displayed by an automated trading center, as defined in Section 242.600 (b)(4) of Regulation NMS;

(ii) is disseminated pursuant to an effective national market system plan, as defined in Section 242.600(b)(43) of
Regulation NMS; and

(iii) is an automated quotation, as defined in Section 242.600(b)(3) of Regulation NMS, that is the best bid or
offer of another market center, as defined in Section 242.600(b)(38).

(E) Sell "Plus" - Buy "Minus" Orders, Non-Display Reserve Orders, and Non- Display Reserve e-Quotes may
not be entered as an IOC ISO or Day ISO and high-priced securities, as defined in Rule 1000(a)(vi), may not be
entered as an IOC ISO.

(f) Additional Order Instructions and Modifiers:

(1) Pegging Interest

(A) "Pegging interest" means displayable or non-displayable interest to buy or sell at a price set to track the best
protected bid ("PBB") or the best protected offer ("PBO") (collectively, the "PBBO") as the PBBO changes and:

(i) must be an e-Quote or d-Quote, provided that:

(a) such interest does not include a sell "plus" or buy "minus" instruction;

(b) Exchange systems shall reject a pegging e-Quote or d-Quote that is entered 10 seconds or less before the
scheduled close of trading; and

(c) discretionary instructions associated with a pegging d-Quote shall move as the d-Quote pegs to the PBBO,
subject to any price range and limit price that may be specified;

(ii) shall peg only when auto-quoting is active;

(iii) shall peg only to prices based on:

(a) a protected bid or offer, which may be available on the Exchange or an away market, or

(b) interest that establishes a price on the Exchange; and

(iv) shall peg only within the specified price range of the pegging interest.
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(a) If the PBBO is not within the specified price range, the pegging interest shall instead peg to the next available
best-priced displayable interest that is within the specified price range.

(b) Buy (sell) pegging interest that has reached its specified price range shall remain at that price if the PBBO
goes beyond such price range. If the PBBO returns to a price within the specified price range, the pegging
interest shall resume pegging.

(B) Pegging interest to buy (sell) pegs to the PBB (PBO) and:

(i) shall not peg to the PBB (PBO) if the PBBO is locked or crossed or to a price that is locking or crossing the
Exchange best offer (bid), but instead shall peg to the next available best-priced displayable interest that would
not lock or cross the Exchange best offer (bid) or the PBO (PBB);

(ii) shall not establish or sustain a PBB (PBO) as a result of pegging;

(iii) may establish an Exchange best bid (offer);

(iv) may be designated with a minimum size of same-side volume to which such pegging interest shall peg. If the
PBBO cannot meet the minimum size designation, the pegging interest will peg to the next available best-priced
displayable interest without regard to size; and

(v) if it includes ALO Modifier instructions, shall not peg to a price that would result in it executing before
displaying and shall instead peg one minimum price variation below (above) the undisplayed Exchange sell (buy)
interest against which it would have otherwise executed.

(2) Retail Modifier

(A) An order designated with a "retail" modifier is an agency order or a riskless principal order that meets the
criteria of FINRA Rule 5320.03 that originates from a natural person and is submitted to the Exchange by a
member organization, provided that no change is made to the terms of the order with respect to price or side of
market and the order does not originate from a trading algorithm or any other computerized methodology. An
order with a "retail" modifier is separate and distinct from a "Retail Order" under Rule 107C.

(B) "Retail" modifier designation. A member organization shall designate an order as "retail" in a form and/or
manner prescribed by the Exchange.

(C) To submit a "retail" order, a member organization must submit an attestation, in a form prescribed by the
Exchange, that substantially all orders submitted as "retail" will qualify as such under paragraph (f)(4)(A) above.

(D) A member organization must have written policies and procedures reasonably designed to assure that
it will only designate orders as "retail" if all requirements of paragraph (f)(4)(A) above are met. Such written
policies and procedures must require the member organization to (i) exercise due diligence before entering
a "retail" order to assure that entry as a "retail" order is in compliance with the requirements of paragraph (f)
(4)(A) above, and (ii) monitor whether orders entered as "retail" orders meet the applicable requirements. If a
member organization represents "retail" orders from another broker-dealer customer, the member organization's
supervisory procedures must be reasonably designed to assure that the orders it receives from such broker-
dealer customer that it designates as "retail" orders meet the definition of a "retail" order in paragraph (f)(4)(A)
above. The member organization must (i) obtain an annual written representation, in a form acceptable to the
Exchange, from each broker-dealer customer that sends it orders to be designated as "retail" orders that entry
of such orders as "retail" orders will be in compliance with the requirements of paragraph (f)(4)(A) above; and (ii)
monitor whether its broker-dealer customer's "retail" order flow meets the applicable requirements.

(E) Failure to Abide by Requirements.

(i) If a member organization designates orders submitted to the Exchange as "retail" orders and the Exchange
determines, in its sole discretion, that such orders fail to meet any of the requirements set forth in paragraph (f)
(4)(A) – (D) above, the Exchange may disqualify a member organization from submitting "retail" orders.
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(ii) Disqualification Determinations. The Exchange shall determine if and when a member organization is
disqualified from submitting "retail" orders. When disqualification determinations are made, the Exchange shall
provide a written disqualification notice to the member organization.

(iii) Appeal and/or Resubmission of Attestation. A member organization that is disqualified under this paragraph
(f)(4)(E) may: (A) appeal such disqualification as provided in paragraph (f)(4)(F) below; and/or (B) resubmit the
attestation described in paragraph (f)(4)(C) above 90 days after the date of the disqualification notice from the
Exchange.

(F) Appeal of Disqualification.

(i) If a member organization disputes the Exchange's decision to disqualify it from submitting "retail" orders,
the member organization may request, within five business days after notice of the decision is issued by the
Exchange, that the "retail" order "Hearing Panel" review the decision to determine if it was correct.

(ii) The Hearing Panel shall consist of the NYSE's Chief Regulatory Officer ("CRO"), or a designee of the CRO,
and two officers of the Exchange designated by the Chief Executive Officer of ICE Group.

(iii) The Hearing Panel shall review the facts and render a decision within the time frame prescribed by the
Exchange.

(iv) The Hearing Panel may overturn or modify an action taken by the Exchange under this Rule. A determination
by the Hearing Panel shall constitute final action by the Exchange.

(3) Self-Trade Prevention ("STP") Modifier

(A) An incoming order designated with an STP modifier will be prevented from executing against a resting
opposite-side order also designated with an STP modifier with the same market participant identifier ("MPID").
The STP modifier on the incoming order controls the interaction between two orders marked with STP modifiers.
An incoming order with an STP modifier will execute against all available opposite-side interest in Exchange
systems, displayed or non-displayed, pursuant to Rule 72, and will be evaluated for cancellation by Exchange
systems only to the extent that it would execute against opposite-side interest with an STP modifier with the
same MPID. For the purposes of this Rule, "incoming order" means: (i) orders that have arrived at the Exchange,
including those orders that have been routed to an away market and returned to the Exchange unexecuted; and
(ii) orders that are repriced due to the operation of Limit Up/Limit Down price bands or Short Sale Restrictions, as
well as tick sensitive instructions.

(B) Eligible Order Types. The STP modifier is available for Limit Orders and Market Orders entered by off-Floor
participants, and for e-Quotes, pegging e-Quotes, and g-Quotes. Exchange systems shall reject all MTS-IOC
orders with an STP modifier. The STP modifier is not available for d-Quotes or DMM interest. STP modifiers
will not be active and will be ignored for RPI, Floor broker cross, opening, re-opening, and closing transactions.
STP modifiers will not be active for Type 1 designated Retail Orders in all situations and will be ignored. STP
modifiers will not be active for Type 2 and Type 3 designated Retail Orders when they first interact with contra-
side RPI, however once they enter the Exchange's system to be executed as an Immediate or Cancel Order,
normal processing of the STP modifier will occur.

(C) STP Modifiers.

(i) STP Cancel Newest ("STPN"). An incoming order marked with the STPN modifier will not execute against
opposite-side resting interest marked with any of the STP modifiers with the same MPID. After executing against
any resting opposite-side interest that does not have an STP modifier with the same MPID, the remaining
balance, if any, of the incoming order marked with the STPN modifier will be cancelled back to the originating
member organization at the first price point where there is opposite-side interest marked with any of the
STP modifiers with the same MPID. The resting interest marked with one of the STP modifiers will remain in
Exchange systems.

(ii) STP Cancel Oldest ("STPO"). An incoming order marked with the STPO modifier will not execute against
opposite-side resting interest marked with any of the STP modifiers with the same MPID. At each price point
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where an incoming STPO order is eligible to execute, all resting interest marked with the matching STP modifier
will be cancelled back to the originating member organization. The remaining balance, if any, of the incoming
order marked with one of the STP modifiers will remain in Exchange systems unless marked as an immediate or
cancel order.

(4) Buy Minus Zero Plus Instruction

(A) An order with an instruction to Buy Minus Zero Plus will not trade at a price that is higher than the last sale,
subject to the limit price of an order, if applicable.

(B) Buy Minus Zero Plus instructions are available for Limit Orders only. Orders with a Buy Minus Zero Plus
instruction that are systemically delivered to Exchange systems will be eligible to be automatically executed in
accordance with, and to the extent provided by, Rules 1000 - 1004, consistent with the order's instructions.

(C) Odd-lot sized transactions shall not be considered the last sale for purposes of executing Buy Minus Zero
Plus orders.

• • • Supplementary Material 

.10   For purposes of displaying and ranking a Limit Order with an Add Liquidity Only (ALO) modifier, the
term "best-priced sell interest" refers to the lowest priced sell interest against which incoming buy interest
would be required to execute, including Exchange displayed offers, Non-Display Reserve Orders, Non-
Display Reserve e- Quotes, odd-lot sized sell interest, and unexecuted Market Orders, and the lowest-priced
protected offers on away markets, but does not include non-displayed sell interest that is priced based on the
PBBO and the term "best-priced buy interest" refers to the highest priced buy interest against which incoming
sell interest would be required to execute, including Exchange displayed bids, Non-Display Reserve Orders,
Non- Display Reserve e- Quotes, odd-lot sized buy interest, and unexecuted Market Orders, and the highest-
priced protected bids on away markets, but does not include non-displayed buy interest that is priced based
on the PBBO.

.20   Except as may be otherwise specified in this Rule, all members shall use reasonable diligence in the
handling of any order, as defined in this Rule, entrusted to them for execution to obtain the best price or
prices for their customer, consistent with the terms of the order. Generally, an instruction that an order is
“not held” refers to an unpriced, discretionary order voluntarily categorized as such by the customer and with
respect to which the customer has granted the member or member organization price and time discretion.

Adopted: May 20, 1965, effective May 21, 1965.
Amendments: December 12, 1974; May 18, 1977; August 11, 1978; August 31, 1987; May 24, 1991; June 17, 1991; November
27, 1991; April 15, 1994; May 28, 1998; March 1, 1999; December 22, 2000 (SR-NYSE-00-18, SR-NYSE-00-18 AMENDMENT #1,
SR-NYSE-00-18 AMENDMENT #2); December 22, 2000 (SR-NYSE-00-53); July 30, 2001 (SR-NYSE-2001-08); December 21,
2000 (SR-NYSE-99-24); December 18, 2002 (2002-37); April 9, 2002 effective May 8, 2002 (SR-NYSE-2002-07); April 2, 2003 (SR-
NYSE-2002-55); November 12, 2003 (SR-NYSE-2003-30) pilot extension to Dec. 23, 2004; March 4, 2005 (NYSE-2004-61); July
28, 2005 (NYSE-2005-49 and NYSE-2005-51); December 14, 2005 (SR-NYSE-2005-87); March 22, 2006 (NYSE-2004-05); May 11,
2006 (NYSE-2006-33); October 5, 2006 (NYSE-2006-82); October 5, 2006 (NYSE-2006-36); October 18, 2006 (NYSE-2006-87);
November 27, 2006 (NYSE-2006-65); January 10, 2007 (NYSE-2006-90); March 20, 2007 (NYSE-2006-37); April 5, 2007
(NYSE-2007-29); May 15, 2007 (NYSE-2007-24); January 15, 2008 (NYSE-2007-120); February 8, 2008 (NYSE-2008-11); April 18,
2008 (NYSE-2008-30); May 27, 2008 (NYSE-2008-37); October 1, 2008 (NYSE-2008-92); October 24, 2008 (NYSE-2008-46); January
22, 2009 (NYSE-2008-119); February 18, 2009 (NYSE-2009-13); March 12, 2009 (NYSE-2009-28); June 18, 2009 (NYSE-2009-45);
September 1, 2009 (NYSE-2009-85); March 1, 2010 (NYSE-2009-111); July 27, 2010 (NYSE-2010-43); February 11, 2011
(NYSE-2011-03); August 17, 2012 (NYSE-2012-19); November 27, 2012 (NYSE-2012-65); February 7, 2013 (NYSE-2013-12); March
11, 2013 (NYSE-2013-17); May 2, 2013 (NYSE-2013-30); December 23, 2013 (NYSE-2013-21); January 16, 2014 (NYSE-2013-71);
February 5, 2014 (NYSE-2014-07); April 8, 2014 (NYSE-2014-16); May 27, 2014 (NYSE-2014-26); October 9, 2014 (NYSE-2014-32);
January 15, 2015 (NYSE-2015-01); March 24, 2015 (NYSE-2015-12); July 13, 2015 (NYSE-2015-15); December 15, 2015
(NYSE-2015-60); March 23, 2016 (NYSE-2016-23); May 19, 2016 (NYSE-2016-35); August 25, 2016 (NYSE-2016-59); December 21,
2016 (NYSE-2016-85); March 26, 2018 (NYSE-2017-36); April 30, 2018 (NYSE-2018-17).
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NYSE Guide, Regulation, Rule 14., New York Stock
Exchange, Bid or Offer Deemed Regular Way
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This Rule is not applicable to trading UTP Securities on the Pillar trading platform.

Bids and offers will be considered to be "regular way." Regular way settlement for U.S. Government Securities
pursuant to Rule 66 requires delivery on the business day following the day of the trade.

Amendments: July 1, 2009 (NYSE-2009-59); October 9, 2009 (NYSE-2009-102); July 27, 2010 (NYSE-2010-43); February 10, 2017
(NYSE-2016-87); July 20, 2017 (NYSE-2017-33); July 27, 2017 (NYSE-2017-35).
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NYSE Guide, Regulation, Rule 15., New York Stock Exchange, Pre-
Opening Indications and Opening Order Imbalance Information
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This Rule is not applicable to trading UTP Securities on the Pillar trading platform.

(a) Pre-Opening Indications: A pre-opening indication will include the security and the price range within which
the opening price is anticipated to occur. A pre-opening indication will be published via the securities information
processor and proprietary data feeds.

(b) Conditions for publishing a pre-opening indication:

(1) A DMM will publish a pre-opening indication, as described in paragraph (e), (i) before a security opens
if the opening transaction on the Exchange is anticipated to be at a price that represents a change of
more than the “Applicable Price Range,” as specified in paragraph (d) of this Rule, from a specified
“Reference Price,” as specified in paragraph (c) of this Rule; or (ii) if a security has not opened by
10:00 a.m. Eastern Time.

(2) When making the determination of what the opening transaction price will be, the DMM will take into
consideration all interest eligible to participate in the opening transaction, including electronically-
entered orders, the DMM’s own interest, and any interest represented orally in the Crowd.

(3) If a DMM is unable to publish a pre-opening indication for one or more securities due to a systems or
technical issue, the Exchange may publish a pre-opening indication for that security(ies).

(c) Reference Price.

(1) The Reference Price for a security, other than an American Depositary Receipt (“ADR”), will be:

(A) the security’s Official Closing Price on the Exchange, adjusted as applicable based on the
publicly disclosed terms of a corporate action;

(B) the security's offering price in the case of an initial public offering ("IPO");
(C) the security's last reported sale price on the securities market from which the security is

being transferred to the Exchange, on the security's first day of trading on the Exchange
("transferred security"); or

(D) for a security that is listed under Footnote (E) to Section 102.01B of the Listed Company
Manual that has had recent sustained trading in a Private Placement Market prior to listing,
the most recent transaction price in that market or, if none, a price determined by the
Exchange in consultation with a financial advisor to the issuer of such security.

(2) The Reference Price for an ADR will be:

(A) the closing price of the security underlying the ADR in the primary foreign market for such
security when the trading day of the primary foreign market concludes after trading on the
Exchange for the previous day has ended; or

(B) based on parity with the last sale price of the security underlying the ADR in the primary
foreign market for such security when the trading day of the primary foreign market is open
for trading at the time of the opening on the Exchange.

(3) The Reference Price for reopening a security following a halt will be the security’s last reported sale
price on the Exchange.

(d) Applicable Price Range:

(1) Except under the conditions set forth in paragraph (d)(2) of this Rule, the Applicable Price Range for
determining whether to publish a pre-opening indication will be 5% for securities with a Reference Price
over $3.00 and $0.15 for securities with a Reference Price equal to or lower than $3.00.
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(2) If as of 9:00 a.m. Eastern Time, the E-mini S&P 500 Futures are +/- 2% from the prior day’s closing
price of the E-mini S&P 500 Futures, when reopening trading following a market-wide trading halt
under Rule 80B, or if the Exchange determines that it is necessary or appropriate for the maintenance
of a fair and orderly market, the Applicable Price Range for determining whether to publish a pre-
opening indication will be 10% for securities with a Reference Price over $3.00 and $0.30 for securities
with a Reference Price equal to or lower than $3.00.

(e) Procedures for publishing a pre-opening indication: The DMM will use the following procedures when
publishing a pre-opening indication.

(1) Publication of a pre-opening indication requires the supervision and approval of a Floor Governor.
(2) pre-opening indication must be updated if the opening transaction would be at a price outside of a

published pre-opening indication.
(3) If the pre-opening indication is a spread wider than $1.00, the DMM should undertake best efforts to

publish an updated pre-opening indication of $1.00 or less before opening the security, as may be
appropriate for the specific security.

(4) After publishing a pre-opening indication, the DMM must wait for the following minimum specified
periods before opening a security:

(A) When using the Applicable Price Range specified in paragraph (d)(1) of this Rule, a minimum
of three minutes must elapse between publication of the first indication and a security’s
opening. If more than one indication has been published, a security may be opened one
minute after the last published indication provided that at least three minutes have elapsed
from the dissemination of the first indication. However, the DMM may open a security less
than the required minimum times after the publication of a pre-opening indication if the
imbalance is paired off at a price within the Applicable Price Range.

(B) When using the Applicable Price Range specified in paragraph (d)(2) of this Rule, a minimum
of one minute must elapse between publication of the first indication and a security’s opening.
If more than one indication has been published, a security may be opened without waiting
any additional time.

(5) If trading is halted for a non-regulatory order imbalance, a pre-opening indication must be published as
soon as practicable after the security is halted.

(6) When reopening a security following a trading pause under Rule 80C:

(A) a pre-opening indication may be published without prior Floor Governor approval;
(B) a pre-opening indication does not need to be updated before reopening the security, and the

security may be reopened outside of any prior indication; and
(C) the reopening is not subject to the minimum waiting time requirements in paragraph (e)(4) of

this Rule.

(f) Temporary Suspension of Pre-Opening Indications:

(1) If the CEO of the Exchange determines that a Floor-wide event is likely to impact the ability of DMMs
to arrange for a fair and orderly opening or reopening on that trading day and that, absent relief, the
operation of the Exchange is likely to be impaired, the CEO of the Exchange may temporarily suspend
the requirement to publish pre-opening indications in a security under Rule 15 prior to opening or
reopening a security following a market-wide trading halt.

(2) In determining whether to temporarily suspend the need for pre-opening indications under Rule 15, the
CEO of the Exchange will:

(A) consider the facts and circumstances that are likely to have Floor-wide impact for a particular
trading session, including volatility in the previous day's trading session, trading in foreign
markets before the open, substantial activity in the futures market before the open, the
volume of pre-opening indications of interest, evidence of pre-opening significant order
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imbalances across the market, government announcements, news and corporate events, and
such other market conditions that could impact Floor-wide trading conditions;

(B) notify the Chief Regulatory Officer of the Exchange; and
(C) inform the Securities and Exchange Commission staff as promptly as practicable that pre-

opening indications under Rule 15 have been temporarily suspended.
(3) A temporary suspension under this Rule will be in effect only for the trading day on which it was

declared.
(4) Notwithstanding a temporary suspension of the requirement to publish pre-opening indications in a

security under Rule 15, a DMM or the Exchange may publish a preopening indication for one or more
securities.

(g) Opening Order Imbalance Information: Exchange systems may also make available, from time to time, as the
Exchange shall determine, Order Imbalance Information prior to the opening of a security on the Exchange.

(1) Order Imbalance Information disseminated by Exchange systems prior to the opening transaction is the data
feed disseminated by Exchange systems of real-time order imbalances that accumulate prior to the opening
transaction on the Exchange and the price at which interest eligible to participate in the opening transaction may
be executed in full. Such Order Imbalance Information includes all interest eligible for execution in the opening
transaction of the security in Exchange systems.

(2)(A) Order Imbalance Information will use the last reported sale price in the security on the Exchange as the
reference price to indicate the number of shares required to open the security with an equal number of shares on
the buy side and the sell side of the market.

(B) If a pre-opening indication is published pursuant to subparagraph (a) above, the reference price for the Order
Imbalance Information will be as follows:

(i) If the bid price of the pre-opening indication of interest is higher than the last reported sale price for the
security on the Exchange, the pre-opening indication bid price will serve as the reference price.

(ii) If the offer price of the pre-opening indication of interest is lower than the last reported sale price for the
security on the Exchange, the pre-opening indication offer price will serve as the reference price.

(iii) If the last reported sale price on the Exchange falls within the bid and offer of the pre-opening indication
of interest for a security, the last sale price shall serve as the reference price.

(iv) If the security is a transferred security, the last reported sale price on the securities market from which
the security was transferred prior to its first day of trading on the Exchange will serve as the reference
price.

(3) Order Imbalance Information disseminated prior to the opening of the security will be disseminated as follows:

(A) Approximately every five minutes between 8:30 am Eastern Time (“ET”) and 9:00 am ET.
(B) Approximately every minute between 9:00 am ET and 9:20 am ET.
(C) Approximately every 5 seconds between 9:20 am ET and the opening of trading in that security.

• • • Supplementary Material 

.10   Unless otherwise specified in this Rule, references to an opening transaction include a reopening
transaction following a trading halt or pause in a security.

Adopted: October 21, 1983.
Amendments: February 27, 1978; August 11, 1978; October 21, 1983; December 18, 1989; August 5, 1991; May 31, 1993; May
30, 1997; August 30, 2000 effective August 28, 2000 (NYSE-00-22 AMENDMENT #1); July 29, 2002 (NYSE-2002-12); September
28, 2006 (NYSE-2006-49); December 20, 2007 (NYSE-2007-112); March 18, 2008 (NYSE-2008-16; May 23, 2008 (NYSE-2008-41);
October 24, 2008 (NYSE-2008-46); December 10, 2008 (NYSE-2008-127); January 22, 2009 (NYSE-2008–119); April 23, 2009
(NYSE-2009-41); September 1, 2009 (NYSE-2009-85); March 1, 2010 (NYSE-2009-111); August 9, 2010 (NYSE-2010-57);
February 11, 2011 (NYSE-2011-03); February 7, 2013 (NYSE-2013-12); October 15, 2014 (NYSE-2014-50); April 29, 2015
(NYSE-2015-19); July 5, 2016 (NYSE-2016-24); November 23, 2016 (NYSE-2016-78); February 2, 2018 (NYSE-2017-30); March 26,
2018 (NYSE-2017-36); December 7, 2018 (NYSE-2018-60).
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NYSE Guide, Regulation, Rule 15A., New
York Stock Exchange,  Order Protection Rule
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This Rule is not applicable to trading UTP Securities on the Pillar trading platform.

Where any better-priced protected bid or offer as defined in SEC Rule 242.600(b)(57) is published by another
market center, and the price associated with such published better bid or offer has not been systemically
matched on the Exchange, the Exchange will automatically route to such other market center an order priced at
such published bid or offer, unless the trade-through that would occur if the Exchange did not route to the other
market center falls within an exception set forth in SEC Rule 242.611(b) or within an exemption granted by the
Securities and Exchange Commission pursuant to SEC Rule 242.611(d). If such order is not filled or not filled
in its entirety, the balance will be returned to the Exchange and handled consistent with the order's instructions,
which includes automatic execution, if available. The order entry time associated with the returned portion of the
order will be the time of its return, not the time the order was first entered with the Exchange.

Adopted: April 9, 1981.
Amended: October 21, 1983; June 17, 1985; December 18, 1989; January 13, 2003 (NYSE-2003-36); March 2, 2007
(NYSE-2007-23); August 26, 2014 (NYSE-2014-44); March 26, 2018 (NYSE-2017-36).
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NYSE Guide, Regulation, Rule 15B(T)., New York Stock
Exchange,  Protected Bids and Offers of Away Markets
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[Rescinded by NYSE-2007-32.]

Adopted:January 31, 2007 (NYSE-2007-08).
Rescinded: April 11, 2007 (NYSE-2007-32).
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NYSE Guide, Regulation, Rule 17., New York Stock
Exchange,  Use of Exchange Facilities and Vendor Services
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(a) Exchange Liability. The Exchange shall not be liable for any damages sustained by a member, allied member
or member organization growing out of the use or enjoyment by such member, allied member or member
organization of the facilities afforded by the Exchange, except as provided in NYSE Rule 18.

(b) Vendor Liability. In connection with member or member organization use of any third-party electronic
system, service, or facility (“third-party vendor”) provided by the Exchange to members for the conduct of their
business on the Exchange, the Exchange shall not be liable for any damages sustained by a member, allied
member or member organization growing out of the use or enjoyment by such member, allied member or
member organization of the third-party electronic system, service, or facility provided by the Exchange, except as
provided in NYSE Rule 18.

(c) Operation of Routing Broker. The term "Routing Broker" shall mean the brokerdealer affiliate of the Exchange
and/or any other non-affiliated third-party broker-dealer that acts as a facility of the Exchange for routing orders
entered into Exchange systems to other market centers for execution whenever such routing is required by
Exchange Rules and federal securities laws.

1. Outbound Routing Function

A. (i) The Routing Broker(s) will receive routing instructions from the Exchange, to route
orders to other market centers and report such executions back to the Exchange. Except as
provided in paragraph (c)(1)(A)(ii) below, the Routing Broker(s) cannot change the terms of
an order or the routing instructions, nor does the Routing Broker(s) have any discretion about
where to route an order.

(ii) In the sole discretion of the Routing Broker(s), pursuant to risk management controls and
supervisory procedures maintained by the Routing Broker(s) pursuant to SEC Rule 15c3-5,
the Routing Broker(s) may reject any order or series of orders as necessary to manage the
financial, regulatory, and other risks of the Routing Brokers(s) providing “market access,” as
that term is defined in SEC Rule 15c3-5(a)(1).

B. The broker-dealer affiliate of the Exchange that acts as a Routing Broker will not engage in
any business other than (a) the functions set forth in Rule 17(c); and (b) any other activities it
may engage in as approved by the Commission.

C. The use of the Routing Broker(s) to route orders to another market center will be optional.
Any member organization that does not want to use the Routing Broker(s) must enter an
immediate-or-cancel order or any such other order type available on the Exchange that is not
eligible for routing.

D. All bids and offers entered on the Exchange routed to other market centers via the Routing
Broker(s) that result in an execution shall be binding on the member organization that entered
such bid and offer.

E. The Exchange will regulate the Routing Broker(s) as a facility (as defined in Section 3(a)(2) of
the Securities Exchange Act of 1934 (the "Exchange Act")), subject to Section 6 of the Act. In
particular, and without limitation, under the Exchange Act, the Exchange will be responsible
for filing with the Commission rule changes and fees relating to the functions performed by
the Routing Broker(s) for the Exchange and will be subject to exchange non-discrimination
requirements.

F. The books, records, premises, officers, agents, directors and employees of the Routing
Broker(s), as a facility of the Exchange, shall be deemed to be the books, records, premises,
officers, agents, directors and employees of the Exchange for purposes of, and subject to
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oversight pursuant to, the Exchange Act. The books and records of the Routing Broker(s)
as a facility of the Exchange shall be subject at all times to inspection and copying by the
Exchange and the Commission.

G. A self-regulatory organization "SRO" unaffiliated with the Exchange or any of its affiliates
will carry out the oversight and enforcement responsibilities as the designated examining
authority designated by the Commission pursuant to Rule 17d-1 of the Exchange Act with the
responsibility for examining the Routing Broker(s) for compliance with the applicable financial
responsibility rules.

H. The Exchange shall establish and maintain procedures and internal controls reasonably
designed to adequately restrict the flow of confidential and proprietary information between
the Exchange and its facilities (including the non-affiliate third-party broker-dealer acting as
a facility of the Exchange (“third-party Routing Facility”), and any other entity, including any
affiliate of the third-party Routing Facility, and, if the third-party Routing Facility or any of its
affiliates engage in any other business activities other than providing routing services to the
Exchange, between the segment of the third-party Routing Facility or affiliate that provides
the other business activities and the routing services.

2. Inbound Routing Function

(A) For so long as the Exchange is affiliated with NYSE Arca, Inc. ("NYSE Arca"), NYSE
National, Inc. (“NYSE National”), and NYSE American LLC ("NYSE American"), and
Archipelago Securities LLC ("Arca Securities") in its capacity as a facility of NYSE Arca,
NYSE National and NYSE American is utilized for the routing of any approved types of orders
from those exchanges to the Exchange (such function of Arca Securities is referred to as the
"Inbound Router"), each of the Exchange and Arca Securities shall undertake as follows:

(i) The Exchange shall (1) maintain an agreement pursuant to Rule 17d-2 under
the Exchange Act with a non-affiliated SRO to relieve the Exchange of regulatory
responsibilities for Arca Securities with respect to rules that are common rules
between the Exchange and the non-affiliated SRO, and (2) maintain a regulatory
services agreement with a non-affiliated SRO to perform regulatory responsibilities
for Arca Securities for unique Exchange rules.

(ii) The regulatory services agreement described in Rule 17(c)(2)(A)(i) shall require
the Exchange and the non-affiliated SRO to monitor Arca Securities for compliance
with the Exchange’s trading rules, and collect and maintain all alerts, complaints,
investigations and enforcement actions (collectively “Exceptions”) in which Arca
Securities (in routing orders to the Exchange) is identified as a participant that
has potentially violated applicable Exchange or SEC rules. The Exchange and the
non-affiliated SRO shall retain these records in an easily accessible manner. The
regulatory services agreement described in Rule 17(c)(2)(A)(i) shall require that
the non-affiliated SRO provide a report, at least quarterly, to the Chief Regulatory
Officer of the Exchange quantifying all Exceptions (of which the Exchange and
the non-affiliated SRO become aware) in which Arca Securities is identified as a
participant that has potentially violated Exchange or SEC Rules.

(iii) The Exchange, on behalf of the holding company owning both the Exchange and
Arca Securities, shall establish and maintain procedures and internal controls
reasonably designed to prevent Arca Securities from receiving any benefit, taking
any action or engaging in any activity based on non-public information regarding
planned changes to Exchange systems, obtained as a result of its affiliation with the
Exchange, until such information is available generally to similarly situated member
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organizations of the Exchange in connection with the provision of inbound order
routing to the Exchange.

(iv) The Exchange may furnish to Arca Securities the same information on the same
terms that the Exchange makes available in the normal course of business to any
other member organization.

(B) Provided the above conditions are complied with, and provided further that Arca Securities
operates as an outbound router on behalf of NYSE Arca, NYSE National and NYSE
American on the same terms and conditions as it does for the Exchange, and in accordance
with the Rules of NYSE Arca, NYSE National and NYSE American, Arca Securities may
provide inbound routing services to the Exchange from NYSE Arca, NYSE National and
NYSE American.

3. Cancellation of Orders and Error Account

(A) The Exchange or Arca Securities may cancel orders as either deems to be necessary to
maintain fair and orderly markets if a technical or systems issue occurs at the Exchange,
Arca Securities, or a routing destination. The Exchange or Arca Securities shall provide
notice of the cancellation to affected member organizations as soon as practicable.

(B) Arca Securities shall maintain an error account for the purpose of addressing positions
that result from a technical or systems issue at Arca Securities, the Exchange, a routing
destination, or a non-affiliate third-party Routing Broker that affects one or more orders ("error
positions").

(i) For purposes of this Rule 17(c)(3), an error position shall not include any position
that results from an order submitted by a member organization to the Exchange that
is executed on the Exchange and processed pursuant to NYSE Rule 132.

(ii) Arca Securities shall not (1) accept any positions in its error account from an
account of a member organization, or (2) permit any member organization to
transfer any positions from the member organization’s account to Arca Securities’
error account.

(iii) For purposes of this Rule 17(c)(3), uncompared transactions that may be processed
pursuant to Rule 134(e) are not error positions.

(C) In connection with a particular technical or systems issue, Arca Securities or the Exchange
shall either (1) assign all resulting error positions to member organizations in accordance with
subparagraph (i) below, or (2) have all resulting error positions liquidated in accordance with
subparagraph (ii) below. Any determination to assign or liquidate error positions, as well as
any resulting assignments, shall be made in a nondiscriminatory fashion.

(i) Arca Securities or the Exchange shall assign all error positions resulting from a
particular technical or systems issue to the member organizations affected by that
technical or systems issue if Arca Securities or the Exchange:

(a) determines that it has accurate and sufficient information (including
valid clearing information) to assign the positions to all of the member
organizations affected by that technical or systems issue;

(b) determines that it has sufficient time pursuant to normal clearance and
settlement deadlines to evaluate the information necessary to assign the
positions to all of the member organizations affected by that technical or
systems issue; and

(c) has not determined to cancel all orders affected by that technical or
systems issue in accordance with subparagraph (c)(3)(A) above.

(ii) If Arca Securities or the Exchange is unable to assign all error positions resulting
from a particular technical or systems issue to all of the affected member
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organizations in accordance with subparagraph (i) above, or if Arca Securities or
the Exchange determines to cancel all orders affected by the technical or systems
issue in accordance with subparagraph (c)(3)(A) above, then Arca Securities shall
liquidate the error positions as soon as practicable. Arca Securities shall:

(a) provide complete time and price discretion for the trading to liquidate
the error positions to a third-party broker-dealer and shall not attempt
to exercise any influence or control over the timing or methods of such
trading; and

(b) establish and enforce policies and procedures that are reasonably
designed to restrict the flow of confidential and proprietary information
between the third-party broker-dealer and Arca Securities/the Exchange
associated with the liquidation of the error positions.

(D) Arca Securities and the Exchange shall make and keep records to document all
determinations to treat positions as error positions and all determinations for the assignment
of error positions to member organizations or the liquidation of error positions, as well as
records associated with the liquidation of error positions through the third-party broker-dealer.

Amended: February 27, 2006, effective March 8, 2006 (NYSE-2005-77); April 5, 2007 (NYSE-2007-29); May 27, 2008
(NYSE-2008-37); July 10, 2008 (NYSE-2008-55); October 24, 2008 (NYSE-2008-107); March 2, 2009 (NYSE-2009-16); June 23, 2011
(NYSE-2011-24); July 19, 2011 (NYSE-2011-34); September 30, 2011 (NYSE-2011-45); September 7, 2012 (NYSE-2012-40); October
18, 2012 (NYSE-2012-53); July 13, 2015 (NYSE-2015-15); August 17, 2017 (NYSE-2017-41); May 31, 2018 (NYSE-2018-25).
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NYSE Guide, Regulation, Rule 18., New York Stock Exchange, 
Compensation in Relation to Exchange System Failure
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(a)   In the event the Exchange’s Division of Floor Operations determines that (i) a valid order was accepted
by the Exchange’s systems; (ii) an Exchange system failure, as defined in paragraph (b) below, occurred
during the execution of said order; (iii) a member organization sustained a loss related to an Exchange
system failure; and (iv) the Exchange’s Division of Floor Operations received from the member organizations
that sustained such loss, oral notice by the market opening on the next business day following the system
failure and written notice by the end of the third business day following the system failure (T+3), the
Exchange shall make a payment to the claiming member organization for the claimed losses on the amounts
and subject to the processes defined below.

(b)   An Exchange system failure is defined as a malfunction of the Exchange’s physical equipment, devices
and/or programming that results in an incorrect execution of an order or no execution of an order that was
received in Exchange systems or any malfunction of any third-party electronic system, service, or facility
(“third-party vendor”) provided by the Exchange that results in an incorrect execution of an order or no
execution of a marketable order that was received in Exchange systems. Net loss is defined as the total loss
off-set by any gains retained by the member organization as a result of the Exchange system malfunction.
Misuse of Exchange systems or third-party vendor systems is not included in this definition.

(c)   No assets of the Exchange shall be applied or shall be subject to such liability in excess of the limits set
forth below.
 

(i)   The Exchange shall allot $500,000 each calendar month ("Monthly Allotment") for any claim arising
out of the use or enjoyment of the facilities afforded by the Exchange or third-party vendor systems
provided by the Exchange for the aggregate of all claims made by all member organizations during a
single calendar month. The Monthly Allotments will not aggregate, and except as set forth below, the
Monthly Allotment for each calendar month is $500,000.

(ii)   In the event that less than $250,000 of the Monthly Allotment is paid to claiming member
organizations for claims made in a calendar month, the Exchange will allot an additional $50,000
("Supplemental Allotment") in the next subsequent calendar month that will be available for payment
of claims made in such subsequent calendar month and future calendar months. Any Supplemental
Allotment will be utilized for payment only after the Monthly Allotment is exhausted in that calendar month.
The Supplemental Allotment will be available for use hereunder until paid out pursuant hereto. The
Exchange shall review from time to time what, if any, maximum dollar amount may accrue over time as
part of the Supplemental Allotment. Any and all Exchange determinations as to a maximum dollar amount
that may accrue over time as part of the Supplemental Allotment shall be formally reflected in the text of
this Rule.

(iii)   If all of the claims arising out of the use or enjoyment of the facilities afforded by the Exchange
cannot be fully satisfied because in the aggregate the claims exceed the funds available for payment
hereunder, then the funds available for such payment shall be allocated among all such claims arising
during the calendar month, based on the proportion that each such claim bears to the total of the claims
eligible to receive a payment determined at the end of the calendar month.

(iv)   If all of the claims arising out of the use or enjoyment of the electronic systems, services, or facilities
of a third-party vendor provided by the Exchange cannot be fully satisfied because in the aggregate the
claims exceed the funds available for payment hereunder, the aggrieved member or member organization
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may file a claim directly against the third-party vendor for the remaining claimed loss sustained as a result
of the third-party vendor’s system malfunction.

(d)   An Exchange-designated panel ("Compensation Review Panel") consisting of 3 Floor Governors and
3 Exchange employees will review claims submitted pursuant to this rule and determine the eligibility of a
claim for payment. The Compensation Review Panel in its review will determine whether the amount claimed
should be reduced based on the actions or inactions of the claiming member organization, including whether
the member organization made appropriate efforts to mitigate its loss.

(e)   Compensation Review Panel determinations are by majority vote. In the event of a deadlock the final
determination will be made by the Chief Executive Officer of the Exchange ("CEO") or his or her designee.

(f)   All determinations made pursuant to this rule by the Compensation Review Panel, the CEO or his or her
designee are final.

• • • Supplementary Material: 

.10   (a) NYSE American LLC (“NYSE American”) shall be permitted to file claims pursuant to Rule 18. Claims
by NYSE American pursuant to this rule must satisfy all of the conditions set forth in Rule 18(a) that are
applicable to member organizations, except that NYSE American shall not be required to provide verbal
notice of its claims to the Exchange’s Division of Floor Operations.

(b) NYSE American shall be entitled to submit claims for payment from the Exchange in order to provide
compensation to NYSE American members for valid claims made by such members pursuant to NYSE
American’s rules on account of losses incurred as a result of an Exchange system failure. NYSE American
members shall not be entitled to submit claims to the Exchange pursuant to this rule.

(c) NYSE American will submit a separate claim to the Exchange for each claim made to NYSE American by
its members. If payment on all claims submitted pursuant to this rule, including claims by NYSE American, is
made pursuant to Rule 18(c)(iii) of this rule, each claim by NYSE American shall be considered a separate
claim, and the Compensation Review Panel shall not aggregate the NYSE American claims into a single
claim.

(d) The Compensation Review Panel shall decide the validity of NYSE American claims in accordance with
the process set out in NYSE Rule 18.

Adopted: July 17, 2007 (NYSE-2007-09).
Amendments: October 29, 2007 (NYSE-2007-95); October 14, 2008 (NYSE-2008-78); March 2, 2009 (NYSE-2009-16); May 7, 2009
(NYSE-2009-43); January 6, 2010 (NYSE-2009-135); September 7, 2012 (NYSE-2012-40); August 17, 2017 (NYSE-2017-41).
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This Rule is not applicable to trading UTP Securities on the Pillar trading platform.

(a)   Definitions. For purposes of this Rule, the following definitions shall apply:
 

(1)   The terms automated quotation, effective national market system plan, intermarket sweep order,
manual quotation, NMS stock, protected quotation, regular trading hours, and trading center shall have the
meanings set forth in Rule 600(b) of Regulation NMS.

(2)   The term crossing quotation shall mean the display of a bid for an NMS stock during regular trading
hours at a price that is higher than the price of an offer for such NMS stock previously disseminated
pursuant to an effective national market system plan, or the display of an offer for an NMS stock during
regular trading hours at a price that is lower than the price of a bid for such NMS stock previously
disseminated pursuant to an effective national market system plan.

(3)   The term locking quotation shall mean the display of a bid for an NMS stock during regular trading
hours at a price that equals the price of an offer for such NMS stock previously disseminated pursuant to
an effective national market system plan, or the display of an offer for an NMS stock during regular trading
hours at a price that equals the price of a bid for such NMS stock previously disseminated pursuant to an
effective national market system plan.

(b)   Prohibition. Except for quotations that fall within the provisions of paragraph (d) of this Rule, members of
the Exchange shall reasonably avoid displaying, and shall not engage in a pattern or practice of displaying,
any quotations that lock or cross a protected quotation, and any manual quotations that lock or cross a
quotation previously disseminated pursuant to an effective national market system plan.

(c)   Manual quotations. If a member of the Exchange displays a manual quotation that locks or crosses a
quotation previously disseminated pursuant to an effective national market system plan, such member of
the Exchange shall promptly either withdraw the manual quotation or route an intermarket sweep order to
execute against the full displayed size of the locked or crossed quotation.

(d)   Exceptions.
 

(1)   The locking or crossing quotation was displayed at a time when the trading center displaying the
locked or crossed quotation was experiencing a failure, material delay, or malfunction of its systems or
equipment.

(2)   The locking or crossing quotation was displayed at a time when a protected bid was higher than a
protected offer in the NMS stock.

(3)   The locking or crossing quotation was an automated quotation, and the member of the Exchange
displaying such automated quotation simultaneously routed an intermarket sweep order to execute against
the full displayed size of any locked or crossed protected quotation.

(4)   The locking or crossing quotation was a manual quotation that locked or crossed another manual
quotation, and the member of the Exchange displaying the locking or crossing manual quotation
simultaneously routed an intermarket sweep order to execute against the full displayed size of the locked
or crossed manual quotation.

• • • Supplementary Material: 
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.01 The Exchange uses the following data feeds for the handing, execution, and routing of orders, as well as for
regulatory compliance:

Market Center Primary Source Secondary Source
BATS Exchange, Inc. SIP Data Feed n/a
BATS Y-Exchange, Inc. SIP Data Feed n/a
Chicago Stock Exchange, Inc. SIP Data Feed n/a
EDGA Exchange, Inc. SIP Data Feed n/a
EDGX Exchange, Inc. SIP Data Feed n/a
Investors’ Exchange, LLC SIP Data Feed n/a
NASDAQ OMX BX LLC SIP Data Feed n/a
NASDAQ OMX PHLX LLC SIP Data Feed n/a
NASDAQ Stock Market LLC SIP Data Feed n/a
NYSE Arca, Inc. SIP Data Feed n/a
NYSE National, Inc. SIP Data Feed n/a

Adopted: October 2, 2006 (NYSE-2006-63).
Amendments: March 2, 2015 (NYSE-2015-09); November 4, 2015 (NYSE-2015-51); August 8, 2016 (NYSE-2016-52); August 25,
2017 (NYSE-2017-44); March 26, 2018 (NYSE-2017-36).
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Reserved

Amended: February 27, 2006, effective March 8, 2006 (NYSE-2005-77); July 1, 2013 (NYSE-2013-02); September 28, 2015
(NYSE-2015-27).
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No member of the Board of Directors or of any committee authorized by the Board shall vote at any meeting of
the Board or of any such committee, or participate in its deliberations (except to the extent of testifying at the
request of the Board or of such committee) with respect to the admission of a security to the List or to dealings
upon the Exchange or with respect to the approval of any plan for the distribution of any listed security, if he has
directly or indirectly a substantial interest in such security or in such plan. Without limiting the foregoing, such a
member shall be deemed to have such an interest if:

(1)   Such security or any other security of the same issuer is one in the distribution of which he or his
member organization is participating or to his knowledge has within six months prior thereto participated, as
or on behalf of an underwriter or a member of a selling syndicate or group; or

(2)   he or any member, principal executive, approved person in his member organization is an officer or
director (or person occupying a similar status or performing similar functions) or a voting trustee of the issuer
of such security or of any corporation which to his knowledge controls or is controlled by the issuer or such
security; or

(3)   he or his member organization or any member, affiliate, principal executive, or approved person of such
member organization to his knowledge owns directly or indirectly more than 1% of such security or of any
class of stock of the issuer, or of any corporation which to his knowledge controls the issuer of such security;
or

(4)   he or his member organization or any member, affiliate, principal executive, or approved person of
such member organization to his knowledge holds directly or indirectly any substantial contract, option, or
other privilege to purchase such security; or to his knowledge within six months prior thereto has directly or
indirectly purchased (other than through the exercise of a right to subscribe) such security from the issuer or
an underwriter thereof at a price below the market price.

Amended: March 26, 1970; April 2, 2012 (NYSE-2012-06).
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(a)   No member of the ICE, Intercontinental Exchange Holdings, Inc. ("ICE Holdings"), NYSE Holdings
LLC ("NYSE Holdings"), or the Exchange boards of directors or of any committee authorized by the ICE,
ICE Holdings, NYSE Holdings, or the Exchange boards of directors shall participate (except to the extent
of testifying at the request of such boards or of such committee) in the investigation or consideration of any
matter relating to any member, principal executive, approved person, or member organization or affiliate of
such member organization with knowledge that such member, principal executive, approved person, member
organization or affiliate is indebted to such director or committee member, or to their member organization
or any participant therein, or that they, their member organization or any participant therein is indebted to
such member, principal executive, approved person, member organization, or affiliate, excluding, however,
any indebtedness arising in the ordinary course of business out of transactions on any exchange, out of
transactions in the over-the-counter markets, or out of the lending and borrowing of securities.

(b)   No person shall participate in the consideration, review or adjudication of any matter in which they are
personally interested.

Amended: March 26, 1970; November 22, 1988; November 19, 1999; March 1, 2004 (NYSE-2004-02); February 27, 2006,
effective March 8, 2006 (NYSE-2005-77); February 14, 2007 (NYSE-2006-120); April 2, 2012 (NYSE-2012-06); August 15, 2013
(NYSE-2013-42); May 13, 2014 (NYSE-2014-23); September 28, 2015 (NYSE-2015-27).
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The Exchange shall conform to local New York City time.
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Whenever a Rule of the Board of Directors prescribes an hour, time or period of time at, before or within which
an act shall be done, the Exchange may, in the event that the hours of trading on any day are changed pursuant
to the provisions of Rule 51, temporarily prescribe another hour, time or period of time for the performance of
such act, which may be on a day subsequent to that on which the hours of trading are so changed.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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(1)   The cost to the Exchange of producing, pursuant to court order or other legal process, records relating
to the business or affairs of a member, allied member or member organization may, in the discretion of the
Exchange, be required to be paid to the Exchange by such member, allied member or member organization,
whether such production is required at the instance of such member, allied member or member organization
or at the instance of any other party.

(2)   In the event any legal or arbitration proceeding is brought to impose secondary liability on the
Exchange for an asserted failure on its part to prevent or to require action by a member, allied member or
member organization, said member, allied member or member organization will be obligated to reimburse
the Exchange for: (a) all expenses and counsel fees incurred by the Exchange in connection with said
proceedings; (b) the recovery, if any, adjudged against the Exchange upon a final determination that the
Exchange was secondarily liable for the damage sustained; and (c) any payment made by the Exchange with
approval of the member, allied member or member organization in connection with any settlement of any
such proceeding.

Amended: February 24, 1971.
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[Rescinded.]
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The Exchange may enter into agreements with domestic or foreign self-regulatory organizations or associations,
contract markets and registered futures associations as referenced in Rule 476(a)(11), providing for the
exchange of information and other forms of mutual assistance for market surveillance, investigative, enforcement
and other regulatory purposes.

Adopted: April 4, 1990.
Amended: July 24, 1996.
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NYSE Guide, Regulation, Rule 28., New York Stock Exchange, Fingerprint-
Based Background Checks of Exchange Employees and Others
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(a)   In order to enhance the security of the respective facilities, systems, data, and/or records of the
Exchange and its principal subsidiaries (collectively, "facilities and records"), the Exchange shall obtain
fingerprints from, and conduct a fingerprint-based background check of, all prospective and current
employees, temporary personnel, independent contractors, and service providers of each of the Exchange
and its principal subsidiaries. However, the Exchange may determine not to obtain fingerprints from, or
to seek fingerprint-based background information with respect to, a person due to that person's limited,
supervised, or restricted access to facilities and records; or the nature or location of his or her work or
services. The Exchange shall apply this rule in all circumstances where permitted by applicable law.

(b)   The Exchange shall submit fingerprints obtained pursuant to this rule to the Attorney General of the
United States or his or her designee for identification and processing. The Exchange shall at all times
maintain the security of all fingerprints provided to, and all criminal history record information received from,
the Attorney General or his or her designee. The Exchange, however, may provide a subsidiary with access
to information from background checks based on fingerprints obtained from that subsidiary. The Exchange
shall not redisseminate fingerprints or information to the extent prohibited by applicable law.

(c)   The Exchange shall evaluate information received from the Attorney General or his or her designee and
otherwise administer this rule in accordance with Exchange fingerprint procedures as in effect from time to
time and the provisions of applicable law. Fingerprint-based background information, such as a felony or
serious misdemeanor conviction, will be a factor in making employment decisions; engaging or retaining any
temporary personnel, independent contractors, or service providers; or permitting any fingerprinted person
access to facilities and records.

• • • Supplementary Material: 

.10   Fingerprints and the Issuance of Identification Badges.—The Exchange intends, with limited
exceptions, to obtain fingerprints from, and fingerprint-based background information with respect to, all
employees, temporary personnel, independent contractors, and service providers who receive Exchange-
issued photo badges or other identification permitting them access to facilities and records for more than one
day ("Long-Term Badges"). The Exchange has the capacity electronically to immediately limit or terminate the
access to facilities and records that Long-Term Badges permit, and reserves the right to do so. On a case-
by-case basis, the Exchange may determine not to obtain fingerprints from a person to whom a Long-Term
Badge is issued, based on the decision of a committee of Exchange officers who oversee application of the
rule that there exists an exception to obtaining the fingerprints, as contemplated by the rule.

Adopted: July 1, 2003 (NYSE-2003-18).
Amended: February 27, 2006, effective March 8, 2006 (NYSE-2005-77).
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NYSE Guide, Regulation, Rule 35., New York Stock
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No employee of a member or member organization shall be admitted to the Floor unless he is registered with,
qualified by and approved by the Exchange, and upon compliance of both the employer and employee with such
requirements as the Exchange may determine.

• • • Supplementary Material: 

.10   Floor tickets.— No Floor employee of a member or member organization will be admitted to the Floor
unless he displays a Floor ticket issued by the Exchange.

Each Floor employee may have one, and only one, ticket.

The following types of tickets may be issued and the charges therefor will be billed on statements rendered by
the Exchange:

Regular

Special

A description of the various types of tickets follows:

(1)   Regular tickets admit holders to the telephone booths around the perimeter of the stock trading Floor,
and the area behind the stock trading posts. They are issued only to employees of members or member
organizations that are assigned telephone or post spaces.

(2)   Special tickets admit holders to any location regularly occupied by the holder of a Regular ticket, only
for the purpose of assisting or relieving a Floor employee of the same member or member organization.
The issuance of each ticket of this type is subject to the prior approval of the Exchange. Special tickets
may be cancelled by the Exchange at any time.

A member or member organization desiring to obtain a Floor ticket for an employee must make written
application on a form which may be obtained from The Floor Division.

If the issuance of the ticket applied for is approved, the application and agreement remain in force until the
cancellation of the ticket either by notice of the applicant to the Exchange or by notice of the Exchange to the
applicant.

The application, in the absence of any notice of cancellation of the ticket either by the applicant or the
Exchange, is regarded as authority to the Exchange to bill the applicant at the current rate for the type of
ticket specified.

The applicant must, upon notice of cancellation either from the applicant to the Exchange or from the
Exchange to the applicant, immediately surrender the ticket issued.

The right of the Floor employee to exercise the privilege granted by the ticket is contingent upon passing
an annual physical examination by the medical clinic located in the Exchange building. Failure of the Floor
employee to have such examination when notified by the medical clinic may result in the cancellation of the
ticket.

The ticket is valid until the end of the fourth calendar year following the date of its issuance.

If a ticket of one kind is outstanding in the name of an individual no different kind of ticket will be issued in the
same name unless and until the first ticket is surrendered for cancellation.

All tickets cancelled before expiration must be surrendered to The Floor Division. On expiration all tickets
must be surrendered to The Floor Division.
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.20   Regulations pertaining to Floor employees.—All Floor employees of members and member
organizations must be at their booths or posts on the Floor one-half hour prior to the opening of business or
such earlier time as the Exchange may from time to time direct.

Each member or member organization having a telephone space on the Floor must keep at least one Floor
employee on the Floor for fifteen minutes (or such longer period as may be set by the Exchange because of
unusual circumstances) following the close of the market each day or until all reports due said member or
member organization have been received, whichever time is later.

Floor employees of members and member organizations are not allowed to be upon or to cross the trading
area of the Floor for any purpose during the period between ten minutes preceding the opening of the market
and five minutes following the close of the market, other than as specified in the Exchange's Floor Conduct
and Safety Guidelines.

Floor employees who, because of illness or injury, are relieved from duty by the medical clinic located in the
Exchange building, must report to that clinic before returning to duty. Floor employees who, because of illness
or injury, are absent for more than two days, without having previously reported to the medical clinic located
in the Exchange building, must likewise report to that clinic before returning to duty.

Members and member organizations should instruct their Floor employees that they must keep a day's
supply of stationery on hand, and that arrangements should be made for this stationery to be delivered to
the Exchange either after the close by the employer's messengers or one-half hour prior to the opening of
business by the Floor employees.

Floor employees may not make bids or offers nor may any employee interfere with any order during its
transmission.

.30   Employee Floor Tickets.—Each Floor employee must wear an identifying ticket while on the Floor. The
ticket must bear:
 

(1)   The clerk's name;

(2)   a description of the type of ticket held;

(3)   the name of the employer.

In addition, each type of ticket must be of a distinctive color, i.e.,

Regular ............................................................................................................... Yellow
Special ............................................................................................................... Red

Floor tickets must be ordered through the Exchange.

The use of altered or mutilated tickets is prohibited.

.40   Personnel available to DMM units on the Floor.—Each DMM unit shall have: (1) at least one
employee approved by the Exchange for admittance to the Floor for every Post space assigned to the unit,
and (2) an adequate number of additional approved employees to provide proper service during the trading
day.

Each DMM unit having insufficient office personnel available for the Floor in an emergency situation shall,
within such reasonable period of time as the Exchange shall determine, make arrangements with other DMMs
or with its clearing firm to assure that proper service will be rendered to members and member organizations
should an emergency situation arise.
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.50   Applications for Registration.—Registration applications for all employees of members and member
organizations for admission to the Floor shall be submitted to the Exchange on the Uniform Application for
Securities Industry Registration or Transfer (Form U-4).

.60   Qualifications for Registration.—Unless otherwise determined by the Exchange, each candidate
for registration shall qualify by meeting the training requirements and by passing applicable qualification
examination(s) as prescribed by the Exchange.

.70   Fingerprinting.— All Floor employees of members and member organizations and all employees of
members and member organizations who have submitted registration applications for admission to the Floor
are required to be fingerprinted through an agent acceptable to the Exchange and to submit, or cause to be
submitted, a report of such fingerprinting for appropriate processing. No applicant who has not previously
been fingerprinted shall be admitted to the Floor until the results of the foregoing fingerprinting have been
posted to the Central Registration Depository, reviewed and approved by the Exchange. An applicant
previously fingerprinted may receive conditional approval to go upon the Floor, pending review and approval
of the foregoing fingerprint report, provided that such applicant was employed by a member or registered
broker-dealer within ninety days of the application.

Applicants whose fingerprint reports are deemed illegible pursuant to Rule 17f-2(a)(l)(iv) of the Exchange Act
must submit an alternative background check acceptable to the Exchange covering the same factors as the
fingerprint report. No applicant shall be admitted to the Floor until the results of the background check are
reviewed and approved by the Exchange, provided that an applicant who has previously supplied an acceptable
background check may receive conditional approval to go upon the Floor, pending review and approval of the
new background check, provided that such applicant was employed by a member or registered broker dealer
within ninety days of the application.

.80 Notifications to Security Office and Return of Exchange-Issued Identification Cards In the event of:
 

(1)   A Floor member’s or employee’s termination, or

(2)   Cancellation of a member’s or employee’s Exchange-issued identification card prior to expiration, or

(3)   A member or member organization’s re-assignment of a Floor member or employee to non-Floor
functions

Members and member organizations must notify the Exchange’s Security Office of the termination,
cancellation, or re-assignment, and must surrender the member’s or employee’s Exchange-issued
identification card to the Exchange’s Security Office, within 24 hours of the termination, cancellation, or re-
assignment.

Adopted: October 14, 1993; January 13, 1999.
Amended: July 1, 1971; December 12, 1974, effective January 1, 1975. September 27, 1985; January 13, 1999; October 26, 2001
effective October 12, 2001 (NYSE-2001-41); February 10, 2005 (NYSE-2004-63); May 11, 2006 (NYSE-2005-78); March 20, 2007
(NYSE-2006-37); October 24, 2008 (NYSE-2008-46).
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NYSE Guide, Regulation, Rule 36., New York Stock Exchange, 
Communications Between Exchange and Members' Offices

Click to open document in a browser

No member or member organization shall establish or maintain any telephonic or electronic communication
between the Floor and any other location without the approval of the Exchange. The Exchange may to the extent
not inconsistent with the Securities Exchange Act of 1934, as amended, deny, limit or revoke such approval
whenever it determines, in accordance with the procedures set forth in Rule 475 or 9558, as applicable, that
such communication is inconsistent with the public interest, the protection of investors or just and equitable
principles of trade.

• • • Supplementary Material: 

.10   Installation of telephone lines to Exchange.—The Telephone Company will not recognize any order
for the installation or disconnection of a telephone line between the Floor and any other location, except such
orders as are issued by the Exchange directly to the Telephone Company.

Requests for telephone lines should be sent to Market Operations Division. Members or member
organizations who desire such installations or disconnections should present their requests sufficiently in
advance of the desired effective date to avoid any inconvenience resulting from insufficient notice to the
Telephone Company.

.20  

(a)   With the approval of the Exchange, and subject to the registration requirements set forth in
Supplementary Material .21, a Floor broker may maintain a telephone line or use a cellular or wireless
telephone that permits a non-member off the Floor to communicate with a member or member
organization on the Floor. In addition, any Floor broker receiving orders from the public over cellular or
wireless phones must be properly qualified under Exchange rules to conduct such public business (see,
e.g., Rule 345.) Subject to the exception contained in .23 of this Rule, the use of a cellular or wireless
telephone on the Floor other than one registered with the Exchange as provided in .21 of this Rule is
prohibited.

.21   Use of a cellular or wireless phone by a Floor broker:
 

(a)   Floor brokers must register, prior to use, any cellular or wireless telephone to be used on the Floor
by submitting a request in writing to the Exchange in a format acceptable to the Exchange. At the time of
registration, the Floor broker must attest that they are aware of and understand the rules governing the
use of telephones on the Floor. In addition, no Floor broker may employ any alternative cellular or wireless
phone (other than the devices as described herein) on the Floor without prior approval of the Exchange.

(b)   When using a cellular or wireless phone on the Floor, a Floor broker:
 

(i)   may engage in direct voice communication from the point of sale on the Floor to an off-Floor
location;

(ii)   may provide status and oral execution reports as to orders previously received, as well as "market
look" observations as historically have been routinely transmitted from a broker’s booth location;

(iii)   must comply with Exchange Rule 123(e); and
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(iv)   must comply with all other rules, policies, and procedures of both the Exchange and the federal
securities law, including the record retention requirements, as set forth in Exchange Rule 440 and SEC
Rules 17a-3 and 17a-4.

(c)   Floor brokers and their member organizations must implement procedures designed to deter anyone
calling their cellular or wireless phone from using caller ID block or other means to conceal the phone
number from which a call is being made. Members and member organizations are required to make and
retain records demonstrating compliance with such procedures.

(d)   Floor brokers must maintain records of the use of telephones and all other approved alternative
communication devices, including logs of calls placed, for a period of not less than three years, the first
two years in an accessible place. The Exchange reserves the right to periodically inspect such records
pursuant to Rule 8210.

(e)   The Exchange may deny, limit or revoke registration of any device used on the Floor whenever
it determines, in accordance with the procedures set forth in Rule 9558, that use of such device is
inconsistent with the public interest, the protection of investors, or just and equitable principles of trade, or
such device has been or is being used to facilitate any violation of the Securities Exchange Act of 1934, as
amended, or rules thereunder, or the Exchange rules.

(f)   The Exchange assumes no liability to Floor brokers due to conflicts between phones in use on the
Floor or due to electronic interference problems resulting from the use of telephones on the Floor.

.23 Use of Personal Portable or Wireless Communication Devices. Notwithstanding any other provisions
of this Rule 36, members and employees of member organizations: (1) are permitted to use cellular or
wireless communications devices outside the Trading Floor, provided such use is consistent with all other
Exchange Rules and federal securities laws and the rules thereunder; and (2) are prohibited from using
cellular or wireless communications devices while on the NYSE American Options Trading Floor. Those
members and employees of member organizations that are also registered to trade options on NYSE
American are permitted to use cellular or wireless communications devices while on the NYSE American
Options Trading Floor in accordance with applicable NYSE American Options rules and regulations.

.30 DMM Unit Post Wires— With the approval of the Exchange, a DMM unit may maintain a telephone
line at its stock trading post location to the off-Floor offices of the DMM unit, the unit's clearing firm, or to
persons providing non-trading related services. Such telephone connection shall not be used for the purpose
of transmitting to the Floor orders for the purchase or sale of securities. A DMM unit may also maintain wired
or wireless devices that have been registered with the Exchange, such as computer terminals or laptops,
to communicate only with the system employing the algorithms and with individual algorithms. The wired or
wireless device will enable the DMM unit to activate or deactivate the system employing the algorithms or
an individual algorithm or change such system's pre-set parameters. In addition, a DMM unit registered in
an Investment Company Unit (as defined in Rule 5.2(j)(3)), or a Trust Issued Receipt (the "receipt") as that
term is defined in Rule 8.200 may use a telephone connection or order entry terminal at the DMM unit's post
to enter a proprietary order in the Unit or receipt in another market center, in a Component Security of such
a Unit or receipt, or in an options or futures contract related to such Unit or receipt, and may use the post
telephone to obtain market information with respect to such Units, receipts, options, futures, or Component
Securities. If the order in the Component Security of the Unit or receipt is to be executed on the Exchange,
the order must be entered and executed in compliance with Exchange Rule 112.20 and SEC Rule 11a2-2(T),
and must be entered only for the purpose of hedging a position in the Unit or receipt.

DMM units must create and maintain records of all messages generated by the unit’s wired or wireless
devices to communicate with the system employing the unit’s algorithms in compliance with NYSE Rule
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440 and SEC Rules 17a-3 and 17a-4. Such records must be maintained in the format prescribed by the
Exchange.

.31 DMM Electronically Transmitted Written Communications (a) With the approval of the Exchange, and
subject to the conditions set forth in this Supplementary Material .31, a DMM unit may install and maintain
a wired or wireless device capable of sending and receiving written electronic communications through an
Exchange-approved connection (a "Permitted Communications Device").

(b) The Permitted Communications Device shall only permit written electronic communications between
individuals located at the DMM unit’s post on the Floor and individuals with whom telephone communications
are permitted under Rules 36.30 and 98 and subject to the same content restrictions set forth in those rules.

(c) A DMM’s member organization must maintain records of all written communications sent from or to the
DMM via the Permitted Communications Device in accordance with NYSE Rule 440 and SEC Rule 17a-4(b)
(4) and in such format as may be prescribed by the Exchange.

(d) A DMM’s member organization must establish policies and procedures reasonably designed to ensure
that use of the Permitted Communications Device is consistent with all SEC rules and Exchange rules,
policies and procedures.

.40 Give-ups on wire business—Time for effecting.— The limit of time within which a member or member
organization executing a transaction during the 9:30 a.m. to 4:00 p.m. trading session must report to the
member or organization carrying the customer's account shall be 4:15 p.m. See paragraph (d)(i) of Rule 900
(Off-Hours Trading: Applicability and Definitions) in respect of the time limit by which a member or member
organization must report after executing a transaction through the Off-Hours Trading Facility.

.50 Give-ups on wire business; method of handling.— When a member or member organization, with
instructions to give up that other member or organization, the member or member organization originally
receiving the order shall on the same day send a written confirmation of the order as received to the office of
the other member or organizations.

The member or organization executing such an order shall confirm the execution thereof on the same day in
writing to the office of the member or organization for whose account it was executed.

These confirmations shall be in addition to any report which may be made on the Floor.

Clearance of the transaction pursuant to the rules of a Qualified Clearing Agency or pursuant to the rules of
the Exchange shall be arranged between the members or member organizations.

Repositioned from Rule 411.60 without change effective May 28, 1982.

.60 Telephone listings.— A member or member organization may not permit a non-member to list the
telephone number of a line terminating in a switchboard of the member or member organization in any type of
telephone directory under the name of the non-member.

.70 Use and Possession of Wireless Hand-Held Devices. (a)(i) Members and employees of member
organizations are prohibited from using or possessing any wireless hand-held device (“hand-held device”)
that may be used to view or enter orders into the Exchange’s automated trading systems while on the NYSE
American Options Trading Floor.

(ii) Members and employees of member organizations are also prohibited from using or possessing any hand-
held device that may be used to view or enter orders into the NYSE American Options automated trading
systems while on the Exchange’s Trading Floor.

(iii) These prohibitions apply to any and all hand-held devices, including hand-held devices issued by the
Exchange or NYSE American, and hand-held devices that are proprietary to a member, member organization
or other entity.
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(b)(i) Floor brokers are permitted to use hand-held devices issued or approved in accordance with paragraph
(b)(iii) on the Floor to receive orders and send order-related messages, including cancellations and
modifications, administrative messages, information about buying and selling interest in the market (e.g.,
market looks), and trade reports, in text or graph form as part of an integrated Floor order management and
communication system. Hand-held devices may receive orders and send order-related messages to: (1) a
booth; (2) a customer; (3) a proprietary order management system; or (4) another hand-held device; provided
however Floor brokers are not permitted to use hand-held devices to retransmit off the Floor any datafeeds
made available on the hand-held devices. For purposes of this paragraph (b)(i), the term “customer” means a
person who the Floor broker reasonably believes is receiving the order-related messages in consideration of
a securities transaction or potential securities transaction with the Floor broker.

(ii) Orders may be transmitted directly to the hand-held device and order-related messages may be sent
directly from the hand-held device, bypassing the Floor broker’s booth, and Floor brokers may receive orders
and send order information back to their customers directly through the hand-held device. An order sent to an
Floor broker’s booth or hand-held device constitutes a “written order” for the purposes of NYSE Rule 117 if
the member can show via the data recorded by those systems that the transmission of the order: (1) provided
adequate information relating to the price, size and time of the order, the cancellation of the order and any
other relevant order information; (2) satisfies the Exchange’s audit trail requirements; and (3) satisfies all
other Exchange reporting and record-keeping requirements.

(iii) Members and employees of member organizations may use Exchange issued hand-held devices or
Exchange approved hand-held devices of a member organization. Only member organizations are allowed
to serve as vendors of hand-held devices to other member organizations on the Floor. Member organizations
that operate as vendors of hand-held devices are required to satisfy all NYSE requirements, including but not
limited to those specified in NYSE Rules 123(e) and (f), and complete all necessary documentation in order
to conduct this business. The vending member organization is responsible for the actions of its members and
employees to assure that they will comply with all relevant laws, rules and regulations.

(iv) Member organizations that use hand-held devices that are approved but not issued by the Exchange shall
have policies and procedures in place to ensure that such hand-held devices operate appropriately in order
to avoid any delays in the receipt or execution of customer orders that may impact a member organization’s
ability to comply with its best execution obligations.

(v) A member organization that operates a hand-held vendor business may delegate this function to an agent
and/or contractor provided that the member organization guarantees the performance of the delegated agent
and/or contractor. The Exchange reserves the right to test hand-held devices and request documentation
relating to such hand-held devices from any member organization or its agent and/or contractor.

Adopted: March 20, 1985.
Amended: August 6, 1970; August 11, 1978; February 27, 1980; May 28, 1982; June 23, 1988; October 26, 1989; May 24,
1991; February 25, 1994; July 30, 2001 (NYSE-2001-08); April 9, 2002 effective May 8, 2002 (NYSE-2002-07); April 11, 2003
(NYSE-2002-11); March 31, 2005 (NYSE-2005-20); February 2, 2006 (NYSE-2005-80); March 22, 2006 (NYSE-2004-05); July
26, 2006 (NYSE-2006-51); August 4, 2006 (NYSE-2006-55); January 25, 2007 (Pilot Program extended until January 31, 2008)
(NYSE-2007-05); June 30, 2008 (NYSE-2008-20); October 24, 2008 (NYSE-2008-46); March 2, 2009 (NYSE-2009-23); May 7, 2009
(NYSE-2009-43); July 21, 2009 (NYSE-2009-08); November 10, 2009 (NYSE-2009-84); September 21, 2010 (NYSE-2010-53); March
17, 2011 (NYSE-2011-10); September 7, 2012 (NYSE-2012-40); July 1, 2013 (NYSE-2013-02); July 3, 2014 (NYSE-2014-12); August
26, 2014 (NYSE-2014-44); November 6, 2014 (NYSE-2014-56); September 28, 2015 (NYSE-2015-27); July 7, 2017 (NYSE-2017-07);
August 17, 2017 (NYSE-2017-41); October 3, 2018 (NYSE-2018-30).
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NYSE Guide, Regulation, Rule 37., New York Stock Exchange, Visitors
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Visitors shall not be admitted to the Floor of the Exchange except by permission of an Officer of the Exchange, a
Senior Floor Official, Executive Floor Official, a Floor Governor, or an Executive Floor Governor.

Amended: June 28, 2000 effective June 16, 2000 (NYSE-2000-28); August 10, 2000; August 9, 2001 effective August 17, 2001
(NYSE-2001-16); March 1, 2004 (NYSE-2004-02); February 27, 2006, effective March 8, 2006 (NYSE-2005-77); September 28, 2015
(NYSE-2015-27).
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NYSE Guide, Regulation, Rule 38., New
York Stock Exchange, Communications
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Communications or announcements shall not be posted on the bulletin board without the consent of the Chief
Executive Officer of NYSE Market, or a person authorized by the Exchange to give such consent.

Amended: March 1, 2004 (NYSE-2004-02); February 27, 2006, effective March 8, 2006 (NYSE-2005-77).
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NYSE Guide, Delivery Dates on Exchange Contracts
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Contracts for Sale of Securities (Rules 64, 65)

Nature
of Contract

Delivery Date Remarks

 

Cash Due on the day of the contract. Transactions made at or before 2:00
P.M. are due before 2:30 P.M.; those
made after 2:00 P.M. are due within 30
min. after sale (Rule 177.)

 

Regular Way ....... Due on the second business day
following the day of the contract.

 

Seller's Option Due on the date of expiration of the
option, which may not be less than
two business days nor more than 60
days. If due date is a day other than
a business day, delivery shall be due
on the next succeeding business day
unless otherwise agreed. (Rule 178.)
For trades not submitted to the
Exchange or a Qualified Clearing
Agency for comparison, written
contracts must be exchanged. (Rule
137.)

Seller may deliver earlier by giving
written notice, on or after the day when
delivery would have been due if the
contract had been made "regular way,"
of intention to make delivery on next
business day following such notice.
(Rule 179(a).)

 

When Issued and
When Distributed
(Rule 63).

Due as determined by Exchange. Written contracts on transactions not
cleared through a Qualified Clearing
Agency must be exchanged. (Rule
137.)

 

Contracts for Sale of U.S. Government Bonds (Rule 66)

(Obligations of any international authorities in which the United States is a
participant and securities guaranteed by the United States Government as
to principal and interest are classed as United States Government bonds.)

Nature
of Contract

Delivery Date Remarks

 

Regular Way ....... Due on the first business day following
the day of the contract.

 

When Issued and
When Distributed
(Rule 63).

Due as determined by Exchange. Written contracts on transactions not
cleared through a Qualified Clearing
Agency must be exchanged. (Rule
137.)
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Rules 46 to 294, inclusive, shall apply to all Exchange Contracts made on the Exchange, and to the extent
determined by the Exchange to be applicable, to Exchange Contracts not made on the Exchange.

Amended: August 11, 1978; March 17, 1979: May 6, 2015 (NYSE-2015-23).
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(a)   Each Executive Floor Governor shall be approved as a Floor Official and shall be empowered to perform
any duty, make any decision or take any action assigned to or required of a Floor Governor.

(b)   The Exchange Chairman, in consultation with the Executive Floor Governors and the Exchange’s
Regulatory Oversight Committee and with the approval of the Exchange Board, shall, at the annual meeting
of the Exchange Board of Directors or at such other time as may be deemed necessary:
 

(i)   designate as Floor Officials such other members as he may determine, who shall perform such
duties as are prescribed by the Rules of the Exchange to serve at the pleasure of the Exchange Board of
Directors or until the next annual meeting of the Exchange Board of Directors at which time successors
Floor Officials are appointed and take office.

(ii)   designate such number of other members as Floor Governors as he may determine, who shall be
empowered to perform any duty, make any decision or take any action assigned to or required of an
Executive Floor Governor as are prescribed by the Rules of the Exchange or as may be designated by the
Exchange Board.

For purposes of this rule, a Floor Governor, by virtue of his appointment as such, shall also be deemed to
be a Floor Official, and, therefore empowered to perform such duties as are specifically prescribed by the
Rules of the Exchange Board or as may be designated by the Exchange Board regarding Floor Officials.

(iii)   designate such number of Executive Floor Officials as he may determine from those Floor Governors
who have completed their term of service as Floor Governors, who shall be empowered to perform
any duty, make any decision or take any action assigned to or required of a Floor Governor as are
prescribed by the Rules of the Exchange or as may be designated by the Exchange Board regarding Floor
Governors.

(iv)   designate such number of Senior Floor Officials as he may determine from Floor Officials who
are entering their fifth or sixth year of service, who shall be empowered to perform any duty, make any
decision or take any action assigned to or required of a Floor Governor as are prescribed by the Rules of
the Exchange or as may be designated by the Exchange Board regarding Floor Governors.

(v)   designate such number of qualified ICE employees as he may determine, who shall be empowered
to take any action assigned to or required of a Floor Governor as are prescribed by the Rules of the
Exchange or as may be designated by the Exchange Board regarding Floor Governors.

(c)   Each Floor Official, Floor Governor, Executive Floor Official, Senior Floor Official and Executive Floor
Governor so appointed pursuant to Rules 46 and 46A as applicable shall serve at the pleasure of the
Exchange Board of Directors or until the next annual meeting of the Exchange and their successors are
appointed and take office.

• • • Supplementary Material: 

.10   For purposes of this rule, the term "qualified ICE employee" shall mean employees of ICE or any of its
subsidiaries, excluding the Exchange’s regulatory employees who shall have satisfied any applicable testing
or qualification required by the NYSE for all Floor Governors.
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.20   References in any NYSE rule to Floor Official or Floor Governor shall be deemed to refer to qualified ICE
employees in addition to other Floor Governors or Floor Officials.

Amended: December 6, 1973; May 24, 1977; November, 1980; September 22, 1983; October 15, 1998; August 9, 2001 effective
August 17, 2001 (NYSE-2001-16); March 1, 2004 (NYSE-2004-02); February 27, 2006, effective March 8, 2006 (NYSE-2005-77); April
4, 2008 (NYSE-2008-19); July 7, 2010 (NYSE-2010-50); August 15, 2013 (NYSE-2013-42); May 13, 2014 (NYSE-2014-23); September
28, 2015 (NYSE-2015-27).
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(a)   The Board of Directors of the Exchange, in consultation with the Exchange’s Regulatory Oversight
Committee, shall appoint such number of Executive Floor Governors as it deems appropriate, each of whom
shall serve for a term of one year, or until the next annual organizational meeting of the Exchange Board,
whichever first occurs.

(b)   Executive Floor Governors shall comprise (i) at least two registered DMMs, each of whom spends a
substantial part of his or her time on the Floor of the Exchange or supervising DMMs; and (ii) at least two
Floor brokers, each of whom spends a majority of his or her time on the Floor of the Exchange executing
transactions on the Floor of the Exchange for other than his or her own account or the account of his or her
member organization or supervising Floor brokers. Executive Floor Governors assist in the administration of
the rules regarding trading on the Exchange and any facility thereof.

Amended: February 27, 2006, effective March 8, 2006 (NYSE-2005-77); October 24, 2008 (NYSE-2008-46); September 28, 2015
(NYSE-2015-27).
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Floor Officials shall have power to supervise and regulate active openings and unusual situations that may arise
in connection with the making of bids, offers or transactions on the Floor.

Amended: August 11, 1978; May 6, 2015 (NYSE-2015-23).
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   (a) Disaster Recovery Facility
(1) As part of its business continuity and disaster recovery plans, the Exchange maintains a Disaster

Recovery Facility, which is a secondary data center located in a geographically diverse location.
(2) If the Exchange determines under Rule 51 to trade Exchange-traded securities on its Disaster

Recovery Facility:

(A) The 11 Wall Street facilities will not be available for trading.
(B) Opening and reopening auctions will be subject to Rule 123D(a)(2) – (6) and closing

auctions will be subject to Supplementary Material .10 to Rule 123C.
(C) Any unexecuted orders entered into Exchange systems before trading on the Disaster

Recovery Facility begins will be deemed cancelled and will be purged from Exchange
systems.

(D) Member organizations registered as Designated Market Makers (“DMM”) will not be
subject to any DMM obligations or benefits under Exchange rules while securities trade on
the Disaster Recovery Facility.

(3) Member organizations wishing to trade on the Exchange’s Disaster Recovery Facility are
responsible for having contingency plans for establishing connectivity to such facility and changing
the routing instructions for their order entry systems to send bids and offers in Exchange-traded
securities to such facility.

(b) Exchange Backup Systems and Mandatory Testing

(1) The Exchange will establish standards for the designation of member organizations it reasonably
determines are, taken as a whole, the minimum necessary for the maintenance of fair and orderly
markets in the event of the activation of the Exchange's business continuity and disaster recovery
plans.

(2) Member organizations designated pursuant to standards established in paragraph (b)(1) of this Rule
will be required to participate in scheduled functional and performance testing of the Exchange's
business continuity and disaster recovery plans in the manner and frequency specified by the
Exchange, which shall not be less than once every 12 months.

(3) Designated Market Makers and Supplemental Liquidity Providers that have been determined by the
Exchange to contribute a meaningful percentage of the Exchange's overall volume, measured on a
quarterly or monthly basis, will be required to participate in scheduled functional and performance
testing. The Exchange may also consider other factors in determining the member organizations
that will be required to participate in scheduled functional and performance testing, including
average daily volume traded on the Exchange measured on a quarterly or monthly basis, or
member organizations who collectively account for a certain percentage of market share on the
Exchange.

(4) At least three (3) months prior to a scheduled functional and performance testing of the Exchange's
business continuity and disaster recovery plans, the Exchange will publish the criteria to be used
by the Exchange to determine which member organizations will be required to participate in such
testing, and notify those member organizations that are required to participate based on such
criteria.

(5) Member organizations not designated pursuant to standards established in paragraph (b)(1) of this
Rule are permitted to connect to the Exchange's backup systems and may participate in scheduled
functional and performance testing of the Exchange's business continuity and disaster recovery
plans.
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(c) Market-Wide Circuit Breaker (“MWCB”) Mandatory Testing

(1) Each member organization designated pursuant to paragraphs (b)(1) and (3) of this Rule to
participate in Exchange Backup Systems and Mandatory Testing will be required to participate in
scheduled MWCB testing in the manner and frequency specified by the Exchange. The Exchange
will notify member organizations of this additional testing obligation at the same time as such
member organizations are notified under paragraph (b)(4).

(2) Member organizations not designated pursuant to standards established in paragraphs (b)(1) and
(3) of this Rule are permitted to participate in a scheduled MWCB testing.

Adopted: September 23, 2016 (NYSE-2016-48). Amended: December 1, 2016 (NYSE-2016-81); August 13, 2018 (NYSE-2018-31).
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This Rule is not applicable to trading UTP Securities on the Pillar trading platform.

(a) Except as may be otherwise determined by the Board of Directors as to particular days, the Exchange shall
be open for the transaction of business on every business day, excluding Saturdays; (a) for a 9:30 a.m. to 4:00
p.m. trading session; (b) for the purposes of "Off-Hours Trading" (as Rule 900 (Off-Hours Trading: Applicability
and Definitions) defines that term), during such hours as the Exchange may from time to time specify; and (c)
during such hours as may be specified by Exchange rule (See e.g., Rules 1100 and 1300.) (d) The hours of
business for NYSE Bonds SM are set forth in Rule 86.

(b) Except as may be otherwise determined by the Exchange Board of Directors, the Chief Executive Officer
("CEO") of the Exchange may take any of the following actions:

(i) halt or suspend trading in some or all securities traded on the Exchange;
(ii) extend the hours for the transaction of business on the Exchange;
(iii) close some or all Exchange facilities;
(iv) determine the duration of any halt, suspension or closing undertaken pursuant to this rule; or
(v) determine to trade securities on the Exchange’s Disaster Recovery Facility pursuant to Rule 49.

(c) The CEO shall take any of the actions described in paragraph (b) above only when he deems such action
to be necessary or appropriate for the maintenance of a fair and orderly market, or the protection of investors
or otherwise in the public interest, due to extraordinary circumstances such as (1) actual or threatened physical
danger, severe climatic conditions, civil unrest, terrorism, acts of war, or loss or interruption of facilities utilized by
the Exchange, (2) a request by a governmental agency or official, or (3) a period of mourning or recognition for a
person or event.

The CEO shall notify the Exchange Board of actions taken pursuant to this Rule, except for a period of mourning
or recognition for a person or event, as soon thereafter as is feasible.

• • • Supplementary Material: 

.10   Holidays.—The Board has determined that the Exchange will not be open for business on New Year's
Day, Martin Luther King, Jr. Day, Washington's Birthday, Good Friday, Memorial Day, Independence Day,
Labor Day, Thanksgiving Day and Christmas Day. Martin Luther King, Jr. Day, Washington's Birthday and
Memorial Day will be celebrated on the third Monday in January, the third Monday in February and the last
Monday in May, respectively

The Exchange Board has also determined that, when any holiday observed by the Exchange falls on
a Saturday, the Exchange will not be open for business on the preceding Friday and when any holiday
observed by the Exchange falls on a Sunday, the Exchange will not be open for business on the succeeding
Monday, unless unusual business conditions exist, such as the ending of a monthly or the yearly accounting
period.

Adopted: September 12, 1974; effective October 1, 1974; October 15, 1970; effective January 1, 1971.
Amended: March 19, 1964; March 1, 1973; September 30, 1985; May 24, 1991; July 7, 1997; February 4, 1998; February 12,
2002( SR-NYSE-2001-55); March 1, 2004 (SR-NYSE-2004-02); February 27, 2006, effective March 8, 2006 (NYSE-2005-77);
January 9, 2007 (SR-NYSE-2006-80); March 20, 2007 (NYSE-2006-37); March 31, 2010 (NYSE-2010-26); September 23, 2016
(NYSE-2016-48); July 27, 2017 (NYSE-2017-35).
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This Rule is not applicable to trading UTP Securities on the Pillar trading platform.

Dealings on the Exchange shall be limited to the hours during which the Exchange is open for the transaction
of business; and no member shall make any bid, offer or transaction on the Exchange before or after those
hours, except that a DMM may issue and receive pre-opening notifications and pre-opening responses before
the official opening of the Exchange and loans of money or securities may be made after the official closing of
the Exchange.

Amended: August 11, 1978; May 24, 1991; October 24, 2008 (NYSE-2008-46); May 6, 2015 (NYSE-2015-23); July 27, 2017
(NYSE-2017-35).
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Only securities admitted to dealings on an "issued," "when issued," or "when distributed" basis shall be dealt in
upon the Exchange.
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(a)   Only members shall be permitted to make or accept bids and offers, consummate transactions or
otherwise transact business on the Floor in any security admitted to dealings on the Exchange.

(b)   Notwithstanding paragraph (a) above, an appropriately registered and supervised booth clerk working
in a member organization’s booth premise that is approved by the Exchange’s regulatory staff to operate
its booth premise similar to the member organization’s “upstairs” office pursuant to Exchange Rule 70.40
shall be allowed to process orders sent to the booth in the same manner that sales traders in a member
organization’s “upstairs office” are allowed to process orders.

Amended: October 24, 1968, effective December 2, 1968; October 20, 1977; August 11, 1978; February 27, 2006, effective March 8,
2006 (NYSE-2005-77); June 14, 2007 (NYSE-2007-51); May 6, 2015 (NYSE-2015-23); September 28, 2015 (NYSE-2015-27).
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This Rule is not applicable to trading UTP Securities on the Pillar trading platform.

The unit of trading in stocks shall be one share. Securities traded on the Exchange shall be quoted in round
lots (generally 100 shares), except that in the case of certain stocks designated by the Exchange the round lot
shall be such lesser number of shares as may be determined by the Exchange, with respect to each stock so
designated. Stocks designated with round lots of less than 100 shares shall be dealt in pursuant to the provisions
of Rule 64. Odd-lots are orders for shares less than the applicable round lot. Part of a round lot (“PRL”) orders
are orders in more than one round lot but not a multiple thereof (such as 175 shares). The unit of trading in
bonds is set forth in Rule 86.

Amended: October 18, 1962; August 16, 1988; March 20, 2007 (NYSE-2006-37); July 27, 2010 (NYSE-2010-43); July 27, 2017
(NYSE-2017-35).
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This Rule is not applicable to trading UTP Securities on the Pillar trading platform.

Except as otherwise designated by the Exchange, transactions in rights to subscribe shall be on the basis of one
right accruing on each share of issued stock and the unit of trading in rights shall be one right and rights shall be
quoted in denominations of 100 rights.

Amended: July 27, 2010 (NYSE-2010-43); July 27, 2017 (NYSE-2017-35).
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This Rule is not applicable to trading of UTP Securities on the Pillar trading platform.

(a)  

(i)   For purposes of this rule, the terms " vendor", "bid", "offer", "NMS security", "quotation size",
"published bid", "published offer", "published quotation size", "make publicly available", "aggregate
quotation size" and "specified persons" shall have the meaning given to them in Section 242.602 ("Rule
602") of Regulation National Market System ("Reg. NMS"), 17 CFR Part 242. A bid or offer may also
be the aggregation of odd-lot orders the sum of which is equal to or greater than a round lot that will be
quoted pursuant to the provision of Rule 55.

(ii)   For the purposes of this rule and Rule 602 of Reg. NMS as applied to the Exchange and its members,
the term "responsible broker or dealer" shall mean, with respect to any bid or offer for any NMS security
made available by the Exchange to vendors, the member or member organization who enters a bid or
offer in such NMS security, to the extent of the quotation size such member or member organization
specifies.

(b)   Each member or member organization who is a responsible broker or dealer shall, in addition to meeting
the obligations as set forth in paragraph (b) of Rule 602 of Reg. NMS as applicable to such member or
member organization under this rule, also abide by such rules and procedures adopted by the Exchange, in
order to enable the Exchange to meet its quotation dissemination requirements under paragraph (a) of Rule
602 of Reg. NMS as applicable to the Exchange under this rule.

(c)   With respect to paragraph (a) of Rule 602 of Reg. NMS, the Exchange shall, at all times it is open for
trading, collect, process and make available to quotation vendors the highest bid and the lowest offer, and
the quotation size or the aggregate quotation size associated therewith, in each NMS security in accordance
with paragraphs (d) and (f) below (excluding any such bid or offer which is executed immediately after being
made in the crowd and any such bid or offer which is canceled or withdrawn if not executed immediately after
being made) except during any period when trading in such reported security has been suspended or halted,
or prior to the commencement of trading in such NMS security on any trading day. Bids and offers on the
Exchange, and associated quotation sizes and aggregate quotations sizes, shall be collected, processed and
made available to vendors as follows:
 

(i)   Normal Mode—Unless otherwise designated pursuant to the provisions of subparagraphs (c)(ii),
the market for each NMS security shall be considered to be in a "normal mode". While such market is in
a normal mode, the member or member organization who enters a bid or offer into Exchange systems
shall be deemed the "responsible broker or dealer" with respect to any bid or offer made available by the
Exchange to vendors.

(d)   Autoquoting of highest bid/lowest offer. The Exchange will autoquote the NYSE’s highest bid or lowest
offer to reflect non-marketable limit orders, Floor broker agency interest (also referred to as "e-Quotes")
pursuant to the provisions of Rule 70(a)(ii), Floor broker proprietary interest (also referred to as “G-quotes”)
pursuant to provisions of Section 11(a)(1)(G) of the Securities Exchange Act of 1934 as amended, and DMM
interest pursuant to the provisions of Rule 104(d)(i) whenever it is at a price higher (lower) than the previously
disseminated highest (lowest) bid (offer). When the NYSE’s highest bid or lowest offer has been executed or
cancelled in its entirety, the Exchange will autoquote a new bid or offer reflecting the total size of displayable
orders at the next highest (in the case of a bid) or lowest (in the case of an offer) price.
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(i)   Autoquote will be suspended when ) a block-size transaction as defined in Rule 127.10 that involves
orders on the Display Book® is being reported manually.

(ii)   Autoquote will resume immediately after the report of a block-size transaction involving orders on the
Display Book®.
 

(B)   Autoquote will resume immediately after the report of a block-size transaction involving orders on
the Display Book®.

(iii)   In the following situations, even if automatic executions are suspended pursuant to Rule 1000(a),
autoquote will update the quote:
 

(A)(I)   When an order or cancellation of an order arrives that would not result in a locked or crossed
market in a security whose price on the Exchange is $10,000 or more ("high-priced" security) or a
manual execution takes place in such security.
 

(II)   When cancellation of the Exchange best bid (offer) in a high-priced security arrives whenever
the Display Book® in such security is internally locked or crossed and autoquoting of the next best
bid (offer) would create a locked or crossed market on the Exchange, one round lot at the bid (offer)
price tht existed at the time of the cancellation will be autoquoted.

(B)   If part of the existing Exchange best bid (offer) cancels, the remaining volume associated with
such bid (offer) will be autoquoted.
 

(C)   If the entire existing Exchange best bid (offer) cancels, one round lot at the bid (offer) price that
existed at the time of the cancellation will be autoquoted.

(D)   If there is a cancellation of the Exchange best bid (offer) whenever the Display Book is
internally locked or crossed and autoquoting of the next best bid (offer) would create a locked or
crossed market on the Exchange, one round lot at the bid (offer) price that existed at the time of the
cancellation will be autoquoted.

(e)   In addition to meeting its obligations as set forth in paragraph (a) of Rule 602 of Reg. NMS as applicable
to the Exchange under this Rule 60, the Exchange shall make available to vendors and shall communicate
to other specified persons the appropriate mode identifier in effect as to each NMS security that shall, in the
case of the initiation and termination of non-firm modes, effect the requisite notification and re-notification of
specified persons under subparagraph (a)(3) of Rule 602 of Reg. NMS.

(f)  

(i)   The Exchange shall promptly report in each NMS security the highest bid and lowest offer made in
such security and the associated quotation size that the Exchange wishes to make available to vendors.

(ii)   Each member or member organization who is a responsible broker or dealer on the Floor shall:
 

(A)   promptly report as to the reported NMS whenever a bid, offer or quotation size previously reported
is to be revised; and

(B)   promptly report as to the NMS security whenever a bid and/or offer previously reported is to be
cancelled or withdrawn.

• • • Supplementary Material: 
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.10   No member or member organization shall be deemed to be a responsible broker or dealer with respect
to a published bid or offer that is erroneous as a result of an error or omission made by the Exchange or any
vendor.

.20   While the market for a reported security is in a "normal mode", the member or member organization that
made the bid or offer shall honor any bid or offer then being displayed by vendors which is erroneous, up to
the quotation size then being so displayed, which has been displayed for six minutes or more on the Price
Display Unit at the post. Provided, however, that such member or member organization shall not be required
to honor such a bid or offer which is erroneous as to either price or size or both if:
 

(i)   as a matter or record, an execution, cancellation or update of such bid or offer was in effect or in
process;

(ii)   in honoring such a bid or offer, the resulting transaction would violate applicable Exchange rules or
federal regulations;

(iii)   equipment failure prevents the member or member organization from monitoring such bid or offer; or

(iv)   the price sought upon such quotation is above the current bid or below the current offer, on the Floor,
by (a) one-half point or more in the case of a reported security trading at $50 or less or (b) one point or
more in the case of a reported security trading at more than $50.

Amended: August 1, 1978; June 17, 1991; March 16, 2001 effective March 14, 2001 (NYSE-2001-06); August 9, 2001 effective August
17, 2001 (NYSE-2001-16); November 7, 2002 (02-54); December 29, 2000 effective December 30, 2000 (NYSE-2002-54); April 2,
2003 (2002-55); March 4, 2005 (NYSE-2004-61); December 14, 2005 (NYSE-2005-87); March 22, 2006 (NYSE-2004-05); October 5,
2006 (NYSE-2006-82); November 27, 2006 (NYSE-2006-65); March 26, 2007 (NYSE-2007-31); January 15, 2008 (NYSE-2007-120);
October 24, 2008 (NYSE-2008-46); July 10, 2009 (NYSE-2009-68); July 27, 2010 (NYSE-2010-43); June 20, 2013 (NYSE-2013-41);
January 15, 2015 (NYSE-2015-01); July 27, 2017 (NYSE-2017-35).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, Rule 61., New York
Stock Exchange, Recognized Quotations

Click to open document in a browser

This Rule is not applicable to trading UTP Securities on the Pillar trading platform.

Round lots, Odd lots and Part of Round Lot ("PRL")

a. Bids and offers in securities

(i) All bids and offers for more than one trading unit are eligible for execution for the amount specified or
for any lesser number of units.

(ii) Transactions in part of a round lot (“PRL”) amounts, i.e., orders in more than one round lot but not a
multiple thereof (such as 175 shares), will be published to the Consolidated Tape and may qualify as a
last sale.

(iii) A transaction of an amount less than one round lot shall be published to the Consolidated Tape but
does not qualify as a last sale.

b. Bids and offers in bonds are governed by the provisions of Rule 86.

Amended: August 11, 1978; August 16, 1988; June 17, 1991; May 28, 1998; March 20, 2007 (NYSE-2006-37); October 24, 2008
(NYSE-2008-46); July 27, 2010 (NYSE-2010-43); November 19, 2013 (NYSE-2013-75); December 15, 2015 (NYSE-2015-60); March
26, 2018 (NYSE-2017-36).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, Rule 62., New York Stock Exchange, Variations

Click to open document in a browser

This Rule is not applicable to trading UTP Securities on the Pillar trading platform.

Bids or offers in securities admitted to trading on the Exchange may be made in such variations as the Exchange
shall from time to time determine and make known to is membership.

• • • Supplementary Material: 

.10   The minimum price variation (MPV) for quoting and entry of orders in equity securities admitted to
dealings on the Exchange shall be as follows:

Price of Order or Interest Minimum Price Variation
Less Than $1.00 $.0001
$1.00 or greater $.01

Amended: June 18, 1997; August 1, 1997; August 30, 2000 effective August 28, 2000 (NYSE-00-22 AMENDMENT #1); July 29, 2002
(NYSE-2002-12); March 8, 2004 (NYSE-2004-10); November 26, 2008 (NYSE-2008-123); November 3, 2009 (NYSE-2009-107); July
27, 2010 (NYSE-2010-43); July 27, 2017 (NYSE-2017-35).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, Rule 63., New York Stock
Exchange, “When Issued”— “When Distributed”

Click to open document in a browser

Bids and offers in securities admitted to dealings on a "when issued" basis shall be made only "when issued,"
i.e., for delivery when issued as determined by the Exchange.

Bids and offers in securities admitted to dealings on a "when distributed" basis shall be made only "when
distributed," i.e., for delivery when distributed as determined by the Exchange.

• • • Supplementary Material: 

.10   "When issued" and "when distributed" orders.—When dealings in a stock on a "when issued" or "when
distributed" basis are suspended, and dealings of the same stock are continued on a "regular way" basis,
all orders for the purchase or sale of the stock on a "when issued" or "when distributed" basis will expire at
the close of business on the day before such dealings on a "when issued" or "when distributed" basis are
suspended, unless otherwise directed by the Exchange.

Amended: October 24, 2008 (NYSE-2008-46).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, Rule 64., New York Stock
Exchange, Bonds, Rights and 100-Share-Unit Stocks

Click to open document in a browser

   Bids and offers in securities admitted to dealings on an "issued" basis, shall be made as "regular way."
In addition, the Exchange may allow for any such additional settlement instructions and periods as the
Exchange may from time to time determine.

Amended: September 25, 1967; February 9, 1968; March 2, 1987; June 17, 1994; March 17, 1995; effective June 7, 1995; August
30, 2000 effective August 28, 2000 (SR-NYSE-00-22 AMENDMENT# 1); July 29, 2002 (NYSE-2002-12); February 25, 2009
(NYSE-2009-17); July 1, 2009 (NYSE-2009-59); February 10, 2017 (NYSE-2016-87); July 20, 2017 (NYSE-2017-33).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, Rule 65., New York Stock Exchange, Reserved

Click to open document in a browser

Reserved.

Amended: February 9, 1968; March 17, 1995; effective June 7, 1995; July 27, 2010 (NYSE-2010-43).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, Rule 66., New York
Stock Exchange, U.S. Government Securities

Click to open document in a browser

Bids and offers in securities of the United States Government admitted to dealings on an "issued" basis shall be
made only as the "regular way."

In addition, the Exchange may allow for any such additional settlement periods as the Exchange may from time
to time determine.

Rule 67 (Convertible Bonds), Rule 68 (Other Bonds) and Rule 69 (Disagreement, "Fourth Day" or
"Delayed Delivery") were repealed on February 9, 1968 in connection with the amendment of Rule 64
(Bonds, Rights and 100-Share-Unit Stocks) concerning five-day settlement of regular way contracts.

Amended: February 25, 2009 (NYSE-2009-17); July 1, 2009 (NYSE-2009-59); July 20, 2017 (NYSE-2017-33).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, Rule 67., New York
Stock Exchange, Rule 67. Tick Size Pilot Plan

Click to open document in a browser

This Rule is not applicable to trading UTP Securities on the Pillar trading platform.

The provisions of this Rule will be in effect during a pilot to coincide with the pilot period for the Regulation NMS
Tick Size Pilot Plan. Paragraph (f)(5) of this Rule will continue to be in effect for all Pilot Securities for six months
after the end of the Pilot Period.

(a) Tick Size Pilot Program

(1) Definitions.

(A) “Plan” means the Tick Size Pilot Plan Submitted to the Securities and Exchange Commission
Pursuant to Rule 608(a)(3) of Regulation NMS under the Exchange Act.

(B) “Pilot Test Groups” means the three test groups established under the Plan, consisting of 400
Pilot Securities each, which satisfy the respective criteria established by the Plan for each
such test group.

(C) “Retail Investor Order” means an agency order or a riskless principal order that meets the
criteria of FINRA Rule 5320.03 that originates from a natural person and is submitted to the
Exchange by a retail member organization, provided that no change is made to the terms
of the order with respect to price or side of market and the order does not originate from a
trading algorithm or any other computerized methodology. A Retail Investor Order may be an
odd lot, round lot, or partial round lot.

(D) “Trade-at Intermarket Sweep Order” means a limit order for a Pilot Security that meets the
following requirements:

(i) When routed to a Trading Center, the limit order is identified as a Trade-at
Intermarket Sweep Order; and

(ii) Simultaneously with the routing of the limit order identified as a Trade-at Intermarket
Sweep Order, one or more additional limit orders, as necessary, are routed to
execute against the full displayed size of any protected bid, in the case of a limit
order to sell, or the full displayed size of any protected offer, in the case of a limit
order to buy, for the Pilot Security with a price that is better than or equal to the limit
price of the limit order identified as a Trade-at Intermarket Sweep Order. These
additional routed orders also must be marked as Trade-at Intermarket Sweep
Orders or Intermarket Sweep Orders.

(E) All capitalized terms not otherwise defined in this Rule shall have the meanings set forth in
the Plan, Regulation NMS under the Exchange Act, or Exchange rules, as applicable.

(2) Exchange Participation in the Plan. The Exchange is a Participant in, and subject to the applicable
requirements of, the Plan, which establishes a Tick Size Pilot Program that will allow the Securities
and Exchange Commission, market participants, and the public to study and assess the impact
of increment conventions on the liquidity and trading of the common stocks of small capitalization
companies.

(3) Member Organization Compliance. Member organizations shall establish, maintain and enforce written
policies and procedures that are reasonably designed to comply with the applicable requirements of the
Plan.

(4) Exchange Compliance with the Plan. Exchange systems will not display, quote or trade in violation of
the applicable quoting and trading requirements for a Pilot Security specified in the Plan and this Rule,
unless such quotation or transaction is specifically exempted under the Plan.
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(5) Pilot Securities That Drop Below $1.00 during the Pilot Period. If the price of a Pilot Security drops
below $1.00 during regular trading on any given business day, such Pilot Security will continue to be
subject to the Plan and the requirements enumerated in (c)- (e) below and will continue to trade in
accordance with such Rules as if the price of the Pilot Security had not dropped below $1.00. However,
if the Closing Price of a Pilot Security on any given business day is below $1.00, such Pilot Security
will be moved out of its respective Pilot Test Group into the Control Group, and may then be quoted
and traded at any price increment that is currently permitted by Exchange rules for the remainder of
the Pilot Period. Notwithstanding anything contained herein to the contrary, at all times during the
Pilot Period, Pilot Securities (whether in the Control Group or any Pilot Test Group) will continue to be
subject to the requirements contained in Paragraph (b).

(b) Compliance with Data Collection Requirements

(1) Policies and Procedures Requirement. A member organization that operates a Trading Center shall
establish, maintain and enforce written policies and procedures that are reasonably designed to comply
with the data collection and transmission requirements of Items I and II of Appendix B of the Plan, and
a member organization that is a Market Maker shall establish, maintain and enforce written policies
and procedures that are reasonably designed to comply with the data collection and transmission
requirements of Item IV of Appendix B of the Plan and Item I of Appendix C of the Plan.

(2) The Exchange shall collect and transmit to the SEC the data described in Items I and II of Appendix B
of the Plan relating to trading activity in Pre-Pilot Data Collection Securities and Pilot Securities on a
Trading Center operated by the Exchange. The Exchange shall transmit such data to the SEC in a pipe
delimited format, on a disaggregated basis by Trading Center, within 30 calendar days following month
end for:

(A) Each Pre-Pilot Data Collection Security for the period beginning six months prior to the Pilot
Period through thirty-one days prior to the first day of the Pilot Period; and

(B) Each Pilot Security for the period beginning thirty days prior to the first day of the Pilot Period
through six months after the end of the Pilot Period.

The Exchange also shall make such data publicly available on the Exchange web site within
120 calendar days following month end at no charge and shall not identify the member
organization that generated the data.

(3) Daily Market Maker Participation Statistics Requirement

(A) A member organization that is a Market Maker shall collect and transmit to their Designated
Examining Authority (“DEA”) data relating to Item IV of Appendix B of the Plan, with respect
to activity conducted on any Trading Center in Pre-Pilot Data Collection Securities and Pilot
Securities in furtherance of its status as a Market Maker, including a Trading Center that
executes trades otherwise than on a national securities exchange, for transactions that
have settled or reached settlement date. Market Makers shall transmit such data in a format
required by their DEA by 12:00 p.m. EST on T+4:

(i) For transactions in each Pre-Pilot Data Collection Security for the period beginning
six months prior to the Pilot Period through thirty-one days prior to the first day of
the Pilot Period; and

(ii) For transactions in each Pilot Security for the period beginning thirty days prior to
the first day of the Pilot Period through six months after the end of the Pilot Period.

(B) A member organization that is a Market Maker whose DEA is not a Participant to the Plan
shall transmit the data collected pursuant to paragraph (3)(A) above to the Financial Industry
Regulatory Authority, Inc. (“FINRA”). Market Makers shall transmit such data in a format
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required by FINRA by 12:00 p.m. EST on T+4 in accordance with paragraphs (3)(A)(i) and (ii)
above.

(C) The Exchange shall transmit the data collected by the DEA or FINRA pursuant to paragraphs
(3)(A) and (B) above relating to Market Maker activity on a Trading Center operated by the
Exchange to the SEC in a pipe delimited format within 30 calendar days following month end.
The Exchange shall also make such data publicly available on the Exchange web site within
120 calendar days following month end at no charge and shall not identify the Trading Center
that generated the data.

(4) Market Maker Profitability

(A) A member organization that is a Market Maker shall collect and transmit to their DEA the
data described in Item I of Appendix C of the Plan with respect to executions on any Trading
Center that have settled or reached settlement date. Market Makers shall transmit such data
in a format required to their DEA by 12:00 p.m. EST on T+4 for executions during and outside
of Regular Trading Hours in each:

(i) Pre-Pilot Data Collection Security for the period beginning six months prior to the
Pilot Period through thirty-one days prior to the first day of the Pilot Period; and

(ii) Pilot Security for the period beginning thirty days prior to the first day of the Pilot
Period through six months after the end of the Pilot Period.

(B) A member organization that is a Market Maker whose DEA is not a Participant to the Plan
shall transmit the data collected pursuant to paragraph (4)(A) above to FINRA. Market
Makers shall transmit such data in a format required by FINRA by 12:00 p.m. EST on T+4 for
executions during and outside of Regular Trading Hours in accordance with paragraphs (4)
(A)(i) and (ii) above.

(5) Market Maker Registration Statistics. The Exchange shall collect and transmit to the SEC the data
described in Item III of Appendix B of the Plan relating to daily Market Maker registration statistics in a
pipe delimited format within 30 calendar days following month end for:

(A) Transactions in each Pre-Pilot Data Collection Security for the period beginning six months
prior to the Pilot Period through the trading day immediately preceding the Pilot Period; and

(B) Transactions in each Pilot Security for the period beginning on the first day of the Pilot Period
through six months after the end of the Pilot Period.

The Exchange also shall make such data publicly available on the Exchange web site within
120 calendar days following month end at no charge and shall not identify the member
organization that generated the data.

(c) Pilot Securities in Test Group One will be subject to the following requirement: No member organization may
display, rank, or accept from any person any displayable or non-displayable bids or offers, orders, or indications
of interest in increments other than $0.05. However, orders priced to trade at the midpoint of the national best bid
and national best offer (“NBBO”) or best protected bid and best protected offer (“PBBO”) and orders entered in
the Exchange’s Retail Liquidity Program as Retail Price Improvement Orders (as defined in Rule 107C) may be
ranked and accepted in increments of less than $0.05. Pilot Securities in Test Group One may continue to trade
at any price increment that is currently permitted by Rule 62.10.

(d) Pilot Securities in Test Group Two shall be subject to the following requirements:

(1) No member organization may display, rank, or accept from any person any displayable or non-
displayable bids or offers, orders, or indications of interest in increments other than $0.05. However,
orders priced to trade at the midpoint of the NBBO or PBBO and orders entered in the Exchange’s
Retail Liquidity Program as Retail Price Improvement Orders (as defined in Rule 107C) may be ranked
and accepted in increments of less than $0.05.
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(2) Absent any of the exceptions listed in (3) below, no member organization may execute orders in any
Pilot Security in Test Group Two in price increments other than $0.05. The $0.05 trading increment will
apply to all trades, including Brokered Cross Trades.

(3) Pilot Securities in Test Group Two may trade in increments less than $0.05 under the following
circumstances:

(A) Trading may occur at the midpoint between the NBBO or the PBBO;
(B) Retail Investor Orders may be provided with price improvement that is at least $0.005 better

than the PBBO;
(C) Negotiated Trades may trade in increments less than $0.05; and
(D) Execution of a customer order to comply with Rule 5320 following the execution of a

proprietary trade by the member organization at an increment other than $0.05, where such
proprietary trade was permissible pursuant to an exception under the Plan.

(e) Pilot Securities in Test Group Three shall be subject to the following requirements:

(1) No member organization may display, rank, or accept from any person any displayable or non-
displayable bids or offers, orders, or indications of interest in increments other than $0.05. However,
orders priced to trade at the midpoint of the NBBO or PBBO and orders entered in the Exchange’s
Retail Liquidity Program as Retail Price Improvement Orders (as defined in Rule 107C) may be ranked
and accepted in increments of less than $0.05.

(2) Absent any of the exceptions listed in (3) below, no member organization may execute orders in any
Pilot Security in Test Group Three in price increments other than $0.05. The $0.05 trading increment
will apply to all trades, including Brokered Cross Trades.

(3) Pilot Securities in Test Group Three may trade in increments less than $0.05 under the following
circumstances:

(A) Trading may occur at the midpoint between the NBBO or PBBO;
(B) Retail Investor Orders may be provided with price improvement that is at least $0.005 better

than the Best Protected Bid or the Best Protected Offer;
(C) Negotiated Trades may trade in increments less than $0.05; and
(D) Execution of a customer order to comply with Rule 5320 following the execution of a

proprietary trade by the member organization at an increment other than $0.05, where such
proprietary trade was permissible pursuant to an exception under the Plan.

(4) Pilot Securities in Test Group Three will be subject to the following Trade-at Prohibition:

(A) “Trade-at Prohibition” means the prohibition against executions by a Trading Center of a sell
order for a Pilot Security at the price of a Protected Bid or the execution of a buy order for a
Pilot Security at the price of a Protected Offer during regular trading hours.

(B) Absent any of the exceptions listed in (C) below, no member organization may execute a sell
order for a Pilot Security in Test Group Three at the price of a Protected Bid or execute a buy
order for a Pilot Security in Test Group Three at the price of a Protected Offer.

(C) Member organizations may execute a sell order for a Pilot Security in Test Group Three at
the price of a Protected Bid or execute a buy order for a Pilot Security in Test Group Three at
the price of a Protected Offer if any of the following circumstances exist:

(i) The order is executed as agent or riskless principal by an independent trading
unit, as defined under Rule 200(f) of Regulation SHO, of a Trading Center within a
member organization that has a displayed quotation as agent or riskless principal,
via either a processor or an SRO Quotation Feed, at a price equal to the traded-
at Protected Quotation, that was displayed before the order was received, but only
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up to the full displayed size of that independent trading unit’s previously displayed
quote;

(ii) The order is executed by an independent trading unit, as defined under Rule 200(f)
of Regulation SHO, of a Trading Center within a member organization that has a
displayed quotation for the account of that Trading Center on a principal (excluding
riskless principal) basis, via either a processor or an SRO Quotation Feed, at a
price equal to the traded-at Protected Quotation, that was displayed before the
order was received, but only up to the full displayed size of that independent trading
unit’s previously displayed quote;

(iii) The order is of Block Size at the time of origin and may not be:

A. an aggregation of non-block orders; or
B. broken into orders smaller than Block Size prior to submitting the order to

a Trading Center for execution.
(iv) The order is a Retail Investor Order executed with at least $0.005 price

improvement;
(v) The order is executed when the Trading Center displaying the Protected Quotation

that was traded at was experiencing a failure, material delay, or malfunction of its
systems or equipment;

(vi) The order is executed as part of a transaction that was not a "regular way" contract;
(vii) The order is executed as part of a single-priced opening, reopening, or closing

transaction on the Exchange;
(viii) The order is executed when a Protected Bid was priced higher than a Protected

Offer in the Pilot Security;
(ix) The order is identified as a Trade-at Intermarket Sweep Order;
(x) The order is executed by a Trading Center that simultaneously routed Trade-at

Intermarket Sweep Orders or Intermarket Sweep Orders to execute against the full
displayed size of the Protected Quotation that was traded at;

(xi) The order is executed as part of a Negotiated Trade;
(xii) The order is executed when the Trading Center displaying the Protected Quotation

that was traded at had displayed, within one second prior to execution of the
transaction that constituted the Trade-at, a Best Protected Bid or Best Protected
Offer, as applicable, for the Pilot Security with a price that was inferior to the price of
the Trade-at transaction;

(xiii) The order is executed by a Trading Center which, at the time of order receipt, the
Trading Center had guaranteed an execution at no worse than a specified price (a
"stopped order"), where:

A. The order is executed by a Trading Center which, at the time of order
receipt, the Trading Center had guaranteed an execution at no worse than
a specified price (a "stopped order"), where:

B. The customer agreed to the specified price on an order-by-order basis;
and

C. The price of the Trade-at transaction was, for a stopped buy order, equal
to or less than the National Best Bid in the Pilot Security at the time of
execution or, for a stopped sell order, equal to or greater than the National
Best Offer in the Pilot Security at the time of execution, as long as such
order is priced at an acceptable increment;

(xiv) The order is for a fractional share of a Pilot Security, provided that such fractional
share order was not the result of breaking an order for one or more whole shares
of a Pilot Security into orders for fractional shares or was not otherwise effected to
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evade the requirements of the Trade-at Prohibition or any other provisions of the
Plan; or

(xv) The order is to correct a bona fide error, which is recorded by the Trading Center in
its error account. A bona fide error is defined as:

A. The inaccurate conveyance or execution of any term of an order including,
but not limited to, price, number of shares or other unit of trading;
identification of the security; identification of the account for which
securities are purchased or sold; lost or otherwise misplaced order tickets;
short sales that were instead sold long or vice versa; or the execution of
an order on the wrong side of a market;

B. The unauthorized or unintended purchase, sale, or allocation of securities,
or the failure to follow specific client instructions;

C. The incorrect entry of data into relevant systems, including reliance on
incorrect cash positions, withdrawals, or securities positions reflected in
an account; or

D. A delay, outage, or failure of a communication system used to transmit
market data prices or to facilitate the delivery or execution of an order.

(D) No member organization shall break an order into smaller orders or otherwise effect or
execute an order to evade the requirements of the Trade-at Prohibition of this Rule or any
other provisions of the Plan.

(f) Exchange handling of orders during the pilot period for the Plan.

(1) Trade-at Intermarket Sweep Orders (“TA ISO”)

(A) The Exchange will accept TA ISOs in all securities. TA ISOs must be designated as IOC, may
include a minimum trade size, and do not route.

(B) A TA ISO will be immediately and automatically executed against the displayed and non-
displayed bid (offer) up to its full size in accordance with and to the extent provided by
Exchange Rules 1000 – 1004 and will then sweep the Exchange’s book as provided in Rule
1000(e)(iii), and the portion not so executed will be immediately and automatically cancelled.

(C) TA ISOs will be accepted before the Exchange opens and will be eligible to participate in the
opening transaction at its limit price, but will not be accepted during a trading halt or pause for
participation in a reopening transaction.

(D) TA ISOs may not be entered as e-Quotes, d-Quotes, or g-Quotes.
(2) For Pilot Securities in Test Groups One, Two, and Three:

(A) References in Exchange rules to the minimum price variation, as defined in Supplementary
Material .10 to Rule 62, instead mean the quoting minimum price variation specified in
paragraphs (c), (d), and (e) of this Rule.

(B) Pre-opening indications, as defined in Rule 15(a), must be published in $0.05 pricing
increments.

(C) MPL Orders must be entered with a limit price in a $0.05 pricing increment.
(D) Trading Collars that are not in the trading MPV for the security will be moved to the nearest

price in the trading MPV for that security.
(3) For Pilot Securities in Test Groups Two and Three, Retail Price Improvement Orders must be entered

with a limit price and an offset in a $0.005 pricing increment.
(4) For Pilot Securities in Test Group Three:

(A) An incoming automatically executing order to sell (buy) will trade with displayable bids (offers)
and route to protected bids (offers) before trading with an unexecuted Market Order held
undisplayed at the same price. After trading or routing, or both, any remaining balance of an
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incoming order will satisfy any unexecuted Market Orders in time priority before trading with
non-displayable interest on parity.

(B) Intermarket Sweep Orders:

(i) On entry, Day ISOs will be eligible for the exception set forth in paragraph (e)(4)(C)
(ix) of this Rule.

(ii) An IOC ISO to buy (sell) will not trade with non-displayed interest to sell (buy) that
is the same price as a protected offer (bid) unless the limit price such IOC ISO is
higher (lower) than the price of the protected offer (bid).

(C) A resting order to buy (sell) that is not displayed at the price at which it is eligible to trade
(“Non-displayed interest”):

(i) Will not trade at the price of a protected offer (bid).
(ii) Will not trade at the price of a protected bid (offer) unless the incoming order to sell

(buy) is a TA ISO, Day ISO, or IOC ISO that has a limit price lower (higher) than the
price of the non-displayed interest.

(iii) Will be routed, cancelled, or re-priced, consistent with the terms of the order, to
avoid trading with an arriving order at the price of a protected quotation.

(D) Reserved
(E) The only orders eligible for the exception set forth in paragraph (e)(4)(C)(iii) of this Rule are

buy and sell orders that are entered into the Cross Function pursuant to Supplementary
Material .10 to Rule 76.

(F) Incoming orders designated with an STPN Modifier will cancel before routing or trading with
non-displayed orders if the opposite-side resting interest marked with an STP modifier with
the same MPID is a displayed order.

(G) g-Quotes and Buy Minus/Zero Plus Orders will be rejected.
(5) In all Pilot Securities, d-Quotes to buy (sell) will not exercise discretion as provided for in Rule 70.25 if

(i) exercising such discretion would result in an execution equal to or higher (lower) than the price of a
protected offer (bid), or (ii) the price of a protected bid (offer) is equal to or higher (lower) than the filed
price of the d-Quote.

• • • Supplementary Material: 

.10 For purposes of the reporting requirement in Appendix B.II.(n), a Trading Center shall report “Y” to their DEA
where it is relying upon the Retail Investor Order exception to Test Groups Two and Three, and “N” in all other
instances.

.20 For purposes of Appendix B.I, the field “Affected by Limit-Up Limit-Down bands” shall be included. A Trading
Center shall report a value of “Y” to their DEA when the ability of an order to execute has been affected by the
Limit-Up Limit-Down (LULD) bands in effect at the time of order receipt. A Trading Center shall report a value of
“N” to their DEA when the ability of an order to execute has not been affected by the LULD bands in effect at the
time of order receipt. For purposes of Appendix B.I, the Participants shall classify all orders in Pilot and Pre-Pilot
Securities that may trade in a foreign market as: (1) fully executed domestically or (2) fully or partially executed
on a foreign market. For purposes of Appendix B.II, the Participants shall classify all orders in Pilot Securities
and Pre-Pilot Data Collection Securities that may trade in a foreign market as: (1) directed to a domestic venue
for execution; (2) may only be directed to a foreign venue for execution; or (3) fully or partially directed to a
foreign venue at the discretion of the member organization.

.30 (a) For purposes of Appendix B.I.a(14), B.I.a(15), B.I.a(21) and B.I.a(22), the time ranges shall be changed
as follows:

(1) Appendix B.I.a(14A): The cumulative number of shares of orders executed from 100 microseconds to
less than 1 millisecond after the time of order receipt;
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(2) Appendix B.I.a(15): The cumulative number of shares of orders executed from 1 millisecond to less
than 100 milliseconds after the time of order receipt;

(3) Appendix B.I.a(21A): The cumulative number of shares of orders canceled from 100 microseconds to
less than 1 millisecond after the time of order receipt; and

(4) Appendix B.I.a(22): The cumulative number of shares of orders canceled from 1 millisecond to less
than 100 milliseconds after the time of order receipt.

(b) For purposes of Appendix B.I.a(21) through B.I.a(27), unexecuted Immediate or Cancel orders shall be
categorized separately irrespective of the duration of time after order receipt.

.40 For purposes of Appendix B.I.a(31)-(33), the relevant measurement is the time of order receipt.

.50 For purposes of Appendix B, the following order types and numbers shall be included and assigned the
following numbers: "not held" orders (18); clean cross orders (19); auction orders (20); orders that cannot
otherwise be classified, including orders received when the NBBO is crossed (21); and limit orders priced more
than $0.10 away from NBBO (22). For purposes of order types 12-14 in Appendix B, such order types shall
include all orders and not solely “resting” orders.

.60 A member organization shall not be deemed a Trading Center for purposes of Appendix B of the Plan where
that member organization only executes orders otherwise than on a national securities exchange for the purpose
of: (i) correcting a bona fide error related to the execution of a customer order; (ii) purchases a security from
a customer at a nominal price solely for purposes of liquidating the customer’s position; or (iii) completing the
fractional share portion of an order.

.70 A Trading Center shall begin the data collection required pursuant to Appendix B.I.a(1) through B.II.(y) of
the Plan and Item I of Appendix C of the Plan on April 4, 2016. The requirement that the Exchange or their DEA
provide information to the SEC within 30 days following month end pursuant to Appendix B and C of the Plan
shall commence at the beginning of the Pilot Period. Notwithstanding the provisions of paragraphs (b)(2), (b)(3)
(C) and (b)(5) of this Rule, with respect to data for the Pre- Pilot Period and Pilot Period, the requirement that
the Exchange or their DEA make Appendix B data publicly available on the Exchange's or DEA's website shall
commence on August 31, 2017. Notwithstanding the provisions of paragraph (b)(4) of this Rule, the Exchange
or their DEA shall make Appendix C data for the Pre-Pilot Period through January 2017 publicly available on the
Exchange's or DEA's website by February 28, 2017.

.80 For purposes of Item I of Appendix C, the Participants shall calculate daily Market Maker realized profitability
statistics for each trading day on a daily last in, first out (LIFO) basis using reported trade price and shall include
only trades executed on the subject trading day. The daily LIFO calculation shall not include any positions
carried over from previous trading days. For purposes of Item I.c of Appendix C, the Participants shall calculate
daily Market Maker unrealized profitability statistics for each trading day on an average price basis. Specifically,
the Participants must calculate the volume weighted average price of the excess (deficit) of buy volume over
sell volume for the current trading day using reported trade price. The gain (loss) of the excess (deficit) of buy
volume over sell volume shall be determined by using the volume weighted average price compared to the
closing price of the security as reported by the primary listing exchange. In calculating unrealized trading profits,
the Participant also shall report the number of excess (deficit) shares held by the Market Maker, the volume
weighted average price of that excess (deficit), and the closing price of the security as reported by the primary
listing exchange used in reporting unrealized profit.

.90 "Pre-Pilot Data Collection Securities" are the securities designated by the Participants for purposes of the
data collection requirements described in Items I, II and IV of Appendix B and Item I of Appendix C of the Plan
for the period beginning six months prior to the Pilot Period through thirty-one days prior to the Pilot Period.
The Participants shall compile the list of Pre-Pilot Data Collection Securities by selecting all NMS stocks with
a market capitalization of $5 billion or less, a Consolidated Average Daily Volume (CADV) of 2 million shares
or less and a closing price of $1 per share or more. The market capitalization and the closing price thresholds
shall be applied to the last day of the prepilot measurement period, and the CADV threshold shall be applied to
the duration of the prepilot measurement period. The Pre-Pilot measurement period shall be the three calendar

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

269

http://researchhelp.cch.com/License_Agreement.htm


months ending on the day when the Pre-Pilot Data Collection Securities are selected. The Pre-Pilot Data
Collection Securities shall be selected thirty days prior to the commencement of the six-month Pre-Pilot Period.

.100 For purposes of Appendix B.IV, the count of the number of Market Makers used in the calculation
of share (trade) participation shall be added to each category. For purposes of Appendix B.IV(b) and (c),
share participation and trade participation shall be calculated by using a total count instead of a share-
weighted average or a trade-weighted average. For purposes of Appendix B, B.IV(d) (cross-quote share (trade)
participation), (e) (inside-the-quote share (trade) participation), (f) (at-the-quote share (trade) participation), and
(g) (outside-the-quote share (trade) participation), shall be calculated by reference to the National Best Bid or
National Best Offer in effect immediately prior to the trade.

Adopted: March 29, 2016 (NYSE-2016-27).
Amended: April 25, 2016 (NYSE-2015-46); September 12, 2016 (NYSE-2016-63); October 3, 2016 (NYSE-2016-62); December 6,
2016 (NYSE-2016-83); March 8, 2017 (NYSE-2017-10); May 10, 2017 (NYSE-2017-19); March 26, 2018 (NYSE-2017-36); October 1,
2018 (NYSE-2018-43).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, Rule 70., New York Stock
Exchange, Execution of Floor Broker Interest

Click to open document in a browser

This Rule is not applicable to trading UTP Securities on the Pillar trading platform.

(a)  

(i)   With respect to orders he is representing on the Floor, a Floor broker may place within Exchange
systems broker agency interest files (also referred to as e-Quotes SM) at multiple price points on both
sides of the market with respect to each security trading in the location(s) comprising the Crowd such
Floor broker is a part of with respect to orders he or she is representing on the Floor, except that the
agency interest files shall not include Market Orders or ISOs.

(ii)   The requirement that a Floor broker be in the Crowd in order to have agency interest files does not
apply to orders governed by Section 11(a)(1)(G) of the Securities Exchange Act of 1934 ("G" orders, also
referred to as G-Quotes, when submitted as a Floor broker agency interest file).

(iii)   A g-Quote to buy (sell) that would be required to route on arrival will be cancelled if there is resting
displayable interest that is not a g-Quote or DMM interest to buy (sell) at the same or higher (lower) price
as the g-Quote.

(b)  

(i)   Floor broker agency interest placed within files in Exchange systems shall become part of the
quotation when it is at or becomes the Exchange BBO and shall be executed in accordance with
Exchange Rule 72. Floor broker agency interest placed within files shall be automatically executed, in
accordance with, and to the extent provided by, Exchange Rules 1000-1004.

(ii)   A Floor broker shall have the ability to maintain undisplayed reserve interest consistent with
Exchange rules governing Reserve Orders. Such reserve interest is eligible for execution in manual
transactions.

(iii)   If an execution involving a Floor broker's agency interest at the Exchange BBO does not exhaust
the broker's interest at that price, the displayed interest will be automatically replenished from his or her
reserve interest, if any, so that at least one round-lot of the broker's interest is displayed consistent with
Exchange rules governing Reserve Orders.

(c)   A Floor broker may trade on behalf of his or her orders as part of the Crowd at the same price and on
the same side of the market as his or her agency interest placed within files only to the extent that the volume
traded in the Crowd is not included in the agency interest files.

(d)   A Floor broker's agency interest files must be cancelled when he or she leaves the Crowd, except that
a Floor broker may leave the Crowd without canceling his or her agency interest files to recharge his or her
handheld device. In addition, Floor brokers may leave the Crowd without canceling his or her agency interest
files to obtain "market looks" in securities located at panels that are part of another Crowd. Failure to adhere
to these provisions is a violation of Exchange rules. The Floor broker shall be held to all executions involving
his or her agency interest files.

(e)   The aggregate number of shares of e-Quotes at each price shall be made available to the DMM
in securities registered with the DMM. A DMM shall have access to information about e-Quotes on a
disaggregated basis, except as provided in subparagraph (f) below.
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(f)   A Floor broker may enter e-Quotes with reserve interest (“Reserve e-Quotes”) with or without a
“displayable” portion (as defined in Rule 13(d)(2)(A)). A Reserve e-Quote entered with a portion of the order
displayable must have a minimum of one round lot displayable (“Minimum Display Reserve e-Quote”).
Exchange systems shall display and process Reserve e-Quotes consistent with the provisions of Rule 13(d)
(2), subject to the provisions below:
 

(i)   A Minimum Display Reserve e-Quote shall participate in both automatic and manual executions.
Information about Minimum Display Reserve e-Quotes, including the reserve portion, is included in the
aggregated interest at each price point available to DMMs and shall be made available to the DMM on
a disaggregated basis. If a Floor broker chooses to exclude a Minimum Display Reserve e-Quote from
the DMM: (A) the entire Minimum Display Reserve e-Quote shall be available to the DMM as part of the
aggregated interest at a price point; and (B) none of the Minimum Display Reserve e-Quote shall be
available to the DMM on a disaggregated basis.

(ii)   A Reserve e-Quote without a displayable portion (“Non-Display Reserve eQuote”) shall participate
in both automatic and manual executions. Information about Non-Display Reserve e-Quotes shall be
included in the aggregated interest at each price point available to DMMs and shall be made available to
the DMM on a disaggregated basis. If a Floor broker chooses to exclude a Non-Display Reserve eQuote
from the DMM, information about the Non-Display Reserve e-Quote shall not be available to the DMM
either as part of the aggregated interest at a price point or in disaggregated form and the excluded Non-
Display Reserve e-Quote shall not participate in manual executions.

(g)   The Floor broker is the executing broker for transactions involving his or her agency interest files.

(h)  

(i)   Floor broker agency interest placed within files may participate in the opening and closing trades in
accordance with Exchange policies and procedures governing the open and close and the provisions of
Supplementary Material .25 and .26 below.

(ii)   Floor broker agency interest may be placed within files prior to the opening trade, regardless of the
Floor broker's location on the Floor, provided they have complied with the requirements of Rule 123(e).
However, Floor brokers must be in the Crowd at the open in order to participate in the opening trade
and any agency interest entered prior to the open in securities that are not part of such Crowd must be
cancelled before the open.

(i)   The ability of a Floor broker to have reserve interest will be available during the open and during the
close. The ability of a Floor broker to exclude volume from information available to the DMM will not be
available during the open and the close.

(j)   Nothing in this rule shall be interpreted as modifying or relieving the Floor broker from his or her agency
obligations and required compliance with all SEC and Exchange rules, policies and procedures.

• • • Supplementary Material: 

.25   Discretionary Instructions for Bids and Offers Represented via Floor Broker Agency Interest Files
(e-Quotes SM)
 

(a)  

(i)   A Floor broker may enter discretionary instructions as to size and/or price with respect to his or her
e-Quotes ("discretionary e-Quotes" or "d-Quotes"). The discretionary instructions relate to the price at
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which the d-Quote may trade and the number of shares to which the discretionary price instructions
apply.

(ii)   Discretionary instructions are active during the trading day, unless the PBBO is crossed, and at
the opening, reopening and closing transactions, and may include instructions to participate in the
opening or closing transaction only. Exchange systems will reject any d-Quotes that are entered 10
seconds or less before the scheduled close of trading. Executions of d-Quotes within the discretionary
pricing instruction range are considered non-displayable interest for purposes of Rule 72.

(iii)   Discretionary instructions will be applied only if all d-Quoting prerequisites are met. Otherwise,
the d-Quote will be handled as a regular e-Quote, notwithstanding the fact that the Floor broker has
designated the e-Quote as a d-Quote. For example, to be considered a discretionary e-Quote, an e-
Quote must have a discretionary price range.

(iv)   The requirements for e-Quotes apply to d-Quotes, including the requirement that the Floor broker
be in the Crowd.

(v)   A Floor broker may have multiple d-Quotes, with different discretionary price and size limitations,
on the same side of the market. Except as provided for in Rule 70.25(d)(ii), such multiple d-Quotes do
not compete with each other for executions. Trading volume is allocated by Floor broker, not number of
d-Quotes participating in an execution.

(vi)   Discretionary instructions apply to both displayed and reserve interest, including reserve interest
that is excluded from the information available to the DMM on the Floor.

(vii)   Neither the DMM on the Floor nor the DMM unit's system employing algorithms will have access
to the discretionary instructions entered by Floor brokers with respect to their e-Quotes.

(b)   Price Discretion
 

(i)   A Floor broker may set a discretionary price range that specifies the prices at which the Floor
broker is willing to trade. This discretion will be used, as necessary, to initiate or participate in a trade
with interest capable of trading at a price within the discretionary price range, unless the interest
reaches a Trading Collar or Price Band, whichever is reached first.

(ii)   The minimum price range for a discretionary e-Quote is the minimum price variation set forth in
Exchange Rule 62, except for d-Quotes with a midpoint modifier.

(iii)   Floor brokers may specify that price discretion applies to all or only a portion of their d-Quote.
Price discretion is necessary for d-Quotes. Therefore, if price discretion is provided for only a portion of
the d-Quote, the residual will be treated as an e-Quote.

(iv)   When price discretion is used, d-Quotes trade first from reserve volume, if any, and then from
displayed volume.

(v)   A d-Quote may be designated with a midpoint modifier. The discretionary price range of such an
order will be to the midpoint of the PBBO.

(c)   Discretionary Size
 

(i)   A Floor broker may designate the amount of his or her e-Quote volume to which discretionary price
instructions shall apply.
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(ii)   A Floor broker may designate a minimum size of contra-side volume with which it is willing to trade
using discretionary price instructions.

(iii)   All available contra-side interest at a possible execution price of the d-Quote will be used by
Exchange systems to determine whether the size of contra-side volume is within the d-Quote’s
discretionary size range.

(iv)   Interest displayed by other market centers at the price at which a d-Quote may trade will not be
considered by Exchange systems unless the Floor broker designates that such away volume should be
included in this determination.

(v)   An increase or reduction in the size associated with a particular price that brings the contra-side
volume within a d-Quote’s minimum discretionary size parameter, will trigger an execution of that d-
Quote.

(vi)   Once the total amount of a Floor broker’s discretionary volume has been executed, the d-Quote’s
discretionary price instructions will become inactive and the remainder of that d-Quote will be treated
as an e-Quote.

(d)   Minimum Trade Size
 

(i)   A Floor broker may designate a minimum trade size (“MTS”) that must be met before the d-Quote
is executed. If the MTS cannot be met by contra-side interest in Exchange systems, the d-Quote will
not participate in an execution. MTS instructions are not active at the open and close.

(ii)   A d-Quote with an MTS instruction may compete with other d-Quotes on the same side of the
market from the same Floor broker. If the d-Quote with the MTS instruction has a more aggressive
range of price discretion than the competing d-Quotes, the d-Quote with the MTS designation will be
executed to meet the MTS. If the price will not be improved by the d-Quote with the MTS instruction
and the MTS cannot be met, the d-Quote with the MTS instruction will not participate.

(e)   Executions of Discretionary e-Quotes
 

(i)   A d-Quote will use its discretion as described below. In so doing, a d-Quote may improve the
execution price of incoming orders.

(A) A d-Quote with discretionary pricing instructions above the best bid if a buy order or below
the best offer if a sell order will seek to secure the largest execution for the d-Quote using the
least amount of price discretion to exercise at or above the bid if a buy order or at or below
the best offer if a sell order.

(B) A d-Quote with discretionary pricing instructions equal to or less than the best bid if a buy
order or equal to or greater than the best offer if a sell order will extend to its maximum
discretion.

(ii)   Discretionary e-Quotes will automatically execute against contra-side interest in Exchange
systems if the contra-side interest's price is within the discretionary price range and the interest's size
meets any minimum or maximum size requirements ot MTS that have been set for the d-Quote.

(iii)   Discretionary e-Quotes from different Floor brokers on the same side of the market with the same
price instructions trade on parity subject to Rule 72.

(iv)   Same-side d-Quotes from different Floor brokers compete for an execution, with the most
aggressive price range (e.g. three cents vs. two cents) establishing the execution price. If an incoming
order remains unfilled at that price, executions within the less aggressive price range may then occur.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

274

http://researchhelp.cch.com/License_Agreement.htm


(v)   Discretionary e-Quotes from Floor brokers on opposite sides of the market will be able to trade
with each other. The d-Quote that arrived at the Display Book® system last will use the most discretion
necessary to effect a trade, except as provided below.
 

(A)   When a protected bid or offer, as defined in Section 242.600(b)(57) of Regulation NMS ("Reg.
NMS"), is published by another market center at a price that is better than the price at which contra-
side d-Quotes would trade in accordance with (v) above, the following applies:
 

(1)   the amount of discretion necessary to permit a trade on the Exchange consistent with the
Order Protection Rule (Section 242.611 of Reg. NMS) ("OPR") will be used; or

(2)   such portion of the appropriate d-Quote as is necessary will be automatically routed in
accordance with OPR in order to permit a trade to occur on the Exchange.

(vi)   As with all executions on the Exchange, executions involving d-Quotes will comply with OPR.

(vii)   Discretionary e-Quotes may provide price improvement to and trade with an incoming contra-
side DMM algorithmic trading message to “hit bid/take offer,” just as they can with any other marketable
incoming interest.

(viii)   Discretionary e-Quotes may initiate sweeps in accordance with and to the extent provided by
Exchange Rules 1000- 1004, but only to the extent of their price and volume discretion. Discretionary
e-Quotes may participate in sweeps initiated by other orders but, in such cases, their discretionary
instructions are not active.

(ix)   Discretionary e-Quotes may trade with non-marketable contra-side Reg. NMS-compliant
Immediate or Cancel Orders, NYSE Immediate or Cancel Orders and Intermarket Sweep Orders that
are within the discretionary range of the d-Quote.

.30   Definition of Crowd.

The rooms on the Exchange Floor that contain active posts/panels where Floor brokers are able to conduct
business constitute the Crowd. A Floor broker will be considered to be in the Crowd if he or she is physically
present in one of these rooms.

.40   Operation of an Exchange Approved Booth Premise
 

(1)   A member organization will be permitted to operate within its booth premise on the Floor as described
in subparagraph (2) below provided that the member organization has obtained prior approval from the
Exchange’s regulatory staff to operate its booth premise in said manner.

(2)   A member organization approved to operate its booth premise pursuant to this rule is permitted,
subject to the provisions of subparagraph (3) below, to conduct the same business-related activities for
its customer accounts from its booth premise as it is permitted to conduct from its off-Floor or "upstairs"
location, including initiating orders and routing orders to Exchange systems and other markets.

(3)   A member organization approved to operate booth premises pursuant to this rule is prohibited
from effecting any transaction from its approved booth premises for its own account, the account of
an associated person or an account with respect to which it or an associated person thereof exercises
investment discretion on the Exchange, except that such member organization may effect such
transactions in the common, preferred, and debt securities of an operating company that is quoted on the
OTC Bulletin Board or OTC Markets ("OTC Security") if such security is not related to a security listed or
traded on the Exchange or NYSE American LLC ("NYSE American"). For purposes of Rule 70.40, an OTC
Security is related to a security listed or traded on the Exchange or NYSE American if:
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(a) the OTC Security is issued by an issuer of a security that is listed or traded on the Exchange or
NYSE American or that underlies an NYSE American option, or an affiliate of such issuer;

(b) the OTC Security is subject to a corporate action that relates to the issuer of a security that is
listed or traded on the Exchange or NYSE American or that underlies an NYSE American option,
or an affiliate of such issuer;

(c) the OTC Security is issued by an issuer of a security that is a component of a narrow-based
security index (as defined in Section 3(a)(55) of the Securities Exchange Act of 1934) that is
linked to a security that listed or traded on the Exchange or NYSE American or that underlies an
NYSE American option; or

(d) the OTC Security is issued by a foreign issuer or is a depositary receipt (or the equivalent
thereof) for such a security, and a security issued by such foreign issuer or a depositary receipt
(or the equivalent thereof) for such a security is listed or traded on the Exchange or NYSE
American or underlies an NYSE American option.

For purposes of Rule 70.40, a corporate action is any action by an issuer of an OTC Security or a security
listed or traded on the Exchange or NYSE American that causes a relationship between the price of the
OTC Security and the price of the security that is listed or traded on the Exchange or NYSE American
or that underlies an NYSE American option, such as the announcement of a merger, acquisition, joint
venture, spinoff, dissolution, bankruptcy filing or other similar type of event involving the issuers. With
respect to trading in an OTC Security, such written procedures must require the member organization
to exercise due diligence before commencing trading from the booth premises pursuant to this Rule
to ensure that such trading is in compliance with the requirements of this Rule and that the member
organization has procedures to monitor its trading activity in order to remain in compliance. A member
organization must have supervisory systems in place that produce records sufficient to reconstruct, in
a time-sequenced manner, all orders with respect to which the member organization is trading from
the booth premises under this Rule. The member organization must be able to demonstrate which
OTC Security transactions were effected from the booth premises (as compared to off-Floor trading, if
applicable). If the member organization cannot demonstrate which trading is from the booth premises, the
Exchange shall presume that all such trading was effected from the booth premises.

(4)   A member organization approved to operate its booth premise pursuant to this rule is subject to the
same regulatory requirements governing the conduct of the member organization’s off-Floor or “upstairs”
office, including but not limited to relevant employee registration and qualification requirements pursuant to
Exchange Rule 345 and supervisory responsibilities pursuant to Exchange Rule 3110.

(5)   Orders originated in or routed through facilities located at such approved booth premises must comply
with the relevant order entry requirements of Exchange Rules including Exchange Rules 123 and 7400
Series.

(6)   A member organization approved to operate its booth premise pursuant to this rule must adopt and
implement comprehensive written procedures and guidelines governing the conduct and supervision
of business handled in such booth and staff working in such booth. Further, the member organization
must establish a process for regular review of such written procedures and guidelines and compliance
therewith. With respect to trading in an OTC Security, such written procedures must require the member
organization to exercise due diligence before commencing trading from the booth premises pursuant
to this Rule to ensure that such trading is in compliance with the requirements of this Rule and that the
member organization has procedures to monitor its trading activity in order to remain in compliance.
A member organization must have supervisory systems in place that produce records sufficient to
reconstruct, in a time-sequenced manner, all orders with respect to which the member organization is
trading from the booth premises under this Rule. The member organization must be able to demonstrate
which OTC Security transactions were effected from the booth premises (as compared to off-Floor trading,
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if applicable). If the member organization cannot demonstrate which trading is from the booth premises,
the Exchange shall presume that all such trading was effected from the booth premises.

(7)   The written procedures and guidelines, and any changes thereto, referred to in (6) above must be
approved by the Exchange’s regulatory staff before implementation.

Amended: April 21, 1955, effective June 1, 1955; June 17, 1991; May 28, 1998; December 14, 2005 (NYSE-2005-87); March 22,
2006 (NYSE-2004-05); September 12, 2006 (NYSE-2006-58); October 5, 2006 (NYSE-2006-36); October 5, 2006 (NYSE-2006-82);
November 27, 2006 (NYSE-2006-65); December 1, 2006 (NYSE-2006-76); February 20, 2007 (NYSE-2007-14); June 14, 2007
(NYSE-2007-51); October 2, 2007 (NYSE-2007-93); October 5, 2007 (NYSE-2007-94); April 18, 2008 (NYSE-2008-30); October 24,
2008 (NYSE-2008-46); November 17, 2008 (NYSE-2008-115); December 10, 2008 (NYSE-2008-127); July 7, 2009 (NYSE-2009-55);
July 10, 2009 (NYSE-2009-68); November 30, 2009 (NYSE-2009-106); April 6, 2010 (NYSE-2010-31); July 8, 2011 (NYSE-2011-22);
October 7, 2011 (NYSE-2011-49); December 22, 2011 (NYSE-2011-62); September 7, 2012 (NYSE-2012-40); November 27, 2012
(NYSE-2012-65); December 23, 2013 (NYSE-2013-21); January 16, 2014 (NYSE-2013-71); November 6, 2014 (NYSE-2014-56);
January 15, 2015 (NYSE-2015-01); July 13, 2015 (NYSE-2015-15); December 15, 2015 (NYSE-2015-60); September 28, 2015
(NYSE-2015-27); December 21, 2016 (NYSE-2016-85); August 17, 2017 (NYSE-2017-41); March 26, 2018 (NYSE-2017-36).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, Rule 71., New York Stock
Exchange, Precedence of Highest Bid and Lowest Offer

Click to open document in a browser

This Rule is not applicable to trading UTP Securities on the Pillar trading platform.

(a)   All bids made and accepted, and all offers made and accepted, in accordance with Exchange Rules shall
be binding.

(b)   Any bid that is made at the same or higher price of the prevailing offer shall result in a transaction at the
offer price in an amount equal to the lesser of the bid or offer. The same principle shall apply when an offer is
made at the same or lower price as the bid.

Amended: October 24, 2008 (NYSE-2008-46); July 27, 2017 (NYSE-2017-35).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, Rule 72., New York Stock
Exchange, Priority of Bids and Offers and Allocation of Executions

Click to open document in a browser

This Rule is not applicable to trading UTP Securities on the Pillar trading platform.

(a)   Priority of First Bid or Offer

(i) As used in this rule, the term “displayable” shall mean that portion of interest that could be published as,
or as part of, the Exchange BBO, including pegging interest. Displayable odd-lot orders will be published as
part of the Exchange BBO if, when aggregated with other interest available for execution at that price point,
the sum of the odd-lot order and other interest available at that price point would be equal to or greater than
a round lot. The term “displayed interest” includes that part of an order that is published as, or as part of, the
Exchange BBO, which may include one or more odd-lot orders.

(ii) When a bid or offer, including pegging interest is established as the only displayable bid or offer made
at a particular price and such bid or offer is the only displayable interest when such price is or becomes
the Exchange BBO (the “setting interest”), such setting interest shall be entitled to priority for allocation of
executions at that price as described in this rule, subject to the provisions below.

(A) Odd-lot orders, including aggregated odd-lot orders that are displayable, are not eligible to be
setting interest.

(B) If at the time displayable interest of a round lot or greater becomes the Exchange BBO, there is
other displayable interest of a round lot or greater, including aggregated odd-lot orders that are
equal to or greater than a round lot, at the price that becomes the Exchange BBO, no interest is
considered to be a setting interest, and, therefore, there is no priority established.

(C) If at the time displayable interest of a round lot or greater becomes the Exchange BBO, there is
other displayable interest, the sum of which is less than a round lot, at the price that becomes
the Exchange BBO, the displayable interest of a round lot or greater will be considered the only
displayable bid or offer at that price point and is therefore established as the setting interest entitled
to priority for allocation of executions at that price as described in this rule.

(D) If executions decrement the setting interest to an odd-lot size, a round lot or PRL order that joins
such remaining odd-lot size order is not eligible to be the setting interest.

(E) If as a result of cancellation, interest is or becomes the single displayable interest of a round lot or
greater at the Exchange BBO, it becomes the setting interest.

(F) Only the portion of setting interest that is or has been published in the Exchange BBO shall be
entitled to priority allocation of an execution. That portion of setting interest that is designated as
reserve interest and therefore not displayed at the Exchange BBO (or not displayable if it becomes
the Exchange BBO) is not eligible for priority allocation of an execution irrespective of the price
of such reserve interest or the time it is accepted into Exchange systems. However, if, following
an execution of part or all of setting interest, such setting interest is replenished from any reserve
interest, the replenished volume of such setting interest shall be entitled to priority if the setting
interest is still the only interest at the Exchange BBO.

(G) If interest becomes the Exchange BBO, it will be considered the setting interest even if pegging
interest, Limit Orders designated ALO, or sell short orders during a Short Sale Period under Rule
440B(e) are re-priced and displayed at the same price as such interest , and it will retain its priority
even if subsequently joined at that price by re-priced interest.

(b)   Retention of Priority
 

(i)   Once priority is established by setting interest, such setting interest retains that priority for any
execution at that price when that price is at the Exchange BBO. In the event that executions decrement
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the setting interest to an odd-lot size, such remaining portion of the setting interest retains its priority for
any execution at that price when that price is the Exchange BBO.

(ii)   For any execution of setting interest that occurs when the price of the setting interest is not the
Exchange BBO, the setting interest does not have priority and is executed on parity.

(iii)   Priority of setting interest shall not be retained after the close of trading on the Exchange or following
the resumption of trading in a security after a trading halt in such security has been invoked pursuant to
Rule 123D or following the resumption of trading after a trading halt invoked pursuant to the provisions of
Rule 80B. Priority of the setting interest is not retained on any portion of the priority interest that is routed
to an away market and is returned unexecuted unless such priority interest is greater than a round lot and
the only other interest at the price point is odd-lot orders, the sum of which is less than a round lot.

(c)   Allocation of Executions
 

(i)   An automatically executing order will trade first with any unexecuted Market Orders, which will be
allocated on time priority, and then with displayable bids (offers) and if there is insufficient displayable
volume to fill the order, will trade next with nondisplayable interest. All non-displayable interest will trade
on parity.

(ii)   For the purpose of share allocation in an execution, each single Floor broker, the DMM and orders
collectively represented in Exchange systems (referred to herein as “Book Participant”) shall constitute
individual participants. The orders represented in the Book Participant in aggregate shall constitute a
single participant and will be allocated shares among such orders by means of time priority with respect to
entry.

(iii)   In any execution at the Exchange BBO, after any unexecuted Market Orders have been satisfied, a
participant who has established priority as provided in (a) of this rule (i.e., is setting interest) shall receive
fifteen percent (15%) of the volume of such executed amount or a minimum of one round lot, whichever
is greater, until such setting interest has received a complete execution of its eligible priority interest.
Setting interest that is decremented to an odd-lot size shall receive fifteen percent (15%) of the volume of
such incoming interest rounded up to the size of the setting interest, or the size of the incoming interest,
whichever is less.

(iv)   Following the allocation of an execution to setting interest as provided in (c)(i) above, the remainder
of the executed volume shall be allocated to each participant on parity. The participant with the priority
interest (the setting interest) shall be included in such parity allocation.

Example for (c)(ii) and (iii):

Setting interest has 1,000 shares as the best bid of 20.05. There is an additional 600 shares of
an e-Quote without priority at the same bid price. A market order to sell 500 shares arrives and is
executed. The setting interest first receives 100 shares as its priority allocation (15% of 500 equals
75 shares, rounded up to 100 shares). The remainder of the execution is split on a parity basis
between the two participants, with each receiving 200 shares. In total, the setting interest received
300 shares of the 500 share execution and the e-Quote received 200 shares.

(v)   If there is no setting interest for an execution at the Exchange BBO, allocation of the executed volume
shall be on parity by participant except as set forth in subparagraph (c)(xi) of this rule.

(vi)   When an execution occurs at the Exchange BBO, interest that is displayed in the Exchange BBO
shall be allocated before any interest that is not displayed. For purposes of this rule, "displayed" shall have
the meaning as stated in subparagraph (a) above of this rule.
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(vii)   In allocating an execution that involves setting interest, whether such execution takes place at the
Exchange BBO or otherwise, the volume allocated to the setting interest shall be allocated to the interest
in the setting interest that is entitled to priority first.

(viii)   Shares will be allocated in round lots or the size of the order if less than a round lot. In the event
the number of shares to be executed at a price point is insufficient to allocate round lots to all the
participants eligible to receive an execution at that price point, or the size of the order if less than a round
lot, Exchange systems shall create an allocation wheel of the eligible participants at that price point and
the available round lot shares will be distributed to the participants in turn. If an odd-lot sized portion of the
incoming order remains after allocating all eligible round lots, the remaining shares will be allocated to the
next eligible participant in less than a round lot. (See Example below.)
 

(A)   On each trading day, the allocation wheel for each security is set to begin with the participant
whose interest is entered or retained first on a time basis. Thereafter, participants are added to the
wheel as their interest joins existing interest at a particular price point. If a participant cancels his, her
or its interest and then rejoins, that participant joins as the last position on the wheel at that time.

Parity Example 1

Assume there is interest of the Book Participant (representing orders entered by two different
public customers), three Floor brokers and the DMM are bidding at the same price, with no
participant having priority. An order to sell is received by the Exchange. Exchange systems will
divide the allocations among the participants as follows:

Public Order #1 100 shares and Public Order #2 100 shares .................................Book Participant

Floor Broker 1 ..................................................................................................................... Participant A

DMM .....................................................................................................................................Participant B

Floor Broker 2 .....................................................................................................................Participant C

Floor Broker 3 .....................................................................................................................Participant D

A market order for 300 shares to sell entered in Exchange systems will allocate 100 shares to
the Book Participant (Public Order #1), Participant A and Participant B above. Subsequently,
another order to sell 300 shares at the same price is received by Exchange systems. Those
shares will be allocated to Participant C, Participant D, and Book Participant ( Public Order #2).

(B)   The allocation wheel will move to the next participant when an odd-lot allocation completely fills
the interest of such participant.

Parity Example 2

Assume there is interest of the Book Participant (representing orders entered by two different
public customers), three Floor brokers and the DMM are bidding at the same price, with no
participant having priority. An order to sell is received by the Exchange. Exchange systems will
divide the allocations among the participants as follows:

Public Order #1 100 shares and Public Order #2 100 shares .................................Book Participant

Floor Broker 1 ...................................................................................................Participant A 50 shares

DMM .................................................................................................................. Participant B 50 shares

Floor Broker 2 .................................................................................................Participant C 300 shares

Floor Broker 3 .................................................................................................Participant D 300 shares

A market order for 200 shares to sell entered in Exchange systems will allocate 100 shares
to the Book Participant (Public Order #1), Participant A will receive 50 shares, Participant B
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above will receive 50 shares. Subsequently, another order to sell 300 shares at the same price
is received by Exchange systems. Those shares will be allocated to Participant C, Participant D,
and Book Participant ( Public Order #2).

Parity Example 3

Assume there is interest of the Book Participant (representing orders entered by two different
public customers), three Floor brokers and the DMM are bidding at the same price, with no
participant having priority. An order to sell is received by the Exchange. Exchange systems will
divide the allocations among the participants as follows:

Public Order #1 100 shares and Public Order #2 100 shares .................................Book Participant

Floor Broker 1 ...................................................................................................Participant A 50 shares

DMM .................................................................................................................. Participant B 75 shares

Floor Broker 2 ...................................................................................................Participant B 75 shares

Floor Broker 3 .................................................................................................Participant D 300 shares

A market order for 200 shares to sell entered in Exchange systems will allocate 100 shares
to the Book Participant (Public Order #1), Participant A will receive 50 shares, Participant B
above will receive 50 shares. Subsequently, another order to sell 300 shares at the same price
is received by Exchange systems. The allocation wheel will start with Participant B. Participant
B is allocated 25 shares, Participant C is allocated 100 shares, Participant D is allocated 100
shares, and Book Participant ( Public Order #2) is allocated 75 shares. Exchange systems will
retain Book Participant (Public Order #2) as the participant eligible to receive the next allocation
at that price point.

(C)   The allocation wheel will also move to the next participant where Exchange systems execute
remaining displayable odd-lot interest prior to replenishing the displayable quantity of a participant.

Parity Example 4

Assume the available bid interest on the Exchange consists of a single Book Participant and
two Floor brokers listed below in order of their position on the allocation wheel none of the
participants have priority.

Floor Broker 1 ................................. Participant A - 200 shares displayed and 4800 shares reserve

Book Participant Public Order #1 ..............................................Participant B - 500 shares displayed

Floor Broker 2 .............................................................................Participant C - 500 shares displayed

An order to sell 350 shares is received by the Exchange. Exchange systems will divide the
allocations among the participants as follows:

Participant A - 150 shares

Book Participant - 100 shares

Participant C - 100 shares

Each participant receives a round lot allocation. The Allocation wheel returns to Participant A as
the first participant on the wheel and allocates the remaining 50 shares. The allocation wheel
remains on Participant A. The remaining interest of the three participants is as follows:

Floor Broker 1 Participant A - 50 shares displayed and 4800 shares reserve

Book Participant Public Order #1 Participant B 400 shares displayed

Floor Broker 2 Participant C 400 shares displayed
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Prior to the system replenishing the displayed quantity of Participant A, an order to sell 100
shares is received by Exchange systems. The system will allocate 50 shares to Participants A
and B. The next allocation at the price point will begin with Participant B.

(ix)   When an execution occurs outside the Exchange BBO, the interest that is displayable will be
allocated before any interest that is non-displayable (i.e. reserve interest). All interest that is displayable
will be on parity among individual participants' displayable interest. All interest that is non-displayable will
be on parity among individual participants' non-displayable interest.

(x)   Incoming orders eligible for execution at price points between the Exchange BBO shall trade with all
available interest at the price. All NYSE interest available to participate in the execution (e.g., d-quotes, s-
quotes, Reserve Orders, MPL Orders, and Capital Commitment Schedule interest (see Rule 1000)) will
trade on parity.

(xi)   DMM interest added intra day to participate in a verbal transaction with a Floor broker or during a
slow quote, will be allocated shares only after all other interest eligible for execution at the price point are
executed in full. DMM interest added at the time of the slow quote or when verbally trading with a Floor
broker not executed during the transaction will be cancelled.

However, s-Quotes, if any, representing DMM interest present at the price point prior to the verbal
transaction with a Floor broker or during a slow quote will receive an allocation on parity pursuant to the
provisions of subparagraph (c)(v) of this rule above.

(xii)   An order that is modified to reduce the size of the order shall retain the time stamp of original order
entry. Any other modification to an order, such as increasing the size or changing the price of the order,
shall receive a new time stamp.

(d)   Priority of Cross Transactions

When a member has an order to buy and an order to sell an equivalent amount of the same security, and
both orders are "block" orders and are not for the account of such member or member organization, an
account of an associated person, or an account with respect to which the member, member organization
or associated person thereof exercises investment discretion, the member may "cross" those orders at a
price at or within the Exchange best bid or offer. The member's bid or offer shall be entitled to priority at
such cross price, irrespective of pre-existing displayed bids or offers on the Exchange at that price. The
member shall follow the crossing procedures of Rule 76, and another member may trade with either the
bid or offer side of the cross transaction only to provide a price which is better than the cross price as to all
or part of such bid or offer. A member who is providing a better price to one side of the cross transaction
must trade with all other displayed market interest on the Exchange at that price before trading with any
part of the cross transaction. Following a transaction at the improved price, the member with the agency
cross transaction shall follow the crossing procedures of Rule 76 and complete the balance of the cross. No
member may break up the proposed cross transaction, in whole or in part, at the cross price. No DMM may
effect a proprietary transaction to provide price improvement to one side or the other of a cross transaction
effected pursuant to this paragraph. A transaction effected at the cross price in reliance on this paragraph
shall be printed as "stopped stock".

When a member effects a transaction under the provisions of this paragraph, the member shall, as soon as
practicable after the trade is completed, complete such documentation of the trade as the Exchange may
from time to time require.

Example 1

Assume the Exchange’s market in XYZ is quoted 20 to 20.01, 40,000 shares by 30,000 shares. A member
intending to effect a 25,000 share "agency cross" transaction at a price of 20 must bid 20 for 25,000 shares
and offer 25,000 shares at 20.01. The member's bid at 20 has priority, and the proposed cross could not be
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broken up at that price. The proposed cross could however, be broken up at 20.01, as this would provide a
better price to the seller. However, a member intending to trade with the offer side of the cross would first
have to take the entire displayed 30,000 share offer at 20.01 before trading with any part of the offer side of
the cross.

Example 2

Assume the Exchange’s market in XYZ is quoted 20 to 20.35, 20,000 shares by 20,000 shares. A member
intending to effect a 25,000 share "agency cross" transaction at a price of 20.05 must follow the crossing
procedures of Rule 76 and bid 20.05 for 25,000 shares and offer 25,000 shares at 20.06. The member's bid
at 20.05 has priority, and the proposed cross could not be broken up at this price. The proposed cross could,
however, be broken up, in whole or in part, at 20.06, as this would provide a better price to the seller.

• • • Supplementary Material: 

.10 Definition of a Block - For purposes of this rule, a "block" shall be at least 10,000 shares or a quantity of
stock having a market value of $200,000 or more, whichever is less.

Amended: August 16, 1988; October 26, 1992; December 15, 1994; May 28, 1998; August 30, 2000 effective August 28, 2000
(NYSE-2000-22); December 21, 2000 (NYSE-99-24); July 18, 2002 (NYSE-2001-18); July 29, 2002 (NYSE-2002-12); February 4,
2004 (NYSE-2002-32); March 4, 2005 (NYSE-2004-61); December 14, 2005 (NYSE-2005-87); March 22, 2006 (NYSE-2004-05);
October 5, 2006 (NYSE-2006-82); November 27, 2006 (NYSE-2006-65); March 20, 2007 (NYSE-2006-37); October 24, 2008
(NYSE-2008-46); July 10, 2009 (NYSE-2009-69); October 1, 2009 (NYSE-2009-100); November 19, 2009 (NYSE-2009-113);
March 17, 2010 (NYSE-2010-25); July 27, 2010 (NYSE-2010-43); September 1, 2010 (NYSE-2010-61); December 29, 2010
(NYSE-2010-85); April 25, 2011 (NYSE-2011-18); June 28, 2011 (NYSE-2011-29); December 5, 2011 (NYSE-2011-60); December 23,
2011 (NYSE-2011-65); July 25, 2012 (NYSE-2012-26); November 27, 2012 (NYSE-2012-65); January 2, 2013 (NYSE-2012-75); June
20, 2013 (NYSE-2013-43); January 17, 2014 (NYSE-2014-01); July 16, 2014 (NYSE-2014-33); December 23, 2014 (NYSE-2014-71);
July 13, 2015 (NYSE-2015-15); July 31, 2015 (NYSE-2015-26); April 13, 2016 (NYSE-2016-28); May 19, 2016 (NYSE-2016-35); March
26, 2018 (NYSE-2017-36).
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NYSE Guide, Regulation, Rule 73., New York Stock Exchange, Reserved
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Reserved

Amended: July 1, 2009 (NYSE-2009-59); July 20, 2017 (NYSE-2017-33).
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NYSE Guide, Regulation, Rule 74., New York
Stock Exchange, Publicity of Bids and Offers
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A claim by a member who states that he had on the Floor a prior or better bid or offer shall not be sustained if the
bid or offer was not made with the publicity and frequency necessary to make the existence of such bid or offer
generally known at the time of the transaction.
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NYSE Guide, Regulation, Rule 75., New York
Stock Exchange, Disputes as to Bids and Offers
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Disputes arising on bids or offers, if not settled by agreement between the members interested, shall be settled
by a Floor Official. In rendering a decision as to disputes regarding the amount traded, the Floor Official shall
give primary weight to statements by any member who was not a party to the transaction and shall also take
into account the size of orders held by parties to the disputed transaction, and such other facts as he deems
relevant. If both parties to a dispute agree, and the dispute involves either a monetary difference of $10,000 or
more or a questioned trade, the matter may be referred for resolution to a panel of three Floor Governors, Senior
Floor Officials, or Executive Floor Officials, or any combination thereof, whose decision shall be binding on the
parties. As an alternative to a panel of three Floor Governors, Senior Floor Officials, or Executive Floor Officials,
or any combination thereof, members may also proceed to resolve a dispute through long-standing arbitration
procedures established under the Exchange's Rules.

• • • Supplementary Material: 

.10   Discrepancies as to amount.—When there is no dispute regarding a transaction except as to the
amount traded and neither party can produce a witness, the transaction must be considered to have been
for the smaller amount; provided, however, that if the member claiming the smaller amount held, at the time
of the transaction in dispute, an order or orders totalling the larger amount, the Floor Official, in reaching his
decision, shall take into consideration that fact and all other facts which he deems relevant.

Amended: June 18, 1970; June 17, 1991; February 4, 2004 (NYSE-2002-32); February 27, 2006, effective March 8, 2006
(NYSE-2005-77).
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NYSE Guide, Regulation, Rule 76., New
York Stock Exchange, “Crossing” Orders
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Supplementary Material .10 to this Rule is not applicable to trading UTP Securities on the Pillar trading platform.

When a member has an order to buy and an order to sell the same security, he or she shall offer such security
at a price which is higher than his or her bid by the minimum variation permitted in such security before making
a transaction with himself or herself. All such bids and offers shall be clearly announced to the trading Crowd
before the member may proceed with the proposed "cross" transaction.

The provisions of this rule apply only to manual transactions.

(See Rule 91.)

• • • Supplementary Material: 

.10   Cross Function —

(a) Floor brokers seeking to execute buy and sell orders pursuant to Rule 76 may enter such orders from their
wireless hand-held devices (“HHD”) into an Exchange-provided quote minder, which will monitor protected
bids and offers to determine when the limit price assigned to the proposed crossed orders is such that the
orders may be executed consistent with Rule 611 of Regulation NMS. When the trade can be effected at or
between the protected bid and offer, the quote minder will: (i) deliver an alert message to the HHD indicating
that the order may be crossed; (ii) capture a time-stamped quote at the time that the alert was sent, (iii)
commence a 20-second timer from the moment a cross trade may be executed at or between the protected
bid and offer; and (iv) enable a “print” key function in the HHD permitting the Floor broker to cross the orders
and print the trade to the Tape within that 20-second time period. Upon receipt of an alert, Floor brokers using
the cross function must first announce the bid and offer to the trading Crowd in compliance with this Rule
and then cross the stock using the “print” key function in the HHD before the 20-second timer expires. Quote
minder will not monitor protected bids and offers when the PBBO is crossed.

(b) To be eligible for the Cross Function, the proposed cross transaction must be for at least 10,000 shares
or a quantity of stock having a market value of $200,000 or more and may not be for the account of the
member or member organization, an account of an associated person, or an account with respect to which
the member, member organization or associated person thereof exercises investment discretion.

Amended: June 17, 1991; May 28, 1998; December 14, 2005 (NYSE-2005-87); March 22, 2006 (NYSE-2004-05); October 5, 2006
(NYSE-2006-36); October 5, 2006 (NYSE-2006-82); November 27, 2006 (NYSE-2006-65); September 10, 2012 (NYSE-2012-29);
December 21, 2016 (NYSE-2016-85); March 26, 2018 (NYSE-2017-36).
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NYSE Guide, Regulation, Rule 77., New York Stock
Exchange, Prohibited Dealings and Activities
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This Rule is not applicable to trading UTP Securities on the Pillar trading platform.

No member shall offer publicly on the Floor:

(1)   To buy or sell securities "on stop" above or below the market;

(2)   to buy or sell securities "at the close";

(3)   to buy or sell dividends;

(4)   to bet upon the course of the market; or

(5)   to buy or sell privileges to receive or deliver securities.

Amended: March 26, 2018 (NYSE-2017-36).
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NYSE Guide, Regulation, Rule 78., New York Stock
Exchange, Sell and Buy Orders Coupled at Same Price
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An offer to sell coupled with an offer to buy back at the same or at an advanced price, or the reverse, is a
prearranged trade and is prohibited. This rule applies both to transactions in the unit of trading and in lesser and
greater amounts.
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NYSE Guide, Regulation, Rule 79., New York Stock Exchange,  Rescinded
effective June 17, 1991.
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(Rescinded effective June 17, 1991.)
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NYSE Guide, Regulation, Rule 79A., New York Stock
Exchange, Miscellaneous Requirements on Stock Market Procedures
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This Rule is not applicable to trading UTP Securities on the Pillar trading platform.

• • • Supplementary Material: 

• • • Supplementary Material: 

.10   Request to make better bid or offer.—When any Floor broker does not bid or offer at the limit of an
order which is better than the currently quoted price in the security and is requested by his principal to bid or
offer at such limit, he shall do so.

.15   With respect to limit orders received by Exchange systems, the Exchange shall publish immediately (i.e.,
as soon as practicable, which under normal market conditions means no later than 30 seconds from time of
receipt) a bid or offer that reflects:
 

(i)   the price and full size of each customer limit order that is at a price that would improve the Exchange
BBO in such security; and

(ii)   the full size of each limit order that
 

(A)   is priced equal to the Exchange BBO for such security;

(B)   is priced equal to the national best bid or offer; and

(C)   represents more than a de minimis change (i.e., more than 10 percent) in relation to the size
associated with the Exchange's bid or offer.

Limit orders received by the Exchange that improve the Exchange then-current bid or offer or
change the size of the Exchange bid or offer, other than de minimis increases or decreases, shall
be autoquoted in accordance with Exchange Rule 60(d). The opening trade or opening quotation in
each security activates the autoquote facility and thereafter, each DMM shall keep active at all times
the autoquote facility provided by the Exchange. Autoquoting will also be automatically suspended
when a block-size transaction as defined in Rule 127 that involves orders on the Display Book® is
being reported manually.

The requirements with respect to display of customer limit orders shall not apply to any customer
limit order that is:

(1)   executed upon receipt of the order;

(2)   placed by a customer who expressly requests, either at the time the order is placed or prior thereto
pursuant to an individually negotiated agreement with respect to such customer's orders, that the order
not be displayed;

(3)   an odd-lot order;

(4)   delivered immediately upon receipt to an exchange or association-sponsored system or an
electronic communications network that complies with the requirements of Rule 605 under Reg. NMS
with respect to that order;
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(5)   delivered immediately upon receipt to another exchange member or over-the-counter market
maker that complies with the requirements of Rule 604 under Reg. NMS with respect to that order;

(6)   a limit order to buy at a price significantly above the current offer or a limit order to sell at a price
significantly below the current bid that is handled in compliance with Exchange procedures regarding
such orders ("too marketable limit orders"), or

(7)   an order that is handled in compliance with Exchange procedures regarding block crosses at
significant premiums or discounts from the last sale.

Amended: February 18, 1971; June 15, 1972; September 27, 1985; August 16, 1988; June 17, 1991; July 16, 1993; May 31, 1994;
September 25, 1997; May 28, 1998; May 10, 1999; August 30, 2000 effective August 28, 2000 (NYSE-2000-00 Amendment No. 1);
August 9, 2001 effective August 17, 2001 (NYSE-2001-16); July 29, 2002 (NYSE-2002-12); July 28, 2005 (NYSE-2005-51); March
20, 2007 (NYSE-2006-37); August 6, 2007 (NYSE-2007-65); October 24, 2008 (NYSE-2008-46); January 22, 2009 (NYSE-2008-119);
March 17, 2009 (NYSE-2009-29); September 1, 2009 (NYSE-2009-85); February 11, 2011 (NYSE-2011-03); February 7, 2013
(NYSE-2013-12); January 15, 2015 (NYSE-2015-01); August 13, 2015 (NYSE-2015-33); March 26, 2018 (NYSE-2017-36).
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NYSE Guide, Regulation, Rule 80A., New York Stock Exchange, Rescinded
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Rule 80A was rescinded by NYSE-2007-96 on October 31, 2007.

Adopted: February 11, 1999.
Amended: August 24, 2005 (NYSE-2005-45); May 22, 2007 (NYSE-2007-34).
Rescinded: October 31, 2007 (NYSE-2007-96).
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NYSE Guide, Regulation, Rule 80B., New York Stock
Exchange, Trading Halts Due to Extraordinary Market Volatility
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This Rule shall be in effect during a pilot period that expires at the close of business on October 18, 2019. If the
pilot is not either extended or approved permanently at the end of the pilot period, the prior version of Rule 80B
shall be in effect.

(a)   The Exchange shall halt trading in all stocks and shall not reopen for the time periods specified in this
Rule if there is a Level 1, 2, or 3 Market Decline.

(i) For purposes of this Rule, a Market Decline means a decline in price of the S&P 500® Index
between 9:30 a.m. and 4:00 p.m. on a trading day as compared to the closing price of the S&P
500® Index for the immediately preceding trading day. The Level 1, Level 2, and Level 3 Market
Declines that will be applicable for the trading day will be publicly disseminated before 9:30 a.m.

(ii) A "Level 1 Market Decline" means a Market Decline of 7%.
(iii) A "Level 2 Market Decline" means a Market Decline of 13%.
(iv) A "Level 3 Market Decline" means a Market Decline of 20%.

(b)   Halts in Trading.
(i) If a Level 1 Market Decline or a Level 2 Market Decline occurs after 9:30 a.m. and up to and

including 3:25 p.m. or in the case of an early scheduled close, 12:25 p.m., the Exchange shall halt
trading in all stocks for 15 minutes after a Level 1 or Level 2 Market Decline. The Exchange shall
halt trading based on a Level 1 or Level 2 Market Decline only once per trading day. The Exchange
will not halt trading if a Level 1 Market Decline or a Level 2 Market Decline occurs after 3:25 p.m., or
in the case of an early scheduled close, 12:25 p.m.

(ii) If a Level 3 Market Decline occurs at any time during the trading day, the Exchange shall halt
trading in all stocks until the primary listing market opens the next trading day.

(c)   Re-opening of Trading
(i) The re-opening of trading following a Level 1 or 2 trading halt shall follow the procedures set forth in

Rule 123D.
(ii) If the primary listing market halts trading in all stocks, the Exchange will halt trading in all stocks

until trading has resumed on the primary listing market or notice has been received from the primary
listing market that trading may resume. If the primary listing market does not reopen a security
within 15 minutes following the end of the 15-minute halt period, the Exchange may resume trading
in that security.

(c)   Nothing in this Rule 80B should be construed to limit the ability of the Exchange to otherwise halt,
suspend, or pause the trading in any stock or stocks traded on the Exchange pursuant to any other Exchange
rule or policy.

Amended: May 31, 2012 (SR-NYSE-2011-48), operative April 8, 2013; April 9, 2019 (NYSE-2019-19).
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NYSE Guide, Regulation, Rule 80C., New York Stock
Exchange, Limit Up-Limit Down Plan and Trading Pauses in
Individual Securities Due to Extraordinary Market Volatility
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This Rule is not applicable to trading UTP Securities on the Pillar trading platform.

(a) Limit Up-Limit Down Mechanism.

(1) Definitions.

(A) “Plan” means the Plan to Address Extraordinary Market Volatility Submitted to the Securities
and Exchange Commission Pursuant to Rule 608 of Regulation NMS under the Securities
Exchange Act of 1934, Exhibit A to Securities Exchange Act Release No. 67091 (May 31,
2012), 77 FR 33498 (June 6, 2012), as it may be amended from time to time.

(B) All capitalized terms not otherwise defined in this Rule shall have the meanings set forth in
the Plan or Exchange rules, as applicable.

(2) Exchange Participation in the Plan. The Exchange is a Participant in, and subject to the applicable
requirements of, the Plan, which establishes procedures to address extraordinary volatility in NMS
Stocks.

(3) Member Organization Compliance. Member organizations shall comply with the applicable provisions
of the Plan.

(4) Exchange Compliance with the Plan. Exchange systems shall not display or execute buy (sell) interest
above (below) the Upper (Lower) Price Bands, unless such interest is specifically exempted under the
Plan.

(5) Repricing and Cancellation of Interest. Exchange systems shall reprice and/or cancel buy (sell) interest
that is priced or could be executed above (below) the Upper (Lower) Price Band. Any interest that is
repriced pursuant to this Rule shall retain its time stamp of original order entry.

(A) Market Orders. If a Market Order cannot be fully executed at or within the Price Bands,
Exchange systems shall cancel the unexecuted portion of the buy (sell) Market Order and will
notify the member organization of the reason for such cancellation.

(B) Limit-priced Interest. Both displayable and non-displayable incoming limit-priced interest to
buy (sell) that is priced above (below) the Upper (Lower) Price Band shall be repriced to the
Upper (Lower) Price Band. Exchange systems shall also reprice resting limit-priced interest to
buy (sell) to the Upper (Lower) Price Band if Price Bands move and the price of resting limit-
priced interest to buy (sell) moves above (below) the Upper (Lower) Price Band. If the Price
Bands move and the original limit price of repriced interest is at or within the Price Bands,
Exchange systems shall reprice such interest to its original limit price.

(C) IOC Orders. If an IOC order cannot be fully executed at or within the Price Bands, Exchange
systems shall cancel any unexecuted portion of the IOC Order.

(D) DMM Interest. Exchange systems shall cancel DMM Interest to buy (sell) that is entered
manually or via DMM-specific order entry methodology if such interest is priced above
(below) the Upper (Lower) Price Band. DMM Interest to buy (sell) that is entered via the same
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order entry methodology as off-Floor interest shall be repriced pursuant to paragraph (a)(5)
(B) of this Rule.

(E) Reserved
(F) Sell Short Orders. During a Short Sale Price Test, as set forth in Rule 440B(b), short sale

orders priced below the Lower Price Band shall be repriced to the higher of the Lower Price
Band or the Permitted Price, as defined in Rule 440B(e).

(G) Floor Broker Cross Function. Exchange systems shall not execute orders crossed pursuant
to the process provided for in Supplementary Material .10 to Rule 76, if the price of the
proposed cross transaction is outside of the Price Bands.

(6) Routing to Away Markets. Exchange systems shall not route buy (sell) interest to an away market
displaying a sell (buy) quote that is above (below) the Upper (Lower) Price Band.

(7) Trading Pause during a Straddle State. The Exchange may declare a Trading Pause for a NMS Stock
listed on the Exchange when (i) the National Best Bid (Offer) is below (above) the Lower (Upper) Price
Band and the NMS Stock is not in a Limit State; and (ii) trading in that NMS Stock deviates from normal
trading characteristics.

(8) After the Exchange opens or reopens an Exchange-listed security but before receiving Price Bands
from the SIP under the Regulation NMS Plan to Address Extraordinary Market Volatility, the Exchange
will calculate Price Bands based on the first Reference Price provided to the SIP and if such Price
Bands are not in the MPV for the security, such Price Bands will be rounded to the nearest price at the
applicable MPV.

(b) Trading Pause. At the end of the Trading Pause, the Exchange will re-open the security in a manner similar
to the procedures set forth in Rules 15 and 123D, subject to the following:

After a Trading Pause has commenced, the Exchange will publish Order Imbalance Information, as defined in
Rule 15(c), approximately every 15 seconds until the re-opening. Any interest repriced pursuant to paragraph
(a) of this Rule will return to its original order instructions for purposes of the re-opening transaction following a
Trading Pause.

(1) Notification of Trading Pauses. If a Trading Pause is triggered under this Rule or if the Exchange is unable
to reopen trading at the end of the Trading pause due to a systems or technology issue, the Exchange will
immediately notify the single plan processor responsible for consolidation of information for the security pursuant
to Rule 603 of Regulation NMS under the Securities Exchange Act of 1934.

(2) If the reopening following a Trading Pause would be in the last ten minutes of trading before the end of
regular trading hours, the Exchange will not reopen trading in that security and will not transition to continuous
trading. Instead, the Exchange will remain paused and will conduct a closing transaction in such security as
provided for in Rule 123C. In such circumstances MOO Orders and LOO Orders entered during the Trading
Pause will not participate in the closing auction and will be cancelled.

Adopted: June 10, 2010 (NYSE-2010-39).
Amended: June 11, 2010 (NYSE-2010-45); September 10, 2010 (NYSE-2010-49); December 9, 2010 (NYSE-2010-81); April 7,
2011 (NYSE-2011-16); June 23, 2011 (NYSE-2011-21); August 10, 2011 (NYSE-2011-40); November 23, 2011 (NYSE-2011-57);
January 11, 2012 (NYSE-2011-68); August 1, 2012 (NYSE-2012-31); January 28, 2013 (NYSE 2013-05); February 8, 2013
(NYSE-2013-09); February 7, 2013 (NYSE-2013-12); August 13, 2015 (NYSE-2015-33); May 19, 2016 (NYSE-2016-35); July 5, 2016
(NYSE-2016-24); October 3, 2016 (NYSE-2016-62); October 16, 2017 (NYSE-2017-51); March 26, 2018 (NYSE-2017-36); April 25,
2019 (NYSE-2019-21).
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NYSE Guide, Regulation, Rule 86., New
York Stock Exchange, NYSE Bonds SM

Click to open document in a browser

(a)   Unless otherwise specified, all orders in bonds shall be received, processed, executed and reported by
means of the Exchange’s electronic system designated for such purpose. The Exchange system designated
for this purpose shall be NYSE Bonds SM "NYSE Bonds".

(b)   Applicability and Definitions.
(1) Applicability. The provisions in this Rule shall apply to (i) all transactions effected through NYSE

Bonds; (ii) all bids and offers made through NYSE Bonds; (iii) the handling of orders and the
conduct of accounts and other matters relating to bidding, offering and trading through NYSE
Bonds; and (iv) any security that is traded on NYSE Bonds, which security, for purposes of this rule,
shall be referred to as a "bond". If another NYSE rule relating to bonds conflicts with the provisions
of this rule, the provisions of this Rule 86 will control.

(2) Definitions. As used in this rule and other rules in their application to NYSE Bonds, the following
terms shall have the meanings specified below:

(A) "NYSE Bonds" shall refer to the Exchange’s electronic system for receiving, processing,
executing and reporting bids, offers and executions in bonds.

(B) NYSE Bonds Order Types. The following types of orders may be entered on NYSE
Bonds.

(i) "NYSE Bonds Limit Order" means an order to buy or sell a stated amount of
bonds at a specified price or at a better price.

(ii) "NYSE Bonds Reserve Order" means a NYSE Bonds Limit Order with a portion
of the order’s size designated for display and a portion of the order’s size
"reserve size" that is not to be displayed on NYSE Bonds. A NYSE Bonds
Reserve Order cannot be submitted with an Allor- None, a Fill-or-Kill, or a
Minimum Quantity modifier.

(iii) "NYSE Bonds Good ‘Til Cancelled Order" ("NYSE Bonds GTC Order") is a
NYSE Bonds Limit Order or a NYSE Bonds Reserve Order identified as "good ‘til
cancelled" in the manner required by the Exchange, that remains in effect until
it is executed or cancelled. Such order will participate in the Core Bond Auction
and the Core Bond Trading Session only. Such order will participate in the Core
Bond Auction if entered before commencement of the Core Bond Auction at
8:00 a.m. ET, and if not executed in the Core Bond Auction will automatically
participate in the Core Bond Trading Session, unless such order is cancelled.
If such order is entered after commencement of the Core Bond Auction it will
participate in the Core Bond Trading Session, unless such order is cancelled. A
designation of this order for any other trading session but the Core Bond Trading
Session will be disregarded, and the order will be treated as an order designated
for the Core Bond Trading Session, unless such order is cancelled.

(iv) "NYSE Bonds Day Order" is a NYSE Bonds Limit Order or a NYSE Bonds
Reserve Order which, if not executed or cancelled, expires at the end of the
trading session(s) for which it was designated, on the day on which it was
entered. Bond orders not specifically designated as "day" or "good ‘til cancelled"
will be handled as NYSE Bonds Day Orders. An NYSE Bonds Day Order not
designated for a particular trading session will participate in the Core Bond
Auction and the Core Bond Trading Session only. Such order will participate
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in the Core Bond Auction if entered before commencement of the Core Bond
Auction at 8:00 a.m. ET, and if not executed in the Core Bond Auction will
automatically participate in the Core Bond Trading Session, unless such order
is cancelled. If such order is entered after commencement of the Core Bond
Auction it will participate in the Core Bond Trading Session, unless such order is
cancelled.

(v) “NYSE Bonds Good ‘Til Date Order” (“NYSE Bonds GTD Order”) is a NYSE
Bonds Limit Order or a NYSE Bonds Reserve Order identified as “good ‘til date,”
which if not executed or cancelled, expires at the end of the Core Bond Trading
Session on the date specified on the order.

(1) A NYSE Bonds GTD Order will be accepted during the Opening Bond
Trading Session and the Core Bond Trading Session and may be
cancelled at any time.

(2) A NYSE Bonds GTD Order must include an Expire Date or be
designated for the Core Bond Trading Session or else the order will be
rejected.

(3) A NYSE Bonds GTD Order is eligible for execution in the Core Bond
Auction and the Core Bond Trading Session only. A designation for
any other trading session but the Core Bond Trading Session will be
rejected.

(4) A NYSE Bonds GTD Order will participate in the Core Bond Auction
if entered before commencement of the Core Bond Auction at 8:00
a.m. ET, and if not executed in the Core Bond Auction, is eligible for
execution in the Core Bond Trading Session, unless such order is
cancelled. If such order is entered after commencement of the Core
Bond Auction it will participate in the Core Bond Trading Session,
unless such order is cancelled.

(5) Unless a NYSE Bonds GTD Order is executed or cancelled in full,
it will be placed on the order book for the following day in price-time
priority for participation in the Core Bond Trading Session after the end
of the Core Bond Auction.

(vi) “NYSE Bonds Timed Order” is a NYSE Bonds Limit Order or a NYSE Bonds
Reserve Order that remains in effect for a period of time specified on the order
(e.g., Effective Time and Expire Time) for the current day until the order is
executed or cancelled.

(1) A NYSE Bonds Timed Order will be accepted and may be cancelled
during all trading sessions. Such order can be traded during all trading
sessions so long as the order is submitted during the trading session in
which it is to become effective.

(2) A NYSE Bonds Timed Order will participate in the Core Bond Auction
and Core Bond Trading Session if entered before commencement
of the Core Bond Auction at 8:00 a.m. ET, and if not executed in the
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Core Bond Auction, is eligible for execution in the Core Bond Trading
Session, unless such order is cancelled.

(3) A NYSE Bonds Timed Order must include at least one of the following:
an Effective Time, an Expire Time or a designated trading session, or
else the order will be rejected.

(a) A NYSE Bonds Timed Order submitted with an Effective
Time alone will become effective at the Effective Time and
will be cancelled if not executed at the end of the Late Bond
Trading Session.

(b) A NYSE Bonds Timed Order submitted with an Expire Time
alone will become effective at the time it was submitted and if
not executed will be cancelled at the Expire Time.

(c) A NYSE Bonds Timed Order submitted with a designated
trading session alone or with a designated trading session
and either an Effective Time or an Expire Time will become
effective at the time the designated trading session begins
and if not executed will be cancelled at the end of the
designated trading session. A NYSE Bonds Timed Order
submitted during a designated trading session will become
effective at the time the order is received and if not executed,
will be cancelled at the end of such designated trading
session.

(4) A NYSE Bonds Timed Order submitted with a time in force of Day
during a trading session without an Effective Time, an Expire Time or
a designated trading session will be treated as a Day limit order and if
not executed will expire at the end of the Core Bond Trading Session.

(vii) “NYSE Bonds Fill-or-Kill Order” (“NYSE Bonds FOK Order”) is a NYSE Bonds
Limit Order that is to be executed immediately in its entirety at the best price
available against a single contra party, or if not executed immediately in its
entirety, is cancelled. An NYSE Bonds FOK Order is eligible to participate in
all trading sessions but will be accepted only if sent during the current trading
session, or the order will be rejected. An NYSE Bonds FOK Order will not
participate in either the Opening Bond Auction or the Core Bond Auction.

(viii) “NYSE Bonds All-or-None Order (“NYSE Bonds AON Order”) is a NYSE Bonds
Limit Order that is to be executed in full against one or more contra party, or not
at all. If such order is not executed in full, NYSE Bonds will post such order to
the order book at its limit price until it is executed in full or is cancelled. Incoming
contra-side orders that cannot meet the AON quantity may trade at or through
the price of an NYSE Bonds AON Order. A NYSE Bonds AON Order will not
participate in either the Opening Bond Auction or the Core Bond Auction. Such
order is eligible for execution only during the trading session(s) for which it was
designated.

(1) A NYSE Bonds AON Order must be designated as “day,” “good ‘til
cancelled,” or “good ‘til date.”

(2) A NYSE Bonds AON Order designated as “day” is eligible to
participate in all trading sessions. Such order, if not executed or
cancelled, expires at the end of the trading session for which it was
designated, on the day on which it was entered. A NYSE Bonds AON
Order not designated for a particular trading session but entered during
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the Opening Bond Trading Session will participate in the Opening
Bond Trading Session, and if not executed in the Opening Bond
Trading Session, is eligible for execution in the Core Bond Trading
Session, unless such order is cancelled. A NYSE Bonds AON Order
not designated for a particular trading session but entered during the
Core Bond Trading Session will participate in the Core Bond Trading
Session only and will be cancelled if not executed in full at the end of
such trading session.

(3) A NYSE Bonds AON Order designated as “good ‘til cancelled” may
be entered during the Opening Bond Trading Session and Core Bond
Trading Session but will be eligible to participate in the Core Bond
Trading Session only. Unless such order is executed or cancelled in
full, it will be placed on the order book for the following day in pricetime
priority for participation in the Core Bond Trading Session after the end
of the Core Bond Auction.

(4) A NYSE Bonds AON Order designated as “good ‘til date” may be
entered during the Opening Bond Trading Session and the Core Bond
Trading Session but will be eligible to participate in the Core Bond
Trading Session only. Unless such order is executed or cancelled in
full, it will be placed on the order book for the following day in price-
time priority for participation in the Core Bond Trading Session after
the end of the Core Bond Auction.

(ix) “NYSE Bonds Minimum Quantity Order” is a NYSE Bonds Limit Order eligible to
trade against one or more contra side order(s), provided such order’s quantity
requirement is met. If there is not enough contraside liquidity available at the
time a NYSE Bonds Minimum Quantity Order is submitted, NYSE Bonds will
post such order on the order book at its limit price until it is executed in full, or is
cancelled. Incoming contra-side orders that cannot meet the minimum quantity
may trade at or through the price of a NYSE Bonds Minimum Quantity Order. A
NYSE Bonds Minimum Quantity Order will be rejected if the minimum quantity
entered on the order is greater than the total quantity of the order.

(1) A NYSE Bonds Minimum Quantity Order will be available for partial
execution but each partial execution must be for the minimum number
of bonds or greater. If the balance of the order after one or more partial
executions is less than the minimum, such balance will be treated as
a regular limit order, and will be placed on the order book in pricetime
priority.

(2) A NYSE Bonds Minimum Quantity Order will not participate in either
the Opening Bond Auction or the Core Bond Auction. Such order will
only be eligible for execution during the trading session(s) for which it
was designated.

(a) A NYSE Bonds Minimum Quantity Order must be designated
as “day,” “good ‘til cancelled,” or “good ‘til date.”

(b) A NYSE Bonds Minimum Quantity Order designated as
“day” is eligible to participate in all trading sessions. Such
order, if not executed or cancelled, expires at the end of the
trading session for which it was designated, on the day on
which it was entered. A NYSE Bonds Minimum Quantity
Order not designated for a particular trading session but
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entered during the Opening Bond Trading Session will
participate in the Opening Bond Trading Session, and if not
executed in the Opening Bond Trading Session, is eligible
for execution in the Core Bond Trading Session, unless such
order is cancelled. A NYSE Bonds Minimum Quantity Order
not designated for a particular trading session but entered
during the Core Bond Trading Session will participate in the
Core Bond Trading Session only and will be cancelled if not
executed in full at the end of such trading session

(c) A NYSE Bonds Minimum Quantity Order designated as
“good ‘til cancelled” may be entered during the Opening Bond
Trading Session and Core Bond Trading Session but will be
eligible to participate in the Core Bond Trading Session only.
Unless such order is executed or cancelled in full, it will be
placed on the order book for the following day in price-time
priority for participation in the Core Bond Trading Session
after the end of the Core Bond Auction.

(d) A NYSE Bonds Minimum Quantity Order designated as
“good ‘til date” may be entered during the Opening Bond
Trading Session and Core Bond Trading Session but will be
eligible to participate in the Core Bond Trading Session only.
Unless such order is executed or cancelled in full, it will be
placed on the order book for the following day in price-time
priority for participation in the Core Bond Trading Session
after the end of the Core Bond Auction.

(C) "Imbalance" with respect to a Bond Auction in a particular bond means the number of buy
and/or sell orders that cannot be matched with other orders at the Indicative Match Price
at any given time.

(D) "Indicative Match Price" ("IMP") with respect to a Bond Auction in a particular bond shall
mean a single price at which the maximum number of bonds is executable.

(i) If there are two or more prices at which the maximum number of bonds is
executable, the IMP will be the price that is closest to the Reference Price
provided that the IMP cannot be lower (higher) than any unmatched top of book
order to buy (sell) that was eligible to participate in an auction at the IMP.

(a) For the Opening Bond Auction, the Reference Price shall be the
closing price in a bond on the previous trading day or if the bond did
not trade on the previous trading day, the closing price on the last day
that the bond traded.

(b) For the Core Bond Auction and the Bond Halt Auction, the Reference
Price shall be the last price of a bond on that trading day prior to the
applicable auction, and if none, the previous trading day’s closing
price, and if none, the closing price on the last day that the bond
traded.

(ii) If orders to buy and orders to sell are not marketable (i.e., the price of a bond
order to buy is not equal to or greater than the price of a bond order to sell), then
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the IMP is determined by the side and volume at the top of book, where the price
of the side with the greater volume establishing the IMP.

(iii) A Bond Auction will not occur in the event an IMP is not established, as provided
in Rule 86(l)(3)(A) for the Opening Bond Auction and the Core Bond Auction,
and Rule 86(n)(2)(E) for the Bond Halt Auction.

(E) "Clearly Erroneous Execution" refers to an execution involving an obvious error in
any term of an order participating in such execution, such as price, unit of trading, or
identification of the bond.

(F) "Sponsoring Member Organization" refers to a NYSE Member or Member Organization
that enters into a written "sponsorship agreement" with a "Sponsored Participant" to
provide the Sponsored Participant with access to NYSE Bonds

(G) "Sponsored Participant" is a person who has entered into a sponsorship arrangement with
a Sponsoring Member Organization to obtain access to NYSE Bonds pursuant to this Rule
86 (o) (Member Organization and Non-Member Access to NYSE Bonds).

(H) "Authorized Trader" is a person who is authorized to act on behalf of a Sponsoring
Member Organization or Sponsored Participant of NYSE Bonds.

(I) "User" means any Member or Member Organization, Sponsored Participant, or Authorized
Trader that is authorized to access NYSE Bonds.

(J) "Bond Auction" is a single-priced execution of bonds at the IMP.
(K) "Bond Trading Session" is the time during which bonds will be available for ordinary

trading on NYSE Bonds each day the Exchange is open for business, unless otherwise
determined by the Exchange. NYSE Bonds has three (3) daily Bond Trading Sessions:
"Opening," "Core" and "Late."

(c)   The minimum unit of trading in NYSE Bonds shall be at least one bond and the maximum unit of trading
shall be one million bonds. This minimum unit of trading applies to both the displayed and undisplayed portion
of a NYSE Bonds Reserve Order.

(d)   The original principal amount of a bond constituting a unit of trading is generally $1,000, except
that a unit of trading other than $1,000 may be designated by the Exchange for specific issues of bonds
denominated in U.S. dollars or foreign currencies. Bonds priced less than an original principal amount of
$1,000 may trade on NYSE Bonds, provided the User first aggregates such bonds into a unit of $1,000 before
entering the order. Bids or offers for bonds priced in denominations less than $1,000 shall specify the original
principal amount of the bond.

(e)   Price Collar Thresholds.

A price collar threshold is a maximum price beyond which an order will not be accepted. Price collar
thresholds will be established from time to time by the Exchange, with notification to NYSE Bonds Users.
When one or more marketable orders to sell or one or more marketable orders to buy a particular bond have
been entered into NYSE Bonds outside of a price collar threshold, such order will be rejected by the system.
The price collar threshold is only active during Bond Trading Sessions where ordinary trading takes place.
The price collar threshold will not be active during the queuing of bond orders or during Bond Auctions.

(f)   NYSE Bonds will accept bids and offers in bonds priced to two decimal places.

(g)   Securities to be Traded.

Only such securities (including convertible bonds and certain structured products) as the Exchange may
specify shall be traded/dealt in through NYSE Bonds. Any security traded/dealt in through NYSE Bonds must
be listed, or otherwise admitted to dealing on the Exchange.
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(h)   Order Designation. Orders can only be designated for Bond Trading Sessions. Orders cannot be
designated for participation in Bond Auctions. Except as otherwise provided under this Rule, participation in
Bond Auctions is automatic if an order is designated for participation in a particular Bond Trading Session and
is entered prior to the commencement of the related Bond Auction as provided by this rule.

(i)   Bond Trading Sessions. NYSE Bonds has three (3) Bond Trading Sessions. Orders may be entered from
3:30 a.m. ET until 8:00 p.m. ET, and must be designated for participation in one or more of these trading
sessions. If an order is not so designated, it will be available for trading in the Core Bond Auction and the
Core Bond Trading Session only. Such order will participate in the Core Bond Auction if entered before
commencement of the Core Bond Auction at 8:00 a.m. ET, and if not executed in the Core Bond Auction will
automatically participate in ordinary trading in the Core Bond Trading Session, unless such order is cancelled.
If such order is entered after commencement of the Core Bond Auction it will participate in the Core Bond
Trading Session, unless such order is cancelled.

(1) Opening Bond Trading Session.

(A) The Opening Bond Trading Session commences with the Opening Bond Auction at 4:00
a.m. Eastern Time ("ET") and concludes at 8:00 a.m. ET with the Core Bond Auction.

(B) Order Submission: Orders designated for the Opening Bond Trading Session and entered
into NYSE Bonds before 4:00 a.m. ET will first participate in the Opening Bond Auction
and if not executed will participate in ordinary trading in the Opening Bond Trading
Session, unless such orders are cancelled.

(C) Orders designated only for the Opening Bond Trading Session that do not execute in the
Opening Bond Auction or the Opening Bond Trading Session will participate in the Core
Bond Auction, unless such orders are cancelled.

(2) Core Bond Trading Session.

(A) The Core Bond Trading Session commences with the Core Bond Auction at 8:00 a.m. ET
and concludes at 5:00 p.m. ET.

(B) Order Submission: Orders designated for the Core Bond Trading Session and entered into
NYSE Bonds before 8:00 a.m. ET will first participate in the Core Bond Auction and if not
executed will participate in ordinary trading in the Core Bond Trading Session, unless such
orders are cancelled.

(3) Late Bond Trading Session.

(A) The Late Bond Trading Session commences at 5:00 p.m. ET and concludes at 8:00 p.m.
ET.

(B) Order Submission: Orders designated for the Late Bond Trading Session and entered in
NYSE Bonds before 5:00 p.m. ET and until 8:00 p.m. ET will participate in ordinary trading
in the Late Bond Trading Session, unless such orders are cancelled.

(C) The Late Bond Trading Session does not commence with a Bond Auction.

(j)   Display and Execution of Orders in Bond Trading Sessions.
(A) Buy and sell orders in NYSE Bonds shall be displayed, matched and executed in the Bond Trading

Sessions in the following sequence:

(i) According to price, with the highest bid price and the lowest offer price receiving highest
priority.

(ii) Within each price, according to the time of the order entry in NYSE Bonds, except for
Timed Orders, according to the effective time, as provided in Rule 86(b)(2)(B)(vi)(3)(a)-(c).

(B) Undisplayed reserve interest associated with a NYSE Bonds Reserve Order shall yield to displayed
interest at the same price.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

304

http://researchhelp.cch.com/License_Agreement.htm


(C) The terms of an order entered into NYSE Bonds may not be modified after entry. An order may
be cancelled at any time provided the order has not been executed except that an order eligible
for participation in a Bond Auction may be cancelled only until two (2) minutes prior to such Bond
Auction.

(D) Users shall be promptly notified of their orders’ executions.

(k)   Opportunity for Price Improvement. Bonds trade in price/time priority. An order to sell bonds receives
price improvement when it enters NYSE Bonds priced below the then-current best bid and an order to buy
bonds receives price improvement when it enters NYSE Bonds priced above the then-current best offer.

(l)   Bond Auctions. NYSE Bonds will have two (2) Bond Auctions each day the Exchange is open for
business, unless otherwise determined by the Exchange. The Opening Bond Auction occurs at the beginning
of the Opening Bond Trading Session, and the Core Bond Auction occurs at the beginning of the Core Bond
Trading Session. A Bond Auction will occur when at least one order to sell and one order to buy the particular
bond have been entered into NYSE Bonds and such order is marketable (i.e., the price of a bond order to
buy is equal to or greater than the price of a bond order to sell). If no marketable orders in a particular bond
are entered into NYSE Bonds prior to the commencement of an Auction, such Auction will not occur and any
existing orders will be available only for ordinary trading in the designated Bond Trading Session(s). During a
Bond Auction orders in the system will be matched and executed at the IMP based on price-time priority.

(1) Opening Bond Auction. The Opening Bond Auction occurs at the beginning of the Opening Bond
Trading Session.

(A) Order Submission. Orders designated for the Opening Bond Trading Session and
submitted from 3:30 a.m. ET and before commencement of the Opening Bond Auction
at 4:00 a.m. ET will participate in the Opening Bond Auction, unless such orders are
cancelled.

(B) Publication of IMP. Publication of the IMP for the Opening Bond Auction, and any
Imbalance associated therewith, will commence at or after 3:30 a.m. ET, with the entry
in NYSE Bonds of the first order in a particular bond designated for the Opening Bond
Trading Session, and at various times thereafter until the Opening Bond Auction occurs.

(C) At 4:00 a.m. ET orders that are eligible for participation in the Opening Bond Auction as
described in Section (l)(1)(A) above, will be matched and executed in the Opening Bond
Auction at the IMP based on price-time priority.

(D) Orders designated for the Opening Bond Trading Session that were not executed in the
Opening Bond Auction, will participate in ordinary trading in the Opening Bond Trading
Session, unless such orders are cancelled.

(2) Core Bond Auction. The Core Bond Auction occurs at the beginning of the Core Bond Trading
Session.

(A) Order Submission. Orders designated for the Core Bond Trading Session and submitted
from 3:30 a.m. ET and before commencement of the Core Bond Auction at 8:00 a.m. ET
will participate in the Core Bond Auction, unless such orders are cancelled.

(B) Publication of IMP. Publication of the IMP for the Core Bond Auction, and any Imbalance
associated therewith, shall commence at or after 3:30 a.m. ET with the first order in a
particular bond designated for the Core Bond Trading Session, and at various times
thereafter until the Core Bond Auction occurs.

(C) At 8:00 a.m. ET, orders eligible for participation in the Core Bond Auction as described in
Section (l) (2)(A) above, will be matched and executed in the Core Bond Auction at the
IMP based on price-time priority.

(D) Orders designated for the Core Bond Trading Session that were not executed in the Core
Bond Auction, will participate in ordinary trading in the Core Bond Trading Session, unless
such orders are cancelled.
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(3) Display and Execution of Orders in Bond Auctions.

(A) Failure to Establish an IMP. A single order in a particular bond can establish an IMP. If no
orders are entered into NYSE Bonds in a particular bond prior to the commencement of a
Bond Auction, or if non-marketable buy and sell orders are entered in NYSE Bonds and
the size of the best bid and best offer are the same, no IMP will be established and a Bond
Auction will not occur.

(B) Failure to Establish a Bond Auction: If an IMP is established but no marketable orders
(i.e., the price of a bond order to buy is equal to or greater than the price of a bond order
to sell) are entered in NYSE Bonds for a particular bond prior to the commencement of
an Auction, the Auction will not take place and orders will be available only for ordinary
trading in the relevant Bond Trading Session(s), i.e., "Opening," "Core" or "Late," unless
such orders are cancelled.

(C) Cancellation for Bond Auctions. Orders that are eligible for the Opening and Core Bond
Auctions may be cancelled at any point until two (2) minutes prior to the commencement
of the Bond Auction(s).

(m)   Clearly Erroneous Executions.
(1) Subject to the approval of the Exchange, a clearly erroneous execution may be removed from

NYSE Bonds if all parties to the trade do not object.
(2) Request for Review.

(A) A User that receives an execution on an order for its own or a customer account that is
erroneous may request that the Exchange review the execution.

(B) Such request for review must be made via telephone, facsimile or e-mail and shall be
submitted within thirty (30) minutes of the execution in question. The Exchange may
consider requests for review that are submitted more than thirty (30) minutes after the
execution in question, on a case-by-case basis, in a manner that promotes a fair and
orderly market and does not unfairly discriminate against Users of NYSE Bonds.

(C) Upon receipt of a request to review, the Exchange shall notify each counterparty to the
execution as soon as practicable. Thereafter, an Officer of the Exchange or a designee
("the Reviewer") shall review the execution under dispute and determine whether it
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is clearly erroneous, with a view toward maintaining a fair and orderly market and the
protection of investors and the public interest.

(D) Each party to the execution shall provide, within thirty (30) minutes of the request for
review, any supporting written information as may be requested by the Exchange to aid in
the resolution of the matter.

(E) Determinations of a clearly erroneous execution will be based on any and all relevant
factors of an execution on a case by case basis including, but not limited to, the following:

1. Execution price(s);
2. Volume and volatility of a bond;
3. News released for the issuer or the bond and/or the related security;
4. Trading halts;
5. Corporate action(s);
6. General market conditions;
7. Rating of the bond;
8. Interest and or coupon rate;
9. Maturity date;
10. Yield curves;
11. Prior print, if available within a reasonable time frame;
12. Executions inconsistent with the trading pattern of a bond;
13. Current day’s trading high/low;
14. Recent day’s and week’s trading high/low;
15. Executions outside the 52 week high/low;
16. Effect of a single large order creating several prints at various prices; and
17. Quotes and executions of other market centers;

(3) Review Procedures.

(A) Unless all parties to a disputed execution agree to withdraw the initial request for review,
the execution under dispute shall be reviewed and a determination shall be rendered by
the Exchange. If the Reviewer determines that the execution is not clearly erroneous,
no action shall be taken. If the Reviewer determines that a clearly erroneous execution
occurred, the execution shall be declared null and void, or one or more of the terms of the
execution will be modified. The parties shall be promptly notified of the determination.

(B) If a User aggrieved by a determination made under this Rule so requests within the
time permitted below, the Clearly Erroneous Execution Panel ("CEE Panel") will review
determinations made by the Reviewer under this Rule, including whether a clearly
erroneous execution occurred and whether the correct adjustment was made, provided,
however, that the CEE Panel will not review determinations made by the Reviewer under
subsection (A) of this rule if the Reviewer determines under subsection (A) of this rule
that the number of the affected executions is such that immediate finality is necessary to
maintain a fair and orderly market and to protect investors and the public interest.

(C) A request for review by a CEE Panel must be made via facsimile or e-mail within thirty
(30) minutes after the party making the appeal is given notification of the Reviewer’s
determination.

(D) The CEE Panel shall review the facts in accordance with procedures adopted by the
Exchange, and render a determination within the time frame prescribed by the Exchange.

(E) The CEE Panel may confirm or overturn the Reviewer’s determination. All determinations
by the CEE Panel shall constitute final action by the Exchange on the matter at issue.
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(4) CEE Panel Composition.

(A) The CEE Panel will be comprised of the Chief Regulatory Officer of the Exchange or a
designee and representatives from two (2) Members or Member Organizations that are
Users of NYSE Bonds.

(B) The Exchange shall designate at least ten (10) Members or Member Organizations that
are Users of NYSE Bonds to act as representatives to be called upon to serve on the CEE
Panel as needed. In no case shall a CEE Panel include a person related to or affiliated
with a party to the execution in question. To the extent reasonably possible, the Exchange
shall call upon these designated representatives to participate on CEE Panels on an
equally frequent basis.

(5) System Disruption, System Malfunction or Equipment Changeover.

(A) In the event of a system disruption, system malfunction or equipment changeover in the
use or operation of any electronic communications and trading facilities of the Exchange
affecting NYSE Bonds, an Officer of the Exchange or a designee, may review, without
the need for a request for review, such NYSE Bonds executions as he or she deems
appropriate, consistent with a view toward maintaining a fair and orderly market and the
protection of investors and the public interest. The Reviewer will determine whether one
or more clearly erroneous executions occurred and, if so, declare them null and void or
modify the terms of such executions

(B) Absent extraordinary circumstances, any action pursuant to this subsection (5) shall be
taken within thirty (30) minutes of detection of the system disruption, system malfunction,
equipment changeover or an erroneous execution resulting from such events.

(C) If an execution is deemed to be a clearly erroneous execution as a result of a system
problem, each party to the execution shall be notified of the determination as soon as
practicable and, if aggrieved by such determination may appeal to the CEE Panel in
accordance with the provisions of subsections (3)(B)-(E) above.

(n)   Halting, Suspending or Closing Trading on NYSE Bonds
(1) Trading on NYSE Bonds may be halted, suspended or closed when:

(A) In the exercise of its regulatory function, the Exchange determines such action is
necessary and appropriate to maintain a fair and orderly market, protect investors, or
otherwise is in the public interest due to extraordinary circumstances or unusual market
conditions; or

(B) In the case of a particular bond whenever, for regulatory purposes, trading in the related
stock has been halted, suspended or closed on the Exchange or the primary listing
exchange, or

(C) In the case of a particular bond trading on the Exchange pursuant to unlisted trading
privileges, whenever, for regulatory purposes, trading in that bond has been halted,
suspended or closed on the primary listing exchange, or

(D) In the case of a particular bond, news reports have a material impact on that bond, its
issuer, or related stock of that issuer, or

(E) In the case of a particular bond trading on the Exchange pursuant to unlisted trading
privileges, if the authority under which a bond trades on the Exchange or its primary
market is revoked (e.g. because it is delisted).

(F) No terms or conditions specified in this rule shall be interpreted to be inconsistent with any
other rules of the Exchange.
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(2) Bond Halt and Bond Halt Auction.

(A) In the event of a trading halt on NYSE Bonds (“Bond Halt”) a halt message shall be
disseminated by the Exchange at the beginning and end of the halt.

(B) During a Bond Halt, orders may be entered into NYSE Bonds and will queue according to
price/time priority.

(C) Upon conclusion of a Bond Halt, trading will commence with a Bond Halt Auction where
the orders will match and execute at the IMP that is determined upon conclusion of the
Bond Halt. Like the Opening and Core Bond Auctions, the Bond Halt Auction is a single-
priced execution of bonds that trade at the IMP.

(D) Publication of IMP. Upon commencement of the Bond Halt, and at various times
thereafter, the IMP, and any Imbalance associated therewith, will be disseminated by the
Exchange.

(E) Failure to Establish an IMP. A single order in a particular bond can establish an IMP. If no
orders are entered into NYSE Bonds in a particular bond prior to the commencement of a
Bond Halt Auction, or if non-marketable buy and sell orders are entered in NYSE Bonds
and the size of the best bid and best offer are the same, the IMP will not be established
and the Bond Halt Auction will not occur.

(F) Failure to Establish a Bond Halt Auction. If an IMP is established for a Bond Halt Auction
but no marketable orders (i.e., the price of a bond order to buy is equal to or greater than
the price of a bond order to sell) are entered in NYSE Bonds prior to the commencement
of the Bond Halt Auction the Auction will not occur and the orders will be available only for
ordinary trading in the Bond Trading Session that correlates in time with the conclusion of
the Bond Halt, unless such orders are cancelled.

(G) Order Cancellation. Orders that are eligible for execution in a Bond Halt Auction may be
cancelled at any time prior to the beginning of the Bond Halt Auction.

(o)   Member Organization and Non-Member Access to NYSE Bonds.
(a) General. NYSE Bonds shall be available for entry and execution of orders by Members or Member

Organizations and Sponsored Participants with authorized access. To obtain authorized access
to NYSE Bonds, a Sponsored Participant must enter into a written agreement with a Sponsoring
Member Organization and the Exchange.

(b) Sponsored Participants. A Sponsored Participant may obtain authorized access to NYSE Bonds
only if such access is authorized in advance by one or more Sponsoring Member Organizations as
follows:

(1) Sponsored Participants must enter into and maintain sponsorship agreements with
one or more Sponsoring Member Organizations establishing proper relationship(s) and
account(s) through which the Sponsored Participant may trade on NYSE Bonds. Such
sponsorship agreement(s) must incorporate the sponsorship provisions set forth in
paragraph (2) below.

(2) For a Sponsored Participant to obtain and maintain authorized access to NYSE Bonds, a
Sponsored Participant and its Sponsoring Member Organization must agree in writing to
the following sponsorship provisions:

(A) Sponsored Participant and its Sponsoring Member Organization must have
entered into and maintained a written agreement with the Exchange. The

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

309

http://researchhelp.cch.com/License_Agreement.htm


Sponsoring Member Organization must designate the Sponsored Participant by
name in its written agreement as such.

(B) Sponsoring Member Organization acknowledges and agrees that:

(i) All orders entered by the Sponsored Participant and any person acting
on behalf of or in the name of such Sponsored Participant and any
executions occurring as a result of such orders are binding in all
respects on the Sponsoring Member Organization and

(ii) Sponsoring Member Organization is responsible for any and all actions
taken by such Sponsored Participant and any person acting on behalf
of or in the name of such Sponsored Participant.

(C) Sponsoring Member Organization shall comply with the rules of the Exchange,
the rules and procedures with regard to NYSE Bonds and Sponsored Participant
shall comply with the rules of the Exchange and the rules and procedures with
regard to NYSE Bonds, as if Sponsored Participant were a Sponsoring Member
Organization.

(D) Sponsored Participant shall maintain, keep current and provide to the
Sponsoring Member Organization a list of Authorized Traders who may obtain
access to the NYSE Bonds on behalf of the Sponsored Participant.

(E) Sponsored Participant shall familiarize its Authorized Traders with all of the
Sponsored Participant's obligations under this Rule and will assure that they
receive appropriate training prior to any use or access to NYSE Bonds.

(F) Sponsored Participant may not permit anyone other than Authorized Traders to
use or obtain access to NYSE Bonds.

(G) Sponsored Participant shall take reasonable security precautions to prevent
unauthorized use or access to NYSE Bonds, including unauthorized entry
of information into NYSE Bonds, or the information and data made available
therein. Sponsored Participant understands and agrees that Sponsored
Participant is responsible for any and all orders, trades and other messages
and instructions entered, transmitted or received under identifiers, passwords
and security codes of Authorized Traders, and for the trading and other
consequences thereof.

(H) Sponsored Participant acknowledges its responsibility to establish adequate
procedures and controls that permit it to effectively monitor its employees,
agents and customers' use and access to NYSE Bonds for compliance with the
terms of this agreement.

(I) Sponsored Participant shall pay when due all amounts, if any, payable to
Sponsoring Member Organization, NYSE Bonds or any other third parties that
arise from the Sponsored Participants access to and use of NYSE Bonds. Such
amounts include, but are not limited to applicable exchange and regulatory fees.

(3) The Sponsoring Member Organization must provide the Exchange with a notice of
consent acknowledging its responsibility for the orders, executions and actions of its
Sponsored Participant at issue.

(4) Authorized Traders

(A) Sponsoring Member Organization shall maintain a list of Authorized Traders
who may obtain access to NYSE Bonds on behalf of the Sponsoring Member
Organization or the Sponsoring Member Organization's Sponsored Participants.
The Sponsoring Member Organization shall update the list of Authorized Traders
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as necessary. Sponsoring Member Organizations must provide the list of
Authorized Traders to the Exchange upon request.

(B) A Sponsoring Member Organization must have reasonable procedures to ensure
that all Authorized Traders comply with the trading rules and procedures related
to NYSE Bonds and all other rules of the Exchange.

(C) A Sponsoring Member Organization must suspend or withdraw a person's
status as an Authorized Traders if the Exchange has determined that the person
has caused the Sponsoring Member Organization to fail to comply with the
rules of the Exchange and the Exchange has directed the Sponsoring Member
Organization to suspend or withdraw the person's status as an Authorized
Trader.

(D) A Sponsoring Member Organization must have reasonable procedures to ensure
that the Authorized Trader maintain the physical security of the equipment for
accessing the facilities of NYSE Bonds to prevent the improper use or access to
the system, including unauthorized entry of information into the system.

(p)   Reports and Recordkeeping.
(1) NYSE Bonds Trading Reports and Records. Users of NYSE Bonds must comply with all relevant

rules of the Exchange and the Securities and Exchange Commission in relation to reports and
records of transactions on NYSE Bonds including but not limited to Exchange Rules 3110 and 4522,
and Rules 17a-3 and 17a-4 under the Securities Exchange Act of 1934.

Adopted: May 28, 1998.
Amended: August 9, 2001 effective August 17, 2001 (NYSE-2001-16); June 6, 2005 (NYSE-2004-42); March 20, 2007 (SR-
NYSE-2006-37); October 22, 2008 (NYSE-2008-106); December 18, 2008 (NYSE-2008-129); July 14, 2011 (NYSE-2011-33); July 1,
2014 (NYSE-2014-31); November 6, 2014 (NYSE-2014-56); September 28, 2015 (NYSE-2015-27); May 20, 2016 (NYSE-2016-17).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, Rule 87., New York
Stock Exchange, Bond Trading License
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(a) Notwithstanding the requirements of Rule 300, the Exchange may issue a bond trading license ("BTL") that
permits a member organization to effect debt transactions on the Exchange or through any facility thereof. An
organization may acquire and hold a BTL only if and for so long as such organization is qualified and approved
to be a member organization of the Exchange. A BTL is not transferable and may not be, in whole or in part,
transferred, assigned, sublicensed or leased; provided, however, that the holder of the BTL may, with the prior
written consent of the Exchange, transfer a BTL to a qualified and approved member organization (i) that is an
affiliate or (ii) that continues substantially the same business of such BTL holder without regard to the form of
the transaction used to achieve such continuation, e.g., merger, sale of substantially all assets, reincorporation,
reorganization or the like. The price per BTL shall be published in the Exchange's price list.

Adopted: January 19, 2011 (NYSE-2010-74).
Amended: December 16, 2011 (NYSE-2011-63); December 21, 2012 (NYSE-2012-74); April 25, 2014 (NYSE-2014-08).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, Rule 88., New York
Stock Exchange, Bonds Liquidity Providers
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(a) Bonds Liquidity Provider. A "Bonds Liquidity Provider" ("BLP") is a member organization that
electronically enters orders from off the Floor of the Exchange into the NYSE BondsSM ("NYSE
Bonds") trading system. To be eligible for the financial incentive for a bond as set forth in paragraph (b)
below, a BLP must maintain in accordance with paragraph (f) below:

(1) a bid at least seventy percent (70%) of the Core Bond Trading Session for such bond;
(2) an offer at least seventy percent (70%) of the Core Bond Trading Session for such bond; and
(3) a bid or offer at the Exchange's Best Bid ("BB") or Exchange's Best Offer ("BO") at least five

percent (5%) of the Core Bond Trading Session for all of its bonds in the aggregate.
(b) Rebate. A BLP that meets the quoting requirement for a bond as described in paragraph (a) of this

Rule shall receive the liquidity provider rebate set forth in the Exchange's Price List.
(c) Qualifications of a BLP. To qualify as a BLP, a member organization must:

(1) demonstrate an ability to meet the quoting requirements of a BLP;
(2) have mnemonics that identify to the Exchange BLP trading activity in assigned BLP bonds.

A member organization may not use such mnemonics for trading activity at the Exchange in
assigned BLP bonds that is not BLP trading activity but may use the same mnemonics for
trading activity in bonds not assigned to a BLP. If a member organization does not identify
to the Exchange the mnemonic to be used for BLP trading activity, the member organization
shall not receive credit for such BLP trading; and

(3) have adequate trading infrastructure and technology to support electronic trading.
(d) Application Process.

(1) To become a BLP, a member organization must submit a BLP application form with all
supporting documentation to the Exchange.

(2) After an applicant submits a BLP application to the Exchange, with supporting
documentation, the Exchange shall notify the applicant member organization of its decision.

(3) If an applicant is approved by the Exchange to receive BLP status, such applicant must
establish connectivity with relevant Exchange systems before such applicant is permitted to
trade as a BLP on the Exchange.

(4) In the event an applicant is disapproved or disqualified under paragraph (i)(2) below by the
Exchange, such applicant may request an appeal of such disapproval or disqualification by
the Exchange as provided in paragraph (j) of this Rule, and/or reapply for BLP status three
(3) months after the month in which the applicant received disapproval or disqualification
notice from the Exchange.

(e) Voluntary Withdrawal of BLP Status. A BLP may withdraw from the status of a BLP by giving notice to
the Exchange. Such withdrawal shall become effective when those bonds assigned to the withdrawing
BLP are reassigned to another BLP. After the Exchange receives the notice of withdrawal from the
withdrawing BLP, the Exchange shall reassign such bonds as soon as practicable, but no later than
30 days of the date said notice is received by the Exchange. In the event the reassignment of bonds
takes longer than the 30-day period, the withdrawing BLP shall have no obligations under this Rule 88
and shall not be held responsible for any matters concerning its previously assigned BLP bonds upon
termination of this 30-day period.
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(f) Calculation of Quoting Requirements.

(1) A BLP's 70% quoting requirement is calculated by determining the average percentage of
time a BLP is at a bid (offer) in each of its BLP bonds during the Core Bond Trading Session
on a daily and monthly basis. The Exchange shall determine whether a BLP has met this
requirement by calculating the following:

(A) the "Daily Bid Quoting Percentage" is calculated by determining the percentage of
time a BLP has at least 10 displayed BLP bonds in an Exchange bid during each
Core Bond Trading Session for a calendar month;

(B) the "Daily Offer Quoting Percentage" is calculated by determining the percentage of
time a BLP has at least 10 displayed BLP bonds in an Exchange offer during each
Core Bond Trading Session for a calendar month;

(C) the "Monthly Average Bid Quoting Percentage" is calculated for each BLP bond by
summing the bond's "Daily Bid Quoting Percentages" for each Core Bond Trading
Session in a calendar month then dividing the resulting sum by the total number of
Core Bond Trading Sessions in such calendar month;

(D) the "Monthly Average Offer Quoting Percentage" is calculated for each BLP bond
by summing the bond's "Daily Offer Quoting Percentage" for each Core Bond
Trading Session in a calendar month then dividing the resulting sum by the total
number of Core Bond Trading Sessions in such calendar month.

(E) Only displayed orders entered throughout the Core Bond Trading Session shall be
used when calculating whether a BLP is in compliance with its 70% average quoting
requirements.

(2) A BLP's 5% quoting requirement is calculated by determining the average percentage of
time a BLP is at the BB or BO in each of its BLP bonds during the regular Core Bond Trading
Session on a daily and monthly basis, as follows:

(A) the "Daily BB Quoting Percentage" is calculated by determining the percentage
of time a BLP has at least one displayed BLP bond in an Exchange bid at the BB
during each Core Bond Trading Session for a calendar month;

(B) the "Daily BO Quoting Percentage" is calculated by determining the percentage of
time a BLP has at least one displayed BLP bond in an Exchange offer at the BO
during each Core Bond Trading Session for a calendar month;

(C) the "Daily BBO Quoting Percentage" is calculated for each Core Bond Trading
Session by summing the "Daily BB Quoting Percentage" and the "Daily BO Quoting
Percentage" in each BLP bond; and

(D) the "Monthly Average BBO Quoting Percentage" is calculated for each BLP bond by
summing the bond's "Daily BBO Quoting Percentages" for each Core Bond Trading
Session in a calendar month then dividing the resulting sum by the total number of
Core Bond Trading Sessions in such calendar month.

(E) Only displayed orders at the BB and BO throughout the Core Bond Trading Session
shall be used when calculating whether a BLP is in compliance with its 5% average
quoting requirement.

(3) The 5% average quoting requirement shall not be applicable in the first two (2) calendar
months a member organization operates as a BLP. The quoting requirement shall take effect
on the first day of the third consecutive calendar month the member organization operates as
a BLP.
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(g) Matching of BLPs and Issuers.

(1) An issuer may be represented by only one BLP.
(2) Prior to the commencement of the BLP program, the Exchange shall match issuers with BLPs

that have been approved under Rule 88(d) in the following manner. For issuers that have at
least one debt issue with a current outstanding principal of $500 million or greater, each BLP
may select the issuers that it wants to represent, with the order of selection determined by
lottery. For issuers that have debt issues that each have a current outstanding principal of
less than $500 million, each BLP may submit a list of the issuers and each issuer's bonds that
it is willing to represent; the BLP that is willing to represent the most bonds for a given issuer
shall be matched to that issuer. In event of a tie, the BLP with the highest lottery number from
the first round of matching shall be matched with the issuer.

(3) After the commencement of the BLP program, on a monthly basis, BLPs may apply for
unrepresented issuers. The BLP willing to represent the most debt issuances of such issuer
shall be awarded status as BLP for such issuer; in the event of a tie, the issuer shall be
awarded by lottery.

(4) A BLP must represent each debt issuance of an issuer assigned to the BLP that has an
outstanding principal of $500 million or more. A BLP also may represent any issuance below
such level, but shall not be required to do so. If a BLP is representing a debt issuance that
was above $500 million but falls below such level, or has voluntarily been representing an
issuance below the $500 million level where the outstanding principal amount has since been
reduced, the BLP may cease representing such debt issuance by notifying the Exchange in
writing by the 15th day of the month, in which case the BLP may cease acting as such on the
1st day of the following month.

(h) Entry of Orders by BLPs. BLPs may only enter orders electronically from off the Floor of the Exchange
and may only enter such orders directly into Exchange systems and facilities designated for this
purpose.

(i) Failure to Meet Quoting Requirements.

(1) If, in any given calendar month after the first two months a BLP acts as a BLP, a BLP fails to
meet any of the quoting requirements set forth in paragraph (a) of this Rule for any assigned
BLP bond, the BLP shall not receive the rebate described in paragraph (b) for the affected
bond, and if such failure to meet the quoting requirements continues for three consecutive
calendar months in any assigned BLP bond, the Exchange may, in its discretion, take one or
more of the following actions:

(A) revoke the assignment of the affected issuer's bonds from the BLP;
(B) revoke the assignment of additional unaffected issuers from the BLP; or
(C) disqualify a member organization from its status as a BLP.

(2) Disqualification Determinations. The Exchange shall determine if and when a member
organization is disqualified from its status as a BLP. One calendar month prior to any such
determination, the Exchange shall notify a BLP of such impending disqualification in writing.
When disqualification determinations are made, the Exchange shall provide a disqualification
notice to the member organization.

(3) Re-application for BLP Status: In the event a member organization is disapproved pursuant
to paragraph (d)(2) or disqualified from its status as a BLP pursuant to paragraph (i)(1)(C),
such member organization may re-apply for BLP status. Such application process shall occur
at least three (3) calendar months following the month in which such member organization
received its disapproval or disqualification notice.
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(j) Appeal of Disapproval or Disqualification

(1) In the event a member organization disputes the Exchange's decision to disapprove or
disqualify it under paragraph (d)(4) or (i)(2), such member organization ("appellant") may
request, within five (5) business days of receiving notice of the decision, the Bond Liquidity
Provider Panel ("BLP Panel") to review all such decisions to determine if such decisions were
correct.

(A) In the event a member organization is disqualified from its status as a BLP pursuant
to paragraph (i)(2)of this Rule, the Exchange shall not reassign the appellant's
bonds to a different BLP until the BLP Panel has informed the appellant of its ruling.

(2) The BLP Panel shall consist of the NYSE's Chief Regulatory Officer ("CRO"), or a designee
of the CRO, and two (2) officers of the Exchange designated by the Co-Head of U.S. Listings
and Cash Execution.

(3) The BLP Panel shall review the facts and render a decision within the time frame prescribed
by the Exchange.

(4) The BLP Panel may overturn or modify an action taken by the Exchange under this Rule. All
determinations by the BLP Panel shall constitute final action by the Exchange on the matter
at issue.

Adopted: January 19, 2011 (NYSE-2010-74).
Amended: December 16, 2011 (NYSE-2011-63); December 21, 2012 (NYSE-2012-74); April 25, 2014 (NYSE-2014-08); July 1, 2014
(NYSE-2014-31).
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(a)   No member or member organization shall effect any transaction in any security on the Exchange for
his or its account, the account of an associated person, or an account with respect to which the member,
member organization or an associated person thereof exercises investment discretion. For the purposes
of this Rule, the term "associated person" has the meaning set forth in Section 3(a)(21) of the Securities
Exchange Act of 1934 (the Act).

(b)   The provisions of paragraph (a) of this Rule shall not apply to transactions effected pursuant to the
exemptions contained in Section 11(a)(1)(A) through (H) of the Act, or a rule adopted thereunder.

(c)   No bid or offer made by a member on an order for the account of a member or member organization
subject to Section 11(a)(1)(G) of the Act and Rule 11a1-1(T) thereunder shall be entitled to priority over,
parity with or precedence based on size over any order which is for the account of a person who is not a
member, member organization or an associated person thereof.

(d)   Immediately before executing an order pursuant to Section 11(a)(1)(G) of the Act and Rule 11a1-1(T)
thereunder, a member (other than the DMM in such security) shall clearly announce or otherwise indicate to
the DMM and to other members then present in the trading crowd in such security that he is representing an
order to be executed pursuant to these provisions.

(See Rule 108 "Limitations on Members' Bids and Offers" and Rule 112.10 for "Interpretations and Instructions".)

Adopted: February 1, 1979.

Amended: October 1, 2002 effective August 10, 2002 (NYSE-2002-31); October 24, 2008 (NYSE-2008-46).
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No member, whether acting as a DMM or otherwise, who has accepted for execution, personally or through his
or her member organization, an order for the purchase of securities shall fill such order by selling such securities
for any account in which he, his member organization, or any member, principal executive, approved person or
officer of such member organization is directly or indirectly interested when the member knows or should have
known that the sale is for such an account or having so accepted an order for the sale of securities shall fill such
order by buying such securities for such an account, except as follows:

(a) Missing the market A member who neglects to execute an order may be compelled to take or supply for
his own account or that of his member organization the securities named in the order;

(b) “Crossing” for own account A member may take the securities named in the order provided (1) he
shall have offered the same in the open market at a price which is higher than his bid by the minimum
variation permitted in such securities, and (2) the price is justified by the condition of the market, and (3) the
member who gave the order shall directly, or through a broker authorized to act for him or her, after prompt
notification, accept the trade;

(c)   A member may supply the securities named in the order provided (1) he shall have bid for the same in
the open market at a price which is lower than his offer by the minimum variation permitted in such securities,
and (2) the price is justified by the condition of the market, and (3) the member who gave the order shall
directly or through a broker authorized to act for him or her, after prompt notification, accept the trade;

(d) “On order” A member acting as a broker is permitted to report to his or her principal a transaction as
made with himself or herself when he or she has orders from two principals to buy and to sell the same
security and not to give up, such orders being executed in accordance with Rule 76, in which case he must
add to his name on the report the words "on order."

• • • Supplementary Material: 

.10   Confirmation of transactions.—When a member or member organization is notified to send a member
to a DMM unit's post for the purpose of confirming a transaction with another member who has elected to
take or supply for his own account the securities named in an order entrusted to him or her, the member
or member organization so notified or a member representing the notified party must respond as soon as
practicable under the prevailing circumstances following notification to the member or member organization
of the report of execution of the transaction. The transaction must then be either confirmed or rejected with
a member and not with a clerk. Transactions which are not then confirmed or rejected in accordance with
the procedures above are deemed to have been accepted. If the DMM took or supplied the securities, the
member so notified must initial the memorandum record of the DMM which shows the details of the trade and
return it to the DMM. The DMM must keep such memoranda records for a period of three years.

Any disagreement as to whether a member or member organization has taken timely action pursuant to this
paragraph shall be resolved in accordance with the principles of Rule 75.

.30   Orders Stored in Exchange Systems.—In the case where a DMM takes or supplies, for an account in
which the DMM has an interest, the securities named in an order stored in Exchange Systems, the provisions
above regarding confirmation of the transaction shall not apply.

.40   Electronic Order Routing and Reporting.—In the case where a DMM takes or supplies, for an account
in which the DMM has an interest, the securities named in an order which is received by any Exchange
electronic order routing system, paragraphs (b)(3) and (c)(3) and paragraph .10 above shall not apply. A
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member representing the member organization which transmitted the order via the Exchange's order routing
systems, may reject any such trade by notifying the DMM in writing promptly after the member organization
has received a report on the transaction. Any transaction not rejected in this manner shall be deemed
accepted.

.50   Rejection of DMM's principal transactions.—If there is a continued pattern of rejections of a DMM's
principal transactions, a Floor Official may be called upon and require the broker to review his or her actions.
It should be noted, however, that if a customer gives instructions to his or her broker to reject trades with the
DMM's name on the other side, this would be a conditional order and should not be entrusted to the DMM for
execution.

The foregoing does not compromise the unconditional right of a broker to reject any trade where the DMM
trades as principal. In addition, no disciplinary process would be triggered against the broker for exercising his
or her right to reject the trade.

Adopted: September 8, 1980; February 17, 1981.
Amended: May 18, 1972; August 9, 1976; November 23, 1977; June 17, 1991; February 4, 2004 (NYSE-2002-32); October 24, 2008
(NYSE-2008-46); February 18, 2009 (NYSE-2009-13); March 17, 2009 (NYSE-2009-29); April 2, 2012 (NYSE-2012-06).
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Reserved.

Amended: May 18, 1972; August 9, 1976; August 11, 1978; October 26, 1989; May 24, 1991; March 30, 2001 effective January 7,
2002 (NYSE-94-34); July 5, 2007 (NYSE-2007-21); July 18, 2007 (NYSE-2007-63); October 31, 2007 (NYSE-2007-96); October
24, 2008 (NYSE-2008-46); February 18, 2009 (NYSE-2009-13); March 23, 2009 (NYSE-2009-30); July 30, 2009 (NYSE-2009-73);
December 29, 2009 (NYSE-2009-129); July 21, 2010 (NYSE-2010-52); July 27, 2010 (NYSE-2010-43); December 7, 2010
(NYSE-2010-76); July 12, 2011 (NYSE-2011-32); August 18, 2011 (NYSE-2011-43).
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(a)   No member who is approved by the Exchange to initiate transactions on the Exchange Floor or his
member organization or any other member or allied member therein, shall, directly or indirectly, hold any
interest or participation in any joint account for buying or selling any security on the Exchange, unless such
joint account is reported to and not disapproved by the Exchange.

The report should contain the following information for each account:

(1)   Name of the account, with names of all participants and their respective interests in profits and
losses;

(2)   a statement regarding the purpose of the account;

(3)   name of the member organization carrying and clearing the account;

(4)   a copy of any written agreement or instrument relating to the account.

Any changes which take place in a joint account in respect of the information filed should be reported at once
to the Exchange.

(b)   No member while on the Floor shall, without the prior approval of a Floor Official, initiate the purchase or
sale on the Exchange of stock for any account in which he, his member organization or any other member or
allied member therein is directly or indirectly interested with any person other than such member organization
or any other member or allied member therein.

(c)   The provisions of this Rule shall not apply to any purchase or sale (1) by a member for a joint account
maintained solely for effecting bona fide domestic or foreign arbitrage transactions, or (2) by an odd-lot dealer
or a DMM for any joint account in which he is expressly permitted to have an interest or participation by Rule
94.

Amended: May 18, 1972; August 11, 1978; April 27, 1983; October 24, 2008 (NYSE-2008-46); May 6, 2015 (NYSE-2015-23).
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(a)   A DMM, who conducts business on behalf of a DMM unit, shall neither directly nor indirectly acquire or
hold any interest or participation in any joint account for buying or selling on the Exchange any stock in which
such DMM is registered, except a joint account in which such DMM unit is the participant (i) with a member or
members who conduct business or (ii) with a member organization.

Amended: May 18, 1972; August 11, 1978; June 17, 1991; October 24, 2008 (NYSE-2008-46); July 27, 2010 (NYSE-2010-43); May 6,
2015 (NYSE-2015-23).
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(a)   No member while on the Floor shall execute or cause to be executed on the Exchange any transaction
for the purchase or sale of any stock with respect to which transaction such member is vested with discretion
as to (1) the choice of security to be bought or sold, (2) the total amount of any security to be bought or sold,
or (3) whether any such transaction shall be one of purchase or sale. The member must receive all material
terms of an order, as referenced in (1), (2), and (3), from the member's customer off the Floor, and may not
simply rely on a general understanding of the customer's intentions and thereby create an order or a material
term of an order on the Floor. For example, a member who has purchased stock pursuant to a customer's off-
Floor order may not simply rely on an understanding of the customer's strategy to sell the stock if it becomes
profitable to do so, but must first obtain a new order to sell entered by the customer from off the Floor. See
also Rule 90 and the supplementary material thereto.

(b)   The provisions of paragraph (a) of this Rule shall not apply to any transaction permitted by Rule 93 for
any account in which the member executing such transaction is directly or indirectly interested.

• • •  Supplementary Material: 

.10   The provisions of this rule shall not apply to (i) any order to liquidate a position carried over from a
previous trading session; (ii) any order liquidating any part of a position assumed as part of a strategy relating
to bona fide arbitrage; and (iii) any order liquidating any part of a block position assumed in reliance on the
exemption for block positioners contained in Section 11(a)(1)(A) of the Securities Exchange Act.

.20   Reserved

.30   Reserved

Amended: August 11, 1978; October 26, 1989; June 17, 1991; July 13, 1994; effective September 23, 1994; June 18, 1997; August 1,
1997; February 4, 2004 (NYSE-2002-32); July 12, 2013 (NYSE-2012-57); May 6, 2015 (NYSE-2015-23).
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No member while on the Floor shall initiate the purchase or sale on the Exchange for his own account of for any
account in which he, his member organization, or any member, principal executive, or approved person of such
member organization is directly or indirectly interested, of any stock in which he holds or has granted any put,
call, straddle or other option, or in which he has knowledge that his member organization or any of the above
mentioned accounts holds or has granted any put, call, straddle or other option, except that the provisions of this
rule shall not apply in the case of any such options that are listed or traded on a national securities exchange.
The Exchange may at any time, and from time to time, require reports relating to transactions in options effected
by a member or member organization.

Amended: May 18, 1972; August 9, 1976; August 11, 1978; October 26, 1989; May 31, 1994; April 2, 2012 (NYSE-2012-06); August
26, 2014 (NYSE-2014-44).
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[Rule 97 was removed and reserved on March 7, 2008 by SR-NYSE-2008-03.]

Adopted: June 15, 1972.
Amended: April 3, 1975; effective May 1, 1975; February 10, 1976; effective March 3, 1976; June 25, 1984; September 27, 1985;
October 26, 1989; June 17, 1991; September 4, 1998; September 27, 2002 (NYSE-2001-24); July 6, 2007 (NYSE-2007-61); March 7,
2008 (NYSE-2008-03).
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(a)   Applicability
(1) The provisions of this rule shall apply to all member organizations seeking to operate a DMM unit at

the Exchange and any approved person that may provide services to a DMM unit.

(b)    Definitions

For purposes of this Rule, the following terms shall be defined as provided.

(1) "DMM unit" means a trading unit within a member organization that is approved pursuant to Rule
103 to act as a DMM unit.

(2) "DMM securities" means any securities allocated to the DMM unit pursuant to Rule 103B or other
applicable rules.

(3) "DMM rules" means any rules that govern DMM or DMM unit conduct or trading.
(4) "Floor-based non-public order" any order, whether expressed electronically or verbally, or any

information regarding a reasonably imminent non-public transaction or series of transactions
entered or intended for entry or execution on the Exchange and which is not publicly available on
a real-time basis via an Exchange-provided datafeed, such as NYSE OpenBook® or otherwise
not publicly available. Non-public orders include order information at the opening, re-openings, the
close, and order information in Exchange systems that is not available via NYSE OpenBook®.

(5) "Investment banking department" means any department or division, whether or not specifically
identified as such, that performs any investment banking services on behalf of a member
organization.

(6) "Research department" means any department or division, whether or not specifically identified as
such, that is responsible for preparing the substance of a research report on behalf of a member
organization.

(7) "Related products" means any derivative instrument that is related to a DMM security, including
options, warrants, hybrid securities, single-stock futures, security-based swap agreement, a forward
contract, or any other instrument that is exercisable into or whose price is based upon or derived
from a security traded at the Exchange.

(c)   Operation of a DMM unit.
(1) A member organization will be permitted to operate a DMM unit provided that the member

organization has obtained prior written approval from the Exchange.
(2) A member organization seeking approval to operate a DMM unit pursuant to this rule must maintain

and enforce written policies and procedures reasonably designed, taking into consideration the
nature of such member organization’s business, (i) to prevent the misuse of material, non-public
information by such member organizations or persons associated with such member organization
and (ii) to ensure compliance with applicable federal laws and regulations and with Exchange
rules. For purposes of this Rule, conduct constituting the misuse of material, non-public information
includes, but is not limited to:

(A) Trading in any securities issued by a corporation, or in any related product, while in
possession of material-non-public information concerning the issuer; or

(B) Trading in a security or related product, while in possession of material non-public
information concerning imminent transactions in the security or related product; or

(C) Disclosing to another person or entity any material, non-public information involving a
corporation whose shares are publicly traded or an imminent transaction in an underlying
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security or related product for the purpose of facilitating the possible misuse of such
material, non-public information.

(3) Restrictions on trading for member organizations operating a DMM unit.

(A) A member organization shall protect against the misuse of Floor-based non-public order
information. Only Floor-based employees of the DMM unit and individuals responsible
for the direct supervision of the DMM unit’s Floor-based operations may have access to
Floor-based non-public order information.

(B) While on the Trading Floor of the Exchange, employees of the DMM unit:

(i) may trade DMM securities only on or through the systems and facilities of
the Exchange at the DMM unit’s assigned stock trading post location and as
permitted by Exchange rules.

(ii) may not trade any security that is a related product of its DMM securities.
(iii) except as provided for in Rule 36.30, may not communicate with individuals

or systems responsible for making trading decisions for related products or for
away-market trading in their assigned DMM securities.

(iv) shall not have access to customer information or the DMM unit’s position in
related products.

(C) When a Floor-based employee of a DMM unit moves to a location off of the Trading Floor
of the Exchange or if any person that provides risk management oversight or supervision
of the Floor-based operations of the DMM unit is aware of Floor-based non-public order
information, he or she shall not (1) make such information available to customers, (2)
make such information available to individuals or systems responsible for making trading
decisions in DMM securities in away markets or related products, or (3) use any such
information in connection with making trading decisions in DMM securities in away
markets or related products.

(D) A DMM unit may make available to a Floor broker associated or affiliated with an
approved person or member organization any information that the DMM would be
permitted to provide under Exchange rules to an unaffiliated Floor broker.

(4) Any proprietary interest entered into Exchange systems by the DMM unit in DMM securities must be
identifiable as DMM unit interest, unless such proprietary interest is for the purposes of facilitating
the execution of an order received from a customer (whether the DMM’s own customer or the
customer of another broker-dealer) and is on a riskless principal basis, or on a principal basis to
provide price improvement to the customer (a “customer-driven order”). A DMM unit must use a
unique mnemonic that identifies to the Exchange its customer-driven orders in DMM securities. A
mnemonic used to identify a DMM’s customer-driven orders in DMM securities may not be used for
trading activity at the Exchange in DMM securities that are not customer-driven orders, but may be
used for trading activities in securities not assigned to the DMM.

(5) The member organization must daily provide the Exchange with net position information in DMM
securities by the DMM unit and any independent trading unit of which it is part for such time periods
and in the manner prescribed by the Exchange.

(6) The DMM unit may not operate as a specialist or market maker on the Exchange or the NYSE
American LLC equities or options trading floors in related products, unless specifically permitted in
Exchange rules.

(7) The member organization shall maintain information barriers between the DMM unit and any
investment banking or research departments of the member organization. No DMM or DMM unit
may be directly supervised or controlled by an individual associated with an approved person or the
member organization who is assigned to any investment banking or research departments.
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(d)   The rules, fees or credits applicable to DMM quoting or trading activity will apply only to a DMM unit’s
quoting or trading in its DMM securities for its own account that has been identified as DMM interest.
Customer-driven orders for the account of a DMM unit that have not been identified as DMM interest will not
be subject to DMM rules or be eligible for any fees or credits applicable to DMM quoting or trading activity
and may not be aggregated with interest that has been identified as DMM interest for purposes of any
DMMrelated fees or credits or DMM quoting obligations specified in Rule 104(a).

(e)   Failure to Maintain Confidentiality
(1) In the event that a DMM unit receives from the member organization or approved person non-

public information about a security that is allocated to the DMM unit, that DMM unit shall promptly
communicate that fact to the person responsible for compliance with the securities laws and
regulations within the DMM unit (compliance officer) and shall seek a determination from such
compliance officer as to whether the DMM should cease acting as a DMM in the security involved.

(A) If the compliance officer determines that the DMM should temporarily cease acting as a
DMM in the security:

(i) The DMM shall transfer the responsibility to act as a DMM in such security to
another member who is registered as a DMM and who is not in possession of
the information so received;

(ii) The compliance officer shall immediately notify the Exchange when (1) a
determination is made that another DMM should act as a DMM in such security,
and (2) when the compliance officer determines that the DMM who regularly
handles the security can resume acting as a DMM for that security.

(iii) The compliance officer shall be responsible for determining when it is
appropriate for the DMM to resume acting as DMM in the security involved.

(iv) The compliance officer shall take such actions as may be necessary to ensure
that the transfer of the security to another member who is registered as a DMM
is conducted in a "neutral" manner so that there is no communication of the
information that had been received by the DMM who, as a consequence of
receiving such information, was required to cease acting as a DMM for that
security.

(v) The compliance officer shall maintain a written record of each request from a
DMM for a determination of whether to cease acting as a DMM in a security.
Such record shall include a description of the information received by the DMM,
an indication when and from whom the information was received, when the
compliance officer was consulted on the matter, when the compliance officer
made a determination on the matter, the determination of whether to cease
acting as a DMM in a security, the basis for such determination, the time at
which the DMM resumed acting as a DMM in the security involved, and such
other information as the Exchange may from time to time require.

(f)   Reporting Obligations
(1) The member organization or approved person associated with a DMM unit shall report to the

Exchange, on a monthly "after the fact" basis and on such form and in such specific detail as the
Exchange may prescribe, information regarding material investment banking activities in which it
has been engaged (e.g., underwriting, tender offers, mergers, acquisitions, recapitalizations, etc.),
and material research reports, recommendations, etc., pertaining to any security that has been
allocated to a DMM unit pursuant to Rule 103B.

(2) A DMM unit shall report to the Exchange on a monthly "after the fact" basis and on such form and in
such specific detail as the Exchange may prescribe, information regarding determinations pursuant
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to section (e)(1) of this Rule by a compliance officer that a DMM shall not be required to cease
acting as a DMM in a security.

(3) A DMM unit shall promptly report to the Exchange any failure to maintain the confidentiality of Floor-
based non-public order information, as required by section(c) of this Rule.

(4) In the event a DMM unit, member organization, or approved person becomes aware of any trading
activity that may be a result of a breach of (i) the DMM unit's internal controls or surveillances as
required by section (c) of this Rule, or (ii) the requirement to maintain the confidentiality of Floor-
based non-public order information, as required by section (c) of this Rule, the DMM unit, member
organization, or approved person shall:

(A) Promptly conduct an internal investigation into any such actual or potential breach to
determine whether such breach occurred and if there was a breach, how such breach
occurred;

(B) Promptly take any and all necessary remedial measures to prevent and detect such
breaches from recurring; and

(C) On a quarterly basis, for any ongoing internal investigation required by section (f)(4)(A) of
this Rule, report in writing to the Exchange:

(i) The commencement of the internal investigation;
(ii) The quarterly progress of each open investigation (report by the 15th day of the

month following the quarter); and
(iii) The completion of the investigation, including the methodology and results of the

investigation, remedial actions taken, any internal disciplinary action taken, and
any referral of the matter to the Exchange, another self-regulatory organization,
the Securities and Exchange Commission or another Federal agency.

(g)   Any failure by the DMM unit to maintain confidentiality of Floor-based non-public order information or
any breach of any internal controls established to protect such information, may result in the imposition of
appropriate regulatory sanctions, including a withdrawal of the registration of one or more securities of the
DMM unit or the withdrawal of the approval to operate a DMM unit.

Adopted: August 7, 2008 (NYSE-2008-45).
Amended: October 24, 2008 (NYSE-2008-46); December 10, 2008 (NYSE-2008-127); October 7, 2011 (NYSE-2011-49); July 3, 2014
(NYSE-2014-12); April 26, 2016 (NYSE-2016-16); March 29, 2017 (NYSE-2017-03); August 17, 2017 (NYSE-2017-41); April 12, 2019
(NYSE-2018-34).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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A DMM unit may not be registered in a stock of an issuer, or a partner or subsidiary thereof, if such entity is an
approved person or affiliate of the DMM unit’s member organization.

Adopted: August 7, 2008 (NYSE-2008-45).
Amended: October 24, 2008 (NYSE-2008-46); April 2, 3012 (NYSE-2012-06).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Reserved.

Adopted: April 16, 1964, effective June 1, 1964.
Amended: May 18, 1972; August 9, 1976; August 7, 2008 (NYSE-2008-45); October 24, 2008 (NYSE-2008-46); July 27, 2010
(NYSE-2010-43).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Reserved.

Adopted: April 16, 1964, effective June 1, 1964.
Amended: May 18, 1972; May 20, 1976; August 31, 1976; October 24, 2008 (NYSE-2008-46); January 22, 2009 (NYSE-2008-119);
September 1, 2009 (NYSE-2009-85); July 27, 2010 (NYSE-2010-43).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Reserved.

Amended: May 20, 1976; July 27, 2010 (NYSE-2010-43).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
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Content contained herein.
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(a)(i) No member organization shall act as a DMM unit on the Exchange in any security unless such member
organization is registered as a DMM unit in such security with the Exchange and unless the Exchange has
approved of the member organization so acting as a DMM unit and has not withdrawn such approval.

(b)(i) To register as a DMM unit, a member organization shall file an application in writing in such form as
required by the Exchange. In reviewing an application, the Exchange may consider the member organization's
market making ability, capital available for market making, and such other factors as the Exchange deems
appropriate. After reviewing the application, the Exchange shall either approve or disapprove the applicant
member organization's registration as a DMM unit.

(ii) An existing specialist member organization may continue to operate as a DMM unit without submitting
an application to the Exchange.

(c)(i) Before approval of registration as a DMM, an individual is required to be a member of the Exchange
and pass an examination prescribed by the Exchange, unless such examination is waived by the Exchange.
Applications for this examination should be submitted to the Exchange.

(ii) A member previously qualified as a specialist may act as a DMM without being required to pass an
examination prescribed by the Exchange.

(iii) DMMs are permitted to conduct business for the DMM unit on the Floor of the Exchange, such as
entering orders and quotations for the account of the DMM unit. DMMs may conduct business only on
behalf of the DMM unit with which the DMM is associated.

(d) As a condition of a member organization’s registration as a DMM unit in one or more securities the Exchange
may at any time require such DMM unit to act as an odd-lot dealer in such securities as provided under the rules
of the Exchange.

(e) All DMM units registered at the Exchange will be required to pay such registration fees as are determined
and made known by the Exchange.

(f) Relief DMMs. –

(i) Any member registered as a regular DMM must either (1) be associated with other members also
registered as regular DMMs in the same securities, either through a partnership or a member
corporation or a joint account, and arrange for at least one member of the group to be in attendance
during the hours when the Exchange is open for business, or (2) arrange for the registration by at least
one other member as relief DMM, who would always be available, in the regular DMM’s absence,
to perform the activities of a regular DMM and to service the market, so that there would be no
interruption of the continuity of service during the hours when the Exchange is open for business.

(ii) The same obligations and responsibilities for the maintenance and stabilization of markets which rest
upon regular DMMs, rest also upon relief DMMs.

(iii) A member previously registered as a relief specialist may serve as a relief DMM.

Amended: September 16, 1964, effective January 4, 1965; April 15, 1971; May 3, 1976; December 13, 1978; November 2, 2001
(01-29); October 24, 2008 (NYSE-2008-46); September 27, 2015 (NYSE-2015-27).

• • • Supplementary Material: 

.10   Temporary Reallocation of Securities.—The Chief Regulatory Officer or his or her designee and two
non- DMM Executive Floor Governors or if only one or no non-DMM Executive Floor Governors is present on
the Floor, the most senior non-DMM Floor Governor or Governors based on length of consecutive service as
a Floor Governor at the time of any action covered by this rule, acting by a majority shall have the power to
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reallocate temporarily any security on an emergency basis to another location on the Floor whenever in their
opinion such reallocation would be in the public interest.

The member to whom a security has been temporarily reallocated under the provisions of this Rule will be
registered as the regular DMM therein until the Chief Regulatory Officer or his or her designee and two non-
DMM Executive Floor Governors determine that the security may be returned to the original DMM unit or has
been reallocated pursuant to Exchange rules.

.11   Time Tracking Requirements
 

(A)   Each DMM and DMM unit shall keep and provide the Exchange with records in such format as
required by the Exchange indicating (a) the identity of DMMs and the personnel of the DMM unit available
on the Floor to work with DMMs; (b) the times during which each DMM acts in his or her capacity as DMM
on the Floor; and (c) the times during which personnel available on the Floor act in the capacity of a clerk
to a DMM on the Floor.

(B)   Each DMM and the personnel of the DMM unit available on the Floor to work with the DMM shall
input the required personnel identifying information into the Exchange's IDTrack system at any post
and panel in which each DMM acts in his or her capacity as DMM on the Floor and in which personnel
available on the Floor act in the capacity of a clerk to a DMM on the Floor.

(C)   Each DMM and the personnel of the DMM unit available on the Floor to work with the DMM in the
capacity of a clerk shall sign and certify at the end of each trading day a daily report identifying the times
that the DMM and the clerk logged into the IDTrack system, the registered securities in which the DMM
and the clerk worked on that particular day, and the time that the DMM and the clerk logged out of the
IDTrack system. The signatures of the DMM and the clerk will certify the accuracy of the daily reports, and
the signatures will be provided by the DMM and the clerks in the manner required by the Exchange.

DMM Financial Requirements

.20  

(a)   Definitions

For purposes of this Supplementary Material .20:

(1) the term “Net Liquid Assets” shall mean the sum of:

(A) Excess Net Capital, as defined in paragraph (a)(2) below and as adjusted in paragraph
(b)(6) below, as applicable, and

(B) Liquidity dedicated to the DMM unit, as defined in paragraph (a)(3) below.
(2) the term “Excess Net Capital” shall have the same meaning as the term excess net capital as

computed in accordance with Rule 15c3-1 (“SEC Net Capital Rule”) promulgated under the
Securities Exchange Act of 1934 (the “Exchange Act”).

(3) the term “Liquidity” shall mean undrawn or actual borrowings that are dedicated to the DMM
unit’s business, including:(A) Undrawn committed lines of credit from a bank, as defined in
Exchange Act Section 3(a)(6);

(B) Undrawn committed lines of credit from an affiliate of the DMM unit or from the member
organization of which the DMM unit is a part; and

(C) Actual borrowings after February 27, 2014 that (i) have been used to purchase
DMM unit securities, U.S. Treasury securities, or reverse repurchase agreements
collateralized by U.S. Treasury securities, or (ii) are held as cash.
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(4) the term “Exchange Transaction Dollar Volume” shall mean the most recent Statistical Data,
calculated and provided by the NYSE on a monthly basis.

(b)   Minimum Net Liquid Assets Requirements
(1) Each DMM unit subject to Rule 104 shall at all times maintain or have allocated to it minimum

Net Liquid Assets equal to the greater of (i) $1,000,000 or (ii) $75,000 for every 0.1% of
Exchange Transaction Dollar Volume in each of the DMM unit’s registered securities.

(2) The portion of a DMM unit’s Net Liquid Assets that is derived from Excess Net Capital shall at
all times equal or exceed 40% of a DMM unit’s total Net Liquid Assets requirement. Excess
Net Capital that is allocated to the DMM unit shall be dedicated exclusively to the DMM unit’s
activities and shall not be used by other business units within, or for any other purpose of, the
member organization.

(3) If two or more DMM units are associated with each other and deal for the same joint DMM unit
account, the Net Liquid Assets requirements enumerated in this Supplementary Material .20
shall apply to such DMM units treated as one unit, rather than to each DMM unit individually. Any
joint account involving two or more DMM units must be approved in writing by the Exchange or
its designee.

(4) All Liquidity shall be subject to a written agreement that provides for (A) a commitment period of
not less than 30 calendar days and, once borrowed, an initial repayment term of not less than
30 calendar days; and (B) an unconditional, irrevocable commitment with no material adverse
change or other limiting clauses, other than provisions to accelerate the commitment period to 30
calendar days. Such written agreement shall be made available to the Exchange upon request.

(5) All Liquidity provided via a commitment to a DMM unit from an affiliate, or to a DMM unit from
the member organization of which the DMM unit is a part, must be included in a comprehensive
liquidity plan prepared by the affiliate or the member organization, as the case may be, that
provides for stress testing of the overall Liquidity of all entities that rely on such Liquidity,
including the DMM unit, and the plan must show excess Liquidity for a period of at least 30
calendar days beyond the date that the DMM unit is relying on Liquidity for its Net Liquid Assets
computation. The DMM unit shall arrange for the affiliate(s), or the member organization of which
the DMM unit is a part, to submit liquidity plans to the Exchange or its designee upon request.

(6) In calculating Net Liquid Assets under this rule, a DMM unit that also operates a DMM unit on the
NYSE American LLC (“NYSE American”) is entitled to add back to Excess Net Capital the lesser
of (1) actual haircuts under SEC Net Capital Rule 15c3-1 on its NYSE American DMM dealer
positions, or (2) the NYSE American DMM tentative net capital requirement calculated according
to NYSE American Rule 103.20 – Equities.

(c)   Notification Requirements
(1) A DMM unit shall immediately notify the Exchange, or its designee, when:

(A) The DMM unit’s Net Liquid Assets fall below the minimum requirements established in
this Supplementary Material .20;

(B) The percentage of Net Liquid Assets derived from the DMM unit’s Excess Net Capital
falls below 40% of the total Net Liquid Assets requirement;

(C) Liquidity has a commitment term of less than 30 calendar days from the date of the
DMM unit’s Net Liquid Assets computation;

(D) The DMM unit is not in compliance with one or more terms of its loan or commitment
agreements relating to its DMM activities; or

(E) The repayment date of any actual borrowing is 30 days or less.
(2) If the Exchange or its designee receives a notice under paragraph (c)(1), the Exchange or its

designee may allow a DMM unit to continue to operate as such for a period not to exceed five
business days from the date of such notice in order to permit the DMM unit to resolve such
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condition. If the DMM unit is granted such a period and timely resolves the condition, it may
continue to operate as a DMM unit thereafter.

.21 Relief DMMs.—
(1)   The requirements with respect to a member registered as a full time relief DMM, i.e., one who may be
called upon to act as a relief DMM for an entire business day, shall be, net liquid assets of $150,000.

(2)   There is no requirement with respect to a member acting as a part-time relief DMM, i.e., one who may
be called upon to act as a relief DMM for less than the entire business day, usually for lunch periods, etc.
Dealings effected by a part-time relief DMM while relieving the regular DMM must be made for the account
of the regular DMM whom he or she is relieving.

Amended: September 16, 1964, effective January 4, 1965; April 15, 1971; July 1, 1971; May 3, 1976; December 13, 1978; January
4, 1979; September 20, 2001 (NYSE-2001-29); March 1, 2004 (NYSE-2004-02); August 12, 2005 (NYSE-2005-047); August 16, 2005
(NYSE-2005-21); February 27, 2006, effective March 8, 2006 (NYSE-2005-77); March 30, 2006 (NYSE-2006-12); October 24, 2008
(NYSE-2008-46); July 19, 2011, effective July 19, 2011 (NYSE-2011-35); February 27, 2014 (NYSE-2014-02); September 22, 2015
(NYSE-2015-39); September 28, 2015 (NYSE-2015-27); October 7, 2016 (NYSE-2016-64); August 17, 2017 (NYSE-2017-41).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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(I)   The Exchange shall develop procedures and standards for qualification and performance of members
active on the Floor of the Exchange. All proposed Floor members must complete such educational program
as may be prescribed by the Exchange before they will be permitted to act as a member on the Floor of the
Exchange. All individuals qualified to act as Floor members, whether a primary or substitute trading license
user, must complete such mandatory continuing education program modules as the Exchange may introduce
from time to time. Individuals qualified to act as Floor members who fail to complete an educational module
within 60 days from the date originally scheduled to participate, or within such different number of days as
the Exchange may prescribe in connection with a particular module, will be precluded from entering on the
trading Floor until such time as the member satisfies the requirement to complete the educational module.
The requirement to complete educational modules shall not apply to Executive Floor Governors. A member
required to complete a particular educational module pursuant to this rule may satisfy his or her obligation by
substantially assisting the Exchange in the development of such educational module.

Amended: July 13, 1979; December 21, 1981; February 8, 1983; March 1, 1983; July 1, 1983; December 16, 1988; July 17,
1990, effective October 1, 1990; April 1, 1991; March 24, 1993; May 4, 2000; May 4, 2000 (NYSE-99-44); November 29, 2001
(NYSE-2001-34); February 27, 2006, effective March 8, 2006 (NYSE-2005-77); June 4, 2007 (NYSE-2007-47); November 28, 2007
(NYSE-2007-106); January 22, 2008 (NYSE-2008-02); April 1, 2008 (NYSE-2008-21); June 24, 2008 (NYSE-2008-48); June 26, 2008
(NYSE-2008-51); October 1, 2008 (NYSE-2008-94); October 24, 2008 (NYSE-2008-52); September 28, 2015 (NYSE-2015-27).

Copyright 2019, NYSE Group, Inc. All rights reserved.
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I. ASSIGNMENT OF SECURITIES

Securities are allocated to a qualified DMM unit when: (1) a security is to be initially listed on the
Exchange; and (2) a security previously assigned to a DMM member organization must be re-assigned
pursuant to this Rule or the NYSE Listing Company Manual. UTP Securities will not be allocated to a
DMM unit.

II. ELIGIBILITY FOR ALLOCATION

(A) A DMM unit is eligible to participate in the allocation process of a listed security when the
DMM unit meets the quoting requirements for "Less Active" and "More Active" securities.

(B) For purposes of Section II of NYSE Rule 103B, "Less Active Security" shall mean any listed
security that has a consolidated average daily volume of less than one million shares per
calendar month.

(C) For purposes of Section II of NYSE Rule 103B, a "More Active Security" shall mean any listed
security that has a consolidated average daily volume equal to or greater than one million
shares per calendar month.

(D) For Less Active Securities a DMM unit must maintain a bid and an offer at the National Best
Bid ("NBB") and National Best Offer ("NBO") (collectively herein "NBBO") for an aggregate
average monthly NBBO of 15% or more during a calendar month.

(E) For More Active Securities a DMM unit must maintain a bid and an offer at the NBBO for an
aggregate average monthly NBBO of 10% or more during a calendar month.

(F) A DMM unit will be deemed to have met its quoting requirements for Less Active and More
Active securities for the "Trading Days" in a calendar month pursuant the provisions of
subsection (H) below.

(G) For purposes of Section II of NYSE Rule 103B, "Trading Day" shall mean any day on which
the Exchange is scheduled to be open for business. Days on which the Exchange closes
prior to 4:00 p.m. (Eastern Time) for any reason, which may include any regulatory halt or
trading halt, shall be considered a Trading Day.

(H) The Exchange will determine for each security:

(1) the "Daily NBB Quoting Percentage" by determining the percentage of time a
DMM unit has at least one round lot of displayed interest in an Exchange bid at the
National Best Bid during each Trading Day for a calendar month;

(2) the "Daily NBO Quoting Percentage" by determining the percentage of time a DMM
unit has at least one round lot of displayed interest in an Exchange offer at the
National Best Offer during each Trading Day for a calendar month;

(3) the "Average Daily NBBO Quoting Percentage" for each Trading Day by summing
the "Daily NBB Quoting Percentage" and the "Daily NBO Quoting Percentage" then
dividing such sum by two;

(4) the "Monthly Average NBBO Quoting Percentage" for each security by summing the
security’s "Average Daily NBBO Quoting Percentages" for each Trading Day in a
calendar month then dividing the resulting sum by the total number of Trading Days
in such calendar month; and

(5) for the total Less Active Securities (More Active Securities) assigned to a DMM
unit, the Exchange will determine the "Aggregate Monthly Average NBBO Quoting
Percentage" by summing the Monthly Average NBBO Quoting Percentages for
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each Less Active Security (More Active Security) assigned to a DMM unit, then
dividing such sum by the total number of Less Active Securities (More Active
Securities) assigned to such DMM unit.

(I) A DMM unit’s eligibility to participate in the allocation process is determined at the time the
interview is scheduled by the Exchange.

(J) Failure to Meet Performance Standards

(1) If a DMM unit fails to meet the requirements of NYSE Rule 103B, Section II(D) and
(E) for a one-month period, the Exchange will issue an initial warning letter to the
unit, advising it of its poor performance. The DMM unit shall provide in writing an
explanation and articulation of corrective action.

(2) If the DMM unit fails to meet the requirement of NYSE Rule 103B, Section II(D) and
(E) for a second consecutive month, the DMM unit will be ineligible to participate
in the allocation process for a minimum of two months following the second
consecutive month of its failure to meet its quoting requirement (“Penalty Period”).
The DMM unit must satisfy the quoting requirement for the two consecutive months
of the Penalty Period.

(3) In the event a DMM unit fails to meet its quoting requirements for the two
consecutive months of the Penalty Period, the DMM unit will remain ineligible to
participate in the allocation process until it has met the quoting requirement for a
consecutive two calendar month period.

(4) The Exchange will review each DMM unit’s trading on a monthly basis to determine
whether the DMM unit has satisfied its quoting requirement.

(K) Affiliated entity considerations

The Exchange shall not permit a DMM unit to interview to be the assigned DMM unit or be
allocated a security that is directly related to the performance or credit of any of its affiliated
entities.

III. ALLOCATION

The issuer may select its DMM unit directly or delegate the authority to the Exchange to select its DMM
unit. After the Exchange provides written notice to DMM units that the issuer is listing on the Exchange,
no individual associated with a DMM unit may contact such issuer, or the Exchange Selection Panel if
applicable, until the allocation is made, except as otherwise provided below.

(A) Issuer Selection of DMM Unit by Interview

(1) The issuer must select all DMM units to interview from the pool of DMM units
eligible to participate in the allocation process.

(2) Interview Between the Issuer and DMM Units

(a) DMM units selected for an interview may provide material to the Exchange
which will be given to the issuer prior to the scheduled interview. Such
material may include a corporate overview of the DMM unit and the
trading experience of the designated DMM. DMM units are prohibited from
giving issuers information about other DMM units or any additional market
performance data.

(b) Within five business days after the issuer selects the eligible DMM units
to be interviewed (unless the Exchange has determined to permit a longer
time period in a particular case), the issuer shall meet with representatives
of each of the DMM units. At least one representative of the listing
company must be a senior official of the rank of Corporate Secretary or
above of that company, or a designee of such senior official. In the case
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of the listing of a structured product, a senior officer of the issuer may be
present in lieu of the Corporate Secretary. Representatives of each DMM
unit must participate in the meeting, each of whom must be employees of
the member organization operating a DMM unit, and one of whom must
be the individual DMM who is proposed to trade the company's security.
If the DMM is unavailable to appear in person, a telephone interview with
that DMM is acceptable. Meetings shall normally be held at the Exchange,
unless the Exchange has agreed that they may be held elsewhere.

(c) Teleconference meetings will be permitted at the request of non-U.S.
issuers, or for U.S. issuers in compelling circumstances.

(d) Following its interview, a DMM unit may not have any contact with an
issuer. If an issuer has a follow-up question regarding any DMM unit(s)
it interviewed, it must be conveyed to the Exchange. The Exchange will
contact the DMM unit(s) to which the question pertains and will provide
any available information received from the DMM unit(s) to the listing
company.

(3) Within two business days of the issuer's interviews with the DMM units, the
issuer must select its DMM unit in writing, signed by a senior official of the rank
of Corporate Secretary or higher, or in the case of a structured product listing, a
senior officer of the issuer, duly authorized to so act on behalf of the company. The
Exchange will confirm the allocation of the security to that DMM unit, at which time
the security will be deemed to have been so allocated. An issuer may request an
extension from the Exchange if the issuer is unable to complete its selection within
the specified period.

(B) Exchange Selection of DMM Unit by Delegation

(1) If the issuer delegates authority to the Exchange to select its DMM unit, an
Exchange Selection Panel ("ESP") will be convened to select a DMM unit. The ESP
will consist of three Exchange employees as designated by the Chief Executive
Officer ("CEO") of the Exchange. Such issuer may choose to submit a letter to the
ESP indicating its preference and supporting justification for a particular DMM unit.
The ESP may consider such letter in performing its duty to select a DMM unit for
the issuer.

(2) The Exchange Selection Panel will select the DMM unit and inform the issuer of its
selection. The ESP may also interview one or more individuals associated with a
DMM unit.

(3) The selection of the DMM unit by the ESP will be made by majority vote. The
Exchange will notify the DMM unit and the issuer. The DMM unit will then be
responsible for providing the issuer with the name of the DMM with the requisite
experience and skill it believes is appropriate to trade the issuer's security.

(C) DMM One Year Obligation

The individual DMM who is assigned the proposed security is required to remain the assigned
DMM for one year from the date that the issuer begins trading on the Exchange. The DMM
unit may designate a different individual DMM within the year by notifying the Exchange of the
change in DMM and setting forth the reasons for the change with the consent and approval of
the issuer.

(D) Foreign listing considerations

The special characteristics of foreign issues often require the DMM unit to commit extra
resources in order to be a presence in the foreign market. Therefore, in allocations involving
foreign issues, DMM units must provide information about its commitment to establish
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and maintain relationships with arbitrage houses and foreign brokerage units, and to gain
familiarity with various aspects of trading securities of foreign issuers.

IV. REALLOCATION

(A) Change of DMM Unit upon Request of Issuer

(1) When an issuer has requested and confirmed a change of DMM unit pursuant to
Section 806.01 of the Exchange Listed Company Manual, the security will be put
up for reallocation as soon as practicable, in accordance with the allocation process
set forth in NYSE Rule 103B, Section III.

(2) No negative inference for allocation or regulatory purposes is to be made against
a subject DMM unit in the event that a DMM unit is changed pursuant to Section
806.01 of the Exchange Listed Company Manual. Similarly, the DMM unit shall not
be afforded preferential treatment in subsequent allocations as a result of a change
pursuant to such provision.

V. EGREGIOUS SITUATIONS

(A) In any instance where a DMM unit's performance in a particular market situation was, in the
judgment of the Exchange, so egregiously deficient as to call into question the Exchange's
integrity or impair the Exchange's reputation for maintaining an efficient, fair, and orderly
market, the CEO or his or her designee may immediately initiate a reallocation proceeding
upon written notice to the DMM unit and the issuer specifying the reasons for the initiation of
the proceeding.

(B) Following this decision, if the CEO or his or her designee makes a final determination that
a security should be referred for reallocation, the CEO or his or her designee will, in his or
her expert business judgment, be responsible for reallocating the security to the one of the
remaining DMM units eligible for allocation.

(C) The CEO or his or her designee shall then make a final determination as to which one or
more of the DMM unit's security shall be referred for reallocation. All determinations made
by the CEO or his or her designee shall be communicated in writing to the DMM unit, with a
statement of the reasons for such determinations.

(D) A decision by the Exchange that one or more securities should be reallocated shall be final,
subject to the DMM unit's right to have such decision reviewed by the Exchange's Board of
Directors.

(E) In the event that a DMM unit asserts its right to review, no reallocation may occur until the
Board of Directors completes its review.

VI. POLICY NOTES

(A) Spin-offs, listing of related companies and related securities

(1) If a listing company is a spin-off of or a company related to a listed company or lists a related security, the
listing company may remain with the DMM unit registered in the related security or acting as the assigned
DMM unit to the related listed company or be allocated through the allocation process pursuant to NYSE Rule
103B, Section III. If the spin-off company or company related to a listed company chooses to have its DMM unit
selected by the Exchange pursuant to NYSE Rule 103B, Section III(B), and requests not to be allocated to the
DMM unit that was its listed company’s DMM unit, such request will be honored.

(2) For purposes of NYSE Rule 103B, a "Related Security" is defined as: (i) any security listed on the Exchange
issued by a company whose common equity securities are listed on the Exchange, other than such common
equity securities; and (ii) any security listed on the Exchange by any issuer affiliated with a company whose
common equity securities are listed on the Exchange. Related Securities of either a listed company whose
common equity securities are listed on the Exchange or of an affiliated entity of such listed company include, but
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are not limited to, securities listed under NYSE Listed Company Manual Section 703.19 (except for Repackaged
Securities).

(3) A warrant issued by a listed company and listed on the Exchange is allocated to the DMM unit registered in
the underlying security of the listed company. Upon request by the issuer, the warrant may be allocated through
the allocation process pursuant to NYSE Rule 103B, Section III.

(4) DMM units that are ineligible to receive a new allocation due to their failure to meet the requirements of Rule
103B, Section II(D) and (E) will remain eligible to receive the securities of a spin-off company and of Related
Securities and Repackaged Securities where the DMM unit trades the related common equity security

(5) Rights traded on the Exchange are not subject to the provisions of this Rule and are assigned, when issued,
to the DMM unit by the Exchange.

(6) For purposes of this rule, the Exchange shall allocate Related Securities to the DMM unit registered in
the equity security of the related listed company. Upon request by the listed company or affiliated entity, such
securities may be allocated through the allocation process pursuant to Rule 103B, Section III.

(7) If an issuer or any affiliated issuer does not have an equity security listed on the Exchange but either that
issuer or an affiliated issuer does have a security listed on the Exchange that was approved for original listing
under Section 703.19 of the NYSE Listed Company Manual (except for a Repackaged Security), the Exchange
will automatically assign any security subsequently listed under Section 703.19 (except for a Repackaged
Security) of that issuer or any affiliated issuer to the DMM unit trading the previously listed security. However,
if the issuer affirmatively makes a request, any such subsequently listed security may be referred for allocation
through the formal allocation process pursuant to NYSE Rule 103B, Section III.

(8) For purposes of this rule, "Repackaged Securities" are securities issued by a special purpose entity which
is established for the purpose of issuing those securities and using the proceeds to purchase debt or preferred
equity securities. Repackaged Securities represent an undivided beneficial interest in the debt or preferred equity
securities held by the special purpose entity. Repackaged Securities are allocated through the allocation process
pursuant to NYSE Rule 103B, Section III.

(B) Relistings

Relistings are treated as new listings and will be allocated through the allocation process pursuant to Exchange
Rule 103B, Section III. If the relisting chooses to have its DMM unit selected by the Exchange pursuant to NYSE
Rule 103B, Section III(B), and requests not to be allocated to its former DMM unit, such request will be honored.
DMM units that are ineligible to receive a new allocation due to its failure to meet the requirements of NYSE Rule
103B, Section II(D) and (E) will remain eligible to receive an allocation pursuant to this section.

(C) Common Stock listing after Preferred Stock

When a company applies to list an issue of common stock after having listed a preferred issue, the common
stock is referred for allocation through the allocation process pursuant to NYSE Rule 103B, Section III. DMM
units that are ineligible to receive a new allocation due to its failure to meet the requirements of NYSE Rule
103B, Section II(D) and (E) will remain eligible to receive an allocation pursuant to this section.

(D) Listed Company Mergers

(1) When two NYSE listed companies merge, the merged company may select one of the units trading the
merging companies without the security being referred for reallocation, or it may request that the matter be
referred for allocation through the allocation process pursuant to NYSE Rule 103B, Section III. A DMM unit that
is ineligible to receive a new allocation due to its failure to meet the requirements of NYSE Rule 103B, Section
II(D) and (E) will remain eligible to be selected pursuant to this section in its capacity as the DMM for one of the
two pre-merger companies, but will not be eligible to participate in the allocation process if the post-merger listed
company requests that the matter be referred for allocation through the allocation process pursuant to NYSE
Rule 103B, Section III.
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(2) If the merging company chooses to have its DMM unit selected by the Exchange pursuant to NYSE Rule
103B, Section III(B), the company may not request that the Exchange not allocate the security to one of the
DMM units trading the merging company. DMM units that are ineligible to receive a new allocation due to its
failure to meet the requirements of NYSE Rule 103B, Section II(D) and (E) will remain eligible to receive an
allocation pursuant to this section.

(3) In situations involving the merger of a listed company and an unlisted company, the merged company may
choose to remain registered with the DMM unit that had traded the listed company entity in the merger, or it may
request that the matter be referred for allocation through the allocation process pursuant to NYSE Rule 103B.
A DMM unit that is ineligible to receive a new allocation due to its failure to meet the requirements of NYSE
Rule 103B, Section II(D) and (E) will remain eligible to be selected pursuant to this section in its capacity as the
DMM for the pre-merger listed company, but will not be eligible to participate in the allocation process if the post-
merger listed company requests that the matter be referred for allocation through the allocation process pursuant
to NYSE Rule 103B, Section III.

(4) If the unlisted company chooses to have its DMM unit selected by the Exchange pursuant to NYSE Rule
103B, Section III(B), the company may not request that the Exchange exclude from consideration the DMM unit
that had traded the listed company. DMM units that are ineligible to receive a new allocation due to its failure
to meet the requirements of NYSE Rule 103B, Section II(D) and (E) will remain eligible to receive an allocation
pursuant to this section.

(E) "Target" Stock.

(1) If a tracking ("target") stock(s) is issued by a listed company, the listed company may choose to have its
newly-issued tracking stock(s) stay with the DMM unit registered in the listed company that issued the tracking
stock(s) or be referred for allocation through the allocation process pursuant to NYSE Rule 103B, Section III.
DMM units that are ineligible to receive a new allocation due to its failure to meet the requirements of NYSE Rule
103B, Section II(D) and (E) will remain eligible to receive an allocation pursuant to this section.

(2) If the listed company chooses to have the DMM of the tracking stock(s) selected by the Exchange pursuant to
NYSE Rule 103B, Section III(B), the Exchange shall honor the listed company's request not to have this tracking
stock allocated to the DMM unit that traded the listed company. The DMM unit registered in such security prior
to a separate listing shall remain registered in such security after its separate listing, unless the listing company
requests that the matter be referred for allocation through the allocation process pursuant to NYSE Rule 103B.
In such a case, the Exchange shall honor the company's request not to be allocated to the DMM unit that had
traded the "target" stock. DMM units that are ineligible to receive a new allocation due to its failure to meet the
requirements of NYSE Rule 103B, Section II(D) and (E) will remain eligible to receive an allocation pursuant to
this section.

(F) Allocation of Group of Closed-End Management Investment Companies ("Funds")

(1) Funds listing on the Exchange pursuant to this policy will be subject to the allocation process pursuant to
NYSE Rule 103B, Section III. If the issuer of an initial Fund lists additional funds within nine months from the
date of its initial listing, the issuer may choose to maintain the same DMM unit for those subsequently listed
funds or it may select a different DMM unit from the group of eligible DMM units that the issuer interviewed or
reviewed in the allocation process for its initial fund. The fund may also delegate the selection of its DMM unit to
the Exchange if it so chooses pursuant to NYSE Rule 103B, Section III(B).

If a DMM unit is ineligible from participating in an allocation as set forth in NYSE Rule 103B, Section III, at the
time of a subsequent new Fund listing (within the designated nine-month period), that DMM unit will not be
included for consideration for subsequent listings.

(2) In any case where all the Funds in a group of closed-end management investment companies are being
listed concurrently with a common investment adviser or investment advisers who are "affiliated persons"
pursuant to the alternate criteria in Section 102.04 of the Listed Company Manual (for groups where one or more
Funds do not meet the ordinary requirement for public market value of $60,000,000), the entire group should
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be allocated to one DMM unit, unless there are factors, such as the number of funds in the group, the types of
funds, or the relative values of the funds, which the Exchange believes make allocation to more than one DMM
unit appropriate.

(G) Allocation Freeze Policy

In the event that a DMM unit: (i) loses its registration in a DMM security as a result of proceedings under the Rule
8000 or 9000 Series, as applicable; or (ii) voluntarily withdraws its registration in a DMM security as a result of
possible proceedings under those rules, the unit will be ineligible to apply for future allocations for the six month
period immediately following the reassignment of the security ("Allocation Prohibition").

Following the Allocation Prohibition, a second six month period will begin during which a DMM unit may apply
for new listings, provided that the unit demonstrates to the Exchange relevant efforts taken to resolve the
circumstances that triggered the Allocation Prohibition. The determination as to whether a unit may apply for
new listings will be made by Exchange regulatory staff, in consultation with the Executive Floor Governors. The
factors the staff will consider will vary depending on the unit's particular situation, but may include one or more
steps such as:

supplying additional manpower/experience;
changes in professional staff;
attaining appropriate dealer participation;
enhancing back-office staff; and
implementing more stringent supervision/new procedures.

(H) Allocation Sunset Policy

Allocation decisions shall remain effective with respect to any initial public offering listing company which lists on
the Exchange within eighteen months of such decision. In situations in which the selected DMM unit merges or
is involved in a combination or the individual DMM who is proposed to trade the company's security is no longer
with the selected DMM unit within the eighteen-month period, the company may choose whether to stay with the
selected DMM unit, or be referred to allocation. If an individual DMM chosen to trade the company's security is
no longer with the selected DMM unit, the issuer may interview a replacement DMM from that DMM unit prior to
deciding whether to stay with the selected DMM unit or be referred to allocation. If a listing company does not list
within eighteen months, the matter will be referred for allocation through the allocation process pursuant to NYSE
Rule 103B, Section III.

(I) Criteria for applicants that are not currently DMMs

(A) Since an entity seeking to enter the DMM business does not have a history directly comparable to that of
existing units, the Exchange considers the following criteria with respect to applicants that are not currently
DMMs.

1. Individuals proposed as DMMs must have successfully completed the Exchange's DMM examination.
2. The proposed unit must demonstrate that it understands the DMM business, including the needs of

brokers, their organizations, and their customers.
3. The proposed unit must demonstrate an ability and willingness to trade as necessary to maintain fair

and orderly markets with depth and liquidity, and facilitate the execution of orders.

a) The proposed unit should indicate the extent of its capital commitment to specializing over
and above the minimum capital requirements.

b) The proposed unit must have sufficient DMM and clerical support dedicated to maintaining
and servicing the market in a specialty stock.

c) If the proposed DMM unit or any of its participants is presently a DMM or market maker on
any exchange, performance during the prior 12 months, as evidenced by available data
maintained by such exchange which evaluates the quality of performance of the unit or
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its participants as a DMM or market maker on such exchange, will be considered by the
Exchange.

(4) Other factors that will be considered by the Exchange include any action taken or warning issued within the
past 12 months by any regulatory or self regulatory organization against the unit or any of its participants with
respect to any capital or operational problem, or any regulatory or disciplinary matter.

VII. PROCEDURES

(A) Blanket applications

All DMM units shall be deemed to have filed with the Exchange a blanket application pursuant to which the
applicant agrees to accept the allocation of any security.

(B) Announcement

Written notice of the name and post location of the assigned DMM unit are made known to the members of the
Exchange and in instances where a company has delegated to the Exchange the selection of its DMM unit to the
issuer of the security allocated.

(C) Registration of DMMs

Each member associated with the DMM unit to which any security is allocated who acts as a regular DMM in
such security shall be registered as a DMM in such security pursuant to Rule 103.

VIII. PROVISIONS FOR ALLOCATION OF LISTING COMPANIES TRANSFERRING FROM NYSE ARCA, INC.

("NYSE ARCA SM") TO THE NYSE

(A) If a listing company transferring from NYSE Arca SM to the NYSE was assigned a NYSE Arca Lead Market
Maker unit ("LMM firm"), which is also a registered DMM unit on the NYSE, then the listing company may waive
the allocation process described above and select as its registered DMM unit the same unit that was previously
assigned as the NYSE Arca SM LMM unit. Alternatively, the listing company can choose to follow the regular
allocation process and refer the matter for allocation through the allocation process pursuant to NYSE Rule
103B, Section III.

(B) If the listing company chooses to have its DMM unit selected by the Exchange pursuant to NYSE Rule 103B,
Section III(B), and requests not to be allocated to the DMM unit that was its NYSE Arca SM LMM firm such
request will be honored.

IX. PROVISIONS FOR ALLOCATION OF LISTING COMPANIES TRANSFERRING FROM NYSE American
LLC ( "NYSE American") TO THE NYSE

(A) If a listing company transferring from NYSE American to the NYSE was assigned a NYSE American DMM
unit, which is also a registered DMM unit on the NYSE, then the listing company may waive the allocation
process as described above and select as its registered DMM unit the same unit that was previously assigned
as the NYSE American DMM unit. Alternatively, the listing company may choose to follow the regular allocation
process and refer the matter for allocation through the allocation process pursuant to NYSE Rule 103B, Section
III.

(B) If the listing company chooses to have its DMM unit selected by the Exchange pursuant to NYSE Rule 103B,
Section III(B), and requests not to be allocated to the DMM unit that was its NYSE American DMM unit, such
request will be honored.

Adopted: March 14, 1990.
Amended: October 1, 2002 effective August 10, 2002 (NYSE-2002-31); April 9, 2002 effective May 8, 2002 (NYSE-2002-07); July 3,
2002 (NYSE-2001-45); May 4, 2004 (NYSE-2004-21); March 1, 2004 (NYSE-2004-02); July 29, 2004 (NYSE-2004-34); December 4,
2004 (NYSE-2004-04); May 6, 2005 (NYSE-2005-23); February 27, 2006, effective March 8, 2006 (NYSE-2005-77); February 14, 2007
(NYSE-2006-120); April 17, 2007 (NYSE-2007-39); June 4, 2007 (NYSE-2007-47); September 12, 2007 (NYSE-2007-42); January
22, 2008 (NYSE-2008-02); April 1, 2008 (NYSE-2008-21); June 26, 2008 (NYSE-2008-51); August 7, 2008 (NYSE-2008-45); October
1, 2008 (NYSE-2008-94); October 24, 2008 (NYSE-2008-52); January 12, 2009 (NYSE-2008-143); May 7, 2009 (NYSE-2009-43);
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August 4, 2009 (NYSE-2009-74); August 31, 2009 (NYSE-2009-91); September 30, 2009 (NYSE-2009-99); April 21, 2011
(NYSE-2011-09); December 23, 2011 (NYSE-2011-64); September 7, 2012 (NYSE-2012-40); June 11, 2013 (NYSE-2013-39); July 1,
2013 (NYSE-2013-02); September 28, 2015 (NYSE-2015-27); February 28, 2017 (NYSE-2017-06); August 17, 2017 (NYSE-2017-41);
March 26, 2018 (NYSE-2017-36).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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[Rescinded by NYSE-2004-04 on December 7, 2004.]

Adopted: August 23, 1995.
Amended: March 1, 2004 (NYSE-2004-02).
Rescinded: December 7, 2004 (NYSE-2004-04).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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(a)   DMMs registered in one or more securities traded on the Exchange must engage in a course of
dealings for their own account to assist in the maintenance of a fair and orderly market insofar as reasonably
practicable. The responsibilities and duties of a DMM specifically include, but are not limited to, the following:

(1) Assist the Exchange by providing liquidity as needed to provide a reasonable quotation and by
maintaining a continuous two-sided quote with a displayed size of at least one round lot.

(A) With respect to maintaining a continuous two-sided quote with reasonable size, DMM units
must maintain a bid or an offer at the National Best Bid and National Best Offer (“inside”)
at least 15% of the trading day for securities in which the DMM unit is registered with a
consolidated average daily volume of less than one million shares, and at least 10% for
securities in which the DMM unit is registered with a consolidated average daily volume
equal to or greater than one million shares. Time at the inside is calculated as the average
of the percentage of time the DMM unit has a bid or offer at the inside. In calculating
whether a DMM is meeting the 15% and 10% measure, credit will be given for executions
for the liquidity provided by the DMM. Reserve or other hidden orders entered by the DMM
will not be included in the inside quote calculations.

(B) Pricing Obligations. For NMS stocks (as defined in Rule 600 under Regulation NMS) a
DMM shall adhere to the pricing obligations established by this Rule during the trading
day; provided, however, that such pricing obligations (i) shall not commence during any
trading day until after the first regular way transaction on the primary listing market in the
security, as reported by the responsible single plan processor, and (ii) shall be suspended
during a trading halt, suspension, or pause, and shall not re-commence until after the first
regular way transaction on the primary listing market in the security following such halt,
suspension, or pause, as reported by the responsible single plan processor.

(i) Bid and Offer Quotations. At the time of entry of the DMM’s bid (offer) interest,
the price of the bid (offer) interest shall be not more than the Designated
Percentage away from the then current National Best Bid (Offer), or if no
National Best Bid (Offer), not more than the Designated Percentage away from
the last reported sale from the responsible single plan processor. In the event
that the National Best Bid (Offer) (or if no National Best Bid (Offer), the last
reported sale) increases (decreases) to a level that would cause the bid (offer)
interest to be more than the Defined Limit away from the National Best Bid
(Offer) (or if no National Best Bid (Offer), the last reported sale), or if the bid
(offer) is executed or cancelled, the DMM shall enter new bid (offer) interest at
a price not more than the Designated Percentage away from the then current
National Best Bid (Offer) (or if no National Best Bid (Offer), the last reported
sale), or identify to the Exchange current resting interest that satisfies the DMM’s
obligation according paragraph (1)(A), above.

(ii) The National Best Bid and Offer shall be determined by the Exchange in
accordance with its procedures for determining protected quotations under Rule
600 under Regulation NMS.

(iii) For purposes of this Rule, the "Designated Percentage" shall be 8% for Tier 1
NMS Stocks under the Limit Up-Limit Down Plan (“Tier 1 NMS Stocks”), 28% for
Tier 2 NMS Stocks under the Limit Up – Limit Down Plan (“Tier 2 NMS Stocks”)
with a price equal to or greater than $1.00, and 30% for Tier 2 NMS Stocks
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with a price lower than $1.00, except that between 9:30 a.m. and 9:45 a.m. and
between 3:35 p.m. and the close of trading, when Rule 80C is not in effect, the
Designated Percentage shall be 20% for Tier 1 NMS Stocks, 28% for Tier 2
NMS Stocks with a price equal to or greater than $1.00, and 30% for Tier 2 NMS
Stocks with a price lower than $1.00. For purposes of this paragraph, rights and
warrants will be considered Tier 2 NMS Stocks.

(iv) For purposes of this Rule, the "Defined Limit" shall be 9.5% for Tier 1 NMS
Stocks, 29.5% for Tier 2 NMS Stocks with a price equal to or greater than
$1.00, and 31.5% for Tier 2 NMS Stocks with a price lower than $1.00, except
that between 9:30 a.m. and 9:45 a.m. and between 3:35 p.m. and the close of
trading, when Rule 80C is not in effect, the Defined Limit shall be 21.5% for Tier
1 NMS Stocks, 29.5% for Tier 2 NMS Stocks with a price equal to or greater
than $1.00, and 31.5% for Tier 2 NMS Stocks with a price lower than $1.00. For
purposes of this paragraph, rights and warrants will be considered Tier 2 NMS
Stocks.

Nothing in this Rule shall preclude a DMM from quoting at price levels that are closer to the National
Best Bid and Offer than the levels required by this Rule.

(2) Facilitate openings and reopenings, including the Midday Auction, for each of the securities in
which the DMM is registered as required under Exchange rules. This may include supplying liquidity
as needed. (See Rule 123D for additional responsibilities of DMMs with respect to openings and
Rule 13 with respect to Reserve Order interest procedures at the opening.) DMM and DMM unit
algorithms will have access to aggregate order information in order to comply with this requirement.
(See Supplementary Material .05 of this 104 with respect to odd-lot order information to the DMM
unit algorithm.) When facilitating the opening on the first day of trading of a security that is listed
under Footnote (E) to Section 102.01B of Listed Company Manual and that has not had recent
sustained history of trading in a Private Placement Market prior to listing, the DMM will consult with
a financial advisor to the issuer of such security in order to effect a fair and orderly opening of such
security.

(3) Facilitate the close of trading for each of the securities in which the DMM is registered as required
by Exchange rules. This may include supplying liquidity as needed. (See Rule 123C for additional
responsibilities of DMMs with respect to closes and Rule 13 with respect to Reserve Order interest
procedures at the close.) DMM and DMM unit algorithms will have access to aggregate order
information in order to comply with this requirement.

(b)   DMM Unit Algorithms
(1) DMM units shall have the ability to employ algorithms for quoting and trading consistent with NYSE

and SEC regulations.
(2) Exchange systems shall enforce the proper sequencing of incoming orders and algorithmically-

generated messages and will prevent incoming DMM interest from trading with resting DMM
interest. If the incoming DMM interest would trade with resting DMM interest only, the incoming
DMM interest will be cancelled. If the incoming DMM interest would trade with interest other than
DMM interest, the resting DMM interest will be cancelled.

(3) Except as provided for in paragraphs (a)(2) and (a)(3) of this Rule, the DMM unit’s system
employing algorithms will have access to information with respect to orders entered on the
Exchange, Floor Broker agency interest files or reserve interest, to the extent such information
is made publicly available. DMM unit algorithms will receive the same information with respect
to orders entered on the Exchange, Floor Broker agency interest files or reserve interest as is
disseminated to the public by the Exchange and shall receive such information no sooner than it is
available to other market participants.
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(4) The DMM unit’s algorithm may place within Exchange systems trading interest to be known
as a “Capital Commitment Schedule”. (See Rule 1000 concerning the operation of the Capital
Commitment Schedule.)

(5) All DMM unit trades via an algorithm must comply with all SEC and Exchange rules, policies and
procedures governing DMM unit trading

(6) DMM units may not enter the following orders and modifiers: Market Orders, MOO Orders, CO
Orders, MOC Orders, LOC Orders, or Buy Minus Zero Plus Instructions.

(c)   A DMM unit may maintain reserve interest consistent with Exchange rules governing Reserve Orders.
Such reserve interest is eligible for execution in manual transactions.

(d)   A DMM unit may provide algorithmically-generated price improvement to all or part of an incoming
order that can be executed at or within the Exchange BBO through the use of Capital Commitment Schedule
interest (see Rule 1000). Any orders eligible for execution in Exchange systems at the price of the DMM unit’s
interest will trade on parity with such interest, as will any displayed interest representing a d-Quote enabling
such interest to trade at the same price as the DMM unit’s interest.

(e)   DMM units shall provide contra side liquidity as needed for the execution of odd-lot quantities that are
eligible to be executed as part of the opening, re-opening and closing transactions but remain unpaired after
the DMM has paired all other eligible round lot sized interest.

(f)   Functions of DMMs
(1) Any member who expects to act as a DMM in any listed stock must be registered as a DMM. See

Rule 103 for registration requirements for DMMs.
(2) The function of a member acting as a DMM on the Floor of the Exchange includes the maintenance,

in so far as reasonably practicable, of a fair and orderly market on the Exchange in the stocks in
which he or she is so acting. The maintenance of a fair and orderly market implies the maintenance
of price continuity with reasonable depth, to the extent possible consistent with the ability of
participants to use reserve orders, and the minimizing of the effects of temporary disparity
between supply and demand. In connection with the maintenance of a fair and orderly market, it is
commonly desirable that a member acting as DMM engage to a reasonable degree under existing
circumstances in dealings for the DMM’s own account when lack of price continuity, lack of depth,
or disparity between supply and demand exists or is reasonably to be anticipated.

(3) The Exchange will supply DMMs with suggested Depth Guidelines for each security in which
a DMM is registered. The administration of the Depth Guidelines will be contained in notices
periodically issued to all DMMs. In connection with a DMM’s responsibility to maintain a fair and
orderly market, DMMs will be expected to quote and trade with reference to the Depth Guidelines
where necessary.

(4) DMMs are designated as market maker on the Exchange for all purposes under the Securities
Exchange Act of 1934 and the rules and regulations thereunder.

(g)   Transactions by DMMs
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(1) Transactions on the Exchange by a DMM for the DMM’s account are to be effected in a reasonable
and orderly manner in relation to the condition of the general market and the market in the particular
stock.

(A) An “Aggressing Transaction” is a DMM unit transaction that:

(i) is a purchase (sale) that reaches across the market to trade as the contra-side to
the Exchange published offer (bid); and

(ii) is priced above (below) the last differently-priced trade on the Exchange and
above (below) the last differently-priced published offer (bid) on the Exchange.

(B) Prohibited Transactions. Aggressing Transactions during the last ten minutes prior to the
scheduled close of trading that would result in a new high (low) price for a security on the
Exchange for the day at the time of the DMM's transaction are prohibited, unless such
transaction would match another market's better bid or offer price, bring the price of that
security into parity with an underlying or related security or asset, or would liquidate or
decrease the position of the DMM unit.

(2) Re-Entry Obligations. The DMM unit's obligation to maintain a fair and orderly market may require
re-entry on the opposite side of the market after effecting one or more transactions. Such re-entry
should be commensurate with the size of the transaction(s) and the immediate and anticipated
needs of the market, provided that:

(A) Following an Aggressing Transaction, the DMM unit must re-enter the opposite side of
the market at or before the applicable Price Participation Point (“PPP”) for that security
commensurate with the size of the Aggressing Transaction.

(B) Following an Aggressing Transaction that (1) is 10,000 shares or more or has a market
value of $200,000 or more and (2) exceeds 50% of the published offer (bid) size, the DMM
unit must immediately re-enter the opposite side of the market at or before the applicable
PPP for that security commensurate with the size of the Aggressing Transaction.

(3) PPP Guidelines.

(A) The Exchange will periodically issue PPP Guidelines that identify the price at or before
which a DMM unit is expected to re-enter the market following an Aggressing Transaction.
PPPs are only minimum guidelines and compliance with them does not guarantee that a
DMM unit is meeting its obligations.

(B) Notwithstanding that a security may not have reached the PPP, the DMM unit may be
required to re-enter the market immediately after an Aggressing Transaction based on the
price and/or volume of the DMM unit’s trading in reference to the market in the security
at the time of such trading. In such situations, DMM units may or may not rely on the fact
and circumstance that there may have been one or more independent trades following the
DMM unit’s trading to justify a failure to re-enter the market.

(h)   Trading Floor Functions of DMMs
 

(i)   A DMM may perform the following Trading Floor functions:
 

(A)   maintain order among Floor brokers manually trading at the DMM’s assigned panel;

(B)   bring Floor brokers together to facilitate trading, which may include the DMM as a buyer or seller;

(C)   assist a Floor broker with respect to an order by providing information regarding the status of a
Floor broker’s orders, helping to resolve errors or questioned trades, adjusting errors, and cancelling or
inputting Floor broker agency interest on behalf of a Floor broker; and
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(D)   research the status of orders or questioned trades on his or her own initiative or at the request of
the Exchange or a Floor broker when a Floor broker’s handheld device is not operational, when there
is activity indicating that a potentially erroneous order was entered or a potentially erroneous trade was
executed, or when there otherwise is an indication that improper activity may be occurring.

(ii)   The Exchange may make systems available to a DMM at the post that display the following
information about securities in which the DMM is registered: (A) aggregated buying and selling interest;
(B) the price and size of any individual order or Floor broker agency interest file and the entering and
clearing firm information for such order, except that the display shall exclude any order or portion thereof
that a market participant has elected not to display to a DMM; and (C) post-trade information. A DMM may
not use any information provided by Exchange systems pursuant to this subparagraph (ii) in a manner that
would violate Exchange rules or federal securities laws or regulations.

(iii)   The DMM may provide market information that is available to the DMM at the post as described in
subparagraph (h)(ii) to: (A) respond to an inquiry from a Floor broker in the normal course of business; or
(B) visitors to the Trading Floor for the purpose of demonstrating methods of trading; provided, however,
that a Floor broker may not submit an inquiry pursuant to this subparagraph (h)(iii) by electronic means
and the DMM may not use electronic means to transmit market information to a Floor broker in response
to a Floor broker’s inquiry pursuant to this subparagraph (h)(iii).

(i)   Temporary DMMs. In the event of an emergency, such as the absence of the DMM, or when the volume
of business in the particular stock or stocks is so great that it cannot be handled by the DMMs without
assistance, a Floor Governor may authorize a member of the Exchange who is not registered as a DMM in
such stock or stocks, to act as temporary DMM for that day only.

A member who acts as a temporary DMM by such authority is required to file with the Exchange, at the end
of the day a report showing (a) the name of the stock or stocks in which he so acted, (b) the name of the
regular DMM, (c) the time of day when he so acted, and (d) the name of the Floor Governor who authorized
the arrangement. The necessary forms may be obtained at the Information Desk.

The Floor Governor will not give such authority for the purpose of permitting a member not registered as
DMM habitually to relieve another DMM at lunch periods, etc.

If a temporary DMM substitutes for a DMM, and if no DMM is present, the temporary DMM is expected to
assume the obligations and responsibilities of DMMs for the maintenance of the market.

Adopted: October 24, 2008 (NYSE-2008-46).
Amended: November 17, 2008 (NYSE-2008-115); January 22, 2009 (NYSE-2008-119); August 26, 2009 (NYSE-2009-86);
August 31, 2009 (NYSE-2009-91); September 1, 2009 (NYSE-2009-85); October 1, 2009 (NYSE-2009-100); November 19,
2009 (NYSE-2009-113); March 17, 2010 (NYSE-2010-25); July 27, 2010 (NYSE-2010-43); September 1, 2010 (NYSE-2010-61);
November 5, 2010 (NYSE-2010-69); December 29, 2010 (NYSE-2010-85); February 11, 2011 (NYSE-2011-03); June 28, 2011
(NYSE-2011-29); June 23, 2011 (NYSE-2011-21); December 2, 2011 (NYSE-2011-58); December 23, 2011 (NYSE-2011-65); July
25, 2012 (NYSE-2012-26); January 2, 2013 (NYSE-2012-75); February 7, 2013 (NYSE-2013-12); June 20, 2013 (NYSE-2013-43);
December 23, 2013 (NYSE-2013-21); December 16, 2013 (NYSE-2013-79); January 17, 2014 (NYSE-2014-01); July 16, 2014
(NYSE-2014-33); December 23, 2014 (NYSE-2014-71); January 15, 2015 (NYSE-2015-01); May 22, 2015 (NYSE-2015-06);
July 13, 2015 (NYSE-2015-15); July 31, 2015 (NYSE-2015-26); September 28, 2015 (NYSE-2015-27); December 15, 2015
(NYSE-2015-60); August 25, 2016 (NYSE-2016-59); October 16, 2017 (NYSE-2017-51); February 2, 2018 (NYSE-2017-30); April 12,
2019 (NYSE-2018-34).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, Rule 104A., New
York Stock Exchange, DMMs—General

Click to open document in a browser

• • • Supplementary Material: 

.50   Equity Trading Reports.—Every DMM unit (including relief DMMs) must keep a record of purchases
and sales initiated on the Floor in stocks in which he or she is registered, for an account in which he or she
has an interest. DMM units must also maintain records of purchases and sales in the Exchange's off-hours
trading sessions. Such record must show the sequence in which each transaction actually took place, the
time thereof, and whether such transaction was at the same price or in what respect it was at a different price
in relation to the immediately preceding transaction in the same stock. The price designations for transactions
made in another market center are to be determined from the immediately preceding transaction price on the
Exchange. DMM units and relief DMMs are required to report such transactions in such automated format
and with such frequency as may be prescribed by the Exchange.

Paragraph 104.12 sets forth circumstances under which DMMs who maintain investment accounts in
registered securities are required to submit an equity trading data report.

Options and single stock futures trading data reports.—Every DMM unit (including relief DMMs) must
keep a record of all options and single stock futures purchases and sales to hedge its registered securities
positions as permitted by Rule 105 and must report such transactions in such automated format and with
such frequency as may be prescribed by the Exchange.

Foreign securities reports—Every DMM unit (including relief DMMs) must keep a record of all purchases
and sales of foreign securities (as defined in Rule 36.30) for an account in which he or she has as interest.
DMM units and relief DMMs are required to report such transactions in such automated format and with such
frequency as may be prescribed by the Exchange.

Amended: December 11, 1975; effective March 12, 1976; August 11, 1978; April 2, 1979; June 17, 1991; April 15, 1994; August 8,
2003 (NYSE-2002-63); October 24, 2008 (NYSE-2008-46); May 6, 2015 (NYSE-2015-23).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, Rule 104B., New
York Stock Exchange, DMM Commissions
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No DMM or DMM unit may charge a commission for the execution of a trade in any of his or her registered
securities, including Investment Company Units pursuant to Exchange Rule 1100, Trust Issued Receipts
pursuant to Exchange Rule 1200, and streetTRACKS® Gold Shares pursuant to Exchange Rule 1300, Currency
Trust Shares pursuant to Exchange Rule 1300A, Commodity Trust Shares pursuant to Exchange Rule 1300B or
any security governed by Exchange Rule series 1100, 1200, 1300, 1300A or 1300B.

Adopted: November 30, 2006 (NYSE-2006-105).
Amended: October 24, 2008 (NYSE-2008-46).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, Rule 105., New York
Stock Exchange, DMMs' Interest in Pools

Click to open document in a browser

(a)   No DMM unit or officer or employee thereof shall be directly or indirectly interested in a pool dealing or
trading in a stock in which such DMM unit is registered as a DMM.

Amended:
July 20, 1961; May 18, 1972; August 9, 1976; February 4, 1985; February 4, 1987; April 15, 1991; May 24, 1991; August 7, 2000; April
11, 2001 (NYSE-00-62); August 30, 2000 effective August 28, 2000 (NYSE-00-22); July 30, 2001 (NYSE-01-08); February 15, 2002
(NYSE-01-43); July 29, 2002 (NYSE-02-12); April 9, 2002 effective May 8, 2002 (NYSE-02-07); August 8, 2003 (NYSE-02-63); August
7, 2008 (NYSE-2008-45); October 24, 2008 (NYSE-2008-46); July 3, 2014 (NYSE-2014-12).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, Rule 106A., New York Stock
Exchange, Taking Book or Order of Another Member
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When a member temporarily takes the book of a DMM or an order from another member, he or she shall, while
he or she is in possession of that book or order and for the remainder of the day, stand in the same relationship
to the book or order as the DMM or other member.

Amended: October 24, 2008 (NYSE-2008-46).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, Rule 107., New York Stock
Exchange, Specialist's Transactions off the Exchange
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Rescinded March 31, 1976.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, Rule 107B., New York
Stock Exchange, Supplemental Liquidity Providers

Click to open document in a browser

(a) For purposes of this Rule, a Supplemental Liquidity Provider ("SLP") is a member organization that
electronically enters proprietary orders or quotes from off the Floor of the Exchange into the systems and
facilities of the Exchange and is obligated to maintain a bid or an offer at the National Best Bid ("NBB") or the
National Best Offer ("NBO") in each assigned security in round lots averaging at least 10% of the trading day
(see Section (g) below) and for all assigned SLP securities, adds liquidity of an average daily volume (“ADV”) of
more than a specified percentage of consolidated average daily volume (“CADV”) in all NYSE-traded securities,
as set forth in the Exchange’s Price List, on a monthly basis. An SLP can be either a proprietary trading unit of a
member organization (“SLP-Prop”) or a registered market maker at the Exchange (“SLMM”).

(b) Financial Rebates for Executed Transactions. When an SLP posts liquidity on the Exchange and such
liquidity is executed against an inbound order, the SLP will receive a financial rebate for that executed
transaction in an amount that will be published in the Exchange’s Price List (see the NYSE Price List
on the NYSE website), subject to the non-regulatory penalty provision described in subsection (k) of
this Rule ("Non-Regulatory Penalties").

(1) The SLP will receive credit towards the financial rebate for executions of displayed and
non-displayed liquidity (e.g., reserve and dark orders) posted in round lots in its assigned
securities only.

(c) Qualifications of an SLP-Prop. To qualify as an SLP-Prop, a member organization must have:

(1) adequate technology to support electronic trading through the systems and facilities of the
Exchange;

(2) mnemonics that identify to the Exchange SLP-Prop trading activity in assigned SLP
securities. A member organization may not use such mnemonics for trading activity at the
Exchange in assigned SLP securities that is not SLP-Prop trading activity or in securities
in which a DMM unit is registered, but may use the same mnemonics for trading activity
in securities not assigned to an SLP. If a member organization does not identify to the
Exchange the mnemonic to be used for SLP-Prop trading activity, the member organization
will not receive credit for such SLP trading;

(3) adequate trading infrastructure to support SLP trading activity, which includes support staff
to maintain operational efficiencies in the SLP program and adequate administrative staff to
manage the member organization’s SLP program;

(4) quoting and volume performance that demonstrates an ability to meet the 10% average
quoting requirement in each assigned security and the ADV requirement of more than a
specified percentage of CADV in all NYSE-listed securities for all assigned SLP securities on
a monthly basis;

(5) a disciplinary history that is consistent with just and equitable business practices; and
(6) the business unit of the member organization acting as an SLP-Prop must have in place

adequate information barriers between the SLP-Prop unit and the member organization’s
customer, research and investment banking business.

(d) Qualifications of an SLMM. A member organization may register as an SLMM in one or more securities
traded on the Exchange in order to assist in the maintenance of a fair and orderly market insofar as
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reasonably practicable. To qualify as an SLMM, a member organization must meet the requirements of
Rule 107B(c)(1), and (3) – (5) and if approved as an SLMM, must:

(1) maintain continuous, two-sided trading interest in those securities in which the SLMM is
registered to trade as an SLP (“Two-Sided Obligation”).

(A) Two-Sided Obligation. For each security in which a member organization is
registered as an SLMM, the SLMM must be willing to buy and sell such security
for its own account on a continuous basis during the trading day and must enter
and maintain two-sided trading interest that is identified to the Exchange as the
interest meeting the Two-Sided Obligation and is displayed in Display Book at all
times. Interest eligible to be considered as part of an SLMM’s Two-Sided Obligation
must have a displayed size of at least one round lot; provided, however, that an
SLMM may augment its Two-Sided Obligation size to display limit orders priced at
the same price as the Two-Sided Obligation. After an execution against its Two-
Sided Obligation, an SLMM must ensure that additional trading interest exists in the
Display Book to satisfy its Two-Sided Obligation either by immediately entering new
interest to comply with this obligation to maintain continuous two-sided quotations or
by identifying existing interest on Display Book that will satisfy this obligation.

(B) Pricing Obligations. For NMS stocks (as defined in Rule 600 under Regulation
NMS) an SLMM shall adhere to the pricing obligations established by paragraph
(d)(1)(A) of this Rule during the trading day; provided, however, that such pricing
obligations (i) shall not commence during any trading day until after the first regular
way transaction on the primary listing market in the security, as reported by the
responsible single plan processor, and (ii) shall be suspended during a trading
halt, suspension, or pause, and shall not re-commence until after the first regular
way transaction on the primary listing market in the security following such halt,
suspension, or pause, as reported by the responsible single plan processor.

(i) Bid and Offer Quotations. At the time of entry of the SLMM’s bid (offer)
interest, the price of the bid (offer) interest shall be not more than the
Designated Percentage away from the then current NBB (NBO), or if no
NBB (NBO), not more than the Designated Percentage away from the
last reported sale from the responsible single plan processor. In the event
that the NBB (NBO) (or if no NBB (NBO), the last reported sale) increases
(decreases) to a level that would cause the bid (offer) interest to be more
than the Defined Limit away from the NBB (NBO) (or if no NBB (NBO), the
last reported sale), or if the bid (offer) is executed or cancelled, the SLMM
shall enter new bid (offer) interest at a price not more than the Designated
Percentage away from the then current NBB (NBO) (or if no NBB (NBO),
the last reported sale), or identify to the Exchange current resting interest
that satisfies the SLMM’s obligation according to paragraph (d)(1)(A),
above.

(ii) The NBB and NBO shall be determined by the Exchange in accordance
with its procedures for determining protected quotations under Rule 600
under Regulation NMS.

(iii) For purposes of this Rule, the "Designated Percentage" shall be 8% for
Tier 1 NMS Stocks under the Limit Up-Limit Down Plan (“Tier 1 NMS
Stocks”), 28% for Tier 2 NMS Stocks under the Limit Up – Limit Down
Plan (“Tier 2 NMS Stocks”) with a price equal to or greater than $1.00,
and 30% for Tier 2 NMS Stocks with a price lower than $1.00, except
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that between 9:30 a.m. and 9:45 a.m. and between 3:35 p.m. and the
close of trading, the Designated Percentage shall be 20% for Tier 1 NMS
Stocks, 28% for Tier 2 NMS Stocks with a price equal to or greater than
$1.00, and 30% for Tier 2 NMS Stocks with a price lower than $1.00. For
purposes of this paragraph, rights and warrants will be considered Tier 2
NMS Stocks.

(iv) For purposes of this Rule, the "Defined Limit" shall be 9.5% for Tier 1
NMS Stocks, 29.5% for Tier 2 NMS Stocks with a price equal to or greater
than $1.00, and 31.5% for Tier 2 NMS Stocks with a price lower than
$1.00, except that between 9:30 a.m. and 9:45 a.m. and between 3:35
p.m. and the close of trading, the Defined Limit shall be 21.5% for Tier
1 NMS Stocks, 29.5% for Tier 2 NMS Stocks with a price equal to or
greater than $1.00, and 31.5% for Tier 2 NMS Stocks with a price lower
than $1.00. For purposes of this paragraph, rights and warrants will be
considered Tier 2 NMS Stocks.

Nothing in this Rule shall preclude an SLMM from quoting at price levels
that are closer to the NBB and NBO than the levels required by this Rule.

(2) maintain minimum net capital in accordance with the provisions of Rule 15c3-1 under the
Securities Exchange Act of 1934.

(3) maintain unique mnemonics specifically dedicated to SLMM activity in order to comply with
paragraph (d)(1)(A) of this Rule. Such mnemonics may not be used for trading in securities
other than SLP Securities assigned to the SLMM.

(e) Application Process.

(1) For purposes of this Rule, an "SLP Liaison Committee" shall consist of NYSE employees of
the Operations Division and the U.S. Markets Division. The Head of the U.S. Markets Division
or a designee shall designate the members of the SLP Liaison Committee. Among other
responsibilities described in this Rule, the SLP Liaison Committee will determine whether an
applicant is qualified to become an SLP.

(2) To become an SLP, a member organization must submit an SLP application form with all
supporting documentation to the SLP Liaison Committee. The processing of SLP applications
will be suspended when the SLP quota has been reached as provided in Section (h)(2) of this
Rule.

(3) The SLP Liaison Committee will determine whether an applicant is qualified to become an
SLP based on the qualifications described above in Section (c) or (d) of this Rule.

(4) After an applicant submits an SLP application to the SLP Liaison Committee, with supporting
documentation, the SLP Liaison Committee shall notify the applicant member organization of
its decision.

(5) If an applicant is approved by the SLP Liaison Committee to receive SLP status, such
applicant must establish connectivity with relevant Exchange systems before such applicant
will be permitted to trade as an SLP on the Exchange.

(6) In the event an applicant is disapproved or disqualified (see Section (k)(2) below) by the
SLP Liaison Committee, such applicant may request an appeal of such disapproval or
disqualification by the SLP Panel as provided in Section (l)(“Appeal of Non-Regulatory
Penalties”) of this Rule, and/or reapply for SLP status three (3) months after the month in
which the applicant received disapproval or disqualification notice from the Exchange.

(f) Voluntary Withdrawal of SLP Status.

(1) An SLP may withdraw from such status by giving notice to the SLP Liaison Committee,
the NYSE Operations Division, and FINRA. Such withdrawal shall become effective when
those securities assigned to the withdrawing SLP are reassigned to another SLP. After
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the SLP Liaison Committee, the NYSE Operations Division, and FINRA receive the notice
of withdrawal from the withdrawing SLP, the SLP Liaison Committee will reassign such
securities as soon as practicable but no later than 30 days of the date said notice is received
by the SLP Liaison Committee, the NYSE Operations Division, and FINRA. In the event the
reassignment of securities takes longer than the 30-day period, the withdrawing SLP will
have no obligations under this Rule 107B and will not be held responsible for any matters
concerning its previously assigned SLP securities upon termination this 30-day period.

(2) An SLMM may withdraw its registration in a security by giving written notice to the SLP
Liaison Committee and FINRA. The Exchange may require a certain minimum notice period
for withdrawal, and may place such other conditions on withdrawal and re-registration
following withdrawal, as it deems appropriate in the interests of maintaining fair and orderly
markets. An SLMM that fails to give advanced written notice of termination to the Exchange
may be subject to formal disciplinary action.

(g) Calculation of Quoting Requirement:

(1) The SLP’s 10% quoting requirement is calculated by determining the average percentage
of time the SLP is at the NBB or the NBO in each assigned security during the regular hours
of the Exchange on a daily and monthly basis. For purposes of this Rule, the SLP Liaison
Committee will determine whether an SLP has met its quoting requirement by calculating the
following:

(A) the "Daily NBB Quoting Percentage", is calculated by determining the percentage
of time an SLP has at least one round lot of displayed interest in each assigned
security in an Exchange bid at the National Best Bid during each trading day for a
calendar month;

(B) the "Daily NBO Quoting Percentage," is calculated by determining the percentage
of time an SLP has at least one round lot of displayed interest in each assigned
security in an Exchange offer at the National Best Offer during each trading day for
a calendar month;

(C) the "Average Daily NBBO Quoting Percentage", is calculated for each trading day
by summing the “Daily NBB Quoting Percentage” and the “Daily NBO Quoting
Percentage” in each assigned security then dividing such sum by two; and

(D) the "Monthly Average NBBO Quoting Percentage", is calculated for each assigned
security by summing the security’s “Average Daily NBBO Quoting Percentages” for
each Trading Day in a calendar month then dividing the resulting sum by the total
number of Trading Days in such calendar month.

(i) For purposes of calculating whether an SLP is in compliance with its 10%
quoting requirement, the SLP must post displayed liquidity in round lots in
its assigned securities at the NBB or the NBO.

(ii) An SLP may post non-displayed liquidity; however, such liquidity will not
be counted as credit towards the 10% quoting requirement.

(iii) Buy Minus Zero Plus orders will not be counted as credit towards the 10%
quoting requirement.

(2) The SLP shall not be subject to any minimum or maximum quoting size requirement in
assigned securities apart from the requirement that an order be for at least one round lot.
The quoting requirement will be measured by utilizing the mnemonics that the member
organization has identified for SLP trading activity.

(h) Calculation of Monthly Volume Requirement:

(1) The SLP’s monthly volume requirement of an ADV of more than the specified percentage of
CADV in all NYSE-listed securities is calculated by aggregating all liquidity an SLP provides
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in all of its assigned SLP securities each month, calculating the ADV by dividing the total
aggregated provide volume by the number of trading days in the applicable month, and then
dividing the ADV figure by CADV in all NYSE-listed securities during the month.

(2) Days that the Exchange ends its regular trading hours early (i.e., earlier than 4:00 p.m.) will
not be included in the calculations of ADV for the applicable month in determining if an SLP
has met its monthly volume requirement.

(3) The quoting and volume requirements will not be in effect in the first calendar month a
member organization operates as an SLP. Therefore, the quoting and volume requirements
will take effect on the first day of the second consecutive calendar month the member
organization operates as an SLP.

(4) SLP orders will be in the "Book Participant" category for purposes of parity pursuant to Rule
72 under the New Market Model.

(i) Assignment of Securities.

(1) The SLP Liaison Committee in its discretion, will assign to the SLP, a group of securities
consisting of NYSE-listed securities for SLP trading purposes. The SLP Liaison Committee
shall determine the number of NYSE-listed securities within the group of securities assigned
to each SLP.

(2) The SLP Liaison Committee, in its discretion, will assign one (1) or more SLPs to each
security, depending upon the trading activity of the security.

(A) A DMM unit shall not also act as an SLP in the same securities in which it is
registered as a DMM.

(B) An SLP-Prop shall not also act as an SLMM in the same securities in which it
is registered as an SLP-Prop and vice versa, provided, however, if a member
organization maintains information barriers between an SLP-Prop unit and an
SLMM unit, the SLP-Prop and SLMM units may be assigned the same securities.

(j) Entry of Orders. SLPs may only enter orders electronically from off the Floor of the Exchange and
may only enter such orders directly into Exchange systems and facilities designated for this purpose.
SLMM quotes and orders may be for the account of the SLMM in either a proprietary capacity or a
principal capacity on behalf of an affiliated or unaffiliated person. SLP-Prop orders must only be for the
proprietary account of the SLP-Prop member organization.

(k) Non-Regulatory Penalties.

(1) If an SLP fails to meet the 10% quoting requirement, the following non-regulatory penalties
may be imposed by the Exchange:

(A) If, in any given calendar month, an SLP meets the ADV requirement of more than
the specified percentage of CADV in all NYSE-listed securities in all assigned SLP
securities and an SLP maintains a quote at the NBB or NBO averaging at least 10%
of the trading day in any assigned security, such SLP will receive a financial rebate
for that calendar month for all executed transactions as described in Section (b)
("Financial Rebates for Executed Transactions") of this Rule.

(B) If, in any calendar month, an SLP maintains a quote at the NBB or the NBO
averaging less than 10% of the regular trading day in an assigned security, the
SLP will not receive a financial rebate for that month for executed transactions in
that particular assigned security as described in Section (b) ("Financial Rebates for
Executed Transactions") of this Rule; and

(C) If an SLP fails to meet the 10% quoting requirement for three (3) consecutive
calendar months in any assigned security, the SLP will be at risk of losing its SLP
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status, and the SLP Liaison Committee may, in its discretion, take the following
non-regulatory actions:

(i) revoke the assignment of the affected security(ies) from the SLP; and
(ii) each time the SLP Liaison Committee revokes the assignment of an

affected security for non-compliance with the 10% quoting requirement,
as described in Section (k)(1)(C)(i) above, the SLP Liaison Committee
reserves the right to revoke the assignment of an additional unaffected
security from an SLP when there is a failure to comply with such quoting
requirements; or

(iii) disqualify a member organization’s status as an SLP.
(2) Disqualification Determinations. The SLP Liaison Committee shall determine if and when a

member organization is disqualified from its status as an SLP. One calendar month prior to
any such determination, the SLP Liaison Committee will notify the SLP of such impending
disqualification in writing. If the SLP fails to meet the 10% average quoting requirement
(for a third consecutive month) in a particular security, the SLP may be disqualified from
SLP status. When disqualification determinations are made, the SLP Liaison Committee
will provide a disqualification notice to the member organization informing such member
organization that it has been disqualified as an SLP.

(3) Re-application for SLP Status: In the event a member organization is disapproved pursuant
to Section (e)(6) or disqualified from its status as an SLP pursuant to Section (k)(1)(C)
(iii), such member organization may re-apply for SLP status in accordance with Section
(e) (“Application Process”) of this Rule. Such application process shall occur at last three
(3) calendar months following the month in which such member organization received its
disapproval or disqualification notice.

(l) Appeal of Non-Regulatory Penalties

(1) In the event a member organization disputes the SLP Liaison Committee’s decision to impose
any non-regulatory penalties described above in Section (j) (Non-Regulatory Penalties) of this
Rule, such member organization ("appellant") may request, within five (5) business days of
receiving notice of the decision to impose such non-regulatory penalties, the Supplemental
Liquidity Provider Panel ("SLP Panel") to review all such decisions to determine if such
decisions were correct.

(A) In the event a member organization is disqualified from its status as an SLP
pursuant to Section (k)(1)(C)(iii) of this Rule, the SLP Liaison Committee shall not
reassign the appellant’s assigned securities to a different SLP until the SLP Panel
has informed the appellant of its ruling.

(2) The SLP Panel shall consist of the NYSE's Chief Regulatory Officer ("CRO"), or a designee
of the CRO, and two (2) officers of the Exchange designated by the Head of the U.S. Markets
Division.

(3) The SLP Panel shall review the facts and render a decision within the time frame prescribed
by the Exchange.

(4) The SLP Panel may overturn or modify an action taken by the SLP Liaison Committee under
this Rule. All determinations by the SLP Panel shall constitute final action by the Exchange
on the matter at issue.

Adopted: October 29, 2008 (NYSE-2008-108).
Amended: October 1, 2009 (NYSE-2009-100); November 30, 2009 (NYSE-2009-119); April 5, 2010 (NYSE-2010-28); August 30,
2010 (NYSE-2010-60); September 1, 2010 (NYSE-2010-62); December 29, 2010 (NYSE-2010-86); June 28, 2011 (NYSE-2011-30);
December 23, 2011 (NYSE-2011-66); June 7, 2012 (NYSE-2012-10); July 25, 2012 (NYSE-2012-27); August 30, 2012
(NYSE-2012-38); January 2, 2013 (NYSE-2012-76); June 21, 2013 (NYSE-2013-44); January 21, 2014 (NYSE-2014-03); July 16, 2014

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

364

http://researchhelp.cch.com/License_Agreement.htm


(NYSE-2014-34); December 24, 2014 (NYSE-2014-72); July 31, 2015 (NYSE-2015-26); August 25, 2016 (NYSE-2016-59); October 16,
2017 (NYSE-2017-51); March 26, 2018 (NYSE-2017-36).
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NYSE Guide, Regulation, Rule 107C., New
York Stock Exchange, Retail Liquidity Program

Click to open document in a browser

This Rule is not applicable to trading UTP Securities on the Pillar trading platform.

(a) Definitions.

(1) Retail Liquidity Provider. A “Retail Liquidity Provider” or “RLP” is a member organization that is
approved by the Exchange under this Rule to act as such and that is required to submit Retail Price
Improvement in accordance with this Rule.

(2) Retail Member Organization. A “Retail Member Organization” or “RMO” is a member organization (or a
division thereof) that has been approved by the Exchange under this Rule to submit Retail Orders.

(3) Retail Order. A “Retail Order” is an agency order or a riskless principal order that meets the criteria of
FINRA Rule 5320.03 that originates from a natural person and is submitted to the Exchange by a Retail
Member Organization, provided that no change is made to the terms of the order with respect to price
or side of market and the order does not originate from a trading algorithm or any other computerized
methodology.

A Retail Order is an Immediate or Cancel Order and shall operate in accordance with Rule 107C(k). A
Retail Order may be an odd lot, round lot, or PRL.

(4) Retail Price Improvement Order. A “Retail Price Improvement Order” or “RPI” consists of non-displayed
interest in NYSE-listed securities that is priced better than the best protected bid (“PBB”) or best
protected offer (“PBO”), as such terms are defined in Regulation NMS Rule 600(b)(57), by at least
$0.001 and that is identified as such. Exchange systems will monitor whether RPI buy or sell interest,
adjusted by any offset and subject to the ceiling or floor price, is eligible to interact with incoming Retail
Orders. An RPI remains non-displayed in its entirety (the buy or sell interest, the offset, and the ceiling
or floor). For securities to which it is assigned, an RLP shall only enter an RPI in their RLP capacity.
An RLP is permitted, but not required, to submit RPIs for securities to which it is not assigned, and will
be treated as a non-RLP member organization for those particular securities. Additionally, member
organizations other than RLPs are permitted, but not required, to submit RPIs. An RPI may be an odd
lot, round lot, or PRL.

(b) Retail Member Organization Qualifications and Application.

(1) To qualify as a Retail Member Organization, a member organization must conduct a retail business
or route retail orders on behalf of another broker-dealer. For purposes of this Rule, conducting a retail
business includes carrying retail customer accounts on a fully disclosed basis

(2) To become a Retail Member Organization, a member organization must submit:

(A) an application form;
(B) supporting documentation, which may include sample marketing literature, Web site

screenshots, other publicly disclosed materials describing the member organization’s retail
order flow, and any other documentation and information requested by the Exchange in order
to confirm that the applicant’s order flow would meet the requirements of the Retail Order
definition; and

(C) an attestation, in a form prescribed by the Exchange, that substantially all orders submitted
as Retail Orders will qualify as such under this Rule.

(3) After an applicant submits the application form, supporting documentation, and attestation, the
Exchange shall notify the applicant of its decision in writing.
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(4) A disapproved applicant may: (A) request an appeal of such disapproval by the Exchange as provided
in paragraph (i) below; and/or (B) reapply for Retail Member Organization status 90 days after the
disapproval notice is issued by the Exchange.

(5) A Retail Member Organization may voluntarily withdraw from such status at any time by giving written
notice to the Exchange.

(6) A Retail Member Organization must have written policies and procedures reasonably designed to
assure that it will only designate orders as Retail Orders if all requirements of a Retail Order are
met. Such written policies and procedures must require the member organization to (i) exercise due
diligence before entering a Retail Order to assure that entry as a Retail Order is in compliance with
the requirements of this Rule, and (ii) monitor whether orders entered as Retail Orders meet the
applicable requirements. If a Retail Member Organization does not itself conduct a retail business but
routes Retail Orders on behalf of another broker-dealer, the Retail Member Organization’s supervisory
procedures must be reasonably designed to assure that the orders it receives from such other broker-
dealer that are designated as Retail Orders meet the definition of a Retail Order. The Retail Member
Organization must (i) obtain an annual written representation, in a form acceptable to the Exchange,
from each other broker-dealer that sends the Retail Member Organization orders to be designated as
Retail Orders that entry of such orders as Retail Orders will be in compliance with the requirements of
this Rule; and (ii) monitor whether Retail Order flow routed on behalf of such other broker-dealer meets
the applicable requirements.

(c) RLP Qualifications. To qualify as an RLP, a member organization must:

(1) be approved to act as a Designated Market Maker or Supplemental Liquidity Provider;
(2) demonstrate an ability to meet the requirements of an RLP;
(3) have mnemonics or the ability to accommodate other Exchange-supplied designations that identify to

the Exchange RLP trading activity in assigned RLP securities. A member organization may not use
such mnemonic or designation for non-RLP trading activity at the Exchange. A member organization
shall not receive credit for its RLP trading activity for which it does not use its mnemonic or designation;
and

(4) have adequate trading infrastructure and technology to support electronic trading.

(d) RLP Application.

(1) To become an RLP, a member organization must submit an RLP application form with all supporting
documentation to the Exchange.

(2) After an applicant submits an RLP application form with supporting documentation to the Exchange,
the Exchange shall notify the applicant of its decision. The Exchange may approve one or more
member organizations to act as an RLP for a particular security. The Exchange may also approve
a particular member organization to act as RLP for one or more securities. Approved RLPs may be
assigned securities according to requests made to, and approved by, the Exchange.

(3) If an applicant is approved by the Exchange to receive RLP status, such applicant must establish
connectivity with relevant Exchange systems before such applicant is permitted to trade as an RLP on
the Exchange.

(4) If an applicant is disapproved under this paragraph (d) by the Exchange, the Exchange shall provide
written notice of its disapproval. The disapproved applicant may: (A) request an appeal of such
disapproval by the Exchange as provided in paragraph (i) below; and/or (B) reapply for RLP status 90
days after the disapproval notice is issued by the Exchange.

(e) Voluntary Withdrawal of RLP Status. An RLP may withdraw from its status as an RLP by giving notice to
the Exchange. Such withdrawal shall become effective when those securities assigned to the withdrawing RLP
are reassigned to another RLP. After the Exchange receives the notice of withdrawal from the withdrawing RLP,
the Exchange shall reassign such securities as soon as practicable, but no later than 30 days after the date said
notice is received by the Exchange. In the event the reassignment of securities takes longer than the 30-day
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period, the withdrawing RLP shall have no obligations under this Rule 107C and shall not be held responsible for
any matters concerning its previously assigned RLP securities upon termination of this 30-day period.

(f) RLP Requirements.

(1) An RLP may only enter a Retail Price Improvement Order electronically and directly into Exchange
systems and facilities designated for this purpose and only in an RLP capacity for the securities to
which it is assigned as RLP. An RLP entering RPIs in securities to which it is not assigned is not
required to satisfy the requirements in this paragraph. An RLP must maintain:

(A) a Retail Price Improvement Order that is better than the PBB at least five percent of the
trading day for each assigned security; and

(B) a Retail Price Improvement Order that is better than the PBO at least five percent of the
trading day for each assigned security.

(2) An RLP’s five-percent requirements are calculated by determining the average percentage of time
an RLP maintains a Retail Price Improvement Order in each of its RLP securities during the regular
trading day on a daily and monthly basis. The Exchange shall determine whether an RLP has met this
requirement by calculating the following:

(A) the "Daily Bid Percentage" is calculated by determining the percentage of time an RLP
maintains a Retail Price Improvement Order with respect to the PBB during each trading day
for a calendar month;

(B) the "Daily Offer Percentage" is calculated by determining the percentage of time an RLP
maintains a Retail Price Improvement Order with respect to the PBO during each trading day
for a calendar month;

(C) the "Monthly Average Bid Percentage" is calculated for each RLP security by summing the
security’s “Daily Bid Percentages” for each trading day in a calendar month then dividing the
resulting sum by the total number of trading days in such calendar month; and

(D) the "Monthly Average Offer Percentage" is calculated for each RLP security by summing the
security’s "Daily Offer Percentage" for each trading day in a calendar month and then dividing
the resulting sum by the total number of trading days in such calendar month.

(E) Only Retail Price Improvement Orders entered throughout the trading day shall be used when
calculating whether an RLP is in compliance with its five-percent requirements.

(3) The five-percent requirement shall not be applicable in the first two calendar months a member
organization operates as an RLP. The requirement shall take effect on the first day of the third
consecutive calendar month the member organization operates as an RLP.

(g) Failure of RLP to Meet Requirements.

(1) If, after the first two months an RLP acts as an RLP, an RLP fails to meet any of the requirements
set forth in paragraph (f) of this Rule for any assigned RLP security for three consecutive months, the
Exchange may, in its discretion, take one or more of the following actions:

(A) revoke the assignment of any or all of the affected securities from the RLP;
(B) revoke the assignment of unaffected securities from the RLP; or
(C) disqualify the member organization from its status as an RLP.

(2) Disqualification Determinations. The Exchange shall determine if and when a member organization
is disqualified from its status as an RLP. One calendar month prior to any such determination, the
Exchange shall notify an RLP of such impending disqualification in writing. When disqualification
determinations are made, the Exchange shall provide a written disqualification notice to the member
organization.

(3) Appeal and/or Reapplication for RLP Status. An RLP that is disqualified under this paragraph (g) may:
(A) appeal such disqualification as provided in paragraph (i) below; and/or (B) reapply for RLP status
90 days after the disqualification notice is issued by the Exchange.
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(h) Failure of RMO to Abide by Retail Order Requirements.

(1) If a Retail Member Organization designates orders submitted to the Exchange as Retail Orders and the
Exchange determines, in its sole discretion, that such orders fail to meet any of the requirements set
forth in paragraph (a) of this Rule, the Exchange may disqualify a member organization from its status
as a Retail Member Organization.

(2) Disqualification Determinations. The Exchange shall determine if and when a member organization is
disqualified from its status as a Retail Member Organization. When disqualification determinations are
made, the Exchange shall provide a written disqualification notice to the member organization.

(3) Appeal and/or Reapplication for Retail Member Organization Status. A Retail Member Organization
that is disqualified under this paragraph (h) may: (A) appeal such disqualification as provided in
paragraph (i) below; and/or (B) reapply for Retail Member Organization status 90 days after the date of
the disqualification notice from the Exchange.

(i) Appeal of Disapproval or Disqualification.

(1) If a member organization disputes the Exchange’s decision to disapprove it under Rule 107C(b) or (d)
or disqualify it under Rule 107C(g) or (h), the member organization (“appellant”) may request, within
five business days after notice of the decision is issued by the Exchange, that the Retail Liquidity
Program Panel (“RLP Panel”) review the decision to determine if it was correct.

(A) In the event a member organization is disqualified from its status as an RLP pursuant to
paragraph (g) of this Rule, the Exchange shall not reassign the appellant’s securities to a
different RLP until the RLP Panel has informed the appellant of its ruling.

(2) The RLP Panel shall consist of the NYSE’s Chief Regulatory Officer ("CRO"), or a designee of
the CRO, and two officers of the Exchange designated by the Co-Head of U.S. Listings and Cash
Execution.

(3) The RLP Panel shall review the facts and render a decision within the time frame prescribed by the
Exchange.

(4) The RLP Panel may overturn or modify an action taken by the Exchange under this Rule. A
determination by the RLP Panel shall constitute final action by the Exchange.

(j) Retail Liquidity Identifier.  An identifier shall be disseminated through proprietary data feeds or as
appropriate though the Consolidation Quotation System when RPI interest priced at least $0.001 better than the
PBB or PBO for a particular security is available in Exchange systems (“Retail Liquidity Identifier”). The Retail
Liquidity Identifier shall reflect the symbol for the particular security and the side (buy or sell) of the RPI interest,
but shall not include the price or size of the RPI interest.

(k) Retail Order Designation. A Retail Member Organization can designate how a Retail Order will interact with
available contra-side interest as follows:

(1) Type 1. A Type 1-designated Retail Order will interact only with available contra-side Retail Price
Improvement Orders and MPL Orders but will not interact with other available contra-side interest
in Exchange systems or route to other markets. The portion of a Type 1-designated Retail Order
that does not execute against contra-side Retail Price Improvement Orders will be immediately and
automatically cancelled.

(2) Type 2. A Type 2-designated Retail Order will interact first with available contra-side Retail Price
Improvement Orders and MPL Orders and any remaining portion of the Retail Order will be executed
as a Regulation NMS-compliant Immediate or Cancel Order pursuant to Rule 13.

(3) Type 3. A Type 3-designated Retail Order will interact first with available contra-side Retail Price
Improvement Orders and MPL Orders and any remaining portion of the Retail Order will be executed
as an NYSE Immediate or Cancel Order pursuant to Rule 13.

(l) Priority and Order Allocation.
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Retail Price Improvement Orders in the same security shall be ranked and allocated according to price then
time of entry into Exchange systems. When determining the price to execute a Retail Order, Exchange systems
consider all eligible RPIs and MPL Orders. If the only interest is RPIs, then the executions shall occur at the
price level that completes the incoming order's execution. If the only interest is MPL Orders, the Retail Order
shall execute at the midpoint of the PBBO. If both RPIs and MPL Orders are present, Exchange systems will
evaluate at what price level the incoming Retail Order may be executed in full (“clean-up price”). If the clean-up
price is equal to the midpoint of the PBBO, RPIs will receive priority over MPL Orders, and the Retail Order will
execute against both RPIs and MPL Orders at the midpoint. If the clean-up price is worse than the midpoint of
the PBBO, the Retail Order will execute first with the MPL Orders at the midpoint of the PBBO and any remaining
quantity of the Retail Order will execute with the RPIs at the clean-up price. If the clean-up price is better than the
midpoint of the PBBO, then the Retail Order will execute against the RPIs at the clean-up price and will ignore
the MPL Orders. Any remaining unexecuted RPI interest and MPL Orders will remain available to interact with
other incoming Retail Orders. Any remaining unexecuted portion of the Retail Order will cancel or execute in
accordance with Rule 107C(k).

Examples of priority and order allocation are as follows:

Example 1:

PBBO for security ABC is $10.00 – $10.05

RLP 1 enters a Retail Price Improvement Order to buy ABC at $10.01 for 500

RLP 2 then enters a Retail Price Improvement Order to buy ABC at $10.02 for 500

RLP 3 then enters a Retail Price Improvement Order to buy ABC at $10.03 for 500

An incoming Retail Order to sell ABC for 1,000 executes first against RLP 3’s bid for 500, because it is the best
priced bid, then against RLP 2’s bid for 500, because it is the next best priced bid. RLP 1 is not filled because the
entire size of the Retail Order to sell 1,000 is depleted. The Retail Order executes at the price that completes the
order’s execution. In this example, the entire 1,000 Retail Order to sell executes at $10.02 because it results in a
complete fill.

However, assume the same facts above, except that RLP 2’s Retail Price Improvement Order to buy ABC at
$10.02 is for 100. The incoming Retail Order to sell 1,000 executes first against RLP 3’s bid for 500, because it is
the best priced bid, then against RLP 2’s bid for 100, because it is the next best priced bid. RLP 1 then receives
an execution for 400 of its bid for 500, at which point the entire size of the Retail Order to sell 1,000 is depleted.
The Retail Order executes at the price that completes the order’s execution, which is $10.01.

Example 2:

PBBO for security DEF is $10.00 – 10.01

RLP 1 enters a Retail Price Improvement Order to buy DEF at $10.006 for 500

RLP 2 enters a Retail Price Improvement Order to buy DEF at $10.005 for 500

MPL 1 enters an MPL Order to buy DEF at $10.01 for 1000

RLP 3 enters a Retail Price Improvement Order to buy DEF at $10.002 for 1000

An incoming Retail Order to sell DEF for 2,500 arrives. The clean-up price is $10.002. Because the midpoint
of the PBBO is priced better than the clean-up price, the Retail Order executes with MPL 1 for 1000 shares at
$10.005. The Retail Order then executes at $10.002 against RLP 1’s bid for 500, because it is the best-priced
bid, then against RLP 2’s bid for 500 because it is the next best-priced bid and then RLP 3 receives an execution
for 500 of its bid for 1000, at which point the entire size of the Retail Order to sell 2,500 is depleted.

Assume the same facts above. An incoming Retail Order to sell DEF for 1,000 arrives. The clean-up price is
$10.005. Because the clean-up price is equal to the midpoint of the PBBO, RPIs will receive priority over MPL
Orders. As a result, the Retail Order executes first against RLP 1’s bid for 500, because it is the best-priced bid,
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then against RLP 2’s bid for 500 because it is the next best-priced bid, at which point the entire size of the Retail
Order to sell 1,000 is depleted.

The Program is limited to trades occurring at prices equal to or greater than $1.00 per share.

Adopted: July 3, 2012 (NYSE-2011-55).
Amended: January 23, 2013 (NYSE-2013-04); March 11, 2013 (NYSE-2013-20); May 3, 2013 (NYSE-2013-08); Aug. 2, 2013
(NYSE-2013-48); January 16, 2014 (NYSE-2013-71); July 16, 2014 (NYSE-2014-35); March 6, 2015 (NYSE-2015-10); September 28,
2015 (NYSE-2015-41); Dec. 3, 2015 (NYSE-2015-59); March 23, 2016 (NYSE-2016-25); August 17, 2016 (NYSE-2016-54); December
7, 2016 (NYSE-2016-82); June 1, 2017 (NYSE-2017-26); December 7, 2017 (NYSE-2017-64); March 26, 2018 (NYSE-2017-36); June
28, 2018 (NYSE-2018-29); December 10, 2018 (NYSE-2018-59); February 15, 2019 (NYSE-2018-28).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, Rule 108., New York Stock
Exchange, Limitation on Members' Bids and Offers

Click to open document in a browser

This Rule is not applicable to trading UTP Securities on the Pillar trading platform.

(a) On parity No bid or offer made by a member or made on an order for stock originated by a member while
on the Floor to establish or increase a position in such stock for an account in which such member has an
interest shall be entitled to parity with a bid or offer made on an order originated off the Floor, except that such
a bid or offer shall be entitled to parity with a bid or offer made on an order originated off the Floor and being
executed pursuant to Section 11(a)(1)(G) of the Act and Rule 11a1-1(T) thereunder. The foregoing shall not
apply to DMMs.

(b) Exceptions The provisions of paragraph (a) shall not apply to bids or offers made:
 

(1)   to offset a transaction made in error; or

(2)   for bona fide arbitrage.

(See 90(c) "Dealings by Members in the Exchange" and Rule 112.10 for "Interpretations and Instructions".)

• • • Supplementary Material: 

.10   Combining own bids or offers with orders.—When members combine bids or offers for own account with
orders in their possession for the purpose of initiating or increasing a position and purchase or sell stock they
must, if the amount bought or sold is in excess of their orders, ask other members in the Crowd at the time
who made bids or offers at the price of the transaction, if they have public orders. If such be the case, the
member who bought or sold the stock must turn over to the other members on their public orders the amount
in excess of his orders before retaining the remainder for his own account. This does not apply when the
member is covering a short position or liquidating a long position for his own account.

Amended: May 20, 1976; February 1, 1979; December 14, 2005 (NYSE-2005-87); March 22, 2006 (NYSE-2004-05); October 24, 2008
(NYSE-2008-46); July 27, 2010 (NYSE-2010-43); March 26, 2018 (NYSE-2017-36).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, Rule 109., New York Stock Exchange, Reserved

Click to open document in a browser

Rescinded June 2, 1983.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, Rule 111., New
York Stock Exchange, Reports of Executions

Click to open document in a browser

This Rule is not applicable to trading UTP Securities on the Pillar trading platform.

Reports by Non-Competitive Traders.

Form 82-B-Report filed monthly. Any transactions initiated on the Floor by a member for any account in which he
has an interest:

(1) for bona fide arbitrage; (2) when a Floor Official expressly invites a member or members to participate in a
difficult market situation; or (3) when such transactions are effected in a security which is the subject of rights in
which the member is registered as a DMM and they are made for the purpose of acquiring or liquidating a bona
fide hedge position against the rights.

Form 82-B in duplicate is to be sent to the Market Surveillance Division, 11 Wall Street, 10th Floor, by the
opening of business on the second business day following the end of the calendar month.

(c)   See paragraph (d)(iv) of Rule 900 (Off-Hours Trading: Applicability and Definitions) in respect of (a) the
impact of transactions effected through the "Off-Hours Trading Facility" (as Rule 900 defines that term) on the
calculation of stock positions and (b) the inapplicability of tick tests to such transactions.

Adopted: May 21, 1964.
Amended: July 16, 1964 effective August 3, 1964, ¶(b)(1) effective January 1, 1965; January 17, 1977 effective January 20, 1977;
May 1, 1978; August 11, 1978; October 26, 1989; June 17, 1994; October 1, 2002 effective August 10, 2002 (NYSE-02-31); January
29, 2003 (NYSE-2003-02); February 1, 2008 (NYSE-2007-62); December 10, 2008 (NYSE-2008-127); July 21, 2009 (NYSE-2009-08);
August 26, 2014 (NYSE-2014-44); March 26, 2018 (NYSE-2017-36).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, Rule 112., New York
Stock Exchange, Orders initiated “Off the Floor.”

Click to open document in a browser

(a)   All orders in stocks for the account of a member organization or any member, principal executive,
approved person, officer, or employee of such organization or a discretionary account serviced by the
member or member organization must be sent to the Floor through a clearing firm's order room or other
facilities regularly used for transmission of public customers' orders to the Floor.

The restrictions of paragraph (a) above shall not apply to an order

(i)   when a Floor Official expressly invites a member or members to participate in a difficult market
situation;

(ii)   to facilitate the purchase or sale of a block of stock because the market on the Floor could not readily
absorb the block at a particular price or prices;

(iii)   to sell stock for an account in which the member organization is directly or indirectly interested if, in
facilitating the sale of a large block of stock, the member organization acquired its position on the Floor
because the demand was not sufficient to absorb the block at a particular price or prices;

(iv)   to effect bona fide arbitrage or to engage in the purchase and sale, or sale and purchase of securities
of companies involved in publicly announced merger, acquisition, consolidation, tender, etc.; or

(v)   to offset a transaction made in error.

(b)   "On the Floor" or "On-Floor" means the trading Floor of the Exchange and the premises immediately
adjacent thereto, such as the various entrances and lobbies of the 11 Wall Street, 18 New Street, 8 Broad
Street, 12 Broad Street and 18 Broad Street Buildings, and also means the telephone facilities available in
these locations.

(c)   A member using a communication facility located on the Floor of the Exchange to enter an order for his
own account will be deemed to be initiating an off-Floor order if such order is routed through a clearing firm's
order room, where a time-stamped record of the order is maintained, before such order is re-transmitted to
the Floor for execution. However, an off-Floor order for an account in which a member has an interest is to be
treated as an on-Floor order if it is executed by the member who initiated it.

(d)   Any order entered by a member organization for any account in which it, or any member, principal
executive, approved person, officer, or employee of such organization is directly or indirectly interested, or
for any discretionary account serviced by the member organization, following a conversation with a member
or employee in that organization who is on the Floor, shall be deemed to be an off-Floor order, provided
(i) that such order is transmitted to the Floor through an order room or other facility regularly used for the
transmission of public orders to the Floor, where a time-stamped record of the order is maintained; or (ii) an
exception from the order room transmission requirement is available under paragraph (a) of this Rule.

(e)   No member or member organization shall execute, or cause to have executed, on the Exchange, any
order for any account in which such member, member organization, or any member, principal executive,
approved person, officer, or employee of such organization is directly or indirectly interested, or for any
discretionary account serviced by the member or member organization, in contravention of any Exchange
policy against the front-running of block transactions that the Exchange may from time to time adopt and
make known to its members.

Adopted: May 21, 1964.
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Amended: July 16, 1964 effective August 3, 1964; September 21, 1967 revised October 19, 1967 effective December 11, 1967;
December 11, 1975 effective March 12, 1976; May 18, 1972; August 9, 1976; August 11, 1978; February 1, 1979; June 2, 1983;
September 27, 1985; October 26, 1989; May 24, 1991; June 17, 1991; October 1, 2002 effective August 10, 2002 (NYSE-02-31); June
14, 2007 (NYSE-2007-51); April 2, 2012 (NYSE-2012-06).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, Rule 112A., New York Stock
Exchange, Reports by Off-Floor Traders (Form 82-P)

Click to open document in a browser

Rescinded Effective March 22, 2001 (00-37).

Adopted: June 19, 1969.
Amended: October 16, 1969 effective November 3, 1969; September 27, 1985.
Rescinded: March 22, 2001 (NYSE-00-37).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, Rule 113., New York
Stock Exchange, DMM Unit's Public Customers

Click to open document in a browser

(a)   No DMM, or the DMM unit with which he or she is associated shall accept an order for the purchase or
sale of any stock in which he or she is registered as a DMM directly (1) from the company issuing such stock;
(2) from any officer, director or 10% stockholder of that company; (3) from any pension or profit-sharing fund;
(4) from any institution, such as a bank, trust company, insurance company, or investment company.

(b)   No order given to a DMM for the purchase or sale of a security in which he or she is registered as a
DMM shall indicate in any way the account for which it is entered except for orders received by the DMM by
means other than any Exchange automated order routing system for accounts in which any of the below-
named persons or parties has a direct or indirect interest:
 

(i)   The DMM himself or herself;

(ii)   any member, allied member, officer, employee or person or party active in the business of such DMM;

(iii)   any member, allied member, officer, employee or person or party active in the business of such
DMM; and

(iv)   the spouse and children of any of the above-named persons or parties who reside in the same
household as such person or party.

(c)   Every DMM shall report to the Exchange on a monthly basis, on such form and in such format as
the Exchange may prescribe, a record of all purchases and sales effected in stocks in which he or she is
registered for any customer account not prohibited under section (a) which:
 

(1)   is carried by the DMM’s unit; or

(2)   is serviced by such DMM or the DMM’s unit; or

(3)   is introduced by such DMM or the DMM’s unit to another member organization on a disclosed basis.

• • • Supplementary Material: 

.20   "Popularizing" stocks in which a DMM is registered.— It is contrary to good business practice for
a in which a DMM or his or her DMM unit or any other member, or allied member in such organization or
any officer or employee thereof to "popularize", either orally or in writing, any security in which he or she is
registered. An approved person or member organization associated with the DMM unit may popularize a
security in which such DMM is registered, provided that it makes the following disclosures:
 

(i)   It is associated with a DMM who makes a market in the security:

(ii)   At any given time, the associated DMM may have an inventory position, either "long" or "short", in the
security; and

(iii)   As a result of the associated DMM's function as a market maker, such DMM may be on the opposite
side of orders executed on the Floor of the Exchange in the security.

Amended: September 16 and 17, 1964, effective January 4, 1965; May 18, 1972; August 9, 1976; November 3, 1986; April 19, 1991;
May 24, 1991; June 17, 1994; August 19, 1994; August 7, 2008 (NYSE-2008-45); October 24, 2008 (NYSE-2008-46).
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NYSE Guide, Regulation, Rule 113 Former. , New
York Stock Exchange, DMMs' Public Customers

Click to open document in a browser

This Rule is applicable only to those DMM member organizations and associated approved persons that have
been approved for an exemption under Rule 98 (Former) and have not been approved to operate as a DMM unit
under Rule 98. This Rule is not available for new entrants to become a DMM unit at the Exchange.

(a)   No DMM, the member organization with which he is associated, or subsidiary of such organization within
the meaning of Rule 321, or any approved person of the same member organization as such DMM, shall
accept an order for the purchase or sale of any stock in which he is registered as a DMM directly (1) from the
company issuing such stock; (2) from any officer, director or 10% stockholder of that company; (3) from any
pension or profit-sharing fund; (4) from any institution, such as a bank, trust company, insurance company, or
investment company.

(b)   No order given to a DMM for the purchase or sale of a security in which he is registered as a DMM shall
indicate in any way the account for which it is entered except for orders received by the DMM by means other
than any Exchange automated order routing system for accounts in which any of the below-named persons or
parties has a direct or indirect interest:
 

(i)   The DMM himself;

(ii)   any member, allied member, officer, employee or person or party active in the business of such DMM;

(iii)   the spouse and children of any of the above-named persons or parties who reside in the same
household as such person or party; and

(iv)   any approved person of the same member organization as such DMM.

(c)    Every DMM shall report to the Exchange on a monthly basis, on such form and in such format as the
Exchange may prescribe, a record of all purchases and sales effected in stocks in which he is registered for
any customer account not prohibited under section (a) which:
 

(1)   is carried by his member organization; or

(2)   is serviced by him or his member organization; or

(3)   is introduced by him or his member organization to another member organization on a disclosed
basis.

• • • Supplementary Material: 

.20   "Popularizing" specialty stocks.— It is contrary to good business practice for a DMM or his member
organization or any other member, allied member or approved person (other than an approved person
entitled to an exemption from this Rule pursuant to Rule 98) in such organization or any officer or employee
thereof to "popularize", either orally or in writing, any security in which he is registered. An approved person
entitled to the exemption from this Rule pursuant to Rule 98 may popularize a security in which an associated
DMM is registered, provided that it makes the following disclosures:
 

(i)   It is associated with a DMM who makes a market in the security:

(ii)   At any given time, the associated DMM may have an inventory position, either "long" or "short", in the
security; and
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(iii)   As a result of the associated DMM's function as a market maker, such DMM may be on the opposite
side of orders executed on the Floor of the Exchange in the security.

Amended: September 16 and 17, 1964, effective January 4, 1965; May 18, 1972; August 9, 1976; November 3, 1986; April 19, 1991;
May 24, 1991; June 17, 1994; August 19, 1994; August 7, 2008 (NYSE-2008-45); October 24, 2008 (NYSE-2008-46).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

381

http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, Rule 114., New York
Stock Exchange, Minimum Size of a Specialist Unit

Click to open document in a browser

Rescinded November 7, 1977.
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Amended: August 11, 1978; June 17, 1991; May 18, 1999; October 5, 2006 (NYSE-2006-82); November 27, 2006 (NYSE-2006-65);
October 24, 2008 (NYSE-2008-46); December 23, 2013 (NYSE-2013-21).
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This Rule is not applicable to trading UTP Securities on the Pillar trading platform.

(a)   Arranging an opening or price.  When arranging an opening or reopening price:
(1) Except as provided for in Rule 115A(a)(2), market interest is guaranteed to participate in the

opening or reopening transaction and shall have precedence over (i) limit interest that is priced
equal to the opening or reopening price of a security and (ii) DMM interest.

(A) For purposes of the opening or reopening transaction, market interest includes (i) Market
and MOO Orders, (ii) limit interest to buy (sell) that is priced higher (lower) than the
opening or reopening price, and (iii) Floor broker interest entered manually by the DMM.

(B) For purposes of the opening or reopening transaction, limit interest includes limited-
priced interest, including e-Quotes, LOO orders, and G orders; that are priced equal to the
opening or reopening price of a security.

(C) Limit interest that is priced equal to the opening or reopening price of a security and DMM
interest are not guaranteed to participate in the opening or reopening transaction.

(D) G orders that are priced equal to the opening or reopening price of a security yield to all
other limit interest priced equal to the opening or reopening price of a security except
DMM interest.

(2) If the aggregate quantity of MOO and market orders on at least one side of the market equals
one round lot or more, the security shall open on a trade. If the aggregate quantity of MOO and
market orders on each side of the market equals less than one round lot or is zero, the security
may open on a quote. If a security opens on a quote, odd-lot market orders shall automatically
execute in a trade immediately following the open on a quote and odd-lot MOOs shall immediately
and automatically cancel. MOO and market orders subject to tick restrictions that either cannot
participate at an opening or reopening price or are priced equal to the opening or reopening price
shall not be included in the aggregate quantity of MOO and market orders.

Adopted: September 8, 1990.
Amended: Effective May 21, 1965; April 30, 1976; November 23, 1977; August 11, 1978; August 11, 1978; April 5, 1990; effective
August 6, 1990; February 4, 2004 (NYSE-2002-32); October 5, 2006 (NYSE-2006-82); November 27, 2006 (NYSE-2006-65); October
24, 2008 (NYSE-2008-46); March 17, 2009 (NYSE-2009-29); July 27, 2010 (NYSE-2010-43); August 17, 2012 (NYSE-2012-19);
December 15, 2015 (NYSE-2015-60); May 19, 2016 (NYSE-2016-35); March 26, 2018 (NYSE-2017-36).
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This Rule is not applicable to trading UTP Securities on the Pillar trading platform.

An agreement by a member to "stop" securities at a specified price shall constitute a guarantee of the purchase
or sale by him of the securities at that price or its equivalent.

If an order is executed at a less favorable price than that agreed upon, the member who agreed to stop the
securities shall be liable for an adjustment of the difference between the two prices.

• • • Supplementary Material: 

.10   Reporting "stops".—Members and member organizations should report to their customers that
securities have been "stopped" with another member only if the "stop" is unconditional and the other member
had definitely agreed thereto.

.20   "Stopping" stock.—The privilege of stopping stock, other than rights, shall not be granted or accepted
by a Floor broker, except that, in a minimum variation market, a Floor broker who holds simultaneously an
order to buy at the market and an order to sell the same stock at the market may stop such purchase and
selling orders against each other and pair them off at prices and in amounts corresponding to those of the
subsequent sales in the stock as they occur in the market. This exception will also apply when two Floor
brokers, one holding an order to buy at the market and the other holding an order to sell the same stock at the
market, arrive in the Crowd at the same time.

For the purpose of the exceptions provided herein, a limited order to buy which is possible of execution at the
prevailing offer price or a limited order to sell which is possible of execution at the prevailing bid price may be
regarded as a market order.

.30   Restrictions on "stopping" stock by DMMs.—No DMM may stop stock against the book or for his or
her own account.

.40   "Stopping" stock on market-at-the-close orders. Notwithstanding any provisions of this Rule or of
any other Exchange Rule to the contrary, a member shall execute market-at-the-close and marketable limit-
at-the-close orders in a stock as provided below, where the member is holding simultaneously both buy and
sell market-at-the-close and/or marketable limit-at-the-close orders.
 

(A)   Where there is an imbalance between the buy and sell market-at-the-close orders, the member
shall, at the close of trading on the Exchange in that stock on that day, execute the imbalance against the
prevailing bid or offer on the Exchange, as appropriate.

(B)   Where the aggregate size of the buy market-at-the-close orders equals the aggregate size of the sell
market-at-the-close orders, the buy orders and sell orders shall be paired-off at the price of the last sale of
the Exchange just prior to the close of trading in that stock on that day. The transaction shall be reported
to the consolidated last sale reporting system as a single transaction. See Rule 123C for discussion of
procedures applicable to market-at-the-close and limit-at-the close orders.

Amended: April 3, 1991; November 27, 1991; July 21, 1995; February 4, 2004 (NYSE-2002-32); October 5, 2006 (NYSE-2006-82);
November 13, 2006 (NYSE-2006-91); November 27, 2006 (NYSE-2006-65); February 23, 2007 (NYSE-2006-04); October 24, 2008
(NYSE-2008-46); January 22, 2009 (NYSE-2008-119); February 3, 2009 (NYSE-2009-10); September 1, 2009 (NYSE-2009-85);
December 23, 2009 (NYSE-2009-126); February 22, 2010 (NYSE-2010-08); February 11, 2011 (NYSE-2011-03); February 7, 2013
(NYSE-2013-12); December 15, 2015 (NYSE-2015-60); March 26, 2018 (NYSE-2017-36).
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No member on the Floor shall make any bid, offer or transaction for or on behalf of another member except
pursuant to a written or electronically recorded order. If a member to whom an order has been entrusted leaves
the Crowd without actually transferring the order to another member, the order shall not be represented in the
market during his or her absence, except with respect to any portion of his or her agency interest file that was not
cancelled before the member left the Crowd, notwithstanding that such failure to cancel an agency interest file is
a violation of Exchange rules.

• • • Supplementary Material: 

.10   Absence from Crowd.—When a member keeps an order in his or her possession and leaves the
Crowd in which dealings in the security are conducted, the member is not entitled during his or her absence
to have any bid, offer or transaction made in such security on his or her behalf or to have dealings in the
security held up until he or she is summoned to the Crowd, except that the member shall be held to any
executions involving his or her agency interest files. To insure representation of an order in the market
during his or her absence, a member must therefore actually turn the order over to another member who will
undertake to remain in the Crowd. If a member keeps the order in his or her possession and during his or
her absence from the Crowd the security sells at or through the limit of his or her order, the member will be
deemed to have missed the market.

.20   Re-opening contracts.—Transactions in securities made by a member when he has no order for the
purchase or sale thereof must be consummated for the account of the member or his member organization
and may not later be assumed by another account.

Amendment: December 14, 2005 (NYSE-2005-87); March 22, 2006 (NYSE-2004-05).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

387

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+SX-PMANU-NYSE117%2909013e2c8553e7df?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, Rule 119., New York Stock
Exchange, Change in Basis from “And Interest” to “Flat”

Click to open document in a browser

When a change in the basis of trading in bonds from "and interest" to "flat" becomes effective as determined
by the Exchange, the order will be cancelled, and the NYSE BondsSM User who entered the order will be
immediately notified of such cancellation.

The User of NYSE Bonds SM who gave the order to sell shall be immediately notified that the order to sell at a
price "and interest" is no longer valid and has been cancelled.

Amended: March 20, 2007 (NYSE-2006-37).
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Removed and Rescinded effective June 17, 1991.
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Every DMM unit shall keep a legible record of all orders placed with him or her in the securities in which the
DMM unit is registered and of all executions, modifications and cancellations of such orders, and shall preserve
such record and all memoranda relating thereto for a period of at least three years. All such records of orders
and modifications or cancellations of such orders shall include the name and amount of the security, the terms of
the order, modification or cancellation, and the time when such order, modification or cancellation was received.
The DMM unit shall retain for a period of at least three years any report received from the Exchange relating
to the migration to or from, or the execution through, the "Off-Hours Trading Facility" (as Rule 900 (Off-Hours
Trading: Applicability and Definitions) defines that term) of any order placed with the DMM unit.

• • • Supplementary Material: 

.10   Entry of orders.—All orders given to DMMs or to other members must be entered and treated
according to the name appearing on the slip, even though such name may be that of a member who is known
to be affiliated with a member organization. Similarly, all reports confirmations, inquiries, give-ups, calls for
members to confirm trades, etc. must be made in the name appearing on the slip. However, if a member
requests a DMM to give up a clearing name instead of the one on the order slip, the DMM is not prohibited
from doing so.

Amended: November 21, 1968; May 18, 1972; November 23, 1977; September 26, 1989; May 24, 1991; August 31, 1993; October 24,
2008 (NYSE-2008-46).
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Except as provided herein, no member, member organization or any allied member therein, or subsidiary of
such organization within the meaning of Rule 321, shall maintain with more than one broker, for execution on
the Exchange, market orders or orders at the same price for the purchase or sale of the same security with
knowledge that such orders are for the account of the same principal. However, a Floor broker may transmit
manually or from a hand-held terminal to the Display Book® system, a portion of an order, while retaining the
balance of the order. In any instance where a Floor broker has so transmitted a portion of an order for execution
and retained the balance of such order, the Floor broker may not make a bid (offer) on behalf of the retained
balance of the order in the auction market or via the Floor broker agency interest file, or execute any part of the
retained order as part of an auction market transaction or automatic execution, at a price at which the portion of
the order transmitted to the Display Book® system may also be represented in a bid (offer) or executed until the
portion of the order transmitted to the Display Book® system has been executed or cancelled.

Amended: May 18, 1972; August 31, 1993; August 31, 1994; June 28, 2004 (SR-NYSE-2004-11); December 14, 2005 (SR-
NYSE-2005-87); March 22, 2006 (NYSE-2004-05); October 26, 2006 (NYSE-2006-94); February 5, 2007 (NYSE-2007-11); October 24,
2008 (NYSE-2008-46); July 3, 2012 (NYSE-2012-20).
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(a) Given Out Every member shall preserve for at least three years a record of every order originated by
him on the Floor and given to another member for execution and of every order originating off the Floor,
transmitted by any person other than a member or member organization, to such member on the Floor,
which record shall include the name and amount of the security, the terms of the order and the time when
such order was so given or transmitted; provided, however, that the Exchange may, upon application, grant
exemptions from the provisions of this Rule.

(b) Receipt of Orders Every member shall preserve for at least three years a record of every order received
by that member on the Floor from off the Floor. Such record shall include the name and amount of the
security, the terms of the order and the time when such order was received. The provisions of this paragraph
shall not apply to orders in NYSE listed securities initiated and/or routed from a member organization’s booth
premise operating pursuant to Exchange Rule 70.40 for execution on another market center. Orders initiated
and/or routed from a member organization’s booth premise operating pursuant to Exchange Rule 70.40 for
execution on another market center must comply with the provisions of the 7400 Series.

(c) Cancelled or Executed Whenever a cancellation is entered with respect to such an order or commitment
or obligation to trade, or a report of the execution of such an order or commitment or obligation to trade, is
received, there shall be preserved for at least three years, in addition to the record required by the foregoing
paragraph, a record of the cancellation of the order or of the receipt of such report, which shall include the
time of the entry of such cancellation or of the receipt of such report.

(d) By Accounts Before any such order is executed, there shall be placed upon the order slip or other record
the name or designation of the account for which such order is to be executed. No change in such account
name or designation shall be made unless the change has been authorized by any member, allied member or
officer in the member organization or authorized representative thereof who shall, prior to giving his approval
of such change, be personally informed of the essential facts relative thereto and shall indicate his approval of
such change in writing on the order.

(e) System Entry Required
(i)   Except as provided in paragraphs .21 and .22 below, immediately following the receipt of an order
in an NYSE listed security on the Floor, members and member organizations must record the details
of the order in an electronic system on the Floor. Any member organization proprietary system used
to record the details of the order and agency interest file must be capable of transmitting these details
to a designated Exchange data base within such time frame as the Exchange may prescribe. No Floor
member or member organization shall represent, execute or place an agency interest file within the
Display Book system or routed to a Floor broker for execution at the post unless the details of the order
have been entered into an electronic system on the Floor.

(ii)   Member organizations operating an approved booth premises pursuant to Exchange Rule 70.40 are
only subject to the provisions of subparagraph (i) above when the order received or any part thereof in a
member organization’s approved booth premise is to be represented, executed or placed in an agency
interest file within the Display Book System or routed to a Floor broker for execution at the post.

(iii)   The details of each order required to be recorded by paragraphs (i) and (ii) above shall include the
following data elements, any changes in the terms of the order and cancellations, in such form as the
Exchange may from time to time prescribe:

1. Symbol;
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2. Clearing member organization;
3. Order identifier that uniquely identifies order
4. Identification of member or member organization recording order details;
5. Number of shares or quantity of security;
6. Side of market;
7. Designation as market or limit order;
8. Any limit price, discretionary price range, discretionary volume range, discretionary quote price,

pegging ceiling price, pegging floor price and/or whether discretionary instructions are active in
connection with interest displayed by other market centers;

9. Time in force;
10. Designation as held or not held;
11. Any special conditions;
12. System-generated time of recording order details, modification of terms of order or cancellation

of order; and
13. Such other information as the Exchange may from time to time require.

(iv)   The Floor member must identify which orders or portions thereof are being made part of the Floor
broker agency interest file and, with respect to such orders or portions thereof, what discretionary and/
or pegging instructions, if any, have been assigned pursuant to such procedures as required by the
Exchange.

(f) Reports of Order Executions Order execution reports must be entered into the same database as
required by this rule for the entry of orders. Any member organization proprietary system used to record
the details of an order pursuant to paragraph (e) must also be capable of transmitting a report of the order’s
execution to such database. Order execution reports must be entered into such system within such time
frame as the Exchange may prescribe. The details of each execution report required to be recorded shall
include the following data elements, and any modifications to the report, in such form as the Exchange may
from time to time prescribe:

1. Order identifier that uniquely identifies the order as required by paragraph (e);
2. Symbol;
3. Number of shares or quantity of security;
4. Transaction price;
5. Time the trade was executed;
6. Executing broker badge number, or alpha symbol as may be used from time to time, in regard to its

side of the contract;
7. Executing broker badge number, or alpha symbol as may be used from time to time, of the contra

side to the contract;
8. Clearing firm number, or alpha symbol as may be used from time to time, in regard to its side of the

contract;
9. Clearing firm number, or alpha symbol as may be used from time to time, in regard to the contra

side of the contract;
10. Whether the account for which the order was executed was that of a member or member

organization or of a non-member or non-member organization;
11. Identification of member or member organization which recorded order details as required by

paragraph (e);
12. Date the order was entered into an Exchange system;
13. Indication as to whether this is a modification to a previously submitted report;
14. Special Trade Indication, if applicable;
15. Online Comparison System (OCS) Control Number;
16. Such other information as the Exchange may from time to time require.
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Reserved

• • • Supplementary Material: 

.10   Orders originated on or transmitted to the Floor.—When giving out orders originating on the Floor, or
transmitted by any person other than a member or member organization to members on the Floor, or when
changing or cancelling orders previously given, members are required to do so electronically, or in writing.
This requirement, as well the requirement as provided in Rule 123, above, relating to the keeping of records,
may be met by preparing and retaining a duplicate of each such order given out and of any subsequent
changes.

.20   Orders.—For purposes of paragraph (e), an order shall be any written, oral or electronic instruction to
effect a transaction.

.21   Orders not subject to paragraph (e) recording requirements.—Any order executed by a DMM for his
or her own account and any orders which by their terms are incompatible for entry in an Exchange system
relied on by a Floor member to record the details of the order in compliance with this Rule shall be exempt
from the order entry requirements of paragraph (e) above.

.22   With respect to a bona fide arbitrage order, a member may execute such order before entering the order
into an electronic system as required by paragraph (e) above, but such member must enter such order into
such electronic system no later than 60 seconds after the execution of such order. With respect to an order
to offset a transaction made in error, a member may, upon discovering such error within the same trading
session, effect an offsetting transaction without first entering such order into an electronic system, but such
member must enter such order into such electronic system no later than 60 seconds after the execution of
such order.

.23   Time standards.—Any vendor or proprietary system used by a member or member organization on the
Floor to record the details of an order or report for purposes of this rule must be synchronized with reference
to a time source as designated by the Exchange.

Amended: May 18, 1972; November 23, 1977; August 11, 1978; September 26, 1989; December 7, 2000, effective September
10, 2001 (NYSE-98-25); October 16, 2001, effective October 8, 2001 (NYSE-01-39); January 7, 2002, effective December 20,
2001 (NYSE-01-52); April 11, 2003 (NYSE-03-09); April 17, 2003, effective October 17, 2003 (NYSE-99-51); September 9, 2004
(NYSE-2004-06); December 14, 2005 (NYSE-2005-87); March 22, 2006 (NYSE-2004-05); October 5, 2006 (NYSE-2006-36); October
5, 2006 (NYSE-2006-82); November 27, 2006 (NYSE-2006-65); December 1, 2006 (NYSE-2006-76); June 14, 2007 (NYSE-2007-51);
October 24, 2008 (NYSE-2008-46); December 10, 2008 (NYSE-2008-127); February 25, 2009 (NYSE-2009-17); July 1, 2009
(NYSE-2009-59); July 21, 2009 (NYSE-2009-08); October 7, 2011 (NYSE-2011-49); May 6, 2015 (NYSE-2015-23); December 15,
2015 (NYSE-2015-60); July 20, 2017 (NYSE-2017-33).
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This Rule is not applicable to trading UTP Securities on the Pillar trading platform.

• • • Supplementary Material: 

• • • Supplementary Material: 

.10   Reserved

.20   Day Orders

Members will facilitate business on the Floor by sending their orders as early as possible before the opening.

.23   Use of order and report forms.—Members and member organizations who rent telephone spaces on
the Floor may use at such spaces order forms, etc., bearing only their own name. In the case of a member
organization, the name of the Exchange member may be used, if desired, provided the prior approval of the
Exchange has first been obtained.

A member or member organization who rents no space may use forms bearing their own name in the
telephone spaces of other members or member organizations with the permission of the Exchange, but if no
such permission has been obtained such slips may be used only for orders originated on the Floor.

A member who acts as a DMM and uses the report pad of another member or member organization,
must have his own name placed on said pad in addition to the name of such other member or member
organization.

The foregoing does not apply to members who assist other members temporarily or in an emergency, but
only to those members who regularly use the pad of another member or member organization.

Members and member organizations are required to use standardized stationery in such format as the
Exchange may from time to time prescribe.

.24   (Intentionally left blank)

DMMs' Responsibility for Orders and Reports

 .31 through .39 Reserved

Broker's Obligation In the Handling of Certain Orders

.41   Market orders.— A broker handling a market order is to use due diligence to execute the order at
the best price or prices available to him under the published market procedures of the Exchange.

.42   Limited orders.— A broker handling a limited price order is to use due diligence to execute the order
at the limit price, or at a better price, if available to him under the published market procedures of the
Exchange.

.43   At the close orders.—A broker handling an "at the close" order is to use due diligence to execute
the order in its entirety at the closing price, on the Exchange, of the stock named in the order, and if the
order cannot be so executed, it is to be cancelled. (See also Rules 13 and 116.40.)

.44   Not held orders.—A broker who has been given a not held order is to use brokerage judgment in the
execution of the order, and if he exercises such judgment, is relieved of all responsibility with respect to
the time of execution and the price or prices of execution of such an order.
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A DMM may not accept a "not held" order.

.45   Members' off-floor orders.—Two persons consisting of Executive Floor Governors, or in the
absence of any of them, two Floor Governors, Senior Floor Officials, or Executive Floor Officials in the
order of seniority, have the authority to limit or ban the execution of off-Floor orders for accounts in which
members or member organizations have an interest.

(See also Rule 410(b).)

.46 Representation by Member of Multiple Orders A member who has accepted for execution orders
on the same side of the market from more than one customer may not proceed to execute any such order
until the member discloses to all such customers that he or she is representing multiple orders on the
same side of the market if the orders, as they are being executed, may not receive an execution in time
priority of receipt, or an equal or strictly proportional split, based on the size of the orders, if that is the
case, unless the terms of the order would provide for a different split.

.65   Stabilizing orders.—Attention is directed to the provisions of Regulations §-240.10b-6, 7, 8 of
the Securities and Exchange Commission in the event a member is given an order for execution on the
Exchange and he knows that the order is for the purpose of pegging, fixing or stabilizing the price of a
security to facilitate an offering.

  

.75   Order Identification.—All members and member organizations shall comply with such requirements
concerning the format for noting the identification and cancellation of orders, and such requirements and
formats concerning special notations to be placed on orders, as the Exchange may from time to time
prescribe.

Adopted: June 19, 1969; May 18, 1977; September 27, 1994.
Amended: Effective May 21, 1965; July 21, 1966; November 17, 1966; October 19, 1967, effective January 1, 1968; October 16, 1969,
effective November 3, 1969; December 11, 1975, effective March 12, 1976; August 26, 1976; July 13, 1978; April 17, 1980; September
27, 1985; August 31, 1987, November 27, 1991; June 17, 1991; May 31, 1994; March 17, 1995, effective June 7, 1995; March 1, 1999;
February 10, 2000; August 30, 2000, effective August 28, 2000 (NYSE-00-22 Amendment #1); August 9, 2001, effective August 17,
2001 (NYSE-2001-16); July 29, 2002 (NYSE-2002-12); April 2, 2003 (NYSE-2002-55); March 1, 2004 (NYSE-2004-02); December
14, 2005 (SR-NYSE-2005-87); February 24, 2006 (NYSE-2006-09); February 27, 2006, effective March 8, 2006 (NYSE-2005-77);
March 22, 2006 (NYSE-2004-05); October 5, 2006 (NYSE-2006-82); November 27, 2006 (NYSE-2006-65); December 19, 2006
(NYSE-2006-114); March 20, 2007 (NYSE-2006-37); February 1, 2008 (NYSE-2007-62); May 21, 2008 (NYSE-2008-32); October
24, 2008 (NYSE-2008-46); November 17, 2008 (NYSE-2008-115); January 22, 2009 (NYSE-2008-119); February 18, 2009
(NYSE-2009-13); December 15, 2015 (NYSE-2015-60); March 26, 2018 (NYSE-2017-36).
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(a)   The Exchange's SuperDot System (hereafter referred to as "the System") provides automated order
routing and reporting services to facilitate the timely and efficient transmission, execution, and reporting of
market and limit orders on the Exchange. Members and member organizations may transmit orders by means
of the System of such size as the Exchange may specify from time to time. However, special features of
these systems, as described in paragraph (b) below, may be available only to orders of a particular smaller
size, as the Exchange may specify from time to time.

The Exchange will from time to time designate the size and types of orders eligible for transmission by means
of the System, the securities as to which such orders may be transmitted, and the operational characteristics
of the System, and may modify or amend such designations or characteristics from time to time.

(b)   Special Features. The following special features shall be available to orders of such size as the
Exchange may specify from time to time:
 

(1)   Intentionally omitted

(2)  

(A)   Rule 411 provides that the price at which an order is executed shall be binding notwithstanding
the fact that an erroneous report in respect thereto may have been rendered. When a purchase or sale
has been reported in error, and a transaction has appeared on the tape at the price of the erroneous
report and in a quantity equal to or exceeding the amount reported, the member who made the error
must render a corrected report not later than noon on the business day following the day of the
transaction. If not so corrected, the member who made the error will be responsible for any resulting
loss.

(3)   Booth Support System.—An entering member organization may determine to route orders of
specified sizes eligible for transmission through the System to the specialist's post, or to its booth or to the
booth of another member. Parameters for market orders are based on the size of the order. Parameters
for limit orders are based on the size of the order and whether the order is marketable based on the limit
price on the order in relation to the last sale on the Exchange in the subject security.

(c)   System trades shall be reported and compared utilizing such universal contra designations as the
Exchange may from time to time determine.

(e)   The Exchange shall not be liable for any loss sustained by a member or member organization resulting
from the use of the System. Generally, a loss pertaining to an order that is entered through the System and
which does not appear on the System's Merged Order and Report Log will be absorbed by the entering
member organization. A loss pertaining to an order that is entered through the System, and which does
appear on the System's Merged Order and Report Log will generally subject to the provisions of the
Exchange Rule 18.

• • • Supplementary Material: 

.10   Intentionally omitted
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.20   For purposes of this Rule, in all instances where an order received by Exchange systems is canceled
and replaced with another order, the replacement will be deemed to be a new order.

.30   Sponsored Access to the Exchange
(a) Applicability and Definitions

(i) Applicability. The provisions of this rule do not apply to: NYSE Bonds SM (NYSE Rule 86).
(ii) Definitions.

(A) "Sponsoring Member Organization" means a NYSE Member or Member
Organization as defined in NYSE Rule 2 that enters into a written "sponsorship
agreement" with a “Sponsored Participant”(as that term is defined in this rule) to
provide the Sponsored Participant with authorized access to the Exchange.

(B) “Sponsored Participant” means a person as defined in NYSE Rule 2(e) who
has entered into a sponsorship arrangement with a Sponsoring Member
Organization to obtain authorized access to the Exchange pursuant to this rule.

(b) Subject to the requirements for sponsored access set forth in this Rule, a Person with authorized
access may submit orders for execution to the New York Stock Exchange LLC (the “Exchange”). To
obtain authorized access to the Exchange, such Person must enter into a sponsorship agreement.

(c) Sponsored Participants. A Sponsored Participant may obtain authorized access to the Exchange
only if such access is authorized in advance by one or more Sponsoring Member Organization as
follows:

(1) Sponsored Participants must enter into and maintain customer agreements with one or
more Sponsoring Member Organization establishing proper relationship(s) and account(s)
through which the Sponsored Participant may trade on the Exchange. Such customer
agreement(s) must incorporate the provisions set forth in paragraph (2) below.

(2) A Sponsoring Member Organization must agree in writing to the sponsorship provisions
set forth below in order for the Sponsored Participant to obtain and maintain authorized
access to the Exchange:

(A) The Sponsored Participant and its Sponsoring Member Organization must have
entered into and maintained an agreement with New York Stock Exchange
LLC. The Sponsoring Member Organization must designate the Sponsored
Participant by name in such agreement.

(B) The Sponsoring Member Organization acknowledges and agrees that:

(i) All orders entered by the Sponsored Participants and any person
acting on behalf of or in the name of such Sponsored Participant and
any executions occurring as a result of such orders are binding in all
respects on the Sponsoring Member Organization; and

(ii) The Sponsoring Member Organization is responsible for any and all
actions taken by such Sponsored Participant and any person acting on
behalf of or in the name of such Sponsored Participant.

(C) The Sponsoring Member Organization shall at all times comply with the rules
and procedures of the Exchange and the Sponsored Participant shall comply
with the rules and procedures of the Exchange as if the Sponsored Participant
were a Sponsoring Member Organization.

(D) The Sponsored Participant shall maintain, keep current, and provide to the
Sponsoring Member Organization, upon request, a list of Authorized Traders
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(as described in section (d) below) who may obtain access to the Exchange on
behalf of the Sponsored Participant.

(E) The Sponsored Participant shall familiarize its Authorized Traders with all of the
Sponsored Participant's obligations under this Rule and will assure that they
receive appropriate training prior to any use or access to the Exchange.

(F) The Sponsored Participant may not permit anyone other than Authorized
Traders to use or obtain access to the Exchange.

(G) The Sponsored Participant shall take reasonable security precautions to
prevent unauthorized use or access to the Exchange, including unauthorized
entry of information into the Exchange, or the information and data made
available therein. The Sponsored Participant understands and agrees that the
Sponsored Participant is responsible for any and all orders, trades, and other
messages and instructions entered, transmitted or received under identifiers,
passwords, and security codes of Authorized Traders, and for the trading and
other consequences thereof.

(H) The Sponsored Participant acknowledges its responsibility to establish adequate
procedures and controls that permit it to effectively monitor its employees,
agents, and customers' use and access to the Exchange for compliance with the
terms of this agreement.

(I) The Sponsored Participant shall pay when due all amounts, if any, payable to
the Sponsoring Member Organization, the Exchange, or any other third parties
that arise from the Sponsored Participants access to and use of the Exchange.
Such amounts include, but are not limited to applicable exchange and regulatory
fees.

(3) Prior to providing the Sponsored Participant with authorized access to the Exchange, the
Sponsoring Member Organization must provide the Exchange with a notice of consent
acknowledging its responsibility for the orders, executions, and actions of its Sponsored
Participant at issue.

(d) Authorized Trader. For the purpose of this rule, an Authorized Trader shall mean a person who may
submit orders to the Exchange on behalf of the Sponsored Participant.

(1) A Sponsoring Member Organization shall maintain a list of Authorized Traders who may
obtain access to the Exchange on behalf of the Sponsoring Member Organization’s
Sponsored Participants. The Sponsoring Member Organization shall update the list of
Authorized Traders as necessary. The Sponsoring Member Organization must provide the
list of Authorized Traders to the Exchange upon request.

(2) A Sponsoring Member Organization must have reasonable procedures to ensure that all
Authorized Traders comply with the rules and procedures of the Exchange.

(3) A Sponsoring Member Organization must suspend or withdraw a person's status as
an Authorized Trader if the Exchange has determined that the person has caused the
Sponsoring Member Organization to fail to comply with the Rules of the Exchange and the
Exchange has directed the Sponsoring Member Organization to suspend or withdraw the
person's status as an Authorized Trader.

(4) A Sponsoring Member Organization must have reasonable procedures to ensure that the
Authorized Traders maintain the physical security of any equipment sited on its premises
for the purpose of accessing the Exchange, so as to prevent the improper use of or
access to the Exchange, including unauthorized entry of information into the Exchange.

Adopted: June 17, 1991.
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Amended: March 17, 1995, effective June 7, 1995; April 27, 2000; April 17, 2000; July 28, 2005 (NYSE-2005-51); February 27, 2006,
effective March 8, 2006 (NYSE-2005-77); November 30, 2006 (NYSE-2006-105); February 23, 2007 (NYSE-2006-04); March 9,
2007 (NYSE-2007-16); February 12, 2008 (NYSE-2004-70); August 27, 2008 (NYSE-2008-071); October 24, 2008 (NYSE-2008-46);
October 8, 2008 (NYSE-2008-100); November 17, 2008 (NYSE-2008-115); January 22, 2009 (NYSE-2008-119); February 18, 2009
(NYSE-2009-13); September 1, 2009 (NYSE-2009-85); February 11, 2011 (NYSE-2011-03); February 7, 2013 (2013-12); July 3, 2014
(NYSE-2014-12); March 26, 2018 (NYSE-2017-36).
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This Rule is not applicable to trading UTP Securities on the Pillar trading platform.

(1)   Definitions for the Purpose of this Rule
(a) Better Priced. Better Priced than the closing price means an order that is lower than the closing

price in the case of an order to sell or higher than the closing price in the case of an order to buy.
(b) Informational Imbalance Publication. An Informational Imbalance Publication is the dissemination of

information between 3:00 p.m. and 3:50 p.m., pursuant to subparagraph (5)(b) below, that indicates
a disparity between MOC and marketable LOC interest to buy and MOC and marketable LOC
interest to sell of any size in any security that is not a Mandatory MOC/LOC Imbalance Publication.

(c) Legitimate Error. A legitimate error means an error in any term of an MOC, LOC, or CO order, such
as price, number of shares, side of the transaction (buy or sell) or identification of the security.

(d) Mandatory MOC/LOC Imbalance Publication. A Mandatory MOC/LOC Imbalance Publication is the
dissemination of information that indicates a disparity between MOC and marketable LOC interest
to buy and MOC and marketable LOC interest to sell, measured at 3:50 p.m., that is:

(i) 50,000 shares or more in any security, regardless of the average daily trading volume; or
(ii) otherwise constitutes a significant imbalance, such as an imbalance of less than 50,000

shares in any security where such imbalance is significant in relation to the average daily
trading volume in the security may be published as soon as practicable after 3:50 p.m.
with prior approval of a Floor Official or qualified ICE employee as defined in NYSE Rule
46.10.

(e) Official Closing Price. The Official Closing Price of a security listed on the Exchange is determined
as follows:

(i) The Official Closing Price is the price established in a closing transaction under
paragraphs (7) and (8) of this Rule of one round lot or more. If there is no closing
transaction in a security or if a closing transaction is less than one round lot, the Official
Closing Price will be the most recent last-sale eligible trade in such security on the
Exchange on that trading day.

(A) If there were no last-sale eligible trades in a security on the Exchange on a
trading day, the Official Closing Price of such security will be the prior day’s
Official Closing Price.

(B) For a security that has transferred its listing to the Exchange and does not have
any last-sale eligible trades on the Exchange on its first trading day, the Official
Closing Price will be the prior day’s closing price disseminated by the primary
listing market that previously listed such security.

(C) For a security that is a new listing and does not have any last-sale eligible trades
on the Exchange on its first trading day, the Official Closing Price will be based
on a derived last sale associated with the price of such security before it begins
trading on the Exchange.

(ii) If the Exchange determines at or before 3:00 p.m. Eastern Time that it is unable to
conduct a closing transaction in one or more securities due to a systems or technical
issue, the Exchange will designate an alternate exchange for such security or securities
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and the Official Closing Price of each security will be determined on the following
hierarchy:

(A) the Official Closing Price will be the official closing price for such security under
the rules of the designated alternate exchange;

(B) if the designated alternate exchange does not have an official closing price in
a security, the Official Closing Price will be the volume-weighted average price
(“VWAP”) of the consolidated last-sale eligible prices of the last five minutes of
trading during regular trading hours up to the time that the VWAP is processed,
including any closing transactions on an exchange, and taking into account any
trade breaks or corrections up to the time of the VWAP is processed;

(C) if the designated alternate exchange does not have an official closing price in
a security and there were no consolidated last-sale eligible trades in the last
five minutes of trading during regular trading hours in such security, the Official
Closing Price will be the last consolidated last-sale eligible trade during regular
trading hours on that trading day;

(D) if the designated alternate exchange does not have an official closing price in a
security and there were no consolidated last-sale eligible trades on a trading day
in such security, the Official Closing Price will be the prior day’s Official Closing
Price; or

(E) if an Official Closing Price for a security cannot be determined under (A), (B), or
(C) of this paragraph (e)(ii) and there is no prior day’s Official Closing Price, the
Exchange will not publish an Official Closing Price for such security.

(iii) If the Exchange determines after 3:00 p.m. Eastern Time that it is unable to conduct a
closing transaction in one or more securities due to a systems or technical issue, the
Official Closing Price of each such security will be determined on the following hierarchy:

(A) the Official Closing Price will be the VWAP of the consolidated last-sale eligible
prices of the last five minutes of trading during regular trading hours up to the
time that the VWAP is processed, including any closing transactions on an
exchange, and any taking into account any trade breaks busts or corrections up
to the time the VWAP is processed;

(B) if there were no consolidated last-sale eligible trades in the last five minutes of
trading during regular trading hours in such security, the Official Closing Price
will be the last consolidated last-sale eligible trade during regular trading hours
on that trading day;

(C) if there were no consolidated last-sale eligible trades in such security on a
trading day, the Official Closing Price will be the prior day’s Official Closing Price;
or

(D) if an Official Closing Price for a security cannot be determined under (A), (B), or
(C) of this paragraph (e)(iii) and there is no prior day’s Official Closing Price, the
Exchange will not publish an Official Closing Price for such security.

(iv) If the Exchange determines the Official Closing Price under paragraphs (e)(ii) or (e)(iii) of
this Rule, the Exchange will publicly announce the manner by which it will determine its
Official Closing Price and the designated alternate exchange, if applicable, and all open
interest designated for the Exchange close residing in Exchange systems will be deemed
cancelled to give member organizations the opportunity to route their closing interest to
alternate execution venues.

(f) Order Imbalance Information. Order Imbalance Information is the data feed disseminated by the
Exchange between 3:50 p.m. and 4:00 p.m. pursuant to subparagraph (6) below, which includes
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real-time order imbalances that accumulate prior to the closing transaction on the Exchange of this
Rule 123C.

(g) Trading Halt. A Trading Halt as used in this Rule 123C means a halt in the trading of any security
pursuant to the provisions of NYSE Rule 123D.

(2)   MOC, LOC and CO Order Entry
(a) Order Entry Before 3:50 p.m.

(i) Except as otherwise provided in this rule, all MOC and LOC orders must be entered
electronically by 3:50 p.m.

(ii) CO orders may be entered in a security any time prior to 4:00 p.m.
(b) Order Entry After 3:50 p.m.

(i) After the publication of a Mandatory MOC/LOC Imbalance Publication pursuant to
paragraph (5) below, Exchange systems will only accept MOC and LOC orders that
offset the published imbalance and will reject MOC and LOC orders that do not offset
the published imbalance (i.e, on the same side of a Mandatory MOC/LOC Imbalance
Publication). Specifically, if the Mandatory MOC/LOC Imbalance Publication shows
an excess of sell interest over buy interest, only MOC and LOC orders to buy will be
accepted; if the Mandatory MOC/LOC Imbalance Publication show an excess of buy
interest over sell interest, only MOC and LOC orders to sell will be accepted.

(ii) Where there is no Mandatory MOC/LOC Imbalance Publication, Exchange systems will
reject MOC and LOC orders entered after 3:50 p.m.

(iii) CO orders may be entered on both sides of the market up to 4:00 p.m. and are not
restricted to offsetting the Mandatory MOC/LOC Imbalance Publication.

(c) Order Entry in the Event of a Trading Halt

(i) Where a Mandatory MOC/LOC Imbalance Publication is published at or after 3:50 p.m.,
and a Trading Halt occurs after such imbalance publication, Exchange systems will accept
MOC and LOC orders that offset the published imbalance and will reject MOC and LOC
orders on the same side of a Mandatory MOC/LOC Imbalance.

(ii) When a Trading Halt in a security is in effect at 3:50 p.m. but is lifted prior to the close of
trading in the security and a Mandatory MOC/LOC Imbalance Publication is published in
connection with or after the reopening of trading in such security, Exchange systems will
accept MOC and LOC orders that offset the published imbalance and will reject MOC and
LOC orders on the same side of a Mandatory MOC/LOC Imbalance.

(iii) Where there is no Mandatory MOC/LOC Imbalance Publication and a Trading Halt occurs
after 3:50 p.m., Exchange systems will reject MOC and LOC orders after 3:50 p.m.

(3)   Cancellation of MOC, LOC and CO Orders
(a) Up to 3:50 p.m. MOC, LOC and CO orders may be cancelled or reduced in size for any reason.
(b) Between 3:50 p.m. and 3:58 p.m., MOC, LOC and CO orders may be canceled or reduced in size to

correct a legitimate error as that term is defined pursuant to Rule 123C(1)(c).
(c) Except as provided for in Rule 123C(9), after 3:58 p.m., MOC, LOC and CO orders may not be

cancelled or adjusted for any reason, including the correction of a legitimate error. Any such
cancellations or adjustments entered through Exchange systems will be rejected.

(4)   Calculation of MOC and LOC Imbalances
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(a) Calculation of Imbalances. MOC and LOC imbalances are calculated as follows:

(i) For purposes of calculating the Mandatory MOC/LOC Imbalance Publication, the term
“last sale price” in paragraph (4)(a)(iii) and (iv) below means the last sale in the subject
security, as reported to the Consolidated Tape, prior to 3:50 p.m.

(ii) For purposes of calculating Informational Imbalances and Order Imbalances, the term
“last sale price” in paragraph (4)(a)(iii) and (iv) below means the last sale in the subject
security, as reported to the Consolidated Tape prior to the calculation of the Informational
Imbalance or the Order Imbalance.

(iii) Buy side closing volume is determined by aggregating all Buy MOC orders and Buy LOC
orders priced above the last sale price. Buy LOC orders that are equal to the last sale
price are not included in the calculation.

(iv) Sell side closing volume is determined by aggregating all Sell and Sell Short MOC orders
and Sell and Sell Short LOC orders priced below the last sale price. Sell and Sell Short
LOC orders that are equal to the last sale price are not included in the calculation.

(v) The difference between the Buy side closing volume as determined in paragraph 4(a)
(iii)above and the Sell side closing volume as determined in paragraph 4(a)(iv) above is
the Buy or Sell Imbalance.

(vi) Buy or Sell Imbalance as determined pursuant to paragraph (4)(a)(v) above will be
reduced by the volume of LOC orders priced equal to the last sale to bring the imbalance
quantity as close to zero as possible.

(A) In the event of a Buy Imbalance, only Sell and Sell Short LOC orders priced
equal to the last sale will be included to offset the imbalance.

(B) In the event of a Sell Imbalance, only Buy LOC orders priced equal to the last
sale will be included to offset the imbalance.

(5)   Publication of Mandatory MOC/LOC and Informational Imbalances
(a) A Mandatory MOC/LOC Imbalance Publication as defined in (1)(d)(i) above shall be published on

the Consolidated Tape as soon as practicable after 3:50 p.m. A Mandatory MOC/LOC Imbalance
Publication of less than 50,000 shares as defined in subparagraph (1)(d)(ii) above may be published
only with the prior approval of a Floor Official or qualified ICE employee as defined in NYSE Rule
46.10.

(b) An Informational Imbalance Publication as defined in paragraph (1)(b) above in any security may be
published on the Consolidated Tape between 3:00 and 3:50 p.m. with the prior approval of a Floor
Official or qualified ICE employee as defined in NYSE Rule 46.10.

(i) If an Informational Imbalance Publication is published between 3:00 p.m. and 3:50 p.m.,
and subsequently there is an imbalance of 50,000 shares or greater, a Mandatory MOC/
LOC Imbalance Publication must be published as soon as practicable after 3:50 p.m.

(ii) If an Informational Imbalance Publication is published between 3:00 p.m. and 3:50
p.m., and the requirements for the publication of a Mandatory MOC/LOC Imbalance
Publication do not exist at 3:50 p.m., a notice indicating that there is "no imbalance" must
be published on the Consolidated Tape as soon as practicable after 3:50 p.m.

(c) When a Trading Halt in a security is in effect at 3:50 p.m. but is lifted prior to the close of trading
in the security, a Mandatory MOC/LOC Imbalance Publication should be published as close to the
resumption of trading as practicable.

(6)   Publication of Order Imbalance Information Data Feed
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(a) Exchange systems may also make available, from time to time, as the Exchange shall determine,
Order Imbalance Information prior to the closing of a security on the Exchange.

(i) Order Imbalance Information disseminated prior to the closing transaction is the data feed
disseminated by the Exchange of real-time order imbalances that accumulate prior to the
closing transaction on the Exchange which includes:

(A) the Mandatory MOC/LOC Imbalance Publication;
(B) a data field indicating the price at which closing-only interest (i.e., MOC orders,

marketable LOC orders, and CO orders opposite the imbalance) may be
executed in full;

(C) a data field indicating the price at which interest in the Display Book (e.g.,
Minimum Display Reserve Orders, Floor broker reserve e-Quotes not designated
to be excluded from the aggregated agency interest information available to
the DMM, d-Quotes and pegged e-Quotes at the price indicated on the order
as the base price to be used to calculate the range of discretion) as well as all
closing-only inter orders (MOC, marketable LOC, and CO orders opposite the
imbalance) may be executed in full; and

(D) if the price at which all closing-only interest in the Display Book is at or between
the quote, then data fields pursuant to subparagraphs (6)(a)(i)(B) and (C) above
indicating imbalance information will publish the price at which the closing-only
interest (MOC orders, marketable LOC orders, and CO orders) may be executed
in full.

(ii) In addition, commencing at 3:55 p.m., the Order Imbalance Information disseminated by
the Exchange data feed also includes d-Quotes and all other e-Quotes containing pegging
instructions eligible to participate in the closing transaction.

(iii) Such Order Imbalance Information will use a reference price to indicate the number of
shares that would be needed in the security to close with an equal number of shares on
the buy side and the sell side of the market. The Exchange will determine the reference
price as follows:

(A) If the best bid for the security on the Exchange is higher than the last sale price
for the security, that best bid will serve as the reference price.

(B) If the best offer for the security on the Exchange is lower than the last sale price
for the security, that best offer will serve as the reference price.

(C) If the last sale price falls within the Exchange's best bid and offer for the security,
the last sale price will serve as the reference price.

(iv) Order Imbalance Information disseminated prior to the close by Exchange systems will be
disseminated approximately every five seconds between 3:50 p.m. and 4:00 p.m.

(v) On any day that the scheduled close of trading on the Exchange is earlier than 4:00 p.m.,
the dissemination of Order Imbalance Information prior to the closing transaction will
commence approximately 10 minutes before the scheduled closing time. Order Imbalance
Information will be disseminated approximately every five seconds until the scheduled
closing time.

(vi) The Mandatory MOC/LOC Imbalance Publication pursuant to paragraph (5)(a) of this Rule
above shall be the sole indication that governs the entry of offsetting interest.

(b) Exchange systems shall disseminate between 2:00 p.m. and 3:50 p.m. on any trading day (or
beginning two hours prior to the closing transaction until 10 minutes prior to the closing transaction
on any day that the scheduled close of trading on the Exchange is earlier than 4:00 p.m.),
approximately every 15 seconds, to Floor brokers a data feed that provides the amount of, and
any imbalance between, MOC interest and marketable LOC interest to buy and MOC interest and
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marketable LOC interest to sell, offset by any CO interest available at the reference price or better
on the opposite side of the imbalance, in any security in which the Floor broker is representing an
order and in any security that the Floor broker specifically requests, except that specific requests for
such information do not carry over to the next trading day and must be re-entered.

(7)   Order of Execution on the Close
(a) The following orders must be executed in whole or in part in the closing transaction in the order

delineated below:

(i) MOC orders that do not have tick restrictions;
(ii) MOC orders that have tick restrictions that limit the execution of the MOC to a price better

than the price of the closing transaction;
(iii) Floor broker interest entered manually by the DMM;
(iv) Limit orders better priced than the closing price;
(v) LOC orders that do not have tick restrictions better priced than the closing transaction;
(vi) LOC orders better priced than the closing transaction that have tick restrictions that are

capable of being executed based on the closing price; and
(vii) G orders better priced than the closing price.

(b) The following interest may be used to offset a closing imbalance in order delineated below:

(i) Limit orders represented in the Display Book with a price equal to the closing price and
DMM interest;

(ii) LOC orders with a price equal to the closing price;
(iii) MOC orders that have tick restrictions that limit the execution of the MOC to the price of

the closing transaction;
(iv) LOC orders that have tick restrictions that are capable of being executed based on

the closing price and the price of such limit order is equal to the price of the closing
transaction;

(v) CO Orders; and
(vi) G orders with a price equal to the closing price.

(8)   Closing Transactions
(a) Closing transactions where there is an order imbalance.

(i) Where there is an imbalance of shares to buy over shares to sell in MOC and/or
marketable LOC orders, or vice versa, the imbalance shall, at the close of trading, be
executed against orders on the Display Book and/or represented in the Crowd that are
opposite to the imbalance.

(A) Market orders and limit orders better priced than the closing price trading against
the imbalance amount are guaranteed to participate in the closing transaction.

(B) Limit orders trading against the imbalance amount are not guaranteed an
execution in the closing transaction if the price of such limit order is the same
as the closing price, but may be included in full or in part at the discretion of the
DMM, based on market conditions and the availability of offsetting interest.

(ii) The remaining MOC/LOC buy and MOC/LOC sell orders are paired off against each other
at the same price as the imbalance price.

(iii) The imbalance and the paired off transaction shall be reported to the Consolidated Tape
as a single transaction.

(b) Closing transactions where there is no order imbalance. Where the aggregate size of buy MOC and
marketable LOC orders in a security equals the aggregate size of sell MOC orders and marketable
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LOC orders, they shall be stopped against each other and paired off at the price of the last sale on
the Exchange just prior to the close of trading in that security on that day.

(9)   Extreme Order Imbalances at or Near the Close
(a) To avoid closing price dislocation that may result from an order entered into Exchange systems

or represented to a DMM orally at or near the close, the Exchange may temporarily suspend the
following:

(1) The hours of operation to permit the solicitation and entry of orders into Exchange
systems (Rule 52), provided that:

(i) Such orders are solicited solely to offset any imbalance in a security that may
exist as of 4:00 p.m.;

(ii) The Exchange solicits such offsetting interest from both on-Floor and off-Floor
participants. Such solicitation requests shall include, at a minimum, the security
symbol, the imbalance amount and side, the last sale price, and an order
acceptance cut-off time. The order acceptance cut-off time will be a time period
designated by the Exchange;

(iii) Any interest entered in response to such solicitations must be: (A) entered no
later than the order acceptance cut-off time indicated in the solicitation request;
(B) offsetting interest as indicated in the solicitation request; (C) a limit order
priced no worse than the last sale; and (D) irrevocable;

(iv) The DMM will close the security the earlier of the order acceptance cut-off time
or if the imbalance is paired off at or reasonably contiguous to the last sale price.
For purposes of this Rule, a price reasonably contiguous to the last sale price is
within cents of the last sale price and would be a price point that during a regular
closing auction would not be considered a dislocating closing price as compared
to the last sale price. All offsetting interest solicited pursuant to this section of the
Rule will be executed consistent with Rule 72(c); and

(v) A Floor broker may represent offsetting interest pursuant to this rule without
first entering the details of the order into a designated Exchange database,
as required by NYSE Rule 123, so long as such orders are entered into a
designated Exchange database on an “as of” basis immediately following
execution of the order.

(2) The prohibition on canceling or reducing an MOC or LOC order after 3:58 p.m. (Rule
123C(3), provided that:

(i) The cancellation or reduction is necessary to correct a legitimate error; and
(ii) Execution of such an MOC or LOC order would cause significant price

dislocation at the close.
(b) Only the DMM assigned to a particular security may request a temporary suspension under section

(9)(a) of this Rule. A determination to declare such a temporary suspension may be made after
4 p.m. (or earlier, in the case of an earlier scheduled close) and will be made on a security-by-
security basis. Such determination, as well as any entry or cancellation of orders or closing of a
security under section (9)(a) of this Rule, must be supervised and approved by either an Executive
Floor Governor or a qualified ICE employee, as defined under Rule 46(b)(v), and supervised by a
qualified Exchange Officer, as defined in NYSE Rule 48(d). Factors that may be considered when
making such a determination include, but are not limited to, when the order(s) that impacted the
imbalance were entered into Exchange systems or orally represented to the DMM, the impact of
such order(s) on the closing price of the security, the volatility of the security during the trading
session, and the ability of the DMM to commit capital to dampen the price dislocation.
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(c) A temporary suspension under section (9)(a) of this Rule is in effect only for the particular security
for which such suspension has been granted and for that trading day.

• • • Supplementary Material: 

.10   Closings may be effectuated manually or electronically (see Rule 104(b)). Exchange systems will not
permit a DMM to close a security electronically if a DMM has manually-entered Floor interest.

If a DMM cannot facilitate the close of trading for one or more securities for which the DMM is registered as
required by Exchange rules, the Exchange will close those securities electronically. Manually-entered Floor
interest will not participate in any closing effectuated electronically by the Exchange and if previously entered,
will be ignored. If the Exchange closes a security, the closing price will be within a specified percentage
(“Closing Numerical Guideline”), as set forth below, greater than or less than the last sale price on the
Exchange (“Reference Price”):

Reference Price

Closing Numerical Guideline (Closing
Price % Difference from the Reference
Price)

Greater than $0.00 up
to and including $25.00 10%
Greater than $25.00 up
to and including $50.00 5%
Greater than $50.00 3%

If the Exchange closes a security,

(a) It will consider all interest to be eligible to trade in the close consistent with Rule 123C(7) and
123C(8)(a), except that interest specified in Rule 123C(7)(a) will not participate in the closing trade if
such interest would cause a closing price to be outside the Closing Numerical Guidelines; and

(b) The provisions of Rules 123C(9)(a)(1) and 123C(9)(b) will be suspended and only the Exchange
may request a temporary suspension under Rule 123C(9)(a)(2).

.20   For purposes of Rule 123C(7)(b), short sale orders for a covered security during a period when a Short
Sale Price Test (as provided for in Rule 440B) is in effect, shall be treated as orders that have tick restrictions.
The term “covered security” shall have the same meaning as such term has in Rule 201 of Regulation SHO.

.30   During a Short Sale Period (as provided for in Rule 440B(d)), Sell Short MOC and LOC orders will not be
included in the Sell side closing volume, as currently provided for in Rule 123C(4)(a)(iv). During a Short Sale
Period, in addition to the interest specified in Rule 123C(4)(a)(vi)(A), all Sell Short MOC and LOC interest
priced equal to or below the last sale price will be included to offset the Buy Imbalance.

.40   If not otherwise specified, when the scheduled close of trading is before 4:00 p.m., the times specified in
this Rule 123C shall be adjusted based on the early scheduled closing time and references to 4:00 p.m. shall
mean the early scheduled close, 3:00 p.m. shall mean one hour before the early scheduled close, 3:50 p.m.
shall mean 10 minutes before the early scheduled close, 3:55 p.m. shall mean five minutes before the early
scheduled close, and 3:58 p.m. shall mean two minutes before the early scheduled close.

Adopted: October 1, 2002, effective August 10, 2002 (NYSE-2002-31).
Amended: September 14, 2005 (NYSE-2005-54); March 29, 2006 (NYSE-2005-86); October 5, 2006 (NYSE-2006-82); November
27, 2006 (NYSE-2006-65); October 31, 2007 (NYSE-2007-96); February 1, 2008 (NYSE-2007-62); March 7, 2008 (NYSE-2008-03);
May 23, 2008 (NYSE-2008-41); October 24, 2008 (NYSE-2008-46); January 22, 2009 (NYSE-2008-119); February 3, 2009
(NYSE-2009-10); March 17, 2009 (NYSE-2009-29); April 13, 2009 (NYSE-2009-18); April 23, 2009 (NYSE-2009-41); June 19, 2009
(NYSE-2009-49); September 1, 2009 (NYSE-2009-85); October 9, 2009 (NYSE-2009-104); December 23, 2009 (NYSE-2009-126);
December 31, 2009 (NYSE-2009-131); February 22, 2010 (NYSE-2010-08); March 1, 2010 (NYSE-2009-111); March 1, 2010
(NYSE-2010-11); March 1, 2010 (NYSE-2010-12); June 4, 2010 (NYSE-2010-42); September 15, 2010 (NYSE-2010-20); December
14, 2010 (NYSE-2010-79); December 14, 2010 (NYSE-2010-75); December 29, 2010 (NYSE-2010-84); February 11, 2011
(NYSE-2011-03); February 25, 2011 (NYSE-2011-06); February 15, 2012 (NYSE-2012-03); August 17, 2012 (NYSE-2012-19);
November 15, 2012 (NYSE-2012-62); November 21, 2012 (NYSE-2012-63); February 7, 2013 (NYSE-2013-12); August 15, 2013
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(NYSE-2013-42); December 16, 2013 (NYSE-2013-79); January 7, 2014 (NYSE-2013-84); May 13, 2014 (NYSE-2014-23); January
6, 2015 (NYSE-2014-73); December 9, 2015 (NYSE-2015-62); December 15, 2015 (NYSE-2015-60); June 8, 2016 (NYSE-2016-18);
August 25, 2016 (NYSE-2016-59); March 26, 2018 (NYSE-2017-36); January 31, 2019 (NYSE-2018-58).
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NYSE Guide, Regulation, Rule 123D., New York
Stock Exchange, Openings and Halts in Trading

Click to open document in a browser

This Rule is not applicable to trading UTP Securities on the Pillar trading platform.

(a)   Openings: Unless otherwise specified, references to an open or opening in paragraph (a) of this Rule
also mean a reopening following a trading halt or pause in a security.

(1) It is the responsibility of each DMM to ensure that registered securities open as close to the
opening bell as possible, and at the end of the halt or pause, while at the same time not unduly
hasty, particularly when at a price disparity from the prior close (for openings) or last price on the
Exchange (for reopenings).

(A) DMMs may open a registered security on a trade or on a quote. A DMM may open a
registered security on a quote when there is no opening trade.

(B) Openings may be effectuated manually or electronically (see Rule 104(b)(ii)). Exchange
systems will not permit a DMM to open a security electronically if a DMM has manually
entered Floor interest.

(i) Except under the conditions set forth in paragraphs (a)(1)(B)(ii) and (iii) of this
Rule, a DMM may not effect an opening electronically if:

(a) the opening (but not reopening) transaction will be at a price more than
4% away from the Official Closing Price, as defined in Rule 123C(1)(e),

(b) the reopening transaction will be at a price more than 4% away from
the last price on the Exchange, or

(c) the matched volume for the opening transaction will be more than:

(1) 150,000 shares for securities with an average opening
volume of 100,000 shares or fewer in the previous calendar
quarter; or

(2) 500,000 shares for securities with an average opening
volume of over 100,000 shares in the previous calendar
quarter.

(ii) If as of 9:00 a.m. Eastern Time, the E-mini S&P 500 Futures are +/- 2% from
the prior day's closing price of the E-mini S&P 500 Futures, or if the Exchange
determines that it is necessary or appropriate for the maintenance of a fair
and orderly market, a DMM may effect an opening electronically if the opening
transaction will be at a price of up to 8% away from the Official Closing Price, as
defined in Rule 123C(1)(e), (for openings, but not reopenings) or the last sale
price on the Exchange (for reopenings), without any volume limitations.

(iii) When reopening a security following a trading pause under Rule 80C or a
market-wide halt under Rule 80B, if a pre-opening indication has been published
in a security under Rule 15, a DMM may not reopen such security electronically
if the reopening transaction will be at a price outside of the lastpublished pre-
opening indication.

(2) If a DMM cannot facilitate the open of trading for one or more securities for which the DMM is
registered as required by Exchange rules, the Exchange will open those securities electronically
on a trade or a quote as provided for in paragraphs (a)(3) – (a)(6) of this Rule. Manually-entered
Floor interest will not participate in any opening effectuated electronically by the Exchange and if
previously entered, will be ignored.
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(3) Opening on a Trade: The Exchange will open a security on a trade if there is buy and sell interest
that can trade a round lot or more at a price that is no greater than or no less than a specified range
(“Opening Price Range”) away from the last sale price on the Exchange (“Reference Price”). The
Exchange will determine the Opening Price Range and the Reference Price parameters from time
to time and will provide advance notice to market participants.

(A) If all interest guaranteed to participate in an opening trade under Rule 115A(a) can trade
at a price consistent with the Opening Price Range, the opening trade will be at the price
at which all such interest can trade.

(B) If there are only Market Orders on both sides of the market, the opening price will be the
Reference Price.

(C) If interest that is otherwise guaranteed to participate in an opening trade under Rule
115A(a) would cause an opening price to be outside the Opening Price Range, such
interest is not guaranteed to participate in the opening trade. In such case, the opening
trade will be at the price at which the maximum volume of shares is tradable that is closest
to the Reference Price and orders will be allocated in the following priority:

(i) Market and MOO Orders will trade first in time priority, provided that, during a
Short Sale Period, sell short Market Orders and MOO Orders will be adjusted
to a Permitted Price and will be considered Limit Orders for purposes of
determining allocation priority.

(ii) Limit Orders (including Reserve Orders) to buy (sell) and e-Quotes (including
Reserve e-Quotes) to buy (sell) priced higher (lower) than the opening price will
trade second on parity by agent under Rule 72(c).

(iii) G-quotes to buy (sell) priced higher (lower) than the opening price will trade third
on parity by agent under Rule 72(c).

(iv) All other limit interest that is priced equal to the opening price will trade last and
be allocated consistent with Rule 115A(a)(1).

(4) Opening on a Quote: The Exchange will open a security on a quote under the following
circumstances:

(A) If interest of less than a round lot pairs off at a price within the Opening Price Range. After
opening on a quote, such interest will trade at the price closest to the Reference Price (or
at the Reference Price if the only interest is Market Orders), but will not be reported as an
opening trade.

(B) If interest of any size pairs off at a price below (above) the lower (upper) boundary of the
Opening Price Range. Such paired-off interest will not trade.

(C) If there is no interest that can be quoted on either or both sides of the market. An opening
quote that has a zero bid and/or a zero offer is not an “Opening Price” for purposes of the
Regulation NMS Plan to Address Extraordinary Market Volatility (See Rule 80C).

(5) Pre-Opening Information: When the Exchange facilitates the opening of a security, it will publish
Order Imbalance Information pursuant to Rule 15(g), but will not issue pre-opening indications
pursuant to Rule 15(a), provided that the Exchange will publish pre-opening indications pursuant to
Rule 15(a) for a re-opening following a regulatory halt.
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(6) Cancellation of Orders: The Exchange will cancel orders after opening on a trade or quote as
follows:

(A) All unexecuted Market Orders, MOO Orders, and LOO Orders will be cancelled.
(B) After an opening on a trade, buy (sell) Limit Orders priced higher (lower) than the opening

price will be cancelled.
(C) If interest would have paired off at a price below (above) the lower (upper) boundary of the

Opening Price Range, after opening on a quote, sell (buy) Limit Orders will be cancelled.

(b)   Delayed Openings. Openings and reopenings should be timely, as well as fair and orderly, reflecting
a professional assessment of market conditions at the time, and appropriate consideration of the balance
of supply and demand as reflected by orders represented in the market. DMMs should, to the best of their
ability, provide timely and impartial information at all phases of the opening process. DMMs should ensure
adequate personnel are assigned and call upon additional clerical and relief DMM resources to assist in
order management and Crowd communication, when appropriate. It is also incumbent upon DMMs to seek
the advice of Floor Officials when openings are delayed or when a halt in trading may be appropriate due to
unusual market conditions.

Brokers should recognize the difficulty in providing accurate information in a constantly changing situation,
and that significant changes are often occasioned by single orders or substantial interests delivered via
Exchange systems. Brokers should make every effort to ascertain the client's interest as early as possible
and to inform the DMM so that such interest can be factored into the opening process. Brokers should
communicate to clients the problems caused by delaying their interest until the last minute. Brokers should
expect to have time to communicate the essential facts to their clients and to react to the changing picture.
They should not expect, however, to be able to delay the opening for every last fragment of this change, and
should recognize their obligation to a timely opening. Once a relatively narrow range of opening possibilities
is given, the broker and his or her client should have sufficient information to enter a final order. In this regard,
brokers should advise their clients against limits which are not firm, or are based solely on where the opening
looked at the time the information was given. Brokers should not expect to be given endless opportunities
to adjust those limits. Whenever possible the broker should have discretion within a range of the client's
interest, and have the power to react to last minute changes without having to go back to the phone. This is
particularly true for orders in amounts that represent a small fraction of the total opening volume, but applies
to all orders. Brokers must recognize that orders or cancellations merely dropped on the counter can be lost
or misplaced, and should hand the order directly to the DMM or his or her assistant and orally state the terms.
Failure to do so could result in a monetary error to the broker as well as the DMM.

Floor Officials participate in the regulatory process by providing an impartial professional assessment of
unusual situations, as well as advice with respect to pricing when a significant disparity in supply and demand
exists. The DMM, however, has ultimate responsibility in this regard, and while a Floor Official's approval may
be a mitigating factor, it will not exonerate a DMM when performance has been deemed not satisfactory.

A DMM should consider the following areas of DMM performance when involved in an unusual market
situation:

• an opening price change that is not in proportion to the size of an imbalance;
• absence of an indication before a large opening price change;
• inadequate support after a large opening price change, i.e., lack of sufficient continuity and depth in

the aftermarket;
• absence of trading without good cause or Floor Official approval (or an unjustified or unreasonably

delayed opening or halt in trading);
• not obtaining appropriate Floor Official approvals for opening delays, trading halts, and wide price

variations.
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In addition, a Floor Official should be consulted as soon as it becomes apparent that an unusual situation
exists, and a Floor Governor should be consulted if it is anticipated that the opening price may be at a
significant disparity from the prior close.

Floor Governors should keep apprised of developments when consulted, and should seek the assistance of
Executive Floor Governors, when appropriate, as soon as possible.

Floor Governors should be prepared to balance the opportunity for brokers to participate in the opening with
the need for timeliness, and should assist in identifying opportunities for opening the security, based upon the
shifting supply and demand in conjunction with appropriate DMM participation.

DMMs should make every effort to balance timeliness with the opportunity for customer reaction and
participation. Although the correct price based on information available at the time is always the goal, DMMs
and supervising Floor Governors should recognize customers' desires for a timely opening. When the DMM
and Floor Governor agree that all participants have had a reasonable opportunity to participate, the DMM
should open the stock.

(c) Temporary Suspension of DMM Automated Opening Limitations or Floor Official Approval.

(1) If the CEO of the Exchange determines that a Floor-wide event is likely to have an impact on the
ability of DMMs to arrange for a fair and orderly opening or reopening following a market-wide
trading halt at the Exchange and that, absent relief, the operation of the Exchange is likely to be
impaired, the CEO of the Exchange may temporarily suspend:

(A) the prohibition on a DMM opening a security electronically if the opening transaction will
be more than the price or volume parameters specified in paragraph (a)(1)(B) of this Rule;
or

(B) the need under paragraph (b) of this Rule, for prior Floor Official approval to open or
reopen a security following a market-wide trading halt.

(2) In determining whether to temporarily suspend the specified paragraphs of Rule 123D, the CEO of
the Exchange will:

(A) consider the facts and circumstances that are likely to have Floor-wide impact for a
particular trading session, including volatility in the previous day's trading session, trading
in foreign markets before the open, substantial activity in the futures market before
the open, the volume of pre-opening indications of interest, evidence of pre-opening
significant order imbalances across the market, government announcements, news and
corporate events, and such other market conditions that could impact Floor-wide trading
conditions;

(B) notify the Chief Regulatory Officer of the Exchange; and
(C) inform the Securities and Exchange Commission staff as promptly as practicable of the

temporary suspension.
(3) A temporary suspension under this Rule will be in effect for the trading day on which it was declared

only.

(d)   Initial Listing Regulatory Halt. The Exchange may declare a regulatory halt in a security that is the
subject of an initial pricing on the Exchange of a security that has not been listed on a national securities
exchange or traded in the over-the-counter market pursuant to FINRA Form 211 immediately prior to the
initial pricing. This regulatory halt will be terminated when the DMM opens the security.

(e)   Equipment Changeover.—The Exchange has established a non-regulatory trading halt condition
designated as "Equipment Changeover".

This condition may be used when trading in a particular security is temporarily inhibited due to a systems,
equipment or communications facility problem or for other technical reasons.
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In making a determination on whether to halt trading in a security because of an "Equipment Changeover"
condition, it is important to keep in mind that once halted, trading cannot be resumed for at least one minute
even though, in many cases, the systems or equipment problem may be corrected in a much shorter period
of time. Further, if, during the "Equipment Changeover" trading halt, a pre-opening indication would be
required to be published or a regulatory condition occurs, the nature of the halt will be changed, notice must
be disseminated and trading cannot resume until three minutes after the first indication after the new halt
condition. This factor should be taken into consideration along with market condition factors in making a
determination on whether to declare an official trading halt.

All other policies relating to nonregulatory halts would apply including price indications.

(f)   Dissemination of Net Asset Value—With respect to Investment Company Units (described in Rule
1100), Trust Issued Receipts (described in Rule 1200), Currency Trust Shares (described in Rule 1300A),
and Commodity Trust Shares (described in Rule 1300B) listed on the Exchange, if the Exchange becomes
aware that the Net Asset Value (“NAV”) is not being disseminated to all market participants at the same time,
it will halt trading in the affected securities on the Exchange until such time as the NAV is available to all
market participants.

Adopted: October 1, 2002, effective August 10, 2002 (NYSE-2002-31).
Amended: December 30, 2002 (NYSE-2002-39); March 1, 2004 (NYSE-2004-02); February 27, 2006, effective March 8, 2006
(NYSE-2005-77); September 28, 2006 (NYSE-2006-49); March 5, 2007 (NYSE-2007-25); March 20, 2007 (NYSE-2006-37); March
27, 2007 (NYSE-2007-30); October 1, 2007 (NYSE-2007-92); December 21, 2007 (NYSE-2007-117); June 27, 2008 (NYSE-2008-53);
July 7, 2008 (NYSE-2008-39); October 24, 2008 (NYSE-2008-46); November 13, 2008 (NYSE-2008-117); January 22, 2009
(NYSE-2008-119); March 17, 2009 (NYSE-2009-29); September 1, 2009 (NYSE-2009-85); February 11, 2011 (NYSE-2011-03); July
3, 2012 (NYSE-2012-20); February 7, 2013 (NYSE-2013-12); August 26, 2014 (NYSE-2014-44); October 28, 2015 (NYSE-2015-49);
December 15, 2015 (NYSE-2015-60); July 5, 2016 (NYSE-2016-24); August 9, 2016 (NYSE-2016-53); December 21, 2016
(NYSE-2016-86); February 2, 2018 (NYSE-2017-30); March 26, 2018 (NYSE-2017-36).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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(a) No DMM unit shall complete a "proposed combination" (as defined below in paragraph (b) of this rule)
with one or more other DMM units unless the combination has been approved by the Exchange.

(b) For purposes of this rule, a "proposed combination" means:

(1) a transaction in which two or more DMM units agree to merge or otherwise combine their
businesses, with the result that the total number of existing independent DMM units will be
reduced;

(2) two or more DMM units agree to combine their businesses with the result that the existing
number of DMM units will not be reduced, but one or more of the surviving units is
substantially reduced in size; or

(3) a DMM unit merges or otherwise combines with a non-DMM business resulting in a change of
control of the existing DMM unit.

(c) Proponents of a DMM unit combination must make a written submission to the Office of the Corporate
Secretary of the Exchange, discussing all the factors for review pursuant to subparagraph (d) below.
The written submission should also address and discuss:

(1) performance in any securities received through previous combinations or transfers of
registrations during the preceding two years;

(2) whether the resulting DMM unit will maintain staffing adequate to the needs of the market
place;

(3) whether the proposed combined unit will have a real-time surveillance system that monitors
DMM trading and uses exception alerts to detect unusual trades or trading patterns; and

(4) whether the proposed combined unit will have disaster recovery facilities for its computer
network and software;

(5) whether it has designated specific individuals to handle unusual situations on the Floor (if so,
the names of the individuals);

(6) whether the combined unit will employ a "zone" or other management system on the Floor
(with identification of the names of the individuals and their specific responsibilities, as
applicable); and

(7) whether the combined unit will designate a senior staff member to be responsible for
reviewing DMM performance data, with specific procedures for correcting any deficiencies
identified.
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(d) The Exchange will consider the following criteria in its review of a proposed combination:

(1) ) the ability of the DMM unit or units resulting from the transaction to comply with NYSE rules,
including, without limitation, the provision of Rule 98; Rule 103; Rule 103B, Section II; and
Rule 104;

(2) whether the proposed combination minimizes both the potential for financial failure and the
negative consequences of any such failure on the DMM system as a whole;

(3) whether the proposed combination maintains or increases operational efficiencies;
(4) the surviving DMM unit’s commitment to the Exchange market, including but not limited to

whether the constituent DMM units:

(A) work to support, strengthen and advance the Exchange, its market and its
competitiveness in relation to other markets;

(B) participate upon request in the Exchange's marketing seminars, sales calls and
other marketing initiatives seeking to attract order flow and new listings;

(C) accept innovations in order-routing and other trade-support systems and willingness
to make optimal use of the systems once they become fully operational;

(D) assist other units by providing capital and personnel in unusual market situations,
such as "breakouts" and difficult openings;

(E) engage in efforts to streamline the efficiency of its own operations and its
competitive posture; and

(5) The effect of the proposed combination on overall concentration of DMM units.
(e) Where a proposed combination involves an organization that is not a DMM unit, consideration shall

entail an assessment of whether the organization will work to support, strengthen and advance the
Exchange, and its competitiveness in relation to other markets.

(f) The Exchange shall approve or disapprove a proposed combination within ten (10) business days
based on its assessment of the criteria pursuant to subparagraph (d) above and, in the case of a
proposed combination involving a non-DMM unit, its assessment of the additional criteria pursuant
to subparagraph (e) above. The Exchange reserves the right to extend its review process if the
information submitted by the proponents of the DMM combination is inadequate or requires additional
time to review in order for the Exchange to reach a decision.

(1) The Exchange shall approve a proposed combination if the proposed combination satisfies
the criteria set forth in Rule 123E(d)(1)-(5) and if the Exchange determines that the proposed
combination would:

(A) not create or foster concentration in the DMM business detrimental to the Exchange
and its markets;

(B) foster competition among DMM units; and
(C) enhance the performance of the constituent DMM unit and the quality of the

markets in the securities involved.
(g) The Exchange may condition its approval upon compliance by the resulting DMM unit with any steps

the Exchange may specify to address any concerns it may have in regard to considerations of the
above criteria.

(h) In any instance where the Exchange does not approve a proposed DMM combination, the proponents
of such proposed combination have a right to have such decision reviewed by the Exchange's Board of
Directors.

Adopted: October 1, 2002 effective August 10, 2002 (NYSE-2002-31).
Amended: May 2, 2003 (2002-41); July 25, 2006 (NYSE-2005-38); October 24, 2008 (NYSE-2008-46); October 24, 2008
(NYSE-2008-52); December 10, 2008 (NYSE-2008-127); February 11, 2009 (NYSE-2009-07).
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Reserved.

Adopted: October 26, 2005 (NYSE-2005-62).
Amended: July 26, 2010 (NYSE-2010-54).
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(a) The Exchange will conduct a Midday Auction in Exchange-listed securities that have a consolidated average
daily trading volume of 1,000,000 shares or less and have been designated by the Exchange (“Midday Auction
Stocks”), as specified below.

(1) The Exchange will update the list of Midday Auction Stocks at least quarterly.
(2) The Exchange will not conduct a Midday Auction on trading days on which the Exchange is scheduled

to close before 4:00 p.m. ET or if the stock is halted, paused, suspended, or not opened for trading at
the time of the Midday Auction.

(3) The Exchange will conduct one Midday Auction in each Midday Auction Stock per trading day.

(b) Midday Auction Pause. At a time specified by the Exchange between 11 a.m. ET and 2 p.m. ET, the
Exchange will pause trading in Midday Auction Stocks on the Exchange for five minutes by suspending
automatic executions and publishing a zero quote. During the Midday Auction Pause, the Exchange will take the
following actions:

(1) maintain resting orders on the Exchange’s book that are eligible to participate in the Midday Auction;
(2) accept new orders that are eligible to participate in the Midday Auction, including Market-on-Open

(“MOO”) and Limit-on-Open (“LOO”) Orders;
(3) cancel resting and arriving Non-Displayed Reserve Orders and Non- Display Reserve e-Quotes, which

are not eligible to participate in the Midday Auction;
(4) accept and process cancellations of new and resting orders;
(5) continue to re-price sell short orders, including MOO and LOO orders, consistent with Rule 440B(e);
(6) continue to re-price and/or cancel orders eligible to participate in the Midday Auction, including MOO

and LOO Orders, consistent with Rule 80C(a)(5);
(7) publish Order Imbalance Information, as defined in Rule 15(c), approximately every five seconds until

the Midday Auction Stock reopens;
(8) cancel resting and arriving orders designated to cancel at the start of the Midday Auction Pause; and
(9) route orders designated to route if the order becomes locked or crossed by an away market quote. The

returned quantity of a routed order would also route.

(c) At the end of the Midday Auction Pause, the Exchange will conduct the Midday Auction by re-opening the
Midday Auction Stocks at a single price in the same manner as in Rule 123D for reopenings, with the following
exceptions:

(1) A pre-opening indication may be published during a Midday Auction Pause. Prior Floor Official approval
is not required before publishing a pre-opening indication. If a pre-opening indication is published, it
does not need to be updated before the Midday Auction and the Midday Auction may occur outside
of any prior indication. A Midday Auction is not subject to the requirements that (i) a minimum of three
minutes must elapse between the first preopening indication and the Midday Auction, or (ii) if more
than one pre-Opening indication is published, a minimum of one minute must elapse before the Midday
Auction; and

(2) The Midday Auction will not execute at a price outside of the Price Bands, as provided for in Rule
80C(a)(4), or the Trading Collars, as provided for in Rule 1000(c)(i), whichever is lower (for a buy
imbalance) or higher (for a sell imbalance).

(d) Orders will participate in the Midday Auction in the same manner that such orders would participate in
openings or reopenings. Orders that are not eligible to participate in openings or reopenings pursuant to
Exchange rules will not participate in the Midday Auction.
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(e) If there is a significant imbalance in a Midday Auction Stock at the end of the Midday Auction Pause, with
the approval of a Floor Governor or two Floor Officials, the Midday Auction Pause may be converted to an order
imbalance halt. If a Midday Auction Pause is converted to an order imbalance halt, orders re-priced pursuant to
section (b)(4) and (5) of this Rule will be re-filed according to the original instructions of the order and the security
will be reopened pursuant to the procedures set forth in Rule 123D.

Adopted: May 22, 2015 (NYSE-2015-06).
Amendment: July 5, 2016 (NYSE-2016-24).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

420

http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, Rule 125., New
York Stock Exchange, Odd-Lot Differential

Click to open document in a browser

Rescinded October 16, 1975, effective October 20, 1975.
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Income and expense report—Each registered odd-lot dealer, not currently required to do so under Rule 425,
shall file an income and expense report and additional information in the type, form, manner and time prescribed
by the Exchange.

Adopted: June 16, 1966.
Amended: May 20, 1976.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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This Rule is not applicable to trading UTP Securities on the Pillar trading platform.

(a)   A member organization that receives an order or orders for the purchase or sale of a block of stock,
that may not readily be absorbed by the market, should explore in depth the market on the Floor. Unless
professional judgment dictates otherwise, this should include checking with the DMM to ascertain the extent
of the DMM's interest in participating at an indicated price or prices. The DMM should maintain the same
depth and normal variations between sales as he or she would had he or she not learned of the block.

(b)   A member organization that has a block of stock it intends to cross on the Floor at a specific clean-up
price outside the current quotation may, when ready to effect the cross, proceed in the manner described
below.
 

(i)   The member organization should inform the DMM of its intention to cross a block at a specific price.
There should not be any intervening trades other than transactions required to effect the block cross as
required herein by the member organization representing the block order between the time it informs the
DMM of its intention and the trade or trades to clean-up the block.

(ii)   In order to effect a block cross at a clean-up price outside the current quotation pursuant to this
paragraph (b), the member organization must: (a) trade with the Exchange best bid (offer), including all
reserve interest at that price; (b) trade with all orders in the Display Book® system limited to prices better
than the block clean-up price, including Floor Brokers’ e-Quotes at a price that is the minimum variation
(typically, one cent) better than the block clean-up price, and (c) crossing the block orders at the specified
clean-up price. The block shall be entitled to priority at the clean-up price.

(c) Member Organization Positioning. This paragraph shall apply to block transactions in which all or a part
of one side of the block is for a member or member organization's own account.
 

(1)   Establishing or increasing a position. If all or any portion of the block will establish or increase the
member organization's position, the member organization representing the block orders must: (a) trade
with the Exchange best bid (offer), including all reserve interest at that price and (b) crossing the block
orders at the specified clean-up price. The member organization must fill at the clean-up price orders
limited to the clean-up price or better before any amount may be retained for the member organization's
account.

(2)   Liquidating position. A member organization which is covering a short position or liquidating a long
position must: (a) trade with the Exchange best bid (offer), including all reserve interest at that price; (b)
trade with all orders in the Display Book® system limited to prices better than the block clean-up price,
including Floor Brokers’ e-Quotes at a price that is the minimum variation (typically, one cent) better than
the block clean-up price, and (c) crossing the block orders at the specified clean-up price. The member
organization is not required to fill at the clean-up price orders limited to the clean-up price.

(d) Reasonable Needs of the DMM
(1)   After exploring the market and consulting with the DMM, the member organization should be
prepared to fill the needs of the DMM in accordance with that conversation. The DMM cannot increase
the amount which he or she initially indicated unless the member organization agrees or the market has
changed substantially.
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(2)   If the member organization does not consult with the DMM, the member organization should make
a professional estimate of the probable needs of the DMM and reserve an appropriate amount to fill such
needs.

(3)   If the DMM and the member organization representing the block orders disagree as to the extent of
the needs of the DMM, they should consult with a Floor Official. As appropriate, it may be necessary for
the DMM to trade with the offer side of the cross to ensure that his or her reasonable needs in maintaining
an aftermarket are satisfied.

(e)   The requirements of Rule 76 will not apply to executions made in accordance with this rule.

• • • Supplementary Material: 

.10   Definition of a Block.—For the purposes of this Rule, a block shall be at least 10,000 shares or a
quantity of stock having a market value of $200,000 or more, whichever is less, which is acquired by a
member organization on its own behalf and/or for others from one or more buyers or sellers in a single
transaction.

(See also Rules 79A.30 and 97.)

Adopted: June 15, 1972.
Amended: February 10, 1976; effective March 3, 1976; December 15, 1994; June 18, 1997; August 1, 1997; October 5, 2006
(NYSE-2006-82); November 30, 2006 (NYSE-2006-73); October 24, 2008 (NYSE-2008-46); February 18, 2009 (NYSE-2009-13);
March 22, 2010 (NYSE-2010-24); March 26, 2018 (NYSE-2017-36).
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This Rule is not applicable to trading UTP Securities on the Pillar trading platform.

The provisions of paragraphs (c), (e)(2), (f), and (g) of this Rule, as amended on September 10, 2010, and
the provisions of paragraphs (i) through (k), shall be in effect during a pilot period that expires at the close of
business on October 18, 2019. If the pilot period is not either extended or approved as permanent, the prior
versions of sections (c), (e)(2), (f), and (g) shall be in effect, and the provisions of paragraphs (i) through (k) shall
be null and void.

(a)   Definition. For purposes of this Rule, the terms of a transaction executed on the Exchange are "clearly
erroneous" when there is an obvious error in any term, such as price, number of shares or other unit of
trading, or identification of the security. A transaction that is clearly erroneous and cancelled by both parties
or determined by the Exchange to be clearly erroneous will be removed from the Consolidated Tape.
Executions as a result of a reopening transaction are not eligible for a request to review as clearly erroneous
under paragraph (b) of this Rule.

(b)   Request and Timing of Review. A member or member organization of the Exchange that receives an
execution on an order that was submitted erroneously to the Exchange for its own or customer account may
request that the Exchange review the transaction under this Rule. An Officer of the Exchange or such other
senior level employee designee of the Exchange ("Officer") shall review the transaction under dispute and
determine whether it is clearly erroneous, with a view toward maintaining a fair and orderly market and the
protection of investors and the public interest. Such request for review shall be made in writing via e-mail or
other electronic means specified from time to time by the Exchange in a circular distributed to members or
member organizations or in person on the Floor of the Exchange.

(i) Requests for Review. Requests for review must be received within thirty (30) minutes of execution
time and shall include information concerning the time of the transaction(s), security symbol(s),
number of shares, price(s), side (bought or sold), and factual basis for believing that the trade is
clearly erroneous. Upon receipt of a timely filed request that satisfies the numerical guidelines set
forth in Section (c)(1) of this Rule, the counterparty to the trade shall be notified by the Exchange
as soon as practicable, but generally within thirty (30) minutes. An Officer may request additional
supporting written information to aid in the resolution of the matter. If requested, each party to
the transaction shall provide, within thirty (30) minutes of the request, any supporting written
information. Each party to the disputed trade may request the supporting written information
provided by the other party on the matter.

(ii) Routed Executions. Other market centers will generally have an additional thirty (30) minutes from
receipt of their participant’s timely filing, but no longer than sixty (60) minutes from the time of the
execution at issue, to file with the Exchange for review of transactions routed to the Exchange from
that market center and executed on the Exchange.

(c)   Thresholds.  Determinations of a clearly erroneous execution will be made as follows:
(1) Numerical Guidelines. Subject to the provisions of paragraph (c)(3) below, a transaction executed

during the regular trading hours of the Exchange and after hours of the Exchange shall be found to
be clearly erroneous if the price of the transaction to buy (sell) that is the subject of the complaint
is greater than (less than) the Reference Price by an amount that equals or exceeds the Numerical
Guidelines set forth below. The execution time of the transaction under review determines whether
the Numerical Guideline applied is the Regular Trading Hours or the After Hours of the Exchange.
The Reference Price will be equal to the consolidated last sale immediately prior to the execution(s)
under review except for: A) Multi-Stock Events involving twenty or more securities, as described in
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(c)(2) below; (B) in other circumstances, such as, for example, relevant news impacting a security
or securities, periods of extreme market volatility, sustained illiquidity, or widespread system issues,
where use of a different Reference Price is necessary for the maintenance of a fair and orderly
market and the protection of investors and the public interest.

 

Reference Price,
Circumstance or
Product

Regular Trading Hours of the
Exchange Numerical Guide-
lines (Subject transaction’s %
difference from the Reference
Price):

After Hours of the Exchange
Numerical Guidelines (Sub-
ject transaction’s % differ-
ence from the Reference
Price):

 

Greater than $0.00 up to and
including $25.00

10% 20%

 

Greater than $25.00 up to
and including $50.00

5% 10%

 

Greater than $50.00 3% 6%
 

Multi-Stock Event – Filings
involving five or more but less
than twenty, securities whose
executions occurred within a
period of five minutes or less

10% 10%

 

Multi-Stock Event – Filings
involving twenty or more
securities whose executions
occurred within a period of five
minutes or less

30%, subject to the terms of
paragraph (c)(2) below

30%, subject to the terms of
paragraph (c)(2) below

 

Leveraged ETF/ETN securities Regular Trading Hours of the
Exchange Numerical Guidelines
multiplied by the leverage
multiplier (ie. 2x)

Regular Trading Hours of the
Exchange Numerical Guidelines
multiplied by the leverage
multiplier (ie. 2x)

 

(2) Multi-Stock Events Involving Twenty or More Securities. During Multi-Stock Events involving twenty
or more securities the number of affected transactions may be such that immediate finality is
necessary to maintain a fair and orderly market and to protect investors and the public interest.
In such circumstances, the Exchange may use a Reference Price other than consolidated last
sale. To ensure consistent application across market centers when this paragraph is invoked,
the Exchange will promptly coordinate with the other market centers to determine the appropriate
review period, which may be greater than the period of five minutes or less that triggered application
of this paragraph, as well as select one or more specific points in time prior to the transactions in
question and use transaction prices at or immediately prior to the one or more specific points in
time selected as the Reference Price. The Exchange will nullify as clearly erroneous all transactions
that are at prices equal to or greater than 30% away from the Reference Price in each affected
security during the review period selected by the Exchange and other markets consistent with this
paragraph.

(3) Additional Factors. Except in the context of a Multi-Stock Event involving five or more securities, an
Officer may also consider additional factors to determine whether an execution is clearly erroneous,
including but not limited to, system malfunctions or disruptions, volume and volatility for the security,
derivative securities products that correspond to greater than 100% in the direction of a tracking
index, news released for the security, whether trading in the security was recently halted/resumed,
whether the security is an IPO, whether the security was subject to a stock-split, reorganization, or
other corporate action, overall market conditions, Opening and Late Session executions, validity
of the consolidated tapes trades and quotes, consideration of primary market indications, Depth
Guidelines and executions inconsistent with the trading pattern in the stock. Each additional factor
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shall be considered with a view toward maintaining a fair and orderly market and the protection of
investors and the public interest.

(d)   Outlier Transactions.  In the case of an Outlier Transaction, an Officer may at its sole discretion, and
on a case-by-case basis, consider requests received pursuant to subsection (b) of this Rule after thirty (30)
minutes, but not longer than sixty (60) minutes after the transaction in question, depending on the facts and
circumstances surrounding such request.

(1) "Outlier Transaction" means a transaction where:

(A) the execution price of the security is greater than three times (3x) the current Numerical
Guidelines set forth in Paragraph (c)(1) of this Section, or

(B) the execution price of the security in question is not within the Outlier Transaction
parameters set forth in Paragraph (d)(1)(A) of the Section but breaches the 52-week high
or 52-week low, the Exchange may consider Additional Factors as outlined in Paragraph
(c)(3) above, in determining if the transaction qualifies for further review or if the Exchange
shall decline to act.

(e)   Review Procedures.
 

(1)   Determination by Officer. Unless all parties to the disputed transaction agree to withdraw the initial
request for review, the transaction under dispute shall be reviewed, and a determination shall be rendered
by the Officer. If the Officer determines that the transaction is not clearly erroneous, the Officer shall
decline to take any action in connection with the completed trade. In the event that the Officer determines
that the transaction(s) in dispute is clearly erroneous, the Officer shall either: (i) declare the transaction(s)
null and void, or (ii) if such transaction(s) occurred only on the Exchange and no contemporaneous
transactions occurred on other market centers at a price that meets or exceeds the applicable Numerical
Guidelines and if the Exchange has no actual knowledge of a clearly erroneous execution review of a
contemporaneous transaction of the subject security on another market center, modify one or more of the
terms of the transaction to achieve an equitable rectification of the error that would place the parties in the
same position, or as close as possible to the same position that they would have been in, had the error not
occurred. A determination shall be made generally within thirty (30) minutes of receipt of the complaint, but
in no case later than the open of the Regular Trading Hours of the Exchange on the following trading day.
The parties shall be promptly notified of the determination.

(2)   Appeals. If an member or member organization affected by a determination made under this Rule
so requests within the time permitted below, the Clearly Erroneous Execution Panel ("CEE Panel") will
review decisions made by the Officer under this Rule, including whether a clearly erroneous execution
occurred and whether the correct adjustment was made; provided however that the CEE Panel will not
review decisions made by an Officer under subsection (f) of this Rule if such Officer also determines under
subsection (f) of this Rule that the number of the affected transactions is such that immediate finality is
necessary to maintain a fair and orderly market and to protect investors and the public interest, and further
provided that with respect to rulings made in conjunction with one or more additional market centers, the
number of the affected transactions is similarly such that immediate finality is necessary to maintain a fair
and orderly market and to protect investors and the public interest and, hence, are also non-appealable.
 

(A)   The CEE Panel will consist of the NYSE’s Chief Regulatory Officer ("CRO"), or a designee of the
CRO, and representatives from two (2) member or member organizations of the Exchange.

(B)   The Exchange shall designate at least ten (10) member or member organization representatives
to be called upon to serve on the CEE Panel as needed. In no case shall a CEE Panel include a
person affiliated with a party to the trade in question. To the extent reasonably possible, the Exchange
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shall call upon the designated representatives to participate on a CEE Panel on an equally frequent
basis.

(3)   A request for review on appeal must be made via e-mail within thirty (30) minutes after the party
making the appeal is given notification of the initial determination being appealed, except that an
Exchange member who trades on the Floor of the Exchange may submit a request for appeal of an initial
determination in person on the Floor of the Exchange. The CEE Panel shall review the facts and render a
decision as soon as practicable, but generally on the same trading day as the execution(s) under review.
On requests for appeal received between 3:00 ET and the close of after hours trading, a decision will
be rendered as soon as practicable, but in no case later than the trading day following the date of the
execution under review.

(4)   The CEE Panel may overturn or modify an action taken by the Officer under this Rule. All
determinations by the CEE Panel shall constitute final action by the Exchange on the matter at issue.

(5)   If the CEE Panel votes to uphold the decision made pursuant to Rule 128(e)(1), the Exchange will
assess a $500.00 fee against the Exchange member(s) or member organization(s) who initiated the
request for appeal.

(6)   Any determination by an Officer or by the CEE Panel shall be rendered without prejudice as to the
rights of the parties to the transaction to submit their dispute to arbitration.

(f)   System Disruption or Malfunctions. In the event of any disruption or a malfunction in the operation of
any electronic communications and trading facilities of the Exchange in which the nullification or modification
of transactions may be necessary for the maintenance of a fair and orderly market or the protection of
investors and the public interest exist, the Officer, on his or her own motion, may review such transactions
and declare such transactions arising out of the operation of such facilities during such period either:
(i) null and void or, (ii) if such transaction(s) occurred only on the Exchange and no contemporaneous
transactions occurred on other market centers at a price that meets or exceeds the applicable Numerical
Guidelines and if the Exchange has no actual knowledge of a clearly erroneous execution review of a
contemporaneous transaction of the subject security on another market center, modify one or more of the
terms of the transaction to achieve an equitable rectification of the error that would place the parties in the
same position, or as close as possible to the same position that they would have been in, had the error not
occurred. In all such events, the Officer will rely on the provisions of Section (c)(1)–(3) of this Rule, but in
extraordinary circumstances may also use a lower Numerical Guideline if necessary to maintain a fair and
orderly market, protect investors and the public interest. Absent extraordinary circumstances, any such
action of the Officer pursuant to this subsection (f) shall be taken within thirty (30) minutes of detection of
the erroneous transaction. When extraordinary circumstances exist, any such action of the Officer must be
taken by no later than the start of the regular trading hours of the Exchange the day following the date of
execution(s) under review. Each Exchange member or member organization involved in the transaction shall
be notified as soon as practicable, and the member or member organization aggrieved by the action may
appeal such action in accordance with the provisions of subsection (e)(2)-(4).

(g)   Officer Acting On Own Motion. An Officer acting on its own motion, may review potentially erroneous
executions that occur on the Exchange and may decline to take any action in connection with the completed
transaction(s) or shall either: (i) declare such transaction(s) null and void or, (ii) if such transaction(s) occurred
only on the Exchange and no contemporaneous transactions occurred on other market centers at a price
that meets or exceeds the applicable Numerical Guidelines and if the Exchange has no actual knowledge of
a clearly erroneous execution review of a contemporaneous transaction of the subject security on another
market center, modify one or more of the terms of the transaction to achieve an equitable rectification of the
error that would place the parties in the same position, or as close as possible to the same position that they
would have been in, had the error not occurred. In all such events, the Officer will rely on the provisions of
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Sections (c)(1)–(3) of this Rule. Absent extraordinary circumstances, any such action of the Officer shall be
taken in a timely fashion, generally within thirty (30) minutes of the detection of the erroneous transaction.
When extraordinary circumstances exist, any such action of the Officer must be taken by no later than the
start of the Regular Trading Hours of the Exchange on the trading day following the date of execution(s)
under review. When such action is taken independently, each party involved in the transaction shall be
notified as soon as practicable by the Exchange, and the party aggrieved by the action may appeal such
action in accordance with the provisions of subsection (e)(2)-(4) above.

(h)   Trade Nullification and Price Adjustments for UTP Securities that are Subject of Initial Public
Offerings ("IPOs"). Pursuant to SEC Rule 12f-2, as amended, the Exchange may extend unlisted trading
privileges to a security that is the subject of an initial public offering when at least one transaction in the
subject security has been effected on the national securities exchange or association upon which the security
is listed and the transaction has been reported pursuant to an effective transaction reporting plan. A clearly
erroneous execution may be deemed to have occurred in the opening transaction of the subject security if
the execution price of the opening transaction on the Exchange is the lesser of $1.00 or 10% away from the
opening price on the listing exchange or association. In such circumstances, the Officer shall decline to take
action in connection with the completed transaction(s), declare the opening transaction null and void or if
such transaction(s) occurred only on the Exchange and no contemporaneous transactions occurred on other
market centers at a price that meets or exceeds the applicable Numerical Guidelines and if the Exchange
has no actual knowledge of a clearly erroneous execution review of a contemporaneous transaction of the
subject security on another market center, adjust the transaction price to the opening price on the listing
exchange or association. Clearly erroneous executions of subsequent transactions of the subject security will
be reviewed in the same manner as the procedure set forth in (e)(1). Absent extraordinary circumstances,
any such action of the Officer pursuant to this subsection (h) shall be taken in a timely fashion, generally
within thirty (30) minutes of the detection of the erroneous transaction. When extraordinary circumstances
exist, any such action of the Officer must be taken by no later than the start of the regular trading hours of the
Exchange on the day following the date of execution(s) under review. Each party involved in the transaction
shall be notified as soon as practicable by the Exchange, and the party aggrieved by the action may appeal
such action in accordance with the provisions of subsection (e)(2)-(4) above.

(i)   Securities Subject to Limit Up-Limit Down Plan. For purposes of this paragraph, the phrase “Limit Up-
Limit Down Plan” or “Plan” shall mean the Plan to Address Extraordinary Market Volatility Pursuant to Rule
608 of Regulation NMS under the Act. The provisions of paragraphs (a) through (h) above and (j) through
(k) below shall govern all Exchange transactions, including transactions in securities subject to the Plan,
other than as set forth in this paragraph (i). If as a result of an Exchange technology or systems issue any
transaction occurs outside of the applicable price bands disseminated pursuant to the Plan, an Officer of
the Exchange or senior level employee designee, acting on his or her own motion or at the request of a
third party, shall review and declare any such trades null and void. Absent extraordinary circumstances, any
such action of the Officer of the Exchange or other senior level employee designee shall be taken in a timely
fashion, generally within thirty (30) minutes of the detection of the erroneous transaction. When extraordinary
circumstances exist, any such action of the Officer of the Exchange or other senior level employee designee
must be taken by no later than the start of regular trading hours on the trading day following the date on which
the execution(s) under review occurred. Each Member involved in the transaction shall be notified as soon
as practicable by the Exchange, and the party aggrieved by the action may appeal such action in accordance
with the provisions of paragraph (e)(2) above. In the event that a single plan processor experiences a
technology or systems issue that prevents the dissemination of price bands, the Exchange will make the
determination of whether to nullify transactions based on paragraphs (a) through (h) above and (j) through (k)
below.

(j)   Multi-Day Event.  A series of transactions in a particular security on one or more trading days may be
viewed as one event if all such transactions were effected based on the same fundamentally incorrect or
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grossly misinterpreted issuance information resulting in a severe valuation error for all such transactions (the
“Event”). An Officer, acting on his or her own motion, shall take action to declare all transactions that occurred
during the Event null and void not later than the start of trading on the day following the last transaction
in the Event. If trading in the security is halted before the valuation error is corrected, an Officer shall take
action to declare all transactions that occurred during the Event null and void prior to the resumption of
trading. Notwithstanding the foregoing, no action can be taken pursuant to this paragraph with respect to
any transactions that have reached settlement date or that result from an initial public offering of a security.
To the extent transactions related to an Event occur on one or more other market centers, the Exchange
will promptly coordinate with such other market center(s) to ensure consistent treatment of the transactions
related to the Event, if practicable. Any action taken in connection with this paragraph will be taken without
regard to the Numerical Guidelines set forth in this Rule. Each member or member organization involved in a
transaction subject to this paragraph shall be notified as soon as practicable by the Exchange, and the party
aggrieved by the action may appeal such action in accordance with the provisions of paragraph (e)(2) above.

(k)   Trading Halts. In the event of any disruption or malfunction in the operation of the electronic
communications and trading facilities of the Exchange, another market center or responsible single plan
processor in connection with the transmittal or receipt of a regulatory trading halt, suspension or pause,
an Officer, acting on his or her own motion, shall nullify any transaction in a security that occurs after the
primary listing market for such security declares a regulatory trading halt, suspension or pause with respect
to such security and before such regulatory trading halt, suspension or pause with respect to such security
has officially ended according to the primary listing market. In addition, in the event a regulatory trading halt,
suspension or pause is declared, then prematurely lifted in error and is then re-instituted, an Officer shall
nullify transactions that occur before the official, final end of the halt, suspension or pause according to the
primary listing market. Any action taken in connection with this paragraph shall be taken in a timely fashion,
generally within thirty (30) minutes of the detection of the erroneous transaction and in no circumstances later
than the start of regular trading hours on the trading day following the date of execution(s) under review. Any
action taken in connection with this paragraph will be taken without regard to the Numerical Guidelines set
forth in this Rule. Each member or member organization involved in a transaction subject to this paragraph
shall be notified as soon as practicable by the Exchange, and the party aggrieved by the action may appeal
such action in accordance with the provisions of paragraph (e)(2) above.

Adopted: February 13, 2008 (NYSE-2008-09).

Amended: October 2, 2009 (NYSE-2009-103); September 10, 2010 (NYSE-2010-47); December 9, 2010 (NYSE-2010-80); April
7, 2011 (NYSE-2011-17); August 9, 2011 (NYSE-2011-41); August 11, 2011 (NYSE-2011-42); January 11, 2012 (NYSE-2011-69);
August 1, 2012 (NYSE-2012-32); February 1, 2013 (NYSE-2013-11); September 26, 2013 (NYSE-2013-65); March 27, 2014
(NYSE-2014-17); June 19, 2014 (NYSE-2014-22); January 15, 2015 (NYSE-2015-01); October 16, 2017 (NYSE-2017-51); March 26,
2018 (NYSE-2017-36); April 5, 2019 (NYSE-2019-17).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, Rule 128A., New York
Stock Exchange, Publication of Transactions

Click to open document in a browser

Except for manual transactions pursuant to Rule 76, this Rule is not applicable to trading UTP Securities on the
Pillar trading platform.

• • • Supplementary Material: 

.10   Duty of seller.—It is the duty of the seller to report the sale of a security in such manner as to facilitate
the printing of the trade on the tape. Members should promptly call the attention of the appropriate person(s)
to any error on or omission from the tape.

.11   Price not in dispute.—The publication of a transaction on the tape may not be objected to if the price at
which it was made is not in dispute.

.13   Registered as to principal.—Transactions in bonds registered as to principal must be published on the

tape and "sales sheet," *   designated "Registered as to Principal."

.16   "Stopped" Securities.—Transactions in "stopped" securities shall be published on the tape and in
the "sales sheet" * in sequence and included in the volume for the day. If a member so requests, such
transactions shall be designated on the tape with the symbol "ST". A trade so designated is considered to be
outside the regular bidding and offering rules and only the grantor of the "stop" and the broker who has been
"stopped" may participate in such trade.

Amended: Effective March 14, 1967; February 9, 1968; August 14, 1985; March 20, 2007 (NYSE-2006-37); July 27, 2017
(NYSE-2017-35); March 26, 2018 (NYSE-2017-36).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

*  Reference herein to the "sales sheet" is to the list of transactions published by the New York Stock
Exchange or its authorized agents.
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NYSE Guide, Regulation, Rule 128B., New York Stock
Exchange, Publication of Changes, Corrections,

Cancellations or Omissions and Verification of Transactions

Click to open document in a browser

Except for manual transactions pursuant to Rule 76, this Rule is not applicable to trading UTP Securities on the
Pillar trading platform.

• • • Supplementary Material: 

.10   Publication on the tape or in the "sales sheet".—Publication of a change or a correction in a
transaction which previously appeared on the tape, or publication of the cancellation of a transaction which
previously appeared on the tape and which was properly rescinded, or publication of a transaction omitted
from the tape may be made on the tape on the day of the transaction provided both buying and selling
members or member organizations agree to the change in the transaction(s) and approval is received from a
Floor Governor, Executive Floor Official, Senior Floor Official or Executive Floor Governor. In the event such
publications are not made on the tape on the day of the transaction, they may be published on the tape at
least ten minutes prior to the opening of business on the following business day or in the "sales sheet" * within
three business days of the date of the transaction with the approval of both the buying and selling members
and a Floor Official, provided the price of the transaction does not affect the high, low, opening or closing
price of the security on the day of the transaction.

.12   Mechanical, system and clerical errors.—Erroneous publications made on the tape due to mechanical
or system troubles or to clerical errors may be corrected on the tape on the day of the transaction, or on the
tape by at least ten minutes prior to the opening of business on the following business day, or in the "sales

sheet" *   within three business days of the date of the transaction under the direction of an authorized NYSE
Market employee.

.13   Other errors.—A correction in the amount of a transaction reported erroneously to the tape by a party
to the transaction, may be published on the tape on the day of the transaction, or on the tape at least ten
minutes prior to the opening of business on the following business day, or on the "sales sheet" * within three
business days of the date of the transaction with the approval of a Floor Governor, Executive Floor Official,
Senior Floor Official or Executive Floor Governor.

Members who wish to make requests to have publications made on the tape or in the "sales sheet" or to have
verifications of transactions made, should first take up the matter as to procedure with a reporter in the Crowd
where the security is dealt in or with the section supervisor at the post.

Amended: August 14, 1985; September 30, 1985; June 17, 1991; March 17, 1995; effective June 7, 1995; February 27, 2006, effective
March 8, 2006 (NYSE-2005-77); July 3, 2012 (NYSE-2012-20); July 27, 2017 (NYSE-2017-35); March 26, 2018 (NYSE-2017-36).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

*  Reference herein to the "sales sheet" is to the list of transactions published by the New York Stock
Exchange or its authorized agents.
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NYSE Guide, Regulation, Rule 129., New
York Stock Exchange, Oversight Services

Click to open document in a browser

The Board may from time to time impose such charge or charges on members and member organizations as it
shall deem appropriate to reimburse the Exchange, in whole or in part, for regulatory oversight services provided
to the membership by the Exchange.

Amended: June 28, 1978; October 31, 1983; January 1, 1984; January 1, 1985; January 1, 1986; January 14, 2008 (NYSE-2008-01);
October 24, 2008 (NYSE-2008-46); February 26, 2013 (NYSE-2013-19).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, Rule 130., New York Stock
Exchange, Overnight Comparison of Exchange Transactions

Click to open document in a browser

Except for manual transactions pursuant to Rule 76, this Rule is not applicable to trading UTP Securities on the
Pillar trading platform.

(a)   Unless otherwise specified by rule, each transaction effected on the Exchange shall be processed
anonymously and compared or otherwise closed out by the close of business on the Exchange on the
business day following the day of the contract. All reports associated with such transactions will indicate the
details of such transactions and shall not reveal contra-party identities.

(b)   The Exchange will reveal the contra-party identities in the following circumstances:
 

(1)   for regulatory purposes or to comply with an order of a court or arbitrator;

(2)   when a Qualified Clearing Agency ceases to act for a Member Organization or the Member
Organization’s clearing firm, and determines not to guarantee the settlement of the Member Organization’s
trades; or

(3)   if both parties to the transaction consent.

(c)   The provisions of paragraph (a) above shall apply regardless of whether the transaction has been
submitted to a "Qualified Clearing Agency" for comparison or settlement, but such provisions shall apply only
to contracts for "regular way" in stocks, rights, warrants, and "when issued" and "when distributed" securities.
The provisions of paragraph (a) shall apply to contracts in listed bonds on and after June 1, 1993.

(d)   To facilitate next day comparison of transactions effected on the Exchange as provided for in paragraph
(a) above, by such time following any such transaction as the Exchange may prescribe, each member or
member organization which is a party to the contract shall submit, or cause to be submitted, such trade
data as may be required by the Exchange or the Qualified Clearing Agency it selects, in such form as the
Exchange or the Qualified Clearing Agency shall prescribe, to:
 

(i)   the Qualified Clearing Agency it selects; or

(ii)   such facility as the Exchange may develop and implement to facilitate comparison of transactions
effected on the Exchange; and,

(iii)   in the case where a Qualified Clearing Agency will not be used to compare or settle the transaction,
to the party or parties on the other side of the trade.

(e)   Members and member organizations shall comply with such other rules and procedures as may be
adopted by the Exchange or the Qualified Clearing Agency they select, for the comparison or settlement of
transactions, for the resolution of uncompared or questioned trades, and for the collection and submission of
audit trail data.

• • • Supplementary Material: 

.10   For purposes of paragraph (b) of this Rule 130, the term "Qualified Clearing Agency" shall have the
same meaning as set forth in paragraph .10 of Rule 132, provided further that a clearing agency shall be
deemed a "Qualified Clearing Agency" only if it has established rules and procedures to facilitate next day
comparison of transactions as provided for in paragraph (a) of this Rule 130.
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.20   Transactions in securities admitted to dealings on the Exchange shall be submitted to the Exchange
by issue or by type, as may be determined by the Exchange from time to time, for the comparison of trade
information. Each clearing member shall be responsible for the submission of its own trade information
to comparison and the transaction information of other members and member organizations that it has
authorized to "give up" its name. Each clearing member shall file its trade information with the Exchange in
accordance with the provisions of Rule 132.30.

.30   On each business day the Exchange shall compare the trade information submitted to it by each clearing
member and by the Exchange for transactions effected in Exchange systems and shall issue lists to each
such clearing member indicating the results of such comparison.

.40   Each clearing member shall designate the Qualified Clearing Agency or securities depository as to which
its comparison data is to be transmitted for clearance and settlement, unless the parties to a contract have
mutually agreed that such data shall not be so transmitted, or it has been so stated in the bid or offer, or the
Exchange refuses to act in the matter. On each business day at or prior to such time as may be prescribed
by each such Qualified Clearing Agency or securities depository, the Exchange shall transmit each clearing
members' compared trades based on the comparison services performed by the Exchange on that day.

.50   The Exchange shall not be responsible or liable in any way whatsoever to any member, member
organization, clearing member organization, Qualified Clearing Agency or securities depository for compared
trades, the failure to compare trades or for any delays, errors or omissions in the comparison process or for
the production and delivery of or for the failure to produce and deliver lists and reports.

Adopted: March 15, 1989; effective September 15, 1990.
Amended: April 5, 1990; effective August 6, 1990; February 4, 1993; February 25, 2009 (NYSE-2009-17); March 17, 2009
(NYSE-2009-29); July 1, 2009 (NYSE-2009-59); May 26, 2016 (NYSE-2016-38); July 20, 2017 (NYSE-2017-33); July 27, 2017
(NYSE-2017-35); March 26, 2018 (NYSE-2017-36).
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NYSE Guide, Regulation, Rule 131., New York
Stock Exchange, Comparison—Requirements
for Reporting Trades and Providing Facilities
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Except for manual transactions pursuant to Rule 76, this Rule is not applicable to trading UTP Securities on the
Pillar trading platform.

(a) Duty to Report Transactions It shall be the duty of every member to report each transaction made by
him on the Floor as promptly as possible, but no later than one hour after the close of business on that day
to his office, to the office of the member or member organization clearing for him or his member organization,
or to the office of his principal, as the case may be, where adequate facilities to effect comparison are
maintained. The Exchange may change the time requirements specified herein as it may determine.

(b) Facilities for Comparison Every clearing member and member organization shall maintain adequate
facilities for the comparison of transactions, and shall keep them available during such hours as to enable
other members and member organizations reasonably to complete comparisons as required by the Rules.

(c) Availability of Records It shall be the duty of every member to have available, at his office, his records
with regard to transactions effected by him on the Floor in order to enable other members and member
organizations with whom or for whom transactions were made to make inquiry concerning such transactions.
The requirements of this paragraph (c) notwithstanding, every member who effects transactions on the Floor
shall have available on the Floor records of orders, original Floor Reports (or a facsimile thereof) and all other
pertinent data relating to transactions that are uncompared from the previous business day.

(d) Availability of Representative Every member and member organization shall have a representative
qualified to answer inquiries regarding orders and trades present in the office until at least 4:30 p.m. every
business day.

Amended: September 26, 1963; July 27, 2017 (NYSE-2017-35); March 26, 2018 (NYSE-2017-36).
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(a)   A mnemonic is a unique identifier issued by the Exchange to a member organization for order entry
and execution identification purposes. Multiple mnemonics may be issued to a member organization at the
Exchange’s discretion.

(b)   Mnemonics must be obtained from the Exchange by the member organization directly or by a clearing
member organization on behalf of a member organization. A mnemonic will be assigned to only one member
organization and each member organization assigned a mnemonic must designate its clearing member
organization.

(c)   Mnemonics obtained by a clearing member organization on behalf of a member organization that enters
orders on the Exchange must be in the entering member organization’s name.

(d)   A member organization must use one of its own mnemonics when it enters an order on the Exchange to
identify it as the entering firm.

(e)   A member organization must use one of its own mnemonics when it uses its order entry system
(proprietary and or vendor systems) to submit an order on the Exchange on its own behalf (proprietary and or
agency orders) to identify it as the entering firm.

(f)   A member organization that enters an order on the Exchange on behalf of a non-member must use its
own mnemonic to identify it as the entering firm.

(g)   A member organization that uses its order entry system to submit an order on the Exchange on behalf of
another member organization must use its own mnemonic in the order’s entering field to identify itself as the
entering firm.

(h)   When a member organization requests another member organization to handle the execution of its order
on the Floor of the Exchange, the mnemonic of the requesting member organization must be placed in the
order’s entering firm field.

Adopted: December 18, 2006 (NYSE-2006-89).
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Except for manual transactions pursuant to Rule 76, this Rule is not applicable to trading UTP Securities on the
Pillar trading platform.

(a)   Each party to a contract shall submit data regarding its side of the contract ("trade data") to a Fully-
Interfaced Clearing Agency for comparison or settlement, but each party shall be free to select the Fully-
Interfaced Clearing Agency of its choice for such purpose. Where the parties to a contract do not choose
Fully-Interfaced Clearing Agencies for the comparison of such contract, they shall both submit trade data
to the same Qualified Clearing Agency for comparison pursuant to the rules of such Clearing Agency and
where such parties do not choose Fully-Interfaced Clearing Agencies for the settlement of such contract, they
shall both submit the same transaction to the same Qualified Clearing Agency for settlement pursuant to the
rules of such Clearing Agency; provided, however, that this paragraph (a) shall not apply if (i) it is otherwise
stipulated in the bid or offer, (ii) it is otherwise mutually agreed upon by both parties to the contract, or (iii)
the Fully-Interfaced or Qualified Clearing Agency selected by either party to the contract refuses to act in the
matter.

(b)   Transactions which are not submitted to a Qualified Clearing Agency for comparison pursuant to
the rules of such Clearing Agency shall be compared in accordance with the Rules of the Exchange and
transactions which are not submitted to a Qualified Clearing Agency for settlement pursuant to the rules of
such Clearing Agency shall be settled in accordance with the Rules of the Exchange.

• • • Supplementary Material: 

Definitions

.10   Definition of a Qualified Clearing Agency—The term "Qualified Clearing Agency" shall mean
a clearing agency (as defined in the Securities Exchange Act of 1934) which (i) has been granted
registration by the Securities and Exchange Commission under said Act, (ii) maintains facilities through
which Exchange Contracts may be compared or settled, and (iii) has agreed to supply the Exchange
with data reasonably requested in order to permit the Exchange to enforce compliance by its members
and member organizations with the provisions of the Securities Exchange Act of 1934, the rules and
regulations thereunder, and the Rules of the Exchange.

.20   Definition of Fully-Interfaced Clearing Agency—The term "Fully-Interfaced Clearing Agency" shall
mean a Qualified Clearing Agency which, in conjunction with the Qualified Clearing Agency selected by
the contra-party to the contract: (i) in the case of a submission for comparison, has established systems
for effecting comparison of a securities contract which permits each party to the contract to submit its trade
data to the Qualified Clearing Agency selected by it and (ii) in the case of a submission for settlement, has
established systems for the settlement of securities contracts in a manner which does not require each
party to a contract to be a participant in the same Qualified Clearing Agency.

.30   Regardless of whether or not a Fully-Interfaced or Qualified Clearing Agency is being used for the
comparison and/or settlement of a round-lot regular way contract for the purchase or sale of a security
entered into on the Exchange, each clearing member organization that is a party to such contract shall
submit to a Fully-Interfaced or Qualified Clearing Agency, as defined above, in such form and within such
time periods as may be prescribed by the Clearing Agency, or the Exchange, as appropriate, each of the
following trade data elements:
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(1)   Name or identifying symbol of the security, as may be required by the clearing agency;

(2)   Number of shares or quantity of security;

(3)   Transaction price;

(4)   Time the trade was executed;

(5)   Executing broker badge number, or alpha symbol as may be used from time to time, in regard to
its side of the contract;

(6)   Executing broker badge number, or alpha symbol as may be used from time to time, of the contra
side to the contract;

(7)   Clearing firm number, or alpha symbol as may be used from time to time, in regard to its side of
the contract;

(8)   Clearing firm number, or alpha symbol as may be used from time to time, in regard to the contra
side of the contract;

(9)   The capacity in which the member organization executed the transaction (e.g., agency, principal,
or riskless principal);

(10)   Such other information as the Exchange may from time to time require.

Amended: September 3, 1964; July 31, 1978; April 17, 2003 (NYSE-99-51); December 2, 2015 (NYSE-2015-61); January 7, 2016
(NYSE-2016-07); July 20, 2017 (NYSE-2017-33); July 27, 2017 (NYSE-2017-35); March 26, 2018 (NYSE-2017-36).
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Deleted.

Adopted: April 17, 2003 (NYSE-99-51).
Amended: October 7, 2011 (NYSE-2011-49).
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Deleted.

Adopted: April 17, 2003 effective October 17, 2003 (NYSE-99-51).
Amended: July 14, 2004 (NYSE-2004-38); December 14, 2005 (NYSE-2005-87); March 22, 2006 (NYSE-2004-05); October 5, 2006
(NYSE-2006-82); November 27, 2006 (NYSE-2006-65); June 14, 2007 (NYSE-2007-51); October 31, 2007 (NYSE-2007-96); August 7,
2008 (NYSE-2008-45); October 24, 2008 (NYSE-2008-46); March 17, 2009 (NYSE-2009-29); July 21, 2009 (NYSE-2009-08); October
7, 2011 (NYSE-2011-49).
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Adopted: April 17, 2003 effective October 17, 2003 (NYSE-99-51).
Amended: October 7, 2011 (NYSE-2011-49).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

442

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+SX-PMANU-NYSE132C%2909013e2c8553e802?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, Rule 133., New York Stock
Exchange, Comparison—Non-cleared Transactions

Click to open document in a browser

This Rule is not applicable to trading UTP Securities on the Pillar trading platform.

Comparison of transactions in securities executed on the Exchange, which are not submitted to the Exchange
or to a Qualified Clearing Agency for comparison pursuant to the rules of such Exchange or Qualified Clearing
Agency shall be effected in the following manner:

(1)   Each selling member and member organization shall send to the office of the buyer in respect of each
sale a comparison form in duplicate on the same business day of the transaction, but not later than 5:00 p.m.
on that day;

(2)   The party to whom the comparison is presented shall retain the original, if it be correct, and immediately
return the duplicate duly signed;

except that transactions for delivery on the business day following the day of the contract shall be compared,
in the manner prescribed herein, no later than one hour after the closing of the Exchange on the day of the
transaction.

Amended: September 20, 1961; September 3, 1964; June 28, 1978; April 5, 1990; effective August 6, 1990; February 4, 1993; July 27,
2017 (NYSE-2017-35).
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Except for manual transactions pursuant to Rule 76, paragraphs (a) – (c) of this Rule are not applicable to
trading UTP Securities on the Pillar trading platform.

(“QTs”)

(a)   When a clearing member organization submits a transaction in a listed stock or in a listed bond which
it executed on the Exchange to the Exchange or to a Qualified Clearing Agency pursuant to the rules of
such Exchange or Qualified Clearing Agency as a comparison item, and learns that it is uncompared, it
shall resolve such comparison item on the first business day after the trade date through the facilities of
the Correction System (the "System") during the time that such System is available for use.

(b)   Beginning on the morning of the first business day after the trade date, it shall be the responsibility
of each clearing member organization to review its file of uncompared transactions, if any, displayed on
a terminal provided by the Exchange for such purpose and make any necessary additions, deletions or
changes to its data no later than 12:00 PM on that same day. When a clearing member organization adds
an uncompared transaction to its file, it must include the time of the execution and the badge number of its
executing broker and the badge number of the contra-broker.

(c)   Beginning at 12:01 PM on the first business day after the trade date (or earlier in the case of
transactions effected for delivery on the business day following the day of the transaction), the clearing
member organization's members that executed the uncompared transactions shall begin to resolve such
uncompared transactions by comparing their records with the data displayed on the terminal by the contra-
parties to the transactions.
 

(1)   When the executing broker for the clearing member organization is a "$2" broker or a DMM, the
clearing member organization shall notify the "$2" broker or the DMM of the uncompared transaction
by presenting him or her with a copy of the details of the transaction produced by the System. Such
notification shall be made no later than 1:00 PM on the first business day after the trade date. The
clearing member organization shall provide the "$2" broker or the DMM with copies of all relevant Floor
Reports at the same time the uncompared trade is presented.

(2)   When a clearing member organization has an uncompared transaction which it submitted to
comparison (but did not execute) for a non-clearing member organization, it shall notify the non-
clearing member organization of the uncompared trade by presenting it with a copy of the details of the
trade produced by the System.

Such notification shall be made no later than 1:00 PM on the first business day after the trade date. The
member of the non-clearing member organization that executed the uncompared transaction shall begin
immediately to resolve the trade. If a "$2" broker or a DMM executed the transaction on behalf of the
non-clearing member, he shall be provided with copies of all relevant Floor Reports at the same time the
uncompared trade is presented.

(d)  

(i)   No member shall be permitted to effect transactions on the Floor unless such member: (a)
maintains an error account at a registered broker or dealer in his or her name, or in the name of his or
her member organization; or (b) such member participates in an error account established for a group
of members ("group error account"). A member shall maintain only one error account as referenced
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above for the resolution of errors related to transactions executed on the Exchange Floor. For orders
initiated and/or routed from a member organization’s booth premise operating pursuant to Exchange
Rule 70.40, member organizations are prohibited from processing errors related to transactions on
another market center in its Exchange required error account.

(ii)   Any transaction effected on the Floor which results in a member or member organization assuming
or acquiring a position in a security as a result of an error and any transaction initiated on the Floor
by a member to offset a transaction made in error shall be cleared in the member's or his or her
member organization's error account or group error account unless the customer accepts the error
transaction, or the DMM in the security accepts the error transaction as a trade on "account of error".
Any transaction initiated on the Floor by a member to offset a transaction made in error shall be
evidenced by a time stamped order ticket indicating that the transaction is to cover an error.

(iii)   Records as to all errors shall be maintained by the member or his or her member organization.
Such records shall include the audit trail data elements prescribed in Rule 132, as well as the nature
and amount of the error, the means whereby the member resolved the error with the member or
member organization that cleared the error trade on the member's behalf, the aggregate amount of
liability that the member has incurred and has outstanding, as of the time each such error trade entry is
recorded, and such other information as the Exchange may from time to time require.

(iv)   When a clearing member organization ceases to carry a member's or member organization's error
account, the clearing member organization must notify the Exchange in writing immediately, but in no
event later than the opening of trading on the following business day.

(v)   No trading may take place in an error account that is not related to an error.

• • • Supplementary Material: 

.10   The term "registered broker or dealer" as used in this Rule shall mean any broker or dealer registered in
accordance with Section 15(b) of the Securities Exchange Act of 1934.

.20   An error may be resolved by the customer accepting the error transaction as executed and a member
or member organization paying the customer to settle the amount of the error (a "difference check"). Detailed
records of the type contained in (d)(iii) shall be maintained by the member or member organization of each
transaction which resulted in a difference check of more than $500, or for which a customer refused a
difference check of any amount.

.30   If the customer does not accept the erroneous transaction and the order cannot be executed on its
original terms or better in the then current market, the member must issue a report from the member's or his
or her member organization's error account, or with the prior approval of the DMM, from the DMM's account.
Such report may be confirmed to the customer as an Exchange transaction provided there is a liquidation
transaction on the Exchange in the error account.

.40   Every member not associated with a member organization, and every member associated with a
member organization which derives at least 75% of its revenue from floor brokerage based on execution of
orders on the Floor shall report to the Exchange error transactions in such member's or his or her member
organization's account which result in a profit of more than $500 for any transaction, or for more than $3,000
in any calendar week. Such reports shall contain a detailed record of the errors and liquidating transaction.

(e)  

(i)   Clearing member organizations shall resolve all uncompared transactions as either OK or DK no later
than 6:00 PM on the first business day after the trade date by inserting the appropriate response next to
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each uncompared transaction contained in the System's file; provided, however, that if the transaction is
for delivery on the business day following the day of the transaction, it shall be resolved no later than 2:00
PM on such day.

(ii)   In order that clearing member organizations can comply with the above requirement, "$2" brokers,
DMMs and non-clearing members having uncompared transactions presented to them must respond no
later than 5:00 PM, except when a non-clearing member organization has re-transmitted an uncompared
trade to a "$2" broker or a DMM, the non-clearing member has until 5:30 PM to respond to its clearing
member organization.

(iii)   At the close of business on the trade date but no earlier than 5:00 PM, the Exchange shall assign a
DMM Unit as the contra party to any unresolved omnibus account imbalance still remaining in the Online
Comparison System.

(iv)   At the close of business on the first business day after the trade date after the conclusion of the
processes described in sections (e)(i) and (ii) of this Rule, but no earlier than 7:00 PM, the Exchange shall
assign a Floor broker’s clearing member organization as the contra party to any uncompared e-Quote
transaction still remaining in the Online Comparison System.

(v)   The time requirements set forth in Paragraphs (b), (c) and (e) may be changed from time to time as
the Exchange may determine. However, the time for resolving transactions as either OK or DK set forth in
Paragraph (e)(i) shall not be extended past the time that the System is available for use on any business
day.

(f)  

(i)   Transactions agreed upon as OK by a clearing member organization by entering the appropriate
response into the System may not be subsequently DK'd by the clearing member. Transactions agreed
upon as DK by a clearing member organization by entering the appropriate response into the System may
not be subsequently OK'd by the clearing member.

(ii)   Transactions which have been DK'd by a clearing member organization by entering the appropriate
response into the System may be closed out by the questioning firm under the provisions of Rule 282 and
the printed record of such response produced by the System shall constitute the notice requirement of
Rule 282.

(g)   For the purposes of this rule an "error" occurs as described in this subsection (g) and (h) below. When
an order is executed outside of the customer instructions as entered in the electronic order tracking system of
the Exchange pursuant to Rule 123(e). This includes, but is not limited to:
 

(i)   When a held or a not held order is executed in:
(a) the wrong security; or
(b) on the wrong side of the market; or
(c) at a price outside the limit price of the order; or
(d) is over bought or over sold; or
(e) duplicates an execution.

(ii)   When an error is committed in the execution of a not held order as it relates to symbol, side, or price
as noted in (i) above, which causes such not held order to remain unexecuted.

(h)   When: (i) there is a failure to execute a held order when market conditions permitted; or (ii) when a not
held order remains unexecuted, in whole or in part, due to the order being lost or misplaced, or as a result of
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a system malfunction. A system malfunction is the failure of physical equipment, devices and/or programming
employed by the Floor broker or otherwise provided by the Exchange and used in the execution of orders.

(i)   The Floor broker must maintain a signed, time-stamped record, including supporting documentation of
such error.

(j)  

(i)   For the types of errors referred to in (h)(ii) above, such record and supporting documents must be
provided to the Exchange Division of Market Surveillance prior to the opening of the Floor on the next
trade date following the error.

(ii)   With respect to the errors described in (h)(ii) above, the Floor broker may execute the order in
alignment with half the volume of each Exchange tape print up to the size of the order between the time
that the order was entered and the time that the Floor Broker realized that the order was lost, misplaced
or not executed as a result of a system malfunction. If executing half the volume of an order based on
the Exchange tape print would result in more than a unit of trading, but not a multiple thereof (such as
150 shares), the customer would be entitled to the nearest full unit of shares rounded down (such as 100
shares).

(iii)   If the Floor broker fails to provide sufficient documentation, (which must include, but is not limited to,
the date and time of the error, the date and time the error was discovered, the size of the error, the stock
in which the error occurred, the original instructions, the names of all involved parties including the client
and any upstairs trader, a detailed narrative of how the error occurred, detail narrative of discussions with
relevant parties, the steps taken to correct the error and the ultimate resolution of the error) prior to the
next trade date following the error, the Floor broker is prohibited from relying on the provisions of (j)(ii)
above.

• • • Supplementary Material: 

.10   Orders Stored in Exchange Systems.-Differences and omissions with respect to transactions involving
orders stored in Exchange Systems shall be resolved pursuant to the procedures set forth in Rule 115A.30.

Adopted: April 5, 1990; effective August 6, 1990.
Amended: February 4, 1993; September 6, 2001 effective February 4, 2002 (NYSE-99-25); June 5, 2007 (NYSE-2006-28); June 14,
2007 (NYSE-2007-51); September 15, 2008 (NYSE-2008-80); October 24, 2008 (NYSE-2008-46); March 17, 2009 (NYSE-2009-29);
May 29, 2009 (NYSE-2009-50); July 9, 2010 (NYSE-2010-48); July 16, 2012 (NYSE-2012-25); July 27, 2017 (NYSE-2017-35); March
26, 2018 (NYSE-2017-36).
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NYSE Guide, Regulation, Rule 135., New York Stock Exchange, Differences
and Omissions—Non-cleared Transactions (“DK's”)

Click to open document in a browser

Except for manual transactions pursuant to Rule 76, this Rule is not applicable to trading UTP Securities on the
Pillar trading platform.

(a)   When a comparison of a transaction executed on the Exchange which is not submitted to the Exchange
or to a Qualified Clearing Agency for comparison pursuant to the rules of such Exchange or Qualified
Clearing Agency is received and the recipient has no knowledge of the transaction, the comparison shall be
stamped "Don't Know," dated and initialed by the person so marking the same, and the comparison form, so
stamped, shall be returned immediately to the seller; and

(b)   when the buyer has not received a comparison from the seller, or when comparison cannot be made
because of a difference, the buyer shall communicate that fact by telephone to the seller as soon as possible,
but not later than the opening of the Exchange on the first business day following the day of the transaction;
and

(c)   when a comparison form has been returned to the seller stamped "Don't Know," or if, for any reason,
comparison cannot be made, the parties shall, as soon as possible, but not later than 12:01 PM on the first
business day following the day of the transaction, report the transaction to the executing Floor broker or
brokers; and

(d)   the Floor broker or brokers to whom such a transaction is reported shall investigate it immediately and
resolve the transaction as either OK or DK no later than 6:00 PM on such day; provided, however, that, if the
questioned transaction is one for delivery on the business day following the day of the transaction, it shall be
handled as provided above and reported to the executing Floor broker or brokers as soon as possible, but in
any event prior to the opening of the Exchange on the business day following the day of the transaction, and
resolved no later than 2:00 PM that same day.

The provisions of this rule do not apply to transactions which are submitted to the Exchange or to a Qualified
Clearing Agency for comparison pursuant to the rules of such Qualified Clearing Agency.

• • • Supplementary Material: 

.10   Sample "Don't know" stamp.—

DON'T KNOW
Jones & Smith

Date ............................. Per .......................................................................

Amended: September 20, 1961; July 31, 1978; April 5, 1990; effective August 6, 1990; February 4, 1993; July 27, 2017
(NYSE-2017-35); March 26, 2018 (NYSE-2017-36).
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NYSE Guide, Regulation, Rule 136., New York Stock
Exchange, Comparison—Transactions Excluded from a Clearance
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This Rule is not applicable to trading UTP Securities on the Pillar trading platform.

A transaction which was submitted to the Exchange or to a Qualified Clearing Agency for comparison pursuant
to the rules of such Exchange or Qualified Clearing Agency, but which has been excluded for any reason by
such Exchange or Qualified Clearing Agency and has not otherwise been compared through the facilities or
pursuant to the rules of such Exchange or Agency shall be compared, in the manner provided in Rule 133, as
promptly as possible after the parties thereto have been advised that the transaction has been excluded.

Amended: September 20, 1961; July 31, 1978; February 4, 1993; July 27, 2017 (NYSE-2017-35).
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NYSE Guide, Regulation, Rule 137., New
York Stock Exchange, Written Contracts
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This Rule is not applicable to trading UTP Securities on the Pillar trading platform.

On all transactions made "when issued" or "when distributed," that are not submitted to the Exchange or to a
Qualified Clearing Agency for comparison pursuant to the rules of such Exchange or Qualified Clearing Agency,
written contracts shall be exchanged not later than one hour after the close of business on the same business
day of the transaction.

Powers of attorney to employees

Such contracts must be signed by a member, a general partner or a duly authorized officer of a member
organization; or the member or member organization may authorize one or more employees to sign them in the
name of such member or member organization with the same effect as if the name of such member or member
organization had been signed under like circumstances by such member, general partner or duly authorized
officer of a member organization by executing and filing with the Exchange, in the form prescribed by it, a Power
of Attorney or authorization for each person so authorized.

Before the name of any member corporation is affixed to such a contract by an officer or employee thereof,
the member corporation shall file with the Exchange in the form prescribed by it evidence that such officer or
employee has been authorized to sign such contracts on behalf of the member corporation.

Liability

When written contracts have been exchanged, only the members or member organizations whose names have
been so signed thereon shall be liable.

Amended: February 28, 1957, effective March 18, 1957; July 31, 1978; April 5, 1990; effective August 6, 1990; February 4, 1993;
February 25, 2009 (NYSE-2009-17); July 1, 2009 (NYSE-2009-59); July 20, 2017 (NYSE-2017-33); July 27, 2017 (NYSE-2017-35).
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NYSE Guide, Regulation, Rule 137A, New York
Stock Exchange, Samples of Written Contracts
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This Rule is not applicable to trading UTP Securities on the Pillar trading platform.

• • • Supplementary Material: 

.20   "When Issued" or "When Distributed" contract.—

............................................................................................................................................................
(Firm name)

Date .....................................................................
 

Sold to Purchased From Quantity
Description of

Security Price
 

• • • Supplementary Material: 

This contract shall be settled and payment therefore made at such time and place, in such manner, and by the
delivery of such securities and/or other property as the Exchange may determine, or shall be canceled and
thereafter shall be null and void if the Exchange determines that the plan or proposal pursuant to which the
securities were to be issued or distributed has been abandoned or materially changed or that the securities
which are the subject of the contract have been materially changed. During the pendency of this contract either
party shall have the right to call for a mark to the market, and upon failure of the other party to comply therewith
the party not in default may close this contract in accordance with the requirements of the Exchange.

Amended: July 31, 1978; February 4, 1993; March 20, 2007 (NYSE-2006-37); February 25, 2009 (NYSE-2009-17); July 1, 2009
(NYSE-2009-59); July 20, 2017 (NYSE-2017-33); July 27, 2017 (NYSE-2017-35).
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NYSE Guide, Regulation, Rule 138., New York Stock Exchange, Give-Ups
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This Rule is not applicable to trading UTP Securities on the Pillar trading platform.

Time for Effecting

An original party to a transaction may give up to the other original party to said transaction, the names of
other members or member organizations, but such giving up or the acceptance thereof shall not constitute
a substitution of principals. Such give-ups shall be effected either at the time of the transaction or within one
hour and a half after the time of the transaction; except that the time limit for effecting give-ups on any day
shall be one hour after the closing of the Exchange on the day of the transaction. Give-ups effected at any time
other than at the time of the transaction on transactions which are not to be cleared through Stock Clearing
Corporation shall be in writing and delivered to the party on the other side of the transaction.

Give-Up Transactions in Securities Which Are to Be Cleared Through Stock Clearing Corporation

A clearing member so given up shall indicate the clearing number of the executing party on such forms, at such
times, and in the manner prescribed by the Rules of Stock Clearing Corporation.

Duty of Comparison

The members or member organizations so given up shall have the same duty of comparison as original parties;
and no original party shall refuse to compare with the members or member organizations given up as provided in
this Rule.

In the event a give-up is not effected within the time limit specified in this Rule, the transaction shall be compared
and cleared by the party who failed to give up.

• • • Supplementary Material: 

.10   "Clearing number" defined.—The term "clearing number" means the Stock Clearing Corporation
number assigned to a Clearing Member or the Commission Bill number assigned to a Non-Clearing Member.

Amended: September 3, 1964; July 27, 2017 (NYSE-2017-35).
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NYSE Guide, Regulation, Rule 139., New York Stock Exchange, Recording
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This Rule is not applicable to trading UTP Securities on the Pillar trading platform.

When names are given up on transactions, members or member organizations so given up or receiving such
give-ups shall immediately record such names on their blotters or other records, and shall use the names, so
given up, on exchange tickets and comparisons, or when exchanging contracts.

Amended: September 3, 1964; July 27, 2017 (NYSE-2017-35).
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NYSE Guide, Regulation, Rule 140., New York Stock
Exchange, Members Closing Contracts—Conditions
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This Rule is not applicable to trading UTP Securities on the Pillar trading platform.

A member or member organization may close a contract as provided in Rule 283 in the event that:

(1) He or it has been advised that the other party to the contract does not recognize the contract; or
(2) the other party to the contract neglects or refuses to exchange written contracts pursuant to Rule 137.

Amended: July 27, 2017 (NYSE-2017-35).
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NYSE Guide, Regulation, Rule 141., New York
Stock Exchange, “Fail to Deliver” Confirmations
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This Rule is not applicable to trading UTP Securities on the Pillar trading platform.

If delivery on a contract has not been made on the due date, other than a contract which has been submitted to
a Qualified Clearing Agency for settlement pursuant to the rules of such Qualified Clearing Agency, either the
buyer or the seller may, while such contract remains open, send to the other party, in duplicate, a "fail to deliver"
confirmation.

When a "fail to deliver" confirmation is sent to a member or member organization, the party to whom the
confirmation is presented shall retain the original, if it be correct, and promptly return the duplicate stamped and
initialed; if such party has no knowledge thereof, the confirmation shall be stamped in the manner provided in
Rule 135(a).

Amended: July 11, 1974; July 31, 1978; July 27, 2017 (NYSE-2017-35).
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NYSE Guide, Regulation, Rule 142., New York Stock
Exchange, Effect on Contracts of Errors in Comparison, etc.
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This Rule is not applicable to trading UTP Securities on the Pillar trading platform.

No comparison or failure to compare, and no notification or acceptance of notification of failure to receive or
failure to deliver, notwithstanding the fact that the transaction has been submitted to the Exchange or to a
Qualified Clearing Agency, shall have the effect of creating or of canceling a contract, or of changing the terms
thereof, or of releasing the original parties from liability.

Amended: June 28, 1978; February 4, 1993; July 27, 2017 (NYSE-2017-35).
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Exchange, Stock Clearing Corporation Orders

Click to open document in a browser

Rescinded effective June 28, 1978.
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Rescinded effective March 20, 1985.
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NYSE Guide, Regulation, Rule 160., New
York Stock Exchange, Notice for Return
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Rescinded effective March 20, 1985.
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Rescinded effective March 20, 1985.
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NYSE Guide, Regulation, Rule 165., New York Stock
Exchange, Demands for Marking to the Market
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The party who is partially unsecured by reason of a change in the market value of the subject of a contract, other
than a contract as to which marks-to-the-market are goverened by the rules of a Qualfied Clearing Agency, may
demand from the other party the difference between the contract price and the market price. The party from
whom such difference is demanded shall immediately either (1) pay the same directly or through the facilities
of a Qualified Clearing Agency if permitted by the rules of such Clearing Agency to the party who is partially
unsecured, in which case the money so paid shall bear interest at the current renewal rate for call loans, except
in the case of a loan of securities when the money so paid shall be considered part of such loan, or (2) deposit
the same with a Qualified Clearing Agency specified by the partially unsecured party, if permitted by the rules of
such Clearing Agency.

Amended: July 11, 1974; January 18, 1977; June 28, 1978.
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All demands for the difference between the contract price and the market price shall be made during the hours
when the Exchange is open for business, shall be in writing and shall be delivered at the office of the party upon
whom the demand is made and shall be complied with immediately.
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Rescinded effective June 28, 1978.
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Stock Exchange, Failure to Comply with Demand
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If a party to a contract shall fail to comply with the provisions of Rule 165, the other party to such contract may
cause the same to be closed as provided in Rule 284.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

15

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+SX-PMANU-NYSE168%2909013e2c8553e821?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE165/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE284/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, Rule 175., New York Stock
Exchange, Extension or Postponement of Contracts—Power of Board
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Anything contained in the Rules to the contrary notwithstanding, (1) the Board of Directors may extend or
postpone the time for the performance of Exchange contracts whenever in its opinion such action is called for by
the public interest, by just and equitable principles of trade, or to meet unusual conditions; and

(2) unless otherwise directed by the Exchange, all contracts which would otherwise be due on any day on which
deliveries are suspended under clause (1) shall be due and settled on the next day on which deliveries are
resumed and all other contracts due for settlement after any day on which deliveries are so suspended shall be
settled on the original due dates of such contracts.
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NYSE Guide, Regulation, Rule 176., New
York Stock Exchange, Delivery Time
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Deliveries of securities (except as provided in Rule 177) and except for securities to be delivered pursuant to the
rules of a Qualified Clearing Agency shall be due before 11:30 a.m., unless the Exchange shall advance, extend
or otherwise direct with respect to the time within which such deliveries shall be due.

Amended: August 12, 1968; July 11, 1974; June 28, 1978.
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NYSE Guide, Regulation, Rule 177., New York Stock Exchange, Reserved
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Reserved

Amended:  February 25, 2009 (NYSE-2009-17); July 1, 2009 (NYSE-2009-59); July 20, 2017 (NYSE-2017-33).
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NYSE Guide, Regulation, Rule 178., New York Stock
Exchange, Contracts Due on Holidays or Saturdays
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All contracts which would otherwise fall due on a day other than a business day shall mature on the succeeding
business day, unless otherwise agreed.

The Exchange may, however, in any specific case, direct otherwise.

Amended: February 17, 1966.
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NYSE Guide, Regulation, Rule 179., New York Stock Exchange, Reserved
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Reserved

Amended: February 9, 1968; February 25, 2009 (NYSE-2009-17); July 1, 2009 (NYSE-2009-59); July 20, 2017 (NYSE-2017-33).
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NYSE Guide, Regulation, Rule 180., New
York Stock Exchange, Failure to Deliver
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If securities which are to be delivered pursuant to the rules of a registered clearing agency are not so delivered,
the contract may be closed as provided in the rules of said registered clearing agency. If not so closed or if there
is a failure to deliver securities which are to be delivered pursuant to Rule 176 or Rule 177, and in the absence of
any notice or agreement, the contract shall continue without interest until the following business day; but in every
such case of non-delivery of securities, the party in default shall be liable for any damages which may accrue
thereby. All claims for such damages shall be made promptly.

When the parties to a contract are both participants in a registered clearing agency which has an automated
service for notifying a failing party of the liability that will be attendant to a failure to deliver and that contract was
to be settled through the facilities of said registered clearing agency, the transmission of the liability notification
must be accomplished through use of said automated notification service.

Amended: July 11, 1974; June 28, 1978; January 19, 2007 (NYSE-2006-57).
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NYSE Guide, Regulation, Rule 181., New York Stock
Exchange, Delivery by Certificate or Transfer—Personal Liability
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The receiver of shares of stock other than shares deliverable pursuant to the rules of a Qualified Clearing
Agency shall have the option, prior to the date delivery is made, of requiring the delivery to be made either in
certificates therefor or by transfer thereof; except that in cases where personal liability attaches to ownership, the
seller shall have the right to make delivery by transfer.

The right to require receipt or delivery by transfer shall not obtain while the transfer books are closed.

Amended: July 11, 1974; June 28, 1978.
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NYSE Guide, Regulation, Rule 182., New
York Stock Exchange, Charges on Transfer
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If the transfer of securities entails any expense (such as transfer fees, additional taxes, etc.) which is not
ordinarily payable on a sale of such securities, the expense shall be borne by the party at whose instance the
transfer is made.

If delivery is made during the closing of the transfer books with an assignment executed as provided in Rule 202,
203, or 214, the expense of making transfer shall be borne by the party who first delivered the security during the
closing of the transfer books.

The Exchange may in any particular case direct otherwise.
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NYSE Guide, Regulation, Rule 183., New
York Stock Exchange, Payment on Delivery
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In all deliveries of securities other than securities deliverable pursuant to the rules of a Qualified Clearing
Agency, the party delivering shall have the right to require the purchase money to be paid upon delivery; if
delivery is made by transfer, payment may be required at the time and place of transfer.

Amended: January 18, 1977; June 28, 1978.
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NYSE Guide, Regulation, Rule 184., New York
Stock Exchange, Damages Not To Be Deducted
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Parties receiving securities shall not deduct from the purchase price any damages claimed for non-delivery,
except with the consent of the party delivering the same.
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NYSE Guide, Regulation, Rule 185., New York
Stock Exchange, Denominations on Delivery
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Unless otherwise agreed, stock certificates physically delivered in settlement of contracts in stocks:

(1) in which the unit of trading is 100 shares, shall be for the exact amount of the trading unit, for smaller
amounts aggregating the trading unit, or for any multiple of the trading unit;

(2) in which the unit of trading is less than 100 shares, shall be for the exact amount of stock sold, or for
smaller amounts aggregating the amount sold;

(3) for less than the unit of trading, shall be for the exact amount of stock sold, or for smaller amounts
aggregating the amount sold;

provided, however, that stock certificates in the above denominations may be delivered only when such
certificates have been prepared in accordance with the engraving requirements of the Exchange.

Amended: May 19, 1966; July 11, 1974.
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NYSE Guide, Regulation, Rule 186., New York Stock
Exchange, Bonds—Denominations on Delivery
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Unless otherwise agreed, bonds physically delivered in settlement of contracts in bonds shall be made in
denominations of the trading unit; or multiples thereof; in amounts of $500 multiples aggregating the trading
unit; or multiples thereof, when exchangeable without charge for bonds in the unit of trading, but in no event a
denomination larger than $100,000. Larger than $100,000 pieces will be a delivery if prepared in accordance
with the engraving requirements of the Exchange.

Amended: October 18, 1962; September 19, 1963; July 11, 1974; December 12, 1974.
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NYSE Guide, Regulation, Rule 187., New
York Stock Exchange, Bonds—Deliverability
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Unless otherwise agreed, contracts in bonds, which are issuable either in coupon or registered form and which
are settled by physical delivery, may be settled by delivery of bonds in either form in the denominations permitted
by Rule 186; provided, however, that such bonds shall be

(1) interchangeable, without charge;
(2) prepared in accordance with the engraving requirements of the Exchange; and
(3) exchangeable and transferable in the Borough of Manhattan, City of New York.

• • • Supplementary Material: 

.10   The Exchange will designate those issues which meet the foregoing requirements and may be dealt in
and delivered interchangeably.

Amended: September 19, 1963; July 11, 1974.
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NYSE Guide, Regulation, Rule 188., New York
Stock Exchange, “Small” Bonds— “Large” Bonds
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Coupon bonds in denominations of less than $500 shall be designated as small bonds, and in denominations of
more than $1,000, except as provided in Rule 186, as large bonds, and shall, when physically delivered, be a
delivery only when dealt in specifically as such.

Amended: July 11, 1974.
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NYSE Guide, Regulation, Rule 189., New
York Stock Exchange, Unit of Delivery
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Except for contracts to be settled pursuant to the rules of a Qualified Clearing Agency, the buyer shall accept any
portion of a lot of securities contracted for if tendered in lots of one trading unit or multiples thereof, and may buy
in the undelivered portion as provided in Rule 284.

Amended: February 9, 1968; July 11, 1974; June 28, 1978; February 25, 2009 (NYSE-2009-17); July 1, 2009 (NYSE-2009-59); July
20, 2017 (NYSE-2017-33).
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NYSE Guide, Regulation, Rule 190., New
York Stock Exchange, Deliveries of Failures
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On delivery of a failure to deliver item, other than in respect of a contract to be settled pursuant to the rules of a
Qualified Clearing Agency, carried forward from a previous day the party making the delivery shall place upon
the delivery ticket the words "Account Failure" giving the date on which delivery was originally due, and the date
on which delivery is made.

Amended: July 11, 1974; June 28, 1978.
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All contracts in bonds issued in foreign currencies shall be settled on the basis of that currency or a currency
agreed upon by the contra parties.

Amended: August 16, 1988.
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Securities which have been partly paid for on subscription shall be designated as "part-paid" securities.

The settlement price of contracts in "part-paid" securities shall be determined by deducting from the contract
price the unpaid portion of the subscription price.

• • • Supplementary Material: 

.10   Method of computation.—(To illustrate the method of computing the settlement price of "part-paid"
securities, the following example is given:

If the subscription price on an issue of stock is $97 per share and $50-Paid receipts are dealt in ($47 per
share remaining to be paid) and if a contract is made at $98.50, the price at which the contract would be
settled is $51.50, i.e., $98.50, less $47.)

Amended: August 30, 2000 effective August 28, 2000 (NYSE-00-22 Amendment #1); July 29, 2002 (NYSE-2002-12).
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Unless otherwise directed by the Exchange, bonds which have been redeemed or repaid in part shall be
designated as "part-redeemed" bonds.

Contracts in "part-redeemed" bonds shall be made and settled on the basis of a percentage of the original
principal amount thereof.

• • • Supplementary Material: 

.10   Method of computation.—(To illustrate the method of dealing and computing the settlement price of
"part-redeemed" bonds, the following example is given:

A sale at 70 of a bond on which a principal payment of 25% has been made (reducing the principal of
the bond to $750), would represent a sale of the $750 bond at a price of $700, being 70% of $1,000.)
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Each delivery of securities subject to tax on transfer or sale must be accompanied by a sales ticket stamped
in accordance with the laws of the applicable jurisdiction, provided however, that, as to securities delivered
pursuant to the rules of a Qualified Clearing Agency, the rules of such Agency shall govern the payment of any
such tax.

Amended: January 18, 1977; June 28, 1978.
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(a)   A certificate of stock, a registered bond, or other registered security shall be accompanied by a proper
assignment, executed either on the certificate itself or on a separate paper, in which latter case there shall be
a separate assignment for each certificate or bond.

(b) Separate assignments A separate assignment shall contain provision for the irrevocable appointment of
an attorney, with power of substitution and a full description of the security, and shall be in the form approved
by the Exchange. The number of shares of stock or the principal amount of a bond shall be expressed in both
words and numerals.

(Form No. 2 or 3, [page 2851]. Special forms of assignment required in assigning registered certificates of the
corporate stock of the City of New York which are obtainable at the office of the Comptroller of the City of New
York.)
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The following procedure must be followed in the delivery of securities, except for securities to be delivered
pursuant to the rules of a Qualified Clearing Agency:

When the name of an individual or member organization has been inserted in an assignment, as attorney, a
power of substitution shall be executed in blank by such attorney.

When the name of an individual or member organization has been inserted in a power of substitution, as
substitute attorney, a new power of substitution shall be executed in blank by such substitute attorney.

When the name of a Qualified Clearing Agency or nominee thereof has been inserted in an assignment, as
attorney, or in a power of substitution, as substitute attorney, a power of substitution shall be executed in blank
by such Qualified Clearing Agency or nominee thereof as provided in Rule 200.

(Form No. 1 [page 2851].)

Amended: Effective June 12, 1962; May 19, 1966; January 4, 1973; January 18, 1977; June 28, 1978; October 30, 1992.
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Any alteration or correction in an assignment, power of substitution, or other instrument shall be accompanied by
an explanation on the original instrument, signed by the person, firm or corporation executing the same.
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The signature to an assignment or power of substitution shall be technically correct, i.e., it shall correspond with
the name as written upon the certificate in every particular without alteration or enlargement, or any change
whatever, except that in the case of a firm "and" or "&," "Company" or "Co." may be written either way.
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A certificate in the name of a corporation (except as provided in Rule 200(a) hereof) or an institution, or in
a name with official designation, shall be a delivery only if the statement "Proper papers for transfer filed by
assignor" is placed on the assignment and signed by the transfer agent.

Amended: September 17, 1953; October 30, 1992.
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(a)   A member, member firm, member corporation or Qualified Clearing Agency or nominee thereof may (i)
assign registered securities in its name and on its behalf, (ii) guarantee the signature to an assignment of
registered securities, (iii) execute powers of substitution and (iv) effect other certifications and guarantees
incident to the transfer, payment, exchange, purchase or delivery of registered securities, including, but not
limited to, erasure guarantees, one-and-the-same guarantees and situs certifications, by applying a manually
stamped or mechanically reproduced medallion adopted as provided in this Rule 200. A security registered in
the name of a member, member firm, member corporation or Qualified Clearing Agency or nominee thereof
shall be a delivery provided the assignment is executed by applying the medallion of such member, member
firm, member corporation, Qualified Clearing Agency or nominee adopted in accordance with this Rule 200.

(b)   A member, member firm, member corporation or Qualified Clearing Agency or nominee thereof may
use a medallion as provided in these Rules, provided the member, member firm, member corporation or
Qualified Clearing Agency or nominee thereof shall have (1) executed and filed with the Exchange, in the
form prescribed by it, an agreement with respect to the use of such medallion and (2) complied with such
other requirements as may be prescribed by the Exchange in connection with the use of medallions.

• • • Supplementary Material: 

.10   Assignments by members, member organizations and others under Exchange signature programs
in effect prior to October 26, 1992.—The Exchange, until October 26, 1992, provided programs pursuant
to which it distributed specimen signatures and machine imprinted facsimile signatures of members,
member organizations and Qualified Clearing Agencies to transfer agents and others. Registered securities
with respect to which such distributed signatures effected assignments, powers of substitution, signature
guarantees and other certifications and guarantees prior to October 26, 1992 are not a delivery on or after
October 26, 1992. Instead, on and after October 26, 1992, Rule 200(a) requires the use of a medallion
adopted in accordance with Rule 200.

.20   Medallion Signatures.—The Exchange has adopted the New York Stock Exchange, Inc. Medallion
Signature Program (the "Exchange Medallion Program") providing for the use by a member, member firm,
member corporation or Qualified Clearing Agency or nominee thereof who participates in the program
(a "participant") of medallions in the place of signatures in effecting assignments, powers of substitution,
signature guarantees and other certifications and guarantees incident to the transfer, payment, exchange,
purchase or delivery of certificates representing securities, including, but not limited to, erasure guarantees,
one-and-the-same guarantees and situs certifications.

The Exchange Medallion Program is in response to Rule 17Ad-15 under the Securities Exchange Act of
1934. Rule 17Ad-15 is concerned with the acceptance and rejection of signature guarantees by transfer
agents registered under that Act. Under Rule 17Ad-15, a registered transfer agent is deemed to comply with
certain requirements of that Rule if it accepts guarantees from an "eligible guarantor institution," as defined in
that Rule, who, at the time of issuing the guarantee, is a member of or participant in a "signature guarantee
program," as defined in that Rule.

A member, member organization or Qualified Clearing Agency or nominee thereof desiring to participate
in the Exchange Medallion Program must file with the Securities Operations Department an application, an
indemnity agreement, an equipment order form, an insurance agreement, and any other agreements required
by the Exchange, all in the forms prescribed by the Exchange.

A participant may effect an assignment, power of substitution, signature guarantee or other certification
or guarantee by applying a medallion manually or by machine. The medallion will include the name of the
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Exchange program, the participant's FINS number, if any, and a unique identifying number provided by the
participant and will have the effect of the signature of the participant.

In the case of a member firm, the indemnity agreement and other documents must be signed by at least two
general partners of the firm (except that it may be signed by the sole general partner of the firm) and be the
legally binding obligation of the firm.

In the case of a member corporation or a Qualified Clearing Agency, the indemnity agreement and other
documents must be signed by the chief executive officer and be the legally binding obligation of the entity.

In the indemnity agreement, the participant agrees to indemnify, in the manner required by the Exchange,
any issuer of securities (whether or not listed on the Exchange) and its transfer agents, registrars and
agents, other financial service organizations, and their respective representatives, successors and assigns
and the surety referred to below, from any loss or liability arising out of any act done in reliance upon the
authenticity of the medallion or one resembling or purporting to be such, when used as provided in the
indemnity agreement and from such other loss or liability as the Exchange may from time to time require. The
participant must provide a similar indemnity to the Exchange.

The participant must also file with the indemnity agreement an acknowledgement by its surety company
of the issuance of a surety bond to protect any issuer of securities (whether or not listed on the Exchange)
and its transfer agents, registrars and agents, other financial service organizations and their respective
representatives, successors and assigns, against loss to the extent not recompensed under the indemnity
agreement, which may be in the form of a copy of the bond. The surety bond must contain a provision
which obligates the surety to notify the Exchange at least 60 days prior to the amendment, termination or
cancellation of the bond and which assures that the bond will remain in effect until at least 60 days after the
delivery of such notice to the Exchange.

After approving the use of a medallion by a participant, the Exchange will send a notice to appropriate
transfer agents registered under the Securities Exchange Act of 1934 of the participation of the participant in
the program and the amount of the participant's surety bond.

The administrative expenses of the Exchange, including in connection with notifying transfer agents, are to be
borne by the participants availing themselves of this procedure. For this purpose, a charge in an amount to be
set from time to time by the Exchange is made on the filing of the application with the Exchange and annually
thereafter.

Amended: Effective June 12, 1962; May 19, 1966; Effective January 1, 1971; January 4, 1973; January 18, 1977; May 18, 1979;
November, 1981; October 30, 1992.
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A certificate shall not be a delivery except as noted under (a), (b), or (c) below with an assignment or power
of substitution executed by a: (1) person since deceased; (2) trustee or trustees, except trustees acting in the
capacity of a board of directors of a corporation or association, in which case Rule 199 shall apply; (3) guardian;
(4) infant; (5) executor; (6) administrator; (7) receiver in bankruptcy; (8) agent; or (9) attorney.

Exceptions:

(a) Domestic individual executor/s or administrator/s.
(b) Domestic individual trustee/s under inter vivos or testamentary trusts.
(c) Domestic guardian/s, including committees, conservators, and curators.

• • • Supplementary Material: 

.10   "Exceptions—Domestic".— The above exceptions to the Rule are to cover transfers that will be
effected by transfer agents without additional documentation. Such exceptions apply only to securities
of a domestic issuer (one organized under the laws of any state of the United States, and the District of
Columbia), which bear the above domestic registrations set forth in (a), (b), and (c). Certificates bearing such
registrations must be properly assigned, and the signature(s) to the assignment must be guaranteed pursuant
to Rule 209.

Amended: March 15, 1971; October 30, 1992.
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A certificate with an assignment or power of substitution executed by an insolvent shall be a delivery only during
the closing of the transfer books, during which time such a certificate shall be a delivery only if held by others
than the insolvent and if it is accompanied by an affidavit that the said certificate was so held on a date prior to
the insolvency and the signature to the assignment or power of substitution is guaranteed as provided in Rule
209.

(Form No. 16 [ pages 1714-1715].)
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A certificate with an assignment or power of substitution executed by a member organization that has since
ceased to exist shall be a delivery only during the closing of the transfer books, provided the execution of the
assignment or power of substitution is properly acknowledged and the signature thereto is guaranteed as
provided in Rule 209.

(For firm—Form No. 6 or 7 [ pages 1710-1711]; for corporation—Form No. 15 [ pages 1713-1714].)
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A certificate with an assignment or a power of substitution executed by a member organization that has since
dissolved or ceased to be a member organization and is succeeded by either:

(1) A member firm or firms having as general partners one or more of the members or allied members in
the dissolved or former member organization; or

(2) a member corporation or corporations having as members or allied members one or more of the
members or allied members in the dissolved or former member organization

shall be a delivery only if the new member organization or one of the new member organizations, shall have
applied its medallion to the certificate in the vicinity of the assignment or power of substitution as of the date of or
a date subsequent to the formation of the new member organization.

Amended: March 26, 1970; October 30, 1992.
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A certificate with an assignment or power of substitution executed by a member organization, the name of which
has since been changed, shall be a delivery only if such member organization shall have applied its medallion
bearing its new name to the certificate in the vicinity of the assignment or power of substitution as of the date of
or a date subsequent to the change in name.

Amended: October 30, 1992.
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A certificate with an inscription to indicate joint tenancy, or with a qualification, restriction or special designation,
shall not be a delivery.

A certificate with an inscription to indicate tenancy in common, shall be a delivery only if signed by all co-tenants.
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A certificate issued in the names of two or more individuals or firms shall be a delivery only if signed by all the
registered owners.
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Rescinded October 30, 1992.
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Except with respect to registered securities of the United States Government or securities to be delivered
pursuant to the rules of a Qualified Clearing Agency, the signature to an assignment of a certificate (not in the
name of a participant in a signature guarantee program under Rule 17Ad-15 under the Securities Exchange Act
of 1934) shall be guaranteed by an entity which is a participant in a signature guarantee program under said
Rule.

Each signature to a power of substitution executed by other than a participant in a signature guarantee program
under said Rule shall be guaranteed in like manner.

Amended: Effective June 12, 1962; May 19, 1966; July 1, 1968; January 4, 1973; January 18, 1977; June 28, 1978; October 30, 1992.
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A guarantee of an assignment or power of substitution shall be a guarantee of the signature to such assignment
or power of substitution; a guarantee of a signature shall be a warranty that at the time of signing the signature
was genuine, the signer was an appropriate person to endorse and the signer had legal capacity to sign, but
shall not be a warranty of the rightfulness of the particular transfer.

Amended: June 28, 1978; October 30, 1992.
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Rescinded October 30, 1992.
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A certificate with an assignment or power of substitution guaranteed by an insolvent shall be a delivery only if
reguaranteed as provided in Rule 209.
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The Exchange may in particular cases direct that assignments and powers of substitution on certificates of a
company whose transfer books are closed indefinitely be properly acknowledged.

(Forms Nos. 4 to 15 [ pages 1710-1714].)
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A certificate of stock on which the name of a transferee has been filled in in error shall be a delivery during the
closing of the transfer books, provided that:

(1)   Statements as follows have been placed on the back of the certificate, signed and properly
acknowledged:
 

(A)   By Transferee:

"J (we) have no interest in the within certificate of stock."

(B)   and by Assignor:

"Above power of attorney cancelled by me (us) and a new detached assignment and power issued in lieu
of it."

(C)   and by Attorneys (if any):

A separate statement as follows, with proper acknowledgment by each attorney:

"I (we) have no interest in the within certificate of stock, and within power of substitution dated .... is hereby
cancelled."

(Acknowledgment Forms Nos. 13, 14 and 15 [ pages 1713-1714].) and,

(2)   the registered owner shall have executed a separate detached assignment (Form No. 2, page 2851), and

(3)   the papers shall have been presented to the Exchange and determined to be in order.
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Acknowledgments, affidavits, or depositions shall be executed before an officer having authority to take
acknowledgments under the laws of the state in which such instruments are executed and shall bear the seal of
the signing officer.

Any alteration or correction in an acknowledgment shall be properly noted by the signing officer.
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Rules 195 to 215, inclusive, shall apply to assignments of registered warrants for rights to subscribe, provided
that warrants assigned by a trustee, guardian, executor, administrator, conservator, assignee, receiver in
bankruptcy or a corporation shall be a delivery if permitted by the Exchange.
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Securities which are called for redemption shall not be a delivery on and after the first date when the serial
numbers of the stock certificates or bonds drawn for redemption become available, by publication or otherwise,
except when an entire issue is called for redemption and except in respect of transactions in called stock or
called bonds, as the case may be, dealt in specifically as such.

Amended: February 7, 1974.
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NYSE Guide, Regulation, Rule 219., New York
Stock Exchange, Proper Coupons, Warrants
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Coupon bonds shall have securely attached proper coupons, warrants, etc., of the same serial numbers as the
bonds. The money value of a coupon missing from a bond may be substituted by mutual consent of the parties
to the contract.

Amended: Effective February 13, 1956.
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Coupon bonds which have been registered as to principal shall be a delivery only if registered to bearer, or, while
the transfer books are closed, only if accompanied by a proper assignment for each bond.

Coupon bonds which have been "registered for voting purposes only" shall be a delivery only if such registration
has been cancelled.
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Click to open document in a browser

A coupon bond bearing an endorsement of a definite name of a person, firm, corporation, association, etc., in
conjunction with words of condition, qualification, direction or restriction, not properly pertaining thereto as a
security, shall not be a delivery unless sold specifically as an "endorsed bond."

This rule shall also apply to bonds with coupons bearing such endorsements.
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Click to open document in a browser

A coupon bond bearing an endorsement indicating that the bond was deposited in accordance with a
governmental requirement pertaining to banking institutions or insurance companies shall not be a delivery. If
released, with such release acknowledged before an officer authorized to take acknowledgments, it may be
delivered if sold specifically as a "released endorsed bond."
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A coupon bond which has become mutilated shall not be a delivery unless permitted by the Exchange.
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A bond bearing a coupon which has been mutilated as to the bond number or signature or which has been
cancelled in error shall not be a delivery unless appropriate endorsement in the form required by the Exchange
shall have been placed upon the reverse of the coupon.

The endorsement shall be signed on behalf of the obligor by an officer thereof or, under authorization from the
obligor, on behalf of the Corporate Trustee or Paying Agent by a duly authorized officer thereof or other person
authorized to sign on behalf thereof.

• • • Supplementary Material: 

.10   Mutilated Coupons.—It is required that the following endorsement be placed upon the reverse of a
coupon which has been mutilated as to bond number or signature:

“This coupon belongs to Bond No. ....................................... and is a valid obligation of the obligor.

...............................................

............................................. ”

In case a coupon has been cancelled in error, it is required that the following endorsement be placed upon
the reverse of the coupon:

“This coupon, belonging to Bond No. ....... cancelled in error; it is a valid obligation of the obligor.

...............................................

............................................. ”

The endorsement shall be signed on behalf of the obligor by an officer thereof or, under authorization from
the obligor, on behalf of the Corporate Trustee or Paying Agent by a duly authorized officer thereof or other
person authorized to sign on behalf thereof.

The Division of Stock List shall be notified in writing by the obligor, Corporate Trustee or Paying Agent
signing the endorsement, of the making of the endorsement, identifying the endorsed coupon and reciting
the language of the endorsement. If the endorsement is by other than the obligor, such notification to the
Exchange must include a certification that proper authorization to make the endorsement has been received
from the obligor.

If the coupon has become detached from the bond, it shall be properly attached thereto.

Amended: Effective March 30, 1962.
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All contracts made in securities listed on the Exchange shall be subject to the condition that, unless otherwise
specifically agreed between the parties, in the event that such securities become or are exchangeable for new
or other securities under a plan or proposal relating to such securities, the Exchange may in its discretion direct
that, upon admission to dealings of the new securities, settlement of such contracts, unless previously effected,
may be made by delivery either of the securities contracted for or the equivalent in securities and cash or other
property receivable under such plan or proposal.
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(a)   Each member and member organization shall use the facilities of a securities depository for the
book-entry settlement of all transactions in depository eligible securities with another member or member
organization or a member of a national securities exchange or a registered securities association.

(b)   Each member or member organization shall not effect a delivery-versus-payment or receipt-versus-
payment transaction in a depository eligible security with a customer unless the transaction is settled by book-
entry using the facilities of a securities depository.

(c)   For purposes of this rule, the term "securities depository" shall mean a securities depository registered
as a clearing agency under Section 17A of the Securities Exchange Act of 1934.

(d)   The term "depository eligible securities" shall mean securities that (i) are part of an issue (securities
identified by a single CUSIP number) of securities that is eligible for deposit at a securities depository and
(ii) with respect to a particular transaction, are eligible for book-entry transfer at the depository at the time of
settlement of the transaction.

(e)   This rule shall not apply to transactions that are settled outside of the United States.

(f)   The requirements of this rule shall supersede any inconsistent requirements under other Exchange rules.

(g)   This rule shall not apply to any transaction where the securities to be delivered in settlement of the
transaction are not on deposit at a securities depository and:
 

(i)   if the transaction is for same-day settlement, the deliverer cannot by reasonable efforts deposit the
securities in a securities depository prior to the cut-off time established by the depository for same-day
crediting of deposited securities, or

(ii)   the deliverer cannot by reasonable efforts deposit the securities in a depository prior to a cut-off date
established by the depository for that issue of securities.

Adopted: June 11, 1993; effective August 10, 1993.
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Before any issue of securities of an issuer is listed on the Exchange on or after June 7, 1995, the Exchange shall
have received a representation from the issuer that a CUSIP number identifying the securities has been included
in the file of eligible issues maintained by a securities depository registered as a clearing agency under Section
17A of the Securities Exchange Act of 1934 ("securities depository" or "securities depositories"), except that this
Rule shall not apply to a security if the terms of the security do not and cannot be reasonably modified to meet
the criteria for depository eligibility at all securities depositories.

Adopted: June 1, 1995.
Amended: May 28, 2002.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

68

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+SX-PMANU-NYSE227%2909013e2c8553e858?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D17A/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D17A/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, Forms
Approved by the Exchange (Forms 1—16.(b))

Click to open document in a browser

(For Use in Conjunction with Rules 175-225 .)

 1. Power of Substitution

POWER OF SUBSTITUTION TO BE USED WHEN ATTORNEY HAS BEEN DESIGNATED IN AN ASSIGNMENT.

"I (or we) hereby irrevocably constitute and appoint ....my (or our) substitute to transfer the within named
security under the foregoing Power of Attorney, with like Power of Substitution."

Dated ..................................................................................
..............................................................

2. Assignment Separate from Certificate.

For value received ....hereby sell, assign and transfer unto ....  .... ( ) Shares
of the ....Capital Stock of the ....standing in ....name on the books of said ....
.... represented by Certificate No. ....herewith and do hereby irreovcably constitute and appoint
....attorney to transfer the said stock on the books of the within named Company with full Power of
Substitution in the premises.

Dated ..................................................................................
..............................................................

3. Assignment Separate from Bond.

For value received ....hereby sell, assign and transfer unto ....one bond of the
....  .... for .... ($ ), No. ....herewith, standing
in ....name on the books of said ....and do hereby irrevocably constitute and appoint
....attorney to transfer the said bond on the books of the within named Company, with full Power of
Substitution in the premises.

Dated ..................................................................................
..............................................................

4. Acknowledgment—When Assignment on a Certificate is Executed by an Individual.

State of ............................................... #
ss.

County of ............................................ #

On this ....day
of ....19
....before me a Notary Public for the
County of ....personally appeared
to me known, and known to me to be the individual named in the within Certificate, and who executed
the foregoing Assignment and Power of Attorney, and acknowledged to me that he executed the same.

[SEAL] ..............................................................................
..............................................................................

5. Acknowledgment—When Power of Substitution is Executed by an Individual.

State of ............................................... #
ss.

County of ............................................ #
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On this ....day of ....19 ....before me a Notary Public for the County of
....personally appeared .... to me known, and known to me to be the individual named in
the foregoing Power of Attorney and who executed the foregoing Power of Substitution, dated ....19
................................................................................. , and acknowledged to me that he executed the same.

[SEAL] ..............................................................................
..............................................................................

6(a). Acknowledgment—When Assignment on a Certificate is Executed by a Firm.

State of ............................................... #
ss.

County of ............................................ #

On this ....day of ....19 .... , before me a Notary Public for the County of ....personally appeared
.. to me known, and known to me to be a member of (or authorized to sign under a Power of Attorney
filed with the New York Stock Exchange for) the firm of ....named in the within certificate, and who
executed the foregoing Assignment and Power of Attorney, and acknowledged to me that he executed
the same as the act and deed of said firm.

[SEAL] ..............................................................................
..............................................................................

Note.—If used for a firm that has ceased to exist, omit the word "be" in third line and substitute the words
"have been on ....19 .... ."

6(b). Acknowledgment—When Assignment on a Certificate is Executed by a Firm by Mechanically
Reproduced Facsimile Signature.

State of ............................................... #
ss.

County of ............................................ #

On this ....day
of ....19
.... , before me a Notary Public for
the County of ....personally appeared
.... to me known, and known to me to be a member of the firm of
... named in the within certificate, and acknowledged to me that the foregoing Assignment and Power of
Attorney was executed by the duly adopted mechanically reproduced facsimile signature of said firm as
the act and deed of said firm.

[SEAL] ..............................................................................
..............................................................................

Note.—If used for a firm that has ceased to exist, omit the word "be" in third line and substitute the words
"have been on ....19 .... ."

7(a). Acknowledgment—When Power of Substitution is Executed by a Firm.

State of ............................................... #
ss.

County of ............................................ #

On this ....day of ....19 .... , before me a Notary Public for the County of
....personally appeared .... to me known, and known to me to be a member of (or authorized to
sign under a power of attorney filed with the New York Stock Exchange for) the firm of ....named in
the foregoing Power of Attorney, and who executed the foregoing Power of Substitution, dated ....19
........................ , and acknowledged to me that he executed the same as the act and deed of said firm.
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[SEAL] ..............................................................................
..............................................................................

Note.—If used for a firm that has ceased to exist, omit the word "be" in third line and substitute the words
"have been on ....19 .... ."

7(b). Acknowledgment—When Power of Substitution is Executed by a Firm by Mechanically
Reproduced Facsimile Signature.

State of ............................................... #
ss.

County of ............................................ #

On this ....day of ....19 .... , before me a Notary Public for the County of ....personally
appeared .... to me known, and known to me to be a member of the firm of ....named in the foregoing
Power of Attorney, and acknowledged to me that the foregoing Power of Substitution, dated ....19,
.... , was executed by the duly adopted mechanically reproduced facsimile signature of said firm as the
act and deed of said firm.

[SEAL] ..............................................................................
..............................................................................

Note.—If used for a firm that has ceased to exist, omit the word "be" in third line and substitute the words
"have been on ....19 .... ."

8. Acknowledgment—For Wife and Husband for Assignment on a Certificate in Name of a Married
Woman.

State of ............................................... #
ss.

County of ............................................ #

On this day of 19 , before me a Notary Public for the County of personally appeared , and her
husband, both of them known to me, and they severally acknowledged that they executed the foregoing
Assignment and Power of Attorney, for the purpose therein mentioned.

[SEAL]

9 and 10. [Eliminated February 13, 1956.]

11. Acknowledgment—When Separate Assignment is Executed by an Individual.

State of ............................................... #
ss.

County of ............................................ #

On this day of 19 , before me a Notary Public for the County of personally appeared to me
known, and known to me to be the individual named in the annexed Certificate of Stock (or Bond) and who
executed the foregoing Assignment and Power of Attorney, and acknowledged to me that he executed the
same.

[SEAL]

12(a). Acknowledgment—When Separate Assignment is Executed by a Firm.

State of ............................................... #
ss.

County of ............................................ #

On this day of 19 , before me a Notary Public for the County of personally appeared to me
known, and known to me to be a member of (or authorized to sign under a power of attorney filed with the
New York Stock Exchange for) the firm of named in the annexed Certificate of Stock (or Bond) and who
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executed the foregoing Assignment and Power of Attorney, and acknowledged that he executed the same as
the act and deed of said firm.

[SEAL]

Note.—If used for a firm that has ceased to exist, omit the word "be" in the third line and substitute the words
"have been on 19 ."

12(b). Acknowledgment—When Separate Assignment is Executed by a Firm by Mechanically Reproduced
Facsimile Signature.

State of ............................................... #
ss.

County of ............................................ #

On this day of 19 , before me a Notary Public for the County of
personally appeared .... to me known, and known to me to be a member of the firm of

....named in the annexed Certificate of Stock (or Bond) and acknowledged to me that the foregoing
Assignment and Power of Attorney was executed by the duly adopted mechanically reproduced
facsimile signature of said firm as the act and deed of said firm.

[SEAL]

Note.—If used for a firm that has ceased to exist, omit the word "be" in third line and substitute the words
"have been on ....19 ."

13. Acknowledgment—For an Individual. (Cancellation of Assignment.)

State of ............................................... #
ss.

County of ............................................ #

On this day of 19 , before me a Notary Public for the County of personally appeared to me
known, and known to me to be the individual described in and who executed the above Instrument, and
acknowledged to me that he executed the same.

[SEAL]

14. Acknowledgment—For a Firm. (Cancellation of Assignment.)

State of ............................................... #
ss.

County of ............................................ #

On this day of 19 , before me a Notary Public for the County of personally appeared to me
known, and known to me to be a member of the firm of described in and who executed the above
Instrument, and acknowledged to me that he executed the same as the act and deed of said firm.

[SEAL] ..............................................................................
..............................................................................

Note.—If used for a firm that has ceased to exist, omit the word "be" in the third line and substitute the words
"have been on 19 ."

15(a). Acknowledgment—When Assignment or Power of Substitution is Executed by a Member
Corporation.

State of ............................................... #
ss.

County of ............................................ #

On this day of , 19 , before me personally came , to me known, who, being by me duly sworn, did
depose and say that he resides at  in ; that he is of , the corporation described in and which
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executed the foregoing instrument, * that he knows the seal of said corporation; that the seal affixed to said
instrument is such corporate seal; that it was so affixed by order of the Board of Directors of said corporation,
and that he signed his name thereto by like order.

[SEAL] ..............................................................................
..............................................................................

* If the corporation has no corporate seal, omit the words after the asterisk and substitute therefor the
following: "that he signed his name thereto by order of the Board of Directors of said corporation; and that the
reason why no seal is affixed to said instrument is because the corporation had no seal."

Note.—If used for a corporation that has ceased to exist, omit the word "is" in the fifth line and substitute the
word "was on , 19 ."

15(b). Acknowledgment—When Assignment or Power of Substitution is Executed by a Member
Corporation by Mechanically Reproduced Facsimile Signature.

State of ............................................... #
ss.

County of ............................................ #

On this day of , 19 , before me personally came , to me known, who, being by me duly sworn, did
depose and say that he resides at  in ; that he is of , the corporation described in and which
executed the foregoing instrument; * that he knows the seal of said corporation; that the seal affixed to said
instrument is such corporate seal; that it was so affixed by order of the Board of Directors of said corporation,
and that the duly adopted, mechanically reproduced facsimile of his signature was affixed thereto by like
order.

[SEAL] ..............................................................................
..............................................................................

* If the corporation has no corporate seal, omit the words after the asterisk and substitute therefor the
following: "that the facsimile of his signature was affixed thereto by order of the Board of Directors of said
corporation; and that the reason why no seal is affixed to said instrument is because the corporation had no
seal."

Note.—If used for a corporation that has ceased to exist, omit the word "is" in the fifth line and substitute the
words "was on , 19 ."

16(a). Affidavit by a Member Firm as Holder of Security in Name of Insolvent.

State of ............................................... #
ss.

County of ............................................ #

being duly sworn, deposes and says: that he resides at ; that he is a member of the firm of ; that
shares of the , stock of represented by certificate number were purchased by my said firm for

value on , without notice of the insolvency of and prior to the appointment of a Receiver for in whose
name said certificate is registered and by whom said certificate was endorsed and that said shares were not
received by my said firm in payment of an antecedent indebtedness.

Sworn to before
me this #
.................... day of
........... , 19 ...........# .....................................................................................................................

[SEAL]
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Note.—If used for a power of substitution executed by an insolvent, substitute the words "who executed the
foregoing Power of Substitution, dated , 19 ," for the words in the eighth and ninth lines reading "in
whose name said certificate is registered and by whom said certificate was endorsed."

16(b). Affidavit by a Member Corporation as Holder of Security in Name of Insolvent.

State of ............................................... #
ss.

County of ............................................ #

being duly sworn, deposes and says: that he resides at ; that he is an officer, to wit of a
corporation (hereinafter called the "Corporation"); that shares of the stock of represented by

certificate number were purchased by the Corporation for value on without notice of the insolvency of
and prior to the appointment of a Receiver for in whose name said certificate is registered and by whom
said certificate was endorsed and that said shares were not received by the Corporation in payment of an
antecedent indebtedness.

Sworn to before
me this #
.................... day of
........... , 19 ...........# .....................................................................................................................

[SEAL]

Note.—If used for a power of substitution executed by an insolvent, substitute the words "who executed the
foregoing Power of Substitution, dated , 19 ," for the words in the ninth and tenth lines reading "in whose
name said certificate is registered and by whom said certificate was endorsed."
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NYSE Guide, Regulation, Rule 235., New York
Stock Exchange, Ex-Dividend, Ex-Rights

Click to open document in a browser

Transactions in stocks shall be ex-dividend or ex-rights on the business day preceding the record date fixed by
the corporation or the date of the closing of transfer books. Should such record date or such closing of transfer
books occur upon a day other than a business day, this Rule shall apply for the second preceding business day.

The Exchange may, however, in any specific case, direct otherwise.

(See Rule 118 as to types of orders which shall or shall not be reduced and Rule 118.10- .30 regarding reduction
of orders, odd amounts, optional amounts and responsibility.)

Adopted: February 10, 2017 (NYSE-2016-87).
Amended: July 20, 2017 (NYSE-2017-33); February 14, 2019 (NYSE-2019-03).
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NYSE Guide, Regulation, Rule 236., New
York Stock Exchange, Ex-Warrants

Click to open document in a browser

Transactions in securities which have subscription warrants attached shall be ex-warrants on the business day
preceding the date of expiration of the warrants, except that when the date of expiration occurs on a day other
than a business day, said transactions shall be ex-warrants on the second business day preceding said date of
expiration.

The Exchange may, however, in any specific case, direct otherwise.

Adopted: February 9, 1968; March 17, 1995; effective June 7, 1995; February 25, 2009 (NYSE-2009-17); July 1, 2009
(NYSE-2009-59); February 10, 2017 (NYSE-2016-87); July 20, 2017 (NYSE-2017-33); February 14, 2019 (NYSE-2019-03).
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NYSE Guide, Regulation, Rule 237., New York
Stock Exchange, Buyer Entitled to Dividends, etc.

Click to open document in a browser

Unless otherwise agreed, the buyer shall be entitled to receive all dividends, rights and privileges, except voting
power, accruing upon securities purchased which are ex-dividend or ex-rights during the pendency of the
contract.
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NYSE Guide, Regulation, Rule 238., New York Stock
Exchange, Charge for Delivery of Dividends or Rights

Click to open document in a browser

For the delivery of stock dividends or rights or for the payment of cash dividends pertaining to securities which
the holder has failed to transfer, a charge of not exceeding one per cent of such payment or of the value of such
stock dividends or rights delivered may be made by the party making such delivery or payment, except by mutual
consent of the parties involved. For stock or scrip dividends or rights the charge shall be computed on the fair
market value thereof on the record date or date of closing of transfer books.

No charge shall be made for collecting dividends or rights accruing on securities deliverable on a contract.

Amended: Effective February 13, 1956.
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NYSE Guide, Regulation, Rule 239., New York
Stock Exchange, Claims for Dividends, Rights, etc.

Click to open document in a browser

When the owner of a registered security claims dividends, interest, rights, etc., from the party in whose name the
security is registered, the registered holder thereof may require from the claimant presentation of the certificate
or bond, a written statement that he was the holder of the security at the time of the closing of the books, a
guarantee against any future demand for the same and the privilege to record on the certificate or bond evidence
of the payment by cash or due-bill.
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NYSE Guide, Regulation, Rule 240., New
York Stock Exchange, Excess Rights

Click to open document in a browser

In cases where members or member organizations on the last day for subscription have more rights to subscribe
than they or their customers appear to be entitled to in accordance with the records of the members or member
organizations, the excess amount of rights shall be sold in the best available market and the proceeds of such
sales shall be held subject to the claims of the persons entitled to such rights to subscribe.
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NYSE Guide, Regulation, Rule 241., New York
Stock Exchange, Interest—Added to Contract Price

Click to open document in a browser

Unless otherwise directed by the Exchange, in settlement of contracts in bonds dealt in "and interest" there shall
be added to the contract price interest on the principal amount at the rate specified in the bond, which shall be
computed up to but not including the day on which delivery is due.

Amended: February 17, 1966; February 9, 1968; February 25, 2009 (NYSE-2009-17); July 1, 2009 (NYSE-2009-59); July 20, 2017
(NYSE-2017-33).
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NYSE Guide, Regulation, Rule 242., New York
Stock Exchange, Computation of Elapsed Days

Click to open document in a browser

The amount of interest deemed to have accrued on contracts in accordance with Rule 241 shall be:

(1) on bonds (except bonds issued or guaranteed by the United States Government), that portion of the
interest on the bonds for a full year, computed for the number of days elapsed since the previous
interest date on the basis of a 360-day-year. Each calendar month shall be considered to be 1/12 of
360 days, or 30 days, and each period from a date in one month to the same date in the following
month shall be considered to be 30 days.

(2) on bonds issued or guaranteed by the United States Government, that portion of the interest on the
bonds for the current full interest period, computed for the actual number of days elapsed since the
previous interest date on the basis of actual number of calendar days in the current full interest period.
The actual elapsed days in each calendar month shall be used in determining the number of days in a
period.

• • • Supplementary Material 

.10   Computation of elapsed days.—The following tables are given to illustrate the method of computing
the number of elapsed days in conformity with Rule 242, above:

On bonds (except bonds issued or guaranteed by the United States Government):

From 1st to 30th of the same month to be figured as 29 days

From 1st to 31st of the same month to be figured as 30 days

From 1st to 1st of the following month to be figured as 30 days.

Where interest is payable on 30th or 31st of the month:

From 30th or 31st to 1st of the following month to be figured as 1 day

From 30th or 31st to 30th of the following month to be figured as 30 days

From 30th or 31st to 31st of the following month to be figured as 30 days

From 30th or 31st to 1st of second following month, figured as 1 month, 1 day.

On bonds issued or guaranteed by the United States Government:

From 15th of a 28-day month to the 15th of the following month is 28 days

From 15th of a 30-day month to the 15th of the following month is 30 days

From 15th of a 31-day month to the 15th of the following month is 31 days.

The six months' interest period ending:

January 15 is 184 days July 15 is 181 *  days

February 15 is 184 days August 15 is 181 *   days

March 15 is 181 *   days September 15 is 184 days

April 15 is 182 *   days October 15 is 183 days

May 15 is 181 *   days November 15 is 184 days

June 15 is 182 *   days December 15 is 183 days

*  Leap Year adds 1 day to this period.
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NYSE Guide, Regulation, Rule 243., New York
Stock Exchange, Interest Computation—Fractions

Click to open document in a browser

In all transactions involving the payment of interest, fractions of a cent equaling or exceeding five mills shall be
regarded as one cent; fractions of a cent less than five mills shall be disregarded.
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NYSE Guide, Regulation, Rule 244., New York
Stock Exchange, Bonds— “And Interest” Dealings
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Bonds dealt in "and interest" shall continue to be dealt in on that basis until the Exchange directs otherwise.
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Income bonds, unless otherwise directed by the Exchange, shall be dealt in "flat."
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Bonds dealt in "flat" shall carry all past due and unpaid coupons, unless the Exchange directs otherwise.
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Bonds dealt in "flat" on which a payment of interest or principal is made shall be ex-interest or ex-principal as
directed by the Exchange.
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When registered bonds dealt in "and interest" are delivered between the record date fixed for the purpose of
determining holders entitled to receive interest and the interest payment date, a due-bill, signed by the party in
whose name the bond stands, or by a member or member organization, for the full amount of the interest to be
paid by the obligor, shall accompany the bond until interest is paid.
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Exchange, Registered Bonds “Flat,” Due-Bills for Interest

Click to open document in a browser

When registered bonds dealt in "flat" are delivered after the record date fixed for the purpose of determining
holders entitled to receive an interest or principal payment, in settlement of a contract made prior to the date on
which the issue of bonds is quoted "ex" by direction of the Exchange, a due-bill, signed by the party in whose
name the bond is registered, or by a member or member organization, for the full amount of the interest or
principal to be paid by the obligor, shall accompany the bonds.

The Exchange may, however, in any particular case, direct otherwise.
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Exchange, Deliveries On or After Interest Dates
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Bonds dealt in "and interest," delivered on or after the date on which interest is due and payable, shall be without
the coupons due on such date, with adjustment for the cash value of the coupons in determining the accrued
interest payable as provided by Rule 241.

Amendment.
February 13, 1956.
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[Rescinded August 16, 1988.]
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NYSE Guide, Regulation, Rule 255., New York Stock
Exchange, “Due-Bill,” “Due-Bill Check” Defined
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(a)   The term "due-bill," as used in the Rules, means an assignment or other instrument employed for the
purpose of evidencing the transfer of title to any dividend, interest or rights pertaining to securities contracted
for, or evidencing the obligation of a seller to deliver such dividend, interest or rights to a subsequent owner.

(b)   The term "due-bill-check," as used in the Rules, means a due-bill in the form of a check payable on the
date of payment of a cash dividend, which prior to such date shall be considered as a due-bill, as defined in
paragraph (a), for the amount of such dividend.
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Due-bills shall be in form approved by the Exchange except that with specific permission of the Exchange
certificates of less than the unit of trading issued after the record date, in the names of members or member
organizations, may be accompanied by a special form of odd-lot due-bill.

(Form No. 17, 18, 19, 20, 21 or 22 [ pages 1719-1721].)
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When a security is sold before it is ex-dividend or ex-rights, and delivery is made too late to enable the buyer to
obtain transfer in time to become a holder of record to receive the distribution to be made with respect to such
security, the seller shall pay or deliver the distribution to the buyer in the following manner, unless otherwise
directed by the Exchange:

(1) In the case of stock dividends or rights to subscribe, the seller shall deliver to the buyer, within two
days after the record date, either the dividend or rights, or a duebill for such dividend or rights.

(2) In the case of cash dividends, the seller shall deliver to the buyer, within two days after the record date,
a due-bill-check for the amount of the dividend.

The same principle shall apply to the return of loans of securities after the record date.

Adopted: February 10, 2017 (NYSE-2016-87).
Amended: July 20, 2017 (NYSE-2017-33); February 14, 2019 (NYSE-2019-03).
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NYSE Guide, Regulation, Rule 258., New
York Stock Exchange, Due-Bills—Guaranty
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A due-bill which is used pursuant to specific direction of the Exchange shall be signed by the holder of record
entitled to receive the distribution from the issuer of the security. The signature shall correspond with the name
on the face of the security to which the due-bill is attached. When executed by a non-member, it shall be
guaranteed in the same manner as assignments of securities.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

96

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+SX-PMANU-NYSE258%2909013e2c8553e890?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, Rule 259., New York
Stock Exchange, Due-Bills—Redemption
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When, by direction of the Exchange, a security is not ex-dividend or ex-rights, as the case may be, on the date
such event should ordinarily take place, and due-bills are required to accompany deliveries, the due-bills shall be
redeemable on the date fixed by the Exchange.

When due-bills are used without specific direction of the Exchange, by reason of deliveries made too late to
allow purchasers who are entitled to dividends or rights to effect a transfer of the securities, or otherwise, the
due-bills shall be redeemable on the date of payment or distribution of the dividend or rights, except that in the
case of rights to subscribe which are admitted to dealings on the Exchange on a "when issued" basis, such due-
bills shall be redeemable on the date fixed by the Exchange for settlement of "when issued" contracts in the
rights.

When due-bills are used on deliveries of registered bonds pursuant to Rules 248 and 249, the due-bills shall
be redeemable on the date of payment of the interest, except that in the case of registered bonds dealt in "flat,"
which are delivered after the date on which the issue of bonds is declared ex-interest by the Exchange, such
due-bills shall be redeemable on the date when delivery of the bonds is made, or on the date of payment of the
interest, whichever is later.

Due-bills shall be redeemed by the members or member organizations by whom they are signed or guaranteed.
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Approved by the Exchange Forms (Forms 17—22)
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17. Due-Bill for Cash Dividend.

FOR VALUE RECEIVED, the undersigned, holder of record at the close of business on .... , of .... (.... )
shares of ....Stock of .... , represented by Certificate No. .... , hereby assigns, transfers
and sets over unto ............. the cash dividend of ............. ($ ............. ) to which the undersigned is entitled.

Dated ...................................................
..............................................................................................

18. Due-Bill for Stock Dividend.

FOR VALUE RECEIVED, the undersigned, holder of record at the close of business on .... ,
of .... ,
(.... ) shares
of ....Stock of
.... , represented by Certificate
No. .... , hereby assigns, transfers
and sets over unto .... the
....(.... )
shares of ....Stock of
.... to which the undersigned is entitled as a stock dividend,
and hereby irrevocably constitutes and appoints ....
.. attorney to transfer the shares representing said stock dividend on the books of said corporation with full
powers of substitution in the premises.

Dated ...................................................
..............................................................................................

19. Due-Bill for Stock Distribution

FOR VALUE RECEIVED, the undersigned, holder of record at the close of business on .... , of .... (.... )
shares of ....Stock of .... , represented by Certificate No. .... , hereby assigns, transfers
and sets over unto .... , the ....(.... ) shares of ....Stock of .... to which
the undersigned is entitled as a stock distribution, and hereby irrevocably constitutes and appoints ....
....attorney to transfer the shares representing said stock distribution on the books of said corporation with
full powers of substitution in the premises.

Dated ...................................................
..............................................................................................

20. Due-Bill for Rights.

FOR VALUE RECEIVED, the undersigned, holder of record at the close of business on .... , of
....(.... ) shares of ....Stock of .... , represented by Certificate No.
.... , hereby assigns, transfers and sets over unto ....  .... the warrant and/or fractional
warrant to which the undersigned is or may be entitled, evidencing the Right to Subscribe for ....................

....................................................................................................................................................................................

....................................................................................................................................................................................

Dated ...................................................
..............................................................................................
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21. Due-Bill for Interest.

Due bearer ........ dollars ($ ........ ) representing the interest due ........ on (registered bond) No. ........ (of the)

(certificate of deposit) (representing)

....................................................................................................................................................................................

....................................................................................................................................................................................

for $ ............................which interest is payable to holders of record on ............................ ............................

Dated ...................................................
..............................................................................................

22. Due-Bill for Odd-Lots.

....Due Bearer the ....dividend declared by the ....  .... to
stockholders of record of ...................... on ...................... (...................... ) shares of their ...................... stock.

Dated ...................................................
..............................................................................................
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NYSE Guide, Regulation, Rule 265., New York
Stock Exchange, “Reclamation” Defined
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The term "reclamation," as used in Rules 266 to 274, inclusive, means a claim for the right to return, or to
demand the return of, securities previously delivered and accepted.
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NYSE Guide, Regulation, Rule 266., New
York Stock Exchange, Time for Return
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A security with an irregularity which has been delivered may be returned or reclaimed on the day of delivery up
to 2:00 p.m. On a subsequent business day, delivery on reclamation shall be made by final delivery time on such
day.

Amended: August 12, 1968; July 11, 1974.
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When a security is returned or reclaimed, the party who delivered it shall immediately either give the party
presenting it the security in proper form for delivery in exchange for the security originally delivered or pay the
current market value therefor. In the latter case, unless otherwise agreed, the party to whom the security is
returned shall be deemed to be failing to deliver the security.
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Reclamation for an irregularity which affects only the currency of the security in the market shall be made within
ten days from the day of original delivery.
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Click to open document in a browser

Reclamation on bonds bearing endorsements referred to in Rules 221 and 222 shall be made within ten days
from the day of original delivery.
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Reclamation, by reason of the fact that a form of certificate was delivered which was not a proper delivery, but
which is exchangeable without charge for a certificate which is a delivery, shall be made within ten days from the
day of original delivery.
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Reclamation, by reason of the fact that the wrong security was delivered, may be made without limit of time.
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Stock Exchange, Lost or Stolen—Title Questioned

Click to open document in a browser

Reclamation, by reason of the fact: (1) That title to a security is called in question, or (2) that a security is
reported to have been lost or stolen, or (3) that the transfer or payment of a security is prohibited or restricted by
law or governmental authority, may be made without limit of time, and such security may be returned to the party
who introduced it into the market.
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Reclamation, by reason of the fact that a called security was delivered, which was not a delivery under the
provisions of Rule 217 or 218, may be made without limit of time and such security may be returned to the party
who held it at the time such security ceased to be a delivery.

(Note: This Rule does not apply when an entire issue is called for redemption or when the securities involved
were dealt in specifically as called securities.)
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Reclamation, by reason of the fact that a certificate in the name of a married woman was delivered, which was
not a delivery under the provisions of Rule 208 because applicable law limits the right of a married woman to
transfer the certificate, may be made without limit of time.

Adopted.
Effective February 13, 1956.
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Notwithstanding the provisions of Rules 265 to 274, inclusive, where there are equitable considerations, the
Exchange may in particular cases direct otherwise, and may also issue special directions in circumstances not
specifically covered by such Rules.
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When a disagreement between members or member organizations arising from a transaction in securities is
discovered, the money difference shall forthwith be established by purchase or sale or by mutual agreement.
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When an announcement is made of the suspension of a member or member organization, members or member
organizations having contracts with the suspended member or member organization for the purchase, sale or
loan of securities shall, without unnecessary delay, proceed to close such contracts on the Exchange or in the
best available market, except in so far as the rules of a Qualified Clearing Agency are applicable and provide the
method of closing; provided, however, that upon any such suspension, the Board may, in its discretion, suspend
the mandatory close-out provisions of this rule and may, in its discretion, reinstate such provisions at such time
as it may determine.

Should such a contract not be closed when required to be closed by this Rule, the price of settlement shall be
fixed by the fair market value at the time when such contract should have been closed under this Rule.

Amended: April 18, 1968; January 18, 1977; June 28, 1978; February 27, 2006, effective March 8, 2006 (NYSE-2005-77).
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A contract in securities, except a contract where its close-out is governed by the rules of a Qualified Clearing
Agency, which has not been completed by the seller in accordance with its terms, may be closed-out by the
buyer (i.e., the initiating member organization) no sooner than three business days after the due date for
delivery, pursuant to the following procedures:

(a)   An initiating member organization (buyer) may deliver a written “buy-in” notice to the defaulting member
organization at or before 12:00 noon ET at least two business days before the proposed execution of a "buy-
in" (the buy-in execution date shall be referred to as the "effective date" of the notice). Receipt of delivery
to the defaulting member organization, must be maintained with the notice as part of the initiating member
organization’s books and records.

(b)   The defaulting member organization receiving the "buy-in" notice must send a signed, written response
to the initiating organization stating its position with respect to the resolution of the item no later than 5:00
p.m. ET on the date of issuance of the "buy-in" notice (the "buy-in" notice date).

(c)   If the "buy-in" notice has not been returned by 5:00 p.m. ET on the "buy-in" notice date, or the "buy-in"
notice is returned as "DK’d," or the "buy-in" notice is returned with the indication that the contract is known
but that delivery cannot be made, a "buy-in" shall be executed on the "effective date" by the initiating member
organization by purchasing all or part of the securities necessary to satisfy the amount requested in the "buy-
in" notice.

(d)   Where the buyer is a customer (i.e., other than another member organization), upon failure of a
defaulting member organization to effect delivery in accordance with a "buy-in" notice, the contract may be
closed-out at the option of the initiating member organization, for guaranteed delivery for all or any part of the
securities necessary to complete the contract. "Buy-ins" executed in accordance with this paragraph shall be
for the account and risk of the defaulting member organization.

(e)   Every "buy-in" notice shall state the date of the contract to be closed, the quantity and the contract price
of the securities covered by said contract, the settlement date of said contract and any other information
deemed necessary to properly identify the contract to be closed. Such notice shall state further that ‘unless
delivery of the underlying securities is effected at or before 3:00 p.m. ET on the "effective date" of the "buy-
in" notice, the security may be "bought in" on the date specified for the account of the initiating member
organization.’ Each "buy-in" notice shall also state the name and telephone number of the individual
authorized to pursue further discussions concerning the "buy-in."

(f)   Securities delivered by the defaulting party subsequent to the receipt of the "buy-in" notice should be
considered as received pursuant to the "buy-in" notice. Delivery of the requisite number of shares, as stated
in the "buy-in" notice, or execution of the "buy-in" will also operate to close-out all contracts covered under re-
transmitted notices of "buy-ins" issued pursuant to the original notice of "buy-in," pursuant to section .25 of
this Rule.. If a re-transmitted "buy-in" is executed, it will operate to close-out all contracts covered under the
re-transmitted notice. A "buy-in" may be executed by the initiating member organization from its long position
and/or from customers’ accounts maintained with such member organization.

(g)   Prior to the closing of a contract on which a "buy-in" notice has been given, the initiating member
organization shall accept any portion of the securities called for by the contract, provided the portion
remaining undelivered at the time the initiating member organization proposes to execute the "buy-in" is not
an amount that includes an odd-lot which was not part of the original transaction.
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(h)   The initiating member organization executing the "buy-in" shall immediately upon execution, but no later
than 5:00 p.m. ET, notify the defaulting member organization as to the quantity purchased and the price paid.
Such notification shall be in written or electronic form having contemporaneous receipt capabilities, or if not
available, the telephone shall be used for the purpose of same day notification, provided that written or similar
electronic notification having next day receipt capabilities must also be sent out simultaneously. In either
case, formal confirmation of purchase along with a billing or payment, as appropriate, should be forwarded as
promptly as possible after the execution of the "buy-in."

(i)   In situations where securities have been delivered by the defaulting member organization after the "buy-
in" order was placed, the securities may be returned if the "buy-in" was executed before it could reasonably
be cancelled by the initiating member organization.

(j)   For purposes of this Rule, written notice shall include an electronic notice through a medium that provides
contemporaneous return receipt capability. Such electronic media shall include but not be limited to facsimile
transmission, a computerized network facility, or the electronic functionality of a Qualified Clearing Agency,
etc.

(k)   Fails that are subject to the rules of a Qualified Clearing Agency must comply with the procedures or
requirements of the Qualified Clearing Agency.

• • • Supplementary Material 

.10   Members and member organizations are obligated to comply with the close-out provisions of Regulation
SHO, promulgated under the Securities Exchange Act of 1934. Specifically, Exchange “buy-in” rules do not
abrogate a member’s or a member organization’s responsibilities or obligations to comply with Regulation
SHO, and the close-out provisions of Rule 203(b)(3).

.15 Closing Contracts - Conditions A member organization may close a contract as provided in section .20
of this Rule in the event that:

(1) it has been advised that the other party to the contract does not recognize the contract; or
(2) the other party to the contract neglects or refuses to exchange written contracts pursuant to Rule

137.

.20 Closing Contracts—Procedure  When Rule 282 permits the closing of a contract, an original party to
the contract may close it, provided that notice, either written or oral, shall have been given to the other original
party at least thirty minutes before such closing. If a member organization given up by an original party to a
contract has been advised that the other party to the contract does not recognize it, or if the other party to the
contract neglects or refuses to exchange written contracts, it shall promptly notify the original party who acted
for him or it, who may then close the contract as herein provided.

.25 Notice of Intention to Successive Parties  Every member organization receiving notice that a contract
is to be closed for its account because of non-delivery (including a notice pursuant to the rules of a Qualified
Clearing Agency, other than an obligation of the member organization to deliver securities to the Qualified
Clearing Agency or under its rules is to be closed-out for its own account) shall immediately re-transmit
notice thereof to any other member organization from whom the securities involved are due. Every such re-
transmitted notice shall be in writing and shall be delivered at the office of the member organization to whom
it is addressed; it shall state the date of the contract upon which the securities are due from such member
organization, and the name of the member organization who has given the original notice to close.

.30 Closing Portion of Contract  When notice of intention to close a contract, or re-transmitted notice
thereof, is given for less than the full amount due, it shall be for not less than one trading unit.
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.35 Liability of Succeeding Parties  The closing of a contract shall be for the account and liability of each
succeeding party with an interest in such contract, and, in case notice that such contract will be closed has
been re-transmitted, as provided in this Rule, such closing shall also automatically close all contracts with
respect to which such re-transmitted notice shall have been delivered prior to the closing.

Re-establishment of Contract

If such re-transmitted notice is sent by a member organization before the contract has been closed, but is not
received until after such closing, then the member organization who sent the notice may, unless otherwise
agreed, promptly re-establish, by a new sale, the contract with respect to which such notice has been sent.

Payment of Money Difference

Any money difference resulting from the closing of a contract, or from the re-establishment of a contract
as herein provided, shall be paid not later than 3:00 p.m. ET on the following business day to the member
organization entitled to receive the same.

.40 Notice of Closing to Successive Parties  When a contract other than a contract the close-out of which
is governed by the rules of a Qualified Clearing Agency has been closed the member organization who
closed the same, or who gave the order to close the same, shall immediately notify the member organization
for whose account the contract was closed. The member organization receiving such a notification or
receiving notification that a contract has been closed pursuant to the rules of a Qualified Clearing Agency
shall immediately notify each succeeding party in interest and other member organizations to whom re-
transmitted notice, as provided for in section .30 of this Rule, has been sent. Statements of resulting money
differences, if any, shall also be rendered immediately.

.45 Must Receive Delivery  When a member organization has delivered a buy-in notice pursuant to this
Rule, or has re-transmitted notice thereof as provided for in section .30 of this Rule, the initiating member
organization must receive and pay for those securities subject to the buy-in notice if tendered prior to the buy-
in of such contract.

If the organization that, pursuant to this Rule, is notified prior to the buy-in by a defaulting member
organization that some or all of the securities (but not less than one trading unit) are in its physical possession
and will be promptly delivered, then the order to buy-in shall not be executed with respect to such securities,
and the initiating member organization who has given the original order to buy-in shall accept and pay for
such securities, if tendered promptly.

Damages for Non-delivery

If such securities are not promptly tendered, the defaulting member organization who has stated that they
would be promptly delivered shall be liable for any resulting damages.

.50 Defaulting Party May Deliver After “Buy-In” Notice  A defaulting member organization (seller) who has
received a "buy-in" notice, pursuant to this Rule, or re-transmitted notice thereof, may deliver the securities
to the initiating member organization (buyer) issuing such notice up to 3:00 p.m. ET. The defaulting member
organization may deliver such securities after 3:00 p.m. ET on the “effective date” of the buy-in notice if:
(i) agreed to by the initiating member organization, (ii) before the execution of the order and (iii) when the
defaulting member organization has physical possession of the securities.

.55 Securities in Transit If, prior to the closing of a contract on which a "buy-in" notice has been given,
the buyer receives from the seller written or comparable electronic notice stating that the securities are:
(1) in transfer; (2) in transit; (3) are being shipped that day; or (4) are due from a depository and giving the
certificate numbers (except for those securities due from a depository), then the buyer must extend the
execution date of the “buy-in” for a period of seven (7) calendar days from the date delivery was due under
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the “buy-in.” Upon request of the seller, an additional extension of seven (7) calendar days may be granted by
the NYSE based upon the circumstances involved.

.60 “Close-Out” Under NYSE or Other National Securities Exchange Rulings  (1) When a national
securities exchange makes a ruling that all open contracts with a particular member, which is also a
member organization of the NYSE, should be closed-out immediately (or any similar ruling), such member
organization may close-out contracts as directed by the national securities exchange.

(2) Whenever the NYSE ascertains that a court has appointed a receiver for any member organization,
because of its insolvency or failure to meet its obligations, or whenever the NYSE ascertains, based upon
evidence before it, that a member organization cannot meet its obligations as they become due and that such
action will be in the public interest, the NYSE may, in its discretion, issue notification that all open contracts
with the member organization in question may be closed-out immediately.

(3) Within the meaning of this section, to close-out immediately shall mean that: (A) "buy-ins" may be
executed without prior notice of intent to "buy-in" and (B) "sell-outs" may be executed without making prior
delivery of the securities called for.

(4) All close-outs executed pursuant to the provisions of this section shall be executed for the account and
liability of the member organization in question. Notification of all close-outs shall immediately be sent to such
member organization.

.65 Failure to Deliver and Liability Notice Procedures  (1)(A) If a contract is for warrants, rights,
convertible securities or other securities which: (i) have been called for redemption; (ii) are due to expire
by their terms; (iii) are the subject of a tender or exchange offer; or (iv) are subject to other expiring events
such as a record date for the underlying security and the last day on which the securities must be delivered
or surrendered (the expiration date) is the settlement date of the contract or later the receiving member
organization may deliver a Liability Notice to the delivering member organization as an alternative to the
close-out procedures set forth in this Rule. When the parties to a contract are both participants in a Qualified
Clearing Agency that has an automated service for notifying a failing party of the liability that will be attendant
to a failure to deliver, the transmission of the liability notice must be accomplished through the use of said
automated notification service. When the parties to a contract are not both participants in a Qualified Clearing
Agency that has an automated service for notifying a failing party of the liability that will be attendant to a
failure to deliver, such notice must be issued using written or comparable electronic media having immediate
receipt capabilities and must be sent as soon as practicable but not later than two hours prior to the cutoff
time set forth in the instructions on a specific offer or other event in order to obtain the protection provided by
this Rule.

(B) If the contract is for a deliverable instrument with an exercise provision and the exercise may be
accomplished on a daily basis, and the settlement date of the contract to purchase the instrument is on or
before the requested exercise date, the receiving member organization may deliver a Liability Notice to the
delivering member organization no later than 11:00 a.m. ET on the day the exercise is to be effected. Notice
may be redelivered immediately to another member organization but no later than noon on the same day.
When the parties to a contract are both participants in a Qualified Clearing Agency that has an automated
service for notifying a failing party of the liability that will be attendant to a failure to deliver, the transmission
of the liability notice must be accomplished through use of said automated notification service. When the
parties to a contract are not both participants in a Qualified Clearing Agency that has an automated service
for notifying a failing party of the liability that will be attendant to a failure to deliver, such notice must be
issued using written or comparable electronic media having immediate receipt capabilities. If the contract
remains undelivered at expiration, and has not been canceled by mutual consent, the receiving member
organization shall notify the defaulting member organization of the exact amount of the liability on the next
business day.
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(C) In all cases, member organizations must be prepared to document requests for which a Liability Notice is
initiated.

(2) If the delivering member organization fails to deliver the securities on the expiration date, the delivering
member organization shall be liable for any damages which may accrue thereby. A Liability Notice delivered
in accordance with the provisions of this Rule shall serve as notification by the receiving member organization
of the existence of a claim for damages. All claims for such damages shall be made promptly.

(3) For the purposes of this Rule, the term "expiration date" shall be defined as the latest time and date on
which securities must be delivered or surrendered, up to and including the last day of the protect period, if
any.

(4) If the above procedures are not utilized as provided under this Rule, contracts may be "bought-in" without
prior notice after normal delivery hours on the expiration date. Such buy-in execution shall be for the account
and risk of the defaulting member organization.

.70 Delivery on a Specified Date Contracts made for or amended to include guaranteed delivery on a
specified date may be "bought-in" without notice during the normal trading hours on the day following the
date delivery is due on the contract; otherwise, the procedures set forth in this Rule shall apply. In all cases,
notification of executed "buy-in" must be provided pursuant to this Rule. "Buy-ins" executed in accordance
with this paragraph shall be for the account and risk of the defaulting broker/dealer.

.75 “Buy-In” Desk Required Member organizations shall have a "buy-in" section or desk adequately staffed
to process and research all "buy-ins" during normal business hours.

.80 Buy-In of Accrued Securities Securities in the form of stock, rights or warrants which accrue to a
purchaser shall be deemed due and deliverable to the purchaser on the payable date. Any such securities
remaining undelivered at that time shall be subject to the "buy-in" procedures as provided under this Rule.

Adopted: April 18, 1968, effective August 1, 1968.
Amended: August 15, 1968, effective December 1, 1968; October 24, 1968, effective December 2, 1968; May 18, 1972; July 11,
1974; April 30, 1976; June 28, 1978; May 16, 1983; August 9, 2001, effective August 17, 2001 (NYSE-2001-16); November 28, 2005
(NYSE-2005-50); September 15, 2008 (NYSE-2008-80); February 25, 2009 (NYSE-2009-17); July 1, 2009 (NYSE-2009-59); February
10, 2017 (NYSE-2016-87); July 20, 2017 (NYSE-2017-33); July 27, 2017 (NYSE-2017-38).
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This Rule was removed as part of NYSE-2008-80 effective September 15, 2008.
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Reserved.

Amended: October 24, effective December 2, 1968; July 11, 1974; June 28, 1978; May 16, 1983; November 28, 2005
(NYSE-2005-50).
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This Rule was removed as part of NYSE-2008-80 effective September 15, 2008.

Amended: July 11, 1974; June 28, 1978; September 15, 2008 (NYSE-2008-80).
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This Rule was removed as part of NYSE-2008-80 effective September 15, 2008.
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This Rule was removed as part of NYSE-2008-80 effective September 15, 2008.

Re-establishment of contract

Amended: June 28, 1978; February 27, 2006, effective March 8, 2006 (NYSE-2005-77); September 15, 2008 (NYSE-2008-80).
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This Rule was removed as part of NYSE-2008-80 effective September 15, 2008.

Amended: July 11, 1974, effective July 18, 1974; June 28, 1978; September 15, 2008 (NYSE-2008-80).
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York Stock Exchange, Must Receive Delivery
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This Rule was removed as part of NYSE-2008-80 effective September 15, 2008.

Amended: April 18, 1968, effective August 1, 1968; October 24, effective December 2, 1968; May 16, 1983; November 28, 2005
(NYSE-2005-50); September 15, 2008 (NYSE-2008-80).
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This Rule was removed as part of NYSE-2008-80 effective September 15, 2008.

Amended: November 28, 2005 (NYSE-2005-50); September 15, 2008 (NYSE-2008-80).
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When a contract is closed, any member or member organization accepting the bid or offer, and not complying
promptly therewith, shall be liable for any damages resulting therefrom.
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NYSE Guide, Regulation, Rule 292., New York Stock
Exchange, Restrictions on Members' Participation
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No member or member organization, who for his or its own account has given an order to close a contract
because of non-delivery, shall fill the order by selling for his or its own account, either directly or through a
broker, the securities named therein; and no member or member organization shall knowingly enable or permit
any other person on whose behalf the order to close because of non-delivery has been issued to fill such order
by selling for his own account the securities named therein. If a member or member organization has issued an
order to close because of nondelivery and, acting for another principal, supplies the securities named therein, he
or it must make delivery in accordance with the terms of the contract thus created, and may not by consent or
otherwise fail to make such delivery. The member or member organization for whose account a contract is being
closed, or any succeeding member or member organization in interest, or any member or member organization
to whom re-transmitted notice has been sent, shall not accept the bid or offer, unless such member or member
organization is acting for a principal other than the one for whose account the contract is being closed.
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NYSE Guide, Regulation, Rule 293., New York Stock
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A contract, other than a contract governed by the rules of a Qualified Clearing Agency in securities which have
been suspended from dealings on the Exchange, which has not been fulfilled according to the terms thereof may
be closed in the best available market by the party thereto who is not in default.

Amended: June 28, 1978.
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NYSE Guide, Regulation, Rule 294., New York
Stock Exchange, Default in Loan of Money
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When a loan of money is not paid before 2:15 p.m. of the day upon which it becomes due, the borrower shall
be considered as in default and the lender may, without notice, sell the securities pledged therefor, or so much
thereof as may be necessary to liquidate the loan.
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Rescinded effective June 28, 1978.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

130

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+SX-PMANU-NYSE295%2909013e2c8553e8b8?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, Rule 296., New York Stock
Exchange, Liquidation of Securities Loans and Borrowings
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(a)   Each member or member organization that is a party to an agreement with another member or
member organization providing for the loan and borrowing of securities shall have the right to liquidate such
transaction whenever the other party to such transaction
 

(1)   applies for or consents to, or is the subject of an application for, the appointment of or the taking
of possession by a receiver, custodian, trustee, or liquidator of itself or of all or a substantial part of its
property,

(2)   admits in writing its inability, or becomes generally unable, to pay its debts as such debts become
due,

(3)   makes a general assignment for the benefit of its creditors, or

(4)   files, or has filed against it, a petition under Title 11 of the United States Code, or has filed against it
an application for a protective decree under Section 5 of the Securities Investor Protection Act of 1970,

unless that right is stayed, avoided, or otherwise limited by an order authorized under the provisions of
the Securities Investor Protection Act of 1970 or any statute administered by the Securities and Exchange
Commission.

(b)   No member or member organization shall lend or borrow any security to or from any non-member
of the Exchange except pursuant to a written agreement, which may consist of the exchange of contract
confirmations, that confers upon such member or member organization the contractual right to liquidate such
transaction because of a condition of the kind specified in (a) above.

• • • Supplementary Material: 

.10   As used herein, an agreement for the loan and borrowing of securities shall mean a securities contract
or other agreement, including related terms, for the transfer of securities against the transfer of funds,
securities, or other collateral, with a simultaneous agreement by the transferee to transfer to the transferor
against the transfer of funds, securities, or other collateral, upon notice, at a date certain, or upon demand,
the same or substituted securities.

.20   Each member or member organization subject to the provisions of Rule 15c3-3 under the Securities
Exchange Act of 1934 that borrows securities from a customer (as defined in said rule) shall comply with the
provisions thereof relating to the requirements for a written agreement between the borrowing member or
member organization and the lending customer.

Adopted: March 20, 1985.
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Rescinded July 11, 1974.
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Rescinded July 11, 1974.
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NYSE Guide, Regulation, Rule 299A., New York
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Click to open document in a browser

• • • Supplementary Material: 

.10   In the event of a Civil Defense alarm in New York City the following procedure will be followed:
 

(a)   If an alarm is in effect at the time the Exchange would normally be opened, the opening will be
postponed until after the public all clear signal.

(b)   If an alarm is given during the time the Exchange is open for business, the Floor sirens will be
sounded, which shall automatically terminate all trading on the Floor. An appropriate notice will be
published on the tape.
 

(1)   The termination of trading under the circumstances shall have the same effect on bids and offers
as a closing of the Exchange.

(3)   If trading is resumed the same day, bidding and offering on the Floor at the re-opening shall be
conducted as at any other opening, but for other purposes a trading session so interrupted shall be
regarded as a single session.

(c)   All day orders shall be regarded as good for the entire day regardless of any interruption of trading.

(d)   A period of at least 10 minutes will be allowed between the public all clear signal and the opening or
re-opening.

It is contemplated that as soon as possible after the public all clear signal is given, necessary notices
concerning procedure will be published on the tape, including the time of re-opening, the time of final closing,
etc.

Amended: October 24, 2008 (NYSE-2008-46).
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Exchange, New York State Stock Transfer Tax Exemption
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• • • Supplementary Material: 

.10   The Department of Taxation and Finance of the State of New York, in a communication dated June 1,
1967, stated that the New York Stock Transfer Tax Law had been amended by Chapter 301, Laws of 1967,
so as to provide that where a sale or transfer of stock is made by a "governmental entity" or "international
organization" which is exempt from the stock transfer tax, the transferee shall not be liable for the tax.

Prior to the enactment of the amendment, New York State and its municipalities were exempt from the stock
transfer tax on account of their governmental character, the Federal Government and its agencies and its
instrumentalities were held exempt on constitutional grounds, foreign governments were also held exempt on
grounds of international comity, and certain international organizations were exempt by treaty. However, as
subdivision 3 of section 270 of the Tax Law imposes liability for the tax not only on the vendor or transferor
but also on the purchaser or transferee, unless these exempt governmental organizations agreed to pay the
tax, they experienced difficulty in finding buyers because purchasers will buy from other vendors who do pay
the tax and thereby save the purchasers from liability for it. This, in effect, deprived the exempt transferors of
the exemption to which they were entitled.

The amendment does not exempt any governmental entity or international organization which was not
previously exempt. Any particular entity or organization which claims exemption should request a ruling from
the State Tax Commission on this point.

It should be noted that even though a particular entity or organization may itself be exempt from tax, its
exemption does not necessarily extend to a pension fund or trust for its employees, particularly where
operated by a board or trustees which constitutes a different and separate entity.

No formal certificate of exemption will be provided for by regulation. However, a statement identifying the
transaction as exempt under Section 270(3) as amended by Chapter 301, Laws of 1967, will be required.

***

The New York State Tax Commission also has ruled that transfers of stock from the name of an insolvent
bank are subject to the payment of the New York stock transfer tax, regardless of whether the bank is a
National or State bank. No conditions as to payment of tax need be made in a sale of this kind on the Floor.
Such sales are not considered as special transactions and will be published on the tape.
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(See Rule 350 and 350.10 .)
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(a)   A trading license issued by the Exchange is required to effect transactions on the floor of the Exchange
or through any facility thereof. An organization may acquire and hold a trading license only if and for so long
as such organization is qualified and approved to be a member organization of the Exchange. A member
organization holding a trading license may designate a natural person to effect transactions on its behalf on
the floor of the Exchange, subject to such qualification and approvals as the Exchange may require. A trading
license is not transferable and may not be, in whole or in part, transferred, assigned, sublicensed or leased;
provided, however, that the holder of the trading license may, with the prior written consent of the Exchange,
transfer a trading license to a qualified and approved member organization (i) which is an affiliate or (ii) which
continues substantially the same business of such trading license holder without regard to the form of the
transaction used to achieve such continuation, e.g., merger, sale of substantially all assets, reincorporation,
reorganization or the like.

(b)   In each annual offering, up to 1366 trading licenses for the following calendar year will be sold annually
at a price per trading license to be established by the Exchange pursuant to a rule filing submitted to the
Securities and Exchange Commission. The price per trading license will be published in the Exchange’s price
list. A tiered pricing structure based on the number of trading licenses held by a member organization may be
utilized.

(i) A member organization that holds a number of trading licenses in the current calendar year that
wishes to maintain that same number of trading licenses in the following calendar year shall be
presumed to have applied for that same number of trading licenses and will be charged by the
Exchange the applicable fixed price per trading license for each license, subject to the provisions of
section (c) below.

(c)   In each annual offering, the Exchange will limit the number of trading licenses that may be initially
applied for by a single member organization to a number that is the greater of (i) 35 and (ii) 125% of the
greatest number of trading licenses utilized by the member organization in its business during the current
calendar year. If there are nonetheless more than 1366 trading licenses applied for in the offering, each
member organization will be allocated a number of trading licenses equal to the lesser of the number it
applied for in the offering and the number used in its business at any time during the current calendar
year, and the additional trading licenses up to 1366 trading licenses will be distributed by lottery among the
member organizations applying for them.

(d)   Following the annual offering and at any time thereafter during the following calendar year, the Exchange
shall sell additional trading licenses expiring at the end of the calendar year at a price equal to the applicable
price for each license set forth on the Exchange’s price list for that year for licenses purchased in the annual
offering, pro rated to reflect the amount of time remaining in the year. For such a trading license that is in
place for 15 calendar days or less in a calendar month, proration for that month will be at a flat rate of $100
per day with no tier pricing involved. For such a trading license that is in place for 16 calendar days or more
in a calendar month, proration for that month will be computed based on the number of days as applied to
the applicable annual fee for the license. The Exchange shall not sell additional trading licenses if such sale
would cause the number of outstanding trading licenses to exceed 1366.

(e)   A buyer of a trading license shall pay the Exchange the trading license fee in equal monthly installments
in arrears over the period during which the trading license is in effect.

(f)   Trading licenses shall expire at the end of the calendar year for which they are issued. Notwithstanding
the foregoing, the holder of a trading license may terminate such trading license prior to the scheduled
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expiration of such trading license by providing at least 10 days' prior written notice to the Exchange of such
termination. The termination will be effective at the end of the month following the end of such 10-day notice
period.

(g)   If a holder of a trading license shall cease to be a member organization of the Exchange for any
reason, such holder shall be deemed to have terminated the trading license as of the last date of member
organization status.

(h)   A member organization shall be ineligible to purchase a trading license, either in the annual offering or
subsequently, if, at the time of such proposed purchase, such member organization remains three months
in arrears in paying monthly installments of the trading license fee payable in respect of any previously
purchased trading license. Notwithstanding the preceding sentence, any trading license purchased by a
member organization in the annual auction for the calendar year commencing January 1, 2010, will be subject
to automatic revocation at the close of business on March 31, 2010, if the member organization that holds
such license remains three months in arrears in making such payments at that time.

Rule 308 will not be applicable to any denial or revocation of a trading license under this Rule 300(h). One
calendar month prior to the effective date of any potential denial of renewal or revocation of a trading license
(the “Expiration Date”) pursuant to this Rule 300(h), the Exchange will notify each applicable member
organization that is currently two months or more in arrears in paying monthly installments of the trading
license fee payable in respect of any previously purchased trading license of the amount of then overdue
trading license installment payments and the possibility of denial of renewal or revocation of the trading
license on the Expiration Date. The notice referenced in the immediately preceding sentence must include
a description of the appeal process described below. If the member organization believes the Exchange’s
records are incorrect, the member organization must submit a written appeal within five business days of
receipt of the Exchange’s notice to the officer of the Exchange identified for that purpose in such notice,
providing an explanation as to why it believes the Exchange’s records are incorrect, and providing copies of
any relevant documentation. The Exchange must provide a final determination in writing in response to any
such appeal no later than 15 calendar days prior to the effective date of the potential denial of renewal or
revocation of the applicable trading license. If the Exchange denies the appeal, its written final determination
must specifically address the arguments made by the member organization in its submission. This written
determination shall be final and conclusive action by the Exchange. A written record shall be kept of any
proceedings under this Rule 300(h).

Rule 309 (Failure to Pay Exchange Fees) will not apply to the nonpayment of trading license fee installments,
which will be dealt with solely under this Rule 300(h). This Rule 300(h) does not in any way limit the
application of Rule 309 in the event of the nonpayment by a member organization of any fee other than a
trading license fee or any other sum due to the Exchange.

• • • Supplementary Material 

.10T   This Rule 300.10T shall apply to each NYSE American LLC member organization that (i) has been or
seeks to be approved as a member organization of the Exchange pursuant to Rule 2.10; (ii) was a holder
of a valid permit to trade on the NYSE American LLC systems and facilities located at 86 Trinity Place ("86
Trinity Permit") as of the date that the NYSE American member organization applied for a trading license
under this Rule; and (iii) does not meet Exchange member organization qualifications under Exchange
rules. Within six months of the earlier of either receiving a trading license issued by the Exchange under this
Rule or the cancellation of 86 Trinity Permits, such member organizations shall comply with all applicable
Exchange membership requirements. If such a member organization fails to comply with applicable Exchange
membership requirements by the expiration of the applicable grace period, such member organization
shall not be entitled to effect transactions on the Floor of the Exchange, and the Exchange may commence
proceedings consistent with its rules to revoke the membership of such member organization.

Adopted.
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February 27, 2006, effective March 8, 2006 (NYSE-2005-77).
Amendments.
December 21, 2006 (NYSE-2006-98).
April 23, 2007 (NYSE-2007-15).
December 20, 2007 (NYSE-2007-116).
October 1, 2008 (NYSE-2008-70).
December 17, 2008 (NYSE-2008-130).
February 27, 2009 (NYSE-2009-19).
May 7, 2009 (NYSE-2009-43).
March 4, 2010 (NYSE-2010-03).
June 2, 2011 (NYSE-2011-23).
August 17, 2017 (NYSE-2017-41).
December 14, 2017 (NYSE-2017-67).
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(a)   Age.—An applicant for membership in the Exchange must be at least the minimum age of majority
required to be responsible for his contracts in each jurisdiction in which the applicant conducts business.

(b)   Application for membership.—In making application for membership, a candidate is required to sign a
personal statement, on a form prescribed by the Exchange, giving, among other things, complete details as
to business history. A candidate who will be active on the Floor will be required to arrange with the Medical
Clinic located in the Exchange building for a physical examination. A candidate may also be required to
present letters of recommendation from at least three responsible persons.

(c)   Fingerprinting.—Every member and every applicant for membership is required to be fingerprinted
through an agent acceptable to the Exchange and to submit, or cause to be submitted, a report of such
fingerprinting for appropriate processing. No applicant who has not previously been fingerprinted shall
be admitted to the Floor until the results of the foregoing fingerprinting have been posted to the Central
Registration Depository, reviewed and approved by the Exchange. An applicant previously fingerprinted
may receive conditional approval to be admitted to the Floor, pending review and approval of the foregoing
fingerprint report, provided that such applicant was employed by a member or registered broker dealer within
ninety days of the application.

Applicants whose fingerprint reports are deemed illegible pursuant to Rule 17f-2(a)(l)(iv) of the Exchange
Act must submit an alternative background check acceptable to the Exchange covering the same factors as
the fingerprint report. No applicant shall be admitted to the Floor until the results of the background check
are reviewed and approved by the Exchange, provided that an applicant who has previously supplied an
acceptable background check may receive conditional approval to go upon the Floor, pending review and
approval of the new background check, and further provided that such applicant was employed by a member
or registered broker dealer within ninety days of the application.

(d)   Appearance of applicant.—An applicant for membership to the Exchange is required to appear
personally at the time his application for membership is presented for consideration. The Exchange will
advise the applicant of the date of such appearance at the time arrangements are entered into for the
proposed admission to membership.

(e) Miscellaneous Provisions Floor Commissions
 

(1)   All Floor commissions of an Exchange member who is associated with a member organization as a
member must be for the account of the organization.

DMM trading

(2)   When an Exchange member is a DMM, in a member organization, his or her ordinary trading
business as a DMM must be for the organization's account, or for the joint account in which his or her
organization is permitted to participate under the provisions of Rule 94(b).

Amendments.
March 26, 1970; March 3, 1978; July 13, 1978; December 5, 2005 (NYSE-2005-83); February 27, 2006, effective March 8, 2006
(NYSE-2005-77); May 11, 2006 (NYSE-2005-78); October 24, 2008 (NYSE-2008-46).
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[This rule was rescinded by NYSE-2005-77.]

Amendments.
March 3, 1978.
February 27, 2006, effective March 8, 2006 (NYSE-2005-77).
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(a)   Members' badges.—All members who execute orders on the Floor must be provided with an
identification badge and must wear the same while on the Floor. Every member's badge must contain his or
her name and a number and the name of his or her member organization.

(b)   Subletting spaces on Floor.—No member or member organization may, without specific permission of
the Exchange, sublet to another member or member organization any telephone or DMM space on the Floor.

Amendments.
February 27, 1980; March 8, 2006 (NYSE-2005-77); October 24, 2008 (NYSE-2008-46).
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A member organization must identify each approved person to the Exchange. Each approved person shall
consent to the jurisdiction of the Exchange and shall agree to:

(1)   supply the Exchange with information relating to the existence of any statutory disqualification to which
the approved person or any person associated with the approved person may be subject, as defined in the
Securities Exchange Act of 1934;

(2)   abide by such provisions of the Rules of the Exchange relating to approved persons as shall from time to
time be in effect; and

(3)   permit examination by the Exchange, or any person designated by it, at any time or from time to time, of
its books and records to verify the accuracy of the information required to be supplied herein and by the Rules
of the Exchange.

Amendments.
July 13, 1978.
April 2, 1979.
January 21, 1981.
March 1, 2004 (NYSE-2004-02).
March 8, 2006 (NYSE-2005-77).
April 2, 2012 (NYSE-2012-06).

• • • Supplementary Material: 

.10   Notwithstanding the provisions of Rule 304, no approved person which is domiciled outside the
United States shall be required to permit examination by the Exchange, or any person designated by it,
of the approved person's books and records, at its place of domicile, to verify the accuracy of information
required to be supplied by the rules of the Exchange whenever such examination would, in the opinion of
the independent person or government official (as hereinafter specified,) be contrary to the law to which the
approved person is subject in its place of domicile or contrary to generally accepted custom or business
practice of such place. Whenever an approved person chooses to invoke the provisions of the preceding
sentence of this paragraph, the approved person shall, at its expense, submit to the Exchange a written
certification acceptable to the Exchange by a person deemed independent of the approved person and of
its affiliated member organization, which person is recognized as an enrolled attorney or counselor at law
in such place of domicile (the "independent person") or an appropriate governmental official of the place
of domicile stating that the examination of the books and records of the approved person by the Exchange
or any person designated by it at its place of domicile would be contrary to the law to which the approved
person is subject in its place of domicile or contrary to generally accepted custom or business practice of
such place. Whenever and so long as an approved person chooses to invoke the provisions of the first
sentence of this paragraph, the approved person shall, at its expense, submit to the Exchange, not less
frequently than annually and upon specific request by the Exchange, a written certification acceptable to
the Exchange by an independent person or a person deemed independent of the approved person and its
affiliated member organization which person is recognized in the place of domicile of the approved person
as an auditor stating that upon reasonable examination conducted by the said person in accordance with
generally accepted practices and principles prevalent in the approved person's place of domicile, (i) in
respect of any appropriately designated omnibus account carried by the affiliated member organization for the
account of the approved person but not for its benefit, said independent person has no reason to believe that
any of the persons on whose behalf and for whose benefit any transaction was effected therein was a person
associated with the approved person or its affiliated member organization within the meaning of the Securities
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Exchange Act of 1934 as amended (the "Act"), or the rules thereunder, and (ii) in respect of any account
carried by the affiliated member organization in the name and for the account and benefit of the approved
person, which account reflects transactions effected in reliance on Section 11(a)(1)(G) of the Act, the rules
thereunder and, in particular, Rule 11a1-2 thereunder, the approved person, during its preceding fiscal year,
derived more than fifty percent of its gross revenues from one or more of the sources specified in Section
11(a)(1)(G)(i) of the Act.

.20   A member organization that is directly or indirectly controlled by a governmental entity as defined in Rule
2(c) shall be required to identify such governmental entity to the Exchange.

Amendments.
April 2, 1979.
January 21, 1981.
March 8, 2006 (NYSE-2005-77).
April 2, 2012 (NYSE-2012-06).
October 10, 2013 (NYSE-2013-66).
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(a)   Every applicant for membership shall pass an examination required by the Exchange unless such
examination is waived by the Exchange.

(b)   Every applicant for membership shall agree with the Exchange that, unless the appropriate qualifying
examination required by the Exchange is waived, the applicant will, within three months following six months
after becoming a member without having passed such examination, or upon failure to pass such examination
after-not more than three attempts, whichever occurs first, cease to be a member, retire as a general partner,
principal executive officer, or director and if necessary promptly dispose of sufficient voting stock as may be
necessary to reduce ownership below that level which enables such applicant to exercise controlling influence
over the management or policies of the member organization.

(c)   No member shall undertake any active duties as a member until the appropriate examination
requirement is satisfied. A member who is to be active on the floor is required to be indoctrinated under the
guidance of an experienced floor member for such period of time as may be necessary to become acquainted
with floor procedures before being permitted to executed orders without supervision.

Adopted.
December 15, 1966.
Amendments.
March 26, 1970.
October 3, 1974.
April 2, 1979.
March 8, 2006 (NYSE-2005-77).
April 2, 2012 (NYSE-2012-06).

• • • Supplementary Material: 

.10   The procedures for applying for these examinations are contained in study outlines which are available
from the Exchange.

.20   Without the consent of the Exchange, no member qualified as a floor member shall act as an office
member nor shall a member qualified as an office member act as a floor member without passing the
appropriate qualifying examination required by the Exchange.

.30   Reserved.

.40   An office member required to retire, under paragraph (b) of this rule, who at the time of submitting the
application was qualified as a floor member, may, if the member and the member organization so desire,
retain membership and act as a floor member in the member organization.

.50   Any member whose sole duties are on the floor of another exchange will not be required to pass a
New York Stock Exchange examination, if a floor examination, satisfactory to this Exchange, given by the
exchange on whose floor the applicant is active, is passed.

.60   A member who applies to register as an odd-lot dealer or broker, DMM or registered trader is also
required to pass an appropriate examination in these areas as prescribed by the Exchange. (See Paragraphs
2101.10, 2103.10, and 2111.)
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.70   Any member intending to work in the office of a member organization, who lacks experience in the
securities business and who proposes to service customers accounts may also be required to undergo a
period of training and to pass the examination for registered representatives.

.80   Any member who is engaged in the solicitation or handling of business in, or the sale of, commodities
futures contracts must demonstrate competency by satisfying a solicitors examination requirement of a
national commodities exchange, which examination is acceptable to the New York Stock Exchange.

.90T   (a) This rule 304A.90T shall apply only to approved persons of a member organization who (i) have
been designated by such member organization to effect transactions on the Floor of Exchange; and (ii) held a
valid 86 Trinity Permit at the time they were designated to effect transactions on the Floor of the Exchange.

(b) Approved persons who satisfy the conditions set forth in 304A.90T(a) above shall have six months from
the date of such designation to meet the requirements contained in Rule 304A. If an approved person who
has been designated to effect transactions on the Floor of the Exchange fails to meet the requirements of
Rule 304A by the end of the grace period, such approved person shall not be permitted to effect trades on the
Floor until such approved person shall have satisfied the requirements of Rule 304A.

Amendments.
July 17, 1969.
October 3, 1974.
October 1, 2008 (NYSE-2008-70).
October 24, 2008 (NYSE-2008-46).
April 2, 2012 (NYSE-2012-06).
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(a)   The Exchange may disapprove (i) the application of a prospective member or member organization; or
(ii) the application for employment or association with a member or member organization, of any prospective
member, principal executive, registered representative, or other person required by the Rules of the
Exchange to be approved by the Exchange; or (iii) any change in the status of any person which change
requires approval of the Exchange; or (iv) the application of any non-member broker/dealer accessee, as
provided for in the Exchange Rules, or in the Securities Exchange Act of 1934, as amended.

(b)   Prior to disapproval of any such application, the Exchange shall conduct a proceeding which shall be
instituted by the preparation of a written memorandum setting forth the pertinent information relevant to the
issue of the applicant's acceptability, including the specific grounds for disapproval under consideration,
and shall furnish a copy thereof to the applicant and to an Acceptability Committee referred to herein. The
applicant shall be given not less than 15 days prior written notice of the date on which the Acceptability
Committee is to consider disapproving the application. A written record shall be kept of the proceedings
before any Acceptability Committee.

(c)   All proceedings under this rule shall be conducted in accordance with the provisions of this rule and
shall be held before an Acceptability Committee consisting of at least three persons being members of
the Acceptability Board to be selected by the Chief Hearing Officer (as designated under Rule 476(b)) in
accordance with paragraph (d) of this rule.

The Chairman of the Board of the Exchange, or officer, employee or committee or board to whom appropriate
authority has been delegated, subject to the approval of the Board of Directors, shall from time to time appoint
an Acceptability Board to be composed of such number of members and allied members of the Exchange
who are not members of the Board of Directors, and registered employees and non-registered employees of
members and member organizations, as the Chairman of the Board of the Exchange shall deem necessary.
The members of the Acceptability Board shall be appointed annually and shall serve at the pleasure of the
Board of Directors.

(d)   In any proceeding under this rule involving, as an applicant therein, a prospective member, member
organization, principal executive, or non-member broker/dealer accessee, the members of the Acceptability
Board serving on the Acceptability Committee shall be members or principal executives who, to the extent
reasonably possible, are engaged in similar activities as the applicant proposes to engage in, or have
knowledge of those activities. In any such proceeding relating to proposed activities on the Floor of the
Exchange, all persons serving on the Acceptability Committee shall be members active on the Floor of
the Exchange. In any such proceeding relating to any other proposed activities, all persons serving on the
Acceptability Committee shall work in the offices of a member or member organization which engages in a
business involving substantial direct contact with securities customers.

In any proceeding under this rule involving as an applicant therein a prospective registered or non-registered
employee of a member or member organization who will not be a member or allied member, the members
of the Acceptability Board serving on the Acceptability Committee shall be registered employees or non-
registered employees of members and member organizations who are not members or allied members and
who, to the extent reasonably possible, are engaged in similar activities as the applicant proposes to engage
in, or have knowledge of those activities. In any such proceeding relating to such employees' proposed
activities on the Floor of the Exchange, all persons serving on the Acceptability Committee shall be registered
or non-registered employees of a member or member organization active on the Floor of the Exchange and
who are not members or allied members. In any such proceeding relating to any other proposed activities, all
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persons serving on the Acceptability Committee shall work in the offices of a member or member organization
which engages in a business involving substantial direct contact with securities customers.

(1)   The membership of each Acceptability Committee shall designate from among themselves that
person who shall serve as Chairman.

(2)   The decision of a majority of the members of an Acceptability Committee shall be final, except as
provided in paragraph (g) below.

(e)   If the application is disapproved, the applicant may not reapply to the Exchange for approval in a similar
capacity for a period of 3 years unless otherwise permitted by the Acceptability Committee or the Exchange.

(f)   The determination of an Acceptability Committee shall become final twenty days after notification thereof
to the applicant, provided, however, that if a request for review of such determination is filed as hereinafter
provided, the determination shall be stayed pending the outcome of that review.

(g)   Any person whose application has been disapproved by an Acceptability Committee, or any member
of the Board of Directors of the Exchange, any member of the Committee for Review, any Executive
Floor Governor, and the Division of the Exchange initiating the proceedings may require a review by the
Board of any determination of an Acceptability Committee. A request for review shall be made by filing
with the Secretary of the Exchange a written request therefore, within twenty days after notification of
the determination of the Acceptability Committee. Upon review, the Board of Directors may sustain any
determination, or may modify or reverse any such determination as it deems appropriate. The determination
of the Board of Directors shall be final and conclusive action by the Exchange.

Adopted.
July 14, 1976.
Amendments.
February 19, 1992.
March 1, 2004 (NYSE-2004-02).
February 27, 2006, effective March 8, 2006 (NYSE-2005-77).
April 2, 2012 (NYSE-2012-06).
September 28, 2015 (NYSE-2015-27).
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Any member, member organization or principal executive who shall not pay a fee or any other sums due to the
Exchange, within forty-five days after the same shall become payable, shall be reported to the Chief Financial
Officer of the Exchange or designee who, after notice has been given to such member, member organization or
principal executive of such arrearages, may suspend access to some or all of the facilities of the Exchange until
payment is made. Except that (i) failure to pay any fine levied in connection with a disciplinary action shall be
governed by Exchange Rule 8320 and (ii) failure to make timely payment of trading license fee installments will
be governed by Rule 300(h).

Denial of access to some or all of the facilities of the Exchange through suspension under the provisions of this
Rule shall not prevent the member, member organization or principal executive from being proceeded against for
any offense other than that for which such member, member organization, or principal executive was suspended.

Adopted.
February 11, 2008 (NYSE-2007-119).
Amendments.
March 4, 2010 (NYSE-2010-03).
July 1, 2013 (NYSE-2013-02)
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(a)   Any person who proposes to form a member organization shall notify the Exchange in writing before any
such formation, pay any applicable fee and shall submit such information as may be required by the Rules
of the Exchange. No such member organization shall become or remain a member organization unless all
approved persons execute agreements with the Exchange as required by Rule 304.

(b)   The Board of Directors shall not approve a partnership, limited liability company or corporation as a
member organization unless:
 

(1)   each director of such corporation is a member, principal executive or an approved person; and

(2)   every person who controls such corporation is a member, principal executive or approved person;
and

(3)   every natural person who is a general partner in such partnership is a member or principal executive
and every other person who controls such partnership is a member, principal executive or approved
person; and

(4)   every member of a limited liability company is a member, principal executive or approved person; and

(5)   every approved person of the member organization meets the requirements of Rule 304; and

(6)   The Board of Directors of such corporation designates "principal executives"; and

(7)   such partnership, limited liability company or corporation complies with such additional requirements
as the rules of the Exchange may prescribe; and

(8)   every employee who is associated as a member with such member organization is designated
with a title, such as vice president, consistent with his responsibilities and the usage of titles within such
organization.

(c)   In the case of existing corporations making application to become member corporations, there shall be
submitted to the Exchange:
 

(1)   A certified list of all holders of record of each class of stock, giving the name and address of the
holder and the number of shares of each class of such stock held;

(2)   A certified list of all persons who are to become members, principal executive, directors or approved
persons,

(3)   A certified list of all persons designated as principal executives of the corporation.

In the case of corporations proposed to be organized, similar information shall be submitted to the
Exchange.

(d)   The approval of a corporation as a member corporation constitutes only a revocable privilege and
confers on the corporation no right or interest of any nature whatsoever to continue as a member corporation.
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(e)   No member corporation shall issue any publicly held security in the form of non-voting common stock
unless the Exchange determines that the non-voting common stock has normal and appropriate preferences
which entitle it to be regarded as preferred stock.

(f)   The Exchange may, in its discretion, and on such terms and conditions as the Exchange may prescribe,
approve as a member organization entities that have characteristics essentially similar to corporations,
partnerships, or both. Such entities, and persons associated therewith shall, upon approval, be fully, formally
and effectively subject to the jurisdiction, and to the Rules of the Exchange to the same extent and degree as
are any other member organization and person associated therewith.

(g)   Each member organization shall execute and file with the Exchange a written agreement in a form
acceptable to the Exchange evidencing
 

(1)   the authority of any member who is an officer or employee of such member organization to transact
business on the Floor on behalf of such member organization, and

(2)   such member organization's responsibility and obligation with respect to any contract entered into on
the Floor by any such member.

Amendments.
March 26, 1970.
July 11, 1974, effective July 18, 1974.
August 9, 1976.
July 13, 1978.
April 2, 1979.
January 21, 1981.
March 29, 1989.
September 13, 1994.
February 27, 2006, effective March 8, 2006 (NYSE-2005-77).
September 15, 2008 (NYSE-2008-80).
April 2, 2012 (NYSE-2012-06).
January 12, 2015 (NYSE-2014-63).

• • • Supplementary Material: 

.11   Application.—The papers required to be submitted prior to approval of the formation or admission of a
member organization are as follows:
 

(1)   Letter giving name and address of proposed or existing organization, date of proposed formation or
admission, and names of all proposed or present officers and other parties required to be approved by the
Exchange under Rule 311; and

(2)   individually executed applications by all parties whose approval by the Exchange is required.

The papers required to be submitted prior to approval of the admission to an existing member organization of
any party requiring the approval of the Exchange under Rule 311 are as follows:

(1)   Letter stating name of such proposed party and proposed date of admission to member organization;
and

(2)   an individually executed application by such proposed party.

.12   Authorization and Statement of Understanding.—Authorization and Statement of Understanding—
Each member organization, or proposed member organization, must submit the following authorization and
statement of understanding executed by each natural person who is an approved person under Rule 2(c):
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“In connection with my current application, I authorize the New York Stock Exchange, Inc. and any
agent acting on its behalf, to conduct an investigation of my character, credit worthiness, ability,
business activities, educational background, previous employment and reasons for termination thereof.

“I authorize and request any and all of my former employers, and any other person to furnish to the
Exchange, and any agent acting on its behalf, any information that they may have concerning my
character, credit worthiness, ability, business activities, educational background, general reputation,
previous employment and reasons for termination thereof … Moreover, I hereby release each such
employer and each such other person from any and all liability of whatsoever nature by reason of
furnishing such information to the Exchange and any agent acting on its behalf.

"Further, I recognize that I will be the subject of an investigative report ordered by the Exchange
and acknowledge that I have been informed of my right to request information from the Exchange
concerning the nature and scope of the investigation requested."

.13   Agreement with the Exchange.—Each member corporation and each member of the corporation must
agree with the Exchange that if any person required to be approved by the Exchange as a member fails or
ceases to be so approved, the corporation may be deprived by the Exchange of all the privileges of a member
corporation unless the corporation redeems or converts the stock held by such person as required under Rule
312.

.14   Partnership agreements.—For information regarding the submission of copies of proposed partnership
articles, see Rule 313.10.

.15   Corporate documents.—For information regarding the submission of copies of proposed or existing
corporate documents and other agreements, see Rule 313.20.

.16   Limited Liability Company documents.—For information regarding the submission of copies of
proposed or existing limited liability company documents and other agreements, see Rule 313.24.

.17   Filing With Agent.—Any filing or submission required under this rule which is made with a properly
authorized agent acting on behalf of the Exchange shall for purposes of this rule be deemed to be a filing with
the Exchange.

.18   The term "principal executive" shall include: an employee of a member organization designated to
exercise senior principal executive responsibility over the various areas of the business of the member
organization including: operations, compliance with rules and regulations of regulatory bodies, finances and
credit, sales, underwriting, research and administration; and any employee of a member organization who is a
functional equivalent of such person.

Amendments.
November 18, 1971.
March 16, 1972.
July 11, 1974, effective July 18, 1974.
July 13, 1978.
April 2, 1979.
April 23, 1985.
February 27, 2006, effective March 8, 2006 (NYSE-2005-77).
September 15, 2008 (NYSE-2008-80).
June 30, 2011 (NYSE-2011-27).
April 2, 2012 (NYSE-2012-06).
January 12, 2015 (NYSE-2014-63).
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(a)   Each member organization, shall promptly give to the Exchange notice in writing on such form as may be
required by the Exchange (1) on Form U-5, of the death, retirement, or other termination of any party required
to be approved under the Rules of the Exchange, (2) of the dissolution of the member organization.

(b)   In addition, in the case of a member corporation, such member corporation shall give written notice (1)
of any material change in the stockholdings of any member, principal executive or approved person of such
member corporation, (2) of any proposed change in the directors or officers, or (3) of any proposed change
in the charter, certificate of incorporation, by-laws or other documents on file with the Exchange, or (4) of the
failure to comply with all the conditions of approval specified in Rule 311.

(c)   Each member, principal executive and approved person of a member corporation shall promptly notify
his member corporation of any material acquisition or disposition of shares of stock of such corporation.

(d)   Whenever a person who is required to be approved by the Board as a member, principal executive or
approved person fails or ceases to be so approved, each member corporation shall promptly redeem or
convert to a fixed income security such of its outstanding voting stock as may be necessary to reduce such
party's ownership of voting stock in the member corporation below that level which enables such party to
exercise controlling influence over the management or policies of such member corporation.

(e)   Unless permitted by the Exchange in order to protect investors and the public interest or to facilitate the
administration of the Exchange, no person shall be a member or principal executive in a member organization
unless all persons required to be approved by the Exchange are so approved.

(f)   Reserved.

(g)   A member corporation shall not without the prior written approval of the Exchange:
 

(1)   In any way amend its charter, certificate of incorporation or by-laws.

(2)   Issue any bonds, notes or other instruments evidencing funded indebtedness of the corporation
except pursuant to the terms and provisions of such security or of any agreement between the member
corporation and the holder of such security, which agreement has been previously filed with and approved
by the Exchange.

(3)   Amend, modify or cancel any agreement made by it or any of its stockholders relating to the
management of the corporation or the issue or transfer of securities of the corporation (other than
agreements relating to ordinary securities and commodities transactions).

The Exchange will approve any action described in (1), (2) or (3) above unless it determines that such action
will impair the financial responsibility or operational capability of the member corporation.

(h)   Reserved.

(i)   In order to ensure the continued financial responsibility and operational capability of a member
corporation, the Exchange may require such member corporation to file with the Exchange a written report
showing the use made by the member organization of the proceeds of any offering of any security issued by
such member organization.
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(j)   No stock shall be issued by a member corporation except for cash or such other consideration as the
Exchange determines will not impair the financial responsibility or operational capability of such member
corporation.

Amendments.
December 19 1968, effective January 1, 1969.
March 26, 1970.
February 1, 1973.
August 9, 1976.
July 13, 1978.
October 19, 1978.
April 2, 1979.
January 21, 1981.
October 26, 1989.
February 27, 2006, effective March 8, 2006 (NYSE-2005-77).
August 25, 2006 (NYSE-2005-58).
September 15, 2008 (NYSE-2008-80).
December 16, 2009 (NYSE-2009-125).
February 22, 2010 (NYSE-2010-10).
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(a)   All partnership articles and all amendments thereto shall be submitted and be acceptable to the
Exchange prior to becoming effective.

(b)   The charter or certificate of incorporation and all amendments thereto, the by-laws and all amendments
thereto, forms of stock certificates and any and all agreements or other documents and amendments thereto
relating to the business or affairs of the member corporation between a member corporation and any of
its stockholders or between any of the members, principal executives or approved persons of a member
corporation other than agreements relating to ordinary securities and commodities transactions shall be
submitted to and be acceptable to the Exchange prior to becoming effective.

(c)   Any prospectus or other offering circular prepared by a member corporation and used in connection
with the offering of any security issued by it shall, prior to such use, be submitted by such corporation to the
Exchange.

(d)   All articles of organization and operating documents for limited liability companies shall be submitted and
be acceptable to the Exchange prior to becoming effective.

(e)   Each member corporation shall, at such times as may be required by the Exchange, submit to the
Exchange through its chief executive officer a certified list of its members, principal executives and approved
persons showing to the best of his knowledge and belief the number of shares of each class of stock of such
corporation held of record or beneficially or both by each such party.

(f)   Each member corporation shall, through its chief executive officer, submit to the Exchange at such times
as the Exchange may require an affidavit listing to the best of his knowledge and belief the name of each
party directly or indirectly beneficially owning 1% or more of the outstanding voting stock of such member
corporation and showing the percentage of such ownership.

Amendments.
March 26, 1970.
December 16, 1971.
August 9, 1976.
September 15, 2008 (NYSE-2008-80).
February 22, 2010 (NYSE-2010-10).
January 12, 2015 (NYSE-2014-63).

• • • Supplementary Material: 

Information Regarding Partnership Articles

.10   Submission of partnership agreements.—Drafts of partnership articles or of changes in partnership
articles proposed to be entered into in connection with the formation of a firm or the admission of a new
partner should be submitted to the Exchange at least one week in advance of the date on which the
application will be acted upon by the Board of Directors. Drafts of other changes to be made in partnership
articles should be submitted in advance of their effective date.

The Exchange requires that a signed, electronically or mechanically reproduced or conformed copy of all
partnership articles, including any amendments and supplements thereto, as executed, be filed with the
Exchange.

(See Rule 311 for procedure to be followed regarding approval of partners and partnerships.)
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.11   Withdrawal of capital.—Without the prior written approval of the Exchange, the capital contribution of
any partner may not be withdrawn on less than six months' written notice of withdrawal given no sooner than
six months after such contribution was first made. Each member firm shall promptly notify the Exchange of
the receipt of any notice of withdrawal of any part of a partner's capital contribution or if any withdrawal is not
made because prohibited under the provisions of Securities and Exchange Commission Rule 15c3-1 (see
15c3-1(e)).

Adopted.
July 15, 1971.
Amendments.
January 20, 1972.
October 16, 1975; effective January 1, 1976.
January 12, 2015 (NYSE-2014-63).

.12 Deceased Partner's Interest in Continuing Firm

I

 The Exchange cannot, upon a partner's death, regard his interest as continuing to be part of the net
capital of the continuing or successor firm unless the partnership articles of the firm contain specific and
legally adequate provisions to the effect that the claim of the personal representative of a deceased
partner to the partner's interest in the firm shall be subordinated to the claims of all present or future
creditors of the continuing firm (or any successor firm) arising out of matters occurring subsequent to the
partner's death.

If it is the desire and intent of the partners of any firm that the interest of a deceased partner shall be
considered, without interruption after his death, as a part of the capital of the continuing or successor firm
for a specified period, the partnership articles should effectively provide in substance:

(1)   That the payment of the deceased partner's interest in the firm to his estate can be deferred for a
stated period; and

(2)   that until such payment, the interest of the deceased partner shall remain at the risk of the
business of the continuing or successor firm and shall be considered as capital of such firm in the same
manner and to the same extent as capital contributed by a limited partner; and

(3)   that any claim of the personal representative of the deceased partner to such interest shall be
subordinated in right of payment and subject to the prior payment or provision for payment in full of
claims of all present and future creditors of the continuing firm (or successor firm) arising out of any
matters occurring before the end of the stated period.

II

If it is the desire of the partners to have a deceased partner's capital continued for a stated period
immediately following his death, with the option in his personal representative to continue it for a
longer period under the provisions of the deceased partner's Will, it is suggested that the stated
period in the partnership agreement be made sufficiently long as to permit the conditions discussed
below with respect to testamentary provisions to be complied with.

Provisions in a deceased partner's Will (as distinguished from those in a partnership agreement)
providing that the personal representative shall or may become a limited partner in the firm or
subordinate the claims of the estate to decedent's interest to the claims of firm creditors who
become such after the decedent's death, with respect to the Exchange's determination whether
or not to allow a deceased partner's capital interest in computing the net capital of the firm will
depend on the facts and circumstances of each case as they exist at the time of such determination.
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However, in no case will such testamentary provisions be considered as effective in connection with
the Exchange's computation of net capital unless at least the following conditions are met:

(1)   The Will must contain provisions specifically authorizing the personal representative of the
deceased partner either to continue the decedent's capital interest in the firm as limited capital, or
otherwise to subordinate the estate's claims against the firm to the claims of creditors of the firm.

(2)   The Exchange must be furnished with a satisfactory opinion of counsel to the estate, to the effect
that (A) the Will is valid and in full force and effect, (B) the named personal representative is duly
qualified and is the executor administering the Will, (C) the personal representative is authorized by the
Will to make or continue a capital contribution to the firm, (D) if the personal representative is a partner
of, or otherwise interested in, the firm, said representative is authorized by the Will to deal with the
estate for his own benefit, (E) all claims of present and future creditors and beneficiaries of the Estate
and their successors are subordinate to the claims of all present and future creditors of the firm and its
successors.

(3)   The personal representative of the decedent must have taken appropriate action either to become
a limited partner in the firm or to subordinate the capital interest of the deceased partner as indicated
above.

III

 It is recommended that member firms consult their own counsel with respect to the advisability of
incorporating in their partnership articles provisions of the sort discussed in this Section. Any member
firm which decides to adopt such provisions should submit the proposed provisions, in draft form, to the
Exchange. Such member firm will then be advised whether, upon the adoption of such provisions and in
the event of the death of a partner, the Exchange will be in a position to consider his interest in the firm as
part of its net capital for the specified period following his death.

Amendment.
October 16, 1975; effective January 1, 1976.

Information Regarding Member Corporations

.20   Submission by proposed member corporations of certificate of incorporation, by-laws and
other corporate documents.—Existing corporations shall promptly submit certified copies (to the extent
possible) of the documents referred to in Rule 313(b) and corporations to be formed shall submit drafts
thereof, prior to the time they become effective, to the Exchange. Upon the formation of a corporation or
when an amendment to any of such documents becomes effective, a duly certified copy of the certificate
of incorporation and by-laws shall be filed with the Exchange and signed, electronically or mechanically
reproduced or conformed copies of the other documents shall be so filed.

(See Rule 311 for procedure to be followed regarding approval of corporations.)

Amendments.
March 26, 1970.
January 12, 2015 (NYSE-2014-63).

(See .23, below, for restrictions on corporations not incorporated under laws of the State of New York.)

.21   Provisions concerning disposition of stock.—The certificate of incorporation of a member
corporation may contain provisions that the corporation or its stockholders, or both, may have a prior right
to purchase the stock of any stockholder upon such terms and conditions as may be specified therein.

The Exchange will expect a member corporation, either through its certificate of incorporation or separate
agreements, to be in a position at all times to comply with the provisions of Rule 312(d).
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Each stock certificate of a member corporation shall carry on its face a statement of any such provisions
or a full summary thereof.

Amendments.
March 26, 1970.
March 16, 1972.
August 9, 1976.
April 2, 1979.

.22   Provisions concerning redemption or conversion.—Each certificate of incorporation of a member
corporation shall contain provisions authorizing the corporation to redeem or convert to a fixed income
security all or any part of the outstanding shares of voting stock of such member corporation owned by
any person required to be approved by the Board of Directors of the Exchange as a member or approved
person who fails or ceases to be so approved as may be necessary to reduce such party's ownership of
voting stock in the member corporation below that level which enables such party to exercise controlling
influence over the management or policies of such member corporation.

If the certificate of incorporation of a member corporation subject to Rule 325 provides that a stockholder
may compel the redemption of his stock such certificate must provide that without the prior written
approval of the Exchange, the redemption may only be effected on a date not less than six months
after receipt by the member corporation of a written request for redemption given no sooner than six
months after the date of the original issuance of such shares (or any predecessor shares). Each member
corporation shall promptly notify the Exchange of the receipt of any request for redemption of any stock
or if any redemption is not made because prohibited under the provisions of Securities and Exchange
Commission Rule 15c3-1 (See 15c3-1(e)).

Each stock certificate of a member corporation shall carry on its face a statement of the restrictions in SEC
Rule 15c3-1(e) relating to the redemption of stock or a full summary thereof.

Adopted.
March 26, 1970.
Amendments.
July 15, 1971.
January 20, 1972.
October 16, 1975; effective January 1, 1976.
August 9, 1976.
September 15, 2008 (NYSE-2008-80).

.23   Restrictions on corporations.—Corporations not organized under the laws of the State of New
York shall effectively subject themselves to the following restrictions:

No dividend shall be declared or paid which shall impair the capital of the corporation nor shall any
distribution of assets be made to any stockholder unless the value of the assets of the corporation
remaining after such payment or distribution is at least equal to the aggregate of its debts and liabilities,
including capital.

Renumbered.
March 26, 1970.
Amendment.
January 12, 2015 (NYSE-2014-63).

Information Regarding Limited Liability Companies

.24   Submission by proposed member limited liability companies of articles of organization,
operating agreements and other corporate documents.—limited liability companies shall promptly
submit certified copies (to the extent possible) of articles of organization and operating agreements to the
Exchange.
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No dividend shall be declared or paid which shall impair the capital of the corporation nor shall any
distribution of assets be made to any stockholder unless the value of the assets of the corporation
remaining after such payment or distribution is at least equal to the aggregate of its debts and liabilities,
including capital.

Adopted.
January 12, 2015 (NYSE-2014-63).

.25   Withdrawal of capital.—Without the prior written approval of the Exchange, the capital contribution
of any member may not be withdrawn on less than six months' written notice of withdrawal given no
sooner than six months after such contribution was first made. Each member firm shall promptly notify the
Exchange of the receipt of any notice of withdrawal of any part of a member's capital contribution or if any
withdrawal is not made because prohibited under the provisions of Securities and Exchange Commission
Rule 15c3-1 (see 15c3-1(e)).

.26   Restrictions on Limited Liability Companies.—Limited liability companies not organized under the
laws of the State of New York shall effectively subject themselves to the following restrictions:

No distributions shall be declared or paid which shall impair the capital of the limited liability company
nor shall any distribution of assets be made to any member unless the value of the assets of the limited
liability company remaining after such payment or distribution is at least equal to the aggregate of its debts
and liabilities, including capital.

Requirements Applicable to Foreign Member Organizations

.27   Foreign Member Organizations.—A member organization which does not maintain an office in the
United States responsible for preparing and maintaining financial and other reports required to be filed with
the Commission and the Exchange must:

(a) prepare all such reports, and maintain a general ledger chart of account and any description thereof, in
English and U.S. dollars;

(b) reimburse the Exchange or it representatives for any expenses incurred in connection with
examinations of the member organization (i) to the extent that such expenses exceed the cost of
examining a member organization located within the continental United States in the geographic location
most distant from the Exchange’s principal office or, (ii) in such other amount as the Exchange may deem
to be an equitable allocation of such expenses; and

(c) ensure the availability of an individual fluent in English and knowledgeable in securities and financial
matters to assist representatives of the Exchange during examinations.
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Rescinded effective July 13, 1978.

• • • Supplementary Material: 

.10   Interest of members and allied members.—Rescinded effective May 28, 1982.

.11   Rescinded effective March 30, 1977.

.12   Transposed to Rule 301.36(1) effective May 28, 1982.

.13   Transposed to Rule 301.36(2) effective May 28, 1982.

.14   Transposed to Rule 301.36(3) effective May 28, 1982.

.15   Transposed to Rule 301.36(4) effective May 28, 1982.
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Rescinded August 9, 1976.
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Rescinded April 2, 1979.
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Rescinded effective December 1, 1977.
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Rescinded effective Dec. 1, 1977 (b) and Mar. 25, 1980 (a).

• • • Supplementary Material: 

.11   Rescinded effective May 28, 1982.

.12   Rescinded effective March 25, 1980.

.13   Rescinded effective June 28, 1982.
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Reserved.

Amendments.
December 19, 1955, effective January 4, 1956.
November 17, 1960, effective January 16, 1961.
June 19, 1969, effective June 19, 1969.
May 27, 1977.
February 27, 2006, effective March 8, 2006 (NYSE-2005-77).
February 16, 2012 (NYSE-2012-04).
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(a)   Rescinded January 21, 1981.

(b)   Rescinded November 21, 1979.

(c)   Rescinded April 2, 1979.

(d)   Rescinded November 21, 1979.

(e)   Rescinded November 21, 1979.

(f)   Rescinded April 2, 1979.

(g)   Rescinded November 21, 1979.

(h)   Rescinded April 2, 1979.

(i)   Rescinded November 21, 1979.

(See Rule 312 .)
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No member organization may, without the prior written approval of the Exchange, form or acquire a subsidiary
company. The member organization shall require such subsidiary to comply with the following provisions.

• • • Supplementary Material: 

Information Regarding Subsidiary Companies of Member Organizations

.10   Definition of subsidiary.—For purposes of this rule, the term "subsidiary" means an entity engaged
in a securities or kindred business that is controlled by a member organization within the meaning of Rule 2.
However, control shall not be presumed, for purposes of this rule, merely because a member is a director or
principal executive of another person.

Adopted.
August 31, 1993.
Amendments.
February 27, 2006, effective March 8, 2006 (NYSE-2005-77).
September 15, 2008 (NYSE-2008-80).

.11   Form of organization.—A subsidiary shall be an incorporated company or partnership.

Amendments.
August 31, 1993.
August 19, 1994.

.12   Name.—The name of the subsidiary and the name of the member organization must be sufficiently
different to prevent confusion. The mere addition of "Inc." or "and Co." may not be sufficient.

.13   Severance of connection with subsidary.—The Exchange may at any time require that the member
organization and the partners or stockholders thereof sever all connections with the subsidary including
the disposition of all securities and other interests therein, or such amount thereof as determined by the
Exchange. Concurrent with or at any time after directing such severance, the Exchange may require the
member organization to change its name if the Exchange finds that the name of the former subsidary may be
confused with the name of such member organization.

Amendment and Renumbered.
August 31, 1993.
February 27, 2006, effective March 8, 2006 (NYSE-2005-77).

.14   List of stockholders.—A list of stockholders or partners of the subsidary shall upon request be
submitted to the Exchange.

Amendment and Renumbered.
August 31, 1993.

.15   Employees.—No employee associated with a non U.S. registered foreign subsidary whose duties
correspond to those of a registered representative in the solicitation of accounts or orders for the purchase or
sale of U.S. securities shall be employed by such subsidary unless such person has been and is continued to
be approved by the Exchange as a registered representative of the member or member organization.

Any filing or submission required under this rule which is made with a properly authorized agent acting on
behalf of the Exchange shall for purposes of this rule be deemed to be a filing with the Exchange.

.16   Capital requirements.—The Exchange will not prescribe capital requirements for a subsidary. However,
the Exchange will require a pro forma balance sheet of the subsidary to be filed with it before any action is
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taken on a member or member organization's application to form such a subsidary. The Exchange may,
however, require the submission of subsequent financial statements.

.17   Banking commitments.—A subsidary's banking and other commitments, loans and obligations shall be
kept separate and distinct from those of the member or member organization with which it is affiliated.

.18   Functions of a subsidary.—A subsidary may be formed to do an underwriting, agency or dealer
business, or any other business acceptable to the Exchange.

.20   Books and records.—A subsidary shall keep books and records separate and distinct from those of the
member or member organization with which it is affiliated and such books and records shall, upon request,
be made available by the member or member organization for inspection by the Exchange. However, such
books and records may be maintained by the member or member organization.

.21   Transactions between members or member organizations and subsidaries.—A subsidary will not
be prohibited by the Exchange from having cash or margin brokerage transactions effected for its account by
the member or member organization (See Section 11(a) of the Securities Exchange Act of 1934). The rules
and regulations applicable generally to customer's accounts shall be applicable to each such account.

.22   Conditions to be complied with after organization of subsidary but prior to commencement of
business.—No subsidary shall commence business after its organization without the prior written approval of
the Exchange. Before giving such approval there shall be submitted to the Exchange an opinion of counsel, in
form and substance satisfactory to the Exchange, stating (1) that the subsidary is duly organized and existing,
and (2) that the securities, if any, of the subsidary has been duly and validly issued and is fully paid and non-
assessable.

.23   New issues.—The provisions of Section 11(d)(1) of the Securities Exchange Act of 1934, relating to the
extension or maintenance of credit in connection with new issues, will apply to transactions by a member or
member organization in new issues in the distribution of which its subsidary participated with the same force
and to the same extent as if the member or member organization itself had participated in the distribution of
such new issues.

.24   Reserved.

Amendment and Renumbered.
August 31, 1993.
March 22, 2001 (NYSE-2000-37).

Amendments.
August 31, 1993.
August 19, 1994.
December 16, 2009 (NYSE-2009-125).
October 9, 2014 (NYSE-2014-55).
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Rescinded effective August 31, 1993.
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Reserved.

New Rule 322 adopted August 31, 1993.
Amendments.
February 27, 2006, effective March 8, 2006 (NYSE-2005-77).
July 14, 2011 (NYSE-2011-33).
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Rescinded effective August 9, 1976.
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Rescinded effective August 31, 1993.
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Reserved.

Amendments.
March 26, 1970.
July 15, 1971.
September 7, 1972.
July 11, 1974; effective July 18, 1974.
August 5, 1974.
April 3, 1975; effective May 1, 1975.
October 16, 1975; effective January 1, 1976.
April 11, 1978.
October 19, 1978.
October 9, 1980.
December 11, 1980
May 1, 1982.
October 13, 1988.
December 7, 1994.
February 27, 2006, effective March 8, 2006 (NYSE-2005-77).
March 29, 2007 (NYSE-2005-03).
December 20, 2007 (NYSE-2007-108).
December 10, 2008 (NYSE-2008-127).
February 22, 2010 (NYSE-2010-10).
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Reserved.

Amendments.
October 16, 1975; effective January 1, 1976.
June 28, 1978.
August 16, 1979.
January 7, 1981.
May 1, 1982.
March 29, 2007 NYSE-2005-03).
February 22, 2010 (NYSE-2010-10).
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Reserved.

Adopted.
July 15, 1971.
Amendments.
October 16, 1975.
June 28, 1978.
August 16, 1979.
May 1, 1982.
March 29, 2007 (NYSE-2005-03).
February 22, 2010 (NYSE-2010-10).
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Reserved.

Adopted.
December 12, 1974.
Amendment.
October 16, 1975; effective January 1, 1976.
March 29, 2007 (NYSE-2005-03).
February 22, 2010 (NYSE-2010-10).
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Reserved.

Adopted.
December 12, 1974.
Amendments.
October 16, 1975; effective January 1, 1976.
May 1, 1982.
March 29, 2007 (NYSE-2005-03).
February 22, 2010 (NYSE-2010-10).
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[Rescinded October 16, 1975, effective January 1, 1976.]
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Reserved.

Adopted.
July 11, 1974.
Amendment.
December 11, 1980.
February 22, 2010 (NYSE-2010-10).
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[Rescinded December 16, 1971.]
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[Rescinded December 16, 1971.]
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[Rescinded December 16, 1971.]

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

184

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+SX-PMANU-NYSE333%2909013e2c8553e8ee?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, Rule 334., New
York Stock Exchange,  Joint Offices

Click to open document in a browser

[Rescinded December 16, 1971.]
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[Rescinded December 16, 1971.]
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Every member shall register with the Secretary of the Exchange an address and subsequent changes thereof
where notices may be served.

Amended: November 14, 1980.
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(a)   Any member or employee identified as being in charge of (1) any office of a member or member
organization, (2) any regional or other group of offices, or (3) any sales department or activity must have
a creditable record and must pass the General Securities Sales Supervisor Qualification Examination
(Series 9/10) or another examination acceptable to the Exchange which demonstrates competency relevant
to assigned responsibilities. The General Securities Principal Examination (Series 24), is an acceptable
alternative for persons whose duties do not include the supervision of options or municipal securities sales
activity. The examination requirement may be waived at the discretion of the Exchange. In the case of a
firm that is applying for registered broker-dealer status, such supervisory candidates, in addition to the
requirements outlined above, must also have at least one year of direct experience or two years of related
experience in the subject area to be supervised.

(b)   Each member not associated with a member organization and in the case of a member organization,
the person (or persons) designated to direct day-to-day compliance activity (such as the Compliance Officer,
Partner or Director) and each other person at the member organization directly supervising ten or more
persons engaged in compliance activity should have overall knowledge of the securities laws and Exchange
rules and must pass the Compliance Official Qualification Examination (“Series 14 Examination”). Compliance
supervisors of member organizations that conduct a DMM business must pass the DMM Compliance
Official Examination (“Series 14A Examination”). A member organization engaged in a public business in
addition to a DMM business must have a qualified compliance supervisor who has passed the Series 14
and Series 14A Examinations. Where good cause is shown, the Exchange, at its discretion, may waive the
examination requirement. The Exchange may give consideration to the scope of the member or member
organization’s activity, to previous related employment, and to examination requirements of other self-
regulatory organizations. In such cases, the Exchange must be satisfied that the person is qualified for the
position.

The following individuals are exempt from the Series 14 Examination requirement:

(1)   Compliance supervisors at member organizations whose activities are solely related to execution of
orders on the Floor and who do not conduct any business with the public;

(2)   Compliance supervisors at member organizations whose commissions and other fees from their
public business (retail and institutional) are under $500,000 in the preceding calendar year and who
introduce to another broker-dealer; and

(3)   Supervisors of ten or more persons whose compliance responsibilities are limited to the registration of
member organization employees with the various regulatory and self-regulatory organizations.

Adopted. August 2, 1971; May 27, 1988; December 31, 1997.
Amendments. April 16, 1964; March 26, 1970; August 27, 1976; August 31, 1993; May 27, 1988; December 31, 1997; September 13,
2001 (NYSE-2001-11); October 9, 2002 (NYSE-2002-24); June 17, 2004 (Effective December 17, 2004) (NYSE-2002-36); September
9, 2005 (NYSE-2002-34); November 16, 2005 (NYSE-2004-64); February 27, 2006, effective March 8, 2006 (NYSE-2005-77); June
14, 2006 (NYSE-2005-60), January 10, 2007 (NYSE-2006-97); July 26, 2007 (NYSE-2007-59); November 28, 2007 (NYSE-2007-53);
September 15, 2008 (NYSE-2008-80); May 29, 2009 (NYSE-2009-25); June 30, 2011 (NYSE-2011-27); November 29, 2013
(NYSE-2013-76); November 6, 2014 (NYSE-2014-56); December 18, 2014 (NYSE-2014-66).
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Amended: April 16, 1964; March 4, 1976; effective April 26, 1976; December 5, 1977; February 10, 2005 (NYSE-2004-63); July 31,
2007 (NYSE-2007-59); April 22, 2014 (NYSE-2014-21).
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Research analysts and supervisory analysts must be registered with, qualified by, and approved by the
Exchange.

Adopted: June 18, 1964.

• • • Supplementary Material: 

.10   For purposes of this Rule, the term "research analyst" includes a member, allied member, associated
person or employee who is primarily responsible for the preparation of the substance of a research report
and/or whose name appears on such report. Such research analysts must pass a qualification examination
acceptable to the Exchange.

.11   For purposes of this Rule, the term "supervisory analyst" includes a member, allied member, or
employee who is responsible for preparing or approving research reports under Rule 472(a)(2). In order
to show evidence of acceptability to the Exchange as a supervisory analyst, a member, allied member, or
employee may do one of the following:
 

(1)   Present evidence of appropriate experience and pass an Exchange Supervisory Analyst Examination
(Series 16).

(2)   Present evidence of appropriate experience and successful completion of a specified level of the
Chartered Financial Analysts Examination prescribed by the Exchange and pass only that portion of
the Exchange Supervisory Analyst Examination (Series 16) dealing with Exchange rules on research
standards and related matters.

The Exchange publishes a Study Outline for the Research Analyst Examination and the Supervisory Analyst
Examination (Series 16).

.12   For purposes of this Rule, the term "associated person" is defined as a natural person engaged in
investment banking, or a securities or kindred business, who is directly or indirectly controlling or controlled by
a member or member organization, whether or not any such person is registered, applying for registration or
exempt from registration with the NYSE.

Amended: October 4, 1973; March 10, 1983; July 29, 2003 (NYSE-2002-49); February 23, 2005 (NYSE-2005-12); April 14, 2005
(NYSE-2005-24).
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(a)   No member or member organization shall permit any natural person to perform regularly the duties
customarily performed by a securities lending representative, a Securities Trader or a direct supervisor of
such, unless such person is registered with, qualified by and is acceptable to the Exchange. NYSE members
and member organizations shall also comply with NASD Rule 1031, concerning the registration and approval
of registered representatives and their supervisors, and any amendments thereto, as if such Rule is part of
NYSE’s Rules.

Amended: September 17, 1959; January 24, 1963; December 3, 1964, effective January 1, 1965; December 19, 1968; January 30,
1969; March 26, 1970; September 17, 1970; July 19, 1972; October 16, 1975; July 14, 1976; May 2, 1978; August 4, 1983; February 4,
1988; September 15, 2008 (NYSE-2008-80); December 8, 2015 (NYSE-2015-64).

• • • Supplementary Material: 

Registration of Employees

.10   Employees required to be registered or approved.—See definitions of "branch office manager"
and "registered representative" contained in Rules 9 and 10 and Rule 3110 for qualification requirements
for supervisors.

A "securities lending representative" is defined as any person who has discretion to commit his member or
member organization employer to any contract or agreement (written or oral) involving securities lending
or borrowing activities with any other person.

A "Securities Trader" has the meaning set forth in Rule 1220(b)(3). A Securities Trader must be registered
as such on Web CRD and pass the Series 57 examination and the Securities Industry Essentials
Examination.

A supervisor of a Securities Trader must satisfy its registration requirements under this Commentary .10
by registering and qualifying as a Securities Trader Principal in Web CRD if (a) such supervisor's
supervisory responsibilities are limited solely to supervising Securities Traders; (b) such supervisor is
qualified to be so registered by passing the General Securities Principal Qualification Examination - Series
24; and (c) such supervisor is registered pursuant to Exchange Rules as a Securities Trader. Such a
supervisor shall not be qualified to function in a Principal or supervisory capacity with responsibility over
any area of business other than that involving proprietary trading.

Amended: March 26, 1970; May 11, 1979; February 4, 1988; September 15, 2008 (NYSE-2008-80); August 26, 2014
(NYSE-2014-44); November 6, 2014 (NYSE-2014-56); December 8, 2015 (NYSE-2015-64); October 2, 2018 (NYSE-2018-44).

.11 Investigation and Records
(a)   Members and member organizations shall thoroughly investigate the previous record of persons
whom they contemplate employing including, (1) persons required to be registered with the Exchange,
(2) persons who regularly handle or process securities or monies or maintain the books and records
relating to securities or monies and (3) persons having direct supervisory responsibility over persons
engaged in the activities referred to in (1) and (2) above who are not otherwise required to be
registered.

Investigatory requirements for persons required to be registered with the Exchange (referred to in (a)
(1) above) shall be satisfied when the member or member organization fulfills its obligation to verify the
information contained in the Uniform Application for Securities Industry Registration or Transfer (Form
U-4) and reviews the most recent Form U-5, as described below, if applicable.
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In addition, a member or member organization shall obtain from an applicant, if applicable, a copy
of his or her Uniform Termination Notice of Securities Industry Registration (Form U-5) and any
amendments filed thereto, by the most recent employer. A member or member organization shall
request said Form U-5 from any person who was previously registered with the Exchange or other
self-regulatory organization that requires its members to provide a copy of Form U-5 to its terminated
registered persons. (See also Rule 345.17.)

The member or member organization shall obtain said Form U-5 no later than sixty (60) days following
the filing of the application for registration or demonstrate to the Exchange that it has made reasonable
efforts to comply with the requirement. A member or member organization receiving a Form U-5
pursuant to this provision shall review the Form U-5 and any amendment thereto as part of its
investigatory process and shall take such action as may be deemed appropriate.

Investigatory requirements pertaining to persons specified in (a)(2) and (3) above shall be satisfied if
a member or member organization verifies the information obtained pursuant to paragraph (c) below.
Notwithstanding the above, further inquiry shall be made where appropriate in light of background
information developed, the position for which the person is being considered or other circumstances.
Investigation and verification shall be done by a member or person designated under the provisions of
Rule 3110(a).

(b)   Any applicant for registration who receives a request for a copy of his or her Form U-5 from a
member or member organization pursuant to (a) above shall provide such copy to the member or
member organization within two (2) business days of the request if the Form U-5 has been provided
to such person by his or her former employer. If an employer has failed to provide the Form U-5 to
the applicant for registration, such person shall promptly request the Form U-5, and shall provide it to
the requesting member or member organization within two (2) business days of receipt thereof. The
applicant shall promptly provide any subsequent amendments to a Form U-5 he or she receives to the
requesting member or member organization.

(c)   Members and member organizations are reminded to obtain and keep on file all information
required under Rule 17a-3(a)(12) of the Securities Exchange Act of 1934 for persons included within
the definition of "associated person" pursuant to Rule 17a-3(a)(12)(ii). In addition, the Exchange
requires that a record be kept of whether a bonding company has ever denied or revoked, or paid out
on any bond because of such person.

 If an employee is registered with the Exchange, a duplicated copy of Form U-4 signed by an authorized
person shall satisfy all the recordkeeping requirements of this paragraph.

Amended: July 15, 1965; April 3, 1975; May 11, 1979; February 4, 1988; August 23, 1990; September 15, 2008
(NYSE-2008-80); November 6, 2014 (NYSE-2014-56).
Renumbered: August 9, 1976; February 4, 1988.

.12   Applications: Applications for all natural persons required to be registered with the Exchange shall
be submitted to the Exchange on Form U-4, copies of which will be supplied on request. The application
for the approval of such registered person shall be completed and filed upon the candidate's employment
in order that processing may be completed by the time the training period is finished. (See .18—Filing With
Agent.)

The information contained on Form U-4 must be kept current and shall be updated by the filing with the
Exchange of an amendment to that form.

Amended: March 26, 1970; May 2, 1974; May 11, 1979; February 4, 1988.
Renumbered: February 4, 1988.

.13   Agreements.—Prior to the Exchange's consideration of the application, each candidate for
registration, other than a member of the Exchange shall sign an agreement(s), on a form(s) prescribed
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by the Exchange, which includes a pledge that the registered person will abide by the Rules adopted
pursuant thereto as these now exist and as from time to time amended.

Amended: February 3, 1966; March 26, 1970. December 1, 1970; April 1, 1971; December 1, 1971; March 16, 1972; April 3,
1975; effective May 1, 1975; December 1, 1977; December 13, 1978; May 11, 1979; February 4, 1988; February 27, 2006,
effective March 8, 2006 (NYSE-2005-77); September 15, 2008 (NYSE-2008-80).
Renumbered: August 9, 1979; February 4, 1988.

.14   Payment of fees.—Members and member organizations shall pay registration, maintenance, filing,
and other related fees as prescribed by the Exchange.

.15 Qualifications
(1)  

(a)   Candidates for registration.—Candidates for registration, shall qualify by passing a
qualification examinations, as applicable, which is acceptable to the Exchange.

(b)   Examination waivers.—Where good cause is shown, the examination requirement for a
candidate for registration may be waived at the discretion of the Exchange. Consideration may be
given to previous related employment and to training and/or examination requirements of other
self-regulatory organizations. In such cases, the Exchange must be satisfied that the candidate is
qualified for registration.

(2)   Registered representatives.— Such candidates shall pass a qualifying examination acceptable
to the Exchange.

(3)   Limited registration.—Applications as limited purpose registered representative candidates will
be considered by the Exchange for those duly qualified persons whose activities are limited solely
to the solicitation or handling of the sale or purchase of: investment company securities and variable
contracts, insurance premium funding program, direct participation programs, and municipal securities,
among other limited registration categories. Limited purpose registered representative candidates shall
qualify by passing a qualification examination acceptable to the Exchange.

(4)   Registered options representative.—Each registered representative who transacts any business
with the public in option contracts shall qualify as a "Registered Options Representative" by passing a
qualification examination acceptable to the Exchange. (See Rule 700(b)(49).)

(5)   Commodities solicitors.—Individuals who are engaged in the solicitation or handling of business
in, or the sale of, commodities futures contracts shall demonstrate their competency by satisfying
a solicitor's examination requirement of a national commodities exchange, which examination is
acceptable to the Exchange.

Amendments. July 17, 1969; March 26, 1970. May 7, 1973; May 2, 1974; July 14, 1976; August 27, 1976; October 25, 1978;
October 7, 1982; February 4, 1988; September 15, 2008 (NYSE-2008-80).

.16   Power of Exchange over all employees.—The Exchange may require at any time that the name,
terms of employment, and actual duties of any person employed by a member or member organization
shall be stated to the Exchange, together with such other information with respect to such employee as it
may deem appropriate to permit it to enforce compliance with the Rules.

Renumbered. August 9, 1976; February 4, 1988.
Amendment. May 11, 1979.

General Information Regarding Employees

.17 Termination of employment
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(a)   The discharge or termination of employment of any registered person together with the reasons
thereof, shall be reported promptly, but in any event not later than thirty days following termination, to
the Exchange on a U-5 Form. (See .18—Filing With Agent.) A copy of said termination notice shall be
provided concurrently to the person whose association has been terminated.

(b)   The member or member organization shall provide written notification to the Exchange by means
of an amendment to Form U-5, filed pursuant to paragraph (a) above, in the event that the member or
member organization learns of facts or circumstances causing any information set forth in said notice
to become inaccurate or incomplete. Such amendment shall be filed with the Exchange and provided
to the person whose association has been terminated not later than thirty days after the member or
member organization learns of the facts or circumstances giving rise to the amendment.

Amendments. March 26, 1970; May 2, 1974. February 4, 1988; August 23, 1990.
Renumbered. August 9, 1976; February 4, 1988.

.18   Filing With Agent.—Any filing or submission required to be made with the Exchange under this rule,
where appropriate, may be made with a properly authorized agent acting on behalf of the Exchange and
shall be deemed to be a filing with the Exchange.

Amendments. May 2, 1974; August 4, 1983. April 23, 1985; February 4, 1988.
Renumbered. February 4, 1988.
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(a)   Regulatory Element.—No member or member organization shall permit any registered person to
continue to, and no registered person shall continue to, perform duties as a registered person, unless such
person has complied with the continuing education requirements of Section (a) of this Rule.
 

(1)   Each registered person shall complete the Regulatory Element of the continuing education program
on the occurrence of their second registration anniversary date and every three years thereafter or as
otherwise prescribed by the Exchange. On each occasion, the Regulatory Element must be completed
within one hundred twenty days after the person's registration anniversary date. A person's initial
registration date, also known as the “base date”, shall establish the cycle of anniversary dates for
purposes of this Rule. The content of the Regulatory Element of the program shall be determined by the
Exchange for each registration category of persons subject to the rule. The content of the Regulatory
Element for a person designated as eligible for a waiver pursuant to Rule 1210, Commentary .08, shall
be determined based on the person's most recent registration status, and the Regulatory Element shall
be completed based on the same cycle had the person remain registered. A person qualified solely as a
Securities Trader shall comply with the continuing education requirements appropriate for the Series 57
by completing the S101 Program. All other registered persons shall comply with the continuing education
requirements applicable to their particular registration.

(2)   Failure to complete.—Unless otherwise determined by the Exchange, any registered persons who
have not completed the Regulatory Element of the program within the prescribed time frames will have
their registration deemed inactive until such time as the requirements of the program have been satisfied.
Any person whose registration has been deemed inactive under this Rule shall cease all activities as a
registered person and is prohibited from performing any duties and functioning in any capacity requiring
registration. Further, such person may not accept or solicit business or receive any compensation for the
purchase or sale of securities. However, such person may receive trail or residual commissions resulting
from transactions completed before the inactive status, unless the member organization with which such
person is associated has a policy prohibiting such trail or residual commissions. The Exchange may, upon
application and a showing of good cause, allow for additional time for a registered person to satisfy the
program requirements. If a person designated as eligible for a waiver pursuant to Exchange Rule 1210,
Commentary .08, fails to complete the Regulatory Element within the prescribed time frames, the person
shall no longer be eligible for such a waiver.

(3)   Disciplinary Actions.—Unless otherwise determined by the Exchange, a registered or other than a
person designated as eligible for a waiver pursuant to Exchange Rule 1210, Commentary .08, person will
be required to re-take the Regulatory Element of the program and satisfy the program's requirements in
their entirety in the event such person:
 

(i)   becomes subject to any statutory disqualification as defined in Section 3(a)(39) of the Securities
Exchange Act of 1934;

(ii)   becomes subject to suspension or to the imposition of a fine of $5,000 or more for violation of any
provision of any securities law or regulation, or any agreement with or rule or standard of conduct of
any securities governmental agency, securities self-regulatory organization, or as imposed by any such
regulatory or self-regulatory organization in connection with a disciplinary proceeding; or
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(iii)   is ordered pursuant to a disciplinary proceeding to re-take the Regulatory Element by any
securities governmental agency or securities self-regulatory organization.

A re-taking of the Regulatory Element shall commence with participation within one hundred twenty days
of the registered person becoming subject to the statutory disqualification, in the case of (i) above, or the
completion of the sanction or the disciplinary action becoming final, in the case of (ii) and (iii) above. The date
that the disciplinary action becomes final will be deemed the person's new base date for purposes of this
Rule.

(b) Firm Element
(1)   Persons Subject to the Firm Element.—The requirements of Section (b) of this Rule shall apply to
any registered person who has direct contact with customers in the conduct of the member's or member
organization's securities sales, trading or investment banking activities, and to the immediate supervisors
of such persons, and to registered persons who function as supervisory analysts, and research analysts
as defined in Rule 344 (collectively, "covered registered persons").

(2) Standards
(i)   Each member and member organization must maintain a continuing and current education
program for its covered registered persons to enhance their securities knowledge, skills and
professionalism. At a minimum, each member and member organization shall at least annually
evaluate and prioritize its training needs and develop a written training plan. The plan must take into
consideration the member's or member organization's size, organizational structure, and scope of
business activities, as well as regulatory developments and the performance of covered registered
persons in the Regulatory Element. If a member's or member organization's analysis determines
a need for supervisory training for persons with supervisory responsibilities, such training must be
included in the member's or member organizations's training plan.

(ii)   Minimum Standards for Training Programs.—Programs used to implement a member's or
member organization's training plan must be appropriate for the business of the member or member
organization and, at a minimum, must cover training in ethics and professional responsibility and the
following matters concerning securities products, services and strategies offered by the member or
member organization

a. General investment features and associated risk factors;
b. Suitability and sales practice considerations; and
c. Applicable regulatory requirements.

(iii)   Administration of Continuing Education Program.—Each member and member organization
must administer its continuing education program in accordance with its annual evaluation and written
plan and must maintain records documenting the content of the programs and completion of the
programs by covered registered persons.

(3)   Participation in the Firm Element.—Covered registered persons included in a member's or member
organization's plan must take all appropriate and reasonable steps to participate in continuing education
programs as required by the member or member organization.

(4)   Specific Training Requirements.—The Exchange may require a member or member organization,
either individually or as part of a larger group, to provide specific training to its covered registered persons
in such areas the Exchange deems appropriate. Such a requirement may stipulate the class of covered
registered persons for which it is applicable, the time period in which the requirement must be satisfied
and, where appropriate, the actual training content.

Amendments. March 3, 1998; July 29, 2003 (NYSE-2002-49); September 16, 2004 (SR-NYSE-2004-33); July 1, 2013
(NYSE-2013-02); December 8, 2015 (NYSE-2015-64); October 2, 2018 (NYSE-2018-44).
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• • • Supplementary Material: 

.10   For purposes of this Rule, the term "registered person" means any member, principal executive,
registered representative, or other person registered or required to be registered under Exchange rules, but
does not include any such person whose activities are limited solely to the transaction of business on the
Floor with members or registered broker-dealers.

Amendment. September 15, 2008 (NYSE-2008-80).

.20   For purposes of this Rule, the term "customer" means any natural person or any organization, other than
a registered broker or dealer, executing transactions in securities or other similar instruments with or through,
or receiving investment banking services from, a member or member organization.

.30   Any registered person who has terminated association with a registered broker or dealer and who has,
within two years of the date of termination, become reassociated in a registered capacity with a registered
broker or dealer shall participate in the Regulatory Element of the continuing education program at such
intervals that apply (second registration anniversary and every three years thereafter) based on the initial
registration anniversary date, rather than based on the date of reassociation in a registered capacity.

Any former registered person who becomes reassociated in a registered capacity with a registered broker or
dealer more than two years after termination as such will be required to satisfy the program's requirements
in their entirety (second registration anniversary and every three years thereafter), based on the most recent
registration date.

Amendment. March 3, 1998.

.40   Any registration that is deemed inactive for a period of two calendar years pursuant to section (a)(2) of
this Rule for failure of a registered person to complete the Regulatory Element, shall be terminated. A person
whose registration is so terminated may become registered only by reapplying for registration and satisfying
applicable registration and qualification requirements of Exchange rules (see Rule 345).

Adopted. January 30, 1995.

.50   Pursuant to Rule 345A(b)(1), all persons registered as research analysts and supervisory analysts
pursuant to Rule 344 must participate in a Firm Element Continuing Education program that includes training
in applicable rules and regulations, ethics, and professional responsibility.

Adopted. July 29, 2003 (NYSE-2002-49).

.60   Fingerprint Information. Upon filing an electronic Form U4 on behalf of a person applying for registration,
a member organization shall promptly submit fingerprint information for that person. The Exchange may make
a registration effective pending receipt of the fingerprint information. If a member organization fails to submit
the fingerprint information within 30 days after the Exchange receives the electronic Form U4, the person's
registration shall be deemed inactive. In such case, the Exchange shall notify the member organization that
the person must immediately cease all activities requiring registration and is prohibited from performing any
duties and functioning in any capacity requiring registration. The Exchange shall administratively terminate
a registration that is inactive for a period of two years. A person whose registration is administratively
terminated may reactivate the registration only by reapplying for registration and meeting the qualification
requirements under Exchange rules. Upon application and a showing of good cause, the Exchange may
extend the 30-day period.

Adopted. October 2, 2018 (NYSE-2018-44).
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Except as otherwise permitted by the Exchange, no member organization, principal executive, approved person,
person associated with a member organization or any person directly or indirectly controlling, controlled by or
under common control with a member organization shall have associated with it any person who is known, or
in the exercise of reasonable care should be known, to be subject to any “statutory disqualification” defined in
Section 3(a)(39) of the Securities Exchange Act of 1934.

Amended: December 1, 1977; May 28, 1982. March 29, 1989; August 31, 1993; September 15, 2008 (NYSE-2008-80); March 28,
2011 (NYSE-2011-12); July 20, 2016 (NYSE-2016-43).
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(a)   Except as provided in paragraph (b), any controversy between a registered representative and any
member or member organization arising out of the employment or termination of employment of such
registered representative by and with such member or member organization shall be settled by arbitration, at
the instance of any such party, in accordance with the arbitration procedure prescribed elsewhere in these
rules.

(b)   A claim alleging employment discrimination, including any sexual harassment claim, in violation of a
statute shall be eligible for arbitration only where the parties have agreed to arbitrate the claim after it has
arisen.

Amended: April 17, 1958; April 3, 1975; effective May 1, 1975; December 29, 1998.

• • • Supplementary Material: 

.10   Nothing in the Rules of the Exchange is intended, nor shall be construed, to prohibit any employee from
bringing a claim against any member or member organization arising out of the employment or termination
of employment of such employee with such member or member organization before the Equal Employment
Opportunity Commission, any state or local anti-discrimination agency, or the National Labor Relations Board.

Adopted: April 28, 1999.
Amended: February 27, 2006, effective March 8, 2006 (NYSE-2005-77).
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Rescinded April 3, 1975 effective May 1, 1975.
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Rescinded October 7, 1982.
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Reserved

Amended: December 1, 1977; June 29, 1978. June 30, 1992; March 11, 2004 (NYSE-99-12); October 24, 2008 (NYSE-2008-46); May
29, 2009 (NYSE-2009-25).
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Reserved.

Amended: March 16, 1972; February 15, 1979; March 26, 1980; May 27, 1988; March 22, 1990; May 3, 2002; July 9, 2002
(2002-09); July 29, 2003 (NYSE-2002-49); September 15, 2008 (NYSE-2008-80); June 30, 2011 (NYSE-2011-27); November 6, 2014
(NYSE-2014-56); July 20, 2016 (NYSE-2016-50).
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Reserved.

Adopted: May 11, 1979.
Amended: September 7, 2005 (NYSE-2004-47); September 15, 2008 (NYSE-2008-80); December 11, 2009 (NYSE-2009-123); June
4, 2010 (NYSE-2010-40).
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(a)   Reserved.

Adopted: March 7, 1989.
Amended: September 15, 2008 (NYSE-2008-80); November 6, 2014 (NYSE-2014-56).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

207

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+SX-PMANU-NYSE354%2909013e2c855b2500?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, Rule 356., New York Stock Exchange, 
Discontinuance by Exchange of Any Means of Communication

Click to open document in a browser

Rescinded effective February 27, 1980.
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Rescinded effective January 24, 1978.
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Rescinded April 3, 1975 effective May 1, 1975.
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Rescinded effective February 27, 1980.
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Rescinded effective January 3, 1974.
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Rescinded effective April 30, 1976.
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Rescinded April 3, 1975 effective May 1, 1975.
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Rescinded April 3, 1975 effective May 1, 1975.
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Rescinded April 3, 1975 effective May 1, 1975.
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Rescinded May 11, 1979.
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Rescinded effective April 30, 1976.
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Rescinded January 9, 1975.
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A member or member organization who has accepted an order for execution and who, by reason of neglect to
execute the order or otherwise, takes or supplies for his or its own account, the securities named therein is not
acting as a broker and shall not charge a commission, without the knowledge and consent of the customer.
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Rescinded effective April 30, 1976.
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Reserved.

Adopted.
December 19, 1968.
Amendments.
April 3, 1975; effective May 1, 1975.
February 19, 1982.
June 2, 1999.
March 30, 2001.
July 14, 2011 (NYSE-2011-33).
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(a)   General

Industry Members are required to record and report data to the Central Repository as required by this Rule
Series in a manner that ensures the timeliness, accuracy, integrity and completeness of such data.

(b)   LEIs

Without limiting the requirement set forth in paragraph (a), Industry Members are required to accurately
provide the LEIs in their records as required by this Rule Series and may not knowingly submit inaccurate
LEIs to the Central Repository; provided, however, that this requirement does not impose any additional due
diligence obligations on Industry Members with regard to LEIs for CAT purposes.

(c)   Compliance with Error Rate

If an Industry Member reports data to the Central Repository with errors sich that the error percentage
exceeds the maximum Error Rate established by the Operating Committee pursuant to the CAT NMS Plan,
then such Industry Member would not be in compliance with the Rule 6800 Series.

(d)   Compliance Thresholds

Each Industry Member shall be required to meet a separate compliance threshold which will be an Industry
Member-specific rate that may be used as the basis for further review or investigation into the Industry
Member's performance with regard to the CAT (the "Compliance Thresholds"). Compliance Thresholds will
compare an Industry Member's error rate to the aggregate Error Rate over a period of time to be defined by
the Operating Committee. An Industry Member's performance with respect to its Compliance Threshold will
not signify, as a matter of law, that such Industry Member has violated this Rule Series.

Adopted.
March 15, 2017 (NYSE-2017-01).
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(a)   General

Paragraphs (b) and (c) of this Rule set forth the additional details with respect to the compliance date of
Rules 6800 through 6895. Unless otherwise noted, Rules 6800 through 6895 are fully effective and member
organizations must comply with their terms.

(b)   Clock Synchronization
 

(1)   Each Industry Member shall comply with Rule 6820 with regard to Business Clocks that capture time
in milliseconds commencing on or before March 15, 2017.

(2)   Each Industry Member shall comply with Rule 6820 with regard to Business Clocks that do not
capture time in milliseconds commencing on or before February 19, 2018.

(c)   CAT Data Reporting
 

(1)   Each Industry Member (other than a Small Industry Member) shall record and report the Industry
Member Data to the Central Repository by November 15, 2018.

(2)   Each Industry Member that is a Small Industry Member shall record and report the Industry Member
Data to the Central Repository by November 15, 2019.

Adopted.
March 15, 2017 (NYSE-2017-01).
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(a)   Definitions.
 

(1)   For purposes of this Rule, the terms “CAT NMS Plan”, “Industry Member”, “Operating Committee”,
and “Participant” are defined as set forth in Rule 6810 (Consolidated Audit Trail – Definitions).

(2)   “Subcommittee” means a subcommittee designated by the Operating Committee pursuant to the CAT
NMS Plan.

(3)   “CAT Fee” means any fees contemplated by the CAT NMS Plan and imposed on Industry Members
pursuant to Exchange Rules.

(b)   Fee Dispute Resolution.

Disputes initiated by an Industry Member with respect to CAT Fees charged to such Industry Member,
including disputes related to the designated tier and the fee calculated pursuant to such tier, will be resolved
by the Operating Committee, or a Subcommittee designated by the Operating Committee, of the CAT NMS
Plan, pursuant to the Fee Dispute Resolution Procedures adopted pursuant to the CAT NMS Plan and set
forth in paragraph (c) of this Rule. Decisions on such matters will be binding on Industry Members, without
prejudice to the rights of any such Industry Member to seek redress from the SEC or in any other appropriate
forum.

(c)   Fee Dispute Resolution Procedures under the CAT NMS Plan.
 

(1)   Scope of Procedures

These Fee Dispute Resolution Procedures provide the procedure for Industry Members that dispute
CAT Fees charged to such Industry Member, including disputes related to the designated tier and the
fee calculated pursuant to such tier, to apply for an opportunity to be heard and to have the CAT Fees
charged to such Industry Member reviewed.

(2)   Submission and Time Limitation on Application to CAT NMS, LLC (“Company”)

An Industry Member that disputes CAT Fees charged to such Industry Member and that desires to have
an opportunity to be heard with respect to such disputed CAT Fees will file a written application with the
Company within 15 business days after being notified of such disputed CAT Fees. The application will
identify the disputed CAT Fees, state the specific reasons why the applicant takes exception to such
CAT Fees, and set forth the relief sought. In addition, if the applicant intends to submit any additional
documents, statements, arguments or other material in support of the application, the same should be so
stated and identified.

(3)   Procedure Following Applications for Hearing
 

(A)   Fee Review Subcommittee

The Company will refer applications for hearing and review promptly to the Subcommittee designated
by the Operating Committee pursuant to Section 4.12 of the CAT NMS Plan with responsibility for
conducting the reviews of CAT Fee disputes pursuant to these Fee Dispute Resolution Procedures.
This Subcommittee will be referred to as the Fee Review Subcommittee. The members of the Fee
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Review Subcommittee will be subject to the provisions of Section 4.3(d) of the CAT NMS Plan
regarding recusal and Conflicts of Interest.

(B)   Record

The Fee Review Subcommittee will keep a record of the proceedings.

(C)   Hearings and Documents

The Fee Review Subcommittee will hold hearings promptly. The Fee Review Subcommittee will set a
hearing date. The parties to the hearing (as described in paragraph (4)(A) below) will furnish the Fee
Review Subcommittee with all materials relevant to the proceedings at least 72 hours prior to the date
of the hearing. Each party will have the right to inspect and copy the other party’s materials prior to the
hearing.

(4)   Hearing and Decision
 

(A)   Parties

The parties to the hearing will consist of the applicant and a representative of the Company who will
present the reasons for the action taken by the Company that allegedly aggrieved the applicant.

(B)   Counsel

The applicant is entitled to be accompanied, represented and advised by counsel at all stages of the
proceedings.

(C)   Conduct of Hearing

The Fee Review Subcommittee will determine all questions concerning the admissibility of evidence
and will otherwise regulate the conduct of the hearing. Each of the parties will be permitted to make an
opening statement, present witnesses and documentary evidence, cross examine opposing witnesses
and present closing arguments orally or in writing as determined by the Fee Review Subcommittee.
The Fee Review Subcommittee also will have the right to question all parties and witnesses to the
proceeding. The Fee Review Subcommittee will keep a record of the hearing. The formal rules of
evidence will not apply.

(D)   Decision

The Fee Review Subcommittee will set forth its decision in writing and send the written decision to the
parties to the proceeding. Such decisions will contain the reasons supporting the conclusions of the
Fee Review Subcommittee.

(5)   Review
 

(A)   Petition

The decision of the Fee Review Subcommittee will be subject to review by the Operating Committee
either on its own motion within 20 business days after issuance of the decision or upon written request
submitted by the applicant within 15 business days after issuance of the decision. The applicant’s
petition will be in writing and specify the findings and conclusions to which the applicant objects,
together with the reasons for such objections. Any objection to a decision not specified in writing will be
considered to have been abandoned and may be disregarded. Parties may petition to submit a written
argument to the Operating Committee and may request an opportunity to make an oral argument
before the Operating Committee. The Operating Committee will have sole discretion to grant or deny
either request.
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(B)   Conduct of Review

The Operating Committee will conduct the review. The review will be made upon the record and will be
made after such further proceedings, if any, as the Operating Committee may order. Based upon such
record, the Operating Committee may affirm, reverse or modify, in whole or in part, the decision of the
Fee Review Subcommittee. The decision of the Operating Committee will be in writing, will be sent to
the parties to the proceeding and will be final.

(6)   Time Limit for Review

A final decision regarding the disputed CAT Fees by the Operating Committee, or the Fee Review
Subcommittee (if there is no review by the Operating Committee), must be provided within 90 days of
the date on which the Industry Member filed a written application regarding disputed CAT Fees with
the Company pursuant to Paragraph (2) of these Fee Dispute Resolution Procedures. The Operating
Committee may extend the 90-day time limit under this Paragraph (6) at its discretion.

(7)   Miscellaneous Provisions
 

(A)   Service of Notice

Any notices or other documents may be served upon the applicant either personally or by leaving
the same at its, his or her place of business or by deposit in the United States post office, postage
prepaid, by registered or certified mail, addressed to the applicant at its, his or her last known business
or residence address.

(B)   Extension of Certain Time Limits

Any time limits imposed under these Fee Dispute Resolution Procedures for the submission of
answers, petitions or other materials may be extended by permission of the Operating Committee.
All papers and documents relating to review by the Fee Review Subcommittee or the Operating
Committee must be submitted to the Fee Review Subcommittee or Operating Committee, as
applicable.

(8)   Agency Review

Decisions on such CAT Fee disputes made pursuant to these Fee Dispute Resolution Procedures will be
binding on Industry Members, without prejudice to the rights of any such Industry Member to seek redress
from the SEC or in any other appropriate forum.

(9)   Payment of Disputed CAT Fees
 

(A)   Timing of Fee Payment

An Industry Member that files a written application with the Company regarding disputed CAT Fees
in accordance with these Fee Dispute Resolution Procedures is not required to pay such disputed
CAT Fees until the dispute is resolved in accordance with these Fee Dispute Resolution Procedures,
including any review pursuant to Paragraph (8). For the purposes of this Paragraph (9), the disputed
CAT Fees means the amount of the invoiced CAT Fees that the Industry Member has asserted
pursuant to these Fee Dispute Resolution Procedures that such Industry Member does not owe to the
Company. The Industry Member must pay any invoiced CAT Fees that are not disputed CAT Fees
when due as set forth in the original invoice.

(B)   Interest on Unpaid CAT Fees

Once the dispute regarding CAT Fees is resolved pursuant to these Fee Dispute Resolution
Procedures, if it is determined that the Industry Member owes any of the disputed CAT Fees, then the
Industry Member must pay such disputed CAT Fees that are owed as well as interest on such disputed
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CAT Fees from the original due date (that is, 30 days after receipt of the original invoice of such CAT
Fees) until such disputed CAT Fees are paid at a per annum rate equal to the lesser of (i) the Prime
Rate plus 300 basis points, or (ii) the maximum rate permitted by applicable law.

Adopted.
August 30, 2017 (NYSE-2017-24).
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For purposes of the Rule 7400 Series:

(a) Terms shall have the same meaning as those defined in the Exchange Rules, unless otherwise
specified.

(b) "Bunched Order" shall mean two or more orders that are aggregated prior to execution.
(c) "Customer" shall mean a person other than a broker or dealer.
(d) "Electronic Communication Network" shall mean any electronic system that widely disseminates to

third parties orders entered therein by an exchange market maker or over-the-counter market maker,
and permits such orders to be executed in whole or in part, and as further defined in Rule 600(b)(23) of
SEC Regulation NMS.

(e) "Electronic Order" shall mean an order captured by a member organization in an electronic order-
routing or execution system.

(f) "Exchange System" shall mean the service provided by the Exchange that provides for the automated
execution and reporting of transactions in NMS stocks.

(g) "Index Arbitrage" shall mean a trading strategy in which pricing is based on discrepancies between a
“basket” or group of stocks and the derivative index product (i.e. a basis trade) involving the purchase
or sale of a “basket” or group of stocks in conjunction with the purchase or sale, or intended purchase
or sale, of one or more derivative index products in an attempt to profit by the price difference between
the “basket” or group of stocks and the derivative index products. While the purchase or sale of the
stocks must be in conjunction with the purchase or sale of derivative index products, the transaction
need not be executed contemporaneously to be considered index arbitrage. The term “derivative index
products” refers to cash-settled options or futures contracts on index stock groups, and options on any
such futures contracts.

(h) "Intermarket sweep order" shall have the same meaning as contained in Rule 600(b)(30) of SEC
Regulation NMS.

(i) "Manual Order" shall mean an order that is captured by a member organization other than in an
electronic order-routing or execution system.

(j) "NMS stock" shall have the same meaning as contained in Rule 600(b)(47) of SEC Regulation NMS.
(k) "Order" shall mean any oral, written, or electronic instruction to effect a transaction in an NMS stock

that is received by a member organization from another person for handling or execution, or that is
originated by a department of a member organization for execution by the same or another member
organization, other than any such instruction to effect a proprietary transaction originated by a trading
desk in the ordinary course of a member organization’s market making activities.

(l) "Order Audit Trail System"shall mean the automated system owned and operated by FINRA that is
designed to capture order information in NMS stocks reported by member organizations for integration
with trade and quotation information to provide the Exchange with an accurate time sequenced record
of orders and transactions.

(m) "Program Trading" means either (A) index arbitrage or (B) any trading strategy involving the related
purchase or sale of a “basket” or group of 15 or more stocks. Program trading includes the purchases
or sales of stocks that are part of a coordinated trading strategy, even if the purchases or sales are
neither entered nor executed contemporaneously, nor part of a trading strategy involving options or
futures contracts on an index stock group, or options on any such futures contracts, or otherwise
relating to a stock market index.

(n) "Reporting Agent" shall mean a third party that enters into any agreement with a member organization
pursuant to which the Reporting Agent agrees to fulfill such member organization’s obligations under
Rule 7450.
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(o) "Reporting Member Organization" shall mean a member organization that receives or originates an
order and has an obligation to record and report information under Rules 7440 and 7450.

(1) A member organization shall not be considered a Reporting Member Organization in
connection with an order, if the following conditions are met:

(A) the member organization engages in a non-discretionary order routing process,
pursuant to which it immediately routes, by electronic or other means, all of its
orders to a single receiving Reporting Member Organization;

(B) the member organization does not direct and does not maintain control over
subsequent routing or execution by the receiving Reporting Member Organization;

(C) the receiving Reporting Member Organization records and reports all information
required under Rules 7440 and 7450 with respect to the order; and

(D) the member organization has a written agreement with the receiving Reporting
Member Organization specifying the respective functions and responsibilities of
each party to effect full compliance with the requirements of Rules 7440 and 7450.

(2) A member organization shall not be considered a Reporting Member Organization in
connection with an order if:

(A) the member organization was approved as a member organization pursuant to
NASD IM-1013-1 or NASD IM-1013-2;

(B) the member organization operates consistent with NASD IM-1013-1 or NASD
IM-1013-2, including limiting its business operations to “permitted floor activities,” as
that term is defined in NASD IM-1013-1 and NASD IM-1013-2; and

(C) the order was received by the member organization through systems operated and
regulated by the Exchange.

(p) "Proprietary Trading Firm" shall mean a member organization that trades its own capital and that does
not have “customers,” as that term is defined in NYSE Rule 7410(c), and that is not a FINRA member.
The funds used by a Proprietary Trading firm must be exclusively firm funds and all trading must be in
the firm’s accounts. Traders must be owners of, employees of, or contractors to the firm.

Adopted.
October 7, 2011 (NYSE-2011-49).
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(a) Unless otherwise indicated, the requirements of the Rule 7400 Series are in addition to the requirements
contained elsewhere in Exchange Rules.

(b) Unless otherwise indicated, the requirements of the Rule 7400 Series shall apply to all member organizations
and to their associated persons.

(c) Unless otherwise indicated, the requirements of the Rule 7400 Series shall apply to all executed or
unexecuted orders for all NMS stocks traded on the Exchange.

• • • Supplementary Material: 

.01 "associated person". For the purposes of this Rule, the term “associated person” shall have the same
meaning as the terms “person associated with a member” or “associated person of a member” as defined in
Article I (rr) of the FINRA By-Laws.

Adopted.
October 7, 2011 (NYSE-2011-49).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

9

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+SX-PMANU-NYSE7420%29007770d07b211000b01100237de5959c03?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, Rule 7430., New York Stock
Exchange, Synchronization of Member Organization Business Clocks

Click to open document in a browser

Each member organization shall synchronize its business clocks that are used for purposes of recording the
date and time of any event that must be recorded pursuant to the Rules of the Exchange, with reference to a
time source as designated by the Exchange, and shall maintain the synchronization of such business clocks in
conformity with such procedures as are prescribed by the Exchange.

Adopted.
October 7, 2011 (NYSE-2011-49).
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(a) Member organizations and associated persons shall comply with FINRA Rule 7440 as if such Rule were
part of the Exchange’s rules. The Exchange and FINRA are parties to the Regulatory Services Agreement
pursuant to which FINRA has agreed to perform certain functions on behalf of the Exchange. Therefore, member
organizations are complying with NYSE Rule 7440 by complying with FINRA Rule 7440 as written, including, for
example, filing requirements and notifications. In addition, functions performed by FINRA, FINRA departments,
and FINRA staff under NYSE Rule 7440 are being performed by FINRA on behalf of the Exchange.

(b) For purposes of this Rule, references to Rules 7420 through 7460 shall be construed as references to NYSE
Rules 7420 through 7460.

(c) Member organizations shall assign and enter a unique order identifier, in the form prescribed by the
Exchange, to all orders that are electronically transmitted to the Exchange. An order identifier shall not be
required for orders that are manually transmitted.

Adopted.
October 7, 2011 (NYSE-2011-49).
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(a) Except as provided in paragraph (b), member organizations and associated persons shall comply with
FINRA Rule 7450 as if such Rule were part of the Exchange’s rules. The Exchange and FINRA are parties to
the Regulatory Services Agreement pursuant to which FINRA has agreed to perform certain functions on behalf
of the Exchange. Therefore, member organizations are complying with NYSE Rule 7450 by complying with
FINRA Rule 7450 as written, including, for example, filing requirements and notifications. In addition, functions
performed by FINRA, FINRA departments, and FINRA staff under NYSE Rule 7450 are being performed by
FINRA on behalf of the Exchange.

(b) Proprietary Trading Firms shall be required to comply with FINRA Rule 7450 as if such Rule were part of the
Exchange’s rules, only when they receive a request from the Exchange to submit order information with respect
to specific time periods identified in such request. Nothing in this Rule shall be construed to limit the obligations
of Proprietary Trading Firms under any other Rule of the 7400 Series, including but not limited to, Rule 7440.

(c) For purposes of this Rule, references to Rule 7440 shall be construed as references to NYSE Rule 7440.

Adopted.
October 7, 2011 (NYSE-2011-49).
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Failure of a member organization or associated person to comply with any of the requirements of Rule 7410
through Rule 7460 may be considered conduct that is inconsistent with high standards of commercial honor and
just and equitable principles of trade, in violation of Rule 2010.

Adopted.
October 7, 2011 (NYSE-2011-49).
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(a) The Exchange, for good cause shown after taking into consideration all relevant factors, may exempt subject
to specified terms and conditions, a member organization from the recording and order data transmission
requirements of Rules 7440 and 7450, respectively, for manual orders, if such exemption is consistent with the
protection of investors and the public interest, and the member organization meets the following criteria:

(1) the member organization and current control affiliates and associated persons have not been subject
within the last five years to any final disciplinary action, and within the last ten years to any disciplinary
action involving fraud;

(2) the member organization has annual revenues of less than $2 million;
(3) the member organization does not conduct any market making activities in NMS stocks:
(4) the member organization does not execute principal transactions with its customers (with limited

exception for principal transactions executed pursuant to error corrections); and
(5) the member organization does not conduct clearing or carrying activities for other firms.

(b) An exemption provided pursuant to this Rule shall not exceed a period of two years. At or prior to the
expiration of a grant of exemptive relief under this Rule, a member organization meeting the criteria set forth in
paragraph (a) above may request a subsequent exemption, which will be considered at the time of the request
consistent with the protection of investors and the public interest.

(c) This Rule shall be in effect until November 15, 2019.

Adopted.
October 7, 2011 (NYSE-2011-49).
Amended.
June 12, 2017 (NYSE-2017-28).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

14

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+SX-PMANU-NYSE7470%29007771667b211000b9ab00237de5959c08?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, Rule 8001., New York Stock Exchange, Effective
Date of Rule 8000 Series

Click to open document in a browser

The Rule 8000 Series shall become effective on July 1, 2013, except as otherwise provided in Rule 8130(d).
The Exchange may issue a written notice of suspension for non-payment of a fine under Rule 476(k) until July 1,
2013; thereafter, Rule 8320 shall apply.

Adopted: July 1, 2013 (NYSE-2013-02).
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Member organizations shall make available a current copy of the Exchange rules for examination by customers
upon request. Member organizations may comply with this Rule by maintaining electronic access to the
Exchange rules and providing customers with such access upon request.

Adopted: July 1, 2013 (NYSE-2013-02).
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(a)   Unless otherwise provided, terms used in the Rule 8000 Series shall have the meaning as defined in
applicable Exchange rules.

(b)   The terms "Adjudicator," "covered person" and "Regulatory Staff" shall have the meaning as defined in
Rule 9120.

Adopted: July 1, 2013 (NYSE-2013-02).
Amended: November 13, 2015 (NYSE-2015-35).
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(a)   A member organization that resigns or has its membership canceled or revoked shall continue to be
subject to the filing of a complaint under Exchange rules based upon conduct which commenced prior to the
effective date of the member organization's resignation from the Exchange or the cancellation or revocation
of its membership. Any such complaint, however, shall be filed within two years after the effective date of
resignation, cancellation, or revocation.

(b)   A person whose status as a covered person has been terminated and is no longer a covered person
of any member organization or a covered person whose registration has been revoked or canceled shall
continue to be subject to the filing of a complaint under Exchange rules based upon conduct that commenced
prior to the termination, revocation, or cancellation or upon such person's failure, while subject to the
jurisdiction of the Exchange as provided herein, to provide information requested by the Exchange pursuant
to Exchange rules, but any such complaint shall be filed within:
 

(1)   two years after the effective date of termination of registration pursuant to Exchange Rule 345.17,
provided, however that any amendment to a notice of termination filed pursuant to Exchange Rule
345.17(b) that is filed within two years of the original notice that discloses that such person may
have engaged in conduct actionable under any applicable statute, rule, or regulation shall operate to
recommence the running of the two-year period under this Rule;

(2)   two years after the effective date of revocation or cancellation of registration pursuant to Exchange
rules; or

(3)   in the case of an unregistered person, two years after the date upon which such person ceased to be
a covered person of the member organization.

(c)   A person whose status as a covered person is terminated and is no longer a covered person of any
member organization shall continue to be subject to a proceeding to suspend his or her ability to associate
with a member organization based on such person's failure to comply with an arbitration award or a written
and executed settlement agreement obtained in connection with an arbitration or mediation submitted for
disposition pursuant to Exchange rules, provided that such proceeding is instituted within two years after the
date of entry of such award or settlement.

(d)   Rule 477 shall continue to apply to any member organization that resigned or had its membership
canceled or revoked and any person whose status as a covered person was terminated or whose registration
was revoked or canceled only if such member organization or person has been served with a Charge
Memorandum or written notice of inquiry prior to July 1, 2013.

Adopted: July 1, 2013 (NYSE-2013-02).
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(a) Authority of Adjudicator and Exchange Staff For the purpose of an investigation, complaint,
examination, or proceeding authorized by Exchange rules, an Adjudicator or Exchange staff shall have the
right to:
 

(1)   require a member organization or covered person to provide information orally, in writing, or
electronically (if the requested information is, or is required to be, maintained in electronic form) and
to testify at a location specified by Exchange staff, under oath or affirmation administered by a court
reporter or a notary public if requested, with respect to any matter involved in the investigation, complaint,
examination, or proceeding; and

(2)   inspect and copy the books, records, and accounts of such member organization or covered person
with respect to any matter involved in the investigation, complaint, examination, or proceeding that is in
such member organization’s or covered person’s possession, custody or control.

In performing the functions of investigation, complaint, examination, or proceeding authorized by
Exchange rules, the CRO and Regulatory Staff shall function independently of the commercial interests of
the Exchange and the commercial interests of the member organizations.

(b) Other SROs and Regulators
(1)   Exchange staff may enter into an agreement with a domestic federal agency, or subdivision thereof,
or foreign regulator to share any information in the Exchange's possession for any regulatory purpose set
forth in such agreement, provided that the agreement must require the other regulator, in accordance with
the terms of the agreement, to treat any shared information confidentially and to assert such confidentiality
and other applicable privileges in response to any requests for such information from third parties.

Any such agreement with a foreign regulator must also meet the following conditions:

(A) the other regulator party to the agreement must have jurisdiction over common regulatory
matters; and

(B) the agreement must require the other regulator to reciprocate and share with the Exchange
information of regulatory interest or concern to the Exchange.

(2)   Exchange staff may exercise the authority set forth in paragraph (a) for the purpose of an
investigation, complaint, examination, or proceeding conducted by another domestic or foreign self-
regulatory organization, association, securities or contract market, or regulator of such markets with
which the Exchange has entered into an agreement providing for the exchange of information and other
forms of material assistance solely for market surveillance, investigative, enforcement, or other regulatory
purposes.

(c) Requirement to Comply No member organization or covered person shall fail to provide information or
testimony or to permit an inspection and copying of books, records, or accounts pursuant to this Rule.

(d) Notice A notice under this Rule shall be deemed received by the member organization or covered
person (including a currently or formerly registered person) to whom it is directed by mailing or otherwise
transmitting the notice to the last known business address of the member organization or the last known
residential address of the covered person as reflected in the Central Registration Depository. With respect
to a person who is currently associated with a member organization in an unregistered capacity, a notice
under this Rule shall be deemed received by the person by mailing or otherwise transmitting the notice to the
last known business address of the member organization as reflected in the Central Registration Depository.
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With respect to a person subject to the Exchange’s jurisdiction who was formerly associated with a member
organization in an unregistered capacity, a notice under this Rule shall be deemed received by the person
upon personal service, as set forth in Rule 9134(a)(1).

If the Adjudicator or Exchange staff responsible for mailing or otherwise transmitting the notice to the member
organization or covered person has actual knowledge that the address in the Central Registration Depository
is out of date or inaccurate, then a copy of the notice shall be mailed or otherwise transmitted to:

(1)   the last known business address of the member organization or the last known residential address of
the covered person as reflected in the Central Registration Depository; and

(2)   any other more current address of the member organization or covered person known to the
Adjudicator or Exchange staff who is responsible for mailing or otherwise transmitting the notice.

If the Adjudicator or Exchange staff responsible for mailing or otherwise transmitting the notice to the member
organization or covered person knows that the member organization or covered person is represented by
counsel regarding the investigation, complaint, examination, or proceeding that is the subject of the notice,
then the notice shall be served upon counsel by mailing or otherwise transmitting the notice to the counsel
in lieu of the member organization or covered person, and any notice served upon counsel shall be deemed
received by the member organization or covered person.

(e) Electronic Interface In carrying out its responsibilities under this Rule, the Exchange may, as
appropriate, establish programs for the submission of information to the Exchange on a regular basis through
a direct or indirect electronic interface between the Exchange and member organizations.

(f) Inspection and Copying A witness, upon proper identification, may inspect the official transcript of
the witness' own testimony. Upon written request, a person who has submitted documentary evidence or
testimony in an Exchange investigation may procure a copy of the person's documentary evidence or the
transcript of the person's testimony upon payment of the appropriate fees, except that prior to the issuance of
a complaint arising from the investigation, Exchange staff may for good cause deny such request.

(g) Encryption of Information Provided in Electronic Form
(1)   Any member organization or covered person who, in response to a request pursuant to this Rule,
provides the requested information on a portable media device must ensure that such information is
encrypted.

(2)   For purposes of this Rule, a "portable media device" is a storage device for electronic information,
including but not limited to a flash drive, CD-ROM, DVD, portable hard drive, laptop computer, disc,
diskette, or any other portable device for storing and transporting electronic information.

(3)   For purposes of this Rule, "encrypted" means the transformation of data into a form in which meaning
cannot be assigned without the use of a confidential process or key. To ensure that encrypted information
is secure, a member organization or covered person providing encrypted information to Exchange
staff pursuant to this Rule shall (a) use an encryption method that meets industry standards for strong
encryption, and (b) provide the confidential process or key regarding the encryption to Exchange staff in a
communication separate from the encrypted information itself.

• • • Supplementary Material: 

.01 Books and Records Relating to Investigations. This rule requires member organizations and covered
persons to provide Exchange staff and adjudicators with requested books, records and accounts. In specifying
the books, records and accounts “of such member organization or covered person,” paragraph (a) of the rule
refers to books, records and accounts that the broker-dealer or its associated persons make or keep relating
to its operation as a broker-dealer or relating to the person’s association with the member. This includes but
is not limited to records relating to an Exchange investigation of outside business activities, private securities
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transactions or possible violations of just and equitable principles of trade, as well as other Exchange rules
and the federal securities laws. It does not ordinarily include books and records that are in the possession,
custody or control of a member organization or covered person, but whose bona fide ownership is held by an
independent third party and the records are unrelated to the business of the member organization. The rule
requires, however, that a member organization or covered person must make available its books, records or
accounts when these books, records or accounts are in the possession of another person or entity, such as a
professional service provider, but the member organization or covered person controls or has a right to demand
them.

Adopted: July 1, 2013 (NYSE-2013-02).
Amended: July 10, 2013 (NYSE-2013-49); November 13, 2015 (NYSE-2015-35).
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(a)   A member organization shall submit the trade data specified below in automated format as may
be prescribed by the Exchange from time to time. This information shall be supplied with respect to any
transaction or transactions that are the subject of a request for information made by the Exchange.

(b)   If the transaction was a proprietary transaction effected or caused to be effected by the member
organization for any account in which such member organization or covered person is directly or indirectly
interested, such member organization shall submit or cause to be submitted the following information:
 

(1)   Clearing house number, or alpha symbol as used by the member organization submitting the data;

(2)   Clearing house number(s), or alpha symbol(s) as may be used from time to time, of the member
organization(s) on the opposite side of the transaction;

(3)   Identifying symbol assigned to the security;

(4)   Date transaction was executed;

(5)   Number of shares, or quantity of bonds or options contracts for each specific transaction and whether
each transaction was a purchase, sale, short sale, or, if an options contract, whether open long or short or
close long or short;

(6)   Transaction price;

(7)   Account number; and

(8)   Market center where transaction was executed.

(c)   If the transaction was effected or caused to be effected by the member organization for any customer
account, such member organization shall submit or cause to be submitted the following information:
 

(1)   The data described in paragraphs (b)(1) through (8) above;

(2)   The customer name, address(es), branch office number, registered representative number, whether
order was solicited or unsolicited, date account opened, employer name, and the tax identification
number(s); and

(3)   If the transaction was effected for another member organization, whether the other member
organization was acting as principal or agent.

(d)   In addition to the above trade data, a member organization shall submit such other information in such
automated format as may from time to time be required by the Exchange.

(e)   Pursuant to the Rule 9600 Series, the Exchange may exempt a member from the requirement that the
data prescribed in paragraphs (b) through (d) above be submitted to the Exchange in an automated format for
good cause shown.

Adopted: July 1, 2013 (NYSE-2013-02).
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Adopted: July 1, 2013 (NYSE-2013-02).
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Adopted: July 1, 2013 (NYSE-2013-02).
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(a) Imposition of Sanction After compliance with the Rule 9000 Series, the Exchange may impose one
or more of the following sanctions on a member organization or covered person for each violation of the
federal securities laws, rules or regulations thereunder or Exchange rules, or may impose one or more of the
following sanctions on a member organization or covered person for any neglect or refusal to comply with an
order, direction, or decision issued under Exchange rules:
 

(1)   censure a member organization or covered person;

(2)   impose a fine upon a member organization or covered person;

(3)   suspend the membership of a member organization or suspend the registration of a covered person
for a definite period or a period contingent on the performance of a particular act;

(4)   expel a member organization, cancel the membership of a member organization, or revoke or cancel
the registration of a covered person;

(5)   suspend or bar a member organization or covered person from association with all member
organizations;

(6)   impose a temporary or permanent cease and desist order against a member organization or covered
person; or

(7)   impose any other fitting sanction.

(b) Assent to Sanction Each party to a proceeding resulting in a sanction shall be deemed to have assented
to the imposition of the sanction unless such party files a written application for review or relief pursuant to the
Rule 9000 Series.

Adopted: July 1, 2013 (NYSE-2013-02).
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(a) If a person is subject to a suspension, revocation, or cancellation of registration, bar from association with a
member organization (each a “sanction”) or other disqualification, a member organization shall not allow such
person to be associated with it in any capacity that is inconsistent with the sanction imposed or disqualified
status, including a clerical or ministerial capacity. A member organization also shall not pay or credit to any
person subject to a sanction or disqualification, during the period of the sanction or disqualification or any period
thereafter, any salary, commission, profit, or any other remuneration that the person might accrue during the
period of the sanction or disqualification. However, a member organization may make payments or credits to a
person subject to a sanction that are consistent with the scope of activities permitted under the sanction where
the sanction solely limits an associated person from conducting specified activities (such as a suspension from
acting in a principal capacity) or a disqualified person has been approved (or is otherwise permitted pursuant to
Exchange rules and the federal securities laws) to associate with a member organization.

(b) Notwithstanding paragraph (a) of this Rule, a member organization may pay to a person that is subject to a
sanction or disqualification described in paragraph (a) of this Rule, any remuneration pursuant to an insurance
or medical plan, indemnity agreement relating to legal fees, or as required by an arbitration award or court
judgment.

• • • Supplementary Material: 

.01 Remuneration Accrued Prior to Effective Date of Sanction or Disqualification. Notwithstanding this
Rule, a member organization may pay or credit to a person that is subject of a sanction or disqualification salary,
commission, profit or any other remuneration that the member organization can evidence accrued to the person
prior to the effective date of such sanction or disqualification; provided, however, the member organization
may not pay any salary, commission, profit or any other remuneration that accrued to the person that relates to
or results from the activity giving rise to the sanction or disqualification, and any such payment or credit must
comply with applicable federal securities laws.

Adopted: July 1, 2013 (NYSE-2013-02).
Amended: July 20, 2016 (NYSE-2016-50).
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Adopted: July 1, 2013 (NYSE-2013-02).
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(a) General Standards

(1) The Exchange shall release to the public a copy of, and at the Exchange's discretion information with
respect to, any disciplinary complaint or disciplinary decision issued by the Exchange, as defined in
paragraph (e) of this Rule under the Rule 9000 Series, other than minor rule violations, on its website.
The Exchange shall, in response to a request, release to the requesting party a copy of any identified
disciplinary complaint or disciplinary decision issued by the Exchange, as defined in paragraph (e) of
this Rule.

(2) The Exchange shall release to the public a copy of, and at the Exchange's discretion information
with respect to, any statutory disqualification decision, notification, or notice issued by the Exchange
pursuant to the Rule 9520 Series that will be filed with the SEC and any temporary cease and desist
order or decision issued by the Exchange pursuant to the Rule 9800 Series.

(3) The Exchange shall release to the public information with respect to any suspension, cancellation,
expulsion, or bar that constitutes final Exchange action imposed pursuant to Rules 9552, 9554, 9555,
9556, 9558 and 9560, and information with respect to any suspension imposed pursuant to Rule 9557.
The Exchange shall release to the public a copy of, and information with respect to, any decision
issued pursuant to Rule 9559 that constitutes final Exchange action. The Exchange shall release to
the public information with respect to the summary suspension or expulsion of a member organization
or the summary revocation of the registration of a covered person for a failure to pay fines, other
monetary sanctions, or costs pursuant to Rule 8320.

(4) The Exchange may release to the public a copy of, and information with respect to, any decision or
notice issued pursuant to the Rule 9600 Series, and any other decision appealable to the SEC under
Exchange Act Section 19(d).

(b) Release Specifications

(1) Copies of, and information with respect to, any disciplinary complaint released to the public pursuant
to paragraph (a) of this Rule shall indicate that a disciplinary complaint represents the initiation of a
formal proceeding by the Exchange in which findings as to the allegations in the complaint have not
been made and does not represent a decision as to any of the allegations contained in the complaint.

(2) Copies of, and information with respect to, any disciplinary decision or other decision, order,
notification, or notice released to the public pursuant to paragraph (a) of this Rule prior to the expiration
of the time period provided for an appeal or call for review as permitted under Exchange rules or the
Exchange Act, or while such an appeal or call for review is pending, shall indicate that the findings and
sanctions imposed therein are subject to review and modification by the Exchange or the SEC.

(c) Discretion to Redact Certain Information or Waive Publication

(1) Notwithstanding paragraph (a) of this Rule, the Exchange reserves the right to redact, on a case-by-
case basis, information that contains confidential customer information, including customer identities,
or information that raises significant identity theft, personal safety, or privacy concerns that are not
outweighed by investor protection concerns.

(2) Notwithstanding paragraph (a) of this Rule, the Exchange may determine, in its discretion, to waive the
requirement to release a copy of, or information with respect to, any disciplinary complaint, disciplinary
decision or other decision, order, notification, or notice under those extraordinary circumstances where
the release of such information would violate fundamental notions of fairness or work an injustice.

(d) Notice of Appeals of Exchange Decisions to the SEC
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The Exchange shall provide notice to the public if a disciplinary decision of the Exchange is appealed to the SEC
and the notice shall state whether the effectiveness of the decision has been stayed pending the outcome of
proceedings before the SEC.

(e) Definitions

(1) For the purpose of this Rule, the term "disciplinary complaint" shall mean any complaint issued
pursuant to the Rule 9200 Series or any notice served pursuant to Rule 9560.

(2) For the purpose of this Rule, the term "disciplinary decision" shall mean any decision issued pursuant
to the Rule 9000 Series, including, decisions issued by a Hearing Officer, Hearing Panel, Extended
Hearing Panel, or the Board of Directors, orders accepting offers of settlement, Letters of Acceptance,
Waiver and Consent and suspension orders pursuant to Rule 9560; provided, however, such term does
not include decisions issued pursuant to the Rule 9550 Series, Rule 9600 Series, or Rule 9800 Series,
or decisions, notifications, or notices issued pursuant to the Rule 9520 Series, which are addressed
by paragraphs (a)(2), (a)(3) and (a)(4) of this Rule. Minor rule violation plan letters issued pursuant to
Rules 9216 and 9217 are not subject to this Rule.

Adopted: July 1, 2013 (NYSE-2013-02).
Amended: August 24, 2016 (NYSE-2016-40); May 30, 2017 (NYSE-2017-21).
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(a) Payment to Treasurer All fines and other monetary sanctions shall be paid to the Treasurer of the
Exchange.

(b) Summary Suspension or Expulsion After seven days notice in writing, the Exchange may summarily
suspend or expel from membership a member organization that fails to:
 

(1)   pay promptly a fine or other monetary sanction imposed pursuant to Rule 8310 or cost imposed
pursuant to Rule 8330 when such fine, monetary sanction, or cost becomes finally due and payable; or

(2)   terminate immediately the association of a covered person who fails to pay promptly a fine or other
monetary sanction imposed pursuant to Rule 8310 or a cost imposed pursuant to Rule 8330 when such
fine, monetary sanction, or cost becomes finally due and payable.

(c) Summary Revocation of Registration After seven days notice in writing, the Exchange may summarily
revoke the registration of a covered person if such person fails to pay promptly a fine or other monetary
sanction imposed pursuant to Rule 8310 or a cost imposed pursuant to Rule 8330 when such fine, monetary
sanction, or cost becomes finally due and payable.

(d) Transition The Exchange may exercise the authority set forth in paragraphs (b) and (c) above with
respect to non-payment of a fine, monetary sanction, or cost assessed in a disciplinary action initiated under
Rule 476 for which a decision was issued on or after July 1, 2013.

Adopted: July 1, 2013 (NYSE-2013-02).
Amended: July 10, 2013 (NYSE-2013-49).
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A member organization or covered person disciplined pursuant to Rule 8310 shall bear such costs of the
proceeding as the Adjudicator deems fair and appropriate under the circumstances.

Adopted: July 1, 2013 (NYSE-2013-02).
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Rule 476 shall apply only to a proceeding for which a Charge Memorandum has been filed with the hearing
board under Rule 476(d) prior to July 1, 2013 or for which a written Stipulation and Consent has been submitted
to a Hearing Officer prior to July 1, 2013 and shall continue to apply until such proceeding is final; otherwise, the
Rule 8000 Series and Rule 9000 Series shall apply. Notwithstanding the preceding sentence, after July 1, 2013,
the offenses under Rule 476(a) shall be subject to the Rule 9000 Series procedures.

Adopted: July 1, 2013 (NYSE-2013-02).
Amended: November 13, 2015 (NYSE-2015-35).
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(a) Proceedings The Rule 9000 Series is the Code of Procedure and includes proceedings for disciplining a
member organization or covered person; proceedings for regulating the activities of a member organization
experiencing financial or operational difficulties; proceedings for summary or non-summary suspensions,
cancellations, bars, prohibitions, or limitations; and proceedings for obtaining relief from the eligibility
requirements of the Exchange's rules. The Rule 9100 Series is of general applicability to all proceedings
set forth in the Rule 9000 Series, unless a Rule specifically provides otherwise. In performing the functions
under the Code, the CRO and Regulatory Staff shall function independently of the commercial interests of the
Exchange and the commercial interests of the member organizations.

(b) Rights, Duties, and Obligations of Member Organizations and Covered Persons Unless otherwise
specified, a covered person shall have the same rights as a member organization and shall be subject to the
same duties and obligations under the Code of Procedure.

(c) Incorporation of Defined Terms and Cross References Unless otherwise provided and where
applicable, terms used in the Rule 9000 Series shall have the meaning as defined in Rule 9120 and
applicable rules of the Exchange.

Adopted: July 1, 2013 (NYSE-2013-02).
Amended: November 13, 2015 (NYSE-2015-35).
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(a) “Adjudicator” The term "Adjudicator" means:
 

(1)   a body, board, committee, group, or natural person that presides over a proceeding and renders a
decision;

(2)   a body, board, committee, group, or natural person that presides over a proceeding and renders a
recommended or proposed decision which is acted upon by an Adjudicator described in paragraph (a)(1);
or

(3)   a natural person who serves on a body, board, committee, or group described in paragraphs (a)(1) or
(2).

(b) “Board of Directors” The term "Board of Directors" shall have the meaning as defined in Rule 1.

(c) “Chief Hearing Officer” The term "Chief Hearing Officer" means the Hearing Officer that manages the
Office of Hearing Officers, or his or her delegatee.

(d) “Chief Regulatory Officer” or “CRO” The term "Chief Regulatory Officer" or "CRO" means the Chief
Regulatory Officer of the Exchange, or his or her delegatee.

(e) “Code” The term "Code" refers to the Code of Procedure.

(f) “Counsel to the Exchange Board of Directors” The term "Counsel to the Exchange Board of Directors"
means an attorney from the Exchange Office of General Counsel who is responsible for advising the
Exchange Board of Directors regarding a disciplinary proceeding on review before the Exchange Board of
Directors.

(g) “covered person” The term "covered person" means a member, principal executive, approved person,
registered or non-registered employee of a member organization, or other person (excluding a member
organization) subject to the jurisdiction of the Exchange.

(h) “Department of Enforcement” The term "Department of Enforcement" means the Department of
Enforcement of FINRA.

(i) “Department of Market Regulation” The term "Department of Market Regulation" means the Department
of Market Regulation of FINRA.

(j) “Department of Member Regulation” The term "Department of Member Regulation" means the
Department of Member Regulation of FINRA.

(k) “Director” The term "Director" means a member of the Board of Directors of the Exchange.

(l) “Document” The term "Document" means a writing, drawing, graph, chart, photograph, recording, or any
other data compilation, including data stored by computer, from which information can be obtained.

(m) “Enforcement” The term “Enforcement” refers to (A) any department reporting to the CRO of the
Exchange with responsibility for investigating or, when appropriate after compliance with the Rule 9000
Series, imposing sanctions on a member organization or covered person; (B) the Department of Enforcement
of FINRA; and (C) the Department of Market Regulation of FINRA.
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(n) “Exchange” The term "Exchange" shall have the meaning as defined in Rule 1.

(o) “Extended Hearing” The term "Extended Hearing" means a disciplinary proceeding described in Rule
9231(c).

(p) “Extended Hearing Panel” The term "Extended Hearing Panel" means an Adjudicator that is constituted
under Rule 9231(c) to conduct a disciplinary proceeding that is classified as an "Extended Hearing" and is
governed by the Rule 9200 Series.

(q) “Floor-Based Panelist” The term "Floor-Based Panelist" means a Panelist selected in accordance with
Rule 9232(c) who is, or if retired, was, active on the Floor of the Exchange.

(r) “Hearing Officer” The term "Hearing Officer" means an employee of FINRA who is an attorney and
who is appointed by the Chief Hearing Officer to act in an adjudicative role and fulfill various adjudicative
responsibilities and duties described in the Rule 9200 Series regarding disciplinary proceedings, the Rule
9550 Series regarding expedited proceedings, and the Rule 9800 Series regarding temporary cease and
desist proceedings brought against member organizations and covered persons.

(s) “Hearing Panel” The term "Hearing Panel" means an Adjudicator that is constituted under Rule 9231 to
conduct a disciplinary proceeding governed by the Rule 9200 Series, that is constituted under the Rule 9520
Series or the Rule 9550 Series to conduct a proceeding, or that is constituted under the Rule 9800 Series to
conduct a temporary cease and desist proceeding.

(t) “Interested Staff” The term "Interested Staff" means, in the context of any proceeding under the Code of
Procedure, Regulatory Staff or staff who:

(A) report, directly or indirectly, to any Enforcement employee, or to the head of any department or office that
issues a notice, petition or decision or is designated as a Party under the Rule 9000 Series; or

(B)(i) directly participated in the authorization or initiation of a complaint or proceeding, (ii) directly participated
in the proceeding, or (iii) directly participated in an examination, investigation, prosecution, or litigation related
to a specific proceeding, and any person(s) who supervise such staff.

(u) “Office of Hearing Officers” The term "Office of Hearing Officers" means the Office of Hearing Officers
for FINRA.

(v) “Panelist” The term "Panelist," as used in the Rule 9200 Series, the Rule 9550 Series, and the Rule 9800
Series, means a member of a Hearing Panel or Extended Hearing Panel who is not a Hearing Officer.

(w) “Party” With respect to a particular proceeding, the term "Party" means:
 

(1)   in the Rule 9200 Series and the Rule 9300 Series, and the Rule 9800 Series, the Department of
Enforcement or the Department of Market Regulation or a Respondent;

(2)   in the Rule 9520 Series, the Department of Member Regulation or a member organization that is the
subject of a notice or files an application under Rule 9522;

(3)   in the Rule 9550 Series, the Exchange department or office that issued the notice or, if another
Exchange department or office is named as the party handling the matter on behalf of the issuing
department or office, the Exchange department or office that is so designated or a member organization or
covered person that is the subject of a notice under the Rule 9550 Series; or

(4)   in the Rule 9600 Series, the department or office designated under Rule 9620 to issue the decision
granting or denying an exemption or a member organization that seeks the exemption under Rule 9610.
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(x) “Regulatory Staff” The term “Regulatory Staff,” and for purposes of the Rule 8000 Series and Rule 9000
Series (except for Rule 9557), the term “Exchange staff,” refers to (A) any officer or employee reporting,
directly or indirectly, to the CRO of the Exchange; and (B) FINRA staff acting on behalf of the Exchange in
connection with the Rule 8000 Series and Rule 9000 Series.

(y) “Respondent” The term "Respondent" means, in a disciplinary proceeding governed by the Rule
9200 Series and in a review governed by the Rule 9300 Series, a member organization or a covered
person against whom a complaint is issued. In a proceeding governed by the Rule 9800 Series, the term
"Respondent" means a member organization or covered person that has been served a notice initiating a
cease and desist proceeding.

Adopted: July 1, 2013 (NYSE-2013-02).
Amended: November 13, 2015 (NYSE-2015-35); August 24, 2016 (NYSE-2016-40).
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(a) Service on Each Party Except as provided below, a complaint shall be served on each Party by
Enforcement. When counsel for a Party or other person authorized to represent others under Rule 9141
agrees to accept service of the complaint, then Enforcement may serve the complaint on counsel for a Party
or other person authorized to represent others under Rule 9141 as specified in Rule 9134(a).

(b) How Served A complaint or document initiating a proceeding shall be served pursuant to Rule 9134.

(c) Filing Requirement A complaint that is served upon a Respondent and each document initiating a
proceeding that is served upon a Party, along with the certificate of service executed in connection with the
service upon such Respondent or Party, shall be filed with FINRA pursuant to Rule 9135.

Adopted: July 1, 2013 (NYSE-2013-02).
Amended: November 13, 2015 (NYSE-2015-35).
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(a) Service on Each Party An order, notice, or decision issued by a Hearing Officer, Hearing Panel or
Extended Hearing Panel under the Rule 9200 Series shall be served on each Party, or each Party's counsel,
or other person the Party designates to represent him or her in a proceeding by the Office of Hearing Officers.
An order, notice, or decision issued by any other Adjudicator shall be served by that Adjudicator.

(b) How Served An order, notice, or decision shall be served pursuant to Rule 9134.

(c) Service Upon Counsel or Other Person Acting In Representative Capacity Whenever service is
required to be made upon a person represented by counsel or a representative who has filed a notice
of appearance pursuant to Rule 9141, service shall be made upon counsel or the representative. The
Adjudicator, at its discretion, may also order that service be made upon the person.

Adopted: July 1, 2013 (NYSE-2013-02).
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(a) Service on Each Party Other than a complaint, order, notice, or decision, any paper, including an answer
and a motion, shall be served on each Party by the Party on whose behalf such paper was prepared or by his
or her counsel or representative.

(b) How Served The paper shall be served pursuant to Rule 9134.

(c) Filing Requirement The paper that is served upon a Party, along with the certificate of service executed
in connection with the service upon such Party, shall be filed with FINRA pursuant to Rule 9135.

(d) Service upon Counsel or Other Person Acting in Representative Capacity Whenever service is
required to be made upon a person represented by counsel or a representative who has filed a notice
of appearance pursuant to Rule 9141, service shall be made upon counsel or the representative. The
Adjudicator, at its discretion, may also order that service be made upon the person.
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(a) Methods The following methods of service are permitted:
 

(1) Personal Service Personal service may be accomplished by handing a copy of the papers to the
person required to be served; leaving a copy at the person's office with an employee or other person in
charge thereof; or leaving a copy at the person's dwelling or usual place of abode with a person of suitable
age and discretion then residing therein;

(2) Service by Mail by U.S. Postal Service Service by mail may be accomplished by mailing the papers
through the U.S. Postal Service by using first class mail, first class certified mail, first class registered mail,
or Express Mail, except that a complaint shall be served upon a Respondent by U.S. Postal Service first
class certified mail or Express Mail; or

(3) Service by Courier Service by courier may be accomplished by sending the papers through a courier
service that generates a written confirmation of receipt or of attempts at delivery.

(b) Procedures
(1) Service on Natural Persons Papers served on a natural person may be served at the natural person's
residential address, as reflected in the Central Registration Depository, if applicable. When a Party or
other person responsible for serving such person has actual knowledge that the natural person's Central
Registration Depository address is out of date, duplicate copies shall be served on the natural person at
the natural person's last known residential address and the business address in the Central Registration
Depository of the entity with which the natural person is employed or affiliated. Papers may also be served
at the business address of the entity with which the natural person is employed or affiliated, as reflected
in the Central Registration Depository, or at a business address, such as a branch office, at which the
natural person is employed, or at which the natural person is physically present during a normal business
day. The Hearing Officer may waive the requirement of serving documents (other than complaints) at the
addresses listed in the Central Registration Depository if there is evidence that these addresses are no
longer valid, and there is a more current address available. If a natural person is represented by counsel
or a representative, papers served on the natural person, excluding a complaint or a document initiating a
proceeding, shall be served on the counsel or representative.

(2) Service on Entities Papers served on an entity shall be made by service on an officer, partner of
a partnership, managing or general agent, a contact employee as set forth on Form BD, or any other
agent authorized by appointment or by law to accept service. Such papers shall be served at the entity's
business address as reflected in the Central Registration Depository, if applicable; provided, however,
that when the Party or other person responsible for serving such entity has actual knowledge that an
entity's Central Registration Depository address is out of date, duplicate copies shall be served at the
entity's last known address. If an entity is represented by counsel or a representative, papers served on
such entity, excluding a complaint or document initiating a proceeding, shall be served on such counsel or
representative.

(3) When Service Is Complete Personal service and service by courier or express delivery are complete
upon delivery. Service by mail is complete upon mailing.
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(a) When to File Papers that are required to be filed with an Adjudicator within a time limit specified by the
Adjudicator or within a time limit set forth in the Rules shall be deemed timely if received within the time
limit, unless otherwise ordered by an Adjudicator, except complaints, which shall be deemed timely filed
upon mailing, delivery by electronic mail, or delivery to the Office of Hearing Officers. Other papers that are
required to be filed shall be deemed timely if, on the same day such papers are served, they are also hand-
delivered, mailed via U.S. Postal service first class mail, delivered by electronic mail, or sent by courier to
FINRA.

(b) Where to File All papers required to be filed pursuant to the Rule 9200 Series shall be filed with the
Office of Hearing Officers. All other papers required to be filed pursuant to the Rule 9000 Series shall be filed
where specified in the Rule, or if not specified in the Rule, with the Adjudicator, unless the Adjudicator orders
otherwise.

(c) Certificate of Service Papers filed with an Adjudicator or the Office of Hearing Officers shall be
accompanied by a certificate of service stating the name of the person or persons served, the date on which
service is made, the method of service and, if service is not made in person, the address to which service is
made. Such certificate shall be executed by the person who made the service. If the method of service on a
Party is different from the method of service on any other Party, the certificate shall state why such different
method was used.
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(a) Specifications Papers filed in connection with any proceeding under the Rule 9200 Series and the Rule
9300 Series shall:
 

(1)   be on unglazed white paper measuring 8 1/2 × 11 inches, but to the extent that the reduction of a
larger document would render it illegible, such document may be filed on larger paper;

(2)   be typewritten or printed in either 10 or 12 point typeface or otherwise reproduced by a process that
produces a permanent and plainly legible copy;

(3)   include at the head of the paper, or on a title page, the title of the proceeding, the names of the
Parties, the subject of the particular paper or pleading, and the number assigned to the proceeding;

(4)   be paginated at the bottom of the page and with all margins at least one inch wide;

(5)   be double-spaced, with single-spaced footnotes and single-spaced indented quotations; and

(6)   be stapled, clipped, or otherwise fastened in the upper left corner, but not bound.

(b) Signature Required All papers shall be signed and dated pursuant to Rule 9137.

(c) Number of Copies A signed original and one copy of all papers shall be filed with the Adjudicator unless
otherwise ordered.

(d) Form of Briefs A brief containing more than ten pages shall include a table of contents, and an
alphabetized table of cases, statutes, and other authorities cited, with references to the pages of the brief
wherein they are cited.

(e) Scandalous or Impertinent Matter Any scandalous or impertinent matter contained in any brief,
pleading, or other filing, or in connection with any oral presentation in a proceeding may be stricken on
order of an Adjudicator. Any matter stricken by an Adjudicator by this Rule shall be marked "Stricken" and
preserved. Matters stricken in a proceeding governed by the Rule 9200 Series shall be preserved under Rule
9267(b).
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(a) General Requirements Following the issuance of a complaint in a disciplinary proceeding, or the initiation
of another proceeding, every filing of a Party represented by counsel or a representative shall be signed by
at least one counsel or representative of record in his or her name and shall state the business address and
telephone number of such counsel or representative. A Party who appears on his or her own behalf shall sign
his or her individual name and state his or her address and telephone number on every filing.

(b) Effect of Signature
(1)   The signature of a counsel, representative, or Party shall constitute a certification that:

(A) the person signing the filing has read the filing;
(B) to the best of his or her knowledge, information, and belief, formed after reasonable inquiry, the

filing is well grounded in fact and is warranted by existing law or a good faith argument for the
extension, modification, or reversal of existing law; and

(C) the filing is not made for any improper purpose, such as to harass, cause unnecessary delay, or
needlessly to increase the cost of adjudication.

(2)   If a filing is not signed, an Adjudicator may strike the filing, unless it is signed promptly after the
omission is called to the attention of the person making the filing.
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(a) Calendar Day In the Rule 9000 Series, "day" means calendar day.

(b) Formula In computing any period of time, the day of the act, event, or default from which the period of
time designated in the Code begins to run shall not be included. The last day of the period so computed shall
be included, unless it is a Saturday, Sunday, or Federal holiday, in which event the period runs until the end
of the next day that is not a Saturday, Sunday, or Federal holiday. Intermediate Saturdays, Sundays, and
Federal holidays shall be excluded from the computation when the period prescribed is ten days or less, not
including any additional time for service by mail allowed by paragraph (c).

(c) Additional Time For Service by Mail If service is made by U.S. Postal Service first class, certified, or
registered mail, three days shall be added to the prescribed period for response.
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(a) Representing Oneself In any proceeding, a person may appear on his or her own behalf. When a person
first makes any filing or otherwise appears on his or her own behalf before an Adjudicator in a proceeding, he
or she shall file with the Adjudicator, or otherwise state on the record, and keep current, an address at which
any notice or other written communication required to be served upon or furnished to him or her may be sent
and a telephone number where he or she may be reached during business hours.

(b) Representing Others A person shall not be represented before an Adjudicator, except as provided in
this paragraph. Subject to the prohibitions of Rules 9150 and 9280, a person may be represented in any
proceeding by an attorney at law admitted to practice before the highest court of any state of the United
States, the District of Columbia, or any commonwealth, territory, or possession of the United States. A
member of a partnership may represent the partnership; and a bona fide officer of a corporation, trust, or
association may represent the corporation, trust, or association. When a person first makes any filing or
otherwise appears in a representative capacity before an Adjudicator in a proceeding, that person shall file
with the Adjudicator, and keep current a notice of appearance. The notice of appearance is a written notice
stating the name of the proceeding; the representative's name, business address, and telephone number;
and the name and address of the person or persons represented. Any individual appearing or practicing in a
representative capacity before an Adjudicator may be required to file a power of attorney with the Adjudicator
showing his or her authority to act in such capacity.

(c) One Year Revolving Door Restriction No former Regulatory Staff shall, within a period of one year
immediately following termination of employment with the Exchange or FINRA, make an appearance before
an Adjudicator on behalf of any other person in a proceeding under the Rule 9000 Series.

Adopted: July 1, 2013 (NYSE-2013-02).
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An attorney for a Party or other person authorized to represent others by Rule 9141 seeking to withdraw his or
her appearance shall file a motion to withdraw. The motion shall set forth the good cause for withdrawal and
state the name, current address, and telephone number of the Party no longer being represented.
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(a) Prohibited Communications Unless on notice and opportunity for all Parties to participate, or to the
extent required for the disposition of ex parte matters as authorized by the Rule 9000 Series:
 

(1)   No Party, or counsel to or representative of a Party, or Interested Staff shall make or knowingly cause
to be made an ex parte communication relevant to the merits of a proceeding to an Adjudicator who is
participating in a decision with respect to that proceeding, or to a Exchange employee who is participating
or advising in the decision of an Adjudicator with respect to that proceeding; and

(2)   No Adjudicator who is participating in a decision with respect to a proceeding, or no Exchange
employee who is participating or advising in the decision of an Adjudicator with respect to a proceeding
shall make or knowingly cause to be made to a Party, a counsel or representative to a Party, or Interested
Staff an ex parte communication relevant to the merits of that proceeding.

(b) Disclosure of Prohibited Communication An Adjudicator who is participating in a decision with respect
to a proceeding, or an Exchange employee who is participating or advising in the decision of an Adjudicator,
who receives, makes, or knowingly causes to be made a communication prohibited by this Rule shall place in
the record of the proceeding:
 

(1)   all such written communications;

(2)   memoranda stating the substance of all such oral communications; and

(3)   all written responses and memoranda stating the substance of all oral responses to all such
communications.

(c) Remedies Upon receipt of a communication made or knowingly caused to be made by any Party, any
counsel or representative to a Party, or any Interested Staff in violation of paragraph (a)(1), the Exchange or
an Adjudicator may, to the extent consistent with the interests of justice, the policies underlying the Act, and
Exchange rules, order the Party responsible for the communication, or the Party who may benefit from the ex
parte communication made, to show cause why the Party's claim or interest in the proceeding should not be
dismissed, denied, disregarded, or otherwise adversely affected by reason of such ex parte communication.
All participants to a proceeding may respond to any allegations or contentions contained in a prohibited ex
parte communication placed in the record. Such responses shall be placed in the record.

(d) Timing In a disciplinary proceeding governed by the Rule 9200 Series and the Rule 9300 Series, the
prohibitions of this Rule shall apply beginning with the authorization of a complaint as provided in Rule 9211,
unless the person responsible for the communication has knowledge that the complaint shall be authorized, in
which case the prohibitions shall apply beginning at the time of his or her acquisition of such knowledge.

(e) Waiver of Ex Parte Prohibition
(1) Offer of Settlement If a Respondent submits an offer of settlement under Rule 9270, the
submission constitutes a waiver by such Respondent of any claim that the prohibitions against ex
parte communications were violated by a person or body in connection with such person's or body's
participation in discussions regarding the terms and conditions of the offer of settlement and the order
of acceptance, or other consideration of the offer of settlement and order of acceptance, including
acceptance or rejection of such offer of settlement and order of acceptance.
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(2) Letter of Acceptance, Waiver, and Consent If a member organization or covered person submits
an executed letter of acceptance, waiver, and consent under Rule 9216(a), the submission constitutes
a waiver by such member organization or covered person of any claim that the prohibitions against ex
parte communications were violated by a person or body in connection with such person's or body's
participation in discussions regarding the terms and conditions of the letter of acceptance, waiver, and
consent, or other consideration of the letter of acceptance, waiver, and consent, including acceptance or
rejection of such letter of acceptance, waiver, and consent.

(3) Minor Rule Violation Plan Letter If a member organization or covered person submits an executed
minor rule violation plan letter under Rule 9216(b), the submission constitutes a waiver by such member
organization or covered person of any claim that the prohibitions against ex parte communications by a
person or body in connection with such person's or body's participation in discussions regarding the terms
and conditions of the minor rule violation plan letter, or other consideration of the minor rule violation plan
letter, including acceptance or rejection of such minor rule plan violation letter.

Adopted: July 1, 2013 (NYSE-2013-02).
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(a) Interested Staff Except as counsel or a witness in a proceeding or as provided in the Rule 9550 Series,
Interested Staff is prohibited from advising an Adjudicator regarding a decision or otherwise participating in
a decision of an Adjudicator. An Adjudicator is prohibited from advising Interested Staff regarding a decision
or otherwise participating in a decision of Interested Staff, including the decision to issue a complaint and a
decision whether to request a review of a disciplinary proceeding by the Exchange Board of Directors.

(b) Separation of Adjudicators A Hearing Officer, including the Chief Hearing Officer, or a Panelist of a
Hearing Panel or an Extended Hearing Panel, is prohibited from participating in: a decision whether to issue a
complaint pursuant to Rule 9211 and a decision whether to file a request for a review by the Exchange Board
of Directors pursuant to Rule 9310. A Director is prohibited from participating in a discussion or a decision
relating to the above referenced acts with the Adjudicators referenced above.

(c) Waiver of Prohibitions of Separation of Functions
(1) Offer of Settlement If a Respondent submits an offer of settlement under Rule 9270, the submission
constitutes a waiver by such Respondent of any claim of violation of paragraph (a) or (b) by a person
or body in connection with such person's or body's participation in discussions regarding the terms and
conditions of the offer of settlement and the order of acceptance, or other consideration of the offer of
settlement and order of acceptance, including acceptance or rejection of such offer of settlement and order
of acceptance.

(2) Letter of Acceptance, Waiver, and Consent If a member organization or covered person submits
an executed letter of acceptance, waiver, and consent under Rule 9216(a), the submission constitutes
a waiver by such member organization or covered person of any claim of violation of paragraph (a) or
(b) by a person or body in connection with such person's or body's participation in discussions regarding
the terms and conditions of the letter of acceptance, waiver, and consent, or other consideration of the
proposed letter of acceptance, waiver, and consent, including acceptance or rejection of such letter of
acceptance, waiver, and consent.

(3) Minor Rule Violation Plan Letter If a member organization or covered person submits an executed
minor rule violation plan letter under Rule 9216(b), the submission constitutes a waiver by such member
organization or covered person of any claim of violation of paragraph (a) or (b) by a person or body in
connection with such person's or body's participation in discussions regarding the terms and conditions
of the minor rule violation plan letter or other consideration of the minor rule violation plan letter, including
acceptance or rejection of such minor rule violation plan letter.

Adopted: July 1, 2013 (NYSE-2013-02).
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(a) Rules of Evidence The formal rules of evidence shall not apply in a proceeding brought under the Rule
9000 Series.

(b) Official Notice In a proceeding governed by the Rule 9000 Series, an Adjudicator may take official notice
of such matters as might be judicially noticed by a court, or of other matters within the specialized knowledge
of the Exchange as an expert body. Before an Adjudicator proposes to take official notice of a matter, it shall
permit a Party the opportunity to oppose or otherwise comment upon the proposal to take official notice.
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(a) General Requirement for Motions A Party may make a written or oral motion, subject to limitations set
forth below. A Party or other person may make a motion under Rule 9146(k), subject to limitations set forth
below.

(b) Adjudicator May Require a Written Motion If a Party makes an oral motion, an Adjudicator may order
that such motion be set forth in writing, after considering the facts and circumstances, including whether:
 

(1)   the hearing or conference in which the Party makes such motion is being recorded; and

(2)   the opposing Parties shall be fully informed and shall have adequate notice and opportunity to
respond to such motion.

(c) Specificity All motions shall state the specific relief requested and the basis therefor.

(d) Time For Filing Opposition or Other Response to Motion Unless otherwise ordered by an Adjudicator,
any Party may file an opposition or other response to a written motion and the opposition or response shall
be filed within 14 days after service of the motion. If no response is filed within the response period, the
Party failing to respond shall be deemed to have waived any objection to the granting of the motion. A Party
shall be afforded an opportunity to respond to an oral motion at the time the oral motion is made, unless the
Adjudicator orders that the Party shall be granted additional time to respond.

(e) Oral Argument An Adjudicator may allow oral argument on motions. Oral argument may take place in
person or by telephone.

(f) Frivolous Motions An Adjudicator may deny dilatory, repetitive, or frivolous motions without awaiting a
response.

(g) No Stay Unless otherwise ordered by an Adjudicator, the filing of a motion does not stay a proceeding.

(h) Reply The moving Party shall have no right to reply to the opposition or other response of the other
Parties unless an Adjudicator permits a reply to be filed. Unless otherwise ordered by an Adjudicator, a
movant's reply submission shall be filed within five days after the Adjudicator serves the order granting the
motion to file a reply or a Party serves the opposition or other response to which the Adjudicator previously
ordered that a reply could be filed.

(i) Page Limit, Format Requirements Unless otherwise ordered by an Adjudicator, submissions in support
of or in opposition to motions shall not exceed ten double-spaced pages, including double-spaced footnotes,
exclusive of pages containing any table of contents, table of authorities, or addenda.

(j) Disposition of Procedural Motions; Disposition of Motions for Summary Disposition
(1)   In the Rule 9200 Series, a motion on a procedural matter may be decided by a Hearing Officer. A
motion for summary disposition of a cause of action set forth in a complaint shall be decided by a majority
vote of the Hearing Panel or, if applicable, the Extended Hearing Panel.

(2)   In the Rule 9300 Series, a motion on a procedural matter may be decided by the Exchange Board of
Directors.

(3)   In the Rule 9500 Series, a motion shall be decided by an Adjudicator.

(k) Motion For Protective Order
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(1)   A Party, a person who is the owner, subject, or creator of a Document subject to production under
Rule 8210 or any other Rule which may be introduced as evidence in a disciplinary proceeding, or a
witness who testifies at a hearing in a disciplinary proceeding may file a motion requesting a protective
order to limit disclosure or prohibit from disclosure to other Parties, witnesses or other persons, except
Regulatory Staff, Documents or testimony that contain confidential information. The motion shall include
a general summary or extract of the Documents or testimony without revealing confidential details. If the
movant seeks a protective order against disclosure to other Parties, copies of the Documents shall not be
served on the other Parties. Unless the Documents are unavailable, the movant shall file for in camera
inspection a sealed copy of the Documents for which the order is sought. If the movant is not a Party,
the motion shall be served on each Party by the movant using a method in Rule 9134(a) and filed with
the Adjudicator. A motion for a protective order shall be granted only upon a finding that disclosure of
the Document or testimony would have a demonstrated adverse business effect on the movant or would
involve an unreasonable breach of the movant's personal privacy.

(2)   If a protective order is granted, the order shall set forth the restrictions on use and disclosure of
such Document or testimony. An Adjudicator does not have the authority to issue a protective order
that would limit in any manner the use by Regulatory Staff of such Documents or testimony in the staff's
performance of their regulatory and self-regulatory responsibilities and functions, including the transmittal,
without restriction to the recipient, of such Documents or testimony to state, federal, or foreign regulatory
authorities or other self-regulatory organizations. An Adjudicator does not have the authority to issue a
protective order that purports to protect from production such Documents or testimony in the event that the
Exchange is subject to a subpoena requiring that the Documents or testimony be produced.

(l) General All motions, oppositions or responses, replies, and any other filings made in a proceeding shall
comply with Rules 9133, 9134, 9135, 9136 and 9137.

Adopted: July 1, 2013 (NYSE-2013-02).
Amendment: November 13, 2015 (NYSE-2015-35).
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The Exchange Board of Directors, a Hearing Officer, or any other Adjudicator shall have full authority, except
as otherwise provided by the Code, to rule on a procedural motion and any other procedural or administrative
matter arising during the course of a proceeding conducted pursuant to the Code, subject to the rights of review
provided by the Code.

Adopted: July 1, 2013 (NYSE-2013-02).
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Except as provided in Rule 9280, there shall be no interlocutory review of a ruling or order issued by any
Adjudicator in a proceeding governed by the Code. If an Adjudicator grants interlocutory review of a ruling
or order, such review shall not stay a proceeding, except under Rule 9280 or as otherwise ordered by the
Adjudicator.

Adopted: July 1, 2013 (NYSE-2013-02).
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The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

58

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+SX-PMANU-NYSE9148%294d65ec067b9d10008e86d8d385ad1694018?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, Rule 9150., New York Stock Exchange, Exclusion
From Rule 9000 Series Proceeding

Click to open document in a browser

(a) Exclusion An Adjudicator may exclude an attorney for a Party or other person authorized to represent
others by Rule 9141 from acting as counsel, acting in any representative capacity, or otherwise appearing
in a particular Rule 9000 Series proceeding for contemptuous conduct under Rule 9280 or unethical or
improper professional conduct in that proceeding. If an attorney for a Party, or other person authorized to
represent others by Rule 9141, is excluded from a disciplinary hearing or conference, or any portion thereof,
such attorney or person may seek review by the Exchange Board of Directors of such exclusion under Rule
9280(c).

(b) Other Proceedings Not Precluded Prohibiting an attorney or other person authorized to represent others
by Rule 9141 from practicing or appearing in an Exchange proceeding shall not preclude the Exchange from
initiating other proceedings against such person.

Adopted: July 1, 2013 (NYSE-2013-02).
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No person shall participate as an Adjudicator in a matter governed by the Code as to which he or she has
a conflict of interest or bias, or circumstances otherwise exist where his or her fairness might reasonably be
questioned. In any such case the person shall recuse himself or herself, or shall be disqualified as follows:

(a) Exchange Board of Directors The Chair of the Exchange Board of Directors shall have authority to order
the disqualification of a Director, and a majority of members of the Board of Directors, excluding the Chair of
the Exchange Board of Directors, shall have authority to order the disqualification of the Chair.

(b) Reserved. 

(c) Reserved. 

(d) Reserved. 

(e) Panelist of Hearing Panel or Extended Hearing Panel Disqualification of a Panelist of a Hearing Panel
or Extended Hearing Panel appointed under the Rule 9200 Series shall be governed by Rule 9234.

(f) Hearing Officer Disqualification of a Hearing Officer of a Hearing Panel or an Extended Hearing Panel
shall be governed by Rule 9233.

Adopted: July 1, 2013 (NYSE-2013-02).
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(a) Complaint
(1)   If Enforcement has reason to believe that any member organization or covered person is violating
or has violated any rule, regulation, or statutory provision, including the federal securities laws and
the regulations thereunder, which the Exchange has jurisdiction to enforce, Enforcement may request
authorization from the CRO to issue a complaint.

(2)   The Exchange Board of Directors shall have the authority to direct the CRO to authorize and
Enforcement to issue a complaint when, on the basis of information and belief, the Exchange Board of
Directors is of the opinion that any member organization or covered person is violating or has violated any
rule, regulation, or statutory provision, including the federal securities laws and the regulations thereunder,
which the Exchange has jurisdiction to enforce.

(b) Commencement of Disciplinary Proceeding A disciplinary proceeding shall begin when the complaint
is served and filed.

Adopted: July 1, 2013 (NYSE-2013-02).
Amendment: November 13, 2015 (NYSE-2015-35).
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(a) Form, Content, Notice, Docketing, and Service
(1)   Each complaint shall be in writing and signed by authorized Enforcement staff. The complaint shall
specify in reasonable detail the conduct alleged to constitute the violative activity and the rule, regulation,
or statutory provision the Respondent is alleged to be violating or to have violated. If the complaint
consists of several causes of action, each cause shall be stated separately. Complaints shall be served
by Enforcement on each Party pursuant to Rules 9131 and 9134, and filed at the time of service with the
Office of Hearing Officers pursuant to Rules 9135, 9136, and 9137.

(2)   At the time of issuance of a complaint, Enforcement may propose:
(A) an appropriate location for the hearing; and
(B) if the complaint alleges at least one cause of action involving activities on the Floor of the

Exchange, that the Chief Hearing Officer select a Floor-Based Panelist for the Hearing Panel, or,
if applicable, the Extended Hearing Panel as described in Rule 9231.

(b) Amendments to Complaint Enforcement may file and serve an amended complaint once as a matter of
course at any time before the Respondent answers the complaint. Otherwise, upon motion by Enforcement,
the Hearing Officer may permit Enforcement to amend the complaint, including amendments so as to make
the complaint conform to the evidence presented, after considering whether Enforcement has shown good
cause for the amendment and whether any Respondent will suffer any unfair prejudice if the amendment is
allowed. Amendments to complaints will be freely granted when justice so requires.

(c) Withdrawal of Complaint With prior leave of the Hearing Officer, Enforcement may withdraw a complaint.
If Enforcement withdraws the complaint before the earlier of
 

(1)   the Hearing Panel's or, if applicable, the Extended Hearing Panel's, issuance of a ruling on a motion
for summary disposition, or

(2)   the start of the hearing on the merits, the withdrawal of the complaint by Enforcement shall be without
prejudice and Enforcement shall be permitted to refile a case based on allegations concerning the same
facts and circumstances that are set forth in the withdrawn complaint.

If Enforcement requests to withdraw such complaint after the occurrence of either of the two events set
forth in (1) and (2) in this paragraph, the Hearing Panel or, if applicable, the Extended Hearing Panel, after
considering the facts and circumstances of the request, shall determine whether the withdrawal shall be
granted with prejudice.

(d) Disciplinary Proceeding Docket The Office of Hearing Officers shall promptly record each complaint
filed with it in the Exchange's disciplinary proceeding docket, and record in the disciplinary proceeding docket
each event, filing, and change in the status of a disciplinary proceeding.

Adopted: July 1, 2013 (NYSE-2013-02).
Amendment: November 13, 2015 (NYSE-2015-35).
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(a) Assignment of Hearing Officer As soon as practicable after Enforcement has filed a complaint with
the Office of Hearing Officers, the Chief Hearing Officer shall assign a Hearing Officer to preside over the
disciplinary proceeding and shall serve the Parties with notice of the Hearing Officer's assignment pursuant to
Rule 9132.

(b) Appointment of Panelists As soon as practicable after assigning a Hearing Officer to preside over a
disciplinary proceeding, the Chief Hearing Officer shall appoint Panelists pursuant to Rules 9231 and 9232
to a Hearing Panel or, if the Chief Hearing Officer determines that an Extended Hearing Panel should be
appointed, to an Extended Hearing Panel.

Adopted: July 1, 2013 (NYSE-2013-02).
Amendment: November 13, 2015 (NYSE-2015-35).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

64

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+SX-PMANU-NYSE9213%294d65ec067b9d1000946bd8d385ad169401f?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, Rule 9214., New York Stock
Exchange, Consolidation or Severance of Disciplinary Proceedings

Click to open document in a browser

(a) Consolidation Initiated by Chief Hearing Officer The Chief Hearing Officer may order the consolidation
of two or more disciplinary proceedings, upon his or her own motion, under circumstances where such
consolidation would further the efficiency of the disciplinary process, and where the subject complaints
involve common questions of law or fact, or one or more of the same Respondents. In determining whether to
order the consolidation of such disciplinary proceedings, the Chief Hearing Officer shall consider:
 

(1)   whether the same or similar evidence reasonably would be expected to be offered at each of the
hearings;

(2)   whether the proposed consolidation would conserve the time and resources of the Parties; and

(3)   whether any unfair prejudice would be suffered by one or more Parties as a result of the
consolidation.

If the Chief Hearing Officer proposes to consolidate two or more disciplinary proceedings, the Chief
Hearing Officer shall serve upon the Parties notice of the proposed consolidation of disciplinary
proceedings, together with a copy of each relevant complaint and any answer that has been filed thereto,
pursuant to Rule 9132. The Parties shall have 14 days after service to file a response, stating any
arguments in favor of or opposition to consolidation.

(b) Consolidation Initiated by a Party A Party may file a motion to consolidate two or more disciplinary
proceedings if such consolidation would further the efficiency of the disciplinary process, if the subject
complaints involve common questions of law or fact or one or more of the same Respondents, or if one or
more of the factors favoring consolidation set forth in paragraph (a) appear to be present. If a Party moves
to consolidate two or more disciplinary proceedings, the Party shall file such motion, together with a copy
of each relevant complaint and any answer thereto that has been filed, with the Office of Hearing Officers,
and, pursuant to Rule 9133, shall serve the same upon the Parties in each of the cases proposed to be
consolidated. The Parties shall have 14 days after service to file a response, stating any arguments in favor of
or opposition to consolidation, and shall serve the response upon the Parties in each of the cases proposed
to be consolidated. The Chief Hearing Officer shall issue an order approving or denying the request for
consolidation.

(c) Impact on Hearing Panel or Extended Hearing Panel If the Chief Hearing Officer issues an order
to consolidate two or more disciplinary proceedings for which Hearing Panels or, if applicable, Extended
Hearing Panels, have been appointed, the Chief Hearing Officer's order shall specify which Hearing Panel or,
if applicable, Extended Hearing Panel, shall preside over the consolidated disciplinary proceeding, or shall
appoint a new Hearing Panel or, if applicable, Extended Hearing Panel, to preside, based on the criteria set
forth in Rules 9231 and 9232.

(d) Severance Initiated by Chief Hearing Officer The Chief Hearing Officer may order the severance of a
disciplinary proceeding into two or more disciplinary proceedings, upon his or her own motion. In determining
whether to order the severance of such disciplinary proceedings, the Chief Hearing Officer shall consider:
 

(1)   whether the same or similar evidence reasonably would be expected to be offered at each of the
possible hearings;

(2)   whether the severance would conserve the time and resources of the Parties; and
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(3)   whether any unfair prejudice would be suffered by one or more Parties if the severance is (not)
ordered.

If the Chief Hearing Officer proposes to sever a disciplinary proceeding, the Chief Hearing Officer shall
serve upon the Parties notice of the proposed severance of disciplinary proceedings pursuant to Rule
9132. The Parties shall have 14 days after service to file a response, stating any arguments in favor of or
opposition to severance.

(e) Severance Initiated by a Party A Party may file a motion to sever a disciplinary proceeding if one or
more of the factors favoring severance set forth in paragraph (d) appear to be present. If a Party moves
to sever a disciplinary proceeding, the Party shall file such motion with the Office of Hearing Officers, and,
pursuant to Rule 9133, shall serve the same upon each of the parties to the action proposed to be severed.
The Parties shall have 14 days after service to file a response, stating any arguments in favor of or opposition
to severance, and shall serve the response upon the Parties in the case proposed to be severed. The Chief
Hearing Officer shall issue an order approving or denying the request for severance.

(f) Impact on Hearing Panel or Extended Hearing Panel of Severance If the Chief Hearing Officer issues
an order to sever a disciplinary proceeding for which a Hearing Panel or, if applicable, Extended Hearing
Panel, has been appointed, the Chief Hearing Officer's order shall specify whether the same Hearing Panel
or, if applicable, Extended Hearing Panel, shall preside over the severed disciplinary proceedings, or shall
appoint a new Hearing Panel(s) or, if applicable, Extended Hearing Panel(s), to preside over any or all of the
severed proceedings, based on the criteria set forth in Rules 9231 and 9232.

Adopted: July 1, 2013 (NYSE-2013-02).
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(a) Form, Service, Notice Pursuant to Rule 9133, each Respondent named in a complaint shall serve
an answer to the complaint on all other Parties within 25 days after service of the complaint on such
Respondent, and at the time of service shall file such answer with the Office of Hearing Officers pursuant to
Rules 9135, 9136 and 9137. The Hearing Officer assigned to a disciplinary proceeding pursuant to Rule 9213
may extend such period for good cause. Upon the receipt of a Respondent's answer, the Office of Hearing
Officers shall promptly send written notice of the receipt of such answer to all Parties.

(b) Content, Affirmative Defenses Unless otherwise ordered by the Hearing Officer, an answer shall
specifically admit, deny, or state that the Respondent does not have and is unable to obtain sufficient
information to admit or deny, each allegation in the complaint. When a Respondent intends to deny only part
of an allegation, the Respondent shall specify so much of it as is admitted and deny only the remainder. A
statement of lack of information shall be deemed a denial. Any allegation not denied in whole or in part shall
be deemed admitted. Any affirmative defense shall be asserted in the answer.

(c) Motion for More Definite Statement A Respondent may file with an answer a motion for a more definite
statement of specified matters of fact or law to be considered or determined. Such motion shall state why
each such matter of fact or law should be required to be made more definite. If the motion is granted, the
order granting such motion shall set the periods for filing such a statement and any answer thereto.

(d) Amendments to Answer Upon motion by a Respondent, the Hearing Officer may, after considering good
cause shown by the Respondent and any unfair prejudice which may result to any other Party, permit an
answer to be amended.

(e) Extension of Time to Answer Amended Complaint If a complaint is amended pursuant to Rule 9212(b),
the time for filing an answer or amended answer shall be the greater of the original time period within which
the Respondent is required to respond, or 14 days after service of the amended complaint. If any Respondent
has already filed an answer, such Respondent shall have 14 days after service of the amended complaint,
unless otherwise ordered by the Hearing Officer, within which to file an amended answer.

(f) Failure to Answer, Default If a Respondent does not file an answer or make any other filing or request
related to the complaint with the Office of Hearing Officers within the time required, Enforcement shall send
a second notice to such Respondent requiring an answer within 14 days after service of the second notice.
The second notice shall state that failure of the Respondent to reply within the period specified shall allow the
Hearing Officer, in the exercise of his or her discretion, pursuant to Rule 9269 to:
 

(1)   treat as admitted by the Respondent the allegations in the complaint; and

(2)   issue a default decision against the Respondent. If the Respondent fails to file an answer with the
Office of Hearing Officers within the time required, the Hearing Officer may issue a default decision against
the Respondent pursuant to Rule 9269.

Adopted: July 1, 2013 (NYSE-2013-02).
Amendment: November 13, 2015 (NYSE-2015-35).
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(a) Acceptance, Waiver, and Consent Procedures
(1)   Notwithstanding Rule 9211, if Enforcement has reason to believe a violation has occurred and the
member organization or covered person does not dispute the violation, Enforcement may prepare and
request that the member organization or covered person execute a letter accepting a finding of violation,
consenting to the imposition of sanctions, and agreeing to waive such member organization's or covered
person's right to a hearing before a Hearing Panel or, if applicable, an Extended Hearing Panel, and any
right to review by the Exchange Board of Directors, the SEC, and the courts, or to otherwise challenge
the validity of the letter, if the letter is accepted. The letter shall describe the act or practice engaged in or
omitted, the rule, regulation, or statutory provision violated, and the sanction or sanctions to be imposed.
Unless the letter states otherwise, the effective date of any sanction(s) imposed will be a date to be
determined by Regulatory Staff.

(2)  
(A) If a member organization or covered person submits an executed letter of acceptance, waiver,

and consent, by the submission such member organization or covered person also waives:

(i) any right to claim bias or prejudgment of the CRO, the Exchange Board of Directors,
Counsel to the Exchange Board of Directors, or any Director, in connection with such
person's or body's participation in discussions regarding the terms and conditions of
the letter of acceptance, waiver, and consent, or other consideration of the letter of
acceptance, waiver, and consent, including acceptance or rejection of such letter of
acceptance, waiver, and consent; and

(ii) any right to claim that a person violated the ex parte prohibitions of Rule 9143 or the
separation of functions prohibitions of Rule 9144, in connection with such person's or
body's participation in discussions regarding the terms and conditions of the letter of
acceptance, waiver, and consent, or other consideration of the letter of acceptance,
waiver, and consent, including acceptance or rejection of such letter of acceptance,
waiver, and consent.

(B) If a letter of acceptance, waiver, and consent is rejected, the member organization or covered
person shall be bound by the waivers made under paragraphs (a)(1) and (a)(2)(A) for conduct
by persons or bodies occurring during the period beginning on the date the letter of acceptance,
waiver, and consent was executed and submitted and ending upon the rejection of the letter of
acceptance, waiver, and consent.

(3)   If the member organization or covered person executes the letter of acceptance, waiver, and consent,
it shall be submitted to the CRO. The CRO may accept or reject such letter. If the letter is rejected by the
CRO, the member organization or covered person who executed the letter shall be notified in writing and
the letter shall be deemed withdrawn.

(4)   If the letter is accepted by the CRO, it shall be sent to each Director and each member of the
Committee for Review via courier, express delivery or electronic means, and shall be deemed final and
shall constitute the complaint, answer, and decision in the matter, 25 days after it is sent to each Director
and each member of the Committee for Review, unless review by the Exchange Board of Directors is
requested pursuant to Rule 9310(a)(1)(B). If the letter is rejected by the CRO, the Exchange may take
any other appropriate disciplinary action with respect to the alleged violation or violations. If the letter
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is rejected, the member organization or covered person shall not be prejudiced by the execution of the
letter of acceptance, waiver, and consent under paragraph (a)(1) and the letter may not be introduced
into evidence in connection with the determination of the issues set forth in any complaint or in any other
proceeding.

(b) Procedure for Violation Under Plan Pursuant to SEA Rule 19d-1(c)(2)
(1)   Notwithstanding Rule 9211, the Exchange may, subject to the requirements set forth in paragraphs
(b)(2) through (b)(4) and in SEA Rule 19d-1(c)(2), impose a fine (not to exceed $2,500) and/or a
censure on any member organization or covered person with respect to any rule listed in Rule 9217.
If Enforcement has reason to believe a violation has occurred and if the member organization or
covered person does not dispute the violation, Enforcement may prepare and request that the member
organization or covered person execute a minor rule violation plan letter accepting a finding of violation,
consenting to the imposition of sanctions, and agreeing to waive such member organization's or covered
person's right to a hearing before a Hearing Panel or, if applicable, an Extended Hearing Panel, and any
right of review by the Exchange Board of Directors, the SEC, and the courts, or to otherwise challenge
the validity of the letter, if the letter is accepted. The letter shall describe the act or practice engaged in or
omitted, the rule, regulation, or statutory provision violated, and the sanction or sanctions to be imposed.
Unless the letter states otherwise, the effective date of any sanction(s) imposed will be a date to be
determined by Regulatory Staff.

(2)  
(A) If a covered person or member organization submits an executed minor rule violation plan letter,

by the submission such covered person or member organization also waives:

(i) any right to claim bias or prejudgment of the CRO, the Exchange Board of Directors,
Counsel to the Exchange Board of Directors, or any Director, in connection with such
person's or body's participation in discussions regarding the terms and conditions of
the minor rule violation plan letter or other consideration of the minor rule violation plan
letter, including acceptance or rejection of such minor rule violation plan letter; and

(ii) any right to claim that a person violated the ex parte prohibitions of Rule 9143 or the
separation of functions prohibitions of Rule 9144, in connection with such person's
or body's participation in discussions regarding the terms and conditions of the minor
rule violation plan letter or other consideration of the minor rule violation plan letter,
including acceptance or rejection of such minor rule violation plan letter.

(B) If a minor rule violation plan letter is rejected, the member organization or covered person shall
be bound by the waivers made under paragraphs (b)(1) and (b)(2)(A) for conduct by persons or
bodies occurring during the period beginning on the date the minor rule violation plan letter was
executed and submitted and ending upon the rejection of the minor rule violation plan letter.

(3)   If the member organization or covered person executes the minor rule violation plan letter, it shall be
submitted to the CRO. The CRO, on behalf of the SRO Board, may accept or reject such letter.

(4)   If the letter is accepted by the CRO, it shall be deemed final and the Exchange shall report the
violation to the SEC as required by the SEC pursuant to a plan approved under SEA Rule 19d-1(c)(2). If
the letter is rejected by the CRO, the Exchange may take any other appropriate disciplinary action with
respect to the alleged violation or violations. If the letter is rejected, the member organization or covered
person shall not be prejudiced by the execution of the minor rule violation plan letter under paragraph (b)
(1) and the letter may not be introduced into evidence in connection with the determination of the issues
set forth in any complaint or in any other proceeding.

Adopted: July 1, 2013 (NYSE-2013-02).
Amendment: November 13, 2015 (NYSE-2015-35).
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Any member organization or covered person may be subject to a fine under Rule 9216(b) with respect to any
rules listed below.

• Rule 15 (Pre-Opening Indications) and Rule 15A (Order Protection Rule).

• Rule 35 requirement that employees of members and member organizations be registered with, qualified by,
and approved by the Exchange before being admitted to the Trading Floor.

• Failure to notify the Exchange's Security Office and surrender Exchange-issued identification cards within 24
hours of Floor members' or employees' termination or reassignment, or cancellation of such identification cards,
as required by Rule 35.80.

• Rule 36 provisions governing member and member organization communications between the Floor and other
locations, the use and/or possession of portable or wireless communication or trading devices, and the proper
handling and reporting of "give ups."

• Rule 60 requirements for dissemination of quotations for reported securities.

• Violation of the agency provisions of Rule 72(d).

• Rule 91.10 requirements for a DMM to summon a representative of a firm who had entrusted an order with the
DMM who has elected to take or supply for his or her account the securities named in the order to confirm the
acceptance or rejection of such transaction.

• Rule 95 order identification requirements and prohibition of transactions which involve discretion on the Floor
as to choice of security, total amount of security to be bought or sold or whether transaction is purchase or sale.

• Reporting rule violations (Rules 104A.50, 312(a), (b) & (c), 313, 345.12, 345.17, 440H, 706, 4110.01, 4521,
4530 and 4560(a)).

• Rule 103.11 requirements to keep and provide records to the Exchange with respect to the time DMMs and
DMM clerks are on the Floor of the Exchange acting in those capacities.

• Rule 104 requirements for the dealings and responsibilities of DMMs.

• Rule 105 and Guidelines (DMMs' Interest in Pools, Options, and Single Stock Futures)

• Rule 116.30 requirement for DMM's stopping stock.

• Record retention rule violations (Rules 117, 121, 123, 123A.20, 345.11, 410, 432(a), 440, 440I and 472(d)).

• Failure to Time-Record Orders Received at the DMM's Post (Rule 121) and Failure to Time-Record Orders
received at a Member's Booth from off the Floor (Rule 123).

• Failure of a member or member organization to use standardized Floor stationery as required by Rule 123A.23.

• Rule 123C - Failure to adhere to entry and cancellation procedures for limit-at-the-close and market-at-the-
close orders.

• Rule 123D requirements for DMMs relating to openings, re-openings, delayed openings, and trading halts.

• Failure to utilize procedures of Rule 127 to satisfy all better priced limit orders when effecting block crosses
outside the quote and failure to provide public orders an execution at the cross price when required by Rule 127
procedures.

• Failure to submit required trade data to comparison pursuant to Rule 130 within time periods determined by the
Exchange.

• Failure to collect all audit trail data specified in Rule 132.
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• Rule 134(c) and (e) requirement to comply with specified QT procedures and time periods.

• Failure to Obtain Exchange Approval Rule Violations (Rules 312(h) & (i), 382(a), 791(c), and 4110).

• Failure of a member organization to have individuals responsible and qualified for the positions of Financial
Principal, Operations Principal, Compliance Official, Branch Office Manager and Supervisory Analyst (Rules 342,
311(b)(5), 344, 3010(a) and 3130(a)).

• Failure of a member organization to have individuals responsible and qualified for the position of Securities
Lending Supervisor (Rule 345(a)).

• Failure to obtain employer's prior written consent for engaging in an outside activity as required by Rule 3270.

• Guaranteeing a customer's account against loss or sharing in profits or losses as prohibited by Rules 352(b) &
(c), and 2150(b) & (c).

• Rule 387 requirements for customer COD/POD transactions.

• Rules 392 and 5190 notification requirements.

• Failure to acknowledge customer complaint as required by Rule 3110(b)(5).

• Rule 407 requirements for transactions of employees of the Exchange, members or member organizations.

• Rule 407A reporting and notification requirements for members.

• Rule 408(a) requirement that written authorization be obtained for discretionary power in a customer's account.

• Rule 410A and Rule 8211 requirements for automated submission of trading data.

• Rule 411(b) requirement to not combine the orders of several different customers to buy or sell odd-lots of the
same stock, into a round-lot order, without the prior approval of the customers interested.

• Failure to transfer a customer securities account in accordance with the requirements of Rule 412 and the
interpretations thereunder.

• Failure to promptly provide or promptly update required membership profile information through the Exchange's
Electronic Filing Platform ("EFP"), or failure to electronically certify that required membership profile information
is complete and accurate, as required by Rule 416A.

• Rule 440B short sale rule violations.

• Rule 440C failure to deliver against a short sale without diligent effort to borrow.

• Failure to designate and identify to the Exchange an Anti-Money Laundering contact person or persons as
required by Rules 445(4) and 3310(d).

• Rules 451 and 452 requirements relating to transmission of proxy material and authorizing the giving of proxies.

• Misstatements or omission of fact on submissions filed with the Exchange (Rule 476(a)(10)).

• Rule 460.30 notification requirements.

• Failure to submit books and records or to furnish information on the date or within the time period that the
Exchange requires (Rules 476(a)(11) and 8210).

• Failure of new member to adhere to order execution supervision procedures during period the member is
required to wear a temporary badge.

• Failure to adhere to procedures for automatic execution of orders under the NYSE DIRECT + ® facility (Rules
1000–1004).

Adopted: July 1, 2013 (NYSE-2013-02).
Amendments: August 26, 2014 (NYSE-2014-44); October 9, 2014 (NYSE-2014-55); November 6, 2014 (NYSE-2014-056); August 13,
2015 (NYSE-2015-33); November 13, 2015 (NYSE-2015-35); December 2, 2015 (NYSE-2015-61); January 28, 2016 (NYSE-2015-48);
July 5, 2016 (NYSE-2016-24); July 20, 2016 (NYSE-2016-50).

Copyright 2019, NYSE Group, Inc. All rights reserved.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

72

http://researchhelp.cch.com/License_Agreement.htm


The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

73

http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, Rule 9220., New York Stock Exchange, Request
for Hearing; Extensions of Time, Postponements, Adjournments

Click to open document in a browser

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

74

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+SX-PMANU-NYSE9220%294d65ec067b9d1000b29ad8d385ad1694024?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, Rule 9221., New York Stock Exchange, Request
for Hearing

Click to open document in a browser

(a) Respondent Request for Hearing. With the filing of any Respondent's answer, such Respondent may:
 

(1)   request a hearing;

(2)   propose an appropriate location for the hearing; and

(3)   propose, if the complaint alleges at least one cause of action involving activities on the Floor of
the Exchange, that the Chief Hearing Officer select a Floor-Based Panelist for a Hearing Panel or, if
applicable, an Extended Hearing Panel as described in Rule 9231.

If a Respondent requests a hearing, a hearing shall be granted. A Respondent who fails to request a
hearing with the filing of his or her answer waives the right to a hearing unless a Hearing Officer, Hearing
Panel, or, if applicable, an Extended Hearing Panel, grants, for good cause shown, a later filed motion by
such Respondent requesting a hearing.

(b) Hearing Officer Order Requiring Hearing In the absence of a request for a hearing from any
Respondent, the Hearing Officer may order any complaint set down for hearing.

(c) Authority of Hearing Panel, Extended Hearing Panel to Order Hearing If all Respondents waive a
hearing, and the Hearing Officer does not order a hearing on his or her own motion, the Hearing Panel or, if
applicable, the Extended Hearing Panel, may order a hearing or may consider the matter on the record, as
defined in Rule 9267. If fewer than all Respondents waive a hearing, the Hearing Officer, the Hearing Panel,
or, if applicable, the Extended Hearing Panel, may, in the exercise of its discretion, order that a hearing
be held as to all Respondents. Alternatively, the Hearing Officer, the Hearing Panel, or, if applicable, the
Extended Hearing Panel, may conduct a hearing as to only those Respondents who requested a hearing and
consider the matter on the record as to those Respondents who waived a hearing.

(d) Notice of Hearing The Hearing Officer shall issue a notice stating the date, time, and place of the
hearing, and whether the hearing shall be held before a Hearing Panel or an Extended Hearing Panel, and
shall serve such notice on the Parties at least 28 days before the hearing, unless:
 

(1)   in the discretion of the Hearing Officer, he or she determines that extraordinary circumstances require
a shorter notice period; or

(2)   the Parties waive the notice period.

Adopted: July 1, 2013 (NYSE-2013-02).
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(a) Availability At any time prior to the issuance of the decision of the Hearing Panel or, if applicable, the
Extended Hearing Panel, the Hearing Officer may, for good cause shown, extend or shorten any time limits
prescribed by the Code for the filing of any papers and may, consistent with paragraph (b), postpone or
adjourn any hearing.

(b) Limitations on Postponements, Adjournments, and Extensions A hearing shall begin at the time
and place ordered, unless the Hearing Officer, for good cause shown, changes the place of the hearing,
postpones the commencement of the hearing, or adjourns a convened hearing for a reasonable period of
time, subject to the limitations in paragraph (b)(2).
 

(1) Additional Considerations In considering a motion for the postponement of the start of a hearing or,
adjournment once a hearing has begun, the Hearing Officer shall consider:

(A) the length of the proceeding to date;
(B) the number of postponements, adjournments, or extensions already granted;
(C) the stage of the proceedings at the time of the request;
(D) potential harm to the investing public if an extension of time, adjournment, or postponement is

granted; and
(E) such other matters as justice may require.

(2) Time Limit Postponements, adjournments, or extensions of time for filing papers shall not exceed 28
days unless the Hearing Officer states on the record or provides by written order the reasons a longer
period is necessary.

Adopted: July 1, 2013 (NYSE-2013-02).
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(a) Appointment The Chief Hearing Officer shall appoint a Hearing Panel or an Extended Hearing Panel to
conduct the disciplinary proceeding and issue a decision.

(b) Hearing Panel
(1)   The Hearing Panel shall be composed of a Hearing Officer and two Panelists, except as provided
in paragraph (e) and in Rule 9234(a), (c), (d), or (e). The Hearing Officer shall serve as the chair of the
Hearing Panel, and shall appoint Panelists pursuant to the criteria in Rule 9232.

(2)   The Chief Hearing Officer may select a Floor-Based Panelist if the complaint alleges at least one
cause of action involving activities on the Floor of the Exchange.

(c) Extended Hearing Panel Upon consideration of the complexity of the issues involved, the probable
length of the hearing, or other factors that the Chief Hearing Officer deems material, the Chief Hearing
Officer may determine that a matter shall be designated an Extended Hearing, and that such matter shall be
considered by an Extended Hearing Panel. The Extended Hearing Panel shall be composed of a Hearing
Officer and two Panelists, except as provided in Rule 9234(a), (c), (d), or (e). The Hearing Officer will serve as
the chair of the Extended Hearing Panel. The Chief Hearing Officer shall have discretion to compensate any
or all Panelists of an Extended Hearing Panel at the rate then in effect for FINRA arbitrators.
 

(1)   Except as provided in (2), the Chief Hearing Officer shall select as a Panelist a person who meets the
criteria set forth in Rule 9232.

(2)   If the complaint alleges at least one cause of action involving activities on the Floor of the Exchange,
the Chief Hearing Officer may select a Floor-Based Panelist.

(d) Observer A person who is qualified to serve as a Panelist may be designated by the Chief Hearing
Officer to serve as an observer to a Hearing Panel or an Extended Hearing Panel. If the Chief Hearing Officer
designates more than two people to serve as observers to a Hearing Panel or an Extended Hearing Panel,
the Chief Hearing Officer shall obtain the consent of the Parties. An observer may attend any hearing of a
disciplinary proceeding and observe the proceeding, but may not vote or participate in any other manner in
the hearing or the deliberations of the Hearing Panel or the Extended Hearing Panel, or participate in the
administration of the disciplinary proceeding.

(e) Appointment of Replacement Hearing Officer In the event that a Hearing Officer withdraws, is
incapacitated, or otherwise is unable to continue service after being appointed, the Chief Hearing Officer
shall appoint a replacement Hearing Officer. To ensure fairness to the parties and expedite completion of
the proceeding when a replacement Hearing Officer is appointed after the hearing has commenced, the
replacement Hearing Officer has discretion to exercise the following powers:
 

(1)   Allow the Hearing Panelists to resolve the issues in the proceeding and issue a decision without
the participation of the replacement Hearing Officer in the decision. The replacement Hearing Officer
may advise the Hearing Panelists regarding legal issues, and shall exercise the powers of the Hearing
Officer under Rule 9235(a), including preparing and signing the decision on behalf of the Hearing Panel, in
accordance with Rule 9268; or
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(2)   Certify familiarity with the record and participate in the resolution of the issues in the case and in the
issuance of the decision. In exercising this power, the replacement Hearing Officer may recall any witness
before the Hearing Panel.

Adopted: July 1, 2013 (NYSE-2013-02).
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(a)   Each Panelist shall be a person of integrity and judgment and, other than the Hearing Officer, shall be a
member of the NYSE hearing board as provided in paragraph (b). At least one Panelist shall be engaged in
securities activities differing from that of the Respondent or, if retired, was so engaged in differing activities at
the time of retirement.

(b)   The Exchange Board of Directors shall from time to time appoint a hearing board to be composed of
such number of members and former allied members of the Exchange who are not members of the Exchange
Board of Directors and registered employees and nonregistered employees of member organizations. Former
members, allied members, or registered and non-registered employees of member organizations who have
retired from the securities industry may be appointed to the hearing board. The members of the hearing board
shall be appointed annually and shall serve at the pleasure of the Exchange Board of Directors.

(c)   The Chief Hearing Officer may select one but not more than one Floor-Based Panelist to serve in a
disciplinary proceeding if the complaint alleges at least one cause of action involving activities on the Floor of
the Exchange.

(d) Criteria for Appointment of a Panelist The Chief Hearing Officer shall select Panelists from the current
members of the NYSE hearing board based upon the following criteria:
 

(1)   expertise;

(2)   the absence of any conflict of interest or bias, and any appearance thereof;

(3)   availability; and,

(4)   the frequency with which a person has served as a Panelist on a Hearing Panel during the past two
years, favoring the selection of a person as a Panelist who has never served or served infrequently as a
Panelist during the period.

Adopted: July 1, 2013 (NYSE-2013-02).
Amendment: November 13, 2015 (NYSE-2015-35).
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(a) Recusal, Withdrawal of Hearing Officer If at any time a Hearing Officer determines that he or she has
a conflict of interest or bias or circumstances otherwise exist where his or her fairness might reasonably
be questioned, the Hearing Officer shall notify the Chief Hearing Officer and the Chief Hearing Officer shall
issue and serve on the Parties a notice stating that the Hearing Officer has withdrawn from the matter. In
the event that a Hearing Officer withdraws, is incapacitated, or otherwise is unable to continue service after
being appointed, the Chief Hearing Officer shall appoint a replacement Hearing Officer. In such a case, the
replacement Hearing Officer shall proceed according to Rule 9231(e).

(b) Motion for Disqualification A Party may move for the disqualification of a Hearing Officer. A motion
shall be based upon a reasonable, good faith belief that a conflict of interest or bias exists or circumstances
otherwise exist where the Hearing Officer's fairness might reasonably be questioned, and shall be
accompanied by an affidavit setting forth in detail the facts alleged to constitute grounds for disqualification,
and the dates on which the Party learned of those facts. Such motions shall be filed not later than 15 days
after the later of:
 

(1)   when the Party learned of the facts believed to constitute the disqualification; or

(2)   when the Party was notified of the assignment of the Hearing Officer.

(c) Disposition of Disqualification Motion A motion for disqualification of a Hearing Officer shall be decided
by the Chief Hearing Officer who shall promptly investigate whether disqualification is required and issue a
written ruling on the motion. In the event of a disqualification of the Hearing Officer, the Chief Hearing Officer
shall appoint a replacement Hearing Officer.

Adopted: July 1, 2013 (NYSE-2013-02).
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(a) Recusal, Withdrawal of Panelist If at any time a Panelist of a Hearing Panel or an Extended Hearing
Panel determines that he or she has a conflict of interest or bias or circumstances otherwise exist where his
or her fairness might reasonably be questioned, the Panelist shall notify the Hearing Officer and the Hearing
Officer shall issue and serve on the Parties a notice stating that the Panelist has withdrawn from the matter.
In the event that a Panelist withdraws, is incapacitated, or otherwise is unable to continue service after
being appointed, the Chief Hearing Officer may, in the exercise of discretion, determine whether to appoint a
replacement Panelist. In the event that both Panelists withdraw, are incapacitated, or otherwise are unable to
continue service after being appointed, the Chief Hearing Officer shall appoint two replacement Panelists.

(b) Disqualification: Motion of Party; Order of Chief Hearing Officer
(1)   A Party may file a motion to disqualify a Panelist of a Hearing Panel or an Extended Hearing Panel.
A motion shall be based upon a reasonable, good faith belief that a conflict of interest or bias exists
or circumstances otherwise exist where the Panelist's fairness might reasonably be questioned, and
shall be accompanied by an affidavit setting forth in detail the facts alleged to constitute grounds for
disqualification, and the dates on which the Party learned of those facts.

(2)   Such motions shall be filed not later than 15 days after the later of:
(A) when the Party learned of the facts believed to constitute the disqualification; or
(B) when the Party was notified of the appointment of the Panelist.

(3)   The Chief Hearing Officer may order the disqualification of a Panelist of a Hearing Panel or an
Extended Hearing Panel if the Chief Hearing Officer determines that a conflict of interest or bias exists or
circumstances otherwise exist where the Panelist's fairness might reasonably be questioned, and shall
state the facts constituting the grounds for disqualification.

(c) Disposition of Disqualification Motion: Challenge to Single Member of Hearing Panel If a Party
files a motion to disqualify a Panelist of a Hearing Panel or an Extended Hearing Panel, the Hearing Officer
shall promptly investigate whether disqualification is required and shall issue a written ruling on the motion.
In the event a Panelist is disqualified, the Chief Hearing Officer may, in the exercise of discretion, appoint a
replacement Panelist.

(d) Disposition of Disqualification Motion: Challenge to Both Panelists of Hearing Panel or Extended
Hearing Panel If a Party files a motion to disqualify both Panelists of a Hearing Panel or an Extended
Hearing Panel, the Hearing Officer shall promptly investigate whether disqualification is required and shall
issue a written ruling on the motion. In the event one Panelist is disqualified, the Chief Hearing Officer may,
in the exercise of discretion, appoint a replacement Panelist. In the event both Panelists are disqualified, the
Chief Hearing Officer shall promptly appoint two persons as replacement Panelists.

(e) Disposition of Disqualification Motion: Challenge to Both Panelists of Hearing Panel or Extended
Hearing Panel and Hearing Officer If a Party files a motion to disqualify both Panelists of a Hearing Panel
or an Extended Hearing Panel, and the Hearing Officer, the Chief Hearing Officer shall promptly investigate
whether disqualification is required and shall issue a written ruling on the motion. In the event a Panelist is
disqualified, the Chief Hearing Officer may, in the exercise of discretion, appoint a replacement Panelist.
In the event both Panelists are disqualified, the Chief Hearing Officer shall promptly appoint two persons
as replacement Panelists. In the event a Hearing Officer and a Panelist are disqualified, the Chief Hearing
Officer shall promptly appoint a replacement Hearing Officer. In the event both Panelists and the Hearing
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Officer are disqualified, the Chief Hearing Officer shall promptly appoint a replacement Hearing Officer and
two persons as replacement Panelists.

(f) Criteria for Replacement Panelist If the Chief Hearing Officer appoints a replacement Panelist by
operation of this Rule, the Chief Hearing Officer shall do so using the criteria set forth in Rule 9232.

Adopted: July 1, 2013 (NYSE-2013-02).
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(a) Hearing Officer Authority The Hearing Officer shall be selected by the Chief Hearing Officer and shall
have authority to do all things necessary and appropriate to discharge his or her duties. In addition to the
powers exercised by all members of the Hearing Panel or, if applicable, the Extended Hearing Panel, the
powers of the Hearing Officer include, but are not limited to:
 

(1)   holding pre-hearing and other conferences and requiring the attendance at any such conference
of at least one representative of each Party who has authority to negotiate the resolution of issues in
controversy;

(2)   regulating the course of the hearing;

(3)   ordering the Parties to present oral arguments at any stage of the disciplinary proceeding;

(4)   resolving any and all procedural and evidentiary matters, discovery requests, and other non-
dispositive motions, subject to any limitations set forth elsewhere in the Code;

(5)   reopening any hearing, upon notice to all Parties, prior to the issuance of the decision of the Hearing
Panel or, if applicable, the Extended Hearing Panel;

(6)   creating and maintaining the official record of the disciplinary proceeding; and

(7)   drafting a decision that represents the views of the majority of the Hearing Panel or, if applicable, the
Extended Hearing Panel.

(b) Authority in the Absence of Hearing Officer If the Hearing Officer appointed to a case is temporarily
unavailable or unable for any reason to discharge his or her duties in a particular proceeding under conditions
not requiring the appointment of a replacement Hearing Officer, the Chief Hearing Officer or the Deputy Chief
Hearing Officer in his or her discretion may exercise the necessary authority in the same manner as if he or
she had been appointed Hearing Officer in the particular proceeding.

Adopted: July 1, 2013 (NYSE-2013-02).
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(a) Purposes The purposes of a pre-hearing conference include, but are not limited to:
 

(1)   expediting the disposition of the proceeding;

(2)   establishing procedures to manage the proceeding efficiently; and

(3)   improving the quality of the hearing through more thorough preparation.

(b) Procedure On his or her own motion or at the request of a Party, the Hearing Officer may, in his or her
discretion, order counsel or any Party to meet for a pre-hearing conference. Such conferences also may be
held with one or more persons participating by telephone or other remote means.

(c) Subjects to be Discussed At a pre-hearing conference, the Hearing Officer shall schedule an expedited
proceeding as required by Rule 9290, and may consider and take action with respect to any or all of the
following:
 

(1)   simplification and clarification of the issues;

(2)   exchange of witness and exhibit lists and copies of exhibits;

(3)   stipulations, admissions of fact, and stipulations concerning the contents, authenticity, or admissibility
into evidence of documents;

(4)   matters of which official notice may be taken;

(5)   the schedule for exchanging pre-hearing motions or briefs, if any;

(6)   the method of service and filing of papers by the Parties;

(7)   determination of hearing dates;

(8)   amendments to the complaint or answers thereto;

(9)   production of documents as set forth in Rule 9251;

(10)   designation of relevant portions of transcripts from investigative testimony or other proceedings and
the inclusion of an index for such testimony; and

(11)   such other matters as may aid in the orderly and expeditious disposition of the proceeding.

(d) Scheduling An initial pre-hearing conference, unless determined by the Hearing Officer to be
unnecessary or premature, shall be held within 21 days after filing of an answer, or after the expiration of the
second period provided for filing an answer as set forth in Rule 9215(f). When a complaint names multiple
Respondents, the 21-day period shall commence from the later of:
 

(1)   the date on which the last timely answer was filed, or

(2)   if one or more Respondents have failed to answer, from the expiration of the second period provided
for filing an answer under Rule 9215(f).
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(e) Pre-hearing Order At or following the conclusion of any conference held pursuant to this Rule, the
Hearing Officer shall enter a written ruling or order that recites any agreements reached and any procedural
determinations made by the Hearing Officer.

(f) Failure to Appear: Default The Hearing Officer may issue a default decision, pursuant to Rule 9269,
against a Party that fails to appear, in person or through counsel or a representative, at a prehearing
conference of which the Party has due notice.

Adopted: July 1, 2013 (NYSE-2013-02).
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(a) Requirement to Furnish Information Prior to a hearing before a Hearing Panel or, if applicable, an
Extended Hearing Panel, the Hearing Officer, in the exercise of his or her discretion, may order a Party
to furnish to all other Parties and the Hearing Panel or, if applicable, the Extended Hearing Panel, such
information as deemed appropriate, including any or all of the following:
 

(1)   an outline or narrative summary of a Party's case or defense;

(2)   the legal theories upon which a Party shall rely;

(3)   a list and copies of documents that a Party intends to introduce at the hearing;

(4)   a list of witnesses who shall testify on a Party's behalf, including the witnesses' names, occupations,
addresses, and a brief summary of their expected testimony; and,

(5)   if a witness shall be called to testify as an expert, a statement of the expert's qualifications, a listing of
other proceedings in which the expert has given expert testimony, a list of the expert's publications, and
copies of those publications that are not readily available to the other Parties and the Hearing Panel or, if
applicable, the Extended Hearing Panel.

(b) Prohibition on Serving as Expert Witness No former Regulatory Staff shall, within a period of one year
immediately following termination of employment with the Exchange or FINRA, provide expert testimony on
behalf of any other person in any proceeding under the Rule 9000 Series. Nothing in this Rule shall prohibit
former Regulatory Staff from testifying as a witness on behalf of the Exchange or FINRA.

Adopted: July 1, 2013 (NYSE-2013-02).
Amendment: November 13, 2015 (NYSE-2015-35).
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(a) Documents to be Available for Inspection and Copying
(1)   Unless otherwise provided by this Rule, or by order of the Hearing Officer, Enforcement shall make
available for inspection and copying by any Respondent, Documents prepared or obtained by Interested
Staff in connection with the investigation that led to the institution of proceedings. Such Documents include
but are not limited to:

(A) requests for information issued pursuant to Rule 8210;
(B) every other written request directed to persons not employed by the Exchange to provide

Documents or to be interviewed;
(C) the Documents provided in response to any such requests described in (A) and (B) above;
(D) all transcripts and transcript exhibits; and
(E) all other Documents obtained from persons not employed by the Exchange.

(2)   Enforcement shall promptly inform the Hearing Officer and each other Party if, after the issuance
of a complaint, requests for information under Rule 8210 are issued under the same investigative
file number under which the investigation leading to the institution of disciplinary proceedings was
conducted. If Interested Staff receives Documents pursuant to a request for information under Rule
8210 after Documents have been made available to a Respondent for inspection and copying as set
forth in paragraph (a), and if such Documents are material and relevant to the disciplinary proceeding in
which such Respondent is a Party, the additional Documents shall be made available to the Respondent
not later than 14 days after the Interested Staff receives such Documents. If a hearing on the merits is
scheduled to begin, Interested Staff shall make the additional Documents available to the Respondent
not less than ten days before the hearing. If Interested Staff receives such Documents ten or fewer days
before a hearing on the merits is scheduled to begin or after such hearing begins, Interested Staff shall
make the additional Documents available immediately to the Respondent.

(3)   Nothing in paragraph (a)(1) shall limit the discretion of Enforcement to make available any other
Document or the authority of the Hearing Officer to order the production of any other Document.

(b) Withheld Documents
(1)   Enforcement may withhold a Document if:

(A) the Document is privileged or constitutes attorney work product;
(B) the Document is an examination or inspection report, an internal memorandum, or other note or

writing prepared by an Exchange employee that shall not be offered in evidence;
(C) the Document would disclose:

(i) an examination, investigatory or enforcement technique or guideline of the Exchange,
a federal, state, or foreign regulatory authority, or a self-regulatory organization;

(ii) the identity of a source, including a federal, state, or foreign regulatory authority or a
self-regulatory organization that furnished information or was furnished information
on a confidential basis regarding an investigation, an examination, an enforcement
proceeding, or any other type of civil or criminal enforcement action; or

(iii) an examination, an investigation, an enforcement proceeding, or any other type of civil
or criminal enforcement action under consideration by, or initiated by, the Exchange, a
federal, state, or foreign regulatory authority, or a self-regulatory organization; or

(D) the Hearing Officer grants leave to withhold a Document or category of Documents as not
relevant to the subject matter of the proceeding, or for other good cause shown.
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(2)   Enforcement shall withhold a Document if the Document is prohibited from disclosure by federal law.

(3)   Nothing in paragraph (b)(1) authorizes Enforcement to withhold a Document, or a part thereof, that
contains material exculpatory evidence.

(c) Withheld Document List The Hearing Officer may require Enforcement to submit to the Hearing Officer
a list of Documents withheld pursuant to paragraph (b) or to submit to the Hearing Officer any Document
withheld. Upon review, the Hearing Officer may order Enforcement to make the list or any Document withheld
available to the other Parties for inspection and copying unless federal law prohibits disclosure of the
Document or its existence. A motion to require Enforcement to produce a list of Documents withheld pursuant
to paragraph (b) shall be based upon some reason to believe that a Document is being withheld in violation of
the Code.

(d) Timing of Inspection and Copying The Hearing Officer shall determine the schedule of production
of documents pursuant to this Rule. Unless otherwise ordered by the Hearing Officer, Enforcement shall
commence making Documents available to a Respondent for inspection and copying pursuant to this Rule
not later than 21 days after service of the Respondent's answer or, if there are multiple Respondents, not
later than 21 days after the last timely answer is filed. If a Respondent in a multi-Respondent case fails to
answer, Enforcement shall make Documents available to all other Respondents not later than the later of:
 

(1)   21 days after the filing date of the last timely answer, or

(2)   the expiration of the second period provided for filing an answer as set forth in Rule 9215(f).

(e) Place and Time of Inspection and Copying Documents subject to inspection and copying pursuant
to this Rule shall be made available to the Respondent for inspection and copying at the Exchange office
where they are ordinarily maintained, or at such other office as the Hearing Officer, in his or her discretion,
shall designate, or as the Parties otherwise agree. A Respondent shall be given access to the Documents
during normal business hours. A Respondent shall not be given custody of the Documents or be permitted to
remove the Documents from the Exchange's offices.

(f) Copying Costs A Respondent may obtain a photocopy of all Documents made available for inspection. A
Respondent shall be responsible for the cost of photocopying. Unless otherwise ordered, charges for copies
made at the request of a Respondent shall be at a rate to be established by the Exchange.

(g) Failure to Make Documents Available — Harmless Error In the event that a Document required to be
made available to a Respondent pursuant to this Rule is not made available by Enforcement, no rehearing
or amended decision of a proceeding already heard or decided shall be required unless the Respondent
establishes that the failure to make the Document available was not harmless error. The Hearing Officer, or,
upon review under Rule 9310, the Exchange Board of Directors, shall determine whether the failure to make
the document available was not harmless error, applying applicable Exchange, FINRA, SEC, and federal
judicial precedent.

Adopted: July 1, 2013 (NYSE-2013-02).
Amendment: November 13, 2015 (NYSE-2015-35).
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(a) Content and Timing of Requests A Respondent who requests that the Exchange invoke Rule 8210 to
compel the production of Documents or testimony at the hearing shall do so in writing and serve copies on all
Parties. Such request shall: be submitted to the Hearing Officer no later than 21 days before the scheduled
hearing date; describe with specificity the Documents, the category or type of Documents, or the testimony
sought; state why the Documents, the category or type of Documents, or the testimony are material; describe
the requesting Party's previous efforts to obtain the Documents, the category or type of Documents, or the
testimony through other means; and state whether the custodian of each Document, or the custodian of the
category or type of Documents, or each proposed witness is subject to the Exchange's jurisdiction.

(b) Standards for Issuance A request that the Exchange compel the production of Documents or testimony
shall be granted only upon a showing that: the information sought is relevant, material, and non-cumulative;
the requesting Party has previously attempted in good faith to obtain the desired Documents and testimony
through other means but has been unsuccessful in such efforts; and each of the persons from whom the
Documents and testimony are sought is subject to the Exchange's jurisdiction. In addition, the Hearing Officer
shall consider whether the request is unreasonable, oppressive, excessive in scope, or unduly burdensome,
and whether the request should be denied, limited, or modified.

(c) Limitations on Requests If, after consideration of all the circumstances, the Hearing Officer determines
that a request submitted pursuant to this Rule is unreasonable, oppressive, excessive in scope, or unduly
burdensome, he or she shall deny the request, or grant it only upon such conditions as fairness requires. In
making the foregoing determination, the Hearing Officer may inquire of the other Parties whether they shall
stipulate to the facts sought to be proved by the Documents or testimony sought. If the Hearing Officer grants
the request, the Hearing Officer shall order that requested Documents be produced to all Parties not less than
ten days before the hearing, and order that witnesses whose testimony was requested appear and testify
at the hearing. If the Hearing Officer grants the request ten or fewer days before a hearing on the merits is
scheduled to begin or after such hearing begins, the Documents or testimony shall be produced immediately
to all Parties.

Adopted: July 1, 2013 (NYSE-2013-02).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

92

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+SX-PMANU-NYSE9252%294d65eca67b9d100099e2d8d385ad1694032?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, Rule 9253., New York Stock
Exchange, Production of Witness Statements

Click to open document in a browser

(a) Availability Notwithstanding the provisions of Rule 9251(b),
 

(1)   A Respondent in a disciplinary proceeding may file a motion requesting that Enforcement produce for
inspection and copying any statement of any person called or to be called as a witness by Enforcement
that pertains, or is expected to pertain, to his or her direct testimony and which is "a stenographic,
mechanical, electrical, or other recording, or a transcription thereof, which is a substantially verbatim
recital of an oral statement made by said witness and recorded contemporaneously with the making of
such oral statement," as that phrase is used in 18 U.S.C. §3500(e)(2).

(2)   A Respondent in a disciplinary proceeding may also file a motion requesting that Enforcement
produce for inspection and copying any contemporaneously written statement made by an Interested Staff
member during a routine examination or inspection about the substance of oral statements made by a
non-Exchange person when

(A) either the Interested Staff member or non-Exchange person is called as a witness by
Enforcement, and

(B) that portion of the statement for which production is sought directly relates to the Interested Staff
member's testimony or the testimony of the non-Exchange witness.

(b) Failure to Produce — Harmless Error In the event that a statement required to be made available for
inspection and copying by a Respondent is not provided by Enforcement, there shall be no rehearing of a
proceeding already heard, or issuance of an amended decision in a proceeding already decided, unless
the Respondent establishes that the failure to provide the statement was not harmless error. The Hearing
Officer, or upon review under Rule 9310, the Exchange Board of Directors, shall determine whether the failure
to provide any statement was not harmless error, applying applicable Exchange, FINRA, SEC, and federal
judicial precedent.

Adopted: July 1, 2013 (NYSE-2013-02).
Amendment: November 13, 2015 (NYSE-2015-35).
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(a) Submission of Documentary Evidence and List of Witnesses Before Hearing No later than ten
days before the hearing, or at such earlier date as may be specified by the Hearing Officer, each Party shall
submit to all other Parties and to the Hearing Officer copies of documentary evidence and the names of the
witnesses each Party intends to present at the hearing. The documentary evidence submitted by the Parties
prior to the hearing pursuant to this paragraph shall not become part of the record, unless the Hearing Officer,
Hearing Panel, or Extended Hearing Panel orders some or all of it included pursuant to Rule 9267(a)(8). The
Hearing Officer may order each Party to refrain from submitting its documentary evidence to the Hearing
Officer.

(b) Party's Right to Be Heard If a hearing is held, a Party shall be entitled to be heard in person, by counsel,
or by the Party's representative.

(c) Request to Submit Additional Evidence Notwithstanding paragraph (a), a Party, for good cause shown,
may seek to submit any additional evidence at the hearing as the Hearing Officer, in his or her discretion,
determines may be relevant and necessary for a complete record.

Adopted: July 1, 2013 (NYSE-2013-02).
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A person who is subject to the jurisdiction of the Exchange shall testify under oath or affirmation. The oath or
affirmation shall be administered by a court reporter or a notary public.

Adopted: July 1, 2013 (NYSE-2013-02).
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(a) Criteria for Receiving and Excluding Evidence The Hearing Officer shall receive relevant evidence, and
may exclude all evidence that is irrelevant, immaterial, unduly repetitious, or unduly prejudicial.

(b) Objections Objections to the admission or exclusion of evidence shall be made on the record and shall
succinctly state the grounds relied upon. Excluded material shall be deemed a supplemental document, which
shall be attached to the record and retained under Rule 9267.

Adopted: July 1, 2013 (NYSE-2013-02).
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(a) Pre-hearing After a Respondent's answer has been filed and Documents have been made available to
that Respondent for inspection and copying pursuant to Rule 9251, the Respondent or Enforcement, without
leave of the Hearing Officer, may make a motion for summary disposition of any or all the causes of action
in the complaint with respect to that Respondent, as well as any defense raised in a Respondent's answer.
All pre-hearing motions for summary disposition and supporting papers shall be filed at least 21 days before
the time set for the hearing, or at such earlier time as ordered by the Hearing Officer. Notwithstanding the
provisions of Rule 9146(d), any opposition or response to a pre-hearing motion for summary disposition shall
be filed at least seven days before the time set for the hearing.

(b) After Commencement of Hearing on Merits After a hearing on the merits has commenced, a
Respondent or Enforcement may make a motion for summary disposition of any or all of the causes of action
in the complaint with respect to that Respondent or defenses raised in that Respondent's answer only with
leave of the Hearing Officer.

(c) Case Not Fully Adjudicated on Motion If on motion under this rule a decision is not rendered upon
the whole case or for all the relief asked and a hearing is necessary, the Hearing Panel or, if applicable, the
Extended Hearing Panel, at the hearing of the motion, by examining the pleadings and the evidence before
it and by questioning counsel, shall, if practicable, ascertain what material facts exist without substantial
controversy and what material facts are actually and in good faith controverted. It shall thereupon make an
order specifying the facts that appear without substantial controversy, and directing such further proceedings
in the action as are just. Upon the hearing of the action the facts so specified shall be deemed established,
and the hearing shall be conducted accordingly.

(d) Form of Papers A motion for summary disposition pursuant to paragraph (a) shall be accompanied by the
following: a statement of undisputed facts; a supporting memorandum of points and authorities; and affidavits
or declarations that set forth such facts as would be admissible at the hearing and show affirmatively that
the affiant is competent to testify to the matters stated therein. A memorandum of points and authorities in
support or opposition shall not exceed 35 pages.

(e) Rulings on Motion The Hearing Officer may promptly deny or defer decisions on any motion for summary
disposition, however, only the Hearing Panel or, if applicable, the Extended Hearing Panel, may grant a
motion for summary disposition, except the Hearing Officer may grant motions for summary disposition with
respect to questions of jurisdiction. The Hearing Panel or, if applicable, the Extended Hearing Panel, may
grant the motion for summary disposition if there is no genuine issue with regard to any material fact and the
Party that files the motion is entitled to summary disposition as a matter of law. If a Party files a motion under
paragraph (a), the facts alleged in the pleadings of the Party against whom the motion is made shall be taken
as true, except as modified by stipulations or admissions made by the non-moving Party, by uncontested
affidavits or declarations, or by facts officially noticed pursuant to Rule 9145. If a Party opposing a motion
for summary disposition made under paragraph (a) cannot present, by affidavit prior to the hearing, facts
essential to justify the Party's opposition to the motion, the Hearing Panel or, if applicable, the Extended
Hearing Panel, may deny the motion for summary disposition or defer the decision on the motion.

Adopted: July 1, 2013 (NYSE-2013-02).
Amendment: November 13, 2015 (NYSE-2015-35).
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(a) Recordation A hearing shall be recorded by a court reporter and a transcript shall be prepared. Unless
otherwise ordered by a Hearing Officer, a pre-hearing conference shall be recorded by a court reporter and a
transcript shall be prepared.

(b) Availability of a Transcript A transcript of a pre-hearing conference and a transcript of a hearing shall be
available to a Party for purchase from the court reporter at prescribed rates. A witness may purchase from the
court reporter a transcript of his or her own testimony.

(c) Transcript Correction Prior to the filing of post-hearing briefs or proposed findings and conclusions,
or within such earlier time as ordered by the Hearing Officer, a Party or witness may seek to correct his or
her transcript. A proposed correction of the transcript shall be submitted to the Hearing Officer by affidavit.
Upon notice to all Parties to the disciplinary proceeding, the Hearing Officer may order the correction to the
transcript as requested or sua sponte.

Adopted: July 1, 2013 (NYSE-2013-02).
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(a) Discretion of Hearing Officer to Require Proposed Findings of Fact, Conclusions of Law, and Post-
Hearing Briefs At the discretion of the Hearing Officer, the Parties may be ordered to file proposed findings
of facts and conclusions of law, or post-hearing briefs, or both. The Hearing Officer may order that such
proposed findings and conclusions be filed together with, or as part of, post-hearing briefs.

(b) Reference to Record Required Proposed findings of fact or other statements of fact in briefs shall be
supported by specific references to the record.

(c) Period for Filing In any case in which the Hearing Officer ordered the filing of proposed findings or
conclusions of law, or post-hearing briefs, the Hearing Officer shall, after consultation with the Parties,
prescribe the period within which proposed findings and conclusions of law and post-hearing briefs are to be
filed. Such period shall be reasonable under all the circumstances but the total period allowed for the filing
of post-hearing submissions shall not exceed 60 days after the conclusion of the hearing unless the Hearing
Officer, for good cause shown, permits a different period and sets forth in an order the reasons why a longer
period is necessary.

(d) Form, Length of Papers Unless the Hearing Officer orders otherwise, each post-hearing submission
shall not exceed 25 pages, exclusive of cover sheets, tables of contents, and tables of authorities.

Adopted: July 1, 2013 (NYSE-2013-02).
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(a) Contents of the Record, Retention The record shall consist of:
 

(1)   the complaint, answers, each notice of hearing, pre-hearing order, and any amendments thereto;

(2)   each application, motion, submission, and other paper, and any amendments, motions, objections,
and exceptions to or regarding them;

(3)   each transcript of a pre-hearing conference and of a hearing, and each stipulation, transcript of
testimony, Document, and other item admitted into evidence;

(4)   each written communication accepted at the discretion of the Hearing Officer;

(5)   with respect to a motion to disqualify a Hearing Officer under Rule 9233 or a Panelist under Rule
9234, each affidavit or transcript of testimony taken and the ruling made in connection with the request;

(6)   all proposed findings and conclusions;

(7)   each written ruling, order, and decision issued by the Chief Hearing Officer, Hearing Officer, Hearing
Panel or, if applicable, Extended Hearing Panel; and,

(8)   any other Document or item accepted into the record by the Hearing Officer, the Hearing Panel or, if
applicable, the Extended Hearing Panel.

(b) Supplemental Documents Attached To Record; Retention
(1)   A supplemental Document attached to the record is any Document submitted to the Hearing Officer
that did not become part of the record, including:

(A) a Document not admitted by the Hearing Officer, Hearing Panel or, if applicable, the Extended
Hearing Panel;

(B) any matter stricken from any filing or stricken during an oral presentation, including any matter
stricken from any filing or stricken during any oral presentation because the Adjudicator
determined it was scandalous or impertinent as provided in Rule 9136(e); and

(C) a list of Documents, if any, that a Respondent unsuccessfully sought by motion to inspect and
copy under Rule 9251(c).

(2)   A supplemental Document attached to the record shall not constitute part of the record, but shall
be retained until the date upon which the Exchange's decision becomes final disciplinary action or, if
applicable, upon the conclusion of any review by the SEC or the federal courts.

(c) Substitution of Copies Parties may submit to the Hearing Officer for substitution a true copy of a
Document in the record.

Adopted: July 1, 2013 (NYSE-2013-02).
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(a) Majority Decision Within 60 days after the final date allowed for filing proposed findings of fact,
conclusions of law, and post-hearing briefs, or by a date established at the discretion of the Chief Hearing
Officer, the Hearing Officer shall prepare a written decision that reflects the views of the Hearing Panel or, if
applicable, the Extended Hearing Panel, as determined by majority vote.

(b) Contents of Decision The decision shall include:
 

(1)   a statement describing the investigative or other origin of the disciplinary proceeding, if not otherwise
contained in the record;

(2)   the specific statutory or rule provisions that were alleged to have been violated;

(3)   a statement setting forth the findings of fact with respect to any act or practice the Respondent was
alleged to have committed or omitted;

(4)   the conclusions of the Hearing Panel, or Extended Hearing Panel, as to whether the Respondent
violated any provision alleged in the complaint;

(5)   a statement of the Hearing Panel, or the Extended Hearing Panel, in support of the disposition of the
principal issues raised in the proceeding;

(6)   a statement describing any sanction imposed, the reasons therefor, and the date upon which such
sanction shall become effective. Unless otherwise provided in the decision, the sanction(s) shall become
effective pursuant to paragraph (f) of this Rule; and

(7)   a statement, when the sanctions include a permanent cease and desist order, that is consistent with
the requirements of Rule 9291(a) concerning the content, scope, and form of a permanent cease and
desist order.

(c) Dissenting Opinion Within 65 days after the final date allowed for filing proposed findings of fact and
conclusions of law, and post-hearings briefs, or by a date established at the discretion of the Chief Hearing
Officer, the Hearing Officer or any Panelist may prepare a written dissenting opinion.

(d) Service, Notice, and Dissemination Requirements The Office of Hearing Officers shall promptly serve
the decision of the Hearing Panel, or the Extended Hearing Panel, and any dissenting opinion on the Parties;
publish notice of the decision and any dissenting opinion in the Central Registration Depository; and provide
a copy of the decision and any dissenting opinion to each member organization with which a Respondent is
associated.

(e) Review
(1)   If a request for review is not timely filed pursuant to Rule 9310, the majority decision shall constitute
final disciplinary action of the Exchange for purposes of SEA Rule 19d-1(c)(1).

(2)   A majority decision with respect to an Exchange member that is an affiliate of the Exchange shall
constitute final disciplinary action of the Exchange for purposes of SEC Rule 19d-1(c)(1) and may not be
reviewed pursuant to Rule 9310.

(f) Effectiveness of Sanctions Unless otherwise provided in the majority decision issued under paragraph
(a) of this Rule:
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(1)   a sanction (other than a bar or an expulsion) specified in a decision constituting final disciplinary
action of the Exchange for purposes of SEA Rule 19d-1(c)(1) shall become effective on a date to be
determined by the Exchange; and

(2)   a bar or an expulsion specified in a decision shall become effective immediately upon the decision
becoming the final disciplinary action of the Exchange for purposes of SEA Rule 19d-1(c)(1).

Adopted: July 1, 2013 (NYSE-2013-02).
Amendments: April 22, 2014 (NYSE-2014-20); August 24, 2016 (NYSE-2016-40).
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(a) Issuance of Default Decisions
(1)   The Hearing Officer may issue a default decision against a Respondent that fails to answer the
complaint within the time afforded under Rule 9215, or a Party that fails to appear at a pre-hearing
conference held pursuant to Rule 9241 of which the Party has due notice, or a Party that fails to appear
at any hearing that the Party is required to attend under the Rule 9200 Series of which the Party has due
notice.

(2)   If the defaulting Party is the Respondent, the Hearing Officer may deem the allegations against that
Respondent admitted. If the Defaulting Party is Enforcement, the Hearing Officer may issue a default
decision ordering that the complaint be dismissed with prejudice.

(3)   The Hearing Officer may order a Party that fails to appear at the prehearing conference or the hearing
to pay the costs incurred by other Parties in connection with their appearance.

(4)   The Office of Hearing Officers shall provide a copy of the default decision to each member
organization with which a Respondent is associated.

(b) Contents of Decision The contents of a default decision shall conform to the requirements of Rule
9268(b).

(c) Review of Default Decision Party may, for good cause shown, file a motion to set aside a default,
dismissal, and the imposition of costs. Upon a showing of good cause, the Hearing Officer that entered the
original order shall decide the motion. If the Hearing Officer that issued the original order is not available, the
Chief Hearing Officer shall appoint another Hearing Officer to decide the motion.

(d) Final Disciplinary Action of the Exchange; Effectiveness of Sanctions If a request for a review of a
default decision is not filed pursuant to Rule 9310 within 25 days after the date the Office of Hearing Officers
serves it on the Parties, the default decision shall become the final disciplinary action of the Exchange for
purposes of SEA Rule 19d-1(c)(1). Unless otherwise provided in the default decision, the sanctions shall
become effective on a date to be determined by Regulatory Staff, except that a bar or expulsion shall become
effective immediately upon the default decision becoming the final disciplinary action of the Exchange. The
decision shall be served on a Respondent by courier or other means reasonably likely to obtain prompt
service when the sanction is a bar or an expulsion.

Adopted: July 1, 2013 (NYSE-2013-02).
Amendments: November 13, 2015 (NYSE-2015-35); August 24, 2016 (NYSE-2016-40).
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(a) When Offer Allowed; No Stay of Proceeding A Respondent who is notified that a proceeding has
been instituted against him or her may propose in writing an offer of settlement at any time. If a Respondent
proposes an offer of settlement before the hearing on the merits has begun, the making of an offer of
settlement shall not stay the proceeding, unless otherwise decided by the Hearing Officer. If a Respondent
proposes an offer of settlement after the hearing on the merits has begun, the making of an offer of settlement
shall not stay the proceeding, unless otherwise decided by the Hearing Panel or, if applicable, the Extended
Hearing Panel.

(b) Settlement Offer Shall Conform to Rule A Respondent who makes an offer of settlement shall do so
in conformity with the provisions of this Rule and shall not make such an offer of settlement frivolously or
propose a sanction inconsistent with the seriousness of the violations to be found.

(c) Content and Signature Requirements An offer of settlement shall be in writing and signed by the person
making the offer, and, if the person is represented by counsel or a representative, signed also by the counsel
or representative. The offer of settlement shall contain in reasonable detail:
 

(1)   a statement describing the investigative or other origin of the disciplinary action;

(2)   the specific statutory or rule provisions that the member organization or covered person is alleged to
have violated;

(3)   a statement containing the acts or practices which the member organization or covered person is
alleged to have engaged in or omitted;

(4)   a statement consenting to findings of fact and violations consistent with the statements contained in
the offer of settlement required by paragraphs (c)(2) and (c)(3);

(5)   a description of the proposed sanction and the effective date of any sanction(s) imposed, or a
statement that the effective date of the sanction(s) will be a date to be determined by Regulatory Staff; and

(6)   if applicable, a proposed permanent cease and desist order to be imposed that is consistent with the
requirements of Rule 9291(a) concerning the content, scope, and form of a permanent cease and desist
order.

(d) Waiver
(1)   If a Respondent submits an offer of settlement, by the submission such Respondent waives:

(A) any right of such Respondent to a hearing before a Hearing Panel or, if applicable, an Extended
Hearing Panel, and any right of review by the Exchange Board of Directors, the SEC, and the
courts, or any right otherwise to challenge or contest the validity of the order issued, if the offer of
settlement and order of acceptance are accepted;

(B) any right of such Respondent to claim bias or prejudgment of the Chief Hearing Officer,
Hearing Officer, a Hearing Panel or, if applicable, an Extended Hearing Panel, a Panelist on a
Hearing Panel, or, if applicable, an Extended Hearing Panel, the CRO, the Exchange Board of
Directors, Counsel to the Exchange Board of Directors, or any Director, in connection with such
person's or body's participation in discussions regarding the terms and conditions of the offer
of settlement and the order of acceptance, or other consideration of the offer of settlement and
order of acceptance, including acceptance, or rejection of such offer of settlement and order of
acceptance; and
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(C) any right of such Respondent to claim that a person or body violated the ex parte prohibitions
of Rule 9143 or the separation of functions prohibitions of Rule 9144, in connection with such
person's or body's participation in discussions regarding the terms and conditions of the offer
of settlement and the order of acceptance, or other consideration of the offer of settlement and
order of settlement, including acceptance or rejection of such offer of settlement and order of
acceptance.

(2)   If an offer of settlement and an order of acceptance are rejected, the Respondent shall be bound
by the waivers made in this paragraph (d) for conduct by persons or bodies occurring during the period
beginning from the date the offer of settlement was submitted and ending upon the rejection of the offer of
settlement and order of acceptance.

(e) Contested Offers of Settlement Deemed Rejected If a Respondent makes an offer of settlement and
Enforcement opposes it, the offer of settlement is contested. A contested offer of settlement shall be deemed
rejected, shall not be transmitted to the Office of Hearing Officers, CRO, or Hearing Panel or Extended
Hearing Panel, and shall not constitute a part of the record in any proceeding against the Respondent making
the offer.

(f) Uncontested Offers of Settlement If a Respondent makes an offer of settlement and Enforcement does
not oppose it, the offer of settlement is uncontested. If an offer of settlement is determined to be uncontested
by Enforcement before a hearing on the merits has begun, Enforcement shall transmit the uncontested
offer of settlement and a proposed order of acceptance to the CRO with its recommendation. If an offer
of settlement is determined to be uncontested by Enforcement after a hearing on the merits has begun,
Enforcement shall transmit the offer of settlement and a proposed order of acceptance to the Hearing Panel
or, if applicable, the Extended Hearing Panel to be accepted or not accepted.
 

(1)   A proposed order of acceptance shall make findings of fact, including a statement of the rule,
regulation, or statutory provision violated, and impose sanctions (including, if applicable, a permanent
cease and desist order) consistent with the terms of the offer of settlement.

(2)   Before an offer of settlement and an order of acceptance shall become effective, they shall be
submitted to and accepted by the CRO, the Hearing Panel, or if applicable, Extended Hearing Panel.
The CRO, Hearing Panel, or if applicable, Extended Hearing Panel, may or may not accept such offer of
settlement and order of acceptance.

(3)   If the offer of settlement and order of acceptance are accepted by the CRO, the Hearing Panel
or, if applicable, Extended Hearing Panel, they shall be issued and shall be sent to each Director and
each member of the Committee for Review via courier, express delivery or electronic means. The offer
of settlement and order of acceptance shall become final 25 days after they are sent to each Director
and each member of the Committee for Review, unless review by the Exchange Board of Directors
is requested pursuant to Rule 9310(a)(1). Enforcement shall provide a copy of an issued order of
acceptance to each member organization with which a Respondent is associated.

(g) Final Disciplinary Action of the Exchange The proceeding shall conclude as of the date the order of
acceptance is final. The final order of acceptance shall constitute final disciplinary action of the Exchange.
The sanction shall take effect as set forth in the order.

(h) Uncontested Offer of Settlement Not Accepted If an uncontested offer of settlement or an order of
acceptance is not accepted by the CRO, the Hearing Panel or the Extended Hearing Panel, the Respondent
shall be notified in writing and the offer of settlement and proposed order of acceptance shall be deemed
withdrawn. An offer and a proposed order of acceptance that are not accepted shall not constitute a part of
the record in any proceeding against the Respondent making the offer.
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(i) Disciplinary Proceeding With Multiple Respondents When a disciplinary proceeding names multiple
Respondents, settlement offers may be accepted or rejected as to any one or all of the Respondents
submitting offers. The proceedings shall thereafter be terminated as to those Respondents whose offers of
settlement are accepted, but such Respondents may be required to participate in any hearing conducted as
to those Respondents that did not submit offers of settlement or whose offers of settlement were rejected.

(j) No Prejudice from Rejected Offer of Settlement If an offer of settlement is rejected by the CRO, a
Hearing Panel or Extended Hearing Panel, the Respondent shall not be prejudiced by the offer, which may
not be introduced into evidence in connection with the determination of the issues involved in the pending
complaint or in any other proceeding.

Adopted: July 1, 2013 (NYSE-2013-02).
Amendments: November 13, 2015 (NYSE-2015-35); August 24, 2016 (NYSE-2016-40).
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(a) Persons Subject to Sanctions If a Party, attorney for a Party, or other person authorized to represent
others by Rule 9141, engages in conduct in violation of an order of a Hearing Officer, a Hearing Panel or,
if applicable, an Extended Hearing Panel, or other contemptuous conduct during a proceeding, a Hearing
Officer, Hearing Panel or, if applicable, an Extended Hearing Panel, may:
 

(1)   subject the Party, attorney for a Party, or other person authorized to represent others by Rule 9141, to
the sanctions set forth in paragraph (b); and

(2)   exclude an attorney for a Party, or other person authorized to represent others by Rule 9141, under
Rule 9150.

(b) Sanctions Other Than Exclusion A Hearing Officer, Hearing Panel or, if applicable, an Extended
Hearing Panel, may make such orders as are just in regard to a Party, an attorney for a Party, or other person
authorized to represent others by Rule 9141.
 

(1)   Such orders may include:
(A) an order providing that the matters on which the order is made or any other designated facts

shall be taken to be established for the purposes of the disciplinary proceeding in accordance
with the claim of the Party obtaining the order;

(B) an order providing that the disobedient Party may not support or oppose designated claims or
defenses, or may not introduce designated matters in evidence;

(C) an order providing that pleadings or a specified part of the pleading shall be stricken, or an order
providing that the proceeding shall be stayed until the Party subject to the order obeys it;

(D) in lieu of any of the foregoing orders or in addition thereto, an order providing that contemptuous
conduct includes the failure to obey any order; and

(E) an order as provided in subparagraphs (A), (B), and (C) where a Party has failed to comply with
an order to produce a person for examination, unless the Party failing to comply shows that such
Party is unable to produce such person for examination.

(2)   A Party that without substantial justification fails to disclose information required by the Rule 9240
Series and the Rule 9250 Series or otherwise required by order of the Hearing Officer, Hearing Panel or,
if applicable, the Extended Hearing Panel, shall not, unless such failure is harmless, be permitted to use
as evidence at a hearing, in a motion or in any other filing of papers, or in oral argument, any witness or
information not so disclosed. In addition to, or in lieu of this sanction, the Hearing Officer, Hearing Panel
or, if applicable, the Extended Hearing Panel, on motion and after affording an opportunity to be heard,
may impose other appropriate sanctions. These sanctions may include any of the sanctions provided for in
paragraphs (b)(1)(A) through (C).

(c) Review of Exclusions If an attorney for a Party, or other person authorized to represent others by Rule
9141, is excluded from a disciplinary hearing or conference, or any portion thereof, such attorney or other
person may seek review of the exclusion by filing a motion to vacate with the Chief Hearing Officer. Such
motion to vacate shall be filed and served on all Parties within five days after service of the exclusion order.
Any response shall be filed with the Chief Hearing Officer and served on all Parties within five days after the
service of the motion to vacate. The Chief Hearing Officer shall consider such motion on an expedited basis
and promptly issue a written order. The filing of a motion to vacate shall stay all aspects of the disciplinary
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proceeding until at least seven days after service of the order of the Chief Hearing Officer. The review
proceedings shall be conducted on the basis of the written record without oral argument.

(d) Adjournment The hearing, conferences, or other activities relating to the disciplinary proceeding shall
be stayed pending the review by the Chief Hearing Officer of an exclusion order in paragraph (c). In the
event that the Chief Hearing Officer upholds an exclusion of an attorney or other person authorized to
represent others by Rule 9141, the Hearing Officer may, upon motion by a Party represented by an attorney
or other person subject to an order of exclusion, grant an adjournment to allow the retention of new counsel
or selection of a new representative. In determining whether to grant an adjournment or the length of an
adjournment, the Hearing Officer shall consider whether there are other counsel or representatives of record
on behalf of the Party, the availability of other counsel or other members of an excluded attorney's firm, or the
availability of other representatives for the Party, and any other relevant factors.

Adopted: July 1, 2013 (NYSE-2013-02).

Copyright 2019, NYSE Group, Inc. All rights reserved.
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For any disciplinary proceeding, the subject matter of which also is subject to a temporary cease and desist
proceeding initiated pursuant to Rule 9810 or a temporary cease and desist order, hearings shall be held and
decisions shall be rendered at the earliest possible time. An expedited hearing schedule shall be determined at a
pre-hearing conference held in accordance with Rule 9241.

Adopted: July 1, 2013 (NYSE-2013-02).
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(a) Content, Scope and Form Requirements When a decision issued under Rule 9268 or Rule 9269 or an
order of acceptance issued under Rule 9270 imposes a permanent cease and desist order, it shall:

(1) order a Respondent (and any successor of a Respondent, where the Respondent is a member
organization) to cease and desist permanently from violating a specific rule or statutory provision;

(2) set forth the violation; and
(3) describe in reasonable detail the act or acts the Respondent (and any successor of a Respondent,

where the Respondent is a member organization) shall take or refrain from taking.

(b) Delivery Requirement Where a Respondent is a member organization, Respondent shall deliver a copy
of a permanent cease and desist order, within one business day of receiving it, to its covered persons.

Adopted: August 24, 2016 (NYSE-2016-40).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

112

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+SX-PMANU-NYSE9291%297cb17ab07c8910009f8a90b11c2ac4f101?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, Rule 9310., New York Stock Exchange, Review by
Exchange Board of Directors

Click to open document in a browser

(a) Request for Review
(1)   (A) Any Party, any Director, and any member of the Committee for Review may require a review by
the Exchange Board of Directors of any determination or penalty, or both, imposed by a Hearing Panel
or Extended Hearing Panel under the Rule 9200 Series, except that neither Party may request a review
by the Exchange Board of Directors of a decision concerning an Exchange member organization that
is an affiliate. A request for review shall be made by filing with the Secretary of the Exchange a written
request therefor, which states the basis and reasons for such review, within 25 days after notice of the
determination and/or penalty is served upon the Respondent. The Secretary of the Exchange shall give
notice of any such request for review to the Parties.

(B) In addition to the provisions for review by the Exchange Board of Directors set forth in Rule 9310(a)(1)
(A):

(i) Any Director and any member of the Committee for Review may require a review by the
Exchange Board of Directors of any determination or penalty, or both, imposed in connection
with a letter of acceptance, waiver, and consent under Rule 9216 or an offer of settlement
determined to be uncontested before a hearing on the merits has begun under Rule 9270(f),
except that none of the aforementioned persons may request a review by the Exchange
Board of Directors of a determination or penalty concerning an Exchange member or member
organization that is an affiliate. A request for review shall be made by filing with the Secretary
of the Exchange a written request therefor, which states the basis and reasons for such review,
within 25 days after a letter of acceptance, waiver, and consent or an offer of settlement has
been sent to each Director and each member of the Committee for Review pursuant to Rule
9216(a)(4) or Rule 9270(f)(3). The Secretary of the Exchange shall give notice of any such
request for review to the Parties.

(ii) Any Party may require a review by the Exchange Board of Directors of any rejection by the
CRO of a letter of acceptance, waiver, and consent under Rule 9216 or an offer of settlement
determined to be uncontested before a hearing on the merits has begun under Rule 9270(f),
except that no Party may request a review by the Exchange Board of Directors of a rejection of
a letter of acceptance, waiver, and consent or an offer of settlement concerning an Exchange
member or member organization that is an affiliate. A request for review shall be made by
filing with the Secretary of the Exchange a written request therefor, which states the basis and
reasons for such review, within 25 days after notification pursuant to Rule 9216(a)(3) or Rule
9270(h) that a letter of acceptance, waiver, and consent, or an uncontested offer of settlement or
an order of acceptance is not accepted by the CRO. The Secretary of the Exchange shall give
notice of any such request for review to the Parties.

(2)   In connection with any review under paragraph (a)(1)(A), the Secretary of the Exchange shall
direct the Office of Hearing Officers to complete and transmit a record of the disciplinary proceeding in
accordance with Rule 9267. Within 21 days after the Secretary of the Exchange gives notice of a request
for review to the Parties, or at such later time as the Secretary of the Exchange may designate, the Office
of Hearing Officers shall assemble and prepare an index to the record, transmit the record and the index
to the Secretary of the Exchange, and serve copies of the index upon all Parties. The Hearing Officer
who participated in the disciplinary proceeding, or the Chief Hearing Officer, shall certify that the record
transmitted to the Secretary of the Exchange is complete.
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(b) Review by Exchange Board of Directors Any review by the Exchange Board of Directors shall be based
on oral arguments and written briefs and shall be limited to consideration of the record before the Hearing
Panel or Extended Hearing Panel. Upon review, the Exchange Board of Directors, by the affirmative vote of a
majority of the Exchange Board of Directors then in office, may sustain any determination or penalty imposed
(including the terms of any permanent cease and desist order), or both, may modify or reverse any such
determination, and may increase, decrease or eliminate any such penalty, or impose any penalty permitted
under the Exchange's rules, as it deems appropriate. Unless the Exchange Board of Directors otherwise
specifically directs, the determination and penalty, if any, of the Exchange Board of Directors after review
shall be final and conclusive subject to the provisions for review of the Securities Exchange Act of 1934.

(c) Remand Notwithstanding the foregoing, if either Party upon review applies to the Exchange Board of
Directors for leave to adduce additional evidence, and shows to the satisfaction of the Exchange Board of
Directors that the additional evidence is material and that there were reasonable grounds for failure to adduce
it before the Hearing Panel or Extended Hearing Panel, the Exchange Board of Directors may remand
the case for further proceedings, in whatever manner and on whatever conditions the Exchange Board of
Directors considers appropriate.

(d) Chief Executive Officer Notwithstanding any other provisions of this Rule 9000 Series, the Chief
Executive Officer may not require a review by the Exchange Board of Directors under this Rule and shall
be recused from deliberations and actions of the Exchange Board of Directors with respect to matters to be
reviewed by the Exchange Board of Directors under this Rule.

Adopted: July 1, 2013 (NYSE-2013-02).
Amendments:  October 18, 2013 (NYSE-2013-70); November 13, 2015 (NYSE-2015-35); September 28, 2015 (NYSE-2015-27);
August 24, 2016 (NYSE-2016-40).
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(a) Purpose The Rule 9520 Series sets forth procedures for a covered person to become or remain
associated with a member organization, notwithstanding the existence of a statutory disqualification as
defined in Section 3(a)(39) of the Exchange Act and for a current member organization or covered person to
obtain relief from the eligibility or qualification requirements of the Exchange's Rules. Such actions hereinafter
are referred to as "eligibility proceedings."

(b) Definitions
(1)   The term "Application" means FINRA's Form MC-400 for covered persons or Form MC-400A for
member organizations, filed with FINRA's Department of Registration and Disclosure ("RAD").

(2)   The term "disqualified member organization" means a broker, dealer, municipal securities broker or
dealer, government securities broker or dealer, or member organization that is or becomes subject to a
disqualification or is otherwise ineligible for membership under Exchange rules.

(3)   The term "disqualified person" means a covered person or person seeking to become a covered
person who is or becomes subject to a disqualification or is otherwise ineligible for association under
Exchange rules.

(4)   The term "sponsoring member organization" means the member organization or applicant for
membership pursuant to Exchange rules that is sponsoring the association or continued association of a
disqualified person to be admitted, readmitted, or permitted to continue in association.

Adopted: July 1, 2013 (NYSE-2013-02).
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(a) Initiation by the Exchange
(1) Issuance of Notice of Disqualification or Ineligibility If Exchange staff has reason to believe
that a disqualification exists or that a member organization or covered person otherwise fails to meet
the eligibility requirements of the Exchange, Exchange staff shall issue a written notice to the member
organization or applicant for membership under Exchange rules. The notice shall specify the grounds
for such disqualification or ineligibility. Exchange staff shall not issue such written notice to member
organizations or applicants for membership under Exchange rules with respect to disqualifications
arising solely from findings or orders specified in Section 15(b)(4)(D), (E), or (H) of the Exchange Act or
arising under Section 3(a)(39)(E) of the Exchange Act, unless the member organization or applicant for
membership under Exchange rules is required to file an application pursuant to an Information Memo
entitled "Eligibility Proceedings: Exchange Rule 9520 Series to Establish Procedures Applicable to
Member Organizations and Covered Persons Subject to Certain Statutory Disqualifications" (the "SD
Information Memo").

(2) Notice Regarding a Member Organization A notice issued to a disqualified member organization
shall state that the disqualified member organization may apply for relief by filing an application or, in the
case of a matter set forth in Rule 9522(e)(1), a written request for relief, within ten business days after
service of the notice. If the member organization fails to file the application or, where appropriate, the
written request for relief, within the 10-day period, the membership of the member organization shall be
canceled, unless the Department of Member Regulation grants an extension for good cause shown.

(3) Notice Regarding a Covered Person A notice issued regarding a disqualified person to a member
organization or applicant for membership under Exchange rules shall state that such member organization
or applicant for membership may file an application on behalf of itself and such covered person or, in
the case of a matter set forth in Rule 9522(e)(1), a written request for relief, within ten business days
after service of the notice. If the member organization fails to file the application or, where appropriate,
the written request for relief, within the 10-day period, the registration of the disqualified person shall be
revoked, unless the Department of Member Regulation grants an extension for good cause shown.

(4) Service A notice issued under this paragraph (a) shall be served pursuant to Rules 9131 and 9134.

(b) Obligation of Member Organization to Initiate Proceeding
(1)   A member organization shall file an application or, in the case of a matter set forth in Rule 9522(e)
(1), a written request for relief, with RAD, if the member organization determines prior to receiving a notice
under paragraph (a) that:

(A) it has become a disqualified member organization;
(B) a covered person associated with such member organization or whose association is proposed

by an applicant for membership under Exchange rules has become a disqualified person; or
(C) the member organization or applicant for membership under Exchange rules wishes to sponsor

the association of a covered person who is a disqualified person.

(2)   For any disqualifications arising solely from findings or orders specified in Section 15(b)(4)(D), (E), or
(H) of the Exchange Act or arising under Section 3(a)(39)(E) of the Exchange Act, a member organization
shall not file an application unless instructed to do so by the SD Information Memo.

(c) Withdrawal of Application A member organization may withdraw its application or written request for
relief prior to a hearing by filing a written notice with RAD pursuant to Rules 9135, 9136, and 9137. A member
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organization may withdraw its application after the start of a hearing but prior to the issuance of a decision
by the Exchange Board of Directors by filing a written notice with RAD and the CRO pursuant to Rules 9135,
9136, and 9137.

(d) Ex Parte Communications The prohibitions against ex parte communications set forth in Rule 9143 shall
become effective under the Rule 9520 Series when Exchange staff has initiated the eligibility proceeding and
Exchange staff has knowledge that a member organization intends to file an application or written request for
relief pursuant to the Rule 9520 Series.

(e) Member Regulation Consideration
(1) Matters that may be Approved by the Department of Member Regulation without the Filing of
an Application The Department of Member Regulation, as it deems consistent with the public interest
and the protection of investors, is authorized to approve a written request for relief from the eligibility
requirements by a disqualified member organization or a sponsoring member organization without the
filing of an application by such disqualified member organization or sponsoring member organization
if a disqualified member organization or disqualified person is subject to one or more of the following
conditions but is not otherwise subject to disqualification:

(A) a disqualified member organization or disqualified person is subject to a disqualification
based on an injunction that was entered ten or more years prior to the proposed admission or
continuance by order, judgment, or decree of any court of competent jurisdiction from acting
as an investment adviser, underwriter, broker, dealer, municipal securities dealer, government
securities broker, government securities dealer, transfer agent, foreign person performing a
function substantially equivalent to any of the above, entity or person required to be registered
under the Commodity Exchange Act, or any substantially equivalent foreign statute or regulation,
or as an affiliated person or employee of any investment company, bank, insurance company,
foreign entity substantially equivalent to any of the above, or entity or person required to be
registered under the Commodity Exchange Act or any substantially equivalent foreign statute or
regulation, or from engaging in or continuing any conduct or practice in connection with any such
activity, or in connection with the purchase or sale of any security.

(B) a sponsoring member organization makes a request to change the supervisor of a disqualified
person; or

(C) a disqualified member organization or sponsoring member organization is a member of both the
Exchange and another self-regulatory organization; and:

(i) the other self-regulatory organization intends to file a Notice under SEA Rule 19h-1
approving the membership continuance of the disqualified member organization or, in
the case of a sponsoring member organization, the proposed association or continued
association of the disqualified person; and

(ii) the Department of Member Regulation concurs with that determination.

(2) Matters that may be Approved by the Department of Member Regulation after the Filing of
an Application The Department of Member Regulation, as it deems consistent with the public interest
and the protection of investors, is authorized to approve an application filed by a disqualified member
organization or sponsoring member organization if the disqualified member organization or disqualified
person is subject to one or more of the following conditions but is not otherwise subject to disqualification
(other than a matter set forth in paragraph (e)(1)):

(A) The disqualified person is already a participant in, a member of, or a person associated with
a member of, a self-regulatory organization (other than the Exchange), and the terms and
conditions of the proposed admission to the Exchange are the same in all material respects as
those imposed or not disapproved in connection with such covered person's prior admission
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or continuance pursuant to an order of the SEC under SEA Rule 19h-1 or other substantially
equivalent written communication;

(B) The Department of Member Regulation finds, after reasonable inquiry, that except for the identity
of the employer concerned, the terms and conditions of the proposed admission or continuance
are the same in all material respects as those imposed or not disapproved in connection with a
prior admission or continuance of the disqualified person pursuant to an order of the SEC under
SEA Rule 19h-1 or other substantially equivalent written communication, and that there is no
intervening conduct or other circumstance that would cause the employment to be inconsistent
with the public interest or the protection of investors;

(C) The disqualification previously was a basis for the institution of an administrative proceeding
pursuant to a provision of the federal securities laws, and was considered by the SEC in
determining a sanction against such disqualified person in the proceeding; and the SEC
concluded in such proceeding that it would not restrict or limit the future securities activities of
such disqualified person in the capacity now proposed, or, if it imposed any such restrictions or
limitations for a specified time period, such time period has elapsed;

(D) The disqualification consists of a court order or judgment of injunction or conviction, and such
order or judgment:

(i) expressly includes a provision that, on the basis of such order or judgment, the SEC
will not institute a proceeding against such covered person pursuant to Section 15(b) or
15B of the Exchange Act or that the future securities activities of such covered persons
in the capacity now proposed will not be restricted or limited; or

(ii) includes such restrictions or limitations for a specified time period and such time period
has elapsed;

(E) The disqualified person's functions are purely clerical and/or ministerial in nature; or
(F) The disqualification arises from findings or orders specified in Section 15(b)(4)(D), (E), or (H) of

the Exchange Act or arises under Section 3(a)(39)(E) of the Exchange Act.

(3) Rights of Disqualified Member Organization, Sponsoring Member Organization, Disqualified
Person, and Department of Member Regulation

(A) In the event the Department of Member Regulation does not approve a written request for
relief from the eligibility requirements pursuant to paragraph (e)(1), the disqualified member
organization or sponsoring member organization may file an application, and such member
organization shall have the right to proceed under Rule 9523 or 9524, as applicable. The
Department of Member Regulation may require a disqualified member organization or
sponsoring member organization to file an application with RAD, notwithstanding the provisions
of paragraph (e)(1).

(B) In the event the Department of Member Regulation does not approve an application pursuant to
paragraph (e)(2), the disqualified member organization or sponsoring member organization shall
have the right to proceed under Rule 9523 or 9524, as applicable.

Adopted: July 1, 2013 (NYSE-2013-02).
Amendment:  October 18, 2013 (NYSE-2013-70).
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(a)   With respect to all disqualifications, except those arising solely from findings or orders specified in
Section 15(b)(4)(D), (E) or (H) of the Exchange Act or arising under Section 3(a)(39)(E) of the Exchange
Act, after an application is filed, the Department of Member Regulation may recommend the membership
or continued membership of a disqualified member organization or sponsoring member organization or
the association or continuing association of a disqualified person pursuant to a supervisory plan where the
disqualified member organization, sponsoring member organization, and/or disqualified person, as the case
may be, consent to the recommendation and the imposition of the supervisory plan. The disqualified member
organization, sponsoring member organization, and/or disqualified person, as the case may be, shall execute
a letter consenting to the imposition of the supervisory plan.
 

(1)   If a disqualified member organization, sponsoring member organization, and/or disqualified person
submitted an executed letter consenting to a supervisory plan, by the submission of such letter, the
disqualified member organization, sponsoring member organization and/or disqualified person waive:

(A) the right to a hearing before a Hearing Panel and any right of appeal to the Exchange Board of
Directors, the SEC, and the courts, or otherwise challenge the validity of the supervisory plan, if
the supervisory plan is accepted.

(B) any right of the disqualified member organization, sponsoring member organization, and/or
disqualified person to claim bias or prejudgment by the Department of Member Regulation, the
CRO, the Exchange Board of Directors, or any member of the Exchange Board of Directors, in
connection with such person's or body's participation in discussions regarding the terms and
conditions of the Department of Member Regulation's recommendation or the supervisory plan,
or other consideration of the recommendation or supervisory plan, including acceptance or
rejection of such recommendation or supervisory plan; and

(C) any right of the disqualified member organization, sponsoring member organization, and/or
disqualified person to claim that a person violated the ex parte prohibitions of Rule 9143 or the
separation of functions prohibitions of Rule 9144, in connection with such person's or body's
participation in discussions regarding the terms and conditions of the recommendation or
supervisory plan, or other consideration of the recommendation or supervisory plan, including
acceptance or rejection of such recommendation or supervisory plan.

(2)   If a recommendation or supervisory plan is rejected, the disqualified member organization, sponsoring
member organization, and/or disqualified person shall be bound by the waivers made under paragraph
(a)(1) for conduct by persons or bodies occurring during the period beginning on the date the supervisory
plan was submitted and ending upon the rejection of the supervisory plan and shall have the right to
proceed under this rule and Rule 9524, as applicable.

(3)   If the disqualified member organization, sponsoring member organization, and/or disqualified person
execute the letter consenting to the supervisory plan, it shall be submitted to the CRO by the Department
of Member Regulation with a proposed Notice under SEA Rule 19h-1, where required. The CRO may
accept or reject the recommendation of the Department of Member Regulation and the supervisory plan.

(4)   If the recommendation and supervisory plan is accepted by the CRO, it shall be deemed final
and, where required, the proposed Notice under SEA Rule 19h-1 will be filed by the Exchange. If the
recommendation and supervisory plan are rejected by the CRO, the Exchange may take any other
appropriate action with respect to the disqualified member organization, sponsoring member organization,
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and/or disqualified person. If the recommendation and supervisory plan are rejected, the disqualified
member organization, sponsoring member organization, and/or disqualified person shall not be prejudiced
by the execution of the letter consenting to the supervisory plan under this paragraph (a) and the letter
may not be introduced into evidence in any proceeding.

(b)   With respect to disqualifications arising solely from findings or orders specified in Section 15(b)(4)(D),
(E) or (H) of the Exchange Act or arising under Section 3(a)(39)(E) of the Exchange Act, after an application
is filed, in approving an application under Rule 9522(e)(2)(F), the Department of Member Regulation is
authorized to accept the membership or continued membership of a disqualified member organization
or sponsoring member organization or the association or continuing association of a disqualified person
pursuant to a supervisory plan where the disqualified member organization, sponsoring member organization,
and/or disqualified persons, as the case may be, consent to the imposition of the supervisory plan. The
disqualified member organization, sponsoring member organization, and/or disqualified person, as the
case may be, shall execute a letter consenting to the imposition of the supervisory plan. The Department
of Member Regulation shall prepare a proposed Notice under SEA Rule 19h-1, where required, and the
Exchange shall file such Notice.
 

(1)   If a disqualified member organization, sponsoring member organization, and/or disqualified person
submitted an executed letter consenting to a supervisory plan, by the submission of such letter, the
disqualified member organization, sponsoring member organization and/or disqualified person waive:

(A) the right of appeal to the Exchange Board of Directors, the SEC, and the courts, or otherwise
challenge the validity of the supervisory plan, if the supervisory plan is accepted;

(B) any right of the disqualified member organization, sponsoring member organization, and/or
disqualified person to claim bias or prejudgment by the Department of Member Regulation or
the CRO in connection with such person's or body's participation in discussions regarding the
terms and conditions of the Department of Member Regulation's recommended supervisory
plan, or other consideration of the supervisory plan, including acceptance or rejection of such
recommendation or supervisory plan; and

(C) any right of the disqualified member organization, sponsoring member organization, and/or
disqualified person to claim that a person violated the ex parte prohibitions of Rule 9143 or the
separation of functions prohibitions of Rule 9144, in connection with such person's or body's
participation in discussions regarding the terms and conditions of the supervisory plan, or other
consideration of the supervisory plan, including acceptance or rejection of such supervisory plan.

(2)   If the supervisory plan is rejected, the disqualified member organization, sponsoring member
organization, and/or disqualified person shall be bound by the waivers made under paragraph (b)(1) for
conduct by persons or bodies occurring during the period beginning on the date the supervisory plan was
submitted and ending upon the rejection of the supervisory plan and shall have the right to proceed under
Rule 9524.

Adopted: July 1, 2013 (NYSE-2013-02).
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(a) Request for Review A disqualified member organization, sponsoring member organization, or applicant
may request that the Exchange Board of Directors review a decision to reject a supervisory plan under Rule
9523. A request for review shall be made by filing with the Secretary of the Exchange a written request
therefor, which states the basis and reasons for such review, within 25 days after notice of the decision is
served. The Secretary of the Exchange shall give notice of any such request for review to the CRO and the
Department of Member Regulation.

(b) Review by Exchange Board of Directors Any review by the Exchange Board of Directors shall be based
on oral arguments and written briefs and shall be limited to consideration of the record before the Department
of Member Regulation and the CRO. Upon review, the Exchange Board of Directors, by the affirmative
vote of a majority of the Exchange Board of Directors then in office, may sustain, modify, or reverse any
such decision. Unless the Exchange Board of Directors otherwise specifically directs, the decision of the
Exchange Board of Directors after review shall be final and conclusive subject to the provisions for review of
the Securities Exchange Act of 1934.

(c) Remand Notwithstanding the foregoing, if either Party upon review applies to the Exchange Board of
Directors for leave to adduce additional evidence, and shows to the satisfaction of the Exchange Board of
Directors that the additional evidence is material and that there was reasonable ground for failure to adduce
it previously, the Exchange Board of Directors may remand the matter for further proceedings, in whatever
manner and on whatever conditions the Exchange Board of Directors considers appropriate.

Adopted: July 1, 2013 (NYSE-2013-02).
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Adopted: July 1, 2013 (NYSE-2013-02).
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Adopted: July 1, 2013 (NYSE-2013-02).
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The right to have any action taken pursuant to this Rule Series reviewed by the SEC is governed by Section 19
of the Exchange Act. The filing of an application for review shall not stay the effectiveness of final action by the
Exchange, unless the SEC otherwise orders.

Adopted: July 1, 2013 (NYSE-2013-02).
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(a) Notice of Pre-Use Filing Requirement Pursuant to Rule 2210(c)(1)(B), Regulatory Staff may issue
a written notice requiring a member organization to file communications with the Exchange’s Advertising
Regulation Department at least ten days prior to use if Regulatory Staff determines that the member
organization has departed from the standards of Rule 2210.

(b) Service of Notice of Pre-Use Filing Requirement Except as provided below, Regulatory Staff shall
serve the member organization (or counsel representing the member organization, or other person authorized
to represent others under Rule 9141, when counsel or other person authorized to represent others under
Rule 9141 agrees to accept service for the member organization) with such notice in accordance with Rule
9134 or by email. Papers served on a member organization by email shall be sent to the email address on file
with the Exchange and shall also be served by either overnight courier or personal delivery in conformity with
paragraphs (a)(1) and (3) and (b)(2) of Rule 9134. Papers served on counsel for a member organization, or
other person authorized to represent others under Rule 9141, by email shall be sent to the email address that
counsel or other person authorized to represent others under Rule 9141 provides and shall also be served
by either overnight courier or personal delivery in conformity with paragraphs (a)(1) and (3) of Rule 9134.
Service is complete upon sending the notice by email, mailing the notice by U.S. Postal Service first class
mail, first class certified mail, first class registered mail, or Express Mail, sending the notice through a courier
service, or delivering it in person, except that, where duplicate service is required, service is complete when
the duplicate service is complete.

(c) Contents of Notice A notice issued under this Rule shall state the specific grounds and include the
factual basis for the Exchange action. The notice shall state when the Exchange action will take effect.
The notice shall state that the respondent may file a written request for a hearing with the Office of Hearing
Officers pursuant to Rule 9559. The notice also shall inform the respondent of the applicable deadline for
filing a request for a hearing and shall state that a request for a hearing must set forth with specificity any
and all defenses to the Exchange action. In addition, the notice shall explain that, pursuant to Rules 8310(a)
and 9559(n), a Hearing Officer or, if applicable, Hearing Panel, may approve, modify or withdraw any and all
sanctions or limitations imposed by the notice, and may impose any other fitting sanction.

(d) Effective Date of Notice of Pre-Use Filing Requirement Pursuant to Rule 2210(c)(1)(B), the pre-use
filing requirement referenced in a notice issued and served under this Rule shall become effective 21 days
after service of the notice, unless stayed by a request for a hearing pursuant to Rule 9559.

(e) Request for Hearing A member organization served with a notice under this Rule may file with the Office
of Hearing Officers a written request for a hearing pursuant to Rule 9559. A request for a hearing shall be
made before the effective date of the notice, as indicated in paragraph (d) of this Rule. A request for a hearing
must set forth with specificity any and all defenses to the Exchange action.

(f) Failure to Request Hearing If a member organization does not timely request a hearing, the pre-use filing
requirements specified in the notice shall become effective 21 days after service of the notice and the notice
shall constitute final Exchange action.

(g) Request for Modification or Termination of Pre-Use Filing Requirement A member organization
that is subject to a pre-use filing requirement under this Rule may file a written request for modification or
termination of the requirement. Such request shall be filed with the head of the Exchange department or office
that issued the notice or, if another Exchange department or office is named as the party handling the matter
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on behalf of the issuing department or office, with the head of the Exchange department or office that is so
designated. The head of the appropriate department or office may grant relief for good cause shown.

Adopted: July 1, 2013 (NYSE-2013-02).
Amendments:  November 29, 2013 (NYSE-2013-76); November 13, 2015 (NYSE-2015-35); August 24, 2016 (NYSE-2016-40).
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(a) Notice of Suspension of a Member Organization or Covered Person if Corrective Action is Not
Taken If a member organization or covered person fails to provide any information, report, material, data, or
testimony requested or required to be filed pursuant to the Exchange's Rules, or fails to keep its membership
application or supporting documents current, Regulatory Staff may provide written notice to such member
organization or covered person specifying the nature of the failure and stating that the failure to take
corrective action within 21 days after service of the notice will result in suspension of membership of the
member organization or of association of the covered person with any member organization.

(b) Service of Notice of Suspension Except as provided below, Regulatory Staff shall serve the member
organization or covered person (or counsel representing the member organization or covered person, or
other person authorized to represent others under Rule 9141, when counsel or other person authorized
to represent others under Rule 9141 agrees to accept service for the member organization or covered
person) with such notice in accordance with Rule 9134 or by email. A copy of a notice under this Rule that is
served on a covered person associated with a member organization also shall be served on such member
organization. Papers served on a member organization by email shall be sent to the email address on file
with the Exchange and shall also be served by either overnight courier or personal delivery in conformity with
paragraphs (a)(1) and (3) and (b)(2) of Rule 9134. Papers served on a person by email shall be sent to the
person’s last known email address and shall also be served by either overnight courier or personal delivery
in conformity with paragraphs (a)(1) and (3) and (b)(1) of Rule 9134. Papers served on counsel for a member
organization or covered person, or other person authorized to represent others under Rule 9141, by email
shall be sent to the email address that counsel or other person authorized to represent others under Rule
9141 provides and shall also be served by either overnight courier or personal delivery in conformity with
paragraphs (a)(1) and (3) of Rule 9134. Service is complete upon sending the notice by email, mailing the
notice by U.S. Postal Service first class mail, first class certified mail, first class registered mail, or Express
Mail, sending the notice through a courier service, or delivering it in person, except that, where duplicate
service is required, service is complete when the duplicate service is complete.

(c) Contents of Notice A notice issued under this Rule shall state the specific grounds and include the
factual basis for the Exchange action. The notice shall state when the Exchange action will take effect and
explain what the respondent must do to avoid such action. The notice shall state that the respondent may
file a written request for a hearing with the Office of Hearing Officers pursuant to Rule 9559. The notice also
shall inform the respondent of the applicable deadline for filing a request for a hearing and shall state that a
request for a hearing must set forth with specificity any and all defenses to the Exchange action. In addition,
the notice shall explain that, pursuant to Rules 8310(a) and 9559(n), a Hearing Officer or, if applicable,
Hearing Panel, may approve, modify or withdraw any and all sanctions or limitations imposed by the notice,
and may impose any other fitting sanction.

(d) Effective Date of Suspension The suspension referenced in a notice issued and served under this Rule
shall become effective 21 days after service of the notice, unless stayed by a request for a hearing pursuant
to Rule 9559.

(e) Request for Hearing A member organization or covered person served with a notice under this Rule may
file with the Office of Hearing Officers a written request for a hearing pursuant to Rule 9559. A request for
a hearing shall be made before the effective date of the notice, as indicated in paragraph (d) of this Rule. A
request for a hearing must set forth with specificity any and all defenses to the Exchange action.
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(f) Request for Termination of the Suspension A member organization or covered person subject to a
suspension pursuant to this Rule may file a written request for termination of the suspension on the ground
of full compliance with the notice or decision. Such request shall be filed with the head of the Exchange
department or office that issued the notice or, if another Exchange department or office is named as the party
handling the matter on behalf of the issuing department or office, with the head of the Exchange department
or office that is so designated. The head of the appropriate department or office may grant relief for good
cause shown.

(g) Settlement Procedure Uncontested offers of settlement shall be permitted under this Rule and shall
conform to the requirements of Rule 9270, except that, if an uncontested offer of settlement, made under
Rule 9270(e) after a hearing on the merits has begun, is accepted by the Hearing Officer, the Hearing
Officer shall issue the order of acceptance, which shall constitute final Exchange action. Contested offers of
settlement shall not be considered in proceedings initiated under this Rule.

(h) Defaults A member organization or covered person who is suspended under this Rule and fails to
request termination of the suspension within three months of issuance of the original notice of suspension will
automatically be expelled or barred.

Adopted: July 1, 2013 (NYSE-2013-02).
Amendments:  November 13, 2015 (NYSE-2015-35); August 24, 2016 (NYSE-2016-40).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

130

http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, Rule 9553., New York Stock Exchange, Reserved.

Click to open document in a browser

Adopted: July 1, 2013 (NYSE-2013-02).
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(a) Notice of Suspension or Cancellation If a member organization or covered person fails to comply with
an arbitration award or a settlement agreement related to an arbitration or mediation under the Exchange's
Rules, or an Exchange order of restitution or Exchange settlement agreement providing for restitution,
Regulatory Staff may provide written notice to such covered person or member organization stating that
the failure to comply within 21 days of service of the notice will result in a suspension or cancellation of
membership or a suspension from associating with any member organization. When a member organization
or covered person fails to comply with an arbitration award or a settlement agreement related to an arbitration
or mediation involving a customer, a claim of inability to pay is no defense.

(b) Service of Notice of Suspension or Cancellation Except as provided below, Regulatory Staff shall
serve the member organization or covered person (or counsel representing the member organization or
covered person, or other person authorized to represent others under Rule 9141, when counsel or other
person authorized to represent others under Rule 9141 agrees to accept service for the member organization
or covered person) with such notice in accordance with Rule 9134 or by email. A copy of a notice under this
Rule that is served on a covered person associated with a member organization also shall be served on
such member organization. Papers served on a member organization by email shall be sent to the email
address on file with the Exchange and shall also be served by either overnight courier or personal delivery
in conformity with paragraphs (a)(1) and (3) and (b)(2) of Rule 9134. Papers served on a person by email
shall be sent to the person’s last known email address and shall also be served by either overnight courier
or personal delivery in conformity with paragraphs (a)(1) and (3) and (b)(1) of Rule 9134. Papers served on
counsel for a member organization or covered person, or other person authorized to represent others under
Rule 9141, by email shall be sent to the email address that counsel or other person authorized to represent
others under Rule 9141 provides and shall also be served by either overnight courier or personal delivery in
conformity with paragraphs (a)(1) and (3) of Rule 9134. Service is complete upon sending the notice by email,
mailing the notice by U.S. Postal Service first class mail, first class certified mail, first class registered mail,
or Express Mail, sending the notice through a courier service, or delivering it in person, except that, where
duplicate service is required, service is complete when the duplicate service is complete.

(c) Contents of Notice A notice issued under this Rule shall state the specific grounds and include the
factual basis for the Exchange action. The notice shall state when the Exchange action will take effect and
explain what the respondent must do to avoid such action. The notice shall state that the respondent may
file a written request for a hearing with the Office of Hearing Officers pursuant to Rule 9559. The notice also
shall inform the respondent of the applicable deadline for filing a request for a hearing and shall state that a
request for a hearing must set forth with specificity any and all defenses to the Exchange action. In addition,
the notice shall explain that, pursuant to Rules 8310(a) and 9559(n), a Hearing Officer or, if applicable,
Hearing Panel, may approve, modify or withdraw any and all sanctions or limitations imposed by the notice,
and may impose any other fitting sanction.

(d) Effective Date of Suspension or Cancellation The suspension or cancellation referenced in a notice
issued and served under this Rule shall become effective 21 days after service of the notice, unless stayed by
a request for a hearing pursuant to Rule 9559.

(e) Request for Hearing A member organization or covered person served with a notice under this Rule may
file with the Office of Hearing Officers a written request for a hearing pursuant to Rule 9559. A request for
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a hearing shall be made before the effective date of the notice, as indicated in paragraph (d) of this Rule. A
request for a hearing must set forth with specificity any and all defenses to the Exchange action.

(f) Failure to Request Hearing If a member organization or covered person does not timely request a
hearing, the suspension or cancellation specified in the notice shall become effective 21 days after the
service of the notice and the notice shall constitute final Exchange action.

(g) Request for Termination of the Suspension A member organization or covered person subject to a
suspension under this Rule may file a written request for termination of the suspension on the ground of full
compliance with the notice or decision. Such request shall be filed with the head of the Exchange department
or office that issued the notice or, if another department or office is named as the party handling the matter on
behalf of the issuing department or office, with the head of the department or office that is so designated. The
appropriate head of the department or office may grant relief for good cause shown.

Adopted: July 1, 2013 (NYSE-2013-02).
Amendments:  November 13, 2015 (NYSE-2015-35); August 24, 2016 (NYSE-2016-40).
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(a) Notice to Member Organization or Covered Person of Suspension, Cancellation, Bar, or Limitation
or Prohibition on Access to Services

(1)   If a member organization or covered person does not meet the eligibility or qualification standards
set forth in the Exchange's Rules, Exchange staff may provide written notice to such covered person or
member organization stating that the failure to become eligible or qualified will result in a suspension or
cancellation of membership or a suspension or bar from associating with any member organization.

(2)   If a member organization or covered person does not meet the prerequisites for access to services
offered by the Exchange or a member organization thereof or cannot be permitted to continue to have
access to services offered by the Exchange or a member organization thereof with safety to investors,
creditors, member organizations, or the Exchange, Exchange staff may provide written notice to such
member organization or covered person limiting or prohibiting access to services offered by the Exchange
or a member organization thereof.

(b) Service of Notice Except as provided below, Exchange staff shall serve the member organization or
covered person (or counsel representing the member organization or covered person, or other person
authorized to represent others under Rule 9141, when counsel or other person authorized to represent others
under Rule 9141 agrees to accept service for the member organization or covered person) with such notice in
accordance with Rule 9134 or by email. A copy of a notice under this Rule that is served on a covered person
associated with a member organization also shall be served on such member organization. Papers served on
a member organization by email shall be sent to the email address on file with the Exchange and shall also
be served by either overnight courier or personal delivery in conformity with paragraphs (a)(1) and (3) and (b)
(2) of Rule 9134. Papers served on a person by email shall be sent to the person’s last known email address
and shall also be served by either overnight courier or personal delivery in conformity with paragraphs (a)(1)
and (3) and (b)(1) of Rule 9134. Papers served on counsel for a member organization or covered person, or
other person authorized to represent others under Rule 9141, by email shall be sent to the email address that
counsel or other person authorized to represent others under Rule 9141 provides and shall also be served
by either overnight courier or personal delivery in conformity with paragraphs (a)(1) and (3) of Rule 9134.
Service is complete upon sending the notice by email, mailing the notice by U.S. Postal Service first class
mail, first class certified mail, first class registered mail, or Express Mail, sending the notice through a courier
service, or delivering it in person, except that, where duplicate service is required, service is complete when
the duplicate service is complete.

(c) Contents of Notice A notice issued under this Rule shall state the specific grounds and include the
factual basis for the Exchange action. The notice shall state when the Exchange action will take effect and
explain what the respondent must do to avoid such action. The notice shall state that the respondent may
file a written request for a hearing with the Office of Hearing Officers pursuant to Rule 9559. The notice also
shall inform the respondent of the applicable deadline for filing a request for a hearing and shall state that a
request for a hearing must set forth with specificity any and all defenses to the Exchange action. In addition,
the notice shall explain that, pursuant to Rules 8310(a) and 9559(n), a Hearing Officer or, if applicable,
Hearing Panel, may approve, modify or withdraw any and all sanctions or limitations imposed by the notice,
and may impose any other fitting sanction.

(d) Effective Date of Limitation, Prohibition, Suspension, Cancellation or Bar The limitation, prohibition,
suspension, cancellation or bar referenced in a notice issued under this Rule shall become effective 14 days
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after service of the notice, except that the effective date for a notice of a limitation or prohibition on access
to services offered by the Exchange or a member organization thereof with respect to services to which the
member organization or covered person does not have access shall be upon service of the notice. A request
for a hearing, pursuant to Rule 9559, shall stay the effectiveness of the notice, except that the effectiveness of
a notice of a limitation or prohibition on access to services offered by the Exchange or a member organization
thereof with respect to services to which the member organization or covered person does not have access
shall not be stayed by a request for a hearing.

(e) Request for Hearing A member organization or covered person served with a notice under this Rule may
file with the Office of Hearing Officers a written request for a hearing pursuant to Rule 9559. A request for a
hearing shall be made within 14 days after service of the notice. A request for a hearing must set forth with
specificity any and all defenses to the Exchange action.

(f) Failure to Request Hearing If a member organization or covered person does not timely request a
hearing, the limitation, prohibition, suspension, cancellation or bar specified in the notice shall become
effective 14 days after service of the notice, except that the effective date for a notice of a limitation or
prohibition on access to services offered by the Exchange or a member organization thereof with respect to
services to which the member organization or covered person does not have access shall be upon service
of the notice. The notice shall constitute final Exchange action if the member organization or covered person
does not request a hearing within 14 days after service of the notice.

(g) Request for Termination of the Limitation, Prohibition or Suspension A member organization or
covered person subject to a limitation, prohibition or suspension under this Rule may file a written request
for termination of the limitation, prohibition or suspension on the ground of full compliance with the notice
or decision. Such request shall be filed with the head of the Exchange department or office that issued the
notice or, if another department or office is named as the party handling the matter on behalf of the issuing
department or office, with the head of the department or office that is so designated. The appropriate head of
the department or office may grant relief for good cause shown.

Adopted: July 1, 2013 (NYSE-2013-02).
Amendments:  October 18, 2013 (NYSE-2013-70); August 24, 2016 (NYSE-2016-40).

Copyright 2019, NYSE Group, Inc. All rights reserved.
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NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
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(a) Notice of Suspension, Cancellation or Bar If a member organization or covered person fails to comply
with a temporary or permanent cease and desist order issued under the Rule 9200, 9300 or 9800 Series,
Regulatory Staff, after receiving written authorization from the Exchange's CRO or such other senior officer as
the CRO may designate, may issue a notice to such member organization or covered person stating that the
failure to comply with the temporary or permanent cease and desist order within seven days of service of the
notice will result in a suspension or cancellation of membership or a suspension or bar from associating with
any member organization.

(b) Service of Notice Regulatory Staff shall serve the member organization or covered person subject to a
notice issued under this Rule (or upon counsel representing the member organization or covered person, or
other person authorized to represent others under Rule 9141, when counsel or other person authorized to
represent others under Rule 9141 agrees to accept service for the member organization or covered person)
by email, overnight courier or personal delivery. Papers served on a member organization, covered person
or counsel for such member organization or covered person, or other person authorized to represent others
under Rule 9141 by overnight courier or personal delivery shall conform to paragraphs (a)(1) and (3) and,
with respect to a member organization or covered person, (b)(1) and (2) of Rule 9134. Papers served on a
member organization by email shall be sent to the email address on file with the Exchange and shall also be
served by either overnight courier or personal delivery in conformity with paragraphs (a)(1) and (3) and (b)
(2) of Rule 9134. Papers served on a person by email shall be sent to the person’s last known email address
and shall also be served by either overnight courier or personal delivery in conformity with paragraphs (a)(1)
and (3) and (b)(1) of Rule 9134. Papers served on counsel for a member organization or covered person, or
other person authorized to represent others under Rule 9141 by email shall be sent to the email address that
counsel or other person authorized to represent others under Rule 9141 provides and shall also be served
by either overnight courier or personal delivery in conformity with paragraphs (a)(1) and (3) of Rule 9134. A
copy of a notice under this Rule that is served on a covered person associated with a member organization
also shall be served on such member organization. Service is complete upon sending the notice by email
or overnight courier or delivering it in person, except that, where duplicate service is required, service is
complete upon sending the duplicate service.

(c) Contents of Notice The notice shall explicitly identify the provision of the permanent or temporary cease
and desist order that is alleged to have been violated and shall contain a statement of facts specifying the
alleged violation. The notice shall state when the Exchange action will take effect and explain what the
respondent must do to avoid such action. The notice shall state that the respondent may file a written request
for a hearing with the Office of Hearing Officers pursuant to Rule 9559. The notice also shall inform the
respondent of the applicable deadline for filing a request for a hearing and shall state that a request for a
hearing must set forth with specificity any and all defenses to the Exchange action. In addition, the notice
shall explain that, pursuant to Rules 8310(a) and 9559(n), a Hearing Officer or, if applicable, Hearing Panel,
may approve, modify or withdraw any and all sanctions or limitations imposed by the notice, and may impose
any other fitting sanction.

(d) Effective Date of Suspension, Cancellation or Bar The suspension, cancellation or bar referenced in a
notice issued and served under this Rule shall become effective seven days after service of the notice, unless
stayed by a request for a hearing pursuant to Rule 9559.

(e) Request for a Hearing A member organization served with a notice under this Rule may file with the
Office of Hearing Officers a written request for a hearing pursuant to Rule 9559. A request for a hearing shall
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be made before the effective date of the notice, as indicated in paragraph (d) of this Rule. A request for a
hearing must set forth with specificity any and all defenses to the Exchange action.

(f) Failure to Request Hearing If a member organization or covered person does not timely request a
hearing, the suspension, cancellation or bar specified in the notice shall become effective seven days after
the service of the notice and the notice shall constitute final Exchange action.

(g) Request for Termination of the Suspension A member organization or covered person subject to a
suspension imposed after the process described in paragraphs (a) through (f) of this Rule may file a written
request for termination of the suspension on the ground of full compliance with the notice or decision. Such
request shall be filed with the head of the Exchange department or office that issued the notice or, if another
department or office is named as the party handling the matter on behalf of the issuing department or office,
with the head of the department or office that is so designated. The appropriate head of the department or
office may grant relief for good cause shown.

(h) Subsequent Proceedings If a member organization or covered person fails to comply with a temporary
or permanent cease and desist order issued under the Rule 9200, 9300, or 9800 Series, and has previously
been served under paragraph (a) of this Rule with a notice for a failure to comply with any provision of the
same temporary or permanent cease and desist order, Regulatory Staff, after receiving written authorization
from the CRO, may file a petition with the Office of Hearing Officers seeking a hearing pursuant to Rule 9559
and the imposition of any fitting sanctions for such member organization’s or covered person’s failure to
comply with the temporary or permanent cease and desist order.

(1) The petition shall be served in accordance with paragraph (b) of this Rule, and it shall be filed with
the Office of Hearing Officers.

(2) The petition shall explicitly identify the provision of the permanent or temporary cease and desist
order that is alleged to have been violated, contain a statement of facts specifying the alleged
violation, describe with particularity the sanctions that Regulatory Staff seeks to have imposed, and
note that a hearing under Rule 9559 is requested. Regulatory Staff may seek the imposition of any
fitting sanction.

(3) Upon the filing of the petition, Rule 9559 shall govern the proceeding. Respondent’s full compliance
with the temporary or permanent cease and desist order is not a ground for dismissing a proceeding
brought pursuant to this paragraph (h).

(4) After having filed the petition, Regulatory Staff can withdraw it without prejudice and shall be
permitted to refile a petition based on allegations concerning the same facts and circumstances that
are set forth in the withdrawn petition.

Adopted: July 1, 2013 (NYSE-2013-02).
Amendments:  November 13, 2015 (NYSE-2015-35); August 24, 2016 (NYSE-2016-40).

Copyright 2019, NYSE Group, Inc. All rights reserved.
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(a) Notice of Requirements and/or Restrictions; Exchange Action Exchange staff may issue a notice
directing a member organization to comply with the provisions of Rule 4110, 4120 or 4130 or restrict its
business activities, either by limiting or ceasing to conduct those activities consistent with Rule 4110, 4120 or
4130, if Exchange staff has reason to believe that a condition specified in Rule 4110, 4120 or 4130 exists. A
notice served under this Rule shall constitute Exchange action.

(b) Service of Notice Exchange staff shall serve the member organization subject to a notice issued under
this Rule (or counsel representing the member organization, or other person authorized to represent others
under Rule 9141, when counsel or other person authorized to represent others under Rule 9141 agrees
to accept service for the member organization) by email, overnight courier or personal delivery. Papers
served by overnight courier or personal delivery shall conform to paragraphs (a)(1) and (3) and (b)(2) of
Rule 9134. Papers served on a member organization by email shall be sent to the email address on file with
the Exchange and shall also be served by either overnight courier or personal delivery in conformity with
paragraphs (a)(1) and (3) and (b)(2) of Rule 9134. Papers served on counsel for a member organization, or
other person authorized to represent others under Rule 9141 by email shall be sent to the email address that
counsel or other person authorized to represent others under Rule 9141 provides and shall also be served
by either overnight courier or personal delivery in conformity with paragraphs (a)(1) and (3) of Rule 9134.
Service is complete upon sending the notice by email or overnight courier or delivering it in person, except
that, where duplicate service is required, service is complete upon sending the duplicate service.

(c) Contents of Notice A notice issued under this Rule shall:
 

(1)   state the specific grounds and include the factual basis for the Exchange action;

(2)   specify the date of the notice and the requirements and/or restrictions being imposed by the notice;

(3)   state that the requirements and/or restrictions imposed by the notice are immediately effective;

(4)   specify the conditions for complying with and, where applicable, avoiding or terminating the
requirements and/or restrictions imposed by the notice;

(5)   inform the member organization that, pursuant to paragraph (f) of this Rule, the failure to comply
with the requirements and/or restrictions imposed by an effective notice under this Rule shall be deemed,
without further notice from Exchange staff, to result in automatic and immediate suspension unless
Exchange staff issues a letter of withdrawal of all requirements and/or restrictions imposed by the notice
pursuant to paragraph (g)(2) of this Rule;

(6)   explain that the member organization may make a request for a letter of withdrawal of the notice
pursuant to paragraph (e) of this Rule;

(7)   state that, in addition to making a request for a letter of withdrawal of the notice, the member
organization may file a written request for a hearing with the Office of Hearing Officers pursuant to Rule
9559;
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(8)   inform the member organization of the applicable deadline for filing a request for a hearing and state
that a request for a hearing must set forth with specificity any and all defenses to the Exchange action;
and

(9)   explain that, pursuant to Rule 9559(n), a Hearing Panel may approve or withdraw the requirements
and/or restrictions imposed by the notice, and that if the Hearing Panel approves the requirements and/
or restrictions imposed by the notice and finds that the member organization has not complied with all of
them, the Hearing Panel shall impose an immediate suspension on the member organization.

(d) Effectiveness of the Requirements and/or Restrictions The requirements and/or restrictions imposed
by a notice issued and served under this Rule are immediately effective, except that a timely request for
a hearing shall stay the effective date for ten business days after service of the notice or until the Office
of Hearing Officers issues a written order under Rule 9559(o)(4)(A) (whichever period is less), unless the
Exchange's CRO (or such other senior officer as the CRO may designate) determines that such a stay cannot
be permitted with safety to investors, creditors or other member organizations. Such a determination by the
Exchange's CRO (or such other senior officer as the CRO may designate) cannot be appealed. An extension
of the stay period is not permitted. Where a timely request for a hearing stays the action for ten business days
after service of the notice or until the Office of Hearing Officers issues a written order under Rule 9559(o)(4)
(A) (whichever period is less), the notice shall not be deemed to have taken effect during that entire period.

Any requirements and/or restrictions imposed by an effective notice shall remain in effect unless Exchange
staff shall remove or reduce the requirements and/or restrictions pursuant to a letter of withdrawal of the
notice issued as set forth in paragraph (g)(2) of this Rule.

(e) Request for a Letter of Withdrawal of the Notice; Request for a Hearing A member organization
served with a notice under this Rule may request from Exchange staff a letter of withdrawal of the notice
pursuant to paragraph (g)(2) of this Rule and/or file with the Office of Hearing Officers a written request for a
hearing pursuant to Rule 9559.
 

(1)   A request for a letter of withdrawal of the notice may be made at any time after service of a notice
under this Rule. The member organization making the request must demonstrate to the satisfaction of
Exchange staff that the requirements and/or restrictions imposed by the notice should be removed or
reduced. If such a request is denied by Exchange staff, the member organization shall not be precluded
from making a subsequent request or requests.

(2)   A request for a hearing shall be made within two business days after service of a notice under this
Rule. A request for a hearing must set forth with specificity any and all defenses to the Exchange action. A
request for a hearing may seek to contest:

(A) the validity of the requirements and/or restrictions imposed by the notice (as the same may
have been reduced by a letter of withdrawal pursuant to paragraph (g)(2) of this Rule, where
applicable); and/or

(B) Exchange staff's determination not to issue a letter of withdrawal of all requirements and/or
restrictions imposed by the notice, if such was requested by the member organization.

(f) Enforcement of Notice A member organization that has failed to comply with the requirements and/
or restrictions imposed by an effective notice under this Rule shall be deemed, without further notice from
Exchange staff, automatically and immediately suspended. Such suspension shall remain in effect unless
Exchange staff shall issue a letter, pursuant to paragraph (g)(2) of this Rule, stating that the suspension is
lifted.

(g) Additional Requirements and/or Restrictions or the Removal or Reduction of Requirements and/or
Restrictions; Letter of Withdrawal of the Notice
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(1) Additional Requirements and/or Restrictions If a member organization continues to experience
financial or operational difficulty specified in Rule 4110 or 4120 or 4130, notwithstanding an effective
notice, Exchange staff may impose additional requirements and/or restrictions by serving an additional
notice under paragraph (b) of this Rule. The additional notice shall inform the member organization that
it may apply for relief from the additional requirements and/or restrictions by filing a written request for a
letter of withdrawal of the notice and/or a written request for a hearing before the Office of Hearing Officers
under Rule 9559. The procedures delineated in this Rule shall be applicable to such additional notice.

(2) Removal or Reduction of Requirements and/or Restrictions and/or Lifting of Suspension; Letter
of Withdrawal

(A) Removal or Reduction of Requirements and/or Restrictions

If, upon the member organization's demonstration to the satisfaction of Exchange staff,
Exchange staff determines that any requirements and/or restrictions imposed by a notice under
this Rule should be removed or reduced, Exchange staff shall serve the member organization,
pursuant to paragraph (b) of this Rule, a written letter of withdrawal that shall, in the sole
discretion of Exchange staff, withdraw the notice in whole or in part. A notice that is withdrawn in
part shall remain in force, unless Exchange staff shall remove the remaining requirements and/or
restrictions.

(B) Lifting of Suspension

If, upon the member organization's demonstration to the satisfaction of Exchange staff,
Exchange staff determines that a suspension imposed by a notice under this Rule should be
lifted, Exchange staff shall serve the member organization, pursuant to paragraph (b) of this
Rule, a letter that shall, in the sole discretion of Exchange staff, lift the suspension. Where all
or some of the requirements and/or restrictions imposed by a notice issued under this Rule
remain in force, the letter shall state that the member organization's failure to continue to comply
with those requirements and/or restrictions that remain effective shall result in the member
organization being immediately suspended.

(h) Exchange Staff For purposes of this Rule, "Exchange staff" shall mean:
 

(1)   the head of the Exchange department or office that issued the notice, or his or her written officer
delegate; or

(2)   if another department or office is named as the party handling the matter on behalf of the issuing
department or office, the head of the department or office that is so designated, or his or her written officer
delegate.

Adopted: July 1, 2013 (NYSE-2013-02).
Amendments:  October 18, 2013 (NYSE-2013-70); August 24, 2016 (NYSE-2016-40).
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(a) Notice of Initiation of Summary Proceedings The Exchange's CRO or such other senior officer as the
CRO may designate may provide written authorization to Exchange staff to issue on a case-by-case basis a
written notice that summarily:
 

(1)   suspends a member organization or covered person who has been and is expelled or suspended
from any self-regulatory organization or barred or suspended from being associated with a member
organization of any self-regulatory organization;

(2)   suspends a member organization that is in such financial or operating difficulty that Exchange staff
determines and so notifies the SEC that the member organization cannot be permitted to continue to do
business as a member organization with safety to investors, creditors, other member organizations, or the
Exchange; or

(3)   limits or prohibits any person with respect to access to services offered by the Exchange if
paragraphs (a)(1) or (2) of this Rule or the provisions of Section 6(d)(3) of the Exchange Act applies
to such person or, in the case of a person who is not a member organization or covered person, if
the Exchange's CRO or such other senior officer as the CRO may designate determines that such
person does not meet the qualification requirements or other prerequisites for such access and such
person cannot be permitted to continue to have such access with safety to investors, creditors, member
organizations, or the Exchange, and so notifies the SEC.

(b) Service of Notice Exchange staff shall serve the member organization or covered person or other person
subject to a notice issued under this Rule (or counsel representing the member organization or covered
person, or other person authorized to represent others under Rule 9141, when counsel or other person
authorized to represent others under Rule 9141 agrees to accept service for the member organization or
covered person) by email, overnight courier or personal delivery. Papers served by overnight courier or
personal delivery shall conform to paragraphs (a)(1) and (3) and (b)(1) and (2) of Rule 9134. Papers served
on a member organization by email shall be sent to the email address on file with the Exchange staff and
shall also be served by either overnight courier or personal delivery in conformity with paragraphs (a)(1) and
(3) and (b)(2) of Rule 9134. Papers served on a person by email shall be sent to the person’s last known
email address and shall also be served by either overnight courier or personal delivery in conformity with
paragraphs (a)(1) and (3) and (b)(1) of Rule 9134. Papers served on counsel for a member organization or
covered person, or other person authorized to represent others under Rule 9141 by email shall be sent to
the email address that counsel or other person authorized to represent others under Rule 9141 provides
and shall also be served by either overnight courier or personal delivery in conformity with paragraphs (a)
(1) and (3) of Rule 9134. A copy of a notice under this Rule that is served on a covered person associated
with a member organization also shall be served on such member organization. Service is complete upon
sending the notice by email or overnight courier or delivering it in person, except that, where duplicate service
is required, service is complete upon sending the duplicate service.

(c) Contents of Notice A notice issued under this Rule shall state the specific grounds and include the
factual basis for the Exchange action. The notice shall state when the Exchange action will take effect and
explain what the respondent must do to avoid such action. The notice shall state that the respondent may
file a written request for a hearing with the Office of Hearing Officers pursuant to Rule 9559. The notice also
shall inform the respondent of the applicable deadline for filing a request for a hearing and shall state that a
request for a hearing must set forth with specificity any and all defenses to the Exchange action. In addition,
the notice shall explain that, pursuant to Rules 8310(a) and 9559(n), a Hearing Officer or, if applicable,
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Hearing Panel, may approve, modify or withdraw any and all sanctions or limitations imposed by the notice,
and may impose any other fitting sanction.

(d) Effective Date of Limitation, Prohibition or Suspension The limitation, prohibition or suspension
referenced in a notice issued and served under this Rule is immediately effective. The limitation, prohibition
or suspension specified in the notice shall remain in effect unless, after a timely written request for a hearing
and written request for a stay, the Chief Hearing Officer or Hearing Officer assigned to the matter finds good
cause exists to stay the limitation, prohibition or suspension.

(e) Request for a Hearing and Stay A member organization or covered person or other person subject to
a notice issued under this Rule may file with the Office of Hearing Officers a written request for a hearing
pursuant to Rule 9559. A request for a hearing shall be made within seven days after service of the notice
issued under this Rule. A request for a hearing must set forth with specificity any and all defenses to the
Exchange action.

A member organization or covered person or other person subject to a notice issued under this Rule may,
concurrent with or after filing a request for a hearing, file with the Office of Hearing Officers a written request
for a stay of the limitation, prohibition or suspension specified in the notice. A request for a stay must set forth
with specificity any and all relevant facts and arguments supporting the request for a stay.

(f) Failure to Request Hearing If a member organization or covered person or other person subject to a
notice issued under this Rule does not timely request a hearing within the time period specified in paragraph
(e) of this Rule, the notice shall constitute final Exchange action.

(g) Request for Termination of the Limitation, Prohibition or Suspension A member organization or
covered person or other person subject to a limitation, prohibition or suspension under this Rule may file a
written request for termination of the limitation, prohibition or suspension on the ground of full compliance with
the notice or decision. Such request shall be filed with the head of the Exchange department or office that
issued the notice or, if another department or office is named as the party handling the matter on behalf of the
issuing department or office, with the head of the department or office that is so designated. The appropriate
head of the department or office may grant relief for good cause shown.

Adopted: July 1, 2013 (NYSE-2013-02).
Amendments:  October 18, 2013 (NYSE-2013-70); August 24, 2016 (NYSE-2016-40).
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(a) Applicability The hearing procedures under this Rule shall apply to a member organization, covered
person or other person who is served with a notice issued under the Rule 9550 Series and who timely
requests a hearing or who is served with a petition instituting an expedited proceeding under Rule 9556(h).
For purposes of this Rule, such member organizations, covered persons or other persons shall be referred to
as respondents.

(b) Computation of Time Rule 9138 shall govern the computation of time in proceedings brought under the
Rule 9550 Series, except that intermediate Saturdays, Sundays and Federal holidays shall be included in the
computation in proceedings brought under Rules 9556 through 9558, unless otherwise specified.

(c) Stays
(1)   Unless the Chief Hearing Officer or the Hearing Officer assigned to the matter orders otherwise for
good cause shown, a timely request for a hearing shall stay the effectiveness of a notice issued under
Rules 9551 through 9556, except that: (A) the effectiveness of a notice of a limitation or prohibition on
access to services offered by the Exchange or a member organization thereof under Rule 9555 with
respect to services to which the member organization, covered person or other person does not have
access shall not be stayed by a request for a hearing; and (B) this paragraph has no applicability to a
petition instituting an expedited proceeding under Rule 9556(h).

(2)   A timely request for a hearing shall stay the effectiveness of a notice issued under Rule 9557 for ten
business days after service of the notice or until the Office of Hearing Officers issues a written order under
Rule 9559(o)(4)(A) (whichever period is less), unless the Exchange's CRO (or such other senior officer as
the CRO may designate) determines that a notice under Rule 9557 shall not be stayed. Where a notice
under Rule 9557 is stayed by a request for a hearing, such stay shall remain in effect only for ten business
days after service of the notice or until the Office of Hearing Officers issues a written order under Rule
9559(o)(4)(A) (whichever period is less) and shall not be extended.

(3)   A timely request for a hearing shall not stay the effectiveness of a notice issued under Rule 9558,
unless the Chief Hearing Officer or the Hearing Officer assigned to the matter orders otherwise for good
cause shown.

(d) Appointment and Authority of Hearing Officer and/or Hearing Panel
(1)   For proceedings initiated under Rules 9554 and 9556(h), the Chief Hearing Officer shall appoint a
Hearing Officer to preside over and act as the sole adjudicator for the matter.

(2)   For proceedings initiated under Rules 9551, 9552, 9555, 9556 (except Rule 9556(h)), 9557 and 9558,
the Chief Hearing Officer shall appoint a Hearing Panel composed of a Hearing Officer and two Panelists.
The Hearing Officer shall serve as the chair of the Hearing Panel. For proceedings initiated under Rules
9551, 9552, 9555, 9556 (except Rule 9556(h)), 9557 and 9558, the Chief Hearing Officer shall select as
Panelists persons who meet the qualifications delineated in Rules 9231 and 9232.

(3)   Rules 9231(e), 9233 and 9234 shall govern disqualification, recusal or withdrawal of a Hearing Officer
or, if applicable, Hearing Panelist.

(4)   A Hearing Officer appointed pursuant to this provision shall have authority to do all things necessary
and appropriate to discharge his or her duties as set forth under Rules 9235 and 9280.
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(5)   Hearings under the Rule 9550 Series shall be held by telephone conference, unless the Hearing
Officer orders otherwise for good cause shown.

(6)   For good cause shown, or with the consent of all of the parties to a proceeding, the Hearing Officer or,
if applicable, the Hearing Panel may extend or shorten any time limits prescribed by this Rule other than
those relating to Rule 9557.

(e) Consolidation or Severance of Proceedings Rule 9214 shall govern the consolidation or severance
of proceedings, except that, where one of the notices that are the subject of consolidation under this Rule
requires that a hearing be held before a Hearing Panel, the hearing of the consolidated matters shall be
held before a Hearing Panel. Where two consolidated matters contain different timelines under this Rule,
the Chief Hearing Officer or Hearing Officer assigned to the matter has discretion to determine which
timeline is appropriate under the facts and circumstances of the case. Where one of the consolidated
matters includes an action brought under a Rule that does not permit a stay of the effectiveness of the
notice or where Exchange's CRO (or such other senior officer as the CRO may designate), in the case of
Rule 9557, or Hearing Officer, in the case of Rule 9558(d), determines that a request for a hearing shall
not stay the effectiveness of the notice, the limitation, prohibition, condition, requirement, restriction, or
suspension specified in the notice shall not be stayed pending resolution of the case. Where one of the
consolidated matters includes an action brought under Rule 9557 that is stayed for up to ten business days,
the requirement and/or restriction specified in the notice shall not be further stayed.

(f) Time of Hearing
(1)   A hearing shall be held within five business days after a respondent subject to a notice issued under
Rule 9557 files a written request for a hearing with the Office of Hearing Officers.

(2)   A hearing shall be held within ten days after a respondent is served a petition seeking an expedited
proceeding issued under Rule 9556(h).

(3)   A hearing shall be held within 14 days after a respondent subject to a notice issued under Rules 9556
(except Rule 9556(h)) and 9558 files a written request for a hearing with the Office of Hearing Officers.

(4)   A hearing shall be held within 30 days after a respondent subject to a notice issued under Rules 9551
through 9555 files a written request for a hearing with the Office of Hearing Officers.

(5)   The timelines established by paragraphs (f)(1) through (f)(4) confer no substantive rights on the
parties.

(g) Notice of Hearing The Hearing Officer shall issue a notice stating the date, time, and place of the hearing
as follows:
 

(1)   At least two business days prior to the hearing in the case of an action brought pursuant to Rule
9557;

(2)   At least six days prior to the hearing in the case of an action brought pursuant to Rule 9556(h);

(3)   At least seven days prior to the hearing in the case of an action brought pursuant to Rules 9556
(except Rule 9556(h)) and 9558; and

(4)   At least 21 days prior to the hearing in the case of an action brought pursuant to Rules 9551 through
9555.

(h) Transmission of Documents
(1)   Not less than two business days before the hearing in an action brought under Rule 9557, not less
than six days before the hearing in an action brought under Rule 9556(h), not less than seven days before
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the hearing in an action brought under Rules 9556 (except under Rules 9551 through 9555, Exchange
staff shall provide to the respondent who requested the hearing or the respondent who has received a
petition pursuant to Rule 9556(h), by email, overnight courier or personal delivery, all documents that
were considered in issuing the notice unless a document meets the criteria of Rule 9251(b)(1)(A), (B),
(C) or (b)(2). Documents served by email shall also be served by either overnight courier or personal
delivery. A document that meets the criteria in this paragraph shall not constitute part of the record, but
shall be retained until the date upon which the Exchange's final decision is served or, if applicable, upon
the conclusion of any review by the SEC or the federal courts.

(2)   Not less than two business days before the hearing in an action brought under Rule 9557, not less
than three days before the hearing in an action brought under Rules 9556 and 9558, and not less than
seven days before the hearing in an action brought under Rules 9551 through 9555, the parties shall
exchange proposed exhibit and witness lists. The exhibit and witness lists shall be served by email,
overnight courier or personal delivery. Documents served by email shall also be served by either overnight
courier or personal delivery.

(i) Evidence Formal rules of evidence shall not apply to a hearing under this Rule Series. Rules 9262 and
9263 shall govern testimony and the admissibility of evidence.

(j) Additional Information The Hearing Officer or, if applicable, the Hearing Panel may direct the Parties to
submit additional information.

(k) Record of Hearing Rule 9265 shall govern the requirements for the record of the hearing.

(l) Record of Proceeding Rule 9267 shall govern the record of the proceeding.

(m) Failure to Appear at a Pre-Hearing Conference or Hearing or to Comply with a Hearing Officer
Order Requiring the Production of Information Failure of any respondent to appear before the Hearing
Officer or, if applicable, the Hearing Panel at any status conference, pre-hearing conference or hearing,
or to comply with any order of the Hearing Officer or, if applicable, Hearing Panel requiring production of
information to support any defense to the notice or petition that respondent has raised, shall be considered an
abandonment of the respondent's defense and waiver of any opportunity for a hearing provided by the Rule
9550 Series. In such cases:
 

(1)   The notice issued under the Rule 9550 Series shall be deemed to be final Exchange action. The
Hearing Officer or, if applicable, the Hearing Panel may permit the hearing to go forward as to those
parties who appear and otherwise comply with this Rule.

(2)   The Hearing Officer may issue a default decision against a respondent who is the subject of a petition
filed pursuant to Rule 9556(h) and may deem the allegations against that respondent admitted. The
contents of a default decision shall conform to the content requirements of Rule 9559(p). A respondent
may, for good cause shown, file a motion to set aside a default. Upon a showing of good cause, the
Hearing Officer that entered the original order shall decide the motion. If the Hearing Officer is not
available, the Chief Hearing Officer shall appoint another Hearing Officer to decide the motion. If a default
decision is not called for review pursuant to Rule 9559(q), the default decision shall become the final
Exchange action.

(n) Sanctions, Costs and Remands
(1)   In any action brought under the Rule 9550 Series, other than an action brought under Rule 9556(h)
or Rule 9557, the Hearing Officer or, if applicable, the Hearing Panel may approve, modify or withdraw
any and all sanctions, requirements, restrictions or limitations imposed by the notice and, pursuant to Rule
8310(a), may also impose any other fitting sanction.
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(2)   In an action brought under Rule 9556(h), the Hearing Officer may impose any fitting sanction.

(3)   In an action brought under Rule 9557, the Hearing Panel shall approve or withdraw the requirements
and/or restrictions imposed by the notice. If the Hearing Panel approves the requirements and/or
restrictions and finds that the respondent has not complied with all of them, the Hearing Panel shall
impose an immediate suspension on the respondent that shall remain in effect unless Exchange staff
issues a letter of withdrawal of all requirements and/or restrictions pursuant to Rule 9557(g)(2).

(4)   The Hearing Officer or, if applicable, the Hearing Panel may impose costs pursuant to Rule 8330
regarding all actions brought under the Rule 9550 Series.

(5)   In any action brought under the Rule 9550 Series, other than an action brought under Rule 9557, the
Hearing Officer or, if applicable, the Hearing Panel may remand the matter to the department or office that
issued the notice for further consideration of specified matters.

(o) Timing of Decision
(1) Proceedings initiated under Rule 9554 Within 60 days of the date of the close of the hearing,
the Hearing Officer shall prepare a proposed written decision and provide it to the Exchange Board of
Directors.

(2) Proceedings initiated under Rules 9556 and 9558 Within 21 days of the date of the close of the
hearing, the Hearing Officer shall prepare a proposed written decision that reflects the views of the
Hearing Panel, as determined by majority vote, and provide it to the Exchange Board of Directors.

(3) Proceedings initiated under Rules 9551, 9552 and 9555 Within 60 days of the date of the close of
the hearing, the Hearing Officer shall prepare a proposed written decision that reflects the views of the
Hearing Panel, as determined by majority vote, and provide it to the Exchange Board of Directors.

(4) Proceedings initiated under Rule 9557
(A) Written Order Within two business days of the date of the close of the hearing, the Office of
Hearing Officers shall issue a written order that reflects the Hearing Panel's summary determinations,
as decided by majority vote, and shall serve the Hearing Panel's written order on the Parties. The
Hearing Panel's written order under Rule 9557 is effective when issued. The Hearing Panel's written
order will be followed by a written decision explaining the reasons for the Hearing Panel's summary
determinations, as required by paragraphs (o)(4)(B) and (p) of this Rule.

(B) Written Decision Within seven days of the issuance of the Hearing Panel's written order, the Office
of Hearing Officers shall issue a written decision that complies with the requirements of paragraph (p)
of this Rule and shall serve the Hearing Panel's written decision on the Parties.

(5)   If not timely called for review by the Exchange Board of Directors pursuant to paragraph (q) of this
Rule, the Hearing Officer's or, if applicable, the Hearing Panel's written decision shall constitute final
Exchange action. For decisions issued under Rules 9551 through 9556 and 9558, the Office of Hearing
Officers shall promptly serve the decision of the Hearing Officer or, if applicable, the Hearing Panel on
the Parties and provide a copy to each Exchange member organization with which the respondent is
associated.

(6)   The timelines established by paragraphs (o)(1) through (5) confer no substantive rights on the parties.

(p) Contents of Decision The decision, which for purposes of Rule 9557 means the written decision issued
under paragraph (o)(4)(B) of this Rule, shall include:
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(1)   a statement describing the investigative or other origin of the notice issued under the Rule 9550
Series;

(2)   the specific statutory or rule provision alleged to have been violated or providing the authority for the
Exchange action;

(3)   a statement setting forth the findings of fact with respect to any act or practice the respondent was
alleged to have committed or omitted or any condition specified in the notice;

(4)   the conclusions of the Hearing Officer or, if applicable, Hearing Panel regarding the alleged violation
or condition specified in the notice;

(5)   a statement of the Hearing Officer or, if applicable, Hearing Panel in support of the disposition of the
principal issues raised in the proceeding; and

(6)   a statement describing any sanction, requirement, restriction or limitation imposed, the reasons
therefore, and the date upon which such sanction, requirement, restriction or limitation shall become
effective.

(q) Call for Review by the Exchange Board of Directors
(1)   For proceedings initiated under the Rule 9550 Series (other than Rule 9557), the Exchange Board of
Directors may call for review a proposed decision prepared by a Hearing Officer or, if applicable, Hearing
Panel in accordance with Rule 9310. For proceedings initiated under Rule 9557, the Exchange Board of
Directors may call for review a written decision issued under paragraph (o)(4)(B) of this Rule by a Hearing
Panel in accordance with Rule 9310.

(r) Application to SEC for Review The right to have any action pursuant to this Rule reviewed by the SEC is
governed by Section 19 of the Exchange Act. The filing of an application for review by the SEC shall not stay
the effectiveness of final Exchange action, unless the SEC otherwise orders.

Adopted: July 1, 2013 (NYSE-2013-02).
Amendments:  November 29, 2013 (NYSE-2013-76).
April 22, 2014 (NYSE-2014-20).
August 24, 2016 (NYSE-2016-40).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, Rule 9560., New York Stock Exchange, Expedited
Client Suspension Proceeding
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(a) Initiation of Proceeding
(1) Scope of Authority With the prior written authorization of the Chief Regulatory Officer (“CRO”) or
such other senior officers as the CRO may designate, Enforcement may initiate an expedited suspension
proceeding with respect to alleged violations of Rule 5220 (Disruptive Quoting and Trading Activity
Prohibited).

(2) Service of Notice Enforcement shall initiate the proceeding by serving a notice on a member
organization or covered person (hereinafter “Respondent”). Enforcement shall serve the notice by
personal service or overnight commercial courier. The notice shall be effective upon service.

(3) Content of Notice The notice shall state whether Enforcement is requesting the Respondent to be
required to take action or to refrain from taking action. The notice shall be accompanied by:
 

(A)   a declaration of facts, signed by a person with knowledge of the facts contained therein, that
specifies the acts that constitute the alleged violation; and

(B)   a proposed order that contains the required elements of a suspension order (except the date and
hour of the order’s issuance), which are set forth in sub-paragraph (d)(2) of this Rule).

(b) Appointment of Hearing Officers and Hearing Panel
(1)   As soon as practicable after Enforcement initiates a suspension proceeding, a Hearing Panel shall be
assigned in accordance with paragraphs (a) and (b) of Rule 9231.

(2)   If at any time a Hearing Officer determines that he or she has a conflict of interest or bias or
circumstances otherwise exist where his or her fairness might reasonably be questioned, or if a Party files
a motion to disqualify a Hearing Officer, the recusal and disqualification proceeding shall be conducted in
accordance with Rules 9233(a), except that:
 

(A)   a motion seeking disqualification of a Hearing Officer must be filed no later than 5 days after the
announcement of the Hearing Panel; and

(B)   Enforcement may file a brief in opposition to the Respondent’s motion no later than 5 days after
service thereof.

(c) Hearing
(1)   When Held. The hearing shall be held not later than 15 days after service of the notice initiating
the suspension proceeding, unless otherwise extended by the Chairman of the Hearing Panel with the
consent of the Parties for good cause shown. If a Hearing Officer is recused or disqualified, the hearing
shall be held not later than five days after a replacement Hearing Officer is appointed.

(2)   Service of Notice of Hearing. A notice of date, time, and place of the hearing shall be served on the
Parties not later than seven days before the hearing, unless otherwise ordered by the Chairman of the
Hearing Panel. Service shall be made by personal service or overnight commercial courier. The notice
shall be effective upon service.

(3)   Authority of Hearing Officers. A Hearing Officer shall have authority to do all things necessary and
appropriate to discharge his or her duties as set forth in Rules 9235 and 9280.
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(4)   Witnesses. A person who is subject to the jurisdiction of the Exchange shall testify under oath or
affirmation. The oath or affirmation shall be administered by a court reporter or a notary public.

(5)   Additional Information. At any time during its consideration, the Hearing Panel may direct a Party to
submit additional information. Any additional information submitted shall be provided to all Parties at least
one day before the Hearing Panel renders its decision.

(6)   Transcript. The hearing shall be recorded by a court reporter and a written transcript thereof shall be
prepared. A transcript of the hearing shall be available to the Parties for purchase from the court reporter
at prescribed rates. A witness may purchase a copy of the transcript of his or her own testimony from the
court reporter at prescribed rates. Proposed corrections to the transcript may be submitted by affidavit
to the Hearing Panel within a reasonable time determined by the Hearing Panel. Upon notice to all the
Parties to the proceeding, the Hearing Panel may order corrections to the transcript as requested or sua
sponte.

(7)   Record and Evidence Not Admitted. The record shall consist of the notice initiating the proceeding,
the declaration, and the proposed order described in subparagraph (a)(3) above; the transcript of the
hearing; all evidence considered by the Hearing Panel; and any other document or item accepted into the
record by the Hearing Panel. Enforcement shall be the custodian of the record. Proffered evidence that is
not accepted into the record by the Hearing Panel shall be retained by the custodian of the record until the
date when the Exchange’s decision becomes final or, if applicable, upon the conclusion of any review by
the SEC or the federal courts.

(8)   Failure to Appear at a Hearing. If a Respondent fails to appear at a hearing for which it has
notice, the allegations in the notice and accompanying declaration may be deemed admitted, and the
Hearing Panel may issue a suspension order without further proceedings. If Enforcement fails to appear
at a hearing for which it has notice, the Hearing Panel may order that the suspension proceeding be
dismissed.

(d) Issuance of Suspension Order by Hearing Panel
(1)   Basis for Issuance. The Hearing Panel shall issue a written decision stating whether a suspension
order shall be imposed. The Hearing Panel shall issue the decision not later than ten days after receipt of
the hearing transcript, unless otherwise extended by the Chairman of the Hearing Panel with the consent
of the Parties for good cause shown. A suspension order shall be imposed if the Hearing Panel finds:
 

(A)   by a preponderance of the evidence that the alleged violation specified in the notice has occurred;
and

(B)   that the violative conduct or continuation thereof is likely to result in significant market disruption or
other significant harm to investors.

(2)   Content, Scope, and Form of Order. A suspension order shall:
 

(A)   be limited to: (i) ordering a Respondent to cease and desist from violating Rule 5220, and/or
(ii) ordering a Respondent to cease and desist from providing access to the Exchange to a client of
Respondent that is causing violations of Rule 5220;

(B)   set forth the alleged violation and the significant market disruption or other significant harm to
investors that is likely to result without the issuance of an order;

(C)   describe in reasonable detail the act or acts the Respondent is to take or refrain from taking and to
suspend the Respondent unless and until such action is taken or refrained from; and
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(D)   include the date and hour of its issuance.

(3)   Duration of Order. A suspension order shall remain effective and enforceable unless modified, set
aside, limited, or revoked pursuant to paragraph (e), below.

(4)   Service. The Hearing Panel’s decision and any suspension order shall be served by personal service
or overnight commercial courier. The suspension order shall be effective upon service.

(e) Review by Hearing Panel At any time after the Respondent is served with a suspension order, a Party
may apply to the Hearing Panel to have the order modified, set aside, limited, or revoked. The application
shall set forth with specificity the facts that support the request. The opposing Party shall have an opportunity
to respond to the request within a period of time set by the Chairman of the Hearing Panel. The Hearing
Panel shall respond to the request in writing within ten days after receipt of the request, unless otherwise
extended by the Chairman of the Hearing Panel with the consent of the Parties for good cause shown. The
Hearing Panel’s response shall be served on the Respondent via personal service or overnight commercial
courier. The filing of an application under this Rule shall not stay the effectiveness of the suspension order.

(f) Call for Review by the Exchange Board of Directors If there is no pending application to the Hearing
Panel to have a suspension order modified, set aside, limited, or revoked, the Exchange Board of Directors,
in accordance with Rule 9310, may call for review the Hearing Panel decision on whether to issue a
suspension order. A call for review by the Exchange Board of Directors shall not stay the effectiveness of a
suspension order.

(g) Application to SEC for Review If there is no call for review by the Exchange Board of Directors,
sanctions imposed pursuant to this Rule constitute final and immediately effective disciplinary sanctions
imposed by the Exchange. If there is a call for review by the Exchange Board of Directors, their decision shall
constitute final and immediately effective disciplinary sanctions imposed by the Exchange. The right to have
any action under this Rule reviewed by the SEC is governed by Section 19 of the Exchange Act. The filing
of an application for review shall not stay the effectiveness of a suspension order unless the SEC otherwise
orders.

Adopted: May 30, 2017 (NYSE-2017-21).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, Rule 9610., New York Stock
Exchange, Application
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(a) Where to File A member organization seeking exemptive relief as permitted under Rules 2210, 4311,
4360, or 8211 shall file a written application with the appropriate department or staff of the Exchange and
provide a copy of the application to the CRO.

(b) Content An application filed pursuant to this Rule shall contain the member organization's name and
address, the name of a person associated with the member organization who will serve as the primary
contact for the application, the Rule from which the member organization is seeking an exemption, and a
detailed statement of the grounds for granting the exemption. If the member organization does not want
the application or the decision on the application to be publicly available in whole or in part, the member
organization also shall include in its application a detailed statement, including supporting facts, showing
good cause for treating the application or decision as confidential in whole or in part.

(c) Applicant A member organization that files an application under this Rule is referred to as "Applicant"
hereinafter in the Rule 9600 Series.

Adopted: July 1, 2013 (NYSE-2013-02).
Amendment:  November 29, 2013 (NYSE-2013-76).

Copyright 2019, NYSE Group, Inc. All rights reserved.
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NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
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NYSE Guide, Regulation, Rule 9620., New York Stock Exchange, Decision
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After considering an application, Exchange staff shall issue a written decision setting forth its findings and
conclusions. The decision shall be served on the Applicant pursuant to Rules 9132 and 9134. After the decision
is served on the Applicant, the application and decision may be publicly available.

Adopted: July 1, 2013 (NYSE-2013-02).
Amendment: April 22, 2014 (NYSE-2014-20).

Copyright 2019, NYSE Group, Inc. All rights reserved.
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NYSE Guide, Regulation, Rule 9630., New York Stock Exchange, Appeal
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(a) Notice An Applicant may file a written notice of appeal within 15 calendar days after service of a decision
issued under Rule 9620. The notice of appeal shall be filed with the CRO, with a copy of the notice also
provided to the appropriate department or staff of the Exchange. The notice of appeal shall contain a brief
statement of the findings and conclusions as to which exception is taken. Appeals of decisions issued by
Exchange staff pursuant to Rule 9620 shall be decided by the CRO. If the Applicant does not want the
decision on the appeal to be publicly available in whole or in part, the Applicant also shall include in its notice
of appeal a detailed statement, including supporting facts, showing good cause for treating the decision as
confidential in whole or in part. The notice of appeal shall be signed by the Applicant.

(b) Expedited Review Where the failure to promptly review a decision to deny a request for exemption would
unduly or unfairly harm the applicant, the CRO shall provide expedited review.

(c) Withdrawal of Appeal An Applicant may withdraw its notice of appeal at any time by filing a written notice
of withdrawal of appeal with the CRO.

(d) Oral Argument Following the filing of a notice of appeal, the CRO may order oral argument . The CRO
may consider any new evidence if the Applicant can show good cause for not including it in its application .

(e) Decision After considering all matters on appeal, the CRO shall affirm, modify, or reverse the decision
issued under Rule 9620. The CRO shall issue a written decision setting forth its findings and conclusions
and serve the decision on the Applicant. The decision shall be served pursuant to Rules 9132 and 9134. The
decision shall be effective upon service and shall constitute final action of the Exchange.

Adopted: July 1, 2013 (NYSE-2013-02).

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Adopted: July 1, 2013 (NYSE-2013-02).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

154

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+SX-PMANU-NYSE9700%294d65eca67b9d10009c32d8d385ad169405a?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, Rule 9810., New York Stock Exchange, Initiation
of Proceeding

Click to open document in a browser

(a) Enforcement; Service and Filing of Notice With the prior written authorization of the Exchange's CRO
or such other senior officers as the CRO may designate, Enforcement may initiate a temporary cease and
desist proceeding with respect to alleged violations of Section 10(b) of the Exchange Act and SEA Rule
10b-5 thereunder; SEA Rules 15g-1 through 15g-9; NYSE Rule 2010 (if the alleged violation is unauthorized
trading, or misuse or conversion of customer assets, or based on violations of Section 17(a) of the Securities
Act); or NYSE Rule 2020. Enforcement shall initiate the proceeding by serving a notice on a member
organization or covered person (hereinafter "Respondent") (or upon counsel representing the Respondent,
or other person authorized to represent others under Rule 9141, when counsel or other person authorized to
represent others under Rule 9141 agrees to accept service for the Respondent) and filing a copy thereof with
the Office of Hearing Officers. Enforcement shall serve the notice by personal service, overnight commercial
courier, or email. If service is made by email, Enforcement shall send an additional copy of the notice by
personal service or overnight commercial courier. Service is complete upon sending the notice by email
or overnight courier or delivering it in person, except that, where duplicate service is required, service is
complete when the duplicate service is complete. The notice shall be effective when service is complete.

(b) Contents of Notice The notice shall set forth the rule or statutory provision that the Respondent is
alleged to have violated and that Enforcement is seeking to have the Respondent ordered to cease violating.
The notice also shall state whether Enforcement is requesting the Respondent to be required to take action,
refrain from taking action or both. The notice shall be accompanied by:
 

(1)   a declaration of facts, signed by a person with knowledge of the facts contained therein, that specifies
the acts or omissions that constitute the alleged violation; and

(2)   memorandum of points and authorities setting forth the legal theories upon which Enforcement relies;
and

(3)   a proposed order that contains the required elements of a temporary cease and desist order (except
the date and hour of the order's issuance), which are set forth in Rule 9840(b).

(c) Authority to Approve Settlements If the Parties agree to the terms of the proposed temporary cease
and desist order, the Hearing Officer shall have the authority to approve and issue the order.

(d) Filing of Underlying Complaint If Enforcement has not issued a complaint under Rule 9211 against
the Respondent relating to the subject matter of the temporary cease and desist proceeding and alleging
violations of the rule or statutory provision specified in the notice described in paragraph (b), Enforcement
shall serve and file such a complaint with the notice initiating the temporary cease and desist proceeding.
Service of the complaint can be made in accordance with the service provisions in paragraph (a).

Adopted: July 1, 2013 (NYSE-2013-02).
Amended: November 13, 2015 (NYSE-2015-35); August 24, 2016 (NYSE-2016-40).
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(a)   As soon as practicable after Enforcement files a copy of the notice initiating a temporary cease and
desist proceeding with the Office of Hearing Officers, the Chief Hearing Officer shall assign a Hearing Officer
to preside over the temporary cease and desist proceeding. The Chief Hearing Officer shall appoint two
Panelists to serve on a Hearing Panel with the Hearing Officer. The Panelists shall be appointed pursuant to
Rule 9231.

(b)   If at any time a Hearing Officer or Hearing Panelist determines that he or she has a conflict of interest or
bias or circumstances otherwise exist where his or her fairness might reasonably be questioned, or if a Party
files a motion to disqualify a Hearing Officer or Hearing Panelist, the recusal and disqualification proceeding
shall be conducted in accordance with Rules 9233 and 9234, except that:
 

(1)   a motion seeking disqualification of a Hearing Officer or Hearing Panelist must be filed no later than 5
days after the later of the events described in paragraph (b) of Rules 9233 and 9234; and

(2)   the Chief Hearing Officer shall appoint a replacement Panelist using the criteria set forth in paragraph
(a) of this Rule.

Adopted: July 1, 2013 (NYSE-2013-02).
Amended: November 13, 2015 (NYSE-2015-35).
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(a) When Held The hearing shall be held not later than 15 days after service of the notice and filing initiating
the temporary cease and desist proceeding, unless otherwise extended by the Chief Hearing Officer or
Deputy Chief Hearing Officer for good cause shown. If a Hearing Officer or Hearing Panelist is recused or
disqualified, the hearing shall be held not later than five days after a replacement Hearing Officer or Hearing
Panelist is appointed.

(b) Service of Notice of Hearing The Office of Hearing Officers shall serve a notice of date, time, and
place of the hearing on Enforcement and the Respondent (or upon counsel representing the Respondent, or
other person authorized to represent others under Rule 9141, when counsel or other person authorized to
represent others under Rule 9141 agrees to accept service for the Respondent) not later than seven days
before the hearing, unless otherwise ordered by the Hearing Officer. Service shall be made by personal
service, overnight commercial courier, or email. If service is made by email, the Office of Hearing Officers
shall send an additional copy of the notice by personal service or overnight commercial courier. Service is
complete upon sending the notice by email or overnight courier or delivering it in person, except that, where
duplicate service is required, service is complete when the duplicate service is complete. The notice shall be
effective when service is complete.

(c) Authority of Hearing Officer The Hearing Officer shall have authority to do all things necessary and
appropriate to discharge his or her duties as set forth under Rule 9235.

(d) Witnesses A person who is subject to the jurisdiction of the Exchange shall testify under oath or
affirmation. The oath or affirmation shall be administered by a court reporter or a notary public.

(e) Additional Information Prior to the hearing, the Hearing Officer may order a Party to furnish to all other
Parties and the Hearing Panel such information as deemed appropriate, including any or all of the pre-hearing
submissions described in Rule 9242(a). The documentary evidence submitted by the Parties pursuant to this
paragraph shall not become part of the record, unless the Hearing Officer or Hearing Panel orders some or
all of such evidence included pursuant to Rule 9830(g). At any time during the Hearing Panel’s consideration,
the Hearing Panel may direct a Party to submit additional information. Any additional information submitted
shall be provided to all Parties at least one day before the Hearing Panel renders its decision.

(f) Transcript The hearing shall be recorded by a court reporter and a written transcript thereof shall be
prepared. A transcript of the hearing shall be available to the Parties for purchase from the court reporter
at prescribed rates. A witness may purchase a copy of the transcript of his or her own testimony from the
court reporter at prescribed rates. Proposed corrections to the transcript may be submitted by affidavit to the
Hearing Panel within a reasonable time determined by the Hearing Panel. Upon notice to all the Parties to the
proceeding, the Hearing Panel may order corrections to the transcript as requested or sua sponte.

(g) Record and Evidence Not Admitted The record shall consist of the notice initiating the proceeding, the
declaration, and the proposed order described in Rule 9810(b); the transcript of the hearing; all evidence
considered by the Hearing Panel; and any other document or item accepted into the record by the Hearing
Officer or the Hearing Panel. The Office of Hearing Officers shall be the custodian of the record. Proffered
evidence that is not accepted into the record by the Hearing Panel shall be retained by the custodian of the
record until the date when the Exchange's decision becomes final or, if applicable, upon the conclusion of any
review by the SEC or the federal courts.

(h) Failure to Appear at Hearing If a Respondent fails to appear at a hearing for which it has notice, the
allegations in the notice and accompanying declaration may be deemed admitted, and the Hearing Panel
may issue a temporary cease and desist order without further proceedings. If Enforcement fails to appear at a
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hearing for which it has notice, the Hearing Panel may order that the temporary cease and desist proceeding
be dismissed.

Adopted: July 1, 2013 (NYSE-2013-02).
Amended: November 13, 2015 (NYSE-2015-35); August 24, 2016 (NYSE-2016-40).
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(a) Basis for Issuance The Hearing Panel shall issue a written decision stating whether a temporary cease
and desist order shall be imposed. The Hearing Panel shall issue the decision not later than ten days after
receipt of the hearing transcript, unless otherwise extended by the Chief Hearing Officer or Deputy Chief
Hearing Officer for good cause shown. A temporary cease and desist order shall be imposed if the Hearing
Panel finds:
 

(1)   that Enforcement has made a showing of a likelihood of success on the merits; and

(2)   that the alleged violative conduct or continuation thereof is likely to result in significant dissipation
or conversion of assets or other significant harm to investors prior to the completion of the underlying
disciplinary proceeding under the Rule 9200 and 9300 Series.

(b) Content, Scope, and Form of Order A temporary cease and desist order shall:
 

(1)   be limited to ordering a Respondent (and any successor of a Respondent, where the Respondent is a
member organization) to cease and desist from violating a specific rule or statutory provision, and, where
applicable, to ordering a Respondent (and any successor of a Respondent, where the Respondent is a
member organization) to cease and desist from dissipating or converting assets or causing other harm to
investors;

(2)   set forth the alleged violation and the significant dissipation or conversion of assets or other significant
harm to investors that is likely to result without the issuance of an order;

(3)   describe in reasonable detail the act or acts the Respondent (and any successor of a Respondent,
where the Respondent is a member firm) shall take, refrain from taking, or both; and

(4)   include the date and hour of its issuance.

(c) Duration of Order A temporary cease and desist order shall remain effective and enforceable until the
issuance of a decision under Rule 9268 or Rule 9269, or until a settlement offer is accepted pursuant to Rule
9270.

(d) Service and Dissemination Requirements The Office of Hearing Officers shall serve the Hearing
Panel's decision and any temporary cease and desist order on Enforcement and the Respondent (or upon
counsel representing the Respondent, or other person authorized to represent others under Rule 9141, when
counsel or other person authorized to represent others under Rule 9141 agrees to accept service for the
Respondent) by personal service, overnight commercial courier, or email. If service is made by email, the
Office of Hearing Officers shall send an additional copy of the Hearing Panel’s decision and any temporary
cease and desist order by personal service or overnight commercial courier. Service is complete upon
sending the notice by email or overnight courier, or delivering it in person, except that, where duplicate
service is required, service is complete when the duplicate service is complete. The temporary cease and
desist order shall be effective when service is complete. The Office of Hearing Officers shall provide a copy of
the temporary cease and desist order to each member organization with which a Respondent is associated.

(e) Delivery Requirement Where a Respondent is a member organization, Respondent shall deliver a copy
of a temporary cease and desist order, within one business day of receiving it, to its covered persons.

Adopted: July 1, 2013 (NYSE-2013-02).
Amended: August 24, 2016 (NYSE-2016-40).

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

159

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+SX-PMANU-NYSE9840%294d65eca67b9d1000931bd8d385ad169405f?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

160

http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, Rule 9850., New York Stock Exchange, Review by
Hearing Panel

Click to open document in a browser

At any time after the Office of Hearing Officers serves the Respondent (or counsel representing the Respondent,
or other person authorized to represent others under Rule 9141, when counsel or other person authorized to
represent others under Rule 9141 agrees to accept service for the Respondent) with a temporary cease and
desist order, a Party may apply to the Hearing Panel to have the order modified, set aside, limited, or suspended.
The application shall set forth with specificity the facts that support the request. The Hearing Panel that presided
over the temporary cease and desist order proceeding shall retain jurisdiction to modify, set aside, limit, or
suspend the temporary cease and desist order, unless at the time the application is filed a Hearing Panel has
already been appointed in the underlying disciplinary proceeding commenced under Rule 9211 in which case
the Hearing Panel appointed in the disciplinary proceeding has jurisdiction. The Hearing Panel shall respond to
the request in writing within ten days after receipt of the request, unless otherwise extended by the Chief Hearing
Officer or Deputy Chief Hearing Officer for good cause shown. The Hearing Panel's response shall be served
on the Respondent (or upon counsel representing the Respondent, or other person authorized to represent
others under Rule 9141, when counsel or other person authorized to represent others under Rule 9141 agrees
to accept service for the Respondent) via personal service, overnight commercial courier, or email. If service is
made by email, the Office of Hearing Officers shall send an additional copy of the temporary cease and desist
order by personal service or overnight commercial courier. The filing of an application under this Rule shall not
stay the effectiveness of the temporary cease and desist order.

Adopted: July 1, 2013 (NYSE-2013-02).
Amended: August 24, 2016 (NYSE-2016-40).
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A Respondent who violates a temporary cease and desist order imposed under this Rule Series may have its
association or membership suspended or canceled or be subject to any fitting sanction under Rule 9556. The
Exchange's CRO or such other senior officer as the CRO may designate must authorize the initiation of any such
proceeding in writing.

Adopted: July 1, 2013 (NYSE-2013-02).
Amended: August 24, 2016 (NYSE-2016-40).
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Temporary cease and desist orders issued pursuant to this Rule Series constitute final and immediately effective
disciplinary sanctions imposed by the Exchange. The right to have any action under this Rule Series reviewed by
the SEC is governed by Section 19 of the Exchange Act. The filing of an application for review shall not stay the
effectiveness of the temporary cease and desist order, unless the SEC otherwise orders.

Adopted: July 1, 2013 (NYSE-2013-02).
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January 29, 2019

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

FROM: NYSE REGULATION

SUBJECT: NYSE Rule 103A - FLOOR MEMBER CONTINUING EDUCATION

PLEASE SHOW TO YOUR COMPLIANCE OFFICER

I. Purpose

This Member Education Bulletin advises all members and member organizations that, effective immediately,
members holding the Series 7A and/or Series 7B registrations who do not also hold one or more FINRA
registrations will satisfy their continuing education requirement via NYSE's Floor Member Continuing
Education (“FMCE”) program.

II. Background

Pursuant to NYSE Rule 103A, the NYSE currently administers FMCE for individuals qualified to act as Floor
members, whether as primary or substitute trading license users. Floor members who fail to complete an
FMCE educational module within 60 days from the date they are originally scheduled to participate, or such
different number of days as the Exchange may prescribe, will be precluded from entering the trading Floor
until the requirement is satisfied. FINRA currently administers the FMCE program on NYSE's behalf online to
members holding the Series 19 registration.

III. Expansion of FMCE Program

As a result of the recent amendments to Rule 2(b)(1) (see NYSE IM 18-08 dated October 5, 2018), NYSE
member organizations that do not conduct business with the public are no longer required to be FINRA
members and, in connection with that change, FINRA will no longer be administering continuing education
for members that do not also hold a FINRA registration. In connection with that change and effective
immediately, members who hold NYSE Series 7A and/or 7B registrations and who do not also hold a FINRA
registration will have to complete FMCE in order to satisfy their continuing education requirement.

Members taking the FMCE must use the FINRA Learning Management System (“LMS”), which contains
educational content and self-tests. In order to access the LMS, members will need their CRD number and a
password communicated by FINRA via email.

Impacted members will receive notice of required FMCE modules via email only. In order to avoid being
denied access to the trading Floor, members are reminded of the need to complete the FMCE training within
the prescribed timeframe.

Questions relating to the Floor Member Continuing Education program should be directed to NYSE-
Regulation@theice.com.
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December 20, 2018

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

FROM: NYSE REGULATION

SUBJECT: QUARTERLY EXPIRATION DAY– December 21, 2018

I. Purpose

December 21, 2018 will be an Expiration Day for stock and index options and futures products for which
settlement pricing is based upon the New York Stock Exchange LLC (“NYSE” or “Exchange”) opening or
closing prices on that day. This Information Memorandum reminds members and member organizations of
certain NYSE rules and policies regarding opening imbalance publications, entry and cancellation of market-
on-close/limit-on-close (“MOC/LOC”) and closing offset (“CO”) orders, publication of on-the-close imbalances,
and printing closing transactions. While these rules and policies are applicable every day, they are especially
relevant on Expiration Days.

II. Expiration Day Opening Imbalance Publication

Members and member organizations are reminded that the regular pre-opening procedures outlined in Rules
15 (Pre-Opening Indications and Opening Order Imbalance Information) and 123D (Openings and Halts in
Trading) apply on the December 21, 2018 Expiration Day. Designated Market Makers (“DMMs”) are reminded
of their obligation to publish pre-opening indications before a security opens pursuant to Rule 15(b) and
the procedures for publishing pre-open indications set forth in Rule 15(e), including the requirement that
publication of a pre-opening indication requires the supervision and approval of a Floor Governor.

III. Rules and Policies Relating to the Close

A. MOC/LOC and CO Order Entry and Cancellation

Members and member organizations are reminded that the provisions of Rule 123C (Closing Procedures)
apply to the Close on all Expiration Days. While the Exchange expects systems to operate normally, in the
unlikely event of a systems interruption leading into or at the Close, the Closing Procedures set out in Rule
123C would operate as if the Exchanges had declared a regulatory halt in one or more securities.

In the event the Exchange invokes its exemptive powers under Rule 123C(9) (Closing Procedures - Extreme
Order Imbalances at or Near the Close), the terms of that rule would govern the handling of orders at the
Close. See Section III. D.

In connection with the entry of MOC/LOC and CO orders, members should pay particular attention to the
following:

• A “published imbalance” (a “Mandatory MOC/LOC Imbalance Publication”) is an imbalance that
has been disseminated to the Tape. An imbalance announced orally or physically posted at the
panel is not considered to be a published imbalance. See Section III. B, below. The Exchange's
Order Imbalance Information product, a data feed of real-time order imbalances that accumulate
prior to the opening and the closing of trading on the Exchange, does not constitute a “published
imbalance.”

• Members and member organizations are reminded that, while they should enter orders as early in
the day as possible, all MOC/LOC orders (unless entered to offset a published imbalance) must
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be entered electronically by 3:45 p.m. Entering MOC/LOC orders early provides DMMs with the
opportunity to more quickly identify and disseminate potential order imbalances that might exist at
the Close. This, in turn, enables brokers and traders to more effectively identify potential offsetting
customer interest that could mitigate any imbalance. MOC/LOC and CO orders entered prior to 3:45
p.m. may be cancelled or reduced prior to that time for any reason.

• After 3:45 p.m., Exchange systems will accept only MOC/LOC orders that offset a Mandatory MOC/
LOC Imbalance Publication. CO orders may be entered on both sides of the market up to 4:00 p.m.

• Between 3:45 p.m. and 3:58 p.m., MOC/LOC and CO orders may be cancelled or reduced in size

only to correct a legitimate error. 1   This also applies to instances where cancel/replace functionality
is used.

• NYSE Regulation will continue to closely monitor the cancellation of MOC/LOC and CO orders.
• After 3:58 p.m., MOC/LOC and CO orders may not be cancelled, adjusted or reduced in size for any

reason except in accordance with Rule 123C(9). See Section III. D, below.
• In the event of a trading halt effective at 3:45 p.m. or later, MOC/LOC orders may be entered only to

offset a published imbalance. CO orders, however, may be entered in any amount on either side of
the market. See Rule 123C(2).

B. Imbalance Publications 2 

Rule 123C(5) provides for the publication of order imbalances as described below. DMMs are reminded that
erroneous imbalance publications must be corrected as soon as practicable.

1. Informational Imbalance Publications between 3:00 p.m. and 3:45 p.m.

Between 3:00 p.m. and 3:45 p.m., DMMs are encouraged to issue Informational Imbalance Publications of
any size if they believe that there could be significant price dislocation at the Close. These publications are
informational only and do not limit MOC/LOC or CO order entry or cancellation before 3:45 p.m. DMMs who
wish to issue an Informational Imbalance Publication must obtain prior approval from a Floor Official (see
Rule 46.20) or qualified Exchange employee (see Rule 46.10) prior to issuance. Floor Official approvals to
issue Informational Imbalance Publications must be recorded in the Floor Official Request Tracking Engine
(“FORTÉ”). Members must state the proposed imbalance information and note any other relevant information
(e.g., average daily trading volume (“ADTV”), size, or degree of impact) in connection with the request.

2. Mandatory MOC/LOC Imbalance Publications at 3:45 p.m.

As soon as practicable after 3:45 p.m., any MOC/LOC imbalance of 50,000 shares or more will be published
by the Exchange. Other significant imbalances of lesser size (i.e., less than 50,000 shares but significant
relative to the ADTV of a particular security) may be published by the DMM with Floor Official or qualified
Exchange employee approval. As with Informational Imbalance Publications, Floor Official approvals to issue
certain Mandatory MOC/LOC Imbalance Publications must be recorded in FORTÉ and members should state
the proposed imbalance information and note any other relevant information (e.g., ADTV, size, or degree of
impact) in connection with the request.

In addition, any Informational Imbalance Publication issued prior to 3:45 p.m. must be updated. An imbalance
of 50,000 shares or more will be published. If there is an imbalance of any lesser size that is significant
relative to the ADTV of the stock, it may be published, as soon as practicable, after 3:45 p.m. by the DMM
with Floor Official or qualified Exchange employee approval. If there is no such imbalance, a “no imbalance”
indication must be issued by the DMM.

3. Mandatory MOC/LOC Imbalance Publications after a Trading Halt

If a trading halt is in effect at 3:45 p.m. but is lifted prior to the Close, any MOC/LOC imbalance of 50,000
shares or more will be published by the DMM as soon as possible after the resumption of trading.
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Additionally, any imbalance of lesser size, if significant relative to the ADTV, may be published by the DMM
as soon as possible after trading reopens, subject to prior Floor Official or qualified Exchange employee
approval. If the trading halt is not lifted before the Close, there will not be any imbalance publications.

4. Exchange Publication of Order Imbalance Information

In addition to the Informational Imbalance and Mandatory MOC/LOC Imbalance Publications described
above, the Exchange also makes available real-time Order Imbalance Information prior to the Close in
accordance with Rule 123C(6). These publications take place approximately every five seconds between 3:45
p.m. and 4:00 p.m. The Order Imbalance Information publications use a reference price in order to indicate
how many shares would be needed to close the security at that price, including MOC, marketable LOC and
CO orders. Beginning at 3:55 p.m., the Order Imbalance Information publications also includes d-Quotes and
all other e-Quotes containing pegging instructions eligible to participate in the closing transaction. As noted
above, Order Imbalance Information publications are solely for informational purposes and off-setting MOC/
LOC interest must not be submitted in response to Order Imbalance Information publications. Off-setting
MOC/LOC interest may be submitted only as described in this memo in response to a Mandatory MOC/LOC
Imbalance Publication issued at 3:45 p.m. or after a trading halt in accordance with Rule 123C(2).

C. Printing the Closing Transaction

1. Rules 116.40 and 123C(8)

DMMs are reminded that the closing transaction must be printed consistent with Rules 116.40 and 123C(8)

and must accurately reflect both the closing price and closing volume when printing the closing transaction. 3

   Additionally, DMMs are reminded of their obligation to maintain a fair and orderly market pursuant to Rule
104.

2. Verbal Interest and e-Quotes at the Close

DMMs should take all interest, including verbal, e-Quoted and Display Book interest, into account when
formulating the Close. Verbal interest from a Floor broker should be handled one of two ways: (1) entered into
UTM by NYSE Floor Operations staff; or (2) into the crowd field of the Closing template by the DMM.

Pursuant to Rule 3110, members and member organizations must ensure that they have adequate written
policies, procedures and controls in place to detect, deter and prevent conduct inconsistent with the guidance
set forth above. Any member who believes that the above procedures have not been adhered to should
report his or her concern to NYSE Regulation.

3. Holding the Close Prohibited 4 

DMMs are not permitted to “hold the Close” at a Floor broker's request or delay the closing transaction unless
directed to do so by Exchange senior management for operational or regulatory reasons.

D. Extreme Order Imbalances at or Near the Close

In order to avoid significant dislocation in the closing price that may result from an order entered or
represented at or near the Close, Rule 123C(9) permits the Exchange, on a security-by-security basis, to
temporarily suspend the hours of operation under Rule 52 so that offsetting interest may be solicited from
both on-Floor and off-Floor participants and entered to reduce the size of the imbalance. Extensions of
trading under Rule 123C(9) may be designated by the Exchange for a specific time period. Offsetting interest
is solicited using Exchange Trader Updates as well as messages sent directly to Floor broker hand-held
devices. These Exchange-issued solicitation requests include information regarding security symbol, the
imbalance amount and side, the last sale price, and a designated order acceptance cutoff time (generally
five minutes from the issuance of the solicitation request). Offsetting interest submitted in response to an
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Exchange-issued solicitation request must be a limit order priced no worse than the last sale, irrevocable
and entered no later than the order acceptance cut-off time indicated in the solicitation request. Exchange
systems will accept interest entered electronically in the named security after 4:00 p.m. only if Rule 123C(9)
(a)(1) is invoked.

Exchange systems will not verify side or price and will not block post-4:00 p.m. cancellation of interest
submitted under this rule. Therefore, members and member organizations entering such interest are
responsible for ensuring compliance with the rule, such that the only interest that may be entered in response
to such a solicitation request is: (i) offsetting; (ii) a limit order priced no worse than the last sale price; and (iii)
not cancelled.

Rule 123C(9) also permits temporary suspension of the prohibition on the cancellation or reduction of a MOC/
LOC order after 3:58 p.m. where there is a legitimate error in such an order and the execution of the order
would cause significant price dislocation at the Close. See Information Memoranda 09-20 (May 5, 2009) and
10-52 (December 22, 2010).

Only the DMM assigned to a particular affected security may request relief under Rule 123C(9). A request
for relief under Rule 123C(9) must be approved and supervised by an Executive Floor Governor or qualified
Exchange employee and supervised by a qualified Exchange officer, as defined in Rule 48(d). All Rule
123C(9)-related approvals must be recorded in FORTÉ.

E. Block-Sized Interest at the Close

Although orders entered at or near the Close (either verbally or electronically) are eligible to be executed
either prior to the Close or as part of the Close, members and member organizations should keep in mind that
such orders can result in price dislocation in the stock, particularly if the size of the order is unusual in relation
to the average daily volume of the stock or otherwise cannot easily be absorbed because of prevailing market
conditions. As a result, members and member organizations should not hold back large interest until at or
near the Close and are advised that, if they do, they may face disciplinary action for potentially affecting the
Close inappropriately.

Where a large order (or series of orders) is entered at or near the Close that may cause significant price
dislocation, the DMM should immediately seek guidance from a Floor Governor or Executive Floor Governor
as well as NYSE Regulation. Any manipulative price movement, regardless of size, is strictly prohibited.
Members and member organizations should be aware that their orders may execute at multiple prices in a
series of transactions that are distinct from the Close.

IV. Adequacy of Operations and Supervisory Staff

All members and member organizations, including DMMs, should ensure that both operational and
supervisory staffing on and around the Expiration Day will be sufficient to monitor and process all orders,
regardless of the form in which they are received, as well as to handle the anticipated increased workload.
All members and member organizations should also review their systems to ensure that they have adequate
capacity to handle the expected increase in volume. For example, DMM firms should review their DMM Unit
algorithm to ensure that they meet their obligations to maintain a fair and orderly market. DMMs are reminded
to seek the advice of a Floor Official regarding any unusual situations as quickly as possible.

V. Supervision

A. Review of Policies and Procedures

In view of increased automated order delivery, e-Quoting and automatic execution, members and member
organizations should carefully review their procedures as well as their supervisory systems for handling
orders in connection with the Expiration Day. Specifically, members and member organizations should review
their practices for handling orders at or near the Close. Reviews should include both manual orders and those

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

168

http://researchhelp.cch.com/License_Agreement.htm


handled systemically, such as orders that are handled by a computer algorithm. In addition, members and
member organizations should take all necessary steps to ensure that the relevant trading and back-office
staffs are familiar with firm procedures for handling orders at or near the Close.

In addition, members and member organizations are reminded of their obligation to have adequate systems
and controls relating to the use of firm systems by correspondents or others. Please consult Information
Memo 11-13 (May 16, 2011) for more information.

B. Adequacy of Compliance Program

Members and member organizations are also reminded to ensure that they have a robust compliance
program that includes adequate written policies, procedures and supervisory controls to monitor for
compliance with Rule 123C and the guidance contained in this memo. Policies and procedures must be
adequate to ensure that all procedures related to MOC/LOC orders and orders entered at or near the Close,
are appropriately followed, and to detect and deter any actions that may violate Exchange or SEC rules.

C. Due Diligence Requirements

Before any order with instructions to participate at the Close is transmitted to the Floor, the member or
member organization accepting the order must exercise due diligence to learn the essential facts relative
to the order, including the purpose and propriety of the at-the-close instruction. In addition, an imbalance of
orders at or near the Close, caused in part by the entry of such orders, could lead to trading being halted in
the security and such orders not receiving an execution.

D. Supervision to Prevent Improperly Affecting the Close

Members and member organizations must also ensure that their activity does not have the effect of artificially
impacting the closing price. As such, members, member organizations and compliance staff should be
mindful of Information Memo 05-52 (August 1, 2005) regarding VWAP trading at or near the Close, which
addresses the responsibility for ensuring that trading strategies engaged in to facilitate or hedge VWAP
orders have an economic basis and do not have the effect of marking the close or marking the value of a
position. Member organizations should also be aware that certain orders and order entry practices may have
the potential to cause price dislocation before the Close or distort the closing price due to prevailing market
conditions at the time the order is entered. Similarly, trading at or near the Close is of particular concern due
to the condensed time frame for execution, where the resultant closing price is used to set benchmarks, such
as index rebalancing. As a result, concerns regarding manipulation and disruptive trading may be heightened
when trading occurs at or near the close.

Firms should review procedures utilized in connection with orders to be executed at or near the Close
with their traders and other order-entry personnel. Firms should also review systemic order entry functions
(e.g., algorithms or “smart servers”) for compliance with the provisions of Information Memorandum 05-52.
Members and member organizations are also reminded that, when a firm has committed to purchase from or
sell to a customer at a price that is derived from the closing price (e.g., VWAP and MOC orders) while also
reserving a significant portion of its hedging or covering transaction to be executed at or near the Close, it
must operate with substantial care. If the transaction is completed in a manner that does not effectively place
the firm at market risk or if the transaction does not provide an opportunity for possible contra side interest to
develop and/or react to the activity, it could raise regulatory concerns and constitute conduct inconsistent with
just and equitable principles of trade.

E. Compliance with Federal Securities Laws and Rules

In addition to complying with Exchange rules and policies, members and member organizations should review
all other applicable federal securities laws and regulations, including, among others, Sections 9(a)(2) and
10(b) of the Securities Exchange Act, Regulation SHO, Exchange Act Rules 10b-5 and 15c3-5, as well as
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the margin and capital rules. Firms must ensure that they have written policies, procedures, and supervisory
controls reasonably designed to detect and deter potentially violative conduct.

Members and member organizations are reminded that failure to comply with any of the requirements
described in this memo may result in disciplinary action.

VI. Staff Contacts

Regulatory questions relating to this Information Memo should be addressed to:

• Stephen Larson, Senior Director, NYSE Regulation, Stephen.Larson@theice.com, 212.656.3830, or
• Michael Fitzpatrick, NYSE Regulation, Michael.Fitzpatrick@theice.com, 212.656.2092.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  A "legitimate error" is an error in any term of a MOC/LOC order, such as price, number of shares, side,
or identification of the security. See Rule 123C(1)(c).

2  Imbalance publications include both MOC and marketable LOC orders (based on the last sale price
at the time the publication is made). See Rule 123C(1)(b) & (d), defining "Informational Imbalance
Publication" and "Mandatory MOC/LOC Imbalance Publication." For more information on how imbalance
publications are calculated, see Rule 123C(4).

3  For more information on the execution of orders at the Close, see Rule 123C(7).
4  For additional guidance on prohibitions on holding the Close, see also FAQs 4 and 5, Member Education

Bulletin 2015-02 (June 18, 2015), available at https://www.nyse.com/publicdocs/nyse/markets/nyse/rule-
interpretations/2015/NYSE%20MEB-15-02.pdf
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October 5, 2018

   To: New York Stock Exchange LLC Members and Member Organizations

From: NYSE Regulation

Subject: Elimination of FINRA Membership Requirement for Member Organizations

New York Stock Exchange LLC (“NYSE” or “Exchange”) recently amended NYSE Rule 2 (“'Member,’
‘Membership,’ ‘Member Firm,’ etc.”). As a result of this amendment, a registered broker-dealer that does not
conduct business with the public is no longer required to be a member of the Financial Industry Regulatory
Authority, Inc. (“FINRA”) or another national securities exchange in order to become or remain an NYSE

member organization. 1   The changes became effective September 11, 2018. 2 

Rule 2

Rule 2 sets forth definitions of various terms used in the NYSE rulebook, including a definition of “member
organization” in paragraph (b)(1). In order to make Exchange membership more readily available to
registered broker-dealers that are not FINRA members or members of another national securities exchange,
the Exchange amended Rule 2(b)(1) to remove the requirement that firms be members of FINRA or another
registered securities exchange in order to meet the definition of a “member organization.” As amended, Rule
2(b)(1) defines a “member organization” as a:

registered broker or dealer (unless exempt pursuant to the Securities Exchange Act of 1934),
including sole proprietors, partnerships, limited liability partnerships, corporations, and limited liability
corporations, approved by the Exchange pursuant to Rule 311. A registered broker or dealer must
also be approved by the Exchange and authorized to designate an associated natural person to effect
transactions on the floor of the Exchange or any facility thereof.

associated natural person to effect transactions on the floor of the Exchange or any facility thereof.

Finally, Rule 2(b)(ii) was amended to state that “[t]he term ‘member organization’ also includes any registered
broker or dealer which does not own a trading license and agrees to be regulated by the Exchange as a
member organization and which the Exchange has agreed to regulate.”

Member organizations will continue to be subject to a comprehensive regulatory regime regardless of whether
they are members of FINRA or another self-regulatory organization. This regulatory regime includes oversight
of member organizations conducted directly by the Exchange as well as, among other things, work performed
by FINRA pursuant to its Regulatory Services Agreement with the NYSE, e.g., examinations of member
organizations conducted by FINRA and investigations and enforcement matters arising from FINRA's cross-
market surveillances.

Rule Text Changes

With language deleted from the rule in brackets, the text below identifies the recent changes to Rule 2:

Rule 2. “Member,” “Membership,” “Member Firm,” etc.

(a) (No change).

(b)

(i) The term “member organization” means a registered broker or dealer (unless exempt pursuant to
the Securities Exchange Act of 1934) (the “Act”), including sole proprietors, partnerships, limited liability
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partnerships, corporations, and limited liability corporations, approved by the Exchange pursuant to
Rule 311 [that is a member of the Financial Industry Regulatory Authority, Inc. (“FINRA”) or another
registered securities exchange. Member organizations that transact business with public customers or
conduct business on the Floor of the Exchange shall at all times be members of FINRA]. A registered
broker or dealer must also be approved by the Exchange and authorized to designate an associated
natural person to effect transactions on the floor of the Exchange or any facility thereof. [This term shall
include a natural person so registered, approved and licensed who directly effects transactions on the
floor of the Exchange or any facility thereof.]

(ii) The term “member organization” also includes any registered broker or dealer [that is a member of
FINRA or a registered securities exchange, consistent with the requirements of section 2(b)(i) of this
Rule, ]which does not own a trading license and agrees to be regulated by the Exchange as a member
organization and which the Exchange has agreed to regulate.

Staff Contacts

Questions concerning interpretations of Exchange rules in connection with this Information Memo should be
directed to NYSE-Regulation@theice.com.

Questions concerning the NYSE membership application process should be directed to crs@nyse.com.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Section 15(b)(8) of the Securities Exchange Act of 1934 prohibits a registered broker or dealer from
effecting transactions in, or inducing or attempting to induce the purchase or sale of most securities
"unless such broker or dealer is a member of a securities association registered pursuant to" Section
15A of that act or that broker or dealer "effects transactions in securities solely on a national securities
exchange of which it is a member."

2  See Exchange Act Release No. 84077 (September 11, 2018) (SR-NYSE-2018-33).
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September 28, 2018

   To: ALL NEW YORK STOCK EXCHANGE LLC (“NYSE”) and NYSE

AMERICAN LLC (“NYSE AMERICAN”) MEMBERS and MEMBER ORGANIZATIONS

ALL NYSE AMERICAN OPTIONS ATP HOLDERS

ALL NYSE ARCA ETP HOLDERS

ALL NYSE ARCA, INC. (“NYSE ARCA”) OTP HOLDERS and OTP FIRMS

ALL NYSE NATIONAL, INC. (“NYSE NATIONAL”) ETP HOLDERS (collectively, the “Exchanges”)

From: NYSE Regulation

Subject: The Securities Industry Essentials (“SIE”) Examination and Changes to the Central
Registration Depositary (“CRD”) System

Background

The Exchanges have filed with the Securities and Exchange Commission (“SEC”) proposed rule changes
amending certain existing rules and adopting new rules based on Financial Regulatory Authority, Inc.
(“FINRA”) rules regarding qualification, registration and continuing education requirements in order to
harmonize the rules of each exchange with those of FINRA.

Changes Taking Effect on October 1, 2018

Effective October 1, 2018, the Exchanges will require all new representative level applicants to take a general
knowledge examination known as the SIE and a tailored, specialized knowledge examination (a revised
representative-level qualification examination) for their particular registered role. The new SIE examination
was developed in consultation with a committee of industry representatives and representatives of several
self-regulatory organizations (“SROs”) and eliminates duplicative testing of general securities knowledge on
the current representative-level qualification examinations by moving such content into the SIE. Specifically,
the SIE will assess basic product knowledge; the structure and function of the securities industry markets,
regulatory agencies and their functions; and regulated and prohibited practices.

Individuals are not required to be associated with an exchange or any other SRO member to be eligible to
take the SIE. However, passing the SIE alone will not qualify an individual for registration with one of the
Exchanges.

To be eligible for registration, an individual must also be associated with a firm, pass an appropriate
qualification examination for a representative or principal and satisfy the other requirements relating to the
registration process. Individuals who are in good standing as representatives with the Financial Conduct
Authority in the United Kingdom or with a Canadian stock exchange or securities regulator would be exempt
from the requirement to pass the SIE, and thus will be required only to pass a specialized knowledge
examination to register with the Exchange as a representative.

Individuals registered as of October 1, 2018 are eligible to maintain their registrations without being subject to
any additional requirements. Individuals registered within the past two years prior to October 1, 2018, would
also be eligible to maintain those registrations without being subject to any additional requirements, provided
such individuals register within two years from the date of their last registration. However, with respect to
an individual who is not registered as of October 1, 2018 but was registered within the past two years prior
to October 1, 2018, the individual's SIE status in the CRD system would be administratively terminated if
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such individual does not register with the Exchange within four years from the date of the individual's last
registration.

Effective October 1, 2018, in accordance with FINRA's restructuring of qualification examinations and
licenses, the Exchanges' will terminate the following CRD registration categories and automatically convert all
individuals registered in these categories, as follows:

 

Registration Exchange Replacement
 

BM NYSE, NYSE American SU
 

FB NYSE Arca OM
 

MM NYSE Arca OM
 

AF NYSE American OM
 

AO NYSE American OM
 

AC NYSE American FE
 

Effective October 1, 2018, the following registrations will no longer be available on the Exchanges:
 

Registration Exchange
 

AM NYSE Arca, NYSE American
 

PM NYSE, NYSE American
 

PC NYSE, NYSE American
 

IR NYSE, NYSE American, NYSE National
 

DR NYSE, NYSE American, NYSE National
 

OP NYSE National
 

DP NYSE, NYSE American, NYSE National
 

IP NYSE, NYSE American, NYSE National
 

Effective October 1, 2018, the following registrations are being retired:
 

Registration Series Number Exchange
 

United Kingdom Securities
Representative (IE)

Series 17 NYSE, NYSE American, NYSE
Arca, NYSE National

 

Canada Securities Representative —
with options (CD)

Series 37 NYSE, NYSE American, NYSE
Arca, NYSE National

 

Canada Securities Representative — no
options (CN)

Series 38 NYSE, NYSE American, NYSE
Arca, NYSE National

 

Assistant Representative — Order
Processing (AR)

Series 11 NYSE National

 

Corporate Securities Representative
(CS)

Series 62 NYSE, NYSE American, NYSE
National

 

Securities Manager (SM) Series 10 NYSE, NYSE American
 

The relevant rule filings are available as follows:

https://www.nyse.com/publicdocs/nyse/markets/nyse/rule-filings/filings/2018/NYSE-2018-44.pdf (NYSE)

https://www.nyse.com/publicdocs/nyse/markets/nyse-american/rule-filings/filings/2018/
NYSEAmer-2018-46.pdf (NYSE American)

https://www.nyse.com/publicdocs/nyse/markets/nyse-arca/rule-filings/filings/2018/NYSEArca-2018-71.pdf
(NYSE Arca)

https://www.nyse.com/publicdocs/nyse/markets/nyse-national/rule-filings/filings/2018/NYSENAT-2018-21.pdf
(NYSE National)
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Additional information regarding the SIE is available at http://www.finra.org/industry/essentials-exam.

A summary of presentation changes and new functionality in CRD is also available at http://www.finra.org/
industry/information-notice-092418.

Staff Contacts

Questions concerning interpretations of Exchange rules in connection with this Information Memo should be
directed to:

Michael Fitzpatrick, Manager, Regulation, 212-656-2092, or Christian Sanfilippo, Manager, Regulation,
212-656-3481.

Questions regarding registration categories and requirements should be emailed to CRS@nyse.com.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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September 11, 2018

   To: NEW YORK STOCK EXCHANGE (“NYSE”) MEMBERS and MEMBER ORGANIZATIONS NYSE
AMERICAN LLC (“NYSE American”) MEMBERS, MEMBER ORGANIZATIONS and ATP HOLDERS

NYSE ARCA, INC. (“NYSE Arca”) ETP HOLDERS, OTP HOLDERS and OTP FIRMS NYSE
NATIONAL, INC. (“NYSE NATIONAL”) ETP HOLDERS

From: THE NEW YORK STOCK EXCHANGE, NYSE AMERICAN, NYSE ARCA, AND NYSE NATIONAL
(THE “NYSE EXCHANGES”)

Subject: COMMENTS REQUESTED: PROPOSED ENHANCEMENTS TO SECURITIES INDUSTRY
CONTINUING EDUCATION PROGRAM

Summary

The Securities Industry/Regulatory Council on Continuing Education (“CE Council”) has proposed
enhancements to the Securities Industry Continuing Education Program (“CE Program”), which are detailed
in the CE Council communication that is included as Attachment A to this bulletin. Among other things, these
proposed enhancements include:

• the transition of the Regulatory Element program to a more focused and shorter learning
requirement that would be administered annually, and

• review of the current Firm Element program and supporting resources as well as of the overlap of
the Firm Element program with other firm training requirements.

The overall goal of the program review is to reflect advances in technology and learning theory while
continuing to ensure that registered persons receive timely education on the securities business and the
regulatory requirements applicable to their respective functions. Also, in an effort to address challenges
that industry professionals face when attempting to reenter the industry after an absence, the CE Council
is exploring program changes that would allow individuals to maintain their qualification status following the
termination of their registrations by completing continuing education requirements.

The Financial Industry Regulatory Authority, Inc. (“FINRA”) has requested its members submit comments to
FINRA relating to the proposed enhancements in FINRA Regulatory Notice 18-26. Because these proposed
enhancements would impact members of all self-regulatory organizations, and not just FINRA members, the
NYSE Exchanges similarly encourage their member firms and other interested parties to submit comments on
the proposed enhancements.

The program enhancements that are under consideration are published on the CE Council's website and
reprinted as an attachment to this bulletin. The document includes background information, a description of
the enhancements under consideration and questions for industry participants related to the contemplated
changes. The NYSE Exchanges encourage member firms and all other interested parties to comment on the
program enhancements under consideration and to provide specific responses to the CE Council's questions.
Those comments and responses will inform the CE Council's ongoing work to enhance the CE Program.
If the CE Council decides to introduce any program changes, the NYSE Exchanges along with other self-
regulatory organizations will issue a Regulatory Bulletin describing the specific program details and any
related rule changes.

Attachment A: Securities Industry/Regulatory Council on Continuing Education Enhancements under
Consideration for the Securities Industry Continuing Education Program
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Action Requested

Comments related to the program enhancements described in attached Appendix A attached to this Member
Education Bulletin are being collected on behalf of the Securities Industry/Regulatory Council on Continuing
Education by FINRA and must be submitted by November 5, 2018 through one of the following methods:

• Via email to pubcom@finra.org or
• By mail to:

Jennifer Piorko Mitchell

Office of the Corporate Secretary

FINRA

1735 K Street, NW

Washington, DC 20006-1506

Important Note: All comments received in response to this bulletin and the attachment published by the CE
Council will be made available to the public on the FINRA website. In general, FINRA will post comments as

they are received. i 

Before becoming effective, any program changes that result in rule changes must be authorized for filing with
the Securities and Exchange Commission (“SEC”), and then must be filed with the SEC pursuant to Section

19(b) of the Securities Exchange Act of 1934 (“SEA”). ii 

Enhancements Under Consideration for the Securities Industry Continuing Education Program

Securities Industry/Regulatory Council on Continuing Education

September 6, 2018

Background

Given the increasing complexity of products and services offered through the U.S. financial markets,
providing timely, effective training to registered persons is of the utmost importance. Training is a critical
factor in ensuring investor protection and preserving the integrity of the U.S. capital markets.

The Securities Industry/Regulatory Council on Continuing Education (CE Council) is composed of securities
industry representatives and self-regulatory organizations (SROs). Formed in 1995 upon a recommendation
from the Securities Industry Task Force on Continuing Education, the CE Council was tasked with facilitating
the development of uniform continuing education (CE) requirements for registered persons of firms (CE
program). The CE program consists of both a Regulatory Element and a Firm Element.

The CE Council focuses on maintaining and advancing the CE program to meet the needs of the industry
in an efficient and cost effective manner. The CE Council also works to promote and provide educational
opportunities that support investor protection and market integrity. Pursuing change, when necessary,
is one element of how the CE Council strives to help financial professionals keep pace with educational
requirements imposed on professionals in other industries. The CE Council seeks to advance important
initiatives that enhance the ability of financial service professionals to remain current on regulatory initiatives
and other topics that will allow them to service the investing public according to high standards in the industry.

The CE Council has introduced numerous changes over the past decade, most recently the transition of the
Regulatory Element program from brick-and-mortar testing centers to online delivery. Moving the program
online resulted in multiple benefits, including greater flexibility to participate at convenient times and locations
(i.e., starting and stopping throughout the open window is an option that did not previously exist). Individuals
may now complete the Regulatory Element CE on tablets as well. With this transition, fees decreased from
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$100 to $55, reflecting the lower cost of taking the program outside of testing centers. This represents over
$20 million in savings to the industry since 2016. The CE Council is continuing its development of appropriate
education for financial professionals while addressing operational and other industry concerns.

Since 1995, the CE program has consisted of two parts, a Regulatory Element and a Firm Element,
facilitating a partnership between firms and regulators. The goal of the two-part CE program has been to
provide targeted educational material that facilitates registered persons maintaining adequate knowledge and
understanding of the rules and practices necessary to perform their registered activities. The original intent
was for the Regulatory Element to focus on regulatory requirements and industry standards, while the Firm
Element focused on securities products, services and strategies offered by firms, amongst other topics such
as firm policies and industry trends. The CE program provides a baseline CE requirement; firms often provide
additional training to registered persons beyond that classified as Firm Element training. Registered persons
also obtain additional training on their own by attending conferences and other events.

Regulatory Element

The CE program requires each registered person to complete the Regulatory Element within prescribed
intervals based on their registration anniversary date. An individual's registration anniversary date is generally
the date they initially registered in the Central Registration Depository (CRD®) system. Registered persons
who become subject to significant disciplinary action may be required to retake the Regulatory Element within
120 days of the effective date of the disciplinary action, if they remain registered.

FINRA administers the Regulatory Element through a Web-based delivery platform using a fixed content
format. The Web-based delivery method provides participants with the flexibility to complete the Regulatory
Element at a location of their choosing, including their private residence, at any time during their 120-day
completion window. Additionally, participants do not need to complete the Regulatory Element in one sitting
as previously required in testing centers.

The Regulatory Element currently includes the following four programs:

• S106 (for investment company and variable contracts representatives);
• S201 (for registered principals and supervisors);
• S901 (for operations professionals); and
• S101 (for all other registered persons).

Each of the programs includes four training modules (e.g., Module A of the S101 program covers
responsibilities to customers). Each module leads participants through a case that provides a story depicting
situations encountered by registered persons in the course of their work. Each case also contains relevant
educational content. Participants must review the story content of each case and respond to a series of
related questions that assess participants' understanding of the materials presented. If a participant is unable
to answer the questions in a particular case, they will have to retake that case until they can demonstrate
proficiency with the subject matter.

Under the current fixed-content format, registered persons in the same registration category (e.g., investment
company and variable contracts representatives) who are subject to the Regulatory Element in a given year
(e.g., 2018) must complete the same content, with the exception of the self-selected module included in some
programs.

Since its inception, FINRA has administered more than 4 million Regulatory Element sessions. Over 200,000
individuals complete the Regulatory Element annually.

Firm Element

The CE program also requires each firm to develop and administer an annual Firm Element training program
for covered registered persons. In general, a covered registered person is any registered person who has
direct contact with customers in the conduct of a member firm's securities sales, trading and investment
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banking activities and the immediate supervisor of any such person. The definition of “covered person” can
differ between SROs. For example, the rules of the Cboe Options Exchange specify that a securities trader
representative is a covered person.

The Firm Element must cover specified minimum standards (e.g., suitability and sales practice
considerations). Each firm must also consider its size, structure, scope of business, as well as regulatory
developments and the performance of covered registered persons in the Regulatory Element, in planning,
developing and implementing its Firm Element program. Further, each firm must administer its respective
program in accordance with an annual needs analysis and written training plan and must maintain records
documenting the content and completion of the program. The CE Council publishes and regularly updates
the Firm Element Advisory (FEA), which identifies and recommends pertinent regulatory and sales practice
issues for firms to consider including in their training plans.

Although the CE program has operated effectively for more than 20 years and evolved during that period,
changes in technology and learning theory have created opportunities for further improvement. For example,
technological constraints that existed at program inception resulted in the current timeframes and format
for administering the Regulatory Element. These constraints no longer exist. The 2015 transition to Web-
based delivery of the Regulatory Element allows for increased efficiency, such as administering regulatory
content in a more timely fashion, granting flexibility to individuals with geographic constraints (i.e., proximity to
testing centers), and presenting material in an optimal learning format. Similarly, the Firm Element exists in a
changing environment where education standards can be defined to ensure delivery of an adequate level of
training to registered individuals at all firms; to give credit to forms of training not recognized in Firm Element
programs today; and to potentially allow credentialing programs to play a role in firm training plans.

CE Program Enhancements Under Consideration

The CE Council is exploring a variety of options to enhance the CE program to better support the program's
purpose and continue to meet the securities industry's needs. Throughout this exploration, the CE Council is
focusing on the following goals:

1. communicating regulatory developments to the industry via the Regulatory Element in a timely
fashion;

2. improving coordination between firm and regulatory training programs;
3. allowing for diverse instructional formats that facilitate the learning of a variety of content;
4. identifying and reducing redundancy among training requirements and programs;
5. ensuring all registered professionals in the industry receive adequate training;
6. enabling previously registered individuals to maintain their qualification status by satisfying CE

requirements while out of the industry; and
7. considering more defined minimum standards of CE for the industry.

Based on the analysis completed so far, the CE Council has identified a number of possible program
enhancements, as well as a few areas for which the CE Council is interested in gathering additional
information on current firm practices and needs. The CE Council has received initial feedback from a series of
focus groups composed of industry representatives. The goal of this document is to solicit broader feedback.
For the more defined ideas, the CE Council hopes to gauge industry support and to identify challenges that
the possible enhancements might create. Other ideas are in an earlier stage of development, and the goal for
these is to gather initial feedback, identify important considerations and generate more defined ideas before
articulating possible program changes.

The remainder of this document describes program changes under consideration and the topics for which
the CE Council seeks additional information categorized into the general areas of Regulatory Element, Firm
Element and Maintaining Qualifications.

Regulatory Element
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The intended purpose of the Regulatory Element is to address regulatory requirements and industry
standards. Based on this, the Regulatory Element should focus on ensuring that registered persons
understand recently introduced rule changes and educating registered persons on significant regulatory
issues facing the industry. With this in mind, analysis of the current program suggests that there may
be opportunities for improvement in terms of relevance and timeliness of regulatory content, as well as
synergy with the Firm Element. The CE Council is also interested in identifying opportunities to improve
the CE delivery system functionality on which firms rely to ensure compliance with the Regulatory Element
requirement.

Relevance

In the current Regulatory Element program, FINRA systems assign each registered person to one of four
programs based on the individual's active registrations as described above. The majority of representative-
level registrants complete the S101 program, and registered principals complete the S201 program. Although
there is an opportunity for registered representatives to select from a set of job functions to personalize
the content of one of the S101 modules, the remaining three modules are identical for all registered
representatives. Similarly, all S201 participants within a given year complete the same material, regardless
of their qualifying registrations. One consequence of this structure is that some individuals complete content
that is not directly relevant to the registrations they hold or the job roles in which they work. This format is a
legacy of technological constraints that no longer exist. The CE Council is exploring methods of restructuring
the Regulatory Element program to increase the relevance of content most individuals receive.

The structure under consideration revolves around identification of significant rule changes and other
regulatory issues facing the industry. FINRA, in consultation with and final approval from the CE Council,
would analyze the scope of each rule change and regulatory issue to determine which topics to address
within the Regulatory Element program, the amount of learning content necessary to address each topic,
and the relevance to each registration category. FINRA would then work with the CE Content committee,
composed of industry experts, to create targeted learning units. Individuals would only receive those portions
of the Regulatory Element that are pertinent to the registrations that they hold. This modular approach to
administration, combined with the narrower focus, should reduce the total amount of content individuals
complete while making the content more relevant to their roles.

Timeliness

Under the current CE program, individuals complete Regulatory Element content on the second anniversary
of their initial registration and every three years thereafter. The CE Council originally established this
frequency to address the capacity challenges of the test center-based delivery model. The transition to online
delivery in 2016 removes this constraint.

The current frequency is an obstacle to providing timely regulatory training on impactful rule changes and
significant industry regulatory issues. The CE Council is considering moving to an annual Regulatory Element
requirement to improve timeliness. Initial analysis of the change from narrowly focusing the Regulatory
Element suggests that an annual program would consist of approximately one-third of the content of the
current program. Administering the new program would not result in increased costs for firms or participants;
the annual Regulatory Element for registered persons would have a fee of approximately one-third of the
current $55 fee.

The CE Council recognizes that transitioning to an annual Regulatory Element requirement may increase
work related to monitoring and verifying participation at some firms. The CE Council has discussed possible
enhancements to FINRA systems to help with these challenges.

Regulatory Element Systems
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The CRD system is the primary industry system for managing Regulatory Element activities. The CE Council
has discussed with FINRA the possibility of CRD system enhancements to improve functionality and address
increased compliance work related to the possible transition of the Regulatory Element program to an annual
requirement. FINRA is working on a general redesign effort of the CRD system and has already released a
number of enhancements this year with additional features planned. Based on the work completed thus far,
the CE Council believes that FINRA would be able to deliver enhancements to reporting and data access that
could assist with the increased frequency of Regulatory Element participation.

FINRA has also released a system to improve access to data and delivery of services to registered
representatives, although the system is not yet widely used. This system, the Financial Professional Gateway,
consolidates a number of services already available to current and former registered representatives, such as
retrieval of U5 forms and updates of addresses for individuals who have left the industry. The CE Council has
discussed with FINRA the possibility of leveraging this system for delivery of the Regulatory Element. One
of the core benefits would be the opportunity for firms to opt into system-generated email notifications. The
system could send notifications directly to registered representatives at the start of their Regulatory Element
window and periodically thereafter until they have met the requirement. The system would either notify or
include firms in all such communications, depending upon the firm's preference. The CE Council believes that
automated notifications to the registered representatives could substantially reduce the challenges faced by
firm personnel responsible for monitoring Regulatory Element completion. The CE Council seeks feedback
on the specific functionality that would most help firms manage an annual Regulatory Element requirement,
including but not limited to reporting functionality and automated notifications.

Synergy with Firm Element

The current Regulatory Element and Firm Element programs operate largely independently from one another.
This results in duplication between the two programs at some firms. The CE Council believes that firms
could better leverage the Regulatory Element as part of their overall training programs if they had a clearer
understanding of the specific Regulatory Element content covered each year. Given the narrower focus for
the Regulatory Element, the CE Council believes that it may be possible to publish the learning topics for
the coming year well in advance. The CE Council seeks input from firms about the value of such information
and the timing necessary to support the development of firm training programs to meet the Firm Element
requirements.

Firm Element

The purpose of the Firm Element program is to address products, services and strategies offered by the firm
as well as firm policies and industry trends. In exploring the current Firm Element program, the CE Council
seeks feedback on the value of guidance and resources provided by CE Council to help firms and the typical
amounts and formats of Firm Element content at various firms. The CE Council is also interested in feedback
on redundancy with other industry training requirements, opportunities for reciprocity with other securities or
related credential programs, and the sources of Firm Element content used by most firms.

CE Council Guidance and Resources

The CE Council maintains a current FEA on the CE Council website (cecouncil.com). This document
provides general guidance on conducting an annual needs analysis, access to reports summarizing a firm's
performance on the Regulatory Element and a number of regulator-provided training resources. The bulk
of the document is devoted to current topics that firms could consider when planning their Firm Element
programs. Each topic usually has one or more regulator resources that provide timely information on the
subject. The CE Council is interested in feedback on the value of this resource as well as other guidance or
tools that the CE Council could provide to help firms meet their Firm Element obligations.

Typical Characteristics of Firm Element Programs
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Many professions have structured CE programs to maintain professional credentials, including concepts
like educational credits or assessment requirements. In contrast, the Firm Element requirement is relatively
unstructured. Aside from some high-level content required by regulators, industry rules require firms to
complete an annual needs analysis and develop a training program that is appropriate for their scope of
business. The needs analysis remains an important component of a firm's program given that it allows
firms to identify areas where training is needed or could be helpful while also accounting for the unique
nature of the firm. Based on focus group discussions, firms seem to vary considerably in how they meet
this requirement. For example, firms may train personnel on matters relating to suitability, confidentiality,
anti-money laundering (AML), cybersecurity, products and services, and other topics to provide an effective
education experience.

The CE Council is interested in understanding the typical amount of Firm Element content administered at
firms as well as the various types of educational material and formats used. In particular, the CE Council is
interested in understanding whether most firms rely solely on traditional and electronic courses or if seminars,
conferences or other learning activities are also commonly used.

Further, the CE Council seeks feedback on providing guidance to firms on expectations for appropriate
amounts of Firm Element content. Some firms provide very limited amounts of Firm Element, and the CE
Council is concerned that registered representatives at those firms may not be receiving adequate training.
The CE Council is interested in suggestions for creating minimum threshold requirement for Firm Element
without introducing onerous requirements.

Other Training Requirements and Credentialing Programs

The CE Council is aware that there are a number of industry training requirements outside the Firm Element
program including AML training and an annual compliance meeting required by some regulators. The CE
Council seeks feedback on how most firms coordinate these various training requirements and identifying
redundancy when it arises.

The CE Council also recognizes that registered persons may have additional CE requirements associated
with other professional credentials. The CE Council is interested in understanding the most common
credential programs within the industry and identifying potential opportunities for reciprocity among programs.
Some of the courses that satisfy these other CE requirements may also be appropriate for Firm Element
training. Reciprocity between programs is an important consideration for the CE Council given that the time
dedicated to training could address multiple requirements.

Access to Firm Element Content

Firms have a variety of options for sourcing Firm Element content. Some firms develop materials internally.
Others rely on third-party training providers. The CE Council is interested in feedback on challenges faced in
developing or acquiring appropriate content to meet Firm Element requirements.

The CE Council is considering creating a centralized content catalog to serve as an additional source of Firm
Element content. FINRA and the CE Council would work together with third-party training providers to offer a
large catalog of readily available materials that are centrally located for convenience. Firms would have easy
access to necessary courses and could select from multiple providers to satisfy a portion of or their entire
Firm Element requirements. Firms may also choose to create and develop content in-house as desired. In
addition, FINRA and other SROs have existing educational courses and could develop additional courses as
needed. Courses offered by third-party vendors, FINRA and others would be included and available in the
course catalog. The CE Council is interested in understanding whether a centralized source of content would
be helpful and the value of providing such a resource to the industry.

Maintaining Qualification Status Post Termination
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Currently, individuals whose registrations have been terminated for two or more years are required to
requalify by examination, or obtain a waiver of the examination requirement, in order to re-register. Individuals
whose registrations have been terminated cannot maintain their qualification status beyond the two-year
period. The CE Council is considering a mechanism to support regulatory efforts to revise this current rule
structure. With regard to the Securities Industry Essentials (SIE) Exam qualification (effective October 1,
2018), this qualification will continue to remain valid for four years but will not constitute registration on its
own.

The central idea is to allow previously registered individuals to complete an annual Regulatory Element as
well as additional content equivalent to Firm Element while out of the securities industry. If individuals do
so, they would not have to requalify by examination or obtain a waiver of the examination requirement upon
returning to the industry. These individuals would still be required to satisfy all other conditions of registration,
including satisfying the eligibility requirements for association with a firm.

The CE Council is exploring the details of such a program, identifying necessary eligibility requirements for
participation and considering the impact on the two-year termination rule.

Program Considerations

Individuals seeking to maintain their qualification status while no longer associated with a firm would need to
complete the required annual Regulatory Element and additional assigned learning units (i.e., Firm Element
equivalent). Completion of the Regulatory Element is straightforward for these individuals — they would
participate in the same way that registered individuals do and use the same systems to complete their CE
program. The CE Council is considering how best to account for the additional content equivalent to Firm
Element including the appropriate amount and variety of additional content. Without establishing an industry
Firm Element baseline expectation, it is difficult to determine the appropriate expectation for individuals who
are maintaining their qualification outside the industry. Although the CE Council could make a determination,
any decision would likely serve as a benchmark for firm programs. The CE Council seeks feedback from firms
on how to best approach this.

Delivery of the Firm Element content to individuals who are maintaining their qualification status is more
straightforward. Such individuals would complete the assigned learning units on FINRA's platform using
content from the proposed centralized content catalog. Given that these individuals would not be associated
with a firm, the FINRA CE delivery platform provides the most efficient and effective means of tracking their
compliance with the proposed CE requirements.

Both the Regulatory Element and additional learning units assigned to these individuals would correlate to the
individual's terminated registration(s) and require annual completion based on their established registration
anniversary date.

The approach under consideration is similar to that taken by other professions, such as the legal profession,
and is intended to address industry concerns regarding the challenges securities professionals experience
when reentering the industry after an absence.

Eligibility Requirements and Program Duration

There would likely be some limits on eligibility to maintain qualification status. For instance, the Financial
Services Affiliate Waiver Program (FSAWP) that goes into effect in October 2018 requires an individual to be
registered as a representative for five years within the previous 10-year period, as well as to be registered for
the entirety of the most recent year. If eligible, an individual can participate within the FSAWP program for up
to seven years. Similar eligibility requirements and program length might be used for individuals maintaining
their qualification status under the new program. The CE Council seeks feedback on potential eligibility
requirements and program durations.

The CE Council is considering introducing this program to provide a mechanism for individuals to maintain
qualification status after leaving the industry. The CE Council is unsure if this program should be available to
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individuals who remain associated with a firm after terminating their registrations. The expanded availability of
permissive registrations for associated persons that will go into effect in October 2018 allows such individuals
to maintain their registrations, albeit in a permissive capacity. The CE Council seeks feedback on the
appropriateness and importance of allowing associated persons to maintain their qualification status via this
program as an alternative to permissive registration.

The CE Council does not intend for this program to be available to individuals whose registrations have been
revoked and who are required to requalify by examination in order to re-register.

Two-Year Termination Rule

Under the current registration rules, an individual who re-registers within two years of termination is not
required to requalify by examination or obtain a waiver. Consistent with this provision, the CE Council is
considering including a two-year “catch-up” opportunity as part of the potential program. Individuals within
two years of their termination would have the opportunity to complete any lapsed annual CE requirement in
conjunction with their re-registration. This step would be in lieu of completing the annual CE requirements at
each registration anniversary.

Questions

The CE Council and the SROs have included questions in the section below to highlight the areas of greatest
interest. In addition to any general feedback, the CE Council would appreciate consideration of these
questions in all responses. In responding to the questions, please provide a discussion of the types (direct
vs. indirect) and sources (e.g., compliance, staffing or technology) of potential costs and benefits wherever
appropriate. Please also provide empirical data or other factual support for your responses wherever possible
and to the extent you feel it would be helpful to articulate your viewpoint.

Regulatory Element

1. In order to increase the timeliness of Regulatory Element content, the CE Council is considering
recommending moving to an annual requirement. Although the transition would reduce the amount
of content included in a session to approximately one-third of the current program, the increased
frequency could result in increased effort required to monitor participation. What are the potential
impacts of this transition to firms?

2. The CE Council has discussed with FINRA possible enhancements to the CRD system and the
Financial Professional Gateway. Would enhanced reporting and automated notification functions
help mitigate the additional efforts required to monitor participation of an annual Regulatory Element
requirement? What other system enhancements would firms find helpful?

3. The CE Council is considering narrowing the focus of the Regulatory Element to rule changes and
significant regulatory issues. Does this seem like an appropriate focus? Are there other topics that
should be included within the Regulatory Element?

4. The CE Council is considering adoption of a modular structure in place of the current Regulatory
programs. Does this seem like a good way to increase the relevance of the Regulatory Element
content? Are there concerns with determining relevance of topics based on registrations held,
keeping in mind this will have a de minimis effect on the time required to complete the annual
course?

5. The CE Council is exploring the possibility of publishing the Regulatory Element topics for the
coming year in advance of introducing such topics. If this information were available, would firms
factor it into their Firm Element training plans? How much detail would be necessary for it to
be useful? How early would the CE Council need to publish the information to allow for timely
alignment with Firm Element planning activities?

Firm Element
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6. Is the current Firm Element Advisory (FEA) useful? Do firms reference the FEA when planning their
training programs? Which aspects of the FEA are most helpful? Are there other resources the CE
Council should provide to help firms meet their Firm Element requirements?

7. How much Firm Element training does the typical covered person receive? Are electronic and in-
person courses the standard format for delivering Firm Element training? Do most courses include an
assessment component? What other learning activities do firms commonly use to meet Firm Element
requirements?

8. Is Firm Element generally limited to covered persons? Do firms typically offer similar amounts of
training to registered persons who are not covered persons? Do firms offer similar training opportunities
to unregistered persons? Should the Firm Element requirement apply to all registered persons? What
types of training do covered persons undertake that should be included as Firm Element training?

9. How could the CE Council communicate reasonable expectations for amounts of Firm Element
without introducing an onerous process? Are there other ways to ensure firms provide adequate
training to securities professionals?

10. Aside from Firm Element, what are the most significant regulatory training courses used by firms?
Do firms include these other requirements as part of their Firm Element training programs?

11. Do most firms maintain training programs to ensure associated persons meet the requirements
of non-regulatory credentialing programs? Which credentialing programs have the most significant
impact on firm training programs? Do firms include these training requirements within their Firm
Element training plans? Are there credentialing programs with which the CE Council should consider
establishing formal reciprocity agreements?

12. How often do firms use content from third-party training providers to meet their Firm Element
requirements? Would a centralized content catalog with offerings from multiple providers be beneficial
for the industry?

Maintaining Qualification Status Post Termination

13. Should the CE Council pursue a recommendation to allow previously registered individuals to
maintain their qualification status while away from the industry? Does a CE program seem like an
appropriate way to accomplish this?

14. If the CE Council recommended introducing a CE program that allowed individuals to maintain their
qualification status while outside the industry, how much CE would be sufficient?

15. If the CE Council recommended introducing such a program, should it impose an experience
requirement for individuals to be eligible? If the CE Council recommended establishing a minimum
duration of prior registration, what would be a reasonable requirement?

16. Should there be a limit to how long a previously registered individual could maintain their
qualification status via the CE program under consideration? If so, what duration is appropriate?

17. Should the program allow previously registered individuals to maintain their qualification status
while associated with a firm but working in a capacity that does not require registration? How would this
interact with the expanded opportunity for an associated person to hold a permissive registration?

18. How important is maintaining the two-year termination rule if individuals are able to maintain
qualification status while away from the industry? Is the opportunity for individuals to complete lapsed
CE when re-registering within two years of termination a sufficient replacement for the two-year
termination rule?

General Questions
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19. In developing a specific recommendation to change the industry CE requirements, what are the
most important issues for the CE Council to consider?

20. Are there alternative approaches, other than the ideas discussed here, that the CE Council should
consider? What are the relative benefits and costs of any alternative approach?

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Footnotes

i  Persons submitting comments are cautioned that FINRA does not redact or edit personal identifying
information, such as names or email addresses, from comment submissions. Persons should submit
only information that they wish to make publicly available. See FINRA Notice to Members 03-73
(November 2003) (Online Availability of Comments) for more information.

ii  See SEA Section 19 and rules thereunder. After a proposed rule change is filed with the SEC, the
proposed rule change generally is published for public comment in the Federal Register. Certain limited
types of proposed rule changes take effect upon filing with the SEC. See SEA Section 19(b)(3) and SEA
Rule 19b-4.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
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August 13, 2018

   To: NEW YORK STOCK EXCHANGE LLC (“NYSE”) MEMBERS and MEMBER ORGANIZATIONS

NYSE AMERICAN LLC (“NYSE AMERICAN”) MEMBERS, MEMBER ORGANIZATIONS and ATP
HOLDERS

NYSE ARCA, INC. (“NYSE ARCA”) ETP HOLDERS, OTP HOLDERS and OTP FIRMS

NYSE NATIONAL, INC. (“NYSE NATIONAL”) ETP HOLDERS (collectively, “Members”)

From: NYSE REGULATION

Subject: MEMBER OBLIGATIONS REGARDING CREDIT LIMITS UNDER THE MARKET ACCESS RULE

The purpose of this Information Memorandum is to further remind all Members of their obligations with

regard to setting credit limits 1   under Securities Exchange Act Rule 15c3-5 – Risk Management Controls for

Brokers or Dealers with Market Access (the “Market Access Rule” or “Rule 15c3-5”). 2 

It is important that all Members, including brokers trading on the NYSE Floor, understand and address the
requirements set forth by the SEC's Market Access Rule, which has been in effect since November 2011.
Thus, Members are urged to carefully review this Memorandum (as well as other historic regulatory guidance)
3   as part of their efforts to review, further develop, and update their Market Access Rule policies, practices,
and procedures relating to credit limits.

NYSE Floor Brokers should also review a separate Information Memorandum, being published
contemporaneously, relating to hand-held and algorithm credit limit issues that are specific to NYSE Floor
Brokers. See NYSE IM Number 18-05, Additional Information for Floor Brokers Regarding Credit Limits Under
the Market Access Rule.

Introduction

As discussed in an October 5, 2017 Information Memorandum issued by NYSE Regulation regarding the
Market Access Rule, pursuant to Rule 15c3-5, broker-dealers with access to trading on an exchange or
alternative trading system (“market access”) are required to establish, document, and maintain a system of
risk management controls and supervisory procedures reasonably designed to manage financial, regulatory,

and other risks of this business activity. 4   Therefore, all broker-dealers providing access to any of the
NYSE Exchanges are required to establish risk management controls and supervisory procedures that are

reasonably designed to (among other things): 5 

1) prevent “the entry of orders that exceed appropriate pre-set credit or capital thresholds in the
aggregate for each customer and the broker or dealer;”

2) prevent “the entry of erroneous orders, by rejecting orders that exceed appropriate price or size
parameters;” and

3) “ensure compliance with all regulatory requirements” that are applicable in connection with market

access. 6 

This Information Memorandum again reminds Members of their obligations in connection with the setting of

credit limits. 7 

This Information Memorandum addresses the following topics, which are generally applicable to Members:
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• Setting credit limits;
• Documenting credit limits;
• Adjusting credit limits;
• Reviewing credit limits; and
• The use of compliance consultants in addressing market access issues.

Setting Credit Limits

As discussed in the October 2017 Information Memorandum, in determining appropriate credit limits for
a customer, “‘the [SEC] expects broker-dealers will make such determinations based on appropriate
due diligence as to the customer's business, financial condition, trading patterns, and other matters, and

document that decision.’” 8 

Members cannot solely rely on their customer or the customer's clearing broker to set the credit limit for them.
This is inappropriate and contrary to the rule. It is incumbent upon the broker-dealer to engage in the required
due diligence to set appropriate credit limits. This due diligence may include analyzing information received
from third parties (such as the customer or clearing broker). However, each Member must determine the
proper limits based on its own analysis.

Members also cannot look at only a single criteria when determining credit limits (for example, only the
customer's financial condition or only the customer's trading patterns or activity). Reviewing such information
in isolation is not consistent with the Market Access Rule. Rather, broker-dealers are generally expected
to take the customer's business AND financial condition AND trading information into account when
setting appropriate credit limits. Indeed, each of these types of reviews can serve different purposes. For
example, credit limits based on a customer's trading patterns may help prevent erroneous trading or systems
malfunctions, but would not necessarily ensure that the customer has the financial wherewithal to conduct the
trading at issue.

Documenting Credit Limits

The SEC's Adopting Release for Rule 15c3-5 explains that not only must broker-dealers conduct due

diligence when setting credit limits, but that broker-dealers must also “document that decision.” 9   Thus,
the Market Access Rule requires that a broker-dealer document and be able to explain the rationale for the
credit limit that it provided to each of its customers. As regulators have previously stated, a broker-dealer
“should be prepared to show why it selected a particular threshold, how that threshold meaningfully limits the
financial exposure potentially generated by the customer or its own trading activity, and the process by which

it monitors the continued appropriateness of those thresholds on an ongoing basis.” 10   Failure to do so will
make it far more difficult for a firm to demonstrate that its credit limits are reasonable. A lack of documentation
of how the Firm has established (or adjusted) customer credit limits may be an independent violation of the
Market Access Rule's documentation requirements.

Adjusting Credit Limits

It is also important that Members follow the Market Access Rule's requirements for adjusting credit limits
once they are breached. This does not mean that firms can never allow trades that are in excess of a client's
credit limit. While it is permissible for a broker-dealer to adjust credit limits once they have been breached,
the broker-dealer: (1) must “evaluate whether it is appropriate under the particular circumstances to modify
the relevant threshold;” (2) make any modifications “in accordance with [its] supervisory procedures;” and (3)

appropriately document and retain the reasons for any such modification. 11   Accordingly, broker-dealers
need to adhere to all three of these requirements when deciding whether to adjust a customer's credit limit
for, among other reasons, rebalancing, exiting positions, or market conditions.

Reviewing Credit Limits
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There also have been situations where broker-dealers set customer credit limits but did nothing to review
them over the course of years. Firms cannot simply “set and forget” such limits. Rather, credit limits must be
regularly assessed for reasonableness. Indeed, it is expected that a “broker-dealer will monitor on an ongoing
basis whether the credit thresholds remain appropriate, and promptly make adjustments to them, and its

controls and procedures, as warranted.’” 12   After conducting the appropriate diligence on their customers,
a broker-dealer should decide how frequent and regular its review should be of each customer (e.g., weekly,
monthly, quarterly). Moreover, Rule 15c3-5 further requires broker-dealers, on at least an annual basis, to
review such controls and procedures for effectiveness and certify that they comply with the Market Access

Rule's requirements. 13 

Hiring Compliance Consultants to Assist with Market Access Rule Issues

We understand that some Members may, from time to time, hire consultants in order to assist them with
establishing policies, processes, and procedures relating to compliance issues, including the Market
Access Rule. While compliance consultants may be useful in assisting Members in meeting their regulatory
requirements, each Member ultimately remains responsible for ensuring compliance with all SEC and NYSE
Exchange rules. Thus, when retaining a compliance consultant, it is important that Members conduct the
necessary due diligence to ensure that the advice they are receiving is appropriate for their business.

Among other things, Members should consider such questions as whether the consultant:

• has an appropriate background in the Member's business;
• has knowledge of the specific issues to be addressed;
• is providing advice that is specifically tailored to the Member; and
• has been provided all the information necessary to do its job.

Asking these kinds of questions of the consultant will help ensure that the compliance advice Members are
receiving (in connection with the Market Access Rule and other issues) will add value and help ensure that
Members are complying with the applicable rules.

* * * * *

Adherence to the Market Access Rule protects the soundness of NYSE's Exchanges and their Members.
Members are again reminded of their obligation to be knowledgeable of and adhere to all Rule 15c3-5
requirements – including, without limitation, those concerning the setting of credit limits.

If you have questions regarding this Memorandum, please contact NYSE-Regulation@theice.com.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  The "term ‘credit’ is generally used to refer to a broker-dealer's customer activity, and the term ‘capital’
is generally used to refer to a broker-dealer's activity for its own account." See Responses to Frequently
Asked Questions Concerning Risk Management Controls for Brokers or Dealers with Market Access,
Securities and Exchange Commission Division of Trading and Markets (April 15, 2014) ("15c3-5 FAQs"),
FAQ #8.

2  See Securities Exchange Act Release No. 63241 (November 3, 2010), 75 FR 69791 (November 15,
2010) ("Market Access Rule Adopting Release").

3  Other helpful regulatory guidance includes, inter alia: NYSE Information Memo 17-08, NYSE American
Information Memo 17-05, NYSE American Regulatory Bulletin RB-17-036, and NYSE Arca Regulatory
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Bulletin RB-17-137 (October 5, 2017); the SEC's April 2014 15c3-5 FAQs, and the SEC's November
2010 Market Access Rule Adopting Release.

4  Exchange rules further require Members to have supervisory systems in place that are reasonably
designed to achieve compliance with applicable securities laws and regulations, and with applicable
Exchange rules. See, e.g., NYSE Rule 3110, NYSE American Rule 3110-Equities, NYSE American Rule
320, NYSE Arca Rule 11.18, NYSE National Rule 11 (Section 3).

5  With limited exceptions, these risk management procedures and supervisory controls must be under the
direct and exclusive control of the broker-dealer providing market access. See, e.g., 15c3-5 FAQs, FAQ
#10.

6  Rule 15c3-5(c)(1).
7  We expect to issue a separate Information Memorandum concerning the above-mentioned regulatory

requirements prong with respect to Member Firms' post-trade reviews.
8  15c3-5 FAQs, FAQ #8 (quoting Market Access Rule Adopting Release).
9  Market Access Rule Adopting Release at 39.

10  Id.; see also October 2017 IM, at 3.
11  15c3-5 FAQs, FAQ #18; see also October 2017 IM, at 3.
12  15c3-5 FAQs, FAQ #8 (quoting Market Access Rule Adopting Release).
13  Rule 15c3-5(e); see also October 2017 IM, at 2.
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August 13, 2018

   To: NEW YORK STOCK EXCHANGE LLC (“NYSE”) MEMBERS and MEMBER ORGANIZATIONS

NYSE AMERICAN LLC (“NYSE AMERICAN”) MEMBERS, MEMBER ORGANIZATIONS and ATP
HOLDERS

NYSE ARCA, INC. (“NYSE ARCA”) ETP HOLDERS, OTP HOLDERS and OTP FIRMS

NYSE NATIONAL, INC. (“NYSE NATIONAL”) ETP HOLDERS (collectively, “Members”)

From: NYSE REGULATION

Subject: ADDITIONAL INFORMATION FOR FLOOR BROKERS REGARDING CREDIT LIMITS UNDER
THE MARKET ACCESS RULE

The purpose of this Information Memorandum is to remind NYSE Floor Brokers about credit limit issues
associated with the use of hand-helds and algorithms, and to discuss an upcoming change to NYSE Floor
Broker hand-held technology relating to credit limits.

This Information Memorandum supplements (and should be read in conjunction with) NYSE IM Number
18-04, Member Obligations Regarding Credit Limits Under the Market Access Rule, which has been issued
contemporaneously.

NYSE Floor Broker Hand-Held Credit Limits

NYSE Floor Brokers utilize hand-helds supplied by the NYSE to enter orders into the NYSE. Firms are
required under Securities Exchange Act Rule 15c3-5 (the “Market Access Rule” or “Rule 15c3-5”) to set credit

limits in connection with orders that are sent from the hand-held to the market. 1 

When a Floor Broker Firm uses a single hand-held for a customer, that hand-held can be programmed with
the customer's entire credit limit. However, if a Floor Broker Firm directs its customer's trading to more than
one Floor Broker at the firm, then the customer's credit limit needs to be divided across the different hand-
held devices assigned to each individual Floor Broker.

Otherwise, the customer's effective credit limit may be many multiples (depending on the number of hand-

helds) higher than it should be. 2   In situations involving multiple hand-helds, Floor Broker Firms must take
steps (and document the steps taken) to ensure that the customer's overall credit limit is not breached.

The Use of Algorithms by Floor Brokers

NYSE Floor Brokers that use algorithms as part of their trading must also ensure that a customer's overall
credit limit is not breached, regardless of whether the algorithm is sponsored by the NYSE (Pragma) or a
third-party algorithm (“TPA”) that a Floor Broker contracts with directly. Floor Brokers utilizing algorithms may
send their orders from their hand-held to the algorithm, which the algorithm may then send in whole or in part
to the market. Thus, for example, a Floor Broker may send what is commonly referred to as a “parent” order
to the algorithm, and the algorithm may break up the parent order into “child” orders for routing to the market.

Floor Brokers are reminded that, when trading through a TPA, because the TPA is entering child orders
directly into the NYSE on behalf of the Floor Broker, the Floor Broker is not only responsible for setting
15c3-5 controls within its hand-held, but is also responsible for setting 15c3-5 controls within the TPA. Floor
Brokers should be mindful of the availability of Rule 15c3-5 controls offered by a TPA when selecting an
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algorithm provider, because the Floor Broker using the TPA will be held responsible if a TPA's controls are
inadequate.

Currently, NYSE hand-helds support entering credit limits and erroneous order controls for all orders sent
from the hand-held, regardless of the destination of such orders (exchange matching engine, TPA, or
Pragma). We understand that in order to provide Floor Brokers with the ability to set more calibrated credit
limits in connection with TPAs, it is expected that, by around the end of summer of 2018, hand-helds will no
longer support credit limits (or erroneous order controls) in connection with orders sent to TPAs. NYSE will
continue to support credit limit and erroneous order controls in hand-helds in connection with orders being
sent to the Exchange directly or through Pragma. NYSE Floor Brokers utilizing TPAs will need to set credit
limits within the TPA on a per client basis.

NYSE Floor Brokers utilizing TPAs should also set other TPA risk limits (e.g., duplicate orders, maximum
dollars per order, maximum shares per order) in order to prevent the execution of erroneous orders. Indeed,
regardless of who developed the algorithm (e.g., a TPA provider rather than the Floor Broker), it is the NYSE
Floor Broker using the TPA who has the ultimate regulatory responsibility to ensure that all orders processed
through the TPA comply with the Market Access Rule.

* * * * *

Adherence to the Market Access Rule protects the soundness of NYSE's Exchanges and their Members.
Floor Brokers are again reminded of their obligation to be knowledgeable of and adhere to all Rule 15c3-5
requirements – including, without limitation, those concerning the setting of credit limits.

If you have questions regarding this memo, please contact NYSE-Regulation@theice.com.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  At times trade data reflecting an order or execution may bear the market participant identification number
of another exchange member, notwithstanding that a Floor Broker routed that order to the market. In
such situations, the obligations of the Market Access Rule remain with the Floor Broker who is providing
access to the NYSE Exchanges. See, e.g., Responses to Frequently Asked Questions Concerning Risk
Management Controls for Brokers or Dealers with Market Access, Securities and Exchange Commission
Division of Trading and Markets (April 15, 2014), FAQ #3 ("Rule 15c3-5 applies only to the broker dealer
with access, or providing access, to an exchange or ATS ….").

2  See, e.g., NYSE Matter No. 2012-03-14245-01 (April 19, 2016), at ¶43.
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June 18, 2018

   TO: All NYSE Members and Member Organizations

FROM: NYSE REGULATION

SUBJECT: RUSSELL RECONSTITUTION – JUNE 22, 2018

I. Purpose

Following the close of trading on June 22, 2018, the Russell Investment Group will reconstitute certain
of its indices, including the Russell 3000 Index and the Russell Microcap Index. This reconstitution (the
“Russell Reconstitution”) may significantly affect the volume of trading on the New York Stock Exchange LLC
(“NYSE”) (the “Exchange”), particularly leading into the close on June 22.

This Information Memorandum reminds members and member organizations of certain Exchange Rules and
policies regarding:

• entry and cancellation of market-on-close/limit-on-close (“MOC/LOC”) and Closing Offset (“CO”)
orders;

• publication of closing imbalances; and
• printing the closing transaction.

This memorandum also provides guidance on possible system interruption scenarios and the operation of
certain Exchange rules and policies in the event that such a scenario occurs.

II. Background

Reconstitution of certain Russell indices will take effect after the close of U.S. equity markets on June 22,
2018. On June 8, 2018, the Russell Investment Group published a preliminary list of additions and deletions
to the Russell 3000 and Microcap Indexes. The Exchange expects that during the trading day on June
22, and especially at or near the Close, significant trading volume associated with portfolio rebalancing
will be initiated based upon those lists. For more information on the Russell Reconstitution, see https://
www.ftserussell.com/research-insights/russell-reconstitution.

Exchange Rules and Policies Relating to the Close

a. MOC/LOC and CO Order Entry and Cancellation

Exchange Rule 123C (Closing Procedures) is in effect for June 22, subject to the contingency scenarios
outlined below in the event of a systems outage. In addition, although certain categories of imbalance
publications (such as Informational Imbalances) require prior Floor Official approval, given the number
of imbalance publications expected and the sensitivity surrounding the Close on June 22, DMMs are
encouraged to consult with and receive the approval of a Senior Floor Official or higher in those situations
where Floor Official approval is necessary.

While the Exchange expects its systems to operate normally on June 22, in the unlikely event of a systems
interruption leading into or at the Close, the closing procedures set out in Exchange Rule 123C would apply
in the event the Exchange declared a halt in one or more securities. In the event that the NYSE invokes
exemptive powers under Exchange Rule 123C(9) (Closing Procedures - Extreme Order Imbalances at or
Near the Close), the terms of that rule would govern the handling of orders at the Close. See Section II.d
below.
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In connection with the entry of MOC/LOC and CO orders generally, members and member organizations
should pay particular attention to the following:

• A “published imbalance” is an imbalance that has been disseminated to the Tape. An imbalance
that is announced orally is not considered to be a published imbalance. The Exchange Order
Imbalance Information product, a data feed of real-time order imbalances that accumulate prior to
the opening of trading on the Exchange and prior to the close of trading on the Exchange, does not
constitute a “published imbalance.”

• Brokers and traders are reminded that, while they should enter orders as early in the day as
possible, all MOC/LOC orders (unless to offset a published imbalance) must be entered by 3:45
p.m.

• Entering MOC/LOC orders early provides DMMs with the opportunity to more quickly identify
potential order imbalances that might exist at the Close and to disseminate that information. This,
in turn, enables brokers and traders to more effectively identify potential offsetting customer interest
that could mitigate any imbalance. MOC/LOC and CO orders entered prior to 3:45 p.m. may be
canceled or reduced prior to that time for any reason.

• After 3:45 p.m., Exchange systems will accept only MOC/LOC orders that offset a Mandatory MOC/
LOC Imbalance Publication. CO orders may be entered on either side of the market up to 4:00 p.m.

• Between 3:45 p.m. and 3:58 p.m., MOC/LOC and CO orders may be canceled or reduced in size

only to correct a legitimate error. 1   This also applies to instances where cancel/replace functionality
is used. Please note that the Exchange will continue to closely monitor the cancellation of MOC/
LOC and CO orders pursuant to Exchange Rules.

• After 3:58 p.m., MOC/LOC and CO orders may not be cancelled or reduced in size for any reason,
except in accordance with Exchange Rule 123C(9).

• In the event of a trading halt effective at 3:45 p.m. or later, MOC/LOC orders may be entered only
to offset a published imbalance. CO orders, however, may be entered in any amount on either side
of the market. See Exchange Rule 123C(2)(c). During a trading halt, the cutoff for cancelling MOC/
LOC and CO orders remains 3:58 p.m.

b. Imbalance Publications 2 

Exchange Rule 123C(5) provides for the publication of order imbalances as described below. In the event of a
system interruption, the times and requirements listed here may change.

1. Informational Imbalance Publications between 3:00 p.m. and 3:45 p.m.

Between 3:00 p.m. and 3:45 p.m., DMMs are encouraged to issue Informational Imbalance Publications of
any size if they believe that there could be significant price dislocation at the Close. These publications are
informational only and do not limit MOC/LOC or CO order entry or cancellation before 3:45 p.m. DMMs who
wish to issue Informational Imbalance Publications must obtain prior approval from a Floor Official (see Rule
46.20) or qualified Exchange employee (see Exchange Rule 46.10) prior to issuance. As volume may be
greater than normal on June 22, 2018, DMMs should issue Informational Imbalance Publications as early as
possible.

2. Mandatory MOC/LOC Imbalance Publications at 3:45 p.m.

As soon as practicable after 3:45 p.m., Exchange systems will publish any MOC/LOC imbalance of 50,000
shares or more for NYSE-listed securities. Other significant imbalances of lesser size (e.g., less than 50,000
shares but significant relative to the average daily trading volume (“ADTV”) of a particular security) may

be published by the DMM with Floor Official or qualified Exchange employee approval. 3   In addition, any
Informational Imbalance Publication issued prior to 3:45 p.m. must be updated at 3:45 p.m. Exchange
systems will publish an imbalance of 50,000 shares or more at 3:45 p.m. If there is an imbalance of any
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lesser size that is significant relative to the ADTV of the stock, it may be published, as soon as practicable,
after 3:45 p.m. by the DMM with prior Floor Official or qualified Exchange employee approval. If there is no
such imbalance at 3:45 p.m., the DMM must issue a “no imbalance” indication.

3. Mandatory MOC/LOC Imbalance Publications after a Trading Halt

If a trading halt is in effect at 3:45 p.m. but is lifted prior to the Close, any MOC/LOC imbalance of 50,000
shares or more will be automatically published by Exchange systems upon the resumption of trading.
Additionally, any imbalance of lesser size, if significant relative to the ADTV, may be published by the DMM
as soon as possible after trading reopens, subject to prior Floor Official or qualified Exchange employee
approval. If the trading halt is not lifted before the Close, there will not be any imbalance publications.

4. Exchange Publication of Order Imbalance Information

In addition to the Informational Imbalance and Mandatory MOC/LOC Imbalance Publications described
above, the Exchange also makes available real-time Order Imbalance Information prior to the Close in
accordance with Exchange Rule 123C(6). These publications take place approximately every five (5) seconds
between 3:45 p.m. and 4:00 p.m. The Order Imbalance Information publications use a reference price (see
Exchange Rule 123C(6)(a)(iii)) in order to indicate how many shares would be needed to close the security at

that price, including MOC, marketable LOC and CO orders. 4   Beginning at 3:55 p.m., the Order Imbalance
Information publications also include stop orders, d-Quotes and all other e-Quotes containing pegging
instructions eligible to participate in the closing transaction.

As noted above, Order Imbalance Information publications are solely for informational purposes and off-
setting MOC/LOC interest must not be submitted in response to Order Imbalance Information publications.
Off-setting MOC/LOC interest may be submitted only as described in this memo in response to a Mandatory
MOC/LOC Imbalance Publication issued at 3:45 p.m. or after a trading halt in accordance with Rule 123C(2).

c. Printing the Closing Transaction

1. Exchange Rules 116.40 and 123C(8)

DMMs are reminded that the closing transaction must be printed consistent with Exchange Rules 116.40
and 123C(8) and must accurately reflect both the closing price and closing volume when printing the closing

transaction. 5   Additionally, DMMs are reminded of their obligation to maintain a fair and orderly market
pursuant to Rule 104.

2. Verbal Interest and e-Quotes at the Close

DMMs should take all interest, including verbal, e-Quoted and Display Book interest, into account when
formulating the Close. Verbal interest from a Floor broker can be handled one of two ways: entered into UTM
by NYSE Operations staff or into the crowd field of the Closing template by the DMM.

Pursuant to NYSE Rule 3110, members and member organizations must ensure that they have adequate
written policies, procedures and controls in place to detect, deter and prevent conduct inconsistent with the
guidance set forth above. Any member who believes that the above procedures have not been adhered to
should report his or her concern to NYSE Regulation.

3. Orders to Offset MOC/LOC Imbalances at the Close to Mitigate Price Disparity

Exchange Rule 902 (Off Hours Trading Orders) provides for entry of orders after the Close. Rule 902(a)(ii)(B)
permits DMMs to include in the calculation of the Close legitimate market interest that has agreed to offset
all or part of any MOC imbalance that existed prior to the Close at 4:00 p.m. The DMM's use of this offsetting
interest to minimize significant price dislocation on the Close will result in a closing-price coupled order
between the DMM and member, member organization or customer. If the member, member organization
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or customer agrees, the DMM may include this interest in offsetting an imbalance when setting the closing
price and increase DMM participation in the closing print to the extent of the new contra interest. After the
Close, the DMM will liquidate or cover the related dealer position, and the member, member organization or
customer will acquire the position. Such closing-price coupled orders are executed at the Ramp.

It is important to note that Rule 902 may not be relied on for the entry of an order after the Close when
there is no MOC/LOC imbalance or when the imbalance would not result in significant volatility and/or price
dislocation. In addition, it cannot be used if the Close has already been printed.

d. Extreme Order Imbalances at or Near the Close

In order to avoid significant dislocation in the closing price that may result from an order entered or
represented at or near the Close, Exchange Rule 123C(9) permits the Exchange, on a security-by-security
basis, to temporarily suspend the hours of operation under Rule 52 so that offsetting interest may be solicited
from both on-Floor and off-Floor participants and entered to reduce the size of the imbalance. Extensions
of trading under Rule 123C(9) may be designated by the Exchange for a specific time period. Off-setting
interest is solicited using Exchange Trader Updates as well as messages sent directly to Floor broker hand-
held devices. These Exchange-issued solicitation requests include information regarding security symbol,
the imbalance amount and side, the last sale price, and a designated order acceptance cutoff time (generally
five minutes from the issuance of the solicitation request). Offsetting interest submitted in response to an
Exchange-issued solicitation request must be a limit order priced no worse than the last sale, irrevocable
and entered no later than the order acceptance cut-off time indicated in the solicitation request. Exchange
systems will accept interest entered electronically in the named security after 4:00 p.m. only if Rule 123C(9)
(a)(1) is invoked.

Exchange systems will not verify side or price, and will not block post-4:00 p.m. cancellation of interest
submitted under this rule. Therefore, member and member organizations entering such interest are
responsible for ensuring compliance with the rule, such that the only interest that may be entered in response
to such a solicitation request is: (i) offsetting; (ii) a limit order priced no worse than the last sale price; and (iii)
not cancelled.

Rule 123C(9) also permits the Exchange to temporarily suspend the prohibition on the cancellation or
reduction of a MOC/LOC order after 3:58 p.m. where there is a legitimate error in such an order and the
execution of the order would cause significant price dislocation at the Close. See Information Memoranda
09-20 (May 5, 2009) and 10-52 (December 22, 2010).

Only the DMM assigned to a particular affected security may request relief under Rule 123C(9). A request
for relief under Rule 123C(9) must be approved and supervised by an Executive Floor Governor or qualified
Exchange employee, as defined in Rule 48(d). All Rule 123C(9) related approvals must be recorded in
FORTÉ.

III. Contingencies in the Event of a System Interruption

a. Contingency Scenarios

NYSE Operations has notified all members and member organizations as to how to proceed in the event of a
systems outage on June 22, 2018. There are three contingency scenarios, each of which is described below
for convenience. Members and member organizations should refer to the NYSE Operations memorandum
published June 11, 2018 for further details. The memo is available at https://www.nyse.com/publicdocs/nyse/
markets/nyse/Russell_Contingencies_2018_NYSE.pdf

In addition, members and member organizations are advised that in Contingency Scenarios 2 and 3, the
procedures of Exchange Rule 123C will operate pursuant to the trading halt provisions.

1. Contingency Scenario 1
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If after exhausting all possible recovery options, the Exchange determines at or before 3:00 p.m. Eastern
Time that it is unable to conduct a closing transaction in one or more securities, the Exchange will designate
NYSE Arca as the alternate exchange and the Exchange's Official Closing Price in the affected securities
will be the official closing price under the rules of NYSE Arca. In such an event, all closing interest on the
Exchange in the affected securities will be deemed cancelled and member organizations will be encouraged
to re-route their closing interest for participation in the NYSE Arca closing process.

2. Contingency Scenario 2

In the event of an Exchange system interruption that occurs after 3:00 p.m. Eastern Time whereby service will
be restored after the 4:00 p.m. close time, NYSE will extend when it conducts the closing process to a time
later than the usual 4:00 p.m. close time. The NYSE will notify market participants of the new close time and
any changes to the cutoff times for submitting closing interest. The new time will be communicated to market
participants via the market-wide call and a system status posting.

3. Contingency Scenario 3

In the event of an Exchange system interruption that occurs after 3:00 p.m. Eastern Time whereby service will
not be restored, the Exchange's Official Closing Price will be the Volume Weighted Average Price (“VWAP”)
of the last consolidated sale prices for the last five minutes of trading for each affected Exchange-listed
security. The NYSE will notify market participants via the market-wide call and a system status posting that
the closing process will not occur and that all closing interest on the Exchange in the affected securities will
be deemed cancelled.

b. Contingency Preparedness

Members are reminded that they should have Floor stationery supplies on hand in the event they are unable
to enter or cancel orders through the system. Should a system interruption affect electronic time-stamping
functionality, members and member organizations may manually record required time information. If the
Broker Booth Support System (“BBSS”) is functioning, but the broker handheld is not, Floor brokers must
carry the BBSS time onto their paper orders. Under all other circumstances, the time of order entry must be
recorded by hand in the Booth, by the Floor broker or clerk.

IV. Adequacy of Operations and Supervisory Staff

All members and member organizations, including DMMs, should ensure that both operational and
supervisory staffing on and around June 22, 2018 will be sufficient to monitor and process all orders,
regardless of the form in which they are received, as well as to handle the increased workload anticipated
as a result of the Russell Reconstitution. All members and member organizations should also review their
systems to ensure that they have adequate capacity to handle the expected increase in volume. For example,
DMM firms should review their DMM Unit algorithm to ensure that they meet their obligations to maintain
a fair and orderly market. DMMs are reminded to seek the advice of a Floor Official regarding any unusual
situations as quickly as possible.

V. Supervision

a. Review of Policies and Procedures

Members and member organizations should carefully review their procedures as well as their supervisory
systems for handling orders in connection with the Russell Reconstitution on June 22, 2018. Members
and member organizations are expected to review their practices for handling orders at or near the Close,
particularly with respect to any orders where there is an on-close or other price guarantee for those securities
that are part of the rebalancing. Reviews should include both orders that are handled manually as well as
those orders that are handled systemically, such as orders that are handled by a computer algorithm. In
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addition, members and member organizations should take all necessary steps to ensure that the relevant
trading, compliance and back-office staff are familiar with firm procedures for handling orders at or near the
Close.

In addition, members and member organizations are reminded of their obligation to have adequate
systems and controls relating to the use of firm systems by correspondents or others. Please consult NYSE
Information Memos 11-13 (May 16, 2011) for more information.

b. Adequacy of Compliance Program

Members and member organizations are also reminded to ensure that they have in place a robust compliance
program that includes adequate supervisory policies and procedures to monitor for compliance with
Exchange Rule 123C and the guidance contained in this Information Memo. Firm policies and procedures
must be adequate to ensure that all procedures related to MOC/LOC orders and orders entered at or near
the Close are appropriately followed, and to detect and deter any actions that may violate Exchange or SEC
rules.

c. Due Diligence Requirements

Consistent with the requirements of Exchange Rule 405, before any order with instructions to participate at
the close is transmitted to the Floor, the member or member organization accepting the order must exercise
due diligence to learn the essential facts relative to the order, including the purpose and propriety of the at-
the-close instruction. In addition, an imbalance of orders at or near the Close, caused in part by the entry of
such orders, could lead to trading being halted in the security and such orders not receiving an execution.

d. Supervision to Prevent Improperly Affecting the Close

Members and member organizations must also ensure that their activity does not artificially impact the closing
price. As such, members, member organizations and compliance staff should be mindful of Information Memo
05-52 (August 1, 2005) regarding VWAP trading at or near the Close, which addresses the responsibility
for ensuring that trading strategies engaged in to facilitate or hedge VWAP orders have an economic basis
and do not have the effect of marking the close or marking the value of a position. Member organizations
should also be aware that certain orders and order entry practices may have the potential to cause price
dislocation before the Close or distort the closing price due to prevailing market conditions at the time the
order is entered. Similarly, trading at or near the Close is of particular concern due to the condensed time
frame for execution, where the resultant closing price is used to set benchmarks, such as index rebalancing.
As a result, manipulation concerns may be heightened when trading occurs at or near the close.

Firms should review procedures utilized in connection with orders to be executed at or near the Close with
their traders and other order-entry personnel. Firms should also review systemic order-entry functions (e.g.,
algorithms or “smart servers”) for compliance with the provisions of Information Memorandum 05-52. Firms
should also review the provisions of Information Memo 95-28 (July 10, 1995), which discusses trading near
the Close and activity that would constitute violations of Exchange Rules as well as federal securities laws. In
that regard, members and member organizations are reminded that, where a firm has committed to purchase
from (sell to) a customer an order at a price that is derived from the closing price (e.g., VWAP and MOC
orders) while also reserving a significant portion of its hedging or covering transaction to be executed at or
near the Close, they must operate with substantial care. If the transaction is completed in a manner that does
not effectively place the firm at market risk or if the transaction does not provide an opportunity for possible
contra side interest to develop and/or react to the activity, it could raise manipulative concerns and constitute
conduct inconsistent with just and equitable principles of trade.

e. Compliance with Federal Securities Laws and Rules
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In addition to complying with Exchange Rules and policies, members and member organizations should
review other applicable federal securities laws and regulations, including, among others, Sections 9(a)(2) and
10(b) of the Securities Exchange Act, Regulation SHO, SEC Rule 10b-5 and SEC Rule 15c3-5, as well as the
margin and capital rules. Firms must ensure that they have adequate policies and procedures to detect, deter
and prevent such potentially violative conduct.

Members and member organizations are reminded that failure to comply with any of the requirements
described in this memo may result in disciplinary action.

VI. Staff Contacts

Operational questions regarding this Information Memo should be directed to:

• Robert Airo, Senior Director, NYSE Operations, at 212.656.5663, or
• Dennis Pallotta, Director, NYSE Operations, at 212.656.5236.

Questions concerning interpretations of Exchange Rules or Regulatory questions in connection with this
Information Memo should be directed to:

• Stephen Larson, Senior Director, NYSE Regulation, at 212.656.3830, or
• Michael Fitzpatrick, NYSE Regulation, at 212.656.2092.

Should a member or member organization experience any systems issues, please immediately contact the
NYSE Trading Operations Desk at 866.362.3375.

For Regulatory matters emanating from systems issues, please immediately contact the NYSE On-Floor
Surveillance Unit at mmquoterelief@theice.com.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  A "legitimate error" is an error in the term of an order, such as price, number of shares, side, or
identification of the security. See Exchange Rule 123C(1)(c).

2  Imbalance publications include both MOC and marketable LOC orders (based on the last sale price
at the time the publication is made). See Exchange Rule 123C(1)(b) and (d), defining "Informational
Imbalance Publication" and "Mandatory MOC/LOC Imbalance Publication." For more information on how
imbalance publications are calculated, see Exchange Rule 123C(4).

3  As with Informational Imbalance Publications, Floor Official approvals to issue certain Mandatory MOC/
LOC Imbalance Publications must be recorded in FORTE. Members must state the proposed imbalance
information and note any other relevant information (e.g., ADTV, size, degree of impact) in connection
with the request.

4  In the case of a buy (sell) imbalance, CO orders to sell (buy) at a price equal to or lower (higher) than the
reference price are to be included in the imbalance.

5  For more information on the execution of orders at the Close, see Exchange Rule 123C(7).
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March 28, 2018

   To: New York Stock Exchange LLC (“NYSE”) Members and Member Organizations

From: NYSE Regulation

Subject: NYSE Rule 15, 104, and 123D Rule Changes Relating to NYSE Direct Listings

The NYSE (the “Exchange”) may list the securities of companies that have not previously had their common
equity securities registered under the Securities Exchange Act of 1934 (“Exchange Act”). The Exchange's
listing qualifications recognize that such companies may wish to list their common equity securities on
the Exchange at the time a registration statement is effective (an “NYSE Direct Listing”). The registration

statement allows existing shareholders of the company to sell their shares. 1   The Exchange recently
received Securities and Exchange Commission approval to allow the Exchange to list a company's common
stock upon effectiveness of a registration statement solely on the basis of a recent independent third-party
valuation indicating that the company has at least $250 million in market value of publicly-held shares. This
change allows the Exchange to list a company's securities in the absence of trading on a Private Placement

Market, 2   provided the company is clearly large enough to be suitable for listing on the Exchange. 3 

In connection with this change to its listing qualifications, the Exchange also changed its Rules 15 and 104
relating to the opening process for an NYSE Direct Listing and amended NYSE Rule 123D to provide the
Exchange authority to issue a regulatory halt for a security that has its initial pricing on the Exchange.

NYSE Rule 15

NYSE Rule 15 sets forth the requirements for a pre-opening indication, which is the price range within which
the opening price for a security is anticipated to occur. Pre-opening indications are published each morning
via the securities information processor (“SIP”) and proprietary data feeds. The Designated Market Maker
(“DMM”) assigned to a security is required to publish a pre-opening indication as follows:

• If the opening transaction on the Exchange is anticipated to be at a price that represents a change
of more than the “Applicable Price Range” from a specified “Reference Price,” the DMM must
publish a pre-opening indication before a security opens. Rule 15(d) establishes the Applicable
Price Range as 5% for securities with a Reference Price over $3.00 and as $0.15 for securities with

a Reference Price equal to or lower than $3.00. 4 
• If a security has not opened by 10:00 a.m. Eastern Time, the DMM must publish a pre-opening

indication.

To accommodate NYSE Direct Listings, the Exchange recently received SEC approval for changes to the
definition of Reference Price in NYSE Rule 15(c). Accordingly, for purposes of determining whether a DMM is
required to publish a pre-opening indication, the Reference Price for a security is:

• for securities already trading on the Exchange, the last reported sale price on the Exchange;
• for IPOs, the offering price;
• for securities transferring from another Exchange, the last reported sale price on the securities

market from which the security is being transferred;
• for an NYSE Direct Listing that has had recent sustained trading in a Private Placement Market, the

most recent transaction price in that market; or
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• for an NYSE Direct Listing for which there has not been sustained trading in a Private Placement
Market, a price determined by the Exchange in consultation with a financial advisor to the issuer of
such security.

NYSE Rule 104

NYSE Rule 104 sets forth the responsibilities and duties of a DMM, including the DMM's responsibility for
facilitating openings and reopenings for each security in which the DMM is registered. In connection with
facilitating openings and reopenings, a DMM is required to supply liquidity as needed.

The SEC recently approved changes to Exchange Rule 104(a)(2) to provide that, when facilitating the
opening on the first day of trading of an NYSE Direct Listing that has not had recent sustained history of
trading in a Private Placement Market prior to listing, the DMM will consult with a financial advisor to the
issuer of such security in order to effect a fair and orderly opening of such security. The requirement to
consult with a financial advisor to the issuer is thus required only if there is not a sustained history of trading
in a Private Placement Market.

NYSE Rule 123D

Sections 202.06 and 202.07 of the LCM set forth the Exchange's procedures for when trading in a listed
security should be halted or delayed, i.e., a regulatory halt. The SEC recently approved new sub-paragraph
(d) of Exchange Rule 123D to allow the Exchange to declare a regulatory halt in a security that is the subject
of an initial pricing on the Exchange if that security has not been listed on a national securities exchange or
traded in the over-the-counter market pursuant to FINRA Form 211 immediately prior to the initial pricing. The
Exchange may declare such an Initial Listing Regulatory Halt for NYSE Direct Listings and other initial listings
on the Exchange, such as spin-offs, mergers that result in the creation of a new company, or companies
emerging from bankruptcy that create a new security.

This regulatory halt condition will be terminated when the DMM opens the security. The NYSE would declare
such a regulatory halt before 4:00 a.m. Eastern Time, which would mean that there would be no trading in this
stock on other exchanges or in over-the-counter trading until the DMM opens the security on either a quote or
a trade.

Rule Text Changes

The following are the changes that were made to Rules 15, 104, and 123D in connection with the NYSE
Direct Listing Filing. New text is underlined, and deleted text is bracketed.

Rule 15. Pre-Opening Indications and Opening Order Imbalance Information

*****

(c) Reference Price.

(1) The Reference Price for a security, other than an American Depositary Receipt (“ADR”), will
be:

(A) the security's last reported sale price on the Exchange;

(B) the security's offering price in the case of an initial public offering (“IPO”); [or]

(C) the security's last reported sale price on the securities market from which the security
is being transferred to the Exchange, on the security's first day of trading on the Exchange
(“transferred security”)[.] ; or

(D) for a security that is listed under Footnote (E) to Section 102.01B of the Listed
Company Manual that has had recent sustained trading in a Private Placement Market
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prior to listing, the most recent transaction price in that market or, if none, a price
determined by the Exchange in consultation with a financial advisor to the issuer of such
security.

*****

Rule 104. Dealings and Responsibilities of DMMs

(a) DMMs registered in one or more securities traded on the Exchange must engage in a course of
dealings for their own account to assist in the maintenance of a fair and orderly market insofar as
reasonably practicable. The responsibilities and duties of a DMM specifically include, but are not limited
to, the following:

*****

(2) Facilitate openings and reopenings, including the Midday Auction, for each of the securities
in which the DMM is registered as required under Exchange rules. This may include supplying
liquidity as needed. (See Rule 123D for additional responsibilities of DMMs with respect to
openings and Rule 13 with respect to Reserve Order interest procedures at the opening.) DMM
and DMM unit algorithms will have access to aggregate order information in order to comply
with this requirement. (See Supplementary Material .05 of this 104 with respect to odd-lot order
information to the DMM unit algorithm.) When facilitating the opening on the first day of trading
of a security that is listed under Footnote (E) to Section 102.01B of Listed Company Manual and
that has not had recent sustained history of trading in a Private Placement Market prior to listing,
the DMM will consult with a financial advisor to the issuer of such security in order to effect a fair
and orderly opening of such security.

*****

Rule 123D. Openings and Halts in Trading

*****

(d) Initial Listing Regulatory Halt. The Exchange may declare a regulatory halt in a security that is
the subject of an initial pricing on the Exchange of a security that has not been listed on a national
securities exchange or traded in the over-the-counter market pursuant to FINRA Form 211 immediately
prior to the initial pricing. This regulatory halt will be terminated when the DMM opens the security.

(e) Equipment Changeover.— The Exchange has established a non-regulatory trading halt condition
designated as “Equipment Changeover”.

This condition may be used when trading in a particular security is temporarily inhibited due to a
systems, equipment or communications facility problem or for other technical reasons.

In making a determination on whether to halt trading in a security because of an “Equipment
Changeover” condition, it is important to keep in mind that once halted, trading cannot be resumed for
at least one minute even though, in many cases, the systems or equipment problem may be corrected
in a much shorter period of time. Further, if, during the “Equipment Changeover” trading halt, a pre-
opening indication would be required to be published or a regulatory condition occurs, the nature of the
halt will be changed, notice must be disseminated and trading cannot resume until three minutes after
the first indication after the new halt condition. This factor should be taken into consideration along with
market condition factors in making a determination on whether to declare an official trading halt.

All other policies relating to nonregulatory halts would apply including price indications.

*****

Copyright 2019, NYSE Group, Inc. All rights reserved.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

202

http://researchhelp.cch.com/License_Agreement.htm


The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Note (E) to Section 102.01B of the NYSE Listed Company Manual ("LCM").
2  A Private Placement Market is defined in Note (E) to Section 102.01B of the LCM as a trading system for

unregistered securities operated by a national securities exchange or a registered broker-dealer.
3  See Securities Exchange Act Release No. 82627 (February 2, 2018), 83 FR 5650 (February 8, 2018)

(SR-NYSE-2017-30) (Approval Order) (the "NYSE Floor Direct Listing Filing"). Footnote E to Section
102.01B of the LCM sets forth the requirements for a company seeking to list as a NYSE Direct Listing.

4  The Applicable Price Range is doubled if, as of 9:00 a.m. Eastern Time, the E-mini S&P Futures are +/-
2% from the prior day's closing price of the E-mini S&P 500 Futures, when reopening trading following
a market-wide circuit breaker halt, or if the Exchange determines it is necessary or appropriate for the
maintenance of a fair and orderly market.
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March 9, 2018

   To: All Member Organizations

From: NYSE Regulation

Subject: Consolidated Audit Trail (“CAT”) Clock Synchronization Requirements

Consolidated Audit Trail (“CAT”) Clock Synchronization Requirements

On November 15, 2016, the Securities and Exchange Commission (“SEC”) approved the National Market
Plan Governing the Consolidated Audit Trail (the “CAT NMS Plan” or the “Plan”). The SEC has approved a
compliance rule series for each national securities exchange and the Financial Industry Regulatory Authority,
Inc. (“FINRA”) (each, a “Participant” in the Plan) that requires the Participant's members to comply with the
CAT NMS Plan requirements and, ultimately, to report information to the CAT. This alert provides guidance
regarding deadlines regarding clock synchronization requirements, including certifications, that apply to
certain members of the Participants. Should you have any questions about this alert, please contact the CAT
Help Desk via email to: helpdesk@thesyscat.com or by phone to 833-228-7378.

Business Clock Synchronization Requirement

Pursuant to the clock synchronization provisions in the CAT compliance rule series, each Participant's
member (“Industry Member”) shall synchronize its Business Clocks, other than such Business Clocks used
solely for Manual Order Events or used solely for the time of allocation on Allocation Reports, at a minimum
to within a fifty (50) millisecond tolerance of the time maintained by the atomic clock of the National Institute

of Standards and Technology (“NIST”), and maintain such synchronization. 1   In addition, each Industry
Member shall synchronize its (A) Business Clocks used solely for Manual Order Events and (B) its Business
Clocks used solely for the time of allocation on Allocation Reports, at a minimum to within a one second
tolerance of the time maintained by NIST, and maintain such synchronization. Under the Plan, as modified
by an exemptive order issued by the SEC, each Industry Member must comply with these requirements with
regard to Business Clocks that capture time in milliseconds on or before March 15, 2017, and each Industry
Member must comply with these requirements with regard to Business Clocks that do not capture time in
milliseconds on or before February 19, 2018. Further information about corresponding clock synchronization
requirements (i.e., documentation, certification, and violation reporting) is detailed below.

For purposes of the clock synchronization and certification deadlines, “Business Clocks” include those clocks
that are used to record time related to “Reportable Events,” as defined under the Plan, including, without
limitation, the original receipt or origination, modification, cancellation, routing, execution (in whole or in part)
and allocation of an order, and receipt of a routed order, in Eligible Securities (i.e., NMS Securities and OTC
Equity Securities).

Synchronization Procedures

All Industry Members that have Business Clocks that are subject to the clock synchronization requirements
must document and maintain their synchronization procedures and keep a log of the times when they
synchronize their Business Clocks and the results of the synchronization process. The Participants expect
that each Industry Member will synchronize its Business Clocks every business day before market open,
and check synchronization at pre-determined intervals throughout the business day, to reasonably ensure
that Business Clocks maintain synchronization. The Participants also expect that each Industry Member's
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synchronization log will document whenever a Business Clock fails to be within the applicable tolerance of the
time maintained by NIST. At a later date, the Operating Committee of the CAT NMS Plan will provide further
guidance regarding clock synchronization thresholds and Industry Members' clock synchronization logs. At
that time, the Participants will publish this information.

Certification Regarding Business Clock Synchronization

The CAT compliance rule series requires each Industry Member to certify that its Business Clocks satisfy
the synchronization requirements described above periodically in accordance with the certification schedule
established by the Operating Committee of the CAT NMS Plan. The Operating Committee determined that
such certifications should be made annually. Accordingly, Industry Members must complete a certification
in the form attached hereto that covers all Business Clocks by March 15, 2018. Going forward, Industry
Members must complete a new certification that covers all Business Clocks by March 15 of each year.

For future certifications, Industry Members should use a copy of the form certification attached hereto, unless
an updated form certification is available, in which case the Participants will distribute copies of such updated
form certification prior to the applicable deadline.

Industry Members are not required to submit such certifications to the exchanges or FINRA. Instead, originals
of such certifications must be maintained by Industry Members as part of their books and records and be
available to regulators upon request. Industry Members who are members of multiple Participants need only
make a single clock synchronization certification.

Violation Reporting

Each Participant's compliance rule series provides that each Industry Member with Business Clocks must
report to the Plan Processor and the Participant when the Industry Member violates the clock synchronization
requirements pursuant to the thresholds set by the Operating Committee of the CAT NMS Plan (the
“Compliance Thresholds”). At this time, the Operating Committee has not adopted Compliance Thresholds,
so Industry Members are not yet required to report violations of the clock synchronization requirements to the
Plan Processor or the Participants. At a later date, the Participants will publish the Compliance Thresholds,
subject to approval by the Operating Committee of the CAT NMS Plan. At that time, Industry Members will be
required to report violations of the Compliance Thresholds to the Plan Processor and the Participants.

CONSOLIDATED AUDIT TRAIL (“CAT”) CLOCK SYNCHRONIZATION CERTIFICATION BY [INDUSTRY
MEMBER / FIRM NAME] TO PARTICIPANTS OF THE CAT NMS PLAN _______________, 2018

[Industry Member / Firm Name] hereby acknowledges that it is a member of the following national securities
exchange(s) and/or national securities association(s) (please select all that apply):

□ BOX Options Exchange LLC □ Financial Industry Regulatory
Authority, Inc.

□ NASDAQ PHLX LLC

□ Cboe BYX Exchange, Inc. □ Investors Exchange LLC □ The NASDAQ Stock Market
LLC

□ Cboe BZX Exchange, Inc. □ Miami International Securities
Exchange LLC

□ New York Stock Exchange
LLC

□ Cboe C2 Exchange, Inc. □ MIAX PEARL, LLC □ NYSE American LLC
□ Cboe EDGA Exchange, Inc. □ NASDAQ BX, Inc. □ NYSE Arca, Inc.
□ Cboe EDGX Exchange, Inc. □ NASDAQ GEMX, LLC □ NYSE National, Inc.
□ Cboe Exchange, Inc. □ NASDAQ ISE, LLC □ Other: _______________
□ Chicago Stock Exchange, Inc. □ NASDAQ MRX, LLC

To achieve compliance with the clock synchronization requirements of the CAT compliance rule, including
any interpretive or exemptive guidance applicable to such rule, of each national securities exchange and/or
national securities association identified above (the “Clock Synchronization Requirement”), the undersigned,
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who is duly authorized to execute this certification on behalf of [Industry Member / Firm Name], hereby
certifies that [Industry Member / Firm Name] has:

(1) synchronized its Business Clocks, other than such Business Clocks used solely for Manual Order
Events or used solely for the time of allocation on Allocation Reports, at a minimum to within a fifty (50)
millisecond tolerance of the time maintained by the National Institute of Standards and Technology,
and maintains such synchronization; and

(2) synchronized (A) its Business Clocks used solely for Manual Order Events and (B) its Business
Clocks used solely for the time of allocation on Allocation Reports at a minimum to within a one second
tolerance of the time maintained by the National Institute of Standards and Technology, and maintains
such synchronization.

Capitalized terms are defined as set forth in the CAT compliance rule series of each national securities
exchange and national securities association.

EXECUTED as of the date first written above.

[INDUSTRY MEMBER / FIRM NAME]

By: _______________

Name: _______________

Title: _______________

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Unless otherwise noted, capitalized terms are used as defined in the CAT compliance rule series or
herein.
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October 5, 2017

   To: NEW YORK STOCK EXCHANGE LLC (“NYSE”) MEMBERS and MEMBER ORGANIZATIONS

NYSE AMERICAN LLC (“NYSE AMERICAN”) MEMBERS, MEMBER ORGANIZATIONS and ATP
HOLDERS

NYSE ARCA, INC. (“NYSE ARCA”) ETP HOLDERS, OTP HOLDERS and OTP FIRMS (collectively,
“Members”)

From: NYSE REGULATION

Subject: MEMBER OBLIGATIONS UNDER THE MARKET ACCESS RULE

The purpose of this Information Memorandum is to remind all Members of their obligations under Securities
Exchange Act Rule 15c3-5 – Risk Management Controls for Brokers or Dealers with Market Access (the

“Market Access Rule” or “Rule 15c3-5”). 1   Rule 15c3-5 was adopted at the end of 2010 and has been in
effect for more than six years. It is critical that Members be thoroughly familiar with the Market Access Rule
and comply with all of its requirements, which include (among other things) an obligation to establish and
monitor customer credit limits.

As described by the Securities and Exchange Commission (the “SEC” or “Commission”), the Market Access
Rule is designed to “reduce the risks faced by broker-dealers, as well as the markets and the financial system
as a whole, as a result of various market access arrangements, by requiring effective financial and regulatory
risk management controls reasonably designed to limit financial exposure and ensure compliance with

applicable regulatory requirements to be implemented on a market-wide basis.” 2   The Commission further
explained that the Market Access Rule is “designed to ensure that broker-dealers appropriately control the
risks associated with market access, so as not to jeopardize their own financial condition, that of other market

participants, the integrity of trading on the securities markets, and the stability of the financial system.” 3 

Pursuant to Rule 15c3-5, broker-dealers with access to trading on an exchange or alternative trading system
(“market access”) are required to establish, document, and maintain a system of risk management controls
and supervisory procedures reasonably designed to manage financial, regulatory, and other risks of this
business activity. Among other things, such risk management controls and supervisory procedures (which,

with limited exceptions, 4   are required to be under the direct and exclusive control of the broker-dealer
providing market access), must be reasonably designed to:

1) prevent “the entry of orders that exceed appropriate pre-set credit or capital thresholds in the
aggregate for each customer and the broker or dealer”;

2) prevent “the entry of erroneous orders, by rejecting orders that exceed appropriate price or size
parameters”; and

3) “ensure compliance with all regulatory requirements” that are applicable in connection with market

access. 5 

We remind Members that it is not sufficient for them to just establish reasonable risk management controls
and supervisory procedures. Rather, Rule 15c3-5 requires that broker-dealers, on at least an annual basis,
review such controls and procedures for effectiveness and certify (through their CEO or equivalent officer)

that they comply with the Market Access Rule's requirements. 6 
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In April of 2014, the SEC's Division of Trading and Markets issued Responses to Frequently Asked Questions
Concerning Risk Management Controls for Brokers or Dealers with Market Access (the “15c3-5 FAQ”). A
copy of this FAQ is attached for your review. While Members are expected to be fully familiar with both Rule
15c3-5 and the 15c3-5 FAQ's discussion of the Market Access Rule, we remind Members of the following

issues regarding the Market Access rule generally, and credit and capital limits 7   in particular.

1) Even orders “that are handled on a purely manual basis (i.e., without the use of any electronics or

automation)” are covered by the Market Access Rule. 8 
2) “Rule 15c3-5 applies to all orders, including market maker quotes ….” 9   Thus, “market makers

must implement the pre-trade and other risk controls … with respect to all of their quoting activity,”
including (among other things) controls “reasonably designed to prevent a market maker's electronic

quoting system from inadvertently entering excessive quotes into the market.” 10 
3) In determining appropriate credit limits for a customer, “‘the Commission expects broker-dealers

will make such determinations based on appropriate due diligence as to the customer's business,

financial condition, trading patterns, and other matters, and document that decision.’” 11   Moreover,
a broker-dealer “should be prepared to show why it selected a particular threshold, how that
threshold meaningfully limits the financial exposure potentially generated by the customer or its
own trading activity, and the process by which it monitors the continued appropriateness of those

thresholds on an ongoing basis.” 12 
4) In applying customer credit limits, each customer's orders should be aggregated. 13 
5) When a Member provides market access to another broker-dealer client (which may be trading

on an agency basis or for its own account), “the ‘customer’ for purposes of establishing and
implementing pre-trade credit thresholds is the firm's broker-dealer client rather than the customer

of such broker[-]dealer client.” 14 
6) While it is permissible for a broker-dealer to adjust credit or capital limits once they have been

triggered, the broker-dealer: (1) must “evaluate whether it is appropriate under the particular
circumstances to modify the relevant threshold;” (2) make any modifications “in accordance with
[its] supervisory procedures;” and (3) appropriately document and retain the reasons for any such

modification. 15 
7) Credit and capital limits must be regularly assessed for reasonableness. Indeed, “‘the Commission

expects the broker-dealer will monitor on an ongoing basis whether the credit thresholds remain
appropriate, and promptly make adjustments to them, and its controls and procedures, as

warranted.’” 16 

* * * * *

Adherence to the Market Access Rule protects the soundness of NYSE's Exchanges and their Members.
Members are reminded of their obligation to be knowledgeable of and adhere to Rule 15c3-5's requirements
– including, without limitation, in establishing, documenting, and maintaining risk management controls and
supervisory procedures reasonably designed to manage the financial, regulatory, and other risks of market
access.

If you have any questions regarding this memo, please contact NYSE-Regulation@theice.com.

Responses to Frequently Asked Questions Concerning Risk Management Controls for
Brokers or Dealers with Market Access

Division of Trading and Markets:

April 15, 2014
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Responses to these frequently asked questions on Rule 15c3-5 under the Securities Exchange Act of
1934 (“Exchange Act”) were prepared by and represent the views of the staff of the Division of Trading and
Markets (“Staff”). They are not rules, regulations, or statements of the Securities and Exchange Commission
(“Commission”). Further, the Commission has neither approved nor disapproved these interpretive answers.
Additional information on Rule 15c3-5 can be found in the Commission's adopting release, available at: http://
www.sec.gov/rules/final/2010/34-63241.pdf.

For further information contact: John C. Roeser, Assistant Director, at (202) 551-5500, Division of Trading
and Markets, Securities and Exchange Commission, 100 F Street, NE, Washington, DC 20549-7010.

Background

In November 2010, the U.S. Securities and Exchange Commission adopted Securities Exchange Act Rule

15c3-5 – Risk Management Controls for Brokers or Dealers with Market Access. 1   In adopting this Rule,
the Commission stated that the Rule is designed to “reduce the risks faced by broker-dealers, as well as the
markets and the financial system as a whole, as a result of various market access arrangements, by requiring
effective financial and regulatory risk management controls reasonably designed to limit financial exposure
and ensure compliance with applicable regulatory requirements to be implemented on a market-wide basis.”
2   In addition, the Commission stated that the Rule is “designed to ensure that broker-dealers appropriately
control the risks associated with market access, so as not to jeopardize their own financial condition, that of
other market participants, the integrity of trading on the securities markets, and the stability of the financial

system.” 3   Broker-dealers with market access are obligated under this Rule to establish, document, and
maintain a system of risk management controls and supervisory procedures reasonably designed to manage
financial, regulatory, and other risks of this business activity.

In particular, Rule 15c3-5 requires that financial risk management controls and supervisory procedures be
reasonably designed to systematically limit the financial exposure of the broker-dealer that could arise as a
result of market access. This includes:

• preventing the entry of orders that exceed appropriate preset credit or capital thresholds in the
aggregate for each customer and the broker-dealer; and

• preventing the entry of erroneous orders, by rejecting orders that exceed appropriate price or size
parameters, on an orderby-order basis or over a short period of time, or that indicate duplicative
orders.

In addition, Rule 15c3-5 requires that regulatory risk management controls and supervisory procedures be
reasonably designed to ensure compliance with all regulatory requirements that are applicable in connection
with market access, including being reasonably designed to:

• prevent the entry of orders unless there has been compliance with all regulatory requirements that
must be satisfied on a pre-order entry basis;

• prevent the entry of orders for securities that the broker-dealer or customer is restricted from
trading;

• restrict market access technology and systems to authorized persons; and
• assure appropriate surveillance personnel receive immediate post-trade execution reports.

Rule 15c3-5 further requires that these risk management controls and supervisory procedures be (a) under
the direct and exclusive control of the broker-dealer subject to the obligations (subject to certain limited
exceptions), and (b) reviewed regularly for effectiveness. Rule 15c3-5 requires, among other things, that a
broker-dealer, on at least an annual basis, review its business activity in connection with its market access
to assure the overall effectiveness of its risk management controls and supervisory procedures. The broker-
dealer's Chief Executive Officer, or equivalent officer, must on an annual basis certify that the broker-dealer's
controls and procedures comply with the requirements of Rule 15c3-5.
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Division Staff note that under the Rule these risk management controls are required for all orders 4  , whether
entered manually by a trader or generated automatically by a computer according to a preprogrammed set of
instructions. Given the high speeds at which many market participants can presently generate and process
orders, any errors in automated processes can rapidly compound. Furthermore, the interlinked nature of
many market participants entering orders across a variety of trading venues means that errors generated
by one system or firm can quickly propagate across the marketplace, resulting in a cascade of further error-
related activities.

In recent years, the Commission, the national securities exchanges, and FINRA have pursued a number
of initiatives designed to limit the impact of potentially erroneous activities, such as the single-stock circuit
breaker and new limit up-limit down mechanisms, the clarification of clearly erroneous execution rules, and
the elimination of stub quotes. However, the prevention of such erroneous activity before orders enter the
markets, as one of the primary focuses of Rule 15c3-5, is critically important to maintaining fair, orderly, and
efficient markets, supporting the protection of investors, and maintaining investor confidence.

Question 1: Does Rule 15c3-5 apply to quotes?

Answer: Yes. Rule 15c3-5 applies to all orders, including market maker quotes, for securities traded on an
exchange or alternative trading system (“ATS”), that are submitted by or through broker-dealers with market
access. Rule 15c3-5 does not provide any exclusion for market maker quotes. The term “order” includes any
firm indication of a willingness to buy or sell a security, as either principal or agent, including any bid or offer

quotation, market order, limit order, or other priced order. 5   Accordingly, market makers must implement the
pre-trade and other risk controls required by Rule 15c3-5 with respect to all of their quoting activity. Among
other things, such controls should be reasonably designed to prevent a market maker's electronic quoting
system from inadvertently entering excessive quotes into the market.

Question 2: Does Rule 15c3-5 apply when a broker-dealer provides clearing services, but does not
provide market access.

Answer: No. Rule 15c3-5 applies only to broker-dealers with market access (i.e., access to trading in
securities on an exchange or ATS as a result of being a member of the exchange or a subscriber to the ATS).
If a broker-dealer does not have, or is not providing, market access, Rule 15c3-5 does not apply. Of course,
a broker-dealer providing clearing services may be subject to other regulatory or contractual requirements
relating to its risk management practices.

Question 3: Does Rule 15c3-5 apply to a broker-dealer that enters orders on an exchange or ATS
solely through another broker-dealer with market access?

Answer: No. Rule 15c3-5 applies only to the broker-dealer with access, or providing access, to an exchange
or ATS, as a result of being a member or subscriber thereof. However, pursuant to Rule 15c3-5(d)(1), a
broker-dealer that provides market access may allocate control, by written contract, over specific regulatory
risk management controls and supervisory procedures to a broker-dealer customer based on that broker-
dealer customer's position in the transaction and relationship with the ultimate customer. Control over
regulatory risk management controls and supervisory procedures may only be allocated if the broker-
dealer providing market access determines that the broker-dealer customer is better situated, by virtue of its
relationship with the ultimate customer and access to trading information, to more effectively implement the

specified controls or procedures. 6   As noted in the Market Access Rule Adopting Release, notwithstanding
the allocation provisions, the broker-dealer with, or providing, market access is ultimately responsible for the

efficacy of the regulatory risk management controls. 7 

Question 4: Does Rule 15c3-5 apply to security futures products traded on an exchange or an ATS?

Answer: Yes. Rule 15c3-5 applies to all securities, including any security futures, traded on an exchange or
ATS. The Rule does not apply to any futures contracts or options on futures contracts. In addition, the Rule
only applies to broker-dealers subject to Section 15(c)(3) of the Exchange Act. Notice-registered security
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futures broker-dealers that trade security futures are exempt from Section 15(c)(3) of the Exchange Act and

therefore are not subject to Rule 15c3-5. 8 

Question 5: May a broker-dealer with market access utilize financial and regulatory risk management
controls provided by an ATS or exchange?

Answer: Yes. A broker-dealer subject to Rule 15c3-5 may use risk management tools or technology provided
by third parties independent of the customer, including exchanges and ATSs, to satisfy the requirements
under paragraphs (c)(1) and (c)(2) of Rule 15c3-5 regarding financial and regulatory risk management

controls, so long as the broker-dealer has direct and exclusive control over those tools or technology. 9  
Among other things, the broker-dealer with market access must perform appropriate due diligence to assure
the exchange or ATS-provided controls are reasonably designed to be effective, and otherwise consistent
with the Rule. Broker-dealers may not rely merely on representations of the technology provider, even if an
exchange or other regulated entity, to meet this due diligence standard.

The staff notes that if a broker-dealer has, or provides, market access to multiple exchanges and ATSs, and
it utilizes multiple, standalone risk management control systems, the disaggregated controls would have to be

coordinated to ensure compliance with applicable regulatory and financial requirements. 10 

Question 6: Can a broker-dealer satisfy the Rule 15c3-5 pre-trade risk management control
requirements for orders that are handled on a purely manual basis (i.e., without the use of any
electronics or automation) by utilizing manual controls?

Answer: Yes. If an order is handled on a purely manual basis and results in a manual execution, with no
involvement of electronic systems prior to execution, then the requirements of Rule 15c3-5 can be satisfied by
implementing manual pre-trade controls that are reasonably designed to ensure compliance with all financial
and regulatory requirements that must be satisfied on a pre-order entry basis. For example, an order that
a Floor Broker receives by telephone, writes on a paper ticket, and trades manually may be subject only
to manual pre-trade controls. However, if any electronic system is involved in effecting an execution, then

the broker-dealer with market access must utilize automated pre-trade controls. 11   Accordingly, if a trade
is negotiated manually on an exchange floor, but the orders are entered into a trading system to effect an
execution, automated pre-trade controls must be used at the point that the orders are systematized.

Question 7: When a broker-dealer with market access operates as an order flow consolidator for
broker-dealer customers that may be trading on either an agency basis or for their own account,
how does the broker-dealer with market access determine who the customer is for the purpose of
establishing appropriate pre-trade credit thresholds under Rule 15c3-5(c)(1)? Is the customer the
broker-dealer client or the customer of such broker-dealer client?

Answer: Under Rule 15c3-5, a broker-dealer is required to set appropriate pre-trade credit thresholds for
each customer for which it provides market access, including broker-dealer customers, and an appropriate
capital threshold for trading by the broker-dealer for its own account. In the scenario described above, the
“customer” for purposes of establishing and implementing pre-trade credit thresholds is the firm's broker-
dealer client rather than the customer of such broker dealer client. As provided in the Adopting Release,
the broker-dealer providing market access to broker-dealer customers may supplement the credit limit
it places on its customers with assurances from these customers that they have implemented controls
reasonably designed to assure that trading by their individual customers remains within appropriate preset

credit thresholds. 12 

Question 8: How should a broker-dealer with market access determine appropriate credit or capital
thresholds? What factors should a broker-dealer consider in determining such thresholds? Is there a
distinction between the terms “credit” and “capital” under the Rule?

Answer: Rule 15c3-5 requires broker-dealers with market access to implement risk management controls
and supervisory procedures reasonably designed to systematically limit the financial exposure of the broker-
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dealer that could arise as a result of market access, including preventing the entry of orders that exceed
appropriate preset credit or capital thresholds. The selection of a particular dollar amount as an appropriate
credit or capital threshold necessarily will require the exercise of reasonable business judgment on the
part of the broker-dealer with market access. As noted in the Adopting Release, “the Commission expects
broker-dealers will make such determinations based on appropriate due diligence as to the customer's
business, financial condition, trading patterns, and other matters, and document that decision. In addition,
the Commission expects the broker-dealer will monitor on an ongoing basis whether the credit thresholds
remain appropriate, and promptly make adjustments to them, and its controls and procedures, as warranted.”
13   Accordingly, while broker-dealers will have flexibility in exercising reasonable business judgment as
to an appropriate credit or capital threshold for a particular customer or its own business for purposes of
Rule 15c3-5, the broker-dealer should be prepared to show why it selected a particular threshold, how that
threshold meaningfully limits the financial exposure potentially generated by the customer or its own trading
activity, and the process by which it monitors the continued appropriateness of those thresholds on an
ongoing basis.

The staff notes that under Rule 15c3-5 the term “credit” is generally used to refer to a broker-dealer's
customer activity, and the term “capital” is generally used to refer to a broker-dealer's activity for its own
account.

Question 9: Where a broker-dealer with market access has an arrangement with a broker-dealer
customer, is the broker-dealer with market access required to implement risk management
controls and supervisory procedures reasonably designed to ensure compliance with all regulatory
requirements that are applicable in the connection with the market access provided to that broker-
dealer customer?

Answer: Yes. Rule 15c3-5(c)(2)(i) requires a broker-dealer to implement risk management controls and
supervisory procedures that are reasonably designed to ensure compliance with all regulatory requirements
14   that are applicable in connection with market access. This includes preventing the entry of orders unless
there has been compliance with all regulatory requirements that must be satisfied on a pre-order entry basis.
15 

Rule 15c3-5(c)(2)(iv) requires broker-dealers to implement risk management controls and supervisory
procedures that are reasonably designed to assure that appropriate surveillance personnel receive immediate
post-trade execution reports that result from market access. Taken together, these provisions are intended to
ensure compliance with all regulatory requirements that are applicable in connection with market access.

However, pursuant to Rule 15c3-5(d)(1), a broker-dealer that provides market access may allocate control, by
written contract, over specific regulatory risk management controls and supervisory procedures to a broker-
dealer customer based on that broker-dealer customer's position in the transaction and relationship with
the ultimate customer. Control over regulatory risk management controls and supervisory procedures may
only be allocated if the broker-dealer providing market access determines that the broker-dealer customer is
better situated, by virtue of its relationship with the ultimate customer and access to trading information, to
more effectively implement the specified controls or procedures, and only if such broker dealer customer is

not trading for its own account. 16   As noted in the Market Access Rule Adopting Release, notwithstanding
these allocation provisions, the broker-dealer with, or providing, market access is ultimately responsible for

the efficacy of the regulatory risk management controls. 17 

Question 10: May a broker-dealer that provides market access to an affiliated broker-dealer permit the
affiliate to have control over its risk management controls and supervisory procedures?

Answer: No. Paragraph (d) of Rule 15c3-5 generally requires that the financial and regulatory risk
management controls and supervisory procedures be under the direct and exclusive control of the broker-
dealer providing market access. Among other things, the broker-dealer providing market access must have
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the ability to directly monitor, and the exclusive ability to adjust, as appropriate, the operation of the financial
and regulatory risk management controls in real time. For example, as noted in the Adopting Release, only
the broker-dealer providing market access can make intraday adjustments to risk management controls

to appropriately manage a customer's credit limit. 18   The only exception to this general rule is where the
broker-dealer has reasonably allocated, by written contract and after a thorough due diligence review, control
over specific regulatory risk management controls and supervisory procedures to a broker-dealer customer,
provided that such broker or dealer has a reasonable basis for determining that such customer has better
access to the ultimate customer and its trading information such that it can more effectively implement the

specified controls or procedures, as further described in paragraph (d)(1). 19   As noted in the Market Access
Rule Adopting Release, notwithstanding the allocation provisions, the broker-dealer with, or providing, market

access is ultimately responsible for the efficacy of the regulatory risk management controls. 20 

Question 11: If an ATS operator has only broker-dealer subscribers, and the broker-dealer
subscribers provide market access to nonbroker-dealer customers, would the ATS operator have any
responsibilities under Rule 15c3-5 for the nonbroker-dealer customers that are being provided market
access by the broker-dealer subscribers?

Answer: No. The ATS operator has responsibilities under Rule 15c3-5 only if it provides market access to
nonbroker-dealer subscribers. When an ATS operator accepts nonbroker-dealers as subscribers, the ATS
operator is required, among other things, to establish, document, and maintain a system of risk management
controls and supervisory procedures reasonably designed to manage the financial, regulatory, and other risks
of this business activity. In the scenario above, it is the responsibility of the broker-dealer subscribers that
provide the market access to the ATS to comply with Rule 15c3-5.

Question 12: Where broker-dealers provide market access and clearing services for a broker-
dealer customer, are existing clearing agreements sufficient to satisfy the requirement under Rule
15c3-5 that certain regulatory risk management controls be reasonably allocated to a broker-dealer
customer?

Answer: Paragraph (d)(1) of Rule 15c3-5 permits a broker-dealer with market access to reasonably allocate,
by written contract, after a thorough due diligence review, control over specific regulatory risk management
controls and supervisory procedures to a registered broker-dealer customer. As noted in the Adopting
Release, the written contract, among other things, must specify the regulatory risk management controls
and supervisory procedures over which control is being allocated, and clearly articulate the scope of the

arrangement and the specific responsibilities of each party. 21   This can only be done after a thorough due
diligence review to establish a reasonable basis for determining that the registered broker-dealer customer
to which control has been allocated has the capability and, based on its position in the transaction and
relationship with the ultimate customer, has better access to the ultimate customer than the broker-dealer
with market access and can more effectively implement the allocated controls. In addition, pursuant to
paragraph (e) of Rule 15c3-5, the allocating broker-dealer must establish, document, and maintain a system
to regularly review the performance of the broker-dealer customer to which control has been allocated
under the written contract, and promptly address any performance weaknesses, including termination of
the allocation arrangement if warranted. Existing clearing agreements likely do not address with sufficient
specificity the details of the allocation arrangement permitted by Rule 15c3-5, as discussed above and in the
Adopting Release.

Question 13: Does Rule 15c3-5 change the existing responsibilities of entities to which the Rule does
not directly apply, such as clearing brokers that do not provide market access to an exchange or
ATS?

Answer: No. Rule 15c3-5 does not change the existing responsibilities of entities that do not provide market
access to an exchange or ATS, provided that an entity's responsibilities will change if it is allocated regulatory
responsibilities by a broker-dealer with market access, pursuant to Rule 15c3-5.
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Question 14: Although Rule 15c3-5 requires the financial and regulatory risk management controls
and supervisory procedures to be under the direct and exclusive control of the broker-dealer
providing market access, the Adopting Release indicated that broker-dealers would have the
flexibility to seek out risk management technology and software that is developed by third parties,
so long as it is “independent” of the market access customer or any of its affiliates. What type of due
diligence should a broker-dealer conduct with respect to third-party technology or software to assure
its independence from a market access customer or any of its affiliates?

Answer: As noted in the Adopting Release, a broker-dealer relying on third-party technology or software
should perform appropriate due diligence to assure that its controls and procedures are consistent with Rule
15c3-5, including with respect to the independence of the developer from the market access customer or its

affiliates. 22   The independent third party could be another broker-dealer, an exchange or ATS, a service
bureau, or other entity that is not an affiliate, and is otherwise independent, of the market access customer.
23   An affiliate includes any person that, directly or indirectly, controls, is under common control with, or is
controlled by, the customer. When evaluating whether a technology provider is independent of a customer,

the Commission will look at the substance rather than the form of the relationship. 24   For example, the
Commission would not consider a third party independent from a customer just because it is unaffiliated
in terms of corporate ownership if it has a material business or other relationship with the customer which

could interfere with the provision of effective risk management technology to the broker-dealer. 25   In the
Adopting Release, the Commission expressed the belief that simple reliance by the broker-dealer on a

representation of independence by its customer is insufficient due diligence. 26   Similarly, mere reliance
on representations of the third-party technology developer – even if an exchange or other regulated entity

– would be insufficient to meet the due diligence standard. 27   The details of the additional efforts that
would be required to constitute “appropriate” due diligence, however, will depend on the individual facts or
circumstances, and there may very well be multiple approaches to achieve this goal. These might include, for
example, a review of publicly available information about the ownership and material business relationships of
the third-party technology provider and the customer, following up on any information that may indicate a lack
of independence, and requesting the technology provider and customer to certify their independence from
each other.

Question 15: Rule 15c3-5 requires financial risk management controls and supervisory procedures
that, among other things, are reasonably designed to “prevent the entry of orders that exceed
appropriate preset credit or capital thresholds in the aggregate for each customer and the broker or
dealer.” Should these credit or capital limits take into account only orders in securities that are routed
to exchanges or ATSs, or should they also reflect orders in other products (e.g., futures or swaps)
or routed to other trading centers (e.g., OTC market makers)? For example, if a broker-dealer sets an
aggregate client credit limit at $5 million, should the broker-dealer decrement the available limit only
when the client routes an order in securities to an exchange or ATS, or also when it routes orders in
other products or to other trading centers?

Answer: In establishing an appropriate credit or capital threshold, a broker-dealer should conduct appropriate
due diligence with respect to the customer's or its own business, financial condition, trading patterns, and

other matters, and in so doing should take into account trading activity across all markets and products. 28

   The specific dollar limit selected for the credit or capital threshold, however, should reflect an appropriate
level of potential exposure for the customer or broker-dealer generated through “market access” (i.e., through
the submission of orders in securities to exchanges or ATSs). Similarly, for purposes of compliance with
Rule 15c3-5, the broker-dealer only need decrement that appropriate credit or capital threshold as orders in
securities are submitted to exchanges or ATSs.

Question 16: Rule 15c3-5 requires financial risk management controls and supervisory procedures
that, among other things, are reasonably designed to “prevent the entry” of orders that exceed
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appropriate preset credit or capital thresholds, and of erroneous orders. Are risk management
controls that do not reject orders exceeding the applicable credit or capital limit or erroneous order
parameters, but instead “scramble” them in a manner designed to prevent their being processed by
an exchange or ATS, or utilize a “chase and cancel” functionality where a cancellation of the violative
order is immediately submitted to the exchange or ATS, consistent with this standard?

Answer: No. The required controls and procedures must be reasonably designed to prevent the entry
of orders on an exchange or ATS that exceed the relevant limits or parameters set by the broker-dealer
with market access. Accordingly, controls and procedures that permit malformed orders to be entered on
an exchange or ATS, or orders to be entered with an attempt to quickly cancel, would not be reasonably
designed to prevent entry, and thus could not only create a risk of execution but also potentially create
operational difficulties for the exchange or ATS. As noted in the Adopting Release, “because the controls and
procedures must be reasonably designed to prevent the entry of orders that exceed the applicable credit or
capital thresholds by rejecting them, the broker-dealer's controls must be applied on an automated, pre-trade

basis before orders are routed to the exchange or ATS” 29   [emphasis added].

Question 17: May a broker-dealer that provides customers with market access apply the required pre-
trade controls to systems that are located on the customers' premises?

Answer. Rule 15c3-5 requires broker-dealers providing market access, among other things, to implement risk
management controls and supervisory procedures reasonably designed to (1) systematically limit the financial
exposure of the broker-dealer that could arise as a result of market access and (2) ensure compliance
with all regulatory requirements. Rule 15c3-5 further requires that these risk management controls and
supervisory procedures be (a) under the direct and exclusive control of the broker-dealer providing market
access (subject to certain limited exceptions), and (b) reviewed regularly for effectiveness. Rule 15c3-5
requires, among other things, that a broker-dealer, on at least an annual basis, review its business activity
in connection with its market access to assure the overall effectiveness of its risk management controls
and procedures. The broker-dealer's Chief Executive Officer, or equivalent officer, must on an annual basis
certify that the broker-dealer's controls and procedures comply with the requirements of Rule 15c3-5. While
locating the broker-dealer's risk management controls at its customer's premises would not necessarily be
inconsistent with the Rule's “direct and exclusive control” requirement, it may complicate compliance and,
among other things, would require a rigorous assessment and ongoing monitoring of the integrity and security
of the controls to assure that the broker-dealer retains exclusive control over them. Furthermore, while Rule
15c3-5 does provide for allocation of regulatory risk management controls and supervisory procedures under
certain limited circumstances, financial risk management controls and supervisory procedures must always
remain under the direct and exclusive control of the broker-dealer providing market access.

Question 18: May the credit or capital thresholds set in connection with Rule 15c3-5 be adjusted after
they are triggered?

Answer: Yes, in appropriate circumstances. The risk management controls and supervisory procedures
required by Rule 15c3-5 must, among other things, be reasonably designed to systematically limit the
financial exposure of the broker-dealer that could arise as a result of market access, including preventing
the entry of orders that exceed appropriate preset credit or capital thresholds. Once such credit or capital
threshold is met, and subsequent orders in excess of that threshold are blocked, the broker-dealer may
evaluate whether it is appropriate under the particular circumstances to modify the relevant threshold, and, if
appropriate, do so in accordance with supervisory procedures. The reasons for any such modification should
be appropriately documented and retained as part of the broker-dealer's books and records, as required by
Rule 15c3-5.

Question 19: Aside from the risk management controls required by Rule 15c3-5, may a broker-dealer
use third-party risk management controls that are not under its direct and exclusive control as part of
its overall risk management strategy?
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Answer: Yes. Paragraph (d) of Rule 15c3-5 generally requires that the financial and regulatory risk
management controls and supervisory procedures provided by third parties be under the direct and exclusive
control of the broker-dealer providing market access. However, with respect to risk management controls
other than those required under (c)(1) and (c)(2) of Rule 15c3-5, a broker-dealer is not precluded from using
risk management technology over which it does not have direct and exclusive control.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Securities Exchange Act Release No. 63241 (November 3, 2010), 75 FR 69791 (November 15, 2010)
("Market Access Rule Adopting Release").

2  Id.
3  Id.
4  See, e.g., Responses to Frequently Asked Questions Concerning Risk Management Controls for

Brokers or Dealers with Market Access, Securities and Exchange Commission Division of Trading and
Markets (April 15, 2014), FAQ #10.

5  Rule 15c3-5(c)(1).
6  Rule 15c3-5(e).
7  The "term ‘credit’ is generally used to refer to a broker-dealer's customer activity, and the term ‘capital’ is

generally used to refer to a broker-dealer's activity for its own account." See 15c3-5 FAQ #8.
8  15c3-5 FAQ #6.
9  15c3-5 FAQ #1.

10  Id.
11  15c3-5 FAQ #8 (quoting Market Access Rule Adopting Release).
12  15c3-5 FAQ #8.
13  See Rule 15c3-5(c); 15c3-5 FAQ.
14  15c3-5 FAQ #7.
15  15c3-5 FAQ #18.
16  15c3-5 FAQ #8 (quoting Market Access Rule Adopting Release).

1  Securities Exchange Act Release No. 63241 (November 3, 2010), 75 FR 69791 (November 15, 2010)
("Market Access Rule Adopting Release" or "Adopting Release").

2  Id. at 69794.
3  Id. at 69794.
4  Id. at 69798.
5  S ee Rule 300(e) of Regulation ATS, 17 CFR 242.300(e). The Commission has made it clear in the

Market Access Rule Adopting Release that Rule 15c3-5 is meant to apply broadly to all types of market
access. See Market Access Rule Adopting Release at 69798.

6  17 CFR 240.15c3-5(d)(1).
7  See Market Access Rule Adopting Release, supra note 1 at 69808.
8  See 15 U.S.C. 78 o(b)(11)(B)(iii)
9  Market Access Rule Adopting Release, supra note 1 at 69810.
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10  For example, the Market Access Rule Adopting Release indicates that a broker-dealer may satisfy the
requirements of Rule 15c3–5(c)(1)(i) if it imposes a credit limit by setting sub-limits applied at each
exchange or ATS to which the broker-dealer provides access that, when added together, equal the
aggregate credit limit. Id. at 69800.

11  Id. at 69802.
12  Id. n.88.
13  Id. at 69802.
14  The Commission has emphasized that the term "regulatory requirements" in Rule 15c3-5 references

existing regulatory requirements applicable to broker-dealers in connection with market access. The
Commission noted, "the Rule is intended neither to expand nor diminish the underlying substantive
regulatory requirements otherwise applicable to broker-dealers" Id. at 69803, n.93.

15  Pre-trade regulatory requirements include, for example, exchange trading rules relating to special order
types, trading halts, odd-lot orders, and Commission rules under Regulation SHO and Regulation NMS.
In addition to these pre-trade requirements, broker-dealers providing market access also have post-trade
obligations to monitor for manipulation, fraud, and other illegal activity.

16  Market Access Rule Adopting Release, supra note 1 at 69807.
17  Id. at 69808.
18  Id. at 69805.
19  Id. at 69807.
20  Id. at 69808.
21  Id.
22  Id. at 69810.
23  Id.
24  Id.
25  Id.
26  Id.
27  Id.
28  Id. at 69802.
29  Id.
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August 22, 2017

   TO: NYSE TRADING FLOOR AND NYSE AMERICAN MEMBER ORGANIZATIONS

FROM: NYSE REGULATION & CLIENT RELATIONSHIP SERVICES

SUBJECT: ELIMINATION OF FLOOR REGISTRATION CATEGORIES ON NYSE AMERICAN

I. Background

Since the launch of NYSE American (“the Exchange”) on July 24, 2017, the Exchange operates on a fully
electronic basis and as such no longer requires individuals currently registered on both NYSE and NYSE
American in Web CRD as Members, Floor Clerks or Floor Employees to be registered with NYSE American.

II. What's Changing?

The Exchange is eliminating the below floor registration categories on NYSE American which are no longer
required:

• Floor Employees – FE
• Floor Clerks – FL
• Members – ME

Your NYSE floor related registrations will remain unchanged.

It is expected that these changes will be reflected on Form's U4 and U5 via Web CRD on September 30 th,
2017.

In the meantime, NYSE Client Relationship Services will be administratively removing the relevant registration
categories for NYSE American on Web CRD by August 24 th. Member Organizations do not need to take any
action in this regard.

Your registration contacts may receive notifications generated from Web CRD regarding these changes. If
there are any questions please reach out to crs@nyse.com.

III. What is required Going Forward?

Commencing immediately, NYSE Members, Floor Clerks and Floor Employees are no longer required to
register on both NYSE and NYSE American. It is sufficient for FE, FL and ME to register on NYSE only.

IV. Staff Contacts

Questions related to this Memo may be addressed to Client Relationship Services at crs@nyse.com or
212.896.2830 option 5 or Michael Fitzpatrick at 212.656.2092 or michael.fitzpatrick@theice.com

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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July 17, 2017

   To: ALL NEW YORK STOCK EXCHANGE LLC (“NYSE”) and NYSE MKT LLC (“NYSE MKT”) MEMBERS
and MEMBER ORGANIZATIONS

ALL NYSE ARCA, INC. (“NYSE ARCA”) OTP HOLDERS and OTP FIRMS

ALL NYSE AMEX OPTIONS LLC ATP HOLDERS

ALL NYSE ARCA EQUITIES, INC. ETP HOLDERS

(collectively, “Members”)

From: NYSE REGULATION

Subject: EXPEDITED CLIENT SUSPENSION PROCEEDINGS ON THE NYSE, NYSE MKT AND NYSE
ARCA (COLLECTIVELY, “NYSE EXCHANGES”)

As discussed in prior Information Memos, Members should not engage in or effect trading or quoting activity

that improperly disrupts the trading of securities on any of the NYSE Exchanges (“Disruptive Activity”). 1 

To supplement disciplinary and other expedited and summary proceedings already at their disposal to

address Disruptive Activity, 2   the NYSE Exchanges, effective June 19, 2017, have implemented new rules
that allow them to institute expedited client suspension proceedings to address prohibited disruptive quoting
and trading activity.

Specifically, the new rules on Expedited Client Suspension Proceedings set forth procedures for issuing
orders that require a Member and/or its associated individual(s) to cease and desist from engaging in
disruptive quoting and trading activity on the NYSE Exchanges or from providing access to the NYSE
Exchanges to a client that is engaging in such activity. The new rules also provide that a Member and/or its
associated individual(s) may be suspended until they take or refrain from taking certain actions relating to that
activity.

The new rules on Disruptive Quoting and Trading Activity Prohibited state that no Member shall engage in
or facilitate disruptive quoting and trading activity on the NYSE Exchanges, including acting in concert with
other persons to effect such activity. Under the rules, such activity includes two specific “types”: the first
contains many of the elements indicative of “layering,” the second contains many of the elements indicative of
“spoofing.”

The new rules for each of the NYSE Exchanges are:

NYSE

• Rule 5220. Disruptive Quoting and Trading Activity Prohibited
• Rule 9560. Expedited Client Suspension Proceeding

NYSE MKT

• Rules 5220-Equities and 996NY (options). Disruptive Quoting and Trading Activity Prohibited
• Rule 9560. Expedited Suspension Proceeding

NYSE ARCA

• Rules 5220 (equities) and 11.21 (options). Disruptive Quoting and Trading Activity Prohibited
• Rule 10.16 (equities) and 10.18 (options). Expedited Client Suspension Proceeding
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Copies of the new NYSE Rules 5220 and 9560, which are substantially similar to the new NYSE MKT and
NYSE Arca rules, are attached hereto.

Should you have any questions about this memorandum, please contact NYSE Regulation at
NYSERegulation@theice.com.

Rule 5220. Disruptive Quoting and Trading Activity Prohibited

(a) No member organization or covered person shall engage in or facilitate disruptive quoting and trading
activity on the Exchange, including acting in concert with other persons to effect such activity.

(b) For purposes of this rule, disruptive quoting and trading activity shall include a frequent pattern in which
the following facts are present:

(1) Disruptive Quoting and Trading Activity Type 1:

(A) a party enters multiple limit orders on one side of the market at various price levels (the
“Displayed Orders”); and

(B) following the entry of the Displayed Orders, the level of supply and demand for the
security changes; and

(C) the party enters one or more orders on the opposite side of the market of the Displayed
Orders (the “Contra-Side Orders”) that are subsequently executed; and

(D) following the execution of the Contra-Side Orders, the party cancels the Displayed Orders.
(2) Disruptive Quoting and Trading Activity Type 2:

(A) a party narrows the spread for a security by placing an order inside the national best bid
and national best offer (“NBBO”); and

(B) the party then submits an order on the opposite side of the market that executes against
another market participant that joined the new inside market established by the order
described in paragraph (A).

(c) Applicability. For purposes of this Rule, disruptive quoting and trading activity shall include a frequent
pattern in which the facts listed above are present. Unless otherwise indicated, the order of the events
indicating the pattern does not modify the applicability of the Rule. Further, disruptive quoting and trading
activity includes a pattern or practice in which all of the quoting and trading activity is conducted on the
Exchange as well as a pattern or practice in which some portion of the quoting or trading activity is conducted
on the Exchange and the other portions of the quoting or trading activity is conducted on one or more other
exchanges.

Adopted.

May 30, 2017 (NYSE-2017-21).

Rule 9560. Expedited Client Suspension Proceeding

(a) Initiation of Proceeding

(1) Scope of Authority

With the prior written authorization of the Chief Regulatory Officer (“CRO”) or such other senior officers as the
CRO may designate, Enforcement may initiate an expedited suspension proceeding with respect to alleged
violations of Rule 5220 (Disruptive Quoting and Trading Activity Prohibited).

(2) Service of Notice
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Enforcement shall initiate the proceeding by serving a notice on a member organization or covered person
(hereinafter “Respondent”). Enforcement shall serve the notice by personal service or overnight commercial
courier. The notice shall be effective upon service.

(3) Content of Notice

The notice shall state whether Enforcement is requesting the Respondent to be required to take action or to
refrain from taking action. The notice shall be accompanied by:

(A) a declaration of facts, signed by a person with knowledge of the facts contained therein, that specifies the
acts that constitute the alleged violation; and

(B) a proposed order that contains the required elements of a suspension order (except the date and hour of
the order's issuance), which are set forth in sub-paragraph (d)(2) of this Rule).

(b) Appointment of Hearing Officers and Hearing Panel

(1) As soon as practicable after Enforcement initiates a suspension proceeding, a Hearing Panel shall be
assigned in accordance with paragraphs (a) and (b) of Rule 9231.

(2) If at any time a Hearing Officer determines that he or she has a conflict of interest or bias or circumstances
otherwise exist where his or her fairness might reasonably be questioned, or if a Party files a motion to
disqualify a Hearing Officer, the recusal and disqualification proceeding shall be conducted in accordance
with Rules 9233(a), except that:

(A) a motion seeking disqualification of a Hearing Officer must be filed no later than 5 days after the
announcement of the Hearing Panel; and

(B) Enforcement may file a brief in opposition to the Respondent's motion no later than 5 days after service
thereof.

(c) Hearing

(1) When Held. The hearing shall be held not later than 15 days after service of the notice initiating the
suspension proceeding, unless otherwise extended by the Chairman of the Hearing Panel with the consent of
the Parties for good cause shown. If a Hearing Officer is recused or disqualified, the hearing shall be held not
later than five days after a replacement Hearing Officer is appointed.

(2) Service of Notice of Hearing. A notice of date, time, and place of the hearing shall be served on the
Parties not later than seven days before the hearing, unless otherwise ordered by the Chairman of the
Hearing Panel. Service shall be made by personal service or overnight commercial courier. The notice shall
be effective upon service.

(3) Authority of Hearing Officers. A Hearing Officer shall have authority to do all things necessary and
appropriate to discharge his or her duties as set forth in Rules 9235 and 9280.

(4) Witnesses. A person who is subject to the jurisdiction of the Exchange shall testify under oath or
affirmation. The oath or affirmation shall be administered by a court reporter or a notary public.

(5) Additional Information. At any time during its consideration, the Hearing Panel may direct a Party to
submit additional information. Any additional information submitted shall be provided to all Parties at least one
day before the Hearing Panel renders its decision.

(6) Transcript. The hearing shall be recorded by a court reporter and a written transcript thereof shall be
prepared. A transcript of the hearing shall be available to the Parties for purchase from the court reporter
at prescribed rates. A witness may purchase a copy of the transcript of his or her own testimony from the
court reporter at prescribed rates. Proposed corrections to the transcript may be submitted by affidavit to the
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Hearing Panel within a reasonable time determined by the Hearing Panel. Upon notice to all the Parties to the
proceeding, the Hearing Panel may order corrections to the transcript as requested or sua sponte.

(7) Record and Evidence Not Admitted. The record shall consist of the notice initiating the proceeding, the
declaration, and the proposed order described in subparagraph (a)(3) above; the transcript of the hearing;
all evidence considered by the Hearing Panel; and any other document or item accepted into the record by
the Hearing Panel. Enforcement shall be the custodian of the record. Proffered evidence that is not accepted
into the record by the Hearing Panel shall be retained by the custodian of the record until the date when the
Exchange's decision becomes final or, if applicable, upon the conclusion of any review by the SEC or the
federal courts.

(8) Failure to Appear at a Hearing. If a Respondent fails to appear at a hearing for which it has notice, the
allegations in the notice and accompanying declaration may be deemed admitted, and the Hearing Panel may
issue a suspension order without further proceedings. If Enforcement fails to appear at a hearing for which it
has notice, the Hearing Panel may order that the suspension proceeding be dismissed.

(d) Issuance of Suspension Order by Hearing Panel

(1) Basis for Issuance. The Hearing Panel shall issue a written decision stating whether a suspension order
shall be imposed. The Hearing Panel shall issue the decision not later than ten days after receipt of the
hearing transcript, unless otherwise extended by the Chairman of the Hearing Panel with the consent of the
Parties for good cause shown. A suspension order shall be imposed if the Hearing Panel finds:

(A) by a preponderance of the evidence that the alleged violation specified in the notice has occurred; and

(B) that the violative conduct or continuation thereof is likely to result in significant market disruption or other
significant harm to investors.

(2) Content, Scope, and Form of Order. A suspension order shall:

(A) be limited to: (i) ordering a Respondent to cease and desist from violating Rule 5220, and/or (ii) ordering
a Respondent to cease and desist from providing access to the Exchange to a client of Respondent that is
causing violations of Rule 5220;

(B) set forth the alleged violation and the significant market disruption or other significant harm to investors
that is likely to result without the issuance of an order;

(C) describe in reasonable detail the act or acts the Respondent is to take or refrain from taking and to
suspend the Respondent unless and until such action is taken or refrained from; and

(D) include the date and hour of its issuance.

(3) Duration of Order. A suspension order shall remain effective and enforceable unless modified, set aside,
limited, or revoked pursuant to paragraph (e), below.

(4) Service. The Hearing Panel's decision and any suspension order shall be served by personal service or
overnight commercial courier. The suspension order shall be effective upon service.

(e) Review by Hearing Panel

At any time after the Respondent is served with a suspension order, a Party may apply to the Hearing Panel
to have the order modified, set aside, limited, or revoked. The application shall set forth with specificity the
facts that support the request. The opposing Party shall have an opportunity to respond to the request within
a period of time set by the Chairman of the Hearing Panel. The Hearing Panel shall respond to the request in
writing within ten days after receipt of the request, unless otherwise extended by the Chairman of the Hearing
Panel with the consent of the Parties for good cause shown. The Hearing Panel's response shall be served
on the Respondent via personal service or overnight commercial courier. The filing of an application under
this Rule shall not stay the effectiveness of the suspension order.
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(f) Call for Review by the Exchange Board of Directors

If there is no pending application to the Hearing Panel to have a suspension order modified, set aside, limited,
or revoked, the Exchange Board of Directors, in accordance with Rule 9310, may call for review the Hearing
Panel decision on whether to issue a suspension order. A call for review by the Exchange Board of Directors
shall not stay the effectiveness of a suspension order.

(g) Application to SEC for Review

If there is no call for review by the Exchange Board of Directors, sanctions imposed pursuant to this Rule
constitute final and immediately effective disciplinary sanctions imposed by the Exchange. If there is a call
for review by the Exchange Board of Directors, their decision shall constitute final and immediately effective
disciplinary sanctions imposed by the Exchange. The right to have any action under this Rule reviewed by the
SEC is governed by Section 19 of the Exchange Act. The filing of an application for review shall not stay the
effectiveness of a suspension order unless the SEC otherwise orders.

Adopted: May 30, 2017 (NYSE-2017-21).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See, e.g., NYSE Information Memorandum, dated May 16, 2016 (as amended, May 19, 2016), available
at https://www.nyse.com/publicdocs/nyse/markets/nyse/rule-interpretations/2016/Info%20Memo
%20NYSE%2016-06%20—%20final(1).pdf.

2  See, e.g., NYSE Rule 9200 Series; NYSE Rule 9500 Series.
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June 21, 2017

   TO: All NYSE and NYSE MKT Members and Member Organizations

FROM: NYSE REGULATION

SUBJECT: RUSSELL RECONSTITUTION – JUNE 23, 2017

I. Purpose

Following the close of trading on June 23, 2017, the Russell Investment Group will reconstitute certain
of its indices, including the Russell 3000 Index and the Russell Microcap Index. This reconstitution (the
“Russell Reconstitution”) may significantly affect the volume of trading on the New York Stock Exchange LLC
(“NYSE”) and NYSE MKT LLC (“NYSE MKT”) (collectively, the “Exchange”), particularly leading into the close
on June 23.

This Information Memorandum reminds members and member organizations of certain Exchange Rules and
policies regarding:

• entry and cancellation of market-on-close/limit-on-close (“MOC/LOC”) and Closing Offset (“CO”)
orders;

• publication of closing imbalances; and
• printing the closing transaction.

This memorandum also provides guidance on possible system interruption scenarios and the operation of
certain Exchange rules and policies in the event that such a scenario occurs.

II. Background

Reconstitution of certain Russell indices will take effect after the close of U.S. equity markets on June 23,
2017. On June 9, 2017, the Russell Investment Group published a preliminary list of additions and deletions
to the Russell 3000 and Microcap Indexes. The Exchange expects that during the trading day on June
23, and especially at or near the Close, significant trading volume associated with portfolio rebalancing
will be initiated based upon those lists. For more information on the Russell Reconstitution, see https://
www.ftserussell.com/research-insights/russell-reconstitution.

Exchange Rules and Policies Relating to the Close

a. MOC/LOC and CO Order Entry and Cancellation

Exchange Rule 123C (Closing Procedures) is in effect for June 23, subject to the contingency scenarios
outlined below in the event of a systems outage. In addition, although certain categories of imbalance
publications (such as Informational Imbalances) require prior Floor Official approval, given the number
of imbalance publications expected and the sensitivity surrounding the Close on June 23, DMMs are
encouraged to consult with and receive the approval of a Senior Floor Official or higher.

While the Exchange expects its systems to operate normally on June 23, in the unlikely event of a systems
interruption leading into or at the Close, the closing procedures set out in Exchange Rule 123C would apply
in the event the Exchange declared a halt in one or more securities. In the event that the NYSE and/or
NYSE MKT invokes exemptive powers under Exchange Rule 123C(9) (Closing Procedures - Extreme Order
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Imbalances at or Near the Close), the terms of that rule would govern the handling of orders at the Close. See
Section III.d below.

In connection with the entry of MOC/LOC and CO orders generally, members and member organizations
should pay particular attention to the following:

• A “published imbalance” is an imbalance that has been disseminated to the Tape. An imbalance
that is announced orally or physically posted at the panel is not considered to be a published
imbalance. The Exchange Order Imbalance Information product, a data feed of real-time order
imbalances that accumulate prior to the opening of trading on the Exchange and prior to the close of
trading on the Exchange, does not constitute a “published imbalance.”

• Brokers and traders are reminded that, while they should enter orders as early in the day as
possible, all MOC/LOC orders (unless to offset a published imbalance) must be entered by 3:45
p.m.

• Entering MOC/LOC orders early provides DMMs with the opportunity to more quickly identify
potential order imbalances that might exist at the Close and to disseminate that information. This,
in turn, enables brokers and traders to more effectively identify potential offsetting customer interest
that could mitigate any imbalance. MOC/LOC and CO orders entered prior to 3:45 p.m. may be
canceled or reduced prior to that time for any reason.

• After 3:45 p.m., Exchange systems will accept only MOC/LOC orders that offset a Mandatory MOC/
LOC Imbalance Publication. CO orders may be entered on both sides of the market up to 4:00 p.m.

• Between 3:45 p.m. and 3:58 p.m., MOC/LOC and CO orders may be canceled or reduced in size

only to correct a legitimate error. 1   This also applies to instances where cancel/replace functionality
is used. Please note that the Exchange will continue to closely monitor the cancellation of MOC/
LOC and CO orders pursuant to Exchange Rules.

• After 3:58 p.m., MOC/LOC and CO orders may not be cancelled or reduced in size for any reason,
except in accordance with Exchange Rule 123C(9).

• In the event of a trading halt effective at 3:45 p.m. or later, MOC/LOC orders may be entered only
to offset a published imbalance. CO orders, however, may be entered in any amount on either side
of the market. See Exchange Rule 123C(2)(c). During a trading halt, the cutoff for cancelling MOC/
LOC and CO orders remains 3:58 p.m.

b. Imbalance Publications 2 

Exchange Rule 123C(5) provides for the publication of order imbalances as described below. In the event of a
system interruption, the times and requirements listed here may change.

1. Informational Imbalance Publications between 3:00 p.m. and 3:45 p.m.

Between 3:00 p.m. and 3:45 p.m., DMMs are encouraged to issue Informational Imbalance Publications of
any size if they believe that there could be significant price dislocation at the Close. These publications are
informational only and do not limit MOC/LOC or CO order entry or cancellation before 3:45 p.m. DMMs who
wish to issue Informational Imbalance Publications must obtain prior approval from a Floor Official (see Rule
46.20) or qualified Exchange employee (see Exchange Rule 46.10) prior to issuance. As volume may be
greater than normal on June 23, 2017, DMMs should issue Informational Imbalance Publications as early as
possible.

2. Mandatory MOC/LOC Imbalance Publications at 3:45 p.m.

As soon as practicable after 3:45 p.m., Exchange systems will publish any MOC/LOC imbalance of 50,000
shares or more for NYSE-listed securities and 25,000 shares or more for NYSE MKT listed securities. Other
significant imbalances of lesser size (e.g., less than 50,000/25,000 shares but significant relative to the
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average daily trading volume (“ADTV”) of a particular security) may be published by the DMM with Floor

Official or qualified Exchange employee approval. 3   In addition, any Informational Imbalance Publication
issued prior to 3:45 p.m. must be updated at 3:45 p.m. Exchange systems will publish an imbalance of 50,000
shares or more (NYSE) or 25,000 shares or more (NYSE MKT) at 3:45 p.m. If there is an imbalance of any
lesser size that is significant relative to the ADTV of the stock, it may be published, as soon as practicable,
after 3:45 p.m. by the DMM with prior Floor Official or qualified Exchange employee approval. If there is no
such imbalance at 3:45 p.m., the DMM must issue a “no imbalance” indication.

3. Mandatory MOC/LOC Imbalance Publications after a Trading Halt

If a trading halt is in effect at 3:45 p.m. but is lifted prior to the Close, any MOC/LOC imbalance of 50,000
shares (NYSE) or 25,000 shares (NYSE MKT), or more will be automatically published by Exchange systems
upon the resumption of trading. Additionally, any imbalance of lesser size, if significant relative to the ADTV,
may be published by the DMM as soon as possible after trading reopens, subject to prior Floor Official or
qualified Exchange employee approval. If the trading halt is not lifted before the Close, there will not be any
imbalance publications.

4. Exchange Publication of Order Imbalance Information

In addition to the Informational Imbalance and Mandatory MOC/LOC Imbalance Publications described
above, the Exchange also makes available real-time Order Imbalance Information prior to the Close in
accordance with Exchange Rule 123C(6). These publications take place approximately every five (5) seconds
between 3:45 p.m. and 4:00 p.m. The Order Imbalance Information publications use a reference price (see
Exchange Rule 123C(6)(a)(iii)) in order to indicate how many shares would be needed to close the security at

that price, including MOC, marketable LOC and CO orders. 4   Beginning at 3:55 p.m., the Order Imbalance
Information publications also include stop orders, d-Quotes and all other e-Quotes containing pegging
instructions eligible to participate in the closing transaction.

As noted above, Order Imbalance Information publications are solely for informational purposes and off-
setting MOC/LOC interest must not be submitted in response to Order Imbalance Information publications.
Off-setting MOC/LOC interest may be submitted only as described in this memo in response to a Mandatory
MOC/LOC Imbalance Publication issued at 3:45 p.m. or after a trading halt in accordance with Rule 123C(2).

c. Printing the Closing Transaction

1. Exchange Rules 116.40 and 123C(8)

DMMs are reminded that the closing transaction must be printed consistent with Exchange Rules 116.40
and 123C(8) and must accurately reflect both the closing price and closing volume when printing the closing

transaction. 5   Additionally, DMMs are reminded of their obligation to maintain a fair and orderly market
pursuant to Rule 104.

2. Verbal Interest and e-Quotes at the Close

DMMs should take all interest, including verbal, e-Quoted and Display Book interest, into account when
formulating the Close. DMMs are reminded that verbal interest from a Floor broker should be handled one of
two ways: entered into UTM by NYSE Operations staff or into the crowd field of the Closing template by the
DMM.

Pursuant to Rule 3110, members and member organizations must ensure that they have adequate written
policies, procedures and controls in place to detect, deter and prevent conduct inconsistent with the guidance
set forth above. Any member who believes that the above procedures have not been adhered to should
report his or her concern to NYSE Regulation.
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3. Orders to Offset MOC/LOC Imbalances at the Close to Mitigate Price Disparity

Exchange Rule 902 (Off Hours Trading Orders) provides for entry of orders after the Close. Rule 902(a)(ii)(B)
permits DMMs to include in the calculation of the Close legitimate market interest that has agreed to offset
all or part of any MOC imbalance that existed prior to the Close at 4:00 p.m. The DMM's use of this offsetting
interest to minimize significant price dislocation on the Close will result in a closing-price coupled order
between the DMM and member, member organization or customer. If the member, member organization
or customer agrees, the DMM may include this interest in offsetting an imbalance when setting the closing
price and increase DMM participation in the closing print to the extent of the new contra interest. After the
Close, the DMM will liquidate or cover the related dealer position, and the member, member organization or
customer will acquire the position. Such closing-price coupled orders are executed at the Ramp.

It is important to note that Rule 902 may not be relied on for the entry of an order after the Close when
there is no MOC/LOC imbalance or when the imbalance would not result in significant volatility and/or price
dislocation. In addition, it cannot be used if the Close has already been printed.

d. Extreme Order Imbalances at or Near the Close

In order to avoid significant dislocation in the closing price that may result from an order entered or
represented at or near the Close, Exchange Rule 123C(9) permits the Exchange, on a security-by-security
basis, to temporarily suspend the hours of operation under Rule 52 so that offsetting interest may be solicited
from both on-Floor and off-Floor participants and entered to reduce the size of the imbalance. Extensions
of trading under Rule 123C(9) may be designated by the Exchange for a specific time period. Off-setting
interest is solicited using Exchange Trader Updates as well as messages sent directly to Floor broker hand-
held devices. These Exchange-issued solicitation requests include information regarding security symbol,
the imbalance amount and side, the last sale price, and a designated order acceptance cutoff time (generally
five minutes from the issuance of the solicitation request). Offsetting interest submitted in response to an
Exchange-issued solicitation request must be a limit order priced no worse than the last sale, irrevocable
and entered no later than the order acceptance cut-off time indicated in the solicitation request. Exchange
systems will accept interest entered electronically in the named security, after 4:00 p.m. only if Rule 123C(9)
(a)(1) is invoked.

Exchange systems will not verify side or price, and will not block post-4:00 p.m. cancellation of interest
submitted under this rule. Therefore, member and member organizations entering such interest are
responsible for ensuring compliance with the rule, such that the only interest that may be entered in response
to such a solicitation request is: (i) offsetting; (ii) a limit order priced no worse than the last sale price; and (iii)
not cancelled.

Rule 123C(9) also permits the Exchange to temporarily suspend the prohibition on the cancellation or
reduction of a MOC/LOC order after 3:58 p.m. where there is a legitimate error in such an order and the
execution of the order would cause significant price dislocation at the Close. See Information Memoranda
09-20 (May 5, 2009) and 10-52 (December 22, 2010).

Only the DMM assigned to a particular affected security may request relief under Rule 123C(9). A request
for relief under Rule 123C(9) must be approved and supervised by an Executive Floor Governor or qualified
Exchange employee, as defined in Rule 48(d). All Rule 123C(9) related approvals must be recorded in
FORTÉ.

III. Contingencies in the Event of a System Interruption

a. Contingency Scenarios

NYSE Operations has notified all members and member organizations as to how to proceed in the event of a
systems outage on June 23, 2017. There are three contingency scenarios, each of which is described below
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for convenience. Members and member organizations should refer to the NYSE Operations memorandum
published June 12, 2017 for further details. The memo is available at https://www.nyse.com/publicdocs/nyse/
markets/nyse/Russell_Contingency_Plan_2017_NYSE_MKT.pdf.

In addition, members and member organizations are advised that in Contingency Scenarios 2 and 3, the
procedures of Exchange Rule 123C will operate pursuant to the trading halt provisions.

1. Contingency Scenario 1

If after exhausting all possible recovery options, the Exchange determines at or before 3:00 p.m. Eastern
Time that it is unable to conduct a closing transaction in one or more securities, the Exchange will designate
NYSE Arca as the alternate exchange and the Exchange's Official Closing Price in the affected securities
will be the official closing price under the rules of NYSE Arca. In such an event, all closing interest on the
Exchange in the affected securities will be deemed cancelled and member organizations will be encouraged
to re-route their closing interest for participation in the NYSE Arca closing process.

2. Contingency Scenario 2

In the event of an Exchange system interruption that occurs after 3:00 p.m. Eastern Time whereby service
will be restored after the 4:00 p.m. close time, the Closing process will be extended later than the usual 4:00
p.m. close time. The NYSE will notify market participants of the new close time and any changes to the cutoff
times for submitting closing interest. The new time will be communicated to market participants via the market
wide call and a system status posting.

3. Contingency Scenario 3

In the event of an Exchange system interruption that occurs after 3:00 p.m. Eastern Time whereby service will
not be restored, the Exchange's Official Closing Price will be the VWAP of the last consolidated sale prices
for the last five minutes of trading for each affected Exchange-listed security. The NYSE will notify market
participants via the market-wide call and a system status posting that the closing process will not occur and
that all closing interest on the Exchange in the affected securities will be deemed cancelled.

b. Contingency Preparedness

Members are reminded that they should have Floor stationery supplies on hand in the event they are unable
to enter or cancel orders through the system. Should a system interruption affect electronic time-stamping
functionality, members and member organizations may manually record required time information. If the
Broker Booth Support System (“BBSS”) is functioning, but the broker handheld is not, Floor brokers must
carry the BBSS time onto their paper orders. Under all other circumstances, the time of order entry must be
recorded by hand in the Booth, by the Floor broker or clerk.

IV. Adequacy of Operations and Supervisory Staff

All members and member organizations, including DMMs, should ensure that both operational and
supervisory staffing on and around June 23, 2017 will be sufficient to monitor and process all orders,
regardless of the form in which they are received, as well as to handle the increased workload anticipated
as a result of the Russell Reconstitution. All members and member organizations should also review their
systems to ensure that they have adequate capacity to handle the expected increase in volume. For example,
DMM firms should review their DMM Unit algorithm to ensure that they meet their obligations to maintain
a fair and orderly market. DMMs are reminded to seek the advice of a Floor Official regarding any unusual
situations as quickly as possible.

V. Supervision
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a. Review of Policies and Procedures

Members and member organizations should carefully review their procedures as well as their supervisory
systems for handling orders in connection with the Russell Reconstitution on June 23, 2017. Members
and member organizations are expected to review their practices for handling orders at or near the Close,
particularly with respect to any orders where there is an on-close or other price guarantee for those securities
that are part of the rebalancing. Reviews should include both orders that are handled manually as well as
those orders that are handled systemically, such as orders that are handled by a computer algorithm. In
addition, members and member organizations should take all necessary steps to ensure that the relevant
trading, compliance and back-office staff are familiar with firm procedures for handling orders at or near the
Close.

In addition, members and member organizations are reminded of their obligation to have adequate
systems and controls relating to the use of firm systems by correspondents or others. Please consult NYSE
Information Memos 11-13 (May 16, 2011) for more information.

b. Adequacy of Compliance Program

Members and member organizations are also reminded to ensure that they have in place a robust compliance
program that includes adequate supervisory policies and procedures to monitor for compliance with
Exchange Rule 123C and the guidance contained in this Information Memo. Firm policies and procedures
must be adequate to ensure that all procedures related to MOC/LOC orders and orders entered at or near
the Close are appropriately followed, and to detect and deter any actions that may violate Exchange or SEC
rules.

c. Due Diligence Requirements

Consistent with the requirements of Exchange Rule 405, before any order with instructions to participate at
the close is transmitted to the Floor, the member or member organization accepting the order must exercise
due diligence to learn the essential facts relative to the order, including the purpose and propriety of the at-
the-close instruction. In addition, an imbalance of orders at or near the Close, caused in part by the entry of
such orders, could lead to trading being halted in the security and such orders not receiving an execution.

d. Supervision to Prevent Improperly Affecting the Close

Members and member organizations must also ensure that their activity does not artificially impact the closing
price. As such, members, member organizations and compliance staff should be mindful of Information Memo
05-52 (August 1, 2005) regarding Volume Weighted Average Price (“VWAP”) trading at or near the Close,
which addresses the responsibility for ensuring that trading strategies engaged in to facilitate or hedge VWAP
orders have an economic basis and do not have the effect of marking the close or marking the value of a
position. Member organizations should also be aware that certain orders and order entry practices may have
the potential to cause price dislocation before the Close or distort the closing price due to prevailing market
conditions at the time the order is entered. Similarly, trading at or near the Close is of particular concern due
to the condensed time frame for execution, where the resultant closing price is used to set benchmarks, such
as index rebalancing. As a result, manipulation concerns may be heightened when trading occurs at or near
the close.

Firms should review procedures utilized in connection with orders to be executed at or near the Close with
their traders and other order-entry personnel. Firms should also review systemic order-entry functions (e.g.,
algorithms or “smart servers”) for compliance with the provisions of Information Memorandum 05-52. Firms
should also review the provisions of Information Memo 95-28 (July 10, 1995), which discusses trading near
the Close and activity that would constitute violations of Exchange Rules as well as federal securities laws. In
that regard, members and member organizations are reminded that, where a firm has committed to purchase
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from (sell to) a customer an order at a price that is derived from the closing price (e.g., VWAP and MOC
orders) while also reserving a significant portion of its hedging or covering transaction to be executed at or
near the Close, they must operate with substantial care. If the transaction is completed in a manner that does
not effectively place the firm at market risk or if the transaction does not provide an opportunity for possible
contra side interest to develop and/or react to the activity, it could raise manipulative concerns and constitute
conduct inconsistent with just and equitable principles of trade.

e. Compliance with Federal Securities Laws and Rules

In addition to complying with Exchange Rules and policies, members and member organizations should
review other applicable federal securities laws and regulations, including, among others, Sections 9(a)(2) and
10(b) of the Securities Exchange Act, Regulation SHO, SEC Rule 10b-5 and SEC Rule 15c3-5, as well as the
margin and capital rules. Firms must ensure that they have adequate policies and procedures to detect, deter
and prevent such potentially violative conduct.

Members and member organizations are reminded that failure to comply with any of the requirements
described in this memo may result in disciplinary action.

VI. Staff Contacts

Operational questions regarding this Information Memo should be directed to:

• Robert Airo, Senior Director, NYSE Operations, at 212.656.5663, or
• Dennis Pallotta, Director, NYSE Operations, at 212.656.5236.

Questions concerning interpretations of Exchange Rules or Regulatory questions in connection with this
Information Memo should be directed to:

• Stephen Larson, Senior Director, NYSE Regulation, at 212.656.3830, or
• Michael Fitzpatrick, NYSE Regulation, at 212.656.2092.

Should a member or member organization experience any systems issues, please immediately contact the
NYSE Trading Operations Desk at 866.362.3375.

For Regulatory matters emanating from systems issues, please immediately contact the NYSE On-Floor
Surveillance Unit at mmquoterelief@theice.com.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  A "legitimate error" is an error in the term of an order, such as price, number of shares, side, or
identification of the security. See Exchange Rule 123C(1)(c).

2  Imbalance publications include both MOC and marketable LOC orders (based on the last sale price
at the time the publication is made). See Exchange Rule 123C(1)(b) and (d), defining "Informational
Imbalance Publication" and "Mandatory MOC/LOC Imbalance Publication." For more information on how
imbalance publications are calculated, see Exchange Rule 123C(4).

3  As with Informational Imbalance Publications, Floor Official approvals to issue certain Mandatory MOC/
LOC Imbalance Publications must be recorded in FORTE. Members must state the proposed imbalance
information and note any other relevant information (e.g., ADTV, size, degree of impact) in connection
with the request.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

230

http://researchhelp.cch.com/License_Agreement.htm


4  In the case of a buy (sell) imbalance, CO orders to sell (buy) at a price equal to or lower (higher) than the
reference price are to be included in the imbalance.

5  For more information on the execution of orders at the Close, see Exchange Rule 123C(7).
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 17-04

Click to open document in a browser

June 16, 2017

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, CHIEF OPERATIONS OFFICER,
OPERATIONS PARTNER AND LEGAL AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

FROM: NYSE REGULATION

SUBJECT: QUARTERLY EXPIRATION DAY– June 16, 2017

I. Purpose

June 16, 2017 will be a quarterly Expiration Day for stock and index options and futures products for which
settlement pricing is based upon New York Stock Exchange LLC (“NYSE”) and NYSE MKT LLC (“NYSE
MKT”) (collectively, the “Exchanges”) opening or closing prices on that day. This Information Memorandum
reminds members and member organizations of certain NYSE and NYSE MKT rules (the “Rules”) and
policies regarding opening imbalance publications, entry and cancellation of market-on-close/limit-on-close
(“MOC/LOC”) and closing offset (“CO”) orders, publication of on-the-close imbalances, and printing the
closing transaction.

II. Expiration Day Opening Imbalance Publication

Members and member organizations are reminded that the regular pre-opening procedures outlined in
Rules 15 (Pre-Opening Indications) and 123D (Openings and Halts in Trading) apply on the June 16, 2017
Expiration Day. Accordingly, Designated Market Makers (“DMMs”) should publish indications as promptly
as practicable and are reminded of their additional obligations under Rule 123D to publish one or more
indications, under the supervision of a Floor Official, in situations where the opening price would be affected
by an imbalance of market and limit buy and sell orders in a security.

III. Rules and Policies Relating to the Close

A. MOC/LOC and CO Order Entry and Cancellation

Members and member organizations are reminded that the provisions of Rule 123C (Closing Procedures)
apply to the Close on all Expiration Days. While the Exchanges expect systems to operate normally, in the
unlikely event of a systems interruption leading into or at the Close, the Closing Procedures set out in Rule
123C would operate as if the Exchanges had declared a regulatory halt in one or more securities.

In the event that one or both of the Exchanges invoke their exemptive powers under Rule 123C(9) (Closing
Procedures - Extreme Order Imbalances at or Near the Close), the terms of that rule would govern the
handling of orders at the Close. See Section III. D, below.

In connection with the entry of MOC/LOC and CO orders, members should pay particular attention to the
following:

• A “published imbalance” is an imbalance that has been disseminated to the Tape. An imbalance
announced orally or physically posted at the panel is not considered to be a published imbalance.
See Section III. B, below. The Exchanges' Order Imbalance Information product, a data feed of
real-time order imbalances that accumulate prior to the opening and the closing of trading on the
Exchanges, does not constitute a “published imbalance.”
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• Brokers and traders are reminded that, while they should enter orders as early in the day as
possible, all MOC/LOC orders (unless entered to offset a published imbalance) must be entered
electronically by 3:45 p.m. Entering MOC/LOC orders early provides DMMs with the opportunity
to more quickly identify and disseminate potential order imbalances that might exist at the Close.
This, in turn, enables brokers and traders to more effectively identify potential offsetting customer
interest that could mitigate any imbalance. MOC/LOC and CO orders entered prior to 3:45 p.m. may
be cancelled or reduced prior to that time for any reason.

• After 3:45 p.m. Exchange systems will accept only MOC/LOC orders that offset a Mandatory MOC/
LOC Imbalance Publication. CO orders may be entered on both sides of the market up to 4:00 p.m.

• Between 3:45 p.m. and 3:58 p.m., MOC/LOC and CO orders may be cancelled or reduced in size

only to correct a legitimate error. 1   This also applies to instances where cancel/replace functionality
is used.

• FINRA and NYSE Regulation will continue to closely monitor the cancellation of MOC/LOC and CO
orders.

• After 3:58 p.m., MOC/LOC and CO orders may not be cancelled, adjusted or reduced in size for any
reason except in accordance with Rule 123C(9). See Section III. D, below.

• In the event of a trading halt effective at 3:45 p.m. or later, MOC/LOC orders may be entered only to
offset a published imbalance. CO orders, however, may be entered in any amount on either side of
the market. See Rule 123C(2).

B. Imbalance Publications 2 

Rule 123C(5) provides for the publication of order imbalances as described below. In addition, members
and member organizations may refer to the attached quick-reference page for a summary of the times and
requirements for imbalance publications. DMMs are reminded that erroneous imbalance publications must be
corrected as soon as practicable.

1. Informational Imbalance Publications between 3:00 p.m. and 3:45 p.m.

Between 3:00 p.m. and 3:45 p.m., DMMs are encouraged to issue Informational Imbalance Publications of
any size if they believe that there could be significant price dislocation at the Close. These publications are
informational only and do not limit MOC/LOC or CO order entry or cancellation before 3:45 p.m. DMMs who
wish to issue an Informational Imbalance Publication must obtain prior approval from a Floor Official (see
Rule 46.20) or qualified Exchange employee (see Rule 46.10) prior to issuance. Floor Official approvals to
issue Informational Imbalance Publications must be recorded in the Floor Official Request Tracking Engine
(“FORTÉ”). Members must state the proposed imbalance information and note any other relevant information
(e.g., average daily trading volume (“ADTV”), size, or degree of impact) in connection with the request.

2. Mandatory MOC/LOC Imbalance Publications at 3:45 p.m.

As soon as practicable after 3:45 p.m., any MOC/LOC imbalance of 50,000 shares or more for NYSE-listed
securities, and 25,000 shares or more for NYSE MKT-listed securities, will be published by the Exchange.
Other significant imbalances of lesser size (i.e., less than 50,000/25,000 shares but significant relative to
the ADTV of a particular security) may be published by the DMM with Floor Official or qualified Exchange
employee approval. As with Informational Imbalance Publications, Floor Official approvals to issue certain
Mandatory MOC/LOC Imbalance Publications must be recorded in FORTÉ and members should state the
proposed imbalance information and note any other relevant information (e.g., ADTV, size, or degree of
impact) in connection with the request.

In addition, any Informational Imbalance Publication issued prior to 3:45 p.m. must be updated. An imbalance
of 50,000 shares (NYSE)/25,000 shares (NYSE MKT), or more will be published. If there is an imbalance
of any lesser size that is significant relative to the ADTV of the stock, it may be published, as soon as
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practicable, after 3:45 p.m. by the DMM with Floor Official or qualified Exchange employee approval. If there
is no such imbalance, a “no imbalance” indication must be issued by the DMM.

3. Mandatory MOC/LOC Imbalance Publications after a Trading Halt

If a trading halt is in effect at 3:45 p.m. but is lifted prior to the Close, any MOC/LOC imbalance of 50,000
shares (NYSE)/25,000 shares (NYSE MKT), or more will be published by the DMM as soon as possible after
the resumption of trading. Additionally, any imbalance of lesser size, if significant relative to the ADTV may
be published by the DMM as soon as possible after trading reopens, subject to prior Floor Official or qualified
Exchange employee approval. If the trading halt is not lifted before the Close, there will not be any imbalance
publications.

4. Exchange Publication of Order Imbalance Information

In addition to the Informational Imbalance and Mandatory MOC/LOC Imbalance Publications described
above, the Exchanges also make available real-time Order Imbalance Information prior to the Close in
accordance with Rule 123C(6). These publications take place approximately every five (5) seconds between
3:45 p.m. and 4:00 p.m. The Order Imbalance Information publications use a reference price in order to
indicate how many shares would be needed to close the security at that price, including MOC, marketable
LOC and CO orders. (For more information on how the reference price is determined, see Rule 123C(6)(a)
(iii)). Beginning at 3:55 p.m., the Order Imbalance Information publications also include stop orders, d-Quotes
and all other e-Quotes containing pegging instructions eligible to participate in the closing transaction.

As noted above, Order Imbalance Information publications are solely for informational purposes and off-
setting MOC/LOC interest must not be submitted in response to Order Imbalance Information publications.
Off-setting MOC/LOC interest may be submitted only as described in this memo in response to a Mandatory
MOC/LOC Imbalance Publication issued at 3:45 p.m. or after a trading halt in accordance with Rule 123C(2).

C. Printing the Closing Transaction

1. Rules 116.40 and 123C(8)

DMMs are reminded that the closing transaction must be printed consistent with Rules 116.40 and 123C(8)

and must accurately reflect both the closing price and closing volume when printing the closing transaction. 3

   Additionally, DMMs are reminded of their obligation to maintain a fair and orderly market pursuant to Rule
104.

2. Verbal Interest and e-Quotes at the Close

DMMs should take all interest, including verbal, e-Quoted and Display Book interest, into account when
formulating the Close. Depending on whether it is marketable or not, verbal interest may be handled
differently than e-Quoted interest at the Close. Marketable verbal interest is included with all market and MOC
interest at the Close, while limited verbal interest and e-Quotes are on parity with limit orders. DMMs are
reminded that verbal interest from a Floor broker should be handled one of two ways: (1) entered into UTM by
NYSE Floor Operations staff; or (2) into the crowd field of the Closing template by the DMM.

Pursuant to Rule 3110, members and member organizations must ensure that they have adequate written
policies, procedures and controls in place to detect, deter and prevent conduct inconsistent with the guidance
set forth above. Any member who believes that the above procedures have not been adhered to should
report their concern to the NYSE On-Floor Surveillance Unit.

3. Orders to Offset MOC/LOC Imbalances at the Close to Mitigate Price Disparity

Rule 902 (Off Hours Trading Orders) provides for entry of orders after the Close. Rule 902(a)(ii)(B) permits
DMMs to include in the calculation of the Close legitimate market interest that has agreed to offset all or part
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of any MOC imbalance that existed prior to the Close at 4:00 p.m. The DMM's use of this offsetting interest
to minimize significant price dislocation on the Close will result in a closing-price coupled order between the
DMM and member, member organization or customer. If the member, member organization or customer
agrees, the DMM may include this interest in offsetting an imbalance when setting the closing price and
increase DMM participation in the closing print to the extent of the new contra interest. In this way, the DMM
will liquidate or cover the related dealer position, and the member, member organization or customer will
acquire the position. Such closing-price coupled orders are executed at the Ramp.

It is important to note that Rule 902 may not be relied on for the entry of an order after the Close when
there is no MOC/LOC imbalance or when the imbalance would not result in significant volatility and/or price
dislocation. In addition, it cannot be used if the Close has already been printed.

D. Extreme Order Imbalances at or Near the Close

In order to avoid significant dislocation in the closing price that may result from an order entered or
represented at or near the Close, Rule 123C(9) permits the Exchanges, on a security-by-security basis,
to temporarily suspend the hours of operation under Rule 52 so that offsetting interest may be solicited
from both on-Floor and off-Floor participants and entered to reduce the size of the imbalance. The order
acceptance cut-off time will be a time period designated by the Exchange. Offsetting interest is solicited
using Exchange Trader Updates as well as messages sent directly to Floor broker hand-held devices. These
Exchange-issued solicitation requests include information regarding security symbol, the imbalance amount
and side, the last sale price, and a designated order acceptance cutoff time (generally five minutes from
the issuance of the solicitation request). Offsetting interest submitted in response to an Exchange-issued
solicitation request must be a limit order priced no worse than the last sale, irrevocable and entered no later
than the order acceptance cut-off time indicated in the solicitation request. Exchange systems will accept
interest entered electronically in the named security after 4:00 p.m. only if Rule 123C(9)(a)(1) is invoked.

Exchange systems will not verify side or price and will not block post-4:00 p.m. cancellation of interest
submitted under this rule. Therefore, member and member organizations entering such interest are
responsible for ensuring compliance with the rule, such that the only interest that may be entered in response
to such a solicitation request is: (i) offsetting; (ii) a limit order priced no worse than the last sale price; and (iii)
not cancelled.

Rule 123C(9) also permits temporary suspension of the prohibition on the cancellation or reduction of a MOC/
LOC order after 3:58 p.m. where there is a legitimate error in such an order and the execution of the order
would cause significant price dislocation at the Close. See Information Memoranda 09-20 (May 5, 2009) and
10-52 (December 22, 2010).

Only the DMM assigned to a particular affected security may request relief under Rule 123C(9). A request
for relief under Rule 123C(9) must be approved and supervised by an Executive Floor Governor or qualified
Exchange employee and supervised by a qualified Exchange officer, as defined in Rule 48(d). All Rule
123C(9)-related approvals must be recorded in FORTÉ.

IV. Adequacy of Operations and Supervisory Staff

All members and member organizations, including DMMs, should ensure that both operational and
supervisory staffing on and around the Expiration Day will be sufficient to monitor and process all orders,
regardless of the form in which they are received, as well as to handle the anticipated increased workload.
All members and member organizations should also review their systems to ensure that they have adequate
capacity to handle the expected increase in volume. For example, DMM firms should review their DMM Unit
algorithm to ensure that they meet their obligations to maintain a fair and orderly market. DMMs are reminded
to seek the advice of a Floor Official regarding any unusual situations as quickly as possible.

V. Supervision
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A. Review of Policies and Procedures

In view of increased automated order delivery, e-Quoting and automatic execution, members and member
organizations should carefully review their procedures as well as their supervisory systems for handling
orders in connection with the Expiration Day. Specifically, members and member organizations should review
their practices for handling orders at or near the Close. Reviews should include both manual orders and those
handled systemically, such as orders that are handled by a computer algorithm. In addition, members and
member organizations should take all necessary steps to ensure that the relevant trading and back-office
staffs are familiar with firm procedures for handling orders at or near the Close.

In addition, members and member organizations are reminded of their obligation to have adequate systems
and controls relating to the use of firm systems by correspondents or others. Please consult Information
Memo 11-13 (May 16, 2011) for more information.

B. Adequacy of Compliance Program

Members and member organizations are also reminded to ensure that they have a robust compliance
program that includes adequate written policies, procedures and supervisory controls to monitor for
compliance with Rule 123C and the guidance contained in this memo. Policies and procedures must be
adequate to ensure that all procedures related to MOC/LOC orders and orders entered at or near the Close,
are appropriately followed, and to detect and deter any actions that may violate NYSE, NYSE MKT and/or
SEC rules.

C. Due Diligence Requirements

Consistent with the requirements of Rule 405, before any order with instructions to participate at the Close
is transmitted to the Floor the member or member organization accepting the order must exercise due
diligence to learn the essential facts relative to the order, including the purpose and propriety of the at-the-
close instruction. In addition, an imbalance of orders at or near the Close, caused in part by the entry of such
orders, could lead to trading being halted in the security and such orders not receiving an execution.

D. Supervision to Prevent Improperly Affecting the Close

Members and member organizations must also ensure that their activity does not have the effect of artificially
impacting the closing price. Firms should review procedures utilized in connection with orders to be executed
at or near the Close with their traders and other order-entry personnel. Firms should also review systemic
order-entry functions (e.g., algorithms or “smart servers”) for compliance with the NYSE and NYSE MKT rules
and the provisions of this Information Memorandum. Firms should also review the provisions of Information
Memo 95-28 (July 10, 1995), which discusses trading near the Close and activity that would constitute
violations of NYSE and NYSE MKT rules, as well as federal securities laws.

In that connection, members and member organizations are reminded that, where a firm has committed to
purchase from (sell to) a customer at a price that is derived from the closing price (MOC orders) while also
reserving a significant position of its hedging or covering transaction to be executed at or near the Close, they
must operate with substantial care. If the transaction is completed in a manner that does not effectively place
the firm at market risk or if the transaction does not provide an opportunity for possible contra side interest
to develop and/or react to the activity, it would raise manipulative concerns and would operate as conduct
inconsistent with just and equitable principles of trade.

E. Compliance with Federal Securities Laws and Rules

In addition to complying with NYSE and NYSE MKT rules and policies, members and member organizations
should review all other applicable federal securities laws and regulations, including Section 9(a)(2) of the
Securities Exchange Act, Section 10b of the Securities Exchange Act, Regulation SHO, SEC Rule 10b-5 and
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SEC Rule 15c3-5, as well as the margin and capital rules. Firms must ensure that they have written policies,
procedures, and supervisory controls reasonably designed to detect and deter potentially violative conduct.

Members and member organizations are reminded that failure to comply with any of the requirements
described in this memo may result in disciplinary action.

VI. Staff Contacts

Regulatory questions relating to this Information Memo should be addressed to:

• Stephen Larson, Senior Director, NYSE Regulation, stephen.larson@theice.com, 212.656.3830, or
• Michael Fitzpatrick, NYSE Regulation, Michael.Fitzpatrick@theice.com 212.656.2092.

Operations questions concerning this memorandum should be addressed to:

• Robert Airo, Senior Director, NYSE Operations, robert.airo@nyse.com, 212.656.5663, or
• Dennis Pallotta, Director, Operations, dennis.pallotta@nyse.com, 212.656.5236.

Attachments

Quick-Reference Page

NYSE/NYSE MKT Close

• MOC/LOC entry

- Must be entered before 3:45 p.m., unless offsetting a published imbalance.
- Must be entered electronically.

• Cancellation of MOC/LOCs

- Can be cancelled after 3:45 p.m. only in cases of legitimate error.
- Cannot be cancelled after 3:58 p.m., even for legitimate error.

• Mandatory MOC/LOC Imbalance Publication

- One regulatory MOC/LOC publication, as soon as practicable, after 3:45 p.m., done
systemically.

• Closing Offset (“CO”) Order

- Can be entered on either side of the market, at any time prior to 4:00 p.m.
- Can be used to offset any imbalance at the Close, but does not yield to at price G orders.
* 
- Not guaranteed to participate; may participate only to offset imbalance if no other interest
is remaining to trade at the closing price on the same side of the CO order.
- Cannot swing the imbalance to other side.
- Time priority basis with other CO orders on the same side of the market.
- Not included in the Mandatory MOC/LOC Imbalance Publication.
- Except as provided for in Rule 123C(9) and similar to MOC/LOC orders, CO orders
cannot be cancelled after 3:58 p.m., even for legitimate error.
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• Order Imbalance Data feeds (Proprietary Data product) to all customers (upstairs and Floor)

- Every 5 seconds between 3:45 p.m. and 4:00 p.m.
- Compiled using:

• Reference price
• MOC/LOC imbalance and the side of the market
• At 3:55 p.m., d-Quotes and all other e-Quotes containing pegging instructions

eligible to participate on the Close
• MOC/LOC paired quantity at reference price
• CO orders on the opposite side
• At-price LOC interest eligible to offset the imbalance.
• Price at which closing-only interest (MOC orders, marketable LOC orders and

CO orders on the opposite side of the imbalance) will execute in full
Price where all orders eligible to trade on the Close would execute against themselves
and orders on the Book.

• d-Quotes for closing transactions must be entered by 3:59:50 p.m.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  A "legitimate error" is an error in any term of a MOC/LOC order, such as price, number of shares, side,
or identification of the security. See Rule 123C(1)(c).

2  Imbalance publications include both MOC and marketable LOC orders (based on the last sale price
at the time the publication is made). See Rule 123C(1)(b) & (d), defining "Informational Imbalance
Publication" and "Mandatory MOC/LOC Imbalance Publication." For more information on how imbalance
publications are calculated, see Rule 123C(4).

3  For more information on the execution of orders at the Close, see Rule 123C(7).
*  G orders with a price equal to the closing price are the last interest eligible to offset a closing imbalance.

See Rule 123C(7)(vi).
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April 6, 2017

   To: All Member Organizations

From: NYSE Regulation

Subject: Consolidated Audit Trail (“CAT”) Industry Webcast

Consolidated Audit Trail (“CAT”) Industry Webcast

On Thursday, April 13, 2017 4:15 pm (ET) the CAT NMS, LLC Operating Committee will be hosting
a Consolidated Audit Trail Industry Webcast. Representatives from the CAT NMS, LLC Operating
Committee, and representatives from the CAT Plan Processor, Thesys Technologies, will present an
update on the progress of the Consolidated Audit Trail. The discussion topics outlined below will provide
industry members insight to the CAT program and several technical topics. Online questions will be accepted
throughout the webcast. The webcast will be recorded and playback will be made available on the CAT NMS
Plan website.

Please forward this meeting invite to any interested parties who would like to attend.

Discussion topics will include:

• Governance Structure

• Thesys, the Plan Processor

• Clock Synchronization

• Industry Testing

• Technical Specifications

• Billing and Fees

CLICK HERE TO JOIN THE VIRTUAL WEBCAST (WebEx)[deloitteevents.webex.com]

Teleconference Information:

Toll Free: +1-800-857-9712

Passcode: 6239441

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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March 8, 2017

   To: All Member Organizations

From: NYSE Regulation

Subject: Consolidated Audit Trail (“CAT”) Clock Synchronization Requirements

On November 15, 2016, the Securities and Exchange Commission (“SEC”) approved the National Market
Plan Governing the Consolidated Audit Trail (the “CAT NMS Plan” or the “Plan”). Pursuant to the CAT NMS
Plan, each national securities exchange and the Financial Industry Regulatory Authority, Inc. (“FINRA”) (each,
a “Participant” in the Plan) has filed with the SEC a compliance rule series that requires the Participant's
members to comply with the CAT NMS Plan requirements and, ultimately, to report information to the CAT.
The Participants are issuing this alert in anticipation of the SEC's approval of the Participants' compliance rule
series.

This alert provides guidance regarding upcoming deadlines regarding clock synchronization requirements,
including certifications, that apply to certain members of the Participants. Should you have any questions
about this alert, please contact New York Stock Exchange Regulation at NYSERegulation@theice.com.

Business Clock Synchronization Requirement

The Participants filed their CAT compliance rule series with the SEC in January and February 2017. Pursuant
to the clock synchronization provisions in the CAT compliance rule series, each Participant's member
(“Industry Member”) shall synchronize its Business Clocks, other than such Business Clocks used solely
for Manual Order Events or used solely for the time of allocation on Allocation Reports, at a minimum to
within a fifty (50) millisecond tolerance of the time maintained by the atomic clock of the National Institute

of Standards and Technology (“NIST”), and maintain such synchronization. 1   In addition, each Industry
Member shall synchronize its (A) Business Clocks used solely for Manual Order Events and (B) its Business
Clocks used solely for the time of allocation on Allocation Reports, at a minimum to within a one second
tolerance of the time maintained by NIST, and maintain such synchronization. Under the Plan, as modified
by an exemptive order issued by the SEC, each Industry Member must comply with these requirements with
regard to Business Clocks that capture time in milliseconds by or before March 15, 2017.

For purposes of the initial March 15, 2017 clock synchronization and certification (described below) deadlines,
“Business Clocks” include those clocks that currently capture time in milliseconds and that are used to record
time related to “Reportable Events,” as defined under the Plan, including, without limitation, the original
receipt or origination, modification, cancellation, routing, execution (in whole or in part) and allocation of an
order, and receipt of a routed order, in Eligible Securities (i.e., NMS Securities and OTC Equity Securities).

Accordingly, if your Business Clocks currently capture time in milliseconds, you must comply with the clock
synchronization, documentation and certification requirements set forth in the compliance rule series, and
summarized herein, by or before March 15, 2017. However, as noted below, Industry Members will not
be required to comply with the violation reporting provision of the clock synchronization requirements until
thresholds for reporting are published by the Operating Committee of the CAT NMS Plan.

Synchronization Procedures

All Industry Members that have Business Clocks that are subject to the clock synchronization requirements
must document and maintain their synchronization procedures and keep a log of the times when they
synchronize their Business Clocks and the results of the synchronization process. The Participants expect
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that each Industry Member will synchronize its Business Clocks every business day before market open,
and check synchronization at pre-determined intervals throughout the business day, to reasonably ensure
that Business Clocks maintain synchronization. The Participants also expect that each Industry Member's
synchronization log will document whenever a Business Clock fails to be within the applicable tolerance of the
time maintained by NIST. At a later date, the Operating Committee of the CAT NMS Plan will provide further
guidance regarding clock synchronization thresholds and Industry Members' clock synchronization logs. At
that time, the Participants will publish this information.

Certification Regarding Business Clock Synchronization

The CAT compliance rule series requires each Industry Member to certify that its Business Clocks satisfy
the synchronization requirements described above periodically in accordance with the certification schedule
established by the Operating Committee of the CAT NMS Plan. As mentioned above, each Industry Member
must provide an initial certification – in the form attached hereto – by March 15, 2017. Going forward,
Industry Members must complete a new certification annually by March 15 of each year following 2017.
For future certifications, Industry Members should use a copy of the form certification attached hereto,
unless an updated form certification is available, in which case the Participants will distribute copies of
such updated form certification prior to the March 15 deadline. Industry Members are not required to submit
such certifications to the exchanges or FINRA. Instead, originals of such certifications must be maintained
by Industry Members as part of their books and records and be available to regulators upon request.
Industry Members who are members of multiple Participants need only make a single clock synchronization
certification.

Violation Reporting

Each Participant's compliance rule series provides that each Industry Member with Business Clocks must
report to the Plan Processor and the Participant when the Industry Member violates the clock synchronization
requirements pursuant to the thresholds set by the Operating Committee of the CAT NMS Plan (the
“Compliance Thresholds”). At this time, the Operating Committee has not adopted Compliance Thresholds,
so Industry members are not yet required to report violations of the clock synchronization requirements to the
Plan Processor or the Participants. At a later date, the Participants will publish the Compliance Thresholds,
subject to approval by the Operating Committee of the CAT NMS Plan. At that time, Industry Members will be
required to report violations of the Compliance Thresholds to the Plan Processor and the Participants.

CONSOLIDATED AUDIT TRAIL (“CAT”) CLOCK SYNCHRONIZATION CERTIFICATION
BY [INDUSTRY MEMBER] TO PARTICIPANTS OF THE CAT NMS PLAN

MARCH _____, 2017

[Industry Member] hereby acknowledges that it is a member of the following national securities exchange(s)
and/or national securities association(s) (please select all that apply):

□ Bats BYX Exchange, Inc.
□ Bats BZX Exchange, Inc.
□ Bats EDGA Exchange, Inc.
□ Bats EDGX Exchange, Inc.
□ BOX Options Exchange LLC
□ C2 Options Exchange, Incorporated
□ Chicago Board Options Exchange, Incorporated
□ Chicago Stock Exchange, Inc.
□ Financial Industry Regulatory Authority, Inc.
□ International Securities Exchange, LLC
□ Investors' Exchange LLC
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□ ISE Gemini, LLC
□ ISE Mercury, LLC
□ Miami International Securities Exchange LLC
□ MIAX PEARL, LLC
□ NASDAQ BX, Inc.
□ NASDAQ PHLX LLC
□ The NASDAQ Stock Market LLC
□ National Stock Exchange, Inc.
□ New York Stock Exchange LLC
□ NYSE MKT LLC
□ NYSE Arca, Inc.
□ Other: _____

To achieve compliance with the clock synchronization requirements of the CAT compliance rule, including
any interpretive or exemptive guidance applicable to such rule, of each national securities exchange and/or
national securities association identified above (the “Clock Synchronization Requirement”), the undersigned,
who is duly authorized to execute this certification on behalf of [Industry Member], hereby certifies that
[Industry Member] has:

(1) synchronized its Business Clocks, other than such Business Clocks used solely for Manual Order
Events or used solely for the time of allocation on Allocation Reports, at a minimum to within a fifty (50)
millisecond tolerance of the time maintained by the National Institute of Standards and Technology,
and maintains such synchronization; and

(2) synchronized (A) its Business Clocks used solely for Manual Order Events and (B) its Business
Clocks used solely for the time of allocation on Allocation Reports at a minimum to within a one second
tolerance of the time maintained by the National Institute of Standards and Technology, and maintains
such synchronization.

Capitalized terms are defined as set forth in the CAT compliance rule series of each national securities
exchange and national securities association.

EXECUTED as of the date first written above.

[INDUSTRY MEMBER]

By: _____

Name: _____

Title: _____

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Unless otherwise noted, capitalized terms are used as defined in the CAT compliance rule series or
herein.
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January 4, 2017

   To: All Floor Members, Member Organizations and Floor Personnel

From: NYSE Regulation

Subject: Amendments to Rule 15

Background

NYSE and NYSE MKT Rule 15 requires Designated Market Makers (“DMMs”) to publish pre-opening
indications before a security opens if the opening transaction on the Exchange is anticipated to be at a price
that represents a change of more than the “Applicable Price Range” from a specified “Reference Price” before
the security opens.

Amended Rule 15

NYSE and NYSE MKT have recently amended Rule 15 to add a wider Applicable Price Range for securities
with a Reference Price $3.00 and lower. Effective January 3, 2017, the Applicable Price Range for securities
with a Reference Price $3.00 and lower will be $0.15 ($0.30 during extreme market-wide volatility). For
securities with a Reference Price above $3.00, the Applicable Price Range will remain 5% (10% during
extreme market-wide volatility).

In addition, for any security not opened by 10 a.m. Eastern Time, including IPOs and securities trading on
a when issued basis, DMMs will be required to publish a pre-opening indication prior to opening trading in
that security, irrespective of price change. DMMs should publish such pre-opening indications as early as
practicable, based on information available at the time regarding the potential opening price of a security.
For low-volume securities that do not have sufficient trading interest to open on a trade or a quote by 9:30
a.m. Eastern Time, the DMM should publish a pre-opening indication before 10:00 a.m. Eastern Time, even if
such pre-opening indication is wide. For an IPO which will open on a trade, DMMs may consider the facts and
circumstances when determining when to publish the first pre-opening indication.

DMMs are reminded that Rule 15 requires a Floor Governor to supervise and approve the publication of all
pre-opening indications.

Staff Contacts

Questions regarding this memo should be addressed to:

Stephen Larson, Senior Director, NYSE Regulation, stephen.larson@theice.com, 212.656.3830;

Sean Gilmartin, Director, NYSE Regulation, sean.gilmartin@theice.com, 212.656.3814;

Christian Sanfilippo, Manager, NYSE Regulation, Christian.Sanfilippo@theice.com, 212.656.3481;

Bob Airo, Senior Director, NYSE Operations, bob.airo@theice.com, 212.656.5663.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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December 15, 2016

   To: ALL NEW YORK STOCK EXCHANGE LLC (“NYSE”) and NYSE MKT LLC (“NYSE MKT”) MEMBERS
and MEMBER ORGANIZATIONS

ALL NYSE ARCA, INC. (“NYSE ARCA”) OTP HOLDERS and OTP FIRMS

ALL NYSE AMEX OPTIONS LLC ATP HOLDERS

ALL NYSE ARCA EQUITIES, INC. ETP HOLDERS

(collectively, “Members”)

From: NYSE REGULATION

Subject: SURVEILLING FOR POTENTIALLY IMPROPER ACTIVITY

NYSE Regulation previously reminded Members that they should not engage in or effect trading or quoting
activity that improperly disrupts the trading of securities on the NYSE, NYSE MKT or NYSE Arca (collectively,

“NYSE Exchanges”) (“Disruptive Activity”). 1   NYSE Regulation expects its Members to use available tools in
order to monitor and address such potential activities.

This year, FINRA began issuing monthly Cross-Market Equities Supervision – Potential Manipulation Reports
(“Report Cards”) to assist firms in monitoring their supervision for trading behaviors that may be designed to

manipulate the market. 2   The Report Cards identify potential layering and spoofing violations by customers,
allowing Members to supplement their own surveillances. Members receiving Report Cards are expected to
use them to investigate the activities of the customer accounts and/or underlying traders identified therein and
take all necessary and appropriate actions to prevent those accounts from engaging in Disruptive Activity.

Members should also be aware that NYSE Regulation itself uses these Report Cards, among other things,
to assist in identifying and investigating Members that may be engaging in or allowing Disruptive Activity.
Members failing to avail themselves of the Report Cards as an informational tool to supplement their own
surveillance of customer trading activity and/or who fail to halt customers' Disruptive Activity, risk disciplinary
action or suspension. NYSE Regulation continues to focus on addressing Disruptive Activity, and certain
Members have already shut down hundreds of problematic customer accounts and underlying traders.

The NYSE Exchanges are dedicated to working together with our Members to promote fair and orderly
markets. Should you have any questions about this memorandum, or should you wish to report any Disruptive
Activity, about which you are concerned, please contact NYSE Regulation at NYSERegulation@theice.com.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Disruptive Activities Violative of the Federal Securities Laws and Rules of the NYSE, NYSE MKT
and NYSE Arca, dated May 16, 2016 (as amended, May 19, 2016), available at https://www.nyse.com/
publicdocs/nyse/markets/nyse/rule-interpretations/2016/Info%20Memo%20NYSE%2016-06%20—
%20final(1).pdf.
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2  See http://www.finra.org/industry/cross-market-equities-supervision-potential-manipulation-report.
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December 8, 2016

   To: NEW YORK STOCK EXCHANGE LLC (“NYSE”) AND NYSE MKT LLC (“NYSE MKT”) MEMBERS AND
MEMBER ORGANIZATIONS

ALL NYSE ARCA, INC. (“NYSE ARCA”) OTP HOLDERS AND OTP FIRMS

ALL NYSE AMEX OPTIONS LLC ATP HOLDERS

ALL NYSE ARCA EQUITIES, INC. ETP HOLDERS

(COLLECTIVELY, “MEMBERS”)

From: NYSE REGULATION

Subject: NYSE and ISG Members Modify Certain Electronic Blue Sheet Data Elements

NYSE and other U.S. Intermarket Surveillance Group Members 1   (“ISG Members”) have modified certain
equity and option data elements for Electronic Blue Sheets (“EBS”). In addition, ISG Members have modified
certain equity data elements to be consistent with NYSE Regulation Information Memorandum 16-02 and
NYSE Arca Equities Regulatory Bulletin RB-16-39.

These equity and option modifications will become effective on December 30, 2016. Please note that broker-
dealers may submit the modified values prior to December 30, 2016, and, if they do so, the NYSE, other ISG
Members, and the Securities and Exchange Commission (SEC) will accept them.

The NYSE and the other ISG Members are also updating certain data elements in response to the SEC's
approval of the Investors Exchange, LLC's application to register as a national securities exchange.

Attachment A to this Memo/Bulletin shows the updated EBS record layout, which includes the modifications
noted below and changes from previously published versions:

• Requestor Code was added for Investor Exchange, LLC = ‘3’
• Exchange Code was added for Investor Exchange, LLC = ‘3’

Attachment B to this Memo/Bulletin shows the updated listed of Transaction Type Identifiers, which includes
the modifications noted below:

The following Trade Type Identifiers were removed for Equity:

• Non-Index Arbitrage, Program Trading, Proprietary = ‘C’
• Index Arbitrage, Program Trading, Proprietary = ‘D’
• Index Arbitrage, Program Trading, Individual Investor = ‘J’
• Non-Index Arbitrage, Program Trading, Individual Investor = ‘K’
• Non-Program Trading, Individual Investor = ‘I’
• Non-Index Arbitrage, Program Trading, Agency = ‘Y’
• Index Arbitrage, Program Trading, Agency = ‘U’
• Designated Market Makers = ‘S’

The following Trade Type Identifiers was added for Equity:

• Riskless Principal = ‘R’

The following Trade Type Identifiers was removed for Options:

• Designated Market Makers = ‘S’
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• Stock Specialist - Assignment = ‘Y’
• Registered Trader Market Maker Transaction Regardless of the Clearing Number = ‘P’

The following Trade Type Identifiers was renamed for Options:

• From Voluntary Professional to Professional Customer = ‘W’

A list of EBS Frequently Asked Questions will be updated from time to time by the ISG Members. Please
see FINRA's website at www.finra.org/bluesheets/faq for the most recent version. If you have any questions
regarding these EBS changes, please contact ebs@finra.org

Attachment A

Record Layout for Submission of Trading Information
 

Field Po-
sition

 

From To Field
Length

Field
Name/Description/Remarks

Field
Format

Justify Picture
Clause

Default Value

 

***This record must be the
first record of the file***

 

1 3 3 FILLER A LJ X(3) HDR
 

4 5 2 FILLER A LJ X(2) .S
 

6 10 5 DTRK-SYSID N LJ 9(5) 12343
 

11 12 2 FILLER A LJ X(2) .E
 

13 14 2 FILLER N LJ 9(2) 00
 

15 16 2 FILLER A LJ X(2) .C
 

17 20 4 DTRK-ORIGINATOR Please
call SIAC for assignment
(212) 383-2210

A LJ X(4) —

 

21 22 2 FILLER A LJ X(2) .S
 

23 26 4 DTRK-SUB-ORIGINATOR
Please call SIAC for
assignment (212) 383-2210

A LJ X(4) —

 

27 27 1 FILLER A LJ X(1) B
 

28 33 6 DTRK-DATE
Contains submission date.

N LJ 9(6) MMDDYY

 

34 34 1 FILLER A LJ X(1) B
 

35 59 25 DTRK-DESCRIPTION
Required to identify this file.

A LJ X(25) FIRM
TRADING

INFORMATION
 

60 80 21 FILLER A LJ X(21) B
 

1 1 1 HEADER RECORD CODE
Value: Low Values OR
ZERO

A — X —

 

2 5 4 SUBMITTING BROKER
NUMBER
If NSCC member use NSCC
clearing number. If not a
NSCC member, use clearing
number assigned to you by
your clearing agency.

A–R LJ X(4) B

 

6 40 35 FIRM'S REQUEST NUMBERA — X(35) B
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Tracking number used by the
firm to record requests from
an organization.

 

41 46 6 FILE CREATION DATE
Format is YYMMDD

A — X(6) —

 

47 54 8 FILE CREATION TIME
Format is HH:MM:SS

A — X(8) —

 

55 55 1 REQUESTOR CODE
Requesting Organization
Identification Values:

A — X —

 

A = New York Stock
Exchange

 

B = NYSE MKT, LLC
 

C = Chicago Stock Exchange
 

D = NASDAQ OMX
 

E = NYSE Arca
 

F = NASDAQ OMX BX, Inc.
 

G = National Stock
Exchange

 

H = BATS Exchange, Inc.
(Equity and Options)

 

I = International Securities
Exchange, ISE Gemini, and
ISE Mercury

 

J = EDGA Exchange and
EDGX Exchange (Equity and
Options)

 

K = Chicago Board Options
Exchange,C2 Options
Exchange and CBSX (CBOE
Stock Exchange)

 

R = FINRA
 

U = BOX Options Exchange,
LLC

 

X = U.S. Securities and
Exchange Commission

 

Y = BATS Y-Exchange, Inc.
 

7 = Miami International
Securities Exchange

 

3 = Investors Exchange, LLC
 

56 70 15 REQUESTING
ORGANIZATION NUMBER
Number assigned by
requesting organization

A LJ X(15) B

 

71 80 10 FILLER A — X(10) B
 

1 1 1 RECORD SEQUENCE
NUMBER ONE
The first record of the
transaction. Value: 1

A — X —

 

2 5 4 SUBMITTING BROKER
NUMBER

A–R LJ X(4) —
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Identical to Submitting Broker
Number in Header Record

 

6 9 4 OPPOSING BROKER
NUMBER
The NSCC clearing house
number of the broker on the
other side of the trade.

A–R LJ X(4) B

 

10 21 12 CUSIP NUMBER
The cusip number assigned
to the security. Left justified
since the number is nine
characters at present (8+
check digit) but will expand in
the future.

A LJ X(12) B

 

22 29 8 TICKER SYMBOL
The symbol assigned to
this security. For options
(pre-OSI), the OPRA option
symbol (space), OPRA
expiration month symbol and
OPRA strike price symbol
should be used. (Ex. Maytag
May 20 call option series
would be reported as MYG
ED. This example uses six
spaces in the field with a
space between the OPRA
symbol and the OPRA
expiration month.)
Post OSI this field must
contain OPTIONXX and a
Record Sequence Number
Six must be completed

A–R LJ X(8) B

 

30 35 6 TRADE DATE
The date this trade executed.
Format is YYMMDD.

A–R — X(6) B

 

36 41 6 SETTLEMENT DATE
The date this trade will
settle. Format is YYMMDD

A — X(6) B

 

42 53 12 QUANTITY
The number of shares or
quantity of bonds or option
contracts.

N–R RJ 9(12) Z

 

54 67 14 NET AMOUNT
The proceeds of sales or
cost of purchases after
commissions and other
charges.

N RJ S9(12)
V99

Z

 

68 68 1 BUY/SELL CODE
Values: 0 = Buy, 1 = Sale,
2 = Short Sale, 3 = Buy
Open, 4 = Sell Open, 5 = Sell
Close, 6 = Buy Close. A =
Buy Cancel, B = Sell Cancel,

A–R — X B
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C = Short Sale Cancel, D
= Buy Open Cancel, E =
Sell Open Cancel, F = Sell
Close Cancel, G = Buy Close
Cancel. Values 3 to 6 and D
to G are for options only

 

69 78 10 PRICE
The transaction price.
Format: $$$$ CCCCCC.

N–R RJ 9(4)V(6
)

Z

 

79 79 1 EXCHANGE CODE
Exchange where trade was
executed. Values:

A–R — X B

 

A = New York Stock
Exchange

 

B = NYSE MKT, LLC (Equity
and Options)

 

C = Chicago Stock Exchange
 

D = NASDAQ OMX PHLX
 

E = NYSE Arca (Equity and
Options)

 

F = NASDAQ OMX BX, Inc.
 

G = National Stock
Exchange

 

H = BATS Exchange, Inc.
(Equity and Options)

 

I = International Securities
Exchange (Options Only)

 

J = C2 Options Exchange
 

K = Chicago Board Options
Exchange

 

L = London Stock Exchange
 

M =Toronto Stock Exchange
 

N = Montreal Stock
Exchange

 

O =TSX Venture Exchange
 

P = EDGA Exchange
 

Q=FINRA ADF
 

R = NASDAQ
OMX/NASDAQ OMX
Options Market

 

S = Over-the-Counter
 

T = Tokyo Stock Exchange
 

U = BOX Options Exchange,
LLC

 

V = EDGX Exchange (Equity
and Options)

 

W = CBSX (CBOE Stock
Exchange)

 

X = NASDAQ OMX PSX
 

Y = BATS Y-Exchange, Inc.
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Z = Other
 

1 = ISE Gemini
 

2 = ISE Mercury
 

3 = Investors Exchange, LLC
 

7 = Miami International
Securities Exchange

 

80 80 1 BROKER/DEALER CODE
Indicate if trade was done
for another Broker/Dealer.
Values: 0 = No; 1 = Yes

A–R — X B

 

1 1 1 RECORD SEQUENCE
NUMBER TWO
Value: 2

A — X —

 

2 2 1 SOLICITED CODE Values: 0
= No; 1 = Yes

A–R — X B

 

3 4 2 STATE CODE Standard
Postal two character
identification.

A–R — X(2) B

 

5 14 10 ZIP CODE/COUNTRY
CODE
Zip Code—five or nine
character (zip plus four)
Country code—for future
use.

A–R LJ X(10) B

 

15 22 8 BRANCH OFFICE/
REGISTERED
REPRESENTATIVE
NUMBER
Each treated as a four-
character field.
Both are left justified.

A–R LJ X(8) B

 

23 28 6 DATE ACCOUNT OPENED
Format is YYMMDD

A–R — X(6) B

 

29 48 20 SHORT NAME FIELD
Contains last name followed
by comma (or space) then as
much of first name as will fit.

A LJ X(20) B

 

49 78 30 EMPLOYER NAME A LJ X(30) B
 

79 79 1 TIN 1 INDICATOR Values: 1
= SS#; 2 = TIN

A–R — X B

 

80 80 1 TIN 2 INDICATOR Values:
1 = SS#; 2 = TIN—for future
use.

A — X B

 

1 1 1 RECORD SEQUENCE
NUMBER THREE Value: 3

A — X —

 

2 10 9 TIN ONE
Taxpayer Identification
Number
Social Security or Tax ID
Number.

A–R LJ X(9) B

 

11 19 9 TIN TWO
Taxpayer Identification

A LJ X(9) B
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Number #2
Reserved for future use.

 

20 20 1 NUMBER OF N&A LINES A — X B
 

21 50 30 NAME AND ADDRESS LINE
ONE

A–R LJ X(30) B

 

51 80 30 NAME AND ADDRESS LINE
TWO

A–R LJ X(30) B

 

1 1 1 RECORD SEQUENCE
NUMBER FOUR

A — X —

 

Value: 4
 

2 31 30 NAME AND ADDRESS LINE
THREE

A–R LJ X(30) B

 

32 61 30 NAME AND ADDRESS LINE
FOUR

A–R LJ X(30) B

 

62 62 1 TRANSACTION TYPE
IDENTIFIERS
See Attachment B for current
codes.

A–R — X B

 

63 80 18 ACCOUNT NUMBER
Account number

A–R LJ X(18) B

 

1 1 1 RECORD SEQUENCE
NUMBER FIVE
Value: 5

A — X(1) —

 

2 31 30 NAME AND ADDRESS LINE
FIVE

A–R LJ X(30) B

 

32 61 30 NAME AND ADDRESS LINE
SIX

A–R LJ X(30) B

 

62 65 4 PRIME BROKER Clearing
number of the account's
prime broker.

A–R LJ X(4) B

 

66 66 1 AVERAGE PRICE
ACCOUNT
1 = recipient of average price
transaction.
2 = average price account
itself.

N–R — 9(1) Z

 

67 71 5 DEPOSITORY
INSTITUTION
IDENTIFIER
Identifying number
assigned to the account by
the depository institution.

A–R LJ X(5) B

 

72 77 6 Order Execution Time
HHMMSS – Time format will
be in Eastern Time and 24
hour format.

A-R LJ — —

 

78 80 3 FILLER A — X B
 

1 1 1 RECORD SEQUENCE
NUMBER SIX
Value: 6

A — —
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2 9 8 DERIVATIVE SYMBOL
The symbol assigned to the
derivative

A-R LJ — B

 

10 15 6 EXPIRATION DATE The
date the option expires.
Format is YYMMDD

A-R — — B

 

16 16 1 CALL/PUT INDICATOR C =
Call, P = Put

A-R — — B

 

17 24 8 STRIKE DOLLAR
The dollar amount of the
strike price

N-R RJ — Z

 

25 30 6 STRIKE DECIMAL
The decimal amount of the
strike price

N-R RJ — Z

 

31 80 50 FILLER A LJ — B
 

1 1 1 RECORD SEQUENCE
NUMBER SEVEN Value: 7

A — —

 

2 14 13 Large Trader Identification
1

A-R LJ — Z

 

15 27 13 Large Trader Identification
2

A-R LJ — Z

 

28 40 13 Large Trader Identification
3

A-R LJ — Z

 

41 41 1 Large Trader Identification
Qualifier

A-R LJ — Z

 

42 49 8 Primary Party Identifier
Identity of the party to the
trade that is represented
by the Submitting Broker of
an EBS. Acceptable values
include MPID, CRD or OCC
Clearing Number.

A-R LJ — B

 

50 57 8 Contra Party Identifier
Identity of the contra party to
the trade that is represented
by the Opposing Broker of
an EBS. Acceptable values
include MPID, CRD or OCC
Clearing Number.

A-R LJ — B

 

58 80 23 FILLER A LJ — B
 

1 1 1 TRAILER RECORD DATE
One record per submission.
Must be the last record on
the file. Value: High Values
or “9”

A — X —

 

2 17 16 TOTAL TRANSACTIONS
The total number of
transactions. This total
excludes Header and Trailer
Records.

N RJ 9(16) B

 

18 33 16 TOTAL RECORDS ON FILE
The total number of 80 byte
records. This total includes

N RJ 9(16) Z
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Header and Trailer Records,
but not the Datatrak Header
Record (i.e., it does not
include the first record on

 

the file).
 

34 80 47 FILLER A — X(47) B
 

Field Format
A = Alphanumeric (all caps)
N = Numeric
P = Packed
B = Binary
R = Validation Required

Default
Values
B =
Blanks
Z= Zero

Justify
RJ = Right
Justification of
Data
LJ = Left
Justification of
Data

 

Attachment B

Transaction Type Identifiers
 

Transaction Type Security Type
 

Equity *  Options
 

Non-Program Trading, Agency A C
 

Non-Program Trading, Proprietary P F
 

Market-Maker M
 

Non-Member Market-Maker/Specialist Account N
 

Customer Range Account of a Broker/Dealer B
 

Error Trade Q
 

Professional Customer W
 

Joint Back Office J
 

Riskless Principal R
 

*  Equity securities include those securities that trade like equities (e.g., ETFs and structured products).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  The Intermarket Surveillance Group ("ISG") is an international group of exchanges, market centers,
and market regulators that perform front-line market surveillance in their respective jurisdictions. The
U.S. members of the ISG include the following exchanges and self-regulatory organizations: Bats
Exchange, Inc., Bats Y-Exchange, Inc., Chicago Board Options Exchange, Inc., C2 Options Exchange,
Inc., Chicago Stock Exchange, Inc., EDGA Exchange, Inc., EDGX Exchange, Inc., Financial Industry
Regulatory Association (FINRA), International Securities Exchange, ISE Gemini, ISE Mercury, Investors
Exchange, LLC, The NASDAQ Stock Market, LLC, NASDAQ BX, Inc., NASDAQ PHLX LLC, National
Stock Exchange, Inc., BOX Options Exchange, LLC, and Miami International Securities Exchange.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 16-16

Click to open document in a browser

October 21, 2016

   To: All Floor Members, Member Organizations and Floor Personnel

From: NYSE Regulation

Subject: FlOOR TELEPHONE BOOTHS

Purpose

The purpose of this Information Memo is to inform New York Stock Exchange LLC and NYSE MKT LLC
(collectively, the “Exchange”) members and member organizations of the new “Telephone Booths” on the 18
Broad Street side of the Trading Floor and to remind member organizations that all use of these booths must
comply with the provisions of NYSE and MKT Rules 36 and 98, specifically with regard to the prohibition on
disclosure of Floor-based non-public order information.

Amended Rule 6A

Exchange Rule 6A defines the Trading Floor as the restricted-access physical areas designated by the
Exchange for the trading of securities, i.e., any area inside the turnstiles, including the Main Room and the
Buttonwood Room. The Exchange has amended Rule 6A to exclude from the definition of “Trading Floor” the
physical area within fully enclosed telephone booths located on the 18 Broad Street side, at the Southeast
wall of the Trading Floor.

These telephone booths will allow Floor personnel to use personal portable or wireless communications
devices outside the Trading Floor, provided such use is consistent with all other Exchange Rules and federal
securities laws.

The telephone booths are primarily to be used by DMM personnel, but can also be used by anyone with
access to the Trading Floor. For example, a DMM could use a personal cellular telephone within this space to
communicate with issuers, which otherwise would not be permitted on the Trading Floor under Rule 36.30.

Supervision

Member organizations are reminded that in order to avail themselves of the telephone booths, they must
have adequate written policies, procedures, and supervisory controls reasonably designed to detect and
deter potential violations of the misuse of material non-public information or disclosure of Floor-based non-
public order information. Rule 98(c)(3) specifies restrictions on trading for member organizations operating
a DMM unit. Among other things, it provides that when a Floor-based employee of a DMM unit moves to a
location off of the Trading Floor, e.g., the new telephone booths, he or she shall not (1) make Floor-based
non-public order information available to customers; (2) make such information available to individuals or
systems responsible for making trading decisions in DMM securities in away markets or related products; or
(3) use any such information in connection with making trading decisions in DMM securities in away markets
or related products.

Member organizations planning to allow their Floor-based personnel to use the telephone booths should
update their written policies and procedures to reflect that use of such telephone booths is subject to the
requirements of Rule 98, and specifically Rule 98(c)(3), and other applicable Exchange rules and federal
securities laws. Failure to have adequate written policies and procedures in place or to have an adequate
supervisory system in place may result in disciplinary action.
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Staff Contacts

Questions regarding this memo should be addressed to:

Stephen Larson, Senior Director, NYSE Regulation, stephen.larson@theice.com, 212.656.3830;

Sean Gilmartin, Director, NYSE Regulation, sean.gilmartin@theice.com, 212.656.3814;

Bob Airo, Senior Director, NYSE Operations, bob.airo@theice.com, 212.656.5663.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 16-15

Click to open document in a browser

October 6, 2016

   To: NEW YORK STOCK EXCHANGE LLC (“NYSE”) and NYSE MKT LLC (“NYSE MKT”) MEMBERS and
MEMBER ORGANIZATIONS ALL NYSE ARCA, INC. (“NYSE ARCA”) OTP HOLDERS and OTP FIRMS
ALL NYSE AMEX OPTIONS LLC ATP HOLDERS ALL NYSE ARCA EQUITIES, INC. ETP HOLDERS
(collectively, “Members”)

From: NYSE REGULATION

Subject: TIPS AND COMPLAINTS GUIDANCE

The NYSE Exchanges, as self-regulatory organizations, rely on Members and the public (among others) to
help protect the fairness and safety of our markets. Among other ways that Members and the public can aid
in this effort is by reporting to NYSE Regulation information concerning potential misconduct or complaints
regarding trading on the NYSE Exchanges. This type of information may relate to firms, broker-dealers,
traders and listed companies, amongst others. NYSE Regulation regularly receives such tips and complaints,
and they can serve as useful tools for safeguarding the integrity of the NYSE Exchanges' markets, which is in
the best interest of all Members and the investing public as a whole.

Anyone, including Members, associated persons and/or unassociated individuals—regardless of their
membership status with the NYSE Exchanges—wishing to report such information is strongly encouraged to
do so in a timely manner. Tips and complaints may be submitted in three ways:

• Online by going to the NYSE Exchanges “Contact Us” page at https://www.nyse.com/contact. Once
on the page, users should select “Regulation/Compliance” and follow the link to “Complaints and
Inquiries” where they will be prompted to complete a complaint form;

• Email by submitting a message to nysecomplaintsandinquiries@theice.com; or
• Telephone by calling the NYSE Exchanges hotline at (212) 656-5846.

Should Members or others have any questions regarding anything contained in this
memorandum or regarding reporting information, please submit your question via email to:
nysecomplaintsandinquiries@theice.com.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 16-14

Click to open document in a browser

October 6, 2016

   To: NEW YORK STOCK EXCHANGE LLC (“NYSE”) and NYSE MKT LLC (“NYSE MKT”) EQUITIES
MEMBER ORGANIZATIONS (collectively, “Members”)

From: NYSE REGULATION

Subject:  RULE 4530 SELF-REPORTING OBLIGATIONS FOR MEMBERS

I. Introduction

NYSE Rule 4530 and NYSE MKT Rule 4530-Equities (“Rule 4530”) require Members to promptly report
(within 30 days) specified events to NYSE and/or NYSE MKT (collectively, the “Exchange”). The purpose
of this information memorandum is to (i) remind Members of their self-reporting obligations and (ii) provide
guidance on how Members should report disclosures in light of recent regulatory changes at the Exchange.

Beginning immediately, Members that are not also members of FINRA should submit reports required under
Rule 4530 to NYSE-Rule4530Reporting@TheIce.com (rather than to FINRA). Members that are also
FINRA members should continue submitting reports required under Rule 4530 to FINRA.

Members' self-reported disclosures help keep the Exchange informed of circumstances and events impacting
its Members. Self-reporting is also a critical tool used by the Exchange to promote just and equitable
principles of trade, prevent fraudulent and manipulative acts and practices and to promote free and open
markets. Accordingly, Members are obligated, under Rule 4530, to self-report certain events, including
potential misconduct concerning securities, investment and other financial-related matters.

II. Self-Reporting Obligations Under Rule 4530

Rule 4530 requires a Member to report a wide range of events and matters concerning the Member itself,
persons associated with the Member, such as employees or directors, and persons formerly associated with

the Member. 1   Members should note that their self-reporting obligations encompass underlying events that

may occur on or off the Exchange. 2   Members are also required to have appropriate controls and written
procedures in place to ensure that they and their associated persons comply with all relevant reporting

obligations. 3 

The following provides a general summary of Rule 4530. Members should consult the rule itself for a detailed
description of all of its requirements.

A. Rule 4530 Generally

Rule 4530 requires disclosure of instances in which the Member or, where applicable, one of its employees
(or other associated person):

• Has been found to have violated any securities, insurance, commodities, financial or investment-

related rules; 4 
• Is named in any proceeding brought by any regulatory body (such as the U.S. Securities and

Exchange Commission or another self-regulatory organization) concerning any violations of
securities, financial or investment-related rules, or similar alleged misconduct;

• Is disciplined by any regulatory body or self-regulatory organization concerning any violations of
securities, financial or investment-related rules, or similar alleged misconduct;
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• Has concluded or reasonably should have concluded that it or an employee (or other associated
person) has violated any securities, insurance, commodities, financial or investment-related
rules even where there has been no third-party action taken (thus, this self-reporting requirement
can apply even if a regulatory body has not conducted an investigation or issued a Wells notice

concerning the reportable issue); 5 
• Is the subject of a complaint or allegation by a customer regarding theft, misappropriation or forgery;
• Is indicted, convicted of, or pleads guilty or no contest to any felony;
• Is indicted, convicted of, or pleads guilty or no contest to any misdemeanor concerning securities

trading or inherently wrongful conduct such as perjury, burglary or extortion; 6 
• Is sued or named as a defendant or respondent in certain resolved civil proceedings concerning

securities, commodities, insurance or financial-related allegations; 7   or
• Takes disciplinary action against an employee (or other associated person) involving termination,

suspension, diminishing of responsibilities or other compensation/monetary-related discipline valued
in excess of $2,500.

B. Period for Required Self-Reporting Disclosures

Members must report events “promptly,” but no later than thirty (30) calendar days after the Member knows or

should have known of the existence of the event or matter. 8   Failure to file reports required by Rule 4530 in
a timely fashion could result in disciplinary action.

C. How to Submit Required Self-Reporting Disclosure

Members who are also members of FINRA should continue to file their disclosure reports with FINRA in
accordance with its instructions. Further instruction can be found at: http://www.finra.org/industry/rule-4530.

Members who do not also have FINRA membership should submit any reportable event or matter to NYSE-
Rule4530Reporting@TheIce.com. The submission should provide details regarding the reportable event

and specify under which provision of Rule 4530 the event is being reported. 9 

III. Questions

Should Members or others have any questions regarding anything contained in this memorandum
or regarding reporting information, please submit your question via email to: NYSE-
Rule4530Reporting@TheIce.com.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Rule 4530, Supplementary Material .07.
2  See Rule 4530(a)(1)(F).
3  See Rule 3110.
4  For purposes of this memorandum, the term "rules" includes any laws, rules, regulations or standards

of conduct. Further, for purposes of Rule 4530, the term "found" includes any adverse final actions,
including, but not limited to, settlements or consent decrees in which the respondent has neither
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admitted nor denied the findings regardless of whether the findings will be appealed. See Rule 4530,
Supplementary Material .03.

5  For example, a Member may reasonably conclude that a reportable violation has occurred based on
its own investigation, audit, inquiry or other review—whether formal or informal. Moreover, in situations
where a regulatory body has initiated an investigation and/or issued a Wells notice, NYSE Regulation
expects that a Member will self-report as soon as the Member could reasonably conclude that there has
been a violation of any relevant laws or rules—regardless of the status of the regulatory investigation.
See Rule 4530(a)(2) & (b).

6  For other examples of such conduct, see Rule 4530(a)(1)(E).
7  See Rule 4530(a)(1).
8  See Rule 4530(a) & (b).
9  Reporting these events to the Exchange does not eliminate, reduce, substitute for or otherwise abrogate

a Member's other reporting obligations to any other regulatory body or self-regulatory organization.
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September 30, 2016

   Attention: COMPLIANCE AND LEGAL DEPARTMENTS, TECHNOLOGY AND OPERATIONS OFFICERS

To: ALL MEMBERS AND MEMBER ORGANIZATIONS

Subject: TICK SIZE PILOT PROGRAM - OCTOBER 3, 2016

I. Purpose

The purpose of this memorandum is to review the handling of certain order types under the new two-year Tick
Size Pilot Program, which begins on October 3, 2016. Those order types are G-quotes, Buy Minus/Zero Plus
(BMZP), and discretionary e-quotes (d-quotes).

II. Background

On May 6, 2015, the SEC issued an order approving a plan under the National Market System (NMS) for the
National Securities Exchanges and FINRA to implement a Tick Size Pilot Program, which is a data-driven
test to evaluate whether or not widening the tick size for securities of smaller capitalization companies would
positively impact trading, liquidity, and market quality of those securities.

The Tick Size Pilot will include stocks of companies with $3 billion or less in market capitalization, an average
daily trading volume of one million shares or less, and a volume weighted average price of at least $2.00 for
every trading day.

The pilot will consist of a control group and three test groups, with each test group having approximately 400
securities.

• The control group will be quoted and traded at their current tick size increment.
• Test Group One will be quoted in $0.05 increments, but will continue to trade at their current price

increment.
• Test Group Two will be quoted in $0.05 minimum increments and will trade at $0.05 minimum

increments subject to a midpoint exception, a retail investor exception, and a negotiated trade
exception

• Test Group Three will be subject to the same terms as Test Group Two and also will be subject
to the “Trade-At” requirement, which requires the execution of and routing to all displayed liquidity
before execution of undisplayed interest, unless the trade falls under an exception. Price matching
is not permitted.

The impact of the changes and differences in quoting and trading requirements on the securities in each test
group included in the Pilot will be measured against data that was collected during a Pre-Pilot Data Collection
period, which began on April 4, 2016.

Listing exchanges will post their Pilot symbol lists and daily change files on their respective websites on
a nightly basis for next day trading. In addition, FINRA will provide a consolidated list and a file of daily
changes.

III. G-Quotes and Buy Minus/Zero Plus Orders in Test Group Three Securities

BMZP orders and G-quotes will not be eligible for Test Group Three securities during the duration of the pilot
program because their operation is inconsistent with the Trade-At Prohibition.
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A G-quote is an electronic method for Floor brokers to represent orders that yield priority, parity and
precedence based on size to displayed and non-displayed orders on the Exchange's book, in compliance with
Section 11(a)(1)(G) of the Exchange Act. Under the Trade-At Prohibition, however, a resting G-quote would
be required to execute ahead of undisplayed orders, in violation of the requirement to yield to displayed and
non-displayed orders. Because the Opening and Closing Auction is exempt from Trade-At, manual G orders
will be accepted in Test Group Three symbols.

Member organizations are reminded that they may effect transactions for its own account, the account of
an associated person, or any other account of which it or an associated person exercises discretion at the
Exchange in Test Group Three symbols by routing such orders to an unaffiliated Floor broker for entry on the
Exchange or by entering electronically into Exchange systems from an off-Floor location.

BMZP orders will also be rejected in Test Group Three symbols. Under regular processing, an incoming order
that trades with both displayed and non-displayed resting orders is reported as a single transaction to the
Consolidated Tape. Under Rule 1004, that bundled reported transaction would be used to determine whether
to elect a Buy Minus/Zero Plus Order. However, for Pilot Securities in Test Group Three, because the
Exchange would trade an incoming order first with displayed orders and then route to protected quotations
before trading with non-displayed orders, any executions against displayed orders and non-displayed orders
at the same price would be reported as separate transactions to the Consolidated Tape. As such, under Rule
1004, that first print of the displayed orders could elect a Buy Minus/Zero Plus Order. The Exchange does
not believe that this processing would be consistent with how Buy Minus/Zero Plus Orders function on the
Exchange as it would result in the elected Buy Minus/Zero Plus Order, which would trade as a Market Order,
interrupting the allocation process of that incoming order.

IV. d-Quotes in All Pilot Securities

D-Quotes are Floor broker agency interest files that have discretionary instructions as to size or price, or both.
The discretionary price or size at which a d-Quote may trade is not displayed. If the discretionary instructions
of a d-Quote cannot be met, it will trade as a regular e-Quote at its filed price.

Intra-day d-Quotes in Pilot Securities in all Pilot securities (including those in the Control Group) will not
exercise discretion as provided for in Rule 70.25 if (i) exercising such discretion would result in an execution
of a d-Quote equal to or higher (lower) than the price of a protected offer (bid), or (ii) the price of a protected
bid (offer) is equal to or higher (lower) than the filed price of the d-Quote. There is no change to the behavior
of d-Quotes in the closing auction.

V. Staff Contacts

Any questions regarding this Information Memo should be directed to:

Stephen Larson, Senior Director, NYSE Regulation, stephen.larson@theice.com, 212.656.3830;

Sean Gilmartin, Director, NYSE Regulation, sean.gilmartin@theice.com, 212.656.3814;

Christian Sanfilippo, Manager, NYSE Regulation, christian.sanfilippo@theice.com, 212.656.3481

Bob Airo, Senior Director, NYSE Operations, bob.airo@theice.com, 212.656.5663.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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September 6, 2016

   To: ALL NYSE MEMBERS AND MEMBER ORGANIZATIONS

Subject: DELL TECHNOLOGIES INC. CLASS V COMMON STOCK

IMPORTANT - READ IN ENTIRETY PLEASE SHOW TO YOUR
COMPLIANCE OFFICER AND HEAD OF TRADING OPERATIONS

I. Introduction

This Info Memo relates to the proposed listing on the NYSE under the symbol “DVMT” of the Class V
Common Stock (the “Tracking Stock”) of Dell Technologies Inc. (the “Company”).

EMC Corporation (“EMC”) (NYSE – “EMC”) and the Company have entered into an Agreement and Plan
of Merger, dated as of October 12, 2015, as amended by the First Amendment to Agreement and Plan
of Merger, dated as of May 16, 2016 (collectively, the “Merger Agreement”), under which a wholly owned
subsidiary of the Company will be merged with and into EMC, and EMC will continue as a wholly owned
subsidiary of the Company (the “Merger”). If the Merger is completed, EMC shareholders will receive, in
exchange for each share of EMC common stock owned immediately prior to the Merger, a combination of
cash and shares of the Tracking Stock. The approximately 223 million shares of the Tracking Stock issuable
in the Merger (assuming EMC shareholders either are not entitled to or do not properly exercise appraisal
rights) are intended to track and reflect the economic performance of the Class V Group, which would initially
have attributed to it approximately 65% of EMC's current economic interest in the business of VMware,
Inc. (“VMware”) (NYSE – “VMW”), which currently consists of approximately 343 million shares of VMware
common stock (including 300 million shares of VMware Class B common stock, representing 100% of the
outstanding shares of VMware Class B common stock, and approximately 43 million shares of VMware Class
A common stock, representing approximately 35.5% of the outstanding shares of VMware Class A common
stock). The Tracking Stock is intended to track the performance of such economic interest in the VMware
business following the completion of the Merger, but there can be no assurance that the market price of the
Tracking Stock will, in fact, reflect the performance of such economic interest. Upon completion of the Merger,
EMC will cease to be a listed company and the Tracking Stock will list on the NYSE (using the trading symbol
“DVMT”). The Tracking Stock will list on the NYSE pursuant to Section 102.07 of the Listed Company Manual
(“Minimum Numerical Standards—Equity Investment Tracking Stocks”). The Class A common stock of
VMware will continue to be listed and traded on the NYSE.

For additional information about the Company and the Tracking Stock, please refer to the Company's
Registration Statement on Form S-4 (Registration No. 333-208524) (the “Registration Statement”).

II. Information about the Company

As more fully explained in the Registration Statement, the Company is a holding company that conducts its
business operations through Dell Inc. (“Dell”) and Dell's direct and indirect wholly owned subsidiaries. The
Company was incorporated in the state of Delaware on January 31, 2013 in connection with the going-private
transaction of Dell, which was completed in October 2013.

III. Background on the Securities

Following the Merger, the Company will have five authorized series of common stock: Class A Common
Stock, Class B Common Stock, Class C Common Stock and Class D Common Stock, collectively referred to

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

263

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P16-12%2950fcaa5c7c8e100085b3d8d385ad169401?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


as the DHI Group common stock, and the Class V Common Stock, referred to herein as the Tracking Stock.
Immediately following the Merger, only the Tracking Stock will be publicly traded. For purposes of the DHI
Group common stock and the Tracking Stock, the Company's assets, liabilities and businesses will be divided
into two groups:

• the “Class V Group,” which initially will be comprised solely of the Company's post-closing economic
interest in the VMware business; and

• the “DHI Group,” which will be comprised of the remainder of the Company's businesses, as well as
a retained interest in a portion of the Class V Group.

The shares of the Tracking Stock issued in the Merger will represent a percentage interest in the Class V
Group equal to the “Outstanding Interest Fraction” as of such date, which the Company expects will initially
be equal to approximately 65%, and the DHI Group initially will have a retained interest in the remainder of
the Class V Group, which the Company expects will initially be the remaining approximately 35%.

Holders of the Tracking Stock and the DHI Group common stock will be subject to the credit risk of
the Company. The Company will retain legal title to all of its assets, and the Company's tracking stock
capitalization will not limit the legal responsibility of the Company or the Company's subsidiaries for their
respective debts and liabilities. The DHI Group and the Class V Group are not separate legal entities and
cannot own assets, and as a result, holders of the Tracking Stock and the DHI Group common stock will not
have any direct claim to, or any special legal rights related to, specific assets attributed to the Class V Group
or the DHI Group, respectively.

Dividends

VMware does not currently pay dividends on its common stock, and any decisions regarding dividends on
the VMware common stock would be a decision of VMware's board of directors. The Company does not
presently intend to pay dividends on shares of Tracking Stock or DHI Group common stock. If VMware were
to pay a dividend on the VMware common stock owned by the Company that is attributable to the Class V
Group, the Company could, but would not be required to, distribute some or all of that amount to the holders
of the Tracking Stock. Should the Company's board of directors decide to declare any dividends, funds
available for dividends on the DHI Group common stock and the Tracking Stock will be limited to the lesser
of the amount that would be legally available under Delaware law for the payment of dividends on the stock
of such group if the group were a separate corporation and an amount equal to the funds legally available for
the payment of dividends for the Company as a whole.

The Company's board of directors will have the authority and discretion to declare and pay (or to refrain from
declaring and paying) dividends on outstanding shares of the Tracking Stock and dividends on outstanding
shares of DHI Group common stock, in equal or unequal amounts, or only on the DHI Group common stock
or the Tracking Stock, irrespective of the amounts (if any) of prior dividends declared on, or the respective
liquidation rights of, the DHI Group common stock or the Tracking Stock, prior dividends received on the
VMware common stock owned by the Company, or any other factor.

Voting Rights in the Company

The holders of the Tracking Stock will be entitled to one vote per share of Tracking Stock. The holders of
the Company's Class A Common Stock and Class B Common Stock will be entitled to 10 votes per share of
Class A Common Stock or Class B Common Stock, as applicable, and the holders of the Class C Common
Stock will be entitled to one vote per share of Class C Common Stock. The holders of the Class D Common
Stock will not have any voting rights except to the extent required under Delaware law. Immediately following
the completion of the merger, it is expected that the aggregate number of votes to which the holders of shares
of Tracking Stock would be entitled will represent approximately 4% of the total number of votes to which
all holders of the Company's common stock would be entitled, the number of votes to which the holders of
shares of Class A Common Stock would be entitled will represent approximately 73% of the total number of
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votes to which all holders of the Company's common stock would be entitled, the number of votes to which
the holders of shares of Class B Common Stock would be entitled will represent approximately 23% of the
total number of votes to which all holders of the Company's common stock would be entitled, and the number
of votes to which the holders of shares of Class C Common Stock would be entitled will represent less than
1% of the total number of votes to which all holders of the Company's common stock would be entitled.

On matters for which holders of Tracking Stock are entitled to vote, such holders will vote together with
holders of DHI Group common stock as a single class except that, under certain limited circumstances,
holders of Tracking Stock will have the right to vote as a separate class, including (1) to approve certain
changes to the Company's certificate of incorporation that (i) would adversely alter or change the powers,
preferences or special rights of the shares of Tracking Stock or (ii) would change or alter certain restrictions
on corporate actions, (2) to approve any merger or business combination pursuant to which (i) the holders of
the Company's common stock would not own at least 50% of the voting power of the surviving corporation
and (ii) the holders of Tracking Stock would not receive the same type of consideration as the other series of
common stock in an aggregate amount equal to or greater in value than the proportion of the aggregate fair
market value of the outstanding Tracking Stock to the aggregate fair market value of the other outstanding
series of the Company's common stock and (3) to amend or repeal the provisions in the Company's bylaws
that establish the Capital Stock Committee of the Company's board of directors.

The Group II Directors of the Company will be elected solely by the holders of Class A Common Stock voting
as a separate class and the Group III Directors of the Company will be elected solely by the holders of Class
B Common Stock voting as a separate class.

As the holders of the Tracking Stock will not be shareholders of VMware, they will not have any voting rights
in VMware.

Capital Stock Committee

The Company's board of directors will create a standing committee known as the Capital Stock Committee.
The Company's board of directors will not be permitted to take certain actions with respect to the Tracking
Stock without the approval of the Capital Stock Committee, including any actions that would result in any
changes to the policies governing the relationship between the Class V Group and the DHI Group or in
any reallocation of assets and liabilities between the Class V Group and the DHI Group. The Capital Stock
Committee will consist of at least three members, the majority of whom must qualify as independent directors
under the rules of the NYSE.

Provisions Relating to Unwinding of Tracking Stock Structure and Certain Corporate
Transactions

The conversion, redemption and dividend provisions of the Tracking Stock described below are triggered
upon a decision by the Company's board of directors to (1) unwind the tracking stock structure, in the case
of the first provision described below, (2) redeem the Tracking Stock, in the case of the second and third
provisions described below, or (3) sell “substantially all” of the assets attributed to the Class V Group, in the
case of the last provision described below.

Optional Conversion. At any time at which shares of Class C Common Stock are traded on a U.S. securities
exchange, the Company's board of directors may convert all, but not less than all, of the shares of the
Tracking Stock into shares of Class C Common Stock at a premium to the weighted average market value of
both series of shares, subject to the applicable provisions of the Company's certificate of incorporation. Upon
the occurrence of specified tax-related events, the Company's board of directors may convert shares of the
Tracking Stock into shares of Class C Common Stock without such a premium, so long as such shares of
Class C Common Stock are registered under all applicable U.S. securities laws and are listed for trading on
a U.S. securities exchange. The Class C Common Stock is not currently listed on a U.S. securities exchange
and the Company does not currently have any plans to effect such a listing.
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Redemption for VMware Common Stock. Subject to the applicable provisions of the Company's certificate of
incorporation, at any time at which shares of common stock of VMware comprise all of the assets of the Class
V Group, the Company may redeem all, but not less than all, of the outstanding shares of Tracking Stock
for a number of shares of common stock of VMware that is equal to the product of the Outstanding Interest
Fraction and the number of shares of common stock of VMware attributed to the Class V Group.

Redemption for Securities of Class V Group Subsidiary. Subject to the applicable provisions of the
Company's certificate of incorporation, at any time at which shares of common stock of VMware do not
comprise all of the assets of the Class V Group, the Company may redeem all, but not less than all, of
the outstanding shares of Tracking Stock for a number of shares of common stock of a Class V Group
Subsidiary that is equal to the product of the Outstanding Interest Fraction and the number of outstanding
shares of common stock of such subsidiary. A “Class V Group Subsidiary” is a wholly owned subsidiary of
the Company that holds all of the assets and liabilities attributed to the Class V Group (which subsidiary
may or may not be formed specifically for the purpose of such redemption). Any shares of a Class V Group
Subsidiary to be so issued must be registered under all applicable U.S. securities laws and listed for trading
on a U.S. securities exchange.

Dividend, Redemption or Conversion in Case of Class V Group Disposition. Subject to the applicable
provisions of the Company's certificate of incorporation, upon a disposition by the Company of all or
“substantially all” of the assets attributed to the Class V Group (which means, for this purpose, assets
representing at least 80% of the fair value of the total assets of the Class V Group), the Company will be
required to:

• pay a dividend to the holders of the outstanding shares of Tracking Stock with a fair value equal to
the “net proceeds” (as defined) of such a disposition;

• redeem a number of outstanding shares of the Tracking Stock with an aggregate weighted average
market value equal to the “net proceeds” of such a disposition for cash or publicly traded securities
with a fair value equal to such “net proceeds,” except that if such a disposition involves all of the
assets attributed to the Class V Group, then all of the outstanding shares of Tracking Stock may be
redeemed for cash or publicly traded securities with such fair value;

• convert such number of outstanding shares of Tracking Stock into a number of shares of Class C
Common Stock (if such stock is publicly traded) based on the relative weighted average market
values of both series of shares; or

• effect any combination of such dividend, redemption or conversion.

Liquidation

In the event of a dissolution or liquidation and winding-up of the Company, after payment or provision for
payment of the debts and liabilities of the Company and payment or provision for payment of any preferential
amounts due to the holders of any other class or series of stock, the holders of the DHI Group common stock
and the Tracking Stock will be entitled to receive a proportionate interest in all of the Company's assets,
if any, remaining for distribution to holders of common stock in proportion to their respective number of
“liquidation units” per share, subject to the applicable provisions of the Company's certificate of incorporation.

The liquidation rights of the holders of the respective classes may not bear any relationship to the value of
the assets attributed to the Class V Group or to changes in the relative value of the DHI Group common stock
and the Tracking Stock over time.

IV. Risk Factor Information

Interested persons are referred to the Company's Registration Statement for a description of risks associated
with an investment in the Tracking Stock. The following are some of the risks associated with an investment
in the Tracking Stock:
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• If VMware is delisted, either voluntarily or for cause, the Tracking Stock would also be subject to
delisting, leading to the loss of a liquid exchange trading market for investors in the Tracking Stock.

• The Company can change the assets underlying the Tracking Stock and any such change may
subject the Tracking Stock to delisting, leading to the loss of a liquid exchange trading market for
investors in the Tracking Stock.

• The Tracking Stock is not an equity security of VMware, so holders of the Tracking Stock will not
have any rights with respect to any liquidation of VMware, or any voting or other

• corporate governance rights at VMware. To obtain these rights, an investor would need to invest
directly in VMware rather than the Tracking Stock.

V. Exchange Rules Applicable to Trading in the Tracking Stock

The Tracking Stock is considered an equity security and is therefore subject to the Exchange's existing rules
governing the trading of equity securities.

VI. Suitability

Member Organizations are reminded of their obligations under NYSE Rule 2090 whereby the Member
Organization shall use due diligence to learn the essential facts relative to every customer prior to trading the
Tracking Stock or recommending a transaction in the Tracking Stock that an investment in the Tracking Stock
is suitable for the customer. Member Organizations should adopt appropriate procedures for the opening
and maintaining of accounts, including the maintaining of records prescribed by any applicable regulatory
organization and by the rules and regulations of the Commission.

Member Organizations that carry customer accounts are further reminded of their obligations under NYSE
Rule 2111 that, in recommending transactions in the Tracking Stock, they must have a reasonable basis
to believe that (1) the recommendation is suitable for a customer given reasonable inquiry concerning the
customer's investment objectives, financial situation, needs, and any other information known by such
member, and (2) the customer can evaluate the special characteristics, and is able to bear the financial risks,
of an investment in the Tracking Stock. Member Organizations must make reasonable efforts to obtain the
following information: (1) the customer's financial status; (2) the customer's tax status; (3) the customer's
investment objectives; and (4) such other information used or considered to be reasonable by such member
or registered representative in making recommendations to the customer.

VII. Trading Halts

In the event that the NYSE halts trading in the common stock of VMWare because VMWare intends to issue
a material news release during the trading day or if the NYSE implements any other required regulatory
trading halt with respect to VMware, the Exchange will also halt trading in the Tracking Stock simultaneously
with the halt in the underlying security and will also recommence trading in the two securities at the same
time.

VIII. Staff Contacts

Questions related to this Memo may be addressed to John Carey of NYSE Regulation at 212-656-5640 or
john.carey@theice.com.

This Info Memo is not a statutory Prospectus. Members and Member Organizations should consult
the Company's Registration Statement for relevant information.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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August 19, 2016

   TO: ALL NYSE AND NYSE MKT MEMBERS AND MEMBER ORGANIZATIONS

FROM: NYSE REGULATION

SUBJECT: POLICIES GOVERNING CONDUCT ON PREMISES UNDER NYSE CONTROL, INCLUDING
THE TRADING FLOOR

This Information Memo reminds all members, member organizations, and their employees of the policies
governing conduct on New York Stock Exchange LLC (“NYSE”) premises, including the NYSE and NYSE
MKT Equities trading Floor (the “Floor”). These policies include the following:

• Floor Conduct and Safety Guidelines;
• Gambling Policy;
• Prohibition Against Firearms, Illegal Weapons, and Fireworks; and
• Non-Harassment Policy.

Member organizations should provide a copy of this memorandum to all Floor employees.

Where any act described below constitutes a serious violation of the Floor Conduct and Safety requirements,
where there are repeated violations, and/or where behavior may constitute harassment pursuant to the
Intercontinental Exchange, Inc. (“ICE”) Non-Harassment Policy (see Section IV, below), Floor Officials,
after consultation with NYSE Regulation staff (or, if the incident involves NYSE or ICE employees, Human
Resources), should not proceed under the Guidelines but rather refer the matter to NYSE Regulation or
Human Resources, as appropriate, for further review.

This Information Memo supersedes and replaces Information Memo 16-08 (June 1, 2016).

I. Floor Conduct and Safety Guidelines

The conduct of individuals on the Floor and other premises under NYSE control can significantly affect the
public's image of the quality, fairness and professionalism of the NYSE marketplace. In addition, the conduct
of individuals can impact the safety and welfare of others and the efficient conduct of business. For these
reasons, all persons, while on the Floor and other premises under NYSE control, shall not:

• Engage in any act or practice that may be detrimental to the interest or welfare of the Exchange; or
• Engage in any act or practice that may serve to disrupt or hinder the ordinary and efficient conduct

of business; or
• Engage in any act or practice that may serve to jeopardize the safety or welfare of any other

individual.

All members, member organizations and their Floor employees should familiarize themselves with the
following requirements and the penalties that may be imposed by Floor Officials where violations of these
requirements have occurred.

Conduct on the Floor and Other Premises under NYSE Control

All member organizations, Floor employees, non-members as well as members, are subject to monetary
fines for the following activities. Denial of Floor access may also be appropriate in a given circumstance.
Floor Officials may weigh all relevant facts and circumstances, including the severity of the conduct and any
extenuating circumstances, in determining the appropriate penalty.
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Two Floor Officials

Two Floor Officials, at least one of whom is an NYSE Staff Governor, Executive Floor Governor, Floor
Governor, Executive Floor Official, or Senior Floor Official may impose a penalty against any member or Floor
employee of a member organization for engaging in the following conduct:

♦ Roughhousing

Roughhousing, i.e., consensual rough play or kidding around which involves physical contact without intent to
harm, is unprofessional. Fines for roughhousing are:

• first offense: $500
• second offense: $1,000

Nonconsensual physical altercations (e.g., fighting) are not roughhousing and are not covered by these
Guidelines. Such conduct may be subject to informal or formal discipline action.

♦ Damage or Abuse of Floor Facilities or Equipment

Floor facilities and equipment includes but is not limited to the Display Book, the Broker Booth Support
System, Broker Handhelds, NYSE computers and screens, and telephones located at posts and booth
locations. Individuals damaging Floor facilities and equipment are subject to the following fines:

• first offense: $500
• second offense: $1,000

Individuals are also liable for repair or replacement costs plus losses resulting from equipment unavailability
during repair or replacement.

Where individual responsibility for damage cannot be determined, the member organization will be subject to
the following fines:

• first offense: $1,000
• second offense: $2,000

Firms are also liable for repair or replacement costs plus losses resulting from equipment unavailability during
repair or replacement.

♦ Use of Artificial Noisemakers, Air Horns or Electronic Amplifiers

Use of artificial noisemakers, air horns or electronic amplifiers is disruptive and unprofessional. Possession or
use of such items will result in the following fines:

• first offense: $500
• second offense: $1,000

♦ Failure to Cooperate with NYSE Security Personnel

The NYSE Security Department is responsible for the safety of all persons on premises under NYSE control.
Cooperation with NYSE Security is essential. Failure to cooperate with NYSE Security will result in the
following fines:

• first offense: $500
• second offense: $1,000

♦ Orderly Evacuation of Trading Floor

Actions jeopardizing the safety or welfare of others during a Floor evacuation, including refusal to immediately
depart the Floor, use an assigned emergency exit, immediately depart the building, and/or go to an assigned
staging area, is impermissible and will result in the following fines:

• first offense: $500
• second offense: $1,000
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One Floor Official

One Floor Official may impose a penalty for engaging in the following conduct:

♦ Practical Jokes

Practical jokes are unprofessional and strictly prohibited on the Floor. Engaging in practical jokes will result in
the following fines:

• first offense: $250
• second offense: $500

Where the practical joke is harassing, the conduct should be addressed pursuant to the Non-Harassment
Policy. See Section IV, below.

♦ Abusive or Indecorous Language and/or Behavior

Abusive or indecorous language and/or behavior is unprofessional and unacceptable on premises under
NYSE control. Such speech or actions will result in the following fines:

• first offense: $500
• second offense $1000

Where the language or behavior is harassing, the conduct should be addressed pursuant to the Non-
Harassment Policy. See Section IV, below.

♦ Display/Circulation of Inappropriate Written or Graphic Material

The display or circulation of written material or graphic images, including among other things, pictures or
cartoons, which are harassing, inappropriate, offensive, and/or lewd, is strictly prohibited. This prohibition
extends to electronically displayed material such as screen savers and other electronically displayed images
in e-mails or instant message applications. Sending inappropriate e-mails or other electronic messages are
also prohibited. Display or circulation of inappropriate written or graphic material will result in the following
fines:

• first offense: $500
• second offense: $1000

Where the displayed or circulated material is harassing, the conduct should be addressed pursuant to the
Non-Harassment Policy. See Section IV, below.

♦ Registration and Identification

○ Display of Proper Identification When Entering and While on the Floor

Members and Floor employees of member organizations are required to show their NYSE-issued photo
identification card when entering the building. The identification card must also be prominently displayed, with
the photo visible, while on NYSE premises including the Floor. Use of a Floor badge belonging to another
member or Floor employee to enter or exit the Floor is also strictly prohibited. Failure to comply with these
requirements will result in following fines:

• first offense: $250
• second offense: $500

○ Employment of Clerical Personnel

Visitor's badges are not acceptable identification cards for Floor employees. All Floor employees of member
organizations must be properly registered with the NYSE and approved prior to admittance to the Floor.
Floor employees of member organizations are required to file electronically with Web CRD©. Temporary
Floor employees (including temporary trading assistants) are subject to the same registration and other
requirements as all other Floor employees. (A package containing all required forms and instructions may
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be obtained from FINRA's Qualifications and Registrations Department.). Failure to comply with these
requirements will result in the following fines:

• first offense: $1,000
• second offense: $2,000

○ Surrender of Exchange-Issued Identification Card

Pursuant to Rule 35.80, members and member organizations must notify the NYSE Security Office
immediately but not longer than 24 hours after a member's or Floor employee's termination, cancellation of
an Exchange-issued identification card prior to expiration, or re-assignment to non-Floor functions. Members
and member organizations must also surrender the NYSE-issued identification card within 24 hours of
the termination, cancellation or re-assignment. Failure to comply with these requirements will result in the
following fines:

• first offense: $1,000
• second offense: $2,000

○ Visitors

Members and member organizations assume full responsibility for visitors to the Floor and must take
reasonable steps to ensure compliance with the policies outlined herein, including the dress code policy.
Members or properly designated member firm Floor employees (such as Listed Company Relations or
Customer Relations staff) must escort and accompany visitors throughout their entire visit, taking particular
care to avoid highly active areas (including active crowds and fringe areas of activity).

A member organization's failure to comply with these requirements will result in the following fines:

• first offense: $500
• second offense: $1,000

An individual's failure to comply with these requirements will result in the following fines:

• first offense: $250
• second offense: $500

○ Issuance and Surrender of Visitor's Pass

Members or member organizations sponsoring a visitor to the Floor must obtain approval from the office of
External Relations and Security. Requests must be sent to NYSE-TradingFloorVists@theICE.com.

Member firms should seek approval from NYSE Corporate Affairs (CorporateAffaris@nyse.com) before
scheduling Government officials, non-US Government officials, and any high profile public guests.

Note: Visitors to the Trading Floor must be at least 14 years old.

○ Visitor Dress Requirements

All visitors to the Floor must comply with the applicable Code of Personal Appearance and Dress Code (see
below).

Photography, Video and/or Audio Recording, Personal Cell Phone Usage and Texting

Photography and video recording is allowed by visitors to the Exchange floor, however, cell phone usage,
texting or uploading audio or video material to the internet is not permitted from the floor. Live streaming of
video from the Exchange floor is not allowed without express permission from the Exchange. Failure to abide
by this prohibition or tolerating a member-sponsored visitor engaging in prohibited activity will result in the
following fines:

• first offense: $250
• second offense: $500
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♦ Representation on the Floor

All members or member organizations having a telephone space on the Floor must designate a
representative on the Floor between 30 minutes prior to the open and 30 minutes after the close, or such
other period as may from time to time be prescribed by the NYSE, or until all reports due the member
organization have been received, whichever is later. DMM representatives should have access to the unit's
books and records. All representatives must have the authority to resolve and close out open or questioned
items. Failure to adhere to these provisions by a member organization will result in the following fines:

• first offense: $1,000
• second offense: $2,000

♦ Unauthorized Solicitation or Sale of Goods or Services

Sale or solicitation of products or services on the Floor must be authorized by an NYSE Staff Governor,
Executive Floor Governor, Floor Governor, Executive Floor Official, or Senior Floor Official. Failure to adhere
to this guideline will result in the following fines:

• first offense: $250
• second offense: $500

♦ Smoking

Smoking, including the use of e-cigarettes, and chewing tobacco are strictly prohibited on all NYSE premises,
including the Floor. Failure to abide by this prohibition will result in the following fines:

• first offense: $250
• second offense: $500

♦ Running

Running is prohibited at all times on the Floor. Failure to abide by this prohibition will result in the following
fines:

• first offense: $250
• second offense: $500

♦ Possession/Consumption of Alcoholic Beverages

Possession and/or consumption of any alcoholic beverage on the Floor during business hours as defined in
Rule 51 is strictly prohibited. Failure to abide by this prohibition will result in the following fines:

• first offense: $250
• second offense: $500

♦ Food and Drink

Food and drink, while allowed on the Floor, should be consumed at the booth or post. Food and drink may
not be brought into the crowd or consumed while walking across the Floor. Failure to comply with these
limitations will result in the following fines:

• first offense: $250
• second offense: $500

Code of Personal Appearance and Dress Code 1 

Members and Floor employees of member organizations are required to dress professionally and adhere to
the following dress code, as the Exchange may from time to time modify. All garments must be reasonably
pressed and not wrinkled.

Male Personnel
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All male personnel are expected to wear suitable attire as follows:

A dress shirt, buttoned at the collar, with a dress tie knotted at the customary place, i.e., snug to the collar; full
length dress trousers or slacks; jeans or other sport slacks are not permitted; a jacket with long sleeves (An
acceptable jacket shall include a suit, sport coat, blazer or solid color office jacket). Vests without a jacket are
not permitted.

Male Guests

Dress code for visitors is business casual. Suit, Sport Coat or Jacket should be worn, but a tie is not required.
A dress, collared golf/polo shirt or turtleneck is acceptable. T-Shirts, tank tops or other casual shirts, jeans
and shorts are not acceptable.

Female Personnel and Guests

All female personnel and guests are expected to wear suitable business attire as follows: Skirts and dresses
should be worn at appropriate business lengths.

Blouses, shirts, sweaters and tops should be of appropriate style and shall exclude informal wear. Pants and
slacks should be full length dress slacks. Jeans and shorts are not acceptable.

Male and Female Requirements

Footwear should be confined to those that are comfortably heeled and considered safe. Shoes should also be
appropriate styles for a businesslike environment. (Black sneakers are acceptable). Flip flops, causal beach
or boat shoes, and other extreme styles are not permitted. Shoes must be worn at all times on the Floor,
including in the booth or behind the post.

Men must wear socks. Women should use their judgment depending on the style of clothing worn.

Summer Attire

The standards of dress outlined above will apply throughout the year, however on Fridays during the summer
months (from Memorial Day through Labor Day) the Exchange has loosened the dress code requirements.
A sport coat, vest or jacket may be worn, but a tie is not required. A dress, collared golf/polo shirt is also
acceptable.

Grooming

Beards, Mustaches, and Sideburns should be neatly trimmed. Hair should be neatly maintained. Failure to
comply with these requirements will result in the following fines:

• first offense: $250
• second offense: $500

Procedures for Handling Violations

When a Floor Official, Senior Floor Official, Executive Floor Official, Floor Governor, NYSE Staff Governor
or Executive Floor Governor observes or receives information of a possible violation of the Floor Conduct
and Safety Policy requirements, and determines, after appropriate inquiry, that a violation has occurred, the
following steps should be taken:

• The Floor Official, Senior Floor Official, Executive Floor Official, Floor Governor, NYSE Staff
Governor or Executive Floor Governor shall determine if there have been any prior offenses.

• The Floor Official, Senior Floor Official, Executive Floor Official, Floor Governor, NYSE Staff
Governor or Executive Floor Governor shall inform the individual or firm involved (and NYSE
Regulation) of the penalty.
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• In cases involving denial of Floor access, the Floor Official, Senior Floor Official, Executive Floor
Official, Floor Governor, NYSE Staff Governor or Executive Floor Governor shall inform NYSE
Security. NYSE Security should deactivate the Exchange-issued identification card at the close of
trading on the day on which the individual is notified of the suspension.

• Fines are payable to the New York Stock Exchange and should be delivered to NYSE Floor
Operations staff at the Executive Ramp at 11 Wall Street within three business days. Failure to pay
fines in a timely manner may result in revocation of Floor access.

If an individual seeks to contest a determination, an NYSE Staff Governor or Executive Floor Governor
not involved in the original determination (or, if all NYSE Staff Governors and Executive Floor Governors
are absent, a Floor Governor, Executive Floor Official, or Senior Floor Official not involved in the original
determination) should arrange for a panel of three Floor Governors, Executive Floor Officials, or Senior Floor
Officials not involved in the original determination to review the action. Both the individual and the Floor
Official, Senior Floor Official, Executive Floor Official, Floor Governor, NYSE Staff Governor or Executive
Floor Governor involved in the original determination must appear before the three person panel. If the panel
concurs that a violation occurred and the individual disagrees, the next level of appeal would be the NYSE
Board of Directors Committee for Review. NYSE Regulation should be informed of all appeal review requests
and results.

II. Prohibition on Gambling

Promoting or participating in certain gambling activities on the Floor or other premises under NYSE control is
strictly prohibited by the Floor Conduct and Safety Guidelines and NYSE and NYSE MKT Rules (“NYSE and
NYSE MKT Rules and Policies”).

Gambling is a criminal offense in New York and also a violation of NYSE and NYSE MKT Rules and Policies.
It may be unlawful for a person, in a capacity other than as a participant or “player,” to operate, promote or
advance a gambling enterprise or activity with the agreement or understanding that he or she will receive
money, property or otherwise share in the proceeds of the gambling activity pursuant to the Agreement or
understanding.

Any remuneration or payment, including tips or gratuities to the individual advancing or promoting the
gambling activity made pursuant to any custom or practice, can constitute an agreement or understanding
to participate in the proceeds of gambling activity. For example, a sporting event pool where the participants
purchase participation in the pool and each of the persons who win pay the person who organizes and
promotes the pool an amount of money equal to a percentage of their winnings would be criminal and violate
NYSE and NYSE MKT Rules and Policies. Other examples of prohibited gambling activity include schemes
such as bookmaking, numbers games, or other organized for-profit betting activity relating to sporting
activities, other outside events or games of chance.

Telephones, computers, or other communications devices or business equipment located on the Trading
Floor or other premises under NYSE control may not be used for any prohibited gambling activities. Further,
the display or visible possession of gambling devices such as pool boxes, betting slips, etc. used in any
gambling activity is also strictly prohibited on the Floor or other premises under NYSE control.

Members and member organizations are reminded that the Floor Conduct and Safety Guidelines require that
all persons, while on the Floor or on other premises under NYSE control, refrain from engaging in any act or
practice that may be detrimental to the interest or welfare of the NYSE.

If you have any questions about whether a particular activity is prohibited, you should consult with your firm's
compliance officer, senior manager, and/or legal counsel.

III. Policy Prohibiting the Possession of Firearms, Illegal Weapons and Fireworks
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The NYSE is committed to maintaining a safe and secure working environment. Accordingly, possession
of any firearm, ammunition, or weapon prohibited by the New York State Penal Law, New York City
Administrative Code, or any other applicable federal, state or local law, or the possession of any other item
considered dangerous by NYSE Security, including fireworks, is strictly prohibited on NYSE premises,
including the Floor. Possession of a valid firearms permit does not waive or modify this policy. Violations
of this policy can result in arrest, detention, expulsion from NYSE premises or facilities, and/or disciplinary
action.

IV. Non-Harassment Policy

In accordance with applicable law, ICE prohibits harassment on the basis of race, color, religion, sex, national
origin, age, disability, genetic information or any other characteristic protected by law. ICE believes in an open
and inclusive workplace where employees can work productively without concern for harassment or bullying
at any time. Regardless of whether conduct is strictly illegal under applicable law, harassment and bullying in
any form will not be tolerated. All such harassment will not be tolerated.

Sexual Harassment Defined

With respect to sexual harassment, ICE prohibits the following:

A. Unwelcome sexual advances, requests for sexual favors, or visual, verbal, or physical conduct
of a sexual nature, especially where (1) submission to the conduct is explicitly or implicitly made
a term or condition of employment; (2) submission to or rejection of the conduct is used as basis
for employment decisions affecting the individual; or (3) the conduct has the purpose or effect of
unreasonably interfering with the employee's work performance or creating an intimidating, hostile,
or offensive working environment.

B. Offensive comments, jokes, innuendos, and other sexually oriented statements.

Examples of the types of conduct expressly prohibited by this policy include, but are not limited to, the
following:

• Unwanted sexual advances;
• Offering employment benefits in exchange for sexual favors;
• Making or threatening reprisals after a negative response to sexual advances;
• Visual conduct such as leering, making sexual gestures, or displaying sexually suggestive objects,

pictures, cartoons, or posters;
• Verbal conduct such as making or using derogatory comments, epithets, slurs, sexually explicit

jokes, or comments about any employee's body or dress;
• Verbal sexual advances or propositions;
• Verbal abuse of a sexual nature, graphic verbal commentary about an individual's body, sexually

degrading words to describe an individual, or suggestive or obscene letters, notes, or invitations;
• Physical conduct such as touching, assault, or impeding or blocking movements;
• Retaliation for reporting harassment or threatening to report harassment;
• Sending inappropriate or hostile e-mails or other electronic messages; and
• Any other behavior deemed inappropriate by ICE.

Individuals Covered

This policy prohibits harassment on the job whether it involves coworker harassment, harassment by a
manager, or harassment by persons doing business with or for the Company.

In addition to applying to all NYSE employees, the Exchange's policy prohibits discrimination, including
harassment, and retaliation by other persons on Exchange premises, including, but not limited to, members;
employees of member organizations who work on the Trading Floor; persons whose services are temporarily
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utilized by the NYSE or a member organization; and persons not directly related to the NYSE who may visit
the trading Floor, including, for example, a vendor, consultant, customer, or guest. The recipient, as well as
the initiator, of allegedly harassing behavior may belong to any of these groups.

Members, employees of member organizations, and other persons subject to the jurisdiction of the NYSE
who are found to have engaged in harassment or any other conduct that violates this policy will be subject to
appropriate disciplinary action in accordance with NYSE and NYSE MKT Rules.

Complaint Procedure

Each member of management is responsible for creating an atmosphere free of discrimination and
harassment, sexual or otherwise. Further, employees are responsible for respecting the rights of their
coworkers. If you believe you have experienced any job-related discrimination or harassment based on
your race, color, religion, sex, national origin, age, disability, genetic information or any other characteristic
protected by law, or if you are aware of the discrimination or harassment of others, promptly report the
incident to your manager, to any other manager, or to the Human Resources Department.

This policy applies to all incidents of alleged discrimination or harassment, including those which occur off-
premises, or off-hours, where the alleged offender is a supervisor, coworker, or even a nonemployee with
whom the employee is involved, directly or indirectly, in a business or potential business relationship. If you
do not receive a satisfactory resolution after reporting any incident of what you perceive to be discrimination
or harassment, please contact the Human Resources Department or the Chief Executive Officer. Your
complaint should be as detailed as possible; including the names of individuals involved, the names of any
witnesses, direct quotations when language is relevant, and any relevant documents.

Please understand that ICE takes complaints of discrimination and harassment seriously. Thus, there is
no need to follow any formal chain of command when filing a complaint and you may bypass anyone in
your direct chain of command and file your complaint or discuss or express any issue of concern with any
manager or anyone in the Human Resources Department. Any complaint of unlawful discrimination or
harassment will be subjected to an immediate, thorough, and objective investigation. To the extent practical,
the Company will attempt to preserve the confidentiality of all interested parties in the investigation. Following
a prompt, effective and reasonable investigation, the Company will take all appropriate remedial action. Such
actions may include discipline, up to and including termination of employment, for any person the Company
reasonably believes engaged in unlawful discrimination or harassment.

All employees have a duty to report any conduct which they believe violates this policy. In addition, every
employee has a duty to cooperate with any investigation conducted or authorized by the Company. ICE
will not retaliate against any employee for using this complaint procedure or for filing, testifying, assisting,
or participating in any manner in a Company investigation or any investigation, proceeding, or hearing
conducted by a governmental enforcement agency.

Additionally, the Company will not tolerate any retaliation against any employee who complains of prohibited
discrimination or harassment or who participates in an investigation.

If either the complainant or the person against whom the allegation or complaint of harassment,
discrimination, or retaliation on NYSE premises is made is a member, employee of a member organization,
or other person subject to the jurisdiction of the NYSE, it should promptly brought to the attention of any
Floor Official and/or NYSE Regulation. If either the complainant or the person against whom the allegation
or complaint of harassment, discrimination, or retaliation on Exchange premises is made is an employee of
NYSE or NYSE Regulation, it should promptly be reported to Human Resources.

Policy Implementation

To assist the NYSE in maintaining a workplace throughout its premises, including the Trading Floor, that
is free of discrimination, harassment, and retaliation, members and member organizations must educate
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their personnel, including their partners, employees, and agents on the trading Floor, about this policy, and
periodically review it with them. NYSE will vigorously enforce this policy.

Finally, this policy may not be used as a basis for excluding or separating individuals from participating in
business or work-related social activities or discussions in order to avoid allegations of harassment.

V. Staff Contacts

General questions about the foregoing policies should be directed to:

Sean T. Gilmartin, Director, NYSE Regulation, 212.656.3814; or Nicholas

Brigandi, Director, NYSE Floor Operations, 212.656.4533; or

Rudolfo Mass, Director, NYSE Floor Operations, 212.656.4625.

Where specific contacts are noted within the body of a policy, the individual named should be contacted.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  The section is based on the revised Code of Personal Appearance contained in the Floor Conduct and
Safety Guidelines filed with the SEC in 2000. See Release No. 34-43596; File No. SR-NYSE-00-43.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

277

http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 16-10

Click to open document in a browser

June 21, 2016

   TO: All NYSE and NYSE MKT Members and Member Organizations

FROM: NYSE REGULATION

SUBJECT: RUSSELL RECONSTITUTION – JUNE 24, 2016

I. Purpose

Following the close of trading on June 24, 2016, the Russell Investment Group will reconstitute certain
of its indices, including the Russell 3000 Index and the Russell Microcap Index. This reconstitution (the
“Russell Reconstitution”) may significantly affect the volume of trading on the New York Stock Exchange LLC
(“NYSE”) and NYSE MKT LLC (“NYSE MKT”) (collectively, the “Exchange”), particularly leading into the close
on June 24.

This Information Memorandum reminds members and member organizations of certain Exchange Rules and
policies regarding:

• entry and cancellation of market-on-close/limit-on-close (“MOC/LOC”) and Closing Offset (“CO”)
orders;

• publication of closing imbalances; and
• printing the closing transaction.

This memorandum also provides guidance on possible system interruption scenarios and the operation of
certain Exchange rules and policies in the event that such a scenario occurs.

II. Background

Reconstitution of certain Russell indices will take effect after the close of U.S. equity markets on June 24,
2016. On June 10, 2016, the Russell Investment Group published a preliminary list of additions and deletions
to the Russell 3000 and Microcap Indexes. The Exchange expects that during the trading day on June
24, and especially at or near the Close, significant trading volume associated with portfolio rebalancing
will be initiated based upon those lists. For more information on the Russell Reconstitution, see http://
www.ftserussell.com/research-insights/russell-reconstitution?_ga=1.210940498.633358897.1465416573

Exchange Rules and Policies Relating to the Close

a. MOC/LOC and CO Order Entry and Cancellation

Exchange Rule 123C (Closing Procedures) is in effect for June 24, subject to the contingency scenarios
outlined below in the event of a systems outage. In addition, although certain categories of imbalance
publications (such as Informational Imbalances) require prior Floor Official approval, given the number
of imbalance publications expected and the sensitivity surrounding the Close on June 24, DMMs are
encouraged to consult with and receive the approval of a Senior Floor Official or higher.

While the Exchange expects its systems to operate normally on June 24, in the unlikely event of a systems
interruption leading into or at the Close, the closing procedures set out in Exchange Rule 123C would apply
in the event the Exchange declared a halt in one or more securities. In the event that the NYSE and/or
NYSE MKT invokes exemptive powers under Exchange Rule 123C(9) (Closing Procedures - Extreme Order
Imbalances at or Near the Close), the terms of that rule would govern the handling of orders at the Close. See
Section III.d below.
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In connection with the entry of MOC/LOC and CO orders generally, members and member organizations
should pay particular attention to the following:

• A “published imbalance” is an imbalance that has been disseminated to the Tape. An imbalance
that is announced orally or physically posted at the panel is not considered to be a published
imbalance. The Exchange Order Imbalance Information product, a data feed of real-time order
imbalances that accumulate prior to the opening of trading on the Exchange and prior to the close of
trading on the Exchange, does not constitute a “published imbalance.”

• Brokers and traders are reminded that, while they should enter orders as early in the day as
possible, all MOC/LOC orders (unless to offset a published imbalance) must be entered by 3:45

p.m. 1 
• Entering MOC/LOC orders early provides DMMs with the opportunity to more quickly identify

potential order imbalances that might exist at the Close and to disseminate that information. This,
in turn, enables brokers and traders to more effectively identify potential offsetting customer interest
that could mitigate any imbalance. MOC/LOC and CO orders entered prior to 3:45 p.m. may be
canceled or reduced prior to that time for any reason.

• After 3:45 p.m., MOC/LOC orders may be entered only to offset a security's published imbalance,
while CO orders may be entered in any amount on either side of the market. Between 3:45 p.m. and
3:58 p.m., MOC/LOC and CO orders may be canceled or reduced in size only to correct a legitimate

error. 2   This also applies to instances where cancel/replace functionality is used. Please note that
the Exchange will continue to closely monitor the cancellation of MOC/LOC and CO orders pursuant
to Exchange Rules.

• After 3:58 p.m., MOC/LOC and CO orders may not be cancelled or reduced in size for any reason,
except in accordance with Exchange Rule 123C(9).

• In the event of a trading halt effective at 3:45 p.m. or later, MOC/LOC orders may be entered only
to offset a published imbalance. CO orders, however, may be entered in any amount on either side
of the market. See Exchange Rule 123C(2)(c). During a trading halt, the cutoff for cancelling MOC/
LOC and CO orders remains 3:58 p.m.

b. Imbalance Publications 3 

Exchange Rule 123C(5) provides for the publication of order imbalances as described below. In the event of a
system interruption, the times and requirements listed here may change.

1. Informational Imbalance Publications between 3:00 p.m. and 3:45 p.m.

Between 3:00 p.m. and 3:45 p.m., DMMs are encouraged to issue Informational Imbalance Publications of
any size if they believe that there could be significant price dislocation at the Close. These publications are
informational only and do not limit MOC/LOC or CO order entry or cancellation before 3:45 p.m. DMMs who
wish to issue Informational Imbalance Publications must obtain prior approval from a Floor Official or qualified
Exchange employee (see Exchange Rule 46.10) prior to issuance. As volume may be greater than normal on
June 24, 2016, DMMs should issue Informational Imbalance Publications as early as possible.

2. Mandatory MOC/LOC Imbalance Publications at 3:45 p.m.

As soon as practicable after 3:45 p.m., Exchange systems will publish any MOC/LOC imbalance of 50,000
shares or more for NYSE-listed securities and 25,000 shares or more for NYSE MKT listed securities. Other
significant imbalances of lesser size (e.g., less than 50,000/25,000 shares but significant relative to the
average daily trading volume (“ADTV”) of a particular security) may be published by the DMM with Floor

Official or qualified Exchange employee approval. 4   In addition, any Informational Imbalance Publication
issued prior to 3:45 p.m. must be updated at 3:45 p.m. Exchange systems will publish an imbalance of 50,000
shares or more (NYSE) or 25,000 shares or more (NYSE MKT) at 3:45 p.m. If there is an imbalance of any
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lesser size that is significant relative to the ADTV of the stock, it may be published by the DMM with prior
Floor Official or qualified Exchange employee approval. If there is no such imbalance at 3:45 p.m., the DMM
must issue a “no imbalance” indication.

3. Mandatory MOC/LOC Imbalance Publications after a Trading Halt

If a trading halt is in effect at 3:45 p.m. but is lifted prior to the Close, MOC/LOC imbalances of 50,000 shares
or more (NYSE) or 25,000 shares or more (NYSE MKT) will be published as soon as possible after the
resumption of trading. Additionally, any imbalance of lesser size, if significant relative to the ADTV, may be
published by the DMM as soon as possible after trading reopens, subject to prior Floor Official or qualified
Exchange employee approval. If the trading halt is not lifted before the Close, there will not be any imbalance
publications.

4. Exchange Publication of Order Imbalance Information

In addition to the Informational Imbalance and Mandatory MOC/LOC Imbalance Publications described
above, the Exchange also makes available real-time Order Imbalance Information prior to the Close in
accordance with Exchange Rule 123C(6). These publications take place approximately every five (5) seconds
between 3:45 p.m. and 4:00 p.m. The Order Imbalance Information publications use a reference price (see
Exchange Rule 123C(6)(a)(iii)) in order to indicate how many shares would be needed to close the security at

that price, including MOC, marketable LOC and CO orders. 5   Beginning at 3:55 p.m., the Order Imbalance
Information publications also include stop orders, d-Quotes and all other e-Quotes containing pegging

instructions eligible to participate in the closing transaction. 6 

As noted above, Order Imbalance Information publications are solely for informational purposes and off-
setting MOC/LOC interest must not be submitted in response to Order Imbalance Information publications.
Off-setting MOC/LOC interest may be submitted only as described in this memo in response to a Mandatory
MOC/LOC Imbalance Publication issued at 3:45 p.m. or after a trading halt in accordance with Rule 123C(2).

c. Printing the Closing Transaction

1. Exchange Rules 116.40 and 123C(8)

DMMs are reminded that the closing transaction must be printed consistent with Exchange Rules 116.40
and 123C(8) and must accurately reflect both the closing price and closing volume when printing the closing

transaction. 7   Additionally, DMMs are reminded of their obligation to maintain a fair and orderly market
pursuant to Rule 104.

2. Verbal Interest and e-Quotes at the Close

DMMs should take all interest, including verbal, e-Quoted and Display Book interest, into account when
formulating the Close. DMMs are reminded that verbal interest from a Floor broker should be handled one of
two ways: entered into UTM by NYSE Operations staff or into the crowd field of the Closing template by the
DMM.

Pursuant to Rule 342, members and member organizations must ensure that they have adequate written
policies, procedures and controls in place to detect, deter and prevent conduct inconsistent with the guidance
set forth above. Any member who believes that the above procedures have not been adhered to should
report his or her concern to NYSE Regulation.

3. Orders to Offset MOC/LOC Imbalances at the Close to Mitigate Price Disparity

Exchange Rule 902 (Off Hours Trading Orders) provides for entry of orders after the Close. Rule 902(a)(ii)(B)
permits DMMs to include in the calculation of the Close legitimate market interest that has agreed to offset
all or part of any MOC imbalance that existed prior to the Close at 4:00 p.m. The DMM's use of this offsetting
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interest to minimize significant price dislocation on the Close will result in a closing-price coupled order
between the DMM and member, member organization or customer. If the member, member organization
or customer agrees, the DMM may include this interest in offsetting an imbalance when setting the closing
price and increase DMM participation in the closing print to the extent of the new contra interest. After the
Close, the DMM will liquidate or cover the related dealer position, and the member, member organization or
customer will acquire the position. Such closing-price coupled orders are executed at the Ramp.

It is important to note that Rule 902 may not be relied on for the entry of an order after the Close when
there is no MOC/LOC imbalance or when the imbalance would not result in significant volatility and/or price
dislocation. In addition, it cannot be used if the Close has already been printed.

d. Extreme Order Imbalances at or Near the Close

In order to avoid significant dislocation in the closing price that may result from an order entered or
represented at or near the Close, Exchange Rule 123C(9) permits the Exchange, on a security-by-security
basis, to temporarily suspend the hours of operation under Rule 52 so that offsetting interest may be solicited
from both on-Floor and off-Floor participants and entered to reduce the size of the imbalance. Extensions
of trading under Rule 123C(9) may be designated by the Exchange for a specific time period. Off-setting
interest is solicited using Exchange Trader Updates as well as messages sent directly to Floor broker hand-
held devices. These Exchange-issued solicitation requests include information regarding security symbol,
the imbalance amount and side, the last sale price, and a designated order acceptance cutoff time (generally
five minutes from the issuance of the solicitation request). Offsetting interest submitted in response to an
Exchange-issued solicitation request must be a limit order priced no worse than the last sale, irrevocable
and entered no later than the order acceptance cut-off time indicated in the solicitation request. Exchange
systems will accept interest entered electronically in the named security, after 4:00 p.m. only if Rule 123C(9)
(a)(1) is invoked.

Exchange systems will not verify side or price, and will not block post-4:00 p.m. cancellation of interest
submitted under this rule. Therefore, member and member organizations entering such interest are
responsible for ensuring compliance with the rule, such that the only interest that may be entered in response
to such a solicitation request is: (i) offsetting; (ii) a limit order priced no worse than the last sale price; and (iii)
not cancelled.

Rule 123C(9) also permits the Exchanges to temporarily suspend the prohibition on the cancellation or
reduction of a MOC/LOC order after 3:58 p.m. where there is a legitimate error in such an order and the
execution of the order would cause significant price dislocation at the Close. See Information Memoranda
09-20 (May 5, 2009) and 10-52 (December 22, 2010).

Only the DMM assigned to a particular affected security may request relief under Rule 123C(9). A request
for relief under Rule 123C(9) must be approved and supervised by an Executive Floor Governor or qualified
NYSE Euronext employee and supervised by a qualified Exchange officer, as defined in Rule 48(d). All Rule
123C(9) related approvals must be recorded in FORTÉ.

III. Contingencies in the Event of a System Interruption

e. Contingency Scenarios

NYSE Operations has notified all members and member organizations as to how to proceed in the event of a
systems outage on June 24, 2016. There are three contingency scenarios, each of which is described below
for convenience. Members and member organizations should refer to the NYSE Operations memorandum
published June 21, 2016 for further details. The memo is available at https://www.nyse.com/publicdocs/nyse/
markets/nyse/Russell_Contingencies_2016.pdf.

In addition, members and member organizations are advised that in Contingency Scenarios 2 and 3, the
procedures of Exchange Rule 123C will operate pursuant to the trading halt provisions.
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1. Contingency Scenario 1

If after exhausting all possible recovery options, the Exchange determines at or before 3:00 p.m. Eastern
Time that it is unable to conduct a closing transaction in one or more securities, the Exchange will designate
NASDAQ as the alternate exchange and the Exchange's Official Closing Price in the affected securities will
be the official closing price under the rules of NASDAQ. In such an event, all closing interest on the Exchange
in the affected securities will be deemed cancelled and member organizations will be encouraged to re-route
their closing interest for participation in the NASDAQ closing process.

2. Contingency Scenario 2

In the event of an Exchange system interruption that occurs after 3:00 p.m. Eastern Time whereby service
will be restored after the 4:00 p.m. close time, the Closing process will be extended later than the usual 4:00
p.m. close time. The NYSE will notify market participants of the new close time and any changes to the cutoff
times for submitting closing interest. The new time will be communicated to market participants via the market
wide call and a system status posting.

3. Contingency Scenario 3

In the event of an Exchange system interruption that occurs after 3:00 p.m. Eastern Time whereby service will
not be restored, the Exchange's Official Closing Price will be the last consolidated sale price trade for each
affected Exchange-listed security. The NYSE will notify market participants via the market-wide call and a
system status posting that the closing process will not occur and that all closing interest on the Exchange in
the affected securities will be deemed cancelled.

f. Contingency Preparedness

Members are reminded that they should have Floor stationery supplies on hand in the event they are unable
to enter or cancel orders through the system. Should a system interruption affect electronic time-stamping
functionality, members and member organizations may manually record required time information. If the
Broker Booth Support System (“BBSS”) is functioning, but the broker handheld is not, Floor brokers must
carry the BBSS time onto their paper orders. Under all other circumstances, the time of order entry must be
recorded by hand in the Booth, by the Floor broker or clerk.

IV. Adequacy of Operations and Supervisory Staff

All members and member organizations, including DMMs, should ensure that both operational and
supervisory staffing on and around June 24, 2016 will be sufficient to monitor and process all orders,
regardless of the form in which they are received, as well as to handle the increased workload anticipated
as a result of the Russell Reconstitution. All members and member organizations should also review their
systems to ensure that they have adequate capacity to handle the expected increase in volume. For example,
DMM firms should review their DMM Unit algorithm to ensure that they meet their obligations to maintain
a fair and orderly market. DMMs are reminded to seek the advice of a Floor Official regarding any unusual
situations as quickly as possible.

V. Supervision

g. Review of Policies and Procedures

Members and member organizations should carefully review their procedures as well as their supervisory
systems for handling orders in connection with the Russell Reconstitution on June 24, 2016. Members
and member organizations are expected to review their practices for handling orders at or near the Close,
particularly with respect to any orders where there is an on-close or other price guarantee for those securities
that are part of the rebalancing. Reviews should include both orders that are handled manually as well as
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those orders that are handled systemically, such as orders that are handled by a computer algorithm. In
addition, members and member organizations should take all necessary steps to ensure that the relevant
trading, compliance and back-office staff are familiar with firm procedures for handling orders at or near the
Close.

In addition, members and member organizations are reminded of their obligation to have adequate
systems and controls relating to the use of firm systems by correspondents or others. Please consult NYSE
Information Memos 11-13 (May 16, 2011), available at http://www.nyse.com/nysenotices/nyse/information-
memos/pdf?memo_id=11-13, for more information.

h. Adequacy of Compliance Program

Members and member organizations are also reminded to ensure that they have in place a robust compliance
program that includes adequate supervisory policies and procedures to monitor for compliance with
Exchange Rule 123C and the guidance contained in this Information Memo. Firm policies and procedures
must be adequate to ensure that all procedures related to MOC/LOC orders and orders entered at or near
the Close are appropriately followed, and to detect and deter any actions that may violate Exchange or SEC
rules.

i. Due Diligence Requirements

Consistent with the requirements of Exchange Rule 405, before any order with instructions to participate at
the close is transmitted to the Floor the member or member organization accepting the order must exercise
due diligence to learn the essential facts relative to the order, including the purpose and propriety of the at-
the-close instruction. In addition, an imbalance of orders at or near the Close, caused in part by the entry of
such orders, could lead to trading being halted in the security and such orders not receiving an execution.

j. Supervision to Prevent Improperly Affecting the Close

Members and member organizations must also ensure that their activity does not artificially impact the closing
price. As such, members, member organizations and compliance staff should be mindful of Information
Memo 05-52 (August 1, 2005), available at http://www.nyse.com/nysenotices/nyse/information-memos/pdf?
memo_id=05-52, regarding Volume Weighted Average Price (“VWAP”) trading at or near the Close, which
addresses the responsibility for ensuring that trading strategies engaged in to facilitate or hedge VWAP
orders have an economic basis and do not have the effect of marking the close or marking the value of a
position. Member organizations should also be aware that certain orders and order entry practices may have
the potential to cause price dislocation before the Close or distort the closing price due to prevailing market
conditions at the time the order is entered. Similarly, trading at or near the Close is of particular concern due
to the condensed time frame for execution, where the resultant closing price is used to set benchmarks, such
as index rebalancing. As a result, manipulation concerns may be heightened when trading occurs at or near
the close.

Firms should review procedures utilized in connection with orders to be executed at or near the Close with
their traders and other order-entry personnel. Firms should also review systemic order-entry functions
(e.g., algorithms or “smart servers”) for compliance with the provisions of this Information Memorandum.
Firms should also review the provisions of Information Memo 95-28 (July 10, 1995), available at http://
www.nyse.com/nysenotices/nyse/information-memos/pdf?memo_id=95-28, which discusses trading near the
Close and activity that would constitute violations of Exchange Rules as well as federal securities laws. In
that regard, members and member organizations are reminded that, where a firm has committed to purchase
from (sell to) a customer an order at a price that is derived from the closing price (e.g., VWAP and MOC
orders) while also reserving a significant portion of its hedging or covering transaction to be executed at or
near the Close, they must operate with substantial care. If the transaction is completed in a manner that does
not effectively place the firm at market risk or if the transaction does not provide an opportunity for possible
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contra side interest to develop and/or react to the activity, it could raise manipulative concerns and constitute
conduct inconsistent with just and equitable principles of trade.

k. Compliance with Federal Securities Laws and Rules

In addition to complying with Exchange Rules and policies, members and member organizations should
review other applicable federal securities laws and regulations, including Section 9(a)(2) of the Securities
Exchange Act, Regulation SHO, Rule 10b-5 and Rule 15c3-5, as well as the margin and capital rules. Firms
must ensure that they have adequate policies and procedures to detect, deter and prevent such potentially
violative conduct.

Members and member organizations are reminded that failure to comply with any of the requirements
described in this memo may result in disciplinary action.

VI. Staff Contacts

Operational questions regarding this Information Memo should be directed to:

• Robert Airo, Senior Director, NYSE Operations, at 212.656.5663, or
• Dennis Pallotta, Director, NYSE Operations, at 212.656.5236.

Questions concerning interpretations of Exchange Rules or Regulatory questions in connection with this
Information Memo should be directed to:

• Stephen Larson, Senior Director, NYSE Regulation, at 212.656.3830, or
• Sean Gilmartin, Director, NYSE Regulation, at 212.656.3814.

Should a member or member organization experience any systems issues, please immediately contact the
NYSE Trading Operations Desk at 866.362.3375.

For Regulatory matters emanating from systems issues, please immediately contact the NYSE On-Floor
Surveillance Unit at mmquoterelief@theice.com.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Exchange systems accept only those MOC/LOC orders entered after 3:45 p.m. that are on the contra
side of a published regulatory imbalance and reject all cancel requests sent after 3:58 p.m. for any
previously entered MOC/LOC order.

2  A "legitimate error" is an error in the term of an order, such as price, number of shares, side, or
identification of the security. See Exchange Rule 123C(1)(c).

3  Imbalance publications include both MOC and marketable LOC orders (based on the last sale price
at the time the publication is made). See Exchange Rule 123C(1)(b) and (d), defining "Informational
Imbalance Publication" and "Mandatory MOC/LOC Imbalance Publication." For more information on how
imbalance publications are calculated, see Exchange Rule 123C(4).

4  As with Informational Imbalance Publications, Floor Official approvals to issue certain Mandatory MOC/
LOC Imbalance Publications must be recorded in FORTE. Members must state the proposed imbalance
information and note any other relevant information (e.g., ADTV, size, degree of impact) in connection
with the request.
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5  In the case of a buy (sell) imbalance, CO orders to sell (buy) at a price equal to or lower (higher) than the
reference price are to be included in the imbalance.

6  On a day that trading on the Exchange is scheduled to close earlier than 4:00 p.m., the Exchange will
disseminate Order Imbalance Information every five (5) seconds starting at ten (10) minutes prior to the
Close. See Exchange Rule 123C(6)(a)(v).

7  For more information on the execution of orders at the Close, see Exchange Rule 123C(7).
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 16-09

Click to open document in a browser

June 16, 2016

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, CHIEF OPERATIONS OFFICER,
OPERATIONS PARTNER AND LEGAL AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

FROM: NYSE REGULATION

SUBJECT: QUARTERLY EXPIRATION DAY– June 17, 2016

I. Purpose

June 17, 2016 will be a quarterly Expiration Day for stock and index options and futures products for which
settlement pricing is based upon New York Stock Exchange LLC (“NYSE”) and NYSE MKT LLC (“NYSE
MKT”) (collectively, the “Exchanges”) opening or closing prices on that day. This Information Memorandum
reminds members and member organizations of certain NYSE and NYSE MKT rules and policies regarding
opening imbalance publications, entry and cancellation of market-on-close/limit-on-close (“MOC/LOC”) and
closing offset (“CO”) orders, publication of on-the-close imbalances, and printing the closing transaction.

II. Expiration Day Opening Imbalance Publication

Members and member organizations are reminded that the regular pre-opening procedures outlined in
Rules 15 (Pre-Opening Indications) and 123D (Openings and Halts in Trading) apply on the June 17, 2016
Expiration Day. Accordingly, Designated Market Makers (“DMMs”) should publish indications as promptly
as practicable and are reminded of their additional obligations under Rule 123D to publish one or more
indications, under the supervision of a Floor Official, in situations where the opening price would be affected
by an imbalance of market and limit buy and sell orders in a security.

III. Rules and Policies Relating to the Close

A. MOC/LOC and CO Order Entry and Cancellation

Members and member organizations are reminded that the provisions of Rule 123C (Closing Procedures)
apply to the Close on all Expiration Days. While the Exchanges expect systems to operate normally, in the
unlikely event of a systems interruption leading into or at the Close, the Closing Procedures set out in Rule
123C would operate as if the Exchanges had declared a regulatory halt in one or more securities.

In the event that one or both of the Exchanges invoke their exemptive powers under Rule 123C(9) (Closing
Procedures - Extreme Order Imbalances at or Near the Close), the terms of that rule would govern the
handling of orders at the Close. See Section III. D, below.

In connection with the entry of MOC/LOC and CO orders, members should pay particular attention to the
following:

• A “published imbalance” is an imbalance that has been disseminated to the Tape. An imbalance
announced orally or physically posted at the panel is not considered to be a published imbalance.
See Section III. B, below. The Exchanges' Order Imbalance Information product, a data feed of
real-time order imbalances that accumulate prior to the opening and the closing of trading on the
Exchanges, does not constitute a “published imbalance.”

• Brokers and traders are reminded that, while they should enter orders as early in the day as
possible, all MOC/LOC orders (unless entered to offset a published imbalance) must be entered
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electronically by 3:45 p.m. Entering MOC/LOC orders early provides DMMs with the opportunity
to more quickly identify and disseminate potential order imbalances that might exist at the Close.
This, in turn, enables brokers and traders to more effectively identify potential offsetting customer
interest that could mitigate any imbalance. MOC/LOC and CO orders entered prior to 3:45 p.m. may
be cancelled or reduced prior to that time for any reason.

• After 3:45 p.m. Exchange systems will accept only MOC/LOC orders that offset a published
imbalance and CO orders, however, may be entered in any amount on either side of the market.

• Between 3:45 p.m. and 3:58 p.m., MOC/LOC and CO orders may be cancelled or reduced in size

only to correct a legitimate error. 1   This also applies to instances where cancel/replace functionality
is used.

• FINRA and NYSE Regulation will continue to closely monitor the cancellation of MOC/LOC and CO
orders.

• After 3:58 p.m., MOC/LOC and CO orders may not be cancelled, adjusted or reduced in size for any
reason except in accordance with Rule 123C(9). See Section III. D, below.

• In the event of a trading halt effective at 3:45 p.m. or later, MOC/LOC orders may be entered only to
offset a published imbalance. CO orders, however, may be entered in any amount on either side of
the market. See Rule 123C(2).

B. Imbalance Publications 2 

Rule 123C(5) provides for the publication of order imbalances as described below. In addition, members
and member organizations may refer to the attached quick-reference page for a summary of the times and
requirements for imbalance publications. DMMs are reminded that erroneous imbalance publications must be
corrected as soon as practicable.

1. Informational Imbalance Publications between 3:00 p.m. and 3:45 p.m.

Between 3:00 p.m. and 3:45 p.m., DMMs are encouraged to issue Informational Imbalance Publications
of any size if they believe that there could be significant price dislocation at the Close. These publications
are informational only and do not limit MOC/LOC or CO order entry or cancellation before 3:45 p.m. DMMs
who wish to issue an Informational Imbalance Publication must obtain prior approval from a Floor Official
or qualified Exchange employee (see Rule 46.10) prior to issuance. Floor Official approvals to issue
Informational Imbalance Publications must be recorded in the Floor Official Request Tracking Engine
(“FORTÉ”). Members must state the proposed imbalance information and note any other relevant information
(e.g., average daily trading volume (“ADTV”), size, or degree of impact) in connection with the request.

2. Mandatory MOC/LOC Imbalance Publications at 3:45 p.m.

As soon as practicable after 3:45 p.m., any MOC/LOC imbalance of 50,000 shares or more for NYSE-listed
securities, and 25,000 shares or more for NYSE MKT-listed securities, will be published by the Exchange.
Other significant imbalances of lesser size (i.e., less than 50,000/25,000 shares but significant relative to
the ADTV of a particular security) may be published by the DMM with Floor Official or qualified Exchange
employee approval. As with Informational Imbalance Publications, Floor Official approvals to issue certain
Mandatory MOC/LOC Imbalance Publications must be recorded in FORTÉ and members should state the
proposed imbalance information and note any other relevant information (e.g., ADTV, size, or degree of
impact) in connection with the request.

In addition, any Informational Imbalance Publication issued prior to 3:45 p.m. must be updated. An imbalance
of 50,000 shares (NYSE)/25,000 shares (NYSE MKT), or more will be published. If there is an imbalance of
any lesser size that is significant relative to the ADTV of the stock, it may be published by the DMM with Floor
Official or qualified Exchange employee approval. If there is no such imbalance, a “no imbalance” indication
must be issued by the DMM.
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3. Mandatory MOC/LOC Imbalance Publications after a Trading Halt

If a trading halt is in effect at 3:45 p.m. but is lifted prior to the Close, any MOC/LOC imbalance of 50,000
shares (NYSE)/25,000 shares (NYSE MKT), or more will be published by the DMM as soon as possible after
the resumption of trading. Additionally, any imbalance of lesser size, if significant relative to the ADTV may
be published by the DMM as soon as possible after trading reopens, subject to prior Floor Official or qualified
Exchange employee approval. If the trading halt is not lifted before the Close, there will not be any imbalance
publications.

4. Exchange Publication of Order Imbalance Information

In addition to the Informational Imbalance and Mandatory MOC/LOC Imbalance Publications described
above, the Exchanges also make available real-time Order Imbalance Information prior to the Close in
accordance with Rule 123C(6). These publications take place approximately every five (5) seconds between
3:45 p.m. and 4:00 p.m. The Order Imbalance Information publications use a reference price in order to
indicate how many shares would be needed to close the security at that price, including MOC, marketable
LOC and CO orders. (For more information on how the reference price is determined, see Rule 123C(6)(a)
(iii)). Beginning at 3:55 p.m., the Order Imbalance Information publications also include stop orders, d-Quotes
and all other e-Quotes containing pegging instructions eligible to participate in the closing transaction.

As noted above, Order Imbalance Information publications are solely for informational purposes and off-
setting MOC/LOC interest must not be submitted in response to Order Imbalance Information publications.
Off-setting MOC/LOC interest may be submitted only as described in this memo in response to a Mandatory
MOC/LOC Imbalance Publication issued at 3:45 p.m. or after a trading halt in accordance with Rule 123C(2).

C. Printing the Closing Transaction

1. Rules 116.40 and 123C(8)

DMMs are reminded that the closing transaction must be printed consistent with Rules 116.40 and 123C(8)

and must accurately reflect both the closing price and closing volume when printing the closing transaction. 3

   Additionally, DMMs are reminded of their obligation to maintain a fair and orderly market pursuant to Rule
104.

2. Verbal Interest and e-Quotes at the Close

DMMs should take all interest, including verbal, e-Quoted and Display Book interest, into account when
formulating the Close. Depending on whether it is marketable or not, verbal interest may be handled
differently than e-Quoted interest at the Close. Marketable verbal interest is included with all market and MOC
interest at the Close, while limited verbal interest and e-Quotes are on parity with limit orders. DMMs are
reminded that verbal interest from a Floor broker should be handled one of two ways: entered into UTM by
NYSE Floor Operations staff or into the crowd field of the Closing template by the DMM.

Pursuant to Rule 342, members and member organizations must ensure that they have adequate written
policies, procedures and controls in place to detect, deter and prevent conduct inconsistent with the guidance
set forth above. Any member who believes that the above procedures have not been adhered to should
report their concern to the NYSE On-Floor Surveillance Unit.

3. Orders to Offset MOC/LOC Imbalances at the Close to Mitigate Price Disparity

Rule 902 (Off Hours Trading Orders) provides for entry of orders after the Close. Rule 902(a)(ii)(B) permits
DMMs to include in the calculation of the Close legitimate market interest that has agreed to offset all or part
of any MOC imbalance that existed prior to the Close at 4:00 p.m. The DMM's use of this offsetting interest
to minimize significant price dislocation on the Close will result in a closing-price coupled order between the
DMM and member, member organization or customer. If the member, member organization or customer
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agrees, the DMM may include this interest in offsetting an imbalance when setting the closing price and
increase DMM participation in the closing print to the extent of the new contra interest. In this way the DMM
will liquidate or cover the related dealer position, and the member, member organization or customer will
acquire the position. Such closing-price coupled orders are executed at the Ramp.

It is important to note that Rule 902 may not be relied on for the entry of an order after the Close when
there is no MOC/LOC imbalance or when the imbalance would not result in significant volatility and/or price
dislocation. In addition, it cannot be used if the Close has already been printed.

D. Extreme Order Imbalances at or Near the Close

In order to avoid significant dislocation in the closing price that may result from an order entered or
represented at or near the Close, Rule 123C(9) permits the Exchanges, on a security-by-security basis,
to temporarily suspend the hours of operation under Rule 52 so that offsetting interest may be solicited
from both on-Floor and off-Floor participants and entered to reduce the size of the imbalance. The order
acceptance cut-off time will be a time period designated by the Exchange. Offsetting interest is solicited
using Exchange Trader Updates as well as messages sent directly to Floor broker hand-held devices. These
Exchange-issued solicitation requests include information regarding security symbol, the imbalance amount
and side, the last sale price, and a designated order acceptance cutoff time (generally five minutes from
the issuance of the solicitation request). Offsetting interest submitted in response to an Exchange-issued
solicitation request must be a limit order priced no worse than the last sale, irrevocable and entered no later
than the order acceptance cut-off time indicated in the solicitation request. Exchange systems will accept
interest entered electronically in the named security after 4:00 p.m. only if Rule 123C(9)(a)(1) is invoked.

Exchange systems will not verify side or price and will not block post-4:00 p.m. cancellation of interest
submitted under this rule. Therefore, member and member organizations entering such interest are
responsible for ensuring compliance with the rule, such that the only interest that may be entered in response
to such a solicitation request is: (i) offsetting; (ii) a limit order priced no worse than the last sale price; and (iii)
not cancelled.

Rule 123C(9) also permits temporary suspension of the prohibition on the cancellation or reduction of a MOC/
LOC order after 3:58 p.m. where there is a legitimate error in such an order and the execution of the order
would cause significant price dislocation at the Close. See Information Memoranda 09-20 (May 5, 2009) and
10-52 (December 22, 2010).

Only the DMM assigned to a particular affected security may request relief under Rule 123C(9). A request
for relief under Rule 123C(9) must be approved and supervised by an Executive Floor Governor or qualified
NYSE employee and supervised by a qualified Exchange officer, as defined in Rule 48(d). All Rule 123C(9)-
related approvals must be recorded in FORTÉ.

IV. Adequacy of Operations and Supervisory Staff

All members and member organizations, including DMMs, should ensure that both operational and
supervisory staffing on and around the Expiration Day will be sufficient to monitor and process all orders,
regardless of the form in which they are received, as well as to handle the anticipated increased workload.
All members and member organizations should also review their systems to ensure that they have adequate
capacity to handle the expected increase in volume. For example, DMM firms should review their DMM Unit
algorithm to ensure that they meet their obligations to maintain a fair and orderly market. DMMs are reminded
to seek the advice of a Floor Official regarding any unusual situations as quickly as possible.

V. Supervision

A. Review of Policies and Procedures
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In view of increased automated order delivery, e-Quoting and automatic execution, members and member
organizations should carefully review their procedures as well as their supervisory systems for handling
orders in connection with the Expiration Day. Specifically, members and member organizations should review
their practices for handling orders at or near the Close. Reviews should include both manual orders and those
handled systemically, such as orders that are handled by a computer algorithm. In addition, members and
member organizations should take all necessary steps to ensure that the relevant trading and back-office
staffs are familiar with firm procedures for handling orders at or near the Close.

In addition, members and member organizations are reminded of their obligation to have adequate systems
and controls relating to the use of firm systems by correspondents or others. Please consult Information
Memo 11-13 (May 16, 2011) for more information.

B. Adequacy of Compliance Program

Members and member organizations are also reminded to ensure that they have a robust compliance
program that includes adequate written policies, procedures and supervisory controls to monitor for
compliance with Rule 123C and the guidance contained in this memo. Policies and procedures must be
adequate to ensure that all procedures related to MOC/LOC orders and orders entered at or near the Close,
are appropriately followed, and to detect and deter any actions that may violate NYSE, NYSE MKT and/or
SEC rules.

C. Due Diligence Requirements

Consistent with the requirements of Rule 405, before any order with instructions to participate at the Close
is transmitted to the Floor the member or member organization accepting the order must exercise due
diligence to learn the essential facts relative to the order, including the purpose and propriety of the at-the-
close instruction. In addition, an imbalance of orders at or near the Close, caused in part by the entry of such
orders, could lead to trading being halted in the security and such orders not receiving an execution.

D. Supervision to Prevent Improperly Affecting the Close

Members and member organizations must also ensure that their activity does not have the effect of artificially
impacting the closing price. Firms should review procedures utilized in connection with orders to be executed
at or near the Close with their traders and other order-entry personnel. Firms should also review systemic
order-entry functions (e.g., algorithms or “smart servers”) for compliance with the NYSE and NYSE MKT rules
and the provisions of this Information Memorandum. Firms should also review the provisions of Information
Memo 95-28 (July 10, 1995), which discusses trading near the Close and activity that would constitute
violations of NYSE and NYSE MKT rules, as well as federal securities laws.

In that connection, members and member organizations are reminded that, where a firm has committed to
purchase from (sell to) a customer at a price that is derived from the closing price (MOC orders) while also
reserving a significant position of its hedging or covering transaction to be executed at or near the Close, they
must operate with substantial care. If the transaction is completed in a manner that does not effectively place
the firm at market risk or if the transaction does not provide an opportunity for possible contra side interest
to develop and/or react to the activity, it would raise manipulative concerns and would operate as conduct
inconsistent with just and equitable principles of trade.

E. Compliance with Federal Securities Laws and Rules

In addition to complying with NYSE and NYSE MKT rules and policies, members and member organizations
should review all other applicable federal securities laws and regulations, including Section 9(a)(2) of the
Securities Exchange Act, Regulation SHO, Rule 10b-5 and Rule 15c3-5, as well as the margin and capital
rules. Firms must ensure that they have written policies, procedures, and supervisory controls reasonably
designed to detect and deter potentially violative conduct.
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Members and member organizations are reminded that failure to comply with any of the requirements
described in this memo may result in disciplinary action.

VI. Staff Contacts

Regulatory questions relating to this Information Memo should be addressed to:

• Stephen Larson, Senior Director, NYSE Regulation, stephen.larson@theice.com, 212.656.3830, or
• Sean Gilmartin, Director, NYSE Regulation, sean.gilmartin@theice.com, 212.656.3814.

Operations questions concerning this memorandum should be addressed to:

• Robert Airo, Senior Director, NYSE Operations, robert.airo@nyse.com, 212.656.5663, or
• Dennis Pallotta, Director, Operations, dennis.pallotta@nyse.com, 212.656.5236.

Attachments

Quick-Reference Page

NYSE/NYSE MKT Close

• MOC/LOC entry

- Must be entered by 3:45 pm, unless offsetting a published imbalance.
- Must be entered electronically.

• Cancellation of MOC/LOCs

- Can be cancelled after 3:45 pm only in cases of legitimate error.
- Cannot be cancelled after 3:58 pm, even if legitimate error.

• Mandatory MOC/LOC Imbalance Publication

- One regulatory MOC/LOC publication at 3:45 pm, done systemically
• Closing Offset (“CO”) Order

- Can be entered on either side of the market, at any time during the day.
- Can be used to offset any imbalance at the Close but does not yield to at price G orders.
* 
- Not guaranteed to participate; may participate only to offset imbalance if no other interest
is remaining to trade at the closing price on the same side of the CO order.
- Cannot swing balance to other side.
- Time priority basis with other CO orders on the same side of the market.
- Not included in the mandatory MOC/LOC imbalance publication.
- Subject to the same restrictions on cancelling as MOC/LOC orders, i.e., cannot be

cancelled after 3:58 pm, even if legitimate error ** 
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• Order Imbalance Data feeds (Proprietary Data product) to all customers (upstairs and Floor)

- Every 5 seconds beginning at 3:45 pm
- Compiled using:

• Reference price
• MOC/LOC imbalance and the side of the market
• At 3:55 pm, d-Quotes and all other e-Quotes containing pegging instructions

eligible to participate on the Close
• MOC/LOC paired quantity at reference price
• CO orders on the opposite side
• At-price LOC interest eligible to offset the imbalance.
• Price at which closing-only interest (MOC orders, marketable LOC orders and

CO orders on the opposite side of the imbalance) will execute in full
• Price where all orders eligible to trade on the Close would execute against

themselves and orders on the Book.
• d-Quotes for closing transactions must be entered by 3:59:50 pm.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  A "legitimate error" is an error in any term of a MOC/LOC order, such as price, number of shares, side,
or identification of the security. See Rule 123C(1)(c).

2  Imbalance publications include both MOC and marketable LOC orders (based on the last sale price
at the time the publication is made). See Rule 123C(1)(b) & (d), defining "Informational Imbalance
Publications" and "Mandatory MOC/LOC Imbalance Publications." For more information on how
imbalance publications are calculated, see Rule 123C(4).

3  For more information on the execution of orders at the Close, see Rule 123C(7).
*  G orders with a price equal to the closing price are the last interest eligible to offset a closing imbalance.

**  Except as provided in Rule 123C(9)(a).
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 16-08

Click to open document in a browser

June 1, 2016

   To: ALL NYSE AND NYSE MKT MEMBERS AND MEMBER ORGANIZATIONS

From: NYSE REGULATION

Subject: POLICIES GOVERNING CONDUCT ON PREMISES UNDER NYSE CONTROL, INCLUDING THE
TRADING FLOOR

This Information Memo reminds all members, member organizations, and their employees of the policies
governing conduct on New York Stock Exchange LLC (“NYSE”) premises, including the NYSE and NYSE
MKT Equities trading Floor (the “Floor”). These policies include the following:

• Floor Conduct and Safety Guidelines;
• Gambling Policy;
• Prohibition Against Firearms, Illegal Weapons, and Fireworks; and
• Non-Harassment Policy.

Member organizations should provide a copy of this memorandum to all Floor employees.

Where any act described below constitutes a serious violation of the Floor Conduct and Safety requirements,
where there are repeated violations, and/or where behavior may constitute harassment pursuant to the
Intercontinental Exchange, Inc. (“ICE”) Non-Harassment Policy (see Section IV, below), Floor Officials,
after consultation with NYSE Regulation staff (or, if the incident involves NYSE or ICE employees, Human
Resources), should not proceed under the Guidelines but rather refer the matter to NYSE Regulation or
Human Resources, as appropriate, for further review.

This Information Memo supersedes and replaces Information Memo 11-20 (July 1, 2011).

I. Floor Conduct and Safety Guidelines

The conduct of individuals on the Floor and other premises under NYSE control can significantly affect the
public's image of the quality, fairness and professionalism of the NYSE marketplace. In addition, the conduct
of individuals can impact the safety and welfare of others and the efficient conduct of business. For these
reasons, all persons, while on the Floor and other premises under NYSE control, shall not:

• Engage in any act or practice that may be detrimental to the interest or welfare of the Exchange; or
• Engage in any act or practice that may serve to disrupt or hinder the ordinary and efficient conduct

of business; or
• Engage in any act or practice that may serve to jeopardize the safety or welfare of any other

individual.

All members, member organizations and their Floor employees should familiarize themselves with the
following requirements and the penalties that may be imposed by Floor Officials where violations of these
requirements have occurred.

Conduct on the Floor and Other Premises under NYSE Control

All member organization Floor employees, non‐members as well as members, are subject to monetary
fines for the following activities. Denial of Floor access may also be appropriate in a given circumstance.
Floor Officials may weigh all relevant facts and circumstances, including the severity of the conduct and any
extenuating circumstances, in determining the appropriate penalty.
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Two Floor Officials

Two Floor Officials, at least one of whom is an NYSE Staff Governor, Executive Floor Governor, Floor
Governor, Executive Floor Official, or Senior Floor Official may impose a penalty against any member or Floor
employee of a member organization for engaging in the following conduct:

• Roughhousing

Roughhousing, i.e., consensual rough play or kidding around which involves physical contact without intent to
harm, is unprofessional. Fines for roughhousing are:

• first offense: $500
• second offense: $1,000

Nonconsensual physical altercations (e.g., fighting) are not roughhousing and are not covered by these
Guidelines. Such conduct may be subject to informal or formal discipline action.

• Damage or Abuse of Floor Facilities or Equipment

Floor facilities and equipment includes but is not limited to the Display Book, the Broker Booth Support
System, Broker Handhelds, NYSE computers and screens, and telephones located at posts and booth
locations. Individuals damaging Floor facilities and equipment are subject to the following fines:

• first offense: $500
• second offense: $1,000

Individuals are also liable for repair or replacement costs plus losses resulting from equipment unavailability
during repair or replacement.

Where individual responsibility for damage cannot be determined, the member organization will be subject to
the following fines:

• first offense: $1,000
• second offense: $2,000

Firms are also liable for repair or replacement costs plus losses resulting from equipment unavailability during
repair or replacement.

• Use of Artificial Noisemakers, Air Horns or Electronic Amplifiers

Use of artificial noisemakers, air horns or electronic amplifiers is disruptive and unprofessional. Possession or
use of such items will result in the following fines:

• first offense: $500
• second offense: $1,000

• Failure to Cooperate with NYSE Security Personnel

The NYSE Security Department is responsible for the safety of all persons on premises under NYSE control.
Cooperation with NYSE Security is essential. Failure to cooperate with NYSE Security will result in the
following fines:

• first offense: $500
• second offense: $1,000

• Orderly Evacuation of Trading Floor

Actions jeopardizing the safety or welfare of others during a Floor evacuation, including refusal to immediately
depart the Floor, use an assigned emergency exit, immediately depart the building, and/or go to an assigned
staging area, is impermissible and will result in the following fines:

• first offense: $500
• second offense: $1,000
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One Floor Official

One Floor Official may impose a penalty for engaging in the following conduct:

• Practical Jokes

Practical jokes are unprofessional and strictly prohibited on the Floor. Engaging in practical jokes will result in
the following fines:

• first offense: $250
• second offense: $500

Where the practical joke is harassing, the conduct should be addressed pursuant to the Non‐Harassment
Policy. See Section IV, below.

• Abusive or Indecorous Language and/or Behavior

Abusive or indecorous language and/or behavior is unprofessional and unacceptable on premises under
NYSE control. Such speech or actions will result in the following fines:

• first offense: $500
• second offense $1000

Where the language or behavior is harassing, the conduct should be addressed pursuant to the Non-
Harassment Policy. See Section IV, below.

• Display/Circulation of Inappropriate Written or Graphic Material

The display or circulation of written material or graphic images, including among other things, pictures or
cartoons, which are harassing, inappropriate, offensive, and/or lewd, is strictly prohibited. This prohibition
extends to electronically displayed material such as screen savers and other electronically displayed images
in e-mails or instant message applications. Sending inappropriate e-mails or other electronic messages are
also prohibited. Display or circulation of inappropriate written or graphic material will result in the following
fines:

• first offense: $500
• second offense: $1000

Where the displayed or circulated material is harassing, the conduct should be addressed pursuant to the
Non-Harassment Policy. See Section IV, below.

• Registration and Identification

○ Display of Proper Identification When Entering and While on the Floor

Members and Floor employees of member organizations are required to show their NYSE-issued photo
identification card when entering the building. The identification card must also be prominently displayed, with
the photo visible, while on NYSE premises including the Floor. Use of a Floor badge belonging to another
member or Floor employee to enter or exit the Floor is also strictly prohibited. Failure to comply with these
requirements will result in following fines:

• first offense: $250
• second offense: $500

○ Employment of Clerical Personnel

Visitor's badges are not acceptable identification cards for Floor employees. All Floor employees of member
organizations must be properly registered with the NYSE and approved prior to admittance to the Floor.
Floor employees of member organizations are required to file electronically with Web CRD©. Temporary
Floor employees (including temporary trading assistants) are subject to the same registration and other
requirements as all other Floor employees. (A package containing all required forms and instructions may
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be obtained from FINRA's Qualifications and Registrations Department.). Failure to comply with these
requirements will result in the following fines:

• first offense: $1,000
• second offense: $2,000

○ Surrender of Exchange-Issued Identification Card

Pursuant to Rule 35.80, members and member organizations must notify the NYSE Security Office
immediately but not longer than 24 hours after a member's or Floor employee's termination, cancellation of
an Exchange-issued identification card prior to expiration, or re-assignment to non-Floor functions. Members
and member organizations must also surrender the NYSE-issued identification card within 24 hours of
the termination, cancellation or re-assignment. Failure to comply with these requirements will result in the
following fines:

• first offense: $1,000
• second offense: $2,000

• Visitors

Members and member organizations assume full responsibility for visitors to the Floor and must take
reasonable steps to ensure compliance with the policies outlined herein, including the dress code policy.
Members or properly designated member firm Floor employees (such as Listed Company Relations or
Customer Relations staff) must escort and accompany visitors throughout their entire visit, taking particular
care to avoid highly active areas (including active crowds and fringe areas of activity).

A member organization's failure to comply with these requirements will result in the following fines:

• first offense: $500
• second offense: $1,000

An individual's failure to comply with these requirements will result in the following fines:

• first offense: $250
• second offense: $500

○ Issuance and Surrender of Visitor's Pass

Members or member organizations sponsoring a visitor to the Floor must obtain approval from the office of
External Relations and Security. Requests must be sent to NYSE-TradingFloorVists@theICE.com.

Member firms should seek approval from NYSE Corporate Affairs (CorporateAffaris@nyse.com) before
scheduling Government officials, non-US Government officials, and any high profile public guests.

Note: Visitors to the Trading Floor must be at least 14 years old.

○ Visitor Dress Requirements

All visitors to the Floor must comply with the applicable Code of Personal Appearance and Dress Code (see
below).

Unauthorized Photography, Video and/or Audio Recording, Personal Cell Phone Usage and Texting

Flash photography, video and audio recording, cell phone usage and texting are not permitted on the Floor.
Failure to abide by this prohibition or tolerating a member-sponsored visitor engaging in prohibited activity will
result in the following fines:

• first offense: $250
• second offense: $500

• Representation on the Floor
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All members or member organizations having a telephone space on the Floor must designate a
representative on the Floor between 30 minutes prior to the open and 30 minutes after the close, or such
other period as may from time to time be prescribed by the NYSE, or until all reports due the member
organization have been received, whichever is later. DMM representatives should have access to the unit's
books and records. All representatives must have the authority to resolve and close out open or questioned
items. Failure to adhere to these provisions by a member organization will result in the following fines:

• first offense: $1,000
• second offense: $2,000

• Unauthorized Solicitation or Sale of Goods or Services

Sale or solicitation of products or services on the Floor must be authorized by an NYSE Staff Governor,
Executive Floor Governor, Floor Governor, Executive Floor Official, or Senior Floor Official. Failure to adhere
to this guideline will result in the following fines:

• first offense: $250
• second offense: $500

• Smoking

Smoking, including the use of e-cigarettes, and chewing tobacco are strictly prohibited on all NYSE premises,
including the Floor. Failure to abide by this prohibition will result in the following fines:

• first offense: $250
• second offense: $500

• Running

Running is prohibited at all times on the Floor. Failure to abide by this prohibition will result in the following
fines:

• first offense: $250
• second offense: $500

• Possession/Consumption of Alcoholic Beverages

Possession and/or consumption of any alcoholic beverage on the Floor during business hours as defined in
Rule 51 is strictly prohibited. Failure to abide by this prohibition will result in the following fines:

• first offense: $250
• second offense: $500

• Food and Drink

Food and drink, while allowed on the Floor, should be consumed at the booth or post. Food and drink may
not be brought into the crowd or consumed while walking across the Floor. Failure to comply with these
limitations will result in the following fines:

• first offense: $250
• second offense: $500

Code of Personal Appearance and Dress Code 1 

Members and Floor employees of member organizations are required to dress professionally and adhere to
the following dress code, as the Exchange may from time to time modify. All garments must be reasonably
pressed and not wrinkled.

Male Personnel

All male personnel are expected to wear suitable attire as follows:
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A dress shirt, buttoned at the collar, with a dress tie knotted at the customary place, i.e., snug to the collar; full
length dress trousers or slacks; jeans or other sport slacks are not permitted; a jacket with long sleeves (An
acceptable jacket shall include a suit, sport coat, blazer or solid color office jacket). Vests without a jacket are
not permitted.

Male Guests

Dress code for visitors is business casual. Suit, Sport Coat or Jacket should be worn, but a tie is not required.
A dress, collared golf/polo shirt or turtleneck is acceptable. T‐Shirts, tank tops or other casual shirts, jeans
and shorts are not acceptable.

Female Personnel and Guests

All female personnel and guests are expected to wear suitable business attire as follows: Skirts and dresses
should be worn at appropriate business lengths.

Blouses, shirts, sweaters and tops should be of appropriate style and shall exclude informal wear. Pants and
slacks should be full length dress slacks. Jeans and shorts are not acceptable.

Male and Female Requirements

Footwear should be confined to those that are comfortably heeled and considered safe. Shoes should also be
appropriate styles for a businesslike environment. (Black sneakers are acceptable). Flip flops, causal beach
or boat shoes, and other extreme styles are not permitted. Shoes must be worn at all times on the Floor,
including in the booth or behind the post.

Men must wear socks. Women should use their judgment depending on the style of clothing worn.

Summer Attire

The standards of dress outlined above will apply throughout the year, however on Fridays during the summer
months (from Memorial Day through Labor Day) the Exchange has loosened the dress code requirements.
A sport coat, vest or jacket may be worn, but a tie is not required. A dress, collared golf/polo shirt is also
acceptable.

Grooming

Beards, Mustaches, and Sideburns should be neatly trimmed. Hair should be neatly maintained. Failure to
comply with these requirements will result in the following fines:

• first offense: $250
• second offense: $500

Procedures for Handling Violations

When a Floor Official, Senior Floor Official, Executive Floor Official, Floor Governor, NYSE Staff Governor
or Executive Floor Governor observes or receives information of a possible violation of the Floor Conduct
and Safety Policy requirements, and determines, after appropriate inquiry, that a violation has occurred, the
following steps should be taken:

• The Floor Official, Senior Floor Official, Executive Floor Official, Floor Governor, NYSE Staff
Governor or Executive Floor Governor shall determine if there have been any prior offenses.

• The Floor Official, Senior Floor Official, Executive Floor Official, Floor Governor, NYSE Staff
Governor or Executive Floor Governor shall inform the individual or firm involved (and NYSE
Regulation) of the penalty.

• In cases involving denial of Floor access, the Floor Official, Senior Floor Official, Executive Floor
Official, Floor Governor, NYSE Staff Governor or Executive Floor Governor shall inform NYSE
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Security. NYSE Security should deactivate the Exchanger]issued identification card at the close of
trading on the day on which the individual is notified of the suspension.

• Fines are payable to the New York Stock Exchange and should be delivered to NYSE Floor
Operations staff at the Executive Ramp at 11 Wall Street within three business days. Failure to pay
fines in a timely manner may result in revocation of Floor access.

If an individual seeks to contest a determination, an NYSE Staff Governor or Executive Floor Governor
not involved in the original determination (or, if all NYSE Staff Governors and Executive Floor Governors
are absent, a Floor Governor, Executive Floor Official, or Senior Floor Official not involved in the original
determination) should arrange for a panel of three Floor Governors, Executive Floor Officials, or Senior Floor
Officials not involved in the original determination to review the action. Both the individual and the Floor
Official, Senior Floor Official, Executive Floor Official, Floor Governor, NYSE Staff Governor or Executive
Floor Governor involved in the original determination must appear before the three person panel. If the panel
concurs that a violation occurred and the individual disagrees, the next level of appeal would be the NYSE
Board of Directors Committee for Review. NYSE Regulation should be informed of all appeal review requests
and results.

II. Prohibition on Gambling

Promoting or participating in certain gambling activities on the Floor or other premises under NYSE control is
strictly prohibited by the Floor Conduct and Safety Guidelines and NYSE and NYSE MKT Rules (“NYSE and
NYSE MKT Rules and Policies”).

Gambling is a criminal offense in New York and also a violation of NYSE and NYSE MKT Rules and Policies.
It may be unlawful for a person, in a capacity other than as a participant or “player,” to operate, promote or
advance a gambling enterprise or activity with the agreement or understanding that he or she will receive
money, property or otherwise share in the proceeds of the gambling activity pursuant to the Agreement or
understanding.

Any remuneration or payment, including tips or gratuities to the individual advancing or promoting the
gambling activity made pursuant to any custom or practice, can constitute an agreement or understanding
to participate in the proceeds of gambling activity. For example, a sporting event pool where the participants
purchase participation in the pool and each of the persons who win pay the person who organizes and
promotes the pool an amount of money equal to a percentage of their winnings would be criminal and violate
NYSE and NYSE MKT Rules and Policies. Other examples of prohibited gambling activity include schemes
such as bookmaking, numbers games, or other organized for‐profit betting activity relating to sporting
activities, other outside events or games of chance.

Telephones, computers, or other communications devices or business equipment located on the Trading
Floor or other premises under NYSE control may not be used for any prohibited gambling activities. Further,
the display or visible possession of gambling devices such as pool boxes, betting slips, etc. used in any
gambling activity is also strictly prohibited on the Floor or other premises under NYSE control.

Members and member organizations are reminded that the Floor Conduct and Safety Guidelines require that
all persons, while on the Floor or on other premises under NYSE control, refrain from engaging in any act or
practice that may be detrimental to the interest or welfare of the NYSE.

If you have any questions about whether a particular activity is prohibited, you should consult with your firm's
compliance officer, senior manager, and/or legal counsel.

III. Policy Prohibiting the Possession of Firearms, Illegal Weapons and Fireworks

The NYSE is committed to maintaining a safe and secure working environment. Accordingly, possession
of any firearm, ammunition, or weapon prohibited by the New York State Penal Law, New York City
Administrative Code, or any other applicable federal, state or local law, or the possession of any other item
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considered dangerous by NYSE Security, including fireworks, is strictly prohibited on NYSE premises,
including the Floor. Possession of a valid firearms permit does not waive or modify this policy. Violations
of this policy can result in arrest, detention, expulsion from NYSE premises or facilities, and/or disciplinary
action.

IV. Non‐Harassment Policy

In accordance with applicable law, ICE prohibits harassment on the basis of race, color, religion, sex, national
origin, age, disability, genetic information or any other characteristic protected by law. ICE believes in an open
and inclusive workplace where employees can work productively without concern for harassment or bullying
at any time. Regardless of whether conduct is strictly illegal under applicable law, harassment and bullying in
any form will not be tolerated. All such harassment will not be tolerated.

Sexual Harassment Defined

With respect to sexual harassment, ICE prohibits the following:

A. Unwelcome sexual advances, requests for sexual favors, or visual, verbal, or physical conduct
of a sexual nature, especially where (1) submission to the conduct is explicitly or implicitly made
a term or condition of employment; (2) submission to or rejection of the conduct is used as basis
for employment decisions affecting the individual; or (3) the conduct has the purpose or effect of
unreasonably interfering with the employee's work performance or creating an intimidating, hostile,
or offensive working environment.

B. Offensive comments, jokes, innuendos, and other sexually oriented statements.

Examples of the types of conduct expressly prohibited by this policy include, but are not limited to, the
following:

• Unwanted sexual advances;
• Offering employment benefits in exchange for sexual favors;
• Making or threatening reprisals after a negative response to sexual advances;
• Visual conduct such as leering, making sexual gestures, or displaying sexually suggestive objects,

pictures, cartoons, or posters;
• Verbal conduct such as making or using derogatory comments, epithets, slurs, sexually explicit

jokes, or comments about any employee's body or dress;
• Verbal sexual advances or propositions;
• Verbal abuse of a sexual nature, graphic verbal commentary about an individual's body, sexually

degrading words to describe an individual, or suggestive or obscene letters, notes, or invitations;
• Physical conduct such as touching, assault, or impeding or blocking movements;
• Retaliation for reporting harassment or threatening to report harassment;
• Sending inappropriate or hostile e-mails or other electronic messages; and
• Any other behavior deemed inappropriate by ICE.

Individuals Covered

This policy prohibits harassment on the job whether it involves coworker harassment, harassment by a
manager, or harassment by persons doing business with or for the Company.

In addition to applying to all NYSE employees, the Exchange's policy prohibits discrimination, including
harassment, and retaliation by other persons on Exchange premises, including, but not limited to, members;
employees of member organizations who work on the Trading Floor; persons whose services are temporarily
utilized by the NYSE or a member organization; and persons not directly related to the NYSE who may visit
the trading Floor, including, for example, a vendor, consultant, customer, or guest. The recipient, as well as
the initiator, of allegedly harassing behavior may belong to any of these groups.
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Members, employees of member organizations, and other persons subject to the jurisdiction of the NYSE
who are found to have engaged in harassment or any other conduct that violates this policy will be subject to
appropriate disciplinary action in accordance with NYSE and NYSE MKT Rules.

Complaint Procedure

Each member of management is responsible for creating an atmosphere free of discrimination and
harassment, sexual or otherwise. Further, employees are responsible for respecting the rights of their
coworkers. If you believe you have experienced any job-related discrimination or harassment based on
your race, color, religion, sex, national origin, age, disability, genetic information or any other characteristic
protected by law, or if you are aware of the discrimination or harassment of others, promptly report the
incident to your manager, to any other manager, or to the Human Resources Department.

This policy applies to all incidents of alleged discrimination or harassment, including those which occur off-
premises, or off-hours, where the alleged offender is a supervisor, coworker, or even a nonemployee with
whom the employee is involved, directly or indirectly, in a business or potential business relationship. If you
do not receive a satisfactory resolution after reporting any incident of what you perceive to be discrimination
or harassment, please contact the Human Resources Department or the Chief Executive Officer. Your
complaint should be as detailed as possible; including the names of individuals involved, the names of any
witnesses, direct quotations when language is relevant, and any relevant documents.

Please understand that ICE takes complaints of discrimination and harassment seriously. Thus, there is
no need to follow any formal chain of command when filing a complaint and you may bypass anyone in
your direct chain of command and file your complaint or discuss or express any issue of concern with any
manager or anyone in the Human Resources Department. Any complaint of unlawful discrimination or
harassment will be subjected to an immediate, thorough, and objective investigation. To the extent practical,
the Company will attempt to preserve the confidentiality of all interested parties in the investigation. Following
a prompt, effective and reasonable investigation, the Company will take all appropriate remedial action. Such
actions may include discipline, up to and including termination of employment, for any person the Company
reasonably believes engaged in unlawful discrimination or harassment.

All employees have a duty to report any conduct which they believe violates this policy. In addition, every
employee has a duty to cooperate with any investigation conducted or authorized by the Company. ICE
will not retaliate against any employee for using this complaint procedure or for filing, testifying, assisting,
or participating in any manner in a Company investigation or any investigation, proceeding, or hearing
conducted by a governmental enforcement agency.

Additionally, the Company will not tolerate any retaliation against any employee who complains of prohibited
discrimination or harassment or who participates in an investigation.

If either the complainant or the person against whom the allegation or complaint of harassment,
discrimination, or retaliation on NYSE premises is made is a member, employee of a member organization,
or other person subject to the jurisdiction of the NYSE, it should promptly brought to the attention of any
Floor Official and/or NYSE Regulation. If either the complainant or the person against whom the allegation
or complaint of harassment, discrimination, or retaliation on Exchange premises is made is an employee of
NYSE or NYSE Regulation, it should promptly be reported to Human Resources.

Policy Implementation

To assist the NYSE in maintaining a workplace throughout its premises, including the Trading Floor, that
is free of discrimination, harassment, and retaliation, members and member organizations must educate
their personnel, including their partners, employees, and agents on the trading Floor, about this policy, and
periodically review it with them. NYSE will vigorously enforce this policy.
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Finally, this policy may not be used as a basis for excluding or separating individuals from participating in
business or work‐related social activities or discussions in order to avoid allegations of harassment.

V. Staff Contacts

General questions about the foregoing policies should be directed to:

Sean T. Gilmartin, Director, NYSE Regulation, 212.656.3814; or

Nicholas Brigandi, Managing Director, 212.656.4533; or

Rudolfo Mass, Managing Director, 212.656.4625.

Where specific contacts are noted within the body of a policy, the individual named should be contacted.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  The section is based on the revised Code of Personal Appearance contained in the Floor Conduct and
Safety Guidelines filed with the SEC in 2000. See Release No. 34-43596; File No. SR-NYSE-00-43.
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May 24, 2016

   TO: DMMS AND DMM FIRM COMPLIANCE PERSONNEL ALL DMMS AND DMM ORGANIZATIONS

FROM: NYSE REGULATION

SUBJECT: REMINDER TO PROPERLY ENTER REASON CODES FOR MANDATORY INDICATIONS
UNDER NYSE RULE 123D

I. Purpose

The purpose of this Information Memo is to remind NYSE and NYSE MKT DMMs and DMM units of their
responsibility to enter the correct reason code into the Display Book when publishing either an opening price
indication or halting a stock.

II. Background

Rule 123D(b) requires the dissemination of an indication with any delayed opening (i.e., a security that has
not opened or been quoted by 10:00 a.m. ET) or if the opening price will result in a significant price change
from the previous close:

• For securities under $10, a price change that will be equal to or greater than $1;
• For securities between $10 and $99.99, a price change that will be equal to or greater than the

lesser of 10% or 3 points; and
• For securities trading at $100 or more, a price change equal to or greater than $5.

Currently, DMMs can enter Rule 123D mandatory indications or opening delays directly from the Display
Book. It is the DMM's responsibility to use the correct reason code when entering an indication. As such, the
DMM should be familiar with the appropriate reason codes used to either indicate a stock or to halt a stock
under Rule 123D.

III. Ability to Publish Indications under NYSE Rule 123D from Display Book

DMMs may enter Rule 123D mandatory indications through the Mandatory Indication Template, which is
available via a soft key option in the Pre-Opening Indication template. When entering a Rule 123D mandatory
indication through the Mandatory Indication Template at or after 9:30 a.m., a DMM will first be required to
effect an opening delay, including entering a rationale for the opening delay (news dissemination, news
pending, order imbalance or equipment changeover), and the badge number of the Floor Official approving
the opening delay, prior to effecting an indication. It is incumbent upon the DMM to properly code the
rationale for the delay. Specifically, a “news dissemination” or “news pending” reason code should be used
only if directed by Exchange staff that a security should be subject to a regulatory halt. If the reason for a
delayed opening is because of an order imbalance, the appropriate rationale is “order imbalance.” Failure to
enter the correct code may result in a disciplinary action against the DMM or the member organization
operating the DMM unit, or both.

If a DMM submits an opening delay in order to publish a Rule 123D mandatory indication, the DMM will need
prior approval from the Floor Official to resume opening the security.

DMMs should be aware of the following points regarding the halt/indication functionality:

• Although DMMs are able to post a mandatory indication or effect an opening delay directly from the
Display Book, NYSE Rule 123D still requires that a DMM obtain approval for the indication from a
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Floor Official (bank or brokerage stocks require approval from an Executive Floor Governor, or, in
his or her absence, a Floor Governor or Senior Floor Official) as well as the opening delay. Such
approvals must be documented pursuant to the procedures set forth in MEB 2006-24.

• DMMs should carefully review the time parameters for mandatory indications that are set out in
Rule 123D. A DMM posting a mandatory indication will be responsible for keeping track of the
time of such mandatory indication, and for waiting the required time before opening the security.
In designing supervisory procedures, DMM units should not rely on the Display Book to prevent
violations of these timeframes.

• DMMs are responsible for publishing updated indications pursuant to Rule 123D in the event
that the opening will be outside the first indication or if the first indication had a wide spread. In
designing supervisory procedures, DMM organizations should not rely on the Display Book to
prevent violations of this requirement.

After publishing an opening delay (or after the security has been halted and not resumed), DMMs should
keep in mind that the “Resume” message goes out automatically upon opening the stock.

The DMM should make every effort to publish an indication using the procedures outlined above.

IV. Staff Contacts

Questions regarding Display Book functionality should be directed to:

Dennis Pallotta, Director, NYSE Floor Operations, at (212) 656-5236, dennis.pallotta@nyse.com

Questions regarding the requirements of NYSE Rule123D should be directed to:

Sean T. Gilmartin, Director, Market Surveillance, at (212) 656-3814, sean.gilmartin@theice.com

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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May 16, 2016

   To: ALL NEW YORK STOCK EXCHANGE LLC (“NYSE”) and NYSE MKT LLC (“NYSE MKT”) MEMBERS
and MEMBER ORGANIZATIONS

ALL NYSE ARCA, INC. (“NYSE ARCA”) OTP HOLDERS and OTP FIRMS

ALL NYSE AMEX OPTIONS LLC ATP HOLDERS

ALL NYSE ARCA EQUITIES, INC. ETP HOLDERS

(collectively, “Members”)

From: NYSE REGULATION

Subject: DISRUPTIVE ACTIVITIES VIOLATIVE OF THE FEDERAL SECURITIES LAWS AND RULES OF
THE NYSE, NYSE MKT AND NYSE ARCA (COLLECTIVELY, “NYSE EXCHANGES”)

Introduction

Critical responsibilities of each of the NYSE Exchanges include promoting just and equitable principles of

trade, preventing fraudulent and manipulative acts and practices, and promoting free and open markets. 1  
Our Members are important partners in fulfilling these missions and in preserving the safety and integrity of
our markets. The purpose of this bulletin is to assist our Members in identifying activity that may disrupt our
markets and undermine investor confidence.

In keeping with these obligations, we remind Members that they should not engage in or effect trading or
quoting activity that improperly disrupts the trading of securities on any of the NYSE Exchanges (“Disruptive
Activity”). Members who participate in or enable such conduct may be in violation of the federal securities
laws and/or the rules of the NYSE Exchanges, including but not limited to:

• Exchange Act Section 10(b) and Rule 10b-5 thereunder (fraudulent and deceptive practices)
• Exchange Act Section 9(a), NYSE and MKT Rules 6140(b) and MKT Rule 995NY (wash trade

prohibitions)
• Exchange Act Rule 15c3-5 (market access requirements)
• NYSE, MKT and Arca Equities and Options Conduct Rules 2010 (commercial honor, good business

practice and just and equitable principles of trade)
• NYSE, MKT and Arca Equities and Options Conduct Rules 2020 (manipulative, deceptive or other

fraudulent devices)
• NYSE and Arca Equities and Options Conduct Rules 5210 (bona fide transactions and quotations)
• NYSE and MKT Conduct Rules 6140 (other trading practices)
• NYSE and MKT Rules 3110, 3120 and 3130, MKT Rule 320, Arca Equities Rule 6.18 and Arca

Options Rule 11.18 (failure to reasonably supervise and failure to keep current a system of controls
reasonably designed to achieve compliance)

The NYSE Exchanges will vigorously enforce these and other provisions and rules, and will take appropriate
disciplinary action against Members when warranted.

Disruptive Activity Generally

A great deal of attention has been focused on such practices as “spoofing” and “layering,” including
discussion as to what these terms specifically mean. It is important to remember, however, that there
are countless ways in which firms may engage in Disruptive Activity (regardless of what labels are
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used to describe it). As technology advances and markets change, new trading strategies may evolve
that compromise and undermine the fairness and safety of our markets. Accordingly, Members should
continuously consider whether their trading—or that of their customers to whom they provide market access
—constitutes Disruptive Activity or otherwise violates the federal securities laws or rules of the NYSE
Exchanges.

The NYSE Exchanges will consider numerous factors (taken alone or in combination) when considering
whether or not trading constitutes Disruptive Activity. Such factors may include:

• Harm to investors
• Harm to the market
• Interruption of orderly trading
• Disruption of fair execution of transactions
• Distortion in the price discovery process
• Effects on other market participants
• Misleading orders or other behavior
• Hidden orders as part of a scheme
• Creation of false appearance in the market for a security
• Establishment of unequal markets
• Creation of artificial pressure or artificially high or low prices
• Comparison of other contemporaneous orders, bids, offers and trades
• Change in best offer price, best bid price, last sale price or other price that results from the entry of

the order
• Interjection of volatility
• Size and number of orders
• Unnecessary cumulative orders
• Ability to manage risk if orders executed
• Length of time orders are in the market
• Repeated instances of canceling orders
• Incidences of messages not acted upon
• Past and current pattern and practice of activity by member in related markets 2 

This list is by no means exhaustive. Nor does the absence of any factor or factors from activity indicate that
it is not disruptive. By the same token, presence of one or more of the factors does not necessarily mean
activity is disruptive and actionable.

Disruptive Activity can result from conduct that is intentional, reckless or negligent. When a Member engages
in Disruptive Activity, NYSE Exchanges will consider a Member's state of mind in deciding whether and how

to pursue disciplinary action. 3 

Discussed below are certain situations that can constitute Disruptive Activity, including: (1) non-bona fide
trading; (2) other manipulative activity; and (3) non-manipulative activity. However, as discussed above,
whether NYSE Exchanges will consider a trade or a pattern of trading to be Disruptive Activity will depend on
the specific facts and circumstances of the situation.

Non-Bona Fide Trading as Disruptive Activity

A long-standing principle in the equity and options markets is that Members should only enter bona fide
orders. In addition, Members have an obligation to prevent the customers, to whom they provide access from
engaging in improper conduct, including the entry of non-bona fide orders. Quoting should be done to enable
trading. Orders should be entered to be filled. Placing quotes or entering orders should be done to change
positions, not to induce another participant to trade, affect a price or create misleading conditions. Non-bona
fide trading has generally been considered to be potentially disruptive and violative.
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The NYSE Exchanges understand that some orders do not get filled or are modified or cancelled in light of
a perceived or real change in circumstances. Though such activity may not necessarily and inherently be
problematic, if a trader is entering non-bona fide orders, this could constitute Disruptive Activity and may
violate the federal securities laws and/or the rules of the NYSE Exchanges.

Other Manipulative Disruptive Activity

The entry of non-bona fide orders is just one class of Disruptive Activity. The NYSE Exchanges also consider
manipulative activity to be disruptive to our markets. Examples of other kinds of manipulative activity may
include situations where:

• A party attempts to influence the closing price of a security by executing purchases or sales just
prior to the close of trading in order to artificially inflate or depress the closing price.

• A party initiates a series of orders and trades in an attempt to ignite a rapid price move up or down
and encourage others to exacerbate price volatility in order to create an opportunity to unwind/open
a position at a favorable price.

• One or more parties arrange to be contra parties to a transaction at pre-determined prices without
exposure to market risks.

These examples are only illustrative and by no means exhaustive of activity that is manipulative and
disruptive, and therefore potentially violative.

Non-Manipulative Disruptive Activity

Trading activity does not have to be manipulative in order to be disruptive. Indeed, even non-manipulative
activity can disrupt our markets and harm market participants. One such example can be where:

• A party unnecessarily enters a large number of messages, orders, and/or cancellations or updates
to orders, which may create uncertainty for other participants or slow down their processes.

As trading gets faster and algorithms grow more complicated, even unintentional mistakes (such as not

catching an error in code) can result in disruptions to our markets. 4 

Conclusion

The promotion of fair and orderly markets is critical to Members, listed companies and investors alike. The
disruption of our markets, in violation of the federal securities laws and rules of the NYSE Exchanges, not
only harms our exchanges and their participants, but also tarnishes the public's faith in our financial system.
The NYSE Exchanges are committed to working with our Members to promote just and equitable principles
of trade. But, when warranted, the NYSE Exchanges will pursue appropriate actions necessary to stop and
address Disruptive Activity.

Should you have any questions about this memorandum, please contact NYSE Regulation at
NYSERegulation@theice.com.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act of 1934 ("Exchange Act"), Section 6(b)(5).
2  See, e.g., Nasdaq Business Conduct Rules: Frequently Asked Questions, available at http://

www.nasdaqtrader.com/Content/FAQBusinessConductGuidelines.pdf.
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3  In addition, some rules explicitly prohibit certain activities or transactions. Pursuant to those rules, the
NYSE Exchanges may bring disciplinary action, regardless of a Member's state of mind.

4  See Exchange Act Rule 15c3-5 (the market access rule).
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April 12, 2016

   TO: NYSE and NYSE MKT TRADING FLOOR MEMBER ORGANIZATION

FROM: NYSE REGULATION & CLIENT RELATIONSHIP SERVICES

SUBJECT: NEW REGISTRATION AND EXAM REQUIRMENTS FOR FLOOR CLERKS

I. Background

NYSE and NYSE MKT Equities (“the Exchanges”) have amended the registration and examination
requirements applicable to NYSE Trading Floor Clerks. NYSE Trading Floor Clerks are individuals handling
orders on behalf of a NYSE and NYSE MKT Equity Member Organization.

II. What's Changing?

The Trading Assistant (“TA”) registration has been replaced with the Floor Clerk – Equities (“FL”) registration.
The Series 25 exam has been eliminated. The Series 19 exam has become the pre-requisite for Floor Clerks.
The Series 15 exam has been renamed as the Series 19 exam.

NYSE Client Relationship Services will be making registration changes for NYSE and NYSE MKT Equities
on Web CRD to reflect the appropriate registrations. Member Organizations do not need to take any action in
this regard.

As of 4/18/2016, NYSE Floor Individuals will require the below registrations:

• Floor Employees – FE
• Floor Clerks (formerly Trading Assistants) – FL
• Members – ME
• Substitute Members – ME and FL (FE will be removed)

Your registration contacts may receive notifications generated from Web CRD regarding these changes. If
there are any questions please reach out to crs@nyse.com.

III. What is required Going Forward?

To qualify as a new Floor Clerk “FL”, an individual must:

• Complete the Member / Floor Clerk Application
• Request the “FL” registration on Web CRD
• Complete the NYSE Floor Orientation Program and Series 19 exam or receive a waiver (Individuals

that have previously passed the Series 25 or 15 and have been an active Floor Member or Clerk in
the past 2 years are not required to take the Series 19)

• Have fingerprints posted to Web CRD and cleared with your firm

To qualify as a new Member/Substitute Member “ME”, an individual must:

• Complete the Member / Floor Clerk Application
• Request the “ME” registration on Web CRD (and also request the “FL” registration to qualify as a

Substitute Member)
• Complete the NYSE Floor Orientation Program and Series 19 exam or receive a waiver (Individuals

that have previously passed the Series 15 and have been an active Floor Member or Clerk in the
past 2 years are not required to take the Series 19)
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• Have fingerprints posted to Web CRD and cleared with your firm

To qualify as a new Floor Employee “FE”, an individual must;

• Complete the Floor Employee Application
• Request the “FE” registration on Web CRD
• Have fingerprints posted to Web CRD and cleared with your firm

Please note: a Floor Employee (“FE”) is any individual that requires access to the NYSE and NYSE MKT
Equity Trading Floor for non-trading activity. For individuals who require access to the trading floor and are
not Floor Clerks, they will register as FE to gain access.

IV. Staff Contacts

Questions related to this Memo may be addressed to Client Relationship Services at crs@nyse.com or
212.896.2830 or Michelle Liguori of NYSE Floor Operations at 212.656.5388 or michelle.liguori@nyse.com.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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April 1, 2016

   To: ALL NYSE, NYSE MKT AND NYSE ARCA MEMBERS AND MEMBER ORGANIZATIONS

From: NYSE REGULATION

Subject: TICK PILOT DATA SUBMISSION, APRIL 4, 2016

This Information Memo advises firms that the Exchange has submitted rules to the SEC that would require
member organizations to comply with the applicable data collection requirements of the SEC's Tick Size Pilot
Plan.

The Tick Size Pilot Plan (“Plan”) was approved by the Securities and Exchange Commission (SEC) on
May 6, 2015. This document is intended to assist broker-dealers with implementation of the data collection
requirements of the Plan and provide additional guidance on how the data collection requirements will apply
to members.

The Plan is designed to allow the Commission, market participants, and the public to study and assess the
impact of increment conventions on the liquidity and trading of the common stocks of small-capitalization
companies. Each Participant is required to comply, and to enforce compliance by its member organizations,
as applicable, with the provisions of the Plan.

The Pilot will include stocks of companies with $3 billion or less in market capitalization, an average daily
trading volume of one million shares or less, and a volume weighted average price of at least $2.00 for
every trading day. The Pilot will consist of a control group of approximately 1400 Pilot Securities and three
test groups with 400 Pilot Securities in each (selected by a stratified random sampling process). For the six
months prior to the start of the tick pilot, data collection will be required for stocks of companies with a market
capitalization of less than $5 billion, average daily trading volume of two million shares or less and had a
closing price of at least $1.00 on March 7, 2016. Data collection begins on April 4, 2016.

It should be noted that the reporting obligations for broker-dealers may differ from the SEC Plan. NYSE,
NYSE Arca and NYSE MKT have all filed rules that will address and codify the reporting obligations set
forth in the Plan. FINRA will collect the data on behalf of the three NYSE SROs. FINRA has also submitted
a rule change that would require Trading Centers for which FINRA is the Designated Examining Authority
(DEA), to comply with the data collection requirements by providing additional Tick Size specific data element
submissions in Pilot Stocks. Members should refer to the Tick Size Data Specifications on the FINRA website
at http://www.finra.org/industry/tick-size-pilot-program for detailed information about the proposed specific
Tick Size reporting requirements.

For additional information, please see corresponding Exchange rule filings: NYSE (34-77468), NYSE Arca
(34-77484) and NYSE MKT (34-77478) rule filings.

IV. Staff Contacts

Any questions pertaining to publication of this list of Account Type Indicators should be addressed to:

Marco Palomba, Senior Director, NYSE Regulation, Inc., marco.palomba@theice.com, 212.656.2313, or
Sean Gilmartin, Director, NYSE Regulation, Inc., sean.gilmartin@theice.com, 212.656.3814.
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March 8, 2016

   To: ALL NYSE MEMBERS AND MEMBER ORGANIZATIONS

From: NYSE REGULATION

Subject: REPORTING CERTAIN MINOR RULE VIOLATIONS ON SEC FORM BD AND FORM U-4

This Information Memorandum reminds NYSE Members and Member Organizations of their obligations to
report Minor Rule Violations (“MRVs”) on SEC Form BD and Form U-4 under certain circumstances.

Under current NYSE Rules, an MRV fine cannot exceed $2,500. See NYSE Rule 9216(b)(1). An MRV that
results in a fine of $2,500 or under generally is not reportable on SEC Form BD or Form U-4 unless it is
disputed. See NYSE Rule 476A(a) (Legacy).

Before July 1, 2013, however, an MRV fine could exceed $2,500. MRVs that resulted in a fine that exceeded
$2,500, or an MRV fine that was disputed, were reportable on these Forms. See NYSE Rule 476A(a)
(Legacy); SEC's Form BD Instructions (a rule violation may be designated as “minor” if the fine imposed is
$2,500 or less and the sanctioned person does not contest the fine); FINRA's “Explanation of Terms” for its
Current Uniform Registration Forms (same).

Thus, if a respondent was subject to an MRV fine exceeding $2,500 or disputed any MRV fine, there
was an obligation to report the violation on SEC Form BD or Form U-4. If a respondent previously should
have reported an MRV fine and has not done so, the MRV fine should be reported on the applicable Form
promptly.

Should you have any questions about this Information Memorandum, please do not hesitate to contact NYSE
Regulation at NYSERegulation@theice.com or (212) 656-5102.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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February 29, 2016

   Attention: COMPLIANCE AND LEGAL DEPARTMENTS, TECHNOLOGY AND OPERATIONS OFFICERS

To: ALL MEMBERS AND MEMBER ORGANIZATIONS

Subject: REVISION OF ACCOUNT TYPE INDICATORS AND FREQUENTLY ASKED QUESTIONS

I. Purpose

The purpose of this Information Memorandum (“IM”) is to notify all New York Stock Exchange LLC (“NYSE”)
and NYSE MKT LLC (together, the “Exchange”) members and member organizations of the amended list of
Account Type Indicators (Attachment A). Firms must use this new list as the definitive source for definitions
of Account Type Indictors for reporting requirements mandated under Exchange rules. Firms may begin to
conform to the amended list beginning May 2, 2016 and will be required to make all necessary changes by
August 1, 2016.

This Information Memorandum also provides guidance in the form of frequently asked questions with respect
to the appropriate use of Account Type Indicators. The following guidance shall supersede the previous
guidance provided in IM 12-25 (October 9, 2012).

II. Account Type Indicators and Definitions

The revised list of Account Type Indicators and related definitions in Attachment A reduces the number of
identifiers from 24 to 4, which includes the addition of Account Type Indicator “R” to denote Riskless Principal
transactions. As noted above, effective August 1, 2016, member organizations may only use the 4 ATIs (P, A,
R, and Q) listed in Attachment A.

III. Frequently Asked Questions

Q1: When a member organization enters an order into Exchange systems, what relationship determines
which Account Type Indicator a member or member organization must assign an order?

A1: The relationship that determines the appropriate Account Type Indicator is that between the submitting
member organization and the beneficial owner of the account for which the order was placed.

Q2: What types of orders require Account Type Identifier “A”?

A2: Any order that was entered by a member organization acting as agent on behalf of a customer should be
marked with an “A” Account Type Indicator. This includes:

• Any order that does not pass through the principal or riskless principal account of a member
organization.

• Any orders entered electronically on behalf of an affiliated member organization or non-member. 1 
• Any order entered on behalf of an individual, previously marked with an Account Type Indicator of

“I”.
• Any order transmitted electronically by a non-member to its affiliated Floor broker, even if the order

is for the proprietary account of such affiliate. A Floor broker who electronically receives an order
from an affiliate's proprietary trading account that is marked with an “A” order is not required to
change the ATI. Similarly, if a Floor broker receives an order for the proprietary account of such
non-member affiliate and manually enters the order, a Floor broker should transmit that order to the
Exchange with an “A” Account Type Indicator.
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• Any order transmitted to the Exchange for another NYSE member organization with which it is not
affiliated.

• Any order manually entered into an Exchange based system from the trading Floor by a Floor
broker for an unaffiliated NYSE member organization.

Q3: When should a member organization use the “P” Account Type Indicator?

A3: When entering orders electronically into Exchange systems from off the trading Floor for the member
organization's own account, the order should be marked with the “P” Account Type Indicator.

Q4: When should a member use Account Type Indicator “R” to denote riskless principal transactions?

A4: A member organization's riskless principal transactions should be identified with an “R” Account Type
Indicator when the member activity is intended to satisfy an originating customer order to buy or sell a
security at the same price as the principal execution. Firms are required to have adequate systems and
controls that allow it to easily link the riskless principal executions at the Exchange to underlying orders, and
to provide this information to NYSE Regulation upon request.

Q5: What Account Type Indicators should a Supplemental Liquidity Provider (“SLP”) use?

A5: In accordance with NYSE Rule 107B(j), all SLP orders must only be for the proprietary account of the
SLP member organization. A SLP is expected to use an account type indicator that denotes that such
member organization is trading for the proprietary account of the member organization. As such, all SLP
orders should be marked with a “P” Account Type Indicator.

Q6: Should a member or member organization use the “Q” account type indicator for non-Floor based errors?

A6: No. The “Q” Account Type Indicator is only available for proprietary trades of an Exchange Floor broker to
cover/liquidate a Floor-based error effected through the member's Floor error account pursuant to NYSE Rule
134. When an upstairs trader or the upstairs trader's customer causes a trading error, the “Q” Account Type
Indicator should not be used.

Q7: In the situation where an Exchange Floor broker receives an order in such a manner that the Account
Type Indicator cannot be changed, is the Floor Broker subject to the Account Type Indicator marking
requirements?

A7: No. Floor Brokers that receive orders in such a manner that the Account Type Indicator cannot be
changed are exempt from the marking of orders with the appropriate ATI. Members should have appropriate
policies and procedures in place to assure that when providing orders to a Floor broker to represent on the
Floor, such orders should be sent to the Floor broker with the appropriate Account Type Indicator.

Q8: When entering an order into the Exchange systems, may a member use an Account Type Indicator
relevant to other exchanges?

A8: No. Effective August 1, 2016, a member must only use the Account Type Indicators in Attachment A
when entering an order into Exchange systems. As such, numbers, blanks and values (other than P, R, A,
and Q as defined in Attachment A) are invalid. Entering any values into Exchange systems in place of a valid
Account Type Indicator may subject the member organization to disciplinary action.

IV. Staff Contacts

Any questions pertaining to publication of this list of Account Type Indicators should be addressed to:

Marco Palomba, Senior Director, NYSE Regulation, Inc., marco.palomba@theice.com, 212.656.2313, or

Sean Gilmartin, Director, NYSE Regulation, Inc., sean.gilmartin@theice.com, 212.656.3814.

Operational questions regarding this Information Memo should be directed to:

Bob Airo, Senior Director, NYSE Operations, bob.airo@theice.com, 212.656.5663.
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Exhibit A:

ACCOUNT TYPE INDICATORS
 

ACCOUNT TYPE DEFINITION
 

A Trading by a member or member organization acting as agent on behalf of
an unaffiliated customer.

 

P Trading for the proprietary account of a member or member organization or
an affiliate of a member or member organization.

 

Q Trading by a member on the Floor relating to the covering or liquidating a
member's own error. All trades to establish or liquidate error positions in the
member's error account must be identified with this account type.

 

R Trading by a member or member organization as principal that is intended
to satisfy an originating customer order to buy or sell a security at the same
price as the principal execution.

 

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  An affiliate is an organization directly or indirectly controlling, controlled by, or under common control
with a member organization, which could be another member organization or not.
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January 29, 2016

   To: ALL MEMBERS AND MEMBER ORGANIZATIONS

Subject: ELIMINATION OF RULE 410B - REPORTS OF LISTED SECURITIES TRANSACTIONS
EFFECTED OFF THE EXCHANGE

This Information Memorandum advises New York Stock Exchange LLC (“NYSE”) and NYSE MKT LLC
(“NYSE MKT”) member organizations that it has amended its rules to eliminate NYSE Rule 410B, Reports of
Listed Securities Transactions Effected off the Exchange. Effective February 1, 2016, member organizations
are no longer required to report listed securities transactions not reported to the Consolidated Tape to the
NYSE or NYSE MKT.

This Information Memorandum supersedes Information Memorandum 92-32. (November 13, 1992).

Questions regarding this memo may be directed to NYSE Regulation at NYSERegulation@theice.com or
(212) 656-5102.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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December 22, 2015

   TO: ALL NYSE, NYSE MKT, NYSE ARCA MEMBERS and MEMBER ORGANIZATIONS

FROM: NYSE REGULATION and NYSE CLIENT RELATIONSHIP SERVICES

SUBJECT: NYSE REGULATION JANUARY 2016 LAUNCH OF CERTAIN SURVEILLANCE,
INVESTIGATION, AND ENFORCEMENT FUNCTIONS CURRENTLY PERFORMED BY FINRA
INFORMATION MEMO #4

PURPOSE

This memo serves as a follow up notice to Information Memo Number 15-6 (Information Memo #1) and
Information Memo Number 15-7 (Information Memo #2) with respect to the January 1, 2016 transfer of
certain NYSE market specific surveillances, investigations, and enforcement functions currently performed by
Financial Industry Regulatory Authority (FINRA) to NYSE Regulation (NYSER).

Given NYSER's transfer of surveillances and other functions related to the regulation of NYSE Markets,
certain email addresses currently utilized by members, member organizations, and permit holders may
change depending upon the reason for communication. Effective January 4, 2016 members and member
organizations should start using the new e-mail addresses listed below for their designated purpose.

NYSE Regulation Contact Information
 

New email Purpose For use by Old email
 

mmquoterelief@theice.com
Requests for
Market Maker
Quote Relief

NYSE ARCA
Equities Members rto@finra.org

 

NYSE ARCA
Options OTP Holders arcareg@finra.org

 

NYSE AMEX
Options ATP Holders amexreg@finra.org

 

nyseregulation@theice.
com General Inquiries

All NYSE, NYSE MKT,
NYSE AMEX, NYSE

ARCA Options, and NYSE
ARCA Equities Members

ofsu@finra.org

 

rto@finra.org
 

oxappeal@nyse.com

Appeal of Equities
Clearly Erroneous

Execution and
Options Obvious

Error Rulings

All NYSE, NYSE MKT,
NYSE AMEX, NYSE

ARCA Options, and NYSE
ARCA Equities Members

rto@finra.org

 

oxappeal@nyse.com
 

For additional information contact NYSE Regulation via email to nyseregulation@theice.com or by phone to
(212) 656-5102.
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December 18, 2015

   TO: NYSE and NYSE MKT MEMBER ORGANIZATIONS

FROM: NYSE REGULATION and NYSE CLIENT RELATIONSHIP SERVICES

SUBJECT: SECURITIES TRADER REGISTRATION / SERIES 57 EXAMINATION

Background

The New York Stock Exchange LLC (“NYSE”) and NYSE MKT LLC (“NYSE MKT”) (collectively, the
“Exchange”) recently amended the registration and examination requirements applicable to traders engaged
solely in trading for the proprietary account of a member organization (“securities traders”). Pursuant to recent
filings, the Exchanges have amended Rule 345 by adopting the new Securities Trader registration category
and associated Securities Trader Qualification Examination (“Series 57 Exam”) for securities traders.

The Series 57 Exam was developed by FINRA in consultation with industry and exchange representatives.
The Series 57 Exam is based on industry rules applicable to trading of both equity securities and listed
options contracts and covers, among other topics, recordkeeping and recording requirements, types and
characteristics of securities and investments, trading practices, display, execution, and trading systems. As
such, the Exchange believes that an applicant who has passed the Series 57 Exam would be qualified to
engage in proprietary trading on the Exchange.

What's Changing?

Securities Traders

Rule 345 requires that an individual who is engaged in proprietary trading on the Exchange or directly
supervises such activity must be properly registered. In order to fulfill registration requirements, an associated
person must pass the Series 7 Exam and be registered as a General Securities Representative (“GS”)

in FINRA's Web CRD® (“CRD”). 1   In addition, individuals who have also passed the Equity Trader
Qualification Examination – Series 55 may also register as an Equity Trader (“ET”).

The Exchange has amended Rule 345 to recognize a new category of limited representative registration for a
Securities Trader and allow such individual to appropriately register in CRD as a Securities Trader in order to
engage in proprietary trading. A Securities Trader is any person engaged in the purchase or sale of securities
or other similar instruments for the account of a member organization with which such person is associated,
as an employee or otherwise, and who does not transact any business with the public. Effective January 4,
2016, individuals engaged in proprietary trading will be required to pass the Series 57 Exam and register

on CRD as a Securities Trader (“TD”). 2   While the Series 57 Exam will be required for persons engaged
in proprietary trading, such individuals are not required to work only at a proprietary trading firm. These
individuals can work at any type of firm. However, individuals registered solely as a TD may only engage in
proprietary trading at the firm where they are employed. Please note that a registered trader who transacts
any business with public customers must still be registered as a General Securities Representative and pass
the Series 7 Exam. Individuals may carry both the GS and the TD registrations.

Registration and Conversion in CRD

Individuals currently engaged in proprietary trading on NYSE and/or NYSE MKT who qualified for registration
by passing the Series 7 Exam and are registered in CRD as a Proprietary Trader (“PT”) will have their
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registration automatically converted to the TD registration, without having to take any additional examinations
and without having to take any other actions. In addition, individuals registered as an Equity Trader (“ET”)
in CRD will have their registration automatically converted to the TD position in CRD without having to take
any additional examinations and without having to take any other actions. Conversion to the TD will become
effective on January 4, 2016. Individuals engaged in proprietary trading who are currently registered on
CRD with the GS registration, but who are not currently registered as a PT or ET, will not be automatically

converted to the TD registration unless they amend their U4 and request the PT or ET position. 3   To request
the PT or ET registration, members can go to “Section 4: SRO Registrations” in Form U4 and select the PT or
ET checkbox. Being registered as a PT or ET in CRD by December 28, 2015 will ensure that qualified traders
are properly registered as a Securities Trader on January 4, 2016. For individuals currently holding a Series
7, registration as a PT and the subsequent conversion to the TD registration will have no effect on their GS
registration; individuals may carry both the GS and the TD.

Effective January 4, 2016, a new applicant will be required to take the Series 57 Exam in order to register as
Securities Traders as the Series 7 and Series 55 Exams will no longer serve as qualifying exams for persons
engaged in proprietary trading on the Exchange. In addition, individuals registered as Proprietary Traders
or Equity Traders in CRD prior to the effective date of the proposed rule change will be eligible to register
as Securities Traders without having to take any additional examinations, provided that no more than two
years have passed between the date the individual last registered as a Proprietary Trader and the date the
individual registers as a Securities Trader.

Members should contact the NYSE Client Relationship Services Group with questions or for assistance with
the CRD conversion.

Principal Registration

The Exchange has also amended Rule 345 by creating a new category of limited representative Principal
– the Securities Trader Principal. Registration as a Securities Trader Principal is restricted to individuals
whose supervisory responsibilities are limited to Securities Traders, as defined in amended Supplementary
Material .10 to Rule 345. A supervisor of a Securities Trader must satisfy their registration requirements
by registering and qualifying as a Securities Trader Principal in CRD if (a) such supervisor's supervisory
responsibilities are limited solely to supervising Securities Traders; (b) such supervisor is qualified to be
so registered by passing the General Securities Principal Qualification Examination - Series 24; and (c)
such supervisor is registered pursuant to Exchange Rules as a Securities Trader. Pursuant to the new
rule, a Securities Trader Principal will not be qualified to function in a Principal or supervisory capacity with
responsibility over any area of business other than that involving proprietary trading.

Unlike the TD registration, there will be no systematic conversion to the Securities Trader Principal
registration category in CRD. Associated persons will be required to file amended Forms U4 in the CRD
no later than July 1, 2016, to request the Securities Trader Principal registration category for applicable
individuals. The passing of additional securities exams (e.g., Series 24) will not be required if no more than
two years have passed between the dates an individual was last registered as a principal and the date the
individual registers as a Securities Trader Principal. Please see the link below to the FINRA Notice and FAQ
for additional information on changes to Principal registrations.

Continuing Education

Rule 345A requires registered persons to comply with the Exchange's continuing education requirements.
Specifically, under Rule 345A(a)(1) anyone registered as a Securities Trader is required to complete the S101
Program, administered by FINRA, to fulfill the Regulatory Element of their continuing education requirement.
The S101 Program for Securities Traders is the same continuing education program presently offered for
the Series 7 Exam and GS registration with an additional feature that will allow participants to select a
personalized learning module specific to his or her responsibilities as a Securities Trader. Please see the
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link below to the FINRA Notice and FAQ for additional information on changes to the continuing education
requirements.

Effective Date

The recently filed rule changes will become operative on January 4, 2016. In addition, the Securities Trader
registration category and Series 57 Exam will be available on Web CRD for NYSE and NYSE MKT starting
January 4, 2016.

Helpful Links

FINRA Notice to Members and Series 57 Exam FAQ: http://www.finra.org/industry/series57

NYSE rule filing http://www.sec.gov/rules/sro/nyse/2015/34-76587.pdf

NYSE MKT rule filing http://www.sec.gov/rules/sro/nysemkt.shtml

Contact Information

For questions pertaining to registration on NYSE and NYSE MKT please contact the Client Relationship
Services group at CRS@nyse.com or your Relationship Manager.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Web CRD, operated by FINRA, is the central licensing and registration system for the U.S. securities
industry and its regulators.

2  The new Securities Trader registration and Series 57 Exam requirement does not apply to inviduals who
are registered to conduct trading solely on the Floor of the Exchange as either a Floor Broker or DMM.

3  The PT registration is currently not available on CRD for NYSE; therefore, individuals requesting the
PT registration should do so only for NYSE MKT. Upon the automatic conversion of the PT registration
to the TD for NYSE MKT, individuals may then register as a TD on NYSE without having to take any
additional examinations.
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December 15, 2015

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, CHIEF OPERATIONS OFFICER,
OPERATIONS PARTNER AND LEGAL AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

FROM: NYSE Regulation

SUBJECT: LAST TRADE DATE FOR “REGULAR WAY” SETTLEMENT IN 2015

The last day on which “regular way” transactions in securities, other than U.S. government obligations, may
be made for settlement this calendar year on New York Stock Exchange LLC (“NYSE”) and NYSE MKT LLC
(collectively, the “Exchange”) is December 28, 2015.

Non-regular way transactions effected between December 29, 2015 and December 31, 2015 for settlement
in 2015 may be effected on “cash”, “next day” (only available on December 29 and 30 for settlement in 2015)

or “seller's option” basis. 1   A seller's option trade with a two-day settlement entered on December 29, 2015
would also settle in 2015. Orders entered on or after December 29, 2015 that are not marked with “non-
regular way” settlement instructions will settle in 2016.

Members and member organizations are reminded that, pursuant to Rule 14, all non-regular way orders
must be marked with the appropriate settlement instruction and transmitted directly to a Floor broker for
representation in the market. Members and member organizations are further reminded of their obligations to
obtain and record Floor Official approvals (via a Floor broker) for certain non-regular way trades pursuant to

Rule 64(b). 2   Executions of these orders must be reported to the Consolidated Tape with cash, next day or
seller's option transaction indicators as appropriate.

Operations questions concerning this memorandum may be addressed to:

Bob Airo, Senior Vice President, Operations, robert.airo@nyse.com, 212.656.5663 or

Dennis Pallotta, Director, Operations, dennis.pallotta@nyse.com, 212.656.5236.

Questions regarding this memorandum should be addressed to:

Marco Palomba, Senior Director, NYSE Regulation, Inc., marco.palomba@theice.com, 212.656.2313, or

Sean Gilmartin, Director, NYSE Regulation, Inc., sean.gilmartin@theice.com, 212.656-3814.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Members and member organizations should note that the DTCC cut-off for deliveries against
transactions made for cash is 11:30 a.m.

2  Pursuant to Exchange Rule 64(b), a Floor Official must approve non-regular way settlement trades that
are more than 0.10 point away from the regular way bid or offer, except during the last calendar week of
the year when approval is only required for sales more than 0.25 point away. Floor Official approvals or
consultations must be recorded electronically in the Floor Official Request Tracking Engine ("FORTÉ").
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December 15, 2015

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, CHIEF OPERATIONS OFFICER,
OPERATIONS PARTNER AND LEGAL AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

FROM: NYSE REGULATION

SUBJECT: QUARTERLY EXPIRATION DAY– December 18, 2015

I. Purpose

December 18, 2015 will be a quarterly Expiration Day for stock and index options and futures products
for which settlement pricing is based upon New York Stock Exchange LLC (“NYSE”) and NYSE MKT
LLC (“NYSE MKT”) (collectively, the “Exchanges”) opening or closing prices on that day. This Information
Memorandum reminds members and member organizations of certain NYSE and NYSE MKT rules and
policies regarding opening imbalance publications, entry and cancellation of market-on-close/limit-on-close
(“MOC/LOC”) and closing offset (“CO”) orders, publication of on-the-close imbalances, and printing the
closing transaction.

II. Expiration Day Opening Imbalance Publication

Members and member organizations are reminded that the regular pre-opening procedures outlined in Rules
15 (Pre-Opening Indications) and 123D (Openings and Halts in Trading) apply on the December 18, 2015
Expiration Day. Accordingly, Designated Market Makers (“DMMs”) should publish indications as promptly
as practicable and are reminded of their additional obligations under Rule 123D to publish one or more
indications, under the supervision of a Floor Official, in situations where the opening price would be affected
by an imbalance of market and limit buy and sell orders in a security.

III. Rules and Policies Relating to the Close

A. MOC/LOC and CO Order Entry and Cancellation

Members and member organizations are reminded that the provisions of Rule 123C (Closing Procedures)
apply to the Close on the December 18 Expiration Day. While the Exchanges expect systems to operate
normally, in the unlikely event of a systems interruption leading into or at the Close, the Closing Procedures
set out in Rule 123C would operate as if the Exchanges had declared a regulatory halt in one or more
securities.

In the event that one or both of the Exchanges invoke their exemptive powers under Rule 123C(9) (Closing
Procedures - Extreme Order Imbalances at or Near the Close), the terms of that rule would govern the
handling of orders at the Close. See Section III. D, below.

In connection with the entry of MOC/LOC and CO orders, members should pay particular attention to the
following:

• A “published imbalance” is an imbalance that has been disseminated to the Tape. An imbalance
announced orally or physically posted at the panel is not considered to be a published imbalance.
See Section III. B, below. The Exchanges' Order Imbalance Information product, a data feed of
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real-time order imbalances that accumulate prior to the opening and the closing of trading on the
Exchanges, does not constitute a “published imbalance.”

• Brokers and traders are reminded that, while they should enter orders as early in the day as
possible, all MOC/LOC orders (unless entered to offset a published imbalance) must be entered
electronically by 3:45 p.m. Entering MOC/LOC orders early provides DMMs with the opportunity
to more quickly identify and disseminate potential order imbalances that might exist at the Close.
This, in turn, enables brokers and traders to more effectively identify potential offsetting customer
interest that could mitigate any imbalance. MOC/LOC and CO orders entered prior to 3:45 p.m. may
be cancelled or reduced prior to that time for any reason.

• After 3:45 p.m. Exchange systems will accept only MOC/LOC orders that offset a published
imbalance and CO orders, however, may be entered in any amount on either side of the market.

• Between 3:45 p.m. and 3:58 p.m., MOC/LOC and CO orders may be cancelled or reduced in size

only to correct a legitimate error. 1   This also applies to instances where cancel/replace functionality
is used.

• FINRA and NYSE Regulation will continue to closely monitor the cancellation of MOC/LOC and CO
orders.

• After 3:58 p.m., MOC/LOC and CO orders may not be cancelled, adjusted or reduced in size for any
reason except in accordance with Rule 123C(9). See Section III. D, below.

• In the event of a trading halt effective at 3:45 p.m. or later, MOC/LOC orders may be entered only to
offset a published imbalance. CO orders, however, may be entered in any amount on either side of
the market. See Rule 123C(2).

B. Imbalance Publications 2 

Rule 123C(5) provides for the publication of order imbalances as described below. In addition, members
and member organizations may refer to the attached quick-reference page for a summary of the times and
requirements for imbalance publications. DMMs are reminded that erroneous imbalance publications must be
corrected as soon as practicable.

1. Informational Imbalance Publications between 3:00 p.m. and 3:45 p.m.

Between 3:00 p.m. and 3:45 p.m., DMMs are encouraged to issue Informational Imbalance Publications
of any size if they believe that there could be significant price dislocation at the Close. These publications
are informational only and do not limit MOC/LOC or CO order entry or cancellation before 3:45 p.m. DMMs
who wish to issue an Informational Imbalance Publication must obtain prior approval from a Floor Official
or qualified Exchange employee (see Rule 46.10) prior to issuance. Floor Official approvals to issue
Informational Imbalance Publications must be recorded in the Floor Official Request Tracking Engine
(“FORTÉ”). Members must state the proposed imbalance information and note any other relevant information
(e.g., average daily trading volume (“ADTV”), size, or degree of impact) in connection with the request.

2. Mandatory MOC/LOC Imbalance Publications at 3:45 p.m.

As soon as practicable after 3:45 p.m., any MOC/LOC imbalance of 50,000 shares or more for NYSE-listed
securities, and 25,000 shares or more for NYSE MKT-listed securities, will be published by the Exchange.
Other significant imbalances of lesser size (i.e., less than 50,000/25,000 shares but significant relative to
the ADTV of a particular security) may be published by the DMM with Floor Official or qualified Exchange
employee approval. As with Informational Imbalance Publications, Floor Official approvals to issue certain
Mandatory MOC/LOC Imbalance Publications must be recorded in FORTÉ and members should state the
proposed imbalance information and note any other relevant information (e.g., ADTV, size, or degree of
impact) in connection with the request.
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In addition, any Informational Imbalance Publication issued prior to 3:45 p.m. must be updated. An imbalance
of 50,000 shares (NYSE)/25,000 shares (NYSE MKT), or more will be published. If there is an imbalance of
any lesser size that is significant relative to the ADTV of the stock, it may be published by the DMM with Floor
Official or qualified Exchange employee approval. If there is no such imbalance, a “no imbalance” indication
must be issued by the DMM.

3. Mandatory MOC/LOC Imbalance Publications after a Trading Halt

If a trading halt is in effect at 3:45 p.m. but is lifted prior to the Close, any MOC/LOC imbalance of 50,000
shares (NYSE)/25,000 shares (NYSE MKT), or more will be published by the DMM as soon as possible after
the resumption of trading. Additionally, any imbalance of lesser size, if significant relative to the ADTV may
be published by the DMM as soon as possible after trading reopens, subject to prior Floor Official or qualified
Exchange employee approval. If the trading halt is not lifted before the Close, there will not be any imbalance
publications.

4. Exchange Publication of Order Imbalance Information

In addition to the Informational Imbalance and Mandatory MOC/LOC Imbalance Publications described
above, the Exchanges also make available real-time Order Imbalance Information prior to the Close in
accordance with Rule 123C(6). These publications take place approximately every five (5) seconds between
3:45 p.m. and 4:00 p.m. The Order Imbalance Information publications use a reference price in order to
indicate how many shares would be needed to close the security at that price, including MOC, marketable
LOC and CO orders. (For more information on how the reference price is determined, see Rule 123C(6)(a)
(iii)). Beginning at 3:55 p.m., the Order Imbalance Information publications also include stop orders, d-Quotes
and all other e-Quotes containing pegging instructions eligible to participate in the closing transaction.

As noted above, Order Imbalance Information publications are solely for informational purposes and off-
setting MOC/LOC interest must not be submitted in response to Order Imbalance Information publications.
Off-setting MOC/LOC interest may be submitted only as described in this memo in response to a Mandatory
MOC/LOC Imbalance Publication issued at 3:45 p.m. or after a trading halt in accordance with Rule 123C(2).

C. Printing the Closing Transaction

1. Rules 116.40 and 123C(8)

DMMs are reminded that the closing transaction must be printed consistent with Rules 116.40 and 123C(8)

and must accurately reflect both the closing price and closing volume when printing the closing transaction. 3

   Additionally, DMMs are reminded of their obligation to maintain a fair and orderly market pursuant to Rule
104.

2. Verbal Interest and e-Quotes at the Close

DMMs should take all interest, including verbal, e-Quoted and Display Book interest, into account when
formulating the Close. Depending on whether it is marketable or not, verbal interest may be handled
differently than e-Quoted interest at the Close. Marketable verbal interest is included with all market and MOC
interest at the Close, while limited verbal interest and e-Quotes are on parity with limit orders. DMMs are
reminded that verbal interest from a Floor broker should be handled one of two ways: entered into UTM by
NYSE Floor Operations staff or into the crowd field of the Closing template by the DMM.

Pursuant to Rule 342, members and member organizations must ensure that they have adequate written
policies, procedures and controls in place to detect, deter and prevent conduct inconsistent with the guidance
set forth above. Any member who believes that the above procedures have not been adhered to should
report their concern to the FINRA On-Floor Surveillance Unit or NYSE Regulation.
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3. Orders to Offset MOC/LOC Imbalances at the Close to Mitigate Price Disparity

Rule 902 (Off Hours Trading Orders) provides for entry of orders after the Close. Rule 902(a)(ii)(B) permits
DMMs to include in the calculation of the Close legitimate market interest that has agreed to offset all or part
of any MOC imbalance that existed prior to the Close at 4:00 p.m. The DMM's use of this offsetting interest
to minimize significant price dislocation on the Close will result in a closing-price coupled order between the
DMM and member, member organization or customer. If the member, member organization or customer
agrees, the DMM may include this interest in offsetting an imbalance when setting the closing price and
increase DMM participation in the closing print to the extent of the new contra interest. In this way the DMM
will liquidate or cover the related dealer position, and the member, member organization or customer will
acquire the position. Such closing-price coupled orders are executed at the Ramp.

It is important to note that Rule 902 may not be relied on for the entry of an order after the Close when
there is no MOC/LOC imbalance or when the imbalance would not result in significant volatility and/or price
dislocation. In addition, it cannot be used if the Close has already been printed.

D. Extreme Order Imbalances at or Near the Close

In order to avoid significant dislocation in the closing price that may result from an order entered or
represented at or near the Close, Rule 123C(9) permits the Exchanges, on a security-by-security basis,
to temporarily suspend the hours of operation under Rule 52 so that offsetting interest may be solicited
from both on-Floor and off-Floor participants and entered to reduce the size of the imbalance. The order
acceptance cut-off time will be a time period designated by the Exchange. Offsetting interest is solicited
using Exchange Trader Updates as well as messages sent directly to Floor broker hand-held devices. These
Exchange-issued solicitation requests include information regarding security symbol, the imbalance amount
and side, the last sale price, and a designated order acceptance cutoff time (generally five minutes from
the issuance of the solicitation request). Offsetting interest submitted in response to an Exchange-issued
solicitation request must be a limit order priced no worse than the last sale, irrevocable and entered no later
than the order acceptance cut-off time indicated in the solicitation request. Exchange systems will accept
interest entered electronically in the named security after 4:00 p.m. only if Rule 123C(9)(a)(1) is invoked.

Exchange systems will not verify side or price and will not block post-4:00 p.m. cancellation of interest
submitted under this rule. Therefore, member and member organizations entering such interest are
responsible for ensuring compliance with the rule, such that the only interest that may be entered in response
to such a solicitation request is: (i) offsetting; (ii) a limit order priced no worse than the last sale price; and (iii)
not cancelled.

Rule 123C(9) also permits temporary suspension of the prohibition on the cancellation or reduction of a MOC/
LOC order after 3:58 p.m. where there is a legitimate error in such an order and the execution of the order
would cause significant price dislocation at the Close. See Information Memoranda 09-20 (May 5, 2009) and
10-52 (December 22, 2010).

Only the DMM assigned to a particular affected security may request relief under Rule 123C(9). A request
for relief under Rule 123C(9) must be approved and supervised by an Executive Floor Governor or qualified
NYSE employee and supervised by a qualified Exchange officer, as defined in Rule 48(d). All Rule 123C(9)-
related approvals must be recorded in FORTÉ.

IV. Adequacy of Operations and Supervisory Staff

All members and member organizations, including DMMs, should ensure that both operational and
supervisory staffing on and around the December 18 Expiration Day will be sufficient to monitor and process
all orders, regardless of the form in which they are received, as well as to handle the anticipated increased
workload. All members and member organizations should also review their systems to ensure that they have
adequate capacity to handle the expected increase in volume. For example, DMM firms should review their
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DMM Unit algorithm to ensure that they meet their obligations to maintain a fair and orderly market. DMMs
are reminded to seek the advice of a Floor Official regarding any unusual situations as quickly as possible.

V. Supervision

A. Review of Policies and Procedures

In view of increased automated order delivery, e-Quoting and automatic execution, members and member
organizations should carefully review their procedures as well as their supervisory systems for handling
orders in connection with the Expiration Day. Specifically, members and member organizations should review
their practices for handling orders at or near the Close. Reviews should include both manual orders and those
handled systemically, such as orders that are handled by a computer algorithm. In addition, members and
member organizations should take all necessary steps to ensure that the relevant trading and back-office
staffs are familiar with firm procedures for handling orders at or near the Close.

In addition, members and member organizations are reminded of their obligation to have adequate systems
and controls relating to the use of firm systems by correspondents or others. Please consult Information
Memo 11-13 (May 16, 2011) for more information.

B. Adequacy of Compliance Program

Members and member organizations are also reminded to ensure that they have a robust compliance
program that includes adequate written policies, procedures and supervisory controls to monitor for
compliance with Rule 123C and the guidance contained in this memo. Policies and procedures must be
adequate to ensure that all procedures related to MOC/LOC orders and orders entered at or near the Close,
are appropriately followed, and to detect and deter any actions that may violate NYSE, NYSE MKT and/or
SEC rules.

C. Due Diligence Requirements

Consistent with the requirements of Rule 405, before any order with instructions to participate at the Close
is transmitted to the Floor the member or member organization accepting the order must exercise due
diligence to learn the essential facts relative to the order, including the purpose and propriety of the at-the-
close instruction. In addition, an imbalance of orders at or near the Close, caused in part by the entry of such
orders, could lead to trading being halted in the security and such orders not receiving an execution.

D. Supervision to Prevent Improperly Affecting the Close

Members and member organizations must also ensure that their activity does not have the effect of artificially
impacting the closing price. Firms should review procedures utilized in connection with orders to be executed
at or near the Close with their traders and other order-entry personnel. Firms should also review systemic
order-entry functions (e.g., algorithms or “smart servers”) for compliance with the NYSE and NYSE MKT rules
and the provisions of this Information Memorandum. Firms should also review the provisions of Information
Memo 95-28 (July 10, 1995), which discusses trading near the Close and activity that would constitute
violations of NYSE and NYSE MKT rules, as well as federal securities laws.

In that connection, members and member organizations are reminded that, where a firm has committed to
purchase from (sell to) a customer at a price that is derived from the closing price (MOC orders) while also
reserving a significant position of its hedging or covering transaction to be executed at or near the Close, they
must operate with substantial care. If the transaction is completed in a manner that does not effectively place
the firm at market risk or if the transaction does not provide an opportunity for possible contra side interest
to develop and/or react to the activity, it would raise manipulative concerns and would operate as conduct
inconsistent with just and equitable principles of trade.
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E. Compliance with Federal Securities Laws and Rules

In addition to complying with NYSE and NYSE MKT rules and policies, members and member organizations
should review all other applicable federal securities laws and regulations, including Section 9(a)(2) of the
Securities Exchange Act, Regulation SHO, Rule 10b-5 and Rule 15c3-5, as well as the margin and capital
rules. Firms must ensure that they have written policies, procedures, and supervisory controls reasonably
designed to detect and deter potentially violative conduct.

Members and member organizations are reminded that failure to comply with any of the requirements
described in this memo may result in disciplinary action.

VI. Staff Contacts

Regulatory questions relating to this Information Memo should be addressed to:

• Marco Palomba, Senior Director, NYSE Regulation, Inc., marco.palomba@theice.com,
212.656.2313, or

• Sean Gilmartin, Director, NYSE Regulation, Inc., sean.gilmartin@theice.com, 212.656.3814.

Operations questions concerning this memorandum should be addressed to:

• Robert Airo, Senior Director, NYSE Operations, robert.airo@nyse.com, 212.656.5663, or
• Dennis Pallotta, Director, Operations, dennis.pallotta@nyse.com, 212.656.5236.

Attachments

Quick-Reference Page

NYSE/NYSE MKT Close

• MOC/LOC entry

- Must be entered by 3:45 pm, unless offsetting a published imbalance.
- Must be entered electronically.

• Cancellation of MOC/LOCs

- Can be cancelled after 3:45 pm only in cases of legitimate error.
- Cannot be cancelled after 3:58 pm, even if legitimate error.

• Mandatory MOC/LOC Imbalance Publication

- One regulatory MOC/LOC publication at 3:45 pm, done systemically

• Closing Offset (“CO”) Order

- Can be entered on either side of the market, at any time during the day.

- Can be used to offset any imbalance at the Close but does not yield to at price G orders. * 
- Not guaranteed to participate; may participate only to offset imbalance if no other interest is
remaining to trade at the closing price on the same side of the CO order.
- Cannot swing balance to other side.
- Time priority basis with other CO orders on the same side of the market.
- Not included in the mandatory MOC/LOC imbalance publication.
- Subject to the same restrictions on cancelling as MOC/LOC orders, i.e., cannot be cancelled after

3:58 pm, even if legitimate error ** 

• Order Imbalance Data feeds (Proprietary Data product) to all customers (upstairs and Floor)

- Every 5 seconds beginning at 3:45 pm
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- Compiled using:

• Reference price
• MOC/LOC imbalance and the side of the market
• At 3:55 pm, d-Quotes and all other e-Quotes containing pegging instructions eligible to

participate on the Close
• MOC/LOC paired quantity at reference price
• CO orders on the opposite side
• At-price LOC interest eligible to offset the imbalance.
• Price at which closing-only interest (MOC orders, marketable LOC orders and CO orders

on the opposite side of the imbalance) will execute in full
• Price where all orders eligible to trade on the Close would execute against themselves

and orders on the Book.

• d-Quotes for closing transactions must be entered by 3:59:50 pm.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  A "legitimate error" is an error in any term of a MOC/LOC order, such as price, number of shares, side,
or identification of the security. See Rule 123C(1)(c).

2  Imbalance publications include both MOC and marketable LOC orders (based on the last sale price
at the time the publication is made). See Rule 123C(1)(b) & (d), defining "Informational Imbalance
Publications" and "Mandatory MOC/LOC Imbalance Publications." For more information on how
imbalance publications are calculated, see Rule 123C(4).

3  For more information on the execution of orders at the Close, see Rule 123C(7).
*  G orders with a price equal to the closing price are the last interest eligible to offset a closing imbalance.

**  Except as provided in Rule 123C(9)(a).
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 15-9

Click to open document in a browser

December 8, 2015

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ELIMINATION OF FUTURES COMMISSION MERCHANT REPORTING OBLIGATIONS

This Information Memorandum advises New York Stock Exchange LLC (“NYSE”) and NYSE MKT LLC
(“NYSE MKT”) member organizations that, effective immediately, it is no longer necessary to update
FINRA, NYSE, or NYSE MKT with a list of Futures Commission Merchants (“FCMs”) used by the member
organization to execute agency and proprietary index futures.

This Information Memorandum supersedes Information Memoranda 12-13 (April 30, 2012) and 11-17 (June
27, 2011).

Questions regarding this memo may be directed to NYSE Regulation at NYSERegulation@theice.com or
(212) 656‐5102.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 15-8

Click to open document in a browser

November 23, 2015

   TO: ALL NYSE, NYSE MKT AND NYSE ARCA MEMBERS AND MEMBER ORGANIZATIONS

FROM: NYSE REGULATION

SUBJECT: NYSE REGULATION JANUARY 1, 2016 LAUNCH OF CERTAIN SURVEILLANCE,
INVESTIGATIONS, AND ENFORCEMENT FUNCTIONS CURRENTLY PERFORMED BY FINRA –
DISCIPLINARY RULES AND PROCEEDINGS (INFORMATION MEMO #3)

I. PURPOSE

The purpose of this Information Memo is to provide members and member organizations with a description of
the process for disciplinary proceedings that will be in effect upon the launch of NYSE Regulation's (NYSER)
new program on January 1, 2016.

II. BACKGROUND

As described in prior Information Memos, NYSER is in the process of repatriating certain surveillance,

investigation and enforcement functions currently performed by FINRA. 1   This work will relate to the
regulation of rules that specifically govern the NYSE markets: the New York Stock Exchange LLC (equities
and bonds) (NYSE), NYSE Arca, Inc. (equities and options) (Arca), and NYSE MKT LLC (equities and
options) (MKT) (collectively, the NYSE Exchanges).

Beginning in January 2016, NYSER will investigate and prosecute matters arising from its surveillance of
the NYSE markets. FINRA will continue investigating and prosecuting matters arising from its cross-market
surveillances, as well as from its examination of members of the NYSE Exchanges. Where appropriate, both
NYSER and FINRA will refer matters to other regulatory or government agencies, such as the Securities and
Exchange Commission (SEC), for investigations within their respective jurisdictions.

III. DISCIPLINARY RULES

In connection with the launch of NYSER's program, the NYSE Exchanges are in the process of proposing
to the SEC changes to existing disciplinary rules. An important driver of the changes is to harmonize the
disciplinary rules across all NYSE Exchanges.

NYSE Disciplinary Rules

Since 2013, NYSE has used disciplinary rules that are substantially similar to the text of the FINRA Rule
8000 Series and Rule 9000 Series relating to investigations and disciplinary proceedings. On November 13,
2015, the SEC approved NYSE rule changes that permit NYSER to perform investigation and enforcement
functions currently performed on NYSE's behalf by FINRA. The revised NYSE disciplinary rules will be

operative on January 1, 2016. 2   Highlights of the changes to the NYSE rules include:

• allowing disciplinary actions to be investigated and prosecuted by NYSER, while allowing FINRA
staff to continue to perform investigative and disciplinary activities related to exams and cross-
market surveillance;

• providing that NYSE's Chief Regulatory Officer (CRO) will be responsible for authorizing complaints
and settlements;
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• explaining that the CRO and regulatory staff will function independently of the commercial interests
of the exchange and its member organizations (this requirement is consistent with longstanding
policies and practices at the exchange); and

• adding provisions to prevent conflicts of interest that could arise when NYSER staff leave the
exchange.

MKT and Arca Disciplinary Rules

Disciplinary processes for MKT, and for Arca Equities and Arca Options are each currently governed by
separate sets of rules. NYSER is in the process of working to revise the MKT and Arca disciplinary rules to
conform with the NYSE Rule 8000 and 9000 Series. The proposed rule changes are intended to simplify,
conform, and modernize NYSER's disciplinary processes by generally aligning them across the NYSE
Exchanges.

IV. DISCIPLINARY PROCESS

The disciplinary process for matters handled by NYSER, from investigation through final disposition, will be
substantially similar to the process for matters currently handled by FINRA on behalf of the NYSE Exchanges.

NYSE Disciplinary Process

Under the newly revised NYSE Rule 9200 Series, formal disciplinary action will continue to occur through
two processes: settlements (pursuant to NYSE Rules 9216 and 9270) and formal complaints (pursuant to

NYSE Rules 9210 through 9212). 3   Before issuing a complaint or settling a matter under those rules, both.
NYSER and FINRA staff will be required to obtain authorization from NYSER's Disciplinary Action Committee
(DAC), which will be chaired by the CRO, and will include at least two appointees who are senior members
of NYSER staff whose responsibilities do not include investigating and prosecuting disciplinary matters. This
structure will ensure that the initiation and resolution of disciplinary actions are approved by individuals who
are not charged with investigating and prosecuting such matters. Such authorization will replace the current,
similar requirement for obtaining the approval of FINRA's Office of Disciplinary Affairs.

For the sake of efficiency, NYSER will litigate formal actions before FINRA's Office of Hearing Officers. 4  
The NYSE's final decision can continue to be appealed to the SEC, followed by the appropriate United States
Court of Appeals. Hearings will take place before a Hearing Panel. Hearing Panels will continue to be chaired
by a FINRA Hearing Officer, who appoints two Panelists pursuant to specified criteria. Parties may appeal
determinations or penalties imposed by a Hearing Panel to the NYSE Board of Directors, or a committee
acting on behalf of the Board.

MKT and Arca Disciplinary Processes

Until the SEC approves revisions to the MKT and Arca disciplinary rules, proceedings will continue to be
governed by each of those exchange's existing disciplinary rules. Specifically, NYSER will handle MKT
disciplinary matters in accordance with MKT Rules 475-477, and Arca matters will be governed by Arca
Equities Rules 10 and 11 and Arca Options Rules 10 and 13. Pursuant to MKT and Arca internal procedures,
authorization by NYSER's DAC will be required before NYSER or FINRA staff issue a complaint or settle a
matter.

NYSER will promptly issue notices to the MKT and Arca membership once changes to those exchanges'
disciplinary rules have been approved. The notices will describe the new disciplinary rules and processes.

V. TRANSFER OF PENDING CASES

Disciplinary cases currently being handled by FINRA will either remain with the Legal Section of FINRA's
Department of Market Regulation or be transferred to NYSER Enforcement, depending on the nature of the
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case and the stage of the proceedings. Generally, cross-market matters and matters arising from the FINRA
examination process will continue to be prosecuted by FINRA. Existing matters that are specific to the NYSE
markets will be transferred to NYSER Enforcement. In order to avoid disruption, however, any matter that
has proceeded to litigation or is in an advanced stage of settlement negotiations with FINRA will remain with
FINRA through conclusion. Before an active disciplinary matter is transferred from FINRA to NYSER, the
affected members and member organizations will receive written notification from NYSER and FINRA, which
will include information about the NYSER Enforcement attorney being assigned to the case.

VI. MEMBER OUTREACH

NYSER is conducting a series of Webinars to further explain the scope of its program. Invitations to these

webinars have been sent by NYSER in a member notice. 5   The next Webinar is scheduled for Monday,
November 30, 2015 at 4:30 EST. In addition, member organizations wishing to discuss the program in greater
detail may send an email to NYSERegulation@theice.com to set up a call or in person visit with NYSER staff.

VII. NYSER STAFF CONTACTS

NYSER's staff is committed to working with all members through this transition to make it as seamless as
possible.

For questions relating to this memo, please contact NYSER at NYSERegulation@theice.com or (212)
656-5102.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See, e.g., Information Memo Numbers 15-6 and 15-7 (Information Memo #1, #2).
2  The changes to current rule text are set forth in Exhibit 5 to SR-NYSE-2015-35, Partial Amendment

No. 3, available at https://www.nyse.com/publicdocs/nyse/markets/nyse/rule-filings/filings/2015/
NYSE-2015-35.pdf expedited proceedings (pursuant to the Rule 9550 Series), procedures for
exemptions (pursuant to the Rule 9600 Series), and cease and desist orders (pursuant to the Rule 9800
Series).

3  The revised NYSE rules generally maintain current processes for resolving matters through minor rule
violation plan letters (pursuant to NYSE Rules 9216(b) and 9217), eligibility proceedings (pursuant to the
Rule 9520 Series),

4  See NYSE Rules 9213, 9230-9235.
5  Information Memo Number 15-7 (Information Memo #2).
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November 11, 2015

   TO: ALL NYSE, NYSE MKT and NYSE ARCA MEMBERS and MEMBER ORGANIZATIONS

FROM: NYSE REGULATION

SUBJECT: NYSE REGULATION JANUARY 1, 2016 LAUNCH OF CERTAIN SURVEILLANCE,
INVESTIGATION, AND ENFORCEMENT FUNCTIONS CURRENTLY PERFORMED BY FINRA-
ELECTRONIC DOCUMENT SUBMISSION AND MEMBER OUTREACH (INFORMATION MEMO #2)

I. PURPOSE

This memo serves as a follow up notice to Information Memo Number 15-6 (Information Memo #1) issued
on November 4, 2015 with respect to the January 1, 2016 transfer of certain surveillance, investigations,
and enforcement functions currently performed by Financial Industry Regulatory Authority (FINRA) to NYSE
Regulation (NYSER). For ease of reference, Information Memo #1 is available at (https://www.nyse.com/
publicdocs/nyse/markets/nyse/rule-interpretations/2015/NYSE-15-6.pdf).

In relation to the regulation of rules that specifically govern the NYSE's equities and options markets,
members and member organizations may be required to submit data to NYSER as part of a regulatory
request for information. This memo is intended to do several things. First it is to advise members of the
methods available for use in transmitting certain documentation to NYSER. The second is to provide
membership with NYSER contact information in order to address member inquiries and requests. Lastly,
the memo includes upcoming Webinar information sessions available to members in order to provide more
details about the new NYSER program.

II. ELECTRONIC DOCUMENT SUBMISSION

Axway Document Portal – NYSER may request members to provide, among other things, certain trade-
related data including trade blotters, confirmation statements, copies of electronic communications, and
policies and procedures. In order to allow members to respond efficiently to regulatory inquiries, NYSER
has employed a utility called “Axway” for use in transmitting data via secure FTP. This utility is used for
its capacity and security attributes and allows members to initiate the document submission process by
uploading files via sftp/scp.

Given that certain NYSE members may not currently use Axway, testing between members/member
organizations and NYSE technology is important. NYSE Regulation is requesting all members and member
organizations to provide NYSER with the appropriate technology or operations contact(s) on the attached
FTP request questionnaire. The information should include member IP addresses and regulatory and
technology representatives with whom the NYSE technology team may contact to set up connections and
testing. The form should be returned by December 1, 2015 to NYSERegulation@theice.com.

Electronic Blue sheets - When submitting Blue Sheets in response to data requests by NYSER, members
may use the Axway utility or an alternative data transmission mechanism. The existing requestor codes
of “A” for the NYSE, “B” for NYSE Amex/MKT, and “E” for NYSE Arca should be used. Members are
reminded to use the standard electronic Blue Sheet format and include the correct reference (matter) number
articulated in the original request from NYSER. For additional information and to arrange testing contact
NYSE Operations support via email to GDSposttradeappsupport-usa@nyx.com or call (212) 323-8527.

III. MEMBER OUTREACH
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Webinar Registration Information

Beginning the week of November 16 th, NYSER will conduct a series of member webinars designed to
provide more information about its new regulatory program. The dates and times are as follows:

Webinar session #1 - Monday November 16, 2015 at 4:30 EST Go to https://egovdirect.webex.com/
egovdirect/k2/j.php?MTID=t1b875a4ae525c241e4f2eb446664777b

Webinar session #2 - Wednesday November 18, 2015 at 2:30 EST Go to https://egovdirect.webex.com/
egovdirect/k2/j.php?MTID=te9369af22e70d58d77c83b6b280eda85

Webinar session #3 - Monday November 30, 2015 at 4:30 EST Go to https://egovdirect.webex.com/
egovdirect/k2/j.php?MTID=t964cac8a9cf95e729448b5f605da98ff

Registration instructions:

To register, click on the links adjacent to one of the dates above and login instructions will be provided via
email from Messinger@webex.

Please note that not all firms' Information Security protocols will allow the download option for the Cisco
Webex program. The alternative is to run it as a temporary file by clicking the “Run temporary file” option on
the bottom of the welcome page and log in according to the instructions provided.

IV. NYSE Regulation Contact Information

NYSER is committed to maintaining an ongoing dialogue with members and addressing member inquiries in
a timely manner. To this end, NYSER created a dedicated email address (NYSERegulation@theice.com) and
a dedicated phone number at (212) 656-5102 to serve as an alternate means of communication.

NYSE Regulation FTP Request Form
 

Instructions
 

Please complete this form and return to NYSERegulation@theice.com.
Process Overview:

• NYSE Regulation reviews form for completeness.
• NYSE Regulation distributes form to CRS@nyse.com to compile request for processing

to internal teams.
• Tickets Opened.

○ Axway Admins create login credentials.
○ Information Security whitelists IP address(es).
○ Axway Admins verify connectivity over private network, tests login.
○ CRS supplies login credentials.
○ Member validates login credentials, sends a test file to Axway directory.
○ Axway Admins validate test file.

• Request Complete.
• For future technical support, post setup, please contact ProdSupport-

NYSEFTP@theice.com.
 

Member Information
 

Firm Name: CRD#:
 

Business Contact:
 

Email: Phone
 

Technical Contact:
 

Email: Phone
 

Regulatory Inquiry
Contact:
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Email: Phone
 

NYSE Technical Information
 

Axway Production: Axway DR:
 

mftus.nyx.com 159.125.78.129 mftusdr.nyx.com
162.68.208.14

 

NYSE will supply the Member with login credentials to the Axway server.
 

NYSE will provide the Member with our SSH Public Key; our default SSH Key is
2048-bit DSA

 

 

Member Setup Options
Please supply incoming server and IP information, to be whitelisted with NYSE
Information Security.

 

FTP Server Name:
 

Incoming IP
Address(es):

 

 

NYSE Regulation Information Memo
 

https://www.nyse.com/publicdocs/nyse/markets/nyse/rule-interpretations/2015/
NYSE-15-6.pdf

 

To opt into NYSE Regulation notifications: https://www.nyse.com/subscriptions
 

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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November 4, 2015

   TO: ALL NYSE, NYSE MKT AND NYSE ARCA MEMBERS AND MEMBER ORGANIZATIONS

FROM: NYSE REGULATION

SUBJECT: NYSE REGULATION JANUARY 1, 2016 LAUNCH OF CERTAIN SURVEILLANCE,
INVESTIGATIONS, AND ENFORCEMENT FUNCTIONS CURRENTLY PERFORMED BY FINRA –
INFORMATION MEMO #1

I. PURPOSE

The purpose of this Information Memo is to advise members and member organizations of the transfer of
certain regulatory responsibilities from Financial Industry Regulatory Authority (FINRA) to NYSE Regulation
(NYSER) on January 1, 2016.

II. BACKGROUND

NYSER is in the process of launching certain surveillance, investigation and enforcement functions currently
performed by FINRA on behalf of NYSER. This work will relate to the regulation of rules that specifically
govern the NYSE's equities and options markets: the New York Stock Exchange LLC (equities and bonds),
NYSE Arca, Inc. (equities and options), and NYSE MKT LLC (equities and options) (collectively, the NYSE
Exchanges). It is currently anticipated that this repatriation will take place as of January 1, 2016, subject to
SEC approval.

There are two major drivers for this change. First, the quality of NYSE's markets is of paramount importance,
and NYSER wants to take direct responsibility for monitoring the activity that occurs on these markets.
Second, the program is designed to support early detection of potentially violative behavior and prompt
disposition of such instances.

Because certain responsibilities will continue to be performed by FINRA, NYSE and FINRA are committed
to working together to coordinate efforts to avoid regulatory duplication and disruption to the members. An
efficient, effective program is the goal.

III. NYSE RESPONSIBILITIES

Beginning in January 2016, NYSER will retain primary responsibility to monitor activities across the five NYSE
markets in order to identify potential non-compliance with each market's rules and the federal securities
laws. The main objective is a regulatory program that is focused on promoting investor and issuer confidence
through the early detection and prompt disposition of potentially violative conduct on the Exchanges.

NYSER will be able to monitor for and address regulatory issues affecting the markets in close proximity to
the time of the activity or conduct under review. NYSER intends to actively communicate with members to
resolve regulatory issues as they arise.

IV. FINRA RESPONSIBILITIES

FINRA will continue to perform certain regulatory functions on behalf of NYSER. FINRA presently occupies
the unique position of having access to most U.S. exchange, TRF and ATS data and, thus, is in the best
position currently to handle potential misconduct that occurs across multiple venues. For efficiency reasons,
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examination services, as well as services relating to member applications, registration and qualifications, will
also continue to be performed by FINRA.

V. REGULATORY INQUIRIES, INVESTIGATIONS AND DISCIPLINARY PROCEEDINGS

Beginning in January 2016, regulatory inquiries concerning conduct primarily occurring on any of the five
NYSE markets will come from NYSER. Investigations and prosecutions resulting from such inquiries will be
conducted by NYSER through final disposition. FINRA will continue to assist NYSER on matters associated
with activity or conduct that occurred prior to January 1, 2016.

VI. ELECTRONIC DOCUMENT SUBMISSION

In order to allow members to respond efficiently to NYSER regulatory inquiries, NYSER has employed a
utility called Axway for use in transmitting very large data sets via secure FTP. NYSER recognizes that not
all members presently use Axway and will assist members to implement and test this tool. Testing will be
available beginning in mid-November 2015. NYSER is committed to working closely with the appropriate
departments at member firms in order to set up this technology and make this onboarding seamless;
any member that is not certain of its ability to connect to Axway should provide NYSER the appropriate
technology or operations contact(s) so that NYSER can help in setting up and testing the system. A separate
member notice specific to Axway testing, setup and requests for IP addresses; Bluesheet reporting; and other
communications and reporting processes will be communicated in a follow-up Information Memo.

VII. RULES

NYSER is in the process of working to revise each of the NYSE Exchange's disciplinary rules so that they
are generally aligned internally. By doing so NYSER aims to simplify, clarify, and modernize the disciplinary
process. Additional notices to members will be published as these rule changes are approved by the SEC.

VIII. MEMBER OUTREACH

Over the next few weeks, NYSER will be conducting a series of Webinars to further explain the scope
of its program. Invitations to these webinars will be sent by NYSER in a follow-up Information Memo. In
addition, member organizations wishing to discuss the program in greater detail may send an email to
NYSERegulation@theice.com to set up a call or in person visit with NYSER staff.

IX. NYSER STAFF CONTACTS

NYSER's staff is committed to working with all members through this transition and look forward to a
partnership that will support market integrity and investor confidence.

For questions relating to this memo, please contact NYSER at NYSERegulation@theice.com or (212)
656-5102.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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October 14, 2015

   TO: ALL NYSE AND NYSE MKT MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: POLICIES GOVERNING CONDUCT ON PREMISES UNDER NYSE CONTROL, INCLUDING
THE TRADING FLOOR

This Information Memo reminds all members, member organizations, and their employees of the policies
governing conduct on New York Stock Exchange LLC (“NYSE”) premises, including the NYSE and NYSE
MKT Equities trading Floor (the “Floor”). These policies include the following:

• Floor Conduct and Safety Guidelines;
• Gambling Policy;
• Prohibition Against Firearms, Illegal Weapons, and Fireworks; and
• Non-Harassment Policy.

Member organizations should provide a copy of this memorandum to all Floor employees.

Where any act described below constitutes a serious violation of the Floor Conduct and Safety requirements,
where there are repeated violations, and/or where behavior may constitute harassment pursuant to the
Intercontinental Exchange, Inc. (“ICE”) Non-Harassment Policy (see Section IV, below), Floor Officials, after
consultation with NYSE Regulation, Inc. (“NYSE Regulation”) staff (or, if the incident involves NYSE or ICE
employees, Human Resources), should not proceed under the Guidelines but rather refer the matter to NYSE
Regulation or Human Resources, as appropriate, for further review.

This Information Memo supersedes and replaces Information Memo 15-1 issued January 14, 2015.

I. Floor Conduct and Safety Guidelines

The conduct of individuals on the Floor and other premises under NYSE control can significantly affect the
public's image of the quality, fairness and professionalism of the NYSE marketplace. In addition, the conduct
of individuals can impact the safety and welfare of others and the efficient conduct of business. For these
reasons, all persons, while on the Floor and other premises under NYSE control, shall not:

• Engage in any act or practice that may be detrimental to the interest or welfare of the Exchange; or
• Engage in any act or practice that may serve to disrupt or hinder the ordinary and efficient conduct

of business; or
• Engage in any act or practice that may serve to jeopardize the safety or welfare of any other

individual.

All members, member organizations and their Floor employees should familiarize themselves with the
following requirements and the penalties that may be imposed by Floor Officials where violations of these
requirements have occurred.

Conduct on the Floor and Other Premises under NYSE Control

All member organization Floor employees, non-members as well as members, are subject to monetary
fines for the following activities. Denial of Floor access may also be appropriate in a given circumstance.
Floor Officials may weigh all relevant facts and circumstances, including the severity of the conduct and any
extenuating circumstances, in determining the appropriate penalty.

Two Floor Officials
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Two Floor Officials, at least one of whom is an NYSE Staff Governor, Executive Floor Governor, Floor
Governor, Executive Floor Official, or Senior Floor Official may impose a penalty against any member or Floor
employee of a member organization for engaging in the following conduct:

Roughhousing

Roughhousing, i.e., consensual rough play or kidding around which involves physical contact without intent to
harm, is unprofessional. Fines for roughhousing are:

• First offense: $500
• Second offense: $1,000

Nonconsensual physical altercations (e.g., fighting) are not roughhousing and are not covered by these
Guidelines. Such conduct may be subject to informal or formal discipline action.

Damage or Abuse of Floor Facilities or Equipment

Floor facilities and equipment includes but is not limited to the Display Book, the Broker Booth Support
System, Broker Handhelds, NYSE computers and screens, and telephones located at posts and booth
locations. Individuals damaging Floor facilities and equipment are subject to the following fines:

• First offense: $500
• Second offense: $1,000

Individuals are also liable for repair or replacement costs plus losses resulting from equipment unavailability
during repair or replacement.

Where individual responsibility for damage cannot be determined, the member organization will be subject to
the following fines:

• First offense: $1,000
• Second offense: $2,000

Firms are also liable for repair or replacement costs plus losses resulting from equipment unavailability during
repair or replacement.

Use of Artificial Noisemakers, Air Horns or Electronic Amplifiers

Use of artificial noisemakers, air horns or electronic amplifiers is disruptive and unprofessional. Possession or
use of such items will result in the following fines:

• First offense: $500
• Second offense: $1,000

Failure to Cooperate with NYSE Security Personnel

The NYSE Security Department is responsible for the safety of all persons on premises under NYSE control.
Cooperation with NYSE Security is essential. Failure to cooperate with NYSE Security will result in the
following fines:

• First offense: $500
• Second offense: $1,000

Orderly Evacuation of Trading Floor

Actions jeopardizing the safety or welfare of others during a Floor evacuation, including refusal to immediately
depart the Floor, use an assigned emergency exit, immediately depart the building, and/or go to an assigned
staging area, is impermissible and will result in the following fines:
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• First offense: $500
• Second offense: $1,000

One Floor Official

One Floor Official may impose a penalty for engaging in the following conduct:

Practical Jokes

Practical jokes are unprofessional and strictly prohibited on the Floor. Engaging in practical jokes will result in
the following fines:

• First offense: $250
• Second offense: $500

Where the practical joke is harassing, the conduct should be addressed pursuant to the Non-Harassment
Policy. See Section IV, below.

Abusive or Indecorous Language and/or Behavior

Abusive or indecorous language and/or behavior is unprofessional and unacceptable on premises under
NYSE control. Indecorous behavior may include any act or practice that may serve to disrupt or hinder the
ordinary and efficient conduct of business, particularly at the point of sale.

Such speech or actions will result in the following fines:

• First offense: $500
• Second offense $1000

Where the language or behavior is harassing, the conduct should be addressed pursuant to the Non-
Harassment Policy. See Section IV, below.

Display/Circulation of Inappropriate Written or Graphic Material

The display or circulation of written material or graphic images, including among other things, pictures or
cartoons, which are harassing, inappropriate, offensive, and/or lewd, is strictly prohibited. This prohibition
extends to electronically displayed material such as screen savers and other electronically displayed images.
Display or circulation of inappropriate written or graphic material will result in the following fines:

• First offense: $500
• Second offense: $1000

Where the displayed or circulated material is harassing, the conduct should be addressed pursuant to the
Non-Harassment Policy. See Section IV, below.

Registration and Display of Proper Identification When Entering and While on the Floor

Members and Floor employees of member organizations are required to show their NYSE-issued photo
identification card when entering the building. The identification card must also be prominently displayed, with
the photo visible, while on NYSE premises including the Floor. Use of a Floor badge belonging to another
member or Floor employee to enter or exit the Floor is also strictly prohibited. Failure to comply with these
requirements will result in following fines:

• First offense: $250
• Second offense: $500

Employment of Clerical Personnel
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Visitor's badges are not acceptable identification cards for Floor employees. All Floor employees of member
organizations must be properly registered with the NYSE and approved prior to admittance to the Floor.
Floor employees of member organizations are required to file electronically with Web CRD©. Temporary
Floor employees (including temporary trading assistants) are subject to the same registration and other
requirements as all other Floor employees. (A package containing all required forms and instructions may
be obtained from FINRA's Qualifications and Registrations Department.). Failure to comply with these
requirements will result in the following fines:

• First offense: $1,000
• Second offense: $2,000

Surrender of Exchange-Issued Identification Card

Pursuant to Rule 35.80, members and member organizations must notify the NYSE Security Office
immediately but not longer than 24 hours after a member's or Floor employee's termination, cancellation of
an Exchange-issued identification card prior to expiration, or re-assignment to non-Floor functions. Members
and member organizations must also surrender the NYSE-issued identification card within 24 hours of
the termination, cancellation or re-assignment. Failure to comply with these requirements will result in the
following fines:

• First offense: $1,000
• Second offense: $2,000

Visitors

Members and member organizations assume full responsibility for visitors to the Floor and must take
reasonable steps to ensure compliance with the policies outlined herein, including the dress code policy.
Members or properly designated member firm Floor employees (such as Listed Company Relations or
Customer Relations staff) must escort and accompany visitors throughout their entire visit, taking particular
care to avoid highly active areas (including active crowds and fringe areas of activity).

A member organization's failure to comply with these requirements will result in the following fines:

• First offense: $500
• Second offense: $1,000

An individual's failure to comply with these requirements will result in the following fines:

• First offense: $250
• Second offense: $500

Issuance and Surrender of Visitor's Pass

Members or member organizations sponsoring a visitor to the Floor must obtain approval from the office of
External Relations and Security. Requests must be sent to NYSE-TradingFloorVists@theICE.com.

Member firms should seek approval from NYSE Corporate Affairs (CorporateAffaris@nyse.com) before
scheduling Government officials, non-US Government officials, and any high profile public guests.

Note: Visitors to the Trading Floor must be at least 14 years old.

Visitor Dress Requirements

All visitors to the Floor must comply with the applicable Code of Personal Appearance and Dress Code (see
below).
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Unauthorized Photography, Video and/or Audio Recording, Personal Cell Phone Usage and
Texting

Flash photography, video and audio recording, cell phone usage and texting are not permitted on the Floor.
Failure to abide by this prohibition or tolerating a member-sponsored visitor engaging in prohibited activity will
result in the following fines:

• First offense: $250
• Second offense: $500

Representation on the Floor

All members or member organizations having a telephone space on the Floor must designate a
representative on the Floor between 30 minutes prior to the open and 30 minutes after the close, or such
other period as may from time to time be prescribed by the NYSE, or until all reports due the member
organization have been received, whichever is later. DMM representatives should have access to the unit's
books and records. All representatives must have the authority to resolve and close out open or questioned
items. Failure to adhere to these provisions by a member organization will result in the following fines:

• First offense: $1,000
• Second offense: $2,000

Unauthorized Solicitation or Sale of Goods or Services

Sale or solicitation of products or services on the Floor must be authorized by an NYSE Staff Governor,
Executive Floor Governor, Floor Governor, Executive Floor Official, or Senior Floor Official. Failure to adhere
to this guideline will result in the following fines:

• First offense: $250
• Second offense: $500

Smoking

Smoking, including the use of e-cigarettes, and chewing tobacco are strictly prohibited on all NYSE premises,
including the Floor. Failure to abide by this prohibition will result in the following fines:

• First offense: $250
• Second offense: $500

Running

Running is prohibited at all times on the Floor. Failure to abide by this prohibition will result in the following
fines:

• First offense: $250
• Second offense: $500

Possession/Consumption of Alcoholic Beverages

Possession and/or consumption of any alcoholic beverage on the Floor during business hours is strictly
prohibited. Failure to abide by this prohibition will result in the following fines:

• First offense: $250
• Second offense: $500

Food and Drink
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Food and drink, while allowed on the Floor, should be consumed at the booth or post. Food and drink may
not be brought into the crowd or consumed while walking across the Floor. Failure to comply with these
limitations will result in the following fines:

• First offense: $250
• Second offense: $500

Code of Personal Appearance and Dress Code

Members and Floor employees of member organizations are required to dress professionally and adhere to
the following dress code, as the Exchange may from time to time modify. All garments must be reasonably
pressed and not wrinkled.
1 The section is based on the revised Code of Personal Appearance contained in the Floor Conduct and
Safety Guidelines filed with the SEC in 2000. See Release No. 34-43596; File No. SR-NYSE-00-43.

Male Personnel

All male personnel are expected to wear suitable attire as follows:

A dress shirt, buttoned at the collar, with a dress tie knotted at the customary place, i.e., snug to the collar; full
length dress trousers or slacks; jeans or other sport slacks are not permitted; a jacket with long sleeves (An
acceptable jacket shall include a suit, sport coat, blazer or solid color office jacket).

Male Guests

Dress code for visitors is business casual. Suit, Sport Coat or Jacket should be worn, but a tie is not required.
A dress, collared golf/polo shirt or turtleneck is acceptable. T-Shirts, tank tops or other casual shirts, jeans
and shorts are not acceptable.

Female Personnel and Guests

All female personnel and guests are expected to wear suitable business attire as follows: Skirts and dresses
should be worn at appropriate business lengths.

Blouses, shirts, sweaters and tops should be of appropriate style and shall exclude informal wear. Pants and
slacks should be full length dress slacks. Jeans and shorts are not acceptable.

Male and Female Requirements

Footwear should be confined to those that are comfortably heeled and considered safe. Shoes should also be
appropriate styles for a businesslike environment (black sneakers are acceptable). Flip flops, causal beach
or boat shoes, and other extreme styles are not permitted. Shoes must be worn at all times on the Floor,
including in the booth or behind the post.

Men must wear socks. Women should use their judgment depending on the style of clothing worn.

Summer Attire

The standards of dress outlined above will apply throughout the year. If conditions warrant, the Exchange
may waive certain of the requirements for a specified period of time.

Grooming

Beards, Mustaches, and Sideburns should be neatly trimmed. Hair should be neatly maintained. Failure to
comply with these requirements will result in the following fines:

• First offense: $250
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• Second offense: $500

Procedures for Handling Violations

When a Floor Official, Senior Floor Official, Executive Floor Official, Floor Governor, NYSE Staff Governor
or Executive Floor Governor observes or receives information of a possible violation of the Floor Conduct
and Safety Policy requirements, and determines, after appropriate inquiry, that a violation has occurred, the
following steps should be taken:

• The Floor Official, Senior Floor Official, Executive Floor Official, Floor Governor, NYSE Staff
Governor or Executive Floor Governor shall determine if there have been any prior offenses.

• The Floor Official, Senior Floor Official, Executive Floor Official, Floor Governor, NYSE Staff
Governor or Executive Floor Governor shall inform the individual or firm involved (and NYSE
Regulation) of the penalty.

• In cases involving denial of Floor access, the Floor Official, Senior Floor Official, Executive Floor
Official, Floor Governor, NYSE Staff Governor or Executive Floor Governor shall inform NYSE
Security. NYSE Security should deactivate the Exchange-issued identification card at the close of
trading on the day on which the individual is notified of the suspension.

• Fines are payable to the New York Stock Exchange and should be delivered to NYSE Floor
Operations staff at the Executive Ramp at 11 Wall Street within three business days. Failure to pay
fines in a timely manner may result in revocation of Floor access.

If an individual seeks to contest a determination, an NYSE Staff Governor or Executive Floor Governor
not involved in the original determination (or, if all NYSE Staff Governors and Executive Floor Governors
are absent, a Floor Governor, Executive Floor Official, or Senior Floor Official not involved in the original
determination) should arrange for a panel of three Floor Governors, Executive Floor Officials, or Senior Floor
Officials not involved in the original determination to review the action. Both the individual and the Floor
Official, Senior Floor Official, Executive Floor Official, Floor Governor, NYSE Staff Governor or Executive
Floor Governor involved in the original determination must appear before the three person panel. If the panel
concurs that a violation occurred and the individual disagrees, the next level of appeal would be the NYSE
Board of Directors Committee for Review. NYSE Regulation should be informed of all appeal review requests
and results.

II. Prohibition on Gambling

Promoting or participating in certain gambling activities on the Floor or other premises under NYSE control is
strictly prohibited by the Floor Conduct and Safety Guidelines and NYSE and NYSE MKT Rules (“NYSE and
NYSE MKT Rules and Policies”).

Gambling is a criminal offense in New York and also a violation of NYSE and NYSE MKT Rules and Policies
when a person, in a capacity other than as a participant or “player,” operates, promotes or advances a
gambling enterprise or activity with the agreement or understanding that they will receive money, property or
otherwise share in the proceeds of the gambling activity pursuant to the Agreement or understanding.

Any remuneration or payment, including tips or gratuities to the individual advancing or promoting the
gambling activity made pursuant to any custom or practice, can constitute an agreement or understanding
to participate in the proceeds of gambling activity. For example, a sporting event pool where the participants
purchase participation in the pool and each of the persons who win pay the person who organizes and
promotes the pool an amount of money equal to a percentage of their winnings would be criminal and violate
NYSE and NYSE MKT Rules and Policies. Other examples of prohibited gambling activity include schemes
such as bookmaking, numbers games, or other organized for-profit betting activity relating to sporting
activities, other outside events or games of chance.

Telephones, computers, or other communications devices or business equipment located on the Trading
Floor or other premises under NYSE control may not be used for any prohibited gambling activities. Further,
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the display or visible possession of gambling devices such as pool boxes, betting slips, etc. used in any
gambling activity is also strictly prohibited on the Floor or other premises under NYSE control.

Members and member organizations are reminded that the Floor Conduct and Safety Guidelines require that
all persons, while on the Floor or on other premises under NYSE control, refrain from engaging in any act or
practice that may be detrimental to the interest or welfare of the NYSE.

If you have any questions about whether a particular activity is prohibited, you should consult with your firm's
compliance officer, senior manager, and/or legal counsel.

III. Policy Prohibiting the Possession of Firearms, Illegal Weapons and Fireworks

The NYSE is committed to maintaining a safe and secure working environment. Accordingly, possession
of any firearm, ammunition, or weapon prohibited by the New York State Penal Law or New York City
Administrative Code, or any other item considered dangerous by NYSE Security, including fireworks, is
strictly prohibited on NYSE premises, including the Floor. Possession of a valid firearms permit does not
waive or modify this policy. Violations of this policy can result in arrest, detention, expulsion from NYSE
premises or facilities, and/or disciplinary action.

IV. Non-Harassment Policy

In accordance with applicable law, ICE prohibits harassment on the basis of race, color, religion, sex, national
origin, age, disability, genetic information or any other characteristic protected by law. ICE believes in an open
and inclusive workplace where employees can work productively without concern for harassment or bullying
at any time. Regardless of whether conduct is strictly illegal under applicable law, harassment and bullying in
any form will not be tolerated. All such harassment is unlawful and will not be tolerated.

Sexual Harassment Defined

With respect to sexual harassment, ICE prohibits the following:

A. Unwelcome sexual advances, requests for sexual favors, or visual, verbal, or physical conduct of a sexual
nature, especially where (1) submission to the conduct is explicitly or implicitly made a term or condition of
employment; (2) submission to or rejection of the conduct is used as basis for employment decisions affecting
the individual; or (3) the conduct has the purpose or effect of unreasonably interfering with the employee's
work performance or creating an intimidating, hostile, or offensive working environment.

B. Offensive comments, jokes, innuendos, and other sexually oriented statements.

Examples of the types of conduct expressly prohibited by this policy include, but are not limited to, the
following:

• Unwanted sexual advances;
• Offering employment benefits in exchange for sexual favors;
• Making or threatening reprisals after a negative response to sexual advances;
• Visual conduct such as leering, making sexual gestures, or displaying sexually suggestive objects,

pictures, cartoons, or posters;
• Verbal conduct such as making or using derogatory comments, epithets, slurs, sexually explicit

jokes, or comments about any employee's body or dress;
• Verbal sexual advances or propositions;
• Verbal abuse of a sexual nature, graphic verbal commentary about an individual's body, sexually

degrading words to describe an individual, or suggestive or obscene letters, notes, or invitations;
• Physical conduct such as touching, assault, or impeding or blocking movements;
• Retaliation for reporting harassment or threatening to report harassment;
• Sending inappropriate or hostile e-mails or other electronic messages; and
• Any other behavior deemed inappropriate by ICE.
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Individuals Covered

This policy prohibits harassment on the job whether it involves coworker harassment, harassment by a
manager, or harassment by persons doing business with or for the Company.

In addition to applying to all NYSE employees, the Exchange's policy prohibits discrimination, including
harassment, and retaliation by other persons on Exchange premises, including, but not limited to, members,
employees of member organizations who work on the Trading Floor, persons whose services are temporarily
utilized by the NYSE or a member organization; and persons not directly related to the NYSE who may visit
the trading Floor, including, for example, a vendor, consultant, customer, or guest. The recipient, as well as
the initiator, of allegedly harassing behavior may belong to any of these groups.

Members, employees of member organizations, and other persons subject to the jurisdiction of the NYSE
who are found to have engaged in harassment or any other conduct that violates this policy will be subject to
appropriate disciplinary action in accordance with NYSE and NYSE MKT Rules.

Complaint Procedure

Each member of management is responsible for creating an atmosphere free of discrimination and
harassment, sexual or otherwise. Further, employees are responsible for respecting the rights of their
coworkers. If you believe you have experienced any job-related discrimination or harassment based on
your race, color, religion, sex, national origin, age, disability, genetic information or any other characteristic
protected by law, or if you are aware of the discrimination or harassment of others, promptly report the
incident to your manager, to any other manager, or to the Human Resources Department.

This policy applies to all incidents of alleged discrimination or harassment, including those which occur off-
premises, or off-hours, where the alleged offender is a supervisor, coworker, or even a nonemployee with
whom the employee is involved, directly or indirectly, in a business or potential business relationship. If you
do not receive a satisfactory resolution after reporting any incident of what you perceive to be discrimination
or harassment, please contact the Human Resources Department or the Chief Executive Officer. Your
complaint should be as detailed as possible; including the names of individuals involved, the names of
any witnesses, direct quotations when language is relevant, and include any relevant documents. Please
understand that ICE takes complaints of discrimination and harassment seriously. Thus, there is no need
to follow any formal chain of command when filing a complaint and you may bypass anyone in your direct
chain of command and file your complaint or discuss or express any issue of concern with any manager or
anyone in the Human Resources Department. Any complaint of unlawful discrimination or harassment will
be subjected to an immediate, thorough, and objective investigation. To the extent practical, the Company
will attempt to preserve the confidentiality of all interested parties in the investigation. Following a prompt,
effective and reasonable investigation, the Company will take all appropriate remedial action. Such actions
may include discipline, up to and including termination of employment, for any person the Company
reasonably believes engaged in unlawful discrimination or harassment.

All employees have a duty to report any conduct which they believe violates this policy. In addition, every
employee has a duty to cooperate with any investigation conducted or authorized by the Company. ICE
will not retaliate against any employee for using this complaint procedure or for filing, testifying, assisting,
or participating in any manner in a Company investigation or any investigation, proceeding, or hearing
conducted by a governmental enforcement agency.

Additionally, the Company will not tolerate any retaliation against any employee who complains of prohibited
discrimination or harassment or who participates in an investigation.

If either the complainant or the person against whom the allegation or complaint of harassment,
discrimination, or retaliation on NYSE premises is made is a member, employee of a member organization,
or other person subject to the jurisdiction of the NYSE, it should promptly brought to the attend of any Floor
Official and/or NYSE Regulation. If either the complainant or the person against whom the allegation or
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complaint of harassment, discrimination, or retaliation on Exchange premises is made is an employee of
NYSE or NYSE Regulation, it should promptly be reported to Human Resources.

Policy Implementation

To assist the NYSE in maintaining a workplace throughout its premises, including the Trading Floor, that
is free of discrimination, harassment, and retaliation, members and member organizations must educate
their personnel, including their partners, employees, and agents on the trading Floor, about this policy, and
periodically review it with them. NYSE will vigorously enforce this policy.

Finally, this policy may not be used as a basis for excluding or separating individuals of from participating in
business or work-related social activities or discussions in order to avoid allegations of harassment

V. Staff Contacts

Questions regarding this Information Memo should be directed to:

• Nicholas Brigandi, Managing Director, NYSE Floor Operations, at (212) 656-3483, or
• Rudolfo Mass, Managing Director, NYSE Floor Operations, at (212) 656-.4625.

Questions concerning interpretations of Exchange Rules or Regulatory questions in connection with this
Information Memo should be directed to:

• Marco Palomba, Senior Director, NYSE Regulation, at (212) 656-2313, or
• Sean Gilmartin, Director, NYSE Regulation, at (212) 656-3814.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 15-4

Click to open document in a browser

June 16, 2015

   TO: All NYSE and NYSE MKT Members and Member Organizations

FROM: NYSE Regulation

SUBJECT: RUSSELL RECONSTITUTION – JUNE 26, 2015

IMPORTANT – READ IN ENTIRETY PLEASE SHOW TO YOUR
COMPLIANCE OFFICER AND HEAD OF TRADING OPERATIONS

I. Purpose

Following the close of trading on June 26, 2015, the Russell Investment Group will reconstitute certain of
its indices, including the Russell 3000® Index and the Russell Microcap® Index. This reconstitution may
significantly affect the volume of trading on the New York Stock Exchange LLC (“NYSE”) and NYSE MKT
LLC (“NYSE MKT”) (collectively, the “Exchange”), particularly leading into the close on June 26.

This Information Memorandum reminds members and member organizations of certain Exchange Rules and
policies regarding:

• entry and cancellation of market-on-close/limit-on-close (“MOC/LOC”) and Closing Offset (“CO”)
orders;

• publication of closing imbalances; and
• printing the closing transaction.

This memorandum also provides guidance on possible system interruption scenarios and the operation of
certain Exchange Rules and policies in the event that such a scenario occurs.

II. Background

Reconstitution of certain Russell Indices will take effect after the close of U.S. equity markets on June
26, 2015. On June 12, 2015, the Russell Investment Group will publish a preliminary list of additions and
deletions to the Russell 3000® and Microcap® Indexes. The Exchange expects that during the trading
day on June 26, and especially at or near the Close, significant trading volume associated with portfolio
rebalancing will be initiated based upon those lists. For more information on the Russell Reconstitution, see
http://www.russell.com/indexes/tools-resources/reconstitution.asp.

III. Exchange Rules and Policies Relating to the Close

a. MOC/LOC and CO Order Entry and Cancellation

Exchange Rule 123C (Closing Procedures) is in effect for June 26, subject to the contingency scenarios
outlined below in the event of a systems outage. In addition, although certain categories of imbalance
publications (such as Informational Imbalances) require prior Floor Official approval, given the number
of imbalance publications expected and the sensitivity surrounding the Close on June 26, DMMs are
encouraged to consult with and receive the approval of a Senior Floor Official or higher.

While the Exchange expects its systems to operate normally on June 26, in the unlikely event of a systems
interruption leading into or at the Close, the Closing Procedures set out in Exchange Rule 123C would apply
in the event the Exchange declared a halt in one or more securities. In the event that the NYSE and/or
NYSE MKT invokes exemptive powers under Exchange Rule 123C(9) (Closing Procedures - Extreme Order
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Imbalances at or Near the Close), the terms of that rule would govern the handling of orders at the Close. See
Section d below.

In connection with the entry of MOC/LOC and CO orders generally, members and member organizations
should pay particular attention to the following:

• A “published imbalance” is an imbalance that has been disseminated to the Tape. An imbalance
that is announced orally or physically posted at the panel is not considered to be a published
imbalance. The Exchange Order Imbalance Information product, a data feed of real-time order
imbalances that accumulate prior to the opening of trading on the Exchange and prior to the close of
trading on the Exchange, does not constitute a “published imbalance.”

• Brokers and traders are reminded that, while they should enter orders as early in the day as
possible, all MOC/LOC orders (unless to offset a published imbalance) must be entered by 3:45

p.m. 1 
• Entering MOC/LOC orders early provides DMMs with the opportunity to more quickly identify

potential order imbalances that might exist at the Close and to disseminate that information. This,
in turn, enables brokers and traders to more effectively identify potential offsetting customer interest
that could mitigate any imbalance. MOC/LOC and CO orders entered prior to 3:45 p.m. may be
canceled or reduced prior to that time for any reason.

• After 3:45 p.m., MOC/LOC orders may be entered only to offset a security's published imbalance,
while CO orders may be entered in any amount on either side of the market. Between 3:45 p.m. and
3:58 p.m., MOC/LOC and CO orders may be canceled or reduced in size only to correct a legitimate

error. 2   This also applies to instances where cancel/replace functionality is used. Please note that
FINRA will continue to closely monitor the cancellation of MOC/LOC and CO orders pursuant to
Exchange Rules.

• After 3:58 p.m., MOC/LOC and CO orders may not be cancelled or reduced in size for any reason,
except in accordance with Exchange Rule 123C(9).

• In the event of a trading halt effective at 3:45 p.m. or later, MOC/LOC orders may be entered only
to offset a published imbalance. CO orders, however, may be entered in any amount on either side
of the market. See Exchange Rule 123C(2)(c). During a trading halt, the cutoff for cancelling MOC/
LOC and CO orders remains 3:58 p.m.

b. Imbalance Publications 3 

Exchange Rule 123C(5) provides for the publication of order imbalances as described below. In the event of a
system interruption, the times and requirements listed here may change.

1. Informational Imbalance Publications between 3:00 p.m. and 3:45 p.m.

Between 3:00 p.m. and 3:45 p.m., DMMs are encouraged to issue Informational Imbalance Publications of
any size if they believe that there could be significant price dislocation at the Close. These publications are
informational only and do not limit MOC/LOC or CO order entry or cancellation before 3:45 p.m. DMMs who
wish to issue Informational Imbalance Publications must obtain prior approval from a Floor Official or qualified
Exchange employee (see Exchange Rule 46.10) prior to issuance. As volume may be greater than normal on
June 26, 2015, DMMs should issue Informational Imbalance Publications as early as possible.

2. Mandatory MOC/LOC Imbalance Publications at 3:45 p.m.

As soon as practicable after 3:45 p.m., Exchange systems will publish any MOC/LOC imbalance of 50,000
shares or more for NYSE-listed securities and 25,000 shares or more for NYSE MKT listed securities. Other
significant imbalances of lesser size (e.g., less than 50,000/25,000 shares but significant relative to the
average daily trading volume (“ADTV”) of a particular security) may be published by the DMM with Floor
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Official or qualified Exchange employee approval. 4   In addition, any Informational Imbalance Publication
issued prior to 3:45 p.m. must be updated at 3:45 p.m. Exchange systems will publish an imbalance of 50,000
shares or more (NYSE) or 25,000 shares or more (NYSE MKT)at 3:45 p.m. If there is an imbalance of any
lesser size that is significant relative to the ADTV of the stock, it may be published by the DMM with prior
Floor Official or qualified Exchange employee approval. If there is no such imbalance at 3:45 p.m., the DMM
must issue a “no imbalance” indication.

3. Mandatory MOC/LOC Imbalance Publications after a Trading Halt

If a trading halt is in effect at 3:45 p.m. but is lifted prior to the Close, MOC/LOC imbalances of 50,000 shares
or more (NYSE) or 25,000 shares or more (NYSE MKT) will be published as soon as possible after the
resumption of trading. Additionally, any imbalance of lesser size if significant relative to the ADTV may be
published by the DMM as soon as possible after trading reopens, subject to prior Floor Official or qualified
Exchange employee approval. If the trading halt is not lifted before the Close, there will not be any imbalance
publications.

4. Exchange Publication of Order Imbalance Information

In addition to the Informational Imbalance and Mandatory MOC/LOC Imbalance Publications described
above, the Exchanges also make available real-time Order Imbalance Information prior to the Close in
accordance with Exchange Rule 123C(6). These publications take place approximately every five (5) seconds
between 3:45 p.m. and 4:00 p.m. The Order Imbalance Information publications use a reference price (see
Exchange Rule 123C(6)(a)(iii)) in order to indicate how many shares would be needed to close the security at

that price, including MOC, marketable LOC and CO orders. 5   Beginning at 3:55 p.m., the Order Imbalance
Information publications also include stop orders, d-Quotes and all other e-Quotes containing pegging

instructions eligible to participate in the closing transaction. 6 

As noted above, Order Imbalance Information publications are solely for informational purposes and off-
setting MOC/LOC interest must not be submitted in response to Order Imbalance Information publications.
Off-setting MOC/LOC interest may be submitted only as described in this memo in response to a Mandatory
MOC/LOC Imbalance Publication issued at 3:45 p.m. or after a trading halt in accordance with Rule 123C(2).

c. Printing the Closing Transaction

1. Exchange Rules 116.40 and 123C(8)

DMMs are reminded that the closing transaction must be printed consistent with Exchange Rules 116.40
and 123C(8) and must accurately reflect both the closing price and closing volume when printing the closing

transaction. 7   Additionally, DMMs are reminded of their obligation to maintain a fair and orderly market
pursuant to Rule 104.

2. Verbal Interest and e-Quotes at the Close

DMMs should take all interest, including verbal, e-Quoted and Display Book interest, into account when
formulating the Close. Depending on whether it is marketable or not, verbal interest may be handled
differently than e-Quoted interest at the Close. Marketable verbal interest is included with all market and MOC
interest at the Close, while limited verbal interest and e-Quotes are on parity with limit orders. DMMs are
reminded that verbal interest from a Floor broker should be handled one of two ways: entered into UTM by
NYSE Operations staff or into the crowd field of the Closing template by the DMM.

Pursuant to Rule 342, members and member organizations must ensure that they have adequate written
policies, procedures and controls in place to detect, deter and prevent conduct inconsistent with the guidance
set forth above. Any member who believes that the above procedures have not been adhered to should
report his or her concern to NYSE Regulation or FINRA's On-Floor Surveillance Unit.
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3. Orders to Offset MOC/LOC Imbalances at the Close to Mitigate Price Disparity

Exchange Rule 902 (Off Hours Trading Orders) provides for entry of orders after the Close. Rule 902(a)(ii)(B)
permits DMMs to include in the calculation of the Close legitimate market interest that has agreed to offset
all or part of any MOC imbalance that existed prior to the Close at 4:00 p.m. The DMM's use of this offsetting
interest to minimize significant price dislocation on the Close will result in a closing-price coupled order
between the DMM and member, member organization or customer. If the member, member organization
or customer agrees, the DMM may include this interest in offsetting an imbalance when setting the closing
price and increase DMM participation in the closing print to the extent of the new contra interest. After the
Close, the DMM will liquidate or cover the related dealer position, and the member, member organization or
customer will acquire the position. Such closing-price coupled orders are executed at the Ramp.

It is important to note that Rule 902 may not be relied on for the entry of an order after the Close when
there is no MOC/LOC imbalance or when the imbalance would not result in significant volatility and/or price
dislocation. In addition, it cannot be used if the Close has already been printed.

d. Extreme Order Imbalances at or Near the Close

In order to avoid significant dislocation in the closing price that may result from an order entered or
represented at or near the Close, Exchange Rule 123C(9) permits the Exchange, on a security-by-security
basis, to temporarily suspend the hours of operation under Rule 52 so that offsetting interest may be solicited
from both on-Floor and off-Floor participants and entered to reduce the size of the imbalance. Extensions
of trading under Rule 123C(9) may be designated by the Exchange for a specific time period. Off-setting
interest is solicited using Exchange Trader Updates as well as messages sent directly to Floor broker hand-
held devices. These Exchange issued solicitation requests include information regarding security symbol,
the imbalance amount and side, the last sale price, and a designated order acceptance cutoff time (generally
five minutes from the issuance of the solicitation request). Offsetting interest submitted in response to an
Exchange-issued solicitation request must be a limit order priced no worse than the last sale, irrevocable
and entered no later than the order acceptance cut-off time indicated in the solicitation request. Exchange
systems will accept interest entered electronically in the named security, after 4:00 p.m. only if Rule 123C9(a)
(1) is invoked.

Exchange systems will not verify side or price, and will not block post-4:00 p.m. cancellation of interest
submitted under this rule. Therefore, member and member organizations entering such interest are
responsible for ensuring compliance with the rule, such that the only interest that may be entered in response
to such a solicitation request is: (i) offsetting; (ii) a limit order priced no worse than the last sale price; and (iii)
not cancelled.

Rule 123C(9) also permits the Exchanges to temporarily suspend the prohibition on the cancellation or
reduction of a MOC/LOC order after 3:58 p.m. where there is a legitimate error in such an order and the
execution of the order would cause significant price dislocation at the Close. See Information Memoranda
09-20 (May 5, 2009) and 10-52 (December 22, 2010).

Only the DMM assigned to a particular affected security may request relief under Rule 123C(9). A request
for relief under Rule 123C(9) must be approved and supervised by an Executive Floor Governor or qualified
NYSE Euronext employee and supervised by a qualified Exchange officer, as defined in Rule 48(d). All Rule
123C(9) related approvals must be recorded in FORTÉ.

IV. Contingencies in the Event of a System Interruption

a. Contingency Scenarios

NYSE Operations has notified all members and member organizations as to how to proceed in the event of a
systems outage on June 26, 2015. There are four contingency scenarios, each of which is described below
for convenience. Members and member organizations should refer to the NYSE Operations memorandum
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published June 5, 2015, for further details. The memo is available at https://www.nyse.com/publicdocs/nyse/
markets/nyse/Russell%20Contingencies%202015.pdf. In addition, members and member organizations are
advised that in Contingency Scenarios 2 and 3, the procedures of Exchange Rule 123C will operate pursuant
to the trading halt provisions.

1. Contingency Scenario 1

In the event of a NYSE system interruption that occurs intraday whereby normal trading is resumed prior
to 3:45 p.m. the Exchange will begin the normal Market on Close posting process (3:45 pm, with some
Informational Imbalance publications as early as 3:00 p.m.). There will be the normal 4:00 p.m. close time.

2. Contingency Scenario 2

In the event of a NYSE system interruption that occurs intraday whereby normal trading is resumed between
3:45 and 3:59 p.m., the Exchange will publish MOC/LOC imbalances before the 4:00 p.m. close time.
Although the Closing process may extend later than the usual 4:00 p.m. close time, order delivery will stop at
4 p.m. Any orders in Exchange systems will be executed in one Closing trade as soon as possible thereafter.

3. Contingency Scenario 3

In the event of a NYSE system interruption that occurs intraday whereby service will be restored after the
4:00 p.m. close time, the Exchange may not publish the 3:45 pm Market on Close information. The NYSE will
notify market participants of the new close time and will price the close at or around this time. The new time
will be communicated to market participants via the market wide call and a system status posting.

4. Contingency Scenario 4

In the event of a NYSE system interruption that occurs intraday whereby service will not be restored, the
NYSE and NYSE MKT closing prices on June 26 will be the last regular way trade on those markets (Note:
Pursuant to NYSE and NYSE MKT Rule 440B(c)(3), under these circumstances, the Exchanges will use the
Consolidated last sale prices in the affected symbols, instead of last sale prices on the Exchange, to calculate
the Trigger Prices pertaining to the Short Sale Price Test on Monday, June 29.).

b. Contingency Preparedness

Members are reminded that they should have Floor stationery supplies on hand in the event they are unable
to enter or cancel orders through the system. Should a system interruption affect electronic time-stamping
functionality, members and member organizations may manually record required time information. If the
Broker Booth Support System (BBSS) is functioning, but the broker handheld is not, Floor brokers must
carry the BBSS time onto their paper orders. Under all other circumstances, the time of order entry must be
recorded by hand in the Booth, by the Floor broker or clerk.

V. Adequacy of Operations and Supervisory Staff

All members and member organizations, including DMMs, should ensure that both operational and
supervisory staffing on and around June 26, 2015 will be sufficient to monitor and process all orders,
regardless of the form in which they are received, as well as to handle the increased workload anticipated
as a result of the Russell Reconstitution. All members and member organizations should also review their
systems to ensure that they have adequate capacity to handle the expected increase in volume. For example,
DMM firms should review their DMM Unit algorithm to ensure that they meet their obligations to maintain
a fair and orderly market. DMMs are reminded to seek the advice of a Floor Official regarding any unusual
situations as quickly as possible.

VI. Supervision
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a. Review of Policies and Procedures

Members and member organizations should carefully review their procedures as well as their supervisory
systems for handling orders in connection with the Russell Reconstitution on June 26, 2015. Members
and member organizations are expected to review their practices for handling orders at or near the Close,
particularly with respect to any orders where there is an on-close or other price guarantee for those securities
that are part of the rebalancing. Reviews should include both orders that are handled manually as well as
those orders that are handled systemically, such as orders that are handled by a computer algorithm. In
addition, members and member organizations should take all necessary steps to ensure that the relevant
trading, compliance and back-office staff are familiar with firm procedures for handling orders at or near the
Close. In addition, members and member organizations are reminded of their obligation to have adequate
systems and controls relating to the use of firm systems by correspondents or others. Please consult NYSE
Information Memos 11-13 (May 16, 2011), available at http://www.nyse.com/nysenotices/nyse/information-
memos/pdf?memo_id=11-13, for more information.

b. Adequacy of Compliance Program

Members and member organizations are also reminded to ensure that they have in place a robust compliance
program that includes adequate supervisory policies and procedures to monitor for compliance with
Exchange Rule 123C and the guidance contained in this Information Memo. Firm policies and procedures
must be adequate to ensure that all procedures related to MOC/LOC orders and orders entered at or near
the Close are appropriately followed, and to detect and deter any actions that may violate Exchange or SEC
rules.

c. Due Diligence Requirements

Consistent with the requirements of Exchange Rule 405, before any order with instructions to participate at
the close is transmitted to the Floor the member or member organization accepting the order must exercise
due diligence to learn the essential facts relative to the order, including the purpose and propriety of the at-
the-close instruction. In addition, an imbalance of orders at or near the Close, caused in part by the entry of
such orders, could lead to trading being halted in the security and such orders not receiving an execution.

d. Supervision to Prevent Improperly Affecting the Close

Members and member organizations must also ensure that their activity does not artificially impact the closing
price. As such, members, member organizations and compliance staff should be mindful of Information
Memo 05-52 (August 1, 2005), available at http://www.nyse.com/nysenotices/nyse/information-memos/pdf?
memo_id=05-52, regarding Volume Weighted Average Price (VWAP) trading at or near the Close, which
addresses the responsibility for ensuring that trading strategies engaged in to facilitate or hedge VWAP
orders have an economic basis and do not have the effect of marking the close or marking the value of a
position. Member organizations should also be aware that certain orders and order entry practices may have
the potential to cause price dislocation before the Close or distort the closing price due to prevailing market
conditions at the time the order is entered. Similarly, trading at or near the Close is of particular concern due
to the condensed time frame for execution, where the resultant closing price is used to set benchmarks, such
as index rebalancing. As a result, manipulation concerns may be heightened when trading occurs at or near
the close.

Firms should review procedures utilized in connection with orders to be executed at or near the Close with
their traders and other order-entry personnel. Firms should also review systemic order-entry functions
(e.g., algorithms or “smart servers”) for compliance with the provisions of this Information Memorandum.
Firms should also review the provisions of Information Memo 95-28 (July 10, 1995), available at http://
www.nyse.com/nysenotices/nyse/information-memos/pdf?memo_id=95-28, which discusses trading near the
Close and activity that would constitute violations of Exchange Rules as well as federal securities laws. In
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that regard, members and member organizations are reminded that, where a firm has committed to purchase
from (sell to) a customer an order at a price that is derived from the closing price (e.g., VWAP and MOC
orders) while also reserving a significant portion of its hedging or covering transaction to be executed at or
near the Close, they must operate with substantial care. If the transaction is completed in a manner that does
not effectively place the firm at market risk or if the transaction does not provide an opportunity for possible
contra side interest to develop and/or react to the activity, it could raise manipulative concerns and constitute
conduct inconsistent with just and equitable principles of trade.

e. Compliance with Federal Securities Laws and Rules

In addition to complying with Exchange Rules and policies, members and member organizations should
review other applicable federal securities laws and regulations, including Section 9(a)(2) of the Securities
Exchange Act, Regulation SHO, Rule 10b-5 and Rule 15c3-5, as well as the margin and capital rules. Firms
must ensure that they have adequate policies and procedures to detect, deter and prevent such potentially
violative conduct.

Members and member organizations are reminded that failure to comply with any of the requirements
described in this memo may result in disciplinary action.

VII. Staff Contacts

Operational questions regarding this Information Memo should be directed to:

• Robert Airo, Senior Director, NYSE Operations, at 212.656.5663, or
• Dennis Pallotta, Director, NYSE Operations, at 212.656.5236.

Questions concerning interpretations of Exchange Rules or Regulatory questions in connection with this
Information Memo should be directed to:

• Marco Palomba, Senior Director, NYSE Regulation, at 212.656.2313, or
• Sean Gilmartin, Director, NYSE Regulation, at 212.656.3814.

Should a member or member organization experience any systems issues, please immediately contact the
NYSE Trading Operations Desk at 866.362.3375. For Regulatory matters emanating from systems issues,
please immediately contact the FINRA On-Floor Surveillance Unit at 917.281.3137 or OFSU@finra.org.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Exchange systems accept only those MOC/LOC orders entered after 3:45 p.m. that are on the contra
side of a published regulatory imbalance and reject all cancel requests sent after 3:58 p.m. for any
previously entered MOC/LOC order.

2  A "legitimate error" is an error in the term of an order, such as price, number of shares, side, or
identification of the security. See Exchange Rule 123C(1)(c).

3  Imbalance publications include both MOC and marketable LOC orders (based on the last sale price
at the time the publication is made). See Exchange Rule 123C(1)(b) and (d), defining "Informational
Imbalance Publications" and "Mandatory MOC/LOC Imbalance Publications." For more information on
how imbalance publications are calculated, see Exchange Rule 123C(4).

4  As with Informational Imbalance Publications, Floor Official approvals to issue certain Mandatory MOC/
LOC Imbalance Publications must be recorded in FORTE. Members must state the proposed imbalance
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information and note any other relevant information (e.g., ADTV, size, degree of impact) in connection
with the request.

5  In the case of a buy (sell) imbalance, CO orders to sell (buy) at a price equal to or lower (higher) than the
reference price are to be included in the imbalance.

6  On a day that trading on the Exchange is scheduled to close earlier than 4:00 p.m., the Exchange will
disseminate Order Imbalance Information every five (5) seconds starting at ten (10) minutes prior to the
Close. See Exchange Rule 123C(6)(a)(v).

7  For more information on the execution of orders at the Close, see Exchange Rule 123C(7).
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Click to open document in a browser

June 15, 2015

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, CHIEF OPERATIONS OFFICER,
OPERATIONS PARTNER AND LEGAL AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

FROM: NYSE REGULATION

SUBJECT: QUARTERLY EXPIRATION DAY– June 19, 2015

I. Purpose

June 19, 2015 will be a quarterly Expiration Day for stock and index options and futures products for which
settlement pricing is based upon New York Stock Exchange LLC (“NYSE”) and NYSE MKT LLC (“NYSE
MKT”) (collectively, the “Exchanges”) opening or closing prices on that day. This Information Memorandum
reminds members and member organizations of certain NYSE and NYSE MKT rules and policies regarding
opening imbalance publications, entry and cancellation of market-on-close/limit-on-close (“MOC/LOC”) and
closing offset (“CO”) orders, publication of on-the-close imbalances, and printing the closing transaction.

II. Expiration Day Opening Imbalance Publication

Members and member organizations are reminded that the regular pre-opening procedures outlined in
Rules 15 (Pre-Opening Indications) and 123D (Openings and Halts in Trading) apply on the June 19, 2015
Expiration Day. Accordingly, Designated Market Makers (“DMMs”) should publish indications as promptly
as practicable and are reminded of their additional obligations under Rule 123D to publish one or more
indications, under the supervision of a Floor Official, in situations where the opening price would be affected
by an imbalance of market and limit buy and sell orders in a security.

In the event that one or both of the Exchanges invokes its exemptive powers under Rule 48 (Exemptive
Relief – Extreme Market Volatility Condition), the terms of that rule would govern the obligation to publish pre-
opening indications.

III. Rules and Policies Relating to the Close

A. MOC/LOC and CO Order Entry and Cancellation

Members and member organizations are reminded that the provisions of Rule 123C (Closing Procedures)
apply to the Close on the June 19 Expiration Day. While the Exchanges expect systems to operate normally,
in the unlikely event of a systems interruption leading into or at the Close, the Closing Procedures set out in
Rule 123C would operate as if the Exchanges had declared a regulatory halt in one or more securities.

In the event that one or both of the Exchanges invoke their exemptive powers under Rule 123C(9) (Closing
Procedures - Extreme Order Imbalances at or Near the Close), the terms of that rule would govern the
handling of orders at the Close. See Section III. D, below.

In connection with the entry of MOC/LOC and CO orders, members should pay particular attention to the
following:

• A “published imbalance” is an imbalance that has been disseminated to the Tape. An imbalance
announced orally or physically posted at the panel is not considered to be a published imbalance.
See Section III. B, below. The Exchanges' Order Imbalance Information product, a data feed of
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real-time order imbalances that accumulate prior to the opening and the closing of trading on the
Exchanges, does not constitute a “published imbalance.”

• Brokers and traders are reminded that, while they should enter orders as early in the day as
possible, all MOC/LOC orders (unless entered to offset a published imbalance) must be entered
electronically by 3:45 p.m. Entering MOC/LOC orders early provides DMMs with the opportunity
to more quickly identify and disseminate potential order imbalances that might exist at the Close.
This, in turn, enables brokers and traders to more effectively identify potential offsetting customer
interest that could mitigate any imbalance. MOC/LOC and CO orders entered prior to 3:45 p.m. may
be cancelled or reduced prior to that time for any reason.

• After 3:45 p.m. Exchange systems will accept only MOC/LOC orders that offset a published
imbalance and CO orders, however, may be entered in any amount on either side of the market.

• Between 3:45 p.m. and 3:58 p.m., MOC/LOC and CO orders may be cancelled or reduced in size

only to correct a legitimate error. 1   This also applies to instances where cancel/replace functionality
is used.

• FINRA and NYSE Regulation will continue to closely monitor the cancellation of MOC/LOC and CO
orders.

• After 3:58 p.m., MOC/LOC and CO orders may not be cancelled, adjusted or reduced in size for any
reason except in accordance with Rule 123C(9). See Section III. D, below.

• In the event of a trading halt effective at 3:45 p.m. or later, MOC/LOC orders may be entered only to
offset a published imbalance. CO orders, however, may be entered in any amount on either side of
the market. See Rule 123C(2).

B. Imbalance Publications 2 

Rule 123C(5) provides for the publication of order imbalances as described below. In addition, members
and member organizations may refer to the attached quick-reference page for a summary of the times and
requirements for imbalance publications. DMMs are reminded that erroneous imbalance publications must be
corrected as soon as practicable.

1. Informational Imbalance Publications between 3:00 p.m. and 3:45 p.m.

Between 3:00 p.m. and 3:45 p.m., DMMs are encouraged to issue Informational Imbalance Publications
of any size if they believe that there could be significant price dislocation at the Close. These publications
are informational only and do not limit MOC/LOC or CO order entry or cancellation before 3:45 p.m. DMMs
who wish to issue an Informational Imbalance Publication must obtain prior approval from a Floor Official
or qualified Exchange employee (see Rule 46.10) prior to issuance. Floor Official approvals to issue
Informational Imbalance Publications must be recorded in the Floor Official Request Tracking Engine
(“FORTÉ”). Members must state the proposed imbalance information and note any other relevant information
(e.g., average daily trading volume (“ADTV”), size, or degree of impact) in connection with the request.

2. Mandatory MOC/LOC Imbalance Publications at 3:45 p.m.

As soon as practicable after 3:45 p.m., any MOC/LOC imbalance of 50,000 shares or more for NYSE-listed
securities, and 25,000 shares or more for NYSE MKT-listed securities, will be published by the Exchange.
Other significant imbalances of lesser size (i.e., less than 50,000/25,000 shares but significant relative to
the ADTV of a particular security) may be published by the DMM with Floor Official or qualified Exchange
employee approval. As with Informational Imbalance Publications, Floor Official approvals to issue certain
Mandatory MOC/LOC Imbalance Publications must be recorded in FORTÉ and members should state the
proposed imbalance information and note any other relevant information (e.g., ADTV, size, or degree of
impact) in connection with the request.
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In addition, any Informational Imbalance Publication issued prior to 3:45 p.m. must be updated. An imbalance
of 50,000 shares (NYSE)/25,000 shares (NYSE MKT), or more will be published. If there is an imbalance of
any lesser size that is significant relative to the ADTV of the stock, it may be published by the DMM with Floor
Official or qualified Exchange employee approval. If there is no such imbalance, a “no imbalance” indication
must be issued by the DMM.

3. Mandatory MOC/LOC Imbalance Publications after a Trading Halt

If a trading halt is in effect at 3:45 p.m. but is lifted prior to the Close, any MOC/LOC imbalance of 50,000
shares (NYSE)/25,000 shares (NYSE MKT), or more will be published by the DMM as soon as possible after
the resumption of trading. Additionally, any imbalance of lesser size, if significant relative to the ADTV may
be published by the DMM as soon as possible after trading reopens, subject to prior Floor Official or qualified
Exchange employee approval. If the trading halt is not lifted before the Close, there will not be any imbalance
publications.

4. Exchange Publication of Order Imbalance Information

In addition to the Informational Imbalance and Mandatory MOC/LOC Imbalance Publications described
above, the Exchanges also make available real-time Order Imbalance Information prior to the Close in
accordance with Rule 123C(6). These publications take place approximately every five (5) seconds between
3:45 p.m. and 4:00 p.m. The Order Imbalance Information publications use a reference price in order to
indicate how many shares would be needed to close the security at that price, including MOC, marketable
LOC and CO orders. (For more information on how the reference price is determined, see Rule 123C(6)(a)
(iii)). Beginning at 3:55 p.m., the Order Imbalance Information publications also include stop orders, d-Quotes
and all other e-Quotes containing pegging instructions eligible to participate in the closing transaction.

As noted above, Order Imbalance Information publications are solely for informational purposes and off-
setting MOC/LOC interest must not be submitted in response to Order Imbalance Information publications.
Off-setting MOC/LOC interest may be submitted only as described in this memo in response to a Mandatory
MOC/LOC Imbalance Publication issued at 3:45 p.m. or after a trading halt in accordance with Rule 123C(2).

C. Printing the Closing Transaction

1. Rules 116.40 and 123C(8)

DMMs are reminded that the closing transaction must be printed consistent with Rules 116.40 and 123C(8)

and must accurately reflect both the closing price and closing volume when printing the closing transaction. 3

   Additionally, DMMs are reminded of their obligation to maintain a fair and orderly market pursuant to Rule
104.

2. Verbal Interest and e-Quotes at the Close

DMMs should take all interest, including verbal, e-Quoted and Display Book interest, into account when
formulating the Close. Depending on whether it is marketable or not, verbal interest may be handled
differently than e-Quoted interest at the Close. Marketable verbal interest is included with all market and MOC
interest at the Close, while limited verbal interest and e-Quotes are on parity with limit orders. DMMs are
reminded that verbal interest from a Floor broker should be handled one of two ways: entered into UTM by
NYSE Floor Operations staff or into the crowd field of the Closing template by the DMM.

Pursuant to Rule 342, members and member organizations must ensure that they have adequate written
policies, procedures and controls in place to detect, deter and prevent conduct inconsistent with the guidance
set forth above. Any member who believes that the above procedures have not been adhered to should
report their concern to the FINRA On-Floor Surveillance Unit or NYSE Regulation.

3. Orders to Offset MOC/LOC Imbalances at the Close to Mitigate Price Disparity
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Rule 902 (Off Hours Trading Orders) provides for entry of orders after the Close. Rule 902(a)(ii)(B) permits
DMMs to include in the calculation of the Close legitimate market interest that has agreed to offset all or part
of any MOC imbalance that existed prior to the Close at 4:00 p.m. The DMM's use of this offsetting interest
to minimize significant price dislocation on the Close will result in a closing-price coupled order between the
DMM and member, member organization or customer. If the member, member organization or customer
agrees, the DMM may include this interest in offsetting an imbalance when setting the closing price and
increase DMM participation in the closing print to the extent of the new contra interest. In this way the DMM
will liquidate or cover the related dealer position, and the member, member organization or customer will
acquire the position. Such closing-price coupled orders are executed at the Ramp.

It is important to note that Rule 902 may not be relied on for the entry of an order after the Close when
there is no MOC/LOC imbalance or when the imbalance would not result in significant volatility and/or price
dislocation. In addition, it cannot be used if the Close has already been printed.

D. Extreme Order Imbalances at or Near the Close

In order to avoid significant dislocation in the closing price that may result from an order entered or
represented at or near the Close, Rule 123C(9) permits the Exchanges, on a security-by-security basis,
to temporarily suspend the hours of operation under Rule 52 so that offsetting interest may be solicited
from both on-Floor and off-Floor participants and entered to reduce the size of the imbalance. The order
acceptance cut-off time will be a time period designated by the Exchange. Offsetting interest is solicited
using Exchange Trader Updates as well as messages sent directly to Floor broker hand-held devices. These
Exchange-issued solicitation requests include information regarding security symbol, the imbalance amount
and side, the last sale price, and a designated order acceptance cutoff time (generally five minutes from
the issuance of the solicitation request). Offsetting interest submitted in response to an Exchange-issued
solicitation request must be a limit order priced no worse than the last sale, irrevocable and entered no later
than the order acceptance cut-off time indicated in the solicitation request. Exchange systems will accept
interest entered electronically in the named security after 4:00 p.m. only if Rule 123C(9)(a)(1) is invoked.

Exchange systems will not verify side or price and will not block post-4:00 p.m. cancellation of interest
submitted under this rule. Therefore, member and member organizations entering such interest are
responsible for ensuring compliance with the rule, such that the only interest that may be entered in response
to such a solicitation request is: (i) offsetting; (ii) a limit order priced no worse than the last sale price; and (iii)
not cancelled.

Rule 123C(9) also permits temporary suspension of the prohibition on the cancellation or reduction of a MOC/
LOC order after 3:58 p.m. where there is a legitimate error in such an order and the execution of the order
would cause significant price dislocation at the Close. See Information Memoranda 09-20 (May 5, 2009) and
10-52 (December 22, 2010).

Only the DMM assigned to a particular affected security may request relief under Rule 123C(9). A request
for relief under Rule 123C(9) must be approved and supervised by an Executive Floor Governor or qualified
NYSE employee and supervised by a qualified Exchange officer, as defined in Rule 48(d). All Rule 123C(9)-
related approvals must be recorded in FORTÉ.

IV. Adequacy of Operations and Supervisory Staff

All members and member organizations, including DMMs, should ensure that both operational and
supervisory staffing on and around the June 19 Expiration Day will be sufficient to monitor and process all
orders, regardless of the form in which they are received, as well as to handle the anticipated increased
workload. All members and member organizations should also review their systems to ensure that they have
adequate capacity to handle the expected increase in volume. For example, DMM firms should review their
DMM Unit algorithm to ensure that they meet their obligations to maintain a fair and orderly market. DMMs
are reminded to seek the advice of a Floor Official regarding any unusual situations as quickly as possible.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

361

http://researchhelp.cch.com/License_Agreement.htm


V. Supervision

A. Review of Policies and Procedures

In view of increased automated order delivery, e-Quoting and automatic execution, members and member
organizations should carefully review their procedures as well as their supervisory systems for handling
orders in connection with the Expiration Day. Specifically, members and member organizations should review
their practices for handling orders at or near the Close. Reviews should include both manual orders and those
handled systemically, such as orders that are handled by a computer algorithm. In addition, members and
member organizations should take all necessary steps to ensure that the relevant trading and back-office
staffs are familiar with firm procedures for handling orders at or near the Close.

In addition, members and member organizations are reminded of their obligation to have adequate systems
and controls relating to the use of firm systems by correspondents or others. Please consult Information
Memo 11-13 (May 16, 2011) for more information.

B. Adequacy of Compliance Program

Members and member organizations are also reminded to ensure that they have a robust compliance
program that includes adequate written policies, procedures and supervisory controls to monitor for
compliance with Rule 123C and the guidance contained in this memo. Policies and procedures must be
adequate to ensure that all procedures related to MOC/LOC orders and orders entered at or near the Close,
are appropriately followed, and to detect and deter any actions that may violate NYSE, NYSE MKT and/or
SEC rules.

C. Due Diligence Requirements

Consistent with the requirements of Rule 405, before any order with instructions to participate at the Close
is transmitted to the Floor the member or member organization accepting the order must exercise due
diligence to learn the essential facts relative to the order, including the purpose and propriety of the at-the-
close instruction. In addition, an imbalance of orders at or near the Close, caused in part by the entry of such
orders, could lead to trading being halted in the security and such orders not receiving an execution.

D. Supervision to Prevent Improperly Affecting the Close

Members and member organizations must also ensure that their activity does not have the effect of artificially
impacting the closing price. Firms should review procedures utilized in connection with orders to be executed
at or near the Close with their traders and other order-entry personnel. Firms should also review systemic
order-entry functions (e.g., algorithms or “smart servers”) for compliance with the NYSE and NYSE MKT rules
and the provisions of this Information Memorandum. Firms should also review the provisions of Information
Memo 95-28 (July 10, 1995), which discusses trading near the Close and activity that would constitute
violations of NYSE and NYSE MKT rules, as well as federal securities laws.

In that connection, members and member organizations are reminded that, where a firm has committed to
purchase from (sell to) a customer at a price that is derived from the closing price (MOC orders) while also
reserving a significant position of its hedging or covering transaction to be executed at or near the Close, they
must operate with substantial care. If the transaction is completed in a manner that does not effectively place
the firm at market risk or if the transaction does not provide an opportunity for possible contra side interest
to develop and/or react to the activity, it would raise manipulative concerns and would operate as conduct
inconsistent with just and equitable principles of trade.

E. Compliance with Federal Securities Laws and Rules

In addition to complying with NYSE and NYSE MKT rules and policies, members and member organizations
should review all other applicable federal securities laws and regulations, including Section 9(a)(2) of the
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Securities Exchange Act, Regulation SHO, Rule 10b-5 and Rule 15c3-5, as well as the margin and capital
rules. Firms must ensure that they have written policies, procedures, and supervisory controls reasonably
designed to detect and deter potentially violative conduct.

Members and member organizations are reminded that failure to comply with any of the requirements
described in this memo may result in disciplinary action.

VI. Staff Contacts

Regulatory questions relating to this Information Memo should be addressed to:

• Marco Palomba, Senior Director, NYSE Regulation, Inc., 212.656.2313, or
• Sean Gilmartin, Director, NYSE Regulation, Inc., 212.656.3814.

Operations questions concerning this memorandum should be addressed to:

• Robert Airo, Senior Director, NYSE Operations, at 212.656.5663, or
• Dennis Pallotta, Director, Operations, 212.656.5236.

Attachments

Quick-Reference Page

NYSE/NYSE MKT Close

• MOC/LOC entry

- Must be entered by 3:45 pm, unless offsetting a published imbalance.
- Must be entered electronically.

• Cancellation of MOC/LOCs

- Can be cancelled after 3:45 pm only in cases of legitimate error.

- Cannot be cancelled after 3:58 pm, even if legitimate error. * 
• Mandatory MOC/LOC Imbalance Publication

- One regulatory MOC/LOC publication at 3:45 pm, done systemically
• Closing Offset (“CO”) Order

- Can be entered on either side of the market, at any time during the day.
- Can be used to offset any imbalance at the Close but does not yield to at price G
orders.*
- Not guaranteed to participate; may participate only to offset imbalance if no other interest
is remaining to trade at the closing price on the same side of the CO order.
- Cannot swing balance to other side.
- Time priority basis with other CO orders on the same side of the market.
- Not included in the mandatory MOC/LOC imbalance publication.
- Subject to the same restrictions on cancelling as MOC/LOC orders, i.e., cannot be

cancelled after 3:58 pm, even if legitimate error ** 
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• Order Imbalance Data feeds (Proprietary Data product) to all customers (upstairs and Floor)

- Every 5 seconds beginning at 3:45 pm
- Compiled using:

• Reference price
• MOC/LOC imbalance and the side of the market
• At 3:55 pm, d-Quotes and all other e-Quotes containing pegging instructions

eligible to participate on the Close
• MOC/LOC paired quantity at reference price
• CO orders on the opposite side
• At-price LOC interest eligible to offset the imbalance.
• Price at which closing-only interest (MOC orders, marketable LOC orders and

CO orders on the opposite side of the imbalance) will execute in full
• Price where all orders eligible to trade on the Close would execute against

themselves and orders on DBK.
• d-Quotes for closing transactions must be entered by 3:59:50 pm.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  A "legitimate error" is an error in any term of a MOC/LOC order, such as price, number of shares, side,
or identification of the security. See Rule 123C(1)(c).

2  Imbalance publications include both MOC and marketable LOC orders (based on the last sale price
at the time the publication is made). See Rule 123C(1)(b) & (d), defining "Informational Imbalance
Publications" and "Mandatory MOC/LOC Imbalance Publications." For more information on how
imbalance publications are calculated, see Rule 123C(4).

3  For more information on the execution of orders at the Close, see Rule 123C(7).
*  G orders with a price equal to the closing price are the last interest eligible to offset a closing imbalance.

**  Except as provided in Rule 123C(9)(a).
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January 16, 2015

   ATTENTION: ALL NYSE AND NYSE MKT MEMBERS AND MEMBER ORGANIZATIONS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: LIMITATIONS ON THE USE OF CERTAIN WIRELESS TRADING DEVICES

Purpose

In light of the redesign of the trading floor, this is a reminder of the prohibitions regarding the use of equities
and options wireless trading devices by members and their employees.

Prohibitions Regarding Wireless Handheld Trading Devices

Members and employees of member organizations are prohibited from using or possessing any wireless
handheld trading device that may be used to view or enter orders directly into the Equities automated trading
systems while on the Options Trading Floor. Members and employees of member organizations are also
prohibited from using or possessing any wireless trading device that may be used to view or enter orders
directly into the Options automated trading systems while on the Equities Trading Floor.

Before leaving the Equities Trading Floor, members should ensure they properly secure their handheld
trading devices to prevent unauthorized use. Members that bring an equities handheld trading device onto the
Options Trading Floor will be subject to appropriate disciplinary action.

Supervision

Member organizations are reminded they must have adequate written policies, procedures, and supervisory
controls reasonably designed to detect and deter potential violations of the prohibitions described in this
Memorandum. Failure to have adequate written policies and procedures in place or to have an adequate
supervisory system in place may result in disciplinary action.

NYSE Regulation Staff Contacts:

Questions concerning this Information Memo should be addressed to:

Sean Gilmartin at (212) 656-3814 or Marco Palomba at (212) 656-2313

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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January 14, 2015

   TO: ALL NYSE AND NYSE MKT MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: POLICIES GOVERNING CONDUCT ON PREMISES UNDER NYSE CONTROL, INCLUDING
THE TRADING FLOOR

This Information Memo reminds all members, member organizations, and their employees of the policies
governing conduct on New York Stock Exchange LLC (“NYSE”) premises, including the NYSE and NYSE
MKT Equities trading Floor (the “Floor”). These policies include the following:

• Floor Conduct and Safety Guidelines;
• Gambling Policy;
• Prohibition Against Firearms, Illegal Weapons, and Fireworks; and
• Non-Harassment Policy.

Member organizations should provide a copy of this memorandum to all Floor employees.

Where any act described below constitutes a serious violation of the Floor Conduct and Safety requirements,
where there are repeated violations, and/or where behavior may constitute harassment pursuant to the
IntercontinentalExchange, Inc. (“ICE”) Non-Harassment Policy (see Section IV, below), Floor Officials, after
consultation with NYSE Regulation, Inc. (“NYSE Regulation”) staff (or, if the incident involves NYSE or ICE
employees, Human Resources), should not proceed under the Guidelines but rather refer the matter to NYSE
Regulation or Human Resources, as appropriate, for further review.

This Information Memo supersedes and replaces Information Memo 11-20 (July 1, 2011).

I. Floor Conduct and Safety Guidelines

The conduct of individuals on the Floor and other premises under NYSE control can significantly affect the
public's image of the quality, fairness and professionalism of the NYSE marketplace. In addition, the conduct
of individuals can impact the safety and welfare of others and the efficient conduct of business. For these
reasons, all persons, while on the Floor and other premises under NYSE control, shall not:

• Engage in any act or practice that may be detrimental to the interest or welfare of the Exchange; or
• Engage in any act or practice that may serve to disrupt or hinder the ordinary and efficient conduct

of business; or
• Engage in any act or practice that may serve to jeopardize the safety or welfare of any other

individual.

All members, member organizations and their Floor employees should familiarize themselves with the
following requirements and the penalties that may be imposed by Floor Officials where violations of these
requirements have occurred.

Conduct on the Floor and Other Premises under NYSE Control

All member organization Floor employees, non-members as well as members, are subject to monetary
fines for the following activities. Denial of Floor access may also be appropriate in a given circumstance.
Floor Officials may weigh all relevant facts and circumstances, including the severity of the conduct and any
extenuating circumstances, in determining the appropriate penalty.

Two Floor Officials
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Two Floor Officials, at least one of whom is an NYSE Staff Governor, Executive Floor Governor, Floor
Governor, Executive Floor Official, or Senior Floor Official may impose a penalty against any member or Floor
employee of a member organization for engaging in the following conduct:

♦ Roughhousing

Roughhousing, i.e., consensual rough play or kidding around which involves physical contact without intent to
harm, is unprofessional. Fines for roughhousing are:

• first offense: $500
• second offense: $1,000

Nonconsensual physical altercations (e.g., fighting) are not roughhousing and are not covered by these
Guidelines. Such conduct may be subject to informal or formal discipline action.

♦ Damage or Abuse of Floor Facilities or Equipment

Floor facilities and equipment includes but is not limited to the Display Book, the Broker Booth Support
System, Broker Handhelds, NYSE computers and screens, and telephones located at posts and booth
locations. Individuals damaging Floor facilities and equipment are subject to the following fines:

• first offense: $500
• second offense: $1,000

Individuals are also liable for repair or replacement costs plus losses resulting from equipment unavailability
during repair or replacement.

Where individual responsibility for damage cannot be determined, the member organization will be subject to
the following fines:

• first offense: $1,000
• second offense: $2,000

Firms are also liable for repair or replacement costs plus losses resulting from equipment unavailability during
repair or replacement.

♦ Use of Artificial Noisemakers, Air Horns or Electronic Amplifiers

Use of artificial noisemakers, air horns or electronic amplifiers is disruptive and unprofessional. Possession or
use of such items will result in the following fines:

• first offense: $500
• second offense: $1,000

♦ Failure to Cooperate with NYSE Security Personnel

The NYSE Security Department is responsible for the safety of all persons on premises under NYSE control.
Cooperation with NYSE Security is essential. Failure to cooperate with NYSE Security will result in the
following fines:

• first offense: $500
• second offense: $1,000

♦ Orderly Evacuation of Trading Floor

Actions jeopardizing the safety or welfare of others during a Floor evacuation, including refusal to immediately
depart the Floor, use an assigned emergency exit, immediately depart the building, and/or go to an assigned
staging area, is impermissible and will result in the following fines:

• first offense: $500
• second offense: $1,000
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One Floor Official

One Floor Official may impose a penalty for engaging in the following conduct:

♦ Practical Jokes

Practical jokes are unprofessional and strictly prohibited on the Floor. Engaging in practical jokes will result in
the following fines:

• first offense: $250
• second offense: $500

Where the practical joke is harassing, the conduct should be addressed pursuant to the Non-Harassment
Policy. See Section IV, below.

♦ Abusive or Indecorous Language and/or Behavior

Abusive or indecorous language and/or behavior is unprofessional and unacceptable on premises under
NYSE control. Such speech or actions will result in the following fines:

• first offense: $500
• second offense $1000

Where the language or behavior is harassing, the conduct should be addressed pursuant to the Non-
Harassment Policy. See Section IV, below.

♦ Display/Circulation of Inappropriate Written or Graphic Material

The display or circulation of written material or graphic images, including among other things, pictures or
cartoons, which are harassing, inappropriate, offensive, and/or lewd, is strictly prohibited. This prohibition
extends to electronically displayed material such as screen savers and other electronically displayed images.
Display or circulation of inappropriate written or graphic material will result in the following fines:

• first offense: $500
• second offense: $1000

Where the displayed or circulated material is harassing, the conduct should be addressed pursuant to the
Non-Harassment Policy. See Section IV, below.

♦ Registration and Identification

○ Display of Proper Identification When Entering and While on the Floor

Members and Floor employees of member organizations are required to show their NYSE-issued photo
identification card when entering the building. The identification card must also be prominently displayed, with
the photo visible, while on NYSE premises including the Floor. Use of a Floor badge belonging to another
member or Floor employee to enter or exit the Floor is also strictly prohibited. Failure to comply with these
requirements will result in following fines:

• first offense: $250
• second offense: $500

○ Employment of Clerical Personnel
○

Visitor's badges are not acceptable identification cards for Floor employees. All Floor employees of member
organizations must be properly registered with the NYSE and approved prior to admittance to the Floor.
Floor employees of member organizations are required to file electronically with Web CRD©. Temporary
Floor employees (including temporary trading assistants) are subject to the same registration and other
requirements as all other Floor employees. (A package containing all required forms and instructions may
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be obtained from FINRA's Qualifications and Registrations Department.) . Failure to comply with these
requirements will result in the following fines:

• first offense: $1,000
• second offense: $2,000

○ Surrender of Exchange-Issued Identification Card

Pursuant to Rule 35.80, members and member organizations must notify the NYSE Security Office
immediately but not longer than 24 hours after a member's or Floor employee's termination, cancellation of
an Exchange-issued identification card prior to expiration, or re-assignment to non-Floor functions. Members
and member organizations must also surrender the NYSE-issued identification card within 24 hours of
the termination, cancellation or re-assignment. Failure to comply with these requirements will result in the
following fines:

• first offense: $1,000
• second offense: $2,000

♦ Visitors

Members and member organizations assume full responsibility for visitors to the Floor and must take
reasonable steps to ensure compliance with the policies outlined herein, including the dress code policy.
Members or properly designated member firm Floor employees (such as Listed Company Relations or
Customer Relations staff) must escort and accompany visitors throughout their entire visit, taking particular
care to avoid highly active areas (including active crowds and fringe areas of activity).

A member organization's failure to comply with these requirements will result in the following fines:

• first offense: $500
• second offense: $1,000

An individual's failure to comply with these requirements will result in the following fines:

• first offense: $250
• second offense: $500

○ Issuance and Surrender of Visitor's Pass

Members or member organizations sponsoring a visitor to the Floor must obtain approval from the office of
External Relations and Security. Requests must be sent to NYSE-TradingFloorVists@theICE.com.

Member firms should seek approval from NYSE Corporate Affairs (CorporateAffaris@nyse.com) before
scheduling Government officials, non-US Government officials, and any high profile public guests.

Note: Visitors to the Trading Floor must be at least 14 years old.

○ Visitor Dress Requirements

All visitors to the Floor must comply with the applicable Code of Personal Appearance and Dress Code (see
below).

Unauthorized Photography, Video and/or Audio Recording, Personal Cell Phone Usage and
Texting

Flash photography, video and audio recording, cell phone usage and texting are not permitted on the Floor.
Failure to abide by this prohibition or tolerating a member-sponsored visitor engaging in prohibited activity will
result in the following fines:

• first offense: $250
• second offense: $500
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♦ Representation on the Floor

All members or member organizations having a telephone space on the Floor must designate a
representative on the Floor between 30 minutes prior to the open and 30 minutes after the close, or such
other period as may from time to time be prescribed by the NYSE, or until all reports due the member
organization have been received, whichever is later. DMM representatives should have access to the unit's
books and records. All representatives must have the authority to resolve and close out open or questioned
items. Failure to adhere to these provisions by a member organization will result in the following fines:

• first offense: $1,000
• second offense: $2,000

♦ Unauthorized Solicitation or Sale of Goods or Services

Sale or solicitation of products or services on the Floor must be authorized by an NYSE Staff Governor,
Executive Floor Governor, Floor Governor, Executive Floor Official, or Senior Floor Official. Failure to adhere
to this guideline will result in the following fines:

• first offense: $250
• second offense: $500

♦ Smoking

Smoking, including the use of e-cigarettes, and chewing tobacco are strictly prohibited on all NYSE premises,
including the Floor. Failure to abide by this prohibition will result in the following fines:

• first offense: $250
• second offense: $500

♦ Running

Running is prohibited at all times on the Floor. Failure to abide by this prohibition will result in the following
fines:

• first offense: $250
• second offense: $500

♦ Possession/Consumption of Alcoholic Beverages

Possession and/or consumption of any alcoholic beverage on the Floor during business hours as defined in
Rule 51 is strictly prohibited. Failure to abide by this prohibition will result in the following fines:

• first offense: $250
• second offense: $500

♦ Food and Drink

Food and drink, while allowed on the Floor, should be consumed at the booth or post. Food and drink may
not be brought into the crowd or consumed while walking across the Floor. Failure to comply with these
limitations will result in the following fines:

• first offense: $250
• second offense: $500

♦ Code of Personal Appearance and Dress Code 1 

Members and Floor employees of member organizations are required to dress professionally and adhere to
the following dress code, as the Exchange may from time to time modify. All garments must be reasonably
pressed and not wrinkled.

Male Personnel
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All male personnel are expected to wear suitable attire as follows:

A dress shirt, buttoned at the collar, with a dress tie knotted at the customary place, i.e., snug to the collar; full
length dress trousers or slacks; jeans or other sport slacks are not permitted; a jacket with long sleeves (An
acceptable jacket shall include a suit, sport coat, blazer or solid color office jacket).

Male Guests

Dress code for visitors is business casual. Suit, Sport Coat or Jacket should be worn, but a tie is not required.
A dress, collared golf/polo shirt or turtleneck is acceptable. T-Shirts, tank tops or other casual shirts, jeans
and shorts are not acceptable.

Female Personnel and Guests

All female personnel and guests are expected to wear suitable business attire as follows: Skirts and dresses
should be worn at appropriate business lengths.

Blouses, shirts, sweaters and tops should be of appropriate style and shall exclude informal wear. Pants and
slacks should be full length dress slacks. Jeans and shorts are not acceptable.

Male and Female Requirements

Footwear should be confined to those that are comfortably heeled and considered safe. Shoes should also be
appropriate styles for a businesslike environment (black sneakers are acceptable). Flip flops, causal beach
or boat shoes, and other extreme styles are not permitted. Shoes must be worn at all times on the Floor,
including in the booth or behind the post.

Men must wear socks. Women should use their judgment depending on the style of clothing worn.

Summer Attire

The standards of dress outlined above will apply throughout the year. If conditions warrant, the Exchange
may waive certain of the requirements for a specified period of time.

Grooming

Beards, Mustaches, and Sideburns should be neatly trimmed. Hair should be neatly maintained.

Failure to comply with these requirements will result in the following fines:

• first offense: $250
• second offense: $500

Procedures for Handling Violations

When a Floor Official, Senior Floor Official, Executive Floor Official, Floor Governor, NYSE Staff Governor
or Executive Floor Governor observes or receives information of a possible violation of the Floor Conduct
and Safety Policy requirements, and determines, after appropriate inquiry, that a violation has occurred, the
following steps should be taken:

• The Floor Official, Senior Floor Official, Executive Floor Official, Floor Governor, NYSE Staff
Governor or Executive Floor Governor shall determine if there have been any prior offenses.

• The Floor Official, Senior Floor Official, Executive Floor Official, Floor Governor, NYSE Staff
Governor or Executive Floor Governor shall inform the individual or firm involved (and NYSE
Regulation) of the penalty.

• In cases involving denial of Floor access, the Floor Official, Senior Floor Official, Executive Floor
Official, Floor Governor, NYSE Staff Governor or Executive Floor Governor shall inform NYSE
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Security. NYSE Security should deactivate the Exchange-issued identification card at the close of
trading on the day on which the individual is notified of the suspension.

• Fines are payable to the New York Stock Exchange and should be delivered to NYSE Floor
Operations staff at the Executive Ramp at 11 Wall Street within three business days. Failure to pay
fines in a timely manner may result in revocation of Floor access.

If an individual seeks to contest a determination, an NYSE Staff Governor or Executive Floor Governor
not involved in the original determination (or, if all NYSE Staff Governors and Executive Floor Governors
are absent, a Floor Governor, Executive Floor Official, or Senior Floor Official not involved in the original
determination) should arrange for a panel of three Floor Governors, Executive Floor Officials, or Senior Floor
Officials not involved in the original determination to review the action. Both the individual and the Floor
Official, Senior Floor Official, Executive Floor Official, Floor Governor, NYSE Staff Governor or Executive
Floor Governor involved in the original determination must appear before the three person panel. If the panel
concurs that a violation occurred and the individual disagrees, the next level of appeal would be the NYSE
Board of Directors Committee for Review. NYSE Regulation should be informed of all appeal review requests
and results.

II. Prohibition on Gambling

Promoting or participating in certain gambling activities on the Floor or other premises under NYSE control is
strictly prohibited by the Floor Conduct and Safety Guidelines and NYSE and NYSE MKT Rules (“NYSE and
NYSE MKT Rules and Policies”).

Gambling is a criminal offense in New York and also a violation of NYSE and NYSE MKT Rules and Policies
when a person, in a capacity other than as a participant or “player,” operates, promotes or advances a
gambling enterprise or activity with the agreement or understanding that they will receive money, property or
otherwise share in the proceeds of the gambling activity pursuant to the Agreement or understanding.

Any remuneration or payment, including tips or gratuities to the individual advancing or promoting the
gambling activity made pursuant to any custom or practice, can constitute an agreement or understanding
to participate in the proceeds of gambling activity. For example, a sporting event pool where the participants
purchase participation in the pool and each of the persons who win pay the person who organizes and
promotes the pool an amount of money equal to a percentage of their winnings would be criminal and violate
NYSE and NYSE MKT Rules and Policies. Other examples of prohibited gambling activity include schemes
such as bookmaking, numbers games, or other organized for-profit betting activity relating to sporting
activities, other outside events or games of chance.

Telephones, computers, or other communications devices or business equipment located on the Trading
Floor or other premises under NYSE control may not be used for any prohibited gambling activities. Further,
the display or visible possession of gambling devices such as pool boxes, betting slips, etc. used in any
gambling activity is also strictly prohibited on the Floor or other premises under NYSE control.

Members and member organizations are reminded that the Floor Conduct and Safety Guidelines require that
all persons, while on the Floor or on other premises under NYSE control, refrain from engaging in any act or
practice that may be detrimental to the interest or welfare of the NYSE.

If you have any questions about whether a particular activity is prohibited, you should consult with your firm's
compliance officer, senior manager, and/or legal counsel.

III. Policy Prohibiting the Possession of Firearms, Illegal Weapons and Fireworks

The NYSE is committed to maintaining a safe and secure working environment. Accordingly, possession
of any firearm, ammunition, or weapon prohibited by the New York State Penal Law or New York City
Administrative Code, or any other item considered dangerous by NYSE Security, including fireworks, is
strictly prohibited on NYSE premises, including the Floor. Possession of a valid firearms permit does not
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waive or modify this policy. Violations of this policy can result in arrest, detention, expulsion from NYSE
premises or facilities, and/or disciplinary action.

IV. Non-Harassment Policy

In accordance with applicable law, ICE prohibits harassment on the basis of race, color, religion, sex, national
origin, age, disability, genetic information or any other characteristic protected by law. ICE believes in an open
and inclusive workplace where employees can work productively without concern for harassment or bullying
at any time. Regardless of whether conduct is strictly illegal under applicable law, harassment and bullying in
any form will not be tolerated. All such harassment is unlawful and will not be tolerated.

Sexual Harassment Defined

With respect to sexual harassment, ICE prohibits the following:

A. Unwelcome sexual advances, requests for sexual favors, or visual, verbal, or physical conduct
of a sexual nature, especially where (1) submission to the conduct is explicitly or implicitly made
a term or condition of employment; (2) submission to or rejection of the conduct is used as basis
for employment decisions affecting the individual; or (3) the conduct has the purpose or effect of
unreasonably interfering with the employee's work performance or creating an intimidating, hostile,
or offensive working environment.

B. Offensive comments, jokes, innuendos, and other sexually oriented statements.

Examples of the types of conduct expressly prohibited by this policy include, but are not limited to, the
following:

• Unwanted sexual advances;
• Offering employment benefits in exchange for sexual favors;
• Making or threatening reprisals after a negative response to sexual advances;
• Visual conduct such as leering, making sexual gestures, or displaying sexually suggestive objects,

pictures, cartoons, or posters;
• Verbal conduct such as making or using derogatory comments, epithets, slurs, sexually explicit

jokes, or comments about any employee's body or dress;
• Verbal sexual advances or propositions;
• Verbal abuse of a sexual nature, graphic verbal commentary about an individual's body, sexually

degrading words to describe an individual, or suggestive or obscene letters, notes, or invitations;
• Physical conduct such as touching, assault, or impeding or blocking movements;
• Retaliation for reporting harassment or threatening to report harassment;
• Sending inappropriate or hostile e-mails or other electronic messages; and
• Any other behavior deemed inappropriate by ICE.

Individuals Covered

This policy prohibits harassment on the job whether it involves coworker harassment, harassment by a
manager, or harassment by persons doing business with or for the Company.

In addition to applying to all NYSE employees, the Exchange's policy prohibits discrimination, including
harassment, and retaliation by other persons on Exchange premises, including, but not limited to, members,
employees of member organizations who work on the Trading Floor, persons whose services are temporarily
utilized by the NYSE or a member organization; and persons not directly related to the NYSE who may visit
the trading Floor, including, for example, a vendor, consultant, customer, or guest. The recipient, as well as
the initiator, of allegedly harassing behavior may belong to any of these groups.
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Members, employees of member organizations, and other persons subject to the jurisdiction of the NYSE
who are found to have engaged in harassment or any other conduct that violates this policy will be subject to
appropriate disciplinary action in accordance with NYSE and NYSE MKT Rules.

Complaint Procedure

Each member of management is responsible for creating an atmosphere free of discrimination and
harassment, sexual or otherwise. Further, employees are responsible for respecting the rights of their
coworkers. If you believe you have experienced any job-related discrimination or harassment based on
your race, color, religion, sex, national origin, age, disability, genetic information or any other characteristic
protected by law, or if you are aware of the discrimination or harassment of others, promptly report the
incident to your manager, to any other manager, or to the Human Resources Department.

This policy applies to all incidents of alleged discrimination or harassment, including those which occur off-
premises, or off-hours, where the alleged offender is a supervisor, coworker, or even a nonemployee with
whom the employee is involved, directly or indirectly, in a business or potential business relationship. If you
do not receive a satisfactory resolution after reporting any incident of what you perceive to be discrimination
or harassment, please contact the Human Resources Department or the Chief Executive Officer. Your
complaint should be as detailed as possible; including the names of individuals involved, the names of
any witnesses, direct quotations when language is relevant, and include any relevant documents. Please
understand that ICE takes complaints of discrimination and harassment seriously. Thus, there is no need
to follow any formal chain of command when filing a complaint and you may bypass anyone in your direct
chain of command and file your complaint or discuss or express any issue of concern with any manager or
anyone in the Human Resources Department. Any complaint of unlawful discrimination or harassment will
be subjected to an immediate, thorough, and objective investigation. To the extent practical, the Company
will attempt to preserve the confidentiality of all interested parties in the investigation. Following a prompt,
effective and reasonable investigation, the Company will take all appropriate remedial action. Such actions
may include discipline, up to and including termination of employment, for any person the Company
reasonably believes engaged in unlawful discrimination or harassment.

All employees have a duty to report any conduct which they believe violates this policy. In addition, every
employee has a duty to cooperate with any investigation conducted or authorized by the Company. ICE
will not retaliate against any employee for using this complaint procedure or for filing, testifying, assisting,
or participating in any manner in a Company investigation or any investigation, proceeding, or hearing
conducted by a governmental enforcement agency.

Additionally, the Company will not tolerate any retaliation against any employee who complains of prohibited
discrimination or harassment or who participates in an investigation.

If either the complainant or the person against whom the allegation or complaint of harassment,
discrimination, or retaliation on NYSE premises is made is a member, employee of a member organization,
or other person subject to the jurisdiction of the NYSE, it should promptly brought to the attend of any Floor
Official and/or NYSE Regulation. If either the complainant or the person against whom the allegation or
complaint of harassment, discrimination, or retaliation on Exchange premises is made is an employee of
NYSE or NYSE Regulation, it should promptly be reported to Human Resources.

Policy Implementation

To assist the NYSE in maintaining a workplace throughout its premises, including the Trading Floor, that
is free of discrimination, harassment, and retaliation, members and member organizations must educate
their personnel, including their partners, employees, and agents on the trading Floor, about this policy, and
periodically review it with them. NYSE will vigorously enforce this policy.

Finally, this policy may not be used as a basis for excluding or separating individuals of from participating in
business or work-related social activities or discussions in order to avoid allegations of harassment
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V. Staff Contacts

General questions about the foregoing policies should be directed to:

Patricia M. Bergholc, Director, FINRA Market Regulation, 917.281.3054; or

Nicholas Brigandi, Managing Director, 212.656.4533; or

Rudolfo Mass, Managing Director, 212.656.4625.

Where specific contacts are noted within the body of a policy, the individual named should be contacted.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  The section is based on the revised Code of Personal Appearance contained in the Floor Conduct and
Safety Guidelines filed with the SEC in 2000. See Release No. 34-43596; File No. SR-NYSE-00-43.
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December 19, 2014

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, CHIEF OPERATIONS OFFICER,
OPERATIONS PARTNER AND LEGAL AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

FROM: NYSE REGULATION

SUBJECT: LAST TRADE DATE FOR “REGULAR WAY” SETTLEMENT IN 2014

The last day on which “regular way” transactions in securities, other than U.S. government obligations, may
be made for settlement this calendar year on New York Stock Exchange LLC (“NYSE”) and NYSE MKT LLC
(collectively, the “Exchange”) is December 26, 2014.

Non-regular way transactions effected between December 29, 2014 and December 31, 2014 for settlement
in 2014 may be effected on “cash”, “next day” (only available on December 29 and 30 for settlement in 2014)

or “seller's option” basis. 1   A seller's option trade with a two-day settlement entered on December 29, 2014
would also settle in 2014. Orders entered on or after December 29, 2014 that are not marked with “non-
regular way” settlement instructions will settle in 2015.

Members and member organizations are reminded that, pursuant to Rule 14, all non-regular way orders
must be marked with the appropriate settlement instruction and transmitted directly to a Floor broker for
representation in the market. Members and member organizations are further reminded of their obligations to
obtain and record Floor Official approvals (via a Floor broker) for certain non-regular way trades pursuant to

Rule 64(b). 2   Executions of these orders must be reported to the Consolidated Tape with cash, next day or
seller's option transaction indicators as appropriate.

Operations questions concerning this memorandum may be addressed to:

Bob Airo, Senior Vice President, Operations, robert.airo@nyse.com, 212.656.5663 or

Dennis Pallotta, Director, Operations, dennis.pallotta@nyse.com, 212.656.5236.

Regulatory questions regarding this memorandum should be addressed to:

Patricia Bergholc, Director, FINRA Market Regulation, patricia.bergholc@finra.org, 917.281.3054 or

John Saxton, Director, FINRA Market Regulation, john.saxton@finra.org, 917.281.3114.

Questions regarding the rules cited in this notice should be addressed to:

Marco Palomba, Senior Vice President, NYSE Regulation, Inc., marco.palomba@theice.com, 212.656.2313.

Questions may also be directed to the FINRA On-Floor Surveillance Unit in person at the Unit's Booth on the
Floor.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes
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1  Members and member organizations should note that the DTCC cut-off for deliveries against
transactions made for cash is 11:30 a.m.

2  Pursuant to Exchange Rule 64(b), a Floor Official must approve non-regular way settlement trades that
are more than 0.10 point away from the regular way bid or offer, except during the last calendar week of
the year when approval is only required for sales more than 0.25 point away. Floor Official approvals or
consultations must be recorded electronically in the Floor Official Request Tracking Engine ("FORTÉ").
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November 26, 2014

   To: ALL NYSE and NYSE MKT MEMBERS AND MEMBER ORGANIZATIONS

Subject: ADOPTION OF FINRA SUPERVISORY RULES

New York Stock Exchange LLC (“NYSE”) and NYSE MKT LLC (“NYSE MKT”, together with NYSE the
“Exchange”) members and member organizations are advised that the Exchange has adopted a new set of
rules concerning supervision modeled on the rules of the Financial Industry Regulatory Authority (“FINRA”).
These new rules will become effective as of December 1, 2014 (with a limited exception discussed in note 4,

below). 1 

This Information Memo summarizes key changes to the Exchange's rules regarding supervision resulting
from these amendments, but does not attempt to detail each and every issue impacted by the revisions.
Accordingly, we urge the membership to carefully review the new rules and supplemental materials, which
are attached at the end of this memo. Members are also advised to review FINRA's March 2014 Regulatory
Notice 14-10, which describes its consolidated supervision rules (upon which the Exchange's supervisory
rules are based).

I. Overview of Rule Changes

FINRA recently harmonized NASD and FINRA Incorporated NYSE Rules and interpretations concerning

supervision. 2   In order to reduce regulatory duplication and provide for less burdensome and more efficient
compliance with member firm conduct rules and requirements, the Exchange has adopted new rules

concerning supervision that are substantially similar to those that have been adopted by FINRA. 3   The new
Exchange supervisory rules will become effective on December 1, 2014 – the same effective date that FINRA

has announced for its supervisory rule changes. 4   In order to conform its supervisory rules to those adopted
by FINRA, the Exchange is:

• Deleting the following Exchange rules and related rule interpretations:

• Rule 342 (Offices – approval, supervision and control) – except for certain text in Rule
342.13 and related rule interpretations concerning examination requirements;

• Rules 343 (Offices-Sole Tenancy and Hours) and 343.10; 5 
• Rule 351(e) (concerning certain reporting requirements);
• Rule 354 (Reports to Control Persons);
• Rule 401 (Business Conduct); and
• Rule 401A (Customer Complaints)

• Adopting the following Exchange rules that are substantially similar to the corresponding FINRA
Rules:

• Rule 3110 (Supervision);
• Rule 3120 (Supervisory Control System);
• Rule 3150 (Holding of Customer Mail); and
• Rule 3170 (Tape Recording of Registered Persons by Certain Firms)

• Making other conforming changes to existing Exchange Rules and/or Supplemental Material.

II. Highlights Of The New Exchange Supervisory Rules
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A. Rule 3110 (Supervision)

Rule 3110 is based primarily on requirements in the FINRA rulebook and current Rule 342 relating to, among
other things, supervisory systems, written procedures, internal inspections, and review of correspondence.

Rule 3110(a) covers supervisory systems and requires each member organization to establish and maintain
a system to supervise the activities of each associated person that is reasonably designed to achieve
compliance with applicable securities laws/regulations and Exchange rules. Like under the old Rule 342,
both member organizations and individual supervisors at member organizations may be liable for failing to
reasonably discharge their duties and obligations with supervision and control of those employees under their
supervision.

Final responsibility for proper supervision rests with the member organization. A member organization's
supervisory system must provide for, at a minimum:

• The establishment and maintenance of written procedures as required by Rule 3110.
• The designation, where applicable, of an appropriately registered principal with authority to carry

out the supervisory responsibilities of the member organization for each type of business in which it
engages for which registration as a broker-dealer is required.

• The registration and designation as a branch office or an office of supervisory jurisdiction (“OSJ”) of

each location, including the main office, that meets the definitions contained in Rule 3110(e). 6 
• The designation of one or more appropriately registered principals in each OSJ and one or more

appropriately registered representatives or principals in each non-OSJ branch office with authority to
carry out the supervisory responsibilities assigned to that office by the member organization.

• The assignment of each registered person to an appropriately registered representative or principal
who will be responsible for supervising that person's activities.

• The use of reasonable efforts to determine that all supervisory personnel are qualified, either by
virtue of experience or training, to carry out their assigned responsibilities.

• The participation of each registered representative and registered principal (either individually
or collectively), no less than annually, in an interview or meeting discussing compliance matters
relevant to the activities of the representative.

See Rule 3110(a).

Rule 3110(b) consolidates provisions from the old Rule 401A relating to the review of customer complaints,
with various provisions and rules from the FINRA rulebook that have required written procedures
(including provisions relating to the supervision and review of registered representatives' transactions and
correspondence). In addition, the rule's supplementary material codifies and expands guidance in these
areas. In particular, this rule requires each member organization to establish, maintain, and enforce written
procedures to supervise the types of business in which it engages and the activities of its associated persons.
These procedures must be reasonably designed to achieve compliance with applicable securities laws/
regulations and Exchange rules. See Rule 3110(b)(1). The supervisory procedures must:

• Provide for the review by a registered principal, evidenced in writing, of all transactions relating to

the investment banking or securities business of the member organization. See Rule 3110(b)(2). 7 
• Include procedures for the review of incoming and outgoing written (including electronic)

correspondence and internal communications relating to the member organization's investment
banking or securities business that are appropriate for the member organization's business, size,

structure, and customers. See Rule 3110(b)(4). 8 
• Include procedures to capture, acknowledge, and respond to all written (including electronic)

customer complaints. See Rule 3110(b)(5). 9 
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• Set forth the supervisory system established by the member pursuant to Rule 3110(a) and include:

• certain required information regarding the supervisory personnel and their responsibilities,
a record of which must be preserved;

• procedures prohibiting supervisors (subject to certain exceptions) from supervising their
own activities or reporting to (or having their compensation or continued employment
determined by) any of their supervisees; and

• procedures to protect against conflicts of interest relating to the associated person being
supervised (including, without limitation, the position of such person, the revenue such
person generates for the firm, or any compensation that the person conducting the
supervision may derive from the person being supervised)

See Rule 3110(b)(6).

The supervisory procedures must also be:

• Kept and maintained by the member in each OSJ and at each location where supervisory activities
are conducted.

• Promptly amended to reflect changes in applicable securities laws or regulations, Exchange rules,
and changes in the member organization's supervisory system.

• Promptly communicated to all associated persons to whom such written supervisory procedures
and amendments are relevant.

See Rule 3110(b)(7).

Rule 3110(c) covers internal inspections. It requires each member organization to conduct a review (at
least annually) of the businesses in which it engages that is reasonably designed to assist the member
organization in detecting and preventing violations of, and achieving compliance with, applicable securities

laws/regulations and Exchange rules. 10   The review of the activities of each office shall include the periodic
examination of customer accounts to detect and prevent irregularities or abuses. Pursuant to the rule, each
member organization must:

• Inspect (at least annually) every OSJ and branch office that supervises one or more non-branch
locations.

• Inspect (at least every three years) every branch office that does not supervise one or more non-

branch locations. 11 
• Inspect every non-branch location on a regular, periodic schedule. 12 

See Rule 3110(c)(1).

A member organization's 3110(c)(1) inspection and review must be memorialized as a written report that
is kept on file (subject to certain exceptions) for three years. If applicable to the location being inspected,
the location's written report must include, without limitation, the testing and verification of the member
organization's policies and procedures, including supervisory policies and procedures in several specific

areas. 13   For each inspection conducted under this rule, a member organization is required to: (1) have
procedures reasonably designed to prevent the effectiveness of inspections from being compromised due
to the conflicts of interest that may be present with respect to the location being inspected (including, but
not limited to, economic, commercial, or financial interests in the associated persons and businesses being
inspected); and (2) ensure that the person conducting an inspection is not an associated person assigned
to the location or is not directly or indirectly supervised by, or otherwise reporting to, an associated person

assigned to the location. See Rule 3110(c)(2). 14 

Rule 3110(d) concerns the supervisory procedures related to Section 15(g) of the Exchange Act's 15

   requirement that every registered broker or dealer establish, maintain, and enforce written policies
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and procedures reasonably designed to prevent the misuse of material, non-public information. This
rule incorporates provisions of the old Rule 342.21, with some modifications, and extends the old rule's
requirements beyond Exchange-listed securities and related financial instruments to cover all securities.
Specifically, Rule 3110(d) requires each member organization to include in its supervisory procedures a
process for the review of securities transactions reasonably designed to identify trades that may violate
the provisions of the Exchange Act, the rules thereunder, or Exchange rules prohibiting insider trading and

manipulative and deceptive devices. See Rule 3110(d)(1). 16   Each member organization must promptly
conduct an internal investigation into any such trade to determine whether a violation of those laws or rules
has occurred. See Rule 3110(d)(2).

In addition, a member organization engaging in “investment banking services” (as defined by Rule 3110(d)(4))
must file with the Exchange written reports signed by a senior officer of the member organization regarding
such investigations, including such content as follows:

• Within ten business days of the end of each calendar quarter, a member organization engaging
in investment banking services must file a written report describing each internal investigation
initiated in the previous calendar quarter pursuant to Rule 3110(d)(2), including the identity of
the member organization, the date each internal investigation commenced, the status of each
open internal investigation, the resolution of any internal investigation reached during the previous
calendar quarter, and, with respect to each internal investigation, the identity of the security, trades,
accounts, associated persons of the member organization, or associated person of the member

organization's family members holding a covered account, 17   under review, and that includes a
copy of the member organization's policies and procedures required by Rule 3110(d)(1).

• Within five business days of completion of an internal investigation pursuant to Rule 3110(d)(2) in
which it is determined that a violation of the provisions of the Exchange Act, the rules thereunder,
or Exchange rules prohibiting insider trading and manipulative and deceptive devices had occurred,
a member organization engaging in investment banking services must file a written report detailing
the completion of the investigation, including the results of the investigation, any internal disciplinary
action taken, and any referral of the matter to the Exchange, another SRO, the SEC, or any other
federal, state, or international regulatory authority.

See Rule 3110(d)(3).

In addition to adopting Rule 3110, the Exchange is also adopting Supplementary Materials to the rule, which
elaborate on numerous specific details regarding the rule's requirements and should be reviewed by member

organizations. 18 

B. Rule 3120 (Supervisory Control System)

Rule 3120 concerns member organizations' Supervisory Control Systems. It requires each member
organization to designate and specifically identify to the Exchange one or more principals who must establish,
maintain, and enforce a system of supervisory control policies and procedures that:

• Tests and verifies that the member organization's supervisory procedures are reasonably designed

with respect to the activities of the member organization and its associated persons, 19   to achieve
compliance with applicable securities laws/regulations and Exchange rules; and

• Creates additional or amends supervisory procedures where the need is identified by such testing
and verification.

Similar to the requirements of the old Rule 342.30, the designated principal or principals must submit to
the member organization's senior management, no less than annually, a report detailing each member
organization's system of supervisory controls, a summary of the test results and significant identified
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exceptions, and any additional or amended supervisory procedures created in response to the test results.
See Rule 3120(a).

Each report provided to senior management pursuant to Rule 3120(a) in the calendar year following a
calendar year in which a member organization reported $200 million or more in gross revenue (as defined by
Rule 3120(c)) must also include, to the extent applicable to the member organization's business:

• A tabulation of the reports pertaining to customer complaints and internal investigations made to the
Exchange during the preceding year; and

• Discussion of the preceding year's compliance efforts, including procedures and educational
programs, in each of the following areas: trading and market activities; investment banking
activities; antifraud and sales practices; finance and operations; supervision; and anti-money
laundering.

See Rule 3110(b). 20 

C. Rule 3150 (Holding of Customer Mail)

Rule 3150 concerns the holding of customer mail. It provides that a member organization may hold mail for
a customer who will not be receiving mail at his or her usual address so long as certain specified provisions
are met. See Rule 3150(a). During the time that a member organization is holding mail for a customer, the
member organization must be able to communicate with the customer in a timely manner to provide important
account information (e.g., privacy notices, the Securities Investor Protection Corporation information
disclosures required by Rule 2266), as necessary. See Rule 3150(b). A member organization holding a
customer's mail pursuant to this rule must take actions reasonably designed to ensure that the customer's

mail is not tampered with, held without the customer's consent, or used by an associated person 21   of the
member organization in any manner that would violate Exchange rules or the federal securities laws. See
Rule 3150(c).

D. Rule 3170 (Tape Recording of Registered Persons by Certain Firms)

Rule 3170 concerns the mandatory tape recording of registered persons by certain firms designated as
“taping firms”. A “taping firm” is defined as:

• A member organization with at least five but fewer than ten registered persons, where 40% or more
of its registered persons have been associated with one or more disciplined firms in a registered
capacity within the last three years;

• A member organization with at least ten but fewer than twenty registered persons, where four
or more of its registered persons have been associated with one or more disciplined firms in a
registered capacity within the last three years; and/or

• A member organization with at least twenty registered persons where 20% or more of its registered
persons have been associated with one or more disciplined firms in a registered capacity within the

last three years. 22 

See Rule 3170(a). 23 

Under this rule, each member organization that is notified by the Exchange, or otherwise has actual
knowledge that it is a taping firm, must establish, maintain, and enforce special written procedures for
supervising the telemarketing activities of all of its registered persons within 60 days of receiving notice from
the Exchange or obtaining actual knowledge that it is a taping firm. The procedures required by Rule 3170(b)
include procedures for tape recording all telephone conversations between the taping firm's registered
persons and both existing and potential customers, as well as for reviewing the tape recordings to ensure
compliance with applicable securities laws and regulations and applicable Exchange rules. See Rule 3170(b).
24 
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A member organization that becomes a taping firm for the first time may reduce its staffing levels to fall below
the threshold levels within 30 days after receiving notice from the Exchange pursuant to the provisions of
Rule 3170(b)(1) or obtaining actual knowledge that it is a taping firm, provided the member organization
promptly notifies the Exchange's Department of Member Regulation in writing of its becoming subject to the
Rule. Once the member organization has reduced its staffing to fall below the threshold level, it must not
rehire a person terminated to accomplish the staff reduction for a period of 180 days. On or prior to reducing
staffing levels in accordance with this rule, a member organization must provide the Exchange's Department
of Member Regulation with written notice identifying the terminated person(s). See Rule 3170(c).

The Exchange may, in exceptional circumstances, exempt any taping firm, unconditionally or on specified
terms and conditions, from the requirements of Rule 3170. A taping firm seeking an exemption must file a
written application within 30 days after receiving notice from the Exchange or obtaining actual knowledge that

it is a taping firm. See Rule 3170(d). 25 

The Exchange does not currently have a rule comparable to Rule 3170, but believes that adopting this
rule will provide for more effective supervision of member organizations that have a significant number of
registered persons with disciplinary history, thereby resulting in enhanced customer protection.

E. Rule 342 (Compliance Supervisors)

Revised Rule 342 deletes the old rule's text regarding Offices – Approval, Supervision, and Control (which
is now covered by the new rule 3100 series). The amended Rule 342 incorporates what was previously
Supplementary Material .13 in order to retain its qualification and exam requirements for individuals with
supervisory responsibilities.

The revised Rule 342(a), corresponding to old Rule 342.13(a), provides that any member or employee
identified as in charge of (1) any office of a member or member organization, (2) any regional or other
group of offices, or (3) any sales department or activity must have a creditable record and pass the General
Securities Sales Supervisor Qualification Examination (Series 9/10) or another examination acceptable to the
Exchange.

The revised Rule 342(b), corresponding to old Rule 342.13(b), provides that the individuals designated
as having day-to-day compliance responsibilities for their respective firms, or who supervise ten or more
persons engaged in compliance activities, have the knowledge necessary to carry out their job responsibilities
(i.e., overall knowledge of the securities laws and Exchange rules) and pass the Compliance Official
Examination (the “Series 14”) or, in the case of compliance supervisors of member organizations that conduct
a Designated Market Maker (“DMM”) business, the DMM Compliance Official Examination (the “Series 14A”).
26 

F. Conforming Changes

In connection with the aforementioned amendments to its supervisory rules, the Exchange is also making
certain conforming changes to NYSE and/or NYSE MKT Rules 36, 70, 86, 345, 405, 407, 408, 410, 416A,
472, 476A, 2210, and 9217 (and/or their Supplemental Material) to delete or update cross-references to the
new rules as applicable. The Exchange is making certain technical changes within Rule 86 and 345.10 that
are unrelated to the new supervisory rules.

III. Staff Contacts

Questions concerning interpretations of Exchange rules in connection with this Information Memo should be
directed to:

• Caroline Galinie, Senior Vice President, NYSE Regulation, Inc., (212) 656-3421, or
• Marco Palomba, Senior Vice President, NYSE Regulation, Inc., (212) 656-2313.
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Attachments (Rules 36, 70, 86, 342, 345, 351, 354, 401, 401A, 405, 407, 408, 410, 416A, 472, 476A, 2210,
3110, 3120, 3150, 3170, and 9217)

Additions underlined.

Deletions [bracketed].

NYSE Rules

*****

Rule 36. Communications Between Exchange and Members' Offices

*****

• • • Supplementary Material: ____________________

.10 No change.

.20

(a) With the approval of the Exchange, a Floor broker may maintain a telephone line or use an Exchange
authorized and provided portable telephone which permits a non-member off the Floor to communicate with
a member or member organization on the Floor. In addition, any Floor broker receiving orders from the public
over portable phones must be properly qualified under Exchange rules to conduct such public business (See,
for e.g., Rule[s 342 and] 345.) Subject to the exception contained in .23 of this Rule, the use of a portable
telephone on the Floor other than one authorized and issued by the Exchange is prohibited.

*****

Rule 70. Execution of Floor Broker Interest

*****

• • • Supplementary Material: ____________________

.25-.30 No change.

.40 Operation of an NYSER Approved Booth Premise

(1)-(3) No change.

(4) A member organization approved to operate its booth premise pursuant to this rule is subject to the
same regulatory requirements governing the conduct of the member organization's off-Floor or “upstairs”
office, including but not limited to relevant employee registration and qualification requirements pursuant to
Exchange Rule 345 and supervisory responsibilities pursuant to Exchange Rule [342] 3110.

*****

Rule 86. NYSE Bonds SM

(a)-(o) No change.

(p) Reports and Recordkeeping.

(1) NYSE Bonds Trading Reports and Records. Users of NYSE Bonds must comply with all relevant rules of
the Exchange and the Securities and Exchange Commission in relation to reports and records of transactions
on NYSE Bonds including but not limited to Exchange Rules [342] 3110 and 4522, and [Sections] Rules
17a-3 and 17a-4 [of] under the Securities Exchange Act of 1934.

*****

Rule 342. [Offices—Approval, Supervision and Control] Compliance Supervisors
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[(a) Each office, department or business activity of a member or member organization (including foreign
incorporated branch offices) shall be under the supervision and control of the member or member
organization establishing it and of the personnel delegated such authority and responsibility.

The person in charge of a group of employees shall reasonably discharge his duties and obligations in
connection with supervision and control of the activities of those employees related to the business of their
employer and compliance with securities laws and regulations.

(b) The general partners or directors of each member organization shall provide for appropriate supervisory
control and shall designate a general partner or principal executive to assume overall authority and
responsibility for internal supervision and control of the organization and compliance with securities' laws and
regulations. This person shall:

(1) delegate to qualified principals or employees responsibility and authority for supervision and control of
each office, department or business activity, and provide for appropriate procedures of supervision and
control.

(2) establish a separate system of follow-up and review to determine that the delegated authority and
responsibility is being properly exercised.

(c) A member organization shall provide notice to the Exchange of each branch office established by such
member organization.

(d) Qualified persons acceptable to the Exchange shall be in charge of:

(1) any office of a member or member organization,

(2) any regional or other group of offices,

(3) any sales department or activity.

(e) The amounts and types of credit extended by a member organization shall be supervised by members
or principal executives qualified by experience for such control in the types of business in which the member
organization extends credit.

• • • Supplementary Material: ____________________

.10 Definition of Branch Office.—A “branch office” is any location where one or more associated persons of a
member or member organization regularly conduct the business of effecting any transactions in, or inducing
or attempting to induce the purchase or sale of any security, or is held out as such, excluding:

(A) any location that is established solely for customer service and/or back office type functions where no
sales activities are conducted and that is not held out to the public as a branch office;

(B) any location that is the associated person's primary residence; provided that: (i) only one associated
person, or multiple associated persons, who reside at that location and are members of the same immediate
family, conduct business at the location; (ii) the location is not held out to the public as an office and the
associated person does not meet with customers at the location; (iii) neither customer funds nor securities
are handled at that location; (iv) the associated person is assigned to a designated branch office, and such
branch office is reflected on all business cards, stationery, retail communications and other communications
to the public by such associated person; (v) the associated person's correspondence and communications
with the public are subject to all supervisory provisions of the Exchange's rules including, but not limited to,
Rules 342, 472, and 2210; (vi) electronic communications (e.g., e-mail) are made through the member's or
member organization's electronic system; (vii) all orders are entered through the designated branch office
or an electronic system established by the member or member organization that is reviewable at the branch
office; (viii) written supervisory procedures pertaining to supervision of sales activities conducted at the
residence are maintained by the member or member organization; and (ix) a list of the locations is maintained
by the member or member organization;
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(C) any location, other than a primary residence, that is used for securities business for less than 30 business
days in any one calendar year, provided the member or member organization complies with the provisions of
(ii) through (viii) of paragraph (B) above;

(D) any office of convenience, where the associated person occasionally and exclusively by appointment
meets with customers, which is not held out to the public as a branch office (where such location is on bank
premises, however, only signage required by the Interagency Statement (Statement on Retail Sales of
Nondeposit Investment Products required under Banking Regulations) may be displayed);

(E) any location that is used primarily to engage in non-securities activities and from which the associated
person effects no more than 25 securities transactions in any one calendar year; provided that any retail
communication identifying such location also sets forth the address and telephone number of the location
from which the associated person conducting business at the non-branch locations are directly supervised;

(F) the Floor of a registered national securities exchange where a member or member organization conducts
a direct access business with public customers; or

(G) a temporary location established in response to the implementation of a business continuity plan.

Notwithstanding the exclusions in subparagraphs 342.10(A) - (G), any location that is responsible for
supervising the activities of persons associated with a member or member organization at one or more non-
branch locations of such member or member organization is considered to be a branch office.

For purposes of this Rule, the term “business day” shall not include any partial business day provided that
the associated person spends at least four hours on such business day at his or her designated branch office
during the hours that such office is normally open for business.

For purposes of this Rule, the term “associated person of a member or member organization” is defined as a
member or employee associated with a member or member organization.

For purposes of Rule 342.10(B)(viii), written supervisory procedures shall include criteria for on-site for cause
reviews of an associated person's primary residence. Such reviews must utilize risk-based sampling or other
techniques designed to assure compliance with applicable securities laws and regulations and with Exchange
Rules.

For purposes of Rule 342.10(B)(viii) and (C), written supervisory procedures for such residences and other
remote locations must be designed to assure compliance with applicable securities laws and regulations and
with NYSE Rules.

Factors which should be considered when developing risk-based sampling techniques to determine the
appropriateness of on-site for cause reviews of selected residences and other remote locations shall include,
but not be limited to, the following: (i) the firm's size; (ii) the firm's organizational structure; (iii) the scope of
business activities; (iv) the number and location of offices; (v) the number of associated persons assigned
to a location; (vi) the nature and complexity of products and services offered; (vii) the volume of business
done; (viii) whether the location has a Series 9/10-qualified person on-site; (ix) the disciplinary history of the
registered persons or associated persons, including a review of such person's customer complaints and
Forms U4 and U5; and (x) the nature and extent of a registered person's or associated person's outside
business activities, whether or not related to the securities business.

.11 Annual fee.—Each office of a member organization (including any foreign branch office), other than
the main office of the member organization, shall be subject during its existence to a registration fee as
determined by the Exchange for each calendar year or part thereof, unless specifically exempted by the
Exchange.

.12 Foreign branch offices.—With prior approval of the Exchange, a member organization may establish
a foreign branch office in corporate or partnership form, provided it is wholly owned by the member
organization. Continuance of the arrangement is subject to any changes in the Rules of the Exchange as may
be thereafter adopted.
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Foreign branch offices approved pursuant to this paragraph .12 and their personnel shall be fully subject to
the Rules of the Exchange to the same degree and extent as are members and member organizations and
their personnel. All obligations and liabilities of such foreign branch office shall be assumed or guaranteed by
its parent member organization and such member organization shall be fully responsible for all acts of such
foreign branch office.

For purposes of this Rule 342.12, the term “foreign branch office” shall include any such independently
organized foreign location from which the services of the member or member organization are being made
available or whose financial resources are being utilized in the operation of the office or as to which either of
the above is held out, respectively, as available or being utilized.

.13 Acceptability of supervisors.]

(a) [Generally.—]Any member or employee [who is a candidate for acceptability under (d)(1), (2), or (3)
above] identified as being in charge of (1) any office of a member or member organization, (2) any regional
or other group of offices, or (3) any sales department or activity must have a creditable record and must pass
the General Securities Sales Supervisor Qualification Examination (Series 9/10) or another examination
acceptable to the Exchange which demonstrates competency relevant to assigned responsibilities. Every
branch office or sales manager must have at least three years' experience as a registered representative or
substantial experience in a related sales or managerial position and must pass the Series 9/10. For purposes
of this rule, a related sales or managerial position would include a mutual fund salesman or an investment
advisor; a position of fiduciary responsibility such as in the Trust Department of a bank or an attorney
practicing securities law; or president of an established company in the financial, real estate or insurance
industries. In order to qualify as a supervisory person, a principal executive should have at least three years'
experience as a registered representative unless granted an exception based upon experience over a period
of years in a position of trust and responsibility. The General Securities Principal Examination (Series 24),
is an acceptable alternative for persons whose duties do not include the supervision of options or municipal
securities sales activity. The examination requirement may be waived at the discretion of the Exchange. In
the case of a firm that is applying for registered broker-dealer status, such supervisory candidates, in addition
to the requirements outlined above, must also have at least one year of direct experience or two years of
related experience in the subject area to be supervised.

(b) [Compliance supervisors.—]Each member not associated with a member organization and in the case
of a member organization, the person (or persons) designated to direct day-to-day compliance activity (such
as the Compliance Officer, Partner or Director) and each other person at the member organization directly
supervising ten or more persons engaged in compliance activity should have overall knowledge of the
securities laws and Exchange rules and must pass the Compliance Official Qualification Examination (“Series
14 Examination”). Compliance supervisors of member organizations that conduct a DMM business must pass
the DMM Compliance Official Examination (“Series 14A Examination”). A member organization engaged in a
public business in addition to a DMM business must have a qualified compliance supervisor who has passed
the Series 14 and Series 14A Examinations. Where good cause is shown, the Exchange, at its discretion,
may waive the examination requirement. The Exchange may give consideration to the scope of the member
or member organization's activity, to previous related employment, and to examination requirements of other
self-regulatory organizations. In such cases, the Exchange must be satisfied that the person is qualified for
the position.

The following individuals are exempt from the Series 14 Examination requirement:

(1) Compliance supervisors at member organizations whose activities are solely related to execution of orders
on the Floor and who do not conduct any business with the public;

(2) Compliance supervisors at member organizations whose commissions and other fees from their public
business (retail and institutional) are under $500,000 in the preceding calendar year and who introduce to
another broker-dealer; and
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(3) Supervisors of ten or more persons whose compliance responsibilities are limited to the registration of
member organization employees with the various regulatory and self-regulatory organizations.

[.14 Experience of senior management.—Member organizations without experienced senior principals may
be subject to agreements with the Exchange appropriately limiting their scope of activity.

.15 Small offices.—may be in the charge of a qualified principal or manager who is either resident or non-
resident in that area. In the event that such a qualified supervisor is non-resident, a resident registered
representative may be designated for subsidiary authority and is not required to meet a manager's
examination or experience requirements.

.16 Supervision of registered representatives.—Would ordinarily include at least approval of new accounts
and reasonable procedures for review of registered representatives' communications with the public relating
to their business, and customer accounts and transactions. Such policies and procedures should be in writing
and be designed to reasonably supervise each registered representative. Evidence that these supervisory
policies and procedures have been implemented and carried out must be maintained and made available to
the Exchange upon request.

See Rule 405 (“Diligence as to Accounts”) for responsibilities for supervision of customer accounts.

.17 Review of communications with the public.—Members and member organizations must develop written
policies and procedures that are appropriate for their business, their size, structure and customers in
connection with the review of communications with the public relating to their business.

Where such policies and procedures for the review of public communications do not require pre-use review,
they must include provision for the education and training of employees as to organizational policies and
procedures, documentation of such education and training, and provide for surveillance and follow-up to
ensure that such policies and procedures are implemented and adhered to.

See also Rule 472 and Rule 2210 for preapproval requirements for certain communications and standards
governing all communications.

.18 Member organizations shall provide for the supervision and control of each general ledger bookkeeping
account and account of like function on the basis specified in Rule 440.20.

.19 Supervision of Producing Manager.—Members and member organizations must develop and implement
written policies and procedures reasonably designed to independently review and supervise customer
account activity conducted by each Branch Office Manager, Sales Manager, Regional/District Sales Manager,
or by any person performing a similar supervisory function. Such supervisory reviews must be performed by a
qualified person pursuant to Rule 342.13 who:

(a) is either senior to, or otherwise independent of, the Producing Manager under review. For purposes of this
Rule, an “otherwise independent” person: may not report either directly or indirectly to the Producing Manager
under review; must be situated in an office other than the office of the Producing Manager; must not otherwise
have supervisory responsibility over the activity being reviewed; and must alternate such review responsibility
with another qualified person every two years or less. Further, if a person designated to review a Producing
Manager receives an override or other income derived from that Producing Manager's customer activity that
represents more than 10% of the designated person's gross income derived from the member or member
organization over the course of a rolling twelve-month period, the member or member organization must
establish alternate senior or otherwise independent supervision of that Producing Manager to be conducted
by a qualified person, pursuant to Rule 342.13, other than the designated person receiving the income.

(b) If a member or member organization is so limited in size and resources that there is no qualified person
senior to, or otherwise independent of, the Producing Manager to conduct the reviews pursuant to (a) above
(for instance, the member or member organization has only one office, or an insufficient number of qualified
personnel who can conduct reviews on a two-year rotation), the reviews may be conducted by a person,
qualified pursuant to Rule 342.13, in compliance with (a) to the extent practicable.
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(c) A member or member organization relying on (b) above must document the factors used to determine
that complete compliance with all of the provisions of (a) is not possible, and that the required supervisory
systems and procedures in place with respect to any Producing Manager comply with the provisions of (a) to
the extent practicable.

.20 Information requests.—In connection with its investigation of anomalous trading activity and for other
purposes, the Exchange from time to time requests from members and member organizations detailed
information regarding trades effected by the member or member organization in specified NYSE listed
securities and related financial instruments during a specified period. Each member not associated with
a member organization and each member organization shall comply with each such request by the date
required by the Exchange.

.21 Trade review and investigation.—In order to help assure its compliance with the provisions of the
Securities Exchange Act of 1934, the rules under that act and the rules of the Exchange prohibiting insider
trading and manipulative and deceptive devices, each member not associated with a member organization
and each member organization, in addition to carrying out such other supervisory procedures as may be
necessary to discharge its supervisory responsibilities as to compliance with Federal Securities laws and
rules and Exchange rules generally shall:

(a) Subject trades in NYSE listed securities and in related financial instruments which are effected for
the account of the member or member organization or for the accounts of members or employees of the
member or member organization and their family members (including trades reported by other members or
member organizations pursuant to Rule 407) to review procedures that the member or member organization
determines to be reasonably designed to identify trades that may violate the provisions of the Securities
Exchange Act of 1934, the rules under that act or the rules of the Exchange prohibiting insider trading and
manipulative and deceptive devices, and

(b) Conduct promptly an internal investigation into any such trade that appears that it may have violated those
laws and rules in order to determine whether it did violate those laws and rules.

The Exchange, at its discretion, may exclude from these review and investigation requirements particular
classes of persons, trades, securities and related financial instruments.

.22 Definition of related financial instrument.—For the purpose of Paragraphs .20 and .21, “related financial
instrument” means:

(a) Any stock underlying an NYSE listed stock option or included in an index stock group underlying an NYSE
listed index stock group option,

(b) Any stock option on an NYSE listed stock,

(c) Any index stock (bond) group option on a stock (bond) group that includes an NYSE listed stock (bond),

(d) Any futures contract on a stock (bond) group that includes an NYSE listed stock (bond), and

(e) Any option on any such futures contract.

.23 Internal Controls.—Pursuant to paragraphs (a) and (b) of this Rule, members and member organizations
must develop and maintain adequate controls over each of its business activities. Such controls must provide
for the establishment of procedures for independent verification and testing of those business activities. An
ongoing analysis, based upon appropriate criteria, may be employed to assess and prioritize those business
activities requiring independent verification and testing. A review of each member's or member organization's
efforts with respect to internal controls, including a summary of tests conducted and significant exceptions
identified, must be included in the Annual Report required by .30 of this Rule.

The independent verification and testing procedures shall not apply to members and member organizations
that do not conduct a public business, or that have a capital requirement of $5,000 or less, or that employ 10
or fewer registered representatives.
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(See also Rule 401(b))

.24 Annual Branch Office Inspection

(A) Each member organization business location designated as a branch office pursuant to Rule 342.10 must
be inspected no less often than once each calendar year unless:

(1) it has been demonstrated to the satisfaction of the Exchange that because of proximity, special reporting
or supervisory practice, other arrangements may satisfy the Rule's requirements for a particular branch office;
or

(2) based upon the written policies and procedures of such member organization providing for a systematic
risk-based surveillance system, the member organization submits a proposal to the Exchange and receives,
in writing, an exemption from this requirement pursuant to Rule 342.25.

(B) Every branch office, without exception, must be inspected at least once every three calendar-years. All
required inspections must be conducted by a person who is independent of the direct supervision and control
of the branch office in question (i.e., not the Branch Office Manager, or any person who directly or indirectly
reports to such Manager, or any person to whom such Manager directly reports). Written reports reflecting the
results of such inspections are to be maintained at the member organization for the longer of three years or
until the next branch inspection.

.25 Risk-Based Surveillance and Branch Office Identification

(A) Any member organization seeking an exemption, pursuant to Rule 342.24(A)(2), from the annual branch
office inspection requirement must submit to the Exchange written policies and procedures for systematic
risk-based surveillance of its branch offices. Such policies and procedures should reflect, among other
factors, the member organization's business model, and product mix. Such policies and procedures must
also, at a minimum, provide for:

(1) The inspection of branches where developments during the year require a reconsideration of such
branch's exemption;

(2) A requirement that no less than half of the branch offices inspected each year on a cycle basis be done on
an unannounced basis; and

(3) A system to enable employees to report compliance issues on a confidential basis outside of the branch
office chain of command.

(B) For purposes of paragraph (A) the risk-based factors to be considered should include, but not necessarily
be limited to, the following:

(1) Number of registered representatives;

(2) A significant increase in the number of registered representatives;

(3) Number of customers and volume of transactions;

(4) A significant increase in branch office revenues;

(5) Incidence of concentrated securities positions in customers' accounts;

(6) Aggregate customer assets held;

(7) Nature of the business conducted and the sales practice risk to investors associated with the products
sold, and product mix (e.g., options, equities, mutual funds, annuities, etc.);

(8) Numbers of accounts serviced on a discretionary basis;

(9) Compliance and regulatory history of the branch, including:

(a) Registered representatives subject to special supervision by the member organization, self-regulatory
authorities, state regulatory authorities or the Securities and Exchange Commission in years other than the
previous or current year;
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(b) Complaints, arbitrations, internal discipline, or prior inspection findings; and

(c) Persons subject to recent disciplinary actions by self-regulatory authorities, state regulatory authorities or
the Securities and Exchange Commission.

(10) Operational factors, such as the number of errors and account designation changes per registered
representative;

(11) Incidence of accommodation mailing addresses (e.g., post office boxes and “care of” accounts);

(12) Whether the branch office permits checks to be picked up by customers or hand delivery of checks to
customers;

(13) Experience, function (producing or non-producing) and compensation structure of branch office manager;

(14) Branch offices recently opened or acquired; and

(15) Changes in branch location, status or management personnel.

(C) Notwithstanding any policies or procedures implemented pursuant to this rule, branch offices that meet
any of the following criteria must be inspected no less often than once each calendar year:

(1) Offices with one or more registered representatives subject to special supervision as required by a self-
regulatory authority or state regulatory authority during the current or immediately preceding year;

(2) Offices with 25 or more registered individuals;

(3) Offices in the top 20% of production or customer assets for the member organization;

(4) Any branch office not inspected within the previous two calendar years; and

(5) Any branch office designated as exercising supervision over another branch office.

.26 Criteria for Inspection Programs

(A) An annual branch office inspection program must include, but is not limited to, testing and independent
verification of internal controls related to the following areas:

(1) Safeguarding of customer funds and securities;

(2) Maintaining books and records;

(3) Supervision of customer accounts serviced by Branch Office Managers;

(4) Transmittal of funds between customers and registered representatives and between customers and third
parties;

(5) Validation of customer address changes; and

(6) Validation of changes in customer account information.

.30 Annual Report and Certification.— By April 1 of each year, each member not associated with a member
organization and each member organization shall submit to the Exchange a report on the member or member
organization's supervision and compliance effort during the preceding year and on the adequacy of the
member or member organization's ongoing compliance processes and procedures. The report shall include:

(a) A tabulation of the reports pertaining to customer complaints and internal investigations made to the
Exchange during the preceding year pursuant to Rules 351(e)(ii) and 4530(d).

(b) Identification and analysis of significant compliance problems, plans for future systems or procedures to
prevent and detect violations and problems, and an assessment of the preceding year's efforts of this nature,
and

(c) Discussion of the preceding year's compliance efforts, new procedures, educational programs, etc. in each
of the following areas (if any of these areas do not apply to the member or member organization, the report
should so state):
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(i) Antifraud and trading practices,

(ii) Investment banking activities,

(iii) Sales practices,

(iv) Books and records,

(v) Finance and operations,

(vi) Supervision,

(vii) Internal Controls, and

(viii) Anti-money laundering.

(d) Reserved.

(e) Reserved.]

*****

Rule 345. Employees—Registration, Approval, Records

*****

• • • Supplementary Material: ____________________

Registration of Employees

.10 Employees required to be registered or approved.—See definitions of “branch office manager”[,] and
“registered representative” [and “registered options representative”] contained in Rules 9 and 10 and Rule
[342] 3110 for qualification requirements for supervisors.

*****

.11 Investigation and Records

(a) Members and member organizations shall thoroughly investigate the previous record of persons whom
they contemplate employing including, (1) persons required to be registered with the Exchange, (2) persons
who regularly handle or process securities or monies or maintain the books and records relating to securities
or monies and (3) persons having direct supervisory responsibility over persons engaged in the activities
referred to in (1) and (2) above who are not otherwise required to be registered.

*****

Investigatory requirements pertaining to persons specified in (a)(2) and (3) above shall be satisfied if
a member or member organization verifies the information obtained pursuant to paragraph (c) below.
Notwithstanding the above, further inquiry shall be made where appropriate in light of background information
developed, the position for which the person is being considered or other circumstances. Investigation and
verification shall be done by a member or person designated under the provisions of Rule [342(b)(1)] 3110(a).

*****

Rule 351. Reporting Requirements

(a) Reserved.

(b) Reserved.

(c) Reserved.

(d) Reserved.
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(e) Reserved. [Each member not associated with a member organization and a principal executive of each
member organization shall take one or both of the following two actions in relation to the trades that are
subject to the review procedures required by Rule 342.21(a):

(i) Sign a written statement in the form specified below and deliver it to the Exchange by the 15th day of the
month following the calendar quarter in which the trade occurred, and

(ii) As to any such trade that is the subject of an internal investigation pursuant to Rule 342.21(b), but has not
been both resolved and included in the written statement made pursuant to subparagraph (i) above, report in
writing to the Exchange:

(A) The commencement of the internal investigation, the identity of the trade and the reason why the trade
could not be the subject of a written statement made pursuant to subparagraph (i) above (report by the 15th
day of the month, following the calendar quarter in which the trade occurred).

(B) The quarterly progress of each open investigation (report by the 15th day of the month following the
quarter).

(C) The completion of the investigation, detailing the methodology and results of the investigation, any
internal disciplinary action taken, and any referral of the matter to the Exchange, another self-regulatory
organization, the Securities and Exchange Commission or another Federal agency; and including, where no
internal disciplinary action has been taken and no such referral has been made, a written statement in relation
to the trade in the form specified below (report within one week after completion of the investigation).

The statement that subparagraph (i) requires shall read substantially as follows:

(1) [I/NAME OF MEMBER ORGANIZATION] [have/has] established procedures for reviewing the facts and
circumstances surrounding trades in NYSE listed securities and related financial instruments for [my/the]
account [of NAME OF MEMBER ORGANIZATION] (“Proprietary Trades”) and for the accounts of [my/its]
[members, allied members and] employees and their family members, including trades reported by other
members or member organizations pursuant to Rule 407, (“Employee Trades”), which procedures [I/NAME
OF MEMBER ORGANIZATION] [have/has] determined to be reasonably designed to identify trades that
may violate the provisions of the Securities Exchange Act of 1934, the rules under that act or the rules of the
Exchange prohibiting insider trading and manipulative and deceptive devices,

(2) I, my designees or the senior supervisors responsible for particular activities have carried out those
procedures in relation to Proprietary Trades and Employee Trades effected during the [ORDINAL NUMBER]
quarter of [YEAR], and

(3) Based upon my assessment of the adequacy of those procedures and of the diligence of those carrying
out those procedures, and except as to those Proprietary Trades and Employee Trades that I have reported
to the Exchange pursuant to Rule 351(e)(ii) as the subject of internal investigation, I have no reasonable
cause to believe that: (a) any one or more of the Proprietary Trades effected during the period referred to
in clause (2) above, or (b) any one or more of the Employee Trades both effected during that period and
reviewed under those procedures violated the provisions of the Securities Exchange Act of 1934, the rules
under the act or the rules of the Exchange prohibiting insider trading and manipulative and deceptive devices.

When a statement pertains to one or more trades that have been the subject of an internal investigation
pursuant to Rule 342.21(b) but as to which no internal disciplinary action has been taken and no referral of
the matter to the Exchange, to another self-regulatory organization or to a Federal agency has been made,
the statement that subparagraph (ii) (C) requires shall be as above, except that it shall refer to the particular
trade(s) (rather than to the trades of a particular calendar quarter) and shall omit the clause excepting trades
reported as the subject of an investigation.]

(f) No change.

• • • Supplementary Material: ____________________

No change.
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*****

Rule 354. Reserved. [Reports to Control Persons

(a) By April 1 of each year, each member organization shall submit a copy of the report that Rule 342.30
requires the member organization to prepare to its one or more control persons or, if the member organization
has no control person, to the audit committee of its Board of Directors or its equivalent committee or group.
In the case of a control person that is an organization (a “controlling organization”), the member organization
shall submit the report to the general counsel of the controlling organization and to the audit committee of the
controlling organization's Board of Directors or its equivalent committee or group.

(b) For the purpose of paragraph (a), “control person” means a person who controls the member organization
within the meaning of Rule 2 otherwise than solely by virtue of being a director, general partner or principal
executive (or person occupying a similar status or performing similar functions) of the member organization.]

*****

Rule 401. Reserved. [Business Conduct

(a) Reserved

(b) Each member and member organization shall maintain written policies and procedures, administered
pursuant to the internal control requirements prescribed under Rule 342.23, specifically with respect to the
following activities:

(1) Transmittals of funds (e.g., wires, checks, etc.) or securities:

(i) from customer accounts to third party accounts (i.e., a transmittal that would result in a change of beneficial
ownership.);

(ii) from customer accounts to outside entities (e.g., banks, investment companies, etc.);

(iii) from customer accounts to locations other than a customer's primary residence (e.g., post office box, “in
care of” accounts, alternate address, etc.);

(iv) between customers and registered representatives (including the hand-delivery of checks).

(2) Customer changes of address.

(3) Customer changes of investment objectives.

The policies and procedures required under (b)(1), (2), and (3) above must include a means/method of
customer confirmation, notification, or follow-up that can be documented.]

Rule 401A. Reserved. [Customer Complaints

(a) For every customer complaint they receive that is subject to the reporting requirements of Rule 4530(d),
members and member organizations must:

(1) Acknowledge receipt of the complaint within 15 business days of receiving it, and

(2) Respond to the issues raised in the complaint within a reasonable period of time.

(b) Each acknowledgement and response required by this rule must be conveyed to the complaining
customer by appropriate method:

(1) Acknowledgements and responses to written complaints must be either:

(i) In writing, mailed to the complaining customer's last known address, or

(ii) Electronically transmitted to the e-mail address from which the complaint was sent (method only
permissible for electronically transmitted complaints).
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(2) Acknowledgements and responses to verbal complaints must be either:

(i) In writing, mailed to the complaining customer's last known address, or

(ii) Made verbally to the complaining customer, and recorded in a log of verbal acknowledgements and
responses to customer complaints.

(c) Written records of the acknowledgements, responses, and logs required by this rule must be retained in
accordance with Rule 440 (“Books and Records”).]

*****

Rule 405. Diligence as to Accounts

Every member organization is required through a principal executive or a person or persons designated under
the provisions of Rule [342(b)(1)] 3110(a) to

(1)-(2) No change.

(3) Approval of Accounts

Specifically approve the opening of an account prior to or promptly after the completion of any transaction for
the account of or with a customer, provided, however, that in the case of branch offices, the opening of an
account for a customer may be approved by the manager of such branch office but the action of such branch
office manager shall within a reasonable time be approved by a principal executive or a person or persons
designated under the provisions of Rule [342(b)(1)] 3110(a). The member, principal executive or other
designated person approving the opening of the account shall, prior to giving his approval, be personally
informed as to the essential facts relative to the customer and to the nature of the proposed account and
shall indicate his approval in writing on a document which is a part of the permanent records of his office or
organization.

*****

Rule 407. Transactions - Employees of Members, Member Organizations and the Exchange

(a) No change.

(b) No member (associated with a member or member organization) or employee associated with a member
or member organization shall establish or maintain any securities or commodities account or enter into any
securities transaction with respect to which such person has any financial interest or the power, directly or
indirectly, to make investment decisions, at another member or member organization, or a domestic or foreign
non-member broker-dealer, investment adviser, bank, other financial institution, or otherwise without the prior
written consent of another person designated by the member or member organization under Rule [342(b)(1)]
3110(a) to sign such consents and review such accounts.

Persons having accounts or transactions referred to above shall arrange for duplicate confirmations and
statements (or their equivalents) relating to the foregoing to be sent to another person designated by the
member or member organization under Rule [342(b)(1)] 3110(a) to review such accounts and transactions.
All such accounts and transactions periodically shall be reviewed by the member or member organization
employer [(see also Rule 342.21)].

*****

Rule 408. Discretionary Power in Customers' Accounts

(a) No change.

(b) No member or employee of a member organization shall exercise any discretionary power in any
customer's account, without first notifying and obtaining the approval of another person delegated under
Rule [342(b)(1)] 3110(a) with authority to approve the handling of such accounts. Every order entered on a
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discretionary basis by a member, [allied member] principal executive or employee of a member organization
must be identified as discretionary on the order at the time of entry. Such discretionary accounts shall receive
frequent appropriate supervisory review by a person delegated such responsibility under Rule [342(b)(1)]
3110(a), who is not exercising the discretionary authority. A written statement of the supervisory procedures
governing such accounts must be maintained.

*****

Rule 410. Records of Orders

(a) Every member or member organization must preserve for at least three years, the first two years in an
easily accessible place, a record of:

(1)-(2) No change.

(3) the time of the entry of every cancellation of an order covered by (1) and (2) above.

Changes In Account Name or Designation

Before any order covered by (1) or (2) above is executed, there must be placed upon the order slip or other
similar record of the member or member organization the name or designation of the account for which
such order is to be executed. No change in such account name (including related accounts) or designation
(including error accounts) shall be made unless the change has been authorized by a member, principal
executive or a person or persons designated under the provisions of Rule [342(b)(1)] 3110(a). Such person
must, prior to giving his or her approval of the account designation change, be personally informed of the
essential facts relative thereto and indicate his or her approval of such change in writing on the order or
other similar record of the member or member organization. The essential facts relied upon by the person
approving the change must be documented in writing and maintained with the order or other similar record for
at least three years, the first two in an easily accessible place as that term is used in Securities Exchange Act
Rule 17a-4.

*****

• • • Supplementary Material ____________________

.10 For purposes of this Rule, a person designated under the provisions of Rule [342(b)(1)] 3110(a) to
approve account name or designation changes must pass an examination acceptable to the Exchange.

*****

Rule 416A. Member And Member Organization Profile Information Updates And Quarterly
Certifications Via The Electronic Filing Platform

(a)-(b) No change.

(c) Each member and member organization shall designate to the Exchange an appropriate senior officer as
referenced in Rule [351(e)] 3110(a), or his or her designee, as its membership profile contact person.

*****

Rule 472. Communications With The Public

(a)-(k)(4)(ii) No change.

(iii) Subject to paragraph (k)(4)(iv) of this Rule, a supervisory analyst, qualified under NYSE Rule 344, or a
qualified person, designated pursuant to Rule [342(b)(1)] 3110(a), must approve by signature or initial all
third-party research reports distributed by a member organization. The approval of third-party research shall
be based on a review by the designated supervisory analyst or qualified person to determine that the content
of the research report, pursuant to Rule 472(i), contains no untrue statement of material fact or is otherwise

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

396

http://researchhelp.cch.com/License_Agreement.htm


not false or misleading. For the purposes of paragraph (k)(4) of this Rule only, a member organization's
obligation to review a third-party research report pursuant to Rule 472(i) extends to any untrue statement of
material fact or any false or misleading information that:

*****

Rule 476A. Imposition of Fines for Minor Violation(s) of Rules

*****

• • • Supplementary Material: ____________________

*****

• Failure to Obtain Exchange Approval Rule Violations (Rules 312(h) & (i), [342(c), 342.10,] 346(e) & (f),
382(a), 791(c), and 4110)

• Failure of a member organization to have individuals responsible and qualified for the positions of Financial
Principal, Operations Principal, Compliance Official, Branch Office Manager and Supervisory Analyst (Rules
[342(b), (d) & . 13,] 311(b)(5), 344, 3110(a) and 3130(a))

*****

Conduct Rules (Rules 2010—7470)

*****

Rule 2210. Communications with the Public

(a) No change.

(b) Approval, Review and Recordkeeping

(1) Retail Communications

(A)-(C) No change.

(D) The requirements of paragraph (b)(1)(A) shall not apply with regard to the following retail
communications, provided that the member organization supervises and reviews such communications in the
same manner as required for supervising and reviewing correspondence pursuant to Rule [342] 3110:

*****

(F) Notwithstanding any other provision of this Rule, an appropriately qualified principal must approve a
communication prior to a member organization filing the communication with the Department.

(2) Correspondence

All correspondence is subject to the supervision and review requirements of Rule [342] 3110.

*****

Rule 3110. Supervision

(a) Supervisory System

Each member organization shall establish and maintain a system to supervise the activities of each
associated person that is reasonably designed to achieve compliance with applicable securities laws
and regulations, and with applicable Exchange rules. Final responsibility for proper supervision shall
rest with the member organization. A member organization's supervisory system shall provide, at a
minimum, for the following:

(1) The establishment and maintenance of written procedures as required by this Rule.
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(2) The designation, where applicable, of an appropriately registered principal(s) with authority to
carry out the supervisory responsibilities of the member organization for each type of business in
which it engages for which registration as a broker-dealer is required.

(3) The registration and designation as a branch office or an office of supervisory jurisdiction
(OSJ) of each location, including the main office, that meets the definitions contained in
paragraph (e) of this Rule.

(4) The designation of one or more appropriately registered principals in each OSJ and one
or more appropriately registered representatives or principals in each non-OSJ branch office
with authority to carry out the supervisory responsibilities assigned to that office by the member
organization.

(5) The assignment of each registered person to an appropriately registered representative(s) or
principal(s) who shall be responsible for supervising that person's activities.

(6) The use of reasonable efforts to determine that all supervisory personnel are qualified, either
by virtue of experience or training, to carry out their assigned responsibilities.

(7) The participation of each registered representative and registered principal, either individually
or collectively, no less than annually, in an interview or meeting conducted by persons
designated by the member organization at which compliance matters relevant to the activities
of the representative(s) and principal(s) are discussed. Such interview or meeting may occur in
conjunction with the discussion of other matters and may be conducted at a central or regional
location or at the representative's(’) or principal's(’) place of business.

(b) Written Procedures

(1) General Requirements

Each member organization shall establish, maintain, and enforce written procedures to supervise
the types of business in which it engages and the activities of its associated persons that are
reasonably designed to achieve compliance with applicable securities laws and regulations, and
with applicable Exchange rules.

(2) Review of Member Organization's Investment Banking and Securities Business

The supervisory procedures required by this paragraph (b) shall include procedures for
the review by a registered principal, evidenced in writing, of all transactions relating to the
investment banking or securities business of the member organization.

(3) Reserved.

(4) Review of Correspondence and Internal Communications

The supervisory procedures required by this paragraph (b) shall include procedures for the
review of incoming and outgoing written (including electronic) correspondence and internal
communications relating to the member organization's investment banking or securities
business. The supervisory procedures must be appropriate for the member organization's
business, size, structure, and customers. The supervisory procedures must require the member
organization's review of:

(A) incoming and outgoing written (including electronic) correspondence to properly
identify and handle in accordance with firm procedures, customer complaints, instructions,
funds and securities, and communications that are of a subject matter that require review
under Exchange rules and federal securities laws.

(B) internal communications to properly identify those communications that are of a
subject matter that require review under Exchange rules and federal securities laws.
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Reviews of correspondence and internal communications must be conducted by a registered
principal and must be evidenced in writing, either electronically or on paper.

(5) Review of Customer Complaints

The supervisory procedures required by this paragraph (b) shall include procedures to capture,
acknowledge, and respond to all written (including electronic) customer complaints.

(6) Documentation and Supervision of Supervisory Personnel

The supervisory procedures required by this paragraph (b) shall set forth the supervisory system
established by the member organization pursuant to paragraph (a) above, and shall include:

(A) the titles, registration status, and locations of the required supervisory personnel and
the responsibilities of each supervisory person as these relate to the types of business
engaged in, applicable securities laws and regulations, and Exchange rules.

(B) a record, preserved by the member organization for a period of not less than three
years, the first two years in an easily accessible place, of the names of all persons who
are designated as supervisory personnel and the dates for which such designation is or
was effective.

(C) procedures prohibiting associated persons who perform a supervisory function from:

(i) supervising their own activities; and

(ii) reporting to, or having their compensation or continued employment determined
by, a person or persons they are supervising.

a. If a member organization determines, with respect to any of its supervisory
personnel, that compliance with subparagraph (i) or (ii) above is not possible
because of the member organization's size or a supervisory personnel's
position within the firm, the member organization must document:

1. the factors the member organization used to reach such
determination; and

2. how the supervisory arrangement with respect to such supervisory
personnel otherwise complies with paragraph (a) of this Rule.

(D) procedures reasonably designed to prevent the supervisory system required pursuant
to paragraph (a) of this Rule from being compromised due to the conflicts of interest
that may be present with respect to the associated person being supervised, including
the position of such person, the revenue such person generates for the firm, or any
compensation that the associated person conducting the supervision may derive from the
associated person being supervised.

(7) Maintenance of Written Supervisory Procedures

A copy of a member organization's written supervisory procedures, or the relevant portions
thereof, shall be kept and maintained in each OSJ and at each location where supervisory
activities are conducted on behalf of the member organization. Each member organization shall
promptly amend its written supervisory procedures to reflect changes in applicable securities
laws or regulations, including Exchange rules, and as changes occur in its supervisory system.
Each member organization is responsible for promptly communicating its written supervisory
procedures and amendments to all associated persons to whom such written supervisory
procedures and amendments are relevant based on their activities and responsibilities.

(c) Internal Inspections
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(1) Each member organization shall conduct a review, at least annually (on a calendar-year
basis), of the businesses in which it engages. The review shall be reasonably designed to assist
the member organization in detecting and preventing violations of, and achieving compliance
with, applicable securities laws and regulations, and with applicable Exchange rules. Each
member organization shall review the activities of each office, which shall include the periodic
examination of customer accounts to detect and prevent irregularities or abuses. Each member
organization shall also retain a written record of the date upon which each review and inspection
is conducted.

(A) Each member organization shall inspect at least annually (on a calendar-year basis)
every OSJ and any branch office that supervises one or more non-branch locations.

(B) Each member organization shall inspect at least every three years every branch office
that does not supervise one or more non-branch locations. In establishing how often
to inspect each non-supervisory branch office, the member organization shall consider
whether the nature and complexity of the securities activities for which the location is
responsible, the volume of business done at the location, and the number of associated
persons assigned to the location require the non-supervisory branch office to be inspected
more frequently than every three years. If a member organization establishes a more
frequent inspection cycle, the member organization must ensure that at least every three
years, the inspection requirements enumerated in paragraph (c)(2) have been met. The
member organization's written supervisory and inspection procedures shall set forth
the non-supervisory branch office examination cycle, an explanation of the factors the
member organization used in determining the frequency of the examinations in the cycle,
and the manner in which a member organization will comply with paragraph (c)(2) if using
more frequent inspections than every three years.

(C) Each member organization shall inspect on a regular periodic schedule every non-
branch location. In establishing such schedule, the member organization shall consider
the nature and complexity of the securities activities for which the location is responsible
and the nature and extent of contact with customers. The member organization's written
supervisory and inspection procedures shall set forth the schedule and an explanation
regarding how the member organization determined the frequency of the examination.

(2) An inspection and review by a member organization pursuant to paragraph (c)(1) must be
reduced to a written report and kept on file by the member organization for a minimum of three
years, unless the inspection is being conducted pursuant to paragraph (c)(1)(C) and the regular
periodic schedule is longer than a three-year cycle, in which case the report must be kept on file
at least until the next inspection report has been written.

(A) If applicable to the location being inspected, that location's written inspection report
must include, without limitation, the testing and verification of the member organization's
policies and procedures, including supervisory policies and procedures in the following
areas:

(i) safeguarding of customer funds and securities;

(ii) maintaining books and records;

(iii) supervision of supervisory personnel;

(iv) transmittals of funds (e.g., wires or checks, etc.) or securities from customers
to third party accounts; from customer accounts to outside entities (e.g., banks,
investment companies, etc.); from customer accounts to locations other than a
customer's primary residence (e.g., post office box, “in care of” accounts, alternate
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address, etc.); and between customers and registered representatives, including
the hand-delivery of checks; and

(v) changes of customer account information, including address and investment
objectives changes and validation of such changes.

(B) The policies and procedures required by paragraph (c)(2)(A)(iv) must include
a means or method of customer confirmation, notification, or follow-up that can be
documented. Member organizations may use reasonable risk-based criteria to determine
the authenticity of the transmittal instructions.

(C) The policies and procedures required by paragraph (c)(2)(A)(v) must include, for each
change processed, a means or method of customer confirmation, notification, or follow-
up that can be documented and that complies with SEA Rules 17a-3(a)(17)(i)(B)(2) and
17a-3(a)(17)(i)(B)(3).

(D) If a member organization does not engage in all of the activities enumerated in
paragraphs (c)(2)(A)(i) through (c)(2)(A)(v) at the location being inspected, the member
organization must identify those activities in the member organization's written supervisory
procedures or the location's written inspection report and document in the member
organization's written supervisory procedures or the location's written inspection report
that supervisory policies and procedures for such activities must be in place at that
location before the member organization can engage in them.

(3) For each inspection conducted pursuant to paragraph (c), a member organization must:

(A) have procedures reasonably designed to prevent the effectiveness of the inspections
required pursuant to paragraph (c)(1) of this Rule from being compromised due to the
conflicts of interest that may be present with respect to the location being inspected,
including but not limited to, economic, commercial, or financial interests in the associated
persons and businesses being inspected; and

(B) ensure that the person conducting an inspection pursuant to paragraph (c)(1) is not an
associated person assigned to the location or is not directly or indirectly supervised by, or
otherwise reporting to, an associated person assigned to the location.

(C) If a member organization determines that compliance with paragraph (c)(3)(B) is
not possible either because of a member organization's size or its business model, the
member organization must document in the inspection report both the factors the member
organization used to make its determination and how the inspection otherwise complies
with paragraph (c)(1).

(d) Transaction Review and Investigation

(1) Each member organization shall include in its supervisory procedures a process for the
review of securities transactions reasonably designed to identify trades that may violate the
provisions of the Exchange Act, the rules thereunder, or Exchange rules prohibiting insider
trading and manipulative and deceptive devices that are effected for the:

(A) accounts of the member organization;

(B) accounts introduced or carried by the member organization in which a person
associated with the member organization has a beneficial interest or the authority to make
investment decisions;

(C) accounts of a person associated with the member organization that are disclosed to
the member organization pursuant to Rule 407 or NASD Rule 3050, as applicable; and

(D) covered accounts.
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(2) Each member organization must conduct promptly an internal investigation into any such
trade to determine whether a violation of those laws or rules has occurred.

(3) A member organization engaging in investment banking services must file with the Exchange,
written reports, signed by a senior officer of the member organization, at such times and, without
limitation, including such content, as follows:

(A) within ten business days of the end of each calendar quarter, a written report
describing each internal investigation initiated in the previous calendar quarter pursuant to
paragraph (d)(2), including the identity of the member organization, the date each internal
investigation commenced, the status of each open internal investigation, the resolution of
any internal investigation reached during the previous calendar quarter, and, with respect
to each internal investigation, the identity of the security, trades, accounts, associated
persons of the member organization, or associated person of the member organization's
family members holding a covered account, under review, and that includes a copy of the
member organization's policies and procedures required by paragraph (d)(1).

(B) within five business days of completion of an internal investigation pursuant to
paragraph (d)(2) in which it was determined that a violation of the provisions of the
Exchange Act, the rules thereunder, or Exchange rules prohibiting insider trading and
manipulative and deceptive devices had occurred, a written report detailing the completion
of the investigation, including the results of the investigation, any internal disciplinary
action taken, and any referral of the matter to the Exchange, another self-regulatory
organization, the SEC, or any other federal, state, or international regulatory authority.

(4) Definitions

For purposes of this Rule:

(A) The term “covered account” shall include any account introduced or carried by the
member organization that is held by:

(i) the spouse of a person associated with the member organization;

(ii) a child of the person associated with the member organization or such person's
spouse, provided that the child resides in the same household as or is financially
dependent upon the person associated with the member organization;

(iii) any other related individual over whose account the person associated with the
member organization has control; or

(iv) any other individual over whose account the associated person of the member
organization has control and to whose financial support such person materially
contributes.

(B) The term “investment banking services” shall include, without limitation, acting as an
underwriter, participating in a selling group in an offering for the issuer, or otherwise acting
in furtherance of a public offering of the issuer; acting as a financial adviser in a merger
or acquisition; providing venture capital or equity lines of credit or serving as placement
agent for the issuer or otherwise acting in furtherance of a private offering of the issuer.

(e) Definitions

(1) “Office of Supervisory Jurisdiction” means any office of a member organization at which any
one or more of the following functions take place:

(A) order execution or market making;

(B) structuring of public offerings or private placements;
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(C) maintaining custody of customers' funds or securities;

(D) final acceptance (approval) of new accounts on behalf of the member organization;

(E) review and endorsement of customer orders, pursuant to paragraph (b)(2) above;

(F) final approval of retail communications for use by persons associated with the member
organization, pursuant to Rule 2210(b)(1), except for an office that solely conducts final
approval of research reports; or

(G) responsibility for supervising the activities of persons associated with the member
organization at one or more other branch offices of the member organization.

(2)(A) A “branch office” is any location where one or more associated persons of a member
organization regularly conducts the business of effecting any transactions in, or inducing or
attempting to induce the purchase or sale of, any security, or is held out as such, excluding:

(i) Any location that is established solely for customer service or back office type
functions where no sales activities are conducted and that is not held out to the
public as a branch office;

(ii) Any location that is the associated person's primary residence; provided that

a. Only one associated person, or multiple associated persons who reside
at that location and are members of the same immediate family, conduct
business at the location;

b. The location is not held out to the public as an office and the associated
person does not meet with customers at the location;

c. Neither customer funds nor securities are handled at that location;

d. The associated person is assigned to a designated branch office, and such
designated branch office is reflected on all business cards, stationery, retail
communications and other communications to the public by such associated
person;

e. The associated person's correspondence and communications with the
public are subject to the firm's supervision in accordance with this Rule;

f. Electronic communications (e.g., e-mail) are made through the member
organization's electronic system;

g. All orders are entered through the designated branch office or an electronic
system established by the member organization that is reviewable at the
branch office;

h. Written supervisory procedures pertaining to supervision of sales activities
conducted at the residence are maintained by the member organization; and

i. A list of the residence locations is maintained by the member organization;

(iii) Any location, other than a primary residence, that is used for securities business
for less than 30 business days in any one calendar year, provided the member
organization complies with the provisions of subparagraphs (2)(A)(ii)a. through h.
above;

(iv) Any office of convenience, where associated persons occasionally and
exclusively by appointment meet with customers, which is not held out to the public
as an office;*
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(v) Any location that is used primarily to engage in non-securities activities and from
which the associated person(s) effects no more than 25 securities transactions in
any one calendar year; provided that any retail communication identifying such
location also sets forth the address and telephone number of the location from
which the associated person(s) conducting business at the non-branch locations
are directly supervised;

(vi) The Floor of a registered national securities exchange where a member
organization conducts a direct access business with public customers; or

(vii) A temporary location established in response to the implementation of a
business continuity plan.

(B) Notwithstanding the exclusions in subparagraph (2)(A), any location that is responsible
for supervising the activities of persons associated with the member organization at one
or more non-branch locations of the member organization is considered to be a branch
office.

(C) The term “business day” as used in paragraph (e)(2)(A) of this Rule shall not include
any partial business day provided that the associated person spends at least four hours
on such business day at his or her designated branch office during the hours that such
office is normally open for business.

• • • Supplementary Material: ____________________

.01 Registration of Main Office. A member organization's main office location is required to be registered
and designated as a branch office or OSJ if it meets the definitions of a “branch office” or “office of
supervisory jurisdiction” as set forth in Rule 3110(e). In general, the nature of activities conducted at a main
office will satisfy the requirements of such terms.

.02 Designation of Additional OSJs. In addition to the locations that meet the definition of OSJ in Rule
3110(e), each member organization shall also register and designate other offices as OSJs as is necessary
to supervise its associated persons in accordance with the standards set forth in Rule 3110. In making a
determination as to whether to designate a location as an OSJ, the member organization should consider the
following factors:

(a) whether registered persons at the location engage in retail sales or other activities involving regular
contact with public customers;

(b) whether a substantial number of registered persons conduct securities activities at, or are otherwise
supervised from, such location;

(c) whether the location is geographically distant from another OSJ of the firm;

(d) whether the member organization's registered persons are geographically dispersed; and

(e) whether the securities activities at such location are diverse or complex.

.03 Supervision of Multiple OSJs by a Single Principal. Rule 3110(a)(4) requires a member organization
to designate one or more appropriately registered principals in each OSJ with the authority to carry out the
supervisory responsibilities assigned to that office (“on-site principal”). The designated on-site principal for
each OSJ must have a physical presence, on a regular and routine basis, at each OSJ for which the principal
has supervisory responsibilities. Consequently, there is a general presumption that a principal will not be
designated and assigned to be the on-site principal pursuant to Rule 3110(a)(4) to supervise more than
one OSJ. If a member organization determines it is necessary to designate and assign one appropriately
registered principal to be the on-site principal pursuant to Rule 3110(a)(4) to supervise two or more OSJs, the
member organization must take into consideration, among others, the following factors:
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(a) whether the on-site principal is qualified by virtue of experience and training to supervise the
activities and associated persons in each location;

(b) whether the on-site principal has the capacity and time to supervise the activities and associated
persons in each location;

(c) whether the on-site principal is a producing registered representative;

(d) whether the OSJ locations are in sufficiently close proximity to ensure that the on-site principal is
physically present at each location on a regular and routine basis; and

(e) the nature of activities at each location, including size and number of associated persons, scope of
business activities, nature and complexity of products and services offered, volume of business done,
the disciplinary history of persons assigned to such locations, and any other indicators of irregularities
or misconduct.

The member organization must establish, maintain, and enforce written supervisory procedures
regarding the supervision of all OSJs. In all cases where a member organization designates and
assigns one on-site principal to supervise more than one OSJ, the member organization must
document in the member organization's written supervisory and inspection procedures the factors used
to determine why the member organization considers such supervisory structure to be reasonable and
the determination by the member organization will be subject to scrutiny.

.04 Annual Compliance Meeting. A member organization is not required to conduct in-person meetings
with each registered person or group of registered persons to comply with the annual compliance meeting (or
interview) required by Rule 3110(a)(7). A member organization that chooses to conduct compliance meetings
using other methods (e.g., on-demand webcast or course, video conference, interactive classroom setting,
telephone, or other electronic means) must ensure, at a minimum, that each registered person attends the
entire meeting (e.g., an on-demand annual compliance webcast would require each registered person to use
a unique user ID and password to gain access and use a technology platform to track the time spent on the
webcast, provide click-as-you go confirmation, and have an attestation of completion at the end of a webcast)
and is able to ask questions regarding the presentation and receive answers in a timely fashion (e.g., an
on-demand annual compliance webcast that allows registered persons to ask questions via an email to a
presenter or a centralized address or via a telephone hotline and receive timely responses directly or view
such responses on the member organization's intranet site).

.05 Risk-based Review of Member Organization's Investment Banking and Securities Business. A
member organization may use a risk-based review system to comply with Rule 3110(b)(2)'s requirement that
a registered principal review all transactions relating to the investment banking or securities business of the
member organization. A member organization is not required to conduct detailed reviews of each transaction
if a member organization is using a reasonably designed risk-based review system that provides a member
organization with sufficient information that permits the member organization to focus on the areas that pose
the greatest numbers and risks of violation.

.06 Risk-based Review of Correspondence and Internal Communications. By employing risk-based
principles, a member organization must decide the extent to which additional policies and procedures for the
review of:

(a) incoming and outgoing written (including electronic) correspondence that fall outside of the
subject matters listed in Rule 3110(b)(4) are necessary for its business and structure. If a member
organization's procedures do not require that all correspondence be reviewed before use or
distribution, the procedures must provide for:

(1) the education and training of associated persons regarding the firm's procedures governing
correspondence;

(2) the documentation of such education and training; and
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(3) surveillance and follow-up to ensure that such procedures are implemented and followed.

(b) internal communications that are not of a subject matter that require review under Exchange rules
and federal securities laws are necessary for its business and structure.

.07 Evidence of Review of Correspondence and Internal Communications. The evidence of review
required in Rule 3110(b)(4) must be chronicled either electronically or on paper and must clearly identify
the reviewer, the internal communication or correspondence that was reviewed, the date of review, and the
actions taken by the member organization as a result of any significant regulatory issues identified during the
review. Merely opening a communication is not sufficient review.

.08 Delegation of Correspondence and Internal Communication Review Functions. In the course of
the supervision and review of correspondence and internal communications required by Rule 3110(b)(4),
a supervisor/principal may delegate certain functions to persons who need not be registered. However,
the supervisor/principal remains ultimately responsible for the performance of all necessary supervisory
reviews, irrespective of whether he or she delegates functions related to the review. Accordingly, supervisors/
principals must take reasonable and appropriate action to ensure delegated functions are properly executed
and should evidence performance of their procedures sufficiently to demonstrate overall supervisory control.

.09 Retention of Correspondence and Internal Communications. Each member organization shall
retain the internal communications and correspondence of associated persons relating to the member
organization's investment banking or securities business for the period of time and accessibility specified in
SEA Rule 17a-4(b). The names of the persons who prepared outgoing correspondence and who reviewed the
correspondence shall be ascertainable from the retained records, and the retained records shall be readily
available to the Exchange, upon request.

.10 Supervision of Supervisory Personnel. A member organization's determination that it is not possible
to comply with paragraphs (b)(6)(C)(i) or (b)(6)(C)(ii) of Rule 3110 prohibiting supervisory personnel from
supervising their own activities and from reporting to, or otherwise having compensation or continued
employment determined by, a person or persons they are supervising generally will arise in instances where:

(a) the member organization is a sole proprietor in a single-person firm;

(b) a registered person is the member organization's most senior executive officer (or similar position);
or

(c) a registered person is one of several of the member organization's most senior executive officers (or
similar positions).

.11 Use of Electronic Media to Communicate Written Supervisory Procedures. A member organization
may use electronic media to satisfy its obligation to communicate its written supervisory procedures, and
any amendment thereto, pursuant to Rule 3110(b)(7), provided that: (1) the written supervisory procedures
have been promptly communicated to, and are readily accessible by, all associated persons to whom such
supervisory procedures apply based on their activities and responsibilities through, for example, the member
organization's intranet system; (2) all amendments to the written supervisory procedures are promptly posted
to the member organization's electronic media; (3) associated persons are notified that amendments relevant
to their activities and responsibilities have been made to the written supervisory procedures; (4) the member
organization has reasonable procedures to monitor and maintain the security of the material posted to ensure
that it cannot be altered by unauthorized persons; and (5) the member organization retains current and prior
versions of its written supervisory procedures in compliance with the applicable record retention requirements
of SEA Rule 17a-4(e)(7).

.12 Standards for Reasonable Review. In fulfilling its obligations under Rule 3110(c), each member
organization must conduct a review, at least annually, of the businesses in which it engages. The review
must be reasonably designed to assist in detecting and preventing violations of and achieving compliance
with applicable securities laws and regulations and with Exchange rules. Each member organization shall
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establish and maintain supervisory procedures that must take into consideration, among other things, the
firm's size, organizational structure, scope of business activities, number and location of the firm's offices,
the nature and complexity of the products and services offered by the firm, the volume of business done, the
number of associated persons assigned to a location, the disciplinary history of registered representatives or
associated persons, and any indicators of irregularities or misconduct (i.e., “red flags”), etc. The procedures
established and reviews conducted must provide that the quality of supervision at remote locations is
sufficient to ensure compliance with applicable securities laws and regulations and with Exchange rules.
A member organization must be especially diligent in establishing procedures and conducting reasonable
reviews with respect to a non-branch location where a registered representative engages in securities
activities. Based on the factors outlined above, member organizations may need to impose reasonably
designed supervisory procedures for certain locations or may need to provide for more frequent reviews of
certain locations.

.13 General Presumption of Three-Year Limit for Periodic Inspection Schedules. Rule 3110(c)(1)(C)
requires a member organization to inspect on a regular periodic schedule every non-branch location. In
establishing a non-branch location inspection schedule, there is a general presumption that a non-branch
location will be inspected at least every three years, even in the absence of any indicators of irregularities or
misconduct (i.e., “red flags”). If a member organization establishes a longer periodic inspection schedule, the
member organization must document in its written supervisory and inspection procedures the factors used in
determining that a longer periodic inspection cycle is appropriate.

.14 Exception to Persons Prohibited from Conducting Inspections. A member organization's
determination that it is not possible to comply with Rule 3110(c)(3)(B) with respect to who is not allowed to
conduct a location's inspection will generally arise in instances where:

(a) the member organization has only one office; or

(b) the member organization has a business model where small or single-person offices report directly
to an OSJ manager who is also considered the offices' branch office manager.

.15 “Associated person.” For the purposes of this rule, the term “associated person” and “person
associated with a member organization” shall have the same meaning as the terms “person associated with a
member” or “associated person of a member” as defined in Article I (rr) of the FINRA By-Laws.

* Where such office of convenience is located on bank premises, signage necessary to comply with
applicable federal and state laws, rules and regulations and applicable rules and regulations of other self-
regulatory organizations, and securities and banking regulators may be displayed and shall not be deemed
“holding out” for purposes of this section.

Rule 3120. Supervisory Control System

(a) Each member organization shall designate and specifically identify to the Exchange one or more
principals who shall establish, maintain, and enforce a system of supervisory control policies and
procedures that:

(1) test and verify that the member organization's supervisory procedures are reasonably
designed with respect to the activities of the member organization and its associated persons,
to achieve compliance with applicable securities laws and regulations, and with applicable
Exchange rules; and

(2) create additional or amend supervisory procedures where the need is identified by such
testing and verification. The designated principal or principals must submit to the member
organization's senior management no less than annually, a report detailing each member
organization's system of supervisory controls, the summary of the test results and significant
identified exceptions, and any additional or amended supervisory procedures created in
response to the test results.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

407

http://researchhelp.cch.com/License_Agreement.htm


(b) Each report provided to senior management pursuant to paragraph (a) in the calendar year
following a calendar year in which a member organization reported $200 million or more in gross
revenue must include, to the extent applicable to the member organization's business:

(1) a tabulation of the reports pertaining to customer complaints and internal investigations made
to the Exchange during the preceding year; and

(2) discussion of the preceding year's compliance efforts, including procedures and educational
programs, in each of the following areas:

(A) trading and market activities;

(B) investment banking activities;

(C) antifraud and sales practices;

(D) finance and operations;

(E) supervision; and

(F) anti-money laundering.

(c) For purposes of paragraph (b), “gross revenue” is defined as:

(1) total revenue as reported on FOCUS Form Part II or IIA (line item 4030) less commodities
revenue (line item 3990), if applicable; or

(2) total revenue as reported on FOCUS Form Part II CSE (line item 4030) less, if applicable, (A)
commissions on commodity transactions (line item 3991); and (B) commodities gains or losses
(line items 3924 and 3904).

• • • Supplementary Material: ____________________

.01 “Associated person.” For the purposes of this rule, the term “associated person” and “person
associated with a member organization” shall have the same meaning as the terms “person associated with a
member” or “associated person of a member” as defined in Article I (rr) of the FINRA By-Laws.

*****

Rule 3150. Holding of Customer Mail

(a) A member organization may hold mail for a customer who will not be receiving mail at his or her
usual address, provided that:

(1) the member organization receives written instructions from the customer that include the
time period during which the member organization is requested to hold the customer's mail. If
the requested time period included in the instructions is longer than three consecutive months
(including any aggregation of time periods from prior requests), the customer's instructions must
include an acceptable reason for the request (e.g., safety or security concerns). Convenience is
not an acceptable reason for holding mail longer than three months;

(2) the member organization:

(A) informs the customer in writing of any alternate methods, such as email or access
through the member organization's website, that the customer may use to receive or
monitor account activity and information; and

(B) obtains the customer's confirmation of the receipt of such information; and

(3) the member organization verifies at reasonable intervals that the customer's instructions still
apply.
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(b) During the time that a member organization is holding mail for a customer, the member organization
must be able to communicate with the customer in a timely manner to provide important account
information (e.g., privacy notices, the SIPC information disclosures required by Rule 2266), as
necessary.

(c) A member organization holding a customer's mail pursuant to this Rule must take actions
reasonably designed to ensure that the customer's mail is not tampered with, held without the
customer's consent, or used by an associated person of the member organization in any manner that
would violate Exchange rules or the federal securities laws.

• • • Supplementary Material: ____________________

.01 “Associated person.” For the purposes of this rule, the term “associated person” and “person
associated with a member organization” shall have the same meaning as the terms “person associated with a
member” or “associated person of a member” as defined in Article I (rr) of the FINRA By-Laws.

Rule 3170. Tape Recording of Registered Persons by Certain Firms

(a) Definitions

(1) For purposes of this Rule, the term “registered person” means any person registered with the
Exchange.

(2) For purposes of this Rule, the term “disciplined firm” means:

(A) a member organization that, in connection with sales practices involving the offer,
purchase, or sale of any security, has been expelled from membership or participation in
any securities industry self-regulatory organization or is subject to an order of the SEC
revoking its registration as a broker-dealer;

(B) a futures commission merchant or introducing broker that has been formally charged
by either the Commodity Futures Trading Commission or a registered futures association
with deceptive telemarketing practices or promotional material relating to security futures,
those charges have been resolved, and the futures commission merchant or introducing
broker has been closed down and permanently barred from the futures industry as a result
of those charges; or

(C) a futures commission merchant or introducing broker that, in connection with sales
practices involving the offer, purchase, or sale of security futures is subject to an order of
the SEC revoking its registration as a broker or dealer.

(3) For purposes of this Rule, the term “disciplinary history” means a finding of a violation
by a registered person in the past five years by the SEC, a self-regulatory organization, or a
foreign financial regulatory authority of one or more of the following provisions (or comparable
foreign provision) or rules or regulations thereunder: violations of the types enumerated in
Exchange Act Section 15(b)(4)(E); Exchange Act Section 15(c); Securities Act Section 17(a);
SEA Rules 10b-5 and 15g-1 through 15g-9; NASD Rule 2110 (Standards of Commercial Honor
and Principles of Trade) or FINRA Rule 2010 (Standards of Commercial Honor and Principles
of Trade) or NYSE Rule 2010 (Standards of Commercial Honor and Principles of Trade) or
NYSE Rule 476(a)(6) (Failure to Observe High Standards of Commercial Honor and Just and
Equitable Principles of Trade) (only if the finding of a violation of NASD Rule 2110, FINRA
Rule 2010, NYSE Rule 2010 or NYSE Rule 476(a)(6) is for unauthorized trading, churning,
conversion, material misrepresentations or omissions to a customer, front-running, trading ahead
of research reports or excessive markups), FINRA Rule 5280 (Trading Ahead of Research
Reports), NASD Rule 2120 (Use of Manipulative, Deceptive or Other Fraudulent Devices)
or FINRA Rule 2020 (Use of Manipulative, Deceptive or Other Fraudulent Devices) or NYSE
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Rule 2020 (Use of Manipulative, Deceptive or Other Fraudulent Devices) or NYSE Rule 476(a)
(5) (effecting any transaction in, or inducing the purchase or sale of, any security by means
of any manipulative, deceptive or other fraudulent device or contrivance), NASD Rule 2310
(Recommendations to Customers (Suitability)) or FINRA Rule 2111 (Suitability) or NYSE Rule
405 (Diligence as to Accounts), NASD Rule 2330 (Customers' Securities or Funds) or FINRA
Rule 2150 (Improper Use of Customers' Securities or Funds; Prohibition Against Guarantees
and Sharing in Accounts) or NYSE Rule 2150 (Improper Use of Customers' Securities or Funds;
Prohibition Against Guarantees and Sharing in Accounts), NASD Rule 2440 (Fair Prices and
Commissions), NASD Rule 3010 (Supervision) or FINRA Rule 3110 (Supervision) or NYSE
Rule 3110 (Supervision) or NYSE Rule 342 (Offices – Approval, Supervision and Control)
(failure to supervise only for NASD Rule 3010, FINRA Rule 3110, NYSE Rule 3110 and NYSE
Rule 342), NASD Rule 3310 (Publication of Transactions and Quotations) or FINRA Rule 5210
(Publication of Transactions and Quotations) or NYSE Rule 5210 (Publication of Transactions
and Quotations) and NASD Rule 3330 (Payment Designed to Influence Market Prices, Other
than Paid Advertising) or FINRA Rule 5230 (Payments Involving Publications that Influence the
Market Price of a Security); and MSRB Rules G-19, G-30, and G-37(b) & (c).

(4) For purposes of this Rule, the term “tape recording” includes without limitation, any electronic
or digital recording that meets the requirements of this Rule.

(5) (A) For purposes of this Rule, the term “taping firm” means:

(i) A member organization with at least five but fewer than ten registered persons,
where 40% or more of its registered persons have been associated with one or
more disciplined firms in a registered capacity within the last three years;

(ii) A member organization with at least ten but fewer than twenty registered
persons, where four or more of its registered persons have been associated with
one or more disciplined firms in a registered capacity within the last three years;

(iii) A member organization with at least twenty registered persons where 20% or
more of its registered persons have been associated with one or more disciplined
firms in a registered capacity within the last three years.

(B) For purposes of calculating the number of registered persons who have been
associated with one or more disciplined firms in a registered capacity within the last
three years pursuant to this subparagraph (5), member organizations should not include
registered persons who:

(i) have been registered for an aggregate total of 90 days or less with one or more
disciplined firms within the past three years; and

(ii) do not have a disciplinary history.

(b) Supervisory Procedures Regarding the Tape Recording of Conversations

(1) Each member organization that either is notified by the Exchange or otherwise has
actual knowledge that it is a taping firm shall establish, maintain, and enforce special written
procedures for supervising the telemarketing activities of all of its registered persons.

(2) A taping firm required to establish, maintain, and enforce special written procedures pursuant
to this paragraph must establish and implement the procedures within 60 days of receiving
notice from the Exchange or obtaining actual knowledge that it is a taping firm.

(3) The procedures required by this paragraph shall include procedures for tape recording
all telephone conversations between the taping firm's registered persons and both existing
and potential customers and for reviewing the tape recordings to ensure compliance with
applicable securities laws and regulations and applicable Exchange rules. The procedures
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must be appropriate for the taping firm's business, size, structure, and customers, and shall
be maintained for a period of three years from the date that the taping firm establishes and
implements the procedures.

(4) All tape recordings made pursuant to the requirements of this paragraph shall be retained for
a period of not less than three years from the date the tape was created, the first two years in an
easily accessible place. Each taping firm shall catalog the retained tapes by registered person
and date.

(5) By the 30th day of the month following the end of each calendar quarter, each taping firm
subject to the requirements of this paragraph shall submit to the Exchange a report on the taping
firm's supervision of the telemarketing activities of its registered persons.

(c) A member organization that becomes a taping firm for the first time may reduce its staffing levels
to fall below the threshold levels within 30 days after receiving notice from the Exchange pursuant to
the provisions of paragraph (b)(1) or obtaining actual knowledge that it is a taping firm, provided the
member organization promptly notifies the Exchange's Department of Member Regulation in writing
of its becoming subject to the Rule. Once the member organization has reduced its staffing levels to
fall below the threshold levels, it shall not rehire a person terminated to accomplish the staff reduction
for a period of 180 days. On or prior to reducing staffing levels pursuant to this paragraph, a member
organization must provide the Exchange's Department of Member Regulation with written notice
identifying the terminated person(s).

(d) Pursuant to the Rule 9600 Series, the Exchange may, in exceptional circumstances, taking into
consideration all relevant factors, exempt any taping firm unconditionally or on specified terms and
conditions from the requirements of this Rule. A taping firm seeking an exemption must file a written
application pursuant to the Rule 9600 Series within 30 days after receiving notice from the Exchange or
obtaining actual knowledge that it is a taping firm. A member organization that becomes a taping firm
for the first time may elect to reduce its staffing levels pursuant to the provisions of paragraph (c) or,
alternatively, to seek an exemption pursuant to paragraph (d), as appropriate. A taping firm may not
seek relief from the Rule by both reducing its staffing levels pursuant to paragraph (c) and requesting
an exemption.

*****

Rule 9217. Violations Appropriate for Disposition Under Plan Pursuant to SEA Rule 19d-1(c)
(2)

*****

• Failure to Obtain Exchange Approval Rule Violations (Rules 312(h) & (i), [342(c), 342.10,] 382(a), 791(c),
and 4110).

• Failure of a member organization to have individuals responsible and qualified for the positions of Financial
Principal, Operations Principal, Compliance Official, Branch Office Manager and Supervisory Analyst (Rules
342[(b), (d) & . 13], 311(b)(5), 344, 3010(a) and 3130(a)).

*****

• Failure to acknowledge customer complaint [within 15 business days,] as required by Rule 3110(b)(5)
[401A].

*****

NYSE Rule Interpretations

*****
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[Rule 342 OFFICES – APPROVAL, SUPERVISION AND CONTROL]

Entire text deleted.

*****

[Rule 351 REPORTING REQUIREMENTS]

Entire text deleted.

*****

Additions underlined.

Deletions [bracketed].

NYSE MKT Equities Rules

*****

Rule 476A. Imposition of Fines for Minor Violation(s) of Rules

*****

• • • Supplementary Material: ____________________

*****

• Failure to Obtain Exchange Approval Rule Violations (Rules 312(h) - Equities, 312(i) - Equities, [342(c) -
Equities, 342.10 - Equities,] 382(a) - Equities, and 4110 – Equities

• Failure of a member organization to have individuals responsible and qualified for the positions of Financial
Principal, Operations Principal, Compliance Official, Branch Office Manager and Supervisory Analyst (Rules
[342(b) - Equities, 342(d) - Equities, 342.13 - Equities,] 311(b)(5) - Equities, 344 - Equities, 3110(a) - Equities
and 3130(a) - Equities)

*****

Rule 36 - Equities. Communications Between Exchange and Members' Offices

*****

• • • Supplementary Material:

.10 No change.

.20 (a) With the approval of the Exchange, a Floor broker may maintain a telephone line or use an Exchange
authorized and provided portable telephone which permits a non-member off the Floor to communicate with
a member or member organization on the Floor. In addition, any Floor broker receiving orders from the public
over portable phones must be properly qualified under Exchange rules to conduct such public business (See,
for e.g., Rule[s 342 - Equities and] 345 - Equities.) Subject to the exception contained in .23 of this Rule, the
use of a portable telephone on the Floor other than one authorized and issued by the Exchange is prohibited.

*****

Rule 70 - Equities. Execution of Floor Broker Interest

*****

• • • Supplementary Material:

.25-.30 No change.

.40 Operation of an NYSER Approved Booth Premise
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(1)-(3) No change.

(4) A member organization approved to operate its booth premise pursuant to this rule is subject to the same
regulatory requirements governing the conduct of the member organization's off-Floor or ‘upstairs’ office,
including but not limited to relevant employee registration and qualification requirements pursuant to Rule 345
- Equities and supervisory responsibilities pursuant to Rule [342] 3110 - Equities.

*****

Rule 86 - Equities. NYSE MKT Bonds

(a)-(o) No change.

(p) Reports and Recordkeeping.

(1) NYSE MKT Bonds Trading Reports and Records. Users of NYSE MKT Bonds must comply with all
relevant rules of the Exchange and the Securities and Exchange Commission in relation to reports and
records of transactions on NYSE MKT Bonds including but not limited to Rules [342] 3110 - Equities and
[440] 4522 - Equities, and Rules 17a-3 and 17a-4 [of] under the Securities Exchange Act of 1934.

*****

Rule 342 - Equities. [Offices—Approval, Supervision and Control] Compliance Supervisors.

[(a) Each office, department or business activity of a member or member organization (including foreign
incorporated branch offices) shall be under the supervision and control of the member or member
organization establishing it and of the personnel delegated such authority and responsibility.

The person in charge of a group of employees shall reasonably discharge his duties and obligations in
connection with supervision and control of the activities of those employees related to the business of their
employer and compliance with securities laws and regulations.

(b) The general partners or directors of each member organization shall provide for appropriate supervisory
control and shall designate a general partner or principal executive to assume overall authority and
responsibility for internal supervision and control of the organization and compliance with securities laws and
regulations. This person shall:

(1) delegate to qualified principals or employees responsibility and authority for supervision and control of
each office, department or business activity, and provide for appropriate procedures of supervision and
control.

(2) establish a separate system of follow-up and review to determine that the delegated authority and
responsibility is being properly exercised.

(c) The prior consent of the Exchange shall be obtained for each office established by a member or member
organization, other than a main office.

(d) Qualified persons acceptable to the Exchange shall be in charge of:

(1) any office of a member or member organization,

(2) any regional or other group of offices,

(3) any sales department or activity.

(e) The amounts and types of credit extended by a member organization shall be supervised by members
or principal executives qualified by experience for such control in the types of business in which the member
organization extends credit.

• • • Supplementary Material:
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.10 Definition of Branch Office.—A ‘branch office’ is any location where one or more associated persons of a
member or member organization regularly conduct the business of effecting any transactions in, or inducing
or attempting to induce the purchase or sale of any security, or is held out as such, excluding:

(A) any location that is established solely for customer service and/or back office type functions where no
sales activities are conducted and that is not held out to the public as a branch office;

(B) any location that is the associated person's primary residence; provided that: (i) only one associated
person, or multiple associated persons, who reside at that location and are members of the same immediate
family, conduct business at the location; (ii) the location is not held out to the public as an office and the
associated person does not meet with customers at the location; (iii) neither customer funds nor securities
are handled at that location; (iv) the associated person is assigned to a designated branch office, and such
branch office is reflected on all business cards, stationery, retail communications and other communications
to the public by such associated person; (v) the associated person's correspondence and communications
with the public are subject to all supervisory provisions of the Exchange's rules including, but not limited to,
Rules 342 - Equities, 472 - Equities, and 2210 - Equities; (vi) electronic communications (e.g., e-mail) are
made through the member's or member organization's electronic system; (vii) all orders are entered through
the designated branch office of an electronic system established by the member or member organization
that is reviewable at the branch office; (viii) written supervisory procedures pertaining to supervision of sales
activities conducted at the residence are maintained by the member or member organization; and (ix) a list of
the locations is maintained by the member or member organization;

(C) any location, other than a primary residence, that is used for securities business for less than 30 business
days in any one calendar year, provided the member or member organization complies with the provisions of
(ii) through (viii) of paragraph (B) above;

(D) any office of convenience, where the associated person occasionally and exclusively by appointment
meets with customers, which is not held out to the public as a branch office (where such location is on bank
premises, however, only signage required by the Interagency Statement (Statement on Retail Sales of
Nondeposit Investment Products required under Banking Regulation) may be displayed);

(E) any location that is used primarily to engage in non-securities activities and from which the associated
person effects no more than 25 securities transactions in any one calendar year; provided that any retail
communication identifying such location also sets forth the address and telephone number of the location
from which the associated person conducting business at the non-branch locations are directly supervised;

(F) the Floor of a registered national securities exchange where a member or member organization conducts
a direct access business with public customers; or

(G) a temporary location established in response to the implementation of a business continuity plan.

Notwithstanding the exclusions in subparagraphs 342.10(A) - (G) - Equities, any location that is responsible
for supervising the activities of persons associated with a member or member organization at one or more
non-branch locations of such member or member organization is considered to be a branch office.

For purposes of this Rule, the term “associated person of a member or member organization” is defined as a
member or employee associated with a member or member organization.

For purposes of this Rule, the term “associated person of a member or member organization” is defined as a
member, or employee associated with a member or member organization.

For purposes of Rule 342.10(B)(viii) - Equities, written supervisory procedures shall include criteria for on-
site for cause reviews of an associated person's primary residence. Such reviews must utilize risk-based
sampling or other techniques designed to assure compliance with applicable securities laws and regulations
and with Exchange Rules.
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For purposes of Rule 342.10(B)(viii) and (C) - Equities, written supervisory procedures for such residences
and other remote locations must be designed to assure compliance with applicable securities laws and
regulations and with the Exchange Rules.

Factors which should be considered when developing risk-based sampling techniques to determine the
appropriateness of on-site for cause reviews of selected residences and other remote locations shall include,
but not be limited to, the following: (i) the firm's size; (ii) the firm's organizational structure; (iii) the scope of
business activities; (iv) the number and location of offices; (v) the number of associated persons assigned
to a location; (vi) the nature and complexity of products and services offered; (vii) the volume of business
done; (viii) whether the location has a Series 9/10-qualified person on-site; (ix) the disciplinary history of the
registered persons or associated persons, including a review of such person's customer complaints and
Forms U4 and U5; and (x) the nature and extent of a registered person's or associated person's outside
business activities, whether or not related to the securities business.

.11 Annual Fee.—Each office of a member organization (including any foreign branch office), other than
the main office of the member organization, shall be subject during its existence to a registration fee as
determined by the Exchange for each calendar year or part thereof, unless specifically exempted by the
Exchange.

.12 Foreign branch offices.—With prior approval of the Exchange, a member organization may establish a
foreign branch office in corporate or partnership form, provided it is wholly owed by the member organization.
Continuance of the arrangement is subject to any changes in the Rules of the Exchange as may be thereafter
adopted.

Foreign branch offices approved pursuant to this paragraph .12 and their personnel shall be fully subject to
the Rules of the Exchange to the same degree and extent as are members and member organizations and
their personnel. All obligations and liabilities of such foreign branch office shall be assumed or guaranteed by
its parent member organization and such member organization shall be fully responsible for all acts of such
foreign branch office.

For purposes of this Rule 342.12 - Equities, the term ‘foreign branch office’ shall include any such
independently organized foreign location from which the services of the member or member organization are
being made available or whose financial resources are being utilized in the operation of the office or as to
which either of the above is held out, respectively, as available or being utilized.

.13 Acceptability of supervisors.]

(a) [Generally.—]Any member or employee [who is a candidate for acceptability under (d)(1), (2), or (3)
above] identified as being in charge of (1) any office of a member or member organization, (2) any regional
or other group of offices, or (3) any sales department or activity must have a creditable record and must pass
the General Securities Sales Supervisor Qualification Examination (Series 9/10) or another examination
acceptable to the Exchange which demonstrates competency relevant to assigned responsibilities. Every
branch office or sales manager must have at least three years' experience as a registered representative or
substantial experience in a related sales or managerial position and must pass the Series 9/10. For purposes
of this rule, a related sales or managerial position would include a mutual fund salesman or an investment
advisor; a position of fiduciary responsibility such as in the Trust Department of a bank or an attorney
practicing securities law; or president of an established company in the financial, real estate or insurance
industries. In order to qualify as a supervisory person, a principal executive should have at least three years'
experience as a registered representative unless granted an exception based upon experience over a period
of years in a position of trust and responsibility. The General Securities Principal Examination (Series 24),
is an acceptable alternative for persons whose duties do not include the supervision of options or municipal
securities sales activity. The examination requirement may be waived at the discretion of the Exchange. In
the case of a firm that is applying for registered broker-dealer status, such supervisory candidates, in addition
to the requirements outlined above, must also have at least one year of direct experience or two years of
related experience in the subject area to be supervised.
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(b) [Compliance supervisors.—]Each member not associated with a member organization and in the case
of a member organization, the person (or persons) designated to direct day-to-day compliance activity (such
as the Compliance Officer, Partner or Director) and each other person at the member organization directly
supervising ten or more persons engaged in compliance activity should have overall knowledge of the
securities laws and Exchange rules and must pass the Compliance Official Qualification Examination (“Series
14 Examination”). Compliance supervisors of member organizations that conduct a DMM business must pass
the DMM Compliance Official Examination (“Series 14A Examination”). A member organization engaged in a
public business in addition to a DMM business must have a qualified compliance supervisor who has passed
the Series 14 and Series 14A Examinations. Where good cause is shown, the Exchange, at[s] its discretion,
may waive the examination requirement. The Exchange may give consideration to the scope of the member
or member organization's activity, to previous related employment, and to examination requirements of other
self-regulatory organizations. In such cases, the Exchange must be satisfied that the person is qualified for
the position.

The following individuals are exempt from the Series 14 Examination requirement:

(1) Compliance supervisors at member organizations whose activities are solely related to execution of orders
on the Floor and who do not conduct any business with the public;

(2) Compliance supervisors at member organizations whose commissions and other fees from their public
business (retail and institutional) are under $500,000 in the preceding calendar year and who introduce to
another broker-dealer; and

(3) Supervisors of ten or more persons whose compliance responsibilities are limited to the registration of
member organization employees with the various regulatory and self-regulatory organizations.

[.14 Experience of senior management.—Member organizations without experienced senior principals may
be subject to agreements with the Exchange appropriately limiting their scope of activity.

.15 Small offices.—may be in the charge of a qualified principal or manager who is either resident or non-
resident in that area. In the event that such a qualified supervisor is non-resident, a resident registered
representative may be designated for subsidiary authority and is not required to meet a manager's
examination or experience requirements.

.16 Supervision of registered representatives.—Would ordinarily include at least approval of new accounts
and reasonable procedures for review of registered representatives' communications with the public relating
to their business, and customer accounts and transactions. Such policies and procedures should be in writing
and be designed to reasonably supervise each registered representative. Evidence that these supervisory
policies and procedures have been implemented and carried out must be maintained and made available to
the Exchange upon request.

See Rule 405 - Equities (“Diligence as to Accounts”) for responsibilities for supervision of customer accounts.

.17 Review of communications with the public.—Members and member organizations must develop written
policies and procedures that are appropriate for their business, their size, structure and customers in
connection with the review of communications with the public relating to their business.

Where such policies and procedures for the review of public communications do not require pre-use review,
they must include provision for the education and training of employees as to organizational policies and
procedures, documentation of such education and training, and provide for surveillance and follow-up to
ensure that such policies and procedures are implemented and adhered to.

See also Rule 472 - Equities and Rule 2210 - Equities for preapproval requirements for certain
communications and standards governing all communications.

.18 Member organizations shall provide for the supervision and control of each general ledger bookkeeping
account and account of like function on the basis specified in Rule 440.20 - Equities.
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.19 Supervision of Producing Manager.—Members and member organizations must develop and implement
written policies and procedures reasonably designed to independently review and supervise customer
account activity conducted by each Branch Office Manager, Sales Manager, Regional/District Sales Manager,
or by any person performing a similar supervisory function. Such supervisory reviews must be performed by a
qualified person pursuant to Rule 342.13 - Equities who:

(a) is either senior to, or otherwise independent of, the Producing Manager under review. For purposes of this
Rule, an “otherwise independent” person: may not report either directly or indirectly to the Producing Manager
under review; must be situated in an office other than the office of the Producing Manager; must not otherwise
have supervisory responsibility over the activity being reviewed; and must alternate such review responsibility
with another qualified person every two years or less. Further, if a person designated to review a Producing
Manager receives an override or other income derived from that Producing Manager's customer activity that
represents more than 10% of the designated person's gross income derived from the member or member
organization over the course of a rolling twelve-month period, the member or member organization must
establish alternate senior or otherwise independent supervision of that Producing Manager to be conducted
by a qualified person, pursuant to Rule 342.13 - Equities, other than the designated person receiving the
income.

(b) If a member or member organization is so limited in size and resources that there is no qualified person
senior to, or otherwise independent of, the Producing Manager to conduct the reviews pursuant to (a) above
(for instance, the member or member organization has only one office, or an insufficient number of qualified
personnel who can conduct reviews on a two-year rotation), the reviews may be conducted by a person,
qualified pursuant to Rule 342.13 - Equities, in compliance with (a) to the extent practicable.

(c) A member or member organization relying on (b) above must document the factors used to determine
that complete compliance with all of the provisions of (a) is not possible, and that the required supervisory
systems and procedures in place with respect to any Producing Manager comply with the provisions of (a) to
the extent practicable.

.20 Information requests.—In connection with its investigation of anomalous trading activity and for other
purposes, the Exchange from time to time requests from members and member organizations detailed
information regarding trades effected by the member or member organization in specified Exchange listed
or traded securities and related financial instruments during a specified period. Each member not associated
with a member organization and each member organization shall comply with each such request by the date
required by the Exchange.

.21 Trade review and investigation.—In order to help assure its compliance with the provisions of the
Securities Exchange Act of 1934, the rules under that act and the rules of the Exchange prohibiting insider
trading and manipulative and deceptive devices, each member not associated with a member organization
and each member organization, in addition to carrying out such other supervisory procedures as may be
necessary to discharge its supervisory responsibilities as to compliance with Federal Securities laws and
rules and Exchange rules generally shall:

(a) Subject trades in Exchange listed or traded securities and in related financial instruments which are
effected for the account of the member or member organization or for the accounts of members or employees
of the member or member organization and their family members (including trades reported by other
members or member organizations pursuant to Rule 407 - Equities) to review procedures that the member or
member organization determines to be reasonably designed to identify trades that may violate the provisions
of the Securities Exchange Act of 1934, the rules under that act or the rules of the Exchange prohibiting
insider trading and manipulative and deceptive devices, and

(b) Conduct promptly an internal investigation into any such trade that appears that it may have violated those
laws and rules in order to determine whether it did violate those laws and rules.

The Exchange, at its discretion, may exclude from these review and investigation requirements particular
classes of persons, trades, securities and related financial instruments.
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.22 Definition of related financial instrument.—For the purpose of Paragraphs .20 and .21, ‘related financial
instrument’ means:

(a) Any stock underlying an Exchange listed stock option or included in an index stock group underlying an
Exchange listed index stock group option,

(b) Any stock option on an Exchange listed or traded stock,

(c) Any index stock (bond) group option on a stock (bond) group that includes an Exchange listed or traded
stock (bond),

(d) Any futures contract on a stock (bond) group that includes an Exchange listed or traded stock (bond), and

(e) Any option on any such futures contract.

.23 Internal Controls.—Pursuant to paragraphs (a) and (b) of this Rule, members and member organizations
must develop and maintain adequate controls over each of its business activities. Such controls must provide
for the establishment of procedures for independent verification and testing of those business activities. An
ongoing analysis, based upon appropriate criteria, may be employed to assess and prioritize those business
activities requiring independent verification and testing. A review of each member's or member organization's
efforts with respect to internal controls, including a summary of tests conducted and significant exceptions
identified, must be included in the Annual Report required by .30 of this Rule.

The independent verification and testing procedures shall not apply to members and member organizations
that do not conduct a public business, or that have a capital requirement of $5,000 or less, or that employ 10
or fewer registered representatives.

(See also Rule 401(b) - Equities)

.24 Annual Branch Office Inspection

(A) Each member organization business location designated as a branch office pursuant to Rule 342.10 -
Equities must be inspected no less often than once each calendar year unless:

(1) it has been demonstrated to the satisfaction of the Exchange that because of proximity, special reporting
or supervisory practice, other arrangements may satisfy the Rule's requirements for a particular branch office;
or

(2) based upon the written policies and procedures of such member organization providing for a systematic
risk-based surveillance system, the member organization submits a proposal to the Exchange and receives,
in writing, an exemption from this requirement pursuant to Rule 342.25 - Equities.

(B) Every branch office, without exception, must be inspected at least once every three calendar-years. All
required inspections must be conducted by a person who is independent of the direct supervision and control
of the branch office in question (i.e., not the Branch Office Manager, or any person who directly or indirectly
reports to such Manager, or any person to whom such Manager directly reports). Written reports reflecting the
results of such inspections are to be maintained at the member organization for the longer of three years or
until the next branch inspection.

.25 Risk-Based Surveillance and Branch Office Identification

(A) Any member organization seeking an exemption, pursuant to Rule 342.24(A)(2) - Equities, from the
annual branch office inspection requirement must submit to the Exchange written policies and procedures for
systematic risk-based surveillance of its branch offices. Such policies and procedures should reflect, among
other factors, the member organization's business model, and product mix. Such policies and procedures
must also, at a minimum, provide for:

(1) The inspection of branches where developments during the year require a reconsideration of such
branch's exemption;
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(2) A requirement that no less than half of the branch offices inspected each year on a cycle basis be done on
an unannounced basis; and

(3) A system to enable employees to report compliance issues on a confidential basis outside of the branch
office chain of command.

(B) For purposes of paragraph (A) the risk-based factors to be considered should include, but not necessarily
be limited to, the following:

(1) Number of registered representatives;

(2) A significant increase in the number of registered representatives;

(3) Number of customers and volume of transactions;

(4) A significant increase in branch office revenues;

(5) Incidence of concentrated securities positions in customers' accounts;

(6) Aggregate customer assets held;

(7) Nature of the business conducted and the sales practice risk to investors associated with the products
sold, and product mix (e.g., options, equities, mutual funds, annuities, etc.);

(8) Numbers of accounts serviced on a discretionary basis;

(9) Compliance and regulatory history of the branch, including:

(a) Registered representatives subject to special supervision by the member organization, self-regulatory
authorities, state regulatory authorities or the Securities and Exchange Commission in years other than the
previous or current year;

(b) Complaints, arbitrations, internal discipline, or prior inspection findings; and

(c) Persons subject to recent disciplinary actions by self-regulatory authorities, state regulatory authorities or
the Securities and Exchange Commission.

(10) Operational factors, such as the number of errors and account designation changes per registered
representative;

(11) Incidence of accommodation mailing addresses (e.g., post office boxes and ‘care of’ accounts);

(12) Whether the branch office permits checks to be picked up by customers or hand delivery of checks to
customers;

(13) Experience, function (producing or non-producing) and compensation structure of branch office manager;

(14) Branch offices recently opened or acquired; and

(15) Changes in branch location, status or management personnel.

(C) Notwithstanding any policies or procedures implemented pursuant to this rule, branch offices that meet
any of the following criteria must be inspected no less often than once each calendar year:

(1) Offices with one or more registered representatives subject to special supervision as required by a self-
regulatory authority or state regulatory authority during the current or immediately preceding year;

(2) Offices with 25 or more registered individuals;

(3) Offices in the top 20% of production or customer assets for the member organization;

(4) Any branch office not inspected within the previous two calendar years; and

(5) Any branch office designated as exercising supervision over another branch office.

.26 Criteria for Inspection Programs
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(A) An annual branch office inspection program must include, but is not limited to, testing and independent
verification of internal controls related to the following areas:

(1) Safeguarding of customer funds and securities;

(2) Maintaining books and records;

(3) Supervision of customer accounts serviced by Branch Office Managers;

(4) Transmittal of funds between customers and registered representatives and between customers and third
parties;

(5) Validation of customer address changes; and

(6) Validation of changes in customer account information.

.30 Annual Report and Certification.— By April 1 of each year, each member not associated with a member
organization and each member organization shall submit to the Exchange a report on the member or member
organization's supervision and compliance effort during the preceding year and on the adequacy of the
member or member organization's ongoing compliance processes and procedures. The report shall include:

(a) A tabulation of the reports pertaining to customer complaints and internal investigations made to the
Exchange during the preceding year pursuant to Rules 351(e)(ii) - Equities and 4530(d) - Equities.

(b) Identification and analysis of significant compliance problems, plans for future systems or procedures to
prevent and detect violations and problems, and an assessment of the preceding year's efforts of this nature,
and

(c) Discussion of the preceding year's compliance efforts, new procedures, educational programs, etc. in each
of the following areas (if any of these areas do not apply to the member or member organization, the report
should so state):

(i) Antifraud and trading practices,

(ii) Investment banking activities,

(iii) Sales practices,

(iv) Books and records,

(v) Finance and operations,

(vi) Supervision,

(vii) Internal Controls, and

(viii) Anti-money laundering.

(d) Reserved.

(e) Reserved.]

*****

Rule 345 - Equities. Employees—Registration, Approval, Records

*****

• • • Supplementary Material:

Registration of Employees

.10 Employees required to be registered or approved.—See definitions of “branch office manager” and
“registered representative” contained in Rules 9 - Equities and 10 - Equities and Rule [342] 3110 - Equities for
qualification requirements for supervisors.

*****
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.11 Investigation and Records

(a) Members and member organizations shall thoroughly investigate the previous record of persons whom
they contemplate employing including, (1) persons required to be registered with the Exchange, (2) persons
who regularly handle or process securities or monies or maintain the books and records relating to securities
or monies and (3) persons having direct supervisory responsibility over persons engaged in the activities
referred to in (1) and (2) above who are not otherwise required to be registered.

*****

Investigatory requirements pertaining to persons specified in (a)(2) and (3) above shall be satisfied if
a member or member organization verifies the information obtained pursuant to paragraph (c) below.
Notwithstanding the above, further inquiry shall be made where appropriate in light of background information
developed, the position for which the person is being considered or other circumstances. Investigation and
verification shall be done by a member or person designated under the provisions of Rule [342(b)(1)] 3110(a)
- Equities.

*****

Rule 351 - Equities. Reporting Requirements

(a) Reserved.

(b) Reserved.

(c) Reserved.

(d) Reserved.

(e) Reserved. [Each member not associated with a member organization and a principal executive of each
member organization shall take one or both of the following two actions in relation to the trades that are
subject to the review procedures required by Rule 342.21(a) - Equities:

(i) Sign a written statement in the form specified below and deliver it to the Exchange by the 15th day of the
month following the calendar quarter in which the trade occurred, and

(ii) As to any such trade that is the subject of an internal investigation pursuant to Rule 342.21(b) - Equities,
but has not been both resolved and included in the written statement made pursuant to subparagraph (i)
above, report in writing to the Exchange:

(A) The commencement of the internal investigation, the identity of the trade and the reason why the trade
could not be the subject of a written statement made pursuant to subparagraph (i) above (report by the 15th
day of the month, following the calendar quarter in which the trade occurred).

(B) The quarterly progress of each open investigation (report by the 15th day of the month following the
quarter).

(C) The completion of the investigation, detailing the methodology and results of the investigation, any
internal disciplinary action taken, and any referral of the matter to the Exchange, another self-regulatory
organization, the Securities and Exchange Commission or another Federal agency; and including, where no
internal disciplinary action has been taken and no such referral has been made, a written statement in relation
to the trade in the form specified below (report within one week after completion of the investigation).

The statement that subparagraph (i) requires shall read substantially as follows:

(1) [I/NAME OF MEMBER ORGANIZATION] [have/has] established procedures for reviewing the facts and
circumstances surrounding trades in Exchange listed or traded securities and related financial instruments
for [my/the] account [of NAME OF MEMBER ORGANIZATION] (‘Proprietary Trades’) and for the accounts
of [my/its] [members, allied members and] employees and their family members, including trades reported
by other members or member organizations pursuant to Rule 407 - Equities, (‘Employee Trades’), which
procedures [I/NAME OF MEMBER ORGANIZATION] [have/has] determined to be reasonably designed to
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identify trades that may violate the provisions of the Securities Exchange Act of 1934, the rules under that act
or the rules of the Exchange prohibiting insider trading and manipulative and deceptive devices,

(2) I, my designees or the senior supervisors responsible for particular activities have carried out those
procedures in relation to Proprietary Trades and Employee Trades effected during the [ORDINAL NUMBER]
quarter of [YEAR], and

(3) Based upon my assessment of the adequacy of those procedures and of the diligence of those carrying
out those procedures, and except as to those Proprietary Trades and Employee Trades that I have reported
to the Exchange pursuant to Rule 351(e)(ii) - Equities as the subject of internal investigation, I have no
reasonable cause to believe that: (a) any one or more of the Proprietary Trades effected during the period
referred to in clause (2) above, or (b) any one or more of the Employee Trades both effected during that
period and reviewed under those procedures violated the provisions of the Securities Exchange Act of 1934,
the rules under the act or the rules of the Exchange prohibiting insider trading and manipulative and deceptive
devices.

When a statement pertains to one or more trades that have been the subject of an internal investigation
pursuant to Rule 342.21(b) - Equities but as to which no internal disciplinary action has been taken and no
referral of the matter to the Exchange, to another self-regulatory organization or to a Federal agency has
been made, the statement that subparagraph (ii) (C) requires shall be as above, except that it shall refer to
the particular trade(s) (rather than to the trades of a particular calendar quarter) and shall omit the clause
excepting trades reported as the subject of an investigation.]

(f) No change.

• • • Supplementary Material:

No change.

*****

Rule 354 - Equities. Reserved. [Reports to Control Persons

(a) By April 1 of each year, each member organization shall submit a copy of the report that Rule 342.30 -
Equities requires the member organization to prepare to its one or more control persons or, if the member
organization has no control person, to the audit committee of its Board of Directors or its equivalent
committee or group. In the case of a control person that is an organization (a “controlling organization”), the
member organization shall submit the report to the general counsel of the controlling organization and to the
audit committee of the controlling organization's Board of Directors or its equivalent committee or group.

(b) For the purpose of paragraph (a), “control person” means a person who controls the member organization
within the meaning of Rule 2 - Equities otherwise than solely by virtue of being a director, general partner
or principal executive (or person occupying a similar status or performing similar functions) of the member
organization.]

*****

Rule 401 - Equities. Reserved. [Business Conduct

(a) Reserved.

(b) Each member and member organization shall maintain written policies and procedures, administered
pursuant to the internal control requirements prescribed under Rule 342.23 - Equities, specifically with respect
to the following activities:

(1) Transmittals of funds (e.g., wires, checks, etc.) or securities:

(i) from customer accounts to third party accounts (i.e., a transmittal that would result in a change of beneficial
ownership.);
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(ii) from customer accounts to outside entities (e.g., banks, investment companies, etc.);

(iii) from customer accounts to locations other than a customer's primary residence (e.g., post office box, “in
care of” accounts, alternate address, etc.);

(iv) between customers and registered representatives (including the hand-delivery of checks).

(2) Customer changes of address.

(3) Customer changes of investment objectives.

The policies and procedures required under (b)(1), (2), and (3) above must include a means/method of
customer confirmation, notification, or follow-up that can be documented.]

Rule 401A - Equities. Reserved. [Customer Complaints

(a) For every customer complaint they receive that is subject to the reporting requirements of Rule 4530(d) -
Equities, members and member organizations must:

(1) Acknowledge receipt of the complaint within 15 business days of receiving it, and

(2) Respond to the issues raised in the complaint within a reasonable period of time.

(b) Each acknowledgement and response required by this rule must be conveyed to the complaining
customer by appropriate method:

(1) Acknowledgements and responses to written complaints must be either:

(i) In writing, mailed to the complaining customer's last known address, or

(ii) Electronically transmitted to the e-mail address from which the complaint was sent (method only
permissible for electronically transmitted complaints).

(2) Acknowledgements and responses to verbal complaints must be either:

(i) In writing, mailed to the complaining customer's last known address, or

(ii) Made verbally to the complaining customer, and recorded in a log of verbal acknowledgements and
responses to customer complaints.

(c) Written records of the acknowledgements, responses, and logs required by this rule must be retained in
accordance with Rule 440 - Equities (“Books and Records”).]

*****

Rule 405 - Equities. Diligence as to Accounts

Every member organization is required through a principal executive or a person or persons designated under
the provisions of Rule [342(b)(1)] 3110(a) - Equities to

(1)-(2) No change.

Approval of Accounts

(3) Specifically approve the opening of an account prior to or promptly after the completion of any transaction
for the account of or with a customer, provided, however, that in the case of branch offices, the opening of
an account for a customer may be approved by the manager of such branch office but the action of such
branch office manager shall within a reasonable time be approved by a principal executive or a person
or persons designated under the provisions of Rule [342(b)(1)] 3110(a) - Equities. The member, principal
executive or other designated person approving the opening of the account shall, prior to giving his approval,
be personally informed as to the essential facts relative to the customer and to the nature of the proposed
account and shall indicate his approval in writing on a document which is a part of the permanent records of
his office or organization.
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*****

Rule 407 - Equities. Transactions - Employees of Members, Member Organizations and the
Exchange

(a) No change.

(b) No member (associated with a member or member organization) or employee associated with a member
or member organization shall establish or maintain any securities or commodities account or enter into any
securities transaction with respect to which such person has any financial interest or the power, directly or
indirectly, to make investment decisions, at another member or member organization, or a domestic or foreign
non-member broker-dealer, investment adviser, bank, other financial institution, or otherwise without the prior
written consent of another person designated by the member or member organization under Rule [342(b)(1)]
3110(a) - Equities to sign such consents and review such accounts.

Persons having accounts or transactions referred to above shall arrange for duplicate confirmations and
statements (or their equivalents) relating to the foregoing to be sent to another person designated by the
member or member organization under Rule [342(b)(1)] 3110(a) - Equities to review such accounts and
transactions. All such accounts and transactions periodically shall be reviewed by the member or member
organization employer [(see also Rule 342.21 - Equities)].

*****

Rule 408 - Equities. Discretionary Power in Customers' Accounts

(a) No change.

(b) No member or employee of a member organization shall exercise any discretionary power in any
customer's account, without first notifying and obtaining the approval of another person delegated under
Rule [342(b)(1)] 3110(a) - Equities with authority to approve the handling of such accounts. Every order
entered on a discretionary basis by a member or employee of a member organization must be identified as
discretionary on the order at the time of entry. Such discretionary accounts shall receive frequent appropriate
supervisory review by a person delegated such responsibility under Rule [342(b)(1)] 3110(a) - Equities, who
is not exercising the discretionary authority. A written statement of the supervisory procedures governing such
accounts must be maintained.

*****

Rule 410 - Equities. Records of Orders

(a) Every member or member organization must preserve for at least three years, the first two years in an
easily accessible place, a record of:

(1)-(2) No change.

(3) the time of the entry of every cancellation of an order covered by (1) and (2) above.

Changes In Account Name or Designation

Before any order covered by (1) or (2) above is executed, there must be placed upon the order slip or other
similar record of the member or member organization the name or designation of the account for which
such order is to be executed. No change in such account name (including related accounts) or designation
(including error accounts) shall be made unless the change has been authorized by a member, principal
executive or a person or persons designated under the provisions of Rule [342(b)(1)] 3110(a) - Equities. Such
person must, prior to giving his or her approval of the account designation change, be personally informed
of the essential facts relative thereto and indicate his or her approval of such change in writing on the order
or other similar record of the member or member organization. The essential facts relied upon by the person
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approving the change must be documented in writing and maintained with the order or other similar record for
at least three years, the first two in an easily accessible place as that term is used in Securities Exchange Act
Rule 17a-4.

*****

• • • Supplementary Material

.10 For purposes of this Rule, a person designated under the provisions of Rule [342(b)(1)] 3110(a) - Equities
to approve account name or designation changes must pass an examination acceptable to the Exchange.

*****

Rule 416A - Equities. Member And Member Organization Profile Information Updates And
Quarterly Certifications Via The Electronic Filing Platform

(a)-(b) No change.

(c) Each member and member organization shall designate to the Exchange an appropriate senior officer
as referenced in Rule [351(e)] 3110(a) - Equities, or his or her designee, as its membership profile contact
person.

*****

Rule 472 - Equities. Communications With The Public

(a)-(k)(4)(ii) No change.

(iii) Subject to paragraph (k)(4)(iv) of this Rule, a supervisory analyst, qualified under Rule 344 - Equities, or
a qualified person, designated pursuant to Rule [342(b)(1)] 3110(a) - Equities, must approve by signature
or initial all third-party research reports distributed by a member organization. The approval of third-party
research shall be based on a review by the designated supervisory analyst or qualified person to determine
that the content of the research report, pursuant to Rule 472(i) - Equities, contains no untrue statement of
material fact or is otherwise not false or misleading. For the purposes of paragraph (k)(4) of this Rule only,
a member organization's obligation to review a third-party research report pursuant to Rule 472(i) - Equities
extends to any untrue statement of material fact or any false or misleading information that:

*****

Rule 2210 - Equities. Communications with the Public

(a) No change.

(b) Approval, Review and Recordkeeping

(1) Retail Communications

(A)-(C) No change.

(D) The requirements of paragraph (b)(1)(A) shall not apply with regard to the following retail
communications, provided that the member organization supervises and reviews such communications in
the same manner as required for supervising and reviewing correspondence pursuant to Rule [342] 3110 -
Equities:

*****

(F) Notwithstanding any other provision of this Rule, an appropriately qualified principal must approve a
communication prior to a member organization filing the communication with the Department.

(2) Correspondence

All correspondence is subject to the supervision and review requirements of Rule [342] 3110 - Equities.
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*****

Rule 3110 - Equities. Supervision

(a) Supervisory System

Each member organization shall establish and maintain a system to supervise the activities of each
associated person that is reasonably designed to achieve compliance with applicable securities laws
and regulations, and with applicable Exchange rules. Final responsibility for proper supervision shall
rest with the member organization. A member organization's supervisory system shall provide, at a
minimum, for the following:

(1) The establishment and maintenance of written procedures as required by this Rule.

(2) The designation, where applicable, of an appropriately registered principal(s) with authority to
carry out the supervisory responsibilities of the member organization for each type of business in
which it engages for which registration as a broker-dealer is required.

(3) The registration and designation as a branch office or an office of supervisory jurisdiction
(OSJ) of each location, including the main office, that meets the definitions contained in
paragraph (e) of this Rule.

(4) The designation of one or more appropriately registered principals in each OSJ and one
or more appropriately registered representatives or principals in each non-OSJ branch office
with authority to carry out the supervisory responsibilities assigned to that office by the member
organization.

(5) The assignment of each registered person to an appropriately registered representative(s) or
principal(s) who shall be responsible for supervising that person's activities.

(6) The use of reasonable efforts to determine that all supervisory personnel are qualified, either
by virtue of experience or training, to carry out their assigned responsibilities.

(7) The participation of each registered representative and registered principal, either individually
or collectively, no less than annually, in an interview or meeting conducted by persons
designated by the member organization at which compliance matters relevant to the activities
of the representative(s) and principal(s) are discussed. Such interview or meeting may occur in
conjunction with the discussion of other matters and may be conducted at a central or regional
location or at the representative's(’) or principal's(’) place of business.

(b) Written Procedures

(1) General Requirements

Each member organization shall establish, maintain, and enforce written procedures to supervise
the types of business in which it engages and the activities of its associated persons that are
reasonably designed to achieve compliance with applicable securities laws and regulations, and
with applicable Exchange rules.

(2) Review of Member Organization's Investment Banking and Securities Business

The supervisory procedures required by this paragraph (b) shall include procedures for
the review by a registered principal, evidenced in writing, of all transactions relating to the
investment banking or securities business of the member organization.

(3) Reserved.

(4) Review of Correspondence and Internal Communications

The supervisory procedures required by this paragraph (b) shall include procedures for the
review of incoming and outgoing written (including electronic) correspondence and internal
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communications relating to the member organization's investment banking or securities
business. The supervisory procedures must be appropriate for the member organization's
business, size, structure, and customers. The supervisory procedures must require the member
organization's review of:

(A) incoming and outgoing written (including electronic) correspondence to properly
identify and handle in accordance with firm procedures, customer complaints, instructions,
funds and securities, and communications that are of a subject matter that require review
under Exchange rules and federal securities laws.

(B) internal communications to properly identify those communications that are of a
subject matter that require review under Exchange rules and federal securities laws.

Reviews of correspondence and internal communications must be conducted by a registered
principal and must be evidenced in writing, either electronically or on paper.

(5) Review of Customer Complaints

The supervisory procedures required by this paragraph (b) shall include procedures to capture,
acknowledge, and respond to all written (including electronic) customer complaints.

(6) Documentation and Supervision of Supervisory Personnel

The supervisory procedures required by this paragraph (b) shall set forth the supervisory system
established by the member organization pursuant to paragraph (a) above, and shall include:

(A) the titles, registration status, and locations of the required supervisory personnel and
the responsibilities of each supervisory person as these relate to the types of business
engaged in, applicable securities laws and regulations, and Exchange rules.

(B) a record, preserved by the member organization for a period of not less than three
years, the first two years in an easily accessible place, of the names of all persons who
are designated as supervisory personnel and the dates for which such designation is or
was effective.

(C) procedures prohibiting associated persons who perform a supervisory function from:

(i) supervising their own activities; and

(ii) reporting to, or having their compensation or continued employment determined
by, a person or persons they are supervising.

a. If a member organization determines, with respect to any of its supervisory
personnel, that compliance with subparagraph (i) or (ii) above is not possible
because of the member organization's size or a supervisory personnel's
position within the firm, the member organization must document:

1. the factors the member organization used to reach such
determination; and

2. how the supervisory arrangement with respect to such supervisory
personnel otherwise complies with paragraph (a) of this Rule.

(D) procedures reasonably designed to prevent the supervisory system required pursuant
to paragraph (a) of this Rule from being compromised due to the conflicts of interest
that may be present with respect to the associated person being supervised, including
the position of such person, the revenue such person generates for the firm, or any
compensation that the associated person conducting the supervision may derive from the
associated person being supervised.
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(7) Maintenance of Written Supervisory Procedures

A copy of a member organization's written supervisory procedures, or the relevant portions
thereof, shall be kept and maintained in each OSJ and at each location where supervisory
activities are conducted on behalf of the member organization. Each member organization shall
promptly amend its written supervisory procedures to reflect changes in applicable securities
laws or regulations, including Exchange rules, and as changes occur in its supervisory system.
Each member organization is responsible for promptly communicating its written supervisory
procedures and amendments to all associated persons to whom such written supervisory
procedures and amendments are relevant based on their activities and responsibilities.

(c) Internal Inspections

(1) Each member organization shall conduct a review, at least annually (on a calendar-year
basis), of the businesses in which it engages. The review shall be reasonably designed to assist
the member organization in detecting and preventing violations of, and achieving compliance
with, applicable securities laws and regulations, and with applicable Exchange rules. Each
member organization shall review the activities of each office, which shall include the periodic
examination of customer accounts to detect and prevent irregularities or abuses. Each member
organization shall also retain a written record of the date upon which each review and inspection
is conducted.

(A) Each member organization shall inspect at least annually (on a calendar-year basis)
every OSJ and any branch office that supervises one or more non-branch locations.

(B) Each member organization shall inspect at least every three years every branch office
that does not supervise one or more non-branch locations. In establishing how often
to inspect each non-supervisory branch office, the member organization shall consider
whether the nature and complexity of the securities activities for which the location is
responsible, the volume of business done at the location, and the number of associated
persons assigned to the location require the non-supervisory branch office to be inspected
more frequently than every three years. If a member organization establishes a more
frequent inspection cycle, the member organization must ensure that at least every three
years, the inspection requirements enumerated in paragraph (c)(2) have been met. The
member organization's written supervisory and inspection procedures shall set forth
the non-supervisory branch office examination cycle, an explanation of the factors the
member organization used in determining the frequency of the examinations in the cycle,
and the manner in which a member organization will comply with paragraph (c)(2) if using
more frequent inspections than every three years.

(C) Each member organization shall inspect on a regular periodic schedule every non-
branch location. In establishing such schedule, the member organization shall consider
the nature and complexity of the securities activities for which the location is responsible
and the nature and extent of contact with customers. The member organization's written
supervisory and inspection procedures shall set forth the schedule and an explanation
regarding how the member organization determined the frequency of the examination.

(2) An inspection and review by a member organization pursuant to paragraph (c)(1) must be
reduced to a written report and kept on file by the member organization for a minimum of three
years, unless the inspection is being conducted pursuant to paragraph (c)(1)(C) and the regular
periodic schedule is longer than a three-year cycle, in which case the report must be kept on file
at least until the next inspection report has been written.

(A) If applicable to the location being inspected, that location's written inspection report
must include, without limitation, the testing and verification of the member organization's
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policies and procedures, including supervisory policies and procedures in the following
areas:

(i) safeguarding of customer funds and securities;

(ii) maintaining books and records;

(iii) supervision of supervisory personnel;

(iv) transmittals of funds (e.g., wires or checks, etc.) or securities from customers
to third party accounts; from customer accounts to outside entities (e.g., banks,
investment companies, etc.); from customer accounts to locations other than a
customer's primary residence (e.g., post office box, “in care of” accounts, alternate
address, etc.); and between customers and registered representatives, including
the hand-delivery of checks; and

(v) changes of customer account information, including address and investment
objectives changes and validation of such changes.

(B) The policies and procedures required by paragraph (c)(2)(A)(iv) must include
a means or method of customer confirmation, notification, or follow-up that can be
documented. Member organizations may use reasonable risk-based criteria to determine
the authenticity of the transmittal instructions.

(C) The policies and procedures required by paragraph (c)(2)(A)(v) must include, for each
change processed, a means or method of customer confirmation, notification, or follow-
up that can be documented and that complies with SEA Rules 17a-3(a)(17)(i)(B)(2) and
17a-3(a)(17)(i)(B)(3).

(D) If a member organization does not engage in all of the activities enumerated in
paragraphs (c)(2)(A)(i) through (c)(2)(A)(v) at the location being inspected, the member
organization must identify those activities in the member organization's written supervisory
procedures or the location's written inspection report and document in the member
organization's written supervisory procedures or the location's written inspection report
that supervisory policies and procedures for such activities must be in place at that
location before the member organization can engage in them.

(3) For each inspection conducted pursuant to paragraph (c), a member organization must:

(A) have procedures reasonably designed to prevent the effectiveness of the inspections
required pursuant to paragraph (c)(1) of this Rule from being compromised due to the
conflicts of interest that may be present with respect to the location being inspected,
including but not limited to, economic, commercial, or financial interests in the associated
persons and businesses being inspected; and

(B) ensure that the person conducting an inspection pursuant to paragraph (c)(1) is not an
associated person assigned to the location or is not directly or indirectly supervised by, or
otherwise reporting to, an associated person assigned to the location.

(C) If a member organization determines that compliance with paragraph (c)(3)(B) is
not possible either because of a member organization's size or its business model, the
member organization must document in the inspection report both the factors the member
organization used to make its determination and how the inspection otherwise complies
with paragraph (c)(1).

(d) Transaction Review and Investigation

(1) Each member organization shall include in its supervisory procedures a process for the
review of securities transactions reasonably designed to identify trades that may violate the
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provisions of the Exchange Act, the rules thereunder, or Exchange rules prohibiting insider
trading and manipulative and deceptive devices that are effected for the:

(A) accounts of the member organization;

(B) accounts introduced or carried by the member organization in which a person
associated with the member organization has a beneficial interest or the authority to make
investment decisions;

(C) accounts of a person associated with the member organization that are disclosed
to the member organization pursuant to Rule 407 – Equities or NASD Rule 3050, as
applicable; and

(D) covered accounts.

(2) Each member organization must conduct promptly an internal investigation into any such
trade to determine whether a violation of those laws or rules has occurred.

(3) A member organization engaging in investment banking services must file with the Exchange,
written reports, signed by a senior officer of the member organization, at such times and, without
limitation, including such content, as follows:

(A) within ten business days of the end of each calendar quarter, a written report
describing each internal investigation initiated in the previous calendar quarter pursuant to
paragraph (d)(2), including the identity of the member organization, the date each internal
investigation commenced, the status of each open internal investigation, the resolution of
any internal investigation reached during the previous calendar quarter, and, with respect
to each internal investigation, the identity of the security, trades, accounts, associated
persons of the member organization, or associated person of the member organization's
family members holding a covered account, under review, and that includes a copy of the
member organization's policies and procedures required by paragraph (d)(1).

(B) within five business days of completion of an internal investigation pursuant to
paragraph (d)(2) in which it was determined that a violation of the provisions of the
Exchange Act, the rules thereunder, or Exchange rules prohibiting insider trading and
manipulative and deceptive devices had occurred, a written report detailing the completion
of the investigation, including the results of the investigation, any internal disciplinary
action taken, and any referral of the matter to the Exchange, another self-regulatory
organization, the SEC, or any other federal, state, or international regulatory authority.

(4) Definitions

For purposes of this Rule:

(A) The term “covered account” shall include any account introduced or carried by the
member organization that is held by:

(i) the spouse of a person associated with the member organization;

(ii) a child of the person associated with the member organization or such person's
spouse, provided that the child resides in the same household as or is financially
dependent upon the person associated with the member organization;

(iii) any other related individual over whose account the person associated with the
member organization has control; or

(iv) any other individual over whose account the associated person of the member
organization has control and to whose financial support such person materially
contributes.
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(B) The term “investment banking services” shall include, without limitation, acting as an
underwriter, participating in a selling group in an offering for the issuer, or otherwise acting
in furtherance of a public offering of the issuer; acting as a financial adviser in a merger
or acquisition; providing venture capital or equity lines of credit or serving as placement
agent for the issuer or otherwise acting in furtherance of a private offering of the issuer.

(e) Definitions

(1) “Office of Supervisory Jurisdiction” means any office of a member organization at which any
one or more of the following functions take place:

(A) order execution or market making;

(B) structuring of public offerings or private placements;

(C) maintaining custody of customers' funds or securities;

(D) final acceptance (approval) of new accounts on behalf of the member organization;

(E) review and endorsement of customer orders, pursuant to paragraph (b)(2) above;

(F) final approval of retail communications for use by persons associated with the member
organization, pursuant to Rule 2210(b)(1) - Equities, except for an office that solely
conducts final approval of research reports; or

(G) responsibility for supervising the activities of persons associated with the member
organization at one or more other branch offices of the member organization.

(2)(A) A “branch office” is any location where one or more associated persons of a member
organization regularly conducts the business of effecting any transactions in, or inducing or
attempting to induce the purchase or sale of, any security, or is held out as such, excluding:

(i) Any location that is established solely for customer service or back office type
functions where no sales activities are conducted and that is not held out to the
public as a branch office;

(ii) Any location that is the associated person's primary residence; provided that

a. Only one associated person, or multiple associated persons who reside
at that location and are members of the same immediate family, conduct
business at the location;

b. The location is not held out to the public as an office and the associated
person does not meet with customers at the location;

c. Neither customer funds nor securities are handled at that location;

d. The associated person is assigned to a designated branch office, and such
designated branch office is reflected on all business cards, stationery, retail
communications and other communications to the public by such associated
person;

e. The associated person's correspondence and communications with the
public are subject to the firm's supervision in accordance with this Rule;

f. Electronic communications (e.g., e-mail) are made through the member
organization's electronic system;

g. All orders are entered through the designated branch office or an electronic
system established by the member organization that is reviewable at the
branch office;
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h. Written supervisory procedures pertaining to supervision of sales activities
conducted at the residence are maintained by the member organization; and

i. A list of the residence locations is maintained by the member organization;

(iii) Any location, other than a primary residence, that is used for securities business
for less than 30 business days in any one calendar year, provided the member
organization complies with the provisions of subparagraphs (2)(A)(ii)a. through h.
above;

(iv) Any office of convenience, where associated persons occasionally and
exclusively by appointment meet with customers, which is not held out to the public
as an office;*

(v) Any location that is used primarily to engage in non-securities activities and from
which the associated person(s) effects no more than 25 securities transactions in
any one calendar year; provided that any retail communication identifying such
location also sets forth the address and telephone number of the location from
which the associated person(s) conducting business at the non-branch locations
are directly supervised;

(vi) The Floor of a registered national securities exchange where a member
organization conducts a direct access business with public customers; or

(vii) A temporary location established in response to the implementation of a
business continuity plan.

(B) Notwithstanding the exclusions in subparagraph (2)(A), any location that is responsible
for supervising the activities of persons associated with the member organization at one
or more non-branch locations of the member organization is considered to be a branch
office.

(C) The term “business day” as used in paragraph (e)(2)(A) of this Rule shall not include
any partial business day provided that the associated person spends at least four hours
on such business day at his or her designated branch office during the hours that such
office is normally open for business.

• • • Supplementary Material:

.01 Registration of Main Office. A member organization's main office location is required to be registered
and designated as a branch office or OSJ if it meets the definitions of a “branch office” or “office of
supervisory jurisdiction” as set forth in Rule 3110(e) - Equities. In general, the nature of activities conducted at
a main office will satisfy the requirements of such terms.

.02 Designation of Additional OSJs. In addition to the locations that meet the definition of OSJ in Rule
3110(e) - Equities, each member organization shall also register and designate other offices as OSJs
as is necessary to supervise its associated persons in accordance with the standards set forth in Rule
3110 - Equities. In making a determination as to whether to designate a location as an OSJ, the member
organization should consider the following factors:

(a) whether registered persons at the location engage in retail sales or other activities involving regular
contact with public customers;

(b) whether a substantial number of registered persons conduct securities activities at, or are otherwise
supervised from, such location;

(c) whether the location is geographically distant from another OSJ of the firm;

(d) whether the member organization's registered persons are geographically dispersed; and
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(e) whether the securities activities at such location are diverse or complex.

.03 Supervision of Multiple OSJs by a Single Principal. Rule 3110(a)(4) - Equities requires a member
organization to designate one or more appropriately registered principals in each OSJ with the authority
to carry out the supervisory responsibilities assigned to that office (“on-site principal”). The designated on-
site principal for each OSJ must have a physical presence, on a regular and routine basis, at each OSJ for
which the principal has supervisory responsibilities. Consequently, there is a general presumption that a
principal will not be designated and assigned to be the on-site principal pursuant to Rule 3110(a)(4) - Equities
to supervise more than one OSJ. If a member organization determines it is necessary to designate and
assign one appropriately registered principal to be the on-site principal pursuant to Rule 3110(a)(4) - Equities
to supervise two or more OSJs, the member organization must take into consideration, among others, the
following factors:

(a) whether the on-site principal is qualified by virtue of experience and training to supervise the
activities and associated persons in each location;

(b) whether the on-site principal has the capacity and time to supervise the activities and associated
persons in each location;

(c) whether the on-site principal is a producing registered representative;

(d) whether the OSJ locations are in sufficiently close proximity to ensure that the on-site principal is
physically present at each location on a regular and routine basis; and

(e) the nature of activities at each location, including size and number of associated persons, scope of
business activities, nature and complexity of products and services offered, volume of business done,
the disciplinary history of persons assigned to such locations, and any other indicators of irregularities
or misconduct.

The member organization must establish, maintain, and enforce written supervisory procedures
regarding the supervision of all OSJs. In all cases where a member organization designates and
assigns one on-site principal to supervise more than one OSJ, the member organization must
document in the member organization's written supervisory and inspection procedures the factors used
to determine why the member organization considers such supervisory structure to be reasonable and
the determination by the member organization will be subject to scrutiny.

.04 Annual Compliance Meeting. A member organization is not required to conduct in-person meetings
with each registered person or group of registered persons to comply with the annual compliance meeting (or
interview) required by Rule 3110(a)(7) - Equities. A member organization that chooses to conduct compliance
meetings using other methods (e.g., on-demand webcast or course, video conference, interactive classroom
setting, telephone, or other electronic means) must ensure, at a minimum, that each registered person
attends the entire meeting (e.g., an on-demand annual compliance webcast would require each registered
person to use a unique user ID and password to gain access and use a technology platform to track the time
spent on the webcast, provide click-as-you go confirmation, and have an attestation of completion at the end
of a webcast) and is able to ask questions regarding the presentation and receive answers in a timely fashion
(e.g., an on-demand annual compliance webcast that allows registered persons to ask questions via an email
to a presenter or a centralized address or via a telephone hotline and receive timely responses directly or
view such responses on the member organization's intranet site).

.05 Risk-based Review of Member Organization's Investment Banking and Securities Business.
A member organization may use a risk-based review system to comply with Rule 3110(b)(2) - Equities'
requirement that a registered principal review all transactions relating to the investment banking or securities
business of the member organization. A member organization is not required to conduct detailed reviews
of each transaction if a member organization is using a reasonably designed risk-based review system that
provides a member organization with sufficient information that permits the member organization to focus on
the areas that pose the greatest numbers and risks of violation.
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.06 Risk-based Review of Correspondence and Internal Communications. By employing risk-based
principles, a member organization must decide the extent to which additional policies and procedures for the
review of:

(a) incoming and outgoing written (including electronic) correspondence that fall outside of the
subject matters listed in Rule 3110(b)(4) - Equities are necessary for its business and structure. If a
member organization's procedures do not require that all correspondence be reviewed before use or
distribution, the procedures must provide for:

(1) the education and training of associated persons regarding the firm's procedures governing
correspondence;

(2) the documentation of such education and training; and

(3) surveillance and follow-up to ensure that such procedures are implemented and followed.

(b) internal communications that are not of a subject matter that require review under Exchange rules
and federal securities laws are necessary for its business and structure.

.07 Evidence of Review of Correspondence and Internal Communications. The evidence of review
required in Rule 3110(b)(4) - Equities must be chronicled either electronically or on paper and must clearly
identify the reviewer, the internal communication or correspondence that was reviewed, the date of review,
and the actions taken by the member organization as a result of any significant regulatory issues identified
during the review. Merely opening a communication is not sufficient review.

.08 Delegation of Correspondence and Internal Communication Review Functions. In the course of
the supervision and review of correspondence and internal communications required by Rule 3110(b)(4)
- Equities, a supervisor/principal may delegate certain functions to persons who need not be registered.
However, the supervisor/principal remains ultimately responsible for the performance of all necessary
supervisory reviews, irrespective of whether he or she delegates functions related to the review. Accordingly,
supervisors/principals must take reasonable and appropriate action to ensure delegated functions are
properly executed and should evidence performance of their procedures sufficiently to demonstrate overall
supervisory control.

.09 Retention of Correspondence and Internal Communications. Each member organization shall
retain the internal communications and correspondence of associated persons relating to the member
organization's investment banking or securities business for the period of time and accessibility specified in
SEA Rule 17a-4(b). The names of the persons who prepared outgoing correspondence and who reviewed the
correspondence shall be ascertainable from the retained records, and the retained records shall be readily
available to the Exchange, upon request.

.10 Supervision of Supervisory Personnel. A member organization's determination that it is not possible to
comply with paragraphs (b)(6)(C)(i) or (b)(6)(C)(ii) of Rule 3110 - Equities prohibiting supervisory personnel
from supervising their own activities and from reporting to, or otherwise having compensation or continued
employment determined by, a person or persons they are supervising generally will arise in instances where:

(a) the member organization is a sole proprietor in a single-person firm;

(b) a registered person is the member organization's most senior executive officer (or similar position);
or

(c) a registered person is one of several of the member organization's most senior executive officers (or
similar positions).

.11 Use of Electronic Media to Communicate Written Supervisory Procedures. A member organization
may use electronic media to satisfy its obligation to communicate its written supervisory procedures, and
any amendment thereto, pursuant to Rule 3110(b)(7) - Equities, provided that: (1) the written supervisory
procedures have been promptly communicated to, and are readily accessible by, all associated persons to
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whom such supervisory procedures apply based on their activities and responsibilities through, for example,
the member organization's intranet system; (2) all amendments to the written supervisory procedures are
promptly posted to the member organization's electronic media; (3) associated persons are notified that
amendments relevant to their activities and responsibilities have been made to the written supervisory
procedures; (4) the member organization has reasonable procedures to monitor and maintain the security
of the material posted to ensure that it cannot be altered by unauthorized persons; and (5) the member
organization retains current and prior versions of its written supervisory procedures in compliance with the
applicable record retention requirements of SEA Rule 17a-4(e)(7).

.12 Standards for Reasonable Review. In fulfilling its obligations under Rule 3110(c) - Equities, each
member organization must conduct a review, at least annually, of the businesses in which it engages.
The review must be reasonably designed to assist in detecting and preventing violations of and achieving
compliance with applicable securities laws and regulations and with Exchange rules. Each member
organization shall establish and maintain supervisory procedures that must take into consideration, among
other things, the firm's size, organizational structure, scope of business activities, number and location of
the firm's offices, the nature and complexity of the products and services offered by the firm, the volume of
business done, the number of associated persons assigned to a location, the disciplinary history of registered
representatives or associated persons, and any indicators of irregularities or misconduct (i.e., “red flags”),
etc. The procedures established and reviews conducted must provide that the quality of supervision at
remote locations is sufficient to ensure compliance with applicable securities laws and regulations and
with Exchange rules. A member organization must be especially diligent in establishing procedures and
conducting reasonable reviews with respect to a non-branch location where a registered representative
engages in securities activities. Based on the factors outlined above, member organizations may need to
impose reasonably designed supervisory procedures for certain locations or may need to provide for more
frequent reviews of certain locations.

.13 General Presumption of Three-Year Limit for Periodic Inspection Schedules. Rule 3110(c)(1)(C) -
Equities requires a member organization to inspect on a regular periodic schedule every non-branch location.
In establishing a non-branch location inspection schedule, there is a general presumption that a non-branch
location will be inspected at least every three years, even in the absence of any indicators of irregularities or
misconduct (i.e., “red flags”). If a member organization establishes a longer periodic inspection schedule, the
member organization must document in its written supervisory and inspection procedures the factors used in
determining that a longer periodic inspection cycle is appropriate.

.14 Exception to Persons Prohibited from Conducting Inspections. A member organization's
determination that it is not possible to comply with Rule 3110(c)(3)(B) - Equities with respect to who is not
allowed to conduct a location's inspection will generally arise in instances where:

(a) the member organization has only one office; or

(b) the member organization has a business model where small or single-person offices report directly
to an OSJ manager who is also considered the offices' branch office manager.

.15 “Associated person.” For the purposes of this rule, the term “associated person” and “person
associated with a member organization” shall have the same meaning as the terms “person associated with a
member” or “associated person of a member” as defined in Article I (rr) of the FINRA By-Laws.

* Where such office of convenience is located on bank premises, signage necessary to comply with
applicable federal and state laws, rules and regulations and applicable rules and regulations of other self-
regulatory organizations, and securities and banking regulators may be displayed and shall not be deemed
“holding out” for purposes of this section.

Rule 3120 - Equities. Supervisory Control System
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(a) Each member organization shall designate and specifically identify to the Exchange one or more
principals who shall establish, maintain, and enforce a system of supervisory control policies and
procedures that:

(1) test and verify that the member organization's supervisory procedures are reasonably
designed with respect to the activities of the member organization and its associated persons,
to achieve compliance with applicable securities laws and regulations, and with applicable
Exchange rules; and

(2) create additional or amend supervisory procedures where the need is identified by such
testing and verification. The designated principal or principals must submit to the member
organization's senior management no less than annually, a report detailing each member
organization's system of supervisory controls, the summary of the test results and significant
identified exceptions, and any additional or amended supervisory procedures created in
response to the test results.

(b) Each report provided to senior management pursuant to paragraph (a) in the calendar year
following a calendar year in which a member organization reported $200 million or more in gross
revenue must include, to the extent applicable to the member organization's business:

(1) a tabulation of the reports pertaining to customer complaints and internal investigations made
to the Exchange during the preceding year; and

(2) discussion of the preceding year's compliance efforts, including procedures and educational
programs, in each of the following areas:

(A) trading and market activities;

(B) investment banking activities;

(C) antifraud and sales practices;

(D) finance and operations;

(E) supervision; and

(F) anti-money laundering.

(c) For purposes of paragraph (b), “gross revenue” is defined as:

(1) total revenue as reported on FOCUS Form Part II or IIA (line item 4030) less commodities
revenue (line item 3990), if applicable; or

(2) total revenue as reported on FOCUS Form Part II CSE (line item 4030) less, if applicable, (A)
commissions on commodity transactions (line item 3991); and (B) commodities gains or losses
(line items 3924 and 3904).

• • • Supplementary Material:

.01 “Associated person.” For the purposes of this rule, the term “associated person” and “person
associated with a member organization” shall have the same meaning as the terms “person associated with a
member” or “associated person of a member” as defined in Article I (rr) of the FINRA By-Laws.

*****

Rule 3150 - Equities. Holding of Customer Mail

(a) A member organization may hold mail for a customer who will not be receiving mail at his or her
usual address, provided that:

(1) the member organization receives written instructions from the customer that include the
time period during which the member organization is requested to hold the customer's mail. If
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the requested time period included in the instructions is longer than three consecutive months
(including any aggregation of time periods from prior requests), the customer's instructions must
include an acceptable reason for the request (e.g., safety or security concerns). Convenience is
not an acceptable reason for holding mail longer than three months;

(2) the member organization:

(A) informs the customer in writing of any alternate methods, such as email or access
through the member organization's website, that the customer may use to receive or
monitor account activity and information; and

(B) obtains the customer's confirmation of the receipt of such information; and

(3) the member organization verifies at reasonable intervals that the customer's instructions still
apply.

(b) During the time that a member organization is holding mail for a customer, the member organization
must be able to communicate with the customer in a timely manner to provide important account
information (e.g., privacy notices, the SIPC information disclosures required by Rule 2266 - Equities),
as necessary.

(c) A member organization holding a customer's mail pursuant to this Rule must take actions
reasonably designed to ensure that the customer's mail is not tampered with, held without the
customer's consent, or used by an associated person of the member organization in any manner that
would violate Exchange rules or the federal securities laws.

• • • Supplementary Material:

.01 “Associated person.” For the purposes of this rule, the term “associated person” and “person
associated with a member organization” shall have the same meaning as the terms “person associated with a
member” or “associated person of a member” as defined in Article I (rr) of the FINRA By-Laws.

Rule 3170 - Equities. Tape Recording of Registered Persons by Certain Firms

(a) Definitions

(1) For purposes of this Rule, the term “registered person” means any person registered with the
Exchange.

(2) For purposes of this Rule, the term “disciplined firm” means:

(A) a member organization that, in connection with sales practices involving the offer,
purchase, or sale of any security, has been expelled from membership or participation in
any securities industry self-regulatory organization or is subject to an order of the SEC
revoking its registration as a broker-dealer;

(B) a futures commission merchant or introducing broker that has been formally charged
by either the Commodity Futures Trading Commission or a registered futures association
with deceptive telemarketing practices or promotional material relating to security futures,
those charges have been resolved, and the futures commission merchant or introducing
broker has been closed down and permanently barred from the futures industry as a result
of those charges; or

(C) a futures commission merchant or introducing broker that, in connection with sales
practices involving the offer, purchase, or sale of security futures is subject to an order of
the SEC revoking its registration as a broker or dealer.

(3) For purposes of this Rule, the term “disciplinary history” means a finding of a violation by a
registered person in the past five years by the SEC, a self-regulatory organization, or a foreign
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financial regulatory authority of one or more of the following provisions (or comparable foreign
provision) or rules or regulations thereunder: violations of the types enumerated in Exchange Act
Section 15(b)(4)(E); Exchange Act Section 15(c); Securities Act Section 17(a); SEA Rules 10b-5
and 15g-1 through 15g-9; NASD Rule 2110 (Standards of Commercial Honor and Principles
of Trade) or FINRA Rule 2010 (Standards of Commercial Honor and Principles of Trade)
or Rule 2010 - Equities (Standards of Commercial Honor and Principles of Trade) or NYSE
MKT Rule 476(a)(6) (Failure to Observe High Standards of Commercial Honor and Just and
Equitable Principles of Trade) (only if the finding of a violation of NASD Rule 2110, FINRA Rule
2010, Rule 2010 - Equities or NYSE MKT Rule 476(a)(6) is for unauthorized trading, churning,
conversion, material misrepresentations or omissions to a customer, front-running, trading ahead
of research reports or excessive markups), FINRA Rule 5280 (Trading Ahead of Research
Reports), NASD Rule 2120 (Use of Manipulative, Deceptive or Other Fraudulent Devices) or
FINRA Rule 2020 (Use of Manipulative, Deceptive or Other Fraudulent Devices) or Rule 2020
- Equities (Use of Manipulative, Deceptive or Other Fraudulent Devices) or NYSE MKT Rule
476(a)(5) (effecting any transaction in, or inducing the purchase or sale of, any security by
means of any manipulative, deceptive or other fraudulent device or contrivance), NASD Rule
2310 (Recommendations to Customers (Suitability)) or FINRA Rule 2111 (Suitability) or Rule
405 - Equities (Diligence as to Accounts), NASD Rule 2330 (Customers' Securities or Funds)
or FINRA Rule 2150 (Improper Use of Customers' Securities or Funds; Prohibition Against
Guarantees and Sharing in Accounts) or Rule 2150 - Equities (Improper Use of Customers'
Securities or Funds; Prohibition Against Guarantees and Sharing in Accounts), NASD Rule
2440 (Fair Prices and Commissions), NASD Rule 3010 (Supervision) or FINRA Rule 3110
(Supervision) or Rule 3110 - Equities (Supervision) or NYSE MKT Rule 342 (Offices – Approval,
Supervision and Control) (failure to supervise only for both NASD Rule 3010, FINRA Rule 3110,
Rule 3110 - Equities or NYSE MKT Rule 342), NASD Rule 3310 (Publication of Transactions
and Quotations) or FINRA Rule 5210 (Publication of Transactions and Quotations), and
NASD Rule 3330 (Payment Designed to Influence Market Prices, Other than Paid Advertising)
or FINRA Rule 5230 (Payments Involving Publications that Influence the Market Price of a
Security); and MSRB Rules G-19, G-30, and G-37(b) & (c).

(4) For purposes of this Rule, the term “tape recording” includes without limitation, any electronic
or digital recording that meets the requirements of this Rule.

(5) (A) For purposes of this Rule, the term “taping firm” means:

(i) A member organization with at least five but fewer than ten registered persons,
where 40% or more of its registered persons have been associated with one or
more disciplined firms in a registered capacity within the last three years;

(ii) A member organization with at least ten but fewer than twenty registered
persons, where four or more of its registered persons have been associated with
one or more disciplined firms in a registered capacity within the last three years;

(iii) A member organization with at least twenty registered persons where 20% or
more of its registered persons have been associated with one or more disciplined
firms in a registered capacity within the last three years.

(B) For purposes of calculating the number of registered persons who have been
associated with one or more disciplined firms in a registered capacity within the last
three years pursuant to this subparagraph (5), member organizations should not include
registered persons who:

(i) have been registered for an aggregate total of 90 days or less with one or more
disciplined firms within the past three years; and
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(ii) do not have a disciplinary history.

(b) Supervisory Procedures Regarding the Tape Recording of Conversations

(1) Each member organization that either is notified by the Exchange or otherwise has
actual knowledge that it is a taping firm shall establish, maintain, and enforce special written
procedures for supervising the telemarketing activities of all of its registered persons.

(2) A taping firm required to establish, maintain, and enforce special written procedures pursuant
to this paragraph must establish and implement the procedures within 60 days of receiving
notice from the Exchange or obtaining actual knowledge that it is a taping firm.

(3) The procedures required by this paragraph shall include procedures for tape recording
all telephone conversations between the taping firm's registered persons and both existing
and potential customers and for reviewing the tape recordings to ensure compliance with
applicable securities laws and regulations and applicable Exchange rules. The procedures
must be appropriate for the taping firm's business, size, structure, and customers, and shall
be maintained for a period of three years from the date that the taping firm establishes and
implements the procedures.

(4) All tape recordings made pursuant to the requirements of this paragraph shall be retained for
a period of not less than three years from the date the tape was created, the first two years in an
easily accessible place. Each taping firm shall catalog the retained tapes by registered person
and date.

(5) By the 30th day of the month following the end of each calendar quarter, each taping firm
subject to the requirements of this paragraph shall submit to the Exchange a report on the taping
firm's supervision of the telemarketing activities of its registered persons.

(c) A member organization that becomes a taping firm for the first time may reduce its staffing levels
to fall below the threshold levels within 30 days after receiving notice from the Exchange pursuant to
the provisions of paragraph (b)(1) or obtaining actual knowledge that it is a taping firm, provided the
member organization promptly notifies the Exchange's Department of Member Regulation in writing
of its becoming subject to the Rule. Once the member organization has reduced its staffing levels to
fall below the threshold levels, it shall not rehire a person terminated to accomplish the staff reduction
for a period of 180 days. On or prior to reducing staffing levels pursuant to this paragraph, a member
organization must provide the Exchange's Department of Member Regulation with written notice
identifying the terminated person(s).

(d) The Exchange may, in exceptional circumstances, taking into consideration all relevant factors,
exempt any taping firm unconditionally or on specified terms and conditions from the requirements of
this Rule. A taping firm seeking an exemption must file a written application to the Exchange within 30
days after receiving notice from the Exchange or obtaining actual knowledge that it is a taping firm.
A member organization that becomes a taping firm for the first time may elect to reduce its staffing
levels pursuant to the provisions of paragraph (c) or, alternatively, to seek an exemption pursuant to
paragraph (d), as appropriate. A taping firm may not seek relief from the Rule by both reducing its
staffing levels pursuant to paragraph (c) and requesting an exemption.

*****

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Footnotes

1  See Securities Exchange Act Release No. 73554 (November 6, 2014), 79 FR 67508 (November 13,
2014) (SR-NYSE-2014-56); Securities Exchange Act Release No. 73640 (November 19, 2014), 79 FR
70237 (November 25, 2014) (SR-NYSEMKT-2014-93).

2  See Securities Exchange Act Release No. 71179 (December 23, 2013), 78 FR 79542 (December 30,
2013) (SR-FINRA-2013-025); see also FINRA Regulatory Notice 14-10 (March 2014). In particular,
FINRA: (1) adopted FINRA Rules 3110 and 3120 to largely replace NASD Rules 3010 and 3012,
respectively; (2) incorporated into FINRA Rule 3110 and its supplementary material the requirements of
NASD IM-1000-4, NASD IM-3010-1, FINRA Incorporated Exchange Rule 401A, and FINRA Incorporated
Exchange Rule 342.21; (3) replaced NASD Rule 3010(b)(2) with new FINRA Rule 3170; (4) replaced
NASD Rule 3110(i) with new FINRA Rule 3150; and (5) deleted the following FINRA Incorporated
Exchange Rules and Exchange Rule Interpretations – (i) Exchange Rule 342 and related Exchange Rule
Interpretations; (ii) Exchange Rule 343 and related Exchange Rule Interpretations; (iii) Exchange Rule
351(e) and related Exchange Rule Interpretation; (iv) Exchange Rule 354; (v) Exchange Rule 401; and
(vi) Exchange Rule 401A.

3  Except where specifically noted otherwise in the new Exchange Rules, all FINRA interpretations and
published guidance relating to its supervisory rules apply equally to the new Exchange Rules, and future
FINRA guidance on its supervisory rules will be instructive for the interpretation of these Exchange rules.

4  There is one exception. Effective as of April 7, 2014, in order to coincide with related changes to Form
BR, the Exchange deleted Exchange Rule 343 and the related interpretations and FINRA deleted the
related FINRA Incorporated Exchange Rule and Exchange Rule Interpretations. See FINRA Regulatory
Notices 14-10 and 14-11 and Securities Exchange Act Release No. 71989 (April 22, 2014), 79 FR 23391
(April 28, 2014) (SR-NYSE-2014-21); see also Securities Exchange Act Release No. 73325 (October 9,
2014), 79 FR 62229 (October 16, 2014) (SR-NYSE-2014-55) (conforming amendments related to the
deletion of Exchange Rule 343).

5  This deletion was effective April 7, 2014. See n. 4, supra.
6  The terms "OSJ" and "Branch Office" are specifically defined in Rule 3110(e). While the definition of

"Branch Office" is substantially similar to what was used in the old Exchange Rule 342.10, the term
"OSJ" is a new designation by the Exchange. As such, the requirements relating to OSJs described
herein will be new for member organizations.

7  Section 3110(b)(3) is reserved.
8  Section 3110(b)(4) further details the specific types of internal and outgoing communications that must

be reviewed.
9  The Exchange believes that oral complaints are difficult to capture and assess, and they raise competing

views as to the substance of the complaint being alleged. Consequently, oral complaints do not lend
themselves as effectively to a review program as written complaints, which are more readily documented
and retained. However, the Exchange reminds member organizations that the failure to address any
customer complaint, written or oral, may be a violation of Rule 2010 (regarding Standards of Commercial
Honor and Principles of Trade).

10  The member organization must retain a written record of the date each review and inspection is
conducted.

11  The rule further discusses factors that should be considered when deciding how often to inspect
each non-supervisory branch office and requires that a member organization's written supervisory
and inspection procedures must set forth the non-supervisory branch office examination cycle,
an explanation of the factors the member organization used in determining the frequency of the
examinations in the cycle, and the manner in which a member organization will comply with Rule 3110(c)
(2) if using more frequent inspections than every three years.
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12  The rule further discusses factors that should be considered when establishing a periodic schedule,
and requires that the member organization's written supervisory and inspection procedures set forth the
schedule and an explanation regarding how the frequency of the examination is determined.

13  Such areas include, among other things: safeguarding customer funds and securities; maintaining books
and records; supervision of supervisory personnel; transmittals of funds (e.g., wires or checks, etc.) or
securities between several kinds of entities; and changes of customer account information (including
address and investment objective changes), along with the validation of such changes. The rule further
details additional requirements concerning transmittals of funds and changes of customer account
information. If a member organization does not engage in all of these activities in the location being
inspected, the member organization must identify those activities in its written supervisory procedures
or the location's written inspection report and state that supervisory policies and procedures for such
activities are required to be in place at that location before the member organization can engage in such
activities.

14  If a member organization determines that compliance with this requirement is not possible either
because of a member organization's size or its business model, the member organization must
document in the inspection report both the factors the member organization used to make this
determination and how the inspection otherwise complies with Rule 3110(c)(1).

15  See 15 U.S.C. 78o(g).
16  These rules must apply to accounts of the member organization; accounts introduced or carried by

the member organization in which a person associated with the member organization has a beneficial
interest or the authority to make investment decisions; accounts of a person associated with the member
organization that are disclosed to the member organization pursuant to Exchange Rule 407 or NASD
Rule 3050, as applicable; and covered accounts.

17  The term covered account is defined by Rule 3110(d)(4).
18  The Supplementary Materials concern: (1) Registration of a Main Office; (2) Designation of Additional

OSJs, (3) Supervision of Multiple OSJs by a Single Principal, (4) the Annual Compliance Meeting,
(5) Risk-based Review of a Member Organization's Investment Banking and Securities Business;
(6) Risk-based Review of Correspondence and Internal Communications; (7) Evidence of Review
of Correspondence and Internal Communications; Delegation of Correspondence and Internal
Communication Review Functions; Retention of Correspondence and Internal Communications;
(10) Supervision of Supervisory Personnel; (11) Use of Electronic Media to Communicate Written
Supervisory Procedures; (12) Standards for Reasonable Review; (13) the General Presumption
of Three-Year Limit for Periodic Inspection Schedules; (14) Exceptions to Persons Prohibited from
Conducting Inspections; and (15) the Definition of "Associated Persons".

19  Supplementary Material .01 to Rule 3120 defines "associated person" for the purposes of this rule.
20  The categories listed above are incorporated from the annual report content requirements of the old Rule

342.30, which apply to all member organizations regardless of revenue. The new rule seeks to mitigate
compliance costs and burdens with respect to Rule 3120's annual reporting requirements by requiring
that only member organizations reporting $200 million or more in gross revenues in the preceding
year include in their annual reports supplemental information from Rule 342.30's annual report content
requirements.

21  Supplementary Material .01 to Rule 3150 provides a definition for "associated person" for the purposes
of this rule.

22  For purposes of calculating the number of registered persons who have been associated with one or
more disciplined firms in a registered capacity within the last three years pursuant to Rule 3170(a)(5),
member organizations should not include registered persons who have been registered for an aggregate
total of 90 days or less with one or more disciplined firms within the past three years and do not have a
disciplinary history.
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23  Rule 3170(a) provides other relevant definitions for the rule, including "registered person", "disciplined
firm", "disciplinary history", and "tape recording".

24  The procedures must be appropriate for the taping firm's business, size, structure, and customers,
and must be maintained for a period of three years from the date that the taping firm establishes and
implements the procedures. All tape recordings made pursuant to the requirements of Rule 3170(b)
must be retained for a period of not less than three years from the date the tape was created, the first
two years in an easily accessible place. Each taping firm must catalog the retained tapes by registered
person and date. By the 30th day of the month following the end of each calendar quarter, each taping
firm subject to the requirements of Rule 3170(b) must submit to the Exchange a report on the taping
firm's supervision of the telemarketing activities of its registered persons.

25  A member organization that becomes a taping firm for the first time may elect to reduce its staffing
levels pursuant to the provisions of Rule 3170(c) or, alternatively, to seek an exemption pursuant to Rule
3170(d). A taping firm may not seek relief from Rule 3170 by both reducing its staffing levels pursuant to
Rule 3170(c) and requesting an exemption pursuant to Rule 3170(d).

26  The new version of Rule 342(b) retains the prior requirement in the Interpretation to Rule 342 that
member organizations engaged in a public business in addition to a DMM business must have a
qualified compliance supervisor who has passed both the Series 14 and Series 14A Examinations.
The amended Rule 342(b) also incorporates the following exemptions from the Series 14 Examination
requirement contained in the Interpretation to Rule 342:

(1) compliance supervisors at member organizations whose activities are solely related to execution
of orders on the Exchange trading Floor and who do not conduct any business with the public; (2)
compliance supervisors at member organizations whose commissions and other fees from public
business (retail and institutional) are under $500,000 in the preceding calendar year and who introduce
to another broker-dealer; and (3) supervisors of ten or more persons whose compliance responsibilities
are limited to the registration of member organization employees with the various regulatory and SROs.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 14-10

Click to open document in a browser

June 19, 2014

   To: All NYSE and NYSE MKT Members and Member Organizations

Subject: Russell Reconstitution - June 27, 2014

IMPORTANT - READ IN ENTIRETY PLEASE SHOW TO YOUR
COMPLIANCE OFFICER AND HEAD OF TRADING OPERATIONS

I. Purpose

Following the close of trading on June 27, 2014, the Russell Investment Group will reconstitute certain of
its indices, including the Russell 3000® Index and the Russell Microcap® Index. This reconstitution may
significantly affect the volume of trading on the New York Stock Exchange LLC (“NYSE”) and NYSE MKT
LLC (“NYSE MKT”) (collectively, the “Exchange”), particularly leading into the close on June 27.

This Information Memorandum reminds members and member organizations of certain Exchange Rules and
policies regarding:

• entry and cancellation of market-on-close/limit-on-close (“MOC/LOC”) and Closing Offset (“CO”)
orders;

• publication of on-the-close imbalances; and
• printing the closing transaction.

This memorandum also provides guidance on possible system interruption scenarios and the operation of
certain Exchange Rules and policies in the event that such a scenario occurs.

II. Background

Reconstitution of certain Russell Indices will take effect after the close of U.S. equity markets on June 27,
2014. On June 14, 2014, the Russell Investment Group published a preliminary list of additions and deletions
to the Russell 3000® and Microcap® Indexes. The Exchange expects that during the trading day on June
27, and especially at or near the Close, significant trading volume associated with portfolio rebalancing
will be initiated based upon those lists. For more information on the Russell Reconstitution, see http://
www.russell.com/indexes/tools-resources/reconstitution.asp.

III. Exchange Rules and Policies Relating to the Close

a. MOC/LOC and CO Order Entry and Cancellation

Exchange Rule 123C (Closing Procedures) is in effect for June 27, subject to the contingency scenarios
outlined below in the event of a systems outage. In addition, although certain categories of imbalance
publications (such as Informational Imbalances) require prior Floor Official approval, given the number
of imbalance publications expected and the sensitivity surrounding the Close on June 27, DMMs are
encouraged to consult with and receive the approval of a Senior Floor Official or higher.

While the Exchange expects its systems to operate normally on June 27, in the unlikely event of a systems
interruption leading into or at the Close, the Closing Procedures set out in Exchange Rule 123C would apply
in the event the Exchange declared a halt in one or more securities. In the event that the NYSE and/or
NYSE MKT invokes exemptive powers under Exchange Rule 123C(9) (Closing Procedures - Extreme Order
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Imbalances at or Near the Close), the terms of that rule would govern the handling of orders at the Close. See
Section d below.

In connection with the entry of MOC/LOC and CO orders generally, members and member organizations
should pay particular attention to the following:

• A “published imbalance” is an imbalance that has been disseminated to the Tape. An imbalance
that is announced orally or physically posted at the panel is not considered to be a published
imbalance. The Exchange Order Imbalance Information product, a data feed of real-time order
imbalances that accumulate prior to the opening of trading on the Exchange and prior to the close of
trading on the Exchange, does not constitute a “published imbalance.”

• Brokers and traders are reminded that, while they should enter orders as early in the day as
possible, all MOC/LOC orders (unless to offset a published imbalance) must be entered by 3:45

p.m. 1 
• Entering MOC/LOC orders early provides DMMs with the opportunity to more quickly identify

potential order imbalances that might exist at the Close and to disseminate that information. This,
in turn, enables brokers and traders to more effectively identify potential offsetting customer interest
that could mitigate any imbalance. MOC/LOC and CO orders entered prior to 3:45 p.m. may be
canceled or reduced prior to that time for any reason.

• After 3:45 p.m., MOC/LOC orders may be entered only to offset a security's published imbalance,
while CO orders may be entered in any amount on either side of the market. Between 3:45 p.m. and
3:58 p.m., MOC/LOC and CO orders may be canceled or reduced in size only to correct a legitimate

error. 2   This also applies to instances where cancel/replace functionality is used. Please note that
FINRA will continue to closely monitor the cancellation of MOC/LOC and CO orders pursuant to
Exchange Rules.

• After 3:58 p.m., MOC/LOC and CO orders may not be cancelled or reduced in size for any reason,
except in accordance with Exchange Rule 123C(9).

• In the event of a trading halt effective at 3:45 p.m. or later, MOC/LOC orders may be entered only
to offset a published imbalance. CO orders, however, may be entered in any amount on either side
of the market. See Exchange Rule 123C(2)(c). During a trading halt, the cutoff for cancelling MOC/
LOC and CO orders remains 3:58 p.m.

b. Imbalance Publications 3 

Exchange Rule 123C(5) provides for the publication of order imbalances as described below. In the event of a
system interruption, the times and requirements listed here may change.

1. Informational Imbalance Publications between 3:00 p.m. and 3:45 p.m.

Between 3:00 p.m. and 3:45 p.m., DMMs are encouraged to issue Informational Imbalance Publications of
any size if they believe that there could be significant price dislocation at the Close. These publications are
informational only and do not limit MOC/LOC or CO order entry or cancellation before 3:45 p.m. DMMs who
wish to issue Informational Imbalance Publications must obtain prior approval from a Floor Official or qualified
Exchange employee (see Exchange Rule 46.10) prior to issuance. As volume may be greater than normal on
June 27, 2014, DMMs should issue Informational Imbalance Publications as early as possible.

2. Mandatory MOC/LOC Imbalance Publications at 3:45 p.m.

As soon as practicable after 3:45 p.m., Exchange systems will publish any MOC/LOC imbalance of 50,000
shares or more for NYSE-listed securities and 25,000 shares or more for NYSE MKT listed securities. Other
significant imbalances of lesser size (e.g., less than 50,000/25,000 shares but significant relative to the
average daily trading volume (“ADTV”) of a particular security) may be published by the DMM with Floor
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Official or qualified Exchange employee approval. 4   In addition, any Informational Imbalance Publication
issued prior to 3:45 p.m. must be updated at 3:45 p.m. Exchange systems will publish an imbalance of 50,000
shares or more (NYSE) or 25,000 shares or more (NYSE MKT)at 3:45 p.m.,. If there is an imbalance of any
lesser size that is significant relative to the ADTV of the stock, it may be published by the DMM with prior
Floor Official or qualified Exchange employee approval. If there is no such imbalance at 3:45 p.m., the DMM
must issue a “no imbalance” indication.

3. Mandatory MOC/LOC Imbalance Publications after a Trading Halt

If a trading halt is in effect at 3:45 p.m. but is lifted prior to the Close, MOC/LOC imbalances of 50,000
shares or more (NYSE) or 25,000 shares or more (NYSE MKT) should be published by the DMM as soon as
possible after the resumption of trading. Additionally, any imbalance of lesser size if significant relative to the
ADTV may be published by the DMM as soon as possible after trading reopens, subject to prior Floor Official
or qualified Exchange employee approval. If the trading halt is not lifted before the Close, there will not be any
imbalance publications.

4. Exchange Publication of Order Imbalance Information

In addition to the Informational Imbalance and Mandatory MOC/LOC Imbalance Publications described
above, the Exchanges also make available real-time Order Imbalance Information prior to the Close in
accordance with Exchange Rule 123C(6). These publications take place approximately every five (5) seconds
between 3:45 p.m. and 4:00 p.m. The Order Imbalance Information publications use a reference price (see
Exchange Rule 123C(6)(a)(iii)) in order to indicate how many shares would be needed to close the security at

that price, including MOC, marketable LOC and CO orders. 5   Beginning at 3:55 p.m., the Order Imbalance
Information publications also include stop orders, d-Quotes and all other e-Quotes containing pegging

instructions eligible to participate in the closing transaction. 6 

As noted above, Order Imbalance Information publications are solely for informational purposes and off-
setting MOC/LOC interest must not be submitted in response to Order Imbalance Information publications.
Off-setting MOC/LOC interest may be submitted only as described in this memo in response to a Mandatory
MOC/LOC Imbalance Publication issued at 3:45 p.m. or after a trading halt in accordance with Rule 123C(2).

c. Printing the Closing Transaction

1. Exchange Rules 116.40 and 123C(8)

DMMs are reminded that the closing transaction must be printed consistent with Exchange Rules 116.40
and 123C(8) and must accurately reflect both the closing price and closing volume when printing the closing

transaction. 7   Additionally, DMMs are reminded of their obligation to maintain a fair and orderly market
pursuant to Rule 104.

2. Verbal Interest and e-Quotes at the Close

DMMs should take all interest, including verbal, e-Quoted and Display Book interest, into account when
formulating the Close. Depending on whether it is marketable or not, verbal interest may be handled
differently than e-Quoted interest at the Close. Marketable verbal interest is included with all market and MOC
interest at the Close, while limited verbal interest and e-Quotes are on parity with limit orders. DMMs are
reminded that verbal interest from a Floor broker should be handled one of two ways: entered into UTM by
NYSE Operations staff or into the crowd field of the Closing template by the DMM.

Pursuant to Rule 342, members and member organizations must ensure that they have adequate written
policies, procedures and controls in place to detect, deter and prevent conduct inconsistent with the guidance
set forth above. Any member who believes that the above procedures have not been adhered to should
report his or her concern to the FINRA On-Floor Surveillance Unit.
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3. Orders to Offset MOC/LOC Imbalances at the Close to Mitigate Price Disparity

Exchange Rule 902 (Off Hours Trading Orders) provides for entry of orders after the Close. Rule 902(a)(ii)(B)
permits DMMs to include in the calculation of the Close legitimate market interest that has agreed to offset
all or part of any MOC imbalance that existed prior to the Close at 4:00 p.m. The DMM's use of this offsetting
interest to minimize significant price dislocation on the Close will result in a closing-price coupled order
between the DMM and member, member organization or customer. If the member, member organization
or customer agrees, the DMM may include this interest in offsetting an imbalance when setting the closing
price and increase DMM participation in the closing print to the extent of the new contra interest. After the
Close, the DMM will liquidate or cover the related dealer position, and the member, member organization or
customer will acquire the position. Such closing-price coupled orders are executed at the Ramp.

It is important to note that Rule 902 may not be relied on for the entry of an order after the Close when
there is no MOC/LOC imbalance or when the imbalance would not result in significant volatility and/or price
dislocation. In addition, it cannot be used if the Close has already been printed.

d. Extreme Order Imbalances at or Near the Close

In order to avoid significant dislocation in the closing price that may result from an order entered or
represented at or near the Close, Exchange Rule 123C(9) permits the Exchange, on a security-by-security
basis, to temporarily suspend the hours of operation under Rule 52 so that offsetting interest may be solicited
from both on-Floor and off-Floor participants and entered to reduce the size of the imbalance. Extensions
of trading under Rule 123C(9) may be designated by the Exchange for a specific time period. Off-setting
interest is solicited using Exchange Trader Updates as well as messages sent directly to Floor broker hand-
held devices. These Exchange issued solicitation requests include information regarding security symbol,
the imbalance amount and side, the last sale price, and a designated order acceptance cutoff time (generally
five minutes from the issuance of the solicitation request). Offsetting interest submitted in response to an
Exchange-issued solicitation request must be a limit order priced no worse than the last sale, irrevocable
and entered no later than the order acceptance cut-off time indicated in the solicitation request. Exchange
systems will accept interest entered electronically in the named security, after 4:00 p.m. only if Rule 123C9(a)
(1) is invoked.

Exchange systems will not verify side or price, and will not block post-4:00 p.m. cancellation of interest
submitted under this rule. Therefore, member and member organizations entering such interest are
responsible for ensuring compliance with the rule, such that the only interest that may be entered in response
to such a solicitation request is: (i) offsetting; (ii) a limit order priced no worse than the last sale price; and (iii)
not cancelled.

Rule 123C(9) also permits the Exchanges to temporarily suspend the prohibition on the cancellation or
reduction of a MOC/LOC order after 3:58 p.m. where there is a legitimate error in such an order and the
execution of the order would cause significant price dislocation at the Close. See Information Memoranda
09-20 (May 5, 2009) and 10-52 (December 22, 2010).

Only the DMM assigned to a particular affected security may request relief under Rule 123C(9). A request
for relief under Rule 123C(9) must be approved and supervised by an Executive Floor Governor or qualified
NYSE Euronext employee and supervised by a qualified Exchange officer, as defined in Rule 48(d). All Rule
123C(9) related approvals must be recorded in FORTÉ.

IV. Contingencies in the Event of a System Interruption

a. Contingency Scenarios

NYSE Operations has notified all members and member organizations as to how to proceed in the event of a
systems outage on June 27, 2014. There are four contingency scenarios, each of which is described below
for convenience. Members and member organizations should refer to the NYSE Operations memorandum
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published June 6, 2014, for further details. The memo is available at http://www.nyse.com/pdfs/Russell
%20Contingencies%202014%20final.pdf. In addition, members and member organizations are advised that in
Contingency Scenarios 2 and 3, the procedures of Exchange Rule 123C will operate pursuant to the trading
halt provisions.

1. Contingency Scenario 1

In the event of a NYSE system interruption that occurs intraday whereby normal trading is resumed prior
to 3:45 p.m., the Exchange will begin the normal Market on Close posting process (3:45 pm, with some
Informational Imbalance publications as early as 3:00 p.m.). There will be the normal 4:00 p.m. close time.

2. Contingency Scenario 2

In the event of a NYSE system interruption that occurs intraday whereby normal trading is resumed between
3:45 and 3:59 p.m., the Exchange will bypass the normal 3:45 MOC publication and utilize a single MOC
publication before the 4:00 p.m. close time, if practicable. Although the Closing process may extend later
than the usual 4:00 p.m. close time, order delivery will stop at 4 p.m. Any orders in Exchange systems will be
executed in one Closing trade as soon as possible thereafter.

3. Contingency Scenario 3

In the event of a NYSE system interruption that occurs intraday whereby service will be restored after the
4:00 p.m. close time, the Exchange may not publish the 3:45 pm Market on Close information. The NYSE will
notify market participants of the new close time and will price the close at or around this time. The new time
will be communicated to market participants via the market wide call and a system status posting.

4. Contingency Scenario 4

In the event of a NYSE system interruption that occurs intraday whereby service will not be restored, the
NYSE and NYSE MKT closing prices on June 27 will be the last regular way trade on those markets. (Note:
Pursuant to NYSE and NYSE MKT Rule 440B(c)(3), under these circumstances, the Exchange will use the
Consolidated last sale prices in the affected symbols, instead of last sale prices on the Exchange, to calculate
the Trigger Prices pertaining to the Short Sale Price Test on Monday, June 30.)

b. Contingency Preparedness

Members are reminded that they should have Floor stationery supplies on hand in the event they are unable
to enter or cancel orders through the system. Should a system interruption affect electronic time-stamping
functionality, members and member organizations may manually record required time information. If the
Broker Booth Support System (BBSS) is functioning, but the broker handheld is not, Floor brokers must
carry the BBSS time onto their paper orders. Under all other circumstances, the time of order entry must be
recorded by hand in the Booth, by the Floor broker or clerk.

V. Adequacy of Operations and Supervisory Staff

All members and member organizations, including DMMs, should ensure that both operational and
supervisory staffing on and around June 27, 2014 will be sufficient to monitor and process all orders,
regardless of the form in which they are received, as well as to handle the increased workload anticipated
as a result of the Russell Reconstitution. All members and member organizations should also review their
systems to ensure that they have adequate capacity to handle the expected increase in volume. For example,
DMM firms should review their DMM Unit algorithm to ensure that they meet their obligations to maintain
a fair and orderly market. DMMs are reminded to seek the advice of a Floor Official regarding any unusual
situations as quickly as possible.
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VI. Supervision

a. Review of Policies and Procedures

Members and member organizations should carefully review their procedures as well as their supervisory
systems for handling orders in connection with the Russell Reconstitution on June 27, 2014. Members
and member organizations are expected to review their practices for handling orders at or near the Close,
particularly with respect to any orders where there is an on-close or other price guarantee for those securities
that are part of the rebalancing. Reviews should include both orders that are handled manually as well as
those orders that are handled systemically, such as orders that are handled by a computer algorithm. In
addition, members and member organizations should take all necessary steps to ensure that the relevant
trading, compliance and back-office staff are familiar with firm procedures for handling orders at or near the
Close. Members and member organizations should also be mindful of the guidance issued in Information
Memo 09-22 (May 28, 2009), available at http://www.nyse.com/nysenotices/nyse/information-memos/
pdf?memo_id=09-22, regarding procedures for escalating and addressing inquiries arising from real-time
regulatory or trading issues.

In addition, members and member organizations are reminded of their obligation to have adequate
systems and controls relating to the use of firm systems by correspondents or others. Please consult NYSE
Information Memos 11-13 (May 16, 2011), available at http://www.nyse.com/nysenotices/nyse/information-
memos/pdf?memo_id=11-13, for more information.

b. Adequacy of Compliance Program

Members and member organizations are also reminded to ensure that they have in place a robust compliance
program that includes adequate supervisory policies and procedures to monitor for compliance with
Exchange Rule 123C and the guidance contained in this Information Memo. Firm policies and procedures
must be adequate to ensure that all procedures related to MOC/LOC orders and orders entered at or near
the Close are appropriately followed, and to detect and deter any actions that may violate Exchange or SEC
rules.

c. Due Diligence Requirements

Consistent with the requirements of Exchange Rule 405, before any order with instructions to participate at
the close is transmitted to the Floor the member or member organization accepting the order must exercise
due diligence to learn the essential facts relative to the order, including the purpose and propriety of the at-
the-close instruction. In addition, an imbalance of orders at or near the Close, caused in part by the entry of
such orders, could lead to trading being halted in the security and such orders not receiving an execution.

d. Supervision to Prevent Improperly Affecting the Close

Members and member organizations must also ensure that their activity does not artificially impact the closing
price. As such, members, member organizations and compliance staff should be mindful of Information
Memo 05-52 (August 1, 2005), available at http://www.nyse.com/nysenotices/nyse/information-memos/pdf?
memo_id=05-52, regarding Volume Weighted Average Price (VWAP) trading at or near the Close, which
addresses the responsibility for ensuring that trading strategies engaged in to facilitate or hedge VWAP
orders have an economic basis and do not have the effect of marking the close or marking the value of a
position. Member organizations should also be aware that certain orders and order entry practices may have
the potential to cause price dislocation before the Close or distort the closing price due to prevailing market
conditions at the time the order is entered. Similarly, trading at or near the Close is of particular concern due
to the condensed time frame for execution, where the resultant closing price is used to set benchmarks, such
as index rebalancing. As a result, manipulation concerns may be heightened when trading occurs at or near
the close.
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Firms should review procedures utilized in connection with orders to be executed at or near the Close with
their traders and other order-entry personnel. Firms should also review systemic order-entry functions
(e.g., algorithms or “smart servers”) for compliance with the provisions of this Information Memorandum.
Firms should also review the provisions of Information Memo 95-28 (July 10, 1995), available at http://
www.nyse.com/nysenotices/nyse/information-memos/pdf?memo_id=95-28, which discusses trading near the
Close and activity that would constitute violations of Exchange Rules as well as federal securities laws. In that
connection, members and member organizations are reminded that, where a firm has committed to purchase
from (sell to) a customer an order at a price that is derived from the closing price (e.g., VWAP and MOC
orders) while also reserving a significant portion of its hedging or covering transaction to be executed at or
near the Close, they must operate with substantial care. If the transaction is completed in a manner that does
not effectively place the firm at market risk or if the transaction does not provide an opportunity for possible
contra side interest to develop and/or react to the activity, it could raise manipulative concerns and constitute
conduct inconsistent with just and equitable principles of trade. Members and member organizations should
consult Information Memo 05-52 for further guidance.

e. Compliance with Federal Securities Laws and Rules

In addition to complying with Exchange Rules and policies, members and member organizations should
review other applicable federal securities laws and regulations, including Section 9(a)(2) of the Securities
Exchange Act, Regulation SHO, Rule 10b-5 and Rule 15c3-5, as well as the margin and capital rules. Firms
must ensure that they have adequate policies and procedures to detect, deter and prevent such potentially
violative conduct.

Members and member organizations are reminded that failure to comply with any of the requirements
described in this memo may result in disciplinary action.

VII. Staff Contacts

Operational questions regarding this Information Memo should be directed to:

• Robert Airo, Senior Vice President, NYSE Operations, at 212.656.5663, or
• Paul Bauccio, Senior Vice President, NYSE Operations, at 212.656.2929, or
• Michael Rutigliano, Senior Vice President, NYSE Operations, at 212.656.4679, or
• Sonia Rosa, Vice President, NYSE Operations, at 212.656.2899, or
• Dennis Pallotta, Director, NYSE Operations, at 212.656.5236.

Questions concerning interpretations of Exchange Rules in connection with this Information Memo should be
directed to:

• Clare Saperstein, Senior Vice President, NYSE Regulation, Inc., 212.656.2355, or
• David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166.

Regulatory questions relating to this Information Memo should be directed to:

• Patricia Bergholc, Director, FINRA On Floor Surveillance Unit, 917.281.3054, or
• Thomas C. Bruno, Director, FINRA Market Regulation, 917.281.3081, or
• John C. Saxton, Jr., Director, FINRA Market Regulation, 917.281.3114, or
• Michael Fryer, Director, FINRA Market Regulation, 917.281.3071.

Questions may also be directed to the FINRA On-Floor Surveillance Unit.

Should a member or member organization experience any systems issues, please immediately contact NYSE
Dot Services at 866.DOT.DESK (362.3375). For Regulatory matters emanating from systems issues, please
immediately contact the FINRA On-Floor Surveillance Unit at 917.281.3137 or OFSU@finra.org.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Exchange systems accept only those MOC/LOC orders entered after 3:45 p.m. that are on the contra
side of a published regulatory imbalance and reject all cancel requests sent after 3:58 p.m. for any
previously entered MOC/LOC order.

2  A "legitimate error" is an error in the term of an order, such as price, number of shares, buy/sell, or
identification of the security. See Exchange Rule 123C(1)(c).

3  Imbalance publications include both MOC and marketable LOC orders (based on the last sale price
at the time the publication is made). See Exchange Rule 123C(1)(b) and (d), defining "Informational
Imbalance Publications" and "Mandatory MOC/LOC Imbalance Publications." For more information on
how imbalance publications are calculated, see Exchange Rule 123C(4).

4  As with Informational Imbalance Publications, Floor Official approvals to issue certain Mandatory MOC/
LOC Imbalance Publications must be recorded in FORTE. Members must state the proposed imbalance
information and note any other relevant information (e.g., ADTV, size, degree of impact) in connection
with the request.

5  In the case of a buy (sell) imbalance, CO orders to sell (buy) at a price equal to or lower (higher) than the
reference price are to be included in the imbalance.

6  On a day that trading on the Exchange is scheduled to close earlier than 4:00 p.m., the Exchange will
disseminate Order Imbalance Information every five (5) seconds starting at ten (10) minutes prior to the
Close. See Exchange Rule 123C(6)(a)(v).

7  For more information on the execution of orders at the Close, see Exchange Rule 123C(7).
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 14-9

Click to open document in a browser

June 10, 2014

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

FROM: NYSE REGULATION

SUBJECT: QUARTERLY EXPIRATION DAY- June 20, 2014

I. Purpose

Friday, June 20, 2014 will be a quarterly Expiration Day for stock and index options and futures products
whose settlement pricing is based upon New York Stock Exchange LLC (“NYSE”) and NYSE MKT LLC
(“NYSE MKT”) (collectively, the “Exchanges”) opening or closing prices on that day. This Information
Memorandum reminds members and member organizations of certain NYSE and NYSE MKT rules and
policies regarding opening imbalance publications, entry and cancellation of market-on-close/limit-on-close
(“MOC/LOC”) and closing offset (“CO”) orders, publication of on-theclose imbalances, and printing the closing
transaction.

II. Expiration Day Opening Imbalance Publication

Members and member organizations are reminded that the regular pre-opening procedures outlined in Rules
15 (Pre-Opening Indications) and 123D (Openings and Halts in Trading) apply on the June 20 Expiration Day.
Accordingly, Designated Market Makers (“DMMs”) should publish indications as promptly as practicable and
are reminded of their additional obligations under Rule 123D to publish one or more indications, under the
supervision of a Floor Official, in situations where the opening price would be affected by an imbalance of
market and limit buy and sell orders in a security.

In the event that one or both of the Exchanges invokes its exemptive powers under Rule 48 (Exemptive
Relief - Extreme Market Volatility Condition), the terms of that rule would govern the obligation to publish pre-
opening indications.

III. Rules and Policies Relating to the Close

A. MOC/LOC and CO Order Entry and Cancellation

Members and member organizations are reminded that the provisions of Rule 123C (Closing Procedures)
apply to the Close on the June 20 Expiration Day. While the Exchanges expect systems to operate normally
on June 20 in the unlikely event of a systems interruption leading into or at the Close, the Closing Procedures
set out in Rule 123C would operate as if the Exchanges had declared a regulatory halt in one or more
securities.

In the event that one or both of the Exchanges invoke its exemptive powers under Rule 123C(9) (Closing
Procedures - Extreme Order Imbalances at or Near the Close), the terms of that rule would govern the
handling of orders at the Close. See Section III. D, below.

In connection with the entry of MOC/LOC and CO orders, members should pay particular attention to the
following:

• A “published imbalance” is an imbalance that has been disseminated to the Tape. An imbalance
announced orally or physically posted at the panel is not considered to be a published imbalance.
See Section III. B, below. The Exchanges' Order Imbalance Information product, a data feed of
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real-time order imbalances that accumulate prior to the opening and the closing of trading on the
Exchanges, does not constitute a “published imbalance.”

• Brokers and traders are reminded that, while they should enter orders as early in the day as
possible, all MOC/LOC orders (unless entered to offset a published imbalance) must be entered
electronically by 3:45 p.m. Entering MOC/LOC orders early provides DMMs with the opportunity
to more quickly identify and disseminate potential order imbalances that might exist at the Close.
This, in turn, enables brokers and traders to more effectively identify potential offsetting customer
interest that could mitigate any imbalance. MOC/LOC and CO orders entered prior to 3:45 p.m. may
be canceled or reduced prior to that time for any reason.

• After 3:45 p.m. Exchange systems will accept only MOC/LOC orders that offset a published
imbalance and CO orders may be entered in any amount on either side of the market.

• Between 3:45 p.m. and 3:58 p.m., MOC/LOC and CO orders may be canceled or reduced in size

only to correct a legitimate error. 1   This also applies to instances where cancel/replace functionality
is used.

• FINRA will continue to closely monitor the cancellation of MOC/LOC and CO orders.
• After 3:58 p.m., MOC/LOC and CO orders may not be cancelled, adjusted or reduced in size for any

reason except in accordance with Rule 123C(9). See Section III. D, below.
• In the event of a trading halt effective at 3:45 p.m. or later, MOC/LOC orders may be entered only to

offset a published imbalance. CO orders, however, may be entered in any amount on either side of
the market. See Rule 123C(2).

B. Imbalance Publications 2 

Rule 123C(5) provides for the publication of order imbalances as described below. In addition, members
and member organizations may refer to the attached quick-reference page for a summary of the times and
requirements for imbalance publications. DMMs are reminded that erroneous imbalance publications must be
corrected as soon as practicable.

1. Informational Imbalance Publications between 3:00 p.m. and 3:45 p.m.

Between 3:00 p.m. and 3:45 p.m., DMMs are encouraged to issue Informational Imbalance Publications
of any size if they believe that there could be significant price dislocation at the Close. These publications
are informational only and do not limit MOC/LOC or CO order entry or cancellation before 3:45 p.m. DMMs
who wish to issue an Informational Imbalance Publication must obtain prior approval from a Floor Official
or qualified Exchange employee (see Rule 46.10) prior to issuance. Floor Official approvals to issue
Informational Imbalance Publications must be recorded in the Floor Official Request Tracking Engine
(“FORTÉ”). Members must state the proposed imbalance information and note any other relevant information
(e.g., average daily trading volume (“ADTV”), size, or degree of impact) in connection with the request.

2. Mandatory MOC/LOC Imbalance Publications at 3:45 p.m.

As soon as practicable after 3:45 p.m., any MOC/LOC imbalance of 50,000 shares or more for NYSE-listed
securities, and 25,000 shares or more for NYSE MKT-listed securities, will be published by the Exchange.
Other significant imbalances of lesser size (i.e., less than 50,000/25,000 shares but significant relative to
the ADTV of a particular security) may be published by the DMM with Floor Official or qualified Exchange
employee approval. As with Informational Imbalance Publications, Floor Official approvals to issue certain
Mandatory MOC/LOC Imbalance Publications must be recorded in FORTÉ and members should state the
proposed imbalance information and note any other relevant information (e.g., ADTV, size, or degree of
impact) in connection with the request.

In addition, any Informational Imbalance Publication issued prior to 3:45 p.m. must be updated. An imbalance
of 50,000 shares (NYSE)/25,000 shares (NYSE MKT), or more will be published. If there is an imbalance of

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

452

http://researchhelp.cch.com/License_Agreement.htm


any lesser size that is significant relative to the ADTV of the stock, it may be published by the DMM with Floor
Official or qualified Exchange employee approval. If there is no such imbalance, a “no imbalance” indication
must be issued by the DMM.

3. Mandatory MOC/LOC Imbalance Publications after a Trading Halt

If a trading halt is in effect at 3:45 p.m. but is lifted prior to the Close, any MOC/LOC imbalance of 50,000
shares (NYSE)/25,000 shares (NYSE MKT), or more will be published by the DMM as soon as possible after
the resumption of trading. Additionally, any imbalance of lesser size if significant relative to the ADTV may
be published by the DMM as soon as possible after trading reopens, subject to prior Floor Official or qualified
Exchange employee approval. If the trading halt is not lifted before the Close, there will not be any imbalance
publications.

4. Exchange Publication of Order Imbalance Information

In addition to the Informational Imbalance and Mandatory MOC/LOC Imbalance Publications described
above, the Exchanges also make available real-time Order Imbalance Information prior to the Close in
accordance with Rule 123C(6). These publications take place approximately every five (5) seconds between
3:45 p.m. and 4:00 p.m. The Order Imbalance Information publications use a reference price in order to
indicate how many shares would be needed to close the security at that price, including MOC, marketable
LOC and CO orders. (For more information on how the reference price is determined, see Rule 123C(6)(a)
(iii)). Beginning at 3:55 p.m., the Order Imbalance Information publications also include stop orders, d-Quotes
and all other e-Quotes containing pegging instructions eligible to participate in the closing transaction.

As noted above, Order Imbalance Information publications are solely for informational purposes and off-
setting MOC/LOC interest must not be submitted in response to Order Imbalance Information publications.
Off-setting MOC/LOC interest may be submitted only as described in this memo in response to a Mandatory
MOC/LOC Imbalance Publication issued at 3:45 p.m. or after a trading halt in accordance with Rule 123C(2).

C. Printing the Closing Transaction

1. Rules 116.40 and 123C(8)

DMMs are reminded that the closing transaction must be printed consistent with Rules 116.40 and 123C(8)

and must accurately reflect both the closing price and closing volume when printing the closing transaction. 3

   Additionally, DMMs are reminded of their obligation to maintain a fair and orderly market pursuant to Rule
104.

2. Verbal Interest and e-Quotes at the Close

DMMs should take all interest, including verbal, e-Quoted and Display Book interest, into account when
formulating the Close. Depending on whether it is marketable or not, verbal interest may be handled
differently than e-Quoted interest at the Close. Marketable verbal interest is included with all market and MOC
interest at the Close, while limited verbal interest and e-Quotes are on parity with limit orders. DMMs are
reminded that verbal interest from a Floor broker should be handled one of two ways: entered into -UTM by
NYSE Floor Operations staff or into the crowd field of the Closing template by the DMM.

Pursuant to Rule 342, members and member organizations must ensure that they have adequate written
policies, procedures and controls in place to detect, deter and prevent conduct inconsistent with the guidance
set forth above. Any member who believes that the above procedures have not been adhered to should
report their concern to the FINRA On-Floor Surveillance Unit.

3. Orders to Offset MOC/LOC Imbalances at the Close to Mitigate Price Disparity
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Rule 902 (Off Hours Trading Orders) provides for entry of orders after the Close. Rule 902(a)(ii)(B) permits
DMMs to include in the calculation of the Close legitimate market interest that has agreed to offset all or part
of any MOC imbalance that existed prior to the Close at 4:00 p.m. The DMM's use of this offsetting interest
to minimize significant price dislocation on the Close will result in a closing-price coupled order between the
DMM and member, member organization or customer. If the member, member organization or customer
agrees, the DMM may include this interest in offsetting an imbalance when setting the closing price and
increase DMM participation in the closing print to the extent of the new contra interest. In this way the DMM
will liquidate or cover the related dealer position, and the member, member organization or customer will
acquire the position. Such closingprice coupled orders are executed at the Ramp.

It is important to note that Rule 902 may not be relied on for the entry of an order after the Close when
there is no MOC/LOC imbalance or when the imbalance would not result in significant volatility and/or price
dislocation. In addition, it cannot be used if the Close has already been printed.

D. Extreme Order Imbalances at or Near the Close

In order to avoid significant dislocation in the closing price that may result from an order entered or
represented at or near the Close, Rule 123C(9) permits the Exchanges, on a security-by-security basis,
to temporarily suspend the hours of operation under Rule 52 so that offsetting interest may be solicited
from both on-Floor and off-Floor participants and entered to reduce the size of the imbalance. The order
acceptance cut-off time will be a time period designated by the Exchange. Off-setting interest is solicited
using Exchange Trader Updates as well as messages sent directly to Floor broker hand-held devices. These
Exchange-issued solicitation requests include information regarding security symbol, the imbalance amount
and side, the last sale price, and a designated order acceptance cutoff time (generally five minutes from
the issuance of the solicitation request). Offsetting interest submitted in response to an Exchange-issued
solicitation request must be a limit order priced no worse than the last sale, irrevocable and entered no later
than the order acceptance cut-off time indicated in the solicitation request. Exchange systems will accept
interest entered electronically in the named security after 4:00 p.m. only if Rule 123C(9)(a)(1) is invoked.

Exchange systems will not verify side or price, and will not block post-4:00 p.m. cancellation of interest
submitted under this rule. Therefore, member and member organizations entering such interest are
responsible for ensuring compliance with the rule, such that the only interest that may be entered in response
to such a solicitation request is: (i) offsetting; (ii) a limit order priced no worse than the last sale price; and (iii)
not cancelled.

Rule 123C(9) also permits temporary suspension of the prohibition on the cancellation or reduction of a MOC/
LOC order after 3:58 p.m. where there is a legitimate error in such an order and the execution of the order
would cause significant price dislocation at the Close. See Information Memoranda 09-20 (May 5, 2009) and
10-52 (December 22, 2010).

Only the DMM assigned to a particular affected security may request relief under Rule 123C(9). A request
for relief under Rule 123C(9) must be approved and supervised by an Executive Floor Governor or qualified
NYSE Euronext employee and supervised by a qualified Exchange officer, as defined in Rule 48(d). All Rule
123C(9)-related approvals must be recorded in FORTÉ.

IV. Adequacy of Operations and Supervisory Staff

All members and member organizations, including DMMs, should ensure that both operational and
supervisory staffing on and around the June 20 Expiration Day will be sufficient to monitor and process all
orders, regardless of the form in which they are received, as well as to handle the anticipated increased
workload. All members and member organizations should also review their systems to ensure that they have
adequate capacity to handle the expected increase in volume. For example, DMM firms should review their
DMM Unit algorithm to ensure that they meet their obligations to maintain a fair and orderly market. DMMs
are reminded to seek the advice of a Floor Official regarding any unusual situations as quickly as possible.
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V. Supervision

A. Review of Policies and Procedures

In view of increased automated order delivery, e-Quoting and automatic execution, members and member
organizations should carefully review their procedures as well as their supervisory systems for handling
orders in connection with the June 20 Expiration Day. Specifically, members and member organizations
should review their practices for handling orders at or near the Close. Reviews should include both manual
orders and those handled systemically, such as orders that are handled by a computer algorithm. In addition,
members and member organizations should take all necessary steps to ensure that the relevant trading
and back-office staffs are familiar with firm procedures for handling orders at or near the Close. Members
and member organizations should also be mindful of the guidance issued in Information Memo 09-22 (May
28, 2009) (attached) regarding procedures for escalating and addressing inquiries arising from real-time
regulatory or trading issues.

In addition, members and member organizations are reminded of their obligation to have adequate systems
and controls relating to the use of firm systems by correspondents or others. Please consult Information
Memo 11-13 (May 16, 2011) (attached) for more information.

B. Adequacy of Compliance Program

Members and member organizations are also reminded to ensure that they have a robust compliance
program that includes adequate written policies, procedures and supervisory controls to monitor for
compliance with Rule 123C and the guidance contained in this memo. Policies and procedures must be
adequate to ensure that all procedures related to MOC/LOC orders and orders entered at or near the Close,
are appropriately followed, and to detect and deter any actions that may violate NYSE, NYSE MKT and/or
SEC rules.

C. Due Diligence Requirements

Consistent with the requirements of Rule 405, before any order with instructions to participate at the Close
is transmitted to the Floor the member or member organization accepting the order must exercise due
diligence to learn the essential facts relative to the order, including the purpose and propriety of the at-the-
close instruction. In addition, an imbalance of orders at or near the Close, caused in part by the entry of such
orders, could lead to trading being halted in the security and such orders not receiving an execution.

D. Supervision to Prevent Improperly Affecting the Close

Members and member organizations must also ensure that their activity does not have the effect of artificially
impacting the closing price. Firms should review procedures utilized in connection with orders to be executed
at or near the Close with their traders and other order-entry personnel. Firms should also review systemic
order-entry functions (e.g., algorithms or “smart servers”) for compliance with the NYSE and NYSE MKT rules
and the provisions of this Information Memorandum. Firms should also review the provisions of Information
Memo 95-28 (July 10, 1995) (attached), which discusses trading near the Close and activity that would
constitute violations of NYSE and NYSE MKT rules, as well as federal securities laws.

In that connection, members and member organizations are reminded that, where a firm has committed to
purchase from (sell to) a customer at a price that is derived from the closing price (MOC orders) while also
reserving a significant position of its hedging or covering transaction to be executed at or near the Close, they
must operate with substantial care. If the transaction is completed in a manner that does not effectively place
the firm at market risk or if the transaction does not provide an opportunity for possible contra side interest
to develop and/or react to the activity, it would raise manipulative concerns and would operate as conduct
inconsistent with just and equitable principles of trade.

E. Compliance with Federal Securities Laws and Rules
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In addition to complying with NYSE and NYSE MKT rules and policies, members and member organizations
should review all other applicable federal securities laws and regulations, including Section 9(a)(2) of the
Securities Exchange Act, Regulation SHO, Rule 10b-5 and Rule 15c3-5, as well as the margin and capital
rules. Firms must ensure that they have written policies, procedures, and supervisory controls reasonably
designed to detect and deter potentially violative conduct.

Members and member organizations are reminded that failure to comply with any of the requirements
described in this memo may result in disciplinary action.

VI. Staff Contacts

Regulatory questions relating to this Information Memo should be addressed to:

• Patricia Bergholc, Director, FINRA Market Regulation, 917.281.3054; or
• Thomas C. Bruno, Director, FINRA Market Regulation, 917.281.3081, or
• Michael Fryer, Director, FINRA Market Regulation, 917.281.3071; or
• John C. Saxton, Jr., Director, FINRA Market Regulation, 917.281.3114.

Questions regarding the NYSE and NYSE MKT Rules cited in this memo should be addressed to:

• Clare Saperstein, Senior Vice President, NYSE Regulation, Inc., 212.656.2355, or
• David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166.

Operations questions concerning this memorandum should be addressed to:

• Paul Bauccio, Senior Vice President, Operations, 212.656.2929; or
• Dennis Pallotta, Director, Operations, 212.656.5236; or
• Sonia Rosa, Vice President, Operations, 212.656.2899.

Questions may also be directed to the FINRA On-Floor Surveillance Unit in person at the Unit's Booth on the
Floor.

Attachments

Quick-Reference Page

Information Memo 95-28 (July 10, 1995)

Information Memoranda 09-20 (May 5, 2009)

Information Memo 09-22 (May 28, 2009)

Information Memo 10-52 (December 22, 2010).

Information Memo 11-13 (May 16, 2011).

NYSE/NYSE MKT Close

• MOC/LOC entry

- Must be entered by 3:45 pm, unless offsetting a published imbalance.
- Must be entered electronically.

• Cancellation of MOC/LOCs

- Can be cancelled after 3:45 pm only in cases of legitimate error.

- Cannot be cancelled after 3:58 pm, even if legitimate error. * 
• Mandatory MOC/LOC Imbalance Publication

- One regulatory MOC/LOC publication at 3:45 pm, done systemically
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• Closing Offset (”CO”) Order

- Can be entered on either side of the market, at any time during the day.
- Can be used to offset any imbalance at the Close but does not yield to at price G orders.
*

- Not guaranteed to participate; may participate only to offset imbalance if no other interest
is remaining to trade at the closing price on the same side of the CO order.
- Cannot swing balance to other side.
- Time priority basis with other CO orders on the same side of the market.
- Not included in the mandatory MOC/LOC imbalance publication.
- Subject to the same restrictions on cancelling as MOC/LOC orders, i.e., cannot be

cancelled after 3:58 pm, even if legitimate error ** 
• Order Imbalance Data feeds (Proprietary Data product) to all customers (upstairs and Floor)

- Every 5 seconds beginning at 3:45 pm
- Compiled using:

• Reference price
• MOC/LOC imbalance and the side of the market
• At 3:55 pm, d-Quotes and all other e-Quotes containing pegging instructions

eligible to participate on the Close
• MOC/LOC paired quantity at reference price
• CO orders on the opposite side
• At-price LOC interest eligible to offset the imbalance.
• Price at which closing-only interest (MOC orders, marketable LOC orders and

CO orders on the opposite side of the imbalance) will execute in full
• Price where all orders eligible to trade on the Close would execute against

themselves and orders on DBK.
• d-Quotes for closing transactions must be entered by 3:59:50 pm.

Number 95-28

July 10, 1995

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Positioning to Facilitate Customer Orders

The purpose of this memorandum is to present the Exchange's view of various trading strategies employed
by member organizations to facilitate customer stock or program orders. Although it is not possible to provide
an all-inclusive discussion of these strategies, the Exchange believes it is important to describe the kind of
activity which would be inconsistent with just and equitable principles of trade.

A member organization “A” commits to sell (buy) securities after the close to (from) a customer at the closing
price on the Exchange. To position itself to facilitate this transaction, “A” buys (sells) the stock(s) throughout
the day in a proprietary account, assuming the risk of the market. In order to reduce the risk of the proprietary
position it is assuming during the day, “A” leaves a portion of the position to be executed at the close. If
the size of the transaction(s) “A” intends to execute at the close can reasonably be expected to impact the
closing price(s), “A” should not buy (sell) any stock related to that position near the close. (“:A” would not be
precluded from entering proprietary market-on-close orders for execution in the closing transaction, if “A”
is not representing any proprietary orders near the closing transaction). What constitutes “near the close”
depends upon the degree of risk which can reasonably be attributed to the position established by that trade
versus the reasonably anticipated impact the trade at the close will have on the closing price. While each
situation may be unique, depending upon the size of the transaction and the liquidity of the stock, generally
traded executed after 3:40 p.m. would be considered “near the close.” Engaging in such transactions for
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the firm's proprietary account would be conducted inconsistent with just and equitable principles of trade.
However, “A” would not be precluded from executing the customer's order on an agency basis at any time,
including at or near the close. It should be recognized, however, that this does not preclude the Exchange
from determining that such activity may be a violation of the anti-manipulative provisions of the Securities
Exchange Act of 1934 or Exchange rules.

Similarly, intra-day, it would be conduct inconsistent with just and equitable principles of trade for a member
organization to effect any transactions in a stock while knowing of the imminent execution of a block, in
order to subsequently liquidate the position by participating on the contra-side of the block transaction. For
example, if “A” knows a block will be bought one-quarter of a point up from the current market, “A” should not
buy stock to subsequently sell into the block transaction at the higher price.

In addition, it would be conduct inconsistent with just and equitable principles of trade for any person to
disclose to any other person trading strategies or customers' orders for the purpose of that person taking
advantage of the information for personal benefit or for the benefit of the member organization. This does not,
however, preclude a member organization from soliciting interest to trade with the contra side of a block in the
normal course of engaging in block facilitation activities.

Member organizations are required to establish and maintain procedures reasonably designed to review
facilitation activities for compliance with Exchange rules and federal securities laws. Member organizations
must ensure that trading strategies engaged in by their proprietary traders to facilitate customers' orders
have an economic basis and are not engaged in to mark the closing price or to mark the value of a position.
In addition, before any at-the-close customer order is transmitted to the Floor, the member organization
accepting the order must exercise due diligence to learn the essential facts relative to the order, including
the purpose and propriety of the at-the-close instructions, particularly when it has knowledge of other orders
executed for the customer's account during the day.

Questions regarding the above may be directed to Agnes Gautier at (212) 656-4608.

____________________

Robert J. McSweeney

Senior Vice President

Number 09-20

May 5, 2009

TO: NYSE AND NYSE AMEX EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENT TO RULE 123C TO ADD TEMPORARY RULE SUSPENSIONS FOR AN
EXTREME ORDER IMBALANCE AT THE CLOSE

I. Purpose

The purpose of this Information Memo is advise members and member organizations that the New York
Stock Exchange, LLC (“NYSE”) and NYSE Amex, LLC (“NYSE Amex”) (collectively, the “Exchanges”)
have amended Rule 123C to provide the Exchanges with the ability to temporary suspend certain rule

requirements relating to the closing of securities at the Exchanges. 1   These amendments delete the
temporary provisions of Rule 48(b) relating to an extreme market volatility condition at the close, which was
were added in October 2008, as previously discussed in Information Memo 08-48 (Oct. 3, 2008), and adopt
them as Rule 123C(8). Rule 123C(8)(a)(1) has been adopted as a six-month pilot and the remainder of Rule
123C(8) has been adopted on a permanent basis.

II. Background
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In October 2008, the NYSE amended Rule 48 to include the close of trading as a time when a qualified
Exchange officer would be permitted to declare an extreme market volatility condition. In such event, the
Exchange would temporarily suspend NYSE Rules 52 (Hours of Operation) and 123C(1) and (2) (Market on
the Close Policy and Expiration Policy), provided that certain requirements were met. Those amendments to
Rule 48 were temporary. When NYSE Amex relocated its equities operations to facilities and systems at 11
Wall Street, NYSE Amex Equities Rule 48, which is virtually identical to NYSE Rule 48, became operative for
NYSE Amex-traded equities securities.

III. Amendments to Rule 123C

The Exchanges have adopted the temporary amendments to Rule 48 by deleting those provisions from Rule
48 and moving them to Rule 123C, some on a permanent basis and some on a pilot basis. As part of the
amendments to Rule 123C, the Exchanges modified certain terms of the temporary suspensions and codified
certain practices for entry of orders after 4:00 p.m. Because the temporary suspensions are now governed by
Rule 123C, the Exchanges no longer need to declare a Floor-wide extreme market volatility condition at the
close before granting such relief and may grant such requests for relief, if warranted, on a security-by-security
basis. Such a temporary suspension is available to avoid, as appropriate, a closing price dislocation that may
result from extreme order imbalances at or near the close.

A. Rule 123C(8)(a)(1): Entering Offsetting Interest after 4:00 p.m.

Pilot Rule 123C(8)(a)(1) provides that the Exchanges may temporarily suspend Rule 52 on a security-by-
security basis so that interest may be solicited - including interest that may not have been present prior
to 4:00 p.m. - to offset any imbalance that may exist as of 4:00 p.m. (or earlier, in the case of an earlier
scheduled close). In connection with such solicitation requests:

• Interest must be solicited solely to offset any imbalance in a security that may exist as of 4:00 p.m.;
• The Exchanges will solicit such offsetting interest from both on-Floor and off-Floor participants

using NYSE Trader Updates and messages directed to Floor brokers' hand-held device and BBSS
screens;

• Exchange-issued solicitation requests will include information regarding security symbol, the
imbalance amount and side, the last sale price, and an order acceptance cut-off time designated by
the Exchange. The order acceptance cut-off time will generally be five minutes from the issuance of
the solicitation request. In no event will the Exchanges accept offsetting interest after 4:30 p.m.; and

• Offsetting interest represented at the trading post in response to a solicitation request must be a
limit order priced no worse than the last sale, irrevocable, and represented by a Floor broker by no
later than the order acceptance cutoff time indicated in the solicitation request.

When closing a security subject to a Rule 52 temporary suspension, the DMM will not accept offsetting
interest after the order acceptance cut-off time. The DMM may close the security earlier than the order
acceptance cut-off time if the DMM receives offsetting interest that pairs off the imbalance so that the closing
price would be reasonably contiguous to the last sale price, i.e., a price point within cents of the last sale price
that would not be considered a dislocating closing price as compared to the last sale price during a regular
auction closing process. All interest included in the closing transaction will receive an allocation consistent
with the current parity model.

Any offsetting interest entered after 4:00 p.m. during a temporary suspension of Rule 52 must also be entered
into the Front End Systemic Capture database (“FESC”), as required by Rule 123(e). Because such interest
may not have been known until after 4:00 p.m., a Floor broker may represent such offsetting interest after
4:00 p.m. without first entering the details of the order into FESC, as required by Rule 123, so long as such
orders are entered into FESC on an “as of” basis immediately following execution of the order.

Rule 123C(8)(a)(1) has been approved as a six-month pilot starting April 13, 2009.
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B. Rule 123C(8)(a)(2): Canceling MOC/LOC Legitimate Errors after 3:50 p.m.

Pursuant to Rule 123C(8)(a)(2), the Exchanges may temporarily suspend the restriction on canceling market-
on-close (“MOC”) and limit-on-close (“LOC”) orders after 3:50 p.m. on an order-by-order basis. Rules 123C(1)
and (2) provide that MOC and LOC orders cannot be canceled or reduced after 3:50 p.m. even if such
orders are legitimate errors. The amendments provide that if an erroneous MOC or LOC order would cause
significant price dislocation in the close, the Exchanges may consider temporarily suspending that restriction
on canceling or reducing an MOC/LOC order that is a legitimate error. For an MOC/LOC order that is a
legitimate error, but that would not have a significant impact on the closing price, the entering firm could not
take advantage of the temporary suspension. If it is determined that such an erroneous MOC/LOC order
would significantly dislocate the close, the Exchanges may grant a temporary suspension of Rule 123C(1) or
(2) so that such order can be cancelled or reduced at any time up until that particular security has closed.

C. Rule 123C(8)(b): Procedures for Granting Temporary Suspension of Rules

Only the DMM in a particular security may request the relief available under Rule 123C(8)(a) to temporarily
suspend either Rule 52 or Rule 123C(1) or (2). A determination to declare such a temporary suspension
on a security-by-security basis may be made after 4:00 p.m. (or earlier, in the case of an earlier scheduled
close). The determination to grant a temporary suspension under Rule 123C(8)(a), the entry or cancellation of
orders, and the closing of a security under that Rule must be supervised and approved by either an Executive
Floor Governor or a qualified NYSE Euronext employee, as defined under Rule 46(b)(v), and supervised by a
qualified Exchange Officer, as defined in NYSE Rule 48(d). Such requests should be memorialized on a Floor

Official Approval form. 2 

When determining whether to approve a temporary suspension under Rule 123C(8)(a), factors that may be
considered include, but are not limited to, when the order(s) that impacted the imbalance were entered into
Exchange systems or orally represented to the DMM, the impact of such order(s) on the closing price of that
security, the volatility of the security during the trading session, and the ability of the DMM to commit capital to
dampen the price dislocation.

IV. Supervision

Member organizations are reminded that they must have adequate written policies, procedures, and
supervisory controls reasonably designed to comply with Rule 123C(8), as described in this Memorandum.
Failure to have adequate written policies and procedures in place or to have an adequate supervisory system
in place may result in disciplinary action.

V. Staff Contacts

Questions regarding Rule 123C(8) should be directed to NYSE staff as follows.

Operational questions should be directed to:

Paul Bauccio, Vice President, Floor Operations, at (212) 656-2929

Regulatory questions should be directed to:

Clare Saperstein, Managing Director, Office of General Counsel, NYSE Regulation, at (212) 656-2355

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
Booth adjacent to the Main Room. Questions that are not time sensitive may also be submitted to Ask Market
Surveillance. (For information about the Ask Market Surveillance system, refer to Information Memo 2006-3,
which was issued on January 30, 2006, if you or your firm is not already a subscriber.)

____________________

Claudia Crowley
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Senior Vice President & Chief Of Staff

NYSE Regulation

Number 09-22

May 28, 2009

ATTENTION: COMPLIANCE AND LEGAL DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Procedures for Escalating and Addressing Inquiries Arising from Real-Time Regulatory or Trading
Issues

The purpose of this Information Memo is to remind all members and member organizations that they should
have a process in place to enable timely response to and resolution of inquiries from their employees or
NYSE Regulation, Inc. (“NYSE Regulation”) regarding real-time regulatory matters or trading activities on
the Floor or through NYSE systems. Such a process is mandated by Rule 342 which requires adequate
procedures for supervision and control of business activities, including a separate system of follow-up and
review, designed to achieve compliance with applicable rules and federal securities laws.

There have been recent instances in which Market Surveillance and/or member organization employees
have attempted to contact member organizations with respect to various regulatory issues but the member
organization was unable to promptly respond, and the matter could not therefore be resolved in a timely
fashion. The types of matters that require prompt escalation and attention include, but are not limited to,
account intrusion activity, unusually large orders that could have been submitted in error, unusual trading that
could be the result of aberrational algorithmic activity, potentially violative odd-lot transactions, or potentially
fraudulent or manipulative trading.

While it is important to maintain information barriers and confidentiality requirements, it is also necessary
that member organizations be able to quickly respond to real-time regulatory or trading issues in order to
maintain a fair and orderly market. NYSE Regulation recognizes that member organizations need to have
in place appropriate information barriers under applicable rules and federal securities laws and that such
information barriers may implicate the sharing of information within a business unit in a member organization.
To that end, member organizations should have policies and procedures that retain information barriers
while providing for the prompt escalation, review, and resolution of all real-time trading issues by legal and
compliance staff. Risk managers, compliance officers, and/or other appropriate individuals within a business
unit should have access to necessary information (live order information, position information, etc.) and
necessary areas at the member organization in order to resolve such inquiries. The responsible individual(s)
should also be sufficiently supported in resolving these inquiries.

The identity (name, title, and location) and contact information (telephone numbers, email address, etc.)
for each individual designated pursuant to the member organization's policies and procedures for response
to real-time trading issues should be provided to all applicable member organization employees. At the
member organization's discretion, this contact information may also be provided to Market Surveillance, via
the Electronic Filing Platform.

Member organizations should update this contact information on a rolling basis. Also, policies and procedures
should provide a mechanism for NYSE Regulation personnel to have prompt access to the designated
individual(s) regarding any such inquiries.

In addition, for any regulatory questions relating to real-time trading activities on the Floor or through
NYSE systems, member organizations may contact Patricia Bergholc, Director, Market Surveillance, (212)
656-4948, pbergholc@nyx.com.

Staff Contacts
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Questions regarding this Information Memo should be directed to Jean O'Rourke, Director, Market
Surveillance, (212) 656-6007, jorourke@nyx.com, or Peter Bon Viso, Senior Counsel, Market Surveillance,
(212) 656-5621, pbonviso@nyx.com.

____________________

John F. Malitzis

Executive Vice President

Market Surveillance

Number 10-52

December 22, 2010

TO: NYSE AND NYSE AMEX EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENT TO RULE 123C(9)(a)(1): ELECTRONIC INTEREST ACCEPTED AFTER 4:00 PM
TO OFFSET EXTREME IMBALANCE AT CLOSE

I. Purpose

The purpose of this Information Memo is to advise members and member organizations that the New York
Stock Exchange, LLC (“NYSE”) and NYSE Amex, LLC (“NYSE Amex”) (collectively, the “Exchanges”)
have filed to amend Rule 123C(9)(a)(1) to provide that if the Exchanges temporarily suspend the hours of
trading in order to solicit interest after 4:00 p.m. to offset an extreme order imbalance at the close, member
organizations can now enter interest electronically in response to such a solicitation. This rule change and
related system change will be effective January 3, 2011.

II. Background

In 2009, the Exchanges adopted, on a pilot basis, Rule 123C(8)(a)(1) (now Rule 123C(9)(a)(1)), which
provides that the Exchanges may temporarily suspend Rule 52 on a security-by- security basis so that
interest may be solicited - including interest that may not have been present prior to 4:00 p.m. - to offset any
imbalance that may exist as of 4:00 p.m. (or earlier, in the case of an earlier scheduled close). As set forth in
Information Memo 09-20 (May 5, 2009), in connection with such solicitation requests:

• Interest may be solicited solely to offset any imbalance in a security that may exist as of 4:00 p.m.;
• The Exchanges will solicit such offsetting interest from both on-Floor and off-Floor participants

using NYSE Trader Updates and messages directed to Floor brokers' hand-held device and BBSS
screens;

• Exchange-issued solicitation requests will include information regarding security symbol, the
imbalance amount and side, the last sale price, and an order acceptance cut-off time designated by
the Exchange. The order acceptance cut-off time will generally be five minutes from the issuance of
the solicitation request. In no event will the Exchanges accept offsetting interest after 4:30 p.m.; and

• Offsetting interest represented at the trading post in response to a solicitation request must be a
limit order priced no worse than the last sale, irrevocable, and represented by a Floor broker by no
later than the order acceptance cut-off time indicated in the solicitation request.

III. System and Rule Changes to Accept Electronic Interest After 4:00 p.m.

Beginning January 3, 2011, if the Exchange publishes a solicitation request pursuant to Rule 123C(9)(a)
(1), Exchange systems will be able accept interest entered electronically after 4:00 p.m. This after-hours
electronic order acceptance will be available only if Rule 123C9(a)(1) is invoked.

In connection with this systems change, the Exchanges have amended Rule 123C(9)(a)(1)(iii), effective
January 3, 2011, to remove the limitation that only Floor brokers may represent interest to respond to a
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solicitation request under the Rule and to adopt the rule on a permanent basis. The amendment also clarifies
that all interest submitted in accordance with the rule is executed consistent with to Exchange Rule 72(c). All
other aspects of the Rule and operation of Rule 123C(9)(a)(1) remain unchanged.

IV. Member Organization Compliance Obligations When Entering Electronic Interest After
4:00 p.m.

When Exchange systems have been opened after 4:00 p.m. pursuant to Rule 123C(9)(a)(1), the only interest
that may be entered after 4:00 p.m. is interest entered in response to a solicitation request. Exchange
systems will not verify side or price, and will not block post-4:00 p.m. cancellation of interest submitted under
this rule. Therefore, member and member organizations entering such interest are responsible for ensuring
compliance with the rule, such that the only interest that may be entered in response to such a solicitation
request is:

(i) offsetting;
(ii) a limit order priced no worse than the last sale price; and
(iii) not cancelled.

In addition, if Exchange systems have been opened after 4:00 p.m. in order to accept interest to offset an
extreme order imbalance at the close, during that period, member organizations and members may not
modify or cancel any orders that were entered before 4:00 p.m.

Failure to comply with these requirements for entering electronic interest in response to a solicitation request
is a violation of Exchange rules and may result in disciplinary action. In addition, member organizations are
reminded that they must have adequate written policies, procedures, and supervisory controls reasonably
designed to comply with Rule 123C(9)(a)(1), as described in this Memorandum. Failure to have adequate
written policies and procedures in place or to have an adequate supervisory system in place may also result
in disciplinary action.

V. Staff Contacts

Questions regarding Rule 123C(9)(a)(1) should be directed to Exchange staff as follows.

Operational questions should be directed to:

Paul Bauccio, Senior Vice President, Floor Operations, at (212) 656-2929

Regulatory questions should be directed to:

Clare Saperstein, Vice President, NYSE Regulation, at (212) 656-2355

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
Booth adjacent to the Main Room.

____________________

NYSE Regulation, Inc.

Number 11-13

May 16, 2011

TO: ALL NYSE AND NYSE AMEX EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW SEC RULE 15c3-5 GOVERNING SUPERVISION OF MARKET ACCESS

I. Purpose

New York Stock Exchange LLC (“NYSE”) and NYSE Amex Equities LLC (“NYSE Amex”) (collectively, the
“Exchange”) reminds members and member organizations that the new market access requirements set
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forth in SEC Rule 15c3-5 are scheduled to go into effect on July 14, 2011, and that members and member
organizations must have the required controls and procedures in place by that time. Failure to establish and
enforce the risk management controls and supervisory procedures required by SEC Rule 15c3-5 may also
violate Exchange Rules, including the supervisory requirements of Rule 342.

II. New SEC Rule 15c3-5

On November 3, 2010, the SEC adopted new Rule 15c3-5 to require broker-dealers with direct trading or
“market” access to an exchange or alternative trading system (“ATS”), or that provide a customer or any
other person with access to an exchange or ATS through use of its market participant identifier or otherwise,
to establish, document, and maintain a system of risk management controls and supervisory procedures
reasonably designed to manage the financial, regulatory, and other risks of its market access business. The
Rule applies to transactions by all broker-dealers with market access, and the Rule does not distinguish
between transactions for a broker-dealer's own account (including market making activities) and traditional
agency transactions.

SEC Rule 15c3-5 applies to any type of arrangement for “market access,” which is defined in Rule 15c3-5 as
“(i) access to trading in securities on an exchange or alternative trading system as a result of being a member
or subscriber of the exchange or alternative trading system, respectively; or (ii) access to trading in securities
on an alternative trading system provided by a broker-dealer operator of an alternative trading system to a
non-broker-dealer.” By virtue of the Rule's requirements, unfiltered, or “naked,” market access will no longer
be permitted.

As set forth in SEC Rule 15c3-5, the risk management controls and supervisory procedures must include the
following elements:

1. Financial Risk Management Controls and Supervisory Procedures

The financial risk management controls and supervisory procedures must be reasonably designed to
systematically limit the financial exposure of the broker-dealer that could arise as a result of market access,
including being reasonably designed to:

• Prevent the entry of orders that exceed appropriate pre-set credit or capital thresholds in the
aggregate for each customer and the broker-dealer and, where appropriate, more finely-tuned by
sector, security, or otherwise by rejecting orders if such orders would exceed the applicable credit or
capital thresholds; and

• Prevent the entry of erroneous orders, by rejecting orders that exceed appropriate price or size
parameters, on an order-by-order basis or over a short period of time, or that indicate duplicative
orders.

2. Regulatory Risk Management Controls and Supervisory Procedures

The regulatory risk management controls and supervisory procedures must be reasonably designed to
ensure compliance with all regulatory requirements, including being reasonably designed to:

• Prevent the entry of orders unless there has been compliance with all regulatory requirements that
must be satisfied on a pre-order entry basis;

• Prevent the entry of orders for securities for a broker-dealer, customer, or other person if such
person is restricted from trading those securities;

• Restrict access to trading systems and technology that provide market access to persons and
accounts pre-approved and authorized by the broker-dealer; and

• Assure that appropriate surveillance personnel receive immediate post-trade execution reports that
result from market access.
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SEC Rule 15c3-5 provides that a broker-dealer with market access may reasonably allocate, by written
contract, control over specific regulatory risk management controls and supervisory procedures to a client
that is a registered broker-dealer, provided that the broker-dealer with market access has a reasonable basis
for determining that such client, based on its position in the transaction and relationship with an ultimate
customer, has better access than the brokerdealer with market access to that ultimate customer and its
trading information such that it can more effectively implement the specified controls or procedures. In
addition, SEC Rule 15c3-5 provides that any such allocation of control does not relieve the broker-dealer with
market access from any obligation under the Rule, including the overall responsibility to establish, document,
and maintain a system of risk management controls and supervisory procedures reasonably designed to
manage the financial, regulatory, and other risks of market access.

III. Additional Considerations for Exchange Members and Member Organizations

Member organizations are reminded that under Exchange Rule 342 and FINRA Rule 3130, they must update
their existing written compliance and supervisory policies and procedures to reasonably ensure compliance
with the requirements of SEC Rule 15c3-5. Failure to have appropriate policies and procedures in place may
result in disciplinary action under Exchange rules.

The Exchange is assessing whether changes to its sponsored access rules are appropriate to align such
rules with SEC Rule 15c3-5. Previous guidance on sponsored or market access, and in particular the
relevant portions of Information Memo 02-48 (November 7, 2002), which sets forth the responsibilities
of Exchange members and member organizations when utilizing electronic order routing systems, are
superseded by SEC Rule 15c3-5 and may no longer be relied on. Members and member organizations
should note, however, that sponsored or market access arrangements must continue to comply with all
Exchange audit trail requirements, including the Front End Systemic Capture (“FESC”) requirements of Rule
123.

Finally, the Exchange does not anticipate disabling any existing connectivity arrangements solely as a
result of SEC Rule 15c3-5 going into effect. All member organizations must ensure that any connectivity
arrangements are in compliance with the Rule before July 14, 2011.

IV. Additional Information

Please note that the foregoing description of SEC Rule 15c3-5 is a summary of the applicable requirements,
and the actual rule text and adopting SEC release are controlling. Members and member organizations
should review the final adopting release for Rule 15c3-5 on the SEC's website at http://www.sec.gov/rules/
final/2010/34-63241.pdf. The SEC has also created a Small Entity Compliance Guide, which can be found at
http://www.sec.gov/rules/final/2010/34-63241-secg.htm.

V. Staff Contact Information

Questions regarding this Information Memo should be directed to:

NYSE Regulation Contacts

Clare Saperstein, Vice President, NYSE Regulation, Inc., 212.656.2355, or

David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166.

FINRA Contacts

Sue Lui Facendola, Vice President, Member Trading, 917.281.3085, or

Peter Stoehr, Vice President, TMMS Administration, 212.858.4722.

____________________
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NYSE Regulation, Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  A "legitimate error" is an error in any term of a MOC/LOC order, such as price, number of shares, buy/
sell, or identification of the security. See Rule 123C(1)(c).

2  Imbalance publications include both MOC and marketable LOC orders (based on the last sale price
at the time the publication is made). See Rule 123C(1)(b) & (d), defining "Informational Imbalance
Publications" and "Mandatory MOC/LOC Imbalance Publications." For more information on how
imbalance publications are calculated, see Rule 123C(4).

3  For more information on the execution of orders at the Close, see Rule 123C(7).
*  Rule 123C(7)(b) was amended earlier this year to provide that G orders with a price equal to the closing

price are the last interest eligible to offset a closing imbalance.
**  Except as provided in Rule 123C(9)(a).
1  See SEC Release No. 59755 (Apr. 13, 2009), 74 FR 18009 (Apr. 20, 2009) (SR-NYSE-2009-18 and SR-

NYSEAltr-2009-15).
2  See Member Education Bulletin 2006-24 (Dec. 29, 2006), which describes the Floor Official Approval

process. Floor Official Approval forms, which are available in the On-Floor Surveillance Unit's booth, are
one-page, pressure-sensitive reports that provide copies for the participants in the approval process. The
member submitting the Form to the On-Floor Surveillance Unit should retain a copy of the Form, as a
required business record under Rule 440.
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March 27, 2014

   TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: RETIREMENT OF FESC REPORT CARDS

*PLEASE SHOW TO YOUR COMPLIANCE OFFICER*

This notice advises New York Stock Exchange LLC and NYSE MKT LLC (collectively, the “Exchange”)
members and member organizations that the Front End Systemic Capture System (“FESC”) Report Cards,
currently residing in the Financial Industry Regulatory Authority (“FINRA”) Report Center, will be retired
effective April 1, 2014.

Exchange Rules 123(e) and (f) require members and member organizations to submit order information to
FESC before orders are represented on the Floor, and report executions of such orders through FESC. The
Rules require the submission of data elements to be recorded when such orders are entered and the related
executions are reported.

FESC Report Cards were intended to provide members and member organizations with information to
supplement their compliance programs. However, with the automation of certain Floor related trading
activities in the past several years, the primary purpose for the FESC Report Cards has been rendered

obsolete. Accordingly, FESC Report Cards will be retired effective April 1, 2014. 1 

Consistent with prior guidance, members and member organizations are reminded to have appropriate
policies, procedures, and controls to ensure members and staff responsible for order handling remain in

compliance with FESC requirements. 2 

Questions concerning interpretation of Exchange Rules in connection with this Information Memorandum
should be directed to:

• Clare Saperstein, Senior Vice President, NYSER, 212.656.2355, or,
• David De Gregorio, Chief Counsel, NYSER, 212.656.4166.

Regulatory questions in connection with this Information Memorandum should be directed to:

• Michael P. Fryer, Director, FINRA, 917.281.3071.

Technology questions in connection with this Information Memorandum should be directed to:

• Shameer Yasin, Senior Director, FINRA, 212.858.3901.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Historical FESC Report Card information will remain available via the FINRA Report Center.
2  Refer to Exchange Rules 123(e) and (f) for a comprehensive list of required data elements.
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March 10, 2014

   TO: All MEMBERS AND MEMBER ORGANIZATIONS

FROM: NYSE REGULATION, INC.

SUBJECT: AMENDMENT TO RULES 104 AND 123C TO ALLOW DMMS TO CLOSE A SECURITY
ELECTRONICALLY

This notice advises New York Stock Exchange LLC (“NYSE”) and NYSE MKT LLC (“NYSE MKT”)
(collectively, the “Exchange”) members and member organizations that the Exchange has amended Rules
104 and 123C to specify that closings may be effectuated electronically. The functionality for DMMs to close a
security electronically was available beginning February 26, 2014.

Rule 104(a)(3) currently provides that DMMs have the responsibility, among other things, to facilitate the
close of trading for each of the securities in which the DMM is registered as required by Exchange rules
(including Rule 123C), which may include supplying liquidity as needed. Rule 104(b) further provides that
DMM units have the ability to employ algorithms for quoting and trading consistent with NYSE and SEC
regulations.

The Exchange recently added supplementary material to Rule 123C providing that closings may be
effectuated manually or electronically. Effective February 26, 2014, DMM units are able to use algorithms to
close securities electronically.

The Exchange also amended Rule 104(a)(3) to add that DMM and DMM unit algorithms will have access
to aggregate order information in order to comply with their requirement to facilitate the close of trading as

required by Exchange rules. 1   Rule 104(b)(iii) has been amended to add a qualifying statement that, except
as provided for in Rule 104(a)(2) and new Rule 104(a)(3), the DMM unit's system employing algorithms will
not have access to order information that is not publicly available.

DMMs are reminded that Rules 104(b)(i) and (v) require all functions performed by a DMM unit's algorithm to
operate consistent with NYSE and SEC rules and regulations. For example, if there is interest represented in
the trading crowd that must be included in the closing transaction pursuant to Rule 123C(7)(a)(iii), the DMM
would need to use a manner of closing the security that assures that such interest is properly represented.
DMMs are also reminded that they are not exempt from NYSE rules when using algorithms to close a security
electronically, including the obligation to maintain a fair and orderly market and rules requiring Floor Official
consultation or approval in connection with the close.

Operational questions regarding this Information Memo should be directed to:

• Paul Bauccio, Senior Vice President, NYSE Operations, at 212.656.2929, or
• Michael Rutigliano, Senior Vice President, NYSE Operations, at 212.656.4679.

Questions regarding the Exchange Rules cited in this notice may be addressed to:

• Clare Saperstein, Senior Vice President, NYSE Regulation, Inc., 212.656.2355, or
• David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Footnotes

1  The new provision in Rule 123C parallels current Rule 123D(1), which specifies that openings may be
effectuated manually or electronically. Similarly, the new provision in Rule 104(a)(3) mirrors current Rule
104(a)(2), which provides that the DMM and DMM unit algorithms will have access to aggregate order
information in order to comply with their requirement to facilitate the opening.
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February 25, 2014

   TO: ALL FLOOR BROKERS

FROM: NYSE REGULATION, INC.

SUBJECT: RULE 72(d): BLOCK-SIZED AGENCY CROSSING TRANSACTIONS

This notice reminds New York Stock Exchange LLC (“NYSE”) and NYSE MKT LLC (“NYSE MKT”)
(collectively, the “Exchange”) Floor brokers that block-sized agency crosses under Rule 72(d) can only be
effectuated when in possession of an order to buy and an order to sell an equivalent amount of the same
security, and both orders are for 10,000 shares or a quantity of stock having a market value of $200,000 or
more, whichever is less.

Floor brokers may NOT aggregate orders to meet the Rule's minimum share or dollar value requirement.

Examples:

1. A Floor broker receives an order to buy 10,000 shares of XYZ security and an order to sell 10,000
shares of XYZ. Because each order meets the minimum size of 10,000 shares, the broker may
“cross” those orders pursuant to Rule 72(d) at a price at or within the Exchange best bid or offer (a

“72(d) crossing transaction”). 1 
2. A broker receives two orders to buy 5,000 shares each of XYZ and an order to sell 10,000 shares of

XYZ. In this case, the Floor broker does not have “an order” to buy 10,000 shares of XYZ. The Floor
broker may not aggregate the two 5,000 share orders to meet the 10,000 share size requirement
and, therefore, may not effect a 72(d) crossing transaction.

Brokers are reminded that manual transactions properly effected at the cross price under Rule 72(d) should
be printed as “stopped stock” and that they should take care to properly advise DMMs as to how such manual

trades are printed. 2 

Floor brokers should reasonably ensure that their written policies and procedures reflect these requirements
and are reminded that violations of these rules or related Exchange rules could result in the imposition of
formal or informal disciplinary action.

Questions regarding this notice should be addressed to:

• Clare Saperstein, Senior Vice President, NYSE Regulation, Inc., 212.656.2355, or
• David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  A 72(d) crossing transaction cannot be effected for the account of a Floor broker or his or her member
organization, an account of an associated person, or an account with respect to which the member,
member organization or associated person thereof exercises investment discretion. Floor brokers must
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also continue to comply with Rule 76's requirement to verbally announce their intention to effect a 72(d)
crossing transaction at the point of sale.

2  Brokers are also reminded that a 72(d) crossing transaction is required only to the extent that priority is
established when printing the transaction at the NYSE bid or offer for orders satisfying the Rule 72(d)
minimum share or dollar value requirement.
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February 25, 2014

   TO: All MEMBERS AND MEMBER ORGANIZATIONS

FROM: NYSE REGULATION, INC.

SUBJECT: FEE RATE ADVISORY

I. Purpose

New York Stock Exchange LLC (“NYSE”) and NYSE MKT LLC (“NYSE MKT”) (collectively, the “Exchange”)
members and member organizations are advised that the Securities and Exchange Commission has
announced an adjustment to certain fees charged to registered broker-dealers and other market participants
pursuant to the Securities Act of 1933 (“Securities Act”) and the Securities Exchange Act of 1934 (“Exchange
Act”). The changes take effect on March 18, 2014.

II. Background

Under the Investor and Capital Markets Fee Relief Act, annual adjustments are made by the Commission to
rates that are paid under Section 6(b) of the Securities Act and Sections 13(e), 14(g), and 31 of the Exchange
Act. The Exchange Act requires the Commission to adjust the Section 31 fee rate on an annual basis to
levels the SEC estimates will generate collections equal to numeric targets set in the statute. The Act also
requires the Commission to adjust the Section 31 fee rate if it estimates that the baseline estimate of the
dollar volume of sales of securities used to calculate the annual adjusted fee rate is reasonably likely to be
10 percent (or more) greater or less than the actual dollar volume for that fiscal year. Pursuant to Exchange
Rule 440H (“Activity Assessment Fees”), the Exchange offsets its Section 31 fee obligations by collecting
“Activity Assessment Fees” from member organizations based on securities transaction data reported by the

Depository Trust & Clearing Corporation at a rate equal to that prescribed under Section 31. 1 

III. Fee Adjustment

Pursuant to SEC Press Release No. 2014-30, dated February 13, 2014, the Section 31 fee rate applicable
to securities transactions for all trades settling on or after March 18, 2014 on the NYSE and NYSE MKT will
increase from the current rate of $17.40 per million dollars of transactions to $22.10 per million dollars in
transactions. The Section 31(d) security futures transactions assessment will remain at the current rate of
$0.0042 for each round turn transaction.

IV. Contact Information

Questions regarding the new fee rate for Section 31 may be directed to the SEC's Office of Interpretation and
Guidance in the Division of Trading and Markets at (202) 551-5777 or tradingandmarkets@sec.gov.

Questions regarding Rule 440H can be directed to Patrick Boyle at (212) 656-5280.

Additionally, you may contact your FINRA Regulatory Coordinator with any questions you may have
regarding this memo.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Footnotes

1  For additional information on Rule 440H and Transaction Fees, see NYSE Information Memos 04-42
(dated August 5, 2004), 05-36 (dated May 13, 2005), 05-48 (dated July 19, 2005), 05-92 (dated
December 6, 2005), 06-77 (dated November 3, 2006), 07-46 (dated May 21, 2007), 08-03 (dated
January 14, 2008), 08-16 (dated March 28, 2008), 09-17 (dated April 2, 2009), 10-04 (dated January 1,
2010), 10-13 (March 15, 2010), 11-2 (dated January 7, 2011), 12-5 (January 25, 2012), 12-7 (March 14,
2012) and 13-7 (May 9, 2013).
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January 30, 2014

   TO: All MEMBERS AND MEMBER ORGANIZATIONS

FROM: NYSE REGULATION, INC.

SUBJECT: ACCOUNT TYPE INDICATOR PHASE-IN ON HOLD

Information Memo 12-25 (October 9, 2012) advised New York Stock Exchange LLC (“NYSE”) and NYSE
MKT LLC (“NYSE MKT”, together with NYSE, the “Exchange”) members and member organizations that,
among other things, the Exchange was eliminating certain obsolete equities Account Type Indicators (“ATI”).
The implementation deadline has been extended several times, most recently to February 3, 2014.

The Exchange has determined to temporarily suspend implementing the ATI phase-in until further
notice while the Exchange assesses the list of ATIs in Attachment A to Information Memorandum
12-25. Accordingly, member organizations may continue using the ATIs the Exchange proposed eliminating
until further notice.

Operational questions regarding this Information Memo should be directed to:

Bob Airo, Senior Vice President, NYSE Operations, 212.656.5663.

Questions regarding the NYSE and NYSE Amex Equities Rules and ATI requirements cited in this notice may
be addressed to:

Clare Saperstein, Senior Vice President, NYSE Regulation, Inc., 212.656.2355, or

David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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January 24, 2014

   TO: All MEMBERS AND MEMBER ORGANIZATIONS

FROM: NYSE REGULATION, INC.

SUBJECT: ENHANCED BROKERS' INTERNET PLATFORM (EBIP) FORM

Please note that an amendment to Rule 451 of the NYSE Rulebook, effective January 1, 2014, permits
member organizations to charge issuers a new fee in relation to the establishment of an Enhanced Brokers'
Internet Platform (“EBIP”), as defined in the rule. The new rule requires a member organization to provide
timely notification to the Exchange when an EBIP becomes operational, including details of any limitations on
the availability of the EBIP to such member organization's customers. The text of the new rule (NYSE Rule
451, Supplementary Material .90, and Section 7) is provided below and member organizations should use the
attached form to provide the Exchange with the required notice of qualifying EBIPs:

“During the period ending December 31, 2018, there shall be a supplemental fee of 99 cents for each new
account that elects, and each full package recipient among a brokerage firm's accounts that converts to,
electronic delivery while having access to an Enhanced Brokers' Internet Platform (“EBIP”). This fee does
not apply to electronic delivery consents captured by issuers (for example, through an open-enrollment
program), nor to positions held in Managed Accounts (as defined in Section 6, above) nor to accounts voted
by investment managers using electronic voting platforms. This is a one-time fee, meaning that an issuer may
be billed this fee by a particular member organization only once for each account covered by this rule. Billing
for this fee should be separately indicated on the issuer's invoice and must await the next proxy or consent
solicitation by the issuer that follows the triggering election of electronic delivery by an eligible account. For
the avoidance of doubt it is noted that accounts receiving a notice pursuant to the use of notice and access
by the issuer, and accounts to which mailing is suppressed by householding, will not trigger the fee under this
section.

To qualify under this section, an EBIP must provide notices of upcoming corporate votes
(including record and shareholder meeting dates) and the ability to access proxy materials and
a voting instruction form, and cast the vote, through the investor's account page on the member
organization's web site without an additional log-in.

Any member organization with a qualifying EBIP must provide notice thereof to the Exchange, including the
date such EBIP became operational, and any limitations on the availability of the EBIP to its customers.

Conversions to electronic delivery by accounts with access to an EBIP need to be tracked for the purpose
of reporting the activity to the NYSE when requested, as do records of marketing efforts to encourage
account holders to use the EBIP. In addition, records need to be maintained and reported to the NYSE when
requested regarding the proportion of non-institutional accounts that vote proxies after being provided access
to an EBIP.”

Please direct any questions about the new EBIP fee or the required EBIP notice to Judy McLevey, Vice
President of Corporate Actions & Market Watch, at 212.656.4509 or jmclevey@nyx.com.

Enhanced Brokers' Internet Platform (EBIP) Form

The following is the form of notice to be provided to the Exchange by any member organization with a
qualifying EBIP. Submission of this form will constitute a representation by the member organization to the
Exchange that its EBIP meets the qualifications stated in the above rule. The completed form must be sent by
email to the Exchange at proxyadmin@nyx.com.
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If the member organization uses an intermediary to assist in processing proxy distributions, please provide
the name of the intermediary below as well as any identification/customer number or code used by the
intermediary to identify the member organization. The Exchange must also be notified of the date on which
the EBIP became operational and whether there are any limitations on the availability of the EBIP to the
member organization's customers.

As stated in the rule, conversions to electronic delivery by accounts with access to an EBIP need to be
tracked for the purpose of reporting the activity to the NYSE when requested, as do records of marketing
efforts to encourage account holders to use the EBIP. In addition, records need to be maintained and
reported to the NYSE when requested regarding the proportion of non-institutional accounts that vote proxies
after being provided access to an EBIP.

Name of Member Organization:

NYSE CRD Number:

Intermediary (if one is used):

(Include any intermediary identification/customer number or code)

The EBIP became operational on the following date:

(For EBIPs already in operation on January 1, 2014, you may use January 1, 2014 as the date here.)

Specifically describe any limitations on the availability of the EBIP to the member organizations' customers:

(e.g., if the EBIP is available only to a certain segment of the member organization's customers)

____________________________________________________________________________________________________

Signed/Approved by __________________________________________________:

Date:

Name:

Title:

Phone:

Email:

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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January 23, 2014

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

FROM: NYSE REGULATION, INC

SUBJECT: AMENDMENTS TO RULE 104 (DEALINGS AND RESPONSIBILITIES OF DMMS)

IMPORTANT - READ IN ENTIRETY PLEASE SHOW TO YOUR
COMPLIANCE OFFICER AND HEAD OF TRADING OPERATIONS

The New York Stock Exchange LLC (“NYSE”) and NYSE MKT LLC (“NYSE MKT”) (collectively, the
“Exchange”) recently amended Rule 104 (Dealings and Responsibilities of DMMs) to add new section
(j) to the Rule that, among other things: (1) codifies certain traditional Trading Floor functions that may
be performed by DMMs; (2) provides DMMs with access to certain market information; and (3) amends
Exchange rules governing the ability of DMMs to provide market information to Floor brokers. Conforming
amendments to other rules have also been made. Copies of the amended rules are attached.

These changes will be implemented on January 27, 2014. 1 

I. Codification of Traditional DMM Trading Floor Functions

New Rule 104(j)(i) codifies certain traditional Trading Floor functions formerly performed by specialists and
now performed by DMMs, including the following:

• maintaining order among Floor brokers manually trading at the DMM's assigned panel, including
managing trading crowd activity and facilitating Floor broker executions at the post;

• facilitating Floor broker interactions, including participating as a buyer or seller, and appropriately
communicating to Floor brokers the availability of other Floor broker contra-side interest;

• assisting Floor brokers by providing information regarding the status of a Floor broker's orders,
helping to resolve errors or questioned trades, adjusting errors, and cancelling or inputting Floor
broker agency interest on behalf of a Floor broker; and

• researching the status of orders or questioned trades.

II. DMM Access to Certain Order Information

New Rule 104(j)(ii) codifies which type of information is available to DMMs at the trading post:

• aggregated information about buying and selling interest for securities in which the DMM is
registered;

• disaggregated information about the price and size of any order or e-Quote and the entering and
clearing firm information for such order or e-Quotes except orders or e-Quotes, or any portion

thereof, that a market participant has elected not to display to a DMM; 2   and,
• post-trade information.

As is the case today, the aggregated trading interest at each price point, including the reserve portion of a
Reserve e-Quote, is available to the DMM. Beginning January 27, 2014, DMMs will also be able to access
trading interest at each price point on a disaggregated basis, including the price and size of all displayable
interest submitted by off-Floor participants and all e-Quotes, including Reserve e-Quotes that have not been
designated Do Not Display by a Floor broker. DMMs will also have access to the entering and clearing firm
information for such disaggregated orders.
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Members, member organizations and other market participants are reminded that if they do not want their
orders to be made available to DMMs and, by extension, potentially to Floor brokers as well, they have the
choice to enter Non-Display Reserve Orders or Reserve e-Quotes marked Do Not Display, which is fully dark
interest that would not be available to the DMM on either an aggregated or disaggregated basis and that

would not participate in manual executions. 3 

It should be noted that Exchange systems will at no time provide DMMs or Floor brokers with access to any
information about the ultimate customer (i.e., the name of the member or member organization's customer) in
an order or transaction.

III. DMM's Ability to Provide Market Information on the Trading Floor

Rule 115 has been deleted and a new subsection (iii) added to Rule 104(j) modifying the circumstances
under which DMMs are permitted to provide market information to Floor brokers and visitors to the Trading

Floor. 4 

Under new Rule 104(j)(iii), DMMs can continue to provide Floor brokers with aggregated order information.
DMMs can also provide to Floor brokers disaggregated and post-trade order information to which they
have access under new Rule 104(j)(ii). However, a DMM can provide this information only in response
to a specific request by a Floor broker at the DMM post in the normal course of business. Floor brokers
requesting disaggregated order information must do so in person at the post and cannot submit such an
inquiry electronically. DMMs cannot provide market information to Floor brokers electronically.

Please note, as described more fully in Section IV below, the purpose for the Exchange adding this new
subsection.

IV. Specific Guidance for Floor Brokers

The Exchange notes that one of the purposes of amending Rule 104 to permit disaggregated order
information to be made available to Floor brokers and, by extension, to Floor brokers' customers, is
to facilitate order interaction by expanding the possible points of contact with member organizations
representing block trading interest. A Floor broker's customer may have networks of relationships that differ
from and extend beyond those of the Floor broker, thereby increasing the opportunities for order interaction
and reduced transaction costs for the investing public. Floor brokers should be mindful of this goal when
requesting market looks from DMMs, i.e., that the purpose of requesting such information should be for
facilitating transactions by bringing willing buyers and sellers together.

Floor brokers are reminded that if they use a wireless hand-held device to disseminate market looks, they
are subject to the requirements of Rule 36.70(b)(1), which provides, in relevant part, that Floor brokers are
permitted to provide their customers with information about buying and selling interest in the market, provided
that the customer is a person whom the Floor broker reasonably believes is receiving the order- related
messages in consideration of a securities transaction or potential securities transaction with a Floor broker.
Floor brokers should follow these considerations when providing market look information to a customer orally
as well.

Floor brokers should reasonably ensure that their written policies and procedures reflect these requirements
and clearly state that electronic and oral looks should only be provided to a person the Floor broker
reasonably believes is receiving the order-related messages in consideration of a securities transaction or
potential securities transaction with a Floor broker.

V. Reporting Potential Misuse of Disaggregated Order Information

A member organization that believes that information about orders entered at the Exchange is being misused
may report such to complaints@nyx.com.
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VI. Contacts

Questions regarding the rules cited in this notice should be addressed to:

• Clare Saperstein, Senior Vice President, NYSE Regulation, Inc., 212.656.2355, or
• David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166.

Attachment (Amended Rules 13, 70, 104 & 115)

EXHIBIT 5

Additions underscored

Deletions [bracketed]

NYSE Rules

* * * * *

Rule 13. Orders and Modifiers

* * * * *

Reserve Order Types

(a) through (b) No change.

(c) Minimum Display Reserve Order

A “Minimum Display Reserve Order” is a limit order that shall have a portion of the interest displayed
when the order is or becomes the Exchange BBO and a portion of the interest (reserve interest) that
is not displayed. When executions of the displayed interest reduce that portion below the interest
designated to be displayed, the reserve interest will replenish the displayed interest. A Minimum
Display Reserve Order must have a minimum of one round lot displayable. Each time a Minimum
Display Reserve Order is replenished from reserve interest, a new time- stamp is created for the
replenished portion of that Minimum Display Reserve Order, while the reserve interest retains the
time-stamp of its original entry. The portion of the interest displayed when the order is or becomes
the Exchange BBO is included in the information available for dissemination by the DMM [pursuant to
Exchange Rule 115].

(d) through (e) No change.

* * * * *

Rule 70. Execution of Floor Broker Interest

* * * * *

(e) The aggregate number of shares of [agency interest in the files] e-Quotes at each price shall be made
available to the DMM in securities registered with the DMM. A DMM shall have access to information about
e-Quotes on a disaggregated basis, except as provided in subparagraph (f) below. [A Floor broker has
discretion to exclude all of his or her agency interest, subject to the provisions below, from the aggregated
agency interest information available to the DMM consistent with Exchange rules governing Reserve Orders.]

(f)  A Floor broker may enter e-Quotes with reserve interest (“Reserve e-Quotes”) with or without a
“displayable” portion (as defined in Rule 13). A Reserve e-Quote entered with a portion of the order
displayable must have a minimum of one round lot displayable (“Minimum Display Reserve e-Quote”).
Exchange systems shall display and process Reserve e-Quotes consistent with the provisions of Rule 13
governing Reserve Orders, subject to the provisions below:
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(i) A Minimum Display Reserve e-Quote shall participate in both automatic and manual executions.
Information about Minimum Display Reserve e-Quotes, including the reserve portion, is included in
the aggregated interest at each price point available to DMMs and shall be made available to the
DMM on a disaggregated basis. If a Floor broker chooses to exclude a Minimum Display Reserve
e-Quote from the DMM: (A) the entire Minimum Display Reserve e-Quote shall be available to
the DMM as part of the aggregated interest at a price point; and (B) none of the Minimum Display
Reserve e-Quote shall be available to the DMM on a disaggregated basis. [Floor broker agency
interest excluded from the aggregated agency interest information available to the DMM is able to
participate in automatic executions and not in manual executions.]

(ii) A Reserve e-Quote without a displayable portion (“Non-Display Reserve eQuote”) shall participate
in both automatic and manual executions. Information about Non-Display Reserve e-Quotes shall
be included in the aggregated interest at each price point available to DMMs and shall be made
available to the DMM on a disaggregated basis. If a Floor broker chooses to exclude a Non-Display
Reserve eQuote from the DMM, information about the Non-Display Reserve e- Quote shall not be
available to the DMM either as part of the aggregated interest at a price point or in disaggregated
form and the excluded Non-Display Reserve e-Quote shall not participate in manual executions.
[Floor broker agency interest that is not excluded from the aggregated agency interest information
available to the DMM is able to participate in automatic executions and in manual executions.]

* * * * *

(h) (i) Floor broker agency interest placed within files may participate in the opening and closing trades in
accordance with Exchange policies and procedures governing the open and close and the provisions of
Supplementary Material .25 and .26 below.

(ii) Floor broker agency interest may be placed within files prior to the opening trade, regardless of the
Floor broker's location on the Floor, provided they have complied with the requirements of Rule 123(e).
However, Floor brokers must be in the Crowd at the open in order to participate in the opening trade
and any agency interest entered prior to the open in securities that are not part of such Crowd must be
cancelled before the open.

(i) The ability of a Floor broker to have reserve interest will be available during the open and during the close.
The ability of a Floor broker to exclude volume from [aggregated agency interest] information available to the
DMM will not be available during the open and the close. [Floor broker agency interest will not be excluded
from the aggregate agency interest information available to the DMM during a manual execution.]

* * * * *

.25 Discretionary Instructions for Bids and Offers Represented via Floor Broker Agency
Interest Files (e- Quotes SM)

(a)

* * * * *

(vii) Discretionary instructions apply to both displayed and reserve interest, including reserve interest that is
excluded from the [aggregate reserve size visible ] information available to the DMM on the Floor.

* * * * *

Rule 98 Former. Restrictions on Approved Person Associated with a DMM's Member
Organization

* * * * *

Guidelines for Approved Persons Associated with a DMM's Member Organization
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(a) No change.

(b) The “functional regulation” contemplated by these Guidelines essentially calls for the establishment of
procedures that are sufficient to restrict the flow of privileged information between the approved person and
the associated DMM member organization. Such procedures shall be expected to preclude the possibility that
such privileged information, as discussed in the subparagraph below, will be made available to be used in
any way to influence a particular trading decision by a DMM in the associated DMM member organization,
or vice versa. Generally, in order to obtain the exemptions from the Rules discussed in paragraph (a) above,
the approved person and the DMM member organization that is to be associated with such approved person,
should establish their respective operational structures along the lines discussed below.

* * * * *

(viii) Confidentiality of DMM's “Book” The approved person and the associated DMM member organization
should establish procedures to ensure that information pertaining to orders in a registered security left with
any DMM member of the DMM member organization shall be kept confidential, and shall not be made
available, either directly or indirectly, to any officer, director, partner, or employee of the approved person,
except as provided in Rule 104(j) [115] or in any other Rule of the Exchange.

* * * * *

Rule 104. Dealings and Responsibilities of DMMs

* * * * *

The provisions of this rule shall be in effect during a Pilot set to end on July 31, 2013.

(a) DMMs registered in one or more securities traded on the Exchange must engage in a course of dealings
for their own account to assist in the maintenance of a fair and orderly market insofar as reasonably
practicable. The responsibilities and duties of a DMM specifically include, but are not limited to, the following:

* * * * *

[(6) DMMs, trading assistants and anyone acting on their behalf are prohibited from using the Display Book®
system to access information about Floor broker agency interest excluded from the aggregated agency
interest and Minimum Display Reserve Order information other than for the purpose of effecting transactions
that are reasonably imminent where such Floor broker agency and Minimum Display Reserve Order interest
information is necessary to effect such transaction.]

* * * * *

(j) Trading Floor Functions of DMMs

(i) A DMM may perform the following Trading Floor functions:

(A) maintain order among Floor brokers manually trading at the DMM's assigned panel;

(B) bring Floor brokers together to facilitate trading, which may include the DMM as a buyer or
seller;

(C) assist a Floor broker with respect to an order by providing information regarding the status
of a Floor broker's orders, helping to resolve errors or questioned trades, adjusting errors, and
cancelling or inputting Floor broker agency interest on behalf of a Floor broker; and

(D) research the status of orders or questioned trades on his or her own initiative or at the
request of the Exchange or a Floor broker when a Floor broker's handheld device is not
operational, when there is activity indicating that a potentially erroneous order was entered or a
potentially erroneous trade was executed, or when there otherwise is an indication that improper
activity may be occurring.
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(ii) The Exchange may make systems available to a DMM at the post that display the following
information about securities in which the DMM is registered: (A) aggregated buying and selling interest;
(B) the price and size of any individual order or Floor broker agency interest file and the entering and
clearing firm information for such order, except that the display shall exclude any order or portion
thereof that a market participant has elected not to display to a DMM; and (C) post-trade information. A
DMM may not use any information provided by Exchange systems pursuant to this subparagraph (ii) in
a manner that would violate Exchange rules or federal securities laws or regulations.

(iii) The DMM may provide market information that is available to the DMM at the post as described in
subparagraph (j)(ii) to: (A) respond to an inquiry from a Floor broker in the normal course of business;
or (B) visitors to the Trading Floor for the purpose of demonstrating methods of trading; provided,
however, that a Floor broker may not submit an inquiry pursuant to this subparagraph (j)(iii) by
electronic means and the DMM may not use electronic means to transmit market information to a Floor
broker in response to a Floor broker's inquiry pursuant to this subparagraph (j)(iii).

(k) [(j)] Temporary DMMs. In the event of an emergency, such as the absence of the DMM, or when the
volume of business in the particular stock or stocks is so great that it cannot be handled by the DMMs without
assistance, a Floor Governor may authorize a member of the Exchange who is not registered as a DMM in
such stock or stocks, to act as temporary DMM for that day only.

A member who acts as a temporary DMM by such authority is required to file with NYSE Regulation's Division
of Market Surveillance, at the end of the day, a report showing (a) the name of the stock or stocks in which
he so acted, (b) the name of the regular DMM, (c) the time of day when he so acted, and (d) the name of the
Floor Governor who authorized the arrangement. The necessary forms may be obtained at the Information
Desk.

The Floor Governor will not give such authority for the purpose of permitting a member not registered as
DMM habitually to relieve another DMM at lunch periods, etc.

If a temporary DMM substitutes for a DMM, and if no DMM is present, the temporary DMM is expected to
assume the obligations and responsibilities of DMMs for the maintenance of the market.

* * * * *

Rule 115. Reserved [Disclosure of Orders by DMMs

A member acting as a DMM may disclose any market information:

(i) for the purpose of demonstrating the methods of trading to visitors to the Floor;

(ii) to other market centers in order to facilitate the operation of ITS or any other Application of the System;
and

(iii) while acting in a market making capacity, to provide information about buying or selling interest in the
market, including (a) aggregated buying or selling interest contained in Floor broker agency interest files
other than interest the broker has chosen to exclude from the aggregated buying and selling interest, (b)
aggregated interest of Minimum Display Reserve Orders and (c) the interest included in DMM interest files,
excluding CCS interest as described in Rule 1000(c), in response to an inquiry from a member conducting a
market probe in the normal course of business.

• • • Supplementary Material: 

.10 A member acting as a DMM shall supply information relating to limit orders held by such member as
provided for in the Plan for ITS. The Plan, as currently in effect, provides as follows:

With respect to limit orders held by any DMM on any Participant in any stock traded through ITS, the rules of
each Participant shall provide that, so long as the off-board trading rules of such Participant as in effect on
the date of Plan is filed with the SEC remain in effect, such DMM will on request and to the extent practicable

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

482

http://researchhelp.cch.com/License_Agreement.htm


supply the DMM(s) registered in such stock on any other Participant with information relating to such limit
orders. The sharing of such information following any removal of the current off-board trading rules will be
dependent upon implementation of necessary equal regulation of all market makers in all markets coupled
with adequate surveillance procedures.]

* * * * *

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release No. 34-71175 (December 23, 2013), 78 FR 79534 (December 30,
2014) (SR-NYSE-2013-21) and Securities Exchange Act Release No. 34-71175 (December 23, 2013),
78 FR 79534 (December 30, 2014) (SR-NYSEMKT-2013-25).

2  The Exchange amended Rule 70 governing e-Quotes to reflect that disaggregated order information
regarding a given security would only be available to the DMM for that security except as elected
otherwise.

3  The Exchange deleted Rule 104(a)(6) prohibiting DMMs from using the Display Book system to
access information about e-Quotes excluded from the aggregated agency interest and Minimum
Display Reserve Order information except for the purpose of effecting transactions that are reasonably
imminent and where the Floor broker agency and Minimum Display Reserve Order interest information is
necessary to effect the transactions.

4  As a result of these changes, the guidance in Information Memo 08-24 (April 22, 2008) and 08-57
(November 14, 2008) regarding market probes or market looks and use of the Market Look Template in
responding to such requests has been superseded and should no longer be relied upon.
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January 15, 2014

   TO: ALL FLOOR MEMBERS, MEMBER ORGANIZATIONS AND TRADING FLOOR PERSONNEL

FROM: NYSE REGULATION, INC

SUBJECT: GAMBLING POLICY

The following serves a reminder to New York Stock Exchange LLC and NYSE MKT LLC (collectively, the
“Exchange”) members, member organizations and employees subject to their supervision that promoting
or participating in certain gambling activities on Exchange premises, including the Trading Floor, is strictly
prohibited by the Floor Conduct and Safety Guidelines and Exchange Rules, including but not limited to Rule
476(a)(7) (collectively, “Exchange Rules and Policies”). See Information Memo 11-20, dated July 1, 2011.

Gambling is a criminal offense in New York and also a violation of Exchange Rules and Policies when a
person, in a capacity other than as a participant or “player,” operates, prompaotes or advances a gambling
enterprise or activity with the agreement or understanding that they will receive money, property or otherwise
share in the proceeds of the gambling activity pursuant to the agreement or understanding.

Any remuneration or payment, including tips or gratuities to the individual advancing or promoting the
gambling activity made pursuant to any custom or practice, can constitute an agreement or understanding
to participate in the proceeds of gambling activity. For example, a sporting event pool where the participants
purchase participation in the pool and each of the persons who win pay the person who organizes and
promotes the pool an amount of money equal to a percentage of their winnings would be criminal and violate
Exchange Rules and Policies. Other examples of prohibited gambling activity include schemes such as
bookmaking, numbers games, or other organized for-profit betting activity relating to sporting activities, other
outside events or games of chance.

Telephones, computers, or other communications devices or business equipment located on the Floor or
other premises under Exchange control may not be used for any prohibited gambling activities. Further, the
display or visible possession of gambling devices such as pool boxes, betting slips, etc. used in any gambling
activity is also strictly prohibited on the Floor or other premises under Exchange control.

Members and member organizations are reminded that the Floor Conduct and Safety Guidelines require that
all persons, while on the Floor or on other premises under Exchange control, refrain from engaging in any act
or practice that may be detrimental to the interest or welfare of the Exchange.

If you have any questions about whether a particular activity is prohibited, you should consult with your firm's
compliance officer, senior manager, and/or legal counsel.

Questions about this policy or complaints about potential violations should be directed to:

Patricia Bergholc, Director, FINRA Market Regulation, 917.281.3054; or

Clare Saperstein, Senior Vice President, NYSE Regulation, Inc., 212.656.2355; or

David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166.

Questions may also be directed to the FINRA On-Floor Surveillance Unit on the Floor.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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December 13, 2013

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, CHIEF OPERATIONS OFFICER,
OPERATIONS PARTNER AND LEGAL AND COMPLIANCE DEPARTMENTS

TO: All MEMBERS AND MEMBER ORGANIZATIONS

FROM: NYSE REGULATION, INC

SUBJECT: QUARTERLY EXPIRATION DAY - December 20, 2013

I. Purpose

Friday, December 20, 2013, will be a quarterly Expiration Day for stock and index options and futures
products whose settlement pricing is based upon New York Stock Exchange LLC (“NYSE”) and NYSE MKT
LLC (“NYSE MKT”) (collectively, the “Exchanges”) opening or closing prices on that day. This Information
Memorandum reminds members and member organizations of certain NYSE and NYSE MKT rules and
policies regarding opening imbalance publications, entry and cancellation of market-on-close/limit-on-close
(“MOC/LOC”) and closing offset (“CO”) orders, publication of on-the-close imbalances, and printing the
closing transaction.

II. Expiration Day Opening Imbalance Publication

Members and member organizations are reminded that the regular pre-opening procedures outlined in
Rules 15 (Pre-Opening Indications) and 123D (Openings and Halts in Trading) apply on the December 20
Expiration Day. Accordingly, Designated Market Makers (“DMMs”) should publish indications as promptly
as practicable and are reminded of their additional obligations under Rule 123D to publish one or more
indications, under the supervision of a Floor Official, in situations where the opening price would be affected
by an imbalance of market and limit buy and sell orders in a security.

In the event that one or both of the Exchanges invokes its exemptive powers under Rule 48 (Exemptive
Relief - Extreme Market Volatility Condition), the terms of that rule would govern the obligation to publish pre-
opening indications.

III. Rules and Policies Relating to the Close

A. MOC/LOC and CO Order Entry and Cancellation

Members and member organizations are reminded that the provisions of Rule 123C (Closing Procedures)
apply to the Close on the December 20 Expiration Day. While the Exchanges expect systems to operate
normally on December 20, in the unlikely event of a systems interruption leading into or at the Close, the
Closing Procedures set out in Rule 123C would operate as if the Exchanges had declared a regulatory halt in
one or more securities.

In the event that one or both of the Exchanges invoke its exemptive powers under Rule 123C(9) (Closing
Procedures - Extreme Order Imbalances at or Near the Close), the terms of that rule would govern the
handling of orders at the Close. See Section III. D, below.

In connection with the entry of MOC/LOC and CO orders, members should pay particular attention to the
following:
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• A “published imbalance” is an imbalance that has been disseminated to the Tape. An imbalance
announced orally or physically posted at the panel is not considered to be a published imbalance.
See Section III. B, below. The Exchanges' Order Imbalance Information product, a data feed of
real-time order imbalances that accumulate prior to the opening and the closing of trading on the
Exchanges, does not constitute a “published imbalance.”

• Brokers and traders are reminded that, while they should enter orders as early in the day as
possible, all MOC/LOC orders (unless entered to offset a published imbalance) must be entered
electronically by 3:45 p.m. Entering MOC/LOC orders early provides DMMs with the opportunity
to more quickly identify and disseminate potential order imbalances that might exist at the Close.
This, in turn, enables brokers and traders to more effectively identify potential offsetting customer
interest that could mitigate any imbalance. MOC/LOC and CO orders entered prior to 3:45 p.m. may
be canceled or reduced prior to that time for any reason.

• After 3:45 p.m. Exchange systems will accept only MOC/LOC orders that offset a published
imbalance and CO orders may be entered in any amount on either side of the market.

• Between 3:45 p.m. and 3:58 p.m., MOC/LOC and CO orders may be canceled or reduced in size

only to correct a legitimate error. 1   This also applies to instances where cancel/replace functionality
is used.

• FINRA will continue to closely monitor the cancellation of MOC/LOC and CO orders.
• After 3:58 p.m., MOC/LOC and CO orders may not be cancelled, adjusted or reduced in size for any

reason except in accordance with Rule 123C(9). See Section III. D, below.
• In the event of a trading halt effective at 3:45 p.m. or later, MOC/LOC orders may be entered only to

offset a published imbalance. CO orders, however, may be entered in any amount on either side of
the market. See Rule 123C(2).

B. Imbalance Publications 2 

Rule 123C(5) provides for the publication of order imbalances as described below. In addition, members
and member organizations may refer to the attached quick-reference page for a summary of the times and
requirements for imbalance publications. DMMs are reminded that erroneous imbalance publications must be
corrected as soon as practicable.

1. Informational Imbalance Publications between 3:00 p.m. and 3:45 p.m.

Between 3:00 p.m. and 3:45 p.m., DMMs are encouraged to issue Informational Imbalance Publications
of any size if they believe that there could be significant price dislocation at the Close. These publications
are informational only and do not limit MOC/LOC or CO order entry or cancellation before 3:45 p.m. DMMs
who wish to issue an Informational Imbalance Publication must obtain prior approval from a Floor Official
or qualified ICE Group employee (see Rule 46.10) prior to issuance. Floor Official approvals to issue
Informational Imbalance Publications must be recorded in the Floor Official Request Tracking Engine
(“FORTÉ”). Members must state the proposed imbalance information and note any other relevant information
(e.g., average daily trading volume (“ADTV”), size, or degree of impact) in connection with the request.

2. Mandatory MOC/LOC Imbalance Publications at 3:45 p.m.

As soon as practicable after 3:45 p.m., any MOC/LOC imbalance of 50,000 shares or more for NYSE-listed
securities, and 25,000 shares or more for NYSE MKT-listed securities, will be published by the Exchange.
Other significant imbalances of lesser size (i.e., less than 50,000/25,000 shares but significant relative to
the ADTV of a particular security) may be published by the DMM with Floor Official or qualified ICE Group
employee approval. As with Informational Imbalance Publications, Floor Official approvals to issue certain
Mandatory MOC/LOC Imbalance Publications must be recorded in FORTÉ and members should state the
proposed imbalance information and note any other relevant information (e.g., ADTV, size, or degree of
impact) in connection with the request.
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In addition, any Informational Imbalance Publication issued prior to 3:45 p.m. must be updated. An imbalance
of 50,000 shares (NYSE)/25,000 shares (NYSE MKT), or more will be published. If there is an imbalance of
any lesser size that is significant relative to the ADTV of the stock, it may be published by the DMM with Floor
Official or qualified ICE Group employee approval. If there is no such imbalance, a “no imbalance” indication
must be issued by the DMM.

3. Mandatory MOC/LOC Imbalance Publications after a Trading Halt

If a trading halt is in effect at 3:45 p.m. but is lifted prior to the Close, any MOC/LOC imbalance of 50,000
shares (NYSE)/25,000 shares (NYSE MKT), or more will be published by the DMM as soon as possible after
the resumption of trading. Additionally, any imbalance of lesser size if significant relative to the ADTV may
be published by the DMM as soon as possible after trading reopens, subject to prior Floor Official or qualified
ICE Group employee approval. If the trading halt is not lifted before the Close, there will not be any imbalance
publications.

4. Exchange Publication of Order Imbalance Information

In addition to the Informational Imbalance and Mandatory MOC/LOC Imbalance Publications described
above, the Exchanges also make available real-time Order Imbalance Information prior to the Close in
accordance with Rule 123C(6). These publications take place approximately every five (5) seconds between
3:45 p.m. and 4:00 p.m. The Order Imbalance Information publications use a reference price in order to
indicate how many shares would be needed to close the security at that price, including MOC, marketable
LOC and CO orders. (For more information on how the reference price is determined, see Rule 123C(6)(a)
(iii)). Beginning at 3:55 p.m., the Order Imbalance Information publications also include stop orders, d-Quotes
and all other e-Quotes containing pegging instructions eligible to participate in the closing transaction.

As noted above, Order Imbalance Information publications are solely for informational purposes and off-
setting MOC/LOC interest must not be submitted in response to Order Imbalance Information publications.
Off-setting MOC/LOC interest may be submitted only as described in this memo in response to a Mandatory
MOC/LOC Imbalance Publication issued at 3:45 p.m. or after a trading halt in accordance with Rule 123C(2).

C. Printing the Closing Transaction

1. Rules 116.40 and 123C(8)

DMMs are reminded that the closing transaction must be printed consistent with Rules 116.40 and 123C(8)

and must accurately reflect both the closing price and closing volume when printing the closing transaction. 3

   Additionally, DMMs are reminded of their obligation to maintain a fair and orderly market pursuant to Rule
104.

2. Verbal Interest and e-Quotes at the Close

DMMs should take all interest, including verbal, e-Quoted and Display Book interest, into account when
formulating the Close. Depending on whether it is marketable or not, verbal interest may be handled
differently than e-Quoted interest at the Close. Marketable verbal interest is included with all market and MOC
interest at the Close, while limited verbal interest and e-Quotes are on parity with limit orders. DMMs are
reminded that verbal interest from a Floor broker should be handled one of two ways: entered into GTM by
NYSE Floor Operations staff or into the crowd field of the Closing template by the DMM.

Pursuant to Rule 342, members and member organizations must ensure that they have adequate written
policies, procedures and controls in place to detect, deter and prevent conduct inconsistent with the guidance
set forth above. Any member who believes that the above procedures have not been adhered to should
report their concern to the FINRA On-Floor Surveillance Unit.

3. Orders to Offset MOC/LOC Imbalances at the Close to Mitigate Price Disparity
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Rule 902 (Off Hours Trading Orders) provides for entry of orders after the Close. Rule 902(a)(ii)(B) permits
DMMs to include in the calculation of the Close legitimate market interest that has agreed to offset all or part
of any MOC imbalance that existed prior to the Close at 4:00 p.m. The DMM's use of this offsetting interest
to minimize significant price dislocation on the Close will result in a closing-price coupled order between the
DMM and member, member organization or customer. If the member, member organization or customer
agrees, the DMM may include this interest in offsetting an imbalance when setting the closing price and
increase DMM participation in the closing print to the extent of the new contra interest. In this way the DMM
will liquidate or cover the related dealer position, and the member, member organization or customer will
acquire the position. Such closing-price coupled orders are executed at the Ramp.

It is important to note that Rule 902 may not be relied on for the entry of an order after the Close when
there is no MOC/LOC imbalance or when the imbalance would not result in significant volatility and/or price
dislocation. In addition, it cannot be used if the Close has already been printed.

D. Extreme Order Imbalances at or Near the Close

In order to avoid significant dislocation in the closing price that may result from an order entered or
represented at or near the Close, Rule 123C(9) permits the Exchanges, on a security-by-security basis,
to temporarily suspend the hours of operation under Rule 52 so that offsetting interest may be solicited
from both on-Floor and off-Floor participants and entered to reduce the size of the imbalance. The order
acceptance cut-off time will be a time period designated by the Exchange. Off-setting interest is solicited
using Exchange Trader Updates as well as messages sent directly to Floor broker hand-held devices. These
Exchange-issued solicitation requests include information regarding security symbol, the imbalance amount
and side, the last sale price, and a designated order acceptance cutoff time (generally five minutes from
the issuance of the solicitation request). Offsetting interest submitted in response to an Exchange-issued
solicitation request must be a limit order priced no worse than the last sale, irrevocable and entered no later
than the order acceptance cut-off time indicated in the solicitation request. Exchange systems will accept
interest entered electronically in the named security after 4:00 p.m. only if Rule 123C(9)(a)(1) is invoked.

Exchange systems will not verify side or price, and will not block post-4:00 p.m. cancellation of interest
submitted under this rule. Therefore, member and member organizations entering such interest are
responsible for ensuring compliance with the rule, such that the only interest that may be entered in response
to such a solicitation request is: (i) offsetting; (ii) a limit order priced no worse than the last sale price; and (iii)
not cancelled.

Rule 123C(9) also permits temporary suspension of the prohibition on the cancellation or reduction of a MOC/
LOC order after 3:58 p.m. where there is a legitimate error in such an order and the execution of the order
would cause significant price dislocation at the Close.

Only the DMM assigned to a particular affected security may request relief under Rule 123C(9). A request for
relief under Rule 123C(9) must be approved and supervised by an Executive Floor Governor or qualified ICE
Group employee and supervised by a qualified Exchange officer, as defined in Rule 48(d). All Rule 123C(9)-
related approvals must be recorded in FORTÉ.

Failure to comply with these requirements for entering interest in response to a solicitation request is a
violation of Exchange rules and may result in disciplinary action. See Information Memoranda 09-20 (May 5,
2009) and 10-52 (December 22, 2010).

IV. Adequacy of Operations and Supervisory Staff

All members and member organizations, including DMMs, should ensure that both operational and
supervisory staffing on and around the December 20 Expiration Day will be sufficient to monitor and process
all orders, regardless of the form in which they are received, as well as to handle the anticipated increased
workload. All members and member organizations should also review their systems to ensure that they have
adequate capacity to handle the expected increase in volume. For example, DMM firms should review their
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DMM Unit algorithms to ensure that they meet their obligations to maintain a fair and orderly market. DMMs
are reminded to seek the advice of a Floor Official regarding any unusual situations as quickly as possible.

V. Supervision

A. Review of Policies and Procedures

In view of increased automated order delivery, e-Quoting and automatic execution, members and member
organizations should carefully review their procedures as well as their supervisory systems for handling
orders in connection with the December 20 Expiration Day. Specifically, members and member organizations
should review their practices for handling orders at or near the Close. Reviews should include both manual
orders and those handled systemically, such as orders that are handled by a computer algorithm. In addition,
members and member organizations should take all necessary steps to ensure that the relevant trading
and back-office staffs are familiar with firm procedures for handling orders at or near the Close. Members
and member organizations should also be mindful of the guidance issued in Information Memo 09-22 (May
28, 2009) (attached) regarding procedures for escalating and addressing inquiries arising from real-time
regulatory or trading issues.

In addition, members and member organizations are reminded of their obligation to have adequate systems
and controls relating to the use of firm systems by correspondents or others. Please consult Information
Memo 11-13 (May 16, 2011) (attached) for more information.

B. Adequacy of Compliance Program

Members and member organizations are also reminded to ensure that they have a robust compliance
program that includes adequate written policies, procedures and supervisory controls to monitor for
compliance with Rule 123C and the guidance contained in this Information Memo. Policies and procedures
must be adequate to ensure that all procedures related to MOC/LOC orders and orders entered at or near
the Close, are appropriately followed, and to detect and deter any actions that may violate NYSE, NYSE MKT
and/or SEC rules.

C. Due Diligence Requirements

Consistent with the requirements of Rule 405, before any order with instructions to participate at the Close
is transmitted to the Floor the member or member organization accepting the order must exercise due
diligence to learn the essential facts relative to the order, including the purpose and propriety of the at-the-
close instruction. In addition, an imbalance of orders at or near the Close, caused in part by the entry of such
orders, could lead to trading being halted in the security and such orders not receiving an execution.

D. Supervision to Prevent Improperly Affecting the Close

Members and member organizations must also ensure that their activity does not have the effect of artificially
impacting the closing price. Firms should review procedures utilized in connection with orders to be executed
at or near the Close with their traders and other order-entry personnel. Firms should also review systemic
order-entry functions (e.g., algorithms or “smart servers”) for compliance with the NYSE and NYSE MKT rules
and the provisions of this Information Memorandum. Firms should also review the provisions of Information
Memo 95-28 (July 10, 1995) (attached), which discusses trading near the Close and activity that would
constitute violations of NYSE and NYSE MKT rules, as well as federal securities laws.

In that connection, members and member organizations are reminded that, where a firm has committed to
purchase from (sell to) a customer at a price that is derived from the closing price (MOC orders) while also
reserving a significant position of its hedging or covering transaction to be executed at or near the Close, they
must operate with substantial care. If the transaction is completed in a manner that does not effectively place
the firm at market risk or if the transaction does not provide an opportunity for possible contra side interest
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to develop and/or react to the activity, it would raise manipulative concerns and would operate as conduct
inconsistent with just and equitable principles of trade.

E. Compliance with Federal Securities Laws and Rules

In addition to complying with NYSE and NYSE MKT rules and policies, members and member organizations
should review all other applicable federal securities laws and regulations, including Section 9(a)(2) of the
Securities Exchange Act, Regulation SHO and Rule 10b-5, as well as the margin and capital rules. Firms
must ensure that they have written policies, procedures, and supervisory controls reasonably designed to
detect and deter potentially violative conduct.

VI. Staff Contacts

Regulatory questions relating to this Information Memo should be addressed to:

• Patricia Bergholc, Director, FINRA Market Regulation, 917.281.3054; or
• Thomas C. Bruno, Director, FINRA Market Regulation, 917.281.3081, or
• Michael Fryer, Director, FINRA Market Regulation, 917.281.3071; or
• John C. Saxton, Jr., Director, FINRA Market Regulation, 917.281.3114.

Questions regarding the NYSE and NYSE MKT Rules cited in this notice should be addressed to:

• Clare Saperstein, Senior Vice President, NYSE Regulation, Inc., 212.656.2355, or
• David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166.

Operations questions concerning this memorandum should be addressed to:

• Paul Bauccio, Senior Vice President, Operations, 212.656.2929; or
• Dennis Pallotta, Director, Operations, 212.656.5236; or
• Sonia Rosa, Vice President, Operations, 212.656.2899.

Questions may also be directed to the FINRA On-Floor Surveillance Unit in person at the Unit's Booth on the
Floor.

)(a).

NYSE/NYSE MKT Close

• MOC/LOC entry

- Must be entered by 3:45 pm, unless offsetting a published imbalance.
- Must be entered electronically.

• Cancellation of MOC/LOCs

- Can be cancelled after 3:45 pm only in cases of legitimate error.

- Cannot be cancelled after 3:58 pm, even if legitimate error. * 
• Mandatory MOC/LOC Imbalance Publication

- One regulatory MOC/LOC publication at 3:45 pm, done systemically.
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• Closing Offset (”CO”) Order

- Can be entered on either side of the market, at any time during the day.
- Can be used to offset any imbalance at the Close.
- Not guaranteed to participate; may participate only to offset imbalance if no other interest
is remaining to trade at the closing price on the same side of the CO order.
- Cannot swing balance to other side.
- Time priority basis with other CO orders on the same side of the market.
- Not included in the mandatory MOC/LOC imbalance publication.
- Subject to the same restrictions on cancelling as MOC/LOC orders, i.e., cannot be
cancelled after 3:58 pm, even if legitimate error. *

• Order Imbalance Data feeds (Proprietary Data product) to all customers (upstairs and Floor)

- Every 5 seconds beginning at 3:45 pm.
- Compiled using:

• Reference price
• MOC/LOC imbalance and the side of the market
• At 3:55 pm, d-Quotes and all other e-Quotes containing pegging instructions

eligible to participate on the Close
• MOC/LOC paired quantity at reference price
• CO orders on the opposite side
• At-price LOC interest eligible to offset the imbalance.
• Price at which closing-only interest (MOC orders, marketable LOC orders and

CO orders on the opposite side of the imbalance) will execute in full
• Price where all orders eligible to trade on the Close would execute against

themselves and orders on DBK.
• d-Quote entry for closing transactions must be entered by 3:59:50 pm.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  A "legitimate error" is an error in any term of a MOC/LOC order, such as price, number of shares, buy/
sell, or identification of the security. See Rule 123C(1)(c).

2  Imbalance publications include both MOC and marketable LOC orders (based on the last sale price
at the time the publication is made). See Rule 123C(1)(b) & (d), defining "Informational Imbalance
Publications" and "Mandatory MOC/LOC Imbalance Publications." For more information on how
imbalance publications are calculated, see Rule 123C(4).

3  For more information on the execution of orders at the Close, see Rule 123C(7). Members and member
organizations are reminded that, when arranging the Close, they may not use the Display Book system
in an inappropriate manner designed to discover information about unelected stop orders.

*  Except as provided in Rule 123C(9)(a).

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

491

http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 13-20

Click to open document in a browser

December 10, 2013

   ATTENTION: CHIEF EXECUTIVE OFFICER, CHIEF OPERATIONS OFFICER, LEGAL AND
COMPLIANCE DEPARTMENTS

TO: All MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: LAST TRADE DATE FOR “REGULAR WAY” SETTLEMENT IN 2013

The last day on which “regular way” transactions in securities, other than U.S. government obligations, may
be made for settlement this calendar year on New York Stock Exchange LLC (“NYSE”) and NYSE MKT LLC
(collectively, the “Exchange”) is December 26, 2013.

Non-regular way transactions effected between December 27, 2013 and December 31, 2013 for settlement
in 2013 may be effected on “cash”, “next day” (only available on December 27 and 30 for settlement in 2013)

or “seller's option” basis. 1   A seller's option trade with a two-day settlement entered on December 27, 2013
would also settle in 2013. Orders entered on or after December 27, 2013 that are not marked with “non-
regular way” settlement instructions will settle in 2014.

Members and member organizations are reminded that, pursuant to Rule 14, all non-regular way orders
must be marked with the appropriate settlement instruction and transmitted directly to a Floor broker for
representation in the market. Members and member organizations are further reminded of their obligations to
obtain and record Floor Official approvals (via a Floor broker) for certain non-regular way trades pursuant to

Rule 64(b). 2   Executions of these orders must be reported to the Consolidated Tape with cash, next day or
seller's option transaction indicators as appropriate.

Operations questions concerning this memorandum may be addressed to:

Paul Bauccio, Senior Vice President, Operations, pbauccio@nyx.com, 212.656.2929 or

Dennis Pallotta, Director, Operations, dpallotta@nyx.com, 212.656.5236.

Regulatory questions regarding this memorandum should be addressed to:

Patricia Bergholc, Director, FINRA Market Regulation, patricia.bergholc@finra.org, 917.281.3054 or

John Saxton, Director, FINRA Market Regulation, john.saxton@finra.org, 917.281.3114.

Questions regarding the rules cited in this notice should be addressed to:

David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166, ddegregorio@nyx.com.

Questions may also be directed to the FINRA On-Floor Surveillance Unit in person at the Unit's Booth on the
Floor.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Members and member organizations are reminded that pursuant to Exchange Rule 177, deliveries
against transactions made for "cash", as prescribed in Rule 14 at or before 2:00 p.m. shall be due
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before 2:30 p.m. Deliveries against transactions made for "cash" after 2:00 p.m. shall be due within thirty
minutes after the time of the transaction.

2  Pursuant to Exchange Rule 64(b), a Floor Official must approve non-regular way settlement trades that
are more than 0.10 point away from the regular way bid or offer, except during the last calendar week of
the year when approval is only required for sales more than 0.25 point away. Floor Official approvals or
consultations must be recorded electronically in the Floor Official Request Tracking Engine ("FORTÉ").
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 13-19

Click to open document in a browser

September 17, 2013

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, CHIEF OPERATIONS OFFICER,
OPERATIONS PARTNER AND LEGAL AND COMPLIANCE DEPARTMENTS

TO: All MEMBERS AND MEMBER ORGANIZATIONS

FROM: NYSE REGULATION, INC

SUBJECT: QUARTERLY EXPIRATION DAY - September 20, 2013

I. Purpose

Friday, September 20, 2013, will be a quarterly Expiration Day for stock and index options and futures
products whose settlement pricing is based upon New York Stock Exchange LLC (“NYSE”) and NYSE MKT
LLC (“NYSE MKT”) (collectively, the “Exchanges”) opening or closing prices on that day. This Information
Memorandum reminds members and member organizations of certain NYSE and NYSE MKT rules and
policies regarding opening imbalance publications, entry and cancellation of market-on-close/limit-on-close
(“MOC/LOC”) and closing offset (“CO”) orders, publication of on-the-close imbalances, and printing the
closing transaction.

II. Expiration Day Opening Imbalance Publication

Members and member organizations are reminded that the regular pre-opening procedures outlined in
Rules 15 (Pre-Opening Indications) and 123D (Openings and Halts in Trading) apply on the September 20
Expiration Day. Accordingly, Designated Market Makers (“DMMs”) should publish indications as promptly
as practicable and are reminded of their additional obligations under Rule 123D to publish one or more
indications, under the supervision of a Floor Official, in situations where the opening price would be affected
by an imbalance of market and limit buy and sell orders in a security.

In the event that one or both of the Exchanges invokes its exemptive powers under Rule 48 (Exemptive
Relief - Extreme Market Volatility Condition), the terms of that rule would govern the obligation to publish pre-
opening indications.

III. Rules and Policies Relating to the Close

A. MOC/LOC and CO Order Entry and Cancellation

Members and member organizations are reminded that the provisions of Rule 123C (Closing Procedures)
apply to the Close on the September 20 Expiration Day. While the Exchanges expect systems to operate
normally on September 20, in the unlikely event of a systems interruption leading into or at the Close, the
Closing Procedures set out in Rule 123C would operate as if the Exchanges had declared a regulatory halt in
one or more securities.

In the event that one or both of the Exchanges invoke its exemptive powers under Rule 123C(9) (Closing
Procedures - Extreme Order Imbalances at or Near the Close), the terms of that rule would govern the
handling of orders at the Close. See Section III. D, below.

In connection with the entry of MOC/LOC and CO orders, members should pay particular attention to the
following:
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• A “published imbalance” is an imbalance that has been disseminated to the Tape. An imbalance
announced orally or physically posted at the panel is not considered to be a published imbalance.
See Section III. B, below. The Exchanges' Order Imbalance Information product, a data feed of
real-time order imbalances that accumulate prior to the opening and the closing of trading on the
Exchanges, does not constitute a “published imbalance.”

• Brokers and traders are reminded that, while they should enter orders as early in the day as
possible, all MOC/LOC orders (unless entered to offset a published imbalance) must be entered
electronically by 3:45 p.m. Entering MOC/LOC orders early provides DMMs with the opportunity
to more quickly identify and disseminate potential order imbalances that might exist at the Close.
This, in turn, enables brokers and traders to more effectively identify potential offsetting customer
interest that could mitigate any imbalance. MOC/LOC and CO orders entered prior to 3:45 p.m. may
be canceled or reduced prior to that time for any reason.

• After 3:45 p.m. Exchange systems will accept only MOC/LOC orders that offset a published
imbalance and CO orders may be entered in any amount on either side of the market.

• Between 3:45 p.m. and 3:58 p.m., MOC/LOC and CO orders may be canceled or reduced in size

only to correct a legitimate error. 1   This also applies to instances where cancel/replace functionality
is used.

• FINRA will continue to closely monitor the cancellation of MOC/LOC and CO orders.
• After 3:58 p.m., MOC/LOC and CO orders may not be cancelled, adjusted or reduced in size for any

reason except in accordance with Rule 123C(9). See Section III. D, below.
• In the event of a trading halt effective at 3:45 p.m. or later, MOC/LOC orders may be entered only to

offset a published imbalance. CO orders, however, may be entered in any amount on either side of
the market. See Rule 123C(2).

B. Imbalance Publications 2 

Rule 123C(5) provides for the publication of order imbalances as described below. In addition, members
and member organizations may refer to the attached quick-reference page for a summary of the times and
requirements for imbalance publications. DMMs are reminded that erroneous imbalance publications must be
corrected as soon as practicable.

1. Informational Imbalance Publications between 3:00 p.m. and 3:45 p.m.

Between 3:00 p.m. and 3:45 p.m., DMMs are encouraged to issue Informational Imbalance Publications
of any size if they believe that there could be significant price dislocation at the Close. These publications
are informational only and do not limit MOC/LOC or CO order entry or cancellation before 3:45 p.m. DMMs
who wish to issue an Informational Imbalance Publication must obtain prior approval from a Floor Official
or qualified Exchange employee (see Rule 46.10) prior to issuance. Floor Official approvals to issue
Informational Imbalance Publications must be recorded in the Floor Official Request Tracking Engine
(“FORTÉ”). Members must state the proposed imbalance information and note any other relevant information
(e.g., average daily trading volume (“ADTV”), size, or degree of impact) in connection with the request.

2. Mandatory MOC/LOC Imbalance Publications at 3:45 p.m.

As soon as practicable after 3:45 p.m., any MOC/LOC imbalance of 50,000 shares or more for NYSE-listed
securities, and 25,000 shares or more for NYSE MKT-listed securities, will be published by the Exchange.
Other significant imbalances of lesser size (i.e., less than 50,000/25,000 shares but significant relative to
the ADTV of a particular security) may be published by the DMM with Floor Official or qualified Exchange
employee approval. As with Informational Imbalance Publications, Floor Official approvals to issue certain
Mandatory MOC/LOC Imbalance Publications must be recorded in FORTÉ and members should state the
proposed imbalance information and note any other relevant information (e.g., ADTV, size, or degree of
impact) in connection with the request.
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In addition, any Informational Imbalance Publication issued prior to 3:45 p.m. must be updated. An imbalance
of 50,000 shares (NYSE)/25,000 shares (NYSE MKT), or more will be published. If there is an imbalance of
any lesser size that is significant relative to the ADTV of the stock, it may be published by the DMM with Floor
Official or qualified Exchange employee approval. If there is no such imbalance, a “no imbalance” indication
must be issued by the DMM.

3. Mandatory MOC/LOC Imbalance Publications after a Trading Halt

If a trading halt is in effect at 3:45 p.m. but is lifted prior to the Close, any MOC/LOC imbalance of 50,000
shares (NYSE)/25,000 shares (NYSE MKT), or more will be published by the DMM as soon as possible after
the resumption of trading. Additionally, any imbalance of lesser size if significant relative to the ADTV may
be published by the DMM as soon as possible after trading reopens, subject to prior Floor Official or qualified
Exchange employee approval. If the trading halt is not lifted before the Close, there will not be any imbalance
publications.

4. Exchange Publication of Order Imbalance Information

In addition to the Informational Imbalance and Mandatory MOC/LOC Imbalance Publications described
above, the Exchanges also make available real-time Order Imbalance Information prior to the Close in
accordance with Rule 123C(6). These publications take place approximately every five (5) seconds between
3:45 p.m. and 4:00 p.m. The Order Imbalance Information publications use a reference price in order to
indicate how many shares would be needed to close the security at that price, including MOC, marketable
LOC and CO orders. (For more information on how the reference price is determined, see Rule 123C(6)(a)
(iii)). Beginning at 3:55 p.m., the Order Imbalance Information publications also include stop orders, d-Quotes
and all other e-Quotes containing pegging instructions eligible to participate in the closing transaction.

As noted above, Order Imbalance Information publications are solely for informational purposes and off-
setting MOC/LOC interest must not be submitted in response to Order Imbalance Information publications.
Off-setting MOC/LOC interest may be submitted only as described in this memo in response to a Mandatory
MOC/LOC Imbalance Publication issued at 3:45 p.m. or after a trading halt in accordance with Rule 123C(2).

C. Printing the Closing Transaction

1. Rules 116.40 and 123C(8)

DMMs are reminded that the closing transaction must be printed consistent with Rules 116.40 and 123C(8)

and must accurately reflect both the closing price and closing volume when printing the closing transaction. 3

   Additionally, DMMs are reminded of their obligation to maintain a fair and orderly market pursuant to Rule
104.

2. Verbal Interest and e-Quotes at the Close

DMMs should take all interest, including verbal, e-Quoted and Display Book interest, into account when
formulating the Close. Depending on whether it is marketable or not, verbal interest may be handled
differently than e-Quoted interest at the Close. Marketable verbal interest is included with all market and MOC
interest at the Close, while limited verbal interest and e-Quotes are on parity with limit orders. DMMs are
reminded that verbal interest from a Floor broker should be handled one of two ways: entered into GTM by
NYSE Floor Operations staff or into the crowd field of the Closing template by the DMM.

Pursuant to Rule 342, members and member organizations must ensure that they have adequate written
policies, procedures and controls in place to detect, deter and prevent conduct inconsistent with the guidance
set forth above. Any member who believes that the above procedures have not been adhered to should
report their concern to the FINRA On-Floor Surveillance Unit.

3. Orders to Offset MOC/LOC Imbalances at the Close to Mitigate Price Disparity
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Rule 902 (Off Hours Trading Orders) provides for entry of orders after the Close. Rule 902(a)(ii)(B) permits
DMMs to include in the calculation of the Close legitimate market interest that has agreed to offset all or part
of any MOC imbalance that existed prior to the Close at 4:00 p.m. The DMM's use of this offsetting interest
to minimize significant price dislocation on the Close will result in a closing-price coupled order between the
DMM and member, member organization or customer. If the member, member organization or customer
agrees, the DMM may include this interest in offsetting an imbalance when setting the closing price and
increase DMM participation in the closing print to the extent of the new contra interest. In this way the DMM
will liquidate or cover the related dealer position, and the member, member organization or customer will
acquire the position. Such closing-price coupled orders are executed at the Ramp.

It is important to note that Rule 902 may not be relied on for the entry of an order after the Close when
there is no MOC/LOC imbalance or when the imbalance would not result in significant volatility and/or price
dislocation. In addition, it cannot be used if the Close has already been printed.

D. Extreme Order Imbalances at or Near the Close

In order to avoid significant dislocation in the closing price that may result from an order entered or
represented at or near the Close, Rule 123C(9) permits the Exchanges, on a security-by-security basis,
to temporarily suspend the hours of operation under Rule 52 so that offsetting interest may be solicited
from both on-Floor and off-Floor participants and entered to reduce the size of the imbalance. The order
acceptance cut-off time will be a time period designated by the Exchange. Off-setting interest is solicited
using Exchange Trader Updates as well as messages sent directly to Floor broker hand-held devices. These
Exchange-issued solicitation requests include information regarding security symbol, the imbalance amount
and side, the last sale price, and a designated order acceptance cutoff time (generally five minutes from
the issuance of the solicitation request). Offsetting interest submitted in response to an Exchange-issued
solicitation request must be a limit order priced no worse than the last sale, irrevocable and entered no later
than the order acceptance cut-off time indicated in the solicitation request. Exchange systems will accept
interest entered electronically in the named security after 4:00 p.m. only if Rule 123C(9)(a)(1) is invoked.

Exchange systems will not verify side or price, and will not block post-4:00 p.m. cancellation of interest
submitted under this rule. Therefore, member and member organizations entering such interest are
responsible for ensuring compliance with the rule, such that the only interest that may be entered in response
to such a solicitation request is: (i) offsetting; (ii) a limit order priced no worse than the last sale price; and (iii)
not cancelled.

Rule 123C(9) also permits temporary suspension of the prohibition on the cancellation or reduction of a MOC/
LOC order after 3:58 p.m. where there is a legitimate error in such an order and the execution of the order
would cause significant price dislocation at the Close.

Only the DMM assigned to a particular affected security may request relief under Rule 123C(9). A request
for relief under Rule 123C(9) must be approved and supervised by an Executive Floor Governor or qualified
NYSE Euronext employee and supervised by a qualified Exchange officer, as defined in Rule 48(d). All Rule
123C(9)-related approvals must be recorded in FORTÉ.

Failure to comply with these requirements for entering interest in response to a solicitation request is a
violation of Exchange rules and may result in disciplinary action. See Information Memoranda 09-20 (May 5,
2009) and 10-52 (December 22, 2010).

IV. Adequacy of Operations and Supervisory Staff

All members and member organizations, including DMMs, should ensure that both operational and
supervisory staffing on and around the September 20 Expiration Day will be sufficient to monitor and process
all orders, regardless of the form in which they are received, as well as to handle the anticipated increased
workload. All members and member organizations should also review their systems to ensure that they have
adequate capacity to handle the expected increase in volume. For example, DMM firms should review their
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DMM Unit algorithms to ensure that they meet their obligations to maintain a fair and orderly market. DMMs
are reminded to seek the advice of a Floor Official regarding any unusual situations as quickly as possible.

V. Supervision

A. Review of Policies and Procedures

In view of increased automated order delivery, e-Quoting and automatic execution, members and member
organizations should carefully review their procedures as well as their supervisory systems for handling
orders in connection with the September 20 Expiration Day. Specifically, members and member organizations
should review their practices for handling orders at or near the Close. Reviews should include both manual
orders and those handled systemically, such as orders that are handled by a computer algorithm. In addition,
members and member organizations should take all necessary steps to ensure that the relevant trading
and back-office staffs are familiar with firm procedures for handling orders at or near the Close. Members
and member organizations should also be mindful of the guidance issued in Information Memo 09-22 (May
28, 2009) (attached) regarding procedures for escalating and addressing inquiries arising from real-time
regulatory or trading issues.

In addition, members and member organizations are reminded of their obligation to have adequate systems
and controls relating to the use of firm systems by correspondents or others. Please consult Information
Memo 11-13 (May 16, 2011) (attached) for more information.

B. Adequacy of Compliance Program

Members and member organizations are also reminded to ensure that they have a robust compliance
program that includes adequate written policies, procedures and supervisory controls to monitor for
compliance with Rule 123C and the guidance contained in this Information Memo. Policies and procedures
must be adequate to ensure that all procedures related to MOC/LOC orders and orders entered at or near
the Close, are appropriately followed, and to detect and deter any actions that may violate NYSE, NYSE MKT
and/or SEC rules.

C. Due Diligence Requirements

Consistent with the requirements of Rule 405, before any order with instructions to participate at the Close
is transmitted to the Floor the member or member organization accepting the order must exercise due
diligence to learn the essential facts relative to the order, including the purpose and propriety of the at-the-
close instruction. In addition, an imbalance of orders at or near the Close, caused in part by the entry of such
orders, could lead to trading being halted in the security and such orders not receiving an execution.

D. Supervision to Prevent Improperly Affecting the Close

Members and member organizations must also ensure that their activity does not have the effect of artificially
impacting the closing price. Firms should review procedures utilized in connection with orders to be executed
at or near the Close with their traders and other order-entry personnel. Firms should also review systemic
order-entry functions (e.g., algorithms or “smart servers”) for compliance with the NYSE and NYSE MKT rules
and the provisions of this Information Memorandum. Firms should also review the provisions of Information
Memo 95-28 (July 10, 1995) (attached), which discusses trading near the Close and activity that would
constitute violations of NYSE and NYSE MKT rules, as well as federal securities laws.

In that connection, members and member organizations are reminded that, where a firm has committed to
purchase from (sell to) a customer at a price that is derived from the closing price (MOC orders) while also
reserving a significant position of its hedging or covering transaction to be executed at or near the Close, they
must operate with substantial care. If the transaction is completed in a manner that does not effectively place
the firm at market risk or if the transaction does not provide an opportunity for possible contra side interest
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to develop and/or react to the activity, it would raise manipulative concerns and would operate as conduct
inconsistent with just and equitable principles of trade.

E. Compliance with Federal Securities Laws and Rules

In addition to complying with NYSE and NYSE MKT rules and policies, members and member organizations
should review all other applicable federal securities laws and regulations, including Section 9(a)(2) of the
Securities Exchange Act, Regulation SHO and Rule 10b-5, as well as the margin and capital rules. Firms
must ensure that they have written policies, procedures, and supervisory controls reasonably designed to
detect and deter potentially violative conduct.

VI. Staff Contacts

Regulatory questions relating to this Information Memo should be addressed to:

• Patricia Bergholc, Director, FINRA Market Regulation, 917.281.3054; or
• Thomas C. Bruno, Director, FINRA Market Regulation, 917.281.3081, or
• Michael Fryer, Director, FINRA Market Regulation, 917.281.3071; or
• John C. Saxton, Jr., Director, FINRA Market Regulation, 917.281.3114.

Questions regarding the NYSE and NYSE MKT Rules cited in this notice should be addressed to:

• Clare Saperstein, Senior Vice President, NYSE Regulation, Inc., 212.656.2355, or
• David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166.

Operations questions concerning this memorandum should be addressed to:

• Paul Bauccio, Senior Vice President, Operations, 212.656.2929; or
• Michael Rutigliano, Senior Vice President, Operations 212.656.4679; or
• Dennis Pallotta, Director, Operations, 212.656.5236.

Questions may also be directed to the FINRA On-Floor Surveillance Unit in person at the Unit's Booth on the
Floor.

NYSE/NYSE MKT Close

• MOC/LOC entry

- Must be entered by 3:45 pm, unless offsetting a published imbalance.
- Must be entered electronically.

• Cancellation of MOC/LOCs

- Can be cancelled after 3:45 pm only in cases of legitimate error.

- Cannot be cancelled after 3:58 pm, even if legitimate error. * 
• Mandatory MOC/LOC Imbalance Publication

- One regulatory MOC/LOC publication at 3:45 pm, done systemically.
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• Closing Offset (”CO”) Order

- Can be entered on either side of the market, at any time during the day.
- Can be used to offset any imbalance at the Close.
- Not guaranteed to participate; may participate only to offset imbalance if no other interest
is remaining to trade at the closing price on the same side of the CO order.
- Cannot swing balance to other side.
- Time priority basis with other CO orders on the same side of the market.
- Not included in the mandatory MOC/LOC imbalance publication.
- Subject to the same restrictions on cancelling as MOC/LOC orders, i.e., cannot be
cancelled after 3:58 pm, even if legitimate error. *

• Order Imbalance Data feeds (Proprietary Data product) to all customers (upstairs and Floor)

- Every 5 seconds beginning at 3:45 pm.
- Compiled using:

• Reference price
• MOC/LOC imbalance and the side of the market
• At 3:55 pm, d-Quotes and all other e-Quotes containing pegging instructions

eligible to participate on the Close
• MOC/LOC paired quantity at reference price
• CO orders on the opposite side
• At-price LOC interest eligible to offset the imbalance.
• Price at which closing-only interest (MOC orders, marketable LOC orders and

CO orders on the opposite side of the imbalance) will execute in full
• Price where all orders eligible to trade on the Close would execute against

themselves and orders on DBK.
• d-Quote entry for closing transactions must be entered by 3:59:50 pm.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  A "legitimate error" is an error in any term of a MOC/LOC order, such as price, number of shares, buy/
sell, or identification of the security. See Rule 123C(1)(c).

2  Imbalance publications include both MOC and marketable LOC orders (based on the last sale price
at the time the publication is made). See Rule 123C(1)(b) & (d), defining "Informational Imbalance
Publications" and "Mandatory MOC/LOC Imbalance Publications." For more information on how
imbalance publications are calculated, see Rule 123C(4).

3  For more information on the execution of orders at the Close, see Rule 123C(7). Members and member
organizations are reminded that, when arranging the Close, they may not use the Display Book system
in an inappropriate manner designed to discover information about unelected stop orders.

*  Except as provided in Rule 123C(9)(a).
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September 4, 2013

   TO: CHIEF EXECUTIVE OFFICERS, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

FROM: NYSE REGULATION, INC

SUBJECT: NYSE RULE 9520 (Eligibility Proceedings)

On July 1, 2013, a new set of New York Stock Exchange LLC (“NYSE” or the “Exchange”) rules governing
investigations, discipline of member organizations and covered persons, sanctions, cease and desist
authority, and other procedural rules modeled on the rules of the Financial Industry Regulatory Authority

(“FINRA”) became effective. 1   The new rules include the NYSE Rule 9520 Series, which governs eligibility
proceedings for persons subject to statutory disqualifications who are not FINRA members or associated
persons.

As described in the approval order concerning the adoption of these rules, 2   the Exchange is issuing this
Information Memo to inform member organizations and covered persons that the interpretive guidance for the

FINRA Rule 9520 Series set forth in FINRA Regulatory Notice 09-19 3   also applies to eligibility proceedings
under the NYSE Rule 9520 Series. FINRA carries out these proceedings on behalf of the Exchange under a
Regulatory Services Agreement. As noted in a recent rule filing, the Exchange will follow FINRA interpretive
guidance concerning the Rule 8000 Series and Rule 9000 Series if the Exchange rule is substantially the

same as the FINRA rule. 4   The NYSE Rule 9520 Series is substantially the same as the counterpart FINRA
rules, except as noted below with respect to hearings.

The NYSE Rule 9520 Series sets forth eligibility proceedings under which the Exchange may allow a
person subject to a statutory disqualification to enter or remain in the securities industry. If the statutory
disqualification concerns one or more of the following categories of statutory disqualification:

• willful violations of the federal securities or commodities laws or failure to supervise under Section
15(b)(4)(D) or (E) of the Securities Exchange Act of 1934, as amended (“Exchange Act”),

• specific grounds for statutory disqualification enacted by the Sarbanes-Oxley Act in Section 15(b)(4)
(H) of the Exchange Act, and/or

• associations with certain other persons subject to statutory disqualification as described in Section
3(a)(39)(E) of the Exchange Act,

then the member organization and/or covered person should consult Notice 09-19 to determine when an
application for relief should be filed under the NYSE Rule 9520 Series.

Notice 09-19 references hearings conducted by FINRA's National Adjudicatory Council (“NAC”) under
FINRA's Rule 9520 Series. The Exchange did not adopt FINRA's NAC procedures, and any review of an
application where there has been a recommendation of denial will be heard by the Exchange Board of
Directors under NYSE Rule 9524.

Questions concerning interpretations of Exchange rules in connection with this Information Memo should be
directed to:

• Clare Saperstein, Senior Vice President, NYSE Regulation, Inc., 212.656.2355, or
• David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166.

Attachment (FINRA Regulatory Notice 09-19 (April 2009))
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Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Information Memo 13-8 (May 24, 2013).
2  See Securities Exchange Act Release No. 69045 (March 5, 2012), 78 FR 15394 note 30 (March 11,

2013) (SR-NYSE-2013-02).
3  The notice is attached and also available at http://www.finra.org/web/groups/industry/@ip/@reg/@notice/

documents/notices/p118466.pdf.
4  See Securities Exchange Act Release No. 69963 (July 10, 2013), 78 FR 42573 (July 16, 2013) (SR-

NYSE-2013-49).
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August 23, 2013

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

FROM: NYSE REGULATION, INC

SUBJECT: ACCOUNT TYPE INDICATOR PHASE-IN EXTENDED TO FEBRUARY 3, 2014

Information Memo 12-25 (October 9, 2012) advised New York Stock Exchange LLC (“NYSE”) and NYSE
MKT LLC (“NYSE MKT”, together with NYSE, the “Exchange”) members and member organizations that,
among other things, the Exchange was eliminating certain obsolete equities Account Type Indicators
(“ATI”). Information Memo 13-10 (May 31, 2013) extended the phase-in deadline to September 3, 2013. The
deadline has now been extended to Monday, February 3, 2014. Accordingly, member organizations may
continue using the eliminated ATIs until February 3, 2014. After February 3, 2014, member organizations
must cease using the eliminated ATIs and must use the ATIs in Attachment A to Information Memorandum
12-25.

The Exchange anticipates publishing additional guidance concerning questions raised regarding Information
Memorandum 12-25 shortly.

Operational questions regarding this Information Memo should be directed to:

Bob Airo, Senior Vice President, NYSE Operations, 212.656.5663.

Questions regarding the NYSE and NYSE Amex Equities Rules and ATI requirements cited in this notice may
be addressed to:

Clare Saperstein, Senior Vice President, NYSE Regulation, Inc., 212.656.2355, or

David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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July 23, 2013

   TO: All MEMBERS AND MEMBER ORGANIZATIONS

FROM: NYSE REGULATION, INC

SUBJECT: AMENDMENT OF DMM QUOTING REQUIREMENT FOR NASDAQ UTP STOCKS

NYSE MKT (the “Exchange”) has amended NYSE MKT Rules 504 and 509 - Equities with respect to the
DMM quoting requirements applicable to Nasdaq securities traded on the Exchange pursuant to the unlisted

trading privileges (“UTP”) pilot program. 1   These rule changes will be effective August 1, 2013. 2 

I. Background

NYSE MKT Rule 509(a)(1) - Equities states that a DMM unit registered in Nasdaq Securities must maintain
a quote at the National Best Bid or Offer (“inside”) in each assigned Nasdaq Security an average of at least
10% of the time during the regular business hours of the Exchange for each calendar month for Nasdaq
Securities with a consolidated average daily volume (“CADV”) of less than one million shares per calendar
month and an average of at least 5% of the time during the regular business hours of the Exchange for each
calendar month for Nasdaq Securities with a CADV equal to or greater than one million shares per calendar
month. As such, a DMM in a Nasdaq Security is required to meet these quoting requirements on a stock-by-
stock basis.

II. Amendments to NYSE MKT Rules 504 and 509 - Equities

Effective August 1, 2013, NYSE MKT Rule 509(a)(1) will require that DMM units in Nasdaq Securities to
maintain a bid or offer at the NBBO for a certain percentage of the trading day on a portfolio basis. The
percentage required depends on whether the stock is a “More Active Security” or “Less Active Security”
security as defined in Rule 103B(II)(B) and (C) - Equities. Under the amended rule, a DMM unit must maintain
a bid or offer at the NBBO for at least 15% of the trading day for Nasdaq securities in which the DMM
unit is registered with a consolidated average daily volume (“CADV”) of less than one million shares (i.e.,
Less Active Securities) and at least 10% of the trading day for Nasdaq securities in which the DMM unit is
registered with a CADV equal to or greater than one million shares (i.e., More Active Securities).

The Exchange also amended Rule 504(b)(1)(A) (Nasdaq Security Assignment) by deleting the text setting out
the DMM quoting requirements of Rule 509 and replacing the repetition of the text with a cross-reference to
Rule 509.

III. Staff Contacts

Questions concerning interpretations of Exchange rules in connection with this Information Memo should be
directed to:

• Clare Saperstein, Vice President, NYSE Regulation, Inc., 212.656.2355, or
• David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166.

Attachment (Amended Rules 509(a)(1) & 504(b)(1)(A))

Additions underscored

Deletions [bracketed]
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NYSE MKT Rules - Equities

Rule 504 - Equities. Nasdaq Security Assignment

(a) No change.

(b) DMM Unit Eligibility and Assignment

(1) No change.

(A) A DMM Unit must maintain a quote at the National Best Bid or Offer according to the levels set forth in
Rule 509 - Equities[in each assigned Nasdaq Security an average of at least 10% of the time during the
regular business hours of the Exchange for each calendar month for Nasdaq Securities with a consolidated
average daily volume of less than one million shares per calendar month and an average of at least 5% of the
time during the regular business hours of the Exchange for each calendar month for Nasdaq Securities with a
consolidated average daily volume equal to or greater than one million shares per calendar month].

* * * * *

Rule 509 - Equities. Dealings of DMM Units and SLPs

(a) DMM Units registered in one or more Nasdaq Securities must comply with all “DMM rules”, as defined in
Rule 98 - Equities, subject to the following modifications:

(1) In lieu of Rule 104(a)(1)(A) - Equities, with respect to maintaining a continuous two-sided quote with
reasonable size, a DMM Unit must maintain a bid or an offer [quote] at the National Best Bid and National
Best Offer (“inside”) at least 15% of the trading day for Nasdaq Securities in which the DMM Unit is registered
with a consolidated average daily volume of less than one million shares, and at least 10% for Nasdaq
Securities in which the DMM Unit is registered with a consolidated average daily volume equal to or greater
than one million shares[in each assigned Nasdaq Security an average of at least 10% of the time during the
regular business hours of the Exchange for each calendar month for Nasdaq Securities with a consolidated
average daily volume of less than one million shares per calendar month and an average of at least 5% of
the time during the regular business hours of the Exchange for each calendar month for Nasdaq Securities
with a consolidated average daily volume equal to or greater than one million shares per calendar month].
Time at the inside is calculated as the average of the percentage of time the DMM Unit has a bid or offer at
the inside. In calculating whether a DMM Unit is meeting the 15[10]% or 10[5]% measure, credit will be given
for executions for the liquidity provided by the DMM Unit. Reserve or other hidden orders entered by the DMM
Unit will not be included in the inside quote calculations.

* * * * *

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  NYSE MKT Rules 500-525 - Equities, as a pilot program, govern the trading of any Nasdaq-listed
security on the Exchange pursuant to UTP. The UTP pilot program includes any security listed
on Nasdaq that has been (1) designated as an "eligible security" under the Joint Self-Regulatory
Organization Plan Governing the Collection, Consolidation and Dissemination of Quotation and
Transaction Information for Nasdaq-Listed Securities Traded on Exchanges on an Unlisted Trading
Privilege Basis, as amended, and (2) admitted to dealings on the Exchange pursuant to a grant of
unlisted trading privileges in accordance with Section 12(f) of the Securities Exchange Act of 1934
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(collectively, "Nasdaq Securities"). The UTP Pilot Program is currently scheduled to expire on the
earlier of SEC approval to make the pilot permanent or January 31, 2014. See Securities Exchange Act
Release No. 69814 (June 20, 2013) (SR-NYSEMKT-2013-53).

2  See Exchange Act Release No. 34-69952 (July 9, 2013), 78 FR 421135 (July15, 2013) (SR-
NYSEMKT-2013-61).
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July 16, 2013

   TO: All MEMBERS AND MEMBER ORGANIZATIONS

FROM: NYSE REGULATION, INC

SUBJECT: DELETION OF RULES 95(C) AND (D) AND RELATED SUPPLEMENTARY MATERIAL

NYSE and NYSE MKT (the “Exchange”) have deleted Rules 95(c) and (d) concerning restrictions on the

ability of a Floor broker to engage in intra-day trading. 1   The Exchange also deleted Rule 95 Supplementary
Material .20 and .30, which set forth examples applicable to NYSE Rule 95(c) and (d). The rule deletion is

effective immediately. 2 

Members and member organizations should note that deletion of these rules does not impact ongoing
disciplinary actions involving violations of Rule 95(c) and (d) or the Exchange's ability to bring disciplinary
action for conduct in violation of Rule 95(c) or (d) that occurred prior to the time the rule was deleted.

Staff Contacts

Questions concerning interpretations of Exchange rules in connection with this Information Memo should be
directed to:

• Clare Saperstein, Vice President, NYSE Regulation, Inc., 212.656.2355, or
• David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166.

Attachment (Revised Rule 95)

Additions: Underlined

Deletions: [Bracketed]

New York Stock Exchange LLC Rules

Rule 95. Discretionary Transactions

(a) No member while on the Floor shall execute or cause to be executed on the Exchange, or through ITS
or any other Application of the System, any transaction for the purchase or sale of any stock with respect
to which transaction such member is vested with discretion as to (1) the choice of security to be bought or
sold, (2) the total amount of any security to be bought or sold, or (3) whether any such transaction shall be
one of purchase or sale. The member must receive all material terms of an order, as referenced in (1), (2),
and (3), from the member's customer off the Floor, and may not simply rely on a general understanding
of the customer's intentions and thereby create an order or a material term of an order on the Floor. For
example, a member who has purchased stock pursuant to a customer's off-Floor order may not simply
rely on an understanding of the customer's strategy to sell the stock if it becomes profitable to do so, but
must first obtain a new order to sell entered by the customer from off the Floor. See also Rule 90 and the
supplementary material thereto.

(b) The provisions of paragraph (a) of this Rule shall not apply to any transaction permitted by Rule 93 for any
account in which the member executing such transaction is directly or indirectly interested.

[(c) If a Floor broker acquires a position for an account during a particular trading session while representing
at the same time, on behalf of that account, market or limit orders at the minimum variation on both sides
of the market, the broker may liquidate or cover the position established during that trading session only
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pursuant to a new order (a liquidating order) which must be time-recorded upstairs and upon receipt on the
trading Floor. All liquidating orders as described above must be marked on the Floor as “BC” in the case of an
order covering a short position, or “SLQ” in the case of the sell order liquidating a long position.

(d) For the purposes of this rule, an account shall be deemed any account in which the same person or
persons is directly or indirectly interested. A Floor broker representing an order to liquidate or cover a
position, which was established during the same trading session at a time when the broker represented
orders at the minimum variation on both sides of the market for the same account, must execute that
liquidating or covering order before any other order on the same side of the market for that account.]

• • • Supplementary Material: 

.10 The provisions of this rule shall not apply to (i) any order to liquidate a position carried over from a
previous trading session; (ii) any order liquidating any part of a position assumed as part of a strategy relating
to bona fide arbitrage; and (iii) any order liquidating any part of a block position assumed in reliance on the
exemption for block positioners contained in Section 11(a)(1)(A) of the Securities Exchange Act.

.20 Reserved [The following examples illustrate the operation of paragraphs (c) and (d) above. All examples
assume that orders are for the same account, and are market buy-minus/sell-plus orders, or limit orders at the
minimum variation.

B = buy order SL = sell long order
BC = buy to cover short order *  SS = sell short order

T = acquiring trade SLQ = sell long to liquidate order * 
* 

*  Designation not used for system orders

I. No Carry-Over Position

A. Crowd

B 5000, SS 5000

T: buy 2000

Steps

1. obtain SLQ 2000 order to liquidate that day
2. SS 5000 order cannot be executed while contra side position exists

B. Crowd

B 5000, SS 5000

T: sell short 2000

Steps

1. obtain BC 2000 order to liquidate that day
2. B 5000 order cannot be executed while contra side position exists

II. Carry-Over Position (2000 shares long)

A. Crowd

B 5000, SL 2000

T: buy 3000
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Steps

1. obtain SLQ 3000 order to liquidate new position that day
2. SL 2000 order should be executed first (representing the carry-over position)

III. Carry-Over Position (2000 shares short)

A. Crowd

B 5000, SS 5000

T: sell short 3000

Steps

1. obtain BC 3000 order to liquidate new position that day
2. 2000 shares of B 5000 order may be executed to cover 2000 share carry-over position
3. BC 3000 order must be executed before balance of B 5000 order may be executed.]

.30 Reserved [The following examples indicate the types of buy and sell orders that a member may and may
not represent for the same customer at the same time.

Permitted

• Buy 10,000 at 25 and Sell short, or sell long 10,000 at 25 plus minimum
trading variation

• Buy 10,000 at-the-market
“buy minus”

and Sell 10,000 at-the-market “sell plus” (if “long”)

• Buy 10,000 at-the-market and Sell 10,000 at-the-market, contingent upon the entire
buy order being completed first

Not Permitted

• Buy 10,000 at-the-market and Sell 10,000 at-the-market
• Buy 10,000 at-the-market and Sell 10,000 at a limit discretion at that limit and higher]

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Rule 95(c) provided that if a Floor broker acquires a position for an account during a particular trading
session, while at the same time on behalf of that same account, representing market or limit orders at
the minimum variation on both sides of the market, the Floor broker may liquidate or cover the position
only pursuant to a new order, which must be time-recorded upstairs and upon receipt on the Floor.
NYSE Rule 95(d) defined an account as any account in which the same person or persons is directly or
indirectly interested and further stated that a Floor broker representing an order to liquidate or cover a
position, which was established during the same trading session at a time when the broker represented
orders at the minimum variation on both sides of the market for the same account, must execute that
liquidating or covering order before any other order on the same side of the market for that account.

2  See Exchange Act Release No. 34-69983 (July 12, 2013), (SR-NYSE-2012-57); (SR-
NYSEMKT-2012-58).

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

509

http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 13-14

Click to open document in a browser

June 24, 2013

   TO: All MEMBERS AND MEMBER ORGANIZATIONS

FROM: NYSE REGULATION, INC

SUBJECT: DELETION OF NYSE RULE 476(a)(8) (WASH SALES)

New York Stock Exchange LLC (“NYSE” or the “Exchange”) members and member organizations are advised
that the Exchange has amended its rules governing wash sales in order to harmonize the Exchange's rules
with the rules of the Financial Industry Regulatory Authority (“FINRA”). Specifically, the Exchange deleted

Rule 476(a)(8), 1   so that potential wash sale activity is now governed by NYSE Rules 6140(a) and (b), which

are substantially the same as FINRA Rules 6140(a) and (b). 2   The rule deletion is effective immediately. 3 

NYSE Rule 6140(a) provides that no member, member organization, principal executives, approved persons,
registered or non-registered employees of a member or member organization or persons otherwise subject

to the jurisdiction of the Exchange 4   may execute or cause to be executed or participate in an account for
which there are executed purchases of any NMS stock as defined in Rule 600(b)(47) of SEC Regulation
NMS (“designated security”) at successively higher prices, or sales of any such security at successively lower
prices, for the purpose of creating or inducing a false, misleading or artificial appearance of activity in such
security or for the purpose of unduly or improperly influencing the market price for such security or for the
purpose of establishing a price that does not reflect the true state of the market in such security.

NYSE Rule 6140(b) prohibits a member or member organization, for the purpose of creating or inducing
a false or misleading appearance of activity in a designated security or creating or inducing a false or
misleading appearance with respect to the market in such security, from:

(1) executing any transaction in such security which involves no change in the beneficial ownership
thereof;

(2) entering any order or orders for the purchase of such security with the knowledge that an order or
orders of substantially the same size, and at substantially the same price, for the sale of any such
security, has been or will be entered by or for the same or different parties; or

(3) entering any order or orders for the sale of any such security with the knowledge that an order or
orders of substantially the same size, and at substantially the same price, for the purchase of such
security, has been or will be entered by or for the same or different parties.

Members and member organizations should note that the Exchange may still bring disciplinary actions in
appropriate cases where a market participant engages in a significant amount of trades without change of
beneficial ownership, even if such activity does not violate Rule 6140(b) per se. Such conduct could also
constitute conduct inconsistent with just and equitable principles of trade or unethical activity under NYSE
Rule 2010, and give rise to other violations such as failure to supervise under NYSE Rule 342.

Staff Contacts

Questions concerning interpretations of Exchange rules in connection with this Information Memo should be
directed to:

• Clare Saperstein, Vice President, NYSE Regulation, Inc., 212.656.2355, or
• David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Exchange Act Release No. 34-69751 (June 13, 2013), 78 FR 36611 (June 18, 2013) (SR-
NYSE-2013-29). NYSE MKT LLC anticipates making a similar filing to delete its version of Rule 476(a)
(8) shortly.

2  See Exchange Act Release No. 59965 (May 21, 2009), 74 FR 25783 (May 29, 2009) (SR-
NYSE-2009-25).

3  Deletion of the rule, however, does not impact ongoing disciplinary actions involving violations of Rule
476(a)(8) or the Exchange's ability to bring disciplinary action for conduct in violation of Rule 476(a)(8)
that occurred prior to the time the rule was deleted.

4  The categories "principal executives, approved persons, registered or non-registered employees of a
member or member organization or persons otherwise subject to the jurisdiction of the Exchange" were
added to Rule 6140(a) and (b) so that there would be no change to the scope of persons subject to
disciplinary action for wash sales as a result of the deletion of NYSE Rule 476(a)(8).
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June 19, 2013

   TO: All MEMBERS AND MEMBER ORGANIZATIONS

FROM: NYSE REGULATION, INC

SUBJECT: RUSSELL RECONSTITUTION - JUNE 28, 2013

IMPORTANT - READ IN ENTIRETY
PLEASE SHOW TO YOUR COMPLIANCE OFFICER
AND HEAD OF TRADING OPERATIONS

I. Purpose

Following the close of trading on June 28, 2013, the Russell Investment Group will reconstitute certain of
its indices, including the Russell Global Index, Russell 3000® Index and the Russell Microcap® Index. This
reconstitution may significantly affect the volume of trading on the New York Stock Exchange LLC (“NYSE”)
and NYSE MKT LLC (“NYSE MKT”) (collectively, the “Exchange”), particularly leading into the close on June
28.

This Information Memorandum reminds members and member organizations of certain Exchange Rules and
policies regarding:

• entry and cancellation of market-on-close/limit-on-close (“MOC/LOC”) and Closing Offset (“CO”)
orders;

• publication of on-the-close imbalances; and
• printing the closing transaction.

This memorandum also provides guidance on possible system interruption scenarios and the operation of
certain Exchange Rules and policies in the event that such a scenario occurs.

II. Background

Reconstitution of certain Russell Indexes will take effect after the close of U.S. equity markets on June
28, 2013. On June 14, 2013, the Russell Investment Group published a preliminary list of additions and
deletions to the Russell Global, Russell 3000® and Russell Microcap® Indexes. The Exchange expects that
during the trading day on June 28, and especially at or near the Close, significant trading volume associated
with portfolio rebalancing will be initiated based upon those lists. For more information on the Russell
Reconstitution, see http://www.russell.com/indexes/tools-resources/reconstitution.asp.

III. Exchange Rules and Policies Relating to the Close

a. MOC/LOC and CO Order Entry and Cancellation

Exchange Rule 123C (Closing Procedures) applies to the close on June 28, subject to the contingency
scenarios outlined below in the event of a systems outage. In addition, although certain categories of
imbalance publications (such as Informational Imbalances) require prior Floor Official approval, given the
number of imbalance publications expected and the sensitivity surrounding the Close on June 28, DMMs are
encouraged to consult with and receive the approval of a Senior Floor Official or higher.

While the Exchange expects its systems to operate normally on June 28, in the unlikely event of a systems
interruption leading into or at the Close, the Closing Procedures set out in Exchange Rule 123C would apply
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in the event the Exchange declared a regulatory halt in one or more securities. In the event that one or both
marketplaces invokes exemptive powers under Exchange Rule 123C(9) (Closing Procedures - Extreme Order
Imbalances at or Near the Close), the terms of that rule would govern the handling of orders at the Close. See
Section d below.

In connection with the entry of MOC/LOC and CO orders generally, members and member organizations
should pay particular attention to the following:

• A “published imbalance” is an imbalance that has been disseminated to the Tape. An imbalance
that is announced orally or physically posted at the panel is not considered to be a published
imbalance. The Exchange Order Imbalance Information product, a data feed of real-time order
imbalances that accumulate prior to the opening of trading on the Exchange and prior to the close of
trading on the Exchange, does not constitute a “published imbalance.”

• Brokers and traders are reminded that, while they should enter orders as early in the day as
possible, all MOC/LOC orders (unless to offset a published imbalance) must be entered by 3:45

p.m. 1 
• Entering MOC/LOC orders early provides DMMs with the opportunity to more quickly identify

potential order imbalances that might exist at the Close and to disseminate that information. This,
in turn, enables brokers and traders to more effectively identify potential offsetting customer interest
that could mitigate any imbalance. MOC/LOC and CO orders entered prior to 3:45 p.m. may be
canceled or reduced prior to that time for any reason.

• After 3:45 p.m., MOC/LOC orders may be entered only to offset a security's published imbalance,
while CO orders may be entered in any amount on either side of the market. During this time period,

MOC/LOC and CO orders may be canceled or reduced in size only to correct a legitimate error. 2

   This also applies to instances where cancel/replace functionality is used. Please note that FINRA
will continue to closely monitor the cancellation of MOC/LOC and CO orders pursuant to Exchange
Rules.

• After 3:58 p.m., MOC/LOC and CO orders may not be cancelled or reduced in size for any reason,
except in accordance with Exchange Rule 123C(9).

• In the event of a trading halt effective at 3:45 p.m. or later, MOC/LOC orders may be entered only to
offset a published imbalance. CO orders, however, may be entered in any amount on either side of
the market. See Exchange Rule 123C(2)(c).

b. Imbalance Publications 3 

Exchange Rule 123C(5) provides for the publication of order imbalances as described below. In the event of a
system interruption, the times and requirements listed here may change.

1. Informational Imbalance Publications between 3:00 p.m. and 3:45 p.m.

Between 3:00 p.m. and 3:45 p.m., DMMs are encouraged to issue Informational Imbalance Publications of
any size if they believe that there could be significant price dislocation at the Close. These publications are
informational only and do not limit MOC/LOC or CO order entry or cancellation before 3:45 p.m. DMMs who
wish to issue Informational Imbalance Publications must obtain prior approval from a Floor Official or qualified
Exchange employee (see Exchange Rule 46.10) prior to issuance. As volume may be greater than normal on
June 28, 2013, DMMs should issue Informational Imbalance Publications as early as possible.

2. Mandatory MOC/LOC Imbalance Publications at 3:45 p.m.

As soon as practicable after 3:45 p.m., Exchange systems will publish any MOC/LOC imbalance of 50,000
shares or more for NYSE-listed securities and 25,000 shares or more for NYSE MKT listed securities. Other
significant imbalances of lesser size (e.g., less than 50,000/25,000 shares but significant relative to the
average daily trading volume (“ADTV”) of a particular security) may be published by the DMM with Floor
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Official or qualified Exchange employee approval. 4   In addition, any Informational Imbalance Publication
issued prior to 3:45 p.m. must be updated at 3:45 p.m. Exchange systems will publish an imbalance of
50,000 shares (NYSE), 25,000 shares (NYSE MKT) or more. If there is an imbalance of any lesser size that
is significant relative to the ADTV of the stock, it may be published by the DMM with prior Floor Official or
qualified Exchange employee approval. If there is no such imbalance, a “no imbalance” indication must be
issued by the DMM.

3. Mandatory MOC/LOC Imbalance Publications after a Trading Halt

If a trading halt is in effect at 3:45 p.m. but is lifted prior to the Close, MOC/LOC imbalances of 50,000 shares
(NYSE), 25,000 shares (NYSE MKT), or more should be published by the DMM as soon as possible after
the resumption of trading. Additionally, any imbalance of lesser size if significant relative to the ADTV may
be published by the DMM as soon as possible after trading reopens, subject to prior Floor Official or qualified
Exchange employee approval. If the trading halt is not lifted before the Close, there will not be any imbalance
publications.

4. Exchange Publication of Order Imbalance Information

In addition to the Informational Imbalance and Mandatory MOC/LOC Imbalance Publications described
above, the Exchanges also make available real-time Order Imbalance Information prior to the Close in
accordance with Exchange Rule 123C(6). These publications take place approximately every five (5) seconds
between 3:45 p.m. and 4:00 p.m. The Order Imbalance Information publications use a reference price (see
Exchange Rule 123C(6)(a)(iii)) in order to indicate how many shares would be needed to close the security at

that price, including MOC, marketable LOC and CO orders. 5   Beginning at 3:55 p.m., the Order Imbalance
Information publications also include stop orders, d-Quotes and all other e-Quotes containing pegging

instructions eligible to participate in the closing transaction. 6 

As noted above, Order Imbalance Information publications are solely for informational purposes and off-
setting interest must not be submitted in response to Order Imbalance Information publications. Off-setting
MOC/LOC interest may be submitted only as described in this memo in response to a Mandatory MOC/LOC
Imbalance Publication issued at 3:45 p.m. or after a trading halt in accordance with Rule 123C(2).

c. Printing the Closing Transaction

1. Exchange Rules 116.40 and 123C(8)

DMMs are reminded that the closing transaction must be printed consistent with Exchange Rules 116.40
and 123C(8) and must accurately reflect both the closing price and closing volume when printing the closing

transaction. 7   Additionally, DMMs are reminded of their obligation to maintain a fair and orderly market
pursuant to Rule 104.

2. Verbal Interest and e-Quotes at the Close

DMMs should take all interest, including verbal, e-Quoted and Display Book interest, into account when
formulating the Close. Depending on whether it is marketable or not, verbal interest may be handled
differently than e-Quoted interest at the Close. Marketable verbal interest is included with all market and MOC
interest at the Close, while limited verbal interest and e-Quotes are on parity with limit orders. DMMs are
reminded that verbal interest from a Floor broker should be handled one of two ways: entered into GTM by
NYSE Operations staff or into the crowd field of the Closing template by the DMM.

Pursuant to Rule 342, members and member organizations must ensure that they have adequate written
policies, procedures and controls in place to detect, deter and prevent conduct inconsistent with the guidance
set forth above. Any member who believes that the above procedures have not been adhered to should
report his or her concern to the FINRA On-Floor Surveillance Unit.
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3. Orders to Offset MOC/LOC Imbalances at the Close to Mitigate Price Disparity

Exchange Rule 902 (Off Hours Trading Orders) provides for entry of orders after the Close. Rule 902(a)(ii)(B)
permits DMMs to include in the calculation of the Close legitimate market interest that has agreed to offset
all or part of any MOC imbalance that existed prior to the Close at 4:00 p.m. The DMM's use of this offsetting
interest to minimize significant price dislocation on the Close will result in a closing-price coupled order
between the DMM and member, member organization or customer. If the member, member organization
or customer agrees, the DMM may include this interest in offsetting an imbalance when setting the closing
price and increase DMM participation in the closing print to the extent of the new contra interest. After the
Close, the DMM will liquidate or cover the related dealer position, and the member, member organization or
customer will acquire the position. Such closing-price coupled orders are executed at the Ramp.

It is important to note that Rule 902 may not be relied on for the entry of an order after the Close when
there is no MOC/LOC imbalance or when the imbalance would not result in significant volatility and/or price
dislocation. In addition, it cannot be used if the Close has already been printed.

d. Extreme Order Imbalances at or Near the Close

In order to avoid significant dislocation in the closing price that may result from an order entered or
represented at or near the Close, Exchange Rule 123C(9) permits the Exchange, on a security-by-security
basis, to temporarily suspend the hours of operation under Rule 52 so that offsetting interest may be solicited
from both on-Floor and off-Floor participants and entered to reduce the size of the imbalance. Extensions
of trading under Rule 123C(9) may be designated by the Exchange for a specific time period. Off-setting
interest is solicited using Exchange Trader Updates as well as messages sent directly to Floor broker hand-
held devices. These Exchange issued solicitation requests include information regarding security symbol,
the imbalance amount and side, the last sale price, and a designated order acceptance cutoff time (generally
five minutes from the issuance of the solicitation request). Offsetting interest submitted in response to an
Exchange-issued solicitation request must be a limit order priced no worse than the last sale, irrevocable
and entered no later than the order acceptance cut-off time indicated in the solicitation request. Exchange
systems will accept interest entered electronically in the named security, after 4:00 p.m. only if Rule 123C9(a)
(1) is invoked.

Exchange systems will not verify side or price, and will not block post-4:00 p.m. cancellation of interest
submitted under this rule. Therefore, member and member organizations entering such interest are
responsible for ensuring compliance with the rule, such that the only interest that may be entered in response
to such a solicitation request is: (i) offsetting; (ii) a limit order priced no worse than the last sale price; and (iii)
not cancelled.

Failure to comply with these requirements for entering electronic interest in response to a solicitation request
is a violation of Exchange rules and may result in disciplinary action. See Information Memoranda 09-20 (May
5, 2009) and 10-52 (December 22, 2010).

Rule 123C(9) also permits temporary suspension of the prohibition on the cancellation or reduction of a MOC/
LOC order after 3:58 p.m. where there is a legitimate error in such an order and the execution of the order
would cause significant price dislocation at the Close.

Only the DMM assigned to a particular affected security may request relief under Rule 123C(9). A request
for relief under Rule 123C(9) must be approved and supervised by an Executive Floor Governor or qualified
NYSE Euronext employee and supervised by a qualified Exchange officer, as defined in Rule 48(d). All Rule
123C(9) related approvals must be recorded in FORTE.

IV. Contingencies in the Event of a System Interruption

a. Contingency Scenarios
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NYSE Operations has notified all members and member organizations as to how to proceed in the event of a
systems outage on June 28, 2013. There are four contingency scenarios, each of which is described below
for convenience. Members and member organizations should refer to the NYSE Operations memorandum
published June 10, 2013, for further details. The memo is available on www.nyx.com at http://www.nyse.com/
pdfs/Russell Contingencies 2013 final.pdf. In addition, members and member organizations are advised
that in Contingency Scenarios 2 and 3, the procedures of Exchange Rule 123C will operate pursuant to the
trading halt provisions.

1. Contingency Scenario 1

In the event of a system interruption that occurs intraday whereby normal trading is resumed prior to
3:45 p.m. the Exchanges will begin the normal Market on Close posting process (3:45 p.m., with some
Informational Imbalance publications as early as 3:00 p.m.). There will be tyhe normal 4:00 p.m. close time.

2. Contingency Scenario 2

In the event of a system interruption that occurs intraday and normal trading is resumed between 3:45
and 3:59 p.m., the Exchanges will bypass the normal 3:45 p.m. MOC publication and utilize a single MOC
publication before the 4:00 p.m. close time, if practicable. although the Closing process may extend later than
the usual 4:00 p.m. close time, order delivery will stop at 4:00 p.m. Any orders in Exchange systems will be
executed in one Closing trade as soon as possible thereafter.

3. Contingency Scenario 3

In the event of a system interruption that occurs intraday and service is restored after the 4:00 p.m. close
time, the Exchange may not publish the 3:45 p.m. Mandatory MOC/LOC Imbalance Publication. The
Exchange will notify market participants of the new close time and will price the close at or around this time.
The new time will be communicated to market participants via the market wide call and a system status
posting.

4. Contingency Scenario 4

In the event of a system interruption that occurs intraday and service is not restored, the NYSE and NYSE
MKT closing prices on June 28 will be the last regular way trade on the NYSE and NYSE MKT, respectively.
(Note: Pursuant to NYSE and NYSE MKT Rule 440B(c)(3), under these circumstances, the Exchanges will
use the Consolidated last sale prices in the affected symbols, instead of last sale prices on the Exchange, to
calculate the Trigger Prices pertaining to the Short Sale Price Test on Monday, July 1.)

b. Contingency Preparedness

Members are reminded that they should have Floor stationery supplies onhand in the event they are unable
to enter or cancel orders through the system. Should a system interruption affect electronic time-stamping
functionality, members and member organizations may manually record required time information. If the
broker Booth Support System (BBSS) is functioning, but the broker handheld is not, Floor brokers must
carry the BBSS time onto their paper orders. Under all other circumstances, the time of order entry must be
recorded by hand in the Booth, by the Floor broker or clerk.

V. Adequacy of Operations and Supervisory Staff

All members and member organizations, including DMMs, should ensure that both operational and
supervisory staffing on and around June 28, 2013 will be sufficient to monitor and process all orders,
regardless of the form in which they are received, as well as to handle the increased workload anticipated
as a result of the Russell Reconstitution. All members and member organizations should also review their
systems to ensure that they have adequate capacity to handle the expected increase in volume. For example,
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DMM firms should review their DMM Unit algorithm to ensure that they meet their obligations to maintain
a fair and orderly market. DMMs are reminded to seek the advice of a Floor Official regarding any unusual
situations as quickly as possible.

VI. Supervision

a. Review of Policies and Procedures

Members and member organizations should carefully review their procedures as well as their supervisory
systems for handling orders in connection with the Russell Reconstitution on June 28, 2013. Members
and member organizations are expected to review their practices for handling orders at or near the Close,
particularly with respect to any orders where there is an on-close or other price guarantee for those securities
that are part of the rebalancing. Reviews should include both orders that are handled manually as well as
those orders that are handled systemically, such as orders that are handled by a computer algorithm. In
addition, members and member organizations should take all necessary steps to ensure that the relevant
trading, compliance and back-office staff are familiar with firm procedures for handling orders at or near the
Close. Members and member organizations should also be mindful of the guidance issued in Information
Memo 09-22 (May 28, 2009), available at http://www.nyse.com/nysenotices/nyse/information-memos/
pdf?memo_id=09-22, regarding procedures for escalating and addressing inquiries arising from real-time
regulatory or trading issues.

In addition, members and member organizations are reminded of their obligation to have adequate
systems and controls relating to the use of firm systems by correspondents or others. Please consult NYSE
Information Memos 11-13 (May 16, 2011), available at http://www.nyse.com/nysenotices/nyse/information-
memos/pdf?memo_id=11-13, for more information.

b. Adequacy of Compliance Program

Members and member organizations are also reminded to ensure that they have in place a robust compliance
program that includes adequate supervisory policies and procedures to monitor for compliance with
Exchange Rule 123C and the guidance contained in this Information Memo. Firm policies and procedures
must be adequate to ensure that all procedures related to MOC/LOC orders and orders entered at or near
the Close are appropriately followed, and to detect and deter any actions that may violate Exchange or SEC
rules.

c. Due Diligence Requirements

Consistent with the requirements of Exchange Rule 405, before any order with instructions to participate at
the close is transmitted to the Floor the member or member organization accepting the order must exercise
due diligence to learn the essential facts relative to the order, including the purpose and propriety of the at-
the-close instruction. In addition, an imbalance of orders at or near the Close, caused in part by the entry of
such orders, could lead to trading being halted in the security and such orders not receiving an execution.

d. Supervision to Prevent Improperly Affecting the Close

Members and member organizations must also ensure that their activity does not artificially impact the closing
price. As such, members, member organizations and compliance staff should be mindful of Information
Memo 05-52 (August 1, 2005), available at http://www.nyse.com/nysenotices/nyse/information-memos/pdf?
memo_id=05-52, regarding Volume Weighted Average Price (VWAP) trading at or near the Close, which
addresses the responsibility for ensuring that trading strategies engaged in to facilitate or hedge VWAP
orders have an economic basis and do not have the effect of marking the close or marking the value of a
position. Member organizations should also be aware that certain orders and order entry practices may have
the potential to cause price dislocation before the Close or distort the closing price due to prevailing market
conditions at the time the order is entered. Similarly, trading at or near the Close is of particular concern due
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to the condensed time frame for execution, where the resultant closing price is used to set benchmarks, such
as index rebalancing. As a result, manipulation concerns may be heightened when trading occurs at or near
the close.

Firms should review procedures utilized in connection with orders to be executed at or near the Close with
their traders and other order-entry personnel. Firms should also review systemic order-entry functions
(e.g., algorithms or “smart servers”) for compliance with the provisions of this Information Memorandum.
Firms should also review the provisions of Information Memo 95-28 (July 10, 1995), available at http://
www.nyse.com/nysenotices/nyse/information-memos/pdf?memo_id=95-28, which discusses trading near
the Close and activity that would constitute violations of Exchange Rules as well as federal securities laws.
In that connection, members and member organizations are reminded that, where a firm has committed to
purchase from (sell to) a customer an order at a price that is derived from the closing price (e.g., VWAP and
MOC orders) while also reserving a significant portion of its hedging or covering transaction to be executed
at or near the Close, they must operate with substantial care. If the transaction is completed in a manner
that does not effectively place the firm at market risk or if the transaction does not provide an opportunity
for possible contra side interest to develop and/or react to the activity, it would raise manipulative concerns
and would operate as conduct inconsistent with just and equitable principles of trade. Members and member
organizations should consult Information Memo 05-52 for further guidance.

e. Compliance with Federal Securities Laws and Rules

In addition to complying with Exchange Rules and policies, members and member organizations should
review other applicable federal securities laws and regulations, including Section 9(a)(2) of the Securities
Exchange Act, Regulation SHO and Rule 10b-5, as well as the margin and capital rules. Firms must ensure
that they have adequate policies and procedures to detect, deter and prevent such potentially violative
conduct.

VII. Staff Contacts

Operational questions regarding this Information Memo should be directed to:

• Robert Airo, Senior Vice President, NYSE Operations, at 212.656.5663, or
• Paul Bauccio, Senior Vice President, NYSE Operations, at 212.656.2929, or
• Michael Rutigliano, Senior Vice President NYSE Operations, at 212.656.4679, or
• Dennis Pallotta, Director, NYSE Operations, at 212.656.5236, or
• Sonia Rosa, Vice President, NYSE Operations, at 212.656.2899.

Questions concern interpretations of Exchange Rules in connection with this Information Memo should be
directed to:

• Clare Saperstein, Vice President, NYSE Regulation, Inc., 212.656.2355, or
• David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166.

Regulatory questions relating to this Information Memo should be directed to:

• Patricia Bergholc, Director, FINRA On Floor Surveillance Unit, 917.281.3054, or
• Thomas C. Bruno, Director, FINRA Market Regulation, 917.281.3081, or
• John C. Saxton, Jr., Director, FINRA Market Regulation, 917.281.3114, or
• Michael Fryer, Director, FINRA Market Regulation, 917.281.3071.

Questions may also be directed to the FINRA On-Floor Surveillance Unit.

Should a member or member organization experience any systems issues, please immediately contact NYSE
Dot Services at 866.DOT.DESK (362.3375). For Regulatory matters emanating from systems issues, please
immediately contact the FINRA On-Floor Surveillance Unit at 917.281.3137 or OFSU@finra.org.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Exchange systems accept only those MOC/LOC orders entered after 3:45 p.m. that are on the contra
side of a published regulatory imbalance and reject all cancel requests sent after 3:58 p.m. for any
previously entered MOC/LOC order.

2  A "legitimate error" is an error in the term of an order, such as price, number of shares, buy/sell, or
identification of the security. See Exchange Rule 123C(1)(c).

3  Imbalance publications include both MOC and marketable LOC orders (based on the last sale price
at the time the publication is made). See Exchange Rule 123C(1)(b) and (d), defining "Informational
Imbalance Publications" and "Mandatory MOC/LOC Imbalance Publications." For more information on
how imbalance publications are calculated, see Exchange Rule 123C(4).

4  As with Informational Imbalance Publications, Floor Official approvals to issue certain Mandatory MOC/
LOC Imbalance Publications must be recorded in FORTE. Members must state the proposed imbalance
information and note any other relevant information (e.g., ADTV, size, degree of impact) in connection
with the request.

5  In the case of a buy (sell) imbalance, CO orders to sell (buy) at a price equal to or lower (higher) than the
reference price are to be included in the imbalance.

6  On a day that trading on the Exchange is scheduled to close earlier than 4:00 p.m., the Exchange will
disseminate Order Imbalance Information every five (5) seconds starting at 10 minutes prior to the
Close. See Exchange Rule 123C(6)(a)(v).

7  For more information on the execution of orders at the Close, see Exchange Rule 123C(7). Members
and member organizations are reminded that, when arranging the Close, they may not use the Display
Book system in an inappropriate manner designed to discover information about unelected stop orders.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 13-12

Click to open document in a browser

June 17, 2013

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, CHIEF OPERATIONS OFFICER,
OPERATIONS PARTNER AND LEGAL AND COMPLIANCE DEPARTMENTS

TO: All MEMBERS AND MEMBER ORGANIZATIONS

FROM: NYSE REGULATION, INC

SUBJECT: QUARTERLY EXPIRATION DAY - June 21, 2013

I. Purpose

Friday, June 21, 2013, will be a quarterly Expiration Day for stock and index options and futures products
whose settlement pricing is based upon New York Stock Exchange LLC (“NYSE”) and NYSE MKT LLC
(“NYSE MKT”) (collectively, the “Exchanges”) opening or closing prices on that day. This Information
Memorandum reminds members and member organizations of certain NYSE and NYSE MKT rules and
policies regarding opening imbalance publications, entry and cancellation of market-on-close/limit-on-close
(“MOC/LOC”) and closing offset (“CO”) orders, publication of on-the-close imbalances, and printing the
closing transaction.

II. Expiration Day Opening Imbalance Publication

Members and member organizations are reminded that the regular pre-opening procedures outlined in Rules
15 (Pre-Opening Indications) and 123D (Openings and Halts in Trading) apply on the June 21 Expiration Day.
Accordingly, Designated Market Makers (“DMMs”) should publish indications as promptly as practicable and
are reminded of their additional obligations under Rule 123D to publish one or more indications, under the
supervision of a Floor Official, in situations where the opening price would be affected by an imbalance of
market and limit buy and sell orders in a security.

In the event that one or both of the Exchanges invokes its exemptive powers under Rule 48 (Exemptive
Relief - Extreme Market Volatility Condition), the terms of that rule would govern the obligation to publish pre-
opening indications.

III. Rules and Policies Relating to the Close

A. MOC/LOC and CO Order Entry and Cancellation

Members and member organizations are reminded that the provisions of Rule 123C (Closing Procedures)
apply to the Close on the June 21 Expiration Day. While the Exchanges expect systems to operate
normally on June 21, in the unlikely event of a systems interruption leading into or at the Close, the Closing
Procedures set out in Rule 123C would operate as if the Exchanges had declared a regulatory halt in one or
more securities.

In the event that one or both of the Exchanges invoke its exemptive powers under Rule 123C(9) (Closing
Procedures - Extreme Order Imbalances at or Near the Close), the terms of that rule would govern the
handling of orders at the Close. See Section III. D, below.

In connection with the entry of MOC/LOC and CO orders, members should pay particular attention to the
following:

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

520

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P13-12%29f0a164f27b9f1000a09dd8d385ad169403?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


• A “published imbalance” is an imbalance that has been disseminated to the Tape. An imbalance
announced orally or physically posted at the panel is not considered to be a published imbalance.
See Section III. B, below. The Exchanges' Order Imbalance Information product, a data feed of
real-time order imbalances that accumulate prior to the opening and the closing of trading on the
Exchanges, does not constitute a “published imbalance.”

• Brokers and traders are reminded that, while they should enter orders as early in the day as
possible, all MOC/LOC orders (unless entered to offset a published imbalance) must be entered
electronically by 3:45 p.m. Entering MOC/LOC orders early provides DMMs with the opportunity
to more quickly identify and disseminate potential order imbalances that might exist at the Close.
This, in turn, enables brokers and traders to more effectively identify potential offsetting customer
interest that could mitigate any imbalance. MOC/LOC and CO orders entered prior to 3:45 p.m. may
be canceled or reduced prior to that time for any reason.

• After 3:45 p.m. Exchange systems will accept only MOC/LOC orders that offset a published
imbalance and CO orders may be entered in any amount on either side of the market.

• Between 3:45 p.m. and 3:58 p.m., MOC/LOC and CO orders may be canceled or reduced in size

only to correct a legitimate error. 1   This also applies to instances where cancel/replace functionality
is used.

• FINRA will continue to closely monitor the cancellation of MOC/LOC and CO orders.
• After 3:58 p.m., MOC/LOC and CO orders may not be cancelled, adjusted or reduced in size for any

reason except in accordance with Rule 123C(9). See Section III. D, below.
• In the event of a trading halt effective at 3:45 p.m. or later, MOC/LOC orders may be entered only to

offset a published imbalance. CO orders, however, may be entered in any amount on either side of
the market. See Rule 123C(2).

B. Imbalance Publications 2 

Rule 123C(5) provides for the publication of order imbalances as described below. In addition, members
and member organizations may refer to the attached quick-reference page for a summary of the times and
requirements for imbalance publications. DMMs are reminded that erroneous imbalance publications must be
corrected as soon as practicable.

1. Informational Imbalance Publications between 3:00 p.m. and 3:45 p.m.

Between 3:00 p.m. and 3:45 p.m., DMMs are encouraged to issue Informational Imbalance Publications
of any size if they believe that there could be significant price dislocation at the Close. These publications
are informational only and do not limit MOC/LOC or CO order entry or cancellation before 3:45 p.m. DMMs
who wish to issue an Informational Imbalance Publication must obtain prior approval from a Floor Official
or qualified Exchange employee (see Rule 46.10) prior to issuance. Floor Official approvals to issue
Informational Imbalance Publications must be recorded in the Floor Official Request Tracking Engine
(“FORTÉ”). Members must state the proposed imbalance information and note any other relevant information
(e.g., average daily trading volume (“ADTV”), size, or degree of impact) in connection with the request.

2. Mandatory MOC/LOC Imbalance Publications at 3:45 p.m.

As soon as practicable after 3:45 p.m., any MOC/LOC imbalance of 50,000 shares or more for NYSE-listed
securities, and 25,000 shares or more for NYSE MKT-listed securities, will be published by the Exchange.
Other significant imbalances of lesser size (i.e., less than 50,000/25,000 shares but significant relative to
the ADTV of a particular security) may be published by the DMM with Floor Official or qualified Exchange
employee approval. As with Informational Imbalance Publications, Floor Official approvals to issue certain
Mandatory MOC/LOC Imbalance Publications must be recorded in FORTÉ and members should state the
proposed imbalance information and note any other relevant information (e.g., ADTV, size, or degree of
impact) in connection with the request.
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In addition, any Informational Imbalance Publication issued prior to 3:45 p.m. must be updated. An imbalance
of 50,000 shares (NYSE)/25,000 shares (NYSE MKT), or more will be published. If there is an imbalance of
any lesser size that is significant relative to the ADTV of the stock, it may be published by the DMM with Floor
Official or qualified Exchange employee approval. If there is no such imbalance, a “no imbalance” indication
must be issued by the DMM.

3. Mandatory MOC/LOC Imbalance Publications after a Trading Halt

If a trading halt is in effect at 3:45 p.m. but is lifted prior to the Close, any MOC/LOC imbalance of 50,000
shares (NYSE)/25,000 shares (NYSE MKT), or more will be published by the DMM as soon as possible after
the resumption of trading. Additionally, any imbalance of lesser size if significant relative to the ADTV may
be published by the DMM as soon as possible after trading reopens, subject to prior Floor Official or qualified
Exchange employee approval. If the trading halt is not lifted before the Close, there will not be any imbalance
publications.

4. Exchange Publication of Order Imbalance Information

In addition to the Informational Imbalance and Mandatory MOC/LOC Imbalance Publications described
above, the Exchanges also make available real-time Order Imbalance Information prior to the Close in
accordance with Rule 123C(6). These publications take place approximately every five (5) seconds between
3:45 p.m. and 4:00 p.m. The Order Imbalance Information publications use a reference price in order to
indicate how many shares would be needed to close the security at that price, including MOC, marketable
LOC and CO orders. (For more information on how the reference price is determined, see Rule 123C(6)(a)
(iii)). Beginning at 3:55 p.m., the Order Imbalance Information publications also include stop orders, d-Quotes
and all other e-Quotes containing pegging instructions eligible to participate in the closing transaction.

As noted above, Order Imbalance Information publications are solely for informational purposes and off-
setting MOC/LOC interest must not be submitted in response to Order Imbalance Information publications.
Off-setting MOC/LOC interest may be submitted only as described in this memo in response to a Mandatory
MOC/LOC Imbalance Publication issued at 3:45 p.m. or after a trading halt in accordance with Rule 123C(2).

C. Printing the Closing Transaction

1. Rules 116.40 and 123C(8)

DMMs are reminded that the closing transaction must be printed consistent with Rules 116.40 and 123C(8)

and must accurately reflect both the closing price and closing volume when printing the closing transaction. 3

   Additionally, DMMs are reminded of their obligation to maintain a fair and orderly market pursuant to Rule
104.

2. Verbal Interest and e-Quotes at the Close

DMMs should take all interest, including verbal, e-Quoted and Display Book interest, into account when
formulating the Close. Depending on whether it is marketable or not, verbal interest may be handled
differently than e-Quoted interest at the Close. Marketable verbal interest is included with all market and MOC
interest at the Close, while limited verbal interest and e-Quotes are on parity with limit orders. DMMs are
reminded that verbal interest from a Floor broker should be handled one of two ways: entered into GTM by
NYSE Floor Operations staff or into the crowd field of the Closing template by the DMM.

Pursuant to Rule 342, members and member organizations must ensure that they have adequate written
policies, procedures and controls in place to detect, deter and prevent conduct inconsistent with the guidance
set forth above. Any member who believes that the above procedures have not been adhered to should
report their concern to the FINRA On-Floor Surveillance Unit.

3. Orders to Offset MOC/LOC Imbalances at the Close to Mitigate Price Disparity
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Rule 902 (Off Hours Trading Orders) provides for entry of orders after the Close. Rule 902(a)(ii)(B) permits
DMMs to include in the calculation of the Close legitimate market interest that has agreed to offset all or part
of any MOC imbalance that existed prior to the Close at 4:00 p.m. The DMM's use of this offsetting interest
to minimize significant price dislocation on the Close will result in a closing-price coupled order between the
DMM and member, member organization or customer. If the member, member organization or customer
agrees, the DMM may include this interest in offsetting an imbalance when setting the closing price and
increase DMM participation in the closing print to the extent of the new contra interest. In this way the DMM
will liquidate or cover the related dealer position, and the member, member organization or customer will
acquire the position. Such closing-price coupled orders are executed at the Ramp.

It is important to note that Rule 902 may not be relied on for the entry of an order after the Close when
there is no MOC/LOC imbalance or when the imbalance would not result in significant volatility and/or price
dislocation. In addition, it cannot be used if the Close has already been printed.

D. Extreme Order Imbalances at or Near the Close

In order to avoid significant dislocation in the closing price that may result from an order entered or
represented at or near the Close, Rule 123C(9) permits the Exchanges, on a security-by-security basis,
to temporarily suspend the hours of operation under Rule 52 so that offsetting interest may be solicited
from both on-Floor and off-Floor participants and entered to reduce the size of the imbalance. The order
acceptance cut-off time will be a time period designated by the Exchange. Off-setting interest is solicited
using Exchange Trader Updates as well as messages sent directly to Floor broker hand-held devices. These
Exchange-issued solicitation requests include information regarding security symbol, the imbalance amount
and side, the last sale price, and a designated order acceptance cutoff time (generally five minutes from
the issuance of the solicitation request). Offsetting interest submitted in response to an Exchange-issued
solicitation request must be a limit order priced no worse than the last sale, irrevocable and entered no later
than the order acceptance cut-off time indicated in the solicitation request. Exchange systems will accept
interest entered electronically in the named security after 4:00 p.m. only if Rule 123C(9)(a)(1) is invoked.

Exchange systems will not verify side or price, and will not block post-4:00 p.m. cancellation of interest
submitted under this rule. Therefore, member and member organizations entering such interest are
responsible for ensuring compliance with the rule, such that the only interest that may be entered in response
to such a solicitation request is: (i) offsetting; (ii) a limit order priced no worse than the last sale price; and (iii)
not cancelled.

Rule 123C(9) also permits temporary suspension of the prohibition on the cancellation or reduction of a MOC/
LOC order after 3:58 p.m. where there is a legitimate error in such an order and the execution of the order
would cause significant price dislocation at the Close.

Only the DMM assigned to a particular affected security may request relief under Rule 123C(9). A request
for relief under Rule 123C(9) must be approved and supervised by an Executive Floor Governor or qualified
NYSE Euronext employee and supervised by a qualified Exchange officer, as defined in Rule 48(d). All Rule
123C(9)-related approvals must be recorded in FORTÉ.

Failure to comply with these requirements for entering interest in response to a solicitation request is a
violation of Exchange rules and may result in disciplinary action. See Information Memoranda 09-20 (May 5,
2009) and 10-52 (December 22, 2010).

IV. Adequacy of Operations and Supervisory Staff

All members and member organizations, including DMMs, should ensure that both operational and
supervisory staffing on and around the June 21 Expiration Day will be sufficient to monitor and process all
orders, regardless of the form in which they are received, as well as to handle the anticipated increased
workload. All members and member organizations should also review their systems to ensure that they have
adequate capacity to handle the expected increase in volume. For example, DMM firms should review their
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DMM Unit algorithm to ensure that they meet their obligations to maintain a fair and orderly market. DMMs
are reminded to seek the advice of a Floor Official regarding any unusual situations as quickly as possible.

V. Supervision

A. Review of Policies and Procedures

In view of increased automated order delivery, e-Quoting and automatic execution, members and member
organizations should carefully review their procedures as well as their supervisory systems for handling
orders in connection with the June 21 Expiration Day. Specifically, members and member organizations
should review their practices for handling orders at or near the Close. Reviews should include both manual
orders and those handled systemically, such as orders that are handled by a computer algorithm. In addition,
members and member organizations should take all necessary steps to ensure that the relevant trading
and back-office staffs are familiar with firm procedures for handling orders at or near the Close. Members
and member organizations should also be mindful of the guidance issued in Information Memo 09-22 (May
28, 2009) (attached) regarding procedures for escalating and addressing inquiries arising from real-time
regulatory or trading issues.

In addition, members and member organizations are reminded of their obligation to have adequate systems
and controls relating to the use of firm systems by correspondents or others. Please consult Information
Memo 11-13 (May 16, 2011) (attached) for more information.

B. Adequacy of Compliance Program

Members and member organizations are also reminded to ensure that they have a robust compliance
program that includes adequate written policies, procedures and supervisory controls to monitor for
compliance with Rule 123C and the guidance contained in this Information Memo. Policies and procedures
must be adequate to ensure that all procedures related to MOC/LOC orders and orders entered at or near
the Close, are appropriately followed, and to detect and deter any actions that may violate NYSE, NYSE MKT
and/or SEC rules.

C. Due Diligence Requirements

Consistent with the requirements of Rule 405, before any order with instructions to participate at the Close
is transmitted to the Floor the member or member organization accepting the order must exercise due
diligence to learn the essential facts relative to the order, including the purpose and propriety of the at-the-
close instruction. In addition, an imbalance of orders at or near the Close, caused in part by the entry of such
orders, could lead to trading being halted in the security and such orders not receiving an execution.

D. Supervision to Prevent Improperly Affecting the Close

Members and member organizations must also ensure that their activity does not have the effect of artificially
impacting the closing price. Firms should review procedures utilized in connection with orders to be executed
at or near the Close with their traders and other order-entry personnel. Firms should also review systemic
order-entry functions (e.g., algorithms or “smart servers”) for compliance with the NYSE and NYSE MKT rules
and the provisions of this Information Memorandum. Firms should also review the provisions of Information
Memo 95-28 (July 10, 1995) (attached), which discusses trading near the Close and activity that would
constitute violations of NYSE and NYSE MKT rules, as well as federal securities laws.

In that connection, members and member organizations are reminded that, where a firm has committed to
purchase from (sell to) a customer at a price that is derived from the closing price (MOC orders) while also
reserving a significant position of its hedging or covering transaction to be executed at or near the Close, they
must operate with substantial care. If the transaction is completed in a manner that does not effectively place
the firm at market risk or if the transaction does not provide an opportunity for possible contra side interest
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to develop and/or react to the activity, it would raise manipulative concerns and would operate as conduct
inconsistent with just and equitable principles of trade.

E. Compliance with Federal Securities Laws and Rules

In addition to complying with NYSE and NYSE MKT rules and policies, members and member organizations
should review all other applicable federal securities laws and regulations, including Section 9(a)(2) of the
Securities Exchange Act, Regulation SHO and Rule 10b-5, as well as the margin and capital rules. Firms
must ensure that they have written policies, procedures, and supervisory controls reasonably designed to
detect and deter potentially violative conduct.

VI. Staff Contacts

Regulatory questions relating to this Information Memo should be addressed to:

• Patricia Bergholc, Director, FINRA Market Regulation, 917.281.3054; or
• Thomas C. Bruno, Director, FINRA Market Regulation, 917.281.3081, or
• Michael Fryer, Director, FINRA Market Regulation, 917.281.3071; or
• John C. Saxton, Jr., Director, FINRA Market Regulation, 917.281.3114.

Questions regarding the NYSE and NYSE MKT Rules cited in this notice should be addressed to:

• Clare Saperstein, Vice President, NYSE Regulation, Inc., 212.656.2355, or
• David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166.

Operations questions concerning this memorandum should be addressed to:

• Paul Bauccio, Senior Vice President, Operations, 212.656.2929; or
• Dennis Pallotta, Director, Operations, 212.656.5236; or
• Sonia Rosa, Managing Director, Operations, 212.656.2899.

Questions may also be directed to the FINRA On-Floor Surveillance Unit in person at the Unit's Booth on the
Floor.

NYSE/NYSE MKT Close

• MOC/LOC entry

- Must be entered by 3:45 pm, unless offsetting a published imbalance.
- Must be entered electronically.

• Cancellation of MOC/LOCs

- Can be cancelled after 3:45 pm only in cases of legitimate error.

- Cannot be cancelled after 3:58 pm, even if legitimate error. * 
• Mandatory MOC/LOC Imbalance Publication

- One regulatory MOC/LOC publication at 3:45 pm, done systemically
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• Closing Offset (”CO”) Order

- Can be entered on either side of the market, at any time during the day.
- Can be used to offset any imbalance at the Close.
- Not guaranteed to participate; may participate only to offset imbalance if no other interest
is remaining to trade at the closing price on the same side of the CO order.
- Cannot swing balance to other side.
- Time priority basis with other CO orders on the same side of the market.
- Not included in the mandatory MOC/LOC imbalance publication.
- Subject to the same restrictions on cancelling as MOC/LOC orders, i.e., cannot be
cancelled after 3:58 pm, even if legitimate error *

• Order Imbalance Data feeds (Proprietary Data product) to all customers (upstairs and Floor)

- Every 5 seconds beginning at 3:45 pm
- Compiled using:

• Reference price
• MOC/LOC imbalance and the side of the market
• At 3:55 pm, d-Quotes and all other e-Quotes containing pegging instructions

eligible to participate on the Close
• MOC/LOC paired quantity at reference price
• CO orders on the opposite side
• At-price LOC interest eligible to offset the imbalance.
• Price at which closing-only interest (MOC orders, marketable LOC orders and

CO orders on the opposite side of the imbalance) will execute in full
• Price where all orders eligible to trade on the Close would execute against

themselves and orders on DBK.
• d-Quote entry for closing transactions must be entered by 3:59:50 pm.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  A "legitimate error" is an error in any term of a MOC/LOC order, such as price, number of shares, buy/
sell, or identification of the security. See Rule 123C(1)(c).

2  Imbalance publications include both MOC and marketable LOC orders (based on the last sale price
at the time the publication is made). See Rule 123C(1)(b) & (d),defining "Informational Imbalance
Publications" and "Mandatory MOC/LOC Imbalance Publications." For more information on how
imbalance publications are calculated, see Rule 123C(4).

3  For more information on the execution of orders at the Close, see Rule 123C(7). Members and member
organizations are reminded that, when arranging the Close, they may not use the Display Book system
in an inappropriate manner designed to discover information about unelected stop orders.

*  Except as provided in Rule 123C(9)(a)
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June 6, 2013

   TO: All MEMBERS AND MEMBER ORGANIZATIONS

FROM: NYSE REGULATION, INC

SUBJECT: AMENDED RULE 107C: RETAIL LIQUIDITY PROGRAM

The New York Stock Exchange LLC (“NYSE”) and NYSE MKT LLC (“NYSE MKT”) (collectively, the
“Exchange”) have made several amendments to Rule 107C, which governs the Retail Liquidity Program (the
“Program”).

First, the Exchange amended Rule 107C(a)(4), which defines Retail Price Improvement Order (“RPI”), to
specify that a Retail Liquidity Provider (“RLP”) may act in a non-RLP capacity for those securities to which it is
not assigned, and as a result, may submit RPIs for those securities. For securities to which it is not assigned,
the RLP would not be required to satisfy the quoting requirements found in Rule 107C(f), but would also not

be eligible for the lower execution fees available to RLPs submitting RPIs for assigned securities. 1 

Second, the Exchange amended Rule 107C(a)(3) to revise the definition of “Retail Order” to clarify that a
Retail Member Organization (“RMO”) may submit Retail Orders to the Program in a riskless principal capacity
as well as in an agency capacity, provided that (i) the entry of such riskless principal orders meets the
requirements of FINRA Rule 5320.03, including that the RMO maintains supervisory systems to reconstruct,
in a time-sequenced manner, all Retail Orders that are entered on a riskless principal basis; and (ii) the RMO
does not include non-retail orders together with the Retail Orders as part of the riskless principal transaction.
2 

Finally, the Exchange amended Rule 107C(b)(2)(C) to specify that an RMO must submit an attestation that
substantially all orders submitted to the Exchange as Retail Orders must qualify as Retail Orders, as defined

in Rule 107C(a)(3). 3 

The Exchange notes that the “substantially all” language permits the presence of only isolated or de minimus
quantities of agency orders that do not qualify as Retail Orders that cannot be segregated from Retail Orders
due to systems limitations. In this regard, an RMO would need to retain, in its books and records, adequate
substantiation that substantially all orders sent to the Exchange as Retail Orders met the strict definition and
that those orders not meeting the strict definition are agency orders that cannot be segregated from Retail
Orders due to system limitations, and are de minimis in terms of the overall number of Retail Orders sent to
the Exchange.

Existing RMOs that would like to avail themselves of the relief in amended Rule 107C(b)(2)(C) must submit
an updated RMO application, which serves as the attestation required by the rule. In addition, if a broker-
dealer customer of an RMO would like to avail themselves of the relief in amended Rule 107C(b)(2)(C), the
RMO must obtain an updated broker-dealer agreement from that broker-dealer customer. The updated RMO
application and broker-dealer agreement are available at the following link: http://usequities.nyx.com/markets/
rlp.

Please email completed RMO applications to crs@nyx.com.

Questions regarding the rule requirements applicable to RMOs and RLPs should be directed to:

Clare Saperstein, Vice President, NYSE Regulation, Inc., 212.656.2355, or

David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

527

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P13-11%29b0fd2e987b9b1000af6cd8d385ad169401?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


Questions regarding the RMO and RLP application process and assignment of RLP securities should be
directed to:

Robert Airo, Senior Vice President, NYSE Operations, 212.656.5663.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release Nos. 68709 (Jan. 23, 2013), 78 FR 6160 (Jan. 29, 2013) (SR-
NYSE-2013-04) and 68710 (Jan. 23, 2013), 78 FR 6152 (Jan. 29, 2013) (SR-NYSEMKT-2013-02).

2  See Securities Exchange Act Release Nos. 69103 (Mar. 11, 2013), 78 FR 16547 (Mar. 15, 2013) (SR-
NYSE-2013-20) and 69104 (Mar. 11, 2013), 78 FR 16556 (Mar. 15, 2013) (SR-NYSEMKT-2013-22).

3  See Securities Exchange Act Release Nos. 69513 (May 3, 2013), 78 FR 27261 (May 9, 2013) (SR-
NYSE-2013-08) and 69513 (May 3, 2013), 78 FR 27261 (May 9, 2013) (SR-NYSEMKT-2013-07).
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May 31, 2013

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

FROM: NYSE REGULATION, INC

SUBJECT: ACCOUNT TYPE INDICATOR PHASE-IN EXTENDED TO SEPTEMBER 3, 2013

Information Memo 12-25 (October 9, 2012) advised New York Stock Exchange LLC (“NYSE”) and NYSE
MKT LLC (“NYSE MKT”, together with NYSE, the “Exchange”) members and member organizations that,
among other things, the Exchange was eliminating certain obsolete equities Account Type Indicators (“ATI”).
Information Memo 13-4 (March 27, 2013) extended the phase-in deadline to July 1, 2013 . The deadline has
now been extended to Tuesday, September 3, 2013. Accordingly, member organizations may continue
using the eliminated ATIs until September 3, 2013. After September 3, 2013, member organizations must
cease using the eliminated ATIs and must use the ATIs in Attachment A to Information Memorandum 12-25.

The Exchange anticipates publishing additional guidance concerning questions raised regarding Information
Memorandum 12-25 shortly.

Operational questions regarding this Information Memo should be directed to:

Bob Airo, Senior Vice President, NYSE Operations, 212.656.5663

Questions regarding the NYSE and NYSE Amex Equities Rules and ATI requirements cited in this notice may
be addressed to:

Clare Saperstein, Vice President, NYSE Regulation, Inc., 212.656.2355, or

David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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May 31, 2013

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

FROM: NYSE REGULATION, INC

SUBJECT: ELECTRONIC BLUE SHEET SUBMISSIONS EXTENSION OF EFFECTIVE DATE

Background

The New York Stock Exchange LLC (“NYSE”) and NYSE MKT LLC (“NYSE MKT”, together with NYSE,
the “Exchange”), in conjunction with other interested members of the Intermarket Surveillance Group

(collectively, the “ISG interested members”), 1   have extended the effective dates for compliance with certain
new data elements for Electronic Blue Sheets (“EBS”) identified in NYSE Informational Memo 12-27 (“Info
Memo 12-27”) to November 1, 2013 to correspond to the recent extension by the Securities and Exchange
Commission (“SEC”) for compliance with certain broker-dealer recordkeeping and reporting requirements of

SEA Rule13h-1. 2 

Except for minor modifications, the EBS record layout set forth in the previously issued Regulatory Bulletins
remains unchanged.

Extension Details

Consistent with the recent extension by the SEC for compliance with certain broker-dealer recordkeeping and
reporting requirements of SEA Rule 13h-1, the ISG interested members have extended the effective date
for compliance with certain new data elements identified in Info Memo12-27 to November 1, 2013, to allow
broker-dealers additional time to implement changes to comply with the new requirements.

For EBS requests from the Exchange and other ISG interested members, the fields identified in Info
Memo12-27 are unchanged and must be populated by November 1, 2013. Firms may voluntarily submit the
values for Order Execution Time, Primary Party Identifier and Contra Party Identifier fields before November
1, 2013, and they will be accepted. Firms may also voluntarily submit Large Trader Identification Number 1-3
and Large Trader Identification Qualifier values to the Exchange and other ISG members at any time and they
will be accepted.

For Large Trader requests from the SEC, the SEC has extended the effective date for certain Requirements
and their respective requirements to November 1, 2013. By November 1, 2013, broker dealers must be
in EBS reporting compliance for the Order Execution Time, Large Trader Identification Number 1-3 and
Large Trader Identification Qualifier fields as outlined in Phase Two of the recordkeeping, reporting and
monitoring requirements of SEA Rule 13h-1. The Primary Party Identifier and Contra Party Identifier fields
are not required to be populated in response to SEC Large Trader EBS requests, but at any time firms may
voluntarily submit the values to the SEC and they will be accepted.

Modifications

The following modifications were made to the EBS Record Layout set forth in Info Memo12-27

• For the Requestor Code and Exchange Code fields, the value “7” was added to represent the Miami
International Securities Exchange

• For the Requestor Code field, the value “Z=Other” was deleted.
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Questions concerning the EBS enhancements should be directed to ebsfaq@finra.org.

Frequently Asked Questions

For additional information, please refer to www.finra.org\bluesheets\faq on the FINRA website for the most
recent version of the Electronic Blue Sheet “FAQ”.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  The ISG interested members include the following exchanges and self-regulatory organizations (SROs):
BATS Exchange, Inc., BATS Y-Exchange, Inc., Boston Options Exchange LLC, Chicago Board Options
Exchange, Inc. C2 Options Exchange, Inc., CBOE Stock Exchange, LLC, Chicago Stock Exchange,
Inc., EDGA Exchange, Inc., EDGX Exchange, Inc., Financial Industry Regulatory Association (FINRA),
International Securities Exchange, LLC, Miami International Securities Exchange, NASDAQ Stock
Market LLC, NASDAQ OMX BX, Inc., NASDAQ OMX PHLX LLC, National Stock Exchange, Inc., New
York Stock Exchange, LLC, NYSE MKT, LLC, and NYSE Arca, Inc.

2  The SEC extended the compliance date for the broker dealer recordkeeping, reporting and monitoring
requirements of Rule 13h-1 to November 1, 2013. Please see Securities Exchange Release No. 69281
(April 3, 2013), 78 FR 20960 (April 8, 2013) for further details.
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April 29, 2013

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: FEE RATE ADVISORY

I. Purpose

New York Stock Exchange LLC (“NYSE”) and NYSE MKT LLC (“NYSE MKT”) (collectively, the “Exchange”)
members and member organizations are advised that the Securities and Exchange Commission has
announced an adjustment to certain fees charged to registered broker-dealers and other market participants
pursuant to the Securities Act of 1933 (“Securities Act”) and the Securities Exchange Act of 1934 (“Exchange
Act”). The changes take effect on May 25, 2013.

II. Background

Under the Investor and Capital Markets Fee Relief Act, annual adjustments are made by the Commission to
rates that are paid under Section 6(b) of the Securities Act and Sections 13(e), 14(g), and 31 of the Exchange
Act. The Exchange Act requires the Commission to adjust the Section 31 fee rate on an annual basis to
levels the SEC estimates will generate collections equal to numeric targets set in the statute. The Act also
requires the Commission to adjust the Section 31 fee rate if it estimates that the baseline estimate of the
dollar volume of sales of securities used to calculate the annual adjusted fee rate is reasonably likely to be
10 percent (or more) greater or less than the actual dollar volume for that fiscal year. Pursuant to Exchange
Rule 440H (“Activity Assessment Fees”), the Exchange offsets its Section 31 fee obligations by collecting
“Activity Assessment Fees” from member organizations based on securities transaction data reported by the

Depository Trust & Clearing Corporation at a rate equal to that prescribed under Section 31. 1 

III. Fee Adjustment

Pursuant to SEC Press Release No. 2013-74, dated April 25, 2013, the Section 31 fee rate applicable to
securities transactions for all trades settling on or after May 25, 2013 on the NYSE and NYSE MKT will
decrease from the current rate of $22.40 per million dollars in transactions to $17.40 per million dollars of
transactions. The Section 31(d) security futures transactions assessment will remain at the current rate of
$0.0042 for each round turn transaction.

IV. Contact Information

Questions regarding the new fee rate for Section 31 may be directed to the SEC's Office of Interpretation and
Guidance in the Division of Trading and Markets at (202) 551-5777 or tradingandmarkets@sec.gov.

Questions regarding Rule 440H can be directed to Patrick Boyle at (212) 656-5280.

Additionally, you may contact your FINRA Regulatory Coordinator with any questions you may have
regarding this memo.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Footnotes

1  For additional information on Rule 440H and Transaction Fees, see NYSE Information Memos 04-42
(dated August 5, 2004), 05-36 (dated May 13, 2005), 05-48 (dated July 19, 2005), 05-92 (dated
December 6, 2005), 06-77 (dated November 3, 2006), 07-46 (dated May 21, 2007), 08-03 (dated
January 14, 2008), 08-16 (dated March 28, 2008), 09-17 (dated April 2, 2009), 10-04 (dated January 1,
2010), 10-13 (March 15, 2010), 11-2 (dated January 7, 2011), 12-5 (January 25, 2012), and 12-7 (March
14, 2012).
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April 5, 2013

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

FROM: NYSE REGULATION, INC.

Subject: AMENDED RULE 80B EFFECTIVE ON APRIL 8, 2013

New York Stock Exchange, LLC and NYSE MKT LLC members and member organizations (together,
the “Exchange”) are advised that, beginning on April 8, 2013, amended Rule 80B containing a revised
methodology for determining market-wide circuit breakers will go into effect on a one-year pilot basis to
coincide with the initial date of operations of the Regulation NMS Plan to Address Extraordinary Market

Volatility (“LULD Plan”). 1 

The current rule provides for specified trading halts following certain “Level 1”, “Level 2” and “Level 3” market
declines calculated at the beginning of each calendar quarter using 10%, 20% and 30%, respectively, of the
average closing value of the Dow Jones Industrial Average (“DJIA”) for the month prior to the quarter.

Amended Rule 80B replaces:

• the DJIA with the S&P 500;
• the quarterly calendar recalculation of Rule 80B triggers with daily recalculations; 2   and
• the 10%, 20%, and 30% market decline percentages with 7%, 13%, and 20% market decline

percentages.

Amended Rule 80B also modifies:

• the length of the trading halts associated with each market decline level; and
• the times when a trading halt may be triggered.

A copy of amended Rule 80B is attached.

Questions concerning this Information Memo should be directed to:

• Clare Saperstein, Vice President, NYSE Regulation, Inc., 212.656.2355, or
• David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166.

Operational questions regarding this Information Memo or the LULD Plan should be directed to:

• Bob Airo, Senior Vice President, Operations, 212.656.5663, or
• Michael Paulyson, Senior Vice President, Operations, 212.656.2721.

Attachment (Rule 80B)

Rule 80B. Trading Halts Due to Extraordinary Market Volatility

Operative as of April 8, 2013.

This Rule shall be in effect during a pilot period to coincide with the pilot period for the Regulation NMS Plan
to Address Extraordinary Market Volatility. If the pilot is not either extended or approved permanently at the
end of the pilot period, the prior version of Rule 80B shall be in effect.

(a) The Exchange shall halt trading in all stocks and shall not reopen for the time periods specified in this
Rule if there is a Level 1, 2, or 3 Market Decline.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

534

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P13-6%29ade2dac27b971000bb09d8d385ad169401?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


(i) For purposes of this Rule, a Market Decline means a decline in price of the S&P 500® Index
between 9:30 a.m. and 4:00 p.m. on a trading day as compared to the closing price of the S&P
500® Index for the immediately preceding trading day. The Level 1, Level 2, and Level 3 Market
Declines that will be applicable for the trading day will be publicly disseminated before 9:30 a.m.

(ii) A “Level 1 Market Decline” means a Market Decline of 7%.
(iii) A “Level 2 Market Decline” means a Market Decline of 13%.
(iv) A “Level 3 Market Decline” means a Market Decline of 20%.

(b) Halts in Trading.

(i) If a Level 1 Market Decline or a Level 2 Market Decline occurs after 9:30 a.m. and up to and
including 3:25 p.m. or in the case of an early scheduled close, 12:25 p.m., the Exchange shall halt
trading in all stocks for 15 minutes after a Level 1 or Level 2 Market Decline. The Exchange shall
halt trading based on a Level 1 or Level 2 Market Decline only once per trading day. The Exchange
will not halt trading if a Level 1 Market Decline or a Level 2 Market Decline occurs after 3:25 p.m., or
in the case of an early scheduled close, 12:25 p.m.

(ii) If a Level 3 Market Decline occurs at any time during the trading day, the Exchange shall halt
trading in all stocks until the primary listing market opens the next trading day.

(c) Re-opening of Trading

(i) The re-opening of trading following a Level 1 or 2 trading halt shall follow the procedures set forth in
Rule 123D.

(ii) If the primary listing market halts trading in all stocks, the Exchange will halt trading in all stocks
until trading has resumed on the primary listing market or notice has been received from the primary
listing market that trading may resume. If the primary listing market does not reopen a security
within 15 minutes following the end of the 15-minute halt period, the Exchange may resume trading
in that security.

(c) Nothing in this Rule 80B should be construed to limit the ability of the Exchange to otherwise halt,
suspend, or pause the trading in any stock or stocks traded on the Exchange pursuant to any other Exchange
rule or policy.

Amended: May 31, 2012 (SR-NYSE-2011-48), operative April 8, 2013.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release No. 67090 (May 31, 2012), 77 FR 33531 (June 6, 2012) (SR-
NYSE-2011-48); see also Securities Exchange Act Release No.34-68784 (January 31, 2013), 78 FR
8662 (February 6, 2013) (SR-NYSE-2013-10) (extending effective date from February 4, 2013 to April 8,
2013). A Trader Update containing an overview of the LULD Plan can be found at http://www.nyse.com/
pdfs/2013_01_07_LULD_Overview.pdf?vm=r&s=1. If the pilot is not either extended or approved
permanently at the end of the pilot period, the current version of Rule 80B would be in effect.

2  The Rule 80B triggers and whether a market decline threshold has been breached will be published as
CTS messages. See http://www.nyxdata.com/News/Details?id=746.
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March 28, 2013

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

Subject: New Rule 80B Circuit Breaker Levels for April 1-5, 2013

EFFECTIVE April 1, 2013 through April 5, 2013

Rule 80B trading halts will be triggered when the Dow Jones Industrial Average (“DJIA”) declines below its
closing value on the previous trading day by:

1,450 points (Level 1)

2,900 points (Level 2)

4,350 points (Level 3)

Rule 80B

Whenever a Rule 80B circuit breaker is in effect, trading in all stocks on New York Stock Exchange LLC and
NYSE MKT LLC will halt for the time periods specified below.

Level 1 Halt

• anytime before 2:00 p.m. - one hour;
• at or after 2:00 p.m. but before 2:30 p.m. - 30 minutes;
• at or after 2:30 p.m. - trading shall continue, unless there is a Level 2 Halt.

Level 2 Halt

• anytime before 1:00 p.m. - two hours;
• at or after 1:00 p.m. but before 2:00 p.m. - one hour;
• at or after 2:00 p.m. - trading shall halt and not resume for the rest of the day.

Level 3 Halt

• at any time - trading shall halt and not resume for the rest of the day.

A complete discussion of the calculation of trigger values for Rule 80B was published in Information Memo
No. 98-15, dated April 13, 1998, available at http://www.nyse.com/nysenotices/nyse/information-memos/pdf?
memo_id=98-15.

Note that on April 8, 2013, amended Rule 80B containing a revised methodology for determining
market-wide circuit breakers will go into effect.

Questions concerning this Information Memo should be directed to Patricia Bergholc, FINRA Market
Regulation, at (917) 281-3054, or Clare Saperstein, NYSE Regulation, at (212) 656-2355.

Rule 80B Effective April 1, 2013-April 5, 2013
Point Decline in DJIA:

Level 1 Before 2:00 p.m.
At or After 2:00 p.m.
but Before 2:30 p.m. At or After 2:30 p.m.

       

1,450 1 hour 30 minutes No halt unless
reach Level 2
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* * * * * * * * * *

Level 2 Before 1:00 p.m.
At or After 1:00 p.m.
but Before 2:00 p.m. At or After 2:00 p.m.

       

2,900 2 hours 1 hour Halt, and not resume
* * * * * * * * * *

Level 3
 

4,350 At any time: halt and not resume

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 13-4

Click to open document in a browser

March 27, 2013

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ACCOUNT TYPE INDICATOR PHASE-IN EXTENDED TO JULY 1, 2013

Information Memo 12-25 (October 9, 2012) advised New York Stock Exchange LLC (“NYSE”) and NYSE
MKT LLC (“NYSE MKT”, together with NYSE, the “Exchange”) members and member organizations that,
among other things, the Exchange was eliminating certain obsolete equities Account Type Indicators (“ATI”).
Information Memo 13-2 (January 28, 2013) extended the phase-in deadline to April 1, 2013. The deadline
has now been extended to Monday, July 1, 2013. Accordingly, member organizations may continue
using the eliminated ATIs until July 1, 2013. After July 1, 2013, member organizations must cease using the
eliminated ATIs and must use the ATIs in Attachment A to Information Memorandum 12-25.

The Exchange anticipates publishing additional guidance concerning questions raised regarding Information
Memorandum 12-25 shortly.

Operational questions regarding this Information Memo should be directed to:

Bob Airo, Senior Vice President, NYSE Operations, 212.656.5663

Questions regarding the NYSE and NYSE Amex Equities Rules and ATI requirements cited in this notice may
be addressed to:

Clare Saperstein, Vice President, NYSE Regulation, Inc., 212.656.2355, or

David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 13-3

Click to open document in a browser

March 13, 2013

   ATTN: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, CHIEF OPERATIONS OFFICER,
OPERATIONS PARTNER AND LEGAL AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: QUARTERLY EXPIRATION DAY - March 15, 2013

I. Purpose

Friday, March 15, 2013, will be a quarterly Expiration Day for stock and index options and futures products
whose settlement pricing is based upon New York Stock Exchange LLC (“NYSE”) and NYSE MKT LLC
(“NYSE MKT”) (collectively, the “Exchanges”) opening or closing prices on that day. This Information
Memorandum reminds members and member organizations of certain NYSE and NYSE MKT rules and
policies regarding opening imbalance publications, entry and cancellation of market-on-close/limit-on-close
(“MOC/LOC”) and closing offset (“CO”) orders, publication of on-the-close imbalances, and printing the
closing transaction.

II. Expiration Day Opening Imbalance Publication

Members and member organizations are reminded that the regular pre-opening procedures outlined in Rules
15 (Pre-Opening Indications) and 123D (Openings and Halts in Trading) apply on the March 15 Expiration
Day. Accordingly, Designated Market Makers (“DMMs”) should publish indications as promptly as practicable
and are reminded of their additional obligations under Rule 123D to publish one or more indications, under
the supervision of a Floor Official, in situations where the opening price would be affected by an imbalance of
market and limit buy and sell orders in a security.

In the event that one or both of the Exchanges invokes its exemptive powers under Rule 48 (Exemptive
Relief - Extreme Market Volatility Condition), the terms of that rule would govern the obligation to publish pre-
opening indications.

III. Rules and Policies Relating to the Close

A. MOC/LOC and CO Order Entry and Cancellation

Members and member organizations are reminded that the provisions of Rule 123C (Closing Procedures)
apply to the Close on the March 15 Expiration Day. While the Exchanges expect systems to operate
normally on March 15, in the unlikely event of a systems interruption leading into or at the Close, the Closing
Procedures set out in Rule 123C would operate as if the Exchanges had declared a regulatory halt in one or
more securities.

In the event that one or both of the Exchanges invoke its exemptive powers under Rule 123C(9) (Closing
Procedures - Extreme Order Imbalances at or Near the Close), the terms of that rule would govern the
handling of orders at the Close. See Section III. D, below.

In connection with the entry of MOC/LOC and CO orders, members should pay particular attention to the
following:

• A “published imbalance” is an imbalance that has been disseminated to the Tape. An imbalance
announced verbally or physically posted at the panel is not considered to be a published imbalance.
See Section III. B, below. The Exchanges' Order Imbalance Information product, a data feed of
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real-time order imbalances that accumulate prior to the opening and the closing of trading on the
Exchanges, does not constitute a “published imbalance.”

• Brokers and traders are reminded that, while they should enter orders as early in the day as
possible, all MOC/LOC orders (unless entered to offset a published imbalance) must be entered
electronically by 3:45 p.m. Entering MOC/LOC orders early provides DMMs with the opportunity
to more quickly identify and disseminate potential order imbalances that might exist at the Close.
This, in turn, enables brokers and traders to more effectively identify potential offsetting customer
interest that could mitigate any imbalance. MOC/LOC and CO orders entered prior to 3:45 p.m. may
be canceled or reduced prior to that time for any reason.

• After 3:45 p.m. Exchange systems will accept only MOC/LOC orders that offset a published
imbalance and CO orders may be entered in any amount on either side of the market.

• Between 3:45 p.m. and 3:58 p.m., MOC/LOC and CO orders may be canceled or reduced in size

only to correct a legitimate error. 1   This also applies to instances where cancel/replace functionality
is used.

• FINRA will continue to closely monitor the cancellation of MOC/LOC and CO orders.
• After 3:58 p.m., MOC/LOC and CO orders may not be cancelled, adjusted or reduced in size for any

reason except in accordance with Rule 123C(9). See Section III. D, below.
• In the event of a trading halt effective at 3:45 p.m. or later, MOC/LOC orders may be entered only to

offset a published imbalance. CO orders, however, may be entered in any amount on either side of
the market. See Rule 123C(2).

B. Imbalance Publications 2 

Rule 123C(5) provides for the publication of order imbalances as described below. In addition, members
and member organizations may refer to the attached quick-reference page for a summary of the times and
requirements for imbalance publications. DMMs are reminded that erroneous imbalance publications must be
corrected as soon as practicable.

1. Informational Imbalance Publications between 3:00 p.m. and 3:45 p.m.

Between 3:00 p.m. and 3:45 p.m., DMMs are encouraged to issue Informational Imbalance Publications
of any size if they believe that there could be significant price dislocation at the Close. These publications
are informational only and do not limit MOC/LOC or CO order entry or cancellation before 3:45 p.m. DMMs
who wish to issue an Informational Imbalance Publication must obtain prior approval from a Floor Official
or qualified Exchange employee (see Rule 46.10) prior to issuance. Floor Official approvals to issue
Informational Imbalance Publications must be recorded in the Floor Official Request Tracking Engine
(“FORTÉ”). Members must state the proposed imbalance information and note any other relevant information
(e.g., average daily trading volume (“ADTV”), size, or degree of impact) in connection with the request.

2. Mandatory MOC/LOC Imbalance Publications at 3:45 p.m.

As soon as practicable after 3:45 p.m., any MOC/LOC imbalance of 50,000 shares or more for NYSE-listed
securities, and 25,000 shares or more for NYSE MKT-listed securities, will be published by the Exchange.
Other significant imbalances of lesser size (i.e., less than 50,000/25,000 shares but significant relative to
the ADTV of a particular security) may be published by the DMM with Floor Official or qualified Exchange
employee approval. As with Informational Imbalance Publications, Floor Official approvals to issue certain
Mandatory MOC/LOC Imbalance Publications must be recorded in FORTÉ and members should state the
proposed imbalance information and note any other relevant information (e.g., ADTV, size, or degree of
impact) in connection with the request.

In addition, any Informational Imbalance Publication issued prior to 3:45 p.m. must be updated. An imbalance
of 50,000 shares (NYSE)/25,000 shares (NYSE MKT), or more will be published. If there is an imbalance of
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any lesser size that is significant relative to the ADTV of the stock, it may be published by the DMM with Floor
Official or qualified Exchange employee approval. If there is no such imbalance, a “no imbalance” indication
must be issued by the DMM.

3. Mandatory MOC/LOC Imbalance Publications after a Trading Halt

If a trading halt is in effect at 3:45 p.m. but is lifted prior to the Close, any MOC/LOC imbalance of 50,000
shares (NYSE)/25,000 shares (NYSE MKT), or more will be published by the DMM as soon as possible after
the resumption of trading. Additionally, any imbalance of lesser size if significant relative to the ADTV may
be published by the DMM as soon as possible after trading reopens, subject to prior Floor Official or qualified
Exchange employee approval. If the trading halt is not lifted before the Close, there will not be any imbalance
publications.

4. Exchange Publication of Order Imbalance Information

In addition to the Informational Imbalance and Mandatory MOC/LOC Imbalance Publications described
above, the Exchanges also make available real-time Order Imbalance Information prior to the Close in
accordance with Rule 123C(6). These publications take place approximately every five (5) seconds between
3:45 p.m. and 4:00 p.m. The Order Imbalance Information publications use a reference price in order to
indicate how many shares would be needed to close the security at that price, including MOC, marketable
LOC and CO orders. (For more information on how the reference price is determined, see Rule 123C(6)(a)
(iii)). Beginning at 3:55 p.m., the Order Imbalance Information publications also include stop orders, d-Quotes
and all other e-Quotes containing pegging instructions eligible to participate in the closing transaction.

As noted above, Order Imbalance Information publications are solely for informational purposes and off-
setting MOC/LOC interest must not be submitted in response to Order Imbalance Information publications.
Off-setting MOC/LOC interest may be submitted only as described in this memo in response to a Mandatory
MOC/LOC Imbalance Publication issued at 3:45 p.m. or after a trading halt in accordance with Rule 123C(2).

C. Printing the Closing Transaction

1. Rules 116.40 and 123C(8)

DMMs are reminded that the closing transaction must be printed consistent with Rules 116.40 and 123C(8)

and must accurately reflect both the closing price and closing volume when printing the closing transaction. 3

   Additionally, DMMs are reminded of their obligation to maintain a fair and orderly market pursuant to Rule
104.

2. Verbal Interest and e-Quotes at the Close

DMMs should take all interest, including verbal, e-Quoted and Display Book interest, into account when
formulating the Close. Depending on whether it is marketable or not, verbal interest may be handled
differently than e-Quoted interest at the Close. Marketable verbal interest is included with all market and MOC
interest at the Close, while limited verbal interest and e-Quotes are on parity with limit orders. DMMs are
reminded that verbal interest from a Floor broker should be handled one of two ways: entered into GTM by
NYSE Floor Operations staff or into the crowd field of the Closing template by the DMM.

Pursuant to Rule 342, members and member organizations must ensure that they have adequate written
policies, procedures and controls in place to detect, deter and prevent conduct inconsistent with the guidance
set forth above. Any member who believes that the above procedures have not been adhered to should
report their concern to the FINRA On-Floor Surveillance Unit.

3. Orders to Offset MOC/LOC Imbalances at the Close to Mitigate Price Disparity
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Rule 902 (Off Hours Trading Orders) provides for entry of orders after the Close. Rule 902(a)(ii)(B) permits
DMMs to include in the calculation of the Close legitimate market interest that has agreed to offset all or part
of any MOC imbalance that existed prior to the Close at 4:00 p.m. The DMM's use of this offsetting interest
to minimize significant price dislocation on the Close will result in a closing-price coupled order between the
DMM and member, member organization or customer. If the member, member organization or customer
agrees, the DMM may include this interest in offsetting an imbalance when setting the closing price and
increase DMM participation in the closing print to the extent of the new contra interest. In this way the DMM
will liquidate or cover the related dealer position, and the member, member organization or customer will
acquire the position. Such closing-price coupled orders are executed at the Ramp.

It is important to note that Rule 902 may not be relied on for the entry of an order after the Close when
there is no MOC/LOC imbalance or when the imbalance would not result in significant volatility and/or price
dislocation. In addition, it cannot be used if the Close has already been printed.

D. Extreme Order Imbalances at or Near the Close

In order to avoid significant dislocation in the closing price that may result from an order entered or
represented at or near the Close, Rule 123C(9) permits the Exchanges, on a security-by-security basis,
to temporarily suspend the hours of operation under Rule 52 so that offsetting interest may be solicited
from both on-Floor and off-Floor participants and entered to reduce the size of the imbalance. The order
acceptance cut-off time will be a time period designated by the Exchange. Off-setting interest is solicited
using Exchange Trader Updates as well as messages sent directly to Floor broker hand-held devices. These
Exchange-issued solicitation requests include information regarding security symbol, the imbalance amount
and side, the last sale price, and a designated order acceptance cutoff time (generally five minutes from
the issuance of the solicitation request). Offsetting interest submitted in response to an Exchange-issued
solicitation request must be a limit order priced no worse than the last sale, irrevocable and entered no later
than the order acceptance cut-off time indicated in the solicitation request. Exchange systems will accept
interest entered electronically in the named security after 4:00 p.m. only if Rule 123C(9)(a)(1) is invoked.

Exchange systems will not verify side or price, and will not block post-4:00 p.m. cancellation of interest
submitted under this rule. Therefore, member and member organizations entering such interest are
responsible for ensuring compliance with the rule, such that the only interest that may be entered in response
to such a solicitation request is: (i) offsetting; (ii) a limit order priced no worse than the last sale price; and (iii)
not cancelled.

Rule 123C(9) also permits temporary suspension of the prohibition on the cancellation or reduction of a MOC/
LOC order after 3:58 p.m. where there is a legitimate error in such an order and the execution of the order
would cause significant price dislocation at the Close.

Only the DMM assigned to a particular affected security may request relief under Rule 123C(9). A request
for relief under Rule 123C(9) must be approved and supervised by an Executive Floor Governor or qualified
NYSE Euronext employee and supervised by a qualified Exchange officer, as defined in Rule 48(d). All Rule
123C(9)-related approvals must be recorded in FORTÉ.

Failure to comply with these requirements for entering interest in response to a solicitation request is a
violation of Exchange rules and may result in disciplinary action. See Information Memoranda 09-20 (May 5,
2009) and 10-52 (December 22, 2010).

IV. Adequacy of Operations and Supervisory Staff

All members and member organizations, including DMMs, should ensure that both operational and
supervisory staffing on and around the March 15 Expiration Day will be sufficient to monitor and process
all orders, regardless of the form in which they are received, as well as to handle the anticipated increased
workload. All members and member organizations should also review their systems to ensure that they have
adequate capacity to handle the expected increase in volume. For example, DMM firms should review their
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DMM Unit algorithm to ensure that they meet their obligations to maintain a fair and orderly market. DMMs
are reminded to seek the advice of a Floor Official regarding any unusual situations as quickly as possible.

V. Supervision

A. Review of Policies and Procedures

In view of increased automated order delivery, e-Quoting and automatic execution, members and member
organizations should carefully review their procedures as well as their supervisory systems for handling
orders in connection with the March 15 Expiration Day. Specifically, members and member organizations
should review their practices for handling orders at or near the Close. Reviews should include both manual
orders and those handled systemically, such as orders that are handled by a computer algorithm. In addition,
members and member organizations should take all necessary steps to ensure that the relevant trading
and back-office staffs are familiar with firm procedures for handling orders at or near the Close. Members
and member organizations should also be mindful of the guidance issued in Information Memo 09-22 (May
28, 2009) (attached) regarding procedures for escalating and addressing inquiries arising from real-time
regulatory or trading issues.

In addition, members and member organizations are reminded of their obligation to have adequate systems
and controls relating to the use of firm systems by correspondents or others. Please consult Information
Memo 11-13 (May 16, 2011) (attached) for more information.

B. Adequacy of Compliance Program

Members and member organizations are also reminded to ensure that they have a robust compliance
program that includes adequate written policies, procedures and supervisory controls to monitor for
compliance with Rule 123C and the guidance contained in this Information Memo. Policies and procedures
must be adequate to ensure that all procedures related to MOC/LOC orders and orders entered at or near
the Close, are appropriately followed, and to detect and deter any actions that may violate NYSE, NYSE MKT
and/or SEC rules.

C. Due Diligence Requirements

Consistent with the requirements of Rule 405, before any order with instructions to participate at the Close
is transmitted to the Floor the member or member organization accepting the order must exercise due
diligence to learn the essential facts relative to the order, including the purpose and propriety of the at-the-
close instruction. In addition, an imbalance of orders at or near the Close, caused in part by the entry of such
orders, could lead to trading being halted in the security and such orders not receiving an execution.

D. Supervision to Prevent Improperly Affecting the Close

Members and member organizations must also ensure that their activity does not have the effect of artificially
impacting the closing price. Firms should review procedures utilized in connection with orders to be executed
at or near the Close with their traders and other order-entry personnel. Firms should also review systemic
order-entry functions (e.g., algorithms or “smart servers”) for compliance with the NYSE and NYSE MKT rules
and the provisions of this Information Memorandum. Firms should also review the provisions of Information
Memo 95-28 (July 10, 1995) (attached), which discusses trading near the Close and activity that would
constitute violations of NYSE and NYSE MKT rules, as well as federal securities laws.

In that connection, members and member organizations are reminded that, where a firm has committed to
purchase from (sell to) a customer at a price that is derived from the closing price (MOC orders) while also
reserving a significant position of its hedging or covering transaction to be executed at or near the Close, they
must operate with substantial care. If the transaction is completed in a manner that does not effectively place
the firm at market risk or if the transaction does not provide an opportunity for possible contra side interest
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to develop and/or react to the activity, it would raise manipulative concerns and would operate as conduct
inconsistent with just and equitable principles of trade.

E. Compliance with Federal Securities Laws and Rules

In addition to complying with NYSE and NYSE MKT rules and policies, members and member organizations
should review all other applicable federal securities laws and regulations, including Section 9(a)(2) of the
Securities Exchange Act, Regulation SHO and Rule 10b-5, as well as the margin and capital rules. Firms
must ensure that they have written policies, procedures, and supervisory controls reasonably designed to
detect and deter potentially violative conduct.

VI. Staff Contacts

Regulatory questions relating to this Information Memo should be addressed to:

• Patricia Bergholc, Director, FINRA Market Regulation, 917.281.3054; or
• Thomas C. Bruno, Director, FINRA Market Regulation, 917.281.3081, or
• Michael Fryer, Director, FINRA Market Regulation, 917.281.3071; or
• John C. Saxton, Jr., Director, FINRA Market Regulation, 917.281.3114.

Questions regarding the NYSE and NYSE MKT Rules cited in this notice should be addressed to:

• Clare Saperstein, Vice President, NYSE Regulation, Inc., 212.656.2355, or
• David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166.

Operations questions concerning this memorandum should be addressed to:

• Paul Bauccio, Senior Vice President, Operations, 212.656.2929; or
• Dennis Pallotta, Director, Operations, 212.656.5236; or
• Sonia Rosa, Managing Director, Operations, 212.656.2899.

Questions may also be directed to the FINRA On-Floor Surveillance Unit via the White Phone or in person at
the Unit's Booth on the Floor.

NYSE/NYSE MKT Close

• MOC/LOC entry

- Must be entered by 3:45 pm, unless offsetting a published imbalance.
- Must be entered electronically.

• Cancellation of MOC/LOCs

- Can be cancelled after 3:45 pm only in cases of legitimate error.

- Cannot be cancelled after 3:58 pm, even if legitimate error. * 
• MOC/LOC Publication

- One Regulatory MOC/LOC publication at 3:45 pm, done systemically
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• Closing Offset (”CO”) Order

- Can be entered on either side of the market, at any time during the day.
- Can be used to offset any imbalance at the Close.
- Not guaranteed to participate; may participate only to offset imbalance if no other interest
is remaining to trade at the closing price on the same side of the CO order.
- Cannot swing balance to other side.
- Time priority basis with other CO orders on the same side of the market.
- Not included in the mandatory MOC/LOC imbalance publication.
- Subject to the same restrictions on cancelling as MOC/LOC orders, i.e., cannot be
cancelled after 3:58 pm, even if legitimate error *

• Order Imbalance Data feeds (Proprietary Data product) to all customers (upstairs and Floor)

- Every 5 seconds beginning at 3:45 pm
- Compiled using:

• Reference price
• MOC/LOC imbalance and the side of the market
• At 3:55 pm, d-Quotes and all other e-Quotes containing pegging instructions

eligible to participate on the Close
• MOC/LOC paired quantity at reference price
• CO orders on the opposite side
• At-price LOC interest eligible to offset the imbalance.
• Price at which closing-only interest (MOC orders, marketable LOC orders and

CO orders on the opposite side of the imbalance) will execute in full
• Price where all orders eligible to trade on the Close would execute against

themselves and orders on DBK.
• d-Quote entry for closing transactions must be entered by 3:59:50 pm.

NYSE/NYSE MKT Close

• MOC/LOC entry

- Must be entered by 3:45 pm, unless offsetting a published imbalance.
- Must be entered electronically.

• Cancellation of MOC/LOCs

- Can be cancelled after 3:45 pm only in cases of legitimate error.

- Cannot be cancelled after 3:58 pm, even if legitimate error. * 
• MOC/LOC Publication

- One Regulatory MOC/LOC publication at 3:45 pm, done systemically
• Closing Offset (”CO”) Order

- Can be entered on either side of the market, at any time during the day.
- Can be used to offset any imbalance at the Close.
- Not guaranteed to participate; may participate only to offset imbalance if no other interest
is remaining to trade at the closing price on the same side of the CO order.
- Cannot swing balance to other side.
- Time priority basis with other CO orders on the same side of the market.
- Not included in the mandatory MOC/LOC imbalance publication.
- Subject to the same restrictions on cancelling as MOC/LOC orders, i.e., cannot be
cancelled after 3:58 pm, even if legitimate error *
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• Order Imbalance Data feeds (Proprietary Data product) to all customers (upstairs and Floor)

- Every 5 seconds beginning at 3:45 pm
- Compiled using:

• Reference price
• MOC/LOC imbalance and the side of the market
• At 3:55 pm, d-Quotes and all other e-Quotes containing pegging instructions

eligible to participate on the Close
• MOC/LOC paired quantity at reference price
• CO orders on the opposite side
• At-price LOC interest eligible to offset the imbalance.
• Price at which closing-only interest (MOC orders, marketable LOC orders and

CO orders on the opposite side of the imbalance) will execute in full
• Price where all orders eligible to trade on the Close would execute against

themselves and orders on DBK.
• d-Quote entry for closing transactions must be entered by 3:59:50 pm.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  A "legitimate error" is an error in any term of a MOC/LOC order, such as price, number of shares, buy/
sell, or identification of the security. See Rule 123C(1)(c).

2  Imbalance publications include both MOC and marketable LOC orders (based on the last sale price
at the time the publication is made). See Rule 123C(1)(b) & (d),defining "Informational Imbalance
Publications" and "Mandatory MOC/LOC Imbalance Publications." For more information on how
imbalance publications are calculated, see Rule 123C(4).

3  For more information on the execution of orders at the Close, see Rule 123C(7). Members and member
organizations are reminded that, when arranging the Close, they may not use the Display Book system
in an inappropriate manner designed to discover information about unelected stop orders.

*  Except as provided in Rule 123C(9)(a)
*  Except as provided in Rule 123C(9)(a)
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 13-2

Click to open document in a browser

January 28, 2013

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ACCOUNT TYPE INDICATOR PHASE-IN EXTENDED TO APRIL 1, 2013

On October 9, 2012, New York Stock Exchange LLC (“NYSE”) and NYSE MKT LLC (“NYSE MKT”, together
with NYSE, the “Exchange”) members and member organizations were advised, among other things, that
the Exchange was eliminating certain obsolete equities Account Type Indicators (“ATI”) and that after
Friday, February 1, 2013, member organizations could only use the ATIs in Attachment A to Information
Memorandum 12-25 (October 9, 2012). This deadline has been extended to Monday, April 1, 2013.
Accordingly, member organizations may continue using the eliminated ATIs until April 1, 2013. After April 1,
2013, member organizations must cease using the eliminated ATIs and must use the ATIs in Attachment A to
Information Memorandum 12-25.

The Exchange anticipates publishing additional guidance concerning questions raised regarding Information
Memorandum 12-25 shortly.

Operational questions regarding this Information Memo should be directed to:

Bob Airo, Senior Vice President, NYSE Operations, 212.656.5663

Questions regarding the NYSE and NYSE Amex Equities Rules and ATI requirements cited in this notice may
be addressed to:

David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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January 17, 2013

   TO: ALL FLOOR MEMBERS, MEMBER ORGANIZATIONS AND TRADING FLOOR PERSONNEL

SUBJECT: GAMBLING POLICY

The following serves a reminder to New York Stock Exchange LLC and NYSE MKT LLC (collectively, the
“Exchange”) members, member organizations and employees subject to their supervision that promoting or
participating in certain gambling activities on NYSE premises, including the Trading Floor, is strictly prohibited
by the Floor Conduct and Safety Guidelines and Exchange Rules, including but not limited to Rule 476(a)(7)
(collectively, “Exchange Rules and Policies”). See Information Memo 11-20, dated July 1, 2011.

Gambling is a criminal offense in New York and also a violation of Exchange Rules and Policies when a
person, in a capacity other than as a participant or “player,” operates, promotes or advances a gambling
enterprise or activity with the agreement or understanding that they will receive money, property or otherwise
share in the proceeds of the gambling activity pursuant to the agreement or understanding.

Any remuneration or payment, including tips or gratuities to the individual advancing or promoting the
gambling activity made pursuant to any custom or practice, can constitute an agreement or understanding
to participate in the proceeds of gambling activity. For example, a sporting event pool where the participants
purchase participation in the pool and each of the persons who win pay the person who organizes and
promotes the pool an amount of money equal to a percentage of their winnings would be criminal and violate
Exchange Rules and Policies. Other examples of prohibited gambling activity include schemes such as
bookmaking, numbers games, or other organized for-profit betting activity relating to sporting activities, other
outside events or games of chance.

Telephones, computers, or other communications devices or business equipment located on the Floor or
other premises under NYSE control may not be used for any prohibited gambling activities. Further, the
display or visible possession of gambling devices such as pool boxes, betting slips, etc. used in any gambling
activity is also strictly prohibited on the Floor or other premises under NYSE control. Members and member
organizations are reminded that the Floor Conduct and Safety Guidelines require that all persons, while on
the Floor or on other premises under NYSE control, refrain from engaging in any act or practice that may be
detrimental to the interest or welfare of the NYSE.

If you have any questions about whether a particular activity is prohibited, you should consult with your firm's
compliance officer, senior manager, and/or legal counsel.

Questions about this policy or complaints about potential violations should be directed to:

Patricia Bergholc, Director, FINRA Market Regulation, 917.281.3054; or

David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166.

Questions may also be directed to the FINRA On-Floor Surveillance Unit on the Floor.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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December 31, 2012

   TO: ALL NYSE AND NYSE MKT EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: New Rule 80B Circuit Breaker Levels for First Quarter 2013

EFFECTIVE January 1, 2013 through March 31, 2013

Rule 80B trading halts will be triggered when the Dow Jones Industrial Average (“DJIA”) declines below its
closing value on the previous trading day by:

1,300 points (Level 1)

2,650 points (Level 2)

3,950 points (Level 3)

NYSE and NYSE Amex Equities Rule 80B

Whenever a Rule 80B circuit breaker is in effect, trading in all stocks on NYSE and NYSE Amex Equities will
halt for the time periods specified below.

Level 1 Halt

anytime before 2:00 p.m. - one hour;

at or after 2:00 p.m. but before 2:30 p.m. - 30 minutes;

at or after 2:30 p.m. - trading shall continue, unless there is a Level 2 Halt.

Level 2 Halt

anytime before 1:00 p.m. - two hours;

at or after 1:00 p.m. but before 2:00 p.m. - one hour;

at or after 2:00 p.m. - trading shall halt and not resume for the rest of the day.

Level 3 Halt

at any time - trading shall halt and not resume for the rest of the day.

A complete discussion of the calculation of trigger values for Rule 80B was published in NYSE Information
Memo No. 98-15, dated April 13, 1998, available at !! HYPERLINK “http://www.nyse.com/nysenotices/nyse/
information-memos/pdf?memo_id=98-15″¶http://www.nyse.com/nysenotices/nyse/information-memos/pdf?
memo_id=98-15⊥.
Questions concerning this Information Memo should be directed to Patricia Bergholc, FINRA Market
Regulation, at (917) 281-3054, or David De Gregorio, NYSE Regulation, at (212) 656-4166.

NYSE Regulation, Inc

NYSE and NYSE Amex Equities Rule 80B

Effective through 3/31/13

Point Decline in DJIA:
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Level 1 Before 2:00 p.m. At or After 2:00 p.m.
but Before 2:30 p.m. At or After 2:30 p.m.

 

1,300 1 hour 30 minutes No halt unless
reach Level 2

* * * * * * * * * *
Level 2 Before 1:00 p.m. At or After 1:00 p.m.

but Before 2:00 p.m.
At or After 2:00 p.m.

 

2,650 2 hours 1 hour Halt, and not resume
* * * * * * * * * *
Level 3
 

3,950 At any time: halt and not resume

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
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December 19, 2012

   ATTN CHIEF EXECUTIVE OFFICER, CHIEF OPERATIONS OFFICER, LEGAL AND COMPLIANCE
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: LAST TRADE DATE FOR “REGULAR WAY” SETTLEMENT IN 2012

The last day on which “regular way” transactions in securities, other than U.S. government obligations, may
be made for settlement this calendar year on New York Stock Exchange LLC (“NYSE”) and NYSE MKT LLC
(collectively, the “Exchange”) is December 26, 2012.

Non-regular way transactions effected between December 27, 2012 and December 31, 2012 for settlement
in 2012 may be effected on “cash”, “next day” (only available on December 27 and 28 for settlement in 2012)

or “seller's option” basis. 1   A seller's option trade with a two-day settlement entered on December 27, 2012
would also settle in 2012. Orders entered on or after December 27, 2012 that are not marked with “non-
regular way” settlement instructions will settle in 2013.

Members and member organizations are reminded that, pursuant to Rule 14, all non-regular way orders
must be marked with the appropriate settlement instruction and transmitted directly to a Floor broker for
representation in the market. Members and member organizations are further reminded of their obligations to
obtain and record Floor Official approvals (via a Floor broker) for certain non-regular way trades pursuant to

Rule 64(b). 2   Executions of these orders must be reported to the Consolidated Tape with cash, next day or
seller's option transaction indicators as appropriate.

Operations questions concerning this memorandum may be addressed to:

Paul Bauccio, Senior Vice President, Operations, pbauccio@nyx.com, 212.656.2929 or

Dennis Pallotta, Director, Operations, dpallotta@nyx.com, 212.656.5236.

Regulatory questions regarding this memorandum should be addressed to:

Patricia Bergholc, Director, FINRA Market Regulation, patricia.bergholc@finra.org, 917.281.3054 or

John Saxton, Director, FINRA Market Regulation, john.saxton@finra.org, 917.281.3114.

Questions regarding the NYSE and NYSE MKT Rules cited in this notice should be addressed to:

David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166, ddegregorio@nyx.com.

Questions may also be directed to the FINRA On-Floor Surveillance Unit via the White Phone or in person at
the Unit's Booth on the Floor.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Members and member organizations are reminded that pursuant to Exchange Rule 177, deliveries
against transactions made for "cash", as prescribed in Rule 14 at or before 2:00 p.m. shall be due
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before 2:30 p.m. Deliveries against transactions made for "cash" after 2:00 p.m. shall be due within thirty
minutes after the time of the transaction.

2  Pursuant to Exchange Rule 64(b), a Floor Official must approve non-regular way settlement trades that
are more than 0.10 point away from the regular way bid or offer, except during the last calendar week of
the year when approval is only required for sales more than 0.25 point away. Floor Official approvals or
consultations must be recorded electronically in the Floor Official Request Tracking Engine ("FORTÉ").
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December 14, 2012

   TO: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, CHIEF OPERATIONS OFFICER,
OPERATIONS PARTNER AND LEGAL AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: QUARTERLY EXPIRATION DAY - DECEMBER 21, 2012

I. Purpose

Friday, December 21, 2012, will be a quarterly Expiration Day for stock and index options and futures
products whose settlement pricing is based upon New York Stock Exchange LLC (“NYSE”) and NYSE MKT
LLC (“NYSE MKT”) (collectively, the “Exchanges”) opening or closing prices on that day. This Information
Memorandum reminds members and member organizations of certain NYSE and NYSE MKT rules and
policies regarding opening imbalance publications, entry and cancellation of market-on-close/limit-on-close
(“MOC/LOC”) and closing offset (“CO”) orders, publication of on-the-close imbalances, and printing the
closing transaction.

II. Expiration Day Opening Imbalance Publication

Members and member organizations are reminded that the regular pre-opening procedures outlined in
Rules 15 (Pre-Opening Indications) and 123D (Openings and Halts in Trading) apply on the December 21
Expiration Day. Accordingly, Designated Market Makers (“DMMs”) should publish indications as promptly
as practicable and are reminded of their additional obligations under Rule 123D to publish one or more
indications, under the supervision of a Floor Official, in situations where the opening price would be affected
by an imbalance of market and limit buy and sell orders in a security.

In the event that one or both of the Exchanges invokes its exemptive powers under Rule 48 (Exemptive
Relief - Extreme Market Volatility Condition), the terms of that rule would govern the obligation to publish pre-
opening indications.

III. Rules and Policies Relating to the Close

A. MOC/LOC and CO Order Entry and Cancellation

Members and member organizations are reminded that the provisions of Rule 123C (Closing Procedures)
apply to the Close on the December 21 Expiration Day. While the Exchanges expect systems to operate
normally on December 21, in the unlikely event of a systems interruption leading into or at the Close, the
Closing Procedures set out in Rule 123C would operate as if the Exchanges had declared a regulatory halt in
one or more securities.

In the event that one or both of the Exchanges invoke its exemptive powers under Rule 123C(9) (Closing
Procedures - Extreme Order Imbalances at or Near the Close), the terms of that rule would govern the
handling of orders at the Close. See Section III. D, below.

In connection with the entry of MOC/LOC and CO orders, members should pay particular attention to the
following:

• A “published imbalance” is an imbalance that has been disseminated to the Tape. An imbalance
announced verbally or physically posted at the panel is not considered to be a published imbalance.
See Section III. B, below. The Exchanges' Order Imbalance Information product, a data feed of
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real-time order imbalances that accumulate prior to the opening and the closing of trading on the
Exchanges, does not constitute a “published imbalance.”

• Brokers and traders are reminded that, while they should enter orders as early in the day as
possible, all MOC/LOC orders (unless entered to offset a published imbalance) must be entered
electronically by 3:45 p.m. Entering MOC/LOC orders early provides DMMs with the opportunity
to more quickly identify and disseminate potential order imbalances that might exist at the Close.
This, in turn, enables brokers and traders to more effectively identify potential offsetting customer
interest that could mitigate any imbalance. MOC/LOC and CO orders entered prior to 3:45 p.m. may
be canceled or reduced prior to that time for any reason.

• After 3:45 p.m. Exchange systems will accept only MOC/LOC orders that offset a published
imbalance and CO orders may be entered in any amount on either side of the market.

• Between 3:45 p.m. and 3:58 p.m., MOC/LOC and CO orders may be canceled or reduced in size

only to correct a legitimate error. 1   This also applies to instances where cancel/replace functionality
is used.

• FINRA will continue to closely monitor the cancellation of MOC/LOC and CO orders.
• After 3:58 p.m., MOC/LOC and CO orders may not be cancelled or reduced in size for any reason

except in accordance with Rule 123C(9). See Section III. D, below.
• In the event of a trading halt effective at 3:45 p.m. or later, MOC/LOC orders may be entered only to

offset a published imbalance. CO orders, however, may be entered in any amount on either side of
the market. See Rule 123C(2)(c).

B. Imbalance Publications 2 

Rule 123C(5) provides for the publication of order imbalances as described below. In addition, members
and member organizations may refer to the attached quick-reference page for a summary of the times and
requirements for imbalance publications. DMMs are reminded that erroneous imbalance publications must be
corrected as soon as practicable.

1. Informational Imbalance Publications between 3:00 p.m. and 3:45 p.m.

Between 3:00 p.m. and 3:45 p.m., DMMs are encouraged to issue Informational Imbalance Publications
of any size if they believe that there could be significant price dislocation at the Close. These publications
are informational only and do not limit MOC/LOC or CO order entry or cancellation before 3:45 p.m. DMMs
who wish to issue an Informational Imbalance Publication must obtain prior approval from a Floor Official
or qualified Exchange employee (see Rule 46.10) prior to issuance. Floor Official approvals to issue
Informational Imbalance Publications must be recorded in the Floor Official Request Tracking Engine
(“FORTÉ”). Members must state the proposed imbalance information and note any other relevant information
(e.g., average daily trading volume (“ADTV”), size, or degree of impact) in connection with the request.

2. Mandatory MOC/LOC Imbalance Publications at 3:45 p.m.

As soon as practicable after 3:45 p.m., any MOC/LOC imbalance of 50,000 shares or more for NYSE-listed
securities, and 25,000 shares or more for NYSE MKT-listed securities, will be published by the Exchange.
Other significant imbalances of lesser size (i.e., less than 50,000/25,000 shares but significant relative to
the ADTV of a particular security) may be published by the DMM with Floor Official or qualified Exchange
employee approval. As with Informational Imbalance Publications, Floor Official approvals to issue certain
Mandatory MOC/LOC Imbalance Publications must be recorded in FORTÉ and members should state the
proposed imbalance information and note any other relevant information (e.g., ADTV, size, or degree of
impact) in connection with the request.

In addition, any Informational Imbalance Publication issued prior to 3:45 p.m. must be updated. An imbalance
of 50,000 shares (NYSE)/25,000 shares (NYSE MKT), or more will be published. If there is an imbalance of
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any lesser size that is significant relative to the ADTV of the stock, it may be published by the DMM with Floor
Official or qualified Exchange employee approval. If there is no such imbalance, a “no imbalance” indication
must be issued by the DMM.

3. Mandatory MOC/LOC Imbalance Publications after a Trading Halt

If a trading halt is in effect at 3:45 p.m. but is lifted prior to the Close, any MOC/LOC imbalance of 50,000
shares (NYSE)/25,000 shares (NYSE MKT), or more will be published by the DMM as soon as possible after
the resumption of trading. Additionally, any imbalance of lesser size if significant relative to the ADTV may
be published by the DMM as soon as possible after trading reopens, subject to prior Floor Official or qualified
Exchange employee approval. If the trading halt is not lifted before the Close, there will not be any imbalance
publications.

4. Exchange Publication of Order Imbalance Information

In addition to the Informational Imbalance and Mandatory MOC/LOC Imbalance Publications described
above, the Exchanges also make available real-time Order Imbalance Information prior to the Close in
accordance with Rule 123C(6). These publications take place approximately every five (5) seconds between
3:45 p.m. and 4:00 p.m. The Order Imbalance Information publications use a reference price in order to
indicate how many shares would be needed to close the security at that price, including MOC, marketable
LOC and CO orders. (For more information on how the reference price is determined, see Rule 123C(6)(a)
(iii)). Beginning at 3:55 p.m., the Order Imbalance Information publications also include stop orders, d-Quotes
and all other e-Quotes containing pegging instructions eligible to participate in the closing transaction.

As noted above, Order Imbalance Information publications are solely for informational purposes and off-
setting MOC/LOC interest must not be submitted in response to Order Imbalance Information publications.
Off-setting MOC/LOC interest may be submitted only as described in this memo in response to a Mandatory
MOC/LOC Imbalance Publication issued at 3:45 p.m. or after a trading halt in accordance with Rule 123C(2).

C. Printing the Closing Transaction

1. Rules 116.40 and 123C(8)

DMMs are reminded that the closing transaction must be printed consistent with Rules 116.40 and 123C(8)

and must accurately reflect both the closing price and closing volume when printing the closing transaction. 3

   Additionally, DMMs are reminded of their obligation to maintain a fair and orderly market pursuant to Rule
104.

2. Verbal Interest and e-Quotes at the Close

DMMs should take all interest, including verbal, e-Quoted and Display Book interest, into account when
formulating the Close. Depending on whether it is marketable or not, verbal interest may be handled
differently than e-Quoted interest at the Close. Marketable verbal interest is included with all market and MOC
interest at the Close, while limited verbal interest and e-Quotes are on parity with limit orders. DMMs are
reminded that verbal interest from a Floor broker should be handled one of two ways: entered into GTM by
NYSE Floor Operations staff or into the crowd field of the Closing template by the DMM.

Pursuant to Rule 342, members and member organizations must ensure that they have adequate written
policies, procedures and controls in place to detect, deter and prevent conduct inconsistent with the guidance
set forth above. Any member who believes that the above procedures have not been adhered to should
report their concern to the FINRA On-Floor Surveillance Unit.

3. Orders to Offset MOC/LOC Imbalances at the Close to Mitigate Price Disparity
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Rule 902 (Off Hours Trading Orders) provides for entry of orders after the Close. Rule 902(a)(ii)(B) permits
DMMs to include in the calculation of the Close legitimate market interest that has agreed to offset all or part
of any MOC imbalance that existed prior to the Close at 4:00 p.m. The DMM's use of this offsetting interest
to minimize significant price dislocation on the Close will result in a closing-price coupled order between the
DMM and member, member organization or customer. If the member, member organization or customer
agrees, the DMM may include this interest in offsetting an imbalance when setting the closing price and
increase DMM participation in the closing print to the extent of the new contra interest. In this way the DMM
will liquidate or cover the related dealer position, and the member, member organization or customer will
acquire the position. Such closing-price coupled orders are executed at the Ramp.

It is important to note that Rule 902 may not be relied on for the entry of an order after the Close when
there is no MOC/LOC imbalance or when the imbalance would not result in significant volatility and/or price
dislocation. In addition, it cannot be used if the Close has already been printed.

D. Extreme Order Imbalances at or Near the Close

In order to avoid significant dislocation in the closing price that may result from an order entered or
represented at or near the Close, Rule 123C(9) permits the Exchanges, on a security-by-security basis,
to temporarily suspend the hours of operation under Rule 52 so that offsetting interest may be solicited
from both on-Floor and off-Floor participants and entered to reduce the size of the imbalance. The order
acceptance cut-off time will be a time period designated by the Exchange. Off-setting interest is solicited
using Exchange Trader Updates as well as messages sent directly to Floor broker hand-held devices. These
Exchange-issued solicitation requests include information regarding security symbol, the imbalance amount
and side, the last sale price, and a designated order acceptance cutoff time (generally five minutes from
the issuance of the solicitation request). Offsetting interest submitted in response to an Exchange-issued
solicitation request must be a limit order priced no worse than the last sale, irrevocable and entered no later
than the order acceptance cut-off time indicated in the solicitation request. Exchange systems will accept
interest entered electronically in the named security after 4:00 p.m. only if Rule 123C(9)(a)(1) is invoked.

Exchange systems will not verify side or price, and will not block post-4:00 p.m. cancellation of interest
submitted under this rule. Therefore, member and member organizations entering such interest are
responsible for ensuring compliance with the rule, such that the only interest that may be entered in response
to such a solicitation request is: (i) offsetting; (ii) a limit order priced no worse than the last sale price; and (iii)
not cancelled.

Rule 123C(9) also permits temporary suspension of the prohibition on the cancellation or reduction of a MOC/
LOC order after 3:58 p.m. where there is a legitimate error in such an order and the execution of the order
would cause significant price dislocation at the Close.

Only the DMM assigned to a particular affected security may request relief under Rule 123C(9). A request
for relief under Rule 123C(9) must be approved and supervised by an Executive Floor Governor or qualified
NYSE Euronext employee and supervised by a qualified Exchange officer, as defined in Rule 48(d). All Rule
123C(9)-related approvals must be recorded in FORTÉ.

Failure to comply with these requirements for entering interest in response to a solicitation request is a
violation of Exchange rules and may result in disciplinary action. See Information Memoranda 09-20 (May 5,
2009) and 10-52 (December 22, 2010).

IV. Adequacy of Operations and Supervisory Staff

All members and member organizations, including DMMs, should ensure that both operational and
supervisory staffing on and around the December 21 Expiration Day will be sufficient to monitor and process
all orders, regardless of the form in which they are received, as well as to handle the anticipated increased
workload. All members and member organizations should also review their systems to ensure that they have
adequate capacity to handle the expected increase in volume. For example, DMM firms should review their
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DMM Unit algorithm to ensure that they meet their obligations to maintain a fair and orderly market. DMMs
are reminded to seek the advice of a Floor Official regarding any unusual situations as quickly as possible.

V. Supervision

A. Review of Policies and Procedures

In view of increased automated order delivery, e-Quoting and automatic execution, members and member
organizations should carefully review their procedures as well as their supervisory systems for handling
orders in connection with the December 21 Expiration Day. Specifically, members and member organizations
should review their practices for handling orders at or near the Close. Reviews should include both manual
orders and those handled systemically, such as orders that are handled by a computer algorithm. In addition,
members and member organizations should take all necessary steps to ensure that the relevant trading
and back-office staffs are familiar with firm procedures for handling orders at or near the Close. Members
and member organizations should also be mindful of the guidance issued in Information Memo 09-22 (May
28, 2009) (attached) regarding procedures for escalating and addressing inquiries arising from real-time
regulatory or trading issues.

In addition, members and member organizations are reminded of their obligation to have adequate systems
and controls relating to the use of firm systems by correspondents or others. Please consult Information
Memo 11-13 (May 16, 2011) (attached) for more information.

B. Adequacy of Compliance Program

Members and member organizations are also reminded to ensure that they have a robust compliance
program that includes adequate written policies, procedures and supervisory controls to monitor for
compliance with Rule 123C and the guidance contained in this Information Memo. Policies and procedures
must be adequate to ensure that all procedures related to MOC/LOC orders and orders entered at or near
the Close, are appropriately followed, and to detect and deter any actions that may violate NYSE, NYSE MKT
and/or SEC rules.

C. Due Diligence Requirements

Consistent with the requirements of Rule 405, before any order with instructions to participate at the Close
is transmitted to the Floor the member or member organization accepting the order must exercise due
diligence to learn the essential facts relative to the order, including the purpose and propriety of the at-the-
close instruction. In addition, an imbalance of orders at or near the Close, caused in part by the entry of such
orders, could lead to trading being halted in the security and such orders not receiving an execution.

D. Supervision to Prevent Improperly Affecting the Close

Members and member organizations must also ensure that their activity does not have the effect of artificially
impacting the closing price. Firms should review procedures utilized in connection with orders to be executed
at or near the Close with their traders and other order-entry personnel. Firms should also review systemic
order-entry functions (e.g., algorithms or “smart servers”) for compliance with the NYSE and NYSE MKT rules
and the provisions of this Information Memorandum. Firms should also review the provisions of Information
Memo 95-28 (July 10, 1995) (attached), which discusses trading near the Close and activity that would
constitute violations of NYSE and NYSE MKT rules, as well as federal securities laws.

In that connection, members and member organizations are reminded that, where a firm has committed to
purchase from (sell to) a customer at a price that is derived from the closing price (MOC orders) while also
reserving a significant position of its hedging or covering transaction to be executed at or near the Close, they
must operate with substantial care. If the transaction is completed in a manner that does not effectively place
the firm at market risk or if the transaction does not provide an opportunity for possible contra side interest
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to develop and/or react to the activity, it would raise manipulative concerns and would operate as conduct
inconsistent with just and equitable principles of trade.

E. Compliance with Federal Securities Laws and Rules

In addition to complying with NYSE and NYSE MKT rules and policies, members and member organizations
should review all other applicable federal securities laws and regulations, including Section 9(a)(2) of the
Securities Exchange Act, Regulation SHO and Rule 10b-5, as well as the margin and capital rules. Firms
must ensure that they have written policies, procedures, and supervisory controls reasonably designed to
detect and deter potentially violative conduct.

VI. Staff Contacts

Regulatory questions relating to this Information Memo should be addressed to:

• Patricia Bergholc, Director, FINRA Market Regulation, 917.281.3054; or
• Thomas C. Bruno, Director, FINRA Market Regulation, 917.281.3081, or
• Michael Fryer, Director, FINRA Market Regulation, 917.281.3071; or
• John C. Saxton, Jr., Director, FINRA Market Regulation, 917.281.3114.

Questions regarding the NYSE and NYSE MKT Rules cited in this notice should be addressed to:

• David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166.

Operations questions concerning this memorandum should be addressed to:

• Paul Bauccio, Senior Vice President, Operations, 212.656.2929; or
• Dennis Pallotta, Director, Operations, 212.656.5236; or
• Sonia Rosa, Managing Director, Operations, 212.656.2899.

Questions may also be directed to the FINRA On-Floor Surveillance Unit via the White Phone or in person at
the Unit's Booth on the Floor.

NYSE/NYSE MKT Close

• MOC/LOC entry

- Must be entered by 3:45 pm, unless offsetting a published imbalance.
- Must be entered electronically.

• Cancellation of MOC/LOCs

- Can be cancelled after 3:45 pm only in cases of legitimate error.

- Cannot be cancelled after 3:58 pm, even if legitimate error. * 

• MOC/LOC Publication

- One Regulatory MOC/LOC publication at 3:45 pm, done systemically

• Closing Offset (”CO”) Order

- Can be entered on either side of the market, at any time during the day.
- Can be used to offset any imbalance at the Close.
- Not guaranteed to participate; may participate only to offset imbalance if no other interest is
remaining to trade at the closing price on the same side of the CO order.
- Cannot swing balance to other side.
- Time priority basis with other CO orders on the same side of the market.
- Not included in the mandatory MOC/LOC imbalance publication.
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- Subject to the same restrictions on cancelling as MOC/LOC orders, i.e., cannot be cancelled after
3:58 pm, even if legitimate error *

• Order Imbalance Data feeds (Proprietary Data product) to all customers (upstairs and Floor)

- Every 5 seconds beginning at 3:45 pm
- Compiled using:

• Reference price
• MOC/LOC imbalance and the side of the market
• At 3:55 pm, d-Quotes and all other e-Quotes containing pegging instructions eligible to

participate on the Close
• MOC/LOC paired quantity at reference price
• CO orders on the opposite side
• At-price LOC interest eligible to offset the imbalance.
• Price at which closing-only interest (MOC orders, marketable LOC orders and CO orders

on the opposite side of the imbalance) will execute in full
• Price where all orders eligible to trade on the Close would execute against themselves

andorders on DBK.

• d-Quote entry for closing transactions must be entered by 3:59:50 pm.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  A "legitimate error" is an error in any term of a MOC/LOC order, such as price, number of shares, buy/
sell, or identification of the security. See Rule 123C(1)(c).

2  Imbalance publications include both MOC and marketable LOC orders (based on the last sale price
at the time the publication is made). See Rule 123C(1)(b) & (d),defining "Informational Imbalance
Publications" and "Mandatory MOC/LOC Imbalance Publications." For more information on how
imbalance publications are calculated, see Rule 123C(4).

3  For more information on the execution of orders at the Close, see Rule 123C(7). Members and member
organizations are reminded that, when arranging the Close, they may not use the Display Book system
in an inappropriate manner designed to discover information about unelected stop orders.

*  Except as provided in Rule 123C(9)(a)
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 12-30

Click to open document in a browser

December 6, 2012

   TO: ALL NYSE AND NYSE MKT EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: CONSOLIDATED AUDIT TRAIL: SROS PUBLISH RFP CONCEPTS DOCUMENT ON CAT
NMS WEBSITE

The national securities exchanges and FINRA (collectively the “SROs”) are in the process of developing an
RFP that will be published on the dedicated Consolidated Audit Trail NMS website (www.catnmsplan.com)
inviting interested bidders to respond.

As part of the RFP development process, the SROs have published an RFP concept document on the
website, available at: http://catnmsplan.com/process/. The document has been published in order to obtain
feedback on the feasibility and costs of implementing the CAT reporting requirements being considered by
the SROs. Comments received will inform the content of the final RFP.

The SROs are requesting comment on this document by January 18, 2013. Feedback on the RFP concept
document should be submitted to: feedback@catnmsplan.com. Please note all comments received will be
published on the catnmsplan.com website.

Also, as a reminder, the SROs will be hosting an in-person event in New York City to discuss the
Consolidated Audit Trail (CAT). This event will include an open Q & A session so that interested parties may
ask questions regarding the RFP concepts and process, as well as other CAT implementation issues.

The event will be held on December 10, 2012 from 2:00 p.m. to 4:00 p.m., but please note that the location
of the event has changed. The event will now be held at the Marriott Downtown, 85 West Street, New York,
NY 10006.

To accommodate interested parties that cannot attend in person, a listen-only dial-in number is also being
provided.

To register for this event, please go to http://www.cvent.com/d/8cqd68/4W

Please note that we will not be able to entertain questions from dial-in participants during the event. At the
conclusion of the event, presentation materials will be posted on the catnmsplan.com website.

Participants are encouraged to send questions to the SROs in advance of the event so that we can provide
as much information as possible during the event. Please submit questions that you would like addressed to
feedback@catnmsplan.com.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 12-29

Click to open document in a browser

December 4, 2012

   TO: ALL NYSE AND NYSE MKT EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: UPDATED VENUE: SRO HOSTED CONSOLIDATED AUDIT TRAIL INDUSTRY EVENT -
DECEMBER 10, 2012

Please note that the venue for this event has changed. The event will now be held at the Marriott
Downtown, 85 West Street, New York, NY 10006.

The national securities exchanges and FINRA (collectively the “SROs”) together are hosting an in-person
event to discuss SEC Rule 613 requiring the creation of a Consolidated Audit Trail (CAT). This event is being
held in New York City and is open to all industry and other interested participants. Please note that the event
is closed to the media.

During this event, the SROs will provide an overview of the RFP concept document that will be published on
the catnmsplan.com website during the week of December 3, 2012. This event will include an open Q & A
session so that interested parties may ask questions regarding the RFP concepts and process, as well as
other CAT implementation issues.

The event will be held on December 10, 2012 from 2:00 p.m. to 4:00 p.m. at the Marriott Downtown, 85
West Street, New York, NY 10006.

To accommodate interested parties that cannot attend in person, a listen-only dial-in number is also being
provided.

To register for this event, please go to http://www.cvent.com/d/8cqd68/4W

Please note that we will not be able to entertain questions from dial-in participants during the event. At the
conclusion of the event, presentation materials will be posted on the catnmsplan.com website.

Participants are encouraged to send questions to the SROs in advance of the event so that we can provide
as much information as possible during the event. Please submit questions that you would like addressed to
feedback@catnmsplan.com.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 12-28

Click to open document in a browser

November 30, 2012

   TO: ALL NYSE AND NYSE MKT EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: SRO HOSTED CONSOLIDATED AUDIT TRAIL INDUSTRY EVENT

DECEMBER 10, 2012

BAYARD'S, 1 HANOVER SQUARE, NEW YORK, NY 10004

The national securities exchanges and FINRA (collectively the “SROs”) together are hosting an in-person
event to discuss SEC Rule 613 requiring the creation of a Consolidated Audit Trail (CAT). This event is being
held in New York City and is open to all industry and other interested participants. Please note that the event
is closed to the media.

During this event, the SROs will provide an overview of the RFP concept document that will be published on
the catnmsplan.com website during the week of December 3, 2012. This event will include an open Q & A
session so that interested parties may ask questions regarding the RFP concepts and process, as well as
other CAT implementation issues.

The event will be held on December 10, 2012 from 2:00 p.m. to 4:00 p.m. at Bayard's, 1 Hanover Square,
New York, NY 10004.

To accommodate interested parties that cannot attend in person, a listen-only dial-in number is also being
provided.

To register for this event, please go to http://www.cvent.com/d/8cqd68/4W.

Please note that we will not be able to entertain questions from dial-in participants during the event. At the
conclusion of the event, presentation materials will be posted on the catnmsplan.com website.

Participants are encouraged to send questions to the SROs in advance of the event so that we can provide
as much information as possible during the event. Please submit questions that you would like addressed to
feedback@catnmsplan.com.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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November 26, 2012

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

FROM: NYSE REGULATION

SUBJECT: ENHANCED ELECTRONIC BLUE SHEET SUBMISSIONS - UPDATE

The New York Stock Exchange LLC (“NYSE”) and NYSE MKT LLC (“NYSE MKT”, together with NYSE, the
“Exchange”), in conjunction with other interested members of the Intermarket Surveillance Group (collectively,

the “ISG interested members”), 1   have extended the effective date for firms to submit data elements for
enhancing the Electronic Blue Sheets (EBS) to May 1, 2013 to allow broker-dealers additional time to
implement the enhancements.

Exchange member organizations (collectively referred to as “firms”) must add the following fields to the EBS
format by November 30, 2012, as currently required, but are not required to be populated with regard to EBS
requests from Exchange and other interested ISG members until May 1, 2013. Firms may voluntarily submit
the values of these fields starting November 30th and they will be accepted.

• Order Execution Time
• Large Trader Identification Number 1
• Large Trader Identification Number 2
• Large Trader Identification Number 3
• Large Trader Indentiofcation Qualifier
• Primary Party Identifier (referred to as Entering Firm Identifier in NYSE Info Memo 12-1)
• Contra Party Identifier (referred to as Executing Firm Identifier in NYSE Info Memo 12-1)

Currently, EBS requests are made under specific security symbols and option symbology. As noted in NYSE
Regulation Information Memo 12-1 , firms will be required to submit EBS, when requested, using three
additional formats:

1. account number and date;
2. account number, symbol and date; or
3. date range and Primary Party Identifier

For more details about the definition of the fields listed above, the changes to the Blue Sheet record layout
and transaction types identifiers, Blue Sheet testing, and the Large Trader request from the SEC, please refer
to FINRA's Regulatory Notice 12-47.

Attachment A to this Bulletin outlines the updated EBS record layout and Attachment B outlines the updated
transaction type identifiers.

Additionally, please refer to www.finra.org\bluesheets\faq on the FINRA website for the most recent version of
the Electronic Blue Sheet “FAQ”.

Attachment A Record Layout for Submission of Trading Information
 

Field Position Field
Length

Field Name/De-
scription/Remarks

Field
Format Justify Picture

Clause
Default
Value

 

From To
 

***This record
must be the first

record of the file***
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1 3 3 FILLER A LJ X(3) HDR
 

4 5 2 FILLER A LJ X(2) .S
 

6 10 5 DTRK-SYSID N LJ 9(5) 12343
 

11 12 2 FILLER A LJ X(2) .E
 

13 14 2 FILLER N LJ 9(2) 00
 

15 16 2 FILLER A LJ X(2) .C
 

17 20 4

DTRK-ORIGINATOR
Please call SIAC for
assignment (212)
383-2210

A LJ X(4) —

 

21 22 2 FILLER A LJ X(2) .S
 

23 26 4

DTRK-SUB-
ORIGINATOR
Please call SIAC for
assignment (212)
383-2210

A LJ X(4) —

 

27 27 1 FILLER A LJ X(1) B
 

28 33 6
DTRK-DATE
Contains submission
date.

N LJ 9(6) MMDDYY

 

34 34 1 FILLER A LJ X(1) B
 

35 59 25

DTRK-
DESCRIPTION
Required to identify
this file.

A LJ X(25)
FIRM

TRADING
INFORMATION

 

60 80 21 FILLER A LJ X(21) B
 

1 1 1
HEADER RECORD
CODE Value: Low
Values OR ZERO

A — X —

 

2 5 4

SUBMITTING
BROKER NUMBER
If NSCC member
use NSCC clearing
number. If not a
NSCC member, use
clearing number
assigned to you by
your clearing agency.

A-R LJ X(4) B

 

6 40 35

FIRM'S REQUEST
NUMBER Tracking
number used by
the firm to record
requests from an
organization.

A — X(35) B

 

41 46 6
FILE CREATION
DATE Format is
YYMMDD

A — X(6) —

 

47 54 8
FILE CREATION
TIME Format is
HH:MM:SS

A — X(8) —

 

55 55 1 REQUESTOR
CODE Requesting A — X —
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Organization
Identification Values:

 

A = New York Stock
Exchange

 

B = NYSE MKT, LLC
 

C = Chicago Stock
Exchange

 

D = NASDAQ OMX
 

E = NYSE Arca
 

F = NASDAQ OMX
BX, Inc.

 

G = National Stock
Exchange

 

H = BATS Exchange,
Inc.

 

I = International
Securities Exchange

 

J = Direct Edge
(EDGA Exchange
and EDGX
Exchange)

 

K = Chicago
Board Options
Exchange,C2
Options Exchange
and CBSX (CBOE
Stock Exchange)

 

R = FINRA
 

U = BOX Options
Exchange, LLC

 

X = U.S. Securities
and Exchange
Commission

 

Y = BATS Y-
Exchange, Inc.

 

Z = Other
 

56 70 15

REQUESTING
ORGANIZATION
NUMBER Number
assigned by
requesting
organization

A LJ X(15) B

 

71 80 10 FILLER A — X(10) B
 

1 1 1

RECORD
SEQUENCE
NUMBER ONE The
first record of the
transaction. Value: 1

A — X —

 

2 5 4

SUBMITTING
BROKER NUMBER
Identical to
Submitting Broker

A-R LJ X(4) —
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Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

6

http://researchhelp.cch.com/License_Agreement.htm


Number in Header
Record

 

6 9 4

OPPOSING
BROKER NUMBER
The NSCC clearing
house number of the
broker on the other
side of the trade.

A-R LJ X(4) B

 

10 21 12

CUSIP NUMBER
The cusip number
assigned to the
security.
Left justified since
the number is nine
characters at present
(8+ check digit) but
will expand in the
future.

A LJ X(12) B

 

22 29 8

TICKER SYMBOL
The symbol assigned
to this security. For
options (pre-OSI),
the OPRA option
symbol (space),
OPRA expiration
month symbol and
OPRA strike price
symbol should be
used. (Ex. Maytag
May 20 call option
series would be
reported as MYG
ED. This example
uses six spaces
in the field with a
space between the
OPRA symbol and
the OPRA expiration
month.)
Post OSI this
field must contain
OPTIONXX and a
Record Sequence
Number Six must be
completed

A-R LJ X(8) B

 

30 35 6

TRADE DATE
The date this trade
executed. Format is
YYMMDD.

A-R — X(6) B

 

36 41 6

SETTLEMENT DATE
The date this trade
will settle. Format is
YYMMDD

A — X(6) B

 

42 53 12 QUANTITY The
number of shares or N-R RJ 9(12) Z
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quantity of bonds or
option contracts.

 

54 67 14

NET AMOUNT The
proceeds of sales or
cost of purchases
after commissions
and other charges.

N RJ S9(12) V99 Z

 

68 68 1

BUY/SELL CODE
Values: 0 = Buy, 1
= Sale, 2 = Short
Sale, 3 = Buy Open,
4 = Sell Open, 5
= Sell Close, 6 =
Buy Close. A = Buy
Cancel, B = Sell
Cancel, C = Short
Sale Cancel, D = Buy
Open Cancel, E =
Sell Open Cancel, F
= Sell Close Cancel,
G = Buy Close
Cancel. Values 3 to
6 and D to G are for
options only

A-R — X B

 

69 78 10

PRICE The
transaction price.
Format: $$$$
CCCCCC.

N-R RJ 9(4)V(6) Z

 

79 79 1

EXCHANGE CODE
Exchange where
trade was executed.
Values:

A-R — X B

 

A = New York Stock
Exchange

 

B = NYSE MKT, LLC
 

C = Chicago Stock
Exchange

 

D = NASDAQ OMX
PHLX

 

E = NYSE Arca
 

F = NASDAQ OMX
BX, Inc.

 

G = National Stock
Exchange

 

H = BATS Exchange,
Inc.

 

I = International
Securities Exchange

 

J = C2 Options
Exchange

 

K = Chicago Board
Options Exchange
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L = London Stock
Exchange

 

M =Toronto Stock
Exchange

 

N = Montreal Stock
Exchange

 

O =TSX Venture
Exchange

 

P = Direct Edge
(EDGA Exchange)

 

Q=FINRA ADF
 

R = NASDAQ OMX/
NASDAQ OMX
Options Market

 

S = Over-the-
Counter

 

T = Tokyo Stock
Exchange

 

U = BOX Options
Exchange, LLC

 

V = Direct Edge
(EDGX Exchange)

 

W = CBSX (CBOE
Stock Exchange)

 

X = NASDAQ OMX
PSX

 

Y = BATS Y-
Exchange, Inc.

 

Z = Other
 

80 80 1

BROKER/DEALER
CODE Indicate if
trade was done for
another Broker/
Dealer. Values: 0 =
No; 1 = Yes

A-R — X B

 

1 1 1

RECORD
SEQUENCE
NUMBER TWO
Value: 2

A — X —

 

2 2 1
SOLICITED CODE
Values: 0 = No; 1 =
Yes

A-R — X B

 

3 4 2

STATE CODE
Standard Postal
two character
identification.

A-R — X(2) B

 

5 14 10

ZIP CODE/
COUNTRY CODE
Zip Code—five or
nine character (zip
plus four) Country
code—for future use.

A-R LJ X(10) B
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15 22 8

BRANCH OFFICE/
REGISTERED
REPRESENTATIVE
NUMBER Each
treated as a four-
character field. Both
are left justified.

A-R LJ X(8) B

 

23 28 6
DATE ACCOUNT
OPENED Format is
YYMMDD

A-R — X(6) B

 

29 48 20

SHORT NAME
FIELD Contains last
name followed by
comma (or space)
then as much of first
name as will fit.

A LJ X(20) B

 

49 78 30 EMPLOYER NAME A LJ X(30) B
 

79 79 1
TIN 1 INDICATOR
Values: 1 = SS#; 2 =
TIN

A-R — X B

 

80 80 1
TIN 2 INDICATOR
Values: 1 = SS#; 2 =
TIN—for future use.

A — X B

 

1 1 1

RECORD
SEQUENCE
NUMBER THREE
Value: 3

A — X —

 

2 10 9

TIN ONE Taxpayer
Identification Number
Social Security or
Tax ID Number.

A-R LJ X(9) B

 

11 19 9

TIN TWO Taxpayer
Identification Number
#2 Reserved for
future use.

A LJ X(9) B

 

20 20 1 NUMBER OF N&A
LINES A — X B

 

21 50 30
NAME AND
ADDRESS LINE
ONE

A-R LJ X(30) B

 

51 80 30
NAME AND
ADDRESS LINE
TWO

A-R LJ X(30) B

 

1 1 1
RECORD
SEQUENCE
NUMBER FOUR

A — X —

 

Value: 4
 

2 31 30
NAME AND
ADDRESS LINE
THREE

A-R LJ X(30) B

 

32 61 30
NAME AND
ADDRESS LINE
FOUR

A-R LJ X(30) B
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62 62 1

TRANSACTION
TYPE IDENTIFIERS
See Attachment B for
current codes.

A-R — X B

 

63 80 18 ACCOUNT NUMBER
Account number A-R LJ X(18) B

 

1 1 1

RECORD
SEQUENCE
NUMBER FIVE
Value: 5

A — X(1) —

 

2 31 30
NAME AND
ADDRESS LINE
FIVE

A-R LJ X(30) B

 

32 61 30 NAME AND
ADDRESS LINE SIX A-R LJ X(30) B

 

62 65 4

PRIME BROKER
Clearing number of
the account's prime
broker.

A-R LJ X(4) B

 

66 66 1

AVERAGE PRICE
ACCOUNT 1 =
recipient of average
price transaction.
2 = average price
account itself.

N-R — 9(1) Z

 

67 71 5

DEPOSITORY
INSTITUTION
IDENTIFIER
Identifying number
assigned to the
account by the
depository institution.

A-R LJ X(5) B

 

72 77 6

Order Execution
Time HHMMSS -
Time format will be in
Eastern Time and 24
hour format.

A-R LJ — —

 

78 80 3 FILLER A — X B
 

1 1 1

RECORD
SEQUENCE
NUMBER SIX Value:
6

A — —

 

2 9 8

DERIVATIVE
SYMBOL The
symbol assigned to
the derivative

A-R LJ — B

 

10 15 6

EXPIRATION DATE
The date the option
expires. Format is
YYMMDD

A-R — — B

 

16 16 1
CALL/PUT
INDICATOR C =
Call, P = Put

A-R — — B
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17 24 8
STRIKE DOLLAR
The dollar amount of
the strike price

N-R RJ — Z

 

25 30 6
STRIKE DECIMAL
The decimal amount
of the strike price

N-R RJ — Z

 

31 80 50 FILLER A LJ — B
 

1 1 1

RECORD
SEQUENCE
NUMBER SEVEN
Value: 7

A — —

 

2 14 13 Large Trader
Identification 1 A-R LJ — Z

 

15 27 13 Large Trader
Identification 2 A-R LJ — Z

 

28 40 13 Large Trader
Identification 3 A-R LJ — Z

 

41 41 1
Large Trader
Identification
Qualifier

A-R LJ — Z

 

42 49 8

Primary Party
Identifier Identity of
the party to the trade
that is represented
by the Submitting
Broker of an EBS.
Acceptable values
include MPID, CRD
or OCC Clearing
Number.

A-R LJ — B

 

50 57 8

Contra Party
Identifier Identity
of the contra party
to the trade that is
represented by the
Opposing Broker of
an EBS. Acceptable
values include
MPID, CRD or OCC
Clearing Number.

A-R LJ — B

 

58 80 23 FILLER A LJ — B
 

1 1 1

TRAILER RECORD
DATE One record
per submission. Must
be the last record on
the file. Value: High
Values or “9”

A — X —

 

2 17 16

TOTAL
TRANSACTIONS
The total number
of transactions.
This total excludes
Header and Trailer
Records.

N RJ 9(16) B
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18 33 16

TOTAL RECORDS
ON FILE The total
number of 80 byte
records. This total
includes Header
and Trailer Records,
but not the Datatrak
Header Record (i.e.,
it does not include
the first record on the
file).

N RJ 9(16) Z

 

34 80 47 FILLER A — X(47) B
 

Field Format A =
Alphanumeric (all
caps) N = Numeric
P = Packed B =
Binary R = Validation
Required

Default
Values B =
Blanks Z=
Zero

Justify
RJ = Right
Justification
of Data
LJ = Left
Justification
of Data

 

Attachment B Record Layout for Submission of Trading Information
 

Transaction Type Security Type
 

Equity *  Options
 

Non-Program Trading, Agency A C
 

Non-Index Arbitrage, Program Trading, Proprietary C
 

Index Arbitrage, Program Trading, Proprietary D
 

Index Arbitrage, Program Trading, Individual Investor J
 

Non-Index Arbitrage, Program Trading, Individual Investor K
 

Non-Program Trading, Proprietary P F
 

Non-Program Trading, Individual Investor I
 

Non-Index Arbitrage, Program Trading, Agency Y
 

Index Arbitrage, Program Trading, Agency U
 

Designated Market Makers S S
 

Market-Maker M
 

Non-Member Market-Maker/Specialist Account N
 

Stock Specialist — Assignment Y
 

Customer Range Account of a Broker/Dealer B
 

Registered Trader G
 

Error Trade Q
 

Amex Option Specialist/Market Maker Trading Paired Security V
 

Registered Trader Market Maker Transaction Regardless of the Clearing
Number P
 

Transactions cleared for a NASDAQ market maker that is affiliated w/ the
clearing member that resulted from telephone access to the specialist. Amex
Only.

3

 

Transactions cleared for a member's NASDAQ market maker that is not
affiliated with the clearing member that resulted from telephone access to the
specialist. Amex Only.

4
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Transactions cleared for a non-member NASDAQ market maker that is not
affiliated with the clearing member that resulted from telephone access to the
specialist. Amex Only.

5

 

Voluntary Professional W
 

*  Equity securities include those securities that trade like equities (e.g., ETFs and structured products).
*  Equity securities include those securities that trade like equities (e.g., ETFs and structured products).

Attachment A Record Layout for Submission of Trading Information
 

Field Position Field
Length

Field Name/De-
scription/Remarks

Field
Format Justify Picture

Clause
Default
Value

 

From To
 

***This record
must be the first

record of the file***
 

1 3 3 FILLER A LJ X(3) HDR
 

4 5 2 FILLER A LJ X(2) .S
 

6 10 5 DTRK-SYSID N LJ 9(5) 12343
 

11 12 2 FILLER A LJ X(2) .E
 

13 14 2 FILLER N LJ 9(2) 00
 

15 16 2 FILLER A LJ X(2) .C
 

17 20 4

DTRK-ORIGINATOR
Please call SIAC for
assignment (212)
383-2210

A LJ X(4) —

 

21 22 2 FILLER A LJ X(2) .S
 

23 26 4

DTRK-SUB-
ORIGINATOR
Please call SIAC for
assignment (212)
383-2210

A LJ X(4) —

 

27 27 1 FILLER A LJ X(1) B
 

28 33 6
DTRK-DATE
Contains submission
date.

N LJ 9(6) MMDDYY

 

34 34 1 FILLER A LJ X(1) B
 

35 59 25

DTRK-
DESCRIPTION
Required to identify
this file.

A LJ X(25)
FIRM

TRADING
INFORMATION

 

60 80 21 FILLER A LJ X(21) B
 

1 1 1
HEADER RECORD
CODE Value: Low
Values OR ZERO

A — X —

 

2 5 4

SUBMITTING
BROKER NUMBER
If NSCC member
use NSCC clearing
number. If not a
NSCC member, use
clearing number

A-R LJ X(4) B
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assigned to you by
your clearing agency.

 

6 40 35

FIRM'S REQUEST
NUMBER Tracking
number used by
the firm to record
requests from an
organization.

A — X(35) B

 

41 46 6
FILE CREATION
DATE Format is
YYMMDD

A — X(6) —

 

47 54 8
FILE CREATION
TIME Format is
HH:MM:SS

A — X(8) —

 

55 55 1

REQUESTOR
CODE Requesting
Organization
Identification Values:

A — X —

 

A = New York Stock
Exchange

 

B = NYSE MKT, LLC
 

C = Chicago Stock
Exchange

 

D = NASDAQ OMX
 

E = NYSE Arca
 

F = NASDAQ OMX
BX, Inc.

 

G = National Stock
Exchange

 

H = BATS Exchange,
Inc.

 

I = International
Securities Exchange

 

J = Direct Edge
(EDGA Exchange
and EDGX
Exchange)

 

K = Chicago
Board Options
Exchange,C2
Options Exchange
and CBSX (CBOE
Stock Exchange)

 

R = FINRA
 

U = BOX Options
Exchange, LLC

 

X = U.S. Securities
and Exchange
Commission

 

Y = BATS Y-
Exchange, Inc.

 

Z = Other
 

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
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56 70 15

REQUESTING
ORGANIZATION
NUMBER Number
assigned by
requesting
organization

A LJ X(15) B

 

71 80 10 FILLER A — X(10) B
 

1 1 1

RECORD
SEQUENCE
NUMBER ONE The
first record of the
transaction. Value: 1

A — X —

 

2 5 4

SUBMITTING
BROKER NUMBER
Identical to
Submitting Broker
Number in Header
Record

A-R LJ X(4) —

 

6 9 4

OPPOSING
BROKER NUMBER
The NSCC clearing
house number of the
broker on the other
side of the trade.

A-R LJ X(4) B

 

10 21 12

CUSIP NUMBER
The cusip number
assigned to the
security. Left justified
since the number is
nine characters at
present (8+ check
digit) but will expand
in the future.

A LJ X(12) B

 

22 29 8

TICKER SYMBOL
The symbol assigned
to this security. For
options (pre-OSI),
the OPRA option
symbol (space),
OPRA expiration
month symbol and
OPRA strike price
symbol should be
used. (Ex. Maytag
May 20 call option
series would be
reported as MYG
ED. This example
uses six spaces
in the field with a
space between the
OPRA symbol and
the OPRA expiration
month.)

A-R LJ X(8) B
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Post OSI this
field must contain
OPTIONXX and a
Record Sequence
Number Six must be
completed

 

30 35 6

TRADE DATE
The date this trade
executed. Format is
YYMMDD.

A-R — X(6) B

 

36 41 6

SETTLEMENT DATE
The date this trade
will settle. Format is
YYMMDD

A — X(6) B

 

42 53 12

QUANTITY The
number of shares or
quantity of bonds or
option contracts.

N-R RJ 9(12) Z

 

54 67 14

NET AMOUNT The
proceeds of sales or
cost of purchases
after commissions
and other charges.

N RJ S9(12) V99 Z

 

68 68 1

BUY/SELL CODE
Values: 0 = Buy, 1
= Sale, 2 = Short
Sale, 3 = Buy Open,
4 = Sell Open, 5
= Sell Close, 6 =
Buy Close. A = Buy
Cancel, B = Sell
Cancel, C = Short
Sale Cancel, D = Buy
Open Cancel, E =
Sell Open Cancel, F
= Sell Close Cancel,
G = Buy Close
Cancel. Values 3 to
6 and D to G are for
options only

A-R — X B

 

69 78 10

PRICE The
transaction price.
Format: $$$$
CCCCCC.

N-R RJ 9(4)V(6) Z

 

79 79 1

EXCHANGE CODE
Exchange where
trade was executed.
Values:

A-R — X B

 

A = New York Stock
Exchange

 

B = NYSE MKT, LLC
 

C = Chicago Stock
Exchange
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D = NASDAQ OMX
PHLX

 

E = NYSE Arca
 

F = NASDAQ OMX
BX, Inc.

 

G = National Stock
Exchange

 

H = BATS Exchange,
Inc.

 

I = International
Securities Exchange

 

J = C2 Options
Exchange

 

K = Chicago Board
Options Exchange

 

L = London Stock
Exchange

 

M =Toronto Stock
Exchange

 

N = Montreal Stock
Exchange

 

O =TSX Venture
Exchange

 

P = Direct Edge
(EDGA Exchange)

 

Q=FINRA ADF
 

R = NASDAQ OMX/
NASDAQ OMX
Options Market

 

S = Over-the-
Counter

 

T = Tokyo Stock
Exchange

 

U = BOX Options
Exchange, LLC

 

V = Direct Edge
(EDGX Exchange)

 

W = CBSX (CBOE
Stock Exchange)

 

X = NASDAQ OMX
PSX

 

Y = BATS Y-
Exchange, Inc.

 

Z = Other
 

80 80 1

BROKER/DEALER
CODE Indicate if
trade was done for
another Broker/
Dealer. Values: 0 =
No; 1 = Yes

A-R — X B
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1 1 1

RECORD
SEQUENCE
NUMBER TWO
Value: 2

A — X —

 

2 2 1
SOLICITED CODE
Values: 0 = No; 1 =
Yes

A-R — X B

 

3 4 2

STATE CODE
Standard Postal
two character
identification.

A-R — X(2) B

 

5 14 10

ZIP CODE/
COUNTRY CODE
Zip Code—five or
nine character (zip
plus four) Country
code—for future use.

A-R LJ X(10) B

 

15 22 8

BRANCH OFFICE/
REGISTERED
REPRESENTATIVE
NUMBER Each
treated as a four-
character field. Both
are left justified.

A-R LJ X(8) B

 

23 28 6
DATE ACCOUNT
OPENED Format is
YYMMDD

A-R — X(6) B

 

29 48 20

SHORT NAME
FIELD Contains last
name followed by
comma (or space)
then as much of first
name as will fit.

A LJ X(20) B

 

49 78 30 EMPLOYER NAME A LJ X(30) B
 

79 79 1
TIN 1 INDICATOR
Values: 1 = SS#; 2 =
TIN

A-R — X B

 

80 80 1
TIN 2 INDICATOR
Values: 1 = SS#; 2 =
TIN—for future use.

A — X B

 

1 1 1

RECORD
SEQUENCE
NUMBER THREE
Value: 3

A — X —

 

2 10 9

TIN ONE Taxpayer
Identification Number
Social Security or
Tax ID Number.

A-R LJ X(9) B

 

11 19 9

TIN TWO Taxpayer
Identification Number
#2 Reserved for
future use.

A LJ X(9) B
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20 20 1 NUMBER OF N&A
LINES A — X B

 

21 50 30
NAME AND
ADDRESS LINE
ONE

A-R LJ X(30) B

 

51 80 30
NAME AND
ADDRESS LINE
TWO

A-R LJ X(30) B

 

1 1 1
RECORD
SEQUENCE
NUMBER FOUR

A — X —

 

Value: 4
 

2 31 30
NAME AND
ADDRESS LINE
THREE

A-R LJ X(30) B

 

32 61 30
NAME AND
ADDRESS LINE
FOUR

A-R LJ X(30) B

 

62 62 1

TRANSACTION
TYPE IDENTIFIERS
See Attachment B for
current codes.

A-R — X B

 

63 80 18 ACCOUNT NUMBER
Account number A-R LJ X(18) B

 

1 1 1

RECORD
SEQUENCE
NUMBER FIVE
Value: 5

A — X(1) —

 

2 31 30
NAME AND
ADDRESS LINE
FIVE

A-R LJ X(30) B

 

32 61 30 NAME AND
ADDRESS LINE SIX A-R LJ X(30) B

 

62 65 4

PRIME BROKER
Clearing number of
the account's prime
broker.

A-R LJ X(4) B

 

66 66 1

AVERAGE PRICE
ACCOUNT 1 =
recipient of average
price transaction.
2 = average price
account itself.

N-R — 9(1) Z

 

67 71 5

DEPOSITORY
INSTITUTION
IDENTIFIER
Identifying number
assigned to the
account by the
depository institution.

A-R LJ X(5) B

 

72 77 6
Order Execution
Time HHMMSS -
Time format will be in

A-R LJ — —
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Eastern Time and 24
hour format.

 

78 80 3 FILLER A — X B
 

1 1 1

RECORD
SEQUENCE
NUMBER SIX Value:
6

A — —

 

2 9 8

DERIVATIVE
SYMBOL The
symbol assigned to
the derivative

A-R LJ

—

B

 

10 15 6

EXPIRATION DATE
The date the option
expires. Format is
YYMMDD

A-R — — B

 

16 16 1
CALL/PUT
INDICATOR C =
Call, P = Put

A-R — — B

 

17 24 8
STRIKE DOLLAR
The dollar amount of
the strike price

N-R RJ — Z

 

25 30 6
STRIKE DECIMAL
The decimal amount
of the strike price

N-R RJ — Z

 

31 80 50 FILLER A LJ — B
 

1 1 1

RECORD
SEQUENCE
NUMBER SEVEN
Value: 7

A — —

 

2 14 13 Large Trader
Identification 1 A-R LJ — Z

 

15 27 13 Large Trader
Identification 2 A-R LJ — Z

 

28 40 13 Large Trader
Identification 3 A-R LJ — Z

 

41 41 1
Large Trader
Identification
Qualifier

A-R LJ — Z

 

42 49 8

Primary Party
Identifier Identity of
the party to the trade
that is represented
by the Submitting
Broker of an EBS.
Acceptable values
include MPID, CRD
or OCC Clearing
Number.

A-R LJ — B

 

50 57 8

Contra Party
Identifier Identity
of the contra party
to the trade that is
represented by the

A-R LJ — B
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Opposing Broker of
an EBS. Acceptable
values include
MPID, CRD or OCC
Clearing Number.

 

58 80 23 FILLER A LJ — B
 

1 1 1

TRAILER RECORD
DATE One record
per submission. Must
be the last record on
the file. Value: High
Values or “9”

A — X —

 

2 17 16

TOTAL
TRANSACTIONS
The total number
of transactions.
This total excludes
Header and Trailer
Records.

N RJ 9(16) B

 

18 33 16

TOTAL RECORDS
ON FILE The total
number of 80 byte
records. This total
includes Header
and Trailer Records,
but not the Datatrak
Header Record (i.e.,
it does not include
the first record on the
file).

N RJ 9(16) Z

 

34 80 47 FILLER A — X(47) B
 

Field Format A =
Alphanumeric (all
caps) N = Numeric
P = Packed B =
Binary R = Validation
Required

Default
Values B =
Blanks Z=
Zero

Justify
RJ = Right
Justification
of Data
LJ = Left
Justification
of Data

 

Attachment B Record Layout for Submission of Trading Information
 

Transaction Type Security Type
 

Equity *  Options
 

Non-Program Trading, Agency A C
 

Non-Index Arbitrage, Program Trading, Proprietary C
 

Index Arbitrage, Program Trading, Proprietary D
 

Index Arbitrage, Program Trading, Individual Investor J
 

Non-Index Arbitrage, Program Trading, Individual Investor K
 

Non-Program Trading, Proprietary P F
 

Non-Program Trading, Individual Investor I
 

Non-Index Arbitrage, Program Trading, Agency Y
 

Index Arbitrage, Program Trading, Agency U
 

Designated Market Makers S S
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Market-Maker M
 

Non-Member Market-Maker/Specialist Account N
 

Stock Specialist — Assignment Y
 

Customer Range Account of a Broker/Dealer B
 

Registered Trader G
 

Error Trade Q
 

Amex Option Specialist/Market Maker Trading Paired Security V
 

Registered Trader Market Maker Transaction Regardless of the Clearing
Number P
 

Transactions cleared for a NASDAQ market maker that is affiliated w/ the
clearing member that resulted from telephone access to the specialist. Amex
Only.

3

 

Transactions cleared for a member's NASDAQ market maker that is not
affiliated with the clearing member that resulted from telephone access to the
specialist. Amex Only.

4

 

Transactions cleared for a non-member NASDAQ market maker that is not
affiliated with the clearing member that resulted from telephone access to the
specialist. Amex Only.

5

 

Voluntary Professional W
 

*  Equity securities include those securities that trade like equities (e.g., ETFs and structured products).
*  Equity securities include those securities that trade like equities (e.g., ETFs and structured products).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  The ISG interested members include the following exchanges and self-regulatory organizations (SROs):
BATS Exchange, Inc., BATS Y-Exchange, Inc., Chicago Board Options Exchange, Incorporated
(CBOE), C2 Options Exchange, Incorporated (C2), CBOE Stock Exchange, LLC (CBSX), Chicago Stock
Exchange, Inc., EDGA Exchange, Inc., EDGX Exchange, Inc., Financial Industry Regulatory Association
(FINRA), International Securities Exchange, LLC, The NASDAQ Stock Market LLC, NASDAQ OMX BX,
Inc., NASDAQ OMX PHLX LLC, National Stock Exchange, Inc., NYSE, NYSE MKT, and NYSE Arca,
Inc.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 12-26

Click to open document in a browser

October 25, 2012

  

 TO: NYSE MKT EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

FROM: NYSE REGULATION

SUBJECT: NUVEEN LONG/SHORT COMMODITY TOTAL RETURN FUND

The Securities

As more fully described in the Registration Statement (No. 333-174764), the securities (the “Securities”) are
common equity securities of the Nuveen Long/Short Commodity Total Return Fund (the “Fund”). The Fund
is managed by Nuveen Commodities Asset Management, LLC (the “Manager”). The Fund will be actively
managed and will seek to outperform its benchmark, the Morningstar® Long/Short CommoditySM Index (the
“Index”). In pursuing its investment objective, the Fund will invest directly in a diverse portfolio of exchange-
traded commodity futures contracts that represent the main commodity sectors and are among the most
actively traded futures contracts in the global commodity markets. Generally, individual commodity futures
positions may be either long or short (or flat in the case of energy futures contracts) depending upon market
conditions. The Fund also will employ a commodity option writing strategy that seeks to produce option
premiums for the purpose of enhancing the Fund's risk-adjusted total return over time. Option premiums
generated by this strategy may also enable the Fund to more efficiently implement its distribution policy.

While the SEC has jurisdiction over the sale of the Securities and ongoing disclosure obligations on the
part of the Fund, the SEC does not have any jurisdiction over the trading of commodities or futures on
commodities or options on futures on commodities, all of which are under the jurisdiction of the CFTC.

The Fund is subject to various fees and expenses described in the Registration Statement.

Under the Fund's intended operational procedures, the Fund's net asset value (“NAV”) will be calculated
after the close of the Exchange (normally 4:00 p.m. E.T.), on each day that the Exchange is open. Daily
returns for the Index (i.e., percentage change from the previous day) are posted on the Morningstar website
by 8.00 a.m. ET on the following business day. The Index value is disseminated through Bloomberg and
other market data vendors every 15 seconds from 9:30 AM to 5:15 PM Eastern Standard Time. The Index
construction rules and other information about the Index can be found on Morningstar's website at http://
indexes.morningstar.com, which is publicly available at no charge. The Fund's monthly account statement
and the Fund's total portfolio composition and the composition of the collateral portfolio will be disclosed on
its website at http://www.nuveen.com/ctfipo on each business day that the Exchange is open for trading. This
website disclosure of portfolio holdings and the Fund's NAV (as of the previous day's close) will be made
daily. There is no regulated source of last sale information regarding physical commodities.

Information about the Fund is available on the Fund's website (www.nuveen.com/ctfipo).

Investment Risks

Investing in the Securities involves significant risks. An investment in the Fund's Securities is subject to
investment risk, including the possible loss of the entire amount that you invest. Investments in commodity
futures contracts and options on commodity futures contracts have a high degree of price variability and are
subject to rapid and substantial price changes. The net asset value of each share will change as fluctuations
occur in the market value of the Fund's portfolio. Investors should be aware that the public trading price of
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a share may be different from the net asset value of a share and that shares may trade at a discount from
their net asset value (which could be significant). If the Fund experiences greater losses than gains during
the period an investor holds shares, that investor will experience a loss for the period even if the Fund's
historical performance is positive. The Fund's risk-adjusted returns over any particular period may be positive
or negative. The Fund's long/short commodity investment program is not designed to provide the return of
any single commodity or to replicate the performance of long-only commodity market benchmarks. In any
given period, the net asset value returns of the Fund may differ substantially from any single commodity or
long-only commodity market benchmarks.

Additional risks are described in the Registration Statement for the Securities.

Prospectus Delivery

Member organizations are required to deliver a prospectus to investors purchasing the Securities prior to or
concurrently with the confirmation of a transaction during the initial public offering.

Suitability Considerations

The Exchange notes that, pursuant to Rule 405 — NYSE MKT Equities, member organizations are required
in connection with recommending transactions in the Securities to have a reasonable basis to believe that
a customer is suitable for the particular investment given reasonable inquiry concerning the customer's
investment objectives, financial situation, needs, and any other information known by such member.

Trading Rules

The Securities will be equity securities subject to NYSE MKT Rules governing the trading of equity securities,
including, among others, rules governing priority, parity and precedence of orders, Designated Market Makers
(“DMM”) responsibilities and account opening and customer suitability (Rule 405—NYSE MKT Equities).
Initial equity margin requirements of 50% will apply to transactions in the Securities. Securities will trade
on the Exchange between 9.30 a.m. and 4.00 p.m. ET each business day and will trade in the minimum
price variants established under Rule 62—NYSE MKT Equities. Trading rules pertaining to odd-lot trading in
NYSE MKT equities (Rule 124—NYSE MKT Equities) will also be applicable. Rule 15A—NYSE MKT Equities
complies with Rule 611 of Regulation NMS, which requires among other things, that the Exchange adopt and
enforce written policies and procedures that are reasonably designed to prevent trade-throughs of protected
quotations. The trading of the Securities will be subject to certain conflict of interest provisions set forth in
NYSE MKT Equities Rules 1603 and 1604.

Rule 1603—NYSE MKT Equities provides that, if a DMM unit is operating under Rule 98 (Former) - NYSE
MKT Equities, Rule 105(b) (Former) - NYSE MKT Equities and Section (m) of the Guidelines thereunder
shall be deemed to prohibit a DMM, his or her member organization, other member, or approved person
of such member organization or employee or officer thereof from acting as a market maker or functioning
in any capacity involving market-marking responsibilities in an underlying asset or commodity, related
futures or options on futures, or any related derivative. If an approved person of a DMM unit is entitled to an
exemption from Rule 105(b) (Former) under Rule 98 (Former), such approved person may act in a market
making capacity, other than as a specialist in Trust Units on another market center, in the underlying asset or
commodity, related futures or options on futures, or any other related derivatives. NYSE MKT Equities Rule
1603 provides that, if a DMM unit is operating under Rule 98 - NYSE MKT Equities, Rule 105(b) - NYSE MKT
Equities and section (m) of the Guidelines thereunder shall be deemed to prohibit the DMM unit or officer
or employee thereof from acting as a market maker or functioning in any capacity involving market-marking
responsibilities in an underlying asset or commodity, related futures or options on futures, or any other related
derivatives.

Rule 1604—MKT Equities provides that DMMs handling the Securities must maintain in a readily accessible
place and provide to the Exchange upon request, and keep current a list identifying all accounts for trading
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the underlying physical assets or commodities, related futures or options on futures, or any other related
derivatives, which the DMM may have or over which it may exercise investment discretion.

Staff Contact

Questions regarding the Securities may be directed to: John Carey, Vice President - Legal, NYSE Regulation,
Inc., 212-656-5640.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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October 9, 2012

   TO: ALL NYSE AND NYSE MKT EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ACCOUNT TYPE INDICATORS: REVISED LIST EFFECTIVE OCTOBER 15, 2012

I. Overview

The New York Stock Exchange LLC (“NYSE”) and NYSE MKT LLC (“NYSE MKT”, together with NYSE, the
“Exchange”) will be eliminating certain equities Account Type Indicators (“ATI”) that are obsolete.

Member organizations will no longer be required to use the eliminated ATIs beginning on October 15, 2012.
The last trade date that member organizations may use the eliminated ATIs is Friday, February 1, 2013.
After February 1, 2013, member organizations must cease using the eliminated ATIs and must use the ATIs
in Attachment A.

A chart with the ATIs and related definitions that will be effective beginning on October 15, 2012 is attached
as Attachment A and attached as Attachment B are the Exchange's updated Order Capacity Codes.

II. Background

Exchange Rule 132.30(9) requires that all orders submitted to the Exchange include specified trade data
elements, including “[w]hether the account for which the order was executed was that of a member or
member organization or of a non-member or non-member organization.” Through the years, the Exchange

has published guidance regarding which ATIs can be used to satisfy this requirement. 1   The most
recent and governing guidance on ATIs is set forth in Information Memos 02-59 (Dec. 17, 2002), which
includes a list of all ATIs and definitions applicable thereto, and 09-31 (June 24, 2009), which describes the
decommissioning of the Daily Program Trading Report and updates how the J and K ATIs must be used.

III. Updated ATIs

The Exchange has reviewed the existing ATIs, and because of significant technological and regulatory
changes, has determined that several categories of ATIs no longer serve their original, primarily regulatory,
purpose. The Exchange believes that eliminating these ATIs, and related definitions, will both simplify the
reporting obligations of member obligations and re-focus the audit trail information in a manner that will
be more useful to NYSE Regulation and FINRA. The Exchange therefore will be eliminating the following
categories of ATIs:

• Competing Market Maker ATIs (L, O, R, T, X, and Z)
• Short Exempt ATIs (B, E, F, H, L, X, and Z)
• Agent for Other Member or Member Organization ATIs (F, M, N, T, W, and X)

Going forward, the Exchange will maintain the following program trading-related ATIs: C, D, J, K, U, and Y,
unchanged. The Exchange will also maintain the following principal/agency ATIs: A, I, and P. Finally, the
Exchange will maintain the Q ATI for Floor-based proprietary error trades.

The following provides guidance of how to mark an order as P or A:

• Entering orders into Exchange trading systems on behalf of an unaffiliated member organization or
non-member organization customer: A (Floor brokers that receive orders in such a manner that the
account type indicator cannot be changed are exempt from this requirement).
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• Entering orders into Exchange trading systems for the member or member organization's own
account, the account of an associated person, or an account with respect to which the member,
member organization, or an associated person thereof exercises investment discretion: P

IV. OATS Reporting

In certain instances, the information that member firms must report to the Order Audit Trail System (“OATS”),
as required the 7400 series of Exchange Rules, may appear inconsistent with the ATIs member organizations
must report pursuant to Exchange Rule 132 and this Information Memo. A clarifying guide to these instances
is outlined in Attachment C.

V. Staff Contacts

Operational questions regarding ATIs may be addressed to the following:

• Bob Airo, Senior Vice President, NYSE Operations, 212.656.5663

Questions regarding the NYSE and NYSE Amex Equities Rules and ATI requirements cited in this notice may
be addressed to:

• Clare Saperstein, Vice President, NYSE Regulation, Inc., 212.656.2355; or
• David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166.

Attachments

Attachment A: Account Type Indicator Definitions

Attachment B: Order Capacity

Attachment C: Guide to Certain OATS Reporting Issues

ATTACHMENT A: Account Type Indicator Definitions

Program Trade
Index Arbitrage

Program Trade
Non-Index
Arbitrage

All Other Orders

 

Account of a member or member
organization, associated person,
or account over which exercise
investment discretion

D C P

 

Member's Proprietary Error Trade Q
 

Individual Account J K I
 

Other Agency Account U Y A
 

DEFINITIONS

Member's Proprietary Error Trade: a Member's proprietary order entered as a result of a Floor-based error,
which includes orders that establish or liquidate a position within a Member's Floor error account. Exchange
Rule 134

Index Arbitrage: a trading strategy in which pricing is based on discrepancies between a “basket” or group
of stocks and the derivative index product (i.e. a basis trade) involving the purchase or sale of a “basket”
or group of stocks in conjunction with the purchase or sale, or intended purchase or sale, of one or more
derivative index products in an attempt to profit by the price difference between the “basket” or group of
stocks and the derivative index products. While the purchase or sale of the stocks must be in conjunction with
the purchase or sale of derivative index products, the transaction need not be executed contemporaneously
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to be considered index arbitrage. The term “derivative index products” refers to cash-settled options or futures
contracts on index stock groups, and options on any such futures contracts. Exchange Rule 7410(g)

Program Trade: (a) index arbitrage or (b) any trading strategy involving the related purchase or sale of a
“basket” or group of 15 or more stocks. Program trading includes the purchases or sales of stocks that
are part of a coordinated trading strategy, even if the purchases or sales are neither entered nor executed
contemporaneously, nor part of a trading strategy involving options or futures contracts on an index stock
group, or options on any such futures contracts, or otherwise relating to a stock market index. Exchange Rule
7410(m)

Individual Account: an account covered by §11(a)(1)(E) of the Securities Exchange Act of 1934,which
includes “any transaction for the account of a natural person, the estate of a natural person, or a trust created
by a natural person for himself or another natural person.”

Other Agency Account: an order for the account of any other unaffiliated person, which may include
unaffiliated member organizations, unaffiliated non-member organization broker-dealer customers, and
customers.

ATTACHMENT B: Order Capacity
 

Field Values
 

Order Capacity Codes Represents the Account Type, which reflects the type of
trade as well as the relationship between the beneficial
owner of the account and the member organization
clearing the trade.
Valid Values:
 

A = Not a member/member organization and not an
individual investor.

C = Program Trade, non-index arbitrage for the
proprietary account of a member/member
organization or an affiliate of the member/
member organization.

D = Program trade, index arbitrage for the proprietary
account of a member/member organization or an
affiliate of the member/member organization.

I = Individual investor, not a discretionary or
managed account.

J = Program trade, index arbitrage for the account of
an individual investor.

K = Program trade, non-index arbitrage for the
account of an individual investor.

P = Non-Program trading for the proprietary account
of a member/member organization or an affiliate
of the member/member organization.

Q = Proprietary trade by a member on the Floor
relating to the member's own error. All trades to
establish or liquidate positions in the member's
error account must be identified with this account
type.

U = Program trade, index arbitrage and agency.
Y = Program trade, non-index arbitrage and agency.

 

ATTACHMENT C: Guide to Certain OATS Reporting Issues
 

Order Routing Sequence OATS
Account Type

Indicator
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Member Firm routing to
NYSE their own interest

Account Type Code: “O”, “P”, or “X”
and Order Originating Code: “F” ATI: “P”, etc.

 

Member Firm acting as agent on
behalf its own a customer (not a BD)

Order Origination Code: “F” and
Account Type Code: “I”, “A”, “C”,

“E” or “R” (R will be retired on
July 9, 2012 and will no longer
be an allowable value in OATs) ATI: “A”, etc.

 

Member Firm acting as agent for the
customer of another Broker/Dealer

Account Type Code: “I”, “A”, “C”, “E” or
“R” and Order Originating Code: “W” ATI: “A”, etc.

 

Member Firm acting as agent
for the proprietary account
of another Broker/Dealer

Account Type Code: “O” or” “P”
and Order Originating Code : “W”

ATI: “A”, etc.
 

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Information Memos 85-37 (Nov. 12, 1985), 88-29 (Oct. 19, 1988) (adding the C, D, I, J, K, U, and
Y ATIs to provide more precise definitions for principal/agency trades and to reflect the new program
trading requirements), 92-34 (Nov. 13, 1992) (adding the N and W ATIs for when acting as an agent for
another member or member organization), 96-36 (Dec. 5, 1996) (adding the B, E, F, H, L, O, R, T, X,
and Z ATIs for short exempt trades and competing market-maker trades), and 02-59 (Dec. 17, 2002)
(adding the Q ATI for Floor-based proprietary error trades).
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September 28, 2012

   TO: ALL NYSE AND NYSE MKT EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: New Rule 80B Circuit Breaker Levels for Fourth Quarter 2012

EFFECTIVE October 1, 2012 through December 31, 2012

Rule 80B trading halts will be triggered when the Dow Jones Industrial Average (“DJIA”) declines below its
closing value on the previous trading day by:

1,350 points (Level 1)

2,700 points (Level 2)

4,050 points (Level 3)

NYSE and NYSE Amex Equities Rule 80B

Whenever a Rule 80B circuit breaker is in effect, trading in all stocks on NYSE and NYSE Amex Equities will
halt for the time periods specified below.

Level 1 Halt

• anytime before 2:00 p.m. - one hour;
• at or after 2:00 p.m. but before 2:30 p.m. - 30 minutes;
• at or after 2:30 p.m. - trading shall continue, unless there is a Level 2 Halt.

Level 2 Halt

• anytime before 1:00 p.m. - two hours;
• at or after 1:00 p.m. but before 2:00 p.m. - one hour;
• at or after 2:00 p.m. - trading shall halt and not resume for the rest of the day.

Level 3 Halt

• at any time - trading shall halt and not resume for the rest of the day.

A complete discussion of the calculation of trigger values for Rule 80B was published in NYSE Information
Memo No. 98-15, dated April 13, 1998, available at ttp://www.nyse.com/nysenotices/nyse/information-
memos/pdf?memo_id=98-15.

Questions concerning this Information Memo should be directed to Patricia Bergholc, FINRA Market
Regulation, at (917) 281-3054, or David De Gregorio, NYSE Regulation, at (212) 656-4166.

NYSE and NYSE Amex Equities Rule 80B Effective through 12/31/12
Point Decline in DJIA:

Level 1 Before 2:00 p.m. At or After 2:00 p.m.
but Before 2:30 p.m.

At or After 2:30 p.m.

       

1,350 1 hour 30 minutes No halt unless
reach Level 2

* * * * * * * * * *
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Level 2 Before 1:00 p.m. At or After 1:00 p.m.
but Before 2:00 p.m.

At or After 2:00 p.m.

       

2,700 2 hours 1 hour Halt, and not resume
* * * * * * * * * *

Level 3
 

4,050 At any time: halt and not resume

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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October 1, 2012

   TO: ALL NYSE AND NYSE MKT EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: SRO HOSTED CONSOLIDATED AUDIT TRAIL INDUSTRY EVENT

OCTOBER 15 AND 16, 2012 BAYARD'S, 1 HANOVER SQUARE, NEW YORK, NY 10004

The national securities exchanges and FINRA (collectively the “SROs”) together are hosting an industry event
to discuss SEC Rule 613 requiring the creation of a Consolidated Audit Trail (CAT). This event is being held
in New York City and is open to all industry and other interested participants. Please note that the event is
closed to the media.

During this event, the SROs will provide an overview of Rule 613 and the steps the SROs are taking
to develop an NMS Plan as required in Rule 613. This event will also include an open Q & A and
feedback session so that industry participants may ask questions of the SROs and share feedback on key
implementation issues. To ensure there is adequate space available, two identical sessions are being held
and we ask that you please select only one session so that we may accommodate all interested parties.
The first session will be on October 15, 2012 from 2:00 p.m. to 4:00 p.m. A second session will be held
on October 16, 2012 from 10:00 a.m. to 12:00 p.m. Both sessions are being held at Bayard's, 1 Hanover
Square, New York, NY 10004.

To accommodate interested parties that cannot attend in person, a listen only dial-in number is also being
provided. Please note that we will not be able to entertain questions from dial-in participants during the event.
At the conclusion of the event, presentation materials will be posted on the catnmsplan.com website.

Participants are encouraged to send questions to the SROs in advance of the event so that we can provide
as much information as possible during the event. Please submit questions that you would like addressed to
feedback@catnmsplan.com.

Advance registration for this event is required.

To register, click on this link, http://qa.catnmsplan.com/upcoming/P179405

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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September 18, 2012

   TO: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, CHIEF OPERATIONS OFFICER,
OPERATIONS PARTNER AND LEGAL AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: QUARTERLY EXPIRATION DAY - September 21, 2012

I. Purpose

Friday, September 21, 2012, will be a quarterly Expiration Day for stock and index options and futures
products whose settlement pricing is based upon New York Stock Exchange LLC (“NYSE”) and NYSE MKT
LLC (“NYSE MKT”) (collectively, the “Exchanges”) opening or closing prices on that day. This Information
Memorandum reminds members and member organizations of certain NYSE and NYSE MKT rules and
policies regarding opening imbalance publications, entry and cancellation of market-on-close/limit-on-close
(“MOC/LOC”) and closing offset (“CO”) orders, publication of on-the-close imbalances, and printing the
closing transaction.

II. Expiration Day Opening Imbalance Publication

Members and member organizations are reminded that the regular pre-opening procedures outlined in
Rules 15 (Pre-Opening Indications) and 123D (Openings and Halts in Trading) apply on the September 21
Expiration Day. Accordingly, Designated Market Makers (“DMMs”) should publish indications as promptly
as practicable and are reminded of their additional obligations under Rule 123D to publish one or more
indications, under the supervision of a Floor Official, in situations where the opening price would be affected
by an imbalance of market and limit buy and sell orders in a security.

In the event that one or both of the Exchanges invokes its exemptive powers under Rule 48 (Exemptive
Relief - Extreme Market Volatility Condition), the terms of that rule would govern the obligation to publish pre-
opening indications.

III. Rules and Policies Relating to the Close

A. MOC/LOC and CO Order Entry and Cancellation

Members and member organizations are reminded that the provisions of Rule 123C (Closing Procedures)
apply to the Close on the September 21 Expiration Day. While the Exchanges expect systems to operate
normally on September 21, in the unlikely event of a systems interruption leading into or at the Close, the
Closing Procedures set out in Rule 123C would operate as if the Exchanges had declared a regulatory halt in
one or more securities.

In the event that one or both of the Exchanges invoke its exemptive powers under Rule 123C(9) (Closing
Procedures - Extreme Order Imbalances at or Near the Close), the terms of that rule would govern the
handling of orders at the Close. See Section III. D, below.

In connection with the entry of MOC/LOC and CO orders, members should pay particular attention to the
following:

• A “published imbalance” is an imbalance that has been disseminated to the Tape. An imbalance
announced verbally or physically posted at the panel is not considered to be a published imbalance.
See Section III. B, below. The Exchanges' Order Imbalance Information product, a data feed of

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

34

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P12-22%299a0f81a27b661000a85e00237de5959c03?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


real-time order imbalances that accumulate prior to the opening and the closing of trading on the
Exchanges, does not constitute a “published imbalance.”

• Brokers and traders are reminded that, while they should enter orders as early in the day as
possible, all MOC/LOC orders (unless entered to offset a published imbalance) must be entered
electronically by 3:45 p.m. Entering MOC/LOC orders early provides DMMs with the opportunity
to more quickly identify and disseminate potential order imbalances that might exist at the Close.
This, in turn, enables brokers and traders to more effectively identify potential offsetting customer
interest that could mitigate any imbalance. MOC/LOC and CO orders entered prior to 3:45 p.m. may
be canceled or reduced prior to that time for any reason.

• After 3:45 p.m. Exchange systems will accept only MOC/LOC orders that offset a published
imbalance and CO orders may be entered in any amount on either side of the market.

• Between 3:45 p.m. and 3:58 p.m., MOC/LOC and CO orders may be canceled or reduced in size

only to correct a legitimate error. 1   This also applies to instances where cancel/replace functionality
is used.

• FINRA will continue to closely monitor the cancellation of MOC/LOC and CO orders.
• After 3:58 p.m., MOC/LOC and CO orders may not be cancelled or reduced in size for any reason

except in accordance with Rule 123C(9). See Section III. D, below.
• In the event of a trading halt effective at 3:45 p.m. or later, MOC/LOC orders may be entered only to

offset a published imbalance. CO orders, however, may be entered in any amount on either side of
the market. See Rule 123C(2)(c).

B. Imbalance Publications 2 

Rule 123C(5) provides for the publication of order imbalances as described below. In addition, members
and member organizations may refer to the attached quick-reference page for a summary of the times and
requirements for imbalance publications. DMMs are reminded that erroneous imbalance publications must be
corrected as soon as practicable.

1. Informational Imbalance Publications between 3:00 p.m. and 3:45 p.m.

Between 3:00 p.m. and 3:45 p.m., DMMs are encouraged to issue Informational Imbalance Publications
of any size if they believe that there could be significant price dislocation at the Close. These publications
are informational only and do not limit MOC/LOC or CO order entry or cancellation before 3:45 p.m. DMMs
who wish to issue an Informational Imbalance Publication must obtain prior approval from a Floor Official
or qualified Exchange employee (see Rule 46.10) prior to issuance. Floor Official approvals to issue
Informational Imbalance Publications must be recorded in the Floor Official Request Tracking Engine
(“FORTÉ”). Members must state the proposed imbalance information and note any other relevant information
(e.g., average daily trading volume (“ADTV”), size, or degree of impact) in connection with the request.

2. Mandatory MOC/LOC Imbalance Publications at 3:45 p.m.

As soon as practicable after 3:45 p.m., any MOC/LOC imbalance of 50,000 shares or more for NYSE-listed
securities, and 25,000 shares or more for NYSE MKT-listed securities, will be published by the Exchange.
Other significant imbalances of lesser size (i.e., less than 50,000/25,000 shares but significant relative to
the ADTV of a particular security) may be published by the DMM with Floor Official or qualified Exchange
employee approval. As with Informational Imbalance Publications, Floor Official approvals to issue certain
Mandatory MOC/LOC Imbalance Publications must be recorded in FORTÉ and members should state the
proposed imbalance information and note any other relevant information (e.g., ADTV, size, or degree of
impact) in connection with the request.

In addition, any Informational Imbalance Publication issued prior to 3:45 p.m. must be updated. An imbalance
of 50,000 shares (NYSE)/25,000 shares (NYSE MKT), or more will be published. If there is an imbalance of
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any lesser size that is significant relative to the ADTV of the stock, it may be published by the DMM with Floor
Official or qualified Exchange employee approval. If there is no such imbalance, a “no imbalance” indication
must be issued by the DMM.

3. Mandatory MOC/LOC Imbalance Publications after a Trading Halt

If a trading halt is in effect at 3:45 p.m. but is lifted prior to the Close, any MOC/LOC imbalance of 50,000
shares (NYSE)/25,000 shares (NYSE MKT), or more will be published by the DMM as soon as possible after
the resumption of trading. Additionally, any imbalance of lesser size if significant relative to the ADTV may
be published by the DMM as soon as possible after trading reopens, subject to prior Floor Official or qualified
Exchange employee approval. If the trading halt is not lifted before the Close, there will not be any imbalance
publications.

4. Exchange Publication of Order Imbalance Information

In addition to the Informational Imbalance and Mandatory MOC/LOC Imbalance Publications described
above, the Exchanges also make available real-time Order Imbalance Information prior to the Close in
accordance with Rule 123C(6). These publications take place approximately every five (5) seconds between
3:45 p.m. and 4:00 p.m. The Order Imbalance Information publications use a reference price in order to
indicate how many shares would be needed to close the security at that price, including MOC, marketable
LOC and CO orders. (For more information on how the reference price is determined, see Rule 123C(6)(a)
(iii)). Beginning at 3:55 p.m., the Order Imbalance Information publications also include stop orders, d-Quotes

and all other e-Quotes containing pegging instructions eligible to participate in the closing transaction. 3 

As noted above, Order Imbalance Information publications are solely for informational purposes and off-
setting MOC/LOC interest must not be submitted in response to Order Imbalance Information publications.
Off-setting MOC/LOC interest may be submitted only as described in this memo in response to a Mandatory
MOC/LOC Imbalance Publication issued at 3:45 p.m. or after a trading halt in accordance with Rule 123C(2).

C. Printing the Closing Transaction

1. Rules 116.40 and 123C(8)

DMMs are reminded that the closing transaction must be printed consistent with Rules 116.40 and 123C(8)

and must accurately reflect both the closing price and closing volume when printing the closing transaction. 4

   Additionally, DMMs are reminded of their obligation to maintain a fair and orderly market pursuant to Rule
104.

2. Verbal Interest and e-Quotes at the Close

DMMs should take all interest, including verbal, e-Quoted and Display Book interest, into account when
formulating the Close. Depending on whether it is marketable or not, verbal interest may be handled
differently than e-Quoted interest at the Close. Marketable verbal interest is included with all market and MOC
interest at the Close, while limited verbal interest and e-Quotes are on parity with limit orders. DMMs are
reminded that verbal interest from a Floor broker should be handled one of two ways: entered into GTM by
NYSE Floor Operations staff or into the crowd field of the Closing template by the DMM.

Pursuant to Rule 342, members and member organizations must ensure that they have adequate written
policies, procedures and controls in place to detect, deter and prevent conduct inconsistent with the guidance
set forth above. Any member who believes that the above procedures have not been adhered to should
report their concern to the FINRA On-Floor Surveillance Unit.

3. Orders to Offset MOC/LOC Imbalances at the Close to Mitigate Price Disparity
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Rule 902 (Off Hours Trading Orders) provides for entry of orders after the Close. Rule 902(a)(ii)(B) permits
DMMs to include in the calculation of the Close legitimate market interest that has agreed to offset all or part
of any MOC imbalance that existed prior to the Close at 4:00 p.m. The DMM's use of this offsetting interest
to minimize significant price dislocation on the Close will result in a closing-price coupled order between the
DMM and member, member organization or customer. If the member, member organization or customer
agrees, the DMM may include this interest in offsetting an imbalance when setting the closing price and
increase DMM participation in the closing print to the extent of the new contra interest. In this way the DMM
will liquidate or cover the related dealer position, and the member, member organization or customer will
acquire the position. Such closing-price coupled orders are executed at the Ramp.

It is important to note that Rule 902 may not be relied on for the entry of an order after the Close when
there is no MOC/LOC imbalance or when the imbalance would not result in significant volatility and/or price
dislocation. In addition, it cannot be used if the Close has already been printed.

D. Extreme Order Imbalances at or Near the Close

In order to avoid significant dislocation in the closing price that may result from an order entered or
represented at or near the Close, Rule 123C(9) permits the Exchanges, on a security-by-security basis,
to temporarily suspend the hours of operation under Rule 52 so that offsetting interest may be solicited
from both on-Floor and off-Floor participants and entered to reduce the size of the imbalance. Extensions
of trading under Rule 123C(9) may be designated by the Exchange for a specific time period up to 30
minutes after the scheduled close. Off-setting interest is solicited using Exchange Trader Updates as well
as messages sent directly to Floor broker hand-held devices. These Exchange-issued solicitation requests
include information regarding security symbol, the imbalance amount and side, the last sale price, and a
designated order acceptance cutoff time (generally five minutes from the issuance of the solicitation request).
Offsetting interest submitted in response to an Exchange-issued solicitation request must be a limit order
priced no worse than the last sale, irrevocable and entered no later than the order acceptance cut-off time
indicated in the solicitation request. Exchange systems will accept interest entered electronically in the named
security after 4:00 p.m. only if Rule 123C(9)(a)(1) is invoked.

Exchange systems will not verify side or price, and will not block post-4:00 p.m. cancellation of interest
submitted under this rule. Therefore, member and member organizations entering such interest are
responsible for ensuring compliance with the rule, such that the only interest that may be entered in response
to such a solicitation request is: (i) offsetting; (ii) a limit order priced no worse than the last sale price; and (iii)
not cancelled.

Rule 123C(9) also permits temporary suspension of the prohibition on the cancellation or reduction of a MOC/
LOC order after 3:58 p.m. where there is a legitimate error in such an order and the execution of the order
would cause significant price dislocation at the Close.

Only the DMM assigned to a particular affected security may request relief under Rule 123C(9). A request
for relief under Rule 123C(9) must be approved and supervised by an Executive Floor Governor or qualified
NYSE Euronext employee and supervised by a qualified Exchange officer, as defined in Rule 48(d). All Rule
123C(9)-related approvals must be recorded in FORTÉ.

Failure to comply with these requirements for entering interest in response to a solicitation request is a
violation of Exchange rules and may result in disciplinary action. See Information Memoranda 09-20 (May 5,
2009) and 10-52 (December 22, 2010).

IV. Adequacy of Operations and Supervisory Staff

All members and member organizations, including DMMs, should ensure that both operational and
supervisory staffing on and around the September 21 Expiration Day will be sufficient to monitor and process
all orders, regardless of the form in which they are received, as well as to handle the anticipated increased
workload. All members and member organizations should also review their systems to ensure that they have
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adequate capacity to handle the expected increase in volume. For example, DMM firms should review their
DMM Unit algorithm to ensure that they meet their obligations to maintain a fair and orderly market. DMMs
are reminded to seek the advice of a Floor Official regarding any unusual situations as quickly as possible.

V. Supervision

A. Review of Policies and Procedures

In view of increased automated order delivery, e-Quoting and automatic execution, members and member
organizations should carefully review their procedures as well as their supervisory systems for handling
orders in connection with the September 21 Expiration Day. Specifically, members and member organizations
should review their practices for handling orders at or near the Close. Reviews should include both manual
orders and those handled systemically, such as orders that are handled by a computer algorithm. In addition,
members and member organizations should take all necessary steps to ensure that the relevant trading
and back-office staffs are familiar with firm procedures for handling orders at or near the Close. Members
and member organizations should also be mindful of the guidance issued in Information Memo 09-22 (May
28, 2009) (attached) regarding procedures for escalating and addressing inquiries arising from real-time
regulatory or trading issues.

In addition, members and member organizations are reminded of their obligation to have adequate systems
and controls relating to the use of firm systems by correspondents or others. Please consult Information
Memo 11-13 (May 16, 2011) (attached) for more information.

B. Adequacy of Compliance Program

Members and member organizations are also reminded to ensure that they have a robust compliance
program that includes adequate written policies, procedures and supervisory controls to monitor for
compliance with Rule 123C and the guidance contained in this Information Memo. Policies and procedures
must be adequate to ensure that all procedures related to MOC/LOC orders and orders entered at or near
the Close, are appropriately followed, and to detect and deter any actions that may violate NYSE, NYSE MKT
and/or SEC rules.

C. Due Diligence Requirements

Consistent with the requirements of Rule 405, before any order with instructions to participate at the Close
is transmitted to the Floor the member or member organization accepting the order must exercise due
diligence to learn the essential facts relative to the order, including the purpose and propriety of the at-the-
close instruction. In addition, an imbalance of orders at or near the Close, caused in part by the entry of such
orders, could lead to trading being halted in the security and such orders not receiving an execution.

D. Supervision to Prevent Improperly Affecting the Close

Members and member organizations must also ensure that their activity does not have the effect of artificially
impacting the closing price. Firms should review procedures utilized in connection with orders to be executed
at or near the Close with their traders and other order-entry personnel. Firms should also review systemic
order-entry functions (e.g., algorithms or “smart servers”) for compliance with the NYSE and NYSE MKT rules
and the provisions of this Information Memorandum. Firms should also review the provisions of Information
Memo 95-28 (July 10, 1995) (attached), which discusses trading near the Close and activity that would
constitute violations of NYSE and NYSE MKT rules, as well as federal securities laws.

In that connection, members and member organizations are reminded that, where a firm has committed to
purchase from (sell to) a customer at a price that is derived from the closing price (MOC orders) while also
reserving a significant position of its hedging or covering transaction to be executed at or near the Close, they
must operate with substantial care. If the transaction is completed in a manner that does not effectively place
the firm at market risk or if the transaction does not provide an opportunity for possible contra side interest
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to develop and/or react to the activity, it would raise manipulative concerns and would operate as conduct
inconsistent with just and equitable principles of trade.

E. Compliance with Federal Securities Laws and Rules

In addition to complying with NYSE and NYSE MKT rules and policies, members and member organizations
should review all other applicable federal securities laws and regulations, including Section 9(a)(2) of the
Securities Exchange Act, Regulation SHO and Rule 10b-5, as well as the margin and capital rules. Firms
must ensure that they have written policies, procedures, and supervisory controls reasonably designed to
detect and deter potentially violative conduct.

VI. Staff Contacts

Regulatory questions relating to this Information Memo should be addressed to:

• Patricia Bergholc, Director, FINRA Market Regulation, 917.281.3054; or
• Thomas C. Bruno, Director, FINRA Market Regulation, 917.281.3081, or
• Michael Fryer, Director, FINRA Market Regulation, 917.281.3071; or
• John C. Saxton, Jr., Director, FINRA Market Regulation, 917.281.3114.

Questions regarding the NYSE and NYSE MKT Rules cited in this notice should be addressed to:

• Clare Saperstein, Vice President, NYSE Regulation, Inc., 212.656.2355; or
• David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166.

Operations questions concerning this memorandum should be addressed to:

• Paul Bauccio, Senior Vice President, Operations, 212.656.2929; or
• Dennis Pallotta, Director, Operations, 212.656.5236; or
• Sonia Rosa, Managing Director, Operations, 212.656.2899.

Questions may also be directed to the FINRA On-Floor Surveillance Unit via the White Phone or in person at
the Unit's Booth on the Floor.

NYSE/NYSE MKT Close

• MOC/LOC entry

- Must be entered by 3:45 pm, unless offsetting a published imbalance.
- Must be entered electronically.

• Cancellation of MOC/LOCs

- Can be cancelled after 3:45 pm only in cases of legitimate error.

- Cannot be cancelled after 3:58 pm, even if legitimate error. * 
• MOC/LOC Publication

- One Regulatory MOC/LOC publication at 3:45 pm, done systemically
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• Closing Offset (”CO”) Order

- Can be entered on either side of the market, at any time during the day.
- Can be used to offset any imbalance at the Close.
- Not guaranteed to participate; may participate only to offset imbalance if no other interest
is remaining to trade at the closing price on the same side of the CO order.
- Cannot swing balance to other side.
- Time priority basis with other CO orders on the same side of the market.
- Not included in the mandatory MOC/LOC imbalance publication.
- Subject to the same restrictions on cancelling as MOC/LOC orders, i.e., cannot be
cancelled after 3:58 pm, even if legitimate error *

• Order Imbalance Data feeds (Proprietary Data product) to all customers (upstairs and Floor)

- Every 5 seconds beginning at 3:45 pm
- Compiled using:

• Reference price
• MOC/LOC imbalance and the side of the market
• At 3:55 pm, d-Quotes and all other e-Quotes containing pegging instructions

eligible to participate on the Close
• MOC/LOC paired quantity at reference price
• CO orders on the opposite side
• At-price LOC interest eligible to offset the imbalance.
• Price at which closing-only interest (MOC orders, marketable LOC orders and

CO orders on the opposite side of the imbalance) will execute in full
• Price where all orders eligible to trade on the Close would execute against

themselves and orders on DBK.
• d-Quote entry for closing transactions must be entered by 3:59:50 pm.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  A "legitimate error" is an error in any term of a MOC/LOC order, such as price, number of shares, buy/
sell, or identification of the security. See Rule 123C(1)(c).

2  Imbalance publications include both MOC and marketable LOC orders (based on the last sale price
at the time the publication is made). See Rule 123C(1)(b) & (d),defining "Informational Imbalance
Publications" and "Mandatory MOC/LOC Imbalance Publications." For more information on how
imbalance publications are calculated, see Rule 123C(4).

3  On a day that trading on the Exchange is scheduled to close earlier than 4:00 p.m., the Exchange will
disseminate Order Imbalance Information every five (5) seconds starting at ten (10) minutes prior to the
Close. See Rule 123C(6)(a)(v).

4  For more information on the execution of orders at the Close, see Rule 123C(7). Members and member
organizations are reminded that, when arranging the Close, they may not use the Display Book system
in an inappropriate manner designed to discover information about unelected stop orders.

*  Except as provided in Rule 123C(9)(a)
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 12-21

Click to open document in a browser

September 12, 2012

   TO: ALL NYSE AND NYSE MKT EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: CONSOLIDATED AUDIT TRAIL INDUSTRY CALL SEPTEMBER 19, 2012 4:15 P. M. ET

The national securities exchanges and FINRA (collectively the “SROs”) together invite interested industry
participants to join a conference call and WebEx presentation on Wednesday, September 19, 2012 at 4:15
p.m. ET regarding SEC Rule 613 requiring the creation of a Consolidated Audit Trail (CAT).

During this call, the SROs will provide an overview of Rule 613, the steps the SROs are taking to develop an
NMS CAT Plan as required in Rule 613, and how the SROs plan to solicit industry comments and feedback
on key implementation issues. In addition, the SROs will announce future industry events at which interested
industry participants are invited to share feedback on implementation issues.

Call Details:

Time: 4:15 p.m. ET

Call-in Number: (800) 779-5244

Leader's Name: Shelly Bohlin

Conference Number: 1133819

Participant Passcode: 6094573

Please note that you must pre-register for the call by 3:15 p.m. ET on September 19, 2012. Participants
registering after this time may experience a delay joining the call.

Please note that this event is closed to members of the media.

To register for the telephone portion of this conference:

• Go to the My Meetings Web page and click on “Web RSVP” on the bottom right corner or go to the
website and input the required information.

• Enter the conference number and passcode.

○ Conference Number: 1133819
○ Conference Passcode: 6094573
○ PIN: (Important: Leave this area blank or enter your pin to modify an existing
reservation)

• Provide your information for the event leader and then click submit.

To ensure that you are not held up in the conference call queue as a result of the high call volume, please call
in at least five minutes early.

To access the WebEx presentation on the day of the call, please follow the instructions below:

• Go to the CAT NMS Plan Industry Call Web page
• Enter the meeting password: CAT
• Click “Join”

Note: When accessing the WebEx application, please follow the download instructions if prompted.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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August 14, 2012

   TO: All MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: REPORTING REQUIREMENTS FOR CROSSING SESSION II

The purpose of this Information Memo is to remind New York Stock Exchange LLC and NYSE MKT LLC
(collectively, the “Exchange”) member organizations of the reporting requirements for Crossing Session II
(“CS II”) transactions.

CS II runs from 4:00 to 6:30 PM and handles crosses of a basket of multiple stocks (a “basket”) of aggregate
price buy and sell orders. CS II Detail Reports (the breakdown of symbols and corresponding number of
shares for each Crossing Session II basket) must be reported to the Exchange via the electronic filing
platform (“EFP”) on trade date (T+0).

Member organizations are also reminded that timely, complete and accurate CS II Detail Reports are
essential in order for the Exchange to comply with, and pay all fees due pursuant to, Section 31 of the
Securities Exchange Act of 1934. Failure to timely or accurately submit CS II Detail Reports to the Exchange
may result in disciplinary action against the firm and/or responsible individuals.

Questions regarding the EFP and related system issues should be directed to:

• Scott Menkes, Managing Director, Regulatory & Corporate Systems Development, 212.656.4085; or
• Steven Fishman, Developer, Regulatory & Corporate Systems Development, 212.656.4619.

Regulatory questions should be directed to:

• Clare Saperstein, Vice President, NYSE Regulation, Inc., 212.656.2355; or
• David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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July 31, 2012

  

 TO: All MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW RULE 107C: RETAIL LIQUIDITY PROGRAM

I. Purpose

The purpose of this Information Memo is to inform New York Stock Exchange LLC (“NYSE”) and NYSE
MKT LLC (“NYSE MKT”) (collectively, the “Exchange”) member organizations that the Exchange's recently
approved Retail Liquidity Program (the “Program”), as described in new Exchange Rule 107C, will begin on
August 1, 2012 as a one-year pilot.

II. New Rule 107C - Overview

The Exchange adopted the Program to attract additional retail order flow to the Exchange in NYSE-listed and
NYSE MKT-traded securities, while also providing price improvement to such order flow. As approved by the
Securities and Exchange Commission, the Exchange has created two new classes of market participants:
(1) Retail Member Organizations (“RMOs”), which would be eligible to submit certain retail order flow (“Retail
Orders”) to the Exchange, and (2) Retail Liquidity Providers (“RLPs”), which would be required to provide
potential price improvement for Retail Orders in the form of non-displayed interest that is better than the
best protected bid or the best protected offer (“PBBO”) (“Retail Price Improvement Order” or “RPI”). Member
organizations other than RLPs would also be permitted, but not required, to submit Retail Price Improvement
Orders.

Rule 107C sets forth the definitions for the Program, as follows:

• An “RMO” is a member organization (or division thereof) that has been approved by the Exchange
under Rule 107C to submit Retail Orders. (Rule 107C(a)(2))

• An “RLP” is a member organization that has been approved by the Exchange to act as such and is
required to submit Retail Price Improvement Orders in accordance with the Rule. (Rule 107C(a)(1))

• A “Retail Order” is an agency order that originates from a natural person and is submitted to the
Exchange by an RMO, provided that no change is made to the terms of the order with respect
to price or side of market and the order does not originate from a trading algorithm or any other
computerized methodology. A Retail Order is an Immediate or Cancel Order and may be an odd lot,
round lot, or PRL. (Rule 107C(a)(3))

• Note that an RMO may use a routing algorithm to determine to send an existing Retail Order to
the Exchange, provided that the RMO assures that the Retail Order meets the underlying rule
requirements, including that the routing algorithm does not change the terms of the order with
respect to price or side of the market. Additionally, the Retail Order provision preventing changes
to the terms of the order (e.g., price or side) is not meant to prevent an RMO from ensuring a better
execution experience for the retail customer, such as by adding a limit to a Retail Order.

• A “Retail Price Improvement Order” or “RPI” consists of non-displayed interest in Exchange-traded
securities that is priced better than the best protected bid (“PBB”) or best protected offer (“PBO”),
by at least $0.001 and that is identified as such. Exchange systems will monitor whether RPI buy
or sell interest, adjusted by any offset and subject to the ceiling or floor price, is eligible to interact
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with incoming Retail Orders. An RPI remains non-displayed in its entirety. An RLP shall only enter
and RPI for securities to which it is assigned as RLP. Member organizations other than RLPs are
permitted, but not required, to submit RPIs. An RPI may be an odd lot, round lot, or PRL. (Rule
107C(a)(4))

The price of an RPI would be determined by the entry of the following into Exchange systems: (1)
RPI buy or sell interest; (2) an offset, if any; and (3) a ceiling or floor price. The Exchange expects
that RPI sell or buy interest typically would be entered to track the PBBO. The offset would be a
predetermined amount by which the RLP is willing to improve the PBBO, subject to a ceiling or floor
price. The ceiling or floor price would be the amount above or below which the RLP does not wish to
trade.

• A “Retail Liquidity Identifier” shall be disseminated through proprietary data feeds, or as appropriate,
through the Consolidated Quotation System, when RPI interest priced at least $0.001 better than
the PBB or PBO for a particular security is available in Exchange systems. The Retail Liquidity
Identifier shall reflect the symbol for the particular security and the side (buy or sell) of the RPI
interest, but shall not include the price or size of the RPI interest. (Rule 107C(j))

Exchange systems would prevent Retail Orders from interacting with Retail Price Improvement Orders if
the RPI is not priced at least $0.001 better than the PBBO. The price improvement of $0.001 would be a
minimum requirement and RLPs and other member organizations could enter Retail Price Improvement
Orders that better the PBBO by more than $0.001. Exchange systems will accept Retail Price Improvement
Orders without a minimum price improvement value; however, such interest will execute at its floor or ceiling
price only if such floor or ceiling price is better than the PBBO by $0.001 or more.

RPIs would interact with Retail Orders as follows. Assume an RLP enters RPI sell interest with an offset of
$0.001 and a floor of $10.10 while the PBO is $10.11. The RPI could interact with an incoming buy Retail
Order at $10.109. If, however, the PBO was $10.10, the RPI could not interact with the Retail Order because
the price required to deliver the minimum $0.001 price improvement ($10.099) would violate the RLP's floor of
$10.10.

If an RLP otherwise enters an offset greater than the minimum required price improvement and the offset
would produce a price that would violate the RLP's floor, the offset would be applied only to the extent that it
respects the RLP's floor. By way of illustration, assume RPI buy interest is entered with an offset of $0.005
and a ceiling of $10.112 while the PBB is at $10.11. The RPI could interact with an incoming sell Retail Order
at $10.112, because it would produce the required price improvement without violating the RLP's ceiling,
but it could not interact above the $10.112 ceiling. Finally, if an RLP enters an RPI without an offset, the
RPI will interact with Retail Orders at the level of the RLP's floor or ceiling as long as the minimum required
price improvement is produced. Accordingly, if RPI sell interest is entered with no offset and a $10.098 floor
while the PBO is $10.11, the RPI could interact with the Retail Order at $10.098, producing $0.012 of price
improvement.

Exchange systems will not cancel RPI interest when it is not eligible to interact with incoming Retail Orders;
such RPI interest will remain in Exchange systems and may become eligible again to interact with Retail
Orders depending on the PBB or PBO.

Additional details regarding the Program, including technical specifications, RMO applications, and RLP

applications, are available at www.nyx.com. 1 

III. New Rule 107C - RMO

Member organizations that conduct a retail business or that handle retail orders on behalf of another broker-
dealer are eligible to apply to become an RMO. Any member organization that wishes to obtain RMO status
would be required to submit: (1) an application form; (2) an attestation, in a form prescribed by the Exchange,
that any order submitted by the member organization as a Retail Order would meet the qualifications for such
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order under Rule 107C(a)(3); and (3) supporting documentation sufficient to demonstrate the retail nature and
characteristics of the applicant's order flow.

For example, a prospective RMO could be required to provide sample marketing literature, website
screenshots, other publicly disclosed materials describing the retail nature of their order flow, and such
other documentation and information as the Exchange may require to obtain reasonable assurance that the
applicant's order flow would meet the requirements of the Retail Order definition.

An RMO must have written policies and procedures reasonably designed to assure that it will only designate
orders as Retail Orders if all requirements of a Retail Order are met. Such written policies and procedures
must require the RMO to:

• exercise due diligence before entering a Retail Order to assure that entry as a Retail Order is in
compliance with the requirements of Rule 107C; and

• monitor whether orders entered as Retail Orders meet the applicable requirements.

If an RMO represents Retail Orders from another broker-dealer customer, the RMO's supervisory procedures
must be reasonably designed to assure that the orders it receives from such broker-dealer customer that it
designates as Retail Orders meet the definition of Retail Order. The RMO must:

• obtain an annual written representation, in a form acceptable to the Exchange, from each broker-
dealer customer that sends it orders to be designated as Retail Orders that entry of such orders as
Retail Orders will be in compliance with the requirements of Rule 107C; and

• monitor whether its broker-dealer customer's Retail Order flow continues to meet the applicable
requirements.

On behalf of the Exchange, FINRA will review an RMO's compliance with these requirements.

There are three types of Retail Orders that an RMO may submit:

• Type-1 designated Retail Orders would interact only with available contra-side Retail Price
Improvement Orders and would not interact with other available contra-side interest in Exchange
systems or route to other markets. The portion of a Type-1 Retail Order that does not interact with
available contra-side Retail Price Improvement Orders would be immediately and automatically
cancelled.

• Type-2 designated Retail Orders would interact first with available contra-side Retail Price
Improvement Orders and any remaining portion of the Retail Order would be executed as a
Regulation NMS-compliant Immediate or Cancel Order pursuant to Rule 13. Accordingly, a Type 2-
designated Retail Order could interact with other interest in Exchange systems, but would not route
to other markets.

• Type-3 designated Retail Orders would interact first with available contra-side Retail Price
Improvement Orders and any remaining portion of the Retail Order would be executed as an NYSE
Immediate or Cancel Order pursuant to Rule 13. Accordingly, a Type 3-designated Retail Order
could interact with other interest in Exchange systems and, if necessary, would route to other
markets in compliance with Regulation NMS.

The Exchange notes that an RMO may enter Retail Orders on a riskless principal basis, provided that (i)
the entry of such riskless principal orders meet the requirements of Rule 5320.03, including that the RMO
maintains supervisory systems to reconstruct, in a time-sequenced manner, all Retail Orders that are entered
on a riskless principal basis; and (ii) the RMO does not include non-Retail Orders together with the Retail
Orders as part of a riskless principal transaction.

If the Exchange disapproves an application for RMO status, it will provide written notice to the member
organization. As set forth in Rule 107C(i), the disapproved applicant could appeal the disapproval by the
Exchange and/or reapply for RMO status 90 days after the disapproval notice is issued by the Exchange. An
RMO also could voluntarily withdraw from such status at any time by giving written notice to the Exchange.
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If an RMO fails to abide by the Retail Order requirements, for example, if the Exchange determines, in its
sole discretion that orders entered by the RMO fail to meet any of the requirements of Retail Orders, the
Exchange may disqualify a member organization from its status as a member organization. A disqualified
RMO could appeal the disqualification pursuant to Rule 107C(i) and/or reapply for RMO status 90 days after
the disqualification notice is issued by the Exchange.

IV. New Rule 107C - RLPs

To qualify as an RLP under Rule 107C(c), a member organization must: (1) already be approved as a
Designated Market Maker (“DMM”) or Supplemental Liquidity Provider (“SLP”); (2) demonstrate an ability
to meet the requirements of an RLP; (3) have mnemonics or the ability to accommodate other Exchange-
supplied designations that identify to the Exchange RLP trading activity in assigned RLP securities; and (4)
have adequate trading infrastructure and technology to support electronic trading.

Because an RLP would only be permitted to trade electronically, a member organization's technology must be
fully automated to accommodate the Exchange's trading and reporting systems that are relevant to operating
as an RLP. If a member organization were unable to support the relevant electronic trading and reporting
systems of the Exchange for RLP trading activity, it would not qualify as an RLP.

The approval process for an RLP is set forth in Rule 107C(d). In order to be eligible for execution fees that
are lower than non-RLP rates, an RLP must maintain (1) a Retail Price Improvement Order that is better
than the PBB at least five percent of the trading day for each assigned security; and (2) a Retail Price
Improvement Order that is better than the PBO at least five percent of the trading day for each assigned

security. 2 

An RLP's five-percent requirements would be calculated by determining the average percentage of time the
RLP maintains a Retail Price Improvement Order in each of its RLP securities during the regular trading day,
on a daily and monthly basis. The Exchange would determine whether an RLP has met this requirement by
calculating the following:

(1) The “Daily Bid Percentage” would be calculated by determining the percentage of time an RLP
maintains a Retail Price Improvement Order with respect to the PBB during each trading day for a
calendar month;

(2) The “Daily Offer Percentage” would be calculated by determining the percentage of time an RLP
maintains a Retail Price Improvement Order with respect to the PBO during each trading day for a
calendar month;

(3) The “Monthly Average Bid Percentage” would be calculated for each RLP security by summing
the security's “Daily Bid Percentages” for each trading day in a calendar month then dividing the
resulting sum by the total number of trading days in such calendar month; and

(4) The “Monthly Average Offer Percentage” would be calculated for each RLP security by summing the
security's “Daily Offer Percentage” for each trading day in a calendar month and then dividing the
resulting sum by the total number of trading days in such calendar month.

Only Retail Price Improvement Orders will be used when calculating whether an RLP is in compliance with its
five-percent requirements.

The Exchange will determine whether an RLP met its five-percent requirement by determining the average
percentage of time an RLP maintains a Retail Price Improvement Order in each of its RLP securities during
the regular trading day on a daily and monthly basis. The lower fees would not apply during a month in which
the RLP did not satisfy the five-percent requirements.

If, after the first two months an RLP acted as an RLP, an RLP fails to meet the requirements of Rule 107C(f)
for any assigned RLP security for three consecutive months, the Exchange could, in its discretion, take one
or more following actions: (1) revoke the assignment of any or all of the affected securities from the RLP; (2)
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revoke the assignment of unaffected securities from the RLP; or (3) disqualify the member organization from
its status as an RLP.

A disqualified RLP could appeal the disqualification pursuant to Rule 107C(i) and/or reapply for RLP status 90
days after the disqualification notice is issued by the Exchange.

V. Staff Contact Information

Questions regarding the rule requirements applicable to RMOs and RLPs should be directed to:

Clare Saperstein, Vice President, NYSE Regulation, Inc., 212.656.2355, or

David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166,

Questions regarding the RMO and RLP application process and assignment of RLP securities should be
directed to:

Robert Airo, Senior Vice President, NYSE Operations, 212.656.5663

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  The Exchange has published Trader Updates that include links to the technical specifications applicable
to the Program, the RMO Application, the RLP Application, and the RMO - Broker-dealer Agreement,
among other things. See http://usequities.nyx.com/nyse/trader-updates/view/11177.

2  The fees associated with the Program are set forth on the NYSE and NYSE MKT price lists.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 12-18

Click to open document in a browser

June 29, 2012

   TO: ALL NYSE AND NYSE MKT EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW RULE 80B CIRCUIT BREAKER LEVELS FOR THIRD QUARTER 2012

EFFECTIVE July 1, 2012 through September 30, 2012

Rule 80B trading halts will be triggered when the Dow Jones Industrial Average (“DJIA”) declines below its
closing value on the previous trading day by:

1,250 points (Level 1)

2,500 points (Level 2)

3,750 points (Level 3)

NYSE and NYSE Amex Equities Rule 80B

Whenever a Rule 80B circuit breaker is in effect, trading in all stocks on NYSE and NYSE Amex Equities will
halt for the time periods specified below.

Level 1 Halt

• anytime before 2:00 p.m. - one hour;
• at or after 2:00 p.m. but before 2:30 p.m. - 30 minutes;
• at or after 2:30 p.m. - trading shall continue, unless there is a Level 2 Halt.

Level 2 Halt

• anytime before 1:00 p.m. - two hours;
• at or after 1:00 p.m. but before 2:00 p.m. - one hour;
• at or after 2:00 p.m. - trading shall halt and not resume for the rest of the day.

Level 3 Halt

• at any time - trading shall halt and not resume for the rest of the day.

A complete discussion of the calculation of trigger values for Rule 80B was published in NYSE Information
Memo No. 98-15, dated April 13, 1998, available at http://www.nyse.com/nysenotices/nyse/information-
memos/pdf?memo_id=98-15.

Questions concerning this Information Memo should be directed to Patricia Bergholc, FINRA Market
Regulation, at (917) 281-3054, or David De Gregorio, NYSE Regulation, at (212) 656-4166.

__________________

NYSE Regulation, Inc

NYSE and NYSE Amex Equities Rule 80B Effective through 9/30/12
Point Decline in DJIA:

Level 1 Before 2:00 p.m.
At or After 2:00 p.m.
but Before 2:30 p.m. At or After 2:30 p.m.

1,250 1 hour 30 minutes No halt unless reach Level 2
* * * * * * * * * *
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Level 2 Before 1:00 p.m.
At or After 1:00 p.m.
but Before 2:00 p.m. At or After 2:00 p.m.

2,500 2 hours 1 hour Halt, and not resume
* * * * * * * * * *

Level 3
3,750 At any time: halt and not resume

NYSE and NYSE Amex Equities Rule 80B Effective through 9/30/12
Point Decline in DJIA:

Level 1 Before 2:00 p.m.
At or After 2:00 p.m.
but Before 2:30 p.m. At or After 2:30 p.m.

1,250 1 hour 30 minutes No halt unless reach Level 2
* * * * * * * * * *

Level 2 Before 1:00 p.m.
At or After 1:00 p.m.
but Before 2:00 p.m. At or After 2:00 p.m.

2,500 2 hours 1 hour Halt, and not resume
* * * * * * * * * *

Level 3
3,750 At any time: halt and not resume

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 12-17

Click to open document in a browser

June 28, 2012

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO RULE 107B: SLP MARKET MAKER PROGRAM

I. Purpose

The purpose of this Information Memo is to inform New York Stock Exchange LLC (“NYSE”) and NYSE MKT
LLC (“NYSE MKT”) (collectively, the “Exchange”) member organizations of recent amendments to NYSE and
NYSE MKT Equities Rule 107B (“Rule 107B”) relating to Supplemental Liquidity Providers (“SLP”) to add a
class of SLPs that are registered as market makers at the Exchange. The amendments to both versions of
Rule 107B are effective July 2, 2012.

The amended NYSE and NYSE MKT Rule 107B text is attached.

II. Amendments to Rule 107B - SLMM Program

1. Two Classes of SLP: SLP-Prop and SLMM

The Exchange has amended Rule 107B to add a category of SLPs that would be registered as market
makers at the Exchange. The existing SLP member organizations and associated requirements are
continuing unchanged and will now be referred to as “SLP-Prop.” As amended, the term “SLP” refers
generally to member organizations that provide supplemental liquidity under Rule 107B.

The Exchange's new class of SLP, referred to as “SLMM,” would be registered as market makers at the
Exchange. As set forth in the amended rule, SLMMs have differing qualification requirements and increased
regulatory obligations as compared to SLP-Props, but would otherwise be subject to the existing SLP quoting
and volume program requirements, as applicable for NYSE or NYSE MKT. Because the SLMMs would be
subject to specified regulatory obligations, including the requirement to maintain a continuous two-sided

quote, SLMMs may be eligible for market maker treatment under federal rules, 1   such as the close-out

requirements for fail-to-deliver positions applicable to market makers under Rule 204 of Regulation SHO. 2 

As with the SLP program in general, SLMMs will be supplementing the liquidity provided by DMMs and will
assist in the maintenance of a fair and orderly market, as reasonably practicable. While all securities that
trade at the Exchange are required to be assigned to a DMM, not all securities are required to be assigned to
an SLMM, which is how the SLP program operates today.

2. SLP Application Process

A prospective SLP member organization can choose to be either an SLP-Prop or an SLMM, or both, subject
to restrictions described in section 7 below. As part of the application process, a prospective SLP must
make an election of whether it is seeking to be an SLP-Prop or SLMM, or both. Based on this election, the
Exchange will review the application for whether the SLP applicant meets the qualification requirements of
Rule 107B(c) (for SLP-Props) or Rule 107B(d) (for SLMMs), as applicable. The revised SLP applications are
attached.

If a current SLP is interested in converting to be an SLMM, the SLP must complete a new SLP application
form. Existing SLPs will otherwise be considered to be SLP-Props.
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3. SLP Qualification Requirements

SLP-Props and SLMMs are subject to the same application and overall program withdrawal process, ADV
and quoting requirements (as applicable for either NYSE or NYSE MKT), manner by which SLP securities are
assigned, and non-regulatory penalties. For these purposes, the rule continues to refer to “SLP,” which term
includes both SLP-Prop and SLMM classes of SLP.

The SLP qualification requirements specified in Rule 107B(c) remain unchanged, but are now applicable
to SLP-Props. Rule 107B(d) specifies the qualification requirements of SLMMs (the rest of Rule 107B has
been renumbered accordingly). As proposed, to be approved, an SLMM would need to meet the qualification
requirements currently set forth in Rule 107B(c)(1), and (3) - (5), relating to requirements for adequate
technology, performance history, and disciplinary history.

4. SLMM Regulatory Requirements

If approved as an SLMM, an SLMM will be subject to specified regulatory obligations, which are set forth in
Rule 107B(d). Because these are regulatory obligations, failure to comply with these obligations could result
in disciplinary action.

First, pursuant to Rule 107B(d)(1), an SLMM must maintain a continuous two-sided quotation in those
securities in which the SLMM is registered to trade as an SLP (“Two-Sided Obligation”). The Two-Sided
Obligation applicable to SLMMs is virtually identical to the market-maker two-sided quoting obligations

adopted by the equities markets in 2010 and is currently applicable to DMMs. 3 

Second, pursuant to Rule 107B(d)(2), an SLMM is required to maintain net capital in accordance with the

provisions of Rule 15c3-1 under the Act, which specifies the capital requirements for market makers. 4 

Finally, pursuant to Rule 107B(d)(3), an SLMM is required to maintain unique mnemonics specifically
dedicated to SLMM activity. Use of these unique mnemonics will enable SLMMs to meet their requirement
under Rule 107B(d)(1)(A) to identify their market-making activity to the Exchange. Such mnemonics may not
be used for non-SLMM trading including SLP-Prop trading.

Unlike SLP-Props, SLMMs will not be required to maintain information barriers between the SLMM unit
and the member organization's customer, research and investment-banking business solely for Rule 107B
purposes. However, it is important to note that a member organization may be required to implement or
maintain information barriers between its SLMM unit and other business units (e.g. research, investment
banking), for other regulatory purposes or pursuant to any other rule (e.g. Reg SHO aggregation unit
requirements, limit order protection, insider trading prevention).

5. SLMM Order Entry Requirements

The Exchange has amended Rule 107B(i) (as new Rule 107B(j)) to modify the entry of order requirements.
SLP-Props would continue to be required to enter proprietary orders only. SLMMs are similarly required to
enter orders for their own account. However, SLMM orders/quotes could be entered in either a proprietary
capacity or a principal capacity on behalf of an affiliated or unaffiliated person.

6. SLMM Security-by-Security Temporary Withdrawal

SLMMs may voluntarily withdraw from registration as a market maker in a particular security. The Exchange
has included the security-by-security withdrawal provision to enable SLMMs to comply with legal or regulatory
requirements that may conflict with meeting the SLMM requirements. For example, permitting an SLMM to

withdraw its quotations may enable it to meet otherwise conflicting obligations under Regulation M. 5 

To withdraw its registration in a security, the SLMM must give written notice to the SLP Liaison Committee
and FINRA before 9:30 a.m. on the trading day immediately preceding the first day that the SLMM proposes
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to withdraw in the security. Accordingly, if an SLMM seeks to withdraw from a security on a Wednesday,
notice must be received in writing prior to 9:30 a.m. on the preceding Tuesday.

Such notice must be provided by email to the following:

• rairo@nyx.com
• aprice@nyx.com
• kross@nyx.com
• wzeichner@nys.com
• slpnotice@finra.org

An SLMM that fails to give advanced written notice of termination to the Exchange may be subject to
disciplinary action.

The SLMM must also provide written notice of the date that it would be resuming as an SLMM in the
particular security. Such notice must be provided to the NYSE and FINRA contacts above at least one
business day prior to the date the SLMM would like to resume acting as an SLMM in that security, provided
that the notice is provided no later than 2:00 p.m.

The Exchange notes that it will not be assessing the basis for why an SLMM is seeking to temporarily
withdraw its registration in a security. The SLMM has an independent obligation to assure that the time frame
that it is withdrawing from registration meets the regulatory or legal purpose for withdrawal.

7. Acting as SLMM and SLP-Prop

The Exchange has also added to Rule 107B(h) (as Rule 107B(i)) that an SLP-Prop may not also act as an
SLMM in the same securities in which it is registered as an SLP-Prop and vice versa. The Exchange believes
that under the SLP program, a member organization should be either an SLP-Prop or SLMM. However, if
a member organization has more than one business unit and employs the appropriate information barriers,
including but not limited to having the SLP-Prop business unit “walled off” from the SLMM business unit, the
member organization may engage in both an SLP-Prop and SLMM business from those different business
units. Provided the information barriers preclude any coordinated trading between the SLP-Prop and SLMM
business units, they may be assigned the same securities.

III. Staff Contact Information

Questions regarding the rule requirements applicable to SLPs should be directed to:

Clare Saperstein, Vice President, NYSE Regulation, Inc., 212.656.2355, or

David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166,

Questions regarding the SLP application process and assignment of SLP securities should be directed to:

Robert Airo, Senior Vice President, NYSE Operations, 212.656.5663

____________________

NYSE Regulation, Inc

Additions underlined.

Deletions bracketed.

NYSE Rules

* * * * *

Rule 107B. Supplemental Liquidity Providers
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(a) For purposes of this Rule, a Supplemental Liquidity Provider (“SLP”) is a member organization that
electronically enters proprietary orders or quotes from off the Floor of the Exchange into the systems and
facilities of the Exchange and is obligated to maintain a bid or an offer at the National Best Bid (“NBB”) or
the National Best Offer (“NBO”) in each assigned security in round lots averaging at least 10% of the trading
day (see Section ([f]g) below) and for all assigned SLP securities, adds liquidity of an average daily volume
(“ADV”) of more than 10 million shares on a monthly basis. An SLP can be either a proprietary trading unit
of a member organization (“SLP-Prop”) or a registered market maker at the Exchange (“SLMM”). This pilot
program will [commence on the date upon which the SEC approves the New Market Model Rule and will] end
on July 31, 2012.

(b) Financial Rebates for Executed Transactions. When an SLP posts liquidity on the Exchange and such
liquidity is executed against an inbound order, the SLP will receive a financial rebate for that executed
transaction in an amount that will be published in the Exchange's Price List (see the NYSE Price List on the
NYSE website), subject to the non-regulatory penalty provision described in subsection ([i] j) of this Rule
(“Non-Regulatory Penalties”).

(1) The SLP will receive credit towards the financial rebate for executions of displayed and non-
displayed liquidity (e.g., reserve and dark orders) posted in round lots in [their SLP] its assigned
securities only.

(c) Qualifications of a n SLP-Prop [Supplemental Liquidity Provider]. To qualify as an SLP -Prop, a member
organization must have:

(1) adequate technology to support electronic trading through the systems and facilities of the
Exchange;

(2) mnemonics that identify to the Exchange SLP -Prop trading activity in assigned SLP securities.
A member organization may not use such mnemonics for trading activity at the Exchange in
assigned SLP securities that is not SLP -Prop trading activity or in securities in which a DMM unit
is registered, but may use the same mnemonics for trading activity in securities not assigned to an
SLP. If a member organization does not identify to the Exchange the mnemonic to be used for SLP
-Prop trading activity, the member organization will not receive credit for such SLP trading;

(3) adequate trading infrastructure to support SLP trading activity, which includes support staff to
maintain operational efficiencies in the SLP program and adequate administrative staff to manage
the member organization's SLP program;

(4) quoting and volume performance that demonstrates an ability to meet the 10% average quoting
requirement in each assigned security and the ADV requirement of more than 10 million shares for
all assigned SLP securities on a monthly basis;

(5) a disciplinary history that is consistent with just and equitable business practices; and
(6) the business unit of the member organization acting as an SLP-Prop must have in place adequate

information barriers between the SLP -Prop unit and the member organization's customer, research
and investment banking business.

(d) Qualifications of an SLMM. A member organization may register as an SLMM in one or more securities
traded on the Exchange in order to assist in the maintenance of a fair and orderly market insofar as
reasonably practicable. To qualify as an SLMM, a member organization must meet the requirements of Rule
107B(c)(1), and (3) - (5) and if approved as an SLMM, must:

(1) maintain continuous, two-sided trading interest in those securities in which the SLMM is registered
to trade as an SLP (“Two-Sided Obligation”).

(A) Two-Sided Obligation. For each security in which a member organization is registered as
an SLMM, the SLMM must be willing to buy and sell such security for its own account on a
continuous basis during the trading day and must enter and maintain two-sided trading interest
that is identified to the Exchange as the interest meeting the Two-Sided Obligation and is
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displayed in Display Book at all times. Interest eligible to be considered as part of an SLMM's
Two-Sided Obligation must have a displayed size of at least one round lot; provided, however,
that an SLMM may augment its Two-Sided Obligation size to display limit orders priced at the
same price as the Two-Sided Obligation. After an execution against its Two-Sided Obligation, an
SLMM must ensure that additional trading interest exists in the Display Book to satisfy its Two-
Sided Obligation either by immediately entering new interest to comply with this obligation to
maintain continuous two-sided quotations or by identifying existing interest on Display Book that
will satisfy this obligation.

(B) Pricing Obligations. For NMS stocks (as defined in Rule 600 under Regulation NMS) an
SLMM shall adhere to the pricing obligations established by paragraph (d)(1)(A) of this Rule
during the trading day; provided, however, that such pricing obligations (i) shall not commence
during any trading day until after the first regular way transaction on the primary listing market in
the security, as reported by the responsible single plan processor, and (ii) shall be suspended
during a trading halt, suspension, or pause, and shall not re-commence until after the first regular
way transaction on the primary listing market in the security following such halt, suspension, or
pause, as reported by the responsible single plan processor.

(i) Bid and Offer Quotations. At the time of entry of the SLMM's bid (offer) interest, the
price of the bid (offer) interest shall be not more than the Designated Percentage away
from the then current NBB (NBO), or if no NBB (NBO), not more than the Designated
Percentage away from the last reported sale from the responsible single plan processor.
In the event that the NBB (NBO) (or if no NBB (NBO), the last reported sale) increases
(decreases) to a level that would cause the bid (offer) interest to be more than the Defined
Limit away from the NBB (NBO) (or if no NBB (NBO), the last reported sale), or if the bid
(offer) is executed or cancelled, the SLMM shall enter new bid (offer) interest at a price
not more than the Designated Percentage away from the then current NBB (NBO) (or if no
NBB (NBO), the last reported sale), or identify to the Exchange current resting interest that
satisfies the SLMM's obligation according to paragraph (d)(1)(A), above.

(ii) The NBB and NBO shall be determined by the Exchange in accordance with its
procedures for determining protected quotations under Rule 600 under Regulation NMS.

(iii) For purposes of this Rule, the “Designated Percentage” shall be 8% for securities
subject to Rule 80C(a)(i), 28% for securities subject to Rule 80C(a)(ii), and 30% for
securities subject to Rule 80C(a)(iii), except that between 9:30 a.m. and 9:45 a.m. and
between 3:35 p.m. and the close of trading, when Rule 80C is not in effect, the Designated
Percentage shall be 20% for securities subject to Rule 80C(a)(i), 28% for securities
subject to Rule 80C(a)(ii), and 30% for securities subject to Rule 80C(a)(iii).

(iv) For purposes of this Rule, the “Defined Limit” shall be 9.5% for securities subject to
Rule 80C(a)(i), 29.5% for securities subject to Rule 80C(a)(ii), and 31.5% for securities
subject to Rule 80C(a)(iii), except that between 9:30 a.m. and 9:45 a.m. and between 3:35
p.m. and the close of trading, when Rule 80C is not in effect, the Defined Limit shall be
21.5% for securities subject to Rule 80C(a)(i), 29.5% for securities subject to Rule 80C(a)
(ii), and 31.5% for securities subject to Rule 80C(a)(iii).

Nothing in this Rule shall preclude an SLMM from quoting at price levels that are closer to the
NBB and NBO than the levels required by this Rule.

(2) maintain minimum net capital in accordance with the provisions of Rule 15c3-1 under the Securities
Exchange Act of 1934.
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(3) maintain unique mnemonics specifically dedicated to SLMM activity in order to comply with
paragraph (d)(1)(A) of this Rule. Such mnemonics may not be used for trading in securities other than
SLP Securities assigned to the SLMM.

([d] e) Application Process.

(1) For purposes of this Rule, an “SLP Liaison Committee” shall consist of NYSE employees of the
Operations Division and the U.S. Markets Division. The Head of the U.S. Markets Division or a
designee shall designate the members of the SLP Liaison Committee. Among other responsibilities
described in this Rule, the SLP Liaison Committee will determine whether an applicant is qualified to
become an SLP.

(2) To become an SLP, a member organization must submit an SLP application form with all supporting
documentation to the SLP Liaison Committee. The processing of SLP applications will be
suspended when the SLP quota has been reached as provided in Section ([g] h)(2) of this Rule.

(3) The SLP Liaison Committee will determine whether an applicant is qualified to become an SLP
based on the qualifications described above in Section (c) or (d) of this Rule[ (“Qualifications of a
Supplemental Liquidity Provider”)].

(4) After an applicant submits an SLP application to the SLP Liaison Committee, with supporting
documentation, the SLP Liaison Committee shall notify the applicant member organization of its
decision.

(5) If an applicant is approved by the SLP Liaison Committee to receive SLP status, such applicant
must establish connectivity with relevant Exchange systems before such applicant will be permitted
to trade as an SLP on the Exchange.

(6) In the event an applicant is disapproved or disqualified (see Section ([j] k)(2) below) by the SLP
Liaison Committee, such applicant may request an appeal of such disapproval or disqualification
by the SLP Panel as provided in Section ([k] l)(“Appeal of Non-Regulatory Penalties”) of this Rule,
and/or reapply for SLP status three (3) months after the month in which the applicant received
disapproval or disqualification notice from the Exchange.

([e] f) Voluntary Withdrawal of SLP Status.

(1) An SLP may withdraw from [the] such status [of an SLP] by giving notice to the SLP Liaison
Committee, the NYSE Operations Division, and FINRA. Such withdrawal shall become effective when
those securities assigned to the withdrawing SLP are reassigned to another SLP. After the SLP Liaison
Committee, the NYSE Operations Division, and FINRA receive the notice of withdrawal from the
withdrawing SLP, the SLP Liaison Committee will reassign such securities as soon as practicable but
no later than 30 days of the date said notice is received by the SLP Liaison Committee, the NYSE
Operations Division, and FINRA. In the event the reassignment of securities takes longer than the 30-
day period, the withdrawing SLP will have no obligations under this Rule 107B and will not be held
responsible for any matters concerning its previously assigned SLP securities upon termination this 30-
day period.

(2) An SLMM may withdraw its registration in a security by giving written notice to the SLP Liaison
Committee and FINRA. The Exchange may require a certain minimum notice period for withdrawal,
and may place such other conditions on withdrawal and re-registration following withdrawal, as it
deems appropriate in the interests of maintaining fair and orderly markets. An SLMM that fails to give
advanced written notice of termination to the Exchange may be subject to formal disciplinary action.

([f] g) Calculation of Quoting Requirement:

(1) The SLP's 10% quoting requirement is calculated by determining the average percentage of
time the SLP is at the NBB or the NBO in each assigned security during the regular hours of the
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Exchange on a daily and monthly basis. For purposes of this Rule, the SLP Liaison Committee will
determine whether an SLP has met its quoting requirement by calculating the following:

(A) the “Daily NBB Quoting Percentage”, is calculated by determining the percentage of time
an SLP has at least one round lot of displayed interest in each assigned security in an
Exchange bid at the National Best Bid during each trading day for a calendar month;

(B) the “Daily NBO Quoting Percentage,” is calculated by determining the percentage of time
an SLP has at least one round lot of displayed interest in each assigned security in an
Exchange offer at the National Best Offer during each trading day for a calendar month;

(C) the “Average Daily NBBO Quoting Percentage”, is calculated for each trading day by
summing the “Daily NBB Quoting Percentage” and the “Daily NBO Quoting Percentage” in
each assigned security then dividing such sum by two; and

(D) the “Monthly Average NBBO Quoting Percentage”, is calculated for each assigned
security by summing the security's “Average Daily NBBO Quoting Percentages” for each
Trading Day in a calendar month then dividing the resulting sum by the total number of
Trading Days in such calendar month.

(i) For purposes of calculating whether an SLP is in compliance with its 10%
quoting requirement, the SLP must post displayed liquidity in round lots in its
assigned securities at the NBB or the NBO.

(ii) An SLP may post non-displayed liquidity; however, such liquidity will not be
counted as credit towards the 10% quoting requirement.

(iii) Tick sensitive orders (i.e., “Sell Plus”, “Buy Minus” (see Rule 13) and “Buy Minus
Zero Plus”) will not be counted as credit towards the 10% quoting requirement.

(2) The SLP shall not be subject to any minimum or maximum quoting size requirement in assigned
securities apart from the requirement that an order be for at least one round lot. The quoting
requirement will be measured by utilizing the mnemonics that the member organization has
identified for SLP trading activity.

([g] h) Calculation of Monthly Volume Requirement:

(1) The SLP's monthly volume requirement of an ADV of more than 10 million shares is calculated
by aggregating all liquidity an SLP provides in all of its assigned SLP securities each month and
calculating the ADV by dividing the total aggregated provide volume by the number of trading days
in the applicable month.

(2) Days that the Exchange ends its regular trading hours early (i.e., earlier than 4:00 p.m.) will not be
included in the calculations of ADV for the applicable month in determining if an SLP has met its
monthly volume requirement.

(3) The quoting and volume requirements will not be in effect in the first calendar month a member
organization operates as an SLP. Therefore, the quoting and volume requirements will take effect
on the first day of the second consecutive calendar month the member organization operates as an
SLP.

(4) SLP orders will be in the “Book Participant” category for purposes of parity pursuant to Rule 72
under the New Market Model.

([h] i) Assignment of Securities.

(1) The SLP Liaison Committee in its discretion, will assign to the SLP, a group of securities consisting
of NYSE-listed securities for SLP trading purposes. The SLP Liaison Committee shall determine the
number of NYSE-listed securities within the group of securities assigned to each SLP.
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(2) The SLP Liaison Committee, in its discretion, will assign one (1) or more SLPs to each security,
depending upon the trading activity of the security.

(A) A DMM unit shall not also act as an SLP in the same securities in which it is registered as
a DMM.

(B) An SLP-Prop shall not also act as an SLMM in the same securities in which it is registered
as an SLP-Prop and vice versa, provided, however, if a member organization maintains
information barriers between an SLP-Prop unit and an SLMM unit, the SLP-Prop and SLMM
units may be assigned the same securities.

([i] j) Entry of Orders [by SLPs]. SLPs may only enter orders electronically from off the Floor of the Exchange
and may only enter such orders directly into Exchange systems and facilities designated for this purpose.
SLMM quotes and orders may be for the account of the SLMM in either a proprietary capacity or a principal
capacity on behalf of an affiliated or unaffiliated person. SLP -Prop orders must only be for the proprietary
account of the SLP -Prop member organization.

([j] k) Non-Regulatory Penalties

(1) If an SLP fails to meet the 10% quoting requirement, the following non-regulatory penalties may be
imposed by the Exchange:

(A) If, in any given calendar month, an SLP meets the 10 million ADV requirement in all
assigned SLP securities and an SLP maintains a quote at the NBB or NBO averaging at
least 10% of the trading day in any assigned security, such SLP will receive a financial
rebate for that calendar month for all executed transactions as described in Section (b)
(“Financial Rebates for Executed Transactions”) of this Rule.

(B) If, in any calendar month, an SLP maintains a quote at the NBB or the NBO averaging
less than 10% of the regular trading day in an assigned security, the SLP will not receive
a financial rebate for that month for executed transactions in that particular assigned
security as described in Section (b) (“Financial Rebates for Executed Transactions”) of this
Rule; and

(C) If an SLP fails to meet the 10% quoting requirement for three (3) consecutive calendar
months in any assigned security, the SLP will be at risk of losing its SLP status, and the
SLP Liaison Committee may, in its discretion, take the following non-regulatory actions:

(i) revoke the assignment of the affected security(ies) from the SLP; and
(ii) each time the SLP Liaison Committee revokes the assignment of an affected

security for non-compliance with the 10% quoting requirement, as described in
Section ([j] k)(1)(C)(i) above, the SLP Liaison Committee reserves the right to
revoke the assignment of an additional unaffected security from an SLP when
there is a failure to comply with such quoting requirements; or

(iii) disqualify a member organization's status as an SLP.
(2) Disqualification Determinations. The SLP Liaison Committee shall determine if and when a member

organization is disqualified from its status as an SLP. One calendar month prior to any such
determination, the SLP Liaison Committee will notify the SLP of such impending disqualification
in writing. If the SLP fails to meet the 10% average quoting requirement (for a third consecutive
month) in a particular security, the SLP may be disqualified from SLP status. When disqualification
determinations are made, the SLP Liaison Committee will provide a disqualification notice to the
member organization informing such member organization that it has been disqualified as an SLP.

(3) Re-application for SLP Status: In the event a member organization is disapproved pursuant to
Section ([d] e)(6) or disqualified from its status as an SLP pursuant to Section ([j]k)(1)(C)(iii), such
member organization may re-apply for SLP status in accordance with Section ([d] e) (“Application
Process”) of this Rule. Such application process shall occur at last three (3) calendar months
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following the month in which such member organization received its disapproval or disqualification
notice.

([k] l) Appeal of Non-Regulatory Penalties

(i) In the event a member organization disputes the SLP Liaison Committee's decision to impose any
non-regulatory penalties described above in Section ([i]j) (Non-Regulatory Penalties) of this Rule,
such member organization (“appellant”) may request, within five (5) business days of receiving
notice of the decision to impose such non-regulatory penalties, the Supplemental Liquidity Provider
Panel (“SLP Panel”) to review all such decisions to determine if such decisions were correct.

(A) In the event a member organization is disqualified from its status as an SLP pursuant
to Section ([j] k)(1)(C)(iii) of this Rule, the SLP Liaison Committee shall not reassign the
appellant's assigned securities to a different SLP until the SLP Panel has informed the
appellant of its ruling.

(ii) The SLP Panel shall consist of the NYSE's Chief Regulatory Officer (“CRO”), or a designee of the
CRO, and two (2) officers of the Exchange designated by the Head of the U.S. Markets Division.

(iii) The SLP Panel shall review the facts and render a decision within the time frame prescribed by the
Exchange.

(iv) The SLP Panel may overturn or modify an action taken by the SLP Liaison Committee under this
Rule. All determinations by the SLP Panel shall constitute final action by the Exchange on the
matter at issue.

* * * * *

Additions underlined.

Deletions bracketed.

NYSE MKT Rules

* * * * *

Rule 107B - Equities. Supplemental Liquidity Providers

(a) For purposes of this Rule, a Supplemental Liquidity Provider (“SLP”) is a member organization that
electronically enters proprietary orders or quotes from off the Floor of the Exchange into the systems and
facilities of the Exchange and is obligated to maintain a bid or an offer at the National Best Bid (“NBB”) or the
National Best Offer (“NBO”) in each assigned security in round lots averaging at least 5% of the trading day
(see Section ([f]g) below). An SLP can be either a proprietary trading unit of a member organization (“SLP-
Prop”) or a registered market maker at the Exchange (“SLMM”). This pilot program will end on July 31, 2012.

(b) Financial Rebates for Executed Transactions. When an SLP posts liquidity on the Exchange and such
liquidity is executed against an inbound order, the SLP will receive a financial rebate for that executed
transaction in an amount that will be published in the Exchange's Price List (see the NYSE Amex Equities
Price List on the Exchange's website), subject to the non-regulatory penalty provision described in subsection
([i] j) of this Rule (“Non-Regulatory Penalties”).

(1) The SLP will receive credit towards the financial rebate for executions of displayed and non-
displayed liquidity (e.g., reserve and dark orders) posted in round lots in their [SLP] its assigned
securities only.

(c) Qualifications of a n SLP-Prop [Supplemental Liquidity Provider]. To qualify as an SLP -Prop, a member
organization must have:

(1) adequate technology to support electronic trading through the systems and facilities of the
Exchange;
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(2) mnemonics that identify to the Exchange SLP -Prop trading activity in assigned SLP securities.
A member organization may not use such mnemonics for trading activity at the Exchange in
assigned SLP securities that is not SLP -Prop trading activity or in securities in which a DMM unit
is registered, but may use the same mnemonics for trading activity in securities not assigned to an
SLP. If a member organization does not identify to the Exchange the mnemonic to be used for SLP
-Prop trading activity, the member organization will not receive credit for such SLP trading;

(3) adequate trading infrastructure to support SLP trading activity, which includes support staff to
maintain operational efficiencies in the SLP program and adequate administrative staff to manage
the member organization's SLP program;

(4) quoting performance that demonstrates an ability to meet the 5% average quoting requirement in
each assigned security;

(5) a disciplinary history that is consistent with just and equitable business practices; and
(6) the business unit of the member organization acting as an SLP -Prop must have in place adequate

information barriers between the SLP -Prop unit and the member organization's customer, research
and investment banking business.

(d) Qualifications of an SLMM. A member organization may register as an SLMM in one or more securities
traded on the Exchange in order to assist in the maintenance of a fair and orderly market insofar as
reasonably practicable. To qualify as an SLMM, a member organization must meet the requirements of Rule
107B(c)(1), and (3) - (5) - NYSE Amex Equities and if approved as an SLMM, must:

(1) maintain continuous, two-sided trading interest in those securities in which the SLMM is registered
to trade as an SLP (“Two-Sided Obligation”).

(A) Two-Sided Obligation. For each security in which a member organization is registered as
an SLMM, the SLMM must be willing to buy and sell such security for its own account on a
continuous basis during the trading day and must enter and maintain two-sided trading interest
that is identified to the Exchange as the interest meeting the Two-Sided Obligation and is
displayed in Display Book at all times. Interest eligible to be considered as part of an SLMM's
Two-Sided Obligation must have a displayed size of at least one round lot; provided, however,
that an SLMM may augment its Two-Sided Obligation size to display limit orders priced at the
same price as the Two-Sided Obligation. After an execution against its Two-Sided Obligation, an
SLMM must ensure that additional trading interest exists in the Display Book to satisfy its Two-
Sided Obligation either by immediately entering new interest to comply with this obligation to
maintain continuous two-sided quotations or by identifying existing interest on Display Book that
will satisfy this obligation.

(B) Pricing Obligations. For NMS stocks (as defined in Rule 600 under Regulation NMS) an
SLMM shall adhere to the pricing obligations established by paragraph (d)(1)(A) of this Rule
during the trading day; provided, however, that such pricing obligations (i) shall not commence
during any trading day until after the first regular way transaction on the primary listing market in
the security, as reported by the responsible single plan processor, and (ii) shall be suspended
during a trading halt, suspension, or pause, and shall not re-commence until after the first regular
way transaction on the primary listing market in the security following such halt, suspension, or
pause, as reported by the responsible single plan processor.

(i) Bid and Offer Quotations. At the time of entry of the SLMM's bid (offer) interest, the
price of the bid (offer) interest shall be not more than the Designated Percentage away
from the then current NBB (NBO), or if no NBB (NBO), not more than the Designated
Percentage away from the last reported sale from the responsible single plan processor.
In the event that the NBB (NBO) (or if no NBB (NBO), the last reported sale) increases
(decreases) to a level that would cause the bid (offer) interest to be more than the Defined
Limit away from the NBB (NBO) (or if no NBB (NBO), the last reported sale), or if the bid
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(offer) is executed or cancelled, the SLMM shall enter new bid (offer) interest at a price
not more than the Designated Percentage away from the then current NBB (NBO) (or if no
NBB (NBO), the last reported sale), or identify to the Exchange current resting interest that
satisfies the SLMM's obligation according to paragraph (d)(1)(A), above.

(ii) The NBB and NBO shall be determined by the Exchange in accordance with its
procedures for determining protected quotations under Rule 600 under Regulation NMS.

(iii) For purposes of this Rule, the “Designated Percentage” shall be 8% for securities
subject to Rule 80C(a)(i) - NYSE Amex Equities, 28% for securities subject to Rule 80C(a)
(ii) - NYSE Amex Equities, and 30% for securities subject to Rule 80C(a)(iii) - NYSE Amex
Equities, except that between 9:30 a.m. and 9:45 a.m. and between 3:35 p.m. and the
close of trading, when Rule 80C - NYSE Amex Equities is not in effect, the Designated
Percentage shall be 20% for securities subject to Rule 80C(a)(i) - NYSE Amex Equities,
28% for securities subject to Rule 80C(a)(ii) - NYSE Amex Equities, and 30% for securities
subject to Rule 80C(a)(iii) - NYSE Amex Equities.

(iv) For purposes of this Rule, the “Defined Limit” shall be 9.5% for securities subject to
Rule 80C(a)(i) - NYSE Amex Equities, 29.5% for securities subject to Rule 80C(a)(ii) -
NYSE Amex Equities, and 31.5% for securities subject to Rule 80C(a)(iii) - NYSE Amex
Equities, except that between 9:30 a.m. and 9:45 a.m. and between 3:35 p.m. and the
close of trading, when Rule 80C - NYSE Amex Equities is not in effect, the Defined Limit
shall be 21.5% for securities subject to Rule 80C(a)(i) - NYSE Amex Equities, 29.5%
for securities subject to Rule 80C(a)(ii) - NYSE Amex Equities, and 31.5% for securities
subject to Rule 80C(a)(iii) - NYSE Amex Equities.

Nothing in this Rule shall preclude an SLMM from quoting at price levels that are closer to the
NBB and NBO than the levels required by this Rule.

(2) maintain minimum net capital in accordance with the provisions of Rule 15c3-1 under the Securities
Exchange Act of 1934.

(3) maintain unique mnemonics specifically dedicated to SLMM activity in order to comply with
paragraph (d)(1)(A) of this Rule. Such mnemonics may not be used for trading in securities other than
SLP Securities assigned to the SLMM.

([d] e) Application Process.

(1) For purposes of this Rule, an “SLP Liaison Committee” shall consist of NYSE Euronext employees
of the Operations Division and the U.S. Markets Division. The Head of the U.S. Markets Division
or a designee shall designate the members of the SLP Liaison Committee. Among other
responsibilities described in this Rule, the SLP Liaison Committee will determine whether an
applicant is qualified to become an SLP.

(2) To become an SLP, a member organization must submit an SLP application form with all supporting
documentation to the SLP Liaison Committee. The processing of SLP applications will be
suspended when the SLP quota has been reached as provided in Section ([g] h)(2) of this Rule.

(3) The SLP Liaison Committee will determine whether an applicant is qualified to become an SLP
based on the qualifications described above in Section (c) or (d) of this Rule [(“Qualifications of a
Supplemental Liquidity Provider”)].

(4) After an applicant submits an SLP application to the SLP Liaison Committee, with supporting
documentation, the SLP Liaison Committee shall notify the applicant member organization of its
decision.

(5) If an applicant is approved by the SLP Liaison Committee to receive SLP status, such applicant
must establish connectivity with relevant Exchange systems before such applicant will be permitted
to trade as an SLP on the Exchange.
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(6) In the event an applicant is disapproved or disqualified (see Section ([i]j)(2) below) by the SLP
Liaison Committee, such applicant may request an appeal of such disapproval or disqualification
by the SLP Panel as provided in Section ([j] k)(“Appeal of Non-Regulatory Penalties”) of this Rule,
and/or reapply for SLP status three (3) months after the month in which the applicant received
disapproval or disqualification notice from the Exchange.

([e] f) Voluntary Withdrawal of SLP Status.

(1) An SLP may withdraw from [the] such status [of an SLP] by giving notice to the SLP Liaison
Committee, the Operations Division, and FINRA. Such withdrawal shall become effective when those
securities assigned to the withdrawing SLP are reassigned to another SLP. After the SLP Liaison
Committee, the Operations Division, and FINRA receive the notice of withdrawal from the withdrawing
SLP, the SLP Liaison Committee will reassign such securities as soon as practicable but no later than
30 days of the date said notice is received by the SLP Liaison Committee, the Operations Division,
and FINRA. In the event the reassignment of securities takes longer than the 30-day period, the
withdrawing SLP will have no obligations under this Rule 107B - NYSE Amex Equities and will not be
held responsible for any matters concerning its previously assigned SLP securities upon termination of
this 30-day period.

(2) An SLMM may withdraw its registration in a security by giving written notice to the SLP Liaison
Committee and FINRA. The Exchange may require a certain minimum notice period for withdrawal,
and may place such other conditions on withdrawal and re-registration following withdrawal, as it
deems appropriate in the interests of maintaining fair and orderly markets. An SLMM that fails to give
advanced written notice of termination to the Exchange may be subject to formal disciplinary action.

([f] g) Calculation of Quoting Requirement:

(1) The SLP's 5% quoting requirement is calculated by determining the average percentage of time the
SLP is at the NBB or the NBO in each assigned security during the regular hours of the Exchange
on a daily and monthly basis. For purposes of this Rule, the SLP Liaison Committee will determine
whether an SLP has met its quoting requirement by calculating the following:

(A) the “Daily NBB Quoting Percentage”, is calculated by determining the percentage of time
an SLP has at least one round lot of displayed interest in each assigned security in an
Exchange bid at the National Best Bid during each trading day for a calendar month;

(B) the “Daily NBO Quoting Percentage”, is calculated by determining the percentage of time
an SLP has at least one round lot of displayed interest in each assigned security in an
Exchange offer at the National Best Offer during each trading day for a calendar month;

(C) the “Average Daily NBBO Quoting Percentage”, is calculated for each trading day by
summing the “Daily NBB Quoting Percentage” and the “Daily NBO Quoting Percentage” in
each assigned security then dividing such sum by two; and

(D) the “Monthly Average NBBO Quoting Percentage”, is calculated for each assigned
security by summing the security's “Average Daily NBBO Quoting Percentages” for each
Trading Day in a calendar month then dividing the resulting sum by the total number of
Trading Days in such calendar month.

(i) For purposes of calculating whether an SLP is in compliance with its 5% quoting
requirement, the SLP must post displayed liquidity in round lots in its assigned
securities at the NBB or the NBO.

(ii) An SLP may post non-displayed liquidity; however, such liquidity will not be
counted as credit towards the 5% quoting requirement.

(iii) Tick sensitive orders (i.e., “Sell Plus”, “Buy Minus” (see Rule 13 - NYSE Amex
Equities) and “Buy Minus Zero Plus”) will not be counted as credit towards the
5% quoting requirement.
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(2) The SLP shall not be subject to any minimum or maximum quoting size requirement in assigned
securities apart from the requirement that an order be for at least one round lot. The quoting
requirement will be measured by utilizing the mnemonics that the member organization has
identified for SLP trading activity.

(3) The 5% quoting requirement will not be in effect in the first calendar month a member organization
operates as an SLP. Therefore, the quoting requirement will take effect on the first day of the
second consecutive calendar month the member organization operates as an SLP.

(4) SLP orders will be in the “Book Participant” category for purposes of parity pursuant to Rule 72 -
NYSE Amex Equities.

([g] h)] Assignment of Securities.

(1) The SLP Liaison Committee in its discretion, will assign to the SLP, a group of securities consisting
of NYSE Amex-listed or traded equities securities for SLP trading purposes. The SLP Liaison
Committee shall determine the number of Exchange-listed or traded securities within the group of
securities assigned to each SLP.

(2) The SLP Liaison Committee, in its discretion, will assign one (1) or more SLPs to each security,
depending upon the trading activity of the security.

(A) A DMM unit shall not also act as an SLP in the same securities in which it is registered as
a DMM.

(B) An SLP-Prop shall not also act as an SLMM in the same securities in which it is registered
as an SLP-Prop and vice versa, provided, however, if a member organization  maintains
information barriers between an SLP-Prop unit and an SLMM unit, the SLP-Prop and SLMM
units may be assigned the same securities.

([h] i)] Entry of Orders [by SLPs]. SLPs may only enter orders electronically from off the Floor of the Exchange
and may only enter such orders directly into Exchange systems and facilities designated for this purpose.
SLMM quotes and orders may be for the account of the SLMM in either a proprietary capacity or a principal
capacity on behalf of an affiliated or unaffiliated person. All SLP -Prop orders must only be for the proprietary
account of the SLP -Prop member organization.

([i] j)] Non-Regulatory Penalties.

(1) If an SLP fails to meet the 5% quoting requirement, the following non-regulatory penalties may be
imposed by the Exchange:

(A) If, in any given calendar month, an SLP maintains a quote at the NBB or NBO averaging
at least 5% of the trading day in any assigned security, such SLP will receive a financial
rebate for that calendar month for all executed transactions as described in Section (b)
(“Financial Rebates for Executed Transactions”) of this Rule.

(B) If, in any calendar month, an SLP maintains a quote at the NBB or the NBO averaging
less than 5% of the regular trading day in an assigned security, the SLP will not receive
a financial rebate for that month for executed transactions in that particular assigned
security as described in Section (b) (“Financial Rebates for Executed Transactions”) of this
Rule; and

(C) If an SLP fails to meet the 5% quoting requirement for three (3) consecutive calendar
months in any assigned security, the SLP will be at risk of losing its SLP status, and the
SLP Liaison Committee may, in its discretion, take the following non-regulatory actions:

(i) revoke the assignment of the affected security(ies) from the SLP; and
(ii) each time the SLP Liaison Committee revokes the assignment of an affected

security for non-compliance with the 5% quoting requirement, as described
in Section (i)(1)(C)(i) above, the SLP Liaison Committee reserves the right to
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revoke the assignment of an additional unaffected security from an SLP when
there is a failure to comply with such quoting requirements; or

(iii) disqualify a member organization's status as an SLP.
(2) Disqualification Determinations. The SLP Liaison Committee shall determine if and when a member

organization is disqualified from its status as an SLP. One calendar month prior to any such
determination, the SLP Liaison Committee will notify the SLP of such impending disqualification
in writing. If the SLP fails to meet the 5% average quoting requirement (for a third consecutive
month) in a particular security, the SLP may be disqualified from SLP status. When disqualification
determinations are made, the SLP Liaison Committee will provide a disqualification notice to the
member organization informing such member organization that it has been disqualified as an SLP.

(3) Re-application for SLP Status: In the event a member organization is disapproved pursuant to
Section ([d] e)(6) or disqualified from its status as an SLP pursuant to Section ([i] j)(1)(C)(iii), such
member organization may re-apply for SLP status in accordance with Section ([d] e) (“Application
Process”) of this Rule. Such application process shall occur at least three (3) calendar months
following the month in which such member organization received its disapproval or disqualification
notice.

([j] k)] Appeal of Non-Regulatory Penalties

(1) In the event a member organization disputes the SLP Liaison Committee's decision to impose any
non-regulatory penalties described above in Section (i) (Non-Regulatory Penalties) of this Rule,
such member organization (“appellant”) may request, within five (5) business days of receiving
notice of the decision to impose such non-regulatory penalties, the Supplemental Liquidity Provider
Panel (“SLP Panel”) to review all such decisions to determine if such decisions were correct.

(A) In the event a member organization is disqualified from its status as an SLP pursuant
to Section ([i] j)(1)(C)(iii) of this Rule, the SLP Liaison Committee shall not reassign the
appellant's assigned securities to a different SLP until the SLP Panel has informed the
appellant of its ruling.

(2) The SLP Panel shall consist of the Exchange's Chief Regulatory Officer (“CRO”), or a designee of
the CRO, and two (2) officers of the Exchange designated by the Head of the U.S. Markets Division.

(3) The SLP Panel shall review the facts and render a decision within the time frame prescribed by the
Exchange.

(4) The SLP Panel may overturn or modify an action taken by the SLP Liaison Committee under this
Rule. All determinations by the SLP Panel shall constitute final action by the Exchange on the
matter at issue.

* * * * *

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Among other things, a "market maker" is defined under the Securities Exchange Act of 1934 (the "Act")
as "any dealer who, with respect to a security, holds himself out (by entering quotations in an inter-dealer
communication system or otherwise) as being willing to buy and sell such security for his own account
on a regular or continuous basis." 15 U.S.C. 78c(a)(38).

2  17 CFR 242.204(a)(3).
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3  See Securities Exchange Act Release No. 63255 (Nov. 5, 2010), 75 FR 69484 (Nov. 12, 2010) (SR-
BATS-2010-025; SR-BX-2010-66; SR-CBOE-2010-087; SR-CHX-2010-22; SR-FINRA-2010-049;
SR-NASDAQ-2010-115; SR-NSX-2010-12; SR-NYSE-2010-69; SR-NYSEAmex-2010-96; and SR-
NYSEArca-2010-83) (order approving enhanced quoting requirements for market makers).

4  17 CFR 240.15c3-1. For purposes of that rule, the term "market maker" is defined as "a dealer who, with
respect to a particular security, (i) regularly publishes bona fide, competitive bid and offer quotations in a
recognized interdealer quotation system; or (ii) furnishes bona fide competitive bid and offer quotations
on request; and (iii) is ready, willing and able to effect transactions in reasonable quantities at his quoted
prices with other brokers or dealers." 17 CFR 240.15c3-1(c)(8).

5  See NYSE Regulation Information Memo 12-11, dated April 13, 2012, for further guidance on Regulation
M notifications.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 12-16

Click to open document in a browser

June 15, 2012

   TO: ALL NYSE AND NYSE MKT MEMBERS AND MEMBER ORGANIZATIONS

FROM: NYSE REGULATION

SUBJECT: RUSSELL RECONSTITUTION - JUNE 22, 2012

IMPORTANT - READ IN ENTIRETY PLEASE SHOW TO YOUR
COMPLIANCE OFFICER AND HEAD OF TRADING OPERATIONS

I. Purpose

Following the close of trading on June 22, 2012, the Russell Investment Group will reconstitute certain of
its indices, including the Russell 3000® Index and the Russell Microcap® Index. This reconstitution may
significantly affect the volume of trading on the New York Stock Exchange LLC (“NYSE”) and NYSE MKT
LLC (“NYSE MKT”) (collectively, the “Exchange”), particularly leading into the close on June 22.

This Information Memorandum reminds members and member organizations of certain Exchange Rules and
policies regarding:

• entry and cancellation of market-on-close/limit-on-close (“MOC/LOC”) and Closing Offset (“CO”)
orders;

• publication of on-the-close imbalances; and
• printing the closing transaction.

This memorandum also provides guidance on possible system interruption scenarios and the operation of
certain Exchange Rules and policies in the event that such a scenario occurs.

II. Background

Reconstitution of certain Russell Indexes will take effect after the close of U.S. equity markets on June 22,
2012. On June 8, 2012, the Russell Investment Group published a preliminary list of additions and deletions
to the Russell 3000® and Microcap® Indexes. The Exchange expects that during the trading day on June
22, and especially at or near the Close, significant trading volume associated with portfolio rebalancing will
be initiated based upon those lists. Based on the preliminary lists, 122 NYSE-listed stocks and 68 NYSE
MKT-listed stocks will be added to or deleted from the indices, though more stocks could be impacted by the
reconstitution.

III. Exchange Rules and Policies Relating to the Close

a. MOC/LOC and CO Order Entry and Cancellation

Exchange Rule 123C (Closing Procedures) applies to the close on June 22, subject to the contingency
scenarios outlined below in the event of a systems outage. In addition, although certain categories of
imbalance publications (such as Informational Imbalances) require prior Floor Official approval, given the
number of imbalance publications expected and the sensitivity surrounding the Close on June 22, DMMs are
encouraged to consult with and receive the approval of a Senior Floor Official or higher.

While the Exchange expects its systems to operate normally on June 22, in the unlikely event of a systems
interruption leading into or at the Close, the Closing Procedures set out in Exchange Rule 123C would apply
in the event the Exchange declared a regulatory halt in one or more securities. In the event that one or both
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marketplaces invokes exemptive powers under Exchange Rule 123C(9) (Closing Procedures - Extreme Order
Imbalances at or Near the Close), the terms of that rule would govern the handling of orders at the Close. See
Section d below.

In connection with the entry of MOC/LOC and CO orders generally, members and member organizations
should pay particular attention to the following:

• A “published imbalance” is an imbalance that has been disseminated to the Tape. An imbalance
that is announced orally or physically posted at the panel is not considered to be a published
imbalance. The Exchange Order Imbalance Information product, a data feed of real-time order
imbalances that accumulate prior to the opening of trading on the Exchange and prior to the close of
trading on the Exchange, does not constitute a “published imbalance.”

• Brokers and traders are reminded that, while they should enter orders as early in the day as
possible, all MOC/LOC orders (unless to offset a published imbalance) must be entered by 3:45

p.m. 1 
• Entering MOC/LOC orders early provides DMMs with the opportunity to more quickly identify

potential order imbalances that might exist at the Close and to disseminate that information. This,
in turn, enables brokers and traders to more effectively identify potential offsetting customer interest
that could mitigate any imbalance. MOC/LOC and CO orders entered prior to 3:45 p.m. may be
canceled or reduced prior to that time for any reason.

• After 3:45 p.m., MOC/LOC orders may be entered only to offset a security's published imbalance,
while CO orders may be entered in any amount on either side of the market. During this time period,

MOC/LOC and CO orders may be canceled or reduced in size only to correct a legitimate error. 2

   This also applies to instances were cancel/replace functionality is used. Please note that FINRA
will continue to closely monitor the cancellation of MOC/LOC and CO orders pursuant to Exchange
Rules.

• After 3:58 p.m., MOC/LOC and CO orders may not be cancelled or reduced in size for any reason,
except in accordance with Exchange Rule 123C(9).

• In the event of a trading halt effective at 3:45 p.m. or later, MOC/LOC orders may be entered only to
offset a published imbalance. CO orders, however, may be entered in any amount on either side of
the market. See Exchange Rule 123C(2)(c).

b. Imbalance Publications 3 

Exchange Rule 123C(5) provides for the publication of order imbalances as described below. In the event of a
system interruption, the times and requirements listed here may change.

1. Informational Imbalance Publications between 3:00 p.m. and 3:45 p.m.

Between 3:00 p.m. and 3:45 p.m., DMMs are encouraged to issue Informational Imbalance Publications of
any size if they believe that there could be significant price dislocation at the Close. These publications are
informational only and do not limit MOC/LOC or CO order entry or cancellation before 3:45 p.m. DMMs who
wish to issue Informational Imbalance Publications must obtain prior approval from a Floor Official or qualified
Exchange employee (see Exchange Rule 46.10) prior to issuance. As volume may be greater than normal on
June 22, 2012, DMMs should issue Informational Imbalance Publications as early as possible.

2. Mandatory MOC/LOC Imbalance Publications at 3:45 p.m.

As soon as practicable after 3:45 p.m., Exchange systems will publish any MOC/LOC imbalance of 50,000
shares or more for NYSE-listed securities and 25,000 shares or more for NYSE MKT listed securities. Other
significant imbalances of lesser size (e.g., less than 50,000/25,000 shares but significant relative to the
average daily trading volume (“ADTV”) of a particular security) may be published by the DMM with Floor
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Official or qualified Exchange employee approval. 4   In addition, any Informational Imbalance Publication
issued prior to 3:45 p.m. must be updated at 3:45 p.m. Exchange systems will publish an imbalance of
50,000 shares (NYSE), 25,000 shares (NYSE MKT) or more. If there is an imbalance of any lesser size that
is significant relative to the ADTV of the stock, it may be published by the DMM with prior Floor Official or
qualified Exchange employee approval. If there is no such imbalance, a “no imbalance” indication must be
issued by the DMM.

3. Mandatory MOC/LOC Imbalance Publications after a Trading Halt

If a trading halt is in effect at 3:45 p.m. but is lifted prior to the Close, MOC/LOC imbalances of 50,000 shares
(NYSE), 25,000 shares (NYSE MKT), or more will be published by the DMM as soon as possible after the
resumption of trading. Additionally, any imbalance of lesser size if significant relative to the ADTV may be
published by the DMM as soon as possible after trading reopens, subject to prior Floor Official or qualified
Exchange employee approval. If the trading halt is not lifted before the Close, there will not be any imbalance
publications.

4. Exchange Publication of Order Imbalance Information

In addition to the Informational Imbalance and Mandatory MOC/LOC Imbalance Publications described
above, the Exchanges also make available real-time Order Imbalance Information prior to the Close in
accordance with Exchange Rule 123C(6). These publications take place approximately every five (5) seconds
between 3:45 p.m. and 4:00 p.m. The Order Imbalance Information publications use a reference price (see
Exchange Rule 123C(6)(a)(iii)) in order to indicate how many shares would be needed to close the security at

that price, including MOC, marketable LOC and CO orders. 5   Beginning at 3:55 p.m., the Order Imbalance
Information publications also include stop orders, d-Quotes and all other e-Quotes containing pegging

instructions eligible to participate in the closing transaction. 6 

As noted above, Order Imbalance Information publications are solely for informational purposes and off-
setting interest must not be submitted in response to Order Imbalance Information publications. Off-setting
MOC/LOC interest may be submitted only as described in this memo in response to a Mandatory MOC/LOC
Imbalance Publication issued at 3:45 p.m. or after a trading halt in accordance with Rule 123C(2).

c. Printing the Closing Transaction

1. Exchange Rules 116.40 and 123C(8)

DMMs are reminded that the closing transaction must be printed consistent with Exchange Rules 116.40
and 123C(8) and must accurately reflect both the closing price and closing volume when printing the closing

transaction. 7   Additionally, DMMs are reminded of their obligation to maintain a fair and orderly market
pursuant to Rule 104.

2. Verbal Interest and e-Quotes at the Close

DMMs should take all interest, including verbal, e-Quoted and Display Book interest, into account when
formulating the Close. Depending on whether it is marketable or not, verbal interest may be handled
differently than e-Quoted interest at the Close. Marketable verbal interest is included with all market and MOC
interest at the Close, while limited verbal interest and e-Quotes are on parity with limit orders. DMMs are
reminded that verbal interest from a Floor broker should be handled one of two ways: entered into GTM by
NYSE Operations staff or into the crowd field of the Closing template by the DMM.

Pursuant to Rule 342, members and member organizations must ensure that they have adequate written
policies, procedures and controls in place to detect, deter and prevent conduct inconsistent with the guidance
set forth above. Any member who believes that the above procedures have not been adhered to should
report his or her concern to the FINRA On-Floor Surveillance Unit.
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3. Orders to Offset MOC/LOC Imbalances at the Close to Mitigate Price Disparity

Exchange Rule 902 (Off Hours Trading Orders) provides for entry of orders after the Close. Rule 902(a)(ii)(B)
permits DMMs to include in the calculation of the Close legitimate market interest that has agreed to offset
all or part of any MOC imbalance that existed prior to the Close at 4:00 p.m. The DMM's use of this offsetting
interest to minimize significant price dislocation on the Close will result in a closing-price coupled order
between the DMM and member, member organization or customer. If the member, member organization
or customer agrees, the DMM may include this interest in offsetting an imbalance when setting the closing
price and increase DMM participation in the closing print to the extent of the new contra interest. After the
Close, the DMM will liquidate or cover the related dealer position, and the member, member organization or
customer will acquire the position. Such closing-price coupled orders are executed at the Ramp.

It is important to note that Rule 902 may not be relied on for the entry of an order after the Close when
there is no MOC/LOC imbalance or when the imbalance would not result in significant volatility and/or price
dislocation. In addition, it cannot be used if the Close has already been printed.

d. Extreme Order Imbalances at or Near the Close

In order to avoid significant dislocation in the closing price that may result from an order entered or
represented at or near the Close, Exchange Rule 123C(9) permits the Exchange, on a security-by-security
basis, to temporarily suspend the hours of operation under Rule 52 so that offsetting interest may be solicited
from both on-Floor and off-Floor participants and entered to reduce the size of the imbalance. Extensions
of trading under Rule 123C(9) may be designated by the Exchange for a specific time period up to 30
minutes after the scheduled close. Off-setting interest is solicited using Exchange Trader Updates as well
as messages sent directly to Floor broker hand-held devices. These Exchange issued solicitation requests
include information regarding security symbol, the imbalance amount and side, the last sale price, and a
designated order acceptance cutoff time (generally five minutes from the issuance of the solicitation request).
Offsetting interest submitted in response to an Exchange-issued solicitation request must be a limit order
priced no worse than the last sale, irrevocable and entered no later than the order acceptance cut-off time
indicated in the solicitation request. Exchange systems will accept interest entered electronically in the named
security, after 4:00 p.m. only if Rule 123C9(a)(1) is invoked.

Exchange systems will not verify side or price, and will not block post-4:00 p.m. cancellation of interest
submitted under this rule. Therefore, member and member organizations entering such interest are
responsible for ensuring compliance with the rule, such that the only interest that may be entered in response
to such a solicitation request is: (i) offsetting; (ii) a limit order priced no worse than the last sale price; and (iii)
not cancelled.

Failure to comply with these requirements for entering electronic interest in response to a solicitation request
is a violation of Exchange rules and may result in disciplinary action. See Information Memoranda 09-20 (May
5, 2009) and 10-52 (December 22, 2010).

Rule 123C(9) also permits temporary suspension of the prohibition on the cancellation or reduction of a MOC/
LOC order after 3:58 p.m. where there is a legitimate error in such an order and the execution of the order
would cause significant price dislocation at the Close.

Only the DMM assigned to a particular affected security may request relief under Rule 123C(9). A request
for relief under Rule 123C(9) must be approved and supervised by an Executive Floor Governor or qualified
NYSE Euronext employee and supervised by a qualified Exchange officer, as defined in Rule 48(d). All Rule
123C(9) related approvals must be recorded in FORTE.

IV. Contingencies in the Event of a System Interruption

a. Contingency Scenarios
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NYSE Operations has notified all members and member organizations as to how to proceed in the event
of a systems outage on June 22, 2012. There are four contingency scenarios, each of which is described
below for convenience. Members and member organizations should refer to the NYSE Operations
memorandum published June 11, 2012, for further details. The memo is available on www.nyx.com at https://
markets.nyx.com//sites/markets.nyx.com/files/traderupdate-attachments/russell_contingencies_2012.pdf.
In addition, members and member organizations are advised that in Contingency Scenarios 2 and 3, the
procedures of Exchange Rule 123C will operate pursuant to the trading halt provisions.

1. Contingency Scenario 1

In the event of a system interruption that occurs intraday whereby normal trading is resumed prior to 3:45
p.m. the Exchanges will begin the normal Market on Close posting process (3:45 pm, with some Informational
Imbalance publications as early as 3:00 p.m.). There will be the normal 4:00 p.m. close time.

2. Contingency Scenario 2

In the event of a system interruption that occurs intraday and normal trading is resumed between 3:45
and 3:59 p.m., the Exchanges will bypass the normal 3:45 p.m. MOC publication and utilize a single MOC
publication before the 4:00 p.m. close time, if practicable. Although the Closing process may extend later than
the usual 4:00 p.m. close time, order delivery will stop at 4:00 p.m. Any orders in Exchange systems will be
executed in one Closing trade as soon as possible thereafter.

3. Contingency Scenario 3

In the event of a system interruption that occurs intraday and service is restored after the 4:00 p.m. close
time, the Exchange may not publish the 3:45 pm Mandatory MOC/LOC Imbalance Publication. The Exchange
will notify market participants of the new close time and will price the close at or around this time. The new
time will be communicated to market participants via the market wide call and a system status posting.

4. Contingency Scenario 4

In the event of a system interruption that occurs intraday and service is not restored, the NYSE and NYSE
MKT closing prices on June 2 will be the last regular way trade on the NYSE and NYSE MKT, respectively.

b. Contingency Preparedness

Members are reminded that they should have Floor stationery supplies on hand in the event they are unable
to enter or cancel orders through the system. Should a system interruption affect electronic time-stamping
functionality, members and member organizations may manually record required time information. If the
Broker Booth Support System (BBSS) is functioning, but the broker handheld is not, Floor brokers must
carry the BBSS time onto their paper orders. Under all other circumstances, the time of order entry must be
recorded by hand in the Booth, by the Floor broker or clerk.

V. Adequacy of Operations and Supervisory Staff

All members and member organizations, including DMMs, should ensure that both operational and
supervisory staffing on and around June 22, 2012 will be sufficient to monitor and process all orders,
regardless of the form in which they are received, as well as to handle the increased workload anticipated
as a result of the Russell Reconstitution. All members and member organizations should also review their
systems to ensure that they have adequate capacity to handle the expected increase in volume. For example,
DMM firms should review their DMM Unit algorithm to ensure that they meet their obligations to maintain
a fair and orderly market. DMMs are reminded to seek the advice of a Floor Official regarding any unusual
situations as quickly as possible.
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VI. Supervision

a. Review of Policies and Procedures

Members and member organizations should carefully review their procedures as well as their supervisory
systems for handling orders in connection with the Russell Reconstitution on June 22, 2012. Members
and member organizations are expected to review their practices for handling orders at or near the Close,
particularly with respect to any orders where there is an on-close or other price guarantee for those securities
that are part of the rebalancing. Reviews should include both orders that are handled manually as well as
those orders that are handled systemically, such as orders that are handled by a computer algorithm. In
addition, members and member organizations should take all necessary steps to ensure that the relevant
trading, compliance and back-office staff are familiar with firm procedures for handling orders at or near the
Close. Members and member organizations should also be mindful of the guidance issued in Information
Memo 09-22 (May 28, 2009), available at http://www.nyse.com/nysenotices/nyse/information-memos/
pdf?memo_id=09-22, regarding procedures for escalating and addressing inquiries arising from real-time
regulatory or trading issues.

In addition, members and member organizations are reminded of their obligation to have adequate
systems and controls relating to the use of firm systems by correspondents or others. Please consult NYSE
Information Memos 11-13 (May 16, 2011), available at http://www.nyse.com/nysenotices/nyse/information-
memos/pdf?memo_id=11-13, for more information.

b. Adequacy of Compliance Program

Members and member organizations are also reminded to ensure that they have in place a robust compliance
program that includes adequate supervisory policies and procedures to monitor for compliance with
Exchange Rule 123C and the guidance contained in this Information Memo. Firm policies and procedures
must be adequate to ensure that all procedures related to MOC/LOC orders and orders entered at or near
the Close are appropriately followed, and to detect and deter any actions that may violate Exchange or SEC
rules.

c. Due Diligence Requirements

Consistent with the requirements of Exchange Rule 405, before any order with instructions to participate at
the close is transmitted to the Floor the member or member organization accepting the order must exercise
due diligence to learn the essential facts relative to the order, including the purpose and propriety of the at-
the-close instruction. In addition, an imbalance of orders at or near the Close, caused in part by the entry of
such orders, could lead to trading being halted in the security and such orders not receiving an execution.

d. Supervision to Prevent Improperly Affecting the Close

Members and member organizations must also ensure that their activity does not artificially impact the closing
price. As such, members, member organizations and compliance staff should be mindful of Information
Memo 05-52 (August 1, 2005), available at http://www.nyse.com/nysenotices/nyse/information-memos/pdf?
memo_id=05-52, regarding Volume Weighted Average Price (VWAP) trading at or near the Close, which
addresses the responsibility for ensuring that trading strategies engaged in to facilitate or hedge VWAP
orders have an economic basis and do not have the effect of marking the close or marking the value of a
position. Member organizations should also be aware that certain orders and order entry practices may have
the potential to cause price dislocation before the Close or distort the closing price due to prevailing market
conditions at the time the order is entered. Similarly, trading at or near the Close is of particular concern due
to the condensed time frame for execution, where the resultant closing price is used to set benchmarks, such
as index rebalancing. As a result, manipulation concerns may be heightened when trading occurs at or near
the close.
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Firms should review procedures utilized in connection with orders to be executed at or near the Close with
their traders and other order-entry personnel. Firms should also review systemic order-entry functions
(e.g., algorithms or “smart servers”) for compliance with the provisions of this Information Memorandum.
Firms should also review the provisions of Information Memo 95-28 (July 10, 1995), available at http://
www.nyse.com/nysenotices/nyse/information-memos/pdf?memo_id=95-28, which discusses trading near
the Close and activity that would constitute violations of Exchange Rules as well as federal securities laws.
In that connection, members and member organizations are reminded that, where a firm has committed to
purchase from (sell to) a customer an order at a price that is derived from the closing price (e.g., VWAP and
MOC orders) while also reserving a significant portion of its hedging or covering transaction to be executed
at or near the Close, they must operate with substantial care. If the transaction is completed in a manner
that does not effectively place the firm at market risk or if the transaction does not provide an opportunity
for possible contra side interest to develop and/or react to the activity, it would raise manipulative concerns
and would operate as conduct inconsistent with just and equitable principles of trade. Members and member
organizations should consult Information Memo 05-52 for further guidance.

e. Compliance with Federal Securities Laws and Rules

In addition to complying with Exchange Rules and policies, members and member organizations should
review other applicable federal securities laws and regulations, including Section 9(a)(2) of the Securities
Exchange Act, Regulation SHO and Rule 10b-5, as well as the margin and capital rules. Firms must ensure
that they have adequate policies and procedures to detect, deter and prevent such potentially violative
conduct.

VII. Staff Contacts

Operational questions regarding this Information Memo should be directed to:

• Robert Airo, Senior Vice President, NYSE Operations, at 212.656.5663, or
• Paul Bauccio, Senior Vice President, NYSE Operations, at 212.656.2929, or
• Michael Rutigliano, Vice President NYSE Operations, at 212.656.4679, or
• Dennis Pallotta, Director, NYSE Operations, at 212.656.5236, or
• Sonia Rosa, Managing Director, NYSE Operations, at 212.656.2899.

Questions concern interpretations of Exchange Rules in connection with this Information Memo should be
directed to:

• Clare Saperstein, Vice President, NYSE Regulation, Inc., 212.656.2355, or
• David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166.

Regulatory questions relating to this Information Memo should be directed to:

• Patricia Bergholc, Director, FINRA On Floor Surveillance Unit, 917.281.3054, or
• Thomas C. Bruno, Director, FINRA Market Regulation, 917.281.3081, or
• John C. Saxton, Jr., Director, FINRA Market Regulation, 917.281.3114, or
• Michael Fryer, Associate Director, FINRA Market Regulation, 917.281.3071.

Questions may also be directed to the FINRA On-Floor Surveillance Unit via the White Phone or in person at
their Booth on the Floor.

Should a member or member organization experience any systems issues, please immediately contact NYSE
Dot Services at 866.DOT.DESK (362.3375). For Regulatory matters emanating from systems issues, please
immediately contact FINRA On-Floor Surveillance Unit at 212.656.5398.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Exchange systems accept only those MOC/LOC orders entered after 3:45 p.m. that are on the contra
side of a published regulatory imbalance and reject all cancel requests sent after 3:58 p.m. for any
previously entered MOC/LOC order.

2  A "legitimate error" is an error in the term of an order, such as price, number of shares, buy/sell, or
identification of the security. See Exchange Rule 123C(1)(c).

3  Imbalance publications include both MOC and marketable LOC orders (based on the last sale price
at the time the publication is made). See Exchange Rule 123C(1)(b) and (d), defining "Informational
Imbalance Publications" and "Mandatory MOC/LOC Imbalance Publications". For more information on
how imbalance publications are calculated, see Exchange Rule 123C(4).

4  As with Informational Imbalance Publications, Floor Official approvals to issue certain Mandatory MOC/
LOC Imbalance Publications must be recorded on the Floor Official Approval Form under Item 12
("Consultation/Other"). Members must state the proposed imbalance information and note any other
relevant information (e.g., ADTV, size, degree of impact) in connection with the request.

5  In the case of a buy (sell) imbalance, CO orders to sell (buy) at a price equal to or lower (higher) than the
reference price are to be included in the imbalance.

6  On a day that trading on the Exchange is scheduled to close earlier than 4:00 p.m., the Exchange will
disseminate Order Imbalance Information every five (5) seconds starting at 10 minutes prior to the
Close. See Exchange Rule 123C(6)(a)(v).

7  For more information on the execution of orders at the Close, see Exchange Rule 123C(7). Members
and member organizations are reminded that, when arranging the Close, they may not use the Display
Book system in an inappropriate manner designed to discover information about unelected stop orders.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 12-15

Click to open document in a browser

June 08, 2012

   TO: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, CHIEF OPERATIONS OFFICER,
OPERATIONS PARTNER AND LEGAL AND COMPLIANCE DEPT

SUBJECT: QUARTERLY EXPIRATION DAY-JUNE 15, 2012

I. Purpose

Friday, June 15, 2012, will be a quarterly Expiration Day for stock and index options and futures products
whose settlement pricing is based upon New York Stock Exchange LLC (“NYSE”) and NYSE MKT LLC
(“NYSE MKT”) (collectively, the “Exchanges”) opening or closing prices on that day. This Information
Memorandum reminds members and member organizations of certain NYSE and NYSE MKT rules and
policies regarding opening imbalance publications, entry and cancellation of market-on-close/limit-on-close
(“MOC/LOC”) and closing offset (“CO”) orders, publication of on-the-close imbalances, and printing the
closing transaction.

II. Expiration Day Opening Imbalance Publication

Members and member organizations are reminded that the regular pre-opening procedures outlined in Rules
15 (Pre-Opening Indications) and 123D (Openings and Halts in Trading) apply on the June 15 Expiration Day.
Accordingly, Designated Market Makers (“DMMs”) should publish indications as promptly as practicable and
are reminded of their additional obligations under Rule 123D to publish one or more indications, under the
supervision of a Floor Official, in situations where the opening price would be affected by an imbalance of
market and limit buy and sell orders in a security.

In the event that one or both of the Exchanges invokes its exemptive powers under Rule 48 (Exemptive
Relief – Extreme Market Volatility Condition), the terms of that rule would govern the obligation to publish pre-
opening indications.

III. Rules and Policies Relating to the Close

A. MOC/LOC and CO Order Entry and Cancellation

Members and member organizations are reminded that the provisions of Rule 123C (Closing Procedures)
apply to the Close on the June 15 Expiration Day. While the Exchanges expect systems to operate
normally on June 15, in the unlikely event of a systems interruption leading into or at the Close, the Closing
Procedures set out in Rule 123C would operate as if the Exchanges had declared a regulatory halt in one or
more securities.

In the event that one or both of the Exchanges invoke its exemptive powers under Rule 123C(9) (Closing
Procedures – Extreme Order Imbalances at or Near the Close), the terms of that rule would govern the
handling of orders at the Close. See Section III. D, below.

In connection with the entry of MOC/LOC and CO orders, members should pay particular attention to the
following:

• A “published imbalance” is an imbalance that has been disseminated to the Tape. An imbalance
announced verbally or physically posted at the panel is not considered to be a published imbalance.
See Section III. B, below. The Exchanges' Order Imbalance Information product, a data feed of
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real-time order imbalances that accumulate prior to the opening and the closing of trading on the
Exchanges, does not constitute a “published imbalance.”

• Brokers and traders are reminded that, while they should enter orders as early in the day as
possible, all MOC/LOC orders (unless entered to offset a published imbalance) must be entered
electronically by 3:45 p.m. Entering MOC/LOC orders early provides DMMs with the opportunity
to more quickly identify and disseminate potential order imbalances that might exist at the Close.
This, in turn, enables brokers and traders to more effectively identify potential offsetting customer
interest that could mitigate any imbalance. MOC/LOC and CO orders entered prior to 3:45 p.m. may
be canceled or reduced prior to that time for any reason.

• After 3:45 p.m. Exchange systems will accept only MOC/LOC orders that offset a published
imbalance and CO orders may be entered in any amount on either side of the market.

• Between 3:45 p.m. and 3:58 p.m., MOC/LOC and CO orders may be canceled or reduced in size

only to correct a legitimate error. 1   This also applies to instances where cancel/replace functionality
is used.

• FINRA will continue to closely monitor the cancellation of MOC/LOC and CO orders.
• After 3:58 p.m., MOC/LOC and CO orders may not be cancelled or reduced in size for any reason

except in accordance with Rule 123C(9). See Section III. D, below.
• In the event of a trading halt effective at 3:45 p.m. or later, MOC/LOC orders may be entered only to

offset a published imbalance. CO orders, however, may be entered in any amount on either side of
the market. See Rule 123C(2)(c).

B. Imbalance Publications 2 

Rule 123C(5) provides for the publication of order imbalances as described below. In addition, members
and member organizations may refer to the attached quick-reference page for a summary of the times and
requirements for imbalance publications. DMMs are reminded that erroneous imbalance publications must be
corrected as soon as practicable.

1. Informational Imbalance Publications between 3:00 p.m. and 3:45 p.m.

Between 3:00 p.m. and 3:45 p.m., DMMs are encouraged to issue Informational Imbalance Publications
of any size if they believe that there could be significant price dislocation at the Close. These publications
are informational only and do not limit MOC/LOC or CO order entry or cancellation before 3:45 p.m. DMMs
who wish to issue an Informational Imbalance Publication must obtain prior approval from a Floor Official
or qualified Exchange employee (see Rule 46.10) prior to issuance. Floor Official approvals to issue
Informational Imbalance Publications must be recorded in the Floor Official Request Tracking Engine
(“FORTÉ”). Members must state the proposed imbalance information and note any other relevant information
(e.g., average daily trading volume (“ADTV”), size, or degree of impact) in connection with the request.

2. Mandatory MOC/LOC Imbalance Publications at 3:45 p.m.

As soon as practicable after 3:45 p.m., any MOC/LOC imbalance of 50,000 shares or more for NYSE-listed
securities, and 25,000 shares or more for NYSE MKT-listed securities, will be published by the Exchange.
Other significant imbalances of lesser size (i.e., less than 50,000/25,000 shares but significant relative to
the ADTV of a particular security) may be published by the DMM with Floor Official or qualified Exchange
employee approval. As with Informational Imbalance Publications, Floor Official approvals to issue certain
Mandatory MOC/LOC Imbalance Publications must be recorded in FORTÉ and members should state the
proposed imbalance information and note any other relevant information (e.g., ADTV, size, or degree of
impact) in connection with the request.

In addition, any Informational Imbalance Publication issued prior to 3:45 p.m. must be updated. An imbalance
of 50,000 shares (NYSE)/25,000 shares (NYSE MKT), or more will be published. If there is an imbalance of
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any lesser size that is significant relative to the ADTV of the stock, it may be published by the DMM with Floor
Official or qualified Exchange employee approval. If there is no such imbalance, a “no imbalance” indication
must be issued by the DMM.

3. Mandatory MOC/LOC Imbalance Publications after a Trading Halt

If a trading halt is in effect at 3:45 p.m. but is lifted prior to the Close, any MOC/LOC imbalance of 50,000
shares (NYSE)/25,000 shares (NYSE MKT), or more will be published by the DMM as soon as possible after
the resumption of trading. Additionally, any imbalance of lesser size if significant relative to the ADTV may
be published by the DMM as soon as possible after trading reopens, subject to prior Floor Official or qualified
Exchange employee approval. If the trading halt is not lifted before the Close, there will not be any imbalance
publications.

4. Exchange Publication of Order Imbalance Information

In addition to the Informational Imbalance and Mandatory MOC/LOC Imbalance Publications described
above, the Exchanges also make available real-time Order Imbalance Information prior to the Close in
accordance with Rule 123C(6). These publications take place approximately every five (5) seconds between
3:45 p.m. and 4:00 p.m. The Order Imbalance Information publications use a reference price in order to
indicate how many shares would be needed to close the security at that price, including MOC, marketable
LOC and CO orders. (For more information on how the reference price is determined, see Rule 123C(6)(a)
(iii)). Beginning at 3:55 p.m., the Order Imbalance Information publications also include stop orders, d-Quotes

and all other e-Quotes containing pegging instructions eligible to participate in the closing transaction. 3 

As noted above, Order Imbalance Information publications are solely for informational purposes and off-
setting MOC/LOC interest must not be submitted in response to Order Imbalance Information publications.
Off-setting MOC/LOC interest may be submitted only as described in this memo in response to a Mandatory
MOC/LOC Imbalance Publication issued at 3:45 p.m. or after a trading halt in accordance with Rule 123C(2).

C. Printing the Closing Transaction

1. Rules 116.40 and 123C(8)

DMMs are reminded that the closing transaction must be printed consistent with Rules 116.40 and 123C(8)

and must accurately reflect both the closing price and closing volume when printing the closing transaction. 4

   Additionally, DMMs are reminded of their obligation to maintain a fair and orderly market pursuant to Rule
104.

2. Verbal Interest and e-Quotes at the Close

DMMs should take all interest, including verbal, e-Quoted and Display Book interest, into account when
formulating the Close. Depending on whether it is marketable or not, verbal interest may be handled
differently than e-Quoted interest at the Close. Marketable verbal interest is included with all market and MOC
interest at the Close, while limited verbal interest and e-Quotes are on parity with limit orders. DMMs are
reminded that verbal interest from a Floor broker should be handled one of two ways: entered into GTM by
NYSE Floor Operations staff or into the crowd field of the Closing template by the DMM.

Pursuant to Rule 342, members and member organizations must ensure that they have adequate written
policies, procedures and controls in place to detect, deter and prevent conduct inconsistent with the guidance
set forth above. Any member who believes that the above procedures have not been adhered to should
report their concern to the FINRA On-Floor Surveillance Unit.

3. Orders to Offset MOC/LOC Imbalances at the Close to Mitigate Price Disparity
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Rule 902 (Off Hours Trading Orders) provides for entry of orders after the Close. Rule 902(a)(ii)(B) permits
DMMs to include in the calculation of the Close legitimate market interest that has agreed to offset all or part
of any MOC imbalance that existed prior to the Close at 4:00 p.m. The DMM's use of this offsetting interest
to minimize significant price dislocation on the Close will result in a closing-price coupled order between the
DMM and member, member organization or customer. If the member, member organization or customer
agrees, the DMM may include this interest in offsetting an imbalance when setting the closing price and
increase DMM participation in the closing print to the extent of the new contra interest. In this way the DMM
will liquidate or cover the related dealer position, and the member, member organization or customer will
acquire the position. Such closing-price coupled orders are executed at the Ramp.

It is important to note that Rule 902 may not be relied on for the entry of an order after the Close when
there is no MOC/LOC imbalance or when the imbalance would not result in significant volatility and/or price
dislocation. In addition, it cannot be used if the Close has already been printed.

D. Extreme Order Imbalances at or Near the Close

In order to avoid significant dislocation in the closing price that may result from an order entered or
represented at or near the Close, Rule 123C(9) permits the Exchanges, on a security-by-security basis,
to temporarily suspend the hours of operation under Rule 52 so that offsetting interest may be solicited
from both on-Floor and off-Floor participants and entered to reduce the size of the imbalance. Extensions
of trading under Rule 123C(9) may be designated by the Exchange for a specific time period up to 30
minutes after the scheduled close. Off-setting interest is solicited using Exchange Trader Updates as well
as messages sent directly to Floor broker hand-held devices. These Exchange-issued solicitation requests
include information regarding security symbol, the imbalance amount and side, the last sale price, and a
designated order acceptance cutoff time (generally five minutes from the issuance of the solicitation request).
Offsetting interest submitted in response to an Exchange-issued solicitation request must be a limit order
priced no worse than the last sale, irrevocable and entered no later than the order acceptance cut-off time
indicated in the solicitation request. Exchange systems will accept interest entered electronically in the named
security after 4:00 p.m. only if Rule 123C(9)(a)(1) is invoked.

Exchange systems will not verify side or price, and will not block post-4:00 p.m. cancellation of interest
submitted under this rule. Therefore, member and member organizations entering such interest are
responsible for ensuring compliance with the rule, such that the only interest that may be entered in response
to such a solicitation request is: (i) offsetting; (ii) a limit order priced no worse than the last sale price; and (iii)
not cancelled.

Rule 123C(9) also permits temporary suspension of the prohibition on the cancellation or reduction of a MOC/
LOC order after 3:58 p.m. where there is a legitimate error in such an order and the execution of the order
would cause significant price dislocation at the Close.

Only the DMM assigned to a particular affected security may request relief under Rule 123C(9). A request
for relief under Rule 123C(9) must be approved and supervised by an Executive Floor Governor or qualified
NYSE Euronext employee and supervised by a qualified Exchange officer, as defined in Rule 48(d). All Rule
123C(9)-related approvals must be recorded in FORTÉ.

Failure to comply with these requirements for entering interest in response to a solicitation request is a
violation of Exchange rules and may result in disciplinary action. See Information Memoranda 09-20 (May 5,
2009) and 10-52 (December 22, 2010).

IV. Adequacy of Operations and Supervisory Staff

All members and member organizations, including DMMs, should ensure that both operational and
supervisory staffing on and around the June 15 Expiration Day will be sufficient to monitor and process all
orders, regardless of the form in which they are received, as well as to handle the anticipated increased
workload. All members and member organizations should also review their systems to ensure that they have
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adequate capacity to handle the expected increase in volume. For example, DMM firms should review their
DMM Unit algorithm to ensure that they meet their obligations to maintain a fair and orderly market. DMMs
are reminded to seek the advice of a Floor Official regarding any unusual situations as quickly as possible.

V. Supervision

A. Review of Policies and Procedures

In view of increased automated order delivery, e-Quoting and automatic execution, members and member
organizations should carefully review their procedures as well as their supervisory systems for handling
orders in connection with the June 15 Expiration Day. Specifically, members and member organizations
should review their practices for handling orders at or near the Close. Reviews should include both manual
orders and those handled systemically, such as orders that are handled by a computer algorithm. In addition,
members and member organizations should take all necessary steps to ensure that the relevant trading
and back-office staffs are familiar with firm procedures for handling orders at or near the Close. Members
and member organizations should also be mindful of the guidance issued in Information Memo 09-22 (May
28, 2009) (attached) regarding procedures for escalating and addressing inquiries arising from real-time
regulatory or trading issues.

In addition, members and member organizations are reminded of their obligation to have adequate systems
and controls relating to the use of firm systems by correspondents or others. Please consult Information
Memo 11-13 (May 16, 2011) (attached) for more information.

B. Adequacy of Compliance Program

Members and member organizations are also reminded to ensure that they have a robust compliance
program that includes adequate written policies, procedures and supervisory controls to monitor for
compliance with Rule 123C and the guidance contained in this Information Memo. Policies and procedures
must be adequate to ensure that all procedures related to MOC/LOC orders and orders entered at or near
the Close, are appropriately followed, and to detect and deter any actions that may violate NYSE, NYSE MKT
and/or SEC rules.

C. Due Diligence Requirements

Consistent with the requirements of Rule 405, before any order with instructions to participate at the Close
is transmitted to the Floor the member or member organization accepting the order must exercise due
diligence to learn the essential facts relative to the order, including the purpose and propriety of the at-the-
close instruction. In addition, an imbalance of orders at or near the Close, caused in part by the entry of such
orders, could lead to trading being halted in the security and such orders not receiving an execution.

D. Supervision to Prevent Improperly Affecting the Close

Members and member organizations must also ensure that their activity does not have the effect of artificially
impacting the closing price. Firms should review procedures utilized in connection with orders to be executed
at or near the Close with their traders and other order-entry personnel. Firms should also review systemic
order-entry functions (e.g., algorithms or “smart servers”) for compliance with the NYSE and NYSE MKT rules
and the provisions of this Information Memorandum. Firms should also review the provisions of Information
Memo 95-28 (July 10, 1995) (attached), which discusses trading near the Close and activity that would
constitute violations of NYSE and NYSE MKT rules, as well as federal securities laws.

In that connection, members and member organizations are reminded that, where a firm has committed to
purchase from (sell to) a customer at a price that is derived from the closing price (MOC orders) while also
reserving a significant position of its hedging or covering transaction to be executed at or near the Close, they
must operate with substantial care. If the transaction is completed in a manner that does not effectively place
the firm at market risk or if the transaction does not provide an opportunity for possible contra side interest
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to develop and/or react to the activity, it would raise manipulative concerns and would operate as conduct
inconsistent with just and equitable principles of trade.

E. Compliance with Federal Securities Laws and Rules

In addition to complying with NYSE and NYSE MKT rules and policies, members and member organizations
should review all other applicable federal securities laws and regulations, including Section 9(a)(2) of the
Securities Exchange Act, Regulation SHO and Rule 10b-5, as well as the margin and capital rules. Firms
must ensure that they have written policies, procedures, and supervisory controls reasonably designed to
detect and deter potentially violative conduct.

VI. Staff Contacts

Regulatory questions relating to this Information Memo should be addressed to:

• Patricia Bergholc, Director, FINRA Market Regulation, 917.281.3054; or
• Thomas C. Bruno, Director, FINRA Market Regulation, 917.281.3081, or
• Michael Fryer, Associate Director, FINRA Market Regulation, 917.281.3071; or
• John C. Saxton, Jr., Director, FINRA Market Regulation, 917.281.3114.

Questions regarding the NYSE and NYSE MKT Rules cited in this notice should be addressed to:

• Clare Saperstein, Vice President, NYSE Regulation, Inc., 212.656.2355; or
• David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166.

Operations questions concerning this memorandum should be addressed to:

• Paul Bauccio, Senior Vice President, Operations, 212.656.2929; or
• Dennis Pallotta, Director, Operations, 212.656.5236; or
• Sonia Rosa, Managing Director, Operations, 212.656.2899.

Questions may also be directed to the FINRA On-Floor Surveillance Unit via the White Phone or in person at
the Unit's Booth on the Floor.

___________________________

NYSE Regulation, Inc

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  A "legitimate error" is an error in any term of a MOC/LOC order, such as price, number of shares, buy/
sell, or identification of the security. See Rule 123C(1)(c).

2  Imbalance publications include both MOC and marketable LOC orders (based on the last sale price
at the time the publication is made). See Rule 123C(1)(b) & (d),defining "Informational Imbalance
Publications" and "Mandatory MOC/LOC Imbalance Publications." For more information on how
imbalance publications are calculated, see Rule 123C(4).

3  On a day that trading on the Exchange is scheduled to close earlier than 4:00 p.m., the Exchange will
disseminate Order Imbalance Information every five (5) seconds starting at ten (10) minutes prior to the
Close. See Rule 123C(6)(a)(v).
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4  For more information on the execution of orders at the Close, see Rule 123C(7). Members and member
organizations are reminded that, when arranging the Close, they may not use the Display Book system
in an inappropriate manner designed to discover information about unelected stop orders.
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May 18, 2012

   TO: ALL NYSE AND NYSE MKT EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: MIGRATION OF THE FESC REPORT CARD APPLICATION

PLEASE SHOW TO YOUR COMPLIANCE OFFICER

Effective June 4, 2012, the FESC Report Card application currently available through the New York
Stock Exchange's Electronic Filing Platform (“EFP”) will be migrated to the Financial Industry Regulatory
Authority's (“FINRA”) Report Center. Consequently, New York Stock Exchange LLC and NYSE MKT LLC
(collectively, the “Exchange”) equities members and member organizations will no longer have access to
FESC Report Cards through EFP and must access them instead through the FINRA Report Center at https://
reportcenter.finra.org or https://firms.finra.org.

In order to receive FESC Report Cards each month, each member organization's current authorized FINRA
Report Center user must request access to the FESC Report Cards through the member organization's

Super Account Administrator (“SAA”). 1   Member organizations without current authorized FINRA Report
Center access and non-FINRA members may register for access through www.finra.org/reportcenter and

click the “Sign up for access to the Report Center” link, 2   or email reportcenter-admin@finra.org for further
assistance.

Please note that the Summary Charts available within the EFP FESC Report Cards application will no longer

be available post migration. 3   Members and member organizations relying on the Summary Charts for future
reference are advised to download and retain a copy of the Summary Charts and all related documentation
prior to migration.

Regulatory questions regarding this Information Memo should be directed to:

Michael P. Fryer, Associate Director, FINRA, 917.281.3071.

Technology related questions regarding this Information Memo should be directed to:

Noah Egorin, Director, FINRA, 202.728.8068.

For assistance with gaining access to the FESC Report Cards on the FINRA Report Center, contact the
FINRA Gateway Call Center at 301.869.6699.

For additional information regarding the FESC Report Cards, see Information Memos 08–31, 08–55 and 09–
45.

____________________

NYSE Regulation, Inc

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes
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1  To determine your member organization's SAA, log in to the FINRA Firm Gateway, click on "My
Account" and view information from the "Applications & Administrators" link.

2  Additional information regarding registration will be available through the site.
3  New post-migration Summary Charts will be available through the FINRA Report Center.
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April 30, 2012

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: CHANGE TO FUTURES COMMISSION MERCHANT REPORTING PROCESS

PLEASE SHOW THIS NOTICE TO YOUR COMPLIANCE OFFICER

I. Purpose

The purpose of this Information Memorandum is to advise New York Stock Exchange LLC (“NYSE”) and
NYSE Amex, LLC (“NYSE Amex”) (collectively, the “Exchange”) equities member organizations that FINRA

is implementing a change to the Futures Commission Merchants (“FCMs”) reporting process. 1   The content
and requirements of member organization's FCM reporting obligations will not change. Rather, FINRA is
establishing a new process for member organizations to review and confirm their FCM reporting obligations.

As discussed below, beginning June 1, 2012, member organizations will be required to confirm or make
changes to their FCM reporting obligations using the FINRA Reporting Center via the following links https://
reportcenter.finra.org or https://firms.finra.org.

II. Discussion

As set forth in Information Memos 11-17 and 10-2, FCMs engaged in program trading of index futures on
behalf of member organizations must confirm FCM information a minimum of twice annually, beginning on

the last trading days in June and December. 2   Currently, member organizations confirm this information and
make amendments to their FCM affiliations through the Exchange's Electronic Filing Platform (“EFP”).

After June 1, 2012, member organizations will no longer be able to make such submissions or changes
through the EFP. Therefore, member organizations must make all necessary arrangements to comply with
the new process.

Beginning June 1, 2012, all member organizations must utilize the FINRA Report Center via the following
links https://reportcenter.finra.org or https://firms.finra.org to conduct their FCM review and confirmation, and
to make any changes to their FCM affiliations. Upon implementation of the new process, non-FINRA member
organizations will be granted access to the reporting center.

The new electronic reporting process will require a FINRA Entitlement Program User ID and password.
The FINRA Entitlement Program requires that each member organization designate a Super Account
Administrator (“SAA”) with authority to create, modify, and/or delete administrator and user accounts for the
FINRA applications the member organization uses. Users should contact their member organization's SAA
for access requests. The SAA should be able to assist with using and/or establishing a FINRA User ID and
password to access the system. SAAs may contact the FINRA Gateway Call Center at (301) 869-6699, or
use the following link: http://www.finra.org/Industry/Compliance/Entitlement/p120963.

III. Staff Contacts

If you have questions concerning this Information Memorandum please contact:

• Larry O'Leary, Market Regulation Department, FINRA, at (917) 281-3099; or
• Robert Armetta, Market Regulation Department, FINRA, at (917) 281-3050.
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____________________

NYSE Regulation, Inc

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  FINRA provides regulatory services on behalf of NYSE Regulation, Inc. pursuant to a Regulatory
Services Agreement. Under Exchange Rule 0, member organizations required to submit notifications to
the Exchange may submit such notifications to FINRA departments acting on behalf of the Exchange.

2  See Information Memorandum 11-17 (June 27, 2011) Futures Commission Merchant Reporting
Obligations http://www.nyse.com/nysenotices/nyse/information-memos/pdf?memo_id=11-17 and
Information Memorandum 10-2 (January 6, 2010) FCM Reporting Obligations http://www.nyse.com/
nysenotices/nyse/information-memos/pdf?memo_id=10-2
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April 13, 2012

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: RULE 5320: REQUIREMENT TO REPORT TO OATS INFORMATION BARRIERS PURSUANT
TO RULE 5320.02

I. Overview

In order to further harmonize the New York Stock Exchange, LLC (“NYSE”) and NYSE Amex LLC (“NYSE
Amex”) (collectively, the “Exchange”) equities rules with FINRA rules, the Exchange has (i) adopted recent
changes to FINRA Rules 7440 and 7450, which the Exchange has incorporated by reference in its own rules,
and (ii) adopted recent changes to FINRA Rule 5320 by amending Supplementary Material .02 to NYSE Rule
5320 to require that member organizations report to OATS information barriers put into place by the member

organizations in reliance on Supplementary Material .02 to NYSE Rule 5320. 1 

These rule changes are effective on April 16, 2012.

II. Description of Rule Changes

On December 21, 2011, the Securities and Exchange Commission approved FINRA's rule proposal to

amend its Order Audit Trail System (“OATS”) rules. 2   First, FINRA amended FINRA Rule 7440 to require
FINRA members relying on the no-knowledge exception in Supplementary Material .02 to FINRA Rule
5320 (Prohibition Against Trading Ahead of Customer Orders) to report information to OATS regarding the
information barriers adopted by the member in reliance on the exception - FINRA also added this requirement
under Supplementary Material .02 to FINRA Rule 5320. Second, FINRA amended FINRA Rule 7440 to
extend, to all OATSeligible securities, the existing requirement to reflect on OATS reports a customer's
instruction regarding display of the customer's limit orders - the requirement previously applied only to limit
orders involving NMS stocks. Finally, FINRA amended FINRA Rule 7450 to codify the specific time by which

OATS reports must be transmitted to FINRA. The effective date of FINRA's rule changes is April 16, 2012. 3 

The Exchange adopted as Supplementary Material .02(b) to NYSE Rule 5320 the same language that

was approved pursuant to SR-FINRA-2011-063 as Supplementary Material .02(c) to FINRA Rule 5320. 4  
Specifically, if a member organization implements and utilizes appropriate information barriers in reliance on
the no-knowledge exception provided under Supplementary Material .02 to NYSE Rule 5320, the member
organization must uniquely identify such information barriers as prescribed in FINRA Rule 7440(b)(19).
The Exchange also adopted the changes to FINRA Rules 7440 and 7450 that were approved pursuant to
SRFINRA-2011-063.

The approved changes to FINRA Rules 7440 and 7450 that the Exchange adopted are applicable only to
Exchange member organization that are also FINRA members. In particular, the changes relate to cross-
references to FINRA Rule 5320, and for the Exchange, to NYSE Rule 5320, which is not applicable to
Proprietary Trading Firms, as defined in Rule 7410(p), because they do not have customers and therefore do
not need to maintain information barriers.

The effective date of the Exchange's changes to Rule 5320 is April 16, 2012, the same date that the FINRA
rule changes are effective.

III. Staff Contacts

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

85

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P12-12%29033f387c7b471000a117d8d385ad169405?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


Questions concerning this Information Memo should be directed to:

• Clare Saperstein, Vice President, NYSE Regulation, Inc., 212.656.2355, or
• David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166.

____________________

NYSE Regulation, Inc

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release Nos. 66797 (April 12, 2012) (SR-NYSE-2012-09) and 66795 (April
12, 2012) (SR-NYSEAmex-2012-21).

2  See Securities Exchange Act Release No. 66021 (Dec. 21, 2011), 76 FR 81551 (Dec. 28, 2011) (SR-
FINRA-2011-063).

3  See http://www.finra.org/Industry/Compliance/MarketTransparency/OATS/OATSReport/P125612
4  For consistency with Exchange rules, the Exchange changed references from "members" in

Supplementary Material .02(c) to FINRA Rule 5320 to "member organizations" in proposed
Supplementary Material .02(b) to NYSE Rule 5320. The Exchange also designated the existing text of
Supplementary Material .02 to NYSE Rule 5320 as paragraph (a) thereto.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION Memo
Number 12-11

Click to open document in a browser

April 13, 2012

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: RULE 5190: NEW ELECTRONIC PROCESS FOR SUBMISSION OF NOTICE AND
INFORMATION RELATING TO DISTRIBUTIONS SUBJECT TO SEC REGULATION M

PLEASE SHOW THIS NOTICE TO YOUR COMPLIANCE OFFICER

I. Purpose

The purpose of this Information Memo is to announce a new electronic submission process that FINRA
is implementing that New York Stock Exchange LLC (“NYSE”) and NYSE Amex, LLC (“NYSE Amex”,
together with NYSE, the “Exchange”) equities member organizations will be required to use to submit
certain notifications related to distributions that are subject to SEC Regulation M. This Information Memo is
being issued in conjunction with FINRA Regulatory Notice 12-19 (http://www.finra.org/Industry/Regulation/
Notices/2012/P125976), and member organizations should review both notices carefully.

As discussed below, all member organizations will soon be required to submit notice and information
required under NYSE and NYSE Amex Equities Rule 5190 (“Rule 5190”) electronically through the secure

FINRA website (https://firms.finra.org). 1   The purpose of this Information Memo is also to remind member
organizations of certain other notification requirements to which Exchange member organizations are subject.
Member organizations must make all necessary arrangements to comply with the new process, currently
scheduled for implementation on June 4, 2012. Upon implementation of the new process, Non-FINRA
member organizations will be permitted to access the FINRA filing system for their Rule 5190 submissions.

II. Discussion

Rule 5190 sets forth the notice requirements applicable to all member organizations participating in offerings
of listed securities that are subject to Regulation M. Currently, as set forth in NYSE Information Memos 09-24
(June 2, 2009), 08-53 (October 13, 2008), and 97-41 (July 30, 1997), member organizations may submit
notice and information required under Exchange rules via email, facsimile, or a third party vendor.

As noted above, starting June 4, 2012, member organizations must make all submissions required under
Rule 5190 electronically through the secure FINRA website at the following URL: https://firms.finra.org. After
June 4, 2012, member organizations will no longer be able to make such submissions through any other
process. The content and requirements of member organizations' notification obligations under Rule 5190 will
not change. Rather, FINRA is merely establishing a new and enhanced process for member organizations to
submit the notices and information required under Rule 5190.

Access to the new electronic process will require a FINRA User ID and password administered under the
FINRA Entitlement Program. The FINRA Entitlement Program requires that each organization designate
a Super Account Administrator (SAA), who will have the authority to create, modify, and delete account

administrator and user accounts for the FINRA applications that the organization uses. 2   The SAA should
be able to assist with establishing a new FINRA User ID and password, or using an existing User ID and
password, to access the system. Users should contact their firm's SAA for access requests. SAAs may
contact the FINRA Help Desk at (800) 321-6273 with questions. For further information about the new filing
process, please review FINRA Regulatory Notice 12-19 via the link above.
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Please note that NYSE and NYSE Amex Equities Rules 98 (“Rule 98”) and 460.30 (“Rule 460.30”) obligations
remain in place and are unaffected by this update. Member organizations must continue to e-mail all
notifications required under Rule 460.30 and Rule 98(h)(1) directly to FINRA's Market Regulation Department

at apnotice@finra.org 3 

III. Contacts

Questions regarding this Information Memo may be directed to:

• John Scrofani, Market Regulation Department, FINRA, at (917) 281-3117;
• Melissa Springer, Market Regulation Department, FINRA, at (240) 386-5560; or
• Clare Saperstein, Vice President, NYSE Regulation, Inc. at (212) 656-2355.

____________________

NYSE Regulation, Inc

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  FINRA provides regulatory services on behalf of NYSE Regulation, Inc. pursuant to a Regulatory
Services Agreement. Under Exchange Rule 0, member organizations required to submit notifications to
the Exchange may submit such notifications to FINRA departments acting on behalf of the Exchange.

2  See http://www.finra.org/Industry/Compliance/Entitlement/p120963
3  See NYSE Information Memo 10-49 (December 2, 2010).
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION Memo
Number 12-10

Click to open document in a browser

April 12, 2012

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: RULE 2 AND 304 AMENDMENTS: CHANGES TO DEFINITION OF APPROVED PERSONS
AND APPLICATION PROCESS

I. Overview and Purpose

All member organizations are advised that the New York Stock Exchange, LLC (“NYSE”) and NYSE Amex,
LLC (“NYSE Amex”) (collectively, the “Exchange”) have amended NYSE and NYSE Amex Equities rules
governing the definition of approved person and the application process for approved persons. In summary,
the Exchange has:

• Amended the definition of “approved person” to exclude foreign affiliates;
• Replaced the AP-1 Form with a new consent form; and
• Eliminated the AD-G 2 and AD-G 3 Forms (“AD-G Form”)

This rule proposal was approved by the Securities and Exchange Commission on April 2, 2012. 1   The
effective date of this rule change is April 13, 2012. The full text of the amended rule changes is attached
as Attachment A. The revised approved person consent form (“AP Form”) for non-natural persons is
attached as Attachment B and is also available on the Exchange's website: https://usequities.nyx.com/sites/
usequities.nyx.com/files/ap_form.pdf.

As set forth in more detail below, in order to ensure that the Exchange has an accurate list of each member
organization's approved persons, the Exchange is requiring all member organizations to provide the
Exchange with an updated list of approved persons by July 27, 2012.

II. Background

The rules governing the definition of and application process for an approved person are Exchange Rules
2 and 304. Exchange Rule 2(c) previously defined the term “approved person” to include a person that
is engaged in a securities or kindred business and is under common control with a member or member
organization, which included foreign affiliates of the member organization that were in a securities or kindred
business.

Exchange Rules 304 and 311(a) required, with limited exceptions, that persons that met the Exchange Rule
2(c) definition of an approved person apply for approval by the Exchange as an approved person. Exchange
Rule 304 prescribed that process and applicants were required to submit a completed Form AP-1 (in the
case of a non-natural person) or AD-G Form (in the case of a natural person) and other pertinent information
regarding the applicant for approval. The AP-1 Form and the AD-G Form required applicants to provide
information relating to, among other things, the financial background of the applicant. By executing the AP-1
Form or AD-G Form before a notary public, the approved person affirmatively consented to the Exchange's
jurisdiction.

III. Amended Rule 2(c): Revised Approved Person Definition to Exclude Foreign Affiliates

The Exchange has amended Exchange Rule 2(c) to revise the definition of which persons are deemed under
“common control” with a member organization. Specifically, the Exchange has amended the rule to exclude
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from the definition of “approved person” foreign affiliates under common control with a member organization.
Amended Rule 2(c) now defines an approved person as:

a person, other than a member, principal executive or employee of a member organization, who
controls a member organization, is engaged in a securities or kindred business that is controlled by a
member or member organization, or is a U.S. registered broker-dealer under common control with a
member organization.

As revised, the definition of approved person still includes any person that controls a member organization,
which could include foreign persons, or any person that a member organization controls and that is in a

securities or kindred business, which also could include a foreign person. 2   As amended, the only entities
that now fall under the common control with a member organization category of approved persons are U.S.
registered broker dealers. Accordingly, persons under common control with a member organization that are in
a securities or kindred business, and that are not U.S. registered broker dealers, no longer meet the definition
of approved person. Thus, foreign affiliates of a member organization are now excluded from the definition of
approved person.

IV. Revised Application Process

In connection with the changes to the definition of approved person, the Exchange has also amended the
rules governing the application process for approved persons. As amended, Exchange member organizations
will no longer need to obtain Exchange approval for an approved person; either a person meets the definition
of approved person or it does not.

Going forward, member organizations will be required to identify to the Exchange all of its approved persons,
both natural and non-natural. As with the current AP-1 and AD-G Forms, such approved persons would
continue to be required to consent to the Exchange's jurisdiction. However, such approved persons will no
longer be required to submit financial information or obtain notarized signatures on the application form.

To reflect these changes, the Exchange is replacing the manner by which approved persons consent to
Exchange jurisdiction.

• Approved Persons that are non-natural persons: The Exchange has eliminated the AP-1
Form. Going forward, non-natural approved persons must complete and execute the AP Form,
which requires the approved person to supply identifying information, identify its relationship
to the member organization, disclose whether the approved person is subject to a statutory
disqualification, and consent to jurisdiction of the Exchange. The AP Form must be executed by
an officer duly authorized to sign on behalf of the approved person. The Exchange will accept
electronic copies of the AP Form with a pdf of the signature page.

• Approved Persons that are natural persons: The Exchange is eliminating the AD-G Form, but
will continue to require registration with Web CRD as an approved person (the “AP” registration).
Accordingly, all natural approved persons must file a Form U4 for the AP registration for both NYSE
and NYSE Amex. By registering with the Exchange, the approved person consents to jurisdiction.

V. Requirement to Update List of Approved Persons

To ensure that the Exchange has an accurate list of each member organization's approved persons, the
Exchange is requiring all member organizations provide the Exchange with an updated list of the names of all
approved persons by July 27, 2012.

• The updated list of names should include all approved persons, including those that have previously
been approved by the Exchange as an approved person (either via an AP-1 Form or an AD-G
Form). A member organization does not need to submit a new AP Form for approved persons that
have previously been approved pursuant to either an AP-1 Form or an AD-G form.
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• For approved persons that are natural persons, please also include the CRD number.
• The updated list of names should exclude any persons that no longer meet the definition of

approved person, i.e., any persons under common control with a member organization that are in a
securities or kindred business, other than a U.S. registered broker dealer.

• If in its review, a member organization identifies persons that meet the definition of approved
person, but for which an AP-1 Form or AD-G form has not previously been approved, the member
organization must either submit an executed AP Form on behalf of any such non-natural approved
person or register the natural approved persons as an AP on Web-CRD.

Member organizations should provide the updated list of approved persons to both the Exchange and FINRA
at the following email addresses:

• crs@nyx.com
• Q&RNY@finra.org

Going forward, if a member organization has any changes to its approved person list, it should advise the
above-referenced email addresses. If the member organization has any new approved persons, the member
organization must either provide an executed AP Form for a non-natural approved person or register the
natural approved person with Web-CRD with a Form U4 for AP status.

VI. Related Rule Changes

The Exchange also eliminated certain references to the term “allied member,” and where appropriate,
replaced that term with the term “principal executive,” deleted the application process and examination
requirements for allied members set forth in Exchange Rule 304 and 304A and the interpretations thereto,
and conformed the member organization application requirements set forth in Exchange Rule 311 with the
changes to Exchange Rule 304.

In addition, to ensure that potential conflicts of interest associated with having a foreign affiliate under
common control with a member organization are addressed in rules that reference “approved persons,” the
Exchange has made several amendments to its rules.

First, the Exchange amended paragraphs (3) and (4) of Exchange Rule 21 to provide that a member of the
Exchange's Board of Directors or an authorized committee who is associated with a member organization
cannot participate in the deliberations concerning the listing of a security if the Director knows that an affiliate
of the member organization directly or indirectly owns one percent or more of any class of stock of the issuer
or has a contract, option, or privilege to purchase the security to be listed. Second, the Exchange amended
Exchange Rule 22 to provide that a member of certain Exchange boards and committees may not participate
in the consideration of any matter if there are certain types of indebtedness between the board or committee
member and a member organization's affiliate or other related parties. Third, the Exchange amended NYSE
Rule 98A, which provides that no issuer, or partner or subsidiary thereof, may become an approved person
of a Designated Market Maker (“DMM”) unit that is registered in the stock of that issuer, to provide instead
that a DMM unit may not be registered in a stock of an issuer, or a partner or subsidiary thereof, if such entity
is either an approved person or an affiliate of the DMM unit's member organization. Finally, the Exchange
amended Supplementary Material .30(c) of Rule 402 to provide that when securities are callable in part under
the Rule, a member organization may not allocate any called securities to the account of an affiliate until all
customer positions have been satisfied.

VII. Staff Contacts

Questions concerning the rule changes described in this Information Memo should be directed to:

• Clare Saperstein, Vice President, NYSE Regulation, Inc., 212.656.2355
• David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166
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Questions concerning the NYSE and NYSE Amex Equities membership application process should be
directed to:

• Client Relationship Services, 212.656.2085 or crs@nyx.com
• Joseph J. Sheirer, Director & Counsel, FINRA Membership Application Program, 212.858.5132
• Maria Rabinovich, Principal Counsel, FINRA Membership Application Program, 646.315.8461

Questions concerning the submission of an updated list of approved persons should be directed to:

• Edgar Russell, Manager, FINRA Registration and Disclosure, 212.858.4103

Attachments

___________________________

NYSE Regulation, Inc

Attachment A Information Memo 12-10

Additions underlined deletions [bracketed].

NYSE and NYSE Amex Equities Rules

Rule 2. “Member,” “Membership,” “Member Firm,” etc.

*****

(c) The term “approved person” means a person, other than a member, principal executive or employee
of a member organization, who controls a member organization, [or] is engaged in a securities or kindred
business that is controlled by[, or under common control with] a member or member organization , or is a U.S.
registered broker-dealer under common control with a member organization [who has been approved by the
Exchange as an approved person].

*****

Rule 21. Disqualification of Directors on Listing of Securities

No member of the Board of Directors or of any committee authorized by the Board shall vote at any meeting
of the Board or of any such committee, or participate in its deliberations (except to the extent of testifying
at the request of the Board or of such committee) with respect to the admission of a security to the List or
to dealings upon the Exchange or with respect to the approval of any plan for the distribution of any listed
security, if he has directly or indirectly a substantial interest in such security or in such plan. Without limiting
the foregoing, such a member shall be deemed to have such an interest if:

(1) Such security or any other security of the same issuer is one in the distribution of which he or his member
organization is participating or to his knowledge has within six months prior thereto participated, as or on
behalf of an underwriter or a member of a selling syndicate or group; or

(2) he or any member, [allied member or] principal executive, approved person in his member organization is
an officer or director (or person occupying a similar status or performing similar functions) or a voting trustee
of the issuer of such security or of any corporation which to his knowledge controls or is controlled by the
issuer or such security; or

(3) he or his member organization or any member, [allied member or] affiliate, principal executive, or
approved person [therein] of such member organization to his knowledge owns directly or indirectly more
than 1% of such security or of any class of stock of the issuer, or of any corporation which to his knowledge
controls the issuer of such security; or
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(4) he or his member organization or any member, [allied member or] affiliate, principal executive, or
approved person [therein] of such member organization to his knowledge holds directly or indirectly any
substantial contract, option, or other privilege [entitling him] to purchase such security; or to his knowledge
within six months prior thereto has directly or indirectly purchased (other than through the exercise of a right
to subscribe) such security from the issuer or an underwriter thereof at a price below the market price.

Rule 22. Disqualification Because of Personal Interest

(a) No member of the NYSE Euronext (“NYSE Euronext”), the Exchange LLC, NYSE Market, and NYSE
Regulation boards of directors or of any committee authorized by the NYSE Euronext, the Exchange, NYSE
Market, and NYSE Regulation boards of directors shall participate (except to the extent of testifying at the
request of such boards or of such committee) in the investigation or consideration of any matter relating to
any member, [allied member] principal executive, approved person, [or] member organization , or affiliate of
such member organization with knowledge that such member, [allied member] principal executive, approved
person, [or] member organization , or affiliate is indebted to such director or committee member, or to their
member organization or any participant therein, or that they, their member organization or any participant
therein is indebted to such member, [allied member] principal executive, approved person, [or] member
organization, or affiliate, excluding, however, any indebtedness arising in the ordinary course of business out
of transactions on any exchange, out of transactions in the over-the-counter markets, or out of the lending
and borrowing of securities.

*****

Rule 91. Taking or Supplying Securities Named in Order

No member, whether acting as a DMM or otherwise, who has accepted for execution, personally or through
his or her member organization, an order for the purchase of securities shall fill such order by selling such
securities for any account in which he, his member organization, or any [other] member, [or allied member
therein has a direct or indirect interest or for any account in which an] principal executive, approved person [in
such organization] or officer [thereof] of such member organization is directly or indirectly interested when the
member knows or should have known that the sale is for such an account or having so accepted an order for
the sale of securities shall fill such order by buying such securities for such an account, except as follows:

*****

Rule 96. Limitation on Members' Trading Because of Options

No member while on the Floor shall initiate the purchase or sale on the Exchange for his own account of
for any account in which he, his member organization , or any [other] member, [allied member or] principal
executive, or approved person, [in] of such member organization is directly or indirectly interested, of any
stock in which he holds or has granted any put, call, straddle or other option, or in which he has knowledge
that his member organization or any of the above mentioned accounts holds or has granted any put, call,
straddle or other option, except that the provisions of this rule shall not apply in the case of any such options
that are listed or traded on a national securities exchange. The Exchange may at any time, and from time to
time, require reports relating to transactions in options effected by a member or member organization.

*****

Rule 98A. Restrictions on Persons or Parties Affiliated with A DMM Unit

[No issuer, or partner or subsidiary thereof, may become an approved person of a DMM unit that is registered
in a stock of that issuer.] A DMM unit may not be registered in a stock of an issuer, or a partner or subsidiary
thereof, if such entity is an approved person or affiliate of the DMM unit's member organization.

*****
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Rule 112. Orders initiated “Off the Floor.”

(a) All orders in stocks for the account of a member organization or any member, [allied member or] principal
executive, approved person, officer, or employee of [in] such organization [or officer or employee thereof] or
a discretionary account serviced by the member or member organization must be sent to the Floor through a
clearing firm's order room or other facilities regularly used for transmission of public customers' orders to the
Floor.

The restrictions of paragraph (a) above shall not apply to an order

(i) when a Floor Official expressly invites a member or members to participate in a difficult market
situation;

(ii) to facilitate the purchase or sale of a block of stock because the market on the Floor could not
readily absorb the block at a particular price or prices;

(iii) to sell stock for an account in which the member organization is directly or indirectly interested if, in
facilitating the sale of a large block of stock, the member organization acquired its position on the
Floor because the demand was not sufficient to absorb the block at a particular price or prices;

(iv) to effect bona fide arbitrage or to engage in the purchase and sale, or sale and purchase of
securities of companies involved in publicly announced merger, acquisition, consolidation, tender,
etc.; or

(v) to offset a transaction made in error.

(b) “On the Floor” or “On-Floor” means the trading Floor of the Exchange and the premises immediately
adjacent thereto, such as the various entrances and lobbies of the 11 Wall Street, 18 New Street, 8 Broad
Street, 12 Broad Street and 18 Broad Street Buildings, and also means the telephone facilities available in
these locations.

(c) A member using a communication facility located on the Floor of the Exchange to enter an order for his
own account will be deemed to be initiating an off-Floor order if such order is routed through a clearing firm's
order room, where a time-stamped record of the order is maintained, before such order is re-transmitted to
the Floor for execution. However, an off-Floor order for an account in which a member has an interest is to be
treated as an on-Floor order if it is executed by the member who initiated it.

(d) Any order entered by a member organization for any account in which it, or any member, [allied
member or] principal executive, approved person, officer, or employee of [in] such organization [or officer or
employee thereof] is directly or indirectly interested, or for any discretionary account serviced by the member
organization, following a conversation with a member or employee in that organization who is on the Floor,
shall be deemed to be an off-Floor order, provided (i) that such order is transmitted to the Floor through an
order room or other facility regularly used for the transmission of public orders to the Floor, where a time-
stamped record of the order is maintained; or (ii) an exception from the order room transmission requirement
is available under paragraph (a) of this Rule.

(e) No member or member organization shall execute, or cause to have executed, on the Exchange, any
order for any account in which such member, member organization, or any member, [allied member or]
principal executive, approved person, officer, or employee of [in] such organization [or officer or employee
thereof] is directly or indirectly interested, or for any discretionary account serviced by the member or member
organization, in contravention of any Exchange policy against the front-running of block transactions that the
Exchange may from time to time adopt and make known to its members.

*****

Rule 304. [Allied Members and] Approved Persons

[(a) No person shall become or remain an allied member or approved person unless such person meets and
continues to meet the standards prescribed in the Rules of the Exchange.
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(b) Any natural person, not a member of the Exchange, shall become an allied member of the Exchange by
agreeing to abide by all rules adopted from time to time by the Exchange and by being either

(i) a general partner in a member organization or an employee who controls such member
organization; or

(ii) an employee of a member organization who is:

(a) a person who controls such organization, or
(b) a principal executive officer of such organization.

Such agreement to abide by the Rules shall be made by written instrument filed with the Exchange in which
the signer agrees as aforesaid. Any person registered with the Exchange in any capacity shall become an
allied member upon written notice to the Exchange that such person is included in either (i) or (ii), above.

(c) When an allied member dies or is expelled, his allied membership shall terminate.

(d) When an allied member ceases or fails to be an allied member associated with a particular member
organization, and does not forthwith qualify as an allied member associated with another member
organization continuing the business of the first member organization, his allied membership shall terminate.

(e) Any person who controls a member organization, or who engages in a securities or kindred business and
is controlled by or under common control with a member organization but is not a member or allied member
or an employee of a member organization shall apply for approval by the Exchange as an approved person
by furnishing the Exchange with such information with respect to such applicant, its history and business,
its equity-holders, officers, partners and directors, any person controlling such applicant, and such other
information as the rules of the Exchange may require. Each such applicant] A member organization must
identify each approved person to the Exchange. Each approved person shall consent to the jurisdiction of the
Exchange and shall agree to:

(1) [Supply the Exchange with information with respect to such applicant's relationship and dealings
with the member or member organization with which it is associated as the Exchange may reasonably
require to ascertain whether the applicant is in compliance with applicable provisions of Federal
Securities Laws, the rules and regulations thereunder, and the rules of the Exchange; and

(2) to] supply the Exchange with information relating to the existence of any statutory disqualification to
which the [applicant] approved person or any person associated with the [applicant] approved person
may be subject, as defined in the Securities Exchange Act of 1934; [and]

[(3)] (2) [to] abide by such provisions of the Rules of the Exchange relating to approved persons as
shall from time to time be in effect; and

[(4)] (3) [to] permit examination by the Exchange, or any person designated by it, at any time or from
time to time, of its books and records to verify the accuracy of the information required to be supplied
herein and by the Rules of the Exchange.

• • • Supplementary Material: 

.10 Notwithstanding the provisions of Rule 304[(e)(4)], no [applicant to become an approved person (the
“applicant”) or] approved person which is domiciled outside the United States shall be required to permit
examination by the Exchange, or any person designated by it, of the [applicant's or] approved person's books
and records, at its place of domicile, to verify the accuracy of information required to be supplied by the rules
of the Exchange whenever such examination would, in the opinion of the independent person or government
official (as hereinafter specified,) be contrary to the law to which the [applicant or] approved person is
subject in its place of domicile or contrary to generally accepted custom or business practice of such place.
Whenever an [applicant or an] approved person chooses to invoke the provisions of the preceding sentence
of this paragraph, the [applicant or] approved person shall, at its expense, submit to the Exchange a written
certification acceptable to the Exchange by a person deemed independent of the [applicant or] approved
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person and of its affiliated member organization, which person is recognized as an enrolled attorney or
counselor at law in such place of domicile (the “independent person”) or an appropriate governmental official
of the place of domicile stating that the examination of the books and records of the [applicant or] approved
person by the Exchange or any person designated by it at its place of domicile would be contrary to the law to
which the [applicant or] approved person is subject in its place of domicile or contrary to generally accepted
custom or business practice of such place. Whenever and so long as an approved person chooses to invoke
the provisions of the first sentence of this paragraph, the approved person shall, at its expense, submit
to the Exchange, not less frequently than annually and upon specific request by the Exchange, a written
certification acceptable to the Exchange by an independent person or a person deemed independent of the
[applicant or] approved person and its affiliated member organization which person is recognized in the place
of domicile of the [applicant or] approved person as an auditor stating that upon reasonable examination
conducted by the said person in accordance with generally accepted practices and principles prevalent in
the approved person's place of domicile, (i) in respect of any appropriately designated omnibus account
carried by the affiliated member organization for the account of the approved person but not for its benefit,
said independent person has no reason to believe that any of the persons on whose behalf and for whose
benefit any transaction was effected therein was a person associated with the approved person or its affiliated
member organization within the meaning of the Securities Exchange Act of 1934 as amended (the “Act”), or
the rules thereunder, and (ii) in respect of any account carried by the affiliated member organization in the
name and for the account and benefit of the approved person, which account reflects transactions effected in
reliance on Section 11(a)(1)(G) of the Act, the rules thereunder and, in particular, Rule 11a1-2 thereunder, the
approved person, during its preceding fiscal year, derived more than fifty percent of its gross revenues from
one or more of the sources specified in Section 11(a)(1)(G)(i) of the Act.

Rule 304A. Member [and Allied Member] Examination Requirements

(a) Every applicant for membership[, or allied membership] shall pass an examination required by the
Exchange unless such examination is waived by the Exchange.

(b) Every applicant for membership [or allied membership] shall agree with the Exchange that, unless the
appropriate qualifying examination required by the Exchange is waived, the applicant will, within three months
following six months after becoming a member [or allied member] without having passed such examination,
or upon failure to pass such examination after-not more than three attempts, whichever occurs first, cease
to be a member[ or allied member], retire as a general partner, principal executive officer, or director and if
necessary promptly dispose of sufficient voting stock as may be necessary to reduce ownership below that
level which enables such applicant to exercise controlling influence over the management or policies of the
member organization.

(c) No member [or allied member] shall undertake any active duties as a member [or allied member] until
the appropriate examination requirement is satisfied. A member who is to be active on the floor is required
to be indoctrinated under the guidance of an experienced floor member for such period of time as may be
necessary to become acquainted with floor procedures before being permitted to executed orders without
supervision.

• • • Supplementary Material: 

.10 The procedures for applying for these examinations are contained in study outlines which are available
from the Exchange.

.20 Without the consent of the Exchange, no member qualified as a floor member shall act as an office
member nor shall a member qualified as an office member act as a floor member without passing the
appropriate qualifying examination required by the Exchange.

.30 Reserved. [A floor member required to retire, under paragraph (b) of this rule, who at the time of
submitting the application was qualified as an allied member, may if the member and the member
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organization so desire, retain membership and act as an office member or dispose of the membership and
continue as an allied member in the member organization.]

.40 An office member required to retire, under paragraph (b) of this rule, who at the time of submitting the
application was qualified as a floor member, may, if the member and the member organization so desire,
retain membership and act as a floor member in the member organization.

.50 Any member [or allied member] whose sole duties are on the floor of another exchange will not be
required to pass a New York Stock Exchange examination, if a floor examination, satisfactory to this
Exchange, given by the exchange on whose floor the applicant is active, is passed.

.60 A member who applies to register as an odd-lot dealer or broker, DMM or registered trader is also
required to pass an appropriate examination in these areas as prescribed by the Exchange. (See Paragraphs
2101.10, 2103.10, and 2111.)

.70 Any member [or allied member] intending to work in the office of a member organization, who lacks
experience in the securities business and who proposes to service customers accounts may also be required
to undergo a period of training and to pass the examination for registered representatives.

.80 Any member [or allied member] who is engaged in the solicitation or handling of business in, or the
sale of, commodities futures contracts must demonstrate competency by satisfying a solicitors examination
requirement of a national commodities exchange, which examination is acceptable to the New York Stock
Exchange.

*****

Rule 308. Acceptability Proceedings

(a) The Exchange may disapprove (i) the application of a prospective member or member organization; or
(ii) the application for employment or association with a member or member organization, of any prospective
member, [allied member, approved person] principal executive, registered representative, or other person
required by the Rules of the Exchange to be approved by the Exchange; or (iii) any change in the status
of any person which change requires approval of the Exchange; or (iv) the application of any non-member
broker/dealer accessee, as provided for in the Exchange Rules, or in the Securities Exchange Act of 1934, as
amended.

(b) - (c) No change.

(d) In any proceeding under this rule involving, as an applicant therein, a prospective member, member
organization, [allied member, approved person] principal executive, or non-member broker/dealer accessee,
the members of the Acceptability Board serving on the Acceptability Committee shall be members or [allied
members] principal executives who, to the extent reasonably possible, are engaged in similar activities as
the applicant proposes to engage in, or have knowledge of those activities. In any such proceeding relating
to proposed activities on the Floor of the Exchange, all persons serving on the Acceptability Committee shall
be members active on the Floor of the Exchange. In any such proceeding relating to any other proposed
activities, all persons serving on the Acceptability Committee shall work in the offices of a member or member
organization which engages in a business involving substantial direct contact with securities customers.

*****

Rule 311. Formation and Approval of Member Organizations

(a) Any person who proposes to form a member organization [and any member organization which proposes
to admit therein any approved person] shall notify the Exchange in writing before any such formation [or
admission], pay any applicable fee and shall submit such information as may be required by the Rules of the
Exchange. No such member organization shall become or remain a member organization unless all approved
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persons [required to be approved are so approved and] execute [such] agreements with the Exchange as
required by [the] Rule[s] 304 [of the Exchange may prescribe].

(b) The Board of Directors shall not approve a partnership or corporation as a member organization unless:

(1) each director of such corporation is a member, principal executive or an approved person; and
(2) every person who controls such corporation is a member, principal executive or approved person;

and
(3) every natural person who is a general partner in such partnership is a member or principal

executive and every other person who controls such partnership is a member, principal executive or
approved person; and

(4) [every person who engages in a securities or kindred business and is controlled by or under
common control with such partnership or corporation is an approved person] every approved person
of the member organization meets the requirements of Rule 304; and

(5) The Board of Directors of such corporation designates “principal executives”; and
(6) such partnership or corporation complies with such additional requirements as the rules of the

Exchange may prescribe.
(7) every employee who is associated as a member with such member organization is designated with

a title, such as vice president, consistent with his responsibilities and the usage of titles within such
organization.

(c) - (g) No change.

……Supplementary Material:

.10 Rescinded effective February 15, 1979. (See Rule 351 for reporting requirements.)

.11 Application.—The papers required to be submitted prior to approval of the formation or admission of a
member organization are as follows:

(1) Letter giving name and address of proposed or existing organization, date of proposed formation or
admission, and names of all proposed or present officers and other parties required to be approved
by the Exchange under Rule[s 304 and] 311; and

(2) individually executed applications by all parties whose approval by the Exchange is required.

The papers required to be submitted prior to approval of the admission to an existing member organization of
any party requiring the approval of the Exchange under Rule[s 304 and] 311[,] are as follows:

(1) Letter stating name of such proposed party and proposed date of admission to member
organization; and

(2) an individually executed application by such proposed party.

.12 Authorization and Statement of Understanding.—Authorization and Statement of Understanding—
Each member organization, or proposed member organization, must submit the following authorization and
statement of understanding executed by each natural person [requiring the approval of the Exchange under
Rule 304] who is an approved person under Rule 2(c):

“In connection with my current application, I authorize the New York Stock Exchange, Inc. and any
agent acting on its behalf, to conduct an investigation of my character, credit worthiness, ability,
business activities, educational background, previous employment and reasons for termination thereof.

“I authorize and request any and all of my former employers, and any other person to furnish to the
Exchange, and any agent acting on its behalf, any information that they may have concerning my
character, credit worthiness, ability, business activities, educational background, general reputation,
previous employment and reasons for termination thereof … Moreover, I hereby release each such
employer and each such other person from any and all liability of whatsoever nature by reason of
furnishing such information to the Exchange and any agent acting on its behalf.
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“Further, I recognize that I will be the subject of an investigative report ordered by the Exchange
and acknowledge that I have been informed of my right to request information from the Exchange
concerning the nature and scope of the investigation requested.”

.13 Agreement with the Exchange.—Each member corporation and each member [and approved person] of
the corporation must agree with the Exchange that if any person required to be approved by the Exchange
as a member [or approved person] fails or ceases to be so approved, the corporation may be deprived by the
Exchange of all the privileges of a member corporation unless the corporation redeems or converts the stock
held by such person as required under Rule 312.

.14 - .17 No change.

*****

Rule 402. Customer Protection—Reserves and Custody of Securities

(a) General Provisions

Each member organization shall obtain custody and control of securities and maintain reserves as prescribed
by Rule 15c3-3 promulgated under the Securities Exchange Act of 1934. For the purpose of this Rule the
definitions contained in such Rule 15c3-3 shall apply.

(b) Agreements for Use of Customers' Securities

No member organization shall lend, either to itself as a broker-dealer or to others, securities which are held
on margin for a customer and which are eligible to be pledged or loaned, unless such member organization
shall first have obtained a written authorization from such customer permitting the loan of such securities by
the member organization.

• • • Supplementary Material 

.30 Securities Callable in Part.—Member organizations which have in their possession or under their control
bonds or preferred stocks of issues which are callable in part, whether specifically set aside or otherwise,
shall identify each such bond or preferred stock so that their records shall clearly show for whose account it is
held, except in the case of:

(a) bonds, interest upon which has not been paid for at least two interest periods;

(b) Euro-Dollar bonds deposited in a central clearing facility for Euro-Dollar bonds, provided:

(1) customers are notified before deposit that their bonds may be deposited in the facility, and
(2) the member organization on behalf of its customers has the right to withdraw uncalled bonds from

the facility at any time.

(c) bonds or preferred stocks, provided:

(1) the member organization has adopted an impartial lottery system in which the probability of a
customer's bonds or preferred stocks being selected as called is proportional to the holdings of all
customers of such securities held in bulk by or for the member organization;

(2) the member organization will withdraw such securities from any depository for the central handling
of securities prior to the first date on which such securities may be called unless said depository has
adopted an impartial lottery system which is applicable to all participants whereby the called amount
of the securities deposited with the depository is allocated among said participants;

(3) the systems and the manner in which such securities are held as referred to in (c)(1) and (c)(2) and
the right of customers under subparagraph (C)(4) are disclosed to all customers prior to the member
organization's depositing in bulk or prior to the customer purchasing such securities, such disclosure
to be made in writing prior to deposit or purchase except in the case of a new account, provided
notice as herein described is sent to the customer prior to settlement date; and
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(4) customers have the right to withdraw uncalled fully paid securities from the firm at any time prior to
a partial call, and also to withdraw excess margin securities provided that the customers' accounts
are not subject to restriction under Regulation T or such withdrawals will not cause a Rule 431
undermargined condition.

In the event there is any call of such securities referred to in (b) and (c) above which is favorable to the called
parties, the member organization shall not allocate any such called securities to any account in which it or
its general, limited, or special partners, officers, directors, approved persons, affiliates or employees have an
interest until all other customers' positions in such securities have been satisfied.

*****

Rule 410A. Automated Submission of Trading Data

A member or member organization shall submit such of the following trade data elements specified below
in such automated format as may be prescribed by the Exchange from time to time, in regard to such
transaction or transactions as may be subject of a particular request for information made by the Exchange:

(a) If the transaction was a proprietary transaction effected or caused to be effected by the member or
member organization for any account in which such member or member organization, or any member,
[allied member] principal executive, approved person, partner, officer, director, or employee [thereof] of such
member organization, is directly or indirectly interested, such member or member organization shall submit or
cause to be submitted the following information:

*****

Rule 422. Loans of and to Directors, etc.

Without the prior consent of the Exchange LLC Board of Directors no member of the boards of directors
or of any committee of, NYSE Euronext, Exchange LLC, NYSE Market, and NYSE Market Regulation and
no officer or employee of NYSE Euronext, Exchange LLC, NYSE Market, and NYSE Market Regulation
shall directly or indirectly make any loan of money or securities to or obtain any such loan from any member
organization member, [allied member] principal executive, approved person, employee or any employee
pension, retirement or similar plan of any member organization unless such loan be (a) fully secured by
readily marketable collateral, or (b) made by a director or committee member to or obtained by a director
or committee member from the member organization of which he is a member, [allied member] principal
executive, or employee or from a member, [allied member] principal executive, or employee therein.

*****

Rule 460. DMMs Participating in Contests

(a) No DMM member or his or her DMM unit or any other member, [allied member] principal executive, or
officer or employee of such DMM unit shall participate in a proxy contest of a company if such DMM member
is registered in the stock of that company.

DMMs as Directors

(b) No DMM member or his or her DMM unit or any other member, [allied member] principal executive, officer
or employee of such DMM unit shall be a director of a company if such DMM member is registered in the
stock of that company.

• • • Supplementary Material: __________________

.10 Control relationships—Business transactions—Finder's Fees.—

(a)(1)A DMM unit shall report the beneficial ownership of more than 5% of the outstanding shares of any
equity security that is allocated to that unit. A DMM unit shall update any report if its beneficial ownership is
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reduced below 5% or exceeds 10% of the outstanding shares of any equity security that is allocated to that
unit.

(2) The reporting obligation in (a)(1) shall not apply if the security is:

(i) a convertible or derivative security, American Depositary Receipt, Global Depositary Receipt, or
similar instrument, unless the conversion or redemption of such security would directly or indirectly
cause the DMM unit to have a position in any security allocated to the DMM unit that is in excess of
the limits set forth in section (a)(1) of this Rule;

(ii) an investment company unit or Trust Issued Receipt, unless the conversion or redemption of such
security would directly or indirectly cause the DMM unit to have a position in any security allocated
to the DMM unit that is in excess of the limits set forth in section (a)(1) of this Rule; or

(iii) a security, such as a currency warrant, that trades in relationship to the value of that underlying
currency, or a security, such as an index warrant, that trades in relationship to the value of that
underlying index.

(3) A DMM unit may not in any event acquire directly or indirectly the beneficial ownership of more than
25% of any security allocated to that unit or any security specified in (a)(2)(i), (ii), or (iii) of this Rule. This
provision applies regardless of whether the beneficial ownership is acquired for investment, trading, or any
other purpose.

(b)(1) No DMM unit or any other member, [allied member] principal executive, officer or employee thereof
shall engage in any business transaction (including loans, etc.) with any company in whose stock the DMM is
registered, or accept a finder's fee from such company, except as provided below.

(2) Notwithstanding the provision in (b)(1) above, a DMM registered in a security issued by an investment
company may purchase and redeem the listed security, or securities that can be subdivided or converted into
the listed security, from the issuer as appropriate to facilitate the maintenance of a fair and orderly market in
the subject security.

(3) The provisions of (b)(1) shall not apply to the receipt of routine business services, goods, materials, or
insurance, on terms that would be generally available.

.11 Definition of an Investment Company Unit.—The term “Investment Company Unit” in paragraph .10
above shall be the same as that in Section 703.16 of the Listed Company Manual.

.12 Definition of a Trust Issued Receipt.—The term “Trust Issued Receipt” in paragraph .10 above shall be
the same as that in Rule 1200.

.20 The restrictions in paragraph .10 above relating to business transactions between a DMM or his or her
DMM unit or any other member, [allied member] principal executive, officer or employee thereof shall not
apply to Investment Company Units (as defined in paragraph 703.16 of the Exchange's Listed Company
Manual), Trust Issued Receipts (defined in NYSE Rule 1200), and derivative instruments based on one or
more securities, currencies or commodities (collectively referred to as Exchange-Traded Funds or “ETFs”), if
the following conditions are met:

(i) the DMM or his or her DMM unit or any other member, [allied member] principal executive, officer
or employee thereof only enters into the business transaction with the sponsor of the ETF and the
sponsor is not involved in the day-to-day administration of the ETF; and

(ii) any fee or other compensation in connection with the business transaction paid to the DMM or his
or her DMM unit or any other member, [allied member] principal executive, officer or employee thereof
must not be dependent on the trading price or daily trading volume of the ETF; and

(iii) the DMM or his or her DMM unit or any other member, [allied member] principal executive, officer
or employee thereof must notify and provide a full description to the Exchange of any business
transaction or relationship, except those of a routine and generally available nature as described in
paragraph .10 above, it may have with any sponsor of an ETF that he or it is registered as DMM in.
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.30 No change

*****

Rule 476A. Imposition of Fines for Minor Violation(s) of Rules

*****

• Reporting rule violations (Rules 97.40, 104A.50, 107A.30, 112A.10, 304[(h)(2)], 312(a), (b) & (c), 313,
345.12, 345.17, 346(c), 351, 421, 440F, G & H, 706, 4110.01, 4521, and 4560(a))

*****

Rule 1301. streetTRACKS® Gold Shares: Securities Accounts and Orders of DMMs

(a) The member organization acting as DMM in streetTRACKS® Gold Shares is obligated to conduct all
trading in the Shares in its DMM account, subject only to the ability to have one or more investment accounts,
all of which must be reported to the Exchange. (See Rules 104.12 and 104.13.) In addition, the member
organization acting as DMM in streetTRACKS® Gold Shares must file with the Exchange in a manner
prescribed by the Exchange and keep current a list identifying all accounts for trading physical gold, gold
futures or options on gold futures, or any other gold derivatives, which the member organization acting as
DMM may have or over which it may exercise investment discretion. No member organization acting as DMM
in streetTRACKS® Gold Shares shall trade in physical gold, gold futures or options on gold futures, or any
other gold derivatives, in an account in which a member organization acting as DMM, directly or indirectly,
controls trading activities, or has a direct interest in the profits or losses thereof, which has not been reported
to the Exchange as required hereby.

(b) In addition to the existing obligations under Exchange rules regarding the production of books and records
(see, e.g., Rule 476(a)(11)), the member organization acting as DMM in streetTRACKS® Gold Shares shall
make available to the Exchange such books, records or other information pertaining to transactions by such
entity or any member, [allied member] principal executive, approved person, registered or non-registered
employee affiliated with such entity for its or their own accounts in physical gold, gold futures or options on
gold futures, or any other gold derivatives, as may be requested by the Exchange.

*****

NYSE Rule Interpretations

*****

Rule 304 [ ALLIED MEMBERS AND] APPROVED PERSONS

[(b) Allied Members

/01 Allied Membership Eligibility

The following types of natural persons must qualify as allied members:

• a general partner of a member firm.
• an employee of a member organization who receives 25% or more of its net profits.
• an employee of a member organization who controls such partnership by virtue of

having senior executive responsibility for such areas as: operations, compliance,
finances and credit, sales underwriting, research, and administration.

• a principal executive officer of a member corporation or another natural person
occupying a similar status or performing similar functions.

• a director of a member corporation or another natural person occupying a similar status
or performing similar functions who is also an employee of that corporation.
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• an employee of a member organization who owns 25% or more of its voting interest.]

(h) Approved Persons

/01 Criteria for Controlling Persons

In determining which persons controlling a member organization, above the level of the direct
parent(s), are to be required to be registered with the Exchange as Approved Persons, the
following criteria generally will be utilized:

• the percentage of control exerted by the “person” (see Rule 2 for rebuttable
presumption of “control”);

• the nature of such person's relationship with other persons in control of the member
organization (this factor is meant to prevent the formulation of phantom controlling
entities and to address the groupcontrol issue);

• the relative relationship of the person's interest in the member organization to such
person's overall assets and liabilities;

• the extent of such person's dealings in securities with or through the member
organization;

• whether such person is or is required to be registered with the SEC as a broker or
dealer;

• the nature of the person's business (see Rule 2 definition of “securities or kindred
business”); and

• the extent of such person's active participation in the business operations and daily
management of the member organization (and of the member organization's direct
parent(s)).

N.B.Rule 346(f) prohibits a member organization from having associated with it any person who
is subject to a statutory disqualification.

[Rule 304A ALLIED MEMBER EXAMINATION REQUIREMENTS

(a), (c)/01 Allied Member Examinations

An allied member applicant will generally be required to pass an examination acceptable to the
Exchange which pertains to knowledge of his or her functional responsibility. The responsibilities of an
allied member candidate must be disclosed at the time the application is submitted to the Exchange
for approval. The Exchange will review the proposed duties of an allied member applicant and will
designate an examination or examinations which must be passed before the applicant may undertake
to function as an allied member with the member organization.

/02 Notification of Significant Change of Functions

Paragraph (c) of Rule 304A prohibits an allied member from undertaking any duties as such until the
appropriate examination requirement is satisfied. This includes situations wherein an allied member is
to assume responsibilities significantly different from those currently performed and which could subject
the allied member to an additional examination requirement. Prompt notice to the Exchange must be
given before any change in responsibilities is undertaken in order that a determination for this purpose
may be made.

/03 Waiver of Examination Requirements

Waivers of examinations for allied members will be considered on a case bycase basis. The Exchange
will consider such factors as educational and employment background, other examinations passed and
the skills necessary to serve in the capacity intended.]
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*****

AP Form

This Form is to be completed by Non-Natural Persons seeking Approved Person status and for whom the
required disclosure information is not available on Web CRD®.

Instructions

Prior to completing this form, the Non-Natural Person seeking Approved Person status (“Applicant”) should
be familiar with the New York Stock Exchange, LLC (“NYSE”) and NYSE Amex, LLC (“NYSE Amex”)
(collectively, the “Exchange”) Rules, particularly those relating to “Approved Persons,” including but not
limited to Rules 2 and 304.

▪ A copy of the completed Form must be retained by the Applicant and the member organization
with which the Applicant is or will be associated (“Member Organization”).
▪ To the extent necessary, provide additional information via a separate attachment referencing the
section and question to which the additional information applies.
▪ The list of Approved Persons must be kept up-to-date with the Exchange and FINRA.

• A new AP Form should be completed upon the occurrence of a change (e.g., a change in
ownership, a new Approved Person)

• The elimination of an existing Approved Person should be provided to the Exchange and
FINRA in writing (email is acceptable)

• Notification of changes should be provided to the Exchange (crs@nyx.com) and FINRA
(Q&RNY@finra.org) within 30 days

▪ Please refer to Information Memo 12-10: http://www.nyse.com/nysenotices/nyse/information-
memos/list

For Applicants associated with firms seeking NYSE/NYSE Amex Equities membership, please email a
signed and completed copy of the AP Form to Client Relationship Services at crs@nyx.com.

For Applicants associated with existing Exchange member organizations, please email a signed
and completed copy of the AP Form to FINRA, Qualifications & Registration Department at
Q&RNY@finra.org.

Section I

1. Full Name of the Applicant:
_____________________________________________________________

2. If applicable, Web CRD # of the Applicant:
_________________________________________________

3. Full name and Web CRD # of the Member Organization with which the Applicant is or will be
associated:

Member Organization:
__________________________________________________________________

Web CRD#:
__________________________________________________________________________
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4. Approved Person Status is requested pursuant to the rules of the Exchange because the Applicant:

□ controls the Member Organization
□ is engaged in a securities or kindred business and is controlled by the Member
Organization
□ is a U.S. registered broker-dealer and is under common control with the Member
Organization

5. Is the applicant subject to a Statutory Disqualification - as the term is defined in Section 3(a)(39) of
the Securities Exchange Act of 1934?

□ Yes
□ No

If an Applicant or any person associated with the Applicant, subsequently become subject to a
Statutory Disqualification after initial approval, this information must promptly be communicated to
the Exchange by sending notification to FINRA at Q&RNY@finra.org - see Rules 304 and 4530.

Section II

1. Address of Applicant's principal place of business (complete address of actual location):
___________________________________________________________________________________

2. Date and place of incorporation or jurisdiction under the laws of which Applicant was formed:
___________________________________________________________________________________

3. Indicate whether the Applicant has operated under any other names and identify all such names:
___________________________________________________________________________________

Section III

By signing below, the Applicant represents and acknowledges the following:

The Applicant is not relying upon the Exchange to provide any information concerning or relating to the
Member Organization and agrees that the Exchange has no responsibility to disclose to the Applicant any
information concerning or relating to the Member Organization that it may have now or obtain at any future
time. The Applicant agrees for itself, its personal representatives, successors and assigns that neither the
Exchange, nor any investor, officer, trustee, agent, nor employee of said Exchange shall be liable to the
Applicant with respect to the Applicant's investment or interest in the Member Organization or with respect to
any repayment of any such investment or interest.

It is understood that the statements made in connection with this Form will be relied upon by the Exchange
and may be verified by investigation. The Applicant declares that all such statements are true, complete,
current and accurate. It is also recognized that the Exchange reserve the right to request additional
information.

The Applicant undertakes and agrees to subject itself to the jurisdiction of the Exchange and to abide by such
provisions of the Rules of the Exchange as would at any time apply to an “Approved Person” as such term is
defined in Rule 2 of the Exchange.

The Applicant hereby agrees to comply with the relevant provisions of the Securities Exchange Act of
1934, as amended, and the Rules and Regulations thereunder, and to furnish said Exchange with such
information with respect to the Applicant's relationship and dealings with its affiliated member organization as
the Exchange may require, to supply the Exchange with information relating to the existence of any “statutory
disqualification” (as such term is defined in Section 3(a)(39) of the Securities Exchange Act of 1934, as
amended) to which the Applicant or any person associated therewith may be subject, to permit examination
by the Exchange or its designee of Applicant's books and records in order to verify the accuracy of the
aforesaid information, and to subject itself to and abide by the Exchange' disciplinary authority.
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Applicant represents that except as is specifically indicated on this form or any supplement thereto,
neither it nor any person associated therewith is subject to a statutory disqualification. (See Section
3(a)(39) of the Securities Exchange Act of 1934, as amended).

Applicant covenants and agrees that the foregoing statements, warranties, representations and undertakings
will continue to apply with full force and effect notwithstanding that the Member Organization may have
changed its name or form of organization, or legal status (but has retained its same SEC Broker Dealer
number) unless Applicant shall have otherwise notified the Exchange, in writing.

Signature: ______________________________________________________________

Date: __________________________

(A Duly Authorized Executive Officer, Senior Partner, Managing Member or equivalent of the Applicant)

Printed Name: __________________________________________________________

Title: __________________________________________________________________

Web CRD# (if applicable): _________________________________________________

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release Nos. 66709 (April 2, 2012), 77 FR 20870 (April 6, 2012) (SR-
NYSE-2012-06) and 66710 (April 2, 2012), 77 FR 20869 (April 6, 2012) (SR-NYSEAmex-2012-12).

2  The Exchange has not amended the definitions of "person" (Exchange Rule 2(d)), "control" (Exchange
Rule 2(e)), or "engage in a securities or kindred business" (Exchange Rule 2(f)).
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 12-9

Click to open document in a browser

March 30, 2012

   TO: ALL NYSE AND NYSE AMEX EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW RULE 80B CIRCUIT BREAKER LEVELS FOR SECOND QUARTER 2012

EFFECTIVE April 1, 2012 through June 30, 2012

Rule 80B trading halts will be triggered when the Dow Jones Industrial Average (“DJIA”) declines below its
closing value on the previous trading day by:

1,300 points (Level 1)

2,600 points (Level 2)

3,900 points (Level 3)

NYSE and NYSE Amex Equities Rule 80B

Whenever a Rule 80B circuit breaker is in effect, trading in all stocks on NYSE and NYSE Amex Equities will
halt for the time periods specified below.

Level 1 Halt

anytime before 2:00 p.m. - one hour;

at or after 2:00 p.m. but before 2:30 p.m. - 30 minutes;

at or after 2:30 p.m. - trading shall continue, unless there is a Level 2 Halt.

Level 2 Halt

anytime before 1:00 p.m. - two hours;

at or after 1:00 p.m. but before 2:00 p.m. - one hour;

at or after 2:00 p.m. - trading shall halt and not resume for the rest of the day.

Level 3 Halt

at any time - trading shall halt and not resume for the rest of the day.

A complete discussion of the calculation of trigger values for Rule 80B was published in NYSE Information
Memo No. 98-15, dated April 13, 1998.

Questions concerning this Information Memo should be directed to Patricia Bergholc, FINRA Market
Regulation, at (917) 281-3054, or David De Gregorio, NYSE Regulation, at (212) 656-4166.

______________________________

NYSE Regulation, Inc

NYSE and NYSE Amex Equities Rule 80B

Effective through 6/30/12

Point Decline in DJIA:

Level 1 Before At or After 2:00 At or After
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2:00 p.m. p.m.
but Before
2:30 p.m.

2:30 p.m.

1,300 1 hour 30 minutes No halt unless
reach Level 2

* * * * * * * * * *
Level 2 Before

1:00 p.m.
At or After 1:00
p.m. but Before

2:00 p.m.

At or After
2:00 p.m.

2,600 2 hours 1 hour Halt, and not resume
* * * * * * * * * *

Level 3
3,900 At any time: halt and not resume

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 12-8

Click to open document in a browser

March 14, 2012

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, CHIEF OPERATIONS OFFICER,
OPERATIONS PARTNER AND LEGAL AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: QUARTERLY EXPIRATION DAY-March 16, 2012

• Purpose

Friday, March 16, 2012, will be a quarterly Expiration Day for stock and index options and futures products
whose settlement pricing is based upon New York Stock Exchange LLC (“NYSE”) and NYSE Amex Equities
LLC (“NYSE Amex Equities”) (collectively, the “Exchanges”) opening or closing prices on that day. This
Information Memorandum reminds members and member organizations of certain NYSE and NYSE Amex
Equities rules and policies regarding opening imbalance publications, entry and cancellation of market-on-
close/limit-on-close (“MOC/LOC”) and closing offset (“CO”) orders, publication of on-the-close imbalances,
and printing the closing transaction.

II. Expiration Day Opening Imbalance Publication

Members and member organizations are reminded that the regular pre-opening procedures outlined in Rules
15 (Pre-Opening Indications) and 123D (Openings and Halts in Trading) apply on the March 16 Expiration
Day. Accordingly, Designated Market Makers (“DMMs”) should publish indications as promptly as practicable
and are reminded of their additional obligations under Rule 123D to publish one or more indications, under
the supervision of a Floor Official, in situations where the opening price would be affected by an imbalance of
market and limit buy and sell orders in a security.

In the event that one or both of the Exchanges invokes its exemptive powers under Rule 48 (Exemptive
Relief - Extreme Market Volatility Condition), the terms of that rule would govern the obligation to publish pre-
opening indications.

III. Rules and Policies Relating to the Close

A. MOC/LOC and CO Order Entry and Cancellation

Members and member organizations are reminded that the provisions of Rule 123C (Closing Procedures)
apply to the Close on the March 16 Expiration Day. While the Exchanges expect systems to operate
normally on March 16, in the unlikely event of a systems interruption leading into or at the Close, the Closing
Procedures set out in Rule 123C would operate as if the Exchanges had declared a regulatory halt in one or
more securities.

In the event that one or both of the Exchanges invoke its exemptive powers under Rule 123C(9) (Closing
Procedures - Extreme Order Imbalances at or Near the Close), the terms of that rule would govern the
handling of orders at the Close. See Section III. D, below.

In connection with the entry of MOC/LOC and CO orders, members should pay particular attention to the
following:

•
• A “published imbalance” is an imbalance that has been disseminated to the Tape. An

imbalance announced verbally or physically posted at the panel is not considered to
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be a published imbalance. See Section III. B, below. The Exchanges' Order Imbalance
Information product, a data feed of real-time order imbalances that accumulate prior to
the opening and the closing of trading on the Exchanges, does not constitute a “published
imbalance.”

• Brokers and traders are reminded that, while they should enter orders as early in the day
as possible, all MOC/LOC orders (unless entered to offset a published imbalance) must
be entered electronically by 3:45 p.m. Entering MOC/LOC orders early provides DMMs
with the opportunity to more quickly identify and disseminate potential order imbalances
that might exist at the Close. This, in turn, enables brokers and traders to more effectively
identify potential offsetting customer interest that could mitigate any imbalance. MOC/LOC
and CO orders entered prior to 3:45 p.m. may be canceled or reduced prior to that time for
any reason.

• After 3:45 p.m. Exchange systems will accept only MOC/LOC orders that offset a
published imbalance and CO orders may be entered in any amount on either side of the
market.

• Between 3:45 p.m. and 3:58 p.m., MOC/LOC and CO orders may be canceled or reduced in size

only to correct a legitimate error. 1   This also applies to instances where cancel/replace functionality
is used.

• FINRA will continue to closely monitor the cancellation of MOC/LOC and CO orders.
• After 3:58 p.m., MOC/LOC and CO orders may not be cancelled or reduced in size for any

reason except in accordance with Rule 123C(9). See Section IV(D), below.
• In the event of a trading halt effective at 3:45 p.m. or later, MOC/LOC orders may be

entered only to offset a published imbalance. CO orders, however, may be entered in any
amount on either side of the market. See Rule 123C(2)(c).

B. Imbalance Publications 2 

Rule 123C(5) provides for the publication of order imbalances as described below. In addition, members
and member organizations may refer to the attached quick-reference page for a summary of the times and
requirements for imbalance publications. DMMs are reminded that erroneous imbalance publications must be
corrected as soon as practicable.

• Informational Imbalance Publications between 3:00 p.m. and 3:45 p.m.

Between 3:00 p.m. and 3:45 p.m., DMMs are encouraged to issue Informational Imbalance Publications
of any size if they believe that there could be significant price dislocation at the Close. These publications
are informational only and do not limit MOC/LOC or CO order entry or cancellation before 3:45 p.m.
DMMs who wish to issue an Informational Imbalance Publication must obtain prior approval from a Floor
Official or qualified Exchange employee (see Rule 46.10) prior to issuance. Floor Official approvals to
issue Informational Imbalance Publications should be recorded in the Floor Official Request Tracking
Engine (“FORTÉ”). Members should state the proposed imbalance information and note any other relevant
information (e.g., average daily trading volume (“ADTV”), size, or degree of impact) in connection with the
request.

• Mandatory MOC/LOC Imbalance Publications at 3:45 p.m.

As soon as practicable after 3:45 p.m., any MOC/LOC imbalance of 50,000 shares or more for NYSE-listed
securities, and 25,000 shares or more for NYSE Amex Equities-listed securities, will be published by the
Exchange. Other significant imbalances of lesser size (i.e., less than 50,000/25,000 shares but significant
relative to the ADTV of a particular security) may be published by the DMM with Floor Official or qualified
Exchange employee approval. As with Informational Imbalance Publications, Floor Official approvals to
issue certain Mandatory MOC/LOC Imbalance Publications should be recorded in FORTÉ and members
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should state the proposed imbalance information and note any other relevant information (e.g., ADTV, size, or
degree of impact) in connection with the request.

In addition, any Informational Imbalance Publication issued prior to 3:45 p.m. must be updated. An imbalance
of 50,000 shares (NYSE)/25,000 shares (NYSE Amex Equities), or more will be published. If there is an
imbalance of any lesser size that is significant relative to the ADTV of the stock, it may be published by
the DMM with Floor Official or qualified Exchange employee approval. If there is no such imbalance, a “no
imbalance” indication must be issued by the DMM.

• Mandatory MOC/LOC Imbalance Publications after a Trading Halt

If a trading halt is in effect at 3:45 p.m. but is lifted prior to the Close, any MOC/LOC imbalance of 50,000
shares (NYSE)/25,000 shares (NYSE Amex Equities), or more will be published, and any imbalance of
lesser size if significant relative to the ADTV may be published by the DMM as soon as possible after trading
reopens, subject to prior Floor Official or qualified Exchange employee approval. If the trading halt is not lifted
before the Close, there will not be any imbalance publications.

• Exchange Publication of Order Imbalance Information

In addition to the Informational Imbalance and Mandatory MOC/LOC Imbalance Publications described
above, the Exchanges also make available real-time Order Imbalance Information prior to the Close in
accordance with Rule 123C(6). These publications take place approximately every five (5) seconds between
3:45 p.m. and 4:00 p.m. The Order Imbalance Information publications use a reference price in order to
indicate how many shares would be needed to close the security at that price, including MOC, marketable
LOC and CO orders. (For more information on how the reference price is determined, see Rule 123C(6)(a)
(iii)). Beginning at 3:55 p.m., the Order Imbalance Information publications also include stop orders, d-Quotes

and all other e-Quotes containing pegging instructions eligible to participate in the closing transaction. 3 

As noted above, Order Imbalance Information publications are solely for informational purposes and off-
setting MOC/LOC interest must not be submitted in response to Order Imbalance Information publications.
Off-setting MOC/LOC interest may be submitted only as described in this memo in response to a Mandatory
MOC/LOC Imbalance Publication issued at 3:45 p.m. or after a trading halt in accordance with Rule 123C(2).

• Printing the Closing Transaction

a. Rules 116.40 and 123C(8)

DMMs are reminded that the closing transaction must be printed consistent with Rules 116.40 and 123C(8)

and must accurately reflect both the closing price and closing volume when printing the closing transaction. 4 

• Verbal Interest and e-Quotes at the Close

DMMs should take all interest, including verbal, e-Quoted and Display Book interest, into account when
formulating the Close. Depending on whether it is marketable or not, verbal interest may be handled
differently than e-Quoted interest at the Close. Marketable verbal interest is included with all market and MOC
interest at the Close, while limited verbal interest and e-Quotes are on parity with limit orders. DMMs are
reminded that verbal interest from a Floor broker should be handled one of two ways: entered into GTM by
NYSE Floor Operations staff or into the crowd field of the Closing template by the DMM.

Pursuant to Rule 342, members and member organizations must ensure that they have adequate written
policies and procedures in place to detect, deter and prevent conduct inconsistent with the guidance set forth
above. Any member who believes that the above procedures have not been adhered to should report their
concern to the FINRA On-Floor Surveillance Unit.

• Orders to Offset MOC/LOC Imbalances at the Close to Mitigate Price Disparity
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Rule 902 (Off Hours Trading Orders) provides for entry of orders after the Close. Rule 902(a)(ii)(B) permits
DMMs to include in the calculation of the Close legitimate market interest that has agreed to offset all or part
of any MOC imbalance that existed prior to the Close at 4:00 p.m. The DMM's use of this offsetting interest
to minimize significant price dislocation on the Close will result in a closing-price coupled order between the
DMM and member, member organization or customer. If the member, member organization or customer
agrees, the DMM may include this interest in offsetting an imbalance when setting the closing price and
increase DMM participation in the closing print to the extent of the new contra interest. In this way the DMM
will liquidate or cover the related dealer position, and the member, member organization or customer will
acquire the position. Such closing-price coupled orders are executed at the Ramp.

It is important to note that Rule 902 may not be relied on for the entry of an order after the Close when there
is no MOC/LOC imbalance or when the imbalance would not result in volatility and/or price dislocation. In
addition, it cannot be used if the Close has already been printed.

• Extreme Order Imbalances at or Near the Close

In order to avoid significant dislocation in the closing price that may result from an order entered or
represented at or near the Close, Rule 123C(9) permits the Exchanges, on a security-by-security basis,
to temporarily suspend the hours of operation under Rule 52 so that offsetting interest may be solicited
from both on-Floor and off-Floor participants and entered to reduce the size of the imbalance. Extensions
of trading under Rule 123C(9) may be designated by the Exchange for a specific time period up to 30
minutes after the scheduled close. Off-setting interest is solicited using Exchange Trader Updates as well
as messages sent directly to Floor broker hand-held devices. These Exchange-issued solicitation requests
include information regarding security symbol, the imbalance amount and side, the last sale price, and a
designated order acceptance cutoff time (generally five minutes from the issuance of the solicitation request).
Offsetting interest submitted in response to an Exchange-issued solicitation request must be a limit order
priced no worse than the last sale, irrevocable and entered no later than the order acceptance cut-off time
indicated in the solicitation request. Exchange systems will accept interest entered electronically after 4:00
p.m. only if Rule 123C9(a)(1) is invoked.

Exchange systems will not verify side or price, and will not block post-4:00 p.m. cancellation of interest
submitted under this rule. Therefore, member and member organizations entering such interest are
responsible for ensuring compliance with the rule, such that the only interest that may be entered in response
to such a solicitation request is: (i) offsetting; (ii) a limit order priced no worse than the last sale price; and (iii)
not cancelled.

Rule 123C(9) also permits temporary suspension of the prohibition on the cancellation or reduction of a MOC/
LOC order after 3:58 p.m. where there is a legitimate error in such an order and the execution of the order
would cause significant price dislocation at the Close.

Only the DMM assigned to a particular affected security may request relief under Rule 123C(9). A request
for relief under Rule 123C(9) must be approved and supervised by an Executive Floor Governor or qualified
NYSE Euronext employee and supervised by a qualified Exchange officer, as defined in Rule 48(d). All Rule
123C(9)-related approvals should be recorded in FORTÉ.

Failure to comply with these requirements for entering interest in response to a solicitation request is a
violation of Exchange rules and may result in disciplinary action. See Information Memoranda 09-20 (May 5,
2009), http://www.nyse.com/nysenotices/nyse/informationmemos/pdf?memo_id=09-20 and 10-52 (December
22, 2010), http://www.nyse.com/nysenotices/nyse/information-memos/detail?memo_id=10-52.

IV. Adequacy of Operations and Supervisory Staff

All members and member organizations, including DMMs, should ensure that both operational and
supervisory staffing on and around the March 16 Expiration Day will be sufficient to monitor and process
all orders, regardless of the form in which they are received, as well as to handle the anticipated increased
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workload. All members and member organizations should also review their systems to ensure that they have
adequate capacity to handle the expected increase in volume. For example, DMM firms should review their
DMM Unit algorithm to ensure that they meet their obligations to maintain a fair and orderly market. DMMs
are reminded to seek the advice of a Floor Official regarding any unusual situations as quickly as possible.

V. Supervision

• Review of Policies and Procedures

In view of increased automated order delivery, e-Quoting and automatic execution, members and member
organizations should carefully review their procedures as well as their supervisory systems for handling
orders in connection with the March 16 Expiration Day. Specifically, members and member organizations
should review their practices for handling orders at or near the Close. Reviews should include both manual
orders and those handled systemically, such as orders that are handled by a computer algorithm. In addition,
members and member organizations should take all necessary steps to ensure that the relevant trading and
back-office staffs are familiar with firm procedures for handling orders at or near the Close. Members and
member organizations should also be mindful of the guidance issued in Information Memo 09-22 (May 28,
2009), http://www.nyse.com/nysenotices/nyse/informationmemos/pdf?memo_id=09-22 regarding procedures
for escalating and addressing inquiries arising from real-time regulatory or trading issues.

In addition, members and member organizations are reminded of their obligation to have adequate
systems and controls relating to the use of firm systems by correspondents or others. Please consult
Information Memo 11-13 (May 16, 2011), http://www.nyse.com/nysenotices/nyse/information-memos/pdf?
memo_id=11-13 for more information.

• Adequacy of Compliance Program

Members and member organizations are also reminded to ensure that they have a robust compliance
program that includes adequate written policies, procedures and supervisory controls to monitor for
compliance with Rule 123C and the guidance contained in this Information Memo. Policies and procedures
must be adequate to ensure that all procedures related to MOC/LOC orders are appropriately followed, and to
detect and deter any actions that may violate NYSE, NYSE Amex and/or SEC rules.

C. Due Diligence Requirements

Consistent with the requirements of Rule 405, before any at-the-close order is transmitted to the Floor the
member or member organization accepting the order must exercise due diligence to learn the essential
facts relative to the order, including the purpose and propriety of the at-the-close instruction. In addition, an
imbalance of orders at or near the Close, caused in part by the entry of such orders, could lead to trading
being halted in the security and such orders not receiving an execution.

D. Supervision to Prevent Improperly Affecting the Close

Members and member organizations must also ensure that their activity does not have the effect of artificially
impacting the closing price. Firms should review procedures utilized in connection with orders to be executed
at or near the Close with their traders and other order-entry personnel. Firms should also review systemic
order-entry functions (e.g., algorithms or “smart servers”) for compliance with the NYSE and NYSE Amex
Equities rules and the provisions of this Information Memorandum. Firms should also review the provisions
of Information Memo 95-28 (July 10, 1995), http://www.nyse.com/nysenotices/nyse/informationmemos/pdf?
memo_id=95-28 which discusses trading near the Close and activity that would constitute violations of NYSE
and NYSE Amex Equities rules, as well as federal securities laws.

In that connection, members and member organizations are reminded that, where a firm has committed to
purchase from (sell to) a customer at a price that is derived from the closing price (MOC orders) while also
reserving a significant position of its hedging or covering transaction to be executed at or near the Close, they
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must operate with substantial care. If the transaction is completed in a manner that does not effectively place
the firm at market risk or if the transaction does not provide an opportunity for possible contra side interest
to develop and/or react to the activity, it would raise manipulative concerns and would operate as conduct
inconsistent with just and equitable principles of trade.

E. Compliance with Federal Securities Laws and Rules

In addition to complying with NYSE and NYSE Amex Equities rules and policies, members and member
organizations should review all other applicable federal securities laws and regulations, including Section 9(a)
(2) of the Securities Exchange Act, Regulation SHO and Rule 10b-5, as well as the margin and capital rules.
Firms must ensure that they have written policies, procedures, and supervisory controls reasonably designed
to detect and deter potentially violative conduct.

VI. Staff Contacts

Regulatory questions relating to this Information Memo should be addressed to:

• Patricia Bergholc, Director, FINRA Market Regulation, 917.281.3054; or
• Michael Fryer, Director, FINRA Market Regulation, 917.281.3071; or
• John Saxton, Director, FINRA Market Regulation, 917.281.3114.

Questions regarding the NYSE and NYSE Amex Equities Rules cited in this notice should be addressed to:

• Clare Saperstein, Vice President, NYSE Regulation, Inc., 212.656.2355; or
• David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166.

Operations questions concerning this memorandum may be addressed to the following:

• Paul Bauccio, Senior Vice President, Operations, 212.656.2929; or
• Dennis Pallotta, Director, Operations, 212.656.5236; or
• Sonia Rosa, Managing Director, Operations, 212.656.2899.

Questions may also be directed to the FINRA On-Floor Surveillance Unit via the White Phone or in person at
the Unit's Booth on the Floor.

___________________________

NYSE Regulation, Inc

Attachments

ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, CHIEF OPERATIONS OFFICER,
OPERATIONS PARTNER AND LEGAL AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: QUARTERLY EXPIRATION DAY - March 16, 2012

I. Purpose

Friday, March 16, 2012, will be a quarterly Expiration Day for stock and index options and futures products
whose settlement pricing is based upon New York Stock Exchange LLC (“NYSE”) and NYSE Amex Equities
LLC (“NYSE Amex Equities”) (collectively, the “Exchanges”) opening or closing prices on that day. This
Information Memorandum reminds members and member organizations of certain NYSE and NYSE Amex
Equities rules and policies regarding opening imbalance publications, entry and cancellation of market-on-
close/limit-on-close (“MOC/LOC”) and closing offset (“CO”) orders, publication of on-the-close imbalances,
and printing the closing transaction.

II. Expiration Day Opening Imbalance Publication
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Members and member organizations are reminded that the regular pre-opening procedures outlined in Rules
15 (Pre-Opening Indications) and 123D (Openings and Halts in Trading) apply on the March 16 Expiration
Day. Accordingly, Designated Market Makers (“DMMs”) should publish indications as promptly as practicable
and are reminded of their additional obligations under Rule 123D to publish one or more indications, under
the supervision of a Floor Official, in situations where the opening price would be affected by an imbalance of
market and limit buy and sell orders in a security.

In the event that one or both of the Exchanges invokes its exemptive powers under Rule 48 (Exemptive
Relief - Extreme Market Volatility Condition), the terms of that rule would govern the obligation to publish pre-
opening indications.

III. Rules and Policies Relating to the Close

A. MOC/LOC and CO Order Entry and Cancellation

Members and member organizations are reminded that the provisions of Rule 123C (Closing Procedures)
apply to the Close on the March 16 Expiration Day. While the Exchanges expect systems to operate
normally on March 16, in the unlikely event of a systems interruption leading into or at the Close, the Closing
Procedures set out in Rule 123C would operate as if the Exchanges had declared a regulatory halt in one or
more securities.

In the event that one or both of the Exchanges invoke its exemptive powers under Rule 123C(9) (Closing
Procedures - Extreme Order Imbalances at or Near the Close), the terms of that rule would govern the
handling of orders at the Close. See Section III. D, below.

In connection with the entry of MOC/LOC and CO orders, members should pay particular attention to the
following:

• A “published imbalance” is an imbalance that has been disseminated to the Tape. An imbalance
announced verbally or physically posted at the panel is not considered to be a published imbalance.
See Section III. B, below. The Exchanges' Order Imbalance Information product, a data feed of
real-time order imbalances that accumulate prior to the opening and the closing of trading on the
Exchanges, does not constitute a “published imbalance.”

• Brokers and traders are reminded that, while they should enter orders as early in the day as
possible, all MOC/LOC orders (unless entered to offset a published imbalance) must be entered
electronically by 3:45 p.m. Entering MOC/LOC orders early provides DMMs with the opportunity
to more quickly identify and disseminate potential order imbalances that might exist at the Close.
This, in turn, enables brokers and traders to more effectively identify potential offsetting customer
interest that could mitigate any imbalance. MOC/LOC and CO orders entered prior to 3:45 p.m. may
be canceled or reduced prior to that time for any reason.

• After 3:45 p.m. Exchange systems will accept only MOC/LOC orders that offset a published
imbalance and CO orders may be entered in any amount on either side of the market.

• Between 3:45 p.m. and 3:58 p.m., MOC/LOC and CO orders may be canceled or reduced in size

only to correct a legitimate error. 1   This also applies to instances where cancel/replace functionality
is used.

• FINRA will continue to closely monitor the cancellation of MOC/LOC and CO orders.
• After 3:58 p.m., MOC/LOC and CO orders may not be cancelled or reduced in size for any reason

except in accordance with Rule 123C(9). See Section IV(D), below.
• In the event of a trading halt effective at 3:45 p.m. or later, MOC/LOC orders may be entered only to

offset a published imbalance. CO orders, however, may be entered in any amount on either side of
the market. See Rule 123C(2)(c).

B. Imbalance Publications 2 
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Rule 123C(5) provides for the publication of order imbalances as described below. In addition, members
and member organizations may refer to the attached quick-reference page for a summary of the times and
requirements for imbalance publications. DMMs are reminded that erroneous imbalance publications must be
corrected as soon as practicable.

1. Informational Imbalance Publications between 3:00 p.m. and 3:45 p.m.

Between 3:00 p.m. and 3:45 p.m., DMMs are encouraged to issue Informational Imbalance Publications
of any size if they believe that there could be significant price dislocation at the Close. These publications
are informational only and do not limit MOC/LOC or CO order entry or cancellation before 3:45 p.m.
DMMs who wish to issue an Informational Imbalance Publication must obtain prior approval from a Floor
Official or qualified Exchange employee (see Rule 46.10) prior to issuance. Floor Official approvals to
issue Informational Imbalance Publications should be recorded in the Floor Official Request Tracking
Engine (“FORTÉ”). Members should state the proposed imbalance information and note any other relevant
information (e.g., average daily trading volume (“ADTV”), size, or degree of impact) in connection with the
request.

2. Mandatory MOC/LOC Imbalance Publications at 3:45 p.m.

As soon as practicable after 3:45 p.m., any MOC/LOC imbalance of 50,000 shares or more for NYSE-listed
securities, and 25,000 shares or more for NYSE Amex Equities-listed securities, will be published by the
Exchange. Other significant imbalances of lesser size (i.e., less than 50,000/25,000 shares but significant
relative to the ADTV of a particular security) may be published by the DMM with Floor Official or qualified
Exchange employee approval. As with Informational Imbalance Publications, Floor Official approvals to
issue certain Mandatory MOC/LOC Imbalance Publications should be recorded in FORTÉ and members
should state the proposed imbalance information and note any other relevant information (e.g., ADTV, size, or
degree of impact) in connection with the request.

In addition, any Informational Imbalance Publication issued prior to 3:45 p.m. must be updated. An imbalance
of 50,000 shares (NYSE)/25,000 shares (NYSE Amex Equities), or more will be published. If there is an
imbalance of any lesser size that is significant relative to the ADTV of the stock, it may be published by
the DMM with Floor Official or qualified Exchange employee approval. If there is no such imbalance, a “no
imbalance” indication must be issued by the DMM.

3. Mandatory MOC/LOC Imbalance Publications after a Trading Halt

If a trading halt is in effect at 3:45 p.m. but is lifted prior to the Close, any MOC/LOC imbalance of 50,000
shares (NYSE)/25,000 shares (NYSE Amex Equities), or more will be published, and any imbalance of
lesser size if significant relative to the ADTV may be published by the DMM as soon as possible after trading
reopens, subject to prior Floor Official or qualified Exchange employee approval. If the trading halt is not lifted
before the Close, there will not be any imbalance publications.

4. Exchange Publication of Order Imbalance Information

In addition to the Informational Imbalance and Mandatory MOC/LOC Imbalance Publications described
above, the Exchanges also make available real-time Order Imbalance Information prior to the Close in
accordance with Rule 123C(6). These publications take place approximately every five (5) seconds between
3:45 p.m. and 4:00 p.m. The Order Imbalance Information publications use a reference price in order to
indicate how many shares would be needed to close the security at that price, including MOC, marketable
LOC and CO orders. (For more information on how the reference price is determined, see Rule 123C(6)(a)
(iii)). Beginning at 3:55 p.m., the Order Imbalance Information publications also include stop orders, d-Quotes

and all other e-Quotes containing pegging instructions eligible to participate in the closing transaction. 3 
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As noted above, Order Imbalance Information publications are solely for informational purposes and off-
setting MOC/LOC interest must not be submitted in response to Order Imbalance Information publications.
Off-setting MOC/LOC interest may be submitted only as described in this memo in response to a Mandatory
MOC/LOC Imbalance Publication issued at 3:45 p.m. or after a trading halt in accordance with Rule 123C(2).

C. Printing the Closing Transaction

1. Rules 116.40 and 123C(8)

DMMs are reminded that the closing transaction must be printed consistent with Rules 116.40 and 123C(8)

and must accurately reflect both the closing price and closing volume when printing the closing transaction. 4 

2. Verbal Interest and e-Quotes at the Close

DMMs should take all interest, including verbal, e-Quoted and Display Book interest, into account when
formulating the Close. Depending on whether it is marketable or not, verbal interest may be handled
differently than e-Quoted interest at the Close. Marketable verbal interest is included with all market and MOC
interest at the Close, while limited verbal interest and e-Quotes are on parity with limit orders. DMMs are
reminded that verbal interest from a Floor broker should be handled one of two ways: entered into GTM by
NYSE Floor Operations staff or into the crowd field of the Closing template by the DMM.

Pursuant to Rule 342, members and member organizations must ensure that they have adequate written
policies and procedures in place to detect, deter and prevent conduct inconsistent with the guidance set forth
above. Any member who believes that the above procedures have not been adhered to should report their
concern to the FINRA On-Floor Surveillance Unit.

3. Orders to Offset MOC/LOC Imbalances at the Close to Mitigate Price Disparity

Rule 902 (Off Hours Trading Orders) provides for entry of orders after the Close. Rule 902(a)(ii)(B) permits
DMMs to include in the calculation of the Close legitimate market interest that has agreed to offset all or part
of any MOC imbalance that existed prior to the Close at 4:00 p.m. The DMM's use of this offsetting interest
to minimize significant price dislocation on the Close will result in a closing-price coupled order between the
DMM and member, member organization or customer. If the member, member organization or customer
agrees, the DMM may include this interest in offsetting an imbalance when setting the closing price and
increase DMM participation in the closing print to the extent of the new contra interest. In this way the DMM
will liquidate or cover the related dealer position, and the member, member organization or customer will
acquire the position. Such closing-price coupled orders are executed at the Ramp.

It is important to note that Rule 902 may not be relied on for the entry of an order after the Close when there
is no MOC/LOC imbalance or when the imbalance would not result in volatility and/or price dislocation. In
addition, it cannot be used if the Close has already been printed.

D. Extreme Order Imbalances at or Near the Close

In order to avoid significant dislocation in the closing price that may result from an order entered or
represented at or near the Close, Rule 123C(9) permits the Exchanges, on a security-by-security basis,
to temporarily suspend the hours of operation under Rule 52 so that offsetting interest may be solicited
from both on-Floor and off-Floor participants and entered to reduce the size of the imbalance. Extensions
of trading under Rule 123C(9) may be designated by the Exchange for a specific time period up to 30
minutes after the scheduled close. Off-setting interest is solicited using Exchange Trader Updates as well
as messages sent directly to Floor broker hand-held devices. These Exchange-issued solicitation requests
include information regarding security symbol, the imbalance amount and side, the last sale price, and a
designated order acceptance cutoff time (generally five minutes from the issuance of the solicitation request).
Offsetting interest submitted in response to an Exchange-issued solicitation request must be a limit order
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priced no worse than the last sale, irrevocable and entered no later than the order acceptance cut-off time
indicated in the solicitation request. Exchange systems will accept interest entered electronically after 4:00
p.m. only if Rule 123C9(a)(1) is invoked.

Exchange systems will not verify side or price, and will not block post-4:00 p.m. cancellation of interest
submitted under this rule. Therefore, member and member organizations entering such interest are
responsible for ensuring compliance with the rule, such that the only interest that may be entered in response
to such a solicitation request is: (i) offsetting; (ii) a limit order priced no worse than the last sale price; and (iii)
not cancelled.

Rule 123C(9) also permits temporary suspension of the prohibition on the cancellation or reduction of a MOC/
LOC order after 3:58 p.m. where there is a legitimate error in such an order and the execution of the order
would cause significant price dislocation at the Close.

Only the DMM assigned to a particular affected security may request relief under Rule 123C(9). A request
for relief under Rule 123C(9) must be approved and supervised by an Executive Floor Governor or qualified
NYSE Euronext employee and supervised by a qualified Exchange officer, as defined in Rule 48(d). All Rule
123C(9)-related approvals should be recorded in FORTÉ.

Failure to comply with these requirements for entering interest in response to a solicitation request is a
violation of Exchange rules and may result in disciplinary action. See Information Memoranda 09-20 (May 5,
2009) and 10-52 (December 22, 2010).

IV. Adequacy of Operations and Supervisory Staff

All members and member organizations, including DMMs, should ensure that both operational and
supervisory staffing on and around the March 16 Expiration Day will be sufficient to monitor and process
all orders, regardless of the form in which they are received, as well as to handle the anticipated increased
workload. All members and member organizations should also review their systems to ensure that they have
adequate capacity to handle the expected increase in volume. For example, DMM firms should review their
DMM Unit algorithm to ensure that they meet their obligations to maintain a fair and orderly market. DMMs
are reminded to seek the advice of a Floor Official regarding any unusual situations as quickly as possible.

V. Supervision

A. Review of Policies and Procedures

In view of increased automated order delivery, e-Quoting and automatic execution, members and member
organizations should carefully review their procedures as well as their supervisory systems for handling
orders in connection with the March 16 Expiration Day. Specifically, members and member organizations
should review their practices for handling orders at or near the Close. Reviews should include both manual
orders and those handled systemically, such as orders that are handled by a computer algorithm. In addition,
members and member organizations should take all necessary steps to ensure that the relevant trading
and back-office staffs are familiar with firm procedures for handling orders at or near the Close. Members
and member organizations should also be mindful of the guidance issued in Information Memo 09-22 (May
28, 2009) (attached) regarding procedures for escalating and addressing inquiries arising from real-time
regulatory or trading issues.

In addition, members and member organizations are reminded of their obligation to have adequate systems
and controls relating to the use of firm systems by correspondents or others. Please consult Information
Memo 11-13 (May 16, 2011) (attached) for more information..

B. Adequacy of Compliance Program

Members and member organizations are also reminded to ensure that they have a robust compliance
program that includes adequate written policies, procedures and supervisory controls to monitor for
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compliance with Rule 123C and the guidance contained in this Information Memo. Policies and procedures
must be adequate to ensure that all procedures related to MOC/LOC orders are appropriately followed, and to
detect and deter any actions that may violate NYSE, NYSE Amex and/or SEC rules.

C. Due Diligence Requirements

Consistent with the requirements of Rule 405, before any at-the-close order is transmitted to the Floor the
member or member organization accepting the order must exercise due diligence to learn the essential
facts relative to the order, including the purpose and propriety of the at-the-close instruction. In addition, an
imbalance of orders at or near the Close, caused in part by the entry of such orders, could lead to trading
being halted in the security and such orders not receiving an execution.

D. Supervision to Prevent Improperly Affecting the Close

Members and member organizations must also ensure that their activity does not have the effect of artificially
impacting the closing price. Firms should review procedures utilized in connection with orders to be executed
at or near the Close with their traders and other order-entry personnel. Firms should also review systemic
order-entry functions (e.g., algorithms or “smart servers”) for compliance with the NYSE and NYSE Amex
Equities rules and the provisions of this Information Memorandum. Firms should also review the provisions of
Information Memo 95-28 (July 10, 1995) (attached), which discusses trading near the Close and activity that
would constitute violations of NYSE and NYSE Amex Equities rules, as well as federal securities laws.

In that connection, members and member organizations are reminded that, where a firm has committed to
purchase from (sell to) a customer at a price that is derived from the closing price (MOC orders) while also
reserving a significant position of its hedging or covering transaction to be executed at or near the Close, they
must operate with substantial care. If the transaction is completed in a manner that does not effectively place
the firm at market risk or if the transaction does not provide an opportunity for possible contra side interest
to develop and/or react to the activity, it would raise manipulative concerns and would operate as conduct
inconsistent with just and equitable principles of trade.

E. Compliance with Federal Securities Laws and Rules

In addition to complying with NYSE and NYSE Amex Equities rules and policies, members and member
organizations should review all other applicable federal securities laws and regulations, including Section 9(a)
(2) of the Securities Exchange Act, Regulation SHO and Rule 10b-5, as well as the margin and capital rules.
Firms must ensure that they have written policies, procedures, and supervisory controls reasonably designed
to detect and deter potentially violative conduct.

VI. Staff Contacts

Regulatory questions relating to this Information Memo should be addressed to:

• Patricia Bergholc, Director, FINRA Market Regulation, 917.281.3054; or
• Michael Fryer, Director, FINRA Market Regulation, 917.281.3071; or
• John Saxton, Director, FINRA Market Regulation, 917.281.3114.

Questions regarding the NYSE and NYSE Amex Equities Rules cited in this notice should be addressed to:

• Clare Saperstein, Vice President, NYSE Regulation, Inc., 212.656.2355; or
• David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166.

Operations questions concerning this memorandum may be addressed to the following:

• Paul Bauccio, Senior Vice President, Operations, 212.656.2929; or
• Dennis Pallotta, Director, Operations, 212.656.5236; or
• Sonia Rosa, Managing Director, Operations, 212.656.2899.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

119

http://researchhelp.cch.com/License_Agreement.htm


Questions may also be directed to the FINRA On-Floor Surveillance Unit via the White Phone or in person at
the Unit's Booth on the Floor.

NYSE Regulation

Information Memo

NYSE Regulation, Inc.

NYSE Regulation, Inc. | 20 Broad Street

New York, NY 10005

nyse.com

Number 09-20

May 5, 2009

TO: NYSE AND NYSE AMEX EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENT TO RULE 123C TO ADD TEMPORARY RULE SUSPENSIONS FOR AN
EXTREME ORDER IMBALANCE AT THE CLOSE

I. Purpose

The purpose of this Information Memo is advise members and member organizations that the New York
Stock Exchange, LLC (“NYSE”) and NYSE Amex, LLC (“NYSE Amex”) (collectively, the “Exchanges”)
have amended Rule 123C to provide the Exchanges with the ability to temporary suspend certain rule

requirements relating to the closing of securities at the Exchanges. 1   These amendments delete the
temporary provisions of Rule 48(b) relating to an extreme market volatility condition at the close, which was
were added in October 2008, as previously discussed in Information Memo 08-48 (Oct. 3, 2008), and adopt
them as Rule 123C(8). Rule 123C(8)(a)(1) has been adopted as a six-month pilot and the remainder of Rule
123C(8) has been adopted on a permanent basis.

II. Background

In October 2008, the NYSE amended Rule 48 to include the close of trading as a time when a qualified
Exchange officer would be permitted to declare an extreme market volatility condition. In such event, the
Exchange would temporarily suspend NYSE Rules 52 (Hours of Operation) and 123C(1) and (2) (Market on
the Close Policy and Expiration Policy), provided that certain requirements were met. Those amendments to
Rule 48 were temporary. When NYSE Amex relocated its equities operations to facilities and systems at 11
Wall Street, NYSE Amex Equities Rule 48, which is virtually identical to NYSE Rule 48, became operative for
NYSE Amex-traded equities securities.

III. Amendments to Rule 123C

The Exchanges have adopted the temporary amendments to Rule 48 by deleting those provisions from Rule
48 and moving them to Rule 123C, some on a permanent basis and some on a pilot basis. As part of the
amendments to Rule 123C, the Exchanges modified certain terms of the temporary suspensions and codified
certain practices for entry of orders after 4:00 p.m. Because the temporary suspensions are now governed by
Rule 123C, the Exchanges no longer need to declare a Floor-wide extreme market volatility condition at the
close before granting such relief and may grant such requests for relief, if warranted, on a security-by-security
basis. Such a temporary suspension is available to avoid, as appropriate, a closing price dislocation that may
result from extreme order imbalances at or near the close.
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A. Rule 123C(8)(a)(1): Entering Offsetting Interest after 4:00 p.m.

Pilot Rule 123C(8)(a)(1) provides that the Exchanges may temporarily suspend Rule 52 on a security-by-
security basis so that interest may be solicited - including interest that may not have been present prior
to 4:00 p.m. - to offset any imbalance that may exist as of 4:00 p.m. (or earlier, in the case of an earlier
scheduled close). In connection with such solicitation requests:

• Interest must be solicited solely to offset any imbalance in a security that may exist as of 4:00 p.m.;
• The Exchanges will solicit such offsetting interest from both on-Floor and off-Floor participants

using NYSE Trader Updates and messages directed to Floor brokers' hand-held device and BBSS
screens;

• Exchange-issued solicitation requests will include information regarding security symbol, the
imbalance amount and side, the last sale price, and an order acceptance cut-off time designated by
the Exchange. The order acceptance cut-off time will generally be five minutes from the issuance of
the solicitation request. In no event will the Exchanges accept offsetting interest after 4:30 p.m.; and

• Offsetting interest represented at the trading post in response to a solicitation request must be a
limit order priced no worse than the last sale, irrevocable, and represented by a Floor broker by no
later than the order acceptance cutoff time indicated in the solicitation request.

When closing a security subject to a Rule 52 temporary suspension, the DMM will not accept offsetting
interest after the order acceptance cut-off time. The DMM may close the security earlier than the order
acceptance cut-off time if the DMM receives offsetting interest that pairs off the imbalance so that the closing
price would be reasonably contiguous to the last sale price, i.e., a price point within cents of the last sale price
that would not be considered a dislocating closing price as compared to the last sale price during a regular
auction closing process. All interest included in the closing transaction will receive an allocation consistent
with the current parity model.

Any offsetting interest entered after 4:00 p.m. during a temporary suspension of Rule 52 must also be entered
into the Front End Systemic Capture database (“FESC”), as required by Rule 123(e). Because such interest
may not have been known until after 4:00 p.m., a Floor broker may represent such offsetting interest after
4:00 p.m. without first entering the details of the order into FESC, as required by Rule 123, so long as such
orders are entered into FESC on an “as of” basis immediately following execution of the order.

Rule 123C(8)(a)(1) has been approved as a six-month pilot starting April 13, 2009.

B. Rule 123C(8)(a)(2): Canceling MOC/LOC Legitimate Errors after 3:50 p.m.

Pursuant to Rule 123C(8)(a)(2), the Exchanges may temporarily suspend the restriction on canceling market-
on-close (“MOC”) and limit-on-close (“LOC”) orders after 3:50 p.m. on an order-by-order basis. Rules 123C(1)
and (2) provide that MOC and LOC orders cannot be canceled or reduced after 3:50 p.m. even if such
orders are legitimate errors. The amendments provide that if an erroneous MOC or LOC order would cause
significant price dislocation in the close, the Exchanges may consider temporarily suspending that restriction
on canceling or reducing an MOC/LOC order that is a legitimate error. For an MOC/LOC order that is a
legitimate error, but that would not have a significant impact on the closing price, the entering firm could not
take advantage of the temporary suspension. If it is determined that such an erroneous MOC/LOC order
would significantly dislocate the close, the Exchanges may grant a temporary suspension of Rule 123C(1) or
(2) so that such order can be cancelled or reduced at any time up until that particular security has closed.

C. Rule 123C(8)(b): Procedures for Granting Temporary Suspension of Rules

Only the DMM in a particular security may request the relief available under Rule 123C(8)(a) to temporarily
suspend either Rule 52 or Rule 123C(1) or (2). A determination to declare such a temporary suspension
on a security-by-security basis may be made after 4:00 p.m. (or earlier, in the case of an earlier scheduled
close). The determination to grant a temporary suspension under Rule 123C(8)(a), the entry or cancellation of
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orders, and the closing of a security under that Rule must be supervised and approved by either an Executive
Floor Governor or a qualified NYSE Euronext employee, as defined under Rule 46(b)(v), and supervised by a
qualified Exchange Officer, as defined in NYSE Rule 48(d). Such requests should be memorialized on a Floor

Official Approval form. 2 

When determining whether to approve a temporary suspension under Rule 123C(8)(a), factors that may be
considered include, but are not limited to, when the order(s) that impacted the imbalance were entered into
Exchange systems or orally represented to the DMM, the impact of such order(s) on the closing price of that
security, the volatility of the security during the trading session, and the ability of the DMM to commit capital to
dampen the price dislocation.

IV. Supervision

Member organizations are reminded that they must have adequate written policies, procedures, and
supervisory controls reasonably designed to comply with Rule 123C(8), as described in this Memorandum.
Failure to have adequate written policies and procedures in place or to have an adequate supervisory system
in place may result in disciplinary action.

V. Staff Contacts

Questions regarding Rule 123C(8) should be directed to NYSE staff as follows.

Operational questions should be directed to:

Paul Bauccio, Vice President, Floor Operations, at (212) 656-2929

Regulatory questions should be directed to:

Clare Saperstein, Managing Director, Office of General Counsel, NYSE Regulation, at (212) 656-2355

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
Booth adjacent to the Main Room. Questions that are not time sensitive may also be submitted to Ask Market
Surveillance. (For information about the Ask Market Surveillance system, refer to Information Memo 2006-3,
which was issued on January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

Claudia Crowley

Senior Vice President & Chief Of Staff

NYSE Regulation

Information Memo

NYSE Regulation, Inc.

NYSE Regulation, Inc. | 20 Broad Street

New York, NY 10005

nyse.com

Number 10-52

December 22, 2010

TO: NYSE AND NYSE AMEX EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENT TO RULE 123C(9)(a)(1): ELECTRONIC INTEREST ACCEPTED AFTER 4:00 PM
TO OFFSET EXTREME IMBALANCE AT CLOSE
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I. Purpose

The purpose of this Information Memo is to advise members and member organizations that the New York
Stock Exchange, LLC (“NYSE”) and NYSE Amex, LLC (“NYSE Amex”) (collectively, the “Exchanges”)
have filed to amend Rule 123C(9)(a)(1) to provide that if the Exchanges temporarily suspend the hours of
trading in order to solicit interest after 4:00 p.m. to offset an extreme order imbalance at the close, member
organizations can now enter interest electronically in response to such a solicitation. This rule change and
related system change will be effective January 3, 2011.

II. Background

In 2009, the Exchanges adopted, on a pilot basis, Rule 123C(8)(a)(1) (now Rule 123C(9)(a)(1)), which
provides that the Exchanges may temporarily suspend Rule 52 on a security-by- security basis so that
interest may be solicited - including interest that may not have been present prior to 4:00 p.m. - to offset any
imbalance that may exist as of 4:00 p.m. (or earlier, in the case of an earlier scheduled close). As set forth in
Information Memo 09-20 (May 5, 2009), in connection with such solicitation requests:

• Interest may be solicited solely to offset any imbalance in a security that may exist as of 4:00 p.m.;
• The Exchanges will solicit such offsetting interest from both on-Floor and off-Floor participants

using NYSE Trader Updates and messages directed to Floor brokers' hand-held device and BBSS
screens;

• Exchange-issued solicitation requests will include information regarding security symbol, the
imbalance amount and side, the last sale price, and an order acceptance cut-off time designated by
the Exchange. The order acceptance cut-off time will generally be five minutes from the issuance of
the solicitation request. In no event will the Exchanges accept offsetting interest after 4:30 p.m.; and

• Offsetting interest represented at the trading post in response to a solicitation request must be a
limit order priced no worse than the last sale, irrevocable, and represented by a Floor broker by no
later than the order acceptance cutoff time indicated in the solicitation request.

III. System and Rule Changes to Accept Electronic Interest After 4:00 p.m.

Beginning January 3, 2011, if the Exchange publishes a solicitation request pursuant to Rule 123C(9)(a)
(1), Exchange systems will be able accept interest entered electronically after 4:00 p.m. This after-hours
electronic order acceptance will be available only if Rule 123C9(a)(1) is invoked.

In connection with this systems change, the Exchanges have amended Rule 123C(9)(a)(1)(iii), effective
January 3, 2011, to remove the limitation that only Floor brokers may represent interest to respond to a
solicitation request under the Rule and to adopt the rule on a permanent basis. The amendment also clarifies
that all interest submitted in accordance with the rule is executed consistent with to Exchange Rule 72(c). All
other aspects of the Rule and operation of Rule 123C(9)(a)(1) remain unchanged.

IV. Member Organization Compliance Obligations When Entering Electronic Interest After
4:00 p.m.

When Exchange systems have been opened after 4:00 p.m. pursuant to Rule 123C(9)(a)(1), the only interest
that may be entered after 4:00 p.m. is interest entered in response to a solicitation request. Exchange
systems will not verify side or price, and will not block post-4:00 p.m. cancellation of interest submitted under
this rule. Therefore, member and member organizations entering such interest are responsible for ensuring
compliance with the rule, such that the only interest that may be entered in response to such a solicitation
request is:

(i) offsetting;
(ii) a limit order priced no worse than the last sale price; and
(iii) not cancelled.
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In addition, if Exchange systems have been opened after 4:00 p.m. in order to accept interest to offset an
extreme order imbalance at the close, during that period, member organizations and members may not
modify or cancel any orders that were entered before 4:00 p.m.

Failure to comply with these requirements for entering electronic interest in response to a solicitation request
is a violation of Exchange rules and may result in disciplinary action. In addition, member organizations are
reminded that they must have adequate written policies, procedures, and supervisory controls reasonably
designed to comply with Rule 123C(9)(a)(1), as described in this Memorandum. Failure to have adequate
written policies and procedures in place or to have an adequate supervisory system in place may also result
in disciplinary action.

V. Staff Contacts

Questions regarding Rule 123C(9)(a)(1) should be directed to Exchange staff as follows.

Operational questions should be directed to:

Paul Bauccio, Senior Vice President, Floor Operations, at (212) 656-2929

Regulatory questions should be directed to:

Clare Saperstein, Vice President, NYSE Regulation, at (212) 656-2355

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
Booth adjacent to the Main Room.

___________________________

NYSE Regulation

Information Memo

Market Surveillance

NYSE Regulation, Inc. | 11 Broad Street

New York, NY 10005

nyse.com

Number 09-22

May 28, 2009

ATTENTION: COMPLIANCE AND LEGAL DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Procedures for Escalating and Addressing Inquiries Arising from Real-Time Regulatory or Trading
Issues

The purpose of this Information Memo is to remind all members and member organizations that they should
have a process in place to enable timely response to and resolution of inquiries from their employees or
NYSE Regulation, Inc. (“NYSE Regulation”) regarding real-time regulatory matters or trading activities on
the Floor or through NYSE systems. Such a process is mandated by Rule 342 which requires adequate
procedures for supervision and control of business activities, including a separate system of follow-up and
review, designed to achieve compliance with applicable rules and federal securities laws.

There have been recent instances in which Market Surveillance and/or member organization employees
have attempted to contact member organizations with respect to various regulatory issues but the member
organization was unable to promptly respond, and the matter could not therefore be resolved in a timely
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fashion. The types of matters that require prompt escalation and attention include, but are not limited to,
account intrusion activity, unusually large orders that could have been submitted in error, unusual trading that
could be the result of aberrational algorithmic activity, potentially violative odd-lot transactions, or potentially
fraudulent or manipulative trading.

While it is important to maintain information barriers and confidentiality requirements, it is also necessary
that member organizations be able to quickly respond to real-time regulatory or trading issues in order to
maintain a fair and orderly market. NYSE Regulation recognizes that member organizations need to have
in place appropriate information barriers under applicable rules and federal securities laws and that such
information barriers may implicate the sharing of information within a business unit in a member organization.
To that end, member organizations should have policies and procedures that retain information barriers
while providing for the prompt escalation, review, and resolution of all real-time trading issues by legal and
compliance staff. Risk managers, compliance officers, and/or other appropriate individuals within a business
unit should have access to necessary information (live order information, position information, etc.) and
necessary areas at the member organization in order to resolve such inquiries. The responsible individual(s)
should also be sufficiently supported in resolving these inquiries.

The identity (name, title, and location) and contact information (telephone numbers, email address, etc.)
for each individual designated pursuant to the member organization's policies and procedures for response
to real-time trading issues should be provided to all applicable member organization employees. At the
member organization's discretion, this contact information may also be provided to Market Surveillance, via
the Electronic Filing Platform.

Member organizations should update this contact information on a rolling basis. Also, policies and procedures
should provide a mechanism for NYSE Regulation personnel to have prompt access to the designated
individual(s) regarding any such inquiries.

In addition, for any regulatory questions relating to real-time trading activities on the Floor or through
NYSE systems, member organizations may contact Patricia Bergholc, Director, Market Surveillance, (212)
656-4948, pbergholc@nyx.com.

Staff Contacts

Questions regarding this Information Memo should be directed to Jean O'Rourke, Director, Market
Surveillance, (212) 656-6007, jorourke@nyx.com, or Peter Bon Viso, Senior Counsel, Market Surveillance,
(212) 656-5621, pbonviso@nyx.com.

___________________________

John F. Malitzis

Executive Vice President

Market Surveillance

NYSE Regulation

Information Memo

NYSE Regulation, Inc.

NYSE Regulation, Inc. | 20 Broad Street

New York, NY 10005

nyse.com

Number 11-13
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May 16, 2011

TO: ALL NYSE AND NYSE AMEX EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW SEC RULE 15c3-5 GOVERNING SUPERVISION OF MARKET ACCESS

I. Purpose

New York Stock Exchange LLC (“NYSE”) and NYSE Amex Equities LLC (“NYSE Amex”) (collectively, the
“Exchange”) reminds members and member organizations that the new market access requirements set
forth in SEC Rule 15c3-5 are scheduled to go into effect on July 14, 2011, and that members and member
organizations must have the required controls and procedures in place by that time. Failure to establish and
enforce the risk management controls and supervisory procedures required by SEC Rule 15c3-5 may also
violate Exchange Rules, including the supervisory requirements of Rule 342.

II. New SEC Rule 15c3-5

On November 3, 2010, the SEC adopted new Rule 15c3-5 to require broker-dealers with direct trading or
“market” access to an exchange or alternative trading system (“ATS”), or that provide a customer or any
other person with access to an exchange or ATS through use of its market participant identifier or otherwise,
to establish, document, and maintain a system of risk management controls and supervisory procedures
reasonably designed to manage the financial, regulatory, and other risks of its market access business. The
Rule applies to transactions by all broker-dealers with market access, and the Rule does not distinguish
between transactions for a broker-dealer's own account (including market making activities) and traditional
agency transactions.

SEC Rule 15c3-5 applies to any type of arrangement for “market access,” which is defined in Rule 15c3-5 as
“(i) access to trading in securities on an exchange or alternative trading system as a result of being a member
or subscriber of the exchange or alternative trading system, respectively; or (ii) access to trading in securities
on an alternative trading system provided by a broker-dealer operator of an alternative trading system to a
non-broker-dealer.” By virtue of the Rule's requirements, unfiltered, or “naked,” market access will no longer
be permitted.

As set forth in SEC Rule 15c3-5, the risk management controls and supervisory procedures must include the
following elements:

1. Financial Risk Management Controls and Supervisory Procedures

The financial risk management controls and supervisory procedures must be reasonably designed to
systematically limit the financial exposure of the broker-dealer that could arise as a result of market access,
including being reasonably designed to:

• Prevent the entry of orders that exceed appropriate pre-set credit or capital thresholds in the
aggregate for each customer and the broker-dealer and, where appropriate, more finely-tuned by
sector, security, or otherwise by rejecting orders if such orders would exceed the applicable credit or
capital thresholds; and

• Prevent the entry of erroneous orders, by rejecting orders that exceed appropriate price or size
parameters, on an order-by-order basis or over a short period of time, or that indicate duplicative
orders.

2. Regulatory Risk Management Controls and Supervisory Procedures

The regulatory risk management controls and supervisory procedures must be reasonably designed to
ensure compliance with all regulatory requirements, including being reasonably designed to:
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• Prevent the entry of orders unless there has been compliance with all regulatory requirements that
must be satisfied on a pre-order entry basis;

• Prevent the entry of orders for securities for a broker-dealer, customer, or other person if such
person is restricted from trading those securities;

• Restrict access to trading systems and technology that provide market access to persons and
accounts pre-approved and authorized by the broker-dealer; and

• Assure that appropriate surveillance personnel receive immediate post-trade execution reports that
result from market access.

SEC Rule 15c3-5 provides that a broker-dealer with market access may reasonably allocate, by written
contract, control over specific regulatory risk management controls and supervisory procedures to a client
that is a registered broker-dealer, provided that the broker-dealer with market access has a reasonable basis
for determining that such client, based on its position in the transaction and relationship with an ultimate
customer, has better access than the broker-dealer with market access to that ultimate customer and its
trading information such that it can more effectively implement the specified controls or procedures. In
addition, SEC Rule 15c3-5 provides that any such allocation of control does not relieve the broker-dealer with
market access from any obligation under the Rule, including the overall responsibility to establish, document,
and maintain a system of risk management controls and supervisory procedures reasonably designed to
manage the financial, regulatory, and other risks of market access.

III. Additional Considerations for Exchange Members and Member Organizations

Member organizations are reminded that under Exchange Rule 342 and FINRA Rule 3130, they must update
their existing written compliance and supervisory policies and procedures to reasonably ensure compliance
with the requirements of SEC Rule 15c3-5. Failure to have appropriate policies and procedures in place may
result in disciplinary action under Exchange rules.

The Exchange is assessing whether changes to its sponsored access rules are appropriate to align such
rules with SEC Rule 15c3-5. Previous guidance on sponsored or market access, and in particular the
relevant portions of Information Memo 02-48 (November 7, 2002), which sets forth the responsibilities
of Exchange members and member organizations when utilizing electronic order routing systems, are
superseded by SEC Rule 15c3-5 and may no longer be relied on. Members and member organizations
should note, however, that sponsored or market access arrangements must continue to comply with all
Exchange audit trail requirements, including the Front End Systemic Capture (“FESC”) requirements of Rule
123.

Finally, the Exchange does not anticipate disabling any existing connectivity arrangements solely as a
result of SEC Rule 15c3-5 going into effect. All member organizations must ensure that any connectivity
arrangements are in compliance with the Rule before July 14, 2011.

IV. Additional Information

Please note that the foregoing description of SEC Rule 15c3-5 is a summary of the applicable requirements,
and the actual rule text and adopting SEC release are controlling. Members and member organizations
should review the final adopting release for Rule 15c3-5 on the SEC's website at http://www.sec.gov/rules/
final/2010/34-63241.pdf. The SEC has also created a Small Entity Compliance Guide, which can be found at
http://www.sec.gov/rules/final/2010/34-63241-secg.htm.

V. Staff Contact Information

Questions regarding this Information Memo should be directed to:

NYSE Regulation Contacts
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Clare Saperstein, Vice President, NYSE Regulation, Inc., 212.656.2355, or

David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166.

FINRA Contacts

Sue Lui Facendola, Vice President, Member Trading, 917.281.3085, or

Peter Stoehr, Vice President, TMMS Administration, 212.858.4722.

___________________________

NYSE Regulation, Inc.

Information Memo

Market Surveillance

NYSE

New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

Number 95-28

July 10, 1995

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Positioning to Facilitate Customer Orders

The purpose of this memorandum is to present the Exchange's view of various trading strategies employed
by member organizations to facilitate customer stock or program orders. Although it is not possible to provide
an all-inclusive discussion of these strategies, the Exchange believes it is important to describe the kind of
activity which would be inconsistent with just and equitable principles of trade.

A member organization “A” commits to sell (buy) securities after the close to (from) a customer at the closing
price on the Exchange. To position itself to facilitate this transaction, “A” buys (sells) the stock(s) throughout
the day in a proprietary account, assuming the risk of the market. In order to reduce the risk of the proprietary
position it is assuming during the day, “A” leaves a portion of the position to be executed at the close. If
the size of the transaction(s) “A” intends to execute at the close can reasonably be expected to impact the
closing price(s), “A” should not buy (sell) any stock related to that position near the close. (“:A” would not be
precluded from entering proprietary market-on-close orders for execution in the closing transaction, if “A”
is not representing any proprietary orders near the closing transaction). What constitutes “near the close”
depends upon the degree of risk which can reasonably be attributed to the position established by that trade
versus the reasonably anticipated impact the trade at the close will have on the closing price. While each
situation may be unique, depending upon the size of the transaction and the liquidity of the stock, generally
traded executed after 3:40 p.m. would be considered “near the close.” Engaging in such transactions for
the firm's proprietary account would be conducted inconsistent with just and equitable principles of trade.
However, “A” would not be precluded from executing the customer's order on an agency basis at any time,
including at or near the close. It should be recognized, however, that this does not preclude the Exchange
from determining that such activity may be a violation of the anti-manipulative provisions of the Securities
Exchange Act of 1934 or Exchange rules.

Similarly, intra-day, it would be conduct inconsistent with just and equitable principles of trade for a member
organization to effect any transactions in a stock while knowing of the imminent execution of a block, in order
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to subsequently liquidate the position by (over) participating on the contra-side of the block transaction. For
example, if “A” knows a block will be bought one-quarter of a point up from the current market, “A” should not
buy stock to subsequently sell into the block transaction at the higher price.

In addition, it would be conduct inconsistent with just and equitable principles of trade for any person to
disclose to any other person trading strategies or customers' orders for the purpose of that person taking
advantage of the information for personal benefit or for the benefit of the member organization. This does not,
however, preclude a member organization from soliciting interest to trade with the contra side of a block in the
normal course of engaging in block facilitation activities.

Member organizations are required to establish and maintain procedures reasonably designed to review
facilitation activities for compliance with Exchange rules and federal securities laws. Member organizations
must ensure that trading strategies engaged in by their proprietary traders to facilitate customers' orders
have an economic basis and are not engaged in to mark the closing price or to mark the value of a position.
In addition, before any at-the-close customer order is transmitted to the Floor, the member organization
accepting the order must exercise due diligence to learn the essential facts relative to the order, including
the purpose and propriety of the at-the-close instructions, particularly when it has knowledge of other orders
executed for the customer's account during the day.

Questions regarding the above may be directed to Agnes Gautier at (212) 656-4608.

___________________________

Robert J. McSweeney

Senior Vice President

ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, CHIEF OPERATIONS OFFICER,
OPERATIONS PARTNER AND LEGAL AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: QUARTERLY EXPIRATION DAY – March 16, 2012

I. Purpose

Friday, March 16, 2012, will be a quarterly Expiration Day for stock and index options and futures products
whose settlement pricing is based upon New York Stock Exchange LLC (“NYSE”) and NYSE Amex Equities
LLC (“NYSE Amex Equities”) (collectively, the “Exchanges”) opening or closing prices on that day. This
Information Memorandum reminds members and member organizations of certain NYSE and NYSE Amex
Equities rules and policies regarding opening imbalance publications, entry and cancellation of market-on-
close/limit-on-close (“MOC/LOC”) and closing offset (“CO”) orders, publication of on-the-close imbalances,
and printing the closing transaction.

II. Expiration Day Opening Imbalance Publication

Members and member organizations are reminded that the regular pre-opening procedures outlined in Rules
15 (Pre-Opening Indications) and 123D (Openings and Halts in Trading) apply on the March 16 Expiration
Day. Accordingly, Designated Market Makers (“DMMs”) should publish indications as promptly as practicable
and are reminded of their additional obligations under Rule 123D to publish one or more indications, under
the supervision of a Floor Official, in situations where the opening price would be affected by an imbalance of
market and limit buy and sell orders in a security.

In the event that one or both of the Exchanges invokes its exemptive powers under Rule 48 (Exemptive
Relief – Extreme Market Volatility Condition), the terms of that rule would govern the obligation to publish pre-
opening indications.

III. Rules and Policies Relating to the Close
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A. MOC/LOC and CO Order Entry and Cancellation

Members and member organizations are reminded that the provisions of Rule 123C (Closing Procedures)
apply to the Close on the March 16 Expiration Day. While the Exchanges expect systems to operate
normally on March 16, in the unlikely event of a systems interruption leading into or at the Close, the Closing
Procedures set out in Rule 123C would operate as if the Exchanges had declared a regulatory halt in one or
more securities.

In the event that one or both of the Exchanges invoke its exemptive powers under Rule 123C(9) (Closing
Procedures - Extreme Order Imbalances at or Near the Close), the terms of that rule would govern the
handling of orders at the Close. See Section III. D, below.

In connection with the entry of MOC/LOC and CO orders, members should pay particular attention to the
following:

• A “published imbalance” is an imbalance that has been disseminated to the Tape. An imbalance
announced verbally or physically posted at the panel is not considered to be a published imbalance.
See Section III. B, below. The Exchanges' Order Imbalance Information product, a data feed of
real-time order imbalances that accumulate prior to the opening and the closing of trading on the
Exchanges, does not constitute a “published imbalance.”

• Brokers and traders are reminded that, while they should enter orders as early in the day as
possible, all MOC/LOC orders (unless entered to offset a published imbalance) must be entered
electronically by 3:45 p.m. Entering MOC/LOC orders early provides DMMs with the opportunity
to more quickly identify and disseminate potential order imbalances that might exist at the Close.
This, in turn, enables brokers and traders to more effectively identify potential offsetting customer
interest that could mitigate any imbalance. MOC/LOC and CO orders entered prior to 3:45 p.m. may
be canceled or reduced prior to that time for any reason.

• After 3:45 p.m. Exchange systems will accept only MOC/LOC orders that offset a published
imbalance and CO orders may be entered in any amount on either side of the market.

• Between 3:45 p.m. and 3:58 p.m., MOC/LOC and CO orders may be canceled or reduced in size

only to correct a legitimate error. 1   This also applies to instances where cancel/replace functionality
is used.

• FINRA will continue to closely monitor the cancellation of MOC/LOC and CO orders.
• After 3:58 p.m., MOC/LOC and CO orders may not be cancelled or reduced in size for any reason

except in accordance with Rule 123C(9). See Section IV(D), below.
• In the event of a trading halt effective at 3:45 p.m. or later, MOC/LOC orders may be entered only to

offset a published imbalance. CO orders, however, may be entered in any amount on either side of
the market. See Rule 123C(2)(c).

B. Imbalance Publications 2 

Rule 123C(5) provides for the publication of order imbalances as described below. In addition, members
and member organizations may refer to the attached quick-reference page for a summary of the times and
requirements for imbalance publications. DMMs are reminded that erroneous imbalance publications must be
corrected as soon as practicable.

1. Informational Imbalance Publications between 3:00 p.m. and 3:45 p.m.

Between 3:00 p.m. and 3:45 p.m., DMMs are encouraged to issue Informational Imbalance Publications
of any size if they believe that there could be significant price dislocation at the Close. These publications
are informational only and do not limit MOC/LOC or CO order entry or cancellation before 3:45 p.m.
DMMs who wish to issue an Informational Imbalance Publication must obtain prior approval from a Floor
Official or qualified Exchange employee (see Rule 46.10) prior to issuance. Floor Official approvals to
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issue Informational Imbalance Publications should be recorded in the Floor Official Request Tracking
Engine (“FORTÉ”). Members should state the proposed imbalance information and note any other relevant
information (e.g., average daily trading volume (“ADTV”), size, or degree of impact) in connection with the
request.

2. Mandatory MOC/LOC Imbalance Publications at 3:45 p.m.

As soon as practicable after 3:45 p.m., any MOC/LOC imbalance of 50,000 shares or more for NYSE-listed
securities, and 25,000 shares or more for NYSE Amex Equities-listed securities, will be published by the
Exchange. Other significant imbalances of lesser size (i.e., less than 50,000/25,000 shares but significant
relative to the ADTV of a particular security) may be published by the DMM with Floor Official or qualified
Exchange employee approval. As with Informational Imbalance Publications, Floor Official approvals to
issue certain Mandatory MOC/LOC Imbalance Publications should be recorded in FORTÉ and members
should state the proposed imbalance information and note any other relevant information (e.g., ADTV, size, or
degree of impact) in connection with the request.

In addition, any Informational Imbalance Publication issued prior to 3:45 p.m. must be updated. An imbalance
of 50,000 shares (NYSE)/25,000 shares (NYSE Amex Equities), or more will be published. If there is an
imbalance of any lesser size that is significant relative to the ADTV of the stock, it may be published by
the DMM with Floor Official or qualified Exchange employee approval. If there is no such imbalance, a “no
imbalance” indication must be issued by the DMM.

3. Mandatory MOC/LOC Imbalance Publications after a Trading Halt

If a trading halt is in effect at 3:45 p.m. but is lifted prior to the Close, any MOC/LOC imbalance of 50,000
shares (NYSE)/25,000 shares (NYSE Amex Equities), or more will be published, and any imbalance of
lesser size if significant relative to the ADTV may be published by the DMM as soon as possible after trading
reopens, subject to prior Floor Official or qualified Exchange employee approval. If the trading halt is not lifted
before the Close, there will not be any imbalance publications.

4. Exchange Publication of Order Imbalance Information

In addition to the Informational Imbalance and Mandatory MOC/LOC Imbalance Publications described
above, the Exchanges also make available real-time Order Imbalance Information prior to the Close in
accordance with Rule 123C(6). These publications take place approximately every five (5) seconds between
3:45 p.m. and 4:00 p.m. The Order Imbalance Information publications use a reference price in order to
indicate how many shares would be needed to close the security at that price, including MOC, marketable
LOC and CO orders. (For more information on how the reference price is determined, see Rule 123C(6)(a)
(iii)). Beginning at 3:55 p.m., the Order Imbalance Information publications also include stop orders, d-Quotes

and all other e-Quotes containing pegging instructions eligible to participate in the closing transaction. 3 

As noted above, Order Imbalance Information publications are solely for informational purposes and off-
setting MOC/LOC interest must not be submitted in response to Order Imbalance Information publications.
Off-setting MOC/LOC interest may be submitted only as described in this memo in response to a Mandatory
MOC/LOC Imbalance Publication issued at 3:45 p.m. or after a trading halt in accordance with Rule 123C(2).

C. Printing the Closing Transaction

1. Rules 116.40 and 123C(8)

DMMs are reminded that the closing transaction must be printed consistent with Rules 116.40 and 123C(8)

and must accurately reflect both the closing price and closing volume when printing the closing transaction. 4 

2. Verbal Interest and e-Quotes at the Close
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DMMs should take all interest, including verbal, e-Quoted and Display Book interest, into account when
formulating the Close. Depending on whether it is marketable or not, verbal interest may be handled
differently than e-Quoted interest at the Close. Marketable verbal interest is included with all market and MOC
interest at the Close, while limited verbal interest and e-Quotes are on parity with limit orders. DMMs are
reminded that verbal interest from a Floor broker should be handled one of two ways: entered into GTM by
NYSE Floor Operations staff or into the crowd field of the Closing template by the DMM.

Pursuant to Rule 342, members and member organizations must ensure that they have adequate written
policies and procedures in place to detect, deter and prevent conduct inconsistent with the guidance set forth
above. Any member who believes that the above procedures have not been adhered to should report their
concern to the FINRA On-Floor Surveillance Unit.

3. Orders to Offset MOC/LOC Imbalances at the Close to Mitigate Price Disparity

Rule 902 (Off Hours Trading Orders) provides for entry of orders after the Close. Rule 902(a)(ii)(B) permits
DMMs to include in the calculation of the Close legitimate market interest that has agreed to offset all or part
of any MOC imbalance that existed prior to the Close at 4:00 p.m. The DMM's use of this offsetting interest
to minimize significant price dislocation on the Close will result in a closing-price coupled order between the
DMM and member, member organization or customer. If the member, member organization or customer
agrees, the DMM may include this interest in offsetting an imbalance when setting the closing price and
increase DMM participation in the closing print to the extent of the new contra interest. In this way the DMM
will liquidate or cover the related dealer position, and the member, member organization or customer will
acquire the position. Such closing-price coupled orders are executed at the Ramp.

It is important to note that Rule 902 may not be relied on for the entry of an order after the Close when there
is no MOC/LOC imbalance or when the imbalance would not result in volatility and/or price dislocation. In
addition, it cannot be used if the Close has already been printed.

D. Extreme Order Imbalances at or Near the Close

In order to avoid significant dislocation in the closing price that may result from an order entered or
represented at or near the Close, Rule 123C(9) permits the Exchanges, on a security-by-security basis,
to temporarily suspend the hours of operation under Rule 52 so that offsetting interest may be solicited
from both on-Floor and off-Floor participants and entered to reduce the size of the imbalance. Extensions
of trading under Rule 123C(9) may be designated by the Exchange for a specific time period up to 30
minutes after the scheduled close. Off-setting interest is solicited using Exchange Trader Updates as well
as messages sent directly to Floor broker hand-held devices. These Exchange-issued solicitation requests
include information regarding security symbol, the imbalance amount and side, the last sale price, and a
designated order acceptance cutoff time (generally five minutes from the issuance of the solicitation request).
Offsetting interest submitted in response to an Exchange-issued solicitation request must be a limit order
priced no worse than the last sale, irrevocable and entered no later than the order acceptance cut-off time
indicated in the solicitation request. Exchange systems will accept interest entered electronically after 4:00
p.m. only if Rule 123C9(a)(1) is invoked.

Exchange systems will not verify side or price, and will not block post-4:00 p.m. cancellation of interest
submitted under this rule. Therefore, member and member organizations entering such interest are
responsible for ensuring compliance with the rule, such that the only interest that may be entered in response
to such a solicitation request is: (i) offsetting; (ii) a limit order priced no worse than the last sale price; and (iii)
not cancelled.

Rule 123C(9) also permits temporary suspension of the prohibition on the cancellation or reduction of a MOC/
LOC order after 3:58 p.m. where there is a legitimate error in such an order and the execution of the order
would cause significant price dislocation at the Close.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

132

http://researchhelp.cch.com/License_Agreement.htm


Only the DMM assigned to a particular affected security may request relief under Rule 123C(9). A request
for relief under Rule 123C(9) must be approved and supervised by an Executive Floor Governor or qualified
NYSE Euronext employee and supervised by a qualified Exchange officer, as defined in Rule 48(d). All Rule
123C(9)-related approvals should be recorded in FORTÉ.

Failure to comply with these requirements for entering interest in response to a solicitation request is a
violation of Exchange rules and may result in disciplinary action. See Information Memoranda 09-20 (May 5,
2009) and 10-52 (December 22, 2010).

IV. Adequacy of Operations and Supervisory Staff

All members and member organizations, including DMMs, should ensure that both operational and
supervisory staffing on and around the March 16 Expiration Day will be sufficient to monitor and process
all orders, regardless of the form in which they are received, as well as to handle the anticipated increased
workload. All members and member organizations should also review their systems to ensure that they have
adequate capacity to handle the expected increase in volume. For example, DMM firms should review their
DMM Unit algorithm to ensure that they meet their obligations to maintain a fair and orderly market. DMMs
are reminded to seek the advice of a Floor Official regarding any unusual situations as quickly as possible.

V. Supervision

A. Review of Policies and Procedures

In view of increased automated order delivery, e-Quoting and automatic execution, members and member
organizations should carefully review their procedures as well as their supervisory systems for handling
orders in connection with the March 16 Expiration Day. Specifically, members and member organizations
should review their practices for handling orders at or near the Close. Reviews should include both manual
orders and those handled systemically, such as orders that are handled by a computer algorithm. In addition,
members and member organizations should take all necessary steps to ensure that the relevant trading
and back-office staffs are familiar with firm procedures for handling orders at or near the Close. Members
and member organizations should also be mindful of the guidance issued in Information Memo 09-22 (May
28, 2009) (attached) regarding procedures for escalating and addressing inquiries arising from real-time
regulatory or trading issues.

In addition, members and member organizations are reminded of their obligation to have adequate systems
and controls relating to the use of firm systems by correspondents or others. Please consult Information
Memo 11-13 (May 16, 2011) (attached) for more information..

B. Adequacy of Compliance Program

Members and member organizations are also reminded to ensure that they have a robust compliance
program that includes adequate written policies, procedures and supervisory controls to monitor for
compliance with Rule 123C and the guidance contained in this Information Memo. Policies and procedures
must be adequate to ensure that all procedures related to MOC/LOC orders are appropriately followed, and to
detect and deter any actions that may violate NYSE, NYSE Amex and/or SEC rules.

C. Due Diligence Requirements

Consistent with the requirements of Rule 405, before any at-the-close order is transmitted to the Floor the
member or member organization accepting the order must exercise due diligence to learn the essential
facts relative to the order, including the purpose and propriety of the at-the-close instruction. In addition, an
imbalance of orders at or near the Close, caused in part by the entry of such orders, could lead to trading
being halted in the security and such orders not receiving an execution.

D. Supervision to Prevent Improperly Affecting the Close
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Members and member organizations must also ensure that their activity does not have the effect of artificially
impacting the closing price. Firms should review procedures utilized in connection with orders to be executed
at or near the Close with their traders and other order-entry personnel. Firms should also review systemic
order-entry functions (e.g., algorithms or “smart servers”) for compliance with the NYSE and NYSE Amex
Equities rules and the provisions of this Information Memorandum. Firms should also review the provisions of
Information Memo 95-28 (July 10, 1995) (attached), which discusses trading near the Close and activity that
would constitute violations of NYSE and NYSE Amex Equities rules, as well as federal securities laws.

In that connection, members and member organizations are reminded that, where a firm has committed to
purchase from (sell to) a customer at a price that is derived from the closing price (MOC orders) while also
reserving a significant position of its hedging or covering transaction to be executed at or near the Close, they
must operate with substantial care. If the transaction is completed in a manner that does not effectively place
the firm at market risk or if the transaction does not provide an opportunity for possible contra side interest
to develop and/or react to the activity, it would raise manipulative concerns and would operate as conduct
inconsistent with just and equitable principles of trade.

E. Compliance with Federal Securities Laws and Rules

In addition to complying with NYSE and NYSE Amex Equities rules and policies, members and member
organizations should review all other applicable federal securities laws and regulations, including Section 9(a)
(2) of the Securities Exchange Act, Regulation SHO and Rule 10b-5, as well as the margin and capital rules.
Firms must ensure that they have written policies, procedures, and supervisory controls reasonably designed
to detect and deter potentially violative conduct.

VI. Staff Contacts

Regulatory questions relating to this Information Memo should be addressed to:

• Patricia Bergholc, Director, FINRA Market Regulation, 917.281.3054; or
• Michael Fryer, Director, FINRA Market Regulation, 917.281.3071; or
• John Saxton, Director, FINRA Market Regulation, 917.281.3114.

Questions regarding the NYSE and NYSE Amex Equities Rules cited in this notice should be addressed to:

• Clare Saperstein, Vice President, NYSE Regulation, Inc., 212.656.2355; or
• David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166.

Operations questions concerning this memorandum may be addressed to the following:

• Paul Bauccio, Senior Vice President, Operations, 212.656.2929; or
• Dennis Pallotta, Director, Operations, 212.656.5236; or
• Sonia Rosa, Managing Director, Operations, 212.656.2899.

Questions may also be directed to the FINRA On-Floor Surveillance Unit via the White Phone or in person at
the Unit's Booth on the Floor.

NYSE Regulation

Information Memo

NYSE Regulation, Inc.

NYSE Regulation, Inc. | 20 Broad Street

New York, NY 10005

nyse.com
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Number 09-20

May 5, 2009

TO: NYSE AND NYSE AMEX EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENT TO RULE 123C TO ADD TEMPORARY RULE SUSPENSIONS FOR AN
EXTREME ORDER IMBALANCE AT THE CLOSE

I. Purpose

The purpose of this Information Memo is advise members and member organizations that the New York
Stock Exchange, LLC (“NYSE”) and NYSE Amex, LLC (“NYSE Amex”) (collectively, the “Exchanges”)
have amended Rule 123C to provide the Exchanges with the ability to temporary suspend certain rule

requirements relating to the closing of securities at the Exchanges. 1   These amendments delete the
temporary provisions of Rule 48(b) relating to an extreme market volatility condition at the close, which was
were added in October 2008, as previously discussed in Information Memo 08-48 (Oct. 3, 2008), and adopt
them as Rule 123C(8). Rule 123C(8)(a)(1) has been adopted as a six-month pilot and the remainder of Rule
123C(8) has been adopted on a permanent basis.

II. Background

In October 2008, the NYSE amended Rule 48 to include the close of trading as a time when a qualified
Exchange officer would be permitted to declare an extreme market volatility condition. In such event, the
Exchange would temporarily suspend NYSE Rules 52 (Hours of Operation) and 123C(1) and (2) (Market on
the Close Policy and Expiration Policy), provided that certain requirements were met. Those amendments to
Rule 48 were temporary. When NYSE Amex relocated its equities operations to facilities and systems at 11
Wall Street, NYSE Amex Equities Rule 48, which is virtually identical to NYSE Rule 48, became operative for
NYSE Amex-traded equities securities.

III. Amendments to Rule 123C

The Exchanges have adopted the temporary amendments to Rule 48 by deleting those provisions from Rule
48 and moving them to Rule 123C, some on a permanent basis and some on a pilot basis. As part of the
amendments to Rule 123C, the Exchanges modified certain terms of the temporary suspensions and codified
certain practices for entry of orders after 4:00 p.m. Because the temporary suspensions are now governed by
Rule 123C, the Exchanges no longer need to declare a Floor-wide extreme market volatility condition at the
close before granting such relief and may grant such requests for relief, if warranted, on a security-by-security
basis. Such a temporary suspension is available to avoid, as appropriate, a closing price dislocation that may
result from extreme order imbalances at or near the close.

A. Rule 123C(8)(a)(1): Entering Offsetting Interest after 4:00 p.m.

Pilot Rule 123C(8)(a)(1) provides that the Exchanges may temporarily suspend Rule 52 on a security-by-
security basis so that interest may be solicited – including interest that may not have been present prior
to 4:00 p.m. – to offset any imbalance that may exist as of 4:00 p.m. (or earlier, in the case of an earlier
scheduled close). In connection with such solicitation requests:

• Interest must be solicited solely to offset any imbalance in a security that may exist as of 4:00 p.m.;
• The Exchanges will solicit such offsetting interest from both on-Floor and off-Floor participants

using NYSE Trader Updates and messages directed to Floor brokers' hand-held device and BBSS
screens;

• Exchange-issued solicitation requests will include information regarding security symbol, the
imbalance amount and side, the last sale price, and an order acceptance cut-off time designated by
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the Exchange. The order acceptance cut-off time will generally be five minutes from the issuance of
the solicitation request. In no event will the Exchanges accept offsetting interest after 4:30 p.m.; and

• Offsetting interest represented at the trading post in response to a solicitation request must be a
limit order priced no worse than the last sale, irrevocable, and represented by a Floor broker by no
later than the order acceptance cutoff time indicated in the solicitation request.

When closing a security subject to a Rule 52 temporary suspension, the DMM will not accept offsetting
interest after the order acceptance cut-off time. The DMM may close the security earlier than the order
acceptance cut-off time if the DMM receives offsetting interest that pairs off the imbalance so that the closing
price would be reasonably contiguous to the last sale price, i.e., a price point within cents of the last sale price
that would not be considered a dislocating closing price as compared to the last sale price during a regular
auction closing process. All interest included in the closing transaction will receive an allocation consistent
with the current parity model.

Any offsetting interest entered after 4:00 p.m. during a temporary suspension of Rule 52 must also be entered
into the Front End Systemic Capture database (“FESC”), as required by Rule 123(e). Because such interest
may not have been known until after 4:00 p.m., a Floor broker may represent such offsetting interest after
4:00 p.m. without first entering the details of the order into FESC, as required by Rule 123, so long as such
orders are entered into FESC on an “as of” basis immediately following execution of the order.

Rule 123C(8)(a)(1) has been approved as a six-month pilot starting April 13, 2009.

B. Rule 123C(8)(a)(2): Canceling MOC/LOC Legitimate Errors after 3:50 p.m.

Pursuant to Rule 123C(8)(a)(2), the Exchanges may temporarily suspend the restriction on canceling market-
on-close (“MOC”) and limit-on-close (“LOC”) orders after 3:50 p.m. on an order-by-order basis. Rules 123C(1)
and (2) provide that MOC and LOC orders cannot be canceled or reduced after 3:50 p.m. even if such
orders are legitimate errors. The amendments provide that if an erroneous MOC or LOC order would cause
significant price dislocation in the close, the Exchanges may consider temporarily suspending that restriction
on canceling or reducing an MOC/LOC order that is a legitimate error. For an MOC/LOC order that is a
legitimate error, but that would not have a significant impact on the closing price, the entering firm could not
take advantage of the temporary suspension. If it is determined that such an erroneous MOC/LOC order
would significantly dislocate the close, the Exchanges may grant a temporary suspension of Rule 123C(1) or
(2) so that such order can be cancelled or reduced at any time up until that particular security has closed.

C. Rule 123C(8)(b): Procedures for Granting Temporary Suspension of Rules

Only the DMM in a particular security may request the relief available under Rule 123C(8)(a) to temporarily
suspend either Rule 52 or Rule 123C(1) or (2). A determination to declare such a temporary suspension
on a security-by-security basis may be made after 4:00 p.m. (or earlier, in the case of an earlier scheduled
close). The determination to grant a temporary suspension under Rule 123C(8)(a), the entry or cancellation of
orders, and the closing of a security under that Rule must be supervised and approved by either an Executive
Floor Governor or a qualified NYSE Euronext employee, as defined under Rule 46(b)(v), and supervised by a
qualified Exchange Officer, as defined in NYSE Rule 48(d). Such requests should be memorialized on a Floor

Official Approval form. 2 

When determining whether to approve a temporary suspension under Rule 123C(8)(a), factors that may be
considered include, but are not limited to, when the order(s) that impacted the imbalance were entered into
Exchange systems or orally represented to the DMM, the impact of such order(s) on the closing price of that
security, the volatility of the security during the trading session, and the ability of the DMM to commit capital to
dampen the price dislocation.

IV. Supervision
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Member organizations are reminded that they must have adequate written policies, procedures, and
supervisory controls reasonably designed to comply with Rule 123C(8), as described in this Memorandum.
Failure to have adequate written policies and procedures in place or to have an adequate supervisory system
in place may result in disciplinary action.

V. Staff Contacts

Questions regarding Rule 123C(8) should be directed to NYSE staff as follows.

Operational questions should be directed to:

Paul Bauccio, Vice President, Floor Operations, at (212) 656-2929

Regulatory questions should be directed to:

Clare Saperstein, Managing Director, Office of General Counsel, NYSE Regulation, at (212) 656-2355

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
Booth adjacent to the Main Room. Questions that are not time sensitive may also be submitted to Ask Market
Surveillance. (For information about the Ask Market Surveillance system, refer to Information Memo 2006-3,
which was issued on January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

Claudia Crowley

Senior Vice President & Chief Of Staff

NYSE Regulation

NYSE Regulation

Information Memo

NYSE Regulation, Inc.

NYSE Regulation, Inc. | 20 Broad Street

New York, NY 10005

nyse.com

Number 10-52

December 22, 2010

TO: NYSE AND NYSE AMEX EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENT TO RULE 123C(9)(a)(1): ELECTRONIC INTEREST ACCEPTED AFTER 4:00 PM
TO OFFSET EXTREME IMBALANCE AT CLOSE

I. Purpose

The purpose of this Information Memo is to advise members and member organizations that the New York
Stock Exchange, LLC (“NYSE”) and NYSE Amex, LLC (“NYSE Amex”) (collectively, the “Exchanges”)
have filed to amend Rule 123C(9)(a)(1) to provide that if the Exchanges temporarily suspend the hours of
trading in order to solicit interest after 4:00 p.m. to offset an extreme order imbalance at the close, member
organizations can now enter interest electronically in response to such a solicitation. This rule change and
related system change will be effective January 3, 2011.

II. Background
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In 2009, the Exchanges adopted, on a pilot basis, Rule 123C(8)(a)(1) (now Rule 123C(9)(a)(1)), which
provides that the Exchanges may temporarily suspend Rule 52 on a security-by- security basis so that
interest may be solicited – including interest that may not have been present prior to 4:00 p.m. – to offset any
imbalance that may exist as of 4:00 p.m. (or earlier, in the case of an earlier scheduled close). As set forth in
Information Memo 09-20 (May 5, 2009), in connection with such solicitation requests:

• Interest may be solicited solely to offset any imbalance in a security that may exist as of 4:00 p.m.;
• The Exchanges will solicit such offsetting interest from both on-Floor and off-Floor participants

using NYSE Trader Updates and messages directed to Floor brokers' hand-held device and BBSS
screens;

• Exchange-issued solicitation requests will include information regarding security symbol, the
imbalance amount and side, the last sale price, and an order acceptance cut-off time designated by
the Exchange. The order acceptance cut-off time will generally be five minutes from the issuance of
the solicitation request. In no event will the Exchanges accept offsetting interest after 4:30 p.m.; and

• Offsetting interest represented at the trading post in response to a solicitation request must be a
limit order priced no worse than the last sale, irrevocable, and represented by a Floor broker by no
later than the order acceptance cutoff time indicated in the solicitation request.

III. System and Rule Changes to Accept Electronic Interest After 4:00 p.m.

Beginning January 3, 2011, if the Exchange publishes a solicitation request pursuant to Rule 123C(9)(a)
(1), Exchange systems will be able accept interest entered electronically after 4:00 p.m. This after-hours
electronic order acceptance will be available only if Rule 123C9(a)(1) is invoked.

In connection with this systems change, the Exchanges have amended Rule 123C(9)(a)(1)(iii), effective
January 3, 2011, to remove the limitation that only Floor brokers may represent interest to respond to a
solicitation request under the Rule and to adopt the rule on a permanent basis. The amendment also clarifies
that all interest submitted in accordance with the rule is executed consistent with to Exchange Rule 72(c). All
other aspects of the Rule and operation of Rule 123C(9)(a)(1) remain unchanged.

IV. Member Organization Compliance Obligations When Entering Electronic Interest After
4:00 p.m.

When Exchange systems have been opened after 4:00 p.m. pursuant to Rule 123C(9)(a)(1), the only interest
that may be entered after 4:00 p.m. is interest entered in response to a solicitation request. Exchange
systems will not verify side or price, and will not block post-4:00 p.m. cancellation of interest submitted under
this rule. Therefore, member and member organizations entering such interest are responsible for ensuring
compliance with the rule, such that the only interest that may be entered in response to such a solicitation
request is:

(i) offsetting;
(ii) a limit order priced no worse than the last sale price; and
(iii) not cancelled.

In addition, if Exchange systems have been opened after 4:00 p.m. in order to accept interest to offset an
extreme order imbalance at the close, during that period, member organizations and members may not
modify or cancel any orders that were entered before 4:00 p.m.

Failure to comply with these requirements for entering electronic interest in response to a solicitation request
is a violation of Exchange rules and may result in disciplinary action. In addition, member organizations are
reminded that they must have adequate written policies, procedures, and supervisory controls reasonably
designed to comply with Rule 123C(9)(a)(1), as described in this Memorandum. Failure to have adequate
written policies and procedures in place or to have an adequate supervisory system in place may also result
in disciplinary action.
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V. Staff Contacts

Questions regarding Rule 123C(9)(a)(1) should be directed to Exchange staff as follows.

Operational questions should be directed to:

Paul Bauccio, Senior Vice President, Floor Operations, at (212) 656-2929

Regulatory questions should be directed to:

Clare Saperstein, Vice President, NYSE Regulation, at (212) 656-2355

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
Booth adjacent to the Main Room.

___________________________

NYSE Regulation, Inc.

NYSE Regulation

Information Memo

Market Surveillance

NYSE Regulation, Inc. | 11 Broad Street

New York, NY 10005

nyse.com

Number 09-22

May 28, 2009

ATTENTION: COMPLIANCE AND LEGAL DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Procedures for Escalating and Addressing Inquiries Arising from Real-Time Regulatory or Trading
Issues

The purpose of this Information Memo is to remind all members and member organizations that they should
have a process in place to enable timely response to and resolution of inquiries from their employees or
NYSE Regulation, Inc. (“NYSE Regulation”) regarding real-time regulatory matters or trading activities on
the Floor or through NYSE systems. Such a process is mandated by Rule 342 which requires adequate
procedures for supervision and control of business activities, including a separate system of follow-up and
review, designed to achieve compliance with applicable rules and federal securities laws.

There have been recent instances in which Market Surveillance and/or member organization employees
have attempted to contact member organizations with respect to various regulatory issues but the member
organization was unable to promptly respond, and the matter could not therefore be resolved in a timely
fashion. The types of matters that require prompt escalation and attention include, but are not limited to,
account intrusion activity, unusually large orders that could have been submitted in error, unusual trading that
could be the result of aberrational algorithmic activity, potentially violative odd-lot transactions, or potentially
fraudulent or manipulative trading.

While it is important to maintain information barriers and confidentiality requirements, it is also necessary
that member organizations be able to quickly respond to real-time regulatory or trading issues in order to
maintain a fair and orderly market. NYSE Regulation recognizes that member organizations need to have
in place appropriate information barriers under applicable rules and federal securities laws and that such
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information barriers may implicate the sharing of information within a business unit in a member organization.
To that end, member organizations should have policies and procedures that retain information barriers
while providing for the prompt escalation, review, and resolution of all real-time trading issues by legal and
compliance staff. Risk managers, compliance officers, and/or other appropriate individuals within a business
unit should have access to necessary information (live order information, position information, etc.) and
necessary areas at the member organization in order to resolve such inquiries. The responsible individual(s)
should also be sufficiently supported in resolving these inquiries.

The identity (name, title, and location) and contact information (telephone numbers, email address, etc.)
for each individual designated pursuant to the member organization's policies and procedures for response
to real-time trading issues should be provided to all applicable member organization employees. At the
member organization's discretion, this contact information may also be provided to Market Surveillance, via
the Electronic Filing Platform.

Member organizations should update this contact information on a rolling basis. Also, policies and procedures
should provide a mechanism for NYSE Regulation personnel to have prompt access to the designated
individual(s) regarding any such inquiries.

In addition, for any regulatory questions relating to real-time trading activities on the Floor or through
NYSE systems, member organizations may contact Patricia Bergholc, Director, Market Surveillance, (212)
656-4948, pbergholc@nyx.com.

Staff Contacts

Questions regarding this Information Memo should be directed to Jean O'Rourke, Director, Market
Surveillance, (212) 656-6007, jorourke@nyx.com, or Peter Bon Viso, Senior Counsel, Market Surveillance,
(212) 656-5621, pbonviso@nyx.com.

___________________________

John F. Malitzis

Executive Vice President

Market Surveillance

NYSE Regulation

Information Memo

NYSE Regulation, Inc.

NYSE Regulation, Inc. | 20 Broad Street

New York, NY 10005

nyse.com

Number 11-13

May 16, 2011

TO: ALL NYSE AND NYSE AMEX EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW SEC RULE 15c3-5 GOVERNING SUPERVISION OF MARKET ACCESS

I. Purpose

New York Stock Exchange LLC (“NYSE”) and NYSE Amex Equities LLC (“NYSE Amex”) (collectively, the
“Exchange”) reminds members and member organizations that the new market access requirements set
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forth in SEC Rule 15c3-5 are scheduled to go into effect on July 14, 2011, and that members and member
organizations must have the required controls and procedures in place by that time. Failure to establish and
enforce the risk management controls and supervisory procedures required by SEC Rule 15c3-5 may also
violate Exchange Rules, including the supervisory requirements of Rule 342.

II. New SEC Rule 15c3-5

On November 3, 2010, the SEC adopted new Rule 15c3-5 to require broker-dealers with direct trading or
“market” access to an exchange or alternative trading system (“ATS”), or that provide a customer or any
other person with access to an exchange or ATS through use of its market participant identifier or otherwise,
to establish, document, and maintain a system of risk management controls and supervisory procedures
reasonably designed to manage the financial, regulatory, and other risks of its market access business. The
Rule applies to transactions by all broker-dealers with market access, and the Rule does not distinguish
between transactions for a broker-dealer's own account (including market making activities) and traditional
agency transactions.

SEC Rule 15c3-5 applies to any type of arrangement for “market access,” which is defined in Rule 15c3-5 as
“(i) access to trading in securities on an exchange or alternative trading system as a result of being a member
or subscriber of the exchange or alternative trading system, respectively; or (ii) access to trading in securities
on an alternative trading system provided by a broker-dealer operator of an alternative trading system to a
non-broker-dealer.” By virtue of the Rule's requirements, unfiltered, or “naked,” market access will no longer
be permitted.

As set forth in SEC Rule 15c3-5, the risk management controls and supervisory procedures must include the
following elements:

1. Financial Risk Management Controls and Supervisory Procedures

The financial risk management controls and supervisory procedures must be reasonably designed to
systematically limit the financial exposure of the broker-dealer that could arise as a result of market access,
including being reasonably designed to:

• Prevent the entry of orders that exceed appropriate pre-set credit or capital thresholds in the
aggregate for each customer and the broker-dealer and, where appropriate, more finely-tuned by
sector, security, or otherwise by rejecting orders if such orders would exceed the applicable credit or
capital thresholds; and

• Prevent the entry of erroneous orders, by rejecting orders that exceed appropriate price or size
parameters, on an order-by-order basis or over a short period of time, or that indicate duplicative
orders.

2. Regulatory Risk Management Controls and Supervisory Procedures

The regulatory risk management controls and supervisory procedures must be reasonably designed to
ensure compliance with all regulatory requirements, including being reasonably designed to:

• Prevent the entry of orders unless there has been compliance with all regulatory requirements that
must be satisfied on a pre-order entry basis;

• Prevent the entry of orders for securities for a broker-dealer, customer, or other person if such
person is restricted from trading those securities;

• Restrict access to trading systems and technology that provide market access to persons and
accounts pre-approved and authorized by the broker-dealer; and

• Assure that appropriate surveillance personnel receive immediate post-trade execution reports that
result from market access.
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SEC Rule 15c3-5 provides that a broker-dealer with market access may reasonably allocate, by written
contract, control over specific regulatory risk management controls and supervisory procedures to a client
that is a registered broker-dealer, provided that the broker-dealer with market access has a reasonable basis
for determining that such client, based on its position in the transaction and relationship with an ultimate
customer, has better access than the broker-dealer with market access to that ultimate customer and its
trading information such that it can more effectively implement the specified controls or procedures. In
addition, SEC Rule 15c3-5 provides that any such allocation of control does not relieve the broker-dealer with
market access from any obligation under the Rule, including the overall responsibility to establish, document,
and maintain a system of risk management controls and supervisory procedures reasonably designed to
manage the financial, regulatory, and other risks of market access.

III. Additional Considerations for Exchange Members and Member Organizations

Member organizations are reminded that under Exchange Rule 342 and FINRA Rule 3130, they must update
their existing written compliance and supervisory policies and procedures to reasonably ensure compliance
with the requirements of SEC Rule 15c3-5. Failure to have appropriate policies and procedures in place may
result in disciplinary action under Exchange rules.

The Exchange is assessing whether changes to its sponsored access rules are appropriate to align such
rules with SEC Rule 15c3-5. Previous guidance on sponsored or market access, and in particular the
relevant portions of Information Memo 02-48 (November 7, 2002), which sets forth the responsibilities
of Exchange members and member organizations when utilizing electronic order routing systems, are
superseded by SEC Rule 15c3-5 and may no longer be relied on. Members and member organizations
should note, however, that sponsored or market access arrangements must continue to comply with all
Exchange audit trail requirements, including the Front End Systemic Capture (“FESC”) requirements of Rule
123.

Finally, the Exchange does not anticipate disabling any existing connectivity arrangements solely as a
result of SEC Rule 15c3-5 going into effect. All member organizations must ensure that any connectivity
arrangements are in compliance with the Rule before July 14, 2011.

IV. Additional Information

Please note that the foregoing description of SEC Rule 15c3-5 is a summary of the applicable requirements,
and the actual rule text and adopting SEC release are controlling. Members and member organizations
should review the final adopting release for Rule 15c3-5 on the SEC's website at http://www.sec.gov/rules/
final/2010/34-63241.pdf. The SEC has also created a Small Entity Compliance Guide, which can be found at
http://www.sec.gov/rules/final/2010/34-63241-secg.htm.

V. Staff Contact Information

Questions regarding this Information Memo should be directed to:

NYSE Regulation Contacts

Clare Saperstein, Vice President, NYSE Regulation, Inc., 212.656.2355, or

David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166.

FINRA Contacts

Sue Lui Facendola, Vice President, Member Trading, 917.281.3085, or

Peter Stoehr, Vice President, TMMS Administration, 212.858.4722.

___________________________
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NYSE Regulation, Inc.

Information Memo

Market Surveillance

NYSE

New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

Number 95-28

July 10, 1995

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Positioning to Facilitate Customer Orders

The purpose of this memorandum is to present the Exchange's view of various trading strategies employed
by member organizations to facilitate customer stock or program orders. Although it is not possible to provide
an all-inclusive discussion of these strategies, the Exchange believes it is important to describe the kind of
activity which would be inconsistent with just and equitable principles of trade.

A member organization “A” commits to sell (buy) securities after the close to (from) a customer at the closing
price on the Exchange. To position itself to facilitate this transaction, “A” buys (sells) the stock(s) throughout
the day in a proprietary account, assuming the risk of the market. In order to reduce the risk of the proprietary
position it is assuming during the day, “A” leaves a portion of the position to be executed at the close. If
the size of the transaction(s) “A” intends to execute at the close can reasonably be expected to impact the
closing price(s), “A” should not buy (sell) any stock related to that position near the close. (“:A” would not be
precluded from entering proprietary market-on-close orders for execution in the closing transaction, if “A”
is not representing any proprietary orders near the closing transaction). What constitutes “near the close”
depends upon the degree of risk which can reasonably be attributed to the position established by that trade
versus the reasonably anticipated impact the trade at the close will have on the closing price. While each
situation may be unique, depending upon the size of the transaction and the liquidity of the stock, generally
traded executed after 3:40 p.m. would be considered “near the close.” Engaging in such transactions for
the firm's proprietary account would be conducted inconsistent with just and equitable principles of trade.
However, “A” would not be precluded from executing the customer's order on an agency basis at any time,
including at or near the close. It should be recognized, however, that this does not preclude the Exchange
from determining that such activity may be a violation of the anti-manipulative provisions of the Securities
Exchange Act of 1934 or Exchange rules.

Similarly, intra-day, it would be conduct inconsistent with just and equitable principles of trade for a member
organization to effect any transactions in a stock while knowing of the imminent execution of a block, in order
to subsequently liquidate the position by (over) participating on the contra-side of the block transaction. For
example, if “A” knows a block will be bought one-quarter of a point up from the current market, “A” should not
buy stock to subsequently sell into the block transaction at the higher price.

In addition, it would be conduct inconsistent with just and equitable principles of trade for any person to
disclose to any other person trading strategies or customers' orders for the purpose of that person taking
advantage of the information for personal benefit or for the benefit of the member organization. This does not,
however, preclude a member organization from soliciting interest to trade with the contra side of a block in the
normal course of engaging in block facilitation activities.
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Member organizations are required to establish and maintain procedures reasonably designed to review
facilitation activities for compliance with Exchange rules and federal securities laws. Member organizations
must ensure that trading strategies engaged in by their proprietary traders to facilitate customers' orders
have an economic basis and are not engaged in to mark the closing price or to mark the value of a position.
In addition, before any at-the-close customer order is transmitted to the Floor, the member organization
accepting the order must exercise due diligence to learn the essential facts relative to the order, including
the purpose and propriety of the at-the-close instructions, particularly when it has knowledge of other orders
executed for the customer's account during the day.

Questions regarding the above may be directed to Agnes Gautier at (212) 656-4608.

___________________________

Robert J. McSweeney

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  A "legitimate error" is an error in any term of a MOC/LOC order, such as price, number of shares, buy/
sell, or identification of the security. See Rule 123C(1)(c).

2  Imbalance publications include both MOC and marketable LOC orders (based on the last sale price
at the time the publication is made). See Rule 123C(1)(b) & (d), defining "Informational Imbalance
Publications" and "Mandatory MOC/LOC Imbalance Publications." For more information on how
imbalance publications are calculated, see Rule 123C(4).

3  On a day that trading on the Exchange is scheduled to close earlier than 4:00 p.m., the Exchange will
disseminate Order Imbalance Information every five (5) seconds starting at 10 minutes prior to the
Close. See Rule 123C(6)(a)(v).

4  For more information on the execution of orders at the Close, see Rule 123C(7). Members and member
organizations are reminded that, when arranging the Close, they may not use the Display Book system
in an inappropriate manner designed to discover information about unelected stop orders.

1  A "legitimate error" is an error in any term of a MOC/LOC order, such as price, number of shares, buy/
sell, or identification of the security. See Rule 123C(1)(c).

2  Imbalance publications include both MOC and marketable LOC orders (based on the last sale price
at the time the publication is made). See Rule 123C(1)(b) & (d), defining "Informational Imbalance
Publications" and "Mandatory MOC/LOC Imbalance Publications." For more information on how
imbalance publications are calculated, see Rule 123C(4).

3  On a day that trading on the Exchange is scheduled to close earlier than 4:00 p.m., the Exchange will
disseminate Order Imbalance Information every five (5) seconds starting at 10 minutes prior to the
Close. See Rule 123C(6)(a)(v).

4  For more information on the execution of orders at the Close, see Rule 123C(7). Members and member
organizations are reminded that, when arranging the Close, they may not use the Display Book system
in an inappropriate manner designed to discover information about unelected stop orders.

1  See SEC Release No. 59755 (Apr. 13, 2009), 74 FR 18009 (Apr. 20, 2009) (SR-NYSE-2009-18 and SR-
NYSEAltr-2009-15).
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2  See Member Education Bulletin 2006-24 (Dec. 29, 2006), which describes the Floor Official Approval
process. Floor Official Approval forms, which are available in the On-Floor Surveillance Unit's booth, are
one-page, pressure-sensitive reports that provide copies for the participants in the approval process. The
member submitting the Form to the On-Floor Surveillance Unit should retain a copy of the Form, as a
required business record under Rule 440.

1  A "legitimate error" is an error in any term of a MOC/LOC order, such as price, number of shares, buy/
sell, or identification of the security. See Rule 123C(1)(c).

2  Imbalance publications include both MOC and marketable LOC orders (based on the last sale price
at the time the publication is made). See Rule 123C(1)(b) & (d), defining "Informational Imbalance
Publications" and "Mandatory MOC/LOC Imbalance Publications." For more information on how
imbalance publications are calculated, see Rule 123C(4).

3  On a day that trading on the Exchange is scheduled to close earlier than 4:00 p.m., the Exchange will
disseminate Order Imbalance Information every five (5) seconds starting at 10 minutes prior to the
Close. See Rule 123C(6)(a)(v).

4  For more information on the execution of orders at the Close, see Rule 123C(7). Members and member
organizations are reminded that, when arranging the Close, they may not use the Display Book system
in an inappropriate manner designed to discover information about unelected stop orders.

1  See SEC Release No. 59755 (Apr. 13, 2009), 74 FR 18009 (Apr. 20, 2009) (SR-NYSE-2009-18 and SR-
NYSEAltr-2009-15).

2  See Member Education Bulletin 2006-24 (Dec. 29, 2006), which describes the Floor Official Approval
process. Floor Official Approval forms, which are available in the On-Floor Surveillance Unit's booth, are
one-page, pressure-sensitive reports that provide copies for the participants in the approval process. The
member submitting the Form to the On-Floor Surveillance Unit should retain a copy of the Form, as a
required business record under Rule 440.
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March 14, 2012

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: FEE RATE ADVISORY

I. Purpose

This Information Memo advises New York Stock Exchange LLC (“NYSE”) and NYSE Amex Equities
LLC (“NYSE Amex Equities”) (collectively, the “Exchange”) members and member organizations that the
Securities and Exchange Commission (“SEC” or “Commission”) has announced a mid-year adjustment to
certain fees charged to registered broker-dealers and other market participants pursuant to the Securities Act
of 1933 (“Securities Act”) and the Securities Exchange Act of 1934 (“Exchange Act”). The changes take effect
on April 1, 2012.

II. Background

Under the Investor and Capital Markets Fee Relief Act, annual adjustments are made by the Commission to
rates that are paid under Section 6(b) of the Securities Act and Sections 13(e), 14(g), and 31 of the Exchange
Act. The Exchange Act requires the Commission to adjust the Section 31 fee rate on an annual basis to
levels the SEC estimates will generate collections equal to numeric targets set in the statute. The Act also
requires the Commission to adjust the Section 31 fee rate if it estimates that the baseline estimate of the
dollar volume of sales of securities used to calculate the annual adjusted fee rate is reasonably likely to be
10 percent (or more) greater or less than the actual dollar volume for that fiscal year. Pursuant to Exchange
Rule 440H (“Activity Assessment Fees”), the Exchange offsets its Section 31 fee obligations by collecting
“Activity Assessment Fees” from member organizations based on securities transaction data reported by the

Depository Trust & Clearing Corporation at a rate equal to that prescribed under Section 31. 1 

III. Fee Adjustment

Pursuant to SEC Press Release No. 2012-35, dated March 1, 2012, the Section 31 fee rate applicable to
securities transactions for all trades settling on or after April 1, 2012 on the NYSE and NYSE Amex Equities
will increase from the current rate of $18.00 per million dollars in transactions to $22.40 per million dollars of
transactions. The Section 31(d) security futures transactions assessment will remain at the current rate of
$0.0042 for each round turn transaction.

IV. Contact Information

Questions regarding the new fee rate for Section 31 may be directed to the SEC's Office of Interpretation and
Guidance in the Division of Trading and Markets at (202) 551-5777 or .

Questions on Rule 440H can be directed to Patrick Boyle at (212) 656-5280.

Additionally, you may contact your FINRA Regulatory Coordinator with any questions you may have
regarding this memo.

___________________________

NYSE Regulation, Inc

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Footnotes

1  For additional information on Rule 440H and Transaction Fees, see NYSE Information Memos 04-42
(dated August 5, 2004), 05-36 (dated May 13, 2005), 05-48 (dated July 19, 2005), 05-92 (dated
December 6, 2005), 06-77 (dated November 3, 2006), 07-46 (dated May 21, 2007), 08-03 (dated
January 14, 2008), 08-16 (dated March 28, 2008), 09-17 (dated April 2, 2009), 10-04 (dated January 1,
2010), 10-13 (March 15, 2010), 11-2 (dated January 7, 2011), and 12-5 (January 25, 2012).
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January 31, 2012

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: RULE 103B AMENDMENTS EFFECTIVE JANUARY 16, 2012

I. Overview

The New York Stock Exchange LLC (“NYSE”) and NYSE Amex, LLC (“NYSE Amex”, together with NYSE,
the “Exchange”) have filed with the Securities and Exchange Commission rule proposals to amend Exchange
Rule 103B in the following manner:

• Extend the Allocation Sunset Policy from six months to 12 months;
• Permit an issuer to submit a written letter to an Exchange Selection Panel (“ESP”) expressing a

preference for a Designated Market Maker (“DMM”) if the issuer has delegated authority to the
Exchange to select the DMM unit; and

• Align the quiet period for issuer contact with DMM units or the ESP.

The effective date of these rule changes is January 16, 2012. 1   A copy of the rule text, as amended, is
attached.

II. Description of Rule Changes

A. Allocation Sunset Policy Extended to 12 Months

Exchange Rule 103B(VI)(H), the Allocation Sunset Policy, sets forth how long allocation decisions remain
effective with respect to any initial public offering listing company that lists on the Exchange. Because
allocation decisions are generally made prior to the date of an initial public offering, the Allocation Sunset
Policy provides for a period for DMM allocation decisions to remain effective pending the initial public offering.
Currently, allocation decisions remain effective for six months. With the rule change, allocation decisions will
remain effective for 12 months.

B. Issuer Written Preference Submission

Exchange Rule 103B(III) provides issuers with the choice either to select its DMM unit directly or to delegate
the authority to the Exchange to select its DMM unit. When authority has been delegated to the Exchange,
the Exchange convenes an ESP to select the DMM unit based on a review of all information available to the
issuer. The Exchange has amended Rule 103B(III)(1) to provide that when an issuer delegates authority to
the Exchange to select its DMM unit, the ESP may consider written submissions from the issuer that express
the issuer's preference. Such issuer written submissions are not required and would be non-binding on the
ESP.

If an issuer chooses to submit a written preference submission, such submission should provide supporting
justification for why an issuer prefers a particular DMM unit. Among other things, the issuer should include
information about the due diligence that was conducted as part of the issuer's preference for a particular
DMM unit. Factors that the ESP will take into consideration when reviewing a preference submission include
the number of DMM units that the issuer considered (generally, a minimum of three DMM units should be
reviewed), and the extent of the due diligence conducted of each DMM unit (i.e., which representatives from
the DMM units, if any, that the issuer has met with and whether the issuer has reviewed written materials from
the DMM unit, and if so, what type of materials).
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The Exchange also amended Rule 103B(III)(B)(1) to provide that the ESP may choose to interview one or
more individuals associated with the DMM unit. The Exchange also removed the reference to non-DMM
Executive Floor Governors as such reference is redundant of the requirement that the ESP include three non-
DMM Executive Floor Governors or Floor Governors.

C. Quiet Periods Aligned

Exchange Rule 103B(III) currently provides for a “quiet period” during which the DMM unit may not have
contact with the issuer or ESP. The rule previously separated the description of the quiet periods in Rule
103B(III)(A)(2) for when the issuer selects the DMM unit and 103B(III)(B)(1) for when authority has been
delegated to the Exchange to select the DMM unit. To make the quiet periods more consistent regardless
of the issuer's election, the Exchange amended Rule 103B(III) to provide that after the Exchange provides
written notice to the DMM units that the issuer is listing on the Exchange, no individual associated with a
DMM unit may contact the issuer, or the ESP if applicable, until the allocation is made, except as otherwise
provided for in the rule (e.g., as permitted during the interview).

III. Staff Contacts

Questions regarding the allocation process may be addressed to the following:

• David Ethridge, Senior Vice President, Global Listings, 212.656.2419;
• Frank DeGarcia, Vice President, Operations, 212.656.6852; or
• Lydia Offord, Global Listings, 212.656.4603; or

Questions regarding the NYSE and NYSE Amex Equities Rules cited in this notice may be addressed to:

○ Clare Saperstein, Vice President, NYSE Regulation, Inc., 212.656.2355; or
○ David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166.

Attachment

___________________________

NYSE Regulation, Inc

Attachment NYSE Rules

Additions to rule text underlined

Deletions to rule text [bracketed]

Rule 103B. Security Allocation and Reallocation

(I)-(II) No change

(III) ALLOCATION

The issuer may select its DMM unit directly or delegate the authority to the Exchange to select its DMM
unit. After the Exchange provides written notice to DMM units that the issuer is listing on the Exchange,
no individual associated with a DMM unit may contact such issuer, or the Exchange Selection Panel if
applicable, until the allocation is made, except as otherwise provided below.

(A) DMM Unit Selected by the Issuer

(1) No change

(2) [DMM units, or any individuals acting on their behalf, may not have any contact with any listing
company once the Exchange provides written notice to DMM units that the listing company is listing on
the Exchange].
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[(3)] Interview Between the Issuer and DMM Units

(a)-(d) No change

[(4)] (3) Issuer's Selection of DMM Unit

(a) No change

*****

(B) DMM Unit Selected by the Exchange

(1) If the issuer delegates authority to the Exchange to select its DMM unit, an Exchange Selection
Panel (“ESP”) shall be convened to select a DMM unit based on a review of all information available to
the issuer. The ESP shall consist of: (a) at least one member of the Exchange's Senior Management,
as designated by the Chief Executive Officer (“CEO”) of the Exchange or his or her designee, (b)
any combination of two Exchange Senior Management or Exchange Floor Operations Staff, to be
designated by the Executive Vice-President of Exchange Floor Operations or his/her designee; and
(c) [any combination of] three [non-DMM Executive Floor Governors (“EFGs”) or] non-DMM Floor
Governors for a total of six members. Such issuer may choose to submit a letter to the ESP indicating
its preference and supporting justification for a particular DMM unit. The ESP may consider such letter
in performing its duty to select a DMM unit for the issuer.

The Exchange Selection Panel shall select the DMM unit pursuant to the provisions of 103B(III)(A)
above and inform the issuer of its selection. The ESP may also interview one or more individuals
associated with a DMM unit. [Individuals associated with the DMM units may not communicate about
the DMM unit selection process with members of the ESP from the time the issuer delegates the
assignment responsibility to the Exchange until the ESP announces its assignment decision.]

The selection of the DMM unit shall be made by majority vote with any tie votes being decided by the
CEO of the Exchange or his or her designee. The Exchange shall notify the DMM unit and the issuer.
The DMM unit shall then be responsible for providing the issuer with the name of the DMM with the
requisite experience and skill it believes is appropriate to trade the issuer's security.

*****

VI. POLICY NOTES

(A)-(G) No change

(H) Allocation Sunset Policy

Allocation decisions shall remain effective with respect to any initial public offering listing company which lists
on the Exchange within [six] twelve months of such decision. In situations in which the selected DMM unit
merges or is involved in a combination within the [six] twelvemonth period, the company may choose whether
to stay with the selected DMM unit, or be referred to allocation. If a listing company does not list within [six]
twelve months, the matter shall be referred for allocation through the allocation process pursuant to NYSE
Rule 103B, Section III.

(I) No change

(VII)-(IX) No change

*****

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Footnotes

1  See Securities Exchange Act Release Nos. 66047 (Dec. 23, 2012), 76 FR 82339 (Dec. 30, 2011) (SR-
NYSE-2011-64) and 66044 (Dec. 23, 2011), 76 FR 82344 (Dec. 30, 2011) (SR-NYSEAmex-2011-100).
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January 25, 2012

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: FEE RATE ADVISORY

I. Purpose

This Information Memo advises New York Stock Exchange LLC (“NYSE”) and NYSE Amex Equities
LLC (“NYSE Amex Equities”) (collectively, the “Exchange”) members and member organizations that the
Securities and Exchange Commission (“SEC” or “Commission”) has announced changes to certain fees
charged to registered broker-dealers and other market participants pursuant to the Securities Act of 1933
(“Securities Act”) and the Securities Exchange Act of 1934 (“Exchange Act”). The changes take effect on
February 21, 2012.

II. Background

Under the Investor and Capital Markets Fee Relief Act, annual adjustments are made by the Commission to
rates that are paid under Section 6(b) of the Securities Act and Sections 13(e), 14(g), and 31 of the Exchange
Act. The Exchange Act requires the Commission to adjust the Section 31 fee rate on an annual basis to levels
the SEC estimates will generate collections equal to numeric targets set in the statute. Pursuant to Exchange
Rule 440H (“Activity Assessment Fees”), the Exchange offsets its Section 31 fee obligations by collecting
“Activity Assessment Fees” from member organizations based on securities transaction data reported by the

Depository Trust & Clearing Corporation at a rate equal to that prescribed under Section 31. 1 

III. Fee Adjustment

Pursuant to SEC Press Release No. 2012-15, dated January 20, 2012, the Section 31 fee rate applicable
to securities transactions for all trades settling on or after February 21, 2012 on the NYSE and NYSE Amex
Equities will decrease from the current rate of $19.20 per million dollars in transactions to a new rate of
$18.00 per million dollars in transactions. The current rate of $19.20 per million will remain in effect until
February 21, 2012. Furthermore, the Section 31(d) security futures transactions assessment will remain at the
current rate of $0.0042 for each round turn transaction.

IV. Contact Information

Questions regarding the new fee rate for Section 31 may be directed to the SEC's Office of Interpretation and
Guidance in the Division of Trading and Markets at (202) 551-5777 or .

Questions on Rule 440H can be directed to Patrick Boyle at (212) 656-5280.

Additionally, you may contact your FINRA Regulatory Coordinator with any questions you may have
regarding this memo.

___________________________

NYSE Regulation, Inc

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Footnotes

1  For additional information on Rule 440H and Transaction Fees, see NYSE Information Memos 04-42
(dated August 5, 2004), 05-36 (dated May 13, 2005), 05-48 (dated July 19, 2005), 05-92 (dated
December 6, 2005), 06-77 (dated November 3, 2006), 07-46 (dated May 21, 2007), 08-03 (dated
January 14, 2008), 08-16 (dated March 28, 2008), 09-17 (dated April 2, 2009), 10-04 (dated January 1,
2010), 10-13 (March 15, 2010) and 11-2 (dated January 7, 2011).
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January 25, 2012

   TO: ALL NYSE AND NYSE AMEX EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: APPLICATION OF RULE 452 TO CERTAIN TYPES OF CORPORATE GOVERNANCE PROXY
PROPOSALS

I. Purpose

This Information Memo relates to the application of New York Stock Exchange LLC (“NYSE”) and NYSE
Amex Equities LLC (“NYSE Amex Equities”) (collectively, the “Exchange”) Rule 452 to certain types of
corporate governance proxy proposals.

Rule 452 governs when Exchange member organizations may vote customer shares without specific client
instructions. In the past, the Exchange has ruled certain corporate governance proposals as “Broker May
Vote” matters for uninstructed customer shares when the proposal in question is supported by company
management.

More recently, the approach to broker voting of uninstructed shares has narrowed through changes in
Exchange rules as well as through legislative action. For example, the Exchange amended Rule 452 in 2010
to prohibit brokers from voting uninstructed shares in the election of directors (other than directors of an
investment company registered with the SEC under the Investment Company Act of 1940), and the Dodd-
Frank Act codified this approach. In addition the Dodd-Frank Act specifically prohibited brokers from voting
uninstructed shares on executive compensation.

In light of these and other recent congressional and public policy trends disfavoring broker voting of
uninstructed shares, the Exchange has determined that it will no longer continue its previous approach under
Rule 452 of allowing member organizations to vote on such proposals without specific client instructions.
Accordingly, proposals that the Exchange previously ruled as “Broker May Vote” including, for example,
proposals to de-stagger the board of directors, majority voting in the election of directors, eliminating
supermajority voting requirements, providing for the use of consents, providing rights to call a special
meeting, and certain types of anti-takeover provision overrides, that are included on proxy statements going
forward will be treated as “Broker May Not Vote” matters.

As is always the case, listed companies are urged to consult with Exchange staff with any questions
regarding particular proposals.

II. Staff Contact Information

Questions regarding this Information Memo should be directed to:

John Carey, Chief Counsel, NYSE Regulation, Inc., 212.656.5640; or

David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166.

_________________________

NYSE Regulation, Inc

Copyright 2019, NYSE Group, Inc. All rights reserved.
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January 20, 2012

   TO: ALL NYSE AND NYSE AMEX EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO RULES 70.26 (PEGGING FOR D-QUOTES AND E-QUOTES) AND 72
(PRIORITY OF BIDS AND OFFERS AND ALLOCATION OF EXECUTIONS)

I. Purpose

This Information Memo informs New York Stock Exchange LLC (“NYSE”) and NYSE Amex Equities LLC
(“NYSE Amex Equities”) (collectively, the “Exchange”) members and member organizations of recent

amendments to Rules 70.26 and 72 relating to pegging orders. 1 

These rule changes require certain operational and system changes to the pegging order functionality.
For a description of these changes and the implementation schedule, see NYSE Trader, Enhancement
to Pegging Orders, dated January 13, 2012, available at http://traderupdates.nyse.com/2012/01/
enhancement_to_pegging_orders.html.

II. Description of Changes to Rule 70.26

Prior to the recent amendments, Rule 70.26 (Pegging for d-Quotes and e-Quotes) provided that an e-Quote
may be set to provide that it will be available for execution at the national best bid (“NBB”) or at the national
best offer (“NBO”) as the national best bid or offer (“NBBO”) changes, so long as the NBBO is at or within
the e-Quote's limit price. Rule 70.26 also provided that, as long as the NBB or NBO is within the pegging
price range selected by the Floor broker, the pegging e-Quote or d-Quote will join the NBB or NBO as it is
autoquoted. As such, pegging interest may peg to a price that may not be displayed at the Exchange. For
example, if the NBB is $10.05 and the Exchange best bid is $10.04, a pegging e-Quote to buy will display at
the Exchange at $10.05, thus creating a new Exchange best bid.

The Exchange has amended Rule 70.26 to:

• provide that a pegging e-Quote or d-Quote to buy (sell) will not peg to an NBB (NBO) that is locking
or crossing the Exchange best offer (bid), but shall instead join the next available best-priced non-
pegging interest that does not lock or cross the Exchange best offer (bid);

• provide that if the NBB (NBO) is not within the pegging price range selected by the Floor broker,
then a pegging e-Quote or d-Quote to buy (sell) will join the next available best-priced non-pegging
interest that is within the price range selected by the Floor broker;

• remove the ability of Floor brokers to specify a maximum size validation for e-Quotes and d-Quotes;
• specify that the non-pegging interest to which a pegging e-Quote may peg may be available on the

Exchange or may be a protected bid or offer on an away market; and
• delete the last sentence of paragraph (xiii) to Rule 70.26.

III. Description of Changes to Rule 72

Under Rule 72(a)(ii), a bid/offer is considered the “setting interest” when it is established as the only
displayable bid/offer at a particular price and is the only displayable interest when such price is or becomes
the Exchange best bid or offer (“BBO”). A bid/offer considered setting interest is entitled to priority for
allocation of executions at that price. Under NYSE Rule 72(a)(ii)(G), if non-pegging interest is the setting
interest, it retains its priority even if joined at that price by a pegging e-Quote. However, if at the time non-
pegging interest becomes the Exchange BBO, an e-Quote is pegging to such non-pegging interest, all such
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interest is considered to be entered simultaneously and, therefore, no interest is considered the setting
interest.

The Exchange has amended Rule 72(a)(ii)(G) to reflect that non-pegging interest that becomes the Exchange
BBO will be considered the setting interest even if an e-Quote is pegging to such non-pegging interest.

IV. Staff Contact Information

Questions regarding this Information Memo should be directed to:

Clare Saperstein, Vice President, NYSE Regulation, Inc., 212.656.2355; or

David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166.

Attachments (Amended Rule 70.26 and 72)

___________________________

NYSE Regulation, Inc

Additions are underlined;

Deletions are [bracketed].

NYSE Rules

Rule 70. Execution of Floor Broker Interest

* * * * *

• • • Supplementary Material: 

* * * * *

.26 Pegging for d-Quotes and e-Quotes.

(i) An e-Quote, other than a tick-sensitive e-Quote, may be set to provide that it will be available for execution
at the National best bid (“NBB”) (for an e-Quote that represents a buy order) or at the National best offer
(“NBO”) (for an e-Quote that represents a sell order) as the National best bid or offer (“NBBO”) changes, so
long as the NBBO is at or within the e-Quote's limit price.

(ii) - (vi) No change.

(vii) Pegging e-Quotes and d-Quotes peg only to other non-pegging interest within the pegging range
selected by the Floor broker. Such non-pegging interest may be available on the Exchange or may be a
protected bid or offer on an away market.

(viii) - (ix) No change.

(x) As long as the NBB is at or within the pegging price range selected by the Floor broker with respect
to a buy-side e-Quote or d-Quote, or the NBO is within the price range selected by the Floor broker with
respect to a sell-side e-Quote or d-Quote, the pegging e-Quote or d-Quote will join such NBB or NBO as it is
autoquoted.

(A) A pegging e-Quote or d-Quote to buy (sell) will not peg to an NBB (NBO) that is locking or crossing
the Exchange best offer (bid), but shall instead join the next available best-priced non-pegging interest
that would not lock or cross the Exchange best offer (bid).

(B) If the NBB (NBO) is not within the pegging price range selected by the Floor broker, then a pegging
e-Quote or d-Quote to buy (sell) shall join the next available best-priced non-pegging interest within the
price range selected by the Floor broker.

(xi) - (xii) No change.
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(xiii) A Floor broker may establish a minimum [and/or maximum] size of same-side volume to which his or her
e-Quote or d-Quote will peg. [Other pegging e-Quote or d-Quote volume will not be considered in determining
whether the volume parameters set by the Floor broker have been met.]

* * * * *

Rule 72. Priority of Bids and Offers and Allocation of Executions

The provisions of this rule shall be in effect during a Pilot set to end on January 31, 2012.

(a) Priority of First Bid or Offer

(i) As used in this rule, the term “displayable” shall mean that portion of interest that could be published
as, or as part of, the Exchange BBO. Displayable odd-lot orders will be published as part of the Exchange
BBO if, when aggregated with other interest available for execution at that price point, the sum of the odd-lot
order and other interest available at that price point would be equal to or greater than a round lot. The term
“displayed interest” includes that part of an order that is published as, or as part of, the Exchange BBO, which
may include one or more odd-lot orders.

(ii) When a bid or offer is established as the only displayable bid or offer made at a particular price and
such bid or offer is the only displayable interest when such price is or becomes the Exchange BBO (the
“setting interest”), such setting interest shall be entitled to priority for allocation of executions at that price as
described in this rule, subject to the provisions below.

(A) - (F) No change.

(G) If [a] non-pegging [e-Quote] interest becomes the Exchange BBO, [is] it shall be considered the
setting interest even if an e-Quote is pegging to such non-pegging interest, and it shall retain its priority
even if subsequently joined at that price by a pegging e-Quote. (See Rule 70.26 - Pegging for e-Quotes
and d-Quotes.) [If, however, at the time non-pegging interest becomes the Exchange BBO, an e-Quote
is pegging to such non-pegging interest, all such interest is considered to be entered simultaneously
and, therefore, no interest is setting interest.]

* * * * *

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release No. 34-66031 (December 22, 2011), 76 FR 82024 (December 29,
2011) (SR-NYSE-2011-62) and Securities Exchange Act Release No. 34-65889 (December 5, 2011), 76
FR 77040 (December 9, 2011) (SR-NYSE-2011-60).
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 12-2

Click to open document in a browser

January 17, 2012

   TO: ALL FLOOR MEMBERS, MEMBER ORGANIZATIONS AND TRADING FLOOR PERSONNEL

SUBJECT: NYSE GAMBLING POLICY

The following serves a reminder to New York Stock Exchange LLC (“NYSE”) and NYSE Amex Equities LLC
(“NYSE Amex”) (collectively, the “Exchange”) members, member organizations and employees subject to
their supervision that promoting or participating in certain gambling activities on NYSE premises, including the
NYSE and NYSE Amex trading Floor, is strictly prohibited by the Floor Conduct and Safety Guidelines and
Exchange Rules, including but not limited to Rule 476(a)(7) (“Exchange Rules and Policies”). See Information
Memo 11-20, dated July 1, 2011.

Gambling is a criminal offense in New York and also a violation of Exchange Rules and Policies when a
person, in a capacity other than as a participant or “player,” operates, promotes or advances a gambling
enterprise or activity with the agreement or understanding that they will receive money, property or otherwise
share in the proceeds of the gambling activity pursuant to the agreement or understanding.

Any remuneration or payment, including tips or gratuities to the individual advancing or promoting the
gambling activity made pursuant to any custom or practice, can constitute an agreement or understanding
to participate in the proceeds of gambling activity. For example, a sporting event pool where the participants
purchase participation in the pool and each of the persons who win pay the person who organizes and
promotes the pool an amount of money equal to a percentage of their winnings would be criminal and violate
Exchange Rules and Policies. Other examples of prohibited gambling activity include schemes such as
bookmaking, numbers games, or other organized for-profit betting activity relating to sporting activities, other
outside events or games of chance.

Telephones, computers, or other communications devices or business equipment located on the Floor or
other premises under NYSE control may not be used for any prohibited gambling activities. Further, the
display or visible possession of gambling devices such as pool boxes, betting slips, etc. used in any gambling
activity is also strictly prohibited on the Floor or other premises under NYSE control.

Members and member organizations are reminded that the Floor Conduct and Safety Guidelines require that
all persons, while on the Floor or on other premises under NYSE control, refrain from engaging in any act or
practice that may be detrimental to the interest or welfare of the NYSE.

If you have any questions about whether a particular activity is prohibited, you should consult with your firm's
compliance officer, senior manager, and/or legal counsel.

Questions about this policy or complaints about potential violations should be directed to:

Patricia Bergholc, Director, FINRA Market Regulation, 917.281.3054; or

Clare Saperstein, Vice President, NYSE Regulation, Inc., 212.656.2355; or

David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166.

Questions may also be directed to the FINRA On-Floor Surveillance Unit via the White Phone or in person at
the Unit's Booth on the Floor.

___________________________

NYSE Regulation, Inc

Copyright 2019, NYSE Group, Inc. All rights reserved.
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The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 12-1

Click to open document in a browser

January 10, 2012

   TO: ALL NYSE AND NYSE AMEX EQUITIES MEMBER ORGANIZATIONS

SUBJECT: ENHANCED ELECTRONIC BLUE SHEET SUBMISSIONS-EXCHANGE RULE 410A

I. Overview and /or Purpose

The New York Stock Exchange LLC (“NYSE”) and NYSE Amex, LLC (“NYSE Amex”, together with NYSE,
the “Exchange”), in conjunction with FINRA and other interested members of the Intermarket Surveillance

Group (collectively, the “ISG interested members”) 1  , are enhancing the data required to be submitted under
Exchange Rule 410A (also known as “Electronic Blue Sheets” or “EBS”) to improve the regulatory agencies'

ability to analyze trading activities and to support compliance with an SEC rules provision. 2 

II. Summary of Changes

Effective August 31, 2012, Exchange member organizations (referred to as “firms”) will be required to submit
new data elements to the Exchange and the other ISG interested members. Attachment A to this Information
Memo sets forth the changes to the EBS record layout and Attachment B outlines the existing transaction
type identifiers.

In addition, effective August 31, 2012, firms will be required to submit EBS, when requested, in three
additional formats: (1) account number and date; (2) account number, symbol and date; or (3) date range and
executing firm CRD number or entering firm mnemonic (a/k/a MPID).

This Information Memo also provides answers to certain frequently asked questions (“FAQ”). The ISG
interested members will continue to collect questions and update the FAQ on the FINRA website (). To
support this effort, questions concerning the EBS enhancements should be directed to .

Discussion

The ISG interested members, including the Exchange, are requiring firms to provide new data elements to
EBS. The changes will take effect on August 31, 2012.

To support these new data elements, the Securities Industry Automation Corporation (“SIAC”) has modified
the Electronic Blue Sheet record layout. Changes to the EBS record layout are included as Attachment A.
Existing transaction type identifiers are outlined in Attachment B. Firms may begin testing the updated format
starting on July 31, 2012.

In addition, the Securities and Exchange Commission (“SEC”) has mandated that the Large Trader
Identification Number (“LTID”) and Order Execution Time enhancements be ready for transmission to the

SEC by April 30, 2012. 3   From April 30, 2012 through August 30, 2012, firms should submit these new data
elements only to the SEC. After August 30, 2012, firms may submit the LTID to the ISG interested members.
After August 30, 2012, firms will be required to submit the Order Execution Time to the ISG interested
members.

Firms should pay special attention to the following areas of Attachment A:

Order Execution Time, Record Sequence Number Five, Field Position 72 to 77

Firms should use this record to submit the order execution time in 24-hour format and in Eastern Time
formatted as HHMMSS. This information is for all EBS transactions and is not limited to transactions
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relating to the SEC Large Trader Reporting Rule (SEA Rule 13h-1). Please note that all firms must
synchronize their time clocks to the atomic clock to maintain an accurate audit trail in connection to
the reported execution time. (See Frequently Asked Question No. 3 below for more detail on clock
synchronization requirements.)

Large Trader Identification Number 1, Record Sequence Number Seven, Field Position 2 to 14

Firms should use this record to submit the LTID. This information is requested under the approved SEC
Large Trader Reporting Rule (SEA Rule 13h-1) requirements.

Large Trader Identification Number 2, Record Sequence Number Seven, Field Position 15 to 27

Firms should use this record to submit the LTID. This information is requested under the approved SEC
Large Trader Reporting Rule (SEA Rule 13h-1) requirements.

Large Trader Identification Number 3, Record Sequence Number Seven, Field Position 28 to 40

Firms should use this record to submit the LTID. This information is requested under the approved SEC
Large Trader Reporting Rule (SEA Rule 13h-1) requirements.

Large Trader Identification Qualifier, Record Sequence Number Seven, Field Position 41

Firms should use this record to submit the Large Trader Identification Qualifier. If more than three
LTIDs exist for a transaction, then firms should mark the field “Y” for Yes. Otherwise it should be
marked “N” for No. This information is requested under the approved SEC Large Trader Reporting Rule
(SEA Rule 13h-1) requirements.

Entering Firm MPID, Record Sequence Number Seven, Field Positions 42 to 45

Firms should use this record to submit the entering firm's Market Participant Identifier (MPID). The
entering firm is the firm that entered the order on the marketplace.

Employer SIC Code, Record Sequence Number Seven, Field Positions 46 to 49

Firms should use this record to submit the account holder's employer SIC code. A list of employer SIC
codes can be found at .

Executing Firm CRD Number, Record Sequence Number Seven, Field Positions 50 to 57

Firms should use this record to submit the executing firm's Central Registration Depository (CRD)
number.

Firms are reminded that failure to properly fill out the EBS fields is a violation of NYSE Rule 410A.

Electronic Blue Sheet Submission Methodology

Currently, EBS requests are made under specific security symbols and option symbology. Effective August
31, 2012, firms will be required to submit EBS, when requested, using three additional formats: (1) account
number and date; (2) account number, symbol and date; or (3) date range and executing firm CRD number or
entering firm mnemonic.

The request by account number would require firms to identify the account number of a specific account
at a firm, e.g., John Doe at CC Clearing Co. The request would cover all transactions under the John Doe
account number at CC Clearing Co. To reduce data submission size, an EBS request may also ask for a
specific symbol and date in connection with the account number. Additionally, EBS requests may be made
for a specific review period under an executing firm CRD number or entering firm mnemonic. This request
would require a firm to identify a clearing firm client's EBS for a set number of days, weeks or months, e.g.
Firm ABC for the month of January 2011.

Frequently Asked Questions

Q1. Is there a testing period for the enhanced Electronic Blue Sheets?
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A1. Yes, all ISG interested members will be ready to accept the updated Electronic Blue Sheet
data and layout starting July 31, 2012. Please contact Michal Skibicki at SIAC (212) 383-9073,
mskibicki@nyx.com) for initial testing instructions before submitting the first enhanced blue sheet.

Q2. For an Electronic Blue Sheet request with multiple issues under the same investigation
number, how should the submission be made?

A2. The ISG interested members will accept multiple symbols submitted under one investigation
number. Firms can also submit Electronic Blue Sheets using each symbol and produce separate
records for each symbol. It is recommended that firms submit the Electronic Blue Sheet combining all
symbols on one EBS submission to reduce the overall number of submissions.

Q3. What time zone should be used for reporting the execution time?

A3. Execution time should be reported in Eastern Time. Firms must synchronize their time clocks
with the atomic clock every business day before market open. To maintain clock synchronization,
clocks should be checked against the standard clock and re-synchronized, if necessary, at pre-
determined intervals throughout the day. The reported time must be reported in a 24-hour format as
HHMMSS. A firm must ensure that the business clocks it uses are accurate to within one-second of
the National Institute of Standards and Technology Atomic Clock in Boulder Colorado (NIST Clock) or
the United States Naval Observatory Master Clock in Washington, D.C., (USNO Master Clock) and
must immediately recalibrate its clocks if the drift is greater than one second. This includes all of the
following:

(1) the difference between the NIST/USNO standard and a time provider's clock;
(2) transmission delay from the source; and
(3) the amount of drift of the firm's business clock.

A firm's written supervisory procedures must include a description of how the firm conducts, documents
and maintains synchronization of its business clocks.

Q4. If the entering firm does not have an MPID, can I leave the field blank?

A4. Yes, this field may be blank if the entering firm does not have an assigned mnemonic.

Q5. How can I locate the list of Employer SIC Codes for use in the Electronic Blue Sheets?

A5. A list of employer SIC codes can be found at www.sec.gov/info/edgar/siccodes.htm.

Q6. If a client order is facilitated through an “Average Price Facilitation Account,” but the
resulting execution of the order is filled through a single execution, should the transaction be
reported as “average price”?

A6. Yes, this execution should be reported as “average price.”

Q7. If a clearing firm receives a batch file from a firm that consolidates executions and reports
them as average price executions, can that same consolidated execution report be submitted
on the Electronic Blue Sheets?

A7. No, the underlying executions must be reported. Even if a clearing firm is batch processing
aggregate and/or consolidated execution information for continuous net settlement purposes, the
underlying trades that were reported to the tape must be reported on the EBS. Firms that are unable
to provide the underlying trade information must inform the ISG interested members of this before
submitting an Electronic Blue Sheet.

Q8. If a clearing firm receives a batch file from a firm that consolidates executions, can that
same consolidated execution report be submitted on the Electronic Blue Sheets?

A8. No, the underlying trades that were reported to the tape must be reported on the EBS. Firms that
are unable to provide the underlying trade information must inform the ISG interested members of this
before submitting an Electronic Blue Sheet.
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Q9. If a firm receives a request for historical data, will the enhanced Electronic Blue Sheet data
format be required?

A9. No, the enhancements will be required for data beginning August 31, 2012. Requests for older data
will not require submission of enhanced Electronic Blue Sheet data elements.

Q10. Will the options symbology requirements now change?

A10. No, the symbol field must contain OPTIONXX when Record 6 contains option data. If the symbol
field does not contain OPTIONXX, Record 6 should default to blanks in FIELD POSITIONS 2 through
80, and then add Record Sequence Number Seven. Please refer to the prior Electronic Blue Sheets

Options Symbology (OSI) requirements as described in FINRA Regulatory Notice 09-18. 4 

Q11. For purposes of the SEC Large Trader Reporting Rule (SEA Rule 13h-1), what is the format
of the LTID and the optional suffix?

A11. An LTID can be a maximum of 13 characters. Specifically, 8 characters for the LTID, followed
by a dash, with 4 maximum characters for the optional suffix. As specified in the Instructions to Form
13H, suffixes should initially be limited to three characters. Numbers should be right-justified and zeros
should be used in place of blanks.

Q12. For purposes of the SEC Large Trader Reporting Rule (SEA Rule 13h-1), how should
Unidentified Large Traders be designated?

A12. For Unidentified Large Traders, broker-dealers should assign their own unique identifying number
to each person identified as an Unidentified Large Trader. The number should conform to the format for
the LTID and should begin with the letters “ULT”. For example, “ULT00001”.

The FAQ will be updated from time to time by the ISG interested members. Please see FINRA's
website ../Local Settings/Temporary Internet Files/Content.IE5/Local Settings/Temporary Internet Files/
Content.IE5/0V9QM5S9/www.finra.org/bluesheets/faq for the most recent version.

___________________________

NYSE Regulation, Inc

Attachment A

Record Layout for Submission of Trading Information
 

Field
Position

Field
Length

Field
Name/Descrip-
tion/Remarks

Field
Format Justify Picture

Clause Default Value

 

From To
 

***This record
must be the
first record
of the file***

 

1 3 3 FILLER A LJ X(3) HDR
 

4 5 2 FILLER A LJ X(2) .S
 

6 10 5 DTRK-SYSID N LJ 9(5) 12343
 

11 12 2 FILLER A LJ X(2) .E
 

13 14 2 FILLER N LJ 9(2) 00
 

15 16 2 FILLER A LJ X(2) .C
 

17 20 4
DTRK-
ORIGINATOR
Please call SIAC

A LJ X(4) —
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for assignment
(212) 383-2210

 

21 22 2 FILLER A LJ X(2) .S
 

23 26 4

DTRK-SUB-
ORIGINATOR
Please call SIAC
for assignment
(212) 383-2210

A LJ X(4) —

 

27 27 1 FILLER A LJ X(1) B
 

28 33 6
DTRK-DATE
Contains
submission date.

N LJ 9(6) MMDDYY

 

34 34 1 FILLER A LJ X(1) B
 

35 59 25

DTRK-
DESCRIPTION
Required to identify
this file.

A LJ X(25)
FIRM

TRADING
INFORMATION

 

60 80 21 FILLER A LJ X(21) B
 

1 1 1

HEADER
RECORD CODE
Value: Low Values
OR ZERO

A — X —

 

2 5 4

SUBMITTING
BROKER
NUMBER If NSCC
member use NSCC
clearing number.
If not a NSCC
member, use
clearing number
assigned to you
by your clearing
agency.

A-R LJ X(4) B

 

6 40 35

FIRM'S REQUEST
NUMBERTracking
number used by
the firm to record
requests from an
organization.

A — X(35) B

 

41 46 6
FILE CREATION
DATE Format is
YYMMDD

A — X(6) —

 

47 54 8
FILE CREATION
TIME Format is
HH:MM:SS

A — X(8) —

 

55 55 1

REQUESTOR
CODE Requesting
Organization
Identification
Values:

A — X —

 

A = New York
Stock Exchange

 

B = NYSE AMEX
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C = Chicago Stock
Exchange

 

D = NASDAQ OMX
 

E = NYSE Arca
 

F = Boston Stock
Exchange

 

G = National Stock
Exchange

 

H = BATS Trading
 

I = International
Securities
Exchange

 

J = Direct Edge
 

K = Chicago
Board Options
Exchange, C2
Options Exchange
and CBOE Stock
Exchange

 

R = FINRA
 

X = Securities
Exchange
Commission

 

Y = BATS Y-
Exchange

 

Z = Other
 

 

56 70 15

REQUESTING
ORGANIZATION
NUMBER Number
assigned by
requesting
organization

A LJ X(15) B

 

71 80 10 FILLER A — X(10) B
 

1 1 1

RECORD
SEQUENCE
NUMBER ONE
The first record of
the transaction.
Value: 1

A — X —

 

2 5 4

SUBMITTING
BROKER
NUMBER Identical
to Submitting
Broker Number in
Header Record

A-R LJ X(4) —

 

6 9 4

OPPOSING
BROKER
NUMBER The
NSCC clearing
house number of
the broker on the

A-R LJ X(4) B
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other side of the
trade.

 

10 21 12

CUSIP NUMBER
The cusip number
assigned to the
security. Left
justified since
the number is
nine characters
at present (8+
check digit) but
will expand in the
future.

A LJ X(12) B

 

22 29 8

TICKER SYMBOL
The symbol
assigned to this
security. For
options (pre-OSI),
the OPRA option
symbol (space),
OPRA expiration
month symbol and
OPRA strike price
symbol should be
used. (Ex. Maytag
May 20 call option
series would be
reported as MYG
ED. This example
uses six spaces
in the field with a
space between
the OPRA symbol
and the OPRA
expiration month.)

Post OSI this
field must contain
OPTIONXX and a
Record Sequence
Number Six must
be completed

A-R LJ X(8) B

 

30 35 6

TRADE DATE
The date this trade
executed. Format
is YYMMDD.

A-R — X(6) B

 

36 41 6

SETTLEMENT
DATE The date
this trade will
settle. Format is
YYMMDD

A — X(6) B

 

42 53 12

QUANTITY The
number of shares
or quantity of
bonds or option
contracts.

N-R RJ 9(12) Z

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

166

http://researchhelp.cch.com/License_Agreement.htm


 

54 67 14

NET AMOUNT
The proceeds of
sales or cost of
purchases after
commissions and
other charges.

N RJ S9(12)
V99 Z

 

68 68 1

BUY/SELL CODE
Values: 0 = Buy, 1
= Sale, 2 = Short
Sale, 3 = Buy
Open, 4 = Sell
Open, 5 = Sell
Close, 6 = Buy
Close. A = Buy
Cancel, B = Sell
Cancel, C = Short
Sale Cancel, D =
Buy Open Cancel,
E = Sell Open
Cancel, F = Sell
Close Cancel, G =
Buy Close Cancel.
Values 3 to 6 and
D to G are for
options only

A-R — X B

 

69 78 10

PRICE The
transaction price.
Format: $$$$
CCCCCC.

N-R RJ 9(4)V(6) Z

 

79 79 1

EXCHANGE
CODE Exchange
where trade was
executed. Values:

A-R — X B

 

A = New York
Stock Exchange

 

B = NYSE AMEX
 

C = Chicago Stock
Exchange

 

D = NASDAQ OMX
PHLX

 

E = NYSE Arca
 

F = Boston Stock
Exchange

 

G = National Stock
Exchange

 

H = BATS Trading
 

I = International
Securities
Exchange

 

J = C2 Options
Exchange

 

K = Chicago Board
Options Exchange
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L = London Stock
Exchange

 

M =Toronto Stock
Exchange

 

N = Montreal Stock
Exchange

 

O =TSX Venture
Exchange

 

P = DirectEdge A
 

Q=FINRA ADF
 

R = NASDAQ/
NASDAQ Options
Market

 

S = Over-the-
Counter

 

T = Tokyo Stock
Exchange

 

V = DirectEdge X
 

W = CBSX (CBOE
Stock Exchange)

 

X = NASDAQ OMX
PSX

 

Y = BATS Y-
Exchange

 

Z = Other
 

80 80 1

BROKER/DEALER
CODE Indicate if
trade was done for
another Broker/
Dealer. Values: 0 =
No; 1 = Yes

A-R — X B

 

1 1 1

RECORD
SEQUENCE
NUMBER TWO
Value: 2

A — X —

 

2 2 1
SOLICITED CODE
Values: 0 = No; 1 =
Yes

A-R — X B

 

3 4 2

STATE CODE
Standard Postal
two character
identification.

A-R — X(2) B

 

5 14 10

ZIP CODE/
COUNTRY
CODEZip Code
—five or nine
character (zip plus
four) Country code
—for future use.

A-R LJ X(10) B

 

15 22 8
BRANCH OFFICE/
REGISTERED
REPRESENTATIVE

A-R LJ X(8) B
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NUMBER Each
treated as a four-
character field.
Both are left
justified.

 

23 28 6
DATE ACCOUNT
OPENED Format is
YYMMDD

A-R — X(6) B

 

29 48 20

SHORT NAME
FIELD Contains
last name followed
by comma (or
space) then as
much of first name
as will fit.

A LJ X(20) B

 

49 78 30 EMPLOYER
NAME A LJ X(30) B

 

79 79 1
TIN 1 INDICATOR
Values: 1 = SS#; 2
= TIN

A-R — X B

 

80 80 1

TIN 2 INDICATOR
Values: 1 = SS#;
2 = TIN—for future
use.

A — X B

 

1 1 1

RECORD
SEQUENCE
NUMBER THREE
Value: 3

A — X —

 

2 10 9

TIN ONE Taxpayer
Identification
Number Social
Security or Tax ID
Number.

A-R LJ X(9) B

 

11 19 9

TIN TWO Taxpayer
Identification
Number #2
Reserved for future
use.

A LJ X(9) B

 

20 20 1 NUMBER OF N&A
LINES A — X B

 

21 50 30
NAME AND
ADDRESS LINE
ONE

A-R LJ X(30) B

 

51 80 30
NAME AND
ADDRESS LINE
TWO

A-R LJ X(30) B

 

1 1 1
RECORD
SEQUENCE
NUMBER FOUR

A — X —

 

Value: 4
 

2 31 30
NAME AND
ADDRESS LINE
THREE

A-R LJ X(30) B
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32 61 30
NAME AND
ADDRESS LINE
FOUR

A-R LJ X(30) B

 

62 62 1

TRANSACTION
TYPE
IDENTIFIERS See
Attachment B for
current codes.

A-R — X B

 

63 80 18
ACCOUNT
NUMBER Account
number

A-R LJ X(18) B

 

1 1 1

RECORD
SEQUENCE
NUMBER FIVE
Value: 5

A — X(1) —

 

2 31 30
NAME AND
ADDRESS LINE
FIVE

A-R LJ X(30) B

 

32 61 30
NAME AND
ADDRESS LINE
SIX

A-R LJ X(30) B

 

62 65 4

PRIME BROKER
Clearing number of
the account's prime
broker.

A-R LJ X(4) B

 

66 66 1

AVERAGE PRICE
ACCOUNT1
= recipient of
average price
transaction. 2 =
average price
account itself.

N-R — 9(1) Z

 

67 71 5

DEPOSITORY
INSTITUTION
IDENTIFIER
Identifying number
assigned to
the account by
the depository
institution.

A-R LJ X(5) B

 

72 77 6

Order Execution
Time HHMMSS
- Time format
will be in Eastern
Time and 24 hour
format.

N LJ — —

 

78 80 3 FILLER A — X B
 

1 1 1

RECORD
SEQUENCE
NUMBER SIX
Value: 6

A — —

 

2 9 8 DERIVATIVE
SYMBOL The A LJ — B
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symbol assigned to
the derivative

 

10 15 6

EXPIRATION
DATE The
date the option
expires. Format is
YYMMDD

A — — B

 

16 16 1
CALL/PUT
INDICATOR C =
Call, P = Put

A — — B

 

17 24 8
STRIKE DOLLAR
The dollar amount
of the strike price

N RJ — Z

 

25 30 6

STRIKE DECIMAL
The decimal
amount of the
strike price

N RJ — Z

 

31 80 50 FILLER A LJ — B
 

1 1 1

RECORD
SEQUENCE
NUMBER SEVEN
Value: 7

A — —

 

2 14 13 Large Trader
Identification 1 A RJ — Z

 

15 27 13 Large Trader
Identification 2 A RJ — Z

 

28 40 13 Large Trader
Identification 3 A RJ — Z

 

41 41 1
Large Trader
Identification
Qualifier

A RJ — Z

 

42 45 4 Entering Firm
MPID A LJ — B

 

46 49 4 Employer SIC
Code N LJ — B

 

50 57 8 Executing Firm
CRD Number N LJ — B

 

58 80 23 FILLER A LJ — B
 

1 1 1

TRAILER
RECORD DATE
One record per
submission. Must
be the last record
on the file. Value:
High Values or 9.

A — X —

 

2 17 16

TOTAL
TRANSACTIONS
The total number
of transactions.
This total excludes
Header and Trailer
Records.

N RJ 9(16) B
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18 33 16

TOTAL RECORDS
ON FILE The
total number of
80 byte records.
This total includes
Header and Trailer
Records, but
not the Datatrak
Header Record
(i.e., it does not
include the first
record on the file).

N RJ 9(16) Z

 

34 80 47 FILLER A — X(47) B
 

Field Format
A = Alphanumeric
(all caps)
N = Numeric
P = Packed
B = Binary
R = Validation
Required

Default Values
—Code B =
Blanks Z=
Zero

Justify RJ
= Right
Justification of
Data LJ = Left
Justification of
Data

 

 

Attachment B

Record Layout for Submission of Trading Information
 

Transaction Type Security Type
 

Equity *  Options
 

Non-Program Trading, Agency A C
 

Non-Index Arbitrage, Program Trading, Proprietary C
 

Index Arbitrage, Program Trading, Proprietary D
 

Index Arbitrage, Program Trading, Individual Investor J
 

Non-Index Arbitrage, Program Trading, Individual Investor K
 

Non-Program Trading, Proprietary P F
 

Non-Program Trading, Individual Investor I
 

Non-Index Arbitrage, Program Trading, Agency Y
 

Index Arbitrage, Program Trading, Agency U
 

Index Arbitrage, Program Trading, as Agent for Other Member M
 

Non-Index Arbitrage, Program Trading, as Agent for Other Member N
 

Non-Program Trading, as Agent for Other Member W
 

Specialist S S
 

Market-Maker M
 

Non-Member Market-Maker/Specialist Account N
 

Stock Specialist — Assignment Y
 

Short Exempt, Agency B
 

Customer Range Account of a Broker/Dealer B
 

Registered Trader G
 

Error Trade Q
 

Competing Market Maker Proprietary Transaction: Affiliated w/
Clearing Member O
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Competing Market Maker: Unaffiliated Member's Competing Market
Maker T Competing Market Maker: Non-Member R
 

Short Exempt Transaction: Proprietary Account of Clearing Member
Organization or Affiliated Member/Member Organization E
 

Short Exempt Transaction: Proprietary Account of Unaffiliated
Member/Member Organization F
 

Short Exempt Transaction: Individual Customer Account H
 

Short Exempt Transaction: Competing Market Maker this is a
Member/Member Organization Trading for own account L
 

Short Exempt Transaction: One Member Acting as Agent for Another
Member's Competing Market Maker Account X
 

Short Exempt Transaction: Account of Non Member Competing
Market Maker Z
 

Amex Option Specialist/Market Maker Trading Paired Security V
 

Registered Trader Market Maker Transaction Regardless of the
Clearing Number P
 

Transactions cleared for a NASDAQ market maker that is affiliated
w/ the clearing member that resulted from telephone access to the
specialist. Amex Only.

3

 

Transactions cleared for a member's NASDAQ market maker that is
not affiliated with the clearing member that resulted from telephone
access to the specialist. Amex Only.

4

 

Transactions cleared for a non-member NASDAQ market maker
that is not affiliated with the clearing member that resulted from
telephone access to the specialist. Amex Only.

5

 

Voluntary Professional W
 

*  Equity securities include those securities that trade like equities (e.g., ETFs and structured products).

Attachment A

Record Layout for Submission of Trading Information
 

Field
Position

Field
Length

Field
Name/Descrip-
tion/Remarks

Field
Format Justify Picture

Clause Default Value

 

From To
 

***This record
must be the
first record
of the file***

 

1 3 3 FILLER A LJ X(3) HDR
 

4 5 2 FILLER A LJ X(2) .S
 

6 10 5 DTRK-SYSID N LJ 9(5) 12343
 

11 12 2 FILLER A LJ X(2) .E
 

13 14 2 FILLER N LJ 9(2) 00
 

15 16 2 FILLER A LJ X(2) .C
 

17 20 4

DTRK-
ORIGINATOR
Please call SIAC
for assignment
(212) 383-2210

A LJ X(4) —
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21 22 2 FILLER A LJ X(2) .S
 

23 26 4

DTRK-SUB-
ORIGINATOR
Please call SIAC
for assignment
(212) 383-2210

A LJ X(4) —

 

27 27 1 FILLER A LJ X(1) B
 

28 33 6
DTRK-DATE
Contains
submission date.

N LJ 9(6) MMDDYY

 

34 34 1 FILLER A LJ X(1) B
 

35 59 25

DTRK-
DESCRIPTION
Required to identify
this file.

A LJ X(25)
FIRM

TRADING
INFORMATION

 

60 80 21 FILLER A LJ X(21) B
 

1 1 1

HEADER
RECORD CODE
Value: Low Values
OR ZERO

A — X —

 

2 5 4

SUBMITTING
BROKER
NUMBER If NSCC
member use NSCC
clearing number.
If not a NSCC
member, use
clearing number
assigned to you
by your clearing
agency.

A-R LJ X(4) B

 

6 40 35

FIRM'S REQUEST
NUMBER Tracking
number used by
the firm to record
requests from an
organization.

A — X(35) B

 

41 46 6
FILE CREATION
DATE Format is
YYMMDD

A — X(6) —

 

47 54 8
FILE CREATION
TIME Format is
HH:MM:SS

A — X(8) —

 

55 55 1

REQUESTOR
CODE Requesting
Organization
Identification
Values:

A — X —

 

A = New York
Stock Exchange

 

B = NYSE AMEX
 

C = Chicago Stock
Exchange
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D = NASDAQ OMX
 

E = NYSE Arca
 

F = Boston Stock
Exchange

 

G = National Stock
Exchange

 

H = BATS Trading
 

I = International
Securities
Exchange

 

J = Direct Edge
 

K = Chicago
Board Options
Exchange, C2
Options Exchange
and CBOE Stock
Exchange

 

R = FINRA
 

X = Securities
Exchange
Commission

 

Y = BATS Y-
Exchange

 

Z = Other
 

 

56 70 15

REQUESTING
ORGANIZATION
NUMBER Number
assigned by
requesting
organization

A LJ X(15) B

 

71 80 10 FILLER A — X(10) B
 

1 1 1

RECORD
SEQUENCE
NUMBER ONE
The first record of
the transaction.
Value: 1

A — X —

 

2 5 4

SUBMITTING
BROKER
NUMBER Identical
to Submitting
Broker Number in
Header Record

A-R LJ X(4) —

 

6 9 4

OPPOSING
BROKER
NUMBER The
NSCC clearing
house number of
the broker on the
other side of the
trade.

A-R LJ X(4) B
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10 21 12

CUSIP NUMBER
The cusip number
assigned to the
security. Left
justified since
the number is
nine characters
at present (8+
check digit) but
will expand in the
future.

A LJ X(12) B

 

22 29 8

TICKER SYMBOL
The symbol
assigned to this
security. For
options (pre-OSI),
the OPRA option
symbol (space),
OPRA expiration
month symbol and
OPRA strike price
symbol should be
used. (Ex. Maytag
May 20 call option
series would be
reported as MYG
ED. This example
uses six spaces
in the field with a
space between
the OPRA symbol
and the OPRA
expiration month.)
Post OSI this
field must contain
OPTIONXX and a
Record Sequence
Number Six must
be completed

A-R LJ X(8) B

 

30 35 6

TRADE DATE
The date this trade
executed. Format
is YYMMDD.

A-R — X(6) B

 

36 41 6

SETTLEMENT
DATE The date
this trade will
settle. Format is
YYMMDD

A — X(6) B

 

42 53 12

QUANTITY The
number of shares
or quantity of
bonds or option
contracts.

N-R RJ 9(12) Z

 

54 67 14 NET AMOUNT
The proceeds of N RJ S9(12)

V99 Z
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sales or cost of
purchases after
commissions and
other charges.

 

68 68 1

BUY/SELL CODE
Values: 0 = Buy, 1
= Sale, 2 = Short
Sale, 3 = Buy
Open, 4 = Sell
Open, 5 = Sell
Close, 6 = Buy
Close. A = Buy
Cancel, B = Sell
Cancel, C = Short
Sale Cancel, D =
Buy Open Cancel,
E = Sell Open
Cancel, F = Sell
Close Cancel, G =
Buy Close Cancel.
Values 3 to 6 and
D to G are for
options only

A-R — X B

 

69 78 10

PRICE The
transaction price.
Format: $$$$
CCCCCC.

N-R RJ 9(4)V(6) Z

 

79 79 1

EXCHANGE
CODE Exchange
where trade was
executed. Values:

A-R — X B

 

A = New York
Stock Exchange

 

B = NYSE AMEX
 

C = Chicago Stock
Exchange

 

D = NASDAQ OMX
PHLX

 

E = NYSE Arca
 

F = Boston Stock
Exchange

 

G = National Stock
Exchange

 

H = BATS Trading
 

I = International
Securities
Exchange

 

J = C2 Options
Exchange

 

K = Chicago Board
Options Exchange

 

L = London Stock
Exchange
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M =Toronto Stock
Exchange

 

N = Montreal Stock
Exchange

 

O =TSX Venture
Exchange

 

P = DirectEdge A
 

Q=FINRA ADF
 

R = NASDAQ/
NASDAQ Options
Market

 

S = Over-the-
Counter

 

T = Tokyo Stock
Exchange

 

V = DirectEdge X
 

W = CBSX (CBOE
Stock Exchange)

 

X = NASDAQ OMX
PSX

 

Y = BATS Y-
Exchange

 

Z = Other
 

80 80 1

BROKER/DEALER
CODE Indicate if
trade was done for
another Broker/
Dealer. Values: 0 =
No; 1 = Yes

A-R — X B

 

1 1 1

RECORD
SEQUENCE
NUMBER TWO
Value: 2

A — X —

 

2 2 1
SOLICITED CODE
Values: 0 = No; 1 =
Yes

A-R — X B

 

3 4 2

STATE CODE
Standard Postal
two character
identification.

A-R — X(2) B

 

5 14 10

ZIP CODE/
COUNTRY CODE
Zip Code—five or
nine character (zip
plus four) Country
code—for future
use.

A-R LJ X(10) B

 

15 22 8

BRANCH OFFICE/
REGISTERED
REPRESENTATIVE
NUMBER Each
treated as a

A-R LJ X(8) B

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

178

http://researchhelp.cch.com/License_Agreement.htm


fourcharacter
field. Both are left
justified.

 

23 28 6
DATE ACCOUNT
OPENED Format is
YYMMDD

A-R — X(6) B

 

29 48 20

SHORT NAME
FIELD Contains
last name followed
by comma (or
space) then as
much of first name
as will fit.

A LJ X(20) B

 

49 78 30 EMPLOYER
NAME A LJ X(30) B

 

79 79 1
TIN 1 INDICATOR
Values: 1 = SS#; 2
= TIN

A-R — X B

 

80 80 1

TIN 2 INDICATOR
Values: 1 = SS#;
2 = TIN—for future
use.

A — X B

 

1 1 1

RECORD
SEQUENCE
NUMBER THREE
Value: 3

A — X —

 

2 10 9

TIN ONE Taxpayer
Identification
Number Social
Security or Tax ID
Number.

A-R LJ X(9) B

 

11 19 9

TIN TWO Taxpayer
Identification
Number #2
Reserved for future
use.

A LJ X(9) B

 

20 20 1 NUMBER OF N&A
LINES A — X B

 

21 50 30
NAME AND
ADDRESS LINE
ONE

A-R LJ X(30) B

 

51 80 30
NAME AND
ADDRESS LINE
TWO

A-R LJ X(30) B

 

1 1 1
RECORD
SEQUENCE
NUMBER FOUR

A — X —

 

Value: 4
 

2 31 30
NAME AND
ADDRESS LINE
THREE

A-R LJ X(30) B
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32 61 30
NAME AND
ADDRESS LINE
FOUR

A-R LJ X(30) B

 

62 62 1

TRANSACTION
TYPE
IDENTIFIERS See
Attachment B for
current codes.

A-R — X B

 

63 80 18
ACCOUNT
NUMBER Account
number

A-R LJ X(18) B

 

1 1 1

RECORD
SEQUENCE
NUMBER FIVE
Value: 5

A — X(1) —

 

2 31 30
NAME AND
ADDRESS LINE
FIVE

A-R LJ X(30) B

 

32 61 30
NAME AND
ADDRESS LINE
SIX

A-R LJ X(30) B

 

62 65 4

PRIME BROKER
Clearing number of
the account's prime
broker.

A-R LJ X(4) B

 

66 66 1

AVERAGE PRICE
ACCOUNT 1
= recipient of
average price
transaction. 2 =
average price
account itself.

N-R — 9(1) Z

 

67 71 5

DEPOSITORY
INSTITUTION
IDENTIFIER
Identifying number
assigned to
the account by
the depository
institution.

A-R LJ X(5) B

 

72 77 6

Order Execution
Time HHMMSS
- Time format
will be in Eastern
Time and 24 hour
format.

N LJ — —

 

78 80 3 FILLER A — X B
 

1 1 1

RECORD
SEQUENCE
NUMBER SIX
Value: 6

A — —

 

2 9 8 DERIVATIVE
SYMBOL The A LJ — B
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symbol assigned to
the derivative

 

10 15 6

EXPIRATION
DATE The
date the option
expires. Format is
YYMMDD

A — — B

 

16 16 1
CALL/PUT
INDICATOR C =
Call, P = Put

A — — B

 

17 24 8
STRIKE DOLLAR
The dollar amount
of the strike price

N RJ — Z

 

25 30 6

STRIKE DECIMAL
The decimal
amount of the
strike price

N RJ — Z

 

31 80 50 FILLER A LJ — B
 

1 1 1

RECORD
SEQUENCE
NUMBER SEVEN
Value: 7

A — —

 

2 14 13 Large Trader
Identification 1 A RJ — Z

 

15 27 13 Large Trader
Identification 2 A RJ — Z

 

28 40 13 Large Trader
Identification 3 A RJ — Z

 

41 41 1
Large Trader
Identification
Qualifier

A RJ — Z

 

42 45 4 Entering Firm
MPID A LJ — B

 

46 49 4 Employer SIC
Code N LJ — B

 

50 57 8 Executing Firm
CRD Number N LJ — B

 

58 80 23 FILLER A LJ — B
 

1 1 1

TRAILER
RECORD DATE
One record per
submission. Must
be the last record
on the file. Value:
High Values or 9.

A — X —

 

2 17 16

TOTAL
TRANSACTIONS
The total number
of transactions.
This total excludes
Header and Trailer
Records.

N RJ 9(16) B
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18 33 16

TOTAL RECORDS
ON FILE The
total number of
80 byte records.
This total includes
Header and Trailer
Records, but
not the Datatrak
Header Record
(i.e., it does not
include the first
record on the file).

N RJ 9(16) Z

 

34 80 47 FILLER A — X(47) B
 

Field Format
A = Alphanumeric
(all caps)
N = Numeric
P = Packed
B = Binary
R = Validation
Required

Default Values
— Code B
= Blanks Z=
Zero

Justify RJ
= Right
Justification of
Data LJ = Left
Justification of
Data

 

Attachment B

Record Layout for Submission of Trading Information
 

Transaction Type Security Type
 

Equity *  Options
 

Non-Program Trading, Agency A C
 

Non-Index Arbitrage, Program Trading, Proprietary C
 

Index Arbitrage, Program Trading, Proprietary D
 

Index Arbitrage, Program Trading, Individual Investor J
 

Non-Index Arbitrage, Program Trading, Individual Investor K
 

Non-Program Trading, Proprietary P F
 

Non-Program Trading, Individual Investor I
 

Non-Index Arbitrage, Program Trading, Agency Y
 

Index Arbitrage, Program Trading, Agency U
 

Index Arbitrage, Program Trading, as Agent for Other Member M
 

Non-Index Arbitrage, Program Trading, as Agent for Other Member N
 

Non-Program Trading, as Agent for Other Member W
 

Specialist S S
 

Market-Maker M
 

Non-Member Market-Maker/Specialist Account N
 

Stock Specialist — Assignment Y
 

Short Exempt, Agency B
 

Customer Range Account of a Broker/Dealer B
 

Registered Trader G
 

Error Trade Q
 

Competing Market Maker Proprietary Transaction: Affiliated w/
Clearing Member O
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Competing Market Maker: Unaffiliated Member's Competing Market
Maker T
 

Competing Market Maker: Non-Member R
 

Short Exempt Transaction: Proprietary Account of Clearing Member
Organization or Affiliated Member/Member Organization E
 

Short Exempt Transaction: Proprietary Account of Unaffiliated
Member/Member Organization F
 

Short Exempt Transaction: Individual Customer Account H
 

Short Exempt Transaction: Competing Market Maker this is a
Member/Member Organization Trading for own account L
 

Short Exempt Transaction: One Member Acting as Agent for Another
Member's Competing Market Maker Account X
 

Short Exempt Transaction: Account of Non Member Competing
Market Maker Z
 

Amex Option Specialist/Market Maker Trading Paired Security V
 

Registered Trader Market Maker Transaction Regardless of the
Clearing Number P
 

Transactions cleared for a NASDAQ market maker that is affiliated
w/ the clearing member that resulted from telephone access to the
specialist. Amex Only.

3

 

Transactions cleared for a member's NASDAQ market maker that is
not affiliated with the clearing member that resulted from telephone
access to the specialist. Amex Only.

4

 

Transactions cleared for a non-member NASDAQ market maker
that is not affiliated with the clearing member that resulted from
telephone access to the specialist. Amex Only.

5

 

Voluntary Professional W
 

*  Equity securities include those securities that trade like equities (e.g., ETFs and structured products).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  The ISG interested members include the following exchanges and self-regulatory organizations (SROs):
BATS Exchange, Inc., BATS Y-Exchange, Inc., Chicago Board Options Exchange, Incorporated
(CBOE), C2 Options Exchange, Incorporated (C2), CBOE Stock Exchange, LLC (CBSX), Chicago Stock
Exchange, Inc., EDGA Exchange, Inc., EDGX Exchange, Inc., Financial Industry Regulatory Association
(FINRA), International Securities Exchange, LLC, The NASDAQ Stock Market LLC, NASDAQ OMX BX,
Inc., NASDAQ OMX PHLX LLC, National Stock Exchange, Inc., NYSE, NYSE Amex, and NYSE Arca,
Inc.

2  Blue Sheet data for NYSE and NYSE Amex is submitted to FINRA via the Regulatory Filings Application
("RFA") platform. For additional information on EBS submittals please contact FINRA at (800) 321-6273.

3  See Rule 13h-1 under the Securities and Exchange Act of 1934, as amended (SEA 13h-1).
4  FINRA Regulatory Notice 09-18 (EBS Submissions Following Implementation of the Option Symbology

Initiative) http://www.finra.org/Industry/Regulation/Notices/2009/P118328
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December 30, 2011

   TO: ALL NYSE AND NYSE AMEX EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW RULE 80B CIRCUIT BREAKER LEVELS FOR FIRST QUARTER 2012

EFFECTIVE January 1, 2012 through March 31, 2012

Rule 80B trading halts will be triggered when the Dow Jones Industrial Average (“DJIA”) declines below its
closing value on the previous trading day by:

1,200 points (Level 1)

2,400 points (Level 2)

3,600 points (Level 3)

NYSE and NYSE Amex Equities Rule 80B

Whenever a Rule 80B circuit breaker is in effect, trading in all stocks on NYSE and NYSE Amex Equities will
halt for the time periods specified below.

Level 1 Halt

• anytime before 2:00 p.m. - one hour;
• at or after 2:00 p.m. but before 2:30 p.m. - 30 minutes;
• at or after 2:30 p.m. - trading shall continue, unless there is a Level 2 Halt.

Level 2 Halt

• anytime before 1:00 p.m. - two hours;
• at or after 1:00 p.m. but before 2:00 p.m. - one hour;
• at or after 2:00 p.m. - trading shall halt and not resume for the rest of the day.

Level 3 Halt

• at any time - trading shall halt and not resume for the rest of the day.

A complete discussion of the calculation of trigger values for Rule 80B was published in NYSE Information
Memo No. 98-15, dated April 13, 1998, http://www.nyse.com/nysenotices/nyse/information-memos/pdf?
memo_id=98-15.

Questions concerning this Information Memo should be directed to Patricia Bergholc, FINRA Market
Regulation, at (917) 281-3054, or David De Gregorio, NYSE Regulation, at (212) 656-4166.

_____________________________

NYSE Regulation, Inc

Attachment

NYSE and NYSE Amex Equities Rule 80B

Effective through 3/31/12
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Point Decline in DJIA:

Level 1
Before 2:00 p.m. At or After 2:00 p.m.

but Before 2:30 p.m.
At or After 2:30 p.m.

1,200 1 hour 30 minutes No halt unless
reach Level 2

* * * * * * * * * *

Level 2
Before 1:00 p.m. At or After 1:00 p.m.

but Before 2:00 p.m.
At or After 2:00 p.m.

2,400 2 hours 1 hour Halt, and not resume
* * * * * * * * * *

Level 3
3,600 At any time: halt and not resume

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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December 21, 2011

   ATTENTION: CHIEF EXECUTIVE OFFICER, CHIEF OPERATIONS OFFICER, LEGAL AND
COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: LAST TRADE DATE FOR “REGULAR WAY” SETTLEMENT IN 2011

The last day on which “regular way” transactions in securities, other than U.S. government obligations, may
be made for settlement this calendar year on NYSE and NYSE Amex Equities (collectively, the “Exchanges”)
is December 27, 2011.

Transactions effected between December 28, 2011 and December 30, 2011 for settlement in 2011 may be
effected on “cash”, “next day” (only available on December 28 and 29 for settlement in 2011) or “seller's

option” basis (i.e., “non-regular way”). 1   A seller's option trade with a two-day settlement entered on
December 28, 2011 would also settle in 2011. Orders entered on or after December 28, 2011 that are not
marked with “non-regular way” settlement instructions will settle in 2012.

Members and member organizations are reminded that, pursuant to Exchange Rule 14, all nonregular way
orders must be marked with the appropriate settlement instruction and transmitted directly to a Floor broker
for representation in the market. Members and member organizations are further reminded of their obligations
to obtain and record Floor Official approvals (via a Floor broker) for certain non-regular way trades pursuant

to Exchange Rule 64(b). 2   Executions of these orders must be reported to the Consolidated Tape with cash,
next day or seller's option transaction indicators as appropriate.

Operations questions concerning this memorandum may be addressed to:

Paul Bauccio, Senior Vice President, Operations, pbauccio@nyx.com, 212.656.2929; or

Dennis Pallotta, Director, Operations, dpallotta@nyx.com, 212.656.5236

Regulatory questions regarding this memorandum should be addressed to:

Patricia Bergholc, Director, FINRA Market Regulation, patricia.bergholc@finra.org, 917.281.3054;

John Saxton, Director, FINRA Market Regulation, john.saxton@finra.org, 917.281.3114;

Clare Saperstein, Vice President, NYSE Regulation, Inc., 212.656.2355, csaperstein@nyx.com; or

David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166, ddegregorio@nyx.com.

Questions may also be directed to the FINRA On-Floor Surveillance Unit via the White Phone or in person at
the Unit's Booth on the Floor.

___________________________

NYSE Regulation, Inc

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes
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1  Members and member organizations are reminded that pursuant to Exchange Rule 177, deliveries
against transactions made for "cash", as prescribed in Rule 14 at or before 2:00 p.m. shall be due
before 2:30 p.m. Deliveries against transactions made for "cash" after 2:00 p.m. shall be due within thirty
minutes after the time of the transaction.

2  Pursuant to Exchange Rule 64(b), a Floor Official must approve non-regular way settlement trades
that are more than 0.10 point away from the regular way bid or offer, except during the last calendar
week of the year when approval is only required for sales more than 0.25 point away. Floor Official
approvals or consultations must be recorded electronically in the Floor Official Request Tracking Engine
("FORT&Eacute;"). For more information, see Member Education Bulletin 2011-2 (June 24, 2011) http://
www.nyse.com/nysenotices/nyse/educationbulletins/pdf?memo_id=2011-2.
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December 14, 2011

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, CHIEF OPERATIONS OFFICER,
OPERATIONS PARTNER AND LEGAL AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: QUARTERLY EXPIRATION DAY - December 16, 2011

I. Purpose

Friday, December 16, 2011, will be a quarterly Expiration Day for stock and index options and futures
products whose settlement pricing is based upon New York Stock Exchange LLC (“NYSE”) and NYSE Amex
Equities LLC (“NYSE Amex”) (collectively, the “Exchanges”) opening or closing prices on that day. This
Information Memorandum reminds members and member organizations of certain NYSE and NYSE Amex
Equities rules and policies regarding opening imbalance publications, entry and cancellation of market-on-
close/limit-on-close (“MOC/LOC”) and closing offset (“CO”) orders, publication of on-the-close imbalances,
and printing the closing transaction.

II. Expiration Day Opening Imbalance Publication

Members and member organizations are reminded that the regular pre-opening procedures outlined in
Rules 15 (Pre-Opening Indications) and 123D (Openings and Halts in Trading) apply on the December 16
Expiration Day. Accordingly, Designated Market Makers (“DMMs”) should publish indications as promptly
as practicable and are reminded of their additional obligations under Rule 123D to publish one or more
indications, under the supervision of a Floor Official, in situations where the opening price would be affected
by an imbalance of market and limit buy and sell orders in a security.

In the event that one or both of the Exchanges invokes its exemptive powers under Rule 48 (Exemptive
Relief - Extreme Market Volatility Condition), the terms of that rule would govern the obligation to publish pre-
opening indications.

III. NYSE and NYSE Amex Equities Rules and Policies Relating to the Close

A. MOC/LOC and CO Order Entry and Cancellation

Members and member organizations are reminded that the provisions of Rule 123C (Closing Procedures)
apply to the Close on the December 16 Expiration Day. While the Exchanges expect their systems to operate
normally on December 16, in the unlikely event of a systems interruption leading into or at the Close, the
Closing Procedures set out in Rule 123C would operate as if the Exchanges had declared a regulatory halt
in one or more securities. In the event that one or both of the Exchanges invoke its exemptive powers under
Rule 123C(9) (Closing Procedures - Extreme Order Imbalances at or Near the Close), the terms of that rule
would govern the handling of orders at the Close. See Section IV. D, below.

In connection with the entry of MOC/LOC and CO orders, members should pay particular attention to the
following:

• A “published imbalance” is an imbalance that has been disseminated to the Tape. An imbalance
announced verbally or physically posted at the panel is not considered to be a published imbalance.
See Section IV. B, below. The NYSE/NYSE Amex Order Imbalance Information product, a data
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feed of real-time order imbalances that accumulate prior to the opening and the closing of trading on
the Exchanges, does not constitute a “published imbalance.”

• Brokers and traders are reminded that, while they should enter orders as early in the day as
possible, all MOC/LOC orders (unless entered to offset a published imbalance) must be entered
electronically by 3:45 p.m. Entering MOC/LOC orders early provides DMMs with the opportunity
to more quickly identify and disseminate potential order imbalances that might exist at the Close.
This, in turn, enables brokers and traders to more effectively identify potential offsetting customer
interest that could mitigate any imbalance. MOC/LOC and CO orders entered prior to 3:45 p.m. may
be canceled or reduced prior to that time for any reason.

• After 3:45 p.m. Exchange systems will accept only MOC/LOC orders that offset a published
imbalance and CO orders may be entered in any amount on either side of the market.

• Between 3:45 p.m. and 3:58 p.m., MOC/LOC and CO orders may be canceled or reduced in size

only to correct a legitimate error. 1   This also applies to instances where cancel/replace functionality
is used.

• Please note that FINRA will continue to closely monitor the cancellation of MOC/LOC and CO
orders.

• After 3:58 p.m., MOC/LOC and CO orders may not be cancelled or reduced in size for any reason
except in accordance with Rule 123C(9). See Section IV(D), below.

• In the event of a trading halt effective at 3:45 p.m. or later, MOC/LOC orders may be entered only to
offset a published imbalance. CO orders, however, may be entered in any amount on either side of
the market. See Rule 123C(2)(c).

B. Imbalance Publications 2 

Rule 123C(5) provides for the publication of order imbalances as described below. In addition, members
and member organizations may refer to the attached quick-reference page for a summary of the times and
requirements for imbalance publications. DMMs are reminded that erroneous imbalance publications must be
corrected as soon as practicable.

1. Informational Imbalance Publications between 3:00 p.m. and 3:45 p.m.

Between 3:00 p.m. and 3:45 p.m., DMMs are encouraged to issue Informational Imbalance Publications
of any size if they believe that there could be significant price dislocation at the Close. These publications
are informational only and do not limit MOC/LOC or CO order entry or cancellation before 3:45 p.m.
DMMs who wish to issue an Informational Imbalance Publication must obtain prior approval from a Floor
Official or qualified Exchange employee (see Rule 46.10) prior to issuance. Floor Official approvals to
issue Informational Imbalance Publications should be recorded in the Floor Official Request Tracking
Engine (“FORTÉ”). Members should state the proposed imbalance information and note any other relevant
information (e.g., average daily trading volume (“ADTV”), size, or degree of impact) in connection with the
request.

2. Mandatory MOC/LOC Imbalance Publications at 3:45 p.m.

As soon as practicable after 3:45 p.m., any MOC/LOC imbalance of 50,000 shares or more for NYSE-listed
securities, and 25,000 shares or more for NYSE Amex Equities-listed securities, will be published by the
Exchange. Other significant imbalances of lesser size (e.g. less than 50,000/25,000 shares but significant
relative to the ADTV of a particular security) may be published by the DMM with Floor Official or qualified
Exchange employee approval. As with Informational Imbalance Publications, Floor Official approvals to issue
certain Mandatory MOC/LOC Imbalance Publications should be recorded in FORTÉ and members should
state the proposed imbalance information and note any other relevant information (e.g. ADTV, size, or degree
of impact) in connection with the request.
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In addition, any Informational Imbalance Publication issued prior to 3:45 p.m. must be updated. An imbalance
of 50,000 shares (NYSE)/25,000 shares (NYSE Amex Equities), or more will be published. If there is an
imbalance of any lesser size that is significant relative to the ADTV of the stock, it may be published by
the DMM with Floor Official or qualified Exchange employee approval. If there is no such imbalance, a “no
imbalance” indication must be issued by the DMM.

3. Mandatory MOC/LOC Imbalance Publications after a Trading Halt

If a trading halt is in effect at 3:45 p.m. but is lifted prior to the Close, any MOC/LOC imbalance of 50,000
shares (NYSE)/25,000 shares (NYSE Amex Equities), or more will be published, and any imbalance of
lesser size if significant relative to the ADTV may be published by the DMM as soon as possible after trading
reopens, subject to prior Floor Official or qualified Exchange employee approval. If the trading halt is not lifted
before the Close, there will not be any imbalance publications.

4. Exchange Publication of Order Imbalance Information

In addition to the Informational Imbalance and Mandatory MOC/LOC Imbalance Publications described
above, the Exchanges also make available real-time Order Imbalance Information prior to the Close in
accordance with Rule 123C(6). These publications take place approximately every five (5) seconds between
3:45 p.m. and 4:00 p.m. The Order Imbalance Information publications use a reference price in order to
indicate how many shares would be needed to close the security at that price, including MOC, marketable
LOC and CO orders. (For more information on how the reference price is determined, see Rule 123C(6)(a)
(iii)). Beginning at 3:55 p.m., the Order Imbalance Information publications also include stop orders, d-Quotes

and all other e-Quotes containing pegging instructions eligible to participate in the closing transaction. 3 

As noted above, Order Imbalance Information publications are solely for informational purposes and off-
setting interest must not be submitted in response to Order Imbalance Information publications. Off-setting
MOC/LOC interest may be submitted only as described in this memo in response to a Mandatory MOC/LOC
Imbalance Publication issued at 3:45 p.m. or after a trading halt in accordance with Rule 123C(2).

C. Printing the Closing Transaction

1. Rules 116.40 and 123C(8)

DMMs are reminded that the closing transaction must be printed consistent with Rules 116.40 and 123C(8)

and must accurately reflect both the closing price and closing volume when printing the closing transaction. 4 

2. Verbal Interest and e-Quotes at the Close

DMMs should take all interest, including verbal, e-Quoted and Display Book interest, into account when
formulating the Close. Depending on whether it is marketable or not, verbal interest may be handled
differently than e-Quoted interest at the Close. Marketable verbal interest is included with all market and MOC
interest at the Close, while limited verbal interest and e-Quotes are on parity with limit orders. DMMs are
reminded that verbal interest from a Floor broker should be handled one of two ways: entered into GTM by
NYSE Floor Operations staff or into the crowd field of the Closing template by the DMM.

Pursuant to Rule 342, members and member organizations must ensure that they have adequate written
policies and procedures in place to detect, deter and prevent conduct inconsistent with the guidance set forth
above. Any member who believes that the above procedures have not been adhered to should report his or
her concern to the FINRA On-Floor Surveillance Unit.

3. Orders to Offset MOC/LOC Imbalances at the Close to Mitigate Price Disparity

Rule 902 (Off Hours Trading Orders) provides for entry of orders after the Close. Rule 902(a)(ii)(B) permits
DMMs to include in the calculation of the Close legitimate market interest that has agreed to offset all or part
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of any MOC imbalance that existed prior to the Close at 4:00 p.m. The DMM's use of this offsetting interest
to minimize significant price dislocation on the Close will result in a closing-price coupled order between the
DMM and member, member organization or customer. If the member, member organization or customer
agrees, the DMM may include this interest in offsetting an imbalance when setting the closing price and
increase DMM participation in the closing print to the extent of the new contra interest. In this way the DMM
will liquidate or cover the related dealer position, and the member, member organization or customer will
acquire the position. Such closing-price coupled orders are executed at the Ramp.

It is important to note that Rule 902 may not be relied on for the entry of an order after the Close when there
is no MOC/LOC imbalance or when the imbalance would not result in volatility and/or price dislocation. In
addition, it cannot be used if the Close has already been printed.

D. Extreme Order Imbalances at or Near the Close

In order to avoid significant dislocation in the closing price that may result from an order entered or
represented at or near the Close, Rule 123C(9) permits the Exchange, on a security-by-security basis,
to temporarily suspend the hours of operation under Rule 52 so that offsetting interest may be solicited
from both on-Floor and off-Floor participants and entered to reduce the size of the imbalance. Extensions
of trading under Rule 123C(9) may be designated by the Exchange for a specific time period up to 30
minutes after the scheduled close. Off-setting interest is solicited using Exchange Trader Updates as well
as messages sent directly to Floor broker hand-held devices. These Exchange issued solicitation requests
include information regarding security symbol, the imbalance amount and side, the last sale price, and a
designated order acceptance cutoff time (generally five minutes from the issuance of the solicitation request).
Offsetting interest submitted in response to an Exchange-issued solicitation request must be a limit order
priced no worse than the last sale, irrevocable and entered no later than the order acceptance cut-off time
indicated in the solicitation request. Exchange systems will accept interest entered electronically after 4:00
p.m. only if Rule 123C9(a)(1) is invoked.

Exchange systems will not verify side or price, and will not block post-4:00 p.m. cancellation of interest
submitted under this rule. Therefore, member and member organizations entering such interest are
responsible for ensuring compliance with the rule, such that the only interest that may be entered in response
to such a solicitation request is: (i) offsetting; (ii) a limit order priced no worse than the last sale price; and
(iii) not cancelled. Failure to comply with these requirements for entering electronic interest in response to
a solicitation request is a violation of Exchange rules and may result in disciplinary action. See Information
Memoranda 09-20 (May 5, 2009) and 10-52 (December 22, 2010).

Rule 123C(9) also permits temporary suspension of the prohibition on the cancellation or reduction of a MOC/
LOC order after 3:58 p.m. where there is a legitimate error in such an order and the execution of the order
would cause significant price dislocation at the Close.

Only the DMM assigned to a particular affected security may request relief under Rule 123C(9). A request
for relief under Rule 123C(9) must be approved and supervised by an Executive Floor Governor or qualified
NYSE Euronext employee and supervised by a qualified Exchange officer, as defined in Rule 48(d). All Rule
123C(9)-related approvals should be recorded in FORTÉ.

IV. Adequacy of Operations and Supervisory Staff

All members and member organizations, including DMMs, should ensure that both operational and
supervisory staffing on and around the December 16 Expiration Day will be sufficient to monitor and process
all orders, regardless of the form in which they are received, as well as to handle the anticipated increased
workload. All members and member organizations should also review their systems to ensure that they have
adequate capacity to handle the expected increase in volume. For example, DMM firms should review their
DMM Unit algorithm to ensure that they meet their obligations to maintain a fair and orderly market. DMMs
are reminded to seek the advice of a Floor Official regarding any unusual situations as quickly as possible.
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V. Supervision

A. Review of Policies and Procedures

In view of increased automated order delivery, e-Quoting and automatic execution, members and member
organizations should carefully review their procedures as well as their supervisory systems for handling
orders in connection with the December 16 Expiration Day. Specifically, members and member organizations
should review their practices for handling orders at or near the Close. Reviews should include both manual
orders and those handled systemically, such as orders that are handled by a computer algorithm. In addition,
members and member organizations should take all necessary steps to ensure that the relevant trading
and back-office staffs are familiar with firm procedures for handling orders at or near the Close. Members
and member organizations should also be mindful of the guidance issued in Information Memo 09-22 (May
28, 2009) (attached) regarding procedures for escalating and addressing inquiries arising from real-time
regulatory or trading issues.

In addition, members and member organizations are reminded of their obligation to have adequate
systems and controls relating to the use of firm systems by correspondents or others. Please consult
NYSE Information Memos 02-48 (November 7, 2002) and 07-60 (June 29, 2007) (both attached) for more
information.

B. Adequacy of Compliance Program

Members and member organizations are also reminded to ensure that they have a robust compliance
program that includes adequate written policies, procedures and supervisory controls to monitor for
compliance with Rule 123C and the guidance contained in this Information Memo. Policies and procedures
must be adequate to ensure that all procedures related to MOC/LOC orders are appropriately followed, and to
detect and deter any actions that may violate NYSE, NYSE Amex and/or SEC rules.

C. Due Diligence Requirements

Consistent with the requirements of Rule 405, before any at-the-close order is transmitted to the Floor the
member or member organization accepting the order must exercise due diligence to learn the essential
facts relative to the order, including the purpose and propriety of the at-the-close instruction. In addition, an
imbalance of orders at or near the Close, caused in part by the entry of such orders, could lead to trading
being halted in the security and such orders not receiving an execution.

D. Supervision to Prevent Improperly Affecting the Close

Members and member organizations must also ensure that their activity does not have the effect of artificially
impacting the closing price. Firms should review procedures utilized in connection with orders to be executed
at or near the Close with their traders and other order-entry personnel. Firms should also review systemic
order-entry functions (e.g., algorithms or “smart servers”) for compliance with the NYSE and NYSE Amex
Equities rules and the provisions of this Information Memorandum. Firms should also review the provisions
of NYSE Information Memo 95-28 (July 10, 1995) (attached), which discusses trading near the Close and
activity that would constitute violations of NYSE and NYSE Amex Equities rules, as well as federal securities
laws.

In that connection, members and member organizations are reminded that, where a firm has committed to
purchase from (sell to) a customer at a price that is derived from the closing price (e.g., MOC orders) while
also reserving a significant position of its hedging or covering transaction to be executed at or near the Close,
they must operate with substantial care. If the transaction is completed in a manner that does not effectively
place the firm at market risk or if the transaction does not provide an opportunity for possible contra side
interest to develop and/or react to the activity, it would raise manipulative concerns and would operate as
conduct inconsistent with just and equitable principles of trade.
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E. Compliance with Federal Securities Laws and Rules

In addition to complying with NYSE and NYSE Amex Equities rules and policies, members and member
organizations should review all other applicable federal securities laws and regulations, including Section 9(a)
(2) of the Securities Exchange Act, Regulation SHO and Rule 10b-5, as well as the margin and capital rules.
Firms must ensure that they have written policies, procedures, and supervisory controls reasonably designed
to detect and deter potentially violative conduct.

VI. Staff Contacts

Regulatory questions relating to this Information Memo should be addressed to:

• Patricia Bergholc, Director, FINRA Market Regulation, 917.281.3054; or
• Michael Fryer, Director, FINRA Market Regulation, 917.281.3071; or
• John Saxton, Director, FINRA Market Regulation, 917.281.3114.

Questions regarding the NYSE and NYSE Amex Equities Rules cited in this notice should be addressed to:

• Clare Saperstein, Vice President, NYSE Regulation, Inc., 212.656.2355; or
• David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166.

Operations questions concerning this memorandum may be addressed to the following:

• Paul Bauccio, Senior Vice President, Operations, 212.656.2929; or
• Dennis Pallotta, Director, Operations, 212.656.5236; or
• Sonia Rosa, Managing Director, Operations, 212.656.2899.

Questions may also be directed to the FINRA On-Floor Surveillance Unit via the White Phone or in person at
the Unit's Booth on the Floor.

___________________________

NYSE Regulation, Inc

NYSE/NYSE Amex Equities Close

• MOC/LOC entry

- Must be entered by 3:45 pm, unless offsetting a published imbalance.
- Must be entered electronically.

• Cancellation of MOC/LOCs

- Can be cancelled after 3:45 pm only in cases of legitimate error.

- Cannot be cancelled after 3:58 pm, even if legitimate error. * 
• MOC/LOC Publication

- One Regulatory MOC/LOC publication at 3:45, done systemically
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• Closing Offset (“CO”) Order

- Can be entered on either side of the market, at any time during the day.
- Can be used to offset any imbalance at the Close.
- Not guaranteed to participate; may participate only to offset imbalance if no other interest
is remaining to trade at the closing price on the same side of the CO order.
- Cannot swing balance to other side.
- Time priority basis with other CO orders on the same side of the market.
- Not included in the mandatory MOC/LOC imbalance publication.
- Subject to the same restrictions on cancelling as MOC/LOC orders, i.e., cannot be
cancelled after 3:58 pm, even if legitimate error *

• Order Imbalance Data feeds (Proprietary Data product) to all customers (upstairs and Floor)

- Every 5 seconds beginning at 3:45
- Compiled using:

• Reference price
• MOC/LOC imbalance and the side of the market
• At 3:55, d-Quotes and all other e-Quotes containing pegging instructions eligible

to participate on the Close
• MOC/LOC paired quantity at reference price
• CO orders on the opposite side
• At-price LOC interest eligible to offset the imbalance.
• Price at which closing-only interest (MOC orders, marketable LOC orders and

CO orders on the opposite side of the imbalance) will execute in full
• Price where all orders eligible to trade on the Close would execute against

themselves and orders on DBK.
• d-Quote entry for closing transactions must be entered by 3:59:50.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  A "legitimate error" is an error in any term of a MOC/LOC order, such as price, number of shares, buy/
sell, or identification of the security. See Rule 123C(1)(c).

2  Imbalance publications include both MOC and marketable LOC orders (based on the last sale price
at the time the publication is made). See Rule 123C(1)(b) & (d), defining "Informational Imbalance
Publications" and "Mandatory MOC/LOC Imbalance Publications." For more information on how
imbalance publications are calculated, see Rule 123C(4).

3  On a day that trading on the Exchange is scheduled to close earlier than 4:00 p.m., the Exchange will
disseminate Order Imbalance Information every five (5) seconds starting at 10 minutes prior to the
Close. See Rule 123C(6)(a)(v).

4  For more information on the execution of orders at the Close, see Rule 123C(7). Members and member
organizations are reminded that, when arranging the Close, they may not use the Display Book system
in an inappropriate manner designed to discover information about unelected stop orders.

*  Except as provided in Rule 123C(9)(a)
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 11-28

Click to open document in a browser

October 12, 2011

   TO: CHIEF EXECUTIVE OFFICERS, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

FROM: NYSE REGULATION, INC.

SUBJECT: HARMONIZATION OF ORDER TRACKING RULES WITH FINRA ORDER AUDIT TRAIL
SYSTEM (“OATS”) REQUIREMENTS AND PHASE OUT OF THE ORDER TRACKING SYSTEM (“OTS”)
RULES

I. Overview and Purpose

In order to reduce regulatory duplication and provide for less burdensome and more efficient compliance with
conduct rules and requirements, the New York Stock Exchange, LLC (“NYSE”) and NYSE Amex Equities
LLC (“NYSE Amex Equities”) (collectively, the “Exchange”) have filed with the Securities and Exchange
Commission (“SEC”) to adopt new rules that correspond to rules filed by the Financial Industry Regulatory
Authority, Inc. (“FINRA”) and approved by the SEC.

The purpose of this Information Memo is to inform members and member organizations that the Exchange
has

• deleted Rules 132A, 132B, 1   and 132C (relating to OTS) and made conforming amendments in
Rules 70, 98, 123, and 1600 which contain references to Rule 132B, and

• adopted new Rules 7410 through 7470 that implement FINRA's OATS requirements. The new

Exchange rules are substantially the same as FINRA Rules 7410 to 7470. 2 

The rule changes will become effective on October 17, 2011. As described below, however, FINRA will be
phasing in compliance beginning October 17, 2011 pursuant to a reporting schedule that requires OATS
reporting for only certain NMS securities within each phase, with all NMS stocks being reported by November
28, 2011.

Copies of new Rules 7410-7470 are attached.

II. Expansion of FINRA OATS Requirements to All Reg NMS Securities on October 17, 2011

On November 12, 2010, the SEC approved an amendment to FINRA Rule 7410 to extend the OATS
recording and reporting requirements to include all NMS stocks and subsequently extended the
implementation date to October 17, 2011. FINRA's OATS Reporting Technical Specifications, which were
updated on May 3, 2011 to reflect the expansion of OATS requirements to all NMS stocks, as well as
additional information about FINRA's OATS rules are available on FINRA's website at www.finra.org/oats.

Exchange member organizations that are also FINRA members (“Dual Members”) will become subject to the
new FINRA OATS requirements on October 17, 2011. As already required pursuant to the FINRA OATS
requirements, Dual Members must update their existing OATS systems to accommodate all NMS stocks,
including NYSE and NYSE Amex Equities listed securities, on or before October 17, 2011.

In order to harmonize its order tracking rules with the FINRA OATS requirements, the Exchange adopted
Rules 7410 through 7470. Member organizations should note that the Exchange's OATS rules are
substantially the same as FINRA's OATS Rules 7410 through 7470 and that all FINRA interpretations and
published guidance relating to its rules are applicable to the Exchange's rules.
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Dual Members will only need to submit OATS information both for FINRA and Exchange OATS requirements
to FINRA. Subject to the roll-out schedule below, Dual Members will not need to make separate OATS
submissions to the Exchange.

III. Phase Out of OTS Rules

FINRA will begin to phase in the new recording and reporting requirements under its Rule 7400 Series

beginning on October 17, 2011. 3   However, while member organizations may elect to report all NMS stocks
beginning on October 17, 2011, only those securities required to be reported within each phase will be
subject to all OATS matching processing, with all NMS stocks being reported by November 28, 2011. See
http://www.finra.org/Industry/Compliance/MarketTransparency/OATS/OATSReport/P124073.

Member organizations should accordingly continue to maintain compliance with Exchange OTS requirements
until an NMS security has been phased into the OATS requirements according to FINRA's schedule.

IV. Special Considerations for Floor Brokers

FINRA has provided a detailed FAQ (Question 11) on how orders sent to Floor brokers should be reported to
OATS, which depends on the type of customer involved and how the order is communicated to the Floor. See
Question 11, http://www.finra.org/Industry/Compliance/MarketTransparency/OATS/NMS/P122893. Note that
for all orders routed to or entered into NYSE Broker Systems, NYSE Euronext will provide OATS compliant

reporting to FINRA on behalf of Floor broker firms. 4   Members and member organizations should note the
following:

• Pursuant to Rule 7450(c), Floor broker firms are required to enter into OATS Reporting Agreements
with NYSE Euronext for the transmittal of OATS records to FINRA. Member organizations are
required to maintain copies of those agreements and remain responsible for the accuracy and
integrity of data submitted on their behalf. An OATS Reporting Agreement does not constitute a
supervisory system and does not relieve member organizations of responsibility for complying with
the OATS requirements, including maintaining supervisory procedures for the OATS requirements.

• New Rule 7470 establishes certain exemptions to the order recording and data transmission
requirements for manual orders if the exemption is consistent with the protection of investors and
the public interest, subject to certain criteria including, among others, that a firm have no final
disciplinary actions within the last five years and less than $2 million in annual revenues. The
exemption is limited to a period of two years; however, subsequent exemptions may be requested.
Information on how to qualify for the exemption and file a formal request for exemp tive relief with
FINRA can be found at http://www.finra.org/Industry/Compliance/MarketTransparency/OATS/
PhaseIII/p015647

V. Special Considerations for Proprietary Trading Firms

Finally, similar to NASDAQ Rule 6951(n), the Exchange added a definition of a proprietary trading firm in
new Rule 7410(p), i.e., a member organization that trades its own capital, does not have “customers,” as
that term is defined in Rule 7410(c), and is not a FINRA member. A member organization that meets this
definition is not required to comply with the data transmission requirements of the OATS rules. A firm meeting
the definition of a proprietary trading firm must maintain OATS compliant data and provide it only when they

receive a request from the Exchange. 5 

VI. Staff Contacts

Questions concerning the OATS requirements, including questions about technical specifications or other
OATS regulatory requirements, should be directed to FINRA by email via the FINRA website, by phone at
1.800.321.6273 or by fax at 1.888.345.6275.
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Questions about Exchange rule interpretations may be directed to:

• Clare Saperstein, Vice President, NYSE Regulation, Inc., 212.656.2355, or
• David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166.

Attachments (Rules 70, 98, 123, 1600, and 7410, 7420, 7430, 7440, 7450, 7460 & 7470)

Additions underlined.

Deletions [bracketed].

NYSE Rules

*****

Rule 70. Execution of Floor Broker Interest

*****

Supplementary Material:

*****

.40 Operation of an NYSER Approved Booth Premise

(1) - (4) No Change.

(5) Orders originated in or routed through facilities located at such approved booth premises must comply
with the relevant order entry requirements of Exchange Rules including Exchange Rules 123 and [132B] 7400
Series.

(6) - (7) No Change.

*****

Rule 98. Operation of a DMM Unit

*****

(d) Approval to operate a DMM unit within an integrated proprietary aggregation unit.

*****

(4) An integrated proprietary aggregation unit shall maintain order audit trail information consistent with
the following:

(A) [The order tracking requirements of NYSE Rule 132B shall apply to the integrated proprietary
aggregation unit's trading on or through the systems and facilities of the Exchange in securities
allocated to the DMM unit, including trading by the DMM unit.] Reserved.

*****

Rule 123. Record of Orders

(a) No Change

(b) Receipt of Orders

Every member shall preserve for at least three years a record of every order received by that member on
the Floor from off the Floor. Such record shall include the name and amount of the security, the terms of
the order and the time when such order was received. The provisions of this paragraph shall not apply to
orders in NYSE listed securities initiated and/or routed from a member organization's booth premise operating
pursuant to Exchange Rule 70.40 for execution on another market center. Orders initiated and/or routed from
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a member organization's booth premise operating pursuant to Exchange Rule 70.40 for execution on another
market center must comply with the provisions of the Exchange Rule [132B] 7400 Series.

(c) - (f) No Change

*****

[Rule 132A. Synchronization of Member Business Clocks

Each member and member organization shall synchronize its business clocks that are used for purposes of
recording the date and time of any event that must be recorded pursuant to the Rules of the Exchange, with
reference to a time source as designated by the Exchange, and shall maintain the synchronization of such
business clocks in conformity with such procedures as are prescribed by the Exchange.]

*****

[Rule 132B. Order Tracking Requirements

(a) Procedures

1. With respect to any security listed on the New York Stock Exchange including orders in NYSE listed
securities initiated and/or routed from a member organization's booth premise operating pursuant to
Exchange Rule 70.40 for execution on another market center and excluding bonds, each member
and member organization shall:

A. immediately following receipt or origination of an order, record each item of information
described in paragraph (b) of this Rule that applies to such order, and record any
additional information described in paragraph (b) of this Rule that applies to such order
immediately after such information is received or becomes available; and

B. immediately following the transmission of an order to another member, or from one
department to another within the same member organization, record each item of
information described in paragraph (c) of this Rule that applies with respect to such
transmission; and

C. immediately following the modification or cancellation of an order, record each item of
information described in paragraph (d) of this Rule that applies with respect to such
modification or cancellation.

D. identify which orders or portions thereof are being made part of the Floor broker agency
interest file pursuant to such procedures as required by the Exchange.

2. Each required record of the time of an event shall be expressed in terms of hours, minutes, and
seconds.

3. Each member or member organization shall, by the end of each business day, record each item of
information required to be recorded under this Rule in such electronic form as is prescribed by the
Exchange from time to time.

4. Maintaining and Preserving Records

A. Each member and member organization shall maintain and preserve records of the
information required to be recorded under this Rule for the period of time and accessibility
specified in SEC Rule 17a-4(b).

B. The records required to be maintained and preserved under this Rule may be immediately
produced or reproduced on “micrographic media” as defined in SEC Rule 17a-4(f)(1)(i) or
by means of “electronic storage media” as defined in SEC Rule 17a-4(f)(1)(ii) that meet
the conditions set forth in SEC Rule 17a-4(f) and be maintained and preserved for the
required time in that form.
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5. the designation of the order as a market order, auction market order, limit order, stop order or
auction limit, or intermarket sweep order.

(b) Order Origination and Receipt

Unless otherwise indicated, the following order information must be recorded under this Rule when an order
is received or originated:

1. an order identifier meeting such parameters as may be prescribed by the Exchange assigned to the
order by the member or member organization that uniquely identifies the order for the date it was
received;

2. the identification symbol assigned by the Exchange to the security to which the order applies;
3. the market participant symbol assigned by the Exchange to the member or member organization;
4. the identification of any department or the identification number of any terminal where an order is

received directly from a customer;
5. where the order is originated by a member or member organization, the identification of the

department (if appropriate) of the member that originates the order;
6. the number of shares to which the order applies;
7. the designation of the order as a buy or sell order;
8. the designation of the order as a short sale order;
9. the designation of the order as a market order, auction market order, limit order, stop order or

auction limit, or intermarket sweep order.
10. any limit and/or stop price prescribed in the order;
11. the date on which the order expires, and, if the time in force is less than one day, the time when the

order expires;
12. the time limit during which the order is in force;
13. any request by a customer that an order not be displayed pursuant to Rule 11Acl-4(c) under the

Securities Exchange Act of 1934;
14. special handling requests, specified by the Exchange for purposes of this Rule;
15. the date and time the order is originated or received by a Member or member organization; and
16. the type of account, i.e., retail, wholesale, employee, proprietary, or any other type of account

designated by the Exchange, for which the order is submitted.

(c) Order Transmittal

Order information required to be recorded under this Rule when an order is transmitted includes the following:

1. When a member or member organization transmits an order to another department within the
member, other than to the trading, the member or member organization shall record:

A. the order identifier assigned to the order by the member or member organization,
B. the market participant symbol assigned by the Exchange to the member or member

organization,
C. the date the order was first originated or received by the member or member organization,
D. an identification of the department to which the order was transmitted, and
E. the date and time the order was received by that department;

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

199

http://researchhelp.cch.com/License_Agreement.htm


2. When a member or member organization transmits an order to another member or member
organization:

A. the transmitting member or member organization shall record:

i) whether the order was transmitted manually or electronically,
ii) the order identifier assigned to the order by that member or member

organization,
iii) the market participant symbol assigned by the Exchange to that member or

member organization,
iv) the market participant symbol assigned by the Exchange to the member or

member organization to which the order is transmitted,
v) the date the order was first originated or received by the transmitting member or

member organization,
vi) the date and time the order is transmitted,
vii) the number of shares to which the transmission applies, and
viii) for each order to be included in a bunched order, the bunched order route

indicator assigned to the bunched order by the member or member organization;
and

B. the receiving member or member organization shall record, in addition to all other
information items in Rule 132B that apply with respect to such order:

i) the fact that the order was received manually or electronically;
ii) the order identifier assigned to the order by the member or member organization

that transmits the order, and
iii) the market participant symbol assigned by the Exchange to the member or

member organization that transmits the order.
C. The requirement in paragraph 2A above to record information regarding the transmission

of an order to another member or member organization shall not apply to:

i) the transmitting member or member organization where the order was
transmitted to the Floor by means of Exchange systems; or

ii) the transmitting member on the Floor, where the order is transmitted on the
Floor to another member, and the order had been entered into an Exchange
data base pursuant to Exchange Rule 123(e) or had been received on the Floor
by means of Exchange systems, except that the transmitting member shall
record the order identifier as specified in paragraph (e) of this Rule, and the
market participant symbol assigned by the Exchange to the member or member
organization to which the order was transmitted.

D. The requirement in paragraph 2B above to record information regarding the receiving of
an order shall not apply where:

(i) the receiving member or member organization received the order by means of
the Exchange systems; or

(ii) the receiving member received the order on the Floor from another member on
the Floor, and the order had been entered into an Exchange data base pursuant
to Exchange Rule 123(e) or had been received on the Floor by means of the
Exchange systems, except that the receiving member shall record the order
identifier as specified in paragraph (e) of this Rule, and the market participant
symbol assigned by the Exchange to the member or member organization from
which he order was received.
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3. When a member or member organization transmits an order to a non-member, the member or
member organization shall record:

A. the fact that the order was transmitted to a non-member,
B. the order identifier assigned to the order by the member or member organization,
C. the market participant symbol assigned by the Exchange to the member or member

organization,
D. the date the order was first originated or received by the member or member organization,
E. the date and time the order is transmitted,
F. the number of shares to which the transmission applies, and
G. for each manual order to be included in a bunched order, the bunched order route

indicator assigned to the bunched order by the member or member organization.

(d) Order Modifications and Cancellations

Order information required to be recorded under this Rule when an order is modified or canceled includes the
following:

1. When a member or member organization modifies or receives a modification to the terms of
the order, the member or member organization shall record, in addition to all other applicable
information items (including a new order identifier) that would apply as if the modified order were
originated or received at the time of the modification:

A. the order identifier assigned to the order by the member or member organization prior to
the modification,

B. the date and time the modification was originated or received and
C. the date the order was first originated or received by the member or member organization.

2. When the member or member organization cancels or receives a cancellation of an order, in whole
or part, the member or member organization shall record:

A. the order identifier assigned to the order by the member or member organization,
B. the market participant symbol assigned by the Exchange to the member or member

organization,
C. the date the order was first originated or received by the member or member organization,
D. the date and time the cancellation was originated or received,
E. if the open balance of an order is canceled after a partial execution, the number of shares

canceled, and
F. whether the order was canceled on the instruction of a customer or the member or

member organization.
3. The requirements in paragraphs 1 and 2 above regarding the recording of information with respect

to receiving a modification or cancellation of an order shall not apply where:

i. the receiving member or member organization received the modification or cancellation by
means of the Exchange systems; or

ii. the receiving member received the modification or cancellation on the Floor from another
member on the Floor, and such modification or cancellation had been entered into an
Exchange data base pursuant to Exchange Rule 123(e), or had been received on the
Floor by means of Exchange systems.

(e) The order identifier referred to in paragraph (b)(1) above shall be the order identifier required by Exchange
Rule 123(e) with respect to any order transmitted by a member or member organization to the Floor for
execution, and to any order received on the Floor by a member or member organization from off the Floor,
except that the order identifier with respect to an order transmitted to the Floor by means of Exchange
systems shall be the turnaround number assigned to such order by the system.
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(f) The provisions of this Rule shall not apply to members effecting on the Floor proprietary transactions when
they are acting in the capacity of a DMM.

• • • Supplementary Material: 

.10 For purposes of Exchange Rules:

(a) “index arbitrage” means a trading strategy in which pricing is based on discrepancies between
a “basket” or group of stocks and the derivative index product (i.e. a basis trade) involving the
purchase or sale of a “basket” or group of stocks in conjunction with the purchase or sale, or
intended purchase or sale, of one or more derivative index products in an attempt to profit by the
price difference between the “basket” or group of stocks and the derivative index products. While
the purchase or sale of the stocks must be in conjunction with the purchase or sale of derivative
index products, the transaction need not be executed contemporaneously to be considered index
arbitrage. The term “derivative index products” refers to cash-settled options or futures contracts on
index stock groups, and options on any such futures contracts.

(b) “Program trading” means either (A) index arbitrage or (B) any trading strategy involving the
related purchase or sale of a “basket” or group of 15 or more stocks. Program trading includes the
purchases or sales of stocks that are part of a coordinated trading strategy, even if the purchases
or sales are neither entered or executed contemporaneously, nor part of a trading strategy involving
options or futures contracts on an index stock group, or options on any such futures contracts, or
otherwise relating to a stock market index.]

[Rule 132C. Transmission of Order Tracking Information to the Exchange

Members and member organizations shall be required to transmit to the Exchange, in such format as the
Exchange may from time to time prescribe, such order tracking information as the Exchange may request.]

*****

Rule 1600. New York Block Exchange SM

(a) - (h) No Change.

(i) Reports and Recordkeeping.

(1) New York Block Exchange Trading Reports and Records. Users of the NYBX Facility must comply
with all relevant rules of the Exchange and the Securities and Exchange Commission in relation to
reports and records of transactions on the NYBX Facility including but not limited to Exchange Rules
[132B] 7400 Series (Order Audit Trail System [Tracking Requirements]), 342 (Supervision) and 440
(Books and Records) and Sections 17a-3, 17a-4 and 17a-6 of the Securities Exchange Act of 1934.

*****

Conduct Rules (Rules 2010—[6140] 7470)

*****

Rule 7400. Order Audit Trail System

Rule 7410. Definitions

For purposes of the Rule 7400 Series:

(a) Terms shall have the same meaning as those defined in the Exchange Rules, unless otherwise specified.

(b) “Bunched Order” shall mean two or more orders that are aggregated prior to execution.

(c) “Customer” shall mean a person other than a broker or dealer.
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(d) “Electronic Communication Network” shall mean any electronic system that widely disseminates to third
parties orders entered therein by an exchange market maker or overthe-counter market maker, and permits
such orders to be executed in whole or in part, and as further defined in Rule 600(b)(23) of SEC Regulation
NMS.

(e) “Electronic Order” shall mean an order captured by a member organization in an electronic order-routing
or execution system.

(f) “Exchange System” shall mean the service provided by the Exchange that provides for the automated
execution and reporting of transactions in NMS stocks.

(g) “Index Arbitrage” shall mean a trading strategy in which pricing is based on discrepancies between a
“basket” or group of stocks and the derivative index product (i.e. a basis trade) involving the purchase or
sale of a “basket” or group of stocks in conjunction with the purchase or sale, or intended purchase or sale,
of one or more derivative index products in an attempt to profit by the price difference between the “basket”
or group of stocks and the derivative index products. While the purchase or sale of the stocks must be in
conjunction with the purchase or sale of derivative index products, the transaction need not be executed
contemporaneously to be considered index arbitrage. The term “derivative index products” refers to cash-
settled options or futures contracts on index stock groups, and options on any such futures contracts.

(h) “Intermarket sweep order” shall have the same meaning as contained in Rule 600(b)(30) of SEC
Regulation NMS.

(i) “Manual Order” shall mean an order that is captured by a member organization other than in an electronic
order-routing or execution system.

(j) “NMS stock” shall have the same meaning as contained in Rule 600(b)(47) of SEC Regulation NMS.

(k) “Order” shall mean any oral, written, or electronic instruction to effect a transaction in an NMS stock that is
received by a member organization from another person for handling or execution, or that is originated by a
department of a member organization for execution by the same or another member organization, other than
any such instruction to effect a proprietary transaction originated by a trading desk in the ordinary course of a
member organization's market making activities.

(l) “Order Audit Trail System” shall mean the automated system owned and operated by FINRA that is
designed to capture order information in NMS stocks reported by member organizations for integration with
trade and quotation information to provide the Exchange with an accurate time sequenced record of orders
and transactions.

(m) “Program Trading” means either (A) index arbitrage or (B) any trading strategy involving the related
purchase or sale of a “basket” or group of 15 or more stocks. Program trading includes the purchases or
sales of stocks that are part of a coordinated trading strategy, even if the purchases or sales are neither
entered nor executed contemporaneously, nor part of a trading strategy involving options or futures contracts
on an index stock group, or options on any such futures contracts, or otherwise relating to a stock market
index.

(n) “Reporting Agent” shall mean a third party that enters into any agreement with a member organization
pursuant to which the Reporting Agent agrees to fulfill such member organization's obligations under Rule
7450.

(o) “Reporting Member Organization” shall mean a member organization that receives or originates an order
and has an obligation to record and report information under Rules 7440 and 7450.

(1) A member organization shall not be considered a Reporting Member Organization in connection
with an order, if the following conditions are met:

(A) the member organization engages in a non-discretionary order routing process, pursuant to
which it immediately routes, by electronic or other means, all of its orders to a single receiving
Reporting Member Organization;
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(B) the member organization does not direct and does not maintain control over subsequent
routing or execution by the receiving Reporting Member Organization;

(C) the receiving Reporting Member Organization records and reports all information required
under Rules 7440 and 7450 with respect to the order; and

(D) the member organization has a written agreement with the receiving Reporting Member
Organization specifying the respective functions and responsibilities of each party to effect full
compliance with the requirements of Rules 7440 and 7450.

(2) A member organization shall not be considered a Reporting Member Organization in connection
with an order if:

(A) the member organization was approved as a member organization pursuant to NASD
IM-1013-1 or NASD IM-1013-2;

(B) the member organization operates consistent with NASD IM-1013-1 or NASD IM-1013-2,
including limiting its business operations to “permitted floor activities,” as that term is defined in
NASD IM-1013-1 and NASD IM-1013-2; and

(C) the order was received by the member organization through systems operated and regulated
by the Exchange.

(p) “Proprietary Trading Firm” shall mean a member organization that trades its own capital and that does
not have “customers,” as that term is defined in NYSE Rule 7410(c), and that is not a FINRA member. The
funds used by a Proprietary Trading firm must be exclusively firm funds and all trading must be in the firm's
accounts. Traders must be owners of, employees of, or contractors to the firm.

Rule 7420. Applicability

(a) Unless otherwise indicated, the requirements of the Rule 7400 Series are in addition to the requirements
contained elsewhere in Exchange Rules.

(b) Unless otherwise indicated, the requirements of the Rule 7400 Series shall apply to all member
organizations and to their associated persons.

(c) Unless otherwise indicated, the requirements of the Rule 7400 Series shall apply to all executed or
unexecuted orders for all NMS stocks traded on the Exchange.

• • • Supplementary Material: 

.01 “associated person”. For the purposes of this Rule, the term “associated person” shall have the same
meaning as the terms “person associated with a member” or “associated person of a member” as defined in
Article I (rr) of the FINRA By-Laws.

Rule 7430. Synchronization of Member Organization Business Clocks

Each member organization shall synchronize its business clocks that are used for purposes of recording the
date and time of any event that must be recorded pursuant to the Rules of the Exchange, with reference to a
time source as designated by the Exchange, and shall maintain the synchronization of such business clocks
in conformity with such procedures as are prescribed by the Exchange.

Rule 7440. Recording of Order Information

(a) Member organizations and associated persons shall comply with FINRA Rule 7440 as if such Rule were
part of the Exchange's rules. The Exchange and FINRA are parties to the Regulatory Services Agreement
pursuant to which FINRA has agreed to perform certain functions on behalf of the Exchange. Therefore,
member organizations are complying with NYSE Rule 7440 by complying with FINRA Rule 7440 as written,
including, for example, filing requirements and notifications. In addition, functions performed by FINRA,
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FINRA departments, and FINRA staff under NYSE Rule 7440 are being performed by FINRA on behalf of the
Exchange.

(b) For purposes of this Rule, references to Rules 7420 through 7460 shall be construed as references to
NYSE Rules 7420 through 7460.

(c) Member organizations shall assign and enter a unique order identifier, in the form prescribed by the
Exchange, to all orders that are electronically transmitted to the Exchange. An order identifier shall not be
required for orders that are manually transmitted.

Rule 7450. Order Data Transmission Requirements

(a) Except as provided in paragraph (b), member organizations and associated persons shall comply with
FINRA Rule 7450 as if such Rule were part of the Exchange's rules. The Exchange and FINRA are parties
to the Regulatory Services Agreement pursuant to which FINRA has agreed to perform certain functions on
behalf of the Exchange. Therefore, member organizations are complying with NYSE Rule 7450 by complying
with FINRA Rule 7450 as written, including, for example, filing requirements and notifications. In addition,
functions performed by FINRA, FINRA departments, and FINRA staff under NYSE Rule 7450 are being
performed by FINRA on behalf of the Exchange.

(b) Proprietary Trading Firms shall be required to comply with FINRA Rule 7450 as if such Rule were part of
the Exchange's rules, only when they receive a request from the Exchange to submit order information with
respect to specific time periods identified in such request. Nothing in this Rule shall be construed to limit the
obligations of Proprietary Trading Firms under any other Rule of the 7400 Series, including but not limited to,
Rule 7440.

(c) For purposes of this Rule, references to Rule 7440 shall be construed as references to NYSE Rule 7440.

Rule 7460. Violation of Order Audit Trail System Rules

Failure of a member organization or associated person to comply with any of the requirements of Rule 7410
through Rule 7460 may be considered conduct that is inconsistent with high standards of commercial honor
and just and equitable principles of trade, in violation of Rule 2010.

Rule 7470. Exemption to the Order Recording and Data Transmission Requirements

(a) The Exchange, for good cause shown after taking into consideration all relevant factors, may exempt
subject to specified terms and conditions, a member organization from the recording and order data
transmission requirements of Rules 7440 and 7450, respectively, for manual orders, if such exemption is
consistent with the protection of investors and the public interest, and the member organization meets the
following criteria:

(1) the member organization and current control affiliates and associated persons have not been
subject within the last five years to any final disciplinary action, and within the last ten years to any
disciplinary action involving fraud;

(2) the member organization has annual revenues of less than $2 million;

(3) the member organization does not conduct any market making activities in NMS stocks:

(4) the member organization does not execute principal transactions with its customers (with limited
exception for principal transactions executed pursuant to error corrections); and

(5) the member organization does not conduct clearing or carrying activities for other firms.

(b) An exemption provided pursuant to this Rule shall not exceed a period of two years. At or prior to the
expiration of a grant of exemptive relief under this Rule, a member organization meeting the criteria set forth
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in paragraph (a) above may request a subsequent exemption, which will be considered at the time of the
request consistent with the protection of investors and the public interest.

(c) This Rule shall be in effect until July 10, 2015.

*****

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  The definitions of "Program Trading" and "Index Arbitrage," previously in Exchange Rule 132B.10, are
now in Exchange Rule 7410.

2  See Securities Exchange Act Release No. 65523 (Oct. 7, 2011) (SR-NYSE-2011-49), filed
September 29, 2011, available at http://www.nyse.com/nysenotices/nyse/rulefilings/pdf?file_no=SR-
NYSE-2011-49&seqnum=1, and Securities Exchange Act Release No. 65524 (Oct. 7, 2011) (SR-
NYSEAmex-2011-74), filed October 5, 2011, available at http://www.nyse.com/nysenotices/nyseamex/
rule-filings/pdf?file_no=SR-NYSEAmex-2011-74&seqnum=1.

3  See Securities Exchange Act Release No. 64369 (Apr. 29, 2011), 76 FR 25399 (May 4, 2011) (SR-
FINRA-2011-021).

4  See NYSE Euronext Trader Updates dated September 7, 2011, available at https://usequities.nyx.com/
nyse/trader-updates/view/10119.

5  Although the new Rule states that submissions should be made to the "Exchange," pursuant to
Exchange Rule 0 references to the "Exchange" in new Rule 7410 mean FINRA. Therefore, all required
reporting under the new Rule should be made to FINRA.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

206

http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 11-27

Click to open document in a browser

September 30, 2011

   TO: ALL NYSE AND NYSE AMEX EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW RULE 80B CIRCUIT BREAKER LEVELS FOR FOURTH QUARTER 2011

EFFECTIVE October 1, 2011 through December 30, 2011

Rule 80B trading halts will be triggered when the Dow Jones Industrial Average (“DJIA”) declines below its
closing value on the previous trading day by:

1,100 points (Level 1)

2,250 points (Level 2)

3,350 points (Level 3)

NYSE and NYSE Amex Equities Rule 80B

Whenever a Rule 80B circuit breaker is in effect, trading in all stocks on NYSE and NYSE Amex Equities will
halt for the time periods specified below.

Level 1 Halt

• anytime before 2:00 p.m. - one hour;
• at or after 2:00 p.m. but before 2:30 p.m. - 30 minutes;
• at or after 2:30 p.m. - trading shall continue, unless there is a Level 2 Halt.

Level 2 Halt

• anytime before 1:00 p.m. - two hours;
• at or after 1:00 p.m. but before 2:00 p.m. - one hour;
• at or after 2:00 p.m. - trading shall halt and not resume for the rest of the day.

Level 3 Halt

• at any time - trading shall halt and not resume for the rest of the day.

A complete discussion of the calculation of trigger values for Rule 80B was published in NYSE Information
Memo No. 98-15, dated April 13, 1998.

Questions concerning this Information Memo should be directed to Patricia Bergholc, FINRA Market
Regulation, at (917) 281-3054, or David De Gregorio, NYSE Regulation, at (212) 656- 4166.

___________________________

NYSE Regulation, Inc

Attachment

NYSE and NYSE Amex
Equities Rule 80B

Effective through 12/30/11

Point Decline in DJIA:

Level 1 Before 2:00 p.m.
At or After 2:00 p.m.
but Before 2:30 p.m. At or After 2:30 p.m.
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1,100 1 hour 30 minutes No halt unless
reach Level 2

* * * * * * * * * *

Level 2 Before 1:00 p.m.
At or After 1:00 p.m.
but Before 2:00 p.m. At or After 2:00 p.m.

       

2,250 2 hours 1 hour Halt, and not resume
* * * * * * * * * *

Level 3
 

3,350 At any time: halt and not resume

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 11-26

Click to open document in a browser

September 14, 2011

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, CHIEF OPERATIONS OFFICER,
OPERATIONS PARTNER AND LEGAL AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: QUARTERLY EXPIRATION DAY- September 16, 2011

I. Purpose

Friday, September 16, 2011, will be a quarterly Expiration Day for stock and index options and futures
products whose settlement pricing is based upon New York Stock Exchange LLC (“NYSE”) and NYSE Amex
Equities LLC (“NYSE Amex”) (collectively, the “Exchanges”) opening or closing prices on that day. This
Information Memorandum reminds members and member organizations of certain NYSE and NYSE Amex
Equities rules and policies regarding opening imbalance publications, entry and cancellation of market-on-
close/limit-on-close (“MOC/LOC”) and closing offset (“CO”) orders, publication of on-the-close imbalances,
and printing the closing transaction.

II. Expiration Day Opening Imbalance Publication

Members and member organizations are reminded that the regular pre-opening procedures outlined in
Rules 15 (Pre-Opening Indications) and 123D (Openings and Halts in Trading) apply on the September 16
Expiration Day. Accordingly, Designated Market Makers (“DMMs”) should publish indications as promptly
as practicable but should be mindful of their additional obligations under Rule 123D to publish one or more
indications, under the supervision of a Floor Official, in situations where the opening price would be affected
by an imbalance of market and limit buy and sell orders in a security.

In the event that one or both of the Exchanges invokes its exemptive powers under Rule 48 (Exemptive
Relief - Extreme Market Volatility Condition), the terms of that rule would govern the obligation to publish pre-
opening indications.

III. NYSE and NYSE Amex Equities Rules and Policies Relating to the Close

A. MOC/LOC and CO Order Entry and Cancellation

Members and member organizations are reminded that the provisions of Rule 123C (Closing Procedures)
apply to the Close on the September 16 Expiration Day. While the Exchanges expect their systems to operate
normally on September 16, in the unlikely event of a systems interruption leading into or at the Close, the
Closing Procedures set out in Rule 123C would operate as if the Exchanges had declared a regulatory halt
in one or more securities. In the event that one or both of the Exchanges invoke its exemptive powers under
Rule 123C(9) (Closing Procedures - Extreme Order Imbalances at or Near the Close), the terms of that rule
would govern the handling of orders at the Close. See Section IV. D, below.

In connection with the entry of MOC/LOC and CO orders, members should pay particular attention to the
following:

• A “published imbalance” is an imbalance that has been disseminated to the Tape. An imbalance
announced verbally or physically posted at the panel is not considered to be a published imbalance.
See Section IV. B, below. The NYSE/NYSE Amex Order Imbalance Information product, a data
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feed of real-time order imbalances that accumulate prior to the opening and the closing of trading on
the Exchanges, does not constitute a “published imbalance.”

• Brokers and traders are reminded that, while they should enter orders as early in the day as
possible, all MOC/LOC orders (unless entered to offset a published imbalance) must be entered
by 3:45 p.m. Entering MOC/LOC orders early provides DMMs with the opportunity to more quickly
identify and disseminate potential order imbalances that might exist at the Close. This, in turn,
enables brokers and traders to more effectively identify potential offsetting customer interest
that could mitigate any imbalance. MOC/LOC and CO orders entered prior to 3:45 p.m. may be
canceled or reduced prior to that time for any reason.

• After 3:45 p.m. Exchange systems will accept only MOC/LOC orders that offset a published
imbalance. CO orders may be entered in any amount on either side of the market.

• Between 3:45 p.m. and 3:58 p.m., MOC/LOC and CO orders may be canceled or reduced in size

only to correct a legitimate error. 1   THIS APPLIES TO INSTANCES WHERE CANCEL/REPLACE
FUNCTIONALITY IS USED.

• Please note that FINRA will continue to closely monitor the cancellation of MOC/LOC and CO
orders.

• After 3:58 p.m., MOC/LOC and CO orders may not be cancelled or reduced in size for any reason
except in accordance with Rule 123C(9). See Section IV(D), below.

• In the event of a trading halt effective at 3:45 p.m. or later, MOC/LOC orders may be entered only to
offset a published imbalance. CO orders, however, may be entered in any amount on either side of
the market. See Rule 123C(2)(c).

B. Imbalance Publications 2 

Rule 123C(5) provides for the publication of order imbalances as described below. In addition, members
and member organizations may refer to the attached quick-reference page for a summary of the times and
requirements for imbalance publications. DMMs are reminded that erroneous imbalance publications must be
corrected as soon as practicable.

1. Informational Imbalance Publications between 3:00 p.m. and 3:45 p.m.

Between 3:00 p.m. and 3:45 p.m., DMMs are encouraged to issue Informational Imbalance Publications
of any size if they believe that there could be significant price dislocation at the Close. These publications
are informational only and do not limit MOC/LOC or CO order entry or cancellation before 3:45 p.m.
DMMs who wish to issue an Informational Imbalance Publication must obtain prior approval from a Floor
Official or qualified Exchange employee (see Rule 46.10) prior to issuance. Floor Official approvals to
issue Informational Imbalance Publications should be recorded in the Floor Official Request Tracking
Engine (“FORTÉ”). Members should state the proposed imbalance information and note any other relevant
information (e.g., average daily trading volume (“ADTV”), size, degree of impact) in connection with the
request.

2. Mandatory MOC/LOC Imbalance Publications at 3:45 p.m.

As soon as practicable after 3:45 p.m., any MOC/LOC imbalance of 50,000 shares or more for NYSE-listed
securities, and 25,000 shares or more for NYSE Amex Equities-listed securities, will be published by the
Exchange. Other significant imbalances of lesser size (e.g. less than 50,000/25,000 shares but significant
relative to the ADTV of a particular security) may be published by the DMM with Floor Official or qualified
Exchange employee approval. As with Informational Imbalance Publications, Floor Official approvals to issue
certain Mandatory MOC/LOC Imbalance Publications should be recorded in FORTÉ and members should
state the proposed imbalance information and note any other relevant information (e.g. ADTV, size, degree of
impact) in connection with the request.
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In addition, any Informational Imbalance Publication issued prior to 3:45 p.m. must be updated. An imbalance
of 50,000 shares (NYSE)/25,000 shares (NYSE Amex Equities), or more will be published. If there is an
imbalance of any lesser size that is significant relative to the ADTV of the stock, it may be published by
the DMM with Floor Official or qualified Exchange employee approval. If there is no such imbalance, a “no
imbalance” indication must be issued by the DMM.

3. Mandatory MOC/LOC Imbalance Publications after a Trading Halt

If a trading halt is in effect at 3:45 p.m. but is lifted prior to the Close, any MOC/LOC imbalance of 50,000
shares (NYSE), 25,000 shares (NYSE Amex Equities), or more will be published, and any imbalance of
lesser size if significant relative to the ADTV may be published by the DMM as soon as possible after trading
reopens, subject to prior Floor Official or qualified Exchange employee approval. If the trading halt is not lifted
before the Close, there will not be any imbalance publications.

4. Exchange Publication of Order Imbalance Information

In addition to the Informational Imbalance and Mandatory MOC/LOC Imbalance Publications described
above, the Exchanges also make available real-time Order Imbalance Information prior to the Close in
accordance with Rule 123C(6). These publications take place approximately every five (5) seconds between
3:45 p.m. and 4:00 p.m. The Order Imbalance Information publications use a reference price in order to
indicate how many shares would be needed to close the security at that price, including MOC, marketable
LOC and CO orders. (For more information on how the reference price is determined, see Rule 123C(6)(a)
(iii)). Beginning at 3:55 p.m., the Order Imbalance Information publications also include stop orders, d-Quotes

and all other e-Quotes containing pegging instructions eligible to participate in the closing transaction. 3 

As noted above, Order Imbalance Information publications are solely for informational purposes and off-
setting interest must not be submitted in response to Order Imbalance Information publications. Off-setting
MOC/LOC interest may be submitted only as described in this memo in response to a Mandatory MOC/LOC
Imbalance Publication issued at 3:45 p.m. or after a trading halt in accordance with Rule 123C(2).

C. Printing the Closing Transaction

1. Rules 116.40 and 123C(8)

DMMs are reminded that the closing transaction must be printed consistent with Rules 116.40 and 123C(8)

and must accurately reflect both the closing price and closing volume when printing the closing transaction. 4 

2. Verbal Interest and e-Quotes at the Close

DMMs should take all interest, including verbal, e-Quoted and Display Book interest, into account when
formulating the Close. Depending on whether it is marketable or not, verbal interest may be handled
differently than e-Quoted interest at the Close. Marketable verbal interest is included with all market and MOC
interest at the Close, while limited verbal interest and e-Quotes are on parity with limit orders. DMMs are
reminded that verbal interest from a Floor broker should be handled one of two ways: entered into GTM by
NYSE Floor Operations staff or into the crowd field of the Closing template by the DMM.

Pursuant to Rule 342, members and member organizations must ensure that they have adequate written
policies and procedures in place to detect, deter and prevent conduct inconsistent with the guidance set forth
above. Any member who believes that the above procedures have not been adhered to should report his or
her concern to the FINRA On-Floor Surveillance Unit.

3. Orders to Offset MOC/LOC Imbalances at the Close to Mitigate Price Disparity

Rule 902 (Off Hours Trading Orders) provides for entry of orders after the Close. Rule 902(a)(ii)(B) permits
DMMs to include in the calculation of the Close legitimate market interest that has agreed to offset all or part
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of any MOC imbalance that existed prior to the Close at 4:00 p.m. The DMM's use of this offsetting interest
to minimize significant price dislocation on the Close will result in a closing-price coupled order between the
DMM and member, member organization or customer. If the member, member organization or customer
agrees, the DMM may include this interest in offsetting an imbalance when setting the closing price and
increase DMM participation in the closing print to the extent of the new contra interest. In this way the DMM
will liquidate or cover the related dealer position, and the member, member organization or customer will
acquire the position. Such closing-price coupled orders are executed at the Ramp.

It is important to note that Rule 902 may not be relied on for the entry of an order after the Close when there
is no MOC/LOC imbalance or when the imbalance would not result in volatility and/or price dislocation. In
addition, it cannot be used if the Close has already been printed.

D. Extreme Order Imbalances at or Near the Close

In order to avoid significant dislocation in the closing price that may result from an order entered or
represented at or near the Close, Rule 123C(9) permits the Exchange, on a security-by-security basis,
to temporarily suspend the hours of operation under Rule 52 so that offsetting interest may be solicited
from both on-Floor and off-Floor participants and entered to reduce the size of the imbalance. Extensions
of trading under Rule 123C(9) may be designated by the Exchange for a specific time period up to 30
minutes after the scheduled close. Off-setting interest is solicited using Exchange Trader Updates as well
as messages sent directly to Floor broker hand-held devices. These Exchange issued solicitation requests
include information regarding security symbol, the imbalance amount and side, the last sale price, and a
designated order acceptance cutoff time (generally five minutes from the issuance of the solicitation request).
Offsetting interest submitted in response to an Exchange-issued solicitation request must be a limit order
priced no worse than the last sale, irrevocable and entered no later than the order acceptance cut-off time
indicated in the solicitation request. Exchange systems will accept interest entered electronically after 4:00
p.m. only if Rule 123C9(a)(1) is invoked.

Exchange systems will not verify side or price, and will not block post-4:00 p.m. cancellation of interest
submitted under this rule. Therefore, member and member organizations entering such interest are
responsible for ensuring compliance with the rule, such that the only interest that may be entered in
response to such a solicitation request is: (i) offsetting; (ii) a limit order priced no worse than the last sale
price; and (iii) not cancelled. Failure to comply with these requirements for entering electronic interest in
response to a solicitation request is a violation of Exchange rules and may result in disciplinary action.
See Information Memoranda 09-20 (May 5, 2009), InfoMemo: 09-20 http://www.nyse.com/nysenotices/
nyse/informationmemos/pdf?memo_id=09-20 and 10-52 (December 22, 2010), InfoMemo: 10-52 http://
www.nyse.com/nysenotices/nyse/information-memos/pdf?memo_id=10-52.

Rule 123C(9) also permits temporary suspension of the prohibition on the cancellation or reduction of a MOC/
LOC order after 3:58 p.m. where there is a legitimate error in such an order and the execution of the order
would cause significant price dislocation at the Close.

Only the DMM assigned to a particular affected security may request relief under Rule 123C(9). A request
for relief under Rule 123C(9) must be approved and supervised by an Executive Floor Governor or qualified
NYSE Euronext employee and supervised by a qualified Exchange officer, as defined in Rule 48(d). All Rule
123C(9)-related approvals should be recorded in FORTÉ.

IV. Adequacy of Operations and Supervisory Staff

All members and member organizations, including DMMs, should ensure that both operational and
supervisory staffing on and around the September 16 Expiration Day will be sufficient to monitor and process
all orders, regardless of the form in which they are received, as well as to handle the anticipated increased
workload. All members and member organizations should also review their systems to ensure that they have
adequate capacity to handle the expected increase in volume. For example, DMM firms should review their
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DMM Unit algorithm to ensure that they meet their obligations to maintain a fair and orderly market. DMMs
are reminded to seek the advice of a Floor Official regarding any unusual situations as quickly as possible.

V. Supervision

A. Review of Policies and Procedures

In view of increased automated order delivery, e-Quoting and automatic execution, members and member
organizations should carefully review their procedures as well as their supervisory systems for handling
orders in connection with the September 16 Expiration Day. Specifically, members and member organizations
should review their practices for handling orders at or near the Close. Reviews should include both manual
orders and those handled systemically, such as orders that are handled by a computer algorithm. In addition,
members and member organizations should take all necessary steps to ensure that the relevant trading and
back-office staffs are familiar with firm procedures for handling orders at or near the Close. Members and
member organizations should also be mindful of the guidance issued in Information Memo 0922 (May 28,
2009), I nfoMemo: 09-22 http://www.nyse.com/nysenotices/nyse/informationmemos/pdf?memo_id=09-22
(linked and attached) regarding procedures for escalating and addressing inquiries arising from real-time
regulatory or trading issues.

In addition, members and member organizations are reminded of their obligation to have adequate
systems and controls relating to the use of firm systems by correspondents or others. Please consult NYSE
Information Memos 02-48 (November 7, 2002), InfoMemo: 02-48 http://www.nyse.com/nysenotices/nyse/
information-memos/pdf?memo_id=02-48 and 07-60 (June 29, 2007), InfoMemo: 07-60 http://www.nyse.com/
nysenotices/nyse/informationmemos/pdf?memo_id=07-60 (both linked and attached) for more information.

B. Adequacy of Compliance Program

Members and member organizations are also reminded to ensure that they have a robust compliance
program that includes adequate written policies, procedures and supervisory controls to monitor for
compliance with Rule 123C and the guidance contained in this Information Memo. Policies and procedures
must be adequate to ensure that all procedures related to MOC/LOC orders are appropriately followed, and to
detect and deter any actions that may violate NYSE, NYSE Amex and/or SEC rules.

C. Due Diligence Requirements

Consistent with the requirements of Rule 405, before any at-the-close order is transmitted to the Floor the
member or member organization accepting the order must exercise due diligence to learn the essential
facts relative to the order, including the purpose and propriety of the at-the-close instruction. In addition, an
imbalance of orders at or near the Close, caused in part by the entry of such orders, could lead to trading
being halted in the security and such orders not receiving an execution.

D. Supervision to Prevent Improperly Affecting the Close

Members and member organizations must also ensure that their activity does not have the effect of artificially
impacting the closing price. Firms should review procedures utilized in connection with orders to be executed
at or near the Close with their traders and other order-entry personnel. Firms should also review systemic
order-entry functions (e.g., algorithms or “smart servers”) for compliance with the NYSE and NYSE Amex
Equities rules and the provisions of this Information Memorandum. Firms should also review the provisions
of NYSE Information Memo 95-28 (July 10, 1995), InfoMemo: 95-28 http://www.nyse.com/nysenotices/nyse/
information-memos/pdf?memo_id=95-28 (linked and attached), which discusses trading near the Close and
activity that would constitute violations of NYSE and NYSE Amex Equities rules, as well as federal securities
laws.

In that connection, members and member organizations are reminded that, where a firm has committed to
purchase from (sell to) a customer at a price that is derived from the closing price (e.g., MOC orders) while

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

213

http://researchhelp.cch.com/License_Agreement.htm


also reserving a significant position of its hedging or covering transaction to be executed at or near the Close,
they must operate with substantial care. If the transaction is completed in a manner that does not effectively
place the firm at market risk or if the transaction does not provide an opportunity for possible contra side
interest to develop and/or react to the activity, it would raise manipulative concerns and would operate as
conduct inconsistent with just and equitable principles of trade.

E. Compliance with Federal Securities Laws and Rules

In addition to complying with NYSE and NYSE Amex Equities rules and policies, members and member
organizations should review all other applicable federal securities laws and regulations, including Section 9(a)
(2) of the Securities Exchange Act, Regulation SHO and Rule 10b-5, as well as the margin and capital rules.
Firms must ensure that they have written policies, procedures, and supervisory controls reasonably designed
to detect and deter potentially violative conduct.

VI. Staff Contacts

Regulatory questions relating to this Information Memo should be addressed to:

• Patricia Bergholc, Director, FINRA Market Regulation, 917.281.3054; or
• Michael Fryer, Director, FINRA Market Regulation, 917.281.3071; or
• John Saxton, Director, FINRA Market Regulation, 917.281.3114.

Questions regarding the NYSE and NYSE Amex Equities Rules cited in this notice should be addressed to:

• Clare Saperstein, Vice President, NYSE Regulation, Inc., 212.656.2355; or
• David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166.

Operations questions concerning this memorandum may be addressed to the following:

• Paul Bauccio, Senior Vice President, Operations, 212.656.2929; or
• Dennis Pallotta, Director, Operations, 212.656.5236; or
• Sonia Rosa, Managing Director, Operations, 212.656.2899.

Questions may also be directed to the FINRA On-Floor Surveillance Unit via the White Phone or in person at
the Unit's Booth on the Floor.

___________________________

NYSE Regulation, Inc

NYSE/NYSE Amex Equities Close

• MOC/LOC entry

- Must be entered by 3:45 pm, unless offsetting a published imbalance.
- Must be entered electronically.

• Cancellation of MOC/LOCs

- Can be cancelled after 3:45 pm only in cases of legitimate error.
- Cannot be cancelled after 3:58 pm, even if legitimate error. *

• MOC/LOC Publication

- One Regulatory MOC/LOC publication at 3:45, done systemically
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• Closing Offset (”CO”) Order - New Order Type

- Can be entered on either side of the market, at any time during the day.
- Can be used to offset any imbalance at the Close.
- Not guaranteed to participate; may participate only to offset imbalance if no other interest
is remaining to trade at the closing price on the same side of the CO order.
- Cannot swing balance to other side.
- Time priority basis with other CO orders on the same side of the market.
- Not included in the mandatory MOC/LOC imbalance publication.
- Subject to the same restrictions on cancelling as MOC/LOC orders, i.e., cannot be
cancelled after 3:58 pm, even if legitimate error *

• Order Imbalance Data feeds (Proprietary Data product) to all customers (upstairs and Floor)

- Every 5 seconds beginning at 3:45
- Compiled using:

• Reference price
• MOC/LOC imbalance and the side of the market
• At 3:55, d-Quotes and all other e-Quotes containing pegging instructions eligible

to participate on the Close
• MOC/LOC paired quantity at reference price
• CO orders on the opposite side
• At-price LOC interest eligible to offset the imbalance.

- Two new data fields -
• Price at which closing-only interest (MOC orders, marketable LOC orders and

CO orders on the opposite side of the imbalance) will execute in full
• Price where all orders eligible to trade on the Close would execute against

themselves and orders on DBK.
• d-Quote entry for closing transactions must be entered by 3:59:50.*

* Except as provided in Rule 123C(9)(a)

Information Memo

Member Firm Regulation

New York Stock Exchange, Inc.

20 Broad Street

New York, NY 1005

NYSE

Number 02-48

November 7, 2002

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, CHIEF OPERATIONS OFFICER,
INTERNAL AUDIT, COMPLIANCE, LEGAL AND TRADING DEPARTMENTS

TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ELECTRONIC TRANSMISSION OF ORDERS
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Recently there have been a number of instances where members or member organizations have submitted
orders to the Exchange in error via electronic order entry systems. These errors were the result of human
error or defective commercial or proprietary software systems used to submit DOT Orders to SIAC. The two
primary causes of the error transmissions were: (1) transmitting orders containing an incorrect quantity of
shares; and (2) inadvertently releasing files containing orders transmitted the previous day.

The purpose of this memo is to emphasize to members and member organizations their responsibilities
when utilizing electronic order routing systems. Please also see Information Memos Nos. 92-43, dated
December 29, 1992, 92-15, dated May 28, 1992, and 89-6, dated January 25, 1989. Members and
member organizations are reminded of the regulatory requirements (internal control and written supervisory
procedures) and business practices (Know Your Customer) that must be adhered to when electronic order
entry systems are used.

SYSTEM CONTROLS MANDATORY

While electronic order entry systems can enhance members' or member organizations' ability to route and
execute orders, errors resulting from their use can result in increased market volatility and significant financial
risk and exposure to members and member organizations. Accordingly, all electronic order entry systems
must have written internal control and supervisory procedures, regardless of whether the member or member
organization is utilizing its own proprietary system or that of an outside vendor.

Electronic order entry systems, should, at a minimum, incorporate the following features: 1) controls that limit
use of the system to authorized persons/parties, 2) checks for validation of order accuracy, 3) established
limits and/or order prohibitors, to prevent orders exceeding preset credit and order size parameters from
being transmitted for execution, and 4) controls that monitor for duplication/retransmission of orders
previously transmitted for execution. When members or member organizations use a vendor's order entry
system, it is incumbent upon the member or member organization to ensure that the system has the requisite
controls in place and that the vendor's system complies with all Exchange audit trail requirements, including
Front End Systemic Capture (“FESC”) as required by Rule 123(e).

PROBLEMS RESULTING FROM SYSTEMS MAINTENANCE

Several of the recent errors occurred as the direct result of systems maintenance. Members and member
organizations must ensure that when software maintenance is being performed on their own electronic
order entry systems that safeguards are in place to prevent the inadvertent disabling of such systems or any
automated messaging systems that are used to alert firms as to problems with their order entry systems.
Further, such systems should be separated so that when maintenance is performed on one system it does
not impact or disable the other system. Similarly, members and member organizations are responsible to
ensure that such safeguards are in place for order entry systems of vendors or otherwise provided to or
utilized by correspondents and other third parties.

IMPROPER TESTING OF SYSTEMS PROHIBITED

The Exchange has recently become aware of instances where members and member organizations test their
systems' connectivity to the Exchange's systems by sending what purports to be an actual order, but one not
executable because of its terms (for example, sending an order to buy or sell 100 shares of a stock at $1,
when the stock is trading well outside that price), and immediately sending a cancellation of the order.

Any test of a member's or member organization's system connectivity to the Exchange must be performed
using the appropriate established testing procedures. Test messages should be clearly denoted as such and
should not be sent in the guise of an actual order.

PERMITTING USE BY CORRESPONDENTS AND OTHERS
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Before a member or member organization grants correspondents or other parties, pursuant to carrying,
clearing or other arrangements, access to its (or a vendor's) electronic order routing system, it must ensure
that reasonable written control and supervisory procedures (that must include at a minimum the four features
enumerated under the subhead “System Controls Mandatory” on page one of this Memo) are in place, and
must obtain and maintain as part of its books and records a copy of such correspondent's written control
procedures as well as a written undertaking from the correspondent that it will abide by such procedures. In
addition, the correspondent must provide the member or member organization with written notification of any
significant changes to such procedures. As an alternative, the carrying or clearing member organization itself
may establish the procedures by which a correspondent must abide and must obtain a written undertaking
from the correspondent that it will comply with such written procedures.

A member or member organization can also satisfy this requirement by using an electronic screen i.e., built-in
system checks, such as preset size and/or dollar limits, in its electronic order entry system.

DUE DILIGENCE OBLIGATIONS

Members and member organizations are also reminded of the requirements of Exchange Rule 405
(“Diligence as to Accounts”) also referred to as the “Know Your Customer” Rule, which provides, in part, that
members and member organizations must learn the essential facts relative to every customer and order. The
Rule's requirements are imposed on every customer order, regardless of the method or system used for their
receipt and transmission, including those routed via electronic trading systems.

Questions regarding this memo may be directed to your Finance Coordinator at the Exchange.

___________________________

Salvatore Pallante

Executive Vice President

Attachments

Information Memo

Market Surveillance

NYSE Regulation

NYSE Regulation, Inc. | 11 Wall Street

New York, NY 10005

nyse.com

Number 07-60

June 29, 2007

ATTENTION: CHIEF EXECUTIVE OFFICER, CHIEF OPERATIONS OFFICER, LEGAL AND COMPLIANCE
DEPARTMENTS

TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ODD-LOT ORDER REQUIREMENTS

*** Please Show to Your Compliance Officer ***

I. Purpose
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The purpose of this Information Memo is to remind all members and member organizations of the NYSE
requirements governing use of the odd-lot system remain in effect and that odd-lot order activity must comply
with these requirements. Firms are warned that use of the odd-lot system in ways that are inconsistent with
traditional odd-lot investment activity is prohibited and violations will be pursued by the relevant regulatory
authority, including NYSE Regulation.

II. Background

The NYSE odd-lot system is intended to afford customers of members and member organizations an
inexpensive and efficient order execution system compatible with traditional odd-lot investing practices of
smaller individual, retail investors. NYSE Rules 124 and 411(b) set forth procedures and requirements for
the proper execution and processing of odd-lot orders. From the inception of the NYSE odd-lot system, the
NYSE has required that the odd-lot system not be used as a professional trading vehicle, except as otherwise
provided in this Memo. For purposes of this Memo, a professional trading vehicle includes trading strategies
by professionals that would result in more than an incidental use of the odd-lot system.

III. Odd-Lot Order Handling and Prohibited Trading Practices

Use of the odd-lot system in ways that are inconsistent with traditional odd-lot investment activity or order
entry practices that are intended to circumvent the round lot market constitute abuses of the odd-lot system
and are prohibited. For example, members and member organizations are not permitted to engage in the
following conduct:

• Unbundling market or limit round-lots for the purpose of entering odd-lot orders in comparable
amounts;

• Failing to aggregate odd-lot orders into round-lots when such orders are for the same account or for
various accounts in which there is a common monetary interest/beneficial ownership interest (note
that the requirement to aggregate such orders applies to both market and limit orders);

• Entering both buy and sell odd-lot limit orders in the same stock before one of the orders is
executed, for the purpose of capturing the “spread” in the stock;

• Effecting prearranged or wash sales in odd-lots, which are trades in which an offer to buy is coupled
with an offer to sell back at the same or an advanced price (or the reverse). These trades are
violative because they are not actually exposed to the risk of the market. Whether a transaction
presents “market risk” is a facts and circumstances determination. As a general matter, however, in
order to be considered at the risk of the market, at the time of the first transaction there can be no
guarantee or assurance of the price of the second transaction. In addition, the time period between
the two transactions would not of itself determine whether the trading had been effected at the risk
of the market. Rather, such factors as the liquidity of the security and volume must be considered.
Prearranged or wash sales in odd-lots or partial round lots ( “PRLs”) should not be used to create
a false or misleading appearance of more actual or apparent active trading in such security. Such
activity would violate SEC and NYSE anti-manipulation and anti-fraud rules, and other NYSE rules
including but not limited to just and equitable principals of trade and good business practices.

• Effecting prearranged or wash sales in the round-lot portion of a PRL for the purpose of effecting an
execution of the odd-lot portion of the PRL with no market risk and at a more favorable price than
market conditions would have otherwise permitted. For example, when the quote in XYZ is .05 - .15,
a customer simultaneously bids .06 for 199 shares and offers 100 shares at .06. This would cause
100 shares to execute at .06 (this would be a prohibited wash sale), which would in turn force the
specialist to sell to the customer the remaining 99 shares at .06, thereby generating a riskless odd-
lot trade at a better price for the odd-lot than the market at the time would have provided.

• Other types of trading activity in odd-lot orders or in PRLs that is not consistent with traditional odd-
lot investment activity, including index arbitrage, certain types of program trading, security classes
not usually involved in program trading (e.g., REITs, certain narrowly based structure products,
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etc.), or any pattern of activity that would suggest day trading or is otherwise clearly suspicious
because it is inconsistent with traditional odd-lot investment activity.

It is also prohibited to enter a round-lot order to create a favorable execution price for odd-lot market or limit
orders pending execution in the odd-lot system.

Odd-lot limit orders may be entered as part of a program trade, provided such orders in the aggregate
constitute a relatively small part of the overall program. For example, the NYSE would consider a program
consisting primarily of odd-lot orders to be presumptively violative of NYSE Rules and policies since the use
of the odd-lot system would not be a “relatively small part” of the overall program.

In determining whether trading involving odd-lots is violative, NYSE Regulation will consider, among other
factors, whether a strategy appears to intentionally utilize odd-lots for the purpose of accessing volume that
would not be available in the round-lot market. Accordingly, NYSE Regulation will consider whether a strategy
appears to be contingent on the use of odd-lots as opposed to round-lots, or seems to be structured in terms
of the size or timing of the orders so that an inappropriate large number of odd-lot orders results. The conduct
described above, in addition to the above cited rules, constitutes conduct inconsistent with just and equitable
principles of trade and possible violations of federal securities laws and will result in disciplinary action by
NYSE Regulation.

IV. Supervision

a. Supervision of Sponsored Participants

Members and member organizations must establish and enforce appropriate internal systems and controls to
monitor odd-lot activity by customers, whether the order is entered by the firm or whether the order is entered
by the customer directly using the firm's electronic order routing systems. Before granting access to its (or a
vendor's) electronic order routing system to correspondents or other parties pursuant to carrying, clearing, or
other arrangements, the member or member organization must assure that that such correspondents or other
sponsored participants has adequate policies and procedures, written controls and supervisory procedures,
and surveillances in place that are reasonably designed to detect improper activity and enforce compliance
with SEC and NYSE rules. Member firms' supervisory systems must be designed to assure compliance with
NYSE and SEC rules, and to monitor for inappropriate and manipulative conduct by their customers. At a very
minimum, NYSE Regulation expects member firms to have policies, procedures, systems and controls, and
surveillances to contemporaneously detect and deter the violations of NYSE and SEC rules, including but not
limited to, the practices outlined above.

In this regard, members and member organizations are reminded that in addition to their regular supervisory
duties under NYSE Rule 342, they also have an obligation under NYSE Rule 405 (the so-called “Know Your
Customer” rule), to use due diligence to learn the essential facts relative to every customer and every order.
The Rule's requirements apply to every customer order routed through electronic trading systems, including
the NYSE's odd-lot order service. For further information on requirements for electronic transmission of
orders, please refer to Information Memo 02-48.

Members and member organizations are responsible for all order activity effected through the use of their
own or their vendors' electronic order routing systems. Firms who fail to adequately monitor for compliance by
their customers may be subject to formal disciplinary action, including fines or the suspension or termination
of its ability to enter odd lot orders or sponsor customers entering odd lot orders over its electronic order

routing systems or other regulatory sanction as appropriate. 1 

b. Books and Records

All members and member organizations are reminded of their continuing obligation to accurately record
account type information in their audit trail reporting in accordance with NYSE Rule 130(d), and should be
aware that their obligation to provide accurate account type information in reporting program trading extends
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to the incidental odd-lot portions of a program; failure to properly provide account type information may result
in disciplinary action against the firm. Therefore, members are advised to be especially diligent in their efforts
to ensure the accuracy of program trading-related audit trail information.

V. NYSE Regulation Staff Contacts

Questions concerning this Information Memo should be addressed to:

Clare F. Saperstein, Principal Rule Counsel, Market Surveillance, at (212) 656-2355

Douglas Witter, Senior Special Counsel, Market Surveillance, at (212) 656-4875

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
Booth in the EBR. Questions that are not time sensitive may also be submitted to Ask Market Surveillance.
(For information about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3, which
was issued on January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Information Memo

Nyse Regulation, Inc

NYSE Regulation, Inc. | 20 Broad Street

New York, NY 10005

nyse.com

NYSE Regulation

Number 09-20

May 5, 2009

TO: NYSE AND NYSE AMEX EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENT TO RULE 123C TO ADD TEMPORARY RULE SUSPENSIONS FOR AN
EXTREME ORDER IMBALANCE AT THE CLOSE

I. Purpose

The purpose of this Information Memo is advise members and member organizations that the New York
Stock Exchange, LLC (“NYSE”) and NYSE Amex, LLC (“NYSE Amex”) (collectively, the “Exchanges”)
have amended Rule 123C to provide the Exchanges with the ability to temporary suspend certain rule

requirements relating to the closing of securities at the Exchanges. 1   These amendments delete the
temporary provisions of Rule 48(b) relating to an extreme market volatility condition at the close, which was
were added in October 2008, as previously discussed in Information Memo 08-48 (Oct. 3, 2008), and adopt
them as Rule 123C(8). Rule 123C(8)(a)(1) has been adopted as a six-month pilot and the remainder of Rule
123C(8) has been adopted on a permanent basis.

II. Background
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In October 2008, the NYSE amended Rule 48 to include the close of trading as a time when a qualified
Exchange officer would be permitted to declare an extreme market volatility condition. In such event, the
Exchange would temporarily suspend NYSE Rules 52 (Hours of Operation) and 123C(1) and (2) (Market on
the Close Policy and Expiration Policy), provided that certain requirements were met. Those amendments to
Rule 48 were temporary. When NYSE Amex relocated its equities operations to facilities and systems at 11
Wall Street, NYSE Amex Equities Rule 48, which is virtually identical to NYSE Rule 48, became operative for
NYSE Amex-traded equities securities.

III. Amendments to Rule 123C

The Exchanges have adopted the temporary amendments to Rule 48 by deleting those provisions from Rule
48 and moving them to Rule 123C, some on a permanent basis and some on a pilot basis. As part of the
amendments to Rule 123C, the Exchanges modified certain terms of the temporary suspensions and codified
certain practices for entry of orders after 4:00 p.m. Because the temporary suspensions are now governed by
Rule 123C, the Exchanges no longer need to declare a Floor-wide extreme market volatility condition at the
close before granting such relief and may grant such requests for relief, if warranted, on a security-by-security
basis. Such a temporary suspension is available to avoid, as appropriate, a closing price dislocation that may
result from extreme order imbalances at or near the close.

A. Rule 123C(8)(a)(1): Entering Offsetting Interest after 4:00 p.m.

Pilot Rule 123C(8)(a)(1) provides that the Exchanges may temporarily suspend Rule 52 on a security-by-
security basis so that interest may be solicited - including interest that may not have been present prior
to 4:00 p.m. - to offset any imbalance that may exist as of 4:00 p.m. (or earlier, in the case of an earlier
scheduled close). In connection with such solicitation requests:

• Interest must be solicited solely to offset any imbalance in a security that may exist as of 4:00 p.m.;
• The Exchanges will solicit such offsetting interest from both on-Floor and off-Floor participants

using NYSE Trader Updates and messages directed to Floor brokers' hand-held device and BBSS
screens;

• Exchange-issued solicitation requests will include information regarding security symbol, the
imbalance amount and side, the last sale price, and an order acceptance cut-off time designated by
the Exchange. The order acceptance cut-off time will generally be five minutes from the issuance of
the solicitation request. In no event will the Exchanges accept offsetting interest after 4:30 p.m.; and

• Offsetting interest represented at the trading post in response to a solicitation request must be a
limit order priced no worse than the last sale, irrevocable, and represented by a Floor broker by no
later than the order acceptance cut-off time indicated in the solicitation request.

When closing a security subject to a Rule 52 temporary suspension, the DMM will not accept offsetting
interest after the order acceptance cut-off time. The DMM may close the security earlier than the order
acceptance cut-off time if the DMM receives offsetting interest that pairs off the imbalance so that the closing
price would be reasonably contiguous to the last sale price, i.e., a price point within cents of the last sale price
that would not be considered a dislocating closing price as compared to the last sale price during a regular
auction closing process. All interest included in the closing transaction will receive an allocation consistent
with the current parity model.

Any offsetting interest entered after 4:00 p.m. during a temporary suspension of Rule 52 must also be entered
into the Front End Systemic Capture database (“FESC”), as required by Rule 123(e). Because such interest
may not have been known until after 4:00 p.m., a Floor broker may represent such offsetting interest after
4:00 p.m. without first entering the details of the order into FESC, as required by Rule 123, so long as such
orders are entered into FESC on an “as of” basis immediately following execution of the order.

Rule 123C(8)(a)(1) has been approved as a six-month pilot starting April 13, 2009.
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B. Rule 123C(8)(a)(2): Canceling MOC/LOC Legitimate Errors after 3:50 p.m.

Pursuant to Rule 123C(8)(a)(2), the Exchanges may temporarily suspend the restriction on canceling market-
on-close (“MOC”) and limit-on-close (“LOC”) orders after 3:50 p.m. on an order-by-order basis. Rules 123C(1)
and (2) provide that MOC and LOC orders cannot be canceled or reduced after 3:50 p.m. even if such
orders are legitimate errors. The amendments provide that if an erroneous MOC or LOC order would cause
significant price dislocation in the close, the Exchanges may consider temporarily suspending that restriction
on canceling or reducing an MOC/LOC order that is a legitimate error. For an MOC/LOC order that is a
legitimate error, but that would not have a significant impact on the closing price, the entering firm could not
take advantage of the temporary suspension. If it is determined that such an erroneous MOC/LOC order
would significantly dislocate the close, the Exchanges may grant a temporary suspension of Rule 123C(1) or
(2) so that such order can be cancelled or reduced at any time up until that particular security has closed.

C. Rule 123C(8)(b): Procedures for Granting Temporary Suspension of Rules

Only the DMM in a particular security may request the relief available under Rule 123C(8)(a) to temporarily
suspend either Rule 52 or Rule 123C(1) or (2). A determination to declare such a temporary suspension
on a security-by-security basis may be made after 4:00 p.m. (or earlier, in the case of an earlier scheduled
close). The determination to grant a temporary suspension under Rule 123C(8)(a), the entry or cancellation of
orders, and the closing of a security under that Rule must be supervised and approved by either an Executive
Floor Governor or a qualified NYSE Euronext employee, as defined under Rule 46(b)(v), and supervised by a
qualified Exchange Officer, as defined in NYSE Rule 48(d). Such requests should be memorialized on a Floor

Official Approval form. 2 

When determining whether to approve a temporary suspension under Rule 123C(8)(a), factors that may be
considered include, but are not limited to, when the order(s) that impacted the imbalance were entered into
Exchange systems or orally represented to the DMM, the impact of such order(s) on the closing price of that
security, the volatility of the security during the trading session, and the ability of the DMM to commit capital to
dampen the price dislocation.

IV. Supervision

Member organizations are reminded that they must have adequate written policies, procedures, and
supervisory controls reasonably designed to comply with Rule 123C(8), as described in this Memorandum.
Failure to have adequate written policies and procedures in place or to have an adequate supervisory system
in place may result in disciplinary action.

V. Staff Contacts

Questions regarding Rule 123C(8) should be directed to NYSE staff as follows.

Operational questions should be directed to:

Paul Bauccio, Vice President, Floor Operations, at (212) 656-2929

Regulatory questions should be directed to:

Clare Saperstein, Managing Director, Office of General Counsel, NYSE Regulation, at (212) 656-2355

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
Booth adjacent to the Main Room. Questions that are not time sensitive may also be submitted to Ask Market
Surveillance. (For information about the Ask Market Surveillance system, refer to Information Memo 2006-3,
which was issued on January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

Claudia Crowley
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Senior Vice President & Chief Of Staff

NYSE Regulation

Information Memo

Market Surveillance

NYSE Regulation, Inc. | 11 Wall Street

New York, NY 10005

nyse.com

NYSE Regulation

Number 09-22

May 28, 2009

ATTENTION: COMPLIANCE AND LEGAL DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Procedures for Escalating and Addressing Inquiries Arising from Real-Time Regulatory or Trading
Issues

The purpose of this Information Memo is to remind all members and member organizations that they should
have a process in place to enable timely response to and resolution of inquiries from their employees or
NYSE Regulation, Inc. (“NYSE Regulation”) regarding real-time regulatory matters or trading activities on
the Floor or through NYSE systems. Such a process is mandated by Rule 342 which requires adequate
procedures for supervision and control of business activities, including a separate system of follow-up and
review, designed to achieve compliance with applicable rules and federal securities laws.

There have been recent instances in which Market Surveillance and/or member organization employees
have attempted to contact member organizations with respect to various regulatory issues but the member
organization was unable to promptly respond, and the matter could not therefore be resolved in a timely
fashion. The types of matters that require prompt escalation and attention include, but are not limited to,
account intrusion activity, unusually large orders that could have been submitted in error, unusual trading that
could be the result of aberrational algorithmic activity, potentially violative odd-lot transactions, or potentially
fraudulent or manipulative trading.

While it is important to maintain information barriers and confidentiality requirements, it is also necessary
that member organizations be able to quickly respond to real-time regulatory or trading issues in order to
maintain a fair and orderly market. NYSE Regulation recognizes that member organizations need to have
in place appropriate information barriers under applicable rules and federal securities laws and that such
information barriers may implicate the sharing of information within a business unit in a member organization.
To that end, member organizations should have policies and procedures that retain information barriers
while providing for the prompt escalation, review, and resolution of all real-time trading issues by legal and
compliance staff. Risk managers, compliance officers, and/or other appropriate individuals within a business
unit should have access to necessary information (live order information, position information, etc.) and
necessary areas at the member organization in order to resolve such inquiries. The responsible individual(s)
should also be sufficiently supported in resolving these inquiries.

The identity (name, title, and location) and contact information (telephone numbers, email address, etc.)
for each individual designated pursuant to the member organization's policies and procedures for response
to real-time trading issues should be provided to all applicable member organization employees. At the
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member organization's discretion, this contact information may also be provided to Market Surveillance, via
the Electronic Filing Platform.

Member organizations should update this contact information on a rolling basis. Also, policies and procedures
should provide a mechanism for NYSE Regulation personnel to have prompt access to the designated
individual(s) regarding any such inquiries.

In addition, for any regulatory questions relating to real-time trading activities on the Floor or through
NYSE systems, member organizations may contact Patricia Bergholc, Director, Market Surveillance, (212)
656-4948, pbergholc@nyx.com.

Staff Contacts

Questions regarding this Information Memo should be directed to Jean O'Rourke, Director, Market
Surveillance, (212) 656-6007, jorourke@nyx.com, or Peter Bon Viso, Senior Counsel, Market Surveillance,
(212) 656-5621, pbonviso@nyx.com.

___________________________

John F. Malitzis

Executive Vice President

Market Surveillance

Information Memo

NYSE Regulation, Inc

NYSE Regulation, Inc. | 20 Broad Street

New York, NY 10005

nyse.com

NYSE Regulation

Number 10-52

December 22, 2010

TO: NYSE AND NYSE AMEX EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENT TO RULE 123C(9)(a)(1): ELECTRONIC INTEREST ACCEPTED AFTER 4:00 PM
TO OFFSET EXTREME IMBALANCE AT CLOSE

I. Purpose

The purpose of this Information Memo is to advise members and member organizations that the New York
Stock Exchange, LLC (“NYSE”) and NYSE Amex, LLC (“NYSE Amex”) (collectively, the “Exchanges”)
have filed to amend Rule 123C(9)(a)(1) to provide that if the Exchanges temporarily suspend the hours of
trading in order to solicit interest after 4:00 p.m. to offset an extreme order imbalance at the close, member
organizations can now enter interest electronically in response to such a solicitation. This rule change and
related system change will be effective January 3, 2011.

II. Background
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In 2009, the Exchanges adopted, on a pilot basis, Rule 123C(8)(a)(1) (now Rule 123C(9)(a)(1)), which
provides that the Exchanges may temporarily suspend Rule 52 on a security-by- security basis so that
interest may be solicited - including interest that may not have been present prior to 4:00 p.m. - to offset any
imbalance that may exist as of 4:00 p.m. (or earlier, in the case of an earlier scheduled close). As set forth in
Information Memo 09-20 (May 5, 2009), in connection with such solicitation requests:

• Interest may be solicited solely to offset any imbalance in a security that may exist as of 4:00 p.m.;
• The Exchanges will solicit such offsetting interest from both on-Floor and off-Floor participants

using NYSE Trader Updates and messages directed to Floor brokers' hand-held device and BBSS
screens;

• Exchange-issued solicitation requests will include information regarding security symbol, the
imbalance amount and side, the last sale price, and an order acceptance cut-off time designated by
the Exchange. The order acceptance cut-off time will generally be five minutes from the issuance of
the solicitation request. In no event will the Exchanges accept offsetting interest after 4:30 p.m.; and

• Offsetting interest represented at the trading post in response to a solicitation request must be a
limit order priced no worse than the last sale, irrevocable, and represented by a Floor broker by no
later than the order acceptance cut-off time indicated in the solicitation request.

III. System and Rule Changes to Accept Electronic Interest After 4:00 p.m.

Beginning January 3, 2011, if the Exchange publishes a solicitation request pursuant to Rule 123C(9)(a)
(1), Exchange systems will be able accept interest entered electronically after 4:00 p.m. This after-hours
electronic order acceptance will be available only if Rule 123C9(a)(1) is invoked.

In connection with this systems change, the Exchanges have amended Rule 123C(9)(a)(1)(iii), effective
January 3, 2011, to remove the limitation that only Floor brokers may represent interest to respond to a
solicitation request under the Rule and to adopt the rule on a permanent basis. The amendment also clarifies
that all interest submitted in accordance with the rule is executed consistent with to Exchange Rule 72(c). All
other aspects of the Rule and operation of Rule 123C(9)(a)(1) remain unchanged.

IV. Member Organization Compliance Obligations When Entering Electronic Interest After
4:00 p.m.

When Exchange systems have been opened after 4:00 p.m. pursuant to Rule 123C(9)(a)(1), the only interest
that may be entered after 4:00 p.m. is interest entered in response to a solicitation request. Exchange
systems will not verify side or price, and will not block post-4:00 p.m. cancellation of interest submitted under
this rule. Therefore, member and member organizations entering such interest are responsible for ensuring
compliance with the rule, such that the only interest that may be entered in response to such a solicitation
request is:

(i) offsetting;
(ii) a limit order priced no worse than the last sale price; and
(iii) not cancelled.

In addition, if Exchange systems have been opened after 4:00 p.m. in order to accept interest to offset an
extreme order imbalance at the close, during that period, member organizations and members may not
modify or cancel any orders that were entered before 4:00 p.m.

Failure to comply with these requirements for entering electronic interest in response to a solicitation request
is a violation of Exchange rules and may result in disciplinary action. In addition, member organizations are
reminded that they must have adequate written policies, procedures, and supervisory controls reasonably
designed to comply with Rule 123C(9)(a)(1), as described in this Memorandum. Failure to have adequate
written policies and procedures in place or to have an adequate supervisory system in place may also result
in disciplinary action.
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V. Staff Contacts

Questions regarding Rule 123C(9)(a)(1) should be directed to Exchange staff as follows.

Operational questions should be directed to:

Paul Bauccio, Senior Vice President, Floor Operations, at (212) 656-2929

Regulatory questions should be directed to:

Clare Saperstein, Vice President, NYSE Regulation, at (212) 656-2355

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
Booth adjacent to the Main Room.

___________________________

NYSE Regulation, Inc.

Information Memo

Market Surveillance

New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

NYSE

Number 95-28

July 10, 1995

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Positioning to Facilitate Customer Orders

The purpose of this memorandum is to present the Exchange's view of various trading strategies employed
by member organizations to facilitate customer stock or program orders. Although it is not possible to provide
an all-inclusive discussion of these strategies, the Exchange believes it is important to describe the kind of
activity which would be inconsistent with just and equitable principles of trade.

A member organization “A” commits to sell (buy) securities after the close to (from) a customer at the closing
price on the Exchange. To position itself to facilitate this transaction, “A” buys (sells) the stock(s) throughout
the day in a proprietary account, assuming the risk of the market. In order to reduce the risk of the proprietary
position it is assuming during the day, “A” leaves a portion of the position to be executed at the close. If
the size of the transaction(s) “A” intends to execute at the close can reasonably be expected to impact the
closing price(s), “A” should not buy (sell) any stock related to that position near the close. (“:A” would not be
precluded from entering proprietary market-on-close orders for execution in the closing transaction, if “A”
is not representing any proprietary orders near the closing transaction). What constitutes “near the close”
depends upon the degree of risk which can reasonably be attributed to the position established by that trade
versus the reasonably anticipated impact the trade at the close will have on the closing price. While each
situation may be unique, depending upon the size of the transaction and the liquidity of the stock, generally
traded executed after 3:40 p.m. would be considered “near the close.” Engaging in such transactions for
the firm's proprietary account would be conducted inconsistent with just and equitable principles of trade.
However, “A” would not be precluded from executing the customer's order on an agency basis at any time,
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including at or near the close. It should be recognized, however, that this does not preclude the Exchange
from determining that such activity may be a violation of the anti-manipulative provisions of the Securities
Exchange Act of 1934 or Exchange rules.

Similarly, intra-day, it would be conduct inconsistent with just and equitable principles of trade for a member
organization to effect any transactions in a stock while knowing of the imminent execution of a block, in
order to subsequently liquidate the position by participating on the contra-side of the block transaction. For
example, if “A” knows a block will be bought one-quarter of a point up from the current market, “A” should not
buy stock to subsequently sell into the block transaction at the higher price.

In addition, it would be conduct inconsistent with just and equitable principles of trade for any person to
disclose to any other person trading strategies or customers' orders for the purpose of that person taking
advantage of the information for personal benefit or for the benefit of the member organization. This does not,
however, preclude a member organization from soliciting interest to trade with the contra side of a block in the
normal course of engaging in block facilitation activities.

Member organizations are required to establish and maintain procedures reasonably designed to review
facilitation activities for compliance with Exchange rules and federal securities laws. Member organizations
must ensure that trading strategies engaged in by their proprietary traders to facilitate customers' orders
have an economic basis and are not engaged in to mark the closing price or to mark the value of a position.
In addition, before any at-the-close customer order is transmitted to the Floor, the member organization
accepting the order must exercise due diligence to learn the essential facts relative to the order, including
the purpose and propriety of the at-the-close instructions, particularly when it has knowledge of other orders
executed for the customer's account during the day.

Questions regarding the above may be directed to Agnes Gautier at (212) 656-4608.

___________________________

Robert J. McSweeney

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  A "legitimate error" is an error in any term of a MOC/LOC order, such as price, number of shares, buy/
sell, or identification of the security. See Rule 123C(1)(c).

2  Imbalance publications include both MOC and marketable LOC orders (based on the last sale price
at the time the publication is made). See Rule 123C(1)(b) & (d), defining "Informational Imbalance
Publications" and "Mandatory MOC/LOC Imbalance Publications." For more information on how
imbalance publications are calculated, see Rule 123C(4).

3  On a day that trading on the Exchange is scheduled to close earlier than 4:00 p.m., the Exchange will
disseminate Order Imbalance Information every five (5) seconds starting at 10 minutes prior to the
Close. See Rule 123C(6)(a)(v).

4  For more information on the execution of orders at the Close, see Rule 123C(7). Members and member
organizations are reminded that, when arranging the Close, they may not use the Display Book system
in an inappropriate manner designed to discover information about unelected stop orders.
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1  NYSE Regulation has recently imposed formal disciplinary sanctions and significant fines for odd-lot
trading violations, which are described in Hearing Panel Decisions 07-10, 06-160, 06-171, and 06-192
and posted on NYSE.com.

1  See SEC Release No. 59755 (Apr. 13, 2009), 74 FR 18009 (Apr. 20, 2009) (SR-NYSE2009-18 and SR-
NYSEAltr-2009-15).

2  See Member Education Bulletin 2006-24 (Dec. 29, 2006), which describes the Floor Official Approval
process. Floor Official Approval forms, which are available in the On-Floor Surveillance Unit's booth, are
one-page, pressure-sensitive reports that provide copies for the participants in the approval process. The
member submitting the Form to the On-Floor Surveillance Unit should retain a copy of the Form, as a
required business record under Rule 440.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 11-25

Click to open document in a browser

September 9, 2011

   TO: CHIEF EXECUTIVE OFFICERS, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

FROM: NYSE REGULATION, INC.

SUBJECT: HARMONIZATION OF RULE 92 WITH FINRA RULE 5320 (PROHIBITION AGAINST TRADING
AHEAD OF CUSTOMER ORDERS)

I. Overview and Purpose

In order to reduce regulatory duplication and provide for less burdensome and more efficient compliance with
conduct rules and requirements, the New York Stock Exchange, LLC (“NYSE”) and NYSE Amex Equities
LLC (“NYSE Amex Equities”) (collectively, the “Exchange”) have deleted certain Exchange rules and adopted
new rules that correspond to rules filed by the Financial Industry Regulatory Authority, Inc. (“FINRA”) and
approved by the Securities and Exchange Commission (the “Commission”).

The purpose of this Information Memo is to inform members and member organizations that the Exchange
has recently deleted Rule 92, which limits trading ahead of customer orders, and replaced it with a new Rule

5320 that is substantially the same as FINRA Rule 5320. 1 

The rule change will become effective on September 12, 2011.

A copy of new Rule 5320 is attached.

II. Description of New Rule 5320

On February 11, 2011, the Commission approved FINRA Rule 5320, which consolidated NASD IM-2110-2
and NASD Rule 2111, among other changes. FINRA Rule 5320 generally provides that a FINRA member that
accepts and holds an order in an equity security from its own customer or the customer of another broker-
dealer without immediately executing the order is prohibited from trading that security on the same side of the
market for its own account at a price that would satisfy the customer order, unless it immediately thereafter
executes the customer order up to the size and at the same or better price at which it traded for its own
account. For more details, see FINRA Regulatory Notice 11-24 (May 2011).

The Exchange recently adopted FINRA Rule 5320 as Exchange Rule 5320 and made conforming changes to
Exchange Rule 900. Members and member organizations should note that new Rule 5320 is substantially the
same as FINRA Rule 5320 and that all FINRA interpretations and published guidance relating to its rule are
applicable to Exchange Rule 5320.

As with FINRA Rule 5320, new Rule 5320 prohibits members and member organizations 2   from trading
ahead of customer orders subject to certain exceptions, including: (1) exceptions for large orders and orders
for institutional accounts; (2) a “no-knowledge” exception; (3) a riskless principal exception; (4) an intermarket
sweep order (“ISO”) exception; and, (5) an odd lot and bona fide error transaction exception.

New Rule 5320, like its FINRA counterpart, does not apply to “not held” orders (regardless of volume or

value) where a customer has provided the member organization with certain discretion to “work” the order. 3 

New Rule 5320 also establishes the minimum amount of price improvement necessary for a member
organization to execute an order on a proprietary basis when holding an unexecuted limit order in that same
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security without being required to execute the held limit order and provides that a member organization must
make every effort to execute a marketable customer order that it receives fully and promptly.

Finally, a member organization generally may limit the life of a customer order to the period of normal market
hours of 9:30 a.m. to 4:00 p.m. Eastern Time. However, if the customer and member organization agree to
the processing of the customer's order outside normal market hours, the protections of new Rule 5320 would
apply to that customer's order(s) at all times the customer order is executable by the member organization.

When sending “mixed capacity” orders (i.e., orders combining agent, riskless principal and/or principal
interest) to the Floor, member organizations are reminded of the requirements of Section 11(a) of the
Securities Exchange Act of 1934. For example, member organizations should consider excluding certain
exempt proprietary orders (i.e., “G” orders) from “mixed capacity” orders as executions of such may result in
violations of Section 11(a).

III. Supervision and Documentation Issues In Connection with Rule 5320 Exceptions

Member firms relying on Rule 5320's exceptions should note the following documentation and supervisory
issues.

Large Orders and Institutional Accounts Exceptions

With respect to orders for certain institutional accounts, or for orders of 10,000 shares or more (unless such
orders are less than $100,000 in value), new Rule 5320 permits a member organization to trade a security on
the same side of the market for its own account at a price that would satisfy a customer order, provided that
the member organization provides clear and comprehensive written disclosure to each customer at account
opening and annually thereafter that

• discloses that the member organization may trade proprietarily at prices that would satisfy the
customer order, and

• provides the customer with a meaningful opportunity to opt in to the Rule 5320 protections with
respect to all or any portion of its order.

If a customer does not opt in to the protections with respect to all or any portion of its order, the member
organization may reasonably conclude that such customer has consented to the member organization trading
a security on the same side of the market for its own account at a price that would satisfy the customer's
order.

New Rule 5320 also permits member organizations to provide clear and comprehensive oral disclosure to,
and obtain consent from, a customer on an order-by-order basis, provided that the member organization
documents who provided such consent and that such consent evidences the customer's understanding of
the terms and conditions of the order. [Suggestion: Track the language from NYSE IM 07-107 relating to
documenting the identity of the individual providing consent]In addition, where a customer has opted in to
the Rule 5320 protections, a member organization may still obtain consent on an order-by-order basis to
trade ahead of or along with an order from that customer, provided that the member organization documents
who provided such consent and that such consent evidences the customer's understanding of the terms and
conditions of the order.

No-Knowledge Exception

New Rule 5320 also recognizes a “no-knowledge” exception that allows a proprietary trading unit of a
member organization to continue trading in a proprietary capacity and at prices that would satisfy customer
orders that were being held by another, separate trading unit at the member organization. The no-knowledge
exception applies to NMS stocks, as defined in Rule 600 of SEC Regulation NMS.

In order to utilize the no-knowledge exception, a member organization must have in place an effective
system of internal controls (such as appropriate information barriers) that operate to prevent the proprietary
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trading unit from obtaining knowledge of the customer orders held at the separate trading unit. A member
organization that structures its order handling practices in NMS stocks to permit its market-making desk to
trade at prices that would satisfy customer orders held by a separate trading unit must disclose in writing to its
customers, at account opening and annually thereafter, a description of the manner in which customer orders
are handled by the member organization and the circumstances under which the member organization may
trade proprietarily at its market making desk at prices that would satisfy the customer order.

Riskless Principal Exception

The obligations of new Rule 5320 do not apply to a member organization's proprietary trade if such
proprietary trade is for the purposes of facilitating the execution, on a riskless principal basis, of another order
from a customer (whether its own customer or the customer of another broker-dealer), provided that the
member organization

• submits a report, contemporaneously with the execution of the facilitated order, identifying the trade

as riskless principal to the Exchange, 4   and
• has written policies and procedures to address riskless principal transactions.

At a minimum, a member organization's policies and procedures must require that the customer order was
received prior to the offsetting principal transaction, and that the offsetting principal transaction is at the same
price as the customer order exclusive of any markup or markdown, commission equivalent or other fee,
and is allocated to a riskless principal or customer account in a consistent manner and within 60 seconds of
execution. Member organizations must also have supervisory systems in place that produce records enabling
member organizations and FINRA, on behalf of the Exchange, to reconstruct accurately, readily, and in a
time-sequenced manner, all orders on which a member organization relies in claiming this exception.

For further information regarding submitting riskless principal reports, please refer to FINRA's trade reporting
FAQs at:

http://www.finra.org/Industry/Regulation/Guidance/P038942.

ISO Exception

Member organizations are also exempt from the obligation to execute a customer order in a manner
consistent with Rule 5320 with regard to trading for the member organization's own account that is the result
of an ISO routed in compliance with Rule 600(b)(30)(ii) of Regulation NMS where the customer order is
received after the member organization routed the ISO.

Where a member organization routes an ISO to facilitate a customer order and that customer has consented
to not receiving the better prices obtained by the ISO, the member organization also shall be exempt
with respect to any trading for its own account that is the result of the ISO with respect to the consenting
customer's order.

Odd Lot and Bona Fide Error Exception

Finally, the new Rule recognizes an exception for a firm's proprietary trade that offsets a customer odd lot
order (i.e., an order less than one round lot, which is typically 100 shares), or corrects a bona fide error. With
respect to bona fide errors occurring off the Floor, member organizations must document and demonstrate
the basis upon which a transaction meets the bona fide error exception. Offsetting transactions to be cleared
in a Floor member's error account are governed by the documentation and other requirements of Exchange
Rules 134 and 411(a).

IV. Staff Contacts

Questions concerning this Information Memo should be directed to:

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

231

http://researchhelp.cch.com/License_Agreement.htm


• Patricia Bergholc, Director, FINRA, 917.281.3054, or
• Thomas C. Bruno, Chief Counsel, FINRA, 917.281.3081, or
• Clare Saperstein, Vice President, NYSE Regulation, Inc., 212.656.2355, or
• David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166.

___________________________

NYSE Regulation, Inc

Attachments (Rules 5320 & 900)

Rule 900. Off-Hours Trading: Applicability and Definitions

(a) No change.

(b) Applicability of Other Exchange Rules

As modified by this Rule 900, all other Exchange Rules shall also so apply, except that the following shall not
so apply:

Rule 45 (Application of Rules) through Rule 128B (Publications of Changes, Corrections, Cancellations or
Omissions and Verification of Transactions), except that the following shall apply:

Dealings upon the Exchange
51 (Hours for Business)
52 (Dealings on the Exchange—Hours)
55 (Unit of Trading—Stocks and Bonds)
56 (Unit of Trading—Rights)

Auction Market—Bids and Offers
63 (“When Issued”—”When Distributed”)
78 (Sell and Buy Orders Coupled at Same Price)

Members Dealing for Their Own Accounts
[92 (Limitations on Members' Trading because of Customer's Orders) as provided

in paragraph (d)(ii) of this Rule]
93 (Trading for Joint Account) (paragraphs (a) and (c) only)
94 (DMMs' or Odd-Lot Dealers' Interest in Joint Accounts)
98 (Operation of a DMM Unit)
98A (Restrictions on Persons or Parties Affiliated with DMM and Odd Lot Dealer

Member Organization) (except for the second sentence of that Rule's first
paragraph)

DMM, Odd-Lot Brokers, and Registered Traders
104 Dealings and Responsibilities of DMM
104T (Dealings by DMMs) (paragraph (a) of Supplementary Material .13 only)
104A (DMM—General) (Supplementary Material .50 only)
105 (DMM Interest in Pools and Options) as provided in paragraph (d)(v) of this

Rule
118 (Orders To Be Reduced and Increased on Ex-Date) as provided in paragraph

(d)(vi) of this Rule
121 (Records of DMM)
128B (Publications of Changes, Corrections, Cancellations or Omissions and

Verification of Transactions)

(c) No change.

(d) Interaction among Off-Hours Trading Rules and Floor Rules

(i) For the purpose of applying Supplementary Material .40 of Rule 36 (Communications between Exchange
and Members' Offices) to Off-Hours Trading, the limit of time within which a member or member organization
executing a transaction through the Off-Hours Trading Facility must report to the member or organization
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carrying the customer's account shall be 15 minutes after the close of the facility on the day of the
transaction.

(ii) Reserved. [Rule 92 shall not preclude a member or member organization from entering in the Off-
Hours Trading Facility an aggregate-price order to buy (sell) 15 or more securities coupled with an identical
order to sell (buy) when the member or member organization holds an unexecuted closing-price order for a
component security.]

(iii)-(vi) No change

(e) No change

* * * * *

Conduct Rules (Rules 2010—6140)

* * * * *

5320. Prohibition Against Trading Ahead of Customer Orders

(a) Except as provided herein, a member organization that accepts and holds an order in an equity security
from its own customer or a customer of another broker-dealer without immediately executing the order is
prohibited from trading that security on the same side of the market for its own account at a price that would
satisfy the customer order, unless it immediately thereafter executes the customer order up to the size and at
the same or better price at which it traded for its own account.

(b) A member organization must have a written methodology in place governing the execution and priority
of all pending orders that is consistent with the requirements of this Rule and NASD Rule 2320. A member
organization also must ensure that this methodology is consistently applied.

• • • Supplementary Material:

.01 Large Orders and Institutional Account Exceptions. With respect to orders for customer accounts that
meet the definition of an “institutional account” as defined in NASD Rule 3110, or for orders of 10,000 shares
or more (unless such orders are less than $100,000 in value), a member organization is permitted to trade a
security on the same side of the market for its own account at a price that would satisfy such customer order,
provided that the member organization has provided clear and comprehensive written disclosure to such
customer at account opening and annually thereafter that:

(a) discloses that the member organization may trade proprietarily at prices that would satisfy the
customer order, and

(b) provides the customer with a meaningful opportunity to opt in to the Rule 5320 protections with
respect to all or any portion of its order.

If the customer does not opt in to the Rule 5320 protections with respect to all or any portion of its order,
the member organization may reasonably conclude that such customer has consented to the member
organization trading a security on the same side of the market for its own account at a price that would satisfy
the customer's order.

In lieu of providing written disclosure to customers at account opening and annually thereafter, a member
organization may provide clear and comprehensive oral disclosure to and obtain consent from the customer
on an order-by-order basis, provided that the member organization documents who provided such consent
and such consent evidences the customer's understanding of the terms and conditions of the order.

.02 No-Knowledge Exception

With respect to NMS stocks, as defined in Rule 600 of SEC Regulation NMS, if a member organization
implements and utilizes an effective system of internal controls, such as appropriate information barriers,
that operate to prevent one trading unit from obtaining knowledge of customer orders held by a separate
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trading unit, those other trading units trading in a proprietary capacity may continue to trade at prices that
would satisfy the customer orders held by the separate trading unit. A member organization that structures
its order handling practices in NMS stocks to permit its market-making desk to trade at prices that would
satisfy customer orders held by a separate trading unit must disclose in writing to its customers, at account
opening and annually thereafter, a description of the manner in which customer orders are handled by the
member organization and the circumstances under which the member organization may trade proprietarily at
its market-making desk at prices that would satisfy the customer order.

.03 Riskless Principal Exception. The obligations under this Rule shall not apply to a member
organization's proprietary trade if such proprietary trade is for the purposes of facilitating the execution, on a
riskless principal basis, of an order from a customer (whether its own customer or the customer of another
broker-dealer) (the “facilitated order”), provided that the member organization:

(a) submits a report, contemporaneously with the execution of the facilitated order, identifying the trade
as riskless principal to the Exchange (or another self-regulatory organization if not required under
Exchange rules); and

(b) has written policies and procedures to ensure that riskless principal transactions for which the
member organization is relying upon this exception comply with applicable Exchange rules. At a
minimum these policies and procedures must require that the customer order was received prior to
the offsetting principal transaction, and that the offsetting principal transaction is at the same price as
the customer order exclusive of any markup or markdown, commission equivalent or other fee and is
allocated to a riskless principal or customer account in a consistent manner and within 60 seconds of
execution.

A member organization must have supervisory systems in place that produce records that enable the
member organization and the Exchange to reconstruct accurately, readily, and in a time-sequenced manner
all facilitated orders for which the member organization relies on this exception.

.04 ISO Exception. A member organization shall be exempt from the obligation to execute a customer
order in a manner consistent with this Rule with regard to trading for its own account that is the result of an
intermarket sweep order routed in compliance with Rule 600(b)(30)(ii) of SEC Regulation NMS (“ISO”) where
the customer order is received after the member organization routed the ISO. Where a member organization
routes an ISO to facilitate a customer order and that customer has consented to not receiving the better
prices obtained by the ISO, the member organization also shall be exempt with respect to any trading for its
own account that is the result of the ISO with respect to the consenting customer's order.

.05 Odd Lot and Bona Fide Error Transaction Exceptions. The obligations under this Rule shall not
apply to a member organization's proprietary trade that is (1) to offset a customer order that is in an amount
less than a normal unit of trading; or (2) to correct a bona fide error. Member organizations are required to
demonstrate and document the basis upon which a transaction meets the bona fide error exception.

.06 Minimum Price Improvement Standards. The minimum amount of price improvement necessary for a
member organization to execute an order on a proprietary basis when holding an unexecuted limit order in
that same security, and not be required to execute the held limit order is as follows:

(a) For customer limit orders priced greater than or equal to $1.00, the minimum amount of price
improvement required is $0.01 for NMS stocks;

(b) For customer limit orders priced greater than or equal to $0.01 and less than $1.00, the minimum
amount of price improvement required is the lesser of $0.01 or one-half (1/2) of the current inside
spread;

(c) For customer limit orders priced less than $0.01 but greater than or equal to $0.001, the minimum
amount of price improvement required is the lesser of $0.001 or one-half (1/2) of the current inside
spread;
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(d) For customer limit orders priced less than $0.001 but greater than or equal to $0.0001, the minimum
amount of price improvement required is the lesser of $0.0001 or one-half (1/2) of the current inside
spread;

(e) For customer limit orders priced less than $0.0001 but greater than or equal to $0.00001, the
minimum amount of price improvement required is the lesser of $0.00001 or one-half (1/2) of the
current inside spread;

(f) For customer limit orders priced less than $0.00001, the minimum amount of price improvement
required is the lesser of $0.000001 or one-half (1/2) of the current inside spread; and

(g) For customer limit orders priced outside the best inside market, the minimum amount of price
improvement required must either meet the requirements set forth above or the member organization
must trade at a price at or inside the best inside market for the security.

In addition, if the minimum price improvement standards above would trigger the protection of a pending
customer limit order, any better-priced customer limit order(s) must also be protected under this Rule, even
if those better-priced limit orders would not be directly triggered under the minimum price improvement
standards above.

.07 Order Handling Procedures. A member organization must make every effort to execute a marketable
customer order that it receives fully and promptly. A member organization that is holding a customer order
that is marketable and has not been immediately executed must make every effort to cross such order
with any other order received by the member organization on the other side of the market up to the size of
such order at a price that is no less than the best bid and no greater than the best offer at the time that the
subsequent order is received by the member organization and that is consistent with the terms of the orders.
In the event that a member organization is holding multiple orders on both sides of the market that have not
been executed, the member organization must make every effort to cross or otherwise execute such orders in
a manner that is reasonable and consistent with the objectives of this Rule and with the terms of the orders. A
member organization can satisfy the crossing requirement by contemporaneously buying from the seller and
selling to the buyer at the same price.

.08 Trading Outside Normal Market Hours. A member organization generally may limit the life of a
customer order to the period of normal market hours of 9:30 a.m. to 4:00 p.m. Eastern Time. However, if the
customer and member organization agree to the processing of the customer's order outside normal market
hours, the protections of this Rule shall apply to that customer's order(s) at all times the customer order is
executable by the member organization.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Release No. 34-65164; File No. SR-NYSE-2011-43, http://www.sec.gov/rules/sro/
nyse/2011/34-65164.pdf. The FINRA Rule is commonly known as the Manning Rule.

2  New Rule 5320, like FINRA Rule 5320, refers solely to "member organizations." However, since all
Exchange members are associated with Exchange member organizations, new Rule 5320 applies to
members as well. As used in the remainder of this Memo, "member organization" therefore means both.

3  See generally Release No. 34-63895; File No. SR-FINRA-2009-090, http://www.sec.gov/rules/sro/
finra/2009/34-61168.pdf.
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4  Although the new Rule states that submissions should be made to the "Exchange," pursuant to
Exchange Rule 0 references to the "Exchange" in new Rule 5320 mean FINRA. Therefore, all required
reporting under the new Rule should be made to FINRA.
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August 17, 2011

   TO: ALL NYSE AND NYSE AMEX EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

FROM: NYSE REGULATION

SUBJECT: SEC RULE 15c3-5 GOVERNING SUPERVISION OF MARKET ACCESS - ADDITIONAL
LIMITED EXTENSION OF COMPLIANCE DATE FOR CERTAIN REQUIREMENTS APPLICABLE TO
FLOOR BROKERS

In response to a request by the New York Stock Exchange, NYSE Amex and NYSE Arca, the Securities and
Exchange Commission (“SEC”) on August 15, 2011 issued an order that temporarily exempts until November
30, 2011 the Floor broker operations of broker-dealers with market access that handle orders on a manual
basis (“Floor Brokers”) from the automated controls requirement of Rule 15c3-5(c)(1)(ii) and (c)(2). A copy of
the SEC's exemptive order can be found at http://www.sec.gov/rules/exorders/2011/34-65132.pdf.

Rule 15c3-5(c)(1)(ii) generally requires broker-dealers with market access to adopt controls and procedures
reasonably designed to prevent the entry of erroneous or duplicative orders. In addition, Rule 15c3-5(c)(2)
requires broker-dealers with market access to adopt risk management controls and supervisory procedures
that are reasonably designed to ensure compliance with all regulatory requirements, including, generally,
to prevent the entry of orders unless there has been compliance with all regulatory requirements that must
be satisfied on a pre-order entry basis and to prevent the entry of orders for securities for a broker-dealer,
customer, or other person if such person is restricted from trading those securities.

Rule 15c3-5 was effective on July 14, 2011, subject to a limited extension of the compliance date until
November 30, 2011 (i) for all of the requirements of the rule for fixed income securities, and (ii) for the
requirements of Rule 15c3-5(c)(1)(i) for all securities. Rule 15c3-5(c)(1)(i) requires the implementation of risk
management controls and supervisory procedures that are reasonably designed to prevent the entry of orders
that exceed appropriate pre-set credit or capital thresholds. A copy of that extension can be found at http://
www.sec.gov/rules/final/2011/34-64748.pdf

The exemption provides additional time to augment and automate controls already in place for orders handled
by Floor brokers on a manual basis. As the SEC noted, “providing additional time for such Floor Brokers to
complete the development and implementation of automated controls pursuant to Rules 15c3-5(c)(1)(ii) and
(c)(2) for orders handled on a manual basis, where manual systematic controls historically were used for
risk management and regulatory purposes, is reasonable,” and that “temporarily exempting Floor Brokers
from the automated controls requirement of Rules 15c3-5(c)(1)(ii) and (c)(2) until November 30, 2011, should
facilitate the orderly and meaningful implementation of the required automated risk management controls[.]”

For more information regarding SEC Rule 15c3-5, see Information Memo 11-13 (May 16, 2011), http://
www.nyse.com/nysenotices/nyse/information-memos/pdf?memo_id=11-13 and Information Memo 11-18
(June 30, 2011), http://www.nyse.com/nysenotices/nyse/information-memos/pdf?memo_id=11-18.

Staff Contact Information

Questions regarding this Information Memo should be directed to:

Clare Saperstein, Vice President, NYSE Regulation, Inc., 212.656.2355, or

David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166, or

Joseph P. Corcoran, Chief Counsel, NYSE Regulation, Inc., 202.661.8955.
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NYSE Regulation, Inc

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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August 04, 2011

   DATE: AUGUST 4, 2011

TO: ALL NYSE AND NYSE AMEX EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

FROM: NYSE REGULATION

SUBJECT: AMENDMENTS TO RULE 70.40(3) TO PERMIT FLOOR BROKER MEMBER
ORGANIZATIONS TO ENGAGE IN PROPRIETARY TRADING FROM APPROVED BOOTH PREMISES IN
CERTAIN OTC BULLETIN BOARD AND OTC MARKETS SECURITIES

I. Purpose

This Information Memo informs New York Stock Exchange LLC (“NYSE”) and NYSE Amex Equities LLC
(“NYSE Amex Equities”) (collectively, the “Exchange”) members and member organizations of recent
amendments to Rule 70.40(3) that permit member organizations to engage in proprietary trading from

approved booth premises in certain OTC Bulletin Board (“OTCBB”) and OTC Markets securities. 1 

II. Description of Changes to Rule 70.40(3)

Rule 70.40 permits Floor broker member organizations to access other markets and trade a wider variety of
products from their booth premises on the Exchange Trading Floor in a manner similar to an “upstairs” office.
However, Rule 70.40 imposes certain restrictions, including prohibiting transactions from an approved booth
for the member organization's own account, the account of an associated person, or an account with respect
to which they or an associated person exercise investment discretion.

The Exchange has amended Rule 70.40(3) to permit member organizations to effect transactions from
approved booth premises for their own account, the account of an associated person, or an account with
respect to which they or an associated person exercise investment discretion only in the common, preferred,
and debt securities of an operating company quoted on the OTCBB or OTC Markets (an “OTC Security”).

Floor brokers may not effect transactions from approved booth premises for their own account, the account of
an associated person, or an account with respect to which they or any associated person exercise investment
discretion in the following:

• Index-based or derivative securities (e.g., a right or warrant) quoted on the OTCBB or OTC Markets;
or

• An OTC Security related to a security listed or traded on the NYSE or NYSE Amex, including the
options trading floor.

Under the amended Rule, an OTC Security would be considered related to a security listed or traded on the

NYSE or NYSE Amex 2   if the OTC Security is:

• issued by an issuer of a security that is listed or traded on the NYSE or NYSE Amex or that
underlies an NYSE Amex option, or an affiliate of such issuer;

• subject to a corporate action 3   that relates to the issuer of a security listed or traded on the NYSE
or NYSE Amex or that underlies an NYSE Amex option, or an affiliate of such issuer;

• issued by an issuer of a security that is a component of a narrow-based security index linked to
a security that is listed or traded on the NYSE or NYSE Amex or that underlies an NYSE Amex
option; or
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• issued by a foreign issuer or is a depositary receipt (or equivalent) for such a security, and a
security issued by such foreign issuer or a depositary receipt (or the equivalent thereof) for such a
security is listed or traded on the NYSE or NYSE Amex or underlies an NYSE Amex option.

III. Approval, Supervision and Record Keeping Requirements

The proprietary transactions in OTC Securities permitted by the amended Rule remain subject to the other
provisions of Rule 70.40.

First, before engaging in such trading from approved booth premises, a member organization must obtain

approval from FINRA. See Rule 70.40(1) and Rule 0. 4 

Second, all transactions under the amended Rule are subject to the regulatory requirements applicable to
“upstairs” trading, including registration requirements, audit trail requirements applicable to those markets,
and the supervision requirements of Rule 342.

Third, member organizations must adopt and implement comprehensive written procedures governing
the conduct and supervision of proprietary trading in OTC Securities handled in the booth and the staff
responsible for such activities. These procedures should be reasonably designed to ensure that the member
organization is trading in compliance with Rule 70.40, including that it is not effecting transactions from
the booth in OTC Securities that are related to securities listed or traded on the NYSE or NYSE Amex.
These written procedures and any subsequent changes must be approved by FINRA. Note that a member
organization previously approved to operate its booth pursuant to Rule 70.40 must update its written
procedures to address proprietary trading in OTC Securities and re-obtain FIRNA approval under Rule
70.40(7). Member organizations must also establish a process to regularly review their written procedures
and compliance therewith.

Finally, member organizations must have supervisory systems in place that produce records sufficient to
reconstruct, in a time-sequenced manner, all orders with respect to which the member organization is trading
from the booth premises under the Rule. Member organizations must be able to demonstrate which OTC
Security transactions were effected from booth premises (as compared to off-Floor trading, if applicable). If
unable to do so, all such trading will be presumed to have been effected from the booth.

IV. Staff Contact Information

Questions regarding this Information Memo should be directed to:

NYSE Regulation Contacts

Clare Saperstein, Vice President, NYSE Regulation, Inc., 212.656.2355, csaperstein@nyx.com, or

David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166, ddegregorio@nyx.com.

FINRA Contacts

Peter Stoehr, Vice President, FINRA, 212.858.4722, peter.stoehr@finra.org; or

Patricia Bergholc, Director, FINRA, 917.281.3054, patricia.bergholc@finra.org; or

Peter Bon Viso, Director, FINRA, 917.281.3056, peter.bonviso@finra.org.

___________________________

NYSE Regulation, Inc

Attachment (Amended Rule 70.40(3))

Additions underlined;

deletions [bracketed].
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NYSE Rules

Rule 70. Execution of Floor Broker Interest

* * * * *

.40 Operation of an NYSER Approved Booth Premise

(1) - (2) No change.

(3) A [M ]member organization[s] approved to operate booth premises pursuant to this rule [are] is prohibited
from effecting any transaction from its approved booth premises for its own account, the account of
an associated person or an account with respect to which it or an associated person thereof exercises
investment discretion on the Exchange , except that such member organization may effect such transactions
in the common, preferred, and debt securities of an operating company that is quoted on the OTC Bulletin
Board or OTC Markets (“OTC Security”) if such security is not related to a security listed or traded on the
Exchange or NYSE Amex LLC (“NYSE Amex”). For purposes of Rule 70.40, an OTC Security is related to a
security listed or traded on the Exchange or NYSE Amex if:

(a) the OTC Security is issued by an issuer of a security that is listed or traded on the Exchange or
NYSE Amex or that underlies an NYSE Amex option, or an affiliate of such issuer;

(b) the OTC Security is subject to a corporate action that relates to the issuer of a security that is listed
or traded on the Exchange or NYSE Amex or that underlies an NYSE Amex option, or an affiliate of
such issuer;

(c) the OTC Security is issued by an issuer of a security that is a component of a narrow-based security
index (as defined in Section 3(a)(55) of the Securities Exchange Act of 1934) that is linked to a security
that listed or traded on the Exchange or NYSE Amex or that underlies an NYSE Amex option; or

(d) the OTC Security is issued by a foreign issuer or is a depositary receipt (or the equivalent thereof)
for such a security, and a security issued by such foreign issuer or a depositary receipt (or the
equivalent thereof) for such a security is listed or traded on the Exchange or NYSE Amex or underlies
an NYSE Amex option.

For purposes of Rule 70.40, a corporate action is any action by an issuer of an OTC Security or a security
listed or traded on the Exchange or NYSE Amex that causes a relationship between the price of the OTC
Security and the price of the security that is listed or traded on the Exchange or NYSE Amex or that underlies
an NYSE Amex option, such as the announcement of a merger, acquisition, joint venture, spinoff, dissolution,
bankruptcy filing or other similar type of event involving the issuers.

(4) - (5) No change.

(6) A member organization approved to operate its booth premise pursuant to this rule must adopt and
implement comprehensive written procedures and guidelines governing the conduct and supervision of
business handled in such booth and staff working in such booth. Further, the member organization must
establish a process for regular review of such written procedures and guidelines and compliance therewith.
With respect to trading in an OTC Security, such written procedures must require the member organization to
exercise due diligence before commencing trading from the booth premises pursuant to this Rule to ensure
that such trading is in compliance with the requirements of this Rule and that the member organization has
procedures to monitor its trading activity in order to remain in compliance. A member organization must have
supervisory systems in place that produce records sufficient to reconstruct, in a timesequenced manner, all
orders with respect to which the member organization is trading from the booth premises under this Rule.
The member organization must be able to demonstrate which OTC Security transactions were effected
from the booth premises (as compared to off-Floor trading, if applicable). If the member organization cannot
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demonstrate which trading is from the booth premises, the Exchange shall presume that all such trading was
effected from the booth premises.

(7) No change.

* * * * *

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release No. 34-64843 (July 8, 2011), 76 FR 41551 (July
14, 2011) (SR-NYSE-2011-22), http://www.nyse.com/nysenotices/nyse/rulefilings/
approval;jsessionid=6A0D63D64684839EC26AC29DFC961B62?file_no=SR-NYSE-2011-22.

2  NASDAQ stocks traded on NYSE Amex Equities pursuant to unlisted trading privileges are securities
traded on the NYSE Amex Equities under amended Rule 70.40.

3  A "corporate action" would be any action by an issuer of an OTC Security or a security listed or traded
on the Exchange that causes a relationship between the price of the OTC Security and the price of the
security listed or traded on the Exchange or that underlies an NYSE Amex Equities option, such as
the announcement of a merger, acquisition, joint venture, spinoff, dissolution, bankruptcy filing or other
similar event involving the issuers.

4  Pursuant to Rule 0, the reference to the "NYSE Regulation, Inc." in Rule 70.40(1) refers to FINRA.
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July 27, 2011

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDED RULES 80C AND 104 -TRADING PAUSES EXTENDED TO ALL NMS STOCKS AND
RELATED CHANGES TO DMM QUOTING REQUIREMENTS EFFECTIVE AUGUST 8, 2011

I. Purpose

The purpose of this Information Memo is to remind New York Stock Exchange LLC (“NYSE”) and NYSE
Amex, LLC (“NYSE Amex”) (collectively referred to in the singular as the “Exchange”) members and member
organizations that the Securities and Exchange Commission has approved amendments to Rule 80C to
extend volatility trading pauses to all NMS stocks and to revise certain related DMM quoting obligations under

Exchange Rule 104(a)(1)(B). 1 

These rule changes will be effective August 8, 2011.

II. RULE 80C Changes - all NMS stocks subject to Trading Pauses

Under Rule 80C, which is currently operating on a pilot basis, between 9:45 a.m. and 3:35 pm., or in the
case of an early scheduled close, 25 minutes before the close of trading, the Exchange pauses trading in an
individual security listed on the Exchange if the price moves by 10% or more as compared to prices of that
security in the preceding five-minute period (the “Threshold Move”). The pilot currently covers only securities
included in the S&P 500® Index, Russell 1000® Index, and 344 specified exchange traded products, a list
of which is attached. If a security experiences a Threshold Move, trading in that security shall immediately
pause on the Exchange for five minutes (a “Trading Pause”). For more details on how the current Trading
Pause pilot operates, see Information Memo 10-24 (May 26, 2010).

Effective August 8, 2011, Rule 80C will be applicable to all NMS stocks, i.e., all NMS eligible securities other
than options as defined in Rule 600 of Regulation NMS. Accordingly, all securities that trade on the Exchange
will be subject to such individual stock Trading Pauses.

The Threshold Move applicable to a particular security will depend on certain factors, including the price
of the security. The price determination will be based on the closing price of the security on the preceding
trading day. If there is no closing price, the Exchange will use the last sale reported to the Consolidated Tape
on the previous trading day.

The following chart summarizes the Threshold Moves that will be applicable to securities that trade on the
Exchange beginning on August 8, 2011:

 

Security Threshold Move
 

S&P 500® Index, Russell 1000® Index, and 344 specified ETPs 10%
 

All other NMS stocks priced equal to or greater than $1.00 30%
 

All other NMS stocks priced less than $1.00 50%

All other aspects of the Trading Pause rule will remain the same, including the times the rule is in effect and
the manner by which the Exchange calculates the Threshold Move, triggers a Trading Pause, and reopens
trading following a Trading Pause.

The Exchange further notes that the Rule 80C Trading Pauses are currently scheduled to remain in effect as

a pilot until the earlier of August 11, 2011 or when a limit up-limit down plan is implemented. 2 
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III. Rule 104(a)(1)(B) Changes - updated DMM quoting requirements

Rule 104(a)(1)(B) currently specifies that the DMM must maintain a two-sided quotation of at least one round
lot not more than the Designated Percentage away from the national best bid (“NBB”) or national best offer
(“NBO”). Currently, the Designated Percentage for securities subject to the Trading Pause Rule, i.e. S&P
500® Index and Russell 1000® Index securities (and the QQQs for NYSE Amex), is 8% between 9:45 a.m.
and 3:35 p.m. and 20% for the remaining periods of the trading day, and for securities not subject to the
Trading Pause rule, 30%.

To ensure that the DMM quoting obligations remain with a narrower range that the new Threshold Moves for
the amended Trading Pause rule, the Exchange has amended the DMM's quoting obligations.

The following chart summarizes the Designated Percentages that will be applicable to DMM quoting
requirements beginning on August 8, 2011:

Security Designated Percentage
9:45 a.m. to 3:35 p.m.

Designated Percentage 9:30
a.m. to 9:45 a.m. and 3:35
p.m. until close (or the last

25 minutes of trading before
an early scheduled close)

 

S&P 500® Index, Russell 1000®
Index, and 344 specified ETPs

8% 20%

 

All other NMS stocks priced
equal to or greater than $1.00

28% 28%

 

All other NMS stocks priced less
than $1.00

30% 30%

 

Rule 104(a)(1)(B) further provides that if the NBB or NBO increases or decreases to a level that would cause
the DMM's quoting interest to be more than the Defined Limit away from the NBB or NBO, the DMM must
enter a new bid or offer at a price not more than the Designated Percentage away from the then current NBB
or NBO. Accordingly, the DMM must update its quote under this rule when the NBB or NBO has moved the
Defined Limit away from the DMM's existing quote.

The following chart summarizes the Defined Limits that will be applicable to DMM quoting requirements
beginning on August 8, 2011:

Security Defined Limit 9:45
a.m. to 3:35 p.m.

Defined Limit 9:30 a.m. to
9:45 a.m. and 3:35 p.m.

until close (or the last 25
minutes of trading before
an early scheduled close)

 

S&P 500® Index, Russell 1000®
Index, and 344 specified ETPs

9.5% 21.5%

 

All other NMS stocks priced
equal to or greater than $1.00

29.5% 29.5%

 

All other NMS stocks priced less
than $1.00

31.5% 31.5%

 

DMM unit members and member organizations are reminded that they must have adequate written policies
and procedures and systems in place to ensure compliance with the quoting obligations set forth in Rule
104(a)(1)(B). Failure to meet the quoting obligations set forth in that rule may result in disciplinary action.

IV. Staff Contacts

Operations questions regarding Rule 80C and 104 may be directed to:
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• Paul Bauccio, Senior Vice President, Operations, 212.656.2929
• Bob Airo, Senior Vice President, Operations, 212.656.5663

Regulatory questions regarding Rules 80C and 104 may be directed to:

• Clare Saperstein, Vice President, NYSE Regulation, 212.656.2355
• David De Gregorio, Chief Counsel, NYSE Regulation, 212.656.4166

Regulatory questions regarding DMM quoting obligations may also be directed to:

• Patricia M. Bergholc, Director, FINRA, 917.281.3054
• John C. Saxton, Director, FINRA, 917.281.3114
• Michael P. Fryer, Associate Director, FINRA, 917.281.3071

______________________________

NYSE Regulation, Inc.

Attachment (List of 344 ETPs)

List of 344 ETPs
 

Symbol Name
 

AAXJ iShares MSCI All Country Asia ex Japan Index Fund
 

ACWI iShares MSCI ACWI Index Fund
 

ACWX iShares MSCI ACWI ex US Index Fund
 

ADRE BLDRS Emerging Markets 50 ADR Index Fund
 

AGG iShares Barclays Aggregate Bond Fund
 

AGZ iShares Barclays Agency Bond Fund
 

AMJ JPMorgan Alerian MLP Index ETN
 

BAB PowerShares Build America Bond Portfolio
 

BBH Biotech HOLDRs Trust
 

BDG PowerShares DB Base Metals Long ETN
 

BIK SPDR S&P BRIC 40 ETF
 

BIL SPDR Barclays Capital 1-3 Month T-Bill ETF
 

BIV Vanguard Intermediate-Term Bond ETF
 

BKF iShares MSCI BRIC Index Fund
 

BLV Vanguard Long-Term Bond ETF
 

BND Vanguard Total Bond Market ETF
 

BOS PowerShares DB Base Metals Short ETN
 

BRF Market Vectors Brazil Small-Cap ETF
 

BSV Vanguard Short-Term Bond ETF
 

BWX SPDR Barclays Capital International Treasury Bond ETF
 

CEW WisdomTree Dreyfus Emerging Currency Fund
 

CFT iShares Barclays Credit Bond Fund
 

CIU iShares Barclays Intermediate Credit Bond Fund
 

CSJ iShares Barclays 1-3 Year Credit Bond Fund
 

CUT Claymore/Beacon Global Timber Index ETF
 

CVY Claymore/Zacks Multi-Asset Income Index ETF
 

CWB SPDR Barclays Capital Convertible Securities ETF
 

CYB WisdomTree Dreyfus Chinese Yuan Fund
 

DBA PowerShares DB Agriculture Fund
 

DBB PowerShares DB Base Metals Fund
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DBC PowerShares DB Commodity Index Tracking Fund
 

DBO PowerShares DB Oil Fund
 

DBP PowerShares DB Precious Metals Fund
 

DBV PowerShares DB G10 Currency Harvest Fund
 

DDG ProShares Short Oil & Gas
 

DEM WisdomTree Emerging Markets Equity Income Fund
 

DFJ WisdomTree Japan SmallCap Dividend Fund
 

DGS WisdomTree Emerging Markets SmallCap Dividend Fund
 

DIA SPDR Dow Jones Industrial Average ETF Trust
 

DJP iPath Dow Jones-UBS Commodity Index Total Return ETN/United States
 

DNO United States Short Oil Fund
 

DOG ProShares Short Dow30
 

DVY iShares Dow Jones Select Dividend Index Fund
 

DWM WisdomTree DEFA Fund
 

DWX SPDR S&P International Dividend ETF
 

ECH iShares MSCI Chile Investable Market Index Fund
 

EEB Claymore/BNY BRIC ETF
 

EEM iShares MSCI Emerging Markets Index Fund/United States
 

EFA iShares MSCI EAFE Index Fund
 

EFG iShares MSCI EAFE Growth Index
 

EFV iShares MSCI EAFE Value Index
 

EFZ ProShares Short MSCI EAFE
 

EIS iShares MSCI Israel Capped Index Fund
 

EMB iShares JPMorgan USD Emerging Markets Bond Fund
 

EPI WisdomTree India Earnings Fund
 

EPP iShares MSCI Pacific ex-Japan Index Fund
 

EPU iShares MSCI All Peru Capped Index Fund
 

EUM ProShares Short MSCI Emerging Markets
 

EWA iShares MSCI Australia Index Fund
 

EWC iShares MSCI Canada Index Fund
 

EWD iShares MSCI Sweden Index Fund
 

EWG iShares MSCI Germany Index Fund
 

EWH iShares MSCI Hong Kong Index Fund
 

EWI iShares MSCI Italy Index Fund
 

EWJ iShares MSCI Japan Index Fund
 

EWK iShares MSCI Belgium Investable Market Index Fund
 

EWL iShares MSCI Switzerland Index Fund
 

EWM iShares MSCI Malaysia Index Fund
 

EWN iShares MSCI Netherlands Investable Market Index Fund
 

EWO iShares MSCI Austria Investable Market Index Fund
 

EWP iShares MSCI Spain Index Fund
 

EWQ iShares MSCI France Index Fund
 

EWS iShares MSCI Singapore Index Fund
 

EWT iShares MSCI Taiwan Index Fund
 

EWU iShares MSCI United Kingdom Index Fund
 

EWW iShares MSCI Mexico Investable Market Index Fund
 

EWX SPDR S&P Emerging Small Cap ETF
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EWY iShares MSCI South Korea Index Fund
 

EWZ iShares MSCI Brazil Index Fund
 

EZA iShares MSCI South Africa Index Fund
 

EZU iShares MSCI EMU Index Fund
 

FBT First Trust NYSE Arca Biotechnology Index Fund
 

FCG First Trust ISE-Revere Natural Gas Index Fund
 

FDN First Trust Dow Jones Internet Index Fund
 

FNI First Trust ISE Chindia Index Fund
 

FXA CurrencyShares Australian Dollar Trust
 

FXB CurrencyShares British Pound Sterling Trust
 

FXC CurrencyShares Canadian Dollar Trust
 

FXD First Trust Consumer Discretionary AlphaDEX Fund
 

FXE CurrencyShares Euro Trust
 

FXF CurrencyShares Swiss Franc Trust
 

FXI iShares FTSE/Xinhua China 25 Index Fund
 

FXY CurrencyShares Japanese Yen Trust
 

FXZ First Trust Materials AlphaDEX Fund
 

GAZ iPath Dow Jones-UBS Natural Gas Subindex Total Return ETN
 

GCC GreenHaven Continous Commodity Index Fund
 

GDX Market Vectors - Gold Miners ETF
 

GDXJ Market Vectors Junior Gold Miners ETF
 

GLD SPDR Gold Trust
 

GMF SPDR S&P Emerging Asia Pacific ETF
 

GML SPDR S&P Emerging Latin America ETF
 

GSG iShares S&P GSCI Commodity Indexed Trust
 

GSP iPath GSCI Total Return Index ETN
 

GUR SPDR S&P Emerging Europe ETF
 

GVI iShares Barclays Intermediate Government/Credit Bond Fund
 

GVT Grail American Beacon Large Cap Value ETF
 

GWX SPDR S&P International Small Cap ETF
 

GXC SPDR S&P China ETF
 

HAO Claymore/AlphaShares China Small Cap Index ETF
 

HYG iShares iBoxx $ High Yield Corporate Bond Fund
 

IAI iShares Dow Jones US Broker Dealers Index Fund
 

IAT iShares Dow Jones US Regional Banks Index Fund
 

IAU iShares COMEX Gold Trust
 

IBB iShares Nasdaq Biotechnology Index Fund
 

ICF iShares Cohen & Steers Realty Majors Index Fund
 

IDU iShares Dow Jones US Utilities Sector Index Fund
 

IDX Market Vectors - Indonesia Index ETF
 

IEF iShares Barclays 7-10 Year Treasury Bond Fund
 

IEI iShares Barclays 3-7 Year Treasury Bond Fund
 

IEO iShares Dow Jones US Oil & Gas Exploration & Production Index Fund
 

IEV iShares S&P Europe 350 Index Fund
 

IEZ iShares Dow Jones US Oil Equipment & Services Index Fund
 

IFGL iShares FTSE EPRA/NAREIT Developed Real Estate ex-US Index Fund
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IGE iShares S&P North American Natural Resources Sector Index Fund
 

IGF iShares S&P Global Infrastructure Index Fund
 

IGM iShares S&P North American Technology Sector Index Fund
 

IGN iShares S&P North American Technology-Multimedia Networking Index Fund
 

IGV iShares S&P North American Technology-Software Index Fund
 

IGW iShares S&P North American Technology-Semiconductors Index Fund
 

IHE iShares Dow Jones US Pharmaceuticals Index Fund
 

IHF iShares Dow Jones US Healthcare Providers Index Fund
 

IHI iShares Dow Jones US Medical Devices Index Fund
 

IJH iShares S&P MidCap 400 Index Fund
 

IJJ iShares S&P MidCap 400/BARRA Value Index Fund
 

IJK iShares S&P MidCap 400 Growth Index Fund
 

IJR iShares S&P SmallCap 600 Index Fund
 

IJS iShares S&P SmallCap 600 Value Index Fund
 

IJT iShares S&P SmallCap 600/BARRA Growth Index Fund
 

ILF iShares S&P Latin America 40 Index Fund
 

INP iPath MSCI India Index ETN
 

IOO iShares S&P Global 100 Index Fund
 

IPE SPDR Barclays Capital TIPS ETF
 

ITA iShares Dow Jones US Aerospace & Defense Index Fund
 

ITB iShares Dow Jones US Home Construction Index Fund
 

IVE iShares S&P 500 Value Index Fund
 

IVV iShares S&P 500 Index Fund/US
 

IVW iShares S&P 500 Growth Index Fund
 

IWB iShares Russell 1000 Index Fund
 

IWC iShares Russell Microcap Index Fund
 

IWD iShares Russell 1000 Value Index Fund
 

IWF iShares Russell 1000 Growth Index Fund
 

IWL iShares Russell Top 200 Index Fund
 

IWM iShares Russell 2000 Index Fund
 

IWN iShares Russell 2000 Value Index Fund
 

IWO iShares Russell 2000 Growth Index Fund
 

IWP iShares Russell Midcap Growth Index Fund
 

IWR iShares Russell Midcap Index Fund
 

IWS iShares Russell Midcap Value Index Fund
 

IWV iShares Russell 3000 Index Fund
 

IWW iShares Russell 3000 Value Index Fund
 

IWX iShares Russell Top 200 Value Index Fund
 

IWY iShares Russell Top 200 Growth Index Fund
 

IXC iShares S&P Global Energy Sector Index Fund
 

IXG iShares S&P Global Financials Sector Index Fund
 

IXJ iShares S&P Global Healthcare Sector Index Fund
 

IXN iShares S&P Global Technology Sector Index Fund
 

IXP iShares S&P Global Telecommunications Sector Index Fund
 

IYC iShares Dow Jones US Consumer Services Sector Index Fund
 

IYE iShares Dow Jones US Energy Sector Index Fund
 

IYF iShares Dow Jones US Financial Sector Index Fund
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IYG iShares Dow Jones US Financial Services Index Fund
 

IYH iShares Dow Jones US Healthcare Sector Index Fund
 

IYJ iShares Dow Jones US Industrial Sector Index Fund
 

IYK iShares Dow Jones US Consumer Goods Sector Index Fund
 

IYM iShares Dow Jones US Basic Materials Sector Index Fund
 

IYR iShares Dow Jones US Real Estate Index Fund
 

IYT iShares Dow Jones Transportation Average Index Fund
 

IYW iShares Dow Jones US Technology Sector Index Fund
 

IYY iShares Dow Jones US Index Fund
 

IYZ iShares Dow Jones US Telecommunications Sector Index Fund
 

JJC iPath Dow Jones-UBS Copper Subindex Total Return ETN
 

JJG iPath Dow Jones-UBS Grains Subindex Total Return ETN
 

JKE iShares Morningstar Large Growth Index Fund
 

JKL iShares Morningstar Small Value Index Fund
 

JNK SPDR Barclays Capital High Yield Bond ETF
 

JXI iShares S&P Global Utilities Sector Index Fund
 

KBE SPDR KBW Bank ETF
 

KCE SPDR KBW Capital Markets ETF
 

KIE SPDR KBW Insurance ETF
 

KOL Market Vectors - Coal ETF
 

KRE SPDR KBW Regional Banking ETF
 

KXI iShares S&P Global Consumer Staples Sector Index Fund
 

LQD iShares iBoxx Investment Grade Corporate Bond Fund
 

MBB iShares Barclays MBS Bond Fund
 

MBG SPDR Barclays Capital Mortgage Backed Bond ETF
 

MDY SPDR S&P MidCap 400 ETF Trust
 

MINT PIMCO Enhanced Short Maturity Strategy Fund
 

MLPI UBS E-TRACS Alerian MLP Infrastructure ETN
 

MLPN Credit Suisse Cushing 30 MLP Index ETN
 

MOO Market Vectors - Agribusiness ETF
 

MUB iShares S&P National Municipal Bond Fund
 

MXI iShares S&P Global Materials Sector Index Fund
 

MYY ProShares Short MidCap400
 

OEF iShares S&P 100 Index Fund
 

OIH Oil Services Holders Trust
 

OIL iPath Goldman Sachs Crude Oil Total Return Index ETN
 

OLO PowerShares DB Crude Oil Long ETN
 

ONEQ Fidelity NASDAQ Composite Index Tracking Stock ETF
 

PALL ETFS Palladium Trust
 

PBW Powershares WilderHill Clean Energy Portfolio
 

PCEF PowerShares CEF Income Composite Portfolio
 

PCY PowerShares Emerging Markets Sovereign Debt Portfolio
 

PFF iShares S&P US Preferred Stock Index Fund
 

PGF PowerShares Financial Preferred Portfolio
 

PGJ Powershares Golden Dragon Halter USX China Portfolio
 

PGX PowerShares Preferred Portfolio
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PHB PowerShares High Yield Corporate Bond Portfolio
 

PHO PowerShares Water Resources Portfolio
 

PHYS Sprott Physical Gold Trust
 

PID PowerShares International Dividend Achievers Portfolio
 

PIN PowerShares India Portfolio
 

PIO PowerShares Global Water Portfolio
 

PMA PowerShares Active Mega Cap Fund
 

PPH Pharmaceutical HOLDRs Trust
 

PPLT ETFS Platinum Trust
 

PQY PowerShares Active AlphaQ Fund
 

PRF Powershares FTSE RAFI US 1000 Portfolio
 

PRFZ PowerShares FTSE RAFI US 1500 Small-Mid Portfolio
 

PSQ ProShares Short QQQ
 

PVI PowerShares VRDO Tax Free Weekly Portfolio
 

PWV PowerShares Dynamic Large Cap Value Portfolio
 

PXH PowerShares FTSE RAFI Emerging Markets Portfolio
 

PZA PowerShares Insured National Municipal Bond Portfolio
 

QQQQ Powershares QQQ
 

QTEC First Trust NASDAQ-100 Technology Index Fund
 

REK ProShares Short Real Estate
 

RFG Rydex S&P Midcap 400 Pure Growth ETF
 

RJA
ELEMENTS Linked to the Rogers International Commodity Index - Agri Tot
Return

 

RJI
ELEMENTS Linked to the Rogers International Commodity Index - Total
Return

 

RKH Regional Bank HOLDRs Trust
 

RPV Rydex S&P 500 Pure Value ETF
 

RSP Rydex S&P Equal Weight ETF
 

RSX Market Vectors - Russia ETF
 

RTH Retail HOLDRs Trust
 

RWJ RevenueShares Small Cap Fund
 

RWK RevenueShares Mid Cap Fund
 

RWL RevenueShares Large Cap Fund
 

RWM ProShares Short Russell2000
 

RWR SPDR Dow Jones REIT ETF
 

RWX SPDR Dow Jones International Real Estate ETF
 

RZV Rydex S&P Smallcap 600 Pure Value ETF
 

SBB ProShares Short SmallCap600
 

SBM ProShares Short Basic Materials
 

SCHA Schwab US Small-Cap ETF
 

SCHB Schwab US Broad Market ETF
 

SCHE Schwab Emerging Markets Equity ETF
 

SCHF Schwab International Equity ETF
 

SCHX Schwab US Large-Cap ETF
 

SCZ iShares MSCI EAFE Small Cap Index Fund
 

SDY SPDR S&P Dividend ETF
 

SEF ProShares Short Financials
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SGG iPath Dow Jones-UBS Sugar Subindex Total Return ETN
 

SGOL ETFS Gold Trust
 

SH ProShares Short S&P500
 

SHM SPDR Nuveen Barclays Capital Short Term Municipal Bond ETF
 

SHV iShares Barclays Short Treasury Bond Fund
 

SHY iShares Barclays 1-3 Year Treasury Bond Fund
 

SIL Global X Silver Miners ETF
 

SIVR ETFS Silver Trust
 

SLV iShares Silver Trust
 

SLX Market Vectors - Steel Index Fund
 

SMH Semiconductor HOLDRs Trust
 

SPY SPDR S&P 500 ETF Trust
 

STPZ PIMCO 1-5 Year US TIPS Index Fund
 

SUB iShares S&P Short Term National AMT-Free Municipal Bond Fund
 

TAN Claymore/MAC Global Solar Energy Index ETF
 

TBF ProShares Short 20+ Year Treasury
 

TFI SPDR Nuveen Barclays Capital Municipal Bond ETF
 

THD iShares MSCI Thailand Index Fund
 

TIP iShares Barclays TIPS Bond Fund
 

TLH iShares Barclays 10-20 Year Treasury Bond Fund
 

TLT iShares Barclays 20+ Year Treasury Bond Fund
 

TUR iShares MSCI Turkey Index Fund
 

TUZ PIMCO 1-3 Year U.S. Treasury Index Fund
 

UDN PowerShares DB US Dollar Index Bearish Fund
 

UGA United States Gasoline Fund LP
 

UNG United States Natural Gas Fund LP
 

USO United States Oil Fund LP
 

UUP PowerShares DB US Dollar Index Bullish Fund
 

VAW Vanguard Materials ETF
 

VB Vanguard Small-Cap ETF
 

VBK Vanguard Small-Cap Growth ETF
 

VBR Vanguard Small-Cap Value ETF
 

VCIT Vanguard Intermediate-Term Corporate Bond ETF
 

VCR Vanguard Consumer Discretionary ETF
 

VCSH Vanguard Short-Term Corporate Bond ETF
 

VDC Vanguard Consumer Staples ETF
 

VDE Vanguard Energy ETF
 

VEA Vanguard Europe Pacific ETF
 

VEU Vanguard FTSE All-World ex-US ETF
 

VFH Vanguard Financials ETF
 

VGK Vanguard European ETF
 

VGT Vanguard Information Technology ETF
 

VHT Vanguard Health Care ETF
 

VIG Vanguard Dividend Appreciation ETF
 

VIS Vanguard Industrials ETF
 

VNM Market Vectors Vietnam ETF
 

VNQ Vanguard REIT ETF
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VO Vanguard Mid-Cap ETF
 

VOE Vanguard Mid-Cap Value Index Fund
 

VOT Vanguard Mid-Cap Growth Index Fund
 

VPL Vanguard Pacific ETF
 

VPU Vanguard Utilities ETF
 

VSS Vanguard FTSE All World ex-US Small-Cap ETF
 

VT Vanguard Total World Stock Index Fund ETF
 

VTI Vanguard Total Stock Market ETF
 

VTV Vanguard Value ETF
 

VUG Vanguard Growth ETF
 

VV Vanguard Large-Cap ETF
 

VWO Vanguard Emerging Markets ETF
 

VXF Vanguard Extended Market ETF
 

VXX iPATH S&P 500 VIX Short-Term Futures ETN
 

VXZ iPATH S&P 500 VIX Mid-Term Futures ETN
 

VYM Vanguard High Dividend Yield ETF
 

WIP SPDR DB International Government Inflation-Protected Bond ETF
 

XBI SPDR S&P Biotech ETF
 

XES SPDR S&P Oil & Gas Equipment & Services ETF
 

XHB SPDR S&P Homebuilders ETF
 

XLB Materials Select Sector SPDR Fund
 

XLE Energy Select Sector SPDR Fund
 

XLF Financial Select Sector SPDR Fund
 

XLG Rydex Russell Top 50 ETF
 

XLI Industrial Select Sector SPDR Fund
 

XLK Technology Select Sector SPDR Fund
 

XLP Consumer Staples Select Sector SPDR Fund
 

XLU Utilities Select Sector SPDR Fund
 

XLV Health Care Select Sector SPDR Fund
 

XLY Consumer Discretionary Select Sector SPDR Fund
 

XME SPDR S&P Metals & Mining ETF
 

XOP SPDR S&P Oil & Gas Exploration & Production ETF
 

XPH SPDR S&P Pharmaceuticals ETF
 

XRT SPDR S&P Retail ETF
 

XSD SPDR S&P Semiconductor ETF
 

YXI ProShares Short FTSE/Xinhua China 25
 

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release No. 64735 (June 23, 2011), 76 FR 38243 (June 29, 2011) (SR-
NYSE-2011-21 and SR-NYSEAmex-2011-32), http://www.sec.gov/rules/sro/bats/2011/34-64735.pdf
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2  The Exchange, other markets and FINRA will likely file to extend the pilot date for the Trading Pause
rule. The markets filed the limit up-limit down plan on April 5, 2011. See Securities Exchange Act
Release No. 64547 (May 25, 2011), 76 FR 31647 (June 1, 2011) (File No. 4-631), http://www.sec.gov/
rules/sro/nms/2011/34-64547.pdf.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 11-21

Click to open document in a browser

July 18, 2011

   TO: CHIEF EXECUTIVE OFFICERS, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

FROM: NYSE REGULATION

SUBJECT: HARMONIZATION OF RULE 351(a)-(d) AND SUPPLEMENTARY MATERIAL .10 AND .13 WITH
FINRA RULE 4530; HARMONIZATION OF RULE 409(f) WITH FINRA RULE 2232; HARMONIZATION OF
RULE 346 WITH FINRA RULE 3270

I. Purpose

The purpose of this Information Memo is to inform New York Stock Exchange, LLC (“NYSE”) and NYSE
Amex Equities LLC (“NYSE Amex Equities”) (collectively, the “Exchange”) members and member
organizations of certain rule changes recently filed with the Securities and Exchange Commission (the
“Commission”).

II. Overview of Rule Changes

In order to reduce regulatory duplication and provide for less burdensome and more efficient compliance with
member firm conduct rules and requirements, the Exchange has deleted certain Exchange rules and adopted
new rules that correspond to rules recently filed by the Financial Industry Regulatory Authority, Inc. (“FINRA”)
and approved by the Commission.

The Exchange deleted Rule 351(a)-(d) and Supplementary Material .10 and .13 (Reporting Requirements)
regarding certain member and member organization reporting requirements, and replaced it with new Rule

4530 (Reporting Requirements). 1   The Exchange also amended references to old Rule 351 in Rules 342,
401A, and 476A and deleted an unnecessary cross-reference to the old Rule in Exchange Rule 311. The rule
change became effective on July 1, 2011.

The Exchange deleted Rule 409(f) regarding certain customer transaction confirmation requirements,

and replaced it with new Rule 2232 (Customer Confirmations). 2   The Exchange also deleted the text of
Commentary .20 to Rule 411, which will no longer be applicable after the deletion of the text of Exchange
Rule 409(f). The rule change became effective on June 17, 2011.

The Exchange deleted Rule 346 (Limitations - Employment and Association with Members and Member

Organizations) and adopted new Rule 3270 (Outside Business Activities of Registered Persons). 3   The
NYSE also deleted the Rule Interpretations to old NYSE Rule 346 in their entirety. The rule change became
effective on March 14, 2011.

It should be noted that the new Rules apply to all members and member organizations whether or not the
member or member organization is a FINRA member.

Copies of the new and amended Exchange Rules are attached.

III. Description of New Rule 4530

Effective July 1, 2011, FINRA adopted FINRA Rule 4530, which is generally modeled after NYSE Rule
351(a)-(d) and NASD Rule 3070. The Exchange recently adopted FINRA Rule 4530 as Exchange Rule 4530.
For more details concerning the FINRA rule changes, see FINRA Regulatory Notice 11-06 (February 2011).
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As with old Rule 351(a)-(d), new Exchange Rule 4530 requires members and member organizations to
report certain specified events and quarterly statistical and summary information regarding written customer
complaints. New Exchange Rule 4530 also requires members and member organizations to file copies of
certain criminal actions, civil complaints and arbitration claims. However, although the new Rule states that
submissions be made to the “Exchange,” pursuant to Exchange Rule 0 references to the “Exchange” in new
Rule 4530 mean FINRA. Therefore, all required reporting and filing pursuant to new Rule 4530 should be
made to FINRA.

Members and member organizations should pay close attention to the Supplementary Material in new
Rule 4530 which addresses, among other things, reporting a firm's internal conclusions of violations (.01),
distinguishing between internal conclusions of violations and external findings (.02), reporting individual and
related events (.05), calculating monetary thresholds (.06), reporting events related to former associated
persons (.07), and reporting customer complaints (.08).

FINRA uses the information collected pursuant to new Rule 4530 for various regulatory purposes, and
it is therefore essential that members and member organizations continue to make timely and complete
submissions of required information to FINRA. Failure to comply with the requirements of new Rule 4530
could result in formal or informal disciplinary action by FINRA.

Guidelines for non-FINRA members to make the required submissions to FINRA will be provided shortly.

IV. Description of New Rule 2232

Effective June 17, 2011, FINRA adopted FINRA Rule 2232, which is modeled after Exchange Rule 409(f),
NASD Rule 2230 and NASD IM-2110-6. For more details concerning the FINRA rule changes, see FINRA
Regulatory Notice 10-62 (December 2010).

The Exchange recently adopted FINRA Rule 2232 as Exchange Rule 2232. The new Rule requires member
firms, at or before the completion of any transaction in any security effected for or with an account of
a customer, to give or send to such customer written notification (“confirmation”) in conformity with the
requirements of Rule 10b-10 of the Securities Exchange Act of 1934. A confirmation given or sent pursuant
to FINRA Rule 2232 must further disclose (1) with respect to any transaction in any NMS stock, as defined in
Rule 600 of SEC Regulation NMS, or any security subject to the reporting requirements of the FINRA Rule
6600 Series, other than direct participation programs as defined in FINRA Rule 6420, the settlement date
of the transaction; and (2) with respect to any transaction in a callable equity security, that the security is a
callable equity security and that a customer may contact the member for more information concerning the
security.

V. Description of New Rule 3270

Effective December 15, 2010, FINRA adopted NASD Rule 3030 (Outside Business Activities of an Associated
Person) as consolidated FINRA Rule 3270 and deleted FINRA Incorporated Exchange Rule 346. For more
details concerning the FINRA rule changes, see FINRA Regulatory Notice 10-49 (October 2010).

The Exchange recently deleted Rule 346 (Limitations - Employment and Association with Members and
Member Organizations) and the related Rule Interpretations to NYSE Rule 346 and adopted FINRA Rule
3270 as new Rule 3270 (Outside Business Activities of Registered Persons). New Rule 3270 prohibits any
registered person from being employed by or accepting any compensation from any person as a result of
any outside business activity, other than passive investments, unless he or she has provided prompt written
notice to his or her member firm.

VI. Staff Contacts

Questions concerning interpretations of Exchange Rules in connection with this Information Memo should be
directed to:
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• Clare Saperstein, Vice President, NYSE Regulation, Inc., 212.656.2355, or
• David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166.

Questions related to the process for making the required regulatory reports to FINRA should be directed to:

• David R. Troutner, Deputy Director, FINRA, 240.386.6404.

___________________________

NYSE Regulation, Inc

Attachment (Exchange Rules 342, 401A, 476A, 4530, 2232 and 3270).

Additions underscored

Deletions [bracketed]

*****

Rule 342. Offices—Approval, Supervision and Control

(a)-(e) No change

• • • Supplementary Material:

.10-.26 No change

.30 Annual Report and Certification.—By April 1 of each year, each member not associated with a member
organization and each member organization shall submit to the Exchange a report on the member or member
organization's supervision and compliance effort during the preceding year and on the adequacy of the
member or member organization's ongoing compliance processes and procedures. The report shall include:

(a) A tabulation of the reports pertaining to customer complaints and internal investigations made to the
Exchange during the preceding year pursuant to Rules [351(d) and (e)(ii)] 351(e)(ii) and 4530(d),

(b)-(e) No change

*****

Rule 401A. Customer Complaints

(a) For every customer complaint they receive that is subject to the reporting requirements of Rule [351(d)]
4530(d), members and member organizations must:

(1) Acknowledge receipt of the complaint within 15 business days of receiving it, and

(2) Respond to the issues raised in the complaint within a reasonable period of time.

(b)-(c) No change

*****

Rule 476A. Imposition of Fines for Minor Violation(s) of Rules

(a)-(e) No change

• • • Supplementary Material:

List of Exchange Rule Violations and Fines

Applicable Thereto Pursuant to Rule 476A

*****

• Reporting rule violations (Rules 97.40, 104A.50, 107A.30, 112A.10, 304(h)(2), 312(a), (b) & (c), 313, 345.12,
345.17, 346(c), 351, 421, 440F, G & H, 706, 4110.01, 4521, 4530 and 4560(a))
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*****

Conduct Rules

*****

Rule 4530. Reporting Requirements

(a) Each member organization shall promptly report to the Exchange, but in any event not later than 30
calendar days, after the member organization knows or should have known of the existence of any of the
following:

(1) the member organization or an associated person of the member organization:

(A) has been found to have violated any securities-, insurance-, commodities-, financial- or
investment-related laws, rules, regulations or standards of conduct of any domestic or foreign
regulatory body, self-regulatory organization or business or professional organization;

(B) is the subject of any written customer complaint involving allegations of theft or
misappropriation of funds or securities or of forgery;

(C) is named as a defendant or respondent in any proceeding brought by a domestic or foreign
regulatory body or self-regulatory organization alleging the violation of any provision of the
Exchange Act, or of any other federal, state or foreign securities, insurance or commodities
statute, or of any rule or regulation thereunder, or of any provision of the by-laws, rules or similar
governing instruments of any securities, insurance or commodities domestic or foreign regulatory
body or self-regulatory organization;

(D) is denied registration or is expelled, enjoined, directed to cease and desist, suspended
or otherwise disciplined by any securities, insurance or commodities industry domestic or
foreign regulatory body or self-regulatory organization or is denied membership or continued
membership in any such self-regulatory organization; or is barred from becoming associated with
any member organization of any such self-regulatory organization;

(E) is indicted, or convicted of, or pleads guilty to, or pleads no contest to, any felony; or
any misdemeanor that involves the purchase or sale of any security, the taking of a false
oath, the making of a false report, bribery, perjury, burglary, larceny, theft, robbery, extortion,
forgery, counterfeiting, fraudulent concealment, embezzlement, fraudulent conversion, or
misappropriation of funds, or securities, or a conspiracy to commit any of these offenses, or
substantially equivalent activity in a domestic, military or foreign court;

(F) is a director, controlling stockholder, partner, officer or sole proprietor of, or an associated
person with, a broker, dealer, investment company, investment advisor, underwriter or insurance
company that was suspended, expelled or had its registration denied or revoked by any
domestic or foreign regulatory body, jurisdiction or organization or is associated in such a
capacity with a bank, trust company or other financial institution that was convicted of or pleaded
no contest to, any felony or misdemeanor in a domestic or foreign court;

(G) is a defendant or respondent in any securities- or commodities-related civil litigation or
arbitration, is a defendant or respondent in any financialrelated insurance civil litigation or
arbitration, or is the subject of any claim for damages by a customer, broker or dealer that relates
to the provision of financial services or relates to a financial transaction, and such civil litigation,
arbitration or claim for damages has been disposed of by judgment, award or settlement for
an amount exceeding $15,000. However, when the member organization is the defendant or
respondent or is the subject of any claim for damages by a customer, broker or dealer, then the
reporting to the Exchange shall be required only when such judgment, award or settlement is for
an amount exceeding $25,000; or

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

257

http://researchhelp.cch.com/License_Agreement.htm


(H) is, or is involved in the sale of any financial instrument, the provision of any investment
advice or the financing of any such activities with any person who is, subject to a “statutory
disqualification” as that term is defined in the Exchange Act. The report shall include the name of
the person subject to the statutory disqualification and details concerning the disqualification; or

(2) an associated person of the member organization is the subject of any disciplinary action taken
by the member organization involving suspension, termination, the withholding of compensation or of
any other remuneration in excess of $2,500, the imposition of fines in excess of $2,500 or is otherwise
disciplined in any manner that would have a significant limitation on the individual's activities on a
temporary or permanent basis.

(b) Each member organization shall promptly report to the Exchange, but in any event not later than 30
calendar days, after the member organization has concluded or reasonably should have concluded that an
associated person of the member organization or the member organization itself has violated any securities-,
insurance-, commodities-, financial- or investment-related laws, rules, regulations or standards of conduct of
any domestic or foreign regulatory body or self-regulatory organization.

(c) Each person associated with a member organization shall promptly report to the member organization the
existence of any of the events set forth in paragraph (a)(1) of this Rule.

(d) Each member organization shall report to the Exchange statistical and summary information regarding
written customer complaints in such detail as the Exchange shall specify by the 15th day of the month
following the calendar quarter in which customer complaints are received by the member organization.

(e) Nothing contained in this Rule shall eliminate, reduce or otherwise abrogate the responsibilities of a
member organization or person associated with a member organization to promptly disclose required
information on the Forms BD, U4 or U5, as applicable, to make any other required filings or to respond to the
Exchange with respect to any customer complaint, examination or inquiry. In addition, member organizations
are required to comply with the reporting obligations under paragraphs (a), (b) and (d) of this Rule, regardless
of whether the information is reported or disclosed pursuant to any other rule or requirement, including the
requirements of the Forms BD or U4. However, a member organization need not report an event otherwise
required to be reported under paragraphs (a) or (b) of this Rule if the member organization discloses the
event on the Form U5, consistent with the requirements of that form.

(f) Each member organization shall promptly file with the Exchange copies of:

(1) any indictment, information or other criminal complaint or plea agreement for conduct reportable
under paragraph (a)(1)(E) of this Rule;

(2) any complaint in which a member organization is named as a defendant or respondent in any
securities- or commodities-related private civil litigation, or is named as a defendant or respondent in
any financial-related insurance private civil litigation;

(3) any securities- or commodities-related arbitration claim, or financial-related insurance arbitration
claim, filed against a member organization in any forum other than the FINRA Dispute Resolution
forum;

(4) any indictment, information or other criminal complaint, any plea agreement, or any private
civil complaint or arbitration claim against a person associated with a member organization that is
reportable under question 14 on Form U4, irrespective of any dollar thresholds Form U4 imposes for
notification, unless, in the case of an arbitration claim, the claim has been filed in the FINRA Dispute
Resolution forum.

(g) Member organizations shall not be required to comply separately with paragraph (f) in the event that any
of the documents required by paragraph (f) have been the subject of a request by the Exchange, provided
that the member organization produces those requested documents to the Exchange staff not later than 30
days after receipt of such request. This paragraph does not supersede any the Exchange rule or policy that
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requires production of documents specified in paragraph (f) sooner than 30 days after receipt of a request by
the Exchange.

• • • Supplementary Material: 

.01 Reporting of Firms' Conclusions of Violations. For purposes of paragraph (b) of this Rule, with respect
to violative conduct by a member organization, the Exchange expects a member organization to report only
conduct that has widespread or potential widespread impact to the member organization, its customers or
the markets, or conduct that arises from a material failure of the member organization's systems, policies or
practices involving numerous customers, multiple errors or significant dollar amounts. With respect to violative
conduct by an associated person, the Exchange expects a member organization to report only conduct that
has widespread or potential widespread impact to the member organization, its customers or the markets,
conduct that has a significant monetary result with respect to a member organization(s), customer(s) or
market(s), or multiple instances of any violative conduct. In addition, with respect to violative conduct by an
associated person, the reporting obligation under paragraph (b) must be read in conjunction with the reporting
obligation under paragraph (a)(2) of this Rule. If a member organization has concluded that an associated
person has engaged in violative conduct and imposes the discipline set forth under paragraph (a)(2) of this
Rule, then the member organization is required to report the event under paragraph (a)(2), and it need not
report the event under paragraph (b).

.02 Firms' Conclusions of Violations versus External Findings. Member organizations should be aware that
paragraph (b) of this Rule is limited to situations where the member organization has concluded or reasonably
should have concluded on its own that violative conduct has occurred. Paragraph (a)(1)(A) of this Rule is
limited to situations where there has been a finding of violative conduct by an external body, such as a court,
domestic or foreign regulatory body, self-regulatory organization or business or professional organization.

.03 Meaning of “Found.” The term “found” as used in paragraph (a)(1)(A) of this Rule includes among other
formal findings, adverse final actions, including consent decrees in which the respondent has neither admitted
nor denied the findings, but does not include informal agreements, deficiency letters, examination reports,
memoranda of understanding, cautionary actions, admonishments and similar informal resolutions of matters.
For example, a Letter of Acceptance, Waiver and Consent or an Order Accepting an Offer of Settlement is
considered an adverse final action. The term “found” also includes any formal finding, regardless of whether
the finding will be appealed. The term “found” does not include a violation of a self-regulatory organization
rule that has been designated as “minor” pursuant to a plan approved by the SEC, if the sanction imposed
consists of a fine of $2,500 or less, and if the sanctioned person does not contest the fine.

.04 Meaning of “Regulatory Body.” For purposes of this Rule, the term “regulatory body” refers to
governmental regulatory bodies and authorized non-governmental regulatory bodies, such as the Financial
Services Authority.

.05 Reporting of Individual and Related Events. With respect to a reportable event under paragraphs (a) or
(b) of this Rule, member organizations should not report the same event under more than one paragraph
or subparagraph. Member organizations should report the event under the most appropriate paragraph
or subparagraph. However, member organizations should be aware that they may be required to report
related events under more than one paragraph or subparagraph. For instance, if a member organization
is named as a respondent in a proceeding brought by a self-regulatory organization alleging the violation
of the self-regulatory organization's rules, the member organization would be required to report that event
under paragraph (a)(1)(C) of this Rule. In addition, if the member organization subsequently is found to have
violated the self-regulatory organization's rules, the member organization would be required to report that
finding under paragraph (a)(1)(A) of this Rule.

.06 Calculation of Monetary Thresholds. For purposes of paragraph (a)(1)(G) of this Rule, when determining
the dollar amount that would require a report, member organizations must include any attorneys fees and
interest in the total amount. In addition if the parties are subject to “joint and several” liability, the amount for
each party must be aggregated and reported, if above the dollar thresholds under paragraph (a)(1)(G), as if
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each party is separately liable for the aggregated amount. For instance, if two parties have “joint and several”
liability for $40,000, the amount reported would be $40,000 for each party.

.07 Former Associated Persons. For purposes of paragraphs (a), (b) and (d) of this Rule, member
organizations should report an event relating to a former associated person if the event occurred while
the individual was associated with the member organization. A member organization is not required to
report such an event where, based on its records or information available through Web CRD, the member
organization cannot determine that the person was an associated person of the member organization.

.08 Customer Complaints. For purposes of paragraph (a)(1)(B) of this Rule, a “customer” includes any
person, other than a broker or dealer, with whom the member organization has engaged, or has sought to
engage, in securities activities. Any written customer complaint reported under paragraph (a)(1)(B) of this
Rule also must be reported pursuant to paragraph (d) of this Rule. For purposes of paragraph (d) of this Rule,
with respect to a person, other than a broker or dealer, with whom the member organization has engaged
in securities activities, the member organization must report any written grievance by such person involving
the member organization or a person associated with the member organization. In addition, with respect
to a person, other than a broker or dealer, with whom the member organization has sought to engage in
securities activities, the member organization must report any securities-related written grievance by such
person involving the member organization or a person associated with the member organization and any
written complaint reportable under paragraph (a)(1)(B) of this Rule.

.09 Financial Related. For purposes of this Rule, the term “financial related” means related to the provision of
financial services.

.10 Meaning of “associated person of the member organization.” For purposes of this Rule, the term
“associated person of the member organization” shall have the same meaning as the terms “person
associated with a member” or “associated person of a member” as defined in Article I (rr) of the FINRA By-
Laws.

*****

Rule 2232. Customer Confirmations

(a) A member organization shall, at or before the completion of any transaction in any security effected for or
with an account of a customer, give or send to such customer written notification (“confirmation”) in conformity
with the requirements of SEA Rule 10b-10.

(b) A confirmation given or sent pursuant to this Rule shall further disclose:

(1) with respect to any transaction in any NMS stock, as defined in Rule 600 of SEC Regulation NMS,
or any security subject to the reporting requirements of the FINRA Rule 6600 Series, other than direct
participation programs as defined in FINRA Rule 6420, the settlement date of the transaction; and

(2) with respect to any transaction in a callable equity security, that:

(A) the security is a callable equity security; and

(B) a customer may contact the member organization for more information concerning the
security.

*****

Rule 3270. Outside Business Activities of Registered Persons

No registered person may be an employee, independent contractor, sole proprietor, officer, director or partner
of another person, or be compensated, or have the reasonable expectation of compensation, from any other
person as a result of any business activity outside the scope of the relationship with his or her member
organization, unless he or she has provided prior written notice to the member organization, in such form
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as specified by the member organization. Passive investments and activities subject to the requirements of
NASD Rule 3040 shall be exempted from this requirement.

• • • Supplementary Material: ———————

.01 Obligations of Member Organization Receiving Notice. Upon receipt of a written notice under Rule 3270,
a member organization shall consider whether the proposed activity will: (1) interfere with or otherwise
compromise the registered person's responsibilities to the member organization and/or the member
organization's customers or (2) be viewed by customers or the public as part of the member organization's
business based upon, among other factors, the nature of the proposed activity and the manner in which
it will be offered. Based on the member organization's review of such factors, the member organization
must evaluate the advisability of imposing specific conditions or limitations on a registered person's outside
business activity, including where circumstances warrant, prohibiting the activity. A member organization also
must evaluate the proposed activity to determine whether the activity properly is characterized as an outside
business activity or whether it should be treated as an outside securities activity subject to the requirements
of NASD Rule 3040. A member organization must keep a record of its compliance with these obligations with
respect to each written notice received and must preserve this record for the period of time and accessibility
specified in Securities Exchange Act Rule 17a-4(e)(1).

*****

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Release No. 34-64785; File No. SR-NYSE-2011-27, http://www.nyse.com/nysenotices/nyse/
ruleilings/approval;jsessionid=85AF41BE6E81700E96FB7FDEB7C4C99F?file_no=SR-NYSE-2011-27.

2  See Release No. 34-64782; File No. SR-NYSE-2011-26, http://www.nyse.com/nysenotices/nyse/
rulefilings/approval;jsessionid=85AF41BE6E81700E96FB7FDEB7C4C99F?file_no=SR-NYSE-2011-26.

3  See Release No. 34-64131; File No. SR-NYSE-2011-12, http://www.nyse.com/nysenotices/nyse/
rulefilings/approval;jsessionid=85AF41BE6E81700E96FB7FDEB7C4C99F?file_no=SR-NYSE-2011-12.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 11-20

Click to open document in a browser

July 01, 2011

   TO: ALL NYSE AND NYSE AMEX EQUITIES MEMBERS AND MEMBER

FROM: NYSE REGULATION, INC.

SUBJECT: POLICIES GOVERNING CONDUCT ON PREMISES UNDER NYSE CONTROL, INCLUDING
THE TRADING FLOOR

This Information Memo reminds all members, member organizations, and their employees of the policies
governing conduct on New York Stock Exchange LLC (“NYSE”) premises, including the NYSE and NYSE
Amex Equities trading Floor (the “Floor”). These policies include the following:

• Floor Conduct and Safety Guidelines;
• Gambling Policy;
• Prohibition Against Firearms, Illegal Weapons, and Fireworks; and
• Policy Statement Concerning Anti-Harassment and Equal Employment Opportunity.

Member organizations should provide a copy of this memorandum to all Floor employees.

Where any act described below constitutes a serious violation of the Floor Conduct and Safety requirements,
where there are repeated violations, and/or where behavior may constitute sexual harassment or bias,
discrimination, intimidation or harassment against another pursuant to the Policy Statement Concerning Anti-
Harassment and Equal Employment Opportunity (see Section IV, below), Floor Officials, after consultation
with NYSE Regulation, Inc. and/or FINRA staff (or, if the incident involves NYSE Euronext employees, NYSE
Human Resources), should not proceed under the Guidelines but rather refer the matter to FINRA or NYSE
Human Resources, as appropriate, for further review.

I. Floor Conduct and Safety Guidelines

The conduct of individuals on the Floor and other premises under NYSE control can significantly affect the
public's image of the quality, fairness and professionalism of the NYSE marketplace. In addition, the conduct
of individuals can impact the safety and welfare of others and the efficient conduct of business. For these
reasons, all persons, while on the Floor and other premises under NYSE control, shall not:

• Engage in any act or practice that may be detrimental to the interest or welfare of the Exchange; or
• Engage in any act or practice that may serve to disrupt or hinder the ordinary and efficient conduct

of business; or
• Engage in any act or practice that may serve to jeopardize the safety or welfare of any other

individual.

All members, member organizations and their Floor employees should familiarize themselves with the
following requirements and the penalties that may be imposed by Floor Officials where violations of these
requirements have occurred.

Conduct on the Floor and Other Premises under NYSE Control

Note that there is a significant change in the penalty scheme for Floor Conduct and Safety Guidelines
violations. Previously, members were subject to monetary fines while non-members were subject to badge
suspensions and Floor access denial. Under the new penalty scheme, all member organization Floor
employees, non-members as well as members, are subject only to monetary fines, except in certain specific
situations noted below where denial of Floor access may be imposed in addition to a fine.
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Two Floor Officials

Two Floor Officials, at least one of whom is an NYSE Staff Governor, Executive Floor Governor, Floor
Governor, Executive Floor Official, or Senior Floor Official may impose a penalty against any member or Floor
employee of a member organization for engaging in the following conduct:

♦ Roughhousing

Roughhousing, i.e., consensual rough play or kidding around which involves physical contact without intent to
harm, is unprofessional. Fines for roughhousing are:

• first offense: $500
• second offense: $1,000

Nonconsensual physical altercations, such as fighting, are not roughhousing and are not covered by these
Guidelines. Such conduct may be subject to informal or formal discipline by FINRA pursuant to NYSE and
NYSE Amex Rules 476 and 476A.

♦ Damage or Abuse of Floor Facilities or Equipment

Floor facilities and equipment includes but is not limited to the Display Book, the Broker Booth Support
System, Broker Handhelds, NYSE computers and screens, and telephones located at posts and booth
locations. Individuals damaging Floor facilities and equipment are subject to the following fines:

• first offense: $500
• second offense: $1,000

In addition, if warranted under the circumstances an NYSE Staff Governor and Executive Floor Governor can
also ban an individual from the Floor for one to ten business days. Individuals are also liable for repair or
replacement costs plus losses resulting from equipment unavailability during repair or replacement.

Where individual responsibility for damage cannot be determined, the member organization will be subject to
the following fines:

• first offense: $1,000
• second offense: $2,000

Firms are also liable for repair or replacement costs plus losses resulting from equipment unavailability during
repair or replacement.

♦ Use of Artificial Noisemakers, Air Horns or Electronic Amplifiers

Use of artificial noisemakers, air horns or electronic amplifiers is disruptive and unprofessional. Possession or
use of such items will result in the following fines:

• first offense: $500
• second offense: $1,000

♦ Failure to Cooperate with NYSE Security Personnel

The NYSE Security Department is responsible for the safety of all persons on premises under NYSE control.
Cooperation with NYSE Security is essential. Failure to cooperate with NYSE Security will result in the
following fines:

• first offense: $500
• second offense: $1,000

♦ Orderly Evacuation of Trading Floor
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Actions jeopardizing the safety or welfare of others during a Floor evacuation, including refusal to immediately
depart the Floor, use an assigned emergency exit, immediately depart the building, and/or go to an assigned
staging area, is impermissible and will result in the following fines:

• first offense: $500
• second offense: $1,000

One Floor Official

One Floor Official may impose a penalty for engaging in the following conduct:

♦ Practical Jokes

Practical jokes are unprofessional and strictly prohibited on the Floor. Engaging in practical jokes will result in
the following fines:

• first offense: $250
• second offense: $500

Where the practical joke is harassing, the conduct should be addressed pursuant to the Policy Statement
Concerning Anti-Harassment and Equal Employment Opportunity. See Section IV, below.

♦ Abusive or Indecorous Language and/or Behavior

Abusive or indecorous language and/or behavior is unprofessional and unacceptable on premises under
NYSE control. Such speech or actions will result in the following fines:

• first offense: $250
• second offense $500

Where the language or behavior is harassing, the conduct should be addressed pursuant to the Policy
Statement Concerning Anti-Harassment and Equal Employment Opportunity. See Section IV, below.

♦ Display/Circulation of Inappropriate Written or Graphic Material

The display or circulation of written material or graphic images, including among other things, pictures or
cartoons, which are harassing, inappropriate, offensive, and/or lewd, is strictly prohibited. This prohibition
extends to electronically displayed material such as screen savers and other electronically displayed images.
Display or circulation of inappropriate written or graphic material will result in the following fines:

• first offense: $250
• second offense: $500

Where the displayed or circulated material is harassing, the conduct should be addressed pursuant to the
Policy Statement Concerning Anti-Harassment and Equal Employment Opportunity. See Section IV, below.

♦ Registration and Identification

○ Display of Proper Identification When Entering and While on the Floor

Members and Floor employees of member organizations are required to show their NYSEissued photo
identification card when entering the building. The identification card must also be prominently displayed, with
the photo visible, while on NYSE premises including the Floor. Use of a Floor badge belonging to another
member or Floor employee to enter or exit the Floor is also strictly prohibited. Failure to comply with these
requirements will result in following fines:

• first offense: $250
• second offense: $500
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○ Employment of Clerical Personnel

Visitor's badges are not acceptable identification cards for Floor employees. All Floor employees of member
organizations must be properly registered with the NYSE and approved prior to admittance to the Floor.
Floor employees of member organizations are required to file electronically with Web CRD©. Temporary
Floor employees (including temporary trading assistants) are subject to the same registration and other
requirements as all other Floor employees. (A package containing all required forms and instructions may
be obtained from FINRA's Qualifications and Registrations Department.) . Failure to comply with these
requirements will result in the following fines:

• first offense: $1,000
• second offense: $2,000

○ Surrender of Exchange-Issued Identification Card

Pursuant to NYSE and NYSE Amex Equities Rule 35.80, members and member organizations must
notify the NYSE Security Office immediately but not longer than 24 hours after a member's or Floor
employee's termination, cancellation of an Exchange-issued identification card prior to expiration, or re-
assignment to non-Floor functions. Members and member organizations must also surrender the NYSE-
issued identification card within 24 hours of the termination, cancellation or re-assignment. Failure to comply
with these requirements will result in the following fines:

• first offense: $1,000
• second offense: $2,000

♦ Visitors

Members and member organizations assume full responsibility for visitors to the Floor and must take
reasonable steps to ensure compliance with the policies outlined herein. Members or properly designated
member firm Floor employees (such as Listed Company Relations or Customer Relations staff) must escort
and accompany visitors throughout their entire visit, taking particular care to avoid highly active areas
(including active crowds and fringe areas of activity).

A member organization's failure to comply with these requirements will result in the following fines:

• first offense: $500
• second offense: $1,000

An individual's failure to comply with these requirements will result in the following fines:

• first offense: $250
• second offense: $500

○ Issuance and Surrender of Visitor's Pass

Members or member organizations sponsoring a visitor to the Floor must obtain approval from an officer of
NYSE Euronext or NYSE Regulation, an NYSE Staff Governor, Executive Floor Governor, Floor Governor,
Executive Floor Official or Senior Floor Official. See NYSE and NYSE Amex Equities Rule 37. A visitor's pass
must also be obtained from NYSE Security. Both the sponsor and the person approving the visit must sign
the visitor's pass. Visitors' passes must be returned to NYSE Security at the end of the visit and on the same
day the pass was issued.

○ Visitor Dress Requirements

All visitors to the Floor must comply with the applicable Code of Personal Appearance and Dress Code (see
below).

♦ Unauthorized Photography, Video and/or Audio Recording
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Flash photography, video and audio recording are not permitted on the Floor. Failure to abide by this
prohibition or tolerating a member-sponsored visitor engaging in prohibited activity will result in the following
fines:

• first offense: $250
• second offense: $500

♦ Representation on the Floor

All members or member organizations having a telephone space on the Floor must designate a
representative on the Floor between 30 minutes prior to the open and 30 minutes after the close, or such
other period as may from time to time be prescribed by the NYSE, or until all reports due the member
organization have been received, whichever is later. DMM representatives should have access to the unit's
books and records. All representatives must have the authority to resolve and close out open or questioned
items. Failure to adhere to these provisions by a member organization will result in the following fines:

• first offense: $1,000
• second offense: $2,000

♦ Unauthorized Solicitation or Sale of Goods or Services

Sale or solicitation of products or services on the Floor must be authorized by an NYSE Staff Governor,
Executive Floor Governor, Floor Governor, Executive Floor Official, or Senior Floor Official. Failure to adhere
to this guideline will result in the following fines:

• first offense: $250
• second offense: $500

♦ Smoking

Smoking is strictly prohibited on all NYSE premises, including the Floor. Failure to abide by this prohibition
will result in the following fines:

• first offense: $250
• second offense: $500

♦ Running

Running is prohibited at all times on the Floor. Failure to abide by this prohibition will result in the following
fines:

• first offense: $250
• second offense: $500

♦ Possession/Consumption of Alcoholic Beverages

Possession and/or consumption of any alcoholic beverage on the Floor during business hours as defined in
Rule 51 is strictly prohibited. Failure to abide by this prohibition will result in the following fines:

• first offense: $250
• second offense: $500

♦ Food and Drink
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Food and drink, while allowed on the Floor, should be consumed at the booth or post. Food and drink may
not be brought into the crowd or consumed while walking across the Floor. Failure to comply with these
limitations will result in the following fines:

• first offense: $250
• second offense: $500

♦ Code of Personal Appearance and Dress Code

Members and Floor employees of member organizations are required to dress professionally and adhere to
the following dress code, as the Exchange may from time to time modify:

Shorts, T-shirts, tank tops or other casual shirts are not acceptable.

Flip flops, casual beach or boat shoes are not acceptable.

Members and Floor employees of member organizations are also responsible for their guests' adherence to
the foregoing dress code.

Failure to comply with these requirements will result in the following fines:

• first offense: $250
• second offense: $500

Procedures for Handling Violations

When a Floor Official, Senior Floor Official, Executive Floor Official, Floor Governor, NYSE Staff Governor
or Executive Floor Governor observes or receives information of a possible violation of the Floor Conduct
and Safety Policy requirements, and determines, after appropriate inquiry, that a violation has occurred, the
following steps should be taken:

• The Floor Official, Senior Floor Official, Executive Floor Official, Floor Governor, NYSE Staff
Governor or Executive Floor Governor shall report the action to FINRA's On-Floor Surveillance Unit
(OFSU) and determine if there have been any prior offenses.

• The Floor Official, Senior Floor Official, Executive Floor Official, Floor Governor, NYSE Staff
Governor or Executive Floor Governor shall inform the individual or firm involved (and OFSU) of the
penalty.

• In cases involving denial of Floor access, the Floor Official, Senior Floor Official, Executive Floor
Official, Floor Governor, NYSE Staff Governor or Executive Floor Governor shall inform NYSE
Security. NYSE Security should deactivate the Exchange-issued identification card at the close of
trading on the day on which the individual is notified of the suspension.

• Fines are payable to NYSE Euronext, Inc. and sent within three business days to the NYSE
Treasury Department, 20 Broad Street, 9 th Floor, New York, NY 10005. Failure to pay fines in a
timely manner may result in revocation of Floor access.

If an individual seeks to contest a determination, an NYSE Staff Governor or Executive Floor Governor
not involved in the original determination (or, if all NYSE Staff Governors and Executive Floor Governors
are absent, a Floor Governor, Executive Floor Official, or Senior Floor Official not involved in the original
determination) should arrange for a panel of three Floor Governors, Executive Floor Officials, or Senior Floor
Officials not involved in the original determination to review the action. Both the individual and the Floor
Official, Senior Floor Official, Executive Floor Official, Floor Governor, NYSE Staff Governor or Executive
Floor Governor involved in the original determination must appear before the three person panel. If the panel
concurs that a violation occurred and the individual disagrees, the next level of appeal would be the NYSE
Euronext Board of Directors Committee for Review. FINRA OFSU should be informed of all appeal review
requests and results.
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II. NYSE Prohibition on Gambling

Promoting or participating in certain gambling activities on the Trading Floor or other premises under NYSE
control is strictly prohibited by the Floor Conduct and Safety Guidelines and NYSE and NYSE Amex Rules,
including but not limited to Rule 476(a)(7) (“NYSE and NYSE Amex Rules and Policies”).

Gambling is a criminal offense in New York and also a violation of NYSE and NYSE Amex Rules and Policies
when a person, in a capacity other than as a participant or “player,” operates, promotes or advances a
gambling enterprise or activity with the agreement or understanding that they will receive money, property or
otherwise share in the proceeds of the gambling activity pursuant to the agreement or understanding.

Any remuneration or payment, including tips or gratuities to the individual advancing or promoting the
gambling activity made pursuant to any custom or practice, can constitute an agreement or understanding
to participate in the proceeds of gambling activity. For example, a sporting event pool where the participants
purchase participation in the pool and each of the persons who win pay the person who organizes and
promotes the pool an amount of money equal to a percentage of their winnings would be criminal and violate
NYSE and NYSE Amex Rules and Policies. Other examples of prohibited gambling activity include schemes
such as bookmaking, numbers games, or other organized for-profit betting activity relating to sporting
activities, other outside events or games of chance.

Telephones, computers, or other communications devices or business equipment located on the Trading
Floor or other premises under NYSE control may not be used for any prohibited gambling activities. Further,
the display or visible possession of gambling devices such as pool boxes, betting slips, etc. used in any
gambling activity is also strictly prohibited on the Floor or other premises under NYSE control.

Members and member organizations are reminded that the NYSE's Floor Conduct and Safety Guidelines
require that all persons, while on the Floor or on other premises under NYSE control, refrain from engaging in
any act or practice that may be detrimental to the interest or welfare of the NYSE.

If you have any questions about whether a particular activity is prohibited, you should consult with your firm's
compliance officer, senior manager, and/or legal counsel.

III. NYSE Policy Prohibiting the Possession of Firearms, Illegal Weapons and Fireworks

The NYSE is committed to maintaining a safe and secure working environment. Accordingly, possession
of any firearm, ammunition, or weapon prohibited by the New York State Penal Law or New York City
Administrative Code, or any other item considered dangerous by NYSE Security, including fireworks, is
strictly prohibited on NYSE premises, including the Floor. Possession of a valid firearms permit does not
waive or modify this policy. Violations of this policy can result in arrest, detention, expulsion from NYSE
premises or facilities, and/or disciplinary action by FINRA.

IV. Policy Statement Concerning Anti-Harassment and Equal Employment Opportunity

NYSE Euronext is committed to providing a work environment throughout its premises, including the Floor,
free of bias, discrimination, intimidation or harassment. In this regard, the NYSE promotes equal employment
opportunities, prohibits discriminatory practices including harassment and complies with all relevant Federal,
State, and local laws.

Consistent with the NYSE's respect for the rights and dignity of each employee, harassment based on race,
color, religion, sex, sexual orientation, national origin, age, people with disabilities, marital status, citizenship,
genetic predisposition or carrier status, or any other characteristic protected by law, will neither be sanctioned
nor tolerated.

Sexual Harassment
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Sexual harassment is strictly prohibited by law. Sexual harassment has been defined by government
regulation as “unwelcome sexual advances, requests for sexual favors, and other verbal or physical conduct
of a sexual nature when (a) submission to such conduct is made, either explicitly or implicitly, a term or
condition of an individual's employment; (b) submission to or rejection of such conduct is used as the
basis for employment decisions affecting such individual; or (c) such conduct has the purpose or effect
of unreasonably interfering with the individual's work performance or creating an intimidating, hostile, or
offensive work environment.”

Types of Behavior That May Constitute Sexual Harassment

Sexual harassment may include a range of subtle and not so subtle behaviors and may involve individuals
of the same or different gender. Depending on the circumstances, these behaviors may include, but are not
limited to:

• unwanted sexual advances or requests for sexual favors;
• sexual jokes and innuendo;
• verbal abuse of a sexual nature;
• commentary about an individual's body, sexual prowess or sexual deficiencies;
• leering, catcalls or touching;
• insulting or obscene comments or gestures;
• display or circulation in the workplace of sexually suggestive objects or pictures (including through

e-mail and/or Exchange systems); and
• other conduct of a sexual nature.

Sex-based harassment - that is, harassment not involving sexual activity or language (e.g., male manager
yells only at female employees and not males) - may also constitute sexual harassment if it is severe or
pervasive and directed at employees because of their gender.

Other Forms of Harassment

Harassment on the basis of any other legally-protected characteristic is also strictly prohibited. Under this
policy, harassment is verbal or physical conduct that denigrates or shows hostility or aversion toward an
individual because of his/her race, color, religion, sex, sexual orientation, national origin, age, disability,
marital status, citizenship, predisposition to, or status as a carrier of, a genetic condition, or any other
characteristic protected by law and that: (i) has the purpose or effect of creating an intimidating, hostile, or
offensive work environment; (ii) has the purpose or effect of unreasonably interfering with an individual's work
performance; or (iii) otherwise adversely affects an individual's employment.

Types of Behavior May Constitute Other Forms of Harassment

Harassing conduct includes, but is not limited to:

• epithets, slurs, or negative stereotyping;
• threatening, intimidating or hostile acts; and
• written or graphic material (including e-mail), remarks, jokes or teasing that denigrates or shows

hostility or aversion toward an individual or group.

Members and employees of member organization found to have engaged in sexual or any other form of
harassment will be formally or informally disciplined pursuant to NYSE and NYSE Amex Rules 476 and 476A.

Retaliation Is Prohibited

The NYSE prohibits retaliation against an employee, or other person who makes a complaint or report of
harassment or participates in the investigation of such a complaint or report. Retaliation against an individual
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who reports a claim of harassment or cooperates in a subsequent investigation will not be tolerated by the
NYSE and will itself be subject to appropriate discipline.

Finally, this policy may not be used as a basis for excluding or separating individuals from participating in
business or work-related social activities or discussions in order to avoid allegations of harassment.

Individuals Covered

In addition to applying to all NYSE employees, the Exchange's policy prohibits discrimination, including
harassment, and retaliation by other persons on Exchange premises, including, but not limited to, members,
employees of member organizations who work on the Trading Floor, persons whose services are temporarily
utilized by the NYSE or a member organization; and persons not directly related to the NYSE who may visit
the trading Floor, including, for example, a vendor, consultant, customer, or guest. The recipient, as well as
the initiator, of allegedly harassing behavior may belong to any of these groups.

Members, employees of member organizations, and other persons subject to the jurisdiction of the NYSE
who are found to have engaged in harassment or any other conduct that violates this policy will be subject to
appropriate disciplinary action in accordance with NYSE and NYSE Amex Rules.

Complaint Procedure

The NYSE maintains a complaint procedure for addressing incidents, or perceived instances, of sexual or
any other form of harassment or discrimination. Any member, member organization Floor clerk or NYSE
employee who believes that he or she has been the subject of sexual or any other form of harassment or
discrimination by anyone at the NYSE (regardless of position) or by any person who does business with the
NYSE, should utilize the NYSE's complaint procedure described below by promptly bringing such complaint
to the attention of the appropriate person before the conduct becomes severe or pervasive.

If either the complainant or the person against whom the allegation or complaint of harassment,
discrimination, or retaliation on NYSE premises is made is a member, employee of a member organization,
or other person subject to the jurisdiction of the NYSE, it should promptly brought to the attend of any
Exchange Floor Official and/or OFSU. If either the complainant or the person against whom the allegation
or complaint of harassment, discrimination, or retaliation on Exchange premises is made is an employee of
NYSE Euronext or NYSE Regulation, it should promptly be reported to Human Resources at 212.656.2007.

When a complaint is brought to the attention of Human Resources,, the NYSE is committed to conducting
a prompt, thorough and impartial investigation of the alleged incident and to taking prompt and appropriate
corrective action (including discipline up to and including discharge) if warranted. To the extent consistent
with adequate investigation and appropriate corrective action, any complaints of harassment will be treated as
confidential.

Members, employees of member organizations and NYSE employees and staff have an obligation to take
advantage of this complaint procedure. Failure to fulfill this obligation could affect the individual's right to
pursue legal action. Early reporting and intervention have proven to be the most effective method of resolving
actual or perceived incidents of harassment. The NYSE strongly urges the prompt reporting of complaints or
concerns so that rapid and constructive action can be taken. The NYSE will make every effort to stop alleged
harassment before it becomes severe or pervasive but can only do so with the cooperation of members,
employees of member organization and Euronext staff.

The availability of the NYSE's complaint procedure does not preclude individuals who believe they are being
subjected to harassing conduct from promptly advising the offender that his or her behavior is unwelcome and
requesting that it be discontinued.

Policy Implementation
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To assist the NYSE in maintaining a workplace throughout its premises, including the Trading Floor, that
is free of discrimination, harassment, and retaliation, members and member organizations must educate
their personnel, including their partners, employees, and agents on the trading Floor, about this policy, and
periodically review it with them. NYSE will vigorously enforce this policy.

Finally, this policy may not be used as a basis for excluding or separating individuals of from participating in
business or work-related social activities or discussions in order to avoid allegations of harassment

V. Staff Contacts

General questions about the foregoing policies should be directed to:

• Patricia M. Bergholc, Director, FINRA Market Regulation, 917.281.3054; or
• Clare Saperstein, Vice President, NYSE Regulation, Inc., 212.656.2355; or
• David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166 or
• Frank DeGarcia, Vice President, NYSE Operations, 212.656.6852; or
• Nicholas Brigandi, Managing Director, NYSE Operations, 212.656.4533; or
• Rodolfo Mass, Managing Director, NYSE Operations, 212.656.4625.

Where specific contacts are noted within the body of a policy, the individual named should be contacted.

____________________________

NYSE Regulation, Inc

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 11-19

Click to open document in a browser

June 30, 2011

   TO: ALL NYSE AND NYSE AMEX EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW RULE 80B CIRCUIT BREAKER LEVELS FOR THIRD QUARTER 2011

EFFECTIVE July 1, 2011 through September 30, 2011

Rule 80B trading halts will be triggered when the Dow Jones Industrial Average (“DJIA”) declines below its
closing value on the previous trading day by:

1,200 points (Level 1)

2,400 points (Level 2)

3,650 points (Level 3)

NYSE and NYSE Amex Equities Rule 80B

Whenever a Rule 80B circuit breaker is in effect, trading in all stocks on NYSE and NYSE Amex Equities will
halt for the time periods specified below.

Level 1 Halt

• anytime before 2:00 p.m. - one hour;
• at or after 2:00 p.m. but before 2:30 p.m. - 30 minutes;
• at or after 2:30 p.m. - trading shall continue, unless there is a Level 2 Halt.

Level 2 Halt

• anytime before 1:00 p.m. - two hours;
• at or after 1:00 p.m. but before 2:00 p.m. - one hour;
• at or after 2:00 p.m. - trading shall halt and not resume for the rest of the day.

Level 3 Halt

• at any time - trading shall halt and not resume for the rest of the day.

A complete discussion of the calculation of trigger values for Rule 80B was published in NYSE Information
Memo No. 98-15, dated April 13, 1998, http://www.nyse.com/nysenotices/nyse/information-memos/pdf?
memo_id=98-15.

Questions concerning this Information Memo should be directed to Patricia Bergholc, FINRA Market
Regulation, at (917) 281-3054, or David De Gregorio, NYSE Regulation, at (212) 656-4166.

___________________________

NYSE Regulation, Inc

Attachment: Rule 80B Card 7/1/11

Copyright 2019, NYSE Group, Inc. All rights reserved.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 11-18

Click to open document in a browser

June 30, 2011

   TO: ALL NYSE AND NYSE AMEX EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

FROM: NYSE REGULATION

SUBJECT: SEC RULE 15c3-5 GOVERNING SUPERVISION OF MARKET ACCESS - LIMITED EXTENSION
OF COMPLIANCE DATE FOR CERTAIN REQUIREMENTS

New York Stock Exchange LLC (“NYSE”) and NYSE Amex Equities LLC (“NYSE Amex”) (collectively, the
“Exchange”) reminds members and member organizations that the Securities and Exchange Commission

(“SEC”) recently extended the compliance date for certain requirements set forth in SEC Rule 15c3-5 1  
concerning risk management controls for brokers or dealers with market access. The compliance date
remains July 14, 2011 for all provisions of Rule 15c3-5 not subject to this limited extension.

The SEC recently approved extending the compliance date, until November 30, 2011, for all of the
requirements of Rule 15c3-5 for fixed income securities, and the requirements of Rule 15c3-5(c)(1)(i) for all

securities. 2   The SEC extended the compliance date for these aspects of the rule to give broker-dealers with
market access additional time to develop, test, and implement the relevant risk management controls and
supervisory procedures required under Rule 15c3-5.

___________________________

NYSE Regulation, Inc

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  For more information, see Information Memo 11-13 (May 16, 2011), http://www.nyse.com/nysenotices/
nyse/information-memos/pdf?memo_id=11-13.

2  See Securities Exchange Act Release No. 64748 (June 27, 2011), 76 FR 38293 (June 30, 2011)
(S7-03-10) http://www.sec.gov/rules/final/2011/34-64748.pdf.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 11-17

Click to open document in a browser

June 27, 2011

  

 TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: FUTURES COMMISSION MERCHANT REPORTING OBLIGATIONS

This Information Memorandum reminds members and member organizations of the obligation to confirm and/
or update their list of Futures Commission Merchants (“FCMs”) on a semi-annual basis, and also broadens
this requirement to include all such individuals engaging in program trading of index futures. This Information
Memorandum supersedes Information Memorandum 10-2 (January 6, 2010), and the relevant portions of
Information Memorandum 3-09 (March 17, 2003).

FINRA must have current and accurate identification information for FCMs engaged in program trading
of index futures on behalf of members and member organizations. Please note that this is a broader
requirement than stated previously where it was limited to FCMs executing agency and proprietary index

futures. 1   This requirement applies even after the member or member organization is no longer obligated to

report program trading. 2 

Members and member organizations are reminded that they must confirm FCM information a minimum of
twice annually, beginning on the last trading days in June and December, respectively, utilizing the FCM
application in the Electronic Filing Platform, which replaced the DPTR application on March 21, 2011. The
FCM application functions in the same way as the former DPTR application, with members and member
organizations retaining their former user ID and password combinations.

Members and member organizations are also reminded that they must promptly submit written updates
regarding FCMs lists to the FINRA Market Regulation Department personnel identified below. If changes
were made to the existing FCMs list between the last and current FCM update, the member or member
organization should report such changes. If no changes were made, the member or member organization
should confirm such. Members and member organizations have until the end of July and January,
respectively, to complete their update.

The above-referenced written notifications and/or questions regarding program trading may be directed to the
following FINRA contacts:

• Michael Graham, Director, FINRA Market Regulation, 917.281.3074, michael.graham@finra.org; or
• Anita Bak, Regulatory Specialist, FINRA Market Regulation, 917.281.3053, anita.bak@finra.org.

______________________________

NYSE Regulation, Inc

Links:

InfoMemo: 10-2 http://www.nyse.com/nysenotices/nyse/information-memos/pdf?memo_id=10-2

InfoMemo: 09-31 http://www.nyse.com/nysenotices/nyse/information-memos/pdf?memo_id=09-31

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Footnotes

1  See Information Memorandum 10-2 (January 6, 2010) (“FCM Reporting Obligations”) (Linked).
2  See Information Memorandum 09-31 (June 24, 2009) (“Decommissioning of the DPTR”) (Linked).
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 11-16
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June 20, 2011

   ATTENTION:

TO: ALL NYSE AND NYSE AMEX EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: RUSSELL RECONSTITUTION- JUNE 24, 2011

IMPORTANT - READ IN ENTIRETY PLEASE SHOW TO YOUR
COMPLIANCE OFFICER AND HEAD OF TRADING OPERATIONS

I. Purpose

Following the close of trading on June 24, 2011, the Russell Investment Group will reconstitute certain of
its indices, including the Russell 3000® Index and the Russell Microcap® Index. This reconstitution may
significantly affect the volume of trading on the New York Stock Exchange LLC (“NYSE”) and NYSE Amex
Equities LLC (“NYSE Amex Equities”) (collectively, the “Exchange”), particularly leading into the close on
June 24.

This Information Memorandum reminds members and member organizations of certain Exchange Rules and
policies regarding:

• entry and cancellation of market-on-close/limit-on-close (“MOC/LOC”) and Closing Offset (“CO”)
orders;

• publication of on-the-close imbalances; and
• printing the closing transaction.

This memorandum also provides guidance on possible system interruption scenarios and the operation of
certain Exchange Rules and policies in the event that such a scenario occurs.

II. Background

Reconstitution of certain Russell Indexes will take effect after the close of U.S. equity markets on June 24,
2011. On June 10, 2011, the Russell Investment Group published a preliminary list of additions and deletions
to the Russell 3000 and Microcap Indices. The Exchange expects that during the trading day on June 24,
and especially at or near the Close, significant trading volume associated with portfolio rebalancing will be
initiated based upon those lists. Based on the preliminary lists, 50 NYSE-listed stocks and 32 NYSE Amex
Equities-listed stocks will be added to or deleted from the indices, though more stocks could be impacted by
the reconstitution.

III. Exchange Rules and Policies Relating to the Close

a. MOC/LOC and CO Order Entry and Cancellation

Exchange Rule 123C (Closing Procedures) applies to the close on June 24, subject to the contingency
scenarios outlined below in the event of a systems outage. In addition, although certain categories of
imbalance publications (such as Informational Imbalances) require prior Floor Official approval, given the
number of imbalance publications expected and the sensitivity surrounding the Close on June 24, DMMs are
encouraged to consult with and receive the approval of a Senior Floor Official or higher.

While the Exchange expects its systems to operate normally on June 24, in the unlikely event of a systems
interruption leading into or at the Close, the Closing Procedures set out in Exchange Rule 123C would apply
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in the event the Exchange declared a regulatory halt in one or more securities. In the event that one or both
marketplaces invokes their exemptive powers under Exchange Rule 123C(9) (Closing Procedures - Extreme
Order Imbalances at or Near the Close), the terms of that rule would govern the handling of orders at the
Close. See Section d below.

In connection with the entry of MOC/LOC and CO orders generally, members and member organizations
should pay particular attention to the following:

• A “published imbalance” is an imbalance that has been disseminated to the Tape. An imbalance
that is announced orally or physically posted at the panel is not considered to be a published
imbalance. The Exchange Order Imbalance Information product, a data feed of real-time order
imbalances that accumulate prior to the opening of trading on the Exchange and prior to the close of
trading on the Exchange, does not constitute a “published imbalance.”

• Brokers and traders are reminded that, while they should enter orders as early in the day as
possible, all MOC/LOC orders (unless to offset a published imbalance) must be entered by 3:45

p.m. 1 
• Entering MOC/LOC orders early provides DMMs with the opportunity to more quickly identify

potential order imbalances that might exist at the Close and to disseminate that information. This,
in turn, enables brokers and traders to more effectively identify potential offsetting customer interest
that could mitigate any imbalance. MOC/LOC and CO orders entered prior to 3:45 p.m. may be
canceled or reduced prior to that time for any reason.

• After 3:45 p.m., MOC/LOC orders may be entered only to offset a security's published imbalance,
while CO orders may be entered in any amount on either side of the market. During this time period,

MOC/LOC and CO orders may be canceled or reduced in size only to correct a legitimate error. 2

   Please note that FINRA will continue to closely monitor the cancellation of MOC/LOC and CO
orders pursuant to Exchange Rules.

• After 3:58 p.m., MOC/LOC and CO orders may not be cancelled or reduced in size for any reason,
except in accordance with Exchange Rule 123C(9).

• In the event of a trading halt effective at 3:45 p.m. or later, MOC/LOC orders may be entered only to
offset a published imbalance. CO orders, however, may be entered in any amount on either side of
the market. See Exchange Rule 123C(2)(c).

b. Imbalance Publications 3 

Exchange Rule 123C(5) provides for the publication of order imbalances as described below. In the event of a
system interruption, the times and requirements listed here may change.

1. Informational Imbalance Publications between 3:00 p.m. and 3:45 p.m.

Between 3:00 p.m. and 3:45 p.m., DMMs are encouraged to issue Informational Imbalance Publications of
any size if they believe that there could be significant price dislocation at the Close. These publications are
informational only and do not limit MOC/LOC or CO order entry or cancellation before 3:45 p.m. DMMs who
wish to issue Informational Imbalance Publications must obtain prior approval from a Floor Official or qualified
Exchange employee (see Exchange Rule 46.10) prior to issuance. As volume may be greater than normal on
June 24, 2011, DMMs should issue Informational Imbalance Publications as early as possible.

2. Mandatory MOC/LOC Imbalance Publications at 3:45 p.m.

As soon as practicable after 3:45 p.m., Exchange systems will publish any MOC/LOC imbalance of 50,000
shares or more for NYSE-listed securities and 25,000 shares or more for NYSE Amex Equities listed
securities. Other significant imbalances of lesser size (e.g., less than 50,000/25,000 shares but significant
relative to the average daily trading volume (“ADTV”) of a particular security) may be published by the DMM
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with Floor Official or qualified Exchange employee approval. 4   In addition, any Informational Imbalance
Publication issued prior to 3:45 p.m. must be updated at 3:45 p.m. Exchange systems will publish an
imbalance of 50,000 shares (NYSE), 25,000 shares (NYSE Amex Equities) or more. If there is an imbalance
of any lesser size that is significant relative to the ADTV of the stock, it may be published by the DMM with
prior Floor Official or qualified Exchange employee approval. If there is no such imbalance, a “no imbalance”
indication must be issued by the DMM.

3. Mandatory MOC/LOC Imbalance Publications after a Trading Halt

If a trading halt is in effect at 3:45 p.m. but is lifted prior to the Close, any MOC/LOC imbalance of 50,000
shares (NYSE), 25,000 shares (NYSE Amex Equities), or more will be published, and any imbalance of
lesser size if significant relative to the ADTV may be published by the DMM as soon as possible after trading
reopens, subject to prior Floor Official or qualified Exchange employee approval. If the trading halt is not lifted
before the Close, there will not be any imbalance publications.

4. Exchange Publication of Order Imbalance Information

In addition to the Informational Imbalance and Mandatory MOC/LOC Imbalance Publications described
above, the Exchanges also make available real-time Order Imbalance Information prior to the Close in
accordance with Exchange Rule 123C(6). These publications take place approximately every five (5) seconds
between 3:45 p.m. and 4:00 p.m. The Order Imbalance Information publications use a reference price (see
Exchange Rule 123C(6)(a)(iii)) in order to indicate how many shares would be needed to close the security at

that price, including MOC, marketable LOC and CO orders. 5   Beginning at 3:55 p.m., the Order Imbalance
Information publications also include stop orders, d-Quotes and all other e-Quotes containing pegging

instructions eligible to participate in the closing transaction. 6 

As noted above, Order Imbalance Information publications are solely for informational purposes and off-
setting interest must not be submitted in response to Order Imbalance Information publications. Off-setting
MOC/LOC interest may be submitted only as described in this memo in response to a Mandatory MOC/LOC
Imbalance Publication issued at 3:45 p.m. or after a trading halt in accordance with Rule 123C(2).

c. Printing the Closing Transaction

1. Exchange Rules 116.40 and 123C(8)

DMMs are reminded that the closing transaction must be printed consistent with Exchange Rules 116.40
and 123C(8) and must accurately reflect both the closing price and closing volume when printing the closing

transaction. 7 

2. Verbal Interest and e-Quotes at the Close

DMMs should take all interest, including verbal, e-Quoted and Display Book interest, into account when
formulating the Close. Depending on whether it is marketable or not, verbal interest may be handled
differently than e-Quoted interest at the Close. Marketable verbal interest is included with all market and MOC
interest at the Close, while limited verbal interest and e-Quotes are on parity with limit orders. DMMs are
reminded that verbal interest from a Floor broker should be handled one of two ways: entered into GTM by
NYSE Floor Operations staff or into the crowd field of the Closing template by the DMM.

Pursuant to Rule 342, members and member organizations must ensure that they have adequate written
policies and procedures in place to detect, deter and prevent conduct inconsistent with the guidance set forth
above. Any member who believes that the above procedures have not been adhered to should report his or
her concern to the FINRA On-Floor Surveillance Unit.

3. Orders to Offset MOC/LOC Imbalances at the Close to Mitigate Price Disparity
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Exchange Rule 902 (Off Hours Trading Orders) provides for entry of orders after the Close. Rule 902(a)(ii)(B)
permits DMMs to include in the calculation of the Close legitimate market interest that has agreed to offset
all or part of any MOC imbalance that existed prior to the Close at 4:00 p.m. The DMM's use of this offsetting
interest to minimize significant price dislocation on the Close will result in a closing-price coupled order
between the DMM and member, member organization or customer. If the member, member organization
or customer agrees, the DMM may include this interest in offsetting an imbalance when setting the closing
price and increase DMM participation in the closing print to the extent of the new contra interest. After the
Close, the DMM will liquidate or cover the related dealer position, and the member, member organization or
customer will acquire the position. Such closing-price coupled orders are executed at the Ramp.

It is important to note that Rule 902 may not be relied on for the entry of an order after the Close when there
is no MOC/LOC imbalance or when the imbalance would not result in volatility and/or price dislocation. In
addition, it cannot be used if the Close has already been printed.

d. Extreme Order Imbalances at or Near the Close

In order to avoid significant dislocation in the closing price that may result from an order entered or
represented at or near the Close, Exchange Rule 123C(9) permits the Exchange, on a security-by-security
basis, to temporarily suspend the hours of operation under Rule 52 so that offsetting interest may be solicited
from both on-Floor and off-Floor participants and entered to reduce the size of the imbalance. Extensions
of trading under Rule 123C(9) may be designated by the Exchange for a specific time period up to 30
minutes after the scheduled close. Off-setting interest is solicited using Exchange Trader Updates as well
as messages sent directly to Floor broker hand-held devices. These Exchange issued solicitation requests
include information regarding security symbol, the imbalance amount and side, the last sale price, and a
designated order acceptance cutoff time (generally five minutes from the issuance of the solicitation request).
Offsetting interest submitted in response to an Exchange-issued solicitation request must be a limit order
priced no worse than the last sale, irrevocable and entered no later than the order acceptance cut-off time
indicated in the solicitation request. Exchange systems will accept interest entered electronically after 4:00
p.m. only if Rule 123C9(a)(1) is invoked.

Exchange systems will not verify side or price, and will not block post-4:00 p.m. cancellation of interest
submitted under this rule. Therefore, member and member organizations entering such interest are
responsible for ensuring compliance with the rule, such that the only interest that may be entered in response
to such a solicitation request is: (i) offsetting; (ii) a limit order priced no worse than the last sale price; and
(iii) not cancelled. Failure to comply with these requirements for entering electronic interest in response to
a solicitation request is a violation of Exchange rules and may result in disciplinary action. See Information
Memoranda 09-20 (May 5, 2009) and 10-52 (December 22, 2010).

Rule 123C(9) also permits temporary suspension of the prohibition on the cancellation or reduction of a MOC/
LOC order after 3:58 p.m. where there is a legitimate error in such an order and the execution of the order
would cause significant price dislocation at the Close.

Only the DMM assigned to a particular affected security may request relief under Rule 123C(9). A request
for relief under Rule 123C(9) must be approved and supervised by an Executive Floor Governor or qualified
NYSE Euronext employee and supervised by a qualified Exchange officer, as defined in Rule 48(d).

IV. Contingencies in the Event of a System Interruption

a. Contingency Scenarios

NYSE Operations has notified all members and member organizations as to how to proceed in the
event of a systems outage on June 24, 2011. There are four contingency scenarios, each of which is
described below for convenience. Members and member organizations should refer to the Operations
memorandum published June 14, 2011, for further details. The memo is available on www.nyx.com at http://
traderupdates.nyse.com/2011/06/nysenyse_amex_close_procedures_1.html. In addition, members and
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member organizations are advised that in Contingency Scenarios 2 and 3, the procedures of Exchange Rule
123C will operate pursuant to the trading halt provisions.

1. Contingency Scenario 1

In the event of a system interruption that occurs intraday whereby normal trading is resumed prior to 3:45
p.m. the Exchanges will begin the normal Market on Close posting process (3:45 pm, with some Informational
Imbalance publications as early as 3:00 p.m.). There will be the normal 4:00 p.m. close time.

2. Contingency Scenario 2

In the event of a system interruption that occurs intraday and normal trading is resumed between 3:45
and 3:59 p.m., the Exchanges will bypass the normal 3:45 p.m. MOC publication and utilize a single MOC
publication before the 4:00 p.m. close time, if practicable. Although the Closing process may extend later than
the usual 4:00 p.m. close time, order delivery will stop at 4:00 p.m. Any orders in Exchange systems will be
executed in one Closing trade as soon as possible thereafter.

3. Contingency Scenario 3

In the event of a system interruption that occurs intraday and service is restored after the 4:00 p.m. close
time, the Exchange may not publish the 3:45 pm Mandatory MOC/LOC Imbalance Publication. The Exchange
will notify market participants of the new close time and will price the close at or around this time. The new
time will be communicated to market participants via the market wide call and a system status posting.

4. Contingency Scenario 4

In the event of a system interruption that occurs intraday and service is not restored, the NYSE and NYSE
Amex Equities closing prices on June 24 will be the last regular way trade on the NYSE and NYSE Amex
Equities, respectively.

b. Contingency Preparedness

Members are reminded that they should have Floor stationery supplies on hand in the event they are unable
to enter or cancel orders through the system. Should a system interruption affect electronic time-stamping
functionality, members and member organizations may manually record required time information. If the
Broker Booth Support System (BBSS) is functioning, but the broker handheld is not, Floor brokers must
carry the BBSS time onto their paper orders. Under all other circumstances, the time of order entry must by
recorded by hand in the Booth, by the Floor broker or clerk.

V. Adequacy of Operations and Supervisory Staff

All members and member organizations, including DMMs, should ensure that both operational and
supervisory staffing on and around June 24, 2011 will be sufficient to monitor and process all orders,
regardless of the form in which they are received, as well as to handle the increased workload anticipated
as a result of the Russell Reconstitution. All members and member organizations should also review their
systems to ensure that they have adequate capacity to handle the expected increase in volume. For example,
DMM firms should review their DMM Unit algorithm to ensure that they meet their obligations to maintain
a fair and orderly market. DMMs are reminded to seek the advice of a Floor Official regarding any unusual
situations as quickly as possible.

VI. Supervision

a. Review of Policies and Procedures
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Members and member organizations should carefully review their procedures as well as their supervisory
systems for handling orders in connection with the Russell Reconstitution on June 24, 2011. Members
and member organizations are expected to review their practices for handling orders at or near the Close,
particularly with respect to any orders where there is an on-close or other price guarantee for those securities
that are part of the rebalancing. Reviews should include both orders that are handled manually as well as
those orders that are handled systemically, such as orders that are handled by a computer algorithm. In
addition, members and member organizations should take all necessary steps to ensure that the relevant
trading, compliance and back-office staff are familiar with firm procedures for handling orders at or near the
Close. Members and member organizations should also be mindful of the guidance issued in Information
Memo 09-22 (May 28, 2009) (attached) regarding procedures for escalating and addressing inquiries arising
from real-time regulatory or trading issues.

In addition, members and member organizations are reminded of their obligation to have adequate systems
and controls relating to the use of firm systems or mnemonics by correspondents or others. Please consult
NYSE Information Memos 02-48 (November 7, 2002) (attached) for more information.

b. Adequacy of Compliance Program

Members and member organizations are also reminded to ensure that they have in place a robust compliance
program that includes adequate supervisory policies and procedures to monitor for compliance with
Exchange Rule 123C and the guidance contained in this Information Memo. Firm policies and procedures
must be adequate to ensure that all procedures related to MOC/LOC orders and orders entered at or near
the Close are appropriately followed, and to detect and deter any actions that may violate Exchange or SEC
rules.

c. Due Diligence Requirements

Consistent with the requirements of Exchange Rule 405, before any order with instructions to participate at
the close is transmitted to the Floor the member or member organization accepting the order must exercise
due diligence to learn the essential facts relative to the order, including the purpose and propriety of the at-
the-close instruction. In addition, an imbalance of orders at or near the Close, caused in part by the entry of
such orders, could lead to trading being halted in the security and such orders not receiving an execution.

d. Supervision to Prevent Improperly Affecting the Close

Members and member organizations must also ensure that their activity does not artificially impact the closing
price. As such, members, member organizations and compliance staff should be mindful of Information Memo
05-52 (August 1, 2005) (attached) regarding Volume Weighted Average Price (VWAP) trading at or near
the Close, which addresses the responsibility for ensuring that trading strategies engaged in to facilitate or
hedge VWAP orders have an economic basis and do not have the effect of marking the close or marking
the value of a position. Member organizations should also be aware that certain orders and order entry
practices may have the potential to cause price dislocation before the Close or distort the closing price due
to prevailing market conditions at the time the order is entered. Similarly, trading at or near the Close is of
particular concern due to the condensed time frame for execution, where the resultant closing price is used
to set benchmarks, such as index rebalancing. As a result, manipulation concerns may be heightened when
trading occurs at or near the close.

Firms should review procedures utilized in connection with orders to be executed at or near the Close with
their traders and other order-entry personnel. Firms should also review systemic order-entry functions (e.g.,
algorithms or “smart servers”) for compliance with the provisions of this Information Memorandum. Firms
should also review the provisions of Information Memo 95-28 (July 10, 1995) (attached), which discusses
trading near the Close and activity that would constitute violations of Exchange Rules as well as federal
securities laws. In that connection, members and member organizations are reminded that, where a firm has
committed to purchase from (sell to) a customer an order at a price that is derived from the closing price (e.g.,
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VWAP and MOC orders) while also reserving a significant portion of its hedging or covering transaction to
be executed at or near the Close, they must operate with substantial care. If the transaction is completed
in a manner that does not effectively place the firm at market risk or if the transaction does not provide an
opportunity for possible contra side interest to develop and/or react to the activity, it would raise manipulative
concerns and would operate as conduct inconsistent with just and equitable principles of trade. Members and
member organizations should consult Information Memo 05-52 for further guidance.

e. Compliance with Federal Securities Laws and Rules

In addition to complying with Exchange Rules and policies, members and member organizations should
review other applicable federal securities laws and regulations, including Section 9(a)(2) of the Securities
Exchange Act, Regulation SHO and Rule 10b-5, as well as the margin and capital rules. Firms must ensure
that they have adequate policies and procedures to detect, deter and prevent such potentially violative
conduct.

VII. Staff Contacts

Operational questions regarding this Information Memo should be directed to:

• Robert Airo, Senior Vice President, NYSE Operations, at 212.656.5663, or
• Paul Bauccio, Senior Vice President, Operations, at 212.656.2929, or
• Michael Rutigliano, Vice President NYSE Operations, at 212.656.4679, or
• Dennis Pallotta, Director, Operations, at 212.656.5236, or
• Sonia Rosa, Managing Director, Operations, at 212.656.2899.

Questions concern interpretations of Exchange Rules in connection with this Information Memo should be
directed to:

• Clare Saperstein, Vice President, NYSE Regulation, Inc., 212.656.2355, or
• David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166.

Regulatory questions relating to this Information Memo should be directed to:

• Patricia Bergholc, Director, On Floor Surveillance Unit, 917.281.3054, or
• Gordon Brown, Manager, On Floor Surveillance Unit, 917.281.3057, or
• John Saxton, Director, FINRA Market Regulation, 917.281.3114, or
• Michael Fryer, Associate Director, FINRA Market Regulation, 917.281.3071.

Questions may also be directed to the FINRA On-Floor Surveillance Unit via the White Phone or in person at
their On-Floor Surveillance Unit Booth on the Floor.

Should a member or member organization experience any systems issues, please immediately contact NYSE
Dot Services or FINRA On-Floor Surveillance Unit at 212.656.5390.

___________________________

NYSE Regulation, Inc

Attachment

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes
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1  Exchange systems accept only those MOC/LOC orders entered after 3:45 p.m. that are on the contra
side of a published regulatory imbalance and reject all cancel requests sent after 3:45 p.m. for any
previously entered MOC/LOC order.

2  A "legitimate error" is an error in the term of an order, such as price, number of shares, buy/sell, or
identification of the security. See Exchange Rule 123C(1)(c).

3  Imbalance publications include both MOC and marketable LOC orders (based on the last sale price
at the time the publication is made). See Exchange Rule 123C(1)(b) and (d), defining "Informational
Imbalance Publications" and "Mandatory MOC/LOC Imbalance Publications". For more information on
how imbalance publications are calculated, see Exchange Rule 123C(4).

4  As with Informational Imbalance Publications, Floor Official approvals to issue certain Mandatory MOC/
LOC Imbalance Publications should be recorded on the Floor Official Approval Form under Item 12
("Consultation/Other"). Members should state the proposed imbalance information and note any other
relevant information (e.g., ADTV, size, degree of impact) in connection with the request.

5  In the case of a buy (sell) imbalance, CO orders to sell (buy) at a price equal to or lower (higher) than the
reference price are to be included in the imbalance.

6  On a day that trading on the Exchange is scheduled to close earlier than 4:00 p.m., the Exchange will
disseminate Order Imbalance Information every five (5) seconds starting at 10 minutes prior to the
Close. See Exchange Rule 123C(6)(a)(v).

7  For more information on the execution of orders at the Close, see Exchange Rule 123C(7). Members
and member organizations are reminded that, when arranging the Close, they may not use the Display
Book system in an inappropriate manner designed to discover information about unelected stop orders.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 11-15

Click to open document in a browser

June 16, 2011

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, CHIEF OPERATIONS OFFICER,
OPERATIONS PARTNER AND LEGAL AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: QUARTERLY EXPIRATION DAY - JUNE 17, 2011

I. Purpose of this Information Memo

Friday, June 17, 2011, will be a quarterly Expiration Day for stock and index options and futures products
whose settlement pricing is based upon New York Stock Exchange LLC (“NYSE”) and NYSE Amex Equities
LLC (“NYSE Amex”) (collectively, the “Exchanges”) opening or closing prices on that day. This Information
Memorandum reminds members and member organizations of certain NYSE and NYSE Amex Equities rules
and policies regarding opening imbalance publications, entry and cancellation of market-on-close/limit-on-
close (“MOC/LOC”) and closing offset (“CO”) orders, publication of on-the-close imbalances, and printing the
closing transaction.

II. S&P Quarterly Rebalance

Following the close of trading on June 17, 2011, Standard & Poor's (“S&P”) will effect a quarterly share
rebalancing of the S&P 500, the S&P MidCap 400, and S&P SmallCap 600 Composite Indices. This
rebalancing may affect the volume of trading of certain stocks on the Exchanges. Details on these
rebalancings are available on S&P's website (www.standardandpoors.com).

III. Expiration Day Opening Imbalance Publication

Members and member organizations are reminded that the regular pre-opening procedures outlined in Rules
15 (Pre-Opening Indications) and 123D (Openings and Halts in Trading) apply on the June 17 Expiration Day.
Accordingly, Designated Market Makers (“DMMs”) should publish indications as promptly as practicable but
should be mindful of their additional obligations under Rule 123D to publish one or more indications, under
the supervision of a Floor Official, in situations where the opening price would be affected by an imbalance of
market and limit buy and sell orders in a security.

In the event that one or both of the Exchanges invokes its exemptive powers under Rule 48 (Exemptive
Relief - Extreme Market Volatility Condition), the terms of that rule would govern the obligation to publish pre-
opening indications.

IV. NYSE and NYSE Amex Equities Rules and Policies Relating to the Close

A. MOC/LOC and CO Order Entry and Cancellation

Members and member organizations are reminded that the provisions of Rule 123C (Closing Procedures)
apply to the Close on the June 17 Expiration Day. While the Exchanges expect their systems to operate
normally on June 17, in the unlikely event of a systems interruption leading into or at the Close, the Closing
Procedures set out in Rule 123C would operate as if the Exchanges had declared a regulatory halt in one or
more securities.
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In the event that one or both of the Exchanges invoke its exemptive powers under Rule 123C(9) (Closing
Procedures - Extreme Order Imbalances at or Near the Close), the terms of that rule would govern the
handling of orders at the Close. See Section IV. D, below.

In connection with the entry of MOC/LOC and CO orders, members should pay particular attention to the
following:

• A “published imbalance” is an imbalance that has been disseminated to the Tape. An imbalance
announced verbally or physically posted at the panel is not considered to be a published imbalance.
See Section IV. B, below. The NYSE/NYSE Amex Order Imbalance Information product, a data
feed of real-time order imbalances that accumulate prior to the opening and the closing of trading on
the Exchanges, does not constitute a “published imbalance.”

• Brokers and traders are reminded that, while they should enter orders as early in the day as
possible, all MOC/LOC orders (unless entered to offset a published imbalance) must be entered
by 3:45 p.m. Entering MOC/LOC orders early provides DMMs with the opportunity to more quickly
identify and disseminate potential order imbalances that might exist at the Close. This, in turn,
enables brokers and traders to more effectively identify potential offsetting customer interest
that could mitigate any imbalance. MOC/LOC and CO orders entered prior to 3:45 p.m. may be
canceled or reduced prior to that time for any reason.

• After 3:45 p.m. Exchange systems will accept only MOC/LOC orders that offset a published
imbalance. CO orders may be entered in any amount on either side of the market.

• Between 3:45 p.m. and 3:58 p.m., MOC/LOC and CO orders may be canceled or reduced in size

only to correct a legitimate error. 1   THIS APPLIES TO INSTANCES WHERE CANCEL/REPLACE
FUNCTIONALITY IS USED.

• Please note that FINRA will continue to closely monitor the cancellation of MOC/LOC and CO
orders.

• After 3:58 p.m., MOC/LOC and CO orders may not be cancelled or reduced in size for any reason
except in accordance with Rule 123C(9). See Section IV(D), below.

• In the event of a trading halt effective at 3:45 p.m. or later, MOC/LOC orders may be entered only to
offset a published imbalance. CO orders, however, may be entered in any amount on either side of
the market. See Rule 123C(2)(c).

B. Imbalance Publications 2 

Rule 123C(5) provides for the publication of order imbalances as described below. In addition, members
and member organizations may refer to the attached quick-reference page for a summary of the times and
requirements for imbalance publications. DMMs are reminded that erroneous imbalance publications must be
corrected as soon as practicable.

1. Informational Imbalance Publications between 3:00 p.m. and 3:45 p.m.

Between 3:00 p.m. and 3:45 p.m., DMMs are encouraged to issue Informational Imbalance Publications
of any size if they believe that there could be significant price dislocation at the Close. These publications
are informational only and do not limit MOC/LOC or CO order entry or cancellation before 3:45 p.m. DMMs
who wish to issue an Informational Imbalance Publication must obtain prior approval from a Floor Official
or qualified Exchange employee (see Rule 46.10) prior to issuance. Floor Official approvals to issue
Informational Imbalance Publications should be recorded on the Floor Official Approval form under Item
12 (“Consultation/Other”). Members should state the proposed imbalance information and note any other
relevant information (e.g., average daily trading volume (“ADTV”), size, degree of impact) in connection with
the request.

2. Mandatory MOC/LOC Imbalance Publications at 3:45 p.m.
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As soon as practicable after 3:45 p.m., any MOC/LOC imbalance of 50,000 shares or more for NYSE-listed
securities, and 25,000 shares or more for NYSE Amex Equities-listed securities, will be published by the
Exchange. Other significant imbalances of lesser size (e.g. less than 50,000/25,000 shares but significant
relative to the ADTV of a particular security) may be published by the DMM with Floor Official or qualified
Exchange employee approval. As with Informational Imbalance Publications, Floor Official approvals to issue
certain Mandatory MOC/LOC Imbalance Publications should be recorded on the Floor Official Approval form
under Item 12 (“Consultation/Other”) and members should state the proposed imbalance information and note
any other relevant information (e.g. ADTV, size, degree of impact) in connection with the request.

In addition, any Informational Imbalance Publication issued prior to 3:45 p.m. must be updated. An imbalance
of 50,000 shares (NYSE)/25,000 shares (NYSE Amex Equities), or more will be published. If there is an
imbalance of any lesser size that is significant relative to the ADTV of the stock, it may be published by
the DMM with Floor Official or qualified Exchange employee approval. If there is no such imbalance, a “no
imbalance” indication must be issued by the DMM.

3. Mandatory MOC/LOC Imbalance Publications after a Trading Halt

If a trading halt is in effect at 3:45 p.m. but is lifted prior to the Close, any MOC/LOC imbalance of 50,000
shares (NYSE), 25,000 shares (NYSE Amex Equities), or more will be published, and any imbalance of
lesser size if significant relative to the ADTV may be published by the DMM as soon as possible after trading
reopens, subject to prior Floor Official or qualified Exchange employee approval. If the trading halt is not lifted
before the Close, there will not be any imbalance publications.

4. Exchange Publication of Order Imbalance Information

In addition to the Informational Imbalance and Mandatory MOC/LOC Imbalance Publications described
above, the Exchanges also make available real-time Order Imbalance Information prior to the Close in
accordance with Rule 123C(6). These publications take place approximately every five (5) seconds between
3:45 p.m. and 4:00 p.m. The Order Imbalance Information publications use a reference price in order to
indicate how many shares would be needed to close the security at that price, including MOC, marketable
LOC and CO orders. (For more information on how the reference price is determined, see Rule 123C(6)(a)
(iii)). Beginning at 3:55 p.m., the Order Imbalance Information publications also include stop orders, d-Quotes

and all other e-Quotes containing pegging instructions eligible to participate in the closing transaction. 3 

As noted above, Order Imbalance Information publications are solely for informational purposes and off-
setting interest must not be submitted in response to Order Imbalance Information publications. Off-setting
MOC/LOC interest may be submitted only as described in this memo in response to a Mandatory MOC/LOC
Imbalance Publication issued at 3:45 p.m. or after a trading halt in accordance with Rule 123C(2).

C. Printing the Closing Transaction

1. Rules 116.40 and 123C(8)

DMMs are reminded that the closing transaction must be printed consistent with Rules 116.40 and 123C(8)

and must accurately reflect both the closing price and closing volume when printing the closing transaction. 4 

Due to possible system latency, marketable orders entered into Exchange systems immediately before 4:00
p.m. might not be received at the post until after 4:00 p.m. These orders should be incorporated into the
closing process, just as non-MOC/LOC interest that is known at the post is factored into the closing print after
4:00 p.m.

2. Verbal Interest and e-Quotes at the Close

DMMs should take all interest, including verbal, e-Quoted and Display Book interest, into account when
formulating the Close. Depending on whether it is marketable or not, verbal interest may be handled
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differently than e-Quoted interest at the Close. Marketable verbal interest is included with all market and MOC
interest at the Close, while limited verbal interest and e-Quotes are on parity with limit orders. DMMs are
reminded that verbal interest from a Floor broker should be handled one of two ways: entered into GTM by
NYSE Floor Operations staff or into the crowd field of the Closing template by the DMM.

Pursuant to Rule 342, members and member organizations must ensure that they have adequate written
policies and procedures in place to detect, deter and prevent conduct inconsistent with the guidance set forth
above. Any member who believes that the above procedures have not been adhered to should report his or
her concern to the FINRA On-Floor Surveillance Unit.

3. Orders to Offset MOC/LOC Imbalances at the Close to Mitigate Price Disparity

Rule 902 (Off Hours Trading Orders) provides for entry of orders after the Close. Rule 902(a)(ii)(B) permits
DMMs to include in the calculation of the Close legitimate market interest that has agreed to offset all or part
of any MOC imbalance that existed prior to the Close at 4:00 p.m. The DMM's use of this offsetting interest
to minimize significant price dislocation on the Close will result in a closing-price coupled order between the
DMM and member, member organization or customer. If the member, member organization or customer
agrees, the DMM may include this interest in offsetting an imbalance when setting the closing price and
increase DMM participation in the closing print to the extent of the new contra interest. In this way the DMM
will liquidate or cover the related dealer position, and the member, member organization or customer will
acquire the position. Such closing-price coupled orders are executed at the Ramp.

It is important to note that Rule 902 may not be relied on for the entry of an order after the Close when there
is no MOC/LOC imbalance or when the imbalance would not result in volatility and/or price dislocation. In
addition, it cannot be used if the Close has already been printed.

D. Extreme Order Imbalances at or Near the Close

In order to avoid significant dislocation in the closing price that may result from an order entered or
represented at or near the Close, Rule 123C(9) permits the Exchange, on a security-by-security basis,
to temporarily suspend the hours of operation under Rule 52 so that offsetting interest may be solicited
from both on-Floor and off-Floor participants and entered to reduce the size of the imbalance. Extensions
of trading under Rule 123C(9) may be designated by the Exchange for a specific time period up to 30
minutes after the scheduled close. Off-setting interest is solicited using Exchange Trader Updates as well
as messages sent directly to Floor broker hand-held devices. These Exchange issued solicitation requests
include information regarding security symbol, the imbalance amount and side, the last sale price, and a
designated order acceptance cutoff time (generally five minutes from the issuance of the solicitation request).
Offsetting interest submitted in response to an Exchange-issued solicitation request must be a limit order
priced no worse than the last sale, irrevocable and entered no later than the order acceptance cut-off time
indicated in the solicitation request. Exchange systems will accept interest entered electronically after 4:00
p.m. only if Rule 123C9(a)(1) is invoked.

Exchange systems will not verify side or price, and will not block post-4:00 p.m. cancellation of interest
submitted under this rule. Therefore, member and member organizations entering such interest are
responsible for ensuring compliance with the rule, such that the only interest that may be entered in response
to such a solicitation request is: (i) offsetting; (ii) a limit order priced no worse than the last sale price; and
(iii) not cancelled. Failure to comply with these requirements for entering electronic interest in response to
a solicitation request is a violation of Exchange rules and may result in disciplinary action. See Information
Memoranda 09-20 (May 5, 2009) and 10-52 (December 22, 2010).

Rule 123C(9) also permits temporary suspension of the prohibition on the cancellation or reduction of a MOC/
LOC order after 3:58 p.m. where there is a legitimate error in such an order and the execution of the order
would cause significant price dislocation at the Close.
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Only the DMM assigned to a particular affected security may request relief under Rule 123C(9). A request
for relief under Rule 123C(9) must be approved and supervised by an Executive Floor Governor or qualified
NYSE Euronext employee and supervised by a qualified Exchange officer, as defined in Rule 48(d).

V. Adequacy of Operations and Supervisory Staff

All members and member organizations, including DMMs, should ensure that both operational and
supervisory staffing on and around the June 17 Expiration Day will be sufficient to monitor and process
all orders, regardless of the form in which they are received, as well as to handle the increased workload
anticipated as a result of the quarterly rebalancing. All members and member organizations should also
review their systems to ensure that they have adequate capacity to handle the expected increase in volume.
For example, DMM firms should review their DMM Unit algorithm to ensure that they meet their obligations to
maintain a fair and orderly market. DMMs are reminded to seek the advice of a Floor Official regarding any
unusual situations as quickly as possible.

VI. Supervision

A. Review of Policies and Procedures

In view of increased automated order delivery, e-Quoting and automatic execution, members and member
organizations should carefully review their procedures as well as their supervisory systems for handling
orders in connection with the June 17 Expiration Day. Specifically, members and member organizations
should review their practices for handling orders at or near the Close, particularly with respect to any
orders where there is an on-close or other price guarantee for those securities that are part of the quarterly
rebalancing. Reviews should include both manual orders and those handled systemically, such as orders
that are handled by a computer algorithm. In addition, members and member organizations should take all
necessary steps to ensure that the relevant trading and back-office staffs are familiar with firm procedures
for handling orders at or near the Close. Members and member organizations should also be mindful of the
guidance issued in Information Memo 09-22 (May 28, 2009) (attached) regarding procedures for escalating
and addressing inquiries arising from real-time regulatory or trading issues.

In addition, members and member organizations are reminded of their obligation to have adequate
systems and controls relating to the use of firm systems by correspondents or others. Please consult
NYSE Information Memos 02-48 (November 7, 2002) and 07-60 (June 29, 2007) (both attached) for more
information.

B. Adequacy of Compliance Program

Members and member organizations are also reminded to ensure that they have a robust compliance
program that includes adequate written policies, procedures and supervisory controls to monitor for
compliance with Rule 123C and the guidance contained in this Information Memo. Policies and procedures
must be adequate to ensure that all procedures related to MOC/LOC orders are appropriately followed, and to
detect and deter any actions that may violate NYSE, NYSE Amex and/or SEC rules.

C. Due Diligence Requirements

Consistent with the requirements of Rule 405, before any at-the-close order is transmitted to the Floor the
member or member organization accepting the order must exercise due diligence to learn the essential
facts relative to the order, including the purpose and propriety of the at-the-close instruction. In addition, an
imbalance of orders at or near the Close, caused in part by the entry of such orders, could lead to trading
being halted in the security and such orders not receiving an execution.

D. Supervision to Prevent Improperly Affecting the Close
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Members and member organizations must also ensure that their activity does not have the effect of artificially
impacting the closing price. Firms should review procedures utilized in connection with orders to be executed
at or near the Close with their traders and other order-entry personnel. Firms should also review systemic
order-entry functions (e.g., algorithms or “smart servers”) for compliance with the NYSE and NYSE Amex
Equities rules and the provisions of this Information Memorandum. Firms should also review the provisions
of NYSE Information Memo 95-28 (July 10, 1995) (attached), which discusses trading near the Close and
activity that would constitute violations of NYSE and NYSE Amex Equities rules, as well as federal securities
laws.

In that connection, members and member organizations are reminded that, where a firm has committed to
purchase from (sell to) a customer at a price that is derived from the closing price (e.g., MOC orders) while
also reserving a significant position of its hedging or covering transaction to be executed at or near the Close,
they must operate with substantial care. If the transaction is completed in a manner that does not effectively
place the firm at market risk or if the transaction does not provide an opportunity for possible contra side
interest to develop and/or react to the activity, it would raise manipulative concerns and would operate as
conduct inconsistent with just and equitable principles of trade.

E. Compliance with Federal Securities Laws and Rules

In addition to complying with NYSE and NYSE Amex Equities rules and policies, members and member
organizations should review all other applicable federal securities laws and regulations, including Section 9(a)
(2) of the Securities Exchange Act, Regulation SHO and Rule 10b-5, as well as the margin and capital rules.
Firms must ensure that they have written policies, procedures, and supervisory controls reasonably designed
to detect and deter potentially violative conduct.

VII. Staff Contacts

Regulatory questions relating to this Information Memo should be addressed to:

• Patricia Bergholc, Director, FINRA Market Regulation, 917.281.3054; or
• Michael Fryer, Director, FINRA Market Regulation, 917.281.3071; or
• John Saxton, Director, FINRA Market Regulation, 917.281.3114.

Questions regarding the NYSE and NYSE Amex Equities rules cited in this notice should be addressed to:

Clare Saperstein, Vice President, NYSE Regulation, Inc., 212.656.2355; or David De Gregorio, Chief
Counsel, NYSE Regulation, Inc., 212.656.4166.

Operations questions concerning this memorandum may be addressed to the following:

Paul Bauccio, Senior Vice President, Operations, 212.656.2929; or

Dennis Pallotta, Director, Operations, 212.656.5236; or

Sonia Rosa, Managing Director, Operations, 212.656.2899.

Questions may also be directed to the FINRA On-Floor Surveillance Unit via the White Phone or in person at
their On-Floor Surveillance Unit Booth on the Floor.

___________________________

NYSE Regulation, Inc

Unknown Title

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Footnotes

1  A "legitimate error" is an error in any term of a MOC/LOC order, such as price, number of shares, buy/
sell, or identification of the security. See Rule 123C(1)(c).

2  Imbalance publications include both MOC and marketable LOC orders (based on the last sale price
at the time the publication is made). See Rule 123C(1)(b) & (d), defining "Informational Imbalance
Publications" and "Mandatory MOC/LOC Imbalance Publications." For more information on how
imbalance publications are calculated, see Rule 123C(4).

3  On a day that trading on the Exchange is scheduled to close earlier than 4:00 p.m., the Exchange will
disseminate Order Imbalance Information every five (5) seconds starting at 10 minutes prior to the
Close. See Rule 123C(6)(a)(v).

4  For more information on the execution of orders at the Close, see Rule 123C(7). Members and member
organizations are reminded that, when arranging the Close, they may not use the Display Book system
in an inappropriate manner designed to discover information about unelected stop orders.
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June 6, 2011

   TO: ALL NYSE AND NYSE AMEX EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NYSE AMEX AND NYSE MEMBER ORGANIZATION REGISTRATION REQUIREMENTS

I. Purpose

New York Stock Exchange LLC (“NYSE”) and NYSE Amex LLC (“NYSE Amex) (collectively, the “Exchange”)
reminds member organizations that associated persons who are registered with the Financial Industry
Regulatory Authority (“FINRA”) in a category of registration recognized by the NYSE and NYSE Amex must
also register with NYSE and NYSE Amex.

II. Background

Pursuant to NYSE and NYSE Amex Equities Rule 2.10, all NYSE member organizations are deemed
approved as an NYSE Amex member organization and all NYSE Amex equities member organizations are

deemed approved as an NYSE member organization. 1   In addition, as of December 1, 2008 (for NYSE
Amex equities member organizations) and September 15, 2008 (for NYSE member organizations), NASD
Rule 1031 governing registrations is applicable to all NYSE and NYSE Amex equities member organizations.
See NYSE and NYSE Amex Equities Rule 345.

A recent review of Form U4 data has revealed that certain Exchange member organizations have registered
their associated persons with FINRA, for example, as a general securities representative (Series 7 exam),
without a corresponding registration with NYSE and/or NYSE Amex. Similarly, in certain instances, NYSE
member organizations have registered their associated persons with NYSE, but without a corresponding
registration with NYSE Amex, and NYSE Amex member organizations have registered their associated
persons with NYSE Amex, but without a corresponding registration with NYSE.

III. NYSE and NYSE Amex Registration Requirements

As a result of the Exchange's conforming registration rules, associated persons registered with FINRA in a
category of registration recognized by the NYSE and NYSE Amex must also register with NYSE and NYSE

Amex. 2   Similarly, associated persons registered with NYSE (NYSE Amex) must also register with NYSE
Amex (NYSE). Member organizations should review their associated persons' registrations and submit
applications for NYSE and/or NYSE Amex registration in those instances where registration was not obtained
for NYSE and/or NYSE Amex.

IV. Contacts

Questions about this notice may be directed to: Ed Russell, FINRA at (646) 315-9672 or Client Relationship
Services, NYSE Euronext, crs@nyx.com or (212) 656-2085.

___________________________

NYSE Regulation, Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Footnotes

1  The Exchange adopted these cross-membership approvals in connection with NYSE Euronext's 2008
acquisition of the American Stock Exchange LLC.

2  NYSE Amex eliminated its associated person registration fees effective May 2, 2011.
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May 16, 2011

  

 TO: ALL NYSE AND NYSE AMEX EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW SEC RULE 15c3-5 GOVERNING SUPERVISION OF MARKET ACCESS

I. Purpose

New York Stock Exchange LLC (“NYSE”) and NYSE Amex Equities LLC (“NYSE Amex”) (collectively, the
“Exchange”) reminds members and member organizations that the new market access requirements set
forth in SEC Rule 15c3-5 are scheduled to go into effect on July 14, 2011, and that members and member
organizations must have the required controls and procedures in place by that time. Failure to establish and
enforce the risk management controls and supervisory procedures required by SEC Rule 15c3-5 may also
violate Exchange Rules, including the supervisory requirements of Rule 342.

II. New SEC Rule 15c3-5

On November 3, 2010, the SEC adopted new Rule 15c3-5 to require broker-dealers with direct trading or
“market” access to an exchange or alternative trading system (“ATS”), or that provide a customer or any
other person with access to an exchange or ATS through use of its market participant identifier or otherwise,
to establish, document, and maintain a system of risk management controls and supervisory procedures
reasonably designed to manage the financial, regulatory, and other risks of its market access business. The
Rule applies to transactions by all broker-dealers with market access, and the Rule does not distinguish
between transactions for a broker-dealer's own account (including market making activities) and traditional
agency transactions.

SEC Rule 15c3-5 applies to any type of arrangement for “market access,” which is defined in Rule 15c3-5 as
“(i) access to trading in securities on an exchange or alternative trading system as a result of being a member
or subscriber of the exchange or alternative trading system, respectively; or (ii) access to trading in securities
on an alternative trading system provided by a broker-dealer operator of an alternative trading system to a
non-broker-dealer.” By virtue of the Rule's requirements, unfiltered, or “naked,” market access will no longer
be permitted.

As set forth in SEC Rule 15c3-5, the risk management controls and supervisory procedures must include the
following elements:

1. Financial Risk Management Controls and Supervisory Procedures

The financial risk management controls and supervisory procedures must be reasonably designed to
systematically limit the financial exposure of the broker-dealer that could arise as a result of market access,
including being reasonably designed to:

• Prevent the entry of orders that exceed appropriate pre-set credit or capital thresholds in the
aggregate for each customer and the broker-dealer and, where appropriate, more finely-tuned by
sector, security, or otherwise by rejecting orders if such orders would exceed the applicable credit or
capital thresholds; and
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• Prevent the entry of erroneous orders, by rejecting orders that exceed appropriate price or size
parameters, on an order-by-order basis or over a short period of time, or that indicate duplicative
orders.

2. Regulatory Risk Management Controls and Supervisory Procedures

The regulatory risk management controls and supervisory procedures must be reasonably designed to
ensure compliance with all regulatory requirements, including being reasonably designed to:

• Prevent the entry of orders unless there has been compliance with all regulatory requirements that
must be satisfied on a pre-order entry basis;

• Prevent the entry of orders for securities for a broker-dealer, customer, or other person if such
person is restricted from trading those securities;

• Restrict access to trading systems and technology that provide market access to persons and
accounts pre-approved and authorized by the broker-dealer; and

• Assure that appropriate surveillance personnel receive immediate post-trade execution reports that
result from market access.

SEC Rule 15c3-5 provides that a broker-dealer with market access may reasonably allocate, by written
contract, control over specific regulatory risk management controls and supervisory procedures to a client
that is a registered broker-dealer, provided that the broker-dealer with market access has a reasonable basis
for determining that such client, based on its position in the transaction and relationship with an ultimate
customer, has better access than the brokerdealer with market access to that ultimate customer and its
trading information such that it can more effectively implement the specified controls or procedures. In
addition, SEC Rule 15c3-5 provides that any such allocation of control does not relieve the broker-dealer with
market access from any obligation under the Rule, including the overall responsibility to establish, document,
and maintain a system of risk management controls and supervisory procedures reasonably designed to
manage the financial, regulatory, and other risks of market access.

III. Additional Considerations for Exchange Members and Member Organizations

Member organizations are reminded that under Exchange Rule 342 and FINRA Rule 3130, they must update
their existing written compliance and supervisory policies and procedures to reasonably ensure compliance
with the requirements of SEC Rule 15c3-5. Failure to have appropriate policies and procedures in place may
result in disciplinary action under Exchange rules.

The Exchange is assessing whether changes to its sponsored access rules are appropriate to align such
rules with SEC Rule 15c3-5. Previous guidance on sponsored or market access, and in particular the
relevant portions of Information Memo 02-48 (November 7, 2002), which sets forth the responsibilities
of Exchange members and member organizations when utilizing electronic order routing systems, are
superseded by SEC Rule 15c3-5 and may no longer be relied on. Members and member organizations
should note, however, that sponsored or market access arrangements must continue to comply with all
Exchange audit trail requirements, including the Front End Systemic Capture (“FESC”) requirements of Rule
123.

Finally, the Exchange does not anticipate disabling any existing connectivity arrangements solely as a
result of SEC Rule 15c3-5 going into effect. All member organizations must ensure that any connectivity
arrangements are in compliance with the Rule before July 14, 2011.

IV. Additional Information

Please note that the foregoing description of SEC Rule 15c3-5 is a summary of the applicable requirements,
and the actual rule text and adopting SEC release are controlling. Members and member organizations
should review the final adopting release for Rule 15c3-5 on the SEC's website at http://www.sec.gov/rules/

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

295

http://researchhelp.cch.com/License_Agreement.htm


final/2010/34-63241.pdf. The SEC has also created a Small Entity Compliance Guide, which can be found at
http://www.sec.gov/rules/final/2010/34-63241-secg.htm.

V. Staff Contact Information

Questions regarding this Information Memo should be directed to:

NYSE Regulation Contacts

Clare Saperstein, Vice President, NYSE Regulation, Inc., 212.656.2355, or David De Gregorio, Chief
Counsel, NYSE Regulation, Inc., 212.656.4166.

FINRA Contacts

Sue Lui Facendola, Vice President, Member Trading, 917.281.3085, or Peter Stoehr, Vice President, TMMS
Administration, 212.858.4722.

___________________________

NYSE Regulation, Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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May 4, 2011

   TO: ALL NYSE AND NYSE AMEX EQUITIES FLOOR BROKERS

SUBJECT: AMENDMENTS TO RULE 72(d): BLOCK-SIZED AGENCY CROSSING TRANSACTIONS

I. Purpose

The purpose of this Information Memo is to inform New York Stock Exchange LLC (“NYSE”) and NYSE Amex
LLC (“NYSE Amex”) (collectively, the “Exchange”) Floor broker member organizations of recent amendments
to Rule 72(d) that modify the manner by which a Floor broker may effect a block-sized agency cross on the

Trading Floor. 1 

The amendments to Rule 72(d) are effective on May 12, 2011.

II. Background

Under Rule 72(d), when a Floor broker has an order to buy and an order to sell an equivalent amount of the
same security, and both orders are for 25,000 shares or more, the Floor broker may “cross” those orders
at a price at or within the Exchange best bid or offer and does not have to break up the cross transaction to
trade with any bids or offers previously displayed at the Exchange best bid or offer, including any interest with
priority (a “72(d) crossing transaction”).

Rule 72(d) further provides that a member can effect a 72(d) crossing transaction only for the accounts
of persons who are not members or member organizations. Accordingly, a Floor broker cannot use this
provision for customers who are members or member organizations.

All 72(d) crossing transactions are subject to the requirements of Rule 76, including that they must be
announced in the crowd before effecting such a transaction.

III. Description of Changes to Rule 72(d)

The Exchange has amended Rule 72(d) to reduce the minimum size of a block transaction that is eligible for
a 72(d) crossing transactions from 25,000 shares to a block transaction of at least 10,000 shares or a quantity
of stock having a market value of $200,000 or more, whichever is less.

In addition, the Exchange has amended Rule 72(d) to permit a Floor broker to represent an order of an
unaffiliated member organization in a 72(d) crossing transaction on an agency basis. As amended, the rule
now provides that a Floor broker may not effect a 72(d) crossing transaction for the account of the Floor
broker or his or her member organization, an account of an associated person, or an account with respect to
which the member, member organization or associated person thereof exercises investment discretion.

Finally, the Exchange has amended Rule 72(d) to update a reference to the term “priority” within the rule,
which currently provides that a member who is providing a better price to one side of the cross transaction
must trade with all other market interest having priority at that price before trading with any part of the 72(d)
crossing transaction. The Exchange modified this requirement so that the member seeking to provide price
improvement must instead trade with all other displayed market interest on the Exchange at that price before
trading with the cross transaction.

Finally, Floor brokers must continue to comply with the requirements of Rule 76 when effecting a Rule 72(d)
crossing transaction.
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IV. Staff Contact Information

Questions regarding this Information Memo should be directed to:

NYSE Operations Contacts:

Michael Rutigliano, Vice President, NYSE Operations, 212.656.4679

Frank DeGarcia, Vice President, NYSE Operations, 212.656.6852

NYSE Regulation Contacts

Clare Saperstein, Vice President, NYSE Regulation, Inc., 212.656.2355

David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166 Attachment (Amended Rule 72(d))

______________________________

NYSE Regulation, Inc.

Attachments

Attachment:

Text of Amended NYSE and NYSE Amex Equities Rule 72 - Priority of Bids and Offers and
Allocation of Executions

*****

Priority of [Agency] Cross Transactions

(d) When a member has an order to buy and an order to sell an equivalent amount of the same security,
and both orders are ‘block’ orders and are not for the account of such member or member organization, an
account of an associated person, or an account with respect to which the member, member organization or
associated person thereof exercises investment discretion, the member may ‘cross’ those orders at a price
at or within the Exchange best bid or offer. The member's bid or offer shall be entitled to priority at such cross
price, irrespective of pre-existing displayed bids or offers on the Exchange at that price. The member shall
follow the crossing procedures of Rule 76, and another member may trade with either the bid or offer side of
the cross transaction only to provide a price which is better than the cross price as to all or part of such bid or
offer. A member who is providing a better price to one side of the cross transaction must trade with all other
displayed market interest on the Exchange at that price before trading with any part of the cross transaction.
Following a transaction at the improved price, the member with the agency cross transaction shall follow
the crossing procedures of Rule 76 and complete the balance of the cross. No member may break up
the proposed cross transaction, in whole or in part, at the cross price. No DMM may effect a proprietary
transaction to provide price improvement to one side or the other of a cross transaction effected pursuant
to this paragraph. A transaction effected at the cross price in reliance on this paragraph shall be printed as
‘stopped stock’.

When a member effects a transaction under the provisions of this paragraph, the member shall, as soon as
practicable after the trade is completed, complete such documentation of the trade as the Exchange may
from time to time require.

Example 1

Assume the Exchange's market in XYZ is quoted 20 to 20.01, 40,000 shares by 30,000 shares. A member
intending to effect a 25,000 share ‘agency cross’ transaction at a price of 20 must bid 20 for 25,000 shares
and offer 25,000 shares at 20.01. The member's bid at 20 has priority, and the proposed cross could not be
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broken up at that price. The proposed cross could however, be broken up at 20.01, as this would provide a
better price to the seller. However, a member intending to trade with the offer side of the cross would first
have to take the entire displayed 30,000 share offer at 20.01 before trading with any part of the offer side of
the cross.

Example 2

Assume the Exchange's market in XYZ is quoted 20 to 20.35, 20,000 shares by 20,000 shares. A member
intending to effect a 25,000 share ‘agency cross’ transaction at a price of 20.05 must follow the crossing
procedures of Rule 76 and bid 20.05 for 25,000 shares and offer 25,000 shares at 20.06. The member's bid
at 20.05 has priority, and the proposed cross could not be broken up at this price. The proposed cross could,
however, be broken up, in whole or in part, at 20.06, as this would provide a better price to the seller.

• • • Supplementary Material: 

.10 Definition of a Block - For purposes of this rule, a ‘block’ shall be at least 10,000 shares or a quantity of
stock having a market value of $200,000 or more, whichever is less.

.40 Rule 72 does not apply to bonds traded through NYSE Bonds (See Rule 86).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See SEC Release Nos. 64334 (Apr. 25, 2011) (SR-NYSE-2011-18) and 64335 (Apr. 25, 2011) (SR-
NYSEAmex-2011-25).
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April 6, 2011

  

 TO: ALL NYSE AND NYSE AMEX EQUITIES DMM UNIT MEMBER ORGANIZATION AND APPROVED
PERSONS

SUBJECT: AMENDMENTS TO RULE 36: DMM UNIT ELECTRONIC WRITTEN COMMUNICATIONS FROM
THE TRADING FLOOR

I. Purpose

The purpose of this Information Memo is to inform New York Stock Exchange LLC (“NYSE”) and NYSE
Amex LLC (“NYSE Amex”) (collectively, the “Exchange”) DMM unit member organizations and their approved
persons of recent amendments to Rule 36 (Communications Between Exchange and Members' Offices) that
expand the category of persons with whom DMM unit personnel on the trading Floor may communicate. In
addition, these amendments expand the means of permissible communications to include certain written
electronic communications between the DMM unit's post location on the Exchange Floor and specified off-
Floor personnel.

The amendments to Rule 36 will be effective on April 11, 2011.

II. Description of Changes to Rule 36

Rule 36 provides that no member or member organization shall establish or maintain any telephonic or
electronic communication between the Floor and any other location without Exchange approval. Rule 36.30
provides a limited exception for DMM units to maintain a telephone line between the post location on the
Trading Floor and the off-Floor offices of the DMM unit or the unit's clearing firm.

The Exchange has amended this section to add that a DMM unit may maintain a telephone line between the
post location on the Trading Floor and persons providing non-trading related services to the DMM unit as
permitted by Rule 98. This will enable DMM units to permit Floorbased personnel to communicate directly
with persons providing operational support services off-Floor, such as a technology help desk that may be
located within an approved person of the DMM unit. Connecting a telephone line to persons providing non-
trading related services as permitted by Rule 98 is subject to FINRA approval (on the Exchange's behalf).

Further, the Exchange has added new supplementary material .31 (“DMM Electronically Transmitted
Written Communications”) to Rule 36 to permit DMM units to install and maintain certain written electronic
communications applications. Specifically, Rule 36.31(a) permits a DMM unit, subject to FINRA approval
(on the Exchange's behalf) and the conditions set forth in Rule 36.31, to establish and maintain a wired
or wireless device capable of sending and receiving written communications electronically through
an Exchange-approved connection (a “Permitted Communications Device”). Examples of Permitted
Communications Devices include email and instant messaging via a desktop or laptop computer. The use
of cell phones, Blackberries, and similar devices by DMM's while on the Trading Floor continues to be
prohibited.

Under Rule 36.31(b), DMM units can connect Floor-based personnel via a Permitted Communications Device
to persons with whom they are otherwise permitted to communicate pursuant to Rules 36.30 and 98, i.e.,
certain personnel in the off-Floor offices of the DMM unit, the DMM unit's clearing operations, and persons
who are permitted to provide non-trading related services to the DMM unit under Rule 98. Once connected,
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the on-Floor and off-Floor personnel would be permitted to use the Permitted Communications Device for
two-way written electronic communications as permitted by Rules 36.30 and 98.

The amendments to Rule 36 do not alter the ongoing obligations of a DMM unit to comply with existing
requirements under Rule 98 to, among other things, protect non-public order information and maintain
appropriate information barriers. Accordingly, just as a DMM unit may not use a telephone line to
communicate with off-Floor individuals or systems responsible for trading in related products, a DMM unit
may not use a Permitted Communications Device for such communications from the Trading Floor.

Finally, the Exchange amended Rule 36.30 to delete the requirement that DMM units provide an annual
certification that their algorithms operate in accordance with all SEC and Exchange rules, policies and
procedures.

III. Supervision and Record Keeping

In order to install and maintain communications devices pursuant to Rule 36.31 and as a condition to FINRA
approval, members and member organizations must take the following steps, among others.

First, DMM units must program their communications system so that a Permitted Communications Device
would not operate in such a way that enables written electronic communications to or from any location
or individual other than as described in Rule 36.31. Among other things, DMM units must program their
communications systems to reasonably ensure that messages cannot be forwarded to individuals with whom
Floor personnel are not permitted to communicate.

Second, as required by Rule 36.31(d), DMM units must establish written compliance and supervisory policies
and procedures (“WSPs”) reasonably designed to ensure that use of the Permitted Communications Device is
consistent with all SEC and Exchange Rules, policies and procedures. Moreover, pursuant to Rule 342, DMM
units must implement appropriate WSPs and provide for the review of the written electronic communications
sent to and from the DMM unit's post location on the Floor via the Permitted Communications Device. WSPs
should address, among other things, the regulatory requirements associated with the program, including
what measures the DMM unit will follow to ensure that only those individuals permitted to communicate
via the Permitted Communications Device will have access to it. While the DMM unit does not necessarily
need to identify the names of the individuals who have access to the Permitted Communications Devices
in its WSPs, the WSPs must identify the categories of persons with whom such Permitted Communications
Devices are connected and the DMM unit must maintain records indicating the individuals connected, and
the times they are connected, via the Permitted Communications Devices. As part of the approval process,
DMM firms must submit these WSPs to FINRA. Moreover, any DMM unit whose Rule 98 WSPs are impacted
by these amendments must ensure that those WSPs are properly updated and approved by FINRA before
implementing any changes permitted by the Rule 36 amendments.

Finally, Rule 36.31(c) requires that DMM units must maintain records of all written communications sent from
or to the DMM unit's Floor-based employees via the Permitted Communications Device in accordance with
Rule 440 and SEC Rule 17a-4(b)(4).

Requests for approval to operate a Permitted Communications Device under Rule 36.31 may be submitted to
the DMM unit's FINRA Regulatory Coordinator.

IV. Staff Contact Information

Questions regarding this Information Memo should be directed to:

NYSE Regulation Contacts

Clare Saperstein, Vice President, NYSE Regulation, Inc., 212.656.2355, csaperstein@nyx.com, or

David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166, ddegregorio@nyx.com.
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FINRA Contacts

John Saxton, Director, FINRA, 917.281.3114, john.saxton@finra.org.

Attachment (Amended Rule 36)

______________________________

NYSE Regulation, Inc.

Attachments

NYSE and NYSE Amex Equities Rules

Additions underscored

Deletions [bracketed]

Rule 36. Communications Between Exchange and Members' Offices

No member or member organization shall establish or maintain any telephonic or electronic communication
between the Floor and any other location without the approval of the Exchange. The Exchange may to
the extent not inconsistent with the Securities Exchange Act of 1934, as amended, deny, limit or revoke
such approval whenever it determines, in accordance with the procedures set forth in Rule 475, that such
communication is inconsistent with the public interest, the protection of investors or just and equitable
principles of trade.

* * * * *

• • • Supplementary Material: ———————

* * * * *

.30 DMM Unit Post Wires—

With the approval of the Exchange, a DMM unit may maintain a telephone line at its stock trading post
location to the off-Floor offices of the DMM unit , [or] the unit's clearing firm , or to persons providing non-
trading related services as permitted under Rule 98. Such telephone connection shall not be used for the
purpose of transmitting to the Floor orders for the purchase or sale of securities, but may be used to enter
options or futures hedging orders through the unit's off-Floor office or the unit's clearing firm, or through a
member (on the floor) of an options or futures exchange as permitted under Rules 98 and 105. A DMM unit
may also maintain wired or wireless devices that have been registered with the Exchange, such as computer
terminals or laptops, to communicate only with the system employing the algorithms and with individual
algorithms. The wired or wireless device will enable the DMM unit to activate or deactivate the system
employing the algorithms or an individual algorithm or change such system's pre-set parameters. In addition,
a DMM unit registered in an Investment Company Unit (as defined in Section 703.16 of the Listed Company
Manual), or a Trust Issued Receipt (the “receipt”) as that term is defined in Rule 1200 may use a telephone
connection or order entry terminal at the DMM unit's post to enter a proprietary order in the Unit or receipt in
another market center, in a Component Security of such a Unit or receipt, or in an options or futures contract
related to such Unit or receipt, and may use the post telephone to obtain market information with respect to
such Units, receipts, options, futures, or Component Securities. If the order in the Component Security of the
Unit or receipt is to be executed on the Exchange, the order must be entered and executed in compliance
with Exchange Rule 112.20 and SEC Rule 11a2-2(T), and must be entered only for the purpose of hedging a
position in the Unit or receipt.
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[Each DMM unit shall certify in the time, frequency, and manner as prescribed by NYSE Regulation that
its wired or wireless device used to communicate with the system employing the unit's algorithms or an
individual algorithm operates in accordance with all SEC and Exchange rules, policies, and procedures.

In addition,] DMM units must create and maintain records of all messages generated by the unit's wired or
wireless devices to communicate with the system employing the unit's algorithms in compliance with NYSE
Rule 440 and SEC Rules 17a-3 and 17a-4. Such records must be maintained in the format prescribed NYSE
Regulation.

.31 DMM Electronically Transmitted Written Communications

(a) With the approval of the Exchange, and subject to the conditions set forth in this Supplementary
Material .31, a DMM unit may install and maintain a wired or wireless device capable of sending and receiving
written electronic communications through an Exchange-approved connection (a “Permitted Communications
Device”).

(b) The Permitted Communications Device shall only permit written electronic communications between
individuals located at the DMM unit's post on the Floor and individuals with whom telephone communications
are permitted under Rules 36.30 and 98 and subject to the same content restrictions set forth in those rules.

(c) A DMM's member organization must maintain records of all written communications sent from or to the
DMM via the Permitted Communications Device in accordance with NYSE Rule 440 and SEC Rule 17a-4(b)
(4) and in such format as may be prescribed by the Exchange.

(d) A DMM's member organization must establish policies and procedures reasonably designed to ensure
that use of the Permitted Communications Device is consistent with all SEC rules and Exchange rules,
policies and procedures.

* * * * *

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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March 31, 2011

   TO: ALL NYSE AND NYSE AMEX EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: New Rule 80B Circuit Breaker Levels for Second Quarter 2011

EFFECTIVE April 1, 2011 through June 30, 2011

Rule 80B trading halts will be triggered when the Dow Jones Industrial Average (“DJIA”) declines below its
closing value on the previous trading day by:

1,200 points (Level 1)

2,400 points (Level 2)

3,600 points (Level 3)

NYSE and NYSE Amex Equities Rule 80B

Whenever a Rule 80B circuit breaker is in effect, trading in all stocks on NYSE and NYSE Amex Equities will
halt for the time periods specified below.

Level 1 Halt

• anytime before 2:00 p.m. - one hour;
• at or after 2:00 p.m. but before 2:30 p.m. - 30 minutes;
• at or after 2:30 p.m. - trading shall continue, unless there is a Level 2 Halt.

Level 2 Halt

• anytime before 1:00 p.m. - two hours;
• at or after 1:00 p.m. but before 2:00 p.m. - one hour;
• at or after 2:00 p.m. - trading shall halt and not resume for the rest of the day.

Level 3 Halt

• at any time - trading shall halt and not resume for the rest of the day.

A complete discussion of the calculation of trigger values for Rule 80B was published in NYSE Information
Memo No. 98-15, dated April 13, 1998.

Questions concerning this Information Memo should be directed to Patricia Bergholc, FINRA Market
Regulation, at (917) 281-3054, or David De Gregorio, NYSE Regulation, at (212) 656-4166.

___________________________

NYSE Regulation, Inc.

Attachments

NYSE and NYSE Amex Equities Rule 80B Effective through 06/30/11
Point Decline in DJIA:

Level 1 Before 2:00 p.m. At or After 2:00 p.m.
but Before 2:30 p.m.

At or After 2:30 p.m.
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1,200 1 hour 30 minutes No halt unless
reach Level 2

* * * * * * * * * *
Level 2 Before 1:00 p.m. At or After 1:00 p.m.

but Before 2:00 p.m.
At or After 2:00 p.m.

       

2,400 2 hours 1 hour Halt, and not resume
* * * * * * * * * *

Level 3
 

3,600 At any time: halt and not resume

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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March 17, 2011

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, CHIEF OPERATIONS OFFICER,
OPERATIONS PARTNER AND LEGAL AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: QUARTERLY EXPIRATION DAY- MARCH 18, 2011

Purpose of this Information Memo

Friday, March 18, 2011, will be a quarterly Expiration Day for stock and index options and futures products
whose settlement pricing is based upon NYSE and NYSE Amex Equities (collectively, the “Exchanges”)
opening or closing prices on that day. This Information Memorandum reminds members and member
organizations of certain NYSE and NYSE Amex Equities rules and policies regarding opening imbalance
publications, entry and cancellation of market-on-close/limit-on-close (“MOC/LOC”) and closing offset (“CO”)
orders, publication of on-the-close imbalances, and printing the closing transaction.

S&P Quarterly Rebalance

Following the close of trading on March 18, 2011, Standard & Poor's (“S&P”) will effect a quarterly
share rebalancing of the S&P 500, the S&P MidCap 400, and S&P SmallCap 600 Composite Indices.
This rebalancing may affect the volume of trading of certain stocks on the Exchanges. Details on these
rebalancings are available on S&P's website (www.standardandpoors.com).

III. Expiration Day Opening Imbalance Publication

Members and member organizations are reminded that the regular pre-opening procedures outlined in Rules
15 (Pre-Opening Indications) and 123D (Openings and Halts in Trading) apply on the March 18 Expiration
Day. Accordingly, DMMs should publish indications as promptly as practicable but should be mindful of their
additional obligations under Rule 123D to publish one or more indications, under the supervision of a Floor
Official, in situations where the opening price would be affected by an imbalance of market and limit buy and
sell orders in a security.

In the event that one or both of the Exchanges invokes its exemptive powers under Rule 48 (Exemptive Relief
— Extreme Market Volatility Condition), the terms of that rule would govern the obligation to publish pre-
opening indications.

NYSE and NYSE Amex Equities Rules and Policies Relating to the Close

MOC/LOC and CO Order Entry and Cancellation

Members and member organizations are reminded that the provisions of Rule 123C (Closing Procedures)
apply to the close on the March 18 Expiration Day. While the Exchanges expect their systems to operate
normally on March 18, in the unlikely event of a systems interruption leading into or at the Close, the Closing
Procedures set out in Rule 123C would operate as if the Exchanges had declared a regulatory halt in one or
more securities.

In the event that one or both of the Exchanges invoke its exemptive powers under Rule 123C(9) (Closing
Procedures - Extreme Order Imbalances at or Near the Close), the terms of that rule would govern the
handling of orders at the Close. See Section IV. D, below.
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In connection with the entry of MOC/LOC and CO orders, members should pay particular attention to the
following:

A “published imbalance” is an imbalance that has been disseminated to the Tape. An imbalance
announced verbally or physically posted at the panel is not considered to be a published imbalance.
See Section IV. B, below. The NYSE/NYSE Amex Order Imbalance Information product, a data feed
of real-time order imbalances that accumulate prior to the opening and the closing of trading on the
Exchanges, does not constitute a “published imbalance.”

Brokers and traders are reminded that, while they should enter orders as early in the day as possible,
all MOC/LOC orders (unless entered to offset a published imbalance) must be entered by 3:45 p.m.
Entering MOC/LOC orders early provides DMMs with the opportunity to more quickly identify and
disseminate potential order imbalances that might exist at the Close. This, in turn, enables brokers
and traders to more effectively identify potential offsetting customer interest that could mitigate any
imbalance. MOC/LOC and CO orders entered prior to 3:45 p.m. may be canceled or reduced prior to
that time for any reason.

After 3:45 p.m. Exchange systems will accept only MOC/LOC orders that offset a published imbalance.
CO orders may be entered in any amount on either side of the market.

Between 3:45 p.m. and 3:58 p.m., MOC/LOC and CO orders may be canceled or reduced in size

only to correct a legitimate error. 1   “THIS APPLIES TO INSTANCES WHERE CANCEL/REPLACE
FUNCTIONALITY IS USED.”

Please note that FINRA will continue to closely monitor the cancellation of MOC/LOC and CO orders
pursuant to the Rules of the Exchanges.

After 3:58 p.m., MOC/LOC and CO orders may not be cancelled or reduced in size for any reason
except in accordance with Rule 123C(9) (see Section IV(D), below).

In the event of a trading halt effective at 3:45 p.m. or later, MOC/LOC orders may be entered only to
offset a published imbalance. CO orders, however, may be entered in any amount on either side of the
market. See Rule 123C(2)(c).

Imbalance Publications 2 

Rule 123C(5) provides for the publication of order imbalances as described below. In addition, members
and member organizations may refer to the attached quick-reference page for a summary of the times and
requirements for imbalance publications. DMMs are reminded that erroneous imbalance publications must be
corrected as soon as practicable.

Informational Imbalance Publications between 3:00 p.m. and 3:45 p.m.

Between 3:00 p.m. and 3:45 p.m., DMMs are encouraged to issue Informational Imbalance Publications
of any size if they believe that there could be significant price dislocation at the Close. These publications
are informational only and do not limit MOC/LOC or CO order entry or cancellation before 3:45 p.m. DMMs
who wish to issue an Informational Imbalance Publication must obtain prior approval from a Floor Official
or qualified Exchange employee (see Rule 46.10) prior to issuance. Floor Official approvals to issue
Informational Imbalance Publications should be recorded on the Floor Official Approval form under Item
12 (“Consultation/Other”). Members should state the proposed imbalance information and note any other
relevant information (e.g., average daily trading volume (“ADTV”), size, degree of impact) in connection with
the request.

Mandatory MOC/LOC Imbalance Publications at 3:45 p.m.
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As soon as practicable after 3:45 p.m., any MOC/LOC imbalance of 50,000 shares or more for NYSE-listed
securities, and 25,000 shares or more for NYSE Amex Equities-listed securities, will be published. Other
significant imbalances of lesser size (e.g. less than 50,000/25,000 shares but significant relative to the ADTV
of a particular security) may be published by the DMM with Floor Official or qualified Exchange employee
approval. As with Informational Imbalance Publications, Floor Official approvals to issue certain Mandatory
MOC/LOC Imbalance Publications should be recorded on the Floor Official Approval form under Item 12
(“Consultation/Other”) and members should state the proposed imbalance information and note any other
relevant information (e.g. ADTV, size, degree of impact) in connection with the request.

In addition, any Informational Imbalance Publication issued prior to 3:45 p.m. must be updated. An imbalance
of 50,000 shares (NYSE), 25,000 shares (NYSE Amex Equities), or more will be published. If there is an
imbalance of any lesser size that is significant relative to the ADTV of the stock, it may be published by
the DMM with Floor Official or qualified Exchange employee approval. If there is no such imbalance, a “no
imbalance” indication must be issued by the DMM.

Mandatory MOC/LOC Imbalance Publications after a Trading Halt

If a trading halt is in effect at 3:45 p.m. but is lifted prior to the Close, any MOC/LOC imbalance of 50,000
shares (NYSE), 25,000 shares (NYSE Amex Equities), or more will be published, and any imbalance of
lesser size if significant relative to the ADTV may be published by the DMM as soon as possible after trading
reopens, subject to prior Floor Official or qualified Exchange employee approval. If the trading halt is not lifted
before the Close, there will not be any imbalance publications.

Exchange Publication of Order Imbalance Information

In addition to the Informational Imbalance and Mandatory MOC/LOC Imbalance Publications described
above, the Exchanges also make available real-time Order Imbalance Information prior to the Close in
accordance with Rule 123C(6). These publications take place approximately every five (5) seconds between
3:45 p.m. and 4:00 p.m. The Order Imbalance Information publications use a reference price in order to
indicate how many shares would be needed to close the security at that price, including MOC, marketable
LOC and CO orders. (For more information on how the reference price is determined, see Rule 123C(6)(a)
(iii)). Beginning at 3:55 p.m., the Order Imbalance Information publications also include stop orders, d-Quotes

and all other e-Quotes containing pegging instructions eligible to participate in the closing transaction. 3 

As noted above, Order Imbalance Information publications are solely for informational purposes and off-
setting interest must not be submitted in response to Order Imbalance Information publications. Off-setting
MOC/LOC interest may be submitted only as described in this memo in response to a Mandatory MOC/LOC
Imbalance Publication issued at 3:45 p.m. or after a trading halt in accordance with Rule 123C(2).

Printing the Closing Transaction

Rules 116.40 and 123C(8)

DMMs are reminded that the closing transaction must be printed consistent with Rules 116.40 and 123C(8)
and must accurately reflect both the closing price and closing volume when printing the closing transaction.
(For more information on the execution of orders at the Close, see Rule 123C(7)). Members and member
organizations are reminded that, when arranging the Close, they may not use the Display Book system in an
inappropriate manner designed to discover information about unelected stop orders.

Due to possible system latency, marketable orders entered into Exchange systems before 4:00 p.m. might
not be received at the post until after 4:00 p.m. These orders should be incorporated into the closing process,
just as non-MOC/LOC interest that is known at the post is factored into the closing print after 4:00 p.m.

Verbal Interest and e-Quotes at the Close
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All interest, including verbal, e-Quoted, d-Quoted and Display Book interest, should be taken into account by
the DMM when formulating the Close pursuant to Rule 123C(7).

Depending on whether it is marketable or not, verbal interest may be handled differently than e-Quoted
interest at the Close. Marketable verbal interest is included with all market and MOC interest at the Close,
while limited verbal interest and e-Quotes are on parity with limit orders. DMMs are reminded that verbal
interest from a Floor broker should be handled one of two ways: (i) limited verbal interest should be
entered into the system as a manual e-Quote and DMMs may require a written order from the broker; or (ii)
marketable verbal interest should be entered into the Closing template.

Orders to Offset MOC/LOC Imbalances at the Close to Mitigate Price Disparity

Rule 902 (Off Hours Trading Orders) provides for entry of orders after the Close. Rule 902(a)(ii)(B) permits
DMMs to include in the calculation of the Close legitimate market interest that has agreed to offset all or part
of any MOC imbalance that existed prior to the Close at 4:00 p.m. The DMM's use of this offsetting interest
to minimize significant price dislocation on the Close will result in a closing-price coupled order between the
DMM and member, member organization or customer. If the member, member organization or customer
agrees, the DMM may include this interest in offsetting an imbalance when setting the closing price and
increase DMM participation in the closing print to the extent of the new contra interest. In this way the DMM
will liquidate or cover the related dealer position, and the member, member organization or customer will
acquire the position. Such closing-price coupled orders are executed at the Ramp.

It is important to note that Rule 902 may not be relied on for the entry of an order after the Close when there
is no MOC/LOC imbalance or when the imbalance would not result in volatility and/or price dislocation. In
addition, it cannot be used if the Close has already been printed.

Extreme Order Imbalances at or Near the Close

In order to avoid significant dislocation in the closing price that may result from an order entered or
represented at or near the Close, Rule 123C(9) permits the Exchanges to temporarily suspend the hours
of operation under Rule 52 so that offsetting interest may be solicited from both on-Floor and off-Floor
participants and entered to reduce the size of the imbalance. Any such extension of trading under Rule
123C(9) would be designated by the Exchanges for a specific time period within 30 minutes after the
scheduled close.

Rule 123C(9) also permits temporary suspension of the prohibition on the cancellation or reduction of an
MOC/LOC order after 3:58 p.m. where there is a legitimate error in such an order and the execution of the
order would cause significant price dislocation at the Close.

Only the DMM assigned to a particular affected security may request relief under Rule 123C(9). A request
for relief under Rule 123C(9) must be approved and supervised by an Executive Floor Governor or qualified
NYSE Euronext employee.

V. Adequacy of Operations and Supervisory Staff

All members and member organizations, including DMMs, should ensure that both operational and
supervisory staffing on and around the March 18 Expiration Day will be sufficient to monitor and process
all orders, regardless of the form in which they are received, as well as to handle the increased workload
anticipated as a result of the quarterly rebalancing. All members and member organizations should also
review their systems to ensure that they have adequate capacity to handle the expected increase in volume.
For example, DMM firms should review their DMM Unit algorithm to ensure that they meet their obligations to
maintain a fair and orderly market. DMMs are reminded to seek the advice of a Floor Official regarding any
unusual situations as quickly as possible.

VI. Supervision
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Review of Policies and Procedures

In view of increased automated order delivery, e-Quoting and automatic execution, members and member
organizations should carefully review their procedures as well as their supervisory systems for handling
orders in connection with the March 18 Expiration Day. Specifically, members and member organizations
should review their practices for handling orders at or near the Close, particularly with respect to any
orders where there is an on-close or other price guarantee for those securities that are part of the quarterly
rebalancing. Reviews should include both manual orders and those handled systemically, such as orders
that are handled by a computer algorithm. In addition, members and member organizations should take all
necessary steps to ensure that the relevant trading and back-office staff are familiar with firm procedures
for handling orders at or near the Close. Members and member organizations should also be mindful of the
guidance issued in Information Memo 09-22 (May 28, 2009) (attached) regarding procedures for escalating
and addressing inquiries arising from real-time regulatory or trading issues.

In addition, members and member organizations are reminded of their obligation to have adequate
systems and controls relating to the use of firm systems by correspondents or others. Please consult
NYSE Information Memos 02-48 (November 7, 2002) and 07-60 (June 29, 2007) (both attached) for more
information.

Adequacy of Compliance Program

Members and member organizations are also reminded to ensure that they have a robust compliance
program that includes adequate written policies, procedures and supervisory controls to monitor for
compliance with NYSE and NYSE Amex Equities Rule 123C and the guidance contained in this Information
Memo. Policies and procedures must be adequate to ensure that all procedures related to MOC/LOC orders
are appropriately followed, and to detect and deter any actions that may violate NYSE, NYSE Amex and/or
SEC rules.

Due Diligence Requirements

Consistent with the requirements of Rule 405, before any at-the-close order is transmitted to the Floor the
member or member organization accepting the order must exercise due diligence to learn the essential
facts relative to the order, including the purpose and propriety of the at-the-close instruction. In addition, an
imbalance of orders at or near the Close, caused in part by the entry of such orders, could lead to trading
being halted in the security and such orders not receiving an execution.

Supervision to Prevent Improperly Affecting the Close

Members and member organizations must also ensure that their activity does not have the effect of artificially
impacting the closing price. Firms should review procedures utilized in connection with orders to be executed
at or near the Close with their traders and other order-entry personnel. Firms should also review systemic
order-entry functions (e.g., algorithms or “smart servers”) for compliance with the NYSE and NYSE Amex
Equities rules and the provisions of this Information Memorandum. Firms should also review the provisions
of NYSE Information Memo 95-28 (July 10, 1995) (attached), which discusses trading near the Close and
activity that would constitute violations of NYSE and NYSE Amex Equities Rules, as well as federal securities
laws.

In that connection, members and member organizations are reminded that, where a firm has committed to
purchase from (sell to) a customer at a price that is derived from the closing price (e.g., MOC orders) while
also reserving a significant position of its hedging or covering transaction to be executed at or near the Close,
they must operate with substantial care. If the transaction is completed in a manner that does not effectively
place the firm at market risk or if the transaction does not provide an opportunity for possible contra side
interest to develop and/or react to the activity, it would raise manipulative concerns and would operate as
conduct inconsistent with just and equitable principles of trade.
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Compliance with Federal Securities Laws and Rules

In addition to complying with NYSE and NYSE Amex Equities Rules and policies, members and member
organizations should review all other applicable federal securities laws and regulations, including Section 9(a)
(2) of the Securities Exchange Act, Regulation SHO and Rule 10b-5, as well as the margin and capital rules.
Firms must ensure that they have written policies, procedures, and supervisory controls reasonably designed
to detect and deter potentially violative conduct.

VII. Staff Contacts

Regulatory questions regarding this memorandum should be addressed to:

Patricia Bergholc, Director, FINRA Market Regulation, , 917.281.3054;

Michael Fryer, Director, FINRA Market Regulation, , 917.281.3071;

John Saxton, Director, FINRA Market Regulation, , 917.281.3114;

Andrew White, Director, FINRA Market Regulation, , 917.281.3126;

Clare Saperstein, Vice President, NYSE Regulation, Inc., 212.656.2355,; or

David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166,

Operations questions concerning this memorandum may be addressed to the following:

Paul Bauccio, Senior Vice President, Operations, , 212.656.2929;

Dennis Pallotta, Director, Operations, , 212.656.5236

Sonia Rosa, Director, Operations, , 212.656.2899.

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at the On-
Floor Surveillance Unit Booth on the Floor

______________________________

NYSE Regulation

Links

InfoMemo: 10-11 http://TBD……/reg/nyse/information-memos/detail?memo_id=10-11

NYSE/NYSE Amex Equities Close

• MOC/LOC entry

- Must be entered by 3:45 pm, unless offsetting a published imbalance.
- Must be entered electronically.

• Cancellation of MOC/LOCs

- Cannot be cancelled after 3:58 pm, even if legitimate error.*
• MOC/LOC Publication

- One Regulatory MOC/LOC publication at 3:45, done systemically
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• Closing Offset (“CO”) Order — New Order Type

- Can be entered on either side of the market, at any time during the day.
- Can be used to offset any imbalance at the Close.
- Not guaranteed to participate; may participate only to offset imbalance if no other interest
is remaining to trade at the closing price on the same side of the CO order.
- Cannot swing balance to other side.
- Time priority basis with other CO orders on the same side of the market.
- Not included in the mandatory MOC/LOC imbalance publication.
- Subject to the same restrictions on cancelling as MOC/LOC orders, i.e., cannot be
cancelled after 3:58 pm, even if legitimate error*

• Order Imbalance Data feeds (Proprietary Data product) to all customers (upstairs and Floor)

- Every 5 seconds beginning at 3:45
- Compiled using:

• Reference price
• MOC/LOC imbalance and the side of the market
• At 3:55, d-Quotes and all other e-Quotes containing pegging instructions eligible

to participate on the Close
• MOC/LOC paired quantity at reference price
• CO orders on the opposite side
• At-price LOC interest eligible to offset the imbalance.

- Two new data fields —
• Price at which closing-only interest (MOC orders, marketable LOC orders and

CO orders on the opposite side of the imbalance) will execute in full
• Price where all orders eligible to trade on the Close would execute against

themselves and orders on DBK.
• d-Quote entry for closing transactions must be entered by 3:59:50.

*Except as provided in Rule 123C(9)(a)

Number 10-11

February 26, 2010

ATTENTION: CHIEF EXECUTIVE OFFICER, CHIEF OPERATIONS OFFICER, LEGAL AND COMPLIANCE
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENT TO NYSE & NYSE AMEX EQUITIES RULES 123C (“Market On The Close
Policy And Expiration Procedures”), 13 (“Definition of Orders”) AND 15 (“Pre-Opening Indications”) -
MODIFICATION OF CLOSING PROCESS PROCEDURES

I. Purpose

The purpose of this Information Memo is to advise members and member organizations that effective March
1, 2010, New York Stock Exchange, LLC (“NYSE”) and NYSE Amex LLC (“NYSE Amex”) (collectively herein
the “Exchanges”) will modify their closing procedures pursuant to an amendment of NYSE and NYSE Amex
Equities Rules 123C. Conforming amendments were also made to NYSE and NYSE Amex Equities Rules
13 and Rules 15. These modifications to the closing procedures and the corresponding rule amendments
contain significant changes to the way in which the close of trading is handled on the exchanges. Accordingly,
members and member organizations should carefully review this memorandum to ensure that they will be in
full compliance with the changes when they go into effect on March 1, 2010.
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II. Background - Closing Procedures Prior to Current Amendments.

This section contains a description of the current pre-amendment NYSE and NYSE Amex Equities Rules
123C procedures for the entry and execution of market-at-the-close (MOC) and limit-at-the-close (LOC)
orders and the determination of the closing print(s) to be reported to the Consolidated Tape for each security
at the close of trading.

Prior to the amendments described herein, all MOC/LOC orders were required to be entered by 3:40 p.m.,
unless entered to offset a published imbalance on either side of the market or if a regulatory halt is in effect at
3:40 p.m. Further, between 3:40 p.m. and 3:50 p.m., MOC/LOC orders were irrevocable, except to correct a
legitimate error, or when a regulatory trading halt was in effect at or after 3:40 p.m. After 3:50 p.m. MOC/LOC
orders cannot be cancelled or reduced for any reason except those provided for in NYSE and NYSE Amex
Equities Rule 123C(8)(a) which governs an extreme order imbalance at or near the close.

At 3:40 p.m., the Designated Market Maker (“DMM”) was required to publish imbalance information in
any security where the order imbalance of buy MOC and marketable LOC buy orders and sell MOC and
marketable LOC sell orders is 50,000 shares or more on the NYSE and 25,000 shares or more on NYSE
Amex. If at 3:40 p.m., there exists any other significant imbalance (i.e., an imbalance of less than 50,000
shares (NYSE)/25,000 shares (NYSE Amex)) that is significantly greater than the average daily volume in
the stock, the DMM may publish an imbalance after obtaining Floor Official Approval. The DMM must update
these imbalance publications as soon as practicable after 3:50 p.m.

Additionally, under the Rule prior to these amendments, an Informational Imbalance of any size may also be
published between 3:00 and 3:40 p.m. with the approval of a Floor Official. If such an Informational Imbalance
is published, as soon as possible after 3:40 p.m., the DMM must either update the Informational Imbalance
with an imbalance publication for 50,000(NYSE)/25,000(NYSE Amex) shares or more, or any other significant
imbalance. If there is neither a significant imbalance nor one of 50,000(NYSE)/25,000(NYSE Amex) shares
or more, a “no imbalance” notice must be published. If an imbalance or “no imbalance” notice is published at
3:40 p.m., a significant imbalance or one of 50,000(NYSE)/25,000(NYSE Amex) shares or more (or, in their
absence, a “no imbalance” notice) must be published as soon as possible after 3:50 p.m.

In addition to publications described above, NYSE and NYSE Amex Equities Rule 123C(6) permit the
Exchanges to disseminate a data feed of real-time order imbalance information that accumulates prior to
the close of trading on the Exchanges (“Order Imbalance Information”). Order Imbalance Information is
disseminated every fifteen seconds between 3:40 p.m. and 3:50 p.m.; thereafter, it is disseminated every five
seconds between 3:50 p.m. and 4:00 p.m.

NYSE and NYSE Amex Equities Rules 123C prior to the amendments described herein, further prescribe the
Expiration Friday Auxiliary Procedures for the Opening. Those provisions of the rule govern the time of entry
and the marking of orders related to expiring index contracts.

III. New - Amendments to NYSE and NYSE Amex Equities Rules 123C, 13 and 15

The Exchanges have amended and renamed NYSE and NYSE Amex Equities Rules 123C and they are
now entitled “The Closing Procedures”. The Exchanges further deleted the “At the Close” order type from
NYSE and NYSE Amex Equities Rules 13 and replaced it with the specific definition of MOC/LOC orders. The
definitions of MOC/LOC orders were deleted from NYSE and NYSE Amex Equities Rules 123C.

The new Closing Procedures are effective March 1, 2010 and will be implemented Floor-wide on that date.
They incorporate a new order type pursuant to NYSE and NYSE Amex Equities Rules 13. The new Closing
Offset (“CO”) order will provide market participants an additional method to offset any imbalance that exists at
the closing trade. Although not guaranteed to participate in the closing transaction, the CO order is eligible for
execution in the closing transaction when there is an imbalance of orders to be executed on the opposite side
of the market from the CO order and there is no other interest remaining to trade at the closing price on the
same side of the CO order.
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Unlike MOC/LOC orders, CO orders may be entered on either side of the market, at anytime prior to the
close. Restrictions on canceling CO orders are the same as those for MOC/LOC orders. CO orders are not
included in the calculation of the Mandatory MOC/LOC Imbalance or the Informational Imbalance (now 3:00
- 3:45 pm) and cannot swing an imbalance to the opposite side of the market. CO orders will be executed
only up to the amount needed to offset the remaining imbalance at a closing price where all other interest has
been filled. CO orders are executed based on time priority of receipt in the Exchanges' systems of all same
side CO orders in that symbol.

Pursuant to the Closing Procedures, all MOC/LOC orders must now be entered electronically by 3:45
p.m., unless entered to offset a published imbalance. A single Mandatory MOC/LOC Imbalance Publication
(“Mandatory Imbalance Publication”) is required as soon as practicable after 3:45 p.m. where there is an
imbalance equal to or greater than 50,000 shares (NYSE)/25,000 shares (NYSE Amex). Pursuant to the
provisions of Rule 123C(5)(a), a DMM may also publish a Mandatory Imbalance Publication with prior Floor
Official or qualified NYSE Euronext employee as defined in NYSE Rule 46.10 approval as soon as practicable
after 3:45 p.m., if there exists an imbalance that otherwise constitutes a significant imbalance, such as an
imbalance of less than 50,000 shares (NYSE)/25,000 shares (NYSE Amex) in any security where such
imbalance is significant in relation to the average daily trading volume in the security.

The new Closing Procedures further permit the cancellation or reduction of MOC/LOC and CO orders only for

legitimate errors between 3:45 p.m. and 3:58 p.m. 1   After 3:58 p.m., cancellations or reductions in the size of
MOC/LOC and CO orders, even in the event of legitimate error, will not be permitted, except pursuant to Rule
123C(9)(a)(2). A legitimate error pursuant to new NYSE and NYSE Amex Equities Rule 123C(1)(c) is an error
in any term of an MOC or LOC order, such as price, number of shares, side of the transaction (buy or sell) or
identification of the security.

The Exchanges will continue to publish the Order Imbalance Information data feed which will now commence
at 3:45 p.m. and be disseminated approximately every five seconds until 4:00 p.m. The modified Order
Imbalance Information data feed is compiled using the following: (i) reference price; (ii) MOC/LOC imbalance
and the side of the market; (iii) d-Quotes and all other e-Quotes containing pegging instructions eligible to

participate in the closing; 2   (iv) MOC/LOC paired quantity at reference price; (v) CO orders on the opposite

side 3   of the imbalance and (vi) at-priced LOC interest eligible to offset the imbalance.

In addition, the new Order Imbalance Information data feed will include two new data fields that provide
subscribers with a snapshot of the prices at which interest eligible to participate in the closing transaction
would be executed in full against contra interest at the time the data feed is disseminated. The two new data
fields will show (i) the price at which closing-only interest (i.e., MOC orders, marketable LOC orders, and
CO orders on the opposite side of the imbalance) may be executed in full, and (ii) the price at which all orders
eligible to trade on the close would execute against orders in the Display Book (e.g., limit orders, including
Floor broker interest (e-quotes) and DMM interest (s-quotes), the full quantity of Minimum Display Reserve
Orders, d-Quotes and pegging e-Quotes, and Stop orders).

Similarly, NYSE & NYSE Amex Equities Rules 15 have been amended to conform the pre-opening Order
Imbalance Information data feed to provide market participants with more information prior to the opening
transaction, by including the price at which all interest eligible to participate in the opening transaction may be
executed in full.

Pursuant to new NYSE and NYSE Amex Equities Rules 123C(f), a “trading halt” has the same meaning as
that term is defined in NYSE and NYSE Amex Equities Rules 123D (“Trading Halt”). Where a Trading Halt
is in effect at 3:45 p.m., a Mandatory MOC/LOC Imbalance will be published as close to the resumption of

trading as possible if the Trading Halt is lifted prior to the close of trading. 4   In this event, MOC/LOC orders
may be entered to offset the published imbalance. If a Trading Halt is not lifted before the close of trading,
the entry of MOC/LOC interest, including offsetting interest, is prohibited. If a Trading Halt occurs in a security
after a Mandatory Imbalance Publication (i.e., after 3:45 p.m.), MOC/LOC orders may be entered to offset
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the published imbalance. Where a Trading Halt occurs after 3:45 p.m. and there is no Mandatory MOC/LOC
Imbalance in the security, the entry of MOC/LOC interest will not be allowed. Note that under amended NYSE
and NYSE Amex Rule123C, no special provisions apply to the cancellation of MOC/LOC and CO orders
with respect to whether a Trading Halt is in place. The cancellation of MOC/LOC and CO orders is governed
by NYSE and NYSE Amex Rules 123C(3) and 123C(9)(a)(2) (“Extreme Order Imbalances at or Near the
Close”).

Finally, new NYSE and NYSE Amex Rule 123C(7) list all the interest that must be executed or cancelled
as part of the closing transaction and the hierarchy of the interest that may be used to offset the closing
imbalance.

IV. New - Elimination of Expiration Friday Auxiliary Procedures for Opening

The Exchanges rescinded the provisions governing “Expiration Friday Auxiliary Procedures for Opening,”
because Exchange systems allow the DMM to accommodate for fluctuation in volume, thus rendering the
provisions of this section unnecessary. Moreover, the order marking provisions were an accommodation to
member organizations. Today, all Exchange member organizations are capable of affixing appropriate order
designations rendering these provisions unwarranted.

In addition, the “Due Diligence Requirements” were deleted from NYSE and NYSE Amex Equities Rules
123C since they are duplicative provisions that are codified in NYSE and NYSE Amex Equities Rule 405.
Members and member organizations are advised that they are still responsible for compliance with the
provisions of NYSE and NYSE Amex Equities Rule 405.

V. Staff Contacts

Operations questions concerning this memorandum may be addressed to the following:

Paul Bauccio, Senior Vice President, NYSE Operations, at (212) 656-2929 Robert Airo, Senior Vice
President, NYSE Operations, at (212) 656-5663

Regulatory questions concerning this memorandum may be addressed to the following:

Deanna G.W. Logan, Managing Director, NYSE Regulation, at (212) 656-2389

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
Booth in the Garage. Questions that are not time sensitive may also be submitted to Ask Market Surveillance.
If you or your member organization are not already a subscriber to the Ask Market Surveillance system,
please refer to Member Education Bulletin 2006-3 (January 30, 2006) for more information.

______________________________

NYSE Regulation, Inc.

Number 09-22

May 28, 2009

ATTENTION: COMPLIANCE AND LEGAL DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Procedures for Escalating and Addressing Inquiries Arising from Real-Time Regulatory or Trading
Issues

The purpose of this Information Memo is to remind all members and member organizations that they should
have a process in place to enable timely response to and resolution of inquiries from their employees or
NYSE Regulation, Inc. (“NYSE Regulation”) regarding real-time regulatory matters or trading activities on
the Floor or through NYSE systems. Such a process is mandated by Rule 342 which requires adequate
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procedures for supervision and control of business activities, including a separate system of follow-up and
review, designed to achieve compliance with applicable rules and federal securities laws.

There have been recent instances in which Market Surveillance and/or member organization employees
have attempted to contact member organizations with respect to various regulatory issues but the member
organization was unable to promptly respond, and the matter could not therefore be resolved in a timely
fashion. The types of matters that require prompt escalation and attention include, but are not limited to,
account intrusion activity, unusually large orders that could have been submitted in error, unusual trading that
could be the result of aberrational algorithmic activity, potentially violative odd-lot transactions, or potentially
fraudulent or manipulative trading.

While it is important to maintain information barriers and confidentiality requirements, it is also necessary
that member organizations be able to quickly respond to real-time regulatory or trading issues in order to
maintain a fair and orderly market. NYSE Regulation recognizes that member organizations need to have
in place appropriate information barriers under applicable rules and federal securities laws and that such
information barriers may implicate the sharing of information within a business unit in a member organization.
To that end, member organizations should have policies and procedures that retain information barriers
while providing for the prompt escalation, review, and resolution of all real-time trading issues by legal and
compliance staff. Risk managers, compliance officers, and/or other appropriate individuals within a business
unit should have access to necessary information (live order information, position information, etc.) and
necessary areas at the member organization in order to resolve such inquiries. The responsible individual(s)
should also be sufficiently supported in resolving these inquiries.

The identity (name, title, and location) and contact information (telephone numbers, e-mail address, etc.)
for each individual designated pursuant to the member organization's policies and procedures for response
to real-time trading issues should be provided to all applicable member organization employees. At the
member organization's discretion, this contact information may also be provided to Market Surveillance, via
the Electronic Filing Platform.

Member organizations should update this contact information on a rolling basis. Also, policies and procedures
should provide a mechanism for NYSE Regulation personnel to have prompt access to the designated
individual(s) regarding any such inquiries.

In addition, for any regulatory questions relating to real-time trading activities on the Floor or through
NYSE systems, member organizations may contact Patricia Bergholc, Director, Market Surveillance, (212)
656-4948, pbergholc@nyx.com.

Staff Contacts

Questions regarding this Information Memo should be directed to Jean O'Rourke, Director, Market
Surveillance, (212) 656-6007, jorourke@nyx.com, or Peter Bon Viso, Senior Counsel, Market Surveillance,
(212) 656-5621, pbonviso@nyx.com.

______________________________

John F. Malitzis

Executive Vice President

Market Surveillance

Number 02-48

November 7, 2002

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, CHIEF OPERATIONS OFFICER,
INTERNAL AUDIT, COMPLIANCE, LEGAL AND TRADING DEPARTMENTS

TO: MEMBERS AND MEMBER ORGANIZATIONS
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SUBJECT: ELECTRONIC TRANSMISSION OF ORDERS

Recently there have been a number of instances where members or member organizations have submitted
orders to the Exchange in error via electronic order entry systems. These errors were the result of human
error or defective commercial or proprietary software systems used to submit DOT Orders to SIAC. The two
primary causes of the error transmissions were: (1) transmitting orders containing an incorrect quantity of
shares; and (2) inadvertently releasing files containing orders transmitted the previous day.

The purpose of this memo is to emphasize to members and member organizations their responsibilities
when utilizing electronic order routing systems. Please also see Information Memos Nos. 92-43, dated
December 29, 1992, 92-15, dated May 28, 1992, and 89-6, dated January 25, 1989. Members and
member organizations are reminded of the regulatory requirements (internal control and written supervisory
procedures) and business practices (Know Your Customer) that must be adhered to when electronic order
entry systems are used.

SYSTEM CONTROLS MANDATORY

While electronic order entry systems can enhance members' or member organizations' ability to route and
execute orders, errors resulting from their use can result in increased market volatility and significant financial
risk and exposure to members and member organizations. Accordingly, all electronic order entry systems
must have written internal control and supervisory procedures, regardless of whether the member or member
organization is utilizing its own proprietary system or that of an outside vendor.

Electronic order entry systems, should, at a minimum, incorporate the following features: 1.) controls that limit
use of the system to authorized persons/parties, 2) checks for validation of order accuracy, 3) established
limits and/or order prohibitors, to prevent orders exceeding preset credit and order size parameters from
being transmitted for execution, and 4) controls that monitor for duplication/retransmission of orders
previously transmitted for execution. When members or member organizations use a vendor's order entry
system, it is incumbent upon the member or member organization to ensure that the system has the requisite
controls in place and that the vendor's system complies with all Exchange audit trail requirements, including
Front End Systemic Capture (“FESC”) as required by Rule 123(e).

PROBLEMS RESULTING FROM SYSTEMS MAINTENANCE

Several of the recent errors occurred as the direct result of systems maintenance. Members and member
organizations must ensure that when software maintenance is being performed on their own electronic
order entry systems that safeguards are in place to prevent the inadvertent disabling of such systems or any
automated messaging systems that are used to alert firms as to problems with their order entry systems.
Further, such systems should be separated so that when maintenance is performed on one system it does
not impact or disable the other system. Similarly, members and member organizations are responsible to
ensure that such safeguards are in place for order entry systems of vendors or otherwise provided to or
utilized by correspondents and other third parties.

IMPROPER TESTING OF SYSTEMS PROHIBITED

The Exchange has recently become aware of instances where members and member organizations test their
systems' connectivity to the Exchange's systems by sending what purports to be an actual order, but one not
executable because of its terms (for example, sending an order to buy or sell 100 shares of a stock at $1,
when the stock is trading well outside that price), and immediately sending a cancellation of the order.

Any test of a member's or member organization's system connectivity to the Exchange must be performed
using the appropriate established testing procedures. Test messages should be clearly denoted as such and
should not be sent in the guise of an actual order.

PERMITTING USE BY CORRESPONDENTS AND OTHERS
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Before a member or member organization grants correspondents or other parties, pursuant to carrying,
clearing or other arrangements, access to its (or a vendor's) electronic order routing system, it must ensure
that reasonable written control and supervisory procedures (that must include at a minimum the four features
enumerated under the subhead “System Controls Mandatory” on page one of this Memo) are in place, and
must obtain and maintain as part of its books and records a copy of such correspondent's written control
procedures as well as a written undertaking from the correspondent that it will abide by such procedures. In
addition, the correspondent must provide the member or member organization with written notification of any
significant changes to such procedures. As an alternative, the carrying or clearing member organization itself
may establish the procedures by which a correspondent must abide and must obtain a written undertaking
from the correspondent that it will comply with such written procedures.

A member or member organization can also satisfy this requirement by using an electronic screen i.e., built-in
system checks, such as preset size and/or dollar limits, in its electronic order entry system.

DUE DILIGENCE OBLIGATIONS

Members and member organizations are also reminded of the requirements of Exchange Rule 405
(“Diligence as to Accounts”) also referred to as the “Know Your Customer” Rule, which provides, in part, that
members and member organizations must learn the essential facts relative to every customer and order. The
Rule's requirements are imposed on every customer order, regardless of the method or system used for their
receipt and transmission, including those routed via electronic trading systems.

Questions regarding this memo may be directed to your Finance Coordinator at the Exchange.

______________________________

Salvatore Pallante

Executive Vice President

Attachments

Number 07-60

June 29, 2007

ATTENTION: CHIEF EXECUTIVE OFFICER, CHIEF OPERATIONS OFFICER, LEGAL AND COMPLIANCE
DEPARTMENTS

TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ODD-LOT ORDER REQUIREMENTS

*** Please Show to Your Compliance Officer ***

I. Purpose

The purpose of this Information Memo is to remind all members and member organizations of the NYSE
requirements governing use of the odd-lot system remain in effect and that odd-lot order activity must comply
with these requirements. Firms are warned that use of the odd-lot system in ways that are inconsistent with
traditional odd-lot investment activity is prohibited and violations will be pursued by the relevant regulatory
authority, including NYSE Regulation.

II. Background

The NYSE odd-lot system is intended to afford customers of members and member organizations an
inexpensive and efficient order execution system compatible with traditional odd-lot investing practices of
smaller individual, retail investors. NYSE Rules 124 and 411(b) set forth procedures and requirements for the
proper execution and processing of odd-lot orders. From the inception of the NYSE odd-lot system, the NYSE
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has required that the odd-lot system not be used as a professional trading vehicle, except as otherwise
provided in this Memo. For purposes of this Memo, a professional trading vehicle includes trading strategies
by professionals that would result in more than an incidental use of the odd-lot system.

III. Odd-Lot Order Handling and Prohibited Trading Practices

Use of the odd-lot system in ways that are inconsistent with traditional odd-lot investment activity or order
entry practices that are intended to circumvent the round lot market constitute abuses of the odd-lot system
and are prohibited. For example, members and member organizations are not permitted to engage in the
following conduct:

• Unbundling market or limit round-lots for the purpose of entering odd-lot orders in comparable
amounts;

• Failing to aggregate odd-lot orders into round-lots when such orders are for the same account or for
various accounts in which there is a common monetary interest/beneficial ownership interest (note
that the requirement to aggregate such orders applies to both market and limit orders);

• Entering both buy and sell odd-lot limit orders in the same stock before one of the orders is
executed, for the purpose of capturing the “spread” in the stock;

• Effecting prearranged or wash sales in odd-lots, which are trades in which an offer to buy is coupled
with an offer to sell back at the same or an advanced price (or the reverse). These trades are
violative because they are not actually exposed to the risk of the market. Whether a transaction
presents “market risk” is a facts and circumstances determination. As a general matter, however, in
order to be considered at the risk of the market, at the time of the first transaction there can be no
guarantee or assurance of the price of the second transaction. In addition, the time period between
the two transactions would not of itself determine whether the trading had been effected at the risk
of the market Rather, such factors as the liquidity of the security and volume must be considered.
Prearranged or wash sales in odd-lots or partial round lots (“PRLs”) should not be used to create
a false or misleading appearance of more actual or apparent active trading in such security. Such
activity would violate SEC and NYSE anti-manipulation and anti-fraud rules, and other NYSE rules
including but not limited to just and equitable principals of trade and good business practices.

• Effecting prearranged or wash sales in the round-lot portion of a PRL for the purpose of effecting an
execution of the odd-lot portion of the PRL with no market risk and at a more favorable price than
market conditions would have otherwise permitted. For example, when the quote in XYZ is .05 - .15,
a customer simultaneously bids .06 for 199 shares and offers 100 shares at .06. This would cause
100 shares to execute at .06 (this would be a prohibited wash sale), which would in turn force the
specialist to sell to the customer the remaining 99 shares at .06, thereby generating a riskless odd-
lot trade at a better price for the odd-lot than the market at the time would have provided.

• Other types of trading activity in odd-lot orders or in PRLs that is not consistent with traditional odd-
lot investment activity, including index arbitrage, certain types of program trading, security classes
not usually involved in program trading (e.g., REITs, certain narrowly based structure products,
etc.), or any pattern of activity that would suggest day trading or is otherwise clearly suspicious
because it is inconsistent with traditional odd-lot investment activity.

It is also prohibited to enter a round-lot order to create a favorable execution price for odd-lot market or limit
orders pending execution in the odd-lot system.

Odd-lot limit orders may be entered as part of a program trade, provided such orders in the aggregate
constitute a relatively small part of the overall program. For example, the NYSE would consider a program
consisting primarily of odd-lot orders to be presumptively violative of NYSE Rules and policies since the use
of the odd-lot system would not be a “relatively small part of the overall program.

In determining whether trading involving odd-lots is violative, NYSE Regulation will consider, among other
factors, whether a strategy appears to intentionally utilize odd-lots for the purpose of accessing volume that
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would not be available in the round-lot market Accordingly, NYSE Regulation will consider whether a strategy
appears to be contingent on the use of odd-lots as opposed to round-lots, or seems to be structured in terms
of the size or timing of the orders so that an inappropriate large number of odd lot orders results. The conduct
described above, in addition to the above cited rules, constitutes conduct inconsistent with just and equitable
principles of trade and possible violations of federal securities laws and will result in disciplinary action by
NYSE Regulation.

IV. Supervision

a. Supervision of Sponsored Participants

Members and member organizations must establish and enforce appropriate internal systems and controls to
monitor odd-lot activity by customers, whether the order is entered by the firm or whether the order is entered
by the customer directly using the firm's electronic order routing systems. Before granting access to its (or a
vendor's) electronic order routing system to correspondents or other parties pursuant to carrying, clearing, or
other arrangements, the member or member organization must assure that that such correspondents or other
sponsored participants has adequate policies and procedures, written controls and supervisory procedures,
and surveillances in place that are reasonably designed to detect improper activity and enforce compliance
with SEC and NYSE rules. Member firms' supervisory systems must be designed to assure compliance with
NYSE and SEC rules, and to monitor for inappropriate and manipulative conduct by their customers. At a very
minimum, NYSE Regulation expects member firms to have policies, procedures, systems and controls, and
surveillances to contemporaneously detect and deter the violations of NYSE and SEC rules, including but not
limited to, the practices outlined above.

In this regard, members and member organizations are reminded that in addition to their regular supervisory
duties under NYSE Rule 342, they also have an obligation under NYSE Rule 405 (the so-called “Know Your
Customer” rule), to use due diligence to learn the essential facts relative to every customer and every order.
The Rule's requirements apply to every customer order routed through electronic trading systems, including
the NYSE's odd-lot order service. For further information on requirements for electronic transmission of
orders, please refer to Information Memo 02-48.

Members and member organizations are responsible for all order activity effected through the use of their
own or their vendors' electronic order routing systems. Firms who fail to adequately monitor for compliance by
their customers may be subject to formal disciplinary action, including fines or the suspension or termination
of its ability to enter odd lot orders or sponsor customers entering odd lot orders over its electronic order

routing systems or other regulatory sanction as appropriate. 1 

b. Books and Records

All members and member organizations are reminded of their continuing obligation to accurately record
account type information in their audit trail reporting in accordance with NYSE Rule 130(d), and should be
aware that their obligation to provide accurate account type information in reporting program trading extends
to the incidental odd-lot portions of a program; failure to properly provide account type information may result
in disciplinary action against the firm. Therefore, members are advised to be especially diligent in their efforts
to ensure the accuracy of program trading-related audit trail information.

V. NYSE Regulation Staff Contacts

Questions concerning this Information Memo should be addressed to:

Clare F. Saperstein, Principal Rule Counsel, Market Surveillance, at (212) 656-2355 Douglas Witter,
Senior Special Counsel, Market Surveillance, at (212) 656-4875
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Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
Booth in the EBR. Questions that are not time sensitive may also be submitted to Ask Market Surveillance.
(For information about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3, which
was issued on January 30, 2006, if you or your firm is not already a subscriber.)

______________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Number 95-28

July 10, 1995

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Positioning to Facilitate Customer Orders

The purpose of this memorandum is to present the Exchange's view of various trading strategies employed
by member organizations to facilitate customer stock or program orders. Although it is not possible to provide
an all-inclusive discussion of these strategies, the Exchange believes it is important to describe the kind of
activity which would be inconsistent with just and equitable principles of trade.

A member organization “A” commits to sell (buy) securities after the close to (from) a customer at the closing
price on the Exchange. To position itself to facilitate this transaction, “A” buys (sells) the stock(s) throughout
the day in a proprietary account, assuming the risk of the market. In order to reduce the risk of the proprietary
position it is assuming during the day, “A” leaves a portion of the position to be executed at the close. If
the size of the transaction(s) “A” intends to execute at the close can reasonably be expected to impact the
closing price(s), “A” should not buy (sell) any stock related to that position near the close. (“A” would not be
precluded from entering proprietary market-on-close orders for execution in the closing transaction, if “A”
is not representing any proprietary orders near the closing transaction). What constitutes “near the close”
depends upon the degree of risk which can reasonably be attributed to the position established by that trade
versus the reasonably anticipated impact the trade at the close will have on the closing price. While each
situation may be unique, depending upon the size of the transaction and the liquidity of the stock, generally
traded executed after 3:40 p.m. would be considered “near the close.” Engaging in such transactions for
the firm's proprietary account would be conducted inconsistent with just and equitable principles of trade.
However, “A” would not be precluded from executing the customer's order on an agency basis at any time,
including at or near the close. It should be recognized, however, that this does not preclude the Exchange
from determining that such activity may be a violation of the anti-manipulative provisions of the Securities
Exchange Act of 1934 or Exchange rules.

Similarly, intra-day, it would be conduct inconsistent with just and equitable principles of trade for a member
organization to effect any transactions in a stock while knowing of the imminent execution of a block, in order
to subsequently liquidate the position by (over) participating on the contra-side of the block transaction. For
example, if “A” knows a block will be bought one-quarter of a point up from the current market, “A” should not
buy stock to subsequently sell into the block transaction at the higher price.

In addition, it would be conduct inconsistent with just and equitable principles of trade for any person to
disclose to any other person trading strategies or customers' orders for the purpose of that person taking
advantage of the information for personal benefit or for the benefit of the member organization. This does not,
however, preclude a member organization from soliciting interest to trade with the contra side of a block in the
normal course of engaging in block facilitation activities.

Member organizations are required to establish and maintain procedures reasonably designed to review
facilitation activities for compliance with Exchange rules and federal securities laws. Member organizations
must ensure that trading strategies engaged in by their proprietary traders to facilitate customers' orders
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have an economic basis and are not engaged in to mark the closing price or to mark the value of a position.
In addition, before any at-the-close customer order is transmitted to the Floor, the member organization
accepting the order must exercise due diligence to learn the essential facts relative to the order, including
the purpose and propriety of the at-the-close instructions, particularly when it has knowledge of other orders
executed for the customer's account during the day.

Questions regarding the above may be directed to Agnes Gautier at (212) 656-4608.

______________________________

Robert J. McSweeney

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  A "legitimate error" is an error in the term of an order, such as price, number of shares, buy/sell, or
identification of the security. See Rule 123C(1)(c).

2  Imbalance publications include both MOC and marketable LOC orders (based on the last sale price
at the time the publication is made). See Rule 123C(1)(b) & (d), defining "Informational Imbalance
Publications" and "Mandatory MOC/LOC Imbalance Publications." For more information on how
imbalance publications are calculated, see Rule 123C(4).

3  On a day that trading on the Exchange is scheduled to close earlier than 4:00 p.m., the Exchange will
disseminate Order Imbalance Information every five (5) seconds starting at 10 minutes prior to the
Close. See Rule 123C(6)(a)(v).

1  On Monday, March 9, 2009, the Exchange introduced system functionality to (i) allow the entry of MOC/
LOC interest after 3:40 p.m. to offset published MOC/LOC imbalances that have been published to
the Tape pursuant to Rule 123C(5), and (ii) block the entry of all MOC/LOC orders that would join the
same side of a published MOC/LOC imbalance. This functionality also blocks entry of MOC/LOC orders
after 3:40 p.m. in securities for which no regulatory imbalance has been published. Additionally, the
functionality rejects cancellation requests after 3:50 p.m. for all previously entered MOC/LOC orders. As
of March 1, 2010, these times will be changed to 3:45 and 3:58 p.m., respectively to conform with the
amendments described in this memorandum. See also Information Memo 09-12.

2  These order types are included in the data feed compilation at their maximum range of discretion
beginning at 3:55 p.m. or 10 minutes before a scheduled early close.

3  In the case of a buy imbalance, CO orders to sell at a price equal to or lower than the reference price are
to be included in the imbalance. In the case of a sell imbalance, CO orders to buy at a price equal to or
higher than the reference price are to be included in the imbalance.

4  In such an instance, the DMM in the assigned security is responsible for the manual dissemination of the
Mandatory Imbalance Publication for that security.

1  NYSE Regulation has recently imposed formal disciplinary sanctions and significant fines for odd-lot
trading violations, which are described in Hearing Panel Decisions 07-10, 06-160, 06-171, and 06-192
and posted on NYSE.com.
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March 4, 2011

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: MIGRATION OF ELECTRONIC BLUE SHEET SUBMISSION DATA

SHOW TO YOUR COMPLIANCE OFFICER

This is a reminder that, effective 3 p.m. on March 10, 2011, New York Stock Exchange LLC (“NYSE”) and
NYSE Amex Equities LLC (“NYSE Amex”) (together, the “Exchange”) members and member organizations
will no longer be able to submit Electronic Blue Sheet (“EBS”) data via the Exchange's Electronic Filing
Platform (“EFP”). At that time, the EBS data submission portal will be permanently disabled. Note that EBS
submissions made through the EFP at or after 3 p.m. on March 10, 2011, will not be responsive to the
relevant regulatory Blue Sheet data request.

Beginning March 11, 2011, EBS data must be submitted either through (1) the FINRA Regulatory Filings
Application (“RFA”) platform, or (2) the Exchange platform currently known as Datatrak (this application will
be re-named File Transfer System (FTS) in the near future). Members and member organizations must take
all necessary steps to continue to meet their obligations to respond timely to regulatory EBS data requests
during this transition and are reminded of their independent obligation to review all applicable system
requirements and specifications, perform necessary testing, and assess compliance in connection with the
use of the RFA and/or NYSE platforms.

Transmission via Datatrak

NYSE and NYSE Amex Equities members and member organizations submitting EBS data through Datatrak
for the first time should contact the NYSE Technologies Service Desk at (212) 383-3640, (866) 873-7422,
or service.desk@nyx.com. Please note that member and member organizations submitting EBS data via
Datatrak will be required to reference a System ID (“Sysid”). The appropriate System ID to reference is Sysid
12343.

Transmission via FINRA

NYSE and NYSE Amex Equities members and member organizations with RFA entitlement may submit EBS
data at no cost through the RFA at https://regfiling.finra.org. Members and member organizations should
direct RFA entitlement questions to their firm's Enterprise Web Security account administrator. Please contact
the FINRA Help Desk at (800) 321-6273 for assistance obtaining access to the RFA's Blue Sheet Application.

After gaining access, members and member organizations can learn about the Blue Sheet Application
through the on-screen HELP function. Those members and member organizations accessing the RFA for
the first time should conduct testing through the RFA Customer Test Site at https://regfilingtest.finra.org. In
addition, they should log into the test site using their production credentials and test their data files. Please
send additional questions or problems via email to FINRA's Blue Sheet Section at Bluesheets@FINRA.org.

Regulatory questions regarding this Information Memo may be directed to:

David De Gregorio

Chief Counsel, NYSE Regulation

212.656.4166

Michael P. Fryer
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Associate Director, FINRA

917.281.3071

Rose Braisted

Manager, FINRA

Bluesheets@FINRA.org

___________________________

NYSE Regulation, Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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February 25, 2011

   TO: ALL NYSE AND NYSE AMEX EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO NYSE RULE 1600 (NEW YORK BLOCK EXCHANGE) TO IMPLEMENT
RULE 201 OF REGULATION SHO

I. Purpose

This Information Memo informs New York Stock Exchange (“NYSE”) members and member organizations
of recent amendments to NYSE Rule 1600 governing the New York Block Exchange, an Exchange facility
(“NYBX or the “Facility”).

As described below, Rule 1600 has been amended to add provisions on short sales in order to implement the
provisions of Rule 201 of Regulation SHO (“Rule 201”) which, if triggered, imposes a restriction on the prices
at which securities may be sold short (“Short Sale Price Test”).

The amendments to Rule 1600 are effective on February 28, 2011. The text of the amendments is attached.

Members and member organizations should consult Information Memo 11-6 for an overview of their
supervisory and order marking obligations in connection with the amended Regulation SHO requirements.

II. Background: Amendments to Regulation SHO

On February 26, 2010, the Securities and Exchange Commission (“SEC”) adopted amendments to
Regulation SHO under the Securities Exchange Act of 1934 that impose a number of significant new
requirements, including a short sale-related circuit breaker that, if triggered, restricts the prices at which

covered securities, as defined by Regulation NMS, may be sold short (“Short Sale Price Test Restriction”). 1  
In addition, the amendments contain certain related order marking provisions.

Under the new SEC rules, if the price of a covered security decreases by 10% or more from the covered
security's closing price on the listing market as of the end of regular trading hours on the prior day, a circuit
breaker will be triggered (the “Trigger Price”). Once a circuit breaker is triggered, the Regulation SHO Short
Sale Price Test Restriction prohibits the execution or display of a short sale order at a price that is less than
or equal to the current national best bid (“NBB”) for the remainder of that trading day and the following trading
day.

III. Description of Amended Rule 1600

In compliance with Rule 201, amended Rule 1600 provides that in the event a covered security, as defined in
Regulation NMS, experiences a decrease in price of 10% or more (as determined by the listing market for the
security) from the security's closing price on the listing market as of the end of regular trading hours on the
prior day, the Facility will not execute or display a short sale order with respect to that security at a price that
is less than or equal to the current NBB.

Once a Short Sale Price Test Restriction is triggered by the listing market, it will remain in effect until the close
of trading on the next trading day (the “Short Sale Period”). If the listing market lifts the Short Sale Price Test
Restriction before the Short Sale Period ends pursuant to the listing market's rules (see, e.g., amended Rule
440B, discussed in Information Memo 11-6), the Facility will execute, route to the Display Book (“DBK”) or
route to other automated trading centers in accordance with Rule 1600(d)(1), without regard to the Short Sale
Price Test Restriction.
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During the Short Sale Period, short sale orders that are limited to the NBB or lower and short sale market
orders will be re-priced by the Facility one minimum price increment above the current national best bid
(“Permitted Price”) to permit their execution at a price that is compliant with the Short Sale Price Test
Restriction before being executed, routed to the DBK or rerouted to other automated trading centers, unless,
on an order-by-order basis, the NYBX User has requested that an order be cancelled back to the User.

Consistent with Rule 201, the Permitted Price for securities for which the NBB is $1 or more is $.01 above the
national best bid; the Permitted Price for securities for which the national best bid is below $1 is $.0001 above
the national best bid. To reflect declines in the national best bid, the Facility will continue to re-price a short
sale order at the lowest Permitted Price down to the order's original price. During a Short Sale Period, when
calculating the minimum triggering volume quantity under Rule 1600(c)(3)(B)(I) for short sale orders that have
been re-priced, the Facility will use the Permitted Price rather than the original limit order price.

With respect to NYBX pegging orders during the Short Sale Period, NYBX Market Pegging Orders, as defined
in Rule 1600(c)(2)(iii), to sell short at the national best bid will be re-priced, as described above, one minimum
price increment above the current national best bid. In addition, during the Short Sale Period, any type of
NYBX pegging order, as defined in Rule 1600(c)(2)(A) or Rules 1600(c)(2)(A)(i)-(iii), to sell short that contains
an instruction to peg plus or minus the Exchange's minimum price variation will be rejected by Exchange
systems.

As permitted by Rule 201, during the Short Sale Period, the Facility will execute, route to the DBK or route to
other automated trading centers, in accordance with Rule 1600(d)(1), orders marked “short exempt” without
regard to whether the order is at a Permitted Price. The Facility will also accept orders marked “short exempt”
at any time when such systems are open for order entry, regardless of whether the Short Sale Price Test has
been triggered.

IV. Contact Information

Operational questions regarding NYBX operations should be directed to:

Bob Hill, Senior Vice President, NYSE Arca, 312.442.7023, bhill@nyx.com

Questions regarding this Information Memorandum should be directed to:

NYSE Regulation Contacts

Clare Saperstein, Vice President, NYSE Regulation, Inc., 212.656.2355, csaperstein@nyx.com, or

David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166, ddegregorio@nyx.com.

___________________________

NYSE Regulation, Inc.

Attachments

Amendments to NYSE Rule 1600

[Deletions are in brackets];

Additions are underlined

Rule 1600 New York Block Exchange

(a)-(c) No change.

(d) Order Processing

(1) - (4) No change.

*****
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(5) Short Sale Price Test Pursuant to Rule 201 of Regulation SHO

(A) Definitions. For purposes of this Rule, the terms “covered security,” “listing market,” and “national
best bid” shall have the same meaning as such terms have in Rule 201 of Regulation SHO.

(B) Short Sale Price Test. Except as provided in paragraph (F) below, the Facility shall not execute,
route to the DBK, or route to other automated trading centers, a short sale order with respect to a
covered security at a price that is less than or equal to the current national best bid if the price of that
security decreases by 10% or more, as determined by the listing market for the security, from the
security's closing price on the listing market as of the end of regular trading hours on the prior day
(“Trigger Price”).

(C) Determination of Trigger Price. For covered securities for which the Exchange is the listing
market, Exchange systems will determine, in accordance with NYSE Rule 440B(c), whether the short
sale price test restrictions of Rule 201 have been triggered (i.e., whether a transaction in a covered
security has occurred at a Trigger Price) and will notify the single plan processor responsible for
consolidation of information for the covered security pursuant to Rule 603(b) of Regulation NMS.

(D) Duration of Short Sale Price Test. If the Short Sale Price Test is triggered by the listing market
with respect to a covered security, the Short Sale Price Test shall remain in effect until the close of
trading on the next trading day, as provided for in Regulation SHO Rule 201(b)(1)(ii) (the “Short Sale
Period”). If the listing market lifts the Short Sale Price Test before the Short Sale Period ends pursuant
to the listing market's rules, the NYBX Facility shall thereafter execute, route to the DBK or route to
other automated trading centers in accordance with Rule 1600(d)(1) without regard to the Short Sale
Price Test.

(E) Re-pricing of Orders during Short Sale Period. During the Short Sale Period, any short sale
order that is limited to the national best bid or lower and short sale market orders will be re-priced by
the Facility before being executed, routed to the DBK, or routed to other automated trading centers,
one minimum price increment above the current national best bid (“Permitted Price”), unless, on
an order-by-order basis, the User has requested that an order be cancelled back to the User. The
Permitted Price for securities for which the national best bid is $1 or more is $.01 above the national
best bid; the Permitted Price for securities for which the national best bid is below $1 is $.0001 above
the national best bid. To reflect declines in the national best bid, the Facility will continue to re-price a
short sale order at the lowest Permitted Price down to the order's original limit price.

(F) Short Exempt Orders. During the Short Sale Period, the Facility will execute, route to the DBK,
or route to other automated trading centers in accordance with Rule 1600(d)(1), orders marked “short
exempt” without regard to whether the order is at a Permitted Price. The Facility will accept orders
marked “short exempt” at any time when its systems are open for order entry, regardless of whether
the Short Sale Price Test has been triggered.

(G) New York Block Exchange Pegging Orders. During the Short Sale Period, New York Block
Exchange Market Pegging Orders to sell short at the national best bid will be re-priced one minimum
price increment above the current national best bid, in accordance with subparagraph (E) above.
During the Short Sale Period, any type of pegging order, as defined in Rule 1600(c)(2)(A) or Rules
1600(c)(2)(A)(i)-(iii), to sell short that contains an instruction to peg plus or minus the Exchange's
minimum price variation will be rejected by Exchange systems.

(H) Effect on MTV Calculation. During the Short Sale Period, if a User designates an optional MTV
for a short sale order, in accordance with Rule 1600(c)(3)(B)(ii), and the order has been re-priced
in accordance with subparagraph (E) above, the price of such order, as re-priced, shall be used for
purposes of calculating the MTV applicable to such order.

(e)-(i) No change.
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Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  NYSE listed securities are covered securities and thus subject to the Regulation SHO short sale price
test restriction.
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February 25, 2011

   TO: ALL NYSE AND NYSE AMEX EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: REGULATION SHO SHORT SALE PRICE TEST AMENDMENTS

I. Purpose

New York Stock Exchange (“NYSE”) and NYSE Amex Equities (“NYSE Amex”) (collectively, the “Exchange”)
members and member organizations are reminded that the amended requirements of Rules 201 and 200(g)
of Regulation SHO are currently scheduled to go into effect on February 28, 2011, and that members and
member organizations must have adequate written compliance and supervisory policies and procedures
(“WSPs”) related to these new requirements in place by that time. In connection with the amended
requirements of Regulation SHO, the Exchange has amended Rules 440B, 123C, and for NYSE only, Rule
1600 (NYBX), effective February 28, 2011.

II. Background

a. Amendments to Regulation SHO

On February 26, 2010, the Securities and Exchange Commission (“SEC”) adopted amendments to
Regulation SHO under the Securities Exchange Act of 1934 that impose a number of significant new
requirements, including a short sale-related circuit breaker that, if triggered, restricts the prices at which

covered securities, as defined by Regulation NMS, may be sold short (“Short Sale Price Test Restriction”). 1  
In addition, the amendments contain certain related order marking provisions.

Under the new SEC rules, if the price of a covered security decreases by 10% or more from the covered
security's closing price on the listing market as of the end of regular trading hours on the prior day, a circuit
breaker will be triggered by the listing market. Once a circuit breaker is triggered, the Regulation SHO short
sale price test restriction prohibits the execution or display of a short sale order at a price that is less than or
equal to the current national best bid (“NBB”) for the remainder of that trading day and the following trading
day.

Rule 201 of Regulation SHO (“Rule 201”) requires all Exchange members and member organizations
to establish, maintain, and enforce written policies and procedures reasonably designed to prevent the
execution or display of a short sale order of a covered security in violation of the short sale price test

restriction. 2   Rule 200(g) of Regulation SHO further requires brokers or dealers to mark all sell orders of
any equity security as “long,” “short,” or “short exempt.” Rule 200(g)(2) provides that a sell order be marked
“short exempt” only if one of the exceptions set forth in Rule 201(c) or 201(d) of Regulation SHO applies. The
SEC has also published a number of FAQs applicable to the requirements of Regulation SHO which may be
accessed at www.sec.gov (see Section VI, below). As discussed below, member organizations must have
adequate WSPs in place to reasonably ensure proper order marking. Exchange systems will not validate
whether the order marking is appropriate.

b. Amendments to Exchange Rules

In order to implement the requirements of Rule 201, the Exchange has amended Rules 440B (Short Sales),
123C (The Closing Procedures) and 1600 (New York Block Exchange) to reflect how Exchange systems
will implement Rule 201 of Regulation SHO, including re-pricing of certain orders marked short, cancelling
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certain DMM interest, and allocation priority of re-priced short interest at the close during a short sale price
test restriction. The Exchange has also amended Rule 900 to provide that there will not be an exception from
the short sale price test restriction in the off-hours trading facilities of the Exchange. Copies of the amended
rules are attached.

As set forth in amended Rule 440B, a short sale price test (“Short Sale Price Test”) will be activated if the
price of a listed security declines by 10% or more from the previous day's last sale on the listing market
(the “Trigger Price”) and will continue through the end of the following trading day (the “Short Sale Period”).
Subject to certain exemptions, Exchange systems will not execute a short sale order at or below the current
NBB during the Short Sale Period. As provided for in Rule 440B(d)(1) and (2), the Exchange may lift the Short
Sale Price Test during the Short Sale Period if the Exchange determines that the triggering trade constitutes
a clearly erroneous execution under Rule 128 or the prior day's closing price is incorrect and resulted in an
incorrect calculation of the Trigger Price.

Pursuant to Rule 440B(c)(2), if a security did not trade on the Exchange on the prior trading day (due to a
trading halt, trading suspension, or otherwise), the Exchange's determination of the Trigger Price shall be
based on the last sale price on the Exchange for that security on the most recent day on which the security
traded. The Exchange will not calculate the Trigger Price on the first day of a new offering. See Division of
Trading and Markets: Responses to Frequently Asked Questions Concerning Rule 201 of Regulation SHO,
Question 3.2, available at http://www.sec.gov/divisions/marketreg/rule201faq.htm.

Pursuant to Rule 440B(e), short sale orders that are limited to the NBB or lower and short sale market orders
will be re-priced by Exchange systems one minimum price increment above the NBB (the “Permitted Price”).
The Permitted Price for securities for which the NBB is $1 or more is $.01 above the NBB; the Permitted Price
for securities for which the NBB is below $1 is $.0001 above the NBB. To reflect declines in the NBB, the
Exchange will continue to re-price displayed and undisplayed short sale orders at the lowest Permitted Price
down to the order's original limit price, or if a market order, until the order is filled. Unlike displayed orders,
undisplayed orders will also be re-priced upward to a Permitted Price to correspond with a rise in the NBB. In
addition, immediate or cancel (“IOC”) orders requiring that all or part of the order be executed immediately will
be executed to the extent possible at a Permitted Price and then cancelled, and will not be re-priced. Inter-
market sweep orders not marked “short exempt” will be handled in the same manner as IOC orders.

Pursuant to Rule 440B(f), Exchange systems will execute and display a displayable short sale order without
regard to price when the Short Sale Price Test is in effect if, at the time of initial display of the short sale
order, the order was at a price above the then current NBB. Undisplayed short sale orders that are entered
into the Exchange prior to activation of the SSR will be re-priced as described above.

Pursuant to SEC exemptive relief and as provided for in Rule 440B(h), 3   the Permitted Price for short sale
orders executed in the single-priced opening, reopening, and closing transactions in NYSE and NYSE Amex-
listed securities is as follows:

• Opening - one minimum price increment above the NBB at 9:30 am. (If there is no NBB at 9:30,
short sales will be eligible to participate without restriction.)

• Re-opening following a trading halt or a volatility trading pause - one minimum price increment
above the last published Exchange bid prior to the trading halt or pause.

• Closing — one minimum price increment above the last published Exchange bid prior to the Close.

During a Short Sale Period and as provided for in Rule 123C(7)(b), short sale orders executed on the Close
will be treated as orders with “tick restrictions” under Rule 123C.

Changes to NYSE Rule 1600, concerning NYBX, are set forth in Information Memo 11-7.

III. Member Organizations Must Have Adequate WSPs for Amended Regulation SHO

Member organizations are reminded that under NYSE and NYSE Amex Equities Rule 342 and FINRA Rule
3130, they must update their existing WSPs to reasonably ensure compliance with the amendments to
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Regulation SHO, including any applicable exemptions on which the firm may rely. Member organizations
are further reminded that they have an independent obligation to review Exchange system requirements
and specifications and assess their compliance and supervisory obligations in connection with their use
of Exchange systems. For example, member organizations should thoroughly familiarize themselves with
Exchange functionality and related system checks and blocks, and make all changes to their own trading
systems necessary to reasonably ensure compliance with Regulation SHO. Member organizations should
pay particular attention to areas where Exchange systems will not systemically enforce compliance or
otherwise check for compliance with Regulation SHO, including, among other things, the DMM Capital
Commitment Schedule (“CCS”) and manual (i.e., non-system) transactions (discussed below).

Regulation SHO provides certain exemptions to the application of the price test for orders that qualify as
“short exempt orders.” Exchange systems will not validate whether orders are correctly marked. Compliance
with the requirements of any exemption is the responsibility of the entering firm, and member organizations
must have WSPs in place to reasonably ensure that orders are properly marked. Exchange systems will
accept orders marked “short exempt” at any time when such systems are open for order entry, regardless of
whether the Short Sale Price Test has been triggered. As provided for in Rule 440B(g), during the Short Sale
Period, Exchange systems will execute and display orders marked “short exempt” without regard to whether
the order is at a Permitted Price.

IV. Special Considerations for NYSE and NYSE Amex Equities Floor Participants

A. DMM Obligations under Amended Regulation SHO

Rule 201 does not contain a market making exemption or an exemption from compliance with any Exchange
Rules, including but not limited to Rule 104. DMMs are therefore reminded that they must continue to
meet their obligations under Exchange Rule 104 to maintain a fair and orderly market. However, a DMM's
compliance with Rule 104 will be evaluated in the context of all applicable factors including, but not limited
to, whether the short sale price test restriction was in effect, the state of the Display Book, and relevant away
market activity. DMMs and DMM units must comply with the Regulation SHO requirements in all instances.

Further, as provided for in Rule 440B(e)(2), for DMM interest for which the Exchange marks the DMM's
position (e.g., DMM interest entered via the SAPI gateway (“DMM SAPI interest”)), Exchange systems will
monitor DMM compliance with Regulation SHO based on the net position of the DMM unit as reflected in
Exchange systems. As provided for in the rule, for DMM SAPI interest, after a security has opened for trading,
Exchange systems (i) will not execute or display DMM SAPI short sale interest that is priced at or below
the current NBB and will cancel such DMM SAPI interest, and (ii) will cancel any DMM SAPI interest if the
execution of the full amount of all DMM sell interest (including, for example, DMM interest entered as CCG s-
Quotes) at a price at or below the national best bid would result in a change in the DMM position from long to
short.

During a Short Sale Period, Exchange systems will mark DMM SAPI interest as long or short on behalf of
the DMM unit based on position information provided by the DMM unit. DMM units must have WSPs to
reasonably ensure that the DMM aggregation unit's net position, including any position update(s) for trading
in DMM securities in away markets, for a given security is accurate in accordance with the requirements of
Regulation SHO Rule 200(f).

There are certain situations where Exchange systems do not support short marking for DMM interest and
thus will not monitor DMM compliance with the requirements of amended Regulation SHO, as follows:

1. DMM CCS Interest

Exchange systems will not enforce compliance with Regulation SHO when a DMM utilizes CCS interest.
Specifically, Exchange systems do not support short marking for DMM sell interest sent from the algorithmic
CCS and will not prevent the DMM from selling short at or below the price of the NBB, regardless of the
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current DMM position. Accordingly, DMM units must make all necessary adjustments to their systems that
interface with the CCS and their WSPs to reasonably ensure compliance with the amendments to Regulation
SHO.

2. DMM Principal Interest

Exchange systems will also not prevent DMMs from selling short in violation of the Short Sale Price Test
Restriction when principal interest is entered in a manual trade. However, prior to completion of such a
manual transaction in the Smart Report Template, a warning will appear in the Display Book advising the
DMM that the proposed price is at or through the NBB and thus would be violative of the Short Sale Price
Test Restriction if a short sale. DMM units must therefore make all necessary changes to their WSPs to
reasonably ensure compliance with the Short Sale Price Test Restriction in connection with such manual
transactions.

3. CCG s-Quotes

The DMM unit has the responsibility under Rule 200(g) of Regulation SHO to mark s-Quotes entered through
CCG, rather than the DMM SAPI as long, short, or short-exempt. Exchange systems will accept but will not
mark CCG s-quote interest. Exchange systems will also not be monitoring CCG s-quotes for compliance
with order marking. Further, unlike SAPI s-Quotes, short sale CCG s-Quotes will not be cancelled and will
instead be re-priced at a Permitted Price, consistent with Rule 440B(e). DMM units must therefore mark CCG
s-Quotes consistent with their overall position. DMM units should make all necessary changes to their WSPs
to reasonably ensure compliance with the amendments to Regulation SHO in these circumstances.

B. Other Manual Trades under Amended Regulation SHO

Exchange systems will not validate that a non-system trade verbally consummated in the trading crowd
between two or more Floor brokers (or between one or more Floor brokers and the DMM, or by one Floor
broker effecting a cross between two or more agency orders) occurring outside of the Display Book complied
with the Regulation SHO requirements at the time the trade was effected. Instead, Floor brokers are
responsible for ensuring compliance with Regulation SHO for such transactions. Accordingly, DMM's and
Floor brokers' WSPs must specifically address compliance with Regulation SHO in connection with the
manual execution of a short sale order of a covered security, including orders covered by the exemptive
provisions of either Rule 201(c) or 201(d). DMMs and Floor brokers should reasonably ensure that their
trading systems and WSPs appropriately address the systemic and regulatory complexities of Regulation
SHO and any exemptive provisions that may be relied upon.

V. Special Consideration for Crossing Session II Trades and NYSE MatchPoint

Crossing Session II (“CSII”) runs from 4:00 to 6:30 PM and handles crosses of a basket of multiple stocks (a
“basket”) of aggregate price buy and sell orders. The SEC has not granted an exemption from the amended
short sale rule for executions in CSII. Rather, Rule 900 has been amended to eliminate any prior exemption

for Rule 440B from the Off-Hours Trading Facility. 4 

Members and member organizations accordingly must have WSPs in place to reasonably ensure compliance
with the amendments to Regulation SHO, including any applicable exemptions the firm may rely on, for any
stock in a basket that is a short sale. WSPs should particularly address the handling of “blind bid” trading
interest on a principal or agency basis.

The NYSE MatchPoint after-hours matching session will cease operations on February 28, 2011. Related
Rule 1500 has been deleted.

VI. Additional Information
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Members and member organizations should review the SEC's Regulation SHO guidance, including
information available at its “Spotlight on Short Sales” webpage at http://www.sec.gov/spotlight/
shortsales.shtml, for additional information regarding the Regulation SHO amendments. The “Final Rule:
Amendments to Regulation SHO” dated February 26, 2010 can also be accessed from the “Spotlight on Short
Sales” webpage. SEC staff answers to frequently asked questions (updated as of January 20, 2011) are
available at the SEC's webpage at http://www.sec.gov/divisions/marketreg/rule201faq.htm.

Detailed information regarding upcoming changes to Exchange trading systems applicable to the
Regulation SHO amendments can be found at http://www.nyxdata.com/News/Details?id=673; http://
traderupdates.nyse.com/2010/08/technical_changes_in_support_o.html; http://www.nyxdata.com/Data-
Products/NYSE-Alerts; and http://traderupdates.nyse.com/2011/02/update_nyse_and_nyse_amex_sell.html.

Members and member organizations should also thoroughly familiarize themselves with the Exchange's
September 15, 2010 Frequently Asked Questions, updated on February 10, 2011, and available at http://
www.nyse.com/pdfs/FAQs_%20NYSE_Update_20110211.pdf.

VII. Contact Information

Operational questions regarding Exchanges trading systems should be directed to:

Paul Bauccio, Senior Vice President, NYSE Operations, 212.656.2929, pabuccio@nyx.com, or

Michael Paulyson, Senior Vice President, NYSE Operations, 212.656.2721, mpaulyson@nyx.com, or

Karen Lorentz, Vice President, NYSE Operations, 212.656.5858, klorentz@nyx.com.

Questions regarding this Information Memorandum should be directed to:

NYSE Regulation Contacts

Clare Saperstein, Vice President, NYSE Regulation, Inc., 212.656.2355, csaperstein@nyx.com, or

David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166, ddegregorio@nyx.com.

FINRA Contacts

Patricia Bergholc, Director, On Floor Surveillance Unit, 917.281.3054, patricia.bergholc@finra.org, or

John Saxton, Director, FINRA Market Regulation, 917.281.3114, john.saxton@finra.org.

Questions concerning compliance with Regulation SHO may also be directed to the On-Floor Surveillance
Unit via the White Phone or in person at their On-Floor Surveillance Unit Booth on the Floor.

___________________________

NYSE Regulation, Inc.

Attachments

Amendments to NYSE and NYSE Amex Equities Rules

[Deletions are in brackets]

Additions are underlined

Rule 440B. Short Sales

(a) Definitions. For purposes of this Rule, the terms “covered security,” “listing market,” and “national best
bid” shall have the same meaning as such terms have in Rule 201 of Regulation SHO.

(b) Short Sale Price Test. Except as provided in paragraph (f), (g) and (h) below, Exchange systems will not
execute or display a short sale order with respect to a covered security at a price that is less than or equal
to the current national best bid if the price of that security decreases by 10% or more, as determined by the
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listing market for the security, from the security's closing price on the listing market as of the end of regular
trading hours on the prior day (“Trigger Price”).

(c) Determination of Trigger Price. For covered securities for which the Exchange is the listing market,
Exchange systems shall determine whether the short sale price test restrictions of Rule 201 of Regulation
SHO have been triggered (i.e., whether a transaction in a covered security has occurred at a Trigger Price)
and shall immediately notify the single plan processor responsible for consolidation of information for the
covered security pursuant to Rule 603(b) of Regulation NMS.

(1) The Exchange will not calculate the Trigger Price of a covered security until it opens trading for that
security.

(2) If a covered security did not trade on the Exchange on the prior trading day (due to a trading halt,
trading suspension, or otherwise), the Exchange's determination of the Trigger Price shall be based
on the last sale price on the Exchange for that security on the most recent day on which the security
traded.

(d) Duration of Short Sale Price Test. If the Short Sale Price Test is triggered by the listing market with
respect to a covered security, the Short Sale Price Test shall remain in effect until the close of trading on the
next trading day, as provided for in Regulation SHO Rule 201(b)(1)(ii) (the “Short Sale Period”).

(1) If the Exchange determines pursuant to Rule 128 that the Short Sale Price Test for a covered
security was triggered because of a clearly erroneous execution, the Exchange may lift the Short Sale
Price Test before the Short Sale Period ends for a security for which the Exchange is the listing market
or, for a security listed on another market, notify the other market of the Exchange's determination that
the triggering transaction was a clearly erroneous execution.

(2) If the Exchange determines that the prior day's closing price for a listed security is incorrect in
Exchange systems and resulted in an incorrect determination of the Trigger Price, the Exchange may
correct the prior day's closing price and lift the Short Sale Price Test before the Short Sale Period ends.

(e) Re-pricing of Orders during Short Sale Period. During the Short Sale Period, short sale orders that are
limited to the national best bid or lower and short sale market orders will be re-priced by Exchange systems
one minimum price increment above the current national best bid (“Permitted Price”). The Permitted Price
for securities for which the national best bid is $1 or more is $.01 above the national best bid; the Permitted
Price for securities for which the national best bid is below $1 is $.0001 above the national best bid. To
reflect declines in the national best bid, the Exchange will continue to re-price a short sale order at the lowest
Permitted Price down to the order's original limit price or, if a market order, until the order is filled. Non-
displayed orders will also be re-priced upward to a Permitted Price to correspond with a rise in the national
best bid.

(1) During the Short Sale Period, immediate or cancel (“IOC”) orders requiring that all or part of the
order be executed immediately will be executed to the extent possible at a Permitted Price and higher
and then cancelled, and will not be re-priced. Inter-market sweep orders not marked “short exempt” will
be handled in the same manner as IOC orders.

(2) During the Short Sale Period, Exchange systems will mark certain DMM interest as long or short
on behalf of the DMM unit based on position information provided by the DMM unit. For such DMM
interest, after a security has opened for trading, Exchange systems (i) will not execute or display such
DMM short sale interest that is priced at or below the current national best bid and will cancel such
DMM interest, and (ii) will cancel any such DMM interest if the execution of the full amount of all DMM
sell interest at a price at or below the national best bid would result in a change in the DMM position
from long to short.

(f) Execution of Permissible Orders during Short Sale Period. During the Short Sale Period, Exchange
systems will execute and display a short sale order without regard to price if, at the time of initial display of the
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short sale order, the order was at a price above the then current national best bid. Short sale orders that are
entered into the Exchange prior to the Short Sale Period but are not displayed will be re-priced as described
in (e) above.

(g) Short Exempt Orders. During the Short Sale Period, Exchange systems will execute and display orders
marked “short exempt” without regard to whether the order is at a Permitted Price. Exchange systems will
accept orders marked “short exempt” at any time when such systems are open for order entry, regardless of
whether the Short Sale Price Test has been triggered.

(h) Single-Priced Opening, Re-opening and Closing Transactions, Notwithstanding section (e) above,
with respect to the execution of short sale orders in a covered security in any single-priced opening, re-
opening or closing transaction during the Short Sale Period, Exchange systems will re-price short sale orders
in a covered security as follows:

(1) Opening - one minimum price increment above the national best bid at 9:30 am;

(2) Re-opening following a halt or pause in trading - one minimum price increment above the last
published Exchange bid prior to such halt or pause in trading; and

(3) Closing - one minimum price increment above the last published Exchange bid prior to the close.

During a Short Sale Period, Exchange systems will not execute a short sale order for a covered security
in a single-priced opening transaction at or below the national best bid at 9:30 a.m., and will not execute a
short sale order for a covered security in a single-priced re-opening or closing transaction at or below the
last published Exchange bid prior to a halt or pause in trading (in the case of a single-priced re-opening
transaction) or at or below the last published Exchange bid prior to the close (in the case of a single-priced
closing transaction). For purposes of this section (h), the term “minimum price increment” shall mean $.01
for securities for which the national best bid or the last published Exchange bid, as the case may be, is $1 or
more, and $.0001 for securities for which the national best bid or the last published Exchange bid, as the case
may be, is below $1.

*****

Rule 440B * * * Supplementary Material

.10 No change

.11 Securities subject to the rules.—Regulation SHO [Rules 200 and 203 apply] applies, generally, to all
equity securities, other than U.S. Government or municipal securities [and except those noted in Exchange
Rule 440B(c)].

.12 Marking of orders: customer's written agreement regarding designation of sell orders—Every
sell order (including odd lots) in a security subject to the rule[, which] that is executed on any exchange or
by means of any instrumentality of interstate commerce, whether originated or handled by a member, must
be marked to indicate whether it is “long ,”[or] “short ,” or “short exempt”. The abbreviation “LS” or “SS” or
“SSE” may be used. A member (including any Floor broker) or any employee of a member organization may
mark any order “long” only if (1) the seller is deemed to own the security being sold pursuant to Regulation
SHO, Rule 200(a)-(f), under the Exchange Act and either: (i) the security to be delivered is in the physical
possession or control of the broker or dealer, or (ii) it is reasonably expected that the security will be in
the physical possession or control of the broker or dealer no later than the settlement of the transaction. A
member or any employee of a member organization may mark an order “short exempt” if the member or
employee has a reasonable basis to believe that the order meets one of the exceptions in Rule 201(d) of
Regulation SHO. In addition, a member or employee may mark an order “short exempt” during a Short Sale
Period (as defined in Rule 440B) if the order meets the conditions in Rule 201(c) of Regulation SHO.

.13-.17 No change.
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*****

Off-Hours Trading Facility Rules (Rules 900-907)

*****

Rule 900. Off-Hours Trading: Applicability and Definitions

(a) No change.

(b) Applicability of Other Exchange Rules

As modified by this Rule 900, all other Exchange Rules shall also so apply, except that the following shall not
so apply:

[(i) all provisions pertaining to ITS and trading through ITS in the incorporated Rules; and]

[(ii) Rule 440B (Short Sales); and ]

[(iii)] No change.

(c)-(e) No change.

*****

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  All NYSE and NYSE Amex listed securities, and all Nasdaq listed securities traded on NYSE Amex are
covered securities and thus subject to the Regulation SHO short sale price test restriction.

2  The requirements of Rule 201 apply to each "trading center," defined to have the same meaning as in
Rule 600(b)(78) of Regulation NMS.

3  See Letter from James Brigagliano, Deputy Director, Division of Trading & Markets, SEC, to Janet
McGinness, Senior Vice President and Secretary, NYSE Euronext, February 7, 2011, available at http://
www.sec.gov/divisions/marketreg/mrnoaction/2011/nyseuronext020711-201.pdf.

4  The Exchange notes that under the prior Regulation SHO tick test, CSII was exempt from the tick test
and order marking requirements. However, the Exchange currently does not have the same exemption
under the amended Regulation SHO bid test for CS II.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 11-5

Click to open document in a browser

January 31, 2011

   NYSE Regulation
NYSE Regulation, Inc. | 20 Broad Street

New York, NY 10005

nyse.com

TO: ALL FLOOR MEMBERS, MEMBER ORGANIZATIONS AND TRADING FLOOR PERSONNEL

SUBJECT: Timely Submission of Manual Contra-Side Information

To eliminate overnight trade break risk for manual transactions, especially at the opening (reopening)
and close of trading, all New York Stock Exchange, LLC (“NYSE”) and NYSE Amex LLC (“NYSE Amex”)
members and member organizations are reminded that they should check their OCS screens intraday and
after 4:00 for closing trades every day to verify that:

• all “DOT” trades are compared; and
• all “OARS” and/or ”YB” submissions are compared correctly (side, price, quantity, etc.).

Please submit any corrections through OCS or notify NYSE staff at the Executive Ramp that day of any
discrepancies after 4:00. Note that:

• Broker interest executed manually on the OPEN (re-opening) is always OARS; and
• Broker interest executed manually on the CLOSE is always YB.

Floor brokers are reminded that all orders accepted telephonically or through non-NYSE systems must be
entered into Exchange systems pursuant to NYSE and NYSE Amex Equities Rule 123(e) before representing
those orders at the point of sale.

Members and member organizations are also reminded of their obligation to ensure that all trade data
elements are completely and correctly included when submitting manual trades to comparison. In this regard,
members and member organizations should carefully review the requirements of NYSE and NYSE Amex
Equities Rules 130, 131, 131A, 132, 138, 139 and 440. Further, members and member organizations should
note that under NYSE and NYSE Amex Equities Rule 130, equity comparison data must be submitted to the
On-Line Comparison System (“OCS”) within 30 minutes of the time of the execution. See Information Memo
04-06.

Operational questions should be addressed to:

• Paul Bauccio, Senior Vice President, NYSE Operations, 212.656.2929
• Michael Rutigliano, Vice President, NYSE Operations, 212.656.4679

Questions regarding the NYSE and NYSE Amex Equities rules cited in this notice should be addressed to:

• Clare Saperstein, Vice President, NYSE Regulation, Inc., 212.656.2355; or
• David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166

______________________________

NYSE Regulation, Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 11-4

Click to open document in a browser

January 26, 2011

   TO: ALL FLOOR MEMBERS, MEMBER ORGANIZATIONS AND TRADING FLOOR PERSONNEL

SUBJECT: NYSE GAMBLING POLICY

The following serves as a reminder to New York Stock Exchange, LLC (“NYSE”) and NYSE Amex LLC
(“NYSE Amex”) members, member organizations and employees subject to their supervision that promoting
or participating in certain gambling activities on the Trading Floor or other premises under NYSE control is
strictly prohibited by the Floor Conduct and Safety Guidelines and NYSE and NYSE Amex Rules, including
but not limited to Rule 476(a)(7) (“NYSE and NYSE Amex Rules and Policies”).

Gambling is a criminal offense in New York and also a violation of NYSE and NYSE Amex Rules and Policies
when a person, in a capacity other than as a participant or “player,” operates, promotes or advances a
gambling enterprise or activity with the agreement or understanding that they will receive money, property or
otherwise share in the proceeds of the gambling activity pursuant to the agreement or understanding.

Any remuneration or payment, including tips or gratuities to the individual advancing or promoting the
gambling activity made pursuant to any custom or practice, can constitute an agreement or understanding
to participate in the proceeds of gambling activity. For example, a sporting event pool where the participants
purchase participation in the pool and each of the persons who win pay the person who organizes and
promotes the pool an amount of money equal to a percentage of their winnings would be criminal and violate
NYSE and NYSE Amex Rules and Policies. Other examples of prohibited gambling activity include schemes
such as bookmaking, numbers games, or other organized for-profit betting activity relating to sporting
activities, other outside events or games of chance.

Telephones, computers, or other communications devices or business equipment located on the Trading
Floor or other premises under NYSE control may not be used for any prohibited gambling activities. Further,
the display or visible possession of gambling devices such as pool boxes, betting slips, etc. used in any
gambling activity is also strictly prohibited on the Floor or other premises under NYSE control.

Members and member organizations are reminded that the NYSE's Floor Conduct and Safety Guidelines
require that all persons, while on the Floor or on other premises under NYSE control, refrain from engaging in
any act or practice that may be detrimental to the interest or welfare of the NYSE.

If you have any questions about whether a particular activity is prohibited, you should consult with your firm's
compliance officer, senior manager, and/or legal counsel.

Questions about this policy or complaints about potential violations should be directed to:

Patricia M Bergholc, Director, FINRA Market Regulation, 917.281.3054, patricia.bergholc@finra.org;

Clare Saperstein, Vice President, NYSE Regulation, Inc., 212.656.2355, csaperstein@nyx.com; or

David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166, ddegregorio@nyx.com.

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at the On-
Floor Surveillance Unit Booth on the Floor.

___________________________

NYSE Regulation, Inc.
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January 18, 2011

   TO: ALL FLOOR MEMBERS, MEMBER ORGANIZATIONS AND TRADING FLOOR PERSONNEL

SUBJECT: USE OF ADMINISTRATIVE TOOLS

Effective January 19, 2011, access by Designated Market Maker (“DMM”) unit Floor personnel to the Global
Trade Monitor (“GTM”) and Management Information System Report (“MISR”) systems will be disabled until
further notice. In addition, until further notice NYSE and NYSE Amex member organizations operating a DMM
unit, and all of their employees and associated persons, are prohibited from accessing the “page-ofbook”
functionality within the Display Book for any purpose. Failure to comply with this prohibition by DMM member
organizations and/or their employees and associated persons may result in disciplinary action. DMM member
organizations should have supervisory procedures in place to assure compliance with this prohibition.

Operational questions may be directed to:

Michael Rutigliano
Vice President, Operations
212.656.4679

Regulatory questions may be directed to:

Claudia Crowley
Chief Regulatory Officer
212.656.4631

Clare Saperstein
Vice President, NYSE Regulation
212.656.2355

___________________________

NYSE Regulation, Inc.
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January 7, 2011

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: FEE RATE ADVISORY

I. Purpose

The purpose of this Information Memo is to advise member organizations that the Securities and Exchange
Commission (“Commission”) has announced changes to certain fees charged to registered broker-dealers
and other market participants pursuant to the Securities Act of 1933 (“Securities Act”) and the Securities
Exchange Act of 1934 (“Exchange Act”). The changes take effect on January 21, 2011.

II. Background

Under the Investor and Capital Markets Fee Relief Act, annual adjustments are made by the Commission to
rates that are paid under Section 6(b) of the Securities Act and Sections 13(e), 14(g), and 31 of the Exchange
Act. The Exchange Act requires the Commission to adjust the Section 31 fee rate on an annual basis to levels
the SEC estimates will generate collections equal to numeric targets set in the statute.

Pursuant to NYSE and NYSE Amex Equities Rule 440H (“Activity Assessment Fees”), the Exchanges offset
their Section 31 fee obligations by collecting “Activity Assessment Fees” from member organizations based
on securities transaction data reported by the Depository Trust & Clearing Corporation at a rate equal to that

prescribed under Section 31. 1 

III. Fee Adjustment

Pursuant to SEC Press Release No. 2010-255, dated December 22, 2010, the Section 31 fee rate applicable
to securities transactions for all trades settling on or after January 21, 2011 on NYSE and NYSE Amex
Equities will increase from the current rate of $16.90 per million dollars in transactions to a new rate of $19.20
per million dollars in transactions.

Until January 21, 2011, the current rate of $16.90 per million will remain in effect. Furthermore, the Section
31(d) security futures transactions assessment will remain at the current rate of $0.0042 for each round turn
transaction.

IV. Staff and SEC Contacts for Further Information

Any further questions regarding the new fee rate for Section 31 may be directed to the SEC's
Office of Interpretation and Guidance in the Division of Trading and Markets at (202) 551-5777 or
tradingandmarkets@sec.gov. Questions on Rule 440H can be directed to Patrick Boyle at (212) 656-5280.
Additionally, you may contact your FINRA Regulatory Coordinator with any questions you may have
regarding this memo.

______________________________

NYSE Regulation, Inc.
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Footnotes

1  For additional information on Rule 440H and Transaction Fees, see NYSE Information Memos 04-42
(dated August 5, 2004), 05-36 (dated May 13, 2005), 05-48 (dated July 19, 2005), 05-92 (dated
December 6, 2005), 06-77 (dated November 3, 2006), 07-46 (dated May 21, 2007), 08-03 (dated
January 14, 2008), 08-16 (dated March 28, 2008), 09-17 (dated April 2, 2009), 10-04 (dated January 1,
2010), and 10-13 (March 15, 2010).
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January 6, 2011

   TO: ALL FLOOR MEMBERS, MEMBER ORGANIZATIONS AND TRADING FLOOR PERSONNEL

SUBJECT: FLOOR OFFICIAL APPROVAL FOR CERTAIN NON-REGULAR WAY SETTLEMENT TRADES

I. Purpose

This Information Memorandum clarifies the process for obtaining and recording Floor Official approvals for
certain non-regular way settlement trades pursuant to New York Stock Exchange, LLC (“NYSE”) and NYSE
Amex LLC (“NYSE Amex”) Rule 64(b).

II. Floor Official Approval Process

NYSE/NYSE Amex Equities Rule 14 provides in part that bids and offers submitted with instructions for cash,
next day, or seller's option settlement (i.e., a non-regular way settlement) be transmitted to a Floor broker for
representation in the relevant market. Pursuant to NYSE/NYSE Amex Equities Rule 64(b), a Floor Official
must approve nonregular way settlement trades that are more than 0.10 point away from the regular way bid
or offer, except during the last calendar week of the year when approval is only required for sales more than
0.25 point away. Each Floor Official approval or denial must be documented using a Floor Official Form (the
“Form”) as described in Member Education Bulletin 2006-24 (December 29, 2006).

The Designated Market Maker (“DMM”) registered in the particular security must report executions of
non-regular way settlement trades to the Consolidated Tape (the “Tape”) with cash, next day or seller's
option transaction indicators as appropriate. Therefore, to ensure the consistency of the approval process,
DMM Units must obtain all necessary Floor Official approvals required pursuant to NYSE/NYSE Amex
Equities Rule 64(b) for non-regular way settlement trades, regardless of whether the DMM is a party to the
transaction. DMM Units must also ensure that the Form is filled out accurately and completely, and deliver
it to the FINRA On-Floor Surveillance Unit as promptly as possible but no later than prior to 9:30 a.m. of the
next trading day.

III. Staff Contact Information

Questions regarding this Information Memorandum should be directed to:

Clare Saperstein, Vice President, NYSE Regulation, Inc., 212.656.2355, csaperstein@nyx.com;

David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166, ddegregorio@nyx.com; or

Patricia M Bergholc, Director, FINRA Market Regulation, 917.281.3054, patricia.bergholc@finra.org.

Questions concerning Floor Official approvals for non-regular way settlement trades may also be directed to
the On-Floor Surveillance Unit via the White Phone or in person at their On-Floor Surveillance Unit Booth on
the Floor.

___________________________

NYSE Regulation, Inc.
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December 31, 2010

   TO: NYSE AND NYSE AMEX EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: New Rule 80B Circuit Breaker Levels for First Quarter 2011

EFFECTIVE January 1, 2011 through March 31, 2011

Rule 80B trading halts will be triggered when the Dow Jones Industrial Average (“DJIA”) declines below its
closing value on the previous trading day by:

1,150 points (Level 1)

2,300 points (Level 2)

3,450 points (Level 3)

NYSE and NYSE Amex Equities Rule 80B

Whenever a Rule 80B circuit breaker is in effect, trading in all stocks on NYSE and NYSE Amex Equities will
halt for the time periods specified below.

Level 1 Halt

• anytime before 2:00 p.m. - one hour;
• 2:00 p.m. to 2:30 p.m. - 30 minutes;
• at or after 2:30 p.m. - trading shall continue, unless there is a Level 2 Halt.

Level 2 Halt

• anytime before 1:00 p.m. - two hours;
• 1:00 p.m. to 2:00 p.m. - one hour;
• at or after 2:00 p.m. - trading shall halt and not resume for the rest of the day.

Level 3 Halt

• at any time - trading shall halt and not resume for the rest of the day.

A complete discussion of the calculation of trigger values for Rule 80B was published in NYSE Information
Memo No. 98-15, dated April 13, 1998.

Questions concerning this Information Memo should be directed to Patricia Bergholc, FINRA Market
Regulation, at (917) 281-3054, or David De Gregorio, NYSE Regulation, at (212) 656-4166.

______________________________

NYSE Regulation, Inc.

Attachments

NYSE and NYSE Amex
Equities Rule 80B

Effective through 03/31/11

Point Decline in DJIA:
Level 1 Before 2:00 p.m. 2:00 p.m. to 2:30 p.m. At or After 2:30 p.m.
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1,150 1 hour 30 minutes No halt unless
reach Level 2

* * * * * * * * * *
Level 2 Before 1:00 p.m. 1:00 p.m. to 2:00 p.m. At or After 2:00 p.m.
       

2,300 2 hours 1 hour Halt, and not resume
* * * * * * * * * *

Level 3
 

3,450 At any time: halt and not resume

Copyright 2019, NYSE Group, Inc. All rights reserved.
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December 22, 2010

   ATTENTION: CHIEF EXECUTIVE OFFICER, CHIEF OPERATIONS OFFICER, LEGAL AND
COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: LAST TRADE DATE FOR “REGULAR WAY” SETTLEMENT IN 2010

The last day on which “regular way” transactions in securities, other than U.S. government obligations, may
be made for settlement this calendar year on NYSE and NYSE Amex Equities (collectively, the “Exchanges”)
is December 28, 2010.

Transactions effected between December 29, 2010 and December 31, 2010 for settlement in 2010 may be
effected on “cash”, “next day” (only available on December 29 and 30 for settlement in 2010) or “seller's

option” basis (i.e., “non-regular way”). 1   Orders entered on or after December 29, 2010 that are not marked
with “non-regular way” settlement instructions will settle in 2011.

Members and member organizations are reminded that, pursuant to the NYSE and NYSE Amex Equities
Rule 14, all non-regular way orders must be marked with the appropriate settlement instruction and
transmitted directly to a Floor broker for representation in the market. Members and member organizations
are further reminded of their obligations to obtain and record Floor Official approvals for certain non-regular
way trades pursuant to NYSE and NYSE Amex Equities Rule 64(b). Executions of these orders must be
reported to the Consolidated Tape with cash, next day or seller's option transaction indicators as appropriate.

Operations questions concerning this memorandum may be addressed to:

Paul Bauccio, Senior Vice President, Operations, pbauccio@nyx.com, 212.656.2929; or

Dennis Pallotta, Director, Operations, dpallotta@nyx.com, 212.656.5236

Regulatory questions regarding this memorandum should be addressed to:

Patricia Bergholc, Director, FINRA Market Regulation, patricia.bergholc@finra.org, 917.281.3054;

John Saxton, Director, FINRA Market Regulation, john.saxton@finra.org, 917.281.3114;

Clare Saperstein, Vice President, NYSE Regulation, Inc., 212.656.2355, csaperstein@nyx.com; or

David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166, ddegregorio@nyx.com.

Questions may also be directed to the FINRA On-Floor Surveillance Unit via the White Phone or in person at
the On-Floor Surveillance Unit Booth on the Floor.

___________________________

NYSE Regulation, Inc.
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1  Members and member organizations are reminded that pursuant to NYSE and NYSE Amex Equities
Rule 177, deliveries against transactions made for "cash", as prescribed in NYSE and NYSE Amex
Equities Rule 14 at or before 2:00 p.m. shall be due before 2:30 p.m. Deliveries against transactions
made for "cash" after 2:00 p.m. shall be due within thirty minutes after the time of the transaction.
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December 22, 2010

   TO: NYSE AND NYSE AMEX EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENT TO RULE 123C(9)(a)(1): ELECTRONIC INTEREST ACCEPTED AFTER 4:00 PM
TO OFFSET EXTREME IMBALANCE AT CLOSE

I. Purpose

The purpose of this Information Memo is to advise members and member organizations that the New York
Stock Exchange, LLC (“NYSE”) and NYSE Amex, LLC (“NYSE Amex”) (collectively, the “Exchanges”)
have filed to amend Rule 123C(9)(a)(1) to provide that if the Exchanges temporarily suspend the hours of
trading in order to solicit interest after 4:00 p.m. to offset an extreme order imbalance at the close, member
organizations can now enter interest electronically in response to such a solicitation. This rule change and
related system change will be effective January 3, 2011.

II. Background

In 2009, the Exchanges adopted, on a pilot basis, Rule 123C(8)(a)(1) (now Rule 123C(9)(a)(1)), which
provides that the Exchanges may temporarily suspend Rule 52 on a security-by- security basis so that
interest may be solicited - including interest that may not have been present prior to 4:00 p.m. - to offset any
imbalance that may exist as of 4:00 p.m. (or earlier, in the case of an earlier scheduled close). As set forth in
Information Memo 09-20 (May 5, 2009), in connection with such solicitation requests:

• Interest may be solicited solely to offset any imbalance in a security that may exist as of 4:00 p.m.;
• The Exchanges will solicit such offsetting interest from both on-Floor and off-Floor participants

using NYSE Trader Updates and messages directed to Floor brokers' hand-held device and BBSS
screens;

• Exchange-issued solicitation requests will include information regarding security symbol, the
imbalance amount and side, the last sale price, and an order acceptance cut-off time designated by
the Exchange. The order acceptance cut-off time will generally be five minutes from the issuance of
the solicitation request. In no event will the Exchanges accept offsetting interest after 4:30 p.m.; and

• Offsetting interest represented at the trading post in response to a solicitation request must be a
limit order priced no worse than the last sale, irrevocable, and represented by a Floor broker by no
later than the order acceptance cutoff time indicated in the solicitation request.

III. System and Rule Changes to Accept Electronic Interest After 4:00 p.m.

Beginning January 3, 2011, if the Exchange publishes a solicitation request pursuant to Rule 123C(9)(a)
(1), Exchange systems will be able accept interest entered electronically after 4:00 p.m. This after-hours
electronic order acceptance will be available only if Rule 123C9(a)(1) is invoked.

In connection with this systems change, the Exchanges have amended Rule 123C(9)(a)(1)(iii), effective
January 3, 2011, to remove the limitation that only Floor brokers may represent interest to respond to a
solicitation request under the Rule and to adopt the rule on a permanent basis. The amendment also clarifies
that all interest submitted in accordance with the rule is executed consistent with to Exchange Rule 72(c). All
other aspects of the Rule and operation of Rule 123C(9)(a)(1) remain unchanged.
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IV. Member Organization Compliance Obligations When Entering Electronic Interest After
4:00 p.m.

When Exchange systems have been opened after 4:00 p.m. pursuant to Rule 123C(9)(a)(1), the only interest
that may be entered after 4:00 p.m. is interest entered in response to a solicitation request. Exchange
systems will not verify side or price, and will not block post-4:00 p.m. cancellation of interest submitted under
this rule. Therefore, member and member organizations entering such interest are responsible for ensuring
compliance with the rule, such that the only interest that may be entered in response to such a solicitation
request is:

(i) offsetting;
(ii) a limit order priced no worse than the last sale price; and
(iii) not cancelled.

In addition, if Exchange systems have been opened after 4:00 p.m. in order to accept interest to offset an
extreme order imbalance at the close, during that period, member organizations and members may not
modify or cancel any orders that were entered before 4:00 p.m.

Failure to comply with these requirements for entering electronic interest in response to a solicitation request
is a violation of Exchange rules and may result in disciplinary action. In addition, member organizations are
reminded that they must have adequate written policies, procedures, and supervisory controls reasonably
designed to comply with Rule 123C(9)(a)(1), as described in this Memorandum. Failure to have adequate
written policies and procedures in place or to have an adequate supervisory system in place may also result
in disciplinary action.

V. Staff Contacts

Questions regarding Rule 123C(9)(a)(1) should be directed to Exchange staff as follows.

Operational questions should be directed to:

Paul Bauccio, Senior Vice President, Floor Operations, at (212) 656-2929

Regulatory questions should be directed to:

Clare Saperstein, Vice President, NYSE Regulation, at (212) 656-2355

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
Booth adjacent to the Main Room.

___________________________

NYSE Regulation, Inc.
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December 22, 2010

   TO: NYSE AMEX MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: “Fair Representation” Candidates Election

The election for the “Fair Representation” director position on NYSE Amex LLC's (the “Exchange”) board of
directors ended on Monday, December 20, 2010. We would like to thank everyone who voted as well as the
two candidates for their willingness to serve on the board of the Exchange. The members of the Exchange
have elected Mr. Peter Schwarz to serve on the board of directors of the Exchange for the 2010-2011 term.

Thank you.

Please direct any questions you have regarding this information memorandum to Janet McGinness,
SVP-Legal and Corporate Secretary, Office of Legal and Government Affairs, at (212) 656-2039 /
jmcginness@nyx.com

___________________________

Legal & Government Affairs
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December 16, 2010

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, CHIEF OPERATIONS OFFICER,
OPERATIONS PARTNER AND LEGAL AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: QUARTERLY Expiration Day - DECEMBER 17, 2010

I. Purpose of this Information Memo

Friday, December 17, 2010, will be a quarterly Expiration Day for stock and index options and futures
products whose settlement pricing is based upon NYSE and NYSE Amex Equities (collectively, the
“Exchanges”) opening or closing prices on that day. This Information Memorandum reminds members and
member organizations of certain NYSE and NYSE Amex Equities rules and policies regarding opening
imbalance publications, entry and cancellation of market-on-close/limit-on-close (“MOC/LOC”) and closing
offset (“CO”) orders, publication of on-the-close imbalances, and printing the closing transaction.

II. S&P Quarterly Rebalance

Following the close of trading on December 17, 2010, Standard & Poor's will effect a quarterly share
rebalancing of the S&P 500, the S&P MidCap 400, S&P SmallCap 600 and S&P REIT Composite Indices.
This rebalancing may affect the volume of trading of certain stocks on the Exchanges. Details on these
rebalancings are available on S&P's website (www.standardandpoors.com).

III. Expiration Day Opening Imbalance Publication

Members and member organizations are reminded that the regular pre-opening procedures outlined in NYSE
and NYSE Amex Equities Rules 15 (Pre-Opening Indications) and 123D (Openings and Halts in Trading)
apply on the December 17 Expiration Day. Accordingly, DMMs should publish indications as promptly as
practicable but should be mindful of their additional obligations under Rule 123D to publish one or more
indications, under the supervision of a Floor Official, in situations where the opening price would be affected
by an imbalance of market and limit buy and sell orders in a security.

In the event that one or both of the Exchanges invokes its exemptive powers under NYSE or NYSE Amex
Equities Rule 48 (Exemptive Relief - Extreme Market Volatility Condition), the terms of that rule would govern
the obligation to publish pre-opening indications.

IV. NYSE and NYSE Amex Equities Rules and Policies Relating to the Close

A. MOC/LOC and CO Order Entry and Cancellation

Members and member organizations are reminded that the provisions of NYSE and NYSE Amex Equities
Rule 123C (Closing Procedures) apply to the close on the December 17 Expiration Day. While the Exchanges
expect their systems to operate normally on December 17, in the unlikely event of a systems interruption
leading into or at the Close, the Closing Procedures set out in Rule 123C would operate as if the Exchanges
had declared a regulatory halt in one or more securities.

In the event that one or both of the Exchanges invoke its exemptive powers under NYSE or NYSE Amex
Equities Rule 123C(9) (Closing Procedures - Extreme Order Imbalances at or Near the Close), the terms of
that rule would govern the handling of orders at the Close. See Section IV. D, below.
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In connection with the entry of MOC/LOC and CO orders, members should pay particular attention to the
following:

• A “published imbalance” is an imbalance that has been disseminated to the Tape. An imbalance
announced verbally or physically posted at the panel is not considered to be a published imbalance.
See Section IV. B, below. The NYSE/NYSE Amex Order Imbalance Information product, a data
feed of realtime order imbalances that accumulate prior to the opening and the closing of trading on
the Exchanges, does not constitute a “published imbalance.”

• Brokers and traders are reminded that, while they should enter orders as early in the day as
possible, all MOC/LOC orders (unless entered to offset a published imbalance) must be entered
by 3:45 p.m. Entering MOC/LOC orders early provides DMMs with the opportunity to more quickly
identify and disseminate potential order imbalances that might exist at the Close. This, in turn,
enables brokers and traders to more effectively identify potential offsetting customer interest
that could mitigate any imbalance. MOC/LOC and CO orders entered prior to 3:45 p.m. may be
canceled or reduced prior to that time for any reason.

• After 3:45 p.m., Exchange systems will accept only MOC/LOC orders that offset a published
imbalance. CO orders may be entered in any amount on either side of the market.

• Between 3:45 p.m. and 3:58 p.m., MOC/LOC and CO orders may be canceled or reduced in size

only to correct a legitimate error. 1   Please note that FINRA will continue to closely monitor the
cancellation of MOC/LOC and CO orders pursuant to the Rules of the Exchanges.

• After 3:58 p.m., MOC/LOC and CO orders may not be cancelled or reduced in size for any reason
except in accordance with NYSE and NYSE Amex Equities Rule 123C(9) (see Section IV(D),
below).

• In the event of a trading halt effective at 3:45 p.m. or later, MOC/LOC orders may be entered only to
offset a published imbalance. CO orders, however, may be entered in any amount on either side of
the market. See NYSE and NYSE Amex Equities Rules 123C(2)(c).

B. Imbalance Publications 2 

NYSE and NYSE Amex Equities Rule 123C(5) provides for the publication of order imbalances as described
below. In addition, members and member organizations may refer to the attached quick-reference page for
a summary of the times and requirements for imbalance publications. DMMs are reminded that erroneous
imbalance publications must be corrected as soon as practicable.

1. Informational Imbalance Publications between 3:00 p.m. and 3:45 p.m.

Between 3:00 p.m. and 3:45 p.m., DMMs are encouraged to issue Informational Imbalance Publications
of any size if they believe that there could be significant price dislocation at the Close. These publications
are informational only and do not limit MOC/LOC or CO order entry or cancellation before 3:45 p.m. DMMs
who wish to issue an Informational Imbalance Publication must obtain prior approval from a Floor Official
or qualified Exchange employee (see Rule 46.10) prior to issuance. Floor Official approvals to issue
Informational Imbalance Publications should be recorded on the Floor Official Approval form under Item
12 (“Consultation/Other”). Members should state the proposed imbalance information and note any other
relevant information (e.g., average daily trading volume (“ADTV”), size, degree of impact) in connection with
the request.

2. Mandatory MOC/LOC Imbalance Publications at 3:45 p.m.

As soon as practicable after 3:45 p.m., any MOC/LOC imbalance of 50,000 shares or more for NYSE-listed
securities, and 25,000 shares or more for NYSE Amex Equitieslisted securities, will be published. Other
significant imbalances of lesser size (e.g. less than 50,000/25,000 shares but significant relative to the ADTV
of a particular security) may be published by the DMM with Floor Official or qualified Exchange employee
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approval. As with Informational Imbalance Publications, Floor Official approvals to issue certain Mandatory
MOC/LOC Imbalance Publications should be recorded on the Floor Official Approval form under Item 12
(“Consultation/Other”) and members should state the proposed imbalance information and note any other
relevant information (e.g. ADTV, size, degree of impact) in connection with the request.

In addition, any Informational Imbalance Publication issued prior to 3:45 p.m. must be updated. An imbalance
of 50,000 shares (NYSE), 25,000 shares (NYSE Amex Equities), or more will be published. If there is an
imbalance of any lesser size that is significant relative to the ADTV of the stock, it may be published by
the DMM with Floor Official or qualified Exchange employee approval. If there is no such imbalance, a “no
imbalance” indication must be issued by the DMM.

3. Mandatory MOC/LOC Imbalance Publications after a Trading Halt

If a trading halt is in effect at 3:45 p.m. but is lifted prior to the Close, any MOC/LOC imbalance of 50,000
shares (NYSE), 25,000 shares (NYSE Amex Equities), or more will be published, and any imbalance of
lesser size if significant relative to the ADTV may be published by the DMM as soon as possible after trading
reopens, subject to prior Floor Official or qualified Exchange employee approval. If the trading halt is not lifted
before the Close, there will not be any imbalance publications.

4. Exchange Publication of Order Imbalance Information

In addition to the Informational Imbalance and Mandatory MOC/LOC Imbalance Publications described
above, the Exchanges also make available real-time Order Imbalance Information prior to the Close in
accordance with NYSE and NYSE Amex Equities Rule 123C(6). These publications take place approximately
every five (5) seconds between 3:45 p.m. and 4:00 p.m. The Order Imbalance Information publications
use a reference price in order to indicate how many shares would be needed to close the security at that
price, including MOC, marketable LOC and CO orders. (For more information on how the reference price
is determined, see NYSE and NYSE Amex Equities Rule 123C(6)(a)(iii)). Beginning at 3:55 p.m., the Order
Imbalance Information publications also include stop orders, d-Quotes and all other e-Quotes containing

pegging instructions eligible to participate in the closing transaction. 3 

As noted above, Order Imbalance Information publications are solely for informational purposes and off-
setting interest must not be submitted in response to Order Imbalance Information publications. Off-setting
MOC/LOC interest may be submitted only as described in this memo in response to a Mandatory MOC/LOC
Imbalance Publication issued at 3:45 p.m. or after a trading halt in accordance with Rule 123C(2).

C. Printing the Closing Transaction

1. NYSE and NYSE Amex Equities Rules 116.40 and 123C(8)

DMMs are reminded that the closing transaction must be printed consistent with NYSE and NYSE Amex
Equities Rules 116.40 and 123C(8) and must accurately reflect both the closing price and closing volume
when printing the closing transaction. (For more information on the execution of orders at the Close, see
NYSE and NYSE Amex Equities Rule 123C(7)). Members and member organizations are reminded that,
when arranging the Close, they may not use the Display Book system in an inappropriate manner designed to
discover information about unelected stop orders.

Due to possible system latency, marketable orders entered into Exchange systems before 4:00 p.m. might
not be received at the post until after 4:00 p.m. These orders should be incorporated into the closing process,
just as non-MOC/LOC interest that is known at the post is factored into the closing print after 4:00 p.m.

2. Verbal Interest and e-Quotes at the Close

All interest, including verbal, e-Quoted, d-Quoted and Display Book interest, should be taken into account by
the DMM when formulating the Close pursuant to Rule 123C(7).

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

354

http://researchhelp.cch.com/License_Agreement.htm


Depending on whether it is marketable or not, verbal interest may be handled differently than e-Quoted
interest at the Close. Marketable verbal interest is included with all market and MOC interest at the Close,
while limited verbal interest and e-Quotes are on parity with limit orders. DMMs are reminded that verbal
interest from a Floor broker should be handled one of two ways: (i) limited verbal interest should be
entered into the system as a manual e-Quote and DMMs may require a written order from the broker; or (ii)
marketable verbal interest should be entered into the Closing template.

3. Orders to Offset MOC/LOC Imbalances at the Close to Mitigate Price Disparity

NYSE and NYSE Amex Equities Rule 902 (Off Hours Trading Orders) provides for entry of orders after the
Close. Rule 902(a)(ii)(B) permits DMMs to include in the calculation of the Close legitimate market interest
that has agreed to offset all or part of any MOC imbalance that existed prior to the Close at 4:00 p.m. The
DMM's use of this offsetting interest to minimize significant price dislocation on the Close will result in a
closing-price coupled order between the DMM and the member, member organization or customer. If the
member, member organization or customer agrees, the DMM may include this interest in offsetting an
imbalance when setting the closing price and increase DMM participation in the closing print to the extent
of the new contra interest. In this way the DMM will liquidate or cover the related dealer position, and the
member, member organization or customer will acquire the position. Such closing-price coupled orders are
executed at the Ramp.

It is important to note that NYSE and NYSE Amex Equities Rule 902 may not be relied on for the entry of
an order after the Close when there is no MOC/LOC imbalance or when the imbalance would not result in
volatility and/or price dislocation. In addition, it cannot be used if the Close has already been printed.

D. Extreme Order Imbalances at or Near the Close

In order to avoid significant dislocation in the closing price that may result from an order entered or
represented at or near the Close, NYSE and NYSE Amex Equities Rule 123C(9) permits the Exchanges to
temporarily suspend the hours of operation under Rule 52 so that offsetting interest may be solicited from
both on-Floor and off-Floor participants and entered to reduce the size of the imbalance. Any such extension
of trading under Rule 123C(9) would be designated by the Exchanges for a specific time period within 30
minutes after the scheduled close.

Rule 123C(9) also permits temporary suspension of the prohibition on the cancellation or reduction of an
MOC/LOC order after 3:58 p.m. where there is a legitimate error in such an order and the execution of the
order would cause significant price dislocation at the Close.

Only the DMM assigned to a particular affected security may request relief under Rule 123C(9). A request
for relief under Rule 123C(9) must be approved and supervised by an Executive Floor Governor or qualified
NYSE Euronext employee.

V. Adequacy of Operations and Supervisory Staff

All members and member organizations, including DMMs Units should ensure that both operational and
supervisory staffing on and around the December 17 Expiration Day will be sufficient to monitor and process
all orders, regardless of the form in which they are received, as well as to handle the increased workload
anticipated as a result of the quarterly rebalancing. All members and member organizations should also
review their systems to ensure that they have adequate capacity to handle the expected increase in volume.
For example, DMM firms should review their DMM Unit algorithm to ensure that they meet their obligations to
maintain a fair and orderly market. DMMs are reminded to seek the advice of a Floor Official regarding any
unusual situations as quickly as possible.

VI. Supervision

A. Review of Policies and Procedures
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In view of increased automated order delivery, e-Quoting and automatic execution, members and member
organizations should carefully review their procedures as well as their supervisory systems for handling
orders in connection with the December 17 Expiration Day. Specifically, members and member organizations
should review their practices for handling orders at or near the Close, particularly with respect to any
orders where there is an on-close or other price guarantee for those securities that are part of the quarterly
rebalancing. Reviews should include both manual orders and those handled systemically, such as orders
that are handled by an computer algorithm. In addition, members and member organizations should take
all necessary steps to ensure that the relevant trading and back-office staff are familiar with firm procedures
for handling orders at or near the Close. Members and member organizations should also be mindful of the
guidance issued in Information Memo 09-22 (May 28, 2009) (attached) regarding procedures for escalating
and addressing inquiries arising from real-time regulatory or trading issues.

In addition, members and member organizations are reminded of their obligation to have adequate
systems and controls relating to the use of firm systems by correspondents or others. Please consult
NYSE Information Memos 02-48 (November 7, 2002) and 07-60 (June 29, 2007) (both attached) for more
information.

B. Adequacy of Compliance Program

Members and member organizations are also reminded to ensure that they have a robust compliance
program that includes adequate written policies, procedures and supervisory controls to monitor for
compliance with all applicable rules and regulations, including NYSE and NYSE Amex Equities Rule 123C
and the guidance contained in this Information Memo. Policies and procedures must be adequate to ensure
that all procedures related to MOC/LOC orders are appropriately followed, and to detect and deter any
actions that may violate NYSE, NYSE Amex and/or SEC rules.

C. Due Diligence Requirements

Consistent with the requirements of NYSE and NYSE Amex Equities Rule 405, before any at-the-close
order is transmitted to the Floor, the member or member organization accepting the order must exercise due
diligence to learn the essential facts relative to the order, including the purpose and propriety of the at-the-
close instruction. In addition, an imbalance of orders at or near the Close, caused in part by the entry of such
orders, could lead to trading being halted in the security and such orders not receiving an execution.

D. Supervision to Prevent Improperly Affecting the Close

Members and member organizations must also ensure that their activity does not have the effect of artificially
impacting the closing price. Firms should review procedures utilized in connection with orders to be executed
at or near the Close with their traders and other order-entry personnel. Firms should also review systemic
order-entry functions (e.g., algorithms or “smart servers”) for compliance with the NYSE and NYSE Amex
Equities rules and the provisions of this Information Memorandum. Firms should also review the provisions
of NYSE Information Memo 95-28 (July 10, 1995) (attached), which discusses trading near the Close and
activity that would constitute violations of NYSE and NYSE Amex Equities Rules, as well as federal securities
laws.

In that connection, members and member organizations are reminded that, where a firm has committed to
purchase from (sell to) a customer at a price that is derived from the closing price (e.g., MOC orders) while
also reserving a significant position of its hedging or covering transaction to be executed at or near the Close,
they must operate with substantial care. If the transaction is completed in a manner that does not effectively
place the firm at market risk or if the transaction does not provide an opportunity for possible contra side
interest to develop and/or react to the activity, it would raise manipulative concerns and may operate as
conduct inconsistent with just and equitable principles of trade.

E. Compliance with Federal Securities Laws and Rules
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In addition to complying with NYSE and NYSE Amex Equities Rules and policies, members and member
organizations should review all other applicable federal securities laws and regulations, including Section
9(a)(2) of the Securities Exchange Act, Regulation SHO and Rule 10b-5, as well as the margin and capital
rules. Firms must ensure that they have written policies and procedures, and supervisory controls reasonably
designed to detect and deter potentially violative conduct.

VI. Staff Contacts

Regulatory questions regarding this memorandum should be addressed to:

Patricia Bergholc, Director, FINRA Market Regulation, patricia.berghoc@finra.org, 917.281.3054;

Michael Fryer, Associate Director, FINRA Market Regulation, michael.fryer@finra.org, 917.281.3071;

John Saxton, Director, FINRA Market Regulation, john.saxton@finra.org, 917.281.3114;

Andrew White, Associate Director, FINRA Market Regulation, andrew.white@finra.org, 917.281.3126;

Clare Saperstein, Vice President, NYSE Regulation, Inc., 212.656.2355, csaperstein@nyx.com; or

David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166, ddegregorio@nyx.com.

Operations questions concerning this memorandum may be addressed to the following:

Paul Bauccio, Senior Vice President, Operations, pbauccio@nyx.com, 212.656.2929;

Dennis Pallotta, Director, Operations, dpallotta@nyx.com, 212.656.5236; or

Sonia Rosa, Director, Operations, srosa@nyx.com, 212.656.2899.

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at the On-
Floor Surveillance Unit Booth on the Floor.

___________________________

NYSE Regulation, Inc.

Attachments

NYSE Regulation

NYSE Regulation, Inc.

20 Broad Street

New York, NY 10005

nyse.com

Number 10-11

February 26, 2010

ATTENTION: CHIEF EXECUTIVE OFFICER, CHIEF OPERATIONS OFFICER, LEGAL AND COMPLIANCE
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENT TO NYSE & NYSE AMEX EQUITIES RULES 123C (“Market On The Close
Policy And Expiration Procedures”), 13 (“Definition of Orders”) AND 15 (“Pre-Opening Indications”) -
MODIFICATION OF CLOSING PROCESS PROCEDURES

I. Purpose
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The purpose of this Information Memo is to advise members and member organizations that effective March
1, 2010, New York Stock Exchange, LLC (“NYSE”) and NYSE Amex LLC (“NYSE Amex”) (collectively herein
the “Exchanges”) will modify their closing procedures pursuant to an amendment of NYSE and NYSE Amex
Equities Rules 123C. Conforming amendments were also made to NYSE and NYSE Amex Equities Rules
13 and Rules 15. These modifications to the closing procedures and the corresponding rule amendments
contain significant changes to the way in which the close of trading is handled on the exchanges. Accordingly,
members and member organizations should carefully review this memorandum to ensure that they will be in
full compliance with the changes when they go into effect on March 1, 2010.

II. Background - Closing Procedures Prior to Current Amendments.

This section contains a description of the current pre-amendment NYSE and NYSE Amex Equities Rules
123C procedures for the entry and execution of market-at-the-close (MOC) and limit-at-the-close (LOC)
orders and the determination of the closing print(s) to be reported to the Consolidated Tape for each security
at the close of trading.

Prior to the amendments described herein, all MOC/LOC orders were required to be entered by 3:40 p.m.,
unless entered to offset a published imbalance on either side of the market or if a regulatory halt is in effect at
3:40 p.m. Further, between 3:40 p.m. and 3:50 p.m., MOC/LOC orders were irrevocable, except to correct a
legitimate error, or when a regulatory trading halt was in effect at or after 3:40 p.m. After 3:50 p.m. MOC/LOC
orders cannot be cancelled or reduced for any reason except those provided for in NYSE and NYSE Amex
Equities Rule 123C(8)(a) which governs an extreme order imbalance at or near the close.

At 3:40 p.m., the Designated Market Maker (“DMM”) was required to publish imbalance information in
any security where the order imbalance of buy MOC and marketable LOC buy orders and sell MOC and
marketable LOC sell orders is 50,000 shares or more on the NYSE and 25,000 shares or more on NYSE
Amex. If at 3:40 p.m., there exists any other significant imbalance (i.e., an imbalance of less than 50,000
shares (NYSE)/25,000 shares (NYSE Amex)) that is significantly greater than the average daily volume in
the stock, the DMM may publish an imbalance after obtaining Floor Official Approval. The DMM must update
these imbalance publications as soon as practicable after 3:50 p.m.

Additionally, under the Rule prior to these amendments, an Informational Imbalance of any size may also be
published between 3:00 and 3:40 p.m. with the approval of a Floor Official. If such an Informational Imbalance
is published, as soon as possible after 3:40 p.m., the DMM must either update the Informational Imbalance
with an imbalance publication for 50,000(NYSE)/25,000(NYSE Amex) shares or more, or any other significant
imbalance. If there is neither a significant imbalance nor one of 50,000(NYSE)/25,000(NYSE Amex) shares
or more, a “no imbalance” notice must be published. If an imbalance or “no imbalance” notice is published at
3:40 p.m., a significant imbalance or one of 50,000(NYSE)/25,000(NYSE Amex) shares or more (or, in their
absence, a “no imbalance” notice) must be published as soon as possible after 3:50 p.m.

In addition to publications described above, NYSE and NYSE Amex Equities Rule 123C(6) permit the
Exchanges to disseminate a data feed of real-time order imbalance information that accumulates prior to
the close of trading on the Exchanges (“Order Imbalance Information”). Order Imbalance Information is
disseminated every fifteen seconds between 3:40 p.m. and 3:50 p.m.; thereafter, it is disseminated every five
seconds between 3:50 p.m. and 4:00 p.m.

NYSE and NYSE Amex Equities Rules 123C prior to the amendments described herein, further prescribe the
Expiration Friday Auxiliary Procedures for the Opening. Those provisions of the rule govern the time of entry
and the marking of orders related to expiring index contracts.

III. New - Amendments to NYSE and NYSE Amex Equities Rules 123C, 13 and 15

The Exchanges have amended and renamed NYSE and NYSE Amex Equities Rules 123C and they are
now entitled “The Closing Procedures”. The Exchanges further deleted the “At the Close” order type from

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

358

http://researchhelp.cch.com/License_Agreement.htm


NYSE and NYSE Amex Equities Rules 13 and replaced it with the specific definition of MOC/LOC orders. The
definitions of MOC/LOC orders were deleted from NYSE and NYSE Amex Equities Rules 123C.

The new Closing Procedures are effective March 1, 2010 and will be implemented Floor-wide on that date.
They incorporate a new order type pursuant to NYSE and NYSE Amex Equities Rules 13. The new Closing
Offset (“CO”) order will provide market participants an additional method to offset any imbalance that exists at
the closing trade. Although not guaranteed to participate in the closing transaction, the CO order is eligible for
execution in the closing transaction when there is an imbalance of orders to be executed on the opposite side
of the market from the CO order and there is no other interest remaining to trade at the closing price on the
same side of the CO order.

Unlike MOC/LOC orders, CO orders may be entered on either side of the market, at anytime prior to the
close. Restrictions on canceling CO orders are the same as those for MOC/LOC orders. CO orders are not
included in the calculation of the Mandatory MOC/LOC Imbalance or the Informational Imbalance (now 3:00
- 3:45 pm) and cannot swing an imbalance to the opposite side of the market. CO orders will be executed
only up to the amount needed to offset the remaining imbalance at a closing price where all other interest has
been filled. CO orders are executed based on time priority of receipt in the Exchanges' systems of all same
side CO orders in that symbol.

Pursuant to the Closing Procedures, all MOC/LOC orders must now be entered electronically by 3:45
p.m., unless entered to offset a published imbalance. A single Mandatory MOC/LOC Imbalance Publication
(“Mandatory Imbalance Publication”) is required as soon as practicable after 3:45 p.m. where there is an
imbalance equal to or greater than 50,000 shares (NYSE)/25,000 shares (NYSE Amex). Pursuant to the
provisions of Rule 123C(5)(a), a DMM may also publish a Mandatory Imbalance Publication with prior Floor
Official or qualified NYSE Euronext employee as defined in NYSE Rule 46.10 approval as soon as practicable
after 3:45 p.m., if there exists an imbalance that otherwise constitutes a significant imbalance, such as an
imbalance of less than 50,000 shares (NYSE)/25,000 shares (NYSE Amex) in any security where such
imbalance is significant in relation to the average daily trading volume in the security.

The new Closing Procedures further permit the cancellation or reduction of MOC/LOC and CO orders only for

legitimate errors between 3:45 p.m. and 3:58 p.m. 1   After 3:58 p.m., cancellations or reductions in the size of
MOC/LOC and CO orders, even in the event of legitimate error, will not be permitted, except pursuant to Rule
123C(9)(a)(2). A legitimate error pursuant to new NYSE and NYSE Amex Equities Rule 123C(1)(c) is an error
in any term of an MOC or LOC order, such as price, number of shares, side of the transaction (buy or sell) or
identification of the security.

The Exchanges will continue to publish the Order Imbalance Information data feed which will now commence
at 3:45 p.m. and be disseminated approximately every five seconds until 4:00 p.m. The modified Order
Imbalance Information data feed is compiled using the following: (i) reference price; (ii) MOC/LOC imbalance
and the side of the market; (iii) d-Quotes and all other e-Quotes containing pegging instructions eligible to

participate in the closing; 2   (iv) MOC/LOC paired quantity at reference price; (v) CO orders on the opposite

side 3   of the imbalance and (vi) at-priced LOC interest eligible to offset the imbalance.

In addition, the new Order Imbalance Information data feed will include two new data fields that provide
subscribers with a snapshot of the prices at which interest eligible to participate in the closing transaction
would be executed in full against contra interest at the time the data feed is disseminated. The two new data
fields will show (i) the price at which closing-only interest (i.e., MOC orders, marketable LOC orders, and
CO orders on the opposite side of the imbalance) may be executed in full, and (ii) the price at which all orders
eligible to trade on the close would execute against orders in the Display Book (e.g., limit orders, including
Floor broker interest (e-quotes) and DMM interest (s-quotes), the full quantity of Minimum Display Reserve
Orders, d-Quotes and pegging e-Quotes, and Stop orders).

Similarly, NYSE & NYSE Amex Equities Rules 15 have been amended to conform the pre-opening Order
Imbalance Information data feed to provide market participants with more information prior to the opening
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transaction, by including the price at which all interest eligible to participate in the opening transaction may be
executed in full.

Pursuant to new NYSE and NYSE Amex Equities Rules 123C(f), a “trading halt” has the same meaning as
that term is defined in NYSE and NYSE Amex Equities Rules 123D (“Trading Halt”). Where a Trading Halt
is in effect at 3:45 p.m., a Mandatory MOC/LOC Imbalance will be published as close to the resumption of

trading as possible if the Trading Halt is lifted prior to the close of trading. 4   In this event, MOC/LOC orders
may be entered to offset the published imbalance. If a Trading Halt is not lifted before the close of trading,
the entry of MOC/LOC interest, including offsetting interest, is prohibited. If a Trading Halt occurs in a security
after a Mandatory Imbalance Publication (i.e., after 3:45 p.m.), MOC/LOC orders may be entered to offset
the published imbalance. Where a Trading Halt occurs after 3:45 p.m. and there is no Mandatory MOC/LOC
Imbalance in the security, the entry of MOC/LOC interest will not be allowed. Note that under amended NYSE
and NYSE Amex Rule123C, no special provisions apply to the cancellation of MOC/LOC and CO orders
with respect to whether a Trading Halt is in place. The cancellation of MOC/LOC and CO orders is governed
by NYSE and NYSE Amex Rules 123C(3) and 123C(9)(a)(2) (“Extreme Order Imbalances at or Near the
Close”).

Finally, new NYSE and NYSE Amex Rule 123C(7) list all the interest that must be executed or cancelled
as part of the closing transaction and the hierarchy of the interest that may be used to offset the closing
imbalance.

IV. New - Elimination of Expiration Friday Auxiliary Procedures for Opening

The Exchanges rescinded the provisions governing “Expiration Friday Auxiliary Procedures for Opening,”
because Exchange systems allow the DMM to accommodate for fluctuation in volume, thus rendering the
provisions of this section unnecessary. Moreover, the order marking provisions were an accommodation to
member organizations. Today, all Exchange member organizations are capable of affixing appropriate order
designations rendering these provisions unwarranted.

In addition, the “Due Diligence Requirements” were deleted from NYSE and NYSE Amex Equities Rules
123C since they are duplicative provisions that are codified in NYSE and NYSE Amex Equities Rule 405.
Members and member organizations are advised that they are still responsible for compliance with the
provisions of NYSE and NYSE Amex Equities Rule 405.

V. Staff Contacts

Operations questions concerning this memorandum may be addressed to the following:

Paul Bauccio, Senior Vice President, NYSE Operations, at (212) 656-2929

Robert Airo, Senior Vice President, NYSE Operations, at (212) 656-5663

Regulatory questions concerning this memorandum may be addressed to the following:

Deanna G.W. Logan, Managing Director, NYSE Regulation, at (212) 656-2389

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
Booth in the Garage. Questions that are not time sensitive may also be submitted to Ask Market Surveillance.
If you or your member organization are not already a subscriber to the Ask Market Surveillance system,
please refer to Member Education Bulletin 2006-3 (January 30, 2006) for more information.

___________________________________

NYSE Regulation, Inc.

NYSE Regulation

Information Memo
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Market Surveillance

NYSE Regulation, Inc.

11 Wall Street

New York, NY 10005

nyse.com

Number 09-22

May 28, 2009

ATTENTION: COMPLIANCE AND LEGAL DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Procedures for Escalating and Addressing Inquiries Arising from Real-Time Regulatory or Trading
Issues

The purpose of this Information Memo is to remind all members and member organizations that they should
have a process in place to enable timely response to and resolution of inquiries from their employees or
NYSE Regulation, Inc. (“NYSE Regulation”) regarding real-time regulatory matters or trading activities on
the Floor or through NYSE systems. Such a process is mandated by Rule 342 which requires adequate
procedures for supervision and control of business activities, including a separate system of follow-up and
review, designed to achieve compliance with applicable rules and federal securities laws.

There have been recent instances in which Market Surveillance and/or member organization employees
have attempted to contact member organizations with respect to various regulatory issues but the member
organization was unable to promptly respond, and the matter could not therefore be resolved in a timely
fashion. The types of matters that require prompt escalation and attention include, but are not limited to,
account intrusion activity, unusually large orders that could have been submitted in error, unusual trading that
could be the result of aberrational algorithmic activity, potentially violative odd-lot transactions, or potentially
fraudulent or manipulative trading.

While it is important to maintain information barriers and confidentiality requirements, it is also necessary
that member organizations be able to quickly respond to real-time regulatory or trading issues in order to
maintain a fair and orderly market. NYSE Regulation recognizes that member organizations need to have
in place appropriate information barriers under applicable rules and federal securities laws and that such
information barriers may implicate the sharing of information within a business unit in a member organization.
To that end, member organizations should have policies and procedures that retain information barriers
while providing for the prompt escalation, review, and resolution of all real-time trading issues by legal and
compliance staff. Risk managers, compliance officers, and/or other appropriate individuals within a business
unit should have access to necessary information (live order information, position information, etc.) and
necessary areas at the member organization in order to resolve such inquiries. The responsible individual(s)
should also be sufficiently supported in resolving these inquiries.

The identity (name, title, and location) and contact information (telephone numbers, e-mail address, etc.)
for each individual designated pursuant to the member organization's policies and procedures for response
to real-time trading issues should be provided to all applicable member organization employees. At the
member organization's discretion, this contact information may also be provided to Market Surveillance, via
the Electronic Filing Platform.
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Member organizations should update this contact information on a rolling basis. Also, policies and procedures
should provide a mechanism for NYSE Regulation personnel to have prompt access to the designated
individual(s) regarding any such inquiries.

In addition, for any regulatory questions relating to real-time trading activities on the Floor or through
NYSE systems, member organizations may contact Patricia Bergholc, Director, Market Surveillance, (212)
656-4948, pbergholc@nyx.com.

Staff Contacts

Questions regarding this Information Memo should be directed to Jean O'Rourke, Director, Market
Surveillance, (212) 656-6007, iorourke@nyx.com, or Peter Bon Viso, Senior Counsel, Market Surveillance,
(212) 656-5621, pbonviso@nyx.com.

___________________________________

John F. Malitzis

Executive Vice President

Market Surveillance

Information Memo

Member Firm Regulation

New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005

NYSE

Number 02-48

November 7, 2002

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, CHIEF OPERATIONS OFFICER,
INTERNAL AUDIT, COMPLIANCE, LEGAL AND TRADING DEPARTMENTS

TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ELECTRONIC TRANSMISSION OF ORDERS

Recently there have been a number of instances where members or member organizations have submitted
orders to the Exchange in error via electronic order entry systems. These errors were the result of human
error or defective commercial or proprietary software systems used to submit DOT Orders to SIAC. The two
primary causes of the error transmissions were: (1) transmitting orders containing an incorrect quantity of
shares; and (2) inadvertently releasing files containing orders transmitted the previous day.

The purpose of this memo is to emphasize to members and member organizations their responsibilities
when utilizing electronic order routing systems. Please also see Information Memos Nos. 92-43, dated
December 29, 1992, 92-15, dated May 28, 1992, and 89-6, dated January 25, 1989. Members and
member organizations are reminded of the regulatory requirements (internal control and written supervisory
procedures) and business practices (Know Your Customer) that must be adhered to when electronic order
entry systems are used.

SYSTEM CONTROLS MANDATORY
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While electronic order entry systems can enhance members' or member organizations' ability to route and
execute orders, errors resulting from their use can result in increased market volatility and significant financial
risk and exposure to members and member organizations. Accordingly, all electronic order entry systems
must have written internal control and supervisory procedures, regardless of whether the member or member
organization is utilizing its own proprietary system or that of an outside vendor.

Electronic order entry systems, should, at a minimum, incorporate the following features: 1) controls that limit
use of the system to authorized persons/parties, 2) checks for validation of order accuracy, 3) established
limits and/or order prohibitors, to prevent orders exceeding preset credit and order size parameters from
being transmitted for execution, and 4) controls that monitor for duplication/retransmission of orders
previously transmitted for execution. When members or member organizations use a vendor's order entry
system, it is incumbent upon the member or member organization to ensure that the system has the requisite
controls in place and that the vendor's system complies with all Exchange audit trail requirements, including
Front End Systemic Capture (“FESC”) as required by Rule 123(e).

PROBLEMS RESULTING FROM SYSTEMS MAINTENANCE

Several of the recent errors occurred as the direct result of systems maintenance. Members and member
organizations must ensure that when software maintenance is being performed on their own electronic
order entry systems that safeguards are in place to prevent the inadvertent disabling of such systems or any
automated messaging systems that are used to alert firms as to problems with their order entry systems.
Further, such systems should be separated so that when maintenance is performed on one system it does
not impact or disable the other system. Similarly, members and member organizations are responsible to
ensure that such safeguards are in place for order entry systems of vendors or otherwise provided to or
utilized by correspondents and other third parties.

IMPROPER TESTING OF SYSTEMS PROHIBITED

The Exchange has recently become aware of instances where members and member organizations test their
systems' connectivity to the Exchange's systems by sending what purports to be an actual order, but one not
executable because of its terms (for example, sending an order to buy or sell 100 shares of a stock at $1,
when the stock is trading well outside that price), and immediately sending a cancellation of the order.

Any test of a member's or member organization's system connectivity to the Exchange must be performed
using the appropriate established testing procedures. Test messages should be clearly denoted as such and
should not be sent in the guise of an actual order.

PERMITTING USE BY CORRESPONDENTS AND OTHERS

Before a member or member organization grants correspondents or other parties, pursuant to carrying,
clearing or other arrangements, access to its (or a vendor's) electronic order routing system, it must ensure
that reasonable written control and supervisory procedures (that must include at a minimum the four features
enumerated under the subhead “System Controls Mandatory” on page one of this Memo) are in place, and
must obtain and maintain as part of its books and records a copy of such correspondent's written control
procedures as well as a written undertaking from the correspondent that it will abide by such procedures. In
addition, the correspondent must provide the member or member organization with written notification of any
significant changes to such procedures. As an alternative, the carrying or clearing member organization itself
may establish the procedures by which a correspondent must abide and must obtain a written undertaking
from the correspondent that it will comply with such written procedures.

A member or member organization can also satisfy this requirement by using an electronic screen i.e., built-in
system checks, such as preset size and/or dollar limits, in its electronic order entry system.

DUE DILIGENCE OBLIGATIONS
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Members and member organizations are also reminded of the requirements of Exchange Rule 405
(“Diligence as to Accounts”) also referred to as the “Know Your Customer” Rule, which provides, in part, that
members and member organizations must learn the essential facts relative to every customer and order. The
Rule's requirements are imposed on every customer order, regardless of the method or system used for their
receipt and transmission, including those routed via electronic trading systems.

Questions regarding this memo may be directed to your Finance Coordinator at the Exchange.

___________________________________

Salvatore Pallante

Executive Vice President

Attachments

NYSE Regulation

Information Memo

Market Surveillance

NYSE Regulation, Inc.

11 Wall Street

New York, NY 10005

nyse.com

Number 07-60

June 29, 2007

ATTENTION: CHIEF EXECUTIVE OFFICER, CHIEF OPERATIONS OFFICER, LEGAL AND COMPLIANCE
DEPARTMENTS

TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ODD-LOT ORDER REQUIREMENTS

*** Please Show to Your Compliance Officer ***

I. Purpose

The purpose of this Information Memo is to remind all members and member organizations of the NYSE
requirements governing use of the odd-lot system remain in effect and that odd-lot order activity must comply
with these requirements. Firms are warned that use of the odd-lot system in ways that are inconsistent with
traditional odd-lot investment activity is prohibited and violations will be pursued by the relevant regulatory
authority, including NYSE Regulation.

II. Background

The NYSE odd-lot system is intended to afford customers of members and member organizations an
inexpensive and efficient order execution system compatible with traditional odd-lot investing practices of
smaller individual, retail investors. NYSE Rules 124 and 411(b) set forth procedures and requirements for the
proper execution and processing of odd-lot orders. From the inception of the NYSE odd-lot system, the NYSE
has required that the odd-lot system not be used as a professional trading vehicle, except as otherwise
provided in this Memo. For purposes of this Memo, a professional trading vehicle includes trading strategies
by professionals that would result in more than an incidental use of the odd-lot system.
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III. Odd-Lot Order Handling and Prohibited Trading Practices

Use of the odd-lot system in ways that are inconsistent with traditional odd-lot investment activity or order
entry practices that are intended to circumvent the round lot market constitute abuses of the odd-lot system
and are prohibited. For example, members and member organizations are not permitted to engage in the
following conduct:

• Unbundling market or limit round-lots for the purpose of entering odd-lot orders in comparable
amounts;

• Failing to aggregate odd-lot orders into round-lots when such orders are for the same account or for
various accounts in which there is a common monetary interest/beneficial ownership interest (note
that the requirement to aggregate such orders applies to both market and limit orders);

• Entering both buy and sell odd-lot limit orders in the same stock before one of the orders is
executed, for the purpose of capturing the “spread” in the stock;

• Effecting prearranged or wash sales in odd-lots, which are trades in which an offer to buy is coupled
with an offer to sell back at the same or an advanced price (or the reverse). These trades are
violative because they are not actually exposed to the risk of the market Whether a transaction
presents “market risk” is a facts and circumstances determination. As a general matter, however, in
order to be considered at the risk of the market, at the time of the first transaction there can be no
guarantee or assurance of the price of the second transaction. In addition, the time period between
the two transactions would not of itself determine whether the trading had been effected at the risk
of the market Rather, such factors as the liquidity of the security and volume must be considered.
Prearranged or wash sales in odd-lots or partial round lots (“PRLs”) should not be used to create
a false or misleading appearance of more actual or apparent active trading in such security. Such
activity would violate SEC and NYSE anti-manipulation and anti-fraud rules, and other NYSE rules
including but not limited to just and equitable principals of trade and good business practices.

• Effecting prearranged or wash sales in the round-lot portion of a PRL for the purpose of effecting an
execution of the odd-lot portion of the PRL with no market risk and at a more favorable price than
market conditions would have otherwise permitted. For example, when the quote in XYZ is .05 - .15,
a customer simultaneously bids .06 for 199 shares and offers 100 shares at .06. This would cause
100 shares to execute at .06 (this would be a prohibited wash sale), which would in turn force the
specialist to sell to the customer the remaining 99 shares at .06, thereby generating a riskless odd-
lot trade at a better price for the odd-lot than the market at the time would have provided.

• Other types of trading activity in odd-lot orders or in PRLs that is not consistent with traditional odd-
lot investment activity, including index arbitrage, certain types of program trading, security classes
not usually involved in program trading (e.g., REITs, certain narrowly based structure products,
etc.), or any pattern of activity that would suggest day trading or is otherwise clearly suspicious
because it is inconsistent with traditional odd-lot investment activity.

It is also prohibited to enter a round-lot order to create a favorable execution price for odd-lot market or limit
orders pending execution in the odd-lot system.

Odd-lot limit orders may be entered as part of a program trade, provided such orders in the aggregate
constitute a relatively small part of the overall program. For example, the NYSE would consider a program
consisting primarily of odd-lot orders to be presumptively violative of NYSE Rules and policies since the use
of the odd-lot system would not be a “relatively small part” of the overall program.

In determining whether trading involving odd-lots is violative, NYSE Regulation will consider, among other
factors, whether a strategy appears to intentionally utilize odd-lots for the purpose of accessing volume that
would not be available in the round-lot market Accordingly, NYSE Regulation will consider whether a strategy
appears to be contingent on the use of odd-lots as opposed to round-lots, or seems to be structured in terms
of the size or timing of the orders so that an inappropriate large number of odd-lot orders results. The conduct
described above, in addition to the above cited rules, constitutes conduct inconsistent with just and equitable
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principles of trade and possible violations of federal securities laws and will result in disciplinary action by
NYSE Regulation.

IV. Supervision

a. Supervision of Sponsored Participants

Members and member organizations must establish and enforce appropriate internal systems and controls to
monitor odd-lot activity by customers, whether the order is entered by the firm or whether the order is entered
by the customer directly using the firm's electronic order routing systems. Before granting access to its (or a
vendor's) electronic order routing system to correspondents or other parties pursuant to carrying, clearing, or
other arrangements, the member or member organization must assure that that such correspondents or other
sponsored participants has adequate policies and procedures, written controls and supervisory procedures,
and surveillances in place that are reasonably designed to detect improper activity and enforce compliance
with SEC and NYSE rules. Member firms' supervisory systems must be designed to assure compliance with
NYSE and SEC rules, and to monitor for inappropriate and manipulative conduct by their customers. At a very
minimum, NYSE Regulation expects member firms to have policies, procedures, systems and controls, and
surveillances to contemporaneously detect and deter the violations of NYSE and SEC rules, including but not
limited to, the practices outlined above.

In this regard, members and member organizations are reminded that in addition to their regular supervisory
duties under NYSE Rule 342, they also have an obligation under NYSE Rule 405 (the so-called “Know Your
Customer” rule), to use due diligence to learn the essential facts relative to every customer and every order.
The Rule's requirements apply to every customer order routed through electronic trading systems, including
the NYSE's odd-lot order service. For further information on requirements for electronic transmission of
orders, please refer to Information Memo 02-48.

Members and member organizations are responsible for all order activity effected through the use of their
own or their vendors' electronic order routing systems. Firms who fail to adequately monitor for compliance by
their customers may be subject to formal disciplinary action, including fines or the suspension or termination
of its ability to enter odd lot orders or sponsor customers entering odd lot orders over its electronic order

routing systems or other regulatory sanction as appropriate. 1 

b. Books and Records

All members and member organizations are reminded of their continuing obligation to accurately record
account type information in their audit trail reporting in accordance with NYSE Rule 130(d), and should be
aware that their obligation to provide accurate account type information in reporting program trading extends
to the incidental odd-lot portions of a program; failure to properly provide account type information may result
in disciplinary action against the firm. Therefore, members are advised to be especially diligent in their efforts
to ensure the accuracy of program trading-related audit trail information.

V. NYSE Regulation Staff Contacts

Questions concerning this Information Memo should be addressed to:

Clare F. Saperstein, Principal Rule Counsel, Market Surveillance, at (212) 656-2355

Douglas Witter, Senior Special Counsel, Market Surveillance, at (212) 656-4875

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
Booth in the EBR. Questions that are not time sensitive may also be submitted to Ask Market Surveillance.
(For information about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3, which
was issued on January 30, 2006, if you or your firm is not already a subscriber.)

___________________________________
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Robert A. Marchman

Executive Vice President

Market Surveillance

Information Memo

Market Surveillance

New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

NYSE

Number 95-28

July 10, 1995

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Positioning to Facilitate Customer Orders

The purpose of this memorandum is to present the Exchange's view of various trading strategies employed
by member organizations to facilitate customer stock or program orders. Although it is not possible to provide
an all-inclusive discussion of these strategies, the Exchange believes it is important to describe the kind of
activity which would be inconsistent with just and equitable principles of trade.

A member organization “A” commits to sell (buy) securities after the close to (from) a customer at the closing
price on the Exchange. To position itself to facilitate this transaction, “A” buys (sells) the stock(s) throughout
the day in a proprietary account, assuming the risk of the market In order to reduce the risk of the proprietary
position it is assuming during the day, “A” leaves a portion of the position to be executed at the close. If
the size of the transaction(s) “A” intends to execute at the close can reasonably be expected to impact the
closing price(s), “A” should not buy (sell) any stock related to that position near the close. (“:A” would not be
precluded from entering proprietary market-on-close orders for execution in the closing transaction, if “A”
is not representing any proprietary orders near the closing transaction). What constitutes “near the close”
depends upon the degree of risk which can reasonably be attributed to the position established by that trade
versus the reasonably anticipated impact the trade at the close will have on the closing price. While each
situation may be unique, depending upon the size of the transaction and the liquidity of the stock, generally
traded executed after 3:40 p.m. would be considered “near the close.” Engaging in such transactions for
the firm's proprietary account would be conducted inconsistent with just and equitable principles of trade.
However, “A” would not be precluded from executing the customer's order on an agency basis at any time,
including at or near the close. It should be recognized, however, that this does not preclude the Exchange
from determining that such activity may be a violation of the anti-manipulative provisions of the Securities
Exchange Act of 1934 or Exchange rules.

Similarly, intra-day, it would be conduct inconsistent with just and equitable principles of trade for a member
organization to effect any transactions in a stock while knowing of the imminent execution of a block, in order
to subsequently liquidate the position by (over) participating on the contra-side of the block transaction. For
example, if “A” knows a block will be bought one-quarter of a point up from the current market, “A” should not
buy stock to subsequently sell into the block transaction at the higher price.

In addition, it would be conduct inconsistent with just and equitable principles of trade for any person to
disclose to any other person trading strategies or customers' orders for the purpose of that person taking
advantage of the information for personal benefit or for the benefit of the member organization. This does not,
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however, preclude a member organization from soliciting interest to trade with the contra side of a block in the
normal course of engaging in block facilitation activities.

Member organizations are required to establish and maintain procedures reasonably designed to review
facilitation activities for compliance with Exchange rules and federal securities laws. Member organizations
must ensure that trading strategies engaged in by their proprietary traders to facilitate customers' orders
have an economic basis and are not engaged in to mark the closing price or to mark the value of a position.
In addition, before any at-the-close customer order is transmitted to the Floor, the member organization
accepting the order must exercise due diligence to learn the essential facts relative to the order, including
the purpose and propriety of the at-the-close instructions, particularly when it has knowledge of other orders
executed for the customer's account during the day.

Questions regarding the above may be directed to Agnes Gautier at (212) 656-4608.

___________________________________

Robert J. McSweeney

Senior Vice President

NYSE/NYSE Amex Equities Close

• MOC/LOC entry

- Must be entered by 3:45 pm, unless offsetting a published imbalance.
- Must be entered electronically.

• Cancellation of MOC/LOCs

- Cannot be cancelled after 3:58 pm, even if legitimate error. * 
• MOC/LOC Publication

- One Regulatory MOC/LOC publication at 3:45, done systemically
• Closing Offset (“CO”) Order - New Order Type

- Can be entered on either side of the market, at any time during the day.
- Can be used to offset any imbalance at the Close.
- Not guaranteed to participate; may participate only to offset imbalance if no other interest
is remaining to trade at the closing price on the same side of the CO order.
- Cannot swing balance to other side.
- Time priority basis with other CO orders on the same side of the market.
- Not included in the mandatory MOC/LOC imbalance publication.
- Subject to the same restrictions on cancelling as MOC/LOC orders, i.e., cannot be
cancelled after 3:58 pm, even if legitimate error *
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• Order Imbalance Data feeds (Proprietary Data product) to all customers (upstairs and Floor)

- Every 5 seconds beginning at 3:45
- Compiled using:

○ Reference price
○ MOC/LOC imbalance and the side of the market
○ At 3:55, d-Quotes and all other e-Quotes containing pegging instructions
eligible to participate on the Close
○ MOC/LOC paired quantity at reference price
○ CO orders on the opposite side
○ At-price LOC interest eligible to offset the imbalance.

- Two new data fields -

○ Price at which closing-only interest (MOC orders, marketable LOC orders and
CO orders on the opposite side of the imbalance) will execute in full
○ Price where all orders eligible to trade on the Close would execute against
themselves and orders on DBK.

• d-Quote entry for closing transactions must be entered by 3:59:50.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  A "legitimate error" is an error in the term of a written order, such as price, number of shares, buy/sell, or
identification of the security. See NYSE and NYSE Amex Equities Rule 123C(1)(c).

2  Imbalance publications include both MOC and marketable LOC orders (based on the last sale price at
the time the publication is made). See NYSE and NYSE Amex Equities Rule 123C(1)(b) & (d), defining
"Informational Imbalance Publications" and "Mandatory MOC/LOC Imbalance Publications". For more
information on how imbalance publications are calculated, see NYSE and NYSE Amex Equities Rule
123C(4).

3  On a day that trading on the Exchange is scheduled to close earlier than 4:00 p.m., the Exchange will
disseminate Order Imbalance Information every five (5) seconds starting at ten (10) minutes prior to the
Close. See NYSE and NYSE Amex Equities Rule 123C(6)(a)(v).

1  On Monday, March 9, 2009, the Exchange introduced system functionality to (i) allow the entry of MOC/
LOC interest after 3:40 p.m. to offset published MOC/LOC imbalances that have been published to
the Tape pursuant to Rule 123C(5), and (ii) block the entry of all MOC/LOC orders that would join the
same side of a published MOC/LOC imbalance. This functionality also blocks entry of MOC/LOC orders
after 3:40 p.m. in securities for which no regulatory imbalance has been published. Additionally, the
functionality rejects cancellation requests after 3:50 p.m. for all previously entered MOC/LOC orders. As
of March 1, 2010, these times will be changed to 3:45 and 3:58 p.m., respectively to conform with the
amendments described in this memorandum. See also Information Memo 09-12.

2  These order types are included in the data feed compilation at their maximum range of discretion
beginning at 3:55 p.m. or 10 minutes before a scheduled early close.

3  In the case of a buy imbalance, CO orders to sell at a price equal to or lower than the reference price are
to be included in the imbalance. In the case of a sell imbalance, CO orders to buy at a price equal to or
higher than the reference price are to be included in the imbalance.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

369

http://researchhelp.cch.com/License_Agreement.htm


4  In such an instance, the DMM in the assigned security is responsible for the manual dissemination of the
Mandatory Imbalance Publication for that security.

1  NYSE Regulation has recently imposed formal disciplinary sanctions and significant fines for odd-lot
trading violations, which are described in Hearing Panel Decisions 07-10, 06-160, 06-171, and 06-192
and posted on NYSE.com.

*  Except as provided in Rule 123C(9)(a)

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

370

http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 10-49

Click to open document in a browser

December 2, 2010

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NYSE/NYSE Amex Equities Rule 460.30 and Rule 98(h)(1) Notification Email Address and
Reporting Obligations

Please Show To Your Compliance Officer

I. Purpose

The purpose of this Information Memorandum is to inform DMM units and their approved persons and
member organizations of a new notification email address for New York Stock Exchange, LLC (“NYSE”)
and NYSE Amex LLC (“NYSE Amex”) Equities Rule 460.30 and Rule 98(h)(1) reporting obligations. This
Information Memo also clarifies certain requirements regarding these reporting obligations.

II. New Notification Email Address

Going forward, all notifications required under NYSE/NYSE Amex Equities Rule 460.30 (“Rule 460.30”) and
NYSE/NYSE Amex Equities Rule 98(h)(1) (“Rule 98(h)(1)”) must be emailed directly to FINRA's Market
Regulation Department at apnotice@finra.org.

Such notifications should no longer be submitted to stockwatch@nyx.com or other previously designated
individuals.

Failure of the DMM unit, its approved person or member organization, to provide the required information to
apnotice@finra.org may be deemed a violation of Rules 460.30 and 98(h)(1), among others, and may lead to
disciplinary action.

III. Rule 460.30 Reporting Obligations

Rule 460.30 requires that an approved person or member organization associated with a DMM unit (“Affiliated
DMM”) notify the Exchange of its participation in any distribution, tender, or exchange offer of any security

identified under Rule 460.30(b). 1 

All notifications mandated under Rule 460.30 must be emailed to apnotice@finra.org the earlier of: (a) two
business days prior to pricing an offering or (b) one business day prior to the commencement of the restricted
period for a distribution participant as defined in Regulation M Rule 100. Please be reminded that, among
other things, this reporting obligation applies to all NYSE and NYSE Amex Equities securities, including
Nasdaq securities traded on the NYSE Amex on an Unlisted Trading Privilege (“UTP”) basis. Rule 460.30
reporting obligations also apply to Initial Public Offerings (“IPOs”) on the NYSE or NYSE Amex and to IPOs of
Nasdaq listed securities traded on the NYSE Amex on a UTP basis.

Each e-mail notification must contain all of the following items in a clear and complete manner:

1. Name of security;
2. Symbol;
3. Type of security;
4. Symbol of reference security or securities (if different from security being distributed);
5. Description of distribution or tender or exchange offer;
6. Distribution price or terms of tender or exchange offer;

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

371

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P10-49%2909013e2c86cc1ecb?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


7. Date of pricing;
8. Time of pricing;
9. Pricing basis (e.g., NYSE or Consolidated close);
10. Beginning and ending dates of restricted period under Regulation M (if applicable) or, for a tender or

exchange offer, the date the offer is publicly announced and its expiration date;
11. Firm submitting notification;
12. Name and title of individual submitting notification; and
13. Telephone number of individual submitting notification.

IV. Rule 98(h)(1) Reporting Obligations

Rule 98(h)(1) requires a member organization or approved person associated with a DMM unit to report
information regarding material investment banking activities in which it has been engaged. These investment
banking activities include, but are not limited to, underwriting, tender offers, mergers, acquisitions, issuer
repurchases and recapitalizations. In addition, Rule 98(h)(1) requires such entities to report information
regarding material research reports and recommendations pertaining to any security allocated to a DMM unit
pursuant to NYSE/NYSE Amex Equities Rule 103B.

All notifications mandated under Rule 98(h)(1) must be emailed to apnotice@finra.org on a monthly basis
by the 15 th of the following month (e.g., on November 15, 2010 for the activity of October 2010.) Please be
reminded that Rule 98(h)(1) obligations apply to any security allocated to the DMM Unit, including Nasdaq
listed securities that are traded on the NYSE Amex on a UTP basis.

V. Staff Contacts

Questions regarding this Information Memorandum should be directed to:

John Scrofani, Associate Director, FINRA Market Regulation, 917.281.3117, john.scrofani@finra.org;

John Saxton, Director, FINRA Market Regulation, 917.281.3114, john.saxton@finra.org;

Clare Saperstein, Vice President, NYSE Regulation, Inc., 212.656.2355, csaperstein@nyx.com; or

David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166, ddegregorio@nyx.com.

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at the On-
Floor Surveillance Unit Booth on the Floor.

___________________________

NYSE Regulation, Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  The notification requirements of Rule 460.30 are applicable to any security in which the Affiliated
DMM unit is registered where such security is: (i) the subject of a tender or exchange offer (or any
other security which is immediately convertible into or exchangeable for such security) for purposes
of Securities Exchange Act Rule 14e-5 (former Securities Exchange Act Rule 10b-13 was revised
and redesignated Rule 14e-5 as described in SEC Release No. 33-7760); or (ii) a covered security as
defined in Regulation M Rule 100.
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November 18, 2010

   TO: NYSE AMEX MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: “Fair Representation” Candidates Election

To ensure the fair representation of the members of NYSE Amex LLC (the “Exchange”) in connection with
the business of the Exchange, at least 20% of the directors on the boards of the Exchange must be directors
who have been recommended by the Director Candidate Recommendation Committee (“DCRC”) or who have
been nominated by petition of the NYSE Amex members.

This year, the DCRC submitted Andrew McLeod as a candidate to the board of the Exchange. In addition,
Peter Schwarz has been nominated by petition. The candidates' biographies are set out in Exhibit 1.

As required by the organizational documents of NYSE Amex, “fair representation” candidates must be
determined to be eligible for service by the NYSE Euronext Nominating and Governance Committee (“NYSE
Euronext NGC”), prior to appointment to the Board. In essence, “fair representation” candidates must not
be subject to any US or European statutory disqualification (as defined in the Certificate of Incorporation of
NYSE Euronext), and must meet the requirements set out in the NYSE Euronext Director Independence
Policy. The Certificate of Incorporation and Director Independence Policy are available on our website under
“Investor Relations.”

Under the organizational documents of the Exchange, when the number of DCRC candidates and number of
petition candidates exceeds the number of “fair representation” candidate positions, all such candidates shall
be submitted to the member organizations for a vote. The candidate receiving the highest number of votes for
the available position shall be the “fair representation” candidate recommended to the NYSE Euronext NGC.

The member organizations are afforded a confidential voting procedure and are given at least 20 business
days to submit their votes. This year, the member organizations can vote by e-mailing the attached ballot
to NYSEAMEXFAIRREPELECTION@NYX.COM. All votes must be received by no later than 5:00 p.m.,
New York time, on December 20, 2010. Only a vote submitted by an authorized individual for the member
organization will be counted (i.e., individuals authorized to vote on behalf of a member organization). For
purposes of determining which candidate received the highest number of votes and therefore should be the
“fair representation” candidate recommended to the NYSE Euronext NGC, each member in good standing
shall be entitled to one vote for each trading license owned by it, and each member in good standing that
does not own a trading license shall be entitled to one vote; provided, however, that no member organization,
either alone or together with its affiliates, may account for more than twenty percent (20%) of the votes cast
for a candidate, and any votes cast by such member organization, either alone or together with its affiliates, in
excess of such twenty percent (20%) limitation shall be disregarded.

Please direct any questions you have regarding this process to Janet McGinness, SVPLegal and Corporate
Secretary, Office of Legal and Government Affairs, at (212) 656- 2039 / jmcginness@nyx.com

NYSE AMEX 2010 “FAIR REP” BALLOT

Please circle the name of the candidate you wish to vote for and fill out the information set forth below. Only
individuals authorized to vote on behalf of a member organization are permitted to vote.

 

ANDREW McLEOD PETER SCHWARZ
 

Your Name: ____________________
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Title: ____________________

Phone #: ____________________

Firm or Affiliation: ____________________

Please send this completed ballot to NYSEAMEXFAIRREPELECTION@NYX.COM, no later than 5:00 p.m.,
New York time, on December 20, 2010.

BIOGRAPHIES OF CANDIDATES

Andrew McLeod

Andrew McLeod is an executive director at Morgan Stanley. He is an option product manager for Morgan
Stanley Electronic Trading (MSET) and is responsible for routing, execution and monetization of order
flow and management of PFOF. Prior to Morgan Stanley he worked at Equitec Group, Citigroup, Knight
Capital Group and other institutions and was also an independent market maker on the CBOE. Mr. McLeod
graduated from Boston University's School of Management and has served on several Exchange advisory
committees including CBOE, ISE, NYSE Arca and NYSE Amex; he is also a SIFMA Equity Option Committee
Member.

Peter Schwarz

Peter Schwarz is a founding member of Integral Derivatives, LLC, a successful equity options and index
options specialist firm. He is currently in charge of the analysis and implementation of electronic trading
strategies as well as managing and maintaining relationships with order flow providers. Mr. Schwarz received
a B.A. from Susquehanna University.

Prior to Integral Derivatives, he worked at Rosenblatt Securities Inc., Robb, Peck, McCooey Financial
Services, Inc., and Pershing LLC. From there he went to the AMEX where he helped develop and run an
International Arbitrage Desk for STR Trading Partners, LLC, before becoming the lead market maker for AGS
Specialists, LLC. While on the AMEX Mr. Schwarz was involved with the Exchange as a Floor Official and
then as an Exchange Official. He is also Treasurer for the Option Market Maker Association (OMMA) and a
member of the STA Option Committee.

____________________

Legal & Government Affairs

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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November 15, 2010

   TO: NYSE AMEX EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Financial Regulation Reports - Due Dates and Instructions for the Timely Filing of FOCUS, Net
Capital and Equity Computations, ITSFEA and Other Reports

NYSE Amex, LLC (“NYSE Amex”) is issuing this notice to remind members designated to NYSE Amex

for financial responsibility purposes 1   of (1) due dates for certain filings with FINRA's Risk Oversight &
Operational Regulation Financial Regulation Department (“FRD”), (2) how to request an extension of time to
file, and (3) what happens when reports are not filed on a timely basis.

This notice also provides guidance on due dates of filings with FINRA Risk Oversight & Operational
Regulation Financial Regulation Department (“FRD”), how to request an extension of time to file, and what
happens when reports are not filed on a timely basis.

2011 Filing Dates

Periodic financial filings, such as quarterly FOCUS Reports, Net Capital Computations and Equity
Computations are due no later than the 17th business day of the month following the end of the reporting
period. The 17th business day of each month in 2011 is noted below:

 

Jan. 26 July 26
 

Feb. 24 Aug. 23
 

March 23 Sept. 26
 

April 26 Oct. 25
 

May 24 Nov. 23
 

June 23 Dec. 23
 

The quarterly due dates for 2011 are noted below:
 

March 31, 2011 FOCUS Reports Due April 26, 2011
 

June 30, 2011 FOCUS Reports Due July 26, 2011
 

September 30, 2011 FOCUS Reports Due October 25, 2011
 

December 31, 2011 FOCUS Reports Due January 25, 2012
 

All FOCUS Reports, including Schedule I, must be filed electronically through the FINRA Web Form filings
system.

ITSFEA (Insider Trading and Securities Fraud Enforcement Act) Reports 1 and 2 (attached) are required to
be filed annually by all members and member organizations designated to NYSE Amex for financial oversight.
The reports are due at the same time as the year-end FOCUS Reports, January 26, 2011, for all filers. The
forms should be filed directly with FRD.

SIPC assessments are due on January 30 each year, and for newly registered brokerdealers, not later than
30 days after registration. Checks in payment of the assessment should be made out to SIPC and delivered
to SIPC at the following address:

805 15 th Street, N.W. STE 800

Washington DC, 20005-2215
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Annual Filing of Audited Financial Statements - Please refer to NYSE Amex Information Memo 10-43 for
guidance on Audited Financial Statements.

Extensions of Time

Members are expected to file all reports on a timely basis. Failure to file on a timely basis will subject a
member to disciplinary action, including, but not limited to, a fine in accordance with the Exchange's
minor rule violations plan, unless an extension has been granted (see below). FRD generally considers
a filing to be made on the date it is actually received by FRD. In the case of filings delivered through the
mail, however, FRD considers a filing to be made as of the date postmarked, in the case of the U.S. Postal
Service, or as of the business day immediately prior to FRD's receipt, in the case of commercial vendors,
such as Federal Express, UPS, or the like.

A filing extension may be obtained for good cause. 2   Extension requests must be made in writing
by the member or member firm (not the firm's accountant) and received by FRD before 5 p.m. on
the due date of the filing. Requests should include the reason for the extension, the number of days
requested, which should not exceed ten business days, and should state whether or not the member is
in compliance with all applicable SEC and Exchange financial responsibility rules. Please note that the
member's compliance status and history as well as any pattern of requests will be taken into consideration by
FRD in determining whether or not to approve any extension request.

Extension requests should be sent to FRD by e-mail addressed to carl.bayer@finra.org with a cc: to
robert.devine@finra.org or by facsimile at 646-315-8773. Requests may also be made by hand at FRD's
offices, 20 Broad Street, 22 nd Floor, NY, NY 10005.

Under exceptional circumstances, extension requests may also be made by telephone to Robert J. Devine,
Director, FRD (646-315-8765) or Carl Bayer, Associate Director, FRD (646-315-8764).

Questions concerning topics in this Notice should be directed to FRD staff or Robert J. Devine, Director,
FINRA Risk Oversight & Operational Regulation Financial Regulation Department, at 646-315-8765 or by e-
mail to robert.devine@finra.org.

____________________

NYSE Regulation, Inc.

Attachments

NYSE Amex SM

NYSE Amex, LLC

Financial Regulation Department

20 Broad Street, 22nd Floor

New Y ork, NY 10005

By Hand: 20 Broad Street, 22nd Floor

Tel: 646 315 8765

Fax: 646 315 8773

Attn: Robert J. Devine

ITSFEA Form 1

YEAR END: _______________________

Identification of Securities Accounts For
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(Name of Broker-Dealer)

Instructions

Please list each securities account in which each associated person of the above named: (1) has a direct
or indirect financial interest, or (2) makes investment decisions. Please provide this information for each
person who was associated with your firm at any time during the preceding year. In addition, if any associated
person, or other person in whose account an associated person has a direct or indirect financial interest
or over whose account an associated person makes investment decisions, is: (1) an officer or director of a
company whose shares are publicly traded, or (2) the owner of 10% or more of any class of equity security in
a company whose shares are publicly traded, that relationship and the name of the company should be noted
on the “corporate insider“ column of the schedule.

This form must be filed with the member's or member organization's year-end FOCUS Report (Form
X-17A-5).

Name of Associ-
ated Person

Responsibili-
ties at Firm

Account
Name

Account Num-
ber

Name of Bro-
ker Carrying
Account

Corporate In-
sider: yes/
no Company
Name

 

NYSE Amex SM

NYSE Amex, LLC

Financial Regulation Department

20 Broad Street, 22nd Floor

New York, NY 10005

By Hand: 20 Broad Street, 22nd Floor

Attn: Robert J. Devine

Tel: 646 315 8765

Fax: 646 315 8773

ITSFEA Form 2

YEAR END: ________________________

Certification of Compliance For

(Name of Broker-Dealer)

Instructions

This Form should be completed by the senior officer, partner or sole proprietor responsible for ensuring that
ITSFEA Compliance Procedures are followed. This certification must be filed with the member's or member
organization's year-end FOCUS Report (Form X-17A-5).

The undersigned states and certifies as follows:

The above named broker-dealer has established written procedures reasonably designed, taking into
consideration the nature of its business, to prevent the misuse of material non-public information by the
above named broker-dealer or by persons associated with it.
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“I, my designees or the senior supervisor(s) responsible for particular activities have reviewed the
above named broker-dealer's proprietary and/or error account(s) and the securities accounts of
persons associated with it as required by the firm's written procedures.

“Based upon my assessment of the adequacy of those procedures and of the diligence of persons
carrying out those procedures (except as to securities transactions involving the possible misuse of
non-public information which already have been reported to the Exchange), I have no reasonable
cause to believe that any person associated with this broker-dealer has misused material non-public
information.”

Print your name: ____________________

Title: ____________________

Signature: ____________________

Date: ____________________

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Those NYSE Amex members designated to FINRA or another SRO for financial responsibility purposes
may wish to consult such SRO on the applicable rules and requirements for submitting annual financial
statements to that organization.

2  The Exchange is not authorized to grant extensions to pay SIPC assessments.
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November 9, 2010

   TO: NYSE AMEX EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: REMINDER REGARDING APPLICABILITY OF DEPTH GUIDELINES AND PRICE
PARTICIPATION POINTS FOR NASDAQ SECURITIES

I. Background and Discussion

In July 2010, the Securities and Exchange Commission approved the rules permitting NYSE Amex LLC
(“Exchange” or “NYSE Amex”) to trade Nasdaq-listed securities on an Unlisted Trading Privileges basis

(“Nasdaq UTP”) as a pilot program. 1   The approval order included an 18-week “phase-in” period during
which Depth Guidelines and Price Participation Points (“PPPs”) for Nasdaq UTP symbols would not apply.
The phase-in period was implemented to allow the Exchange to collect and analyze trading data adequate to
calculate appropriate Depth Guidelines and PPP values.

The purpose of this Information Memo is to remind NYSE Amex equities members that the phase-in period
for Depth Guidelines and PPP values in Nasdaq UTP symbols is scheduled to end on November 12, 2010.
Accordingly, effective November 15, 2010, NYSE Amex Equities Rule 104(f) requires designated market
makers (“DMM”) to maintain a fair and orderly market as evidenced by appropriate continuity and reasonable
depth in a manner consistent with Exchange-published Depth Guidelines. In addition, effective November 15,
2010, the PPP re-entry obligations contained in NYSE Amex Equities Rule 104(g) also apply to DMM trading
in Nasdaq UTP symbols . The Exchange will deliver on a daily basis Depth Guidelines and PPPs for Nasdaq
UTP symbols in the same manner as it delivers such information for NYSE and NYSE Amexlisted securities .

Based on data collected during the phase-in period, the Depth Guidelines and PPPs for Nasdaq UTP
symbols will be derived using a formula that is substantially similar to that used for NYSE Amex-listed
securities.

II. Supervision

Members are reminded that pursuant to NYSE Amex Equities Rule 342, they must have adequate written
policies, procedures, and supervisory controls reasonably designed to detect and deter potential violations
of Exchange rules, including the obligation of maintaining a fair and orderly market. Failure to have adequate
written policies, procedures or supervisory controls in place may result in disciplinary action.

III. Staff Contact Information

Questions regarding this Information Memo should be directed to:

Clare Saperstein, Vice President, NYSE Regulation, Inc., 212.656.2355, or

David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166, or

John Saxton, Director, FINRA, 917.281.3114, or

Alex Aronov, Director, FINRA, 917.281.3051

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
Booth in the Garage.

___________________________
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NYSE Regulation, Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release No. 62479 (July 9, 2010)(order approving
SRNYSEAmex-2010-31).
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November 8, 2010

   TO: NYSE MEMBER ORGANIZATIONS

SUBJECT: “Fair Representation” Candidates Submitted by the Director Candidate Recommendation
Committee

To ensure the fair representation of the members of New York Stock Exchange LLC (the “Exchange”)
in connection with the business of the Exchange, at least 20% of the directors on the boards of the
Exchange and its two subsidiaries, NYSE Market and NYSE Regulation, must be directors who have
been recommended by the Director Candidate Recommendation Committee (“DCRC”) or who have been
nominated by petition of the NYSE members. The Exchange, NYSE Market and NYSE Regulation are
referred to as the “US exchange subsidiaries.”

This year, the DCRC submits the following candidates, all of whom are current directors on the boards
indicated below. The candidates' biographies are set out in Exhibit 1.

New York Stock Exchange LLC Board

James K. Rutledge

NYSE Regulation, Inc. Board

Stephen J. Friedman

Richard S. Pechter

NYSE Market, Inc. Board

Neil M. Catania

Under the organizational documents of the US exchange subsidiaries, NYSE members also have the right
to propose qualified “fair representation” candidates by petition. The petition process is set forth in Exhibit 2.
All petitions must be received no later than 5 p.m. on November 22, 2010. In the event that one or more
candidates are proposed by petition and found to be qualified, an election (lasting 20 calendar days in the
case of NYSE Market and NYSE Regulation and 20 business days in the case of the Exchange) will be held
for NYSE members to determine the final slate of candidates to be appointed to each of the Boards.

As required by the organizational documents of the US exchange subsidiaries, “fair representation”
candidates must be determined to be eligible for service by the Nominating and Governance Committees of
NYSE Euronext and NYSE Regulation, as applicable, prior to appointment to the Boards. In essence, “fair
representation” candidates must not be subject to any US or European statutory disqualification (as defined
in the Certificate of Incorporation of NYSE Euronext), and other than the “fair representation” candidates of
NYSE Market, must meet the requirements set out in the NYSE Euronext Director Independence Policy. The
Certificate of Incorporation and Director Independence Policy are available on our website under “Investor
Relations.” You may also contact Janet McGinness in the Office of the Secretary at (212) 656-2039 to request
copies.

Please direct any questions you have regarding this process to Janet McGinness, SVPLegal and Corporate
Secretary, Office of Legal and Government Affairs, at (212) 656-2039 / jmcginness@nyx.com

Attachments:

Exhibit 1: Biographies of DCRC Candidates

Exhibit 2: Petition Process
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Exhibit 3: DCRC Membership

Director Recommendation Form

Your Name: _____________________________________________

Phone #: _____________________________________________

Firm or Affiliation: _____________________________________________

Nominee:

Name: _____________________________________________

Firm or Affiliation: _____________________________________________

Phone: _____________________________________________

Attached are:

(1) a proper petition signed on behalf of eligible NYSE Members; and
(2) a copy of a NYSE Questionnaire completed and signed by the recommended director candidate

(available from Janet McGinness, contact information set forth on the previous page).

Please return this form, with petition and completed questionnaire to: Janet McGinness, SVPLegal and
Corporate Secretary, Office of Legal and Government Affairs, 20 Broad Street, no later than 5:00 p.m.,
New York time, on November 22, 2010. Applications will be accepted by hand delivery, mail, courier, email
(jmcginness@nyx.com) or fax (212-656-8101) but must be received no later than 5:00 p.m., New York time,
on November 22, 2010.

.

___________________________

NYSE Regulation, Inc.

Attachments

EXHIBIT 1

BIOGRAPHICAL SKETCHES - DCRC CANDIDATES

NYSE LLC Board

James K. Rutledge is currently a member of the board of directors of the New York Stock Exchange, LLC,
a wholly owned subsidiary of the public company NYSE Euronext. Prior to the merger of the NYSE and
Euronext Mr. Rutledge was a trading floor member of the predecessor New York Stock Exchange, Inc.
for over thirty five years. Concurrently, he serves on the board of directors of the National Organization of
Investment Professionals (NOIP) and is a managing partner of The Rutledge Group, LLC, a New York based
private investment and advisory partnership and a previous director of Empyrian Capital Management Inc. in
Canada.

Over his long association with the NYSE, Mr. Rutledge served as a senior officer and trading floor
representative of several U.S. based member firms. Additionally, he was an officer of the British investment
bank S.G. Warburg, where he was a member of the risk management team and responsible for all exchange
related operations in the US and Canada.

In 1994 he founded Rutledge Securities Group, Inc., purchasing memberships on the NYSE, Boston Stock
Exchange, New York Board of Trade, Dublin Exchange vis a vie purchase of CFTC/FSA approved FINEX
European license. Rutledge Securities was one of the early member firms offering institutional clients (US
and international), direct access to the NYSE trading floor. Mr. Rutledge has held positions as a Floor Official
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on the NYSE trading floor and served on numerous exchange committees and membership organizations,
including co-president of the Organization of Independent Floor Brokers (OIFB) and director of the Alliance of
Floor Brokers (AFB). Rutledge Securities was sold in 2005.

Mr. Rutledge has appeared before the U.S. Securities and Exchange Commission as an expert witness
and has appeared before the New York State Supreme court on NYSE related matters. He was a member
of the market structure committee charged with the evaluation and redesign of securities trading prior to
the Amsterdam Stock Exchange's combination with Euronext. Mr. Rutledge was a Managing Director of
Computer Tools & Services, C.V., a Netherlands based securities trade routing service employing satellite
connectivity between Europe & US markets. Mr. Rutledge is listed in the professional's directory of the
International Who's Who, elected in 1995. He participates in projects within The US/India Business Council,
The Business Council for Understanding (BCIU) and The Securities Traders Association (STA).

Mr. Rutledge was a founder and member of the board of trustees of “FACES” (Finding A Cure for Epilepsy &
Seizures), linked to the Department of Neurological Sciences at New York University's Medical Center.

Mr. Rutledge attended New York University's School of Professional studies (Corporate Governance &
Business Ethics) and the New York Institute of Finance.

NYSE Regulation Board

Stephen J. Friedman became president of Pace University in June 2007, having served as Dean of its
School of Law from 2004 to 2007. Previously, he was a senior partner at Debevoise & Plimpton LLP,
where he had served as co-chairman of the firm's corporate department. Before he rejoined Debevoise
in September 1993, Mr. Friedman was executive vice president and general counsel of The Equitable
Companies Incorporated and its subsidiary, The Equitable Life Assurance Society of the United States.
Before joining Equitable, Mr. Friedman was executive vice president and general counsel of the E.F. Hutton
Group Inc., and a partner at Debevoise.

Mr. Friedman also has served as a commissioner of the Securities and Exchange Commission, deputy
assistant secretary of the Treasury for Capital Markets Policy, special assistant to the U.S. Maritime
Administrator, and law clerk to Justice William J. Brennan Jr. of the United States Supreme Court.

He serves as a trustee of the Beacon Institute and of the Asian University for Women Support Foundation,
and as a member of the Council on Foreign Relations. Mr. Friedman is chairman emeritus of American Ballet
Theatre, and has served as chairman of the Overseas Development Council, chairman of the Securities
Regulation Committee of the Association of the Bar of the City of New York, president and chair of the
Executive Committee of the Practicing Law Institute, and a member of the ABA Special Committee on
Lawyers' Political Contributions. He has served as a board member of CCL Industries Inc., Donaldson,
Lufkin & Jenrette, ConRail, The National Association of Securities Dealers, and the Chicago Board Options
Exchange.

Mr. Friedman received his AB from the Woodrow Wilson School of Public and International Affairs at
Princeton University, and his JD from Harvard Law School, where he was an editor of the Harvard Law
Review and a recipient of the Sears Prize.

Richard S. Pechter is former chairman of Donaldson, Lufkin, & Jenrette's (“DLJ”) financial services group,
former chairman of DLJ Direct, the online brokerage firm and a former member of the board of DLJ. In 2006,
Mr. Pechter retired after 5 years as a public high school and community college teacher in Jersey City, New
Jersey. Prior to becoming an educator, Mr. Pechter had spent 30 years with DLJ during which he held the
positions of treasurer, chief financial officer, chief administrative office and chief executive of Pershing.

Mr. Pechter is a director of Teach For America, Kids Corporation, The JED Foundation, The Pechter
Foundation and JDS Pharmaceuticals. While at DLJ, Mr. Pechter was a director of The Depository Trust
Company, National Securities Clearing Corporation, and the Securities Industry Association where he was
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vice chairman. Mr. Pechter holds an MBA from Harvard Business School and a BS in Mathematics from Yale
University.

NYSE Market Board

Neil M. Catania has been an Exchange member and Floor broker since 1989. He is currently CEO of
MND Partners Inc., a firm he founded in 2004. Mr. Catania began his career on the NYSE Trading Floor by
working as a summer squad in 1981. He worked for Salomon Brothers from 1983 to 1995 as a floor clerk
and Exchange member. Mr. Catania was a Managing Director in charge of Floor Operations for NatWest
Securities from 1995 to 1998, and from 1998 until 2004 he was a partner with Robbins & Henderson LLC.

Mr. Catania is a member of the Exchange's Floor Facilities Subcommittee and a past member of the New
Member Orientation Subcommittee. He is also a director of the Alliance of Floor Brokers. He served as a
Floor Official from 1997 to 2003, and Senior Floor Official from 2003 until June of 2007 when was appointed
Floor Governor.

EXHIBIT 2

Petition Process

Following the announcement of individuals put forward by the DCRC to be “fair representation” candidates
and subject to the limitations described below, NYSE members (or NYSE Amex members, as appropriate)
shall have two weeks within which to submit additional candidates by petition. A person shall be a petition
candidate if a proper petition is completed and endorsed by a number of votes equal to at least ten percent
(10%) of the votes eligible to be cast for such candidate as described below. For purposes of determining
whether a person has been endorsed by the requisite ten percent (10%) of votes to be a petition candidate,
the votes eligible to be cast shall be as follows:

• for purposes of a candidate for the New York Stock Exchange LLC board of directors, the NYSE
Regulation board of directors or the NYSE Amex LLC Board of Directors, each member in good
standing shall be entitled to one vote for each trading license owned by it, and each member in
good standing that does not own a trading license shall be entitled to one vote;

• for purposes of a candidate for the NYSE Market board of directors, each member in good standing
shall be entitled to one vote for each trading license owned by it (and members that do not own a
trading license shall not be entitled to vote);

provided, however, that, in each case, no member, either alone or together with its affiliates (as defined under
Rule 12b-2 under the Exchange Act), may account for more than fifty percent (50%) of the votes endorsing a
particular petition candidate, and any votes cast by such member, either alone or together with its affiliates, in
excess of such fifty percent (50%) limitation shall be disregarded.

Each petition must include for each potential “fair representation” candidates a completed questionnaire
used to gather information concerning non-affiliated director candidates for the relevant entity (the form of
questionnaire will be provided upon the request of any member). The nominating and governance committee
of the NYSE Euronext board of directors (with respect to candidates for New York Stock Exchange LLC,
NYSE Market and NYSE Amex LLC), and the nominating and governance committee of the NYSE Regulation
board of directors (with respect to NYSE Regulation) will determine whether the persons proposed by petition
are eligible for election to the position for which they are to be nominated, and such determinations will be
final and conclusive. Those to be nominated for the New York Stock Exchange LLC, NYSE Amex LLC or
NYSE Regulation board of directors must qualify as independent under the independence policy of the NYSE
Euronext board of directors. Those to be nominated for a position on the NYSE Market board do not need to
qualify as independent under the independence policy of the NYSE Euronext. All nominees must be free of
any statutory disqualification (as defined in Section 3(a)(39) of the Exchange Act).
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If the sum of the number of candidates recommended by the DCRC and the number of petition candidates
exceeds the number of available “fair representation” candidates positions for New York Stock Exchange
LLC, NYSE Market, NYSE Amex LLC or NYSE Regulation, as applicable, all such candidates shall be
submitted to the members for a vote. The candidates receiving the highest number of votes for the available
“fair representation” candidates positions shall be the “fair representation” candidates recommended to the
Nominating and Governance Committee of the board of directors of NYSE Euronext or NYSE Regulation, as
applicable. The members will be afforded a confidential voting procedure and will be given no less than 20
calendar days (business days in the case of NYSE Amex LLC and New York Stock Exchange LLC) to submit
their votes. For purposes of determining which candidate received the highest number of votes and therefore
should be the “fair representation” candidates recommended to the applicable nominating and governance
committee, the votes eligible to be cast shall be as follows:

• for purposes of a candidate for the New York Stock Exchange LLC board of directors, NYSE
Amex LLC board of directors or the NYSE Regulation board of directors, each member in good
standing shall be entitled to one vote for each trading license owned by it, and each member in
good standing that does not own a trading license shall be entitled to one vote;

• for purposes of a candidate for the NYSE Market board of directors, each member in good standing
shall be entitled to one vote for each trading license owned by it (and members that do not own a
trading license shall not be entitled to vote);

provided, however, that, in each case, no member, either alone or together with its affiliates, may account for
more than twenty percent (20%) of the votes endorsing a particular petition candidate, and any votes cast
by such member, either alone or together with its affiliates, in excess of such twenty percent (20%) limitation
shall be disregarded.

EXHIBIT 1

BIOGRAPHICAL SKETCHES - DCRC CANDIDATES

NYSE LLC Board

James K. Rutledge is currently a member of the board of directors of the New York Stock Exchange, LLC,
a wholly owned subsidiary of the public company NYSE Euronext. Prior to the merger of the NYSE and
Euronext Mr. Rutledge was a trading floor member of the predecessor New York Stock Exchange, Inc.
for over thirty five years. Concurrently, he serves on the board of directors of the National Organization of
Investment Professionals (NOIP) and is a managing partner of The Rutledge Group, LLC, a New York based
private investment and advisory partnership and a previous director of Empyrian Capital Management Inc. in
Canada.

Over his long association with the NYSE, Mr. Rutledge served as a senior officer and trading floor
representative of several U.S. based member firms. Additionally, he was an officer of the British investment
bank S.G. Warburg, where he was a member of the risk management team and responsible for all exchange
related operations in the US and Canada.

In 1994 he founded Rutledge Securities Group, Inc., purchasing memberships on the NYSE, Boston Stock
Exchange, New York Board of Trade, Dublin Exchange vis a vie purchase of CFTC/FSA approved FINEX
European license. Rutledge Securities was one of the early member firms offering institutional clients (US
and international), direct access to the NYSE trading floor. Mr. Rutledge has held positions as a Floor Official
on the NYSE trading floor and served on numerous exchange committees and membership organizations,
including co-president of the Organization of Independent Floor Brokers (OIFB) and director of the Alliance of
Floor Brokers (AFB). Rutledge Securities was sold in 2005.

Mr. Rutledge has appeared before the U.S. Securities and Exchange Commission as an expert witness
and has appeared before the New York State Supreme court on NYSE related matters. He was a member
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of the market structure committee charged with the evaluation and redesign of securities trading prior to
the Amsterdam Stock Exchange's combination with Euronext. Mr. Rutledge was a Managing Director of
Computer Tools & Services, C.V., a Netherlands based securities trade routing service employing satellite
connectivity between Europe & US markets. Mr. Rutledge is listed in the professional's directory of the
International Who's Who, elected in 1995. He participates in projects within The US/India Business Council,
The Business Council for Understanding (BCIU) and The Securities Traders Association (STA).

Mr. Rutledge was a founder and member of the board of trustees of “FACES” (Finding A Cure for Epilepsy &
Seizures), linked to the Department of Neurological Sciences at New York University's Medical Center.

Mr. Rutledge attended New York University's School of Professional studies (Corporate Governance &
Business Ethics) and the New York Institute of Finance.

NYSE Regulation Board

Stephen J. Friedman became president of Pace University in June 2007, having served as Dean of its
School of Law from 2004 to 2007. Previously, he was a senior partner at Debevoise & Plimpton LLP,
where he had served as co-chairman of the firm's corporate department. Before he rejoined Debevoise
in September 1993, Mr. Friedman was executive vice president and general counsel of The Equitable
Companies Incorporated and its subsidiary, The Equitable Life Assurance Society of the United States.
Before joining Equitable, Mr. Friedman was executive vice president and general counsel of the E.F. Hutton
Group Inc., and a partner at Debevoise.

Mr. Friedman also has served as a commissioner of the Securities and Exchange Commission, deputy
assistant secretary of the Treasury for Capital Markets Policy, special assistant to the U.S. Maritime
Administrator, and law clerk to Justice William J. Brennan Jr. of the United States Supreme Court.

He serves as a trustee of the Beacon Institute and of the Asian University for Women Support Foundation,
and as a member of the Council on Foreign Relations. Mr. Friedman is chairman emeritus of American Ballet
Theatre, and has served as chairman of the Overseas Development Council, chairman of the Securities
Regulation Committee of the Association of the Bar of the City of New York, president and chair of the
Executive Committee of the Practicing Law Institute, and a member of the ABA Special Committee on
Lawyers' Political Contributions. He has served as a board member of CCL Industries Inc., Donaldson,
Lufkin & Jenrette, ConRail, The National Association of Securities Dealers, and the Chicago Board Options
Exchange.

Mr. Friedman received his AB from the Woodrow Wilson School of Public and International Affairs at
Princeton University, and his JD from Harvard Law School, where he was an editor of the Harvard Law
Review and a recipient of the Sears Prize.

Richard S. Pechter is former chairman of Donaldson, Lufkin, & Jenrette's (“DLJ”) financial services group,
former chairman of DLJ Direct, the online brokerage firm and a former member of the board of DLJ. In 2006,
Mr. Pechter retired after 5 years as a public high school and community college teacher in Jersey City, New
Jersey. Prior to becoming an educator, Mr. Pechter had spent 30 years with DLJ during which he held the
positions of treasurer, chief financial officer, chief administrative office and chief executive of Pershing.

Mr. Pechter is a director of Teach For America, Kids Corporation, The JED Foundation, The Pechter
Foundation and JDS Pharmaceuticals. While at DLJ, Mr. Pechter was a director of The Depository Trust
Company, National Securities Clearing Corporation, and the Securities Industry Association where he was
vice chairman. Mr. Pechter holds an MBA from Harvard Business School and a BS in Mathematics from Yale
University.

NYSE Market Board

Neil M. Catania has been an Exchange member and Floor broker since 1989. He is currently CEO of
MND Partners Inc., a firm he founded in 2004. Mr. Catania began his career on the NYSE Trading Floor by
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working as a summer squad in 1981. He worked for Salomon Brothers from 1983 to 1995 as a floor clerk
and Exchange member. Mr. Catania was a Managing Director in charge of Floor Operations for NatWest
Securities from 1995 to 1998, and from 1998 until 2004 he was a partner with Robbins & Henderson LLC.

Mr. Catania is a member of the Exchange's Floor Facilities Subcommittee and a past member of the New
Member Orientation Subcommittee. He is also a director of the Alliance of Floor Brokers. He served as a
Floor Official from 1997 to 2003, and Senior Floor Official from 2003 until June of 2007 when was appointed
Floor Governor.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 10-44

Click to open document in a browser

November 4, 2010

   TO: NYSE AMEX MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: “Fair Representation” Candidates Submitted by the Director Candidate Recommendation
Committee

To ensure the fair representation of the members of NYSE Amex LLC (the “Exchange”) in connection with
the business of the Exchange, at least 20% of the directors on the boards of the Exchange must be directors
who have been recommended by the Director Candidate Recommendation Committee (“DCRC”) or who have
been nominated by petition of the NYSE Amex members.

This year, the DCRC submits Andrew McLeod as a candidate to the board of the Exchange. The candidate's
biography is set out in Exhibit 1.

Under the organizational documents of NYSE Amex, NYSE Amex members also have the right to propose
qualified “fair representation” candidates by petition. The petition process is set forth in Exhibit 2. All
petitions must be received no later than 5 p.m. on November 18, 2010. In the event that one or more
candidates are proposed by petition and found to be qualified, an election (lasting 20 business days) will be
held for NYSE Amex members to determine the final slate of candidates to be appointed to the Board.

As required by the organizational documents of NYSE Amex, “fair representation” candidates must be
determined to be eligible for service by the Nominating and Governance Committee of NYSE Euronext, prior
to appointment to the Board. In essence, “fair representation” candidates must not be subject to any US or
European statutory disqualification (as defined in the Certificate of Incorporation of NYSE Euronext), and
must meet the requirements set out in the NYSE Euronext Director Independence Policy. The Certificate of
Incorporation and Director Independence Policy are available on our website under “Investor Relations.” You
may also contact Janet McGinness in the Office of the Secretary at (212) 656-2039 to request copies.

Please direct any questions you have regarding this process to Janet McGinness, SVPLegal and Corporate
Secretary, Office of Legal and Government Affairs, at (212) 656-2039 / jmcginness@nyx.com

Attachments:

Exhibit 1: Biography of DCRC Candidate

Exhibit 2: Petition Process

Exhibit 3: DCRC Membership

Director Recommendation Form

Your Name: _____________________________________________

Phone #: _____________________________________________

Firm or Affiliation: _____________________________________________

Nominee:

Name: _____________________________________________

Firm or Affiliation: _____________________________________________

Phone: _____________________________________________

Attached are:
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(1) a proper petition signed on behalf of eligible NYSE Amex Members; and
(2) a copy of a Questionnaire completed and signed by the recommended director candidate (available

from Janet McGinness, contact information set forth on the previous page).

Please return this form, with petition and completed questionnaire to: Janet McGinness, SVPLegal and
Corporate Secretary, Office of Legal and Government Affairs, 20 Broad Street, no later than 5:00 p.m.,
New York time, on November 18, 2010. Applications will be accepted by hand delivery, mail, courier, email
(jmcginness@nyx.com) or fax (212-656-8101) but must be received no later than 5:00 p.m., New York time,
on November 18, 2010.

___________________________

Legal & Government Affairs

Attachments

EXHIBIT 1

BIOGRAPHY - DCRC CANDIDATE

Andrew McLeod

Andrew McLeod is an executive director at Morgan Stanley. He is an option product manager for Morgan
Stanley Electronic Trading (MSET) and is responsible for routing, execution and monetization of order
flow and management of PFOF. Prior to Morgan Stanley he worked at Equitec Group, Citigroup, Knight
Capital Group and other institutions and was also an independent market maker on the CBOE. Mr. McLeod
graduated from Boston University's School of Management and has served on several Exchange advisory
committees including CBOE, ISE, NYSE Arca and NYSE Amex; he is also a SIFMA Equity Option Committee
Member.

EXHIBIT 2

Petition Process

Following the announcement of individuals put forward by the DCRC to be “fair representation” candidates
and subject to the limitations described below, NYSE members (or NYSE Amex members, as appropriate)
shall have two weeks within which to submit additional candidates by petition. A person shall be a petition
candidate if a proper petition is completed and endorsed by a number of votes equal to at least ten percent
(10%) of the votes eligible to be cast for such candidate as described below. For purposes of determining
whether a person has been endorsed by the requisite ten percent (10%) of votes to be a petition candidate,
the votes eligible to be cast shall be as follows:

• for purposes of a candidate for the New York Stock Exchange LLC board of directors, the NYSE
Regulation board of directors or the NYSE Amex LLC Board of Directors, each member in good
standing shall be entitled to one vote for each trading license owned by it, and each member in
good standing that does not own a trading license shall be entitled to one vote;

• for purposes of a candidate for the NYSE Market board of directors, each member in good standing
shall be entitled to one vote for each trading license owned by it (and members that do not own a
trading license shall not be entitled to vote);

provided, however, that, in each case, no member, either alone or together with its affiliates (as defined under
Rule 12b-2 under the Exchange Act), may account for more than fifty percent (50%) of the votes endorsing a
particular petition candidate, and any votes cast by such member, either alone or together with its affiliates, in
excess of such fifty percent (50%) limitation shall be disregarded.

Each petition must include for each potential “fair representation” candidates a completed questionnaire
used to gather information concerning non-affiliated director candidates for the relevant entity (the form of
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questionnaire will be provided upon the request of any member). The nominating and governance committee
of the NYSE Euronext board of directors (with respect to candidates for New York Stock Exchange LLC,
NYSE Market and NYSE Amex LLC), and the nominating and governance committee of the NYSE Regulation
board of directors (with respect to NYSE Regulation) will determine whether the persons proposed by petition
are eligible for election to the position for which they are to be nominated, and such determinations will be
final and conclusive. Those to be nominated for the New York Stock Exchange LLC, NYSE Amex LLC or
NYSE Regulation board of directors must qualify as independent under the independence policy of the NYSE
Euronext board of directors. Those to be nominated for a position on the NYSE Market board do not need to
qualify as independent under the independence policy of the NYSE Euronext. All nominees must be free of
any statutory disqualification (as defined in Section 3(a)(39) of the Exchange Act).

If the sum of the number of candidates recommended by the DCRC and the number of petition candidates
exceeds the number of available “fair representation” candidates positions for New York Stock Exchange
LLC, NYSE Market, NYSE Amex LLC or NYSE Regulation, as applicable, all such candidates shall be
submitted to the members for a vote. The candidates receiving the highest number of votes for the available
“fair representation” candidates positions shall be the “fair representation” candidates recommended to the
Nominating and Governance Committee of the board of directors of NYSE Euronext or NYSE Regulation, as
applicable. The members will be afforded a confidential voting procedure and will be given no less than 20
calendar days (business days in the case of NYSE Amex LLC and New York Stock Exchange LLC) to submit
their votes. For purposes of determining which candidate received the highest number of votes and therefore
should be the “fair representation” candidates recommended to the applicable nominating and governance
committee, the votes eligible to be cast shall be as follows:

• for purposes of a candidate for the New York Stock Exchange LLC board of directors, NYSE
Amex LLC board of directors or the NYSE Regulation board of directors, each member in good
standing shall be entitled to one vote for each trading license owned by it, and each member in
good standing that does not own a trading license shall be entitled to one vote;

• for purposes of a candidate for the NYSE Market board of directors, each member in good standing
shall be entitled to one vote for each trading license owned by it (and members that do not own a
trading license shall not be entitled to vote);

provided, however, that, in each case, no member, either alone or together with its affiliates, may account for
more than twenty percent (20%) of the votes endorsing a particular petition candidate, and any votes cast
by such member, either alone or together with its affiliates, in excess of such twenty percent (20%) limitation
shall be disregarded.

EXHIBIT 3

Director Candidate Recommendation Committee

Richard A. Rosenblatt (Committee Chairman)

CEO

Rosenblatt Securities Inc.

Charles Dolan

CEO

Kellogg Specialist Group, L.L.C.

Glen Sulam

Managing Director

UBS Securities LLC

Robert Brennan
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Managing Director

Morgan Stanley & Co. Incorporated

James O'Donnell

Managing Director

Citi Markets

Jeffrey Reymann

Managing Director

Banc of America Specialist, Inc.

Henry Mulholland

Managing Director

Merrill Lynch & Co., Inc.

Daniel W. Tandy

Senior Managing Director

Prime Executions, Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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November 3, 2010

   TO: NYSE AMEX MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ANNUAL FILING OF AUDITED FINANCIAL STATEMENTS PURSUANT TO SECURITIES
EXCHANGE ACT RULE 17a-5

Purpose

NYSE Amex, LLC (“NYSE Amex”) is issuing this notice to remind members designated to NYSE Amex

for financial responsibility purposes 1   of the annual audited financial statements requirement (“Filing

Requirement”) of Securities Exchange Act Rule 17a-5(d). 2   This Filing Requirement does not apply to:

• A broker or dealer which is a member of a national securities exchange and has transacted a
business in securities solely with or for other members of a national securities exchange; and

• has not carried any margin account, credit balance or security for any person who is defined as a
“customer” in paragraph (c)(4) of Rule 17a-5.

Members who satisfy both these conditions may, nevertheless, be subject to the Filing Requirement if they

engage in off-floor transactions that are not directly related to their primary on-floor business. 3 

Please Note: If you are subject to the Filing Requirement on or before December 1, 2010, you will need
to engage an independent public accountant to conduct your annual audit for the following year, and file
a statement with the Securities and Exchange Commission (“SEC”) by December 10, 2010 indicating the
existence of the agreement with such accountant.

An overview of the Filing Requirement is described below.

Subpart (d)(i) of Rule 17a-5(d) sets forth the general requirement that every broker or dealer file annually,
on a calendar or fiscal year basis, a report which shall be audited by an independent public accountant
registered with the Public Company Accounting Oversight Board (PCAOB).

Designation of Accountant - Rule 17a-5(f)(2) Notice

Every broker or dealer required to file an annual audit report is also required to file, no later than December
10 of each year, a statement that indicates the existence of an agreement dated no later than December
1, with an independent public accountant covering a contractual commitment to conduct the broker's or
dealer's annual audit during the following calendar year. The statement should be filed with the Securities and
Exchange Commission (“SEC”) in Washington, DC, the regional or district office of the SEC for the region or
district where the broker or dealer has its principal place of business and the principal office of the designated
examining authority for such broker or dealer.

The agreement may be of a continuing nature, providing for successive yearly audits, in which case no further
filing is required. If the agreement is for a single audit, or if the continuing agreement previously filed has been
terminated or amended, a new statement must be filed each year by the required date.

The statement shall be headed Notice pursuant to Rule 17a-5(f)(2) and shall contain the following
information:

• Name, address, telephone number and registration number of the broker or dealer;
• Name, address and telephone number of the accounting firm; and
• The audit date of the broker or dealer for the year covered by the agreement.
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SIPC Supplemental Report Requirement

Pursuant to SEC Rule 17a-5(e)(4), a SIPC member broker-dealer which has total revenue of more than
$500,000 must prepare a SIPC Supplemental Report along with the firm's certified Annual Audit Report.

Filing Due Date for Annual Audit Report

The annual audit report must be filed not more than 60 calendar days after the date of the financial
statements. For members reporting on a calendar year basis the next filing due date will be March 1, 2011.

The annual audit report must be filed at the regional or district office of the SEC for the region or district in
which the broker or dealer has its principal place of business, the SEC's principal office in Washington, D.C.
and the principal office of the designated examining authority for the broker or dealer. Copies thereof are also
to be provided to all self-regulatory organizations of which the broker or dealer is a member.

Audit Extension Requests

Member firms designated to NYSE Amex for financial responsibility purposes that need to request an
extension of time for filing of the annual audit report should make a written request to the Financial Regulation
Department. The request should be signed by the Chief Financial Officer, Chief Executive Officer or
Managing Partner of the member firm. The extension request should be made at least 10 business days prior
to the audit due date and provide the following information:

• the amount of time requested on the extension;
• the specific reason(s) the extension is being requested; and
• a letter from the member firm's outside independent auditor in which the auditor states whether

or not the member is in compliance with SEC Rule 15c3-1, whether an unqualified opinion is
expected to be issued and whether or not there are material inadequacies and/or books and records
deficiencies.

This information will be taken into consideration in determining whether it is appropriate to grant an extension.

Staff Contact Information

Any questions concerning this Notice may be directed to Robert J. Devine at 646-315-8765 or Carl Bayer at
646-315-8764 of FINRA's Risk Oversight & Operational Regulation, Financial Regulation Department.

___________________________

NYSE Regulation, Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Those NYSE Amex members designated to FINRA or another SRO for financial responsibility purposes
may wish to consult such SRO on the applicable rules and requirements for submitting annual audited
financial statements to the organization.

2  This SEC rule can be found on the web at http://www.law.uc.edu/CCL/34ActRls/rule17a-5.html.
3  Floor members that engage in more than an occasional off-floor transaction that are not directly related

to their primary on-floor business (i.e., more than ten such transactions in any calendar year) must
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comply with the annual Filing Requirement, unless such members limit their off-floor transactions that
are not directly related to their primary on-floor business to 25% of their total transactions.
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September 30, 2010

  
NYSE Regulation, Inc.

20 Broad Street

New York, NY 10005

nyse.com
 NYSE Regulation

TO: ALL NYSE AND NYSE AMEX EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: New Rule 80B Circuit Breaker Levels for Fourth Quarter 2010

EFFECTIVE October 1, 2010 to December 31, 2010

Rule 80B trading halts will be triggered when the Dow Jones Industrial Average (“DJIA”) declines below its
closing value on the previous trading day by:

1,050 points (Level 1)

2,100 points (Level 2)

3,150 points (Level 3)

NYSE and NYSE Amex Equities Rule 80B

Whenever a Rule 80B circuit breaker is in effect, trading in all stocks on NYSE and NYSE Amex Equities will
halt for the time periods specified below.

Level 1 Halt

• anytime before 2:00 p.m. - one hour;
• 2:00 p.m. to 2:30 p.m. - 30 minutes;
• at or after 2:30 p.m. - trading shall continue, unless there is a Level 2 Halt.

Level 2 Halt

• anytime before 1:00 p.m. - two hours;
• 1:00 p.m. to 2:00 p.m. - one hour;
• at or after 2:00 p.m. - trading shall halt and not resume for the rest of the day.

Level 3 Halt

• at any time - trading shall halt and not resume for the rest of the day.

A complete discussion of the calculation of trigger values for Rule 80B was published in NYSE Information
Memo No. 98-15, dated April 13, 1998.
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Questions concerning this Information Memo should be directed to Patricia Bergholc, FINRA Market
Regulation, at (212) 656-4948, or David De Gregorio, NYSE Regulation, at (212) 656-4166.

___________________________

NYSE Regulation, Inc.

Attachments

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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September 30, 2010

   TO: ALL NYSE AND NYSE AMEX MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO RULE 107B: QUOTING AND VOLUME REQUIREMENTS

I. Purpose

The purpose of this Information Memo is to inform New York Stock Exchange LLC (“NYSE”) and NYSE
Amex LLC (“NYSE Amex”) member organizations of recent amendments to NYSE and NYSE Amex Equities
Rule 107B (Supplemental Liquidity Providers) (“SLP”). The amendments to both versions of Rule 107B are
effective October 1, 2010.

As described below, NYSE and NYSE Amex Equities Rules 107B have been amended to (1) modify the
quoting requirement applicable to SLPs (10% for NYSE and 5% for NYSE Amex); (2) add, for NYSE SLPs
only, a requirement that the SLP provide average daily volume (“ADV”) of more than 10 million shares for
all assigned SLP securities on a monthly basis; (3) clarify which mnemonics may be used for SLP trading
activity; and (4) revise the non-regulatory penalties associated with the SLP program to align them with the
new quoting and volume requirements.

II. Description of Changes to NYSE Rule 107B

1. Modification of SLP Quoting Requirements

NYSE Rule 107B(a) requires that SLPs maintain a bid or an offer at the National Best Bid (NBB) or National
Best Offer (NBO) (i.e., the “inside”) averaging at least 5% of the trading day for each assigned security. NYSE
Rule 107B has been amended to increase this quoting requirement to require SLPs to maintain a bid or offer
at the inside an average of at least 10% of the trading day in each assigned SLP security.

2. SLP Monthly Volume Requirement

NYSE Rule 107B(a) has been amended to require SLPs to provide an ADV of more than 10 million shares
for all assigned SLP securities on a monthly basis. This is an aggregated amount of shares for all assigned
securities of an SLP. NYSE Rule 107B's volume requirement will be calculated by aggregating all liquidity
an SLP provides in all of its assigned SLP securities each month and calculating the ADV by dividing the
total aggregated providing volume by the number of trading days in the applicable month. Days on which the
NYSE trading session ends early (i.e., prior to 4 p.m.) will not be included in the applicable month's ADV.

3. Modifications of SLP Non-Regulatory Penalties

NYSE Rule 107B imposes certain non-regulatory penalties if an SLP fails to meet the quoting requirements.
These non-regulatory penalties have been aligned with the new quoting and volume requirements for SLPs.
The amendments eliminate the ability of an SLP to earn a rebate if it maintains a quote in assigned SLP
securities at the NBB or NBO at least 3%, up to, but not including 5% of the time. Instead, to align the rebate
with the new 10% quoting requirement set forth in NYSE Rule 107B(a), an SLP would not be able to earn a
rebate unless it maintained a quote at the NBB or NBO an average of 10% of the trading day.

In addition, under the new rule, to be eligible for a financial rebate for an SLP security for which the SLP
has met the 10% quoting requirement, the SLP would first need to meet the minimum 10 million share
ADV requirement for all assigned securities. If the SLP fails to meet the volume requirement, it would not
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be eligible for any rebates, notwithstanding that it may have met the quoting requirement for one or more
assigned SLP securities. If the SLP meets the volume requirement for all assigned securities, but does not
meet the 10% quoting requirement in any securities, the SLP would not receive any financial rebates.

4. Amendments to SLP Operational Pre-Qualifications

NYSE Rule 107B requires member organizations to meet several qualifications prior to approval of their
SLP application. In particular, NSYE Rule 107B(c)(1) requires that an SLP use a unique mnemonic for its
SLP business, which enables the NYSE to identify SLP transactions for billing and regulatory purposes. This
requirement has been amended to clarify that member organizations must identify mnemonics that identify
the SLP trading activity in assigned SLP securities and that such identified mnemonics may not be used
for trading activity in assigned SLP securities that is not SLP trading activity. An SLP may, however, use
mnemonics utilized for SLP trading for trading activity in securities that are not assigned to the SLP. Failure to
properly identify mnemonics the member organization intends to use for SLP activity will result in that firm not
receiving credit for the associated SLP trading.

5. Ability of DMM Firm to Act as SLP in DMM Registered Securities

NYSE Rule 107B(g)(2)(A) has been amended to clarify that a DMM unit shall not also act as an SLP in the
same securities in which it is registered as a DMM. Under the revised rule, different aggregation units within
the same member organization that operates a DMM unit can act as an SLP in the same securities in which
the DMM unit is registered.

III. Description of Changes to NYSE Amex Rule 107B

1. Modification of SLP Quoting Requirements and Related Non-Regulatory Penalties

NYSE Amex Rule 107B(a) requires that SLPs maintain a bid or an offer at the NBB or NBO averaging at least
5% of the trading day for each assigned security. NYSE Amex Rule 107B(i) has been amended to eliminate
the ability of an SLP to earn a rebate if it maintains a quote in assigned SLP securities at the NBB or NBO at
least 3%, up to, but not including 5% of the time. To align the rebate with the existing 5% quoting requirement
set forth in NYSE Amex Rule 107B(a), an SLP would not be able to earn a rebate unless it maintained a
quote at the NBB or NBO an average of 5% of the trading day.

2. Amendments to SLP Operational Pre-Qualifications

NYSE Amex Rule 107B(c)(1) provides that Amex SLPs use a unique mnemonic for SLP business, which
enables NYSE Amex to identify SLP transactions for billing and regulatory purposes. The rule has been
amended to clarify that the member organization must identify to NYSE Amex mnemonics that identify the
SLP trading activity in assigned SLP securities. Because all order flow in an assigned SLP security using
that identified mnemonic will be treated as SLP volume, a member organization may not use such identified
mnemonics for trading activity at NYSE Amex in assigned SLP securities that is not SLP trading activity.

3. Ability of DMM Firm to Act as SLP in DMM Registered Securities

NYSE Amex Rule 107B(g)(2)(A) has been amended to clarify that a DMM unit shall not also act as an SLP
in the same securities in which it is registered as a DMM. Under the revised rule, different aggregation units
within the same member organization that operates a DMM unit can act as an SLP in the same securities in
which the DMM unit is registered.

* * *

Firms are reminded that if an NYSE SLP fails to meet its 10% average quoting requirement (5% for NYSE
Amex SLPs) in its assigned securities for three (3) consecutive months (not including the first month of SLP
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operation), the SLP Liaison Committee may, in its discretion, impose the following non-regulatory penalties:
(1) revocation of the affected security(ies); (2) each time a security(ies) is revoked for failure to meet the
quoting requirement for a particular security, revocation of an additional unaffected security; and/or (3)
disqualification from the SLP program.

IV. Staff Contact Information

Questions regarding this Information Memo should be directed to:

Clare Saperstein, Vice President, NYSE Regulation, Inc., 212.656.2355, or

David De Gregorio, Chief Counsel, NYSE Regulation, Inc., 212.656.4166, or

Robert Airo, Senior Vice President, NYSE Operations, 212.656.5663

___________________________

NYSE Regulation, Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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September 30, 2010

   TO: NYSE AMEX EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NUVEEN DIVERSIFIED COMMODITY FUND (CFD)

I. Purpose

Compliance and supervisory personnel should note that, among other things, this Information Bulletin
discusses the need to deliver a prospectus to customers purchasing shares (“Shares”) of Nuveen Diversified
Commodity Fund. (“Fund” or “CFD”). Please forward this Information Bulletin to other interested persons
within your organization.

The following security has been approved for listing and trading on NYSE Amex and commenced trading on
September 28, 2010:

Trust Units

Nuveen Diversified Commodity Fund

Symbol

CFD

II. Background Information on the Fund

According to the Fund's Registration Statement (333-130360), the Nuveen Diversified Commodity Fund (the
“Fund”) is a commodity pool. The Fund issues shares, which represent units of fractional undivided beneficial
interest in and ownership of the Fund. The Fund's investment objective is to generate higher risk-adjusted
total return than leading commodity market benchmarks, specifically the Dow Jones-UBS Commodity Index®
and the S&P GSCI® Commodity Index, and passively managed commodity funds. In pursuing its investment
objective, the Fund will invest directly in a diversified portfolio of commodity futures and forward contracts
to obtain broad exposure to all principal groups in the global commodity markets. The Fund is unleveraged,
and the Fund's commodity contract positions will be fully collateralized with cash equivalents and short-term,
high grade debt securities. The Fund will also write commodity call options seeking to enhance the Fund's
risk-adjusted total return. Nuveen Commodities Asset Management, LLC will be the manager of the Fund.
Gresham Investment Management LLC will be responsible for investing the Fund's assets in commodity
futures and forward contracts and implementing the options strategy. Nuveen Asset Management, an affiliate
of the manager, will be responsible for the Fund's investments in debt securities used as collateral.

The Fund expects to make commodity investments in the six principal commodity groups in the global
commodities markets: energy; industrial metals; agriculturals; precious metals; foods and fibers; and
livestock.

Commencing with the Fund's first distribution, the Fund intends to make regular monthly distributions to its
shareholders (stated in terms of a fixed cents per share distribution rate) based on the past and projected
performance of the Fund. However, the Fund has the discretion to withhold distributions, which could
have the effect of increasing its management fees. Among other factors, the Fund will seek to establish a
distribution rate that roughly corresponds to NCAM's projections of the total return that could reasonably be
expected to be generated by the Fund over an extended period of time.
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State Street Bank and Trust Company (“State Street”) will serve as transfer agent and registrar for the
Fund's shares and custodian for the assets of the Fund. BCI, the Fund's clearing broker, also may serve as
custodian for all or a portion of the Fund's assets.

The Manager is a Delaware limited liability company that is registered with the CFTC as a CPO and a CTA
and is a wholly-owned subsidiary of Nuveen Investments, Inc. The Manager will serve as the CPO and a CTA
of the Fund and through the Commodity Sub-Advisor will be responsible for determining the Fund's overall
investment strategy and its implementation.

State Street will calculate the net asset value (“NAV”) of the Fund's Shares shortly after 4:00 p.m. Eastern
Time (“ET”) on each trading day. The NAV will be disclosed on the Fund's Web site (www.nuveen.com) and
the NYSE Amex's Web site (www.nyx.com).

The Fund is subject to various fees and expenses described in the Registration Statement. There is no
regulated source of last sale information regarding physical commodities. The SEC has jurisdiction over
the registration and trading of the Shares, and the CFTC has jurisdiction over trading in futures. The
forward contracts are traded on the London Metal Exchange are subject to regulation by the Securities and
Investment Board in the United Kingdom and the Financial Services Authority. OTC instruments or products
that the Fund may hold may effectively be unregulated.

III. Investment Risks

Members are referred to the Fund's prospectus and Registration Statement for a description of risks
associated with an investment in the Shares of the Fund. These risks include commodity investment strategy
risks; options strategy risks; risk that the Fund's Shares may trade at a discount to Net Asset Value; risk of
investing in non-U.S. markets; regulatory and operating risks; and tax risk.

The NAV of the Shares will fluctuate with changes in the market value of the Fund's assets. The trading
prices of the Shares will fluctuate in accordance with changes in the NAV as well as market supply and
demand.

There is no regulated source of last sale information regarding physical commodities, and the Commission
has no jurisdiction over the trading of physical commodities. The CFTC has regulatory jurisdiction over the
trading of futures contracts traded on U.S. exchanges and related options.

IV. Exchange Rules Applicable to Trading in the Shares

The Shares are considered equity securities, thus rendering trading in the Shares subject to the Exchange's
existing rules governing the trading of equity securities.

V. DMM Accounts

Pursuant to NYSE Amex Rule 1600, the Shares will be treated as Trust Units (as defined in NYSE Amex Rule
1600).

NYSE Amex 1604 sets forth certain restrictions and requirements on member organizations acting as
DMMs in Trust Units. Rule 1604(a) requires DMMs to maintain in a readily accessible place and provide
to the Exchange upon request, and keep current a list identifying all accounts for trading the underlying
physical asset or commodity, related futures or options on futures, or any other related derivatives, which
the member organization acting as DMM may have or over which it may exercise investment discretion. In
addition member organizations acting as DMMs are prohibited from trading in the underlying physical asset
or commodity, related futures or options on futures, or any other related derivatives, in an account in which a
member organization acting as DMM, directly or indirectly, controls trading activities, or has a direct interest
in the profits or losses thereof, which has not been reported to the Exchange as required by Rule 1604. Rule
1604(b) requires the member organization acting as a DMM in Trust Units to make available to the Exchange
such books, records or other information pertaining to transactions by such entity or any member, member
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organization, limited partner, officer or approved person thereof, registered or non-registered employee
affiliated with such entity for its or their own accounts in the underlying physical asset or commodity, related
futures or options on futures, or any other related derivatives, as may be requested by the Exchange. Rule
1604(c) provides that, in connection with trading the underlying physical asset or commodity, related futures
or options on futures or any other related derivative (including Trust Units), the DMM Unit registered as such
in Trust Units shall not use any material nonpublic information received from any person associated with a
member, member organization or employee of such person regarding trading by such person or employee in
the physical asset or commodity, futures or options on futures, or any other related derivatives.

VI. Suitability

Members and member organizations are reminded of their obligations under NYSE Amex Equities Rule 405,
whereby the member or member organization shall use due diligence to learn the essential facts relative to
every customer prior to trading CFD or recommending a transaction in CFD or that an investment in CFD
is suitable for the customer. Members and member organizations should adopt appropriate procedures for
the opening and maintaining of accounts, including the maintaining of records prescribed by any applicable
regulatory organization and by the rules and regulations of the or SEC.

VII. Trading Halts

Under NYSE Amex Rule 117A, the Exchange shall halt trading in an issue of Trust Units for which a net asset
value is disseminated, if the Exchange becomes aware that such net asset value is not being disseminated at
the same time to all market participants. Trading halted pursuant to paragraph (a) of Rule 117A may resume
only when the net asset value is disseminated to all market participants. In addition, the Exchange shall halt
trading under NYSE Amex Rule 117 if the “circuit breaker” parameters of such rule are reached.

VIII. Delivery of a Prospectus

Pursuant to federal securities laws, investors purchasing newly issued Shares must receive a prospectus
prior to, or concurrently with, the confirmation of a transaction.

Prospectuses may be obtained through the Manager or on the Fund's website at www.nuveen.com. The
prospectus does not contain all of the information set forth in the Registration Statement (including the
exhibits to the Registration Statement), parts of which have been omitted in accordance with the rules and
regulations of the Commission. For further information about the Fund, please refer to the Registration
Statement.

___________________________

NYSE Regulation, Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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August 27, 2010

   TO: ALL NYSE, NYSE AMEX AND NYSE ARCA EQUITIES MEMBERS, ETP HOLDERS AND LISTED
COMPANIES

SUBJECT: NYSE RULE FILING RELATING TO DODD-FRANK IMPACT TO PROXY VOTING
REQUIREMENTS

On August 4, 2010 the NYSE sent a notice to all NYSE, NYSE AMEX and NYSE ARCA Equities members,
ETP holders and listed companies advising that the NYSE intended to file an amendment to NYSE Rule 452
to prohibit members from voting uninstructed shares at meetings held after July 21, 2010 if the matter to be
voted on relates to executive compensation.

As explained in the August 4 notice, this rule filing is mandated by the Dodd-Frank Wall Street Reform and
Consumer Protection Act (the “Dodd-Frank Act”), signed by President Obama on July 21, 2010, which among
other things requires each national securities exchange to amend its rules to prohibit member organizations
from voting shares without specific beneficial owner instructions in stockholder votes with respect to executive
compensation.

Yesterday, the NYSE formally filed proposed rule changes with the Securities and Exchange Commission
(the “SEC”). The NYSE stated in its filing that because the relevant provisions of the Dodd-Frank Act do not
provide for a transition phase, the substance of the proposed rule changes is currently applicable to proxy
voting. The Exchange is also requesting that the Commission approve the proposal on an accelerated basis.

Proposals that are included on proxy statements that involve executive compensation matters, even if they
also apply to employees below executive level, will be treated as “May Not Vote” matters, including in those
cases where member organizations have previously been allowed to vote uninstructed shares, such as with
respect to some plans put to a stockholder vote in order to rely on the performance-based compensation
exception to the $1 million annual deduction limit under section 162(m) of the Internal Revenue Code.
Similarly, “say on pay” and “say on golden parachute” proposals will also be treated as “May Not Vote”
matters.

NYSE Amex and NYSE Arca will file identical amendments to their rules.

Since the Dodd-Frank Act also provides the SEC with the authority to require other changes to NYSE Rule
452, other amendments may be needed and we will keep you apprised of any further developments.

Questions may be directed to either Judith McLevey, VP - Corporate Actions & Market Watch, at (212)
656-4509 or Janet Kissane, SVP & Corporate Secretary, Legal & Government Affairs, at (212) 656-2039,
jkissane@nyx.com,

___________________________

Legal & Government Affairs

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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August 24, 2010

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL NYSE AND NYSE AMEX EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO NYSE AND NYSE AMEX EQUITIES RULE 15

I. Purpose

The purpose of this Information Memo is to inform New York Stock Exchange LLC (“NYSE”) and NYSE Amex
LLC (“NYSE Amex”) (together, the “Exchanges”) members and member organizations of recent amendments

to NYSE and NYSE Amex Equities Rule 15 (Pre-Opening Indications). 1   These amendments (i) clarify the
use of the last reported sale on the Exchanges as the reference price for pre-opening indications and (ii)
define the reference price of a security in the event that there is no last reported sale in that security on the
Exchanges.

These rule changes will be operative on September 5, 2010.

II. Description

A. Reference Price for Pre-Opening Indications and Order Imbalance Data Feeds is the Last Reported Sale on the
Listing Exchange

The Exchanges amended NYSE and NYSE Amex Equities Rules 15(a) and (c) to clarify that the reference
price for mandatory pre-opening indications and the Order Imbalance Information data feed is the last

reported sale on the listing Exchange. 2 

Typically, the last reported sale price is the price of the previous day's closing transaction on the listing
Exchange. However, in some instances there may be no closing transaction in a security on the prior day
and the last reported sale price is the last execution on the Exchange prior to the Close. For example, if the
Exchange halted trading in a security prior to 4:00 p.m. and did not reopen until the following trading day,
there would be no closing transaction in that security. Or, in the case of a thinly traded stock, the stock may
not have traded at all on the previous day or the last transaction could have occurred prior to the close of
trading at 4 p.m. As a result, the last reported sale on the listing Exchange is used to determine the reference
price under NYSE and NYSE Amex Equities Rule 15.

It is important to note that, where a mandatory pre-opening indication has been published for a security
pursuant to NYSE and NYSE Amex Equities Rule 15(a) or (b), the Order Imbalance Information data feed
determines the reference price based on a comparison of the bid and offer price of the mandatory pre-
opening indication to the last reported sale on the listing Exchange.

B. Reference Price Where No Last Reported Sale on the Listing Exchange

The Exchanges also amended Rules 15(a) and (c) to provide a reference price in a situation where there
is no last sale on the listing Exchange, such as for an IPO or a security transferred from another market.
Specifically, in the case of an IPO, the reference price is the offering price (i.e. “deal price”). For a security
transferred from another market, the reference price is the last reported sale on the prior market.
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The Floor Official supervising the opening of an IPO or transferred security will confirm the appropriate
reference price for security.

III. Staff Contacts

Questions concerning these rule changes may be addressed to the following:

Paul Bauccio, NYSE Operations, at (212) 656-2929;

Clare Saperstein, NYSE Regulation, at (212) 656-2355.

___________________________

NYSE Regulation, Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release Nos. 62668 (August 9, 2010), 75 FR 50785 (August 17,
2010) (SR-NYSEAmex-2010-82) and 62669 (August 9, 2010), 75 FR 50787 (August 17, 2010) (SR-
NYSE-2010-57).

2  The applicable price change parameters under NYSE and NYSE Amex Equities Rule 15(a) have not
changed. In addition, Rule 15(b) continues to provide that, in the case of an American Depositary
Receipt ("ADR"), the closing price of the underlying security on the primary foreign market, or, as
appropriate, a change from parity, is used to determine the applicable price change.
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August 9, 2010

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL NYSE AND NYSE AMEX EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: HARMONIZATION OF NYSE AND NYSE AMEX EQUITIES RULE 123G WITH FINRA RULE
5290 REGARDING CERTAIN ORDER ENTRY AND/OR EXECUTION PRACTICES

I. Purpose

The purpose of this Information Memo is to inform New York Stock Exchange, LLC (“NYSE”) and NYSE
Amex LLC (“NYSE Amex,” together with NYSE, the “Exchanges”) members and member organizations of
rule changes recently approved by the Securities and Exchange Commission (the “Commission”).

II. Overview of Rule Changes

In order to reduce regulatory duplication and to provide for less burdensome and more efficient compliance
with member firm conduct rules and requirements, the Exchanges deleted Rule 123G (Order Entry Practices),
regarding the prohibition of certain order entry and/or execution practices, and replaced it with new Rule 5290

(Order Entry and Execution Practices). 1 

These rule changes harmonize the Exchanges' Rules with changes to corresponding rules recently filed by

the Financial Industry Regulatory Authority, Inc. (“FINRA”) and approved by the Commission. 2 

New Rule 5290 is substantially the same as old Rule 123G, which provides that members, member

organizations, allied members, principal executives, 3   approved persons, or registered or non-registered
employees thereof, may not unbundle or split orders for execution in order to maximize the receipt of
monetary or in-kind payments. However, new Rule 5290 applies to the unbundling or splitting of both orders
and executions, whereas old Rule 123G applied only to order entry and not execution.

In order to ensure that NYSE and NYSE Amex Equities Rule 5290 and FINRA Rule 5290 are fully
harmonized, the Exchanges also added Supplementary Material .01 to Rule 5290 to provide that, for the
purposes of the Rule, the term “associated person” shall have the same meaning as the terms “person
associated with a member” or “associated person of a member” as defined in Article I (rr) of the FINRA By-
Laws.

III. Staff Contacts

Questions concerning these rule changes may be addressed to the following:

Clare Saperstein, Vice President, NYSE Regulation Inc., at (212) 656-2355; Jason Harman,
Consultant, NYSE Regulation Inc., at (212) 656-2661.

___________________________

NYSE Regulation, Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release Nos. 62569 (July 26, 2010), 75 FR 45188 (August 2, 2010) (SR-
NYSE-2010-54) and 62572 (July 26, 2010), 75 FR 45183 (August 2, 2010) (SR-NYSEAmex-2010-72).

2  See Securities Exchange Act Release No. 61071 (November 30, 2009), 74 FR 64109 (December
7, 2009) (order approving SR-FINRA-2009-067). To more readily identify the harmonized Rules, the
Exchanges adopted the same numbering as FINRA uses in the Consolidated FINRA Rulebook, so that
new Rule 5290 corresponds to FINRA Rule 5290.

3  In 2008, as part of the FINRA rulebook consolidation and harmonization process, NYSE replaced the
term "allied member" in certain NYSE Rules with the newly defined term of "principal executive", which
has substantially the same meaning. See Securities Exchange Act Release No. 58549 (September 15,
2008), 73 FR 54444 (September 19, 2008) (SR-NYSE-2008-80).

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

407

http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 10-36

Click to open document in a browser

August 4, 2010

   TO: ALL NYSE, NYSE AMEX AND NYSE ARCA EQUITIES MEMBERS, ETP HOLDERS AND LISTED
COMPANIES

SUBJECT: DODD-FRANK IMPACT TO PROXY VOTING REQUIREMENTS

On July 21, 2010, President Obama signed the Dodd-Frank Wall Street Reform and Consumer Protection
Act (the “Act”). The Act requires each national securities exchange to amend its rules to prohibit member
organizations from voting shares without specific client instructions on matters related to executive
compensation (Section 957). The Act also includes similar provisions that prohibit voting of uninstructed
shares by member organizations in the election of directors (excluding companies registered under
the Investment Company Act of 1940) and in other matters as determined by the Securities Exchange
Commission (“SEC”).

The NYSE intends to file an amendment to NYSE Rule 452 to prohibit members from voting uninstructed
shares if the matter to be voted on relates to executive compensation, including “say-on-pay” proposals, at
meetings occurring after July 21, 2010. An exception will be made for those meetings on which the NYSE
has issued a “may vote” ruling prior to July 21. For proposals that are included on Proxy Statements that
involve executive compensation matters for which member organizations had previously been allowed to
vote uninstructed shares, the NYSE will treat these matters as “May Not Vote” rulings going forward effective
immediately. NYSE Amex and NYSE Arca will file identical amendments to their rules. Further details
regarding this rule amendment will be available once the NYSE submits its rule filing to the SEC. The NYSE,
NYSE Amex and NYSE Arca rules have already been amended, effective for annual or special meetings as
of 1/1/10, to prohibit member organizations from voting uninstructed shares in connection with the election of
directors.

Since the Act also provides the SEC with the authority to require other changes to NYSE Rule 452, other
amendments may be needed and we will keep you apprised of any further developments.

Questions may be directed to Janet Kissane, SVP & Corporate Secretary, NYSE Euronext Legal &
Government Affairs, at (212) 656 -2039, jkissane@nyx.com

___________________________

Legal & Government Affairs

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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July 30, 2010

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL NYSE AND NYSE AMEX EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: IMPLEMENTATION OF TRADING IN SHARES AND DECOMMISSIONING OF THE ODD-LOT
SYSTEM

I. Purpose

The purpose of this Information Memo is to inform New York Stock Exchange LLC (“NYSE”) and NYSE Amex
LLC (“NYSE Amex”) (collectively, the “Exchange”) members and member organizations that the Exchange
has decommissioned the use of the separate odd-lot order execution system and now accepts all odd-lot

orders into the Display Book for execution. 1   In connection with this change, the Exchange is rescinding
certain prior guidance relating to potential abuses of the odd-lot order entry system as set forth in Information
Memos 07-60 (dated June 27, 2007) and 94-14 (dated April 18, 1994).

II. Background

As described in greater detail below, the Exchange has amended or deleted certain NYSE and NYSE Amex
Equities Rules to permit the receipt and execution of odd-lot interest and the odd-lot portion of partial round-
lot (PRL) interest into the round-lot market, and has decommissioned the use of the odd-lot order execution
system. As securities are transitioned to trading in shares, the Exchange will no longer trade odd-lot sized
orders in a separate, dedicated system, but will trade them on the Display Book system used for round-lot
sized orders.

Implementation of trading in shares began on a security-by-security basis on July 30, 2010. The
Exchange will provide information about the implementation schedule via Trader Update Notices and will
identify the securities that have been transitioned to trading in shares on www.nyse.com. Until a security
has been transitioned to trading in shares, all prior guidance concerning use of the odd-lot system, including
Information Memo 07-60, will continue to apply.

III. Guidance Relating to Odd-Lot Order Handling

NYSE Regulation previously issued guidance concerning the use of the odd-lot system, and in particular,
identified certain uses of the odd-lot system that constituted prohibited trading practices. In particular, in prior
guidance, NYSE Regulation advised that:

Use of the odd-lot system in ways that are inconsistent with traditional odd-lot investment activity or
order entry practices that are intended to circumvent the round lot market constitute abuses of the odd-
lot system and are prohibited. (Information Memo 07-60).

Information Memo 07-60, among others, identified a number of prohibited trading practices, including but
not limited to unbundling round-lot orders for the purpose of entering odd-lot orders, failure to aggregate
odd-lots into round-lots when for the same customer, entering buy and sell odd-lot orders in the same stock,

and other types of trading activity that is not consistent with traditional odd-lot activity. 2   NYSE Regulation
further advised that odd-lots may be entered as part of a program trade, provided that the odd-lot orders in
the aggregate constitute a relatively small part of the overall program.
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In connection with the decommissioning of the odd-lot system, the Exchange deleted those portions of Rule
411(b) that required odd-lot orders for the same customer to be consolidated into round lots. In addition,
because the DMM is no longer the contra-side to most odd-lot executions, and odd-lot orders are now
executed with all round-lot orders, NYSE Regulation rescinds the previously-issued guidance as it relates to
the abuses specifically described above. However, any activity involving odd-lot sized orders that violates
Exchange rules and/or federal securities laws, including but not limited to manipulative activity, will remain
subject to disciplinary action.

IV. Overview of Trading in Shares

The following describes the rule changes that the Exchange adopted in connection with the decommissioning
of the odd-lot system and how odd-lots will be treated in the Display Book system.

A. Unit of Trading and Pricing

In order to incorporate odd-lot interest into the round-lot market, the new unit of trading for all securities on the
Exchange is one (1) share. See NYSE and NYSE Amex Equities Rules 55 and 56. The concept of round lots
and odd lots remains for purposes of quoting. Generally, a round lot will be 100 shares, unless a security has
been designated to quote in less than 100 share increments.

In addition, there will no longer be a separate execution pricing structure for odd-lot interest and the odd-
lot portion of PRLs and, except for unpaired odd-lot sized orders to be executed in opening, re-opening and
closing transactions, DMM Units will no longer be the contra party to odd-lot executions in their registered

securities. 3   The maximum exposure to DMMs to trade against odd-lot sized interest at the opening, re-
opening or closing transaction is 99 shares, as Exchange systems will consolidate all other odd-lots into
round lots as is feasible at each price point.

B. Order Handling, Execution and Allocation

The Display Book will be responsible for the execution of all incoming interest, regardless of the order size,
and odd-lot interest and the odd-lot portion of PRLs will generally be subject to all Exchange rules governing
the trading of round-lot interest, as modified to reflect how odd-lot sized orders will interact with displayed and
undisplayed interest. Consistent with the Consolidated Tape Plan, odd-lot sized orders will not be displayed in
the Exchange quotation and odd-lot sized executions will not be published to the Consolidated Tape.

1. Inclusion in the Exchange BBO

With trading in shares, the Display Book will aggregate all interest for a security at each limit price, including
odd-lot sized interest and the odd-lot portion of PRL interest. See NYSE and NYSE Amex Equities Rule 60.
Because the NYSE or NYSE Amex Equities best bid and offer (“Exchange BBO”) will continue to be quoted
in round lots, odd-lot sized interest and the odd-lot portion of PRL interest will be included in the published
Exchange BBO only when such odd-lot interest may be aggregated with other interest at the price point
resulting in a sum that would be equal to or greater than a round lot.

For example, Table 1 depicts the Exchange BBO as 200 shares bid at $20.05 and 200 shares offered at
$20.10: the quoted offer includes two non-reserve orders for 100 shares each, and the quoted bid includes
one non-reserve order to buy for 100 shares and two odd-lot non-reserve orders for 50 shares each. The 50
shares at the price point of $20.07 are not quoted because it is less than a round-lot.

Table 1
 

Displayable In-
terest Available

Quoted InterestBid Price Offer Price Quoted InterestDisplayable In-
terest Available

 

0 0 $20.10 200 100, 100
 

50 0 $20.07 0 0
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50, 50, 100 200 $20.05 0 0
 

Unless affirmatively designated as excluded interest (e.g. reserve interest), odd-lot interest and the odd-lot
portion of PRL interest will be considered “displayable” interest for the purposes of execution and allocation in
accordance with NYSE and NYSE Amex Equities Rule 72.

In addition, consistent with the current logic of priority and parity, incoming single odd-lot interest will never be
eligible to be the Priority Interest because it can never be the only interest quoted at a given price point.

For example, Tables 2 and 3 depict the Exchange BBO in XYZ security. Initially, the Exchange BBO is 200
shares bid at $20.05 and 100 shares offered at $20.11. The quoted offer includes two non-reserve orders
for 50 shares each and the quoted bid includes one non-reserve order to buy for 150 shares and two odd-
lot non-reserve orders for 50 shares each. There is no Priority Interest in the Exchange BBO because none
of the orders were the only independently displayable interest quoted at the price point when it became the
Exchange BBO.

Table 2
 

Displayable In-
terest Available

Quoted InterestBid Price Offer Price Quoted InterestDisplayable In-
terest Available

 

0 0 $20.11 100 50,50
 

0 0 $20.10 0 0
 

0 0 $20.09 $20.09 0 0
 

0 0 $20.08 0 0
 

10, 20,30 0 $20.07 0 0
 

10,10,25,50 0 $20.06 0 0
 

50, 50, 150 200 $20.05 0 0
 

Table 3
 

Displayable In-
terest Available

Quoted InterestBid Price Offer Price Quoted InterestDisplayable In-
terest Available

 

0 0 $20.11 100 50,50
 

0 0 $20.10 200 200
 

0 0 $20.09 $20.09 0 0
 

0 0 $20.08 0 0
 

10, 20,30 0 $20.07 0 0
 

10,10,25,50 0 $20.06 0 0
 

50, 50, 150 200 $20.05 0 0
 

Subsequently an order to sell 200 shares at $20.10 is received. Table 3 shows the Exchange BBO is updated
to reflect 200 shares offered at $20.10 and 200 shares bid at $20.05. The 200 share order at $20.10 is
Priority Interest because it was the only independently displayable interest capable of being quoted at the
price point when the price point became the Exchange BBO.

For the same reasons, single odd-lot interest at a price point will not prevent single displayable round lot or
PRL interest from establishing itself as Priority Interest. When single round lot or PRL interest joins odd-lot
interest at a price point and the sum of the odd-lot interest is not equal to a round lot, the single round lot or
PRL that is published as the Exchange BBO is considered the setting interest and has established priority at
that price point.

For example, Tables 4 and 5 depict the Exchange BBO in XYZ security. Initially, the Exchange BBO is 200
shares bid at $20.05 and 100 shares offered at $20.11. The quoted offer includes two non-reserve orders
for 50 shares each and the quoted bid includes one non-reserve order to buy for 100 shares and two odd-
lot non-reserve orders for 50 shares each. There is no Priority Interest in the Exchange BBO because none
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of the displayable orders was the only independently displayable interest quoted at the price point when the
price point became the Exchange BBO.

Table 4
 

Displayable In-
terest Available

Quoted InterestBid Price Offer Price Quoted InterestDisplayable In-
terest Available

 

0 0 $20.11 100 50,50
 

0 0 $20.10 0 50
 

0 0 $20.09 $20.09 0 0
 

0 0 $20.08 0 0
 

10, 20,30 $20.07 0 0
 

10,10,25,50 $20.06 0 0
 

50, 50, 100 200 $20.05 0 0
 

Subsequently an order to sell 150 shares at $20.10 is received. Table 5 shows the Exchange BBO is updated
to reflect 200 shares offered at $20.10 and 200 shares bid at $20.05. The 150 share order at $20.10 is
entitled to be Priority Interest because it was the only independently displayable interest capable of being
quoted at the price point when it became the Exchange BBO.

Table 5
 

Displayable In-
terest Available

Quoted InterestBid Price Offer Price Quoted InterestDisplayable In-
terest Available

 

0 0 $20.11 100 50,50
 

0 0 $20.10 200 50, 150
 

0 0 $20.09 $20.09 0 0
 

0 0 $20.08 0 0
 

10, 20,30 0 $20.07 0 0
 

10,10,25,50 0 $20.06 0 0
 

50, 50, 100 200 $20.05 0 0
 

PRL interest that is established as Priority Interest establishes priority for its full quantity even though the
Exchange BBO will only quote in round lots. For example, a 199 share buy limit order with no designated
reserve quantity that is the only interest available at the price point when it is quoted will constitute 199
shares of Priority Interest but will be quoted by Display Book as 100 shares. PRL interest will retain its
Priority Interest status even if subsequent executions of the original interest decrement the quantity of the
shares remaining in the interest to less than a round lot. Priority Interest will only lose its priority status if it is
cancelled, executed in full, or routed away for execution and returned unexecuted.

2. Allocation of Orders

Display Book will continue to allocate executed shares in round lots pursuant to NYSE and NYSE Amex
Equities Rule 72(c); however, if the quantity of shares to be allocated to a specific participant is for a quantity
less than a round lot, the Display Book will allocate to the participant the specific number of shares bid or
offered. When allocating shares on parity, the Display Book uses an allocation wheel for each security that
is set to begin with the participant whose interest is entered or retained first on a time basis. Thereafter,
participants are added to the wheel as their interest joins existing interest at a particular price point. If a
participant cancels his, her or its interest and then rejoins, that participant joins as the last position on the
wheel at that time. The following set forth examples of how odd-lot interest interacts with other interest under
Rule 72.

Parity Example 1
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Assume there is interest of the Book Participant (representing orders entered by two different public
customers), three Floor brokers, and the DMM bidding at the same price, with no participant established as
Priority Interest. An order to sell is received by the Exchange. Exchange systems will divide the allocations
among the participants, listed in time order, as follows:

• Public Order #1 100 shares and Public Order #2 100 shares Book Participant
• Floor Broker 1 Participant A
• DMM Participant B
• Floor Broker 2 Participant C
• Floor Broker 3 Participant D

A market order for 300 shares to sell entered in Exchange systems will allocate 100 shares to the Book
Participant (Public Order #1), Participant A and Participant B above. Subsequently, another order to sell 300
shares at the same price is received by Exchange systems. Those shares will be allocated to Participant C,
Participant D, and Book Participant (Public Order #2).

(B) The allocation wheel will move to the next participant when an odd-lot allocation completely fills the
interest of such participant.

Parity Example 2

Assume there is interest of the Book Participant (representing orders entered by two different public
customers), three Floor brokers, and the DMM bidding at the same price, with no participant having priority.
An order to sell is received by the Exchange. Exchange systems will divide the allocations among the
participants as follows:

• Public Order #1 100 shares and Public Order #2 100 shares Book Participant
• Floor Broker 1 Participant A 50 shares
• DMM Participant B 50 shares
• Floor Broker 2 Participant C 300 shares
• Floor Broker 3 Participant D 300 shares

A market order for 200 shares to sell entered in Exchange systems will allocate 100 shares to the Book
Participant (Public Order #1), Participant A will receive 50 shares, Participant B above will receive 50 shares.
Subsequently, another order to sell 300 shares at the same price is received by Exchange systems. Those
shares will be allocated to Participant C, Participant D, and Book Participant (Public Order #2).

Parity Example 3

Assume there is interest of the Book Participant (representing orders entered by two different public
customers), three Floor brokers, and the DMM bidding at the same price, with no participant having priority.
An order to sell is received by the Exchange. Exchange systems will divide the allocations among the
participants as follows:

• Public Order #1 100 shares and Public Order #2 100 shares Book Participant
• Floor Broker 1 Participant A 50 shares
• DMM Participant B 75 shares
• Floor Broker 2 Participant C 300 shares
• Floor Broker 3 Participant D 300 shares

A market order for 200 shares to sell entered in Exchange systems will allocate 100 shares to the Book
Participant (Public Order #1), Participant A will receive 50 shares, Participant B above will receive 50 shares.
Subsequently, another order to sell 300 shares at the same price is received by Exchange systems. The
allocation wheel will start with Participant B. Participant B is allocated 25 shares, Participant C is allocated
100 shares, Participant D is allocated 100 shares, and Book Participant (Public Order #2) is allocated 75
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shares. Exchange systems will retain Book Participant (Public Order #2) as the participant eligible to receive
the next allocation at that price point.

The allocation wheel will also move to the next participant where Exchange systems execute remaining
displayable odd-lot interest prior to replenishing the displayable quantity of a participant.

Parity Example 4

Assume the available bid interest on the Exchange consists of a single Book Participant and two Floor
brokers listed below in order of their position on the allocation wheel. None of the participants have priority.

• Floor Broker 1 Participant A - 200 shares displayed and 4800 shares reserve
• Book Participant Public Order #1 Participant B - 500 shares displayed
• Floor Broker 2 Participant C - 500 shares displayed

An order to sell 350 shares is received by the Exchange. Exchange systems will divide the allocations among
the participants as follows:

• Participant A - 150 shares
• Book Participant - 100 shares
• Participant C - 100 shares

Each participant receives a round lot allocation. The Allocation wheel returns to Participant A as the first
participant on the wheel and allocates the remaining 50 shares. The allocation wheel remains on Participant
A. The remaining interest of the three participants is as follows:

• Floor Broker 1 Participant A - 50 shares displayable interest and 4800 shares reserve
• Book Participant Public Order #1 Participant B 400 shares displayed
• Floor Broker 2 Participant C 400 shares displayed

Prior to the system replenishing the displayed quantity of Participant A, an order to sell 100 shares is received
by Exchange systems. The system will allocate 50 shares to Participants A and B. The next allocation at the
price point will begin with Participant B.

3. DMM CCS interest

DMM CCS interest will be accessed to fill or partially fill incoming interest, except that, because CCS
interest must be for a minimum of a round lot, Display Book will not access DMM CCS interest to provide an
execution for an incoming odd-lot sized order. However, a DMM will now be allowed to provide CCS interest
in PRL quantities. See NYSE and NYSE Amex Equities Rule 1000(d)(i).

4. Executions and Consolidated Tape

Executions will be printed to the Consolidated Tape in round lots or PRL quantities. Transactions that result
in executions of less than a round lot will not print to the Consolidated Tape and thus will not be considered
the last sale for purposes of calculating liquidity replenishment point (“LRP”) values, or for electing buy-minus,
sell-plus or stop interest for execution. See NYSE and NYSE Amex Equities Rules 13, 61, 1000 and 1004.

C. Additional new systemic capabilities

The system changes required to decommission the odd-lot system will enable the Exchange to expand price
fields. Going forward, under NYSE and NYSE Amex Equities Rule 62, the minimum price variation for all
securities priced at or greater than $1.00 (including those priced at or greater than $100,000) will be $.01.

In addition, the NYSE and NYSE Amex OpenBook® data feeds will publish the total volume of interest
available at each price point, including odd-lot sized orders or odd-lot portions of PRLs.

D. Miscellaneous amendments
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When trading in shares, Floor brokers will be permitted to accept orders containing nonregular way settlement
instructions in odd-lot quantities because they will be able to represent such orders in the round-lot market.
See NYSE and NYSE Amex Equities Rule 14.

V. Staff Contacts

Operational questions concerning trading in shares may be addressed to:

Paul Bauccio, NYSE Operations, at (212) 656-2929.

Regulatory questions concerning trading in shares may be addressed to:

Clare Saperstein, NYSE Regulation, at (212) 656-2355.

___________________________

NYSE Regulation, Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release No. 62578 (July 27, 2010) (order approving SR-NYSE-2010-43
and SR-NYSEAmex-2010-53).

2  In addition to Information Memo 07-60, NYSE filed Information Memorandum 94-14 with the SEC. See
Securities Exchange Act Release No. 33678 (February 24, 1994), 59 FR 10192 (March 3, 1994). These
Information Memoranda, and other prior interpretive guidance related to odd-lot order handling practices,
remain relevant and applicable to any trading of odd-lot sized and PRL orders through the separate odd-
lot order system, including all trading in odd-lot sized orders and PRLs occurring on or before July 29,
2010.

3  The Exchange rescinded the rules governing odd-lot dealers and the pricing for odd-lot interest and the
odd-lot portion of PRL interest, including NYSE and NYSE Amex Equities Rules 65, 99, 99 (Former),
100, 101 and 124. The Exchange also amended NYSE and NYSE Amex Equities Rules 13, 61, 92, 94,
104, 108 and 115A to remove references to the odd-lot system and/or odd-lot dealers, or to make other
technical changes.
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July 12, 2010

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL NYSE AND NYSE AMEX EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: TRADING OF NASDAQ-LISTED SECURITIES PURSUANT TO UNLISTED TRADING
PRIVILEGES

I. Purpose

The purpose of this Information Memo is to inform NYSE Amex LLC (“NYSE Amex” or the “Exchange”)
members and member organizations of a new pilot program to trade Nasdaq-listed securities pursuant to
unlisted trading privileges (“Nasdaq Securities”).

As described in greater detail below, the Nasdaq Securities program will be governed by new NYSE Amex
Equities Rule Series 500 - 525, as well as certain amended existing NYSE Amex Equities Rules, which were

recently approved by the Securities and Exchange Commission (the “Commission”). 1   The new Rules are
available on the Exchange's website at www.nyx.com.

The Nasdaq Securities program will include Nasdaq-listed equities and any other Nasdaq-listed security
that trades like an equity security (e.g., rights, warrants), and will also include the Invesco PowerShares
QQQtrade; Exchange Traded Fund.

Trading in Nasdaq Securities will begin on July 13, 2010, and will continue as a pilot program until the

Exchange receives approval from the Commission to make the program permanent. 2   The Exchange will
implement the program using a phased-in approach and will expand the program rapidly to include all Nasdaq
Securities.

II. Overview of the Nasdaq Securities Program

Nasdaq Securities will trade on the same systems and facilities, in accordance with the same trading rules,
that the Exchange uses to trade its listed securities, subject to the following key modifications:

• There will be no opening or closing auction for Nasdaq Securities traded on the Exchange. Trading
in Nasdaq Securities will open on a quote at 9:30 a.m., or as soon as possible thereafter, and will
close at 4:00 p.m., or immediately thereafter under certain circumstances, using the last sale on the
Exchange as the Closing Price.

• “Good 'til Canceled” (“GTC”) Orders and “Stop” Orders for Nasdaq Securities that are unexecuted
at the close of trading will be treated as Day Orders and canceled. In addition, the Exchange
will not accept limit or market “At the Close” (“MOC/LOC”), “At the Opening” (“OPG”), “Closing
Offset” (“CO”) or “Good 'til Cross” (“GTX”) Orders for trading Nasdaq Securities. All other NYSE
Amex Equities order types will be accepted.

• Each Nasdaq Security will be assigned one Designated Market Maker (“DMM”) Unit, though the
allocation process will be streamlined to follow an approach comparable to that used to allocate
stocks to Supplemental Liquidity Providers (“SLPs”) (see Rule 107B - NYSE Amex Equities).

• DMM Units will be responsible for maintaining a fair and orderly market in accordance with existing
Exchange rules for those Nasdaq Securities in which they are registered the same as for listed

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

416

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P10-34%2909013e2c864be5b7?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


securities, subject to an enhanced quoting requirement and a phased-in implementation of Depth
Guidelines and Price Participation Points (“PPPs”).

• The Exchange will not apply Liquidity Replenishment Point (“LRP”) parameters to Nasdaq
Securities.

• Trading in Nasdaq Securities will be subject to rules that are substantially similar to FINRA's
“Manning Rule”, rather than Rule 92 - NYSE Amex Equities.

• The Exchange's audit trail rules, including Rules 123- and 132B- NYSE Amex Equities, will apply to
the trading of Nasdaq Securities on the Exchange, except that members and member organizations
that are also FINRA members and subject to FINRA's Rule 7400 Series (“Order Audit Trail System”
or “OATS”) will be exempt from Rules 123- and 132B- NYSE Amex Equities. In addition, Floor
brokers who receive an order in a Nasdaq Security that was routed through the Common Customer
Gateway (“CCG”), will be required to comply with Rules 123- and 132B- NYSE Amex Equities,
rather than FINRA's OATS requirements.

III. Description

A. Applicable NYSE Amex Equities Rules and Definitions

Exchange trading of Nasdaq Securities will be governed by the new NYSE Amex Equities Rule 500 Series,
as well as all other NYSE Amex Equities Rules. To the extent that any NYSE Amex Equities Rule conflicts
with the Rule 500 Series, the Rule 500 Series shall govern. See Rule 500 - NYSE Amex Equities.

Although Nasdaq Securities will trade primarily in accordance with existing NYSE Amex Equities Rules, Rule
501 - NYSE Amex Equities defines certain key terms for the trading of Nasdaq Securities on the Exchange.
The definitions are discussed in greater detail where relevant. All other terms will have the meanings
assigned to them in other NYSE Amex Equities Rules. See Rule 501 - NYSE Amex Equities.

In addition to the NYSE Amex Equities Rules, the Exchange's Disciplinary Rules 475, 476, 476A and 477 will
apply to the trading of Nasdaq Securities on the Exchange. See Rule 500 - NYSE Amex Equities.

B. Hours of Trading

Nasdaq Securities will trade during the regular trading hours on the Exchange, from 9:30 a.m. to 4:00 p.m., in
accordance with Rules 51- and 502- NYSE Amex Equities. Nasdaq Securities will also be permitted to trade

in the Exchange's “Off-Hours Trading Facility” under Rules 900 - 907 - NYSE Amex Equities (see Part L). 3 

However, due to modifications to the opening and closing for Nasdaq Securities (discussed in Part E below),
members and member organizations are not permitted to make any bid, offer or transaction for Nasdaq
Securities on Exchange systems, or route an order for a Nasdaq Security to another market center from
Exchange systems, before 9:30 a.m. or after the close of the Off-Hours Trading session (e.g. Crossing
Session II). See Rule 502 - NYSE Amex Equities.

C. Units of Trading; Bids and Offers; Dissemination of Quotations; Priority

The Exchange will accept and process bids and offers in Nasdaq Securities according to the same rules as
for its listed securities. Pursuant to Rules 55- and 56- NYSE Amex Equities, the unit of trading in Nasdaq
Securities is 100 shares (or rights or warrants), or such lesser number as may be determined by the UTP
Listing Market or the Exchange. Odd-lot and partial round-lot bids or offers will be processed and executed by

means of the Exchange's odd-lot order system pursuant to Rule 124 - NYSE Amex Equities. 4   See Rule 506
- NYSE Amex Equities.

Bids and offers in Nasdaq Securities admitted to dealings on the Exchange on an “issued” basis will be made
“regular way” in accordance with Rules 64-, 65- and 66- NYSE Amex Equities and, for Nasdaq Securities
admitted on a “when-issued” or “whendistributed” basis, bids and offers will only be made “when-issued” or
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“when-distributed”, as applicable, in accordance with Rule 63 - NYSE Amex Equities. See Rule 506 - NYSE
Amex Equities.

As enforced by Exchange systems, bids and offers in Nasdaq Securities will comply with Rule 19 - NYSE
Amex Equities concerning locking or crossing protected quotations in Regulation NMS stocks and the
Exchange will disseminate quotes in accordance with Rule 60 - NYSE Amex Equities. Also, the minimum
price variations prescribed in Rule 62 - NYSE Amex Equities will apply to all bids and offers in Nasdaq
Securities. See Rule 506 - NYSE Amex Equities.

Orders for Nasdaq Securities will be executed in price and time priority and parity in accordance with all
applicable NYSE Amex Equities Rules, including Rule 72 - NYSE Amex Equities. See Rule 506 - NYSE
Amex Equities.

The Exchange will display on the Trading Floor quotes and executions for Nasdaq Securities on both the
Exchange as well as from other market centers in accordance with the UTP Plan (“Tape C”). Such display
will include the appropriate identifier indicating the SRO or exchange reporting the execution to the Tape.
Corporate action data for Nasdaq Securities will be incorporated by the Exchange on a daily basis after the
close of regular trading, as established by Nasdaq, and any share price adjustments will be made at that time.

D. Order Type Modifications

Because of the modifications to the opening and closing for Nasdaq Securities (see Part E herein), the
Exchange will not accept MOC/LOC, OPG, CO or GTX Orders for Nasdaq Securities. In addition, at the
close of the regular trading session GTC Orders that are not fully executed and unelected Stop Orders for
Nasdaq Securities will be treated as Day Orders and will be cancelled; they will not remain on the Exchange's
systems overnight. All other order types noted in Rule 13 - NYSE Amex Equities will be permitted for the
trading of Nasdaq Securities. See Rule 501 - NYSE Amex Equities.

E. Openings, Reopenings and Closings

Nasdaq Securities will open, reopen and close trading differently than listed securities: the Exchange will not
conduct an opening or closing auction and will instead open trading in Nasdaq Securities on a quote at 9:30
a.m., or as soon as possible thereafter, and close on the last sale on the Exchange at 4:00 p.m.

1. Openings and Reopenings

Under Rule 508(a) - NYSE Amex Equities, trading in each Nasdaq Security will open at 9:30 a.m. or as
soon thereafter as possible, or at such other time as may be specified by the Exchange, based on a quote
published by the DMM Unit assigned to each particular security. The DMM Unit is responsible for opening
trading in its assigned Nasdaq Securities by publishing an opening quote at 9:30 a.m. or as soon thereafter
as possible. Prior to publication of the opening quote by the assigned DMM Unit, orders for a Nasdaq Security
will not be accepted by the Exchange and will be systemically canceled back to the customer. However,
until the implementation of trading-in-shares by the Exchange, odd-lot orders in Nasdaq Securities that are
received by the Exchange prior to the opening of trading on the Exchange will be held in Exchange systems
(SDBK) but will not be executed until the first round-lot transaction in each particular security. Please note
that open odd-lot orders may be cancelled by the entering firm at any time.

Because Nasdaq Securities will open on a quote, Rule 15- and 123D- NYSE Amex Equities pre-opening or
opening indications will not be permitted or required. In addition, Rule 115A.20 - NYSE Amex Equities will not
apply and DMM Units will not be permitted or required to hold or represent orders for Nasdaq Securities. See
Rule 508(a) - NYSE Amex Equities.

Under Rule 508(a), trading in Nasdaq Securities will reopen following a halt, suspension or pause in the
same manner as at the beginning of the trading day - with the DMM Unit publishing a quote in its assigned
securities. As with openings, DMMs will be responsible for reopening trading in their assigned securities as
soon as possible after a halt, suspension or pause has been lifted.
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2. Closings

Under Rule 508(b) - NYSE Amex Equities, trading in Nasdaq Securities will close at the end of the regular
trading session at 4:00 p.m., or at such other time as may be specified by the Exchange.

The “Closing Price” in a Nasdaq Security will be set at the price of the last sale of that security on the
Exchange at or prior to the close of regular trading at 4:00 p.m. See Rules 501-, 502- and 508- NYSE
Amex Equities. Orders for Nasdaq Securities that are unexecuted at the close of trading at 4:00 p.m. will be
cancelled.

If, at or just prior to the close of trading at 4:00 p.m., the market for a particular Nasdaq Security is manual or
“slow” (for example, because a gap quote has been published), there will be a single trade at or immediately
after the close that will set the Closing Price. In such circumstances, the DMM will pair off liquidity to the
extent available and then execute the final trade. All residual marketable interest for that security received
prior to the close of trading will first be executed at the Closing Price and then all unexecuted interest for the
security will be cancelled. See Rule 508(b) - NYSE Amex Equities.

When the market for a Nasdaq Security is slow at the close of trading, the DMM Unit must execute the
final trade in the security in a manner consistent with a fair and orderly market, with reference to the trading
characteristics of the stock at issue, including its price, average daily trading volume (“ADTV”), average
volatility, the prior sale of the security on the Exchange and the closing price on the UTP Listing Market.
Members and member organizations should note that Floor Governor approval is required to close a Nasdaq
Security that is slow. See Rule 508(b) - NYSE Amex Equities.

Pursuant to the UTP Plan, transactions in Nasdaq Securities that occur after 4:00 p.m. will be reported to the
Processor with a “.T” designation.

3. Extreme Order Imbalances at the Close

In the event of an extreme order imbalance at or near the close of the regular trading session that couls
result in significant Closing Price dislocation, the procedures of Rule 123C (9) - NYSE Amex Equities, which
permit the Exchange to temporarily suspend the hours of operation for the solicitation and entry of orders into
Exchange systems, will apply. However, because the Exchange will not conduct a closing auction in Nasdaq
Securities, the other provisions of Rule 123C-NYSE Amex Equities will not apply.

F. Assignment of Nasdaq Securities

Nasdaq Securities will be traded within the existing DMM and SLP framework used to trade the Exchange's
listed securities. The Nasdaq Securities Liaison Committee, consisting of NYSE Euronext employees of the
Operations and U.S. Markets Divisions, is responsible for reviewing and admitting Nasdaq Securities for
trading on the Exchange. See Rule 501 - NYSE Amex Equities. At the time a particular Nasdaq Security is
admitted to dealings on the Exchange, the Nasdaq Securities Liaison Committee will assign the security to
a registered and qualified DMM Unit and one or more registered and qualified SLPs in accordance with the
procedures of Rule 504 - NYSE Amex Equities, which are based on the SLP assignment procedures in Rule
107B - NYSE Amex Equities. The Nasdaq Securities Liaison Committee may also, in its discretion, reassign
one or more Nasdaq Securities to a different DMM Unit or to a different SLP or SLPs. See Rule 504 - NYSE
Amex Equities.

1. Assignment to DMM Units

Any Exchange member or member organization may apply to become a DMM Unit in accordance with the
NYSE Amex Equities Rules and, upon approval, be eligible to trade Nasdaq Securities (as well as listed
securities). Existing NYSE Amex Equities DMM Units are automatically eligible for the assignment of Nasdaq
Securities, so long as they qualify in accordance with Rules 98-, 103B(II)- and 504(b)- NYSE Amex Equities.
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This includes the requirements related to Written Supervisory Procedures, information sharing and proper
supervision under Rules 98-, 342.21- and .22-, and 351(e)- NYSE Amex Equities.

Existing NYSE DMM Units that want to trade Nasdaq Securities but are not already registered as a DMM Unit
with the Exchange need to register to ensure proper tracking and systems configuration (again, provided they
qualify in accordance with Rules 98-, 103B(II)- and 504(b)- NYSE Amex Equities). In addition, NYSE DMM
Units seeking to register as such on the Exchange also need to advise their FINRA Regulatory Coordinator
so that FINRA can determine whether such registration triggers different and/or additional financial and
operational requirements, including, but not limited to, those pertaining to net capital under NYSE Amex
Equities Rule 103.20. Individual DMMs that are not already registered with the Exchange need to register to
confirm that they meet all applicable registration requirements and to ensure proper tracking and systems set-
up, including ID Track requirements.

No more than one DMM Unit will be assigned to any Nasdaq Security and member organizations may not be
registered as both the DMM Unit and an SLP for the same security. See Rule 504(b) - NYSE Amex Equities.

The DMM Unit eligibility terms for trading Nasdaq Securities under Rules 98- and 103B(II)- NYSE Amex
Equities are substantially the same as for listed securities, except that the quoting requirement has been
modified. For Nasdaq Securities, as part of its obligation to maintain a continuous two-sided quote with
reasonable size in its assigned securities, a DMM Unit must maintain a quote at the National Best Bid or
Offer in each assigned security an average of at least 10% of the time, or more, during the regular business
hours of the Exchange for each calendar month. Please note that the quoting requirement for Nasdaq
Securities applies on a stock-by-stock basis, rather than aggregated across all securities that the
DMM Unit trades. See Rule 504(b) - NYSE Amex Equities. This quoting requirement is also part of a DMM
Unit's affirmative obligations under Rule 509 - NYSE Amex Equities (see Part H).

2. Assignment to SLPs

Exchange members and member organizations that apply and are approved as SLPs in accordance with
Rule 107B - NYSE Amex Equities are eligible for the assignment of Nasdaq Securities (and listed securities).
Existing NYSE Amex Equities SLPs are automatically eligible for the assignment of Nasdaq Securities so
long as they qualify in accordance with Rule 107B - NYSE Amex Equities.

As with NYSE-registered DMMs and DMM Units, existing NYSE-registered SLPs that want to trade Nasdaq
Securities but are not already registered as an SLP with the Exchange need to register. See Rule 504(c) -
NYSE Amex Equities.

Multiple SLPs may be assigned to a given Nasdaq Security; however, a member organization cannot be both
the DMM Unit and an SLP for the same Nasdaq Security. See Rule 504(c) - NYSE Amex Equities.

In the event an SLP withdraws from its status as an SLP, its Nasdaq Securities will be reassigned to a
different SLP(s) in accordance with Rule 107B - NYSE Amex Equities.

G. Integration of NYSE Amex-listed securities and Nasdaq Securities at posts on the Trading Floor

Nasdaq Securities are allocated for trading at panels exclusively designated for trading listed and/or Nasdaq
Securities on the Exchange. See Rules 103B(IX)- and 504(d)-NYSE Amex Equities.

Under Rule 103B - NYSE Amex Equities, a DMM Unit that is registered to trade both NYSE and Exchange-
listed securities, as well as Nasdaq Securities, may trade all these securities at the same post. However, such
DMM Units must commit sufficient staff for the trading of NYSE-listed securities separate from that for the
trading of Exchangelisted securities and/or Nasdaq Securities at the same post on the Trading Floor. See
also Rule 504(d) - NYSE Amex Equities.

Individual DMMs and support staff are not permitted to trade both NYSE-listed and NYSE Amex-listed
securities and/or Nasdaq Securities at the same time. Intraday moves of individual DMMs and support
staff between panels are permitted, although neither DMMs nor support staff are permitted to be logged
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simultaneously into both an NYSE panel and an Exchange panel. See Rule 504(b) - NYSE Amex Equities.
Firms should review their policies and procedures for the detection, deterrence and prevention of conduct
inconsistent with NYSE Amex Equities Rules 54 and 103 concerning the number of individuals on the Trading
Floor acting as DMMs, proper log-in and log-out practices and intraday role changes. See NYSE Information
Memo 2008-18 (April 3, 2008).

H. DMM Unit Responsibilities

DMM Units registered to trade Nasdaq Securities on the Exchange are required to fulfill their responsibilities
and duties for those securities in accordance with all applicable NYSE Amex Equities Rules and requirements
(“DMM rules”, as defined in Rule 98 - NYSE Amex Equities), including engaging in a course of dealings
for their own account and assisting in the maintenance of a fair and orderly market for those securities in
accordance with Rule 104 - NYSE Amex Equities. See Rule 509 - NYSE Amex Equities. However, there are
three modifications.

First, in lieu of the tiered quoting requirement (5% and 10%) currently in place for listed securities under
Rule 104(a)(1)(A) - NYSE Amex Equities, as part of the obligation to maintain a continuous two-sided
quote with reasonable size, Rule 509(a)(1) requires DMM Units to maintain a quote at the National Best
Bid or Offer (“inside”) in each assigned Nasdaq Security an average of at least 10% of the time, or more,
during the regular business hours of the Exchange for each calendar month. Please note that the quoting
requirement for Nasdaq Securities applies on a stock-by-stock basis, rather than aggregated across
all securities that the DMM Unit trades. As for NYSE Amex-listed securities, time at the inside will be
calculated as the average of the percentage of time the DMM Unit has a bid or offer at the inside, and credit
will be given for executions for the liquidity provided by the DMM Unit. Reserve or other hidden orders
entered by the DMM Unit will not be included in the inside quote calculations. As for listed securities, the
Exchange will provide DMM Units with reports and data regarding their registered securities.

Second, pursuant to Rules 104(f)(ii)- and (iii)- NYSE Amex Equities, DMM Units will continue to be
responsible for maintaining price continuity with reasonable depth for their registered Nasdaq Securities
in accordance with Depth Guidelines published by the Exchange. In addition, in accordance with Rules
104(h)(ii) and (h)(iii)(A), DMM Units will continue to have re-entry obligations and be expected to follow the
published Price Participation Points (“PPPs”) when trading their Nasdaq Securities.

However, in order to ensure that they reflect the characteristics of Nasdaq Securities trading on the
Exchange, the Depth Guidelines and PPPs for Nasdaq Securities will be phased-in and will not be officially
operative until on or around November 1, 2010. Following implementation and roll-out of the pilot program,
the Exchange will collect 60 trading days of data and, within 30 calendar days thereafter, will then implement
the Depth Guidelines and PPPs for Nasdaq Securities. In calculating the Depth Guidelines and PPPs for
Nasdaq Securities, the Exchange will use the same formulas as are used for listed securities and it will
provide the Depth Guidelines and PPPs to the DMM Units in the same manner. Prior to the implementation
of the official Depth Guidelines and PPPs, the Exchange will provide optional parameters for DMM Units to
follow when trading Nasdaq Securities. See Rule 509(a) - NYSE Amex Equities.

Third, DMMs are not required to obtain Floor Official approval prior to engaging as a dealer in transactions for
Nasdaq Securities that fall under Rule 79A.20 - NYSE Amex Equities. However, the other provisions of Rule
79A.20 will still apply. See Rule 509(a) - NYSE Amex Equities.

All other DMM Unit responsibilities and duties under the NYSE Amex Equities Rules continue to apply
the same as for listed securities.

I. Dealings of SLPs

SLPs registered in one or more Nasdaq Securities must fulfill their responsibilities and duties for those
securities in accordance with all applicable NYSE Amex Equities Rules and requirements, including, but not
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limited to, Rule 107B - NYSE Amex Equities. The SLP quoting requirements for Nasdaq Securities are the
same as for securities listed on the Exchange. See Rule 509(c) - NYSE Amex Equities.

J. Liquidity Replenishment Points

Given that the Exchange is not the primary listing market for Nasdaq Securities, the Exchange will not apply

Liquidity Replenishment Points (LRPs) to Nasdaq Securities. 5   See Rule 512 - NYSE Amex Equities.

The Exchange expects that Nasdaq Securities will be more thinly traded on the Exchange, with lower volume
and less liquidity than its listed securities, and that prices for Nasdaq Securities will therefore be more
volatile. As a result, in order to avoid triggering too many “slow” trading situations, the Exchange removed the
application of LRP parameters for trading Nasdaq Securities. Although the Exchange's current determination
is to not apply LRPs to the trading of Nasdaq Securities, it may seek to apply them at a later date if it believes
it will improve the market for these securities. See Rule 512 - NYSE Amex Equities. ETFs and the QQQs will
not trade with LRPs either. See Part O below.

K. Trading Halts, Suspensions or Pauses

The Exchange will follow all applicable NYSE Amex Equities Rules governing halts, suspensions or pauses,
for regulatory and/or non-regulatory purposes, when trading Nasdaq Securities on the Exchange, including
Rules 51-, 80B-, 80C-, 123D- and 510-NYSE Amex Equities. See Rule 515 - NYSE Amex Equities.

In addition, the Exchange will halt, suspend or pause trading in a Nasdaq Security when trading in that
security has been halted, suspended or paused by the UTP Listing Market for regulatory reasons in

accordance with its rules and/or the UTP Plan. 6   The Exchange will also halt or suspend trading in a
Nasdaq Security when the authority under which the security trades on the Exchange or the UTP Listing
Market has been revoked. This can occur when the Nasdaq Security at issue is no longer designated as
an “eligible security” pursuant to the UTP Plan or is no longer listed with the UTP Listing Market. Also, if the
Exchange has removed a Nasdaq Security from dealings trading will be halted or suspended. See Rule 515
- NYSE Amex Equities. The Exchange will implement a halt, suspension or pause via STF or Display Book
(depending on the reason for the halt) in the same manner as is done for listed securities now.

Any orders for a Nasdaq Security that are in the Display Book unexecuted at the time trading is
halted, suspended or paused on the Exchange will be cancelled and the Exchange will not accept any
new orders for the affected security for the duration of the halt.

In the event that trading of a Nasdaq Security or Nasdaq Securities is halted, suspended or paused pursuant
to Rule 515 - NYSE Amex Equities, trading of the affected security or securities will resume in accordance
with the procedures of applicable NYSE Amex Equities Rules, the rules of the UTP Listing Market and/or the
UTP Plan. Pursuant to Rule 508 - NYSE Amex Equities, trading on the Exchange will resume on a quote
published by the DMM Unit . Please note that, because the Display Book for a Nasdaq Security or Nasdaq
Securities will essentially be reset during a trading halt, suspension or pause, Rule 123D - NYSE Amex
Equities indications will not apply. See Rules 508(a)- and 515 - NYSE Amex Equities.

L. Off-Hours Trading

Executions in Nasdaq Securities may be entered in the Exchange's Off-Hours Trading Facility as part of an
aggregate-price (“basket”) order, or as a closing-price order entered to offset a transaction made in error. See

Rules 511- and 900- NYSE Amex Equities. 7 

M. Trading Ahead of Customer Limit or Market Orders

Rules 513- and 514- NYSE Amex Equities prescribe limitations on proprietary trading by members and
member organizations holding unexecuted customer orders in Nasdaq Securities.
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In order to harmonize the obligations for members and member organizations trading Nasdaq Securities on
the Exchange with their existing obligations for trading those securities off-Exchange, the Exchange adopted
Rules 513- and 514- NYSE Amex Equities, which are substantially similar to FINRA's “Manning Rule” (NASD
Interpretive Material 2110-2 and NASD Rule 2111). Subject to some technical amendments to apply the
Rules to the Exchange, Rule 513 - NYSE Amex Equities is based on NASD IM-2110-2 and Rule 514 - NYSE
Amex Equities is based on NASD Rule 2111.

In summary, a member firm handling an unexecuted customer order in a Nasdaq Security will not be
permitted to execute a proprietary trade for that security at a price that would satisfy the customer's order
without executing the customer's order at that price. Correspondingly, Rules 513- and 514- NYSE Amex
Equities exempt Exchange members and member organizations from Rule 92 - NYSE Amex Equities for the
purposes of trading Nasdaq Securities.

Notwithstanding the exemption from Rule 92 - NYSE Amex Equities, members and member organizations
must still comply with all other applicable NYSE Amex Equities Rules, any and all applicable rules or
regulations of the UTP Listing Market or FINRA and the federal securities laws and the rules thereunder,
related to proprietary trading while holding unexecuted customer orders in the same security.

N. Reporting and Recordkeeping; Clearance and Settlement

Similar to the adoption of the Manning Rule, in order to harmonize the obligations for members and member
organizations trading Nasdaq Securities on NYSE Amex with their existing obligations for trading those
securities on other markets, the Exchange has adopted a modified framework for audit trail reporting of
Nasdaq Securities.

Under the framework of Rule 516 - NYSE Amex Equities, members and member organizations
trading Nasdaq Securities on the Exchange are subject to either FINRA's OATS requirements or the
Exchange's FESC and OTS requirements, but not both.

1. Exchange-only, non-FINRA members and member organizations

First, pursuant to Rule 516 - NYSE Amex Equities, Exchange-only, non-FINRA members or member
organizations trading Nasdaq Securities on the Exchange are subject to the Exchange's FESC and OTS
requirements in accordance with Rules 123- and 132B- NYSE Amex Equities, unless covered by an
exemption. These requirements will function the same as for listed securities.

2. Dual NYSE Amex/FINRA members and member organizations

Under Rule 516 - NYSE Amex Equities, dual NYSE Amex/FINRA members and member organizations are
subject to FINRA's OATS requirements (FINRA Rule Series 7400) for orders in Nasdaq Securities, unless
FINRA's rules provide an exemption. For example, similar to the NYSE Amex Equities Rules, FINRA Rule
7410(j) exempts members acting in the capacity of a market maker for a Nasdaq Security (i.e. DMM Units)

from complying with the OATS requirements. 8   Rule 516 - NYSE Amex Equities includes an exemption
from the Exchange's FESC and OTS requirements for any dual NYSE Amex/FINRA members or member
organizations that are also subject to FINRA's OATS requirements.

3. Certain Floor broker orders and transactions

In addition, Rule 516 - NYSE Amex Equities provides a carve-out for certain Floor broker orders and
transactions, regardless of whether a Floor broker is also a FINRA member.

Most orders received by a Floor broker are received through Exchange systems (i.e. the Common Customer
Gateway or “CCG”), where the orders are automatically captured in the systems that feed the Exchange's
audit trail and then processed in accordance with their handling instructions. Thus, under Rule 516 -
NYSE Amex Equities, when a Floor broker receives an order in a Nasdaq Security that is first routed to the
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Exchange through CCG, such a transaction is exempt from FINRA's OATS requirements regardless of the

Floor broker's FINRA membership status. 9   For such transactions, Floor brokers must instead comply with
the Exchange's FESC and OTS requirements, under Rules 123- and 132B- NYSE Amex Equities.

However, in the case of orders in Nasdaq Securities that are received by a Floor broker by means other than
an Exchange system (e.g., orders received over the telephone), the Floor broker would need to comply with
FINRA's OATS requirements. In addition, any Floor broker member firm approved to route orders away from
the Exchange pursuant to Rule 70.40 - NYSE Amex Equities, and orders in Nasdaq Securities handled by
such firms, would be subject to FINRA's OATS requirements.

4. DMM Unit Transactions

DMM Units must report DMM transactions in Nasdaq Securities in the same manner as for listed securities in
accordance with NYSE Amex Equities Rules, including Rule 104A.

5. Clearance and Settlement

Under Rule 518 - NYSE Amex Equities, members and member organizations that conduct transactions
involving Nasdaq Securities on the Exchange must comply with all applicable NYSE Amex Equities Rules
related to clearance and settlement of such transactions.

O. Assignment and Trading of the Invesco PowerShares QQQ TM and Other Structured Products

1. Assignment

The Invesco PowerShares QQQ TM Exchange Traded Fund (the “QQQs”) will be included in the Nasdaq
Securities pilot program. At this time, no other exchange traded funds or structured products will be included.
The Exchange has adopted a set of special requirements governing the assignment and trading of the QQQs

and its component securities. 10 

Under Rule 504 - NYSE Amex Equities, a DMM Unit may be registered in the QQQs, as well as a component
security or securities of the QQQs, provided that at the time of assignment (i) no single component in
which the DMM Unit is registered exceeds 10% of the index or portfolio underlying the QQQs, and (ii) all
components in which the DMM Unit is registered do not in the aggregate exceed 20% of the underlying index
or portfolio (i.e., the Nasdaq-100). Subsequently, if during any given month a single component security or
group of securities in which the DMM Unit is registered exceeds these concentration measures on an average
basis, the Nasdaq Liaison Committee will reassign either the QQQs or the component security or securities to
another DMM Unit as needed to achieve compliance with the concentration measures.

In addition, under Rule 504 - NYSE Amex Equities the DMM Unit registered in the QQQs has an independent
obligation to calculate, monitor and report to the Exchange on a monthly basis the component security
or securities in which it is registered, the average percentage of the underlying index or portfolio of each
individual component during the month, and the total average aggregate percentage of the underlying index
or portfolio of all components during the month. If these levels are exceeded the DMM Unit must report this to
the Exchange as soon as possible.

2. Prospectus Requirements

Initially, the QQQs is the only Nasdaq Security that is a structured product or ETF that the Exchange will
trade, though the Exchange may admit other such securities for trading in the future.

The QQQs are considered a “new derivative securities product”, as defined in Rule 19b-4(e) of the Act. In
accordance therewith, the Exchange will distribute an information circular prior to the commencement of
trading in the QQQs that generally includes substantially the same information as contained in the information
circular provided by the UTP Listing Market, including: (a) the special risks of trading the product; (b) the
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Exchange Rules that will apply to the product, including Rule 405- NYSE Amex Equities; (c) information
about the dissemination of the value of the underlying assets or indexes; and (d) the risks of trading outside
of the regular trading session for the product due to the lack of calculation or dissemination of the value of
the underlying assets or index, the intra-day indicative value or a similar value. See Rule 510 - NYSE Amex
Equities. A copy of the Information Circular for the QQQs is available on the Exchange's website, NYSE
Amex Information Memo 10-33 (July 12, 2010).

Members and member organizations that trade the QQQs are subject to the prospectus delivery requirements
of the Securities Act of 1933 and must provide a prospectus to all purchasers of the security, unless subject
to an exemption. In the event that an exemption from certain prospectus delivery requirements applies
pursuant to Section 24(d) of the Investment Company Act of 1940, Rule 510(c) - NYSE Amex Equities
requires members and member organizations trading the QQQs to provide purchasers of the security with
a written description of its terms and characteristics at the time confirmation of the first transaction in the
security is delivered to the purchaser. In addition, members and member organizations are required to include
a written description with any sales material relating to the QQQs that they provide to customers or the public.
Any other written materials provided by a member or member organization to customers or the public making
specific reference to the QQQs as an investment vehicle must include a statement that such materials are
available. See Rule 510 - NYSE Amex Equities.

Members or member organizations carrying omnibus accounts for non-members will be required to inform
non-members that execution of an order to purchase the QQQs for the omnibus account will be deemed to
constitute agreement by the non-member to make such written description available to its customers on the
same terms as are directly applicable to members and member organizations under this Rule. Upon request
of a customer, a member or member organization shall also provide a prospectus for the QQQs. See Rule
510 - NYSE Amex Equities.

3. Trading Halts

In order to accommodate the trading of the QQQs (or other structured products or ETFs), the Exchange
adopted certain additional requirements for trading halts. If a temporary interruption occurs in the calculation
or wide dissemination of the intraday indicative value, the value of the underlying index, portfolio or
instrument, or similar value of a product, and the UTP Listing Market halts trading in the product, upon
notification by the UTP Listing Market, the Exchange will also immediately halt trading in the product.

For an ETF that is listed on Nasdaq, such as the QQQs, Nasdaq rules permit it to halt trading in such
securities when net asset value or other information is not being properly disseminated as required (see
Nasdaq Rule 4120(a)(9) - (10)). Pursuant to the UTP Plan, Nasdaq is required to use the national market
system communication media to notify other participants of such a halt and, upon such notification, the
Exchange will halt trading in the affected security in accordance with the NYSE Amex Equities. The Exchange
may resume trading in the product only when dissemination of the net asset value or disclosed portfolio
resumes to all market participants at the same time or when trading in the product resumes on the UTP
Listing Market.

P. Limitation of Liability

Because the Exchange will be relying on data feeds from the UTP Listing Market for the trading of Nasdaq
Securities, Rule 522 - NYSE Amex Equities limits liability for any loss, damage, claim or expense arising from
any inaccuracy, error, delay or omission of any data or information regarding Nasdaq Securities, including,
but not limited to, the collection, calculation, compilation, reporting or dissemination of any Nasdaq Security
Information, as defined in Rule 522 - NYSE Amex Equities, except as provided in Rules 17- and 18- NYSE
Amex Equities. In addition, the Exchange also expressly disclaims making any express or implied warranties
with respect to any Nasdaq Security, any Nasdaq Security Information, or the underlying index, portfolio or
instrument that is the basis for determining the component securities of an ETF. See Rule 522 - NYSE Amex
Equities.
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Q. Amendments to NYSE Amex Disciplinary Rule 476A

Finally, the Exchange amended NYSE Amex Disciplinary Rule 476A Part 1A to include certain of the NYSE
Amex Equities Rule 500 Series in the Exchange's Minor Rule Violation Plan. Violations of the listed Rules
are subject to the fine schedule in Rule 476A. For individuals, first offenses may be charged $500.00, second
offenses may be charged $1,000.00, and subsequent offenses may be charged $2,500.00. For member
firms, first offenses may be charged $1,000.00, second offenses may be charged $2,500.00, and subsequent
offenses may be charged $5,000.00.

IV. Staff Contacts

Current NYSE Amex Equities DMM Units and/or SLPs that are interested in trading Nasdaq Securities should
contact Client Relationship Services at (212) 656-2815 or crs@nyx.com.

Firms interested in registering as a DMM Unit or SLP for the purposes of trading Nasdaq Securities should
also contact Client Relationship Services.

Questions concerning these rule changes may be addressed to the following:

Todd Abrahall, NYSE Operations, at (212) 656-4966;

Jason Harman, NYSE Regulation, at (212) 656-2661.

___________________________

NYSE Regulation, Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release No. 62479 (July 9, 2010)(order approving SR-
NYSEAmex-2010-31). The NYSE Amex Equities Rule 500 Series is numbered consecutively from 500 to
525; however, some rules are expressly reserved and are not referenced herein.

2  See Rule 500 - NYSE Amex Equities. The pilot program is initially scheduled to run until September 30,
2010, the same date that the New York Stock Exchange LLC's ("NYSE") New Market Model ("NMM")
pilot program expires. Because the Nasdaq Securities program relies on the NMM systems and facilities,
the Exchange will extend the Nasdaq Securities program as needed to track the NYSE's NMM program
and will file for permanent approval once the NYSE files for permanent approval of the NMM.

3  The NYSE Amex Equities Rules do not apply to the trading of Nasdaq-listed securities conducted on
NYSE MatchPoint.

4  Please note that the Exchange has filed and expects to receive approval of a rule filing to incorporate the
receipt and execution of odd-lot interest into the round lot market and to decommission the use of the
odd-lot system ("trading-in-shares"). See Securities Exchange Act Release No. 62169 (May 25, 2010),
75 FR 31494 (June 3, 2010) (SR-NYSEAmex-2010-43). Nasdaq Securities will trade in accordance with
these rule changes once they are approved.

5  Although the functionality to calculate LRPs for trading Nasdaq Securities will remain, the Exchange
will set the parameters at levels such that it becomes extremely unlikely that they will ever be triggered
during trading on the Exchange.

6  Under Rule 501 - NYSE Amex Equities, the Exchange defines the term "UTP Listing Market" to have the
same meaning as the term "Listing Market", as defined under the "UTP Plan" (also defined therein).

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

426

http://researchhelp.cch.com/License_Agreement.htm


7  The Exchange amended the definition of “aggregate-price order” under Rule 900 - NYSE Amex Equities
in order to accommodate trading Nasdaq Securities in the Off-Hours Trading Facility.

8  DMM Units are also exempt from FESC and OTS. See Rules 123.21- and 132B(f)- NYSE Amex
Equities. Rules 123- and 132B- have been amended so that they apply to both securities listed on the
Exchange and securities “traded” on the Exchange, which includes Nasdaq Securities. In addition, Rules
342- and 351- NYSE Amex Equities, which require members and member organizations to provide any
trading information requested by the Exchange, have also been amended to apply to both listed and
traded securities.

9  The Exchange received formal interpretive guidance from FINRA that Rule 7440(c)(6) exempts such
transactions from FINRA's OATS requirements.

10  For the purposes of trading Nasdaq Securities, all references to an "Exchange Traded Fund" or
"ETF" in the NYSE Amex Equities Rules shall refer to "the Invesco PowerShares QQQ TM." See Rule
501(b) - NYSE Amex Equities. Although the Exchange may in the future seek to trade other Nasdaq-
listed exchange traded funds or similar products, the Exchange will initially trade only the Invesco
PowerShares QQQ TM.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 10-33

Click to open document in a browser

July 12, 2010

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL NYSE AND NYSE AMEX EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: INVESCO POWERSHARES QQQtrade; EXCHANGE-TRADED FUND

I. Purpose

The purpose of this Information Circular is to provide NYSE Amex LLC (“NYSE Amex” or the “Exchange”)
members and member organizations with certain information concerning the Invesco PowerShares QQQTM
exchange-traded fund (“QQQs” or “Shares”), which has been approved for trading on NYSE Amex Equities in
accordance with the Exchange's new Nasdaq Securities Pilot Program.

Issuer Symbol CUSIP DMM Unit/Post
 

PowerShares QQQ
Trust SM, Series 1 QQQQ 73935A 104 GETCO Securities, #11

The QQQs will commence trading on July 13, 2010. For more information on the Exchange's Nasdaq

Securities Pilot Program, please see the related filing. 1 

Please note that this Information Circular discusses the need to deliver a prospectus to customers
purchasing shares of the QQQs.

II. Background Information on the Trust

As described more fully in its Registration Statement (Nos. 333-61001 and 811-8947) and Prospectus,
shares of the QQQs are issued by the PowerShares QQQ Trust SM, Series 1 (“Trust”), a unit investment trust
registered under the Securities Act of 1933, as amended (“‘33 Act”), and the Investment Company Act of

1940, as amended (“’40 Act”). 2 

The Trust is governed by an agreement between The Bank of New York Mellon (“Trustee”) and Nasdaq
Global Funds, the predecessor to the current sponsor Invesco PowerShares Capital Management
LLC (“Sponsor”), which acts as the investment adviser to the Trust. The Trustee acts as the custodian,
administrator, accounting agent and transfer agent for the Trust. ALPS Distributors, Inc. is the distributor for
the Trust (“Distributor”).

The Trust seeks investment results that correspond generally to the price and yield performance, before fees
and expenses, of the Nasdaq-100 Index® (“Index”). The Index is a modified market capitalization-weighted
index of 100 of the largest nonfinancial securities listed on the Nasdaq Stock Market. The Trust generally
invests in all of the securities comprising the Index in proportion to their weightings. However, under various
circumstances, it may not be possible or practical to purchase all of those securities in those weightings and
the Trust may instead purchase a sample of the securities in the Index as a whole.

The Trust issues and redeems in-kind shares of the QQQs on a continuous basis in blocks of 50,000 shares
(“Creation Units”) at their net asset value (“NAV”), which is calculated at the close of trading, normally
4:00 p.m. Eastern Time (“ET”), on each day that the Nasdaq Stock Market is open for business. The NAV
is calculated by dividing the value of the net assets of the Trust (i.e., the total value of its assets less all
liabilities) by the number of shares of the QQQs outstanding, rounded to the nearest cent. The NAV is

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

428

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P10-33%2909013e2c864be5b5?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


available from the Distributor and is also available to National Securities Clearing Corporation (“NSCC”)
participants through data made available from NSCC. The Trust also lists the shares of the QQQs individually
on the Nasdaq Stock Market.

The Depository Trust Company (“DTC”), or its nominee, is the record or registered owner of all outstanding
shares of the QQQs and serves as depository for the shares, which are held in book-entry form only. Stock
certificates are not issued.

Distribution of dividends from net investment income, if any, are declared and paid by the Trust on a quarterly
basis. Net realized capital gains, if any, are distributed by the Trust at least annually. The Trust may make
additional distributions after the end of the year in order to satisfy certain distribution requirements imposed
by the Internal Revenue Code of 1986, as amended (the “Code”). Although income distributions, if any, are
currently made on a quarterly basis, the Trustee reserves the right to vary the frequency of distributions. The
Registration Statement and Prospectus describe the various fees and expenses for the Trust.

III. Principal Risks

Interested persons are referred to the Prospectus for a more complete description of the risks associated
with an investment in the QQQs. These risks include the risk that the value of the QQQs may fluctuate in
accordance with the financial condition of the issuers of the underlying securities or the value of common
stock in general, or due to other factors. There is also a risk that the Trust's return may not match the return of
the Index for any of a number of reasons, including the incursion of operating expenses and transaction costs
not applicable to the Index. In addition, as noted in the Prospectus, the QQQs may trade at market prices
that differ from the NAV: the NAV fluctuates with changes in the market value of the Trust's holdings while the
market price of each individual share of the QQQs fluctuates in accordance with the supply and demand for
the shares on the Exchange and in the broader market as a whole, as well as changes in NAV.

IV. Exchange Rules Applicable to Trading the QQQs

The QQQs are considered equity securities and are subject to the NYSE Amex Equities Rules, including
NYSE Amex Equities Rules 500 - 525.

V. Trading Hours

The value of the Index will be disseminated every 15 seconds during the Exchange's regular trading session
from 9:30 a.m. ET until 4:00 p.m. ET. The trading increment for the QQQs will be $0.01, in accordance with
NYSE Amex Equities Rule 62.

Members and member organizations are reminded of NYSE Amex Equities Rule 510 regarding customer
disclosures and that trading in the QQQs during the Exchange's Off-Hours Trading Facility may result in
additional risk, which includes: (i) that the value of the Index may not be updated during the Off-Hours Trading
Facility, (ii) lower liquidity in the Off-Hours Trading Facility may impact pricing of the QQQs, (iii) higher
volatility in the Off-Hours Trading Facility may impact pricing of the QQQs, (iv) wider spreads may occur in
the Off-Hours Trading Facility, and (v), since the value of the Index is not calculated or widely disseminated
during the Off-Hours Trading Facility, an investor who is unable calculate an implied value for the QQQs in
those sessions may be at a disadvantage to market professionals.

VI. Suitability

Members and member organizations are reminded of their obligations under NYSE Amex Equities Rule 405,
whereby the member or member organization shall use due diligence to learn the essential facts relative to
every customer prior to trading the QQQs or recommending a transaction in the QQQs or that an investment
in the QQQs is suitable for the customer. Members and member organizations should adopt appropriate
procedures for the opening and maintaining of accounts, including the maintaining of records prescribed
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by any applicable regulatory organization and by the rules and regulations of the Securities and Exchange
Commission (“Commission” or “SEC”).

VII. Trading Halts, Suspensions or Pauses

Pursuant to NYSE Amex Equities Rules 510, the Exchange will halt or suspend trading in the QQQs upon
notification by the primary listing market (i.e. Nasdaq Stock Market) that (i) an interruption in the calculation or
wide dissemination of the value of the Index has occurred and that it will halt trading in the QQQs; or (ii) the
NAV of the QQQs is not being disseminated to all market participants at the same time.

In accordance with NYSE Amex Equities Rule 515, the Exchange will also halt, suspend or pause trading in
the QQQs when (i) the Nasdaq Stock Market halts, suspends or pauses trading in the QQQs for regulatory
purposes in accordance with its rules and/or the UTP Plan, or (ii) the QQQs is no longer listed with the
Nasdaq Stock Market, or (iii) the QQQs are no longer an eligible security under the UTP Plan or are no longer
admitted to trading on the Exchange. The Exchange will also halt, suspend or pause trading in the QQQs
in accordance with any other applicable NYSE Amex Equities Rules. In addition, the Exchange may halt or
suspend trading in any security, including the QQQs, if necessary for the protection of investors and/or in the
public interest.

The Exchange will resume trading the QQQs following a halt, suspension or pause of trading in accordance
with NYSE Amex Equities Rules 510 and 515.

VIII. Delivery of the Prospectus

Consistent with the requirements of the '33 Act and the rules thereunder, anyone purchasing shares of the
QQQs directly from the Trust (by delivery of the designated securities underlying the Index) must receive a
copy of the Prospectus. In addition, members and member organizations purchasing shares of the QQQs
from the Trust for resale to investors must deliver a copy of the Prospectus to such investors.

Copies of the Prospectus may be obtained through the Sponsor's website at www.invescopowershares.com.
The Prospectus does not contain all of the information set forth in the Registration Statement, including
the exhibits to the Registration Statement, parts of which have been omitted in accordance with the rules
and regulations of the Commission. For more information about the Trust, please refer to the Registration
Statement, which may be obtained at www.sec.gov.

In the event that the Trust relies upon an order by the Commission exempting the QQQs from certain
prospectus delivery requirements under Section 24(d) of the '40 Act and instead makes available a written
product description, NYSE Amex Equities Rule 510 requires members and member organizations to provide
to all purchasers of the QQQs with a written description of the terms and characteristics of such securities
in a form prepared by the Trust no later than the time a confirmation of the first transaction in the QQQs is
delivered to such purchaser. In addition, members and member organizations shall include such a written
description with any sales material relating to the QQQs that is provided to customers or the public. Any other
written materials provided by a member or member organization to customers or the public making specific
reference to the QQQs as an investment vehicle must include a statement in substantially the following form:

“A circular describing the terms and characteristics of shares of the QQQs has been prepared by the
Trust and is available from your broker. It is recommended that you obtain and review such circular
before purchasing shares of the QQQs. In addition, upon request you may obtain from your broker a
prospectus for shares of the QQQs.”

A member or member organization carrying an omnibus account for a non-member is required to inform such
non-member that execution of an order to purchase the QQQs for such omnibus account will be deemed to
constitute agreement by the non-member to make such written description available to its customers on the
same terms as are directly applicable to members and member organizations under NYSE Amex Equities
Rule 510.
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Upon request of a customer, members and member organizations shall also provide a copy of the Prospectus
for the QQQs.

IX. Exemptive, Interpretive and No-Action Relief Under Federal Securities Regulations

The Commission has issued a No-Action Letter dated March 3, 1999, for the Nasdaq-100 Trust (File No. TP
99-74) (“March 3, 1999 Letter”). See also No-Action Letters dated August 17, 2001, November 21, 2005,
October 24, 2006, and April 9, 2007 (collectively, the “No-Action Letters”), granting exemptive, interpretive
and no-action relief from certain provisions of and rules under the Securities Exchange Act of 1934 (“'34 Act”
or “SEA”) for exchange-traded funds listed and traded on a registered national securities exchange that meet
certain criteria. Members and member organizations are referred to the full text of these letters, available at
www.sec.gov, for additional information.

A. Regulation M

Generally, Rule 101 of Regulation M is an anti-manipulation regulation that, subject to certain exceptions,
prohibits any “distribution participant” and its “affiliated purchasers” from bidding for, purchasing, or attempting
to induce any person to bid for or purchase, any security which is the subject of a distribution until after the
applicable restricted period, except as specifically permitted in the Regulation. The provisions of Rule 101 of
Regulation M apply to underwriters, prospective underwriters, brokers, dealers, or other persons who have
agreed to participate or are participating in a distribution of securities. See March 9, 1999 Letter.

In the March 9, 1999 Letter, the Commission confirmed that the Trust is excepted under paragraph (c)(4) of
Rule 101 of Regulation M thus permitting persons who may be deemed to be participating in a distribution
of Shares to bid for or purchase Shares during their participation in such distribution. The Commission also
confirmed the interpretation of Rule 101 of Regulation M that a redemption of Creation Unit size aggregations
of Shares and the receipt of Index Securities in exchange therefor by a participant in a distribution of Shares
would not constitute an “attempt to induce any person to bid for or purchase a covered security, during the
applicable restricted period” within the meaning of Regulation M, and therefore would not violate Regulation
M. See also the No-Action Letters.

Rule 102 of Regulation M prohibits issuers, selling security holders, or any affiliated purchaser of such person
from bidding for, purchasing, or attempting to induce any person to bid for or purchase a covered security
during the applicable restricted period in connection with a distribution of securities effected by or on behalf
of an issuer or selling security holder. Rule 100 of Regulation M defines “distribution” to mean any offering
of securities that is distinguished from ordinary trading transactions by the magnitude of the offering and the
presence of special selling efforts and selling methods. See March 9, 1999 Letter.

In the March 9, 1999 Letter, the Commission also confirmed that the Trust is excepted under paragraph (d)
(4) of Rule 102 of Regulation M thus permitting the Trust to redeem Shares in Creation Unit size aggregations
during the continuous offering of Shares. See also the No-Action Letters.

B. SEA Rule 10b-10

In the March 9, 1999 Letter, the Commission exempted the Trust from the requirements of Rule 10b-10 to
permit broker-dealers who create or redeem Shares on behalf of their customers to confirm such creation or
redemption transactions without providing a statement of the identity, price, and number of shares of each
creation or redemption transaction. This exemptive relief is subject to the following conditions:

(a) any confirmation statement of a Share creation or redemption transaction that omits any of the
information specified by paragraph (a) of Rule 10b-10 will contain a statement that such omitted
information will be provided to the customer upon request;

(b) all such requests will be fulfilled in a timely manner in accordance with paragraph (c) of Rule
10b-10; and
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(c) confirmation statements of Share creation and redemption transactions will contain all of the
information specified in paragraph (a) of Rule 10b-10 other than the identity, price, and number of
shares of each Index Security tendered or received by the customer in the transaction.

See also the No-Action Letters.

C. SEA Rule 10b-17

In the March 9, 1999 Letter, the Commission exempted the Trust with respect to transactions in Shares from
the requirements of SEA Rule 10b-17, which, with certain exceptions, require an issuer of a class of publicly-
traded securities to give notice of certain specified actions (for example, dividend distributions, stock splits, or

rights offerings) relating to such class of securities. 3   See also the No-Action Letters.

D. Section 11(d)(1)); SEA Rules 11d1-1 and 11d1-2

Section 11(d)(1) of the '34 Act generally prohibits a person who is both a broker and a dealer from effecting
any transaction in which the broker-dealer extends credit to a customer on any security which was part of
a new issue in the distribution of which he participated as a member of a selling syndicate or group within
thirty days prior to such transaction. In the March 9, 1999 Letter, the Commission clarified that Section 11(d)
(1) does not apply to broker-dealers that do not create Shares but engage in both proprietary and customer
transactions in Shares exclusively in the secondary market.

The No-Action Letters extended this relief to permit broker-dealers that act as authorized participants of
certain exchange-traded funds, which would include the QQQs, to extend or maintain or arrange for the
extension or maintenance of credit to or for customers on shares of such a fund, subject to the following
conditions:

(a) neither the broker-dealer, nor any natural person associated with such brokerdealer, directly or
indirectly, receives from the fund complex any payment, compensation or other economic incentive
to promote or sell shares of the fund to persons outside the fund complex, other than non-cash
compensation permitted under NASD Rule 2830; and

(b) the broker-dealer does not extend, maintain or arrange for the extension or maintenance of credit
to or for a customer on shares of the fund before thirty days have passed from the date that the
fund's shares initially commence trading (except to the extent that such extension, maintenance or
arranging of credit is otherwise permitted pursuant to SEA Rule 11d1-1).

In the March 9, 1999 Letter, the Commission also clarified that, for purposes of SEA Rule 11d1-2, if
broker-dealers treat the Shares as “securities issued by a registered … unit investment trust as defined
in the Investment Company Act of 1940” and thereby extend or maintain or arrange for the extension or
maintenance of credit on Shares that have been owned by the persons to whom the credit is provided for
more than 30 days, broker-dealers may do so in reliance on the exemption contained in the Rule.

E. SEA Rule 14e-5

In the No-Action Letters, the Commission exempted certain exchange-traded funds from the requirements
of SEA Rule 14e-5, which, among other things, prohibits any covered person (including dealer-managers)
in connection with a tender offer for equity securities from, directly or indirectly, purchasing or arranging
to purchase any subject or related securities except as part of the offer, from the time the offer is publicly
announced until its expiration. Thus, while acting as dealer-manager of a tender offer for a component
security of a fund, a dealer-manager is prohibited from purchasing or arranging to purchase that component
security until the expiration of the offer. The Commission's exemption provides that any person acting as
a dealer-manager of a tender offer for a component security may (1) redeem fund shares in Creation Unit
size aggregations for component securities that may include a security subject to such tender offer, and (2)
purchase fund shares during such tender offer.
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In addition, in the No-Action Letters the Commission also confirmed its no-action position under Rule 14e-5
when a broker-dealer acting as a dealer-manager of a tender offer for a component security of a fund
purchases such a component security in the secondary market for the purpose of tendering the security to
purchase a Creation Unit size aggregation of fund shares, if such transactions are effected as adjustments
to such a basket in the ordinary course of business as a result of a change in the composition of the relevant
index.

F. SEA Rules 15c1-5 and 15c1-6

In the March 9, 1999 Letter, the Commission confirmed that the Trust is exempt from the requirements of
SEA Rules 15c1-5 and 15c1-6. See also the No-Action Letters.

* * * * *

This Information Circular is not a Prospectus. Members and member organizations should consult
the Trust's Registration Statement and Prospectus, as well as www.invescopowershares.com, for
relevant information.

___________________________

NYSE Regulation, Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release No. 62479 (July 9, 2010)(order approving SR-
NYSEAmex-2010-31). For a complete description of the QQQs, visit www.invescopowershares.com.

2  Copies of the Registration Statement may be obtained at www.sec.gov and copies of the Prospectus
may be obtained at www.invescopowershares.com.

3  In the March 9, 1999 Letter, the Commission noted that it had also granted the Trust an exemption from
Section 4(2) of the '40 Act to permit the Trust to register as a unit investment trust and to issue non-
redeemable securities. Rule 10b-17 was later amended (paragraph (c)) to provide that redeemable
securities issued by a unit investment trust registered with the Commission under the '40 Act are exempt
from the requirements of the Rule.
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June 30, 2010

   TO: ALL NYSE AND NYSE AMEX EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: New Rule 80B Circuit Breaker Levels for Third Quarter 2010

EFFECTIVE July 1, 2010 to September 30, 2010

Rule 80B trading halts will be triggered when the Dow Jones Industrial Average (“DJIA”) declines below its
closing value on the previous trading day by:

1,000 points (Level 1)

2,050 points (Level 2)

3,050 points (Level 3)

NYSE and NYSE Amex Equities Rule 80B

Whenever a Rule 80B circuit breaker is in effect, trading in all stocks on NYSE and NYSE Amex Equities will
halt for the time periods specified below.

Level 1 Halt

• anytime before 2:00 p.m. - one hour;
• 2:00 p.m. to 2:30 p.m. - 30 minutes;
• at or after 2:30 p.m. - trading shall continue, unless there is a Level 2 Halt.

Level 2 Halt

• anytime before 1:00 p.m. - two hours;
• 1:00 p.m. to 2:00 p.m. - one hour;
• at or after 2:00 p.m. - trading shall halt and not resume for the rest of the day.

Level 3 Halt

• at any time - trading shall halt and not resume for the rest of the day.

A complete discussion of the calculation of trigger values for Rule 80B was published in NYSE Information
Memo No. 98-15, dated April 13, 1998.

Questions concerning this Information Memo should be directed to Patricia Bergholc, On Floor Surveillance,
at (212) 656-4948, or Jason Harman, Office of the General Counsel, at (212) 656-2661.

___________________________

NYSE Regulation, Inc.

NYSE and NYSE Amex Equities Rule 80B

Effective through 9/30/10

Point Decline in DJIA:

Level 1 Before 2:00 p.m. 2:00 p.m. to 2:30 p.m. At or After 2:30 p.m.
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1,000 1 hour 30 minutes
No halt unless
reach Level 2

* * * * * * * * * *
Level 2 Before 1:00 p.m. 1:00 p.m. to 2:00 p.m. At or After 2:00 p.m.

2,050 2 hours 1 hour Halt, and not resume
* * * * * * * * * *

Level 3
3,050 At any time: halt and not resume

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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June 21, 2010

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: RULE 122 (ORDERS WITH MORE THAN ONE BROKER)

I. Purpose

The purpose of this Member Education Bulletin is to remind members and member organizations of the
requirements under NYSE and NYSE Amex Equities (collectively, the “Exchange”) Rule 122 related to
maintaining orders with more than one broker.

II. Exchange Rule 122

Exchange Rule 122 prohibits members and member organizations from maintaining with more than one
broker (whether with one or multiple member organizations), for execution on the Exchange, market orders or
orders at the same price for the purchase (sale) of the same security with knowledge that such orders are for
the account of the same principal (“Same Side Orders”). Such activity could result in a customer or principal

receiving greater representation than is permissible under Exchange parity rules. 1   In assessing whether
orders are considered Same Side Orders, orders are generally presumed to be for the account of the same
principal where the same individual or entity has a direct or indirect interest in the account. Members and
member organizations are reminded of their obligations under Exchange Rule 405 to use due diligence to
learn the essential facts relative to every customer and order.

Any attempt by a member or member organization to circumvent Exchange Rule 122 by having more than
one Floor broker representing Same Side Orders will be deemed as conduct inconsistent with just and
equitable principles of fair trade in violation of Exchange Rule 2010. Similarly, members are reminded that it
would be inconsistent with just and equitable principles of trade and therefore a violation of Exchange Rule
2010 for a member or its employees to encourage or advise a non-member to break up Same Side Orders.

Exchange Rule 122 permits a Floor broker to transmit from a hand-held terminal to the Display Book®
system or verbally represent a portion of an order, while retaining the balance of the order. Members are
further reminded that in such instances, the Floor broker may not make a bid (offer) on behalf of the retained
balance of the order at a price at which the portion of the order transmitted to the Display Book® system may
also be represented in a bid (offer) or executed, until the portion of the order transmitted to the Display Book®
system has been executed or cancelled.

III. Supervision

Members and member organizations, both on and off-Floor, are reminded that pursuant to Exchange Rule
342 they must have adequate written policies, procedures, and supervisory controls reasonably designed
to detect and deter potential violations of Exchange Rule 122, including the conduct described in this
Memorandum. Failure to have adequate written policies, procedures or supervisory controls in place may
result in disciplinary action.

IV. Staff Contacts

Regulatory questions regarding this memorandum should be directed to:

Clare Saperstein, Vice President, NYSE Regulation, at (212) 656-2355
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Patricia Bergholc, Director, FINRA Member Trading, at (212) 656-4948

John Saxton, Director, FINRA Member Trading, at (212) 656-2324

Operational questions regarding this memorandum should be directed to:

Frank De Garcia, Vice President, Floor Operations, at (212) 656-6852

Michael Rutigliano, Vice President, Floor Operations, at (212) 656-4679

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
Booth in the Garage. Questions that are not time sensitive may also be submitted to Ask Market Surveillance.
(For information about the Ask Market Surveillance system, refer to Information Memo 2006-3, which was
issued on January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

NYSE Regulation, Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Exchange systems allocate interest, eligible for parity, within an execution to separate participants.
Participant categories include Designated Market Maker interest (all interest at a price point), individual
broker interest (including multiple equotes at a price point) and Display Book ("DBK") orders®
(aggregate orders within Exchange systems at a price point allocated by means of time priority of entry).
Parity allocations within a given execution are assigned to those participants whose interest is entered or
retained on time priority basis.
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June 18, 2010

   TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: TRADING NEAR OR ON THE CLOSE - FREQUENTLY ASKED QUESTIONS

IMPORTANT - READ IN ENTIRETY PLEASE SHOW TO YOUR
COMPLIANCE OFFICER AND HEAD OF TRADING OPERATIONS

I. Purpose

This Member Education Bulletin is being issued to address frequently asked questions concerning trading
near or on the Close on any trading day. All members and member organizations are strongly urged to read
this Bulletin as part of their preparation for trading on June 25, 2010, in relation to the Russell rebalancing.

II. Frequently Asked Questions

A. General

Q1: How is verbal and e-Quoted interest handled at the Close?

A1: All interest, including verbal, e-Quoted and Display Book interest, should be taken into account by the
Designated Market Maker (“DMM”) when formulating the Close. Depending on whether it is marketable or
not, verbal interest may be handled differently than e-Quoted interest at the Close. Marketable verbal interest
is included with all market and MOC interest at the Close, while limited “AT priced” verbal interest and e-
Quotes are on parity with limit orders. DMMs are reminded that verbal interest from a Floor broker should be
handled one of two ways: limited “AT priced” verbal interest should be entered into the system as a manual e-
Quote and DMMs may require a written order from the broker; marketable verbal interest should be entered
into DBK as Crowd interest.

Pursuant to NYSE Rule 342, members and member organizations are required to ensure that they have
adequate policies and written procedures in place to detect, deter and prevent conduct inconsistent with the
guidance set out above. Any member who believes that the above procedures have not been adhered to
should report his or her concern to the On-Floor Surveillance Unit in person or via the White Phone.

Q2: What are the considerations a broker/customer must keep in mind when handling block-sized interest at
the Close?

A2: Although orders entered at or near the Close (either verbally or electronically) are eligible to be executed
either prior to the Close or as part of the Close, members and member firms should be aware such orders
can result in price dislocation in the stock, particularly if the size of the order is unusual in relation to the
average daily volume of the stock or otherwise cannot easily be absorbed because of prevailing market
conditions. As a result, members and member organizations should not hold back large interest until at or
near the Close, and are advised that, if they do, they may face regulatory exposure for potentially affecting
the Close inappropriately (see Info Memos 06-81 and 07-26, and Hearing Panel Decision No. 05-108, for
more information on what type of conduct is and is not permitted). Where a large order (or series of orders)
is entered at or near the Close that may cause significant price dislocation, the DMM should immediately
seek guidance from a Floor Governor or Executive Floor Governor, and from NYSE Regulation. Members
should be aware that they may get executions at multiple prices and through multiple LRPs in a series of
transactions that are distinct from the Close.
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B. Cancellation of e-Quotes

Q3: At any time during the trading day, must a DMM enter or cancel a Floor broker's e-Quote if requested to
do so by the broker?

A3: Generally, Floor brokers must enter and cancel their own e-Quotes during the trading day. However, if
a Floor broker's handheld device is not functioning properly (e.g., outright failure or significant latency), the
DMM should, on a best efforts basis, assist the broker by entering or canceling e-Quotes on the broker's
behalf. For more information please review Member Education Bulletin 2005-24 (December 9, 2005)
(attached).

Q4: If a Floor broker e-Quotes an order and, based upon its limit price, knows that the e-Quote will not
participate on the Close, can the broker verbally represent the order at a different price?

A4: Yes, provided that the Floor broker first cancels the e-Quote and receives a systemic acknowledgement
of the cancellation prior to his or her representing the order in the Crowd so as to avoid a duplicate execution.

C. Holding the Close Prohibited

Q5: Are DMMs allowed to “hold the Close” at a Floor broker's request so that the broker can consult with his/
her customer?

A5: No. DMMs may not delay the closing transaction unless directed to do so by NYSE senior management
for operational or regulatory reasons.

Q6: How should a Floor broker who is holding multiple orders trading at different posts participate in the
Close?

A6: A Floor broker holding multiple orders in stocks trading at different posts must have an actual order for
each stock. Such orders must be entered into an NYSE system and recorded in FESC prior to 4:00PM.
A Floor broker holding multiple orders who wishes to represent two or more of those orders manually (as
opposed to electronically) should adequately communicate the customer's closing interest to the DMM prior
to the Close, including his or her intent to buy or sell, the quantity and a price. The broker should return to any
post(s) that he or she is trading at manually as promptly as possible after the Closing Bell, subject to market
conditions.

When arranging the close of stocks at the post, the DMM should reasonably attempt to accommodate
a broker who is working orders at multiple posts, assuming that the Floor broker has an order and has
adequately communicated with the DMM regarding his customer's interest. Floor brokers should be aware
that, although they may represent multiple orders in the manner described above, a DMM is not obliged to
hold the Close to accommodate the broker. As a result, if a broker is not at the point of sale at the time the
DMM closes that security, the broker's order may be excluded from the Closing transaction.

D. Market-on-Close and Limit-on-Close Policy

Q7: What does “published imbalance” mean?

A7: A “published imbalance” is an MOC/LOC imbalance that has been disseminated to the Tape pursuant to
Rule 123C. An imbalance that is announced verbally, physically posted at the panel or displayed in a hand-
held device - but not disseminated to the Tape - is not considered to be a published imbalance. The NYSE
Order Imbalance Information product, a data feed of real-time order imbalances that accumulate prior to the
opening of trading on the Exchange and prior to the close of trading on the Exchange, does not constitute

a “published imbalance.” 1   A non-published imbalance may not be accurate or consistent with a published
imbalance. The MOC/LOC imbalance published to the Tape is the only imbalance that can be relied upon by
a Floor broker when determining whether it is permissible under Rule 123C to enter an offsetting MOC/LOC

order. (Brokers may enter CO orders at any time. 2  )
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Q8: Are “beat the Close” orders a valid NYSE order type?

A8: An order to “beat the Close” is not a valid order type on the Exchange. Should a Floor broker receive
a not-held order with instructions to try to do better than the closing price, the broker is not entitled to
preferential treatment by the DMM. As with any Floor broker seeking information as to where a stock may
close, the DMM may disclose only the best bid and offer, the depth of the Book and the MOC imbalance and
paired amount, if any.

Q9: May a Floor broker at the point of sale participate with or add to the same side of an MOC/LOC
imbalance, published or unpublished?

A9: The Floor broker may not enter a MOC/LOC order on the same side as the published imbalance, but may
enter a customer's order for execution before 4:00 p.m. regardless of whether that order is on the same side
as, or opposite to, the published imbalance. If there is any residual balance that is marketable or eligible to
trade on the Close, the balance of the customer's order may participate in the Close.

Q10: May a Floor broker hold his or her contra side interest to a published imbalance until right before 4:00
p.m.?

A10: While Rule 123C does not specifically prohibit a broker holding entry of offsetting interest until shortly
before 4:00 p.m., such conduct would be considered violative if it is subsequently established that the broker
acted with manipulative intent, or his or her conduct had a manipulative effect on the price of the security.
Even absent price manipulation, such conduct may also be inconsistent with good business practice and just
and equitable principles of trade. As noted in Q&A 7 above, brokers engaging in such conduct may face a
review by NYSE Regulation and potential regulatory action if warranted by the facts.

E. Treatment of Bids and Offers At or Near the Close

Q11: A Floor broker announces at the point of sale that he has 20,000 to sell but does not state a limit price
or that he is trading at the market. Is the Floor broker entitled to participate in the Close?

A11: No, non-firm bids or offers are not permissible. The Floor broker's statement is not a firm offer since it
does not specify a limit price or that it is at the market.

Q12: How should a DMM handle a large order that triggers a Liquidity Replenishment Point (LRP) just before
or at the Closing Bell?

A12: If the market hits an LRP prior to the Close with sufficient time to resolve it before the Close, the DMM
should print the trade as the last trade prior to the Close, then price the Close. If the LRP trade does not
exhaust the customer's order, the DMM should include any residual interest in the closing transaction.
Members and member organizations should be aware that if they represent large orders shortly before the
Close and trigger an LRP at or near the Closing Bell, the order may receive two or more execution prices.

Q13: The market is 10 to 10.01, 10,000 by 20,000. Below the displayed bid there a 9.95 bid for 50,000
shares. There are 40,000 shares to sell MOC with 50,000 paired. Shortly before 4:00 p.m. a Floor broker
enters the Crowd with a verbal offer to sell 20,000 shares at the market. If the Floor broker's order is not
executed before 4:00 p.m., how should the sell order be executed and the Close printed?

A13: The Floor broker order will partially execute, 10,000 shares at 10, and the residual amount will be added
to the closing transaction, which will be 100,000 shares at 9.95. The DMM should print the Close immediately
after the sale of 10,000 at 10 is reported.

Q14: What happens when a Floor broker does not communicate his or her interest before 4:00 pm?

A14: Any interest not communicated to the DMM by 4:00 p.m. will not participate in the Close. If the Floor
broker electronically enters an order at the market before 4:00 p.m. but the order is not received by the DMM
until after 4:00 p.m. because of system processing time, the DMM must include the broker's interest in the
Close.
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Q15: Just before the closing bell stops ringing a Floor broker at the point of sale represents an offer at 10.02.
The DMM calculates the Close and announces that the stock is closing at 10.00. It is now past 4:00 p.m. May
the Floor broker now change the offer to 9.99?

A15: No. New bids and offers may not be entered after 4:00 p.m.

Q16: Under what circumstances may a DMM request that additional interest be solicited after 4:00 p.m.?

A16: Pursuant to Rule 123C(9), a DMM may request additional interest after 4:00 p.m. to offset an order or
verbal interest entered or represented at or near the Close that may cause significant price dislocation. See
Information Memo No. 09-20 (May 5, 2009) for an explanation of the provisions of Rule 123C(9).

III. Staff Contacts

Questions concerning Rule interpretations related to this memorandum may be addressed to:

Clare Saperstein, NYSE Regulation, (212) 656-2355.

Regulatory questions concerning this memorandum may be addressed to the following:

Patricia Bergholc, Director, On Floor Surveillance, at (212) 656-4948

Gordon Brown, Manager, On Floor Surveillance, at (212) 656-5321

Michael Fryer, Director, Member Trading, at (212) 656-4656

John Saxton, Director, Member Trading, at (212) 656-2324

Andrew White, Director, Member Trading, at (212) 656-4498.

Operational questions concerning this memorandum may be addressed to the following:

Paul Bauccio, Senior Vice President, Operations, at (212) 656-2929

Robert Airo, Senior Vice President, NYSE Operations, at (212) 656-5663

Todd Abrahall, Vice President, NYSE Operations, at (212) 656-4966

Michael J. Rutigliano, Vice President NYSE Operations, at (212) 656-4679

Dennis Pallotta, Director, Operations, at (212) 656-5236.

Questions may also be directed to OFSU via the White Phone or in person at their booth off the main Floor.
Questions that are not time sensitive may also be submitted to Ask Market Surveillance. For information
about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3 (January 30, 2006)
(attached), if you or your firm is not already a subscriber.

___________________________

NYSE Regulation, Inc.

Attachments

January 30, 2006

Market Surveillance Division

Member Education Bulletin

NYSE

To: All Member, Member Organizations, Legal and Compliance Officers

From: Market Surveillance Division

Re: “ASK MARKET SURVEILLANCE” - NEW SOFTWARE SYSTEM BEING RELEASED MIDFEBRUARY,
2006
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NYSE Regulation is pleased to announce the release of “Ask Market Surveillance”, a computer-based legal
research tool. The software application, which will be made available to Floor members and Floor member
organizations (and their Floor staff and Legal and Compliance Departments), will be available beginning in
mid-February, 2006. Details on signing up and gaining access to Ask Market Surveillance begin on Page 2 of
this Member Education Bulletin.

Ask Market Surveillance is an exciting new tool that combines two principal capabilities into one application:

• Easily and efficiently locate online interpretive guidance on NYSE trading rules; and
• Request targeted interpretive guidance directly from NYSE Regulation's Market Surveillance

Division.

Find Interpretive Guidance Quickly and Easily

To assist in locating relevant material, Ask Market Surveillance offers users a powerful search engine that
simultaneously combs the various published interpretive materials maintained by the Exchange including:

• Constitution and Rules
• Information Memos
• Member Education Bulletins
• Floor Official Manual
• Hearing Panel Decisions
• Previously-asked Questions and Answers.

Relevant search results are returned in an easy-to-navigate table format. To view a document, users simply
click on items in the results list. Documents can be printed directly from the system to any of the users'
attached or networked printers.

If the original search results are too broad, the application lets users drill down within those results to locate
more specific items. The system will save the users' search parameters so that users can easily re-run
previous searches with a single click.

Pose Interpretive Questions to Market Surveillance Division Staff

Not every interpretive question can be answered by existing interpretive materials. That's why Ask Market
Surveillance permits users to submit interpretive questions to Market Surveillance Division staff, who will
research them and provide answers as quickly as possible. The turnaround time for any particular request will
vary depending on the complexity of the question.

Questions that are posed and responded to in the system may be published in the Ask Market Surveillance
database as a way to make the information available to all users online. Information that could identify
submitters or their affiliations will be removed before questions and answers are published.

Please note that because answers cannot be provided in real time, users should continue to bring time-
sensitive questions directly to Market Surveillance Division personnel in person on the Floor or via telephone.
Staff will work with the user to find a more immediate answer, which may then be entered into Ask Market
Surveillance by the responding staff person.

Other Key Features of Ask Market Surveillance

Ask Market Surveillance incorporates a number of additional features that make it easy to use.

• “Hot Topics”: Through its “Hot Topics” feature, Ask Market Surveillance can help users keep abreast
of new and amended rules, recent publications by the Market Surveillance Division and questions
frequently raised with the Division.
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• Email Notifications: Users don't need to manually check the status of their inquiries - instead, the
system will generate emails to users letting them know when their questions have been answered,
or inviting them to provide additional information necessary to answer a question.

• Special Notices: When users log on, Ask Market Surveillance presents an initial window that will
alert them to new developments, the addition of new “Hot Topics” and other system news.

• Availability from the Floor: Member Organizations who have access to the Electronic Filing Platform
(EFP) from the Floor will be able to access Ask Market Surveillance directly from the Floor.

• Availability from Upstairs Compliance Offices: Access to Ask Market Surveillance will be
via the internet-based EFP, to which most member organizations already have access.
Questions regarding the EFP should be directed to Harry Mousmoules at (212) 656-4337 or
hmousmoules@nyse.com.

Signing Up for Ask Market Surveillance

Members and Member organizations who are interested in signing up for Ask Market Surveillance are asked
to follow the procedure described below.

1. Designate a single point-of-contact. In order to facilitate the signing up of new accounts, we ask
that the chief compliance officers at member organizations identify eligible staff (i.e., Floor personnel
and legal and compliance personnel involved in Floor-related activities) who should have access to
Ask Market Surveillance.

The chief compliance officer or a designated individual will be responsible for certifying that users
are eligible participants, and for keeping all user information up-to-date.

2. Register your organization's users. The chief compliance officer or a designated individual
should provide a list of persons (first name and last name) approved by the member or member
organization to use the system, along with each individual's business e-mail address to
askmarketsurveillance@nyse.com. Please note that only the designated point person will be able
to set up new accounts for that member organization. As noted above, at the outset, Ask Market
Surveillance is intended for personnel whose functions are related to trading on the Floor of the
Exchange, and we request that only those individuals be registered as users. Once the account has
been activated, the individual users will be advised by e-mail.

Using Ask Market Surveillance

Ask Market Surveillance was designed to be an intuitive system so that users can begin using the system
without formal training. New users will receive a “Quick Reference Card” via email when they are registered,
which should answer most questions that they may have. The Quick Reference Card will also direct users on
how to obtain additional assistance if necessary.

Members and member organizations are reminded that Ask Market Surveillance is intended to provide rule
interpretation guidance only from NYSE Regulation's Market Surveillance Division. We will make every effort
to route non-Market Surveillance questions to the appropriate Exchange staff for resolution.

To facilitate the process of responding to inquiries, we ask that questions sent to Ask Market Surveillance
be reasonably focused and provide all information necessary to answer the question. If a question is
incomplete or unclear, a Market Surveillance staff person may find it necessary to reach out to a user for
more information or clarification, which will delay your response. In the event that clarifications are required,
users will receive an e-mail from the system. For your convenience, the email will contain a clickable link to
the relevant screen on the system.

General Contacts

If you have questions about Ask Market Surveillance, please direct them to:
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Question regarding system functionality and database content:

Daniel Labovitz, Director, Market Surveillance, (212) 656-2081; or

Carol Krusik, Director, Market Surveillance, (212) 656-4597

Questions regarding signing up for Ask Market Surveillance:

Wendy Lugo, Analyst, Market Surveillance, (212) 656-5819

___________________________________

Robert A. Marchman

Executive Vice President

Market Surveillance Division

Market Surveillance Division

Member Education Bulletin

2005-24

NYSE

Date: December 9, 2005

To: All Floor Members

From: Market Surveillance Division

Re: NYSE E-QUOTE SM FUNCTIONALITY IN CONNECTION WITH DISPLAY BOOK RELEASE 11.0
(HYBRID MARKET)

** IMPORTANT - IMMEDIATE ACTION REQUIRED **

PLEASE SHOW A COPY OF THIS MEMBER EDUCATION BULLETIN TO YOUR COMPLIANCE
PERSONNEL.

e-Quote Functionality

Display Book (“DB”) Release 11.0 represents the first phase of the New York Stock Exchange's (“Exchange”)
introduction of the Hybrid Market and a Pilot incorporating this release is expected to commence during the
week of December 12, 2005. A salient aspect of DB Release 11.0 relates to NYSE e-Quote SM (e-Quote), an
electronic representation of broker interest that is transmitted from the broker's handheld device to the broker
interest file (BIF). Additional Best Interest (ABI) will no longer be available to specialists, and thus one way
to represent broker interest is through the entry of e-Quotes. Brokers will still be able to represent customer
orders via DOT and CAP orders and will continue to be able to hit bids and take offers.

In connection with the introduction of e-Quote functionality, Floor personnel are reminded of the following:

1. e-Quotes at the best bid and offer price are part of the Exchange's published quotation and are available
for execution;

2. Execution of e-Quotes is subject to Priority, Parity, and Yielding rules (Exchange Rules 72, 104, 108, and
115) as amended;

3. e-Quotes can be entered from enabled and authorized broker systems (“hand-held devices”) or from the
DB by the specialist; and

4. Floor brokers must enter their own e-Quotes unless the e-Quoting facility of their hand-held device is
demonstrably not functioning.
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Use of e-Quotes does not suspend a Floor broker's fiduciary and best execution obligations with respect to
customer orders. Similarly, specialists, pursuant to Exchange Rule 60, are the responsible broker-dealer
with respect to the Exchange published quotation and therefore cannot refuse to enter e-Quotes or cancel
previously entered e-Quotes, in the situation outlined below.

It is anticipated that the Pilot program will involve a phased release, with the initial phase involving a limited
number of post panels and stocks. In the initial stages of e- Quote functionality, programming of all order
management systems and handheld devices will not be complete. As a result, specialists may be requested
by a Floor broker who wishes to be represented in the quotation or at prices outside the quote, but does not
have the functionality to enter his or her own e-Quotes, to manually enter such interest on the Floor broker's
behalf or to cancel such interest that has been entered.

In evaluating conduct in connection with manual e-Quoting, Market Surveillance will consider market
conditions at the time a request to enter a manual e-Quote was made and all reasonable steps taken by
members and member organizations to comply with the federal securities laws and relevant Exchange rules.

Order Entry and Books and Records Requirements for Manual e-Quotes When Floor Broker
Does Not Have the Functionality to Enter Such Quote

Manual e-Quotes entered by a specialist on behalf of a Floor broker when such Floor broker does not have
the functionality in his or her handheld device to do so on his or her own must be entered in the same manner
as a booked order (i.e., a paper order ticket is given to the specialist with the symbol, side, size and price and
the ticket is time stamped and retained by the specialist. The paper order ticket for an e-Quote provided by
the Floor broker to the specialist should clearly denote that it is an e-Quote. (See Exchange Rule 440 and
SEC Rules 17a-3 and 17a-4). If the order is in the Floor broker's handheld but cannot be transmitted from the
handheld, the Floor broker should record the amount given to the specialist in the handheld and give a paper
ticket to the specialist. If the order is being handled on paper only, an additional ticket should be written up for
the specialist containing all of the necessary terms and the Floor broker should make a notation on his/her
original ticket indicating the amount given to the specialist to be booked.

Cancellations/modifications of a manual e-Quote must also be in writing and be entered in the same manner.

The above records must be retained by the specialist and Floor broker as all Floor records are currently
retained.

e-Quotes and Error Transactions

The act of entering e-Quotes does not insulate either the specialist or the Floor broker from liability for errors.
(See Exchange Rules 134(d) and 440 and SEC Rules 17a-3 and 17a-4). If an error occurs as a result of
the specialist's or his/her trading assistant's conduct (e.g., where a specialist receives an e-Quote for 1,000
shares and it is entered as an e-Quote for 10,000 shares), the liability for this error under Exchange rules is
with the specialist. If the error results from the broker's conduct (e.g., he or she receives an order for 10,000
shares but instructs the specialist to enter an e-Quote for 1,000 shares), the regulatory liability for this error
under Exchange rules is with the broker.

In either event, the specialist is obligated to honor the displayed quote.

In situations in which there is a dispute as to responsibility for the error, responsibility will be determined
through the regular means of dispute resolution available to members and member organizations.

Specialist Obligation to Accept and Display (If Displayable) All e-Quotes

As the responsible broker-dealer under Exchange Rule 60 (Dissemination of Quotation), specialists are
obligated to enter all e-Quotes transmitted to them or physically entrusted to them from brokers who are
unable to enter e-Quotes themselves. Similarly, the specialists' Order Display Rule obligations pursuant to
Exchange Rule 79A.15 also extend to bids and offers made by Floor brokers. Accordingly, each specialist
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must publish immediately (i.e., as soon as practicable, which under normal conditions is no longer than
30 seconds) any bid or offer that improves as to price or size the Exchange published bid or offer in such
security.

A request by a Floor broker to a specialist to manually enter an e-Quote on the Floor broker's behalf in
the above described circumstance does not reduce or in any way affect a Floor broker's fiduciary and best
execution obligations with respect to customer orders.

Supervision

Firms must have in place supervisory procedures to ensure compliance with the above referenced Exchange
rules.

Questions concerning this Information Memo should be directed to Rohan Prashad, Director, Member
Trading I (Floor brokers), at ext. 6772 and Jerry Reda, Director, Member Trading II (specialists) at ext. 5354.

___________________________________

Robert A. Marchman

Executive Vice President

Market Surveillance Division

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release No. 57861 (May 23, 2008), 73 FR 31905 (June 4, 2008)(SR-
NYSE-2008-42). See also Securities Exchange Act Release No. 57862 (May 23, 2008), 73 FR 31174
(May 30, 2008)(SR-NYSE-2008-41).

2  See NYSE Regulation Information Memo Number 10-11, February 26, 2010.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 10-29

Click to open document in a browser

June 18, 2010

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, CHIEF OPERATIONS OFFICER,
OPERATIONS PARTNER AND LEGAL AND COMPLIANCE DEPARTMENTS

TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: RUSSELL REBALANCING - JUNE 25, 2010

IMPORTANT - READ IN ENTIRETY PLEASE SHOW THIS TO YOUR
COMPLIANCE OFFICER AND HEAD OF TRADING OPERATIONS

I. Purpose of this Information Memo

Following the close of trading on June 25, 2010, the Russell Investment Group will reconstitute certain of
its indices, including the Russell 3000® Index and the Russell Microcap® Index. This reconstitution may
significantly affect the volume of trading on the NYSE and NYSE Amex (collectively, the “Exchanges”),
particularly leading into the close on June 25.

NYSE Regulation is issuing this Information Memorandum to remind members and member organizations of
certain NYSE and NYSE Amex Equities rules and policies regarding:

• entry and cancellation of market-on-close/limit-on-close (“MOC/LOC”) and Closing Offset (“CO”)
orders;

• publication of on-the-close imbalances; and
• printing the closing transaction. 1 

In the interest of preparedness, this memorandum also provides guidance on possible system interruption
scenarios and the operation of certain NYSE and NYSE Amex Equities rules and policies in the event that
such a scenario occurs.

II. Background

Reconstitution of certain Russell Indexes will take effect after the close of U.S. equity markets on June 25,
2010. On June 11, 2010, the Russell Investment Group published a preliminary list of additions and deletions
to the Russell 3000 and Microcap Indices. The Exchanges expect that during the trading day on June 25,
and especially at and near the Close, significant trading volume associated with portfolio rebalancing will be
initiated based upon those lists. Based on the preliminary list, 135 NYSE-listed stocks and 104 NYSE Amex
Equities-listed stocks will be added to or deleted from the indices, though more stocks could be impacted by
the reconstitution.

III. NYSE and NYSE Amex Equities Rules and Policies Relating to the Close

A. MOC/LOC and CO Order Entry and Cancellation

Members and member organizations are reminded that the provisions of NYSE and NYSE Amex Equities
Rule 123C (Closing Procedures) will apply to the close on June 25, subject to the temporary modifications
outlined in this memorandum. In addition, although certain categories of imbalance publications, such
as Informational Imbalances, require prior Floor Official approval, because of the number of imbalance
publications expected and sensitivity surrounding the Close on June 25, DMMs are encouraged to consult
with and receive approval of a Senior Floor Official or higher.
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Please note that, while the Exchanges expect their systems to operate normally on June 25, in the unlikely
event of a systems interruption leading into or at the Close, the Closing Procedures set out in NYSE and
NYSE Amex Equities Rule 123C would operate as if the Exchanges had declared a regulatory halt in one or
more securities. In the event that one or both of the Exchanges invokes their exemptive powers under Rule
123C(9) (Closing Procedures - Extreme Order Imbalances at or Near the Close), the terms of that rule would

govern the handling of orders at the Close. 2 

In connection with the entry of MOC/LOC and CO orders generally, members should pay particular attention
to the following:

▪ A “published imbalance” is an imbalance that has been disseminated to the Tape. An imbalance
that is announced orally or physically posted at the panel is not considered to be a published
imbalance. The NYSE/NYSE Amex Order Imbalance Information product, a data feed of real-time
order imbalances that accumulate prior to the opening of trading on the Exchanges and prior to the

close of trading on the Exchanges, does not constitute a “published imbalance.” 3 
▪ Brokers and traders are reminded that, while they should enter orders as early in the day as
possible, all MOC/LOC orders (unless to offset a published imbalance) must be entered by 3:45

p.m. 4   Entering MOC/LOC orders early provides DMMs with the opportunity to more quickly
identify potential order imbalances that might exist at the Close and to disseminate that information.
This, in turn, enables brokers and traders to more effectively identify potential offsetting customer
interest that could mitigate any imbalance. MOC/LOC and CO orders entered prior to 3:45 p.m. may
be canceled or reduced prior to that time for any reason.
▪ After 3:45 p.m., MOC/LOC orders may be entered only to offset a security's published imbalance,
while CO orders may be entered in any amount on either side of the market. During this time period,

MOC/LOC and CO orders may be canceled or reduced in size only to correct a legitimate error. 5  
Please note that Market Surveillance will continue to closely monitor the cancellation of MOC/LOC
and CO orders pursuant to the Rules of the Exchanges.
▪ After 3:58 p.m., MOC/LOC and CO orders may not be cancelled or reduced in size for any
reason, except in accordance with NYSE and NYSE Amex Equities 123C(9).
▪ In the event of a trading halt effective at 3:45 p.m. or later, MOC/LOC orders may be entered only
to offset a published imbalance. CO orders, however, may be entered in any amount on either side

of the market. 6 

B. Imbalance Publications 7 

NYSE and NYSE Amex Equities Rule 123C(5) provides for the publication of order imbalances as described
below. In addition, members may refer to the attached quickreference page for a summary of changes to the
Closing process referenced in footnote 1. In the event of a system interruption, the times and requirements
listed here and on the quick-reference attachment may change. DMMs are reminded that erroneous
imbalance publications must be corrected as soon as practicable.

1. Informational Imbalance Publications between 3:00 p.m. and 3:45 p.m.

Between 3:00 p.m. and 3:45 p.m., DMMs are encouraged to issue Informational Imbalance Publications of
any size if they believe that there could be significant price dislocation at the Close. These publications are
informational only and do not limit MOC/LOC or CO order entry or cancellation before 3:45 p.m. DMMs who
wish to issue Informational Imbalance Publications must obtain prior approval from a Floor Official or qualified

Exchange employee (see NYSE and NYSE Amex Equities Rule 46.10) prior to issuance. 8   As volume may
be greater than normal on June 25, 2010, DMMs should issue Informational Imbalance Publications as early
as possible.
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2. Mandatory MOC/LOC Imbalance Publications at 3:45 p.m.

As soon as practicable after 3:45 p.m., any MOC/LOC imbalance of 50,000 shares or more for NYSE-listed
securities, and 25,000 shares or more for NYSE Amex Equitieslisted securities will be published. Other
significant imbalances of lesser size (e.g., less than 50,000/25,000 shares but significant relative to the
average daily trading volume (“ADTV”) of a particular security) may be published by the DMM with Floor

Official or qualified Exchange employee approval. 9 

In addition, any Informational Imbalance Publication issued prior to 3:45 p.m. must be updated at 3:45 p.m.
An imbalance of 50,000 shares (NYSE), 25,000 shares (NYSE Amex Equities), or more will be published.
If there is an imbalance of any lesser size that is significant relative to the ADTV of the stock, it may be
published by the DMM with prior Floor Official or qualified Exchange employee approval. If there is no such
imbalance, a “no imbalance” indication must be issued by the DMM.

3. Mandatory MOC/LOC Imbalance Publications after a trading halt

If a trading halt is in effect at 3:45 p.m. but is lifted prior to the Close, any MOC/LOC imbalance of 50,000
shares (NYSE), 25,000 shares (NYSE Amex Equities), or more will be published, and any imbalance of
lesser size if significant relative to the ADTV may be published by the DMM as soon as possible after trading
reopens, subject to prior Floor Official or qualified Exchange employee approval. If the trading halt is not lifted
before the Close, there will not be any imbalance publications.

4. Exchange Publication of Order Imbalance Information

In addition to the Informational Imbalance and Mandatory MOC/LOC Imbalance Publications described
above, the Exchanges also make available real-time Order Imbalance Information prior to the Close in
accordance with NYSE and NYSE Amex Equities Rule 123C(6). These publications take place approximately
every five (5) seconds between 3:45 p.m. and 4:00 p.m. The Order Imbalance Information publications use a

reference price 10   in order to indicate how many shares would be needed to close the security at that price,

including MOC, marketable LOC and CO orders. 11   Beginning at 3:55 p.m., the Order Imbalance Information

publications also include stop orders, d-Quotes 12   and all other e-Quotes containing pegging instructions

eligible to participate in the closing transaction. 13 

As noted above, Order Imbalance Information publications are solely for informational purposes and off-
setting interest must not be submitted in response to Order Imbalance Information publications. Off-setting
MOC/LOC interest may be submitted only as described in this memo in response to a Mandatory MOC/LOC
Imbalance Publication issued at 3:45 p.m. or after a trading halt in accordance with Rule 123C(2).

C. Printing the Closing Transaction

1. NYSE and NYSE Amex Equities Rules 116.40 and 123C(8)

DMMs are reminded that the closing transaction must be printed consistent with NYSE and NYSE Amex
Equities Rules 116.40 and 123C(8) and they must accurately reflect both the closing price and closing volume

when printing the closing transaction. 14 

Due to possible system latency, marketable orders entered into Exchange systems immediately before 4:00
p.m. might not be received at the post until after 4:00 p.m. These orders should be incorporated into the
closing process, just as non-MOC/LOC interest that is known at the post is factored into the closing print after
4:00 p.m.

2. Verbal Interest and e-Quotes at the Close
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All interest, including verbal, e-Quoted, d-Quoted and Display Book interest, should be taken into account by
the DMM when formulating the Close pursuant to Rule 123(C)(7).

Depending on whether it is marketable or not, verbal interest may be handled differently than e-Quoted
interest at the Close. Marketable verbal interest is included with all market and MOC interest at the Close,
while limited verbal interest and e-Quotes are on parity with limit orders. DMMs are reminded that verbal
interest from a Floor broker should be handled one of two ways: limited verbal interest should be entered into
the system as a manual e-Quote and DMMs may require a written order from the broker; marketable verbal
interest should be entered into the Closing template.

3. Orders to offset MOC/LOC imbalances at the Close to mitigate price disparity

NYSE and NYSE Amex Equities Rule 902 (Off Hours Trading Orders) provide for entry of orders after
the Close. Rule 902(a)(ii)(B) permits DMMs to include in the calculation of the Close legitimate market
interest that has agreed to offset all or part of any MOC imbalance that existed prior to the Close at 4:00
p.m. The DMM's use of this offsetting interest to minimize significant price dislocation on the Close will
result in a closing-price coupled order between the DMM and member, member organization or customer.
If the member, member organization or customer agrees, the DMM may include this interest in offsetting an
imbalance when setting the closing price and increase DMM participation in the closing print to the extent
of the new contra interest. In this way the DMM will liquidate or cover the related dealer position, and the
member, member organization or customer will acquire the position. Such closing-price coupled orders are
executed at the Ramp.

It is important to note that Rule 902 may not be relied on for the entry of an order after the Close when there
is no MOC/LOC imbalance or when the imbalance would not result in volatility and/or price dislocation. In
addition, it cannot be used if the Close has already been printed.

D. Extreme Order Imbalances at or Near the Close

In order to avoid significant dislocation in the closing price that may result from an order entered or
represented at or near the Close, NYSE and NYSE Amex Equities Rule 123C(9) permits, on a security-by-
security basis, the Exchanges to temporarily suspend the hours of operation under Rule 52 so that offsetting
interest may be solicited from both on-Floor and off-Floor participants and entered to reduce the size of the
imbalance. Any such extension of trading under Rule 123C(9) may be designated by the Exchanges for a
specific time period up to 30 minutes after the scheduled close.

Off-setting interest is solicited using NYSE and NYSE Amex Equities Trader Updates as well as messages
sent directly to Floor broker hand-held devices. These Exchangeissued solicitation requests include
information regarding security symbol, the imbalance amount and side, the last sale price, and a designated
order acceptance cutoff time (generally five minutes from the issuance of the solicitation request). Offsetting
interest submitted in response to an Exchange-issued solicitation request must be a limit order priced no
worse than the last sale, irrevocable, and represented by a Floor broker by no later than the order acceptance

cut-off time indicated in the solicitation request. 15 

Rule 123C(9) also permits temporary suspension of the prohibition on the cancellation or reduction of a MOC/
LOC order after 3:58 p.m. where there is a legitimate error in such an order and the execution of the order
would cause significant price dislocation at the Close.

Only the DMM assigned to a particular affected security may request relief under Rule 123C(9). A request
for relief under Rule 123C(9) must be approved and supervised by an Executive Floor Governor or qualified
NYSE Euronext employee.

IV. Contingencies in the Event of a System Interruption

A. Contingency Scenarios
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NYSE Operations has notified all members and member organizations as to how to proceed in the event of a
systems outage on June 25, 2010. There are four contingency scenarios, each of which is described below
for convenience. Members and member organizations should refer to the Operations memorandum published

June 10, 2010, for further details. 16   In addition, members and member organizations are advised that in
Contingency Scenarios 2 and 3, the procedures of NYSE and NYSE Amex Equities Rule 123C will operate as
if a regulatory halt were in place.

1. Contingency Scenario 1

In the event of a system interruption that occurs intraday whereby normal trading is resumed prior to 3:45
p.m. the Exchanges will begin the normal Market on Close posting process (3:45 pm, with some Informational
Imbalance publications as early as 3:00 p.m.). There will be the normal 4:00 p.m. close time.

2. Contingency Scenario 2

In the event of a system interruption that occurs intraday and normal trading is resumed between 3:45
and 3:59 p.m., the Exchanges will bypass the normal 3:45 p.m. MOC publication and utilize a single MOC
publication before the 4:00 p.m. close time, if practicable. Although the Closing process may extend later than
the usual 4:00 p.m. close time, order delivery will stop at 4:00 p.m. Any orders in Exchange systems will be
executed in one Closing trade as soon as possible thereafter.

3. Contingency Scenario 3

In the event of a system interruption that occurs intraday and service is restored after the 4:00 p.m. close
time, we may not publish the 3:45 pm Market on Close information. The Exchanges will notify market
participants of the new close time and will price the close at or around this time. The normal 4:45 p.m.
MatchPoint cross will be delayed. The new time will be communicated to market participants via the market
wide call and a system status posting.

4. Contingency Scenario 4

In the event of a system interruption that occurs intraday and service is not restored, the NYSE and
NYSE Amex closing prices on June 25 will be the last regular way trade on the NYSE and NYSE Amex,
respectively.

B. Contingency Preparedness

Members are reminded that they should have Floor stationery supplies on hand in the event they are unable
to enter or cancel orders through the system.

Should a system interruption affect electronic time-stamping functionality, members and member
organizations may manually record required time information. If the Broker Booth Support System (BBSS) is
functioning, but the broker handheld is not, Floor brokers must carry the BBSS time onto their paper orders.
Under all other circumstances, the time of order entry must by recorded by hand in the Booth, by the Floor
broker or clerk.

V. Adequacy of Operations and Supervisory Staff

All members and member organizations, including DMMs, should ensure that both operational and
supervisory staffing on and around June 25 will be sufficient to monitor and process all orders, regardless
of the form in which they are received, as well as to handle the increased workload anticipated as a result
of the Russell Rebalancing. All members and member organizations should also review their systems to
ensure that they have adequate capacity to handle the expected increase in volume. For example, DMM
firms should review their DMM Unit algorithm to ensure that they meet their obligations to maintain a fair and
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orderly market. DMMs are reminded to seek the advice of a Floor Official regarding any unusual situations as
quickly as possible.

VI. Supervision

A. Review of Policies and Procedures

NYSE Regulation is advising members and member organizations to carefully review their procedures as
well as their supervisory systems for handling orders in connection with the Russell Rebalancing on June
25. NYSE Regulation expects members and member organizations to review their practices for handling
orders at or near the Close, particularly with respect to any orders where there is an on-close or other price
guarantee for those securities that are part of the rebalancing. Reviews should include both orders that are
handled manually as well as those orders that are handled systemically, such as orders that are handled
by a computer algorithm. In addition, members and member organizations should take all necessary steps
to ensure that the relevant trading, compliance and back-office staff are familiar with firm procedures for
handling orders at or near the Close. Members and member organizations should also be mindful of the
guidance issued in Information Memo 09-22 (May 28, 2009) (attached) regarding procedures for escalating
and addressing inquiries arising from real-time regulatory or trading issues.

In addition, members and member organizations are reminded of their obligation to have adequate systems
and controls relating to the use of firm systems or mnemonics by correspondents or others, including usage
of the Exchanges' odd-lot systems. Please consult NYSE Information Memos 02-48 (November 7, 2002) and
07-60 (June 29, 2007) (both attached) for more information.

B. Adequacy of Compliance Program

Members and member organizations are also reminded to ensure that they have a robust compliance
program that includes adequate supervisory policies and procedures to monitor for compliance with NYSE
and NYSE Amex Equities Rule 123C and the guidance contained in this Information Memo. Those policies
and procedures must be adequate to ensure that all procedures related to MOC/LOC orders and orders
entered at or near the close are appropriately followed, and to detect and deter any actions that may violate
NYSE, NYSE Amex or SEC rules.

C. Due Diligence Requirements

Consistent with the requirements of NYSE and NYSE Amex Equities Rule 405, before any at-the-close
order is transmitted to the Floor the member or member organization accepting the order must exercise due
diligence to learn the essential facts relative to the order, including the purpose and propriety of the at-the-
close instruction. In addition, an imbalance of orders at or near the Close, caused in part by the entry of such
orders, could lead to trading being halted in the security and such orders not receiving an execution.

D. Supervision to Prevent Improperly Affecting the Close

Members and member organizations must also ensure that their activity does not have the effect of artificially
impacting the closing price.

As such, members, member organizations and compliance staff should be mindful of the guidance issued in
Information Memo 05-52 (August 1, 2005) (attached) regarding VWAP trading at or near the Close, which
addresses the responsibility for ensuring that trading strategies engaged in to facilitate or hedge VWAP
orders have an economic basis and do not have the effect of marking the close or marking the value of a
position. Member organizations should also be aware that certain orders and order entry practices may have
the potential to cause price dislocation before the Close or distort the closing price due to prevailing market
conditions at the time the order is entered. Similarly, trading at or near the Close is of particular concern due
to the condensed time frame for execution, where the resultant closing price is used to set benchmarks, such
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as index rebalancing. As a result, manipulation concerns may be heightened when trading occurs at or near
the close.

Firms should review procedures utilized in connection with orders to be executed at or near the close with
their traders and other order-entry personnel. Firms should also review systemic order-entry functions
(e.g., algorithms or “smart servers”) for compliance with the provisions of this Information Memorandum.
Firms should also review the provisions of NYSE Information Memo 95-28 (July 10, 1995)(attached), which
discusses trading near the Close and activity that would constitute violations of NYSE and NYSE Amex
Equities Rules as well as federal securities laws.

In that connection, members and member organizations are reminded that, where a firm has committed to
purchase from (sell to) a customer an order at a price that is derived from the closing price (e.g., VWAP and
MOC orders) while also reserving a significant portion of its hedging or covering transaction to be executed
at or near the Close, they must operate with substantial care. If the transaction is completed in a manner
that does not effectively place the firm at market risk or if the transaction does not provide an opportunity
for possible contra side interest to develop and/or react to the activity, it would raise manipulative concerns
and would operate as conduct inconsistent with just and equitable principles of trade. Members and member
organizations should consult Information Memo 05-52 for further guidance.

E. Compliance with Federal Securities Laws and Rules

In addition to complying with NYSE and NYSE Amex rules and policies, members and member organizations
should review other applicable federal securities laws and regulations, including Section 9(a)(2) of the
Securities Exchange Ac, Regulation SHO and Rule 10b-5, as well as the margin and capital rules. Firms must
ensure that they have adequate policies and procedures to detect, deter and prevent such potentially violative
conduct.

VII. Staff Contacts

In order to facilitate proper communication with respect to this reconstitution, the Exchanges request that all
members and member organizations submit the name and contact information of a designated compliance
person so that any issues related to the reconstitution may be addressed in an efficient and timely manner on
June 25, 2010. This contact information should be submitted via email to ofsu@nyx.com.

Questions concerning Rule interpretations related to this memorandum may be addressed to:

Clare Saperstein, NYSE Regulation, (212) 656-2355

Regulatory questions concerning this memorandum may be addressed to the following:

Patricia Bergholc, Director, On Floor Surveillance, at (212) 656-4948

Gordon Brown, Manager, On Floor Surveillance, at (212) 656-5321

Michael Fryer, Director, Member Trading, at (212) 656-4656

John Saxton, Director, Member Trading, at (212) 656-2324

Andrew White, Director, Member Trading, at (212) 656-4498.

Operations questions concerning this memorandum may be addressed to the following:

Robert Airo, Senior Vice President, NYSE Operations, at (212) 656-5663

Paul Bauccio, Senior Vice President, Operations, at (212) 656-2929

Todd Abrahall, Vice President, NYSE Operations, at (212) 656-4966

Michael Rutigliano, Vice President NYSE Operations, at (212) 656-4679

Dennis Pallotta, Director, Operations, at (212) 656-5236
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Sonia Rosa, Director, Operations, at (212) 656-2899.

Questions may also be directed to OFSU via the White Phone or in person at the Ramp. Questions that are
not time sensitive may also be submitted to Ask Market Surveillance. For information about the Ask Market
Surveillance system, refer to NYSE Member Education Bulletin 2006-3 (January 30, 2006), if you or your firm
is not already a subscriber.

___________________________

NYSE Regulation, Inc.

Attachments

NYSE Euronext

Changes to the NYSE/NYSE Amex Close

June 2010 vs. June 2009

• MOC/LOC entry

- Must be entered by 3:45 pm, unless offsetting a published imbalance.
- Must be entered electronically.

• Cancellation of MOC/LOCs

- Cannot be cancelled after 3:58 pm, even if legitimate error. * 
• MOC/LOC Publication

- One Regulatory MOC/LOC publication at 3:45, done sy stemically
• Closing Offset (“CO”) Order - New Order Type

- Can be entered on either side of the market, at any time during the day.
- Can be used to offset any imbalance at the Close.
- Not guaranteed to participate; may participate only to offset imbalance if no other interest
is remaining to trade at the closing price on the same side of the CO order.
- Cannot swing balance to other side.
- Time priority basis with other CO orders on the same side of the market.
- Not included in the mandatory MOC/LOC imbalance publication.
- Subject to the same restrictions on cancelling as MOC/LOC orders, i.e., cannot be
cancelled after 3:58 pm, even if legitimate error *
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• Order Imbalance Data feeds (Proprietary Data product) to all customers (upstairs and Floor)

- Every 5 seconds beginning at 3:45
- Compiled using:

○ Reference price
○ MOC/LOC imbalance and the side of the market
○ At 3:55, d-Quotes and all other e-Quotes containing pegging instructions
eligible to participate on the Clos e
○ MOC/LOC paired quantity at reference price
○ CO orders on the opposite side
○ At-price LOC interest eligi ble to offset the imbalance.

- Two new data fields -

○ Price at which closing-only interest (MOC orders, marketable LOC orders and
CO orders on the opposite side of the imbalance) will execute in full
○ Price where all orders eligible to trade on the Close would execute against
themselves and orders on DBK.

• d-Quote entry for closing transactions must be entered by 3:59:50.

NYSE Regulation

Information Memo

Market Surveillance

NYSE Regulation, Inc.

11 Wall Street

New York, NY 10005

nyse.com

Number 09-22

May 28, 2009

ATTENTION: COMPLIANCE AND LEGAL DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Procedures for Escalating and Addressing Inquiries Arising from Real-Time Regulatory or Trading
Issues

The purpose of this Information Memo is to remind all members and member organizations that they should
have a process in place to enable timely response to and resolution of inquiries from their employees or
NYSE Regulation, Inc. (“NYSE Regulation”) regarding real-time regulatory matters or trading activities on
the Floor or through NYSE systems. Such a process is mandated by Rule 342 which requires adequate
procedures for supervision and control of business activities, including a separate system of follow-up and
review, designed to achieve compliance with applicable rules and federal securities laws.

There have been recent instances in which Market Surveillance and/or member organization employees
have attempted to contact member organizations with respect to various regulatory issues but the member
organization was unable to promptly respond, and the matter could not therefore be resolved in a timely
fashion. The types of matters that require prompt escalation and attention include, but are not limited to,
account intrusion activity, unusually large orders that could have been submitted in error, unusual trading that
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could be the result of aberrational algorithmic activity, potentially violative odd-lot transactions, or potentially
fraudulent or manipulative trading.

While it is important to maintain information barriers and confidentiality requirements, it is also necessary
that member organizations be able to quickly respond to real-time regulatory or trading issues in order to
maintain a fair and orderly market. NYSE Regulation recognizes that member organizations need to have
in place appropriate information barriers under applicable rules and federal securities laws and that such
information barriers may implicate the sharing of information within a business unit in a member organization.
To that end, member organizations should have policies and procedures that retain information barriers
while providing for the prompt escalation, review, and resolution of all real-time trading issues by legal and
compliance staff. Risk managers, compliance officers, and/or other appropriate individuals within a business
unit should have access to necessary information (live order information, position information, etc.) and
necessary areas at the member organization in order to resolve such inquiries. The responsible individual(s)
should also be sufficiently supported in resolving these inquiries.

The identity (name, title, and location) and contact information (telephone numbers, e-mail address, etc.)
for each individual designated pursuant to the member organization's policies and procedures for response
to real-time trading issues should be provided to all applicable member organization employees. At the
member organization's discretion, this contact information may also be provided to Market Surveillance, via
the Electronic Filing Platform.

Member organizations should update this contact information on a rolling basis. Also, policies and procedures
should provide a mechanism for NYSE Regulation personnel to have prompt access to the designated
individual(s) regarding any such inquiries.

In addition, for any regulatory questions relating to real-time trading activities on the Floor or through
NYSE systems, member organizations may contact Patricia Bergholc, Director, Market Surveillance, (212)
656-4948, pbergholc@nyx.com.

Staff Contacts

Questions regarding this Information Memo should be directed to Jean O'Rourke, Director, Market
Surveillance, (212) 656-6007, jorourke@nyx.com, or Peter Bon Viso, Senior Counsel, Market Surveillance,
(212) 656-5621, pbonviso@nyx.com.

___________________________________

John F. Malitzis

Executive Vice President

Market Surveillance

NYSE Regulation

Information Memo

Market Surveillance

NYSE Regulation, Inc.

11 Wall Street

New York, NY 10005

nyse.com

Number 07-60
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June 29, 2007

ATTENTION: CHIEF EXECUTIVE OFFICER, CHIEF OPERATIONS OFFICER, LEGAL AND COMPLIANCE
DEPARTMENTS

TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ODD-LOT ORDER REQUIREMENTS

*** Please Show to Your Compliance Officer ***

I. Purpose

The purpose of this Information Memo is to remind all members and member organizations of the NYSE
requirements governing use of the odd-lot system remain in effect and that odd-lot order activity must comply
with these requirements. Firms are warned that use of the odd-lot system in ways that are inconsistent with
traditional odd-lot investment activity is prohibited and violations will be pursued by the relevant regulatory
authority, including NYSE Regulation.

II. Background

The NYSE odd-lot system is intended to afford customers of members and member organizations an
inexpensive and efficient order execution system compatible with traditional odd-lot investing practices of
smaller individual, retail investors. NYSE Rules 124 and 411(b) set forth procedures and requirements for the
proper execution and processing of odd-lot orders. From the inception of the NYSE odd-lot system, the NYSE
has required that the odd-lot system not be used as a professional trading vehicle, except as otherwise
provided in this Memo. For purposes of this Memo, a professional trading vehicle includes trading strategies
by professionals that would result in more than an incidental use of the odd-lot system.

III. Odd-Lot Order Handling and Prohibited Trading Practices

Use of the odd-lot system in ways that are inconsistent with traditional odd-lot investment activity or order
entry practices that are intended to circumvent the round lot market constitute abuses of the odd-lot system
and are prohibited. For example, members and member organizations are not permitted to engage in the
following conduct:

• Unbundling market or limit round-lots for the purpose of entering odd-lot orders in comparable
amounts;

• Failing to aggregate odd-lot orders into round-lots when such orders are for the same account or for
various accounts in which there is a common monetary interest/beneficial ownership interest (note
that the requirement to aggregate such orders applies to both market and limit orders);

• Entering both buy and sell odd-lot limit orders in the same stock before one of the orders is
executed, for the purpose of capturing the “spread” in the stock;

• Effecting prearranged or wash sales in odd-lots, which are trades in which an offer to buy is coupled
with an offer to sell back at the same or an advanced price (or the reverse). These trades are
violative because they are not actually exposed to the risk of the market. Whether a transaction
presents “market risk” is a facts and circumstances determination. As a general matter, however, in
order to be considered at the risk of the market, at the time of the first transaction there can be no
guarantee or assurance of the price of the second transaction. In addition, the time period between
the two transactions would not of itself determine whether the trading had been effected at the risk
of the market. Rather, such factors as the liquidity of the security and volume must be considered.
Prearranged or wash sales in odd-lots or partial round lots (“PRLs”) should not be used to create
a false or misleading appearance of more actual or apparent active trading in such security. Such
activity would violate SEC and NYSE anti-manipulation and anti-fraud rules, and other NYSE rules
including but not limited to just and equitable principals of trade and good business practices.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

457

http://researchhelp.cch.com/License_Agreement.htm


• Effecting prearranged or wash sales in the round-lot portion of a PRL for the purpose of effecting an
execution of the odd-lot portion of the PRL with no market risk and at a more favorable price than
market conditions would have otherwise permitted. For example, when the quote in XYZ is .05 - .15,
a customer simultaneously bids .06 for 199 shares and offers 100 shares at .06. This would cause
100 shares to execute at .06 (this would be a prohibited wash sale), which would in turn force the
specialist to sell to the customer the remaining 99 shares at .06, thereby generating a riskless odd-
lot trade at a better price for the odd-lot than the market at the time would have provided.

• Other types of trading activity in odd-lot orders or in PRLs that is not consistent with traditional odd-
lot investment activity, including index arbitrage, certain types of program trading, security classes
not usually involved in program trading (e.g., REITs, certain narrowly based structure products,
etc.), or any pattern of activity that would suggest day trading or is otherwise clearly suspicious
because it is inconsistent with traditional odd-lot investment activity.

It is also prohibited to enter a round-lot order to create a favorable execution price for odd-lot market or limit
orders pending execution in the odd-lot system.

Odd-lot limit orders may be entered as part of a program trade, provided such orders in the aggregate
constitute a relatively small part of the overall program. For example, the NYSE would consider a program
consisting primarily of odd-lot orders to be presumptively violative of NYSE Rules and policies since the use
of the odd-lot system would not be a “relatively small part” of the overall program.

In determining whether trading involving odd-lots is violative, NYSE Regulation will consider, among other
factors, whether a strategy appears to intentionally utilize odd-lots for the purpose of accessing volume that
would not be available in the round-lot market. Accordingly, NYSE Regulation will consider whether a strategy
appears to be contingent on the use of odd-lots as opposed to round-lots, or seems to be structured in terms
of the size or timing of the orders so that an inappropriate large number of odd-lot orders results. The conduct
described above, in addition to the above cited rules, constitutes conduct inconsistent with just and equitable
principles of trade and possible violations of federal securities laws and will result in disciplinary action by
NYSE Regulation.

IV. Supervision

a. Supervision of Sponsored Participants

Members and member organizations must establish and enforce appropriate internal systems and controls to
monitor odd-lot activity by customers, whether the order is entered by the firm or whether the order is entered
by the customer directly using the firm's electronic order routing systems. Before granting access to its (or a
vendor's) electronic order routing system to correspondents or other parties pursuant to carrying, clearing, or
other arrangements, the member or member organization must assure that that such correspondents or other
sponsored participants has adequate policies and procedures, written controls and supervisory procedures,
and surveillances in place that are reasonably designed to detect improper activity and enforce compliance
with SEC and NYSE rules. Member firms' supervisory systems must be designed to assure compliance with
NYSE and SEC rules, and to monitor for inappropriate and manipulative conduct by their customers. At a very
minimum, NYSE Regulation expects member firms to have policies, procedures, systems and controls, and
surveillances to contemporaneously detect and deter the violations of NYSE and SEC rules, including but not
limited to, the practices outlined above.

In this regard, members and member organizations are reminded that in addition to their regular supervisory
duties under NYSE Rule 342, they also have an obligation under NYSE Rule 405 (the so-called “Know Your
Customer” rule), to use due diligence to learn the essential facts relative to every customer and every order.
The Rule's requirements apply to every customer order routed through electronic trading systems, including
the NYSE's odd-lot order service. For further information on requirements for electronic transmission of
orders, please refer to Information Memo 02-48.
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Members and member organizations are responsible for all order activity effected through the use of their
own or their vendors' electronic order routing systems. Firms who fail to adequately monitor for compliance by
their customers may be subject to formal disciplinary action, including fines or the suspension or termination
of its ability to enter odd lot orders or sponsor customers entering odd lot orders over its electronic order

routing systems or other regulatory sanction as appropriate. 1 

b. Books and Records

All members and member organizations are reminded of their continuing obligation to accurately record
account type information in their audit trail reporting in accordance with NYSE Rule 130(d), and should be
aware that their obligation to provide accurate account type information in reporting program trading extends
to the incidental odd-lot portions of a program; failure to properly provide account type information may result
in disciplinary action against the firm. Therefore, members are advised to be especially diligent in their efforts
to ensure the accuracy of program trading-related audit trail information.

V. NYSE Regulation Staff Contacts

Questions concerning this Information Memo should be addressed to:

Clare F. Saperstein, Principal Rule Counsel, Market Surveillance, at (212) 656-2355

Douglas Witter, Senior Special Counsel, Market Surveillance, at (212) 656-4875

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
Booth in the EBR. Questions that are not time sensitive may also be submitted to Ask Market Surveillance.
(For information about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3, which
was issued on January 30, 2006, if you or your firm is not already a subscriber.)

___________________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Information Memo

Market Surveillance

New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

Number 05-52

August 1, 2005

ATTENTION: TRADING DESKS, ORDER ROOMS, COMPLIANCE DIRECTORS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Member Obligations in Connection With Volume Weighted Average Price Transactions

I. Purpose of Memo

The purpose of this Information Memorandum is to alert members and member organizations to their
obligations in connection with Volume Weighted Average Price (“VWAP”) transactions. In addition, the
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memorandum provides guidance to members and member organizations regarding the proper supervision of,
and where necessary, the disclosure of, potential conflicts of interest when handling or bidding for program
baskets. This memorandum is being issued in coordination with the NASD.

II. Types of VWAP Orders Covered

VWAP orders may include the following types:

• Guaranteed, in which the firm guarantees that the customer's order will be executed during
Crossing Sessions II or IV at that day's VWAP;

• Guaranteed Stop, in which the firm guarantees that the customer's order will be executed during
Crossing Session IV or in the OTC market at the VWAP or better;

• Best Efforts, in which the firm attempts during the course of the day to meet or beat the VWAP on
behalf of the customer, but does not guarantee the VWAP;

• Point-to-Point, in which the firm executes transactions at agreed-upon times during the trading day;
• Hybrid, in which the firm executes the customer's order during the trading day within an agreed-

upon range of VWAP (e.g., execution at VWAP between 10:00 a.m. and 1:00 p.m.; execution within
+/− 2.5% of VWAP); and

• Target, in which the firm executes a specified number of shares incrementally during the day as
close to VWAP as possible, but does not guarantee the VWAP.

The restrictions and obligations described in this memorandum with respect to VWAP orders also apply to
blind-bid and risk-bid transactions in which the firm has submitted a bid in response to a client's solicitation
of interest in effecting a blind portfolio transaction, but has not yet been notified of the customer's decision to
award the transaction to the firm, and where the firm has been awarded the transaction.

III. Duties of Members and Member Organizations

Under Exchange Rules and Federal Securities Laws in Connection with VWAP Transactions

Members and member organizations are reminded that they have an obligation under Exchange rules and
the federal securities laws to execute customer VWAP orders in a manner that does not compromise the
customer's interests, and that does not advance the member's or member organization's own pecuniary
interests at the customer's expense. These obligations are triggered whenever the member or member
organization receives, or is aware that it is likely to receive, an order from a customer. In addition, in the
case of a blind-bid or risk-bid transaction, members and member organizations must consider whether the
information received in the solicitation is sufficiently specific to trigger duties and obligations under Exchange
rules and/or the federal securities laws prior to receiving the order. Once a member or member organization
knows, or has reason to know, the order details to a degree of confidence such that the member or member
organization could engage in targeted hedging or positioning activity without undue speculative risk, then
the duties and obligations described in this Information Memo attach as though the member or member
organization had actually received the order. Circumstances to consider in making this determination include,
among other factors, the type of order, the name of the security, the size of the order, the side of the market
(i.e., buy or sell), the weighting of a basket order, and the timing for completion of the order.

In connection with VWAP or similar transactions, a member or member organization may wish to engage
in facilitation trades or bona fide hedging in order to position itself to assume the risks associated with such
transactions. While such activities are not prohibited, members and member organizations should be aware
that these activities may conflict with the member or member organization's fiduciary duty to represent the
customer's order fairly. Accordingly, such activities must be conducted in accordance with Exchange Rule 92
and Information Memo 01-21 (“Limitations on Member's Trading Because of Customers' Orders”).

In particular, the Exchange deems it inconsistent with just and equitable principles of trade for a member
or member organization to use its knowledge of a VWAP order, blind-bid, or risk-bid transaction to trade
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for its own account in a manner that would be a detriment to the customer. While each situation may be
unique, depending on the size of the transaction and the liquidity of the stock, such misconduct may include
unreasonably moving the market (i.e., moving the market in a manner that benefits a proprietary position and
disadvantages the customer, as opposed to movement of the market that naturally occurs based on the size
of the transaction and overall market conditions), creating the artificial appearance of demand or supply for
the security, or establishing artificially high or low prices through manipulative trading, increased quote activity

or entering proprietary orders near the close or when the VWAP order is executed. 1 

For example, to the extent that members or member organizations engage in bona fide hedging activity or
facilitation trades in connection with VWAP orders, one measure of whether they are adversely affecting the
customer's order is whether the member or member firms execute such transactions at a time or in a manner
that gives the market adequate time to interact with liquidity in the market. Particular care should be taken in
situations where a firm reserves a significant portion of its hedging or facilitation position for execution near
the close; if the transaction is completed in a manner that does not effectively place the firm at market risk, or
provide an opportunity for contra-side interest to develop or react to the firm's order, the firm's conduct may
constitute manipulation and be the subject of disciplinary action.

In addition, members and member organizations are reminded that when they engage in bona fide hedging or
facilitation trades in connection with VWAP orders, they remain subject to best execution requirements. The
Exchange and the Securities and Exchange Commission (“SEC”) will pursue instances where members or
member firms may have manipulated or pre-conditioned the market in order to achieve a favorable execution
of a large customer order.

IV. Transactions that Are Not Restricted While in Possession of A VWAP or Similar Order

Information received by a member or member organization in connection with a VWAP order or a blind-bid
or risk-bid transaction does not affect the member or member organization's ability to trade in the following
situations:

• Execution of a prior customer order;
• Bona fide hedging activities that the member or member organization can demonstrate are

unrelated to the information supplied by the customer in connection with the VWAP order or blind
bid or risk bid solicitation;

• Execution of electronic trading system (i.e., “Black Box”) orders, provided that the member or
member organization does not have actual knowledge that a portion of the order has been sent to

the Exchange for execution; 2 
• Trades entered for the purpose of correcting a bona fide error;
• Odd-lot transactions executed to offset odd-lot orders that are not part of a blind-bid or risk-bid

transaction; and
• Trades effected by another aggregation unit within the firm (provided that the firm complies with the

terms the SEC's Reg SHO regarding aggregation units). 3 

V. Disclosure of Hedging Activity and Facilitation Trades

Members and member organizations should disclose to customers that they may engage in hedging activity

or facilitation trades prior to the receipt and/or execution of the customer's VWAP order. 4   Such disclosure
should be in the form of a periodic affirmative written notice that is provided to customers in advance of
trading (e.g., semiannually, quarterly or as often as is reasonable under the circumstances), and should be
reasonably calculated to provide customers with sufficient information from which the customer may discern
the firm's intentions.

Disclosure of potential hedging activity or facilitation trades does not create a safe harbor from manipulation
or best execution violations.
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VI. Marking of VWAP Orders

The Exchange deems VWAP orders to be contractually either short or long (depending on the particulars
of the order). Accordingly, members and member organizations should mark VWAP orders as short (long)
for purposes of entering the order. Please note that in the event that a member or member organization is
short the securities underlying a VWAP sell order, the order should be marked “short” (or “short exempt”, if
applicable) even if the customer is long the subject securities.

Short VWAP orders should be executed in compliance with all applicable Exchange rules, SEC regulations
and federal securities laws governing short sales. Failure to accurately mark orders may result in disciplinary
action for failure to maintain proper books and records.

Members and member organizations should mark VWAP orders with a “P” account-type indicator for audit-
trail purposes.

VII. Supervision of VWAP Orders and Similar Transactions

Members and member organizations are required, pursuant to Exchange Rule 342, to ensure that they
have adequate policies and written procedures in place to detect, deter, and prevent the potentially violative
conduct described in this memo.

In particular, firms should establish and maintain procedures reasonably designed to review facilitation and
hedging activities in connection with VWAP and blind-bid or risk-bid transactions, in order to ensure that such
activities comply with Exchange rules and federal securities laws. This includes procedures to ensure that
customers have received notice of any hedging or facilitation activity that could affect the customer's order,
and to minimize the dissemination of information about a customer's VWAP order or blind-bid or risk-bid
transaction, in order to ensure that such information is not used improperly to the customer's detriment. In
addition, steps must be taken to ensure that all terms of the VWAP arrangement and tranactions pursuant to
the arrangement are fully documented.

In addition, members and member organizations must ensure that trading strategies engaged in to facilitate
or hedge VWAP orders have an economic basis and do not have the effect of marking the close or marking
the value of a position. Firms should also periodically evaluate the performance of electronic trading systems
(i.e., “Black Box” systems) to ensure that changing market conditions do not result in a manipulative impact
on the market or otherwise result in improper market dislocation, whether intentionally or unintentionally.

Questions regarding the above may be directed to John Kroog, Director, Market Trading Analysis, Market
Surveillance Division at (212) 656-6532, or Daniel M. Labovitz, Director, Rule Interpretation & Member
Education, Market Surveillance Division at (212) 656-2081.

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Information Memo

Member Firm Regulation

New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005

NYSE
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Number 02-48

November 7, 2002

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, CHIEF OPERATIONS OFFICER,
INTERNAL AUDIT, COMPLIANCE, LEGAL AND TRADING DEPARTMENTS

TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ELECTRONIC TRANSMISSION OF ORDERS

Recently there have been a number of instances where members or member organizations have submitted
orders to the Exchange in error via electronic order entry systems. These errors were the result of human
error or defective commercial or proprietary software systems used to submit DOT Orders to SIAC. The two
primary causes of the error transmissions were: (1) transmitting orders containing an incorrect quantity of
shares; and (2) inadvertently releasing files containing orders transmitted the previous day.

The purpose of this memo is to emphasize to members and member organizations their responsibilities
when utilizing electronic order routing systems. Please also see Information Memos Nos. 92-43, dated
December 29, 1992, 92-15, dated May 28, 1992, and 89-6, dated January 25, 1989. Members and
member organizations are reminded of the regulatory requirements (internal control and written supervisory
procedures) and business practices (Know Your Customer) that must be adhered to when electronic order
entry systems are used.

SYSTEM CONTROLS MANDATORY

While electronic order entry systems can enhance members' or member organizations' ability to route and
execute orders, errors resulting from their use can result in increased market volatility and significant financial
risk and exposure to members and member organizations. Accordingly, all electronic order entry systems
must have written internal control and supervisory procedures, regardless of whether the member or member
organization is utilizing its own proprietary system or that of an outside vendor.

Electronic order entry systems, should, at a minimum, incorporate the following features: 1) controls that limit
use of the system to authorized persons/parties, 2) checks for validation of order accuracy, 3) established
limits and/or order prohibitors, to prevent orders exceeding preset credit and order size parameters from
being transmitted for execution, and 4) controls that monitor for duplication/retransmission of orders
previously transmitted for execution. When members or member organizations use a vendor's order entry
system, it is incumbent upon the member or member organization to ensure that the system has the requisite
controls in place and that the vendor's system complies with all Exchange audit trail requirements, including
Front End Systemic Capture (“FESC”) as required by Rule 123(e).

PROBLEMS RESULTING FROM SYSTEMS MAINTENANCE

Several of the recent errors occurred as the direct result of systems maintenance. Members and member
organizations must ensure that when software maintenance is being performed on their own electronic
order entry systems that safeguards are in place to prevent the inadvertent disabling of such systems or any
automated messaging systems that are used to alert firms as to problems with their order entry systems.
Further, such systems should be separated so that when maintenance is performed on one system it does
not impact or disable the other system. Similarly, members and member organizations are responsible to
ensure that such safeguards are in place for order entry systems of vendors or otherwise provided to or
utilized by correspondents and other third parties.

IMPROPER TESTING OF SYSTEMS PROHIBITED

The Exchange has recently become aware of instances where members and member organizations test their
systems' connectivity to the Exchange's systems by sending what purports to be an actual order, but one not
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executable because of its terms (for example, sending an order to buy or sell 100 shares of a stock at $1,
when the stock is trading well outside that price), and immediately sending a cancellation of the order.

Any test of a member's or member organization's system connectivity to the Exchange must be performed
using the appropriate established testing procedures. Test messages should be clearly denoted as such and
should not be sent in the guise of an actual order.

PERMITTING USE BY CORRESPONDENTS AND OTHERS

Before a member or member organization grants correspondents or other parties, pursuant to carrying,
clearing or other arrangements, access to its (or a vendor's) electronic order routing system, it must ensure
that reasonable written control and supervisory procedures (that must include at a minimum the four features
enumerated under the subhead “System Controls Mandatory” on page one of this Memo) are in place, and
must obtain and maintain as part of its books and records a copy of such correspondent's written control
procedures as well as a written undertaking from the correspondent that it will abide by such procedures. In
addition, the correspondent must provide the member or member organization with written notification of any
significant changes to such procedures. As an alternative, the carrying or clearing member organization itself
may establish the procedures by which a correspondent must abide and must obtain a written undertaking
from the correspondent that it will comply with such written procedures.

A member or member organization can also satisfy this requirement by using an electronic screen i.e., built-in
system checks, such as preset size and/or dollar limits, in its electronic order entry system.

DUE DILIGENCE OBLIGATIONS

Members and member organizations are also reminded of the requirements of Exchange Rule 405
(“Diligence as to Accounts”) also referred to as the “Know Your Customer” Rule, which provides, in part, that
members and member organizations must learn the essential facts relative to every customer and order. The
Rule's requirements are imposed on every customer order, regardless of the method or system used for their
receipt and transmission, including those routed via electronic trading systems.

Questions regarding this memo may be directed to your Finance Coordinator at the Exchange.

___________________________________

Salvatore Pallante

Executive Vice President

Attachments
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SUBJECT: Positioning to Facilitate Customer Orders

The purpose of this memorandum is to present the Exchange's view of various trading strategies employed
by member organizations to facilitate customer stock or program orders. Although it is not possible to provide
an all-inclusive discussion of these strategies, the Exchange believes it is important to describe the kind of
activity which would be inconsistent with just and equitable principles of trade.

A member organization “A” commits to sell (buy) securities after the close to (from) a customer at the closing
price on the Exchange. To position itself to facilitate this transaction, “A” buys (sells) the stock(s) throughout
the day in a proprietary account, assuming the risk of the market. In order to reduce the risk of the proprietary
position it is assuming during the day, “A” leaves a portion of the position to be executed at the close. If
the size of the transaction(s) “A” intends to execute at the close can reasonably be expected to impact the
closing price(s), “A” should not buy (sell) any stock related to that position near the close. (“:A” would not be
precluded from entering proprietary market-on-close orders for execution in the closing transaction, if “A”
is not representing any proprietary orders near the closing transaction). What constitutes “near the close”
depends upon the degree of risk which can reasonably be attributed to the position established by that trade
versus the reasonably anticipated impact the trade at the close will have on the closing price. While each
situation may be unique, depending upon the size of the transaction and the liquidity of the stock, generally
traded executed after 3:40 p.m. would be considered “near the close.” Engaging in such transactions for
the firm's proprietary account would be conducted inconsistent with just and equitable principles of trade.
However, “A” would not be precluded from executing the customer's order on an agency basis at any time,
including at or near the close. It should be recognized, however, that this does not preclude the Exchange
from determining that such activity may be a violation of the anti-manipulative provisions of the Securities
Exchange Act of 1934 or Exchange rules.

Similarly, intra-day, it would be conduct inconsistent with just and equitable principles of trade for a member
organization to effect any transactions in a stock while knowing of the imminent execution of a block, in order
to subsequently liquidate the position by (over) participating on the contra-side of the block transaction. For
example, if “A” knows a block will be bought one-quarter of a point up from the current market, “A” should not
buy stock to subsequently sell into the block transaction at the higher price.

In addition, it would be conduct inconsistent with just and equitable principles of trade for any person to
disclose to any other person trading strategies or customers' orders for the purpose of that person taking
advantage of the information for personal benefit or for the benefit of the member organization. This does not,
however, preclude a member organization from soliciting interest to trade with the contra side of a block in the
normal course of engaging in block facilitation activities.

Member organizations are required to establish and maintain procedures reasonably designed to review
facilitation activities for compliance with Exchange rules and federal securities laws. Member organizations
must ensure that trading strategies engaged in by their proprietary traders to facilitate customers' orders
have an economic basis and are not engaged in to mark the closing price or to mark the value of a position.
In addition, before any at-the-close customer order is transmitted to the Floor, the member organization
accepting the order must exercise due diligence to learn the essential facts relative to the order, including
the purpose and propriety of the at-the-close instructions, particularly when it has knowledge of other orders
executed for the customer's account during the day.

Questions regarding the above may be directed to Agnes Gautier at (212) 656-4608.

___________________________________

Robert J. McSweeney

Senior Vice President

Market Surveillance Division

Member Education Bulletin
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2006-3

NYSE

Date: January 30, 2006

To: All Member, Member Organizations, Legal and Compliance Officers

From: Market Surveillance Division

Re: “ASK MARKET SURVEILLANCE” - NEW SOFTWARE SYSTEM BEING RELEASED MID-FEBRUARY,
2006

NYSE Regulation is pleased to announce the release of “Ask Market Surveillance”, a computer-based legal
research tool. The software application, which will be made available to Floor members and Floor member
organizations (and their Floor staff and Legal and Compliance Departments), will be available beginning in
mid-February, 2006. Details on signing up and gaining access to Ask Market Surveillance begin on Page 2 of
this Member Education Bulletin.

Ask Market Surveillance is an exciting new tool that combines two principal capabilities into one application:

• Easily and efficiently locate online interpretive guidance on NYSE trading rules; and
• Request targeted interpretive guidance directly from NYSE Regulation's Market Surveillance

Division.

Find Interpretive Guidance Quickly and Easily

To assist in locating relevant material, Ask Market Surveillance offers users a powerful search engine that
simultaneously combs the various published interpretive materials maintained by the Exchange including:

• Constitution and Rules
• Information Memos
• Member Education Bulletins
• Floor Official Manual
• Hearing Panel Decisions
• Previously-asked Questions and Answers.

Relevant search results are returned in an easy-to-navigate table format. To view a document, users simply
click on items in the results list. Documents can be printed directly from the system to any of the users'
attached or networked printers.

If the original search results are too broad, the application lets users drill down within those results to locate
more specific items. The system will save the users' search parameters so that users can easily re-run
previous searches with a single click.

Pose Interpretive Questions to Market Surveillance Division Staff

Not every interpretive question can be answered by existing interpretive materials. That's why Ask Market
Surveillance permits users to submit interpretive questions to Market Surveillance Division staff, who will
research them and provide answers as quickly as possible. The turnaround time for any particular request will
vary depending on the complexity of the question.

Questions that are posed and responded to in the system may be published in the Ask Market Surveillance
database as a way to make the information available to all users online. Information that could identify
submitters or their affiliations will be removed before questions and answers are published.

Please note that because answers cannot be provided in real time, users should continue to bring time-
sensitive questions directly to Market Surveillance Division personnel in person on the Floor or via telephone.
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Staff will work with the user to find a more immediate answer, which may then be entered into Ask Market
Surveillance by the responding staff person.

Other Key Features of Ask Market Surveillance

Ask Market Surveillance incorporates a number of additional features that make it easy to use.

• “Hot Topics”: Through its “Hot Topics” feature, Ask Market Surveillance can help users keep abreast
of new and amended rules, recent publications by the Market Surveillance Division and questions
frequently raised with the Division.

• Email Notifications: Users don't need to manually check the status of their inquiries - instead, the
system will generate emails to users letting them know when their questions have been answered,
or inviting them to provide additional information necessary to answer a question.

• Special Notices: When users log on, Ask Market Surveillance presents an initial window that will
alert them to new developments, the addition of new “Hot Topics” and other system news.

• Availability from the Floor: Member Organizations who have access to the Electronic Filing Platform
(EFP) from the Floor will be able to access Ask Market Surveillance directly from the Floor.

• Availability from Upstairs Compliance Offices: Access to Ask Market Surveillance will be
via the internet-based EFP, to which most member organizations already have access.
Questions regarding the EFP should be directed to Harry Mousmoules at (212) 656-4337 or
hmousmoules@nyse.com.

Signing Up for Ask Market Surveillance

Members and Member organizations who are interested in signing up for Ask Market Surveillance are asked
to follow the procedure described below.

1. Designate a single point-of-contact. In order to facilitate the signing up of new accounts, we ask
that the chief compliance officers at member organizations identify eligible staff (i.e., Floor personnel
and legal and compliance personnel involved in Floor-related activities) who should have access to Ask
Market Surveillance.

The chief compliance officer or a designated individual will be responsible for certifying that users are
eligible participants, and for keeping all user information up-to-date.

2. Register your organization's users. The chief compliance officer or a designated individual
should provide a list of persons (first name and last name) approved by the member or member
organization to use the system, along with each individual's business e-mail address to
askmarketsurveillance@nyse.com. Please note that only the designated point person will be able to set
up new accounts for that member organization. As noted above, at the outset, Ask Market Surveillance
is intended for personnel whose functions are related to trading on the Floor of the Exchange, and we
request that only those individuals be registered as users. Once the account has been activated, the
individual users will be advised by e-mail.

Using Ask Market Surveillance

Ask Market Surveillance was designed to be an intuitive system so that users can begin using the system
without formal training. New users will receive a “Quick Reference Card” via email when they are registered,
which should answer most questions that they may have. The Quick Reference Card will also direct users on
how to obtain additional assistance if necessary.

Members and member organizations are reminded that Ask Market Surveillance is intended to provide rule
interpretation guidance only from NYSE Regulation's Market Surveillance Division. We will make every effort
to route non-Market Surveillance questions to the appropriate Exchange staff for resolution.
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To facilitate the process of responding to inquiries, we ask that questions sent to Ask Market Surveillance
be reasonably focused and provide all information necessary to answer the question. If a question is
incomplete or unclear, a Market Surveillance staff person may find it necessary to reach out to a user for
more information or clarification, which will delay your response. In the event that clarifications are required,
users will receive an e-mail from the system. For your convenience, the email will contain a clickable link to
the relevant screen on the system.

General Contacts

If you have questions about Ask Market Surveillance, please direct them to:

Question regarding system functionality and database content:

Daniel Labovitz, Director, Market Surveillance, (212) 656-2081; or Carol Krusik, Director, Market
Surveillance, (212) 656-4597

Questions regarding signing up for Ask Market Surveillance:

Wendy Lugo, Analyst, Market Surveillance, (212) 656-5819

___________________________________

Robert A. Marchman

Executive Vice President

Market Surveillance Division

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Effective March 1, 2010, the Exchanges amended Rules 13, 15 and 123C to modify and update the
closing process procedures, including entry/cancellation times for MOC/LOC orders and the provision of
a new order type, the Closing Offset Order. For more information on the modifications to these rules, see
NYSE/NYSE Amex Information Memorandum 10-11 (February 26, 2010) (attached). See also Securities
Exchange Act Release Nos. 61233 (December 23, 2009), 74 FR 69169 (December 30, 2009) (SR-
NYSE-2009-111); 61244 (December 28, 2009), 75 FR 479 (January 5, 2010) (SR-NYSEAmex-2009-81);
61614 (March 1, 2010), 75 FR 10535 (March 8, 2010) (SR-NYSEAmex-2010-17); and 61616 (March 1,
2010), 75 FR 10533 (March 8, 2010) (SR-NYSE-2010-12).

2  See Section III. D. of this memo for more information on NYSE and NYSE Amex Equities Rule 123C(9).
3  See Section III. B. of this memo for more information.
4  In March 2009, the Exchanges implemented an enhancement to MOC/LOC functionality to accept only

those MOC/LOC orders entered after 3:40 p.m. that are on the contra side of a published regulatory
imbalance. The enhanced functionality also enabled Exchange systems to reject all cancel requests
sent after 3:50 p.m. for any previously entered MOC/LOC order. When the Exchanges changed the
MOC/LOC entry and cancellation times in March 2010 (see footnote 1 above), the times on this reject
functionality were changed accordingly.

5  A "legitimate error" is an error in the term of an order, such as price, number of shares, buy/sell, or
identification of the security. See NYSE and NYSE Amex Equities Rule 123C(1)(c).

6  See NYSE and NYSE Amex Equities Rules 123C(2)(c).
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7  Imbalance publications include both MOC and marketable LOC orders (based on the last sale price at
the time the publication is made). See NYSE and NYSE Amex Equities Rule 123C(1)(b) and (d), defining
"Informational Imbalance Publications" and "Mandatory MOC/LOC Imbalance Publications". For more
information on how imbalance publications are calculated, see NYSE and NYSE Amex Equities Rule
123C(4).

8  Floor Official approvals to issue Informational Imbalance Publications should be recorded on the Floor
Official Approval form under Item 12 ("Consultation/Other"). Members should state the proposed
imbalance information and note any other relevant information (e.g. ADTV, size, degree of impact) in
connection with the request.

9  As with Informational Imbalance Publications, Floor Official approvals to issue certain Mandatory MOC/
LOC Imbalance Publications should be recorded on the Floor Official Approval form under Item 12
("Consultation/Other"). Members should state the proposed imbalance information and note any other
relevant information (e.g. ADTV, size, degree of impact) in connection with the request.

10  For more information on how the reference price is determined, see NYSE and NYSE Amex Equities
Rule 123C(6)(a)(iii).

11  In the case of a buy (sell) imbalance, CO orders to sell (buy) at a price equal to or lower (higher) than the
reference price are to be included in the imbalance.

12  On May 17, 2010, the Exchange implemented changes to Rule 70 to provide that d-Quotes and pegging
e-Quotes that are entered 10 seconds or less before the scheduled close will automatically be rejected
by Exchange systems. Accordingly, on a regular trading day, Exchange systems will reject d-Quotes
or pegging e-Quotes entered at or after 3:59:50 p.m. See SEC Release No. 34-61848; File No. SR-
NYSE-2010-31 (April 6, 2010).

13  On a day that trading on the Exchange is scheduled to close earlier than 4:00 p.m., the Exchange will
disseminate Order Imbalance Information every five (5) seconds starting at 10 minutes prior to the
Close. See NYSE and NYSE Amex Equities Rule 123C(6)(a)(v).

14  For more information on the execution of orders at the Close, see NYSE and NYSE Amex Equities Rule
123C(7). Members and member organizations are reminded that, when arranging the Close, they may
not use the Display Book system in an inappropriate manner designed to discover information about
unelected stop orders.

15  See NYSE/NYSE Amex Information Memorandum 09-20 (May 5, 2009).
16  Available on the NYSE/NYSE Amex website at: www.nyx.com.

*  Except as provided in Rule 123C(9)(a)
1  NYSE Regulation has recently imposed formal disciplinary sanctions and significant fines for odd-lot

trading violations, which are described in Hearing Panel Decisions 07-10, 06-160, 06-171, and 06-192
and posted on NYSE.com.

1  In connection with contemplated hedging and facilitation trades, members and member organizations
should review Information Memo 95-28 ("Positioning to Facilitate Customer Orders") for further
discussion of conduct that the Exchange deems to be inconsistent with just and equitable principles of
trade. In addition, this Information Memo is not intended to set out all possible violations that may occur
in connection with VWAP transactions; members and member organizations should be aware that the
conduct described may also violate other Exchange rules or federal securities laws.

2  See Information Memo 01-21.
3  17 C.F.R. § 240.200(f)
4  Members and member organizations are encouraged to review a Final Notice of the United Kingdom's

Financial Services Authority ("FSA"), dated March 18, 2004, involving program trading by Morgan
Grenfell & Co. Ltd. In that case, Morgan Grenfell made a blind bid for a customer's program trade, and
at the same time, began hedging against probable risks from the trade. Ultimately, the firm's hedging
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activities moved the market in certain of the securities involved. The FSA found that Morgan Grenfell
had not adequately disclosed its proprietary trading in advance of the customer's acceptance of the
blind bid, and therefore had a conflict of interest with its client. The FSA fined the firm £190,000, and the
firm reimbursed the customer for the increased price of those securities. A copy of the Final Notice is
available on the FSA's website at http://www.fsa.gov.uk/pubs/final/m-grenfell_18mar04.pdf.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 10-28

Click to open document in a browser

June 17, 2010

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, CHIEF OPERATIONS OFFICER,
OPERATIONS PARTNER AND LEGAL AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: QUARTERLY Expiration Day - JUNE 18, 2010

I. Purpose of this Information Memo

Friday June 18, 2010, will be a quarterly Expiration Day for stock and index options and futures products
whose settlement pricing is based upon NYSE and NYSE Amex (collectively, the “Exchanges”) opening or
closing prices on that day. NYSE Regulation is issuing this Information Memorandum to remind members
and member organizations of certain NYSE and NYSE Amex Equities rules and policies regarding opening
imbalance publications, entry and cancellation of market-on-close/limit-on-close (“MOC/LOC”) and closing

offset (“CO”) orders, publication of on-the-close imbalances, and printing the closing transaction. 1 

II. S&P Quarterly Rebalance

Following the close of trading on June 18, 2010, Standard & Poor's will effect a quarterly share rebalancing of
the S&P 500, the S&P MidCap 400, S&P SmallCap 600 and S&P REIT Composite Indices. This rebalancing
may affect the volume of trading of certain stocks on the Exchanges. Details on these rebalancings are
available on S&P's website (www.standardandpoors.com).

III. Expiration Day Opening Imbalance Publication

Members and member organizations are reminded that the regular pre-opening procedures outlined in NYSE
and NYSE Amex Equities Rules 15 (Pre-Opening Indications) and 123D (Openings and Halts in Trading)
will apply on the June 18 Expiration Day. Accordingly, DMMs should publish indications as promptly as
practicable but should be mindful of their additional obligations under Rule 123D to publish one or more
indications, under the supervision of a Floor Official, in situations where the opening price would be affected
by an imbalance of market and limit buy and sell orders in a security.

In the event that one or both of the Exchanges invokes its exemptive powers under NYSE or NYSE Amex
Equities Rule 48 (Exemptive Relief - Extreme Market Volatility Condition), the terms of that rule would govern
the obligation to publish pre-opening indications.

IV. NYSE and NYSE Amex Equities Rules and Policies Relating to the Close

A. MOC/LOC and CO Order Entry and Cancellation

Members and member organizations are reminded that the provisions of NYSE and NYSE Amex Equities
Rule 123C (Closing Procedures) will apply to the close on the June 18 Expiration Day. Please note that,
while the Exchanges expect their systems to operate normally on June 18, in the unlikely event of a systems
interruption leading into or at the Close, the Closing Procedures set out in Rule 123C would operate as if the
Exchanges had declared a regulatory halt in one or more securities.
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In the event that one or both of the Exchanges invokes its exemptive powers under NYSE or NYSE Amex
Equities Rule 123C(9) (Closing Procedures - Extreme Order Imbalances at or Near the Close), the terms of

that rule would govern the handling of orders at the Close. 2 

In connection with the entry of MOC/LOC and CO orders generally, members should pay particular attention
to the following:

▪ A “published imbalance” is an imbalance that has been disseminated to the Tape. An imbalance
that is announced orally or physically posted at the panel is not considered to be a published

imbalance. 3   The NYSE/NYSE Amex Order Imbalance Information product, a data feed of real-
time order imbalances that accumulate prior to the opening and the closing of trading on the
Exchanges, does not constitute a “published imbalance.”
▪ Brokers and traders are reminded that, while they should enter orders as early in the day as
possible, all MOC/LOC orders (unless entered to offset a published imbalance) must be entered by

3:45 p.m. 4   Entering MOC/LOC orders early provides DMMs with the opportunity to more quickly
identify potential order imbalances that might exist at the Close and to disseminate that information.
This, in turn, enables brokers and traders to more effectively identify potential offsetting customer
interest that could mitigate any imbalance. MOC/LOC and CO orders entered prior to 3:45 p.m. may
be canceled or reduced prior to that time for any reason.
▪ Between 3:45 p.m. and 3:58 p.m., MOC/LOC orders may be entered only to offset a security's
published imbalance, while CO orders may be entered in any amount on either side of the market.
During this time period, MOC/LOC and CO orders may be canceled or reduced in size only to

correct a legitimate error. 5   Please note that NYSE Regulation and FINRA staff will continue
to closely monitor the cancellation of MOC/LOC and CO orders pursuant to the Rules of the
Exchanges.
▪ After 3:58 p.m., MOC/LOC orders may be entered only to offset a security's published imbalance,
while CO orders may be entered in any amount on either side of the market. After 3:58 p.m., MOC/
LOC and CO orders may not be cancelled or reduced in size for any reason except in accordance
with NYSE and NYSE Amex Equities 123C(9) (see part IV(D) below).
▪ In the event of a trading halt effective at 3:45 p.m. or later, MOC/LOC orders may be entered only
to offset a published imbalance. CO orders, however, may be entered in any amount on either side

of the market. 6 

B. Imbalance Publications 7 

NYSE and NYSE Amex Equities Rule 123C(5) provides for the publication of order imbalances as described
below. In addition, members may refer to the attached quickreference page for a summary of the times and
requirements for imbalance publications. DMMs are reminded that erroneous imbalance publications must be
corrected as soon as practicable.

1. Informational Imbalance Publications between 3:00 p.m. and 3:45 p.m.

Between 3:00 p.m. and 3:45 p.m., DMMs are encouraged to issue Informational Imbalance Publications
of any size if they believe that there could be significant price dislocation at the Close. These publications
are informational only and do not limit MOC/LOC or CO order entry or cancellation before 3:45 p.m. DMMs
who wish to issue an Informational Imbalance Publication must obtain prior approval from a Floor Official or

qualified Exchange employee (see Rule 46.10) prior to issuance. 8 

2. Mandatory MOC/LOC Imbalance Publications at 3:45 p.m.
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As soon as practicable after 3:45 p.m., any MOC/LOC imbalance of 50,000 shares or more for NYSE-listed
securities, and 25,000 shares or more for NYSE Amex Equitieslisted securities will be published. Other
significant imbalances of lesser size (e.g. less than 50,000/25,000 shares but significant relative to the
average daily trading volume (“ADTV”) of a particular security) may be published by the DMM with Floor

Official or qualified Exchange employee approval. 9 

In addition, any Informational Imbalance Publication issued prior to 3:45 p.m. must be updated. An imbalance
of 50,000 shares (NYSE), 25,000 shares (NYSE Amex Equities), or more will be published. If there is an
imbalance of any lesser size that is significant relative to the ADTV of the stock, it may be published by
the DMM with Floor Official or qualified Exchange employee approval. If there is no such imbalance, a “no
imbalance” indication must be issued by the DMM.

3. Mandatory MOC/LOC Imbalance Publications after a trading halt

If a trading halt is in effect at 3:45 p.m. but is lifted prior to the Close, any MOC/LOC imbalance of 50,000
shares (NYSE), 25,000 shares (NYSE Amex Equities), or more will be published, and any imbalance of
lesser size if significant relative to the ADTV may be published by the DMM as soon as possible after trading
reopens, subject to prior Floor Official or qualified Exchange employee approval. If the trading halt is not lifted
before the Close, there will not be any imbalance publications.

4. Exchange Publication of Order Imbalance Information

In addition to the Informational Imbalance and Mandatory MOC/LOC Imbalance Publications described
above, the Exchanges also make available real-time Order Imbalance Information prior to the Close in
accordance with NYSE and NYSE Amex Equities Rule 123C(6). These publications take place approximately
every five (5) seconds between 3:45 p.m. and 4:00 p.m. The Order Imbalance Information publications use
a reference price in order to indicate how many shares would be needed to close the security at that price,

including MOC, marketable LOC and CO orders. 10   Beginning at 3:55 p.m., the Order Imbalance Information

publications also include stop orders, d-Quotes 11   and all other e-Quotes containing pegging instructions

eligible to participate in the closing transaction. 12 

As noted above, Order Imbalance Information publications are solely for information purposes and off-setting
interest must not be submitted in response to Order Imbalance Information publications. Off-setting MOC/
LOC interest may be submitted only as described in this memo in response to a Mandatory MOC/LOC
Imbalance Publication issued at 3:45 p.m. or after a trading halt in accordance with Rule 123C(2).

C. Printing the Closing Transaction

1. NYSE and NYSE Amex Equities Rules 116.40 and 123C(8)

DMMs are reminded that the closing transaction must be printed consistent with NYSE and NYSE Amex
Equities Rules 116.40 and 123C(8) and they must accurately reflect both the closing price and closing volume

when printing the closing transaction. 13 

Due to possible system latency, marketable orders entered into Exchange systems before 4:00 p.m. might
not be received at the post until after 4:00 p.m. These orders should be incorporated into the closing process,
just as non-MOC/LOC interest that is known at the post is factored into the closing print after 4:00 p.m.

2. Verbal Interest and e-Quotes at the Close

All interest, including verbal, e-Quoted, d-Quoted and Display Book interest, should be taken into account by
the DMM when formulating the Close pursuant to Rule 123C(7).

Depending on whether it is marketable or not, verbal interest may be handled differently than e-Quoted
interest at the Close. Marketable verbal interest is included with all market and MOC interest at the Close,
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while limited verbal interest and e-Quotes are on parity with limit orders. DMMs are reminded that verbal
interest from a Floor broker should be handled one of two ways: limited verbal interest should be entered into
the system as a manual e-Quote and DMMs may require a written order from the broker; marketable verbal
interest should be entered into the Closing template.

3. Orders to offset MOC/LOC imbalances at the Close to mitigate price disparity

NYSE and NYSE Amex Equities Rule 902 (Off Hours Trading Orders) provides for entry of orders after
the Close. Rule 902(a)(ii)(B) permits DMMs to include in the calculation of the Close legitimate market
interest that has agreed to offset all or part of any MOC imbalance that existed prior to the Close at 4:00
p.m. The DMM's use of this offsetting interest to minimize significant price dislocation on the Close will
result in a closing-price coupled order between the DMM and member, member organization or customer.
If the member, member organization or customer agrees, the DMM may include this interest in offsetting an
imbalance when setting the closing price and increase DMM participation in the closing print to the extent
of the new contra interest. In this way the DMM will liquidate or cover the related dealer position, and the
member, member organization or customer will acquire the position. Such closing-price coupled orders are
executed at the Ramp.

It is important to note that Rule 902 may not be relied on for the entry of an order after the Close when there
is no MOC/LOC imbalance or when the imbalance would not result in volatility and/or price dislocation. In
addition, it cannot be used if the Close has already been printed.

D. Extreme Order Imbalances at or Near the Close

In order to avoid significant dislocation in the closing price that may result from an order entered or
represented at or near the Close, NYSE and NYSE Amex Equities Rule 123C(9) permits the Exchanges to
temporarily suspend the hours of operation under Rule 52 so that offsetting interest may be solicited from
both on-Floor and off-Floor participants and entered to reduce the size of the imbalance. Any such extension
of trading under Rule 123C(9) would be designated by the Exchanges for a specific time period within 30
minutes after the scheduled close.

Rule 123C(9) also permits temporary suspension of the prohibition on the cancellation or reduction of a MOC/
LOC order after 3:58 p.m. where there is a legitimate error in such an order and the execution of the order
would cause significant price dislocation at the Close.

Only the DMM assigned to a particular affected security may request relief under Rule 123C(9). A request
for relief under Rule 123C(9) must be approved and supervised by an Executive Floor Governor or qualified
NYSE Euronext employee.

V. Adequacy of Operations and Supervisory Staff

All members and member organizations, including DMMs, should ensure that both operational and
supervisory staffing on and around the June 18 Expiration Day will be sufficient to monitor and process
all orders, regardless of the form in which they are received, as well as to handle the increased workload
anticipated as a result of the quarterly rebalancing. All members and member organizations should also
review their systems to ensure that they have adequate capacity to handle the expected increase in volume.
For example, DMM firms should review their DMM Unit algorithm to ensure that they meet their obligations to
maintain a fair and orderly market. DMMs are reminded to seek the advice of a Floor Official regarding any
unusual situations as quickly as possible.

VI. Supervision

A. Review of Policies and Procedures
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In view of increased automated order delivery, e-Quoting and automatic execution, NYSE Regulation is
advising members and member organizations to carefully review their procedures as well as their supervisory
systems for handling orders in connection with the June 18 Expiration Day. NYSE Regulation expects
members and member organizations to review their practices for handling orders at or near the Close,
particularly with respect to any orders where there is an on-close or other price guarantee for those securities
that are part of the quarterly rebalancing. Reviews should include both orders that are handled manually as
well as those orders that are handled systemically, such as orders that are handled by a computer algorithm.
In addition, members and member organizations should take all necessary steps to ensure that the relevant
trading and back-office staff are familiar with firm procedures for handling orders at or near the Close.
Members and member organizations should also be mindful of the guidance issued in Information Memo
09-22 (May 28, 2009) (attached) regarding procedures for escalating and addressing inquiries arising from
real-time regulatory or trading issues.

In addition, members and member organizations are reminded of their obligation to have adequate systems
and controls relating to the use of firm systems by correspondents or others, including usage of the
Exchanges' odd-lot systems. Please consult NYSE Information Memos 02-48 (November 7, 2002) and 07-60
(June 29, 2007) (both attached) for more information.

B. Adequacy of Compliance Program

Members and member organizations are also reminded to ensure that they have a robust compliance
program that includes adequate supervisory policies and procedures to monitor for compliance with NYSE
and NYSE Amex Equities Rule 123C and the guidance contained in this Information Memo. Those policies
and procedures must be adequate to ensure that all procedures related to MOC/LOC orders are appropriately
followed, and to detect and deter any actions that may violate NYSE, NYSE Amex or SEC rules.

C. Due Diligence Requirements

Consistent with the requirements of NYSE and NYSE Amex Equities Rule 405, before any at-the-close
order is transmitted to the Floor the member or member organization accepting the order must exercise due
diligence to learn the essential facts relative to the order, including the purpose and propriety of the at-the-
close instruction. In addition, an imbalance of orders at or near the Close, caused in part by the entry of such
orders, could lead to trading being halted in the security and such orders not receiving an execution.

D. Supervision to Prevent Improperly Affecting the Close

Members and member organizations must also ensure that their activity does not have the effect of artificially
impacting the closing price. Firms should review procedures utilized in connection with orders to be
executed at or near the close with their traders and other order-entry personnel. Firms should also review
systemic order-entry functions (e.g., algorithms or “smart servers”) for compliance with the provisions of this
Information Memorandum. Firms should also review the provisions of NYSE Information Memo 95-28 (July
10, 1995)(attached), which discusses trading near the Close and activity that would constitute violations of
NYSE and NYSE Amex Equities Rules, as well as federal securities laws.

In that connection, members and member organizations are reminded that, where a firm has committed to
purchase from (sell to) a customer an order at a price that is derived from the closing price (e.g., MOC orders)
while also reserving a significant position of its hedging or covering transaction to be executed at or near
the Close, they must operate with substantial care. If the transaction is completed in a manner that does not
effectively place the firm at market risk or if the transaction does not provide an opportunity for possible contra
side interest to develop and/or react to the activity, it would raise manipulative concerns and would operate as
conduct inconsistent with just and equitable principles of trade.

E. Compliance with Federal Securities Laws and Rules
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In addition to complying with NYSE and NYSE Amex rules and policies, members and member organizations
should review other applicable federal securities laws and regulations, including Section 9(a)(2) of the
Securities Exchange Act, Regulation SHO and Rule 10b-5, as well as the margin and capital rules. Firms
must ensure that they have adequate policies and procedures to detect, deter and prevent such potentially
violative conduct.

VII. Staff Contacts

Regulatory questions concerning this memorandum may be addressed to the following FINRA staff:

Patricia Bergholc, Director, On Floor Surveillance, at (212) 656-4948

Michael Fryer, Director, Member Trading, at (212) 656-4656

John Saxton, Director, Member Trading, at (212) 656-2324 or

Andrew White, Director, Member Trading, at (212) 656-4498.

Operations questions concerning this memorandum may be addressed to the following:

Paul Bauccio, Senior Vice President, Operations, at (212) 656-2929 or

Dennis Pallotta, Director, Operations, at (212) 656-5236

Sonia Rosa, Director, Operations, at (212) 656-2899.

Questions may also be directed to OFSU via the White Phone or in person at the Ramp.

Questions that are not time sensitive may also be submitted to Ask Market Surveillance.

For information about the Ask Market Surveillance system, refer to NYSE Member Education Bulletin 2006-3
(January 30, 2006), if you or your firm is not already a subscriber.

___________________________

NYSE Regulation, Inc.

Attachments

February 26, 2010

ATTENTION: CHIEF EXECUTIVE OFFICER, CHIEF OPERATIONS OFFICER, LEGAL AND COMPLIANCE
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENT TO NYSE & NYSE AMEX EQUITIES RULES 123C (“Market On The Close
Policy And Expiration Procedures”), 13 (“Definition of Orders”) AND 15 (“Pre-Opening Indications”) -
MODIFICATION OF CLOSING PROCESS PROCEDURES

I. Purpose

The purpose of this Information Memo is to advise members and member organizations that effective March
1, 2010, New York Stock Exchange, LLC (“NYSE”) and NYSE Amex LLC (“NYSE Amex”) (collectively herein
the “Exchanges”) will modify their closing procedures pursuant to an amendment of NYSE and NYSE Amex
Equities Rules 123C. Conforming amendments were also made to NYSE and NYSE Amex Equities Rules
13 and Rules 15. These modifications to the closing procedures and the corresponding rule amendments
contain significant changes to the way in which the close of trading is handled on the exchanges. Accordingly,
members and member organizations should carefully review this memorandum to ensure that they will be in
full compliance with the changes when they go into effect on March 1, 2010.

II. Background - Closing Procedures Prior to Current Amendments.
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This section contains a description of the current pre-amendment NYSE and NYSE Amex Equities Rules
123C procedures for the entry and execution of market-at-the-close (MOC) and limit-at-the-close (LOC)
orders and the determination of the closing print(s) to be reported to the Consolidated Tape for each security
at the close of trading.

Prior to the amendments described herein, all MOC/LOC orders were required to be entered by 3:40 p.m.,
unless entered to offset a published imbalance on either side of the market or if a regulatory halt is in effect at
3:40 p.m. Further, between 3:40 p.m. and 3:50 p.m., MOC/LOC orders were irrevocable, except to correct a
legitimate error, or when a regulatory trading halt was in effect at or after 3:40 p.m. After 3:50 p.m. MOC/LOC
orders cannot be cancelled or reduced for any reason except those provided for in NYSE and NYSE Amex
Equities Rule 123C(8)(a) which governs an extreme order imbalance at or near the close.

At 3:40 p.m., the Designated Market Maker (“DMM”) was required to publish imbalance information in
any security where the order imbalance of buy MOC and marketable LOC buy orders and sell MOC and
marketable LOC sell orders is 50,000 shares or more on the NYSE and 25,000 shares or more on NYSE
Amex. If at 3:40 p.m., there exists any other significant imbalance (i.e., an imbalance of less than 50,000
shares (NYSE)/25,000 shares (NYSE Amex)) that is significantly greater than the average daily volume in
the stock, the DMM may publish an imbalance after obtaining Floor Official Approval. The DMM must update
these imbalance publications as soon as practicable after 3:50 p.m.

Additionally, under the Rule prior to these amendments, an Informational Imbalance of any size may also be
published between 3:00 and 3:40 p.m. with the approval of a Floor Official. If such an Informational Imbalance
is published, as soon as possible after 3:40 p.m., the DMM must either update the Informational Imbalance
with an imbalance publication for 50,000(NYSE)/25,000(NYSE Amex) shares or more, or any other significant
imbalance. If there is neither a significant imbalance nor one of 50,000(NYSE)/25,000(NYSE Amex) shares
or more, a “no imbalance” notice must be published. If an imbalance or “no imbalance” notice is published at
3:40 p.m., a significant imbalance or one of 50,000(NYSE)/25,000(NYSE Amex) shares or more (or, in their
absence, a “no imbalance” notice) must be published as soon as possible after 3:50 p.m.

In addition to publications described above, NYSE and NYSE Amex Equities Rule 123C(6) permit the
Exchanges to disseminate a data feed of real-time order imbalance information that accumulates prior to
the close of trading on the Exchanges (“Order Imbalance Information”). Order Imbalance Information is
disseminated every fifteen seconds between 3:40 p.m. and 3:50 p.m.; thereafter, it is disseminated every five
seconds between 3:50 p.m. and 4:00 p.m.

NYSE and NYSE Amex Equities Rules 123C prior to the amendments described herein, further prescribe the
Expiration Friday Auxiliary Procedures for the Opening. Those provisions of the rule govern the time of entry
and the marking of orders related to expiring index contracts.

III. New - Amendments to NYSE and NYSE Amex Equities Rules 123C, 13 and 15

The Exchanges have amended and renamed NYSE and NYSE Amex Equities Rules 123C and they are
now entitled “The Closing Procedures”. The Exchanges further deleted the “At the Close” order type from
NYSE and NYSE Amex Equities Rules 13 and replaced it with the specific definition of MOC/LOC orders. The
definitions of MOC/LOC orders were deleted from NYSE and NYSE Amex Equities Rules 123C.

The new Closing Procedures are effective March 1, 2010 and will be implemented Floor-wide on that date.
They incorporate a new order type pursuant to NYSE and NYSE Amex Equities Rules 13. The new Closing
Offset (“CO”) order will provide market participants an additional method to offset any imbalance that exists at
the closing trade. Although not guaranteed to participate in the closing transaction, the CO order is eligible for
execution in the closing transaction when there is an imbalance of orders to be executed on the opposite side
of the market from the CO order and there is no other interest remaining to trade at the closing price on the
same side of the CO order.
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Unlike MOC/LOC orders, CO orders may be entered on either side of the market, at anytime prior to the
close. Restrictions on canceling CO orders are the same as those for MOC/LOC orders. CO orders are not
included in the calculation of the Mandatory MOC/LOC Imbalance or the Informational Imbalance (now 3:00
- 3:45 pm) and cannot swing an imbalance to the opposite side of the market. CO orders will be executed
only up to the amount needed to offset the remaining imbalance at a closing price where all other interest has
been filled. CO orders are executed based on time priority of receipt in the Exchanges' systems of all same
side CO orders in that symbol.

Pursuant to the Closing Procedures, all MOC/LOC orders must now be entered electronically by 3:45
p.m., unless entered to offset a published imbalance. A single Mandatory MOC/LOC Imbalance Publication
(“Mandatory Imbalance Publication”) is required as soon as practicable after 3:45 p.m. where there is an
imbalance equal to or greater than 50,000 shares (NYSE)/25,000 shares (NYSE Amex). Pursuant to the
provisions of Rule 123C(5)(a), a DMM may also publish a Mandatory Imbalance Publication with prior Floor
Official or qualified NYSE Euronext employee as defined in NYSE Rule 46.10 approval as soon as practicable
after 3:45 p.m., if there exists an imbalance that otherwise constitutes a significant imbalance, such as an
imbalance of less than 50,000 shares (NYSE)/25,000 shares (NYSE Amex) in any security where such
imbalance is significant in relation to the average daily trading volume in the security.

The new Closing Procedures further permit the cancellation or reduction of MOC/LOC and CO orders only for

legitimate errors between 3:45 p.m. and 3:58 p.m. 1   After 3:58 p.m., cancellations or reductions in the size of
MOC/LOC and CO orders, even in the event of legitimate error, will not be permitted, except pursuant to Rule
123C(9)(a)(2). A legitimate error pursuant to new NYSE and NYSE Amex Equities Rule 123C(1)(c) is an error
in any term of an MOC or LOC order, such as price, number of shares, side of the transaction (buy or sell) or
identification of the security.

The Exchanges will continue to publish the Order Imbalance Information data feed which will now commence
at 3:45 p.m. and be disseminated approximately every five seconds until 4:00 p.m. The modified Order
Imbalance Information data feed is compiled using the following: (i) reference price; (ii) MOC/LOC imbalance
and the side of the market; (iii) d-Quotes and all other e-Quotes containing pegging instructions eligible to

participate in the closing; 2   (iv) MOC/LOC paired quantity at reference price; (v) CO orders on the opposite

side 3   of the imbalance and (vi) at-priced LOC interest eligible to offset the imbalance.

In addition, the new Order Imbalance Information data feed will include two new data fields that provide
subscribers with a snapshot of the prices at which interest eligible to participate in the closing transaction
would be executed in full against contra interest at the time the data feed is disseminated. The two new data
fields will show (i) the price at which closing-only interest (i.e., MOC orders, marketable LOC orders, and
CO orders on the opposite side of the imbalance) may be executed in full, and (ii) the price at which all orders
eligible to trade on the close would execute against orders in the Display Book (e.g., limit orders, including
Floor broker interest (e-quotes) and DMM interest (s-quotes), the full quantity of Minimum Display Reserve
Orders, d-Quotes and pegging e-Quotes, and Stop orders).

Similarly, NYSE & NYSE Amex Equities Rules 15 have been amended to conform the pre-opening Order
Imbalance Information data feed to provide market participants with more information prior to the opening
transaction, by including the price at which all interest eligible to participate in the opening transaction may be
executed in full.

Pursuant to new NYSE and NYSE Amex Equities Rules 123C(f), a “trading halt” has the same meaning as
that term is defined in NYSE and NYSE Amex Equities Rules 123D (“Trading Halt”). Where a Trading Halt
is in effect at 3:45 p.m., a Mandatory MOC/LOC Imbalance will be published as close to the resumption of

trading as possible if the Trading Halt is lifted prior to the close of trading. 4   In this event, MOC/LOC orders
may be entered to offset the published imbalance. If a Trading Halt is not lifted before the close of trading,
the entry of MOC/LOC interest, including offsetting interest, is prohibited. If a Trading Halt occurs in a security
after a Mandatory Imbalance Publication (i.e., after 3:45 p.m.), MOC/LOC orders may be entered to offset
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the published imbalance. Where a Trading Halt occurs after 3:45 p.m. and there is no Mandatory MOC/LOC
Imbalance in the security, the entry of MOC/LOC interest will not be allowed. Note that under amended NYSE
and NYSE Amex Rule123C, no special provisions apply to the cancellation of MOC/LOC and CO orders
with respect to whether a Trading Halt is in place. The cancellation of MOC/LOC and CO orders is governed
by NYSE and NYSE Amex Rules 123C(3) and 123C(9)(a)(2) (“Extreme Order Imbalances at or Near the
Close”).

Finally, new NYSE and NYSE Amex Rule 123C(7) list all the interest that must be executed or cancelled
as part of the closing transaction and the hierarchy of the interest that may be used to offset the closing
imbalance.

IV. New - Elimination of Expiration Friday Auxiliary Procedures for Opening

The Exchanges rescinded the provisions governing “Expiration Friday Auxiliary Procedures for Opening,”
because Exchange systems allow the DMM to accommodate for fluctuation in volume, thus rendering the
provisions of this section unnecessary. Moreover, the order marking provisions were an accommodation to
member organizations. Today, all Exchange member organizations are capable of affixing appropriate order
designations rendering these provisions unwarranted.

In addition, the “Due Diligence Requirements” were deleted from NYSE and NYSE Amex Equities Rules
123C since they are duplicative provisions that are codified in NYSE and NYSE Amex Equities Rule 405.
Members and member organizations are advised that they are still responsible for compliance with the
provisions of NYSE and NYSE Amex Equities Rule 405.

V. Staff Contacts

Operations questions concerning this memorandum may be addressed to the following:

Paul Bauccio, Senior Vice President, NYSE Operations, at (212) 656-2929

Robert Airo, Senior Vice President, NYSE Operations, at (212) 656-5663

Regulatory questions concerning this memorandum may be addressed to the following:

Deanna G.W. Logan, Managing Director, NYSE Regulation, at (212) 656-2389

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
Booth in the Garage. Questions that are not time sensitive may also be submitted to Ask Market Surveillance.
If you or your member organization are not already a subscriber to the Ask Market Surveillance system,
please refer to Member Education Bulletin 2006-3 (January 30, 2006) for more information.

___________________________________

NYSE Regulation, Inc.

NYSE Regulation

Information Memo

Market Surveillance

NYSE Regulation, Inc. | 11 Wall Street

New York, NY 10005

nyse.com

Number 09-22

May 28, 2009
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ATTENTION: COMPLIANCE AND LEGAL DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Procedures for Escalating and Addressing Inquiries Arising from Real-Time Regulatory or Trading
Issues

The purpose of this Information Memo is to remind all members and member organizations that they should
have a process in place to enable timely response to and resolution of inquiries from their employees or
NYSE Regulation, Inc. (“NYSE Regulation”) regarding real-time regulatory matters or trading activities on
the Floor or through NYSE systems. Such a process is mandated by Rule 342 which requires adequate
procedures for supervision and control of business activities, including a separate system of follow-up and
review, designed to achieve compliance with applicable rules and federal securities laws.

There have been recent instances in which Market Surveillance and/or member organization employees
have attempted to contact member organizations with respect to various regulatory issues but the member
organization was unable to promptly respond, and the matter could not therefore be resolved in a timely
fashion. The types of matters that require prompt escalation and attention include, but are not limited to,
account intrusion activity, unusually large orders that could have been submitted in error, unusual trading that
could be the result of aberrational algorithmic activity, potentially violative odd-lot transactions, or potentially
fraudulent or manipulative trading.

While it is important to maintain information barriers and confidentiality requirements, it is also necessary
that member organizations be able to quickly respond to real-time regulatory or trading issues in order to
maintain a fair and orderly market. NYSE Regulation recognizes that member organizations need to have
in place appropriate information barriers under applicable rules and federal securities laws and that such
information barriers may implicate the sharing of information within a business unit in a member organization.
To that end, member organizations should have policies and procedures that retain information barriers
while providing for the prompt escalation, review, and resolution of all real-time trading issues by legal and
compliance staff. Risk managers, compliance officers, and/or other appropriate individuals within a business
unit should have access to necessary information (live order information, position information, etc.) and
necessary areas at the member organization in order to resolve such inquiries. The responsible individual(s)
should also be sufficiently supported in resolving these inquiries.

The identity (name, title, and location) and contact information (telephone numbers, e-mail address, etc.)
for each individual designated pursuant to the member organization's policies and procedures for response
to real-time trading issues should be provided to all applicable member organization employees. At the
member organization's discretion, this contact information may also be provided to Market Surveillance, via
the Electronic Filing Platform.

Member organizations should update this contact information on a rolling basis. Also, policies and procedures
should provide a mechanism for NYSE Regulation personnel to have prompt access to the designated
individual(s) regarding any such inquiries.

In addition, for any regulatory questions relating to real-time trading activities on the Floor or through
NYSE systems, member organizations may contact Patricia Bergholc, Director, Market Surveillance, (212)
656-4948, pbergholc@nyx.com.

Staff Contacts

Questions regarding this Information Memo should be directed to Jean O'Rourke, Director, Market
Surveillance, (212) 656-6007, iorourke@nyx.com, or Peter Bon Viso, Senior Counsel, Market Surveillance,
(212) 656-5621, pbonviso@nyx.com.

___________________________________

John F. Malitzis
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Executive Vice President

Market Surveillance

Information Memo

Member Firm Regulation

New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005

NYSE

Number 02-48

November 7, 2002

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, CHIEF OPERATIONS OFFICER,
INTERNAL AUDIT, COMPLIANCE, LEGAL AND TRADING DEPARTMENTS

TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ELECTRONIC TRANSMISSION OF ORDERS

Recently there have been a number of instances where members or member organizations have submitted
orders to the Exchange in error via electronic order entry systems. These errors were the result of human
error or defective commercial or proprietary software systems used to submit DOT Orders to SIAC. The two
primary causes of the error transmissions were: (1) transmitting orders containing an incorrect quantity of
shares; and (2) inadvertently releasing files containing orders transmitted the previous day.

The purpose of this memo is to emphasize to members and member organizations their responsibilities
when utilizing electronic order routing systems. Please also see Information Memos Nos. 92-43, dated
December 29, 1992, 92-15, dated May 28, 1992, and 89-6, dated January 25, 1989. Members and
member organizations are reminded of the regulatory requirements (internal control and written supervisory
procedures) and business practices (Know Your Customer) that must be adhered to when electronic order
entry systems are used.

SYSTEM CONTROLS MANDATORY

While electronic order entry systems can enhance members' or member organizations' ability to route and
execute orders, errors resulting from their use can result in increased market volatility and significant financial
risk and exposure to members and member organizations. Accordingly, all electronic order entry systems
must have written internal control and supervisory procedures, regardless of whether the member or member
organization is utilizing its own proprietary system or that of an outside vendor.

Electronic order entry systems, should, at a minimum, incorporate the following features: 1.) controls that limit
use of the system to authorized persons/parties, 2) checks for validation of order accuracy, 3) established
limits and/or order prohibitors, to prevent orders exceeding preset credit and order size parameters from
being transmitted for execution, and 4) controls that monitor for duplication/retransmission of orders
previously transmitted for execution. When members or member organizations use a vendor's order entry
system, it is incumbent upon the member or member organization to ensure that the system has the requisite
controls in place and that the vendor's system complies with all Exchange audit trail requirements, including
Front End Systemic Capture (“FESC”) as required by Rule 123(e).

PROBLEMS RESULTING FROM SYSTEMS MAINTENANCE
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Several of the recent errors occurred as the direct result of systems maintenance. Members and member
organizations must ensure that when software maintenance is being performed on their own electronic
order entry systems that safeguards are in place to prevent the inadvertent disabling of such systems or any
automated messaging systems that are used to alert firms as to problems with their order entry systems.
Further, such systems should be separated so that when maintenance is performed on one system it does
not impact or disable the other system. Similarly, members and member organizations are responsible to
ensure that such safeguards are in place for order entry systems of vendors or otherwise provided to or
utilized by correspondents and other third parties.

IMPROPER TESTING OF SYSTEMS PROHIBITED

The Exchange has recently become aware of instances where members and member organizations test their
systems' connectivity to the Exchange's systems by sending what purports to be an actual order, but one not
executable because of its terms (for example, sending an order to buy or sell 100 shares of a stock at $1,
when the stock is trading well outside that price), and immediately sending a cancellation of the order.

Any test of a member's or member organization's system connectivity to the Exchange must be performed
using the appropriate established testing procedures. Test messages should be clearly denoted as such and
should not be sent in the guise of an actual order.

PERMITTING USE BY CORRESPONDENTS AND OTHERS

Before a member or member organization grants correspondents or other parties, pursuant to carrying,
clearing or other arrangements, access to its (or a vendor's) electronic order routing system, it must ensure
that reasonable written control and supervisory procedures (that must include at a minimum the four features
enumerated under the subhead “System Controls Mandatory” on page one of this Memo) are in place, and
must obtain and maintain as part of its books and records a copy of such correspondent's written control
procedures as well as a written undertaking from the correspondent that it will abide by such procedures. In
addition, the correspondent must provide the member or member organization with written notification of any
significant changes to such procedures. As an alternative, the carrying or clearing member organization itself
may establish the procedures by which a correspondent must abide and must obtain a written undertaking
from the correspondent that it will comply with such written procedures.

A member or member organization can also satisfy this requirement by using an electronic screen i.e., built-in
system checks, such as preset size and/or dollar limits, in its electronic order entry system.

DUE DILIGENCE OBLIGATIONS

Members and member organizations are also reminded of the requirements of Exchange Rule 405
(“Diligence as to Accounts”) also referred to as the “Know Your Customer” Rule, which provides, in part, that
members and member organizations must learn the essential facts relative to every customer and order. The
Rule's requirements are imposed on every customer order, regardless of the method or system used for their
receipt and transmission, including those routed via electronic trading systems.

Questions regarding this memo may be directed to your Finance Coordinator at the Exchange.

___________________________________

Salvatore Pallante

Executive Vice President

Attachments

NYSE Regulation

Information Memo

Market Surveillance
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NYSE Regulation, Inc. | 11 Wall Street

New York, NY, 10005

nyse.com

Number 07-60

June 29, 2007

ATTENTION: CHIEF EXECUTIVE OFFICER, CHIEF OPERATIONS OFFICER, LEGAL AND COMPLIANCE
DEPARTMENTS

TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ODD-LOT ORDER REQUIREMENTS

*** Please Show to Your Compliance Officer ***

I. Purpose

The purpose of this Information Memo is to remind all members and member organizations of the NYSE
requirements governing use of the odd-lot system remain in effect and that odd-lot order activity must comply
with these requirements. Firms are warned that use of the odd-lot system in ways that are inconsistent with
traditional odd-lot investment activity is prohibited and violations will be pursued by the relevant regulatory
authority, including NYSE Regulation.

II. Background

The NYSE odd-lot system is intended to afford customers of members and member organizations an
inexpensive and efficient order execution system compatible with traditional odd-lot investing practices of
smaller individual, retail investors. NYSE Rules 124 and 411(b) set forth procedures and requirements for
the proper execution and processing of odd-lot orders. From the inception of the NYSE odd-lot system, the
NYSE has required that the odd-lot system not be used as a professional trading vehicle, except as otherwise
provided in this Memo. For purposes of this Memo, a professional trading vehicle includes trading strategies
by professionals that would result in more than an incidental use of the odd-lot system.

III. Odd-Lot Order Handling and Prohibited Trading Practices

Use of the odd-lot system in ways that are inconsistent with traditional odd-lot investment activity or order
entry practices that are intended to circumvent the round lot market constitute abuses of the odd-lot system
and are prohibited. For example, members and member organizations are not permitted to engage in the
following conduct:

• Unbundling market or limit round-lots for the purpose of entering odd-lot orders in comparable
amounts;

• Failing to aggregate odd-lot orders into round-lots when such orders are for the same account or for
various accounts in which there is a common monetary interest/beneficial ownership interest (note
that the requirement to aggregate such orders applies to both market and limit orders);

• Entering both buy and sell odd-lot limit orders in the same stock before one of the orders is
executed, for the purpose of capturing the “spread” in the stock;

• Effecting prearranged or wash sales in odd-lots, which are trades in which an offer to buy is coupled
with an offer to sell back at the same or an advanced price (or the reverse). These trades are
violative because they are not actually exposed to the risk of the market Whether a transaction
presents “market risk” is a facts and circumstances determination. As a general matter, however, in
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order to be considered at the risk of the market, at the time of the first transaction there can be no
guarantee or assurance of the price of the second transaction. In addition, the time period between
the two transactions would not of itself determine whether the trading had been effected at the risk
of the market Rather, such factors as the liquidity of the security and volume must be considered.
Prearranged or wash sales in odd-lots or partial round lots (“PRLs”) should not be used to create
a false or misleading appearance of more actual or apparent active trading in such security. Such
activity would violate SEC and NYSE anti-manipulation and anti-fraud rules, and other NYSE rules
including but not limited to just and equitable principals of trade and good business practices.

• Effecting prearranged or wash sales in the round-lot portion of a PRL for the purpose of effecting an
execution of the odd-lot portion of the PRL with no market risk and at a more favorable price than
market conditions would have otherwise permitted. For example, when the quote in XYZ is .05 - .15,
a customer simultaneously bids .06 for 199 shares and offers 100 shares at .06. This would cause
100 shares to execute at .06 (this would be a prohibited wash sale), which would in turn force the
specialist to sell to the customer the remaining 99 shares at .06, thereby generating a riskless odd-
lot trade at a better price for the odd-lot than the market at the time would have provided.

• Other types of trading activity in odd-lot orders or in PRLs that is not consistent with traditional odd-
lot investment activity, including index arbitrage, certain types of program trading, security classes
not usually involved in program trading (e.g., REITs, certain narrowly based structure products,
etc.), or any pattern of activity that would suggest day trading or is otherwise clearly suspicious
because it is inconsistent with traditional odd-lot investment activity.

It is also prohibited to enter a round-lot order to create a favorable execution price for odd-lot market or limit
orders pending execution in the odd-lot system.

Odd-lot limit orders may be entered as part of a program trade, provided such orders in the aggregate
constitute a relatively small part of the overall program. For example, the NYSE would consider a program
consisting primarily of odd-lot orders to be presumptively violative of NYSE Rules and policies since the use
of the odd-lot system would not be a “relatively small part” of the overall program.

In determining whether trading involving odd-lots is violative, NYSE Regulation will consider, among other
factors, whether a strategy appears to intentionally utilize odd-lots for the purpose of accessing volume that
would not be available in the round-lot market Accordingly, NYSE Regulation will consider whether a strategy
appears to be contingent on the use of odd-lots as opposed to round-lots, or seems to be structured in terms
of the size or timing of the orders so that an inappropriate large number of odd lot orders results. The conduct
described above, in addition to the above cited rules, constitutes conduct inconsistent with just and equitable
principles of trade and possible violations of federal securities laws and will result in disciplinary action by
NYSE Regulation.

IV. Supervision

a. Supervision of Sponsored Participants

Members and member organizations must establish and enforce appropriate internal systems and controls to
monitor odd-lot activity by customers, whether the order is entered by the firm or whether the order is entered
by the customer directly using the firm's electronic order routing systems. Before granting access to its (or a
vendor's) electronic order routing system to correspondents or other parties pursuant to carrying, clearing, or
other arrangements, the member or member organization must assure that that such correspondents or other
sponsored participants has adequate policies and procedures, written controls and supervisory procedures,
and surveillances in place that are reasonably designed to detect improper activity and enforce compliance
with SEC and NYSE rules. Member firms' supervisory systems must be designed to assure compliance with
NYSE and SEC rules, and to monitor for inappropriate and manipulative conduct by their customers. At a very
minimum, NYSE Regulation expects member firms to have policies, procedures, systems and controls, and
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surveillances to contemporaneously detect and deter the violations of NYSE and SEC rules, including but not
limited to, the practices outlined above.

In this regard, members and member organizations are reminded that in addition to their regular supervisory
duties under NYSE Rule 342, they also have an obligation under NYSE Rule 405 (the so-called “Know Your
Customer” rule), to use due diligence to learn the essential facts relative to every customer and every order.
The Rule's requirements apply to every customer order routed through electronic trading systems, including
the NYSE's odd-lot order service. For further information on requirements for electronic transmission of
orders, please refer to Information Memo 02-48.

Members and member organizations are responsible for all order activity effected through the use of their
own or their vendors' electronic order routing systems. Firms who fail to adequately monitor for compliance by
their customers may be subject to formal disciplinary action, including fines or the suspension or termination
of its ability to enter odd lot orders or sponsor customers entering odd lot orders over its electronic order

routing systems or other regulatory sanction as appropriate. 1 

b. Books and Records

All members and member organizations are reminded of their continuing obligation to accurately record
account type information in their audit trail reporting in accordance with NYSE Rule 130(d), and should be
aware that their obligation to provide accurate account type information in reporting program trading extends
to the incidental odd-lot portions of a program; failure to properly provide account type information may result
in disciplinary action against the firm. Therefore, members are advised to be especially diligent in their efforts
to ensure the accuracy of program trading-related audit trail information.

V. NYSE Regulation Staff Contacts

Questions concerning this Information Memo should be addressed to:

Clare F. Saperstein, Principal Rule Counsel, Market Surveillance, at (212) 656-2355

Douglas Witter, Senior Special Counsel, Market Surveillance, at (212) 656-4875

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
Booth in the EBR. Questions that are not time sensitive may also be submitted to Ask Market Surveillance.
(For information about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3, which
was issued on January 30, 2006, if you or your firm is not already a subscriber.)

___________________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Information Memo

Market Surveillance

New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

NYSE

Number 95-28
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July 10, 1995

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Positioning to Facilitate Customer Orders

The purpose of this memorandum is to present the Exchange's view of various trading strategies employed
by member organizations to facilitate customer stock or program orders. Although it is not possible to provide
an all-inclusive discussion of these strategies, the Exchange believes it is important to describe the kind of
activity which would be inconsistent with just and equitable principles of trade.

A member organization “A” commits to sell (buy) securities after the close to (from) a customer at the closing
price on the Exchange. To position itself to facilitate this transaction, “A” buys (sells) the stock(s) throughout
the day in a proprietary account, assuming the risk of the market In order to reduce the risk of the proprietary
position it is assuming during the day, “A” leaves a portion of the position to be executed at the close. If
the size of the transaction(s) “A” intends to execute at the close can reasonably be expected to impact the
closing price(s), “A” should not buy (sell) any stock related to that position near the close. (“:A” would not be
precluded from entering proprietary market-on-close orders for execution in the closing transaction, if “A”
is not representing any proprietary orders near the closing transaction). What constitutes “near the close”
depends upon the degree of risk which can reasonably be attributed to the position established by that trade
versus the reasonably anticipated impact the trade at the close will have on the closing price. While each
situation may be unique, depending upon the size of the transaction and the liquidity of the stock, generally
traded executed after 3:40 p.m. would be considered “near the close.” Engaging in such transactions for
the firm's proprietary account would be conducted inconsistent with just and equitable principles of trade.
However, “A” would not be precluded from executing the customer's order on an agency basis at any time,
including at or near the close. It should be recognized, however, that this does not preclude the Exchange
from determining that such activity may be a violation of the anti-manipulative provisions of the Securities
Exchange Act of 1934 or Exchange rules.

Similarly, intra-day, it would be conduct inconsistent with just and equitable principles of trade for a member
organization to effect any transactions in a stock while knowing of the imminent execution of a block, in order
to subsequently liquidate the position by (over) participating on the contra-side of the block transaction. For
example, if “A” knows a block will be bought one-quarter of a point up from the current market, “A” should not
buy stock to subsequently sell into the block transaction at the higher price.

In addition, it would be conduct inconsistent with just and equitable principles of trade for any person to
disclose to any other person trading strategies or customers' orders for the purpose of that person taking
advantage of the information for personal benefit or for the benefit of the member organization. This does not,
however, preclude a member organization from soliciting interest to trade with the contra side of a block in the
normal course of engaging in block facilitation activities.

Member organizations are required to establish and maintain procedures reasonably designed to review
facilitation activities for compliance with Exchange rules and federal securities laws. Member organizations
must ensure that trading strategies engaged in by their proprietary traders to facilitate customers' orders
have an economic basis and are not engaged in to mark the closing price or to mark the value of a position.
In addition, before any at-the-close customer order is transmitted to the Floor, the member organization
accepting the order must exercise due diligence to learn the essential facts relative to the order, including
the purpose and propriety of the at-the-close instructions, particularly when if has knowledge of other orders
executed for the customer's account during the day.

Questions regarding the above may be directed to Agnes Gautler at (212) 656-4608.

___________________________________

Robert J. McSweeney

Senior Vice President
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NYSE Euronext

Changes to the NYSE/NYSE Amex Close

June 2010 vs. June 2009

• MOC/LOC entry

- Must be entered by 3:45 pm, unless offsetting a published imbalance.
- Must be entered electronically.

• Cancellation of MOC/LOCs

- Cannot be cancelled after 3:58 pm, even if legitimate error. * 
• MOC/LOC Publication

- One Regulatory MOC/LOC publication at 3:45, done systemically
• Closing Offset (”CO”) Order - New Order Type

- Can be entered on either side of the market, at any time during the day.
- Can be used to offset any imbalance at the Close.
- Not guaranteed to participate; may participate only to offset imbalance if no other interest
is remaining to trade at the closing price on the same side of the CO order.
- Cannot swing balance to other side.
- Time priority basis with other CO orders on the same side of the market.
- Not included in the mandatory MOC/LOC imbalance publication.
- Subject to the same restrictions on cancelling as MOC/LOC orders, i.e., cannot be
cancelled after 3:58 pm, even if legitimate error *

• Order Imbalance Data feeds (Proprietary Data product) to all customers (upstairs and Floor)

- Every 5 seconds beginning at 3:45
- Compiled using:

○ Reference price
○ MOC/LOC imbalance and the side of the market
○ At 3:55, d-Quotes and all other e-Quotes containing pegging instructions
eligible to participate on the Close
○ MOC/LOC paired quantity at reference price
○ CO orders on the opposite side
○ At-price LOC interest eligible to offset the imbalance.

- Two new data fields -

○ Price at which closing-only interest (MOC orders, marketable LOC orders and
CO orders on the opposite side of the imbalance) will execute in full
○ Price where all orders eligible to trade on the Close would execute against
themselves and orders on DBK.

• d-Quote entry for closing transactions must be entered by 3:59:50.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes
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1  Effective March 1, 2010, the Exchanges amended Rules 13, 15 and 123C to modify and update the
closing process procedures. For more information on the modifications to these rules, see Securities
Exchange Act Release Nos. 61233 (December 23, 2009), 74 FR 69169 (December 30, 2009) (SR-
NYSE-2009-111); 61244 (December 28, 2009), 75 FR 479 (January 5, 2010) (SR-NYSEAmex-2009-81);
61614 (March 1, 2010), 75 FR 10535 (March 8, 2010) (SRNYSEAmex-2010-17); and 61616 (March 1,
2010), 75 FR 10533 (March 8, 2010) (SR-NYSE-2010-12). See also NYSE/NYSE Amex Information
Memorandum 10-11 (February 26, 2010). This Information Memo is based on the amended rules.

2  See Section IV. D. of this memo for more information on NYSE and NYSE Amex Equities Rule 123C(9).
3  See Section IV. B. of this memo for more information.
4  In March 2009, the Exchanges implemented an enhancement to MOC/LOC functionality to accept only

those MOC/LOC orders entered after 3:40 p.m. that are on the contra side of a published regulatory
imbalance. The enhanced functionality also enabled Exchange systems to reject all cancel requests
sent after 3:50 p.m. for any previously entered MOC/LOC order. When the Exchanges changed the
MOC/LOC entry and cancellation times in March 2010 (see footnote 1 above), the times on this reject
functionality were changed accordingly.

5  A "legitimate error" is an error in the term of an order, such as price, number of shares, buy/sell, or
identification of the security. See NYSE and NYSE Amex Equities Rule 123C(1)(c).

6  See NYSE and NYSE Amex Equities Rules 123C(2)(c).
7  Imbalance publications include both MOC and marketable LOC orders (based on the last sale price at

the time the publication is made). See NYSE and NYSE Amex Equities Rule 123C(1)(b) and (d), defining
"Informational Imbalance Publications" and "Mandatory MOC/LOC Imbalance Publications". For more
information on how imbalance publications are calculated, see NYSE and NYSE Amex Equities Rule
123C(4).

8  Floor Official approvals to issue Informational Imbalance Publications should be recorded on the Floor
Official Approval form under Item 12 ("Consultation/Other"). Members should state the proposed
imbalance information and note any other relevant information (e.g. ADTV, size, degree of impact) in
connection with the request.

9  As with Informational Imbalance Publications, Floor Official approvals to issue certain Mandatory MOC/
LOC Imbalance Publications should be recorded on the Floor Official Approval form under Item 12
("Consultation/Other"). Members should state the proposed imbalance information and note any other
relevant information (e.g. ADTV, size, degree of impact) in connection with the request.

10  For more information on how the reference price is determined, see NYSE and NYSE Amex Equities
Rule 123C(6)(a)(iii).

11  On May 17, 2010, the Exchange implemented changes to Rule 70 to provide that d-Quotes and pegging
e-Quotes that are entered 10 seconds or less before the scheduled close will automatically be rejected
by Exchange systems. Accordingly, on a regular trading day, Exchange systems will reject d-Quotes
or pegging e-Quotes entered at or after 3:59:50 p.m. See SEC Release No. 34-61848; File No. SR-
NYSE-2010-31 (April 6, 2010).

12  On a day that trading on the Exchange is scheduled to close earlier than 4:00 p.m., the Exchange will
disseminate Order Imbalance Information every five (5) seconds starting at 10 minutes prior to the
Close. See NYSE and NYSE Amex Equities Rule 123C(6)(a)(v).

13  For more information on the execution of orders at the Close, see NYSE and NYSE Amex Equities Rule
123C(7). Members and member organizations are reminded that, when arranging the Close, they may
not use the Display Book system in an inappropriate manner designed to discover information about
unelected stop orders.

1  On Monday, March 9, 2009, the Exchange introduced system functionality to (i) allow the entry of MOC/
LOC interest after 3:40 p.m. to offset published MOC/LOC imbalances that have been published to
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the Tape pursuant to Rule 123C(5), and (ii) block the entry of all MOC/LOC orders that would join the
same side of a published MOC/LOC imbalance. This functionality also blocks entry of MOC/LOC orders
after 3:40 p.m. in securities for which no regulatory imbalance has been published. Additionally, the
functionality rejects cancellation requests after 3:50 p.m. for all previously entered MOC/LOC orders. As
of March 1, 2010, these times will be changed to 3:45 and 3:58 p.m., respectively to conform with the
amendments described in this memorandum. See also Information Memo 09-12.

2  These order types are included in the data feed compilation at their maximum range of discretion
beginning at 3:55 p.m. or 10 minutes before a scheduled early close.

3  In the case of a buy imbalance, CO orders to sell at a price equal to or lower than the reference price are
to be included in the imbalance. In the case of a sell imbalance, CO orders to buy at a price equal to or
higher than the reference price are to be included in the imbalance.

4  In such an instance, the DMM in the assigned security is responsible for the manual dissemination of the
Mandatory Imbalance Publication for that security.

1  NYSE Regulation has recently imposed formal disciplinary sanctions and significant fines for odd-lot
trading violations, which are described in Hearing Panel Decisions 07-10, 06-160, 06-171, and 06-192
and posted on NYSE.com.

*  Except as provided in Rule 123C(9)(a)
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 10-27

Click to open document in a browser

June 11, 2010

   SUBJECT: NEW RULE 80C - TRADING PAUSES IN S&P 500® SECURITIES DUE TO
EXTRAORDINARY MARKET VOLATILITY and FREQUENTLY-ASKED QUESTIONS - APPROVED BY
SECURITIES AND EXCHANGE COMM

I. PURPOSE

The purpose of this Information Memo is to advise member and member organizations that the Securities and
Exchange Commission (“SEC”) has approved New York Stock Exchange LLC (“NYSE”) and NYSE Amex,
LLC (“NYSE Amex”) (collectively referred to in the singular as the “Exchange”) Rules 80C (collectively, “Rule
80C”) concerning trading pauses in individual securities due to extraordinary market volatility. The proposed
pilot is currently in effect only for securities included in the S&P 500® Index.

The Exchange will begin to implement the pilot on June 11, 2010 and intends to have the pilot rolled out to all
eligible securities by Wednesday, June 16 , 2010. The schedule for implementation for specific securities is
available on the Exchange's website and via Trader Updates.

In addition, the Exchange has filed amendments to Rule 80C to clarify certain aspects of the rule that are
specific to the Exchange.

II. DESCRIPTION OF CLARIFYING AMENDMENTS TO RULE 80C

As initially filed, Rule 80C stated that indications “shall” be published as close to the beginning of the Trading
Pause as possible and should be updated. While the clause “as possible” was intended to provide for those
circumstances where it is not feasible to publish an indication prior to a reopening, to avoid confusion, the
Exchange has amended section (b)(i) of the Rule to state instead that indications may be published to the
Consolidated Tape during a Trading Pause.

The rule has further been amended to clarify that Floor Official approval is not required before publishing an
indication, an indication does not need to be updated before reopening the security, and the security may
reopen outside any prior indication. The Exchange has also added a subsection to Rule 80C(b) to clarify
that Floor Official approval under Rule 79A.20 is not required when reopening a security following a Trading
Pause. These rule amendments are consistent with prior guidance issued in Information Memo 10-24.

The Exchange notes that notwithstanding whether an indication is published, order imbalance information and
indicative price information will be disseminated by the Exchange pursuant to Rule 15(c) as Order Imbalance
Information. Additionally, a DMM may publish and update indications and may consult with a Floor Official
concerning the reopening process.

The Exchange has also amended Rule 80C to provide that in the event of an early scheduled close, the rule
would be in effect until 25 minutes before such scheduled close.

III. Frequently Asked Questions - Revised

Notwithstanding the proposed revisions to Rule 80C, except as set forth below, the FAQs set forth in
Information Memo 10-24 remain accurate. Below are revised answers to certain frequently-asked questions
that were published in Information Memo 10-24. These FAQ use the same numbers as the FAQs in IM 10-24
to signify that it is a revised answer.
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Q8. Will the Exchange accept the entry or cancellation of market on close (“MOC”), limit on close (“LOC”),
and Closing Offset (“CO”) orders during a Trading Pause?

Revised A8. Yes. Rule 123C governs the entry and cancellation of MOC, LOC, and CO orders, which
provides that market participants can enter MOC and LOC orders, without restriction up to 3:45 p.m. and CO
orders until the Close and that MOC, LOC, and CO orders can be cancelled without restriction up to 3:45
p.m. The Exchange will continue to accept MOC, LOC, and CO order entry and cancellation during a Trading
Pause. Rule 123C will continue to govern the entry and cancellation of MOC, LOC, and CO orders after 3:45
p.m. notwithstanding whether a Trading Pause continues in a security past 3:45 p.m.

Q9. When will indications be published?

Revised A9. The rule has been amended to provide that an indication may be published to the Consolidated
Tape during a Trading Pause. Notwithstanding whether an indication has been published to the Consolidated
Tape, the Exchange will begin publishing Order Imbalance Information immediately following the invocation of
a Trading Pause.

IV. Staff Contacts

Operations questions regarding Rule 80C may be directed to:

Paul Bauccio, Operations, (212) 656-2929

Bob Airo, Operations, (212) 656-5663

Regulatory questions regarding Rule 80C may be directed to:

Clare Saperstein, NYSE Regulation, (212) 656-2355

General inquiries may be directed to:

Janna Hodge, Sales and Relationship Management, (212) 656-6916

___________________________

NYSE Regulation, Inc.

Attachments

Rule 80C – NYSE and NYSE Amex Equities. Trading Pauses in Individual Securities Due to
Extraordinary Market Volatility

The provisions of this Rule shall be in effect during a pilot set to end on December 10, 2010.

(a) Trading Pause. Between 9:45 a.m. and 3:35 p.m., or in the case of an early scheduled close, 25 minutes
before the close of trading, if the price of a security listed on the Exchange moves by 10% or more within a
five-minute period (“Threshold Move”), as calculated pursuant to paragraph (c) below, trading in that security
shall immediately pause on the Exchange for a period of five minutes (a “Trading Pause”).

(b) Re-opening of Trading following a Trading Pause. At the end of the Trading Pause, the Exchange shall re-
open the security in a manner similar to the procedures set forth in Rule 123D, subject to the following:

(i) Indications may be published to the Consolidated Tape during a Trading Pause. Prior Floor Official
approval is not required before publishing an indication. If an indication is published, it does not
need to be updated before reopening the security and the security may be reopened outside of any
prior indication. Any re-openings following a Trading Pause are not subject to the requirements that
(i) a minimum of three minutes must elapse between the first indication and a security's re-opening,
or (ii) if more than one indication is published, a minimum of one minute must elapse before a
security's re-opening;
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(ii) After a Trading Pause has commenced, the Exchange will publish Order Imbalance Information, as
defined in Rule 15(c), approximately every 15 seconds until the re-opening;

(iii) In the event of a significant imbalance at the end of a Trading Pause, the Exchange may delay the
re-opening of a security;

(iv) The Exchange will issue a notification if it cannot resume trading for a reason other than a
significant imbalance; and

(v) Floor Official approval is not required under 79A.20 before reopening a security following a Trading
Pause.

(c) Calculation of Threshold Move. Every second the Exchange shall calculate the Threshold Move by
comparing each last consolidated sale price of a security (“Trigger Trade”) during the preceding second to a
reference price (the “Calculation Time”). The reference price shall be any transaction in that security printed
to the Consolidated Tape during the five-minute period before the Calculation Time, except for Trigger Trades
in the first five minutes following 9:45 a.m., for which reference prices will begin at 9:45 a.m. Only regular
way, in-sequence transactions qualify as either a Trigger Trade or a reference price. The Exchange can
exclude a transaction price from use as a reference price or Trigger Trade if it concludes that the transaction
price resulted from an erroneous execution.

(d) Notification of Trading Pauses. If a Trading Pause is triggered under this Rule, the Exchange shall
immediately notify the single plan processor responsible for consolidation of information for the security
pursuant to Rule 603 of Regulation NMS under the Securities Exchange Act of 1934.

(e) If a primary listing market issues an individual stock trading pause, the Exchange will pause trading in that
security until trading has resumed on the primary listing market or notice has been received from the primary
listing market that trading may resume. If the primary listing market does not reopen the security within 10
minutes of notification of a Trading Pause, the Exchange may resume trading the security.

• • • Supplementary Material: 

.10 During the pilot, the provisions of this Rule shall be in effect only with respect to securities included in the
S&P 500 ® Index.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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June 11, 2010

   SUBJECT: IMPACT OF THE REGULATORY AGREEMENT BETWEEN NYSE EURONEXT AND FINRA
ON DISCIPLINARY RULES, INVESTIGATIONS, AND DISCIPLINARY PROCEEDINGS PENDING BEFORE
THE NYSE HEARING BOARD

I. PURPOSE

On May 4, 2010, NYSE Euronext and the Financial Industry Regulatory Authority, Inc. (“FINRA”), announced
an agreement (the “Agreement”) whereby FINRA will perform the market surveillance and enforcement
functions currently performed by NYSE Regulation, Inc. FINRA will perform these functions for NYSE
Euronext's U.S. equities and options markets: the New York Stock Exchange LLC, NYSE Arca, Inc., and
NYSE Amex LLC (collectively, the “NYSE Exchanges”).

The Agreement, which is subject to U.S. Securities and Exchange Commission (“SEC”) review, has an
anticipated effective date of June 14, 2010. The purpose of this Information Memo is to advise members,
member organizations, subjects of NYSE Regulation investigations, and parties to disciplinary proceedings
before the NYSE Hearing Board of the impact of the transfer of regulatory services to FINRA on disciplinary
and procedural rules, investigations, and disciplinary proceedings.

II. DISCIPLINARY RULES

At this time, the NYSE Exchanges' disciplinary and procedural rules will not change. Specifically, and until
further notice, existing rules relating to assertion of jurisdiction, summary proceedings, minor rule violations,
settlements/stipulations, charges, hearings, and appeals for each of the NYSE Exchanges will continue to
apply to all investigations and disciplinary proceedings. At a later date, the NYSE Exchanges may seek SEC
approval to conform certain disciplinary and procedural rules to FINRA's rules.

III. INVESTIGATIONS

As of the Agreement's effective date, FINRA Market Regulation staff will handle existing NYSE Regulation
investigations and any new investigations for the NYSE Exchanges. In connection with FINRA performing
these functions, certain NYSE Regulation staff will transfer to FINRA and will continue to handle existing
investigations. To promote continuity during this transition, FINRA staff may notify investigatory subjects if
the staff assigned to the investigation changes. If investigatory subjects have questions about the status of or
staff assigned to their investigation, they may contact the FINRA Market Regulation contacts identified below.

IV. DISCIPLINARY PROCEEDINGS

As of the Agreement's effective date, disciplinary proceedings for the NYSE Exchanges will continue to be
heard in a forum associated with each of the NYSE Exchanges. However, the hearing officer assigned to
disciplinary proceedings will be staffed by FINRA's Office of Hearing Officers (“OHO”), and the location of
hearings conducted in New York may change. OHO staff will conduct disciplinary proceedings in accordance
with the NYSE Exchanges' disciplinary rules, including rules governing stipulations/settlements, charges,
hearings, and appeals.

As with existing NYSE Regulation investigations, FINRA staff will be responsible for prosecuting any existing
and future NYSE Exchanges' disciplinary proceedings. To promote continuity during this transition, parties
to disciplinary proceedings will be notified of any changes in staff handling the matter, the hearing officer,
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or location associated with the disciplinary proceeding. If parties to disciplinary proceedings have questions
about a disciplinary proceeding's staff or status, they may contact the FINRA Market Regulation staff
assigned to the matter or the FINRA OHO contact identified below.

V. STAFF CONTACTS

For questions relating to the staffing or status of a pending investigation involving the NYSE Exchanges,
please contact Kenneth Bozza, FINRA Market Regulation - Legal Section, at (212) 656-2383, or Thomas
Bruno, FINRA Market Regulation - Market Surveillance, at (212) 656-5464, as appropriate.

For questions relating to disciplinary proceedings involving the NYSE Exchanges, please contact the FINRA
Market Regulation - Legal Section staff assigned to the matter or Courtney Reynolds, FINRA OHO, at (202)
728-8103.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
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June 9, 2010

   TO: ALL NYSE AND NYSE AMEX EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: HARMONIZATION OF NYSE, NYSE AMEX EQUITIES AND FINRA RULES

I. Purpose

The purpose of this Information Memo is to inform New York Stock Exchange, LLC (“NYSE”) and NYSE
Amex LLC (“NYSE Amex,” together with NYSE, the “Exchanges”) members and member organizations of
the following equities rule changes recently approved for immediate effectiveness by the Securities and
Exchange Commission (the “Commission”):

• replacement of NYSE and NYSE Amex Equities Rule 352(e)-(g) (Guarantees, Sharing in Accounts
and Loan Arrangements) with new Rule 3240 (Borrowing From or Lending to Customers); and

• deletion of Rules 405(4) (Diligence as to Accounts) and 413 (Uniform Forms). 1 

These rule changes are operative as of June 14, 2010.

II. Overview of Rule Changes

In order to reduce regulatory duplication and to provide for less burdensome and more efficient compliance
with member firm conduct rules and requirements, the Exchanges replaced Rule 352 with new Rule 3240 and
deleted Rules 405(4) and 413 to harmonize their Rules with changes to corresponding rules recently filed by

the Financial Industry Regulatory Authority, Inc. (“FINRA”) and approved by the Commission. 2 

To more readily identify those NYSE and NYSE Amex Equities Rules that have been harmonized with
FINRA Rules, the Exchanges have adopted the same numbering for their new Rules as FINRA uses in the
Consolidated FINRA Rulebook. Thus, NYSE and NYSE Amex Equities Rule 352(e)-(g) has been replaced
with new Rule 3240, which corresponds to FINRA Rule 3240.

These rule changes are operative as of June 14, 2010, the same operative date as FINRA's rule changes.
For more details concerning these new Rules, see FINRA Regulatory Notice 10-21 (April 15, 2010).

III. Description of Rule Changes

A. Restrictions on Borrowing From or Lending to Customers

The Exchanges replaced NYSE and NYSE Amex Equities Rule 352(e) - (g) (Guarantees, Sharing in

Accounts, and Loan Arrangements) with new Rule 3240 (Borrowing From or Lending to Customers). 3 

New Rule 3240 is substantially the same as old Rule 352(e) - (g), limiting when registered representatives
may borrow from or lend to customers, subject to a few distinctions. First, unlike old Rule 352(f)(1), new Rule
3240 does not have an exception to the pre-approval requirements for loans totaling less than $100.

Second, new Rule 3240(a) more clearly specifies that certain conditions (enumerated in paragraph (b) of the
Rule) must be met when (1) the customer and the registered person to a loan arrangement are both affiliated
with the same member organization, or (2) the loan is based on a personal or business relationship with the
customer outside of the broker-customer relationship. Old Rule 352(e) did not directly cross-reference such
conditions.
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Third, new Rule 3240(a)(2)(B) explicitly states that customers must be acting in the course of their business
of lending money, which was merely implicit under old Rule 352(e)(2).

Fourth, new Rule 3240(b)(1) expressly requires registered persons to notify their member firms of those
lending arrangements that require pre-approval, and such preapproval is required for both entering into and/
or modifying certain lending arrangements. Old Rule 352(f)(1) did not expressly require notification or pre-
approval for the modification of such loans.

Fifth, new Rule 3240 adds as Supplementary Material .01 a records retention provision that old Rule 352 did
not have.

Finally, in order to ensure that NYSE and NYSE Amex Equities Rule 3240 and FINRA Rule 3240 are fully
harmonized, the Exchanges added Supplementary Material .02 to NYSE and NYSE Amex Equities Rule 3240
to provide that, for the purposes of the Rule, the term “person associated with a member organization” shall
have the same meaning as the terms “person associated with a member” or “associated person of a member”
as defined in Article I (rr) of the FINRA By-Laws.

B. Supervision of Registered Representatives Handling Common Sales Accounts

The Exchanges deleted NYSE and NYSE Amex Equities Rule 405(4) (Diligence as to Accounts), which
required proper supervision of registered representatives handling common sales accounts in accordance

with Rule 342. 4 

Rule 405(4) provided that a member firm could facilitate the liquidation of securities valued at $1,000 or less
registered in the name of an individual who did not have an account with the firm, and which were not part
of any distribution, through a common sales account set up for the purpose of handling such transactions.
The Rule further provided that, subject to certain requirements, such sales could be made on behalf of the
customer without the member having to send a periodic account statement to the customer pursuant to Rule
409.

Notwithstanding the deletion of Rule 405(4), Rules 342, 405(1) and 405(2) broadly require member firms
to continue to properly supervise all registered representatives handling common sales accounts and any
transactions executed therein. In addition, by removing the exemption from Rule 405 and requiring member
firms to send account statements to customers for these types of transactions, the Exchanges are bringing
the NYSE and NYSE Amex Equities Rules in line with FINRA's requirements.

C. Use of Uniform Forms

The Exchanges deleted NYSE and NYSE Amex Equities Rule 413 (Uniform Forms), which required member

organizations to adopt such uniform forms as the Exchanges may prescribe from time to time. 5 

Rule 413 had essentially become unnecessary. The Exchanges have a number of rules that require members
and member organizations to provide certain information in the manner and form they prescribe: for example,
Rules 301(b) and 311 - 313 deal with membership applications; Rule 342(c) requires filing for branch offices
(Form BR); Rule 345, particularly 345.12, covers applications for registered representatives (Form U-4);
and Rules 312(a) and 345 require reporting termination of registered persons (Form U-5). In addition, Rule
351 (see 351.10) requires members and member organizations to provide the Exchanges with certain
regulatory and disciplinary information, and Rules 341 and 416A require members and member organizations
to maintain current contact information with the Exchanges.

Notwithstanding these other rules, Rule 416(a) broadly provides that members and member organizations
must submit to the Exchanges, at such times as may be designated, in such form, and within such time
period as may be prescribed, any information deemed essential for the protection of investors and the public
interest. Thus, deletion of Rule 413 will not limit the Exchanges' authority to require their members and
member organizations to provide information in a prescribed manner as needed.
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IV. Staff Contacts

Questions concerning these rule changes may be addressed to the following:

Clare Saperstein, Managing Director, NYSE Regulation Inc., at (212) 656-2355; Jason Harman,
Consultant, NYSE Regulation Inc., at (212) 656-2661.

___________________________

NYSE Regulation, Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release Nos. 62142 (May 20, 2010), 75 FR 29795 (May 27, 2010) (SR-
NYSE-2010-38); 62143 (May 20, 2010), 75 FR 29790 (May 27, 2010) (SR-NYSEAmex-2010-45);
62223 (June 4, 2010) (SR-NYSE-2010-40); 62224 (June 4, 2010) (SR-NYSEAmex-2010-47). See also
NYSE-2010-41 and NYSEAmex-2010-48, both filed on May 17, 2010.

2  See Securities Exchange Act Release Nos. 61537 (February 18, 2010), 75 FR 8772 (February 25,
2010) (SR-FINRA-2009-095, amending FINRA Incorporated NYSE Rule 352); 61542 (February 18,
2010), 75 FR 8768 (February 25, 2010) (SR-FINRA-2009- 093, deleting FINRA Incorporated NYSE Rule
413); and 61808 (March 31, 2010), 75 FR 17456 (April 6, 2010) (SR-FINRA-2010-005, deleting FINRA
Incorporated NYSE Rule 405(4)). See also FINRA Regulatory Notice 10-21 (April 15, 2010).

3  See Securities Exchange Act Release Nos. 62223 (June 4, 2010) (SR-NYSE-2010-40); 62224 (June 4,
2010) (SR-NYSEAmex-2010-47).

4  See NYSE-2010-41 and NYSEAmex-2010-48, both filed on May 17, 2010.
5  See Securities Exchange Act Release Nos. 62142 (May 20, 2010), 75 FR 29795 (May 27, 2010) (SR-

NYSE-2010-38); 62143 (May 20, 2010), 75 FR 29790 (May 27, 2010) (SR-NYSEAmex-2010-45).
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May 26, 2010

   TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW RULE 80C - TRADING PAUSES IN S&P 500® SECURITIES DUE TO EXTRAORDINARY
MARKET VOLATILITY and FREQUENTLY-ASKED QUESTIONS

I. PURPOSE

The purpose of this Information Memo is to answer frequently-asked questions concerning the rule proposal
that the New York Stock Exchange LLC (“NYSE”) and NYSE Amex, LLC (“NYSE Amex”) (collectively referred
to in the singular as the “Exchange”) have filed with the Securities and Exchange Commission (“SEC”) to
adopt on a pilot basis new NYSE Rule 80C and NYSE Amex Equities Rule 80C (collectively, “Rule 80C”)
concerning trading pauses in individual securities due to extraordinary market volatility. The proposed pilot
would be in effect only for securities included in the S&P 500 ® Index.

Subject to SEC approval, the Exchange anticipates that the pilot will begin on June 7, 2010 and targets to
implement all eligible securities by June 14, 2010. The six-month pilot is anticipated to end on December 10,
2010. The Exchange is proposing this rule addition in consultation with other markets and staff of the SEC to
provide for uniform market-wide trading pause standards for individual securities in the S&P 500® Index that
experience rapid price movement.

NOTE: During the pilot period, the Exchange will continue to assess whether additional securities
need to be added and whether the parameters of the rule should be modified. The Exchange will also
continue to review the procedures identified below.

II. DESCRIPTION OF RULE 80C

Trading Pause: As proposed, Rule 80C would require the Exchange to pause trading in an individual security
listed on the Exchange if the price moves by 10% or more as compared to prices of that security in the

preceding five-minute period (the “Threshold Move”). 1   If a security experiences a Threshold Move, trading
in that security shall immediately pause on the Exchange for a period of five minutes (a “Trading Pause”).

To enable the market to absorb the opening price of a security and to participate in the close, the proposed

rule would be in effect from 9:45 a.m. to 3:35 p.m. 2 

Only the primary listing market can invoke a Trading Pause.

Calculation of the Threshold Move: Exchange systems will be responsible for monitoring for a Threshold
Move, which will be calculated every second by comparing each last consolidated sale price of a security
(“Trigger Trade”) during the preceding second to a reference price (the “Calculation Time”). For purposes of
this calculation, the reference price shall be any regular way, in-sequence transaction in that security printed
to the Consolidated Tape during the five-minute period before the Calculation Time.

Because the calculation period begins at 9:45 a.m., regular way, in-sequence trades occurring after 9:45 a.m.
may be a Trigger Trade; however, the reference price(s) for such Trigger Trades will begin at 9:45 a.m. In
such case, in the first five minutes of the calculation period, the reference prices for a Trigger Trade will not
be based on five minutes of trading in that security. For example, a trade at 9:45:05 will be compared only
to trades between 9:45:00 and 9:45:05. The last potential Trigger Trade will be at 3:35 p.m., so that such
Trading Pause will end at 3:40 p.m.
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The Exchange may exclude an erroneous execution from use as a reference price or Trigger Trade.

Notification of a Trading Pause: If a Trading Pause is triggered, the Exchange will immediately notify the
single plan processor responsible for consolidation of information for the security. The notification will be
disseminated over the Consolidated Tape with an “M” indicator. In addition, the Exchange will zero out its
existing quotes, and append the “M” indicator. During the Trading Pause, the Consolidated Quote System
(CQS) will publish quotes and indications. The Consolidated Tape will publish indications but will not publish
any trades until notified by the primary market either that the security has reopened or it receives a new
reason code.

Reopening of Trading Following a Trading Pause: Proposed Rule 80C(b) sets forth the re-opening
procedures following a Trading Pause. A re-opening following a Trading Pause may be either on a trade or a
quote.

While the reopening will be similar to existing procedures set forth in Rule 123D, there are significant
exceptions. First, unlike the regular procedures for publishing indications after a halt, an indication will be
published as close to the beginning of the Trading Pause as possible and such indications will be updated
until the security has re-opened. Note, however, that the security may re-open even if an indication is not
updated to reflect changes to order flow before the re-opening time. Second, any re-openings following a
Trading Pause are not subject to the requirements that (i) a minimum of three minutes must elapse between
the first indication and a security's re-opening, or (ii) if more than one indication is published, a minimum of
one minute must elapse before a security's re-opening. Third, the Exchange shall publish Order Imbalance
Information, as defined in Rule 15(c), approximately every 15 seconds following the invocation of the Trading
Pause until the security re-opens.

Unlike a re-opening following a regulatory halt, the re-opening of a security following a Trading Pause shall
be at the end of the Trading Pause, with two exceptions. First, in the event of a significant imbalance, the
Exchange may delay the re-opening of the security past the five-minute Trading Pause period. Second, the
Exchange will notify other markets if it cannot reopen because of issues unrelated to an order imbalance,
thereby enabling other markets to resume trading even if the primary market has not reopened. The
Exchange notes that if it re-opens the security after other markets have resumed trading, such reopening is
exempt from the routing requirements of SEC Rule 611 - the Order Protection Rule.

If the Exchange does not reopen trading in the security within 10 minutes of notification of a trading pause,
other markets may resume trading of the security.

UTP Trading of Securities During a Trading Pause: To maintain uniformity in the proposed Trading Pause
rule across all markets, proposed Rule 80C includes how a market trading securities on an unlisted trading
privilege (“UTP”) basis will react to a Trading Pause called by the primary listing market. As set forth in the
rule, when trading on a UTP basis, the Exchange will also pause trading in that security until the listing market
has either resumed trading or the Exchange has received notice from the primary listing market that trading
may resume. Currently, neither NYSE nor NYSE Amex trade any securities on a UTP basis. NYSE Amex has
previously announced that it intends to trade Nasdaq-listed securities on a UTP basis. At that time, NYSE
Amex will advise how it intends to handle orders relating to Nasdaq-listed securities during a Trading Pause.

III. Frequently Asked Questions

A. Trading Pauses - General

Q1. If a security has not yet opened on the Exchange, can a Trading Pause be triggered?

A1. Yes. The Exchange will begin monitoring last sale prices to the Consolidated Tape at 9:45 a.m.,
notwithstanding whether the Exchange has opened the particular security. If a Trading Pause is triggered, the
Exchange will invoke a Trading Pause in that security, which pauses trading in other markets. The Exchange
must then wait the five-minute pause period before it can open the security. Other markets cannot trade

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

499

http://researchhelp.cch.com/License_Agreement.htm


that security until the earlier of the Exchange opening that security or 10 minutes have elapsed from the
commencement of the Trading Pause.

Q2. Will the Exchange publish any quotes during a Trading Pause?

A2. No. During a Trading Pause, the Exchange quote in that security will be zeroed out.

Q3. If the Exchange is trading in a slow mode, for example if a liquidity replenishment point (“LRP”) has been
hit or the DMM has gapped the quote, can a Trading Pause be triggered?

A3. Yes. Because a Trading Pause is based on last consolidated sale prices, a trade in an away market
while the Exchange is trading in a slow mode may trigger a Trading Pause. In such case, the Exchange will
notify other markets of the Trading Pause and trading in that security will pause for five minutes. Because the
Exchange quote will have been zeroed out, the DMM will be responsible for reopening the security pursuant
to the Trading Pause procedures.

Q4. Will Trading Pauses replace LRPs on the Exchange?

A4. No, the Exchange will continue to use LRPs as described in Rule 1000.

B. Order Entry and Cancellation During a Trading Pause

Q5. Will the Exchange cancel orders if there is a Trading Pause?

A5. No. All limit orders previously posted to the Exchange will remain on the Display Book® and any open
market orders will be held for the reopening.

Q6. Can interest be cancelled during a Trading Pause?

A6. Yes. The Exchange will accept instructions to cancel orders during a Trading Pause.

Q7. What sort of interest will be accepted during a Trading Pause?

A7. The Exchange will accept market and limit orders, including orders marked market at the opening and
limit at the opening (“OPG”). OPG orders that do not participate in the re-opening trade will be cancelled. In
addition, the Exchange will accept NYSE Immediate Or Cancel (“IOC”) Orders. The Exchange will not accept
Intermarket Sweep (“ISO”) Orders or Reg. NMS Immediate or Cancel (“SOC”) Orders.

Q8. Will the Exchange accept the entry or cancellation of market on close (“MOC”), limit on close (“LOC”),
and Closing Offset (“CO”) orders during a Trading Pause?

A8. Yes. Rule 123C governs the entry and cancellation of MOC, LOC, and CO orders, which provides that
market participants can enter or cancel MOC and LOC, without restriction up to 3:45 p.m. and CO orders until
the Close. The Exchange will continue to accept MOC, LOC, and CO order entry and cancellation during a
Trading Pause. Rule 123C will continue to govern the entry and cancellation of MOC, LOC, and CO orders
after 3:45 p.m. notwithstanding whether there is a Trading Pause in a security after 3:45 p.m.

C. Re-Opening Procedures

Q9. When will indications be published?

A9. The rule currently provides that an indication shall be published as close to the beginning of the Trading
Pause as possible. Notwithstanding whether an indication has been published to the Consolidated Tape, the
Exchange will begin publishing Order Imbalance Information immediately following the invocation of a Trading
Pause.

Q10. What type of indications will be published?

A10. Indications during a Trading Pause will be published to the Consolidated Tape. The published
indications do not need to be within the price ranges identified in Rule 123D.

Q11. Is Floor Official approval required before publishing an indication during a Trading Pause?
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A11. No. However, a Floor Official may be consulted as may be warranted under the circumstances.

Q12. Is Floor Official approval required if the security will reopen more than one or two points away from the
last Exchange sale, as provided for in Rule 79A.20.

A12. No. However, a Floor Official may be consulted as may be warranted under the circumstances.

Q13. How will the Exchange notify the market if there is a delayed reopening due to a significant imbalance?

A13. An indication will be published at or shortly after the end of the five-minute Trading Pause, as may be
feasible under the circumstances.

Q14. Does the security need to be reopened within the same range as a published indication?

A14. No. To ensure the timely reopening following a Trading Pause, a security does not need a new
indication, even if the reopening price is not within the range noted in the last published indication.
Notwithstanding whether an updated indication is published to the Tape, up-to-date information concerning
the indicative reopening price will be available via the Order Imbalance Information datafeed. That datafeed
will continue until the security has reopened at the Exchange.

Q15. What information will be disseminated via the Order Imbalance Information datafeed during a Trading
Pause?

A15. The information provided via the Order Imbalance Information datafeed available during a Trading
Pause will include the same information that is available in that datafeed before the opening of a security,
including imbalance and indicative price information (see Rule 15(c)). The reference price will be the last
Exchange sale price. The Exchange will continue to publish Order Imbalance Information until the security
has reopened.

D. Notifications

Q16. How will the Exchange notify the market that it has reopened trading in a security and other markets
may resume trading?

A16. The Exchange will send a Resume message to CTA immediately prior to trading.

Q17. How will the Exchange notify the market if it is not reopening at the end of the five-minute Trading
Pause for a reason other than a significant order imbalance?

A17. If the Exchange is unable to reopen a security for a reason other than a significant order imbalance,
the Exchange will publish a non-regulatory equipment changeover trading halt. If the Exchange publishes an
equipment changeover trading halt after the five-minute Trading Pause, other markets may resume trading in
the security notwithstanding that the Exchange has not reopened. Following an equipment changeover halt,
the Exchange will reopen the security subject to the procedures set forth in Rule 123D for reopening following
such a halt, including any requirements relating to indications in that rule. That reopening will be exempt from
the routing requirements of SEC Rule 611 - the Order Protection Rule.

Q18. How will the Exchange notify the market if it is not reopening the security at the end of 10 minutes
following the invocation of the Trading Pause?

A18. If the Exchange does not reopen the security within 10 minutes because of a system issue, the
Exchange will publish an equipment changeover halt. If the Exchange does not reopen the security within 10
minutes because of a continued significant order imbalance, the Exchange will publish a non-regulatory order
imbalance halt message. If the Exchange publishes an order imbalance halt when ten minutes have elapsed,
other markets may resume trading in the security notwithstanding that the Exchange has not reopened.
Following an order imbalance halt, the Exchange will reopen the security subject to the procedures set forth in
Rule 123D for reopening following such a halt, including any requirements relating to indications in that rule.
That reopening will be exempt from the routing requirements of SEC Rule 611 - the Order Protection Rule.
Note, however, that the Exchange will continue to review these procedures and may modify them.
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Q19. Can the Exchange publish a regulatory halt message during a Trading Pause?

A19. Yes. If the circumstances warrant, the Exchange may publish a regulatory halt in a security, i.e., news
pending/dissemination, even if it is already subject to a Trading Pause. If the Exchange publishes a regulatory
halt after a Trading Pause has been triggered, the security will then convert to a regulatory halt condition and
the time frames for reopening a security as set forth in Rule 80C will no longer be applicable. The reopening
of a regulatory halt will follow the procedures set forth in Rule 123D, including requirements for Floor Official
approval before publishing an indication and the required waiting periods between indications and when the
DMM may reopen the security.

Q20. How will the Exchange notify the industry regarding the deployment schedule for implementing Rule
80C for a particular security?

A20. Via Trader Updates published the night before the next trading day. The list of securities for which Rule
80C will be in effect during the pilot period will be the securities including in the S&P 500. The Exchange
anticipates that it will begin rolling out the Trading Pause technology on Monday, June 7, 2010 (subject to
SEC approval) and will have completed the roll out by June 14, 2010. After trading closes on Friday, June 4,
2010, the Exchange will publish a Trader Update with a list of symbols that will be eligible for Rule 80C on
Monday, June 7, and will continue publishing such Trader Updates until all S&P 500 securities that are listed
on the NYSE are rolled out. If the list of securities included changes during the pilot period, the Exchange will
notify via Trader Update the addition of any symbols that would be subject to Rule 80C.

IV. Staff Contacts

Operations questions regarding Rule 80C may be directed to:

Paul Bauccio, Operations, (212) 656-2929

Bob Airo, Operations, (212) 656-5663

Regulatory questions regarding Rule 80C may be directed to:

Clare Saperstein, NYSE Regulation, (212) 656-2355

General inquiries may be directed to:

Janna Hodge, Sales and Relationship Management, (212) 656-6916

___________________________

NYSE Regulation, Inc.

Attachments

Exhibit 5

Additions: Underlined

Rule 80C. Trading Pauses in Individual Securities Due to Extraordinary Market Volatility

The provisions of this Rule shall be in effect during a pilot set to end on December 10, 2010.

(a) Trading Pause. Between 9:45 a.m. and 3:35 p.m., if the price of a security listed on the Exchange moves
by 10% or more within a five-minute period (“Threshold Move”), as calculated pursuant to paragraph (c)
below, trading in that security shall immediately pause on the Exchange for a period of five minutes (a
“Trading Pause”).

(b) Re-opening of Trading following a Trading Pause. At the end of the Trading Pause, the Exchange shall re-
open the security in a manner similar to the procedures set forth in Rule 123D, subject to the following:
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(i) An indication shall be published as close to the beginning of a Trading Pause as possible and such
indications shall be updated until the security has reopened;

(ii) Any re-openings following a Trading Pause are not subject to the requirements that (i) a minimum
of three minutes must elapse between the first indication and a security's re-opening, or (ii) if more
than one indication is published, a minimum of one minute must elapse before a security's re-
opening;

(iii) After a Trading Pause has commenced, the Exchange will publish Order Imbalance Information, as
defined in Rule 15(c), approximately every 15 seconds until the re-opening;

(iv) In the event of a significant imbalance at the end of a Trading Pause, the Exchange may delay the
re-opening of a security; and

(v) The Exchange will issue a notification if it cannot resume trading for a reason other than a
significant imbalance.

(c) Calculation of Threshold Move. Every second the Exchange shall calculate the Threshold Move by
comparing each last consolidated sale price of a security (“Trigger Trade”) during the preceding second to a
reference price (the “Calculation Time”). The reference price shall be any transaction in that security printed
to the Consolidated Tape during the five-minute period before the Calculation Time, except for Trigger Trades
in the first five minutes following 9:45 a.m., for which reference prices will begin at 9:45 a.m. Only regular
way, in-sequence transactions qualify as either a Trigger Trade or a reference price. The Exchange can
exclude a transaction price from use as a reference price or Trigger Trade if it concludes that the transaction
price resulted from an erroneous execution.

(d) Notification of Trading Pauses. If a Trading Pause is triggered under this Rule, the Exchange shall
immediately notify the single plan processor responsible for consolidation of information for the security
pursuant to Rule 603 of Regulation NMS under the Securities Exchange Act of 1934.

(e) If a primary listing market issues an individual stock trading pause, the Exchange will pause trading in that
security until trading has resumed on the primary listing market or notice has been received from the primary
listing market that trading may resume. If the primary listing market does not reopen the security within 10
minutes of notification of a Trading Pause, the Exchange may resume trading the security.

• • • Supplementary Material: 

.10 During the pilot, the provisions of this Rule shall be in effect only with respect to securities included in the
S&P 500 ® Index.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  For the period during which the pilot covers only securities included in the S&P 500 ® Index, NYSE Amex
will not have any listed securities subject to proposed Rule 80C. However, the Exchange anticipates that
during the pilot, additional securities may be added, including possibly securities listed on NYSE Amex.

2  In the case of an early scheduled close, the Exchange anticipates that it will file an amendment to the
rule to clarify that the rule would be in effect until 25 minutes before an early scheduled close.
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May 18, 2010

   TO: NYSE AMEX MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO THE EXCHANGE'S MINOR RULE VIOLATION PLAN, NYSE AMEX
DISCIPLINARY RULE 476A

I. Purpose

The purpose of this Information Memo is to inform NYSE Amex LLC (the “Exchange” or “NYSE Amex”)
members and member organizations of amendments to the Exchange's Minor Rule Violation Plan,
NYSE Amex Disciplinary Rule 476A, recently filed with the Securities and Exchange Commission (the
“Commission”), including:

• the adoption of a new Part 1D: List of Reports Required to be Filed with the Exchange by ATP
Holders (i.e. NYSE Amex Options members and member organizations) and Filing Deadlines;

• adding violations of NYSE Amex Rule 340.01 to Part 1C of Disciplinary Rule 476A; and
• other technical changes to Disciplinary Rule 476A. 1 

NYSE Amex Disciplinary Rule 476A Part 1D is operative as of May 24, 2010. The other changes are
operative as of the date of the filing, May 7, 2010.

II. NYSE Amex Disciplinary Rule 476A

NYSE Amex Disciplinary Rule 476A, the Exchange's Minor Rule Violation Plan (“MRVP”), governs
transactions and conduct on both NYSE Amex Equities and NYSE Amex Options.

Under NYSE Amex Disciplinary Rule 476A, the Exchange may impose a fine on any member, member
organization, allied member, approved person or registered or nonregistered employee of a member or
member organization for a minor violation of specified Exchange rules (i.e. a “summary fine”): supplementary
Part 1A to the Rule contains a list of NYSE Amex Equities Rules subject to summary fine; Part 1B contains a
list of legacy Exchange rules; and Part 1C contains a list of NYSE Amex Options Rules.

Violations of the listed rules are subject to the fine schedules in NYSE Amex Disciplinary Rule 476A. For
violations of the rules listed in Parts 1A and 1B, individuals may be charged $500 for a first offense, $1,000
for a second offense and $2,500 for subsequent offenses; member firms may be charged $1,000 for a first
offense, $2,500 for a second offense and $5,000 for subsequent offenses. Violations of the rules listed in Part
1C are subject to varying fines as specified, depending on the rule violated.

The fines permitted under the MRVP provide an appropriate sanction when, given the facts and
circumstances of a particular rule violation, a response stronger than a simple admonition letter is needed
but the initiation of a formal disciplinary proceeding under Disciplinary Rule 476 is unwarranted. However, the
ability of the Exchange to assess a summary fine under the MRVP for violation of a particular rule does not
preclude formal action if warranted.

III. Description of Rule Changes

A. Adoption of Part 1D: List of Reports Required to be Filed with the Exchange by ATP Holders and Filing
Deadlines
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The Exchange adopted new Part 1D to NYSE Amex Disciplinary Rule 476A to provide a list of financial
reports required to be filed with the Exchange by ATP Holders and corresponding filing deadlines. The list
of reports includes equity and net capital computations, FOCUS reports, ITSFEA forms and annual audited
financial statements, all of which are already required to be filed under existing Exchange rules and federal
securities laws and regulations. Please see the attached schedule for a complete list of the reports covered
by new Part 1D.

Violations of the reporting requirements under Part 1D are subject to a different fine schedule than for Parts
1A, 1B and 1C. Under Part 1D, ATP Holders that fail to file any of the listed reports on the date they are due
will be subject to a summary fine of $100 per day for each day such a report is not timely filed, for a period
not to exceed 10 business days. This fine schedule is in line with the Financial Industry Regulatory Authority,
Inc.'s (“FINRA”) By-Laws, which impose a fee of $100 per day on any member that fails to file similar reports

in a timely manner, not to exceed 10 business days. 2 

Notwithstanding the different fine schedule, violations of the provisions of Part 1D are subject to the same

procedures of Disciplinary Rule 476A. 3 

B. Addition of NYSE Amex Rule 340.01 to Part 1C

The Exchange also added NYSE Amex Rule 340.01 (Disapproval of Employees) to Part 1C of Disciplinary
Rule 476A and the list of NYSE Amex Options Rules subject to the Exchange's MRVP.

NYSE Amex Rule 340.01 provides that any and all employees of an ATP Holder that are to be admitted to the
Trading Floor must be registered and approved by the Exchange through the submission of a Form U-4. In
addition, any such employees must submit fingerprints to the Exchange or its designee for identification and
appropriate processing. Rule 340.01 further provides that ATP Holders must file a Form U-5 within 10 days of
the date of termination of an employee that has been admitted by the Exchange to the Trading Floor.

The Exchange added NYSE Amex Rule 340.01 to Part 1C in recognition of the fact that ATP Holders may, for
many reasons, fail to timely submit a Form U-4 or U-5 in accordance with the Rule. In some circumstances,
formal disciplinary proceedings under Disciplinary Rule 476 are warranted. However, in other instances such
a proceeding may be unwarranted, and the Exchange believes that the addition of Rule 340.01 to the list of
rule violations and fines under Part 1C of Disciplinary Rule 476A provides a more flexible and appropriate
mechanism for enforcing the reporting requirements of the Rule, while also preserving the Exchange's
discretion to seek formal discipline when appropriate.

C. Technical changes to Parts 1A, 1B and 1C

Finally, the Exchange adopted other technical changes to Parts 1A, 1B and 1C of NYSE Amex Disciplinary
Rule 476A to clarify the effective date of, and the trading and conduct covered by, each of these provisions.

IV. Staff Contacts

Questions concerning these rule changes may be addressed to the following:

Robert Devine, Director, FINRA, at (646) 315-8765;

Jason Harman, Consultant, NYSE Regulation Inc., at (212) 656-2661.

___________________________

NYSE Regulation, Inc.

Attachments

Part 1D: List of Reports Required to be Filed with the Exchange by ATP Holders and Filing
Deadlines
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The violations and fines listed in Part 1D are applicable on and after May 24, 2010.

The Exchange shall, in accordance with the procedures of Rule 476A, impose on any ATP Holder a fine of
$100 per day for each day that a report listed below is not timely filed as required under Exchange Rules
and/or the federal securities laws. The fee will be assessed for a period not to exceed 10 business days.
Requests for such extension of time must be submitted to the Exchange at least three business days prior to
the due date.

Report Required to be filed by Frequency/Due Date

• Equity Computation

ATP Holders designated to the
Exchange NOT subject to SEC Rule
15c3-1 that are engaged solely in
the business of acting as registered
traders

Monthly—17 th business day
following month-end

• Net Capital Computation ATP Holders designated to the
Exchange subject to SEC Rule 15c3-1

Monthly—17th business day
month-end

• X-17A-5 Part II (FOCUS
Report)

ATP Holders designated to the
Exchange that self-clear or carry
customer accounts that are subject to
SEC Rule 15c3-1

Quarterly—17th business
day following quarter-end

• X-17A-5 Part I (FOCUS
Report)

ATP Holders designated to the
Exchange that self-clear or carry
customer accounts that are subject to
SEC Rule 15c3-1

Monthly—(Interim to
quarterly filings above)
17th business day following
interim month-end

• X-17A-5 Part IIA (FOCUS
Report)

ATP Holders designated to the
Exchange that are subject to SEC Rule
15c3-1 but do NOT file FOCUS Parts I
or II

Quarterly—17th business
day following quarter-end

• X-17A-5 Part IIA (Short
Form) (FOCUS Report)

ATP Holders that do not file one of the
FOCUS reports listed above

Quarterly - 17th business
day following quarter end

• ITSFEA Forms I & II ATP Holders designated to the
Exchange

Annually—17th business day
following calendar year end

• Annual Audited Financial
Statements

ATP Holders designated to the
Exchange

Annually—60 calendar days
following the date of the
financial statement

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Footnotes

1  See SR-NYSEAmex-2010-43, filed with the Commission on May 7, 2010, available on the Exchange's
website at www.nyse.com.

2  See FINRA By-Laws, Schedule A, Section 4(g).
3  Part 1D is based, inter alia, on Part 3 of legacy Amex Rule 590, which similarly provided that members

and member organizations that failed to timely file certain listed financial reports with the American
Stock Exchange were subject to a fine of $50 per day. See Amex Rule 590, Part 3. Although the current
NYSE Amex Disciplinary Rules govern transactions and/or conduct by Exchange members and member
organizations on the trading systems and facilities located at 11 Wall Street, legacy Amex Rule 590 is
still listed on the Exchange's website for the purposes of regulating transactions and/or conduct that
occurred on or through the Exchange's legacy systems or facilities located at 86 Trinity Place prior
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to March 2, 2009. See Securities Exchange Act Release No. 58705 (October 1, 2008), 73 FR 58995
(October 8, 2008).
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May 13, 2010

   TO: ALL NYSE AND NYSE AMEX EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: HARMONIZATION OF NYSE AND NYSE AMEX EQUITIES RULE 446 WITH FINRA RULE 4370
REGARDING MEMBER AND MEMBER ORGANIZATION BUSINESS CONTINUITY PLANNING

I. Purpose

The purpose of this Information Memo is to inform New York Stock Exchange, LLC (“NYSE”) and NYSE
Amex LLC (“NYSE Amex,” together with NYSE, the “Exchanges”) members and member organizations of
rule changes recently approved by the Securities and Exchange Commission (the “Commission”).

II. Overview of Rule Changes

In order to reduce regulatory duplication and to provide for less burdensome and more efficient compliance
with member firm conduct rules and requirements, the Exchanges deleted Rule 446 (Business Continuity and
Contingency Plans) regarding member and member organization business continuity planning, and replaced

it with new Rule 4370 (Business Continuity Plans and Emergency Contact Information). 1 

These rule changes harmonize the Exchanges' Rules with changes to corresponding rules recently filed by

the Financial Industry Regulatory Authority, Inc. (“FINRA”) and approved by the Commission. 2 

These rule changes are retroactively effective and operative as of December 14, 2009, the same
operative date as FINRA's corresponding rule changes. For more details concerning new Rule 4370, see
FINRA Regulatory Notice 09-60 (October 15, 2009).

III. Background

In 2008, FINRA deleted FINRA Incorporated NYSE Rule 446 as substantively duplicative of NASD Rules

3510 (Business Continuity Plans) and 3520 (Emergency Contact Information). 3   Correspondingly, NYSE
amended NYSE Rule 446 to remove the existing text and incorporate NASD Rules 3510 and 3520 by

reference, and NYSE Amex later adopted an identical Rule 446 - NYSE Amex Equities. 4   Subsequently,
FINRA adopted, subject to certain amendments, NASD Rules 3510 and 3520 as consolidated FINRA Rule

4370. 5 

III. Description of Rule Changes

NYSE and NYSE Amex replaced Rule 446 (Business Continuity and Contingency Plans) with new Rule 4370

(Business Continuity Plans and Emergency Contact Information). 6 

New Rule 4370 is substantially the same as old Rule 446, requiring each member and member organization
to create and maintain a written business continuity plan for emergencies or significant business disruptions.
In addition, like old Rule 446, new Rule 4370 requires members and member organizations to provide
emergency contact information to the Exchanges. However, new Rule 4370 follows a dual-reporting structure:
firms that are dual Exchange-FINRA members are required to provide updated information in the manner
prescribed by NASD Rule 1160, and NYSE/NYSE Amex member organizations that are not also FINRA
members must continue to provide the updated information in accordance with Rule 416A.
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In order to ensure that NYSE and NYSE Amex Equities Rule 4370 and FINRA Rule 4370 are fully
harmonized, the Exchanges also added Supplementary Material .01 to Rule 4370 to provide that, for the
purposes of the Rule, the term “associated person” shall have the same meaning as the terms “person
associated with a member” or “associated person of a member” as defined in Article I (rr) of the FINRA By-
Laws.

IV. Staff Contacts

Questions concerning these rule changes may be addressed to the following:

Clare Saperstein, Managing Director, NYSE Regulation Inc., at (212) 656-2355; Jason Harman,
Consultant, NYSE Regulation Inc., at (212) 656-2661.

___________________________

NYSE Regulation, Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release Nos. 62014 (April 30, 2010), 75 FR 25902 (May 10, 2010) (SR-
NYSEAmex-2010-23) and 62015 (April 30, 2010), 75 FR 25901 (May 10, 2010) (SR-NYSE-2010-26).

2  See Securities Exchange Act Release No. 60534 (August 19, 2009), 74 FR 44410 (August 28, 2009)
(order approving SR-FINRA-2009-036). To more readily identify the harmonized Rules, the Exchanges
adopted the same numbering as FINRA uses in the Consolidated FINRA Rulebook: new Rule 4370
corresponds to FINRA Rule 4370.

3  See Securities Exchange Act Release No. 58533 (September 12, 2008), 73 FR 54652 (September 22,
2008) (order approving SR-FINRA-2008-036).

4  See Securities Exchange Act Release Nos. 58549 (September 15, 2008), 73 FR 54444 (September 19,
2008) (order approving SR-NYSE-2008-080) and 59022 (November 26, 2008), 73 FR 73683 (December
3, 2008) (order approving SR-NYSEALTR-2008-10).

5  See Securities Exchange Act Release No. 60534 (August 19, 2009), 74 FR 44410 (August 28, 2009).
6  See Securities Exchange Act Release Nos. 62014 (April 30, 2010), 75 FR 25902 (May 10, 2010) (SR-

NYSEAmex-2010-23) and 62015 (April 30, 2010), 75 FR 25901 (May 10, 2010) (SR-NYSE-2010-26).
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May 7, 2010

   TO: ALL TRADING FLOOR NYSE AND NYSE AMEX EQUITIES MEMBERS AND MEMBER
ORGANIZATIONS AND NYSE AMEX OPTIONS ATP HOLDERS AND FIRMS

SUBJECT: NYSE, NYSE AMEX EQUITIES, AND NYSE AMEX OPTIONS TRADING FLOOR
REQUIREMENTS

I. Purpose

This is to remind NYSE and NYSE Amex Equities members and member organizations and their employees
and NYSE Amex Options ATP Holders and firms and their employees with a Trading Floor presence of
the requirements for entering, accessing and remaining on the NYSE and NYSE Amex Equities Trading
Floor and/or the NYSE Amex Options Trading Floor (collectively, the “Trading Floor”). Failure to comply with
Trading Floor access and/or conduct requirements may result in disciplinary action.

II. Trading Floor Access

Supervision

It is a regulatory requirement to have in place adequate policies and procedures, including but not limited to
sufficient supervisory and surveillance processes, addressing entrance and access to, as well as conduct on,
the Trading Floor. At a minimum, such policies and procedures should address:

- information barriers and protection of confidential information;
- frontrunning prevention and trading supervision;
- supervision of communications;
- use of wireless devices;
- Trading Floor personnel registration and qualification;
- controls around access to the Trading Floor and Trading Floor work stations;
- supervision of Trading Floor personnel to ensure they comply with all Trading Floor conduct
requirements.

Identification

All authorized Trading Floor personnel must have proper Trading Floor access authorization and an
Exchange-issued photo identification card, which must be properly displayed, while entering or remaining on
the Trading Floor. All authorized persons seeking admission to the Trading Floor without such must show
proper identification to and be re-issued an identification card from the Security Office. A visitor's pass is not
an acceptable replacement. Trading Floor personnel are reminded that sharing or loaning of Exchange-
issued identification cards is strictly prohibited.

Visitors

Visitors will not be admitted to the Trading Floor except by permission of authorized personnel. 1   Authorized
personnel must obtain sufficient information about the visitor and purpose of the visit in order to decide
whether or not to allow the visitor onto the Trading Floor. At a minimum, this information should include the
visitor's identity and business affiliation where applicable, and the reason for the visit. In addition, individuals
authorizing visitors to enter the Trading Floor should be wary of frequent visits by the same individual or
situations where there is insufficient information as to the purpose of the visit.
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All sponsoring individuals or entities assume full responsibility for the actions of their visitors while on the
Trading Floor and must otherwise abide by Trading Floor conduct requirements relating to visitors, which
includes, among other things, consistent accompaniment of visitors by the sponsoring individual. Visitors are
prohibited from conducting any type of business while on the Trading Floor.

Trading Floor Conduct

Trading Floor personnel are reminded that they are responsible for assuring that their visitors comply with

all applicable rules and Floor Conduct Policies. 2   Trading Floor personnel are reminded that they and their
visitors are prohibited from engaging in any act or practice that may be detrimental to the interest or welfare
of the Exchange or which may serve to disrupt or hinder the ordinary and efficient conduct of business on the
Trading Floor or otherwise jeopardize the safety or welfare of any other individual.

For additional information, please refer to the Floor Conduct Policies of the NYSE Floor Official Manual.

III. Contacts

Questions may be directed to:

Patricia Bergholc, Director, Market Surveillance, (212) 656-4948,

Gordon Brown, Manager, Market Surveillance, (212) 656-5321,

David DeGregorio, Chief Counsel, Market Surveillance, (212) 656-4166, or

Frank Barbato, Regulatory Trading Official, (212) 656-4186.

NYSE Regulation, Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Visitors may not be admitted to the NYSE and NYSE Amex Equities Trading Floor except by permission
of an Officer of the Exchange, Officer of NYSE Market, Officer of NYSE Regulation, Inc., Senior Floor
Official, Executive Floor Official, Floor Governor or Executive Floor Governor. Visitors may not be
admitted to the NYSE Amex Options Trading Floor except by permission of an Officer of the Exchange
or an Officer of NYSE Amex Options or NYSE Regulation, Inc.

2  The Floor Conduct Policies of the NYSE Floor Official Manual is applicable to all NYSE Amex Options
ATP Holders and firms and their employees through NYSE Amex Options Rule 902NY(c).
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May 6, 2010

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: REQUIREMENTS FOR CONDUCTING “UPSTAIRS” OPERATIONS FROM A MEMBER
ORGANIZATION'S BOOTH PREMISES

I. Purpose

This Information Memorandum is to remind members and member organizations of the requirements to be
approved to conduct “upstairs” operations from booth premises, otherwise known as a “Blue Line” business.
Information Memorandum 07-77, dated July 30, 2007, detailed the procedural and regulatory requirements
for the approval of a Blue Line business, and Information Memorandum 07-102, dated October 22, 2007,
detailed limitations to Blue Line business for Financial Industry Regulatory Authority (“FINRA”) waive-in
member organizations.

II. Application and Approval Process

Members and member organizations are reminded that to obtain approval to conduct a Blue Line business,
they must:

• notify their FINRA Regulatory Coordinator;
• discuss with their Regulatory Coordinator the relevant regulatory requirements; and,
• submit stand alone written supervisory procedures (“WSPs”) to their Regulatory Coordinator for

review by FINRA and NYSE Regulation, Inc. (“NYSER”).

Members and member organizations that have been approved to conduct a Blue Line business will receive
an approval letter from FINRA. Note: A member or member organization is only officially approved to
conduct a Blue Line business once FINRA issues, and the member or member organization receives,
an approval letter.

III. Regulatory Requirements

WSP Requirements

As noted above, members and member organizations wishing to conduct Blue Line operations are reminded
that they must submit detailed WSPs to their FINRA Regulatory Coordinator. All material changes to existing
approved Blue Line WSPs must be re-submitted and re-approved. Members and member organizations are
also reminded that a proposed Blue Line business may constitute a material change in business operations
which would require filing a Change in Membership Application pursuant to FINRA Rule 1017.

WSPs must adequately address, at a minimum, the items and applicable monitoring procedures detailed in
Information Memorandum 07-77, which are reiterated below:

• the structure of the proposed Blue Line business, and the supervision and controls for such
business;

• information barriers, including barriers and procedures covering intra-member organization and
inter-member organization confidential information, as well as trading activity of customers,
employees and the member organization;

• frontrunning;
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• prohibition against on-Floor trading from proprietary accounts as described in Section 11 of the
Exchange Act of 1934;

• electronic and verbal communications;
• representation that the member organization meets the “upstairs” regulatory requirements for its

Blue Line business, including relevant registrations and personnel qualifications;
• compliance with order entry system requirements including OTS, FESC, OATS, Regulation

NMS and error reporting, as well as representation that systems used for Blue Line business are
Regulation NMS and OTS compliant;

• errors review, including the requirement for an error account for any upstairs trading be separate
and apart from Floor error accounts, as well as adherence to applicable rules of away market
centers related to error transactions;

• synchronization of the member organization's business clocks;
• compliance with best execution obligations and all applicable SEC, NYSE and other SRO rules;
• internal disciplinary action for non-compliance;
• controls addressing access to the Floor and booth workstations;
• books and records, and compliance with record retention requirements;
• education and training related to the member organization's WSPs and Blue Line business,

including ensuring that employees on the Floor are kept apprised of all regulatory requirements;
and,

• annual compliance effort, including annual report and certification.

Members and member organizations are also reminded that supervisory reviews and monitoring procedures
detailed in their WSPs must, at a minimum, contain a description of the following elements in order to be

approved: 1 

• rule(s) or behavior that is the focus of the review;
• title or job function of the specific individual(s) responsible for conducting the review;
• review method (e.g., a sample or full review) and the documents and/or information to be reviewed;
• minimum review frequency; and,
• method for documentation of the required review.

WSPs should be drafted with a view toward the NYSE Next-Generation Trading Floor configuration to
adequately address the logistics of conducting a Blue Line business in new booth spaces that may be shared
or be in close proximity to other members or member organizations. As mentioned above, it is imperative that
WSPs adequately address all confidentiality requirements for conducting a Floor-based business and that
appropriate information barriers are maintained at all times on the Floor.

Trading Activity

Members and member organizations are further reminded that any trading activity in away markets conducted
pursuant to a Blue Line approval must be in accordance with all qualification, registration and/or sponsorship
requirements of those away markets.

IV. Staff Contacts

Questions about this Information Memorandum should be directed to:

Andrew White, Director, Market Surveillance, (212) 656-4498, Clare Saperstein, Managing Director, NYSER
Office of the General Counsel, (212) 656-2355, or your FINRA Regulatory Coordinator.

___________________________

NYSE Regulation, Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Members and member organizations are reminded that they must have in place a process for the
prompt escalation and resolution of violations, non-compliance issues or deficiencies discovered during
supervisory reviews.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 10-19

Click to open document in a browser

April 29, 2010

   TO: NYSE AMEX MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Changes to Registration Categories on WebCRD® - Termination of TR and TS registration
categories

I. Purpose

The purpose of this Information Memo is to advise NYSE Amex members and member organizations
that NYSE Amex will be terminating the Trading Supervisor (TS) and Securities Trader (TR) registration
categories in WebCRD®. These registration categories formerly applied to NYSE Amex Equities trading only.

II. Background

Effective November 11, 2008, FINRA and the New York Stock Exchange LLC (“NYSE”) amended NYSE
Rule 345 and eliminated the requirement to register as a TS or TR. WebCRD® was updated to reflect these
changes for NYSE and these registration categories were automatically eliminated for individuals associated
with a FINRA or NYSE member firm.

In connection with NYSE Amex Equities adopting a rule set virtually identical to the NYSE rule set, NYSE
Amex has similarly eliminated the TS and TR registration categories. However, WebCRD® still recognizes
these registration categories for NYSE Amex.

III. Termination of TR and TS Registration Categories for NYSE Amex

To conform the registration categories on WebCRD® to the NYSE Amex Equities rule requirements, NYSE
Amex is working with FINRA to deactivate the TS and TR registration categories. NYSE Amex anticipates
that this change to WebCRD® will be implemented in late June 2010. After that time, NYSE Amex member
organizations will no longer be able to request the TS or TR registration status in WebCRD®.

Pending the decommissioning of the TS and TR registration categories, on behalf of NYSE Amex, FINRA will
begin manually terminating all TS and TR registration categories for individuals associated with NYSE Amex
member organizations. These manual terminations will begin on or about May 3, 2010.

If an individual with a TS or TR registration and also has a General Securities Representative (GS)
registration, this change will not impact the individual's registration status. For individuals who do not
have any registrations other than the TS or TR registration, FINRA will manually convert such TS and
TR registrations to an approval for a GS registration. The converted GS approval date will mirror the
approval date of the TS/TR license so as to continue to effect the fulfillment of the Series 7 exam continuous
registration qualification.

Member organizations are not required to take any action with respect to the termination of the TS and TR
categories.

IV. Staff Contacts

Questions regarding the termination of the TS and TR registration categories may be directed to:

Client Relationship Services, at (212) 656-2085 or crs@nyx.com

Edgar Russell, FINRA, at (646) 315-8672
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____________________________

NYSE Regulation, Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 10-18

Click to open document in a browser

April 22, 2010

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: INTERPRETIVE GUIDANCE ON THE APPROPRIATE USE OF PEGGING E-QUOTES BY
FLOOR BROKERS TO EFFECT ISSUER REPURCHASES

I. Purpose

The New York Stock Exchange LLC and NYSE Amex LLC (referred to collectively as “NYSE”) recently
requested and received interpretative advice from the Division of Trading and Markets of the Securities and
Exchange Commission (“SEC”) regarding the use of pegging e-Quotes on NYSE to effect issuer repurchases
(also referred to as “buy-backs”) within the price condition of the “safe harbor” of Rule 10b-18 under the
Securities Exchange Act of 1934 (the “Exchange Act”). The NYSE request and SEC's response are attached,
and are available on the SEC's public website at: http://www.sec.gov/divisions/marketreg/mr-noaction/2010/

nyse020310-10b-18.pdf. 1 

II. Supervision

Members and member organizations that handle issuer repurchase orders are reminded that they are
required to establish and maintain adequate systems and policies, procedures for supervision and control,
including a system of follow up and review, and written supervisory procedures to reasonably assure
compliance with the requirements of Rule 10b-18 generally, including specifically with respect to the use
of pegging e-Quotes to stay within the price condition of the safe harbor. Failure to have an adequate
supervisory systems and procedures in place may result in disciplinary action.

III. Staff Contacts

Questions regarding the SEC's interpretative guidance may be directed to:

Claudia Crowley, Senior Vice President & Chief of Staff, NYSE Regulation at (212) 656-4631.

Karen Lorentz, Vice President, Operations Counsel at (212) 656-5858.

_________________________

NYSE Regulation, Inc.

Attachments

UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, DC 20549

DIVISION OF TRADING AND MARKETS

February 3, 2010

Daniel M. Labovitz

Vice President

Office of General Counsel

NYSE Regulation
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20 Broad St.

New York, NY 10005

Re: NYSE Request for Interpretive Guidance under Rule 10b-18 TP File No. 10-01

Dear Mr. Labovitz:

In your letter dated February 3, 2010, you request on behalf of the New York Stock Exchange LLC (“NYSE”)
and NYSE Amex LLC (“NYSE Amex”) interpretive advice regarding the price provision of Rule 10b-18 under
the Securities Exchange Act of 1934 (“Exchange Act”) in connection with the use of pegging e-Quotes by

Floor brokers on the NYSE 1   to effect issuer repurchases in the manner set forth in your letter. We have
attached a copy of your letter to avoid reciting the facts that it presents. Unless otherwise noted, each defined
term in this letter has the same meaning as in your letter.

In your letter, you make the following representations:

The NYSE makes available to Floor brokers a bid/offer functionality known as a “pegging e-Quote,” which
allows the Floor brokers to automatically maintain their electronic bid (offer) at the National best bid (offer)
(“NBBO”) as the National published quotes moves. Because the speed of trading and flickering of quotes
in certain issuers' stocks can make it difficult to manually execute issuer repurchase orders in those stocks

within Rule 10b-18's price provision, 2   the Floor brokers on the NYSE have proposed to use pegging e-
Quotes to enter and execute company orders. As a consequence, you request interpretive advice regarding
the application of Rule 10b-18's price provision to issuer repurchases effected by Floor brokers on the NYSE
using pegging e-Quotes. In support of your belief that use of pegging e-Quotes are an appropriate means of
staying within the safe harbor price provision, you state the following:

• Pegging e-Quotes are reactive; they do not become active until there is another, independent order
at the National best bid. They do not establish the National best bid, nor do they become the National
best bid when no other independent interest is at that price;

• Pegging e-Quotes can peg only to other non-pegging displayed interest within the pegging range
selected by the Floor broker. A pegging e-Quote cannot peg to another pegging e-Quote. Also, a
pegging e-Quote can itself be undisplayed, but cannot peg to undisplayed interest;

• The execution resulting from a pegging e-Quote will never exceed the highest independent bid quoted
or reported in the Consolidated Quotation System. The pegging e-Quote can only join the highest
independent bid quoted by the NYSE or by another market, and cannot ever bid at a higher price than

the highest independent bid. 3 

Response:

Under Rule 10b-18(b)(3)(i), Rule 10b-18 purchases must be effected at a purchase price that does not
exceed the highest independent bid or the last independent transaction price, whichever is higher, quoted or

reported in the consolidated system at the time the Rule 10b-18 purchase is effected. 4 

On the basis of your representations and the facts presented, but without necessarily concurring in your
analysis, the Division of Trading and Markets (“Division”) hereby confirms that using pegging e-Quotes to
effect Rule 10b-18 purchases, as described in your letter, would enable Floor brokers to stay within the
safe harbor price provision in Rule 10b-18(b)(3)(i), provided that the Rule 10b-18 purchase is effected at a
purchase price that does not exceed the highest independent bid or the last independent transaction price,
whichever is higher, quoted or reported in the consolidated system at the time the Rule 10b-18 purchase is
effected.

We note that Rule 10b-18's price provisions require an independent reference price that has not been set
or influenced by the issuer (or by the Floor broker effecting purchases on behalf of an issuer), but instead
is based on independent market prices. We also note that, regardless of whether an issuer's repurchases
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technically satisfy the conditions of Rule 10b-18, the safe harbor is not available if the repurchases are
fraudulent or manipulative, when viewed in the totality of the facts and circumstances surrounding the
repurchases (i.e., facts and circumstances in addition to the volume, price, time, and manner of the
repurchases).

The foregoing interpretation under Rule 10b-18 is based solely on your representations and the facts
presented, and is strictly limited to the application of Rule 10b-18 to the proposed transactions using pegging
e-Quotes as described in your letter. Reliance on this interpretation should be discontinued, pending
presentation of the facts for our consideration, in the event that any material change occurs with respect to
any of those facts or representations. This interpretation may be withdrawn or modified at any time if the
Securities and Exchange Commission or the Division determines that such action is necessary or appropriate
in the public interest, for the protection of investors, or otherwise in furtherance of the purposes of the federal
securities laws.

In addition, your attention is directed to the anti-fraud and anti-manipulation provisions of the federal
securities laws, including Sections 9(a)(2) and 10(b) of the Exchange Act, and Rule 10b-5 thereunder.
Responsibility for compliance with these and any other applicable provisions of the federal securities laws
must rest with the participants in the above transactions. The Division expresses no view with respect to any
other questions that the proposed transactions may raise, including, but not limited to, the applicability of any
other federal or state laws to the proposed transactions.

Sincerely,

Josephine J. Tao

Assistant Director

Attachment

NYSE Regulation

Daniel M. Labovitz

Vice President

Regulation OGC

20 Broad Street

New York, NY 10005

T +1 212 656 2081

F +1 212 656 2223

dlabovitz@nyx.com

February 3, 2010

Ms. Josephine Tao

Assistant Director

Securities and Exchange Commission

Division of Trading and Markets

100 F Street, NE

Washington, D.C. 20549-1090

Dear Ms. Tao:

The New York Stock Exchange LLC (“NYSE”) and NYSE Amex LLC request interpretive advice from the
Division of Trading and Markets, Securities and Exchange Commission (“Commission” or “SEC”) regarding
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the price provision of Rule 10b-18 under the Securities Exchange Act of 1934, as amended (“Exchange Act”)

in connection with the use of pegging e-Quotes, as described in this letter, by Floor brokers on the NYSE. 1 

NYSE Floor brokers have brought to our attention the following concern: in an electronic market, the speed
of trading and flickering of quotes in certain issuers' stocks can make it difficult to execute company share
repurchase trades in those stocks that are within the price provision of the safe harbor in Exchange Act
Rule 10b-18. As a result, brokers who attempt to manually execute company orders run the risk that they
will execute trades at prices outside the safe harbor price provisions (and therefore outside their customers'
order instructions). As you know, Rule 10b-18 states that a transaction is within the price provision of the
safe harbor provided that the execution price does not “exceed the highest independent bid or the last
independent transaction price, whichever is higher, quoted or reported in the consolidated system at the time
the Rule 10b-18 purchase is effected” (Exch. Act. Rule 10b-18(b)(3)(i)).

The NYSE makes available to Floor brokers a bid/offer functionality known as a “pegging e-Quote”, which
allows them to automatically maintain their electronic bid (offer) at the National best bid (offer) (NBBO)
as the National published quote moves. (NYSE Rule 70.26) The Floor brokers have proposed to use this
functionality to enter and execute company orders.

The Floor brokers believe (and the Exchange concurs) that pegging e-Quotes are an appropriate means of
staying within the safe harbor provisions for price. In support of that conclusion, we note the following salient
points regarding pegging e-Quotes:

• Pegging e-Quotes are reactive. This means that pegging e-Quotes on the bid side do not become

active until there is another, independent order at National best bid. 2   They do not establish the
National best bid, nor do they become the National best bid when no other independent interest is at

that price. 3 

• Pegging e-Quotes can peg only to other non-pegging displayed interest within the pegging range
selected by the Floor broker. A pegging e-Quote cannot peg to another pegging e-Quote (although
multiple pegging e-Quotes can peg to a single non-pegging bid). Also, a pegging e-Quote can itself be
undisplayed, but cannot peg to undisplayed interest.

Because the execution resulting from a pegging e-Quote will never exceed the highest independent bid
quoted or reported in the Consolidated Quotation System, we believe that it is an appropriate tool for
complying with the safe harbor provisions of Rule 10b-18 for price. What is more, as noted above, the
pegging e-Quote can only join the highest independent bid quoted by the NYSE or by another market, and
cannot ever bid at a price higher than the highest independent bid.

The NYSE respectfully requests that the Division of Trading and Markets confirm our understanding that
pegging e-Quotes would thus enable Floor brokers to stay within the 10b-18 safe harbor for price.

Thank you for your consideration. Please call me with any questions.

Sincerely,

Daniel M. Labovitz

Rule 70. Execution of Floor Broker Interest

(a)

(i) With respect to orders he is representing on the Floor, a Floor broker may place within the Display Book®
system broker agency interest files (also referred to as e-Quotes SM) at multiple price points on both sides of
the market at, or outside the Exchange BBO with respect to each security trading in the location(s) comprising
the Crowd such Floor broker is a part of with respect to orders he or she is representing on the Floor, except
that the agency interest files shall not include unelected stop orders.
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(ii) The requirement that a Floor broker be in the Crowd in order to have agency interest files does not apply
to orders governed by Section 11(a)(1)(G) of the Securities Exchange Act of 1934 (“G” orders, also referred
to as G-Quotes, when submitted as a Floor broker agency interest file).

(b)

(i) Floor broker agency interest placed within files in the Display Book® system shall become part of the
quotation when it is at or becomes the Exchange BBO and shall be executed in accordance with Exchange
Rule 72. Floor broker agency interest placed within files shall be automatically executed, in accordance with,
and to the extent provided by, Exchange Rules 1000-1004.

(ii) A Floor broker shall have the ability to maintain undisplayed reserve interest consistent with Exchange
rules governing Reserve Orders. Such reserve interest is eligible for execution in manual transactions.

(iii) If an execution involving a Floor broker's agency interest at the Exchange BBO does not exhaust the
broker's interest at that price, the displayed interest will be automatically replenished from his or her reserve
interest, if any, so that at least one round-lot of the broker's interest is displayed consistent with Exchange
rules governing Reserve Orders.

(c) A Floor broker may trade on behalf of his or her orders as part of the Crowd at the same price and on the
same side of the market as his or her agency interest placed within files only to the extent that the volume
traded in the Crowd is not included in the agency interest files.

(d) A Floor broker's agency interest files must be cancelled when he or she leaves the Crowd, except that
a Floor broker may leave the Crowd without canceling his or her agency interest files to recharge his or her
handheld device. In addition, Floor brokers may leave the Crowd without canceling his or her agency interest
files to obtain “market looks” in securities located at panels that are part of another Crowd. Failure to adhere
to these provisions is a violation of Exchange rules. The Floor broker shall be held to all executions involving
his or her agency interest files.

(e) The aggregate number of shares of agency interest in the files at each price shall be made available to
the DMM. A Floor broker has discretion to exclude all of his or her agency interest, subject to the provisions
below, from the aggregated agency interest information available to the DMM consistent with Exchange rules
governing Reserve Orders.

(f)(i) Floor broker agency interest excluded from the aggregated agency interest information available to the
DMM is able to participate in automatic executions and not in manual executions.

(ii) Floor broker agency interest that is not excluded from the aggregated agency interest information
available to the DMM is able to participate in automatic executions and in manual executions.

(g) The Floor broker is the executing broker for transactions involving his or her agency interest files.

(h)

(i) Floor broker agency interest placed within files may participate in the opening and closing trades in
accordance with Exchange policies and procedures governing the open.

(ii) Floor broker agency interest may be placed within files prior to the opening trade, regardless of the Floor
broker's location on the Floor, provided they have complied with the requirements of Rule 123(e). However,
Floor brokers must be in the Crowd at the open in order to participate in the opening trade and any agency
interest entered prior to the open in securities that are not part of such Crowd must be cancelled before the
open.

(i) The ability of a Floor broker to have reserve interest will be available during the open and during the close.
The ability of a Floor broker to exclude volume from aggregated agency interest information available to the
DMM will not be available during the open and the close. Floor broker agency interest will not be excluded
from the aggregate agency interest information available to the DMM during a manual execution.
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(j) Nothing in this rule shall be interpreted as modifying or relieving the Floor broker from his or her agency
obligations and required compliance with all SEC and Exchange rules, policies and procedures.

• • • Supplementary Material: 

.25 Discretionary Instructions for Bids and Offers Represented via Floor Broker Agency Interest Files
(e-Quotes SM)

(a)

(i) A Floor broker may enter discretionary instructions as to size and/or price with respect to his or her e-
Quotes (“discretionary e-Quotes” or “d-Quotes”). The discretionary instructions relate to the price at which the
d-Quote may trade and the number of shares to which the discretionary price instructions apply.

(ii) Discretionary instructions are active at all times during the trading day and at the opening and closing
transactions. Executions of d-Quotes within the discretionary pricing instruction range are considered non-
displayable interest for purposes of Rule 72.

(iv) Discretionary instructions will be applied only if all d-Quoting prerequisites are met. Otherwise, the d-
Quote will be handled as a regular e-Quote, notwithstanding the fact that the Floor broker has designated
the e-Quote as a d-Quote. For example, to be considered a discretionary e-Quote, an e-Quote must have a
discretionary price range.

(v) The requirements for e-Quotes apply to d-Quotes, including the requirement that the Floor broker be in the
Crowd.

(vi) A Floor broker may have multiple d-Quotes, with different discretionary price and size limitations, on
the same side of the market. Except as provided for in Rule 70.25(d)(ii), such multiple d-Quotes do not
compete with each other for executions. Trading volume is allocated by Floor broker, not number of d-Quotes
participating in an execution.

(vii) Discretionary instructions apply to both displayed and reserve interest, including reserve interest that is
excluded from the aggregate reserve size visible to the DMM on the Floor.

(viii) Neither the DMM on the Floor nor the DMM unit's system employing algorithms will have access to the
discretionary instructions entered by Floor brokers with respect to their e-Quotes.

(b) Price Discretion

(i) A Floor broker may set a discretionary price range specifies the prices at which the Floor broker is willing
to trade. This discretion will be used, as necessary, to initiate or participate in a trade with interest capable of
trading at a price within the discretionary price range.

(ii) The minimum price range for a discretionary e-Quote is the minimum price variation set forth in Exchange
Rule 62.

(iii) Floor brokers may specify that price discretion applies to all or only a portion of their d-Quote. Price
discretion is necessary for d-Quotes. Therefore, if price discretion is provided for only a portion of the d-
Quote, the residual will be treated as an e-Quote.

(iv) When price discretion is used, d-Quotes trade first from reserve volume, if any, and then from displayed
volume.

(c) Discretionary Size

(i) A Floor broker may designate the amount of his or her e-Quote volume to which discretionary price
instructions shall apply.

(ii) A Floor broker may designate a minimum and/or maximum size of contra-side volume with which it is
willing to trade using discretionary price instructions.
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(iii) All available contra-side interest at a possible execution price of the d-Quote will be used by Exchange
systems to determine whether the size of contra-side volume is within the d-Quote's discretionary size range.

(iv) Interest displayed by other market centers at the price at which a d-Quote may trade will not be
considered by Exchange systems when determining if the d-Quote's minimum and/or maximum size range is
met, unless the Floor broker designates that such away volume should be included in this determination.

(v) An increase or reduction in the size associated with a particular price that brings the contra-side volume
within a d-Quote's minimum or maximum discretionary size parameter, will trigger an execution of that d-
Quote.

(vi) Once the total amount of a Floor broker's discretionary volume has been executed, the d-Quote's
discretionary price instructions will become inactive and the remainder of that d-Quote will be treated as an e-
Quote.

(d) Minimum Trade Size

(i) A Floor broker may designate a minimum trade size (“MTS”) that must be met before the d-Quote is
executed. If the MTS cannot be met by contra-side interest in Exchange systems, the d-Quote will not
participate in an execution. MTS instructions are not active at the open and close.

(ii) A d-Quote with an MTS instruction may compete with other d-Quotes on the same side of the market
from the same Floor broker. If the d-Quote with the MTS instruction has a more aggressive range of price
discretion than the competing d-Quotes, the d-Quote with the MTS designation will be executed to meet the
MTS. If the price will not be improved by the d-Quote with the MTS instruction and the MTS cannot be met,
the d-Quote with the MTS instruction will not participate.

(e) Executions of Discretionary e-Quotes

(i) A d-Quote will use its discretion as described below. In so doing, a d-Quote may improve the execution
price of incoming orders.

(A) A d-Quote with discretionary pricing instructions above the best bid if a buy order or below the best
offer if a sell order will seek to secure the largest execution for the d-Quote using the least amount of
price discretion to exercise at or above the bid if a buy order or at or below the best offer if a sell order.

(B) A d-Quote with discretionary pricing instructions equal to or less than the best bid if a buy order or
equal to or greater than the best offer if a sell order will extend to its maximum discretion.

(ii) Discretionary e-Quotes will automatically execute against contra-side interest in Exchange systems if the
contra-side interest's price is within the discretionary price range and the interest's size meets any minimum
or maximum size requirements ot MTS that have been set for the d-Quote.

(iii) Discretionary e-Quotes from different Floor brokers on the same side of the market with the same price
instructions trade on parity subject to Rule 72.

(iv) Same-side d-Quotes from different Floor brokers compete for an execution, with the most aggressive
price range (e.g. three cents vs. two cents) establishing the execution price. If an incoming order remains
unfilled at that price, executions within the less aggressive price range may then occur.

(v) Discretionary e-Quotes from Floor brokers on opposite sides of the market will be able to trade with each
other. The d-Quote that arrived at the Display Book® system last will use the most discretion necessary to
effect a trade, except as provided below.

(A) When a protected bid or offer, as defined in Section 242.600(b)(57) of Regulation NMS (“Reg. NMS”),
is published by another market center at a price that is better than the price at which contra-side d-Quotes
would trade in accordance with (v) above, the following applies:

(1) the amount of discretion necessary to permit a trade on the Exchange consistent with the Order Protection
Rule (Section 242.611 of Reg. NMS) (“OPR”) will be used; or
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(2) such portion of the appropriate d-Quote as is necessary will be automatically routed in accordance with
OPR in order to permit a trade to occur on the Exchange.

(vi) As with all executions on the Exchange, executions involving d-Quotes will comply with OPR.

(vii) Discretionary e-Quotes may provide price improvement to and trade with an incoming contra-side DMM
algorithmic trading message to “hit bid/take offer,” just as they can with any other marketable incoming
interest.

(viii) Discretionary e-Quotes may initiate sweeps in accordance with and to the extent provided by Exchange
Rules 1000- 1004, but only to the extent of their price and volume discretion. Discretionary e-Quotes may
participate in sweeps initiated by other orders but, in such cases, their discretionary instructions are not
active.

(ix) Discretionary e-Quotes may trade with non-marketable contra-side Reg. NMS-compliant Immediate
or Cancel Orders, NYSE Immediate or Cancel Orders and Intermarket Sweep Orders that are within the
discretionary range of the d-Quote.

.26 Pegging for d-Quotes and e-Quotes.

(i) An e-Quote, other than a tick-sensitive e-Quote, may be set to provide that it will be available for execution
at the National best bid (“NBB”) (for an e-Quote that represents a buy order) or at the National best offer
(“NBO”) (for an e-Quote that represents a sell order) as the National best bid or offer (“NBBO”) changes, so
long as the NBBO is at or within the e-Quote's limit price.

(ii) A d-Quote may also employ pegging.

(iii) Pegging is only active when auto-quoting is active.

(iv) Pegging e-Quotes and d-Quotes trade on parity with other interest at the NBBO after interest entitled to
priority is executed.

(v) Pegging is reactive. An e-Quote or d-Quote will not establish the NBBO as a result of pegging.

(vi) A pegging e-Quote or d-Quote that sets the Exchange best bid or offer is entitled to priority.

(vii) Pegging e-Quotes and d-Quotes peg only to other non-pegging interest within the pegging range
selected by the Floor broker.

(viii) An e-Quote or d-Quote will not sustain the NBBO as a result of pegging if there is no other non-pegged
interest at that price and such price is not the e-Quote's or d-Quote's limit price.

(A) If the lowest quotable price established by the Floor broker for a pegging e-Quote or d-Quote to buy is the
NBB and all other interest at that price cancels or is executed, the pegging e-Quote or d-Quote will remain
displayed at that NBB price.

(B) If the highest quotable price established by the Floor broker for a pegging e-Quote or d-Quote to sell
is the NBO and all other interest at that price cancels or is executed, the pegging e-Quote or d-Quote will
remain displayed at that NBO price.

(ix) A Floor broker may establish a price range for an e-Quote or d-Quote, beyond which the pegging function
will not be available (“quote,” “ceiling” and “floor” prices).

(A) The “quote price” is the lowest price to which a buy e-Quote or d-Quote may peg or the highest price to
which a sell e-Quote or d-Quote may peg.

(B) The “ceiling price” is the highest price to which a buy-side e-Quote or d-Quote may peg.

(C) The “floor price” is the lowest price to which a sell-side e-Quote or d-Quote may peg.

(D) A quote, ceiling and floor price may be at a price other than the limit price of the order that is being e-
Quoted or d-Quoted, but may not be inconsistent with the order's limit.
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(x) As long as the NBB is at or within the pegging price range selected by the Floor broker with respect to a
buy-side e-Quote or d-Quote, or the NBO is within the price range selected by the Floor broker with respect
to a sell-side e-Quote or d-Quote, the pegging e-Quote or d-Quote will join such NBB or NBO as it is auto
quoted.

(xi) If the Floor broker does not designate a pegging range, but has instructed that his or her e-Quote or d-
Quote shall peg, the e-Quote or d-Quote will peg to the NBBO as long as such bid (offer) is within the limit of
the order that is being e-Quoted or d-Quoted.

(xii) As an e-Quote or d-Quote pegs, its discretionary price range, if any, moves along with it, subject to any
floor or ceiling price set by the Floor broker.

(A) If the NBB is higher than the ceiling price of a pegging buy-side e-Quote or d-Quote, the e-Quote or d-
Quote will remain at its quote price or the highest price at which there is other interest within its pegging price
range, whichever is higher (consistent with the limit price of the order underlying the e-Quote or d-Quote).

(B) If the NBO is lower than the floor price of a pegging sell-side e-Quote or d-Quote, the e-Quote or d-Quote
will remain at its quote price or the lowest price at which there is other interest within its pegging price range,
whichever is lower (consistent with the limit price of the order underlying the e-Quote or d-Quote).

(C) If the NBBO returns to a price within the pegging price range selected by the Floor broker, the e-Quote or
d-Quote will once again peg to the NBBO.

(xiii) A Floor broker may establish a minimum and/or maximum size of same-side volume to which his or her
e-Quote or d-Quote will peg. Other pegging e-Quote or d-Quote volume will not be considered in determining
whether the volume parameters set by the Floor broker have been met.

.30 Definition of Crowd.

The rooms on the Exchange Floor that contain active posts/panels where Floor brokers are able to conduct
business constitute the Crowd. A Floor broker will be considered to be in the Crowd if he or she is physically
present in one of these rooms.

.40 Operation of an NYSER Approved Booth Premise

(1) A member organization will be permitted to operate within its booth premise on the Floor as described
in subparagraph (2) below provided that the member organization has obtained prior approval from NYSE
Regulation, Inc. (“NYSER”) to operate its booth premise in said manner.

(2) A member organization approved to operate its booth premise pursuant to this rule is permitted, subject
to the provisions of subparagraph (3) below, to conduct the same business-related activities for its customer
accounts from its booth premise as it is permitted to conduct from its off-Floor or “upstairs” location, including
initiating orders and routing orders to Exchange systems and other markets.

(3) Member organizations approved to operate booth premises pursuant to this rule are prohibited from
effecting any transaction from its approved booth premises for its own account, the account of an associated
person or an account with respect to which it or an associated person thereof exercises investment discretion
on the Exchange.

(4) A member organization approved to operate its booth premise pursuant to this rule is subject to the
same regulatory requirements governing the conduct of the member organization's off-Floor or “upstairs”
office, including but not limited to relevant employee registration and qualification requirements pursuant to
Exchange Rule 345 and supervisory responsibilities pursuant to Exchange Rule 342.

(5) Orders originated in or routed through facilities located at such approved booth premises must comply
with the relevant order entry requirements of Exchange Rules including Exchange Rules 123 and 132B.
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(6) A member organization approved to operate its booth premise pursuant to this rule must adopt and
implement comprehensive written procedures and guidelines governing the conduct and supervision of
business handled in such booth and staff working in such booth. Further, the member organization must
establish a process for regular review of such written procedures and guidelines and compliance therewith.

(7) The written procedures and guidelines, and any changes thereto, referred to in (6) above must be
approved by NYSER before implementation.

Amended: April 21, 1955, effective June 1, 1955; June 17, 1991; May 28, 1998; December 14, 2005
(NYSE-2005-87); March 22, 2006 (NYSE-2004-05); September 12, 2006 (NYSE-2006-58); October 5, 2006
(NYSE-2006-36); October 5, 2006 (NYSE-2006-82); November 27, 2006 (NYSE-2006-65); December 1,
2006 (NYSE-2006-76); February 20, 2007 (NYSE-2007-14); June 14, 2007 (NYSE-2007-51); October 2,
2007 (NYSE-2007-93); October 5, 2007 (NYSE-2007-94); April 18, 2008 (NYSE-2008-30); October 24, 2008
(NYSE-2008-46); November 17, 2008 (NYSE-2008-115); December 10, 2008 (NYSE-2008-127); July 7, 2009
(NYSE-2009-55); July 10, 2009 (NYSE-2009-68; November 30, 2009 (NYSE-2009-106).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  The SEC recently proposed certain changes to Rule 10b-18 to clarify and modernize the safe harbor
provisions. The proposal can be accessed on the SEC's public website at: http://www.sec.gov/rules/
proposed/2010/34-61414.pdf.

1  For purposes of this response, the term "NYSE" includes NYSE Amex.
2  Rule 10b-18(b)(3)(i).
3  Thus, an e-Quote pegged to the National best bid will be executed only if there is independent interest at

the same time at the National best bid.
4  17 CFR 240.10b-18(b)(3)(i). Rule 10b-18(a) defines "consolidated system" as a consolidated transaction

or quotation reporting system that collects and publicly disseminates on a current and continuous basis
transaction or quotation information in common equity securities pursuant to an effective transaction
reporting plan or an effective national market system plan (as those terms are defined in 17 CFR
242.600).

1  Floor brokers' use of pegging e-Quotes is governed by NYSE and NYSE Amex Equities Rules 70.26,
which are identical. For ease of discussion in this request, the term "NYSE" includes NYSE Amex.

2  This is true at the offer as well, but for purposes of this letter, only the functionality on the bid side is
relevant, since company buy-back orders are necessarily orders to buy.

3  This is the case except in the very limited circumstance (which is within the broker's control) where
(i) a company buy-back order is filed at a price below the National then-existing best bid but uses its
automated ability to peg to the National best bid, (ii) all other interest at the National best bid cancels, (iii)
there is no intervening interest between the e-Quote's filed price and the bid price that was established
by the cancelled bid and (iv) the broker's filed price for his buy-back order is itself outside the price
provision of the safe harbor in that, if executed, it would establish a new high price for the day. If all four
conditions were present, the e-Quote would become the best bid at its filed price (that is, without pegging
to an independent bid) and would therefore be outside the price provision of the safe harbor. The NYSE
recognizes that the scenario described above would not comply with the safe harbor provisions of Rule
10b-18 and, therefore, the NYSE is not seeking interpretive guidance with respect to this scenario.
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April 1, 2010

   TO: ALL NYSE AND NYSE AMEX EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENT TO NYSE RULE 127 (“BLOCK CROSSES OUTSIDE THE PREVAILING NYSE
QUOTATION”) AND NYSE AMEX EQUITIES RULE 127 (“BLOCK CROSSES OUTSIDE THE PREVAILING
EXCHANGE QUOTATION”)

I. Purpose

The purpose of this Information Memo is to advise members and member organizations that New York
Stock Exchange, LLC (“NYSE”) and NYSE Amex LLC (“NYSE Amex”) (collectively, the “Exchanges”)
have amended NYSE and NYSE Amex Equities Rules 127 (“Rule 127”) to remove restrictive language
that requires member organizations to execute block cross transactions outside the prevailing Exchange's
quotation, thereby providing an alternative method to execute block cross transactions in a manner consistent

with the prevailing industry standard to members and member organizations. 1 

II. Background

Rule 127 governs the execution of block cross transactions outside the Exchange quotation and prescribes
the method of block cross executions when the member or member organization intends to represent both
sides of the proposed cross as agent or will trade with one side of the cross in part or in whole as principal.
Prior to the amendment, the member or member organization handling a block order was first required
to trade with the displayed bid or offer (including any reserve interest at that bid or offer price when the
member organization is trading as principal on one side of the transaction and is establishing or increasing a
proprietary position) and then execute, in a single transaction, all limit orders on the Display Book®(“Display
Book”) priced at or better than the block clean-up price, at the agreed upon block price (“two print”).

If the cross represented agency interest only or the liquidation of a member organization's position, the
member organization was required to execute all orders on the Display Book priced better than the block
clean-up price at a price one cent better than the clean-up price and then execute the block at the clean-up
price (“three print”).

Historically, block transactions effected pursuant to the Rule were executed manually in that the DMM
assigned to the security was required to manually enter the information in the Display Book to effect each of
the required transactions.

III. Amendment to Rule 127

The speed of execution and updating of quotations in the Exchanges' current more electronic market create
challenges for the DMM to manually print the required transaction pursuant to Rule 127 prior to quotation and
price changes in the market. As a result, the Exchanges have amended Rule 127 to provide an alternative
method to execute block cross transactions and removed the current requirement that a member or member
organization with a block of stock that it intends to cross on the Floor at a specific clean-up price outside the
current Exchange quotation must comply with the provisions of Rule 127(b).

Rule 127(b), as amended, allows for the member or member organization to execute block crosses outside
the prevailing quote in the same manner as large non-block trades are currently executed. Specifically,
a member or member organization may electronically route an order to the Display Book that will satisfy
protected quotes in other markets and sweep orders (also known as “walking the book”) on the Display Book
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to the cross price and manually cross the remainder of the initiating order if market conditions permit, i.e., if
the remainder of the initiating order will be executed at the National Best Bid or Offer (“NBBO”) or consistent
with the intermarket sweep order exception under Reg NMS or any other applicable trade-through exception
or exemption that may apply. Member organizations will continue to be required to comply with all Reg NMS
obligations.

In addition to the above-described amendment, the Exchange also deleted all references to “percentage
orders” which were inadvertently left in the rule text.

IV. Books and Records

Members and member organizations firms are reminded that they must maintain appropriate records to
demonstrate compliance with the Rule. When evaluating trading under the rule, NYSE Regulation will
continue to look for proper trade documentation.

V. Supervision

DMM organizations are reminded that they are required to have adequate policies, procedures and written
supervisory procedures to detect and deter potential violation of the provisions of the amended Rule. Failure
to have an adequate supervisory system in place may result in disciplinary action.

VI. Staff Contacts

Operations questions concerning this memorandum may be addressed to the following:

Michael Rutigliano, Vice-President, NYSE Operations, at (212) 656-4679

Regulatory questions concerning this memorandum may be addressed to the following:

Karen Lorentz, Vice-President, NYSE Operations, at (212) 656-5858

Deanna G.W. Logan, Managing Director, NYSE Regulation, at (212) 656-2389

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
Booth in the Garage. Questions that are not time sensitive may also be submitted to Ask Market Surveillance.
If you or your member organization are not already a subscriber to the Ask Market Surveillance system,
please refer to Member Education Bulletin 2006-3 (January 30, 2006) for more information.

___________________________

NYSE Regulation, Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities and Exchange Act Release Nos. 61756 (March 22, 2010), 75 FR 15476 (March 29, 2010)
(SR-NYSE-2010-24); 61755 (March 22, 2010), 75 FR 15472 (SR-NYSEAmex-2010-27).
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March 31, 2010

   TO: NYSE AND NYSE AMEX EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: New Rule 80B Circuit Breaker Levels for Second Quarter 2010

EFFECTIVE April 1, 2010 to June 30, 2010

Rule 80B trading halts will be triggered when the Dow Jones Industrial Average (“DJIA”) declines below its
closing value on the previous trading day by:

1,050 points (Level 1)

2,150 points (Level 2)

3,200 points (Level 3)

NYSE and NYSE Amex Equities Rule 80B

Whenever a Rule 80B circuit breaker is in effect, trading in all stocks on NYSE and NYSE Amex Equities will
halt for the time periods specified below.

Level 1 Halt

• anytime before 2:00 p.m. - one hour;
• 2:00 p.m. to 2:30 p.m. - 30 minutes;
• at or after 2:30 p.m. - trading shall continue, unless there is a Level 2 Halt.

Level 2 Halt

• anytime before 1:00 p.m. - two hours;
• 1:00 p.m. to 2:00 p.m. - one hour;
• at or after 2:00 p.m. - trading shall halt and not resume for the rest of the day.

Level 3 Halt

• at any time - trading shall halt and not resume for the rest of the day.

A complete discussion of the calculation of trigger values for Rule 80B was published in NYSE Information
Memo No. 98-15, dated April 13, 1998.

Questions concerning this Information Memo should be directed to Patricia Bergholc, Market Surveillance, at
(212) 656-4948, or Jason Harman, Office of the General Counsel, at (212) 656-2661.

___________________________

NYSE Regulation, Inc.

Attachments

NYSE and NYSE Amex Equities Rule 80B Effective through 6/30/10
Point Decline in DJIA:
 

Level 1
Before
2:00 p.m.

2:00 p.m. to
2:30 p.m.

At or After
2:30 p.m.
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1,050 1 hour 30 minutes
No halt unless
reach Level 2

* * * * * * * * * *

Level 2
Before
1:00 p.m.

1:00 p.m. to
2:00 p.m.

At or After
2:00 p.m.

       

2,150 2 hours 1 hour Halt, and not resume
* * * * * * * * * *

Level 3
 

3,200 At any time: halt and not resume

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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March 18, 2010

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, CHIEF OPERATIONS OFFICER,
OPERATIONS PARTNER AND LEGAL AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: QUARTERLY Expiration Day - MARCH 19, 2010

I. Purpose of this Information Memo

Friday March 19, 2010, will be a quarterly Expiration Day for stock and index options and futures products
whose settlement pricing is based upon NYSE and NYSE Amex (collectively, the “Exchanges”) opening or
closing prices on that day. NYSE Regulation is issuing this Information Memorandum to remind members
and member organizations of certain NYSE and NYSE Amex Equities rules and policies regarding opening
imbalance publications, entry and cancellation of market-on-close/limit-on-close (“MOC/LOC”) and closing

offset (“CO”) orders, publication of on-the-close imbalances, and printing the closing transaction. 1 

II. S&P Quarterly Rebalance

Following the close of trading on March 19, 2010, Standard & Poor's will effect a quarterly share rebalancing
of the S&P 500, the S&P MidCap 400, S&P SmallCap 600 and S&P REIT Composite Indices. This
rebalancing may affect the volume of trading of certain stocks on the Exchanges. Details on these
rebalancings are available on S&P's website (www.standardandpoors.com).

III. Expiration Day Opening Imbalance Publication

Members and member organizations are reminded that the regular pre-opening procedures outlined in NYSE
and NYSE Amex Equities Rules 15 (Pre-Opening Indications) and 123D (Openings and Halts in Trading)
will apply on the March 19 Expiration Day. Accordingly, DMMs should publish indications as promptly as
practicable but should be mindful of their additional obligations under Rule 123D to publish one or more
indications, under the supervision of a Floor Official, in situations where the opening price would be affected
by an imbalance of market and limit buy and sell orders in a security.

In the event that one or both of the Exchanges invokes its exemptive powers under NYSE or NYSE Amex
Equities Rule 48 (Exemptive Relief - Extreme Market Volatility Condition), the terms of that rule would govern
the obligation to publish pre-opening indications.

IV. NYSE and NYSE Amex Equities Rules and Policies Relating to the Close

A. MOC/LOC and CO Order Entry and Cancellation

Members and member organizations are reminded that the provisions of NYSE and NYSE Amex Equities
Rule 123C (Closing Procedures) will apply to the close on the March 19 Expiration Day. Please note that,
while the Exchanges expect their systems to operate normally on March 19, in the unlikely event of a systems
interruption leading into or at the Close, the Closing Procedures set out in Rule 123C would operate as if the
Exchanges had declared a regulatory halt in one or more securities.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

531

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P10-15%2909013e2c8601c7e2?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


In the event that one or both of the Exchanges invokes its exemptive powers under NYSE or NYSE Amex
Equities Rule 123C(9) (Closing Procedures - Extreme Order Imbalances at or Near the Close), the terms of

that rule would govern the handling of orders at the Close. 2 

In connection with the entry of MOC/LOC and CO orders generally, members should pay particular attention
to the following:

▪ A “published imbalance” is an imbalance that has been disseminated to the Tape. An imbalance
that is announced orally or physically posted at the panel is not considered to be a published

imbalance. 3 
▪ Brokers and traders are reminded that, while they should enter orders as early in the day as
possible, all MOC/LOC orders (unless entered to offset a published imbalance) must be entered
with the DMM by 3:45 p.m. Entering MOC/LOC orders early provides DMMs with the opportunity
to more quickly identify potential order imbalances that might exist at the Close and to disseminate
that information. This, in turn, enables brokers and traders to more effectively identify potential
offsetting customer interest that could mitigate any imbalance. MOC/LOC and CO orders entered
prior to 3:45 p.m. may be canceled or reduced prior to that time for any reason.
▪ Between 3:45 p.m. and 3:58 p.m., MOC/LOC orders may be entered only to offset a security's
published imbalance, while CO orders may be entered in any amount on either side of the market.
During this time period, MOC/LOC and CO orders may be canceled or reduced in size only to

correct a legitimate error. 4   Please note that Market Surveillance will continue to closely monitor
the cancellation of MOC/LOC and CO orders pursuant to the Rules of the Exchanges.
▪ After 3:58 p.m., MOC/LOC orders may be entered only to offset a security's published imbalance,
while CO orders may be entered in any amount on either side of the market. After 3:58 p.m., MOC/
LOC and CO orders may not be cancelled or reduced in size for any reason except in accordance
with NYSE and NYSE Amex Equities 123C(9) (see part IV(D) below).
▪ In the event of a trading halt effective at 3:45 p.m. or later, MOC/LOC orders may be entered only
to offset a published imbalance. CO orders, however, may be entered in any amount on either side

of the market. 5 

B. Imbalance Publications 6 

NYSE and NYSE Amex Equities Rule 123C(5) provides for the publication of order imbalances as described
below. In addition, members may refer to the attached quick-reference page for a summary of the times and
requirements for imbalance publications. DMMs are reminded that erroneous imbalance publications must be
corrected as soon as practicable.

1. Informational Imbalance Publications between 3:00 p.m. and 3:45 p.m.

Between 3:00 p.m. and 3:45 p.m., DMMs are encouraged to issue Informational Imbalance Publications of
any size if they believe that there could be significant price dislocation at the Close. These publications are
informational only and do not limit MOC/LOC or CO order entry or cancellation before 3:45 p.m. DMMs that
wish to issue an Informational Imbalance Publication must obtain approval from a Floor Official or qualified

Exchange employee (see Rule 46.10) prior to issuance. 7 

2. Mandatory MOC/LOC Imbalance Publications at 3:45 p.m.

As soon as practicable after 3:45 p.m., any MOC/LOC imbalance of 50,000 shares or more for NYSE-listed
securities, and 25,000 shares or more for NYSE Amex Equities-listed securities will be published. Other
significant imbalances of lesser size (e.g. less than 50,000/25,000 shares but significant relative to the
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average daily trading volume (“ADTV”) of a particular security) may be published by the DMM with Floor

Official or qualified Exchange employee approval. 8 

In addition, any Informational Imbalance Publication issued prior to 3:45 p.m. must be updated. An imbalance
of 50,000 shares (NYSE), 25,000 shares (NYSE Amex Equities), or more will be published. If there is an
imbalance of any lesser size that is significant relative to the ADTV of the stock, it may be published by
the DMM with Floor Official or qualified Exchange employee approval. If there is no such imbalance, a “no
imbalance” indication must be issued by the DMM.

3. Mandatory MOC/LOC Imbalance Publications after a trading halt

If a trading halt is in effect at 3:45 p.m. but is lifted prior to the Close, any MOC/LOC imbalance of 50,000
shares (NYSE), 25,000 shares (NYSE Amex Equities), or more will be published, and any imbalance of
lesser size if significant relative to the ADTV may be published by the DMM as soon as possible after trading
reopens, subject to Floor Official or qualified Exchange employee approval.

4. Exchange Publication of Order Imbalance Information

In addition to the Informational Imbalance and Mandatory MOC/LOC Imbalance Publications described
above, the Exchanges also make available real-time Order Imbalance Information prior to the Close in
accordance with NYSE and NYSE Amex Equities Rule 123C(6). These publications take place approximately
every five (5) seconds between 3:45 p.m. and 4:00 p.m. The Order Imbalance Information publications use
a reference price in order to indicate how many shares would be needed to close the security at that price,

including MOC, marketable LOC and CO orders. 9   Beginning at 3:55 p.m., the Order Imbalance Information
publications also include stop orders, d-Quotes and all other e-Quotes containing pegging instructions eligible

to participate in the closing transaction. 10 

Please note, however, off-setting interest must not be submitted in response to Order Imbalance Information
publications. Off-setting MOC/LOC interest may be submitted only as described in this memo in response to
a Mandatory MOC/LOC Imbalance Publication issued at 3:45 p.m. or after a trading halt in accordance with
Rule 123C(2).

C. Printing the Closing Transaction

1. NYSE and NYSE Amex Equities Rules 116.40 and 123C(8)

DMMs are reminded that the closing transaction must be printed consistent with NYSE and NYSE Amex
Equities Rules 116.40 and 123C(8) and they must accurately reflect both the closing price and closing volume

when printing the closing transaction. 11 

Due to possible system latency, marketable orders entered into Exchange systems before 4:00 p.m. might
not be received at the post until after 4:00 p.m. These orders should be incorporated into the closing process,
just as non-MOC/LOC interest that is known at the post is factored into the closing print after 4:00 p.m.

2. Verbal Interest and e-Quotes at the Close

All interest, including verbal, e-Quoted, d-Quoted and Display Book interest, should be taken into account by
the DMM when formulating the Close. Interest priced better than the Close must be executed on the Close as
that interest is considered marketable. Interest limited to the closing price will be executed depending on the
availability of contra side interest.

Depending on whether it is marketable or not, verbal interest may be handled differently than e-Quoted
interest at the Close. Marketable verbal interest is included with all market and MOC interest at the Close,
while limited verbal interest and e-Quotes are on parity with limit orders. DMMs are reminded that verbal
interest from a Floor broker should be handled one of two ways: limited verbal interest should be entered into
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the system as a manual e-Quote and DMMs may require a written order from the broker; marketable verbal
interest should be entered into the Closing template.

3. Orders to offset MOC/LOC imbalances at the Close to mitigate price disparity

NYSE and NYSE Amex Equities Rule 902 (Off Hours Trading Orders) provides for entry of orders after
the Close. Rule 902(a)(ii)(B) permits DMMs to include in the calculation of the Close legitimate market
interest that has agreed to offset all or part of any MOC imbalance that existed prior to the Close at 4:00
p.m. The DMM's use of this offsetting interest to minimize significant price dislocation on the Close will
result in a closing-price coupled order between the DMM and member, member organization or customer.
If the member, member organization or customer agrees, the DMM may include this interest in offsetting an
imbalance when setting the closing price and increase DMM participation in the closing print to the extent
of the new contra interest. In this way the DMM will liquidate or cover the related dealer position, and the
member, member organization or customer will acquire the position. Such closing-price coupled orders are
executed at the Ramp.

It is important to note that Rule 902 may not be relied on for the entry of an order after the Close when there
is no MOC/LOC imbalance or when the imbalance would not result in volatility and/or price dislocation. In
addition, it cannot be used if the Close has already been printed.

D. Extreme Order Imbalances at or Near the Close

In order to avoid significant dislocation in the closing price that may result from an order entered or
represented at or near the Close, NYSE and NYSE Amex Equities Rule 123C(9) permits the Exchanges to
temporarily suspend the hours of operation under Rule 52 so that offsetting interest may be solicited from
both on-Floor and off-Floor participants and entered to reduce the size of the imbalance. Any such extension
of trading under Rule 123C(9) would be designated by the Exchanges for a specific time period within 30
minutes after the scheduled close.

Rule 123C(9) also permits temporary suspension of the prohibition on the cancellation or reduction of a MOC/
LOC order after 3:58 p.m. where there is a legitimate error in such an order and the execution of the order
would cause significant price dislocation at the Close.

Only the DMM assigned to a particular affected security may request relief under Rule 123C(9). A request
for relief under Rule 123C(9) must be approved and supervised by an Executive Floor Governor or qualified
NYSE Euronext employee.

V. Adequacy of Operations and Supervisory Staff

All members and member organizations, including DMMs, should ensure that both operational and
supervisory staffing on and around the March 19 Expiration Day will be sufficient to monitor and process
all orders, regardless of the form in which they are received, as well as to handle the increased workload
anticipated as a result of the quarterly rebalancing. All members and member organizations should also
review their systems to ensure that they have adequate capacity to handle the expected increase in volume.
For example, DMM firms should review their DMM Unit algorithm to ensure that they meet their obligations to
maintain a fair and orderly market. DMMs are reminded to seek the advice of a Floor Official regarding any
unusual situations as quickly as possible.

VI. Supervision

A. Review of Policies and Procedures

In view of increased automated order delivery, e-Quoting and automatic execution, NYSE Regulation is
advising members and member organizations to carefully review their procedures as well as their supervisory
systems for handling orders in connection with the March 19 Expiration Day. NYSE Regulation expects
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members and member organizations to review their practices for handling orders at or near the Close,
particularly with respect to any orders where there is an on-close or other price guarantee for those securities
that are part of the quarterly rebalancing. Reviews should include both orders that are handled manually as
well as those orders that are handled systemically, such as orders that are handled by a computer algorithm.
In addition, members and member organizations should take all necessary steps to ensure that the relevant
trading and back-office staff are familiar with firm procedures for handling orders at or near the Close.
Members and member organizations should also be mindful of the guidance issued in Information Memo
09-22 (May 28, 2009) (attached) regarding procedures for escalating and addressing inquiries arising from
real-time regulatory or trading issues.

In addition, members and member organizations are reminded of their obligation to have adequate systems
and controls relating to the use of firm systems by correspondents or others, including usage of the
Exchanges' odd-lot systems. Please consult NYSE Information Memos 02-48 (November 7, 2002) and 07-60
(June 29, 2007) (both attached) for more information.

B. Adequacy of Compliance Program

Members and member organizations are also reminded to ensure that they have a robust compliance
program that includes adequate supervisory policies and procedures to monitor for compliance with NYSE
and NYSE Amex Equities Rule 123C and the guidance contained in this Information Memo. Those policies
and procedures must be adequate to ensure that all procedures related to MOC/LOC orders are appropriately
followed, and to detect and deter any actions that may violate NYSE, NYSE Amex or SEC rules.

C. Due Diligence Requirements

Consistent with the requirements of NYSE and NYSE Amex Equities Rule 405, before any at-the-close
order is transmitted to the Floor the member or member organization accepting the order must exercise due
diligence to learn the essential facts relative to the order, including the purpose and propriety of the at-the-
close instruction. In addition, an imbalance of orders at or near the Close, caused in part by the entry of such
orders, could lead to trading being halted in the security and such orders not receiving an execution.

D. Supervision to Prevent Improperly Affecting the Close

Members and member organizations must also ensure that their activity does not have the effect of artificially
impacting the closing price. Firms should review procedures utilized in connection with orders to be
executed at or near the close with their traders and other order-entry personnel. Firms should also review
systemic order-entry functions (e.g., algorithms or “smart servers”) for compliance with the provisions of this
Information Memorandum. Firms should also review the provisions of NYSE Information Memo 95-28 (July
10, 1995)(attached), which discusses trading near the Close and activity that would constitute violations of
NYSE and NYSE Amex Equities Rules, as well as federal securities laws.

In that connection, members and member organizations are reminded that, where a firm has committed to
purchase from (sell to) a customer an order at a price that is derived from the closing price (e.g., MOC orders)
while also reserving a significant position of its hedging or covering transaction to be executed at or near
the Close, they must operate with substantial care. If the transaction is completed in a manner that does not
effectively place the firm at market risk or if the transaction does not provide an opportunity for possible contra
side interest to develop and/or react to the activity, it would raise manipulative concerns and would operate as
conduct inconsistent with just and equitable principles of trade.

E. Compliance with Federal Securities Laws and Rules

In addition to complying with NYSE and NYSE Amex rules and policies, members and member organizations
should review other applicable federal securities laws and regulations, including Section 9(a)(2) of the
Securities Exchange Act, Regulation SHO and Rule 10b-5, as well as the margin and capital rules. Firms
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must ensure that they have adequate policies and procedures to detect, deter and prevent such potentially
violative conduct.

VII. Staff Contacts

Regulatory questions concerning this memorandum may be addressed to the following:

Patricia Bergholc, Director, On Floor Surveillance, at (212) 656-4948 Michael Fryer, Director, Member
Trading, at (212) 656-4656 John Saxton, Director, Member Trading, at (212) 656-2324 or Andrew
White, Director, Member Trading, at (212) 656-4498.

Operations questions concerning this memorandum may be addressed to the following:

Paul Bauccio, Senior Vice President, Operations, at (212) 656-2929 or Dennis Pallotta, Director,
Operations, at (212) 656-5236.

Questions may also be directed to OFSU via the White Phone or in person at the Ramp. Questions that are
not time sensitive may also be submitted to Ask Market Surveillance. For information about the Ask Market
Surveillance system, refer to NYSE Member Education Bulletin 2006-3 (January 30, 2006), if you or your firm
is not already a subscriber.

______________________________

NYSE Regulation, Inc.

Attachments

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Effective March 1, 2010, the Exchanges amended Rules 13, 15 and 123C to modify and update the
closing process procedures. For more information on the modifications to these rules, see Securities
Exchange Act Release Nos. 61233 (December 23, 2009), 74 FR 69169 (December 30, 2009) (SR-
NYSE-2009-111); 61244 (December 28, 2009), 75 FR 479 (January 5, 2010) (SR-NYSEAmex-2009-81);
61614 (March 1, 2010), 75 FR 10535 (March 8, 2010) (SR-NYSEAmex-2010-17); and 61616 (March
1, 2010), 75 FR 10533 (March 8, 2010) (SR-NYSE-2010-12). See also NYSE/NYSE Amex Information
Memorandum 10-11 (February 26, 2010) (attached). This Information Memo is based on the amended
rules.

2  See Section IV. D. of this memo for more information on NYSE and NYSE Amex Equities Rule 123C(9).
3  See Section IV. B. of this memo for more information.
4  A "legitimate error" is an error in the term of an order, such as price, number of shares, buy/sell, or

identification of the security. See NYSE and NYSE Amex Equities Rule 123C(1)(c).
5  See NYSE and NYSE Amex Equities Rules 123C(2)(c).
6  Imbalance publications include both MOC and marketable LOC orders (based on the last sale price at

the time the publication is made). See NYSE and NYSE Amex Equities Rule 123C(1)(b) and (d), defining
"Informational Imbalance Publications" and "Mandatory MOC/LOC Imbalance Publications". For more
information on how imbalance publications are calculated, see NYSE and NYSE Amex Equities Rule
123C(4).
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7  Floor Official approvals to issue Informational Imbalance Publications should be recorded on the Floor
Official Approval form under Item 12 ("Consultation/Other"). Members should state the proposed
imbalance information and note any other relevant information (e.g. ADTV, size, degree of impact) in
connection with the request.

8  As with Informational Imbalance Publications, Floor Official approvals to issue certain Mandatory MOC/
LOC Imbalance Publications should be recorded on the Floor Official Approval form under Item 12
("Consultation/Other"). Members should state the proposed imbalance information and note any other
relevant information (e.g. ADTV, size, degree of impact) in connection with the request.

9  For more information on how the reference price is determined, see NYSE and NYSE Amex Equities
Rule 123C(6)(a)(iii).

10  On a day that trading on the Exchange is scheduled to close earlier than 4:00 p.m., the Exchange will
disseminate Order Imbalance Information every five (5) seconds starting at 10 minutes prior to the
Close. See NYSE and NYSE Amex Equities Rule 123C(6)(a)(v).

11  For more information on the execution of orders at the Close, see NYSE and NYSE Amex Equities Rule
123C(7). Members and member organizations are reminded that, when arranging the Close, they may
not use the Display Book system in an inappropriate manner designed to discover information about
unelected stop orders.
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March 15, 2010

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL NYSE MEMBERS AND MEMBER ORGANIZATIONS AND NYSE ARCA ETP HOLDERS

SUBJECT: BUSINESS CONTINUITY PLANNING AND EMERGENCY POWERS - NYSE RULE 49 AND
NYSE ARCA EQUITIES RULE 2.100

I. Purpose

The purpose of this Information Memo is to advise NYSE members and member organizations and NYSE
Arca ETP Holders that, as part of the NYSE Euronext's overall Business Continuity Planning efforts, New
York Stock Exchange, LLC (“NYSE”) and NYSE Arca, Inc. (“NYSE Arca”) (collectively, the “Exchanges”) have

adopted new NYSE Rule 49 and amended NYSE Arca Equities Rule 2.100. 1 

As described more fully below, these Rules provide the Exchanges with the authority, under circumstances
where the NYSE systems and/or facilities located at 11 Wall Street are substantially impaired or inoperable,
to declare an Emergency Condition (defined below) and to transfer the trading of NYSE-listed securities to the
systems and facilities of NYSE Arca.

II. Background

For several years, NYSE Euronext has participated in the “Pandemic Planning and Regulatory Coordination
Working Group”, an inter-regulatory initiative of the Securities and Exchange Commission (the “Commission”
of “SEC”) that was established to ensure that self-regulatory organizations have sufficient rules and
procedures in place to effectively address pandemic or other emergency conditions that could disrupt the
markets (known as “Business Continuity Planning”). NYSE Euronext has designated NYSE Arca as a back-
up trading facility for the NYSE as part of NYSE Euronext's broader efforts pursuant to that initiative to
develop a comprehensive Business Continuity Plan for the Exchanges. The changes to NYSE Rule 49 and
NYSE Arca Equities Rule 2.100 were adopted to effectuate that part of the Plan.

III. NYSE Rule 49 and NYSE Arca Equities Rule 2.100

NYSE Rule 49 and NYSE Arca Equities Rule 2.100 provide the Exchanges with the authority to respond

to a regional or national emergency 2  , such as a pandemic crisis, or other situations, such as government
action or environmental causes, whereby the NYSE's systems and/or facilities located at 11 Wall Street are
substantially impaired or inoperable (an “Emergency Condition”), so that the securities markets in general,
and the NYSE's market in particular, may continue to perform in a manner consistent with the protection of
investors and in pursuit of the public interest.

A. Declaration of an Emergency Condition

Upon the declaration of an Emergency Condition by a qualified NYSE and/or NYSE Arca officer, 3   the
Exchanges will designate NYSE Arca to receive and process bids and offers and to execute orders on behalf
of the NYSE, and will coordinate the orderly transfer of the trading of NYSE-listed securities to the systems
and facilities of NYSE Arca. The Exchanges will make concerted efforts to alert and consult with the SEC
before invoking their authority under the Rules.
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Once an Emergency Condition has been declared, the Exchanges will broadcast the declaration to the
market using any and all available communications resources and will then halt all trading conducted on
the NYSE's Trading Floor. The Exchanges will open trading of NYSE-listed securities on the systems and
facilities of NYSE Arca as soon thereafter as possible, but not earlier than at least the next trading day.

During the halt, all unexecuted orders will remain on the NYSE's systems unless cancelled by the entering
NYSE member or member organization. Please note that, in the event the NYSE's Trading Floor is
rendered inoperable, it will not be technically feasible for NYSE to route unexecuted orders from the
NYSE's systems and facilities to the systems and facilities of NYSE Arca. As a result, NYSE members
and member organizations should ensure that, in the event of an Emergency Condition, their order
entry systems are capable of re-routing orders for NYSE-listed securities to the systems and facilities
of NYSE Arca. In addition, those members and member organizations that have open orders on the NYSE at
the time an Emergency Condition is declared should cancel those orders and re-enter them on NYSE Arca as
soon as possible.

Once trading of NYSE-listed securities commences on the systems and facilities of NYSE Arca pursuant
to an Emergency Condition, any unexecuted orders left open on the NYSE's systems and facilities will be
purged.

B. Processing trades of NYSE-listed securities on or through NYSE Arca systems and facilities during an
Emergency Condition

In an Emergency Condition, the NYSE will, as a practical and legal matter, continue to operate as an

exchange using the systems and facilities of NYSE Arca. 4   Thus, for the duration of the Emergency
Condition, trades in NYSE-listed securities will be identified by “N” on the Consolidated Tape and quotes will
be designated as NYSE quotes in the Consolidated Quote Stream, notwithstanding the fact that they were

processed on or through the NYSE Arca systems and facilities. 5 

During the Emergency Condition, NYSE members and member organizations will be required to comply with
NYSE Arca's rules while trading NYSE-listed securities on NYSE Arca and surveillance will be conducted by
NYSE Regulation employees responsible for surveillance of NYSE Arca.

C. Use of NYSE Arca trading systems and facilities to trade NYSE-listed securities during an Emergency
Condition

1. NYSE-only members, member organizations or Sponsored Participants

NYSE Arca will provide temporary membership and/or access to those NYSE members, member

organizations and Sponsored Participants 6   that are not already members or sponsored participants of
NYSE Arca at the time an Emergency Condition is declared so that they can submit bids and offers, and
execute trades, in NYSE-listed securities on or through the systems and facilities of NYSE Arca. NYSE Arca
will establish inactive equity trading permits and connectivity for such members and member organizations,
which will become active during an Emergency Condition. These trading permits will have the same trading
rights and obligations as current ETP Holders on NYSE Arca. See NYSE Arca Equities Rule 1.1(m)-(n).
Those NYSE-only members and member organizations that are granted temporary membership and/or
access will not be required to meet any of NYSE Arca's membership requirements.

Sponsored Participants of the NYSE that do not have sponsored access to NYSE Arca at the time of an
Emergency Condition will be permitted to obtain such access through either an existing NYSE Arca member
or through an NYSE member or member organization that is granted temporary access in accordance
with NYSE Arca Equities Rule 2.100, provided the Sponsored Participants can establish connectivity and
complete the required documentation incident to such sponsored access.

Such temporary membership or access will be valid only for the duration of the Emergency Condition until
regular trading resumes on NYSE's systems and facilities.
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NYSE-only members, member organizations or Sponsored Participants are encouraged to contact
NYSE Arca at their earliest convenience about obtaining temporary membership and/or access to
NYSE Arca and establishing BCP connectivity. The process for establishing BCP connectivity to
NYSE Arca is as follows:

• NYSE-only members, member organizations or Sponsored Participants must request a BCP
Connectivity Application/Questionnaire (“BCP CQ”) from NYSE Euronext Client Relationship
Services (“CRS”) at crs@nyx.com;

• The BCP CQ requires a firm to provide a valid NYSE Mnemonic(s) and the mnemonic(s) must clear
through a current NYSE Arca Clearing Equity Trading Permit Holder;

• Upon receipt of a completed BCP CQ, CRS will validate the request against permissioned NYSE
Mnemonics for the firm and will submit the BCP CQ to NYSE and NYSE Regulation for approval;

• Upon receipt of regulatory approval, CRS will permission the NYSE Mnemonic(s) for capability to
send order flow to NYSE Arca in the event of an Emergency Condition.

A description of the specific steps that NYSE-only members, member organizations and Sponsored
Participants will need to take in order to access and effect transactions through NYSE Arca systems and
facilities will be made available at the time an Emergency Condition is declared.

2. NYSE Arca-only ETP Holders or Sponsored Participants

Similarly, in the event of an Emergency Condition the NYSE will provide temporary membership and/or

authorized access to those NYSE Arca ETP Holders or Sponsored Participants 7   that are not already
members, member organizations or sponsored participants of the NYSE.

The NYSE will temporarily designate NYSE Arca-only members as NYSE members because, in the event
of an Emergency Condition, NYSE Arca systems will not be able to prevent NYSE Arca-only members from
trading NYSE-listed securities even though such trades will be printed as NYSE trades. By granting NYSE
Arca-only members temporary NYSE membership, the NYSE seeks to avoid any issue as to the legitimacy
of such trades. However, NYSE Arca-only members that are granted a temporary membership will not be
required to meet any of the NYSE's membership requirements.

For the same reasons, NYSE Arca sponsored participants that are not set up with sponsored access to the
NYSE will be authorized access through either an existing NYSE member or member organization or an
NYSE Arca member that is granted temporary membership in accordance with NYSE Rule 49 and NYSE
Arca Equities Rule 2.100.

Such temporary membership or authorized access will be valid only for the duration of the Emergency
Condition until regular trading resumes on the NYSE.

D. NYSE Member, Member Organization and Sponsored Participant obligations during an Emergency Condition

NYSE members, member organizations and Sponsored Participants that quote or trade NYSE-listed
securities on or through the systems and facilities of NYSE Arca during an Emergency Condition will be
bound by the rules and procedures of NYSE Arca and will be required to comply with the NYSE Arca Equities
Rules governing trading (e.g. NYSE Arca Equities Rule 7). For regulatory purposes, such rules will be
considered NYSE rules for the duration of the Emergency Condition.

Even though the applicable NYSE Arca Equities rules will govern trading during an Emergency
Condition, the NYSE's rules governing member firm conduct will continue to apply to its members,
member organizations and Sponsored Participants, including membership and net capital
requirements. In addition, the NYSE's listing requirements for its listed securities will continue to
apply.

Because of differences between the systems of NYSE and NYSE Arca, NYSE Arca is not able to support
the NYSE's Designated Market Makers (“DMMs”) operating in the same manner that they operate on the
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NYSE. In particular, DMMs will not have the Capital Commitment System or the DMM API when acting as
market makers on the NYSE Arca system. Thus, NYSE DMMs will not be able to fulfill their DMM obligations,
including the affirmative obligation to make a market in a reasonable depth and with reasonable price
continuity, and will have limited ability to stabilize the market in their NYSE securities. As a result, during
an Emergency Condition NYSE DMMs will not be considered DMMs under the NYSE Rules. In order to
ensure that there continues to be a market for NYSE-listed securities, however, DMM member firms will
be designated as “Market Makers” in accordance with NYSE Arca Equities Rule 7.23 and will be required

to meet the requirements of those Rules for the duration of an Emergency Condition. 8   Once regular
trading resumes on the NYSE, DMM member firms will resume their roles as DMMs and be subject to their
obligations under NYSE rules.

E. Limitations on authority under NYSE Rule 49and NYSE Arca Equities Rule 2.100

The emergency authority granted under NYSE Rule 49 and NYSE Arca Equities Rule 2.100 is available for
up to 10 calendar days from the date that it is invoked. In addition, if approved by the SEC, such authority
may be extended. At any time after declaring an Emergency Condition the Exchanges may, with Commission
approval, cease or alter the use of their authority under the Rules. The Commission may also unilaterally
direct the Exchanges to cease or alter the use of their emergency powers.

The Exchanges will provide their members, member organizations and sponsored participants with advance
notice of when the emergency authority will expire or terminate.

V. Staff Contacts

Questions concerning NYSE Rule 49 may be addressed to:

Daniel Labovitz, NYSE Regulation, Inc., (212) 656-2081.

Questions concerning NYSE Arca Equities Rule 2.100 may be addressed to:

James Draddy, NYSE Arca, Inc., (312) 442-7930.

Questions concerning NYSE Euronext's Business Continuity Plan may be addressed to:

Mitch Simon, New York Stock Exchange, LLC, (212) 656-3267.

__________________________________________________

NYSE Regulation, Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  These rule changes are effective as of December 16, 2009. See Securities Exchange Act Release Nos.
61177 (December 16, 2009), 74 FR 68643 (December 28, 2009) (SR-NYSE-2009-105) and 61178
(December 16, 2009), 74 FR 68434 (December 24, 2009) (SR-NYSEArca-2009-90).

2  The term "emergency" is defined in Section 12(k)(7) of the Securities Exchange Act of 1934, as
amended (the "Act"). See 15 U.S.C. § 78l(k)(7). See also NYSE Rule 49(a)(30 and NYSE Arca Equities
Rule 2.100(a)(3).

3  The terms "qualified Exchange officer" and "qualified Corporation officer" are both defined as the "NYSE
Euronext Chief Executive Officer or his or her designee, or the NYSE Regulation, Inc. Chief Executive
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Officer or his or her designee." See NYSE Rule 49(a)(3) and NYSE Arca Equities Rule 2.100(a)(3). In
the event that none of these individuals is able to act, the next "most senior surviving officer of NYSE
Euronext or NYSE Regulation, Inc." may assume the authority provided under the Rules. See id.

4  This is essentially the arrangement used by the American Stock Exchange ("Amex") to continue
operations after its trading floor was closed in the wake of the World Trade Center disaster on
September 11, 2001. The Amex utilized NYSE systems and facilities to process and trade Amex-listed
securities and quotes and trades were marked "A" and considered to have originated from Amex,
notwithstanding that they were processed on the NYSE.

5  Currently, NYSE Arca trades NYSE-listed securities on a UTP basis and these trades are reported to
the Consolidated Tape with a "P" modifier. Upon the declaration of an Emergency Condition and during
the trading halt on the NYSE, orders in NYSE-listed securities entered on NYSE Arca on a UTP basis
will not be cancelled and will remain available for execution, continuing to print with a "P" modifier. Once
trading of NYSE-listed securities resumes on the NYSE Arca systems, executions of such orders will
subsequently be printed with an "N" modifier for the duration of the Emergency Condition.

6  Under NYSE Rules, a "Sponsored Participant" is a person (as defined in Rule 2(e)) who has entered into
a sponsorship arrangement with a Sponsoring Member Organization to obtain authorized access to the
Exchange pursuant to this rule. See NYSE Rule 123B.30(a)(ii)(B). A "Sponsoring Member Organization"
is a NYSE member or member organization that enters into a written sponsorship agreement to provide
a Sponsored Participant with authorized access to the Exchange. See NYSE Rule 123B.30(a)(ii)(A).

7  Pursuant to NYSE Arca Equities Rules, a "Sponsored Participant" is a person or entity that has entered
into a sponsorship arrangement with a Sponsoring ETP Holder in accordance with NYSE Arca Equities
Rule 7.29. See NYSE Arca Equities Rule 1.1(tt). In addition, a "Sponsoring ETP Holder" is a broker-
dealer that has been issued an ETP by the Corporation who has been designated by a Sponsored
Participant to execute, clear and settle transactions on NYSE Arca Marketplace. The Sponsoring ETP
Holder must be either (i) a clearing firm with membership in a clearing agency registered with the
Commission that maintains facilities through which transactions may be cleared or (ii) a correspondent
firm with a clearing arrangement with any such clearing firm. See NYSE Arca Equities Rule 1.1(uu).

8  NYSE DMMs will be required to meet the same margin requirements as NYSE Arca Market Makers.
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March 15, 2010

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: FEE RATE ADVISORY

I. Purpose

The purpose of this Information Memo is to advise member organizations that the Securities and Exchange
Commission (“Commission”) has announced changes to certain fees charged to registered broker-dealers
and other market participants pursuant to the Securities Act of 1933 (“Securities Act”) and the Securities
Exchange Act of 1934 (“Exchange Act”). The changes take effect on April 1, 2010.

II. Background

Under the Investor and Capital Markets Fee Relief Act, annual adjustments are made by the Commission to
rates that are paid under Section 6(b) of the Securities Act and Sections 13(e), 14(g), and 31 of the Exchange
Act. The Exchange Act requires the Commission to adjust the Section 31 fee rate if it estimates that the
baseline estimate of dollar volume that was used to calculate the annual adjusted rate for fiscal year 2010
is reasonably likely to be 10 percent (or more) greater or less than the actual dollar volume of securities
transactions for fiscal year 2010.

Pursuant to NYSE and NYSE Amex Equities Rule 440H (“Activity Assessment Fees”), the Exchanges offset
their Section 31 fee obligations by collecting “Activity Assessment Fees” from member organizations based
on securities transaction data reported by the Depository Trust & Clearing Corporation at a rate equal to that

prescribed under Section 31. 1 

III. Fee Adjustment

Pursuant to SEC Press Release No. 2010-29, dated March 1, 2010, all trades occurring on NYSE and
NYSE Amex Equities and settling on or after April 1, 2010, will be assessed at the new rate of $16.90 per
million dollars under Section 31. The Commission determined the mid-year adjustment using a methodology
developed in consultation with the Congressional Budget Office and the Office of Management and Budget,
as required by Section 31(j)(2) of the Exchange Act. This methodology used market projections based on the
most recent information on dollar volume of securities transactions thus far in fiscal year 2010.

Until April 1, 2010, the current rate of $12.70 per million will remain in effect. Furthermore, the Section 31(d)
security futures transactions assessment will remain at the current rate of $0.0042 for each round turn
transaction.

The SEC has stated in the Fee Rate Advisory #5 that it will announce the new fee rates for fiscal year 2011
no later than April 30, 2010.

IV. Staff and SEC Contacts for Further Information

Any further questions regarding the new fee rate for Section 31 may be directed to the SEC's
Office of Interpretation and Guidance in the Division of Trading and Markets at (202) 551-5777 or
tradingandmarkets@sec.gov. Questions on Rule 440H can be directed to Patrick Boyle at (212) 656-5280.
Additionally, you may contact your FINRA Regulatory Coordinator with any questions you may have
regarding this memo.
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__________________________________________________

NYSE Regulation, Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  For additional information on Rule 440H and Transaction Fees, see NYSE Information Memos 04-42
(dated August 5, 2004), 05-36 (dated May 13, 2005), 05-48 (dated July 19, 2005), 05-92 (dated
December 6, 2005), 06-77 (dated November 3, 2006), 07-46 (dated May 21, 2007), 08-03 (dated
January 14, 2008), 08-16 (dated March 28, 2008), 09-17 (dated April 2, 2009), and 10-04 (dated January
1, 2010).
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March 11, 2010

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL NYSE AND NYSE AMEX EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: HARMONIZATION OF NYSE AND NYSE AMEX EQUITIES FINANCIAL RESPONSIBILITY
RULES WITH FINRA'S RULES.

I. Purpose

The purpose of this Information Memo is to inform New York Stock Exchange, LLC (“NYSE”) and NYSE
Amex LLC (“NYSE Amex,” together with NYSE, the “Exchanges”) members and member organizations of
the following equities rule changes recently approved by the Securities and Exchange Commission (the
“Commission”):

• the adoption of Rules 4110 (Capital Compliance), 4120 (Regulatory Notification and Business
Curtailment), 4130 (Regulation of Activities of Section 15C Member Organizations Experiencing
Financial and/or Operational Difficulties), 4140 (Audit) and 4521 (Notifications, Questionnaires and
Reports) (collectively, the “Financial Responsibility” Rules); and

• the corresponding deletion and/or amendment of Rules and Rule Interpretations 312(g)(1) and (h)
(Changes Within Member Organizations), 313(d) (Submission of Partnership Articles—Submission
of Corporate Documents), 313.14 (A-B-C agreements), 313.18 (Sole board member provision),
313(d)/01 - /02 (Opinion of Counsel), 325 (Capital Requirements Member Organizations), 325(c)
(1)/01 (Long Put or Call Options), 326(a) (Growth Capital Requirement), 326(b) (Business
Reduction Capital Requirement), 326(c) (Unsecured Loans and Advances), 326(d) (Reduction
of Elimination of Loans and Advances), 328 (Sale-And-Leasebacks, Factoring, Financing and
Similar Arrangements), 416.20 (Questionnaires and Reports), 416/01 (Gold and Silver Offerings),
418 (Audit), 420 (Reports of Borrowings and Subordinate Loans For Capital Purposes) and 421

(Periodic Reports). 1 

II. Overview of Rule Changes

In order to reduce regulatory duplication and to provide for less burdensome and more efficient compliance
with member firm conduct rules and requirements, the Exchanges amended the Financial Responsibility
Rules to harmonize their Rules with changes to corresponding rules recently filed by the Financial Industry

Regulatory Authority, Inc. (“FINRA”) and approved by the Commission. 2 

To more readily identify those NYSE and NYSE Amex Equities Rules that have been harmonized with
FINRA Rules, the Exchanges have adopted the same numbering for their new Rules as FINRA uses in the
Consolidated FINRA Rulebook (e.g. new Rule 4110 corresponds to FINRA Rule 4110). In addition, these
rule changes are operative as of February 8, 2010, the same operative date as FINRA's corresponding rule
changes. For more details concerning the new Rules, see FINRA Regulatory Notices 09-71 (December 7,
2009) and 10-08 (February 10, 2010).

III. Description of Rule Changes
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As described in more detail below, the Exchanges' new Financial Responsibility Rules are based on the
old NYSE and NYSE Amex Equities (and NASD) Rules governing financial responsibility, which have been
updated and reorganized. There are two principal changes between the old and new Financial Responsibility
Rules:

• Unlike the old Rules, which applied to all member firms, some of the new Rules are limited to
carrying and clearing firms (including firms operating under the exemptive provisions of SEA Rule
15c3-3(k)(2)(i) that either clear customer transactions, or hold customer funds in a bank account,

pursuant thereto); 3 
• The new Rules include new notice and due process procedures for member firms that are also

FINRA members; non-FINRA member firms will remain subject to the notice and due process
provisions of Rule 475.

Additional changes to the Rules are noted as well. 4 

A. Rule 4110 (Capital Compliance)

NYSE and NYSE Amex replaced Rules and Rule Interpretations 312(g)(1) and (h), 313(d), 313(d)/01-/02,

325(d), 326.13, 328 and 420 with new Rule 4110. 5 

1. Authority to Increase Capital Requirements

New Rule 4110(a) is substantially the same as old Rule 325(d), permitting the Exchanges to (i) prescribe
certain net capital requirements for carrying and clearing member firms, and (ii) require any such firms to
improve or increase their net capital when deemed necessary for the protection of investors or in the public
interest. In such instances, the Exchanges may raise the applicable “haircut” (i.e. increase the percentage of
the market value of certain securities or commodities positions by which the member firm must reduce its net
worth) or treat certain assets as non-allowable in computing net capital.

The Exchanges are required to provide notice to a member firm subject to action under the Rule: for FINRA
member firms, notice is provided in accordance with FINRA Rule 9557, and for non-FINRA member firms,
notice is provided in accordance with Rule 475.

2. Suspension of Business Operations

New Rule 4110(b)(1) is based in part on NASD Rule 3130(e) and provides that, unless otherwise permitted
by the Exchanges, a member firm must suspend all business operations during any period of time in which it
is not in compliance with SEA Rule 15c3-1. This provision is self-operative and the burden is on the member
firm to report its capital deficiency and to take appropriate action.

In addition, under Rule 4110(b)(2), the Exchanges may issue a notice directing any member firm that is not in
compliance with SEA Rule 15c3-1 to suspend all or a portion of its business: for FINRA member firms, notice
is provided in accordance with FINRA Rule 9557, and for non-FINRA member firms, notice is provided in
accordance with Rule 475.

3. Withdrawal of Equity Capital

New Rule 4110(c) is based in part on old Rule 312(h) and SEA Rule 15c3-1(e), subject to some
modifications.

New Rule 4110(c)(1), like old Rule 312(h), prohibits a member firm from withdrawing equity capital for a
period of one year after contribution unless otherwise permitted by the Exchanges in writing.

In addition, new Rule 4110(c)(2) prohibits carrying and clearing member firms from withdrawing capital,
effecting transactions that would reduce the firm's equity, or making unsecured loans to specified persons,
without prior written Exchange approval where, during any rolling 35-day period, such withdrawals,
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transactions or loans exceed, in the aggregate, 10 percent of the firm's excess net capital. Old Rule 312(h)
did not include a 10 percent de minimis exception.

Subject to these prohibitions, Rule 4110(c) provides that member firms may withdraw profits earned.

4. Sale-and-Leasebacks, Factoring, Financing, Loans and Similar Arrangements

New Rule 4110(d) is substantially similar to old Rule 328, except that paragraphs (d)(1) - (3) are limited to
carrying or clearing firms.

Rule 4110(d)(1), which is based on old Rule 328(a), provides that, without prior written Exchange
authorization, (i) no carrying or clearing member firm may consummate a sale-and-leaseback arrangement
with respect to any of its assets, or a sale, factoring or financing arrangement with respect to any unsecured
accounts receivable, where any such arrangement would increase the member firm's tentative net capital by
10 percent or more; and (ii) no carrying member firm may consummate any arrangement concerning the sale
or factoring of customer debit balances, irrespective of amount.

Rule 4110(d)(2), which is based on old Rule 328(b), requires prior written Exchange approval for any loan
agreement entered into by a carrying or clearing member firm which exceeds 10 percent of the firm's tentative
net capital and that is intended to reduce the deduction in computing net capital for fixed assets and other
assets that cannot be readily converted into cash under SEA Rule 15c3-1(c)(2)(iv).

Old Rule 328 did not have a de minimis 10 percent exception like those contained in new Rule 4110(d)(1) and
(2).

Rule 4110(d)(3) provides that any member firm subject to paragraphs (d)(1) or (d)(2) is prohibited from
consummating, without prior written Exchange authorization, any arrangement under those provisions if
the aggregate of all such arrangements would exceed 20 percent of the member firm's tentative net capital.
Because old Rule 328 did not have de minimis exceptions, the old Rule did not have an aggregate cap either.

Finally, Rule 4110(d)(4), which is based on old Rule 328(c), provides that any agreement relating to a
determination of a “ready market” for securities based upon the securities being accepted as collateral for a
loan by a bank under SEA Rule 15c3-1(c)(11)(ii) must be submitted and acceptable to the Exchanges before
the securities may be deemed as such. When determining the acceptability of a loan agreement pursuant
to this Rule, the Exchanges will consider such factors as whether the bank will have sole recourse under
the agreement and whether the term of the loan is for at least one year. Unlike Rules 4110(d)(1) - (3), the
provisions of Rule 4110(d)(4) apply to all member firms.

5. Subordinated Loans, Notes Collateralized by Securities and Capital Borrowings

New Rule 4110(e) is based in part on old Rule 420 and addresses the requirements for subordination
agreements and loans made to general partners of member firms that are partnerships.

Rule 4110(e)(1) is based on Appendix D of SEA Rule 15c3-1, which requires that all subordination loans
or notes collateralized by securities must be found acceptable by a member firm's DEA before they can
become effective. In addition to meeting the requirements of Appendix D, the Rule also requires that all
such subordinated agreements meet such standards as the Exchanges may require to ensure the continued
financial stability and operational capability of a member firm.

Rule 4110(e)(2) requires that, unless otherwise permitted by the Exchanges, each member firm whose
general partner enters into any secured or unsecured borrowing, the proceeds of which will be contributed
to the capital of the firm, must, in order for the proceeds to qualify as capital acceptable for inclusion in
computation of the firm's net capital, submit a signed copy of the loan agreement to the Exchanges for
approval.

Unlike the old Rules, an opinion of counsel is no longer required as a matter of course for such transactions.
In addition, unlike old Rule 420(c), the new Rules do not require that all borrowers sign an acknowledgement
where the proceeds of a loan were to be contributed to the member firm's capital.
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B. Rule 4120 (Regulatory Notification and Business Curtailment)

NYSE and NYSE Amex replaced Rules and Rule Interpretations 325(a), (b)(1), (b)(3), (c), 325(c)(1)/01 and

326(a)-(d), 326.10-.12 with new Rule 4120. 6 

1. Regulatory Notification

New Rule 4120(a) is based on old Rule 325(b), requiring a carrying or clearing member firm to, as soon
as possible but no later than 24 hours, notify the Exchanges when certain specified financial triggers are
reached.

2. Restrictions on Business Expansion

New Rule 4120(b), which is based in part on old Rule 326(a) and NASD Rule 3130(c), addresses
circumstances under which a member firm would be prohibited from expanding its business. The new Rule
4120(b) is substantially the same as the old Rule, subject to a few distinctions.

To begin with both old Rule 326.10 and new Rule 4120(b)(3) contain similar definitions of what constitutes an

“expansion of business”. 7 

In addition, like old Rule 326(a), new Rule 4120(b)(1), which is self-operative, requires a carrying or clearing
member firm, unless otherwise permitted by the Exchanges, to refrain from expanding its business during
any period in which any of the conditions described in Rule 4120(a)(1) continue to exist for the specified time
period. However, 4120(b)(1) requires written Exchange approval whereas the old Rule only required notice.

Unlike the self-operative nature of paragraph (b)(1), Rule 4120(b)(2) authorizes the Exchanges, for any
financial or operational reason, to restrict the ability of any member firm, and not just carrying or clearing
firms, to expand its business. Rule 4120.01 provides some examples of when such action might be taken by
the Exchanges.

Rule 4120(b) requires the Exchanges to provide notice to a member firm when taking action under this
Rule: for FINRA member firms, notice is provided in accordance with FINRA Rule 9557, and for non-FINRA
member firms, notice is provided in accordance with Rule 475.

3. Reduction of Business

New Rule 4120(c), which is based in part on old Rule 326(b) and NASD Rule 3130(d), addresses
circumstances under which a member firm would be required to reduce its business. The new Rule 4120(c) is
substantially the same as the old Rule, subject to a few distinctions.

To begin with both old Rule 326.11 and new Rule 4120(c)(3) contain similar definitions of what constitutes a
“business reduction”.

In addition, like old Rule 326(b), new Rule 4120(c)(1), which is self-operative, requires a carrying or clearing
member firm, unless otherwise permitted by the Exchanges, to reduce its business to enable its available
capital to exceed the standards set forth in Rule 4120(a)(1) when any of the enumerated conditions continue
to exist for the specified time period. Like Rule 4120(b)(1), paragraph (c)(1) requires written Exchange
approval whereas the old Rule only required notice.

Unlike the self-operative nature of paragraph (c)(1), Rule 4120(c)(2) authorizes the Exchanges, for any
financial or operational reason, to require any member firm, and not just carrying or clearing firms, to reduce
its business. Rule 4120.01 provides some examples of when such action might be taken by the Exchanges.

Rule 4120(c) requires the Exchanges to provide notice to a member firm when taking action under this
Rule: for FINRA member firms, notice is provided in accordance with FINRA Rule 9557, and for non-FINRA
member firms, notice is provided in accordance with Rule 475.

* * *
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Finally, as with old Rule 326.12, new Rule 4120.02 applies the prescriptions of Rule 4120 to correspondent
firms.

C. Rule 4130 (Regulation of Activities of Section 15C Member Organizations Experiencing Financial and/or
Operational Difficulties)

New Rule 4130 is substantially identical to NASD Rule 3131, and applies only to member firms that are

DEA'd to FINRA and are subject to the Treasury Department's liquid capital requirements. 8 

D. Rule 4140 (Audit)

NYSE and NYSE Amex replaced Rule 418, 418.10 - 418.20 with new Rule 4140. 9 

Under Rule 4140, which incorporates old Rule 418, as well as NASD Rule 3130 and NASD IM-3130, the
Exchanges may request an audit or an “agreed-upon procedures” review under certain circumstances. Unlike
old Rule 418.12, which imposed a late fee of $200 per day for each day that a requested report was not
timely filed, the new Rule imposes a late fee of $100 per day, up to a maximum of 10 business days. This
brings the Rule in line with the FINRA By-laws governing late reporting.

E. Rule 4521 (Notifications, Questionnaires and Reports)

NYSE and NYSE Amex replaced Rules and Rule Interpretations 325(b)(2)-(b)(3), 416.20, 416/01, 418.25 and

421 with new Rule 4521. 10 

New Rule 4521, which is substantially the same as old Rules 325(b)(2), 416 and 421(2), as well as NASD
Rule 3150 and NASD IM-3130, addresses the Exchanges' authority to request certain information from
member firms to carry out its surveillance and examination responsibilities.

Rule 4521(a) provides that each carrying or clearing member firm must submit to the Exchanges such
financial and operational information regarding the firm, or any of its correspondents, as deemed essential for
the protection of investors and the public interest.

Rule 4521(b) requires every member firm approved by the SEC pursuant to SEA Rule 15c3-1 to use the
alternative method of computing net capital under that rule to file such supplemental and alternative reports
as may be prescribed by the Exchanges from time to time.

Rule 4521(c) requires each carrying or clearing member firm to notify the Exchanges in writing no more than
48 hours after its tentative net capital, as computed pursuant to SEA Rule 15c3-1, has declined 20 percent or
more from the amount reported in its most recent FOCUS Report or, if later, the most recent such notification
filed with the Exchanges.

Rule 4521(d) requires that, unless otherwise permitted by the Exchanges in writing, member firms carrying
margin accounts for customers must submit, on a settlement date basis: (1) the total of all debit balances in
securities margin accounts; and (2) the total of all free credit balances contained in cash or margin accounts.

Finally, Rule 4521(e) provides that a late fee of $100 may be imposed for each day that any report,
notification or information a member firm is required to file pursuant to Rule 4521 is not timely filed, up to a
maximum of 10 business days.

F. FINRA Rules 9557 (Procedures for Regulating Activities Under Rules 4110, 4120 and 4130 Regarding a Member
Experiencing Financial or Operational Difficulties) and 9559 (Hearing Procedures for Expedited Proceedings
Under the Rule 9550 Series)

The Exchanges currently rely on Rule 475 to take summary action against a non-FINRA member firm that is
facing financial or operational difficulties. Rule 475 provides certain due process considerations to such firms,
including notice and an opportunity to be heard.
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Similar to Rule 475, FINRA Rules 9557 and 9559 provide the Exchanges with the ability to take summary
action against a member firm that is also a FINRA member and that is under financial or operational duress.

The procedures in FINRA Rules 9557 and 9559 are substantially the same as those in Rule 475. 11 

IV. Staff Contacts

Questions concerning these rule changes may be addressed to the following:

Clare Saperstein, Managing Director, NYSE Regulation Inc., at (212) 656-2355; Jason Harman,
Consultant, NYSE Regulation Inc., at (212) 656-2661.

Questions concerning the applicability of these rules to your member firm may be addressed to your FINRA
Regulatory Coordinator.

___________________________

NYSE Regulation Inc.

___________________________

NYSE Regulation, Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  These rule changes are operative as of February 8, 2010. See Securities Exchange Act Release
Nos. 61556 (February 22, 2010), 75 FR 9468 (March 2, 2010) (SR-NYSEAmex-2010-13) and 61557
(February 22, 2010), 75 FR 9472 (March 2, 2010) (SR-NYSE-2010-10). The NYSE deleted certain
NYSE Rule Interpretations as part of the rule changes described in this Info Memo. NYSE Amex did
not adopt a corresponding version of the NYSE Rule Interpretations and so those rule changes are not
applicable to the NYSE Amex Equities Rules.

2  See Securities Exchange Act Release Nos. 60933 (November 4, 2009), 74 FR 58334 (November 12,
2009) (order approving SR-FINRA-2008-067); 61408 (January 22, 2010), 75 FR 4596 (January 28,
2010) (SR-FINRA-2010-004) and 61513 (February 12, 2010), 75 FR 7532 (February 19, 2010) (SR-
FINRA-2010-008). See also FINRA Regulatory Notices 09-71 (December 7, 2009) and 10-08 (February
10, 2010).

3  For example, some of the new Rules do not apply to introducing firms or to certain firms with limited
business models, e.g. firms that engage exclusively in subscription-basis mutual fund transactions, direct
participation programs, or mergers and acquisitions. See FINRA Regulatory Notices 09-71 (December 7,
2009) and 10-08 (February 10, 2010).

4  Member firms are advised that, while the Financial Responsibility Rules and the discussion in this
Info Memo refer to the "Exchange" or "Exchanges", in most if not all instances FINRA will be acting in
the Exchanges' capacity under the Rules, either as the Designated Examining Authority ("DEA") for
particular member firms or on behalf of the Exchanges pursuant to a 17d-2 Agreement or Regulatory
Services Agreement, as warranted.

5  See Securities Exchange Act Release Nos. 61556 (February 22, 2010), 75 FR 9468 (March 2, 2010)
and 61557 (February 22, 2010), 75 FR 9472 (March 2, 2010). The NYSE also deleted references to
NYSE Rules 313.14 (A-B-C agreements) and 313.18 (Sole board member provision) as part of its clean-
up of NYSE Rule 313. The NYSE Amex Equities Rules did not have those references.
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6  See Securities Exchange Act Release Nos. 61556 (February 22, 2010), 75 FR 9468 (March 2, 2010)
and 61557 (February 22, 2010), 75 FR 9472 (March 2, 2010).

7  In particular, Rule 4120(b)(3)(C) addresses certain types of market making and proprietary trading
that were previously addressed in old Rule 325(c) and Rule 4120(b)(3)(G) deals with loans, advances,
guarantees and the like that were previously dealt with in old Rule 326(c). See Securities Exchange Act
Release Nos. 61556 (February 22, 2010), 75 FR 9468 (March 2, 2010) and 61557 (February 22, 2010),
75 FR 9472 (March 2, 2010).

8  See Securities Exchange Act Release Nos. 61556 (February 22, 2010), 75 FR 9468 (March 2, 2010)
and 61557 (February 22, 2010), 75 FR 9472 (March 2, 2010).

9  See Securities Exchange Act Release Nos. 61556 (February 22, 2010), 75 FR 9468 (March 2, 2010)
and 61557 (February 22, 2010), 75 FR 9472 (March 2, 2010).

10  See Securities Exchange Act Release Nos. 61556 (February 22, 2010), 75 FR 9468 (March 2, 2010)
and 61557 (February 22, 2010), 75 FR 9472 (March 2, 2010). The NYSE also deleted references to
NYSE Rules 421.20 (Underwritings) and 421.50 (Fail "Contracts") as part of its clean-up of NYSE Rule
421. The NYSE Amex Equities Rules did not have those references.

11  See Securities Exchange Act Release Nos. 60933 (November 4, 2009), 74 FR 58334 (November 12,
2009) (order approving SR-FINRA-2008-067). See also FINRA Regulatory Notice 09-71 (December 7,
2009).
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February 26, 2010

   ATTENTION: CHIEF EXECUTIVE OFFICER, CHIEF OPERATIONS OFFICER, LEGAL AND
COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENT TO NYSE & NYSE AMEX EQUITIES RULES 123C (“Market On The Close
Policy And Expiration Procedures”), 13 (“Definition of Orders”) AND 15 (“Pre-Opening Indications”) -
MODIFICATION OF CLOSING PROCESS PROCEDURES

I. Purpose

The purpose of this Information Memo is to advise members and member organizations that effective March
1, 2010, New York Stock Exchange, LLC (“NYSE”) and NYSE Amex LLC (“NYSE Amex”) (collectively herein
the “Exchanges”) will modify their closing procedures pursuant to an amendment of NYSE and NYSE Amex
Equities Rules 123C. Conforming amendments were also made to NYSE and NYSE Amex Equities Rules
13 and Rules 15. These modifications to the closing procedures and the corresponding rule amendments
contain significant changes to the way in which the close of trading is handled on the exchanges. Accordingly,
members and member organizations should carefully review this memorandum to ensure that they will be in
full compliance with the changes when they go into effect on March 1, 2010.

II. Background - Closing Procedures Prior to Current Amendments.

This section contains a description of the current pre-amendment NYSE and NYSE Amex Equities Rules
123C procedures for the entry and execution of market-at-the-close (MOC) and limit-at-the-close (LOC)
orders and the determination of the closing print(s) to be reported to the Consolidated Tape for each security
at the close of trading.

Prior to the amendments described herein, all MOC/LOC orders were required to be entered by 3:40 p.m.,
unless entered to offset a published imbalance on either side of the market or if a regulatory halt is in effect at
3:40 p.m. Further, between 3:40 p.m. and 3:50 p.m., MOC/LOC orders were irrevocable, except to correct a
legitimate error, or when a regulatory trading halt was in effect at or after 3:40 p.m. After 3:50 p.m. MOC/LOC
orders cannot be cancelled or reduced for any reason except those provided for in NYSE and NYSE Amex
Equities Rule 123C(8)(a) which governs an extreme order imbalance at or near the close.

At 3:40 p.m., the Designated Market Maker (“DMM”) was required to publish imbalance information in
any security where the order imbalance of buy MOC and marketable LOC buy orders and sell MOC and
marketable LOC sell orders is 50,000 shares or more on the NYSE and 25,000 shares or more on NYSE
Amex. If at 3:40 p.m., there exists any other significant imbalance (i.e., an imbalance of less than 50,000
shares (NYSE)/25,000 shares (NYSE Amex)) that is significantly greater than the average daily volume in
the stock, the DMM may publish an imbalance after obtaining Floor Official Approval. The DMM must update
these imbalance publications as soon as practicable after 3:50 p.m.

Additionally, under the Rule prior to these amendments, an Informational Imbalance of any size may also be
published between 3:00 and 3:40 p.m. with the approval of a Floor Official. If such an Informational Imbalance
is published, as soon as possible after 3:40 p.m., the DMM must either update the Informational Imbalance
with an imbalance publication for 50,000(NYSE)/25,000(NYSE Amex) shares or more, or any other significant
imbalance. If there is neither a significant imbalance nor one of 50,000(NYSE)/25,000(NYSE Amex) shares
or more, a “no imbalance” notice must be published. If an imbalance or “no imbalance” notice is published at
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3:40 p.m., a significant imbalance or one of 50,000(NYSE)/25,000(NYSE Amex) shares or more (or, in their
absence, a “no imbalance” notice) must be published as soon as possible after 3:50 p.m.

In addition to publications described above, NYSE and NYSE Amex Equities Rule 123C(6) permit the
Exchanges to disseminate a data feed of real-time order imbalance information that accumulates prior to
the close of trading on the Exchanges (“Order Imbalance Information”). Order Imbalance Information is
disseminated every fifteen seconds between 3:40 p.m. and 3:50 p.m.; thereafter, it is disseminated every five
seconds between 3:50 p.m. and 4:00 p.m.

NYSE and NYSE Amex Equities Rules 123C prior to the amendments described herein, further prescribe the
Expiration Friday Auxiliary Procedures for the Opening. Those provisions of the rule govern the time of entry
and the marking of orders related to expiring index contracts.

III. New - Amendments to NYSE and NYSE Amex Equities Rules 123C, 13 and 15

The Exchanges have amended and renamed NYSE and NYSE Amex Equities Rules 123C and they are
now entitled “The Closing Procedures”. The Exchanges further deleted the “At the Close” order type from
NYSE and NYSE Amex Equities Rules 13 and replaced it with the specific definition of MOC/LOC orders. The
definitions of MOC/LOC orders were deleted from NYSE and NYSE Amex Equities Rules 123C.

The new Closing Procedures are effective March 1, 2010 and will be implemented Floor-wide on that date.
They incorporate a new order type pursuant to NYSE and NYSE Amex Equities Rules 13. The new Closing
Offset (“CO”) order will provide market participants an additional method to offset any imbalance that exists at
the closing trade. Although not guaranteed to participate in the closing transaction, the CO order is eligible for
execution in the closing transaction when there is an imbalance of orders to be executed on the opposite side
of the market from the CO order and there is no other interest remaining to trade at the closing price on the
same side of the CO order.

Unlike MOC/LOC orders, CO orders may be entered on either side of the market, at anytime prior to the
close. Restrictions on canceling CO orders are the same as those for MOC/LOC orders. CO orders are not
included in the calculation of the Mandatory MOC/LOC Imbalance or the Informational Imbalance (now 3:00
- 3:45 pm) and cannot swing an imbalance to the opposite side of the market. CO orders will be executed
only up to the amount needed to offset the remaining imbalance at a closing price where all other interest has
been filled. CO orders are executed based on time priority of receipt in the Exchanges' systems of all same
side CO orders in that symbol.

Pursuant to the Closing Procedures, all MOC/LOC orders must now be entered electronically by 3:45
p.m., unless entered to offset a published imbalance. A single Mandatory MOC/LOC Imbalance Publication
(“Mandatory Imbalance Publication”) is required as soon as practicable after 3:45 p.m. where there is an
imbalance equal to or greater than 50,000 shares (NYSE)/25,000 shares (NYSE Amex). Pursuant to the
provisions of Rule 123C(5)(a), a DMM may also publish a Mandatory Imbalance Publication with prior Floor
Official or qualified NYSE Euronext employee as defined in NYSE Rule 46.10 approval as soon as practicable
after 3:45 p.m., if there exists an imbalance that otherwise constitutes a significant imbalance, such as an
imbalance of less than 50,000 shares (NYSE)/25,000 shares (NYSE Amex) in any security where such
imbalance is significant in relation to the average daily trading volume in the security.

The new Closing Procedures further permit the cancellation or reduction of MOC/LOC and CO orders only for

legitimate errors between 3:45 p.m. and 3:58 p.m. 1   After 3:58 p.m., cancellations or reductions in the size of
MOC/LOC and CO orders, even in the event of legitimate error, will not be permitted, except pursuant to Rule
123C(9)(a)(2). A legitimate error pursuant to new NYSE and NYSE Amex Equities Rule 123C(1)(c) is an error
in any term of an MOC or LOC order, such as price, number of shares, side of the transaction (buy or sell) or
identification of the security.

The Exchanges will continue to publish the Order Imbalance Information data feed which will now commence
at 3:45 p.m. and be disseminated approximately every five seconds until 4:00 p.m. The modified Order
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Imbalance Information data feed is compiled using the following: (i) reference price; (ii) MOC/LOC imbalance
and the side of the market; (iii) d-Quotes and all other e-Quotes containing pegging instructions eligible to

participate in the closing; 2   (iv) MOC/LOC paired quantity at reference price; (v) CO orders on the opposite

side 3   of the imbalance and (vi) at-priced LOC interest eligible to offset the imbalance.

In addition, the new Order Imbalance Information data feed will include two new data fields that provide
subscribers with a snapshot of the prices at which interest eligible to participate in the closing transaction
would be executed in full against contra interest at the time the data feed is disseminated. The two new data
fields will show (i) the price at which closing-only interest (i.e., MOC orders, marketable LOC orders, and
CO orders on the opposite side of the imbalance) may be executed in full, and (ii) the price at which all orders
eligible to trade on the close would execute against orders in the Display Book (e.g., limit orders, including
Floor broker interest (e-quotes) and DMM interest (s-quotes), the full quantity of Minimum Display Reserve
Orders, d-Quotes and pegging e-Quotes, and Stop orders).

Similarly, NYSE & NYSE Amex Equities Rules 15 have been amended to conform the pre-opening Order
Imbalance Information data feed to provide market participants with more information prior to the opening
transaction, by including the price at which all interest eligible to participate in the opening transaction may be
executed in full.

Pursuant to new NYSE and NYSE Amex Equities Rules 123C(f), a “trading halt” has the same meaning as
that term is defined in NYSE and NYSE Amex Equities Rules 123D (“Trading Halt”). Where a Trading Halt
is in effect at 3:45 p.m., a Mandatory MOC/LOC Imbalance will be published as close to the resumption of

trading as possible if the Trading Halt is lifted prior to the close of trading. 4   In this event, MOC/LOC orders
may be entered to offset the published imbalance. If a Trading Halt is not lifted before the close of trading,
the entry of MOC/LOC interest, including offsetting interest, is prohibited. If a Trading Halt occurs in a security
after a Mandatory Imbalance Publication (i.e., after 3:45 p.m.), MOC/LOC orders may be entered to offset
the published imbalance. Where a Trading Halt occurs after 3:45 p.m. and there is no Mandatory MOC/LOC
Imbalance in the security, the entry of MOC/LOC interest will not be allowed. Note that under amended NYSE
and NYSE Amex Rule123C, no special provisions apply to the cancellation of MOC/LOC and CO orders
with respect to whether a Trading Halt is in place. The cancellation of MOC/LOC and CO orders is governed
by NYSE and NYSE Amex Rules 123C(3) and 123C(9)(a)(2) (“Extreme Order Imbalances at or Near the
Close”).

Finally, new NYSE and NYSE Amex Rule 123C(7) list all the interest that must be executed or cancelled
as part of the closing transaction and the hierarchy of the interest that may be used to offset the closing
imbalance.

IV. New - Elimination of Expiration Friday Auxiliary Procedures for Opening

The Exchanges rescinded the provisions governing “Expiration Friday Auxiliary Procedures for Opening,”
because Exchange systems allow the DMM to accommodate for fluctuation in volume, thus rendering the
provisions of this section unnecessary. Moreover, the order marking provisions were an accommodation to
member organizations. Today, all Exchange member organizations are capable of affixing appropriate order
designations rendering these provisions unwarranted.

In addition, the “Due Diligence Requirements” were deleted from NYSE and NYSE Amex Equities Rules
123C since they are duplicative provisions that are codified in NYSE and NYSE Amex Equities Rule 405.
Members and member organizations are advised that they are still responsible for compliance with the
provisions of NYSE and NYSE Amex Equities Rule 405.

V. Staff Contacts

Operations questions concerning this memorandum may be addressed to the following:
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Paul Bauccio, Senior Vice President, NYSE Operations, at (212) 656-2929

Robert Airo, Senior Vice President, NYSE Operations, at (212) 656-5663

Regulatory questions concerning this memorandum may be addressed to the following:

Deanna G.W. Logan, Managing Director, NYSE Regulation, at (212) 656-2389

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
Booth in the Garage. Questions that are not time sensitive may also be submitted to Ask Market Surveillance.
If you or your member organization are not already a subscriber to the Ask Market Surveillance system,
please refer to Member Education Bulletin 2006-3 (January 30, 2006) for more information.

______________________________

NYSE Regulation, Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  On Monday, March 9, 2009, the Exchange introduced system functionality to (i) allow the entry of MOC/
LOC interest after 3:40 p.m. to offset published MOC/LOC imbalances that have been published to
the Tape pursuant to Rule 123C(5), and (ii) block the entry of all MOC/LOC orders that would join the
same side of a published MOC/LOC imbalance. This functionality also blocks entry of MOC/LOC orders
after 3:40 p.m. in securities for which no regulatory imbalance has been published. Additionally, the
functionality rejects cancellation requests after 3:50 p.m. for all previously entered MOC/LOC orders. As
of March 1, 2010, these times will be changed to 3:45 and 3:58 p.m., respectively to conform with the
amendments described in this memorandum. See also Information Memo 09-12.

2  These order types are included in the data feed compilation at their maximum range of discretion
beginning at 3:55 p.m. or 10 minutes before a scheduled early close.

3  In the case of a buy imbalance, CO orders to sell at a price equal to or lower than the reference price are
to be included in the imbalance. In the case of a sell imbalance, CO orders to buy at a price equal to or
higher than the reference price are to be included in the imbalance.

4  In such an instance, the DMM in the assigned security is responsible for the manual dissemination of the
Mandatory Imbalance Publication for that security.
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February 26, 2010

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, OPERATIONS, TECHNOLOGY,
COMPLIANCE AND LEGAL DEPARTMENTS

TO: ALL NYSE AND NYSE AMEX EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: UPDATED ORDER TRACKING SYSTEM TECHNICAL SPECIFICATIONS FOR EXCHANGE
RULES 132B AND 132C

I. Purpose

The purpose of this Information Memorandum is to notify all members and member organizations of the
availability of updated Order Tracking System (“OTS”) technical specifications, which must be adopted for
firms to meet the order tracking and reporting requirements of NYSE/NYSE Amex Rules 132B and 132C.

II. Background

NYSE and NYSE Amex Rules 132B and 132C require members and member organizations to electronically
record and retain certain order and order handling information for Exchange-listed securities. Further, upon
the request of NYSE Regulation, members and member organizations must submit specified order data in an
electronic format that complies with published Order Tracking System Specifications.

III. Updated OTS Specifications to Accommodate Closing Offset Orders

On March 1, 2010, the NYSE will introduce a new Closing Offset (“CO”) order that is eligible to participate in
the closing trade on the opposite side of any imbalance under certain circumstances. The CO order is a day
limit order to buy or sell and will be accepted up until 4:00 p.m., regardless of whether there is an imbalance
on the opposite side of market from the CO order. NYSE Regulation has instituted corresponding changes
reflecting the new order type in the updated OTS technical specifications.

The updated technical specifications for the Order Tracking System are available for review and
implementation at http://www.nyse.com/techspecs.

To ensure compliance with NYSE and NYSE Amex Rules 132B and 132C, members and member
organizations must make the necessary changes to their systems to comply with the order tracking
requirements.

IV. Staff Contacts

If you have any additional questions pertaining to the new OTS technical specifications reporting
requirements contact Nick Maslavets, Managing Director, at (212) 656-4415.

For technical assistance with reporting, please contact Scott Menkes, Managing Director in Regulatory
Systems, at smenkes@nyx.com.

______________________________

NYSE Regulation, Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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February 18, 2010

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: NYSE AND NYSE AMEX EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: HARMONIZATION OF NYSE AND NYSE AMEX EQUITIES RULES 312(f), 321.24, 352(a)-(d)
AND 445 WITH FINRA RULES 2150, 2262, 2269 AND 3310

I. Purpose

The purpose of this Information Memo is to inform New York Stock Exchange, LLC (“NYSE”) and NYSE
Amex LLC (“NYSE Amex,” together with NYSE, the “Exchanges”) members and member organizations of
the following equities rule changes recently approved by the Securities and Exchange Commission (the
“Commission”):

• Disclosure of Control Relationship With Issuer or of Participation or Interest in Primary or Secondary

Distribution (Rules 312(f) and 321.24 replaced with new Rules 2262 and 2269); 1 
• Improper Use of Customers' Securities or Funds; Prohibition Against Guarantees and Sharing in

Accounts (Rule 352(a)-(d) replaced with new Rule 2150); 2   and
• Anti-Money Laundering Compliance Program (Rule 445 replaced with Rule 3310). 3 

II. Overview of Rule Changes

In order to reduce regulatory duplication and to provide for less burdensome and more efficient compliance
with member firm conduct rules and requirements, the Exchanges amended Rules 312(f), 321.24, 352(a)-(d)
and 445 to harmonize their Rules with changes to corresponding rules recently filed by the Financial Industry

Regulatory Authority, Inc. (“FINRA”) and approved by the Commission. 4 

To more readily identify those NYSE and NYSE Amex Equities Rules that have been harmonized with
FINRA Rules, the Exchanges have adopted the same numbering for their new Rules as FINRA uses in the
Consolidated FINRA Rulebook. Rules 312(f) and 321.24 have been replaced with new Rules 2262 and 2269,
which correspond to FINRA Rules 2262 and 2269. Rule 352(a)-(d) has been replaced with Rule 2150, which
corresponds to FINRA Rule 2150. Rule 445 has been replaced with new Rule 3310, which corresponds to
FINRA Rule 3310.

The rule changes adopting Rules 2150, 2262 and 2269 are operative as of December 14, 2009, and the rule
changes adopting Rule 3310 are operative as of January 1, 2010. These are the same operative dates as
FINRA's corresponding rule changes. For more details concerning these new Rules, see FINRA Regulatory
Notice 09-60 (October 15, 2009).

III. Description of Rule Changes

A. Disclosure of Control Relationships With Issuers or Interest in Distributions

NYSE and NYSE Amex replaced Rules 312(f) (Changes Within Member Organizations) and 321.24
(Formation or Acquisition of Subsidiaries) with new Rules 2262 (Disclosure of Control Relationship With

Issuer) and 2269 (Disclosure of Participation or Interest in Primary or Secondary Distribution). 5 
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Similar to old Rules 312(f) and 321.24, new Rules 2262 and 2269 require member firms to disclose in writing
(i) any control relationship they have with the issuer of a security, or (ii) any interest or participation in the
distribution of a security. Under the old Rules, the obligation to disclose such relationships or interest was
triggered upon the making of a recommendation to, or upon entering into a transaction with or on behalf of,
a customer regarding the security at issue. However, new Rules 2262 and 2269 only require disclosure at or
prior to completion of a transaction with or on behalf of a customer. In addition, new Rule 2269 broadens the
requirement of old rule 321.24 to require disclosure of interest or participation in any securities distribution

and not just one involving a member firm's subsidiary. 6 

B. Prohibition Against Guarantees and Sharing in Accounts

NYSE and NYSE Amex replaced Rule 352(a)-(d) (Guarantees, Sharing in Accounts and Loan Arrangements)
with new Rule 2150 (Improper Use of Customers' Securities or Funds; Prohibition Against Guarantees and

Sharing in Accounts). 7 

New Rule 2150 is substantially the same as old Rule 352(a) - (d), subject to a few key distinctions. Like the
old Rule, new Rule 2150 prohibits member firms and associated persons from making improper use of a
customer's securities or funds and also from guaranteeing a customer against loss in connection with any
securities transaction or account. Similarly, new Rule 2150 also prohibits, subject to certain exceptions,
member firms from sharing in the profit or loss in a customer account.

Unlike old Rule 352, however, new Rule 2150(c) contains a new requirement for member firms to obtain
written authorization from customers prior to entering into an arrangement to share in the profit or loss in a
customer account. Like old Rule 352, new Rule 2150 permits firms to reimburse a customer for losses arising
out of a bona fide error; however, new Rule 2150.02 prohibits “associated persons” from entering into any

such arrangements out of concern that any such payment could be used to conceal individual misconduct. 8 

C. Anti-Money Laundering Compliance Program

NYSE and NYSE Amex replaced Rule 445 (Anti-Money Laundering Compliance Program) with new Rule

3310 (same title). 9 

New Rule 3310 is substantially the same as old Rule 445, requiring each member firm to develop and
implement an Anti-Money Laundering (“AML”) compliance program and specifying certain minimum
requirements for the program. There is a key distinction, however, regarding who a firm may designate to
oversee its AML compliance program. Old Rule 445(4) required that the head of a firm's AML compliance
program be employed by either (i) the firm directly, or (ii) subject to prior Exchange approval, by an entity that
shares a control relationship with the firm. In contrast, new Rule 3310 requires that the head of a firm's AML
compliance program must be an “associated person” of the firm and there is no longer any requirement for

Exchange approval. 10 

In addition, similar to old Rule 445, new Rule 3310 requires firms to update information about their designated
AML compliance person as needed. However, new Rule 3310 follows a dual-reporting structure: firms that
are dual Exchange-FINRA members are required to provide updated information in the manner prescribed by
NASD Rule 1160, and NYSE- and/or NYSE Amex- only member firms must do so in accordance with Rule
416A.

IV. Staff Contacts

Questions concerning these rule changes may be addressed to the following:

Clare Saperstein, Managing Director, NYSE Regulation Inc., at (212) 656-2355; Jason Harman,
Consultant, NYSE Regulation Inc., at (212) 656-2661
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___________________________

NYSE Regulation, Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  These rule changes are operative as of December 14, 2009. See Securities Exchange Act Release
Nos. 61176 (December 16, 2009), 74 FR 68442 (December 24, 2009) (SR-NYSE-2009-125) and 61179
(December 16, 2009), 74 FR 68440 (December 24, 2009) (SR-NYSEAmex-2009-89).

2  These rule changes are operative as of December 14, 2009. See Securities Exchange Act Release Nos.
61157 (December 11, 2009), 74 FR 67939 (December 21, 2009) (SR-NYSEAmex-2009-88) and 61158
(December 11, 2009), 74 FR 67942 (December 21, 2009) (SR-NYSE-2009-123).

3  These rule changes are operative as of January 1, 2010. See Securities Exchange Act Release Nos.
61272 (December 31, 2009), 75 FR 1099 (January 8, 2010) (SR-NYSEAmex-2009-99) and 61273
(December 31, 2009), 75 FR 1091 (January 8 2010) (SR-NYSE-2009-134).

4  See Securities Exchange Act Release Nos. 60645 (September 10, 2009), 74 FR 47630 (September
16, 2009) (SR-FINRA-2009-039); 60659 (September 11, 2009), 74 FR 48117 (September 21, 2009)
(SR-FINRA-2009-044); 60701 (September 21, 2009), 74 FR 49425 (September 28, 2009) (SR-
FINRA-2009-014) See also FINRA Regulatory Notice 09-60 (October 15, 2009).

5  See Securities Exchange Act Release Nos. 61176 (December 16, 2009), 74 FR 68442 (December 24,
2009) (SR-NYSE-2009-125) and 61179 (December 16, 2009), 74 FR 68440 (December 24, 2009) (SR-
NYSEAmex-2009-89).

6  Old Rule 312(f)(3), which required a member firm that had outstanding publiclyheld securities to obtain
Exchange approval prior to purchasing any such securities for its own accounts, is addressed in a
separate set of rules related to member firm financial responsibility. See FINRA Regulatory Notice 09-71
(December 7, 2009). These rules will be harmonized in separate filings submitted by the Exchanges.

7  See Securities Exchange Act Release Nos. 61157 (December 11, 2009), 74 FR 67939 (December 21,
2009) (SR-NYSEAmex-2009-88) and 61158 (December 11, 2009), 74 FR 67942 (December 21, 2009)
(SR-NYSE-2009-123).

8  In conjunction with the rule harmonization process, the Exchanges adopted FINRA's definition of
“associated person” for the administration of Rule 2150. See Rule 2150.05. See also Article I (rr) of the
FINRA By-laws.

9  See Securities Exchange Act Release Nos. 61272 (December 31, 2009), 75 FR 1099 (January 8,
2010) (SR-NYSEAmex-2009-99) and 61273 (December 31, 2009), 75 FR 1091 (January 8 2010) (SR-
NYSE-2009-134).

10  In conjunction with the rule harmonization process, the Exchanges adopted FINRA's definition of
“associated person” for the administration of Rule 3310. See Rule 3310.03. See also Article I (rr) of the
FINRA By-laws.
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February 16, 2010

   TO: NYSE AND NYSE AMEX EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: THE GAP QUOTE POLICY AND USE OF THE GAP QUOTE TEMPLATE

I. Purpose

This Information Memo is to inform members and member organizations of upcoming changes, effective
February 17, 2010, to the NYSE and NYSE Amex Equities Gap Quote Policy and the appropriate use of the
Gap Quote Template in the Display Book.

The principal change to the Gap Quote Policy (the “Policy”) is a reduction in the minimum size and value
requirements for intraday imbalances. As of February 17, 2010, the minimum size of an imbalance for a
gap quote will be 5,000 shares of the security, OR a quantity of the security having a value of $100,000

or more. 1   Despite these minimum requirements, the appropriate conditions for gapping the quote in a
particular security may require a greater size or value.

In addition, due to changes to the Exchanges' trading systems, other technical changes are being made to
the Policy as described herein.

II. Background

The purpose of the Policy is to provide public notice of order imbalances for securities, facilitate price
discovery and minimize short-term price dislocation, by allowing for the entry of offsetting orders or the
cancellation of orders on the side of an imbalance.

An order imbalance may occur when the Exchange receives a sudden influx of orders for a particular security
on the same side of the market within a short time interval, or when one or more large-size orders for a
security are entered, and there is insufficient offsetting interest.

When an imbalance in a security exists, the Policy provides that the Designated Market Maker (“DMM”) for
the security should widen the spread between the bid and offer - a process known as “gapping the quote”.
The use of a gap quote signals the existence of the imbalance to the market in order to attract contra-side
liquidity and mitigate volatility. Gap quotes occur more frequently in securities that are illiquid or thinly traded
than in securities that are very liquid or heavily traded.

Because gap quotes are non-firm and autoquoting is disengaged during a gapped quotation, if a DMM does
not follow the Policy, as detailed below, he or she may be held to have failed to maintain a fair and orderly
market in accordance with, among others, NYSE and NYSE Amex Equities Rules 104(a) and 104(f), or failed
to observe high standards of commercial honor and just and equitable principles of trade under NYSE and
NYSE Amex Equities Rule 2010. Such a finding could subject the DMM and/or the DMM Unit to disciplinary
action by NYSE Regulation Inc.

III. Gapping the Quote

A. The Revised NYSE and NYSE Amex Equities Gap Quote Policy

Under the Policy, a gapped quotation consists of, on one side, a bid or offer for an amount representing
the size of the imbalance in the security, priced at the last sale; and, on the side of the market opposite
the imbalance, an offer or bid for one round-lot (usually 100 shares), priced where the DMM reasonably
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anticipates the stock would trade if no contra side interest developed and/or no cancellations occurred as
a result of the gapped quotation. The resulting quote, therefore, will show as either “100 × size”, for a sell
imbalance, or “size × 100”, for a buy imbalance.

To qualify for a gapped quotation, the size of the imbalance must be at least 5,000 shares or have a market
value of at least $100,000, and would cause a significant price dislocation at the time the quote is gapped.
If a gapped quote does not meet these parameters, it would not be considered consistent with the Policy. It
is important to note that the share amount and value requirements are minimum guidelines and not triggers:
depending on the trading characteristics of an individual stock, including its price, average daily trading
volume (“ADTV”) and its average volatility, a gapped quotation may not be appropriate every time a stock
crosses these thresholds. Rather, a gapped quotation may become appropriate only when the imbalance
amount or value reaches some greater size or value that is more consistent with a particular stock's trading
characteristics.

When a DMM has determined that a gapped quotation is appropriate, the DMM should adhere to the
following procedures as well as those relating to the proper use of the Display Book's Gap Quote Template
(see part C, below):

• When the imbalance arises from a Floor broker(s) representing significant marketable interest
that cannot be readily absorbed by the market, the DMM must, prior to publishing the gapped
quotation, honor the NYSE or NYSE Amex protected quotation on the side opposite the imbalance
by executing a portion of the imbalance amount against the amount displayed at the bid (for sell

imbalances) or offer (for buy imbalances). 2 

When the imbalance arises from a marketable order or orders received through Exchanges'
systems, the requirement to honor the protected bid or offer does not apply if the exposed quote
results from a Liquidity Replenishment Point (“LRP”) being reached through trading via these orders
and the exposed quote is nonfirm. In such instances, the trade that triggered the LRP will have
already interacted with the protected quote prior to the posting of a gap quote by the DMM, and the
Display Book will issue the applicable execution reports.

• The DMM should publish the gapped quotation using the Gap Quote Template as follows (see also
part C, below):

On the side of the imbalance, the bid or offer price, as applicable, will be the price of the
last sale. This price will be generated by the Display Book. The DMM must input a size of
at least 5,000 shares or a market value of at least $100,000, or the Display Book will reject
the input. When the imbalance results from an order or orders represented in person at
the point of sale, the DMM must record the badge number of the Floor broker representing
the imbalance. If the imbalance consists of more than one broker's interest, the DMM
must enter the badge number of the broker with the most significant interest. When the
imbalance is caused only by an influx of system orders (e.g. , e-Quotes, DOT orders),
the DMM must record “1” as the badge number. Note: the DMM should not enter the
badge number of the senior-level Floor Official (i.e., an Executive Floor Governor, Floor
Governor, Executive Floor Official, Senior Floor Official or Staff Governor) monitoring the
gapped quotation.
On the side opposite the imbalance, the DMM should show the possible extent of price
dislocation by bidding or offering 100 shares (one round-lot) at the price at which the DMM
reasonably anticipates the stock would trade if no contra-side interest developed and/or no
cancellations occurred as a result of the gapped quotation.
The DMM's pricing determination for the gapped quotation should, to the extent known,
take into account executable orders, e-Quotes and verbal interest in the Crowd (on the
side of the market opposite the imbalance) at prices better than the price of the 100-share
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bid or offer. If the imbalance interest is known to be limited as to price, the price on the
100-share side should not exceed that limit price.
At the time he or she publishes the gap quote, the price to which the quote is gapped
should be set such that it would likely result in a transaction of at least the minimum of
5,000 shares or $100,000 in value. When reviewing for compliance with the Policy, the
Exchanges will take into account if the imbalance or a portion thereof cancels after the gap
quote is published.

• Following publication, the DMM must contact a senior-level Floor Official as soon as possible. The
required Floor Official Approval Form documenting the consultation must be completed and filed
with the On Floor Surveillance Unit (“OFSU”) within a reasonable period of time after the intraday
imbalance has been resolved.

• Following the publication of the gap quote, the DMM should, where feasible or necessary due to
conditions in the security or in the market, attempt to contact known contra-side parties to solicit
participation to offset the imbalance. Brokers are expected to monitor conditions in securities where
they have interest or potential interest and should not rely on the DMM to contact them to advise of
intraday order imbalances.

• For the duration of the gapped quotation, the DMM must continue to permit the entry and
cancellation of orders in the Display Book. Although the DMM should attempt to obtain price
discovery using appropriate Display Book tools, DMMs are reminded that they should not leave any
Display Book templates open for an extended duration of time so as not to implicitly freeze the Book
and shut out interest. DMMs must balance the need for accurate price discovery with that of trying
to attract contra side interest and trade out of the gap quote as soon as possible. Failure to observe
this precaution could result in disciplinary action.

The gapped quotation should remain in place for a reasonable amount of time to permit interested parties
to respond to the order imbalance. What constitutes a “reasonable time” will be determined by the unique
circumstances of each gapped quotation situation. However, as a general guideline, gapped quotations
should be in place for at least 30 seconds, unless offsetting interest or cancellations are received earlier, and
generally should not last more than two minutes. DMMs should, in consultation with a Floor Official, consider
updating the initial gap quote within these time parameters if the price and size of the imbalance and the
particular security's trading characteristics, including its ADTV and volatility, warrant an additional publication
in order to attract sufficient offsetting interest.

As soon as the DMM receives offsetting interest or cancellations that would permit a trade within the stock's
normal trading characteristics, the DMM should trade out of the gap quote to return to a fast market.

It is important to note that gap quotes may not be initiated as a means to conduct the closing auction after
the market has closed, generally, 4:00 p.m. Instead, where there is a significant imbalance in a security at the
close of trading, members and member organizations should use the other procedures provided under NYSE
and NYSE Amex Equities rules when attempting to mitigate the imbalance. See, e.g., NYSE and NYSE
Equities Rule 123C(8).

Under the Policy, upon publishing a gap quote the DMM must do one of the following: (1) trade out of the
gap quote by executing contra side interest against the imbalance (allowing for any cancellations as outlined
above); or, (2) in consultation with a seniorlevel Floor Official, update the gap quote; or (3) in consultation
with a senior-level Floor Official, request an order imbalance trading halt in the security at issue. Such steps
must be taken consistent with a DMM's obligation to maintain a fair and orderly market and to observe high
standards of commercial honor and just and equitable principles of trace in accordance with NYSE and NYSE
Amex Equities Rules 104 and 2010.

Example 1

This example reflects the process for gapping the quote due to an influx of orders on the Floor:
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At 2:10 p.m., the market in XYZ is $26.45 bid for 2,000 shares, 5,000 shares offered at $26.50, Fast by
Fast, with the last sale at $26.47. Multiple Floor brokers at the point of sale then verbalize aggregate
interest totaling 25,000 shares to buy at the market. The DMM executes a portion of the buy order
imbalance against the 5,000 shares offered to honor the firm quote. 5,000 shares at $26.50 are
reported to the Consolidated Tape and the related Floor reports are issued. Using the Gap Quote
Template, the DMM then gaps the quote, making the market $26.50 bid for 20,000 shares, 100 shares
offered at $28.00, the price at which the DMM reasonably anticipates the stock would trade. The DMM
must enter the badge number of the Floor broker who is most responsible for the imbalance. After
consulting with a senior-level Floor Official, by 2:11 p.m. the DMM has received sufficient offsetting
interest and is able to trade out of the gap quote and return to a fast market. See part C, below, for an
illustration of the use of the Gap Quote Template.

Note that this gapped quotation meets all of the requirements of the Policy discussed above: (i) the bid
price is set to the last sale of $26.50; (ii) the size of the imbalance, which was reduced when the DMM
took the offer, is published as the bid size; (iii) the offer price indicates the possible extent of the impact
of the buy imbalance on the price of the stock; (iv) the offer size is shown as 100 shares to indicate
that there is insufficient interest on the sell side of the market; (v) there is senior-level Floor Official
consultation and it is documented accordingly; (vi) the Gap Quote Template is used properly, including
the entry of the Floor broker's badge number and (vii) it is within the time parameters of the Policy.

Example 2

If the influx of orders arrives as System orders, rather than as orders represented by Floor brokers,
the DMM would use the Gap Quote Template if the remaining imbalance is of sufficient size to be
consistent with the Policy. Under such circumstances, the process for gapping the quote is similar:

At 2:10 p.m., the market in XYZ is $26.45 bid for 2,000 shares, 5,000 shares offered at $26.50. The
Exchange receives a sudden influx of System orders to buy 25,000 shares at the market, which
sweeps the Book up from $26.50 to the next LRP at $26.75. The residual 15,000 shares are published
at the LRP bid price of $26.75, 1,000 shares offered at $26.78. Using the Gap Quote Template to
minimize short-term price dislocation caused by the residual imbalance on the buy-side, the DMM
then gaps the quote, making the market $26.75 bid for 15,000 shares, 100 shares offered at $28.00.
The DMM must enter badge number “1”. After consulting with a Floor Official, by 2:11 p.m. the DMM
has received sufficient offsetting interest and is able to trade out of the gap quote and return to a fast
market. See part C below.

As with the first example, this gapped quotation meets the requirements of the Policy.

B. Role of the Senior-Level Floor Official

As noted above, when publishing a gap quote, the DMM must consult with a seniorlevel Floor Official, who is
responsible for monitoring the gapped quotation. As a result of this consultation, the senior-level Floor Official
may determine (i) that a gapped quotation is no longer necessary because the DMM can execute the orders
immediately without undue price dislocation; (ii) to maintain the gap quote (but generally not for more than
two minutes); or (iii) to halt trading in the stock due to the size and extent of the imbalance. If the senior-level
Floor Official determines that trading in the stock should be halted, he or she should declare a non-regulatory

order imbalance halt in trading to address the imbalance rather than continue the gapped quotation. 3 

C. Display Book Support for Gapping the Quote

The Gap Quote Template in the Display Book (shown below) facilitates DMM compliance with the Gap Quote
Policy.

graphic
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In the example above, a Floor Broker represents an order to buy for 5,000 shares. When using the Gap
Quote Template, the DMM must enter the correct size or dollar value (i.e., 5,000 shares or more, or a value
of $100,000 or more), as well as the badge number of the Floor broker who is most responsible for the
imbalance. If the imbalance is the result of orders arriving through the System, the DMM should enter the
number '1' in the badge number field. Note: do not enter the badge number of the senior-level Floor Official
monitoring the gapped quotation.

If the DMM fails to enter the required data into the Template, the Display Book will prompt the DMM for the
necessary information (shown below).

graphic

D. Prohibited Use of the Gap Quote Template

As has been previously stated, the Gap Quote Template is to be used only when a DMM is gapping the quote
in conformity with the Policy described above. Use of the Gap Quote Template for other purposes, such as to
make the market slow to clean up a cross trade, or to manage trading immediately following the Opening or
immediately before the Closing trade, is not permitted. In addition, the DMM must not intentionally enter an
imbalance size or value that is greater than the actual size or value to cause the Display Book to allow a gap
quote when the minimums are not actually met. Misuse of the Gap Quote Template may result in violations
of NYSE and NYSE Amex Equities Rules 104(a), 104(f) and 2010, and may subject a Floor broker, the DMM
and/or the DMM Unit to disciplinary action by NYSE Regulation, Inc.

DMM Units must have adequate policies and procedures in place, including supervisory procedures, to
ensure appropriate use of the Gap Quote Template.

IV. Staff Contacts

Questions about the Policy or the use of the Gap Quote Template in Display Book may be addressed to:

Paul Bauccio, Senior Vice President, NYSE Operations, at (212) 656-2929; John Saxton, Director,
Member Trading, at (212) 656-2324.

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person.
Questions that are not time sensitive may also be submitted to Ask Market Surveillance. If you or your firm
are not already a subscriber to the Ask Market Surveillance system, please refer to Member Education
Bulletin 2006-3 (January 30, 2006) for more information.

___________________________

NYSE Regulation, Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  The current minimum size and value requirements of 10,000 shares or $200,000 in value will continue
to apply through February 16, 2010. See Information Memo 07-66 (July 5, 2007). Upon implementation
of the new requirements and the updated Policy on February 17, 2010, this Information Memo will
supersede and replace all prior guidance on the Policy, including Information Memos 04-27 and 07-66.

2  Note: as used in this Information Memorandum, the term "protected quotation" shall have the meaning
set forth in Rule 600(b) of Regulation NMS.
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3  The declaration of a halt and subsequent reopening are governed by NYSE and NYSE Amex Equities
Rule 123D.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

566

http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 10-7

Click to open document in a browser

January 27, 2010

   ATTENTION: CHIEF EXECUTIVE OFFICER, CHIEF OPERATIONS OFFICER, LEGAL AND
COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENT NYSE AND NYSE AMEX EQUITIES RULES 62 (“Variations”) - MINIMUM PRICE
VARIATION FOR ORDERS AND QUOTATIONS IN SECURITIES PRICED BELOW $1.

I. Purpose of this Information Memo

The purpose of this Information Memo is to advise members and member organizations that effective
February 1, 2010, New York Stock Exchange, LLC (“NYSE”) and NYSE Amex LLC (“NYSE Amex”)
(collectively herein the “Exchanges”) will quote, trade and route to other market centers bids and offers priced
below $1.00 that contain a subpenny component without first rounding the bids/offers pursuant to amended
NYSE and NYSE Amex Equities Rules 62 (“Variations”).

II. Background

Currently, the minimum price variation for bids and offers in equity securities on the Exchanges pursuant to
NYSE and NYSE Amex Equities Rules 62 Supplementary Material .10 is as follows:

 

Price of Order or Interest Minimum Price Variation
 

Less than $1.00 $.0001
 

$1.00 - 99,999.99 $.01
 

$100,000 and greater $.10
 

Furthermore, prior to the amendment described herein, pursuant to Supplementary Material .20 of the
same rules, when bids/offers were received on the Exchanges that contained a sub-penny component, the
Exchanges rounded the bid price down to the next round penny and rounded the offer price up to the next
round penny. The bids/offers were sent to the Exchanges trading systems and the Consolidated Quotation
System with the rounded price. The rounded prices assigned to the bids/offers were used for all order
handling purposes including routing and execution.

III. Amendments to NYSE and NYSE Amex Equities Rules 62

Pursuant to the approved amendment of NYSE and NYSE Amex Equities Rules 62, the Exchanges deleted
Supplementary Material .20 from NYSE and NYSE Amex Equities Rules 62 because Exchange technology
was modified to quote and execute bids/offers priced below $1.00 per share in sub-penny increments of
$0.0001. Effective February 1, 2010, the Exchange will progressively implement systemic changes on a
security by security basis to quote, trade and route to other market centers, as appropriate, bids/offers
priced below $1.00 that contain a sub-penny component without first rounding the bid/offer. During the
implementation, the Exchange will identify on its website which securities have been transitioned to the new
system.

IV. Staff Contacts

Operations questions concerning this memorandum may be addressed to the following:
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Paul Bauccio, Senior Vice President, Operations, at (212) 656-2929

Dennis Pallotta, Director, Operations, at (212) 656-5236.

Regulatory questions concerning this memorandum may be addressed to the following:

Deanna G.W. Logan, Managing Director, NYSE Regulation, at (212) 656-2389.

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
Booth in the Garage. Questions that are not time sensitive may also be submitted to Ask Market Surveillance.
If you or your member organization are not already a subscriber to the Ask Market Surveillance system,
please refer to Member Education Bulletin 2006-3 (January 30, 2006) for more information.

___________________________

NYSE Regulation, Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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January 11, 2010

   TO: ALL NYSE AND NYSE AMEX EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: DELAYED IMPLEMENTATION OF INFORMATION MEMO 10-03: THE GAP QUOTE POLICY
AND USE OF THE GAP QUOTE TEMPLATE

I. Purpose

On January 7, 2010, NYSE Regulation issued Information Memo 10-03, which described changes to the
NYSE and NYSE Amex Equities Gap Quote Policy (the “Policy”). Among other changes to the Policy, that
Information Memo provides that, as of January 11, 2010, the minimum size of an imbalance for a gap quote
will be 5,000 shares of the security (reduced from 10,000), OR a quantity of the security having a value of
$100,000 or more (reduced from $200,000).

The implementation of Information Memo 10-03 and the changes to the Policy contained therein has
been delayed until further notice. See also NYSE Trader Update Notice, issued January 11, 2010, at
9:38 a.m.

Please note that all requirements of the current Policy, including the minimum size and value
requirements of 10,000 shares or $200,000 in value, will continue to apply until further notice. See
Information Memo 07-66 (July 5, 2007).

II. Staff Contacts

Questions about the Policy or the use of the Gap Quote Template in Display Book may be addressed to:

Paul Bauccio, Senior Vice President, NYSE Operations, at (212) 656-2929; John Saxton, Director,
Member Trading, at (212) 656-2324.

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person.
Questions that are not time sensitive may also be submitted to Ask Market Surveillance. If you or your firm
are not already a subscriber to the Ask Market Surveillance system, please refer to Member Education
Bulletin 2006-3 (January 30, 2006) for more information.

___________________________

NYSE Regulation, Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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January 11, 2010

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Secure Electronic Communications

The purpose of this Information Memo is to advise members and member organizations (“members”)
that NYSE Regulation, Inc. (“NYSER”) is introducing a new system for the secure transmission of certain
electronic communications in order to ensure greater protection of certain confidential information.

Going forward, pursuant to NYSER's regulatory responsibilities, NYSER will send certain information and
document requests, such as those containing account numbers or other personal identification data, via a
secure web-based platform. Members will receive an e-mail notifying them of the existence of a pending
document request on the secure platform (the “notification e-mail”). The notification e-mail will contain a web
browser HTML link that will allow the user to view and download NYSER's request via a secure transmission
with a standard web browser.

Please note that the notification e-mail is not a secure transmission. Only communications made via
the web browser html link are secure. Any replies made from your e-mail account to the notification e-
mail will not be secure.

Members wishing to submit a secure electronic response should do so through either the HTML link
contained in NYSER's notification e-mail or their own secure email/ communication system.

First time users will be required to register their e-mail address and establish a login ID, pass phrase and
a password for the e-mail account to which the notification e-mail was sent. Once an e-mail account is
registered, notification e-mail recipients will be able to access secure electronic communications through
the web browser HTML link by entering their login and associated password at the log-in screen. Members
responding via a shared e-mail account must ensure that each individual with access to that account is
provided with the login ID, pass phrase and password associated with that email account.

Members will receive the following e-mail notifying the user of the pending regulatory request and instructing
the user to download the document via the “securedoc.html” that is attached to the e-mail, as directed in the
body of the secure envelope. (See Figure 1) Once the “securedoc.html” is downloaded to their computer,
users must launch the “securedoc.html” to access the document request.

Figure 1

First time users receiving the notification e-mail at this e-mail account must click on the “Register” button to
register the e-mail account. (See Figure 2) This will launch the registration window. (See Figure 3)

Figure 2

The registration window requires the user to register the first name and last name associated with the e-
mail address and select a password and pass phrase for the account. The user must enter the required
information and click “Register.”

Figure 3

Clicking “Register” will launch a new window, which will acknowledge that the user has registered the e-mail
account. The user will then be instructed to close the window. (See Figure 4)

Figure 4

Once the user closes the window in Figure 4, the user must go back to the notification e-mail and click the
“Refresh” button. (See Figure 5)
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Figure 5

After clicking the “Refresh” button, the user will be presented with the same window with a field to enter the
password created moments before. (See Figure 6) The user should enter the password and click on “Open.”

Figure 6

After entering the password and clicking “Open,” the user will be presented with the secure e-mail and any
attached documents. (See Figure 7)

Figure 7

Any member wishing to designate a specified contact person(s) for receiving notification e-mails must provide
NYSER with their names and e-mail addresses no later than ten business days from the issuance of this
Information Memo. All such designations must be e-mailed to John Kroog, Director at jkroog@nyx.com, or
Ryan Christine Hickey, Manager, at rhickey@nyx.com.

III. Staff Contacts

Questions regarding this matter should be directed to:

• Shameer Yashin, Managing Director Regulatory Technology, (212) 656-5642
• Sheila Rennert, Senior Counsel, Division of Market Surveillance, (212) 656-2771

___________________________

NYSE Regulation, Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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January 11, 2010

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: FEE RATE ADVISORY

I. Purpose

The purpose of this Information Memo is to advise member organizations that the Securities and Exchange
Commission (“SEC”) has announced changes to certain fees charged to registered broker-dealers and other
market participants pursuant to the Securities Act of 1933 (“Securities Act”) and the Securities Exchange Act
of 1934 (“Exchange Act”). The changes take effect on January 15, 2010.

II. Background

Under the Investor and Capital Markets Fee Relief Act, annual adjustments are made by the SEC to rates
that are paid under Section 6(b) of the Securities Act and Sections 13(e), 14(g), and 31 of the Exchange Act.

Pursuant to NYSE and NYSE Amex Equities Rule 440H (“Activity Assessment Fees”), the Exchanges offset
their Section 31 fee obligations by collecting “Activity Assessment Fees” from member organizations based
on securities transaction data reported by the Depository Trust & Clearing Corporation at a rate equal to that

prescribed under Section 31. 1 

III. Fee Adjustment

Pursuant to SEC Press Release No. 2009-270, dated December 17, 2009, all trades occurring on NYSE and
NYSE Amex Equities and settling on or after January 15, 2010, will be assessed at the new rate of $12.70 per
million dollars under Section 31. Until January 15, 2010, the current rate of $25.70 per million will remain in
effect.

Furthermore, the Section 31(d) security futures transactions assessment will remain at the current rate of
$0.0042 for each round turn transaction.

The SEC has stated in the Fee Rate Advisory #4 that it will announce the new fee rates for fiscal year 2011
no later than April 30, 2010.

IV. Staff and SEC Contacts for Further Information

Any further questions regarding the new fee rate for Section 31 may be directed to the SEC's
Office of Interpretation and Guidance in the Division of Trading and Markets at (202) 551-5777 or
tradingandmarkets@sec.gov. Questions on Rule 440H can be directed to Patrick Boyle at (212) 656-5280.
Additionally, you may contact your FINRA Regulatory Coordinator with any questions you may have
regarding this memo.

___________________________

NYSE Regulation, Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

572

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P10-4%2909013e2c85dd0875?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
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Footnotes

1  For additional information on Rule 440H and Transaction Fees, see NYSE Information Memos 04-42
(dated August 5, 2004), 05-36 (dated May 13, 2005), 05-48 (dated July 19, 2005), 05-92 (dated
December 6, 2005), 06-77 (dated November 3, 2006), 07-46 (dated May 21, 2007), 08-03 (dated
January 14, 2008), 08-16 (dated March 28, 2008), and 09-17 (dated April 2, 2009).
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January 7, 2010

   TO: ALL NYSE AND NYSE AMEX EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: THE GAP QUOTE POLICY AND USE OF THE GAP QUOTE TEMPLATE

I. Purpose

This Information Memo is to inform members and member organizations of upcoming changes, effective
January 11, 2010, to the NYSE and NYSE Amex Equities Gap Quote Policy and the appropriate use of the
Gap Quote Template in the Display Book.

The principal change to the Gap Quote Policy (the “Policy”) is a reduction in the minimum size and value
requirements for intraday imbalances. As of January 11, 2010, the minimum size of an imbalance for a
gap quote will be 5,000 shares of the security, OR a quantity of the security having a value of $100,000

or more. 1   Despite these minimum requirements, the appropriate conditions for gapping the quote in a
particular security may require a greater size or value.

In addition, due to changes to the Exchanges' trading systems, other technical changes are being made to
the Policy as described herein.

II. Background

The purpose of the Policy is to provide public notice of order imbalances for securities, facilitate price
discovery and minimize short-term price dislocation, by allowing for the entry of offsetting orders or the
cancellation of orders on the side of an imbalance.

An order imbalance may occur when the Exchange receives a sudden influx of orders for a particular security
on the same side of the market within a short time interval, or when one or more large-size orders for a
security are entered, and there is insufficient offsetting interest.

When an imbalance in a security exists, the Policy provides that the Designated Market Maker (“DMM”) for
the security should widen the spread between the bid and offer - a process known as “gapping the quote”.
The use of a gap quote signals the existence of the imbalance to the market in order to attract contra-side
liquidity and mitigate volatility. Gap quotes occur more frequently in securities that are illiquid or thinly traded
than in securities that are very liquid or heavily traded.

Because gap quotes are non-firm and autoquoting is disengaged during a gapped quotation, if a DMM does
not follow the Policy, as detailed below, he or she may be held to have failed to maintain a fair and orderly
market in accordance with, among others, NYSE and NYSE Amex Equities Rules 104(a) and 104(f), or failed
to observe high standards of commercial honor and just and equitable principles of trade under NYSE and
NYSE Amex Equities Rule 2010. Such a finding could subject the DMM and/or the DMM Unit to disciplinary
action by NYSE Regulation Inc.

III. Gapping the Quote

A. The Revised NYSE and NYSE Amex Equities Gap Quote Policy

Under the Policy, a gapped quotation consists of, on one side, a bid or offer for an amount representing
the size of the imbalance in the security, priced at the last sale; and, on the side of the market opposite
the imbalance, an offer or bid for one round-lot (usually 100 shares), priced where the DMM reasonably
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anticipates the stock would trade if no contra side interest developed and/or no cancellations occurred as
a result of the gapped quotation. The resulting quote, therefore, will show as either “100 × size”, for a sell
imbalance, or “size × 100”, for a buy imbalance.

To qualify for a gapped quotation, the size of the imbalance must be at least 5,000 shares or have a market
value of at least $100,000 , and would cause a significant price dislocation at the time the quote is gapped.
If a gapped quote does not meet these parameters, it would not be considered consistent with the Policy. It
is important to note that the share amount and value requirements are minimum guidelines and not triggers:
depending on the trading characteristics of an individual stock, including its price, average daily trading
volume (“ADTV”) and its average volatility, a gapped quotation may not be appropriate every time a stock
crosses these thresholds. Rather, a gapped quotation may become appropriate only when the imbalance
amount or value reaches some greater size or value that is more consistent with a particular stock's trading
characteristics.

When a DMM has determined that a gapped quotation is appropriate, the DMM should adhere to the
following procedures as well as those relating to the proper use of the Display Book's Gap Quote Template
(see part C, below):

• When the imbalance arises from a Floor broker(s) representing significant marketable interest
that cannot be readily absorbed by the market, the DMM must, prior to publishing the gapped
quotation, honor the NYSE or NYSE Amex protected quotation on the side opposite the imbalance
by executing a portion of the imbalance amount against the amount displayed at the bid (for sell

imbalances) or offer (for buy imbalances). 2 

When the imbalance arises from a marketable order or orders received through Exchanges'
systems, the requirement to honor the protected bid or offer does not apply if the exposed quote
results from a Liquidity Replenishment Point (“LRP”) being reached through trading via these orders
and the exposed quote is nonfirm. In such instances, the trade that triggered the LRP will have
already interacted with the protected quote prior to the posting of a gap quote by the DMM, and the
Display Book will issue the applicable execution reports.

• The DMM should publish the gapped quotation using the Gap Quote Template as follows (see also
part C, below):

○ On the side of the imbalance, the bid or offer price, as applicable, will be the price of
the last sale. This price will be generated by the Display Book. The DMM must input a
size of at least 5,000 shares or a market value of at least $100,000, or the Display Book
will reject the input. When the imbalance results from an order or orders represented in
person at the point of sale, the DMM must record the badge number of the Floor broker
representing the imbalance. If the imbalance consists of more than one broker's interest,
the DMM must enter the badge number of the broker with the most significant interest.
When the imbalance is caused only by an influx of system orders (e.g. , e-Quotes, DOT
orders), the DMM must record “1” as the badge number. Note: the DMM should not enter
the badge number of the senior-level Floor Official (i.e., an Executive Floor Governor,
Floor Governor, Executive Floor Official, Senior Floor Official or Staff Governor) monitoring
the gapped quotation.
○ On the side opposite the imbalance, the DMM should show the possible extent of price
dislocation by bidding or offering 100 shares (one round-lot) at the price at which the DMM
reasonably anticipates the stock would trade if no contra-side interest developed and/or no
cancellations occurred as a result of the gapped quotation.
○ The DMM's pricing determination for the gapped quotation should, to the extent known,
take into account executable orders, e-Quotes and verbal interest in the Crowd (on the
side of the market opposite the imbalance) at prices better than the price of the 100-share
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bid or offer. If the imbalance interest is known to be limited as to price, the price on the
100-share side should not exceed that limit price.
○ At the time he or she publishes the gap quote, the price to which the quote is gapped
should be set such that it would likely result in a transaction of at least the minimum of
5,000 shares or $100,000 in value. When reviewing for compliance with the Policy, the
Exchanges will take into account if the imbalance or a portion thereof cancels after the gap
quote is published.

• Following publication, the DMM must contact a senior-level Floor Official as soon as possible. The
required Floor Official Approval Form documenting the consultation must be completed and filed
with the On Floor Surveillance Unit (“OFSU”) within a reasonable period of time after the intraday
imbalance has been resolved.

• Following the publication of the gap quote, the DMM should, where feasible or necessary due to
conditions in the security or in the market, attempt to contact known contra-side parties to solicit
participation to offset the imbalance. Brokers are expected to monitor conditions in securities where
they have interest or potential interest and should not rely on the DMM to contact them to advise of
intraday order imbalances.

• For the duration of the gapped quotation, the DMM must continue to permit the entry and
cancellation of orders in the Display Book. Although the DMM should attempt to obtain price
discovery using appropriate Display Book tools, DMMs are reminded that they should not leave any
Display Book templates open for an extended duration of time so as not to implicitly freeze the Book
and shut out interest. DMMs must balance the need for accurate price discovery with that of trying
to attract contra side interest and trade out of the gap quote as soon as possible. Failure to observe
this precaution could result in disciplinary action.

The gapped quotation should remain in place for a reasonable amount of time to permit interested parties
to respond to the order imbalance. What constitutes a “reasonable time” will be determined by the unique
circumstances of each gapped quotation situation. However, as a general guideline, gapped quotations
should be in place for at least 30 seconds, unless offsetting interest or cancellations are received earlier, and
generally should not last more than two minutes. DMMs should, in consultation with a Floor Official, consider
updating the initial gap quote within these time parameters if the price and size of the imbalance and the
particular security's trading characteristics, including its ADTV and volatility, warrant an additional publication
in order to attract sufficient offsetting interest.

As soon as the DMM receives offsetting interest or cancellations that would permit a trade within the stock's
normal trading characteristics, the DMM should trade out of the gap quote to return to a fast market.

It is important to note that gap quotes may not be initiated as a means to conduct the closing auction after
the market has closed, generally, 4:00 p.m. Instead, where there is a significant imbalance in a security at the
close of trading, members and member organizations should use the other procedures provided under NYSE
and NYSE Amex Equities rules when attempting to mitigate the imbalance. See, e.g., NYSE and NYSE Amex
Equities Rule 123C(8).

Under the Policy, upon publishing a gap quote the DMM must do one of the following: (1) trade out of the
gap quote by executing contra side interest against the imbalance (allowing for any cancellations as outlined
above); or, (2) in consultation with a seniorlevel Floor Official, update the gap quote; or (3) in consultation
with a senior-level Floor Official, request an order imbalance trading halt in the security at issue. Such steps
must be taken consistent with a DMM's obligation to maintain a fair and orderly market and to observe high
standards of commercial honor and just and equitable principles of trade in accordance with NYSE and NYSE
Amex Equities Rules 104 and 2010.

Example 1

This example reflects the process for gapping the quote due to an influx of orders on the Floor:
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At 2:10 p.m., the market in XYZ is $26.45 bid for 2,000 shares, 5,000 shares offered at $26.50, Fast by
Fast, with the last sale at $26.47. Multiple Floor brokers at the point of sale then verbalize aggregate
interest totaling 25,000 shares to buy at the market. The DMM executes a portion of the buy order
imbalance against the 5,000 shares offered to honor the firm quote. 5,000 shares at $26.50 are
reported to the Consolidated Tape and the related Floor reports are issued. Using the Gap Quote
Template, the DMM then gaps the quote, making the market $26.50 bid for 20,000 shares, 100 shares
offered at $28.00, the price at which the DMM reasonably anticipates the stock would trade. The DMM
must enter the badge number of the Floor broker who is most responsible for the imbalance. After
consulting with a senior-level Floor Official, by 2:11 p.m. the DMM has received sufficient offsetting
interest and is able to trade out of the gap quote and return to a fast market. See part C, below, for an
illustration of the use of the Gap Quote Template.

Note that this gapped quotation meets all of the requirements of the Policy discussed above: (i) the bid
price is set to the last sale of $26.50; (ii) the size of the imbalance, which was reduced when the DMM
took the offer, is published as the bid size; (iii) the offer price indicates the possible extent of the impact
of the buy imbalance on the price of the stock; (iv) the offer size is shown as 100 shares to indicate
that there is insufficient interest on the sell side of the market; (v) there is senior-level Floor Official
consultation and it is documented accordingly; (vi) the Gap Quote Template is used properly, including
the entry of the Floor broker's badge number and (vii) it is within the time parameters of the Policy.

Example 2

If the influx of orders arrives as System orders, rather than as orders represented by Floor brokers,
the DMM would use the Gap Quote Template if the remaining imbalance is of sufficient size to be
consistent with the Policy. Under such circumstances, the process for gapping the quote is similar:

At 2:10 p.m., the market in XYZ is $26.45 bid for 2,000 shares, 5,000 shares offered at $26.50. The
Exchange receives a sudden influx of System orders to buy 25,000 shares at the market, which
sweeps the Book up from $26.50 to the next LRP at $26.75. The residual 15,000 shares are published
at the LRP bid price of $26.75, 1,000 shares offered at $26.78. Using the Gap Quote Template to
minimize short-term price dislocation caused by the residual imbalance on the buy-side, the DMM
then gaps the quote, making the market $26.75 bid for 15,000 shares, 100 shares offered at $28.00.
The DMM must enter badge number “1”. After consulting with a Floor Official, by 2:11 p.m. the DMM
has received sufficient offsetting interest and is able to trade out of the gap quote and return to a fast
market. See part C below.

As with the first example, this gapped quotation meets the requirements of the Policy.

B. Role of the Senior-Level Floor Official

As noted above, when publishing a gap quote, the DMM must consult with a seniorlevel Floor Official, who is
responsible for monitoring the gapped quotation. As a result of this consultation, the senior-level Floor Official
may determine (i) that a gapped quotation is no longer necessary because the DMM can execute the orders
immediately without undue price dislocation; (ii) to maintain the gap quote (but generally not for more than
two minutes); or (iii) to halt trading in the stock due to the size and extent of the imbalance. If the senior-level
Floor Official determines that trading in the stock should be halted, he or she should declare a non-regulatory

order imbalance halt in trading to address the imbalance rather than continue the gapped quotation. 3 

C. Display Book Support for Gapping the Quote

The Gap Quote Template in the Display Book (shown below) facilitates DMM compliance with the Gap Quote
Policy.

Graphic
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In the example above, a Floor Broker represents an order to buy for 5,000 shares. When using the Gap
Quote Template, the DMM must enter the correct size or dollar value (i.e., 5,000 shares or more, or a value
of $100,000 or more), as well as the badge number of the Floor broker who is most responsible for the
imbalance. If the imbalance is the result of orders arriving through the System, the DMM should enter the
number '1' in the badge number field. Note: do not enter the badge number of the senior-level Floor Official
monitoring the gapped quotation.

If the DMM fails to enter the required data into the Template, the Display Book will prompt the DMM for the
necessary information (shown below).

Graphic

D. Prohibited Use of the Gap Quote Template

As has been previously stated, the Gap Quote Template is to be used only when a DMM is gapping the quote
in conformity with the Policy described above. Use of the Gap Quote Template for other purposes, such as to
make the market slow to clean up a cross trade, or to manage trading immediately following the Opening or
immediately before the Closing trade, is not permitted. In addition, the DMM must not intentionally enter an
imbalance size or value that is greater than the actual size or value to cause the Display Book to allow a gap
quote when the minimums are not actually met. Misuse of the Gap Quote Template may result in violations
of NYSE and NYSE Amex Equities Rules 104(a), 104(f) and 2010, and may subject a Floor broker, the DMM
and/or the DMM Unit to disciplinary action by NYSE Regulation, Inc.

DMM Units must have adequate policies and procedures in place, including supervisory procedures, to
ensure appropriate use of the Gap Quote Template.

IV. Staff Contacts

Questions about the Policy or the use of the Gap Quote Template in Display Book may be addressed to:

Paul Bauccio, Senior Vice President, NYSE Operations, at (212) 656-2929; John Saxton, Director,
Member Trading, at (212) 656-2324.

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person.
Questions that are not time sensitive may also be submitted to Ask Market Surveillance. If you or your firm
are not already a subscriber to the Ask Market Surveillance system, please refer to Member Education
Bulletin 2006-3 (January 30, 2006) for more information.

___________________________

NYSE Regulation, Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  The current minimum size and value requirements of 10,000 shares or $200,000 in value will continue
to apply through January 10, 2010. See Information Memo 07-66 (July 5, 2007). Upon implementation
of the new requirements and the updated Policy on January 11, 2010, this Information Memo will
supersede and replace all prior guidance on the Policy, including Information Memos 04-27 and 07-66.

2  Note: as used in this Information Memorandum, the term "protected quotation" shall have the meaning
set forth in Rule 600(b) of Regulation NMS.
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3  The declaration of a halt and subsequent reopening are governed by NYSE and NYSE Amex Equities
Rule 123D.
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January 6, 2010

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: FCM REPORTING OBLIGATIONS

I. Purpose of the Memorandum

The purpose of this Information Memo is to remind members and member organizations (collectively,
“members”) of their obligations to confirm and/or update their list of Futures Commission Merchants (“FCMs”)
on a semi-annual basis to the NYSE as required by Information Memo 03-09 (March 17, 2003).

II. Background

Information Memo 03-09 requires that all members provide the NYSE with current information regarding the
identities of FCMs used by members to execute agency and proprietary index futures, as such information
is necessary for the effective surveillance of the market. Members are required to submit written notification
to the Division of Market Surveillance (“MKS”) of any changes (additions or deletions) to the firm's list of
FCMs. Any changes to the list of FCMs should be submitted in writing to the appropriate MKS personnel, as
identified below.

All members are required to affirm the accuracy of the list of FCMs utilized by members at a minimum of twice
a year via the Daily Program Trade Report (“DPTR”) application in the Electronic Filing Platform (“EFP”).

Although the Exchange decommissioned the general DPTR reporting requirement in July 2009, 1   the
obligation of members to provide the NYSE with current information regarding the identities of FCMs used
by member organizations remains unchanged. The DPTR application in the EFP continues to serve as the
reporting vehicle for this obligation.

III. The Reporting Deadline for Confirming the Identity of FCMs Utilized by Members is
January 29, 2010

As noted above, all members are required to affirm the accuracy of the identities of all FCMs used to execute
agency and proprietary index futures at a minimum of twice a year via the DPTR application in the EFP. While
the deadline for reporting changes to a members list of FCMs is typically the last trading day in June and
the last trading day in December, the 2009 December deadline for the current reporting period has been
extended to Friday, January 29, 2010. All members and member organization must affirm the accuracy of the
identities of all FCMs listed on the EFP no later than Friday, January 29, 2010.

• If no changes were made by the member to their existing list of FCMs, the member should simply
confirm through the EFP within the DPTR application that no changes were made to the firm's FCM
list.

• If changes were made by the member to their existing list of FCMs during the period between the
last FCM update and the present one, the member should notify the staff identified below of any
changes needed to update the list of FCMs, including deletion and/or additions to the list of FCMs
utilized by the member.

IV. Staff Contacts

Questions regarding this Information Memo and any questions regarding program trading may be directed to:
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Michael Graham, Director, Market Surveillance, at (212) 656-4519

Anita Bak, Manager, Market Surveillance, at (212) 656-2597

Patrick Daly, Principal Counsel, Market Surveillance, at (212) 656-5097

___________________________

NYSE Regulation, Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See IM 09-31, issued June 24, 2009.
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January 5, 2010

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: REGULATION NMS COMPLIANCE OBLIGATIONS FOR MEMBERS AND MEMBER
ORGANIZATIONS WITH A PRESENCE ON THE NYSE AND NYSE AMEX EQUITIES TRADING FLOOR

I. Purpose

This Information Memo is being issued based on recent observations by both NYSE Regulation, Inc.
(NYSER) and the Financial Industry Regulatory Authority (FINRA) to remind members and member
organizations with a Floor presence of their Regulation NMS obligations. As outlined below, unless there is an
applicable exception or exemption, Regulation NMS applies to all transactions on the NYSE and NYSE Amex
Equities Floor (the “Floor”).

II. Regulation NMS and Adequate Written Supervisory Procedures 1   (“WSPs”)

A. Regulation NMS Rule 611 2 

Rule 611 of Regulation NMS requires that trading centers 3   establish, maintain, and enforce WSPs
reasonably designed to prevent “trade-throughs,” i.e., the execution of trades at prices inferior to protected
quotations. To be protected, a quotation must be immediately and automatically accessible and represent
the best bid or best offer of a national securities exchange or national securities association. Trading
centers must also conduct periodic reviews for specific time periods that are reasonably designed to test
the effectiveness of policies and procedures for preventing trade-throughs, and can, for example, randomly
select at least three trading days per month for review. WSPs must also address applicable exceptions and
exemptions to Regulation NMS Rule 611. Further, trading centers, brokers or dealers must take reasonable
steps to establish that intermarket sweep orders, one such Rule 611 exception, meet the requirements of
Regulation NMS Rule 600(b)(30).

1. Floor Brokers

Unless a Regulation NMS exception or exemption applies, manual transactions executed on the Floor
must not trade through any better-priced protected automated quotations. This restriction applies to manual
transactions consummated through discussions between two or more Floor brokers, or between one or more
Floor brokers and the Designated Market Maker (DMM), or by one Floor broker effecting a cross between two
or more agency orders. Although these types of transactions may not involve interest residing on the Display
Book (DBK), they may not be effected in a manner that does not protect the National Best Bid and Offer, as
well as all protected bids and offers.

Although the seller must notify the DMM to print manual trades, pursuant to NYSE and NYSE Amex Equities
Rule 128A.10 via the applicable DBK template, the parties to the manual transactions noted above cannot
rely on DBK or other NYSE systems to satisfy their independent Regulation NMS Rule 611 compliance

obligations. 4   This is because NYSE systems cannot validate that a previously consummated manual
transaction complied with Regulation NMS at the time it was effected. Accordingly, Floor broker member
organizations' WSPs must address compliance with the Regulation NMS tradethrough provisions for these

manual transactions, where the DMM is merely reporting the trade. 5 
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2. DMM Units

DMM Units' WSPs for the execution and reporting of manual transactions exclusively between the DMM and
one or more Floor brokers must adequately address the use of the appropriate DBK template.

B. Regulation NMS Rule 610

Regulation NMS Rule 610 requires that each self-regulatory organization adopt, maintain, and enforce written
rules that prohibit their members from engaging in a pattern or practice of displaying quotations that lock or

cross protected quotations. 6 

Since NYSE systems are in compliance with the locking and crossing requirements, it would be acceptable
for Floor member organizations to indicate in their WSPs their reliance on NYSE systems.

C. Regulation NMS Rule 612

Regulation NMS Rule 612 prohibits market participants from displaying, ranking or accepting quotations,
orders, or indications of interest in any NMS stock priced in an increment smaller than $0.01 if priced equal
to or greater than $1.00 per share. Since NYSE systems prevent the displaying and ranking of violative sub-
penny quotes, members and member organizations with a Floor presence must have adequate WSPs to
address the acceptance prohibition of Regulation NMS Rule 612.

D. Order Types and Best Execution Requirements

Member organizations must provide best execution of customer orders. Regulation NMS does not eliminate
or alter this requirement. Floor member organization WSPs should therefore adequately address best
execution in connection with Regulation NMS-related order types, including Do-Not-Ship Orders, immediate

or cancel orders (IOCs), 7   Regulation NMS IOCs and NYSE IOCs, 8   and At the Opening or At the Opening

Only orders. 9   This is in addition to any other best execution obligations the member organization may have.

III. Ongoing Testing and Assessment

Floor members and member organizations must periodically test their Regulation NMSrelated controls,
systems monitoring, and WSPs, and promptly address any deficiencies. Regulation NMS-related WSPs must
be continuously evaluated in light of changing NYSE and NYSE Amex Equities rules and/or federal rules and
regulations.

IV. Contacts

Questions specifically related to DMM Units and/or Floor brokers should be addressed to NYSER. Other
questions may be directed to either NYSER or FINRA. Should you have questions, please contact the
following:

Your FINRA Regulatory Coordinator;

David De Gregorio, Chief Counsel, NYSER Market Surveillance, (212) 656-4166; or Peter Bon Viso,
Senior Counsel, NYSER Market Surveillance, (212) 656-5621.

For additional information, please see, among others, NYSE Information Memos 07-12 (Hybrid Market
Implementation - Phase IV) and 07-44 (Regulation NMS). Please also refer to the SEC's Regulation NMS
guidance, including FAQs, and to the SEC's Regulation NMS approval order and related interpretive
materials, on its website at http://www.sec.gov/spotlight/regnms.htm.

___________________________

NYSE Regulation, Inc.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

583

http://researchhelp.cch.com/License_Agreement.htm
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The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  NYSE and NYSE Amex Equities Rule 342 and FINRA Rule 3010 require that members and member
organizations have adequate procedures for supervision and control of business activities designed to
achieve compliance with applicable rules and federal securities laws, including Regulation NMS.

2  Member organizations with a Floor presence that have the ability to route orders away to other market
centers must ensure that they are in compliance with Regulation NMS Rule 611 requirements when
routing, particularly with respect to ISOs, as well as Regulation NMS Rule 606 requirements regarding
disclosure of order routing information, and reflect this in their WSPs.

3  In addition to automated trading centers, trading centers include exchange market makers and any other
broker or dealer that executes orders internally by trading as principal or crossing orders as agent. Floor
brokers having the ability to effect manual transactions on the Floor as sellers are executing brokers and
are deemed to be trading centers. Regulation NMS does not include any exception to the definition of
trading center based on de minimis activity and applies even when member organizations trade a limited
number of NMS stocks or infrequently execute orders internally.

4  Manual transactions necessitate that sellers meet their reporting duties pursuant to NYSE and NYSE
Amex Equities Rule 128A.10 by facilitating printing the trade to the Tape.

5  Depending upon which DBK reporting template the DMM uses to report manual transactions on the
Floor, automatic routing capability may not be available. Therefore, it is necessary for Floor brokers to
communicate to the DMM the circumstances of the trade to assure that the appropriate template is used.

6  NYSE and NYSE Amex Equities Rule 19 implements Regulation NMS Rule 610 and applies it to
members and member organizations.

7  Generally, an IOC is an order requiring that all or part of the order be executed immediately after it has
been brought to the market. Any portions not executed immediately are automatically cancelled.

8  Regulation NMS IOCs do not ship to away markets while NYSE IOCs do. An NYSE IOC order permits
portions to be routed once during a sweep to other markets to satisfy better priced protected bids or
offers and cancels only when it is no longer able to receive an execution.

9  A market or limited price order that is to be executed on the opening trade of the stock on the NYSE or, if
the NYSE opens the stock on a quote, the opening trade in the stock on another market center to which
the order or part of it has been routed in compliance with Regulation NMS.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 09-55

Click to open document in a browser

December 23, 2009

   ATTENTION: CHIEF EXECUTIVE OFFICER, CHIEF OPERATIONS OFFICER, LEGAL AND
COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: LAST TRADE DATE FOR “REGULAR WAY” SETTLEMENT IN 2009

The last day on which “regular way” transactions in securities, other than U.S. Government obligations, may
be made for settlement this calendar year on NYSE and NYSE Amex is December 28, 2009.

Transactions effected between December 29, 2009 and December 31, 2009 for settlement in 2009 must

be effected on “cash”, “next day” or “seller's option” basis (“non-regular way”). 1   Orders entered on or after
December 29, 2009 that are not marked with “non-regular way” settlement instructions will settle in 2010.

Members and member organizations are reminded that, pursuant to the NYSE and NYSE Amex Equities
Rule 14, all non-regular way orders must be marked with the appropriate settlement instruction and
transmitted directly to a Floor broker for manual representation at the point of sale. Moreover, non-regular
way orders may be entered only for round lot orders and orders that consist of a round lot amount and an odd
lot amount, i.e., partial round lot orders (“PRLs”). Note that Exchange systems and order execution and post

settlement processing do not support non-regular way settlement for odd-lots. 2 

A Floor broker who receives an order containing non-regular way settlement instructions must enter the
order into broker systems prior to representing the order to comply with his or her FESC obligations under
NYSE Rule 123. Thereafter, the Floor broker may represent the order at the point of sale. Executions of these
orders must be reported to the Consolidated Tape with cash, next day or seller's option transaction indicators
as appropriate.

In addition, please be advised that effective, December 29, 2009 thru December 31, 2009 only, designated
market makers will not be required to determine whether orders marked solely “regular way” are willing to
participate on a “non-regular way” basis. In addition, Floor Official approval is not required for “non-regular
way” trades between December 29, 2009 and December 31, 2009 if the execution price is no greater than
$0.25 away from the “regular way” bid or offer.

Operations questions concerning this memorandum may be addressed to the following:

Paul Bauccio, Senior Vice President, Operations, at (212) 656-2929

Dennis Pallotta, Director, Operations, at (212) 656-5236.

Regulatory Inquiries with respect to this memorandum should be directed to:

John Saxton, Director, Market Surveillance, at (212) 656- 2324

Patricia Bergholc, Director, Market Surveillance, at (212) 656-4948

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
booth.

___________________________

NYSE Regulation, Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Members are reminded that pursuant to Rule 177. deliveries against transactions made for "cash", as
prescribed in Rule 14 at or before 2:00 p.m. shall be due before 2:30 p.m. Deliveries against transactions
made for "cash" after 2:00 p.m. shall be due within thirty minutes after the time of the transaction.

2  The odd-lot portion of non-regular way PRL order is executed pursuant to the provisions of NYSE and
NYSE Amex Equities Rule 124.40 (ii) at the same price as the last round lot portion of such order.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 09-54

Click to open document in a browser

December 17, 2009

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, CHIEF OPERATIONS OFFICER,
OPERATIONS PARTNER AND LEGAL AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: QUARTERLY Expiration Day - DECEMBER 18, 2009

I. Purpose of this Information Memo

Friday December 18, 2009, will be a quarterly Expiration Day for stock and index options and futures products
whose settlement pricing is based upon NYSE and NYSE Amex (collectively, the “Exchanges”) opening or
closing prices on that day. NYSE Regulation is issuing this Information Memorandum to remind members
and member organizations of certain NYSE and NYSE Amex Equities rules and policies regarding opening
imbalance publications, entry and cancellation of market-on-close/limit-on-close (“MOC/LOC”) and other order
types, publication of on-the-close imbalances, and printing the closing transaction.

II. S&P Quarterly Rebalance

Following the close of trading on December 18, 2009, Standard & Poor's will effect a quarterly share
rebalancing of the S&P 500, the S&P MidCap 400, S&P SmallCap 600 and S&P REIT Composite Indices.
This rebalancing may affect the volume of trading of certain stocks on the Exchanges. Details on these
rebalancings are available on S&P's website (www.standardandpoors.com).

III. Expiration Day Opening Imbalance Publication

Members and member organizations are reminded that the regular pre-opening procedures outlined in

NYSE and NYSE Amex Equities Rules 15 and 123D will apply on the December 18 Expiration Day. 1  
Accordingly, DMMs should publish indications as promptly as practicable but should be mindful of their
additional obligations under Rule 123D to publish one or more indications, under the supervision of a Floor
Official, in situations where the opening price would be affected by an imbalance of market and limit buy and
sell orders in a security.

In the event that one or both of the Exchanges invokes its exemptive powers under NYSE or NYSE Amex
Equities Rule 48 (Exemptive Relief - Extreme Market Volatility Condition), the terms of that rule would govern
the obligation to publish pre-opening indications.

IV. NYSE and NYSE Amex Equities Rules and Policies Relating to the Close

A. MOC/LOC Order Entry and Cancellation

Members and member organizations are reminded that the provisions of NYSE and NYSE Amex Equities
Rule 123C will apply to the close on the December 18 Expiration Day, subject to the temporary modifications
outlined in this memorandum. Please note that, while the Exchanges expect their systems to operate
normally on December 18, in the unlikely event of a systems interruption leading into or at the Close, the
MOC/LOC Policy set out in Rule 123C would operate as if the Exchanges had declared a regulatory halt in
one or more securities.
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In the event that one (or both) of the Exchanges invokes its exemptive powers under NYSE or NYSE Amex
Equities Rule 123C(8) (Market On The Close Policy And Expiration Procedures - Extreme Order Imbalances

at or Near the Close), the terms of that rule would govern the handling of orders at the Close. 2 

In connection with the entry of MOC/LOC orders generally, members should pay particular attention to the
following:

▪ A “published imbalance” is an MOC/LOC imbalance that has been disseminated to the Tape. An
imbalance that is announced verbally or physically posted at the panel is not considered to be a

published imbalance. 3 
▪ Brokers and traders are reminded that, while they should enter orders as early in the day as
possible, all MOC/LOC orders (unless entered to offset an imbalance) must be entered with the
DMM by 3:40 p.m. Entering MOC/LOC orders early provides DMMs with the opportunity to more
quickly identify potential order imbalances that might exist at the Close and to disseminate that
information. This, in turn, enables brokers and traders to more effectively identify potential offsetting
customer interest that could mitigate any imbalance. MOC/LOC orders entered prior to 3:40 p.m.
may be canceled prior to that time for any reason.
▪ Between 3:40 p.m. and 3:50 p.m., MOC/LOC orders may be entered only to offset a security's
published imbalance. During this time period, MOC/LOC orders may be canceled or reduced in size
only to correct a legitimate order entry error. Please note that Market Surveillance will continue to
closely monitor the cancellation of MOC/LOC orders pursuant to the Rules of the Exchanges.
▪ After 3:50 p.m., MOC/LOC orders may be entered only to offset a security's published imbalance.
After 3:50 p.m., MOC/LOC orders may not be cancelled or reduced in size for any reason except for

compliance with NYSE and NYSE Amex Equities 123C(8) (see part IV(D) below). 4 

B. MOC/LOC Imbalance Publication 5 

NYSE and NYSE Amex Equities Rule 123C provide for the publication of order imbalances as described
below. In addition, members may refer to the attached quickreference page for a summary of the times and
requirements for imbalance publications. DMMs are reminded that erroneous imbalance publications must be
corrected as soon as practicable.

1. Informational MOC/LOC imbalance publications between 3:00 p.m. and 3:40 p.m.

Between 3:00 p.m. and 3:40 p.m., DMMs are encouraged to publish informational MOC/LOC imbalances of
any size if they believe that there could be significant price dislocation at the Close. These publications are
informational only and do not limit MOC/LOC order entry or cancellation before 3:40 p.m. DMMs who wish to

publish informational imbalances must obtain at least Floor Official approval prior to publication. 6 

2. Required MOC/LOC imbalance publications at 3:40 p.m. and 3:50 p.m.

As soon as practicable after 3:40 p.m., the DMM must publish any MOC/LOC imbalance of 50,000 shares
or more for NYSE-listed securities, and 25,000 shares or more for NYSE Amex Equities-listed securities. In
addition, the DMM must update any informational imbalance published prior to 3:40 p.m., indicating either the
current imbalance or “no imbalance”.

Similarly, as soon as practicable after 3:50 p.m., DMMs must update any publications made at 3:40 p.m.
Imbalances of 50,000 shares or more (NYSE), 25,000 shares or more (NYSE Amex Equities), or other
significant imbalances, must be published; if there is no such imbalance, the DMM must publish a “no
imbalance” indication. Where there was no publication for a stock at 3:40 p.m., but an MOC/LOC imbalance
occurred after 3:40 p.m., the DMM should publish the imbalance at 3:50 p.m. with prior Floor Official approval.

3. Recommended MOC/LOC imbalance publications at 3:40 p.m. and 3:50 p.m.
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Notwithstanding the required imbalance publications (as described above), DMMs are encouraged to
publish MOC/LOC imbalances of any size, including amounts less than 50,000 shares (NYSE) or 25,000
shares (NYSE Amex Equities), if the imbalance could cause significant price dislocation at the close (e.g. an
imbalance that is large in comparison to the average daily volume or regular trading patterns for the stock).
DMMs who wish to publish such imbalances must obtain Floor Official approval prior to publication.

4. Exchange publication of Order Imbalance Information

In addition to the DMM imbalance publications described above, the Exchanges also make available real-
time Order Imbalance Information prior to the Close, pursuant to NYSE and NYSE Amex Equities Rule
123C(6). These publications take place approximately every 15 seconds between 3:40 p.m. and 3:50 p.m.,
and approximately every five seconds between 3:50 p.m. and 4:00 p.m. The Order Imbalance Information
publications use a reference price in order to indicate how many shares would be needed to close the
security at that price, including both MOC and marketable LOC orders. Beginning at 3:55 p.m., the Order
Imbalance Information publications also include d-Quotes and all other e-Quotes containing pegging

instructions eligible to participate in the closing transaction. 7 

Please note, however, that Order Imbalance Information publications are solely for informational purposes
and do not permit the submission of off-setting interest. Offsetting MOC/LOC interest may be submitted only
as described in this memo, pursuant to an imbalance publication made by a DMM at 3:40 or 3:50 p.m. in
accordance with Rules 123C(1) and (2).

C. Printing the Closing Transaction

1. NYSE and NYSE Amex Equities Rules 116.40 and 123C(3)

DMMs are reminded that the closing transaction must be printed consistent with NYSE and NYSE Amex
Equities Rules 116.40 and 123C(3) and they must accurately reflect both the closing price and closing volume

when printing the closing transaction. 8 

Due to possible system latency, marketable orders entered into Exchange systems before 4:00 p.m. might
not be received at the post until after 4:00 p.m. These orders should be incorporated into the closing process,
just as non-MOC/LOC interest that is known at the post is factored into the closing print after 4:00 p.m.

2. Verbal Interest and e-Quotes at the Close

All interest, including verbal, e-Quoted, d-Quoted and Display Book interest, should be taken into account
by the DMM when formulating the Close. Unless market conditions dictate otherwise, interest priced better
than the Close must be executed on the Close as that interest is considered marketable. Interest limited to
the closing price will be executed depending on the availability of contra side interest.

Depending on whether it is marketable or not, verbal interest may be handled differently than e-Quoted
interest at the Close. Marketable verbal interest is included with all market and MOC interest at the Close,
while limited verbal interest and e-Quotes are on parity with limit orders. DMMs are reminded that verbal
interest from a Floor broker should be handled one of two ways: limited verbal interest should be entered into
the system as a manual e-Quote and DMMs may require a written order from the broker; marketable verbal
interest should be entered into the Closing template.

3. Orders to offset MOC/LOC imbalances at the Close to mitigate price disparity

NYSE and NYSE Amex Equities Rule 902 (Off Hours Trading Orders) provide for entry of orders after the
Close. Rule 902(a)(ii)(B) permits DMMs to include in the calculation of the Close legitimate market interest
that has agreed to offset all or part of any MOC imbalance that existed prior to the Close at 4:00 p.m. The
DMM's use of this offsetting interest to minimize significant price dislocation on the Close will result in a
coupled order between the DMM and member, member organization or customer. If the member, member
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organization or customer agrees, the DMM may include this interest in offsetting an imbalance when setting
the closing price and increase DMM participation in the closing print to the extent of the new contra interest.
In this way the DMM will liquidate or cover the related dealer position, and the member, member organization
or customer will acquire the position. Such coupled orders are executed at the Ramp.

It is important to note that Rule 902 may not be relied on for the entry of an order after the Close when there
is no MOC/LOC imbalance or when the imbalance would not result in volatility and/or price dislocation. In
addition, it cannot be used if the Close has already been printed.

D. Extreme Order Imbalances at or Near the Close

In order to avoid significant dislocation in the closing price that may result from an order entered or
represented at or near the Close, NYSE and NYSE Amex Equities Rule 123C(8) permits the Exchanges to
temporarily suspend the hours of operation under Rule 52 so that offsetting interest may be solicited from
both on-Floor and off-Floor participants and entered to reduce the size of the imbalance. Any such extension
of trading under Rule 123C(8) would be designated by the Exchanges for a specific time period within 30
minutes after the scheduled close.

Rule 123C(8) also permits temporary suspension of the prohibition on the cancellation or reduction of a MOC/
LOC order after 3:50 p.m. where there is a legitimate error in such an order and the execution of the order
would cause significant price dislocation at the Close.

Only the DMM assigned to a particular affected security may request relief under Rule 123C(8). A request
for relief under Rule 123C(8) must be approved and supervised by an Executive Floor Governor or qualified
NYSE Euronext employee.

V. Adequacy of Operations and Supervisory Staff

All members and member organizations, including DMMs, should ensure that both operational and
supervisory staffing on and around the December 18 Expiration Day will be sufficient to monitor and process
all orders, regardless of the form in which they are received, as well as to handle the increased workload
anticipated as a result of the quarterly rebalancing. All members and member organizations should also
review their systems to ensure that they have adequate capacity to handle the expected increase in volume.
For example, DMM firms should review their algorithms/API to ensure that they meet their obligations to
maintain a fair and orderly market. DMMs are reminded to seek the advice of a Floor Official regarding any
unusual situations as quickly as possible.

VI. Supervision

A. Review of Policies and Procedures

In view of increased automated order delivery, e-Quoting and automatic execution, NYSE Regulation is
advising members and member organizations to carefully review their procedures as well as their supervisory
systems for handling orders in connection with the December 18 Expiration Day. NYSE Regulation expects
members and member organizations to review their practices for handling orders at or near the Close,
particularly with respect to any orders where there is an on-close or other price guarantee for those securities
that are part of the quarterly rebalancing. Reviews should include both orders that are handled manually as
well as those orders that are handled systemically, such as orders that are handled by a computer algorithm.
In addition, members and member organizations should take all necessary steps to ensure that the relevant
trading and back-office staff are familiar with firm procedures for handling orders at or near the Close.
Members and member organizations should also be mindful of the guidance issued in Information Memo
09-22 (May 28, 2009) regarding procedures for escalating and addressing inquiries arising from real-time
regulatory or trading issues.
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In addition, members and member organizations are reminded of their obligation to have adequate systems
and controls relating to the use of firm systems by correspondents or others, including usage of the
Exchanges' odd-lot systems. Please consult NYSE Information Memos 02-48 (November 7, 2002) and 07-60
(June 29, 2007) (both attached) for more information.

B. Adequacy of Compliance Program

Members and member organizations are also reminded to ensure that they have a robust compliance
program that includes adequate supervisory policies and procedures to monitor for compliance with NYSE
and NYSE Amex Equities Rule 123C and the guidance contained in this Information Memo. Those policies
and procedures must be adequate to ensure that all procedures related to MOC/LOC orders are appropriately
followed, and to detect and deter any actions that may violate NYSE, NYSE Amex or SEC rules.

C. Due Diligence Requirements

Consistent with the requirements of NYSE and NYSE Amex Equities Rule 405, before any at-the-close
order is transmitted to the Floor the member or member organization accepting the order must exercise due
diligence to learn the essential facts relative to the order, including the purpose and propriety of the at-the-
close instruction. In addition, an imbalance of orders at or near the Close, caused in part by the entry of such
orders, could lead to trading being halted in the security and such orders not receiving an execution.

D. Supervision to Prevent Improperly Affecting the Close

Members and member organizations must also ensure that their activity does not have the effect of artificially
impacting the closing price. Firms should review procedures utilized in connection with orders to be
executed at or near the close with their traders and other order-entry personnel. Firms should also review
systemic order-entry functions (e.g., algorithms or “smart servers”) for compliance with the provisions of this
Information Memorandum. Firms should also review the provisions of NYSE Information Memo 95-28 (July
10, 1995)(attached), which discusses trading near the Close and activity that would constitute violations of
NYSE and NYSE Amex Equities Rules, as well as federal securities laws.

In that connection, members and member organizations are reminded that, where a firm has committed to
purchase from (sell to) a customer an order at a price that is derived from the closing price (e.g., MOC orders)
while also reserving a significant position of its hedging or covering transaction to be executed at or near
the Close, they must operate with substantial care. If the transaction is completed in a manner that does not
effectively place the firm at market risk or if the transaction does not provide an opportunity for possible contra
side interest to develop and/or react to the activity, it would raise manipulative concerns and would operate as
conduct inconsistent with just and equitable principles of trade.

E. Compliance with Federal Securities Laws and Rules

In addition to complying with NYSE and NYSE Amex rules and policies, members and member organizations
should review other applicable federal securities laws and regulations, including Section 9(a)(2) of the
Securities Exchange Act, Regulation SHO and Rule 10b-5, as well as the margin and capital rules. Firms
must ensure that they have adequate policies and procedures to detect, deter and prevent such potentially
violative conduct.

VII. Staff Contacts

Regulatory questions concerning this memorandum may be addressed to the following:

Patricia Bergholc, Director, On Floor Surveillance, at (212) 656-4948 Gordon Brown, Manager, On
Floor Surveillance, at (212) 656-5321 Michael Fryer, Director, Member Trading, at (212) 656-4656
Carol Krusik, Director, Member Education, at (212) 656-4597 Michael Matejczyk, Director, Member
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Trading, at (212) 656-4854 John Saxton, Director, Member Trading, at (212) 656-2324 or Andrew
White, Director, Member Trading, at (212) 656-4498.

Operations questions concerning this memorandum may be addressed to the following:

Paul Bauccio, Senior Vice President, Operations, at (212) 656-2929 or Dennis Pallotta, Director,
Operations, at (212) 656-5236.

Questions may also be directed to OFSU via the White Phone or in person at their booth in the Garage.
Questions that are not time sensitive may also be submitted to Ask Market Surveillance. For information
about the Ask Market Surveillance system, refer to NYSE Member Education Bulletin 2006-3 (January 30,
2006)(attached), if you or your firm is not already a subscriber.

___________________________

NYSE Regulation, Inc.

Attachments

Imbalance Publications and MOC/LOC Order Entry
 

Time DMMs Brokers and Traders
 

3:00 p.m.- 3:40 p.m. ▪ May publish
informational imbalance
of any size with prior
Floor Official approval.

▪ May enter MOC/LOC orders
on either side regardless
of informational imbalance
publication.

▪ May cancel MOC/LOC orders for
any reason.

 

3:40 p.m.- 3:50 p.m. ▪ Must publish
imbalances greater than
50,000 shares (NYSE),
25,000 shares (NYSE
Amex).

▪ May enter MOC/LOC orders only
to offset published imbalances.

▪ Must update any
informational
imbalances published
earlier:

▪ May not cancel MOC/LOC orders
except to correct order entry error.

○ if there is an
imbalance greater
than 50,000/25,000
shares;

○ if there is any
other “significant”
imbalance;

○ or publish “no
imbalance”.

▪ May publish any other
“significant” imbalance
of any size (e.g. less
than 50,000/25,000
shares but significantly
greater than the
average daily volume
for the stock) with prior
Floor Official approval.

 

3:50 p.m.- 4:00 p.m. ▪ Must update any 3:40
p.m. publications:

▪ May enter MOC/LOC orders only
to offset published imbalances.
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○ if there is an
imbalance greater
than 50,000 shares
(NYSE), 25,000
shares (NYSE
Amex);

▪ No cancellations of MOC/LOC
orders for any reason.

○ if there is any
other “significant”
imbalance;

○ or publish “no
imbalance” if less
than 50,000/25,000
shares.

▪ Subject to Floor Official
approval, should publish
a “significant” imbalance
at 3:50 p.m. even where
there was no publication
at 3:40 p.m.

▪ May publish any other
“significant” imbalance
of any size with prior
Floor Official approval.

 

NYSE Regulation, Inc.

20 Broad Street

New York, NY 10005

nyse.com

NYSE Regulation

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO NYSE RULE AND NYSE ALTERNEXT EQUITIES RULES 116 (“STOP”
CONSTITUTES GUARANTEE) AND 123C (MARKET ON THE CLOSE POLICY AND EXPIRATION
PROCEDURES)

The purpose of this Information Memo is to advise members and member organizations that effective
February 6, 2009, the New York Stock Exchange LLC (“NYSE”) and NYSE Alternext U.S. will report a single
closing print to the Consolidated Tape for each of its respective securities pursuant to amendments to NYSE
and NYSE Alternext Equities Rules 116 (“Stop” Constitutes Guarantee) and 123C (Market On The Close
Policy And Expiration Procedures).

I. BACKGROUND

Rules 116.40 and 123C prescribe, among other things, the procedures for the entry and execution of market
at-the-close (“MOC”) and limit at-the-close (“LOC”) orders and the determination of the closing print(s) to be
reported to the Consolidated Tape for each security at the close of trading on the NYSE and NYSE Alternext
exchanges.

Currently, at the close of trading, where there is an imbalance (i.e. more orders to buy than sell or vice versa),
the shares constituting the imbalance are executed against the offer (in the case of a buy imbalance) or the
bid (in the case of a sell imbalance). This transaction is reflected in the first closing print from the NYSE to the
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Consolidated Tape for the particular security. The DMM then pairs off the remaining MOC and marketable
LOC buy and sell orders against each other at the price at which the imbalanced shares were executed. This
“pair off” transaction is reported as a second closing print from the NYSE to the Consolidated Tape. If there is
no imbalance, the aggregate buy and sell MOC and marketable LOC orders are paired off at the price of the
last sale of the subject security on the Exchange prior to the close of trading in the security. This transaction
is reported to the Consolidated Tape in a single closing print.

Multiple closing prints have been used to provide information about share imbalances that impacted the
closing price of securities. Currently, pursuant to Rule 123C, both exchanges disseminate a data feed of real-
time order imbalances (“Order Imbalance Information”) that accumulate prior to the close of trading. This
data feed begins at 3:40 pm and is disseminated every 15 seconds from 3:40 pm to 3:50 pm, and every five
seconds thereafter until 4:00 pm. Order Imbalance Information achieves the goal of providing real time detail
and transparency and it has been determined that multiple prints on the close are no longer necessary.

Moreover, the exchanges believed that it was necessary to reduce the manual processing required of the
DMM to continue providing timely closing of securities. The exchanges therefore amended Rules 116.40 and
123C to create a single closing print to be reported to the Consolidated Tape for each security.

II. AMENDMENTS TO CLOSING PRINT

Pursuant to the amended rules, the closing print will occur as described in the example below.

Example:

The DMM for stock XYZ has determined that the closing price in the stock will be $30.25. The last sale
price on the Exchange was $30.00. The DMM has 6,000,000 shares of MOC and marketable LOC
buy orders up to a price of $30.25. On the sell side, there are 5,000,000 MOC and marketable LOC
sell orders down to a price of $30.24. The DMM pairs 5,000,000 shares of MOC and marketable LOC
buy orders against the 5,000,000 shares of MOC and marketable LOC sell orders at a price of $30.25,
leaving an imbalance of 1,000,000 shares on the buy side. On the Display Book, the DMM has 700,000
shares of limit sell orders at various prices marketable up to a price of $30.25, and there is also Crowd
interest of 300,000 shares at that price. The DMM will use the 700,000 shares of limit sell orders on the
Display Book and 300,000 shares of Crowd interest to offset the remaining 1,000,000 shares of MOC
and marketable buy LOC imbalance.

The DMM will continue to arrange the closing transaction as set forth in Rules 123C(3) and 116.40;
however, rather than reporting two separate closing prints to the Consolidated Tape, a single closing
print reflecting the execution of 6,000,000 shares at $30.25 would be reported. The 6,000,000 share
volume in the single print close includes: 1) the 1,000,000 share buy order imbalance; and 2) the
5,000,000 shares of MOC and marketable LOC buy and sell orders that were paired off.

Please be reminded that the data feed containing the Order Imbalance Information is solely for information
purposes and is in addition to the mandatory MOC/LOC imbalance publication pursuant to Rule 123C(5) at
3:40 p.m. and 3:50 p.m. Offsetting interest may be submitted only in response to mandatory imbalance
information published pursuant to 123C(5).

The consolidation of the prints, effective as of February 6, 2009, will reduce the amount of manual
information to be reported by the DMM thus increasing the speed and efficiency of the closing process
ultimately improving the quality of both markets with timelier reporting of closing transactions.

III. Training

Mandatory training sessions for all DMMs and Trading Assistants will begin on Thursday, February 5, 2009
and must be completed no later than Friday, February 13, 2009. NYSE Market Operations staff will contact
each DMM firm to arrange scheduling for the firm's DMMs and Trading Assistants. All training will take place
on the Trading Floor and will take approximately 10-15 minutes to complete.
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IV. STAFF CONTACTS

Questions regarding the mandatory training described in this Information Memo should be directed to:

Camille Fredrickson, NYSE Operations, at (212) 656-5390

Questions regarding the operational procedures described in this Information Memo should be directed to:

Paul Bauccio, Vice President, Operations, at (212) 656-2929

Dennis Pallotta, Director, Operations, at (212) 656-5236.

Regulatory questions regarding this Memorandum should be addressed to:

Deanna Logan, NYSE Regulation, Inc., Office of General Counsel, at (212) 656-2389.

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
booth in the Garage. Questions that are not time sensitive may also be submitted to Ask Market Surveillance.
(For information about the Ask Market Surveillance System, refer to Member Education Bulletin 2006-3,
which was issued on January 30, 2006, if you or your firm is not already a subscriber.)

______________________________

Richard Ketchum

Chief Executive Officer

NYSE Regulation

Information Memo

Market Surveillance

NYSE Regulation, Inc.

11 Wall Street

New York, NY 10005

nyse.com

Number 09-22

May 28, 2009

ATTENTION: COMPLIANCE AND LEGAL DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Procedures for Escalating and Addressing Inquiries Arising from Real-Time Regulatory or Trading
Issues

The purpose of this Information Memo is to remind all members and member organizations that they should
have a process in place to enable timely response to and resolution of inquiries from their employees or
NYSE Regulation, Inc. (“NYSE Regulation”) regarding real-time regulatory matters or trading activities on
the Floor or through NYSE systems. Such a process is mandated by Rule 342 which requires adequate
procedures for supervision and control of business activities, including a separate system of follow-up and
review, designed to achieve compliance with applicable rules and federal securities laws.

There have been recent instances in which Market Surveillance and/or member organization employees
have attempted to contact member organizations with respect to various regulatory issues but the member
organization was unable to promptly respond, and the matter could not therefore be resolved in a timely
fashion. The types of matters that require prompt escalation and attention include, but are not limited to,
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account intrusion activity, unusually large orders that could have been submitted in error, unusual trading that
could be the result of aberrational algorithmic activity, potentially violative odd-lot transactions, or potentially
fraudulent or manipulative trading.

While it is important to maintain information barriers and confidentiality requirements, it is also necessary
that member organizations be able to quickly respond to real-time regulatory or trading issues in order to
maintain a fair and orderly market. NYSE Regulation recognizes that member organizations need to have
in place appropriate information barriers under applicable rules and federal securities laws and that such
information barriers may implicate the sharing of information within a business unit in a member organization.
To that end, member organizations should have policies and procedures that retain information barriers
while providing for the prompt escalation, review, and resolution of all real-time trading issues by legal and
compliance staff. Risk managers, compliance officers, and/or other appropriate individuals within a business
unit should have access to necessary information (live order information, position information, etc.) and
necessary areas at the member organization in order to resolve such inquiries. The responsible individual(s)
should also be sufficiently supported in resolving these inquiries.

The identity (name, title, and location) and contact information (telephone numbers, e-mail address, etc.)
for each individual designated pursuant to the member organization's policies and procedures for response
to real-time trading issues should be provided to all applicable member organization employees. At the
member organization's discretion, this contact information may also be provided to Market Surveillance, via
the Electronic Filing Platform.

Member organizations should update this contact information on a rolling basis. Also, policies and procedures
should provide a mechanism for NYSE Regulation personnel to have prompt access to the designated
individual(s) regarding any such inquiries.

In addition, for any regulatory questions relating to real-time trading activities on the Floor or through
NYSE systems, member organizations may contact Patricia Bergholc, Director, Market Surveillance, (212)
656-4948, pbergholc@nyx.com.

Staff Contacts

Questions regarding this Information Memo should be directed to Jean O'Rourke, Director, Market
Surveillance, (212) 656-6007, iorourke@nyx.com, or Peter Bon Viso, Senior Counsel, Market Surveillance,
(212) 656-5621, pbonviso@nyx.com.

______________________________

John F. Malitzis

Executive Vice President

Market Surveillance

Information Memo

Member Firm Regulation

New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005

NYSE

Number 02-48

November 7, 2002
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ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, CHIEF OPERATIONS OFFICER,
INTERNAL AUDIT, COMPLIANCE, LEGAL AND TRADING DEPARTMENTS

TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ELECTRONIC TRANSMISSION OF ORDERS

Recently there have been a number of instances where members or member organizations have submitted
orders to the Exchange in error via electronic order entry systems. These errors were the result of human
error or defective commercial or proprietary software systems used to submit DOT Orders to SIAC. The two
primary causes of the error transmissions were: (1) transmitting orders containing an incorrect quantity of
shares; and (2) inadvertently releasing files containing orders transmitted the previous day.

The purpose of this memo is to emphasize to members and member organizations their responsibilities
when utilizing electronic order routing systems. Please also see Information Memos Nos. 92-43, dated
December 29, 1992, 92-15, dated May 28, 1992, and 89-6, dated January 25, 1989. Members and
member organizations are reminded of the regulatory requirements (internal control and written supervisory
procedures) and business practices (Know Your Customer) that must be adhered to when electronic order
entry systems are used.

SYSTEM CONTROLS MANDATORY

While electronic order entry systems can enhance members' or member organizations' ability to route and
execute orders, errors resulting from their use can result in increased market volatility and significant financial
risk and exposure to members and member organizations. Accordingly, all electronic order entry systems
must have written internal control and supervisory procedures, regardless of whether the member or member
organization is utilizing its own proprietary system or that of an outside vendor.

Electronic order entry systems, should, at a minimum, incorporate the following features: 1) controls that limit
use of the system to authorized persons/parties, 2) checks for validation of order accuracy, 3) established
limits and/or order prohibitors, to prevent orders exceeding preset credit and order size parameters from
being transmitted for execution, and 4) controls that monitor for duplication/retransmission of orders
previously transmitted for execution. When members or member organizations use a vendor's order entry
system, it is incumbent upon the member or member organization to ensure that the system has the requisite
controls in place and that the vendor's system complies with all Exchange audit trail requirements, including
Front End Systemic Capture (“FESC”) as required by Rule 123(e).

PROBLEMS RESULTING FROM SYSTEMS MAINTENANCE

Several of the recent errors occurred as the direct result of systems maintenance. Members and member
organizations must ensure that when software maintenance is being performed on their own electronic
order entry systems that safeguards are in place to prevent the inadvertent disabling of such systems or any
automated messaging systems that are used to alert firms as to problems with their order entry systems.
Further, such systems should be separated so that when maintenance is performed on one system it does
not impact or disable the other system. Similarly, members and member organizations are responsible to
ensure that such safeguards are in place for order entry systems of vendors or otherwise provided to or
utilized by correspondents and other third parties.

IMPROPER TESTING OF SYSTEMS PROHIBITED

The Exchange has recently become aware of instances where members and member organizations test their
systems' connectivity to the Exchange's systems by sending what purports to be an actual order, but one not
executable because of its terms (for example, sending an order to buy or sell 100 shares of a stock at $1,
when the stock is trading well outside that price), and immediately sending a cancellation of the order.
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Any test of a member's or member organization's system connectivity to the Exchange must be performed
using the appropriate established testing procedures. Test messages should be clearly denoted as such and
should not be sent in the guise of an actual order.

PERMITTING USE BY CORRESPONDENTS AND OTHERS

Before a member or member organization grants correspondents or other parties, pursuant to carrying,
clearing or other arrangements, access to its (or a vendor's) electronic order routing system, it must ensure
that reasonable written control and supervisory procedures (that must include at a minimum the four features
enumerated under the subhead “System Controls Mandatory” on page one of this Memo) are in place, and
must obtain and maintain as part of its books and records a copy of such correspondent's written control
procedures as well as a written undertaking from the correspondent that it will abide by such procedures. In
addition, the correspondent must provide the member or member organization with written notification of any
significant changes to such procedures. As an alternative, the carrying or clearing member organization itself
may establish the procedures by which a correspondent must abide and must obtain a written undertaking
from the correspondent that it will comply with such written procedures.

A member or member organization can also satisfy this requirement by using an electronic screen i.e., built-in
system checks, such as preset size and/or dollar limits, in its electronic order entry system.

DUE DILIGENCE OBLIGATIONS

Members and member organizations are also reminded of the requirements of Exchange Rule 405
(“Diligence as to Accounts”) also referred to as the “Know Your Customer” Rule, which provides, in part, that
members and member organizations must learn the essential facts relative to every customer and order. The
Rule's requirements are imposed on every customer order, regardless of the method or system used for their
receipt and transmission, including those routed via electronic trading systems.

Questions regarding this memo may be directed to your Finance Coordinator at the Exchange.

______________________________

Salvatore Pallante

Executive Vice President

Attachments

NYSE Regulation

Information Memo

Market Surveillance

NYSE Regulation, Inc.

11 Wall Street

New York, NY 10005

nyse.com

Number 07-60

June 29, 2007

ATTENTION: CHIEF EXECUTIVE OFFICER, CHIEF OPERATIONS OFFICER, LEGAL AND COMPLIANCE
DEPARTMENTS
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TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ODD-LOT ORDER REQUIREMENTS

*** Please Show to Your Compliance Officer ***

I. Purpose

The purpose of this Information Memo is to remind all members and member organizations of the NYSE
requirements governing use of the odd-lot system remain in effect and that odd-lot order activity must comply
with these requirements. Firms are warned that use of the odd-lot system in ways that are inconsistent with
traditional odd-lot investment activity is prohibited and violations will be pursued by the relevant regulatory
authority, including NYSE Regulation.

II. Background

The NYSE odd-lot system is intended to afford customers of members and member organizations an
inexpensive and efficient order execution system compatible with traditional odd-lot investing practices of
smaller individual, retail investors. NYSE Rules 124 and 411(b) set forth procedures and requirements for
the proper execution and processing of odd-lot orders. From the inception of the NYSE odd-lot system, the
NYSE has required that the odd-lot system not be used as a professional trading vehicle, except as otherwise
provided in this Memo. For purposes of this Memo, a professional trading vehicle includes trading strategies
by professionals that would result in more than an incidental use of the odd-lot system.

III. Odd-Lot Order Handling and Prohibited Trading Practices

Use of the odd-lot system in ways that are inconsistent with traditional odd-lot investment activity or order
entry practices that are intended to circumvent the round lot market constitute abuses of the odd-lot system
and are prohibited. For example, members and member organizations are not permitted to engage in the
following conduct:

• Unbundling market or limit round-lots for the purpose of entering odd-lot orders in comparable
amounts;

• Failing to aggregate odd-lot orders into round-lots when such orders are for the same account or for
various accounts in which there is a common monetary interest/beneficial ownership interest (note
that the requirement to aggregate such orders applies to both market and limit orders);

• Entering both buy and sell odd-lot limit orders in the same stock before one of the orders is
executed, for the purpose of capturing the “spread” in the stock;

• Effecting prearranged or wash sales in odd-lots, which are trades in which an offer to buy is coupled
with an offer to sell back at the same or an advanced price (or the reverse). These trades are
violative because they are not actually exposed to the risk of the market. Whether a transaction
presents “market risk” is a facts and circumstances determination. As a general matter, however, in
order to be considered at the risk of the market, at the time of the first transaction there can be no
guarantee or assurance of the price of the second transaction. In addition, the time period between
the two transactions would not of itself determine whether the trading had been effected at the risk
of the market Rather, such factors as the liquidity of the security and volume must be considered.
Prearranged or wash sales in odd-lots or partial round lots (“PRLs”) should not be used to create
a false or misleading appearance of more actual or apparent active trading in such security. Such
activity would violate SEC and NYSE anti-manipulation and anti-fraud rules, and other NYSE rules
including but not limited to just and equitable principals of trade and good business practices.

• Effecting prearranged or wash sales in the round-lot portion of a PRL for the purpose of effecting an
execution of the odd-lot portion of the PRL with no market risk and at a more favorable price than
market conditions would have otherwise permitted. For example, when the quote in XYZ is .05 - .15,
a customer simultaneously bids .06 for 199 shares and offers 100 shares at .06. This would cause
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100 shares to execute at .06 (this would be a prohibited wash sale), which would in turn force the
specialist to sell to the customer the remaining 99 shares at .06, thereby generating a riskless odd-
lot trade at a better price for the odd-lot than the market at the time would have provided.

• Other types of trading activity in odd-lot orders or in PRLs that is not consistent with traditional odd-
lot investment activity, including index arbitrage, certain types of program trading, security classes
not usually involved in program trading (e.g., REITs, certain narrowly based structure products,
etc.), or any pattern of activity that would suggest day trading or is otherwise clearly suspicious
because it is inconsistent with traditional odd-lot investment activity.

It is also prohibited to enter a round-lot order to create a favorable execution price for odd-lot market or limit
orders pending execution in the odd-lot system.

Odd-lot limit orders may be entered as part of a program trade, provided such orders in the aggregate
constitute a relatively small part of the overall program. For example, the NYSE would consider a program
consisting primarily of odd-lot orders to be presumptively violative of NYSE Rules and policies since the use
of the odd-lot system would not be a “relatively small part” of the overall program.

In determining whether trading involving odd-lots is violative, NYSE Regulation will consider, among other
factors, whether a strategy appears to intentionally utilize odd-lots for the purpose of accessing volume that
would not be available in the round-lot market. Accordingly, NYSE Regulation will consider whether a strategy
appears to be contingent on the use of odd-lots as opposed to round-lots, or seems to be structured in terms
of the size or timing of the orders so that an inappropriate large number of odd lot orders results. The conduct
described above, in addition to the above cited rules, constitutes conduct inconsistent with just and equitable
principles of trade and possible violations of federal securities laws and will result in disciplinary action by
NYSE Regulation.

IV. Supervision

a. Supervision of Sponsored Participants

Members and member organizations must establish and enforce appropriate internal systems and controls to
monitor odd-lot activity by customers, whether the order is entered by the firm or whether the order is entered
by the customer directly using the firm's electronic order routing systems. Before granting access to its (or a
vendor's) electronic order routing system to correspondents or other parties pursuant to carrying, clearing, or
other arrangements, the member or member organization must assure that that such correspondents or other
sponsored participants has adequate policies and procedures, written controls and supervisory procedures,
and surveillances in place that are reasonably designed to detect improper activity and enforce compliance
with SEC and NYSE rules. Member firms' supervisory systems must be designed to assure compliance with
NYSE and SEC rules, and to monitor for inappropriate and manipulative conduct by their customers. At a very
minimum, NYSE Regulation expects member firms to have policies, procedures, systems and controls, and
surveillances to contemporaneously detect and deter the violations of NYSE and SEC rules, including but not
limited to, the practices outlined above.

In this regard, members and member organizations are reminded that in addition to their regular supervisory
duties under NYSE Rule 342, they also have an obligation under NYSE Rule 405 (the so-called “Know Your
Customer” rule), to use due diligence to learn the essential facts relative to every customer and every order.
The Rule's requirements apply to every customer order routed through electronic trading systems, including
the NYSE's odd-lot order service. For further information on requirements for electronic transmission of
orders, please refer to Information Memo 02-48.

Members and member organizations are responsible for all order activity effected through the use of their
own or their vendors' electronic order routing systems. Firms who fail to adequately monitor for compliance by
their customers may be subject to formal disciplinary action, including fines or the suspension or termination
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of its ability to enter odd lot orders or sponsor customers entering odd lot orders over its electronic order

routing systems or other regulatory sanction as appropriate. 1 

b. Books and Records

All members and member organizations are reminded of their continuing obligation to accurately record
account type information in their audit trail reporting in accordance with NYSE Rule 130(d), and should be
aware that their obligation to provide accurate account type information in reporting program trading extends
to the incidental odd-lot portions of a program; failure to properly provide account type information may result
in disciplinary action against the firm. Therefore, members are advised to be especially diligent in their efforts
to ensure the accuracy of program trading-related audit trail information.

V. NYSE Regulation Staff Contacts

Questions concerning this Information Memo should be addressed to:

Clare F. Saperstein, Principal Rule Counsel, Market Surveillance, at (212) 656-2355

Douglas Witter, Senior Special Counsel, Market Surveillance, at (212) 656-4875

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
Booth in the EBR. Questions that are not time sensitive may also be submitted to Ask Market Surveillance.
(For information about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3, which
was issued on January 30, 2006, if you or your firm is not already a subscriber.)

______________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Information Memo

Market Surveillance

NYSE

New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

Number 95-28

July 10, 1995

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Positioning to Facilitate Customer Orders

The purpose of this memorandum is to present the Exchange's view of various trading strategies employed
by member organizations to facilitate customer stock or program orders. Although it is not possible to provide
an all-inclusive discussion of these strategies, the Exchange believes it is important to describe the kind of
activity which would be inconsistent with just and equitable principles of trade.

A member organization “A” commits to sell (buy) securities after the close to (from) a customer at the closing
price on the Exchange. To position itself to facilitate this transaction, “A” buys (sells) the stock(s) throughout
the day in a proprietary account, assuming the risk of the market. In order to reduce the risk of the proprietary
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position it is assuming during the day, “A” leaves a portion of the position to be executed at the close. If
the size of the transaction(s) “A” intends to execute at the close can reasonably be expected to impact the
closing price(s), “A” should not buy (sell) any stock related to that position near the close. (“A” would not be
precluded from entering proprietary market-on-close orders for execution in the closing transaction, if “A”
is not representing any proprietary orders near the closing transaction). What constitutes “near the close”
depends upon the degree of risk which can reasonably be attributed to the position established by that trade
versus the reasonably anticipated impact the trade at the close will have on the closing price. While each
situation may be unique, depending upon the size of the transaction and the liquidity of the stock, generally
traded executed after 3:40 p.m. would be considered “near the close.” Engaging in such transactions for
the firm's proprietary account would be conducted inconsistent with just and equitable principles of trade.
However, “A” would not be precluded from executing the customer's order on an agency basis at any time,
including at or near the close. It should be recognized, however, that this does not preclude the Exchange
from determining that such activity may be a violation of the anti-manipulative provisions of the Securities
Exchange Act of 1934 or Exchange rules.

Similarly, intra-day, it would be conduct inconsistent with just and equitable principles of trade for a member
organization to effect any transactions in a stock while knowing of the imminent execution of a block, in order
to subsequently liquidate the position by (over) participating on the contra-side of the block transaction. For
example, if “A” knows a block will be bought one-quarter of a point up from the current market, “A” should not
buy stock to subsequently sell into the block transaction at the higher price.

In addition, it would be conduct inconsistent with just and equitable principles of trade for any person to
disclose to any other person trading strategies or customers' orders for the purpose of that person taking
advantage of the information for personal benefit or for the benefit of the member organization. This does not,
however, preclude a member organization from soliciting interest to trade with the contra side of a block in the
normal course of engaging in block facilitation activities.

Member organizations are required to establish and maintain procedures reasonably designed to review
facilitation activities for compliance with Exchange rules and federal securities laws. Member organizations
must ensure that trading strategies engaged in by their proprietary traders to facilitate customers' orders
have an economic basis and are not engaged in to mark the closing price or to mark the value of a position.
In addition, before any at-the-close customer order is transmitted to the Floor, the member organization
accepting the order must exercise due diligence to learn the essential facts relative to the order, including
the purpose and propriety of the at-the-close instructions, particularly when it has knowledge of other orders
executed for the customer's account during the day.

Questions regarding the above may be directed to Agnes Gautier at (212) 656-4608.

______________________________

Robert J. McSweeney

Senior Vice President

NYSE

Date: January 30, 2006

To: All Member, Member Organizations, Legal and Compliance Officers

From: Market Surveillance Division

Re: “ASK MARKET SURVEILLANCE” - NEW SOFTWARE SYSTEM BEING RELEASED MID-FEBRUARY,
2006

NYSE Regulation is pleased to announce the release of “Ask Market Surveillance”, a computer-based legal
research tool. The software application, which will be made available to Floor members and Floor member
organizations (and their Floor staff and Legal and Compliance Departments), will be available beginning in
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mid-February, 2006. Details on signing up and gaining access to Ask Market Surveillance begin on Page 2 of
this Member Education Bulletin.

Ask Market Surveillance is an exciting new tool that combines two principal capabilities into one application:

• Easily and efficiently locate online interpretive guidance on NYSE trading rules; and
• Request targeted interpretive guidance directly from NYSE Regulation's Market Surveillance

Division.

Find Interpretive Guidance Quickly and Easily

To assist in locating relevant material, Ask Market Surveillance offers users a powerful search engine that
simultaneously combs the various published interpretive materials maintained by the Exchange including:

• Constitution and Rules
• Information Memos
• Member Education Bulletins
• Floor Official Manual
• Hearing Panel Decisions
• Previously-asked Questions and Answers.

Relevant search results are returned in an easy-to-navigate table format To view a document users simply
click on items in the results list. Documents can be printed directly from the system to any of the users'
attached or networked printers.

If the original search results are too broad, the application lets users drill down within those results to locate
more specific items. The system will save the users' search parameters so that users can easily re-run
previous searches with a single click.

Pose Interpretive Questions to Market Surveillance Division Staff

Not every interpretive question can be answered by existing interpretive materials. That's why Ask Market
Surveillance permits users to submit interpretive questions to Market Surveillance Division staff, who will
research them and provide answers as quickly as possible. The turnaround time for any particular request will
vary depending on the complexity of the question.

Questions that are posed and responded to in the system may be published in the Ask Market Surveillance
databass as a way to make the information available to all users online. Information that could identify
submitters or their affiliations will be removed before questions and answers are published.

Please note that because answers cannot be provided in real time, users should continue to bring time-
sensitive questions directly to Market Surveillance Division personnel in person on the Floor or via telephone.
Staff will work with the user to find a more immediate answer, which may then be entered into Ask Market
Surveillance by the responding staff person.

Other Key Features of Ask Market Surveillance

Ask Market Surveillance incorporates a number of additional features that make it easy to use.

• “Hot Topics”: Through its “Hot Topics” feature, Ask Market Surveillance can help users keep abreast
of new and amended rules, recent publications by the Market Surveillance Division and questions
frequently raised with the Division.

• Email Notifications: Users don't need to manually check the status of their inquiries - instead, the
system will generate emails to users letting them know when their questions have been answered,
or inviting them to provide additional information necessary to answer a question.

• Special Notices: When users log on, Ask Market Surveillance presents an initial window that will
alert them to new developments, the addition of new “Hot Topics” and other system news.
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• Availability from the Floor: Member Organizations who have access to the Electronic Filing Platform
(EFP) from the Floor will be able to access Ask Market Surveillance directly from the Floor.

• Availability from Upstairs Compliance Offices: Access to Ask Market Surveillance will be
via the internet-based EFP, to which most member organizations already have access.
Questions regarding the EFP should be directed to Harry Mousmoules at (212) 656-4337 or
hmousmoules@nyse.com.

Signing Up for Ask Market Surveillance

Members and Member organizations who are interested in signing up for Ask Market Surveillance are asked
to follow the procedure described below.

1. Designate a single point-of-contact. In order to facilitate the signing up of new accounts, we ask that
the chief compliance officers at member organizations identify eligible staff (i.e., Floor personnel and
legal and compliance personnel involved in Floor-related activities) who should have access to Ask
Market Surveillance.

The chief compliance officer or a designated individual will be responsible for certifying that users
are eligible participants, and for keeping all user information up-to-date.

2. Register your organization's users. The chief compliance officer or a designated individual
should provide a list of persons (first name and last name) approved by the member or member
organization to use the system, along with each individual's business e-mail address to
askmarketsurveillance@nyse.com. Please note that only the designated point person will be able
to set up new accounts for that member organization. As noted above, at the outset, Ask Market
Surveillance is intended for personnel whose functions are related to trading on the Floor of the
Exchange, and we request that only those individuals be registered as users. Once the account has
been activated, the individual users will be advised by e-mail.

Using Ask Market Surveillance

Ask Market Surveillance was designed to be an intuitive system so that users can begin using the system
without formal training. New users will receive a “Quick Reference Card” via email when they are registered,
which should answer most questions that they may have. The Quick Reference Card will also direct users on
how to obtain additional assistance if necessary.

Members and member organizations are reminded that Ask Market Surveillance is Intended to provide rule
interpretation guidance only from NYSE Regulation's Market Surveillance Division. We will make every effort
to route non-Market Surveillance questions to the appropriate Exchange staff for resolution.

To facilitate the process of responding to inquiries, we ask that questions sent to Ask Market Surveillance
be reasonably focused and provide all information necessary to answer the question. If a question is
incomplete or unclear, a Market Surveillance staff person may find it necessary to reach out to a user for
more information or clarification, which will delay your response. In the event that clarifications are required,
users will receive an e-mail from the system. For your convenience, the email will contain a clickable link to
the relevant screen on the system.

General Contacts

If you have questions about Ask Market Surveillance, please direct them to:

Question regarding system functionality and database content:

Daniel Labovitz, Director, Market Surveillance, (212) 656-2081; or

Carol Krusik, Director. Market Surveillance, (212) 656-4597

Questions regarding signing up for Ask Market Surveillance:
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Wendy Lugo, Analyst, Market Surveillance, (212) 656-5819

______________________________

Robert A. Marchman

Executive Vice President

Market Surveillance Division

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See also NYSE and NYSE Amex Equities Rule 123C(7) for Expiration Day auxiliary procedures for the
integration of orders related to expiring index contracts into the Exchanges' opening procedures.

2  See Section IV. D. of this memo for more information on NYSE and NYSE Amex Equities Rule 123C(8).
3  See Section IV. B. of this memo for more information.
4  In the event of a regulatory halt effective at 3:40 p.m. or later, MOC/LOC orders may be entered (on

either side of the market) or canceled up to 3:50 p.m. or until the stock reopens, whichever occurs first.
See NYSE and NYSE Amex Equities Rules 123C(1) and (2).

5  Imbalance publications include both MOC and marketable LOC orders (based on the last sale price at
the time the publication is made). See NYSE and NYSE Amex Equities Rule 123C(5).

6  Floor Official approvals to publish informational imbalances should be recorded on the Floor Official
Approval form under Item 12 ("Consultation/Other"). Members should state the proposed imbalance
information and note any other relevant information (e.g. ADTV, size, degree of impact) in connection
with the request.

7  For more information on how the reference price is determined, see NYSE and NYSE Amex Equities
Rule 123C(6)(c).

8  See NYSE Information Memo 2009-05 (February 4, 2009) (attached), describing changes to NYSE and
NYSE Amex Equities Rules 116.40 and 123C(3) and the printing of the closing transaction. Members
and member organizations are reminded that, when arranging the Close, they may not use the Display
Book system in an inappropriate manner designed to discover information about unelected stop
orders. In addition, the NYSE has temporarily suspended the provisions of NYSE Rules 116 and 123C
pertaining to single print closings and will not require a single closing print for a closing transaction that
exceeds 99,999,999 shares. See SR-NYSE-2009-122 (filed on 12/4/2009).

1  NYSE Regulation has recently imposed formal disciplinary sanctions and significant fines for odd-lot
trading violations, which are described in Hearing Panel Decisions 07-10, 06-160, 06-171, and 06-192
and posted on NYSE.com.
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November 16, 2009

   TO: ALL NYSE AND NYSE AMEX EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: USE OF PERSONAL PORTABLE OR WIRELESS COMMUNICATION DEVICES UNDER NYSE
AND NYSE AMEX EQUITIES RULE 36

I. Purpose

The purpose of this Information Memo is to advise members and member organizations that, effective
on November 10, 2009, New York Stock Exchange LLC (“NYSE”) and NYSE Amex LLC (“NYSE Amex”)
(collectively herein, the “Exchanges”) amended NYSE and NYSE Amex Equities Rule 36.23 to permit
members and member firm employees to use personal portable or wireless communications devices outside
the turnstiles or card swipe doors to the Main Room, the Garage and other restricted access areas.

II. Background

NYSE and NYSE Amex Equities Rule 36 generally prohibits members and member organizations from
establishing or maintaining any telephonic or electronic communication, including the usage of any portable
or wireless communication devices (i.e. cellular phone, wireless pager, BlackBerry TM, etc.), between the
Floor and any other location without prior approval by the Exchanges. This includes all portable or wireless

communication devices other than Exchange authorized Floor broker wireless devices. 1 

III. Changes to the Policy Governing the Use of Personal Portable or Wireless
Communications Devices

The Exchanges amended NYSE and NYSE Amex Equities Rule 36.23 to permit members and member firm
employees to use personal portable or wireless communications devices in certain areas outside the NYSE
and NYSE Amex Equities Trading Floors.

Members and member firm employees may use their personal communications devices outside the turnstiles
and card swipe doors to the Main Room and the Garage, as well as in the hallways, stairwells, lobbies or
members-only areas of the Exchanges' premises that are adjacent to the NYSE, NYSE Amex Equities and

NYSE Amex Options Trading Floors. 2   Specifically, such usage is permitted only in the lobby areas of the
Exchanges' facilities at 11 Wall Street, 6 and 18 New Street, and 2, 12, 18 and 20 Broad Street, as well as in
the corridor in front of the interior elevator bank inside of 18 Broad Street.

Such usage must be consistent with all other NYSE and NYSE Amex Equities Rules and/or federal securities
laws, including, but not limited to, the requirements of Securities Exchange Act Release Nos. 33-7288 and
34-37182, concerning the “Use of Electronic Media by Broker-Dealers, Transfer Agents, and Investment

Advisers for Delivery of Information.” 3 

IV. Staff Contacts

Questions about the rule changes or the policies governing the use of personal portable or wireless
communication devices may be addressed to:

Deanna Logan, Managing Director, NYSE Regulation, Inc., at (212) 656-2389; or Jason Harman,
Consultant, NYSE Regulation, Inc., at (212) 656-2661.
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Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
Booth in the EBR. Questions that are not time sensitive may also be submitted to Ask Market Surveillance. If
you or your firm are not already a subscriber to the Ask Market Surveillance system, please refer to Member
Education Bulletin 2006-3 (January 30, 2006) for more information.

___________________________

NYSE Regulation, Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Floor brokers may not, however, use Exchange authorized and issued devices on the NYSE Amex
Options Trading Floor (i.e. in the Blue Rooms). 1 See NYSE and NYSE Amex Equities Rule 36,
Supplementary Material .20 - .23.

2  Please note that the NYSE Amex Options Trading Floor is within the restricted access perimeter
that encompasses the NYSE and NYSE Amex Trading Floors and thus members and member firm
employees are not permitted to use portable or wireless communication devices on the NYSE Amex
Options Trading Floor. In addition, while the NYSE Amex Options Rules permit NYSE Amex Options
members to use personal communications devices on the NYSE Amex Options Trading Floor, those
rules prohibit NYSE Amex Options members from using those devices on the NYSE or NYSE Amex
Equities Trading Floors. See NYSE Amex Options Rule 902NY.

3  See Securities Exchange Act Release Nos. 33-7288 and 34-37182 (May 9, 1996), 61 FR 24643 (May
15, 1996) (S7-13-96). See also FINRA Regulatory Notice 2007-59 (December 7, 2007), concerning the
supervision of electronic communications.
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November 9, 2009

   TO: NYSE AMEX MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Financial Regulation Reports - Due Dates and Instructions for the Timely Filing of FOCUS, Net
Capital and Equity Computations, ITSFEA and Other Reports

NYSE Amex, LLC (“NYSE Amex”) is issuing this notice to remind members designated to NYSE Amex

for financial responsibility purposes 1   of (1) due dates for certain filings with FINRA's Risk Oversight &
Operational Regulation Financial Regulation Department (“FRD”), (2) how to request an extension of time to
file, and (3) what happens when reports are not filed on a timely basis.

2010 Filing Dates

Periodic financial filings, such as quarterly FOCUS Reports, Net Capital Computations and Equity
Computations are due no later than the 17th business day of the month following the end of the reporting
period. The 17th business day of each month in 2010 is noted below:

 

Jan. 27 July 26
 

Feb. 24 Aug. 24
 

March 23 Sept. 24
 

April 26 Oct. 25
 

May 25 Nov. 23
 

June 23 Dec. 23
 

The quarterly due dates for 2010 are noted below:
 

March 31, 2010 FOCUS Reports Due April 26, 2010
 

June 30, 2010 FOCUS Reports Due July 26, 2010
 

September 30, 2010 FOCUS Reports Due October 25, 2010
 

December 31, 2010 FOCUS Reports Due January 26, 2011
 

All FOCUS Reports, including Schedule I, must be filed electronically through the FINRA Web Form filings
system.

ITSFEA (Insider Trading and Securities Fraud Enforcement Act) Reports 1 and 2 (attached) are due at the
same time as the year-end FOCUS Reports, January 27, 2010, for all filers. The forms should be filed directly
with FRD.

SIPC assessments are due on January 30 each year, and for newly registered brokerdealers, not later than
30 days after registration. Checks in payment of the assessment should be made out to SIPC and delivered
to SIPC at the following address:

805 15 th Street, N.W. STE 800

Washington DC, 20005-2215

Annual Filing of Audited Financial Statements - Please refer to NYSE Amex Information Memo 09-51 for
guidance on Audited Financial Statements.

Extensions of Time
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Members are expected to file all reports on a timely basis. Failure to file on a timely basis will subject a
member to disciplinary action, including, but not limited to, a fine in accordance with the Exchange's
minor rule violations plan, unless an extension has been granted (see below). FRD generally considers
a filing to be made on the date it is actually received by FRD. In the case of filings delivered through the
mail, however, FRD considers a filing to be made as of the date postmarked, in the case of the U.S. Postal
Service, or as of the business day immediately prior to FRD's receipt, in the case of commercial vendors,
such as Federal Express, UPS, or the like.

A filing extension may be obtained for good cause. 2   Extension requests must be made in writing
by the member or member firm (not the firm's accountant) and received by FRD before 5 p.m. on
the due date of the filing. Requests should include the reason for the extension, the number of days
requested, which should not exceed ten business days, and should state whether or not the member is
in compliance with all applicable SEC and Exchange financial responsibility rules. Please note that the
member's compliance status and history as well as any pattern of requests will be taken into consideration by
FRD in determining whether or not to approve any extension request.

Extension requests should be sent to FRD by e-mail addressed to felice.panico@finra.org with a cc: to
robert.devine@finra.org or by facsimile at 646-315-8773. Requests may also be made by hand at FRD's
offices, 20 Broad Street, 22 nd Floor, NY, NY 10005. Under exceptional circumstances, extension requests
may also be made by telephone to Robert J. Devine, Director, FRD (646-315-8765) or Carl Bayer, Associate
Director, FRD (646-315-8764).

Questions concerning topics in this Notice should be directed to FRD staff or Robert J. Devine, Director,
FINRA Risk Oversight & Operational Regulation Financial Regulation Department, at 646-315-8765 or by e-
mail to robert.devine@finra.org.

____________________________

Claudia Crowley

Senior Vice President & Chief Of Staff

NYSE Regulation

Attachments

ITSFEA Form 1

YEAR END: ____________________

Identification of Securities Accounts For

(Name of Broker-Dealer)

Instructions

Please list each securities account in which each associated person of the above named: (1) has a direct
or indirect financial interest, or (2) makes investment decisions. Please provide this information for each
person who was associated with your firm at any time during the preceding year. In addition, if any associated
person, or other person in whose account an associated person has a direct or indirect financial interest
or over whose account an associated person makes investment decisions, is: (1) an officer or director of a
company whose shares are publicly traded, or (2) the owner of 10% or more of any class of equity security in
a company whose shares are publicly traded, that relationship and the name of the company should be noted
on the “corporate insider” column of the schedule.

This form must be filed with the member's or member organization's year-end FOCUS Report (Form
X-17A-5).
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Name of
Associated Person

Responsibilities
at Firm Account Name

Account
Number

Name of
Broker Carrying
Account

Corporate
Insider: yes/no
Company Name

 

ITSFEA Form 2

YEAR END: _________________________

Certification of Compliance For

(Name of Broker-Dealer)

Instructions

This Form should be completed by the senior officer, partner or sole proprietor responsible for ensuring that
ITSFEA Compliance Procedures are followed. This certification must be filed with the member's or member
organization's year-end FOCUS Report (Form X-17A-5).

The undersigned states and certifies as follows:

The above named broker-dealer has established written procedures reasonably designed, taking into
consideration the nature of its business, to prevent the misuse of material non-public information by the
above named broker-dealer or by persons associated with it.

“I, my designees or the senior supervisor(s) responsible for particular activities have reviewed the
above named broker-dealer's proprietary and/or error account(s) and the securities accounts of
persons associated with it as required by the firm's written procedures.

“Based upon my assessment of the adequacy of those procedures and of the diligence of persons
carrying out those procedures (except as to securities transactions involving the possible misuse of
non-public information which already have been reported to the Exchange), I have no reasonable
cause to believe that any person associated with this broker-dealer has misused material non-public
information.”

Print your name: ______________________________

Title: ______________________________

Signature: ______________________________

Date: ______________________________

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Those NYSE Amex members designated to FINRA or another SRO for financial responsibility purposes
may wish to consult such SRO on the applicable rules and requirements for submitting annual audited
financial statements to that organization.

2  The Exchange is not authorized to grant extensions to pay SIPC assessments.
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November 5, 2009

   TO: NYSE AMEX MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Reminder: Annual Filing of Audited Financial Statements Pursuant to Securities Exchange Act
Rule 17a-5

NYSE Amex, LLC (“NYSE Amex”) is issuing this notice to remind members designated to NYSE Amex

for financial responsibility purposes 1   of the annual audited financial statements requirement (“Filing

Requirement”) of Securities Exchange Act Rule 17a-5(d). 2   This Filing Requirement does not apply to:

• A broker or dealer which is a member of a national securities exchange and has transacted a business in
securities solely with or for other members of a national securities exchange; and

• has not carried any margin account, credit balance or security for any person who is defined as a “customer”
in paragraph (c)(4) of Rule 17a-5.

Members who satisfy both these conditions may, nevertheless, be subject to the Filing Requirement if they

engage in off-floor transactions that are not directly related to their primary on-floor business. 3 

Please Note: If you are subject to the Filing Requirement on or before December 1, 2009, you will need
to engage an independent public accountant to conduct your annual audit for the following year, and file
a statement with the Securities and Exchange Commission (“SEC”) by December 10, 2009 indicating the
existence of the agreement with such accountant.

An overview of the Filing Requirement is described below.

Subpart (d)(i) of Rule 17a-5(d) sets forth the general requirement that every broker or dealer file annually,
on a calendar or fiscal year basis, a report which shall be audited by an independent public accountant
registered with the Public Company Accounting Oversight Board (PCAOB).

Designation of Accountant – Rule 17a-5(f)(2) Notice

Every broker or dealer required to file an annual audit report is also required to file, no later than December
10 of each year, a statement that indicates the existence of an agreement dated no later than December
1, with an independent public accountant covering a contractual commitment to conduct the broker's or
dealer's annual audit during the following calendar year. The statement should be filed with the Securities and
Exchange Commission (“SEC”) in Washington, DC, the regional or district office of the SEC for the region or
district where the broker or dealer has its principal place of business and the principal office of the designated
examining authority for such broker or dealer.

The agreement may be of a continuing nature, providing for successive yearly audits, in which case no further
filing is required. If the agreement is for a single audit, or if the continuing agreement previously filed has been
terminated or amended, a new statement must be filed each year by the required date.

The statement shall be headed Notice pursuant to Rule 17a-5(f)(2) and shall contain the following
information:

• Name, address, telephone number and registration number of the broker or dealer;

• Name, address and telephone number of the accounting firm; and

• The audit date of the broker or dealer for the year covered by the agreement.
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Filing Due Date for Annual Audit Report

The annual audit report must be filed not more than 60 calendar days after the date of the financial
statements. For members reporting on a calendar year basis the next filing due date will be March 1, 2010.

The annual audit report must be filed at the regional or district office of the SEC for the region or district in
which the broker or dealer has its principal place of business, the SEC's principal office in Washington, D.C.
and the principal office of the designated examining authority for the broker or dealer. Copies thereof are also
to be provided to all self-regulatory organizations of which the broker or dealer is a member.

Audit Extension Requests

Member firms that need to request an extension of time for filing of the annual audit report should make a
written request to the Financial Regulation Department. The request should be signed by the Chief Financial
Officer, Chief Executive Officer or Managing Partner of the member firm. The extension request should be
made at least 10 business days prior to the audit due date and provide the following information:

• the amount of time requested on the extension;

• the specific reason(s) the extension is being requested; and

• a letter from the member firm's outside independent auditor in which the auditor states whether or not the
member is in compliance with SEC Rule 15c3-1, whether an unqualified opinion is expected to be issued and
whether or not there are material inadequacies and/or books and records deficiencies.

This information will be taken into consideration in determining whether it is appropriate to grant an extension.

Any questions concerning this Notice may be directed to Robert J. Devine at 646-315-8765 or Carl Bayer at
646-315-8764 of FINRA's Risk Oversight & Operational Regulation, Financial Regulation Department.

___________________________

Claudia Crowley

Senior Vice President & Chief Of Staff

NYSE Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Those NYSE Amex members designated to FINRA or another SRO for financial responsibility purposes
may wish to consult such SRO on the applicable rules and requirements for submitting annual audited
financial statements to that organization.

2  This SEC rule can be found on the web at http://www.law.uc.edu/CCL/34ActRls/rule17a-5.html.
3  Floor members that engage in more than an occasional off-floor transaction that are not directly related

to their primary on-floor business (i.e., more than ten such transactions in any calendar year) must
comply with the annual Filing Requirement, unless such members limit their off-floor transactions that
are not directly related to their primary on-floor business to 25% of their total transactions.
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October 30, 2009

   TO: ALL NYSE AND NYSE AMEX EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Supervision of Trading in Proprietary, Employee and Employee-Related Securities and
Commodities Accounts

I. Purpose

NYSE Regulation is issuing this Information Memo to remind members and member organizations of, among
other things, the obligations under NYSE Rule 407 and NYSE Amex Equities Rule 407 (collectively “Rule
407”) as they relate to members, employees, and associated persons' trading in personal securities and
commodities accounts. In addition, this Information Memo reminds members and member organizations of
their related investigatory and reporting responsibilities under Rule 351(e).

II. Background

One of the long-standing purposes of Rule 407 is to require members and member firms to have robust
employee trading policies and related procedures so that firms (among other things) may deter and detect
violations of applicable Exchange rules and federal securities laws and regulations including, but not limited
to, insider trading, manipulative and deceptive devices (e.g., front running), and sales practice rules.

III. Requirements for Opening and Trading in Proprietary, Employee and Employee-Related
Securities and Commodities Accounts and Transactions

Rule 407 sets forth certain requirements that apply when a member or member organization maintains a
securities or commodities account for an employee, member or associated person of another member or
member organization or for an Exchange employee:

• Before opening any securities or commodities account in which another member, or employee
of another member organization, or an Exchange employee, is directly or indirectly interested, or
before first executing transactions in such accounts, a member or member organization must obtain
prior written consent from the member or member organization employer (or the Exchange).

• The member or member organization opening the account must arrange for duplicate confirmations
and monthly statements to be sent to the employer.

• Before opening or maintaining any securities or commodities account in which a member or
associated person of a member organization has a financial interest or the direct or indirect power
to make investment decisions, the member or associated person establishing or maintaining
the account must obtain written consent of another person designated by the initiating member
or member organization under NYSE and NYSE Amex Rules 342(b)(1). Similarly, before first
entering into any securities transaction in such account, the initiating member or associated person
must obtain written consent of another person designated by the initiating member or member
organization under NYSE and NYSE Amex Rules 342(b)(1). For purposes of the rule, the term
“another member or member organization” includes a domestic or foreign non-member broker-
dealer, investment advisor, bank, or other financial institution.

• Members or associated persons having accounts or executing transactions at another member
or member organization must also arrange for duplicate confirmations and statements (or their
equivalents) to be sent to the person that their own member organization designates under Rule
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342(b)(1) to review such accounts and transactions. The member or member organization employer

must periodically review any such accounts and transactions. 1 

IV. Supervision of Proprietary, Employee and Employee-Related Securities and Commodities
Accounts and Transactions

Members and member organizations must maintain reasonable and effective written supervisory policies and
procedures to monitor the opening of personal securities and commodities accounts maintained by members,
employees, and associated persons, as well as to monitor all transactions in such accounts. These policies
and procedures must include written procedures for pre-approving requests to open or effect a transaction in
such accounts. In addition, the policies and procedures must include steps for the periodically reviewing the
accounts and transactions pursuant to Rule 407 and NYSE and NYSE Amex Rule 342.21 (“Rule 342.21”).

Member organizations should note that, pursuant to Rule 342.21, they are specifically required to review
proprietary, employee and employee-related trading in a securities and commodities account. If a transaction
or series of transactions in such accounts indicates a possible violation of federal securities laws and rules
prohibiting insider trading and manipulative and deceptive devices, the member organization must conduct an
“internal investigation” of the transaction(s) and must report such internal investigation to the NYSE pursuant
to Rule 351(e). These steps are essential to effective compliance and monitoring of employee and related-
person trading. Accordingly, members and member organizations must maintain appropriate policies and
procedures designed to identify the particular potentially violative trades as to which members and member
organizations are required to conduct internal investigations.

Finally, members are reminded the Financial Industry Regulatory Authority (“FINRA”) has an active and
robust monitoring program in place to check for compliance with these rules and regularly conducts
examinations for compliance with the rules.

V. Staff Contacts

Questions concerning this memorandum may be addressed to:

Daniel Labovitz, Vice President, Office of General Counsel, at 212-656-2081

Clare Saperstein, Managing Director, Office of General Counsel, at 212-656-2355

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at
the OFSU Booth.

___________________________

NYSE Regulation, Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Rule 407.12 creates a limited carve out to the requirement related to duplicate confirmations and
statements as follows: "The requirement to send duplicate confirmations and statements shall not be
applicable to transactions in unit investment trusts and variable contracts or redeemable securities of
companies registered under the Investment Company Act of 1940, as amended, or to accounts which
are limited to transactions in such securities, or to Monthly Investment Plan type accounts, unless the
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member or member organization employer requests receipt of duplicate confirmations and statements of
such accounts."
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October 12, 2009

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: STREAMLINING OF MNEMONIC PERMISSIONING FOR AUTHORIZED USERS OF NYSE
MATCHPOINTsm (RULE 1500) AND NEW YORK BLOCK EXCHANGEsm (RULE 1600)

I. Purpose

The purpose of this Information Memo is to advise members and member organizations that effective October
15, 2009, NYSE will be streamlining the process for permissioning mnemonics for all authorized users of
NYSE MatchPointSM (“MatchPoint”) (Rule 1500) and the New York Block ExchangeSM (“NYBX”) (Rule
1600).

II. Background

All NYSE members, member organizations and Sponsored Participants of Sponsoring Member Organizations
(see Rule 123B.30 (Sponsored Access)) must be authorized by the Exchange before they can connect to
and access MatchPoint and/or NYBX. The connectivity authorization process requires the members and
member organizations to submit a completed NYSE and NYSE Amex Equity Product Connectivity Application
(“Connectivity Application”), which is then processed by NYSE Client Relationship Services and Regulatory
staff. Only members, member organizations and Sponsoring Member Organizations acting on behalf of their
Sponsored Participants may apply.

Among other things, the Connectivity Application requires the applicant to identify all the mnemonics the
applicant wishes to use for access to the MatchPoint and/or NYBX systems, including, if applicable, those
mnemonics that a Sponsored Participant wishes to use to access the facilities. When the applicant has
successfully completed the connectivity authorization process, the Exchange will authorize the applicant's
access to the facilities (“authorized user”) and electronically permission the mnemonics identified in
the Connectivity Application, including, if applicable, the mnemonics of a Sponsored Participant. Only
permissioned mnemonics are able to access the facilities; nonpermissioned mnemonics are hard blocked
from entering the facilities.

Under current policies, authorized users must submit a new Connectivity Application to the Exchange to
permission new or additional mnemonics, including, if applicable, new or additional mnemonics of their
Sponsored Participants. This additional Connectivity Application goes through the same process as the
original Connectivity Application.

III. Streamlined Mnemonic Permissioning for Authorized Users of MatchPoint and NYBX

In order to streamline the permissioning of mnemonics for authorized users of MatchPoint and NYBX,
including, if applicable, the mnemonics of their Sponsored Participants, effective October 15, 2009 the
Exchange will automatically permission all existing NYSE mnemonics of authorized users and, if applicable,
of their Sponsored Participants, to access MatchPoint and/or NYBX without having to identify all such
mnemonics on the Connectivity Application. As a result of this change, an authorized user's mnemonics that
were already permissioned to access NYSE trading systems when they became members, and updated
thereafter, will automatically be permissioned to access MatchPoint and/or NYBX. This process will include,
if applicable, the automatic updating of existing mnemonics of an authorized user's Sponsored Participants.
The Exchange will no longer require authorized users to identify the mnemonics they or their Sponsored
Participants intend to use to access MatchPoint and/or NYBX in the Connectivity Application.

Further, after October 15, 2009, an authorized user of MatchPoint and/or NYBX need not do anything in
this streamlining process to have new or additional mnemonics permissioned for access to MatchPoint and/
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or NYBX. The streamlining process will enable the Exchange to automatically update and permission, on
a monthly basis, such new and additional mnemonics for access to MatchPoint and/or NYBX. Therefore,
once an authorized user has obtained permission from the Exchange to submit new or additional mnemonics
for access to Exchange trading systems, such permissioning of the mnemonics will apply for access to
MatchPoint and NYBX as well. As a result of this change, an authorized user will no longer be required to
submit a new Connectivity Application each time the authorized user and/or their Sponsored Participant want
to utilize new or additional mnemonics for access to the facilities.

Please note that if an authorized user wishes to exclude certain mnemonics from access to
MatchPoint and/or NYBX, notice of such excluded mnemonics must be provided to Client
Relationship Services staff in an email by Wednesday, October 14, 2009. After October 14, 2009, an
authorized user must follow the same procedure and send an email to Client Relationship Services
any time such authorized user wishes to exclude a mnemonic from access to the facilities.

Prospective NYSE members and member organizations that wish to obtain access to MatchPoint and/or
NYBX will still be required to complete and submit all necessary documentation, including the Connectivity
Application and, if applicable, written Sponsorship Agreements and Consent Forms, and receive all
necessary approvals from the Exchange before they can access the facilities. Consistent with the streamlined
process described above, the applicant will not be required to identify those mnemonics in the Connectivity
Application that it wishes to utilize for access to MatchPoint and /or NYBX. Similarly, a Sponsoring Member
Organization will not have to identify in the Connectivity Application the mnemonics of its Sponsored
Participants. Once the authorization process has been successfully completed and the applicant receives
authorization to access MatchPoint and/or NYBX, the Exchange will automatically permission all of the
authorized users' mnemonics and, when applicable, its Sponsored Participants' existing mnemonics for
access to MatchPoint and/or NYBX. Similarly, any additional or newly created mnemonics of the authorized
user, and if applicable, of its Sponsored Participant, will be automatically updated and permissioned on a
monthly basis.

IV. Staff Contacts

Questions regarding access and trading on NYSE MatchPoint and NYBX should be directed to:

▪ NYSE MatchPoint: James Ross at (212) 656-2268 or jross@nyx.com or Andrew Frank at (212) 656-4377 or
afrank@nyx.com

▪ NYBX: Bob Hill at (312) 442-7023 or bhill@nyx.com

Questions regarding Connectivity Application Forms and written Sponsorship Agreements should be directed
to Client Relationship Services at 212.656.2085 or crs@nyx.com.

Questions pertaining to connectivity should be directed to Connectivity at 1.888.689.7739 (option 1) or
connectivity@nyx.com.

Regulatory questions regarding this Information Memo should be addressed to:

▪ Jean Walsh, Managing Director, Office of General Counsel, at (212) 656-4931.

___________________________

NYSE Regulation, Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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October 2, 2009

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: CLEARLY ERRONEOUS EXECUTIONS (CEE) RULE AND PROCEDURE CHANGES

I. Purpose

The purpose of this Information Memo is to advise members and member organizations that effective
Monday, October 5, 2009, in coordination with the other U.S. equities markets and pursuant to amended
NYSE and NYSE Amex Rule 128 (Clearly Erroneous Executions), NYSE and NYSE Amex will change its
procedures for requesting, reviewing, determining and remedying clearly erroneous executions.

II. Highlights of the New CEE Procedures:

• New industry protocol for requesting the review of clearly erroneous executions
• Revised timing parameters for submitting complaints and appeals of decisions to be considered for

clearly erroneous filings
• Revised required information for all eligible filings
• Revised numerical guidelines, thresholds and reference prices for determining clearly erroneous

executions
• Revised guidelines for volatile market opens
• Revised notification of counterparties and communications during periods of high volume of clearly

erroneous requests

Clearly Erroneous Review Requests

The new procedure requires members and member organizations to make all requests for review in writing
via email, except those members and member organizations that trade on the Floor of the Exchange. Floor
participants may continue to request reviews of CEEs in person on the Floor of the Exchange.

• All requests for review must be made within 30 minutes from the time of execution for orders initially
routed to and executed on NYSE or NYSE Amex.

• The request must include a minimum set of essential information (listed below).
• Requests for review of an “Outlier Filing,” as defined below, must be received within 60 minutes of

the execution timestamp.
• All requests for appeal of a clearly erroneous determination must be emailed to the Exchange within

30 minutes after the notification of the determination being appealed.

Review Requests must include the following information:

• Execution(s)
• Security symbol(s)
• Number of shares
• Price(s)
• Side (bought or sold)
• Factual basis for believing that the trade is clearly erroneous

Numerical Guidelines
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The Numerical Guidelines for CEEs have been revised to create clear standards for determining what may
constitute a clearly erroneous execution. These Numerical Guidelines represent a consensus approach
and were developed based on the collective experiences of a market-wide group, and will be implemented
in conjunction with the other U.S. equities markets. NYSE and NYSE Amex believe that the Thresholds
established are fair and appropriate, and apply evenly to all participants. Under the new Numerical Guidelines
a transaction executed during the regular trading hours or the after hours of the Exchange may be found to
be clearly erroneous only if the price of the transaction to buy is greater, or less in the case of a sale, then
the reference price by an amount that equals or exceeds the numerical guidelines for a particular transaction
category. Thus, an assertion by a firm that a mistake was made in entering an order or a quote, or that the
firm failed to pay attention to or update a quote, may not be sufficient to determine that a transaction was
clearly erroneous. NYSE and NYSE Amex will generally use the consolidated last sale as the Reference
Price to determine whether an execution is clearly erroneous. The execution time of the transaction under
review determines which Numerical Guideline is applied. The chart below outlines the details.

The Numerical Guidelines are as follows:
 

Reference Price:
Consolidated Last
Sale

Regular Trading Hours of the
Exchange Numerical
Guidelines (Subject
transaction's % difference from
the Consolidated Last Sale):

After Hours of the Exchange
Numerical Guidelines
(Subject transaction's %
difference from the
Consolidated Last Sale):

 

Greater than $0.00 up to and
including $25.00 10% 20%
 

Greater than $25.00 up to
and including $50.00 5% 10%
 

Greater than $50.00 3% 6%
 

Multi-Stock Event - Filings
involving five or more
securities by the same ETP
Holder will be aggregated
into a single filing

10% 10%

 

Leveraged ETF/ETN
securities

Regular Trading Hours of the
Exchange Numerical Guidelines
multiplied by the leverage
multiplier (e.g. 2x)

After Hours of the Exchange
Numerical Guidelines multiplied
by the leverage multiplier (e.g..
2x)

 

Additional Factors

An execution price may be outside the applicable threshold, but the NYSE and NYSE Amex may not be
required to declare such execution null and void or modify it as a clearly erroneous execution, as such
thresholds provide a minimum standard for review and not an automatic “break point.” The NYSE and NYSE
Amex may consider additional factors to determine whether an execution is clearly erroneous. These factors
include, but are not limited to, system malfunctions or disruptions, volume and volatility for the security,
derivative securities products that correspond to greater than 100% in the direction of a tracking index,
news released for the security, whether trading in the security was recently halted/resumed, whether the
security is an IPO, whether the security was subject to a stock-split, reorganization, or other corporate
action, overall market conditions, Opening and Late Session executions, validity of the consolidated tapes
trades and quotes, consideration of primary market indications, Depth Guidelines, Liquidity Replenishment
Points (“LRPs”) and executions inconsistent with the trading pattern in the stock. NYSE and NYSE Amex will
consider each additional factor with a view towards maintaining a fair and orderly market, the protection of
investors and the public interest.

Outlier Transactions
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An Outlier Transaction is executed at a price that meets the following parameters:

• Greater than three times the current Numerical Guidelines in effect at the time of execution, or
• Execution price breaches the 52-week high or 52-week low. In such cases, the Exchange may

consider additional factors as outlined in NYSE and NYSE Amex Rules 128

Volatile Market Opens

During a Volatile Market Open, NYSE and NYSE Amex may expand the Numerical Guidelines applicable to
transactions occurring between 9:30 a.m. and 10:00 a.m. based on the disseminated value of the S & P 500
Futures at 9:15 a.m. during a Volatile Market Open:

• When the S & P 500 Futures are up or down 3%, or up to but not including 5% at 9:15 a.m., the
Numerical Guidelines are doubled for executions occurring between 9:30 a.m. and 10:00 a.m.

• When the S & P 500 Futures are up or down 5% or greater at 9:15 a.m., the Numerical Guidelines
are tripled for executions occurring between 9:30 a.m. and 10:00 am.

Unusual Circumstances

In Unusual Circumstances and in order to maintain a fair and orderly market and protect investors and
public interest, NYSE and NYSE Amex may use a Reference Price other than the consolidated last sale to
determine whether a clearly erroneous execution has occurred. Unusual Circumstances can include periods
of extreme market volatility, sustained illiquidity, or widespread system issues. Other Reference Prices may
include the consolidated inside price, the consolidated opening price, the consolidated prior close, or the
consolidated last sale prior to a series of executions.

Joint Market Rulings

In circumstances that involve other markets NYSE and NYSE Amex could potentially use a different
Reference Price and/or Numerical Guideline. In these circumstances, the Reference Price would be
determined based on a consensus among the Exchanges where the executions occurred.

Notification of Parties

The Exchange will notify the counterparty to a trade upon receipt of a timely filed request for review that
satisfies the numerical guidelines set forth within the Rule. This eliminates the requirement that counterparties
be notified of every request for a ruling and instead requires notice only when a request is filed in a timely
manner and satisfies the Numerical Guidelines. This change alleviates the burden on the Exchange of
notifying the counterparties when a request for review does not merit a ruling to break the executions at issue.

Remedies for CEEs: “Bust” and “Adjust”

In the event an Officer of the Exchange or a senior level employee designee determines there is a clearly
erroneous execution, the Officer or a designee will effectuate the following remedies: (1) declare the
execution null and void or, (2) if such transaction occurred only on the Exchange and no contemporaneous
transaction(s) occurred on another market center(s) at a price that meets or exceeds the applicable
Numerical Guidelines and if the Exchange has no actual knowledge of a clearly erroneous execution review
of a contemporaneous transaction of the subject security on another market center, modify one or more of
the terms of the transaction to achieve an equitable rectification of the error that would place the parties in the
same position, or as close as possible to the same position that they would have been in, had the error not
occurred.

For purposes of a potential trade adjustment, a transaction will be considered to have been contemporaneous
if it was reported to the Consolidated Tape within a reasonable time frame of the transaction under review.
Such time frame shall be determined by the Officer at the time of the clearly erroneous determination based
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on the liquidity of the relevant security, but shall in no case be less than one (1) second before or after
the time of execution on the Exchange. In assessing whether there was a contemporaneous transaction
on another market center, the Exchange will consider the existence of any clearly erroneous review of
a transaction in the subject security on another market center of which it has actual knowledge, which
may be indicative that the transaction under review on such other market center was contemporaneous
with the transaction under review on the Exchange. However, the Exchange will not be required to initiate
communication with other market centers to determine the existence of any such review(s).

For the complete text of the rule please refer to NYSE and NYSE Amex Equities Rule 128, which will be in
effect on Monday, October 5, 2009.

III. Staff Contacts

Questions regarding Clearly Erroneous Executions should be directed to:

▪ NYSE DOT Services at (212) 656-3073 or dotreview@nyx.com

Questions regarding amended NYSE and NYSE Amex Rules 128 should be directed to:

▪ Jean Walsh, Managing Director, Office of the General Counsel, NYSE Regulation, Inc. at (212)
656-4931 or jwalsh@nyx.com
▪ Karen Lorentz, Managing Director, NYSE Floor Operations at (212) 656-5858 or
klorentz@nyx.com

___________________________

NYSE Regulation, Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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October 1, 2009

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: New Rule 80B Circuit Breaker Level for Fourth Quarter 2009

EFFECTIVE October 1, 2009 through December 31, 2009

Rule 80B trading halts will be triggered when the Dow Jones Industrial Average (“DJIA”) declines below its
closing value on the previous trading day by:

950 points (Level 1)

1,950 points (Level 2)

2,900 points (Level 3)

NYSE and NYSE Amex Equities Rule 80B

Whenever a Rule 80B circuit breaker is in effect, trading in all stocks on NYSE and NYSE Amex Equities will
halt for the time periods specified below.

Level 1 Halt

• anytime before 2:00 p.m. - one hour;
• 2:00 p.m. to 2:30 p.m. - 30 minutes;
• at or after 2:30 p.m. - trading shall continue, unless there is a Level 2 Halt.

Level 2 Halt

• anytime before 1:00 p.m. - two hours;
• 1:00 p.m. to 2:00 p.m. - one hour;
• at or after 2:00 p.m. - trading shall halt and not resume for the rest of the day.

Level 3 Halt

• at any time - trading shall halt and not resume for the rest of the day.

A complete discussion of the calculation of trigger values for Rule 80B was published in NYSE Information
Memo No. 98-15, dated April 13, 1998.

Questions concerning this Information Memo should be directed to Patricia Bergholc, Market Surveillance, at
(212) 656-4948, or Jason Harman, Office of the General Counsel, at (212) 656-2661.

___________________________

NYSE Regulation, Inc.

Attachments

NYSE and NYSE Amex
Equities Rule 80B

Effective through 12/31/09

Point Decline in DJIA:
Level 1 Before 2:00 p.m. 2:00 p.m. to 2:30 p.m. At or After 2:30 p.m.
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950 1 hour 30 minutes No halt unless
reach Level 2

* * * * * * * * * *
Level 2 Before 1:00 p.m. 1:00 p.m. to 2:00 p.m. At or After 2:00 p.m.
       

1,950 2 hours 1 hour Halt, and not resume
* * * * * * * * * *

Level 3
 

2,900 At any time: halt and not resume

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

623

http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 09-46

Click to open document in a browser

September 22, 2009

   ATTENTION: CHIEF COMPLIANCE OFFICERS, CHIEF TECHNOLOGY OFFICERS, HEADS OF EQUITY
TRADING DESKS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: UPCOMING CHANGES TO OCS REQUIREMENTS FOR CLEARANCE OF ERROR TRADES

I. Purpose

The purpose of this Information Memo is to inform New York Stock Exchange, LLC (“NYSE”) and NYSE
Amex LLC (“NYSE Amex”) members and member organizations of the new procedures for the entry of error

transactions related to implementation of changes in the Online Comparison System (“OCS”). 1 

II. Process Description

Beginning on September 25, 2009, OCS will require users to populate, among others, the Branch and
Sequence field for entries, including those related to reversals and corrections. Because an entry for a trade
reversal creating an error position will not have a Branch and Sequence number when created, members
are advised to enter the unique Branch Sequence “ORIGERR” into the OCS Branch and Sequence field
when entering a trade reversal creating an error position. This unique “ORIGERR” Branch Sequence will
indicate that the error account is taking on the error position. OCS will not accept entry of the trade reversals
for creation of an error position without Branch and Sequence information for the underlying order. When
liquidating the error position, members are reminded that the order must be created with the “Q” account type
indicator to signify the use of the Floor error account.

III. Staff Contacts

Questions regarding this memo may be directed to Michael Matejczyk, Director, Market Surveillance, at (212)
656-4854, or Nick Maslavets, Managing Director, Market Surveillance, at (212) 656-4415.

Technology related questions may be directed to SIAC service desk at (212) 383-2062.

Questions that are not time sensitive may also be submitted to Ask Market Surveillance. (For information
about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3, which was issued on
January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

John F. Malitzis

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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1  See NYSE Member Firm Notification PT0161 Implementation of OCS Changes, published September
16, 2009.
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September 18, 2009

   ATTENTION: CHIEF COMPLIANCE OFFICERS, CHIEF TECHNOLOGY OFFICERS, HEADS OF EQUITY
TRADING DESKS

TO: NYSE MEMBER ORGANIZATIONS

SUBJECT: UPDATE AND RE-LAUNCH OF THE FESC REPORT CARD SYSTEM

I. Purpose

On September 25, 2009, NYSE Regulation, Inc.'s Division of Market Surveillance of (“MKS”) will re-launch the
Front End System Capture (FESC) Report Cards for monitoring compliance with NYSE Rule 123(e) and (f).
In recent months, NYSER has been updating this FESC Report Card system to provide enhanced information
to users concerning reports of execution submitted via the Online Comparison System (“OCS”) system. As
part of the re-launch, this system will again be made accessible to users via NYSE's Electronic Filing Platform
(“EFP”).

II. Background

NYSE Rule 123(e) and (f) requires that immediately following the receipt of an order on the Floor, Members
and Member Organizations must submit the order information to the FESC database before the orders are
represented on the Floor. Additionally, the Rule requires that all reports of execution related to such orders

be reported through FESC. This requires that Floor Members submit specific data elements 1   to be recorded
when an order is entered and the related execution(s) is reported.

On June 25, 2008, NYSE Regulation, Inc. issued Information Memo 08-31, the implementation of a
systematic release of the FESC Report Cards relating to NYSE Rule 123(e) and (f) (the “Rule”), and in
conjunction with NYSE Rule 130(c) and (c)(ii). These Report Cards were made available on a monthly basis
and contained a report of potential violations related to order entries and reports of execution. The purpose
of these Report Cards was to provide member organizations with a compliance tool to supplement the Firm's
overall compliance program.

On October 31, 2008, Information Memo 08-55 was issued highlighting the implementation of the second
release of the FESC Report Cards. This second release of the FESC Report Cards was made available to
all Member Organizations (i.e. Firms entering orders and Firms offering direct access) via EFP. This was a
change from the initial FESC Report Card release which previously allowed only Clearing Firms access to the
FESC Report Card system.

In November of 2008, the Exchange temporarily suspended the FESC Report Card system in order to
upgrade the program and provide enhanced Report Cards.

III. Re-Launch and Process Description

On September 25, 2009 the Exchange will once again provide Members and Member Organizations with
access to the FESC Report Card system. This upcoming release of the upgraded FESC Report Card system
will include the provision of enhanced data analysis. NYSE's Member and Member Organizations will be
provided with access to more detailed information regarding their FESC submissions in relation to their
reports of execution submitted via the Online Comparison System. These enhanced reports continue to
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highlight specific areas of potential violations of NYSE Rule 123(e) and (f) and should continue to be used as
a compliance tool to supplement Member Organizations' overall compliance program.

Members and Member Organizations should note that while the definitions of the Categories previously noted
in Information Memorandums 08-31 and 08-55 remain the same, the FESC Report Card titles have been
altered to include an OCS element. The Exchange is providing this information to highlight instances in which
changes made via OCS submissions (e.g. trade reversals, step in / step out) caused potential violations of the
Rule.

The FESC Report Cards will continue to contain the below five categories:

1) Reports of execution were submitted without corresponding order details.

2) Reports of execution were submitted prior to the entry of the order details.

3) The aggregate reports of execution relating to an order exceeded the size of that order.

4) Missing or invalid account types were submitted on the reports of execution. 2 

5) Missing or invalid order details were submitted to FESC.

The following are the new report titles along with brief descriptions of the content:

FESC and OCS Activity Report Card Application: Summary Report: This summarizes the number of potential
violations under each category for the specific month identified.

FESC and OCS Activity Report Card Application: Execution(s) Not Linked to Order, Execution(s) Prior to
Order and Execution(s) Exceeds Order - Sample Report: This report provides in detail potential violations
related to categories 1, 2 and 3.

FESC and OCS Activity Report Card Application: Missing or Invalid Account Type - Sample Report: This
report provides in detail potential violations related to category 4.

FESC and OCS Activity Report Card Application: Missing or Invalid Order Details - Sample Report: This
report provides in detail potential violations related to category 5. Missing or invalid fields are identified with
an asterisk in this report.

As with previous releases, the FESC Report Cards are available from the EFP Portal Authorized Applications
Panel, under the name FESC Report Cards. Members can access the EFP via the following link https://
efp.nyse.com/efp/efp_login.html. A username and password will be required to access the system and each
Firm's authorized user will be required to authenticate their login. Member Organizations will be required to
provide a list of users authorized by the Chief Compliance Officer or other authorized Officer designee of the
Member Organization. Usernames and passwords can be obtained from the SIAC service desk.

Member Organizations can access their FESC Report Cards by selecting a specific time period (grouped
by month) from the drop down menu. All reports are available in the Comma Separated Value (“CSV”)
format which can be converted to Excel by opening and saving the file as an Excel document. The FESC
Report Cards will be available on a monthly basis from the 15 th day of each month (or the next business day
thereafter, if the 15 th falls on a weekend or holiday), for the preceding month. In addition, each report will
be maintained as an accessible online historical record for a period of three years, with the earliest report
available for the month of September 2008.

It should be noted that under NYSE Rule 342, Member Organizations are required to maintain appropriate
supervisory controls over its business activities. To that end, Member Organizations are expected to use
the information contained in the FESC Report Cards to assist in evaluating its compliance with NYSE Rules
123(e) and (f), and when issues are identified, to timely address them.

Member Organizations are further reminded that they must have adequate policies and procedures in place
to ensure all Members and staff responsible for order handling are adequately informed of NYSE Rule 123 (e)
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and (f)'s requirements. In addition, Member Organizations are also reminded that they must have supervisory
controls to ensure members and staff adhere to the Rule's requirements.

IV. Staff Contacts

Questions regarding this memo may be directed to Michael Matejczyk, Director, Market Surveillance, at (212)
656-4854 or Andrew White, Director, Market Surveillance at (212) 656-4498.

Technology related questions may be directed to SIAC service desk at (212) 383-2062.

Questions that are not time sensitive may also be submitted to Ask Market Surveillance. (For information
about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3, which was issued on
January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

John F. Malitzis

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Refer to NYSE Rule 123(e) and (f) for the comprehensive list of data elements.
2  Please note that orders that are entered via SuperDOT and then routed to the Broker-Booth Support

System ("BBSS") for execution by a broker will retain the account-type information entered into
SuperDOT. As a result, if the account-type field is empty in SuperDOT, it will remain empty in BBSS
and FESC. Consequently, the failure to enter account type information during order entry can lead to
violations of Rule 123(f) since it will result in the submission of an execution report without the required
account type information.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 09-44

Click to open document in a browser

September 18, 2009

   ATTENTION: CHIEF EXECUTIVE OFFICERS, MANAGING PARTNER, CHIEF OPERATING OFFICER,
OPERATIONS PARTNER AND LEGAL AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: QUARTERLY Expiration Day - SEPTEMBER 18, 2009

I. Purpose of this Information Memo

Friday September 18, 2009, will be a quarterly Expiration Day for stock and index options and futures
products whose settlement pricing is based upon NYSE and NYSE Amex (collectively, the “Exchanges”)
opening or closing prices on that day. NYSE Regulation is issuing this Information Memorandum to remind
members and member organizations of certain NYSE and NYSE Amex Equities rules and policies regarding
opening imbalance publications, entry and cancellation of market-on-close/limit-on-close (“MOC/LOC”) and
other order types, publication of on-the-close imbalances, and printing the closing transaction.

II. S&P Quarterly Rebalance

Following the close of trading on September 18, 2009, Standard & Poor's will effect a quarterly share
rebalancing of the S&P 500, the S&P MidCap 400, S&P SmallCap 600 and S&P REIT Composite Indices.
This rebalancing may affect the volume of trading of certain stocks on the Exchanges. Details on these
rebalancings are available on S&P's website (www.standardandpoors.com).

III. Expiration Day Opening Imbalance Publication

Members and member organizations are reminded that the regular pre-opening procedures outlined in

NYSE and NYSE Amex Equities Rules 15 and 123D will apply on the September 18 Expiration Day. 1  
Accordingly, DMMs should publish indications as promptly as practicable but should be mindful of their
additional obligations under Rule 123D to publish one or more indications, under the supervision of a Floor
Official, in situations where the opening price would be affected by an imbalance of market and limit buy and
sell orders in a security.

In the event that one or both of the Exchanges invokes its exemptive powers under NYSE or NYSE Amex
Equities Rule 48 (Exemptive Relief - Extreme Market Volatility Condition), the terms of that rule would govern
the obligation to publish pre-opening indications.

IV. NYSE and NYSE Amex Equities Rules and Policies Relating to the Close

A. MOC/LOC Order Entry and Cancellation

Members and member organizations are reminded that the provisions of NYSE and NYSE Amex Equities
Rule 123C will apply to the close on the September 18 Expiration Day, subject to the temporary modifications
outlined in this memorandum. Please note that, while the Exchanges expect their systems to operate
normally on September 18, in the unlikely event of a systems interruption leading into or at the Close, the
MOC/LOC Policy set out in Rule 123C would operate as if the Exchanges had declared a regulatory halt in
one or more securities.
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In the event that one (or both) of the Exchanges invokes its exemptive powers under NYSE or NYSE Amex
Equities Rule 123C(8) (Market On The Close Policy And Expiration Procedures - Extreme Order Imbalances

at or Near the Close), the terms of that rule would govern the handling of orders at the Close. 2 

In connection with the entry of MOC/LOC orders generally, members should pay particular attention to the
following:

▪ A “published imbalance” is an MOC/LOC imbalance that has been disseminated to the Tape. An
imbalance that is announced verbally or physically posted at the panel is not considered to be a

published imbalance. 3 
▪ Brokers and traders are reminded that, while they should enter orders as early in the day as
possible, all MOC/LOC orders (unless entered to offset an imbalance) must be entered with the
DMM by 3:40 p.m. Entering MOC/LOC orders early provides DMMs with the opportunity to more
quickly identify potential order imbalances that might exist at the Close and to disseminate that
information. This, in turn, enables brokers and traders to more effectively identify potential offsetting
customer interest that could mitigate any imbalance. MOC/LOC orders entered prior to 3:40 p.m.
may be canceled prior to that time for any reason.
▪ Between 3:40 p.m. and 3:50 p.m., MOC/LOC orders may be entered only to offset a security's
published imbalance. During this time period, MOC/LOC orders may be canceled or reduced in size
only to correct a legitimate order entry error. Please note that Market Surveillance will continue to
closely monitor the cancellation of MOC/LOC orders pursuant to the Rules of the Exchanges.
▪ After 3:50 p.m., MOC/LOC orders may be entered only to offset a security's published imbalance.
After 3:50 p.m., MOC/LOC orders may not be cancelled or reduced in size for any reason except for

compliance with NYSE and NYSE Amex Equities 123C(8) (see part IV(D) below). 4 

B. MOC/LOC Imbalance Publication 5 

NYSE and NYSE Amex Equities Rule 123C provide for the publication of order imbalances as described
below. In addition, members may refer to the attached quickreference page for a summary of the times and
requirements for imbalance publications. DMMs are reminded that erroneous imbalance publications must be
corrected as soon as practicable.

1. Informational MOC/LOC imbalance publications between 3:00 p.m. and 3:40 p.m.

Between 3:00 p.m. and 3:40 p.m., DMMs are encouraged to publish informational MOC/LOC imbalances of
any size if they believe that there could be significant price dislocation at the Close. These publications are
informational only and do not limit MOC/LOC order entry or cancellation before 3:40 p.m. DMMs who wish to

publish informational imbalances must obtain at least Floor Official approval prior to publication. 6 

2. Required MOC/LOC imbalance publications at 3:40 p.m. and 3:50 p.m.

As soon as practicable after 3:40 p.m., the DMM must publish any MOC/LOC imbalance of 50,000 shares
or more for NYSE-listed securities, and 25,000 shares or more for NYSE Amex Equities-listed securities. In
addition, the DMM must update any informational imbalance published prior to 3:40 p.m., indicating either the
current imbalance or “no imbalance”.

Similarly, as soon as practicable after 3:50 p.m., DMMs must update any publications made at 3:40 p.m.
Imbalances of 50,000 shares or more (NYSE), 25,000 shares or more (NYSE Amex Equities), or other
significant imbalances, must be published; if there is no such imbalance, the DMM must publish a “no
imbalance” indication. Where there was no publication for a stock at 3:40 p.m., but an MOC/LOC imbalance
occurred after 3:40 p.m., the DMM should publish the imbalance at 3:50 p.m. with prior Floor Official approval.

3. Recommended MOC/LOC imbalance publications at 3:40 p.m. and 3:50 p.m.
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Notwithstanding the required imbalance publications (as described above), DMMs are encouraged to
publish MOC/LOC imbalances of any size, including amounts less than 50,000 shares (NYSE) or 25,000
shares (NYSE Amex Equities), if the imbalance could cause significant price dislocation at the close (e.g. an
imbalance that is large in comparison to the average daily volume or regular trading patterns for the stock).
DMMs who wish to publish such imbalances must obtain Floor Official approval prior to publication.

4. Exchange publication of Order Imbalance Information

In addition to the DMM imbalance publications described above, the Exchanges also make available real-
time Order Imbalance Information prior to the Close, pursuant to NYSE and NYSE Amex Equities Rule
123C(6). These publications take place approximately every 15 seconds between 3:40 p.m. and 3:50 p.m.,
and approximately every five seconds between 3:50 p.m. and 4:00 p.m. The Order Imbalance Information
publications use a reference price in order to indicate how many shares would be needed to close the
security at that price, including both MOC and marketable LOC orders. Beginning at 3:55 p.m., the Order
Imbalance Information publications also include d-Quotes and all other e-Quotes containing pegging

instructions eligible to participate in the closing transaction. 7 

When the close of trading on the Exchanges is scheduled for earlier than 4:00 p.m., the publication of Order
Imbalance Information by the Exchanges will commence 20 minutes prior to the scheduled closing time. In
such circumstances, Order Imbalance Information will be published approximately every 15 seconds for about
10 minutes, and then every five seconds from that point until the scheduled Close.

Please note, however, that Order Imbalance Information publications are solely for informational purposes
and do not permit the submission of off-setting interest. Offsetting MOC/LOC interest may be submitted only
as described in this memo, pursuant to an imbalance publication made by a DMM at 3:40 or 3:50 p.m. in
accordance with Rules 123C(1) and (2).

C. Printing the Closing Transaction

1. NYSE and NYSE Amex Equities Rules 116.40 and 123C(3)

DMMs are reminded that the closing transaction must be printed consistent with NYSE and NYSE Amex
Equities Rules 116.40 and 123C(3) and they must accurately reflect both the closing price and closing volume

when printing the closing transaction. 8 

Due to possible system latency, marketable orders entered into Exchange systems before 4:00 p.m. might
not be received at the post until after 4:00 p.m. These orders should be incorporated into the closing process,
just as non-MOC/LOC interest that is known at the post is factored into the closing print after 4:00 p.m.

2. Verbal Interest and e-Quotes at the Close

All interest, including verbal, e-Quoted, d-Quoted and Display Book interest, should be taken into account
by the DMM when formulating the Close. Unless market conditions dictate otherwise, interest priced better
than the Close must be executed on the Close as that interest is considered marketable. Interest limited to
the closing price will be executed depending on the availability of contra side interest.

Depending on whether it is marketable or not, verbal interest may be handled differently than e-Quoted
interest at the Close. Marketable verbal interest is included with all market and MOC interest at the Close,
while limited verbal interest and e-Quotes are on parity with limit orders. DMMs are reminded that verbal
interest from a Floor broker should be handled one of two ways: limited verbal interest should be entered into
the system as a manual e-Quote and DMMs may require a written order from the broker; marketable verbal
interest should be entered into the Closing template.

3. Orders to offset MOC/LOC imbalances at the Close to mitigate price disparity
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NYSE and NYSE Amex Equities Rule 902 (Off Hours Trading Orders) provide for entry of orders after the
Close. Rule 902(a)(ii)(B) permits DMMs to include in the calculation of the Close legitimate market interest
that is willing to participate in the Close but was received at the Post only moments before the close of the
regular trading session at 4:00 p.m. The DMM's use of this offsetting interest to minimize significant price
dislocation on the Close will result in a coupled order between the DMM and member, member organization
or customer. If the member, member organization or customer agrees, the DMM may include this interest
in offsetting an imbalance when setting the closing price and increase DMM participation in the closing
print to the extent of the new contra interest. In this way the DMM will liquidate or cover the related dealer
position, and the member, member organization or customer will acquire the position. Such coupled orders
are executed at the Ramp.

It is important to note that Rule 902 may not be relied on for the entry of an order after the Close when there
is no MOC/LOC imbalance or when the imbalance would not result in volatility and/or price dislocation. In
addition, it cannot be used if the Close has already been printed.

D. Extreme Order Imbalances at or Near the Close

In order to avoid significant dislocation in the closing price that may result from an order entered or
represented at or near the Close, NYSE and NYSE Amex Equities Rule 123C(8) permits the Exchanges to
temporarily suspend the hours of operation under Rule 52 so that offsetting interest may be solicited from
both on-Floor and off-Floor participants and entered to reduce the size of the imbalance. Any such extension
of trading under Rule 123C(8) would be designated by the Exchanges for a specific time period within 30
minutes after the scheduled close.

Rule 123C(8) also permits temporary suspension of the prohibition on the cancellation or reduction of a MOC/
LOC order after 3:50 p.m. where there is a legitimate error in such an order and the execution of the order
would cause significant price dislocation at the Close.

Only the DMM assigned to a particular affected security may request relief under Rule 123C(8). A request
for relief under Rule 123C(8) must be approved and supervised by an Executive Floor Governor or qualified
NYSE Euronext employee.

V. Adequacy of Operations and Supervisory Staff

All members and member organizations, including DMMs, should ensure that both operational and
supervisory staffing on and around the September 18 Expiration Day will be sufficient to monitor and process
all orders, regardless of the form in which they are received, as well as to handle the increased workload
anticipated as a result of the quarterly rebalancing. All members and member organizations should also
review their systems to ensure that they have adequate capacity to handle the expected increase in volume.
For example, DMM firms should review their algorithms/API to ensure that they meet their obligations to
maintain a fair and orderly market. DMMs are reminded to seek the advice of a Floor Official regarding any
unusual situations as quickly as possible.

VI. Supervision

A. Review of Policies and Procedures

In view of increased automated order delivery, e-Quoting and automatic execution, NYSE Regulation is
advising members and member organizations to carefully review their procedures as well as their supervisory
systems for handling orders in connection with the September 18 Expiration Day. NYSE Regulation expects
members and member organizations to review their practices for handling orders at or near the Close,
particularly with respect to any orders where there is an on-close or other price guarantee for those securities
that are part of the quarterly rebalancing. Reviews should include both orders that are handled manually as
well as those orders that are handled systemically, such as orders that are handled by a computer algorithm.
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In addition, members and member organizations should take all necessary steps to ensure that the relevant
trading and back-office staff are familiar with firm procedures for handling orders at or near the Close.
Members and member organizations should also be mindful of the guidance issued in Information Memo
09-22 (May 28, 2009) regarding procedures for escalating and addressing inquiries arising from real-time
regulatory or trading issues.

In addition, members and member organizations are reminded of their obligation to have adequate systems
and controls relating to the use of firm systems by correspondents or others, including usage of the
Exchanges' odd-lot systems. Please consult NYSE Information Memos 02-48 (November 7, 2002) and 07-60
(June 29, 2007) (both attached) for more information.

B. Adequacy of Compliance Program

Members and member organizations are also reminded to ensure that they have a robust compliance
program that includes adequate supervisory policies and procedures to monitor for compliance with NYSE
and NYSE Amex Equities Rule 123C and the guidance contained in this Information Memo. Those policies
and procedures must be adequate to ensure that all procedures related to MOC/LOC orders are appropriately
followed, and to detect and deter any actions that may violate NYSE, NYSE Amex or SEC rules.

C. Due Diligence Requirements

Consistent with the requirements of NYSE and NYSE Amex Equities Rule 405, before any at-the-close
order is transmitted to the Floor the member or member organization accepting the order must exercise due
diligence to learn the essential facts relative to the order, including the purpose and propriety of the at-the-
close instruction. In addition, an imbalance of orders at or near the Close, caused in part by the entry of such
orders, could lead to trading being halted in the security and such orders not receiving an execution.

D. Supervision to Prevent Improperly Affecting the Close

Members and member organizations must also ensure that their activity does not have the effect of artificially
impacting the closing price. Firms should review procedures utilized in connection with orders to be
executed at or near the close with their traders and other order-entry personnel. Firms should also review
systemic order-entry functions (e.g., algorithms or “smart servers”) for compliance with the provisions of this
Information Memorandum. Firms should also review the provisions of NYSE Information Memo 95-28 (July
10, 1995)(attached), which discusses trading near the Close and activity that would constitute violations of
NYSE and NYSE Amex Equities Rules, as well as federal securities laws.

In that connection, members and member organizations are reminded that, where a firm has committed to
purchase from (sell to) a customer an order at a price that is derived from the closing price (e.g., MOC orders)
while also reserving a significant position of its hedging or covering transaction to be executed at or near
the Close, they must operate with substantial care. If the transaction is completed in a manner that does not
effectively place the firm at market risk or if the transaction does not provide an opportunity for possible contra
side interest to develop and/or react to the activity, it would raise manipulative concerns and would operate as
conduct inconsistent with just and equitable principles of trade.

E. Compliance with Federal Securities Laws and Rules

In addition to complying with NYSE and NYSE Amex rules and policies, members and member organizations
should review other applicable federal securities laws and regulations, including Section 9(a)(2) of the
Securities Exchange Act, Regulation SHO and Rule 10b-5, as well as the margin and capital rules. Firms
must ensure that they have adequate policies and procedures to detect, deter and prevent such potentially
violative conduct.

VII. Staff Contacts
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Regulatory questions concerning this memorandum may be addressed to the following:

Patricia Bergholc, Director, On Floor Surveillance, at (212) 656-4948

Gordon Brown, Manager, On Floor Surveillance, at (212) 656-5321

Michael Fryer, Director, Member Trading, at (212) 656-4656

Carol Krusik, Director, Member Education, at (212) 656-4597

Michael Matejczyk, Director, Member Trading, at (212) 656-4854

John Saxton, Director, Member Trading, at (212) 656-2324 or Andrew White, Director, Member
Trading, at (212) 656-4498.

Operations questions concerning this memorandum may be addressed to the following:

Paul Bauccio, Senior Vice President, Operations, at (212) 656-2929 or Dennis Pallotta, Director,
Operations, at (212) 656-5236.

Questions may also be directed to OFSU via the White Phone or in person at their booth in the Garage.
Questions that are not time sensitive may also be submitted to Ask Market Surveillance. For information
about the Ask Market Surveillance system, refer to NYSE Member Education Bulletin 2006-3 (January 30,
2006)(attached), if you or your firm is not already a subscriber.

___________________________

NYSE Regulation, Inc.

Attachments

NYSE Regulation

Information Memo

Nyse Regulation, Inc

NYSE Regulation, Inc. | 20 Broad Street

New York, NY 10005

nyse.com

Number 09-5

February 4, 2009

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO NYSE RULE AND NYSE ALTERNEXT EQUITIES RULES 116 (“STOP”
CONSTITUTES GUARANTEE) AND 123C (MARKET ON THE CLOSE POLICY AND EXPIRATION
PROCEDURES)

The purpose of this Information Memo is to advise members and member organizations that effective
February 6, 2009, the New York Stock Exchange LLC (“NYSE”) and NYSE Alternext U.S. will report a single
closing print to the Consolidated Tape for each of its respective securities pursuant to amendments to NYSE
and NYSE Alternext Equities Rules 116 (“Stop” Constitutes Guarantee) and 123C (Market On The Close
Policy And Expiration Procedures).

I. BACKGROUND

Rules 116.40 and 123C prescribe, among other things, the procedures for the entry and execution of market
at-the-close (“MOC”) and limit at-the-close (“LOC”) orders and the determination of the closing print(s) to be
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reported to the Consolidated Tape for each security at the close of trading on the NYSE and NYSE Alternext
exchanges.

Currently, at the close of trading, where there is an imbalance (i.e. more orders to buy than sell or vice versa),
the shares constituting the imbalance are executed against the offer (in the case of a buy imbalance) or the
bid (in the case of a sell imbalance). This transaction is reflected in the first closing print from the NYSE to the
Consolidated Tape for the particular security. The DMM then pairs off the remaining MOC and marketable
LOC buy and sell orders against each other at the price at which the imbalanced shares were executed. This
“pair off” transaction is reported as a second closing print from the NYSE to the Consolidated Tape. If there is
no imbalance, the aggregate buy and sell MOC and marketable LOC orders are paired off at the price of the
last sale of the subject security on the Exchange prior to the close of trading in the security. This transaction
is reported to the Consolidated Tape in a single closing print.

Multiple closing prints have been used to provide information about share imbalances that impacted the
closing price of securities. Currently, pursuant to Rule 123C, both exchanges disseminate a data feed of real-
time order imbalances (“Order Imbalance Information”) that accumulate prior to the close of trading. This
data feed begins at 3:40 pm and is disseminated every 15 seconds from 3:40 pm to 3:50 pm, and every five
seconds thereafter until 4:00 pm. Order Imbalance Information achieves the goal of providing real time detail
and transparency and it has been determined that multiple prints on the close are no longer necessary.

Moreover, the exchanges believed that it was necessary to reduce the manual processing required of the
DMM to continue providing timely closing of securities. The exchanges therefore amended Rules 116.40 and
123C to create a single closing print to be reported to the Consolidated Tape for each security.

II. AMENDMENTS TO CLOSING PRINT

Pursuant to the amended rules, the closing print will occur as described in the example below.

Example:

The DMM for stock XYZ has determined that the closing price in the stock will be $30.25. The last sale
price on the Exchange was $30.00. The DMM has 6,000,000 shares of MOC and marketable LOC
buy orders up to a price of $30.25. On the sell side, there are 5,000,000 MOC and marketable LOC
sell orders down to a price of $30.24. The DMM pairs 5,000,000 shares of MOC and marketable LOC
buy orders against the 5,000,000 shares of MOC and marketable LOC sell orders at a price of $30.25,
leaving an imbalance of 1,000,000 shares on the buy side. On the Display Book, the DMM has 700,000
shares of limit sell orders at various prices marketable up to a price of $30.25, and there is also Crowd
interest of 300,000 shares at that price. The DMM will use the 700,000 shares of limit sell orders on the
Display Book and 300,000 shares of Crowd interest to offset the remaining 1,000,000 shares of MOC
and marketable buy LOC imbalance.

The DMM will continue to arrange the closing transaction as set forth in Rules 123C(3) and 116.40;
however, rather than reporting two separate closing prints to the Consolidated Tape, a single closing
print reflecting the execution of 6,000,000 shares at $30.25 would be reported. The 6,000,000 share
volume in the single print close includes: 1) the 1,000,000 share buy order imbalance; and 2) the
5,000,000 shares of MOC and marketable LOC buy and sell orders that were paired off.

Please be reminded that the data feed containing the Order Imbalance Information is solely for information
purposes and is in addition to the mandatory MOC/LOC imbalance publication pursuant to Rule 123C(5) at
3:40 p.m. and 3:50 p.m. Offsetting interest may be submitted only in response to mandatory imbalance
information published pursuant to 123C(5).

The consolidation of the prints, effective as of February 6, 2009, will reduce the amount of manual
information to be reported by the DMM thus increasing the speed and efficiency of the closing process
ultimately improving the quality of both markets with timelier reporting of closing transactions.
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III. Training

Mandatory training sessions for all DMMs and Trading Assistants will begin on Thursday, February 5, 2009
and must be completed no later than Friday, February 13, 2009. NYSE Market Operations staff will contact
each DMM firm to arrange scheduling for the firm's DMMs and Trading Assistants. All training will take place
on the Trading Floor and will take approximately 10-15 minutes to complete.

IV. STAFF CONTACTS

Questions regarding the mandatory training described in this Information Memo should be directed to:

Camille Fredrickson, NYSE Operations, at (212) 656-5390

Questions regarding the operational procedures described in this Information Memo should be directed to:

Paul Bauccio, Vice President, Operations, at (212) 656-2929

Dennis Pallotta, Director, Operations, at (212) 656-5236.

Regulatory questions regarding this Memorandum should be addressed to:

Deanna Logan, NYSE Regulation, Inc., Office of General Counsel, at (212) 656-2389.

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
booth in the Garage. Questions that are not time sensitive may also be submitted to Ask Market Surveillance.
(For information about the Ask Market Surveillance System, refer to Member Education Bulletin 2006-3,
which was issued on January 30, 2006, if you or your firm is not already a subscriber.)

___________________________________

Richard Ketchum

Chief Executive Officer

Information Memo

Member Firm Regulation

New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005

NYSE

Number 02-48

November 7, 2002

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, CHIEF OPERATIONS OFFICER,
INTERNAL AUDIT, COMPLIANCE, LEGAL AND TRADING DEPARTMENTS

TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ELECTRONIC TRANSMISSION OF ORDERS

Recently there have been a number of instances where members or member organizations have submitted
orders to the Exchange in error via electronic order entry systems. These errors were the result of human
error or defective commercial or proprietary software systems used to submit DOT Orders to SIAC. The two
primary causes of the error transmissions were: (1) transmitting orders containing an incorrect quantity of
shares; and (2) inadvertently releasing files containing orders transmitted the previous day.
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The purpose of this memo is to emphasize to members and member organizations their responsibilities
when utilizing electronic order routing systems. Please also see Information Memos Nos. 92-43, dated
December 29, 1992, 92-15, dated May 28, 1992, and 89-6, dated January 25, 1989. Members and
member organizations are reminded of the regulatory requirements (internal control and written supervisory
procedures) and business practices (Know Your Customer) that must be adhered to when electronic order
entry systems are used.

SYSTEM CONTROLS MANDATORY

While electronic order entry systems can enhance members' or member organizations' ability to route and
execute orders, errors resulting from their use can result in increased market volatility and significant financial
risk and exposure to members and member organizations. Accordingly, all electronic order entry systems
must have written internal control and supervisory procedures, regardless of whether the member or member
organization is utilizing its own proprietary system or that of an outside vendor.

Electronic order entry systems, should, at a minimum, incorporate the following features: 1) controls that limit
use of the system to authorized persons/parties, 2) checks for validation of order accuracy, 3) established
limits and/or order prohibitors, to prevent orders exceeding preset credit and order size parameters from
being transmitted for execution, and 4) controls that monitor for duplication/retransmission of orders
previously transmitted for execution. When members or member organizations use a vendor's order entry
system, it is incumbent upon the member or member organization to ensure that the system has the requisite
controls in place and that the vendor's system complies with all Exchange audit trail requirements, including
Front End Systemic Capture (“FESC”) as required by Rule 123(e).

PROBLEMS RESULTING FROM SYSTEMS MAINTENANCE

Several of the recent errors occurred as the direct result of systems maintenance. Members and member
organizations must ensure that when software maintenance is being performed on their own electronic
order entry systems that safeguards are in place to prevent the inadvertent disabling of such systems or any
automated messaging systems that are used to alert firms as to problems with their order entry systems.
Further, such systems should be separated so that when maintenance is performed on one system it does
not impact or disable the other system. Similarly, members and member organizations are responsible to
ensure that such safeguards are in place for order entry systems of vendors or otherwise provided to or
utilized by correspondents and other third parties.

IMPROPER TESTING OF SYSTEMS PROHIBITED

The Exchange has recently become aware of instances where members and member organizations test their
systems' connectivity to the Exchange's systems by sending what purports to be an actual order, but one not
executable because of its terms (for example, sending an order to buy or sell 100 shares of a stock at $1,
when the stock is trading well outside that price), and immediately sending a cancellation of the order.

Any test of a member's or member organization's system connectivity to the Exchange must be performed
using the appropriate established testing procedures. Test messages should be clearly denoted as such and
should not be sent in the guise of an actual order.

PERMITTING USE BY CORRESPONDENTS AND OTHERS

Before a member or member organization grants correspondents or other parties, pursuant to carrying,
clearing or other arrangements, access to its (or a vendor's) electronic order routing system, it must ensure
that reasonable written control and supervisory procedures (that must include at a minimum the four features
enumerated under the subhead “System Controls Mandatory” on page one of this Memo) are in place, and
must obtain and maintain as part of its books and records a copy of such correspondent's written control
procedures as well as a written undertaking from the correspondent that it will abide by such procedures. In
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addition, the correspondent must provide the member or member organization with written notification of any
significant changes to such procedures. As an alternative, the carrying or clearing member organization itself
may establish the procedures by which a correspondent must abide and must obtain a written undertaking
from the correspondent that it will comply with such written procedures.

A member or member organization can also satisfy this requirement by using an electronic screen i.e., built-in
system checks, such as preset size and/or dollar limits, in its electronic order entry system.

DUE DILIGENCE OBLIGATIONS

Members and member organizations are also reminded of the requirements of Exchange Rule 405
(“Diligence as to Accounts”) also referred to as the “Know Your Customer” Rule, which provides, in part, that
members and member organizations must learn the essential facts relative to every customer and order. The
Rule's requirements are imposed on every customer order, regardless of the method or system used for their
receipt and transmission, including those routed via electronic trading systems.

Questions regarding this memo may be directed to your Finance Coordinator at the Exchange.

___________________________________

Salvatore Pallante

Executive Vice President

Attachments

NYSE Regulation

Information Memo

Market Surveillance

NYSE Regulation, Inc. | 11 Wall Street

New York, Ny 10005

nyse.com

Number 07-60

June 29, 2007

ATTENTION: CHIEF EXECUTIVE OFFICER, CHIEF OPERATIONS OFFICER, LEGAL AND COMPLIANCE
DEPARTMENTS

TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ODD-LOT ORDER REQUIREMENTS

*** Please Show to Your Compliance Officer ***

I. Purpose

The purpose of this Information Memo is to remind all members and member organizations of the NYSE
requirements governing use of the odd-lot system remain in effect and that odd-lot order activity must comply
with these requirements. Firms are warned that use of the odd-lot system in ways that are inconsistent with
traditional odd-lot investment activity is prohibited and violations will be pursued by the relevant regulatory
authority, including NYSE Regulation.

II. Background

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

638

http://researchhelp.cch.com/License_Agreement.htm


The NYSE odd-lot system is intended to afford customers of members and member organizations an
inexpensive and efficient order execution system compatible with traditional odd-lot investing practices of
smaller individual, retail investors. NYSE Rules 124 and 411(b) set forth procedures and requirements for the
proper execution and processing of odd-lot orders. From the inception of the NYSE odd-lot system, the NYSE
has required that the odd-lot system not be used as a professional trading vehicle, except as otherwise
provided in this Memo. For purposes of this Memo, a professional trading vehicle includes trading strategies
by professionals that would result in more than an incidental use of the odd-lot system.

III. Odd-Lot Order Handling and Prohibited Trading Practices

Use of the odd-lot system in ways that are inconsistent with traditional odd-lot investment activity or order
entry practices that are intended to circumvent the round lot market constitute abuses of the odd-lot system
and are prohibited. For example, members and member organizations are not permitted to engage in the
following conduct:

• Unbundling market or limit round-lots for the purpose of entering odd-lot orders in comparable
amounts;

• Failing to aggregate odd-lot orders into round-lots when such orders are for the same account or for
various accounts in which there is a common monetary interest/beneficial ownership interest (note
that the requirement to aggregate such orders applies to both market and limit orders);

• Entering both buy and sell odd-lot limit orders in the same stock before one of the orders is
executed, for the purpose of capturing the “spread” in the stock;

• Effecting prearranged or wash sales in odd-lots, which are trades in which an offer to buy is coupled
with an offer to sell back at the same or an advanced price (or the reverse). These trades are
violative because they are not actually exposed to the risk of the market. Whether a transaction
presents “market risk” is a facts and circumstances determination. As a general matter, however, in
order to be considered at the risk of the market, at the time of the first transaction there can be no
guarantee or assurance of the price of the second transaction. In addition, the time period between
the two transactions would not of itself determine whether the trading had been effected at the risk
of the market. Rather, such factors as the liquidity of the security and volume must be considered.
Prearranged or wash sales in odd-lots or partial round lots (“PRLs”) should not be used to create
a false or misleading appearance of more actual or apparent active trading in such security. Such
activity would violate SEC and NYSE anti-manipulation and anti-fraud rules, and other NYSE rules
including but not limited to just and equitable principals of trade and good business practices.

• Effecting prearranged or wash sales in the round-lot portion of a PRL for the purpose of effecting an
execution of the odd-lot portion of the PRL with no market risk and at a more favorable price than
market conditions would have otherwise permitted. For example, when the quote in XYZ is .05 - .15,
a customer simultaneously bids .06 for 199 shares and offers 100 shares at .06. This would cause
100 shares to execute at .06 (this would be a prohibited wash sale), which would in turn force the
specialist to sell to the customer the remaining 99 shares at .06, thereby generating a riskless odd-
lot trade at a better price for the odd-lot than the market at the time would have provided.

• Other types of trading activity in odd-lot orders or in PRLs that is not consistent with traditional odd-
lot investment activity, including index arbitrage, certain types of program trading, security classes
not usually involved in program trading (e.g., REITs, certain narrowly based structure products,
etc.), or any pattern of activity that would suggest day trading or is otherwise clearly suspicious
because it is inconsistent with traditional odd-lot investment activity.

It is also prohibited to enter a round-lot order to create a favorable execution price for odd-lot market or limit
orders pending execution in the odd-lot system.

Odd-lot limit orders may be entered as part of a program trade, provided such orders in the aggregate
constitute a relatively small part of the overall program. For example, the NYSE would consider a program
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consisting primarily of odd-lot orders to be presumptively violative of NYSE Rules and policies since the use
of the odd-lot system would not be a “relatively small part” of the overall program.

In determining whether trading involving odd-lots is violative, NYSE Regulation will consider, among other
factors, whether a strategy appears to intentionally utilize odd-lots for the purpose of accessing volume that
would not be available in the round-lot market. Accordingly, NYSE Regulation will consider whether a strategy
appears to be contingent on the use of odd-lots as opposed to round-lots, or seems to be structured in terms
of the size or timing of the orders so that an inappropriate large number of odd-lot orders results. The conduct
described above, in addition to the above cited rules, constitutes conduct inconsistent with just and equitable
principles of trade and possible violations of federal securities laws and will result in disciplinary action by
NYSE Regulation.

IV. Supervision

a. Supervision of Sponsored Participants

Members and member organizations must establish and enforce appropriate internal systems and controls to
monitor odd-lot activity by customers, whether the order is entered by the firm or whether the order is entered
by the customer directly using the firm's electronic order routing systems. Before granting access to its (or a
vendor's) electronic order routing system to correspondents or other parties pursuant to carrying, clearing, or
other arrangements, the member or member organization must assure that that such correspondents or other
sponsored participants has adequate policies and procedures, written controls and supervisory procedures,
and surveillances in place that are reasonably designed to detect improper activity and enforce compliance
with SEC and NYSE rules. Member firms' supervisory systems must be designed to assure compliance with
NYSE and SEC rules, and to monitor for inappropriate and manipulative conduct by their customers. At a very
minimum, NYSE Regulation expects member firms to have policies, procedures, systems and controls, and
surveillances to contemporaneously detect and deter the violations of NYSE and SEC rules, including but not
limited to, the practices outlined above.

In this regard, members and member organizations are reminded that in addition to their regular supervisory
duties under NYSE Rule 342, they also have an obligation under NYSE Rule 405 (the so-called “Know Your
Customer” rule), to use due diligence to learn the essential facts relative to every customer and every order.
The Rule's requirements apply to every customer order routed through electronic trading systems, including
the NYSE's odd-lot order service. For further information on requirements for electronic transmission of
orders, please refer to Information Memo 02-48.

Members and member organizations are responsible for all order activity effected through the use of their
own or their vendors' electronic order routing systems. Firms who fail to adequately monitor for compliance by
their customers may be subject to formal disciplinary action, including fines or the suspension or termination
of its ability to enter odd lot orders or sponsor customers entering odd lot orders over its electronic order

routing systems or other regulatory sanction as appropriate. 1 

b. Books and Records

All members and member organizations are reminded of their continuing obligation to accurately record
account type information in their audit trail reporting in accordance with NYSE Rule 130(d), and should be
aware that their obligation to provide accurate account type information in reporting program trading extends
to the incidental odd-lot portions of a program; failure to properly provide account type information may result
in disciplinary action against the firm. Therefore, members are advised to be especially diligent in their efforts
to ensure the accuracy of program trading-related audit trail information.

V. NYSE Regulation Staff Contacts

Questions concerning this Information Memo should be addressed to:
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Clare F. Saperstein, Principal Rule Counsel, Market Surveillance, at (212) 656-2355

Douglas Witter, Senior Special Counsel, Market Surveillance, at (212) 656-4875

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
Booth in the EBR. Questions that are not time sensitive may also be submitted to Ask Market Surveillance.
(For information about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3, which
was issued on January 30, 2006, if you or your firm is not already a subscriber.)

___________________________________

Robert A. Marchman

Executive Vice President

Information Memo

Market Surveillance

New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

Number 95-28

July 10, 1995

NYSE

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Positioning to Facilitate Customer Orders

The purpose of this memorandum is to present the Exchange's view of various trading strategies employed
by member organizations to facilitate customer stock or program orders. Although it is not possible to provide
an all-inclusive discussion of these strategies, the Exchange believes it is important to describe the kind of
activity which would be inconsistent with just and equitable principles of trade.

A member organization “A” commits to sell (buy) securities after the close to (from) a customer at the closing
price on the Exchange. To position itself to facilitate this transaction, “A” buys (sells) the stock(s) throughout
the day in a proprietary account, assuming the risk of the market. In order to reduce the risk of the proprietary
position it is assuming during the day, “A” leaves a portion of the position to be executed at the close. If
the size of the transaction(s) “A” intends to execute at the close can reasonably be expected to impact the
closing price(s), “A” should not buy (sell) any stock related to that position near the close. (“:A” would not be
precluded from entering proprietary market-on-close orders for execution in the closing transaction, if “A”
is not representing any proprietary orders near the closing transaction). What constitutes “near the close”
depends upon the degree of risk which can reasonably be attributed to the position established by that trade
versus the reasonably anticipated impact the trade at the close will have on the closing price. While each
situation may be unique, depending upon the size of the transaction and the liquidity of the stock, generally
traded executed after 3:40 p.m. would be considered “near the close.” Engaging in such transactions for
the firm's proprietary account would be conducted inconsistent with just and equitable principles of trade.
However, “A” would not be precluded from executing the customer's order on an agency basis at any time,
including at or near the close. It should be recognized, however, that this does not preclude the Exchange
from determining that such activity may be a violation of the anti-manipulative provisions of the Securities
Exchange Act of 1934 or Exchange rules.
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Similarly, intra-day, it would be conduct inconsistent with just and equitable principles of trade for a member
organization to effect any transactions in a stock while knowing of the imminent execution of a block, in
order to subsequently liquidate the position by participating on the contra-side of the block transaction. For
example, if “A” knows a block will be bought one-quarter of a point up from the current market, “A” should not
buy stock to subsequently sell into the block transaction at the higher price.

In addition, it would be conduct inconsistent with just and equitable principles of trade for any person to
disclose to any other person trading strategies or customers' orders for the purpose of that person taking
advantage of the information for personal benefit or for the benefit of the member organization. This does not,
however, preclude a member organization from soliciting interest to trade with the contra side of a block in the
normal course of engaging in block facilitation activities.

Member organizations are required to establish and maintain procedures reasonably designed to review
facilitation activities for compliance with Exchange rules and federal securities laws. Member organizations
must ensure that trading strategies engaged in by their proprietary traders to facilitate customers' orders
have an economic basis and are not engaged in to mark the closing price or to mark the value of a position.
In addition, before any at-the-close customer order is transmitted to the Floor, the member organization
accepting the order must exercise due diligence to learn the essential facts relative to the order, including
the purpose and propriety of the at-the-close instructions, particularly when it has knowledge of other orders
executed for the customer's account during the day.

Questions regarding the above may be directed to Agnes Gautier at (212) 656-4608.

___________________________________

Robert J. McSweeney

Senior Vice President

Market Surveillance Division

Member Education Bulletin

2006-3

NYSE

Date: January 30, 2006

To: All Member, Member Organizations, Legal and Compliance Officers

From: Market Surveillance Division

Re: “ASK MARKET SURVEILLANCE” - NEW SOFTWARE SYSTEM BEING RELEASED MID-FEBRUARY,
2006

NYSE Regulation is pleased to announce the release of “Ask Market Surveillance”, a computer-based legal
research tool. The software application, which will be made available to Floor members and Floor member
organizations (and their Floor staff and Legal and Compliance Departments), will be available beginning in
mid-February, 2006. Details on signing up and gaining access to Ask Market Surveillance begin on Page 2 of
this Member Education Bulletin.

Ask Market Surveillance is an exciting new tool that combines two principal capabilities into one application:

• Easily and efficiently locate online interpretive guidance on NYSE trading rules; and
• Request targeted interpretive guidance directly from NYSE Regulation's Market Surveillance

Division.

Find Interpretive Guidance Quickly and Easily

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

642

http://researchhelp.cch.com/License_Agreement.htm


To assist in locating relevant material, Ask Market Surveillance offers users a powerful search engine that
simultaneously combs the various published interpretive materials maintained by the Exchange including:

• Constitution and Rules
• Information Memos
• Member Education Bulletins
• Floor Official Manual
• Hearing Panel Decisions
• Previously-asked Questions and Answers.

Relevant search results are returned in an easy-to-navigate table format. To view a document, users simply
click on items in the results list. Documents can be printed directly from the system to any of the users'
attached or networked printers.

If the original search results are too broad, the application lets users drill down within those results to locate
more specific items. The system will save the users' search parameters so that users can easily re-run
previous searches with a single click.

Pose Interpretive Questions to Market Surveillance Division Staff

Not every interpretive question can be answered by existing interpretive materials. That's why Ask Market
Surveillance permits users to submit interpretive questions to Market Surveillance Division staff, who will
research them and provide answers as quickly as possible. The turnaround time for any particular request will
vary depending on the complexity of the question.

Questions that are posed and responded to in the system may be published in the Ask Market Surveillance
database as a way to make the information available to all users online. Information that could identify
submitters or their affiliations will be removed before questions and answers are published.

Please note that because answers cannot be provided in real time, users should continue to bring time-
sensitive questions directly to Market Surveillance Division personnel in person on the Floor or via telephone.
Staff will work with the user to find a more immediate answer, which may then be entered into Ask Market
Surveillance by the responding staff person.

Other Key Features of Ask Market Surveillance

Ask Market Surveillance incorporates a number of additional features that make it easy to use.

• “Hot Topics”: Through its “Hot Topics” feature, Ask Market Surveillance can help users keep abreast
of new and amended rules, recent publications by the Market Surveillance Division and questions
frequently raised with the Division.

• Email Notifications: Users don't need to manually check the status of their inquiries - instead, the
system will generate emails to users letting them know when their questions have been answered,
or inviting them to provide additional information necessary to answer a question.

• Special Notices: When users log on, Ask Market Surveillance presents an initial window that will
alert them to new developments, the addition of new “Hot Topics” and other system news.

• Availability from the Floor: Member Organizations who have access to the Electronic Filing Platform
(EFP) from the Floor will be able to access Ask Market Surveillance directly from the Floor.

• Availability from Upstairs Compliance Offices: Access to Ask Market Surveillance will be
via the internet-based EFP, to which most member organizations already have access.
Questions regarding the EFP should be directed to Harry Mousmoules at (212) 656-4337 or
hmousmoules@nyse.com.

Signing Up for Ask Market Surveillance
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Members and Member organizations who are interested in signing up for Ask Market Surveillance are asked
to follow the procedure described below.

1. Designate a single point-of-contact. In order to facilitate the signing up of new accounts, we ask
that the chief compliance officers at member organizations identify eligible staff (i.e., Floor personnel
and legal and compliance personnel involved in Floor-related activities) who should have access to
Ask Market Surveillance.

The chief compliance officer or a designated individual will be responsible for certifying that users
are eligible. participants, and for keeping all user information up-to-date.

2. Register your organization's users. The chief compliance officer or a designated individual
should provide a list of persons (first name and last name) approved by the member or member
organization to use the system, along with each individual's business e-mail address to
askmarketsurveillance@nyse.com. Please note that only the designated point person will be able
to set up new accounts for that member organization. As noted above, at the outset, Ask Market
Surveillance is intended for personnel whose functions are related to trading on the Floor of the
Exchange, and we request that only those individuals be registered as users. Once the account has
been activated, the individual users will be advised by e-mail.

Using Ask Market Surveillance

Ask Market Surveillance was designed to be an intuitive system so that users can begin using the system
without formal training. New users will receive a “Quick Reference Card” via email when they are registered,
which should answer most questions that they may have. The Quick Reference Card will also direct users on
how to obtain additional assistance if necessary.

Members and member organizations are reminded that Ask Market Surveillance is intended to provide rule
interpretation guidance only from NYSE Regulation's Market Surveillance Division. We will make every effort
to route non-Market Surveillance questions to the appropriate Exchange staff for resolution.

To facilitate the process of responding to inquiries, we ask that questions sent to Ask Market Surveillance
be reasonably focused and provide all information necessary to answer the question. If a question is
incomplete or unclear, a Market Surveillance staff person may find it necessary to reach out to a user for
more information or clarification, which will delay your response. In the event that clarifications are required,
users will receive an e-mail from the system. For your convenience, the email will contain a clickable link to
the relevant screen on the system.

General Contacts

If you have questions about Ask Market Surveillance, please direct them to:

Question regarding system functionality and database content:

Daniel Labovitz, Director, Market Surveillance, (212) 656-2081; or

Carol Krusik, Director, Market Surveillance, (212) 656-4597

Questions regarding signing up for Ask Market Surveillance:

Wendy Lugo, Analyst, Market Surveillance, (212) 656-5819

___________________________________

Robert A. Marchman

Executive Vice President

Market Surveillance Division

Imbalance Publications and MOC/LOC Order Entry
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Time DMMs Brokers and Traders
 

3:00 p.m.- 3:40
p.m.

▪ May publish informational imbalance
of any size with prior Floor Official
approval.

▪ May enter MOC/LOC orders
on either side regardless
of informational imbalance
publication.

▪ May cancel MOC/LOC
orders for any reason.

 

3:40 p.m.- 3:50
p.m.

▪ Must publish imbalances greater than
50,000 shares (NYSE), 25,000 shares
(NYSE Amex).

▪ May enter MOC/LOC orders
only to offset published
imbalances.

▪ Must update any informational
imbalances published earlier:

▪ May not cancel MOC/LOC
orders except to correct
order entry error.

○ if there is an imbalance greater
than 50,000/25,000 shares;

○ if there is any other “significant”
imbalance;

○ or publish “no imbalance”.
▪ May publish any other “significant”

imbalance of any size (e.g. less than
50,000/25,000 shares but significantly
greater than the average daily volume
for the stock) with prior Floor Official
approval.

 

3:50 p.m.- 4:00
p.m.

▪ Must update any 3:40 p.m.
publications:

▪ May enter MOC/LOC orders
only to offset published
imbalances.

○ if there is an imbalance greater
than 50,000 shares (NYSE),
25,000 shares (NYSE Amex);

▪ No cancellations of MOC/
LOC orders for any reason.

○ if there is any other “significant”
imbalance;

○ or publish “no imbalance” if less
than 50,000/25,000 shares.

▪ Subject to Floor Official approval,
should publish a “significant”
imbalance at 3:50 p.m. even where
there was no publication at 3:40 p.m.

▪ May publish any other “significant”
imbalance of any size with prior Floor
Official approval.

 

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See also NYSE and NYSE Amex Equities Rule 123C(7) for Expiration Day auxiliary procedures for the
integration of orders related to expiring index contracts into the Exchanges' opening procedures.

2  See Section IV. D. of this memo for more information on NYSE and NYSE Amex Equities Rule 123C(8).
3  See Section IV. B. of this memo for more information.
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4  In the event of a regulatory halt effective at 3:40 p.m. or later, MOC/LOC orders may be entered (on
either side of the market) or canceled up to 3:50 p.m. or until the stock reopens, whichever occurs first.
See NYSE and NYSE Amex Equities Rules 123C(1) and (2).

5  Imbalance publications include both MOC and marketable LOC orders (based on the last sale price at
the time the publication is made). See NYSE and NYSE Amex Equities Rule 123C(5).

6  Floor Official approvals to publish informational imbalances should be recorded on the Floor Official
Approval form under Item 12 ("Consultation/Other"). Members should state the proposed imbalance
information and note any other relevant information (e.g. ADTV, size, degree of impact) in connection
with the request.

7  For more information on how the reference price is determined, see NYSE and NYSE Amex Equities
Rule 123C(6)(c).

8  See NYSE Information Memo 2009-05 (February 4, 2009) (attached), describing changes to NYSE and
NYSE Amex Equities Rules 116.40 and 123C(3) and the printing of the closing transaction. Members
and member organizations are reminded that, when arranging the Close, they may not use the Display
Book system in an inappropriate manner designed to discover information about unelected stop orders.

1  NYSE Regulation has recently imposed formal disciplinary sanctions and significant fines for odd-lot
trading violations, which are described in Hearing Panel Decisions 07-10, 06-160, 06-171, and 06-192
and posted on NYSE.com.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 09-43

Click to open document in a browser

September 1, 2009

   Nyse Regulation, Inc

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: INCREASE TO DMM QUOTING REQUIREMENTS UNDER NYSE RULES 103B AND 104

I. Purpose

The purpose of this Information Memo is to advise members and member organizations that effective
September 1, 2009, the New York Stock Exchange LLC (“Exchange” or “NYSE”) amended NYSE Rules 103B
and 104 to increase the amount of time that a Designated Market Maker (“DMM”) unit must maintain a bid at
the National Best Bid (“NBB”) and an offer at the National Best Offer (“NBO”) (collectively herein “NBBO”) for
an aggregate average period of time monthly.

II. Background

The Exchange's market model is designed to encourage DMMs to add liquidity at the NBBO. Specifically, the
Exchange maintains quoting requirements for DMM units pursuant to NYSE Rules 103B (“Security Allocation
and Reallocation”) and 104 (“Dealings and Responsibilities of DMMs”). The quoting requirement pursuant to
Rule 103B serves as the objective standard to determine DMM unit eligibility for participation in the allocation
process. NYSE Rule 104 employs the same numerical standards as it relates to one of the DMM unit's
affirmative obligations to maintain a continuous twosided quote.

Under current NYSE Rules 103B and 104, for listed securities that have a consolidated average daily volume
of less than one million shares per calendar month (“Less Active”) a DMM unit must maintain a bid and an
offer at the NBBO for an aggregate average monthly time of 10% or more during a calendar month. For listed
securities that have a consolidated average daily volume equal to or greater than one million shares per
calendar month (“More Active”), the DMM unit must maintain a bid and an offer at the NBBO for an aggregate
average monthly time of 5% or more during a calendar month. DMM units are required to satisfy the quoting
requirement for both categories of their assigned securities.

III. Quoting Requirement Increase

Effective September 1, 2009, the Exchange has amended NYSE Rules 103B and 104 to increase DMM units'
quoting requirement for both Less Active and More Active securities. For Less Active securities NYSE Rule
103B Section II (D) and NYSE Rule 104(a)(1)(A) now require that DMM units must maintain a bid and an
offer at the NBBO for an aggregate average monthly time of 15% during a calendar month. For More Active
securities, NYSE Rule 103B Section II (E) and NYSE Rule 104(a)(1)(A) now require that DMM units must
maintain a bid and an offer at the NBBO for an aggregate average monthly time of 10% during a calendar
month.

The Exchange believes that increasing the quoting requirements pursuant to both NYSE Rules 103B and 104
is consistent with the Exchange's commitment to providing its customers with a trading venue that has deep
liquidity at the NBBO and transparency, the hallmark of a fair and efficient market.

IV. Staff Contacts

Questions regarding the operational procedures described in this Information Memo should be directed to:
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Todd Abrahall, Vice President, Operations, at (212) 656-4966.

Regulatory questions regarding this Information Memo should be addressed to:

Deanna Logan, Managing Director, Office of General Counsel, at (212) 656-2389.

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
booth in the Garage. Questions that are not time sensitive may also be submitted to Ask Market Surveillance.
(For information about the Ask Market Surveillance System, refer to Member Education Bulletin 2006-3,
which was issued on January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

NYSE Regulation, Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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August 25, 2009

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: NYSE AND NYSE AMEX EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: HARMONIZATION OF NYSE AND NYSE AMEX EQUITIES RULES 406 and 409A WITH FINRA
RULES 3250 AND 2266

I. Purpose

The purpose of this Information Memo is to inform New York Stock Exchange, LLC (“NYSE”) and NYSE
Amex LLC (“NYSE Amex,” together with NYSE, the “Exchanges”) members and member organizations of
the following equities rule changes recently approved for immediate effectiveness by the Securities and
Exchange Commission (the “Commission”):

• Designation of Accounts (Rule 406 adopted as new Rule 3250); and
• SIPC Disclosures (Rule 409A replaced with new Rule 2266). 1 

II. Overview of Rule Changes

In order to reduce regulatory duplication and to provide for less burdensome and more efficient compliance
with member firm conduct rules and requirements, the Exchanges amended Rules 406 and 409A to
harmonize their Rules with changes to corresponding rules recently filed by the Financial Industry Regulatory

Authority, Inc. (“FINRA”) and approved by the Commission. 2 

III. Staff Contacts

Questions concerning these rule changes may be addressed to the following:

Clare Saperstein, Managing Director, NYSE Regulation Inc., at (212) 656-2355

Jason Harman, Consultant, NYSE Regulation Inc., at (212) 656-2661

___________________________

NYSE Regulation, Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release Nos. 60457 (August 7, 2009), 74 FR 41763 (August
18, 2009) (SR-NYSE-2009-76); 60458 (August 7, 2009), 74 FR 41778 (August 18, 2009)
(SR-NYSEAmex-2009-52); 60511 (August 17, 2009), 74 FR 42714 (August 24, 2009) (SR-
NYSEAmex-2009-51); 60512 (August 17, 2009), 74 FR 42717 (August 24, 2009) (SR-NYSE-2009-75).
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2  See Securities Exchange Act Release Nos. 59947 (May 20, 2009), 74 FR 25293 (May 27, 2009) (SR-
FINRA-2009-017); 59987 (May 27, 2009), 74 FR 26902 (June 4, 2009) (SR-FINRA-2009-016). See also
FINRA Regulatory Notice 09-33 (June 15, 2009). To more readily identify those NYSE and NYSE Amex
Equities Rules that have been harmonized with FINRA Rules, the Exchanges have adopted the same
numbering for their new Rules as FINRA uses in the Consolidated FINRA Rulebook. Rule 406 has been
replaced with Rule 3250, which corresponds to FINRA Rule 3250, and Rule 409A has been replaced
with Rule 2266, which corresponds to FINRA Rule 2266. These rule changes are operative as of August
17, 2009, the same operative date as FINRA's rule changes. For more details concerning these new
Rules, see FINRA Regulatory Notice 09-33 (June 15, 2009).
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August 14, 2009

   ATTENTION: CHIEF EXECUTIVE OFFICER, CHIEF OPERATIONS OFFICER, LEGAL AND
COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENT TO RULE 134 - QUESTIONED TRADE RESOLUTION DURING COMPARISON
OF EXECUTED TRANSACTIONS

I. Purpose of this Information Memo

The purpose of this Information Memorandum is to inform members and member organizations of New York
Stock Exchange, LLC (“NYSE”) and NYSE Amex LLC (“NYSE Amex,”)( collectively referred to herein as the
“Exchanges”) of the procedures related to questioned trade (“QT”) resolution during comparison of executed
transactions pursuant to NYSE and NYSE Amex Equities Rules 134 (Differences and Omissions-Cleared
Transactions).

II. Background

The On-Line Comparison System (“OCS”) provides the first step in trade settlement for comparison
processing, which includes matching initial trade submissions, correction processing, omnibus processing
and questioned trade (“QT”) resolution for trades that take place on the Exchanges. OCS interacts with
members and member organizations in their roles as clearing firms, brokers and Designated Market Making
Units (“DMM Units”) for executions. OCS is linked internally to the trading systems and externally to the
National Securities Clearing Corporation.

To facilitate the comparison process, the Exchanges utilize omnibus account designations to record trade
data. Using omnibus account designations allows for universal contras for one trade side, reducing the
number of different data elements that have to be independently recorded into a broker's hand-held device or
written on a Floor report for a trade and, thereby, diminishing the likelihood of error.

Despite the increased automation of the trading process and the use of universal designations, there are still
a few trades that do not successfully “compare” i.e., all the trade data elements from each side, buy and sell,
do not match as a result of inaccurate information being transmitted on a trade. When trades do not compare
a QT is created. QTs go through what is known as the QT process. This process, outlined in Rules 134 of
the Exchanges, mandates that clearing member organizations must resolve any trades that have not been

successfully compared by the first business day after the trade date (“T+1”). 1   Both NYSE and NYSE Amex
Rules 134 also detail the procedures and time benchmarks that must be adhered to in resolving QTs.

III. Amendment of NYSE Rule and NYSE Amex 134

OCS must reconcile the balances in the omnibus accounts at the end of each trading day. The accounting
procedure used for trade resolution requires that an omnibus account must net to zero at the end of any
trading session. The Exchange, therefore, assigns on T+2, any open balance in any of the omnibus accounts
it uses to compare trades to either a DMM Unit or the member organization that has been identified as the
clearing firm for one side of an unresolved trade. A clearing firm would be assigned as the default contra
side in a trade that resulted from an execution involving e-Quotes, i.e., trades involving Floor broker agency
interest files. The DMM Unit would be assigned in instances where there is an open imbalance in an omnibus
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account that resulted from execution of orders that did not involve an e-Quote, whether the DMM was
involved in the transaction or not.

NYSE and NYSE Amex Rules 134 were amended on May 28, 2009 to make it clear that the Exchange will
assign a clearing firm or DMM Unit as the contra side to an imbalance in any omnibus account that is used
by OCS. The assignment of a default contra side will allow the omnibus accounts to balance while any open
trade or imbalance is researched and resolved subsequent to the second day after the trade.

IV. Staff Contacts

Operations questions concerning this memorandum may be addressed to the following:

John Schwarzbeck, Director NYSE Post Trade Operations, at (212) 656-5462 Regulatory questions
concerning this memorandum may be addressed to the following:

Deanna G. W. Logan, Managing Director, NYSE Regulation, at (212) 656-2389.

Questions may also be directed to OFSU via the White Phone or in person at their booth in the Garage.
Questions that are not time sensitive may also be submitted to Ask Market Surveillance. (For information
about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3 (January 30, 2006)
(attached), if you or your firm is not already a subscriber.)

___________________________

NYSE Regulation, Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See NYSE and NYSE Amex Rules 134(a).
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August 6, 2009

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Regulatory Guidance on Handling of Large Orders

Introduction

NYSE Regulation, Inc. (“NYSER”) has periodically issued regulatory guidance on the appropriate handling of
such orders, most recently in Information Memos 09-26 and 09-29. The execution of such orders can raise
various regulatory concerns, including potential conflicts of interest, best execution obligations, manipulation,
and special considerations relating to trading strategies and benchmarks revolving around the closing

price. 1   The NYSER Regulatory Risk Group recently conducted a survey of large and medium New York

Stock Exchange (“NYSE”) and NYSE Amex LLC (“NYSE Amex”) (collectively, “Exchanges”) 2   member
organizations regarding their supervision and control of large agency and proprietary orders that may have a
significant market impact, particularly at or near the close. NYSER is issuing this Information Memo to provide
guidance to members and member organizations (collectively, “member organizations”) on the survey results
that may be useful in designing and/or enhancing supervision of large orders.

Supervision—Importance of Effective Control Environment

Pursuant to NYSE Rule 342, member organizations are required to maintain written policies, procedures, and
supervisory controls reasonably designed to assure compliance with all rule requirements, including detecting
and preventing potentially violative conduct in connection with the handling of large orders that may have a
market impact. The list below is intended to provide guidance to member firms in their efforts to implement
reasonable supervisory systems and controls and is not intended as an exhaustive list of requirements to
satisfy supervisory obligations under Exchange rules, as reviews of supervisory systems and controls are fact
and circumstance dependent.

While each member organization must tailor its supervision and control environment to the size and scope
of its activities, the survey results and other feedback from member organizations identified certain common
elements of effective supervision of large order trading and facilitation:

1. Written Policies and Procedures. Member organizations should have written policies and
procedures that provide clear guidance, meaningful standards of conduct and regular training
for both supervisors and traders. If, for example, traders are required to consult with supervisors
about larger transactions, parameters for such consultation should be articulated. Required trade
reviews by supervisors should be defined as to reports, frequency of reviews, and standards for
reviews. Training should be provided with sufficient frequency to remain current and effective, and
new supervisors and traders should be trained upon taking on positions where such training is
appropriate. Because activity related to orders and trading in equity markets may be initiated or
handled by derivatives and fixed income desks as well as by the usual range of equity block and
agency desks, such policies and procedures, guidance and training should be provided to all trading
desks that handle any large equity orders. See NYSE Rule 345A(b)(2)(ii) (Minimum Standards for
Training Programs).

2. Identification of Supervisory Personnel. The written policies and procedures should clearly
identify who is responsible for supervising particular traders, trades and activity. In many instances,
NYSER has observed that identification of supervision over a particular individual and/or trading

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

653

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P09-40%2909013e2c858e8669?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


aggregation unit or specific activity has been unclear. Supervisors should know who they are
supervising and be familiar with the trading strategies deployed on relevant trading desks. Similarly,
traders should know who is responsible for supervision of their large order activity, as well as what
approvals are needed and whom to consult with questions or concerns. Supervision should be
clearly documented within written supervisory procedures and be further noted on supervisory
checklists. See NYSE Rule 342(a).

3. Reports. Surveillance and/or supervisory reviews should be developed to detect potentially
manipulative activity across different products and trading platforms. The required frequency of
reviews and escalation parameters should be clearly articulated.

4. Pre- and Post-Trade Reviews. Whether supervisory procedures should include pre- and post-trade
reviews, with defined parameters and frequency of review with respect to large trades, is a matter
that will depend on the size and scope of activity of a given member organization. The more activity,
the greater should be the pre- and post-trade reviews. Supervisors should identify “red flags” or
unusual trading activity (including patterns or themes of such activity) that could be indicative of
potentially violative activity. Written supervisory procedures should articulate, to the degree possible
without being overly formulaic or restrictive, what constitutes a “red flag” or other unusual activity,
and the process for dealing with the discovery of a “red flag” or unusual activity, including who is
responsible for investigation, remediation, oversight and documentation thereof.

5. Issue Escalation. There should be a formal written policy on sales and trading desks for escalating
trade-related issues to a supervisor and also to appropriate support areas for consultation and
advice. The policy should define the circumstances for escalation to a supervisor, and also define
the circumstances for legal/compliance consultation and the roles, if any, of other groups (such as
operations and risk). The policy should contain specific guidance as to how the escalation policy
applies to the handling of large customer and proprietary orders. Existing policies, reviewed by
NYSER during its survey, include such criteria as the size of an order, the potential impact of an
order on the market, and other factors of significance. See Information Memo 09-22 (Procedures for
Escalating and Addressing Inquiries Arising from Real-Time Regulatory or Trading Issues) (May 28,
2009).

6. Pro-active Trading Limitations. As noted above, each member organization must tailor its
supervision and control environment to the size and scope of its activities. Given the scope of their
business operations, some members firms surveyed found it useful and necessary to utilize blocks
or threshold limits within trading and order management systems that access the market, including
but not limited to direct market access or sponsored access trading arrangements. These blocks
or limits identify and reject orders that are unusually large (either individually or in the aggregate)
as compared to the average daily trading volumes as a means and/or encourage appropriate
supervisory reviews of the handling of orders of potentially significant size.

7. Customer Disclosures. NYSER has observed that, in addition to the disclosures required under

Rule 92, 3   some member organizations mandate disclosures to customers regarding member
organization proprietary trading activity in general, so as to address real or apparent conflicts of
interest.

NYSER believes that implementation of the practices described above will significantly assist member
organizations in their efforts to detect and prevent potentially violative conduct. However, the actual policies
and procedures required for an effective and appropriate internal control environment will vary at each
member organization, depending on the member organization's size and the level of complexity of its
business.

Questions may be addressed to James Wilmoth, Manager, Regulatory Risk Group, 212-656-4919.

___________________________

Robert A. Marchman
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Executive Vice President

Division of Enforcement & Risk Group_

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Member organizations should be fully familiar with Information Memos that have been previously issued
by the Exchange regarding large agency and proprietary orders that may have a significant market
impact. In this regard, member organizations are encouraged to review NYSE Information Memos 95-28,
05-52, 08-65, 09-26, 09-27, 09-29, and 09-30. In addition reference is made to the following: NYSE
Rule 476(a)(6), Securities Exchange Act of 1934 ("Exchange Act") Sections 9 and 10, and the rules
and regulations promulgated thereunder. Member organizations are also encouraged to review the
provisions of NYSE Rule 92 ("Rule 92") and Information Memos 01-21 and 07-87 which discuss Rule
92 and generally outline the limits on member organizations' proprietary trading ahead of or along with
customer orders. See also, In re Lehman Brothers Inc, Exchange Hearing Panel Decision 05-108 (Sept
20, 2005), an NYSE disciplinary case involving such activity.

2  Throughout this Information Memo, any reference to a particular NYSE Rule incorporates reference to
the corresponding NYSE Amex Equities Rule, unless otherwise noted.

3  NYSE Rule 92(b) requires disclosures that must include, among other things, information relating to the
method by which the member organization will allocate shares between the customer's order and the
member organization's proprietary order. See Information Memorandum 07-87 (Amendments to NYSE
Rule 92 - Riskless Principal Trading and Customer Consent under Rule 92(b)) (August 23, 2007). See
also Information Memo 05-52 (Member Obligations in Connection with Volume Weighted Average Price
Transactions) (August 1, 2005).
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August 5, 2009

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Interim Procedures for Orders Incompatible with Entry in NYSE Order Management Systems
(Update #1)

I. Purpose

The purpose of this Information Memo is to set forth interim procedures for members and member
organizations to handle orders in amounts greater than 6.5 million shares, which are currently incompatible
for entry into the NYSE order management systems. This memorandum updates guidance previously issued
on April 30, 2009 (see Information Memo 09-19).

II. Interim Procedures for Orders Incompatible with Entry into the NYSE Order Management
Systems

NYSE and NYSE Amex Equities Rules 123(e) require that prior to representing an order on the Floor,
members and member organizations must record the details of the order in the Exchanges' Front-End
Systemic Capture (“FESC”) database.

All orders and executions that are entered into the NYSE order management systems (i.e., NYSE BBSS®,
NYSE e-Broker TM) are automatically recorded in the FESC database. As a result, brokers and their clerks
who enter orders into BBSS and/or e-Broker may generally rely on those systems to meet their obligations
under Rule 123(e). Because of a systems limitation, however, NYSE BBSS and NYSE e-Broker currently
cannot accept orders greater than 6.5 million shares. Consequently, brokers who wish to represent these

larger orders have expressed concern about Rule 123(e) compliance. 1 

Although the NYSE plans to implement systems changes to BBSS and e-Broker to increase the maximum
allowable order size, until these system changes are in place, the following interim procedures must be
followed for all orders with a size term greater than 6.5 million shares:

• Immediately upon receipt of the order, and prior to representing it on the Floor, the Broker must
create a paper order ticket containing all elements required under SEC and NYSE rules regarding
the terms of the order, such as symbol, side, size and price and include a handwritten notation of

the time of the order on the paper order ticket. 2 
• Immediately following the reporting of any execution of the order, the order must be entered into the

FESC database on an “as of” basis, consistent with the provisions of NYSE Rule 416(a). 3 
• Even though they cannot be entered into BBSS or e-Broker, these orders nevertheless must be

handled and executed in compliance with Regulation NMS and all other Exchange rules.

Please note that procedures specified herein do not affect the requirement to comply with NYSE Rule 123(f)
and NYSE Amex Equities Rule 123(f), which require all reports of executions related to such orders be
reported through FESC.

III. Supervision

Member organizations are reminded that they must have adequate written policies, procedures, and
supervisory controls reasonably designed to detect and deter potential violations of the prohibitions described
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in this Memorandum. Failure to have adequate written policies and procedures in place or to have an
adequate supervisory system in place may result in disciplinary action.

IV. Contacts

Questions about the Operational aspects of this procedure may be directed to: Paul Bauccio, Vice President,
Floor Operations (212) 656 -2929, or Dennis Pallotta, Director, Floor Operations (212) 656 -2929.

Regulatory questions regarding this Memorandum should be addressed to: Patricia Bergholc, Director,
On Floor Surveillance Unit, (212) 656-4948, or Jack Macken, Senior Special Counsel, Division of Market
Surveillance, at (212) 656-2453

Questions that are not time sensitive may also be submitted to Ask Market Surveillance. General questions
concerning the FESC reporting may also be directed to the On Floor Surveillance Unit via the White Phone or
in person at their OFSU Booth on the Floor.

___________________________

NYSE Regulation, Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  NYSE and NYSE AMEX Equities Rules 123.21 exempts from the FESC order entry requirement in Rule
123(e) "…[a]ny orders which by their terms are incompatible for entry in an Exchange system relied on
by a Floor member to record the details of the order in compliance with this Rule…." Notwithstanding this
provision, members and member organizations are required to maintain all required order documentation
under Securities Exchange Act Rule 17a-3 and 17a-4 and the remaining provisions of NYSE and NYSE
AMEX Rule 123.

2  See NYSE and NYSE AMEX Equities Rules 123(b), Receipt of Orders.
3  Pursuant to NYSE and NYSE Amex Equities Rules 416(a), members and member organizations are

required to submit information to the Exchange "in such form" and "within such time period" as the
Exchange prescribes. NYSE Regulation is currently preparing a clarifying rule amendment that will
incorporate into Rule 123.21 the requirement that orders that by their terms are incompatible with entry
into exchange systems must be entered into the FESC database on "as of" basis.
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July 30, 2009

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: RULE 92(c)(3) OPERATIVE DATE DELAYED TO DECEMBER 31, 2009

I. Purpose

The purpose of this Information Memo is to inform members and member organizations that the Exchange
has filed with the Commission to extend the operative date of NYSE Rule 92(c)(3) from July 31, 2009 to
December 31, 2009. This delayed operative date also applies to NYSE Amex Equities Rule 92(c)(3).

II. Background

In July 2007, the NYSE amended Rule 92 to permit riskless principal trading at the Exchange. In connection
with those amendments, the NYSE implemented Rule 92(c)(3), which requires member organizations
to submit to an Exchange database both a report of the execution of the facilitated order and sufficient
information to provide an electronic link of the execution of the facilitated order to all of the underlying orders.

The NYSE previously informed member organizations that when executing riskless principal transactions,
firms must submit to the Exchange's Front End Systemic Capture (“FESC”) database order execution reports
linking the execution of the riskless principal order on the Exchange to the specific underlying orders. The
delayed operative date for both submitting riskless principal transactions to FESC and for using the “R”
account-type indicator for riskless principal transactions was July 31, 2009.

On July 24, 2009, the NYSE and NYSE Amex filed with the Commission to extend the delayed operative

date of the riskless principal FESC reporting requirements from July 31, 2009 to December 31, 2009. 1   The
NYSE filed for this extension in part so that NYSE Regulation has time to review with the Financial Industry
Regulatory Authority, Inc. (“FINRA”) and member organizations both Rule 92 and FINRA's Manning Rule
for the purpose of harmonizing those rules. On March 12, 2009, NYSE Regulation issued Information Memo
09-13, which requested comments on the proposed harmonized approach to customer order protection, as
set forth in that memo and in the corresponding FINRA Regulatory Notice 09-15. In response to comments
received concerning riskless principal reporting, NYSE Regulation is working with FINRA to establish a
harmonized reporting standard for riskless principal transactions.

III. Operative Date of Riskless Principal Reporting Delayed to December 31, 2009

Until further notice, the use of the “R” account type indicator for riskless principal transactions and the FESC
2   and batch-file 3   reporting requirements for riskless principal transactions are not being implemented. All
riskless principal orders routed to the Exchange should be designated with a “P” account-type indicator.

Member organizations are also reminded that if they route riskless principal transactions to the Exchange
using a “P” account-type indicator, the member organization must have in place systems and controls that
allow it to easily match and tie riskless principal executions at the Exchange to the underlying orders, and
that it be able to provide this information to NYSE Regulation upon request. This requirement and the new
delayed implementation date of December 31, 2009, are set forth in Rule 92.95.

IV. Supervision
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Member organizations are reminded that they must have adequate written policies, procedures, and
supervisory controls reasonably designed to detect and deter potential violations of the rule as described in
this Memorandum. Failure to have adequate written policies and procedures in place or to have an adequate
supervisory system in place may result in disciplinary action.

V. Staff Contacts

Questions regarding Rule 92 may be directed to:

Clare Saperstein, Managing Director, NYSE Regulation, at (212) 656-2355 Andrew White, Director,
NYSE Regulation, at (212) 656-4498

___________________________

NYSE Regulation, Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See SR-NYSE-2009-73 and SR-NYSEAmex-2009-48, filed July 24, 2009.
2  See Technology Member Firm Notification, "Interfacing with FESC Real Time to Support Amendments to

Rule 92," (Mar. 24, 2008).
3  See Interface Specifications, "Batch File Format for Rule 92 Riskless Principal Trading, Version 1.1."

(Mar. 28, 2008).
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July 24, 2009

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ELIMINATION OF REGISTERED COMPETITIVE MARKET MAKERS (“RCMMs”) AND
COMPETITIVE TRADERS (“CTs”) AS VALID CLASSES OF NYSE TRADERS

The purpose of this Information Memorandum is to advise members and member organizations of the
New York Stock Exchange, LLC that the NYSE is eliminating Competitive Traders (“CTs”) and Registered
Competitive Market Makers (“RCMMs”) as valid classes of NYSE Floor traders, effective July 27, 2009.

Following a careful cost benefit analysis, the Exchange applied for, and received, permission from the
Securities and Exchange Commission to rescind those registrations and to delete NYSE Rules 107A and

110. 1 

Elimination of the CT and RCMM categories does not revoke the trading licenses (i.e., memberships) of the
organizations with which these individuals are affiliated. Assuming these trading licenses are retained, the
individuals are free to pursue becoming either Floor brokers or Designated Market Makers if they wish to
continue to engage in business on the Floor of the Exchange. Of course, a trading license also entitles a firm
to trade from off the Floor through the Exchange's electronic systems.

Operations questions concerning this memorandum may be addressed to:

Paul Bauccio, Senior Vice President, Operations, at (212) 656-2929

Dennis Pallotta, Director, Operations, at (212) 656-5236.

Regulatory questions concerning this memorandum may be addressed to:

Deanna G.W. Logan, Managing Director, NYSE Regulation, at (212) 656-2389 Andrew White, Director,
Market Surveillance, at 212-656-4498.

___________________________

NYSE Regulation, Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities and Exchange Act Release No. 60356 (July 21, 2009) (SR-NYSE-2009-08).
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July 24, 2009

   ATTENTION: CHIEF EXECUTIVE OFFICER, CHIEF OPERATIONS OFFICER, LEGAL AND
COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NON-REGULAR WAY SETTLEMENT ORDERS

I. Purpose of this Information Memo

The purpose of this Information Memorandum is to inform members and member organizations of new
procedures with respect to the entry and handling of orders with non-regular way settlement instructions on
the New York Stock Exchange, LLC (“NYSE”) and NYSE Amex LLC (“NYSE Amex”) (collectively herein the
“Exchanges”).that was effective July 1, 2009.

II. Background

On February 25, 2009, the Exchanges amended its rules to require that all orders submitted to the
Exchanges be submitted for regular way settlement (i.e., settlement on the third business day following trade

date). 1   In response to certain customer requests the Exchanges will permit customers to directly submit
orders containing non-regular way settlement instructions, directly to a Floor broker for execution.

III. Rules of the Exchanges Relating to Orders for Non-Regular Way Settlement

The Exchanges have adopted new Rule 14 (“Non-Regular Way Settlement Instructions for Orders”) to
allow customers to directly transmit an order containing instructions for cash, next day and seller's option
settlement to a Floor broker for representation at the point of sale. Direct transmission to a Floor broker for
representation is the only acceptable mechanism for customers to send such orders to the Exchanges.

Rule 14 defines non-regular way settlement instructions valid for entry on the Exchanges. Orders submitted
with cash settlement instructions require delivery of the securities on the same day as the trade date. Next
day settlement instructions require delivery of the securities on the first business day following the trade date.
Orders containing seller's option settlement instructions affords the seller the right to deliver the security or
bond at any time within a specified period, ranging from not less than two business days to not more than
60 days for securities and not less than two business days and no more than 60 days for U.S. government
securities.

Further, pursuant to new Rule 14, a customer that requests the execution of an order pursuant to nonregular
way settlement instructions of cash, next day or seller's option must send the order directly to a Floor broker
booth location on the Floor of the Exchanges. A Floor broker who receives an order containing non-regular
way settlement instructions must enter the order into broker systems prior to representing the order to comply
with his or her FESC obligations under NYSE Rule 123. Thereafter, the Floor broker may represent the order
at the point of sale. Executions of these orders must be reported to the Consolidated Tape with cash, next
day or seller's option transaction indicators as appropriate.

In addition, the Exchanges have amended Rules 64 (Bonds, Rights and 100-Share-Unit Stocks), 66 (U.S.

Government Securities) 2  , 130 (Overnight Comparison of Exchanges Transactions), to allow for nonregular
way settlement as prescribed by Rule 14. The Exchanges have also amended Rules 137 (Written Contracts)
and 137A (Samples of Written Contracts) to include seller's options in written contracts. The Exchanges have
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reinstated Rules 177 3   and 179 to re-establish, “Delivery Time - “Cash” Contracts” and “Seller's Option”
in order to specify delivery times for transactions made pursuant to cash and seller's option settlement
instructions. The Exchanges have further amended Rule 189 (Unit of Delivery) to specify that the buyer
shall not be required to accept a portion of a lot of securities contracted for before the option expiration date.
Rules 235 (Ex-Dividends, Ex-Rights), 236 (Ex-Warrants), 257 (Deliveries After “Ex” Date) and 282 (Buy-
In Procedures) were amended to add specific provisions related to orders submitted with cash settlement
instructions. Rule 241 (Interest - Added to Contract Price) was amended to add specific provisions related to
orders submitted with seller's option settlement instructions.

Rule 64, was amended to:

(1) add paragraph (a)(ii) to require that on the second and third business days preceding the final day
for subscription, bids and offers in rights may only be made for next day settlement, and may only
be made for cash settlement on the day preceding the final day for subscription;

(2) add paragraph (b) to require that all trades for other than regular way settlement that are more
than .10 point away from the regular way bid or offer must be approved by a Floor Official, except
that this will be expanded to .25 during the last trading week of the calendar year; and

(3) add paragraph (c) to require that while for seller's option trades, the settlement date is established in
business days, they must be reported to the Tape in calendar days.

Odd Lot Orders

Further, pursuant to the new Rule 14 on the Exchanges, non-regular way settlement instructions may be
entered only for round lot orders and orders that are comprised of a round lot and an odd lot, i.e., partial
round lot orders (“PRLs”). Odd-lot orders may not contain non-regular way settlement instructions. Exchange
systems and order execution and post settlement processing will not support non-regular way settlement
for odd-lots. PRL orders submitted with non-regular way settlement instructions will be executed pursuant to
the provisions of amended Rule 124.40 (ii), which requires that the odd-lot portion of the PRL sent to a Floor
broker will be executed at the same price of the last round lot in the security in order to better facilitate the
post settlement processing of these orders.

IV. Staff Contacts

Operations questions concerning this memorandum may be addressed to the following:

Paul Bauccio, Senior Vice President, Operations, at (212) 656-2929 Dennis Pallotta, Director, Operations, at
(212) 656-5236.

Regulatory questions concerning this memorandum may be addressed to the following:

Deanna G.W. Logan, Managing Director, NYSE Regulation, at (212) 656-2389.

Questions may also be directed to OFSU via the White Phone or in person at their booth in the Garage.
Questions that are not time sensitive may also be submitted to Ask Market Surveillance. (For information
about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3 (January 30, 2006)
(attached), if you or your firm is not already a subscriber.)

___________________________

NYSE Regulation, Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Footnotes

1  See Securities and Exchange Act Release No. 59446 (February 25, 2009), 74 FR 9323 (March 3, 2009)
(SR-NYSE-2009-17).

2  Currently, the Exchange does not trade any U.S. Government securities.
3  Members are reminded that pursuant to Rule 177. deliveries against transactions made for “cash”, as

prescribed in Rule 14 at or before 2:00 p.m. shall be due before 2:30 p.m. Deliveries against transactions
made for “cash” after 2:00 p.m. shall be due within thirty minutes after the time of the transaction.
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July 2, 2009

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: MORATORIUM ON QUALIFICATION AND REGISTRATION OF NEW COMPETITIVE TRADERS
(“CTs”) AND REGISTERED COMPETITIVE MARKET MAKERS (“RCMMs”)

The New York Stock Exchange extended the moratorium on the qualification and registration of new CTs and

RCMMs (“Moratorium”) in order to complete the 19b-4 process for SR-NYSE- 2009-08. 1   The Moratorium is
scheduled to expire the earlier of the approval of SR-NYSE-2009- 08 or July 24, 2009.

Questions concerning this memorandum may be addressed to:

Andrew White, Director, Market Surveillance, at 212-656-4498.

Jennifer D. Kim, Counsel, Office of the General Counsel, at 212-656-6438.

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
booth in the Garage. Questions that are not time sensitive may also be submitted to Ask Market Surveillance.
(For information about the Ask Market Surveillance System, refer to Member Education Bulletin 2006-3,
which was issued on January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

NYSE Regulation, Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release No. 59746 (April 10, 2009), 74 FR 17702 (April 16, 2009) (SR-
NYSE-2009-08)(eliminating RCMMs and CTs as valid classes of traders).

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

664

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P09-35%2909013e2c858a49f6?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 09-34

Click to open document in a browser

July 1, 2009

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: New Rule 80B Circuit Breaker Level for Third Quarter 2009

EFFECTIVE July 1, 2009 through September 30, 2009

Rule 80B trading halts will be triggered when the Dow Jones Industrial Average (“DJIA”) declines below its
closing value on the previous trading day by:

850 points (Level 1)
1,700 points (Level 2)
2,600 points (Level 3)

NYSE and NYSE Amex Equities Rule 80B

Whenever a Rule 80B circuit breaker is in effect, trading in all stocks on NYSE and NYSE Amex Equities will
halt for the time periods specified below.

Level 1 Halt

• anytime before 2:00 p.m. - one hour;
• 2:00 p.m. to 2:30 p.m. - 30 minutes;
• at or after 2:30 p.m. - trading shall continue, unless there is a Level 2 Halt.

Level 2 Halt

• anytime before 1:00 p.m. - two hours;
• 1:00 p.m. to 2:00 p.m. - one hour;
• at or after 2:00 p.m. - trading shall halt and not resume for the rest of the day.

Level 3 Halt

• at any time - trading shall halt and not resume for the rest of the day.

A complete discussion of the calculation of trigger values for Rule 80B was published in NYSE Information
Memo No. 98-15, dated April 13, 1998.

Questions concerning this Information Memo should be directed to Patricia Bergholc, Market Surveillance, at
(212) 656-4948, or Jason Harman, Office of the General Counsel, at (212) 656-2661.

___________________________

NYSE Regulation, Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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June 26, 2009

   TO: ALL NYSE AND NYSE AMEX MEMBER ORGANIZATIONS

SUBJECT: Clarification to the third paragraph contained in IM 09-29 (June 19, 2009) as well as Answer #2 in
FAQ 09-26 (June 18, 2009)

Purpose

The purpose of this Information Memo is to clarify for all NYSE and NYSE Amex member organizations and
prospective member organizations the third paragraph contained in IM 09-29 (June 19, 2009) as well as
Answer #2 in FAQ 09-26 (June 18, 2009).

Clarification

The third paragraph contained in IM 09-29 (June 19, 2009) as well as Answer #2 in FAQ 09-26 (June 18,
2009) stated:

“Where a large order (or series of orders) is entered at or near the Close that could cause significance price
dislocation, the DMM should immediately seek guidance from a Floor Governor or Executive Floor Governor,
and from NYSE Regulation.”

To clarify, the DMM should seek guidance from a Floor Governor or Executive Floor Governor and together
they can assess whether consultation with NYSE Regulation is appropriate.

Regulatory questions concerning this memorandum may be addressed to the following:

Patricia Bergholc, Director, On Floor Surveillance, at (212) 656-4948 Gordon Brown, Manager, On
Floor Surveillance, at (212) 656-5321 Michael Fryer, Director, Member Trading, at (212) 656-4656
John Saxton, Director, Member Trading, at (212) 656-2324 John S. Macken, Senior Special Counsel,
Market Surveillance, at (212) 656- 2453.

Questions may also be directed to On Floor Surveillance Unit via the White Phone or in person at their booth
in the Garage. Questions that are not time sensitive may also be submitted to Ask Market Surveillance. (For
information about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3 (January
30, 2006) (attached), if you or your firm is not already a subscriber.)

_____________________

John F. Malitzis

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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June 25, 2009

   TO: ALL NYSE AND NYSE AMEX MEMBER ORGANIZATIONS

SUBJECT: Series 15 and Designated Market Maker (“DMM”) Examinations - Application Procedures,
Training and Educational Requirements, and Registration Qualification Examination Procedures

Purpose

The purpose of this Information Memo is to remind NYSE and NYSE Amex member organizations and
prospective member organizations as to the application procedures, training and education requirements,
and registration qualification examination procedures related to the Series 15 and DMM Examinations . This
memorandum should be provided by the member organization to each candidate proposed as a Floor broker
or DMM.

Series 15 Registration

The Series 15 Examination is the general membership qualification examination. Passing the examination
qualifies the individual as a Floor broker. However, a qualified Floor broker does not become an NYSE
or NYSE Amex member until a trading license is issued to them by the Exchange. No one may bid, offer
or execute orders, or otherwise conduct business on the Floor, until they have passed the Series 15
Examination and are assigned a license. Passing the Series 15 Examination is a gating requirement for
taking the DMM Examination.

Application

Only member organizations may propose new members. Written application must be made to the
NYSE's Membership and Training Department.

Required Operational Training and Regulatory Education - The New Member
Orientation Program

Following acceptance of the application, proposed candidates must complete the New Member
Orientation Program (“NMOP”). NMOP consists of a series of nine sessions. Five are operational in
nature and four cover the rules and regulations governing Floor trading. NMOP is offered monthly
beginning on the Monday of the first full business week in the month and concludes at the end of the
third full business week. The sessions are generally held from 8:00 a.m. to 9:00 a.m., except for the
regulatory sessions held on the Tuesday, Wednesday and Thursday of the first week of NMOP which
begin at 7:45 a.m. and end at 9:00 a.m. There are no sessions scheduled for the third week of NMOP.
The third week allows time for concentrated study by candidates and additional coaching by mentors in
preparation for testing on the Thursday in that week.

The following general rules govern NMOP sessions:

• Persons who arrive during the first 10 minutes of the session must remain after the session to
make up the portion of the training they missed.

• Persons who arrive more than 10 minutes late for a session will not be seated.
• If a proposed member misses an entire session, make ups will only be provided where there

is a significant reason for missing the session (e.g., death in the family, serious illness of the
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proposed member or immediate family, documented delay in public transportation) and the
sponsoring member organization provides a written explanation to the Exchange.

• Make up sessions must be completed before the test date and are scheduled at the mutual
convenience of the candidate and the presenter of the session.

• Only proposed members who complete all NMOP sessions are eligible to sit for examination.
Examination in the third week is mandatory.

Examination Procedures

Series 15 candidates are tested on the Thursday in the third full calendar week of the month. The
Series 15 Examination is administered at NYSE Regulation's office at 30 Broad Street on the 5 th Floor.
The test begins promptly at 10:00 a.m. Late comers will be seated until 10:15 a.m., and the proctor will
extend their testing time period by the number of minutes from 10:00 a.m. to the actual arrival time.
Candidates have three hours to complete the examination. The test is administered in pen and pencil
format and all of the questions are multiple choice. The passing grade for the Series 15 Examination is
70%.

Candidates who fail to achieve a passing score may be retested following a verbal request by the
sponsoring member organization to the NYSE's Membership and Training Department. Retesting
can be scheduled for the Thursday of the first full week or the Thursday of the third full week of any
subsequent month. It is strongly recommended that candidates who fail the first examination by a
significant margin repeat the four regulatory sessions of NMOP before retesting. If a third opportunity
to test is requested, the candidate must wait at least four weeks before retesting and must retake the
four regulatory sessions of NMOP. Candidates have the opportunity to be tested no more than three
times. Should a candidate fail on the third attempt, no member organization, including the previous
sponsoring member organization, can propose the individual for membership until three months from
the date of the third examination failure.

Testing Results

Examination results are usually provided one business day after test administration, but this may be
longer depending on the size of the candidate pool. (However, where candidates have scheduled
to take both the Series 15 and DMM Examinations, the Series 15 score will be provided as soon as
possible before the scheduled DMM Examination.) One business day is necessary because great care
is taken in scoring the examination. Member organizations with special circumstances may request in
writing to have expedited processing of their candidates' results, and will be accommodated as soon as
possible.

Proposing member organizations and proposed members should not call staff for test results. They will
be released as soon as practicable.

Performance Analysis

Performance analysis results are provided to each candidate whether or not the candidate passes or
fails. For candidates who fail, the performance analysis serves to direct their remedial study efforts
in preparation for reexamination. For successful candidates who receive less than a perfect score
of 100%, the analysis informs them of their relative weak points which suggest that further study is
needed. Performance analyses are also provided to the candidate's supervisor and his or her mentor
team to assist failing candidates in preparing for retesting and successful candidates with their personal
continuing education efforts.

Designated Market Maker Registration
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The DMM Examination is the qualification examination for members employed by a DMM Unit. Passing the
Series 15 Examination is a gating requirement for this examination. The gating requirement may be met at
any time prior to application for DMM registration or in concert with application for general membership. Only
a member organization approved by the Exchange to do a designated market making business may propose
a member for the DMM registration.

Application

The application process is the same as for the Series 15 registration. Member organizations may
combine applications for membership for both the Series 15 and DMM registrations in the same
application.

Required Operational Training and Regulatory Education - The New Member
Orientation Program

The operational training and regulatory education requirements are the same as for the Series 15
registration.

Examination Procedures

Testing procedures are identical to those for the Series 15 Examination with three exceptions. The
examination is held on the Friday of the third full week in the month. Candidates have two hours, not
three hours, to complete the DMM Examination. The passing grade for the DMM Examination is 80%.
Retesting can be scheduled for the Friday of the first full week or the Friday of the third full week of any
subsequent month. Should a candidate fail on the third attempt, no DMM unit, including the previous
sponsoring DMM unit, can propose the individual for membership until three months from the date of
the third examination failure.

Performance Analysis

Performance feedback is rendered in the same manner as for the Series 15 Examination.

Floor Member Continuing Education for Newly Qualified Members

When a proposed member has passed the Series 15 Examination, the individual is immediately enrolled in
a suite of Floor Member Continuing Education (FMCE) modules. These assignments are made to the new
member's business e-mail address and copied to the affiliated member organization's FMCE compliance
contact. These assignments must be completed within 30 days of assignment in order to remain in good
standing as a member.

Staff Contacts

With respect to applications, please contact:

Camille Fredrickson, Director, Membership and Training Dept., at 212.656.5390 or
cfredrickson@nyx.com or

Michelle Fetscher, Lead Trainer, Membership and Training Dept., at 212.656.5388 or
mfetscher@nyx.com.

For New Member Orientation Program scheduling, questions about operational training, and related
examination content, please contact:

Camille Fredrickson, Director, Membership and Training Dept., at 212.656.5359 or
cfredrickson@nyx.com or
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James Maguire, Manager, Membership and Training Dept., at 212.656.5472 or jmaguire@nyx.com.

With respect to questions about regulatory education, related examination content, testing procedures, and
requests for expedited testing results, please contact:

Carol Krusik, Director of Member Education, Regulatory Counsel Dept., at 212.656.4597 or
ckrusik@nyx.com or

Peter Bon Viso, Senior Counsel, Regulatory Counsel Dept., at 212.656.5621 or pbonviso@nyx.com.

___________________________

John F. Malitzis

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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June 24, 2009

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: DECOMMISSIONING OF THE DPTR

I. Purpose

The purpose of this Information Memo is to advise all member organizations that the New York Stock
Exchange LLC (“NYSE”) will be decommissioning the requirement to report program trading activity via the
Daily Program Trading Report (“DPTR”), which was previously approved by the Securities and Exchange

Commission (the “Commission”). 1   The last trade date for which member organizations will be required
to file the DPTR with the Exchange will be July 10, 2009 and therefore the last required date to submit the
DPTR will be July 14, 2009.

II. Background

In 2007, the Exchange filed a rule proposal to update the definition of program trading and to make certain

conforming changes to rules governing program trading at the Exchange (the “2007 rule filing”). 2   In addition
to amending the definition of program trading, the Exchange proposed to streamline the reporting process

that member organizations must follow when reporting program trading. 3 

In the 2007 rule filing, the Exchange proposed to eliminate DPTR. The 2007 filing noted that there was
some duplication between the DPTR data and the audit trail information that member organizations provide
to the Exchange via account-type indicators at the time that they submit program trades to the Exchange.
The Exchange uses account type indicators to capture program trade information for those portions of the
program trades that are submitted to and executed on the Exchange.

In the 2007 rule filing, the Exchange also proposed to redefine two of the existing program trading related
account type indicators.

Following approval of the rule filing, after consulting with the SEC, the Exchange announced that it would
delay implementation of the two redefined account type indicators, and pending such implementation,

member organizations would be required to continue filing the DPTR with the Exchange. 4   The current
delayed implementation date of the redefined J and K account type indicators is June 30, 2009. Accordingly,
the Exchange still requires member organizations to submit DPTR.

III. Reporting Program Trading Activity after July 10, 2009

The Exchange has filed with the SEC to implement the decommissioning of the DPTR requirement following
the July 10, 2009 trade date. Accordingly, the last required submission of the DPTR will be on July 14, 2009,
which is the second business day after the last trade date for which the DPTR is required.

In addition, in connection with the decommissioning of the DPTR, the Exchange will not be implementing the
proposed redefined program trading account type indicators (J and K) and will continue to use the existing
J and K audit trail account types. Upon further analysis and based on industry input, the Exchange has
determined that these redefined account type indicators do not enhance the regulatory audit trail because
the proposed redefined J and K could subsume some of the other, more granular account type indicators
that the Exchange currently receives. Accordingly, the Exchange has determined not to redefine the J and K
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account types in the manner previously proposed, and is instead leaving the J and K account-type definitions
unchanged.

The Exchange further notes that it will use the existing account type indicator data - which captures program
trade information for those orders sent to and executed on the Exchange - to report to the Commission on
a weekly basis the program trading statistics for portions of program trades executed on the Exchange.
Accordingly, beginning on July 23, 2009, the Exchange will provide the Commission with its weekly statistics
on program trading based on account type indicator data rather than DPTR data. Similarly, at the same
time, the weekly statistics regarding program trades that the Exchange provides to media outlets will also be
derived from account type indicator data rather than the DPTR.

IV. Supervision

Member organizations are reminded that they are required to have adequate policies and procedures,
including written supervisory procedures, reasonably designed to ensure proper identification of activities
that constitute Program Trading and compliance with all reporting requirements of Program Trading activity
as discussed in this and prior Information Memos. This requirement applies to all program trading activity
submitted through a member organization's mnemonics, including as direct market access or sponsored
activity. Failure to have an adequate supervisory system in place may result in disciplinary action.

V. Staff Contacts

Questions about reporting program trading activity should be directed to:

Robert Airo, Senior Vice President, NYSE Euronext at (212) 656-5663 or Aleksandra Radakovic, Vice
President, NYSE Regulation at (212) 656-4144

___________________________

NYSE Regulation, Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release No. 55793 (May 22, 2007), 72 FR 29567 (May 29, 2007) (SR-
NYSE-2007-34).

2  See Securities Exchange Act Release No. 55615 (Apr. 11, 2007), 72 FR 19225 (Apr. 17, 2007) (SR-
NYSE-2007-34).

3  Beginning in 1988, the Exchange required that member organizations report program trading by the
close of the second business day following the trade day on the DPTR.

4  See NYSE Information Memos 07-52 (June 11, 2007), 07-88 (Aug. 31, 2007), 08-4 (Jan. 16, 2008),
08-25 (Apr. 30, 2008), and 08-64 (Dec. 15, 2008) (extending the reporting requirement changes to June
30, 2009).
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June 19, 2009

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: INCLUSION OF D-QUOTES AND ALL OTHER PEGGING EQUOTES IN THE ORDER
IMBALANCE INFORMATION DATAFEED

I. Purpose

The purpose of this Information Memo is to advise members and member organizations that effective June
22, 2009, the Order Imbalance Information datafeed disseminated prior to the closing transactions on the
New York Stock Exchange, LLC (“NYSE”) and NYSE Amex LLC (“NYSE Amex,” together with NYSE, the
“Exchanges”) will include, at 3:55 p.m., d-Quotes and all other pegging e-Quotes eligible for execution in the
closing transaction.

II. Background

Pursuant to NYSE and NYSE Amex Equities Rule 123C, each Exchange's system disseminates a datafeed
of real-time order imbalances that accumulate prior to the closing transactions on the relevant Exchange
referred to as the “NYSE Order Imbalance Information datafeed” and “NYSE Amex Order Imbalance
Information datafeed” (hereinafter collectively “Closing Order Imbalance Information”). The Closing Order
Imbalance Information datafeed includes all market-on-close orders and limit-onclose orders eligible to
participate in the closing transaction. DMM interest and Crowd interest are excluded.

Prior to the closing transaction, the Closing Order Imbalance Information is disseminated every 15 seconds
between 3:40 p.m. and 3:50 p.m. and every five seconds between 3:50 p.m. and 4:00 p.m. On any day
that the scheduled close of trading on the Exchange is earlier than 4:00 p.m. EST, the dissemination of the
Closing Order Imbalance commences 20 minutes before the scheduled closing time. Thereafter, Closing
Order Imbalance Information is disseminated every 15 seconds for approximately 10 minutes and then every
five seconds until the scheduled closing time.

Recipients of the NYSE Order Imbalance Information datafeed currently pay a $500 monthly fee for access
to this service. Recipients of the NYSE Amex Order Imbalance Information datafeed currently receive
this service free of charge. NYSE Amex has filed a proposal seeking to implement a $500 monthly fee to

recipients of the NYSE Amex Order Imbalance Information datafeed. 1 

III. Modifications To The Order Imbalance Information Datafeed

The Exchanges will now include d-Quotes and all other pegging e-Quotes eligible for execution in the closing
transaction in the Closing Order Imbalance Information datafeed at no additional charge to recipients of this
datafeed. Commencing at 3:55 p.m., d-Quotes and all other pegging e-Quotes eligible for execution will be
included in the datafeed based on the orders' maximum discretionary or maximum pegged price (ceiling or
floor). This enhanced datafeed is available for stocks that have been migrated to SDBK. The list of migrated
stocks is available at: http://www.nyse.com/attachment/SDBK_SecurityRolloutList.xls

The Exchanges anticipate that the inclusion of this additional information will provide transparency for
customers and allow sufficient time for contra-side interest to develop.

IV. Contacts
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Questions concerning this memorandum may be addressed to:

Deanna Logan, NYSE Regulation, Office of the General Counsel, at 212-656-2389. Jennifer D. Kim, NYSE
Regulation, Office of the General Counsel, at 212-656-6438.

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
booth in the Garage. Questions that are not time sensitive may also be submitted to Ask Market Surveillance.
(For information about the Ask Market Surveillance System, refer to Member Education Bulletin 2006-3,
which was issued on January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

NYSE Regulation, Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See SR-NYSEAmex-2009-26 (filed June 6, 2009).
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June 19, 2009

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ENTERING AND EFFECTING ORDERS AT OR NEAR THE CLOSE

This Information Memo reiterates certain points made in Information Memos 09-26 and 09-27 in order to
remind NYSE and NYSE Amex members and member organizations of their responsibilities when handling
orders at or near the close.

Members and member organizations should be aware that certain orders and orderentry practices can
improperly dislocate the market in a security, raising regulatory concerns. In particular, orders entered at or
near the close, either verbally or electronically, can artificially distort prices if, for example, the size of the
order is unusual in relation to the average daily volume of the stock or otherwise cannot easily be absorbed
because of prevailing market conditions. This is because there is not sufficient time for the market to react to
such orders and provide offsetting liquidity that could dampen the resultant volatility. Accordingly, members
and member organizations are advised that they should avoid holding back large interest for entry at or
near the close, since otherwise they could face regulatory exposure for affecting the close inappropriately.
1   Members and member organizations should review with traders and other order-entry personnel in their
employ, all firm policies and procedures regarding orders to be executed at or near the close, to ensure that

such activity does not have the effect of improperly impacting the closing price. 2 

Where a large order (or series of orders) is entered at or near the Close that could cause significant price
dislocation, the DMM should immediately seek guidance from a Floor Governor or Executive Floor Governor,
and from NYSE Regulation.

NYSE Regulation reviews trading in NYSE- and NYSE Amex-listed securities for, among other things,
possible manipulative activity, including marking the close, which may be in violation of federal securities laws
and/or Exchange Rules, including Sections 9(a) and 10(b) of the Securities Exchange Act of 1934, Securities
Exchange Act Rule 10b-5, and NYSE and NYSE Amex Rules 435 and 476(a).

Questions about the guidance contained in this Information Memo should be directed to:

Daniel M. Labovitz, Office of the General Counsel, at (212) 656-2081 or Deanna Logan, Office of the
General Counsel, at (212) 656-2389

___________________________

NYSE Regulation, Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See NYSE Regulation Information Memos 06-81 and 07-26, and NYSE Hearing Panel Decision No.
05-108, for more information on what type of conduct is and is not permitted.

2  Previously issued guidance by NYSE Regulation concerning the close includes, but is not limited to,
NYSE Information Memorandum 95-28 (July 10, 1995)(discussing trading near the close and activity that
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would constitute violations of NYSE Rules, as well as federal securities laws); and NYSE Information
Memorandum 05-52 (August 1, 2005)(regarding VWAP trading at or near the close, which addresses
the responsibility for ensuring that trading strategies utilized to facilitate or hedge VWAP orders have an
economic basis and do not have the effect of marking the close or marking the value of a position).
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June 19, 2009

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: MORATORIUM ON QUALIFICATION AND REGISTRATION OF NEW COMPETITIVE TRADERS
(“CTs”) AND REGISTERED COMPETITIVE MARKET MAKERS (“RCMMs”)

The New York Stock Exchange has extended the moratorium on the qualification and registration of new
CTs and RCMMs. The extended Moratorium will expire the earlier of the approval of SR-NYSE-2009-08
1   or June 30, 2009. The extension will allow the Exchange time to complete the 19b-4 process on SR-
NYSE-2009-08.

Pursuant to the terms of the moratorium, RCMM firms may replace an existing RCMM who relinquishes his or
her registration and ceases to conduct business as an RCMM with a newly qualified and registered RCMM,

remains unchanged by this current extension. 2 

Questions concerning this memorandum may be addressed to:

Andrew White, Director, Market Surveillance, at 212-656-4498. Jennifer D. Kim, NYSE Regulation Office of
the General Counsel, at 212-656-6438.

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
booth in the Garage. Questions that are not time sensitive may also be submitted to Ask Market Surveillance.
(For information about the Ask Market Surveillance System, refer to Member Education Bulletin 2006-3,
which was issued on January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

NYSE Regulation, Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release No. 59746 (April 10, 2009), 74 FR 17702 (April 16, 2009) (SR-
NYSE-2009-08)(eliminating RCMMs and CTs as valid classes of traders).

2  See Securities Exchange Act Release No. 53549 (March 24, 2006), 71 FR 16388 (March 31, 2006) (SR-
NYSE-2006-11).
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June 18, 2009

   ATTENTION: CHIEF EXECUTIVE OFFICER, CHIEF OPERATIONS OFFICER, LEGAL AND
COMPLIANCE DEPARTMENTS

TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: RUSSELL REBALANCING - JUNE 26, 2009

IMPORTANT - READ IN ENTIRETY AND SHOW THIS TO YOUR COMPLIANCE OFFICER

I. Purpose of this Information Memo

Following the close of trading on June 26, 2009, the Russell Investment Group will reconstitute certain of
its indices, including the Russell 3000® Index and the Russell Microcap® Index. This reconstitution may
significantly affect the volume of trading on the NYSE, particularly leading into the close on June 26.

The NYSE is issuing this Information Memorandum to remind members and member organizations of:

▪ Certain NYSE and NYSE AMEX rules and policies regarding entry and cancellation of market-on-
close/limit-on-close (“MOC/LOC”) and other order types;
▪ Procedures for publishing MOC/LOC imbalances; and
▪ Procedures for printing the closing transaction.

In the interest of preparedness, this memorandum also provides guidance on possible system interruption
scenarios and the operation of certain NYSE and NYSE AMEX rules and policies in the event that such a
scenario occurs.

II. Background

Reconstitution of certain Russell Indexes will take effect after the close of U.S. equity markets on June 26,
2009. On June 12, the Russell Investment Group published a preliminary list of additions and deletions to the
Russell 3000 and Microcap Indices. The NYSE expects that during the trading day on June 26, and especially
at and near the Close, significant trading volume associated with portfolio rebalancing will be initiated based
upon those lists. Based on the preliminary list, 167 NYSE-listed stocks and 141 NYSE Amex listed stocks will
be added to or deleted from the indices, though more stocks could be impacted by the reconstitution.

III. NYSE Rules and Policies Relating to the Close 1 

A. Market-On-Close/Limit-On-Close Order Entry and Cancellation

Members and member organizations are reminded that the provisions of Rule 123C will apply to the close on
June 26, subject to the temporary modifications outlined in this memorandum. In addition, although certain
categories of imbalance publications, such as informational imbalances, require Floor Official approval, due to
the number of imbalance publications expected and sensitivity surrounding the Close on June 26, DMMs are
encouraged to consult with and receive approval of a Senior Floor Official or higher. Please note that, while
the NYSE expects its systems to operate normally on June 26, in the unlikely event of a systems interruption
leading into or at the Close, the MOC Policy set out in Rule 123C would operate as if the NYSE had declared
a regulatory halt in one or more securities (discussed in detail in Section IV below).
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In connection with the entry of MOC/LOC orders generally, members should pay particular attention to the
following:

▪ A “published imbalance” is an MOC/LOC imbalance that has been disseminated to the Tape
pursuant to Rule 123C. An imbalance that is announced verbally at the panel is not considered to
be a published imbalance. The NYSE Order Imbalance Information product, a data feed of real-time
order imbalances that accumulate prior to the opening of trading on the Exchange and prior to the

close of trading on the Exchange, does not constitute a “published imbalance.” 2 
Brokers and traders are reminded that, while they should enter orders as early in the day as
possible, all MOC/LOC orders (unless to offset an imbalance) must be entered with the DMM by
3:40 p.m. Entering MOC/LOC orders early provides DMMs with the opportunity to more quickly
identify potential order imbalances that might exist at the Close and to disseminate that information.
This, in turn, enables brokers and traders to more effectively identify potential offsetting customer
interest that could mitigate any imbalance. MOC/LOC orders entered prior to 3:40 p.m. may be
canceled prior to that time for any reason.
▪ Between 3:40 p.m. and 3:50 p.m., MOC/LOC orders may be entered only to offset any published
imbalances. During this time period, MOC/LOC orders may be canceled or reduced in size only to

correct a legitimate order entry error. 3   Please note that Market Surveillance will continue to closely
monitor the cancellation of MOC/LOC orders pursuant to NYSE Rules.
▪ After 3:50 p.m., MOC/LOC orders may be entered only to offset any published imbalances. After
3:50 p.m., MOC/LOC orders may not be cancelled or reduced in size for any reason, except as
provided in Rule 123C(8)(a)(2).

B. Market-On-Close/Limit-On-Close Imbalance Publication

Rule 123C provides for the publication of order imbalances as described below. In addition, members may
refer to the attached quick-reference page for a summary of the times and requirements for imbalance
publications. As described in Section IV, in the event of a system interruption, the times and requirements
listed here and on the quickreference attachment may change.

DMMs are reminded that erroneous imbalance publications must be corrected as soon as practicable.

1. Informational MOC/LOC imbalance publications between 3:00 p.m. and 3:40 p.m.

Between 3:00 p.m. and 3:40 p.m., DMMs are permitted to publish informational MOC/LOC imbalances of
any size if they believe that there could be significant price dislocation at the Close. These publications are
informational only and do not limit MOC/LOC order entry or cancellation before 3:40 p.m. DMMs who wish to

publish informational imbalances must obtain Floor Official approval 4   (or more senior) prior to publication.
As volume may be greater than normal on June 26, 2009, DMMs should publish informational MOC/LOC
imbalances as early as possible.

2. Required MOC/LOC imbalance publications at 3:40 p.m. and 3:50 p.m.

As soon as practicable after 3:40 p.m., the DMM must publish any MOC/LOC imbalance of 50,000
shares or more (25,000 for NYSE Amex-listed throughout this Memo). In addition, the DMM must update
any informational imbalance published prior to 3:40 p.m., indicating either the current imbalance or “no
imbalance”.

Similarly, as soon as practicable after 3:50 p.m., DMMs must update any MOC/LOC imbalances published at
3:40 p.m. - imbalances of 50,000 shares or more, or other significant imbalances, must be published; if there
is no such imbalance, the DMM must publish a “no imbalance” indication. Where there was no publication
for a stock at 3:40 p.m., but an MOC/LOC imbalance occurred after 3:40 p.m., the DMM should publish the
imbalance at 3:50 p.m. with prior Floor Official (or more senior) approval.
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3. Recommended MOC/LOC imbalance publications at 3:40 p.m. and 3:50 p.m.

Notwithstanding the required imbalance publications (as described above), DMMs are permitted to publish
MOC/LOC imbalances of any size, including amounts less than 50,000 shares, if the imbalance could cause
significant price dislocation at the close (e.g. an imbalance that is large in comparison to the average daily
volume or regular trading patterns for the stock). DMMs who wish to publish such imbalances must obtain
Floor Official (or more senior) approval prior to publication.

4. MOC/LOC imbalances greater than 100 million shares

As a result of the Russell Rebalancing, there is a possibility that certain high-volume stocks could have MOC/
LOC order imbalances of greater than 100 million shares. Due to systemic limitations of the Display Book®,
imbalances of greater than 100 million shares will be calculated by NYSE systems, but will not automatically

populate in the MOC/LOC imbalance or closing templates in the Display Book. 5   If that happens, DMMs
should immediately alert a Floor Supervisor for assistance in determining the MOC/LOC imbalance amount.
The Floor Supervisor will work with the DMM and Operations to determine the size of the MOC imbalance
and the size of marketable LOCs.

C. Printing the Closing Transaction

1. Rules 116.40 and 123C(3)

DMMs are reminded that the closing transaction must be printed consistent with Rules 116.40 and 123C(3). 6

   DMMs are advised that they must accurately reflect both the closing price and closing volume when printing
the closing transaction.

Due to possible system latency, marketable orders entered into Exchange systems immediately before 4:00
p.m. might not be received at the post until after 4:00 p.m. These orders should be incorporated into the
closing process, just as non-MOC/LOC interest that is known at the post is factored in.

2. Verbal Interest and e-Quotes at the Close

All interest, including verbal, e-Quotes and Display Book interest, should be taken into account by the DMM
when formulating the Close. Unless market conditions dictate otherwise, interest priced better than the Close
must be executed on the Close as that interest is considered marketable. Interest limited to the closing price
will be executed depending on the availability of contra side interest.

DMMs are reminded that verbal interest from a Floor broker should be handled one of two ways: limited
verbal interest should be entered into the system as a manual e-Quote and DMMs may require a written order
from the broker; marketable verbal interest should be entered into the Closing template.

3. Orders to offset MOC/LOC imbalances at the Close to mitigate price disparity

NYSE and NYSE Amex Equities Rule 902 (Off Hours Trading Orders) provide for entry of orders after the
Close. Rule 902(a)(ii)(B) permits DMMs to include in the calculation of the Close legitimate market interest
that is willing to participate in the Close but was not entered as an order into an Exchange system before
the close of the regular trading session at 4:00 p.m. The DMM's use of this offsetting interest to minimize
significant price dislocation on the Close will result in a coupled order between the DMM and member,
member organization or customer. If the member, member organization or customer agrees, the DMM may
include this interest in offsetting an imbalance when setting the closing price and increase DMM participation
in the closing print to the extent of the new contra interest. In this way the DMM will liquidate or cover the
related dealer position, and the member, member organization or customer will acquire the position. Such
coupled orders are executed at the Ramp.
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It is important to note that Rule 902(a)(ii)(B) may not be relied on for the entry of an order after the Close
when there is no MOC/LOC imbalance or when the imbalance would not result in volatility and/or price
dislocation. In addition, it cannot be used if the Close has already been printed.

Pursuant to Rule 123C(8)(a)(1), 7   to ensure a fair and orderly close, on a security-bysecurity basis, the
Exchanges may temporarily suspend Rule 52 so that interest may be solicited - including interest that may
not have been present prior to 4:00 p.m. - to offset any imbalance that may exist as of 4:00 p.m. (or earlier, in
the case of an earlier scheduled close). In connection with such solicitation requests:

• Interest must be solicited solely to offset any imbalance in a security that may exist as of 4:00 p.m.;
• The Exchanges will solicit such offsetting interest from both on-Floor and off-Floor participants using

NYSE Trader Updates and messages directly to a Floor broker's hand-held device;
• Exchange-issued solicitation requests will include information regarding security symbol, the

imbalance amount and side, the last sale price, and an order acceptance cut-off time designated by
the Exchange. The order acceptance cut-off time will generally be five minutes from the issuance of
the solicitation request. In no event will the Exchanges accept offsetting interest after 4:30 p.m.; and

• Offsetting interest submitted to the Exchange in response to a solicitation request must be a limit
order priced no worse than the last sale, irrevocable, and represented by a Floor broker by no later

than the order acceptance cutoff time indicated in the solicitation request. 8 

IV. Contingencies in the Event of a System Interruption

A. Contingency Scenarios

NYSE Operations has notified all members and member organizations as to how to proceed in the event of
a systems outage on June 26, 2009. There are five contingency scenarios, each of which is described below
for convenience. Members and member organizations should refer to the Market Operations memorandum

published June 5, 2009, for further details. 9   In addition, members and member organizations are advised
that in Contingency Scenarios 2 and 3, the MOC Policy (Rule 123C) will operate as if a regulatory halt were in
place.

1. Contingency Scenario I

In the event of a NYSE system interruption that occurs intraday whereby normal trading is resumed prior to
3:40 p.m., the regular MOC Policy will be adhered to. There will be the normal 4:00 p.m. market close.

2. Contingency Scenario 2

In the event of a NYSE system interruption that occurs intraday whereby normal trading is resumed between
3:40 p.m. and 3:49 p.m., the MOC Policy will operate as if there is a regulatory halt during this time period.
Accordingly, there should be an imbalance publication as soon as practicable after 3:40 p.m. and also at 3:50
p.m. MOC and LOC orders may be entered or cancelled for any reason until 3:49:59 p.m. Beginning at 3:50
p.m., cancellations or reductions in size of MOC/LOC orders will not be permitted for any reason, except as
provided in Rule 123C(8)(a)(2). There will be the normal 4:00 p.m. market close.

3. Contingency Scenario 3

In the event of a NYSE system interruption that occurs intraday whereby normal trading is resumed between
3:50 and 3:59 p.m., the normal 3:40 p.m. imbalance publication will be bypassed and there will be a single
publication before 4:00 p.m., if practicable. Order delivery will cease at 4:00 p.m., but the closing of stocks
may extend later than that. MOC/LOC orders may be entered to offset any published imbalance and such
orders may not be cancelled or reduced in size for any reason. However, due to systems limitations at some
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member firms, those firms may not be able to enter orders, cancel orders or reduce them in size after 3:50
p.m.

4. Contingency Scenario 4

In the event of a NYSE system interruption that occurs intraday whereby service is restored after 4:00 p.m.,
there will be no imbalance publications at 3:40 or 3:50 p.m.

The NYSE will notify market participants of the new close time and will price the close at or around that time.

The NYSE will also notify market participants of the status of the 4:45 pm NYSE MatchPoint sm cross. 10 

5. Contingency Scenario 5

In the unlikely event of a NYSE system interruption that occurs intraday whereby service will not be restored
for a closing print on the NYSE, the NYSE closing price on June 26 will be the last regular way trade at the
NYSE.

B. Contingency Preparedness

Members are reminded that they should have Floor stationery supplies on hand in the event they are unable
to enter or cancel orders through the system.

Should a system interruption affect electronic time-stamping functionality, members and member
organizations may manually write down required time information. If the Broker Booth Support System
(BBSS) is functioning, but the broker handheld is not, Floor brokers must carry the BBSS time onto their
paper orders. Under all other circumstances, the time of order entry must by recorded by hand in the Booth,
by the Floor broker and at the post.

V. Adequacy of Operations and Supervisory Staff

All members and member organizations, including DMMs, should ensure that both operational and
supervisory staffing on and around June 26 will be sufficient to monitor and process all orders, regardless of
the form in which they are received, as well as to handle the increased workload anticipated as a result of
the Russell Rebalancing. All members and member organizations should also review their systems to ensure
that they have adequate capacity to handle the expected increase in volume. For example, DMM firms should
review their algorithms/API to ensure that they meet their obligations to maintain a fair and orderly market.
DMMs are reminded to seek the advice of a Floor Official regarding any unusual situations as quickly as
possible.

VI. Supervision

A. Review of Policies and Procedures

In view of increased automated order delivery, d-Quoting, e-Quoting and automatic execution, NYSE
Regulation is advising members and member organizations to carefully review their procedures as well
as their supervisory systems for handling orders in connection with the Russell Rebalancing on June
26. NYSE Regulation expects members and member organizations to review their practices for handling
orders at or near the Close, particularly with respect to any orders where there is an onclose or other price
guarantee for those securities that are part of the rebalancing. Reviews should include both orders that are
handled manually as well as those orders that are handled systemically, such as orders that are handled
by a computer algorithm. In addition, members and member organizations should take all necessary steps
to ensure that the relevant trading, compliance and back-office staffs are familiar with firm procedures
for handling orders at or near the Close. Members and member organizations should also be mindful of
the guidance issued in Information Memo 09-22 (May 28, 2009) regarding procedures for escalating and
addressing inquiries arising from real-time regulatory or trading issues.
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In addition, members and member organizations are reminded of their obligation to have adequate systems
and controls relating to the use of firm systems by correspondents or others, including usage of the NYSE
odd-lot system. Please consult Information Memos 02-48 (November 7, 2002) and 07-60 (June 29, 2007)
(both attached) for more information.

B. Adequacy of Compliance Program

Members and member organizations are also reminded to ensure that they have a robust compliance
program that includes adequate supervisory policies and procedures to monitor for compliance with Rule
123C and the guidance contained in this Information Memo. Those policies and procedures must be
adequate to ensure that all procedures related to MOC and LOC orders and orders entered at or near the
close are appropriately followed, and to detect and deter any actions that may violate NYSE or SEC rules.

C. Due Diligence Requirements

Consistent with the requirements of Rule 405, before any at-the-close order is transmitted to the Floor the
member or member organization accepting the order must exercise due diligence to learn the essential
facts relative to the order, including the purpose and propriety of the at-the-close instruction. In addition, an
imbalance of orders at or near the Close, caused in part by the entry of such orders, could lead to trading
being halted in the security and such orders not receiving an execution.

D. Supervision to Prevent Improperly Affecting the Close

Members and member organizations must also ensure that their activity does not have the effect of artificially
impacting the closing price. As such, members, member organizations and compliance staff should be
mindful of the guidance issued in Information Memo 05-52 (August 1, 2005) (attached) regarding VWAP
trading at or near the Close, which addresses the responsibility for ensuring that trading strategies engaged
in to facilitate or hedge VWAP orders have an economic basis and do not have the effect of marking the close
or marking the value of a position. Member organizations should also be aware that certain orders and order
entry practices may have the potential to cause price dislocation before the Close or distort the closing price
due to prevailing market conditions at the time the order is entered. This could include the use of discretionary
e-Quotes (also known as d-Quotes) and interest that is aggressively priced with respect to current market
conditions.

Similarly, trading at or near the Close is of particular concern due to the condensed time frame for execution,
where the resultant closing price is used to set benchmarks, such as index rebalancing. As a result,
manipulation concerns may be heightened when trading occurs at or near the close.

Firms should review procedures utilized in connection with orders to be executed at or near the close with
their traders and other order-entry personnel. Firms should also review systemic order-entry functions (e.g.,
algorithms or “smart servers”) for compliance with the provisions of this Information Memorandum. Firms
should also review the provisions of Information Memo 95-28 (July 10, 1995)(attached), which discusses
trading near the Close and activity that would constitute violations of Exchange Rules as well as federal
securities laws.

In that connection, members and member organizations are reminded that, where a firm has committed to
purchase from (sell to) a customer an order at a price that is derived from the closing price (e.g., VWAP and
MOC orders) while also reserving a significant portion of its hedging or covering transaction to be executed
at or near the Close, they must operate with substantial care. If the transaction is completed in a manner
that does not effectively place the firm at market risk or if the transaction does not provide an opportunity
for possible contra side interest to develop and/or react to the activity, it would raise manipulative concerns
and would operate as conduct inconsistent with just and equitable principles of trade. Members and member
organizations should consult Information Memo 05-52 for further guidance.

E. Compliance with Federal Securities Laws and Rules
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In addition to complying with NYSE rules and policies, members and member organizations should review
other applicable federal securities laws and regulations, including Section 9(a)(2) of the Securities Exchange
Act and Rules 10a-1, 10b-5, as well as the margin and capital rules. Firms must ensure that they have
adequate policies and procedures to detect, deter and prevent such potentially violative conduct.

VII. Staff Contacts

In order to facilitate proper communication with respect to this reconstitution, the NYSE is requesting that all
Members & Member Organizations submit the name and contact information of a designated compliance
person so that any issues related to the reconstitution may be addressed in an efficient and timely manner on
June 26, 2009. This contact information should be submitted via email to ofsu@nyx.com.

Regulatory questions concerning this memorandum may be addressed to the following:

Patricia Bergholc, Director, On Floor Surveillance, at (212) 656-4948 Gordon Brown, Manager, On
Floor Surveillance, at (212) 656-5321 Michael Fryer, Director, Member Trading, at (212) 656-4656
John Saxton, Director, Member Trading, at (212) 656-2324 John S. Macken, Senior Special Counsel,
Market Surveillance, at (212) 656-2453.

Operations questions concerning this memorandum may be addressed to the following:

Robert Airo, Senior Vice President, NYSE Operations, at (212) 656-5663 Paul Bauccio, Senior Vice
President, Operations, at (212) 656-2929 Todd Abrahall, Vice President, NYSE Operations, at (212)
656-4966 Michael J. Rutigliano, Vice President NYSE Operations, at (212) 656-4679 Dennis Pallotta,
Director, Operations, at (212) 656-5236.

Questions may also be directed to OFSU via the White Phone or in person at their booth in the Garage.
Questions that are not time sensitive may also be submitted to Ask Market Surveillance. (For information
about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3 (January 30, 2006)
(attached), if you or your firm is not already a subscriber.)

___________________________

NYSE Regulation, Inc.

Attachments

Imbalance Publications and MOC/LOC Order Entry
 

Time DMMs Brokers and Traders
 

3:00 p.m.- 3:40
p.m.

▪May publish informational
imbalance of any size with prior Floor
Official approval.

▪ May enter MOC/LOC orders
on either side regardless
of informational imbalance
publication.
▪ May cancel MOC/LOC orders
for any reason.

 

3:40 p.m.- 3:50
p.m.

▪ Must publish imbalances greater
than 50,000 shares (NYSE), 25,000
shares (NYSE Amex).

▪ May enter MOC/LOC
orders only to offset published
imbalances.

▪ Must update any informational
imbalances published earlier:

▪ May not cancel MOC/LOC
orders except to correct order
entry error.

○ if there is an imbalance greater
than 50,000/25,000 shares;

○ if there is any other “significant”
imbalance;

○ or publish “no imbalance”.
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▪ May publish any other “significant”
imbalance of any size (e.g. less
than 50,000/25,000 shares but
significantly greater than the average
daily volume for the stock) with prior
Floor Official approval.

 

3:50 p.m.- 4:00
p.m.

▪ Must update any 3:40 p.m.
publications:

▪ May enter MOC/LOC
orders only to offset published
imbalances.

○ if there is an imbalance greater
than 50,000 shares (NYSE),
25,000 shares (NYSE Amex);

▪ No cancellations of MOC/LOC
orders for any reason.

○ if there is any other “significant”
imbalance;

○ or publish “no imbalance” if less
than 50,000/25,000 shares.

▪ Subject to Floor Official approval,
should publish a “significant”
imbalance at 3:50 p.m. even where
there was no publication at 3:40 p.m.
▪ May publish any other “significant”
imbalance of any size with prior Floor
Official approval.

 

Market Surveillance Division

Member Education Bulletin

2006-3

NYSE

Date: January 30, 2006

To: All Member, Member Organizations, Legal and Compliance Officers

From: Market Surveillance Division

Re: “ASK MARKET SURVEILLANCE” - NEW SOFTWARE SYSTEM BEING RELEASED MIDFEBRUARY,
2006

NYSE Regulation is pleased to announce the release of “Ask Market Surveillance”, a computer-based legal
research tool. The software application, which will be made available to Floor members and Floor member
organizations (and their Floor staff and Legal and Compliance Departments), will be available beginning in
mid-February, 2006. Details on signing up and gaining access to Ask Market Surveillance begin on Page 2 of
this Member Education Bulletin.

Ask Market Surveillance is an exciting new tool that combines two principal capabilities into one application:

• Easily and efficiently locate online interpretive guidance on NYSE trading rules; and
• Request targeted interpretive guidance directly from NYSE Regulation's Market Surveillance

Division.

Find Interpretive Guidance Quickly and Easily

To assist in locating relevant material, Ask Market Surveillance offers users a powerful search engine that
simultaneously combs the various published interpretive materials maintained by the Exchange including:

• Constitution and Rules
• Information Memos
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• Member Education Bulletins
• Floor Official Manual
• Hearing Panel Decisions
• Previously-asked Questions and Answers.

Relevant search results are returned in an easy-to-navigate table format. To view a document, users simply
click on items in the results list. Documents can be printed directly from the system to any of the users'
attached or networked printers.

If the original search results are too broad, the application lets users drill down within those results to locate
more specific items. The system will save the users' search parameters so that users can easily re-run
previous searches with a single click.

Pose Interpretive Questions to Market Surveillance Division Staff

Not every interpretive question can be answered by existing interpretive materials. That's why Ask Market
Surveillance permits users to submit interpretive questions to Market Surveillance Division staff, who will
research them and provide answers as quickly as possible. The turnaround time for any particular request will
vary depending on the complexity of the question.

Questions that are posed and responded to in the system may be published in the Ask Market Surveillance
database as a way to make the information available to all users online. Information that could identify
submitters or their affiliations will be removed before questions and answers are published.

Please note that because answers cannot be provided in real time, users should continue to bring
timesensitive questions directly to Market Surveillance Division personnel in person on the Floor or via
telephone. Staff will work with the user to find a more immediate answer, which may then be entered into Ask
Market Surveillance by the responding staff person.

Other Key Features of Ask Market Surveillance

Ask Market Surveillance incorporates a number of additional features that make it easy to use.

• “Hot Topics”: Through its “Hot Topics” feature, Ask Market Surveillance can help users keep abreast
of new and amended rules, recent publications by the Market Surveillance Division and questions
frequently raised with the Division.

• Email Notifications: Users don't need to manually check the status of their inquiries - instead, the
system will generate emails to users letting them know when their questions have been answered,
or inviting them to provide additional information necessary to answer a question.

• Special Notices: When users log on, Ask Market Surveillance presents an initial window that will
alert them to new developments, the addition of new “Hot Topics” and other system news.

• Availability from the Floor: Member Organizations who have access to the Electronic Filing Platform
(EFP) from the Floor will be able to access Ask Market Surveillance directly from the Floor.

• Availability from Upstairs Compliance Offices: Access to Ask Market Surveillance will be
via the internet-based EFP, to which most member organizations already have access.
Questions regarding the EFP should be directed to Harry Mousmoules at (212) 656-4337 or
hmousmoules@nyse.com.

Signing Up for Ask Market Surveillance

Members and Member organizations who are interested in signing up for Ask Market Surveillance are asked
to follow the procedure described below.

1. Designate a single point-of-contact. In order to facilitate the signing up of new accounts, we ask
that the chief compliance officers at member organizations identify eligible staff (i.e., Floor personnel
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and legal and compliance personnel involved in Floor-related activities) who should have access to
Ask Market Surveillance.

The chief compliance officer or a designated individual will be responsible for certifying that users
are eligible participants, and for keeping all user information up-to-date.

2. Register your organization's users. The chief compliance officer or a designated individual
should provide a list of persons (first name and last name) approved by the member or member
organization to use the system, along with each individual's business e-mail address to
askmarketsurveillance@nyse.com. Please note that only the designated point person will be able
to set up new accounts for that member organization. As noted above, at the outset, Ask Market
Surveillance is intended for personnel whose functions are related to trading on the Floor of the
Exchange, and we request that only those individuals be registered as users. Once the account has
been activated, the individual users will be advised by e-mail.

Using Ask Market Surveillance

Ask Market Surveillance was designed to be an intuitive system so that users can begin using the system
without formal training. New users will receive a “Quick Reference Card” via email when they are registered,
which should answer most questions that they may have. The Quick Reference Card will also direct users on
how to obtain additional assistance if necessary.

Members and member organizations are reminded that Ask Market Surveillance is intended to provide rule
interpretation guidance only from NYSE Regulation's Market Surveillance Division. We will make every effort
to route non-Market Surveillance questions to the appropriate Exchange staff for resolution.

To facilitate the process of responding to inquiries, we ask that questions sent to Ask Market Surveillance
be reasonably focused and provide all information necessary to answer the question. If a question is
incomplete or unclear, a Market Surveillance staff person may find it necessary to reach out to a user for
more information or clarification, which will delay your response. In the event that clarifications are required,
users will receive an e-mail from the system. For your convenience, the email will contain a clickable link to
the relevant screen on the system.

General Contacts

If you have questions about Ask Market Surveillance, please direct them to:

Question regarding system functionality and database content:

Daniel Labovitz, Director, Market Surveillance, (212) 656-2081; or

Carol Krusik, Director, Market Surveillance, (212) 656-4597

Questions regarding signing up for Ask Market Surveillance:

Wendy Lugo, Analyst, Market Surveillance, (212) 656-5819

____________________

Robert A. Marchman

Executive Vice President

Market Surveillance Division

Information Memo

Member Firm Regulation

New York Stock Exchange, Inc.
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20 Broad Street

New York, NY 10005

NYSE

Number 02-48

November 7, 2002

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, CHIEF OPERATIONS OFFICER,
INTERNAL AUDIT, COMPLIANCE, LEGAL AND TRADING DEPARTMENTS

TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ELECTRONIC TRANSMISSION OF ORDERS

Recently there have been a number of instances where members or member organizations have submitted
orders to the Exchange in error via electronic order entry systems. These errors were the result of human
error or defective commercial or proprietary software systems used to submit DOT Orders to SIAC. The two
primary causes of the error transmissions were: (1) transmitting orders containing an incorrect quantity of
shares; and (2) inadvertently releasing files containing orders transmitted the previous day.

The purpose of this memo is to emphasize to members and member organizations their responsibilities
when utilizing electronic order routing systems. Please also see Information Memos Nos. 92-43, dated
December 29, 1992, 92-15, dated May 28, 1992, and 89-6, dated January 25, 1989. Members and
member organizations are reminded of the regulatory requirements (internal control and written supervisory
procedures) and business practices (Know Your Customer) that must be adhered to when electronic order
entry systems are used.

SYSTEM CONTROLS MANDATORY

While electronic order entry systems can enhance members' or member organizations' ability to route and
execute orders, errors resulting from their use can result in increased market volatility and significant financial
risk and exposure to members and member organizations. Accordingly, all electronic order entry systems
must have written internal control and supervisory procedures, regardless of whether the member or member
organization is utilizing its own proprietary system or that of an outside vendor.

Electronic order entry systems, should, at a minimum, incorporate the following features: 1) controls that limit
use of the system to authorized persons/parties, 2) checks for validation of order accuracy, 3) established
limits and/or order prohibitors, to prevent orders exceeding preset credit and order size parameters from
being transmitted for execution, and 4) controls that monitor for duplication/retransmission of orders
previously transmitted for execution. When members or member organizations use a vendor's order entry
system, it is incumbent upon the member or member organization to ensure that the system has the requisite
controls in place and that the vendor's system complies with all Exchange audit trail requirements, including
Front End Systemic Capture (“FESC”) as required by Rule 123(e).

PROBLEMS RESULTING FROM SYSTEMS MAINTENANCE

Several of the recent errors occurred as the direct result of systems maintenance. Members and member
organizations must ensure that when software maintenance is being performed on their own electronic
order entry systems that safeguards are in place to prevent the inadvertent disabling of such systems or any
automated messaging systems that are used to alert firms as to problems with their order entry systems.
Further, such systems should be separated so that when maintenance is performed on one system it does
not impact or disable the other system. Similarly, members and member organizations are responsible to
ensure that such safeguards are in place for order entry systems of vendors or otherwise provided to or
utilized by correspondents and other third parties.
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IMPROPER TESTING OF SYSTEMS PROHIBITED

The Exchange has recently become aware of instances where members and member organizations test their
systems' connectivity to the Exchange's systems by sending what purports to be an actual order, but one not
executable because of its terms (for example, sending an order to buy or sell 100 shares of a stock at $1,
when the stock is trading well outside that price), and immediately sending a cancellation of the order.

Any test of a member's or member organization's system connectivity to the Exchange must be performed
using the appropriate established testing procedures. Test messages should be clearly denoted as such and
should not be sent in the guise of an actual order.

PERMITTING USE BY CORRESPONDENTS AND OTHERS

Before a member or member organization grants correspondents or other parties, pursuant to carrying,
clearing or other arrangements, access to its (or a vendor's) electronic order routing system, it must ensure
that reasonable written control and supervisory procedures (that must include at a minimum the four features
enumerated under the subhead “System Controls Mandatory” on page one of this Memo) are in place, and
must obtain and maintain as part of its books and records a copy of such correspondent's written control
procedures as well as a written undertaking from the correspondent that it will abide by such procedures. In
addition, the correspondent must provide the member or member organization with written notification of any
significant changes to such procedures. As an alternative, the carrying or clearing member organization itself
may establish the procedures by which a correspondent must abide and must obtain a written undertaking
from the correspondent that it will comply with such written procedures.

A member or member organization can also satisfy this requirement by using an electronic screen i.e., built-in
system checks, such as preset size and/or dollar limits, in its electronic order entry system.

DUE DILIGENCE OBLIGATIONS

Members and member organizations are also reminded of the requirements of Exchange Rule 405
(“Diligence as to Accounts”) also referred to as the “Know Your Customer” Rule, which provides, in part, that
members and member organizations must learn the essential facts relative to every customer and order. The
Rule's requirements are imposed on every customer order, regardless of the method or system used for their
receipt and transmission, including those routed via electronic trading systems.

Questions regarding this memo may be directed to your Finance Coordinator at the Exchange.

___________________________

Salvatore Pallante

Executive Vice President

Attachments

Information Memo

Market Surveillance

New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

NYSE

Number 05-52
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August 1, 2005

ATTENTION: TRADING DESKS, ORDER ROOMS, COMPLIANCE DIRECTORS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Member Obligations in Connection With Volume Weighted Average Price Transactions

I. Purpose of Memo

The purpose of this Information Memorandum is to alert members and member organizations to their
obligations in connection with Volume Weighted Average Price (“VWAP”) transactions. In addition, the
memorandum provides guidance to members and member organizations regarding the proper supervision of,
and where necessary, the disclosure of, potential conflicts of interest when handling or bidding for program
baskets. This memorandum is being issued in coordination with the NASD.

II. Types of VWAP Orders Covered

VWAP orders may include the following types:

• Guaranteed, in which the firm guarantees that the customer's order will be executed during
Crossing Sessions II or IV at that day's VWAP;

• Guaranteed Stop, in which the firm guarantees that the customer's order will be executed during
Crossing Session IV or in the OTC market at the VWAP or better;

• Best Efforts, in which the firm attempts during the course of the day to meet or beat the VWAP on
behalf of the customer, but does not guarantee the VWAP;

• Point-to-Point, in which the firm executes transactions at agreed-upon times during the trading day;
• Hybrid, in which the firm executes the customer's order during the trading day within an agreed-

upon range of VWAP (e.g., execution at VWAP between 10:00 a.m. and 1:00 p.m.; execution within
+/− 2.5% of VWAP); and

• Target, in which the firm executes a specified number of shares incrementally during the day as
close to VWAP as possible, but does not guarantee the VWAP.

The restrictions and obligations described in this memorandum with respect to VWAP orders also apply to
blind-bid and risk-bid transactions in which the firm has submitted a bid in response to a client's solicitation
of interest in effecting a blind portfolio transaction, but has not yet been notified of the customer's decision to
award the transaction to the firm, and where the firm has been awarded the transaction.

III. Duties of Members and Member Organizations

Under Exchange Rules and Federal Securities Laws in Connection with VWAP Transactions

Members and member organizations are reminded that they have an obligation under Exchange rules and
the federal securities laws to execute customer VWAP orders in a manner that does not compromise the
customer's interests, and that does not advance the member's or member organization's own pecuniary
interests at the customer's expense. These obligations are triggered whenever the member or member
organization receives, or is aware that it is likely to receive, an order from a customer. In addition, in the
case of a blind-bid or risk-bid transaction, members and member organizations must consider whether the
information received in the solicitation is sufficiently specific to trigger duties and obligations under Exchange
rules and/or the federal securities laws prior to receiving the order. Once a member or member organization
knows, or has reason to know, the order details to a degree of confidence such that the member or member
organization could engage in targeted hedging or positioning activity without undue speculative risk, then
the duties and obligations described in this Information Memo attach as though the member or member
organization had actually received the order. Circumstances to consider in making this determination include,
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among other factors, the type of order, the name of the security, the size of the order, the side of the market
(i.e., buy or sell), the weighting of a basket order, and the timing for completion of the order.

In connection with VWAP or similar transactions, a member or member organization may wish to engage
in facilitation trades or bona fide hedging in order to position itself to assume the risks associated with such
transactions. While such activities are not prohibited, members and member organizations should be aware
that these activities may conflict with the member or member organization's fiduciary duty to represent the
customer's order fairly. Accordingly, such activities must be conducted in accordance with Exchange Rule 92
and Information Memo 01-21 (“Limitations on Member's Trading Because of Customers' Orders”).

In particular, the Exchange deems it inconsistent with just and equitable principles of trade for a member
or member organization to use its knowledge of a VWAP order, blind-bid, or risk-bid transaction to trade
for its own account in a manner that would be a detriment to the customer. While each situation may be
unique, depending on the size of the transaction and the liquidity of the stock, such misconduct may include
unreasonably moving the market (i.e., moving the market in a manner that benefits a proprietary position and
disadvantages the customer, as opposed to movement of the market that naturally occurs based on the size
of the transaction and overall market conditions), creating the artificial appearance of demand or supply for
the security, or establishing artificially high or low prices through manipulative trading, increased quote activity

or entering proprietary orders near the close or when the VWAP order is executed. 1 

For example, to the extent that members or member organizations engage in bona fide hedging activity or
facilitation trades in connection with VWAP orders, one measure of whether they are adversely affecting the
customer's order is whether the member or member firms execute such transactions at a time or in a manner
that gives the market adequate time to interact with liquidity in the market. Particular care should be taken in
situations where a firm reserves a significant portion of its hedging or facilitation position for execution near
the close; if the transaction is completed in a manner that does not effectively place the firm at market risk, or
provide an opportunity for contra-side interest to develop or react to the firm's order, the firm's conduct may
constitute manipulation and be the subject of disciplinary action.

In addition, members and member organizations are reminded that when they engage in bona fide hedging or
facilitation trades in connection with VWAP orders, they remain subject to best execution requirements. The
Exchange and the Securities and Exchange Commission (“SEC”) will pursue instances where members or
member firms may have manipulated or pre-conditioned the market in order to achieve a favorable execution
of a large customer order.

IV. Transactions that Are Not Restricted While in Possession of A VWAP or Similar Order

Information received by a member or member organization in connection with a VWAP order or a blind-bid
or risk-bid transaction does not affect the member or member organization's ability to trade in the following
situations:

• Execution of a prior customer order;
• Bona fide hedging activities that the member or member organization can demonstrate are

unrelated to the information supplied by the customer in connection with the VWAP order or blind
bid or risk bid solicitation;

• Execution of electronic trading system (i.e., “Black Box”) orders, provided that the member or
member organization does not have actual knowledge that a portion of the order has been sent to

the Exchange for execution; 2 
• Trades entered for the purpose of correcting a bona fide error;
• Odd-lot transactions executed to offset odd-lot orders that are not part of a blindbid or risk-bid

transaction; and
• Trades effected by another aggregation unit within the firm (provided that the firm complies with the

terms the SEC's Reg SHO regarding aggregation units). 3 

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

691

http://researchhelp.cch.com/License_Agreement.htm


V. Disclosure of Hedging Activity and Facilitation Trades

Members and member organizations should disclose to customers that they may engage in hedging activity

or facilitation trades prior to the receipt and/or execution of the customer's VWAP order. 4   Such disclosure
should be in the form of a periodic affirmative written notice that is provided to customers in advance of
trading (e.g., semiannually, quarterly or as often as is reasonable under the circumstances), and should be
reasonably calculated to provide customers with sufficient information from which the customer may discern
the firm's intentions.

Disclosure of potential hedging activity or facilitation trades does not create a safe harbor from manipulation
or best execution violations.

VI. Marking of VWAP Orders

The Exchange deems VWAP orders to be contractually either short or long (depending on the particulars
of the order). Accordingly, members and member organizations should mark VWAP orders as short (long)
for purposes of entering the order. Please note that in the event that a member or member organization is
short the securities underlying a VWAP sell order, the order should be marked “short” (or “short exempt”, if
applicable) even if the customer is long the subject securities.

Short VWAP orders should be executed in compliance with all applicable Exchange rules, SEC regulations
and federal securities laws governing short sales. Failure to accurately mark orders may result in disciplinary
action for failure to maintain proper books and records.

Members and member organizations should mark VWAP orders with a “P” account-type indicator for audit-
trail purposes.

VII. Supervision of VWAP Orders and Similar Transactions

Members and member organizations are required, pursuant to Exchange Rule 342, to ensure that they
have adequate policies and written procedures in place to detect, deter, and prevent the potentially violative
conduct described in this memo.

In particular, firms should establish and maintain procedures reasonably designed to review facilitation and
hedging activities in connection with VWAP and blind-bid or riskbid transactions, in order to ensure that such
activities comply with Exchange rules and federal securities laws. This includes procedures to ensure that
customers have received notice of any hedging or facilitation activity that could affect the customer's order,
and to minimize the dissemination of information about a customer's VWAP order or blind-bid or risk-bid
transaction, in order to ensure that such information is not used improperly to the customer's detriment. In
addition, steps must be taken to ensure that all terms of the VWAP arrangement and tranactions pursuant to
the arrangement are fully documented.

In addition, members and member organizations must ensure that trading strategies engaged in to facilitate
or hedge VWAP orders have an economic basis and do not have the effect of marking the close or marking
the value of a position. Firms should also periodically evaluate the performance of electronic trading systems
(i.e., “Black Box” systems) to ensure that changing market conditions do not result in a manipulative impact
on the market or otherwise result in improper market dislocation, whether intentionally or unintentionally.

Questions regarding the above may be directed to John Kroog, Director, Market Trading Analysis, Market
Surveillance Division at (212) 656-6532, or Daniel M. Labovitz, Director, Rule Interpretation & Member
Education, Market Surveillance Division at (212) 656-2081.

___________________________

Robert A. Marchman

Executive Vice President
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Market Surveillance

Information Memo

Market Surveillance

NYSE Regulation, Inc.

11 Wall Street

New York, NY 10005

nyse.com

NYSE Regulation

Number 07-60

June 29, 2007

ATTENTION: CHIEF EXECUTIVE OFFICER, CHIEF OPERATIONS OFFICER, LEGAL AND COMPLIANCE
DEPARTMENTS

TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ODD-LOT ORDER REQUIREMENTS

*** Please Show to Your Compliance Officer ***

I. Purpose

The purpose of this Information Memo is to remind all members and member organizations of the NYSE
requirements governing use of the odd-lot system remain in effect and that odd-lot order activity must comply
with these requirements. Firms are warned that use of the odd-lot system in ways that are inconsistent with
traditional oddlot investment activity is prohibited and violations will be pursued by the relevant regulatory
authority, including NYSE Regulation.

II. Background

The NYSE odd-lot system is intended to afford customers of members and member organizations an
inexpensive and efficient order execution system compatible with traditional odd-lot investing practices of
smaller individual, retail investors. NYSE Rules 124 and 411(b) set forth procedures and requirements for the
proper execution and processing of odd-lot orders. From the inception of the NYSE odd-lot system, the NYSE
has required that the odd-lot system not be used as a professional trading vehicle, except as otherwise
provided in this Memo. For purposes of this Memo, a professional trading vehicle includes trading strategies
by professionals that would result in more than an incidental use of the odd-lot system.

III. Odd-Lot Order Handling and Prohibited Trading Practices

Use of the odd-lot system in ways that are inconsistent with traditional odd-lot investment activity or order
entry practices that are intended to circumvent the round lot market constitute abuses of the odd-lot system
and are prohibited. For example, members and member organizations are not permitted to engage in the
following conduct:

• Unbundling market or limit round-lots for the purpose of entering odd-lot orders in comparable
amounts;
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• Failing to aggregate odd-lot orders into round-lots when such orders are for the same account or for
various accounts in which there is a common monetary interest/beneficial ownership interest (note
that the requirement to aggregate such orders applies to both market and limit orders);

• Entering both buy and sell odd-lot limit orders in the same stock before one of the orders is
executed, for the purpose of capturing the “spread” in the stock;

• Effecting prearranged or wash sales in odd-lots, which are trades in which an offer to buy is coupled
with an offer to sell back at the same or an advanced price (or the reverse). These trades are
violative because they are not actually exposed to the risk of the market. Whether a transaction
presents “market risk” is a facts and circumstances determination. As a general matter, however, in
order to be considered at the risk of the market, at the time of the first transaction there can be no
guarantee or assurance of the price of the second transaction. In addition, the time period between
the two transactions would not of itself determine whether the trading had been effected at the risk
of the market. Rather, such factors as the liquidity of the security and volume must be considered.
Prearranged or wash sales in odd-lots or partial round lots ( “PRLs”) should not be used to create
a false or misleading appearance of more actual or apparent active trading in such security. Such
activity would violate SEC and NYSE anti-manipulation and anti-fraud rules, and other NYSE rules
including but not limited to just and equitable principals of trade and good business practices.

• Effecting prearranged or wash sales in the round-lot portion of a PRL for the purpose of effecting an
execution of the odd-lot portion of the PRL with no market risk and at a more favorable price than
market conditions would have otherwise permitted. For example, when the quote in XYZ is .05 - .15,
a customer simultaneously bids .06 for 199 shares and offers 100 shares at .06. This would cause
100 shares to execute at .06 (this would be a prohibited wash sale), which would in turn force the
specialist to sell to the customer the remaining 99 shares at .06, thereby generating a riskless odd-
lot trade at a better price for the odd-lot than the market at the time would have provided.

• Other types of trading activity in odd-lot orders or in PRLs that is not consistent with traditional odd-
lot investment activity, including index arbitrage, certain types of program trading, security classes
not usually involved in program trading (e.g., REITs, certain narrowly based structure products,
etc.), or any pattern of activity that would suggest day trading or is otherwise clearly suspicious
because it is inconsistent with traditional odd-lot investment activity.

It is also prohibited to enter a round-lot order to create a favorable execution price for odd-lot market or limit
orders pending execution in the odd-lot system.

Odd-lot limit orders may be entered as part of a program trade, provided such orders in the aggregate
constitute a relatively small part of the overall program. For example, the NYSE would consider a program
consisting primarily of odd-lot orders to be presumptively violative of NYSE Rules and policies since the use
of the odd-lot system would not be a “relatively small part” of the overall program.

In determining whether trading involving odd-lots is violative, NYSE Regulation will consider, among other
factors, whether a strategy appears to intentionally utilize oddlots for the purpose of accessing volume that
would not be available in the round-lot market. Accordingly, NYSE Regulation will consider whether a strategy
appears to be contingent on the use of odd-lots as opposed to round-lots, or seems to be structured in terms
of the size or timing of the orders so that an inappropriate large number of odd-lot orders results. The conduct
described above, in addition to the above cited rules, constitutes conduct inconsistent with just and equitable
principles of trade and possible violations of federal securities laws and will result in disciplinary action by
NYSE Regulation.

IV. Supervision

a. Supervision of Sponsored Participants

Members and member organizations must establish and enforce appropriate internal systems and controls to
monitor odd-lot activity by customers, whether the order is entered by the firm or whether the order is entered
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by the customer directly using the firm's electronic order routing systems. Before granting access to its (or a
vendor's) electronic order routing system to correspondents or other parties pursuant to carrying, clearing, or
other arrangements, the member or member organization must assure that that such correspondents or other
sponsored participants has adequate policies and procedures, written controls and supervisory procedures,
and surveillances in place that are reasonably designed to detect improper activity and enforce compliance
with SEC and NYSE rules. Member firms' supervisory systems must be designed to assure compliance with
NYSE and SEC rules, and to monitor for inappropriate and manipulative conduct by their customers. At a very
minimum, NYSE Regulation expects member firms to have policies, procedures, systems and controls, and
surveillances to contemporaneously detect and deter the violations of NYSE and SEC rules, including but not
limited to, the practices outlined above.

In this regard, members and member organizations are reminded that in addition to their regular supervisory
duties under NYSE Rule 342, they also have an obligation under NYSE Rule 405 (the so-called “Know Your
Customer” rule), to use due diligence to learn the essential facts relative to every customer and every order.
The Rule's requirements apply to every customer order routed through electronic trading systems, including
the NYSE's odd-lot order service. For further information on requirements for electronic transmission of
orders, please refer to Information Memo 02-48.

Members and member organizations are responsible for all order activity effected through the use of their
own or their vendors' electronic order routing systems. Firms who fail to adequately monitor for compliance by
their customers may be subject to formal disciplinary action, including fines or the suspension or termination
of its ability to enter odd lot orders or sponsor customers entering odd lot orders over its electronic order

routing systems or other regulatory sanction as appropriate. 1 

b. Books and Records

All members and member organizations are reminded of their continuing obligation to accurately record
account type information in their audit trail reporting in accordance with NYSE Rule 130(d), and should be
aware that their obligation to provide accurate account type information in reporting program trading extends
to the incidental odd-lot portions of a program; failure to properly provide account type information may result
in disciplinary action against the firm. Therefore, members are advised to be especially diligent in their efforts
to ensure the accuracy of program trading-related audit trail information.

V. NYSE Regulation Staff Contacts

Questions concerning this Information Memo should be addressed to:

Clare F. Saperstein, Principal Rule Counsel, Market Surveillance, at (212) 656-2355

Douglas Witter, Senior Special Counsel, Market Surveillance, at (212) 656-4875

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
Booth in the EBR. Questions that are not time sensitive may also be submitted to Ask Market Surveillance.
(For information about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3, which
was issued on January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Information Memo

Market Surveillance

New York Stock Exchange, Inc.
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11 Wall Street

New York, NY 10005

NYSE

Number 95-28

July 10, 1995

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Positioning to Facilitate Customer Orders

The purpose of this memorandum is to present the Exchange's view of various trading strategies employed
by member organizations to facilitate customer stock or program orders. Although it is not possible to provide
an all-inclusive discussion of these strategies, the Exchange believes it is important to describe the kind of
activity which would be inconsistent with just and equitable principles of trade.

A member organization “A” commits to sell (buy) securities after the close to (from) a customer at the closing
price on the Exchange. To position itself to facilitate this transaction, “A” buys (sells) the stock(s) throughout
the day in a proprietary account, assuming the risk of the market. In order to reduce the risk of the proprietary
position it is assuming during the day, “A” leaves a portion of the position to be executed at the close. If
the size of the transaction(s) “A” intends to execute at the close can reasonably be expected to impact the
closing price(s), “A” should not buy (sell) any stock related to that position near the close. (“:A” would not be
precluded from entering proprietary market-on-close orders for execution in the closing transaction, if “A”
is not representing any proprietary orders near the closing transaction). What constitutes “near the close”
depends upon the degree of risk which can reasonably be attributed to the position established by that trade
versus the reasonably anticipated impact the trade at the close will have on the closing price. While each
situation may be unique, depending upon the size of the transaction and the liquidity of the stock, generally
traded executed after 3:40 p.m. would be considered “near the close.” Engaging in such transactions for
the firm's proprietary account would be conducted inconsistent with just and equitable principles of trade.
However, “A” would not be precluded from executing the customer's order on an agency basis at any time,
including at or near the close. It should be recognized, however, that this does not preclude the Exchange
from determining that such activity may be a violation of the anti-manipulative provisions of the Securities
Exchange Act of 1934 or Exchange rules.

Similarly, intra-day, it would be conduct inconsistent with just and equitable principles of trade for a member
organization to effect any transactions in a stock while knowing of the imminent execution of a block, in order
to subsequently liquidate the position by (over) participating on the contra-side of the block transaction. For
example, if “A” knows a block will be bought one-quarter of a point up from the current market, “A” should not
buy stock to subsequently sell into the block transaction at the higher price.

In addition, it would be conduct inconsistent with just and equitable principles of trade for any person to
disclose to any other person trading strategies or customers' orders for the purpose of that person taking
advantage of the information for personal benefit or for the benefit of the member organization. This does not,
however, preclude a member organization from soliciting interest to trade with the contra side of a block in the
normal course of engaging in block facilitation activities.

Member organizations are required to establish and maintain procedures reasonably designed to review
facilitation activities for compliance with Exchange rules and federal securities laws. Member organizations
must ensure that trading strategies engaged in by their proprietary traders to facilitate customers' orders
have an economic basis and are not engaged in to mark the closing price or to mark the value of a position.
In addition, before any at-the-close customer order is transmitted to the Floor, the member organization
accepting the order must exercise due diligence to learn the essential facts relative to the order, including
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the purpose and propriety of the at-the-close instructions, particularly when it has knowledge of other orders
executed for the customer's account during the day.

Questions regarding the above may be directed to Agnes Gautier at (212) 656-4608.

___________________________

Robert J. McSweeney

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  This memorandum applies to trading on the NYSE and NYSE AMEX. Rule 123C in both markets
governs the entry and execution of MOC/LOC orders. The sole difference is each market's rule is the
size of the imbalance at 3:40 pm that would trigger the publication of an imbalance to the Consolidated
Tape. On the NYSE, the size is 50,000 shares. On the NYSE AMEX, it is 25,000 shares. The reference
in the memo to NYSE and/or Rule 123C refers to both NYSE and NYSE AMEX Rule 123C.

2  See Securities Exchange Act Release No. 57861 (May 23, 2008), 73 FR 31905 (June 4, 2008)(SR-
NYSE-2008-42). See also Securities Exchange Act Release No. 57862 (May 23, 2008), 73 FR 31174
(May 30, 2008)(SR-NYSE-2008-41).

3  In the event of a regulatory halt, MOC/LOC orders may be entered or canceled up to 3:50 p.m. or until
the stock reopens, whichever occurs first. See Rule 123C(1) and (2).

4  Floor Official approvals to publish informational imbalances should be recorded on the Floor Official
Approval form under Item 12 ("Consultation/Other"). Members should state the proposed imbalance
information and note any other relevant information (e.g. ADTV, size, degree of impact) in connection
with the request.

5  DMMs in stocks that might post a 100 million+ share MOC/LOC imbalance should monitor their MOC/
LOC positions closely as they approach the Close. If the MOC/LOC imbalance at the Close is greater
than 100 million shares, the closing template will show the last imbalance amount less than 100 million
shares. As a result, if the closing template shows an amount near 100 million shares, DMMs should
confirm the actual imbalance amount with Floor Operations prior to calculating the Close.

6  See Securities Exchange Act Release No. 34-59345, (February 3, 2009) 74 FR 6444 (February 9, 2009)
(SR-NYSE-2009-10 amending NYSE Rules 116 and 123C creating a single closing print. See also
NYSE Information Memo 2009-05 (February 4, 2009)

7  See Securities and Exchange Release No. 34-59755 (April 13, 2009) 74 FR 18009 (April 20, 2009) (SR-
NYSE -2009-18).

8  See Information Memo No. 2009-20 (May 5, 2009) for a complete discussion of the provisions of Rule
123C(8).

9  Available on the NYSE website at: http://traderupdates.nyse.com/2009/06/russell_
reconstitution_062609.html

10  Single-sided and coupled trades that were previously executed through Crossing Session I at the
NYSE's official closing price can be submitted for execution through NYSE MatchPoint. See SEC
Release 34-59570, SR- NYSE-2009-28 (March 12, 2009).
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1  In connection with contemplated hedging and facilitation trades, members and member organizations
should review Information Memo 95-28 ("Positioning to Facilitate Customer Orders") for further
discussion of conduct that the Exchange deems to be inconsistent with just and equitable principles of
trade. In addition, this Information Memo is not intended to set out all possible violations that may occur
in connection with VWAP transactions; members and member organizations should be aware that the
conduct described may also violate other Exchange rules or federal securities laws.

2  See Information Memo 01-21.
3  17 C.F.R. § 240.200(f)
4  Members and member organizations are encouraged to review a Final Notice of the United Kingdom's

Financial Services Authority ("FSA"), dated March 18, 2004, involving program trading by Morgan
Grenfell & Co. Ltd. In that case, Morgan Grenfell made a blind bid for a customer's program trade, and
at the same time, began hedging against probable risks from the trade. Ultimately, the firm's hedging
activities moved the market in certain of the securities involved. The FSA found that Morgan Grenfell
had not adequately disclosed its proprietary trading in advance of the customer's acceptance of the
blind bid, and therefore had a conflict of interest with its client. The FSA fined the firm £190,000, and the
firm reimbursed the customer for the increased price of those securities. A copy of the Final Notice is
available on the FSA's website at http://www.fsa.gov.uk/pubs/final/m-grenfell_18mar04.pdf.

1  NYSE Regulation has recently imposed formal disciplinary sanctions and significant fines for odd-lot
trading violations, which are described in Hearing Panel Decisions 07-10, 06-160, 06-171, and 06-192
and posted on NYSE.com.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 09-26

Click to open document in a browser

June 18, 2009

   TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: TRADING NEAR OR ON THE CLOSE - FREQUENTLY ASKED QUESTIONS

IMPORTANT - READ IN ENTIRETY

PLEASE SHOW TO YOUR COMPLIANCE OFFICER AND HEAD OF TRADING OPERATIONS

I. Purpose

This Information Memo is being issued to address frequently asked questions concerning trading near or on
the Close on any trading day. All members and member organizations are strongly urged to read this Bulletin
as part of their preparation for trading on June 26, 2009, in relation to the Russell rebalancing.

II. Frequently Asked Questions

A. General

Q1: How is verbal and e-Quoted interest handled at the Close?

A1: All interest, including verbal, e-Quoted and Display Book interest, should be taken into account by the
Designated Market Maker (“DMM”) when formulating the Close. Unless market conditions dictate otherwise,
interest priced better than the Close must be executed on the Close. Interest limited to the closing price will
be executed depending on the availability of contra side interest.

Depending on whether it is marketable or not, verbal interest may be handled differently than e-Quoted
interest at the Close. Marketable verbal interest is included with all market and MOC interest at the Close,
while limited “AT priced” verbal interest and e-Quotes are on parity with limit orders. DMMs are reminded
that verbal interest from a Floor broker should be handled one of two ways: limited “AT priced” verbal interest
should be entered into the system as a manual e-Quote via GTM and DMMs may require a written order from
the broker; marketable verbal interest should be entered into DBK as Crowd interest.

Pursuant to NYSE Rule 342, members and member organizations are required to ensure that they have
adequate policies and written procedures in place to detect, deter and prevent conduct inconsistent with the
guidance set out above. Any member who believes that the above procedures have not been adhered to
should report his or her concern to the On-Floor Surveillance Unit in person or via the White Phone.

Q2: What are the considerations a broker/customer must keep in mind when handling block-sized interest at
the Close?

A2: Although orders entered at or near the Close (either verbally or electronically) are eligible to be executed
either prior to the Close or as part of the Close, members and member firms should be aware such orders
can result in price dislocation in the stock, particularly if the size of the order is unusual in relation to the
average daily volume of the stock or otherwise cannot easily be absorbed because of prevailing market
conditions. As a result, members and member organizations should not hold back large interest until at or
near the Close, and are advised that, if they do, they may face regulatory exposure for potentially affecting
the Close inappropriately (see Info Memos 06-81 and 07-26, and Hearing Panel Decision No. 05-108, for
more information on what type of conduct is and is not permitted). Where a large order (or series of orders)
is entered at or near the Close that may cause significant price dislocation, the DMM should immediately
seek guidance from a Floor Governor or Executive Floor Governor, and from NYSE Regulation. Members
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should be aware that they may get executions at multiple prices and through multiple LRPs in a series of
transactions that are distinct from the Close.

B. Cancellation of e-Quotes

Q3: At any time during the trading day, must a DMM enter or cancel a Floor broker's e-Quote if requested to
do so by the broker?

A3: Generally, Floor brokers must enter and cancel their own e-Quotes during the trading day. However, if
a Floor broker's handheld device is not functioning properly (e.g., outright failure or significant latency), the
DMM should, on a best efforts basis, assist the broker by entering or canceling e-Quotes on the broker's
behalf. For more information please review Member Education Bulletin 2005-24 (December 9, 2005)
(attached).

Q4: If a Floor broker e-Quotes an order and, based upon its limit price, knows that the e-Quote will not
participate on the Close, can the broker verbally represent the order at a different price?

A4: Yes, provided that the Floor broker first cancels the e-Quote and receives a systemic acknowledgement
of the cancellation prior to his or her representing the order in the Crowd so as to avoid a duplicate execution.

C. Holding the Close Prohibited

Q5: Are DMMs allowed to “hold the Close” at a Floor broker's request so that the broker can consult with his/
her customer?

A5: No. DMMs may not delay the closing transaction unless directed to do so by NYSE senior management
for operational or regulatory reasons.

Q6: How should a Floor broker who is holding multiple orders trading at different posts participate in the
Close?

A6: A Floor broker holding multiple orders in stocks trading at different posts must have an actual order for
each stock. Such orders must be entered into an NYSE system and recorded in FESC prior to 4:00PM.
A Floor broker holding multiple orders who wishes to represent two or more of those orders manually (as
opposed to electronically) should adequately communicate the customer's closing interest to the DMM prior
to the Close, including his or her intent to buy or sell, the quantity and a price. The broker should return to any
panel(s) that he or she is trading at manually as promptly as possible after the Closing Bell, subject to market
conditions.

When arranging the close of stocks at the post, the DMM should reasonably attempt to accommodate
a broker who is working orders at multiple posts, assuming that the Floor broker has an order and has
adequately communicated with the DMM regarding his customer's interest. Floor brokers should be aware
that, although they may represent multiple orders in the manner described above, a DMM is not obliged to
hold the Close to accommodate the broker. As a result, if a broker is not at the point of sale at the time the
DMM closes that security, the broker's order may be excluded from the Closing transaction.

D. Market-on-Close and Limit-on-Close Policy

Q7: What does “published imbalance” mean?

A7: A “published imbalance” is an MOC/LOC imbalance that has been disseminated to the Tape pursuant to
Rule 123C. An imbalance that is announced verbally, physically posted at the panel or displayed in a hand-
held device - but not disseminated to the Tape - is not considered to be a published imbalance. The NYSE
Order Imbalance Information product, a data feed of real-time order imbalances that accumulate prior to the
opening of trading on the Exchange and prior to the close of trading on the Exchange, does not constitute

a “published imbalance.” 1   A non-published imbalance may not be accurate or consistent with a published
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imbalance. The MOC/LOC imbalance published to the Tape is the only imbalance that can be relied upon by
a Floor broker when determining whether it is permissible under Rule 123C to enter an offsetting order.

Q8: Are “beat the Close” orders a valid NYSE order type?

A8: An order to “beat the Close” is not a valid order type on the Exchange. Should a Floor broker receive
a not-held order with instructions to try to do better than the closing price, the broker is not entitled to
preferential treatment by the DMM. As with any Floor broker seeking information as to where a stock may
close, the DMM may disclose only the best bid and offer, the depth of the Book and the MOC imbalance and
paired amount, if any.

Q9: May a Floor broker at the point of sale participate with or add to the same side of an MOC/LOC
imbalance, published or unpublished?

A9: The Floor broker may not enter a MOC/LOC order on the same side as the published imbalance, but may
enter a customer's order for execution before 4:00 p.m. regardless of whether that order is on the same side
as, or opposite to, the published imbalance. If there is any residual balance that is marketable or eligible to
trade on the Close, the balance of the customer's order may participate in the Close.

Q10: May a Floor broker hold his or her contra side interest to a published imbalance until right before 4:00
p.m.?

A10: While Rule 123C does not specifically prohibit a broker holding entry of offsetting interest until shortly
before 4:00 p.m., such conduct would be considered violative if it is subsequently established that the broker
acted with manipulative intent, or his or her conduct had a manipulative effect on the price of the security.
Even absent price manipulation, such conduct may also be inconsistent with good business practice and just
and equitable principles of trade. As noted in Q&A 2 above, brokers engaging in such conduct may face a
review by NYSE Regulation and potential regulatory action if warranted by the facts.

E. Treatment of Bids and Offers At or Near the Close

Q11: A Floor broker announces at the point of sale that he has 20,000 to sell but does not state a limit price
or that he is trading at the market. Is the Floor broker entitled to participate in the Close?

A11: No, non-firm bids or offers are not permissible. The Floor broker's statement is not a firm offer since it
does not specify a limit price or that it is at the market.

Q12: How should a DMM handle a large order that triggers a Liquidity Replenishment Point (LRP) just before
or at the Closing Bell?

A12: If the market hits an LRP prior to the Close with sufficient time to resolve it before the Close, the DMM
should print the trade as the last trade prior to the Close, then price the Close. If the LRP trade does not
exhaust the customer's order, the DMM should include any residual interest in the closing transaction.
Members and member organizations should be aware that if they represent large orders shortly before the
Close and trigger an LRP at or near the Closing Bell, the order may receive two or more execution prices.

Q13: The market is 10 to 10.01, 10,000 by 20,000. Below the displayed bid there a 9.95 bid for 50,000
shares. There are 40,000 shares to sell MOC with 50,000 paired. Shortly before 4:00 p.m. a Floor broker
enters the Crowd with a verbal offer to sell 20,000 shares at the market. If the Floor broker's order is not
executed before 4:00 p.m., how should the sell order be executed and the Close printed?

A13: The Floor broker order will partially execute, 10,000 shares at 10, and the residual amount will be added
to the closing transaction, which will be 100,000 shares at 9.95. The DMM should print the Close immediately
after the sale of 10,000 at 10 is reported.

Q14: What happens when a Floor broker does not communicate his or her interest before 4:00 pm?

A14: Any interest not communicated to the DMM by 4:00 p.m. will not participate in the Close. If the Floor
broker electronically enters an order at the market before 4:00 p.m. but the order is not received by the DMM
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until after 4:00 p.m. because of system processing time, the DMM must include the broker's interest in the
Close.

Q15: Just before the closing bell stops ringing a Floor broker at the point of sale represents an offer at 10.02.
The DMM calculates the Close and announces that the stock is closing at 10.00. It is now past 4:00 p.m. May
the Floor broker now change the offer to 9.99?

A15: No. New bids and offers may not be entered after 4:00 p.m.

Q16: Under what circumstances may a DMM request that additional interest be solicited after 4:00 p.m.?

A16: Pursuant to Rule 123C(8), a DMM may request additional interest after 4:00 p.m. to offset an order or
verbal interest entered or represented at or near the Close that may cause significant price dislocation. See
Information Memo No. 09-20 (May 5, 2009) for an explanation of the provisions of Rule 123C(8).

III. Staff Contacts

Regulatory questions concerning this memorandum may be addressed to the following:

Patricia Bergholc, Director, On Floor Surveillance, at (212) 656-4948

Gordon Brown, Manager, On Floor Surveillance, at (212) 656-5321

Michael Fryer, Director, Member Trading, at (212) 656-4656

John Saxton, Director, Member Trading, at (212) 656-2324

John S. Macken, Senior Special Counsel, Market Surveillance, at (212) 656-2453.

Operational questions concerning this memorandum may be addressed to the following:

Paul Bauccio, Senior Vice President, Operations, at (212) 656-2929

Robert Airo, Senior Vice President, NYSE Operations, at (212) 656-5663

Todd Abrahall, Vice President, NYSE Operations, at (212) 656-4966

Michael J. Rutigliano, Vice President NYSE Operations, at (212) 656-4679

Dennis Pallotta, Director, Operations, at (212) 656-5236.

Questions may also be directed to OFSU via the White Phone or in person at their booth off the main Floor.
Questions that are not time sensitive may also be submitted to Ask Market Surveillance. For information
about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3 (January 30, 2006)
(attached), if you or your firm is not already a subscriber.

______________________________

NYSE Regulation, Inc.

Attachments

Market Surveillance Division

Member Education Bulletin

2005-24

NYSE

Date: December 9, 2005

To: All Floor Members

From: Market Surveillance Division

Re: NYSE E-QUOTE SM FUNCTIONALITY IN CONNECTION WITH DISPLAY BOOK RELEASE 11.0
(HYBRID MARKET)
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** IMPORTANT - IMMEDIATE ACTION REQUIRED **

PLEASE SHOW A COPY OF THIS MEMBER EDUCATION BULLETIN TO YOUR COMPLIANCE
PERSONNEL.

e-Quote Functionality

Display Book (“DB”) Release 11.0 represents the first phase of the New York Stock Exchange's (“Exchange”)
introduction of the Hybrid Market and a Pilot incorporating this release is expected to commence during the
week of December 12, 2005. A salient aspect of DB Release 11.0 relates to NYSE e-QuoteSM (e-Quote), an
electronic representation of broker interest that is transmitted from the broker's handheld device to the broker
interest file (BIF). Additional Best Interest (ABI) will no longer be available to specialists, and thus one way
to represent broker interest is through the entry of e-Quotes. Brokers will still be able to represent customer
orders via DOT and CAP orders and will continue to be able to hit bids and take offers.

In connection with the introduction of e-Quote functionality, Floor personnel are reminded of the following:

1. e-Quotes at the best bid and offer price are part of the Exchange's published quotation and are available
for execution;

2. Execution of e-Quotes is subject to Priority, Parity, and Yielding rules (Exchange Rules 72, 104, 108, and
115) as amended;

3. e-Quotes can be entered from enabled and authorized broker systems (“hand-held devices”) or from the
DB by the specialist; and

4. Floor brokers must enter their own e-Quotes unless the e-Quoting facility of their hand-held device is
demonstrably not functioning.

Use of e-Quotes does not suspend a Floor broker's fiduciary and best execution obligations with respect to
customer orders. Similarly, specialists, pursuant to Exchange Rule 60, are the responsible broker-dealer
with respect to the Exchange published quotation and therefore cannot refuse to enter e-Quotes or cancel
previously entered e-Quotes, in the situation outlined below.

It is anticipated that the Pilot program will involve a phased release, with the initial phase involving a limited
number of post panels and stocks. In the initial stages of e- Quote functionality, programming of all order
management systems and handheld devices will not be complete. As a result, specialists may be requested
by a Floor broker who wishes to be represented in the quotation or at prices outside the quote, but does not
have the functionality to enter his or her own e-Quotes, to manually enter such interest on the Floor broker's
behalf or to cancel such interest that has been entered.

In evaluating conduct in connection with manual e-Quoting, Market Surveillance will consider market
conditions at the time a request to enter a manual e-Quote was made and all reasonable steps taken by
members and member organizations to comply with the federal securities laws and relevant Exchange rules.

Order Entry and Books and Records Requirements for Manual e-Quotes When Floor Broker Does Not
Have the Functionality to Enter Such Quote

Manual e-Quotes entered by a specialist on behalf of a Floor broker when such Floor broker does not have
the functionality in his or her handheld device to do so on his or her own must be entered in the same manner
as a booked order (i.e., a paper order ticket is given to the specialist with the symbol, side, size and price and
the ticket is time stamped and retained by the specialist. The paper order ticket for an e-Quote provided by
the Floor broker to the specialist should clearly denote that it is an e-Quote. (See Exchange Rule 440 and
SEC Rules 17a-3 and 17a-4). If the order is in the Floor broker's handheld but cannot be transmitted from the
handheld, the Floor broker should record the amount given to the specialist in the handheld and give a paper
ticket to the specialist. If the order is being handled on paper only, an additional ticket should be written up for
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the specialist containing all of the necessary terms and the Floor broker should make a notation on his/her
original ticket indicating the amount given to the specialist to be booked.

Cancellations/modifications of a manual e-Quote must also be in writing and be entered in the same manner.

The above records must be retained by the specialist and Floor broker as all Floor records are currently
retained.

e-Quotes and Error Transactions

The act of entering e-Quotes does not insulate either the specialist or the Floor broker from liability for errors.
(See Exchange Rules 134(d) and 440 and SEC Rules 17a-3 and 17a-4). If an error occurs as a result of
the specialist's or his/her trading assistant's conduct (e.g., where a specialist receives an e-Quote for 1,000
shares and it is entered as an e-Quote for 10,000 shares), the liability for this error under Exchange rules is
with the specialist. If the error results from the broker's conduct (e.g., he or she receives an order for 10,000
shares but instructs the specialist to enter an e-Quote for 1,000 shares), the regulatory liability for this error
under Exchange rules is with the broker.

In either event, the specialist is obligated to honor the displayed quote.

In situations in which there is a dispute as to responsibility for the error, responsibility will be determined
through the regular means of dispute resolution available to members and member organizations.

Specialist Obligation to Accept and Display (If Displayable) All e-Quotes

As the responsible broker-dealer under Exchange Rule 60 (Dissemination of Quotation), specialists are
obligated to enter all e-Quotes transmitted to them or physically entrusted to them from brokers who are
unable to enter e-Quotes themselves. Similarly, the specialists' Order Display Rule obligations pursuant to
Exchange Rule 79A.15 also extend to bids and offers made by Floor brokers. Accordingly, each specialist
must publish immediately (i.e., as soon as practicable, which under normal conditions is no longer than
30 seconds) any bid or offer that improves as to price or size the Exchange published bid or offer in such
security.

A request by a Floor broker to a specialist to manually enter an e-Quote on the Floor broker's behalf in
the above described circumstance does not reduce or in any way affect a Floor broker's fiduciary and best
execution obligations with respect to customer orders.

Supervision

Firms must have in place supervisory procedures to ensure compliance with the above referenced Exchange
rules.

Questions concerning this Information Memo should be directed to Rohan Prashad, Director, Member
Trading I (Floor brokers), at ext. 6772 and Jerry Reda, Director, Member Trading II (specialists) at ext. 5354.

______________________________________

Robert A. Marchman

Executive Vice President

Market Surveillance Division

Market Surveillance Division

Member Education Bulletin

2006-3

NYSE

Date: January 30, 2006
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To: All Member, Member Organizations, Legal and Compliance Officers

From: Market Surveillance Division

Re: “ASK MARKET SURVEILLANCE” - NEW SOFTWARE SYSTEM BEING RELEASED MIDFEBRUARY,
2006

NYSE Regulation is pleased to announce the release of “Ask Market Surveillance”, a computer-based legal
research tool. The software application, which will be made available to Floor members and Floor member
organizations (and their Floor staff and Legal and Compliance Departments), will be available beginning in
mid-February, 2006. Details on signing up and gaining access to Ask Market Surveillance begin on Page 2 of
this Member Education Bulletin.

Ask Market Surveillance is an exciting new tool that combines two principal capabilities into one application:

• Easily and efficiently locate online interpretive guidance on NYSE trading rules; and
• Request targeted interpretive guidance directly from NYSE Regulation's Market Surveillance

Division.

Find Interpretive Guidance Quickly and Easily

To assist in locating relevant material, Ask Market Surveillance offers users a powerful search engine that
simultaneously combs the various published interpretive materials maintained by the Exchange including:

• Constitution and Rules
• Information Memos
• Member Education Bulletins
• Floor Official Manual
• Hearing Panel Decisions
• Previously-asked Questions and Answers.

Relevant search results are returned in an easy-to-navigate table format. To view a document, users simply
click on items in the results list. Documents can be printed directly from the system to any of the users'
attached or networked printers.

If the original search results are too broad, the application lets users drill down within those results to locate
more specific items. The system will save the users' search parameters so that users can easily re-run
previous searches with a single click.

Pose Interpretive Questions to Market Surveillance Division Staff

Not every interpretive question can be answered by existing interpretive materials. That's why Ask Market
Surveillance permits users to submit interpretive questions to Market Surveillance Division staff, who will
research them and provide answers as quickly as possible. The turnaround time for any particular request will
vary depending on the complexity of the question.

Questions that are posed and responded to in the system may be published in the Ask Market Surveillance
database as a way to make the information available to all users online. Information that could identify
submitters or their affiliations will be removed before questions and answers are published.

Please note that because answers cannot be provided in real time, users should continue to bring
timesensitive questions directly to Market Surveillance Division personnel in person on the Floor or via
telephone. Staff will work with the user to find a more immediate answer, which may then be entered into Ask
Market Surveillance by the responding staff person.

Other Key Features of Ask Market Surveillance

Ask Market Surveillance incorporates a number of additional features that make it easy to use.
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• “Hot Topics”: Through its “Hot Topics” feature, Ask Market Surveillance can help users keep abreast
of new and amended rules, recent publications by the Market Surveillance Division and questions
frequently raised with the Division.

• Email Notifications: Users don't need to manually check the status of their inquiries - instead, the
system will generate emails to users letting them know when their questions have been answered,
or inviting them to provide additional information necessary to answer a question.

• Special Notices: When users log on, Ask Market Surveillance presents an initial window that will
alert them to new developments, the addition of new “Hot Topics” and other system news.

• Availability from the Floor: Member Organizations who have access to the Electronic Filing Platform
(EFP) from the Floor will be able to access Ask Market Surveillance directly from the Floor.

• Availability from Upstairs Compliance Offices: Access to Ask Market Surveillance will be
via the internet-based EFP, to which most member organizations already have access.
Questions regarding the EFP should be directed to Harry Mousmoules at (212) 656-4337 or
hmousmoules@nyse.com.

Signing Up for Ask Market Surveillance

Members and Member organizations who are interested in signing up for Ask Market Surveillance are asked
to follow the procedure described below.

1. Designate a single point-of-contact. In order to facilitate the signing up of new accounts, we ask
that the chief compliance officers at member organizations identify eligible staff (i.e., Floor personnel
and legal and compliance personnel involved in Floor-related activities) who should have access to
Ask Market Surveillance.

The chief compliance officer or a designated individual will be responsible for certifying that users
are eligible participants, and for keeping all user information up-to-date.

2. Register your organization's users. The chief compliance officer or a designated individual
should provide a list of persons (first name and last name) approved by the member or member
organization to use the system, along with each individual's business e-mail address to
askmarketsurveillance@nyse.com. Please note that only the designated point person will be able
to set up new accounts for that member organization. As noted above, at the outset, Ask Market
Surveillance is intended for personnel whose functions are related to trading on the Floor of the
Exchange, and we request that only those individuals be registered as users. Once the account has
been activated, the individual users will be advised by e-mail.

Using Ask Market Surveillance

Ask Market Surveillance was designed to be an intuitive system so that users can begin using the system
without formal training. New users will receive a “Quick Reference Card” via email when they are registered,
which should answer most questions that they may have. The Quick Reference Card will also direct users on
how to obtain additional assistance if necessary.

Members and member organizations are reminded that Ask Market Surveillance is intended to provide rule
interpretation guidance only from NYSE Regulation's Market Surveillance Division. We will make every effort
to route non-Market Surveillance questions to the appropriate Exchange staff for resolution.

To facilitate the process of responding to inquiries, we ask that questions sent to Ask Market Surveillance
be reasonably focused and provide all information necessary to answer the question. If a question is
incomplete or unclear, a Market Surveillance staff person may find it necessary to reach out to a user for
more information or clarification, which will delay your response. In the event that clarifications are required,
users will receive an e-mail from the system. For your convenience, the email will contain a clickable link to
the relevant screen on the system.
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General Contacts

If you have questions about Ask Market Surveillance, please direct them to:

Question regarding system functionality and database content:

Daniel Labovitz, Director, Market Surveillance, (212) 656-2081; or

Carol Krusik, Director, Market Surveillance, (212) 656-4597

Questions regarding signing up for Ask Market Surveillance:

Wendy Lugo, Analyst, Market Surveillance, (212) 656-5819

_______________________________________

Robert A. Marchman

Executive Vice President

Market Surveillance Division

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release No. 57861 (May 23, 2008), 73 FR 31905 (June 4, 2008)
(SRNYSE-2008-42). See also Securities Exchange Act Release No. 57862 (May 23, 2008), 73 FR
31174 (May 30, 2008)(SR-NYSE-2008-41).
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 09-25

Click to open document in a browser

June 18, 2009

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, CHIEF OPERATIONS OFFICER,
OPERATIONS PARTNER AND LEGAL AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: QUARTERLY EXPIRATION DAY - JUNE 19, 2009

I. Purpose of this Information Memo

Friday June 19, 2009, will be a quarterly Expiration Day for stock and index options and futures products
whose settlement pricing is based upon NYSE and NYSE Amex (collectively, the “Exchanges”) opening or
closing prices on that day. NYSE Regulation is issuing this Information Memorandum to remind members
and member organizations of certain NYSE and NYSE Amex Equities rules and policies regarding opening
imbalance publications, entry and cancellation of market-on-close/limit-on-close (“MOC/LOC”) and other order
types, publication of on-the-close imbalances, and printing the closing transaction.

II. S&P Quarterly Rebalance

Following the close of trading on June 19, 2009, Standard & Poor's will affect a quarterly share rebalancing of
the S&P 500, the S&P MidCap 400, S&P SmallCap 600 and S&P REIT Composite Indices. This rebalancing
may affect the volume of trading of certain stocks on the Exchanges. Details on these rebalancings are
available on S&P's website (www.standardandpoors.com).

III. Expiration Day Opening Imbalance Publication

Members and member organizations are reminded that the regular pre-opening procedures outlined in NYSE

and NYSE Amex Equities Rules 15 and 123D will apply on the June 19 Expiration Day. 1   Accordingly,
DMMs should publish indications as promptly as practicable but should be mindful of their additional
obligations under Rule 123D to publish one or more indications, under the supervision of a Floor Official, in
situations where the opening price would be affected by an imbalance of market and limit buy and sell orders
in a security.

In the event that one or both of the Exchanges invokes its exemptive powers under NYSE or NYSE Amex
Equities Rule 48 (Exemptive Relief - Extreme Market Volatility Condition), the terms of that rule would govern
the obligation to publish pre-opening indications.

IV. NYSE and NYSE Amex Equities Rules and Policies Relating to the Close

A. MOC/LOC Order Entry and Cancellation

Members and member organizations are reminded that the provisions of NYSE and NYSE Amex Equities
Rule 123C will apply to the close on the June 19 Expiration Day, subject to the temporary modifications
outlined in this memorandum. Please note that, while the Exchanges expect their systems to operate
normally on June 19, in the unlikely event of a systems interruption leading into or at the Close, the MOC/
LOC Policy set out in Rule 123C would operate as if the Exchanges had declared a regulatory halt in one or
more securities.
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In the event that one or both of the Exchanges invoke its exemptive powers under NYSE or NYSE Amex
Equities Rule 123C(8) (Market On The Close Policy And Expiration Procedures - Extreme Order Imbalances

at or Near the Close), the terms of that rule would govern the handling of orders at the Close. 2 

In connection with the entry of MOC/LOC orders generally, members should pay particular attention to the
following:

▪ A “published imbalance” is an MOC/LOC imbalance that has been disseminated to the Tape.
An imbalance that is announced verbally or physically posted at the panel (e.g. white board) is not

considered to be a published imbalance. 3 
▪ Brokers and traders are reminded that, while they should enter orders as early in the day as
possible, all MOC/LOC orders (unless to offset an imbalance) must be entered with the DMM by
3:40 p.m. Entering MOC/LOC orders early provides DMMs with the opportunity to more quickly
identify potential order imbalances that might exist at the Close and to disseminate that information.
This, in turn, enables brokers and traders to more effectively identify potential offsetting customer
interest that could mitigate any imbalance. MOC/LOC orders entered prior to 3:40 p.m. may be
canceled prior to that time for any reason.
▪ Between 3:40 p.m. and 3:50 p.m., MOC/LOC orders may be entered only to offset a security's
published imbalance. During this time period, MOC/LOC orders may be canceled or reduced in size
only to correct a legitimate order entry error. Please note that Market Surveillance will continue to
closely monitor the cancellation of MOC/LOC orders pursuant to the Rules of the Exchanges.
▪ After 3:50 p.m., MOC/LOC orders may be entered only to offset a security's published imbalance.

After 3:50 p.m., MOC/LOC orders may not be cancelled or reduced in size for any reason. 4 

B. MOC/LOC Imbalance Publication 5 

NYSE and NYSE Amex Equities Rule 123C provide for the publication of order imbalances as described
below. In addition, members may refer to the attached quickreference page for a summary of the times and
requirements for imbalance publications. DMMs are reminded that erroneous imbalance publications must be
corrected as soon as practicable.

1. Informational MOC/LOC imbalance publications between 3:00 p.m. and 3:40 p.m.

Between 3:00 p.m. and 3:40 p.m., DMMs are encouraged to publish informational MOC/LOC imbalances of
any size if they believe that there could be significant price dislocation at the Close. These publications are
informational only and do not limit MOC/LOC order entry or cancellation before 3:40 p.m. DMMs who wish to

publish informational imbalances must obtain at least Floor Official approval prior to publication. 6 

2. Required MOC/LOC imbalance publications at 3:40 p.m. and 3:50 p.m.

As soon as practicable after 3:40 p.m., the DMM must publish any MOC/LOC imbalance of 50,000 shares
or more for NYSE-listed securities, and 25,000 shares or more for NYSE Amex Equities-listed securities. In
addition, the DMM must update any informational imbalance published prior to 3:40 p.m., indicating either the
current imbalance or “no imbalance”.

Similarly, as soon as practicable after 3:50 p.m., DMMs must update any publications made at 3:40 p.m.
Imbalances of 50,000 shares or more (NYSE), 25,000 shares or more (NYSE Amex Equities), or other
significant imbalances, must be published; if there is no such imbalance, the DMM must publish a “no
imbalance” indication. Where there was no publication for a stock at 3:40 p.m., but an MOC/LOC imbalance
occurred after 3:40 p.m., the DMM should publish the imbalance at 3:50 p.m. with prior Floor Official approval.

3. Recommended MOC/LOC imbalance publications at 3:40 p.m. and 3:50 p.m.
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Notwithstanding the required imbalance publications (as described above), DMMs are encouraged to
publish MOC/LOC imbalances of any size, including amounts less than 50,000 shares (NYSE) or 25,000
shares (NYSE Amex Equities), if the imbalance could cause significant price dislocation at the close (e.g. an
imbalance that is large in comparison to the average daily volume or regular trading patterns for the stock).
DMMs who wish to publish such imbalances must obtain Floor Official approval prior to publication.

4. Exchange publication of Order Imbalance Information

In addition to the DMM imbalance publications described above, the Exchanges also make available real-
time Order Imbalance Information prior to the Close, pursuant to NYSE and NYSE Amex Equities Rule
123C(6). These publications take place approximately every 15 seconds between 3:40 p.m. and 3:50 p.m.,
and approximately every five seconds between 3:50 p.m. and 4:00 p.m. The Order Imbalance Information
publications use a reference price in order to indicate how many shares would be needed to close the

security at that price, including both MOC and marketable LOC orders. 7 

When the close of trading on the Exchanges is scheduled for earlier than 4:00 p.m., the publication of Order
Imbalance Information by the Exchanges will commence 20 minutes prior to the scheduled closing time. In
such circumstances, Order Imbalance Information will be published approximately every 15 seconds for about
10 minutes, and then every five seconds from that point until the scheduled Close.

Please note, however, that Order Imbalance Information publications are solely for informational purposes
and do not permit the submission of off-setting interest. Offsetting MOC/LOC interest may be submitted only
as described in this memo, pursuant to an imbalance publication made by a DMM at 3:40 or 3:50 p.m. in
accordance with Rules 123C(1) and (2).

C. Printing the Closing Transaction

1. NYSE and NYSE Amex Equities Rules 116.40 and 123C(3)

DMMs are reminded that the closing transaction must be printed consistent with NYSE and NYSE Amex
Equities Rules 116.40 and 123C(3) and they must accurately reflect both the closing price and closing volume

when printing the closing transaction. 8 

Due to possible system latency, marketable orders entered into Exchange systems before 4:00 p.m. might
not be received at the post until after 4:00 p.m. These orders should be incorporated into the closing process,
just as non-MOC/LOC interest that is known at the post is factored into the closing print after 4:00 p.m.

2. Verbal Interest and e-Quotes at the Close

All interest, including verbal, e-Quoted, d-Quoted and Display Book interest, should be taken into account
by the DMM when formulating the Close. Unless market conditions dictate otherwise, interest priced better
than the Close must be executed on the Close as that interest is considered marketable. Interest limited to
the closing price will be executed depending on the availability of contra side interest.

Depending on whether it is marketable or not, verbal interest may be handled differently than e-Quoted
interest at the Close. Marketable verbal interest is included with all market and MOC interest at the Close,
while limited verbal interest and e-Quotes are on parity with limit orders. DMMs are reminded that verbal
interest from a Floor broker should be handled one of two ways: limited verbal interest should be entered into
the system as a manual e-Quote and DMMs may require a written order from the broker; marketable verbal
interest should be entered into the Closing template.

3. Orders to offset MOC/LOC imbalances at the Close to mitigate price disparity

NYSE and NYSE Amex Equities Rule 902 (Off Hours Trading Orders) provide for entry of orders after the
Close. Rule 902(a)(ii)(B) permits DMMs to include in the calculation of the Close legitimate market interest
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that is willing to participate in the Close but was received at the Post only moments before the close of the
regular trading session at 4:00 p.m. The DMM's use of this offsetting interest to minimize significant price
dislocation on the Close will result in a coupled order between the DMM and member, member organization
or customer. If the member, member organization or customer agrees, the DMM may include this interest
in offsetting an imbalance when setting the closing price and increase DMM participation in the closing
print to the extent of the new contra interest. In this way the DMM will liquidate or cover the related dealer
position, and the member, member organization or customer will acquire the position. Such coupled orders
are executed at the Ramp.

It is important to note that Rule 902 may not be relied on for the entry of an order after the Close when there
is no MOC/LOC imbalance or when the imbalance would not result in volatility and/or price dislocation. In
addition, it cannot be used if the Close has already been printed.

D. Extreme Order Imbalances at or Near the Close

In order to avoid significant dislocation in the closing price that may result from an order entered or
represented at or near the Close, NYSE and NYSE Amex Equities Rule 123C(8) permits the Exchanges to
temporarily suspend the hours of operation under Rule 52 so that offsetting interest may be solicited from
both on-Floor and off-Floor participants and entered to reduce the size of the imbalance. Any such extension
of trading under Rule 123C(8) would be designated by the Exchanges for a specific time period within 30
minutes after the scheduled close.

Rule 123C(8) also permits temporary suspension of the prohibition on the cancellation or reduction of a MOC/
LOC order after 3:50 p.m. where there is a legitimate error in such an order and the execution of the order
would cause significant price dislocation at the Close.

Only the DMM assigned to a particular affected security may request relief under Rule 123C(8). A request
for relief under Rule 123C(8) must be approved and supervised by an Executive Floor Governor or qualified
NYSE Euronext employee.

V. Adequacy of Operations and Supervisory Staff

All members and member organizations, including DMMs, should ensure that both operational and
supervisory staffing on and around the June 19 Expiration Day will be sufficient to monitor and process
all orders, regardless of the form in which they are received, as well as to handle the increased workload
anticipated as a result of the quarterly rebalancing. All members and member organizations should also
review their systems to ensure that they have adequate capacity to handle the expected increase in volume.
For example, DMM firms should review their algorithms/API to ensure that they meet their obligations to
maintain a fair and orderly market. DMMs are reminded to seek the advice of a Floor Official regarding any
unusual situations as quickly as possible.

VI. Supervision

A. Review of Policies and Procedures

In view of increased automated order delivery, e-Quoting and automatic execution, NYSE Regulation is
advising members and member organizations to carefully review their procedures as well as their supervisory
systems for handling orders in connection with the June 19 Expiration Day. NYSE Regulation expects
members and member organizations to review their practices for handling orders at or near the Close,
particularly with respect to any orders where there is an on-close or other price guarantee for those securities
that are part of the quarterly rebalancing. Reviews should include both orders that are handled manually as
well as those orders that are handled systemically, such as orders that are handled by a computer algorithm.
In addition, members and member organizations should take all necessary steps to ensure that the relevant
trading and back-office staff are familiar with firm procedures for handling orders at or near the Close.
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Members and member organizations should also be mindful of the guidance issued in Information Memo
09-22 (May 28, 2009) regarding procedures for escalating and addressing inquiries arising from real-time
regulatory or trading issues.

In addition, members and member organizations are reminded of their obligation to have adequate systems
and controls relating to the use of firm systems by correspondents or others, including usage of the
Exchanges' odd-lot systems. Please consult NYSE Information Memos 02-48 (November 7, 2002) and 07-60
(June 29, 2007) (both attached) for more information.

B. Adequacy of Compliance Program

Members and member organizations are also reminded to ensure that they have a robust compliance
program that includes adequate supervisory policies and procedures to monitor for compliance with NYSE
and NYSE Amex Equities Rule 123C and the guidance contained in this Information Memo. Those policies
and procedures must be adequate to ensure that all procedures related to MOC/LOC orders are appropriately
followed, and to detect and deter any actions that may violate NYSE, NYSE Amex or SEC rules.

C. Due Diligence Requirements

Consistent with the requirements of NYSE and NYSE Amex Equities Rule 405, before any at-the-close
order is transmitted to the Floor the member or member organization accepting the order must exercise due
diligence to learn the essential facts relative to the order, including the purpose and propriety of the at-the-
close instruction. In addition, an imbalance of orders at or near the Close, caused in part by the entry of such
orders, could lead to trading being halted in the security and such orders not receiving an execution.

D. Supervision to Prevent Improperly Affecting the Close

Members and member organizations must also ensure that their activity does not have the effect of artificially
impacting the closing price. Firms should review procedures utilized in connection with orders to be
executed at or near the close with their traders and other order-entry personnel. Firms should also review
systemic order-entry functions (e.g., algorithms or “smart servers”) for compliance with the provisions of this
Information Memorandum. Firms should also review the provisions of NYSE Information Memo 95-28 (July
10, 1995)(attached), which discusses trading near the Close and activity that would constitute violations of
NYSE and NYSE Amex Equities Rules, as well as federal securities laws.

In that connection, members and member organizations are reminded that, where a firm has committed to
purchase from (sell to) a customer an order at a price that is derived from the closing price (e.g., MOC orders)
while also reserving a significant position of its hedging or covering transaction to be executed at or near
the Close, they must operate with substantial care. If the transaction is completed in a manner that does not
effectively place the firm at market risk or if the transaction does not provide an opportunity for possible contra
side interest to develop and/or react to the activity, it would raise manipulative concerns and would operate as
conduct inconsistent with just and equitable principles of trade.

E. Compliance with Federal Securities Laws and Rules

In addition to complying with NYSE and NYSE Amex rules and policies, members and member organizations
should review other applicable federal securities laws and regulations, including Section 9(a)(2) of the
Securities Exchange Act, Regulation SHO and Rule 10b-5, as well as the margin and capital rules. Firms
must ensure that they have adequate policies and procedures to detect, deter and prevent such potentially
violative conduct.

VII. Staff Contacts

Regulatory questions concerning this memorandum may be addressed to the following:
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Patricia Bergholc, Director, On Floor Surveillance, at (212) 656-4948

Gordon Brown, Manager, On Floor Surveillance, at (212) 656-5321

Michael Fryer, Director, Member Trading, at (212) 656-4656

Carol Krusik, Director, Member Education, at (212) 656-4597

Michael Matejczyk, Director, Member Trading, at (212) 656-4854

John Saxton, Director, Member Trading, at (212) 656-2324 or

Andrew White, Director, Member Trading, at (212) 656-4498.

Operations questions concerning this memorandum may be addressed to the following:

Paul Bauccio, Senior Vice President, Operations, at (212) 656-2929 or

Dennis Pallotta, Director, Operations, at (212) 656-5236.

Questions may also be directed to OFSU via the White Phone or in person at their booth in the Garage.
Questions that are not time sensitive may also be submitted to Ask Market Surveillance. For information
about the Ask Market Surveillance system, refer to NYSE Member Education Bulletin 2006-3 (January 30,
2006)(attached), if you or your firm is not already a subscriber.

___________________________

John F. Malitzis

Executive Vice President

Market Surveillance

Attachments

Imbalance Publications and MOC/LOC Order Entry
 

Time DMMs Brokers and Traders
 

3:00 p.m.- 3:40
p.m.

▪ May publish informational
imbalance of any size with prior
Floor Official approval.

▪ May enter MOC/LOC orders
on either side regardless
of informational imbalance
publication.
▪ May cancel MOC/LOC orders
for any reason.

 

3:40 p.m.- 3:50
p.m.

▪ Must publish imbalances
greater than 50,000 shares
(NYSE), 25,000 shares (NYSE
Amex).

▪ May enter MOC/LOC
orders only to offset published
imbalances.

▪ Must update any informational
imbalances published earlier:

▪ May not cancel MOC/LOC
orders except to correct order
entry error.

○ if there is an imbalance
greater than 50,000/25,000
shares;

○ if there is any other
“significant” imbalance;

○ or publish “no imbalance”.
▪ May publish any other
“significant” imbalance of any size
(e.g. less than 50,000/25,000
shares but significantly greater
than the average daily volume for
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the stock) with prior Floor Official
approval.

 

3:50 p.m.- 4:00
p.m.

▪ Must update any 3:40 p.m.
publications:

▪ May enter MOC/LOC
orders only to offset published
imbalances.

○ if there is an imbalance
greater than 50,000 shares
(NYSE), 25,000 shares
(NYSE Amex);

▪ No cancellations of MOC/LOC
orders for any reason.

○ if there is any other
“significant” imbalance;

○ or publish “no imbalance”
if less than 50,000/25,000
shares.

▪ Subject to Floor Official
approval, should publish a
“significant” imbalance at 3:50
p.m. even where there was no
publication at 3:40 p.m.
▪ May publish any other
“significant” imbalance of any size
with prior Floor Official approval.

 

Information Memo

Nyse Regulation, Inc

NYSE Regulation, Inc.

20 Broad Street

New York, NY 10005

nyse.com

NYSE Regulation

Number 09-5

February 4, 2009

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO NYSE RULE AND NYSE ALTERNEXT EQUITIES RULES 116 (“STOP”
CONSTITUTES GUARANTEE) AND 123C (MARKET ON THE CLOSE POLICY AND EXPIRATION
PROCEDURES)

The purpose of this Information Memo is to advise members and member organizations that effective
February 6, 2009, the New York Stock Exchange LLC (“NYSE”) and NYSE Alternext U.S. will report a single
closing print to the Consolidated Tape for each of its respective securities pursuant to amendments to NYSE
and NYSE Alternext Equities Rules 116 (“Stop” Constitutes Guarantee) and 123C (Market On The Close
Policy And Expiration Procedures).

I. BACKGROUND
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Rules 116.40 and 123C prescribe, among other things, the procedures for the entry and execution of market
at-the-close (“MOC”) and limit at-the-close (“LOC”) orders and the determination of the closing print(s) to be
reported to the Consolidated Tape for each security at the close of trading on the NYSE and NYSE Alternext
exchanges.

Currently, at the close of trading, where there is an imbalance (i.e. more orders to buy than sell or vice versa),
the shares constituting the imbalance are executed against the offer (in the case of a buy imbalance) or the
bid (in the case of a sell imbalance). This transaction is reflected in the first closing print from the NYSE to the
Consolidated Tape for the particular security. The DMM then pairs off the remaining MOC and marketable
LOC buy and sell orders against each other at the price at which the imbalanced shares were executed. This
“pair off” transaction is reported as a second closing print from the NYSE to the Consolidated Tape. If there is
no imbalance, the aggregate buy and sell MOC and marketable LOC orders are paired off at the price of the
last sale of the subject security on the Exchange prior to the close of trading in the security. This transaction
is reported to the Consolidated Tape in a single closing print.

Multiple closing prints have been used to provide information about share imbalances that impacted the
closing price of securities. Currently, pursuant to Rule 123C, both exchanges disseminate a data feed of real-
time order imbalances (“Order Imbalance Information”) that accumulate prior to the close of trading. This
data feed begins at 3:40 pm and is disseminated every 15 seconds from 3:40 pm to 3:50 pm, and every five
seconds thereafter until 4:00 pm. Order Imbalance Information achieves the goal of providing real time detail
and transparency and it has been determined that multiple prints on the close are no longer necessary.

Moreover, the exchanges believed that it was necessary to reduce the manual processing required of the
DMM to continue providing timely closing of securities. The exchanges therefore amended Rules 116.40 and
123C to create a single closing print to be reported to the Consolidated Tape for each security.

II. AMENDMENTS TO CLOSING PRINT

Pursuant to the amended rules, the closing print will occur as described in the example below.

Example:

The DMM for stock XYZ has determined that the closing price in the stock will be $30.25. The last sale
price on the Exchange was $30.00. The DMM has 6,000,000 shares of MOC and marketable LOC
buy orders up to a price of $30.25. On the sell side, there are 5,000,000 MOC and marketable LOC
sell orders down to a price of $30.24. The DMM pairs 5,000,000 shares of MOC and marketable LOC
buy orders against the 5,000,000 shares of MOC and marketable LOC sell orders at a price of $30.25,
leaving an imbalance of 1,000,000 shares on the buy side. On the Display Book, the DMM has 700,000
shares of limit sell orders at various prices marketable up to a price of $30.25, and there is also Crowd
interest of 300,000 shares at that price. The DMM will use the 700,000 shares of limit sell orders on the
Display Book and 300,000 shares of Crowd interest to offset the remaining 1,000,000 shares of MOC
and marketable buy LOC imbalance.

The DMM will continue to arrange the closing transaction as set forth in Rules 123C(3) and 116.40;
however, rather than reporting two separate closing prints to the Consolidated Tape, a single closing
print reflecting the execution of 6,000,000 shares at $30.25 would be reported. The 6,000,000 share
volume in the single print close includes: 1) the 1,000,000 share buy order imbalance; and 2) the
5,000,000 shares of MOC and marketable LOC buy and sell orders that were paired off.

Please be reminded that the data feed containing the Order Imbalance Information is solely for information
purposes and is in addition to the mandatory MOC/LOC imbalance publication pursuant to Rule 123C(5) at
3:40 p.m. and 3:50 p.m. Offsetting interest may be submitted only in response to mandatory imbalance
information published pursuant to 123C(5).
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The consolidation of the prints, effective as of February 6, 2009, will reduce the amount of manual
information to be reported by the DMM thus increasing the speed and efficiency of the closing process
ultimately improving the quality of both markets with timelier reporting of closing transactions.

III. Training

Mandatory training sessions for all DMMs and Trading Assistants will begin on Thursday, February 5. 2009
and must be completed no later than Friday, February 13, 2009. NYSE Market Operations staff will contact
each DMM firm to arrange scheduling for the firm's DMMs and Trading Assistants. All training will take place
on the Trading Floor and will take approximately 10-15 minutes to complete.

IV. STAFF CONTACTS

Questions regarding the mandatory training described in this Information Memo should be directed to:

Camille Fredrickson, NYSE Operations, at (212) 656-5390

Questions regarding the operational procedures described in this Information Memo should be directed to:

Paul Bauccio, Vice President, Operations, at (212) 656-2929

Dennis Pallotta, Director, Operations, at (212) 656-5236.

Regulatory questions regarding this Memorandum should be addressed to:

Deanna Logan, NYSE Regulation, Inc., Office of General Counsel, at (212) 656-2389.

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
booth in the Garage. Questions that are not time sensitive may also be submitted to Ask Market Surveillance.
(For information about the Ask Market Surveillance System, refer to Member Education Bulletin 2006-3,
which was issued on January 30, 2006, if you or your firm is not already a subscriber.)

___________________________________

Richard Ketchum

Chief Executive Officer

Information Memo

Member Firm Regulation

New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005

NYSE

Number 02-48

November 7, 2002

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, CHIEF OPERATIONS OFFICER,
INTERNAL AUDIT, COMPLIANCE, LEGAL AND TRADING DEPARTMENTS

TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ELECTRONIC TRANSMISSION OF ORDERS

Recently there have been a number of instances where members or member organizations have submitted
orders to the Exchange in error via electronic order entry systems. These errors were the result of human
error or defective commercial or proprietary software systems used to submit DOT Orders to SIAC. The two
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primary causes of the error transmissions were: (1) transmitting orders containing an incorrect quantity of
shares; and (2) inadvertently releasing files containing orders transmitted the previous day.

The purpose of this memo is to emphasize to members and member organizations their responsibilities
when utilizing electronic order routing systems. Please also see Information Memos Nos. 92-43, dated
December 29. 1992. 92-15. dated May 28. 1992. and 89-6. dated January 25, 1989. Members and
member organizations are reminded of the regulatory requirements (internal control and written supervisory
procedures) and business practices (Know Your Customer) that must be adhered to when electronic order
entry systems are used,

SYSTEM CONTROLS MANDATORY

While electronic order entry systems can enhance members' or member organizations' ability to route and
execute orders, errors resulting from their use can result in increased market volatility and significant financial
risk and exposure to members and member organizations. Accordingly, all electronic order entry systems
must have written internal control and supervisory procedures, regardless of whether the member or member
organization is utilizing its own proprietary system or that of an outside vendor.

Electronic order entry systems, should, at a minimum, incorporate the following features: 1) controls that limit
use of the system to authorized persons/parties. 2) checks for validation of order accuracy. 3) established
limits and/or order prohibitors, to prevent orders exceeding preset credit and order size parameters from
being transmitted for execution, and 4) controls that monitor for duplication/retransmission of orders
previously transmitted for execution. When members or member organizations use a vendor's order entry
system, it is incumbent upon the member or member organization to ensure that the system has the requisite
controls in place and that the vendor's system complies with all Exchange audit trail requirements, including
Front End Systemic Capture (“FESC”) as required by Rule 123(e).

PROBLEMS RESULTING FROM SYSTEMS MAINTENANCE

Several of the recent errors occurred as the direct result of systems maintenance. Members and member
organizations must ensure that when software maintenance is being performed on their own electronic
order entry systems that safeguards are in place to prevent the inadvertent disabling of such systems or any
automated messaging systems that are used to alert firms as to problems with their order entry systems.
Further, such systems should be separated so that when maintenance is performed on one system it does
not impact or disable the other system. Similarly, members and member organizations are responsible to
ensure that such safeguards are in place for order entry systems of vendors or otherwise provided to or
utilized by correspondents and other third parties.

IMPROPER TESTING OF SYSTEMS PROHIBITED

The Exchange has recently become aware of instances where members and member organizations test their
systems' connectivity to the Exchange's systems by sending what purports to be an actual order, but one not
executable because of its terms (for example, sending an order to buy or sell 100 shares of a stock at $1,
when the stock is trading well outside that price), and immediately sending a cancellation of the order.

Any test of a member's or member organization's system connectivity to the Exchange must be performed
using the appropriate established testing procedures. Test messages should be clearly denoted as such and
should not be sent in the guise of an actual order.

PERMITTING USE BY CORRESPONDENTS AND OTHERS

Before a member or member organization grants correspondents or other parties, pursuant to carrying,
clearing or other arrangements, access to its (or a vendor's) electronic order routing system, it must ensure
that reasonable written control and supervisory procedures (that must include at a minimum the four features
enumerated under the subhead “System Controls Mandatory” on page one of this Memo) are in place, and
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must obtain and maintain as part of its books and records a copy of such correspondent's written control
procedures as well as a written undertaking from the correspondent that it will abide by such procedures. In
addition, the correspondent must provide the member or member organization with written notification of any
significant changes to such procedures. As an alternative, the carrying or clearing member organization itself
may establish the procedures by which a correspondent must abide and must obtain a written undertaking
from the correspondent that it will comply with such written procedures.

A member or member organization can also satisfy this requirement by using an electronic screen i.e., built-in
system checks, such as preset size and/or dollar limits, in its electronic order entry system.

DUE DILIGENCE OBLIGATIONS

Members and member organizations are also reminded of the requirements of Exchange Rule 405
(“Diligence as to Accounts”) also referred to as the “Know Your Customer” Rule, which provides, in part, that
members and member organizations must learn the essential facts relative to every customer and order. The
Rule's requirements are imposed on every customer order, regardless of the method or system used for their
receipt and transmission, including those routed via electronic trading systems.

Questions regarding this memo may be directed to your Finance Coordinator at the Exchange.

___________________________________

Salvatore Pallante

Executive Vice President

Attachments

Information Memo

Market Surveillance

NYSE Regulation, Inc.

11 Wall Street

New York, NY 10005

nyse.com

NYSE Regulation

Number 07-60

June 29, 2007

ATTENTION: CHIEF EXECUTIVE OFFICER, CHIEF OPERATIONS OFFICER, LEGAL AND COMPLIANCE
DEPARTMENTS

TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ODD-LOT ORDER REQUIREMENTS

*** Please Show to Your Compliance Officer ***

I. Purpose

The purpose of this Information Memo is to remind all members and member organizations of the NYSE
requirements governing use of the odd-lot system remain in effect and that odd-lot order activity must comply
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with these requirements. Firms are warned that use of the odd-lot system in ways that are inconsistent with
traditional odd-lot investment activity is prohibited and violations will be pursued by the relevant regulatory
authority, including NYSE Regulation.

II. Background

The NYSE odd-lot system is intended to afford customers of members and member organizations an
inexpensive and efficient order execution system compatible with traditional odd-lot investing practices of
smaller individual, retail investors. NYSE Rules 124 and 411(b) set forth procedures and requirements for the
proper execution and processing of odd-lot orders. From the inception of the NYSE odd-lot system, the NYSE
has required that the odd-lot system not be used as a professional trading vehicle, except as otherwise
provided in this Memo. For purposes of this Memo, a professional trading vehicle includes trading strategies
by professionals that would result in more than an incidental use of the odd-lot system.

III. Odd-Lot Order Handling and Prohibited Trading Practices

Use of the odd-lot system in ways that are inconsistent with traditional odd-lot investment activity or order
entry practices that are intended to circumvent the round lot market constitute abuses of the odd-lot system
and are prohibited. For example, members and member organizations are not permitted to engage in the
following conduct:

• Unbundling market or limit round-lots for the purpose of entering odd-lot orders in comparable
amounts;

• Failing to aggregate odd-lot orders into round-lots when such orders are for the same account or for
various accounts in which there is a common monetary interest/beneficial ownership interest (note
that the requirement to aggregate such orders applies to both market and limit orders);

• Entering both buy and sell odd-lot limit orders in the same stock before one of the orders is
executed, for the purpose of capturing the “spread” in the stock;

• Effecting prearranged or wash sales in odd-lots, which are trades in which an offer to buy is coupled
with an offer to sell back at the same or an advanced price (or the reverse). These trades are
violative because they are not actually exposed to the risk of the market. Whether a transaction
presents “market risk” is a facts and circumstances determination. As a general matter, however, in
order to be considered at the risk of the market, at the time of the first transaction there can be no
guarantee or assurance of the price of the second transaction. In addition, the time period between
the two transactions would not of itself determine whether the trading had been effected at the risk
of the market. Rather, such factors as the liquidity of the security and volume must be considered.
Prearranged or wash sales in odd-lots or partial round lots (“PRLs”) should not be used to create
a false or misleading appearance of more actual or apparent active trading in such security. Such
activity would violate SEC and NYSE anti-manipulation and anti-fraud rules, and other NYSE rules
including but not limited to just and equitable principals of trade and good business practices.

• Effecting prearranged or wash sales in the round-lot portion of a PRL for the purpose of effecting an
execution of the odd-lot portion of the PRL with no market risk and at a more favorable price than
market conditions would have otherwise permitted. For example, when the quote in XYZ is .05 - .15,
a customer simultaneously bids .06 for 199 shares and offers 100 shares at .06. This would cause
100 shares to execute at .06 (this would be a prohibited wash sale), which would in turn force the
specialist to sell to the customer the remaining 99 shares at .06, thereby generating a riskless odd-
lot trade at a better price for the odd-lot than the market at the time would have provided.

• Other types of trading activity in odd-lot orders or in PRLs that is not consistent with traditional odd-
lot investment activity, including index arbitrage, certain types of program trading, security classes
not usually involved in program trading (e.g., REITs, certain narrowly based structure products,
etc.), or any pattern of activity that would suggest day trading or is otherwise clearly suspicious
because it is inconsistent with traditional odd-lot investment activity.
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It is also prohibited to enter a round-lot order to create a favorable execution price for odd-lot market or limit
orders pending execution in the odd-lot system.

Odd-lot limit orders may be entered as part of a program trade, provided such orders in the aggregate
constitute a relatively small part of the overall program. For example, the NYSE would consider a program
consisting primarily of odd-lot orders to be presumptively violative of NYSE Rules and policies since the use
of the odd-lot system would not be a “relatively small part” of the overall program.

In determining whether trading involving odd-lots is violative, NYSE Regulation will consider, among other
factors, whether a strategy appears to intentionally utilize odd-lots for the purpose of accessing volume that
would not be available in the round-lot market. Accordingly, NYSE Regulation will consider whether a strategy
appears to be contingent on the use of odd-lots as opposed to round-lots, or seems to be structured in terms
of the size or timing of the orders so that an inappropriate large number of odd-lot orders results. The conduct
described above, in addition to the above cited rules, constitutes conduct inconsistent with just and equitable
principles of trade and possible violations of federal securities laws and will result in disciplinary action by
NYSE Regulation.

IV. Supervision

a. Supervision of Sponsored Participants

Members and member organizations must establish and enforce appropriate internal systems and controls to
monitor odd-lot activity by customers, whether the order is entered by the firm or whether the order is entered
by the customer directly using the firm's electronic order routing systems. Before granting access to its (or a
vendor's) electronic order routing system to correspondents or other parties pursuant to carrying, clearing, or
other arrangements, the member or member organization must assure that that such correspondents or other
sponsored participants has adequate policies and procedures, written controls and supervisory procedures,
and surveillances in place that are reasonably designed to detect improper activity and enforce compliance
with SEC and NYSE rules. Member firms' supervisory systems must be designed to assure compliance with
NYSE and SEC rules, and to monitor for inappropriate and manipulative conduct by their customers. At a very
minimum, NYSE Regulation expects member firms to have policies, procedures, systems and controls, and
surveillances to contemporaneously detect and deter the violations of NYSE and SEC rules, including but not
limited to, the practices outlined above.

In this regard, members and member organizations are reminded that in addition to their regular supervisory
duties under NYSE Rule 342, they also have an obligation under NYSE Rule 405 (the so-called “Know Your
Customer” rule), to use due diligence to learn the essential facts relative to every customer and every order.
The Rule's requirements apply to every customer order routed through electronic trading systems, including
the NYSE's odd-lot order service. For further information on requirements for electronic transmission of
orders, please refer to Information Memo 02-48.

Members and member organizations are responsible for all order activity effected through the use of their
own or their vendors' electronic order routing systems. Firms who fail to adequately monitor for compliance by
their customers may be subject to formal disciplinary action, including fines or the suspension or termination
of its ability to enter odd lot orders or sponsor customers entering odd lot orders over its electronic order

routing systems or other regulatory sanction as appropriate. 1 

b. Books and Records

All members and member organizations are reminded of their continuing obligation to accurately record
account type information in their audit trail reporting in accordance with NYSE Rule 130(d), and should be
aware that their obligation to provide accurate account type information in reporting program trading extends
to the incidental odd-lot portions of a program; failure to properly provide account type information may result
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in disciplinary action against the firm. Therefore, members are advised to be especially diligent in their efforts
to ensure the accuracy of program trading-related audit trail information.

V. NYSE Regulation Staff Contacts

Questions concerning this Information Memo should be addressed to:

Clare F. Saperstein, Principal Rule Counsel, Market Surveillance, at (212) 656-2355

Douglas Witter, Senior Special Counsel, Market Surveillance, at (212) 656-4875

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
Booth in the EBR. Questions that are not time sensitive may also be submitted to Ask Market Surveillance.
(For information about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3, which
was issued on January 30, 2006, if you or your firm is not already a subscriber.)

___________________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Information Memo

Market Surveillance

New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

NYSE

Number 95-28

July 10, 1995

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Positioning to Facilitate Customer Orders

The purpose of this memorandum is to present the Exchange's view of various trading strategies employed
by member organizations to facilitate customer stock or program orders. Although it is not possible to provide
an all-inclusive discussion of these strategies, the Exchange believes it is important to describe the kind of
activity which would be inconsistent with just and equitable principles of trade.

A member organization “A” commits to sell (buy) securities after the close to (from) a customer at the closing
price on the Exchange. To position itself to facilitate this transaction, “A” buys (sells) the stock(s) throughout
the day in a proprietary account, assuming the risk of the market. In order to reduce the risk of the proprietary
position it is assuming during the day, “A” leaves a portion of the position to be executed at the close. If
the size of the transaction(s) “A” intends to execute at the close can reasonably be expected to impact the
closing price(s), “A” should not buy (sell) any stock related to that position near the close. (“:A” would not be
precluded from entering proprietary market-on-close orders for execution in the closing transaction, if “A”
is not representing any proprietary orders near the closing transaction). What constitutes “near the close”
depends upon the degree of risk which can reasonably be attributed to the position established by that trade
versus the reasonably anticipated impact the trade at the close will have on the closing price. While each
situation may be unique, depending upon the size of the transaction and the liquidity of the stock, generally
traded executed after 3:40 p.m. would be considered “near the close.” Engaging in such transactions for
the firm's proprietary account would be conducted inconsistent with just and equitable principles of trade.
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However, “A” would not be precluded from executing the customer's order on an agency basis at any time,
including at or near the close. It should be recognized, however, that this does not preclude the Exchange
from determining that such activity may be a violation of the anti-manipulative provisions of the Securities
Exchange Act of 1934 or Exchange rules.

Similarly, intra-day, it would be conduct inconsistent with just and equitable principles of trade for a member
organization to effect any transactions in a stock while knowing of the imminent execution of a block, in order
to subsequently liquidate the position by (over) participating on the contra-side of the block transaction. For
example, if “A” knows a block will be bought one-quarter of a point up from the current market, “A” should not
buy stock to subsequently sell into the block transaction at the higher price.

In addition, it would be conduct inconsistent with just and equitable principles of trade for any person to
disclose to any other person trading strategies or customers' orders for the purpose of that person taking
advantage of the information for personal benefit or for the benefit of the member organization. This does not,
however, preclude a member organization from soliciting interest to trade with the contra side of a block in the
normal course of engaging in block facilitation activities.

Member organizations are required to establish and maintain procedures reasonably designed to review
facilitation activities for compliance with Exchange rules and federal securities laws. Member organizations
must ensure that trading strategies engaged in by their proprietary traders to facilitate customers' orders
have an economic basis and are not engaged in to mark the closing price or to mark the value of a position.
In addition, before any at-the-close customer order is transmitted to the Floor, the member organization
accepting the order must exercise due diligence to learn the essential facts relative to the order, including
the purpose and propriety of the at-the-close instructions, particularly when it has knowledge of other orders
executed for the customer's account during the day.

Questions regarding the above may be directed to Agnes Gautier at (212) 656-4608.

___________________________________

Robert J. McSweeney

Senior Vice President

Market Surveillance Division

Member Education Bulletin

2006-3

NYSE

Date: January 30, 2006

To: All Member, Member Organizations, Legal and Compliance Officers

From: Market Surveillance Division

Re: “ASK MARKET SURVEILLANCE” - NEW SOFTWARE SYSTEM BEING RELEASED MID-FEBRUARY,
2006

NYSE Regulation is pleased to announce the release of “Ask Market Surveillance”, a computer-based legal
research tool. The software application, which will be made available to Floor members and Floor member
organizations (and their Floor staff and Legal and Compliance Departments), will be available beginning in
mid-February, 2006. Details on signing up and gaining access to Ask Market Surveillance begin on Page 2 of
this Member Education Bulletin.

Ask Market Surveillance is an exciting new tool that combines two principal capabilities into one application:

• Easily and efficiently locate online interpretive guidance on NYSE trading rules; and
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• Request targeted interpretive guidance directly from NYSE Regulation's Market Surveillance
Division.

Find Interpretive Guidance Quickly and Easily

To assist in locating relevant material, Ask Market Surveillance offers users a powerful search engine that
simultaneously combs the various published interpretive materials maintained by the Exchange including:

• Constitution and Rules
• Information Memos
• Member Education Bulletins
• Floor Official Manual
• Hearing Panel Decisions
• Previously-asked Questions and Answers.

Relevant search results are returned in an easy-to-navigate table format. To view a document, users simply
click on items in the results list. Documents can be printed directly from the system to any of the users'
attached or networked printers.

If the original search results are too broad, the application lets users drill down within those results to locate
more specific items. The system will save the users' search parameters so that users can easily re-run
previous searches with a single click.

Pose Interpretive Questions to Market Surveillance Division Staff

Not every interpretive question can be answered by existing interpretive materials. That's why Ask Market
Surveillance permits users to submit interpretive questions to Market Surveillance Division staff, who will
research them and provide answers as quickly as possible. The turnaround time for any particular request will
vary depending on the complexity of the question.

Questions that are posed and responded to in the system may be published in the Ask Market Surveillance
database as a way to make the information available to all users online. Information that could identify
submitters or their affiliations will be removed before questions and answers are published.

Please note that because answers cannot be provided in real time, users should continue to bring time-
sensitive questions directly to Market Surveillance Division personnel in person on the Floor or via telephone.
Staff will work with the user to find a more immediate answer, which may then be entered into Ask Market
Surveillance by the responding staff person.

Other Key Features of Ask Market Surveillance

Ask Market Surveillance incorporates a number of additional features that make it easy to use.

• “Hot Topics”: Through its “Hot Topics” feature, Ask Market Surveillance can help users keep abreast
of new and amended rules, recent publications by the Market Surveillance Division and questions
frequently raised with the Division.

• Email Notifications: Users don't need to manually check the status of their inquiries - instead, the
system will generate emails to users letting them know when their questions have been answered,
or inviting them to provide additional information necessary to answer a question.

• Special Notices: When users log on, Ask Market Surveillance presents an initial window that will
alert them to new developments, the addition of new “Hot Topics” and other system news.

• Availability from the Floor: Member Organizations who have access to the Electronic Filing Platform
(EFP) from the Floor will be able to access Ask Market Surveillance directly from the Floor.

• Availability from Upstairs Compliance Offices: Access to Ask Market Surveillance will be
via the internet-based EFP, to which most member organizations already have access.
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Questions regarding the EFP should be directed to Harry Mousmoules at (212) 656-4337 or
hmousmoules@nyse.com.

Signing Up for Ask Market Surveillance

Members and Member organizations who are interested in signing up for Ask Market Surveillance are asked
to follow the procedure described below.

1. Designate a single point-of-contact. In order to facilitate the signing up of new accounts, we ask
that the chief compliance officers at member organizations identify eligible staff (i.e., Floor personnel
and legal and compliance personnel involved in Floor-related activities) who should have access to
Ask Market Surveillance.

The chief compliance officer or a designated individual will be responsible for certifying that users
are eligible participants, and for keeping all user information up-to-date.

2. Register your organization's users. The chief compliance officer or a designated individual
should provide a list of persons (first name and last name) approved by the member or member
organization to use the system, along with each individual's business e-mail address to
askmarketsurveillance@nyse.com. Please note that only the designated point person will be able
to set up new accounts for that member organization. As noted above, at the outset, Ask Market
Surveillance is intended for personnel whose functions are related to trading on the Floor of the
Exchange, and we request that only those individuals be registered as users. Once the account has
been activated, the individual users will be advised by e-mail.

Using Ask Market Surveillance

Ask Market Surveillance was designed to be an intuitive system so that users can begin using the system
without formal training New users will receive a “Quick Reference Card” via email when they are registered,
which should answer most questions that they may have. The Quick Reference Card will also direct users on
how to obtain additional assistance if necessary.

Members and member organizations are reminded that Ask Market Surveillance is intended to provide rule
interpretation guidance only from NYSE Regulation's Market Surveillance Division. We will make every effort
to route non-Market Surveillance questions to the appropriate Exchange staff for resolution.

To facilitate the process of responding to inquiries, we ask that questions sent to Ask Market Surveillance
be reasonably focused and provide all information necessary to answer the question. If a question is
incomplete or unclear, a Market Surveillance staff person may find it necessary to reach out to a user for
more information or clarification, which will delay your response. In the event that clarifications are required,
users will receive an e-mail from the system. For your convenience, the email will contain a clickable link to
the relevant screen on the system.

General Contacts

If you have questions about Ask Market Surveillance, please direct them to:

Question regarding system functionality and database content:

Daniel Labovitz. Director, Market Surveillance, (212) 656-2081; or

Carol Krusik, Director, Market Surveillance, (212) 656-4597

Questions regarding signing up for Ask Market Surveillance:

Wendy Lugo, Analyst, Market Surveillance, (212) 656-5819

___________________________________
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Robert A. Marchman

Executive Vice President

Market Surveillance Division

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See also NYSE and NYSE Amex Equities Rule 123C(7) for Expiration Day auxiliary procedures for the
integration of orders related to expiring index contracts into the Exchanges' opening procedures.

2  See Section IV. D. of this memo for more information on NYSE and NYSE Amex Equities Rule 123C(8).
3  See Section IV. B. of this memo for more information.
4  In the event of a regulatory halt effective at 3:40 p.m. or later, MOC/LOC orders may be entered (on

either side of the market) or canceled up to 3:50 p.m. or until the stock reopens, whichever occurs first.
See NYSE and NYSE Amex Equities Rules 123C(1) and (2).

5  Imbalance publications include both MOC and marketable LOC orders (based on the last sale price at
the time the publication is made). See NYSE and NYSE Amex Equities Rule 123C(5).

6  Floor Official approvals to publish informational imbalances should be recorded on the Floor Official
Approval form under Item 12 ("Consultation/Other"). Members should state the proposed imbalance
information and note any other relevant information (e.g. ADTV, size, degree of impact) in connection
with the request.

7  For more information on how the reference price is determined, see NYSE and NYSE Amex Equities
Rule 123C(6)(c).

8  See NYSE Information Memo 2009-05 (February 4, 2009) (attached), describing changes to NYSE and
NYSE Amex Equities Rules 116.40 and 123C(3) and the printing of the closing transaction. Members
and member organizations are reminded that, when arranging the Close, they may not use the Display
Book system in an inappropriate manner designed to discover information about unelected stop orders.

1  NYSE Regulation has recently imposed formal disciplinary sanctions and significant fines for odd-lot
trading violations, which are described in Hearing Panel Decisions 07-10, 06-160, 06-171, and 06-192
and posted on NYSE.com.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 09-24

Click to open document in a browser

June 2, 2009

   ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER AND COMPLIANCE,
REGULATORY, AND LEGAL DEPARTMENTS

TO: NYSE AND NYSE AMEX EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: HARMONIZATION OF CERTAIN NYSE AND NYSE AMEX EQUITIES RULES WITH FINRA
RULES, INCLUDING RULES 342.30, 350, 392, 401, 405A, 421, 435, 440F, 440G and 476

I. Purpose

The purpose of this Information Memo is to inform New York Stock Exchange, LLC (“NYSE”) and NYSE
Amex LLC (“NYSE Amex,” together with NYSE, the “Exchanges”) members and member organizations of
changes to certain NYSE and NYSE Amex Equities Rules and Rule Interpretations (collectively, “Rules”),

recently approved by the Securities and Exchange Commission (the “Commission”). 1 

The rule changes discussed in this Information Memo concern:

• Gifts, Employment or Compensation, and Other Transactions Involving Employees of Others and the
Exchange (Rule 350 replaced with new Rules 2070 and 3220);

• Standards of Business Conduct and Use of Manipulative, Deceptive or Other Fraudulent Devices and
Trading Practices; Private Sales and Other Practices (Rules 401(a), 476(a)(6), and 435(1), (3), and (4)
replaced with new Rules 2010, 2020 and 6140);

• Disclosure and Monitoring of Non-Managed Fee-Based Accounts (Rule 405A deleted);

• Short Sale and Proprietary Transaction Reporting Requirements (Rules 440F and 440G deleted);

• Annual Compliance Certification Requirements (Rules 342.30(d) and (e) replaced with new Rule
3130);

• Short Interest Reporting Requirements (Rules 421(1) and 421.10 replaced with new Rule 4560); and

• Regulation M Reporting Requirements (Rule 392 replaced with new Rule 5190).

The Exchanges amended these Rules to harmonize their Rules with changes to corresponding rules filed by

the Financial Industry Regulatory Authority, Inc. (“FINRA”) and approved by the Commission. 2   FINRA filed

the rule changes as part of its effort to develop a new consolidated rulebook for its members. 3 

The Exchanges believe that these rule changes provide greater harmonization among NYSE, NYSE Amex
Equities, and FINRA Rules governing member firm conduct, providing greater regulatory clarity and resulting
in less burdensome and more efficient compliance for members and member organizations. To the extent
that the Exchanges have adopted amendments that differ from the FINRA version of the rules, such changes
are technical in nature and do not change the substance of the amended Rules.

The text of the newly adopted rules and a chart comparing the new rules to their previous counterpart are
attached.

II. Background

On July 30, 2007, NASD and NYSE Regulation, Inc. (“NYSER”) consolidated their member firm regulation
operations into FINRA. As noted above, FINRA recently filed, and the Commission approved, changes to
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certain NASD and FINRA Incorporated NYSE Rules and adopted a number of Consolidated FINRA Rules to
replace other NASD and FINRA Incorporated NYSE Rules. The effective date for the FINRA rule changes
was December 15, 2008. For more details on those rule filings, see FINRA Regulatory Notice 08-57.

To reduce regulatory duplication, NYSE and NYSE Amex have amended certain Rules to harmonize them
with the recently approved FINRA rule changes by deleting certain Rules and Rule Interpretations and
replacing them with Rules that are identical to, or substantially identical to, the approved FINRA Rules,

subject to technical amendments to make them specific to the NYSE or NYSE Amex. 4   See, e.g., in the
attached chart, Rule 342.30 and related Rule Interpretations have been replaced by Rule 3130.

To more readily identify those NYSE and NYSE Amex Equities Rules that have been harmonized with
FINRA Rules, the Exchanges have adopted the same rule numbering for their new Rules as FINRA uses
in the Consolidated FINRA Rulebook. For example, Rule 392 has been replaced with Rule 5190, which
corresponds to FINRA Rule 5190.

The FINRA approved rule changes and the Exchanges' conforming rule changes are summarized below.
These rule changes are retroactively effective to December 15, 2008, the same as the effective date of
FINRA's rule changes.

III. Description of Rule Changes

A. Gifts, Employment or Compensation, and Other Transactions Involving Employees of Others and the
Exchange

NYSE and NYSE Amex deleted Rule 350 (Compensation or Gratuities to Employees of Others), and NYSE
deleted NYSE Rule Interpretations 350/01 - /03, and adopted new Rules 2070 (Transactions Involving

Exchange Employees) and 3220 (Influencing or Rewarding Employees of Others) to replace them. 5 

New Rule 2070 broadly addresses conflicts of interest involving employees of the Exchanges, including
employee accounts and gifts and gratuities. Under Rule 2070, member organizations must arrange to provide
duplicate statements to NYSE or NYSE Amex, respectively, for accounts held by Exchange employees.
Member organizations must still seek prior written consent from the NYSE Euronext Corporate Ethics and
Compliance Department to open an account for an Exchange employee. See Rule 407(a).

In addition, under Rule 2070, subject to certain exceptions, members and member organizations may not
make any loans to employees of the Exchanges. Members and member organizations are also prohibited
from giving anything above nominal value to employees of the Exchanges involved in regulatory matters,
including examinations, disciplinary proceedings, membership applications, listings applications and delisting
proceedings, concerning that member or member organization.

More generally, new Rule 3220 deals with gifts, employment or compensation of employees of others,
including employees of NYSE and NYSE Amex. Similar to old Rule 350, new Rule 3220 prohibits members
and member organizations from paying gratuities or giving gifts in excess of $100 per person annually to an
employee of another entity where it relates to the business of the employer of the recipient. Unlike old Rule
350, new Rule 3220 imposes a hard cap and there are no exceptions.

In addition, unlike old Rule 350, which limited compensation for employment or services rendered by an
employee of another to $200 annually, new Rule 3220 does not limit such compensation, provided the
employment or services to be rendered are subject to a prior written agreement detailing the proposed
employment, the compensation and including consent from the person's employer. Old Rule 350(b)
addressed specific situations related to providing compensation to certain Floor-based employees of another
member organization. That rule required that any compensation for services rendered over $200 per year
required not only prior written consent of the employer but also specified that the Floor-based employee be
dually registered with both member organizations. New Rule 3220(b) replaces this provision by requiring
a written agreement for any employee, Floor-based or not, who receives compensation in any amount for
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employment or services rendered from a different employer member or member organization. The Exchange
notes that, notwithstanding the deletion of Rule 350(b), Rules 35 and 35.50 still require that any person,
including Floor-based employees, who is dually employed by two or more members or member organizations
must be registered with each such member or member organization.

Unlike old Rule 350, new Rules 2070 and 3220 do not require members or member organizations to
obtain prior written consent to give gifts or gratuities. However, there are no longer any exceptions to
these prescriptions for family members or employees of other selfregulatory organizations. Please note
that, notwithstanding the prescriptions of Rules 2070 and 3220, any gift or gratuity to, or employment or
compensation of, the employee of another entity (including NYSE and NYSE Amex) should be viewed
in conjunction with new Rule 2010 relating to high standards of commercial honor and just and equitable
principles of trade, discussed below.

In accordance with Rule 3220, records of all payments, gifts, employment or compensation must be kept
for a period of at least 3 years, and, depending on the nature of the record, possibly for up to 6 years. See
Securities Exchange Act Rule 17a-4.

In conjunction with the general rule on gifts and gratuities, the NYSE also deleted NYSE Rule Interpretation
350/03 governing business entertainment expenses. As noted above, FINRA deleted this Rule Interpretation,
on the grounds that its interpretations of FINRA Rule 3220 sufficiently cover business entertainment

expenses pending adoption of a new rule specifically addressing such expenditures. 6   New NYSE and
NYSE Amex Equities Rule 3220 - which is virtually identical to FINRA's Rule - harmonizes with FINRA's
approach to business entertainment expenses and incorporates all relevant interpretations, rulings or

guidance for FINRA Rule 3220. 7   Members and member organizations, including Exchange-only member
organizations as well as those registered with FINRA, are reminded that such interpretive guidance is
considered part of the new NYSE and NYSE Amex Equities Rule 3220 and are required to regulate their
conduct accordingly. In addition, when dealing with business entertainment expenses members and member
organizations are expected to observe high standards of commercial honor and just and equitable principles
of trade in accordance with new Rule 2010. See Section III.B. herein.

For more details concerning new Rules 2070 and 3220, see FINRA Regulatory Notice 08-57.

B. Standards of Business Conduct and Use of Manipulative, Deceptive or Other Fraudulent Devices and Trading
Practices; Private Sales and Other Practices

1. Standards of Business Conduct: New Rules 2010 and 2020

NYSE and NYSE Amex deleted Rules 401(a) (Business Conduct) and 476(a)(6) (Disciplinary Proceedings
Involving Charges Against Members, Member Organizations, Allied Members, Approved Persons,
Employees, or Others), and NYSE Rule Interpretation 401/01 (Trading Against Firm Recommendations), and

adopted new Rules 2010 and 2020 to replace them. 8 

Old Rules 401(a) and 476(a)(6) broadly required members and member organizations to observe good
business practices and to act consistent with just and equitable principles of trade. NYSE Rule Interpretation
401/01 applied these principles specifically to transactions in a security by a member organization at or
around the time the firm issues purchase or sale recommendations for that security.

New Rules 2010 (Standards of Commercial Honor and Principles of Trade) and 2020 (Use of Manipulative,
Deceptive or Other Fraudulent Devices) cover the same conduct previously addressed by the old Rules
401(a) and 476(a)(6). Rule 2010 broadly requires members and member organizations to observe high
standards of commercial honor and just and equitable principles of trade in the conduct of their business. As
with the old Rules, this new Rule is used to protect market participants from dishonest and unfair practices,
even where those practices do not violate a specific law, rule or regulation. In addition, Rule 2020 is a general
antifraud provision that is used to address a range of conduct, including market manipulation, excessive
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trading, insider trading and fraudulent misrepresentation. As such, it covers business conduct generally, as
well as more specific practices.

Notwithstanding these rule changes, all prior interpretations, rulings or guidance provided in connection
with Rules 401(a) and 476(a)(6), including without limitation, Information Memos, Member Education
Bulletins and disciplinary Hearing Panel decisions, remain in full force and effect and will continue to serve as
interpretations, rulings or guidance in connection with new Rules 2010 and 2020.

2. Use of Manipulative, Deceptive or Other Fraudulent Devices and Trading Practices: New Rules 2020 and 6140

NYSE and NYSE Amex also deleted Rules 435(1), (3), (4) (Miscellaneous Prohibitions) and adopted new

Rule 6140 to replace them. 9 

Old Rules 435(1), (3) and (4) prohibited excessive trading by members, the use of successive transactions to
improperly influence the price or market for a security, or other manipulative operations.

New Rule 6140 (Other Trading Practices) prohibits the same conduct. Specifically, Rule 6140(c) replaces
Rule 435(1), Rule 6140(a) replaces Rule 435(3), and Rule 6140(d) replaces Rule 435(4). In addition, new
Rule 2020 is a general antifraud provision that is used to address a range of fraudulent or manipulative
conduct, including the conduct prohibited by Rules 435(1), (3) and (4).

Notwithstanding these rule changes, all prior interpretations, rulings or guidance provided in connection
with Rules 435(1), (3), and (4), including without limitation, Information Memos, Member Education Bulletins
and disciplinary Hearing Panel decisions, remain in full force and effect and will continue to serve as
interpretations, rulings or guidance in connection with new Rules 2020 and 6140.

3. Private Sales - Deleted Rule Interpretation 401/02

NYSE also deleted Rule Interpretation 401/02 (Private Sales), which required member organizations to
monitor personnel that market securities through private offerings, for being substantively duplicative of NYSE

Rules 407(b) and 407.11. 10   Thus, the general prescriptions requiring member organizations to have policies
and procedures for reviewing the accounts and transactions of employees involved in such activity continue
to apply. NYSE Amex Equities Rules 407(b) and 407.11 would similarly apply these general prescriptions to
NYSE Amex member organizations.

4. Other Transactions - Deleted Rules 435(6) and (7)

NYSE and NYSE Amex also deleted Rules 435(6) and (7), which prohibited members and member
organizations from reopening certain contracts or extending loans for the accounts of non-members, as

obsolete and/or substantively duplicative of Reserve Board Regulation T. 11 

C. Disclosure and Monitoring of Non-Managed Fee-Based Accounts

NYSE and NYSE Amex deleted Rule 405A (Non-Managed Fee-Based Account Programs - Disclosure and
Monitoring), as the prescriptions of that Rule as applied to managed accounts are generally addressed under

the Investment Advisers Act of 1940. 12 

To the extent fee-based programs are used in non-managed brokerage accounts, the requirements of Rule
405A are more generally applied under new Rule 2010. For more details concerning new Rule 2010 and non-
managed fee-based account programs, see FINRA Regulatory Notice 03-68 (November 2003) and NYSE
Information Memo 05-51 (July 26, 2005), which are incorporated herein by reference.

D. Short Sale and Proprietary Transaction Reporting Requirements
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NYSE and NYSE Amex deleted Rules 440F (Public Short Sale Transactions Effected on the Exchange) and
440G (Transactions in Stocks and Warrants for the Accounts of Members, Allied Members and Member

Organizations). 13 

These Rules required member organizations to file Forms SS20 and 121 containing certain information about
short sale and proprietary transactions executed at the Exchanges (NYSE Amex members used legacy
Amex forms 1-S and 1-RA). However, because the Exchanges can derive that information from their trading
systems, they no longer need member organizations to file that information separately.

Accordingly, as of December 15, 2008, NYSE and NYSE Amex member organizations are no longer
required to file Forms SS20 or 121 for NYSE-traded securities or Forms 1-S or 1-RA for NYSE Amex-
traded securities. The Exchanges recognize that, from December 15, 2008, to May 26, 2009 (the date of the
approval of these rule changes), member organizations have been subject to the requirement of filing these
forms. The Exchanges note that if a member organization has not yet filed a Form SS20 or 121, or a Form 1-
S or 1-RA, during this time period they do not need to retroactively file these form(s). Elimination of this filing
requirement does not eliminate member organizations responsibility for keeping accurate books and records
related to, among other things, short order marking.

E. Annual Compliance Certification Requirements

NYSE and NYSE Amex deleted Rules 342.30(d) and (e) (Annual Report and Certification) and NYSE Rule
Interpretations 311(b)(5)/04 (Formation and Approval of Member Organizations - Officers - Other Dual or
Multi-Designations) and /05 (Co-Designation of Principle Executive Officers) and 342.30(d)/01 (Annual
Reports and Certification - Designation of Chief Compliance Officer) and (e)/01 (Annual Certification). The
Exchanges replaced these Rules and Rule Interpretations with new Rule 3130 (Annual Certification of

Compliance and Supervisory Processes). 14 

New Rule 3130 is substantively the same as old Rules 342.30(d) and (e) and the related Rule Interpretations,
and the certification requirements are very similar. As with the old Rules, new Rule 3130 requires each NYSE
and NSYE Amex member and member organization to have an annual certification by its Chief Executive
Officer (CEO) that it has established and maintained procedures and processes reasonably designed
to ensure compliance with all applicable NYSE and NYSE Amex Equities Rules and federal laws and
regulations, including the designation of a Chief Compliance Officer (CCO). However, unlike the old Rules,
members and member organizations are no longer required to submit their certifications to the Exchanges.

In addition, similar to NYSE Rule Interpretations 311(b)(5)/04 and /05, new Rule 3130 prescribes the
requirements for dual or co-designations of CEOs and CCOs. Unlike the old requirements, however, it is not
necessary to seek written approval from the Exchanges in order to dually-designate or co-designate CEOs
and CCOs.

With the exception of certifying compliance with NYSE and NYSE Amex Equities Rules as opposed to FINRA
Rules, the new annual compliance certification requirements, including those relating to CCOs, are now
identical to FINRA's annual certification requirements. In addition, to make compliance easier and more
streamlined, new Rule 3130 requires NYSE and NYSE Amex member organizations to complete their annual
certifications at the same time they complete their certifications for FINRA. For more details on the annual
certification requirement, see FINRA Regulatory Notice 08-57.

The Exchanges recognize that the due date for filing the annual compliance certification under the old
Rules was April 1, 2009. Because these rule changes are retroactive to December 15, 2008, if a member
organization has not yet filed its annual compliance certification with the Exchanges, it is no longer required to
do so. However, notwithstanding the elimination of the reporting requirement, member organizations are still
required to prepare and maintain their annual certifications accordingly.

F. Short Interest Reporting Requirements
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NYSE and NYSE Amex deleted Rules 421(1) (Periodic Reports) and 421.10 (Short Positions), and adopted

new Rule 4560 (Short-Interest Reporting) to replace the deleted Rules. 15 

Old Rules 421(1) and 421.10 required member organizations to submit periodic reports documenting their
short positions in both listed and unlisted securities for all customer and proprietary accounts. New Rule
4560 adopts similar reporting requirements as the old rule and is substantially identical to FINRA Rule 4560.
Please note that member organizations should continue to report their NYSE and NYSE Amex short interest
positions to FINRA pursuant to FINRA's reporting mechanisms.

Notwithstanding these rule changes, all prior interpretations, rulings or guidance provided in connection
with Rules 421(1) and 421.10, including without limitation, Information Memos, Member Education Bulletins
and disciplinary Hearing Panel decisions, remain in full force and effect and will continue to serve as
interpretations, rulings or guidance in connection with new Rule 4560.

G. Regulation M Reporting Requirements

NYSE and NYSE Amex deleted Rule 392 (Notification Requirements for Offerings of Listed Securities) and

adopted new Rule 5190 (Notification Requirements for Offering Participants) to replace it. 16 

Old Rule 392 prescribed the Regulation M-related notice requirements for members participating in offerings
of listed securities, as well as when placing or transmitting a stabilizing bid, syndicate covering transaction or
penalty bid. See also NYSE Information Memorandum 08-53.

New Rule 5190, which is substantially identical to FINRA Rule 5190, contains similar notice requirements
and is substantively the same as the old Rule. Pursuant to the new Rule, member organizations will continue
to file Regulation M-related reports with the Exchanges. Member organizations should not use the FINRA
form to report Regulation M-related notices to the Exchanges, nor should they rely on reports made to
FINRA to comply with the Exchanges' reporting requirements under Rule 5190. Until further notice, member
organizations should continue to use the existing Rule 392 form for reporting Regulation M-related reports to
the Exchanges.

Notwithstanding these rule changes, all prior interpretations, rulings or guidance previously provided in
connection with Rule 392, including without limitation, Information Memos, Member Education Bulletins
and disciplinary Hearing Panel decisions, remain in full force and effect and will continue to serve as
interpretations, rulings, or guidance in connection with new Rule 5190.

IV. Staff Contacts

Questions concerning these rule changes may be addressed to the following:

Clare Saperstein, Managing Director, NYSE Regulation Inc., at (212) 656-2355; Jason Harman,
Consultant, NYSE Regulation Inc., at (212) 656-2661.

Questions concerning annual compliance certification requirements may be addressed to your Regulatory
Coordinator at FINRA.

Questions concerning short interest reporting requirements may be addressed to the following:

Yvonne Huber, FINRA, at (240) 386-5034; Michele Bowan, FINRA, at (240) 386-4986.

Questions concerning Regulation M reporting requirements may be addressed to the following:

Larry O'Leary, Director, Market Surveillance, at (212) 656-5615; John L. Scrofani, Manager, Market
Surveillance, at (212) 656-4537.

____________________________

James F. Duffy
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Interim Chief Executive Officer

NYSE Regulation□
Attachments

NYSE and NYSE Amex Equities Rule Conversion Chart
 

Old Rules and Rule
Interpretations

New Rules Comments

 

Interpretations 311(b)
(5)/04 - /05

3130 Substantially the same requirements and standards,
except it is not necessary to obtain written approval from
NYSE or NYSE Amex in order to co-designate or dually-
designate CEOs and CCOs.

 

Rules 342.30(d) and (e) 3130 Substantially the same requirements and standards.
Annual certification is no longer required to be submitted to
NYSE or NYSE Amex.

 

Interpretation
342.30(d)/01

3130 Substantially the same requirements and standards.

 

Interpretation
342.30(e)/01

3130 Substantially the same requirements and standards.

 

Rule 350
Interpretations 350/01 -
350/02

2070 and
3220

Must provide duplicate statements for accounts of NYSE
or NYSE Amex employees. Must still seek prior written
consent to open such accounts. See Rule 407(a).
Subject to certain exceptions, may not extend loans to any
NYSE or NYSE Amex employees.
Gifts or gratuities
No gifts or gratuities to NYSE or NYSE Amex employees
responsible for regulatory matters involving the member or
member organization.
Where related to the business of the employer, gifts or
gratuities to employees of another entity, including NYSE
and NYSE Amex employees not responsible for regulatory
matters, are limited to $100 per person annually.
Not necessary to obtain prior written consent to give gifts
or gratuities.
Employment or compensation
Employment or compensation of an employee of another
entity, including NYSE and NYSE Amex, is permitted
without limitation subject to prior written consent of the
person's employer and pursuant to a written agreement
including the nature of employment and amount of
compensation to be paid.
Any person, including Floor-based employees, who is
dually employed by two or more members or member
organizations must be registered with each such member
or member organization. See Rules 35 and 35.50.
* * * * *
No exceptions to these rules for family members or
employees of other Exchanges.
Any gift or gratuity to, or employment or compensation
of, the employee of another entity must observe high
standards of commercial honor and just and equitable
principles of trade. See new Rule 2010.
Records of all payments, gifts, employment or
compensation must be kept for at least 3 years, and
possibly longer. See SEA Rule 17a-4.
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Interpretation 350/03 3220 There is a new proposed rule pending before the SEC.
See Securities Exchange Act Release No. 55766 (May 15,
2007), 72 FR 28534 (May 21, 2007) (SR-NYSE-2006-06).
In the interim, new Rule 3220, including all relevant
interpretations, rulings or guidance for FINRA Rule 3220,

will apply to business entertainment expenses. 1 
In addition, when dealing with business entertainment
expenses members and member organizations must
observe high standards of commercial honor and just and
equitable principles of trade. See new Rule 2010.

 

392 5190 Substantially the same requirements and standards.
 

401(a) 2010 and
2020

Substantially the same requirements and standards.

 

Interpretation 401/01 2010 and
2020

Substantially the same requirements and standards.

 

Interpretation 401/02 N/A See NYSE and NYSE Amex Equities Rules 407(b) and
407.11.

 

405A N/A For managed accounts, see Investment Advisers Act of
1940.
For non-managed accounts, see new Rule 2010 and
FINRA Regulatory Notice 03-68 (November 2003) and
NYSE Information Memo 05-51 (July 26, 2005).

 

421(1) 4560 Substantially the same requirements and standards.
 

421.10 4560 Substantially the same requirements and standards.
 

435(1), (3), (4) 6140 Substantially the same requirements and standards. See
also new Rule 2020.

 

435(6), (7) N/A See Reserve Board Regulation T.
 

440F N/A NYSE and NYSE Amex trading systems capture this
information.

 

440G N/A NYSE and NYSE Amex trading systems capture this
information.

 

476(a)(6) 2010 and
2020

Substantially the same requirements and standards.

 

1  FINRA's interpretative guidance concerning business entertainment expenses includes a June 24, 1999, Letter to
Henry H. Hopkins and Sarah McCafferty, T. Rowe Price Investment Services, Inc. This interpretative letter, and
other interpretive guidance concerning business entertainment expenses, is currently available at FINRA's website
at www.finra.org/Industry/Regulation/Guidance/InterpretiveLetters/ConductRules/index.htm.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release No. 59965 (May 21, 2009), 74 FR 25783 (May 29, 2009) (SR-
NYSE-2009-25) and Securities Exchange Act Release No. 59975 (May 26, 2009), 74 FR 26449 (June 2,
2009) (SR-NYSEAltr-2009-26). These rule changes were approved retroactively effective to December
15, 2008.
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2  See Securities Exchange Act Release No. 58461 (September 4, 2008), 73 FR 52710 (September 10,
2008) (SR-FINRA-2008-033); Securities Exchange Act Release No. 58514 (September 11, 2008), 73
FR 54190 (September 18, 2008) (SR-FINRA-2008-039); Securities Exchange Act Release No. 58643
(September 25, 2008), 73 FR 57174 (October 1, 2008) (SR-FINRA-2008-021, -022, -026, -028, -029);
Securities Exchange Act Release No. 58660 (September 26, 2008), 73 FR 57393 (October 2, 2008)
(SRFINRA-2008-027); Securities Exchange Act Release No. 58661 (September 26, 2008), 73 FR 57395
(October 2, 2008) (SR-FINRA-2008-030); and Securities Exchange Act Release No. 59097 (December
12, 2008), 73 FR 78412 (December 22, 2008) (SRFINRA-2008-057). See also FINRA Regulatory Notice
08-57, October 16, 2008.

3  The current FINRA rulebook consists of three sets of rules: (1) NASD Rules, (2) rules and rule
interpretations incorporated from the NYSE ("FINRA Incorporated NYSE Rules") (together, referred
to as the "Transitional Rulebook"), and (3) consolidated FINRA Rules. The FINRA Incorporated
NYSE Rules apply only to those members of FINRA that are also members of the NYSE, while the
consolidated FINRA Rules apply to all FINRA members. For more information about the FINRA rulebook
consolidation process, see FINRA Information Notice, March 12, 2008.

4  NYSE Amex has not adopted a corresponding version of the NYSE Rule Interpretations and so those
changes were not included in the NYSE Amex filing. See Securities Exchange Act Release No. 59975
(May 26, 2009), 74 FR 26449 (June 2, 2009) (SRNYSEAltr-2009-26).

5  See Securities Exchange Act Release No. 59965 (May 21, 2009), 74 FR 25783 (May 29, 2009) (SR-
NYSE-2009-25) and Securities Exchange Act Release No. 59975 (May 26, 2009), 74 FR 26449 (June
2, 2009) (SR-NYSEAltr-2009-26). See also Securities Exchange Act Release No. 58660 (September 26,
2008), 73 FR 57393 (October 2, 2008) (SR-FINRA-2008-027).

FINRA also deleted language from FINRA Incorporated NYSE Rule 407. However, the NYSE retained
Rule 407 (Transactions - Employees of Members, Member Organizations and the Exchange) without
change because it uses that Rule to, inter alia, monitor accounts held by Exchange employees at
member organizations. Similarly, NYSE Amex retained Rule 407 - NYSE Amex Equities without change.

6  The NYSE has also proposed the adoption of a new Rule 350A to more extensively address the issue
of such expenses. See Securities Exchange Act Release No. 55766 (May 15, 2007), 72 FR 28534 (May
21, 2007) (SR-NYSE-2006-06). This filing has not been approved by the Commission as of this date.
Upon approval, NYSE Amex will adopt a comparable rule.

7  FINRA's interpretative guidance concerning business entertainment expenses includes a June
24, 1999, Letter to Henry H. Hopkins and Sarah McCafferty, T. Rowe Price Investment Services,
Inc. This interpretative letter, and other interpretive guidance concerning business entertainment
expenses, is currently available at FINRA's website at www.finra.org/Industry/Regulation/Guidance/
InterpretiveLetters/ConductRules/index.htm.

8  See Securities Exchange Act Release No. 59965 (May 21, 2009), 74 FR 25783 (May 29, 2009) (SR-
NYSE-2009-25) and Securities Exchange Act Release No. 59975 (May 26, 2009), 74 FR 26449 (June
2, 2009) (SR-NYSEAltr-2009-26). See also Securities Exchange Act Release No. 58643 (September 25,
2008), 73 FR 57174 (October 1, 2008) (SR-FINRA-2008-021, -022, -026, -028, -029).

9  See Securities Exchange Act Release No. 59965 (May 21, 2009), 74 FR 25783 (May 29, 2009) (SR-
NYSE-2009-25) and Securities Exchange Act Release No. 59975 (May 26, 2009), 74 FR 26449 (June
2, 2009) (SR-NYSEAltr-2009-26). See also Securities Exchange Act Release No. 58643 (September 25,
2008), 73 FR 57174 (October 1, 2008) (SR-FINRA-2008-021, -022, -026, -028, -029).

10  See Securities Exchange Act Release No. 59965 (May 21, 2009), 74 FR 25783 (May 29, 2009) (SR-
NYSE-2009-25) and Securities Exchange Act Release No. 59975 (May 26, 2009), 74 FR 26449 (June
2, 2009) (SR-NYSEAltr-2009-26). See also Securities Exchange Act Release No. 58643 (September 25,
2008), 73 FR 57174 (October 1, 2008) (SR-FINRA-2008-021, -022, -026, -028, -029).
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FINRA has stated that these particular NYSE Rules are proposed for inclusion in socalled "supervision
rules" that are to be adopted at some later date as part of the Consolidated FINRA Rulebook. See
FINRA Regulatory Notice 08-24.

11  See Securities Exchange Act Release No. 59965 (May 21, 2009), 74 FR 25783 (May 29, 2009) (SR-
NYSE-2009-25) and Securities Exchange Act Release No. 59975 (May 26, 2009), 74 FR 26449 (June
2, 2009) (SR-NYSEAltr-2009-26). See also Securities Exchange Act Release No. 58643 (September 25,
2008), 73 FR 57174 (October 1, 2008) (SR-FINRA-2008-021, -022, -026, -028, -029).

12  See Securities Exchange Act Release No. 59965 (May 21, 2009), 74 FR 25783 (May 29, 2009) (SR-
NYSE-2009-25) and Securities Exchange Act Release No. 59975 (May 26, 2009), 74 FR 26449 (June
2, 2009) (SR-NYSEAltr-2009-26). See also Securities Exchange Act Release No. 58643 (September 25,
2008), 73 FR 57174 (October 1, 2008) (SR-FINRA-2008-021, -022, -026, -028, -029).

In addition, FINRA deleted FINRA Incorporated NYSE Rule 477. The NYSE retained NYSE Rule
477 (Retention of Jurisdiction - Failure to Cooperate) without change because it uses that Rule for
disciplinary purposes specific to the Exchange. Similarly, NYSE Amex retained Non-NYSE Amex
Equities Rule 477 without change.

13  See Securities Exchange Act Release No. 59965 (May 21, 2009), 74 FR 25783 (May 29, 2009) (SR-
NYSE-2009-25) and Securities Exchange Act Release No. 59975 (May 26, 2009), 74 FR 26449 (June
2, 2009) (SR-NYSEAltr-2009-26). See also Securities Exchange Act Release No. 58643 (September 25,
2008), 73 FR 57174 (October 1, 2008) (SR-FINRA-2008-021, -022, -026, -028, -029).

14  See Securities Exchange Act Release No. 59965 (May 21, 2009), 74 FR 25783 (May 29, 2009) (SR-
NYSE-2009-25) and Securities Exchange Act Release No. 59975 (May 26, 2009), 74 FR 26449 (June
2, 2009) (SR-NYSEAltr-2009-26). See also Securities Exchange Act Release No. 58661 (September 26,
2008), 73 FR 57395 (October 2, 2008).

15  See Securities Exchange Act Release No. 59965 (May 21, 2009), 74 FR 25783 (May 29, 2009) (SR-
NYSE-2009-25) and Securities Exchange Act Release No. 59975 (May 26, 2009), 74 FR 26449 (June
2, 2009) (SR-NYSEAltr-2009-26). See also Securities Exchange Act Release No. 58461 (September 4,
2008), 73 FR 52710 (September 10, 2008).

16  See Securities Exchange Act Release No. 59965 (May 21, 2009), 74 FR 25783 (May 29, 2009) (SR-
NYSE-2009-25) and Securities Exchange Act Release No. 59975 (May 26, 2009), 74 FR 26449 (June
2, 2009) (SR-NYSEAltr-2009-26). See also Securities Exchange Act Release No. 58514 (September 11,
2008), 73 FR 54190 (September 18, 2008).
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June 1, 2009

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: PRICING AND EXECUTION OF ODD-LOT ON-CLOSE ORDERS IN THINLY- TRADED
SECURITIES

I. Purpose

The purpose of this Information Memo is to advise members and member organizations regarding the
appropriate execution of on-close odd-lot orders in thinly-traded securities.

II. Background

Odd-lot orders are governed by NYSE and NYSE Amex Rule 124, which, among other things, permit the

entry of odd-lot orders “on close”. 1   On-close odd lot orders are filled at the price of the closing round-lot
sale.

Recently, member organizations have asked the Exchanges to clarify the proper method for pricing on-
close odd-lot orders in situations where (i) the security opened on a quote but did not trade during the trading
session, or (ii) there were one or more trades during the trading session, but there is insufficient interest for a
closing sale. In both of these situations there is not a “closing round-lot sale”.

III. Guidance on Executing Odd-Lot “On Close” Orders

Members and member organizations are advised that the Exchanges interpret Rule 124(f) to mean that in
situations where there is no “closing round-lot sale” in a trading session, DMMs should not execute on-close
odd-lot orders, since the condition necessary to trigger the odd-lot execution (i.e., a closing round-lot sale)
has not occurred.

Members and member organizations are further advised that, consistent with existing policy, where there
has been trading in a security during a particular trading session, but there is no closing transaction in that
security, the Exchanges will designate the price of the last reported trade during the trading session for
publication as the “closing price” for the security. This publication will not trigger the execution of on-close
odd-lots, however, since the publication of a closing price by the Exchanges is not a “closing round-lot sale”
under Rule 124(f).

This interpretation is consistent with other aspects of Rule 124 and previous guidance issued by NYSE
Regulation. In particular, Rule 124(c) and the related interpretive guidance both provide that marketable odd-
lot orders will not automatically execute until there is an initial round-lot transaction in the subject security,
and that if there is not an initial round-lot transaction, then no odd-lot orders will be executed in the trading

session. 2 

IV. Staff Contacts

Questions concerning the subject of this memorandum should be directed to the following individuals:

Daniel M. Labovitz, Office of the General Counsel, NYSE Regulation, at (212) 656-2081 Jason Harman,
Office of the General Counsel, NYSE Regulation, at (212) 656-2661

___________________________
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Claudia Crowley

Senior Vice President & Chief Of Staff

NYSE Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See NYSE and NYSE Amex Rule 124(f).
2  See NYSE and NYSE Amex Rule 124(c) and NYSE Information Memo 07-92 (September 13, 2007).
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May 28, 2009

   ATTENTION: COMPLIANCE AND LEGAL DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Procedures for Escalating and Addressing Inquiries Arising from Real-Time Regulatory or Trading
Issues

The purpose of this Information Memo is to remind all members and member organizations that they should
have a process in place to enable timely response to and resolution of inquiries from their employees or
NYSE Regulation, Inc. (“NYSE Regulation”) regarding real-time regulatory matters or trading activities on
the Floor or through NYSE systems. Such a process is mandated by Rule 342 which requires adequate
procedures for supervision and control of business activities, including a separate system of follow-up and
review, designed to achieve compliance with applicable rules and federal securities laws.

There have been recent instances in which Market Surveillance and/or member organization employees
have attempted to contact member organizations with respect to various regulatory issues but the member
organization was unable to promptly respond, and the matter could not therefore be resolved in a timely
fashion. The types of matters that require prompt escalation and attention include, but are not limited to,
account intrusion activity, unusually large orders that could have been submitted in error, unusual trading that
could be the result of aberrational algorithmic activity, potentially violative odd-lot transactions, or potentially
fraudulent or manipulative trading.

While it is important to maintain information barriers and confidentiality requirements, it is also necessary
that member organizations be able to quickly respond to real-time regulatory or trading issues in order to
maintain a fair and orderly market. NYSE Regulation recognizes that member organizations need to have
in place appropriate information barriers under applicable rules and federal securities laws and that such
information barriers may implicate the sharing of information within a business unit in a member organization.
To that end, member organizations should have policies and procedures that retain information barriers
while providing for the prompt escalation, review, and resolution of all real-time trading issues by legal and
compliance staff. Risk managers, compliance officers, and/or other appropriate individuals within a business
unit should have access to necessary information (live order information, position information, etc.) and
necessary areas at the member organization in order to resolve such inquiries. The responsible individual(s)
should also be sufficiently supported in resolving these inquiries.

The identity (name, title, and location) and contact information (telephone numbers, email address, etc.)
for each individual designated pursuant to the member organization's policies and procedures for response
to real-time trading issues should be provided to all applicable member organization employees. At the
member organization's discretion, this contact information may also be provided to Market Surveillance, via
the Electronic Filing Platform.

Member organizations should update this contact information on a rolling basis. Also, policies and procedures
should provide a mechanism for NYSE Regulation personnel to have prompt access to the designated
individual(s) regarding any such inquiries.

In addition, for any regulatory questions relating to real-time trading activities on the Floor or through
NYSE systems, member organizations may contact Patricia Bergholc, Director, Market Surveillance, (212)
656-4948, pbergholc@nyx.com.

Staff Contacts
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Questions regarding this Information Memo should be directed to Jean O'Rourke, Director, Market
Surveillance, (212) 656-6007, jorourke@nyx.com, or Peter Bon Viso, Senior Counsel, Market Surveillance,
(212) 656-5621, pbonviso@nyx.com.

___________________________

John F. Malitzis

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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May 11, 2009

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS OF NYSE AMEX LLC

SUBJECT: AMENDMENTS TO NYSE AMEX EQUITIES RULES 60 (“DISSEMINATION OF QUOTATIONS”),
1000 (“AUTOMATIC EXECUTION OF LIMIT ORDERS AGAINST ORDERS REFLECTED IN EXCHANGE
PUBLISHED QUOTATION”) AND 123C (“MARKET ON THE CLOSE POLICY AND EXPIRATION
PROCEDURES”)

I. Purpose

The purpose of this Information Memo is to advise members and member organizations that effective May
12, 2009, all securities traded on NYSE Amex LLC (“NYSE Amex”) will be: 1) eligible for automatic execution
and auto-quoting regardless of price: and 2) subject to dissemination of a mandatory imbalance publication
at 3:40 pm if the disparity between Market on Close (“MOC”)/Limit on Close (“LOC”) buy and sell interest is
equal to or greater than 25,000 shares.

II. Background

NYSE Amex Equities Rules 1000 and 60 provide that “high-priced” securities, i.e., securities priced above
$1,000.00 based on the previous days closing price, or if the security did not trade, the closing bid price of the
security on the Exchange on the immediate previous trading day, are ineligible for automatic executions and
auto-quoting. High-priced securities are traded manually by the assigned Designated Market-Maker (“DMM”).

NYSE Amex Equities Rule 123C sets forth the procedures for the entry of MOC and LOC orders. Specifically,
at 3:40 p.m. if a security has a disparity between MOC and marketable LOC interest to buy and MOC and
marketable LOC interest to sell of 50,000 shares or more, the assigned DMM is required to disseminate a
publication informing the investing public of the disparity. In addition, a DMM may, with Floor Official approval,
disseminate an imbalance publication even if the disparity is less than 50,000 shares if the imbalance in the
security is significant in relation to the average daily trading volume in the security. At 3:50 p.m. the DMM
is required to provide an update to a previous imbalance or “no imbalance” publication. Per NYSE Amex
Equities Rule 123C, if an imbalance or “no imbalance” notice is published at 3:40 p.m. a significant imbalance
or one of 50,000 shares or more (or, in their absence, a “no imbalance” notice) must be published as soon as
possible after 3:50 p.m.

III. Rule Amendments

The Exchange believes that all securities traded on its market must be eligible for immediate and automatic
execution because the liquidity in NYSE Amex-listed securities is more dispersed among multiple market
centers. Accordingly, the Exchange amended NYSE Amex Equities Rules 1000 and 60 to allow “high-priced”
securities to be automatically executed and auto-quoted on the Exchange.

In addition, given the Average Daily Volume (“ADV”) of NYSE Amex-listed securities, an imbalance of 25,000
shares in MOC/LOC orders to buy and sell is significant. The Exchange therefore amended NYSE Amex
Equities Rule 123C to reduce the share volume required to disseminate a mandatory imbalance publications
at 3:40 p.m. and 3:50 p.m. from 50,000 shares to 25,000 shares. A DMM may, with Floor Official approval,
disseminate an imbalance publication even if the disparity is less than 25,000 shares if the imbalance in the
security is significant in relation to the average daily trading volume in the security. The reduction of the size
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parameter will provide more accurate information about disparities in MOC/LOC orders consistent with NYSE
Amex trading volumes.

IV. Staff Contacts

Questions regarding the operational procedures described in this Information Memo should be directed to:

Paul Bauccio, Vice President, NYSE Floor Operations, at (212) 656-2929.

Regulatory questions regarding this Information Memo should be addressed to:

Deanna Logan, Managing Director, NYSE Regulation, at (212) 656-2389.

Jennifer D. Kim, Counsel, NYSE Regulation, at (212) 656-6438.

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
booth in the EBR. Questions that are not time sensitive may also be submitted to Ask Market Surveillance.
(For information about the Ask Market Surveillance System, refer to Member Education Bulletin 2006-3,
which was issued on January 30, 2006, if you or your firm is not already a subscriber).

___________________________

Claudia Crowley

Senior Vice President & Chief Of Staff

NYSE Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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May 5, 2009

   TO: NYSE AND NYSE AMEX EQUITIES MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENT TO RULE 123C TO ADD TEMPORARY RULE SUSPENSIONS FOR AN
EXTREME ORDER IMBALANCE AT THE CLOSE

I. Purpose

The purpose of this Information Memo is advise members and member organizations that the New York
Stock Exchange, LLC (“NYSE”) and NYSE Amex, LLC (“NYSE Amex”) (collectively, the “Exchanges”)
have amended Rule 123C to provide the Exchanges with the ability to temporary suspend certain rule

requirements relating to the closing of securities at the Exchanges. 1   These amendments delete the
temporary provisions of Rule 48(b) relating to an extreme market volatility condition at the close, which was
were added in October 2008, as previously discussed in Information Memo 08-48 (Oct. 3, 2008), and adopt
them as Rule 123C(8). Rule 123C(8)(a)(1) has been adopted as a six-month pilot and the remainder of Rule
123C(8) has been adopted on a permanent basis.

II. Background

In October 2008, the NYSE amended Rule 48 to include the close of trading as a time when a qualified
Exchange officer would be permitted to declare an extreme market volatility condition. In such event, the
Exchange would temporarily suspend NYSE Rules 52 (Hours of Operation) and 123C(1) and (2) (Market on
the Close Policy and Expiration Policy), provided that certain requirements were met. Those amendments to
Rule 48 were temporary. When NYSE Amex relocated its equities operations to facilities and systems at 11
Wall Street, NYSE Amex Equities Rule 48, which is virtually identical to NYSE Rule 48, became operative for
NYSE Amex-traded equities securities.

III. Amendments to Rule 123C

The Exchanges have adopted the temporary amendments to Rule 48 by deleting those provisions from Rule
48 and moving them to Rule 123C, some on a permanent basis and some on a pilot basis. As part of the
amendments to Rule 123C, the Exchanges modified certain terms of the temporary suspensions and codified
certain practices for entry of orders after 4:00 p.m. Because the temporary suspensions are now governed by
Rule 123C, the Exchanges no longer need to declare a Floor-wide extreme market volatility condition at the
close before granting such relief and may grant such requests for relief, if warranted, on a security-by-security
basis. Such a temporary suspension is available to avoid, as appropriate, a closing price dislocation that may
result from extreme order imbalances at or near the close.

A. Rule 123C(8)(a)(1): Entering Offsetting Interest after 4:00 p.m.

Pilot Rule 123C(8)(a)(1) provides that the Exchanges may temporarily suspend Rule 52 on a security-by-
security basis so that interest may be solicited - including interest that may not have been present prior
to 4:00 p.m. - to offset any imbalance that may exist as of 4:00 p.m. (or earlier, in the case of an earlier
scheduled close). In connection with such solicitation requests:

• Interest must be solicited solely to offset any imbalance in a security that may exist as of 4:00 p.m.;
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• The Exchanges will solicit such offsetting interest from both on-Floor and off-Floor participants using
NYSE Trader Updates and messages directed to Floor brokers' hand-held device and BBSS screens;

• Exchange-issued solicitation requests will include information regarding security symbol, the
imbalance amount and side, the last sale price, and an order acceptance cut-off time designated by
the Exchange. The order acceptance cut-off time will generally be five minutes from the issuance of the
solicitation request. In no event will the Exchanges accept offsetting interest after 4:30 p.m.; and

• Offsetting interest represented at the trading post in response to a solicitation request must be a limit
order priced no worse than the last sale, irrevocable, and represented by a Floor broker by no later
than the order acceptance cut-off time indicated in the solicitation request.

When closing a security subject to a Rule 52 temporary suspension, the DMM will not accept offsetting
interest after the order acceptance cut-off time. The DMM may close the security earlier than the order
acceptance cut-off time if the DMM receives offsetting interest that pairs off the imbalance so that the closing
price would be reasonably contiguous to the last sale price, i.e., a price point within cents of the last sale price
that would not be considered a dislocating closing price as compared to the last sale price during a regular
auction closing process. All interest included in the closing transaction will receive an allocation consistent
with the current parity model.

Any offsetting interest entered after 4:00 p.m. during a temporary suspension of Rule 52 must also be entered
into the Front End Systemic Capture database (“FESC”), as required by Rule 123(e). Because such interest
may not have been known until after 4:00 p.m., a Floor broker may represent such offsetting interest after
4:00 p.m. without first entering the details of the order into FESC, as required by Rule 123, so long as such
orders are entered into FESC on an “as of” basis immediately following execution of the order.

Rule 123C(8)(a)(1) has been approved as a six-month pilot starting April 13, 2009.

B. Rule 123C(8)(a)(2): Canceling MOC/LOC Legitimate Errors after 3:50 p.m.

Pursuant to Rule 123C(8)(a)(2), the Exchanges may temporarily suspend the restriction on canceling market-
on-close (“MOC”) and limit-on-close (“LOC”) orders after 3:50 p.m. on an order-by-order basis. Rules 123C(1)
and (2) provide that MOC and LOC orders cannot be canceled or reduced after 3:50 p.m. even if such
orders are legitimate errors. The amendments provide that if an erroneous MOC or LOC order would cause
significant price dislocation in the close, the Exchanges may consider temporarily suspending that restriction
on canceling or reducing an MOC/LOC order that is a legitimate error. For an MOC/LOC order that is a
legitimate error, but that would not have a significant impact on the closing price, the entering firm could not
take advantage of the temporary suspension. If it is determined that such an erroneous MOC/LOC order
would significantly dislocate the close, the Exchanges may grant a temporary suspension of Rule 123C(1) or
(2) so that such order can be cancelled or reduced at any time up until that particular security has closed.

C. Rule 123C(8)(b): Procedures for Granting Temporary Suspension of Rules

Only the DMM in a particular security may request the relief available under Rule 123C(8)(a) to temporarily
suspend either Rule 52 or Rule 123C(1) or (2). A determination to declare such a temporary suspension
on a security-by-security basis may be made after 4:00 p.m. (or earlier, in the case of an earlier scheduled
close). The determination to grant a temporary suspension under Rule 123C(8)(a), the entry or cancellation of
orders, and the closing of a security under that Rule must be supervised and approved by either an Executive
Floor Governor or a qualified NYSE Euronext employee, as defined under Rule 46(b)(v), and supervised by a
qualified Exchange Officer, as defined in NYSE Rule 48(d). Such requests should be memorialized on a Floor

Official Approval form. 2 

When determining whether to approve a temporary suspension under Rule 123C(8)(a), factors that may be
considered include, but are not limited to, when the order(s) that impacted the imbalance were entered into
Exchange systems or orally represented to the DMM, the impact of such order(s) on the closing price of that
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security, the volatility of the security during the trading session, and the ability of the DMM to commit capital to
dampen the price dislocation.

IV. Supervision

Member organizations are reminded that they must have adequate written policies, procedures, and
supervisory controls reasonably designed to comply with Rule 123C(8), as described in this Memorandum.
Failure to have adequate written policies and procedures in place or to have an adequate supervisory system
in place may result in disciplinary action.

V. Staff Contacts

Questions regarding Rule 123C(8) should be directed to NYSE staff as follows.

Operational questions should be directed to:

Paul Bauccio, Vice President, Floor Operations, at (212) 656-2929

Regulatory questions should be directed to:

Clare Saperstein, Managing Director, Office of General Counsel, NYSE Regulation, at (212) 656-2355

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
Booth adjacent to the Main Room. Questions that are not time sensitive may also be submitted to Ask Market
Surveillance. (For information about the Ask Market Surveillance system, refer to Information Memo 2006-3,
which was issued on January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

Claudia Crowley

Senior Vice President & Chief Of Staff

NYSE Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See SEC Release No. 59755 (Apr. 13, 2009), 74 FR 18009 (Apr. 20, 2009) (SR-NYSE-2009-18 and SR-
NYSEAltr-2009-15).

2  See Member Education Bulletin 2006-24 (Dec. 29, 2006), which describes the Floor Official Approval
process. Floor Official Approval forms, which are available in the On-Floor Surveillance Unit's booth, are
one-page, pressure-sensitive reports that provide copies for the participants in the approval process. The
member submitting the Form to the On-Floor Surveillance Unit should retain a copy of the Form, as a
required business record under Rule 440.
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April 30, 2009

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Interim Procedure for Orders Incompatible with Entry into the NYSE Order Management Systems

I. Purpose

The purpose of this Information Memo is to set forth interim procedures for members and member
organizations to handle two-sided block trades greater than 6.5 million shares, which are currently
incompatible for entry into the NYSE order management systems.

II. Interim Procedures for Orders Incompatible with Entry into the NYSE Order Management
Systems

NYSE and NYSE Amex Equities Rules 123(e) require that prior to representing an order on the Floor,
members and member organizations must record the details of the order in the Exchanges' Front-End
Systemic Capture (“FESC”) database.

All orders and executions that are entered into the NYSE order management systems (i.e., NYSE BBSS ®,
NYSE e-Broker™) are automatically recorded in the FESC database. As a result, brokers and their clerks
who enter orders into BBSS and/or e-Broker may generally rely on those systems to meet their obligations
under Rule 123(e). Because of a systems limitation, however, NYSE BBSS and NYSE e-Broker currently
cannot accept orders greater than 6.5 million shares. Consequently, brokers who wish to represent these

larger orders have expressed concern about Rule 123(e) compliance. 1 

Although the NYSE plans to implement systems changes to BBSS and e-Broker to increase the maximum
allowable order size, until these system changes are in place, the following interim procedures must be
followed for two-sided block orders with a size term greater than 6.5 million shares:

• Immediately upon receipt of the order, and prior to representing it on the Floor, the Broker must create
a paper order ticket containing all elements required under SEC and NYSE rules regarding the terms
of the order, such as symbol, side, size and price and include a handwritten notation of the time of the

order on the paper order ticket. 2 

• Immediately following the reporting of the block transaction, these orders must be entered into the

FESC database on an “as of” basis, consistent with the provisions of NYSE Rule 416(a) . 3 

• Like all transactions, these transactions must be executed in compliance with Regulation NMS and all
other Exchange rules covering execution of blocks.

Please note that procedures specified herein do not affect the requirement to comply with NYSE Rule 123(f)
and NYSE Amex Equities Rule 123(f), which require all reports of executions related to such orders be
reported through FESC.

III. Supervision

Member organizations are reminded that they must have adequate written policies, procedures, and
supervisory controls reasonably designed to detect and deter potential violations of the prohibitions described
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in this Memorandum. Failure to have adequate written policies and procedures in place or to have an
adequate supervisory system in place may result in disciplinary action.

IV. Contacts

Questions about the Operational aspects of this procedure may be directed to: Paul Bauccio, Vice President,
Floor Operations (212) 656 -2929, or Dennis Pallotta, Director, Floor Operations (212) 656 -2929.

Regulatory questions regarding this Memorandum should be addressed to: Patricia Bergholc, Director,
On Floor Surveillance Unit, (212) 656-4948, or Jack Macken, Senior Special Counsel, Division of Market
Surveillance, at (212) 656-2453

Questions that are not time sensitive may also be submitted to Ask Market Surveillance. General questions
concerning the FESC reporting may also be directed to the On Floor Surveillance Unit via the White Phone or
in person at their OFSU Booth on the Floor.

___________________________

John F. Malitzis

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  NYSE and NYSE AMEX Equities Rules 123.21 exempts from the FESC order entry requirement in Rule
123(e) "…[a]ny orders which by their terms are incompatible for entry in an Exchange system relied on
by a Floor member to record the details of the order in compliance with this Rule…." Notwithstanding this
provision, members and member organizations are required to maintain all required order documentation
under Securities Exchange Act Rule 17a-3 and 17a-4 and the remaining provisions of NYSE and NYSE
AMEX Rule 123.

2  See NYSE and NYSE AMEX Equities Rules 123(b), Receipt of Orders.
3  Pursuant to NYSE and NYSE Amex Equities Rules 416(a), members and member organizations are

required to submit information to the Exchange "in such form" and "within such time period" as the
Exchange prescribes. NYSE Regulation is currently preparing a clarifying rule amendment that will
incorporate into Rule 123.21 the requirement that orders that by their terms are incompatible with entry
into exchange systems must be entered into the FESC database on "as of" basis.
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April 23, 2009

   ATTENTION: COMPLIANCE AND LEGAL DEPARTMENTS, TECHNOLOGY AND OPERATIONS
OFFICERS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NYSE AMEX REGULATION SHO THRESHOLD LIST PUBLICATION - FILE NAME CHANGE

As a result of the recent renaming of NYSE Alternext US LLC to NYSE Amex LLC, the publication of that
exchange's Regulation SHO threshold list will be modified. The list will be renamed “NYSE Amex Regulation
SHO threshold list” and will be maintained on the NYSE Amex Regulation webpage on NYSE.com. It can
be accessed by clicking on the “Regulation” tab and subsequently clicking the link to “NYSE Amex.” The list
will be available under the “Regulation SHO” link. Files generated prior to April 23, 2009 will continue to be
available in their original format only under the “ Historical NYSE Alternext Threshold List” link.

It is important to note that the name of the threshold file will be changing from ALTERNEXTthyyyymmdd.txt
to NYSEAMEXthyyyymmdd.txt (where “yyyymmdd” is replaced with the date, such as 20090423 for
April 23, 2009). The shortcut to the threshold file will be http://www.nyse.com/thresholdnyseamex/
NYSEAMEXthyyyymmdd.txt. In addition, within the file, the “Market Center” field will be changed from
“Alternext US” to “NYSE Amex.”

From April 23, 2009, for a two week phase-in period lasting until May 7, 2009, a matching list under the old
naming convention will continue to be available at the current HTTP and FTP links to allow members time to
update their automated processes.

Any questions pertaining to publication of the Regulation SHO threshold list for NYSE Amex listed securities
should be addressed to:

Alexander Aronov, Director, Member Trading, at (212) 656-4570

Nick Maslavets, Managing Director, Member Trading, at (212) 656-4415

For technical/connectivity Customer Support, contact our connectivity helpdesk at connectivity@nyx.com or
by calling 1-888-689-7739.

___________________________

John F. Malitzis

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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April 2, 2009

   ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, CHIEF FINANCIAL OFFICER/
PARTNER, AND COMPLIANCE AND REGULATORY REPORTING DEPARTMENTS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: FEE RATE ADVISORY

I. Purpose

The purpose of this Information Memo is to advise member organizations that the Securities Exchange
Commission (“SEC”) has announced changes to certain fees charged to registered broker-dealers and other
market participants pursuant to the Securities Exchange Act of 1934 (“Exchange Act”).

II. Background

Under the Investor and Capital Markets Fee Relief Act, annual adjustments are made by the SEC to rates
that are paid under Section 6(b) of the Securities Act of 1933 (the “Securities Act”) and Sections 13(e),
14(g), and 31 of the Exchange Act. Pursuant to NYSE and NYSE Amex Equities Rules 440H (“Activity
Assessment Fees”), NYSE and NYSE Amex Equities offset their Section 31 fee obligations by collecting
“Activity Assessment Fees” from their member organizations based on securities transaction data reported by

the Depository Trust & Clearing Corporation at a rate equal to that prescribed under Section 31. 1 

III. Fee Adjustment

Pursuant to SEC Press Release No. 2009-56, dated March 11, 2009 (Fee Rate Advisory # 5 for Fiscal Year
2009), all trades occurring on NYSE and NYSE AMEX Equities and settling on or after April 10, 2009, will

be assessed the new rate of $25.70 per million dollars under Section 31. 2   Until April 10, 2009, the current
rate of $5.60 per million will remain in effect. Furthermore, the Section 31(d) security futures transactions
assessment will remain at the current rate of $0.0042 for each round turn transaction.

The SEC has stated in Fee Rate Advisory #5 that it will announce the new fee rates for fiscal year 2010 no
later than April 30, 2009.

Any further questions regarding the new fee rates for Sections 31 fees may be directed to the SEC at
either (202) 551-5777 or and questions on Rule 440H can be directed to Patrick Boyle at (212) 656-5280
Additionally, you may contact your FINRA Regulatory Coordinator with any questions you may have
regarding this memo.

______________________________

Claudia Crowley

Senior Vice President & Chief Of Staff

NYSE Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Footnotes

1  For additional information on Rule 440H and Transaction Fees, see NYSE Information Memos 04-42
(dated August 5, 2004), 05-36 (dated May 13, 2005), 05-48 (dated July 19, 2005), 05-92 (dated
December 6, 2005), 06-77 (dated November 3, 2006), 07-46 (dated May 21, 2007), 08-3 (dated January
14, 2008), and 08-16 (dated March 28, 2008).

2  See SEC Release No. 59477 (Feb. 27, 2009).
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April 1, 2009

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: New Rule 80B Circuit Breaker Level for Second Quarter 2009

EFFECTIVE April 1, 2009 through June 30, 2009

Rule 80B trading halts will be triggered when the Dow Jones Industrial Average (“DJIA”) declines below its
closing value on the previous trading day by:

700 points (Level 1)

1,450 points (Level 2)

2,150 points (Level 3)

NYSE and NYSE Amex Equities Rule 80B

Whenever a Rule 80B circuit breaker is in effect, trading in all stocks on NYSE and NYSE Amex Equities will
halt for the time periods specified below.

Level 1 Halt

• anytime before 2:00 p.m. - one hour;
• 2:00 p.m. to 2:30 p.m. - 30 minutes;
• at or after 2:30 p.m. - trading shall continue, unless there is a Level 2 Halt.

Level 2 Halt

• anytime before 1:00 p.m. - two hours;
• 1:00 p.m. to 2:00 p.m. - one hour;
• at or after 2:00 p.m. - trading shall halt and not resume for the rest of the day.

Level 3 Halt

• at any time - trading shall halt and not resume for the rest of the day.

A complete discussion of the calculation of trigger values for Rule 80B was published in NYSE Information
Memo No. 98-15, dated April 13, 1998.

Questions concerning this Information Memo should be directed to Patricia Bergholc, Market Surveillance, at
(212) 656-4948, or Jason Harman, Office of the General Counsel, at (212) 656-2661.

___________________________

Claudia Crowley

Senior Vice President & Chief Of Staff,

Nyse Regulation

NYSE Amex

Attachments

Effective through 6/30/09
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NYSE and NYSE Amex Equities Rule 80B

Point Decline in DJIA:

Level 1 Before 2:00 p.m. 2:00 p.m. to 2:30 p.m. At or After 2:30 p.m.
700 1 hour 30 minutes No halt unless reach Level 2

* * * * * * * * * *
Level 2 Before 1:00 p.m. 1:00 p.m. to 2:00 p.m. At or After 2:00 p.m.
1,450 2 hours 1 hour Halt, and not resume

* * * * * * * * * *
Level 3
2,150 At any time: halt and not resume

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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March 25, 2009

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: RULE 92(c)(3) OPERATIVE DATE DELAYED TO JULY 31, 2009

I. Purpose

The purpose of this Information Memo is to inform members and member organizations that the Exchange
has filed with the Commission to extend the operative date of NYSE Rule 92(c)(3) from March 31, 2009 to
July 31, 2009. This delayed operative date also applies to NYSE Amex Equities Rule 92(c)(3).

II. Background

In July 2007, the NYSE amended Rule 92 to permit riskless principal trading at the Exchange. In connection
with those amendments, the NYSE implemented Rule 92(c)(3), which requires member organizations
to submit to an Exchange database both a report of the execution of the facilitated order and sufficient
information to provide an electronic link of the execution of the facilitated order to all of the underlying orders.

The NYSE previously informed member organizations that when executing riskless principal transactions,
firms must submit to the Exchange's Front End Systemic Capture (“FESC”) database order execution reports
linking the execution of the riskless principal order on the Exchange to the specific underlying orders. The
delayed operative date for both submitting riskless principal transactions to FESC and for using the “R”
accounttype indicator for riskless principal transactions was March 31, 2009.

III. Operative Date of Riskless Principal Reporting Delayed to July 31, 2009

On March 13, 2009, the NYSE and NYSE Amex filed with the Commission to extend the delayed operative

date of the riskless principal FESC reporting requirements from March 31, 2009 to July 31, 2009. 1   The
NYSE filed for this extension in part so that NYSE Regulation has time to review with the Financial Industry
Regulatory Authority, Inc. (“FINRA”) and member organizations both Rule 92 and FINRA's Manning Rule
for the purpose of harmonizing those rules. On March 12, 2009, NYSE Regulation issued Information Memo
09-13, which requests comments on the proposed harmonized approach to customer order protection, as set
forth in that memo and in the corresponding FINRA Regulatory Notice 09-15. As part of this harmonization
process, NYSE Regulation and FINRA are reviewing whether it is advisable to alter or otherwise adjust
the reporting standard for riskless principal transactions. Accordingly, until further notice, the use of the

“R” account type indicator for riskless principal transactions and the FESC 2   and batch-file 3   reporting
requirements for riskless principal transactions are not being implemented and are on hold pending this
review.

Member organizations should note that because of the delayed implementation, orders routed to the
Exchange should not be designated with the “R” account-type indicator. All riskless principal orders routed to
the Exchange should be designated with a “P” account-type indicator.

Member organizations are reminded that if they route riskless principal transactions to the Exchange using
a “P” account-type indicator, the member organization must have in place systems and controls that allow it
to easily match and tie riskless principal executions at the Exchange to the underlying orders, and that it be
able to provide this information to NYSE Regulation upon request. This requirement and the new delayed
implementation date of July 31, 2009, are set forth in Rule 92.95.
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IV. Supervision

Member organizations are reminded that they must have adequate written policies, procedures, and
supervisory controls reasonably designed to detect and deter potential violations of the rule as described in
this Memorandum. Failure to have adequate written policies and procedures in place or to have an adequate
supervisory system in place may result in disciplinary action.

V. Staff Contacts

Questions regarding Rule 92 may be directed to:

Clare Saperstein, Managing Director, NYSE Regulation, at (212) 656-2355 Andrew White, Director,
NYSE Regulation, at (212) 656-4498

___________________________

John F. Malitzis

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release Nos. 59621 (Mar. 23, 2009) (SR-NYSE-2009-30) and 59620 (Mar
23, 2009) (SR-NYSEALTR-2009-29).

2  See Technology Member Firm Notification, "Interfacing with FESC Real Time to Support Amendments to
Rule 92," (Mar. 24, 2008).

3  See Interface Specifications, "Batch File Format for Rule 92 Riskless Principal Trading, Version 1.1."
(Mar. 28, 2008).
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March 18, 2009

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, CHIEF OPERATIONS OFFICER,
OPERATIONS PARTNER AND LEGAL AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: QUARTERLY Expiration Day - MARCH 20, 2009

I. Purpose of this Information Memo

Friday March 20, 2009, will be a quarterly Expiration Day for stock and index options and futures products

whose settlement pricing is based upon NYSE and NYSE Amex 1   (collectively, the “Exchanges”) opening
or closing prices on that day. NYSE Regulation is issuing this Information Memorandum to remind members
and member organizations of certain NYSE and NYSE Amex Equities rules and policies regarding opening
imbalance publications, entry and cancellation of market-on-close/limit-on-close (“MOC/LOC”) and other order
types, publication of on-the-close imbalances, and printing the closing transaction.

II. S&P Quarterly Rebalance

Following the close of trading on March 20, 2009, Standard & Poor's will affect a quarterly share rebalancing
of the S&P 500, the S&P MidCap 400, S&P SmallCap 600 and S&P REIT Composite Indices. This
rebalancing may affect the volume of trading of certain stocks on the Exchanges. Details on these
rebalancings are available on S&P's website (www.standardandpoors.com).

III. Expiration Day Opening Imbalance Publication

Members and member organizations are reminded that the regular pre-opening procedures outlined in NYSE

and NYSE Amex Equities Rules 15 and 123D will apply on the March 20 Expiration Day. 2   Accordingly,
DMMs should publish indications as promptly as practicable but should be mindful of their additional
obligations under Rule 123D to publish one or more indications, under the supervision of a Floor Official, in
situations where the opening price would be affected by an imbalance of market and limit buy and sell orders
in a security.

In the event that one or both of the Exchanges invokes its exemptive powers under NYSE or NYSE Amex
Equities Rule 48 (Exemptive Relief - Extreme Market Volatility Condition), the terms of that rule would govern
the obligation to publish pre-opening indications.

IV. NYSE and NYSE Amex Equities Rules and Policies Relating to the Close

A. MOC/LOC Order Entry and Cancellation

Members and member organizations are reminded that the provisions of NYSE and NYSE Amex Equities
Rule 123C will apply to the close on the March 20 Expiration Day, subject to the temporary modifications
outlined in this memorandum. Please note that, while the Exchanges expect their systems to operate
normally on March 20, in the unlikely event of a systems interruption leading into or at the Close, the MOC/
LOC Policy set out in Rule 123C would operate as if the Exchanges had declared a regulatory halt in one or
more securities.
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In the event that one or both of the Exchanges invoke its exemptive powers under NYSE or NYSE Amex Rule
48 (Exemptive Relief - Extreme Market Volatility Condition), the terms of that rule would govern the handling
of orders at the Close.

In connection with the entry of MOC/LOC orders generally, members should pay particular attention to the
following:

▪ A “published imbalance” is an MOC/LOC imbalance that has been disseminated to the Tape.
An imbalance that is announced verbally or physically posted at the panel (e.g. white board) is not

considered to be a published imbalance. 3 

▪ Brokers and traders are reminded that, while they should enter orders as early in the day as possible,
all MOC/LOC orders (unless to offset an imbalance) must be entered with the DMM by 3:40 p.m.
Entering MOC/LOC orders early provides DMMs with the opportunity to more quickly identify potential
order imbalances that might exist at the Close and to disseminate that information. This, in turn,
enables brokers and traders to more effectively identify potential offsetting customer interest that could
mitigate any imbalance. MOC/LOC orders entered prior to 3:40 p.m. may be canceled prior to that time
for any reason.

▪ Between 3:40 p.m. and 3:50 p.m., MOC/LOC orders may be entered only to offset a security's
published imbalance. During this time period, MOC/LOC orders may be canceled or reduced in size
only to correct a legitimate order entry error. Please note that Market Surveillance will continue to
closely monitor the cancellation of MOC/LOC orders pursuant to the Rules of the Exchanges.

▪ After 3:50 p.m., MOC/LOC orders may be entered only to offset a security's published imbalance.

After 3:50 p.m., MOC/LOC orders may not be cancelled or reduced in size for any reason. 4 

B. MOC/LOC Imbalance Publication 5 

NYSE and NYSE Amex Equities Rule 123C provide for the publication of order imbalances as described
below. In addition, members may refer to the attached quickreference page for a summary of the times and
requirements for imbalance publications. DMMs are reminded that erroneous imbalance publications must be
corrected as soon as practicable.

1. Informational MOC/LOC imbalance publications between 3:00 p.m. and 3:40 p.m.

Between 3:00 p.m. and 3:40 p.m., DMMs are encouraged to publish informational MOC/LOC imbalances of
any size if they believe that there could be significant price dislocation at the Close. These publications are
informational only and do not limit MOC/LOC order entry or cancellation before 3:40 p.m. DMMs who wish to

publish informational imbalances must obtain at least Floor Official approval prior to publication. 6 

2. Required MOC/LOC imbalance publications at 3:40 p.m. and 3:50 p.m.

As soon as practicable after 3:40 p.m., the DMM must publish any MOC/LOC imbalance of 50,000 shares or
more. In addition, the DMM must update any informational imbalance published prior to 3:40 p.m., indicating
either the current imbalance or “no imbalance”.

Similarly, as soon as practicable after 3:50 p.m., DMMs must update any publications made at 3:40 p.m.
Imbalances of 50,000 shares or more, or other significant imbalances, must be published; if there is no such
imbalance, the DMM must publish a “no imbalance” indication. Where there was no publication for a stock at
3:40 p.m., but an MOC/LOC imbalance occurred after 3:40 p.m., the DMM should publish the imbalance at
3:50 p.m. with prior Floor Official approval.

3. Recommended MOC/LOC imbalance publications at 3:40 p.m. and 3:50 p.m.
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Notwithstanding the required imbalance publications (as described above), DMMs are encouraged to publish
MOC/LOC imbalances of any size, including amounts less than 50,000 shares, if the imbalance could cause
significant price dislocation at the close (e.g. an imbalance that is large in comparison to the average daily
volume or regular trading patterns for the stock). DMMs who wish to publish such imbalances must obtain
Floor Official approval prior to publication.

4. Exchange publication of Order Imbalance Information

In addition to the DMM imbalance publications described above, the Exchanges also make available real-time
Order Imbalance Information prior to the Close, pursuant to NYSE and NYSE Amex Equities Rule 123C(6).
These publications take place approximately every fifteen (15) seconds between 3:40 p.m. and 3:50 p.m.,
and approximately every five (5) seconds between 3:50 p.m. and 4:00 p.m. The Order Imbalance Information
publications use the last sale in the security on the Exchanges prior to dissemination of the imbalance
information as a reference price in order to indicate how many shares would be needed to close the security
at that price, including both MOC and marketable LOC orders.

When the close of trading on the Exchanges is scheduled for earlier than 4:00 p.m., the publication of Order
Imbalance Information by the Exchanges will commence 20 minutes prior to the scheduled closing time. In
such circumstances, Order Imbalance Information will be published approximately every fifteen (15) seconds
for about 10 minutes, and then every five (5) seconds from that point until the scheduled Close.

Please note, however, that Order Imbalance Information publications are solely for informational purposes
and do not permit the submission of off-setting interest. Offsetting MOC/LOC interest may only be submitted,
as described in this memo, pursuant to an imbalance publication made by a DMM at 3:40 or 3:50 p.m. in
accordance with NYSE and NYSE Amex Equities Rules 123C(1) and (2).

C. Printing the Closing Transaction

1. NYSE and NYSE Amex Equities Rules 116.40 and 123C(3)

DMMs are reminded that the closing transaction must be printed consistent with NYSE and NYSE Amex
Equities Rules 116.40 and 123C(3) and they must accurately reflect both the closing price and closing volume

when printing the closing transaction. 7 

Due to possible system latency, marketable orders entered into Exchange systems before 4:00 p.m. might
not be received at the post until after 4:00 p.m. These orders should be incorporated into the closing process,
just as non-MOC/LOC interest that is known at the post is factored into the closing print after 4:00 p.m.

2. Verbal Interest and e-Quotes at the Close

All interest, including verbal, e-Quoted, d-Quoted and Display Book interest, should be taken into account by
the DMM when formulating the Close. Interest priced better than the Close must be executed on the Close as
that interest is considered marketable. Interest limited to the closing price will be executed depending on the
availability of contra side interest.

Depending on whether it is marketable or not, verbal interest may be handled differently than e-Quoted
interest at the Close. Marketable verbal interest is included with all market and MOC interest at the Close,
while limited verbal interest and e-Quotes are on parity with limit orders. DMMs are reminded that verbal
interest from a Floor broker should be handled one of two ways: limited verbal interest should be entered into
the system as a manual e-Quote and DMMs may require a written order from the broker; marketable verbal
interest should be entered into the Closing template.

3. Orders to offset MOC/LOC imbalances at the Close to mitigate price disparity

NYSE and NYSE Amex Equities Rule 902 (Off Hours Trading Orders) provide for entry of orders after the
Close. Rule 902(a)(ii)(B) permits DMMs to include in the calculation of the Close legitimate market interest
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that is willing to participate in the Close but did not enter an order into an Exchange system before the close
of the regular trading session at 4:00 p.m. Pursuant to the Rule, where the Close has not yet been printed
and a member, member organization or customer communicated an order at the post that would significantly
reduce the imbalance but the order was not entered prior to the scheduled 4:00 p.m. close, the DMM may
request that the order be executed in Crossing Session I. If the member, member organization or customer
agrees, the DMM may include this interest in offsetting an imbalance when setting the closing price and
increase DMM participation in the closing print to the extent of the new contra interest.

The DMM's use of this offsetting interest to minimize significant price dislocation on the Close will result in
a coupled order between the DMM and member, member organization or customer. The DMM must obtain
Floor Official approval if such a coupled order is to be executed immediately in Crossing Session I (rather
than at 5:00 p.m.). In this way the DMM will liquidate or cover the related dealer position, and the member,
member organization or customer will acquire the position.

NYSE and NYSE Amex Equities Rule 902 may not be relied on for the entry of an order after the Close when
there is no MOC/LOC imbalance or when the imbalance would not result in volatility and/or price dislocation.
In addition, it cannot be used if the Close has already been printed.

V. Adequacy of Operations and Supervisory Staff

All members and member organizations, including DMMs, should ensure that both operational and
supervisory staffing on and around the March 20 Expiration Day will be sufficient to monitor and process
all orders, regardless of the form in which they are received, as well as to handle the increased workload
anticipated as a result of the quarterly rebalancing. All members and member organizations should also
review their systems to ensure that they have adequate capacity to handle the expected increase in volume.
For example, DMM firms should review their algorithms/API to ensure that they meet their obligations to
maintain a fair and orderly market. DMMs are reminded to seek the advice of a Floor Official regarding any
unusual situations as quickly as possible.

VI. Supervision

A. Review of Policies and Procedures

In view of increased automated order delivery, e-Quoting and automatic execution, NYSE Regulation is
advising members and member organizations to carefully review their procedures as well as their supervisory
systems for handling orders in connection with the March 20 Expiration Day. NYSE Regulation expects
members and member organizations to review their practices for handling orders at or near the Close,
particularly with respect to any orders where there is an on-close or other price guarantee for those securities
that are part of the quarterly rebalancing. Reviews should include both orders that are handled manually as
well as those orders that are handled systemically, such as orders that are handled by a computer algorithm.
In addition, members and member organizations should take all necessary steps to ensure that the relevant
trading and back-office staff are familiar with firm procedures for handling orders at or near the Close.

In addition, members and member organizations are reminded of their obligation to have adequate systems
and controls relating to the use of firm systems by correspondents or others, including usage of the
Exchanges' odd-lot systems. Please consult NYSE Information Memos 02-48 (November 7, 2002) and 07-60
(June 29, 2007) (both attached) for more information.

B. Adequacy of Compliance Program

Members and member organizations are also reminded to ensure that they have a robust compliance
program that includes adequate supervisory policies and procedures to monitor for compliance with NYSE
and NYSE Amex Equities Rule 123C and the guidance contained in this Information Memo. Those policies
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and procedures must be adequate to ensure that all procedures related to MOC/LOC orders are appropriately
followed, and to detect and deter any actions that may violate NYSE, NYSE Amex or SEC rules.

C. Due Diligence Requirements

Consistent with the requirements of NYSE and NYSE Amex Equities Rule 405, before any at-the-close
order is transmitted to the Floor the member or member organization accepting the order must exercise due
diligence to learn the essential facts relative to the order, including the purpose and propriety of the at-the-
close instruction. In addition, an imbalance of orders at or near the Close, caused in part by the entry of such
orders, could lead to trading being halted in the security and such orders not receiving an execution.

D. Supervision to Prevent Improperly Affecting the Close

Members and member organizations must also ensure that their activity does not have the effect of artificially
impacting the closing price. As such, members, member organizations and compliance staff should be
mindful of the guidance issued in NYSE Information Memo 05-52 (August 1, 2005)(attached) regarding
VWAP trading at or near the Close, which addresses the responsibility for ensuring that trading strategies
engaged in to facilitate or hedge VWAP orders have an economic basis and do not have the effect of marking
the close or marking the value of a position.

Firms should review procedures utilized in connection with orders to be executed at or near the close with
their traders and other order-entry personnel. Firms should also review systemic order-entry functions
(e.g., algorithms or “smart servers”) for compliance with the provisions of this Information Memorandum.
Firms should also review the provisions of NYSE Information Memo 95-28 (July 10, 1995)(attached), which
discusses trading near the Close and activity that would constitute violations of NYSE and NYSE Amex
Equities Rules, as well as federal securities laws.

In that connection, members and member organizations are reminded that, where a firm has committed to
purchase from (sell to) a customer an order at a price that is derived from the closing price (e.g., VWAP and
MOC orders) while also reserving a significant position of its hedging or covering transaction to be executed
at or near the Close, they must operate with substantial care. If the transaction is completed in a manner
that does not effectively place the firm at market risk or if the transaction does not provide an opportunity
for possible contra side interest to develop and/or react to the activity, it would raise manipulative concerns
and would operate as conduct inconsistent with just and equitable principles of trade. Members and member
organizations should consult NYSE Information Memo 05-52 for further guidance.

E. Compliance with Federal Securities Laws and Rules

In addition to complying with NYSE and NYSE Amex rules and policies, members and member organizations
should review other applicable federal securities laws and regulations, including Section 9(a)(2) of the
Securities Exchange Act, Regulation SHO and Rule 10b-5, as well as the margin and capital rules. Firms
must ensure that they have adequate policies and procedures to detect, deter and prevent such potentially
violative conduct.

VII. Staff Contacts

Regulatory questions concerning this memorandum may be addressed to the following:

Patricia Bergholc, Director, On Floor Surveillance, at (212) 656-4948

Gordon Brown, Manager, On Floor Surveillance, at (212) 656-5321

Michael Fryer, Director, Member Trading, at (212) 656-4656

Carol Krusik, Director, Member Education, at (212) 656-4597

Michael Matejczyk, Director, Member Trading, at (212) 656-4854
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John Saxton, Director, Member Trading, at (212) 656-2324 or

Andrew White, Director, Member Trading, at (212) 656-4498.

Operations questions concerning this memorandum may be addressed to the following:

Paul Bauccio, Vice President, Operations, at (212) 656-2929 or

Dennis Pallotta, Director, Operations, at (212) 656-5236.

Questions may also be directed to OFSU via the White Phone or in person at their booth in the Garage.
Questions that are not time sensitive may also be submitted to Ask Market Surveillance. For information
about the Ask Market Surveillance system, refer to NYSE Member Education Bulletin 2006-3 (January 30,
2006)(attached), if you or your firm is not already a subscriber.

___________________________

John F. Malitzis

Executive Vice President

Market Surveillance

Attachments

Information Memo Number 09-5

February 4, 2009

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO NYSE RULE AND NYSE ALTERNEXT EQUITIES RULES 116 (“STOP”
CONSTITUTES GUARANTEE) AND 123C (MARKET ON THE CLOSE POLICY AND EXPIRATION
PROCEDURES)

The purpose of this Information Memo is to advise members and member organizations that effective
February 6, 2009, the New York Stock Exchange LLC (“NYSE”) and NYSE Alternext U.S. will report a single
closing print to the Consolidated Tape for each of its respective securities pursuant to amendments to NYSE
and NYSE Alternext Equities Rules 116 (“Stop” Constitutes Guarantee) and 123C (Market On The Close
Policy And Expiration Procedures).

I. BACKGROUND

Rules 116.40 and 123C prescribe, among other things, the procedures for the entry and execution of market
at-the-close (“MOC”) and limit at-the-close (“LOC”) orders and the determination of the closing print(s) to be
reported to the Consolidated Tape for each security at the close of trading on the NYSE and NYSE Alternext
exchanges.

Currently, at the close of trading, where there is an imbalance (i.e. more orders to buy than sell or vice versa),
the shares constituting the imbalance are executed against the offer (in the case of a buy imbalance) or the
bid (in the case of a sell imbalance). This transaction is reflected in the first closing print from the NYSE to the
Consolidated Tape for the particular security. The DMM then pairs off the remaining MOC and marketable
LOC buy and sell orders against each other at the price at which the imbalanced shares were executed. This
“pair off” transaction is reported as a second closing print from the NYSE to the Consolidated Tape. If there is
no imbalance, the aggregate buy and sell MOC and marketable LOC orders are paired off at the price of the
last sale of the subject security on the Exchange prior to the close of trading in the security. This transaction
is reported to the Consolidated Tape in a single closing print.

Multiple closing prints have been used to provide information about share imbalances that impacted the
closing price of securities. Currently, pursuant to Rule 123C, both exchanges disseminate a data feed of real-
time order imbalances (“Order Imbalance Information”) that accumulate prior to the close of trading. This
data feed begins at 3:40 pm and is disseminated every 15 seconds from 3:40 pm to 3:50 pm, and every five

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

759

http://researchhelp.cch.com/License_Agreement.htm


seconds thereafter until 4:00 pm. Order Imbalance Information achieves the goal of providing real time detail
and transparency and it has been determined that multiple prints on the close are no longer necessary.

Moreover, the exchanges believed that it was necessary to reduce the manual processing required of the
DMM to continue providing timely closing of securities. The exchanges therefore amended Rules 116.40 and
123C to create a single closing print to be reported to the Consolidated Tape for each security.

II. AMENDMENTS TO CLOSING PRINT

Pursuant to the amended rules, the closing print will occur as described in the example below.

Example:

The DMM for stock XYZ has determined that the closing price in the stock will be $30.25. The last sale
price on the Exchange was $30.00. The DMM has 6,000,000 shares of MOC and marketable LOC
buy orders up to a price of $30.25. On the sell side, there are 5,000,000 MOC and marketable LOC
sell orders down to a price of $30.24. The DMM pairs 5,000,000 shares of MOC and marketable LOC
buy orders against the 5,000,000 shares of MOC and marketable LOC sell orders at a price of $30.25,
leaving an imbalance of 1,000,000 shares on the buy side. On the Display Book, the DMM has 700,000
shares of limit sell orders at various prices marketable up to a price of $30.25, and there is also Crowd
interest of 300,000 shares at that price. The DMM will use the 700,000 shares of limit sell orders on the
Display Book and 300,000 shares of Crowd interest to offset the remaining 1,000,000 shares of MOC
and marketable buy LOC imbalance.

The DMM will continue to arrange the closing transaction as set forth in Rules 123C(3) and 116.40;
however, rather than reporting two separate closing prints to the Consolidated Tape, a single closing
print reflecting the execution of 6,000,000 shares at $30.25 would be reported. The 6,000,000 share
volume in the single print close includes: 1) the 1,000,000 share buy order imbalance; and 2) the
5,000,000 shares of MOC and marketable LOC buy and sell orders that were paired off.

Please be reminded that the data feed containing the Order Imbalance Information is solely for information
purposes and is in addition to the mandatory MOC/LOC imbalance publication pursuant to Rule 123C(5) at
3:40 p.m. and 3:50 p.m. Offsetting interest may be submitted only in response to mandatory imbalance
information published pursuant to 123C(5).

The consolidation of the prints, effective as of February 6, 2009, will reduce the amount of manual
information to be reported by the DMM thus increasing the speed and efficiency of the closing process
ultimately improving the quality of both markets with timelier reporting of closing transactions.

III. Training

Mandatory training sessions for all DMMs and Trading Assistants will begin on Thursday, February 5, 2009
and must be completed no later than Friday, February 13, 2009. NYSE Market Operations staff will contact
each DMM firm to arrange scheduling for the firm's DMMs and Trading Assistants. All training will take place
on the Trading Floor and will take approximately 10-15 minutes to complete.

IV. STAFF CONTACTS

Questions regarding the mandatory training described in this Information Memo should be directed to:

Camille Fredrickson, NYSE Operations, at (212) 656-5390

Questions regarding the operational procedures described in this Information Memo should be directed to:

Paul Bauccio, Vice President, Operations, at (212) 656-2929

Dennis Pallotta, Director, Operations, at (212) 656-5236.

Regulatory questions regarding this Memorandum should be addressed to:
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Deanna Logan, NYSE Regulation, Inc., Office of General Counsel, at (212) 656-2389.

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
booth in the Garage. Questions that are not time sensitive may also be submitted to Ask Market Surveillance.
(For information about the Ask Market Surveillance System, refer to Member Education Bulletin 2006-3,
which was issued on January 30, 2006, if you or your firm is not already a subscriber.)

______________________________

Richard Ketchum

Chief Executive Officer

Information Memo

Member Firm Regulation

New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005

NYSE

Number 02-48

November 7, 2002

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, CHIEF OPERATIONS OFFICER,
INTERNAL AUDIT, COMPLIANCE, LEGAL AND TRADING DEPARTMENTS

TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ELECTRONIC TRANSMISSION OF ORDERS

Recently there have been a number of instances where members or member organizations have submitted
orders to the Exchange in error via electronic order entry systems. These errors were the result of human
error or defective commercial or proprietary software systems used to submit DOT Orders to SIAC. The two
primary causes of the error transmissions were: (1) transmitting orders containing an incorrect quantity of
shares; and (2) inadvertently releasing files containing orders transmitted the previous day.

The purpose of this memo is to emphasize to members and member organizations their responsibilities
when utilizing electronic order routing systems. Please also see Information Memos Nos. 92-43, dated
December 29, 1992, 92-15, dated May 28, 1992, and 89-6, dated January 25, 1989. Members and
member organizations are reminded of the regulatory requirements (internal control and written supervisory
procedures) and business practices (Know Your Customer) that must be adhered to when electronic order
entry systems are used.

SYSTEM CONTROLS MANDATORY

While electronic order entry systems can enhance members' or member organizations' ability to route and
execute orders, errors resulting from their use can result in increased market volatility and significant financial
risk and exposure to members and member organizations. Accordingly, all electronic order entry systems
must have written internal control and supervisory procedures, regardless of whether the member or member
organization is utilizing its own proprietary system or that of an outside vendor.

Electronic order entry systems, should, at a minimum, incorporate the following features: 1) controls that limit
use of the system to authorized persons/parties, 2) checks for validation of order accuracy, 3) established
limits and/or order prohibitors, to prevent orders exceeding preset credit and order size parameters from
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being transmitted for execution, and 4) controls that monitor for duplication/retransmission of orders
previously transmitted for execution. When members or member organizations use a vendor's order entry
system, it is incumbent upon the member or member organization to ensure that the system has the requisite
controls in place and that the vendor's system complies with all Exchange audit trail requirements, including
Front End Systemic Capture (“FESC”) as required by Rule 123(e).

PROBLEMS RESULTING FROM SYSTEMS MAINTENANCE

Several of the recent errors occurred as the direct result of systems maintenance. Members and member
organizations must ensure that when software maintenance is being performed on their own electronic
order entry systems that safeguards are in place to prevent the inadvertent disabling of such systems or any
automated messaging systems that are used to alert firms as to problems with their order entry systems.
Further, such systems should be separated so that when maintenance is performed on one system it does
not impact or disable the other system. Similarly, members and member organizations are responsible to
ensure that such safeguards are in place for order entry systems of vendors or otherwise provided to or
utilized by correspondents and other third parties.

IMPROPER TESTING OF SYSTEMS PROHIBITED

The Exchange has recently become aware of instances where members and member organizations test their
systems' connectivity to the Exchange's systems by sending what purports to be an actual order, but one not
executable because of its terms (for example, sending an order to buy or sell 100 shares of a stock at $1,
when the stock is trading well outside that price), and immediately sending a cancellation of the order.

Any test of a member's or member organization's system connectivity to the Exchange must be performed
using the appropriate established testing procedures. Test messages should be clearly denoted as such and
should not be sent in the guise of an actual order.

PERMITTING USE BY CORRESPONDENTS AND OTHERS

Before a member or member organization grants correspondents or other parties, pursuant to carrying,
clearing or other arrangements, access to its (or a vendor's) electronic order routing system, it must ensure
that reasonable written control and supervisory procedures (that must include at a minimum the four features
enumerated under the subhead “System Controls Mandatory” on page one of this Memo) are in place, and
must obtain and maintain as part of its books and records a copy of such correspondent's written control
procedures as well as a written undertaking from the correspondent that it will abide by such procedures. In
addition, the correspondent must provide the member or member organization with written notification of any
significant changes to such procedures. As an alternative, the carrying or clearing member organization itself
may establish the procedures by which a correspondent must abide and must obtain a written undertaking
from the correspondent that it will comply with such written procedures.

A member or member organization can also satisfy this requirement by using an electronic screen i.e., built-in
system checks, such as preset size and/or dollar limits, in its electronic order entry system.

DUE DILIGENCE OBLIGATIONS

Members and member organizations are also reminded of the requirements of Exchange Rule 405
(“Diligence as to Accounts”) also referred to as the “Know Your Customer” Rule, which provides, in part, that
members and member organizations must learn the essential facts relative to every customer and order. The
Rule's requirements are imposed on every customer order, regardless of the method or system used for their
receipt and transmission, including those routed via electronic trading systems.

Questions regarding this memo may be directed to your Finance Coordinator at the Exchange.

____________________________________
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Salvatore Pallante

Executive Vice President

Attachments

NYSE Regulation

Information Memo

Market Surveillance

NYSE Regulation, Inc.

11 Wall Street

New York, NY 10005

nyse.com

Number 07-60

June 29, 2007

ATTENTION: CHIEF EXECUTIVE OFFICER, CHIEF OPERATIONS OFFICER, LEGAL AND COMPLIANCE
DEPARTMENTS

TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ODD-LOT ORDER REQUIREMENTS

*** Please Show to Your Compliance Officer ***

I. Purpose

The purpose of this Information Memo is to remind all members and member organizations of the NYSE
requirements governing use of the odd-lot system remain in effect and that odd-lot order activity must comply
with these requirements. Firms are warned that use of the odd-lot system in ways that are inconsistent with
traditional odd-lot investment activity is prohibited and violations will be pursued by the relevant regulatory
authority, including NYSE Regulation.

II. Background

The NYSE odd-lot system is intended to afford customers of members and member organizations an
inexpensive and efficient order execution system compatible with traditional odd-lot investing practices of
smaller individual, retail investors. NYSE Rules 124 and 411(b) set forth procedures and requirements for the
proper execution and processing of odd-lot orders. From the inception of the NYSE odd-lot system, the NYSE
has required that the odd-lot system not be used as a professional trading vehicle, except as otherwise
provided in this Memo. For purposes of this Memo, a professional trading vehicle includes trading strategies
by professionals that would result in more than an incidental use of the odd-lot system.

III. Odd-Lot Order Handling and Prohibited Trading Practices

Use of the odd-lot system in ways that are inconsistent with traditional odd-lot investment activity or order
entry practices that are intended to circumvent the round lot market constitute abuses of the odd-lot system
and are prohibited. For example, members and member organizations are not permitted to engage in the
following conduct:
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• Unbundling market or limit round-lots for the purpose of entering odd-lot orders in comparable
amounts;

• Failing to aggregate odd-lot orders into round-lots when such orders are for the same account or for
various accounts in which there is a common monetary interest/beneficial ownership interest (note
that the requirement to aggregate such orders applies to both market and limit orders);

• Entering both buy and sell odd-lot limit orders in the same stock before one of the orders is
executed, for the purpose of capturing the “spread” in the stock;

• Effecting prearranged or wash sales in odd-lots, which are trades in which an offer to buy is coupled
with an offer to sell back at the same or an advanced price (or the reverse). These trades are
violative because they are not actually exposed to the risk of the market. Whether a transaction
presents “market risk” is a facts and circumstances determination. As a general matter, however, in
order to be considered at the risk of the market, at the time of the first transaction there can be no
guarantee or assurance of the price of the second transaction. In addition, the time period between
the two transactions would not of itself determine whether the trading had been effected at the risk
of the market. Rather, such factors as the liquidity of the security and volume must be considered.
Prearranged or wash sales in odd-lots or partial round lots (“PRLs”) should not be used to create
a false or misleading appearance of more actual or apparent active trading in such security. Such
activity would violate SEC and NYSE anti-manipulation and anti-fraud rules, and other NYSE rules
including but not limited to just and equitable principals of trade and good business practices.

• Effecting prearranged or wash sales in the round-lot portion of a PRL for the purpose of effecting an
execution of the odd-lot portion of the PRL with no market risk and at a more favorable price than
market conditions would have otherwise permitted. For example, when the quote in XYZ is .05 - .15,
a customer simultaneously bids .06 for 199 shares and offers 100 shares at .06. This would cause
100 shares to execute at .06 (this would be a prohibited wash sale), which would in turn force the
specialist to sell to the customer the remaining 99 shares at .06, thereby generating a riskless odd-
lot trade at a better price for the odd-lot than the market at the time would have provided.

• Other types of trading activity in odd-lot orders or in PRLs that is not consistent with traditional odd-
lot investment activity, including index arbitrage, certain types of program trading, security classes
not usually involved in program trading (e.g., REITs, certain narrowly based structure products,
etc.), or any pattern of activity that would suggest day trading or is otherwise clearly suspicious
because it is inconsistent with traditional odd-lot investment activity.

It is also prohibited to enter a round-lot order to create a favorable execution price for odd-lot market or limit
orders pending execution in the odd-lot system.

Odd-lot limit orders may be entered as part of a program trade, provided such orders in the aggregate
constitute a relatively small part of the overall program. For example, the NYSE would consider a program
consisting primarily of odd-lot orders to be presumptively violative of NYSE Rules and policies since the use
of the odd-lot system would not be a “relatively small part” of the overall program.

In determining whether trading involving odd-lots is violative, NYSE Regulation will consider, among other
factors, whether a strategy appears to intentionally utilize odd-lots for the purpose of accessing volume that
would not be available in the round-lot market. Accordingly, NYSE Regulation will consider whether a strategy
appears to be contingent on the use of odd-lots as opposed to round-lots, or seems to be structured in terms
of the size or timing of the orders so that an inappropriate large number of odd lot orders results. The conduct
described above, in addition to the above cited rules, constitutes conduct inconsistent with just and equitable
principles of trade and possible violations of federal securities laws and will result in disciplinary action by
NYSE Regulation.

IV. Supervision

a. Supervision of Sponsored Participants
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Members and member organizations must establish and enforce appropriate internal systems and controls to
monitor odd-lot activity by customers, whether the order is entered by the firm or whether the order is entered
by the customer directly using the firm's electronic order routing systems. Before granting access to its (or a
vendor's) electronic order routing system to correspondents or other parties pursuant to carrying, clearing, or
other arrangements, the member or member organization must assure that that such correspondents or other
sponsored participants has adequate policies and procedures, written controls and supervisory procedures,
and surveillances in place that are reasonably designed to detect improper activity and enforce compliance
with SEC and NYSE rules. Member firms' supervisory systems must be designed to assure compliance with
NYSE and SEC rules, and to monitor for inappropriate and manipulative conduct by their customers. At a very
minimum, NYSE Regulation expects member firms to have policies, procedures, systems and controls, and
surveillances to contemporaneously detect and deter the violations of NYSE and SEC rules, including but not
limited to, the practices outlined above.

In this regard, members and member organizations are reminded that in addition to their regular supervisory
duties under NYSE Rule 342, they also have an obligation under NYSE Rule 405 (the so-called “Know Your
Customer” rule), to use due diligence to learn the essential facts relative to every customer and every order.
The Rule's requirements apply to every customer order routed through electronic trading systems, including
the NYSE's odd-lot order service. For further information on requirements for electronic transmission of
orders, please refer to Information Memo 02-48.

Members and member organizations are responsible for all order activity effected through the use of their
own or their vendors' electronic order routing systems. Firms who fail to adequately monitor for compliance by
their customers may be subject to formal disciplinary action, including fines or the suspension or termination
of its ability to enter odd lot orders or sponsor customers entering odd lot orders over its electronic order

routing systems or other regulatory sanction as appropriate. 1 

b. Books and Records

All members and member organizations are reminded of their continuing obligation to accurately record
account type information in their audit trail reporting in accordance with NYSE Rule 130(d), and should be
aware that their obligation to provide accurate account type information in reporting program trading extends
to the incidental odd-lot portions of a program; failure to properly provide account type information may result
in disciplinary action against the firm Therefore, members are advised to be especially diligent in their efforts
to ensure the accuracy of program trading-related audit trail information.

V. NYSE Regulation Staff Contacts

Questions concerning this Information Memo should be addressed to:

Clare F. Saperstein, Principal Rule Counsel, Market Surveillance, at (212) 656-2355 Douglas Witter,
Senior Special Counsel, Market Surveillance, at (212) 656-4875

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
Booth in the EBR. Questions that are not time sensitive may also be submitted to Ask Market Surveillance.
(For information about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3, which
was issued on January 30, 2006, if you or your firm is not already a subscriber.)

____________________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Information Memo
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Market Surveillance

New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

NYSE

Number 05-52

August 1, 2005

ATTENTION: TRADING DESKS, ORDER ROOMS, COMPLIANCE DIRECTORS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Member Obligations in Connection With Volume Weighted Average Price Transactions

I. Purpose of Memo

The purpose of this Information Memorandum is to alert members and member organizations to their
obligations in connection with Volume Weighted Average Price (“VWAP”) transactions. In addition, the
memorandum provides guidance to members and member organizations regarding the proper supervision of,
and where necessary, the disclosure of, potential conflicts of interest when handling or bidding for program
baskets. This memorandum is being issued in coordination with the NASD.

II. Types of VWAP Orders Covered

VWAP orders may include the following types:

• Guaranteed, in which the firm guarantees that the customer's order will be executed during
Crossing Sessions II or IV at that day's VWAP;

• Guaranteed Stop, in which the firm guarantees that the customer's order will be executed during
Crossing Session IV or in the OTC market at the VWAP or better;

• Best Efforts, in which the firm attempts during the course of the day to meet or beat the VWAP on
behalf of the customer, but does not guarantee the VWAP;

• Point-to-Point, in which the firm executes transactions at agreed-upon times during the trading day;
• Hybrid, in which the firm executes the customer's order during the trading day within an agreed-

upon range of VWAP (e.g., execution at VWAP between 10:00 a.m. and 1:00 p.m.; execution within
+/− 2.5% of VWAP); and

• Target, in which the firm executes a specified number of shares incrementally during the day as
close to VWAP as possible, but does not guarantee the VWAP.

The restrictions and obligations described in this memorandum with respect to VWAP orders also apply to
blind-bid and risk-bid transactions in which the firm has submitted a bid in response to a client's solicitation
of interest in effecting a blind portfolio transaction, but has not yet been notified of the customer's decision to
award the transaction to the firm, and where the firm has been awarded the transaction.

III. Duties of Members and Member Organizations

Under Exchange Rules and Federal Securities Laws in Connection with VWAP Transactions

Members and member organizations are reminded that they have an obligation under Exchange rules and
the federal securities laws to execute customer VWAP orders in a manner that does not compromise the
customer's interests, and that does not advance the member's or member organization's own pecuniary
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interests at the customer's expense. These obligations are triggered whenever the member or member
organization receives, or is aware that it is likely to receive, an order from a customer. In addition, in the
case of a blind-bid or risk-bid transaction, members and member organizations must consider whether the
information received in the solicitation is sufficiently specific to trigger duties and obligations under Exchange
rules and/or the federal securities laws prior to receiving the order. Once a member or member organization
knows, or has reason to know, the order details to a degree of confidence such that the member or member
organization could engage in targeted hedging or positioning activity without undue speculative risk, then
the duties and obligations described in this Information Memo attach as though the member or member
organization had actually received the order. Circumstances to consider in making this determination include,
among other factors, the type of order, the name of the security, the size of the order, the side of the market
(i.e., buy or sell), the weighting of a basket order, and the timing for completion of the order.

In connection with VWAP or similar transactions, a member or member organization may wish to engage
in facilitation trades or bona fide hedging in order to position itself to assume the risks associated with such
transactions. While such activities are not prohibited, members and member organizations should be aware
that these activities may conflict with the member or member organization's fiduciary duty to represent the
customer's order fairly. Accordingly, such activities must be conducted in accordance with Exchange Rule 92
and Information Memo 01-21 (“Limitations on Member's Trading Because of Customers' Orders”).

In particular, the Exchange deems it inconsistent with just and equitable principles of trade for a member
or member organization to use its knowledge of a VWAP order, blind-bid, or risk-bid transaction to trade
for its own account in a manner that would be a detriment to the customer. While each situation may be
unique, depending on the size of the transaction and the liquidity of the stock, such misconduct may include
unreasonably moving the market (i.e., moving the market in a manner that benefits a proprietary position and
disadvantages the customer, as opposed to movement of the market that naturally occurs based on the size
of the transaction and overall market conditions), creating the artificial appearance of demand or supply for
the security, or establishing artificially high or low prices through manipulative trading, increased quote activity

or entering proprietary orders near the close or when the VWAP order is executed. 1 

For example, to the extent that members or member organizations engage in bona fide hedging activity or
facilitation trades in connection with VWAP orders, one measure of whether they are adversely affecting the
customer's order is whether the member or member firms execute such transactions at a time or in a manner
that gives the market adequate time to interact with liquidity in the market. Particular care should be taken in
situations where a firm reserves a significant portion of its hedging or facilitation position for execution near
the close; if the transaction is completed in a manner that does not effectively place the firm at market risk, or
provide an opportunity for contra-side interest to develop or react to the firm's order, the firm's conduct may
constitute manipulation and be the subject of disciplinary action.

In addition, members and member organizations are reminded that when they engage in bona fide hedging or
facilitation trades in connection with VWAP orders, they remain subject to best execution requirements. The
Exchange and the Securities and Exchange Commission (“SEC”) will pursue instances where members or
member firms may have manipulated or pre-conditioned the market in order to achieve a favorable execution
of a large customer order.

IV. Transactions that Are Not Restricted While in Possession of A VWAP or Similar Order

Information received by a member or member organization in connection with a VWAP order or a blind-bid
or risk-bid transaction does not affect the member or member organization's ability to trade in the following
situations:

• Execution of a prior customer order;
• Bona fide hedging activities that the member or member organization can demonstrate are

unrelated to the information supplied by the customer in connection with the VWAP order or blind
bid or risk bid solicitation;
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• Execution of electronic trading system (i.e., “Black Box”) orders, provided that the member or
member organization does not have actual knowledge that a portion of the order has been sent to

the Exchange for execution; 2 
• Trades entered for the purpose of correcting a bona fide error;
• Odd-lot transactions executed to offset odd-lot orders that are not part of a blind-bid or risk-bid

transaction; and
• Trades effected by another aggregation unit within the firm (provided that the firm complies with the

terms the SEC's Reg SHO regarding aggregation units). 3 

V. Disclosure of Hedging Activity and Facilitation Trades

Members and member organizations should disclose to customers that they may engage in hedging activity

or facilitation trades prior to the receipt and/or execution of the customer's VWAP order. 4   Such disclosure
should be in the form of a periodic affirmative written notice that is provided to customers in advance of
trading (e.g., semiannually, quarterly or as often as is reasonable under the circumstances), and should be
reasonably calculated to provide customers with sufficient information from which the customer may discern
the firm's intentions.

Disclosure of potential hedging activity or facilitation trades does not create a safe harbor from manipulation
or best execution violations.

VI. Marking of VWAP Orders

The Exchange deems VWAP orders to be contractually either short or long (depending on the particulars
of the order). Accordingly, members and member organizations should mark VWAP orders as short (long)
for purposes of entering the order. Please note that in the event that a member or member organization is
short the securities underlying a VWAP sell order, the order should be marked “short” (or “short exempt”, if
applicable) even if the customer is long the subject securities.

Short VWAP orders should be executed in compliance with all applicable Exchange rules, SEC regulations
and federal securities laws governing short sales. Failure to accurately mark orders may result in disciplinary
action for failure to maintain proper books and records.

Members and member organizations should mark VWAP orders with a “P” account-type indicator for audit-
trail purposes.

VII. Supervision of VWAP Orders and Similar Transactions

Members and member organizations are required, pursuant to Exchange Rule 342, to ensure that they
have adequate policies and written procedures in place to detect, deter, and prevent the potentially violative
conduct described in this memo.

In particular, firms should establish and maintain procedures reasonably designed to review facilitation and
hedging activities in connection with VWAP and blind-bid or risk-bid transactions, in order to ensure that such
activities comply with Exchange rules and federal securities laws. This includes procedures to ensure that
customers have received notice of any hedging or facilitation activity that could affect the customer's order,
and to minimize the dissemination of information about a customer's VWAP order or blind-bid or risk-bid
transaction, in order to ensure that such information is not used improperly to the customer's detriment. In
addition, steps must be taken to ensure that all terms of the VWAP arrangement and tranactions pursuant to
the arrangement are fully documented.

In addition, members and member organizations must ensure that trading strategies engaged in to facilitate
or hedge VWAP orders have an economic basis and do not have the effect of marking the close or marking
the value of a position. Firms should also periodically evaluate the performance of electronic trading systems
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(i.e., “Black Box” systems) to ensure that changing market conditions do not result in a manipulative impact
on the market or otherwise result in improper market dislocation, whether intentionally or unintentionally.

Questions regarding the above may be directed to John Kroog, Director, Market Trading Analysis, Market
Surveillance Division at (212) 656-6532, or Daniel M. Labovitz, Director, Rule Interpretation & Member
Education, Market Surveillance Division at (212) 656-2081.

______________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Information Memo

Market Surveillance

New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

NYSE

Number 95-28

July 10, 1995

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Positioning to Facilitate Customer Orders

The purpose of this memorandum is to present the Exchange's view of various trading strategies employed
by member organizations to facilitate customer stock or program orders. Although it is not possible to provide
an all-inclusive discussion of these strategies, the Exchange believes it is important to describe the kind of
activity which would be inconsistent with just and equitable principles of trade.

A member organization “A” commits to sell (buy) securities after the close to (from) a customer at the closing
price on the Exchange. To position itself to facilitate this transaction, “A” buys (sells) the stock(s) throughout
the day in a proprietary account, assuming the risk of the market. In order to reduce the risk of the proprietary
position it is assuming during the day, “A” leaves a portion of the position to be executed at the dose. If
the size of the transaction(s) “A” intends to execute at the close can reasonably be expected to impact the
closing price(s), “A” should not buy (sell) any stock related to that position near the close. (“A” would not be
precluded from entering proprietary market-on-close orders for execution in the closing transaction, if “A”
is not representing any proprietary orders near the closing transaction). What constitutes “near the close”
depends upon the degree of risk which can reasonably be attributed to the position established by that trade
versus the reasonably anticipated impact the trade at the close will have on the closing price. While each
situation may be unique, depending upon the size of the transaction and the liquidity of the stock, generally
traded executed after 3:40 p.m. would be considered “near the close.” Engaging in such transactions for
the firm's proprietary account would be conducted inconsistent with just and equitable principles of trade.
However, “A” would not be precluded from executing the customer's order on an agency basis at any time,
including at or near the close. It should be recognized, however, that this does not preclude the Exchange
from determining that such activity may be a violation of the anti-manipulative provisions of the Securities
Exchange Act of 1934 or Exchange rules.

Similarly, intra-day, it would be conduct inconsistent with just and equitable principles of trade for a member
organization to effect any transactions in a stock while knowing of the imminent execution of a block, in order
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to subsequently liquidate the position by (over) participating on the contra-side of the block transaction. For
example, if “A” knows a block will be bought one-quarter of a point up from the current market, “A” should not
buy stock to subsequently sell into the block transaction at the higher price.

In addition, it would be conduct inconsistent with just and equitable principles of trade for any person to
disclose to any other person trading strategies or customers' orders for the purpose of that person taking
advantage of the information for personal benefit or for the benefit of the member organization. This does not,
however, preclude a member organization from soliciting interest to trade with the contra side of a block in the
normal course of engaging in block facilitation activities.

Member organizations are required to establish and maintain procedures reasonably designed to review
facilitation activities for compliance with Exchange rules and federal securities laws. Member organizations
must ensure that trading strategies engaged in by their proprietary traders to facilitate customers' orders
have an economic basis and are not engaged in to mark the closing price or to mark the value of a position.
In addition, before any at-the-close customer order is transmitted to the Floor, the member organization
accepting the order must exercise due diligence to learn the essential facts relative to the order, including
the purpose and propriety of the at-the-close instructions, particularly when it has knowledge of other orders
executed for the customer's account during the day.

Questions regarding the above may be directed to Agnes Gautier at (212) 656-4608.

______________________________

Robert J. McSweeney

Senior Vice President

Market Surveillance Division

Member Education Bulletin

2006-3

NYSE

Date: January 30, 2006

To: All Member, Member Organizations, Legal and Compliance Officers

From: Market Surveillance Division

Re: “ASK MARKET SURVEILLANCE” - NEW SOFTWARE SYSTEM BEING RELEASED MID-FEBRUARY,
2006

NYSE Regulation is pleased to announce the release of “Ask Market Surveillance”, a computer-based legal
research tool. The software application, which will be made available to Floor members and Floor member
organizations (and their Floor staff and Legal and Compliance Departments), will be available beginning in
mid-February, 2006. Details on signing up and gaining access to Ask Market Surveillance begin on Page 2 of
this Member Education Bulletin.

Ask Market Surveillance is an exciting new tool that combines two principal capabilities into one application:

• Easily and efficiently locate online interpretive guidance on NYSE trading rules; and
• Request targeted interpretive guidance directly from NYSE Regulation's Market Surveillance

Division.

Find Interpretive Guidance Quickly and Easily

To assist in locating relevant material, Ask Market Surveillance offers users a powerful search engine that
simultaneously combs the various published interpretive materials maintained by the Exchange including:

• Constitution and Rules
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• Information Memos
• Member Education Bulletins
• Floor Official Manual
• Hearing Panel Decisions
• Previously-asked Questions and Answers.

Relevant search results are returned in an easy-to-navigate table format. To view a document, users simply
click on items in the results list. Documents can be printed directly from the system to any of the users'
attached or networked printers.

If the original search results are too broad, the application lets users drill down within those results to locate
more specific items. The system will save the users' search parameters so that users can easily re-run
previous searches with a single click.

Pose Interpretive Questions to Market Surveillance Division Staff

Not every interpretive question can be answered by existing interpretive materials. That's why Ask Market
Surveillance permits users to submit interpretive questions to Market Surveillance Division staff, who will
research them and provide answers as quickly as possible. The turnaround time for any particular request will
vary depending on the complexity of the question.

Questions that are posed and responded to in the system may be published in the Ask Market Surveillance
database as a way to make the information available to all users online. Information that could identify
submitters or their affiliations will be removed before questions and answers are published.

Please note that because answers cannot be provided in real time, users should continue to bring time-
sensitive questions directly to Market Surveillance Division personnel in person on the Floor or via telephone.
Staff will work with the user to find a more immediate answer, which may then be entered into Ask Market
Surveillance by the responding staff person.

Other Key Features of Ask Market Surveillance

Ask Market Surveillance incorporates a number of additional features that make it easy to use.

• “Hot Topics”: Through its “Hot Topics” feature, Ask Market Surveillance can help users keep abreast
of new and amended rules, recent publications by the Market Surveillance Division and questions
frequently raised with the Division.

• Email Notifications: Users don't need to manually check the status of their inquiries — instead, the
system will generate emails to users letting them know when their questions have been answered,
or inviting them to provide additional information necessary to answer a question.

• Special Notices: When users log on, Ask Market Surveillance presents an initial window that will
alert them to new developments, the addition of new “Hot Topics” and other system news.

• Availability from the Floor: Member Organizations who have access to the Electronic Filing Platform
(EFP) from the Floor will be able to access Ask Market Surveillance directly from the Floor.

• Availability from Upstairs Compliance Offices: Access to Ask Market Surveillance will be
via the internet-based EFP, to which most member organizations already have access.
Questions regarding the EFP should be directed to Harry Mousmoules at (212) 656-4337 or
hmousmoules@nyse.com.

Signing Up for Ask Market Surveillance

Members and Member organizations who are interested in signing up for Ask Market Surveillance are asked
to follow the procedure described below.

1. Designate a single point-of-contact. In order to facilitate the signing up of new accounts, we ask
that the chief compliance officers at member organizations identify eligible staff (i.e., Floor personnel
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and legal and compliance personnel involved in Floor-related activities) who should have access to
Ask Market Surveillance.

The chief compliance officer or a designated individual will be responsible for certifying that users
are eligible participants, and for keeping all user information up-to-date.

2. Register your organization's users. The chief compliance officer or a designated individual
should provide a list of persons (first name and last name) approved by the member or member
organization to use the system, along with each individual's business e-mail address to
askmarketsurveillance@nyse.com. Please note that only the designated point person will be able
to set up new accounts for that member organization. As noted above, at the outset, Ask Market
Surveillance is intended for personnel whose functions are related to trading on the Floor of the
Exchange, and we request that only those individuals be registered as users. Once the account has
been activated, the individual users will be advised by e-mail.

Using Ask Market Surveillance

Ask Market Surveillance was designed to be an intuitive system so that users can begin using the system
without formal training. New users will receive a “Quick Reference Card” via email when they are registered,
which should answer most questions that they may have. The Quick Reference Card will also direct users on
how to obtain additional assistance if necessary.

Members and member organizations are reminded that Ask Market Surveillance is intended to provide rule
interpretation guidance only from NYSE Regulation's Market Surveillance Division. We will make every effort
to route non-Market Surveillance questions to the appropriate Exchange staff for resolution.

To facilitate the process of responding to inquiries, we ask that questions sent to Ask Market Surveillance
be reasonably focused and provide all information necessary to answer the question. If a question is
incomplete or unclear, a Market Surveillance staff person may find it necessary to reach out to a user for
more information or clarification, which will delay your response. In the event that clarifications are required,
users will receive an e-mail from the system. For your convenience, the email will contain a clickable link to
the relevant screen on the system.

General Contacts

If you have questions about Ask Market Surveillance, please direct them to:

Question regarding system functionality and database content:

Daniel Labovitz, Director, Market Surveillance, (212) 656-2081; or

Carol Krusik, Director, Market Surveillance, (212) 656-4597

Questions regarding signing up for Ask Market Surveillance:

Wendy Lugo, Analyst, Market Surveillance, (212) 656-5819

______________________________

Robert A. Marchman

Executive Vice President

Market Surveillance Division

Imbalance Publications and MOC/LOC Order Entry
 

Time DMMs Brokers and Traders
 

3:00 p.m.- 3:40 p.m. ▪ May publish informational
imbalance of any size with prior
Floor Official approval.

▪ May enter MOC/LOC orders
on either side regardless
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of informational imbalance
publication.

▪ May cancel MOC/LOC
orders for any reason.

 

3:40 p.m.- 3:50 p.m. ▪ Must publish imbalances greater
than 50,000 shares.

▪ May enter MOC/LOC orders
only to offset published
imbalances.

▪ Must update any informational
imbalances published earlier:

▪ May not cancel MOC/LOC
orders except to correct
order entry error.

○ if there is an imbalance
greater than 50,000 shares;

○ if there is any other
“significant” imbalance;

○ or publish “no imbalance”.
▪ May publish any other “significant”

imbalance of any size (e.g.
less than 50,000 shares but
significantly greater than the
average daily volume for the
stock) with prior Floor Official
approval.

 

3:50 p.m.- 4:00 p.m. ▪ Must update any 3:40 p.m.
publications:

▪ May enter MOC/LOC orders
only to offset published
imbalances.

○ if there is an imbalance
greater than 50,000 shares;

▪ No cancellations of MOC/
LOC orders for any reason.

○ if there is any other
“significant” imbalance;

○ or publish “no imbalance” if
less than 50,000 shares.

▪ Subject to Floor Official approval,
should publish a “significant”
imbalance at 3:50 p.m. even
where there was no publication at
3:40 p.m.

▪ May publish any other “significant”
imbalance of any size with prior
Floor Official approval.

 

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  On March 3, 2009, NYSE Alternext US LLC formally submitted a filing with the SEC changing its name
to NYSE Amex LLC. See SR-NYSEALTR-2009-24.

2  See also NYSE and NYSE Amex Equities Rule 123C(7) for Expiration Day auxiliary procedures for the
integration of orders related to expiring index contracts into the Exchanges' opening procedures.

3  See Section IV. B. of this memo for more information.
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4  In the event of a regulatory halt effective at 3:40 p.m. or later, MOC/LOC orders may be entered (on
either side of the market) or canceled up to 3:50 p.m. or until the stock reopens, whichever occurs first.
See NYSE and NYSE Amex Equities Rules 123C(1) and (2).

5  Imbalance publications include both MOC and marketable LOC orders (based on the last sale price at
the time the publication is made). See NYSE and NYSE Amex Equities Rule 123C(5).

6  Floor Official approvals to publish informational imbalances should be recorded on the Floor Official
Approval form under Item 12 ("Consultation/Other"). Members should state the proposed imbalance
information and note any other relevant information (e.g. ADTV, size, degree of impact) in connection
with the request.

7  See NYSE Information Memo 2009-05 (February 4, 2009) (attached), describing recent changes to
NYSE and NYSE Amex Equities Rules 116.40 and 123C(3) and the printing of the closing transaction.
Members and member organizations are reminded that, when arranging the Close, they may not use the
Display Book system in an inappropriate manner designed to discover information about unelected stop
orders.

1  NYSE Regulation has recently imposed formal disciplinary sanctions and significant fines for odd-lot
trading violations, which are described in Hearing Panel Decisions 07-10, 06-160, 06-171, and 06-192
and posted on NYSE.com.

1  In connection with contemplated hedging and facilitation trades, members and member organizations
should review Information Memo 95-28 ("Positioning to Facilitate Customer Orders") for further
discussion of conduct that the Exchange deems to be inconsistent with just and equitable principles of
trade. In addition, this Information Memo is not intended to set out all possible violations that may occur
in connection with VWAP transactions; members and member organizations should be aware that the
conduct described may also violate other Exchange rules or federal securities laws.

2  See Information Memo 01-21.
3  17 C.F.R. § 240.200(f)
4  Members and member organizations are encouraged to review a Final Notice of the United Kingdom's

Financial Services Authority ("FSA"), dated March 18, 2004, involving program trading by Morgan
Grenfell & Co. Ltd. In that case, Morgan Grenfell made a blind bid for a customer's program trade, and
at the same time, began hedging against probable risks from the trade. Ultimately, the firm's hedging
activities moved the market in certain of the securities involved. The FSA found that Morgan Grenfell
had not adequately disclosed its proprietary trading in advance of the customer's acceptance of the
blind bid, and therefore had a conflict of interest with its client. The FSA fined the firm £190,000, and the
firm reimbursed the customer for the increased price of those securities. A copy of the Final Notice is
available on the FSA's website at http://www.fsa.gov.uk/pubs/final/m-grenfell_18mar04.pdf.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

774

http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 09-13

Click to open document in a browser

March 12, 2009

   ATTENTION: ALL MEMBERS AND MEMBER ORGANIZATIONS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: REQUEST FOR COMMENTS: PROPOSED HARMONIZATION OF NYSE and NYSE AMEX
EQUITIES RULE 92 AND FINRA'S MANNING RULE

I. Purpose

The purpose of this Information Memo is to advise that NYSE Regulation, Inc. (“NYSE Regulation”) is
soliciting comments on a proposal to adopt a new equities customer order protection rule that in essence
would harmonize current New York Stock Exchange (“NYSE”) Rule 92 and NYSE Amex Rule 92 - Equities
(collectively, “Rule 92”) with the Financial Industry Regulatory Authority, Inc.'s (“FINRA”) rules prohibiting
trading ahead of customer orders. The new harmonized rule would contain elements of both Rule 92 and
NASD Rule 2111 and IM-2110-2 (the “Manning Rule”), and is described in brief detail below. Because
the harmonized rule would apply to dual NYSE and FINRA members no matter where they trade, NYSE
Regulation is soliciting comments in conjunction with FINRA's process of soliciting comments to obtain feed
back from interested parties regarding the application of a harmonized rule on both Floor members and
upstairs member organizations.

FINRA's proposed Rule 5320 concerning customer order protection, would replace NASD Rule 2111 (Trading
Ahead of Customer Market Order) and NASD IM-2110-2 (Trading Ahead of Customer Limit Order) and
is described in greater detail in FINRA Regulatory Notice 09-15, dated March 12, 2009. The text of the
proposed FINRA Rule 5320 is attached as Attachment A to that Regulatory Notice.

NYSE Regulation believes that a harmonized approach to customer order protection would achieve

greater consistency and simplify compliance obligations for members of NYSE, NYSE Amex 1   (Equities)
and FINRA. Accordingly, after reviewing comments from interested parties, NYSE and NYSE Amex
(the “Exchanges”) each propose to file with the Securities and Exchange Commission (“SEC” or the
“Commission”) a proposed rule to replace each exchange's Rule 92 with a rule similar to proposed FINRA
Rule 5320. NYSE Regulation is soliciting comments on the applicability of proposed FINRA Rule 5320 to the
Exchanges, and specifically, the items addressed below.

NYSE Regulation encourages all interested parties to submit comments in the manner described below
on the proposed FINRA Rule 5320 and its applicability to the Exchanges. Comments must be received by
April 24, 2009. Comments received after the close of the comment period will not be considered, although
interested parties will have further opportunity to comment as it is anticipated that a proposal resulting from
this Information Memo process will be filed with the SEC for approval.

Member organizations and other interested parties can submit their comments using the following methods:

• Emailing comments to: rulecomments@nyx.com; or

• Mailing comments to:

Office of the Corporate Secretary

NYSE Euronext
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20 Broad Street, 12 th Floor

New York, NY 10005

To help NYSE Regulation process and review comments more efficiently, persons should only use one
method to comment on the proposal.

Note that all comments received will be made public.

II. Background

A. NYSE Rule 92 and the Manning Rule

NYSE Rule 92 generally prohibits members or member organizations from entering a principal/proprietary
(“proprietary”) order if the person responsible for entry of that order has knowledge of an unexecuted
customer order on the same side of the market that could be executed at that price. Among other provisions,
the rule contains several limited exceptions that make it permissible for a member or member organization
to enter a proprietary order while representing a customer order that could be executed at the same price.
These limited exceptions generally apply only to a customer order from an institutional account or individual
with an order of over 10,000 shares and $100,000 or more in value where that customer has provided
affirmative consent or order-by-order consent and such consent has been documented. Rule 92 also includes
a riskless principal exception, as well as exceptions for trading by odd-lot dealers, transactions made to
correct bona fide errors, and intermarket sweep orders in compliance with Regulation NMS.

NASD Interpretive Material 2110-2 generally prohibits a member firm from trading for its own account in an
exchange-listed security or an OTC equity security at a price that is equal to or better than an unexecuted
customer limit order in that security, unless the firm immediately, in the event it trades for its own account
at a price that is at or better than the customer limit order, executes the customer limit order at the price
at which it traded for its own account. Similarly, NASD Rule 2111 generally prohibits a member firm that
accepts and holds a customer market order in an exchange-listed security from trading for its own account
at prices that would satisfy the customer market order, unless the firm immediately thereafter executes the
customer market order up to the size and at the same price or better at which it traded for its own account.
The Manning Rule does not require written affirmative consent or documented order-by-order consent, but
rather, allows for the negotiation of terms and conditions for institutional accounts, or orders over 10,000
shares and $100,000 or more in value.

B. Proposed FINRA Rule on Customer Order Protection

As discussed in greater detail in FINRA's Regulatory Notice 09-15, proposed FINRA Rule 5320 represents
a cooperative effort between FINRA and NYSE Regulation to harmonize approaches to trading ahead of
customer orders. To harmonize its Manning Rules, FINRA proposes to create a single rule governing member
firms' treatment of customer orders and applying the new rule uniformly to all equity securities. As proposed,
the harmonized rule also extends the NASD Rule 2111 protections to OTC equity securities.

With the exceptions noted below, NYSE Regulation also proposes to adopt a rule substantially similar to
proposed FINRA Rule 5320 as a new rule to replace Rule 92. Accordingly, the Exchanges would propose
to delete Rule 92 and its supplementary material in its entirety and adopt the harmonized approach as the
Exchanges' rule on customer order protection.

III. Comments Requested on Impact of proposed FINRA Rule 5320 at the Exchanges

NYSE Regulation is seeking comments from member organizations and interested parties concerning the
Exchanges' proposal to adopt a rule similar to proposed FINRA Rule 5320. If a commenter believes that any
portion of proposed FINRA Rule 5320 is inapplicable to the Exchanges' equities market structure or needs
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to be supplemented, NYSE Regulation requests that the commenter identify the section, why it believes it
is inapplicable to the Exchanges, and/or any recommendations for adjusting the rule for the Exchanges.
Similarly, if a commenter believes that a provision of Rule 92 should be retained, NYSE Regulation requests
that the commenter identify why that provision of Rule 92 should be retained instead of the approach
proposed in FINRA Rule 5320.

In addition to general comments, NYSE Regulation invites comments on the following issues:

A. Entry vs. execution

NYSE Regulation notes that proposed FINRA Rule 5320 would change the timing of a member or member
organization's customer protection obligations. Specifically, under Rule 92, the limitation on a member or
member organization's trading is based on knowledge of an unexecuted customer order at the time of entry
of the proprietary order. In contrast, under proposed Rule 5320, a customer's order protection is timed from
the execution of the proprietary order, which is the same standard previously applied under FINRA's Manning
Rule. NYSE Regulation invites comments on whether the Exchanges should adopt the Manning Rule
standard for the timing of protection of customer orders. In particular, NYSE Regulation invites comments
on whether the entry vs. execution timing of customer order protection would impact a Floor broker or other
NYSE member's ability to handle customer orders or effectively represent those orders.

B. Proposed Rule 5320.01 (Large Orders and Institutional Customers)

The Exchanges note that, if adopted as an Exchange rule, proposed FINRA Rule 5320.01 would change the
Exchanges' rules governing trading along with an institutional account or orders of 10,000 shares or more,
unless such orders are less than $100,000 in value. Most significantly, it would permit institutional accounts
and individual customers with large orders to enter into terms and conditions with a member organization for
trading along, which is similar to the current Manning Rule standard. In practice, a member organization could
therefore impose terms and conditions on institutional accounts or customers with large orders. For example,
a member organization could trade along or ahead of not held orders of institutional accounts.

In its Regulatory Notice, FINRA is soliciting comments on the type of disclosures that should be provided to
institutional accounts or customers with large orders to advise them of the terms and conditions that would
be imposed on their orders. In addition, FINRA is soliciting comments on whether institutional accounts or
customers with large orders would need to provide affirmative written consent to such terms and conditions
being imposed, or whether negative consent would be sufficient for a member organization to impose such
terms and conditions. NYSE Regulation notes that if adopted, the proposed rule would change the current
Rule 92(b) requirement that a member organization obtain either affirmative written consent or order-by-order
consent before trading along with an institutional account or large order.

NYSE Regulation is requesting comments on whether the new rule should have an affirmative consent
requirement, either a blanket one-time consent or order-by-order consent, or adopt a negative consent with
disclosure approach. Specifically, NYSE Regulation requests that interested parties address any and all
practical issues with respect to affirmative (one-time or order-by-order) consent regime versus negative
consent with disclosure. For example, would it be feasible to adopt the affirmative consent approach for
trading in all securities in all markets, and if not, why not? What is the cost versus benefit of an affirmative
versus negative consent regime?

NYSE Regulation also notes that the proposed FINRA rule does not limit the types of transactions that a
member organization may engage in when trading along with institutional accounts or large orders. This
differs from Rule 92(b), which limits the types of transactions that a member organization enter when trading
along with an institutional account or large orders to either a liquidating transaction, a bona fide hedge, or a
bona fide arbitrage. NYSE Regulation proposes to adopt the proposed FINRA Rule 5320 standard for trading
along with institutional accounts and large orders and therefore eliminate the restrictions of Rule 92(b).
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NYSE Regulation further notes that proposed FINRA Rule 5320.01 adopts the definition of “institutional
account” of FINRA Rule 4512 (NASD Rule 3110). This definition differs from the Exchanges' current definition
of “institutional account” set forth in Rule 92.50. Unlike FINRA Rule 4512, Rule 92.50 does not include a
natural person with total assets of at least $50 million to be considered an “institutional account.” NYSE
Regulation invites comments on whether the Exchanges should adopt the FINRA definition of institutional
account.

C. Proposed Rule 5320.03 (Riskless Principal Exception)

By adopting proposed FINRA Rule 5320, the Exchange believes that the current issues relating to the
differences between the application of the Rule 92(c) riskless principal exception and the Manning Rule
riskless principal exception would be mooted. For example, member organizations would no longer need to
identify certain facilitation orders on behalf of an institutional account as a riskless principal transaction.

The Exchange notes, however, that proposed FINRA Rule 5320.03 requires FINRA members to submit a
report, contemporaneously with the execution of a riskless principal facilitation order, that identifies the trade
as riskless principal. In prior guidance, the NYSE announced a methodology for reporting riskless principal
trades that included using the Exchange's Front End Systemic Capture (“FESC”) system to report riskless
principal transactions. See Information Memo 07-87, dated August 23, 2007. That reporting requirement has
been delayed in light of these harmonization efforts. In the interim, a member organization routing riskless
principal orders to the Exchange must have in place systems and controls that allow it to easily match and
tie riskless principal executions at the Exchange to the underlying orders, and that it be able to provide this
information to NYSE Regulation upon request. See Information Memo 08-27, dated May 12, 2008.

Pending approval of a filing to harmonize Rule 92 and the Manning Rule, the Exchanges would propose to
the Commission to continue the suspension of the FESC reporting requirements. Note, however, that if the
Exchanges adopt proposed FINRA Rule 5320.03, the Exchanges would still have a rule that requires member
organizations to submit a report, contemporaneously with the execution of the facilitated order that identifies
the trade as riskless principal. NYSE Regulation invites interested parties to comment on how such reporting
requirements could be met at the Exchange, other than using the FESC system, as previously announced.
For example, would reporting to the NYSE TRF be a viable solution?

D. Proposed Rule 5320.05 (Bona Fide Error Transaction Exceptions)

The proposed FINRA Rule 5320.05 provides for a bona fide error exception similar to that of NYSE Rule
92(d)(4). NYSE Regulation notes that the application of the proposed rule at the Exchanges would be the
same as Rule 92(d)(4) and the definition of a bona fide error is set forth in Exchanges Rule 134(g) and (h).

E. Proposed Rule 5320.06 (Minimum Price Improvement Standards) and 5320.07 (Order Handling Procedures)

Because of market structure differences, NYSE Regulation is soliciting comments on whether the Exchanges
should adopt proposed FINRA Rule 5320.06, which concerns minimum price improvement standards, or
5320.07, which concerns order handling procedures. NYSE Regulation invites comments on whether the
Exchanges should include these provisions as part of its customer order protection rule. Specifically, would
the requirement to provide minimum price improvement have any unintended consequences on Floor or
upstairs members?

IV. Staff Contacts

Questions regarding the proposed rule change may be directed to:

Clare Saperstein, Managing Director, NYSE Regulation, (212) 656-2355

___________________________

John F. Malitzis
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Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Please note that NYSE Alternext US LLC will shortly be renamed NYSE Amex LLC ("NYSE Amex").
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March 6, 2009

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: New NYSE System Functionality for Handling Market-on-Close and Limit-on-Close Orders and
Cancellations

I. Purpose

The purpose of this Information Memo is to:

(1) Advise members regarding NYSE system functionality changes that are being implemented to
assist NYSE and NYSE Alternext members and member organizations in complying with Exchange
rules governing the submission and cancellation of MOC and LOC orders; and

(2) Remind members and member organizations of their obligations with respect to the handling of
MOC and LOC orders and cancellations of such orders, especially in light of the pending systems
changes.

II. New System Functionality for Handling Market-on-Close and Limit-on-Close Orders

On Monday, March 9, 2009, the Exchange is introducing new system functionality that will reject certain
Market-on-Close and Limit-on-Close (“MOC/LOC”) orders and certain MOC/LOC order cancellations.
That functionality is described in greater detail below and at http://traderupdates.nyse.com/2009/02/
technical_addendum_to_the_moc.html.

The new NYSE system functionality will (1) allow entry of MOC and LOC interest after 3:40 p.m. 1   to offset
regulatory MOC/LOC imbalances that have been published to the Tape pursuant to Rule 123C(5), and (2)
block entry of all MOC and LOC orders that would join the same side of a published regulatory imbalance.

The new functionality will also block entry of MOC and LOC orders after 3:40 p.m. 2   in securities for which
no regulatory imbalance has been published to the Tape. Additionally, the new functionality will reject
cancellation requests after 3:50 p.m. for all previously entered MOC and LOC orders.

III. Ongoing Regulatory Obligations in Connection with the Entry and Cancellation of MOC/
LOC Orders

Members and member organizations are advised that they may generally rely on the systemic blocks
associated with this new functionality to comply with Exchange rules governing the submission and
cancellation of MOC/LOC orders, subject to the following caveats:

(1) After 3:40 p.m., entry of MOC and LOC orders, either electronically or manually, is permitted only
to offset regulatory imbalances published to the Tape pursuant to Rule 123C(5) (currently at 3:40 p.m.

and/or 3:50 p.m.). 3   Member organizations are reminded that the Exchange publishes regulatory
imbalances to the Tape and separately makes available to subscribers an Order Imbalance Information
data feed that is indicative only. This feed is in addition to any published regulatory imbalance and does
not govern the entry of offsetting MOC and LOC orders.

(2) This new functionality does not block cancellation requests between 3:40 and 3:50 p.m. Members
and member organizations are reminded that Rule 123C permits cancellations of MOC/LOC orders

during that period only to correct a legitimate error. 4 

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

780

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P09-12%2909013e2c8573f3d1?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


(3) Members and member organizations are advised that whenever they are on notice that the
NYSE's MOC/LOC blocks are not functioning, or not functioning properly, they must have policies and
procedures that address such contingency, including appropriate supervisory procedures and controls,
to mitigate possible violation of Exchange rules governing the submission and cancellation of MOC/
LOC orders during such periods of time.

IV. Staff Contacts

Business and operational questions concerning the information contained in this memorandum should be
directed to:

Paul J. Bauccio, Vice President, Floor Operations, at (212) 656-2929

Robert Airo, Vice President, Sales and Relationship Management, at (212) 656-5663

Regulatory questions concerning the information contained in this memorandum should be directed to:

Patricia Bergholc, Director, Market Surveillance, at 212-656-4948

John C. Saxton, Director, Market Surveillance, at 212-656-2324

Andrew G. White, Director, Market Surveillance, at 212-656-4498

___________________________

John F. Malitzis

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  On a day that the scheduled close of trading on the NYSE is earlier than 4:00 p.m. ET, the new systems
functionality, which generally commences at 3:40 or 3:50 p.m., will commence 20 minutes and 10
minutes before the scheduled closing time, respectively.

2  When a regulatory halt is in effect, or occurs after, 3:40 p.m., entry of MOC and LOC orders on either
side of the market is permitted until 3:50 p.m., or until the stock reopens, whichever occurs first, even if a
regulatory imbalance publication occurred prior to the regulatory halt.

3  Members and member organizations are advised that any imbalance information that is announced
verbally by the DMM on the Floor or physically posted at the DMM's post/panel location is not
considered a regulatory imbalance published to the Tape pursuant to Rule 123C(5) and, therefore,
may not be relied upon when entering MOC and LOC orders after 3:40 p.m. DMMs should refrain from
physically posting imbalance information at their post/panel on the Trading Floor.

4  When a regulatory trading halt is in effect at, or occurs after, 3:40 p.m., cancellation of MOC and LOC
orders is permitted until 3:50 p.m. or until the stock reopens, whichever occurs first.
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March 2, 2009

   ATTENTION: FLOOR MEMBERS AND LEGAL AND COMPLIANCE DEPARTMENTS OF MEMBER
ORGANIZATIONS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: REPLACES AND SUPERSEDES IM 09-09: FAQ on limitations on the use of certain wireless
trading devices, including handheld trading devices and portable telephones, related to migration of NYSE
Amex Options to 11 Wall Street

*****

This Information Memo supersedes IM 09-09 (February 27, 2009) in its entirety.

*****

Wireless Trading Devices, Including Handheld Trading Devices

1. Question: Can an NYSE Amex Options trading permit holder use or possess an options wireless trading
device, including handheld devices, on the equities trading floor?

Answer: No. Options wireless trading devices, including handheld devices, may not leave the options
floor.

2. Question: Can an NYSE Equities and/or NYSE Amex Equities 1   member or employee of a member
organization use or possess an equities wireless trading device, including handheld devices, on the options
trading floor?

Answer: No.

Cell Phones - Equities

3. Question: Can an equities floor broker or Registered Competitive Market Maker (“RCMM”) use an
Exchange authorized and provided portable phone on the equities trading floor?

Answer: Yes, when used in accordance with the terms of NYSE and NYSE Amex Equities Rule 36
(“collectively Rule 36”).

4. Question: Can an equities floor broker or an equities Registered Competitive Market Maker (“RCMM”) use
an Exchange authorized and provided portable phone on the options trading floor?

Answer: No.

5. Question: Can an equities Designated Market Maker (“DMM”) use any portable phone on the equities
trading floor or options trading floor, whether or not Exchange authorized and provided?

Answer: No. DMMs may not use portable phones on either trading floor.

Cell Phones - Options

6. Question: Can an NYSE Amex Options ATP holder use any portable phone on the equities trading floor?

Answer: No, even if it is an NYSE Amex Options authorized and provided portable phone.
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7. Question: Can an options floor broker use a NYSE Amex Options approved portable phone on the options
trading floor?

Answer: Yes, when used in accord with NYSE Amex Options Rule 220, Commentary .03

8. Question: What portable phones can an options floor broker use on the NYSE Amex options floor?

Answer: Either an Exchange-issued portable phone or a personal portable phone, as long as they are
approved.

9. Question: How are NYSE Amex Options portable phones approved?

Answer: If a portable phone is Exchange-issued, the process of signing the phone out constitutes
approval. A floor broker seeking to use a portable phone that is not Exchange-issued should contact
Erich Umar at 212-656-4741 for information about the approval process. All portable phones previously
approved for use at the Amex's 86 Trinity facility will be deactivated as of the close of business on
February 27, 2009.

10. Question: Can an options floor broker use an NYSE Amex Options provided portable phone on the
options trading floor?

Answer: Yes, so long as the floor broker agrees to the terms and condition of the applicable NYSE floor
broker telephone agreement, and signs the agreement.

11. Question: If an options floor broker uses an NYSE Amex Options provided portable phone on the options
floor must it have a distinct NYSE Amex Options identifier?

Answer: Yes.

12. Question: Can an options floor broker use an NYSE Amex Options provided portable phone on the
equities trading floor?

Answer: No, even if it is an NYSE Amex Options authorized and provided phone.

13. Question: If a member has dual trading rights on NYSE Equities/NYSE Amex Equities as well as NYSE
Amex Options, can such member use one phone on both floors?

Answer: No. An NYSE Amex Options ATP holder may only use an NYSE Amex Optionsauthorized
telephone on the NYSE Amex Options trading floor. Similarly, an NYSE Equities/NYSE Amex Equities
member may only use an Exchange-authorized and approved telephone on the NYSE/NYSE Equities
trading floor. No single phone may be used on both floors.

14. Question: Can options phones be used outside of the NYSE Amex options floor?

Answer: Options phones may not be used on the equity trading floor, but may be used outside of the
Exchange premises.

Contacts

Questions concerning this memorandum should be directed to:

Equities Related Questions:

Patricia Bergholc Director, Market Surveillance, at 212-656-4948, or

John Macken, Senior Special Counsel, Market Surveillance, at 212-656-2453,

Options Related Questions:

Jeffrey Jacobus, Director, Floor Surveillance Unit, at 212-306-1208

___________________________
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Richard Ketchum

Chief Executive Officer

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Currently, there is a pending rule change to officially change the name of NYSE Alternext US LLC to
NYSE Amex LLC.
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February 27, 2009

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: LIMITATIONS ON THE USE OF CERTAIN WIRELESS TRADING DEVICES, INCLUDING
HANDHELD TRADING DEVICES, AND PORTABLE TELEPHONES

Purpose

On Monday March 2, 2009, the NYSE Amex 1   Options Trading Floor will relocate all options trading
currently conducted on the 86 Trinity trading systems to options trading systems and facilities located at 11
Wall Street. Following the relocation, the NYSE Amex Options Trading Floor (herein, “Options Trading Floor”)
and the NYSE and NYSE Amex Equities Trading Floors (collectively “Equities Trading Floor”) will be located
in physically separate, adjacent rooms within the 11 Wall Street building. The Options Trading Floor is located
in the spaces formerly known as the Blue Room and the Extended Blue Room. As you are aware, there are
passages between the Equities Trading Floors and the Options Trading Floor. However, the Options Trading
Floor and the Equities Trading Floors will operate under different rules regarding the use of wireless devices.

The purpose of this notice is to outline the prohibitions regarding the use of (1) equities and options
wireless trading devices, also known as handheld devices, and (2) portable telephones and other wireless
communications devices.

Prohibitions Regarding Wireless Trading Devices, including Handhelds

In anticipation of the Securities and Exchange Commissions approval of amendments to NYSE Rule 36 and
NYSE Amex Equities Rule 36 (collectively, “Rule 36”) members and employees of member organizations
are prohibited from using or possessing any wireless trading device that may be used to view or enter orders
directly into the Exchange's automated trading systems while on the NYSE Amex Options Trading Floor.
Members and employees of member organizations are also prohibited from using or possessing any wireless
trading device that may be used to view or enter orders directly into the NYSE Amex Options automated
trading systems while on the Exchange's Trading Floor.

Before leaving the Equities Trading Floor, members should ensure they properly secure their handheld
trading devices to prevent unauthorized use. Members that bring an equities handheld trading device onto the
Options Trading Floor will be subject to any and all appropriate disciplinary action.

Prohibitions Regarding the Use of Portable Telephones

Members are also reminded that Rule 36 provides, in pertinent part, “No member or member organization
shall establish or maintain any telephonic or electronic communication between the Floor and any other
location without the approval of the Exchange.” Rule 36 also sets forth the specific requirements applicable to
approved use of such communication devices.

Designated Market Makers (“DMMs”) are prohibited from using any portable or wireless telephones or other

communication devices on the Floor. 2   Floor brokers and RCMMs may only use Exchange authorized

and Exchange provided portable phones on the Floor, subject to certain restrictions. 3   All other portable
communication devices are prohibited, including cellular telephones, wireless pagers, “blackberries,” or other
similar communication devices.
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In the context of the options migration, NYSE and NYSE Amex Members, including equity Floor Brokers and
Registered Competitive Market Makers (“RCMMs”), are prohibited from using any wireless devices on the
Options Trading Floor, including Exchange issued Portable Telephones.

Note that any one who uses an Exchange Issued Device will have duplicate phone records sent to NYSE.

Supervision

Member organizations are reminded they must have adequate written policies, procedures, and supervisory
controls reasonably designed to detect and deter potential violations of the prohibitions described in this
Memorandum. Failure to have adequate written policies and procedures in place or to have an adequate
supervisory system in place may result in disciplinary action.

Additional Information

NYSE and NYSE Amex members may consult Information Memorandum 09-09, dated February 27, 2009,
relating Question and Answers regarding the use of wireless trading devices and portable telephones.

NYSE Amex Options trading permit holders should consult NYSE Amex Options Regulatory Information
Bulletin RBO-AMEX-09-03 for additional information regarding the use of Wireless Trading Devices and
Portable Telephones on the Amex Options Trading Floor.

NYSE Regulation Staff Contacts

Questions concerning this Member Education Bulletin should be addressed to:

• Patricia Bergholc, Director, On Floor Surveillance Unit, at (212) 656-4948, or
• Jack Macken, Senior Special Counsel, Market Surveillance, at (212) 656-2453

___________________________

John F. Malitzis

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Currently, there is a pending rule change to change the name of NYSE Alternext to NYSE Amex.
2  Subject to restriction, DMMs may maintain at their posts telephone lines and wired or wireless devices

that are registered with the Exchange (see Rule 36.30). The use of all other portable or wireless
communication devices on the Floor by DMMs is prohibited.

3  See, e.g., Rules 36.20 - .21. All members and member firm employees who use an Exchange authorized
and provided portable phone must execute a written acknowledgement as to the usage of the phone
and authorizing the Exchange to receive data and records related to incoming and outgoing calls. See
NYSE Information Memos 08-40 (August 14, 2008) and 08-41 (August 14, 2008) (concerning the use of
Exchange authorized and provided portable phones on the Floor).
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February 27, 2009

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: FREQUENTLY ASKED QUESTIONS RELATED TO LIMITATIONS ON THE USE OF CERTAIN
WIRELESS TRADING DEVICES, INCLUDING HANDHELD TRADING DEVICES, AND PORTABLE
TELEPHONES IN ANTICIPATION OF THE MIGRATION OF NYSE AMEX OPTIONS TO 11 WALL STREET
ON MARCH 2, 2009

Wireless Trading Devices, Including Handheld Trading Devices

1. Question: Can an NYSE Amex Options trading permit holder use or possess an options wireless trading
device, including handheld devices, on the equities trading floor?

Answer: No. Options wireless trading devices, including handheld devices, may not leave the options
floor.

2. Question: Can an NYSE Equities and/or NYSE Amex Equities 1   member or employee of a member
organization use or possess an equities wireless trading device, including handheld devices, on the options
trading floor?

3.

Answer: No.

Cell Phones - Equities

4. Question: Can an equities floor broker or Registered Competitive Market Maker (“RCMM”) use an
Exchange authorized and provided portable phone on the equities trading floor?

Answer: Yes, when used in accordance with the terms of NYSE and NYSE Amex Equities Rule 36
(“collectively Rule 36”).

5. Question: Can an equities floor broker or an equities Registered Competitive Market Maker (“RCMM”) use
an Exchange authorized and provided portable phone on the options trading floor?

Answer: No.

6. Question: Can an equities Designated Market Maker (“DMM”) use any portable phone on the equities
trading floor or options trading floor, whether or not Exchange authorized and provided?

Answer: No. DMMs may not use portable phones on either trading floor.

Cell Phones - Options

7. Question: Can an NYSE Amex Options ATP holder use any portable phone on the equities trading floor?

Answer: No, even if it is an NYSE Amex Options authorized and provided portable phone.

8. Question: Can an options floor broker use a NYSE Amex Options approved portable phone on the options
trading floor?

Answer: Yes, when used in accord with NYSE Amex Options Rule 220, Commentary .03

9. Question: What portable phones can an options floor broker use on the NYSE Amex options floor?
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Answer: Either an Exchange-issued portable phone or a personal portable phone, as long as they are
approved.

10. Question: How are NYSE Amex Options portable phones approved?

Answer: If a portable phone is Exchange-issued, the process of signing the phone out constitutes
approval. A floor broker seeking to use a portable phone that is not Exchange-issued should contact
Erich Umar at 212-656-4741 for information about the approval process. All portable phones previously
approved for use at the Amex's 86 Trinity facility will be deactivated as of the close of business on
February 27, 2009.

11. Question: Can an options floor broker use an NYSE Amex Options provided portable phone on the
options trading floor?

Answer: Yes, so long as the floor broker agrees to the terms and condition of the applicable NYSE floor
broker telephone agreement, and signs the agreement.

12. Question: If an options floor broker uses an NYSE Amex Options provided portable phone on the options
floor must it have a distinct NYSE Amex Options identifier?

Answer: Yes.

13. Question: Can an options floor broker use an NYSE Amex Options provided portable phone on the
equities trading floor?

Answer: No, even if it is an NYSE Amex Options authorized and provided phone.

14. Question: If a member has dual trading rights on NYSE Equities/NYSE Amex Equities as well as NYSE
Amex Options, can such member use one phone on both floors?

Answer: No. An NYSE Amex Options ATP holder may only use an NYSE Amex Options-authorized
telephone on the NYSE Amex Options trading floor. Similarly, an NYSE Equities/NYSE Amex Equities
member may only use an Exchange-authorized and approved telephone on the NYSE/NYSE Equities
trading floor. No single phone may be used on both floors.

15. Question: Can options phones be used outside of the NYSE Amex options floor?

Answer: Options phones may not be used on the equity trading floor, but may be used outside of the
Exchange premises.

16. Question: Can an options market maker or specialist use an NYSE Amex Options approved portable
phone on the options or equities trading floors?

Answer: No. Neither NYSE Amex Options market makers nor specialists may use portable phones on
either trading floor.

Contacts

Questions concerning this memorandum should be directed to:

Equities Related Questions:

Patricia Bergholc Director, Market Surveillance, at 212-656-4948, or

John Macken, Senior Special Counsel, Market Surveillance, at 212-656-2453,

Options Related Questions:

Jeffrey Jacobus, Director, Floor Surveillance Unit, at 212-306-1208.

___________________________

Richard Ketchum
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Chief Executive Officer

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Currently, there is a pending rule change to officially change the name of NYSE Alternext US LLC to
NYSE Amex LLC.
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   ATTENTION: COMPLIANCE AND LEGAL DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NYSE Rule 392 Reporting Obligations

NOTE: Please Show To Your Compliance Officer

I. Purpose

The purpose of this Information Memo is to remind members and member organizations acting as lead
underwriters in any offerings in NYSE or NYSE Amex listed securities, or as placement agents in any Private
Investment in Public Equities (“PIPE”) transactions in NYSE or NYSE Amex listed securities, that they must
provide notice of the offering activity to the NYSE Regulation, Inc. (“NYSE Regulation”) pursuant to NYSE
and Amex Rule 392.

II. Interpretive Guidance Regarding NYSE/NYSE Amex Rule 392

NYSE and NYSE Amex Rule 392 require members or member organizations which act as the lead
underwriter of any offering in a NYSE or NYSE Amex listed security or as a placement agent in a PIPE in a
NYSE or NYSE Amex listed security to notify NYSE Regulation of such offering and provide certain specified
information (“Reg. M Notices”).

In 2008, FINRA implemented FINRA Rule 5190, which outlines the notification requirements for offering

participants. 1   FINRA Rule 5190 took effect on December 15, 2008. Since that time, several NYSE member
and member organizations have inquired as to whether NYSE Rule 392 and NYSE Amex Rule 392 continue
to apply to offerings and PIPE transactions in NYSE and NYSE Amex listed securities. This Information
Memo reiterates the fact that the obligation of members and member organizations to report Reg. M notices
to NYSE Regulation pursuant to NYSE and Amex Rule 392 is a continuing obligation and makes clear that
NYSE and Amex Rule 392 is unaffected by FINRA Rule 5190.

The data required to be submitted as well as the format to be used in providing the information are outlined
in Rule 392 and Information Memo 97-41 (July 30, 1997). Information Memo 08-53 (October 13, 2008) and
the portion of Information Memo 08-59 (November 25, 2008) pertaining to Regulation M provide additional
guidance.

III. Staff Contacts

Questions regarding this matter should be directed to:

John Kroog, Director, NYSE Market Surveillance, (212) 656-6532, JKroog@nyx.com.

Larry O'Leary, Director, NYSE Market Surveillance, (212) 656-5615, LO'leary@nyx.com.

John Scrofani, Manager, NYSE Market Surveillance, (212) 656-4537, JScrofani@nyx.com.

___________________________

John F. Malitzis

Executive Vice President
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Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See FINRA Rule 5190 and SR-FINRA-2008-39. FINRA rules can be found at http://finra.complinet.com.
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   ATTENTION: ALL MEMBER ORGANIZATIONS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: NYSE ALTERNEXT 86 TRINITY PERMIT HOLDERS: EXPIRATION OF 86 TRINITY PERMITS
and FAQ

I. Purpose

The purpose of this Information Memo is to:

(i) Remind 86 Trinity Permit holders that all 86 Trinity Permits will be cancelled following the termination
of trading on the legacy American Stock Exchange trading systems located at 86 Trinity Place;

(ii) Answer Frequently Asked Questions about 86 Trinity Permits, NYSE Alternext equities trading
licenses, and NYSE Amex Trading Permits (“ATPs”).

II. Background

On August 19, 2008, the American Stock Exchange LLC (“Amex”), which has been renamed NYSE Alternext
US LLC (“NYSE Alternext”), issued Regulatory Notice 2008-32 concerning 86 Trinity Permits. In that
Regulatory Notice, Amex announced that as a result of the then pending acquisition of Amex by NYSE
Euronext and the related demutualization, all trading rights relating to Regular Memberships and Options
Principal Memberships (“OPMs”) existing immediately prior to the close of the acquisition would be cancelled.
In its place, temporary trading rights, including physical and electronic access to Amex's trading facilities
located at 86 Trinity Place, would be made available to individuals and organizations. This temporary trading
permit is known as the “86 Trinity Permit.”

As further described in Regulatory Notice 2008-32 and Regulatory Notice 2008-43 (Sept. 23, 2008),
individuals and organizations that were authorized to trade at Amex prior to the acquisition, including, (i)
owners, lessees or nominees of Regular Memberships or OPMs; (ii) limited trading permit holders; and
(iii) associate members, were eligible to receive an 86 Trinity Permit. In addition, as products then listed
and traded on Amex before the acquisition were relocated to NYSE Euronext trading systems and facilities
(“NYSE Alternext Trading Systems”), the trading rights associated with the 86 Trinity Permit would cease with
respect to such products.

Equities Relocation

On December 1, 2008, trading in NYSE Alternext-listed equities was relocated to NYSE Alternext Trading
Systems. Accordingly, as of December 1, 2008, 86 Trinity Permit holders no longer have any trading rights
with respect to NYSE Alternext-listed equities products. An NYSE Alternext equities trading license is now
required to trade NYSE Alternext-listed equities products that have relocated to NYSE Alternext Trading

Systems located at 11 Wall Street. 1   All 86 Trinity Permit holders were provided an application for an

equities trading license. 2 

86 Trinity Permit holders that apply for an NYSE Alternext equities trading license before the options
relocation date (see below) and that were not already NYSE member organizations are also deemed
approved for an NYSE trading license, which grants rights to trade NYSE-listed securities. However, as
required by the SEC, that approval is conditioned upon the 86 Trinity Permit holder meeting the requirements
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of NYSE Alternext Rules 2, 300-313 - Equities (the “NYSE Alternext Equities Member Organization Rules”),
within six months of receiving the NYSE Alternext equities trading license. Such conditional approval as an
NYSE member organization is available only for those NYSE Alternext member organizations that applied for
an equities trading license while holding an 86 Trinity Permit, i.e., before the options relocation date.

In addition, at this time, to be eligible to be waived in for an NYSE Alternext equities trading license (and also
an NYSE trading license), an 86 Trinity Permit holder must also be a FINRA member. For those 86 Trinity
Permit holders that are not currently a FINRA member, but are seeking to do a Floor-based equities business
(e.g., Floor broker or DMM), the 86 Trinity Permit holder may be eligible to waive into FINRA membership
pursuant to FINRA Interpretive Material (IM) 1013-2. 86 Trinity Permit holders seeking electronic access to
NYSE Alternext equities are not eligible for the FINRA IM 1013-2 waive-in process. However, an 86 Trinity
Permit holder that is not currently an NYSE or FINRA member and is seeking electronic access is eligible
to apply for an equities trading license up to the options relocation date. If such equities trading license
application is received before the options relocation date, such application will be held in abeyance pending
resolution of FINRA membership issues. While an equities trading license will not be issued without FINRA
membership, if FINRA membership issues are resolved within six months of the options relocation date,
such former 86 Trinity Permit holders will be permitted to waive in as an NYSE member organization without
having to apply as a new member organization.

Options Relocation

The relocation of NYSE Amex options trading is scheduled for March 2, 2009 (“options relocation date”).
All 86 Trinity Permit holders were provided an ATP Conversion Form to obtain the ATP, which is a waive-in
process for 86 Trinity Permit holders to obtain rights to trade options that will be relocated to NYSE Alternext

Trading Systems located at 11 Wall Street. 3   After the relocation of NYSE Amex options to NYSE Alternext
Trading Systems, a former 86 Trinity Permit Holder will need to complete an ATP Form to obtain trading
rights with respect to NYSE Amex options.

Cancellation of Trading Rights After Options Relocation

As of the options relocation, all 86 Trinity Permits will be cancelled. Please note that the trigger for the 86
Trinity Permit cancellation and the concomitant waive-in periods for an equity trading license or ATP is the
actual options relocation date. If the currently scheduled options relocation date changes, the 86 Trinity
Permit will be cancelled on the new date. If an 86 Trinity Permit holder has not applied for an equities trading
license by the options relocation date, that person or organization will not have trading rights to trade NYSE
Alternext-listed equities (or NYSE-listed securities) after that date. Similarly, if an 86 Trinity Permit holder has
not converted the permit for an ATP by the options relocation date, that person or organization will not have
trading rights to trade NYSE Amex options after that date.

To obtain trading rights in either equities or options after the options relocation date, a former 86 Trinity
Permit holder will be required to successfully complete an ATP Form to obtain trading rights for NYSE Amex
options or an NYSE Alternext equities new member organization application to obtain trading rights for both
NYSE Alternext-listed and NYSE-listed equities.

III. Frequently Asked Questions

Q.1 My firm has completed the ATP Conversion Form to trade NYSE Amex options, but does not have an
NYSE Alternext equities trading license. Is it too late to obtain trading rights for NYSE Alternext equities?

A.1 No. In order to be eligible to be waived-in for equities trading rights on NYSE Alternext Trading Systems,
an 86 Trinity Permit holder must apply for an NYSE Alternext equities trading license before the options
relocation date. To qualify for an NYSE Alternext equities trading license, your firm must be a FINRA
member. To obtain an NYSE Alternext equities trading license application, please contact Eileen McElduff at
(212) 656-8499, or email: crs@nyx.com.
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If your firm is a FINRA member and you are seeking electronic access for NYSE Alternext equities, you may
begin trading both NYSE Alternext-listed equities and NYSE-listed securities immediately upon receipt of the
equities trading license.

If your firm conducts a Floor business and you are seeking Floor-based access, e.g., to operate as an
NYSE Alternext equities Floor broker, you will not be permitted to begin trading NYSE Alternext equities
until you complete the NYSE Alternext equities mandatory regulatory and operations training programs.
See Regulatory Notice 2008-65. Your firm must also submit written policies and procedures to FINRA for

review before you may begin trading equities on the Floor. 4   If your Floor-based firm is not already a FINRA
member, your firm may be eligible to obtain FINRA membership via FINRA's IM 1013-2 waive-in application.

Any application for an equities trading license submitted after the options relocation date will be treated as if it
were a new application for NYSE Alternext equities membership. In such case, to obtain an NYSE Alternext
equities trading license, your firm will no longer be eligible to be waived in as an NYSE member organization
and you will have to apply for NYSE membership. If your firm is not a FINRA member, you may also have to
apply for FINRA membership. Note that FINRA's IM 1013-2 waive-in application process is not available after
the options relocation date.

If an 86 Trinity Permit holder is not a FINRA member, to preserve your rights to be eligible to be waived-in for
an NYSE Alternext equities trading license, an application for such trading license must be received before
the options relocation date. The issuance of such equities trading license is conditioned on either (i) obtaining
FINRA membership within six months of the options relocation date, or (ii) a change to NYSE and NYSE
Alternext Equities rules concerning the requirement of FINRA membership. See Question 2.

Q.2 My firm applied for an NYSE Alternext equities trading license for electronic-access only before the
options relocation date, but my firm is not a FINRA member, does my firm have trading rights in equities?

A.2 Not yet. Both NYSE and NYSE Alternext Equities Rule 2(b) currently require member organizations to
be a FINRA member. Pursuant to NYSE Alternext Equities Rule 300.10T, an 86 Trinity Permit holder has six
months to comply with the NYSE Alternext Equities Membership Rules, including the requirement that the
applicant be a FINRA member. Accordingly, if an 86 Trinity Permit holder that is not a FINRA member has
applied for an NYSE Alternext equities trading license before the options relocation date, such application will
be held in abeyance for six months to provide time to become a FINRA member.

Accordingly, assuming an 86 Trinity Permit holder timely applied for an equities trading license, i.e., before
the options relocation date, such equities trading license will be issued the earlier of (i) when the applicant
becomes a FINRA member, provided that is no later than six months after the options relocation date, or (ii)
the approval date of the proposed rule change to NYSE and NYSE Alternext Equities Rule 2(b), provided that
the applicant meets the requirement of the amended rule.

Q.3 My firm is an 86 Trinity Permit holder and I applied for and received an NYSE Alternext equities trading
license. Does my firm need to do anything else to maintain its equity trading license?

A.3 Yes. As noted above, the waive-in process to be approved as an NYSE Alternext member organization
and NYSE member organization is conditioned upon the applicant meeting the requirements of the NYSE
Alternext Equities Member Organization Rules within six months of receiving the NYSE Alternext equities
trading license.

The NYSE Alternext Equities Member Organization Rules are substantially similar to the former Amex rules
that governed Regular Members and OPMs, except for one difference with respect to member organizations
organized as corporations, as described below. Accordingly, except for one requirement in NYSE Alternext
Rule 313.20-Equities, NYSE Alternext equities member organizations are deemed to have satisfied the NYSE
Alternext Equities Member Organization Rules.

All NYSE Alternext equities member organizations that (i) were not previously an NYSE member
organization; (ii) are a corporation, including an LLC; and (iii) have an NYSE Alternext equities trading license
should note that they must comply with NYSE Alternext Rule 313.20 within six months of obtaining their
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equity trading license. Specifically, such firms must submit an opinion of counsel in form and substance
satisfactory to the Exchange stating that its stock is validly issued and outstanding and that the provisions
required by the Exchange on the transfer, issuance, conversion, and redemption of its stock have been made
legally effective.

Please submit such opinions of counsel to: crs@nyx.com. If a member organization corporation fails to submit
such opinion of counsel, NYSE Alternext reserves the right to commence proceedings to terminate such
member organization's membership.

Q.4 My firm has an 86 Trinity Permit and received an NYSE Alternext equities trading license. We are
interested in trading options, but do not want to apply for an ATP yet. Can we use the conversion application
after the options relocation?

A.4 No. Because the 86 Trinity Permit will be cancelled after options relocate to NYSE Alternext Trading
Systems, your firm will not have the necessary trading rights to convert into an ATP. To obtain an ATP after
the options relocation, your firm will have to complete the full ATP application (ATP Form).

Q.5 My firm has an 86 Trinity Permit and will be trading NYSE Amex options with an ATP. We are interested
in trading equities, but do not want to apply for an equities trading license yet. After the options relocation, will
my firm be deemed approved as an NYSE Alternext equities member organization and thus eligible for an
equities trading license?

A.5 No. To be deemed approved as an NYSE member organization, a firm must have had a valid 86 Trinity
Permit at the time it applied for an equities trading license. If an ATP holder does not apply for an equities
trading license during the period that the 86 Trinity Permit is still valid, such ATP holder will not be deemed to
have met the requirements of the NYSE Alternext Equities Membership Rules and the corresponding NYSE
Rules. After the options relocation, to obtain an equities trading license, an ATP holder must successfully
complete the regular application process for approval as an NYSE and NYSE Alternext equities member
organization.

Q.6 My firm was an Amex associate member and we do not want either an ATP or equities trading license at
this time. Are we approved for an ATP or an equities trading license after the options relocation date?

A.6 No. After the options relocation date, an 86 Trinity Permit holder that has not obtained an ATP or equities
trading license will have to successfully complete the ATP Form or NYSE Alternext member organization
application to be eligible to conduct any NYSE Alternext trading. See Questions 4 and 5.

V. Staff Contacts

Questions regarding applying for an NYSE Alternext equities trading license may be directed to:

Eileen McElduff, at (212) 656-8499

Michelle Liguori, at (212) 656-5388

Questions regarding applying for an NYSE Amex ATP or NYSE membership may be directed to:

1 (888) 689-7739 (option 3) or crs@nyx.com

Questions regarding general membership issues may be directed to:

Clare Saperstein, Managing Director, NYSE Regulation, Inc. (212) 656-2355

___________________________

Claudia Crowley

Chief Regulatory Officer

NYSE Alternext US
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Footnotes

1  Exchange Traded Funds ("ETFs") and other structured products formerly listed on Amex have been
transferred to NYSE Arca. 86 Trinity Permit holders do not have any rights to trade such former Amex-
listed ETFs and other structured products now that they are listed on NYSE Arca. To trade such
products, former Amex members must obtain an NYSE Arca Equity Trading Permit ("ETP").

2  See Memo to NYSE Alternext member organizations from Eileen McElduff, dated October 24, 2008.
All 86 Trinity Permit holders were asked to complete Form 1. NYSE Alternext member organizations
seeking an equities trading license, for either Floor-based or electronic access, were required to submit
Form 2. NYSE Alternext member organizations seeking a Floor-based equities presence were required
to submit Form 3.

3  See Email to 86 Trinity Permit holders dated December 1, 2008.
4  For information and details about the regulatory prerequisites to relocating a Floor-based equities trading

business to NYSE Alternext Trading Systems located at 11 Wall Street, see Amex Regulatory Notices
2008-28 (July 31, 2008), 2008-38 (Sept. 19, 2008), 2008-46 (Oct. 1, 2008), and 2008-60 (Nov. 25,
2008).
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February 20, 2009

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Elimination of the FESC Drop Copy Application

I. Purpose

The purpose of this Information Memo is to advise members and member organizations that effective
February 27, 2009, the FESC Drop Copy Application will be decommissioned. Accordingly, all members and
member organizations will be required to ensure applicable order information is entered into an NYSE order
management system (i.e., NYSE BBSS ®, NYSE e-Broker ™) before representing an order on the Floor.

II. Elimination of FESC Drop Copy Application

NYSE and NYSE Amex Equities Rules 123(e) require that Floor members submit order information into the
Front End System Capture (“FESC”) database before the orders are represented on the Floor. Rule 123(f)
also requires all reports of executions related to such orders be reported through FESC. Additionally, the Rule
requires specific data elements be recorded when an order is entered, and the related execution is reported.

Historically, members that at one time used their own proprietary system to receive or enter orders on the
Floor were required to meet Rules 123(e) and 123(f) requirements via the FESC drop copy service. Currently,
all members route orders through an NYSE order management system rendering the FESC Drop Copy
Application obsolete. Elimination of the FESC Drop Copy Application does not eliminate members' duty to
comply with the FESC requirements.

All orders and executions that are entered into the NYSE order management systems (i.e., NYSE BBSS®,
NYSE e-Broker ™) are automatically captured into FESC. These NYSE order management systems do not
interface with the Drop Copy Application when reporting orders or executions for FESC compliance purposes,
and will not be affected by the elimination of the Drop Copy Application.

As stated above, elimination of the Drop Copy Application does not alleviate any member or member
organization from their obligation to comply with the requirements set forth under Rule 123. For example,
before a member represents an order on the NYSE Trading Floor that was communicated to the member
electronically or by any other means, the member must ensure:

- The order was properly entered in to the NYSE order management systems;

- All relevant order instructions are depicted accurately.

III. Contacts

Regulatory questions regarding this Memorandum should be addressed to: Michael Matejczyk, Director,
Division of Market Surveillance at (212) 656-4854, or Jack Macken, Senior Special Counsel, Division of
Market Surveillance, at (212) 656-2453

Questions that are not time sensitive may also be submitted to Ask Market Surveillance. General questions
concerning the FESC reporting may also be directed to the On-Floor Surveillance Unit via the White Phone or
in person at their OFSU Booth on the Floor

___________________________

John F. Malitzis
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February 4, 2009

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO NYSE RULE AND NYSE ALTERNEXT EQUITIES RULES 116 (“STOP”
CONSTITUTES GUARANTEE) AND 123C (MARKET ON THE CLOSE POLICY AND EXPIRATION
PROCEDURES)

The purpose of this Information Memo is to advise members and member organizations that effective
February 6, 2009, the New York Stock Exchange LLC (“NYSE”) and NYSE Alternext U.S. will report a single
closing print to the Consolidated Tape for each of its respective securities pursuant to amendments to NYSE
and NYSE Alternext Equities Rules 116 (“Stop” Constitutes Guarantee) and 123C (Market On The Close
Policy And Expiration Procedures).

I. BACKGROUND

Rules 116.40 and 123C prescribe, among other things, the procedures for the entry and execution of market
at-the-close (“MOC”) and limit at-the-close (“LOC”) orders and the determination of the closing print(s) to be
reported to the Consolidated Tape for each security at the close of trading on the NYSE and NYSE Alternext
exchanges.

Currently, at the close of trading, where there is an imbalance (i.e. more orders to buy than sell or vice versa),
the shares constituting the imbalance are executed against the offer (in the case of a buy imbalance) or the
bid (in the case of a sell imbalance). This transaction is reflected in the first closing print from the NYSE to the
Consolidated Tape for the particular security. The DMM then pairs off the remaining MOC and marketable
LOC buy and sell orders against each other at the price at which the imbalanced shares were executed. This
“pair off” transaction is reported as a second closing print from the NYSE to the Consolidated Tape. If there is
no imbalance, the aggregate buy and sell MOC and marketable LOC orders are paired off at the price of the
last sale of the subject security on the Exchange prior to the close of trading in the security. This transaction
is reported to the Consolidated Tape in a single closing print.

Multiple closing prints have been used to provide information about share imbalances that impacted the
closing price of securities. Currently, pursuant to Rule 123C, both exchanges disseminate a data feed of real-
time order imbalances (“Order Imbalance Information”) that accumulate prior to the close of trading. This
data feed begins at 3:40 pm and is disseminated every 15 seconds from 3:40 pm to 3:50 pm, and every five
seconds thereafter until 4:00 pm. Order Imbalance Information achieves the goal of providing real time detail
and transparency and it has been determined that multiple prints on the close are no longer necessary.

Moreover, the exchanges believed that it was necessary to reduce the manual processing required of the
DMM to continue providing timely closing of securities. The exchanges therefore amended Rules 116.40 and
123C to create a single closing print to be reported to the Consolidated Tape for each security.

II. AMENDMENTS TO CLOSING PRINT

Pursuant to the amended rules, the closing print will occur as described in the example below.

Example:

The DMM for stock XYZ has determined that the closing price in the stock will be $30.25. The last sale
price on the Exchange was $30.00. The DMM has 6,000,000 shares of MOC and marketable LOC
buy orders up to a price of $30.25. On the sell side, there are 5,000,000 MOC and marketable LOC
sell orders down to a price of $30.24. The DMM pairs 5,000,000 shares of MOC and marketable LOC

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

799

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P09-5%2909013e2c855b3cdc?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


buy orders against the 5,000,000 shares of MOC and marketable LOC sell orders at a price of $30.25,
leaving an imbalance of 1,000,000 shares on the buy side. On the Display Book, the DMM has 700,000
shares of limit sell orders at various prices marketable up to a price of $30.25, and there is also Crowd
interest of 300,000 shares at that price. The DMM will use the 700,000 shares of limit sell orders on the
Display Book and 300,000 shares of Crowd interest to offset the remaining 1,000,000 shares of MOC
and marketable buy LOC imbalance.

The DMM will continue to arrange the closing transaction as set forth in Rules 123C(3) and 116.40;
however, rather than reporting two separate closing prints to the Consolidated Tape, a single closing
print reflecting the execution of 6,000,000 shares at $30.25 would be reported. The 6,000,000 share
volume in the single print close includes: 1) the 1,000,000 share buy order imbalance; and 2) the
5,000,000 shares of MOC and marketable LOC buy and sell orders that were paired off.

Please be reminded that the data feed containing the Order Imbalance Information is solely for information
purposes and is in addition to the mandatory MOC/LOC imbalance publication pursuant to Rule 123C(5) at
3:40 p.m. and 3:50 p.m. Offsetting interest may be submitted only in response to mandatory imbalance
information published pursuant to 123C(5).

The consolidation of the prints, effective as of February 6, 2009, will reduce the amount of manual
information to be reported by the DMM thus increasing the speed and efficiency of the closing process
ultimately improving the quality of both markets with timelier reporting of closing transactions.

III. Training

Mandatory training sessions for all DMMs and Trading Assistants will begin on Thursday, February 5, 2009
and must be completed no later than Friday, February 13, 2009. NYSE Market Operations staff will contact
each DMM firm to arrange scheduling for the firm's DMMs and Trading Assistants. All training will take place
on the Trading Floor and will take approximately 10-15 minutes to complete.

IV. STAFF CONTACTS

Questions regarding the mandatory training described in this Information Memo should be directed to:

Camille Fredrickson, NYSE Operations, at (212) 656-5390

Questions regarding the operational procedures described in this Information Memo should be directed to:

Paul Bauccio, Vice President, Operations, at (212) 656-2929 Dennis Pallotta, Director, Operations, at (212)
656-5236.

Regulatory questions regarding this Memorandum should be addressed to:

Deanna Logan, NYSE Regulation, Inc., Office of General Counsel, at (212) 656-2389.

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
booth in the Garage. Questions that are not time sensitive may also be submitted to Ask Market Surveillance.
(For information about the Ask Market Surveillance System, refer to Member Education Bulletin 2006-3,
which was issued on January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

Richard Ketchum

Chief Executive Officer

Copyright 2019, NYSE Group, Inc. All rights reserved.
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January 30, 2009

   TO: ALL NYSE ALTERNEXT US MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AUDIO AND VIDEO RECORDING ON THE TRADING FLOOR

The purpose of this memo is to remind NYSE Alternext US members and member organizations conducting
an equities Trading Floor based business that NYSE Regulation employs audio and video surveillance of
activities on the Trading Floor. NYSE Regulation staff review and monitor these recordings regularly, and may
recommend formal or informal disciplinary action if they observe conduct that violates applicable laws, trading
rules, or the Floor Conduct and Safety Guidelines.

Such surveillances will be utilized at various equities Designated Market Maker (“DMM”) posts on a routine
basis. It is anticipated that the audio and video equipment will be rotated among the various NYSE Alternext
US DMM posts periodically. The fact that the equipment is located at a particular DMM post does not mean
that NYSE Regulation staff has determined that such DMM has engaged in any violative activity.

Members, member organizations and their employees are accordingly reminded that persons entering the
Trading Floor cannot and should not reasonably expect their communications to remain private, and will be
deemed to have consented to the recording of their communications. Members and member organizations
are responsible for alerting their employees who are on the Trading Floor, as well as any vendors
and/or guests they bring to the Trading Floor, of the provisions of this Information Memo and the fact
that their communications may be recorded. All persons who enter the Trading Floor are deemed to
understand that their communications on the Trading Floor may be recorded and to have consented
to such recording.

Please note that anyone tampering with or disabling the audio/video recording equipment, or otherwise
interfering with the surveillance, may be subject to formal disciplinary action.

Questions regarding this Information Memo should be directed to:

Patricia Bergholc, NYSE Regulation, Inc., Market Surveillance, at (212) 656-4948.

Michael Fryer, NYSE Regulation, Inc. Market Surveillance, at (212) 656-4656.

___________________________

Claudia Crowley

Chief Regulatory Officer

NYSE Alternext US
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January 29, 2009

   ATTENTION: HEADS OF EQUITY TRADING DESKS AND CHIEF COMPLIANCE OFFICERS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: LAUNCH OF NEW YORK BLOCK EXCHANGE TRADING FACILITY

The purpose of this Information Memo is to advise members and member organizations that the New York
Stock Exchange LLC (“NYSE”) has established the New York Block ExchangeSM (“NYBX” or the “Facility”),
an electronic facility of the Exchange, to provide for the continuous matching and execution of securities
listed on the NYSE of non-displayed orders of the Facility with the aggregate of displayed and non-displayed
(i.e., “reserve”) orders of the NYSE Display Book(r) (“DBK”) while also considering protected quotations of
all automated trading centers as provided in Regulation NMS under the Securities Exchange Act of 1934.
NYBX is a joint venture between the NYSE and BIDS Holdings L.P. In connection with the establishment and
operation of NYBX, the Exchange has adopted new Rule 1600 (New York Block ExchangeSM) and amended

several other rules. The operation of NYBX, Rule 1600 and the amended rules are discussed herein. 1 

I. Background

The NYBX Facility will provide customers with the ability to aggregate multiple sources of liquidity to facilitate
trading in block-sized orders. This electronic, anonymous trading facility will also allow customers to execute
smaller orders and have quick access to multiple price points of displayed liquidity to meet size and price
execution requirements. NYBX allows for the interaction of non-displayed orders of the Facility with the
aggregate of displayed and nondisplayed orders of DBK and considers protected quotations of all automated
trading centers in compliance with Regulation NMS. The Facility will trade only securities listed on the NYSE
(Tape A eligible securities).

NYBX orders will not effect an execution except as permitted by Rule 611 (Regulation NMS). Thus, NYBX
orders will not trade-through a Protected Bid or Protected Offer, as those terms are defined in Rule 600
under Regulation NMS, except as allowed in Regulation NMS. If the execution of an NYBX order would trade
through an automated trading center, the NYBX Facility will send routing instructions to the NYSE Routing

Broker 2   (“Routing Broker”) and the Routing Broker will route the applicable volume (e.g., the price and size
of the displayed quotation) to the automated trading centers to attempt to execute with applicable protected
quotations. The Routing Broker will also send applicable marketable orders from the NYBX Facility to the
DBK to attempt to execute with contra side interest in the DBK's depth of book. The routing of orders from the
NYBX Facility to automated trading centers, via the Routing Broker, occurs almost simultaneously with the
sending of orders from the NYBX Facility to the DBK.

Trading in the NYBX Facility will occur during regular trading hours of the Exchange (9:30 a.m. Eastern Time
(“ET”) to 4:00 p.m. ET). On those days that the Exchange closes for business at times other than 4:00 p.m.,
the NYBX will close at those times as announced by the Exchange. NYBX orders to buy or sell securities
will not be available for trading until such securities have opened on the Exchange. NYBX orders will not
participate in the opening, closing trades or in any trades resulting from re-openings, a liquidity replenishment
point (see Rule 1000) or a gap quote situation.

Orders that originate in the NYBX Facility and execute on the DBK will print regular way as NYSE prints (“N”)
pursuant to the Consolidated Tape Association Plan (“CTA” Plan”) through the NYSE. Executions that occur
solely within the NYBX Facility (“NYBX only trades”) will also be printed pursuant to the CTA Plan, but will
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print with a modifier that will identify the execution as being outside the Display Book. Such trades will print to

Tape A. 3 

II. NYBX Impact on Certain Exchange Rules

Because executions that occur solely within the NYBX Facility will be printed with a different print modifier
than those executions that occur in the DBK, such executions will not be counted for certain NYSE order
processing purposes. Thus, Exchange systems will not include NYBX only trades when calculating trades
that trigger the following DBK executions: 1) pre-opening indications; 2) last sale trades; 3) odd lot trades; 4)
Designated Market Maker (“DMMs”) obligations to re-enter the market; and 5) stop orders. As a result, the
Exchange has amended several rules that could be impacted by such executions to specifically note that
executions within the NYBX Facility will not have an impact on the operation of these rules. By amending
these affected NYSE rules, the Exchange is alerting market participants to the fact that certain NYSE rules
that apply to trades that occur on the DBK will not apply to trades that occur solely within the NYBX Facility.
The affected rules are:

Rule 13 (Definitions) “Sell “Plus” - Buy “Minus” Order” and “Stop Order”

Rule 15 (“Pre-Opening Indications”)

Rule 79A.15 and.20 (“Miscellaneous Requirements on Stock Market Procedures”)

Rule 100 (“Round -Lot Transactions of Odd-Lot Dealer or Broker Affecting Odd-Lot Orders”)

Rule 104T (“Dealings by DMMs”)

Rule 104 (“Dealings and Responsibilities of DMMs”)

Rule 107A (“Registered Competitive Market-Makers”)

Rule 110 (“Competitive Traders”)

Rule 116 (“Stop” Constitutes Guarantee”)

Rule 123A (“Miscellaneous Requirements”)

Rule 123B (“Exchange Automated Order Routing System”)

Rule 123C (“Market On The Close Policy And Expiration Procedures”)

Rule 123D (“Openings and Halts in Trading”)

Rule 124 (“Odd-Lot Orders”)

Rule 1000 (“Automatic Execution of Limit Orders Against Order Reflected in NYSE Published

Quotation”) 4 

II. Operation of the NYBX Facility

Trading in the NYBX Facility will take place only when trading on the Exchange is occurring. As provided
in Rule 1600(b)(2)(H) (“Applicability and Definitions”) an NYBX “User” means any member or member
organization, Sponsoring Member Organization, Sponsored Participant and Authorized Trader that is
authorized to access the NYBX Facility. A member or member organization that accesses the NYBX
Facility may enter orders on its own behalf or for the account of a customer. All NYSE members, member
organizations, Sponsoring Member Organizations and their Sponsored Participants and Authorized Traders
of Sponsored Participants are automatically eligible for access to NYBX. A non-member who wishes to trade
securities on the NYBX Facility may do so as a “Sponsored Participant” pursuant to Rule 123B. But before

access is granted to NYBX Users, all Users must go through a connectivity authorization process. 5 

Entry of New York Block Exchange Orders
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NYBX Users will transmit their orders by means of an electronic interface. NYBX Users may enter, cancel and
replace orders beginning at 3:30 a.m. ET until the close of the regular hours of the Exchange on any day that
the Exchange is open for business. All orders must be available for automatic execution. It should be noted
that orders entered into the NYBX Facility are not displayed to NYSE members nor displayed to the public

through NYSE OpenBook ®. 6 

The NYBX Facility will send orders from the NYBX Facility to the DBK, via the Routing Broker, for execution
when there is applicable marketable interest in the DBK. NYBX orders that are routed to the DBK will be
subject to the provisions of Exchange Rule 72 (Priority of Bids and Offers and Allocation of Executions). It
should be noted that orders in the DBK, whether displayed or not displayed, have priority over orders in the
Facility at the same price.

New York Block Exchange Orders

The NYBX Facility will accept and execute limit orders and NYBX pegging orders. All orders when initially
submitted must have a minimum size of one round lot. Market orders will not be accepted in the NYBX
Facility. NYBX time in force orders include “day orders” and “Good til Specified Time orders.” Orders
accepted into the Facility are prioritized first by price and then time. The NYBX Facility order types are
described below:

1. A “New York Block Exchange National Best Bid and Best Offer (“NBBO”) 7   Pegging order” or “NBBO
pegging order” is an order with an instruction to peg to the NBBO. The order may include an instruction to peg
to the NBBO plus or minus the Exchange's minimum price variation (“MPV”) as defined in Exchange Rule 62.
The NBBO pegging order is an umbrella category for other types of pegging orders that may be entered into
the Facility, which include the following:

a. A “New York Block Exchange Midpoint Pegging Order” or “midpoint pegging order,” is an order with
an instruction to execute it at the midpoint of the NBBO. This type of pegging order will not provide
for an instruction to peg to the midpoint of the NBBO plus or minus the Exchange's MPV, which is
available for the other NYBX pegging orders.

b. A “New York Block Exchange Primary Pegging Order” or “primary pegging order” is an order that is
pegged to buy at the national best bid (“NBB”) or sell at the national best offer (“NBO”). The order may
include an instruction to peg to the NBB or the NBO plus or minus the Exchange's MPV.

c. A “New York Block Exchange Market Pegging Order” or “market pegging order” is a market order
that is pegged to buy at the national best offer (“NBO”) or sell at the national best bid (“NBB”) plus or
minus the Exchange's MPV.

2. A “New York Block Exchange Day Order” or “day order” is an order that if not executed, expires at the end
of the regular trading session on the day on which it was entered. If the order is not executed by the end of
the regular trading session, the order or the portion thereof not executed will be cancelled back to the User
on the same day such order was entered. On any business day the Exchange is scheduled to close at a time
other than 4:00 p.m. ET, a day order will expire on the day it was entered at the specified closing time as
determined and announced by the Exchange.

3. A “New York Block Exchange Good til a Specified Time” order or “GTT” order is an order that is available
for trading until the specified time, after which such order or the portion thereof not executed will be cancelled
back to the User.

NYBX Order Parameters

Required Order Parameters:
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All NYBX orders must contain the following User-directed parameters: 1) symbol; 2) limit price: 3) side of the
market (e.g., buy, sell or sell short) and 4) size of the order. If a User fails to enter any of the required order
parameters in a NYBX order, the order will be rejected. NYBX optional order parameters are described below.

Optional Order Parameters:

Time in Force Condition: A User may designate an optional time in force condition for each NYBX order. If a
User fails to designate a time-in-force condition for a NYBX order, the order will be treated as a day order and
if not executed, will expire and be cancelled back to the User at the end of the regular trading session on the
day on which it was entered.

Minimum Triggering Volume Quantity (“MTV”): The MTV is an optional User-directed order parameter
designating a minimum amount of shares against which an order will attempt to execute if there is sufficient
contra side liquidity available in the NYBX Facility's depth of book, the DBK's depth of book (all displayed
and non-displayed orders) and, if not optionally restricted as described below, the protected quotations of
automated trading centers in securities listed on the NYSE at a price better than the order's limit price. No
execution of an NYBX order will be attempted if the MTV of the order is not met. However, an NYBX order
may attempt to execute if the execution size is less than the MTV provided the MTV was met at the time the
order was evaluated for execution.

If a User does not enter an MTV designation for an order, the order will be treated as if there is no MTV and
will attempt to match and execute with any available contra side liquidity at the order's limit price or better. It
is important to note that an NYBX order will not be routed to an automated trading center for execution with
a protected quotation unless the NYBX order would execute against the NYBX Facility's depth of book or the
DBK's depth of book at a price that would trade through the protected quotation.

Optional Restriction of MTV Calculation

In addition to choosing the MTV calculation to include the contra side liquidity of the NYBX depth of book, the
DBK depth of book and protected quotations of all automated trading centers to determine if the MTV of an
order can be met, the User may also opt to restrict the MTV calculation of an order to include only the contra
side liquidity of the NYBX Facility's depth of book and the DBK's depth of book. Thus, the restricted MTV
calculation will not consider the protected quotations of automated trading centers. Regardless of whether
an order has a restricted MTV calculation, the NYBX Facility will always route applicable NYBX orders to
automated trading centers to attempt to execute with protected quotations in compliance with Rule 611 of
Regulation NMS.

Order Processing and Order Execution Sequence

When an order is entered into the NYBX Facility with an MTV designation, the Facility will evaluate the
order and the available liquidity in the NYBX Facility's depth of book, the DBK's depth of book and protected
quotations of all automated trading centers to determine if the entering order is marketable at the order's
limit price or better. As discussed earlier, an NYBX order will not be routed to an automated trading center
for execution with a protected quotation unless the NYBX order would execute against the NYBX Facility's
depth of book or the DBK's depth of book at a price that would trade through the protected quotation. Thus,
in making this determination, the Facility will honor all User-directed parameters, including the optional MTV
designation and the MTV restriction, if any, and time in force conditions. After the NYBX Facility evaluates the
NYBX order and the NYBX Facility's depth of book, the DBK's depth of book and the protected quotations of
all automated trading centers, the Facility will attempt to execute the orders in the sequence described below.

1. An NYBX order, with or without an MTV, will first attempt to execute with available contra side liquidity
on the DBK at the order's limit price or better. No execution of any NYBX order will be attempted unless the
MTV of the order, if any, can be met. For all NYBX orders, if liquidity is available on the DBK with a price that
is equal to or better than the price in the NYBX Facility, the order will be sent from the NYBX Facility to the
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DBK, via the Routing Broker, and will attempt to execute in the DBK until the order is exhausted, expired or
cancelled back to the User pursuant to time in force conditions or until all applicable marketable liquidity in the
DBK is exhausted. If, however, the NYBX Facility has available contra side liquidity at a better price than the
price quoted on the DBK, the order will attempt to execute in the NYBX Facility until it is exhausted, expired
or cancelled back to the User pursuant to time in force conditions or until the marketable liquidity in the NYBX
Facility is exhausted.

If the order executes against interest on the DBK, but is not exhausted, the unfilled portion of the order
(the “residual order”) will be sent back to the NYBX Facility where it will attempt to execute with marketable
incoming contra side liquidity in the NYBX Facility's depth of book and the DBK's depth of book until the
order is exhausted, expired or is cancelled back to the User pursuant to time in force conditions or until
the applicable marketable contra side liquidity is exhausted. As discussed previously, if an NYBX residual
order would execute with marketable incoming contra side liquidity in the NYBX Facility's depth of book or
the DBK's depth of book at a price worse than one or more protected quotations, the applicable volume will
attempt to execute with protected quotations of automated trading centers pursuant to Regulation NMS

Like all NYBX orders, the NYBX residual order will maintain its original time stamp unless the order is
modified by the User. Thus, if an NYBX order is modified in any respect by the User (i.e., price, size, side,
MTV or time in force condition) the order will lose its original price/time priority and time stamp and go behind
other orders in the queue. If a pegging order is entered into the NYBX Facility, the Facility will automatically
re-price the order when the NBBO changes and the pegging order will lose its original price/time priority and
time stamp and will go behind other orders in the queue. For example, if a pegging order for $10 is entered
into the Facility and the NBBO changes from $10 to $11, the Facility will automatically modify the order to be
$11. Thereafter, if a non-pegging order for $10 is entered into the Facility and the NBBO goes down to $10,
the non-pegging order will execute before the pegging order. This result occurs because the Facility honored
the pegging parameter of the original order which in turn required the Facility to modify the original pegging
order causing such order to be treated as a newly entered order thus placing the pegging order behind the
non-pegging order in the queue.

If the residual order is of greater size than the original MTV of the order, the original MTV will remain on the
order. If the residual order is of lesser size than the original MTV of the order, the Facility will modify the MTV
to equal the size of the residual order, and will send the residual order back to the NYBX Facility where it
will attempt to execute with marketable incoming contra side liquidity. The residual order will not attempt to
execute with other available liquidity at the order's limit price or better unless the modified MTV can be met.
The NYBX residual order will continue to attempt to execute with applicable marketable contra side liquidity in
the same sequence described above.

2. If there is no available contra side liquidity in the DBK's depth of book, the NYBX order will attempt to
execute with available contra side liquidity in the NYBX Facility at the order's limit price or better. If the
order has an MTV, the MTV must be met by the contra side interest in the NYBX Facility and, optionally,
the protected quotations, before an execution can be attempted. If marketable liquidity is available in the
NYBX Facility, the order will attempt to execute in the NYBX Facility until the order is exhausted or until the
marketable liquidity in the Facility is exhausted. If the order is not exhausted and the order had an MTV, the
Facility will modify the MTV to equal the size of the residual order provided the size of the residual order is
less than the size of the original MTV. The order will attempt to execute with marketable incoming contra
side liquidity in the NYBX Facility's depth of book and the DBK's depth of book until the order is exhausted,
expired or is cancelled back to the User pursuant to time in force conditions or until all applicable marketable
liquidity is exhausted.

3. An NYBX order will only trade against an automated trading center if an execution of that order in the
NYBX Facility's depth of book or the DBK's depth of book would trade through a protected quotation.
Therefore, if an NYBX order would execute against interest in the DBK's depth of book or against interest in
the NYBX Facility's depth of book at a price that would trade through a protected quotation, the NYBX Facility
will route the applicable volume to the automated trading center and attempt to execute with such contra
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side liquidity. The order will be routed to the automated trading center via the Routing Broker, as defined in
Rule 17(c). An NYBX order will not be routed to an automated trading center for execution with a protected
quotation unless there is marketable contra side interest in the DBK's depth of book or in the NYBX Facility's
depth of book.

If the routed NYBX order is not exhausted, the residual order will be sent back to the NYBX Facility where
it will attempt to execute with marketable incoming contra side liquidity in the NYBX Facility's depth of book
and the DBK's depth of book until the order is exhausted, expired or is cancelled back to the User pursuant to
time in force conditions or until all applicable marketable liquidity is exhausted.

Re-Processing of Residual Orders:

NYBX residual orders will attempt to execute with new applicable liquidity in the same sequence as described
above. NYBX residual orders will retain their original time stamp throughout the regular trading day unless
such orders are modified by the User, exhausted, expired or cancelled back to the User pursuant to time in
force conditions. As discussed above, if residual orders are modified in any way by the User, the order will
lose its original time/price priority or time stamp and will go behind other orders in the queue. If a residual
pegging order is entered into the NYBX Facility, the Facility will automatically re-price the order when the
NBBO changes and the residual pegging order will lose its original time stamp and go behind other orders in
the queue.

Any new liquidity that enters the NYBX Facility's depth of book, the DBK's depth of book and protected
quotations of automated trading centers will be evaluated by the NYBX Facility to determine if such liquidity
is eligible to execute with residual orders in the NYBX Facility. A residual order will continue to attempt to
execute with marketable incoming contra side liquidity in the NYBX Facility's depth of book and the DBK's
depth of book until the order is exhausted, expired or is cancelled back to the User pursuant to time in force
conditions or until all applicable marketable liquidity is exhausted. As previously explained, if an NYBX
residual order would execute against an order in the DBK's depth of book or in the NYBX Facility's depth
of book, applicable volume will attempt to execute with protected quotations of automated trading centers
pursuant to Regulation NMS.

NYBX Market Snapshot of Order Processing

The Facility will act upon market and order information available to it at the time an order is entered into the
Facility. At the time an order is entered into the NYBX Facility, the NYBX algorithm will evaluate or take a
“snapshot” of the market. This market snapshot includes all orders in the NYBX Facility's depth of book,
the DBK's depth of book, and the protected quotations of automated trading centers. A set of examples
demonstrating how the NYBX snapshot coordinates order execution and allocation of shares and how the
Minimum Triggering Volume (“MTV”) of an NYBX order interacts with all available liquidity is attached to this
Information Memo as Exhibit A.

Order Evaluation

As demonstrated in the “NYBX Market Snapshot,” the Facility will act upon market and order information
available to it at the time the order is entered into the Facility. Facility orders will execute with all available
contra side liquidity in the NYBX Facility's depth of book, the DBK's depth of book and, optionally, the
protected quotations of automated trading centers even if the execution size is less than the MTV designation
provided the MTV designation was met at the time the order was entered and evaluated for execution. This
functionality takes into consideration the fact that latency may occur when trading facilities evaluate liquidity
on other automated trading centers and also route orders to other automated trading centers.

Cancellation of NYBX Orders:
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All unexecuted orders will be cancelled in accordance with the designated order parameters and the time
in force conditions designated on each order. Upon cancellation of an order, the NYBX Facility, via the
Routing Broker, will send a cancellation report back to the NYBX User with all related order information. This
cancellation process is referred to in the Rule as “cancelling back to the User.” If not executed or cancelled
by the end of the regular trading day, all NYBX orders will be automatically cancelled back to the User at the
close of the regular trading day.

Round Lot, Partial Round Lot and Odd Lot Orders

The NYBX Facility will accept orders with round lots and partial round lots (“PRLs”), and will reject odd lot
orders. However, the execution of NYBX orders may result in round lots, PRLs and odd lots. The odd lot
portion of a PRL order will remain in the Facility until it is executed, and if not executed, it will be cancelled
back to the User pursuant to the order's time in force conditions or at the end of the regular trading day. If the
execution of an NYBX order results in a residual order with an odd lot component, this odd lot component will
remain in the Facility until it is executed, and if not executed, it will be cancelled back to the User pursuant to
time in force conditions at the end of the regular trading day.

Sub-Penny Orders

The NYBX Facility will not display, rank, or accept a bid or offer or an order in any NMS stock priced in an
increment smaller than $0.01 if that bid or offer or order is priced equal to or greater than $1.00 per share.
Such orders will be rejected by the Facility.

The NYBX Facility will not display, rank, or accept a bid or offer or an order in any NMS stock priced in an
increment smaller than $0.001 if that bid or offer or order is priced less than $1.00 per share. Such orders will
be rejected by the Facility.

The NYBX Facility will reject any NYBX pegging orders priced below $1.00.

The NYBX Facility's execution price may be calculated to three (3) decimals when the NBBO is an odd penny
spread (i.e., one (1) penny, three (3) pennies, five (5) pennies, etc.), and the trade price is greater than $1.00.
NYBX executions with midpoint pricing may be priced at increments as low as $0.001.

The NYBX Facility's execution price may be calculated to four (4) decimals when the NBBO is an odd 1/10th
penny spread (i.e., one tenth (0.1) penny, three tenths (0.3) pennies, five tenths (0.5) pennies, etc.), and
the trade price is less than $1.00. NYBX executions with midpoint pricing may be priced at increments of
$0.0001.

Half Penny Increments

Executions on the NYBX Facility may be calculated to three (3) decimals when the NBBO is an odd penny
spread (i.e., one (1) penny, three (3) pennies, five (5) pennies, etc.). For example, if the NBBO of Stock XYZ
is $23.01 to $23.02, the price is $23.015. As a consequence, executions at the midpoint of the NBBO may be
in half penny increments requiring the use of three decimals.

Rule 92 Applicability to NYBX Trading

When trading on the NYBX Facility, all users will be expected to comply with NYSE Rule 92 (Limitations on
Member's Trading Because of Customers' Orders) unless such trading falls within an applicable exception in
the rule. Rule 92(a) generally restricts a member or member organization from entering a proprietary order
with knowledge of a customer order that could be executed at the same price. Rule 92(b) through (d) provides
several exceptions to the general restrictions of Rule 92(a) including the “black box” exemption which,

depending on the facts and circumstances, may be applicable to orders entered into the NYBE Facility. 8 

Halting, Suspending and Closing of NYSE NYBX Trading on the Exchange
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Trading on the NYBX Facility will be halted or suspended whenever the NYSE halts or suspends trading in a
particular security or in all securities for regulatory and/or non-regulatory reasons pursuant to NYSE Rules 51
and 123D and 80B.

Clearance and Settlement of NYBX Executions

Details of each NYBX trade will be automatically matched and compared by the Exchange and submitted to
the National Securities Clearing Corporation (“NSCC”) for clearing and settlement on a locked-in basis. All
executions effected by a Member or Member Organization will be cleared and settled using the Member's and
Member Organization's account, and all executions effected by a Sponsored Participant will be cleared and
settled using the relevant Sponsoring Member Organization's account.

Because the NYBX Facility is an anonymous trading facility, NYBX transaction reports will indicate the details
of the transaction, but will not reveal contra party and clearing firm identities, except under the following
circumstances: 1) in the event NSCC ceases to act for a Member or Member Organization, which is the
unidentified contra side of any such trade processing, and /or the relevant clearing firm, the NYSE shall have
the responsibility to identify to Members or Member Organizations the trades included in reports produced by
the NSCC that are with the affected Member or Member Organization, and 2) for regulatory purposes or to
comply with an order of a court or arbitrator.

The trade reports that the NSCC will receive from the NYBX Facility for anonymous trades will contain the
identities of the parties to the trade. The trade report sent to the NSCC will contain an indicator noting that
the trade is anonymous. On the contract sheets the NSCC issues to its participants, the NSCC will substitute
“ANON” for the acronym of the contra party. This will preserve anonymity through settlement.

Dissemination of Trading Information

The NYBX Facility will report trade information to the Securities Information Processors (“SIPs”) for all NYBX
eligible securities that execute solely within the NYBX Facility. Such trades will be printed based on which
side of the trade (“buy” or “sell”) was first entered into the NYBX Facility. Market data for NYBX eligible
securities will be disseminated via the consolidated tape pursuant to the Consolidated Tape Association
Plan (“CTA Plan”). All executions that occur solely within the NYBX Facility will be printed with an “N” for the
NYSE and an “.X” to identify these executions as NYBX Facility executions (i.e., “N.X”). The “N.X” modifier is
also used to identify NYSE MatchPoint(r) executions. Orders that originate in the NYBX Facility and execute
on the DBK will print regular way as NYSE prints (“N”) pursuant to the Consolidated Tape Association Plan
through the NYSE. All trades will indicate the market of execution as the NYSE for CTA purposes.

Limitations on the Use of the NYBX Facility

DMMs on the Floor of the Exchange are not authorized to access the NYBX Facility. The off-Floor operations
of DMM units may obtain authorized access to the NYBX Facility provided they have policies and procedures
and barriers in place approved by NYSE Regulation to preclude prohibited information sharing between the
DMM unit and such units' DMMs on the Floor of the Exchange as required by revised Rule 98 (“Operation of
a DMM Unit”) or “former” Rule 98 (“Restrictions on Approved Person Associated with a Specialist's Member
Organizations”), whichever Rule 98 applies to the particular DMM unit.

Members who have authorized access to NYBX are not permitted to enter orders into the NYBX Facility from
the Floor of the Exchange when such orders are for their own accounts, the accounts of associated persons,
or accounts over which it or an associated person exercises investment discretion. Similarly, members on
the Floor may not have such orders entered into the NYBX Facility by sending them to an off-Floor facility for
entry. Members with authorized access to the NYBX Facility may enter customer orders, but not proprietary
orders, into the NYBX Facility from the Floor of the Exchange. Members that have authorized access to
the NYBX Facility may enter proprietary and customer orders into NYBX Facility from off the Floor of the
Exchange.
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Like DMMs, Registered Competitive Market Makers (“RCMMs”) on the Floor of the Exchange are not
authorized to access the NYBX Facility. Off-Floor operations of RCMM units may obtain authorized access
to the NYBX Facility provided they have policies, procedures and barriers in place that preclude information
sharing between RCMM on-Floor and off-Floor operations.

III. Sponsored Access

Members and member organizations sponsoring access to the NYBX Facility are reminded of their
responsibilities with respect to Exchange rules and policies governing such sponsored access. Exchange
Rule 123B.30 details specific requirements when a member or member organization enters into a sponsored
relationship.

In addition, members and member organizations are reminded of their obligation to have adequate
systems and controls relating to the use of firm systems by correspondents or others. Please consult NYSE
Information Memos 02-48 (November 7, 2002) and 07-60 (June 29, 2007) for more information.

IV. Supervision

Member organizations are reminded that they must have adequate written policies, procedures, and
supervisory controls reasonably designed to assure compliance with all rule requirements, including
but not limited to Rule 92 requirements, in connection with use of the NYBX Facility as described in this
Memorandum. Failure to have adequate written policies and procedures in place or to have an adequate
supervisory system in place may result in disciplinary action.

V. Contacts

Regulatory questions regarding this Memorandum should be addressed to:

Clare Saperstein, Managing Director, NYSE Regulation, Inc. at (212) 656 2355. Jean Walsh, Managing
Director, NYSE Regulation, Inc. at (212) 656 4231.

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
booth in the Garage. Questions that are not time sensitive may also be submitted to Ask Market Surveillance.
(For information about the Ask Market Surveillance System, refer to Member Education Bulletin 2006-3,
which was issued on January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

Richard Ketchum

Chief Executive Officer

Attachments

Exhibit A

NYBX Market Snapshot of Order Processing

The examples below demonstrate how the NYBX snapshot coordinates order execution and allocation of
shares. The examples also demonstrate how the Minimum Triggering Volume (“MTV”) of an NYBX order
interacts with all liquidity in the NYBX Facility's depth of book, the DBK's depth of book and protected
quotations of automated trading centers if applicable.

For all the examples, the following table illustrates the state of the NYSE DBK at the NYSE BBO and Depth of
Book and the top of book of other automated trading centers.

 

NBBO is 101.10 to
101.15
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NYSE
Book

Aggregat-
ed Prices

Automated Trading Cen-
ters TOB

ReserveDisplay Price Display Reserve Volume Price Volume Price 101.10 101.15
101.21 2,000 40,000 101.21 96,000Nasdaq 1500 1000
101.20 700 20,000 101.20 54,000ISE 500 500
101.19 1,000 15,000 101.19 33,300CHX 800 1000

101.18 500 7,500 101.18 17,300
NYSE
Arca 2000 2000

101.17 1,000 4,000 101.17 9,300Amex 200 100
101.16 800 101.16 4,300 5000 4600

 

101.15 1,500 2,000 101.15 3,500
3,500 500 101.10 4,000 101.10
4,000 500 101.09 8,500 101.09

1,000 101.08 9,500 101.08
10,000 800 101.07 20,300 101.07

 

NYBX Order Processing and Execution

The NYBX Facility will allow executions to occur within, at or through the NBBO, but will protect those bids
and offers on the NYSE DBK that are at the same price or better (i.e., all NYSE bids and offers including
depth of displayed and non-displayed orders) and protected quotations of other automated trading centers
pursuant to Regulation NMS.

All NYBX orders will be evaluated on a price/time priority basis to ascertain whether such orders are eligible
to execute against applicable available contra side liquidity based on the price and the MTV of the orders. As
described in more detail below, orders with MTV designations may pre-empt the time/price priority.

Example:

A buy order of 200,000 shares with an MTV of 100,000 and a limit of 101.21 enters the Facility. The Facility
evaluates the order and liquidity on the markets.

The Facility reads: NYSE depth to 101.21 96,000 shares
(MTV algorithm) at 101.15 Away markets 4,600 shares

Other Facility orders 0 shares

In this example, the MTV can be met at the time order is evaluated. Therefore, the Facility sends an order
to the DBK to buy 200,000 shares at 101.21, and the NYSE sends the applicable volume to the automated
trading centers for execution via the Routing Broker. Such orders are routed from the NYSE to the automated
market centers as Intermarket Sweep Immediate Or Cancel orders (“ISO IOC” orders).

The ISO IOC orders are exhausted except for 1000 shares from Nasdaq. However, the trade occurs because
the size of the order met the MTV designation at the time the Facility evaluated the order for execution.

Results of the Execution:

A total of 99,600 shares execute in the following manner:

The DBK executes 96,000 shares total (3,500 shares at 101.15; 800 shares at 101.16; 5,000 shares at
101.17; 8,000 shares at 101.18; 16,000 shares at 101.19; 20,700 shares at 101.20; 42,000 shares at101.21);

Automated trading centers execute 3,600 shares at 101.15.

The unfilled portion of the order (i.e., the “residual order”), which is 100,400 shares with an MTV of 100,000
at 101.21, will attempt to execute with marketable incoming contra side liquidity in the NYBX Facility's depth
of book and the DBK's depth of book until the order is exhausted, expired or is cancelled back to the User
pursuant to time in force conditions or until all applicable marketable contra side liquidity is exhausted.

Residual Orders and the Automatic Reduction of the MTV
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When an order with an MTV enters the NYBX Facility, the NYBX algorithm will attempt to execute the order
in the DBK's depth of book and the NYBX Facility's depth of book provided the MTV can be met, which may
or may not take into consideration the protected quotations of automated trading centers depending upon the
particular MTV parameter (i.e., restricted or non-restricted MTV calculation) on the order. If such execution
occurs, which exhausts the NYBX order, the trade will be printed to the tape and trade reports will be sent
to the User. If a residual order remains, the residual order will be sent back to the NYBX Facility where it will
attempt to execute with incoming orders to the NYBX Facility's depth of book and the DBK's depth of book
until the order is exhausted, expired or cancelled back to the User pursuant to time in force conditions or until
the applicable marketable contra side liquidity is exhausted. If an execution of an NYBX residual order would
occur in the NYBX Facility or in the DBK, applicable volume will attempt to execute with protected quotations
of automated trading centers pursuant to Regulation NMS.

If the residual order is less than the original MTV designation of the order, the Facility will automatically
modify the MTV to equal the residual order, and the residual order will continue to attempt to execute with
available contra side liquidity that subsequently enters the NYBX Facility's depth of book and the DBK's
depth of book when and if the modified MTV can be met, which may or may not take into consideration
the protected quotations of automated trading centers depending upon the particular MTV parameter (i.e.,
restricted or non-restricted MTV calculation) on the order. See the example below.

Example:

A buy order for 100,000 shares with an MTV of 50,000 and a limit price of 101.20 enters the NYBX Facility.

The NYBX Facility evaluates the order and reads the MTV:

DBK depth to 101.20 54,000 shares
Away markets 4,600 shares at 101.15
Other Facility orders 0 shares

In this example, the MTV can be met at the time the order is received into the Facility.

The Facility sends an order to the DBK to buy 100,000 shares at 101.20 and the NYSE sends ISO IOC
orders, via the Routing Broker, to automated trading centers (“away markets”) for execution of the NYBX
order.

Results of the Execution:

The DBK executes 54,000 shares in the following manner: 3,500 at 101.15; 800 shares at 101.16; 5,000
shares at 101.17; 8,000 at 101.18; 16,000 shares at 101.19; 20,700 shares at 101.20.

4,600 shares at 101.15 execute on automated trading centers.

41,400 shares remain in the Facility and the MTV is modified by the Facility to be 41,400.

The NYBX residual order will continue to execute with applicable available liquidity that subsequently enters
the market when and if the MTV can be met.

Price/Time Priority

All orders entered into the NYBX Facility are placed in price/time priority according to their required order
parameters (e.g., price, size, side of market, etc.) and optional order parameters (e.g., MTV, time in force
conditions). NYBX orders that execute in the DBK will execute in price/time priority pursuant to the provisions
of Rule 72.

NYBX price/time priority sequencing may be pre-empted or bypassed in the execution of orders when such
orders have conditions (i.e., MTV designations) that require an exception to the price/time priority basis.
For example, an initial order on one side of the market (i.e., buy side order or sell side order) with an MTV
designation may lose its place in the NYBX Facility queue to subsequent orders on the same side of the
market that have no MTV designations or have less restrictive MTV designations than the initial order.
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However, this exception to the price/time priority basis is dependent upon the MTV designation, if any, of the
contra side liquidity. NYBX orders on both sides of the market (i.e., buy side and sell side) will be evaluated
for price/time priority, and the MTV designations for all orders (buy side and sell side) will be honored by the
NYBX Facility. See the examples below for exceptions to the NYBX Facility price/time priority basis.

Also, as discussed above, NYBX orders, including residual orders, will retain their original time stamp
throughout the regular trading day unless such orders are modified by the User. If orders are modified by the
User (i.e., change in price, size, side, MTV or time in force condition) the order will lose its original price/time
priority and will go behind other orders in the queue. If a pegging order is entered into the NYBX Facility, the
Facility will automatically re-price the order when the NBBO changes and the residual pegging order will lose
its original time stamp and go behind other orders in the queue.

As the examples below demonstrate, the NYBX price/time priority basis will be pre-empted when:

1. the initial order (i.e., buy order or sell order) is marketable against the contra side order(s) (i.e., buy orders
vs. sell orders) but cannot execute against the contra side order(s) because the MTV of the initial order is not
met; and

2. a same side order is marketable against the contra side order(s) and is not restricted from executing
because the MTV of that same side order can be met. In such case, the same side order can execute against
the contra side order(s) even though the initial order had price/time priority.

It is important to note that NYBX orders retain their time stamp or “price/time priority” with respect to later
contra side order(s) that are sufficient to meet the initial order's MTV designation.

Example No. 1:

Initial order in NYBX to buy 100,000 @ 20.00 with an MTV of 100,000. An order to sell 5000 @ 20.00 is
entered into NYBX. (Assume there are no marketable contra side orders in DBK or protected quotations.) No
execution occurs, because the initial order's MTV is not met. Then an order to buy 10,000 @ 20.00 is entered
into NYBX with no MTV. 5000 of the 10,000 buy order executes against the order to sell 5000 @ 20.00, even
though the buy order for 100,000 had price/time priority.

Now the NYBX book is:

Buy 100,000 @ 20.00 (MTV of 100,000)

Buy 5000 @ 20.00 (no MTV)

Now an order to sell 100,000 @ 20.00 enters the NYBX book. The initial order to buy retains its price/time
priority with respect to this sell order, and the two orders for 100,000 execute against each other at 20.00.

Examples Nos. 2, 2(a), 2(b), 2(c) and 2(d):

Order to buy 500,000 @ 20.00 with an MTV of 500,000 enters the NYBX book (B1). Then an order to sell
400,000 @ 20.00 with an MTV of 400,000 enters the NYBX book (S1). (Assume neither order is marketable
against any order in DBK nor any protected quotations.) No execution occurs, because the buy order's MTV
is not met.

Then an order to buy 300,000 @ 20.00 with an MTV of 300,000 enters the NYBX book (B2). No execution
occurs, because the MTV of the sell order for 400,000 is not met. Then an order to sell 50,000 @ 20.00 with
an MTV of 50,000 enters the NYBX book (S2). The book is as follows:

B1: Buy 500,000 @ 20.00 (MTV of 500,000)

B2: Buy 300,000 @ 20.00 (MTV of 300,000)

S1: Sell 400,000 @ 20.00 (MTV of 400,000)

S2: Sell 50,000 @ 20.00 (MTV of 50,000)
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No order executes. B1 cannot execute because its MTV is not met. In the case of B2, S1, and S2, while there
is sufficient contra side liquidity to fill these orders, these orders cannot execute because the respective MTVs
on the contra side are not met.

Examples 2(a), 2(b), 2(c) and 2(d) below are based on the above details. With each example, assume the
book is as it appears above (with two buy orders and two sell orders). Do not carry one example into the next
example.

2(a). An order to sell 50,000 @ 20.00 (S3) enters the NYBX book. B1's MTV is now met, therefore, B1
executes against S1, S2, and S3.

2(b). An order to buy 50,000 @ 20.00 (B3) enters the NYBX Facility. B3 executes against S2. B1, B2, and S1
are by-passed in price/time priority because their MTVs prevent them from executing.

2(c). However, assume that B3 is now an order to buy 100,000 @ 20.00. In this case, S1 (and not S2) would
execute against B2 and B3. S1 retains its price/time priority over S2 with respect to contra side order(s) that,
when combined, meet S1's MTV.

2(d). An order (S3) to sell 100,000 @ 20.00 with an MTV of 100,000 enters the NYBX Facility. In this example
the MTV of B1 is now met. Therefore, B1 would execute with S1 leaving a residual order of 100,000 shares.
B1 cannot trade with S2 because B1's MTV of 500,000 cannot be met by S2. If B1 attempted to execute with
S2 the execution would only be for 450,000 shares which would violate B1's 500,000 MTV. Also, B1 cannot
get the additional 50,000 shares needed to meet the 500,000 MTV from S3 because S3 has an MTV of
100,000. Thus, B1's residual order of 100,000 shares will bypass S2 to execute against S3, thereby satisfying
the MTVs of both B1 and S3.

Midpoint Executions

The example below will illustrate how midpoint executions occur in the NYBX Facility.

Example:

NBBO = 122.20 ISE - 122.26 PHLX 5,000 × 10,000
NYSE DBK 1 = Sell 5,000 shares at 122.26
NYSE DBK 2 = Buy 5,000 shares at 122.20
NYBX 1 = Sell 75,000 shares at 122.22, MTV of 50,000
NYBX 2 = Buy 100,000 shares at 122.26, MTV of 50,000

The NYBX Facility determines that the allocation of the NYBX2 order should be:

○ The MTV of NYBX 1 has been satisfied as there is sufficient contra side liquidity and is
eligible for execution
○ The MTV of NYBX 2 has been satisfied as there is sufficient contra side liquidity and is
eligible for execution
○ Nothing eligible for protected quotations of automated trading centers
○ 25,000 shares to DBK
○ 75,000 shares to trade within the NYBX Facility

Results of the Executions:

- NYBX 2 sends 25,000 shares to buy to DBK at 122.26
- NYBX 2 buys 75,000 shares from NYBX 1 at 122.23 (the midpoint of the NBBO)
- NYBX 2 fills 5,000 shares at 122.26 with DBK 1
- The 20,000-share unfilled balance of NYBX 2 is placed in the NYBX Facility at 122.26 with a new
MTV of 20,000 shares.

Compliance with Regulations NMS
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NYBX orders will not trade-through a Protected Bid or Protected Offer except as allowed by Regulation NMS.
As discussed above, the NYBX Facility will evaluate the NYBX Facility order's parameters, including its MTV,
if any, to determine if such order is required to execute with protected quotations on the automated trading
centers in compliance with Regulation NMS. The example below will demonstrate how the Facility complies
with Regulation NMS.

Example:

NBBO = 122.20 ISE - 122.26 PHLX 5,000 × 10,000
NYBX 1 = Sell 5,000 at 122.26 (no MTV designation)
NYSE DBK 1 = Sell 5,000 at 122.27
NYBX 2 = Buy 100,000 at 122.27 (no MTV designation)

The NYBX Facility determines that the allocation of the order should be:

○ 85,000 shares to DBK
○ 10,000 shares to PHLX
○ 5,000 shares to trade within NYBX Facility

Results of the Execution:

- NYBX 2 sends a total of 85,000 shares to buy from DBK at 122.27
- NYBX 2 trades with NYBX 1 for 5,000 shares at 122.26
- NYBX 2 trades with DBK 1 for 5,000 shares at 122.27
- NYBX Facility routes, via Routing Broker, 10,000 shares of NYBX2 to PHLX and NYBX2 executes
10,000 shares on PHLX at 122.26
- NYBX 2 is routed to PHLX, via the Routing Broker, 10,000 shares at 122.26 (ISO IOC) and NYBX
2 executes 10,000 shares on PHLX
- NYBX 2 posts 80,000 shares to buy at 122.27 remaining from the 85,000 shares sent to the DBK
in the NYBX Facility

Equal or Better Prices

If the contra side liquidity on the DBK is priced equal to or better than the liquidity in the NYBX Facility, the
order will be sent to the DBK for execution. If an NYBX order that is sent to the DBK is not fully executed in
the DBK, the Routing Broker will route the unfilled portion of the order - the residual order- back to the NYBX
Facility. If the residual order is less than the designated MTV, the Facility will modify the MTV to equal the
residual order. The residual order will attempt to execute with marketable incoming contra side liquidity in the
NYBX Facility's depth of book and the DBK's depth of book until the order is exhausted, expired or cancelled
back to the User pursuant to time in force conditions or until the applicable marketable liquidity is exhausted.
See the example below.

Example:

NBBO = 122.20 ISE - 122.26 PHLX 5,000 × 10,000
NYSE DBK 1 = Sell 5,000 shares at 122.26
NYBX 1 = Sell 5,000 shares at 122.26
PHLX = Sell 10,000 shares at 122.26
NYBX 2 = Buy 5,000 shares at 122.26

- The NYBX Facility determines that the allocation of the order should be:

○ No shares routed to automated trading centers
○ 5,000 shares sent to DBK at 122.26
○ No shares remain in the NYBX Facility

Results of the Execution:
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- NYBX 2 sends 5,000 shares to buy from NYSE DBK at 122.26
- NYBX 2 trades with DBK 1 for 5,000 shares at 122.26
- Nothing trades within the NYBX Facility

NYBX Best Price

If the contra side liquidity in the NYBX Facility is priced better than the price quoted on the DBK, an NYBX
order will execute in the NYBX Facility in price/time priority until the order is exhausted.

Additionally, an order may be executed in the NYBX Facility without interacting with the DBK when the price
of the NYBX order is within the NBBO and at a price that is better than all other orders in the same security
on the DBK. See the example below.

Example:

NBBO = 122.20 ISE - 122.26 PHLX 5,000 × 5,000
NYBX 1 = Sell 5,000 shares at 122.25
PHLX = Sell 5,000 shares at 122.26
NYSE DBK = Sell 5,000 shares at 122.27
NYBX 2 = Buy 100,000 shares at 122.25

The NYBX Facility determines that the allocation of the order should be:

▪ Nothing to protected quotations of automated trading centers
▪ Nothing to DBK
▪ 5,000 shares within NYBX Facility

Results of the Execution:

NYBX 2 trades with NYBX 1 for 5,000 shares at 122.25

NYBX 2 posts 95,000 shares to buy at 122.25 in NYBX Facility

Orders Crossed in the NYBX Facility

When two NYBX orders in the Facility are marketable against each other and there is no marketable contra
side liquidity in the DBK's depth of book at the order's limit price or better, and the prices of the two NYBX
orders are crossed, the Facility will calculate the price of the execution to be the price nearest to or at the
midpoint of the NBBO. The example below assumes that the execution price is at or between the NBBO,
which will have no trade through obligation for protected quotations pursuant to Regulation NMS.

Example:

NBBO = 20.00 PHLX - 20.05 ISE
NYBX 1 - Buy 50,000 shares at 20.02 with an MTV of 20,000
NYBX 2 - Sell 100,000 shares at 20.00 with an MTV of 20,000

The execution price would be 20.02 as it is the price closest to the midpoint of the NBBO, which is 20.025.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  This Information Memo is a summary of applicable rules governing NYBX. Members and member
organizations are advised to review the Securities and Exchange Commission order (Securities
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Exchange Act Release No. 59282 dated January 22, 2009) approving the rules establishing NYBX as
well as the specific rules.

2  See NYSE Rule 17(c) ("Operation of Routing Broker").
3  The print modifier that will be used for trades that occur in the NYBX Facility will be the same print

modifier that is used for NYSE MatchPoint ® prints. NYSE MatchPoint is a separate anonymous
(undisplayed or dark) trading facility of the NYSE (See Rule 1500 NYSE MatchPoint ®).

4  The Exchange has also amended Exchange Rule 2B (Affiliation Between Exchange and a Member
Organization) to require the implementation of policies and procedures that are reasonably designed to
restrict information sharing between the Exchange and BIDS Holdings L.P. and its affiliates.

5  The NYBX Facility can only be accessed through an electronic FIX application and/or an internet-
based password-protected order entry application. Users must fill out an application for connectivity
through either of these two electronic connectivity capabilities. Once granted connectivity through the
authorization process, eligible users may access the NYBX Facility.

6  Similarly, marketable orders entered into the DBK do not interact with interest resting in the NYBX
Facility. This is due to the fact that NYBX orders represent hidden interest and are not shared with NYSE
systems. In addition, it is expected that most interest in the NYBX Facility will have contingencies on
them (e.g., MTVs) making executions against marketable interest uncertain.

7  The term "National Best Bid and Best Offer" or "NBBO" have the same meaning as defined in Rule 600
of Regulations NMS.

8  See Information Memo 2001-33, October 8, 2001 and Securities Exchange Act Release No. 34-44139
(March 30, 2001), 66 FR 18339 (April 6, 2001) (SR-NYSE- 1994-34).
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January 27, 2009

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO NYSE RULE 103B AND NYSE ALTERNEXT EQUITIES RULE 103B
(SECURITY ALLOCATION AND REALLOCATION)

The purpose of this Information Memo is to advise members and member organizations of amendments to
New York Stock Exchange LLC (“NYSE”) Rule 103B and NYSE Alternext US (“NYSE Alternext”) Rule 103B,
each entitled Security Allocation and Reallocation). The changes prohibit Designated Market Maker (“DMM”)
units from (1) communicating with issuers after receipt of notice from the exchange of the issuer's pending
listing, and 2) providing DMM unit marketing materials to the issuer prior to the scheduled interview rather
than the day before. In addition, NYSE Rule 103B was amended to allow an issuer transferring from NYSE
Alternext to the NYSE to retain its DMM unit if such DMM unit is an approved and registered NYSE DMM.

I. BACKGROUND

The allocation process on both NYSE and NYSE Alternext allows an issuer to select its assigned DMM unit
from the exchanges' list of eligible DMMs units or delegate the selection of the DMM unit to the exchanges.
All DMM units are notified by the exchanges when an issuer is confirmed to list on either exchange. DMM
units selected to participate receive individual notices from the exchanges that provide details about the
time and place for the interview. DMM units may provide marketing materials to the exchanges. Thereafter,
the exchanges are responsible for delivering the DMM marketing materials to the issuer the day before the
scheduled interview.

The allocation process on the NYSE further allow issuers transferring from NYSE Arca to the NYSE to waive
the allocation process in instances where the issuer's security was assigned to a registered DMM unit that is
also an approved and registered DMM unit on the NYSE.

II. AMENDMENTS TO THE ALLOCATION PROCESS

NYSE Rule 103B and NYSE Alternext Equities Rule 103B were amended to prohibit DMM units from
having contact with an issuer after the Exchange provides notice to DMM units about the issuer's impending
listing on the NYSE or NYSE Alternext. NYSE and NYSE Alternext believe that prohibiting communication
between DMM units and issuers just prior to the interview is an appropriate measure to promote fairness and
objectivity in the interview process.

NYSE Rule 103B and NYSE Alternext Equities Rule 103B were further amended to allow the Exchange to
provide DMM marketing materials to an issuer prior to the interview instead of the day before the interview.
This amendment allows NYSE and NYSE Alternext the flexibility to provide DMM marketing materials
consistent with an issuer's schedule. Those issuers in transit prior to the interview, or participating in road
shows and business trips, and are thus unavailable to receive the materials the day before the scheduled
interview may receive them the day of the interview upon their arrival. However, the exchanges will be able to
provide DMM marketing materials in advance of the scheduled interview to those issuers that are available to
receive the materials.

Finally, NYSE Rule 103B was amended to provide that a listed company transferring from NYSE Alternext
to the NYSE, that was assigned an NYSE Alternext DMM unit that is also an NYSE DMM unit, may waive
the allocation process and keep that DMM unit to act as its market maker on the NYSE. Alternatively, issuers
transferring from NYSE Alternext to the NYSE may choose to go through the formal allocation process on the
NYSE.
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III. CONTACTS

Regulatory questions regarding this Memorandum should be addressed to:

Deanna Logan, NYSE Regulation, Inc., Office of General Counsel, at (212) 656-2389.

Jennifer D. Kim, NYSE Regulation, Inc., Office of the General Counsel, at 212-656-6438.

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
booth in the Garage. Questions that are not time sensitive may also be submitted to Ask Market Surveillance.
(For information about the Ask Market Surveillance System, refer to Member Education Bulletin 2006-3,
which was issued on January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

Richard Ketchum

Chief Executive Officer

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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January 2, 2009

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: New Rule 80B Circuit Breaker Level For First Quarter 2009

EFFECTIVE January 1, 2009 through March 31, 2009

Rule 80B trading halts will be triggered when the Dow Jones Industrial Average (“DJIA”) declines below its
closing value on the previous trading day by:

850 points (Level 1)

1,700 points (Level 2)

2,600 points (Level 3)

NYSE and NYSE Alternext Equities Rule 80B

Whenever a Rule 80B circuit breaker is in effect, trading in all stocks on NYSE and NYSE Alternext will halt
for the time periods specified below.

Level 1 Halt

• anytime before 2:00 p.m. - one hour;
• 2:00 p.m. to 2:30 p.m. - 30 minutes;
• at or after 2:30 p.m. - trading shall continue, unless there is a Level 2 Halt.

Level 2 Halt

• anytime before 1:00 p.m. - two hours;
• 1:00 p.m. to 2:00 p.m. - one hour;
• at or after 2:00 p.m. - trading shall halt and not resume for the rest of the day.

Level 3 Halt

• at any time - trading shall halt and not resume for the rest of the day.

A complete discussion of the calculation of trigger values for Rule 80B was published in NYSE Information
Memo No. 98-15, dated April 13, 1998.

Questions concerning this Information Memo should be directed to Patricia Bergholc, Market Surveillance, at
(212) 656-4948, or Jason Harman, Office of the General Counsel, at (212) 656-2661.

___________________________

Richard Ketchum

Chief Executive Officer

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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December 30, 2008

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: MORATORIUM ON QUALIFICATION AND REGISTRATION OF NEW COMPETITIVE TRADERS
(“CTs”) AND REGISTERED COMPETITIVE MARKET MAKERS (“RCMMs”)

The New York Stock Exchange has extended the moratorium on the qualification and registration of new CTs
and RCMMs, which was scheduled to end on December 31, 2008, for an additional three months to March
31, 2009. The extension will allow the Exchange additional time to finalize its determination as to the roles of
CTs and RCMMs in the NYSE marketplace using the data that will be generated as a part of the completed
implementation of the Next Generation NYSE.

Further, please be aware that the modification to the moratorium that was effective on February 24, 2006
to allow RCMM firms to replace an existing RCMM who relinquishes his or her registration and ceases to
conduct business as an RCMM with a newly qualified and registered RCMM, remains unchanged by this

current extension. 1 

Questions concerning this memorandum may be addressed to:

Andrew White, Director, Market Surveillance, at 212-656-4498.

Jennifer D. Kim, NYSE Regulation Office of the General Counsel, at 212-656-6438.

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
booth in the Garage. Questions that are not time sensitive may also be submitted to Ask Market Surveillance.
(For information about the Ask Market Surveillance System, refer to Member Education Bulletin 2006-3,
which was issued on January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

Richard Ketchum

Chief Executive Officer

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release No. 53549 (March 24, 2006), 71 FR 16388 (March 31, 2006) (SR-
NYSE-2006-11).
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December 24, 2008

   TO: ALL MEMBERS, MEMBER ORGANIZATIONS, AND COMPLIANCE OFFICERS

SUBJECT: Registration Qualification Testing for All Members and Trading Assistants Transferred from the
American Stock Exchange to NYSE Alternext US (“NYSE Alternext”)

Purpose

The purpose of this Information Memo is to advise as to registration qualification testing requirements and
related mandatory education for all members and trading assistants whose firm transferred from the American
Stock Exchange (Amex) equities Floor to the NYSE Alternext US equities Floor in connection with the
December 1, 2008 relocation of equities trading operations.

In connection with the equities relocation, all Amex equities members and their clerks who transferred
operations were waived in as registered NYSE and NYSE Alternext members and/or trading assistants.
These registrations will all expire as of May 31, 2009. Therefore, prior to May 31, 2009, each NYSE
Alternext member or trading assistant who relocated from the Amex must take and pass certain qualification
examinations to remain registered as an NYSE/NYSE Alternext equities member (Series 15 registration),
Designated Market Maker (DMM registration), front-line DMM Trading Assistant (Series 21 registration) and/
or regular Trading Assistant (Series 25 registration).

It is crucial that member firms and their chief compliance officers ensure that their members and
trading assistants complete the education and testing process sufficiently early to allow for the
possibility that candidates are not successful upon testing. The opportunity for retesting for each
registration is detailed below, and certain retesting requires repeating educational classes. Therefore,
it is critical that member firms plan for eventualities within the schedules offered below. Failure
to timely complete the education and testing process will result in revocation of registration until
successful completion of the requirements can be made.

Educational and Training Requirements

Floor Brokers, Designated Market Makers and DMM Front Line Trading Assistants

Persons who must take the Series 15 Examination, the Designated Market Maker Examination or the Series
21 Examination must take the four regulatory classes of the New Member Orientation before sitting for
testing. The schedule of those classes follows. All classes begin at 8:00 a.m. and end at approximately 9:00
a.m. Attendance during each session from beginning through end is mandatory. The location will be 20 Broad
Street on the 18 th Floor in most cases. Depending upon class size, the sessions may be moved to another
venue to accommodate persons who make reservations.

NMOP Day Date
Session One Tuesday January 6, 2009
Session Two Wednesday January 7, 2009
Session Three Thursday January 8, 2009
Session Four Friday January 9, 2009
Session One Tuesday February 3, 2009
Session Two Wednesday February 4, 2009
Session Three Thursday February 5, 2009
Session Four Friday February 6, 2009
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Session One Tuesday March 3, 2009
Session Two Wednesday March 4, 2009
Session Three Thursday March 5, 2009
Session Four Friday March 6, 2009
Session One Tuesday April 14, 2009
Session Two Wednesday April 15, 2009
Session Three Thursday April 16, 2009
Session Four Friday April 17, 2009
Session One Tuesday May 5, 2009
Session Two Wednesday May 6, 2009
Session Three Thursday May 7, 2009
Session Four Friday May 8, 2009

Trading Assistants

Persons who must take the Series 25 Examination must take the Beginner Trading Assistant Program before
sitting for testing. The schedule of those classes follows. Attendance during each session from beginning
through end is mandatory. The location will be 20 Broad Street on the 18 th Floor. Depending upon class size,
the sessions may be moved to another venue to accommodate persons who make reservations.

Beginner Trading AssistantDay Date Time
Session One Tuesday January 13, 2009 8:00 a.m.
Session Two Wednesday January 14, 2009 8:00 a.m.
Session Three Thursday January 15, 2009 8:00 a.m.
Session One Tuesday January 20, 2009 4:15 p.m.
Session Two Wednesday January 21, 2009 4:15 p.m.
Session Three Thursday January 22, 2009 4:15 p.m.
Session One Tuesday February 10, 2009 8:00 a.m.
Session Two Wednesday February 11, 2009 8:00 a.m.
Session Three Thursday February 12, 2009 8:00 a.m.
Session One Tuesday February 17, 2009 4:15 a.m.
Session Two Wednesday February 18, 2009 4:15 a.m.
Session Three Thursday February 19, 2009 4:15 a.m.

Education Program Reservations Required

Reservations for NMOP sessions and the Beginner Trading Assistant Program are required. They can be
made by calling Mary Cato, Lead Trainer at 212.656.3284, or Michelle Liguori, Lead Trainer, at 212.656.5833,
Designated Market Maker and Floor Broker Training.

Registration Qualification Testing

The Series 15, 21, and 25 and Designated Market Maker (DMM) Examinations will be administered each
month as follows. The examinations are usually administered in the morning with the exception of the DMM
Examination which is administered in the afternoon. We have added an after the Close opportunity for Amex
members and clerks who cannot free themselves up for examination during the trading day. The examination
schedule is as follows.

Examination Day Date Start Time
Series 15, 21 and 25 Thursday February 12, 2009 9:30 a.m.
Designated Market Maker Thursday February 12, 2009 2:00 p.m.
All Exams Thursday February 12, 2009 4:15 p.m.
Series 15, 21 and 25 Thursday February 26, 2009 9:30 a.m.
Designated Market Maker Thursday February 26, 2009 2:00 p.m.
All Exams Thursday February 26, 2009 4:15 p.m.
Series 15, 21 and 25 Thursday March 12, 2009 9:30 a.m.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

823

http://researchhelp.cch.com/License_Agreement.htm


Designated Market Maker Thursday March 12, 2009 2:00 p.m.
All Exams Thursday March 12, 2009 4:15 p.m.
Series 15, 21 and 25 Thursday March 26, 2009 9:30 a.m.
Designated Market Maker Thursday March 26, 2009 2:00 p.m.
All Exams Thursday March 26, 2009 4:15 p.m.
Series 15, 21 and 25 Thursday April 23, 2009 9:30 a.m.
Designated Market Maker Thursday April 23, 2009 2:00 p.m.
All Exams Thursday April 23, 2009 4:15 p.m.
Series 15, 21 and 25 Thursday May 1, 2009 9:30 a.m.
Designated Market Maker Thursday May 1, 2009 2:00 p.m.
All Exams Thursday May 1, 2009 4:15 p.m.
Series 15, 21 and 25 Thursday May 14, 2009 9:30 a.m.
Designated Market Maker Thursday May 14, 2009 2:00 p.m.
All Exams Thursday May 14, 2009 4:15 p.m.
Series 15, 21 and 25 Thursday May 28, 2009 9:30 a.m.
Designated Market Maker Thursday May 28, 2009 2:00 p.m.
All Exams Thursday May 28, 2009 4:15 p.m.

Testing Standards and Procedures

All examinations are held at NYSE Regulation's offices in 30 Broad Street on the 5th Floor. Examination
results are reported to the member firms and not to individual candidates. The only examination scores that
are released on the day of examination are Series 15 examination results where the candidate is scheduled
to take the DMM Examination on the afternoon of the same day. All other test results are released as soon as
possible depending upon the number of candidates who are examined on a given test date.

Series 15 Examination - General Membership

Candidates have three hours to complete the test. Candidates who fail the Series 15 Examination may retake
the examination on the next regularly scheduled date, except that individuals who fail by a significant margin
will be required to retake the four NMOP classes before sitting for re-examination. Candidates who fail for the
third time are required to wait three months before their firm can propose them for membership. Under those
circumstances, the candidate must go through the entire New Member Orientation Program in its entirety.
From the time that a candidate fails for the third time until he or she passes the Series 15 Examination after
completing the entire New Member Orientation Program, the individual may not act as a member on the Floor
of the Exchange.

Designated Market Maker Examination

Candidates have two hours to complete the test. Passing the Series 15 Examination is a requirement for
taking the DMM Exam. Candidates who fail the DMM Examination may retake the examination on the next
regularly scheduled date, except that individuals who fail by a significant margin will be required to attend
certain NMOP sessions before sitting for re-examination. Candidates who fail the DMM Examination for the
third time are required to wait three months and repeat the four regulatory educational session of NMOP
before sitting for further examination.

Series 21 Examination

Candidates have one and a half hours to complete the test. Candidates who fail the Series 21 Examination
may retake the examination on the next regularly scheduled date. Candidates who fail the Series 21
Examination for the second time are required to wait six months before they can be retested. Until a front line
DMM Trading Assistant has passed the Series 21 Examination, he or she may only continue to function in
that capacity if working under heightened supervision.
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Series 25 Examination

Candidates have one and a half hours to complete the test. Candidates who fail the Series 25 Examination
may retake the examination on the next regularly scheduled date. Candidates who fail the Series 25
Examination for the second time are required to wait three months before they can be retested. Until a
Trading Assistant has passed the Series 25 Examination, he or she may only continue to function in that
capacity if working under heightened supervision.

Examination Reservations Required

Reservations are required for examinations. They may be made by calling Wendy Lugo at 212-656-5819 at
NYSE Regulation.

Staff Contacts

If you have questions about the regulatory requirements, you may call Carol Krusik, Director, Member
Education, at 212-656-4597 or Peter Bon Viso, Senior Counsel, at 212-656-5621.

If you have questions about the operations requirements, you may call Camille Fredrickson at 212-656-5390.

___________________________

John F. Malitzis

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 08-67
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December 22, 2008

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: LAST TRADE DATE FOR “REGULAR WAY” SETTLEMENT IN 2008

The last day on which “regular way” transactions in securities, other than U.S. Government obligations, may
be made for settlement this calendar year is December 26, 2008.

Transactions effected between December 29, 2008 and December 31, 2008 for settlement in 2008 must be

effected on “cash”, “next day” or “seller's option” basis. 1 

Members and member organizations are reminded that all “non-regular way” orders must be marked with
the appropriate settlement instruction. Orders entered on or after December 29, 2008 that are not marked
with “non-regular way” settlement instructions will settle in 2009. In addition, please be advised that effective
December 29, 2008 thru December 31, 2008 only, DMMs will be relieved of their obligation to determine
whether orders marked solely “regular way” are willing to participate on a “non-regular way” basis.

Floor brokers are also reminded that because “non-regular way” trades cannot be effected via e-Quotes or d-
Quotes, orders entered between December 29, 2008 and December 31, 2008 for settlement in 2008 must be
represented manually.

Floor Official approval is not required for “non-regular way” trades between December 29, 2008 and
December 31, 2008 if the execution price is no greater than $0.25 away from the “regular way” bid or offer.

Inquiries with respect to this memorandum should be directed to:

John Saxton, Director, Market Surveillance, at (212) 656- 2324 Questions may also be directed to the On-
Floor Surveillance Unit via the White Phone or in person at their booth.

___________________________

Richard Ketchum

Chief Executive Officer

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  The Exchange has filed with the SEC to eliminate the ability to enter orders on the Exchange with the
settlement instructions of "cash", "next day" and "seller's option". Please note that this rule change will
not take effect until 1st Quarter 2009. See SR-NYSE-2008-126.
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December 22, 2008

   TO: ALL MEMBERS, MEMBER ORGANIZATIONS, AND COMPLIANCE OFFICERS

SUBJECT: REMINDER ON USE OF PORTABLE OR WIRELESS COMMUNICATION DEVICES ON THE
NYSE AND NYSE ALTERNEXT EQUITIES TRADING FLOOR AT 11 WALL STREET

The purpose of this Information Memo is to remind all NYSE and NYSE Alternext US (“NYSE Alternext”)
Floor members, member organizations and their employees of the restrictions in NYSE and NYSE Alternext

Rules governing the use of portable or wireless communications devices on the Floor. 1 

NYSE Rule 36 and NYSE Alternext Equities Rule 36 provide that no member or member organization shall
establish or maintain any telephonic or electronic communication between the Floor and any other location
without Exchange approval, and set forth the specific requirements applicable to approved use of such
communication devices.

Designated Market Makers (“DMMs”) are prohibited from using any portable or wireless telephones or other
communication devices on the Floor, and Floor brokers may only use Exchange authorized and Exchange
provided portable phones on the Floor. All other portable communication devices are prohibited, including
cellular telephones, wireless pagers, “blackberries,” or other similar communication devices. Further, such
unapproved communication devices may not be used for non-communication functions (e.g., calendar,
calculator, etc.) while on the Floor. For more information on the use of Exchange authorized and issued
portable telephones, see NYSE Information Memos 08-40 and 08-41.

New York Stock Exchange Regulation would also like to remind the Floor community that all individuals
on the Floor of the Exchange, including visitors, must at all times adhere to the Floor Conduct and Safety
Guidelines and New York Stock Exchange's Policy Concerning Harassment. In addition, the NYSE has a
long-standing policy prohibiting the use of any personal cameras (with or without a flash), including video
equipment, or cellular telephone cameras, on the Floor. NYSE Euronext employees, as well as trading Floor
personnel, who invite visitors or guests to the Floor are responsible for their guests' actions and must adhere
to this policy.

Pursuant to NYSE, NYSE Alternext, and Securities Exchange Act rules, the term “Floor” includes the trading
Floor and the premises immediately adjacent thereto, such as the various entrances and lobbies of the 11
Wall Street, 18 New Street, 8 Broad Street, 12 Broad Street and 18 Broad Street buildings, as well as the
telephone facilities available in these locations. In addition, the Floor includes any area reserved primarily
for members, including the members' lounges and the members' bathrooms. Accordingly, the prohibition on
the use of unapproved portable communication devices applies to all of the above areas. Exchange-issued
cell phones are for business use only. Non-Exchange issued cell phones cannot be used on the Floor for
any purpose. The area outside the Blue Line is considered to be the “Floor” for purposes of NYSE, NYSE
Alternext, and Securities Exchange Act rules. As a best practice, and to ensure that there is no confusion,
personal contacts made using portable communication devices, whether Exchange issued or not, should be
made outside the building.

Violations of these provisions could subject members, member organizations and their employees to
regulatory action, including formal or informal discipline. Members and member organizations are also
reminded that pursuant to NYSE Rule 342 and NYSE Alternext Equities Rule 342, as applicable, they are
required to implement and maintain policies and procedures reasonably designed to ensure compliance with
NYSE Rule 36 and NYSE Alternext Equities Rule 36.
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Staff Contacts

If you have any questions pertaining to this Notice please contact Patricia Bergholc, Director, On Floor
Surveillance Unit, at (212) 656-4948, or Andrew White, Director, NYSE Market Surveillance, at (212)
656-4498.

___________________________

John F. Malitzis

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See NYSE Rule 6, NYSE Alternext Rule 6 and Rule 11a1-1(c) under the Securities Exchange Act of
1934.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

828

http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 08-65

Click to open document in a browser

December 16, 2008

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, CHIEF OPERATIONS OFFICER,
OPERATIONS PARTNER AND LEGAL AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: QUARTERLY Expiration Day - DECEMBER 19, 2008

I. Purpose of this Information Memo

Friday December 19, 2008, will be a quarterly Expiration Day for stock and index options and futures products
whose settlement pricing is based upon NYSE and NYSE Alternext (collectively, the “Exchanges”) opening or
closing prices on that day. NYSE Regulation is issuing this Information Memorandum to remind members and
member organizations of certain NYSE and NYSE Alternext rules and policies regarding opening imbalance
publications, entry and cancellation of market-on-close/limit-on-close (“MOC/LOC”) and other order types,
publication of on-the-close imbalances, and printing the closing transaction.

II. S&P Quarterly Rebalance

Following the close of trading on December 19, 2008, Standard & Poor's will affect a quarterly share
rebalancing of the S&P 500, the S&P MidCap 400, S&P SmallCap 600 and S&P REIT Composite Indices.
This rebalancing may affect the volume of trading of certain stocks on the Exchanges. Details on these
rebalancings are available on S&P's website (www.standardandpoors.com).

III. Expiration Day Opening Imbalance Publication

Members and member organizations are reminded that the regular pre-opening procedures outlined in

NYSE and NYSE Alternext Equities Rules 15 and 123D will apply on the December 19 Expiration Day. 1

   Accordingly, DMMs should publish indications as promptly as practicable but should be mindful of their
additional obligations under Rule 123D to publish one or more indications, under the supervision of a Floor
Official, in situations where the opening price would be affected by an imbalance of market and limit buy and
sell orders in a security.

In the event that one or both of the Exchanges invokes its exemptive powers under NYSE or NYSE Alternext
Rule 48 (Exemptive Relief - Extreme Market Volatility Condition), the terms of that rule would govern the
obligation to publish pre-opening indications.

IV. NYSE and NYSE Alternext Rules and Policies Relating to the Close

A. MOC/LOC Order Entry and Cancellation

Members and member organizations are reminded that the provisions of NYSE and NYSE Alternext Equities
Rule 123C will apply to the close on the December 19 Expiration Day, subject to the temporary modifications
outlined in this memorandum. Please note that, while the Exchanges expect their systems to operate
normally on December 19, in the unlikely event of a systems interruption leading into or at the Close, the
MOC Policy set out in Rule 123C would operate as if the Exchanges had declared a regulatory halt in one or
more securities.
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In the event that one or both of the Exchanges invokes its exemptive powers under NYSE or NYSE Alternext
Rule 48 (Exemptive Relief - Extreme Market Volatility Condition), the terms of that rule would govern the
handling of orders at the Close.

In connection with the entry of MOC/LOC orders generally, members should pay particular attention to the
following:

▪ A “published imbalance” is an MOC/LOC imbalance that has been disseminated to the Tape.
An imbalance that is announced verbally or physically posted at the panel (e.g. white board) is not

considered to be a published imbalance. 2 
▪ Brokers and traders are reminded that, while they should enter orders as early in the day as
possible, all MOC/LOC orders (unless to offset an imbalance) must be entered with the DMM by
3:40 p.m. Entering MOC/LOC orders early provides DMMs with the opportunity to more quickly
identify potential order imbalances that might exist at the Close and to disseminate that information.
This, in turn, enables brokers and traders to more effectively identify potential offsetting customer
interest that could mitigate any imbalance. MOC/LOC orders entered prior to 3:40 p.m. may be
canceled prior to that time for any reason.
▪ Between 3:40 p.m. and 3:50 p.m., MOC/LOC orders may be entered only to offset such security's
published imbalance. During this time period, MOC/LOC orders may be canceled or reduced in size
only to correct a legitimate order entry error. Please note that Market Surveillance will continue to
closely monitor the cancellation of MOC/LOC orders pursuant to the Rules of the Exchanges.
▪ After 3:50 p.m., MOC/LOC orders may be entered only to offset such security's published
imbalances. After 3:50 p.m., MOC/LOC orders may not be cancelled or reduced in size for any

reason. 3 

B. MOC/LOC Imbalance Publication 4 

NYSE and NYSE Alternext Equities Rule 123C provide for the publication of order imbalances as described
below. In addition, members may refer to the attached quickreference page for a summary of the times and
requirements for imbalance publications. DMMs are reminded that erroneous imbalance publications must be
corrected as soon as practicable.

1. Informational MOC/LOC imbalance publications between 3:00 p.m. and 3:40 p.m.

Between 3:00 p.m. and 3:40 p.m., DMMs are encouraged to publish informational MOC/LOC imbalances of
any size if they believe that there could be significant price dislocation at the Close. These publications are
informational only and do not limit MOC/LOC order entry or cancellation before 3:40 p.m. DMMs who wish to

publish informational imbalances must obtain at least Floor Official approval prior to publication. 5 

2. Required MOC/LOC imbalance publications at 3:40 p.m. and 3:50 p.m.

As soon as practicable after 3:40 p.m., the DMM must publish any MOC/LOC imbalance of 50,000 shares or
more. In addition, the DMM must update any informational imbalance published prior to 3:40 p.m., indicating
either the current imbalance or “no imbalance”.

Similarly, as soon as practicable after 3:50 p.m., DMMs must update any MOC/LOC imbalances published at
3:40 p.m. Imbalances of 50,000 shares or more, or other significant imbalances, must be published; if there
is no such imbalance, the DMM must publish a “no imbalance” indication. Where there was no publication
for a stock at 3:40 p.m., but an MOC/LOC imbalance occurred after 3:40 p.m., the DMM should publish the
imbalance at 3:50 p.m. with prior Floor Official approval.

3. Recommended MOC/LOC imbalance publications at 3:40 p.m. and 3:50 p.m.
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Notwithstanding the required imbalance publications (as described above), DMMs are encouraged to publish
MOC/LOC imbalances of any size, including amounts less than 50,000 shares, if the imbalance could cause
significant price dislocation at the close (e.g. an imbalance that is large in comparison to the average daily
volume or regular trading patterns for the stock). DMMs who wish to publish such imbalances must obtain
Floor Official approval prior to publication.

4. Exchange publication of Order Imbalance Information

In addition to the DMM imbalance publications described above, the Exchanges also make available real-
time Order Imbalance Information prior to the Close, pursuant to NYSE and NYSE Alternext Equities Rule
123C(6). These publications take place approximately every fifteen (15) seconds between 3:40 p.m. and
3:50 p.m., and approximately every five (5) seconds between 3:50 p.m. and 4:00 p.m. The Order Imbalance
Information publications use the last sale in the security on the Exchanges prior to dissemination of the
imbalance information as a reference price in order to indicate how many shares would be needed to close
the security at that price, including both MOC and marketable LOC orders.

When the close of trading on the Exchanges is scheduled for earlier than 4:00 p.m., the publication of Order
Imbalance Information by the Exchanges will commence 20 minutes prior to the scheduled closing time. In
such circumstances, Order Imbalance Information will be published approximately every fifteen (15) seconds
for about 10 minutes, and then every five (5) seconds from that point until the scheduled Close.

Please note, however, that Order Imbalance Information publications are solely for informational purposes
and do not permit the submission of off-setting interest. Offsetting MOC/LOC interest may only be submitted,
as described in this memo, pursuant to an imbalance publication made by a DMM at 3:40 or 3:50 p.m. in
accordance with NYSE and NYSE Alternext Equities Rules 123C(1) and (2).

C. Printing the Closing Transaction

1. NYSE and NYSE Alternext Equities Rules 116.40 and 123C(3)

DMMs are reminded that the closing transaction must be printed consistent with NYSE and NYSE Alternext
Equities Rules 116.40 and 123C(3) and they must accurately reflect both the closing price and closing volume

when printing the closing transaction. 6 

Due to possible system latency, marketable orders entered into Exchange systems before 4:00 p.m. might
not be received at the post until after 4:00 p.m. These orders should be incorporated into the closing process,
just as non-MOC/LOC interest that is known at the post is factored into the imbalance and/or paired-amount
prints after 4:00 p.m.

2. Verbal Interest and e-Quotes at the Close

All interest, including verbal, e-Quoted, d-Quoted and Display Book interest, should be taken into account by
the DMM when formulating the Close. Interest priced better than the Close must be executed on the Close as
that interest is considered marketable. Interest limited to the closing price will be executed depending on the
availability of contra side interest.

Depending on whether it is marketable or not, verbal interest may be handled differently than e-Quoted
interest at the Close. Marketable verbal interest is included with all market and MOC interest at the Close,
while limited verbal interest and e-Quotes are on parity with limit orders. DMMs are reminded that verbal
interest from a Floor broker should be handled one of two ways: limited verbal interest should be entered into
the system as a manual e-Quote and DMMs may require a written order from the broker; marketable verbal
interest should be entered into the Closing template.

3. Orders to offset MOC/LOC imbalances at the Close to mitigate price disparity
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NYSE and NYSE Alternext Equities Rule 902 (Off Hours Trading Orders) provide for entry of orders after the
Close. Rule 902(a)(ii)(B) permits DMMs to include in the calculation of the Close legitimate market interest
that is willing to participate in the Close but did not enter an order into an Exchange system before the close
of the regular trading session at 4:00 p.m. Pursuant to the Rule, where the Close has not yet been printed
and a member, member organization or customer communicated an order at the post that would significantly
reduce the imbalance but the order was not entered prior to the scheduled 4:00 p.m. close, the DMM may
request that the order be executed in Crossing Session I. If the member, member organization or customer
agrees, the DMM may include this interest in offsetting an imbalance when setting the closing price and
increase DMM participation in the closing print to the extent of the new contra interest.

The DMM's use of this offsetting interest to minimize significant price dislocation on the Close will result in
a coupled order between the DMM and member, member organization or customer. The DMM must obtain
Floor Official approval if such a coupled order is to be executed immediately in Crossing Session I (rather
than at 5:00 p.m.). In this way the DMM will liquidate or cover the related dealer position, and the member,
member organization or customer will acquire the position.

NYSE and NYSE Alternext Equities Rule 902 may not be relied on for the entry of an order after the Close
when there is no MOC/LOC imbalance or when the imbalance would not result in volatility and/or price
dislocation. In addition, it cannot be used if the Close has already been printed.

V. Adequacy of Operations and Supervisory Staff

All members and member organizations, including DMMs, should ensure that both operational and
supervisory staffing on and around the December 19 Expiration Day will be sufficient to monitor and process
all orders, regardless of the form in which they are received, as well as to handle the increased workload
anticipated as a result of the quarterly rebalancing. All members and member organizations should also
review their systems to ensure that they have adequate capacity to handle the expected increase in volume.
For example, DMM firms should review their algorithms/API to ensure that they meet their obligations to
maintain a fair and orderly market. DMMs are reminded to seek the advice of a Floor Official regarding any
unusual situations as quickly as possible.

VI. Supervision

A. Review of Policies and Procedures

In view of increased automated order delivery, e-Quoting and automatic execution, NYSE Regulation is
advising members and member organizations to carefully review their procedures as well as their supervisory
systems for handling orders in connection with the December 19 Expiration Day. NYSE Regulation expects
members and member organizations to review their practices for handling orders at or near the Close,
particularly with respect to any orders where there is an on-close or other price guarantee for those securities
that are part of the quarterly rebalancing. Reviews should include both orders that are handled manually as
well as those orders that are handled systemically, such as orders that are handled by a computer algorithm.
In addition, members and member organizations should take all necessary steps to ensure that the relevant
trading and back-office staff are familiar with firm procedures for handling orders at or near the Close.

In addition, members and member organizations are reminded of their obligation to have adequate systems
and controls relating to the use of firm systems by correspondents or others, including usage of the
Exchanges' odd-lot systems. Please consult NYSE Information Memos 02-48 (November 7, 2002) and 07-60
(June 29, 2007) (both attached) for more information.

B. Adequacy of Compliance Program

Members and member organizations are also reminded to ensure that they have a robust compliance
program that includes adequate supervisory policies and procedures to monitor for compliance with NYSE
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and NYSE Alternext Equities Rule 123C and the guidance contained in this Information Memo. Those policies
and procedures must be adequate to ensure that all procedures related to MOC/LOC orders are appropriately
followed, and to detect and deter any actions that may violate NYSE, NYSE Alternext or SEC rules.

C. Due Diligence Requirements

Consistent with the requirements of NYSE and NYSE Alternext Equities Rule 405, before any at-the-close
order is transmitted to the Floor the member or member organization accepting the order must exercise due
diligence to learn the essential facts relative to the order, including the purpose and propriety of the at-the-
close instruction. In addition, an imbalance of orders at or near the Close, caused in part by the entry of such
orders, could lead to trading being halted in the security and such orders not receiving an execution.

D. Supervision to Prevent Improperly Affecting the Close

Members and member organizations must also ensure that their activity does not have the effect of artificially
impacting the closing price. As such, members, member organizations and compliance staff should be
mindful of the guidance issued in NYSE Information Memo 05-52 (August 1, 2005)(attached) regarding
VWAP trading at or near the Close, which addresses the responsibility for ensuring that trading strategies
engaged in to facilitate or hedge VWAP orders have an economic basis and do not have the effect of marking
the close or marking the value of a position.

Firms should review procedures utilized in connection with orders to be executed at or near the close with
their traders and other order-entry personnel. Firms should also review systemic order-entry functions
(e.g., algorithms or “smart servers”) for compliance with the provisions of this Information Memorandum.
Firms should also review the provisions of NYSE Information Memo 95-28 (July 10, 1995)(attached), which
discusses trading near the Close and activity that would constitute violations of NYSE and NYSE Alternext
Equities Rules, as well as federal securities laws.

In that connection, members and member organizations are reminded that, where a firm has committed to
purchase from (sell to) a customer an order at a price that is derived from the closing price (e.g., VWAP and
MOC orders) while also reserving a significant position of its hedging or covering transaction to be executed
at or near the Close, they must operate with substantial care. If the transaction is completed in a manner
that does not effectively place the firm at market risk or if the transaction does not provide an opportunity
for possible contra side interest to develop and/or react to the activity, it would raise manipulative concerns
and would operate as conduct inconsistent with just and equitable principles of trade. Members and member
organizations should consult NYSE Information Memo 05-52 for further guidance.

E. Compliance with Federal Securities Laws and Rules

In addition to complying with NYSE and NYSE Alternext rules and policies, members and member
organizations should review other applicable federal securities laws and regulations, including Section 9(a)(2)
of the Securities Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules. Firms must
ensure that they have adequate policies and procedures to detect, deter and prevent such potentially violative
conduct.

VII. Staff Contacts

Regulatory questions concerning this memorandum may be addressed to the following:

Patricia Bergholc, Director, On Floor Surveillance, at (212) 656-4948 Gordon Brown, Manager, On
Floor Surveillance, at (212) 656-5321 Michael Fryer, Director, Member Trading, at (212) 656-4656
Michael Matejczyk, Director, Member Trading, at (212) 656-4854 John Saxton, Director, Member
Trading, at (212) 656-2324 Andrew White, Director, Member Trading, at (212) 656-4498 or Carol
Krusik, Director, Member Education, at (212) 656-4597.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

833

http://researchhelp.cch.com/License_Agreement.htm


Operations questions concerning this memorandum may be addressed to the following:

Paul Bauccio, Vice President, Operations, at (212) 656-2929 Dennis Pallotta, Director, Operations, at
(212) 656-5236.

Questions may also be directed to OFSU via the White Phone or in person at their booth in the Garage.
Questions that are not time sensitive may also be submitted to Ask Market Surveillance. For information
about the Ask Market Surveillance system, refer to NYSE Member Education Bulletin 2006-3 (January 30,
2006)(attached), if you or your firm is not already a subscriber.

___________________________

John F. Malitzis

Executive Vice President

Market Surveillance

Attachments

Market Surveillance Division

Member Education Bulletin

#2003-8

NYSE

Date: August 4, 2003

To: All Floor Members

From: Market Surveillance Division

Re: PRINTING THE CLOSING TRANSACTION UNDER RULE 116.40 AND ELECTED ORDERS

In view of increased interest in trading at closing prices, questions have been raised concerning the
procedures for printing the closing transaction, what constitutes the electing volume at the close, and how to
print the executed portion of orders elected by the closing transaction.

The procedures for printing the closing transaction described below represent a change from former practice;
undated white index cards used for reference should be discarded. New reference cards will be distributed
and will be dated. The new procedures described in this Member Education Bulletin have been included in
the 2003 edition of the Floor Official Manual.

Stop orders and percentage orders are elected by the closing transaction. The closing transaction includes
the paired amount of MOC/LOC orders as well as the imbalance print, if any.

More than one print is sometimes required to report the closing transaction to the Consolidated Tape.

1. If there is an imbalance of MOC/LOC orders at the close, the first print reflects the size of the
imbalance, consistent with Exchange Rule 116.40.

2. If there are paired MOC/LOC orders, that amount prints next as stopped stock.
3. When stop orders or percentage orders have been elected on the close, the executed portion of

those orders would print last.

• Stop orders elected by the closing transaction should be filled in their entirety at the
closing price.

• Percentage orders, which are elected by the closing transaction, are not required to be
executed; however, when executed in whole or in part, they must receive the closing price.

Example:
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At the close the specialist is holding one 20,000-share stop order and three percentage orders which leave
15,000, 25,000 and 100,000 shares, respectively. These four orders may be elected on the close, depending
on the closing price.

The specialist closes the stock at $77.03 and instructs the trading assistant to report the following to the tape:

28,000 @ 77.03 The size of the MOC/LOC imbalance
500,000 @ 77.03 “stopped stock” Paired amount of MOC and marketable LOC orders
65,000 @ 77.03 20,000 for one stop order and 45,000 split among three

percentage orders, all elected on the close

In this example, the stop order was elected and filled. There is sufficient electing volume (528,000 shares)
to execute the leaves on all three percentage orders. However, due to lack of contra side liquidity, the
specialist determined to execute 15,000 shares on behalf of each percentage order. As a result, only one
of the percentage orders is filled, and the other two remain partially unexecuted. This example illustrates
an important difference between the types of orders which may be elected by the closing transaction. Stop
orders will be executed in their entirety, while percentage orders may remain unexecuted in whole or in part.

Should you have any questions, please call Rohan Prashad at (212) 656-6772 or John Gregoretti at (212)
656-6791.

______________________________

Regina C. Mysliwiec

Senior Vice President

Market Surveillance Division

Information Memo

Member Firm Regulation

New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005

NYSE

Number 02-48

November 7, 2002

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, CHIEF OPERATIONS OFFICER,
INTERNAL AUDIT, COMPLIANCE, LEGAL AND TRADING DEPARTMENTS

TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ELECTRONIC TRANSMISSION OF ORDERS

Recently there have been a number of instances where members or member organizations have submitted
orders to the Exchange in error via electronic order entry systems. These errors were the result of human
error or defective commercial or proprietary software systems used to submit DOT Orders to SIAC. The two
primary causes of the error transmissions were: (1) transmitting orders containing an incorrect quantity of
shares; and (2) inadvertently releasing files containing orders transmitted the previous day.

The purpose of this memo is to emphasize to members and member organizations their responsibilities
when utilizing electronic order routing systems. Please also see Information Memos Nos. 92-43, dated
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December 29, 1992, 92-15, dated May 28, 1992, and 89-6, dated January 25, 1989. Members and
member organizations are reminded of the regulatory requirements (internal control and written supervisory
procedures) and business practices (Know Your Customer) that must be adhered to when electronic order
entry systems are used.

SYSTEM CONTROLS MANDATORY

While electronic order entry systems can enhance members' or member organizations' ability to route and
execute orders, errors resulting from their use can result in increased market volatility and significant financial
risk and exposure to members and member organizations. Accordingly, all electronic order entry systems
must have written internal control and supervisory procedures, regardless of whether the member or member
organization is utilizing its own proprietary system or that of an outside vendor.

Electronic order entry systems, should, at a minimum, incorporate the following features: 1) controls that limit
use of the system to authorized persons/parties, 2) checks for validation of order accuracy, 3) established
limits and/or order prohibitors, to prevent orders exceeding preset credit and order size parameters from
being transmitted for execution, and 4) controls that monitor for duplication/retransmission of orders
previously transmitted for execution. When members or member organizations use a vendor's order entry
system, it is incumbent upon the member or member organization to ensure that the system has the requisite
controls in place and that the vendor's system complies with all Exchange audit trail requirements, including
Front End Systemic Capture (“FESC”) as required by Rule 123(e).

PROBLEMS RESULTING FROM SYSTEMS MAINTENANCE

Several of the recent errors occurred as the direct result of systems maintenance. Members and member
organizations must ensure that when software maintenance is being performed on their own electronic
order entry systems that safeguards are in place to prevent the inadvertent disabling of such systems or any
automated messaging systems that are used to alert firms as to problems with their order entry systems.
Further, such systems should be separated so that when maintenance is performed on one system it does
not impact or disable the other system. Similarly, members and member organizations are responsible to
ensure that such safeguards are in place for order entry systems of vendors or otherwise provided to or
utilized by correspondents and other third parties.

IMPROPER TESTING OF SYSTEMS PROHIBITED

The Exchange has recently become aware of instances where members and member organizations test their
systems' connectivity to the Exchange's systems by sending what purports to be an actual order, but one not
executable because of its terms (for example, sending an order to buy or sell 100 shares of a stock at $1,
when the stock is trading well outside that price), and immediately sending a cancellation of the order.

Any test of a member's or member organization's system connectivity to the Exchange must be performed
using the appropriate established testing procedures. Test messages should be clearly denoted as such and
should not be sent in the guise of an actual order.

PERMITTING USE BY CORRESPONDENTS AND OTHERS

Before a member or member organization grants correspondents or other parties, pursuant to carrying,
clearing or other arrangements, access to its (or a vendor's) electronic order routing system, it must ensure
that reasonable written control and supervisory procedures (that must include at a minimum the four features
enumerated under the subhead “System Controls Mandatory” on page one of this Memo) are in place, and
must obtain and maintain as part of its books and records a copy of such correspondent's written control
procedures as well as a written undertaking from the correspondent that it will abide by such procedures. In
addition, the correspondent must provide the member or member organization with written notification of any
significant changes to such procedures. As an alternative, the carrying or clearing member organization itself
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may establish the procedures by which a correspondent must abide and must obtain a written undertaking
from the correspondent that it will comply with such written procedures.

A member or member organization can also satisfy this requirement by using an electronic screen i.e., built-in
system checks, such as preset size and/or dollar limits, in its electronic order entry system.

DUE DILIGENCE OBLIGATIONS

Members and member organizations are also reminded of the requirements of Exchange Rule 405
(“Diligence as to Accounts”) also referred to as the “Know Your Customer” Rule, which provides, in part, that
members and member organizations must learn the essential facts relative to every customer and order. The
Rule's requirements are imposed on every customer order, regardless of the method or system used for their
receipt and transmission, including those routed via electronic trading systems.

Questions regarding this memo may be directed to your Finance Coordinator at the Exchange.

______________________________

Salvatore Pallante

Executive Vice President

Attachments

NYSE Regulation

Information Memo

Market Surveillance

NYSE Regulation, Inc. | 11 Wall Street

New York, NY 10005

nyse.com

Number 07-60

June 29, 2007

ATTENTION: CHIEF EXECUTIVE OFFICER, CHIEF OPERATIONS OFFICER, LEGAL AND COMPLIANCE
DEPARTMENTS

TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ODD-LOT ORDER REQUIREMENTS

*** Please Show to Your Compliance Officer ***

I. Purpose

The purpose of this Information Memo is to remind all members and member organizations of the NYSE
requirements governing use of the odd-lot system remain in effect and that odd-lot order activity must comply
with these requirements. Firms are warned that use of the odd-lot system in ways that are inconsistent with
traditional odd-lot investment activity is prohibited and violations will be pursued by the relevant regulatory
authority, including NYSE Regulation.

II. Background

The NYSE odd-lot system is intended to afford customers of members and member organizations an
inexpensive and efficient order execution system compatible with traditional odd-lot investing practices of
smaller individual, retail investors. NYSE Rules 124 and 411(b) set forth procedures and requirements for the

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

837

http://researchhelp.cch.com/License_Agreement.htm


proper execution and processing of odd-lot orders. From the inception of the NYSE odd-lot system, the NYSE
has required that the odd-lot system not be used as a professional trading vehicle, except as otherwise
provided in this Memo. For purposes of this Memo, a professional trading vehicle includes trading strategies
by professionals that would result in more than an incidental use of the odd-lot system.

III. Odd-Lot Order Handling and Prohibited Trading Practices

Use of the odd-lot system in ways that are inconsistent with traditional odd-lot investment activity or order
entry practices that are intended to circumvent the round lot market constitute abuses of the odd-lot system
and are prohibited. For example, members and member organizations are not permitted to engage in the
following conduct:

• Unbundling market or limit round-lots for the purpose of entering odd-lot orders in comparable
amounts;

• Failing to aggregate odd-lot orders into round-lots when such orders are for the same account or for
various accounts in which there is a common monetary interest/beneficial ownership interest (note
that the requirement to aggregate such orders applies to both market and limit orders);

• Entering both buy and sell odd-lot limit orders in the same stock before one of the orders is
executed, for the purpose of capturing the “spread” in the stock;

• Effecting prearranged or wash sales in odd-lots, which are trades in which an offer to buy is coupled
with an offer to sell back at the same or an advanced price (or the reverse). These trades are
violative because they are not actually exposed to the risk of the market. Whether a transaction
presents “market risk” is a facts and circumstances determination. As a general matter, however, in
order to be considered at the risk of the market, at the time of the first transaction there can be no
guarantee or assurance of the price of the second transaction. In addition, the time period between
the two transactions would not of itself determine whether the trading had been effected at the risk
of the market. Rather, such factors as the liquidity of the security and volume must be considered.
Prearranged or wash sales in odd-lots or partial round lots (“PRLs”) should not be used to create
a false or misleading appearance of more actual or apparent active trading in such security. Such
activity would violate SEC and NYSE anti-manipulation and anti-fraud rules, and other NYSE rules
including but not limited to just and equitable principals of trade and good business practices.

• Effecting prearranged or wash sales in the round-lot portion of a PRL for the purpose of effecting an
execution of the odd-lot portion of the PRL with no market risk and at a more favorable price than
market conditions would have otherwise permitted. For example, when the quote in XYZ is .05 - .15,
a customer simultaneously bids .06 for 199 shares and offers 100 shares at .06. This would cause
100 shares to execute at .06 (this would be a prohibited wash sale), which would in turn force the
specialist to sell to the customer the remaining 99 shares at .06, thereby generating a riskless odd-
lot trade at a better price for the odd-lot than the market at the time would have provided.

• Other types of trading activity in odd-lot orders or in PRLs that is not consistent with traditional odd-
lot investment activity, including index arbitrage, certain types of program trading, security classes
not usually involved in program trading (e.g., REITs, certain narrowly based structure products,
etc.), or any pattern of activity that would suggest day trading or is otherwise clearly suspicious
because it is inconsistent with traditional odd-lot investment activity.

It is also prohibited to enter a round-lot order to create a favorable execution price for odd-lot market or limit
orders pending execution in the odd-lot system.

Odd-lot limit orders may be entered as part of a program trade, provided such orders in the aggregate
constitute a relatively small part of the overall program. For example, the NYSE would consider a program
consisting primarily of odd-lot orders to be presumptively violative of NYSE Rules and policies since the use
of the odd-lot system would not be a “relatively small part” of the overall program.
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In determining whether trading involving odd-lots is violative, NYSE Regulation will consider, among other
factors, whether a strategy appears to intentionally utilize odd-lots for the purpose of accessing volume that
would not be available in the round-lot market. Accordingly, NYSE Regulation will consider whether a strategy
appears to be contingent on the use of odd-lots as opposed to round-lots, or seems to be structured in terms
of the size or timing of the orders so that an inappropriate large number of odd-lot orders results. The conduct
described above, in addition to the above cited rules, constitutes conduct inconsistent with just and equitable
principles of trade and possible violations of federal securities laws and will result in disciplinary action by
NYSE Regulation.

IV. Supervision

a. Supervision of Sponsored Participants

Members and member organizations must establish and enforce appropriate internal systems and controls to
monitor odd-lot activity by customers, whether the order is entered by the firm or whether the order is entered
by the customer directly using the firm's electronic order routing systems. Before granting access to its (or a
vendor's) electronic order routing system to correspondents or other parties pursuant to carrying, clearing, or
other arrangements, the member or member organization must assure that that such correspondents or other
sponsored participants has adequate policies and procedures, written controls and supervisory procedures,
and surveillances in place that are reasonably designed to detect improper activity and enforce compliance
with SEC and NYSE rules. Member firms' supervisory systems must be designed to assure compliance with
NYSE and SEC rules, and to monitor for inappropriate and manipulative conduct by their customers. At a very
minimum, NYSE Regulation expects member firms to have policies, procedures, systems and controls, and
surveillances to contemporaneously detect and deter the violations of NYSE and SEC rules, including but not
limited to, the practices outlined above.

In this regard, members and member organizations are reminded that in addition to their regular supervisory
duties under NYSE Rule 342, they also have an obligation under NYSE Rule 405 (the so-called “Know Your
Customer” rule), to use due diligence to learn the essential facts relative to every customer and every order.
The Rule's requirements apply to every customer order routed through electronic trading systems, including
the NYSE's odd-lot order service. For further information on requirements for electronic transmission of
orders, please refer to Information Memo 02-48.

Members and member organizations are responsible for all order activity effected through the use of their
own or their vendors' electronic order routing systems. Firms who fail to adequately monitor for compliance by
their customers may be subject to formal disciplinary action, including fines or the suspension or termination
of its ability to enter odd lot orders or sponsor customers entering odd lot orders over its electronic order

routing systems or other regulatory sanction as appropriate. 1 

b. Books and Records

All members and member organizations are reminded of their continuing obligation to accurately record
account type information in their audit trail reporting in accordance with NYSE Rule 130(d), and should be
aware that their obligation to provide accurate account type information in reporting program trading extends
to the incidental odd-lot portions of a program; failure to properly provide account type information may result
in disciplinary action against the firm. Therefore, members are advised to be especially diligent in their efforts
to ensure the accuracy of program trading-related audit trail information.

V. NYSE Regulation Staff Contacts

Questions concerning this Information Memo should be addressed to:

Clare F. Saperstein, Principal Rule Counsel, Market Surveillance, at (212) 656-2355 Douglas Witter,
Senior Special Counsel, Market Surveillance, at (212) 656-4875
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Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
Booth in the EBR. Questions that are not time sensitive may also be submitted to Ask Market Surveillance.
(For information about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3, which
was issued on January 30, 2006, if you or your firm is not already a subscriber.)

____________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Information Memo

Market Surveillance

NYSE

New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

Number 05-52

August 1, 2005

ATTENTION: TRADING DESKS, ORDER ROOMS, COMPLIANCE DIRECTORS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Member Obligations in Connection With Volume Weighted Average Price Transactions

I. Purpose of Memo

The purpose of this Information Memorandum is to alert members and member organizations to their
obligations in connection with Volume Weighted Average Price (“VWAP”) transactions. In addition, the
memorandum provides guidance to members and member organizations regarding the proper supervision of,
and where necessary, the disclosure of, potential conflicts of interest when handling or bidding for program
baskets. This memorandum is being issued in coordination with the NASD.

II. Types of VWAP Orders Covered

VWAP orders may include the following types:

• Guaranteed, in which the firm guarantees that the customer's order will be executed during
Crossing Sessions II or IV at that day's VWAP;

• Guaranteed Stop, in which the firm guarantees that the customer's order will be executed during
Crossing Session IV or in the OTC market at the VWAP or better;

• Best Efforts, in which the firm attempts during the course of the day to meet or beat the VWAP on
behalf of the customer, but does not guarantee the VWAP;

• Point-to-Point, in which the firm executes transactions at agreed-upon times during the trading day;
• Hybrid, in which the firm executes the customer's order during the trading day within an agreed-

upon range of VWAP (e.g., execution at VWAP between 10:00 a.m. and 1:00 p.m.; execution within
+/− 2.5% of VWAP); and

• Target, in which the firm executes a specified number of shares incrementally during the day as
close to VWAP as possible, but does not guarantee the VWAP.
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The restrictions and obligations described in this memorandum with respect to VWAP orders also apply to
blind-bid and risk-bid transactions in which the firm has submitted a bid in response to a client's solicitation
of interest in effecting a blind portfolio transaction, but has not yet been notified of the customer's decision to
award the transaction to the firm, and where the firm has been awarded the transaction.

III. Duties of Members and Member Organizations

Under Exchange Rules and Federal Securities Laws in Connection with VWAP Transactions

Members and member organizations are reminded that they have an obligation under Exchange rules and
the federal securities laws to execute customer VWAP orders in a manner that does not compromise the
customer's interests, and that does not advance the member's or member organization's own pecuniary
interests at the customer's expense. These obligations are triggered whenever the member or member
organization receives, or is aware that it is likely to receive, an order from a customer. In addition, in the
case of a blind-bid or risk-bid transaction, members and member organizations must consider whether the
information received in the solicitation is sufficiently specific to trigger duties and obligations under Exchange
rules and/or the federal securities laws prior to receiving the order. Once a member or member organization
knows, or has reason to know, the order details to a degree of confidence such that the member or member
organization could engage in targeted hedging or positioning activity without undue speculative risk, then
the duties and obligations described in this Information Memo attach as though the member or member
organization had actually received the order. Circumstances to consider in making this determination include,
among other factors, the type of order, the name of the security, the size of the order, the side of the market
(i.e., buy or sell), the weighting of a basket order, and the timing for completion of the order.

In connection with VWAP or similar transactions, a member or member organization may wish to engage
in facilitation trades or bona fide hedging in order to position itself to assume the risks associated with such
transactions. While such activities are not prohibited, members and member organizations should be aware
that these activities may conflict with the member or member organization's fiduciary duty to represent the
customer's order fairly. Accordingly, such activities must be conducted in accordance with Exchange Rule 92
and Information Memo 01-21 (“Limitations on Member's Trading Because of Customers' Orders”).

In particular, the Exchange deems it inconsistent with just and equitable principles of trade for a member
or member organization to use its knowledge of a VWAP order, blind-bid, or risk-bid transaction to trade
for its own account in a manner that would be a detriment to the customer. While each situation may be
unique, depending on the size of the transaction and the liquidity of the stock, such misconduct may include
unreasonably moving the market (i.e., moving the market in a manner that benefits a proprietary position and
disadvantages the customer, as opposed to movement of the market that naturally occurs based on the size
of the transaction and overall market conditions), creating the artificial appearance of demand or supply for
the security, or establishing artificially high or low prices through manipulative trading, increased quote activity

or entering proprietary orders near the close or when the VWAP order is executed. 1 

For example, to the extent that members or member organizations engage in bona fide hedging activity or
facilitation trades in connection with VWAP orders, one measure of whether they are adversely affecting the
customer's order is whether the member or member firms execute such transactions at a time or in a manner
that gives the market adequate time to interact with liquidity in the market. Particular care should be taken in
situations where a firm reserves a significant portion of its hedging or facilitation position for execution near
the close; if the transaction is completed in a manner that does not effectively place the firm at market risk, or
provide an opportunity for contra-side interest to develop or react to the firm's order, the firm's conduct may
constitute manipulation and be the subject of disciplinary action.

In addition, members and member organizations are reminded that when they engage in bona fide hedging or
facilitation trades in connection with VWAP orders, they remain subject to best execution requirements. The
Exchange and the Securities and Exchange Commission (“SEC”) will pursue instances where members or
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member firms may have manipulated or pre-conditioned the market in order to achieve a favorable execution
of a large customer order.

IV. Transactions that Are Not Restricted While in Possession of A VWAP or Similar Order

Information received by a member or member organization in connection with a VWAP order or a blind-bid
or risk-bid transaction does not affect the member or member organization's ability to trade in the following
situations:

• Execution of a prior customer order;
• Bona fide hedging activities that the member or member organization can demonstrate are

unrelated to the information supplied by the customer in connection with the VWAP order or blind
bid or risk bid solicitation;

• Execution of electronic trading system (i.e., “Black Box”) orders, provided that the member or
member organization does not have actual knowledge that a portion of the order has been sent to

the Exchange for execution; 2 
• Trades entered for the purpose of correcting a bona fide error;
• Odd-lot transactions executed to offset odd-lot orders that are not part of a blind-bid or risk-bid

transaction; and
• Trades effected by another aggregation unit within the firm (provided that the firm complies with the

terms the SEC's Reg SHO regarding aggregation units). 3 

V. Disclosure of Hedging Activity and Facilitation Trades

Members and member organizations should disclose to customers that they may engage in hedging activity

or facilitation trades prior to the receipt and/or execution of the customer's VWAP order. 4   Such disclosure
should be in the form of a periodic affirmative written notice that is provided to customers in advance of
trading (e.g., semiannually, quarterly or as often as is reasonable under the circumstances), and should be
reasonably calculated to provide customers with sufficient information from which the customer may discern
the firm's intentions.

Disclosure of potential hedging activity or facilitation trades does not create a safe harbor from manipulation
or best execution violations.

VI. Marking of VWAP Orders

The Exchange deems VWAP orders to be contractually either short or long (depending on the particulars
of the order). Accordingly, members and member organizations should mark VWAP orders as short (long)
for purposes of entering the order. Please note that in the event that a member or member organization is
short the securities underlying a VWAP sell order, the order should be marked “short” (or “short exempt”, if
applicable) even if the customer is long the subject securities.

Short VWAP orders should be executed in compliance with all applicable Exchange rules, SEC regulations
and federal securities laws governing short sales. Failure to accurately mark orders may result in disciplinary
action for failure to maintain proper books and records.

Members and member organizations should mark VWAP orders with a “P” account-type indicator for audit-
trail purposes.

VII. Supervision of VWAP Orders and Similar Transactions

Members and member organizations are required, pursuant to Exchange Rule 342, to ensure that they
have adequate policies and written procedures in place to detect, deter, and prevent the potentially violative
conduct described in this memo.
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In particular, firms should establish and maintain procedures reasonably designed to review facilitation and
hedging activities in connection with VWAP and blind-bid or risk-bid transactions, in order to ensure that such
activities comply with Exchange rules and federal securities laws. This includes procedures to ensure that
customers have received notice of any hedging or facilitation activity that could affect the customer's order,
and to minimize the dissemination of information about a customer's VWAP order or blind-bid or risk-bid
transaction, in order to ensure that such information is not used improperly to the customer's detriment. In
addition, steps must be taken to ensure that all terms of the VWAP arrangement and tranactions pursuant to
the arrangement are fully documented.

In addition, members and member organizations must ensure that trading strategies engaged in to facilitate
or hedge VWAP orders have an economic basis and do not have the effect of marking the close or marking
the value of a position. Firms should also periodically evaluate the performance of electronic trading systems
(i.e., “Black Box” systems) to ensure that changing market conditions do not result in a manipulative impact
on the market or otherwise result in improper market dislocation, whether intentionally or unintentionally.

Questions regarding the above may be directed to John Kroog, Director, Market Trading Analysis, Market
Surveillance Division at (212) 656-6532, or Daniel M. Labovitz, Director, Rule Interpretation & Member
Education, Market Surveillance Division at (212) 656-2081.

________________________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Information Memo

Market Surveillance

NYSE

New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

Number 95-28

July 10, 1995

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Positioning to Facilitate Customer Orders

The purpose of this memorandum is to present the Exchange's view of various trading strategies employed
by member organizations to facilitate customer stock or program orders. Although it is not possible to provide
an all-inclusive discussion of these strategies, the Exchange believes it is important to describe the kind of
activity which would be inconsistent with just and equitable principles of trade.

A member organization “A” commits to sell (buy) securities after the close to (from) a customer at the closing
price on the Exchange. To position itself to facilitate this transaction, “A” buys (sells) the stock(s) throughout
the day in a proprietary account, assuming the risk of the market. In order to reduce the risk of the proprietary
position it is assuming during the day, “A” leaves a portion of the position to be executed at the close. If
the size of the transaction(s) “A” intends to execute at the close can reasonably be expected to impact the
closing price(s), “A” should not buy (sell) any stock related to that position near the close. (“:A” would not be
precluded from entering proprietary market-on-close orders for execution in the closing transaction, if “A”
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is not representing any proprietary orders near the closing transaction). What constitutes “near the close”
depends upon the degree of risk which can reasonably be attributed to the position established by that trade
versus the reasonably anticipated impact the trade at the close will have on the closing price. While each
situation may be unique, depending upon the size of the transaction and the liquidity of the stock, generally
traded executed after 3:40 p.m. would be considered “near the close.” Engaging in such transactions for
the firm's proprietary account would be conducted inconsistent with just and equitable principles of trade.
However, “A” would not be precluded from executing the customer's order on an agency basis at any time,
including at or near the close. It should be recognized, however, that this does not preclude the Exchange
from determining that such activity may be a violation of the anti-manipulative provisions of the Securities
Exchange Act of 1934 or Exchange rules.

Similarly, intra-day, it would be conduct inconsistent with just and equitable principles of trade for a member
organization to effect any transactions in a stock while knowing of the imminent execution of a block, in order
to subsequently liquidate the position by (over) participating on the contra-side of the block transaction. For
example, if “A” knows a block will be bought one-quarter of a point up from the current market, “A” should not
buy stock to subsequently sell into the block transaction at the higher price.

In addition, it would be conduct inconsistent with just and equitable principles of trade for any person to
disclose to any other person trading strategies or customers' orders for the purpose of that person taking
advantage of the information for personal benefit or for the benefit of the member organization. This does not,
however, preclude a member organization from soliciting interest to trade with the contra side of a block in the
normal course of engaging in block facilitation activities.

Member organizations are required to establish and maintain procedures reasonably designed to review
facilitation activities for compliance with Exchange rules and federal securities laws. Member organizations
must ensure that trading strategies engaged in by their proprietary traders to facilitate customers' orders
have an economic basis and are not engaged in to mark the closing price or to mark the value of a position.
In addition, before any at-the-close customer order is transmitted to the Floor, the member organization
accepting the order must exercise due diligence to learn the essential facts relative to the order, including
the purpose and propriety of the at-the-close instructions, particularly when it has knowledge of other orders
executed for the customer's account during the day.

Questions regarding the above may be directed to Agnes Gautier at (212) 656-4608.

________________________________________

Robert J. McSweeney

Senior Vice President

Market Surveillance Division

Member Education Bulletin

2006-3

NYSE

Date: January 30, 2006

To: All Member, Member Organizations, Legal and Compliance Officers

From: Market Surveillance Division

Re: “ASK MARKET SURVEILLANCE” - NEW SOFTWARE SYSTEM BEING RELEASED MID-FEBRUARY,
2006

NYSE Regulation is pleased to announce the release of “Ask Market Surveillance”, a computer-based legal
research tool. The software application, which will be made available to Floor members and Floor member
organizations (and their Floor staff and Legal and Compliance Departments), will be available beginning in
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mid-February, 2006. Details on signing up and gaining access to Ask Market Surveillance begin on Page 2 of
this Member Education Bulletin.

Ask Market Surveillance is an exciting new tool that combines two principal capabilities into one application:

• Easily and efficiently locate online interpretive guidance on NYSE trading rules; and
• Request targeted interpretive guidance directly from NYSE Regulation's Market Surveillance

Division.

Find Interpretive Guidance Quickly and Easily

To assist in locating relevant material, Ask Market Surveillance offers users a powerful search engine that
simultaneously combs the various published interpretive materials maintained by the Exchange including:

• Constitution and Rules
• Information Memos
• Member Education Bulletins
• Floor Official Manual
• Hearing Panel Decisions
• Previously-asked Questions and Answers.

Relevant search results are returned in an easy-to-navigate table format. To view a document, users simply
click on items in the results list. Documents can be printed directly from the system to any of the users'
attached or networked printers.

If the original search results are too broad, the application lets users drill down within those results to locate
more specific items. The system will save the users' search parameters so that users can easily re-run
previous searches with a single click.

Pose Interpretive Questions to Market Surveillance Division Staff

Not every interpretive question can be answered by existing interpretive materials. That's why Ask Market
Surveillance permits users to submit interpretive questions to Market Surveillance Division staff, who will
research them and provide answers as quickly as possible. The turnaround time for any particular request will
vary depending on the complexity of the question.

Questions that are posed and responded to in the system may be published in the Ask Market Surveillance
database as a way to make the information available to all users online. Information that could identify
submitters or their affiliations will be removed before questions and answers are published.

Please note that because answers cannot be provided in real time, users should continue to bring time-
sensitive questions directly to Market Surveillance Division personnel in person on the Floor or via telephone.
Staff will work with the user to find a more immediate answer, which may then be entered into Ask Market
Surveillance by the responding staff person.

Other Key Features of Ask Market Surveillance

Ask Market Surveillance incorporates a number of additional features that make it easy to use.

• “Hot Topics”: Through its “Hot Topics” feature, Ask Market Surveillance can help users keep abreast
of new and amended rules, recent publications by the Market Surveillance Division and questions
frequently raised with the Division.

• Email Notifications: Users don't need to manually check the status of their inquiries - instead, the
system will generate emails to users letting them know when their questions have been answered,
or inviting them to provide additional information necessary to answer a question.
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• Special Notices: When users log on, Ask Market Surveillance presents an initial window that will
alert them to new developments, the addition of new “Hot Topics” and other system news.

• Availability from the Floor: Member Organizations who have access to the Electronic Filing Platform
(EFP) from the Floor will be able to access Ask Market Surveillance directly from the Floor.

• Availability from Upstairs Compliance Offices: Access to Ask Market Surveillance will be
via the internet-based EFP, to which most member organizations already have access.
Questions regarding the EFP should be directed to Harry Mousmoules at (212) 656-4337 or
hmousmoules@nyse.com.

Signing Up for Ask Market Surveillance

Members and Member organizations who are interested in signing up for Ask Market Surveillance are asked
to follow the procedure described below.

1. Designate a single point-of-contact. In order to facilitate the signing up of new accounts, we ask
that the chief compliance officers at member organizations identify eligible staff (i.e., Floor personnel
and legal and compliance personnel involved in Floor-related activities) who should have access to
Ask Market Surveillance.

The chief compliance officer or a designated individual will be responsible for certifying that users
are eligible participants, and for keeping all user information up-to-date.

2. Register your organization's users. The chief compliance officer or a designated individual
should provide a list of persons (first name and last name) approved by the member or member
organization to use the system, along with each individual's business e-mail address to
askmarketsurveillance@nyse.com. Please note that only the designated point person will be able
to set up new accounts for that member organization. As noted above, at the outset, Ask Market
Surveillance is intended for personnel whose functions are related to trading on the Floor of the
Exchange, and we request that only those individuals be registered as users. Once the account has
been activated, the individual users will be advised by e-mail.

Using Ask Market Surveillance

Ask Market Surveillance was designed to be an intuitive system so that users can begin using the system
without formal training. New users will receive a “Quick Reference Card” via email when they are registered,
which should answer most questions that they may have. The Quick Reference Card will also direct users on
how to obtain additional assistance if necessary.

Members and member organizations are reminded that Ask Market Surveillance is intended to provide rule
interpretation guidance only from NYSE Regulation's Market Surveillance Division. We will make every effort
to route non-Market Surveillance questions to the appropriate Exchange staff for resolution.

To facilitate the process of responding to inquiries, we ask that questions sent to Ask Market Surveillance
be reasonably focused and provide all information necessary to answer the question. If a question is
incomplete or unclear, a Market Surveillance staff person may find it necessary to reach out to a user for
more information or clarification, which will delay your response. In the event that clarifications are required,
users will receive an e-mail from the system. For your convenience, the email will contain a clickable link to
the relevant screen on the system.

General Contacts

If you have questions about Ask Market Surveillance, please direct them to:

Question regarding system functionality and database content:

Daniel Labovitz, Director, Market Surveillance, (212) 656-2081; or
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Carol Krusik, Director, Market Surveillance, (212) 656-4597

Questions regarding signing up for Ask Market Surveillance:

Wendy Lugo, Analyst, Market Surveillance, (212) 656-5819

________________________________________

Robert A. Marchman

Executive Vice President

Market Surveillance Division

Imbalance Publications and MOC/LOC Order Entry
 

Time DMMs Brokers and Traders
 

3:00 p.m.-
3:40 p.m.

▪ May publish informational
imbalance with prior Floor Official
approval.

▪ May enter MOC/LOC orders
on either side regardless
of informational imbalance
publication.

▪ May cancel MOC/LOC orders for
any reason.

 

3:40 p.m.-
3:50 p.m.

▪ Must publish imbalances greater
than 50,000 shares.

▪ May enter MOC/LOC orders only
to offset imbalances.

▪ Must update any informational
imbalances published earlier:

▪ May not cancel MOC/LOC orders
except to correct order entry error.

○ if there is an imbalance
greater than 50,000 shares;

○ if there is any other
“significant” imbalance;

○ or publish “no imbalance”.
▪ May publish any other “significant”

imbalance of any size (e.g.
less than 50,000 shares but
significantly greater than the
average daily volume for the
stock) with prior Floor Official
approval.

 

3:50 p.m.-
4:00 p.m.

▪ Must update any 3:40 p.m.
publications:

▪ May enter MOC/LOC orders only
to offset imbalances.

○ if there is an imbalance
greater than 50,000 shares;

▪ No cancellations of MOC/LOC
orders for any reason.

○ if there is any other
“significant” imbalance;

○ or publish “no imbalance” if
less than 50,000 shares.

▪ Subject to Floor Official approval,
should publish a “significant”
imbalance at 3:50 p.m. even
where there was no publication at
3:40 p.m.

▪ May publish any other “significant”
imbalance of any size with prior
Floor Official approval.
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Footnotes

1  See also NYSE and NYSE Alternext Equities Rule 123C(7) for Expiration Day auxiliary procedures for
the integration of orders related to expiring index contracts into the Exchanges' opening procedures.

2  See Section IV. B. of this memo for more information.
3  In the event of a regulatory halt, MOC/LOC orders may be entered or canceled up to 3:50 p.m. or until

the stock reopens, whichever occurs first. See NYSE and NYSE Alternext Equities Rules 123C(1) and
(2).

4  Imbalance publications include both MOC and marketable LOC orders (based on the last sale price at
the time the publication is made). See NYSE and NYSE Alternext Equities Rule 123C(5).

5  Floor Official approvals to publish informational imbalances should be recorded on the Floor Official
Approval form under Item 12 ("Consultation/Other"). Members should state the proposed imbalance
information and note any other relevant information (e.g. ADTV, size, degree of impact) in connection
with the request.

6  See also NYSE Member Education Bulletin 2003-8 (August 4, 2003)(attached). The only change in the
procedure since publication of the MEB relates to stop orders. Currently, all stop orders that are elected
based on the closing price are automatically and systemically converted to market orders and included
in the total number of MOC orders to be executed at the close. As a result of the next generation of the
Exchange's new market model, members and member organizations are reminded that, when arranging
the Close, they may not use the Display Book system in an inappropriate manner designed to discover
information about unelected stop orders.

1  NYSE Regulation has recently imposed formal disciplinary sanctions and significant fines for odd-lot
trading violations, which are described in Hearing Panel Decisions 07-10, 06-160, 06-171, and 06-192
and posted on NYSE.com.

1  In connection with contemplated hedging and facilitation trades, members and member organizations
should review Information Memo 95-28 ("Positioning to Facilitate Customer Orders") for further
discussion of conduct that the Exchange deems to be inconsistent with just and equitable principles of
trade. In addition, this Information Memo is not intended to set out all possible violations that may occur
in connection with VWAP transactions; members and member organizations should be aware that the
conduct described may also violate other Exchange rules or federal securities laws.

2  See Information Memo 01-21.
3  17 C.F.R. § 240.200(f)
4  Members and member organizations are encouraged to review a Final Notice of the United Kingdom's

Financial Services Authority ("FSA"), dated March 18, 2004, involving program trading by Morgan
Grenfell & Co. Ltd. In that case, Morgan Grenfell made a blind bid for a customer's program trade, and
at the same time, began hedging against probable risks from the trade. Ultimately, the firm's hedging
activities moved the market in certain of the securities involved. The FSA found that Morgan Grenfell
had not adequately disclosed its proprietary trading in advance of the customer's acceptance of the
blind bid, and therefore had a conflict of interest with its client. The FSA fined the firm £190,000, and the
firm reimbursed the customer for the increased price of those securities. A copy of the Final Notice is
available on the FSA's website at http://www.fsa.gov.uk/pubs/final/m-grenfell_18mar04.pdf.
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December 15, 2008

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: EXTENSION OF DEADLINE FOR NEW PROGRAM TRADING REPORTING OBLIGATIONS

The purpose of this Information Memo is to advise members and member organizations that the deadline
for firms to revise the trade reporting obligations with respect to certain Program Trading account type
codes has been extended to June 30, 2009 in order to address concerns raised by member firms regarding
technological and implementation issues pertaining to account types “J” and “K.” In light of these concerns,
NYSE Regulation Division of Market Surveillance (“MKS”) is reviewing the implementation of the amendment
of the J and K account identifiers in connection with other program trading system obligations, such as Daily
Program Trade Report (“DPTR”).

Member organizations are further advised that firms have until February 1, 2009, if they have not already
done so, to remove the $1 million dollar threshold for a Program Trade and to revise their trade reporting
accordingly.

Questions regarding this Information Memo and any questions regarding program trading may be directed to:

Aleksandra Radakovic, Managing Director, Market Surveillance, at (212) 656-4144 Michael Graham, Director,
Market Surveillance, at (212) 656-4519

___________________________

John F. Malitzis

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.
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December 1, 2008

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENT NYSE RULE 62 - MINIMUM PRICE VARIATION FOR ORDERS AND
QUOTATIONS IN SECURITIES PRICED BELOW $1.00

The purpose of this Information Memo is to advise members and member organizations that effective
December 1, 2008, the minimum price variation for orders and quotations in equity securities that are priced
below $1.00 per share on the New York Stock Exchange LLC (“Exchange” or “NYSE”) is $0.0001, pursuant
to amended NYSE Rule 62 (“Variations”), which enables the Exchange to accept orders in sub-penny
increments for those securities.

Background

Prior to the amendment described herein, the minimum price variation on the Exchange for securities priced
at $99,999 and below was one cent ($.01) and $.10 (ten cents) for securities priced at $100,000 and above
pursuant to NYSE Rule 62.

SEC Rule 612 of Regulation NMS (17 CFR §242.612) permits markets to accept, rank and display orders and
quotations priced less than $1.00 per share in a minimum pricing increment of $0.0001.

In order for the Exchange to accept orders in sub-penny increments for equity securities that are priced below
$1.00 per share the provisions of NYSE Rule 62 are being made consistent with the provisions of SEC Rule
612.

Amendments to NYSE Rule 62

Pursuant to the amendment of NYSE Rule 62, the minimum price variation for orders and quotations in equity
securities on the Exchange below a $1.00 will be $0.0001. Specifically, the Exchange amended .10 under
Supplementary Material of NYSE Rule 62 to provide the following table:

 

Price of Order or Interest Minimum Price Variation
 

Less than $1.00 $.0001
 

$1.00 - 99,999.99 $.01
 

$100,000 and greater $.10
 

Further, pursuant to amended .20 under Supplementary Material of NYSE Rule 62, when an order is received
on the NYSE that contains a sub-penny component, the Exchange will round the bid price down to the next
round penny and round any offer price up to the next round penny. The order will be sent to NYSE trading
systems and the Consolidated Quotation System with the rounded price. The rounded price assigned to the
order or quotation is used for all order handling purposes including routing and execution.

IV. Staff Contacts

Questions regarding the operational procedures described in this Information Memo should be directed to:

Paul Bauccio, Vice President, Operations, at (212) 656-2929.

Regulatory questions regarding this Information Memo should be addressed to:

Deanna Logan, Managing Director, Office of General Counsel, at (212) 656-2389.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

850

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P08-63%2909013e2c855b3cc4?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
booth in the Garage. Questions that are not time sensitive may also be submitted to Ask Market Surveillance.
(For information about the Ask Market Surveillance System, refer to Member Education Bulletin 2006-3,
which was issued on January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

Richard Ketchum

Chief Executive Officer

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
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December 1, 2008

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, OPERATIONS, TECHNOLOGY,
COMPLIANCE AND LEGAL DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: UPDATED ORDER TRACKING SYSTEM TECHNICAL SPECIFICATIONS FOR EXCHANGE
RULES 132B AND 132C

I. Purpose

The purpose of this Information Memorandum is to notify all members and member organizations of the
availability of updated Order Tracking System (“OTS”) technical specifications, which must be adopted for
firms to meet the order tracking and reporting requirements of NYSE Rules 132B and 132C.

II. Background

In compliance with New York Stock Exchange Rules 132B and 132C, members and member organizations
are required to electronically record and retain certain order and order handling information for Exchange-
listed securities. Upon NYSE Regulation request, firms must submit specified order data in an electronic
format in accordance with published Order Tracking System Specifications.

III. Updated OTS Specifications

Recently, the NYSE marketplace has gone through significant market structure changes including the
addition of new NYSE trading facilities and order types. NYSE Regulation has instituted corresponding
changes reflecting these new order types and trading facilities in the updated OTS technical specifications.

The updated technical specifications for the Order Tracking System are available for review and
implementation at http://www.nyse.com/techspecs.

To ensure compliance with NYSE Rules 132B and 132C, members and member organizations must make
the necessary changes to their systems to comply with the execution report requirements no later than March
31, 2009.

As a result of these new technical specifications, the previously stated February 1, 2009, NYSE Alternext
member deadline for OTS compliance, provided in Information Memorandum 2008-44, has been extended.
All NYSE Alternext firms must be compliant with OTS reporting requirements on March 31, 2009. NYSE
Alternext firms are being provided with the extended grace period with the understanding that in the interim
period NYSE Alternext order information and trade details must be in a readily accessible alternative format,
such as order tickets.

IV. Staff Contacts

If you have any additional questions pertaining to the new OTS technical specifications reporting
requirements contact Alexander Razdolski, Director, NYSE Market Surveillance, at (212) 656-4435 or Nick
Maslavets, Director, at (212) 656-4415. For technical assistance with reporting, please contact Scott Menkes,
Managing Director in Regulatory Systems, at smenkes@nyx.com.

___________________________
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John F. Malitzis

Executive Vice President

Market Surveillance
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December 1, 2008

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, OPERATIONS, TECHNOLOGY,
COMPLIANCE AND LEGAL DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: PUBLICATION OF NYSE ALTERNEXT US LLC (“NYSE ALTERNEXT”) REGULATION SHO
THRESHOLD LIST TRANSFERRED TO NYSE.COM

I. Purpose

The purpose of this Information Memorandum is to notify all members and member organizations that
beginning on December 1, 2008, New York Stock Exchange Regulation, Inc. (“NYSER”) will publish and
maintain the NYSE Alternext securities Regulation SHO threshold list.

II. Background

Regulation SHO requires that a self-regulatory organization (“SRO”) disseminate a list of threshold securities
to its members on a daily basis. In accordance with Regulation SHO, a threshold securities list should include
any equity securities with an aggregate fail to deliver position for five consecutive settlement days at a
registered clearing agency of 10,000 shares or more, and that is equal to at least 0.5% of the issue's total
shares outstanding.

NYSE Alternext currently publishes its own threshold securities list on a daily basis.

III. NYSER Publication of NYSE Alternext Threshold List

As a result of the relocation of trading in NYSE Alternext listed equity securities to New York Stock
Exchange facilities at 11 Wall Street, NYSER will now assume responsibility for publication of the NYSE
Alternext Regulation SHO Threshold List . In compliance with Regulation SHO, on a daily basis NYSER
will disseminate the list by midnight containing the next trading day's threshold securities. The list will be
maintained on the NYSE Alternext Regulation webpage on NYSE.com. It can be accessed by clicking on
the “Regulation” tab and subsequently clicking the link to “NYSE Alternext US.” The list is available there
under the “Regulation SHO - Threshold Securities” link. Additionally, a shortcut is available using http://
www.nyse.com/thresholdalternext.

NYSER's initial publication of the threshold list for NYSE Alternext listed threshold securities will be Friday,
November 28, 2008, and will be applicable to trading on December 1, 2008. The timing of this initial
publication is in conjunction with the relocation of NYSE Alternext listed equities to New York Stock Exchange
trading facilities on the same date.

For a two week phase-in period, the list will continue to be available at the current http and FTP links to allow
members time to update their automated processes. It is important to note that the name of the threshold file
will be changing from AMEXthyyyymmdd.txt to ALTERNEXTthyyyymmdd.txt (where yyyymmdd is replaced
with the date, such as 20081128). The naming convention for the files will change December 1, 2008,
however, matching files under the old naming convention will also be available for use through December 12,
2008. In addition, within the file, the field “Market Center” will be changed from “Amex” to “Alternext US” in
both files.
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The list will continue to be available at these links only until Friday, December 12, 2008, after which date they
will no longer be updated. Additionally, after December12, 2008, the list will no longer be available for FTP
transfer.

The links to the current locations, which will be available during the phase in period, are:

http://www.amex.com/amextrader/tradingData/data/RegSHO/daily/AMEXthyyyymmdd.txt

ftp://ftp.amex.com/amextrader/tradingData/data/RegSHO/Daily/AMEXthyyyymmdd.txt

New York Stock Exchange Regulation's initial publication of the threshold list for NYSE Alternext listed
threshold securities will be Friday, November 28, 2008, and will be applicable to trading on December 1,
2008. The timing of this initial publication is in conjunction with the relocation of NYSE Alternext listed equities
to New York Stock Exchange trading facilities on the same date.

IV. Staff Contacts

Any questions pertaining to publication of the Regulation SHO Threshold List for NYSE Alternext listed
securities should be addressed to:

Alexander Aronov, Manager, Member Trading, at (212) 656-4570

Alexander Razdolski, Director, Member Trading, at (212) 656-4435

Nick Maslavets, Director, Member Trading, at (212) 656-4415

For technical/connectivity Customer Support, contact our connectivity helpdesk at connectivity@nyx.com or
by calling 1-888-689-7739.

___________________________

John F. Malitzis

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.
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November 26, 2008

   TO: ALL MEMBERS, MEMBER ORGANIZATIONS, AND COMPLIANCE OFFICERS

SUBJECT: REVISED - Reminder: Reporting Requirements Related to Planned Transfer of Equities
Operations to NYSE Alternext US LLC

This Is Being Issued Jointly By NYSE Alternext US and NYSE Regulation, Inc.

NOTE: This Information Memo revises and supersedes the previously-issued Information Memo 08-59, dated
November 25, 2008, as the Order Tracking System (“OTS') compliance date - further described in the OTS
section below - is extended until March 31, 2009.

Purpose

The purpose of this Notice is to update and reiterate the reporting requirements previously disseminated
via NYSE Information Memo 08-44, and NYSE Alternext Regulatory Notice 2008-38. Those publications
notified all members and member organizations that, in connection with the planned relocation of NYSE
Alternext (“Alternext”) equities trading to NYSE Alternext Trading Systems and facilities located at 11 Wall
Street, all Alternext members and member organizations that trade in Alternext listed equities including
“upstairs” member organizations which trade electronically on Alternext, and are planning on relocating
equities operations to NYSE Alternext Trading Systems, will be required to make certain submissions
pursuant to applicable regulatory requirements upon relocation to the NYSE Alternext Trading Systems. The
requirements described below are applicable to equities and exclude Exchange Traded Funds and other
structured products (“ETFs”) and options, which will transfer to NYSE Arca.

Please pay particular attention to the guidance provided in the DMM Equity Trading Reporting section and the
NYSE Alternext Form 121 and SS20 Reporting section as this guidance has changed. In addition, as noted
above, the OTS compliance date is now extended until March 31, 2009.

Background

On October 1, 2008, NYSE Euronext completed its acquisition of the American Stock Exchange(R). On
December 1, 2008, NYSE Alternext US equities trading currently conducted on trading systems at 86
Trinity Place, will be relocated to the NYSE Alternext US Trading Systems and facilities located at 11 Wall
Street. In addition, with the Securities and Exchange Commission's (“SEC”) approval, has adopt rules that
are virtually identical to current NYSE rules applicable to the NYSE Hybrid Market sm governing equities

trading, since such rules reflect the market structure and features of the NYSE Alternext Trading Systems. 1

   See SR-Amex-2008-63, which sets forth the rule changes applicable to equities trading and other related
requirements, as well as SR-Amex-2008-62 with respect to other rule changes applicable to Alternext
members and member organizations.

Although NYSE Alternext and the NYSE will share certain facilities and the NYSE Alternext rules are
extremely similar to the current NYSE rules, NYSE Alternext and NYSE will act as two independent
exchanges. Additionally, these two exchanges will have two distinct SROs. NYSE Alternext members and
member organizations will be obligated to meet a variety of reporting and other regulatory requirements
specified in the equities trading rules. Key aspects of these requirements are described in this Notice.
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Alternext members and member firms with a Floor presence will be prohibited from trading on NYSE
Alternext US Trading Systems if they have not previously submitted written supervisory procedures
to FINRA Please see Amex Notice REG 2008-28 and 2008-34 for more details.

Discussion

The following information only highlights major equities-related regulatory requirements for the benefit of
prospective NYSE Alternext members and member organizations. This information does not encompass
all members' and member organizations' obligations or responsibilities under NYSE Alternext rules and/
or federal securities laws. It is the responsibility of all members and member organizations to be familiar
and comply with all applicable NYSE Alternext rules and federal securities rules and regulations. Unless
otherwise indicated within the individual sections, prospective NYSE Alternext equity members and
member organizations must be compliant with the below requirements prior to the actual relocation
date, which is scheduled for December 1, 2008.

Front End System Capture (“FESC”)

FESC reporting will be required immediately upon relocation to NYSE Alternext. NYSE Alternext Rules
123(e) and (f) require that Floor members submit order information in the FESC database before the orders
are represented on the Floor, and also requires all reports of execution related to such orders be reported
through FESC. Additionally, Rule 123 (Record of Orders) requires that specific data elements be recorded
when an order is entered, and the related execution is reported. Further, NYSE Alternext Rule 130(c) and
(c)(ii) requires that transactions executed on NYSE Alternext must be compared or closed out by the day
following the execution, and that each party to the transaction must submit trade data to “such facility that the
Exchange may develop and implement to facilitate comparison of transactions effected on the Exchange.”

To ensure compliance with the FESC requirements, member organizations should thoroughly review the
requirements of NYSE Alternext Rule 123 and Rule 130 in conjunction with the relevant previous NYSE
Information Memos including, but not limited to, Information Memos 05-13, 06-67, and 08-31. These
Information Memos provide the programming requirements for all proprietary or vendor-provided order
management systems. Additionally, they provide guidance related to the entry of orders and reports of
execution into the FESC database to ensure compliance as required by the Rule. For additional information
on FESC reporting, please contact John Saxton, Director, NYSE Market Surveillance, at (212) 656-2324.

Error Tracking

The NYSE Alternext error and erroneous reports rules (NYSE Alternext Rules 134 and 411(a), respectively)
add to and differ from the old AMEX rules. NYSE Alternext Rule 134 (Differences and Omissions - Cleared
Transactions) and NYSE Rule 411(a) (Erroneous Reports) require or permit Floor brokers to use their error
accounts in certain instances. NYSE Alternext Rule 134(d) requires an error account devoted solely to Floor-

based trading where applicable. 2 

Member organizations operating under the provisions of NYSE Alternext Rule 134 are required to create error
records contemporaneous to the error. These records must be signed, time stamped and include supporting
documentation. Such records shall include the audit trail data elements prescribed in Rule 132, as well as
the nature and amount of the error, the means whereby the member resolved the error with the member
or member organization that cleared the trade on the member's behalf, the aggregate amount of liability
that the member has incurred and has outstanding, as of the time each such error trade entry is recorded,
and such other information as may from time to time be required. A mandatory Error Account Detail Log
must be used in meeting these requirements. Please see NYSE Information Memo 06-63 for more details
regarding the Error Account Detail Log. When a not held order remains unexecuted in whole or in part due to
the order being lost or misplaced, or as a result of a system malfunction, applicable records and supporting
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documentation must be submitted prior to the opening of trading on the Floor on the next trade date following
discovery of the error.

NYSE Alternext Rule 411(a) relates to erroneous reports and applies irrespective of whether the error trade
was the result of an automatic or an auction market execution. In certain instances, non-members who
receive erroneous reports as to price do not have to accept a corrected report if all of the following conditions
are met: (i) the price and size of the erroneous report are within the price and size range of the Consolidated
Tape, (ii) the Floor broker reports the nature of the error to the non-member and whether it was favorable or
not, and (iii) the member documents on a trade-by-trade basis, the name of the individual authorized to reject
the erroneous report and whether it was in the non-member's favor.

In addition, among other things, in the case of not held orders where the Floor broker executed in the wrong
security, at the wrong price or on the wrong side of the market, but issued a report in the correct security,
within the price instructions or on the correct side of the market, respectively, the NYSE Alternext Rule 411(a)
allows the erroneous report to stand regardless of whether the customer to whom the report was issued was
a member or non-member. In this instance, the following conditions must be met: (i) the price and size of the
erroneous report were within the range of prices and sizes in the specified security reported to the NYSE
Alternext portion of the Consolidated Tape on the day in which the order was executed, (ii) the Floor broker
reports the error to the customer, including whether the error was favorable or unfavorable to the customer,
and (iii) the Floor broker documents on a trade-by-trade basis, the name of the individual authorized to accept
the erroneous report for the customer, the amount of the error, and whether it was in the customer's favor.

To better understand what constitutes an error and to ensure compliance with error reporting requirements,
member organizations should thoroughly review the text of these rules in conjunction with the relevant
previous NYSE Information Memos including, but not limited to, NYSE Information Memo 07-72. For
additional information, please contact Patricia Bergholc, Director, NYSE Market Surveillance, at (212)
656-4948, or Michael Matejczyk, Director, NYSE Market Surveillance, at (212) 656-4854.

DMM Equity Trading Reporting

The NYSE Alternext Rule 104A.50 requires every Designated Market Maker (“DMM”) to keep a record of
purchases and sales initiated on the Floor in the DMM's registered stocks for an account in which the DMM
has an interest. Additionally, DMM firms must electronically submit their daily opening positions and their
dealer purchases and sales in their specialty issues in an automated format. This data is often referred to
as Form 81 information, because historically Form 81 was the form on which the data was submitted at the
NYSE. Consistent with NYSE's current practice, NYSE Alternext US will record dealer activity at the end of
each trading day in a file known as “Position Minder MRO” that is derived from the DMMs' input to the Display
Book. This report will be provided to the DMMs. The DMMs' principal transactions, and other events that
affect their positions captured by the Display Book, do not need to be reported separately to NYSE Alternext
US. However, DMMs must continue to report their daily opening positions, and may make additions or
replacements to the Position Minder MRO data, using the DMM Transaction Data Reporting System (formerly
the Specialist Transaction Data Reporting System).

To ensure compliance with the DMM Transaction Data Reporting System requirements, member
organizations should thoroughly review the requirements of NYSE Alternext Rule 104A.50. For additional
information on reporting, please contact Michael Fryer, Director, NYSE Market Surveillance, at (212)
656-4656. The technical documentation for the DMM Transaction Data Reporting System is available for
review in the DMM Transaction Data Reporting System Technical Specifications version 1.5. For technical
issues concerning reporting please forward all questions via email to Scott Menkes, Managing Director in
Regulatory Systems, at smenkes@nyx.com, Mark Salem, Senior Technical Director in Development, at
msalem@nyx.com, or Neal Feder, Technical Director in Development, at nfeder@nyx.com.

DMM Options and Single Stock Futures Trading Data Reporting
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NYSE Alternext Rule 105 permits DMMs to hedge their equity positions, using option contracts, against
their equity positions within certain guidelines provided within Rule 105. NYSE Alternext Rule 104A.50
requires every DMM to keep a record of all options and single stock futures purchases and sales to hedge
his designated stock positions as permitted by Rule 105. Additionally, DMMs must report such transaction in
an automated format using a Form 81-O. DMMs are required to submit all orders and positions for options
overlying their designated stocks regardless of whether orders are executed. The Form 81-O submission
deadline is currently three days after the reportable activity occurred (T+3). DMMs are required to submit their
Form 81-O data to the NYSE on a weekly basis via the Electronic Filing Platform (“EFP”).

To ensure compliance with the Form 81-O reporting requirements, member organizations should thoroughly
review the requirements of NYSE Alternext Rule 104A.50 and NYSE Alternext Rule 105. For additional
information on Form 81-O reporting, please contact Michael Fryer, Director, NYSE Market Surveillance, at
(212) 656-4656. For technical assistance with Form 81-O reporting, please contact Scott Menkes, Managing
Director in Regulatory Systems, at smenkes@nyx.com.

Rule 410B

Pursuant to NYSE Alternext Rule 410B, all transactions effected in NYSE Alternext listed securities by
members and member organizations which are not reported to the Consolidated Tape must be electronically
reported to NYSE Alternext. This includes transactions for a member or member organization's own account
or for their customer accounts. NYSE Alternext securities will be 410B reportable and will follow the same
procedures as NYSE listed securities. Applicable transactions are required to be reported through the
NYSE Electronic Filing Platform (“EFP”) application, which may be accessed by computer at the following
website address: https://triton.efp.nyse.com. For additional information, please review Rule 410B and NYSE
Information Memos 02-47 and 92-32. For additional information on technical issues regarding the EFP Rule
410B Data Entry application, please email regsysops@nyx.com. For additional information on 410B reporting
requirements please contact Aleksandra Radakovic, Managing Director, NYSE Market Surveillance, at (212)
656-4144.

NYSE Alternext Form 121 and SS20 Reporting

NYSE Alternext securities will be subject to NYSE Form SS20 and 121 reporting upon relocation, pursuant to
NYSE Alternext Rules 440F and 440G, respectively.

NYSE Alternext Rule 440F requires members and member organizations to report round-lot short sale
transactions for public customers on Form SS20. Rule 440G requires members and member organizations
to report round-lot transactions (purchases, long sales, and short sales) for members, allied members
and member organizations on Form 121. Currently, pursuant to NYSE Alternext Rule 30, NYSE Alternext
members and member organizations are required to file Amex Forms 1-S and 1-RA (which are similar, but
not identical, to NYSE Forms SS20 and 121) through FINRA's Regulation Filing Application System.

Amex Notice REG 2008-38 previously stated that, following the equities relocation to NYSE facilities on
December 1, 2008, members would be required to report the transactions described above on NYSE Forms
SS20 and 121, pursuant to NYSE Alternext Rules 440F and 440G, respectively. It has now been determined
that existing NYSE Alternext members and member organizations should continue to file legacy Amex Forms
1-S and 1-RA, rather than NYSE Forms SS20 and 121, following the equities relocation. Members filing in the
manner described above will be deemed in compliance with NYSE Alternext Rules 440F and 440G.

For additional information regarding the filing of Amex Forms 1-S and 1-RA, please contact James Turnbull
of FINRA at (212) 306-1526. For additional information on Form SS20 or Form 121, please contact Glen
Garofalo of FINRA at (646) 315-8464, Theresa Reynolds of FINRA at (646) 315-8567, or Debra German of
FINRA at (646) 315-8467.

NYSE Alternext Daily Program Trading Report (“DPTR”) Reporting
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Currently, under NYSE Rule 132B, NYSE member organizations are subject to trade reporting obligations
for program trading. NYSE Alternext member firms that are not currently NYSE member firms will not be
subject to DPTR reporting obligations. NYSE Regulation expects to issue separate guidance in the form of
an Information Memo regarding NYSE member firms' DPTR reporting obligations following the relocation of
NYSE Alternext.

NYSE Crossing Session II

Under NYSE Rule 907, the Off-Hours Trading Facility (“OHTF”) consists of four sessions. NYSE Alternext
listed securities will be executable in Crossing Session I, which permits the execution of single-stock, single-
sided closing price orders and crosses of single-stock, closing price buy and sell orders. The availability of
Crossing Session II for NYSE Alternext listed securities will be described at a later date. Crossing Session
II currently allows NYSE members and member organizations to cross program trading orders in NYSE
listed securities between 4:00 p.m. and 6:30 p.m. based on the aggregate price of the program. Matched buy
and sell orders for a minimum of 15 NYSE listed stocks may be transmitted to the Exchange for execution
in Crossing Session II. These orders are transmitted via the EFP detailing the total number of stocks, total
number of shares and total dollar value. NYSE Alternext listed securities will not be executable on Crossing
Sessions III and IV. For additional information on the OHTF please review Rule 907 and NYSE Information
Memo 05-57. For additional questions concerning Crossing Sessions please contact Aleksandra Radakovic,
Managing Director, NYSE Market Surveillance, at (212) 656-4144, or Michael Graham, Director, NYSE
Market Surveillance, at (212) 656-4519.

Electronic Blue Sheet (“EBS”) Reporting

Under NYSE Alternext Rules 410A and 342.23, NYSE Alternext firms have a continuing obligation to make
automated submissions of trading information including reports of their customer, employee, and proprietary
trading data via the EBS System upon request. These requirements are comparable to existing Amex
requirements under Amex Rule 153. In requiring these submissions, NYSE Alternext will be acting jointly with
the other members of the Intermarket Surveillance Group. Securities executed on NYSE Alternext should be
assigned an exchange code value of “B” which is the current AMEX code. For additional questions related
to the EBS System, please refer to the NYSE Alternext Rules 410A and 342.23, NYSE Information Memos
06-48 and 88-22 or contact John Kroog, Director, NYSE Market Surveillance, at (212) 656-6532, or Lisa
Neuner, Director, NYSE Market Surveillance, at (212) 656-5393. For technical questions, please contact
Venkata Sreeram of NYSE Regulatory Systems at 212-656-2579 or at vsreeram@nyx.com.

Internal Investigation Reporting Requirements

NYSE Alternext Rule 342.21 requires members and member organizations to have procedures that are
“reasonably designed” to identify proprietary, employee and employee-related trades “that may violate”
federal securities laws and NYSE Alternext rules prohibiting insider trading and manipulative and deceptive
devices. Additionally, member and member organizations are required to subject such trades in Alternext
listed securities and related financial instruments to these procedures and to conduct internal investigations
of the potentially violative trades that the firm has identified after applying its procedures. NYSE Alternext
Rule 351(e) requires members and member organizations to report NYSE Alternext Rule 342.21(b) “internal
investigations” in quarterly filings. Although not every trade subjected to a firm inquiry or review will result in
a reportable Rule 342.21(b) internal investigation, when a firm subjects a trade to a level of review sufficient
to constitute a Rule 342.21(b) internal investigation, members and member organizations must, without
exception, report in one or more Rule 351(e) filings every Rule 342.21(b) internal investigation that is
commenced. The reporting requirement includes investigations which are commenced and completed within
the same calendar quarter and result in no further action being taken must be reported in a Rule 351(e) filing.
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For additional information, please review NYSE Alternext Rules 342 and 351, as well as NYSE Information
Memo 06-06. The Quarterly Insider Trading Attestations are required to be delivered on a quarterly basis
to the Financial Industry Regulatory Authority (“FINRA”). The appropriate department is Risk Oversight &
Operational Regulation, which is located at 20 Broad Street, 23rd Floor, New York, NY 10005. For additional
questions concerning Internal Investigation Reporting please contact Aleksandra Radakovic, Managing
Director, NYSE Market Surveillance, at (212) 656-4144, or Michael Graham, Director, NYSE Market
Surveillance, at (212) 656-4519. For additional information about the form and the submission process please
contact Debra German, Credit Regulation, FINRA at (646) 315-8467.

Regulation NMS Rule 606 Reporting

NYSE Alternext members and member organizations will continue to be subject to best execution obligations.
Regulation NMS Rule 606 routing information requires, among other things, that broker-dealers make
available a report on their routing of non-directed orders in covered securities. In addition, if requested by a
customer, broker-dealers must disclose the venue to which the customer's orders were routed for execution
and the execution time of the transactions that resulted from the orders. NYSE Alternext is a separate market
center from NYSE and applicable reporting must accurately reflect the applicable marketplace. Member
organizations will thus be required to segregate trades executed at different exchanges, including instances
where firms route to the one destination and receive more than one exchange value on the executions.

NYSE Alternext trades and quotes will be disseminated with the market center participant ID “A” in the
consolidated market data streams, reflecting the fact that NYSE Alternext and NYSE will continue to be
separate registered securities exchanges. Following new trading systems enhancements, the Common
Customer Gateway (“CCG”) will automatically direct incoming order, cancel and cancel/replacement
messages to the appropriate executing market destination (“N” for NYSE and “A” for NYSE Alternext.)

For this and other Regulation NMS-related requirements please see NYSE Information Memo 07-44. For
additional information please contact David De Gregorio, Chief Counsel, NYSE Market Surveillance, at (212)
656-4166, or Peter Bon Viso, Senior Counsel, NYSE Market Surveillance at (212) 656-5621. For business
questions relating to the Amex equities integration, please contact your NYSE Relationship Manager. For
testing arrangements and/or other questions, please contact the Service Desk at 1-866-873-7422 or send an
email to support@nyx.com with “NYSE Alternext” in the subject line.

Regulation M and Rule 392

NYSE Alternext Rule 392 requires notification whenever a member or member organization acts as a lead
underwriter of any offering of an NYSE Alternext-listed security (a Regulation M Notice). The data required

to be submitted as well as the format to be used in providing the information are outlined in Rule 392. 3

   The Rule also requires notification prior to the placing or transmitting of a stabilizing bid, any syndicate
covering transaction, and the imposition of any penalty bid. Rule 392 provides a list of reporting criteria where
applicable. In addition, Information Memo 08-53 was recently issued to clarify NYSE Rule 392 and PIPE
reporting requirements. For additional information on notification requirements for offerings, Rule 392, or the
Regulation M Notice, please contact John Kroog, Director, NYSE Market Surveillance, at (212) 656-6532, or
Lisa Neuner, Director, NYSE Market Surveillance, at (212) 656-5393.

Customer Trade Confirmations

NYSE Alternext Rule 409(a) provides that, except with the permission of NYSE Alternext, members and
member organizations must send customers' statements of account showing security and money positions
and entries at least quarterly to all accounts having an entry, money or security position during the preceding
quarter. This rule assures that customers receive notice of such transactions, positions and balances on a
regular basis.
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Firms are not required by the Rule to disclose the execution market on a client confirmation, however, any
such disclosure must be accurate. As NYSE Alternext and NYSE are two distinct execution markets, NYSE
Alternext and NYSE designations are not interchangeable and the appropriate market center must be noted.

If executions for a single order occur on both exchanges, a mixed market designation may be used. 4   Please
review Rule 409 and NYSE Information Memos 07-119 and 06-80. For additional, information please contact
Gregory Taylor of FINRA at (646) 315-2920 or the FINRA Office of General Counsel at (202) 728-8071.

Account Type Indicators

Firms often associate Tag 47 with the now rescinded NYSE Rule 80A for purposes of identifying account
types (e.g., “P” for principal, “A” for agency, “I” for individual, etc.) NYSE Alternext will use the same account
type indicators as NYSE for equities. Currently, NYSE uses these same Tag 47 account type indicators
for other forms of reporting and supports these values. However, member organizations must be alert to
account type changes and will be responsible for using the appropriate NYSE Alternext account types. NYSE
Alternext Members should verify they are using the sixteen valid values for Tag 47 available online at http://
www.nyse.com/pdfs/MatchPoint_FIX_Web_Cap_Requirements.pdf. For technical type information, testing
arrangements and/or questions please contact Connectivity@nyx.com.

Rule 98

NYSE Alternext is adopting a rule comparable to the recently approved new NYSE Rule 98. 5   The Rule
requires reporting of information regarding material investment banking activities in which the member
organization or approved person has been engaged (e.g., underwriting, tender offers, mergers, acquisitions,
recapitalizations, etc.) and material research reports, recommendations, etc., pertaining to any security that
has been allocated to the DMM unit. Alternext Rule 98 requires reporting of information about determinations
regarding whether the DMM should cease acting as DMM in the event the DMM unit receives non-public
information. Additionally, DMM units will be required to report any actual breaches, or internal investigations
of possible breaches, of the information barriers required by the rule. In particular, a DMM unit would be
required to conduct an internal investigation into any trading activity that may be a result of a breach of
information barriers required by the anticipated new NYSE Alternext Rule 98. In addition, on a quarterly
basis, a DMM unit would have to report in writing whether it has commenced such an internal investigation,
the quarterly progress of any open investigations, what remedial measures, if any, were taken, and the
completion of any internal investigation, including the methodology and results of such investigation, any
internal disciplinary action taken, and any referral of the matter to NYSE Alternext, another SRO, or the SEC.
For additional information on new Rule 98 reporting, please contact Sheldon Richter, Director, NYSE Market
Surveillance, at (212) 656-3365. For additional information regarding other types of new Rule 98 reporting
requirements please contact Sheila Rennert, Senior Counsel, NYSE Market Surveillance, at (212) 656-2771,
or Peter Bon Viso, Senior Counsel, NYSE Market Surveillance, at (212) 656-5621.

Rule 460.10

NYSE Alternext is also adopting a rule comparable to recently amended NYSE Rule 460.10, which would
apply only to the DMM and his DMM unit and not to his member organization or approved persons. The
recently amended NYSE Rule 460.10 requires that the DMM unit report the beneficial ownership of more
than 5% of an equity security that is allocated to it. The DMM unit would be required to update such reports
if its beneficial ownership exceeds 10% or falls below 5%. In addition, the DMM unit would be prohibited
from acquiring, directly or indirectly, more than 25% of the outstanding shares in any security allocated to
the specialist unit. These requirements would apply to DMM units operating under new Rule 98, as well as to
DMM member organizations that continue to operate under Rule 98 Former. Please contact Sheldon Richter,
Director, NYSE Market Surveillance, at (212) 656-3365, or Lisa Neuner, Director, NYSE Market Surveillance,
at (212) 656-5393, for additional information and reporting procedures.
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Order Tracking System (“OTS”) Rules 132A, 132B, and 132C

NYSE Alternext members will be subject to OTS reporting for NYSE Alternext-listed securities under NYSE
Alternext Rules 132A, 132B and 132C. There is a grace period extending until March 31, 2009, at which time
firms must be compliant with such OTS reporting requirements. Firms are being provided with a grace period
with the understanding that in the interim period NYSE Alternext order information and trade details must
be in a readily accessible alternative format, such as order tickets. These NYSE Alternext securities will be
included in the daily list of applicable securities for OTS reporting.

NYSE Alternext member organizations handling orders for NYSE Alternext listed equities must comply
with the relevant order entry requirements of NYSE Alternext rules, including Rule 123 and Rules
132A (Synchronization of Member Business Clocks), 132B (Order Tracking Requirements) and 132C
(Transmission of Order Tracking Information). Member organizations must also certify that their systems meet
those applicable requirements. Within the OTS system, all NYSE Alternext upstairs firms must capture and
record an order's history and relevant data beginning at time of receipt as defined by the Rule 132B. The data
elements listed in Rule 132B are required to be reported upon request.

Upon request, member organizations must be able to provide a systemic order audit trail from member
origination to the point of delivery for execution, modification or cancellation. Member organizations must
label orders transmitted to NYSE Alternext for execution with the appropriate recipient type of “A” to
represent NYSE Alternext. For further clarification, Rule 132B sets forth specific requirements for the tracking
of an order between different member organization departments. To ensure compliance with the OTS
requirements, member organizations should thoroughly review the text of NYSE Alternext Rule 123 and Rule
132A, 132B, and 132C in conjunction with the relevant previous NYSE Information Memos including, but
not limited to, NYSE Information Memo 04-29. For additional information on OTS obligations please contact
Alexander Razdolski, Director, NYSE Market Surveillance, at (212) 656-4435.

Member organizations can deliver requested OTS files through the EFP Portal Authorized Applications
Panel that can be accessed via the following link: https://efp.nyse.com/efp/efp_login.html. A username
and password will be required to access the system and each firm's authorized user will be required to
authenticate their login. The technical specifications can be found at http://www.nyse.com/techspecs.

Applicable members and member firms must be OTS compliant before March 31, 2009. This includes
having adequate written supervisory procedures regarding OTS.

Staff Contacts

If you have any questions pertaining to this Notice or other NYSE Alternext reporting requirements, please
contact John Saxton, Director, NYSE Market Surveillance, at (212) 656-2324, or Andrew White, Director,
NYSE Market Surveillance, at (212) 656-4498.

___________________________

John F. Malitzis

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes
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1  A major distinction between the NYSE Alternext rules and the current NYSE rules is the treatment of
clearly erroneous errors, which is further described in SR-Amex-2008-63. Currently, there are no plans
for NYSE Alternext to adopt the current NYSE clearly erroneous rules and procedures found in NYSE
Rule 128, as the current NYSE version is under revision.

2  Member organizations must have a separate error account if participating in so called "blue line trading"
and/or certain pilot programs. For more details please see Information Memos 07-77 and 07-72, as well
as Information Memos 05-88 and 06-37.

3  Please note that all spaces in "blank" on the applicable form must be appropriately filled in at the time of
filing. Any change to the information provided will necessitate an amended form. For more information
please see NYSE Information Memo 97-41.

4  Under certain circumstances, members and member organizations may have relief from Rule 10b-10
for average price, multiple capacity trade confirmations. For additional, information please review
the information on the SEC website by going to http://www.sec.gov/divisions/marketreg/mrnoaction/
ap030305.htm.

5  Rule 98 Former, which is comparable to current Amex Rule 193, remains as an NYSE rule, but
is not available for new entrants to become a DMM unit at the NYSE. Further information will be
provided as to the applicability of new Rule 98 and/or Rule 98 Former as they pertain to NYSE
Alternext members.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 08-59

Click to open document in a browser

November 25, 2008

   TO: ALL MEMBERS, MEMBER ORGANIZATIONS, AND COMPLIANCE OFFICERS

SUBJECT: Reminder: Reporting Requirements Related to Planned Transfer of Equities Operations to NYSE
Alternext US LLC

This Is Being Issued Jointly By NYSE Alternext US and NYSE Regulation, Inc.

Purpose

The purpose of this Notice is to update and reiterate the reporting requirements previously disseminated
via NYSE Information Memo 08-44, and NYSE Alternext Regulatory Notice 2008-38. Those publications
notified all members and member organizations that, in connection with the planned relocation of NYSE
Alternext (“Alternext”) equities trading to NYSE Alternext Trading Systems and facilities located at 11 Wall
Street, all Alternext members and member organizations that trade in Alternext listed equities including
“upstairs” member organizations which trade electronically on Alternext, and are planning on relocating
equities operations to NYSE Alternext Trading Systems, will be required to make certain submissions
pursuant to applicable regulatory requirements upon relocation to the NYSE Alternext Trading Systems. The
requirements described below are applicable to equities and exclude Exchange Traded Funds and other
structured products (“ETFs”) and options, which will transfer to NYSE Arca.

Please pay particular attention to the guidance provided in the DMM Equity Trading Reporting section and the
NYSE Alternext Form 121 and SS20 Reporting section as this guidance has changed.

Background

On October 1, 2008, NYSE Euronext completed its acquisition of the American Stock Exchange(R). On
December 1, 2008, NYSE Alternext US equities trading currently conducted on trading systems at 86
Trinity Place, will be relocated to the NYSE Alternext US Trading Systems and facilities located at 11 Wall
Street. In addition, with the Securities and Exchange Commission's (“SEC”) approval, has adopt rules that
are virtually identical to current NYSE rules applicable to the NYSE Hybrid Marketsm governing equities

trading, since such rules reflect the market structure and features of the NYSE Alternext Trading Systems. 1

   See SR-Amex-2008-63, which sets forth the rule changes applicable to equities trading and other related
requirements, as well as SR-Amex-2008-62 with respect to other rule changes applicable to Alternext
members and member organizations.

Although NYSE Alternext and the NYSE will share certain facilities and the NYSE Alternext rules are
extremely similar to the current NYSE rules, NYSE Alternext and NYSE will act as two independent
exchanges. Additionally, these two exchanges will have two distinct SROs. NYSE Alternext members and
member organizations will be obligated to meet a variety of reporting and other regulatory requirements
specified in the equities trading rules. Key aspects of these requirements are described in this Notice.

Alternext members and member firms with a Floor presence will be prohibited from trading on NYSE
Alternext US Trading Systems if they have not previously submitted written supervisory procedures
to FINRA Please see Amex Notice REG 2008-28 and 2008-34 for more details.

Discussion
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The following information only highlights major equities-related regulatory requirements for the benefit of
prospective NYSE Alternext members and member organizations. This information does not encompass
all members' and member organizations' obligations or responsibilities under NYSE Alternext rules and/
or federal securities laws. It is the responsibility of all members and member organizations to be familiar
and comply with all applicable NYSE Alternext rules and federal securities rules and regulations. Unless
otherwise indicated within the individual sections, prospective NYSE Alternext equity members and
member organizations must be compliant with the below requirements prior to the actual relocation
date, which is scheduled for December 1, 2008.

Front End System Capture (“FESC”)

FESC reporting will be required immediately upon relocation to NYSE Alternext. NYSE Alternext Rules
123(e) and (f) require that Floor members submit order information in the FESC database before the orders
are represented on the Floor, and also requires all reports of execution related to such orders be reported
through FESC. Additionally, Rule 123 (Record of Orders) requires that specific data elements be recorded
when an order is entered, and the related execution is reported. Further, NYSE Alternext Rule 130(c) and
(c)(ii) requires that transactions executed on NYSE Alternext must be compared or closed out by the day
following the execution, and that each party to the transaction must submit trade data to “such facility that the
Exchange may develop and implement to facilitate comparison of transactions effected on the Exchange.”

To ensure compliance with the FESC requirements, member organizations should thoroughly review the
requirements of NYSE Alternext Rule 123 and Rule 130 in conjunction with the relevant previous NYSE
Information Memos including, but not limited to, Information Memos 05-13, 06-67, and 08-31. These
Information Memos provide the programming requirements for all proprietary or vendor-provided order
management systems. Additionally, they provide guidance related to the entry of orders and reports of
execution into the FESC database to ensure compliance as required by the Rule. For additional information
on FESC reporting, please contact John Saxton, Director, NYSE Market Surveillance, at (212) 656-2324.

Error Tracking

The NYSE Alternext error and erroneous reports rules (NYSE Alternext Rules 134 and 411(a), respectively)
add to and differ from the old AMEX rules. NYSE Alternext Rule 134 (Differences and Omissions - Cleared
Transactions) and NYSE Rule 411(a) (Erroneous Reports) require or permit Floor brokers to use their error
accounts in certain instances. NYSE Alternext Rule 134(d) requires an error account devoted solely to Floor-

based trading where applicable. 2 

Member organizations operating under the provisions of NYSE Alternext Rule 134 are required to create error
records contemporaneous to the error. These records must be signed, time stamped and include supporting
documentation. Such records shall include the audit trail data elements prescribed in Rule 132, as well as
the nature and amount of the error, the means whereby the member resolved the error with the member
or member organization that cleared the trade on the member's behalf, the aggregate amount of liability
that the member has incurred and has outstanding, as of the time each such error trade entry is recorded,
and such other information as may from time to time be required. A mandatory Error Account Detail Log
must be used in meeting these requirements. Please see NYSE Information Memo 06-63 for more details
regarding the Error Account Detail Log. When a not held order remains unexecuted in whole or in part due to
the order being lost or misplaced, or as a result of a system malfunction, applicable records and supporting
documentation must be submitted prior to the opening of trading on the Floor on the next trade date following
discovery of the error.

NYSE Alternext Rule 411(a) relates to erroneous reports and applies irrespective of whether the error trade
was the result of an automatic or an auction market execution. In certain instances, non-members who
receive erroneous reports as to price do not have to accept a corrected report if all of the following conditions
are met: (i) the price and size of the erroneous report are within the price and size range of the Consolidated
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Tape, (ii) the Floor broker reports the nature of the error to the non-member and whether it was favorable or
not, and (iii) the member documents on a trade-by-trade basis, the name of the individual authorized to reject
the erroneous report and whether it was in the non-member's favor.

In addition, among other things, in the case of not held orders where the Floor broker executed in the wrong
security, at the wrong price or on the wrong side of the market, but issued a report in the correct security,
within the price instructions or on the correct side of the market, respectively, the NYSE Alternext Rule 411(a)
allows the erroneous report to stand regardless of whether the customer to whom the report was issued was
a member or non-member. In this instance, the following conditions must be met: (i) the price and size of the
erroneous report were within the range of prices and sizes in the specified security reported to the NYSE
Alternext portion of the Consolidated Tape on the day in which the order was executed, (ii) the Floor broker
reports the error to the customer, including whether the error was favorable or unfavorable to the customer,
and (iii) the Floor broker documents on a trade-by-trade basis, the name of the individual authorized to accept
the erroneous report for the customer, the amount of the error, and whether it was in the customer's favor.

To better understand what constitutes an error and to ensure compliance with error reporting requirements,
member organizations should thoroughly review the text of these rules in conjunction with the relevant
previous NYSE Information Memos including, but not limited to, NYSE Information Memo 07-72. For
additional information, please contact Patricia Bergholc, Director, NYSE Market Surveillance, at (212)
656-4948, or Michael Matejczyk, Director, NYSE Market Surveillance, at (212) 656-4854.

DMM Equity Trading Reporting

The NYSE Alternext Rule 104A.50 requires every Designated Market Maker (“DMM”) to keep a record of
purchases and sales initiated on the Floor in the DMM's registered stocks for an account in which the DMM
has an interest. Additionally, DMM firms must electronically submit their daily opening positions and their
dealer purchases and sales in their specialty issues in an automated format. This data is often referred to
as Form 81 information, because historically Form 81 was the form on which the data was submitted at the
NYSE. Consistent with NYSE's current practice, NYSE Alternext US will record dealer activity at the end of
each trading day in a file known as “Position Minder MRO” that is derived from the DMMs' input to the Display
Book. This report will be provided to the DMMs. The DMMs' principal transactions, and other events that
affect their positions captured by the Display Book, do not need to be reported separately to NYSE Alternext
US. However, DMMs must continue to report their daily opening positions, and may make additions or
replacements to the Position Minder MRO data, using the DMM Transaction Data Reporting System (formerly
the Specialist Transaction Data Reporting System).

To ensure compliance with the DMM Transaction Data Reporting System requirements, member
organizations should thoroughly review the requirements of NYSE Alternext Rule 104A.50. For additional
information on reporting, please contact Michael Fryer, Director, NYSE Market Surveillance, at (212)
656-4656. The technical documentation for the DMM Transaction Data Reporting System is available for
review in the DMM Transaction Data Reporting System Technical Specifications version 1.5. For technical
issues concerning reporting please forward all questions via email to Scott Menkes, Managing Director in
Regulatory Systems, at smenkes@nyx.com, Mark Salem, Senior Technical Director in Development, at
msalem@nyx.com, or Neal Feder, Technical Director in Development, at nfeder@nyx.com.

DMM Options and Single Stock Futures Trading Data Reporting

NYSE Alternext Rule 105 permits DMMs to hedge their equity positions, using option contracts, against
their equity positions within certain guidelines provided within Rule 105. NYSE Alternext Rule 104A.50
requires every DMM to keep a record of all options and single stock futures purchases and sales to hedge
his designated stock positions as permitted by Rule 105. Additionally, DMMs must report such transaction in
an automated format using a Form 81-O. DMMs are required to submit all orders and positions for options
overlying their designated stocks regardless of whether orders are executed. The Form 81-O submission
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deadline is currently three days after the reportable activity occurred (T+3). DMMs are required to submit their
Form 81-O data to the NYSE on a weekly basis via the Electronic Filing Platform (“EFP”).

To ensure compliance with the Form 81-O reporting requirements, member organizations should thoroughly
review the requirements of NYSE Alternext Rule 104A.50 and NYSE Alternext Rule 105. For additional
information on Form 81-O reporting, please contact Michael Fryer, Director, NYSE Market Surveillance, at
(212) 656-4656. For technical assistance with Form 81-O reporting, please contact Scott Menkes, Managing
Director in Regulatory Systems, at smenkes@nyx.com.

Rule 410B

Pursuant to NYSE Alternext Rule 410B, all transactions effected in NYSE Alternext listed securities by
members and member organizations which are not reported to the Consolidated Tape must be electronically
reported to NYSE Alternext. This includes transactions for a member or member organization's own account
or for their customer accounts. NYSE Alternext securities will be 410B reportable and will follow the same
procedures as NYSE listed securities. Applicable transactions are required to be reported through the
NYSE Electronic Filing Platform (“EFP”) application, which may be accessed by computer at the following
website address: https://triton.efp.nyse.com. For additional information, please review Rule 410B and NYSE
Information Memos 02-47 and 92-32. For additional information on technical issues regarding the EFP Rule
410B Data Entry application, please email regsysops@nyx.com. For additional information on 410B reporting
requirements please contact Aleksandra Radakovic, Managing Director, NYSE Market Surveillance, at (212)
656-4144.

NYSE Alternext Form 121 and SS20 Reporting

NYSE Alternext securities will be subject to NYSE Form SS20 and 121 reporting upon relocation, pursuant to
NYSE Alternext Rules 440F and 440G, respectively.

NYSE Alternext Rule 440F requires members and member organizations to report round-lot short sale
transactions for public customers on Form SS20. Rule 440G requires members and member organizations
to report round-lot transactions (purchases, long sales, and short sales) for members, allied members
and member organizations on Form 121. Currently, pursuant to NYSE Alternext Rule 30, NYSE Alternext
members and member organizations are required to file Amex Forms 1-S and 1-RA (which are similar, but
not identical, to NYSE Forms SS20 and 121) through FINRA's Regulation Filing Application System.

Amex Notice REG 2008-38 previously stated that, following the equities relocation to NYSE facilities on
December 1, 2008, members would be required to report the transactions described above on NYSE Forms
SS20 and 121, pursuant to NYSE Alternext Rules 440F and 440G, respectively. It has now been determined
that existing NYSE Alternext members and member organizations should continue to file legacy Amex Forms
1-S and 1-RA, rather than NYSE Forms SS20 and 121, following the equities relocation. Members filing in the
manner described above will be deemed in compliance with NYSE Alternext Rules 440F and 440G.

For additional information regarding the filing of Amex Forms 1-S and 1-RA, please contact James Turnbull
of FINRA at (212) 306-1526. For additional information on Form SS20 or Form 121, please contact Glen
Garofalo of FINRA at (646) 315-8464, Theresa Reynolds of FINRA at (646) 315-8567, or Debra German of
FINRA at (646) 315-8467.

NYSE Alternext Daily Program Trading Report (“DPTR”) Reporting

Currently, under NYSE Rule 132B, NYSE member organizations are subject to trade reporting obligations
for program trading. NYSE Alternext member firms that are not currently NYSE member firms will not be
subject to DPTR reporting obligations. NYSE Regulation expects to issue separate guidance in the form of
an Information Memo regarding NYSE member firms' DPTR reporting obligations following the relocation of
NYSE Alternext.
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NYSE Crossing Session II

Under NYSE Rule 907, the Off-Hours Trading Facility (“OHTF”) consists of four sessions. NYSE Alternext
listed securities will be executable in Crossing Session I, which permits the execution of single-stock, single-
sided closing price orders and crosses of single-stock, closing price buy and sell orders. The availability of
Crossing Session II for NYSE Alternext listed securities will be described at a later date. Crossing Session
II currently allows NYSE members and member organizations to cross program trading orders in NYSE
listed securities between 4:00 p.m. and 6:30 p.m. based on the aggregate price of the program. Matched buy
and sell orders for a minimum of 15 NYSE listed stocks may be transmitted to the Exchange for execution
in Crossing Session II. These orders are transmitted via the EFP detailing the total number of stocks, total
number of shares and total dollar value. NYSE Alternext listed securities will not be executable on Crossing
Sessions III and IV. For additional information on the OHTF please review Rule 907 and NYSE Information
Memo 05-57. For additional questions concerning Crossing Sessions please contact Aleksandra Radakovic,
Managing Director, NYSE Market Surveillance, at (212) 656-4144, or Michael Graham, Director, NYSE
Market Surveillance, at (212) 656-4519.

Electronic Blue Sheet (“EBS”) Reporting

Under NYSE Alternext Rules 410A and 342.23, NYSE Alternext firms have a continuing obligation to make
automated submissions of trading information including reports of their customer, employee, and proprietary
trading data via the EBS System upon request. These requirements are comparable to existing Amex
requirements under Amex Rule 153. In requiring these submissions, NYSE Alternext will be acting jointly with
the other members of the Intermarket Surveillance Group. Securities executed on NYSE Alternext should be
assigned an exchange code value of “B” which is the current AMEX code. For additional questions related
to the EBS System, please refer to the NYSE Alternext Rules 410A and 342.23, NYSE Information Memos
06-48 and 88-22 or contact John Kroog, Director, NYSE Market Surveillance, at (212) 656-6532, or Lisa
Neuner, Director, NYSE Market Surveillance, at (212) 656-5393. For technical questions, please contact
Venkata Sreeram of NYSE Regulatory Systems at 212-656-2579 or at vsreeram@nyx.com.

Internal Investigation Reporting Requirements

NYSE Alternext Rule 342.21 requires members and member organizations to have procedures that are
“reasonably designed” to identify proprietary, employee and employee-related trades “that may violate”
federal securities laws and NYSE Alternext rules prohibiting insider trading and manipulative and deceptive
devices. Additionally, member and member organizations are required to subject such trades in Alternext
listed securities and related financial instruments to these procedures and to conduct internal investigations
of the potentially violative trades that the firm has identified after applying its procedures. NYSE Alternext
Rule 351(e) requires members and member organizations to report NYSE Alternext Rule 342.21(b) “internal
investigations” in quarterly filings. Although not every trade subjected to a firm inquiry or review will result in
a reportable Rule 342.21(b) internal investigation, when a firm subjects a trade to a level of review sufficient
to constitute a Rule 342.21(b) internal investigation, members and member organizations must, without
exception, report in one or more Rule 351(e) filings every Rule 342.21(b) internal investigation that is
commenced. The reporting requirement includes investigations which are commenced and completed within
the same calendar quarter and result in no further action being taken must be reported in a Rule 351(e) filing.

For additional information, please review NYSE Alternext Rules 342 and 351, as well as NYSE Information
Memo 06-06. The Quarterly Insider Trading Attestations are required to be delivered on a quarterly basis
to the Financial Industry Regulatory Authority (“FINRA”). The appropriate department is Risk Oversight &
Operational Regulation, which is located at 20 Broad Street, 23rd Floor, New York, NY 10005. For additional
questions concerning Internal Investigation Reporting please contact Aleksandra Radakovic, Managing
Director, NYSE Market Surveillance, at (212) 656-4144, or Michael Graham, Director, NYSE Market
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Surveillance, at (212) 656-4519. For additional information about the form and the submission process please
contact Debra German, Credit Regulation, FINRA at (646) 315-8467.

Regulation NMS Rule 606 Reporting

NYSE Alternext members and member organizations will continue to be subject to best execution obligations.
Regulation NMS Rule 606 routing information requires, among other things, that broker-dealers make
available a report on their routing of non-directed orders in covered securities. In addition, if requested by a
customer, broker-dealers must disclose the venue to which the customer's orders were routed for execution
and the execution time of the transactions that resulted from the orders. NYSE Alternext is a separate market
center from NYSE and applicable reporting must accurately reflect the applicable marketplace. Member
organizations will thus be required to segregate trades executed at different exchanges, including instances
where firms route to the one destination and receive more than one exchange value on the executions.

NYSE Alternext trades and quotes will be disseminated with the market center participant ID “A” in the
consolidated market data streams, reflecting the fact that NYSE Alternext and NYSE will continue to be
separate registered securities exchanges. Following new trading systems enhancements, the Common
Customer Gateway (“CCG”) will automatically direct incoming order, cancel and cancel/replacement
messages to the appropriate executing market destination (“N” for NYSE and “A” for NYSE Alternext.)

For this and other Regulation NMS-related requirements please see NYSE Information Memo 07-44. For
additional information please contact David De Gregorio, Chief Counsel, NYSE Market Surveillance, at (212)
656-4166, or Peter Bon Viso, Senior Counsel, NYSE Market Surveillance at (212) 656-5621. For business
questions relating to the Amex equities integration, please contact your NYSE Relationship Manager. For
testing arrangements and/or other questions, please contact the Service Desk at 1-866-873-7422 or send an
email to support@nyx.com with “NYSE Alternext” in the subject line.

Regulation M and Rule 392

NYSE Alternext Rule 392 requires notification whenever a member or member organization acts as a lead
underwriter of any offering of an NYSE Alternext-listed security (a Regulation M Notice). The data required

to be submitted as well as the format to be used in providing the information are outlined in Rule 392. 3

   The Rule also requires notification prior to the placing or transmitting of a stabilizing bid, any syndicate
covering transaction, and the imposition of any penalty bid. Rule 392 provides a list of reporting criteria where
applicable. In addition, Information Memo 08-53 was recently issued to clarify NYSE Rule 392 and PIPE
reporting requirements. For additional information on notification requirements for offerings, Rule 392, or the
Regulation M Notice, please contact John Kroog, Director, NYSE Market Surveillance, at (212) 656-6532, or
Lisa Neuner, Director, NYSE Market Surveillance, at (212) 656-5393.

Customer Trade Confirmations

NYSE Alternext Rule 409(a) provides that, except with the permission of NYSE Alternext, members and
member organizations must send customers' statements of account showing security and money positions
and entries at least quarterly to all accounts having an entry, money or security position during the preceding
quarter. This rule assures that customers receive notice of such transactions, positions and balances on a
regular basis.

Firms are not required by the Rule to disclose the execution market on a client confirmation, however, any
such disclosure must be accurate. As NYSE Alternext and NYSE are two distinct execution markets, NYSE
Alternext and NYSE designations are not interchangeable and the appropriate market center must be noted.

If executions for a single order occur on both exchanges, a mixed market designation may be used. 4   Please
review Rule 409 and NYSE Information Memos 07-119 and 06-80. For additional, information please contact
Gregory Taylor of FINRA at (646) 315-2920 or the FINRA Office of General Counsel at (202) 728-8071.
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Account Type Indicators

Firms often associate Tag 47 with the now rescinded NYSE Rule 80A for purposes of identifying account
types (e.g., “P” for principal, “A” for agency, “I” for individual, etc.) NYSE Alternext will use the same account
type indicators as NYSE for equities. Currently, NYSE uses these same Tag 47 account type indicators
for other forms of reporting and supports these values. However, member organizations must be alert to
account type changes and will be responsible for using the appropriate NYSE Alternext account types. NYSE
Alternext Members should verify they are using the sixteen valid values for Tag 47 available online at http://
www.nyse.com/pdfs/MatchPoint_FIX_Web_Cap_Requirements.pdf. For technical type information, testing
arrangements and/or questions please contact Connectivity@nyx.com.

Rule 98

NYSE Alternext is adopting a rule comparable to the recently approved new NYSE Rule 98. 5   The Rule
requires reporting of information regarding material investment banking activities in which the member
organization or approved person has been engaged (e.g., underwriting, tender offers, mergers, acquisitions,
recapitalizations, etc.) and material research reports, recommendations, etc., pertaining to any security that
has been allocated to the DMM unit. Alternext Rule 98 requires reporting of information about determinations
regarding whether the DMM should cease acting as DMM in the event the DMM unit receives non-public
information. Additionally, DMM units will be required to report any actual breaches, or internal investigations
of possible breaches, of the information barriers required by the rule. In particular, a DMM unit would be
required to conduct an internal investigation into any trading activity that may be a result of a breach of
information barriers required by the anticipated new NYSE Alternext Rule 98. In addition, on a quarterly
basis, a DMM unit would have to report in writing whether it has commenced such an internal investigation,
the quarterly progress of any open investigations, what remedial measures, if any, were taken, and the
completion of any internal investigation, including the methodology and results of such investigation, any
internal disciplinary action taken, and any referral of the matter to NYSE Alternext, another SRO, or the SEC.
For additional information on new Rule 98 reporting, please contact Sheldon Richter, Director, NYSE Market
Surveillance, at (212) 656-3365. For additional information regarding other types of new Rule 98 reporting
requirements please contact Sheila Rennert, Senior Counsel, NYSE Market Surveillance, at (212) 656-2771,
or Peter Bon Viso, Senior Counsel, NYSE Market Surveillance, at (212) 656-5621.

Rule 460.10

NYSE Alternext is also adopting a rule comparable to recently amended NYSE Rule 460.10, which would
apply only to the DMM and his DMM unit and not to his member organization or approved persons. The
recently amended NYSE Rule 460.10 requires that the DMM unit report the beneficial ownership of more
than 5% of an equity security that is allocated to it. The DMM unit would be required to update such reports
if its beneficial ownership exceeds 10% or falls below 5%. In addition, the DMM unit would be prohibited
from acquiring, directly or indirectly, more than 25% of the outstanding shares in any security allocated to
the specialist unit. These requirements would apply to DMM units operating under new Rule 98, as well as to
DMM member organizations that continue to operate under Rule 98 Former. Please contact Sheldon Richter,
Director, NYSE Market Surveillance, at (212) 656-3365, or Lisa Neuner, Director, NYSE Market Surveillance,
at (212) 656-5393, for additional information and reporting procedures.

Order Tracking System (“OTS”) Rules 132 A, 132B, and 132 C

NYSE Alternext members will be subject to OTS reporting for NYSE Alternext-listed securities under NYSE
Alternext Rules 132A, 132B and 132C. There is a grace period extending until February 1, 2009, at which
time firms must be compliant with such OTS reporting requirements. Firms are being provided with a grace
period with the understanding that in the interim period NYSE Alternext order information and trade details
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must be in a readily accessible alternative format, such as order tickets. These NYSE Alternext securities will
be included in the daily list of applicable securities for OTS reporting.

NYSE Alternext member organizations handling orders for NYSE Alternext listed equities must comply
with the relevant order entry requirements of NYSE Alternext rules, including Rule 123 and Rules
132A (Synchronization of Member Business Clocks), 132B (Order Tracking Requirements) and 132C
(Transmission of Order Tracking Information). Member organizations must also certify that their systems meet
those applicable requirements. Within the OTS system, all NYSE Alternext upstairs firms must capture and
record an order's history and relevant data beginning at time of receipt as defined by the Rule 132B. The data
elements listed in Rule 132B are required to be reported upon request.

Upon request, member organizations must be able to provide a systemic order audit trail from member
origination to the point of delivery for execution, modification or cancellation. Member organizations must
label orders transmitted to NYSE Alternext for execution with the appropriate recipient type of “A” to
represent NYSE Alternext. For further clarification, Rule 132B sets forth specific requirements for the tracking
of an order between different member organization departments. To ensure compliance with the OTS
requirements, member organizations should thoroughly review the text of NYSE Alternext Rule 123 and Rule
132A, 132B, and 132C in conjunction with the relevant previous NYSE Information Memos including, but
not limited to, NYSE Information Memo 04-29. For additional information on OTS obligations please contact
Alexander Razdolski, Director, NYSE Market Surveillance, at (212) 656-4435.

Member organizations can deliver requested OTS files through the EFP Portal Authorized Applications
Panel that can be accessed via the following link: https://efp.nyse.com/efp/efp_login.html. A username
and password will be required to access the system and each firm's authorized user will be required to
authenticate their login. The technical specifications can be found at http://www.nyse.com/techspecs.

Applicable members and member firms must be OTS compliant before February 1, 2009. This
includes having adequate written supervisory procedures regarding OTS.

Staff Contacts

If you have any questions pertaining to this Notice or other NYSE Alternext reporting requirements, please
contact John Saxton, Director, NYSE Market Surveillance, at (212) 656-2324, or Andrew White, Director,
NYSE Market Surveillance, at (212) 656-4498.

___________________________

John F. Malitzis

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  A major distinction between the NYSE Alternext rules and the current NYSE rules is the treatment of
clearly erroneous errors, which is further described in SR-Amex-2008-63. Currently, there are no plans
for NYSE Alternext to adopt the current NYSE clearly erroneous rules and procedures found in NYSE
Rule 128, as the current NYSE version is under revision.
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2  Member organizations must have a separate error account if participating in so called "blue line trading"
and/or certain pilot programs. For more details please see Information Memos 07-77 and 07-72, as well
as Information Memos 05-88 and 06-37.

3  Please note that all spaces in "blank" on the applicable form must be appropriately filled in at the time of
filing. Any change to the information provided will necessitate an amended form. For more information
please see NYSE Information Memo 97-41.

4  Under certain circumstances, members and member organizations may have relief from Rule 10b-10
for average price, multiple capacity trade confirmations. For additional, information please review
the information on the SEC website by going to http://www.sec.gov/divisions/marketreg/mr-noaction/
ap030305.htm.

5  Rule 98 Former, which is comparable to current Amex Rule 193, remains as an NYSE rule, but
is not available for new entrants to become a DMM unit at the NYSE. Further information will be
provided as to the applicability of new Rule 98 and/or Rule 98 Former as they pertain to NYSE
Alternext members.
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November 20, 2008

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: IMPLEMENTATION OF NEW ALLOCATION POLICY - NYSE RULES 103A (DMM STOCK
REALLOCATION) AND 103B (DMM STOCK ALLOCATION) AND RECISSION OF NYSE RULE 106

The Exchange has amended NYSE Rule 103A (DMM Stock Reallocation and Member Education and
Performance) and 103B (DMM Stock Allocation) to eliminate performance improvement actions for DMM
units and create an Allocation Policy that is more consistent with the Exchange's increased electronic trading
environment. Effective November 3, 2008, the changes to the Allocation Policy establish a single quantifiable
measure to determine a DMM unit's eligibility to participate in the Allocation Process.

I. BACKGROUND

Former NYSE Rules 103A (Specialist Stock Reallocation and Member Education and Performance) and
103B (Specialist Stock Allocation) governed the reallocation and allocation of securities to a specialist unit.

Pursuant to former NYSE Rule 103A, the Market Performance Committee (“MPC”) monitored specialist
performance based on specified criteria. If the specialist unit did not meet the requisite measures, the MPC
had the power to implement performance improvement actions and security reassignments. The MPC further
oversaw member education to improve or sustain market quality, approved listed security assignments,
reassignments, assignments in special security situations and organizational changes of specialist units.

The Allocation Committee allocated securities to specialist units pursuant to former NYSE Rule 103B.
Once an issuer was approved to list on the Exchange, specialist units were invited to submit applications
to the Allocation Committee to become the assigned specialist for the security. The issuer was allowed to
indicate that a particular specialist unit had been instrumental in its decision to list on the Exchange and, if
the specialist unit was otherwise eligible to receive listings, the Allocation Committee included that specialist
unit in the pool. The Allocation Committee was responsible for finalizing the pool of qualified specialist firms
to be interviewed for the allocation. Once the pool was established, the issuer had the option to interview
and selects its specialist from the pool created by the Allocation Committee or delegate the decision to the
Allocation Committee.

II. AMENDMENTS TO THE ALLOCATION PROCESS

A. NYSE Rule 103A

The Exchange amended Rule 103A to eliminate the concept of a performance improvement action. The
Exchange believes that positive motivation for enhanced performance through a rebate program for adding
liquidity on the Exchange provides greater incentives for DMM unit performance. The MPC will therefore, no
longer be responsible for monitoring DMM performance and thus performance improvement actions are no
longer required.

The Exchange has further transferred the authority to initiate a reallocation proceeding as a result of
egregiously deficient performance that questions the Exchange's integrity or impairs the Exchange's
reputation for maintaining an efficient, fair and orderly market from the MPC to the Chief Executive Officer
of the Exchange or his/her designee (hereinafter collectively “CEO”) pursuant to new NYSE Rule 103B (V).
The CEO in his or her expert business judgment is responsible for reallocating the security to the one of
the remaining eligible DMM units. All determinations made by the CEO will be communicated in writing to
the DMM unit, with a statement of the reasons for such determinations. DMM units have a right to request
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a review by the Exchange Board of Directors in which case reallocations will be stayed until that review is
complete.

In addition, the provisions of NYSE Rule 103A relating to Floor members qualifications and education will
now rest with NYSE Regulation, Inc. (NYSER) as its staff was primarily responsible for the day-to-day
administration of the member education process. The Exchange believes that it is more appropriate to have
NYSER completely responsible for this function.

B. NYSE Rule 103B

1. Eligibility to participate in Allocation Process

The Exchange has established pursuant to NYSE Rule 103B (II) a single objective measure to determine a
DMM unit's eligibility to participate in the allocation process. The previous performance measures, including

the Specialist Evaluation Questionnaire (“SPEQ” 1  ) of former NYSE Rule 103B no longer serve as criteria for

allocation. The Exchange further rescinded those criteria from NYSE Rule 123E 2   which has been renamed
“DMM Combination.”

Pursuant to amended NYSE Rule 103B, a DMM unit is eligible to participate in the allocation process of a
listed security so long as the DMM unit (i) has not failed to comply with its quoting requirements for “Less
Active” (any listed security that has a consolidated average daily volume of less than one million shares per
calendar month)” and “More Active” (any listed security that has a consolidated average daily volume equal
to or greater than one million shares per calendar month)” securities; and (ii) is not in the “penalty period,” as
that term is defined below.

For Less Active Securities, a DMM unit must maintain a bid and an offer at the National Best Bid (“NBB”)
and National Best Offer (“NBO”) (collectively herein “NBBO”) for an aggregate average monthly NBBO of
10% or more during a calendar month. For More Active Securities, a DMM unit must maintain a bid and an
offer at the NBBO for an aggregate average monthly NBBO of 5% or more during a calendar month. DMM
units must satisfy the quoting requirement for both categories (Less Active and More Active) of their assigned
securities. The Exchange will determine whether a DMM unit has met its quoting requirements for Less Active
and More Active securities for the “Trading Days” in a calendar month by reviewing each DMM unit's trading
on a monthly basis.

A DMM unit's eligibility to participate in the allocation process is determined at the time the interview is
scheduled, i.e., if the DMM unit has met the quoting requirement when the interview is being scheduled, then
it is eligible to participate in the allocation process as outlined below.

If a DMM unit fails to satisfy its quoting requirements for a one month period, the Exchange will issue an
initial warning letter to the DMM unit, advising it of its deficiency. If the DMM unit fails to meet its quoting
requirements for a second consecutive month, the DMM unit will be ineligible to participate in the allocation
process for a minimum of two months following the second consecutive month of its failure to meet its quoting
requirement (“Penalty Period”).

Once in the Penalty Period, a DMM unit must satisfy the quoting requirement for the two consecutive months.
If a DMM unit fails to satisfy its quoting requirement for the two consecutive months, the DMM unit will remain
ineligible to participate in the allocation process until it has met the quoting requirement for a consecutive two
calendar month period.

2. Allocation Process

Pursuant to new NYSE Rule 103B (III), the Exchange has eliminated the Allocation Committee to provide
issuers more choice in the allocation process. An issuer may proceed under one of two options pursuant to
the new allocation process.

a. Issuer chooses to select and interview DMM units
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An issuer may choose to select and interview the DMM units itself. In this event, the issuer selects a minimum
of three DMM units from the Exchange generated list of DMMs that meet the objective measure for eligibility
to participate in the allocation process.

The Exchange will notify all DMMs that an interview date has been selected by an issuer. Upon receiving
the notification that an interview has been scheduled for an issuer, all DMM units are strongly encouraged
to cease communication with the issuer. DMM units selected for an interview will be notified directly and are
allowed to provide material to the Exchange which will be given to the issuer the day before the scheduled
interview. Such material may include a corporate overview of the DMM unit and the trading experience of the
designated DMM. DMM units are prohibited from giving issuers information about other DMM units or market

performance data 3   other than the market performance data that the Exchange provides to an issuer as part
of its marketing materials when an issuer decides to list on the Exchange.

Within five business days after the issuer selects the DMM units to be interviewed (unless the Exchange
has determined to permit a longer time period), the issuer will meet with representatives of each of the DMM
units. At least one representative of the issuer must be a senior official of the rank of Corporate Secretary
or above. In the case of the listing of a structured product, a senior officer of the issuer may be present in
lieu of the Corporate Secretary. No more than three representatives of each DMM unit may participate in the
meeting, each of whom must be employees of the DMM unit, and one of whom must be the individual DMM
who is proposed to trade the company's security, unless that DMM is unavailable to appear, in which case the
individual DMM may participated by telephone. Interviews will normally be held at the Exchange, unless the
Exchange has agreed that they may be held elsewhere.

Following interviews, a DMM unit may not have any contact with an issuer. If an issuer has a follow-up
question regarding any DMM unit(s) it interviewed, it must be conveyed to the Exchange. The Exchange will
contact the unit(s) to which the question pertains and will provide any available information received from the
unit(s) to the listing company.

Within two business days of the issuer's interviews with the DMM units, the issuer must select its DMM
unit in writing, signed by a senior official of the rank of Corporate Secretary or higher, or in the case of a
structured product listing, a senior officer of the issuer, duly authorized to so act on behalf of the company.
The Exchange will then confirm the allocation of the security to that DMM unit, at which time the security will
be deemed to have been allocated. An issuer may request an extension from the Exchange if the issuer is
unable to complete its selection within the specified period.

b. Issuer chooses to delegate selection to the Exchange

The issuer may choose to delegate to the Exchange the authority to select its DMM Unit. If the issuer
delegates authority to the Exchange to select its DMM unit, three members of the Exchange's Senior
Management, as designated by the Chief Executive Officer (“CEO”) of the Exchange or his or her designee,
one non-DMM Executive Floor Governor and two non-DMM Floor Governors (“Exchange Selection Panel”),
shall select a DMM unit. The Exchange Selection Panel works effectively as if it were the issuer and therefore
its decision is based on a review of all information that would be available to the issuer. The non-DMM
Executive Floor Governor and non-DMM Floor Governors will be designated on a rotating basis.

The selection of the DMM unit will be made by majority vote with any tie votes being decided by the CEO of
the Exchange or his/her designee. The Exchange will notify the DMM unit and the issuer immediately of its
decision. The DMM unit will then be responsible for communication with the issuer and establishing contact
between the issuer and the individual DMM assigned to trade the issuer's security.

III. CHANGING A DMM

Pursuant to NYSE Rule 103B(III)(B)(2), the individual DMM assigned a security will be required to remain
the assigned DMM for one year from the date that the issuer's security begins trading on the Exchange. The
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DMM unit may designate a different individual DMM within the year by notifying the Exchange of the change
in DMM and setting forth the reasons for the change with the consent and approval of the issuer.

In addition, an issuer may request a change of DMM unit pursuant to Section 806.01 of the Exchange Listed
Company Manual. Once the request is confirmed in writing, the security will be put up for reallocation as soon
as practicable, in accordance with the allocation process set forth in NYSE Rule 103B, Section III.

IV. ADDITIONAL CHANGES TO ALLOCATION PROCESS

A. Exchange-Traded Funds

On October 19, 2007, the Exchange completed a transfer of all Exchange-Traded Funds (“ETFs”) admitted to
trading on the Exchange on an Unlisted Trading Privileges (“UTP”) basis to NYSE Arca SM NYSE Euronext's
fully electronic U.S. listing and trading platform as such, the Exchange has deleted the section related to the
allocation of ETFs admitted to trading on the Exchange on an UTP basis.

B. Closed-End Management Investment Companies (“Funds”)

Pursuant to the new Allocation policy, if the issuer of an initial Fund lists additional funds within nine
months from the date of its initial listing, the issuer may choose to maintain the same DMM unit for those
subsequently listed funds or it may select a different DMM unit from the group of eligible DMM units that the
issuer interviewed in the allocation process for its initial fund. The fund may also delegate the selection of its
DMM unit to the Exchange if it so chooses pursuant to the allocation process.

If a DMM unit is ineligible from participating in an allocation as set forth in Rule 103B, Section III, at the time
of a subsequent new Fund listing (within the designated ninemonth period), that DMM unit will not be included
for consideration for subsequent listings.

C. Spin-offs, Relistings, Common Stock, Target Stock, Warrants and Rights

Listing companies may remain with the DMM unit registered in the spin-off or related company or be allowed
to be referred for allocation through the allocation process. If the spin-off company, company related to a
listed company or relisting chooses to have its DMM unit selected by the Exchange pursuant to Rule 103B,
Section III(B), and requests not to be allocated to the DMM unit that is its listed company's DMM unit, such
request will be honored.

Common stocks (listed after preferred stock) will be referred for allocation through the allocation process.

Warrants issued by a listed company and traded on the Exchange may be allocated to the DMM unit
registered in the underlying security of the listed company. Upon request by the issuer, the warrant may be
allocated through the allocation process.

Rights are considered short-term securities, which are exempt from registration under the Securities
Exchange Act of 1934. Accordingly, rights will not be treated as listed securities on the Exchange and are not
subject to the allocation process pursuant to Rule 103B, Section III. Rights are assigned, when issued, to a
DMM unit by the Exchange.

DMM units that are ineligible to receive a new allocation due to its failure to meet the requirements of Rule
103B, Section (II)(D) and (E) will however, remain eligible to receive an allocation in situations involving
spinoffs, relistings, common stock listing after preferreds, target stocks and warrants.

D. Listed Company Mergers

When two NYSE listed companies merge, the merged entity is assigned to the DMM in the company that
is determined to be the survivor-in-fact (dominant company). Where no surviving/dominant entity can be
identified after two NYSE listed companies merge, the merged company may select one of the units trading
the merging companies without the security being referred for allocation, or it may request that the matter be
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referred for allocation through the allocation process. DMM units that are ineligible to receive a new allocation
due to its failure to meet the requirements of NYSE Rule 103B, Section II(D) and (E) will remain eligible to
receive an allocation pursuant to this section.

In situations involving the merger of a listed company and an unlisted company, where the unlisted company
is determined to be the survivor-in-fact, such company may choose to remain registered with the DMM unit
that had traded the listed company in the merger, or it may request that the matter be referred for allocation
through the allocation process. If the unlisted company chooses to have its DMM unit selected by the
Exchange, the company may not request that the Exchange exclude from consideration the DMM unit that
had traded the listed company.

E. Allocation Sunset Policy

The Exchange has extended the effectiveness of allocation decisions with respect to any initial public offering
listing company which lists on the Exchange from three months to six months. In situations in which the
selected DMM unit merges or is involved in a combination within the six month period, the company may
choose whether to stay with the selected DMM unit, or be referred to allocation. If a listing company does not
list within six months, the matter shall be referred for allocation through the allocation process.

F. Provisions For Allocation Of Listing Companies Transferring From NYSE ARCA, Inc. (“NYSE ARCA SM”) To
The NYSE

If a listing company transferring from NYSE Arca SM to the NYSE was assigned a NYSE Arca Lead Market
Maker unit that is also a DMM unit on the NYSE, the listing company can keep the DMM unit that was
originally assigned as the NYSE Arca LLM unit or it may choose to refer the matter for allocation.

G. NYSE Listed Company Manual

The Exchange clarified Section 106.02 by amending it to read as follows: In instances where a company has
delegated to the Exchange the selection of its DMM unit, the Exchange will immediately notify the company
by telephone and in writing of the name of the DMM unit, selected background information on the unit and the
reasons why the unit was selected.

IV. RESCISSION OF NYSE RULE 106

Former NYSE Rule 106 required, among other things, that DMM units make themselves available for contact
with their listing companies periodically throughout the year.

In today's world of electronic messaging, internet connectivity and automated trading, the entities described
above may not need the contact with a DMM unit as was prescribed in NYSE Rule 106. As such, the
Exchange rescinded NYSE Rule 106.

VIII. CONTACTS

Regulatory questions regarding this Member Education Bulletin should be addressed to:

Deanna Logan, NYSE Regulation, Inc., Office of General Counsel, at (212) 656-2389.

Jennifer D. Kim, NYSE Regulation, Inc., Office of the General Counsel, at 212-656-6438.

___________________________

Richard Ketchum

Chief Executive Officer

Copyright 2019, NYSE Group, Inc. All rights reserved.
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The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Failure to complete the SPEQ was also therefore removed from list of minor rule violations pursuant to
NYSE Rule 476A.

2  The Exchange further amended NYSE Rule 123E to assume responsibility for conducting a review of a
proposed DMM combination.

3  Information about a DMM unit's capital commitment is not considered market performance data under
the rule.
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November 14, 2008

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEXT GENERATION NYSE - ENHANCED RESERVE INTEREST CAPABILITIES,
DESIGNATED MARKET MAKER, PRIORITY & PARITY, e-quotes TO OPENBOOK, d-QUOTE ENHANCED
FUNCTIONALITY AND ELIMINATION CAP ORDERS

I. Purpose

The purpose of this Information Memo is to advise members and member organizations that the Securities

and Exchange Commission has approved the Exchange's Next Generation trading model. 1   This memo
describes the key features of the Next Generation trading model, which will be rolled out over the next few
weeks.

II. Background

To offer its customers the speed of electronic trading while preserving the benefits of having human-
moderated trading, the Exchange has decided to move to a Next Generation trading model that offers high-
tech for fast, automated and anonymous execution and high-touch for discovering and improving prices,
dampening volatility and adding liquidity. This model preserves the most beneficial elements of Floor-based
trading, but also adapts the Exchange's trading to reflect the pace and patterns of fully electronic markets.
Among other things, the Next Generation model includes: (i) enhanced reserve capabilities for all market
participants allowing displayed and nondisplayed (reserve) trading interest; (ii) the creation of a Designated
Market Maker (“DMM”) and the phasing out of the specialist role; (iii) changes to priority and parity rules
that reward displayed liquidity; (iv) d-Quotes interaction with non-marketable IOC to provide additional
opportunities for execution; (v) inclusion of e-Quotes in NYSE OpenBook® (“OpenBook”); and (vi) the
elimination Convert and Parity Orders (“CAP”) as valid order types on the Exchange.

III. Key Elements of the Next Generation Model

A. Enhanced Reserve Capabilities

As October 27, 2008, as a permanent rule change, off-Floor participants, Floor brokers, and DMMs will
have two ways of maintaining non displayed liquidity on the Exchange: “Minimum Display Orders” and “Non
Displayed” reserve interest.

1. Minimum Display Orders

A “Minimum Display Order” requires that a portion of the shares in the order (at least one round lot) be
designated for display when the interest is at or becomes the Exchange Best Bid or Offer (“Exchange BBO”).
Floor brokers and DMMs have equivalent functionality. These will be referred to collectively as “Minimum
Display Interest”.

Minimum Display Interest is eligible to participate in both electronic and manual transactions. Each time the
displayed portion of a Minimum Display Interest is executed, if reserve quantity remains, the displayed portion
is replenished and a new time-stamp is created for the replenished portion of that Minimum Display Interest,
while the remaining reserve interest retains the time-stamp of its original entry.
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Because Minimum Display Interest contains a publicly displayed component, when a DMM commences the
execution of a manual transaction, Exchange systems will aggregate all Minimum Display interest available
for execution at a given price point, and display that aggregated information to the DMM.

2. Non Displayed Reserve Orders

Off-Floor participants, Floor brokers and DMMs will also have the ability to maintain completely non-displayed
interest. This type of reserve interest, collectively referred to as “Non Displayed Reserve Interest”, does not
require that any portion of the order be designated for display.

Non Displayed Reserve Orders entered by Off-Floor participants will not be included in the published quote,
and will not be included in the aggregated amount that a DMM can see during a manual transaction.

Floor brokers may also utilize Non Displayed Reserve functionality to enter reserve interest that is excluded
from the published quote. Unlike Off-Floor participants, however, Non Displayed Reserve interest entered by
a Floor broker will be viewable by the DMM (in the aggregate) unless the Floor broker separately designates
the order “Do Not Display” by checking the “DND” box on the handheld terminal.

Off-Floor Non Displayed Reserve Orders and Floor broker Non Displayed Reserve interest that are

designated DND will not participate in any manual executions, including the open 2  , close, and any manual
executions that occur during a gap quote situation or when a manual execution is required to trade out of
an LRP that locks or crosses the market. As a result, this interest may be executed at an inferior price, and
will not be protected in any manual trade - at the choice of the Off-Floor participants. As a result, Off-Floor
participants who want non displayed liquidity that will participate in a manual transaction must enter Minimum
Display Orders. Similarly, Floor brokers that choose to have non displayed liquidity participate in a manual
transaction must not designate such interest DND.

Notwithstanding this, DMM interest that is entered as Non-Displayed Reserve will be eligible to participate
in a manual transaction (as the DMM unit is aware of its own interest and therefore there is no anonymity to
protect).

3. Market Information and Reserve Orders

NYSE Rules permit a DMM to disclose information about orders contained in the (Display Book”), in response

to a market probe or market look. 3   This includes “information about buying or selling interest in the market,
including aggregated buying or selling interest contained in Floor broker agency interest files other than
interest the broker has chosen to exclude from the aggregated buying and selling interest in response to
an inquiry from a member conducting a market probe in the normal course of business.” Floor brokers may
request market probes at any time.

Floor brokers and Off-Floor participants should be aware that in responding to a request for a market look,
DMMs have access to and share information about Minimum Display Reserve Orders interest and Floor
broker agency reserve interest that has not otherwise been excluded from the aggregate information available
to the DMM. As a result, the aggregate number of shares of these types of interest will be included in the
interest that will be shown to the DMM when he or she responds to a Floor broker's request for what is
available in Exchange systems for possible executions.

The Exchange will provide the DMM with a Market Look Template to assist him or her in responding to
market probe requests. DMMs, their trading assistants and anyone acting on their behalf should be aware
that they may only access Exchange systems to respond to Floor broker requests or for the purpose of
effecting transactions that are reasonably imminent. In order to ensure that DMMs are not inappropriately
accessing the information in the Market Look Template, the DMM is required to enter the badge number of
the Floor broker making the request into the template. If the Market Look Template is accessed and no Floor
broker badge is entered, then the DMM is assumed to be the requester of the data. The use of the Market
Look Template will be reviewed by NYSE Regulation Inc. (“NYSER”) on a pattern and practice basis. Based
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on a review of the patterns and practices, DMMs that access the Market Look Template without entering a
Floor broker badge number or effecting a transaction may be subject to disciplinary action.

B. Transition from Specialists to DMM and DMM Units

As part of its efforts to further modernize trading on the NYSE, the Exchange is replacing the existing
specialist system with a system centered on Designated Market Makers (“DMMs”) who are employees of
Designated Market Maker Units (“DMM Units”). DMMs and DMM Units will retain some of the functions and
obligations that specialists currently have, but will have access to tools that were not available to specialists,
and will be able to trade in ways that specialists could not.

1. DMMs and DMM Units to be Approved by the Exchange

The SEC has approved a new permanent rule, NYSE Rule 103 that requires that member organizations
who want to operate a DMM Unit be approved by the Exchange prior to operating a DMM Unit. The approval
requirement will be waived for existing NYSE specialist firms that decide to create a DMM Unit. Approval to
operate a new DMM Unit will be based on, among other things, the member organization's market making
ability, the capital that the member is willing or able to make available for market making and such other
factors as the Exchange deems appropriate. DMM Units approved to operate pursuant to NYSE Rule 103,
are required to maintain adequate minimum capital based on its registered securities. DMMs employed by
DMM Units to work on the Floor of the Exchange must be approved and registered with the Exchange. In
order to obtain such approval, applicants must submit an application to NYSE Regulation, Inc., which will
assess an applicant's regulatory fitness. Individuals acting as DMMs must pass a qualifications examination
prescribed by the Exchange. Once approved and registered as a DMM, such individual may conduct
business only on behalf of the DMM Unit for which he or she is employed. Individual specialists employed by
existing NYSE specialist firms as of October 24, 2008 will be automatically approved and registered as DMMs
and Relief DMMs.

C. DMM and DMM Unit Obligations

DMMs and DMM Units will retain certain of the obligations that were applied to specialists and
specialist units. These obligations are set out in NYSE Rules 104T and 104.

Rule 104T is a temporary rule that will only be in effect during the roll-out of certain software updates.
As a result, it will be effective as of October 27, 2008, for all securities operating on Display Book
release version 12.0 and will cease operation on a security-by-security basis on the earlier of the
date a particular book is transitioned to Display Book release version 12.20 or December 1, 2008. On
December 1, 2008 new NYSE Rule 104 will supersede Rule 104T for all securities.

When new Rule 104 takes effect for a particular security, DMMs will no longer receive any order-
by-order information in that security. DMMs will then be permitted to transmit Capital Commitment
Schedule interest (“CCS”)(explained below) for such security to the Display Book to trade at price

points outside, at, and inside the Exchange BBO. 4 

1. DMMs retain an affirmative obligation

Pursuant to NYSE Rules 104T and 104, DMMs will retain the specialist's affirmative obligation to the quality
of the markets in his or her assigned securities. As was the case with specialists, DMMs on the Floor of the
Exchange must maintain, in so far as reasonably practicable, a fair and orderly market. The maintenance
of a fair and orderly market implies the maintenance of price continuity with reasonable depth, to the extent
possible consistent with the ability of participants to use reserve orders, and the minimizing of the effects of
temporary disparity between supply and demand. In connection with the maintenance of a fair and orderly
market, a member acting as DMM should engage to a reasonable degree under existing circumstances in
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dealings for the DMM's own account when lack of price continuity, lack of depth, or disparity between supply
and demand exists or is reasonably to be anticipated.

2. DMMs no longer have a negative obligation

Effective October 27, 2008, DMMs will not be subject to the negative obligation that applied to specialists.

3. DMMs are not the “responsible broker dealer” for agents' orders

Pursuant to the permanent amendment of NYSE Rule 60 (Dissemination of Quotations) the DMM will not
serve as the “responsible broker dealer” for orders not originated by the DMM the way that specialists were;
rather, the member or member organization entering a bid or offer in a security (irrespective of whether such
member or member organization is “on the Floor”) is the “responsible broker-dealer” to the extent of such bid
or offer.

This change will result in two significant changes from the specialist's role: first, under amended NYSE Rule
60 the Exchange, and not the DMM, is responsible for the dissemination of quotations. Second, under NYSE
Rule 1001(a)(iv) (Execution of Automatically Executing Orders), the DMM will no longer be forced to be the
contra party in automatic executions that are attempting to execute against interest reflected in the published
quotation that has cancelled or is no longer available. Because Exchange systems are now capable of
accurately identifying each participant whose interest is reflected in the published quote and who therefore
are the contra party for the automatically executing order, the Exchange believes it is no longer necessary
to require the market maker in the security to shoulder the burden of being the contra party to un-reconciled
executions.

In addition, NYSE Rules 61, 118.30, 122, 123B, 123C, 902, 904 and 906 were amended to reflect that orders
are entered on the Exchange or transmitted directly to the Display Book rather than presented to the DMM for
representation and handling. Similarly, NYSE Rule 123B (b)(2)(B) has been deleted, reflecting the fact that
reports of executions are handled by Exchange systems and will not be sent by DMMs.

4. DMMs have Depth Guidelines and Minimum Quoting Requirements

The Exchange will continue to provide depth guidelines for each security and DMM Units will be expected
to continue to adhere to these guidelines. In addition to adhering to depth guidelines, DMMs are required
to maintain displayed bids and offers at the National Best Bid and National Best Offer (“NBBO”) (“inside”)
for a certain percentage of the trading day in assigned securities. Specifically, with respect to maintaining
a continuous two-sided quote with reasonable size, DMMs must maintain a bid or offer at the NBBO for
securities in which the DMM is registered at a prescribed level based on the average daily volume of the
security.

For purposes of calculating this quoting requirement, securities that have a consolidated average daily
volume of less than one million shares per calendar month are defined as Less Active Securities and
securities that have a consolidated average daily volume of equal to or greater than one million shares per
calendar month are defined as More Active Securities. For Less Active Securities, a DMM Unit must maintain
a bid or an offer at the NBBO for at least 10% of the trading day during a calendar month. For More Active
Securities, a DMM Unit must maintain a bid or an offer at the NBBO for at least 5% or more of the trading day
during a calendar month. DMM Units must satisfy the quoting requirement for both volume categories in their
assigned securities.

Time at the inside is calculated as the average of the percentage of time the DMM has a bid or offer at the
inside. For example, if a DMM maintains a quote at the National Best Bid for 6% of the trading day and
a quote at the National Best Offer for 4% of the trading day, then the average of these times is 5%. The
Exchange will determine whether a DMM Unit has met its quoting requirements on a month-by-month basis.

5. DMMs retain stabilization requirements
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Pursuant to the provisions of NYSE Rules 104T and 104, DMMs also have the re-entry requirements,
previously applicable to specialists, when effecting Neutral, Non-Conditional and Conditional transactions, on
the opposite side of the market depending on the type of transaction executed by the DMM.

6. Information Available to DMMs

Effective December 1, 2008, the DMM will no longer receive a copy of an order prior to the order be published
in Display Book. Accordingly, DMMs must be able to meet all of the above requirements without the benefit of
receiving copies of orders prior to the order being displayed.

7. Handling manual transactions

Although the DMM will no longer receive order-by-order information before other market participants, there
will continue to be times when human interaction is essential to market quality and maintaining a fair and
orderly market. Specifically, DMM will continue to have the ability to execute manual transactions and will
be responsible for facilitating the opening, re-opening, closing and, certain block transactions. In addition
the DMM will be responsible to effect transactions to resolve gap quote situations and when trading reaches
LRPs that would lock or cross the market.

As described in Section (III)(A)(1) above, when DMMs are facilitating manual transactions, Exchange
systems will provide DMMs the total volume of all orders eligible to participate (i.e. not including Non
Displayed Reserve Orders and aggregated Floor broker agency interest designated DND) in the transaction.
Eligible orders will be aggregated by Exchange system and shown to DMMs as available interest eligible to
participate in the manual execution. With this tool, DMMs will have the necessary information to appropriately
effect manual transactions, price the opening (re-opening) and closing transaction and trade out of GAP
quote and LRP locking and crossing the market situations.

D. DMM Interest and DMM Capital Commitment Schedule (“CCS”)

As part of their responsibility to maintain a fair and orderly market, DMMs are responsible to commit capital
in order to add liquidity to the market when there is little or no liquidity, and to bridge the gap between supply/
demand by purchasing when no one else is buying or selling when no one else is selling.

1. DMM Interest

a. DMM Interest and DMM Algorithms

DMMs will be permitted to employ algorithms to make trading and quoting decisions (“DMM Interest”) on
behalf of each DMM. DMM Interest will be permitted to: (i) supplement the size of the existing Exchange
BBO; (ii) maintain displayed and nondisplayed DMM Interest, as described more fully below; (iii) layer interest
at varying prices outside the Exchange BBO; (iv) partially or completely fill an order at the Exchange BBO or
at a sweep price; (v) trade at and through the Exchange BBO; (vi) trade in a sweep transaction; (vii) provide
price improvement ; and (viii) match better bids and offers published by other market centers where automatic
executions are immediately available. Any DMM interest included in the displayed quantity and nondisplayed
quantity will be executed pursuant to NYSE Rule 72.

b. Limitations on the Execution of DMM Interest

Exchange systems will prevent DMM Interest from executing against resting DMM interest, i.e., executing
wash trades. The Display Book will ignore any DMM Interest on the opposite side of the arriving marketable
DMM Interest and exclude such DMM Interest from the trade. Further, to prevent the excluded DMM Interest
from rebidding through the last sale, Exchange systems will cancel the DMM Interest that was excluded in the
execution.
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DMM Interest will be capable of trading at and through the Exchange BBO in a sweep trade. If, however, the
Exchange BBO on the opposite side consists entirely of DMM Interest, arriving DMM Interest will not trade
against at the Exchange BBO, because that would constitute a “wash sale.” The arriving DMM Interest will
instead sweep the Display Book at prices through the excluded DMM Interest. Exchange systems will then
cancel the DMM Interest that was excluded and re-quote the new best interest.

2. Capital Commitment Schedules

In addition to DMM Interest, effective no later than December 1,2008, DMMs will be permitted as part of the
pilot pursuant to NYSE Rule 104 to transmit to the Display Book a schedule of additional liquidity that the
DMM is committing to provide at specific price points. This liquidity, known as the DMM Capital Commitment
Schedule (“CCS”), will provide the Display Book with the amount of shares that the DMM is willing to trade at
price points outside, at and inside the Exchange BBO. CCS is separate and distinct from other DMM Interest.
DMM algorithms will be enabled to send Exchange systems this schedule of additional non-displayed trading
interest.

a. Execution Logic for Trades Involving CCS Interest 5 

When an order is entered, Exchange systems will conduct a series of calculations in order to determine the
execution price of that order, as follows:

First, Exchange systems review all the liquidity available on the Display Book including CCS interest and
will determine the price at which the full size of the order could be satisfied (the “completion price”). The
completion price compares the unfilled volume of the contra side order (i.e., the volume of the contra side
order that exceeds the volume available to execute against it that is then present in the Exchange bid or offer)
against the additional displayed and non-displayed interest available in the Display Book (which may be at
more than one price point), in order to determine the price at which the remaining volume of the contra side
order can be executed in full.

Second, Exchange systems review the number of CCS shares that would be allocated to determine if the
number of shares that would be allocated to the DMM's CCS at the completion price is less than the number
of CCS shares that would be allocated at the next different price. For purposes of this calculation, the “next
different price” means the first amount of CCS interest that is one or more minimum price variations (“MPV”)
above the completion price (in the case of an order to sell) or the first amount of CCS interest that is one or
more MPVs below the completion price (in the case of an order to buy) (hereinafter collectively referred to as
“better price”).

If the volume of CCS interest that would be allocated is the same at both the completion price and the better
price, the CCS will participate at the completion price; with CCS interest executing against balance of the
order after other interest at the completion price has been executed. If, on the other hand, the number of
shares that would be allocated to the DMM's CCS interest at the better price is more than the number of
shares that would be allocated to the DMM's CCS interest at the completion price, then the order will be
executed first at the better price, with CCS interest executing against the balance after other interest at the
better price has executed. If the incoming order is not fully executed at the better price, the remaining balance
will be executed at the completion price against displayable and non-displayable interest, as set out in NYSE
Rule 72.

A DMM's CCS interest may participate only once in the execution of an incoming order. As such, CCS
interest that may exist at the completion price is ineligible to trade with any remaining balance of the incoming
order if the DMM's CCS interest was included in the execution of any portion of such order at the better price.

b. Using CCS Interest for Price Improvement

A DMM's CCS interest inside the Exchange BBO will be accessed by Exchange systems to provide price
improvement to incoming orders and to match better-priced bids and offers if available on away market
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centers. DMMs will not be required to be represented in the bid or the offer in order to provide price
improvement interest.

Pursuant to amended NYSE Rule 1000(e) (part of the New Model Pilot), CCS interest may trade inside the
Exchange BBO with interest arriving in the Exchange market that (i) is eligible to trade at or through the
Exchange BBO; or (ii) will be eligible to trade at the price of non-displayable reserve portion of Reserve
Orders and Floor broker agency interest files reserve interest (“hidden interest”); or (iii) will be eligible to route
to away market interest for execution if the total volume of CCS interest, plus d-Quote interest in Floor broker
agency interest files, plus any interest represented by hidden interest would be sufficient to fully complete the
arriving interest at a price inside the Exchange BBO.

The Display Book will determine the price point inside the Exchange BBO at which the maximum volume of
CCS interest will trade, taking into account the volume, if any, available from d-Quotes and hidden interest.
The arriving interest will then be executed at that price, with all interest (CCS, d-Quote, non-displayed reserve
interest) trading on parity. Any reserve non-CCS interest of the DMM that is also eligible to trade at the
price inside the Exchange BBO at which the execution will take place will be aggregated with the DMM's
CCS interest at that price when the trade execution is allocated. In this manner, an incoming order may be
executed at multiple price points in between the quote against d-quotes, Non Displayed Reserve interest of all
participants and CCS interest. However, CCS interest may only participate once if more than one execution is
required to fill the order.

E. Priority and Parity

Effective October 27, 2008, the Exchange has amended NYSE Rule 72 to operate as part of the New
Model Pilot, in order to provide all market participants the ability to receive executions on an equal

basis (“parity”) with other interest available at that price. 6 

1. Parity Groupings

Under the amended rules, the parity groupings will be as follows:

• Individual Floor brokers will each constitute a single market participant.
• The DMM registered in the security will be a single market participant
• All Off-Floor orders entered in Exchange systems at the Exchange BBO will together constitute a

single market participant (“Off-Floor Participant”)

2. Share Allocations and Yielding during Executions

Unlike the specialists, who must yield to all Off-Floor interest, DMM Interest at any price point will no longer
be restricted in its ability to receive shares during an execution and is not required to yield to any Off-Floor
interest. As a result, NYSE Rule 108 was amended to reflect that it no longer applies to DMMs.

The Exchange has also changed its overall allocation logic to require that for all executions, at the Exchange
BBO or outside the Exchange BBO, the displayable bids (offers) will trade first with orders to sell (buy). In
the event that all displayable interest is completely executed at the price point and there is non- displayable
interest available for execution at that price point, the remainder of the incoming order will be executed
against the non- displayable bids (offers) at the price point. The non- displayable bids (offers) will trade on
parity with the orders to sell (buy) at the price point.

3. Priority and Parity for “Setting Interest”

The Next Generation market model rewards participants who set the best bid or offer published by the
Exchange by giving those participants priority over other interest at the same price.

a. Definition of Setting Interest
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Under NYSE Rule 72, whenever a participant is the only participant at a price point at the time that price
point becomes the best bid or offer, the participant's interest will be the “Setting Interest” at that price. If,
subsequently, there is more than one bidder (offerer) participating in an execution along with the Setting
Interest, the displayed portion of such Setting Interest is entitled to priority.

In order to qualify as Setting Interest, the interest must have been the only displayable interest quoted
at the price. For example, Floor broker A submits a limit order to buy at $30.34 when the NYSE quote is
$30.35 bid and $30.40 offer. The quote then moves to $30.34 bid and Floor broker A is the only displayable
interest at that price point. Floor broker A's limit order is the Setting Interest and entitled to priority. Similarly,
if Floor broker A's limit order is joined by a Non Displayed Reserve Order just prior to the quote moving to
$30.34, Floor broker A is still entitled to Setting Interest status as Floor broker A's limit order is still the only
displayable interest at $30.34 when it was quoted. Only the quoted (i.e., displayed) portion of the Setting
Interest is entitled to priority.

b. Allocation Logic for Setting Interest

Exchange systems will be responsible for share allocation in executions that involve Setting Interest.
Exchange systems will allocate the first 15% of any execution (with a minimum of one round lot) at that price
to the displayed portion of the Setting Interest. The remainder of displayed portion of the Setting Interest
will receive executions on parity with other interest available at that price. Exchange systems will repeat the
allocation logic for the Setting Interest for subsequent executions until the displayed portion is completely
executed. Any remaining non-displayed portion of the Setting Interest will be executed on parity.

The displayed portion of the Setting Interest will retain its standing even if the Exchange BBO moves away
from the setting price point.

Example

Assume that the DMM is established as the Setting Interest at $30.05 bid. A sell order is executed
against the DMM's displayed Setting Interest at $30.05 that does not completely execute the displayed
portion of the DMM's Setting Interest. The Exchange best bid then moves to $30.07. If the Exchange
best bid again becomes $ 30.05 on that day, the remaining displayed portion of the DMM's Setting
Interest will again receive the first 15% of any subsequent execution at the $30.05 bid until the
displayed portion of the DMM's Setting Interest is executed or cancelled, until trading in the stock is
halted, or until the trading session ends.

All allocations to the Setting Interest will decrement the displayed portion of the Setting Interest first,
regardless of whether the allocation is based on priority or parity. Partial cancellations will count first against
the non-displayed portion of any Setting Interest.

Setting Interest may be executed on parity with no priority allocation if the quote moves to a better price point
after the Setting Interest is established, and a subsequent incoming order exceeds the shares available for
execution at the newly established Exchange BBO. In those instances, the Setting Interest will be executed
on parity, with the displayed portion of the Setting Interest being decremented first.

Example

Assume that Customer X is established as the Setting Interest at a bid of $20.05. A sell order is
executed against the displayed portion of Customer X's Setting Interest at $20.05 that does not
completely execute Customer X's displayed Setting Interest. The Exchange best bid then moves to
$20.07. A subsequent sell order is entered into Exchange systems to execute against the $20.07 bid
that exceeds the number of shares available for execution at the $20.07 bid. There is bid interest at the
price of $20.06.

In order to complete the execution of the sell order, Exchange systems will execute the remainder of
the order against all the available interest at the bid prices of $20.06 and $20.05. The displayed portion
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of Customer X's Setting Interest will be executed with all other available interest at $20.05 on parity as
if there was no Setting Interest.

4. Parity in the Absence of Setting Interest

Where there is more than one bidder (offerer) participating in an execution and none of the bids (offers) was
established as the Setting Interest at a particular price, the shares will be allocated on parity as follows:

Exchange systems will divide the size of the executing order by the number of participants, with all Off-

Floor interest being treated as a single participant for purposes of parity allocations. 7   The total number of
shares to be allocated to each participant will be distributed equally among the participants where possible.
Executions will be allocated in round lots.

In the event the number of shares to be executed at the price point is insufficient to allocate round lots to
all the participants eligible to receive an execution at the price point, the Exchange systems will create an
allocation wheel of the eligible participants at the price point and the available shares will be distributed to the
participants in turn.

On each trading day, the allocation wheel for each security is set to begin with the participant whose interest
is entered or retained first on a time basis. Thereafter, participants are added to the wheel as their interest
joins existing interest at a particular price point. If a participant cancels his, her or its interest and then rejoins,
that participant joins as the last position on the wheel at that time.

In instances where the shares to be executed are sufficient to split among Participants, the distribution of
shares will be done equally among the Participants.

Example

Assume that the Display Book has displayed two bids from Off-Floor Participants for a total volume
of 200 shares, the DMM and three Floor brokers are bidding at the same time for 100 shares each,
Exchange systems will divide an execution among the participants as explained below.

Order#1 100 shares & Order #2 100 shares Book Participant
DMM 100 shares Participant A
Floor Broker 1 100 shares Participant B
Floor Broker 2 100 shares Participant C
Floor Broker 3 100 shares Participant D

A market order for 500 shares to sell entered in Exchange systems will allocate 100 shares to Book
Participant Order #1and Participants A, B,C and D.

In instances where the shares to be executed are insufficient to split among Participants, the distribution of
shares will be executed serially.

Example

Assume that the state of the Display Book is the same as in the example immediately above.

A market order for 300 shares to sell entered in Exchange systems will allocate 100 shares to Book
Participant Order #1, Participant A and Participant B. Subsequently, another order to sell 300 shares
at the same price is received by Exchange systems. Those shares will be allocated to Participant C,
Participant D, and Order #2 Book Participant.

Non Displayed Interest at price points between the Exchange BBO will also trade on parity. Thus non-
marketable orders that are priced in between the Exchange BBO will be eligible to be executed against all
non-displayed interest in Exchange systems at those price points. The total number of shares to be allocated
will be distributed based on parity.

F. Floor Brokers
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Along with rules addressed to DMMs, effective October 27, 2008, the Exchange made permanent changes to
existing rules that apply to Floor brokers.

1. Enhanced d-Quote functionality

The Exchange re-titled NYSE Rule 70 as “Execution of Floor Broker Interest” and amended it to enhance the
functionality of the Floor broker d-Quote to increase the liquidity available for executions on the Exchange.
Pursuant to amended Rule NYSE 70 d- Quotes may partially or completely fill a non-marketable immediate or
cancel order (“IOC”) which includes NYSE IOC, Reg. NMS IOC and an Inter-market Sweep Order (“ISO”) that
are within the d-Quotes' discretionary range.

Allowing the d-Quote to interact with a non-marketable IOC, the Exchange will provide the IOC an opportunity
to receive a partial or complete execution. In instances where the d-Quote only partially completes the order,
the remaining portion of the nonmarketable IOC will be automatically and immediately cancelled.

2. Elimination of Percentage Orders

NYSE Rules 13, 70.25(d)(i)(A), 123A.30 and 1000(d)(2)(D) were amended to rescind percentage orders as
acceptable order types on the Exchange. As a result of these amendments, a Floor broker will no longer
be permitted to enter CAP-DI orders. In place of this order type, the Exchange has provided Floor brokers
access to algorithmic technology that replicates the trading strategy achieved by the use of CAP-DI orders
through the Floor broker's handheld electronic device.

As a replacement to CAP-DI, d-quotes pursuant to NYSE Rule 70.25(a)(ii) will now participate up to its
maximum amount of discretion in the opening and closing transactions.

3. Floor broker interest to OpenBook

The Exchange will publish to the OpenBook system at every price point Floor broker interest not designated
DND. The displayable portion of Floor broker interest that has otherwise been designated DND will only be
included in OpenBook when such interest is at the Exchange BBO. Floor broker agency interest employing
Non Displayed Reserve functionality, as described above, will not be included in OpenBook. The Exchange
believes that including this interest in OpenBook will provide its customers with a fuller view of the liquidity
available on the Exchange.

G. Miscellaneous Additional Amendments

NYSE Rule 85 “Cabinet Securities” has been deleted as the Exchange no longer has securities dealings
by means of cabinets. Conforming changes or deletions have been made to NYSE Rule 91, Rule
123A.22, .25, .71, .72, Rule 299A and Rule 440G.

NYSE Rule 1000 has been amended to reflect that the order size eligibility on the Exchange is up to a
maximum of 6,500,000 shares.

IV. Contacts

Business and operational questions regarding the information contained in this memorandum should be
directed to:

Paul J. Bauccio, Vice President, Floor Operations, at (212) 656-2929 Robert Airo, Vice President, Sales and
Relationship Management, at (212) 656-5663 Todd Abrahall, Vice President, Specialist Liaison, at (212)
656-4966 Michael J. Rutigliano, Vice President, Broker Liaison, at (212) 656-4679.

Regulatory questions regarding this Information Memo should be directed to:
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Deanna Logan, NYSE Regulation, Inc., Office of General Counsel, at (212) 656-2389 Clare Saperstein,
NYSE Regulation, Inc., Office of General Counsel, at (212) 656-2355 Patricia Bergholc, NYSE Regulation,
Inc., On-Floor Surveillance Unit, at (212) 656-4948.

___________________________

Richard Ketchum

Chief Executive Officer

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Certain amendments approved by the Commission will operate as a pilot ("New Model Pilot") for
approximately one year scheduled to end on October 1, 2009 or such earlier time as the SEC approves
a formal request by the NYSE to make the New Model Pilot rules permanent. Other amendments were
approved as final rules. Implementation of all changes described herein will be done on a stock by stock
basis as the technology is rolled out across the Floor.

2  Non Displayed Reserve Orders and Floor broker Non Displayed Reserve interest designated DND also
do not participate in the automated opening transactions.

3  The amendments to NYSE Rules 13, 70.20 and 115 governing Reserve Orders and Market Information
are permanent changes and are not part of the New Model Pilot.

4  Please note that new NYSE Rule 104 will operate as a pilot through October 1, 2009.
5  For a fuller discussion of the operation of CCS Interest with trading examples see SR-NYSE-2008-46

pages 40 through 44 available on the NYSE website at: http://apps.nyse.com/commdata/pub19b4.nsf/
docs/D32039E2AF7F084B852574F0004EE216/$FI LE/NYSE-2008-46%20A-1.pdf

6  The amendments to Rule 72 apply only to round lot executions. Odd lots will continue to be executed in
the odd lot system and priced pursuant to NYE Rule 124 (Odd Lot Orders). The DMM will continue to be
the contra to all odd lot executions as the specialists are currently.

7  Within the single off-Floor Participant, executed shares will be allocated to off-Floor interest in order of
time priority of receipt of Off-Floor Participants' Interest into Exchange systems.
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November 14, 2008

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENT OF EXCHANGE RULE 123D - Elimination of Subpenny Halt trading condition

I. Purpose

The purpose of this Information Memo is to advise members and member organizations that effective Monday
November 17, 2008, the New York Stock Exchange, LLC (“Exchange” or “NYSE”) has eliminated the “Sub-
penny Halt” trading condition pursuant to NYSE Rule 123D(3).

II. Background

On March 5, 2007, the Exchange amended NYSE Rule 123D (3), to create a “Subpenny” trading halt
condition (“Sub-penny Halt”) which is a non-regulatory halt that was immediately triggered whenever a
security trading on the NYSE was reported on the Consolidated Tape during normal trading hours as
being executed at a price of $1.05 or less per share, or if a security would open on the NYSE at a price of
$1.05 or less per share. The Exchange implemented the Sub-penny Halt in March, 2007, because at the
time, Exchange systems did not accommodate sub-penny executions on orders routed to better-priced
protected quotations. Further, Exchange systems did not recognize a quote disseminated by another market
center if such quote had a subpenny component. As such, Exchange systems were at risk of inadvertently
trading through better-priced protected quotations. The Sub-penny Halt ensured that the Exchange did not
inadvertently violate Regulation NMS.

Once a Sub-penny Halt was in effect, trading in the subject security did not resume at the NYSE until the
security traded on another automated trading center for at least one entire trading day at a price or prices that
were at all times above $1.10.

III. Elimination of the Sub-penny Halt

The Exchange is now eliminating the Sub-penny Halt trading condition because Exchange systems are
capable of recognizing protected quotations with a subpenny component in its round-lot market and
accommodating away market executions in subpennies, in compliance with SEC Rules 611 and 612 under
Regulation NMS.

The amendment will also apply to the odd lot system; however, Exchange system enhancements that will
enable the recognition of sub-penny quotations for pricing of odd-lots in the odd-lot system are contained in

the technology associated with Phase 2 implementation of the New Market Model. 1   Until the conclusion of
the Phase 2 implementation, which is scheduled to be completed no longer than ten weeks after October 24,
2008, those odd-lot orders that would receive an execution price based on the NBBO as set forth in NYSE
Rule 124 will be priced at the last NBBO that did not contain a sub-penny price.

IV. Staff Contacts

Questions regarding the operational procedures described in this Information Memo should be directed to:

Paul Bauccio, Vice President, Operations, at (212) 656-2929.

Regulatory questions regarding this Information Memo should be addressed to:

Deanna Logan, Managing Director, Office of General Counsel, at (212) 656-2389.
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Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
booth in the Garage. Questions that are not time sensitive may also be submitted to Ask Market Surveillance.
(For information about the Ask Market Surveillance System, refer to Member Education Bulletin 2006-3,
which was issued on January 30, 2006, if you or your firm is not already a subscriber.)

___________________________________

Richard Ketchum

Chief Executive Officer

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release No. 58845 (October 24, 2008), 73 FR 64379 (October 29, 2008)
(SR-NYSE-2008-46).
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October 31, 2008

   ATTENTION: CHIEF COMPLIANCE OFFICER, CHIEF TECHNOLOGY OFFICER

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: REPORT CARD COMPLIANCE WITH NYSE RULE 123(e) and (f) - SECOND RELEASE

I. Purpose

On October 31, 2008, NYSE Regulation, Inc.'s Division of Market Surveillance of (“MKS”) will implement the
second release of the Front End System Capture (“FESC”) Report Cards for monitoring compliance with
NYSE Rule 123(e) and (f) (collectively the “Rule”). This second release of the FESC Report Cards will be
available to all Member Organizations (i.e. Firms entering orders and Firms offering direct access) via NYSE's
Electronic Filing Platform (“EFP”). This is a change from the initial FESC Report Card release where only

Clearing Firms could access. 1 

The FESC Report Cards will be available on a monthly basis and will consist of a report of potential violations
related to order entries and reports of execution. MKS is making the FESC Report Cards available to Member
Organizations to be used as a compliance tool to supplement the Firm's overall compliance program.

II. Background

NYSE Rule 123(e) and (f) require Floor Members to submit order information to the FESC database before
the orders are represented on the Floor, and also requires all reports of executions related to such orders be
reported through FESC. Additionally, the Rule requires Floor Members to submit specific data elements to be
recorded when an order is entered, and the related execution is reported.

In March 2005, NYSE Regulation, Inc. issued Information Memo 05-13, which specified the programming
requirements for all proprietary or vendor-provided order management systems.

Information Memo 05-13 details the information related to the entry of orders and reports of execution into
the FESC database to ensure compliance as required by the Rule. In addition, NYSE Regulation issued
Information Memo 06-67 which members should carefully review as a reminder to Information Memo 05-13.

The FESC Report Cards will contain the following five categories: 2 

Category 1: Reports of execution submitted without corresponding order details.

Category 2: Reports of execution submitted prior to the entry of the order details.

Category 3: Reports of execution for an order with aggregate size greater than the order's size.

Category 4: Reports of execution with missing or invalid account types.

▪ Member Organizations should note that orders entered via SuperDOT and then routed to
the Broker-Booth Support System (“BBSS”) for execution by a broker will retain the account-
type information entered into SuperDOT. As a result, if the account-type field is empty in
SuperDOT, it will remain empty in BBSS and FESC. Consequently, the failure to enter
account type information during order entry can lead to violations of Rule 123(f) since it will
result in the submission of an execution report without the required account type information.

Category 5: FESC submissions with missing or invalid order details.
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III. Process Description

MKS will make the Report Cards available from the EFP Portal Authorized Applications Panel, under the
name FESC Report Cards. Members can access the EFP via the following link https://efp.nyse.com/efp/
efp_login.html. A username and password will be required to access the system and each Firm's authorized
user will be required to authenticate their login. Member Organizations will be required to provide a list
of users authorized by the Chief Compliance Officer or other authorized Officer designee of the Member
Organization. Usernames and passwords can be obtained from the SIAC service desk.

Upon entering the FESC Report Cards portal, Member Organizations can access their Report Cards by
selecting the specific month of interest from the drop down menu. The Report Card will contain a summary of
the potential violations under each Category noted above and detailed samples of each Category as follows:

▪ Quality Performance for March 2008: This refers to the percentage of the aggregate orders or
executions against each Category that were potentially violative (the non-compliance ratio).
▪ NYSE Rule 123(e) and (f) - Summary report: This summarizes the number of potential violations
under each Category for the specific month identified.
▪ Missing Order Detail, Execution Prior to Order and Execution Exceeds order - Sample Report:

▪ This report provides detailed samples 3   of potential violations related to categories 1, 2 and 3.
▪ Missing or Invalid Account Type - Sample Report: This report provides a detailed sample of
potential violations as described above under Category 4.
▪ Missing or Invalid Order Details - Sample Report: This report provides a detailed sample of
potential violations as described above under Category 5. The missing or invalid field will be
identified with an asterisk.

All reports are available in the Comma Separated Value (“CSV”) format but can be converted to Excel by
opening and saving the file as an Excel document. Reports will be made available on the 15 th day of each
month (or the next business day thereafter, if the 15 th falls on a weekend or holiday), for the preceding
month. In addition, each report will be maintained as a historical record for a period of three years, with the
earliest report available for the month of September 2008.

The Report Cards are being provided to member organizations as a compliance tool to supplement the
member organization's overall compliance program. Under NYSE Rule 342, member organizations are
required to maintain appropriate supervisory controls over its business activities. To that end, member
organizations are expected to use the information in the Report Cards to assist in evaluating its compliance
with NYSE Rules 123(e) and (f), and where applicable, to timely address issues identified in its Report Cards.

Member Organizations are reminded that they must have adequate policies and procedures in place to
ensure all members and staff responsible for order entry and their respective executions are adequately
informed of NYSE Rule 123 (e) and (f)'s requirements. In addition, Member Organizations are also reminded
that they must have supervisory controls to ensure members and staff adhere to the Rule's requirements.

IV. Staff Contacts

Questions regarding this memo may be directed to Michael Matejczyk, Director, Market Surveillance, at (212)
656-4854 or Andrew White, Director, Market Surveillance at (212) 656-4498.

Technology related questions may be directed to SIAC service desk at (212) 383-2062.

Questions that are not time sensitive may also be submitted to Ask Market Surveillance. (For information
about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3, which was issued on
January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

John F. Malitzis
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Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Note: Only Member Organizations (i.e. Firms entering orders and Firms offering direct access) will have
access to the FESC Report Cards; Clearing Members will no longer have access to the application. For
more information on the initial FESC Report Card Release, please see NYSE Information Memo 08-31,
dated June 25, 2008.

2  These are the same categories contained in the initial release of the FESC Report Cards.
3  The detailed samples provide a specific number of violations flagged under a particular Category and

do not represent an aggregate report of all the potential violations that may have been flagged for the
Member Organization. To determine the number of potential violations under a specific Category, refer to
the Quality Performance section of the report card.
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October 16, 2008

   ATTENTION: FLOOR MEMBERS, CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, COMPLIANCE
AND LEGAL DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: PROPOSED NYSE ALTERNEXT US RULE 104A.50 REPORTING REQUIREMENTS

Purpose

The purpose of this Notice is to supplement Information Memorandum 2008-44 entitled “Reporting
Requirements Related to Planned Transfer of Equities Operations to NYSE Alternext US LLC” and to advise
all members and member organizations of the below specialist equity trading and specialist options and
single stock futures trading reporting requirements.

Specialist Equity Trading Reporting

The proposed NYSE Alternext US Rule 104A.50 requires every specialist to keep a record of purchases
and sales initiated on the Floor in the specialist's registered stocks for an account in which the Specialist
has an interest. Additionally, specialist firms must electronically submit their daily opening positions and their
dealer purchases and sales in their specialty issues in an automated format. This data is often referred to
as Form 81 information, because historically Form 81 was the form on which the data was submitted at the
NYSE. Consistent with NYSE's current practice, NYSE Alternext US will record dealer activity at the end
of each trading day in a file known as “Position Minder MRO” that is derived from the specialists' input to
the Display Book. This report will be provided to the specialists. The specialists' principal transactions, and
other events that affect their positions captured by the Display Book, do not need to be reported separately to
NYSE Alternext US. However, specialists must continue to report their daily opening positions, and may make
additions or replacements to the Position Minder MRO data, using the Specialist Transaction Data Reporting
System.

To ensure compliance with the Specialist Transaction Data Reporting System requirements, member
organizations should thoroughly review the requirements of proposed NYSE Alternext US Rule 104A.50.
For additional information on reporting, please contact Michael Fryer, Director, NYSE Market Surveillance,
at (212) 656-4656. The technical documentation for the Specialist Transaction Data Reporting System
is available for review in Specialist Transaction Data Reporting System Technical Specifications version
1.5. For technical issues concerning reporting please forward all questions via email to Scott Menkes,
Managing Director in Regulatory Systems, at smenkes@nyx.com, Mark Salem, Senior Technical Director in
Development, at msalem@nyx.com, or Neal Feder, Technical Director in Development, at nfeder@nyx.com.

Specialist Options and Single Stock Futures Trading Data Reporting

The proposed NYSE Alternext US Rule 105 permits specialists to hedge their equity positions, using option
contracts, against their equity positions within certain guidelines provided within Rule 105. The proposed
NYSE Alternext US Rule 104A.50 requires every specialist to keep a record of all options and single stock
futures purchases and sales to hedge his specialty stock positions as permitted by Rule 105. Additionally,
specialists must report such transactions in an automated format using a Form 81-O. Specialists are required
to submit all orders and positions for options overlying their specialty stocks regardless of whether orders are
executed. The Form 81-O submission deadline is currently three days after the reportable activity occurred (T
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+3). Specialists are required to submit their Form 81-O data to the NYSE on a weekly basis via the Electronic
Filing Platform (“EFP”).

To ensure compliance with the Form 81-O reporting requirements, member organizations should thoroughly
review the requirements of proposed NYSE Alternext US Rule 104A.50 and proposed NYSE Alternext US
Rule 105. For additional information on reporting, please contact Michael Fryer, Director, NYSE Market
Surveillance, at (212) 656-4656. For technical assistance with reporting, please contact Scott Menkes,
Managing Director in Regulatory Systems, at smenkes@nyx.com.

Staff Contacts

If you have any additional questions pertaining to NYSE Alternext US reporting requirements, please review
Information Memorandum 2008-44, or contact John Saxton, Director, NYSE Market Surveillance, at (212)
656-2324, or Andrew White, Director, NYSE Market Surveillance, at (212) 656-4498.

___________________________

John F. Malitzis

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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October 13, 2008

   ATTENTION: COMPLIANCE AND LEGAL DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NYSE Rule 392 and PIPE Reporting Obligations

* * * NOTE: PLEASE ROUTE TO SYNDICATE DEPARTMENT * * *

I. Purpose

This Information Memo is to remind members and member organizations acting as placement agents in
Private Investment in Public Equities (“PIPE”) transactions of their reporting obligations pursuant to NYSE
Rule 392.

II. Background

NYSE Rule 392 requires a member or member organization which acts as the lead underwriter of any
offering in a listed security to notify the NYSE of such offering and provide certain specified information. As
members and member organizations are aware, PIPE transactions are covered by NYSE Rule 392 and
the reporting requirements of the rule apply to those individuals or entities acting as placement agents on
PIPE transactions. Since the inception of NYSE Rule 392, there has been a substantial increase in the use
of PIPE transactions by companies listed on the NYSE. Securities issued pursuant to PIPE transactions
may significantly impact the price and trading activity in the relevant stocks, and thus may materially impact
how NYSE Regulation reviews and monitors that activity. Accordingly, it is imperative that NYSE Regulation
be made aware in a timely manner of, and be provided with the necessary information relating to, all such
transactions for which our members and member organizations are involved in the distribution.

III. PIPE Reporting Obligations

Members and member organizations are reminded that when acting as placement agents on PIPE
transactions involving NYSE-listed issues, they are required to submit specifics of the PIPE transaction in the
form required by the NYSE, as described in NYSE Rule 392 and Information Memo 97-41 (July 30, 1997).
Submissions should be made to the Division of Market Surveillance to the staff contacts listed below, and
should clearly identify the transaction as a PIPE.

Members and member organizations are also reminded that upon the transfer of Alternext equities trading to
NYSE systems, currently scheduled for December 1, 2008, the obligations of Proposed NYSE Alternext Rule
392 will apply to all instances in which members and member organizations act as placement agents for PIPE
transactions in NYSE Alternext US LLC-listed securities. See Information Memo 08-44 (September 19, 2008).

Member organizations should note that this is an ongoing regulatory requirement and that failure to submit
required information may result in disciplinary action, including formal action.

IV. Staff Contacts

Questions regarding this Information Memo should be directed to Lisa Neuner, Director, Market
Surveillance, (212) 656-5393, lneuner@nyx.com, or John Kroog, Director, Market Surveillance, (212)
656-6532, jkroog@nyx.com.

___________________________
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John F. Malitzis

Executive Vice President

Market Surveillance
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The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

899

http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 08-52

Click to open document in a browser

October 9, 2008

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENT TO RULE 104.10 REGARDING SPECIALIST STABILIZING TRANSACTIONS
AND EXTENSION OF CONDITIONAL TRANSACTIONS PILOT IN ALL SECURITIES

The purpose of this Information Memo is to advise members and member organizations that the NYSE has
submitted to the Securities and Exchange Commission (the “Commission”), for immediate effectiveness,
a filing to extend the operation of the pilot regarding specialist stabilization requirements applicable to
Conditional Transactions under Rule 104.10(6) in all securities. The Stabilization Pilot program will now
extend to December 31, 2008.

On October 26, 2007, the Commission approved the ability of NYSE specialists to effect Conditional
Transactions pursuant to Exchange Rule 104.10(6) in all securities traded on the NYSE to operate as a
pilot, initially through March 31, 2008. Conditional transactions are specialists' transactions that establish or
increase a position and reach across the market to trade as the contra-side to the Exchange published bid
or offer. Under this current Conditional Transaction Pilot, NYSE specialists are allowed to effect Conditional
Transactions in all securities traded on the NYSE.

As a result of the Stabilization Pilot extension, the provisions with respect to Conditional Transactions will
continue through December 31, 2008. Members and member organizations should refer to Information Memo
07-105 for details regarding the Stabilization Pilot Program.

Questions concerning this memo may be addressed to Clare Saperstein at 212-656-2355, Patricia Bergholc
at 212-656-4948 or John Saxton at 212-656-2324.

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
booth in the Garage. Questions that are not time sensitive may also be submitted to Ask Market Surveillance.
(For information about the Ask Market Surveillance System, refer to Member Education Bulletin 2006-3,
which was issued on January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

Richard Ketchum

Chief Executive Officer

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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October 9, 2008

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: MORATORIUM ON QUALIFICATION AND REGISTRATION OF NEW COMPETITIVE TRADERS
(“CTs”) AND REGISTERED COMPETITIVE MARKET MAKERS (“RCMMs”)

The New York Stock Exchange has extended the moratorium on the qualification and registration of new CTs
and RCMMs for an additional three months, until on or about December 31, 2008. The extension will allow
the Exchange additional time to finalize its determination as to the roles of CTs and RCMMs in the NYSE
marketplace

Further, please be aware that the modification to the moratorium that was effective on February 24, 2006
to allow RCMM firms to replace an existing RCMM who relinquishes his or her registration and ceases to
conduct business as an RCMM with a newly qualified and registered RCMM, remains unchanged by this

current extension. 1 

Questions concerning this memorandum may be addressed to:

Andrew White, Director, Market Surveillance, at 212-656-4498.

Jennifer D. Kim, NYSE Regulation Office of the General Counsel, at 212-656-6438.

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
booth in the Garage. Questions that are not time sensitive may also be submitted to Ask Market Surveillance.
(For information about the Ask Market Surveillance System, refer to Member Education Bulletin 2006-3,
which was issued on January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

Richard Ketchum

Chief Executive Officer

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release No. 53549 (March 24, 2006), 71 FR 16388 (March 31, 2006) (SR-
NYSE-2006-11).
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October 9, 2008

   ATTENTION: CHIEF EXECUTIVE OFFICER AND MANAGING PARTNER, CHIEF FINANCIAL OFFICER,
CHIEF OPERATIONS OFFICER, AND CHIEF COMPLIANCE OFFICER

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: MORATORIUM ON THE USE AND ADMINISTRATION OF THE SPECIALIST PERFORMANCE
EVALUATION QUESTIONNAIRE (“SPEQ”), ORDER REPORTS/ADMINISTRATIVE RESPONSES AND
SUPERDOT TURNAROUND PURSUANT TO EXCHANGE RULES 103A AND 103B.

Please be advised that the New York Stock Exchange (the “Exchange”) has extended the moratorium on

the administration of the Specialist Performance Evaluation Questionnaire (“SPEQ”) (“Moratorium”) 1   to
December 31, 2008. During the extension of the Moratorium, the Exchange will continue to suspend the
use of Order Reports/Administrative Responses and SuperDot® turnaround as objective measures in the
assessment of specialist performance. The SPEQ and Order Reports/Administrative Responses will continue
to be removed from the criteria for specialist improvement actions pursuant to Exchange Rules 103A and
103B during the extension of the Moratorium.

Questions concerning this memorandum may be addressed to:

Jennifer D. Kim, Counsel, Office of the General Counsel at 212-656-6438 Ellen Duttweiler, Director,
Committee Support at 212-656-2231

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
booth in the Garage. Questions that are not time sensitive may also be submitted to Ask Market Surveillance.
(For information about the Ask Market Surveillance System, refer to Member Education Bulletin 2006-3,
which was issued on January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

Richard Ketchum

Chief Executive Officer

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release No. 55852 (June 4, 2007), 72 FR 31868 (June 8, 2007)
(NYSE-2007-47).
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October 9, 2008

   ATTENTION: CHIEF EXECUTIVE OFFICER, CHIEF FINANCIAL OFFICER, MANAGING PARTNERS,
LEGAL AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: OFF-FLOOR ABILITY TO ENTER RESERVE ORDERS IN ALL EQUITY SECURITIES TRADED
ON PILOT BASIS PURSUANT TO NYSE RULE 13

I. Purpose

The purpose of this Information Memo is to announce that the New York Stock Exchange LLC (“Exchange” or
“NYSE”) has filed with the Securities and Exchange Commission (the “Commission”) to extend the Reserve
Order Pilot until December 31, 2008. Reserve Orders enable off-Floor participants to enter Reserve Orders
pursuant to Exchange Rule 13 in all equity securities traded on the Exchange.

II. Background

On April 23, 2008, the NYSE implemented the Reserve Order as a pilot in 100 securities traded on the

Exchange. 1   Subsequently, on May 9, 2008, the ability to use Reserve Orders was expanded to all NYSE-

traded securities (the “Reserve Order Pilot”). 2 

A Reserve Order, as defined in Exchange Rule 13, is a limit order with a portion of the size displayed and with
a portion of the size (reserve size) that is not displayed. The reserve size is used to replenish the displayed
portion when executions of the displayed size reduce the displayed portion below the size designated to be
displayed. A Reserve Order must have a minimum of one round lot of reserve interest designated for display.

At the Exchange best bid or offer (“Exchange BBO”), the reserve portion of a Reserve Order is available for
execution only after all displayed interest has been executed. If an execution takes place at a price that is
other than the Exchange BBO, all available interest of a Reserve Order trades on parity with all other interest
at that price point, except that specialist interest must yield to Reserve Order interest.

III. Extension of Pilot Operation

The Reserve Order type currently operating on the Exchange has been accepted by the Exchange's
customer base and is currently being used actively. The Exchange believes that by providing all market
participants with the ability to maintain nondisplayed liquidity on the Display Book encourages market
participants to post liquidity and thus offers Exchange customers additional opportunities for price
improvement by expanding the interest available to execute against incoming orders at a single price. The
Exchange therefore seeks to continue the pilot for Reserve Orders with a minimum display requirement until
the earlier of December 31, 2008 or such time as the New Market Model filing is approved.

IV. Contacts

Questions regarding the operational procedures described in this Information Memo should be directed to:

Paul Bauccio, Vice President, Operations, at (212) 656-2929

Robert Airo, Vice President Sales & Relationship Mgmt, at (212) 656-5663.

Regulatory questions regarding this Information Memo should be addressed to:
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Patricia Bergholc, Director, Market Surveillance, at 212-656-4948

Deanna G. W. Logan, Associate General Counsel, NYSER Office of General Counsel, at (212) 656-2389.

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
booth in the Garage. Questions that are not time sensitive may also be submitted to Ask Market Surveillance.
(For information about the Ask Market Surveillance System, refer to Member Education Bulletin 2006-3,
which was issued on January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

Richard Ketchum

Chief Executive Officer

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Information Memo No. 2008-24 (April 22, 2008)
2  See Information Memo No. 2008-26 (May 8, 2008)
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October 3, 2008

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENT TO NYSE RULE 48 TO ADD EXTREME MARKET VOLATILITY CONDITION AT
THE CLOSE

I. Purpose

The purpose of this Information Memo is advise members and member organizations that the New York
Stock Exchange (“NYSE” or the “Exchange”) filed for immediate effectiveness with the Securities and
Exchange Commission (“SEC”) to temporarily amend NYSE Rule 48 to permit the Exchange to invoke an
extreme market volatility condition at the close of trading so to suspend certain rules to ensure a fair and
orderly close during such a condition. These rule changes are in effect through December 31, 2008.

II. Background

NYSE Rule 48 provides that the Exchange can invoke an extreme market volatility condition at the open
(or reopen of trading following a market-wide halt of securities) during which time the Exchange can
suspend NYSE Rules 15, 79A.30, and 123D(1) regarding obtaining certain prior Floor Official approvals and
requirements for mandatory indications. For more details concerning NYSE Rule 48, please see Information
Memo 07-110 (Dec. 14, 2007).

Based on what the markets have experienced in the past month, and in particular, at the close on September
29, 2008, the Exchange believes that in addition to the open, an extreme market volatility condition can also
impact the close at the Exchange. For example, on September 29, 2008, the U.S. markets experienced
the largest single point drop in the history of the Dow Jones Industrial Average (“DJIA”) - 777 points. That
drop capped a month of volatility and significant changes to the financial marketplace, including the federal
takeovers of Fannie Mae, Freddie Mac, American International Group, Inc., and Washington Mutual, the
bankruptcy of Lehman Brothers, Inc., the acquisition of Merrill Lynch by Bank of America, and the sale of
Wachovia's banking business.

Rule 48 has served as an invaluable tool for the Exchange to ensure a fair and orderly open in these times
of extreme market volatility. Given the events of September 29, 2008, which included market-wide sell
imbalances at the close, the Exchange believes that it should have the ability to declare an extreme market
volatility condition at the close as well so that the Exchange can suspend certain rules to ensure a fair and
orderly close.

III. Amended Rule 48

The Exchange has therefore amended Rule 48 to include the close of trading as a time when a qualified
Exchange officer would be permitted to declare an extreme market volatility condition. In such event, the
Exchange could temporarily suspend NYSE Rules 52 (Hours of Operation) and 123C(1) and (2) (Market on
the Close Policy and Expiration Policy), provided that certain requirements are met. These amendments to
Rule 48 are temporary and are in effect through December 31, 2008.

To enable a qualified Exchange officer to declare a Rule 48 condition at the close, the Exchange added
factors that a qualified Exchange officer may consider for making such determination, including: (1) the
volatility during that day's trading session, and (2) evidence of significant order imbalances across the market
at the close. An extreme market volatility condition at the close is a separate event and must be considered in
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light of the facts and circumstances leading to the close. A Rule 48 condition at the opening would not extend
to the close; a qualified Exchange officer would need to make an independent determination to invoke Rule
48 at the close regardless of whether Rule 48 was invoked at the open.

A. Entering Offsetting Interest after 4:00 p.m.

To ensure a fair and orderly close during a Rule 48 extreme market volatility condition, the Exchange may
temporarily suspend Rule 52 so that interest may be solicited - including interest that may not have been
present prior to 4:00 p.m. - to offset any imbalance that may exist as of 4:00 p.m. (or earlier, in the case of an
earlier scheduled close). If offsetting interest is received in response to such solicitation, rather than have the
specialist represent such offsetting interest in the close under NYSE Rule 902 procedures, such interest could
be entered directly into Exchange systems on behalf of the member or member organization representing
such interest. Because Exchange systems do not allow for the electronic entry of orders after 4:00 p.m.,
such interest must be represented manually by a Floor broker in the closing auction process and entered
into Exchange systems by the specialist by no later than 4:30 p.m. The entry of any orders after 4:00 p.m.
pursuant to the proposed rule must be under the supervision and approval of a Floor Governor.

Any offsetting interest entered after 4:00 p.m. during an extreme market volatility condition must also be
entered into the Front End Systemic Capture database (“FESC”), as required by NYSE Rule 123. Because
such interest may not have been known until after 4:00 p.m., a Floor broker may represent such offsetting
interest after 4:00 p.m. without first entering the details of the order into FESC, as required by NYSE Rule
123, so long as such orders are entered into FESC on an “as of” basis immediately following execution of the
order.

B. Canceling MOC/LOC Legitimate Errors after 3:50 p.m.

NYSE Rules 123C(1) and (2) require that MOC and LOC orders that are legitimate errors cannot be cancelled
or reduced after 3:50 p.m. As amended, Rule 48 permits such orders to be cancelled or reduced after 3:50
p.m. during an extreme market volatility condition at the close. Only an erroneous MOC or LOC that would
cause significant price dislocation in the close could be considered for cancellation or reduction. In other
words, an MOC or LOC order that is a legitimate error that would have no impact on the closing price could
not take advantage of the proposed temporary suspension, even in an extreme market volatility condition. If it
is determined that such an MOC/LOC legitimate error would dislocate the close, such order can be cancelled
or reduced at any time up until that particular security has closed. To ensure that the ability to cancel an MOC
or LOC order after 3:50 is not abused, such an order can be cancelled or reduced only with the supervision
and approval of both an Executive Floor Governor and a qualified Exchange officer. In the event an Executive
Floor Governor is not available, a Floor Governor's approval must be obtained.

IV. Supervision

Member organizations are reminded that they must have adequate written policies, procedures, and
supervisory controls reasonably designed to detect and deter potential violations of the rule as described in
this Memorandum. Failure to have adequate written policies and procedures in place or to have an adequate
supervisory system in place may result in disciplinary action.

V. Staff Contacts

Questions regarding NYSE Rule 48 should be directed to NYSE staff as follows. Operational questions
should be directed to

Paul Bauccio, Vice President, Floor Operations, at (212) 656-2929

Regulatory questions or concerns should be directed to

Clare Saperstein, Director, Office of General Counsel, at (212) 656-2355
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Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
Booth adjacent to the Main Room. Questions that are not time sensitive may also be submitted to Ask Market
Surveillance. (For information about the Ask Market Surveillance system, refer to Information Memo 2006-3,
which was issued on January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

Richard Ketchum

Chief Executive Officer

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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September 30, 2008

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: New Rule 80B Circuit Breaker Level For Third Quarter 2008

EFFECTIVE October 1, 2008 through December 31, 2008

Rule 80B trading halts will be triggered when the Dow Jones Industrial Average (“DJIA”) declines below its
closing value on the previous trading day by:

1,100 points (Level 1)

2,200 points (Level 2)

3,350 points (Level 3)

Rule 80B

Whenever a Rule 80B circuit breaker is in effect, trading in all stocks on the Exchange will halt for the time
periods specified below.

Level 1 Halt

• anytime before 2:00 p.m. - one hour;

• 2:00 p.m. to 2:30 p.m. - 30 minutes;

• at or after 2:30 p.m. - trading shall continue, unless there is a Level 2 Halt.

Level 2 Halt

• anytime before 1:00 p.m. - two hours;

• 1:00 p.m. to 2:00 p.m. - one hour;

• at or after 2:00 p.m. - trading shall halt and not resume for the remainder of the day.

Level 3 Halt

• at any time - trading shall halt and not resume for the remainder of the day.

A complete discussion of the calculation of trigger values for Rule 80B was published in Information Memo
No. 98-15, dated April 13, 1998.

Questions concerning this Information Memo should be directed to Patricia Bergholc, Market Surveillance, at
(212) 656-4948, or Jason Harman, Office of the General Counsel, at (212) 656-2661.

___________________________

Richard Ketchum

Chief Executive Officer

Attachments

NYSE RULE 80B

Effective through 12/31/08
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Point Decline in DJIA:

Level 1
Before
2:00 p.m.

2:00 p.m. to
2:30 p.m.

At or After
2:30 p.m.

       

1,100 1 hour 30 minutes No halt unless reach Level 2
* * * * * * * * * *

Level 2
Before
1:00 p.m.

1:00 p.m. to
2:00 p.m.

At or After
2:00 p.m.

       

2,200 2 hours 1 hour Halt, and not resume
* * * * * * * * * *

Level 3
 

3,350 At any time: halt and not resume

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
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September 30, 2008

   ATTENTION: CHIEF EXECUTIVE OFFICER, CHIEF FINANCIAL OFFICER, MANAGING PARTNERS,
LEGAL AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Amendment to NYSE Rule 1000 to widen the value ranges for the calculation of Liquidity
Replenishment Points (“LRPs”)

I. Purpose

The purpose of this Information Memo is to announce that the New York Stock Exchange LLC (“Exchange”
or “NYSE”) has filed with the Securities and Exchange Commission (the “Commission”) to amend Exchange
Rule 1000(a)(iv)(C) (Liquidity Replenishment Point) to widen the value ranges for the calculation of liquidity
replenishment points (“LRPs”). Effective October 1, 2008, the Exchange will implement the new, less
restrictive range of LRPs.

II. Background

Pursuant to NYSE Rule 1000(a)(iv), LRPs are pre-determined price points that function to moderate volatility,
improve price continuity, and foster market quality in a particular security by temporarily converting the
electronic market to an auction market and permitting new orders, the Crowd, or the specialist, to add
liquidity. LRPs are calculated by adding and subtracting a value to the security's last sale price. The LRP
values are based on an examination of trading data and vary based on the security's NYSE average daily
volume (“ADV”), price, and volatility. The values used to calculate the LRP's range do not change intraday
and are disseminated daily by the Exchange on its website.

NYSE Rule 60(e)(ii)(c) provides that Autoquote is suspended when an LRP is reached and resumes in no
more than five to ten seconds after the LRP is reached. (Securities priced at or more than $1000 per share
are defined as “high-priced” and do not receive automatic executions and, therefore, are not assigned an
LRP value ranges as per NYSE Rule 1000(a)(vi).) Autoquote resumes unless there is interest on the NYSE
Display Book® system that would lock or cross the market. In such case, Autoquote will resume with a
manual transaction.

III. Modification of LRP Value Range

The Exchange has doubled the current LRP ranges in order to limit the number of times that an LRP is
reached and the total number of times during the trading day that an automatic execution is suspended
as a result of an LRP being triggered. In this way the Exchange will allow for more continuous automatic
executions of securities. As a means of controlling volatility, LRPs are intended to be triggered infrequently,
i.e., when the market is experiencing a large price movement (based on a security's typical trading
characteristics or other market conditions) over short periods of time during the trading day. If an LRP is
triggered too frequently trading in the security is overly restrained and does not meet the competitive needs of
NYSE customers. As such the NYSE believes that doubling the current LRP value ranges will better facilitate
the natural trading pattern of a particular security.

IV. Contacts

Questions regarding the operational procedures described in this Information Memo should be directed to:
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Paul Bauccio, Vice President, Operations, at (212) 656-2929

Dennis Pallotta, Director, Operations, at (212) 656-5236.

Regulatory questions regarding this Information Memo should be addressed to:

Patricia Bergholc, Director, Market Surveillance, at 212-656-4948

Deanna G. W. Logan, Associate General Counsel, NYSER Office of General Counsel, at (212) 656-2389.

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at
their booth in the Main Room. Questions that are not time sensitive may also be submitted to Ask Market
Surveillance. (For information about the Ask Market Surveillance System, refer to Member Education Bulletin
2006-3, which was issued on January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

Richard Ketchum

Chief Executive Officer

Attachments

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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September 22, 2008

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: WITHDRAWAL OF E-QUOTE OR DOT INTEREST FROM HANDHELD FOR MANUAL
EXECUTION OF ORDERS

I. PURPOSE

The purpose of this Memo is to advise Floor brokers and specialists of a new functionality available in the
wireless hand-held devices to withdraw e-Quote or DOT interest after the bell in order to verbally represent
these orders in the closing auction.

II. CURRENT PROCESS

In certain situations, Floor brokers representing customers in a particular security need to be able to verbally
represent their customers' orders at the Close. Currently, if those brokers have e-Quotes or DOT orders
pending in the security at 4:00 p.m. (for regular closes; 1:00 p.m. for early closes), NYSE systems prevent
the broker from withdrawing an e-Quote or DOT order even though the specialist has not yet closed the
security, and the cancellation is permissible. If a Floor broker attempts to cancel these types of orders after
4:00 p.m., the Exchange's Common Message Switch (“CMS”) rejects these cancel requests. Even when a
Floor broker initiates a cancellation shortly before 4:00 p.m. he or she may not be able to cancel these orders
due to latencies in the system. In either case, the broker is required to seek the assistance of a specialist and
or NYSE Floor operations to cancel the order.

As a result, Floor brokers who think they may need to verbally represent their customers' orders on the Close
are forced to cancel their e-Quote or DOT interest well before the close of the market and therefore, incur
potential market risk, since their orders are unavailable for trading from the time they withdraw the orders
from the Display Book until the close of the market.

III. IMPLEMENTATION OF THE NEW FUNCTIONALITY

In order to reduce market risk created by withdrawing orders sent from the wireless hand-helds prior to the
close, the Exchange has implemented changes to its systems to permit Floor brokers to withdraw any e-
Quote or DOT interest at or after 4:00 p.m. (1:00 p.m. for early closes) from their hand-helds and verbally
represent these orders effective immediately. In addition, brokers may withdraw unexecuted e-Quotes after
the security is closed as long as that security's Display Book screen is still open. This will allow brokers'
access to the order for additional routing or administrative needs.

This new functionality is being implemented to provide brokers the ability to convert e-Quote or DOT
interest from their hand-helds to verbally represent interest in order to participate in the closing auction.
Brokers are reminded that this new functionality does not change the Exchange practices and procedures
currently in place for the closing process. The intent of this change is to provide brokers with flexibility in how
they represent their customers' orders at the Close; it is not intended to enable brokers to cancel entirely
interest that would have otherwise participated in the closing print. Brokers who violate the provisions of this
memorandum may be subject to formal or informal disciplinary action.

IV. STAFF CONTACTS

If you have any questions regarding this functionality, please contact Floor Operations at the Executive
Ramp, or contact:
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Michael Rutigliano, NYSE Operations, at (212) 656-4679

If you have regulatory questions regarding this functionality, please contact:

Jennifer Kim, NYSE Regulation Office of General Counsel at (212) 656-6438

___________________________

Richard Ketchum

Chief Executive Officer

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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September 19, 2008

   TO: ALL MEMBERS, MEMBER ORGANIZATIONS, AND COMPLIANCE OFFICERS

SUBJECT: Reporting Requirements Related to Planned Transfer of Equities Operations to NYSE Alternext
US LLC

This Is Being Issued Jointly By Amex and NYSE Regulation, Inc.

Purpose

The purpose of this Notice is to advise all members and member organizations that, in connection with the
planned relocation of American Stock Exchange (“Amex”) equities trading to New York Stock Exchange
(“NYSE”) systems and facilities located at 11 Wall Street (“NYSE Alternext Trading Systems”), all Amex
members and member organizations that trade in Amex listed equities including “upstairs” member
organizations which trade electronically on Amex, and are planning on relocating equities operations to NYSE
Alternext Trading Systems, will be required to make certain submissions pursuant to applicable regulatory
requirements upon relocation to the NYSE Alternext Trading Systems. The requirements described below
are applicable to equities and exclude Exchange Traded Funds and other structured products (“ETFs”) and
options. It is currently planned that ETFs, assuming the consent of issuers, will transfer to NYSE Arca.

Background

Upon the completion of its acquisition by NYSE Euronext, Amex will be renamed NYSE Alternext US LLC
(“NYSE Alternext”). Shortly after completion of the acquisition, NYSE Alternext equities trading currently
conducted on trading systems at 86 Trinity Place, will be relocated to NYSE trading systems and facilities, the
NYSE Alternext Trading Systems. Pending Securities and Exchange Commission (“SEC”) approval, NYSE
Alternext will adopt rules that are virtually identical to current NYSE rules applicable to the NYSE Hybrid
Market sm governing equities trading, since such rules reflect the market structure and features of the NYSE

Alternext Trading Systems. 1   See SR-Amex-2008-63, which sets forth the proposed rule changes applicable
to equities trading and other related requirements, as well as SR-Amex-2008-62 with respect to other
proposed rule changes that will be applicable to Amex members and member organizations immediately
following the NYSE acquisition.

Although NYSE Alternext and the NYSE will share certain facilities and the proposed NYSE Alternext rules
are extremely similar to the current NYSE rules, NYSE Alternext and NYSE will act as two independent
exchanges. Additionally, these two exchanges will have two distinct SROs. NYSE Alternext members and
member organizations will be obligated to meet a variety of reporting and other regulatory requirements
specified in the proposed equities trading rules. Key aspects of these requirements are described in this
Notice. NYSE Alternext is expected to begin equities trading by in or about December 2008. The start date
has been extended to December 2008 to afford potential members and member organizations additional time
in preparing to meet NYSE Alternext's regulatory requirements.

Those members and member firms with a Floor presence planning on relocating to the NYSE
Alternext Floor by the equities implementation date must still submit written supervisory procedures
no later than October 15, 2008. Please see Amex Notice REG 2008-28 and 2008-34 for more details.

Discussion
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The following information only highlights major equities-related regulatory requirements for the benefit of
prospective NYSE Alternext members and member organizations. This information does not encompass all
members' and member organizations' obligations or responsibilities under proposed NYSE Alternext rules
and/or federal securities laws. It is the responsibility of all members and member organizations to be familiar
and comply with all applicable NYSE Alternext rules and federal securities rules and regulations. Unless
otherwise indicated within the individual sections, prospective NYSE Alternext equity members and
member organizations must be compliant with the below requirements prior to the actual relocation
date, which is currently scheduled for December 1, 2008.

Front End System Capture (“FESC”)

FESC reporting will be required immediately upon relocation to NYSE Alternext. Proposed NYSE Alternext
Rules 123(e) and (f) require that Floor members submit order information in the FESC database before the
orders are represented on the Floor, and also requires that all reports of execution related to such orders be
reported through FESC. Additionally, the proposed Rule 123 (Record of Orders) requires that specific data
elements be recorded when an order is entered, and the related execution is reported. Further, proposed
NYSE Alternext Rule 130(c) and (c)(ii) requires that transactions executed on NYSE Alternext must be
compared or closed out by the day following the execution, and that each party to the transaction must
submit trade data to “such facility that the Exchange may develop and implement to facilitate comparison of
transactions effected on the Exchange.”

To ensure compliance with the FESC requirements, member organizations should thoroughly review the
requirements of proposed NYSE Alternext Rule 123 and proposed Rule 130 in conjunction with the relevant
previous NYSE Information Memos including, but not limited to, Information Memos 05-13, 06-67, and 08-31.
These Information Memos provide the programming requirements for all proprietary or vendor-provided
order management systems. Additionally, they provide guidance related to the entry of orders and reports of
execution into the FESC database to ensure compliance as required by the proposed Rule. For additional
information on FESC reporting, please contact John Saxton, Director, NYSE Market Surveillance, at (212)
656-2324.

Error Tracking

The proposed NYSE Alternext error and erroneous reports rules (NYSE Alternext Rules 134 and 411(a),
respectively) add to and differ from the relevant AMEX rule. Proposed NYSE Alternext Rule 134 (Differences
and Omissions - Cleared Transactions) and NYSE Rule 411(a) (Erroneous Reports) require or permit Floor
brokers to use their error accounts in certain instances. Proposed NYSE Alternext Rule 134(d) requires an

error account devoted solely to Floor-based trading where applicable. 2 

Member organizations operating under the provisions of proposed NYSE Alternext Rule 134 are required
to create error records contemporaneous to the error. These records must be signed, time stamped and
include supporting documentation. Such records shall include the audit trail data elements prescribed in Rule
132, as well as the nature and amount of the error, the means whereby the member resolved the error with
the member or member organization that cleared the trade on the member's behalf, the aggregate amount
of liability that the member has incurred and has outstanding, as of the time each such error trade entry
is recorded, and such other information as may from time to time be required. A mandatory Error Account
Detail Log must be used in meeting these requirements. Please see Information Memo 06-63 for more details
regarding the Error Account Detail Log. When a not held order remains unexecuted in whole or in part due to
the order being lost or misplaced, or as a result of a system malfunction, applicable records and supporting
documentation must be submitted prior to the opening of trading on the Floor on the next trade date following
discovery of the error.

Proposed NYSE Alternext Rule 411(a) relates to erroneous reports. The proposed Rule 411(a) applies
irrespective of whether the error trade was the result of an automatic or an auction market execution. In
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certain instances, non-members who receive erroneous reports as to price do not have to accept a corrected
report if all of the following conditions are met: (i) the price and size of the erroneous report are within the
price and size range of the Consolidated Tape, (ii) the Floor broker reports the nature of the error to the non-
member and whether it was favorable or not, and (iii) the member documents on a trade-by-trade basis, the
name of the individual authorized to reject the erroneous report and whether it was in the non-member's
favor.

In addition, among other things, in the case of not held orders where the Floor broker executed in the wrong
security, at the wrong price or on the wrong side of the market, but issued a report in the correct security,
within the price instructions or on the correct side of the market, respectively, the proposed NYSE Alternext
Rule 411(a) allows the erroneous report to stand regardless of whether the customer to whom the report was
issued was a member or non-member. In this instance, the following conditions must be met: (i) the price
and size of the erroneous report were within the range of prices and sizes in the specified security reported
to the NYSE Alternext portion of the Consolidated Tape on the day in which the order was executed, (ii)
the Floor broker reports the error to the customer, including whether the error was favorable or unfavorable
to the customer, and (iii) the Floor broker documents on a trade-by-trade basis, the name of the individual
authorized to accept the erroneous report for the customer, the amount of the error, and whether it was in the
customer's favor.

To better understand what constitutes an error and to ensure compliance with error reporting requirements,
member organizations should thoroughly review the text of these rules in conjunction with the relevant
previous NYSE Information Memos including, but not limited to, NYSE Information Memo 07-72. For
additional information, please contact Patricia Bergholc, Director, NYSE Market Surveillance, at (212)
656-4948, or Michael Matejczyk, Director, NYSE Market Surveillance, at (212) 656-4854.

Rule 410B

Pursuant to proposed NYSE Alternext Rule 410B, all transactions effected in NYSE Alternext listed
securities by members and member organizations which are not reported to the Consolidated Tape must be
electronically reported to NYSE Alternext. This includes transactions for a member or member organization's
own account or for their customer accounts. NYSE Alternext securities will be 410B reportable and will follow
the same procedures as NYSE listed securities. Applicable transactions will be required to be reported
through the NYSE Electronic Filing Platform (“EFP”) application, which may be accessed by computer at the
following website address: https://triton.efp.nyse.com. For additional information, please review proposed
Rule 410B and NYSE Information Memos 02-47 and 92-32. For additional information on technical issues
regarding the EFP Rule 410B Data Entry application, please email regsysops@nyx.com. For additional
information on 410B reporting requirements please contact Aleksandra Radakovic, Managing Director, NYSE
Market Surveillance, at (212) 656-4144.

NYSE Alternext Form 121 and SS20 Reporting

NYSE Alternext securities will be subject to NYSE Form 121 and SS20 reporting upon relocation, pursuant to
proposed NYSE Alternext Rules 440F and 440G respectively.

Proposed NYSE Alternext Rule 440F requires members and member organizations to report round-lot short
sale transactions for public customers on Form SS20. Proposed Rule 440G requires members and member
organizations to report round-lot short sale transactions for members and member organizations on Form

121. 3   The NYSE Forms 121 and SS20 are similar, but not identical, to current Amex Forms 1RA and 1S.
For further information please review proposed Rules 440F and 440G and NYSE Information Memo 05-27.
For additional information on Form SS20 or Form 121 please contact Douglas Preston of FINRA at (646)
315-4358, Ronald Rubin of FINRA at (646) 315-4426, Anand Ramtahal of FINRA at (646) 315-5741, or Albert
Lucks of FINRA at (646) 315-5782.
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NYSE Alternext Daily Program Trading Report (“DPTR”) Reporting

Currently, under NYSE Rule 132B, NYSE member organizations are subject to trade reporting obligations
for program trading. NYSE Alternext member firms that are not currently NYSE member firms will not be
subject to DPTR reporting obligations. NYSE Regulation expects to issue separate guidance in the form of
an Information Memo regarding NYSE member firms' DPTR reporting obligations following the relocation of
NYSE Alternext.

NYSE Crossing Session II

Under NYSE Rule 907, the Off-Hours Trading Facility (“OHTF”) consists of four sessions. NYSE Alternext
listed securities will be executable in Crossing Session I, which permits the execution of single-stock, single-
sided closing price orders and crosses of single-stock, closing price buy and sell orders. The availability of
Crossing Session II for NYSE Alternext listed securities will be described at a later date. Crossing Session
II currently allows NYSE members and member organizations to cross program trading orders in NYSE
listed securities between 4:00 p.m. and 6:30 p.m. based on the aggregate price of the program. Matched buy
and sell orders for a minimum of 15 NYSE listed stocks may be transmitted to the Exchange for execution
in Crossing Session II. These orders are transmitted via the EFP detailing the total number of stocks, total
number of shares and total dollar value. NYSE Alternext listed securities will not be executable on Crossing
Sessions III and IV. For additional information on the OHTF please review proposed Rule 907 and NYSE
Information Memo 05-57. For additional questions concerning Crossing Sessions please contact Aleksandra
Radakovic, Managing Director, NYSE Market Surveillance, at (212) 656-4144, or Michael Graham, Director,
NYSE Market Surveillance, at (212) 656-4519.

Electronic Blue Sheet (“EBS”) Reporting

Under proposed NYSE Alternext Rules 410A and 342.23, NYSE Alternext firms will have a continuing
obligation to make automated submissions of trading information including reports of their customer,
employee, and proprietary trading data via the EBS System upon request. These requirements are
comparable to existing Amex requirements under Amex Rule 153. In requiring these submissions, NYSE
Alternext will be acting jointly with the other members of the Intermarket Surveillance Group. Securities
executed on NYSE Alternext should be assigned an exchange code value of “B” which is the current AMEX
code. For additional questions related to the EBS System, please refer to the proposed NYSE Alternext Rules
410A and 342.23, NYSE Information Memos 06-48 and 88-22 or contact John Kroog, Director, NYSE Market
Surveillance, at (212) 656-6532, or Lisa Neuner, Director, NYSE Market Surveillance, at (212) 656-5393. For
technical questions, please contact Venkata Sreeram of NYSE Regulatory Systems at 212-656-2579 or at
vsreeram@nyx.com.

Internal Investigation Reporting Requirements

Proposed NYSE Alternext Rule 342.21 requires members and member organizations to have procedures that
are “reasonably designed” to identify proprietary, employee and employee-related trades “that may violate”
federal securities laws and NYSE Alternext rules prohibiting insider trading and manipulative and deceptive
devices. Additionally, member and member organizations are required to subject such trades in Alternext
listed securities and related financial instruments to these procedures and to conduct internal investigations
of the potentially violative trades that the firm has identified after applying its procedures. Proposed NYSE
Alternext Rule 351(e) requires members and member organizations to report proposed NYSE Alternext Rule
342.21(b) “internal investigations” in quarterly filings. Although not every trade subjected to a firm inquiry or
review will result in a reportable Rule 342.21(b) internal investigation, when a firm subjects a trade to a level
of review sufficient to constitute a Rule 342.21(b) internal investigation, members and member organizations
must, without exception, report in one or more Rule 351(e) filings every Rule 342.21(b) internal investigation
that is commenced. The reporting requirement includes investigations which are commenced and completed
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within the same calendar quarter and result in no further action being taken must be reported in a Rule 351(e)
filing.

For additional information, please review proposed NYSE Alternext Rules 342 and 351, as well as NYSE
Information Memo 06-06. The Quarterly Insider Trading Attestations are required to be delivered on a
quarterly basis to the Financial Industry Regulatory Authority (“FINRA”). The appropriate department is Risk
Oversight & Operational Regulation, which is located at 20 Broad Street, 23rd Floor, New York, NY 10005.
For additional questions concerning Internal Investigation Reporting please contact Aleksandra Radakovic,
Managing Director, NYSE Market Surveillance, at (212) 656-4144, or Michael Graham, Director, NYSE
Market Surveillance, at (212) 656-4519. For additional information about the form and the submission process
please contact Debra German, Credit Regulation, FINRA at (646) 315-8467.

Regulation NMS Rule 606 Reporting

NYSE Alternext members and member organizations will continue to be subject to best execution obligations.
Regulation NMS Rule 606 routing information requires, among other things, that broker-dealers make
available a report on their routing of non-directed orders in covered securities. In addition, if requested by a
customer, broker-dealers must disclose the venue to which the customer's orders were routed for execution
and the execution time of the transactions that resulted from the orders. NYSE Alternext is a separate market
center from NYSE and applicable reporting must accurately reflect the applicable marketplace. Member
organizations will thus be required to segregate trades executed at different exchanges, including instances
where firms route to the one destination and receive more than one exchange value on the executions.

NYSE Alternext trades and quotes will be disseminated with the market center participant ID “A” in the
consolidated market data streams, reflecting the fact that NYSE Alternext and NYSE will continue to be
separate registered securities exchanges. Following new trading systems enhancements, the Common
Customer Gateway (“CCG”) will automatically direct incoming order, cancel and cancel/replacement
messages to the appropriate executing market destination (“N” for NYSE and “A” for NYSE Alternext.)

For this and other Regulation NMS-related requirements please see NYSE Information Memo 07-44. For
additional information please contact David De Gregorio, Chief Counsel, NYSE Market Surveillance, at (212)
656-4166, or Peter Bon Viso, Senior Counsel, NYSE Market Surveillance at (212) 656-5621. For business
questions relating to the Amex equities integration, please contact your NYSE Relationship Manager. For
testing arrangements and/or other questions, please contact the Service Desk at 1-866-873-7422 or send an
email to support@nyx.com with “NYSE Alternext” in the subject line.

Regulation M and Rule 392

Proposed NYSE Alternext Rule 392 requires notification whenever a member or member organization acts
as a lead underwriter of any offering of an NYSE Alternextlisted security (a Regulation M Notice). The data
required to be submitted as well as the format to be used in providing the information are outlined in proposed

Rule 392. 4 

The Rule also requires notification prior to the placing or transmitting of a stabilizing bid, any syndicate
covering transaction, and the imposition of any penalty bid. Proposed Rule 392 provides a list of reporting
criteria where applicable. In addition, it is currently planned that NYSE will soon disseminate guidance in the
form of an Information Memo clarifying that Rule 392 notification requirements apply to PIPEs offerings in
addition to those covered under Reg M. For additional information on notification requirements for offerings,
Rule 392, or the Regulation M Notice, please contact John Kroog, Director, NYSE Market Surveillance, at
(212) 656-6532, or Lisa Neuner, Director, NYSE Market Surveillance, at (212) 656-5393.

Customer Trade Confirmations
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Proposed NYSE Alternext Rule 409(a) provides that, except with the permission of NYSE Alternext, members
and member organizations must send customers' statements of account showing security and money
positions and entries at least quarterly to all accounts having an entry, money or security position during the
preceding quarter. This proposed rule assures that customers receive notice of such transactions, positions
and balances on a regular basis.

Firms are not required by the proposed rule to disclose the execution market on a client confirmation,
however, any such disclosure must be accurate. As NYSE Alternext and NYSE are two distinct execution
markets, NYSE Alternext and NYSE designations are not interchangeable and the appropriate market center
must be noted. If executions for a single order occur on both exchanges, a mixed market designation may be

used. 5   Please review proposed Rule 409 and NYSE Information Memos 07-119 and 06-80. For additional,
information please contact Gregory Taylor of FINRA at (646) 315-2920 or the FINRA Office of General
Counsel at (202) 728-8071.

Account Type Indicators

Firms often associate Tag 47 with the now rescinded NYSE Rule 80A for purposes of identifying account
types (e.g., “P” for principal, “A” for agency, “I” for individual, etc.) NYSE eliminated Rule 80A and the
limitations on program trading order entry procedures contained within Rule 80A (Index Arbitrage Trading
Restrictions) in or about November 2007. NYSE Alternext will use the same account type indicators as
NYSE for equities. Currently, NYSE uses these same Tag 47 account type indicators for other forms of
reporting and supports these values. However, member organizations must be alert to account type changes
and will be responsible for using the appropriate NYSE Alternext account types. NYSE Alternext Members
should verify they are using the sixteen valid values for Tag 47 available online at http://www.nyse.com/pdfs/
MatchPoint _FIX_Web_Cap_Requirements.pdf. For technical type information, testing arrangements and/or
questions please contact Connectivity@nyx.com.

Rule 98

It is anticipated that NYSE Alternext will adopt a rule comparable to the recently approved new NYSE Rule

98. 6   Please note that the information provided below is based on the anticipated new NYSE Alternext
Rule 98 and is subject to change. The new Rule will require “after the fact” reporting of information regarding
material investment banking activities in which the member organization or approved person has been
engaged (e.g., underwriting, tender offers, mergers, acquisitions, recapitalizations, etc.) and material research
reports, recommendations, etc., pertaining to any security that has been allocated to the specialist unit.
Anticipated NYSE Alternext Rule 98(h)(2) would require “after the fact” reporting of information about
determinations regarding whether the specialist should cease acting as specialist in the event the specialist
unit receives non-public information. Additionally, specialist units will be required to report any actual
breaches, or internal investigations of possible breaches, of the information barriers required by the rule. In
particular, a specialist unit would be required to conduct an internal investigation into any trading activity that
may be a result of a breach of information barriers required by the anticipated new NYSE Alternext Rule 98.
In addition, on a quarterly basis, a specialist unit would have to report in writing whether it has commenced
such an internal investigation, the quarterly progress of any open investigations, what remedial measures, if
any, were taken, and the completion of any internal investigation, including the methodology and results of
such investigation, any internal disciplinary action taken, and any referral of the matter to NYSE Alternext,
another SRO, or the SEC. For additional information on new Rule 98 “after the fact” reporting, please contact
Sheldon Richter, Director, NYSE Market Surveillance, at (212) 656-3365. For additional information regarding
other types of new Rule 98 reporting requirements please contact Sheila Rennert, Senior Counsel, NYSE
Market Surveillance, at (212) 656-2771, or Peter Bon Viso, Senior Counsel, NYSE Market Surveillance, at
(212) 656-5621.

Rule 460.10
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It is also anticipated that NYSE Alternext will adopt a rule comparable to recently amended NYSE Rule
460.10, which would apply only to the specialist member and his specialist unit and not to his member
organization or approved persons. The recently amended NYSE Rule 460.10 requires that the specialist unit
report the beneficial ownership of more than 5% of an equity security that is allocated to it. The specialist
unit would be required to update such reports if its beneficial ownership exceeds 10% or falls below 5%.
In addition, the specialist unit would be prohibited from acquiring, directly or indirectly, more than 25% of
the outstanding shares in any security allocated to the specialist unit. These requirements would apply to
specialist units operating under new Rule 98, as well as to specialist member organizations that continue to
operate under Rule 98 Former. Please contact Sheldon Richter, Director, NYSE Market Surveillance, at (212)
656-3365, or Lisa Neuner, Director, NYSE Market Surveillance, at (212) 656-5393, for additional information
and reporting procedures.

Order Tracking System (“OTS”) Rules 132 A, 132B, and 132 C

NYSE Alternext members will be subject to OTS reporting for NYSE Alternext-listed securities under NYSE
Alternext proposed Rules 132A, 132B and 132C. There is a grace period extending until February 1, 2009,
at which time firms must be compliant with such OTS reporting requirements. Firms are being provided
with a grace period with the understanding that in the interim period NYSE Alternext order information and
trade details must be in a readily accessible alternative format, such as order tickets. These NYSE Alternext
securities will be included in the daily list of applicable securities for OTS reporting.

NYSE Alternext member organizations handling orders for NYSE Alternext listed equities must comply with
the relevant order entry requirements of proposed NYSE Alternext rules, including proposed Rule 123 and
proposed Rules 132A (Synchronization of Member Business Clocks), 132B (Order Tracking Requirements)
and 132C (Transmission of Order Tracking Information). Member organizations must also certify that their
systems meet those applicable requirements. Within the OTS system, all NYSE Alternext upstairs firms
must capture and record an order's history and relevant data beginning at time of receipt as defined by the
proposed Rule 132B. The data elements listed in proposed Rule 132B are required to be reported upon
request.

Upon request, member organizations must be able to provide a systemic order audit trail from member
origination to the point of delivery for execution, modification or cancellation. Member organizations must
label orders transmitted to NYSE Alternext for execution with the appropriate recipient type of “A” to represent
NYSE Alternext. For further clarification, proposed Rule 132B sets forth specific requirements for the tracking
of an order between different member organization departments. To ensure compliance with the OTS
requirements, member organizations should thoroughly review the text of proposed NYSE Alternext Rule
123 and proposed Rule 132A, 132B, and 132C in conjunction with the relevant previous NYSE Information
Memos including, but not limited to, NYSE Information Memo 04-29. For additional information on OTS
obligations please contact Alexander Razdolski, Director, NYSE Market Surveillance, at (212) 656-4435.

Member organizations can deliver requested OTS files through the EFP Portal Authorized Applications
Panel that can be accessed via the following link: https://efp.nyse.com/efp/efp_login.html. A username
and password will be required to access the system and each firm's authorized user will be required to
authenticate their login. The technical specifications can be found at http://www.nyse.com/techspecs.

Applicable members and member firms must be OTS compliant before February 1, 2009. This
includes having adequate written supervisory procedures regarding OTS.

Staff Contacts

If you have any questions pertaining to this Notice or other NYSE Alternext reporting requirements, please
contact John Saxton, Director, NYSE Market Surveillance, at (212) 656-2324, or Andrew White, Director,
NYSE Market Surveillance, at (212) 656-4498.

___________________________
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John F. Malitzis

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  A major distinction between the proposed NYSE Alternext rules and the current NYSE rules is the
treatment of clearly erroneous errors, which is further described in SR-Amex-2008-63. Currently, there
are no plans for NYSE Alternext to adopt the current NYSE clearly erroneous rules and procedures
found in NYSE Rule 128, as the current NYSE version is under revision.

2  Member organizations must have a separate error account if participating in so called "blue line trading"
and/or certain pilot programs. For more details please see Information Memos 07-77 and 07-72, as well
as Information Memos 05-88 and 06-37.

3  Additional information will be provided prior to relocation as to whether reporting in NYSE Alternext
securities will need to be segregated and reported separately from NYSE securities.

4  Please note that all spaces in "blank" on the applicable form must be appropriately filled in at the time of
filing. Any change to the information provided will necessitate an amended form. For more information
please see NYSE Information Memo 97-41.

5  Under certain circumstances, members and member organizations may have relief from Rule 10b-10
for average price, multiple capacity trade confirmations. For additional, information please review
the information on the SEC website by going to http://www.sec.gov/divisions/marketreg/mrnoaction/
ap030305.htm.

6  Rule 98 Former, which is comparable to current Amex Rule 193, remains as an NYSE rule, but is
not available for new entrants to become a specialist unit at the NYSE. Further information will be
provided as to the applicability of new Rule 98 and/or Rule 98 Former as they pertain to NYSE Alternext
members.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 08-43

Click to open document in a browser

September 18, 2008

   TO: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, CHIEF OPERATING OFFICER,
OPERATIONS PARTNER AND LEGAL AND COMPLIANCE DEPARTMENTS

SUBJECT: QUARTERLY Expiration Day - SEPTEMBER 19, 2008

I. Purpose of this Information Memo

Friday September 19, 2008, will be a quarterly Expiration Day for stock and index options and futures
products whose settlement pricing is based upon Exchange opening or closing prices on that day. The NYSE
is issuing this Information Memorandum to remind members and member organizations of certain NYSE rules
and policies regarding opening imbalance publications, entry and cancellation of market-onclose/limit-on-
close (“MOC/LOC”) and other order types, publication of on-the-close imbalances, and printing the closing
transaction.

II. S&P Quarterly Rebalance

Following the close of trading on September 19, 2008, Standard & Poor's will affect a quarterly share
rebalancing of the S&P 500, the S&P MidCap 400, S&P SmallCap 600 and S&P REIT Composite Indices.
This rebalancing may affect the volume of trading of certain stocks on the NYSE. Details on these
rebalancings are available on S&P's website (www.standardandpoors.com).

III. Expiration Day Opening Imbalance Publication

Members and member organizations are reminded that the regular pre-opening procedures outlined in NYSE
Rules 15 and 123D will apply on the September 19 Expiration Day. Accordingly, specialists should publish
indications as promptly as practicable but should be mindful of their additional obligations under Rule 123D to
publish one or more indications, under the supervision of a Floor Official, in situations where the opening price
would be affected by an imbalance of market and limit buy and sell orders in a security.

In the event that the Exchange invokes its exemptive powers under NYSE Rule 48 (Exemptive Relief -
Extreme Market Volatility Condition), the terms of that rule would govern the obligation to publish pre-opening
indications.

IV. NYSE Rules and Policies Relating to the Close

A. MOC/LOC Order Entry and Cancellation

Members and member organizations are reminded that the provisions of Rule 123C will apply to the close
on the September 19 Expiration Day, subject to the temporary modifications outlined in this memorandum.
Please note that, while the NYSE expects its systems to operate normally on September 19, in the unlikely
event of a systems interruption leading into or at the Close, the MOC Policy set out in Rule 123C would
operate as if the NYSE had declared a regulatory halt in one or more securities.

In connection with the entry of MOC/LOC orders generally, members should pay particular attention to the
following:

▪ A “published imbalance” is an MOC/LOC imbalance that has been disseminated to the Tape.
An imbalance that is announced verbally or physically posted at the panel (e.g. white board) is not
considered to be a published imbalance.
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▪ Brokers and traders are reminded that, while they should enter orders as early in the day as possible,
all MOC/LOC orders (unless to offset an imbalance) must be entered with the specialist by 3:40 p.m.
Entering MOC/LOC orders early provides specialists with the opportunity to more quickly identify
potential order imbalances that might exist at the Close and to disseminate that information. This, in
turn, enables brokers and traders to more effectively identify potential offsetting customer interest that
could mitigate any imbalance. MOC/LOC orders entered prior to 3:40 p.m. may be canceled prior to
that time for any reason.

▪ Between 3:40 p.m. and 3:50 p.m., MOC/LOC orders may be entered only to offset any published
imbalances. During this time period, MOC/LOC orders may be canceled or reduced in size only to
correct a legitimate order entry error. Please note that Market Surveillance will continue to closely
monitor the cancellation of MOC/LOC orders pursuant to NYSE Rules.

▪ After 3:50 p.m., MOC/LOC orders may be entered only to offset any published imbalances. After 3:50

p.m., MOC/LOC orders may not be cancelled or reduced in size for any reason. 1 

B. MOC/LOC Imbalance Publication 2 

Rule 123C provides for the publication of order imbalances as described below. In addition, members may
refer to the attached quick-reference page for a summary of the times and requirements for imbalance
publications. Specialists are reminded that erroneous imbalance publications must be corrected as soon as
practicable.

1. Informational MOC imbalance publications between 3:00 p.m. and 3:40 p.m.

Between 3:00 p.m. and 3:40 p.m., specialists are encouraged to publish informational MOC imbalances of
any size if they believe that there could be significant price dislocation at the Close. These publications are
informational only and do not limit MOC/LOC order entry or cancellation before 3:40 p.m. Specialists who

wish to publish informational imbalances must obtain at least Floor Official approval prior to publication. 3 

2. Required MOC/LOC imbalance publications at 3:40 p.m. and 3:50 p.m.

As soon as practicable after 3:40 p.m., the specialist must publish any MOC imbalance of 50,000 shares
or more. In addition, the specialist must update any informational imbalance published prior to 3:40 p.m.,
indicating either the current imbalance or “no imbalance”.

Similarly, as soon as practicable after 3:50 p.m., specialists must update any MOC imbalances published at
3:40 p.m. Imbalances of 50,000 shares or more, or other significant imbalances, must be published; if there is
no such imbalance, the specialist must publish a “no imbalance” indication. Where there was no publication
for a stock at 3:40 p.m., but an MOC/LOC imbalance occurred after 3:40 p.m., the specialist should publish
the imbalance at 3:50 p.m. with prior Floor Official approval.

3. Recommended MOC imbalance publications at 3:40 p.m. and 3:50 p.m.

Notwithstanding the required imbalance publications (as described above), specialists are encouraged to
publish MOC imbalances of any size, including amounts less than 50,000 shares, if the imbalance could
cause significant price dislocation at the close (e.g. an imbalance that is large in comparison to the average
daily volume or regular trading patterns for the stock). Specialists who wish to publish such imbalances must
obtain Floor Official approval prior to publication.

C. Printing the Closing Transaction

1. Rules 116.40 and 123C(3)

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

923

http://researchhelp.cch.com/License_Agreement.htm


Specialists are reminded that the closing transaction must be printed consistent with Rules 116.40 and
123C(3) and they must accurately reflect both the closing price and closing volume when printing the closing

transaction. 4 

Due to possible system latency, marketable orders entered into Exchange systems before 4:00 p.m. might
not be received at the post until after 4:00 p.m. These orders should be incorporated into the closing process,
just as non-MOC/LOC interest that is known at the post is factored into the imbalance and/or paired-amount
prints after 4:00 p.m.

2. Verbal Interest and e-Quotes at the Close

All interest, including verbal, e-Quoted and Display Book interest, should be taken into account by the
specialist when formulating the Close. Interest priced better than the Close must be executed on the Close as
that interest is considered marketable. Interest limited to the closing price will be executed depending on the
availability of contra side interest.

Depending on whether it is marketable or not, verbal interest may be handled differently than e-Quoted
interest at the Close. Marketable verbal interest is included with all market and MOC interest at the Close,
while limited verbal interest and e-Quotes are on parity with limit orders. Specialists are reminded that verbal
interest from a Floor broker should be handled one of two ways: limited verbal interest should be entered
into the system as a manual e-Quote and specialists may require a written order from the broker; marketable
verbal interest should be entered into the Closing template.

The specialist as dealer can be on parity with Floor broker verbal interest only if the specialist announces his
intent to be on parity and no broker in the Crowd objects. For e-Quotes and CAP orders, the specialist as
dealer is on parity with the broker but cannot trade until all at-price orders on the Book are filled.

3. Orders to offset MOC imbalances at the Close to mitigate price disparity

Rule 902 (Off Hours Trading Orders) provides for entry of orders after the Close. Rule 902(a)(ii)(B) permits
specialists to include in the calculation of the Close legitimate market interest that is willing to participate
in the Close but did not enter an order into an Exchange system before the close of the regular trading
session at 4:00 p.m. Pursuant to the Rule, where the Close has not yet been printed and a member, member
organization or customer communicated an order at the post that would significantly reduce the imbalance
but the order was not entered prior to the scheduled 4:00 p.m. close, the specialist may request that the order
be executed in Crossing Session I. If the member, member organization or customer agrees, the specialist
may include this interest in offsetting an imbalance when setting the closing price and increase specialist
participation in the closing print to the extent of the new contra interest.

The specialist's use of this offsetting interest to minimize significant price dislocation on the Close will result in
a coupled order between the specialist and member, member organization or customer. The specialist must
obtain Floor Official approval if such a coupled order is to be executed immediately in Crossing Session I
(rather than at 5:00 p.m.). In this way the specialist will liquidate or cover the related dealer position, and the
member, member organization or customer will acquire the position.

Rule 902 may not be relied on for the entry of an order after the Close when there is no MOC imbalance or
when the imbalance would not result in volatility and/or price dislocation. In addition, it cannot be used if the
Close has already been printed.

V. Adequacy of Operations and Supervisory Staff

All members and member organizations, including specialists, should ensure that both operational and
supervisory staffing on and around the September 19 Expiration Day will be sufficient to monitor and process
all orders, regardless of the form in which they are received, as well as to handle the increased workload
anticipated as a result of the quarterly rebalancing. All members and member organizations should also
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review their systems to ensure that they have adequate capacity to handle the expected increase in volume.
For example, specialist firms should review their algorithms/API to ensure that they meet their obligations to
maintain a fair and orderly market. Specialists are reminded to seek the advice of a Floor Official regarding
any unusual situations as quickly as possible.

VI. Supervision

A. Review of Policies and Procedures

In view of increased automated order delivery, e-Quoting and automatic execution, NYSE Regulation is
advising members and member organizations to carefully review their procedures as well as their supervisory
systems for handling orders in connection with the September 19 Expiration Day. NYSE Regulation expects
members and member organizations to review their practices for handling orders at or near the Close,
particularly with respect to any orders where there is an on-close or other price guarantee for those securities
that are part of the quarterly rebalancing. Reviews should include both orders that are handled manually as
well as those orders that are handled systemically, such as orders that are handled by a computer algorithm.
In addition, members and member organizations should take all necessary steps to ensure that the relevant
trading and back-office staff are familiar with firm procedures for handling orders at or near the Close.

In addition, members and member organizations are reminded of their obligation to have adequate systems
and controls relating to the use of firm systems by correspondents or others, including usage of the NYSE
odd-lot system. Please consult Information Memos 02-48 (November 7, 2002) and 07-60 (June 29, 2007)
(both attached) for more information.

B. Adequacy of Compliance Program

Members and member organizations are also reminded to ensure that they have a robust compliance
program that includes adequate supervisory policies and procedures to monitor for compliance with Rule
123C and the guidance contained in this Information Memo. Those policies and procedures must be
adequate to ensure that all procedures related to MOC and LOC orders are appropriately followed, and to
detect and deter any actions that may violate NYSE or SEC rules.

C. Due Diligence Requirements

Consistent with the requirements of Rule 405, before any at-the-close order is transmitted to the Floor the
member or member organization accepting the order must exercise due diligence to learn the essential
facts relative to the order, including the purpose and propriety of the at-the-close instruction. In addition, an
imbalance of orders at or near the Close, caused in part by the entry of such orders, could lead to trading
being halted in the security and such orders not receiving an execution.

D. Supervision to Prevent Improperly Affecting the Close

Members and member organizations must also ensure that their activity does not have the effect of artificially
impacting the closing price. As such, members, member organizations and compliance staff should be
mindful of the guidance issued in Information Memo 05-52 (August 1, 2005)(attached) regarding VWAP
trading at or near the Close, which addresses the responsibility for ensuring that trading strategies engaged
in to facilitate or hedge VWAP orders have an economic basis and do not have the effect of marking the close
or marking the value of a position.

Firms should review procedures utilized in connection with orders to be executed at or near the close with
their traders and other order-entry personnel. Firms should also review systemic order-entry functions (e.g.,
algorithms or “smart servers”) for compliance with the provisions of this Information Memorandum. Firms
should also review the provisions of Information Memo 95-28 (July 10, 1995)(attached), which discusses
trading near the Close and activity that would constitute violations of Exchange Rules as well as federal
securities laws.
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In that connection, members and member organizations are reminded that, where a firm has committed to
purchase from (sell to) a customer an order at a price that is derived from the closing price (e.g., VWAP and
MOC orders) while also reserving a significant position of its hedging or covering transaction to be executed
at or near the Close, they must operate with substantial care. If the transaction is completed in a manner
that does not effectively place the firm at market risk or if the transaction does not provide an opportunity
for possible contra side interest to develop and/or react to the activity, it would raise manipulative concerns
and would operate as conduct inconsistent with just and equitable principles of trade. Members and member
organizations should consult Information Memo 05-52 for further guidance.

E. Compliance with Federal Securities Laws and Rules

In addition to complying with NYSE rules and policies, members and member organizations should review
other applicable federal securities laws and regulations, including Section 9(a)(2) of the Securities Exchange
Act and Rules 10a-1, 10b-5, as well as the margin and capital rules. Firms must ensure that they have
adequate policies and procedures to detect, deter and prevent such potentially violative conduct.

VII. Staff Contacts

Regulatory questions concerning this memorandum may be addressed to the following:

Patricia Bergholc, Director, On Floor Surveillance, at (212) 656-4948

Gordon Brown, Manager, On Floor Surveillance, at (212) 656-5321

Michael Fryer, Director, Member Trading, at (212) 656-4656

Michael Bernardo, Director, Member Trading, at (212) 656-4735

Michael Matejczyk, Director, Member Trading, at (212) 656-4854

John Saxton, Director, Member Trading, at (212) 656-2324 or

Carol Krusik, Director, Member Education, at (212) 656-4597.

Operations questions concerning this memorandum may be addressed to the following:

Paul Bauccio, Vice President, Operations, at (212) 656-2929

Dennis Pallotta, Director, Operations, at (212) 656-5236.

Questions may also be directed to OFSU via the White Phone or in person at their booth off the main Floor.
Questions that are not time sensitive may also be submitted to Ask Market Surveillance. For information
about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3 (January 30, 2006)
(attached), if you or your firm is not already a subscriber.

___________________________

John F. Malitzis

Executive Vice President

Market Surveillance

Attachments

Imbalance Publications and MOC/LOC Order Entry
 

Time Specialists Brokers and Traders
 

3:00 p.m.- 3:40 p.m. ▪ May publish informational
imbalance with prior Floor Official
approval.

▪ May enter MOC/LOC orders
on either side regardless
of informational imbalance
publication.
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▪ May cancel MOC/LOC
orders for any reason.

 

3:40 p.m.- 3:50 p.m. ▪ Must publish imbalances greater
than 50,000 shares.

▪ May enter MOC/LOC orders
only to offset imbalances.

▪ Must update any informational
imbalances published earlier:

▪ May not cancel MOC/LOC
orders except to correct
order entry error.

○ if there is an imbalance
greater than 50,000 shares;

○ if there is any other
“significant” imbalance;

○ or publish “no imbalance”.
▪ May publish any other “significant”

imbalance of any size (e.g.
less than 50,000 shares but
significantly greater than the
average daily volume for the
stock) with prior Floor Official
approval.

 

3:50 p.m.- 4:00 p.m. ▪ Must update any 3:40 p.m.
publications:

▪ May enter MOC/LOC orders
only to offset imbalances.

○ if there is an imbalance
greater than 50,000 shares;

▪ No cancellations of MOC/
LOC orders for any reason.

○ if there is any other
“significant” imbalance;

○ or publish “no imbalance” if
less than 50,000 shares.

▪ Subject to Floor Official approval,
should publish a “significant”
imbalance at 3:50 p.m. even
where there was no publication at
3:40 p.m.

▪ May publish any other “significant”
imbalance of any size with prior
Floor Official approval.

 

Market Surveillance Division

Member Education Bulletin

#2003-8

NYSE

Date: August 4, 2003

To: All Floor Members

From: Market Surveillance Division

Re: PRINTING THE CLOSING TRANSACTION UNDER RULE 116.40 AND ELECTED ORDERS

In view of increased interest in trading at closing prices, questions have been raised concerning the
procedures for printing the closing transaction, what constitutes the electing volume at the close, and how to
print the executed portion of orders elected by the closing transaction.

The procedures for printing the closing transaction described below represent a change from former practice;
undated white index cards used for reference should be discarded. New reference cards will be distributed
and will be dated. The new procedures described in this Member Education Bulletin have been included in
the 2003 edition of the Floor Official Manual.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

927

http://researchhelp.cch.com/License_Agreement.htm


Stop orders and percentage orders are elected by the closing transaction. The closing transaction includes
the paired amount of MOC/LOC orders as well as the imbalance print, if any.

More than one print is sometimes required to report the closing transaction to the Consolidated Tape.

1. If there is an imbalance of MOC/LOC orders at the close, the first print reflects the size of the imbalance,
consistent with Exchange Rule 116.40.

2. If there are paired MOC/LOC orders, that amount prints next as stopped stock.

3. When stop orders or percentage orders have been elected on the close, the executed portion of those
orders would print last.

• Stop orders elected by the closing transaction should be filled in their entirety at the closing price.

• Percentage orders, which are elected by the closing transaction, are not required to be executed;
however, when executed in whole or in part, they must receive the closing price.

Example:

At the close the specialist is holding one 20,000-share stop order and three percentage orders which leave
15,000, 25,000 and 100,000 shares, respectively. These four orders may be elected on the close, depending
on the closing price.

The specialist closes the stock at $77.03 and instructs the trading assistant to report the following to the tape:

28,000 @ 77.03 The size of the MOC/LOC imbalance
500,000 @ 77.03“stopped stock” Paired amount of MOC and marketable LOC orders

65,000 @ 77.03 20,000 for one stop order and 45,000 split among three
percentage orders, all elected on the close

In this example, the stop order was elected and filled. There is sufficient electing volume (528,000 shares)
to execute the leaves on all three percentage orders. However, due to lack of contra side liquidity, the
specialist determined to execute 15,000 shares on behalf of each percentage order. As a result, only one
of the percentage orders is filled, and the other two remain partially unexecuted. This example illustrates
an important difference between the types of orders which may be elected by the closing transaction. Stop
orders will be executed in their entirety, while percentage orders may remain unexecuted in whole or in part.

Should you have any questions, please call Rohan Prashad at (212) 656-6772 or John Gregoretti at (212)
656-6791.

________________________________________

Regina C. Mysliwiec

Senior Vice President

Market Surveillance Division

Information Memo

Member Firm Regulation

New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005

NYSE

Number 02-48

November 7, 2002
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ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, CHIEF OPERATIONS OFFICER,
INTERNAL AUDIT, COMPLIANCE, LEGAL AND TRADING DEPARTMENTS

TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ELECTRONIC TRANSMISSION OF ORDERS

Recently there have been a number of instances where members or member organizations have submitted
orders to the Exchange in error via electronic order entry systems. These errors were the result of human
error or defective commercial or proprietary software systems used to submit DOT Orders to SIAC. The two
primary causes of the error transmissions were: (1) transmitting orders containing an incorrect quantity of
shares; and (2) inadvertently releasing files containing orders transmitted the previous day.

The purpose of this memo is to emphasize to members and member organizations their responsibilities
when utilizing electronic order routing systems. Please also see Information Memos Nos. 92-43, dated
December 29, 1992, 92-15, dated May 28, 1992, and 89-6, dated January 25, 1989. Members and
member organizations are reminded of the regulatory requirements (internal control and written supervisory
procedures) and business practices (Know Your Customer) that must be adhered to when electronic order
entry systems are used.

SYSTEM CONTROLS MANDATORY

While electronic order entry systems can enhance members' or member organizations' ability to route and
execute orders, errors resulting from their use can result in increased market volatility and significant financial
risk and exposure to members and member organizations. Accordingly, all electronic order entry systems
must have written internal control and supervisory procedures, regardless of whether the member or member
organization is utilizing its own proprietary system or that of an outside vendor.

Electronic order entry systems, should, at a minimum, incorporate the following features: 1) controls that limit
use of the system to authorized persons/parties, 2) checks for validation of order accuracy, 3) established
limits and/or order prohibitors, to prevent orders exceeding preset credit and order size parameters from
being transmitted for execution, and 4) controls that monitor for duplication/retransmission of orders
previously transmitted for execution. When members or member organizations use a vendor's order entry
system, it is incumbent upon the member or member organization to ensure that the system has the requisite
controls in place and that the vendor's system complies with all Exchange audit trail requirements, including
Front End Systemic Capture (“FESC”) as required by Rule 123(e).

PROBLEMS RESULTING FROM SYSTEMS MAINTENANCE

Several of the recent errors occurred as the direct result of systems maintenance. Members and member
organizations must ensure that when software maintenance is being performed on their own electronic
order entry systems that safeguards are in place to prevent the inadvertent disabling of such systems or any
automated messaging systems that are used to alert firms as to problems with their order entry systems.
Further, such systems should be separated so that when maintenance is performed on one system it does
not impact or disable the other system. Similarly, members and member organizations are responsible to
ensure that such safeguards are in place for order entry systems of vendors or otherwise provided to or
utilized by correspondents and other third parties.

IMPROPER TESTING OF SYSTEMS PROHIBITED

The Exchange has recently become aware of instances where members and member organizations test their
systems' connectivity to the Exchange's systems by sending what purports to be an actual order, but one not
executable because of its terms (for example, sending an order to buy or sell 100 shares of a stock at $1,
when the stock is trading well outside that price), and immediately sending a cancellation of the order.
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Any test of a member's or member organization's system connectivity to the Exchange must be performed
using the appropriate established testing procedures. Test messages should be clearly denoted as such and
should not be sent in the guise of an actual order.

PERMITTING USE BY CORRESPONDENTS AND OTHERS

Before a member or member organization grants correspondents or other parties, pursuant to carrying,
clearing or other arrangements, access to its (or a vendor's) electronic order routing system, it must ensure
that reasonable written control and supervisory procedures (that must include at a minimum the four features
enumerated under the subhead “System Controls Mandatory” on page one of this Memo) are in place, and
must obtain and maintain as part of its books and records a copy of such correspondent's written control
procedures as well as a written undertaking from the correspondent that it will abide by such procedures. In
addition, the correspondent must provide the member or member organization with written notification of any
significant changes to such procedures. As an alternative, the carrying or clearing member organization itself
may establish the procedures by which a correspondent must abide and must obtain a written undertaking
from the correspondent that it will comply with such written procedures.

A member or member organization can also satisfy this requirement by using an electronic screen i.e., built-in
system checks, such as preset size and/or dollar limits, in its electronic order entry system.

DUE DILIGENCE OBLIGATIONS

Members and member organizations are also reminded of the requirements of Exchange Rule 405
(“Diligence as to Accounts”) also referred to as the “Know Your Customer” Rule, which provides, in part, that
members and member organizations must learn the essential facts relative to every customer and order. The
Rule's requirements are imposed on every customer order, regardless of the method or system used for their
receipt and transmission, including those routed via electronic trading systems.

Questions regarding this memo may be directed to your Finance Coordinator at the Exchange.

________________________________________

Salvatore Pallante

Executive Vice President

Attachments

Information Memo

Market Surveillance

NYSE Regulation, Inc.

11 Wall Street

New York, NY 10005

nyse.com

NYSE Regulation

Number 07-60

June 29, 2007

ATTENTION: CHIEF EXECUTIVE OFFICER, CHIEF OPERATIONS OFFICER, LEGAL AND COMPLIANCE
DEPARTMENTS
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TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ODD-LOT ORDER REQUIREMENTS

*** Please Show to Your Compliance Officer ***

I. Purpose

The purpose of this Information Memo is to remind all members and member organizations of the NYSE
requirements governing use of the odd-lot system remain in effect and that odd-lot order activity must comply
with these requirements. Firms are warned that use of the odd-lot system in ways that are inconsistent with
traditional odd-lot investment activity is prohibited and violations will be pursued by the relevant regulatory
authority, including NYSE Regulation.

II. Background

The NYSE odd-lot system is intended to afford customers of members and member organizations an
inexpensive and efficient order execution system compatible with traditional odd-lot investing practices of
smaller individual, retail investors. NYSE Rules 124 and 411(b) set forth procedures and requirements for the
proper execution and processing of odd-lot orders. From the inception of the NYSE odd-lot system, the NYSE
has required that the odd-lot system not be used as a professional trading vehicle, except as otherwise
provided in this Memo. For purposes of this Memo, a professional trading vehicle includes trading strategies
by professionals that would result in more than an incidental use of the odd-lot system.

III. Odd-Lot Order Handling and Prohibited Trading Practices

Use of the odd-lot system in ways that are inconsistent with traditional odd-lot investment activity or order
entry practices that are intended to circumvent the round lot market constitute abuses of the odd-lot system
and are prohibited. For example, members and member organizations are not permitted to engage in the
following conduct:

• Unbundling market or limit round-lots for the purpose of entering odd-lot orders in comparable
amounts;

• Failing to aggregate odd-lot orders into round-lots when such orders are for the same account or for
various accounts in which there is a common monetary interest/beneficial ownership interest (note that
the requirement to aggregate such orders applies to both market and limit orders);

• Entering both buy and sell odd-lot limit orders in the same stock before one of the orders is executed,
for the purpose of capturing the “spread” in the stock;

• Effecting prearranged or wash sales in odd-lots, which are trades in which an offer to buy is
coupled with an offer to sell back at the same or an advanced price (or the reverse). These trades
are violative because they are not actually exposed to the risk of the market. Whether a transaction
presents “market risk” is a facts and circumstances determination. As a general matter, however, in
order to be considered at the risk of the market, at the time of the first transaction there can be no
guarantee or assurance of the price of the second transaction. In addition, the time period between
the two transactions would not of itself determine whether the trading had been effected at the risk
of the market. Rather, such factors as the liquidity of the security and volume must be considered.
Prearranged or wash sales in odd-lots or partial round lots (“PRLs”) should not be used to create a
false or misleading appearance of more actual or apparent active trading in such security. Such activity
would violate SEC and NYSE anti-manipulation and anti-fraud rules, and other NYSE rules including
but not limited to just and equitable principals of trade and good business practices.

• Effecting prearranged or wash sales in the round-lot portion of a PRL for the purpose of effecting
an execution of the odd-lot portion of the PRL with no market risk and at a more favorable price than
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market conditions would have otherwise permitted. For example, when the quote in XYZ is .05 - .15, a
customer simultaneously bids .06 for 199 shares and offers 100 shares at .06. This would cause 100
shares to execute at .06 (this would be a prohibited wash sale), which would in turn force the specialist
to sell to the customer the remaining 99 shares at .06, thereby generating a riskless odd-lot trade at a
better price for the odd-lot than the market at the time would have provided.

• Other types of trading activity in odd-lot orders or in PRLs that is not consistent with traditional odd-
lot investment activity, including index arbitrage, certain types of program trading, security classes not
usually involved in program trading (e.g., REITs, certain narrowly based structure products, etc.), or
any pattern of activity that would suggest day trading or is otherwise clearly suspicious because it is
inconsistent with traditional odd-lot investment activity.

It is also prohibited to enter a round-lot order to create a favorable execution price for odd-lot market or limit
orders pending execution in the odd-lot system.

Odd-lot limit orders may be entered as part of a program trade, provided such orders in the aggregate
constitute a relatively small part of the overall program. For example, the NYSE would consider a program
consisting primarily of odd-lot orders to be presumptively violative of NYSE Rules and policies since the use
of the odd-lot system would not be a “relatively small part” of the overall program.

In determining whether trading involving odd-lots is violative, NYSE Regulation will consider, among other
factors, whether a strategy appears to intentionally utilize odd-lots for the purpose of accessing volume that
would not be available in the round-lot market. Accordingly, NYSE Regulation will consider whether a strategy
appears to be contingent on the use of odd-lots as opposed to round-lots, or seems to be structured in terms
of the size or timing of the orders so that an inappropriate large number of odd-lot orders results. The conduct
described above, in addition to the above cited rules, constitutes conduct inconsistent with just and equitable
principles of trade and possible violations of federal securities laws and will result in disciplinary action by
NYSE Regulation.

IV. Supervision

a. Supervision of Sponsored Participants

Members and member organizations must establish and enforce appropriate internal systems and controls to
monitor odd-lot activity by customers, whether the order is entered by the firm or whether the order is entered
by the customer directly using the firm's electronic order routing systems. Before granting access to its (or a
vendor's) electronic order routing system to correspondents or other parties pursuant to carrying, clearing, or
other arrangements, the member or member organization must assure that that such correspondents or other
sponsored participants has adequate policies and procedures, written controls and supervisory procedures,
and surveillances in place that are reasonably designed to detect improper activity and enforce compliance
with SEC and NYSE rules. Member firms' supervisory systems must be designed to assure compliance with
NYSE and SEC rules, and to monitor for inappropriate and manipulative conduct by their customers. At a very
minimum, NYSE Regulation expects member firms to have policies, procedures, systems and controls, and
surveillances to contemporaneously detect and deter the violations of NYSE and SEC rules, including but not
limited to, the practices outlined above.

In this regard, members and member organizations are reminded that in addition to their regular supervisory
duties under NYSE Rule 342, they also have an obligation under NYSE Rule 405 (the so-called “Know Your
Customer” rule), to use due diligence to learn the essential facts relative to every customer and every order.
The Rule's requirements apply to every customer order routed through electronic trading systems, including
the NYSE's odd-lot order service. For further information on requirements for electronic transmission of
orders, please refer to Information Memo 02-48.

Members and member organizations are responsible for all order activity effected through the use of their
own or their vendors' electronic order routing systems. Firms who fail to adequately monitor for compliance by
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their customers may be subject to formal disciplinary action, including fines or the suspension or termination
of its ability to enter odd lot orders or sponsor customers entering odd lot orders over its electronic order

routing systems or other regulatory sanction as appropriate. 1 

b. Books and Records

All members and member organizations are reminded of their continuing obligation to accurately record
account type information in their audit trail reporting in accordance with NYSE Rule 130(d), and should be
aware that their obligation to provide accurate account type information in reporting program trading extends
to the incidental odd-lot portions of a program; failure to properly provide account type information may result
in disciplinary action against the firm. Therefore, members are advised to be especially diligent in their efforts
to ensure the accuracy of program trading-related audit trail information.

V. NYSE Regulation Staff Contacts

Questions concerning this Information Memo should be addressed to:

Clare F. Saperstein, Principal Rule Counsel, Market Surveillance, at (212) 656-2355

Douglas Witter, Senior Special Counsel, Market Surveillance, at (212) 656-4875

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
Booth in the EBR. Questions that are not time sensitive may also be submitted to Ask Market Surveillance.
(For information about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3, which
was issued on January 30, 2006, if you or your firm is not already a subscriber.)

________________________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Information Memo

Market Surveillance

New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

NYSE

Number 05-52

August 1, 2005

ATTENTION: TRADING DESKS, ORDER ROOMS, COMPLIANCE DIRECTORS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Member Obligations in Connection With Volume Weighted Average Price Transactions

I. Purpose of Memo

The purpose of this Information Memorandum is to alert members and member organizations to their
obligations in connection with Volume Weighted Average Price (“VWAP”) transactions. In addition, the
memorandum provides guidance to members and member organizations regarding the proper supervision of,
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and where necessary, the disclosure of, potential conflicts of interest when handling or bidding for program
baskets. This memorandum is being issued in coordination with the NASD.

II. Types of VWAP Orders Covered

VWAP orders may include the following types:

• Guaranteed, in which the firm guarantees that the customer's order will be executed during Crossing
Sessions II or IV at that day's VWAP;

• Guaranteed Stop, in which the firm guarantees that the customer's order will be executed during
Crossing Session IV or in the OTC market at the VWAP or better;

• Best Efforts, in which the firm attempts during the course of the day to meet or beat the VWAP on
behalf of the customer, but does not guarantee the VWAP;

• Point-to-Point, in which the firm executes transactions at agreed-upon times during the trading day;

• Hybrid, in which the firm executes the customer's order during the trading day within an agreed-upon
range of VWAP (e.g., execution at VWAP between 10:00 a.m. and 1:00 p.m.; execution within +/−2.5%
of VWAP); and

• Target, in which the firm executes a specified number of shares incrementally during the day as close
to VWAP as possible, but does not guarantee the VWAP.

The restrictions and obligations described in this memorandum with respect to VWAP orders also apply to
blind-bid and risk-bid transactions in which the firm has submitted a bid in response to a client's solicitation
of interest in effecting a blind portfolio transaction, but has not yet been notified of the customer's decision to
award the transaction to the firm, and where the firm has been awarded the transaction.

III. Duties of Members and Member Organizations

Under Exchange Rules and Federal Securities Laws in Connection with VWAP Transactions

Members and member organizations are reminded that they have an obligation under Exchange rules and
the federal securities laws to execute customer VWAP orders in a manner that does not compromise the
customer's interests, and that does not advance the member's or member organization's own pecuniary
interests at the customer's expense. These obligations are triggered whenever the member or member
organization receives, or is aware that it is likely to receive, an order from a customer. In addition, in the
case of a blind-bid or risk-bid transaction, members and member organizations must consider whether the
information received in the solicitation is sufficiently specific to trigger duties and obligations under Exchange
rules and/or the federal securities laws prior to receiving the order. Once a member or member organization
knows, or has reason to know, the order details to a degree of confidence such that the member or member
organization could engage in targeted hedging or positioning activity without undue speculative risk, then
the duties and obligations described in this Information Memo attach as though the member or member
organization had actually received the order. Circumstances to consider in making this determination include,
among other factors, the type of order, the name of the security, the size of the order, the side of the market
(i.e., buy or sell), the weighting of a basket order, and the timing for completion of the order.

In connection with VWAP or similar transactions, a member or member organization may wish to engage
in facilitation trades or bona fide hedging in order to position itself to assume the risks associated with such
transactions. While such activities are not prohibited, members and member organizations should be aware
that these activities may conflict with the member or member organization's fiduciary duty to represent the
customer's order fairly. Accordingly, such activities must be conducted in accordance with Exchange Rule 92
and Information Memo 01-21 (“Limitations on Member's Trading Because of Customers' Orders”).
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In particular, the Exchange deems it inconsistent with just and equitable principles of trade for a member
or member organization to use its knowledge of a VWAP order, blind-bid, or risk-bid transaction to trade
for its own account in a manner that would be a detriment to the customer. While each situation may be
unique, depending on the size of the transaction and the liquidity of the stock, such misconduct may include
unreasonably moving the market (i.e., moving the market in a manner that benefits a proprietary position and
disadvantages the customer, as opposed to movement of the market that naturally occurs based on the size
of the transaction and overall market conditions), creating the artificial appearance of demand or supply for
the security, or establishing artificially high or low prices through manipulative trading, increased quote activity

or entering proprietary orders near the close or when the VWAP order is executed. 1 

For example, to the extent that members or member organizations engage in bona fide hedging activity or
facilitation trades in connection with VWAP orders, one measure of whether they are adversely affecting the
customer's order is whether the member or member firms execute such transactions at a time or in a manner
that gives the market adequate time to interact with liquidity in the market. Particular care should be taken in
situations where a firm reserves a significant portion of its hedging or facilitation position for execution near
the close; if the transaction is completed in a manner that does not effectively place the firm at market risk, or
provide an opportunity for contra-side interest to develop or react to the firm's order, the firm's conduct may
constitute manipulation and be the subject of disciplinary action.

In addition, members and member organizations are reminded that when they engage in bona fide hedging or
facilitation trades in connection with VWAP orders, they remain subject to best execution requirements. The
Exchange and the Securities and Exchange Commission (“SEC”) will pursue instances where members or
member firms may have manipulated or pre-conditioned the market in order to achieve a favorable execution
of a large customer order.

IV. Transactions that Are Not Restricted While in Possession of A VWAP or Similar Order

Information received by a member or member organization in connection with a VWAP order or a blind-bid
or risk-bid transaction does not affect the member or member organization's ability to trade in the following
situations:

• Execution of a prior customer order;

• Bona fide hedging activities that the member or member organization can demonstrate are unrelated
to the information supplied by the customer in connection with the VWAP order or blind bid or risk bid
solicitation;

• Execution of electronic trading system (i.e., “Black Box”) orders, provided that the member or member
organization does not have actual knowledge that a portion of the order has been sent to the Exchange

for execution; 2 

• Trades entered for the purpose of correcting a bona fide error;

• Odd-lot transactions executed to offset odd-lot orders that are not part of a blind-bid or risk-bid
transaction; and

• Trades effected by another aggregation unit within the firm (provided that the firm complies with the

terms the SEC's Reg SHO regarding aggregation units). 3 

V. Disclosure of Hedging Activity and Facilitation Trades

Members and member organizations should disclose to customers that they may engage in hedging activity

or facilitation trades prior to the receipt and/or execution of the customer's VWAP order. 4   Such disclosure
should be in the form of a periodic affirmative written notice that is provided to customers in advance of
trading (e.g., semiannually, quarterly or as often as is reasonable under the circumstances), and should be
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reasonably calculated to provide customers with sufficient information from which the customer may discern
the firm's intentions.

Disclosure of potential hedging activity or facilitation trades does not create a safe harbor from manipulation
or best execution violations.

VI. Marking of VWAP Orders

The Exchange deems VWAP orders to be contractually either short or long (depending on the particulars
of the order). Accordingly, members and member organizations should mark VWAP orders as short (long)
for purposes of entering the order. Please note that in the event that a member or member organization is
short the securities underlying a VWAP sell order, the order should be marked “short” (or “short exempt”, if
applicable) even if the customer is long the subject securities.

Short VWAP orders should be executed in compliance with all applicable Exchange rules, SEC regulations
and federal securities laws governing short sales. Failure to accurately mark orders may result in disciplinary
action for failure to maintain proper books and records.

Members and member organizations should mark VWAP orders with a “P” account-type indicator for audit-
trail purposes.

VII. Supervision of VWAP Orders and Similar Transactions

Members and member organizations are required, pursuant to Exchange Rule 342, to ensure that they
have adequate policies and written procedures in place to detect, deter, and prevent the potentially violative
conduct described in this memo.

In particular, firms should establish and maintain procedures reasonably designed to review facilitation and
hedging activities in connection with VWAP and blind-bid or risk-bid transactions, in order to ensure that such
activities comply with Exchange rules and federal securities laws. This includes procedures to ensure that
customers have received notice of any hedging or facilitation activity that could affect the customer's order,
and to minimize the dissemination of information about a customer's VWAP order or blind-bid or risk-bid
transaction, in order to ensure that such information is not used improperly to the customer's detriment. In
addition, steps must be taken to ensure that all terms of the VWAP arrangement and tranactions pursuant to
the arrangement are fully documented.

In addition, members and member organizations must ensure that trading strategies engaged in to facilitate
or hedge VWAP orders have an economic basis and do not have the effect of marking the close or marking
the value of a position. Firms should also periodically evaluate the performance of electronic trading systems
(i.e., “Black Box” systems) to ensure that changing market conditions do not result in a manipulative impact
on the market or otherwise result in improper market dislocation, whether intentionally or unintentionally.

Questions regarding the above may be directed to John Kroog, Director, Market Trading Analysis, Market
Surveillance Division at (212) 656-6532, or Daniel M. Labovitz, Director, Rule Interpretation & Member
Education, Market Surveillance Division at (212) 656-2081.

________________________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Information Memo

Market Surveillance

New York Stock Exchange, Inc.
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11 Wall Street

New York, NY 10005

NYSE

Number 95-28

July 10, 1995

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Positioning to Facilitate Customer Orders

The purpose of this memorandum is to present the Exchange's view of various trading strategies employed
by member organizations to facilitate customer stock or program orders. Although it is not possible to provide
an all-inclusive discussion of these strategies, the Exchange believes it is important to describe the kind of
activity which would be inconsistent with just and equitable principles of trade.

A member organization “A” commits to sell (buy) securities after the close to (from) a customer at the closing
price on the Exchange. To position itself to facilitate this transaction, “A” buys (sells) the stock(s) throughout
the day in a proprietary account, assuming the risk of the market. In order to reduce the risk of the proprietary
position it is assuming during the day, “A” leaves a portion of the position to be executed at the close. If
the size of the transaction(s) “A” intends to execute at the close can reasonably be expected to impact the
closing price(s), “A” should not buy (sell) any stock related to that position near the close. (“A” would not be
precluded from entering proprietary market-on-close orders for execution in the closing transaction, if “A”
is not representing any proprietary orders near the closing transaction). What constitutes “near the close”
depends upon the degree of risk which can reasonably be attributed to the position established by that trade
versus the reasonably anticipated impact the trade at the close will have on the closing price. While each
situation may be unique, depending upon the size of the transaction and the liquidity of the stock, generally
traded executed after 3:40 p.m. would be considered “near the close.” Engaging in such transactions for
the firm's proprietary account would be conducted inconsistent with just and equitable principles of trade.
However, “A” would not be precluded from executing the customer's order on an agency basis at any time,
including at or near the close. It should be recognized, however, that this does not preclude the Exchange
from determining that such activity may be a violation of the anti-manipulative provisions of the Securities
Exchange Act of 1934 or Exchange rules.

Similarly, intra-day, it would be conduct inconsistent with just and equitable principles of trade for a member
organization to effect any transactions in a stock while knowing of the imminent execution of a block, in
order to subsequently liquidate the position by participating on the contra-side of the block transaction. For
example, if “A” knows a block will be bought one-quarter of a point up from the current market, “A” should not
buy stock to subsequently sell into the block transaction at the higher price.

In addition, it would be conduct inconsistent with just and equitable principles of trade for any person to
disclose to any other person trading strategies or customers' orders for the purpose of that person taking
advantage of the information for personal benefit or for the benefit of the member organization. This does not,
however, preclude a member organization from soliciting interest to trade with the contra side of a block in the
normal course of engaging in block facilitation activities.

Member organizations are required to establish and maintain procedures reasonably designed to review
facilitation activities for compliance with Exchange rules and federal securities laws. Member organizations
must ensure that trading strategies engaged in by their proprietary traders to facilitate customers' orders
have an economic basis and are not engaged in to mark the closing price or to mark the value of a position.
In addition, before any at-the-close customer order is transmitted to the Floor, the member organization
accepting the order must exercise due diligence to learn the essential facts relative to the order, including
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the purpose and propriety of the at-the-close instructions, particularly when it has knowledge of other orders
executed for the customer's account during the day.

Questions regarding the above may be directed to Agnes Gautier at (212) 656-4608.

________________________________________

Robert J. McSweeney

Senior Vice President

Market Surveillance Division

Member Education Bulletin

2006-3

NYSE

Date: January 30, 2006

To: All Member, Member Organizations, Legal and Compliance Officers

From: Market Surveillance Division

Re: “ASK MARKET SURVEILLANCE” - NEW SOFTWARE SYSTEM BEING RELEASED MID-FEBRUARY,
2006

NYSE Regulation is pleased to announce the release of “Ask Market Surveillance”, a computer-based legal
research tool. The software application, which will be made available to Floor members and Floor member
organizations (and their Floor staff and Legal and Compliance Departments), will be available beginning in
mid-February, 2006. Details on signing up and gaining access to Ask Market Surveillance begin on Page 2 of
this Member Education Bulletin.

Ask Market Surveillance is an exciting new tool that combines two principal capabilities into one application:

• Easily and efficiently locate online interpretive guidance on NYSE trading rules; and

• Request targeted interpretive guidance directly from NYSE Regulation's Market Surveillance Division.

Find Interpretive Guidance Quickly and Easily

To assist in locating relevant material, Ask Market Surveillance offers users a powerful search engine that
simultaneously combs the various published interpretive materials maintained by the Exchange including:

• Constitution and Rules

• Information Memos

• Member Education Bulletins

• Floor Official Manual

• Hearing Panel Decisions

• Previously-asked Questions and Answers.

Relevant search results are returned in an easy-to-navigate table format. To view a document, users simply
click on items in the results list. Documents can be printed directly from the system to any of the users'
attached or networked printers.

If the original search results are too broad, the application lets users drill down within those results to locate
more specific items. The system will save the users' search parameters so that users can easily re-run
previous searches with a single click.

Pose Interpretive Questions to Market Surveillance Division Staff
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Not every interpretive question can be answered by existing interpretive materials. That's why Ask Market
Surveillance permits users to submit interpretive questions to Market Surveillance Division staff, who will
research them and provide answers as quickly as possible. The turnaround time for any particular request will
vary depending on the complexity of the question.

Questions that are posed and responded to in the system may be published in the Ask Market Surveillance
database as a way to make the information available to all users online. Information that could identify
submitters or their affiliations will be removed before questions and answers are published.

Please note that because answers cannot be provided in real time, users should continue to bring time-
sensitive questions directly to Market Surveillance Division personnel in person on the Floor or via telephone.
Staff will work with the user to find a more immediate answer, which may then be entered into Ask Market
Surveillance by the responding staff person.

Other Key Features of Ask Market Surveillance

Ask Market Surveillance incorporates a number of additional features that make it easy to use.

• “Hot Topics”: Through its “Hot Topics” feature, Ask Market Surveillance can help users keep abreast
of new and amended rules, recent publications by the Market Surveillance Division and questions
frequently raised with the Division.

• Email Notifications: Users don't need to manually check the status of their inquiries - instead, the
system will generate emails to users letting them know when their questions have been answered, or
inviting them to provide additional information necessary to answer a question.

• Special Notices: When users log on, Ask Market Surveillance presents an initial window that will alert
them to new developments, the addition of new “Hot Topics” and other system news.

• Availability from the Floor: Member Organizations who have access to the Electronic Filing Platform
(EFP) from the Floor will be able to access Ask Market Surveillance directly from the Floor.

• Availability from Upstairs Compliance Offices: Access to Ask Market Surveillance will be via the
internet-based EFP, to which most member organizations already have access. Questions regarding
the EFP should be directed to Harry Mousmoules at (212) 656-4337 or hmousmoules@nyse.com.

Signing Up for Ask Market Surveillance

Members and Member organizations who are interested in signing up for Ask Market Surveillance are asked
to follow the procedure described below.

1. Designate a single point-of-contact. In order to facilitate the signing up of new accounts, we ask
that the chief compliance officers at member organizations identify eligible staff (i.e., Floor personnel
and legal and compliance personnel involved in Floor-related activities) who should have access to Ask
Market Surveillance.

The chief compliance officer or a designated individual will be responsible for certifying that
users are eligible participants, and for keeping all user information up-to-date.

2. Register your organization's users. The chief compliance officer or a designated individual
should provide a list of persons (first name and last name) approved by the member or member
organization to use the system, along with each individual's business e-mail address to
askmarketsurveillance@nyse.com. Please note that only the designated point person will be able to set
up new accounts for that member organization. As noted above, at the outset, Ask Market Surveillance
is intended for personnel whose functions are related to trading on the Floor of the Exchange, and we
request that only those individuals be registered as users. Once the account has been activated, the
individual users will be advised by e-mail.
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Using Ask Market Surveillance

Ask Market Surveillance was designed to be an intuitive system so that users can begin using the system
without formal training. New users will receive a “Quick Reference Card” via email when they are registered,
which should answer most questions that they may have. The Quick Reference Card will also direct users on
how to obtain additional assistance if necessary.

Members and member organizations are reminded that Ask Market Surveillance is intended to provide rule
interpretation guidance only from NYSE Regulation's Market Surveillance Division. We will make every effort
to route non-Market Surveillance questions to the appropriate Exchange staff for resolution.

To facilitate the process of responding to inquiries, we ask that questions sent to Ask Market Surveillance
be reasonably focused and provide all information necessary to answer the question. If a question is
incomplete or unclear, a Market Surveillance staff person may find it necessary to reach out to a user for
more information or clarification, which will delay your response. In the event that clarifications are required,
users will receive an e-mail from the system. For your convenience, the email will contain a clickable link to
the relevant screen on the system.

General Contacts

If you have questions about Ask Market Surveillance, please direct them to:

Question regarding system functionality and database content:

Daniel Labovitz, Director, Market Surveillance, (212) 656-2081; or Carol Krusik, Director, Market
Surveillance, (212) 656-4597

Questions regarding signing up for Ask Market Surveillance:

Wendy Lugo, Analyst, Market Surveillance, (212) 656-5819

________________________________________

Robert A. Marchman

Executive Vice President

Market Surveillance Division

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  In the event of a regulatory halt, MOC/LOC orders may be entered or canceled up to 3:50 p.m. or until
the stock reopens, whichever occurs first. See Rule 123C(1) and (2).

2  The NYSE Order Imbalance Information product, a data feed of real-time order imbalances that
accumulate prior to the opening of trading on the Exchange and prior to the close of trading on the
Exchange is now available. See Securities Exchange Act Release No. 57861 (May 23, 2008), 73 FR
31905 (June 4, 2008)(SR-NYSE-2008-42). See also Securities Exchange Act Release No. 57862 (May
23, 2008), 73 FR 31174 (May 30, 2008)(SR-NYSE-2008-41).

3  Floor Official approvals to publish informational imbalances should be recorded on the Floor Official
Approval form under Item 12 ("Consultation/Other"). Members should state the proposed imbalance
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information and note any other relevant information (e.g. ADTV, size, degree of impact) in connection
with the request.

4  See also Member Education Bulletin 2003-8 (August 4, 2003)(attached). The only change in the
procedure since publication of the MEB relates to stop orders. Currently, all stop orders that are elected
based on the closing price are automatically and systemically converted to market orders and included
in the total number of MOC orders to be executed at the close. Members and member organizations
are reminded that, when arranging the Close, they may not use the Display Book® system in an
inappropriate manner designed to discover information about unelected stop orders.

1  NYSE Regulation has recently imposed formal disciplinary sanctions and significant fines for odd-lot
trading violations, which are described in Hearing Panel Decisions 07-10, 06-160, 06-171, and 06-192
and posted on NYSE.com.

1  In connection with contemplated hedging and facilitation trades, members and member organizations
should review Information Memo 95-28 ("Positioning to Facilitate Customer Orders") for further
discussion of conduct that the Exchange deems to be inconsistent with just and equitable principles of
trade. In addition, this Information Memo is not intended to set out all possible violations that may occur
in connection with VWAP transactions; members and member organizations should be aware that the
conduct described may also violate other Exchange rules or federal securities laws.

2  See Information Memo 01-21.
3  17 C.F.R. § 240.200(f)
4  Members and member organizations are encouraged to review a Final Notice of the United Kingdom's

Financial Services Authority ("FSA"), dated March 18, 2004, involving program trading by Morgan
Grenfell & Co. Ltd. In that case, Morgan Grenfell made a blind bid for a customer's program trade, and
at the same time, began hedging against probable risks from the trade. Ultimately, the firm's hedging
activities moved the market in certain of the securities involved. The FSA found that Morgan Grenfell
had not adequately disclosed its proprietary trading in advance of the customer's acceptance of the
blind bid, and therefore had a conflict of interest with its client. The FSA fined the firm £190,000, and the
firm reimbursed the customer for the increased price of those securities. A copy of the Final Notice is
available on the FSA's website at http://www.fsa.gov.uk/pubs/final/m-grenfell_18mar04.pdf.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 08-42

Click to open document in a browser

September 11, 2008

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENT TO NYSE RULE 104(b) TO ALLOW SPECIALISTS TO AUTOMATICALLY OPEN
A SECURITY ON A TRADE

I. Purpose

The purpose of this Information Memo is to advise members and member organizations that the New
York Stock Exchange (“NYSE” or “Exchange”) has amended NYSE Rule 104(b) to provide specialists
with an automated opening message that will operate via the Specialist Application Programmed Interface
(“Specialist API SM” or “SAPI”), to allow specialists to automatically open a security on a trade.

II. Background

Pursuant to NYSE Rule 104, Exchange specialists in their capacity as dealers for their assigned securities,
maintain systems that use proprietary algorithms, based on predetermined parameters, to electronically
participate in the Exchange market (“Specialist Algorithm”). The Specialist Algorithm communicates with the
NYSE Display Book® system via the SAPI.

Specialists on the Exchange are responsible for initiating trading (the “opening”) in their assigned securities.
Pursuant to NYSE Rule 123D, it “is the responsibility of each specialist to ensure that registered stocks open
as close to the opening bell as possible, while at the same time not unduly hasty, particularly when at a
price disparity from the prior close.” Specialist Algorithms may generate quoting and trading messages as
prescribed by Exchange Rule 104(b)(i). Prior to the amendment described herein, specialists were permitted
to either open trading in their assigned securities with a manual transaction or pursuant to NYSE Rule 104(b),
with an automated quote.

III. Amendment to NYSE Rule 104(b) - Automated Opening Transaction

The Exchange amended NYSE Rule 104(b) to allow specialists to automatically open his or her assigned
security with an automated trade. Specifically, the Exchange added an automated opening message
provision which will allow the SAPI to generate a message to open the security with an automated
transaction.

The Exchange notes that specialists must still comply with all NYSE rules when utilizing the open on trade
technology, including but not limited to, NYSE rules relating to depth and continuity, mandatory indications,
Rule 79A regarding Floor Official Approval for 1 and 2 points price movements, and any other rule that might
require Floor Official consultation in connection with an open. Specialists are not exempt from requirements
related to the open when using algorithmic technology to effect the open.

IV. Contacts

Questions regarding the operational procedures described in this Information Memo should be directed to:

Paul Bauccio, Vice President, Operations, at (212) 656-2929

Dennis Pallotta, Director, Operations, at (212) 656-5236.

Regulatory questions regarding this Information Memo should be addressed to:
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John Saxton, Director, Member Trading, at (212) 656-2324.

Michael Fryer, Director, Member Trading, at (212) 656-4656.

Jennifer Kim, Counsel, NYSER Office of General Counsel, at (212) 656-2389.

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at
their booth in the Main Room. Questions that are not time sensitive may also be submitted to Ask Market
Surveillance (For information about the Ask Market Surveillance System, refer to Member Education Bulletin
2006-3, which was issued on January 30, 2006, if you or your firm is not already a subscriber).

____________________________

Richard Ketchum

Chief Executive Officer

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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August 14, 2008

   TO: FLOOR BROKER MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: FLOOR BROKER USE OF AUTHORIZED AND ISSUED PORTABLE PHONES - NYSE RULE 36

The Securities and Exchange Commission (SEC) has approved a permanent amendment to New York Stock
Exchange (“NYSE” or “Exchange”) Rule 36 to permit the use of an Exchange authorized and issued portable
telephone on the Floor for off-Floor communications. This is a reminder and update of the conditions related
to the use of the portable phone.

• Only Exchange authorized and provided portable phones are permitted to be used on the Floor.
• All Exchange authorized and provided portable phones, which have been approved by the SEC,

do not have call-forwarding or conference calling capabilities and will continue to not have such
capabilities.

• You are permitted to engage in direct voice communication from the point of sale to an off-Floor
location, such as a member's or member organization's trading desk or the office of one of your
customers.

• You must only accept orders consistent with NYSE rules, including the requirement in NYSE Rule
123(e) to first record order details in an electronic system on the Floor (FESC) before representing
or executing the order.

• You are permitted to provide status and oral execution reports as to orders previously received,
as well as “market look” observations as historically have been routinely transmitted from a Floor
broker's booth location.

• If you intend to communicate directly with public customers, you are subject to additional public
business and recordkeeping requirements. See Information Memos 05-37 (May 25, 2005) and
03-18 (May 6, 2003).

• No other electronic communication devices may be used unless approved by the Exchange. 1 
• Your use of the portable phone pursuant to NYSE Rules 36.20 and 36.21 must comply with all

other rules, policies, and procedures of both the federal securities laws and the NYSE, including the
record retention requirements, as set forth in NYSE Rule 440 and SEC Rules 17a-3 and 17a-4.

In addition, you will be required to execute a written acknowledgement agreeing to the following as conditions
of your continued use of a portable phone pursuant to NYSE Rules 36.20 and 36.21:

• You authorize the portable phone service provider to supply the NYSE and New York Stock
Exchange Regulation, Inc. with data and records relating to incoming and outgoing calls;

• Your use of the portable phone pursuant to NYSE Rules 36.20 and 36.21 complies with all other
rules, policies, and procedures of both the federal securities laws and the NYSE, including the
record retention requirements, as set forth in NYSE Rule 440 and SEC Rules 17a-3 and 17a-4; and

• You are required to implement procedures designed to deter anyone calling your portable phone
number from using caller ID block or other means to conceal the phone number from which a
call is being made. Members and member organizations are required to make and retain records
demonstrating compliance with such procedures.

Attached is an acknowledgement that must be executed in order to use a portable phone. This document
must be maintained by your firm's compliance department and made available to the Exchange upon request.

If you have any questions concerning the subject of this memo, please contact:

Patricia Bergholc

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

944

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P08-41%2909013e2c855b3c98?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


Director, On Floor Surveillance Unit

(212) 656-4948
Andrew White

Director, Market Surveillance

(212) 656-4498

___________________________

Richard Ketchum

Chief Executive Officer

Attachments

Floor Broker Addendum to Wireless Voice Service Agreement

• This is to acknowledge my understanding that, as a condition of my use of a portable phone pursuant to
NYSE Rules 36.20 and 36.21, which enable me to receive and send calls from an Exchange authorized and
provided portable phone, I, ___________________ (insert full name of member and badge number),
employed by, or associated with [ insert firm name] ____________________, hereby acknowledge that
the New York Stock Exchange (the “NYSE” or “Exchange”) and New York Stock Exchange Regulation, Inc.
(“NYSE Regulation”) has the right to request from the portable phone service provider any data and records
relating to incoming and outgoing calls that the NYSE and/or NYSE Regulation deems necessary.

• I also acknowledge that my use of a portable phone pursuant to NYSE Rules 36.20 and 36.21 must comply
with all other rules, policies, and procedures of both the federal securities laws and the NYSE, including the
record retention requirements, as set forth in NYSE Rule 440 and SEC Rules 17a-3 and 17a-4; and

• To the extent I am aware that a customer or any other incoming caller is using a Caller ID block, I will
request in writing that the customer/caller not employ such block when calling my portable phone, and
document my request and maintain a copy of such documentation.

Please sign and return this document to Andrew White, Director, Market Surveillance, 20 Broad Street, 13
th Floor, New York, NY, 10005 with a copy to Joseph Costantino, Telecommunications, 11 Wall Street, 20 th

Floor, New York, NY 10005.

Print Name: ______________________________

Signed: _________________________________

Date: _______________________________________

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Currently, only Exchange authorized and provided portable phones are approved.
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August 14, 2008

   TO: ALL FLOOR MEMBERS

SUBJECT: RCMM USE OF EXCHANGE AUTHORIZED AND PROVIDED PORTABLE PHONES ON THE
NYSE FLOOR (EXCHANGE RULE 36)

You are advised that the Securities and Exchange Commission (“SEC”) has approved a permanent
amendment to New York Stock Exchange (“NYSE” or “Exchange”) Rules 36.20 and 36.22, which provide that
you may use only an Exchange authorized and provided portable phone on the Exchange Trading Floor, if
you comply with the following requirements:

• Execute a written acknowledgement authorizing the portable phone service provider to supply the
NYSE and New York Stock Exchange Regulation, Inc. (“NYSE Regulation”) with data and records
relating to incoming and outgoing calls;

• Limit your use of the portable phone for business-related purposes solely to communicate with your
booth on the Floor, your member organization's off-Floor office's wired telephone line, and the off-
Floor office of your clearing member organization to enter off-Floor orders and to discuss matters
related to the clearance and settlement of transactions;

• You, your off-Floor offices, and your member organization's off-Floor offices, will not be allowed to
use portable phones to transmit to the Floor orders for the purchase or sale of securities by public
customers or any other agency business;

• Your use of the portable phone pursuant to NYSE Rules 36.20 and 36.22 must comply with all
other rules, policies, and procedures of both the federal securities laws and the NYSE, including the
record retention requirements, as set forth in NYSE Rule 440 and SEC Rules 17a-3 and 17a-4.

• You and your member organization must implement procedures designed to deter your off-Floor
office, your member organization's off-Floor office, and the off-Floor office of your clearing member
organization calling your portable phone number from using caller ID block or other means to
conceal the phone number from which a call is being made;

• Call-forwarding and conference calling are prohibited by you, your off-Floor office personnel and the

off-Floor office of your clearing member organization, 1   and
• No other electronic communication devices may be used unless approved by the Exchange. 2 

Attached is an acknowledgement that must be executed before you will be permitted to use a portable phone.
This document must be signed and returned to Andrew White, Director, Market Surveillance, 20 Broad Street,
13 th Floor, New York, NY, 10005.

If you have any questions concerning the subject of this memo, please contact Patricia Bergholc, Director,
On Floor Surveillance Unit at (212) 656-4948 and Andrew White, Director, Market Surveillance, at (212)
656-4498.

___________________________

Richard Ketchum

Chief Executive Officer

Attachments

RCMM Addendum to Wireless Voice Service Agreement

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

946

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P08-40%2909013e2c855b3c96?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


• This is to acknowledge my understanding that, as a condition of my use of a portable phone pursuant
to NYSE Rules 36.20 and 36.22, which enable me to receive and send calls from an Exchange
authorized and provided portable phone to my off-Floor offices or those of my member organization's, I,
___________________ (insert full name of RCMM and badge number), employed by, or associated with
[ insert firm name] ____________________, hereby acknowledge that the New York Stock Exchange (the
“NYSE” or “Exchange”) and New York Stock Exchange Regulation, Inc. (“NYSE Regulation”) has the right to
request from my portable phone service provider any data and records relating to incoming and outgoing calls
that the NYSE and/or NYSE Regulation deems necessary.

• I also acknowledge that my use of a portable phone pursuant to NYSE Rules 36.20 and 36.22 must comply
with all rules, policies, and procedures of both the federal securities laws and the NYSE, including the record
retention requirements set forth in NYSE Rule 440 and SEC Rules 17a-3 and 17a-4.

• I agree not to use call-forwarding or conference calling when using my portable phone and agree that my
off-Floor office personnel will also not forward or conference call any incoming calls they receive from me.

• I may call to and receive calls only from my booth on the Floor, my or my member organization's off-Floor
offices and the off-Floor office of my clearing member organization. Caller ID block functionality or other
means to conceal the phone number from which a call is being made on the wired telephones in my or my
member organization's off-Floor offices or my clearing member organization's off-Floor offices will not be
engaged or used when calling my portable phone.

Please sign and return this document to Andrew White, Director, Market Surveillance, 20 Broad Street, 13 th

Floor, New York, NY, 10005 with a copy to Joseph Costantino, Telecommunications, NYSE, 11 Wall Street,
20 th Floor, New York, NY 10005.

Print Name: ________________________________

Signed: _________________________________

Dated: _______________________________________

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  All Exchange authorized and provided portable phones, which have been approved by the SEC, do not
have call-forwarding or conference calling capabilities and will continue to not have such capabilities.

2  Currently, only Exchange authorized and provided portable phones are approved.
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August 14, 2008

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: REDUCTION OF ORDER INFORMATION PROVIDED TO THE SPECIALIST ALGORITHM

I. Purpose

The purpose of this Information Memo is to advise members and member organizations that the New York
Stock Exchange LLC (“NYSE” or “Exchange”) will begin to reduce the information that is made available to
specialists with respect to orders as they enter Exchange systems.

II. Background

Specialist Algorithms may generate quoting and trading messages as prescribed by Exchange Rule 104(b)
(i). The Specialist Algorithm communicates with the NYSE Display Book® system via an Exchange-owned
external application program interface (the “API”). The Specialist Algorithm receives information via the API,
including information about orders entered on Exchange systems before that information is available to other
market participants. Specialist Algorithms are provided a copy of only one order at a time, and must process
and respond to each order prior to Exchange systems providing any subsequent order information. Exchange
systems enforce the proper sequencing of incoming orders and messages generated by the Specialist
Algorithm in response to this information. Once an algorithmic message is generated, it cannot be stopped,
changed or cancelled on its way to the Display Book system.

III. Reduction of Order Information Provided to the Specialist Algorithm

The evolution of the Exchange's market model will phase out the specialist's role and create a Designated
Market Maker (“DMM”). In order to gradually transition specialists into their new DMM role, the Exchange
has modified its systems to no longer provide current Specialist Algorithm with a copy of all orders prior to
display. Instead, Exchange systems will provide in certain securities, as explained further below, copies of the
following types of orders to the Specialist Algorithm: (i) market orders (ii) buy limit orders priced at the NYSE
bid price or sell limit orders priced at the NYSE offer price; (iii) limit orders priced in between the NYSE bid
price and the NYSE offer price; and (iv) limit orders that are priced at or through the opposite side quote (i.e.
below the bid in the case of an order to sell or at or above the offer in the case of an order to buy).

For example, if a security on the NYSE is quoted at $10.05 bid and $10.10 offer, Exchange system will
provide the Specialist Algorithm with copies of the following:

i. All market orders

ii. Buy orders priced at $10.05

iii. Sell orders priced at $10.10

iv. All buy and sell Limit orders priced at $10.06, $10.07, $10.08 and $10.09

v. Buy orders priced at $10.10 or greater; and

vi. Sell orders priced at $10.05 or lower.

The Exchange will commence the reduction of the order information provided to the Specialist Algorithm
in two securities. After a period of monitoring Exchange system operation, the Exchange will progressively
implement the reduction in additional securities. It is anticipated that this will result in a reduction of
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approximately 75% of orders provided to the Specialist Algorithm in those securities where the order
reduction is operational.

Specialist Algorithms will still be restricted to responding to one order at a time, and the sequencing of order
information and responses will continue to be enforced by Exchange systems. When the new market model is
fully implemented, subject to Securities and Exchange Commission approval, the Exchange anticipates that
DMMs will begin to trade on parity in the third quarter of 2008 and that the complete removal of order by order
information to the DMM will commence in the fourth quarter of 2008.

IV. Contacts

Questions regarding the operational procedures described in this Information Memo should be directed to:

Paul Bauccio, Vice President, Operations, at (212) 656-2929 Dennis Pallotta, Director, Operations, at (212)
656-5236.

Regulatory questions regarding this Member Education Bulletin should be addressed to:

Deanna Logan, NYSE Regulation, Inc.Office of General Counsel, at (212) 656-2389.

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
booth in the EBR. Questions that are not time sensitive may also be submitted to Ask Market Surveillance.
(For information about the Ask Market Surveillance System, refer to Member Education Bulletin 2006-3,
which was issued on January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

Richard Ketchum

Chief Executive Officer

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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August 14, 2008

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENT OF NYSE RULE 17 RELATED TO VENDOR LIABILITY

I. Purpose

The purpose of this Information Memo is to advise members and member organizations that the New York
Stock Exchange LLC (“NYSE” or “Exchange”) amended NYSE Rule 17 to address issues related to vendor
liability.

II. Background

Before this amendment, NYSE Rule 17(a) provided that the Exchange was not liable for any damages
sustained by a member, allied member or member organization growing out of the use or enjoyment by
such member, allied member or member organization of the facilities afforded by the Exchange, except as
provided in the rules. NYSE Rule 17 did not specifically address liability for any loss sustained by a member
or member organization arising from use of any systems, services or facilities provided by a vendor to the
Exchange. The Exchange has amended NYSE Rule 17(b) to address the issue of vendor liability.

III. Amended NYSE 17(b)

Due to the highly diversified nature of the Exchange business and trading operations, the Exchange retains
the services of various third-party vendors in its regular course of business to provide for the delivery of faster
and increasingly more innovative products for order entry and execution and the dissemination of market
information. The use of vendors enables exchanges to increase their capacity to deliver faster and more
efficient trading tools to market, with the ultimate beneficiaries being the investing public.

Third-party vendors often provide similar facilities or services directly to broker-dealers and other customers
under contracts that limit or indemnify the vendor's liability for use of its facilities or services. Where vendors
provide the facilities and services to an exchange and not directly to the actual users, i.e., the exchange
members, vendors may find themselves exposed to a greater risk of liability from exchange members. The
possibility of liability to end-users with whom they have no contractual relationship could result in vendors
being unwilling to enter into agreements to provide their services to exchanges.

Accordingly, the Exchange has amended NYSE Rule 17(b) to provide that vendors and/or its subcontractors
of electronic systems, services or facilities operating on the Exchange are not liable for any loss sustained
by a member or member organization arising from use of the vendor and/or subcontractor systems, services
or facilities. The amendment to NYSE Rule 17(b) further requires members and member organizations to
indemnify the Exchange and its vendors and/or subcontractors.

Provisions governing the Exchange Routing Broker have been re-lettered as subparagraph (c) and are
otherwise unchanged.

Questions concerning this memo may be directed to Michael Paulyson at 212-656-2721, James Buckley at
212-656-2534 and Jennifer Kim at 212-656-6438.

___________________________

Richard Ketchum

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

3

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P08-38%2909013e2c855b3c92?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


Chief Executive Officer
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August 8, 2008

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Section 31-Related Accumulated Funds-Temporary Voluntary Program

The New York Stock Exchange, LLC (“NYSE”) is implementing a temporary program under new
Supplementary Material .30 to Rule 440H (“Activity Assessment Fee”) to allow member firms to voluntarily
submit to the Exchange Section 31-related funds previously accumulated by member firms. In addition,
member firms may designate all or part of certain Rule 440H-related excess funds held by NYSE (as
described below) and allocated to such member firm to be used by the NYSE in accordance with the terms of
new Supplementary Material .30. This temporary program is effective for a six-month period beginning
on July 14, 2008 and will automatically sunset on January 13, 2009, and thereafter may not be utilized
by member firms.

Member firms that wish to remit to NYSE the Section 31-related funds that they have accumulated should
contact Patrick Boyle, NYSE Treasurer, at 212-656-5280 (pboyle@nyx.com) for information on remittance
procedures. With respect to the excess funds held by NYSE, unless notified to the contrary by a member firm
during the period of the temporary program, the NYSE will use such funds in accordance with Supplementary
Material .30 to Rule 440H, as described in NYSE's filing with the SEC pursuant to Rule 19b-4 under the
Securities Exchange Act of 1934 (“Exchange Act”) (SR-NYSE-2007-64). Any member firm that does not wish
the Exchange to use funds previously paid by the member firm for these purposes should contact Patrick
Boyle at the phone number or e-mail address noted above.

Background

On July 7, 2008, the SEC approved new Supplementary Material .30 to NYSE Rule 440H to allow member

firms to voluntarily submit to NYSE the Section 31-related funds previously accumulated by member firms. 1

   In addition, member firms may designate all or part of the “Exchange accumulated excess” (as described
below) held by NYSE and allocated to such member firm to be used by the NYSE in accordance with the
terms of Supplementary Material .30.

Pursuant to Section 31 of the Exchange Act and Rule 31 thereunder, national securities exchanges are
required to pay a transaction fee to the SEC designed to recover the costs related to the government's
supervision and regulation of the securities markets and securities professionals. To offset this obligation,
the Exchange assesses member firms an Activity Assessment Fee in accordance with NYSE Rule 440H.
Rule 440H requires member firms effecting “covered sales” (as defined in Section 31 of the Exchange Act) of
securities on the Exchange to pay Activity Assessment Fees based upon all of their covered sales.

The Exchange calculates such fees by multiplying the aggregate dollar amount of covered sales effected on
the Exchange during the appropriate period by the Section 31(b) fee rate in effect during that period. Clearing
members may in turn seek to charge a fee to their customers or correspondent firms. Any allocation of the
fee between the clearing member and its correspondent firm or customer is the responsibility of the clearing
member.

Reconciling the amounts billed by the Exchange and the amounts collected from the customers historically
had been difficult for member firms, causing surpluses to accumulate at some broker-dealer firms (referred
to herein as “accumulated funds”). These accumulated funds were not remitted to the NYSE by certain firms,
despite the fact that these charges may have been previously identified as “Section 31 Fees” or “SEC Fees”
by the firms.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
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In addition, prior to direct billing of members and member organizations of Activity Assessment Fees as of
June 1, 2005, the Exchange utilized “self-reporting” on Form 120-A of amounts payable under Rule 440H,
and the Exchange has accumulated amounts so paid in excess of amounts paid by the Exchange to the SEC
pursuant to Section 31 of the Exchange Act (“Exchange accumulated excess”).

The temporary program that NYSE is implementing under Supplementary Material .30 to Rule 440H is aimed
at enabling those fees that may have been collected for purposes of paying an “SEC Fee” or “Section 31 Fee”
to be used to pay such fees. Supplementary Material .30 to Rule 440H allows member firms, on a one-time-
only basis, voluntarily to remit historically accumulated funds to NYSE. These funds then would be used to
pay NYSE's current Section 31 obligation in conformity with prior representations made by member firms.

In addition, a member firm may designate all or part of the Exchange accumulated excess held by NYSE
and allocated to such member or member organization to be used by NYSE in accordance with the terms of
Supplementary Material .30.

To the extent the payment of these historically accumulated funds or Exchange accumulated excess is in
excess of the fees due the SEC from the NYSE under Section 31 of the Exchange Act, such surplus shall
be used by NYSE to offset NYSE regulatory costs. Specifically, NYSE will subject such surplus to the same
treatment utilized with respect to unused fine income that has accumulated beyond a level reasonably
necessary for future contingencies. That is, the Board of Directors of NYSE Regulation, Inc. will utilize such
surplus to fund one or more special projects of NYSE Regulation, Inc., to reduce fees charged by NYSE
Regulation, Inc. to its member organizations or the markets that it serves, or for a charitable purpose.

Member firms that choose to pass their Activity Assessment Fees through to their customers are reminded
that they must be particularly careful to avoid labeling their fees with any name (e.g., “SEC Fees” or “Section
31 Fee”) that suggests that such fees are imposed or mandated by the SEC, the NYSE, or some other
regulatory body. See Information Memo 05-36 (May 13, 2005), Information Memo 05-48 (July 19, 2005).

Questions regarding this Information Memo may be directed to:

Patrick Boyle (212) 656-5280 (pboyle@nyx.com), Treasurer

Michael Cavalier (212) 656-2474 (mcavalier@nyx.com)

Office of the General Counsel

___________________________

Richard Ketchum

Chief Executive Officer

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Securities Exchange Act Release No. 58108 (July 7, 2008) (SR-NYSE-2007-64).
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July 2, 2008

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENT OF EXCHANGE RULES 15 AND 123C - NEW IMBALANCE PUBLICATIONS AT
OPEN AND CLOSE

I. Purpose

The purpose of this Information Memo is to advise members and member organizations that the Securities
and Exchange Commission (“SEC” or “Commission”) has approved amendments to Exchange Rules 15 (Pre-
Opening Indications) and 123C (Market On The Close Policy And Expiration Procedures) to allow Exchange
systems to disseminate a data feed of real-time order imbalances that accumulate prior to the opening of
trading on the Exchange and prior to the close of trading on the Exchange. The text of the amendments is
attached as Exhibit A to this Memo.

II. Background

Currently, pursuant to Exchange Rule 15, the specialist publishes a pre-opening price indication whenever
the specialist, in arranging the opening transaction in a subject security, anticipates that the price of the
opening transaction will be at a price that is different from the previous day's closing price on the NYSE by
more than the “applicable price change.” The applicable price is generally based on the NYSE closing price.

Exchange Rule 15 provides five price groupings that establish the applicable price change parameters. 1  
A separate procedure is outlined in Rule 15 for determining pre-opening indications in American Depositary
Receipts (“ADRs”). The pre-opening indication is based on the change in parity between the anticipated
opening price of the ADR and the last sale price of the underlying security on the primary foreign market.

Rule 123C (Market on the Close Policy and Expiration Procedures) contains requirements with respect to
operation of the Exchange's market concerning market-onclose (“MOC”) and limit-on-close (“LOC”) orders as

well as order entry and imbalance publication requirements. 2 

III. Rule Amendments

The Exchange has amended Rules 15 and 123C to include Order Imbalance Information as supplemental
information that may be disseminated by Exchange systems prior to opening and closing transactions. The
Exchange plans to distribute the Order Imbalance Information in real-time at specified intervals (as shown
below) prior to the opening and close. The Order Imbalance Information will include the publication time,
imbalance side, imbalance quantity, paired quantity and symbol for each security.

Order Imbalances Disseminated Prior to the Open

Order Imbalances disseminated prior to the opening will be disseminated as follows:

• Every five minutes between 8:30 am Eastern Time (“ET”) and 9:00 am EST.

• Every minute between 9:00 am ET and 9:20 am ET.

• Every 15 seconds between 9:20 am ET and the opening (or 9:35 am ET if the opening is delayed).

The Order Imbalance Information disseminated prior to the opening transaction will include all interest eligible
for execution in the opening transaction of the security in Exchange systems. The previous trading day's

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

7

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P08-36%2909013e2c855b3c8e?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


closing price on the NYSE in the security will serve as the reference price for the Order Imbalance Information
disseminated prior to the opening transaction. This Order Imbalance Information will indicate to market
participants the number of shares that would be required to equalize buy and sell interest (i.e. flat) at the
reference price.

Order Imbalances Prior to the Close

Order Imbalances disseminated prior to the close will be disseminated as follows:

• Every fifteen seconds between 3:40 pm ET and 3:50 pm ET.

• Every five seconds between 3:50 pm ET and 4:00 pm ET.

On any day that the scheduled close of trading on the NYSE is earlier than 4:00p.m.ET, the dissemination of
Order Imbalance Information prior to the closing transaction will commence 20 minutes before the scheduled
closing time. Order Imbalance Information will be disseminated every fifteen seconds for approximately
10 minutes. Thereafter, the Order Imbalance Information will be disseminated ever five seconds until the
scheduled closing time.

Please note that the data feed containing the Order Imbalance Information is in addition to the Publication
of MOC Imbalances pursuant to Rule 123C (5) that is disseminated by the specialist in his or her assigned
security at 3:40 p.m. and 3:50 p.m. The Order Imbalance Information will be published through OpenBook,
whereas the mandatory publications published by the specialist pursuant to NYSE Rule 123C are included in
both the Order Imbalance Information data feed and on the Consolidated Tape. Only mandatory indications
published pursuant to 123C control whether a party may enter offsetting interest.

IV. Staff Contacts

Questions concerning this memorandum may be addressed to:

Ronald Jordan, Market Data, at (212) 656-3830

Michael Paulyson, Implementation Planning/Training, at (212) 656-2721; or Deanna Logan, Office of
General Counsel, at (212) 656-6438

___________________________

John F. Malitzis

Executive Vice President

Market Surveillance

Attachments

EXHIBIT A

Deletions in [brackets]

Additions underscored

Rule 15. Pre-Opening Indications

*****

(c) Exchange may also make available, from time to time, as the Exchange shall determine, Order Imbalance
Information prior to the opening of a security on the Exchange.

(1) Order Imbalance Information disseminated by Exchange systems prior to the opening transaction is
the data feed disseminated by Exchange systems of real-time order imbalances that accumulate prior
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to the opening transaction on the Exchange. Such Order Imbalance Information includes all interest
eligible for execution in the opening transaction of the security in Exchange systems.

(2) Order Imbalance Information will use the previous trading day's closing price in the security on the
Exchange as the reference price to indicate the number of shares required to open the security with an
equal number of shares on the buy side and the sell side of the market.

(3) Order Imbalance Information disseminated prior to the opening of the security will be disseminated
as follows:

(i) Approximately every five minutes between 8:30 am Eastern Time (“ET”) and 9:00 am ET.

(ii) Approximately every minute between 9:00 am ET and 9:20 am ET.

(iii) Approximately every 15 seconds between 9:20 am ET and the opening (or 9:35 am ET if the
opening is delayed).

*****

Market on the Close Policy and Expiration Procedures

Rule 123C

*****

(5) Publication of MOC Imbalances

*****

(6) Publication of Order Imbalance Information

(a) Exchange systems may also make available, from time to time, as the Exchange shall determine,
Order Imbalance Information prior to the closing of a security on the Exchange.

(b) Order Imbalance Information disseminated prior to the closing transaction is the data feed
disseminated by the Exchange of real-time order imbalances that accumulate prior to the closing
transaction on the Exchange which includes the same information used in the Publication of MOC
Imbalances pursuant to subparagraph (5) of this Rule.

(c) Such Order Imbalance Information will use the last sale in the security on the Exchange prior to the
dissemination of the Order Imbalance Information as a reference price to indicate the number of shares
that would be needed in the security to close with an equal number of shares on the buy side and the
sell side of the market.

(d) Order Imbalance Information disseminated prior to the close by Exchange systems will be
disseminated as follows:

(1) Approximately every fifteen seconds between 3:40 pm Eastern Time (“ET”) and 3:50 pm ET.

(2) Approximately every five seconds between 3:50 pm ET and 4:00 pm ET

(e) On any day that the scheduled close of trading on the NYSE is earlier than 4:00p.m. ET., the
dissemination of Order Imbalance Information prior to the closing transaction will commence 20
minutes before scheduled closing time. Order Imbalance Information will be disseminated every
fifteen seconds for approximately 10 minutes. Thereafter, the Order Imbalance Information will be
disseminated approximately every five seconds until the scheduled closing time.

(f) Publication of MOC Imbalances pursuant to subparagraph (5) of this Rule above shall be the sole
indication that governs the entry of offsetting interest.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Rule 15 (a) and (b) for details as to the applicable price change parameters.
2  See Rule 123C for a detailed description of these requirements.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

10

http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 08-35

Click to open document in a browser

July 2, 2008

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: New Rule 80B Circuit Breaker Levels For Third Quarter 2008

EFFECTIVE July 1, 2008 through September 30, 2008

Rule 80B trading halts will be triggered when the Dow Jones Industrial Average (“DJIA”) declines below its
closing value on the previous trading day by:

1,200 points (Level 1)

2,400 points (Level 2)

3,600 points (Level 3)

Rule 80B

Whenever a Rule 80B circuit breaker is in effect, trading in all stocks on the Exchange will halt for the time
periods specified below.

Level 1 Halt

• anytime before 2:00 p.m. - one hour;

• 2:00 p.m. to 2:30 p.m. - 30 minutes;

• at or after 2:30 p.m. - trading shall continue, unless there is a Level 2 Halt.

Level 2 Halt

• anytime before 1:00 p.m. - two hours;

• 1:00 p.m. to 2:00 p.m. - one hour;

• at or after 2:00 p.m. - trading shall halt and not resume for the remainder of the day.

Level 3 Halt

• at any time - trading shall halt and not resume for the remainder of the day.

A complete discussion of the calculation of trigger values for Rule 80B was published in Information Memo
No. 98-15, dated April 13, 1998.

Questions concerning this Information Memo should be directed to Patricia Bergholc, Market Surveillance, at
(212) 656-4948, or Jason Harman, Office of the General Counsel, at (212) 656-2661.

___________________________

Richard Ketchum

Chief Executive Officer

Copyright 2019, NYSE Group, Inc. All rights reserved.
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June 30, 2008

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: MORATORIUM ON QUALIFICATION AND REGISTRATION OF NEW COMPETITIVE TRADERS
(“CTs”) AND REGISTERED COMPETITIVE MARKET MAKERS (“RCMMs”)

The New York Stock Exchange has extended the moratorium on the qualification and registration of new CTs
and RCMMs for an additional three months, until on or about September 30, 2008. The extension will allow
the Exchange additional time to finalize its determination as to the roles of CTs and RCMMs in the NYSE
marketplace

Further, please be aware that the modification to the moratorium that was effective on February 24, 2006
to allow RCMM firms to replace an existing RCMM, who relinquishes his or her registration and ceases to
conduct business as an RCMM with a newly qualified and registered RCMM, remains unchanged by this

current extension. 1 

Questions concerning this memorandum may be addressed to:

Andrew White, Director, Market Surveillance, at 212-656-4498.

Jennifer D. Kim, Office of the General Counsel, at 212-656-6438.

___________________________

Vivian Maese

Senior Vice President

Office of General Counsel

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release No. 53549 (March 24, 2006), 71 FR 16388 (March 31, 2006) (SR-
NYSE-2006-11).
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June 30, 2008

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENT TO RULE 104.10 REGARDING SPECIALIST STABILIZING TRANSACTIONS
AND EXTENSION OF CONDITIONAL TRANSACTIONS PILOT IN ALL SECURITIES

The purpose of this Information Memo is to advise members and member organizations that the NYSE has
submitted to the Securities and Exchange Commission (the “Commission”), for immediate effectiveness,
a filing to extend the operation of the pilot regarding specialist stabilization requirements applicable to
Conditional Transactions under Rule 104.10(6) in all securities. The Stabilization Pilot program will now
extend to September 30, 2008.

On October 26, 2007, the Commission approved the ability of NYSE specialists to effect Conditional
Transactions pursuant to Exchange Rule 104.10(6) in all securities traded on the NYSE to operate as a
pilot, initially through March 31, 2008. Conditional transactions are specialists' transactions that establish or
increase a position and reach across the market to trade as the contra-side to the Exchange published bid
or offer. Under this current Conditional Transaction Pilot, NYSE specialists are allowed to effect Conditional
Transactions in all securities traded on the NYSE.

As a result of the Stabilization Pilot extension, the provisions with respect to Conditional Transactions will
continue through September 30th. Members and member organizations should refer to Information Memo
07-105 for details regarding the Stabilization Pilot Program.

Questions concerning this memo may be directed to Clare Saperstein at 212-656-2355, Patricia Bergholc at
212-656-4948 or John Saxton at 212-656-2324.

___________________________

John F. Malitzis

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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June 30, 2008

   ATTENTION: CHIEF EXECUTIVE OFFICER AND MANAGING PARTNER, CHIEF FINANCIAL OFFICER,
CHIEF OPERATIONS OFFICER, AND CHIEF COMPLIANCE OFFICER

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: MORATORIUM ON THE USE AND ADMINISTRATION OF THE SPECIALIST PERFORMANCE
EVALUATION QUESTIONNAIRE (“SPEQ”), ORDER REPORTS/ADMINISTRATIVE RESPONSES AND
SUPERDOT TURNAROUND PURSUANT TO EXCHANGE RULES 103A and 103B.

Please be advised that the New York Stock Exchange (the “Exchange”) has extended the moratorium on

the administration of the Specialist Performance Evaluation Questionnaire (“SPEQ”) (“Moratorium”) 1   to
September 30, 2008. During the extension of the Moratorium, the Exchange will continue to suspend the
use of Order Reports/Administrative Responses and SuperDot® turnaround as objective measures in the
assessment of specialist performance. The SPEQ and Order Reports/Administrative Responses will continue
to be removed from the criteria for specialist improvement actions pursuant to Exchange Rules 103A and
103B during the extension of the Moratorium.

Questions concerning this memorandum may be addressed to:

Jennifer D. Kim, Counsel, Office of the General Counsel at 212-656-6438 Ellen Duttweiler, Director,
Committee Support at 212-656-2231

___________________________

Vivian Maese

Senior Vice President

Office of General Counsel

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release No. 55852 (June 4, 2007), 72 FR 31868 (June 8, 2007)
(NYSE-2007-47).
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June 25, 2008

   ATTENTION: HEADS OF EQUITY TRADING DESKS AND CHIEF COMPLIANCE OFFICERS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: REPORT CARD COMPLIANCE WITH NYSE RULE 123(e) and (f)

I. Purpose

On June 25, 2008, the Division of Market Surveillance of NYSE Regulation, Inc. (“MKS”), will be implementing
a systematic release of Report Cards relating to NYSE Rule 123(e) and (f) (the “Rule”), and in conjunction
with NYSE Rule 130(c) and (c)(ii). The Report Cards will be available on a monthly basis and will consist of
a report of potential violations related to order entries and reports of execution. The Report Cards are being

made available to member organizations 1   to be used as a compliance tool to supplement the Firm's overall
compliance program.

II. Background

NYSE Rule 123(e) and (f) requires that Floor members submit order information in the Front End System
Capture (“FESC”) database before the orders are represented on the Floor, and also requires that all reports
of execution related to such orders be reported through FESC. Additionally, the Rule requires that specific
data elements be recorded when an order is entered, and the related execution is reported. Further, NYSE
Rule 130(c) and (c)(ii) requires that transactions executed on the Exchange must be compared or closed out
by the day following the execution, and that each party to the transaction must submit trade data to “such
facility that the Exchange may develop and implement to facilitate comparison of transactions effected on the
Exchange.”

In March 2005, NYSE Regulation, Inc. issued Information Memo 05-13, which specified the programming
requirements for all proprietary or vendor-provided order management systems. This issuance detailed
the information related to the entry of orders and reports of execution into the FESC database to ensure
compliance as required by the Rule. In addition, Information Memo 06-67 was issued as a reminder to
Information Memo 05-13, which members should rereview carefully.

The report Cards will contain five categories:

1) Reports of execution were submitted without corresponding order details.

2) Reports of execution were submitted prior to the entry of the order details.

3) The aggregate reports of execution relating to an order exceeded the size of that order.

4) Missing or invalid account types were submitted on the Reports of Execution.

Please note that orders that are entered via SuperDOT and then routed to the Broker-Booth Support
System (“BBSS”) for execution by a broker will retain the account-type information entered into
SuperDOT. As a result, if the account-type field is empty in SuperDOT, it will remain empty in BBSS
and FESC. Consequently, the failure to enter account type information during order entry can lead to
violations of Rule 123(f) since it will result in the submission of an execution report without the required
account type information.

5) Missing or Invalid order details were submitted to FESC.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

16

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P08-31%2909013e2c855b3c84?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


Member organizations are reminded that they must ensure that all members and staff responsible for the
entry of orders and their respective executions, are adequately notified of the requirements related to NYSE
Rule 123 (e) and (f) through a system of policy and procedures, in addition to implementing supervisory
controls to ensure that these requirements are adhered to.

III. Process Description

The report cards will be made available from the NYSE's Electronic Filing Platform (“EFP”) Portal Authorized
Applications Panel, under the name FESC ReportCards, which can be accessed via the following link https://
efp.nyse.com/efp/efp_login.html. A username and password will be required to access the system and each
Firm's authorized user will be required to authenticate their login. Usernames and passwords can be obtained
from the SIAC service desk.

Upon entering the FESC ReportCards portal, member organizations can access their report cards by
selecting the specific month of interest from the drop down menu. The report card will contain a summary
of the potential violations under each category as noted above and detailed samples of each category as
follows:

Quality Performance for March 2008: This refers to the percentage of the aggregate orders or executions
against each category that were potentially violative (the non-compliance ratio). NYSE Rule 123(e) and (f)
- Summary report: This summarizes the number of potential violations under each category for the specific
month identified.

Missing Order Detail, Execution Prior to Order and Execution Exceeds order - Sample Report: This report

provides detailed samples 2   of potential violations related to categories 1, 2 and 3.

Missing or Invalid Account Type - Sample Report: This report provides a detailed sample of potential
violations under category 4.

Missing or Invalid Order Details - Sample Report: This report provides a detailed sample of potential
violations under category 5. The missing or invalid field will be identified with an asterisk.

All reports are available in the Comma Separated Value (“CSV”) format but can be converted to Excel by
opening and saving the file as an Excel document. Reports will be made available on the 15 th day of each
month (or the next business day thereafter, if the 15th falls on a weekend or holiday), for the preceding
month. In addition, each report will be maintained as a historical record for a period of three years, with the
earliest report available for the month of May 2008.

To reiterate, the Report Cards are being provided to member organizations as a compliance tool to
supplement the member organization's overall compliance program. Under NYSE Rule 342, member
organizations are required to maintain appropriate supervisory controls over its business activities. To that
end, member organizations are expected to use the information in the Report Cards to assist in evaluating its
compliance with NYSE Rules 123(e) and (f), and where applicable, to timely address issues identified in its
Report Cards.

IV. Staff Contacts

Questions regarding this memo may be directed to:

Michael Matejczyk, Director, Market Surveillance, at (212) 656-4854

Michael Bernardo, Director, Market Surveillance, at (212) 656-4735.

Technology related questions may be directed to SIAC service desk at (212) 383-2062.

Questions that are not time sensitive may also be submitted to Ask Market Surveillance. (For information
about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3, which was issued on
January 30, 2006, if you or your firm is not already a subscriber.)
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___________________________

John F. Malitzis

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  The first release of the Report Cards will be made available to the clearing members only. The second
release will be available to all member organizations. In the interim, clearing members may provide
relevant Report Card information to their respective members.

2  The detailed samples provide a specific number of violations flagged under a particular category and
does not represent an aggregate report of all the potential violations that may have been flagged for the
member organization. To determine the number of potential violations under a specific category, refer to
the Quality Performance section of the report card.
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June 20, 2008

   ATTENTION: CHIEF EXECUTIVE OFFICER, CHIEF OPERATIONS OFFICER, LEGAL AND
COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: RUSSELL REBALANCING - JUNE 27, 2008

IMPORTANT - READ IN ENTIRETY AND SHOW THIS TO YOUR COMPLIANCE OFFICER

I. Purpose of this Information Memo

Following the close of trading on June 27, 2008, the Russell Investment Group will reconstitute certain of
its indices, including the Russell 3000 ® Index and the Russell Microcap ® Index. This reconstitution may
significantly affect the volume of trading on the NYSE, particularly leading into the close on June 27.

The NYSE is issuing this Information Memorandum to remind members and member organizations of:

▪ Certain NYSE rules and policies regarding entry and cancellation of market-onclose/limit-on-close
(“MOC/LOC”) and other order types;

▪ Procedures for publishing MOC/LOC imbalances; and

▪ Procedures for printing the closing transaction.

In the interest of preparedness, this memorandum also provides guidance on possible system interruption
scenarios and the operation of certain NYSE rules and policies in the event that such a scenario occurs.

II. Background

Reconstitution of certain Russell Indexes will take effect after the close of U.S. equity markets on June 27,
2008. On June 13, the Russell Investment Group published a preliminary list of additions and deletions to the
Russell 3000 and Microcap Indices. The NYSE expects that during the trading day on June 27, and especially
at and near the Close, significant trading volume associated with portfolio rebalancing will be initiated based
upon those lists. Based on the preliminary list, 155 NYSE-listed stocks will be added to or deleted from the
indices, though more stocks could be impacted by the reconstitution.

III. NYSE Rules and Policies Relating to the Close

A. Market-On-Close/Limit-On-Close Order Entry and Cancellation

Members and member organizations are reminded that the provisions of Rule 123C will apply to the close on
June 27, subject to the temporary modifications outlined in this memorandum. In addition, although certain
categories of imbalance publications, such as informational imbalances, require Floor Official approval, due to
the number of imbalance publications expected and sensitivity surrounding the Close on June 27, specialists
are encouraged to consult with and receive Senior Floor Official or higher approval. Please note that, while
the NYSE expects its systems to operate normally on June 27, in the unlikely event of a systems interruption
leading into or at the Close, the MOC Policy set out in Rule 123C would operate as if the NYSE had declared
a regulatory halt in one or more securities (discussed in detail in Section IV below).

In connection with the entry of MOC/LOC orders generally, members should pay particular attention to the
following:
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▪ A “published imbalance” is an MOC/LOC imbalance that has been disseminated to the Tape.
An imbalance that is announced verbally or physically posted at the panel (e.g. white board) is not
considered to be a published imbalance.

▪ Brokers and traders are reminded that, while they should enter orders as early in the day as possible,
all MOC/LOC orders (unless to offset an imbalance) must be entered with the specialist by 3:40 p.m.
Entering MOC/LOC orders early provides specialists with the opportunity to more quickly identify
potential order imbalances that might exist at the Close and to disseminate that information. This, in
turn, enables brokers and traders to more effectively identify potential offsetting customer interest that
could mitigate any imbalance. MOC/LOC orders entered prior to 3:40 p.m. may be canceled prior to
that time for any reason.

▪ Between 3:40 p.m. and 3:50 p.m., MOC/LOC orders may be entered only to offset any published
imbalances. During this time period, MOC/LOC orders may be canceled or reduced in size only to
correct a legitimate order entry error. Please note that Market Surveillance will continue to closely
monitor the cancellation of MOC/LOC orders pursuant to NYSE Rules.

▪ After 3:50 p.m., MOC/LOC orders may be entered only to offset any published imbalances. After 3:50

p.m., MOC/LOC orders may not be cancelled or reduced in size for any reason. 1 

B. Market-On-Close/Limit-On-Close Imbalance Publication 2 

Rule 123C provides for the publication of order imbalances as described below. In addition, members may
refer to the attached quick-reference page for a summary of the times and requirements for imbalance
publications. As described in Section IV, in the event of a system interruption, the times and requirements
listed here and on the quick-reference attachment may change.

Specialists are reminded that erroneous imbalance publications must be corrected as soon as practicable.

1. Informational MOC/LOC imbalance publications between 3:00 p.m. and 3:40 p.m.

Between 3:00 p.m. and 3:40 p.m., specialists are permitted to publish informational MOC/LOC imbalances
of any size if they believe that there could be significant price dislocation at the Close. These publications
are informational only and do not limit MOC/LOC order entry or cancellation before 3:40 p.m. Specialists

who wish to publish informational imbalances must obtain Floor Official approval 3   (or more senior) prior to
publication. As volume may be greater than normal on June 27, 2008, specialists should publish informational
MOC/LOC imbalances as early as possible.

2. Required MOC/LOC imbalance publications at 3:40 p.m. and 3:50 p.m.

As soon as practicable after 3:40 p.m., the specialist must publish any MOC/LOC imbalance of 50,000 shares
or more. In addition, the specialist must update any informational imbalance published prior to 3:40 p.m.,
indicating either the current imbalance or “no imbalance”.

Similarly, as soon as practicable after 3:50 p.m., specialists must update any MOC/LOC imbalances
published at 3:40 p.m. - imbalances of 50,000 shares or more, or other significant imbalances, must be
published; if there is no such imbalance, the specialist must publish a “no imbalance” indication. Where
there was no publication for a stock at 3:40 p.m., but an MOC/LOC imbalance occurred after 3:40 p.m., the
specialist should publish the imbalance at 3:50 p.m. with prior Floor Official (or more senior) approval.

3. Recommended MOC/LOC imbalance publications at 3:40 p.m. and 3:50 p.m.

Notwithstanding the required imbalance publications (as described above), specialists are permitted to
publish MOC/LOC imbalances of any size, including amounts less than 50,000 shares, if the imbalance could
cause significant price dislocation at the close (e.g. an imbalance that is large in comparison to the average
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daily volume or regular trading patterns for the stock). Specialists who wish to publish such imbalances must
obtain Floor Official (or more senior) approval prior to publication.

4. MOC/LOC imbalances greater that 100 million shares

As a result of the Russell Rebalancing, there is a possibility that certain high-volume stocks could have MOC/
LOC order imbalances of greater than 100 million shares. Due to systemic limitations of the Display Book ®,
imbalances of greater than 100 million shares will be calculated by NYSE systems, but will not automatically

populate in the MOC/LOC imbalance or closing templates in the Display Book. 4   If that happens, specialists
should immediately alert a Floor Supervisor for assistance in determining the MOC/LOC imbalance amount.
The Floor Supervisor will work with the specialist and Operations to determine the size of the MOC imbalance
and the size of marketable LOCs.

C. Printing the Closing Transaction

1. Rules 116.40 and 123C(3)

Specialists are reminded that the closing transaction must be printed consistent with Rules 116.40 and

123C(3). 5 

Specialists are advised that they must accurately reflect both the closing price and closing volume when
printing the closing transaction. On June 27, when dividing the closing volume among the prints necessary
to effectuate the Close, NYSE Regulation will take into account the anticipated heavy volume at the Close in
certain securities if it is later determined that the division of the volume among the prints is incorrect.

Due to possible system latency, marketable orders entered into Exchange systems before 4:00 p.m. might
not be received at the post until after 4:00 p.m. These orders should be incorporated into the closing process,
just as non-MOC/LOC interest that is known at the post is factored into the imbalance and/or paired-amount
prints after 4:00 p.m.

2. Verbal Interest and e-Quotes at the Close

All interest, including verbal, e-Quoted and Display Book interest, should be taken into account by the
specialist when formulating the Close. Interest priced better than the Close must be executed on the Close as
that interest is considered marketable. Interest limited to the closing price will be executed depending on the
availability of contra side interest.

Depending on whether it is marketable or not, verbal interest may be handled differently than e-Quoted
interest at the Close. Marketable verbal interest is included with all market and MOC interest at the Close,
while limited verbal interest and e-Quotes are on parity with limit orders. Specialists are reminded that verbal
interest from a Floor broker should be handled one of two ways: limited verbal interest should be entered
into the system as a manual e-Quote and specialists may require a written order from the broker; marketable
verbal interest should be entered into the Closing template.

The specialist as dealer can be on parity with Floor broker verbal interest only if the specialist announces his
intent to be on parity and no broker in the Crowd objects. For e-Quotes and CAP orders, the specialist as
dealer is on parity with the broker but cannot trade until all at-price orders on the Book are filled.

3. Orders to offset MOC/LOC imbalances at the Close to mitigate price disparity

Rule 902 (Off Hours Trading Orders) provides for entry of orders after the Close. Rule 902(a)(ii)(B) permits
specialists to include in the calculation of the Close legitimate market interest that is willing to participate
in the Close but did not enter an order into an Exchange system before the close of the regular trading
session at 4:00 p.m. Pursuant to the Rule, where the Close has not yet been printed and a member, member
organization or customer communicated an order at the post that would significantly reduce the imbalance but
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the order was not entered prior to the scheduled 4:00 p.m. Close, the specialist may request that the order
be executed in Crossing Session I. If the member, member organization or customer agrees, the specialist
may include this interest in offsetting an imbalance when setting the closing price and increase specialist
participation in the closing print to the extent of the new contra interest.

The specialist's use of this offsetting interest to minimize significant price dislocation on the Close will result in
a coupled order between the specialist and member, member organization or customer. The specialist must
obtain Floor Official approval if such a coupled order is to be executed immediately in Crossing Session I
(rather than at 5:00 p.m.). In this way the specialist will liquidate or cover the related dealer position, and the
member, member organization or customer will acquire the position.

Rule 902 may not be relied on for the entry of an order after the Close when there is no MOC/LOC imbalance
or when the imbalance would not result in volatility and/or price dislocation. In addition, it cannot be used if
the Close has already been printed.

IV. Contingencies in the Event of a System Interruption

A. Contingency Scenarios

NYSE Operations has notified all members and member organizations as to how to proceed in the event of
a systems outage on June 27, 2008. There are five contingency scenarios, each of which is described below
for convenience. Members and member organizations should refer to the Market Operations memorandum

published June 16, 2008, for further details. 6   In addition, members and member organizations are advised
that in Contingency Scenarios 2 and 3, the MOC Policy (Rule 123C) will operate as if a regulatory halt were in
place.

1. Contingency Scenario I

In the event of a NYSE system interruption that occurs intraday whereby normal trading is resumed prior to
3:40 p.m., the regular MOC Policy will be adhered to. There will be the normal 4:00 p.m. market close.

2. Contingency Scenario 2

In the event of a NYSE system interruption that occurs intraday whereby normal trading is resumed between
3:40 p.m. and 3:49 p.m., the MOC Policy will operate as if there is a regulatory halt during this time period.
Accordingly, there should be an imbalance publication as soon as practicable after 3:40 p.m. and also at 3:50
p.m. MOC and LOC orders may be entered or cancelled for any reason until 3:49:59 p.m. Beginning at 3:50
p.m., cancellations or reductions in size of MOC/LOC orders will not be permitted for any reason. There will
be the normal 4:00 p.m. market close.

3. Contingency Scenario 3

In the event of a NYSE system interruption that occurs intraday whereby normal trading is resumed between
3:50 and 4:00 p.m., the normal 3:40 p.m. imbalance publication will be bypassed and there will be a single
publication before 4:00 p.m., if practicable. Order delivery will cease at 4:00 p.m., but the closing of stocks
may extend later than that. MOC/LOC orders may be entered to offset any published imbalance and such
orders may not be cancelled or reduced in size for any reason. However, due to systems limitations at some
member firms, those firms may not be able to enter orders, cancel orders or reduce them in size after 3:50
p.m.

4. Contingency Scenario 4

In the event of a NYSE system interruption that occurs intraday whereby service is restored after 4:00 p.m.,
there will be no imbalance publications at 3:40 or 3:50 p.m. The NYSE will notify market participants of the
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new close time and will price the close at or around that time. The normal start of Crossing Session I will be
delayed and a new start time will be communicated to market participants.

5. Contingency Scenario 5

In the unlikely event of a NYSE system interruption that occurs intraday whereby service will not be restored
for a closing print on the NYSE, the NYSE closing price on June 27 will be the last regular way trade.

B. Contingency Preparedness

Members are reminded that they should have Floor stationery supplies on hand in the event they are unable
to enter or cancel orders through the system.

Should a system interruption affect electronic time-stamping functionality, members and member
organizations may manually write down required time information. If the Broker Booth Support System
(BBSS) is functioning, but the broker handheld is not, Floor brokers must carry the BBSS time onto their
paper orders. Under all other circumstances, the time of order entry must by recorded by hand in the Booth,
by the Floor broker and at the post. Best efforts must be used to synchronize clocks to a recognized standard
time (see Rule 132A).

V. Adequacy of Operations and Supervisory Staff

All members and member organizations, including specialists, should ensure that both operational and
supervisory staffing on and around June 27 will be sufficient to monitor and process all orders, regardless of
the form in which they are received, as well as to handle the increased workload anticipated as a result of the
Russell rebalancing. All members and member organizations should also review their systems to ensure that
they have adequate capacity to handle the expected increase in volume. For example, specialist firms should
review their algorithms/API to ensure that they meet their obligations to maintain a fair and orderly market.
Specialists are reminded to seek the advice of a Floor Official regarding any unusual situations as quickly as
possible.

VI. Supervision

A. Review of Policies and Procedures

In view of increased automated order delivery, e-Quoting and automatic execution, NYSE Regulation is
advising members and member organizations to carefully review their procedures as well as their supervisory
systems for handling orders in connection with the Russell rebalancing on June 27. NYSE Regulation expects
members and member organizations to review their practices for handling orders at or near the Close,
particularly with respect to any orders where there is an on-close or other price guarantee for those securities
that are part of the rebalancing. Reviews should include both orders that are handled manually as well as
those orders that are handled systemically, such as orders that are handled by a computer algorithm. In
addition, members and member organizations should take all necessary steps to ensure that the relevant
trading and back-office staffs are familiar with firm procedures for handling orders at or near the Close.

In addition, members and member organizations are reminded of their obligation to have adequate systems
and controls relating to the use of firm systems by correspondents or others, including usage of the NYSE
odd-lot system. Please consult Information Memos 02-48 (November 7, 2002) and 07-60 (June 29, 2007)
(both attached) for more information.

B. Adequacy of Compliance Program

Members and member organizations are also reminded to ensure that they have a robust compliance
program that includes adequate supervisory policies and procedures to monitor for compliance with Rule
123C and the guidance contained in this Information Memo. Those policies and procedures must be
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adequate to ensure that all procedures related to MOC and LOC orders are appropriately followed, and to
detect and deter any actions that may violate NYSE or SEC rules.

C. Due Diligence Requirements

Consistent with the requirements of Rule 405, before any at-the-close order is transmitted to the Floor the
member or member organization accepting the order must exercise due diligence to learn the essential
facts relative to the order, including the purpose and propriety of the at-the-close instruction. In addition, an
imbalance of orders at or near the Close, caused in part by the entry of such orders, could lead to trading
being halted in the security and such orders not receiving an execution.

D. Supervision to Prevent Improperly Affecting the Close

Members and member organizations must also ensure that their activity does not have the effect of artificially
impacting the closing price. As such, members, member organizations and compliance staff should be
mindful of the guidance issued in Information Memo 05-52 (August 1, 2005) (attached) regarding VWAP
trading at or near the Close, which addresses the responsibility for ensuring that trading strategies engaged
in to facilitate or hedge VWAP orders have an economic basis and do not have the effect of marking the close
or marking the value of a position.

Firms should review procedures utilized in connection with orders to be executed at or near the close with
their traders and other order-entry personnel. Firms should also review systemic order-entry functions (e.g.,
algorithms or “smart servers”) for compliance with the provisions of this Information Memorandum. Firms
should also review the provisions of Information Memo 95-28 (July 10, 1995)(attached), which discusses
trading near the Close and activity that would constitute violations of Exchange Rules as well as federal
securities laws.

In that connection, members and member organizations are reminded that, where a firm has committed to
purchase from (sell to) a customer an order at a price that is derived from the closing price (e.g., VWAP and
MOC orders) while also reserving a significant position of its hedging or covering transaction to be executed
at or near the Close, they must operate with substantial care. If the transaction is completed in a manner
that does not effectively place the firm at market risk or if the transaction does not provide an opportunity
for possible contra side interest to develop and/or react to the activity, it would raise manipulative concerns
and would operate as conduct inconsistent with just and equitable principles of trade. Members and member
organizations should consult Information Memo 05-52 for further guidance.

E. Compliance with Federal Securities Laws and Rules

In addition to complying with NYSE rules and policies, members and member organizations should review
other applicable federal securities laws and regulations, including Section 9(a)(2) of the Securities Exchange
Act and Rules 10a-1, 10b-5, as well as the margin and capital rules. Firms must ensure that they have
adequate policies and procedures to detect, deter and prevent such potentially violative conduct.

VII. Staff Contacts

In order to facilitate proper communication with respect to this reconstitution, the NYSE has asked that all
Members & Member Organizations submit the name and contact information of a designated compliance
person so that any issues related to the reconstitution may be addressed in an efficient and timely manner on
June 27, 2008. This contact information should be submitted via email to ofsu@nyx.com.

Regulatory questions concerning this memorandum may be addressed to the following:

Patricia Bergholc, Director, On Floor Surveillance, at (212) 656-4948 Gordon Brown, Manager, On
Floor Surveillance, at (212) 656-5321 Michael Fryer, Director, Member Trading, at (212) 656-4656
Michael Bernardo, Director, Member Trading, at (212) 656-4735 Michael Matejczyk, Director, Member
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Trading, at (212) 656-4854 John Saxton, Director, Member Trading, at (212) 656-2324 or Carol Krusik,
Director, Member Education, at (212) 656-4597.

Operations questions concerning this memorandum may be addressed to the following:

Paul Bauccio, Vice President, Operations, at (212) 656-2929 Dennis Pallotta, Director, Operations, at
(212) 656-5236.

Questions may also be directed to OFSU via the White Phone or in person at their booth off the main Floor.
Questions that are not time sensitive may also be submitted to Ask Market Surveillance. (For information
about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3 (January 30, 2006)
(attached), if you or your firm is not already a subscriber.)

___________________________

John F. Malitzis

Executive Vice President

Market Surveillance

Attachments

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  In the event of a regulatory halt, MOC/LOC orders may be entered or canceled up to 3:50 p.m. or until
the stock reopens, whichever occurs first. See Rule 123C(1) and (2).

2  The NYSE Order Imbalance Information product, a data feed of real-time order imbalances that
accumulate prior to the opening of trading on the Exchange and prior to the close of trading on the
Exchange, will not be available until after the Russell rebalancing occurs on June 27, 2008. See
Securities Exchange Act Release No. 57861 (May 23, 2008), 73 FR 31905 (June 4, 2008)(SR-
NYSE-2008-42). See also Securities Exchange Act Release No. 57862 (May 23, 2008), 73 FR 31174
(May 30, 2008)(SR-NYSE-2008-41).

3  Floor Official approvals to publish informational imbalances should be recorded on the Floor Official
Approval form under Item 12 ("Consultation/Other"). Members should state the proposed imbalance
information and note any other relevant information (e.g. ADTV, size, degree of impact) in connection
with the request.

4  Specialists in stocks that might post a 100 million+ share MOC/LOC imbalance should monitor their
MOC/LOC positions closely as they approach the Close. If the MOC/LOC imbalance at the Close is
greater than 100 million shares, the closing template will show the last imbalance amount less than 100
million shares. As a result, if the closing template shows an amount near 100 million shares, specialists
should confirm the actual imbalance amount with Floor Operations prior to calculating the close.

5  See also Member Education Bulletin 2003-8 (August 4, 2003)(attached). The only change in the
procedure since publication of the MEB relates to stop orders. Currently, all stop orders that are elected
based on the closing price are automatically and systemically converted to market orders and included in
the total number of MOC/LOC orders to be executed at the close. Members and member organizations
are reminded that, when arranging the Close, they may not use the Display Book® system in an
inappropriate manner designed to discover information about unelected stop orders.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

25

http://researchhelp.cch.com/License_Agreement.htm


6  Available on the NYSE website at: http://traderupdates.nyse.com/2008/06/
russell_reconstitution_062708.html

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

26

http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 08-29

Click to open document in a browser

June 17, 2008

   ATTENTION: CHIEF EXECUTIVE OFFICER, CHIEF OPERATIONS OFFICER, LEGAL AND
COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: QUARTERLY Expiration Day - JUNE 20, 2008

I. Purpose of this Information Memo

Friday June 20, 2008, will be a quarterly Expiration Day for stock and index options and futures products
whose settlement pricing is based upon Exchange opening or closing prices on that day. The NYSE is
issuing this Information Memorandum to remind members and member organizations of certain NYSE rules
and policies regarding opening imbalance publications, entry and cancellation of market-on-close/limit-on-
close (“MOC/LOC”) and other order types, publication of on-the-close imbalances, and printing the closing
transaction.

II. S&P Quarterly Rebalance

Following the close of trading on June 20, 2008, Standard & Poor's will affect a quarterly share rebalancing of
the S&P 500, the S&P MidCap 400, S&P SmallCap 600 and S&P REIT Composite Indices. This rebalancing
may affect the volume of trading of certain stocks on the NYSE. Details on these rebalancings are available
on S&P's website (www.standardandpoors.com).

III. Expiration Day Opening Imbalance Publication

Members and member organizations are reminded that the regular pre-opening procedures outlined in
NYSE Rules 15 and 123D will apply on the June 20 Expiration Day. Accordingly, specialists should publish
indications as promptly as practicable but should be mindful of their additional obligations under Rule 123D to
publish one or more indications, under the supervision of a Floor Official, in situations where the opening price
would be affected by an imbalance of market and limit buy and sell orders in a security.

In the event that the Exchange invokes its exemptive powers under NYSE Rule 48 (Exemptive Relief -
Extreme Market Volatility Condition), the terms of that rule would govern the obligation to publish pre-opening
indications.

IV. NYSE Rules and Policies Relating to the Close

A. MOC/LOC Order Entry and Cancellation

Members and member organizations are reminded that the provisions of Rule 123C will apply to the close on
the June 20 Expiration Day, subject to the temporary modifications outlined in this memorandum. Please note
that, while the NYSE expects its systems to operate normally on June 20, in the unlikely event of a systems
interruption leading into or at the Close, the MOC Policy set out in Rule 123C would operate as if the NYSE
had declared a regulatory halt in one or more securities.

In connection with the entry of MOC/LOC orders generally, members should pay particular attention to the
following:
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▪ A “published imbalance” is an MOC/LOC imbalance that has been disseminated to the Tape.
An imbalance that is announced verbally or physically posted at the panel (e.g. white board) is not
considered to be a published imbalance.

▪ Brokers and traders are reminded that, while they should enter orders as early in the day as possible,
all MOC/LOC orders (unless to offset an imbalance) must be entered with the specialist by 3:40 p.m.
Entering MOC/LOC orders early provides specialists with the opportunity to more quickly identify
potential order imbalances that might exist at the Close and to disseminate that information. This, in
turn, enables brokers and traders to more effectively identify potential offsetting customer interest that
could mitigate any imbalance. MOC/LOC orders entered prior to 3:40 p.m. may be canceled prior to
that time for any reason.

▪ Between 3:40 p.m. and 3:50 p.m., MOC/LOC orders may be entered only to offset any published
imbalances. During this time period, MOC/LOC orders may be canceled or reduced in size only to
correct a legitimate order entry error. Please note that Market Surveillance will continue to closely
monitor the cancellation of MOC/LOC orders pursuant to NYSE Rules.

▪ After 3:50 p.m., MOC/LOC orders may be entered only to offset any published imbalances. After 3:50

p.m., MOC/LOC orders may not be cancelled or reduced in size for any reason. 1 

B. MOC/LOC Imbalance Publication 2 

Rule 123C provides for the publication of order imbalances as described below. In addition, members may
refer to the attached quick-reference page for a summary of the times and requirements for imbalance
publications. Specialists are reminded that erroneous imbalance publications must be corrected as soon as
practicable.

1. Informational MOC imbalance publications between 3:00 p.m. and 3:40 p.m.

Between 3:00 p.m. and 3:40 p.m., specialists are encouraged to publish informational MOC imbalances of
any size if they believe that there could be significant price dislocation at the Close. These publications are
informational only and do not limit MOC/LOC order entry or cancellation before 3:40 p.m. Specialists who

wish to publish informational imbalances must obtain at least Floor Official approval prior to publication. 3 

2. Required MOC/LOC imbalance publications at 3:40 p.m. and 3:50 p.m.

As soon as practicable after 3:40 p.m., the specialist must publish any MOC imbalance of 50,000 shares
or more. In addition, the specialist must update any informational imbalance published prior to 3:40 p.m.,
indicating either the current imbalance or “no imbalance”.

Similarly, as soon as practicable after 3:50 p.m., specialists must update any MOC imbalances published at
3:40 p.m. Imbalances of 50,000 shares or more, or other significant imbalances, must be published; if there is
no such imbalance, the specialist must publish a “no imbalance” indication. Where there was no publication
for a stock at 3:40 p.m., but an MOC/LOC imbalance occurred after 3:40 p.m., the specialist should publish
the imbalance at 3:50 p.m. with prior Floor Official approval.

3. Recommended MOC imbalance publications at 3:40 p.m. and 3:50 p.m.

Notwithstanding the required imbalance publications (as described above), specialists are encouraged to
publish MOC imbalances of any size, including amounts less than 50,000 shares, if the imbalance could
cause significant price dislocation at the close (e.g. an imbalance that is large in comparison to the average
daily volume or regular trading patterns for the stock). Specialists who wish to publish such imbalances must
obtain Floor Official approval prior to publication.

C. Printing the Closing Transaction
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1. Rules 116.40 and 123C(3)

Specialists are reminded that the closing transaction must be printed consistent with Rules 116.40 and
123C(3) and they must accurately reflect both the closing price and closing volume when printing the closing

transaction. 4 

Due to possible system latency, marketable orders entered into Exchange systems before 4:00 p.m. might
not be received at the post until after 4:00 p.m. These orders should be incorporated into the closing process,
just as non-MOC/LOC interest that is known at the post is factored into the imbalance and/or paired-amount
prints after 4:00 p.m.

2. Verbal Interest and e-Quotes at the Close

All interest, including verbal, e-Quoted and Display Book interest, should be taken into account by the
specialist when formulating the Close. Interest priced better than the Close must be executed on the Close as
that interest is considered marketable. Interest limited to the closing price will be executed depending on the
availability of contra side interest.

Depending on whether it is marketable or not, verbal interest may be handled differently than e-Quoted
interest at the Close. Marketable verbal interest is included with all market and MOC interest at the Close,
while limited verbal interest and e-Quotes are on parity with limit orders. Specialists are reminded that verbal
interest from a Floor broker should be handled one of two ways: limited verbal interest should be entered
into the system as a manual e-Quote and specialists may require a written order from the broker; marketable
verbal interest should be entered into the Closing template.

The specialist as dealer can be on parity with Floor broker verbal interest only if the specialist announces his
intent to be on parity and no broker in the Crowd objects. For e-Quotes and CAP orders, the specialist as
dealer is on parity with the broker but cannot trade until all at-price orders on the Book are filled.

3. Orders to offset MOC imbalances at the Close to mitigate price disparity

Rule 902 (Off Hours Trading Orders) provides for entry of orders after the Close. Rule 902(a)(ii)(B) permits
specialists to include in the calculation of the Close legitimate market interest that is willing to participate
in the Close but did not enter an order into an Exchange system before the close of the regular trading
session at 4:00 p.m. Pursuant to the Rule, where the Close has not yet been printed and a member, member
organization or customer communicated an order at the post that would significantly reduce the imbalance
but the order was not entered prior to the scheduled 4:00 p.m. close, the specialist may request that the order
be executed in Crossing Session I. If the member, member organization or customer agrees, the specialist
may include this interest in offsetting an imbalance when setting the closing price and increase specialist
participation in the closing print to the extent of the new contra interest.

The specialist's use of this offsetting interest to minimize significant price dislocation on the Close will result in
a coupled order between the specialist and member, member organization or customer. The specialist must
obtain Floor Official approval if such a coupled order is to be executed immediately in Crossing Session I
(rather than at 5:00 p.m.). In this way the specialist will liquidate or cover the related dealer position, and the
member, member organization or customer will acquire the position.

Rule 902 may not be relied on for the entry of an order after the Close when there is no MOC imbalance or
when the imbalance would not result in volatility and/or price dislocation. In addition, it cannot be used if the
Close has already been printed.

V. Adequacy of Operations and Supervisory Staff

All members and member organizations, including specialists, should ensure that both operational and
supervisory staffing on and around the June 20 Expiration Day will be sufficient to monitor and process
all orders, regardless of the form in which they are received, as well as to handle the increased workload
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anticipated as a result of the quarterly rebalancing. All members and member organizations should also
review their systems to ensure that they have adequate capacity to handle the expected increase in volume.
For example, specialist firms should review their algorithms/API to ensure that they meet their obligations to
maintain a fair and orderly market. Specialists are reminded to seek the advice of a Floor Official regarding
any unusual situations as quickly as possible.

VI. Supervision

A. Review of Policies and Procedures

In view of increased automated order delivery, e-Quoting and automatic execution, NYSE Regulation is
advising members and member organizations to carefully review their procedures as well as their supervisory
systems for handling orders in connection with the June 20 Expiration Day. NYSE Regulation expects
members and member organizations to review their practices for handling orders at or near the Close,
particularly with respect to any orders where there is an on-close or other price guarantee for those securities
that are part of the quarterly rebalancing. Reviews should include both orders that are handled manually as
well as those orders that are handled systemically, such as orders that are handled by a computer algorithm.
In addition, members and member organizations should take all necessary steps to ensure that the relevant
trading and back-office staffs are familiar with firm procedures for handling orders at or near the Close.

In addition, members and member organizations are reminded of their obligation to have adequate systems
and controls relating to the use of firm systems by correspondents or others, including usage of the NYSE
odd-lot system. Please consult Information Memos 02-48 (November 7, 2002) and 07-60 (June 29, 2007)
(both attached) for more information.

B. Adequacy of Compliance Program

Members and member organizations are also reminded to ensure that they have a robust compliance
program that includes adequate supervisory policies and procedures to monitor for compliance with Rule
123C and the guidance contained in this Information Memo. Those policies and procedures must be
adequate to ensure that all procedures related to MOC and LOC orders are appropriately followed, and to
detect and deter any actions that may violate NYSE or SEC rules.

C. Due Diligence Requirements

Consistent with the requirements of Rule 405, before any at-the-close order is transmitted to the Floor the
member or member organization accepting the order must exercise due diligence to learn the essential
facts relative to the order, including the purpose and propriety of the at-the-close instruction. In addition, an
imbalance of orders at or near the Close, caused in part by the entry of such orders, could lead to trading
being halted in the security and such orders not receiving an execution.

D. Supervision to Prevent Improperly Affecting the Close

Members and member organizations must also ensure that their activity does not have the effect of artificially
impacting the closing price. As such, members, member organizations and compliance staff should be
mindful of the guidance issued in Information Memo 05-52 (August 1, 2005)(attached) regarding VWAP
trading at or near the Close, which addresses the responsibility for ensuring that trading strategies engaged
in to facilitate or hedge VWAP orders have an economic basis and do not have the effect of marking the close
or marking the value of a position.

Firms should review procedures utilized in connection with orders to be executed at or near the close with
their traders and other order-entry personnel. Firms should also review systemic order-entry functions (e.g.,
algorithms or “smart servers”) for compliance with the provisions of this Information Memorandum. Firms
should also review the provisions of Information Memo 95-28 (July 10, 1995)(attached), which discusses
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trading near the Close and activity that would constitute violations of Exchange Rules as well as federal
securities laws.

In that connection, members and member organizations are reminded that, where a firm has committed to
purchase from (sell to) a customer an order at a price that is derived from the closing price (e.g., VWAP and
MOC orders) while also reserving a significant position of its hedging or covering transaction to be executed
at or near the Close, they must operate with substantial care. If the transaction is completed in a manner
that does not effectively place the firm at market risk or if the transaction does not provide an opportunity
for possible contra side interest to develop and/or react to the activity, it would raise manipulative concerns
and would operate as conduct inconsistent with just and equitable principles of trade. Members and member
organizations should consult Information Memo 05-52 for further guidance.

E. Compliance with Federal Securities Laws and Rules

In addition to complying with NYSE rules and policies, members and member organizations should review
other applicable federal securities laws and regulations, including Section 9(a)(2) of the Securities Exchange
Act and Rules 10a-1, 10b-5, as well as the margin and capital rules. Firms must ensure that they have
adequate policies and procedures to detect, deter and prevent such potentially violative conduct.

VII. Staff Contacts

Regulatory questions concerning this memorandum may be addressed to the following:

Patricia Bergholc, Director, On Floor Surveillance, at (212) 656-4948

Gordon Brown, Manager, On Floor Surveillance, at (212) 656-5321

Michael Fryer, Director, Member Trading, at (212) 656-4656

Michael Bernardo, Director, Member Trading, at (212) 656-4735

Michael Matejczyk, Director, Member Trading, at (212) 656-4854

John Saxton, Director, Member Trading, at (212) 656-2324 or Carol Krusik, Director, Member
Education, at (212) 656-4597.

Operations questions concerning this memorandum may be addressed to the following:

Paul Bauccio, Vice President, Operations, at (212) 656-2929

Dennis Pallotta, Director, Operations, at (212) 656-5236.

Questions may also be directed to OFSU via the White Phone or in person at their booth off the main Floor.
Questions that are not time sensitive may also be submitted to Ask Market Surveillance. For information
about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3 (January 30, 2006)
(attached), if you or your firm is not already a subscriber.

_____________________________________

John F. Malitzis

Executive Vice President

Market Surveillance

Attachments

Market Surveillance Division Member Education Bulletin

#2003-8

Date: August 4, 2003
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To: All Floor Members

From: Market Surveillance Division

Re: PRINTING THE CLOSING TRANSACTION UNDER RULE 116.40 AND ELECTED ORDERS

In view of increased interest in trading at closing prices, questions have been raised concerning the
procedures for printing the closing transaction, what constitutes the electing volume at the close, and how to
print the executed portion of orders elected by the closing transaction.

The procedures for printing the closing transaction described below represent a change from former practice;
undated white index cards used for reference should be discarded. New reference cards will be distributed
and will be dated. The new procedures described in this Member Education Bulletin have been included in
the 2003 edition of the Floor Official Manual.

Stop orders and percentage orders are elected by the closing transaction. The closing transaction includes
the paired amount of MOC/LOC orders as well as the imbalance print, if any.

More than one print is sometimes required to report the closing transaction to the Consolidated Tape.

1. If there is an imbalance of MOC/LOC orders at the close, the first print reflects the size of the
imbalance, consistent with Exchange Rule 116.40.

2. If there are paired MOC/LOC orders, that amount prints next as stopped stock.

3. When stop orders or percentage orders have been elected on the close, the executed portion of
those orders would print last.

• Stop orders elected by the closing transaction should be filled in their entirety at the closing
price.

• Percentage orders, which are elected by the closing transaction, are not required to be
executed; however, when executed in whole or in part, they must receive the closing price.

Example:

At the close the specialist is holding one 20,000-share stop order and three percentage orders which leave
15,000, 25,000 and 100,000 shares, respectively. These four orders may be elected on the close, depending
on the closing price.

The specialist closes the stock at $77.03 and instructs the trading assistant to report the following to the tape:

28,000 @ 77.03 The size of the MOC/LOC imbalance
500,000 @ 77.03 “stopped stock” Paired amount of MOC and marketable

LOC orders
65,000 @ 77.03 20,000 for one stop order and 45,000

split among three percentage orders,
all elected on the close

In this example, the stop order was elected and filled. There is sufficient electing volume (528,000 shares)
to execute the leaves on all three percentage orders. However, due to lack of contra side liquidity, the
specialist determined to execute 15,000 shares on behalf of each percentage order. As a result, only one
of the percentage orders is filled, and the other two remain partially unexecuted. This example illustrates
an important difference between the types of orders which may be elected by the closing transaction. Stop
orders will be executed in their entirety, while percentage orders may remain unexecuted in whole or in part.

Should you have any questions, please call Rohan Prashad at (212) 656-6772 or John Gregoretti at (212)
656-6791.

________________________________________

Regina C. Mysliwiec
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Senior Vice President

Market Surveillance Division

Market Surveillance Division Member Education Bulletin

2006-3

Date: January 30, 2006

To: All Member, Member Organizations, Legal and Compliance Officers

From: Market Surveillance Division

Re: “ASK MARKET SURVEILLANCE” - NEW SOFTWARE SYSTEM BEING RELEASED MIDFEBRUARY,
2006

NYSE Regulation is pleased to announce the release of “Ask Market Surveillance”, a computer-based legal
research tool. The software application, which will be made available to Floor members and Floor member
organizations (and their Floor staff and Legal and Compliance Departments), will be available beginning in
mid-February, 2006. Details on signing up and gaining access to Ask Market Surveillance begin on Page 2 of
this Member Education Bulletin.

Ask Market Surveillance is an exciting new tool that combines two principal capabilities into one application:

• Easily and efficiently locate online interpretive guidance on NYSE trading rules; and

• Request targeted interpretive guidance directly from NYSE Regulation's Market Surveillance Division.

Find Interpretive Guidance Quickly and Easily

To assist in locating relevant material, Ask Market Surveillance offers users a powerful search engine that
simultaneously combs the various published interpretive materials maintained by the Exchange including:

• Constitution and Rules

• Information Memos

• Member Education Bulletins

• Floor Official Manual

• Hearing Panel Decisions

• Previously-asked Questions and Answers.

Relevant search results are returned in an easy-to-navigate table format. To view a document, users simply
click on items in the results list. Documents can be printed directly from the system to any of the users'
attached or networked printers.

If the original search results are too broad, the application lets users drill down within those results to locate
more specific items. The system will save the users' search parameters so that users can easily re-run
previous searches with a single click.

Pose Interpretive Questions to Market Surveillance Division Staff

Not every interpretive question can be answered by existing interpretive materials. That's why Ask Market
Surveillance permits users to submit interpretive questions to Market Surveillance Division staff, who will
research them and provide answers as quickly as possible. The turnaround time for any particular request will
vary depending on the complexity of the question.
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Questions that are posed and responded to in the system may be published in the Ask Market Surveillance
database as a way to make the information available to all users online. Information that could identify
submitters or their affiliations will be removed before questions and answers are published.

Please note that because answers cannot be provided in real time, users should continue to bring
timesensitive questions directly to Market Surveillance Division personnel in person on the Floor or via
telephone. Staff will work with the user to find a more immediate answer, which may then be entered into Ask
Market Surveillance by the responding staff person.

Other Key Features of Ask Market Surveillance

Ask Market Surveillance incorporates a number of additional features that make it easy to use.

• “Hot Topics”: Through its “Hot Topics” feature, Ask Market Surveillance can help users keep abreast
of new and amended rules, recent publications by the Market Surveillance Division and questions
frequently raised with the Division.

• Email Notifications: Users don't need to manually check the status of their inquiries - instead, the
system will generate emails to users letting them know when their questions have been answered, or
inviting them to provide additional information necessary to answer a question.

• Special Notices: When users log on, Ask Market Surveillance presents an initial window that will alert
them to new developments, the addition of new “Hot Topics” and other system news.

• Availability from the Floor: Member Organizations who have access to the Electronic Filing Platform
(EFP) from the Floor will be able to access Ask Market Surveillance directly from the Floor.

• Availability from Upstairs Compliance Offices: Access to Ask Market Surveillance will be via the
internet-based EFP, to which most member organizations already have access. Questions regarding
the EFP should be directed to Harry Mousmoules at (212) 656-4337 or hmousmoules@nyse.com.

Signing Up for Ask Market Surveillance

Members and Member organizations who are interested in signing up for Ask Market Surveillance are asked
to follow the procedure described below.

1. Designate a single point-of-contact. In order to facilitate the signing up of new accounts, we ask
that the chief compliance officers at member organizations identify eligible staff (i.e., Floor personnel
and legal and compliance personnel involved in Floor-related activities) who should have access to Ask
Market Surveillance.

The chief compliance officer or a designated individual will be responsible for certifying that users are
eligible participants, and for keeping all user information up-to-date.

2. Register your organization's users. The chief compliance officer or a designated individual
should provide a list of persons (first name and last name) approved by the member or member
organization to use the system, along with each individual's business e-mail address to
askmarketsurveillance@nyse.com. Please note that only the designated point person will be able to set
up new accounts for that member organization. As noted above, at the outset, Ask Market Surveillance
is intended for personnel whose functions are related to trading on the Floor of the Exchange, and we
request that only those individuals be registered as users. Once the account has been activated, the
individual users will be advised by e-mail.

Using Ask Market Surveillance

Ask Market Surveillance was designed to be an intuitive system so that users can begin using the system
without formal training. New users will receive a “Quick Reference Card” via email when they are registered,
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which should answer most questions that they may have. The Quick Reference Card will also direct users on
how to obtain additional assistance if necessary.

Members and member organizations are reminded that Ask Market Surveillance is intended to provide rule
interpretation guidance only from NYSE Regulation's Market Surveillance Division. We will make every effort
to route non-Market Surveillance questions to the appropriate Exchange staff for resolution.

To facilitate the process of responding to inquiries, we ask that questions sent to Ask Market Surveillance
be reasonably focused and provide all information necessary to answer the question. If a question is
incomplete or unclear, a Market Surveillance staff person may find it necessary to reach out to a user for
more information or clarification, which will delay your response. In the event that clarifications are required,
users will receive an e-mail from the system. For your convenience, the email will contain a clickable link to
the relevant screen on the system.

General Contacts

If you have questions about Ask Market Surveillance, please direct them to:

Question regarding system functionality and database content:

Daniel Labovitz, Director, Market Surveillance, (212) 656-2081; or Carol Krusik, Director, Market
Surveillance, (212) 656-4597

Questions regarding signing up for Ask Market Surveillance:

Wendy Lugo, Analyst, Market Surveillance, (212) 656-5819

______________________________________

Robert A. Marchman

Executive Vice President

Market Surveillance Division

Information Memo

Market Surveillance

NYSE Regulation, Inc. | 11 Wall Street

New York, NY 10005

nyse.com

Number 07-60

June 29, 2007

ATTENTION: CHIEF EXECUTIVE OFFICER, CHIEF OPERATIONS OFFICER, LEGAL AND COMPLIANCE
DEPARTMENTS

TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ODD-LOT ORDER REQUIREMENTS

*** Please Show to Your Compliance Officer ***

I. Purpose

The purpose of this Information Memo is to remind all members and member organizations of the NYSE
requirements governing use of the odd-lot system remain in effect and that odd-lot order activity must comply
with these requirements. Firms are warned that use of the odd-lot system in ways that are inconsistent with
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traditional oddlot investment activity is prohibited and violations will be pursued by the relevant regulatory
authority, including NYSE Regulation.

II. Background

The NYSE odd-lot system is intended to afford customers of members and member organizations an
inexpensive and efficient order execution system compatible with traditional odd-lot investing practices of
smaller individual, retail investors. NYSE Rules 124 and 411(b) set forth procedures and requirements for the
proper execution and processing of odd-lot orders. From the inception of the NYSE odd-lot system, the NYSE
has required that the odd-lot system not be used as a professional trading vehicle, except as otherwise
provided in this Memo. For purposes of this Memo, a professional trading vehicle includes trading strategies
by professionals that would result in more than an incidental use of the odd-lot system.

III. Odd-Lot Order Handling and Prohibited Trading Practices

Use of the odd-lot system in ways that are inconsistent with traditional odd-lot investment activity or order
entry practices that are intended to circumvent the round lot market constitute abuses of the odd-lot system
and are prohibited. For example, members and member organizations are not permitted to engage in the
following conduct:

• Unbundling market or limit round-lots for the purpose of entering odd-lot orders in comparable
amounts;

• Failing to aggregate odd-lot orders into round-lots when such orders are for the same account or for
various accounts in which there is a common monetary interest/beneficial ownership interest (note that
the requirement to aggregate such orders applies to both market and limit orders);

• Entering both buy and sell odd-lot limit orders in the same stock before one of the orders is executed,
for the purpose of capturing the “spread” in the stock;

• Effecting prearranged or wash sales in odd-lots, which are trades in which an offer to buy is
coupled with an offer to sell back at the same or an advanced price (or the reverse). These trades
are violative because they are not actually exposed to the risk of the market. Whether a transaction
presents “market risk” is a facts and circumstances determination. As a general matter, however, in
order to be considered at the risk of the market, at the time of the first transaction there can be no
guarantee or assurance of the price of the second transaction. In addition, the time period between
the two transactions would not of itself determine whether the trading had been effected at the risk
of the market. Rather, such factors as the liquidity of the security and volume must be considered.
Prearranged or wash sales in odd-lots or partial round lots ( “PRLs”) should not be used to create a
false or misleading appearance of more actual or apparent active trading in such security. Such activity
would violate SEC and NYSE anti-manipulation and anti-fraud rules, and other NYSE rules including
but not limited to just and equitable principals of trade and good business practices.

• Effecting prearranged or wash sales in the round-lot portion of a PRL for the purpose of effecting
an execution of the odd-lot portion of the PRL with no market risk and at a more favorable price than
market conditions would have otherwise permitted. For example, when the quote in XYZ is .05 - .15, a
customer simultaneously bids .06 for 199 shares and offers 100 shares at .06. This would cause 100
shares to execute at .06 (this would be a prohibited wash sale), which would in turn force the specialist
to sell to the customer the remaining 99 shares at .06, thereby generating a riskless odd-lot trade at a
better price for the odd-lot than the market at the time would have provided.

• Other types of trading activity in odd-lot orders or in PRLs that is not consistent with traditional odd-
lot investment activity, including index arbitrage, certain types of program trading, security classes not
usually involved in program trading (e.g., REITs, certain narrowly based structure products, etc.), or
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any pattern of activity that would suggest day trading or is otherwise clearly suspicious because it is
inconsistent with traditional odd-lot investment activity.

It is also prohibited to enter a round-lot order to create a favorable execution price for odd-lot market or limit
orders pending execution in the odd-lot system.

Odd-lot limit orders may be entered as part of a program trade, provided such orders in the aggregate
constitute a relatively small part of the overall program. For example, the NYSE would consider a program
consisting primarily of odd-lot orders to be presumptively violative of NYSE Rules and policies since the use
of the odd-lot system would not be a “relatively small part” of the overall program.

In determining whether trading involving odd-lots is violative, NYSE Regulation will consider, among other
factors, whether a strategy appears to intentionally utilize oddlots for the purpose of accessing volume that
would not be available in the round-lot market. Accordingly, NYSE Regulation will consider whether a strategy
appears to be contingent on the use of odd-lots as opposed to round-lots, or seems to be structured in terms
of the size or timing of the orders so that an inappropriate large number of odd-lot orders results. The conduct
described above, in addition to the above cited rules, constitutes conduct inconsistent with just and equitable
principles of trade and possible violations of federal securities laws and will result in disciplinary action by
NYSE Regulation.

IV. Supervision

a. Supervision of Sponsored Participants

Members and member organizations must establish and enforce appropriate internal systems and controls to
monitor odd-lot activity by customers, whether the order is entered by the firm or whether the order is entered
by the customer directly using the firm's electronic order routing systems. Before granting access to its (or a
vendor's) electronic order routing system to correspondents or other parties pursuant to carrying, clearing, or
other arrangements, the member or member organization must assure that that such correspondents or other
sponsored participants has adequate policies and procedures, written controls and supervisory procedures,
and surveillances in place that are reasonably designed to detect improper activity and enforce compliance
with SEC and NYSE rules. Member firms' supervisory systems must be designed to assure compliance with
NYSE and SEC rules, and to monitor for inappropriate and manipulative conduct by their customers. At a very
minimum, NYSE Regulation expects member firms to have policies, procedures, systems and controls, and
surveillances to contemporaneously detect and deter the violations of NYSE and SEC rules, including but not
limited to, the practices outlined above.

In this regard, members and member organizations are reminded that in addition to their regular supervisory
duties under NYSE Rule 342, they also have an obligation under NYSE Rule 405 (the so-called “Know Your
Customer” rule), to use due diligence to learn the essential facts relative to every customer and every order.
The Rule's requirements apply to every customer order routed through electronic trading systems, including
the NYSE's odd-lot order service. For further information on requirements for electronic transmission of
orders, please refer to Information Memo 02-48.

Members and member organizations are responsible for all order activity effected through the use of their
own or their vendors' electronic order routing systems. Firms who fail to adequately monitor for compliance by
their customers may be subject to formal disciplinary action, including fines or the suspension or termination
of its ability to enter odd lot orders or sponsor customers entering odd lot orders over its electronic order

routing systems or other regulatory sanction as appropriate. 1 

b. Books and Records

All members and member organizations are reminded of their continuing obligation to accurately record
account type information in their audit trail reporting in accordance with NYSE Rule 130(d), and should be
aware that their obligation to provide accurate account type information in reporting program trading extends
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to the incidental odd-lot portions of a program; failure to properly provide account type information may result
in disciplinary action against the firm. Therefore, members are advised to be especially diligent in their efforts
to ensure the accuracy of program trading-related audit trail information.

V. NYSE Regulation Staff Contacts

Questions concerning this Information Memo should be addressed to:

Clare F. Saperstein, Principal Rule Counsel, Market Surveillance, at (212) 656-2355

Douglas Witter, Senior Special Counsel, Market Surveillance, at (212) 656-4875

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
Booth in the EBR. Questions that are not time sensitive may also be submitted to Ask Market Surveillance.
(For information about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3, which
was issued on January 30, 2006, if you or your firm is not already a subscriber.)

_____________________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Information Memo

Market Surveillance

New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

NYSE

Number 05-52

August 1, 2005

ATTENTION: TRADING DESKS, ORDER ROOMS, COMPLIANCE DIRECTORS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Member Obligations in Connection With Volume Weighted Average Price Transactions

I. Purpose of Memo

The purpose of this Information Memorandum is to alert members and member organizations to their
obligations in connection with Volume Weighted Average Price (“VWAP”) transactions. In addition, the
memorandum provides guidance to members and member organizations regarding the proper supervision of,
and where necessary, the disclosure of, potential conflicts of interest when handling or bidding for program
baskets. This memorandum is being issued in coordination with the NASD.

II. Types of VWAP Orders Covered

VWAP orders may include the following types:

• Guaranteed, in which the firm guarantees that the customer's order will be executed during Crossing
Sessions II or IV at that day's VWAP;

• Guaranteed Stop, in which the firm guarantees that the customer's order will be executed during
Crossing Session IV or in the OTC market at the VWAP or better;
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• Best Efforts, in which the firm attempts during the course of the day to meet or beat the VWAP on
behalf of the customer, but does not guarantee the VWAP;

• Point-to-Point, in which the firm executes transactions at agreed-upon times during the trading day;

• Hybrid, in which the firm executes the customer's order during the trading day within an agreed-upon
range of VWAP (e.g., execution at VWAP between 10:00 a.m. and 1:00 p.m.; execution within +/−
2.5% of VWAP); and

• Target, in which the firm executes a specified number of shares incrementally during the day as close
to VWAP as possible, but does not guarantee the VWAP.

The restrictions and obligations described in this memorandum with respect to VWAP orders also apply to
blind-bid and risk-bid transactions in which the firm has submitted a bid in response to a client's solicitation
of interest in effecting a blind portfolio transaction, but has not yet been notified of the customer's decision to
award the transaction to the firm, and where the firm has been awarded the transaction.

III. Duties of Members and Member Organizations

Under Exchange Rules and Federal Securities Laws in Connection with VWAP Transactions

Members and member organizations are reminded that they have an obligation under Exchange rules and
the federal securities laws to execute customer VWAP orders in a manner that does not compromise the
customer's interests, and that does not advance the member's or member organization's own pecuniary
interests at the customer's expense. These obligations are triggered whenever the member or member
organization receives, or is aware that it is likely to receive, an order from a customer. In addition, in the
case of a blind-bid or risk-bid transaction, members and member organizations must consider whether the
information received in the solicitation is sufficiently specific to trigger duties and obligations under Exchange
rules and/or the federal securities laws prior to receiving the order. Once a member or member organization
knows, or has reason to know, the order details to a degree of confidence such that the member or member
organization could engage in targeted hedging or positioning activity without undue speculative risk, then
the duties and obligations described in this Information Memo attach as though the member or member
organization had actually received the order. Circumstances to consider in making this determination include,
among other factors, the type of order, the name of the security, the size of the order, the side of the market
(i.e., buy or sell), the weighting of a basket order, and the timing for completion of the order.

In connection with VWAP or similar transactions, a member or member organization may wish to engage
in facilitation trades or bona fide hedging in order to position itself to assume the risks associated with such
transactions. While such activities are not prohibited, members and member organizations should be aware
that these activities may conflict with the member or member organization's fiduciary duty to represent the
customer's order fairly. Accordingly, such activities must be conducted in accordance with Exchange Rule 92
and Information Memo 01-21 (“Limitations on Member's Trading Because of Customers' Orders”).

In particular, the Exchange deems it inconsistent with just and equitable principles of trade for a member
or member organization to use its knowledge of a VWAP order, blind-bid, or risk-bid transaction to trade
for its own account in a manner that would be a detriment to the customer. While each situation may be
unique, depending on the size of the transaction and the liquidity of the stock, such misconduct may include
unreasonably moving the market (i.e., moving the market in a manner that benefits a proprietary position and
disadvantages the customer, as opposed to movement of the market that naturally occurs based on the size
of the transaction and overall market conditions), creating the artificial appearance of demand or supply for
the security, or establishing artificially high or low prices through manipulative trading, increased quote activity

or entering proprietary orders near the close or when the VWAP order is executed. 1 

For example, to the extent that members or member organizations engage in bona fide hedging activity or
facilitation trades in connection with VWAP orders, one measure of whether they are adversely affecting the
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customer's order is whether the member or member firms execute such transactions at a time or in a manner
that gives the market adequate time to interact with liquidity in the market. Particular care should be taken in
situations where a firm reserves a significant portion of its hedging or facilitation position for execution near
the close; if the transaction is completed in a manner that does not effectively place the firm at market risk, or
provide an opportunity for contra-side interest to develop or react to the firm's order, the firm's conduct may
constitute manipulation and be the subject of disciplinary action.

In addition, members and member organizations are reminded that when they engage in bona fide hedging or
facilitation trades in connection with VWAP orders, they remain subject to best execution requirements. The
Exchange and the Securities and Exchange Commission (“SEC”) will pursue instances where members or
member firms may have manipulated or pre-conditioned the market in order to achieve a favorable execution
of a large customer order.

IV. Transactions that Are Not Restricted While in Possession of A VWAP or Similar Order

Information received by a member or member organization in connection with a VWAP order or a blind-bid
or risk-bid transaction does not affect the member or member organization's ability to trade in the following
situations:

• Execution of a prior customer order;

• Bona fide hedging activities that the member or member organization can demonstrate are unrelated
to the information supplied by the customer in connection with the VWAP order or blind bid or risk bid
solicitation;

• Execution of electronic trading system (i.e., “Black Box”) orders, provided that the member or member
organization does not have actual knowledge that a portion of the order has been sent to the Exchange

for execution; 2 

• Trades entered for the purpose of correcting a bona fide error;

• Odd-lot transactions executed to offset odd-lot orders that are not part of a blindbid or risk-bid
transaction; and

• Trades effected by another aggregation unit within the firm (provided that the firm complies with the

terms the SEC's Reg SHO regarding aggregation units). 3 

V. Disclosure of Hedging Activity and Facilitation Trades

Members and member organizations should disclose to customers that they may engage in hedging activity

or facilitation trades prior to the receipt and/or execution of the customer's VWAP order. 4   Such disclosure
should be in the form of a periodic affirmative written notice that is provided to customers in advance of
trading (e.g., semiannually, quarterly or as often as is reasonable under the circumstances), and should be
reasonably calculated to provide customers with sufficient information from which the customer may discern
the firm's intentions.

Disclosure of potential hedging activity or facilitation trades does not create a safe harbor from manipulation
or best execution violations.

VI. Marking of VWAP Orders

The Exchange deems VWAP orders to be contractually either short or long (depending on the particulars
of the order). Accordingly, members and member organizations should mark VWAP orders as short (long)
for purposes of entering the order. Please note that in the event that a member or member organization is
short the securities underlying a VWAP sell order, the order should be marked “short” (or “short exempt”, if
applicable) even if the customer is long the subject securities.
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Short VWAP orders should be executed in compliance with all applicable Exchange rules, SEC regulations
and federal securities laws governing short sales. Failure to accurately mark orders may result in disciplinary
action for failure to maintain proper books and records.

Members and member organizations should mark VWAP orders with a “P” account-type indicator for audit-
trail purposes.

VII. Supervision of VWAP Orders and Similar Transactions

Members and member organizations are required, pursuant to Exchange Rule 342, to ensure that they
have adequate policies and written procedures in place to detect, deter, and prevent the potentially violative
conduct described in this memo.

In particular, firms should establish and maintain procedures reasonably designed to review facilitation and
hedging activities in connection with VWAP and blind-bid or riskbid transactions, in order to ensure that such
activities comply with Exchange rules and federal securities laws. This includes procedures to ensure that
customers have received notice of any hedging or facilitation activity that could affect the customer's order,
and to minimize the dissemination of information about a customer's VWAP order or blind-bid or risk-bid
transaction, in order to ensure that such information is not used improperly to the customer's detriment. In
addition, steps must be taken to ensure that all terms of the VWAP arrangement and tranactions pursuant to
the arrangement are fully documented.

In addition, members and member organizations must ensure that trading strategies engaged in to facilitate
or hedge VWAP orders have an economic basis and do not have the effect of marking the close or marking
the value of a position. Firms should also periodically evaluate the performance of electronic trading systems
(i.e., “Black Box” systems) to ensure that changing market conditions do not result in a manipulative impact
on the market or otherwise result in improper market dislocation, whether intentionally or unintentionally.

Questions regarding the above may be directed to John Kroog, Director, Market Trading Analysis, Market
Surveillance Division at (212) 656-6532, or Daniel M. Labovitz, Director, Rule Interpretation & Member
Education, Market Surveillance Division at (212) 656-2081.

_____________________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Information Memo

Member Firm Regulation

New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005

NYSE

Number 02-48

November 7, 2002

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, CHIEF OPERATIONS OFFICER,
INTERNAL AUDIT, COMPLIANCE, LEGAL AND TRADING DEPARTMENTS

TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ELECTRONIC TRANSMISSION OF ORDERS
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Recently there have been a number of instances where members or member organizations have submitted
orders to the Exchange in error via electronic order entry systems. These errors were the result of human
error or defective commercial or proprietary software systems used to submit DOT Orders to SIAC. The two
primary causes of the error transmissions were: (1) transmitting orders containing an incorrect quantity of
shares; and (2) inadvertently releasing files containing orders transmitted the previous day.

The purpose of this memo is to emphasize to members and member organizations their responsibilities
when utilizing electronic order routing systems. Please also see Information Memos Nos. 92-43, dated
December 29, 1992, 92-15, dated May 28, 1992, and 89-6, dated January 25, 1989. Members and
member organizations are reminded of the regulatory requirements (internal control and written supervisory
procedures) and business practices (Know Your Customer) that must be adhered to when electronic order
entry systems are used.

SYSTEM CONTROLS MANDATORY

While electronic order entry systems can enhance members' or member organizations' ability to route and
execute orders, errors resulting from their use can result in increased market volatility and significant financial
risk and exposure to members and member organizations. Accordingly, all electronic order entry systems
must have written internal control and supervisory procedures, regardless of whether the member or member
organization is utilizing its own proprietary system or that of an outside vendor.

Electronic order entry systems, should, at a minimum, incorporate the following features: 1) controls that limit
use of the system to authorized persons/parties, 2) checks for validation of order accuracy, 3) established
limits and/or order prohibitors, to prevent orders exceeding preset credit and order size parameters from
being transmitted for execution, and 4) controls that monitor for duplication/retransmission of orders
previously transmitted for execution. When members or member organizations use a vendor's order entry
system, it is incumbent upon the member or member organization to ensure that the system has the requisite
controls in place and that the vendor's system complies with all Exchange audit trail requirements, including
Front End Systemic Capture (“FESC”) as required by Rule 123(e).

PROBLEMS RESULTING FROM SYSTEMS MAINTENANCE

Several of the recent errors occurred as the direct result of systems maintenance. Members and member
organizations must ensure that when software maintenance is being performed on their own electronic
order entry systems that safeguards are in place to prevent the inadvertent disabling of such systems or any
automated messaging systems that are used to alert firms as to problems with their order entry systems.
Further, such systems should be separated so that when maintenance is performed on one system it does
not impact or disable the other system. Similarly, members and member organizations are responsible to
ensure that such safeguards are in place for order entry systems of vendors or otherwise provided to or
utilized by correspondents and other third parties.

IMPROPER TESTING OF SYSTEMS PROHIBITED

The Exchange has recently become aware of instances where members and member organizations test their
systems' connectivity to the Exchange's systems by sending what purports to be an actual order, but one not
executable because of its terms (for example, sending an order to buy or sell 100 shares of a stock at $1,
when the stock is trading well outside that price), and immediately sending a cancellation of the order.

Any test of a member's or member organization's system connectivity to the Exchange must be performed
using the appropriate established testing procedures. Test messages should be clearly denoted as such and
should not be sent in the guise of an actual order.

PERMITTING USE BY CORRESPONDENTS AND OTHERS
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Before a member or member organization grants correspondents or other parties, pursuant to carrying,
clearing or other arrangements, access to its (or a vendor's) electronic order routing system, it must ensure
that reasonable written control and supervisory procedures (that must include at a minimum the four features
enumerated under the subhead “System Controls Mandatory” on page one of this Memo) are in place, and
must obtain and maintain as part of its books and records a copy of such correspondent's written control
procedures as well as a written undertaking from the correspondent that it will abide by such procedures. In
addition, the correspondent must provide the member or member organization with written notification of any
significant changes to such procedures. As an alternative, the carrying or clearing member organization itself
may establish the procedures by which a correspondent must abide and must obtain a written undertaking
from the correspondent that it will comply with such written procedures.

A member or member organization can also satisfy this requirement by using an electronic screen i.e., built-in
system checks, such as preset size and/or dollar limits, in its electronic order entry system.

DUE DILIGENCE OBLIGATIONS

Members and member organizations are also reminded of the requirements of Exchange Rule 405
(“Diligence as to Accounts”) also referred to as the “Know Your Customer” Rule, which provides, in part, that
members and member organizations must learn the essential facts relative to every customer and order. The
Rule's requirements are imposed on every customer order, regardless of the method or system used for their
receipt and transmission, including those routed via electronic trading systems.

Questions regarding this memo may be directed to your Finance Coordinator at the Exchange.

_____________________________________

Salvatore Pallante

Executive Vice President

Attachments

Information Memo

Market Surveillance

New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

NYSE

Number 95-28

July 10, 1995

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Positioning to Facilitate Customer Orders

The purpose of this memorandum is to present the Exchange's view of various trading strategies employed
by member organizations to facilitate customer stock or program orders. Although it is not possible to provide
an all-inclusive discussion of these strategies, the Exchange believes it is important to describe the kind of
activity which would be inconsistent with just and equitable principles of trade.

A member organization “A” commits to sell (buy) securities after the close to (from) a customer at the closing
price on the Exchange. To position itself to facilitate this transaction, “A” buys (sells) the stock(s) throughout
the day in a proprietary account, assuming the risk of the market. In order to reduce the risk of the proprietary
position it is assuming during the day, “A” leaves a portion of the position to be executed at the close. If
the size of the transaction(s) “A” intends to execute at the close can reasonably be expected to impact the
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closing price(s), “A” should not buy (sell) any stock related to that position near the close. (“:A” would not be
precluded from entering proprietary market-on-close orders for execution in the closing transaction, if “A”
is not representing any proprietary orders near the closing transaction). What constitutes “near the close”
depends upon the degree of risk which can reasonably be attributed to the position established by that trade
versus the reasonably anticipated impact the trade at the close will have on the closing price. While each
situation may be unique, depending upon the size of the transaction and the liquidity of the stock, generally
traded executed after 3:40 p.m. would be considered “near the close.” Engaging in such transactions for
the firm's proprietary account would be conducted inconsistent with just and equitable principles of trade.
However, “A” would not be precluded from executing the customer's order on an agency basis at any time,
including at or near the close. It should be recognized, however, that this does not preclude the Exchange
from determining that such activity may be a violation of the anti-manipulative provisions of the Securities
Exchange Act of 1934 or Exchange rules.

Similarly, intra-day, it would be conduct inconsistent with just and equitable principles of trade for a member
organization to effect any transactions in a stock while knowing of the imminent execution of a block, in
order to subsequently liquidate the position by participating on the contra-side of the block transaction. For
example, if “A” knows a block will be bought one-quarter of a point up from the current market, “A” should not
buy stock to subsequently sell into the block transaction at the higher price.

In addition, it would be conduct inconsistent with just and equitable principles of trade for any person to
disclose to any other person trading strategies or customers' orders for the purpose of that person taking
advantage of the information for personal benefit or for the benefit of the member organization. This does not,
however, preclude a member organization from soliciting interest to trade with the contra side of a block in the
normal course of engaging in block facilitation activities.

Member organizations are required to establish and maintain procedures reasonably designed to review
facilitation activities for compliance with Exchange rules and federal securities laws. Member organizations
must ensure that trading strategies engaged in by their proprietary traders to facilitate customers' orders
have an economic basis and are not engaged in to mark the closing price or to mark the value of a position.
In addition, before any at-the-close customer order is transmitted to the Floor, the member organization
accepting the order must exercise due diligence to learn the essential facts relative to the order, including
the purpose and propriety of the at-the-close instructions, particularly when it has knowledge of other orders
executed for the customer's account during the day.

Questions regarding the above may be directed to Agnes Gautier at (212) 656-4608.

_____________________________________

Robert J. McSweeney

Senior Vice President

Imbalance Publications and MOC/LOC Order Entry
 

Time Specialists Brokers and Traders
 

3:00 p.m.- 3:40 p.m. ▪ May publish informational imbalance with prior
Floor Official approval.

▪ May enter MOC/LOC orders
on either side regardless of
informational imbalance publication.

▪ May cancel MOC/LOC orders for
any reason.

 

3:40 p.m.- 3:50 p.m. ▪ Must publish imbalances greater than 50,000
shares.

▪ May enter MOC/LOC orders only to
offset imbalances.

▪ Must update any informational imbalances
published earlier:

▪ May not cancel MOC/LOC orders
except to correct order entry error.

○ if there is an imbalance greater than
50,000 shares;
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○ if there is any other “significant”
imbalance;

○ or publish “no imbalance”.
▪ May publish any other “significant” imbalance

of any size (e.g. less than 50,000 shares but
significantly greater than the average daily
volume for the stock) with prior Floor Official
approval. May enter MOC/LOC orders only to
offset imbalances.

 

3:50 p.m.- 4:00 p.m. ▪ Must update any 3:40 p.m. publications: ▪ May enter MOC/LOC orders only to
offset imbalances.

○ if there is an imbalance greater than
50,000 shares;

▪ No cancellations of MOC/LOC
orders for any reason.

○ if there is any other “significant”
imbalance;

○ or publish “no imbalance” if less than
50,000 shares.

▪ Subject to Floor Official approval, should publish
a “significant” imbalance at 3:50 p.m. even
where there was no publication at 3:40 p.m.

▪ May publish any other “significant” imbalance of
any size with prior Floor Official approval.

 

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Footnotes

1  In the event of a regulatory halt, MOC/LOC orders may be entered or canceled up to 3:50 p.m. or until
the stock reopens, whichever occurs first. See Rule 123C(1) and (2).

2  The NYSE Order Imbalance Information product, a data feed of real-time order imbalances that
accumulate prior to the opening of trading on the Exchange and prior to the close of trading on the
Exchange, will not be available until sometime after June 27, 2008. See Securities Exchange Act
Release No. 57861 (May 23, 2008), 73 FR 31905 (June 4, 2008)(SR-NYSE-2008-42). See also
Securities Exchange Act Release No. 57862 (May 23, 2008), 73 FR 31174 (May 30, 2008)(SR-
NYSE-2008-41).

3  Floor Official approvals to publish informational imbalances should be recorded on the Floor Official
Approval form under Item 12 ("Consultation/Other"). Members should state the proposed imbalance
information and note any other relevant information (e.g. ADTV, size, degree of impact) in connection
with the request.

4  See also Member Education Bulletin 2003-8 (August 4, 2003)(attached). The only change in the
procedure since publication of the MEB relates to stop orders. Currently, all stop orders that are elected
based on the closing price are automatically and systemically converted to market orders and included
in the total number of MOC orders to be executed at the close. Members and member organizations
are reminded that, when arranging the Close, they may not use the Display Book® system in an
inappropriate manner designed to discover information about unelected stop orders.

1  NYSE Regulation has recently imposed formal disciplinary sanctions and significant fines for odd-lot
trading violations, which are described in Hearing Panel Decisions 07-10, 06-160, 06-171, and 06-192
and posted on NYSE.com.
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1  In connection with contemplated hedging and facilitation trades, members and member organizations
should review Information Memo 95-28 ("Positioning to Facilitate Customer Orders") for further
discussion of conduct that the Exchange deems to be inconsistent with just and equitable principles of
trade. In addition, this Information Memo is not intended to set out all possible violations that may occur
in connection with VWAP transactions; members and member organizations should be aware that the
conduct described may also violate other Exchange rules or federal securities laws.

2  See Information Memo 01-21.
3  17 C.F.R. § 240.200(f)
4  Members and member organizations are encouraged to review a Final Notice of the United Kingdom's

Financial Services Authority ("FSA"), dated March 18, 2004, involving program trading by Morgan
Grenfell & Co. Ltd. In that case, Morgan Grenfell made a blind bid for a customer's program trade, and
at the same time, began hedging against probable risks from the trade. Ultimately, the firm's hedging
activities moved the market in certain of the securities involved. The FSA found that Morgan Grenfell
had not adequately disclosed its proprietary trading in advance of the customer's acceptance of the
blind bid, and therefore had a conflict of interest with its client. The FSA fined the firm £190,000, and the
firm reimbursed the customer for the increased price of those securities. A copy of the Final Notice is
available on the FSA's website at http://www.fsa.gov.uk/pubs/final/m-grenfell_18mar04.pdf.
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May 29, 2008

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENT OF EXCHANGE RULES 13 and 17 TO INCLUDE A NON-AFFILIATE THIRD-
PARTY BROKER-DEALER

I. Purpose

The purpose of this Information Memo is to advise members and member organizations that the New York
Stock Exchange LLC (“NYSE” or “Exchange”) filed with the Securities and Exchange Commission (“SEC” or
“Commission”) to amend Exchange Rules 13 and 17. The amendments (i) expand the definition of a “Routing
Broker” to permit a nonaffiliate third-party broker-dealer to act as a Routing Broker for the Exchange, and (ii)
make other necessary conforming amendments.

II. Background

Pursuant to Exchange Rules 13 and 17, the NYSE “Routing Broker” (i) routes orders to away market centers
for execution, in compliance with Exchange Rules and Regulation NMS, and (ii) facilitates the acceptance of
odd-lot and sub-penny executions.

Exchange Rule 13 had previously defined a Routing Broker as the broker-dealer affiliate of the Exchange
that acted as agent for routing orders entered into Exchange systems to other market centers for execution
whenever such routing was required by Exchange Rules and federal securities laws. Archipelago Securities
LLC (“Arca Sec”), a brokerdealer affiliate of the Exchange, currently functions as the sole Routing Broker for
the Exchange.

Exchange Rule 17 outlines how a Routing Broker receives and handles instructions from the Exchange to
route orders to other market centers and reports of executions back to the Exchange. All orders entered on
the Exchange that are routed to and executed on other market centers are binding on the party entering the
trade on the NYSE's system.

III. Non-Affiliate Third-Party Broker-Dealers Permitted to Act as Routing Brokers

On May 9, 2008 the Exchange filed with the Commission to amend Rules 13 and 17 to permit the use of
additional Routing Brokers as a risk management tool in the event of a system malfunction or failure.

The amendment changes the definition of Routing Broker in Rule 13 to permit a nonaffiliate third-party broker-
dealer to operate as a Routing Broker for the NYSE. Similar to the affiliated Routing Broker, non-affiliate
Routing Brokers are also subject to the regulatory oversight and enforcement responsibilities of a self-
regulatory organization unaffiliated with the Exchange or any of its other affiliates.

Exchange Rule 17 as amended provides that a non-affiliate third-party broker-dealer acting as a Routing
Broker may continue to engage in any other approved business in addition to operating as a Routing Broker
on behalf of the Exchange. In view of this, the Exchange will establish and maintain procedures and internal
controls reasonably designed to restrict the flow of confidential and proprietary information between the
Exchange and any non-affiliate third-party broker-dealers acting as Routing Brokers.

Members and member organizations are advised that Arca Securities will continue to operate as a Routing
Broker simultaneously with any non-affiliated Routing Brokers.

IV. Staff Contacts
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Questions concerning this memorandum may be addressed to:

Robert Airo, Sales & Relationship Management, at (212) 656-5663, or Paul J. Bauccio, Floor
Operations, at (212) 656-2929, Michael Paulyson, Implementation Planning/Training, at (212)
656-2721 Jennifer Kim, Office of General Counsel, at (212) 656-6438

______________________________

Vivian Maese

Senior Vice President

Office of General Counsel

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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May 12, 2008

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: RULE 92(c)(3) OPERATIVE DATE DELAYED TO MARCH 2009

I. Purpose

The purpose of this Information Memo is to inform members and member organizations that the Exchange
has filed with the Commission to extend the operative date of NYSE Rule 92(c)(3) from May 14, 2008 to
March 31, 2009.

II. Background

In July 2007, the NYSE amended Rule 92 to permit riskless principal trading at the Exchange. In connection
with those amendments, the NYSE implemented Rule 92(c)(3), which requires member organizations
to submit to an Exchange database both a report of the execution of the facilitated order and sufficient
information to provide an electronic link of the execution of the facilitated order to all of the underlying orders.

The NYSE previously informed member organizations that when executing riskless principal transactions,
firms must submit to the Exchange's Front End Systemic Capture (“FESC”) database order execution reports
linking the execution of the riskless principal order on the Exchange to the specific underlying orders. The
delayed operative date for both submitting riskless principal transactions to FESC and for using the “R”
account-type indicator for riskless principal transactions was May 14, 2008.

III. Operative Date of Riskless Principal Reporting Delayed to March 31, 2009

On April 11, 2008, the NYSE filed with the Commission to extend the delayed operative date of the riskless

principal FESC reporting requirements from May 14, 2008 to March 31, 2009. 1   The NYSE filed for this
extension in part so that NYSE Regulation has time to review with the Financial Industry Regulatory Authority,
Inc. (“FINRA”) and member organizations both Rule 92 and FINRA's Manning Rule for the purpose of
harmonizing those rules. As part of this harmonization process, NYSE Regulation and FINRA are reviewing
whether it is advisable to alter or otherwise adjust the reporting standard for riskless principal transactions.
Accordingly, until further notice, the use of the “R” account type indicator for riskless principal transactions

and the FESC 2   and batch-file 3   reporting requirements for riskless principal transactions are not being
implemented and are on hold pending this review.

Member organizations should note that because of the delayed implementation, orders routed to the
Exchange should not be designated with the “R” account-type indicator. Note, however, NYSE systems will
not reject orders with the R account type; rather, any orders routed to the Exchange with an “R” account-type
indicator will automatically be routed to the Display Book.

Member organizations are reminded that if they route riskless principal transactions to the Exchange using a
“P” account-type indicator, the member organization must have in place systems and controls that allow it to
easily match and tie riskless principal executions at the Exchange to the underlying orders, and that it be able
to provide this information to NYSE Regulation upon request.

IV. Supervision
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Member organizations are reminded that they must have adequate written policies, procedures, and
supervisory controls reasonably designed to detect and deter potential violations of the rule as described in
this Memorandum. Failure to have adequate written policies and procedures in place or to have an adequate
supervisory system in place may result in disciplinary action.

V. Staff Contacts

Questions regarding Rule 92 may be directed to:

Michael Bernardo, Director, Market Surveillance, at (212) 656-4735

Clare Saperstein, Director, NYSE Regulation OGC, at (212) 656-2355

____________________________

John F. Malitzis

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release No. 34-57682 (Apr. 17, 2008), 73 FR 22193 (Apr. 24, 2008) (SR-
NYSE-2008-029).

2  See Technology Member Firm Notification, "Interfacing with FESC Real Time to Support Amendments to
Rule 92," (Mar. 24, 2008).

3  See Interface Specifications, "Batch File Format for Rule 92 Riskless Principal Trading, Version 1.1."
(Mar. 28, 2008).
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May 8, 2008

   ATTENTION: CHIEF EXECUTIVE OFFICER, CHIEF FINANCIAL OFFICER, MANAGING PARTNERS,
LEGAL AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: Off-Floor Ability to enter Reserve Orders in all equity securities traded On Pilot Basis pursuant to
NYSE Rule 13

I. Purpose

The purpose of this Information Memo is to announce that on May 9, 2008, off-Floor participants will have the
ability to enter Reserve Orders pursuant to Exchange Rule 13 in all equity securities traded on the New York
Stock Exchange LLC (“Exchange” or “NYSE”).

II. Background

On April 23, 2008, the NYSE implemented the Reserve Order. This order enables off-Floor market
participants to directly enter orders with reserve interest electronically in Exchange systems for execution.
The Reserve Order was initially made available on a pilot basis in 100 securities (“Reserve Order Pilot”).

A Reserve Order, as defined in Exchange Rule 13, is a limit order with a portion of the size displayed and with
a portion of the size (reserve size) that is not displayed. The reserve size is used to replenish the displayed
portion when executions of the displayed size reduce the displayed portion below the size designated to be
displayed. A Reserve Order must have a minimum of one round lot of reserve interest designated for display.

At the Exchange best bid or offer (“Exchange BBO”), the reserve portion of a Reserve Order is available for
execution only after all displayed interest has been executed. If an execution takes place at a price that is
other than the Exchange BBO, all available interest of a Reserve Order trades on parity with all other interest
at that price point, except that specialist interest must yield to Reserve Order interest.

III. Operation of the Reserve Order Pilot in all Equity Securities Traded on the Floor

On Tuesday May 6, 2008, the Exchange filed with the Securities and Exchange Commission to expand the
operation of the current Reserve Order Pilot from the designated 100 securities to all equity securities traded
on the NYSE. Effective May 9, 2008, off-Floor participants may enter Reserve Orders in all equity securities
traded on the NYSE.

The expansion of the Reserve Order Pilot to operate in all equity securities traded on the Floor of the
Exchange does not change the expiration date of the Reserve Order pilot established pursuant to Securities
Exchange Act Release No. 57688 (April 18, 2008), 73 FR 22194 (April 24, 2008)(SR-NYSE-2008-30). The
Reserve Order Pilot is scheduled to expire no later than the earlier of September 30, 2008 or Commission
approval of a proposed rule change to make the instant Reserve Order Pilot permanent for all securities.

Questions concerning this memorandum may be addressed to: Paul J. Bauccio, Vice President Floor
Operations at (212) 656-2929, Robert Airo Vice President Sales & Relationship Mgmt at (212) 656-5663 or
Deanna Logan, Associate General Counsel at (212) 656-2389.

___________________________

Vivian Maese
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Senior Vice President

Office of General Counsel
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April 30, 2008

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: REVISED: EXTENSION OF DEADLINE OF NEW PROGRAM TRADING REPORTING
OBLIGATIONS

NOTE: This Information Memo revises and supersedes the previously-issued Information Memo
08-25, dated April 29, 2008.

I. Purpose

The purpose of this Information Memo is to advise members and member organizations that the deadline for
firms to revise the trade reporting obligations with respect to certain Program Trading account type codes has
been extended to January 30, 2009 in order to address recent concerns raised by member organizations
regarding technology and implementation of account types “J” and “K.” The NYSE Regulation Division of
Market Surveillance (“MKS”) would like to further review these issues as well as their impact in connection
with the Daily Program Trading Report (“DPTR”). In light of these facts, MKS is deferring the implementation
of the revised account type “J” and “K” until these issues are evaluated in the overall context of other trade
reporting obligations for program trading.

II. Background

On June 11, 2007 MKS issued Info Memorandum 07-52 which set forth, among other regulatory
requirements, new program trading obligations for member organizations. In order to streamline the reporting
process, two of the existing eight Program Trading related audit trail account types, account types J and K,
were redefined. The new Program Trading audit trail account type indicators, as defined by IM 07-52 were as
follows:

• C- Proprietary, Non-Algorithmic Program Trade

• D- Proprietary, Index Arbitrage

• J- Proprietary, Algorithmic Program Trading (New Definition)

• K- Agency, Algorithmic Program Trading (New Definition)

• M- Agent for other Member, Index Arbitrage

• N- Agent for other Member, Non-Algorithmic Program Trade

• U- Agency, Index Arbitrage

• Y- Agency, Non-Algorithmic Program Trade

Programs that were previously entered with an account type of “J” (previously identifying an account as
individual program trade index arbitrage) were re-designated as account type “U”, and those that had been
entered with an account type of “K” (previously identifying an account as individual program trading non-
index arbitrage) were re-designated with an account type of “Y.” The new account type indicators became
effective immediately upon publication of Information Memo 07-52 and a deadline of September 30, 2007 was
established for compliance with the new account type indicator definitions.

In Information Memo 07-88, dated August 31, 2007, NYSE Regulation advised members and member
organizations that the deadline for firms to revise their trade reporting obligations for Program Trading had
been extended to January 31, 2008.
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In Information Memo 08-04, dated January 16, 2008, NYSE Regulation advised members and member
organizations that the deadline for firms to revise their trade reporting obligations for Program Trading had
been extended to June 2, 2008.

III. Extended Deadline for New Program Trading Reporting Obligations

In response to concerns raised by member firms, NYSE Regulation is reviewing the implementation of the
amendment of the “J” and “K” account identifiers in connection with amendments to other program trading
system obligations, such as the DPTR. At the completion of its review, NYSE Regulation will provide firms
with adequate notice to make any necessary technical changes to their systems.

Accordingly, NYSE Regulation is extending the deadline for the new Program Trading reporting obligations,
i.e., the newly defined “J” and “K” account type indicators, to January 30, 2009. Note that as discussed in
Information Memo 08-04, the requirement of filing DPTRs in the prescribed format by T+2, as is presently
required, remain in effect and will continue pending the review of the broader reporting obligations.

IV. Staff Contacts

Questions regarding this Information Memo and any additional questions regarding program trading may be
directed to:

Aleksandra Radakovic, Managing Director, Market Surveillance, at (212) 656-4144 Michael Graham,
Director, Market Surveillance, at (212) 656-4519

___________________________

John F. Malitzis

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.
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April 29, 2008

   TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: EXTENSION OF DEADLINE OF NEW PROGRAM TRADING REPORTING OBLIGATIONS

I. Purpose

The purpose of this Information Memo is to advise members and member organizations that the deadline for
firms to revise the trade reporting obligations with respect to certain Program Trading account type codes has
been extended to January 30, 2009 in order to address recent concerns raised by member organizations
regarding technology and implementation of account types “J” and “K.” The NYSE Regulation Division of
Market Surveillance (“MKS”) would like to further review these issues as well as their impact in connection
with the Daily Program Trading Report (“DPTR”). In light of these facts, MKS is deferring the implementation
of the revised account type “J” and “K” until these issues are evaluated in the overall context other trade
reporting obligations for program trading.

II. Background

On June 11, 2007 MKS issued Info Memorandum 07-52 which set forth, among other regulatory
requirements, new program trading obligations for member organizations. In order to streamline the reporting
process, two of the existing eight Program Trading related audit trail account types, account types J and K,
were redefined. The new Program Trading audit trail account type indicators, as defined by IM 07-52 were as
follows:

• C- Proprietary, Non-Algorithmic Program Trade

• D- Proprietary, Index Arbitrage

• J- Proprietary, Algorithmic Program Trading (New Definition)

• K- Agency, Algorithmic Program Trading (New Definition)

• M- Agent for other Member, Index Arbitrage

• N- Agent for other Member, Non-Algorithmic Program Trade

• U- Agency, Index Arbitrage

• Y- Agency, Non-Algorithmic Program Trade

Programs that were previously entered with an account type of “J” (previously identifying an account as
individual program trade index arbitrage) were re-designated as account type “U”, and those that had been
entered with an account type of “K” (previously identifying an account as individual program trading non-
index arbitrage) were re-designated with an account type of “Y.” The new account type indicators became
effective immediately upon publication of Information Memo 07-52 and a deadline of September 30, 2007 was
established for compliance with the new account type indicator definitions.

In Information Memo 07-88, dated August 31, 2007, NYSE Regulation advised members and member
organizations that the deadline for firms to revise their trade reporting obligations for Program Trading had
been extended to January 31, 2008.

In Information Memo 08-04, dated January 16, 2008, NYSE Regulation advised members and member
organizations that the deadline for firms to revise their trade reporting obligations for Program Trading had
been extended to June 2, 2008.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

55

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P08-25%2909013e2c855b3c76?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


III. Extended Deadline for New Program Trading Reporting Obligations

In response to concerns raised by member firms, NYSE Regulation is reviewing the implementation of the
amendment of the “J” and “K” account identifiers in connection with amendments to other program trading
system obligations, such as the DPTR. At the completion of its review, NYSE Regulation will provide firms
with adequate notice to make any necessary technical changes to their systems.

Accordingly, NYSE Regulation is extending the deadline for the new Program Trading reporting obligations,
i.e., the newly defined “J” and “K” account type indicators, to January 30, 2008. Note that as discussed in
Information Memo 08-04, the requirement of filing DPTRs in the prescribed format by T+2, as is presently
required, remain in effect and will continue pending the review of the broader reporting obligations.

IV. Staff Contacts

Questions regarding this Information Memo and any additional questions regarding program trading may be
directed to:

Aleksandra Radakovic, Managing Director, Market Surveillance, at (212) 656-4144 Michael Graham,
Director, Market Surveillance, at (212) 656-4519

___________________________

John F. Malitzis

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.
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April 22, 2008

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: REVISED-NEW RESERVE ORDER TYPE AND DO NOT DISPLAY E-QUOTES - AMENDMENT
OF RULE 13 AND RULE 70

NOTE: This Information Memo revises and supersedes the previously issued Information Memo
08-23, dated April 21, 2008. This revised Information Memo clarifies that the amendment to Exchange
Rule 70.20(h) is a permanent rule change that applies to all securities traded on the Exchange. It is
not limited to the securities included in the Reserve Order Pilot.

The purpose of this Information Memo is to announce the implementation of a new order type “Reserve
Order,“ that will be supported by the New York Stock Exchange beginning April 23, 2008. This new order
type will enable market participants to directly enter orders with reserve interest electronically in Exchange
systems for execution. The new order type will be available initially in a 100-stock pilot and is expected to run
until the end of September 2008. A list of the 100 pilot stocks is attached to this Information Memo.

In addition, the Exchange has amended Exchange Rule 70.20 to permit Floor broker agency interest removed
from the aggregated agency interest information to participate in manual executions.

Reserve Orders

A Reserve Order, as defined in Exchange Rule 13, is a limit order for which a portion of the interest is to
be published (displayed) when it is or becomes the Exchange best bid or offer, and for which a portion of
the interest is not displayed, i.e., is in “reserve”. Reserve Orders may be placed at any price. The ability to
have reserve interest has been available to Floor brokers and specialists since the inception of the Exchange
Hybrid Market Initiative in 2005.

Market participants that choose to enter Reserve Orders must specify information with respect to the price
and size of the order and the amount of interest to be displayed. Reserve Orders will have a minimum
published or “displayed” amount of one round lot, which for most of the securities traded on the Exchange
is 100 shares. However, at the time of order entry customers may determine the specific amount to be
displayed above this minimum requirement of one round lot. The published amount is displayed on the NYSE
trading floor and on NYSE OpenBook®. Both the displayed and the nondisplayed portion are available for
automatic execution against incoming contra side orders. Reserve Orders have the ability to automatically
replenish the displayed amount of interest at the Exchange BBO when trades reduce or exhaust such
displayed interest. When the displayed size of a Reserve Order is replenished from the reserve, the time
sequence of the remaining original displayed quantity (if any) will retain its original time sequence, while the
replenished displayed quantity will be assigned a time sequence based on the time it is replenished.

With respect to the portion of Reserve Orders that is not displayed, this interest will be available for execution
only after all displayed interest at the Exchange bid or offer has been executed.

Execution of Reserve Interest During a Manual Transaction

While the majority of transactions on the Exchange are executed electronically, there are times when manual
execution is required. In these situations, specialists seek information on the available interest at various price
points to determine the appropriate price at which to complete the manual execution. As with reserve interest
in a Floor broker's agency interest file, information on reserve interest entered directly into Exchange systems
through Reserve Orders will be made available to the specialist only in the aggregate at each price point for
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the express purpose of the specialist effecting a manual execution. The reserve interest is not distinguished
from other interest available to be executed at a specific price point. Rather, Exchange systems display to the
specialist the total number of shares available for execution at the price point and include reserve interest in
the total number. In this manner such reserve interest will be available for trades that take place on the Floor
of the Exchange that will not be conducted automatically.

Amendment of Rule 70.20

Any reserve interest in the Floor broker agency interest file that is priced at or becomes the Exchange best
bid or offer is displayed to the specialist on an aggregated basis along with any other interest that is available
at the same price. However, pursuant to Rule 70.20(g), a Floor broker has the discretion to remove his or
her agency interest, including any reserve interest at the best bid (offer), from the aggregate information
available to the specialist. Floor broker agency interest excluded from the aggregate information available
to the specialist would not be included in a specialist's response to a member's market probe in accordance

with Exchange Rule 115. 1   Floor broker agency interest removed from the aggregate information is eligible
to participate in automatic executions; however, it is not eligible to participate in manual executions. The
Floor broker is responsible for ensuring that agency interest removed from the aggregate information is
properly represented with respect to any manual trade that may occur because the specialist will not have
any knowledge of such interest. As a result, excluded interest may be executed at an inferior price because
that information is not visible to the specialist.

In order to provide its customers with the best possible execution experience, the Exchange has amended
Exchange Rule 70.20(h) to permit agency interest removed from the aggregated agency interest information
to participate in manual executions. As such, those orders will no longer be at the risk of being executed at
inferior prices.

In order to permit agency interest removed from the aggregated agency interest information to participate
in manual executions, Exchange systems will include excluded interest in the aggregated agency interest
displayed to the specialist only during the execution of a manual trade.

To ensure that information regarding agency interest that has been removed from the aggregated agency
interest eligible for participation in manual executions is used solely for the purposes of executing a manual
trade, the Exchange further amended Exchange Rule 70.20(h) to add section (ii). The added section 70.20(h)
(ii) prohibits specialists, trading assistants or anyone acting on their behalves from using the Display Book to
access information about Floor broker agency interest that has been excluded from the aggregated agency
interest, unless there is a reasonable expectation on the part of such specialist, trading assistant or other
person acting on their behalves that a transaction will take place imminently for which such agency interest
information is necessary to effect the transaction.

The prohibition set forth in Exchange Rule 70.20(h)(ii) is a permanent change to the rule that applies
to all securities traded on the Exchange. It is not limited to the securities included in the Reserve
Order Pilot. Members and member organizations should be advised that a pattern and practice of specialists
accessing agency interest removed from the aggregated agency interest information without trading may
constitute a violation of Rule 70.20.

Questions concerning this memorandum may be addressed to: Paul J. Bauccio, Vice President Floor
Operations at (212) 656-2929, Robert Airo Vice President Sales & Relationship Mgmt at (212) 656-5663 or
Deanna Logan, Associate General Counsel at (212) 656-2389.

___________________________

Vivian Maese

Senior Vice President

Office of General Counsel
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Attachments

PILOT SECURITIES
 

SYMBOL CORPORATION NAME
 

1. AA Alcoa Inc.
 

2. ABX Barrick Gold Corp.
 

3. AG AGCO Corp
 

4. AGU Agrium Inc
 

5. AIG American Intl. Group
 

6. AMR AMR Corp.
 

7. AMT American Tower Corp.
 

8. ARA Aracruz Cellulose S A
 

9. AU Anglo Gold Ashanti Ltc
 

10. AUY Yamana Gold Inc.
 

11. AXP American Express Co.
 

12. BA Boeing Company
 

13. BAC Bank of America Corp.
 

14. BGP Borders Group
 

15. BHP BHP Billion Ltd
 

16. BMC BMC Software Inc.
 

17. BSC Bear Stearns Cos Inc.
 

18. BTU Peabody Energy Inc
 

19. C Citigroup Inc
 

20. CAT Caterpillar & Inc.
 

21. CFC Country Wide Fincl Corp
 

22. CNP Centerpoint Energy Inc Hldg
 

23. COF Capital One Fincl Corp.
 

24. CVX Chevron Corp.
 

25. DD DuPont E I De Nemours & Co
 

26. DDR Developers Diversified Realty
 

27. DIS Walt Disney Company (The)
 

28. DNA Genetech Inc
 

29. ELN Elan Corp Inc
 

30. EXM Excel Maritime Carriers Ltd
 

31. FCX Freeport McMoran Corp.
 

32. FLR Fluor Corp
 

33. FMD First Marblehead Corp
 

34. FNM Fannie Mae
 

35. FRE Freddie Mac
 

36. GA Giant Interactive Inc
 

37. GBM General Motors Corp
 

38. GE General Electric Co.
 

39. GEF Greif Inc
 

40. GG Goldcorp Inc.
 

41. GLW Corning Inc.
 

42. GM General Motors Corp.
 

43. GME Gamestop Corp.
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44. HAL Halliburton Co Hldg Company
 

45. HD Home Depot Inc.
 

46. HK Petrohawk Energy Corp.
 

47. HOT Starwood Hotels & Resorts
 

48. HPQ Hewlett Packard Co
 

49. IBM Intl. Business Machines
 

50. ICE Intercontinental Exchange
 

51. JNJ Johnson & Johnson
 

52. JPM JP Morgan Chase & Co.
 

53. KMX Carmax Inc
 

54. KO Coca Cola Co.
 

55. LDK LDK Solar Co. Inc
 

56. LEH Lehman Brothers Holdings Inc
 

57. LIZ Liz Claiborne Inc
 

58. MBI MBIA Inc.
 

59. MCD McDonalds Corp.
 

60. MCO Moody's Corporation
 

61. MER Merrill Lynch & Co Inc.
 

62. MGI Moneygram Intl. Inc.
 

63. MMM 3M Company
 

64. MRK Merck & Co Inc.
 

65. MS Morgan Stanley
 

66. MTG MGIC Investment Corp
 

67. NDN 99 Cents Only Stores
 

68. NM Navios Maritime Hldgs.
 

69. NRG NRG Energy
 

70. NYX NYSE Euronext
 

71. PBRA Petro Brasilero S.A.
 

72. PCS Metropcs Communications
 

73. PCU Southern Copper Corp
 

74. PFE Pfizer Inc.
 

75. PG Proctor & Gamble Co.
 

76. PLD ProLogis
 

77. PMI PMI Inc
 

78. PTR Petrochina Co. Ltd
 

79. RCL Royal Caribbean Cruises
 

80. RIO Comphania Vale Do Rio Dolce
 

81. SF Stifel Fincl. Corp
 

82. SKM SK Telecom Ltd Inc.
 

83. SLM SLM Corp
 

84. SNP China Petroleum & Chemical
 

85. STI Suntrust Banks Inc
 

86. T AT&T Inc.
 

87. TGT Target Corporation
 

88. TRA Terra Inds Inc
 

89. UBB Unibanco Uniao De Bancos
 

90. UTX United Technologies Corp.
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91. VIP Vimpel Communications
 

92. VZ Verizon Communications
 

93. WB Wachovia Corp
 

94. WFC Wells Fargo & co.
 

95. WLP Wellpoint Inc
 

96. WM Washington Mutual Inc.
 

97. WMI Waste Management Inc.
 

98. WMT Wal Mart Stores Inc.
 

99. X United States Steel Corp.
 

100. XOM Exxon Mobil Corp.
 

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Pursuant to Exchange Rule 115(iii) a specialist may provide information about orders contained in
the Display Book referred to also as a market probe, "…to provide information about buying or selling
interest in the market, including aggregated buying or selling interest contained in Floor broker agency
interest files other than interest the broker has chosen to exclude from the aggregated buying and selling
interest in response to an inquiry from a member conducting a market probe in the normal course of
business."
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 08-23
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April 21, 2008

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: New Reserve Order Type and Do Not Display E-Quotes-Amendment of Rule 13 and Rule 70

The purpose of this Information Memo is to announce the implementation of a Reserve Order that
will be supported by the New York Stock Exchange beginning April 23, 2008. This new order type
will enable market participants to directly enter orders with reserve interest electronically in Exchange
systems for execution. The new order type will be available initially in a 100-stock pilot and is expected
to run until the end of September 2008. A list of the 100 pilot stocks is attached to this Information
Memo.

In addition, the Exchange has amended Exchange Rule 70.20 to permit Floor broker agency interest
removed from the aggregated agency interest information to participate in manual executions.

Reserve Orders

A Reserve Order, as defined in Exchange Rule 13, is a limit order for which a portion of the interest
is to be published (displayed) when it is or becomes the Exchange best bid or offer, and for which
a portion of the interest is not displayed, i.e., is in “reserve”. Reserve Orders may be placed at any
price. The ability to have reserve interest has been available to Floor brokers and specialists since the
inception of the Exchange Hybrid Market Initiative in 2005.

Market participants that choose to enter Reserve Orders must specify information with respect to the
price and size of the order and the amount of interest to be displayed. Reserve Orders will have a
minimum published or “displayed” amount of one round lot, which for most of the securities traded on
the Exchange is 100 shares. However, at the time of order entry customers may determine the specific
amount to be displayed above this minimum requirement of one round lot. The published amount
is displayed on the NYSE trading floor and on NYSE OpenBook ®. Both the displayed and the non-
displayed portion are available for automatic execution against incoming contra side orders. Reserve
Orders have the ability to automatically replenish the displayed amount of interest at the Exchange
BBO when trades reduce or exhaust such displayed interest. When the displayed size of a Reserve
Order is replenished from the reserve, the time sequence of the remaining original displayed quantity
(if any) will retain its original time sequence, while the replenished displayed quantity will be assigned a
time sequence based on the time it is replenished.

With respect to the portion of Reserve Orders that is not displayed, this interest will be available for
execution only after all displayed interest at the Exchange bid or offer has been executed.

Execution of Reserve Interest During a Manual Transaction

While the majority of transactions on the Exchange are executed electronically, there are times when
manual execution is required. In these situations, specialists seek information on the available interest
at various price points to determine the appropriate price at which to complete the manual execution.
As with reserve interest in a Floor broker's agency interest file, information on reserve interest entered
directly into Exchange systems through Reserve Orders will be made available to the specialist only
in the aggregate at each price point for the express purpose of the specialist effecting a manual
execution. The reserve interest is not distinguished from other interest available to be executed at a
specific price point. Rather, Exchange systems display to the specialist the total number of shares
available for execution at the price point and include reserve interest in the total number. In this manner
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such reserve interest will be available for trades that take place on the Floor of the Exchange that will
not be conducted automatically.

Amendment of Rule 70.20

Any reserve interest in the Floor broker agency interest file that is priced at or becomes the Exchange
best bid or offer is displayed to the specialist on an aggregated basis along with any other interest that
is available at the same price. However, pursuant to Rule 70.20(g), a Floor broker has the discretion
to remove his or her agency interest, including any reserve interest at the best bid (offer), from the
aggregate information available to the specialist. Floor broker agency interest excluded from the
aggregate information available to the specialist would not be included in a specialist's response to

a member's market probe in accordance with Exchange Rule 115. 1   Floor broker agency interest
removed from the aggregate information is eligible to participate in automatic executions; however,
it is not eligible to participate in manual executions. The Floor broker is responsible for ensuring that
agency interest removed from the aggregate information is properly represented with respect to any
manual trade that may occur because the specialist will not have any knowledge of such interest. As a
result, excluded interest may be executed at an inferior price because that information is not visible to
the specialist.

In order to provide its customers with the best possible execution experience, the Exchange has
amended Exchange Rule 70.20(h) to permit agency interest removed from the aggregated agency
interest information to participate in manual executions. As such, those orders will no longer be at the
risk of being executed at inferior prices.

In order to permit agency interest removed from the aggregated agency interest information to
participate in manual executions, Exchange systems will include excluded interest in the aggregated
agency interest displayed to the specialist only during the execution of a manual trade.

The Exchange has further amended Exchange Rule 70.20(h) to add section (ii) to prohibit specialists,
trading assistants and anyone acting on their behalf from using the Display Book to access information
about Floor broker agency interest excluded from the aggregated agency interest other than in
situations where there is a reasonable expectation on the part of such specialist, trading assistant
or other person acting on their behalf that a transaction will take place imminently for which such
agency interest information is necessary to effect such transaction. A pattern and practice of specialists
accessing reserve order information without trading may constitute a violation of Rule 70.20.

Questions concerning this memorandum may be addressed to: Paul J. Bauccio, Vice President
Floor Operations at (212) 656-2929, Robert Airo Vice President Sales & Relationship Mgmt at (212)
656-5663 or Deanna Logan, Associate General Counsel at (212) 656-2389.

_____________________________

Vivian Maese

Senior Vice President

Office of General Counsel

Attachments

PILOT SECURITIES
 

SYMBOL CORPORATION NAME
 

1. AA Alcoa Inc.
 

2. ABX Barrick Gold Corp.
 

3. AG AGCO Corp
 

4. AGU Agrium Inc
 

5. AIG American Intl. Group
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6. AMR AMR Corp.
 

7. AMT American Tower Corp.
 

8. ARA Aracruz Cellulose S A
 

9. AU Anglo Gold Ashanti Ltc
 

10. AUY Yamana Gold Inc.
 

11. AXP American Express Co.
 

12. BA Boeing Company
 

13. BAC Bank of America Corp.
 

14. BGP Borders Group
 

15. BHP BHP Billion Ltd
 

16. BMC BMC Software Inc.
 

17. BSC Bear Stearns Cos Inc.
 

18. BTU Peabody Energy Inc
 

19. C Citigroup Inc
 

20. CAT Caterpillar & Inc.
 

21. CFC Country Wide Fincl Corp
 

22. CNP Centerpoint Energy Inc Hldg
 

23. COF Capital One Fincl Corp.
 

24. CVX Chevron Corp.
 

25. DD DuPont E I De Nemours & Co
 

26. DDR Developers Diversified Realty
 

27. DIS Walt Disney Company (The)
 

28. DNA Genetech Inc
 

29. ELN Elan Corp Inc
 

30. EXM Excel Maritime Carriers Ltd
 

31. FCX Freeport McMoran Corp.
 

32. FLR Fluor Corp
 

33. FMD First Marblehead Corp
 

34. FNM Fannie Mae
 

35. FRE Freddie Mac
 

36. GA Giant Interactive Inc
 

37. GBM General Motors Corp
 

38. GE General Electric Co.
 

39. GEF Greif Inc
 

40. GG Goldcorp Inc.
 

41. GLW Corning Inc.
 

42. GM General Motors Corp.
 

43. GME Gamestop Corp.
 

44. HAL Halliburton Co Hldg Company
 

45. HD Home Depot Inc.
 

46. HK Petrohawk Energy Corp.
 

47. HOT Starwood Hotels & Resorts
 

48. HPQ Hewlett Packard Co
 

49. IBM Intl. Business Machines
 

50. ICE Intercontinental Exchange
 

51. JNJ Johnson & Johnson
 

52. JPM JP Morgan Chase & Co.
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53. KMX Carmax Inc
 

54. KO Coca Cola Co.
 

55. LDK LDK Solar Co. Inc
 

56. LEH Lehman Brothers Holdings Inc
 

57. LIZ Liz Claiborne Inc
 

58. MBI MBIA Inc.
 

59. MCD McDonalds Corp.
 

60. MCO Moody's Corporation
 

61. MER Merrill Lynch & Co Inc.
 

62. MGI Moneygram Intl. Inc.
 

63. MMM 3M Company
 

64. MRK Merck & Co Inc.
 

65. MS Morgan Stanley
 

66. MTG MGIC Investment Corp
 

67. NDN 99 Cents Only Stores
 

68. NM Navios Maritime Hldgs.
 

69. NRG NRG Energy
 

70. NYX NYSE Euronext
 

71. PBRA Petro Brasilero S.A.
 

72. PCS Metropcs Communications
 

73. PCU Southern Copper Corp
 

74. PFE Pfizer Inc.
 

75. PG Proctor & Gamble Co.
 

76. PLD ProLogis
 

77. PMI PMI Inc
 

78. PTR Petrochina Co. Ltd
 

79. RCL Royal Caribbean Cruises
 

80. RIO Comphania Vale Do Rio Dolce
 

81. SF Stifel Fincl. Corp
 

82. SKM SK Telecom Ltd Inc.
 

83. SLM SLM Corp
 

84. SNP China Petroleum & Chemical
 

85. STI Suntrust Banks Inc
 

86. T AT&T Inc.
 

87. TGT Target Corporation
 

88. TRA Terra Inds Inc
 

89. UBB Unibanco Uniao De Bancos
 

90. UTX United Technologies Corp.
 

91. VIP Vimpel Communications
 

92. VZ Verizon Communications
 

93. WB Wachovia Corp
 

94. WFC Wells Fargo & co.
 

95. WLP Wellpoint Inc
 

96. WM Washington Mutual Inc.
 

97. WMI Waste Management Inc.
 

98. WMT Wal Mart Stores Inc.
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99. X United States Steel Corp.
 

100. XOM Exxon Mobil Corp.
 

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Pursuant to Exchange Rule 115(iii) a specialist may provide information about orders contained in
the Display Book referred to also as a market probe, "…to provide information about buying or selling
interest in the market, including aggregated buying or selling interest contained in Floor broker agency
interest files other than interest the broker has chosen to exclude from the aggregated buying and selling
interest in response to an inquiry from a member conducting a market probe in the normal course of
business."
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Number 08-22
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April 14, 2008

   TO: ALL SPECIALISTS AND SPECIALIST ORGANIZATIONS

SUBJECT: USE OF THE DISPLAY BOOK FREEZE MODE - REGULATION NMS RULE 604 AND NYSE
RULE 79A.15

I. Purpose

The purpose of this Information Memo is to remind specialists and specialist member organizations that the
federal securities laws and rules, as well as rules of the NYSE, require the timely display of incoming limit
orders. Extended use of the freeze function in the Display Book®, either by invoking an Explicit Freeze or
by inappropriately invoking other functions in the Display Book that result in an Implicit Freeze, can result in
incoming limit orders not being timely displayed. Accordingly, such conduct is prohibited.

Specialist member organizations are also reminded they must have adequate supervisory policies and
procedures to detect and deter limit order display rule violations resulting from inappropriate use of the freeze
mode.

II. Background

Pursuant to Regulation NMS Rule 604 and NYSE Rule 79A.15, collectively referred to as the “Limit Order
Display Rule,” all limit orders that would improve the specialist's quoted price and/or size and designated for
display (i.e., limit orders that are not designated as “do not display”) must be publicly displayed immediately
upon receipt in the Display Book. The SEC has interpreted the term “immediately” to mean as soon as
practicable. This time period begins when the specialist receives the order, which is defined as the time the
order enters the Display Book database (also referred to as “DBTIME”).

Specialists currently have the ability to freeze the Display Book in certain limited circumstances, referred to as
Implicit Freezes and Explicit Freezes:

An Implicit Freeze occurs when the specialist (or trading assistant) calls up a trade template in the Display
Book, such as the Smart Report Template, Smart Report Template in Block Mode, or the Last Sale Template.
As a result of calling up the template, the Display Book automatically freezes the security in the active
Display Book window, which prevents any new messages (either orders or cancellations) in that security
from entering the Display Book, and causes them to queue for the duration of the Implicit Freeze. When a
specialist or trading assistant closes the template (either by canceling the trade report action or completing
the action and pressing the “Done” key), the Display Book automatically unfreezes the security, which allows
the queued messages in that security to enter the book.

An Explicit Freeze occurs when, prior to the Opening (whether on a trade or quote, including during a Trading
Halt) the specialist requests a freeze by striking the “Freeze” key located on the Display Book keyboard.
Like Implicit Freezes, an Explicit Freeze prevents incoming orders from entering the Display Book until the
specialist or trading assistant unfreezes the book.

III. Improper Freezing of the Display Book Prohibited

Specialists and specialist member organizations are advised that in order to comply with the Limit Order
Display Rule, a specialist must display immediately upon receipt those customer orders that would improve
the specialist's quoted price and/or size. Accordingly, improper or excessive use of the freeze functionality in
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Display Book is prohibited, since (as described more fully below), it may interfere with the posting of customer
orders.

When the specialist or trading assistant freezes the Display Book, he or she is inhibiting the display of
eligible customer orders that may be entered through a number of means, including the Designated Order
Turnaround System (“SuperDot”). The effect of the freeze is that these orders which were not immediately
auto-executed upon arrival are not immediately displayed or placed on the Display Book, despite being
display-eligible, in violation of the Limit Order Display Rule.

Because freezes of the Display Book can inhibit the display of eligible limit orders, specialists and specialist
member organizations are reminded that unnecessary or unreasonable use of the Display Book's trade
templates to implicitly freeze the Display Book may violate the Limit Order Display Rule, since such actions
prevent orders from being properly displayed. Similarly, it would also violate the Limit Order Display Rule to
keep these templates open for an unwarranted period of time, since this would inhibit display-eligible orders
from being displayed immediately.

Specialists and specialist member organizations are further advised that using the Display Book's Freeze key
to invoke an Explicit Freeze prior to the Opening trade or quote (or during a Trading Halt) may also violate
applicable NYSE and SEC rules and regulations, since the Explicit Freeze prevents orders from entering the
book and prevents the specialist from viewing the accurate, updated status of the book and eligible customer
limit orders queue in the system until the freeze is ended. Accordingly, specialists and trading assistants
should avoid using the Explicit Freeze functionality for an unreasonable, excessive, or unwarranted period of
time.

NYSE Regulation recognizes that the appropriateness of freezing the book and the appropriate length of a
freeze event will depend on the facts and circumstances in the market at the time of the freeze. Even so, as
a general rule, specialists and trading assistants should freeze the Display Book (either implicitly or explicitly)
for only the minimum time necessary to complete the discrete transaction, and then immediately return the
Display Book to its normal method of operation.

IV. Member Firm Compliance

Specialist member organizations are reminded that pursuant to Exchange Rule 342 they must have adequate
supervisory policies and procedures to detect and deter limit order display violations, including inappropriate
use of the Explicit Freeze and Implicit Freeze functionalities. Firms should use these policies and procedures
in conjunction with a robust compliance program that includes supervisory procedures that are adequate to
detect and deter violations of NYSE and SEC rules.

V. Staff Contacts

Questions concerning compliance with the limit orders display rules or use of the Display Book freeze mode
may be directed to:

John Saxton, Director, Market Surveillance, at (212) 656-2343

Patricia Bergholc, Director, Market Surveillance, at (212) 656-4948.

____________________________

John F. Malitzis

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.
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April 9, 2008

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENT TO RULE 104.10 REGARDING SPECIALIST STABILIZING TRANSACTIONS
AND EXTENSION OF CONDITIONAL TRANSACTIONS PILOT IN ALL SECURITIES

The purpose of this Information Memo is to advise members and member organizations that the NYSE has
submitted to the Securities and Exchange Commission (the “Commission”), for immediate effectiveness,
a filing to extend the operation of the pilot regarding specialist stabilization requirements applicable to
Conditional Transactions under Rule 104.10(6) in all securities. The Stabilization Pilot program will now
extend to June 30, 2008.

On October 26, 2007, the Commission approved the ability of NYSE specialists to effect Conditional
Transactions pursuant to Exchange Rule 104.10(6) in all securities traded on the NYSE to operate as a
pilot, initially through March 31, 2008. Conditional transactions are specialists' transactions that establish or
increase a position and reach across the market to trade as the contra-side to the Exchange published bid
or offer. Under this current Conditional Transaction Pilot, NYSE specialists are allowed to effect Conditional
Transactions in all securities traded on the NYSE.

As a result of the Stabilization Pilot extension, the provisions with respect to Conditional Transactions will
continue through June 30th. Members and member organizations should refer to Information Memo 07-105
for details regarding the Stabilization Pilot Program.

Questions concerning this memo may be directed to Clare Saperstein at 212-656-2355, Patricia Bergholc at
212-656-4948 or John Saxton at 212-656-2324.

___________________________

John F. Malitzis

Executive Vice President

Market Surveillance
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April 9, 2008

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: MORATORIUM ON QUALIFICATION AND REGISTRATION OF NEW COMPETITIVE TRADERS
(“CTs”) AND REGISTERED COMPETITIVE MARKET MAKERS (“RCMMs”)

The New York Stock Exchange has extended the moratorium on the qualification and registration of new
CTs and RCMMs for an additional three months, until on or about June 30, 2008. The extension will allow
the Exchange additional time to finalize its determination as to the roles of CTs and RCMMs in the NYSE
marketplace

Further, please be aware that the modification to the moratorium that was effective on February 24, 2006
to allow RCMM firms to replace an existing RCMM, who relinquishes his or her registration and ceases to
conduct business as an RCMM with a newly qualified and registered RCMM, remains unchanged by this

current extension. 1 

Questions concerning this memorandum may be addressed to:

Brett Kofman, Director, Market Surveillance, at 212-656-2041.

Jennifer D. Kim, Office of the General Counsel, at 212-656-6438.

___________________________

Vivian Maese

Senior Vice President

Office of General Counsel

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Content contained herein.

Footnotes

1  See Securities Exchange Act Release No. 53549 (March 24, 2006), 71 FR 16388 (March 31, 2006) (SR-
NYSE-2006-11).
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April 9, 2008

   ATTENTION: CHIEF EXECUTIVE OFFICER AND MANAGING PARTNER, CHIEF FINANCIAL OFFICER,
CHIEF OPERATIONS OFFICER, AND CHIEF COMPLIANCE OFFICER

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: MORATORIUM ON THE USE AND ADMINISTRATION OF THE SPECIALIST PERFORMANCE
EVALUATION QUESTIONNAIRE (“SPEQ”), ORDER REPORTS/ADMINISTRATIVE RESPONSES AND
SUPERDOT TURNAROUND PURSUANT TO EXCHANGE RULES 103A and 103B.

Please be advised that the New York Stock Exchange (the “Exchange”) has extended the moratorium on the

administration of the Specialist Performance Evaluation Questionnaire (“SPEQ”) (“Moratorium”) 1   to June
30, 2008. During the extension of the Moratorium, the Exchange will continue to suspend the use of Order
Reports/Administrative Responses and SuperDot® turnaround as objective measures in the assessment of
specialist performance. The SPEQ and Order Reports/Administrative Responses will continue to be removed
from the criteria for specialist improvement actions pursuant to Exchange Rules 103A and 103B during the
extension of the Moratorium.

Questions concerning this memorandum may be addressed to:

Jennifer D. Kim, Counsel, Office of the General Counsel at 212-656-6438 Ellen Duttweiler, Director,
Committee Support at 212-656-2231.

___________________________

Vivian Maese

Senior Vice President

Office of General Counsel
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Footnotes

1  See Securities Exchange Act Release No. 55852 (June 4, 2007), 72 FR 31868 (June 8, 2007)
(NYSE-2007-47).
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April 3, 2008

   TO: ALL SPECIALISTS AND SPECIALIST ORGANIZATIONS

SUBJECT: ENHANCEMENTS TO IDTRACK TO PERMIT INTRA-DAY ROLE CHANGES BY SPECIALISTS
AND TRADING ASSISTANTS

I. Purpose

The purpose of this memorandum is to alert specialists, specialist organizations, and their employees
regarding (i) certain enhancements to IDTrack (the “ID Track Supplemental Component”); (ii) changes to
NYSE Membership notification process; and (iii) a special mandatory education program on IDTrack.

II. Background

All specialists and specialist trading assistants are required to log into and out of the Exchange's IDTrack
system each time they commence or cease their activity in the specialty securities. Currently, individuals who
are qualified as both specialists and trading assistants may only move onto and off a specialist trading license
overnight, and may not change roles intraday. In response to requests from specialist member organizations
for additional flexibility in staffing posts on Floor, the Exchange has enhanced IDTrack to permit intra-day role
changes.

III. Intra-day Role Change Within IDTrack

Beginning on Tuesday April 8, 2008, the NYSE will implement changes to the NYSE Membership and
IDTrack systems that will enable individuals qualified to act as specialists to move on and off a license intra-
day without prior notification to NYSE Membership Services.

In connection with this change, all existing qualified specialist trading assistants will be issued a special
license number that will enable them to log into IDTrack and indicate their role as either a Specialist or a
Clerk. Enhancements to the IDTrack system will allow all specialists and qualified specialist trading assistant
to log their role (either specialist of trading assistant) using a new button located on the IDTrack login screen
(rather than the current method of using the ‘Comments’ field when acting in a role not identified in IDTrack).
Once issued their ‘special license’, that time onward will apply towards the qualified specialist clerk's Orange
Badge and Orange Stripe requirements.

As a result of this new functionality, beginning April 8, 2008, specialist member organizations no longer need
to notify NYSE Membership services of role swaps due to vacations, sick days, etc. Firms must, however,
continue to notify NYSE Membership services regarding newly hired specialists and trading assistants;
terminations of specialists or trading assistants, initial activation as a qualified specialist trading assistant; and
any changes to the status of a permanent specialist.

Specialist member organizations and their employees are advised that all rules regarding training and
certification of a qualified specialist clerk continue in effect and must be complied with.

IV. Supervision

Specialist firms are reminded that pursuant to NYSE Rule 342, they are required to ensure that they have
adequate policies and written procedures in place detect, deter, and prevent conduct inconsistent with NYSE
Rules 54 and 103.12, including:
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• The number of trading licenses in relation to the number of individuals acting in the capacity of a
specialist;

• Specialists and qualified specialist clerks must continue to properly log their role in IDTrack at the
beginning of the day as well as any intra-day role changes.

V. Training

Mandatory training sessions will begin on Wednesday, April 2, 2008 and must be completed no later than
Monday April 7, 2008. NYSE Market Operations staff will contact each specialist firm to arrange scheduling
for the firm's specialists and trading assistants. All training will take place in Market Surveillance's offices in 30
Broad Street on the 5 th Floor and will take approximately 15-20 minutes to complete.

VI. Staff Contacts

For questions regarding IDTrack training, please contact:

Camille Fredrickson, NYSE Operations, at (212) 656-5390

For questions regarding IDTrack, please contact:

John Saxton, Market Surveillance, at (212) 656-2324 or the On-Floor Surveillance Unit (OFSU) at (212)
656-5017

For questions regarding NYSE membership licenses, please contact:

Eileen McElduff, NYSE Membership Services, at (212) 656-8499.

______________________________

John F. Malitzis

Executive Vice President

Market Surveillance
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April 1, 2008

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW RULE 80B CIRCUIT BREAKER LEVELS FOR SECOND QUARTER 2008

EFFECTIVE April 1, 2008 through June 30, 2008

□ Rule 80B trading halts will be triggered when the Dow Jones Industrial Average (“DJIA”) declines below its
closing value on the previous trading day by:

1,200 points (Level 1)

2,450 points (Level 2)

3,650 points (Level 3)

Rule 80B

Whenever a Rule 80B circuit breaker is in effect, trading in all stocks on the Exchange will halt for the time
periods specified below.

Level 1 Halt

a) before 2:00 p.m. - one hour;

b) at 2:00 p.m. or later but before 2:30 p.m. - 30 minutes;

c) at 2:30 p.m. or later - trading shall continue, unless there is a Level 2 Halt.

Level 2 Halt

a) before 1:00 p.m. - two hours;

b) at 1:00 p.m. or later but before 2:00 p.m. - one hour;

c) at 2:00 p.m. or later - trading shall halt and not resume for the remainder of the day.

Level 3 Halt

At any time - trading shall halt and not resume for the remainder of the day.

A complete discussion of the calculation of trigger values for Rule 80B was published in Information Memo
No. 98-15, dated April 13, 1998.

Questions concerning this Information Memo should be directed as follows:

Daniel M. Labovitz, Vice President, NYSE Regulation, at (212) 656-2081

Patricia Bergholc, Director, NYSE Regulation, at (212) 656-4948

____________________

Richard Ketchum

Chief Executive Officer

Copyright 2019, NYSE Group, Inc. All rights reserved.
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March 28, 2008

   ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, CHIEF FINANCIAL OFFICER/
PARTNER, AND COMPLIANCE AND REGULATORY REPORTING DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: SEC FEE RATE ADVISORY #7

I. Purpose

The purpose of this Information Memo is to advise member organizations that the Securities and Exchange
Commission has announced changes to certain fees charged to registered broker-dealers and other market
participants pursuant to the Securities Act of 1933 (“Securities Act”) and the Securities Exchange Act of 1934
(“Exchange Act”). The changes take effect on April 1, 2008.

II. Background

Under the Investor and Capital Markets Fee Relief Act, annual adjustments are made by the SEC to rates
which are paid under Section 6(b) of the Securities Act and Sections 13(e), 14(g), and 31 of the Exchange
Act.

Pursuant to NYSE Rule 440H (“Activity Assessment Fees”), the Exchange offsets its Section 31 fee
obligations by collecting “Activity Assessment Fees”3 from its member organizations based on securities
transaction data reported by the Depository Trust & Clearing Corporation at a rate equal to that prescribed
under Section 31.

III. Fee Adjustment

As described in the SEC's Fee Rate Advisory # 7 for Fiscal Year 2008, the Commission has determined,
pursuant to Section 31(j) of the Securities Exchange Act of 1934, that it must reduce the Section 31 fee rate.
Accordingly, effective April 1, 2008, the Section 31 fee rate for fiscal 2008 will decrease from the current rate
of $11.00 per million to a revised rate of $5.60 per million.

The Act requires the Commission to adjust the Section 31 fee rate if it estimates that the baseline estimate
of dollar volume for fiscal 2008 that was used to calculate the current annual rate ($11.00 per million)
is reasonably likely to be at least 10 percent greater or less than the actual dollar volume of securities
transactions for fiscal 2008. To make its determination, the Commission used market projections based on
the most recent information on dollar volume of securities transactions thus far in fiscal year 2008.

Member organizations are advised that this rate change does not apply to the Section 31 assessment on
security futures transactions, which will remain at the current rate of $0.0042 per round turn transaction.

IV. Staff and SEC Contacts for Further Information

Any further questions regarding the new fee rate for Section 31 may be directed to the SEC's
Office of Interpretation and Guidance in the Division of Trading and Markets at (202) 551-5777 or
tradingandmarkets@sec.gov. Additionally, you may contact your Finance Coordinator with any questions you
may have regarding this memo.

___________________________
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Richard Ketchum

Chief Executive Officer
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March 27, 2008

   ATTENTION: CHIEF EXECUTIVE OFFICER, CHIEF FINANCIAL OFFICER, LEGAL AND COMPLIANCE
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: FAILURE TO PAY FEES- ADOPTION OF NEW EXCHANGE RULE 309

I. Purpose

On February 14, 2008, the Securities and Exchange Commission approved the adoption of the New York
Stock Exchange LLC (“NYSE” or “Exchange”) Rule 309. Exchange Rule 309 sets forth procedures for the
collection of fees and any other sums due the Exchange not related to fines levied as a result of a disciplinary
action.

II. Background

Exchange Rule 476(k) governs the procedures on the Exchange to address the failure of members and
member organizations to pay a fine (i.e., a fine levied in connection with a disciplinary proceeding and related
fees also associated with a disciplinary proceeding), or any other sum due the Exchange. Examples of other
sums due the Exchange include, but are not limited to, regulatory fees (i.e., Gross Financial and Operational
Combined Uniform Single Report (FOCUS) revenue fees and trading floor regulatory fees), trading license
fees, and transaction charges.

Exchange Rule 476(k) further provides that upon written notice to such members, member organizations or
allied members and notification of the Chairman of the Board of Directors of the Exchange of such arrearage,
the Exchange Board of Directors may suspend the member, member organization or allied member for failure
to pay such arrearages due the Exchange until such payment is made.

Questions by member, member organization or allied member concerning fee(s) due the Exchange will
continue to be reviewed on a case by case basis; however, in order for the Exchange to effect the efficient
operations of its business, the NYSE adopted Exchange Rule 309 to address non-payment of sums due the
Exchange, other than disciplinary fines and related fees governed by Rule 476(k).

III. Exchange Rule 309

Pursuant to Exchange Rule 309, if payment of fees due the Exchange is not made within forty-five days,
notice of the arrearage will be given to the member, member organization or allied member and reported
to Chief Financial Officer (“CFO”) of the Exchange or a designee. The CFO or designee will be responsible
for determining and taking any remedial action he or she deems appropriate, including suspension of the
delinquent member's, member organization's or allied member's access to one or more Exchange facilities.

Types of payments that would be considered a “fee” still include, but are not limited to, regulatory fees (i.e.,
Gross Financial and Operational Combined Uniform Single Report (FOCUS) revenue fees and trading floor
regulatory fees), trading license fees, and transaction charges. Additionally, examples of payments that would
constitute “any other sums” include, but are not limited to, charges for using Exchange Floor facilities and
equipment and phone service charges.

The terms “fees” and “any other sums” in the text of Exchange Rule 309, do not include fines levied in
connection with a disciplinary proceeding. Failure to pay such disciplinary fines will continue to be governed
by the provisions of Rule 476(k). The provisions of Rule 476(k) remain in effect. The Exchange is not
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precluded from presenting notice of any arrearage to the Board pursuant to Exchange Rule 476(k) where
appropriate; however, the adoption of Rule 309 provides an additional remedy for the Exchange to collect
fees due the Exchange.

IV. STAFF CONTACT

Questions concerning this memorandum should be directed to Richard Dowling, Senior Director of US
Shared Services at (212) 656-5244.

___________________________

Vivian Maese

Senior Vice President

Office of General Counsel

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

80

http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 08-14

Click to open document in a browser

March 26, 2008

   Office Of General Counsel
NYSE Regulation, Inc. | 20 Broad Street

New York, NY 10005

nyse.com

NYSE Regulation

ATTENTION: TRADING AND COMPLIANCE

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: PRICE IMPROVEMENT FOR ORDERS IN EQUITY SECURITIES THAT TRADE ON THE
EXCHANGE IN UNITS OTHER THAN 100 SHARES

I. Purpose

The purpose of this Information Memo is to advise members and member organizations that on February
7, 2008, the Exchange amended Rule 104 (Dealings by Specialists) to clarify the number of shares that a
specialist must display in order to use his or her ability to provide price improvement in those equity securities
that trade on the Exchange in units other than 100 shares.

II. Background

On October 2, 2007, the Exchange amended Rules 70 and 104 to reduce the minimum display requirements
to 100 shares for Floor brokers and specialists to utilize the reserve function of Floor broker agency interest
files (commonly known as “e-Quotes”) and specialist interest files (“s-Quotes”). In doing so, the Exchange
referred to the new display requirement in terms of a “round-lot” instead of using the term “shares.” This
change addressed the fact that certain equity securities trade on the Exchange in round-lots that are other
than 100 shares.

III. Amendment to Exchange Rule 104(e)

Exchange Rule 104(e), which governs the specialists' ability to provide price improvement to an order through
the use of an algorithmically generated trading message when the specialist is represented in the bid or
offer in a “meaningful amount” i.e. 1,000 shares for the 100 most active securities on the Exchange, and
500 shares for all other securities on the Exchange, left ambiguous the required displayed quantity for those
equity securities that trade on the Exchange in round-lots that are other than 100 shares.

The Exchange amended the language of Rule 104(e)(ii) to conform it to the amendments of Rule 70.20(c)
and Rule 104(d), by changing the words “1,000 shares” to “ten round-lots” and “500 shares” to “five round-
lots.” The new language clarifies that in order for a specialist to provide price improvement to an order in a
non-active equity security that trades in ten share units the specialist must be represented in the bid or offer in
the amount of at least 50 shares.

Staff Contact
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Questions concerning this memorandum should be directed to Paul Bauccio, Vice President Floor Operations
(212) 656-2929.

___________________________

Vivian Maese

Senior Vice President

Office of General Counsel
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March 20, 2008

   ATTENTION: CHIEF EXECUTIVE OFFICER, CHIEF FINANCIAL OFFICER, MANAGING PARTNERS,
LEGAL AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO RULES 13 AND 124 TO RESCIND LEGACY ORDER TYPES

I. Purpose

The purpose of this Information Memo is to advise members and member organizations that on February 8,
2008, the Exchange amended Rule 13 (Definitions of Orders) and 124 (Odd-Lot Orders ) to rescind certain
order types that required manual processing on the Floor.

II. Background

Currently, orders received by Exchange systems that are marketable upon entry are eligible to be
immediately and automatically executed by Exchange systems. Pursuant to Exchange Rule 13, a customer
was allowed to send in the following orders: “Alternative Order - Either/Or”, “Good Until a Specified Time”,
“Scale Order” and “Switch Order - Contingent Order. Similarly, Rule 124 allowed a customer to send a
“Limited Order, With or Without” and a “Sale Basis Price Order”. These order types printed to paper and
required manual processing on the Floor.

III. Rescission of Orders that Require Manual Processing on the Floor

In the current more electronic environment, order types that require manual intervention pose significant
impediments to the efficient functioning of the Exchange's market. In general, the order types did not provide
the customer with the best opportunities for execution because they required manual intervention which put
the customer at the very real risk of “missing the market.”

The inefficiency of these order types was made obvious by the fact that they were infrequently used by
market participants. Moreover, the desired effect of these order types may also be achieved through the
use of electronic trading. As such Alternative Order - Either/Or, Good Until a Specified Time, Scale Order,
Switch Order - Contingent Order, Limited Order, With or Without and a Sale Basis Price Order are no longer
acceptable order types on the NYSE.

Questions concerning the rescission of these order types may be addressed to Michael DeGaeta, Business
Planning at (212) 656-2211, Deanna Logan, Office of the General Counsel at 212-656-2389 or Gillian Rowe,
Office of the General Counsel at 212-656-4655.

___________________________

Vivian Maese

Senior Vice President

Office of General Counsel
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March 20, 2008

   TO: ALL MEMBER ORGANIZATIONS

SUBJECT: RULE 15 - Pre-Opening Indications

I. Purpose

The purpose of this Information Memo is to advise member organizations that, effective March 24, 2008,
the NYSE has amended NYSE Rule 15 to modify procedures for the dissemination of pre-opening price
information.

II. Background

In December, 2007, in response to customer and market participant requests, the Exchange reinstituted an

updated Exchange Rule 15 (the “Pre-Opening Indications”). 1   Pre-Opening Indications are to be issued
whenever an Exchange specialist, in arranging an opening transaction on the Exchange, anticipates that the
opening transaction will be at a price that represents a change from the security's previous day's consolidated
closing price at more than the ‘applicable price change’. The pre-opening price indication includes the security
and the price range within which the specialist anticipates the opening transaction will occur. The “applicable
price change” is $0.50 where the consolidated closing price of a subject security on the Exchange is under
$100 and $1.00 where the consolidated closing price of a subject security on the Exchange is equal to or
greater than $100.

The pre-opening indications are published to Floor broker hand held devices, overhead displays on the Floor
(FIDs) and to the Info Bus where such data is made available to subscribers of NYSE Market Data Alerts.

III. NYSE Rule 15 Amendments

The NYSE amends Rule 15 to: 1) utilize the previous day's closing price on the NYSE in arranging opening
transactions instead of the consolidated close; 2) utilize the relevant price of the underlying security traded on

its primary foreign market when arranging opening transactions for American Depositary Receipts (“ADRs”) 2 
; and 3) revise the price change parameters.

The amendment to Rule 15 creates five separate price groupings and related price change parameters to
distinguish the trading characteristics of the different priced securities that are set forth below.

 

Exchange Closing Price Applicable Price Change (More Than)
 

Under $20.00 $0.50
 

$20.00 - $49.99 $1.00
 

$50.00 - $99.99 $2.00
 

$100 - $500 $5.00
 

Above $500 1.5%
 

The amendment to Rule 15 further creates a different procedure for pre-opening indications of ADRs. Where
the trading day in the primary foreign market of the security underlying the ADR concludes after trading
on the NYSE for the previous day has ended, but does not resume prior to the opening of the ADR on the
NYSE, the specialist is required to base his or her indications on the change in parity between the closing
price of the primary foreign market and the anticipated opening price of the ADR. Similarly, in instances
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where the security underlying the ADR is still trading on its primary foreign market at the time the specialist
is arranging the opening of such ADR on the NYSE, pre-opening indications will be based on the change in
parity between the anticipated opening price of the ADR and the last sale price of the underlying security on
the primary foreign market.

V. Staff Contacts

Questions regarding NYSE Rule 15 may be directed to:

Deanna Logan, Associate General Counsel, Office of the General Counsel, Gillian Rowe, Senior Counsel,
Office of the General Counsel, at (212) 656-4655, or Paul Bauccio, Vice President, NYSE Operations , at
(212) 656-2929

Regulatory questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in
person at their Booth in the EBR. Questions that are not time sensitive may also be submitted to Ask Market
Surveillance. (For information about the Ask Market Surveillance system, refer to Information Memo 2006-3,
which was issued on January 30, 2006, if you or your firm is not already a subscriber.)

______________________________

Vivian Maese

Senior Vice President

Office of General Counsel

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  The prior Rule 15 ceased to operate on June 30, 2007, with the elimination of all intermarket linkage
plans.

2  See the NYSE glossary which defines an ADR as, "a receipt that is issued by a U.S. depository bank
which represents shares of a foreign corporation held by the bank….ADRs are quoted in U.S. dollars
and trade just like any other stock…"
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March 18, 2008

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Rescission of Exchange Rule Rule 97

I. Purpose

The purpose of this Information Memo is to advise members and member organizations that, effective March
07, 2008 the Securities and Exchange Commission approved the New York Stock Exchange LLC (“NYSE” or
“Exchange”) rescission of NYSE Rule 97 (Limitation on Member's Trading Because of Block Positioning).

II. Background

Former NYSE Rule 97 prohibited a member organization that held any part of a long position in a security in
a proprietary account as a result of a block transaction with a customer from effecting within 20 minutes of the
close of trading on the Exchange, a purchase on a “plus” tick in that security at a price higher than the lowest
price at which any block was acquired in a previous transaction on that day, if the person responsible for the
entry of such order to purchase the security had knowledge of the block position.

III. Rescission of Exchange Rule 97

Rule 97 was established at a time when the majority of block transactions were executed on the Exchange.
However, compliance with Reg. NMS means that the liquidation of a block position typically occurs on
many different market centers. Given today's market structure, the Exchange believes that the technical
requirements of Rule 97 may no longer be appropriate.

Member organizations are reminded however, that any manipulative activity, including marking the
close, violative of existing Exchange Rules or federal securities laws and regulations including, but
not limited to, Rule 10b-5 under the Securities Exchange Act of 1934 (the “Act”), Section 9(a) of the
Act and Exchange Rules 476(a) and 435, will be subject to disciplinary action. Accordingly, members
should review their written supervisory procedures to ensure that they address the potential for
inappropriate trading occurring near the close in any market place when the firm is holding a
significant position as a result of a block transaction.

Other Rule Amendments

The Exchange further removed references to Rule 97 from Exchange Rules 123C and 800.

IV. STAFF CONTACT

Questions concerning the subject of this memorandum may be directed to Deanna Logan, Associate General
Counsel, Office of the General Counsel at (212) 656-2389 or Gillian Rowe, Senior Counsel, Office of the
General Counsel.

___________________________

Vivian Maese

Senior Vice President

Office of General Counsel

Copyright 2019, NYSE Group, Inc. All rights reserved.
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March 18, 2008

   Market Surveillance
NYSE Regulation, Inc. | 11 Wall Street

New York, NY 10005

nyse.com

NYSE Regulation

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: QUARTERLY EXPIRATION - THURSDAY, MARCH 20, 2008

I. Purpose of the Information Memo

March 20, 2008 will be a quarterly Expiration Day for stock and index options and stock and index futures
products whose settlement pricing is based upon Exchange opening or closing prices on that day. Please
note that because the Exchange will be closed on March 21, 2008 (Good Friday), the quarterly
expiration will occur on Thursday, March 20.

This Information Memorandum is being distributed to remind members and member organizations of certain
rules and policies of the Exchange with respect to market-on-close/limiton-close (“MOC/LOC”) order entry
and imbalance publication procedures.

II. S&P Quarterly Rebalance

Standard & Poor's will effect a quarterly share rebalancing of the S&P 500, the S&P MidCap 400, S&P
SmallCap 600 and S&P REIT Composite Indices at the close of business Thursday, March 20, 2008. Details
on these rebalancings are available on S&P's website (www.standardandpoors.com).

In light of the increased automation and automatic execution of the Hybrid Market, members and member
organizations should carefully review their procedures for handling orders in connection with the S&P
quarterly share rebalancing. NYSE Regulation expects members and member organizations to review their
practices for handling orders at or near the Close, particularly with respect to any orders where there is an on-
Close or other price guarantee for those securities that are part of the rebalancing. In this regard, firms should
review their policies and procedures as well as their supervisory systems with respect to handling orders at or
near the Close. This is true for both orders that are handled manually as well as those orders that are handled
systemically, such as orders that are handled by a computer algorithm.

III. Expiration Day Opening Imbalance Publication

Members are reminded that the regular pre-opening procedures outlined in both NYSE Rule 15 and NYSE
Rule 123D will apply on March 20, 2008. Accordingly, specialists should publish indications pursuant to NYSE
Rule 15 as promptly as practicable, but should be mindful of their additional obligations under NYSE Rule
123D to publish one or more indications, under the supervision of a Floor Official, in situations where the
opening price would be affected by an imbalance of buy and sell orders, both market and limit orders, in a
security.
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In the event that the Exchange invokes its exemptive powers under NYSE Rule 48 (Exemptive Relief -
Extreme Market Volatility Condition), the terms of that rule would govern the obligation to publish pre-opening
indications.

IV. Market-On-Close/Limit-On-Close Order Entry Procedures

MOC and LOC orders should be entered with the specialist as early in the day as possible. This will provide
an opportunity for specialists to better identify potential order imbalances that might exist at the Close, and
to disseminate that information. This will enable brokers and traders to more effectively contact potential
offsetting interest that could mitigate any imbalance.

Index arbitrageurs are reminded that MOC/LOC orders relating to expiring derivative instruments whose
settlement pricing is based upon NYSE closing prices may not be entered after 3:40 p.m., even if such orders
might offset MOC imbalances published on the tape after 3:40 p.m.

Members and member organizations are reminded that they must ensure that they have a robust compliance
program that includes adequate supervisory policies and procedures to monitor for compliance with NYSE
Rule 123C and the guidance contained in this Information Memo, that are adequate to ensure that all
procedures related to MOC and LOC orders are appropriately followed, and are adequate to detect and deter
any actions that may violate NYSE or SEC rules. Members and member organizations must also ensure that
their activity does not have the effect of artificially impacting the closing price. In this connection, members,
member organizations and compliance staff should be mindful of the guidance issued in Information Memo
05-52 regarding VWAP trading at or near the Close, which addresses their responsibilities for ensuring that
trading strategies engaged in to facilitate or hedge VWAP orders have an economic basis and do not have
the effect of marking the Close or marking the value of a position.

V. Market-On-Close/Limit-On-Close Imbalance Publication Procedures

A. Informational MOC Imbalance Publications Between 3:00 p.m. and 3:40 p.m.

In view of possible greater than normal volume on March 20, 2008, specialists should disseminate MOC
imbalances as early as possible. Between 3:00 p.m. and 3:40 p.m., specialists are encouraged to publish
informational MOC imbalances of any size that could cause significant price dislocation at the Close.
These publications are informational only and do not limit MOC/LOC order entry or cancellation before 3:40
p.m. Specialists who are publishing informational imbalances must obtain Floor Official approval prior to
publication.

Specialist members and member organizations are also reminded that Rule 123C requires that informational
imbalances published between 3:00 p.m. and 3:40 p.m. must be updated as soon as practicable after 3:40
p.m.

B. Required MOC Imbalance Publications at 3:40 p.m. and 3:50 p.m.

As soon as practicable after 3:40 p.m., the specialist must publish any imbalance of 50,000 shares or more,
regardless of whether an informational imbalance was published. In addition, any specialist who published an
informational imbalance of any size must publish an update, indicating either the current imbalance or a “no
imbalance” situation as soon as practicable after 3:40 p.m.

In situations where the specialist did not publish an imbalance or a “no imbalance” notification at 3:40 p.m.,
but an order imbalance occurred after 3:40 p.m., the specialist may publish such imbalance at 3:50 p.m. in a
manner consistent with the requirements set forth in Rule 123C and this memorandum.

As soon as practicable after 3:50 p.m., specialists must update imbalances published at 3:40 p.m. or
indicate “no imbalance”. If the specialist reported “no imbalance” at 3:40 p.m., the specialist must publish any
significant imbalance or any imbalance of 50,000 shares or more as soon as practicable after 3:50 p.m.
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C. Recommended MOC Imbalance Publications

Notwithstanding the size requirement in Rule 123C, specialists are also encouraged to publish MOC
imbalances of fewer than 50,000 shares that could cause significant price dislocation at the Close. If
specialists publish such imbalance information at either 3:40 p.m. or 3:50 p.m., they are expected to obtain
Floor Official approval prior to publication if possible.

VI. Compliance Procedures Relating to the Trading at or Near the Close

Firms should review procedures utilized in connection with orders to be executed at or near the Close with
their traders and other order entry personnel. Firms should also review systemic order entry functions (e.g.,
algorithms or “smart servers”) for compliance with the provisions of this Information Memorandum. Firms
should also review the provisions of Information Memo No. 95-28 (July 10, 1995) (see Attachment A), which
discussed trading near the Close and trading activity that would constitute violations of Exchange Rules as
well as federal securities laws.

In that connection, firms are reminded that where a firm has committed to purchase from (sell to) a customer
order at a price that is derived from the closing price (e.g., VWAP and MOC orders), reserving a significant
position of its hedging or covering transaction to be executed at or near the Close, it must operate with
substantial care. If the transaction is completed in a manner that does not effectively place the firm at market
risk or if the transaction does not provide an opportunity for possible contra side interest to develop and/or
react to the activity, it would raise manipulative concerns and would operate as conduct inconsistent with just
and equitable principles of trade. This could occur if a firm's trader or firm's “smart server” entered a single or
multiple orders into the market at or near the Close. Members and member firms should consult Information
Memo 05-52, Member Obligations in Connection With Volume Weighted Average Price Transactions, dated
August 1, 2005, for further guidance.

In addition, members and member organizations are reminded that any manipulative activity, including
marking the close, may violate applicable SEC and New York Stock Exchange regulations, such as Section
9(a)(2) of the Securities Exchange Act and Rule 10b-5 thereunder, as well as the margin and capital rules,
and NYSE Rules 435 and 476(a). Firms must ensure that they have adequate policies and procedures in
place to detect, deter, and prevent inappropriate trading occurring near the close in any marketplace where
the firm is holding a significant position as the result of a block transaction.

VI. Adequacy of Operations and Supervisory Staff

All members and member organizations, including specialists, should ensure that both operational and
supervisory staffing are sufficient to monitor and process all orders, regardless of the form in which they
are received, as well as to handle the increased workload. All members and member organizations firms
should also review their systems to assure that they have adequate capacity to handle the expected increase
in volume. For example, specialist firms should review their algorithms/API to assure that they meet their
obligations to maintain a fair and orderly market. Specialists should seek the advice of a Floor Official for
unusual situations as early as possible.

VII. Staff Contacts

Questions concerning this memorandum may be addressed to the following persons or areas in the Market
Surveillance Division:

Brett Kofman, Director, Market Surveillance, at (212) 656-2041,

Michael Bernardo, Director, Market Surveillance, at (212) 656-4735,

Patricia Bergholc, Director, Market Surveillance, at (212) 656-4948,

John Saxton, Director, Market Surveillance, at (212) 656-2324,
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Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at
their booth. Questions that are not time sensitive may also be submitted to Ask Market Surveillance. (For
information about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3, which was
issued on January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

John F. Malitzis

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

91

http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 08-9

Click to open document in a browser

March 14, 2008

   ATTENTION: COMPLIANCE AND LEGAL DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NYSE RULE 103A(a)(3): FLOOR MEMBER CONTINUING EDUCATION PROGRAM

I. Purpose

The purpose of this Information Memo is to announce the implementation of the learning management
system (“LMS”) to be used in connection with the Floor Member Continuing Education (“FMCE”) Program.

System implementation is imminent. When the LMS is implemented, all qualified members 1   will be assigned
the first FMCE module for 2008. In addition, qualified members who did not complete one or more of the three
FMCE modules offered in November and December 2007 will receive make-up assignments.

II. Background

In Information Memo 07-109 published on December 13, 2007, NYSE Regulation announced Rule 103A(a)(3)
amendments which affect the way FMCE will be delivered. For qualified members, the LMS will deliver FMCE
assignments, provide access to related educational materials, notify of milestone deadlines for completion of
assignments, and enable members to monitor their own compliance. Compliance officers will be copied on all
assignments and related e-mails sent to a qualified member. The LMS also provides compliance officers with
tools to run reports regarding their firm's members' compliance with Rule 103A(a)(3). In addition, member
firms were directed to have related supervisory procedures in place within 60 days (i.e., on or before February
11, 2008).

III. 2008 FMCE - First Module - Specialist Stabilization

All qualified members will receive their first 2008 FMCE assignment when the LMS is implemented. The first
module for this year is titled “Specialist Stabilization” and deals with the specialist's affirmative and negative
obligations under NYSE Rule 104.10. Members will have 60 days from the assignment date to complete

this FMCE requirement. 2   Consistent with Rule 103A(a)(3), any qualified member who fails to complete an
FMCE module in a timely manner will be denied access to the trading Floor for any purpose until that member
completes the FMCE requirement.

When a qualified member receives an original FMCE assignment at their e-mail address, a User Guide and
Quick Reference Card will be provided as well as the link to the LMS. Each member will be advised as to
his or her log-on ID. While members are using the LMS, they will be fully supported by, Global Knowledge,
an NYSE vendor. Refer to Section VI of this Information Memo for contact names and numbers at Global
Knowledge.

Qualified members may only work on and complete FMCE assignments under the supervision of their
compliance officer or that officer's designee.

All qualified members are reminded that it is a regulatory requirement that they keep a current
business e-mail address on file with NYSE Regulation. Failure to do so will impact a member's ability to
interact with the LMS which would lessen the number of days that the member has to complete a module
and may cause the member to miss critical milestone e-mails related to compliance with Rule 103A(a)(3).
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To check or update a member's business e-mail address, please call Eileen McElduff of the New York Stock
Exchange at (212) 656-8499.

IV. 2007 FMCE Make-ups

For those qualified members who were not able to attend the live FMCE sessions in November and
December 2007, as described in Member Education Bulletin 2007-18, the LMS will assign make-up sessions.
Such members will be required to view video tapes of missed session(s) in their entirety via the LMS. For
each such assignment, the member will be given a specified number of days to complete the make-up

assignment. 3   Consistent with Rule 103A(a)(3), any qualified member who fails to complete a make-up
session in a timely manner will be denied access to the trading Floor for any purpose until that member
completes the FMCE requirement.

Qualified members may only work on and complete FMCE make-up sessions under the supervision of their
compliance officer or that officer's designee.

V. Compliance Requirements

Member firms will be required to certify on an annual basis, pursuant to NYSE Rule 342.30(e), that the
firm's qualified members have completed the educational requirements of NYSE Rule 103A(a)(3). While the
LMS will be able to track and log when an individual has completed a training module, firms will be required
to certify that their qualified members have personally logged onto and completed the training modules.
As noted previously, firms were required to implement by February 11, 2008 written policies and
procedures for ensuring that their qualified members have completed the program.

Compliance officers will have the ability to log onto the LMS and access information about their qualified
members. Compliance officers will have access to a suite of reports which will facilitate tracking whether
the firm's qualified members have begun their training, the due dates for mandatory training, and
whether a qualified member has completed training assignments. In addition, as stated above, all e-mail
communications sent to qualified members, including notices of upcoming deadlines to complete a training
module, will be copied to the firm's compliance officer.

When the LMS is implemented, a User Guide and Quick Reference Card for compliance officers will be
sent to the compliance officer's e-mail address along with a link to the LMS. Each compliance officer will be
advised as to his or her log-on ID. While compliance officers are using the LMS, they will be fully supported by
an Exchange vendor, Global Knowledge. Refer to Section VI of this Information Memo for contact names and
numbers at Global Knowledge.

Compliance officers are reminded that it is a regulatory requirement that they keep a current business
e-mail address on file with NYSE Regulation. Member firms who fail to keep their compliance officer
and/or Floor member business e-mail addresses current with NYSE Regulation may be subject to
formal or informal disciplinary action under NYSE Rules. To check or update member or compliance
officer business e-mail addresses, please call Eileen McElduff of the New York Stock Exchange at (212)
656-8499.

VI. Contacts at NYSE Regulation and Global Knowledge

For questions related to FMCE content and regulatory requirements, please contact: Carol Krusik, Director,
Market Surveillance, (212) 656-4597, Peter Bon Viso, Senior Counsel, Market Surveillance, (212) 656-5621,
or Wendy Lugo, Special Analyst, (212) 656-5819.

For assistance with using the LMS and associated educational modules, members and compliance officers
should call Global Knowledge. The primary contact is David Whaley, NYSE Program Coordinator, at (919)
303-4356 between 8:00 a.m. and 5:00 p.m. Monday through Friday. The Global Knowledge Help Desk is
available 24 hours, seven days a week at (800) 274-1077.
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To update your compliance officer name and the e-mail addresses for qualified Floor members and the
compliance officer, please contact Eileen McElduff, Director of Membership Services, at (212) 656-8499.

___________________________

John F. Malitzis

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  "A qualified member" is an individual who has completed the New Member Orientation Program, passed
the Series 15 Examination, and within four weeks of that examination completed all FMCE assignments
made within the prior six months. If a qualified member is not active as a member on the trading Floor for
six months, that individual loses his or her qualification.

2  Note that qualified member will generally have 60 days to complete FMCE assignments. However,
NYSE Regulation may prescribe a different number of days with respect to certain assignments.

3  The 2007 FMCE Program was implemented under Rule 103A prior to amendment. Therefore qualified
members have 120 days from the date of assignment in Member Education Bulletin 2007-18 to complete
the specified module. In relation to implementation of the LMS, certain of these deadlines may be
extended. If so, a member will have 21 days from assignment in the LMS to make up a session(s).
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March 6, 2008

   ATTENTION: HEADS OF EQUITY TRADING DESKS AND CHIEF COMPLIANCE OFFICERS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AUTOMATIC EXECUTION OF G-QUOTES AMENDMENT OF EXCHANGE RULES 13, 60 and
1000

I. Purpose

The New York Stock Exchange LLC (“NYSE” or “Exchange” has amended Exchange Rule 1000 and
Exchange 13 to allow for the automatic execution of G-Quotes.

II. Background

Prior to the instant amendment, a proprietary order submitted by an Exchange member organization to
be executed by its own floor broker pursuant to Subsection (G) of Section 11(a)(1) of the Securities and
Exchange Act of 1934 (the “Act”) (G-Quote) was not eligible to: (i) be automatically executed; (ii) participate
in sweep; or (iii) be included in the auto-quoting of the highest bid/lowest offer on the NYSE pursuant to
Exchange Rule 60. The receipt of a marketable G-Quote suspended auto-execution of the Display Book in
that security until the G-Quote was manually executed.

III. Automatic Execution of G-Quotes

The NYSE amended Exchange Rules 13 and 1000 to include G-Quotes as an order type eligible for
automatic execution. G-Quotes will be executed in the same manner as they are today.

The Exchange further amended Exchange Rule 1000 to allow G-Quotes to participate in sweeps. Again
the execution of the G-Quote will follow the existing rules for order execution during a sweep. Specifically,
the unfilled balance (“residual”) of an automatically executing order that is not filled in its entirety due to
the volume available in the Exchange best bid and offer, may trade with broker proprietary interest files on
the Book capable of execution in accordance with Exchange Rules, at each successive price lower than
the displayed bid (in the case of a sweeping sell order) or higher than the displayed offer (in the case of a
sweeping buy order) as long as the sweep continues. The G-Quote will trade as the last interest at each price
point yielding to all other interest.

Finally, the NYSE amended Exchange Rule 60 to include G-Quote interest in the autoquote of the NYSE's
highest bid or lowest offer.

IV. Staff Contacts

Questions concerning this memorandum may be addressed to:

Daniel Labovitz, Vice-President, Office of the General Counsel, at 212-656-2081

Paul Bauccio, Director, Floor Operations, at 212-656-2929

Dennis Pallotta, Manager, Floor Operations, at 212-656-5236

Jennifer D. Kim, Office of the General Counsel, at 212-656-6438.

___________________________
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Vivian Maese

Senior Vice President

Office of General Counsel

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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February 6, 2008

   ATTENTION: HEADS OF EQUITY TRADING DESKS AND CHIEF COMPLIANCE OFFICERS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENT OF RULE 1000(a)(iv), EFFECTIVE DECEMBER 27, 2007

Purpose

The purpose of this Information Memo is to advise members and member organizations that, effective
December 27, 2007, the NYSE amended Exchange Rule 1000(a)(iv) (Automatic Execution of Limit Orders
Against Orders Reflected in NYSE Published Quotation) to permit Liquidity Replenishment Points (“LRPs”) to
be calculated in certain circumstances based on the last published quote rather than the last sale price.

Background

Exchange Rule 1000(a)(iv) provides that, where an LRP has been reached, an order will not receive an
automatic execution.

Prior to this rule amendment, the NYSE system commenced the calculation of LRPs only upon the first sale
of the relevant security on the Exchange. LRPs were calculated and reset automatically every 30 seconds
throughout the day. Pursuant to Exchange Rule 60, auto execution resumed after an LRP was reached,
usually in no more than 5 to 10 seconds or immediately following a manual transaction. When automatic
execution resumed, LRPs were automatically recalculated and the system reset the LRP for the “slow” side to
zero. As such, the NYSE system did not recalculate a new LRP until the next sale on the Exchange.

Amendments to Rule 1000(a)(iv)

With this amendment to Rule 1000(a)(iv), LRPs are now calculated based on the last published quote, rather
than the last sale price when: (i) a stock opens on a quote, or (ii) upon resumption of automatic execution
after its suspension due to quoting beyond the LRP.

Calculation of LRPs when Opening on Quote

Pursuant to amended Rule 1000(a)(iv), when a stock opens on a quote, the LRPs are calculated immediately
using the opening quote by taking the offer and adding the LRP value (High LRP = offer + LRP value) and
taking the bid and subtracting the LRP value (Low LRP = bid − LRP value). These LRPs remain in effect until
the first sale of the security on the Exchange, at which time the LRPs are reset based upon that sale price.

Calculation of LRPs When the Market is Slow

New Rule 1000(a)(iv) further provides that, upon resumption of automatic execution after suspension due
to quoting beyond one (or both) of the LRPs (the “slow” side), the LRP is recalculated on the “slow” side
using the last published quote for that side of the market by taking either the offer (or the bid) and adding (or
subtracting) the LRP value. Only the “slow” side LRP is recalculated. The slow side LRP is not recalculated
until: (i) a manual trade is entered; (ii) there is a new sale of the security on the Exchange after automatic
execution has resumed; or (iii) the stock again becomes “slow” again and the specialist resumes automatic
execution.
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After the execution of a manual trade or a new sale, LRPs on both sides of the market are immediately
recalculated based on the last sale price.

Please see the relevant text of Rule 1000(a)(iv), which is included in this Information Memo. Questions
concerning the changes to the Rule may be addressed to Paul Baucio, NYSE Operations, at 212-656-2929,
or Deanna Logan, Office of the General Counsel, at 212-656-2389.

___________________________

Vivian Maese

Senior Vice President

Office of General Counsel

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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February 4, 2008

   ATTENTION: SPECIALISTS AND SPECIALIST FIRM COMPLIANCE PERSONNEL

TO: ALL SPECIALISTS AND SPECIALIST ORGANIZATIONS

SUBJECT: MANDATORY INDICATIONS UNDER NYSE RULE 123D IN NYSE DISPLAY BOOK VERSION
11.90

I. Purpose

The purpose of this Information Memo is to advise specialist members and member organizations that the
NYSE will be introducing new functionality for both mandatory indications and delayed opening under NYSE
Rule 123D. This functionality will be included in the release of Display Book version 11.90.

II. Background

When opening stocks, specialists are required to publish mandatory indications under NYSE Rule 123D
whenever the price change from the previous NYSE close will be equal to or greater than $1 for securities
under $10, the lesser of 10% or 3 points for securities between $10 and $99.99; and equal to or greater than
$5 for securities trading at $100 or more.

Currently, specialists cannot enter either Rule 123D mandatory indications or opening delays directly from
the Display Book. Rather, such indications and delayed openings are systemically effected by a NYSE Floor
Operations supervisor.

III. Ability to Publish Indications under NYSE Rule 123D from Display Book

With the release of Display Book version 11.90, specialists will have the ability to enter both Rule 123D
mandatory indications and opening delays directly from the Display Book rather than through the NYSE
supervisor's handheld. Floor supervisors will continue to have the ability to perform these functions after the
release. Accordingly, specialists are not obligated to perform these functions themselves; rather, they may
either perform the function or request NYSE Floor Operations staff to do so. In the event that a specialist
chooses to perform the functions directly, the specialist should be familiar with the points set out in this
Information Memo.

In using this functionality, specialists may enter Rule 123D mandatory indications through the Mandatory
Indication Template, which is available via a soft key option in the Pre-Opening Indication template (which
is being renamed the “Rule 15 Indication” template). When entering a Rule 123D mandatory indications
through the Mandatory Indication Template at or after 9:30 a.m., a specialist will first be required to effect
an opening delay, including entering a rationale for the opening delay (news dissemination, news pending,
order imbalance or equipment changeover) and the badge number of the Floor Official approving the
opening delay, prior to effecting an indication. In other words, specialists will not be able to enter Rule 123D
mandatory indications after 9:30 a.m. until they have first submitted the opening delay information. In the
event that a specialist submits an opening delay in order to post a mandatory indication, the specialist will
need approval from the Floor Official to resume opening the security.

Specialists should be aware of the following points regarding the new functionality:

▪ Although specialists will be able to post mandatory indications or effect an opening delay directly
from Display Book, NYSE Rule 123D still requires that a specialist obtain approval for the indication
from a Floor Official (bank or brokerage stocks require approval from an Executive Floor Governor,
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or, in their absence, a Floor Governor or Senior Floor Official) as well as the opening delay. 1   Such
approvals must be documented pursuant to the procedures set forth in MEB 2006-24.
▪ Specialists should carefully review the time parameters for mandatory indications that are set out
in Rule 123D. A specialist posting a mandatory indication will be responsible for keeping track of the
time of such mandatory indication, and for waiting the required time before opening the security. In
designing supervisory procedures, specialist organizations should not rely on the Display Book to
prevent violations of these time frames.
▪ Specialists are responsible for publishing updated indications pursuant to Rule 123D in the event

that the opening will be outside the first indication or if the first indication had a wide spread. 2   In
designing supervisory procedures, specialist organizations should not rely on the Display Book to
prevent violations of this requirement.
▪ In order to open a security after publishing an opening delay (or after the security has been halted
and not resumed), the specialist or trading assistant operating the Display Book must press the
resume key (S3) and confirm the resume by pressing the S1 key.

Following the release of Display Book version 11.90, if the NYSE invokes NYSE Rule 48 (emergency
powers at the Opening), that action will suspend the requirement under NYSE Rule 123D that the specialist
publish a mandatory indication. Notwithstanding this, if a specialist is able to timely discern a likely opening
price, the specialist should make every effort to publish an indication using the procedures outlined above.
Specialists publishing an indication. Specialists should note that even when NYSE Rule 48 has been invoked,
the Display Book's programming will still require the specialist to enter a Floor Official badge number to
effect both a 123D mandatory indication and an opening delay. On days when Rule 48 has been invoked,
specialists who are publishing a Rule 123D indication should enter the number “1” in lieu of a Floor Official
badge number.

IV. Staff Contacts

Questions regarding the new Display Book functionality should be directed to:

Paul Bauccio, Vice President, NYSE Floor Operations, at (212) 656-2929

Dennis Pallotta, Manager, NYSE Floor Operations, at (212) 656-5236

Questions regarding the requirements of NYSE Rules 48 or 123D should be directed to:

Patricia Bergholc, Director, Market Surveillance, at (212) 656-4948

Gordon Brown, Manager, Market Surveillance, at (212) 656-5321

Jerome Reda, Director, Market Surveillance, at (212) 656-5354 or

John Saxton, Director, Market Surveillance, at (212) 656-2324

Questions may also be referred to the On-Floor Surveillance Unit at their booth on the Floor or via the White
Phone.

___________________________

Richard Ketchum

Chief Executive Officer

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Footnotes

1  Specialists should note that the new functionality in Display Book 11.90 does not include the ability
to halt trading in a security; to institute a halt, specialists should contact NYSE Floor Operations for
assistance.

2  This applies only to mandatory indications pursuant to NYSE Rule 123D; specialists are not required to
publish updates to their Rule 15 pre-opening notifications.
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January 25, 2008

   ATTENTION: CHIEF EXECUTIVE OFFICER AND MANAGING PARTNER, CHIEF FINANCIAL OFFICER,
CHIEF OPERATIONS OFFICER, AND CHIEF COMPLIANCE OFFICER

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: MORATORIUM ON THE USE And ADMINISTRATION OF THE SPECIALIST PERFORMANCE
EVALUATION QUESTIONNAIRE (“SPEQ”), ORDER REPORTS/ADMINISTRATIVE RESPONSES AND
SUPERDOT TURNAROUND PURSUANT TO EXCHANGE RULES 103A and 103B.

Please be advised that the Securities and Exchange Commission has approved the New York Stock
Exchange's (the “Exchange”) extension of the moratorium on the administration of the Specialist Performance
Evaluation Questionnaire (“SPEQ”) (“Moratorium”) to March 31, 2008. During the extension of the
Moratorium, the Exchange will continue to suspend the use of Order Reports/Administrative Responses
and SuperDot turnaround as objective measures in the assessment of specialist performance. The SPEQ
and Order Reports/Administrative Responses will continue to be removed from the criteria for specialist
improvement actions pursuant to Exchange Rules 103A and 103B during the extension of the Moratorium.

Questions concerning this memorandum may be addressed to:

Jennifer D. Kim, Counsel, Office of the General Counsel at 212-656-6438, Richard Kaplin, Director, Specialist
Performance & Objective Measures at (212) 656-6755 or Ellen Duttweiler, Director, Committee Support at
212-656-2231.

___________________________

Vivian Maese

Senior Vice President

Office of General Counsel

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
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January 16, 2008

   ATTENTION: CHIEF COMPLIANCE OFFICER, CHIEF TECHNOLOGY OFFICER

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: EXTENSION OF DEADLINE FOR NEW PROGRAM TRADING REPORTING OBLIGATIONS

I. Purpose of the Memorandum

The purpose of this Information Memo is to advise members and member organizations that the deadline
for firms to revise the trade reporting obligations with respect to certain Program Trading account type codes
has been extended to Monday, June 2, 2008 in order to address various technological and implementation
issues surrounding these obligations, and to respond to frequently asked questions from the member
organization community regarding such obligations.

II. Background

In Information Memo 07-88, dated August 31, 2007, the Exchange advised members and member
organizations that the deadline for firms to revise their trade reporting obligations for Program Trading had
been extended to January 31, 2008. Also see Information Memo 07-52, dated June 11, 2007, which detailed
the revisions of such Program Trading reporting obligations. In both Information Memoranda, the Exchange
advised the membership that it was redefining two of the existing eight Program Trading related audit trail
account types (J, K) and was eliminating the requirement of the submission of the Daily Program Trading
Reports (“DPTR”).

III. Deadline for new Program Trading Reporting Requirements Extended

In response to concerns raised by firms that the current deadline of January 31, 2008 may be difficult to meet,
the Exchange has extended the deadline for firms' required usage of the redefined account types “J” and
“K” to Monday, June 2, 2008. NYSE Regulation expects that all firms will be in compliance by that date and
that there will be no additional extensions beyond June 2, 2008. Also, in light of recent discussions
with the SEC, other regulators, and the industry, the requirement of filing DPTRs in the prescribed
format by T+2, as is presently required, will remain in effect for the foreseeable future, and DPTR filing
obligations will continue beyond June 2, 2008, until further notice.

As of June 2, 2008 the definitions of the J and K account types should be as follows:

J - Proprietary, Algorithmic Program Trade

K - Agency, Algorithmic Program Trade

Member organizations are further advised that as of June 2, 2008, the firms are required to remove the
$1 million threshold for a Program Trade and must revise their program trading reporting accordingly. The
elimination of the dollar threshold in the definition of a Program Trade also applies to Crossing Session II
transactions. It should be noted that NYSE systems related to the Electronic Filing Platform (“EFP') are
currently configured, in a production environment, to accept Program Trades less than $1 million, both on
the DPTR and in Crossing Session II, should any firm wish to implement this reporting change prior to the
required implementation date.

Please be advised that if a member or member organization either engages in program trading strategies,
or facilitates the entry of program trading-related orders to the Exchange on an agency basis, or as the
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sponsor of a sponsored participant or direct market access firm which enters such orders, such members and
member organizations are required to take the necessary steps to amend all internal systems that create and/
or utilize account type codes in order to accurately reflect these new definitions no later than June 2, 2008.
Additionally, any other applications, systems, etc. used by the firms to send information to the NYSE which
include account type indicators (e.g., Electronic Blue Sheet Submissions) must also be modified, as needed,
to accept the redefined account type indicators “J” and “K” no later than June 2, 2008.

IV. Supervision

Member organizations are reminded that they are required to have adequate policies and procedures
reasonably designed to ensure proper identification of activities that constitute Program Trading and
compliance with all reporting requirements of Program Trading activity as discussed in this and prior
Information Memoranda. Member organizations will also be required to have written supervisory procedures
reasonably designed to ensure that they properly identify activities that constitute Program Trading of both a
proprietary and agency nature, including but not limited to Direct Market Access (DMA) business. Failure to
have an adequate and reasonable supervisory system in place may result in disciplinary action.

V. Staff Contacts

Questions regarding this Information Memorandum and any additional questions related to the definition of
program trading, or whether a specific strategy or set of strategies is encompassed in such definition, should
be addressed by reviewing Information Memo 07-52, or by contacting:

Judith Bryngil, Vice President, Market Surveillance, (212) 656-3312

Gerald Heit, Director, Market Surveillance, (212) 656-6530

Casey McMahon, Director, Market Surveillance, (212) 656-2267

Clare R. Saperstein, Director, Office of the General Counsel, (212) 656-2355

For technical questions, please contact Venkata Sreeram of Regulatory Systems at (212) 656-2579.

Questions that are not time sensitive may also be submitted to Ask Market Surveillance. (For information
about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3, which was issued on
January 30, 2006, if you or your firm is not already a subscriber.)

Below are some of the frequently asked questions with regard to the new account type codes and other
Program Trading initiatives:

Question One: Can the firms submit Program Trading using the redefined audit trail account type codes “J”
and “K”, and eliminating the $1 million threshold, prior to the effective date (June 2, 2008) prescribed by the
Exchange?

Answer: Yes. Firms may make changes prior to June 2, 2008 to accommodate the “J” and “K” account
type codes as well as the elimination of the $1 million threshold. Any firm intending to make these changes
prior to June 2, 2008 is kindly requested to provide written notification to NYSE Regulation and submit the
notice to Gerald Heit and Venkata Sreeram as noted above. The notification should include the date on which
the firms intend to make the changes. As noted above, the Exchange requires that members and member
organizations implement all of the above changes no later than June 2, 2008.

Question Two: Will the new account type codes be reflected in the Electronic Blue Sheet (“EBS”) system?

Answer: Yes, all changes to NYSE account type codes will flow through to the EBS. For further information,
please reference NYSE Information Memorandum 05-64, which incorporates ISG Regulatory Memorandum
2005-01 (Electronic Blue Sheet Submissions/Intermarket Surveillance Group) as well as NYSE Information
Memorandum 06-48, which incorporates ISG Regulatory Memorandum 2006-2. Additionally, to the extent that
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any other reporting facility/system to the NYSE incorporates audit trail account type indicators, that reporting
system must also utilize the redefined “J” and “K” by June 2, 2008.

Question Three: Will the NYSE provide a testing environment for these modified account type codes?

Answer: The NYSE, via SIAC, will provide a testing environment for firms' submission of the redefined “J”
and “K” audit trail account types. Firms wishing to conduct testing should contact SIAC's Service Desk at
1-866-873-7422. However, NYSE Regulation emphasizes that since these changes relate to the definition of
pre-existing account type codes, firms will need to test internally to ensure that orders are marked properly
under the requirements set forth in this memo and 07-52 and 07-88. Functionally, these orders will not be
processed any differently within NYSE systems, so changes are not needed to any NYSE operational trading
systems in connection with these account type definition changes.

As noted earlier, the Electronic Filing Platform (EFP) used by firms to submit their DPTRs can accept
Program Trades utilizing the redefined “J” and “K” as well as Program Trades without any minimum dollar
threshold.

Question Four: Since a single coordinated basket can be traded through both algorithmic and non-
algorithmic execution systems, and will often be executed both on and off NYSE, a single basket will
necessarily be made up of executions with varying account type codes. How should account type codes for
order submissions be marked in these instances?

Answer: Firms should continue to mark the remaining trades with the same account type code as used in the
initial executions connected to the same coordinated basket.

If, for example, a client is executing trades via an algorithm and they are being marked as “K” trades under
the new definition, and partly through the execution of the Program, the client then asks that the balance of
the orders be executed non-algorithmically, the remaining orders should still be marked with the “K” account
type.

Question Five: Under what circumstances is a member or member organization acting as an agent required
to mark the order codes for their agency business?

Answer: In all instances, firms handling agency business, including but not limited to DMA business, are
required to make a reasonable effort to determine the correct account type code for the orders that they
facilitate, and to affix that account type code to those orders.

Question Six: Are the current plans to eliminate the DPTR?

Answer: In light of recent industry comments to the Exchange and discussions with the SEC and other
regulators, the NYSE has made a determination that until further notice, firms are still required to submit
DPTR data via EFP by T+2, as is currently prescribed. The NYSE continues to study this matter, and is
working with industry groups, the SEC, and other regulators to determine an appropriate long-term solution to
the matter. Further guidance on this topic will be issued as these determinations are made.

Question Seven: Who is the appropriate Exchange technical contact for Program Trading and DPTR-related
questions?

Answer: Venkata Sreeram of Regulatory Systems should be contacted at 212-656-2579 or at
vsreeram@nyx.com.

Question Eight: When will the appropriate FIX protocol changes be completed and when will technical
specifications be issued for the firms?

Answer: The FIX Global Technical Committee has approved FIX Protocol, Version 4.3, effective January 9,
2008. Please see the approved version at http://fixprotocol.org/specifications/regulations.

___________________________

John F. Malitzis
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Senior Vice President

Market Surveillance
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January 14, 2008

   ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, CHIEF FINANCIAL OFFICER/
PARTNER, AND COMPLIANCE AND REGULATORY REPORTING DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: FEE RATE ADVISORY

I. Purpose

The purpose of this Information Memo is to advise member organizations that the Securities and Exchange
Commission has announced changes to certain fees charged to registered broker-dealers and other market

participants pursuant to the Securities Act of 1933 (“Securities Act”) 1   and the Securities Exchange Act of

1934 (“Exchange Act”). 2   The changes took effect on December 31, 2007.

II. Background

Under the Investor and Capital Markets Fee Relief Act, annual adjustments are made by the SEC to rates
which are paid under Section 6(b) of the Securities Act and Sections 13(e), 14(g), and 31 of the Exchange
Act.

Pursuant to NYSE Rule 440H (“Activity Assessment Fees”), the Exchange offsets its Section 31 fee

obligations by collecting “Activity Assessment Fees” 3   from its member organizations based on securities
transaction data reported by the Depository Trust & Clearing Corporation at a rate equal to that prescribed
under Section 31.

III. Fee Adjustment

Pursuant to SEC's Fee Rate Advisory # 6 for Fiscal Year 2008, 4   effective December 31, 2007, the fee rate

under Section 6(b) 5   applicable to the registration of securities, the fee rate under Section 13(e) applicable
to the repurchase of securities, and the fee rate under Section 14(g) applicable to proxy solicitations and
statements in corporate control transactions will increase to $39.30 per million dollars.

Also, effective January 25, 2008, the effective settlement date, the Section 31 fee rate applicable to securities
transactions on the exchanges and over-the-counter markets will decrease to $11.00 per million dollars. The
Section 31(d) security futures transactions assessment will remain at the current rate of $0.0042 for each
round turn transaction.

IV. Staff and SEC Contacts for Further Information

Any further questions regarding the new fee rates for Sections 6(b), 13(e), or 14(g) may be directed to the
SEC at (202) 551-8900 and questions regarding the Section 31 fees may be directed to the SEC at either
(202) 551-5777 or tradingandmarkets@sec.gov. Additionally, you may contact your Finance Coordinator with
any questions you may have regarding this memo.

___________________________

Richard Ketchum
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Chief Executive Officer
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Footnotes

1  17 CFR 230.238.
2  15 U.S.C. 78a et. al.
3  For additional information on Rule 440H and Transaction Fees, see NYSE Information Memo Nos. 04-42

(dated August 5, 2004), 05-36 (dated May 13, 2005), 05-48 (dated July 19, 2005), and 05-92 (dated
December 6, 2005), 06-77 (dated November 3, 2006), and 07-46 (dated May 21, 2007).

4  See http://www.sec.gov/news/press/2007/2007-270.htm for the complete text of SEC Press Release No.
2007-270.

5  The Section 6(b) rate is also the rate used to calculate the fees payable with the Annual Notice of
Securities Sold Pursuant to Rule 24f-2 under the Investment Company Act of 1940.
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January 2, 2008

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW RULE 80B CIRCUIT BREAKER LEVELS FOR FIRST QUARTER 2008

EFFECTIVE January 1, 2008 through March 31, 2008

Rule 80B trading halts will be triggered when the Dow Jones Industrial Average (“DJIA”) declines below its
closing value on the previous trading day by:

1,350 points (Level 1)

2,700 points (Level 2)

4,000 points (Level 3)

Rule 80B

Whenever a Rule 80B circuit breaker is in effect, trading in all stocks on the Exchange will halt for the time
periods specified below.

Level 1 Halt

a) before 2:00 p.m. - one hour;

b) at 2:00 p.m. or later but before 2:30 p.m. - 30 minutes;

c) at 2:30 p.m. or later - trading shall continue, unless there is a Level 2 Halt.

Level 2 Halt

a) before 1:00 p.m. - two hours;

b) at 1:00 p.m. or later but before 2:00 p.m. - one hour;

c) at 2:00 p.m. or later - trading shall halt and not resume for the remainder of the day.

Level 3 Halt

At any time - trading shall halt and not resume for the remainder of the day.

A complete discussion of the calculation of trigger values for Rule 80B was published in Information Memo
No. 98-15, dated April 13, 1998.

Questions concerning this Information Memo should be directed as follows:

Patricia Bergholc, Director, Market Surveillance, at (212) 656-4948, or Douglas Witter, Special Counsel,
Office of the General Counsel, at (212) 656-4875.

___________________________

John F. Malitzis

Senior Vice President

Market Surveillance
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January 2, 2008

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: MORATORIUM ON QUALIFICATION AND REGISTRATION OF NEW COMPETITIVE TRADERS
(“CTs”) AND REGISTERED COMPETITIVE MARKET MAKERS (“RCMMs”)

Please be advised that the New York Stock Exchange has extended the moratorium on the qualification and
registration of new CTs and RCMMs for an additional three months, until on or about March 31, 2008. The
extension will allow the Exchange to finalize its determination as to the roles of CTs and RCMMs in the Hybrid
Market. The review is currently estimated to be completed on or about March 31, 2008.

Further, please be aware that the modification to the moratorium done on February 24, 2006 which allows
RCMM firms to replace an existing RCMM who relinquishes his or her registration and ceases to conduct
business as an RCMM with a newly qualified and registered RCMM remains unchanged by this current

extension. 1 

Questions concerning this memorandum may be addressed to:

Bret Kofman, Director, Market Surveillance, at 212-656-2041.

Jennifer D. Kim, Office of the General Counsel, at 212-656-6438.

___________________________

Vivian Maese

Senior Vice President

Office of General Counsel

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release No. 53549 (March 24, 2006), 71 FR 16388 (March 31, 2006) (SR-
NYSE-2006-11).

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

111

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P08-2%2909013e2c855b3c48?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 07-119

Click to open document in a browser

December 28, 2007

   ATTENTION: TRADING DESKS, ORDER ROOMS, COMPLIANCE DIRECTORS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NYSE RULE 409(f) RELIEF NOW PERMANENT

The purpose of this Information Memo is to inform members and member organizations that the Financial
Industry Regulatory Authority (FINRA) has filed with the Securities and Exchange Commission to give
member organizations permanent relief from the application of NYSE Rule 409(f), effective January 1, 2008.
Member organizations should consult FINRA Regulatory Notice 07-65 for further details.

NYSE Rule 409(f) requires that confirmations of all transactions in securities admitted to dealings on the
NYSE, sent by member organizations to their customers, shall indicate the settlement date of the transaction
and the name of the securities market on which the transaction was effected. In March 2007, in connection
with the implementation of Regulation NMS, the Exchange granted member organizations temporary relief
from the Rule 409(f) reporting requirements. (See NYSE Information Memo 07-28).

As a result of the July 30, 2007 transaction forming FINRA, FINRA incorporated NYSE Rule 409 into its rules,
and became responsible for administering the rule. In August 2007, FINRA extended the NYSE's temporary
relief until January 1, 2008 (See FINRA Regulatory Notice to Members 07-35). On December 21, 2007,

FINRA filed with the SEC to make the relief from NYSE Rule 409(f) permanent. 1 

Questions regarding the amendments to NYSE Rule 409(f) should be directed to the FINRA Office of General
Counsel at (202) 728-8071 or to your Finance Coordinator.

___________________________

Richard Ketchum

Chief Executive Officer

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  The NYSE has filed with the SEC to make conforming changes to its version of the rule.
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December 26, 2007

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: LAST TRADE DATE FOR “REGULAR WAY” SETTLEMENT IN 2007

The last day on which “regular way” transactions in securities, other than U.S. Government obligations, may
be made for settlement this calendar year is December 26, 2007.

Transactions effected between December 27, 2007 and December 31, 2007 for settlement in 2007 must be
effected on a “cash”, “next day” or “seller's option” basis. On those dates, all non-regular way orders must be
marked with the appropriate settlement instruction. As a result, on those days only, specialists will be relieved
of their obligation to determine whether orders marked solely “regular way” are willing to participate on a “non-
regular way” basis.

Floor brokers are reminded that because “non-regular way” trades cannot be effected via e-Quotes or d-
Quotes, orders entered between December 27 and December 31, 2007 for settlement in calendar 2007 must
be executed manually.

Floor Official approval is not required for “non-regular way” trades between December 27 through December
31, 2007 if the execution price is no greater than $0.25 away from the “regular way” bid or offer.

Inquiries with respect to this memorandum should be directed to:

Jerome Reda, Director, Market Surveillance, at (212) 656-5354, John Saxton, Director, Market
Surveillance, at (212) 656- 2324, or Douglas Witter, Special Counsel, Office of the General Counsel, at
212.656.4875

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at
their booth. Questions that are not time sensitive may also be submitted to Ask Market Surveillance. (For
information about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3, which was
issued on January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

John F. Malitzis

Senior Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.
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NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
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December 26, 2007

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: PROHIBITION AGAINST PRE-ARRANGED TRADING

I. Purpose

The purpose of this Information Memo is to remind members and member organizations that NYSE Rule 78
prohibits pre-arranged trades, including year-end “switching transactions” between accounts that do not result
in a change in beneficial ownership of the subject security.

II. Prohibition on Pre-Arranged Trades

Members and member organizations are reminded that NYSE Rule 78 prohibits members from executing pre-
arranged trades on the Floor. Pre-arranged trades are trades in which an offer to sell is coupled with an offer
to buy back at the same or an advanced price (or the reverse). Such trades are prohibited because they are
not actually exposed to the risk of the market; to be at the risk of the market, at the time of the first transaction
there can be no guarantee or assurance of the price of the second. Note that the period of time between the
two transactions would not of itself determine whether the trading had been effected at the risk of the market.

The prohibition in NYSE Rule 78 also applies to year-end “switching transactions” whose purpose is to
move positions between accounts having the same beneficial ownership, unless the buy and sell order are
accompanied by an instruction not to cross those orders with each other. Failure to append the do-not-cross
instruction could result in the orders being crossed against one another, which would be a prohibited “wash”
transaction. Similarly, member organizations may not contemporaneously send a buy and a sell order in the
same security for the same beneficial owner through the Opening Automated Report System (OARS) to effect
a “switching transaction” on the opening, or through SuperDOT (DOT) to effect a “switching transaction” at
the Close.

III. Previous Guidance Regarding Tax Switches is Withdrawn

Members and member organizations are reminded that the Exchange has rescinded previous guidance
regarding tax switches, including guidance set forth in Information Memo 05-102.

IV. Staff Contacts

Questions concerning this memorandum may be addressed to the following:

Clare F. Saperstein, Director, Office of the General Counsel, at (212) 656-2355, or

Jerome Reda, Director, Market Surveillance, at (212) 656-6804

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at
their booth. Questions that are not time sensitive may also be submitted to Ask Market Surveillance. (For
information about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3, which was
issued on January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

John F. Malitzis

Senior Vice President
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December 26, 2007

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: CORRECTED VERSION: MOC/LOC OBLIGATIONS IN CONNECTION WITH SCHEDULED
EARLY CLOSINGS

NOTE: This Information Memo revises and supersedes the previously issued Information Memo
07-113, dated December 21, 2007. Information Memo 07-113 indicated that an early close would
occur on December 31, 2007. In fact, there will be no early close on December 31, 2007. This revised
Information Memo reflects this correction, as follows:
** Please Be Sure To Show This Information Memo To Your Compliance Officer **

I. Purpose

The purpose of this Information Memo is to remind all NYSE members and member organizations that on
any day that the scheduled close of trading on the NYSE is earlier than 4:00 p.m., the cutoff time for the
entry of MOC/LOC orders will be 20 minutes before scheduled closing time. Likewise, the cutoff time for the
cancellation of MOC/LOC orders will be 20 minutes before scheduled closing time. Cancellations of MOC/
LOC order for order entry errors will be allowed up to ten minutes prior to the scheduled closing time.

These provisions will apply to the scheduled early close of trading on December 24, 2007.

II. Background

Market-on-Close (“MOC”) orders are to be executed in their entirety at the closing price. If not executed due
to a trading halt or because of their terms (e.g., buy minus, sell plus), these orders will be cancelled.

A Limit-on-Close (“LOC”) order is one that is entered for execution at the closing price, provided that the
closing price is at or within the limit specified. They are prioritized on the Display Book by time of entry and go
behind all other orders on Book at that price, regardless of when such other orders are received. LOC orders
with prices that are better than the closing price in the subject security are guaranteed an execution unless
there is a trading halt in the security or because of their terms (e.g., buy minus, sell plus). LOC orders limited
at the closing price are not guaranteed an execution.

III. MOC/LOC Order Entry

In order to minimize excess market volatility that may be associated with large MOC/LOC orders that are
entered near the close, and to allow sufficient time to attempt to offset large imbalances of MOC/LOC orders,
NYSE Rule 123C establishes a deadline of 3:40:00 p.m. for the entry of all MOC/LOC orders in all stocks
on all trading days except for those orders entered to offset imbalance publications, or on either side of the
market if a regulatory halt is in effect at 3:40 p.m. or occurs after that time. On days for which the scheduled
close of trading on the NYSE is earlier than 4:00 p.m., the cutoff time for the entry of MOC/LOC orders will be
20 minutes before scheduled closing time.

IV. MOC/LOC Cancellations

NYSE Rule 123C further establishes that between 3:40 p.m. and 3:50 p.m., MOC/LOC orders are irrevocable,
except to correct an order entry error (e.g., side, size, symbol, price or duplication of an order), or when a
regulatory trading halt is in effect at, or occurs after, 3:40 p.m. Cancellations of MOC/LOC orders as a result
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of a regulatory halt are permitted until 3:50 p.m. or until the stock reopens, whichever occurs first. After 3:50
p.m., cancellation or reduction in size of MOC/LOC orders will not be permitted for any reason, including in
case of order entry error. On days for which the scheduled close of trading on the NYSE is earlier than 4:00
p.m. the cutoff time for the cancellation of MOC/LOC orders will be 20 minutes before the scheduled closing
time. Cancellations of MOC/LOC orders for order entry errors will be allowed up to ten minutes prior to the
scheduled closing time.

V. NYSE Regulation Staff Contacts

Questions concerning this Information Memo should be addressed to:

Carol Krusik, Director, Market Surveillance, at (212) 656-4597

Brett Kofman, Director, Market Surveillance, at (212) 656-2041 or

Michael Bernardo, Director, Market Surveillance, at (212) 656-4735

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at Booth
Z. Questions that are not time sensitive may also be submitted to Ask Market Surveillance. (For information
about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3, which was issued on
January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

Richard Ketchum

Chief Executive Officer

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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December 21, 2007

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: RULE 15 - PRE-OPENING INDICATIONS

I. Purpose

The purpose of this Information Memo is to advise member organizations Securities and Exchange
Commission (“SEC” or “Commission”) to amend NYSE Rule 15 to create procedures for the dissemination of
pre-opening price information.

II. Background

From 1978 until June 2007, specialists were required under NYSE Rule 15 to send out preopening indications
under certain conditions that were set out first in the Intermarket Trading System Plan and subsequently in
the Regulation NMS Linkage Plan that replaced the ITS Plan in March 2007. In June 2007, the Linkage Plan
was terminated and Rule 15 became inoperative. Accordingly, as of July 2007, specialists no longer were
required to disseminate pre-opening indications.

Since the elimination of the Linkage Plan, NYSE customers and market participants have requested that
the NYSE reinstate the requirement for specialists to disseminate pre-opening notifications. In response,
the NYSE has amended NYSE Rule 15 to re-establish procedures for the publication of pre-opening price
information.

III. NYSE Rule 15 Amendments

As amended, NYSE Rule 15 requires a specialist to publish a pre-opening price indication whenever the
specialist, in arranging the opening transaction in a subject security, anticipates that the price of the opening
transaction will be at a price which is different from the previous day's consolidated closing price by more than
the “applicable price change” (described below). The pre-opening price indication will include the security and
the price range within which the specialist anticipates executing the opening transaction.

The “applicable price change” will be $0.50 where the consolidated closing price of a subject security on
the Exchange is under $100 and $1.00 where the consolidated closing price of a subject security on the
Exchange is equal to or greater than $100.

The pre-opening indications will be published to Floor broker hand held devices, and to overhead displays on
the Floor (“FIDs”), and will be made available to subscribers of NYSE Market Data Alerts.

Floor brokers should note that the Pre-Opening Indications template in the Floor broker handheld device
currently shows only the pre-opening indications required by Rule 15; it does not show the mandatory pre-
opening notifications required by NYSE Rule 123D. Programming changes to NYSE systems addressing this
issue are underway. Until such changes are implemented, however, specialists who are required to make
a mandatory pre-opening notification under Rule 123D must first send a pre-opening indication pursuant
to Rule 15, and then complete the process for making the mandatory pre-opening notification under Rule
123D. Please be advised that because of programming related to the FIDs, the Rule 15 indication should be
completed before the Rule 123D notification so that the proper information and marker color is displayed on
the FID.

V. Staff Contacts
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Questions regarding NYSE Rule 15 may be directed to:

Gillian Rowe, Senior Counsel, Office of General Counsel, at (212) 656-4655, or Paul

Bauccio, Director, NYSE Operations, at (212) 656-2929

Patricia Bergholc, Director, Market Surveillance, at (212) 656-4948

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
Booth in the EBR. Questions that are not time sensitive may also be submitted to Ask Market Surveillance.
(For information about the Ask Market Surveillance system, refer to Information Memo 2006-3, which was
issued on January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

Richard Ketchum

Chief Executive Officer

Attachments

Copyright 2019, NYSE Group, Inc. All rights reserved.
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NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
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December 21, 2007

   ATTENTION: HEADS OF EQUITY TRADING DESKS AND CHIEF COMPLIANCE OFFICERS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ELIMINATION OF RULE 325(e), EFFECTIVE NOVEMBER 30, 2007

Purpose

The purpose of this Information Memo is to advise members and member organizations that, effective
November 30, 2007, the NYSE eliminated the requirement under Rule 325(e) (Capital Requirements,
Member Organizations, General Provisions) that member organizations provide evidence of financial
responsibility in the amount of $100,000 for each individual they employ to execute orders on the Exchange
Floor.

Background

Exchange Rule 325 provides that member organizations must comply with the net capital requirements

prescribed by Rule 15c3-1 of the Securities Exchange Act of 1934 (the “Act”). 1   In addition to the net capital
requirements, Rule 325(e) required member organizations that employ individuals to execute orders on
the Exchange Floor to provide evidence of financial responsibility in the amount of $100,000 for each such
individual. Member organizations were allowed to provide evidence of financial responsibility by any of the
following: a guarantee by a clearing organization, an escrow account, a letter of credit or pledged securities.

Rescission of Rule 325(e)

The Exchange removed this financial requirement by rescinding Exchange Rule 325(e). The NYSE believes
that the requirements of Exchange Rule 325(e) essentially functioned as an additional capital requirement for
those member organizations that employ individuals to execute orders on the Floor. The Exchange believes
that the modest extra capital required pursuant to Rule 325(e) no longer effectively advances the purpose
of ensuring financial responsibility. Moreover, given the robust net capital requirements already in place for
member organizations the additional requirement pursuant to subparagraph (e) was unnecessary.

Member organizations are reminded that they will continue to be responsible for compliance with the
Net Capital provisions and other requirements under SEC Rule 15c3-1 and Exchange Rule 325.

Other Rule Amendments

The Exchange further removed references to Rule 325(e) from Exchange Rule 700.

Questions concerning the changes to Rule 325 may be addressed to Eileen McElduff in Membership
Services at 212-656-8499, or Deanna Logan, Office of the General Counsel, at 212-656-2389.

___________________________

Vivian Maese

Senior Vice President

Office of General Counsel
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Footnotes

1  15 U.S.C. 78a, et seq.
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December 21, 2007

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: RULE 92(c)(3) IMPLEMENTATION DATE EXTENDED TO MAY 14, 2008

I. Purpose

The purpose of this Information Memo is to inform member organizations that the operative date of the
reporting requirements of NYSE Rule 92(c)(3) has been extended from January 16, 2008 to May 14, 2008.

II. Background

On July 5, 2007, the Securities and Exchange Commission (“Commission”) approved amendments to NYSE
Rule 92 to permit riskless principal trading at the Exchange. In connection with those amendments, the NYSE
implemented Rule 92(c)(3), which requires members to submit to a designated Exchange database a report
of the execution of riskless principal orders.

For purposes of that rule, the Exchange requires firms submit to the Exchange's Front End Systemic
Capture (“FESC”) database order execution reports of riskless principal transactions as well as reports

linking the execution of the riskless principal order to the specific underlying orders. 1   Because these
reporting obligations require changes to both the Exchange's and member firm's trading systems, the
Commission approved a delay to January 16, 2008 of the operative date of the NYSE Rule 92(c)(3) reporting
requirements.

III. Rule 92(c)(3) Operative Date Extended to May 14, 2008

The NYSE has filed with the Commission to extend the operative date of the Rule 92(c)(3) FESC reporting

requirements to May 14, 2008. 2 

Member organizations should note that pending the implementation of the FESC riskless principal reporting
mechanisms, firms can route riskless principal orders to the Exchange. However, as of the date each member
organization implements riskless principal routing, the member organization must have in place systems
and controls that allow them to easily match and tie the riskless principal execution on the Exchange to the
underlying orders and that they be able to provide this information to the Exchange upon request.

IV. Supervision

Member organizations are reminded that they must have adequate written policies, procedures, and
supervisory controls reasonably designed to detect and deter potential violations of the rule as described in
this Memorandum. Failure to have adequate written policies and procedures in place or to have an adequate
supervisory system in place may result in disciplinary action.

V. Staff Contacts

Questions regarding the Rule 92 requirements may be directed to:

Daniel M. Labovitz, Managing Director, NYSE Regulation, at (212) 656-2081

Clare F. Saperstein, Director, NYSE Regulation, at (212) 656-2355
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Questions regarding the technical specifications of Rule 92 FESC reporting requirements may be directed to:

Michael DeGaeta, at (212) 656-2211.

___________________________

John F. Malitzis

Senior Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
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Footnotes

1  See Trading Technology Information Memo dated Oct. 12, 2007, "Interfacing with FESC to Support
Amendments to NYSE Rule 92 - Riskless Principal Trading."

2  See Securities Exchange Act Release No. 34-56968 (Dec. 14, 2007); 72 FR 72432 (Dec. 20, 2007) (SR-
NYSE-2007-114).
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December 19, 2007

   TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: EXPIRATION FRIDAY - DECEMBER 21, 2007

IMPORTANT - SHOW THIS TO YOUR COMPLIANCE OFFICER

December 21, 2007 will be a quarterly Expiration Friday for stock and index options and stock and index
futures products whose settlement pricing is based upon Exchange opening or closing prices on that day.

This Information Memorandum is being distributed to remind members and member organizations of certain
rules and policies of the Exchange with respect to market-on-close/limit-on-close (“MOC/LOC”) order entry
and imbalance publication procedures.

I. S&P Indices Rebalance

On December 21, 2007, S&P will again effect a quarterly share rebalancing of the S&P 500, the S&P MidCap
400 and S&P SmallCap 600 indices. Details concerning these events will be posted on S&P's website
(www.standardandpoors.com).

In light of the increased automation and automatic execution of the Hybrid Market, members and member
organizations should carefully review their procedures for handling orders in connection with the S&P
quarterly share rebalancing. NYSE Regulation expects members and member organizations to review their
practices for handling orders at or near the Close, particularly with respect to any orders where there is an on-
Close or other price guarantee for those securities that are part of the rebalancing. In this regard, firms should
review their policies and procedures as well as their supervisory systems with respect to handling orders at or
near the Close. This is true for both orders that are handled manually as well as those orders that are handled
systemically, such as orders that are handled by a computer algorithm.

II. Expiration Day Opening Imbalance Publication

Members are reminded that the regular pre-opening procedures will apply on December 21 with respect to
price indications in situations where the opening price would be affected by an imbalance of buy and sell
orders, both market and limit orders, in a security. These procedures, as set forth in Rule 123D (“Openings
and Halts in Trading”), provide for ample notification to the marketplace of imbalance information through
multiple price indications if necessary, under the supervision of a Floor Official.

III. Market-On-Close/Limit-On-Close Order Entry Procedures

MOC and LOC orders should be entered with the specialist as early in the day as possible. This will provide
an opportunity for specialists to better identify potential order imbalances that might exist at the Close, and
to disseminate that information. This will enable brokers and traders to more effectively contact potential
offsetting interest that could mitigate any imbalance.

Index arbitrageurs are reminded that MOC/LOC orders relating to expiring derivative instruments whose
settlement pricing is based upon NYSE closing prices may not be entered after 3:40 p.m., even if such orders
might offset MOC imbalances published on the tape after 3:40 p.m.

Members and member organizations are reminded that they must ensure that they have a robust compliance
program that includes adequate supervisory policies and procedures to monitor for compliance with NYSE
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Rule 123C and the guidance contained in this Information Memo, that are adequate to ensure that all
procedures related to MOC and LOC orders are appropriately followed, and are adequate to detect and deter
any actions that may violate NYSE or SEC rules. Members and member organizations must also ensure that
their activity does not have the effect of artificially impacting the closing price. In this connection, members,
member organizations and compliance staff should be mindful of the guidance issued in Information Memo
05-52 regarding VWAP trading at or near the Close, which addresses their responsibilities for ensuring that
trading strategies engaged in to facilitate or hedge VWAP orders have an economic basis and do not have
the effect of marking the Close or marking the value of a position.

IV. Market-On-Close/Limit-On-Close Imbalance Publication Procedures

A. Informational MOC Imbalance Publications Between 3:00 p.m. and 3:40 p.m.

In view of possible greater than normal volume on December 21, 2007, specialists should disseminate
MOC imbalances as early as possible. Between 3:00 p.m. and 3:40 p.m., specialists are encouraged to
publish informational MOC imbalances of any size that could cause significant price dislocation at the Close.
These publications are informational only and do not limit MOC/LOC order entry or cancellation before 3:40
p.m. Specialists who are publishing informational imbalances must obtain Floor Official approval prior to
publication.

Specialist members and member organizations are also reminded that Rule 123C requires that informational
imbalances published between 3:00 p.m. and 3:40 p.m. must be updated as soon as practicable after 3:40
p.m.

B. Required MOC Imbalance Publications at 3:40 p.m. and 3:50 p.m.

As soon as practicable after 3:40 p.m., the specialist must publish any imbalance of 50,000 shares or more,
regardless of whether an informational imbalance was published. In addition, any specialist who published an
informational imbalance of any size must publish an update, indicating either the current imbalance or a “no
imbalance” situation as soon as practicable after 3:40 p.m.

In situations where the specialist did not publish an imbalance or a “no imbalance” notification at 3:40 p.m.,
but an order imbalance occurred after 3:40 p.m., the specialist may publish such imbalance at 3:50 p.m. in a
manner consistent with the requirements set forth in Rule 123C and this memorandum.

As soon as practicable after 3:50 p.m., specialists must update imbalances published at 3:40 p.m. or
indicate “no imbalance”. If the specialist reported “no imbalance” at 3:40 p.m., the specialist must publish any
significant imbalance or any imbalance of 50,000 shares or more as soon as practicable after 3:50 p.m.

C. Recommended MOC Imbalance Publications

Notwithstanding the size requirement in Rule 123C, specialists are also encouraged to publish MOC
imbalances of fewer than 50,000 shares that could cause significant price dislocation at the Close. If
specialists publish such imbalance information at either 3:40 p.m. or 3:50 p.m., they are expected to obtain
Floor Official approval prior to publication if possible.

V. Compliance Procedures Relating to the Trading at or Near the Close

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep
in mind the requirements of Exchange Rule 97 regarding member trading. Firms should review procedures
utilized in connection with orders to be executed at or near the Close with their traders and other order entry
personnel. Firms should also review systemic order entry functions (e.g., algorithms or “smart servers”) for
compliance with the provisions of this Information Memorandum. Firms should also review the provisions of
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Information Memo No. 95-28 (July 10, 1995) (see Attachment A), which discussed trading near the Close and
trading activity that would constitute violations of Exchange Rules as well as federal securities laws.

In that connection, firms are reminded that where a firm has committed to purchase from (sell to) a customer
an order at a price that is derived from the closing price (e.g., VWAP and MOC orders), reserving a significant
position of its hedging or covering transaction to be executed at or near the Close, it must operate with
substantial care. If the transaction is completed in a manner that does not effectively place the firm at market
risk or if the transaction does not provide an opportunity for possible contra side interest to develop and/or
react to the activity, it would raise manipulative concerns and would operate as conduct inconsistent with just
and equitable principles of trade. This could occur if a firm's trader or firm's “smart server” entered a single or
multiple orders into the market at or near the Close. Members and member firms should consult Information
Memo 05-52, Member Obligations in Connection With Volume Weighted Average Price Transactions, dated
August 1, 2005, for further guidance.

In addition, members and member organizations should review other applicable SEC and New York Stock
Exchange regulations, such as Section 9(a)(2) of the Securities Exchange Act and Rules 10a-1, 10b-5, as
well as the margin and capital rules. Firms must ensure that they have adequate policies and procedures in
place to detect, deter, and prevent such potentially violative conduct.

VI. Adequacy of Operations and Supervisory Staff

All members and member organizations, including specialists, should ensure that both operational and
supervisory staffing are sufficient to monitor and process all orders, regardless of the form in which they
are received, as well as to handle the increased workload. All members and member organizations firms
should also review their systems to assure that they have adequate capacity to handle the expected increase
in volume. For example, specialist firms should review their algorithms/API to assure that they meet their
obligations to maintain a fair and orderly market. Specialists should seek the advice of a Floor Official for
unusual situations as early as possible.

VII. Staff Contacts

Questions concerning this memorandum may be addressed to the following persons or areas in the Market
Surveillance Division:

Brett Kofman, Director, Market Surveillance, at (212) 656-2041, Michael Bernardo, Director, Market
Surveillance, at (212) 656-4735, Patricia Bergholc, Director, Market Surveillance, at (212) 656-4948,
John Saxton, Director, Market Surveillance, at (212) 656-2324,

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at
their booth. Questions that are not time sensitive may also be submitted to Ask Market Surveillance. (For
information about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3, which was
issued on January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

John F. Malitzis

Senior Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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December 14, 2007

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW NYSE RULE 48 (EXEMPTIVE RELIEF AT THE OPENING FOR EXTREME MARKET
VOLATILITY CONDITION)

I. Purpose

The purpose of this Information Memo is to advise members and member organizations that the NYSE has
filed with the Securities and Exchange Commission for immediate effectiveness to adopt new NYSE Rule 48.
The new rule authorizes the NYSE to suspend certain rule requirements relating to the opening of securities
on the NYSE in the event of extreme market volatility or market-wide price dislocation that may cause Floor-
wide delays in the opening of securities on the NYSE. The text of the new rule, which took effect on Monday,
December 10, 2007, is attached.

II. Background

Over the past several months, the equities markets world-wide have experienced unprecedented levels of
volatility, which has caused extremely high levels of pre-opening interest and volatility in the United States
markets around the opening of the markets. When these extreme levels of volatility occur Floor-wide on the
NYSE, the NYSE's pre-opening requirements (described below), which are intended to facilitate the fair and
orderly operation of the markets, can have the paradoxical effect of impeding the fair and orderly operation
of the market. On days when the Exchange experiences extremely high Floor-wide market volatility that
would stress the Exchange's staffing resources, the Exchange wants to ensure that openings are not unduly
delayed due to difficulties in timely publishing the mandatory indications.

Similarly, in unusual market situations, Floor Officials, and in certain circumstances, Senior Floor Officials,
Floor Governors, and Executive Floor Governors, need to be involved on a security-by-security basis before
a stock can open at the Exchange. In the event of an extreme, Floor-wide market volatility condition, the
Exchange is concerned that Floor Officials would not be able to timely review each security that experiences
an unusual market condition. In such case, the operation of the Exchange could be significantly impaired and
investors adversely impacted because securities cannot be opened on a timely basis.

III. New Rule 48

In the event of extremely high market volatility that would have a Floor-wide impact on the ability of specialists
to arrange for the timely opening of trading at the Exchange under the normal rules, NYSE Rule 48 permits
a qualified Exchange officer to declare an extreme market volatility condition. For purposes of the rule, a
“qualified Exchange officer” means the Chief Executive Officer of NYSE Euronext, Inc. or his or her designee,
or the Chief Executive Officer of NYSE Regulation, Inc., or his or her designee.

The rule is intended to be invoked only in those situations where the potential for extreme market volatility
would likely impair Floor-wide operations at the Exchange by impeding the timely, fair and orderly opening of
securities. Accordingly, the rule sets forth a number of factors that the qualified Exchange officer would have
to consider before declaring such a condition, including:

▪ volatility during the previous day's trading session;

▪ trading in foreign markets before the open;

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

127

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P07-110%2909013e2c855b3c30?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


▪ substantial activity in the futures market before the open;

▪ the volume of pre-opening indications of interest;

▪ evidence of significant pre-opening order imbalances across the market;

▪ government announcements;

▪ news and corporate events; and

▪ any such other market conditions that could impact Floor-wide trading conditions.

Because the declaration of an extreme market volatility condition concerns the opening of securities at the
Exchange, such condition would be declared before the scheduled opening of securities at the Exchange,
and that information will be disseminated to Floor personnel and the upstairs community.

A declaration of an extreme market volatility condition would remain in effect only for the opening of that
trading session. Should market conditions that led to the declaration continue on subsequent days, the
Exchange will review on a day-by-day basis the factors necessitating such a declaration.

A declaration of an extreme market volatility condition would affect the following NYSE Rules:

▪ NYSE Rule 123D(1), which provides that a specialist should consult with a Floor Governor in unusual
market situations, or if it is anticipated that the opening price may be at a significant disparity from the
prior close. The rule also provides that in the event of a large pre-opening order imbalance or before
a stock opens at a large price change, specialists must publicly disseminate a price indication at least
once (and possibly more than once, depending on pre-opening interest) before opening a security.
These requirements would be suspended for any opening with respect to which the NYSE has invoked
new Rule 48.

Rule 123D(1) also provides that delayed openings must be approved by a Floor Official. This
requirement would be suspended for any opening where the delay is solely attributable to the
extreme market volatility condition.

▪ NYSE Rule 79A.30, which requires a specialist to obtain prior Floor Official approval if a security is
going to open at one or more dollars away from the closing price at the Exchange when the closing
price was under $20 a share, or two dollars or more away from the closing price at the Exchange when
the closing price was $20 per share or more. This requirement would be suspended for any opening
with respect to which the NYSE has invoked new Rule 48. Specialists should note that notwithstanding
the invocation of Rule 48, the provisions of NYSE Rule 79A.30(c) would continue to apply.

Accordingly, opening trades that are outside the parameters of Rule 79A.30 should, when
published on the tape, be accompanied by the symbol “OPD”.

▪ NYSE Rule 15, which requires a specialist to publish a pre-opening price indication whenever the
specialist, in arranging the opening transaction in a subject security, anticipates that the price of the
opening transaction will be at a price which is different from the previous day's consolidated closing
price by more than the “pplicable price change”. This requirement would be suspended for any opening
with respect to which the NYSE has invoked new Rule 48.

Members and member organizations are advised that even when the dissemination and Floor Official
(including Senior Floor Official and above) approval requirements are suspended, specialists continue to be
responsible for the fair and orderly opening of securities. Accordingly, even in the absence of price indications
and a Floor Official's independent, impartial review of the opening, specialists will still be responsible
for ensuring that an opening price reflects market conditions and all participants have had a reasonable
opportunity to participate. Specialists should note in this regard that invocation of the rule does not preclude
a specialist from disseminating a price indication or pre-opening indication if the specialist deems it desirable.
1   In the event of an extreme market volatility condition, the NYSE will review actions by the specialist at
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the opening to ensure that they have met their affirmative market maintenance obligations with respect to
arranging a fair and orderly opening of securities at the Exchange.

Members and member organizations are further advised that even if Rule 48 is invoked, such invocation
does not affect situations where the opening of a security is delayed for reasons unrelated to extreme market
volatility, such as where there is material news pending that justifies a regulatory halt under NYSE Rule
123D. In such cases, notwithstanding the invocation of Rule 48, the specialist in the affected security will be
expected to follow regular procedures for opening the security (that is, as if Rule 48 had not been invoked).
Failure to comply with applicable requirements in this situation may result in the imposition of formal or
informal discipline.

IV. Supervision

Specialist member organizations are reminded that they must have adequate written policies, procedures,
and supervisory controls reasonably designed to detect and deter potential violations of the rule as described
in this Memorandum. In particular, specialist member organizations must ensure that when Rule 48 is
invoked, specialists continue to follow the established pre-opening procedures for any security in which the
delay in opening the security or the anticipated dislocation in opening pricing is for reasons unrelated to the
extreme market volatility condition.

In addition, specialist member organizations should review with their floor supervisors and all registered
personnel the factors to consider when deciding whether to disseminate price indications or pre-opening
indications on days when Rule 48 has been invoked.

Failure to have adequate written policies and procedures in place or to have an adequate supervisory system
in place may result in disciplinary action.

V. NYSE Staff Contacts

Questions regarding NYSE Rule 48 should be directed to NYSE staff as follows. Operational questions
should be directed to

Paul Bauccio, Director of Floor Operations, at (212) 656-2929

Regulatory questions or concerns should be directed to

Daniel Labovitz, Managing Director, Office of General Counsel, at (212) 656-2081

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
Booth adjacent to the Main Room. Questions that are not time sensitive may also be submitted to Ask Market
Surveillance. (For information about the Ask Market Surveillance system, refer to Information Memo 2006-3,
which was issued on January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

Richard Ketchum

Chief Executive Officer

Attachments

Exhibit A

Rule 48. Exemptive Relief — Extreme Market Volatility Condition

(a) In the event that extremely high market volatility is likely to have a Floor-wide impact on the ability of
specialists to arrange for the fair and orderly opening of trading at the Exchange and that absent relief, the
operation of the Exchange is likely to be impaired, a qualified Exchange officer may declare an extreme
market volatility condition with respect to trading on or through the facilities of the Exchange.
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(b) In the event that an extreme market volatility condition is declared with respect to trading on or through
the facilities of the Exchange, a qualified Exchange officer shall be empowered to suspend (i) the need for
prior Floor Official or prior NYSE Floor operations approval to open a security at the Exchange and/or (ii)
applicable requirements to make pre-opening indications in a security. Such suspension is subject to the
following provisions:

(1)(a) Before declaring an extreme market volatility condition, the qualified Exchange officer shall
consider the facts and circumstances that are likely to have Floor-wide impact for a particular trading
session, including volatility in the previous day's trading session, trading in foreign markets before the
open, substantial activity in the futures market before the open, the volume of pre-opening indications
of interest, evidence of pre-opening significant order imbalances across the market, government
announcements, news and corporate events, and such other market conditions that could impact Floor-
wide trading conditions.

(b) Such review shall be undertaken in consultation with relevant officials of NYSE Market and NYSE
Regulation, as appropriate. Following the review, the qualified Exchange officer or his or her designee
shall document the basis for declaring an extreme market volatility condition.

(2) The qualified Exchange officer will make a reasonable effort to consult with the staff of the
Securities and Exchange Commission before declaring an extreme market volatility condition and
granting a suspension of the NYSE rules or procedures. In the event that the qualified Exchange officer
cannot reach the Commission staff, the qualified Exchange officer will, as promptly as practicable in
the circumstances, inform the Commission staff of such declaration, the basis for such declaration, and
what relief has been granted.

(3) An extreme market volatility condition may only be declared before the scheduled opening or
reopening following a market-wide halt of securities at the Exchange.

(4) A declaration of an extreme market volatility condition shall be in effect only for the trading session
on the particular day that the extreme market volatility condition is determined to exist. The Exchange
may declare a separate extreme market volatility condition on subsequent days subject to sections (b)
(1) through (b)(3) above.

(5) A declaration of extreme market volatility shall not relieve specialists from the obligation to make
pre-opening indications in situations where the opening of a security is delayed for reasons unrelated to
the extreme market volatility condition.

(c) For purposes of this Rule, a “qualified Exchange officer” means the Chief Executive Officer of NYSE
Euronext, Inc., or his or her designee, or the Chief Executive Officer of NYSE Regulation, Inc., or his or her
designee.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  This may include situations in which the pre-opening interest in a particular security diverges significantly
from the larger market trend or where there is an extraordinary imbalance that is likely to affect the
pricing of the security out of proportion to the price that would otherwise be expected in view of the larger
market trend.
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December 13, 2007

   TO: ALL MEMBERS, MEMBER ORGANIZATIONS, AND COMPLIANCE OFFICERS

SUBJECT: NYSE RULE 103A(a)(3): FLOOR MEMBER CONTINUING EDUCATION PROGRAM

I. Purpose

The purpose of this Information Memo is to announce amendments to NYSE Rule 103A(a)(3) to reflect
certain changes to how the NYSE will be delivering its Floor Member Continuing Education Program (“FMCE
Program”). The NYSE has amended this rule in anticipation of the roll-out of a web-based FMCE Program,
which is expected to begin in the first quarter of 2008.

This Information Memo further advises member organizations that under the revised FMCE Program,
pursuant to NYSE Rule 342.30(e), firms will be required to certify that their Floor employees who are qualified
to act as Floor brokers or specialists have completed their FMCE Program requirements.

II. Background

NYSE Rule 103A requires NYSE Regulation to provide its Floor members with a continuing education
program. If a member fails to complete his or her FMCE Program requirements within the specified days of
original assignment, he or she will be barred from the Trading Floor until such assignment is completed.

NYSE Rule 103A previously required the NYSE to deliver its FMCE Program semi-annually and members
had 120 days from the date of enrollment to complete their training. In order to comply with these
requirements, NYSE Regulation established a learning laboratory on NYSE premises and offered the FMCE
Program in two sessions per year. To complete the training, Floor members had to schedule a time during
extended work hours to visit the training laboratory. Because of space limitations in the laboratory, the
number of members completing the program at any one time was limited.

III. Redesigned FMCE Program

In recognition of, among other things, the space and time limitations associated with the prior FMCE Program,
NYSE Regulation has undertaken a wholesale redesign of the FMCE Program. As redesigned, NYSE
Regulation will be offering the FMCE Program via a web-based interactive program that members can access
from an internet-capable computer.

NYSE Regulation has partnered with a third-party vendor to provide a learning management system (“LMS”)
that both administers the FMCE Program and hosts the web-based training modules. The LMS will provide
members and their compliance officers with unlimited access to the training modules, the ability to monitor
members' compliance with the FMCE Program, notifications of milestone deadlines for the FMCE Program,
and tools for compliance officers to run reports on their firm's members' compliance with the FMCE Program.

NYSE Regulation expects to implement the redesigned FMCE Program in first quarter 2008. At that time,
NYSE Regulation will issue additional guidance regarding how to access and use the redesigned web-based
program.

IV. Amended Rule 103A(a)(3)

To reflect the changes to the delivery method of the FMCE Program, the NYSE filed with the SEC for
immediate effectiveness amendments to NYSE Rule 103A(a)(3) to remove the reference to “semi-annual”
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education programs and instead simply require members to complete the training modules that NYSE
Regulation may introduce from time to time.

NYSE Regulation expects to deliver approximately four to ten training modules each year as part of the
redesigned FMCE Program, and unless otherwise stated, members will have a 60-day window within which to
complete such training programs.

NYSE Regulation has also amended NYSE Rule 103A(a)(3) to clarify who is required to complete the FMCE
Program. Previously, the rule applied to active NYSE members. Because firms can now designate one or
more individuals to use the firm's trading license, the NYSE has amended the rule to require that all qualified
Floor personnel must complete the FMCE Program. Accordingly, all Floor personnel who are qualified to
use a trading license (i.e., persons who have completed the New Member Orientation Program, passed
the relevant examination(s) and have been active on the Floor within the last six months) are required to
complete the FMCE Program training.

V. Compliance Requirements

To ensure the integrity of the program, once the program is in place, firms will be required to certify on an
annual basis, pursuant to NYSE Rule 342.30(e), that the firm's qualified Floor personnel have completed the
educational requirements contained in NYSE Rule 103A.

While the LMS will be able to track and log when an individual has completed a training module, firms will
be required to certify that their qualified Floor personnel have personally logged onto and completed the
training modules. As a result, NYSE Regulation expects firms to implement written policies and procedures
for ensuring that their qualified Floor personnel have completed the program. For example, firms may require
their employees to complete the program at firm premises, including booth premises, under the supervision of
a compliance officer or an employee with a supervisory role. NYSE Regulation expects firms to have such
policies and procedures within 60 days following the issuance of this Member Education Bulletin.

To assist firms in meeting their certification requirements, under the redesigned FMCE Program, compliance
officers will have the ability to log onto the LMS and access information about their employees, including
whether such employees have completed the training, the due dates for mandatory training, and whether an
employee has begun the training. In addition, all e-mail communications sent to qualified Floor personnel,
including notices of upcoming deadlines to complete a training module, will be copied to the firm's compliance
officer. Accordingly, compliance officers are reminded that it is a regulatory requirement that they
keep a current e-mail address on file with NYSE Regulation.

All qualified Floor members are reminded that it is a regulatory requirement that they keep a current
e-mail address on file with NYSE Regulation.

Member firms who fail to keep their compliance officer and/or Floor member e-mail addresses current with
NYSE Regulation may be subject to formal or informal disciplinary action under NYSE Rules.

VI. Staff Contacts:

For general questions or concerns relating to the FMCE Program, please contact:

Carol Krusik, Director, Market Surveillance, (212) 656-4597, or Peter Bon Viso, Principal Special
Counsel, Market Surveillance, (212) 656-5621.

To update your Floor member or compliance officer e-mail and contact information, contact:

Wendy Lugo, Market Surveillance, (212) 656-5819 or wlugo@nyse.com.

___________________________

John F. Malitzis

Senior Vice President
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November 9, 2007

   TO: ALL MEMBER ORGANIZATIONS

SUBJECT: RULE 103B AMENDMENTS - SPECIALIST REGISTRATION IN BOTH ETF AND COMPONENT
SECURITIES

I. Purpose

The purpose of this Information Memo is to advise member organizations that the SEC has approved
amendments to NYSE Rule 103B. Under the revised rule, specialist organizations are permitted to be
registered in a specialist capacity in both an Exchange-Traded Fund (“ETF”) and in a component security of
such ETF, subject to Exchange approval, as described below.

II. Background

NYSE Rule 103B previously prohibited specialist organizations to be registered in a specialist capacity in
both an ETF and in a component security of such ETF. The Exchange required this separation to avoid the
possibility of “wash sales” where the ETF specialist would need to hedge by buying or selling component
stocks of the ETF, and could inadvertently be trading with a proprietary bid or offer made by the specialist
in the same member organization who is making a market in that component security. To avoid this conflict
of interest, specialist organizations were required to establish a separate member organization to register in
ETFs.

III. NYSE Rule 103B Amendments

Because of changes in the marketplace since the rule was adopted and because of the high costs associated
with maintaining and regulating separate member organizations to register in a specialist capacity in ETFs,
the Exchange has amended Rule 103B to permit a member organization to register in both an ETF and a
component security of an ETF without having to form a separate member organization, subject to Exchange
approval.

In order to register in both an ETF and component securities of that ETF, a specialist member organization
must have policies and procedures to isolate the activities of such member organization in the trading of
ETFs and any component securities in which it may also be registered. At a minimum, such policies and
procedures must include information barriers that prevent the flow of non-public information between a
member organization's ETF specialist and the member organization's specialist in an associated component
security. For further information concerning policies and procedures for ensuring the effective containment of
trading information, see Information Memo 91-22.

A member organization applying to have an ETF allocated to it must demonstrate to the satisfaction of
the Exchange the existence of such physical and procedural information barriers to assure the effective
separation of information regarding trading in ETFs and in its component securities. After an ETF has been
allocated to a specialist member organization, the Exchange will continue to examine for compliance with
these Rule 103B requirements, including testing and reviewing on-site for breeches and weaknesses.

Note that NYSE Rule 103B does not prohibit usual and customary sharing of information regarding trades
after the fact to allow for appropriate risk and hedging activity, treasury management, and other such similar
activities. However, this courtesy does not extend to sharing information among different trading departments.
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IV. Supervision

Member organizations are reminded that they must have adequate written policies, procedures, and
supervisory controls reasonably designed to detect and deter potential violations of the rule as described in
this Memorandum. Failure to have adequate written policies and procedures in place or to have an adequate
supervisory system in place may result in disciplinary action.

V. NYSE Regulation Staff Contacts

Questions regarding NYSE Rule 103B generally and the amendments in particular may be directed to:

Clare F. Saperstein, Director, Rule Interpretation, at (212) 656-2355, or Douglas Witter, Senior Special
Counsel, Rule Interpretation, at (212) 656-4875

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
Booth in the EBR. Questions that are not time sensitive may also be submitted to Ask Market Surveillance.
(For information about the Ask Market Surveillance system, refer to Information Memo 2006-3, which was
issued on January 30, 2006, if you or your firm is not already a subscriber.)

____________________________

John F. Malitzis

Senior Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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November 9, 2007

   ATTENTION: CHIEF COMPLIANCE OFFICER, CHIEF TECHNOLOGY OFFICER

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: NYSE RULE 92 - CUSTOMER CONSENT AND FREQUENTLY ASKED QUESTIONS

I. Purpose

The purpose of this Information Memo is: (i) to provide additional guidance with respect to the recent
amendment to NYSE Rule 92(b), which permits obtaining blanket consent to trade along with a customer's
order, but does not prevent a member organization from obtaining customer consent under Rule 92(b) on
an order-by-order basis using the pre-amendment express consent procedures, and (ii) to answer frequently
asked questions about amended Rule 92. The NYSE has filed this Information Memo with the SEC for

immediate effectiveness. 1 

II. Background

NYSE Rule 92 generally prohibits members or member organizations from trading on a principal or
proprietary (for purposes of this memo, “proprietary”) basis ahead of customer orders that are executable at
the same price as the proprietary order. Among other provisions, the rule contains several exceptions that
make it permissible for a member or member organization to enter a proprietary order while representing
a customer order that could be executed at the same price, so long as the member organization has made
periodic written disclosures and obtains and documents affirmative customer consent (“Rule 92(b) proprietary

order”). 2 

Rule 92 was amended on July 5, 2007 to add the requirement described above. Under the prior version
of the rule, members and member organizations needed to obtain order-by-order consent from customers
before they could execute a Rule 92(b) proprietary order ahead of or along with a customer's order. The
rule provided that a member organization could trade along if “the customer has given express permission,
including an understanding of the relative price and size of allocated execution reports” (hereinafter referred
to as “express consent procedure”). In 2001, in connection with the express consent procedure, the NYSE
issued the following guidance:

A customer whose order is being traded along with must have given express permission for the
member or member organization to trade along. The consent requirement applies to both domestic
[and] foreign customers. The express permission of the customer must include an understanding by
the customer of the relative price and size of the allocated execution reports. Such permission must be
obtained on an order-by-order basis.

Although the [2001] amended rule does not outline a specific method of record keeping evidencing that
a customer has given permission to trade along, members and member organizations must implement
appropriate procedures to capture this information with respect to each such order. The burden of proof
to demonstrate that customer consent was obtained will fall on the member organization.

See Information Memo 01-21 (Aug. 9, 2001) and Information Memo 01-33 (Oct. 8, 2001) (the “2001
guidance”).
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As amended in 2007, the method for obtaining customer consent was expanded to include an affirmative
blanket consent procedure. However, the 2007 amendment did not prohibit, and was not intended to prohibit,
the use of the express consent procedure for obtaining trade-along approval in a given instance.

III. “Express Permission” under Rule 92(b) still permitted

NYSE Regulation is issuing this Information Memo to clarify that under Rule 92(b), in addition to affirmative
consent procedure, a member organization may still use the express consent procedure for obtaining consent
from a customer to trade along on an order-by-order basis with a Rule 92(b) proprietary order. Accordingly,
if a customer does not want to provide blanket affirmative consent, a member organization may still obtain
consent on an order-by-order basis to trade along with an order from that customer.

Subject to clarifications discussed in this Information Memo, the 2001 guidance discussed above that
the NYSE issued in connection with Rule 92(b), i.e., Information Memos 01-21 and 01-33, still governs
the process that firms must follow when obtaining consent from customers under the express consent

procedures. 3 

Although the 2001 guidance did not dictate how member organizations should maintain records evidencing
that a customer has given permission to trade along, a recent NYSE Regulation Hearing Panel decision has
interpreted the Rule 92(b) record-keeping requirements to require that member organizations record not only

the percentage split of a trade along order, but also the customer contact name that provided such consent. 4 
NYSE Regulation believes that this information is necessary for ensuring that member organizations properly
document when a customer has provided consent under Rule 92(b).

Accordingly, member organizations are advised that when following express consent procedures, they
must document not only the relative price and size of the allocated order, i.e., the percentage split with the
customer, but also the identity of the person at the customer who approved the trade-along request. As
with the affirmative consent procedure, the identity of the person must be noted in a manner that will permit
subsequent contact with that person if a question as to the consent arises (i.e., first names only, initials, and
nicknames will not suffice).

Previously, the NYSE Regulation has found that a firm's failure to take reasonable measures to satisfy the
burden of proving customer consent violated NYSE Rule 401 in that the firm did not conduct its business
in accordance with principles of good business practice. Member organizations are advised that NYSE
Regulation considers such conduct to violate not only NYSE Rule 401 but NYSE Rule 92 as well, if it occurs
after the date of this memorandum.

IV. Frequently-Asked Questions

NYSE Regulation has received a number of inquiries from member organizations regarding the scope and
application of amended NYSE Rule 92(b). The following questions and answers address key themes and
issues that have been raised to the NYSE Regulation staff regarding the rule and the amendment.

Q1: What class of investors may provide consent under Rule 92(b)?

A1: NYSE Rule 92(b) permits institutional investors with orders of any size, or individual investors with an
order over 10,000 shares, unless such orders are less than $100,000 in value, to consent to a member
organization entering Rule 92(b) proprietary orders. Member organizations should note that Information
Memo 07-87 contains a typographical error and refers to orders of less that $10,000 in value. This is
incorrect; in fact, Rule 92(b) specifically refers to customers with orders “over 10,000 shares, unless such
orders are less than $100,000 in value.”

Q2: May a firm use web-based disclosures to satisfy its Rule 92(b) and 92(c) disclosure requirements?

A2: NYSE Regulation expects member organizations to engage in proactive measures to ensure that
customers actually receive and have an opportunity to review the Rule 92(b) and 92(c) disclosures. As a
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result, web-based disclosures generally by themselves (e.g., a notation on a customer trade confirmation
directing a customer to visit the firm's website to read disclosures) do not satisfy the Rule 92(b) or 92(c)
disclosure requirements, since there is no way to confirm that the customer actually reviewed the disclosures
before providing consent. Notwithstanding this, a web-based disclosure could be appropriate if it is
meaningful and well documented. For example, an appropriate disclosure procedure could be if member
organizations refer customers to a web-based disclosure, review the terms of such disclosure orally with
the customer before obtaining consent, and then create a record to demonstrate that the customer received
this meaningful disclosure. Similarly, a web-based disclosure that requires the customer to click through
the disclosures before providing consent could also be appropriate, assuming that the firm maintains
documentation demonstrating that the particular customer availed itself of the click-through procedure. In
either case, the member organization must be able to demonstrate through specific records that the customer
actually accessed and had an opportunity to review the disclosures before providing consent.

Q3: If a firm did not obtain documentation relating to affirmative consent under Rule 92(b) by September 30,
2007, may it still obtain affirmative consent from customers?

A3: Yes. The purpose of the September 30, 2007 deadline was to provide member organizations with a
grace period to make the written disclosures required under amended Rule 92. The SEC approved the three-
month grace period so that immediately upon approval of the amended rule, firms that wanted to use the
new process for obtaining blanket consent from customers to trade along could do so even before their
written disclosures were finalized, so long as the process of making written disclosures and documenting the
orally-provided consents was completed by September 30. Because the grace period has expired, member
organizations must provide written disclosures to their customers and document the customers' affirmative
consents before they may trade along with such customers.

Q4: Can a customer provide blanket affirmative consent to percentage split allocations that are variable
depending on the specifics of a particular trade?

A4: No. Before obtaining affirmative consent under Rule 92(b), member organizations must disclose the
method by which the member organization will allocate shares to the customer's order. If either the customer
or the member organization chooses to alter such allocation methodology, including changing the agreed-
upon percentage split, the member organization would need to follow the express consent procedures on an
order-by-order basis to document what the percentage split would be and the customer contact name that
consented to that split.

IV. Supervision

Member organizations are reminded that they must have adequate written policies, procedures, and
supervisory controls reasonably designed to detect and deter potential violations of the rule as described in
this Memorandum. Failure to have adequate written policies and procedures in place or to have an adequate
supervisory system in place may result in disciplinary action.

V. Staff Contacts

Questions regarding NYSE Rule 92 may be directed to:

Daniel M. Labovitz, Managing Director, NYSE Regulation, at (212) 656-2081

Clare F. Saperstein, Director, NYSE Regulation, at (212) 656-2355

___________________________

John F. Malitzis

Senior Vice President

Market Surveillance
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Footnotes

1  See Securities Exchange Act Release No. 34-56753 (Nov. 6, 2007), SR-NYSE-2007-97.
2  These are transactions in which the member or member organization is: (1) liquidating a position held in

a proprietary facilitation account; (2) creating a bona fide hedge; (3) modifying an existing hedge; or (4)
engaging in a bona fide arbitrage or risk arbitrage transaction.

3  Because amended Rule 92(b) now permits blanket affirmative consent, the statement in the 2001
guidance prohibiting a broad contractual understanding of consent is no longer applicable.

4  See In re Merrill Lynch, Pierce, Fenner & Smith Incorporated, NYSE Hearing Board Decision 07-005
(Jan 12, 2007) (firm failed to adhere to principles of good business practice because it did not record
both the customer contact name and the percentage split when documenting whether a customer
provided trade-along consent).
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November 1, 2007

   ATTENTION: HEADS OF EQUITY TRADING DESKS AND CHIEF COMPLIANCE OFFICERS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ELIMINATION OF RULE 80A EFFECTIVE NOVEMBER 2, 2007

Purpose

The purpose of this Information Memo is to advise members and member organizations that the NYSE's filing
with the Securities and Exchange Commission (the “Commission”) to eliminate limitations on program trading
order entry procedures contained in Rule 80A (Index Arbitrage Trading Restrictions) is effective November 2,
2007.

Background

Currently, Rule 80A (a) and (b) require that, for any component stock of the S&P 500 Stock Price Index SM,
whenever the NYSE Composite Index® (“NYA”) advances or declines by a predetermined value from its
previous day's closing value, all index arbitrage orders to buy or sell (depending on the direction of the move
in the NYA) must be entered as either “buy minus” or “sell plus”. The value at which these tick restrictions
are imposed is two percent (2%) of the average closing value of the NYA for the last month of the previous
calendar quarter, rounded down to the nearest ten points. The order entry conditions are lifted if the NYA
recovers to within one percent (1%) of the previous day's closing value, and can be reimposed if the average
moves away by 2% again during a trading session.

The Exchange is making this change since it does not appear that the approach to market volatility
envisioned by the use of these “collars” is as meaningful today as when the Rule was formalized in the late
1980s. Rule 80A addresses only one type of trading strategy, namely index arbitrage, whereas the number
and types of strategies have increased markedly in the last 20 years and may as well contribute to the
increase in or lack of volatility. As markets have continually and significantly evolved in the years since the
original Rule was adopted, similar regulatory constraints on trading have been removed. For example, earlier
this year, the Commission ended price tick restrictions on short sales by removing Rule 10a-1, a regulation
adopted almost 70 years ago. In doing so, the Commission discussed the practice of applying different price
tests to trading in different securities and markets. This is true in Rule 80A as well since its tick restrictions
apply only to index arbitrage orders in S&P 500 component stocks when traded on the Exchange.

Circuit Breakers Not Impacted

The rescission of Rule 80A has no effect on the circuit breakers in Rule 80B (Trading Halts Due to
Extraordinary Market Volatility). These are market-wide, coordinated pauses in trading that would be imposed
should the Dow Jones Industrial AverageSM decline by specified point values announced at the beginning
of each calendar quarter. These continue to remain in effect. See Information Memo No. 07-95 (October 1,
2007) for the current trigger levels for Rule 80B.

Definitions in Rule 80A

Definitions in Rule 80A.40(a) and (b) for the terms “index arbitrage” and “program trading” have been
repositioned in Rule 132B (Order Tracking Requirements) as they continue to be part of the Exchange's
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regulatory agenda. The definition of “account of an individual investor” in Rule 80A.40(c) has been made part
of Rule 92.40 as this Rule currently refers to this definition in Rule 80A.

Program Trading Reporting

Member organizations are reminded that they will continue to be responsible to report trades for
Program Trading as detailed in Information Memo 07-52 (June 11, 2007) and Information Memo 07-88
(August 31, 2007).

Other Rule Amendments

Conforming amendments to two other Exchange rules are proposed as a consequence of the rescission of
Rule 80A.

Rule 123C - This Rule details the procedures for “market on close” (MOC) and “limit on close” (LOC) order
entry, publication of imbalances and closing prints. Generally, MOC or LOC orders are not cancelable after
3:40 p.m., except to correct certain errors or to comply with the order entry requirements of Rule 80A, if the
two percent collars are in effect. References to the Rule 80A provisions are removed in Rule 123C (1) and
(2).

Rule 123C(7) - This Rule establishes procedures for exceptions to Rule 80A's entry restrictions for MOC
index arbitrage orders on so-called “expiration days”, i.e., the day when expiring stock and index option
and futures products' pricing is established, usually the third Friday of the month. This section is rescinded
entirely.

Rule 476A - This Rule establishes procedures to enable the Exchange to impose appropriate sanctions for
less serious violations of Exchange rules. References to violations of Rule 80A contained in the list of rules
subject to these procedures are proposed to be deleted.

Sell Plus/Buy Minus Orders

The rescission of Rule 80A does not otherwise affect “sell plus” and “buy minus” orders. These are still valid
order types, as defined in Exchange Rule 13.

Questions concerning Rule 80A may be addressed to Deanna Logan, Office of the General Counsel, at
212-656-2389.

___________________________

Vivian Maese

Senior Vice President

Office of General Counsel

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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October 31, 2007

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: SEC APPROVES AMENDMENTS TO RULE 104.10 REGARDING CONDITIONAL
TRANSACTIONS

I. Purpose of the Information Memo

The purpose of this Information Memo is to advise members and member organizations that on October
26, 2007, the SEC approved an amendment to NYSE Rule 104.10 to: 1) extend the operation of a pilot
regarding specialist stabilization requirements under Rule 104.10(6)(iv) to March 31, 2008; 2) remove the
“active securities” limitation on Conditional Transactions that establish or increase a specialist's position and
reach across the market to transact with the NYSE's published quote; and 3) make conforming changes to
Rule 104.10(5). The amendments will take effect on November 1, 2007.

II. Background

On December 1, 2006, the SEC approved changes to NYSE Rules 104.10(5) and 104.10(6) governing
specialist stabilization requirements. The amendments to these Rules moved away from defining stabilization
in terms of the last sale to focus on market conditions, the type of trade in question and the specialist's
existing position. The stabilization rules define four types of transactions for purposes of determining the
specialist stabilization obligations.

Three types of transactions were approved as permanent rule changes:

• Neutral Transactions (Rule 104.10(5)(i)(a)(I)): Purchases or sales by which the specialist liquidates or
decreases a position;

• Non-Conditional Transactions (Rule 104.10(5)(a)(II)): Certain specialist bids or purchases and
offers or sales by which the specialist establishes or increases a position (excluding trades where the
specialist reaches across the market to trade with the Exchange bid or offer); and

• Prohibited Transactions (Rule 104.10(5)(i)(c)): During the last 10 minutes of trading, while long, the
specialist makes a purchases that would establish a new high price for that security on the Exchange
or, while short, makes a sale that would establish a new low price on the Exchange.

See Information Memo 06-74, (October 6, 2006), for more detailed discussion of the above types of
transactions.

The fourth type of transaction, Conditional Transactions, was approved on a pilot basis through June 30,
2007 (the “Stabilization Pilot”). Originally, Conditional Transactions were defined as follows:

• Specialist transactions in “active” securities that establish or increase a position by reaching across
the market to trade with the Exchange-published bid (in the case of specialist sales) or offer (in the
case of specialist purchases) (“Hit Bid/Take Offer”). “Active” securities were: (i) securities comprising
the S&P 500® Stock Index; (ii) the securities trading on the Exchange during the first five trading days
following their initial public offering; and (iii) securities that had been designated as “active” by a Floor
Official.

The NYSE extended the operation of the Stabilization Pilot on two subsequent occasions. The most recent
extension of the Stabilization Pilot was scheduled to end on December 31, 2007, or such earlier time that the
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Commission approved the expansion of the Stabilization Pilot to operate in all securities traded on the Floor.
At the same time, the NYSE filed a proposed amendment to expand the Stabilization Pilot to all securities and
extend the operation of the Stabilization Pilot to March 31, 2008.

III. Expansion of the Conditional Transactions Pilot

The proposed rule pertaining to Conditional Transactions has been approved only as a pilot through March
31, 2008.

The current amendments to Exchange Rule 104.10(5) and 104.10(6) eliminate the distinction between
“active” and “inactive” securities. Under the expanded Stabilization Pilot, the specialist may now effect
Conditional Transactions in all securities without restriction as to price and without Floor Official approval,
provided that the transactions are followed by appropriate re-entry on the opposite side of the market, in
an amount that is commensurate with the size of the specialist's transaction. The rule applies to specialist
purchases (sales) from the NYSE published offer (bid) that are priced above (below) the last differently priced

trade on the NYSE and above (below) the last differently priced published offer (bid) on the NYSE. 1 

The NYSE will continue to assist the specialist in determining appropriate re-entry points after one or more
Conditional Transactions, by periodically issuing guidelines known as “Price Participation Points” (“PPPs”)
that will identify the price at or before which the specialist is expected to re-enter the market. The PPPs are
intended as minimum guidelines only; a specialist and specialist member organizations should note that
certain situations would require immediate re-entry by the specialist irrespective of the PPPs. “Immediate re-
entry” means the specialist's next available opportunity to re-enter the market (by quoting or trading) in order
to provide reasonable depth and tradeto-trade price continuity. A specialist should further note that even in
instances where immediate re-entry is not required prevailing market conditions may dictate re-entry prior to
the PPPs.

The specialist is reminded that notwithstanding the PPPs, Immediate re-entry would be required after a
Conditional Transaction where the transaction (a) is for 10,000 shares or more or a quantity of stock with a
market value of $200,000 or more; and (b) exceeds 50% of the published bid size (in the case of a sale) or
offer size (in the case of a purchase). In the event of a “sweep” transaction, each trade at a separate price in
the sweep would be viewed as a transaction with the published bid or offer for the purposes of determining
whether immediate re-entry is required.

IV. Specialist Continued Obligations

The specialist's affirmative and negative obligations remain in effect. In order to satisfy his or her affirmative
obligation, the specialist may be required to re-enter the market immediately after a Conditional Transaction,
notwithstanding the PPPs, based on the price and/or the volume of the specialist's trading in reference to the
overall market in the security at the time of such trading. A specialist and specialist member organizations
should note that in such situations, the fact that there may have been one or more independent trades
following the specialist's Conditional Transaction would not necessarily excuse the specialist's failure to re-
enter immediately.

The specialist is further reminded that he or she must continue to assess his or her need to trade and limit
his or her proprietary trades only to those reasonably necessary to allow the specialist to maintain a fair and
orderly market.

As a general rule, a specialist effecting transactions in the dealer account should consider both the immediate
needs of the market and the anticipated needs of the market in relation to their negative obligation.
Accordingly, during both manual markets (that is, when the NYSE posts an indicator that the quote is “auction
only”) and during automated markets (that is, when the market in the specialty stock is a “fast” market),
the specialist will be expected to ensure that when viewed in the context of the overall market in his or her
specialty securities, his or her dealer trades - including orders generated by algorithms and delivered to
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NYSE systems via the API - constitute a course of dealings that is reasonably necessary to maintain a fair
and orderly market in accordance with Section 11(b) of the Securities Exchange Act of 1934 and Rule 11b-1
promulgated thereunder, and NYSE Rule 104.

In evaluating whether a specialist and specialist member organization has acted consistently with the
negative obligation, the NYSE will consider all trading for the dealer account by the specialist on the Floor
and through the algorithm, including trading activity that constitutes a pattern and practice of inappropriate
behavior, by, for example, dominating the market for the security (e.g., leading the market) or consistently
shutting out limit orders that could have interacted with incoming orders.

The specialist's negative obligation is discussed in greater detail in Member Education Bulletin 2006-19,
which remains in effect.

V. Books and Records

Member firms must maintain appropriate records to demonstrate compliance with these rules. When
evaluating trading under the rule, NYSE Regulation will look for proper documentation of the trades.

VI. Supervision

Specialist organizations are reminded that they are required to have adequate policies, procedures and
written supervisory procedures that are reasonably designed to detect and deter potential violation of the
provisions of the rule as described in this memo. Failure to have an adequate supervisory system in place
may result in disciplinary action.

VII. Staff Contact Information

Questions regarding the stabilization rule changes should be directed to:

Clare Saperstein, Director, Office of the General Counsel, (212) 656-2355

Patrick Giraldi, Director, Market Surveillance, (212) 656-6804

John Saxton, Director, Market Surveillance, (212) 656-2324

___________________________

Richard Ketchum

Chief Executive Officer

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  The amendment suspends the operation of Rule 104.10(5)(b) until March 31, 2008. That rule governed
transactions that reached across the market in "inactive" securities.
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October 26, 2007

   ATTENTION: HEADS OF EQUITY TRADING DESKS AND CHIEF COMPLIANCE OFFICERS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ELIMINATION OF ORDER ENTRY RESTRICTIONS IN RULE 80A

Purpose

The purpose of this Information Memo is to advise members and member organizations that the NYSE has
filed with the Securities and Exchange Commission (the “Commission”) to eliminate limitations on program
trading order entry procedures contained in Rule 80A (Index Arbitrage Trading Restrictions).

Background

Currently, Rule 80A (a) and (b) require that, for any component stock of the S&P 500 Stock Price Index sm,
whenever the NYSE Composite Index ® (“NYA”) advances or declines by a predetermined value from its
previous day's closing value, all index arbitrage orders to buy or sell (depending on the direction of the move
in the NYA) must be entered as either “buy minus” or “sell plus”. The value at which these tick restrictions
are imposed is two percent (2%) of the average closing value of the NYA for the last month of the previous
calendar quarter, rounded down to the nearest ten points. The order entry conditions are lifted if the NYA
recovers to within one percent (1%) of the previous day's closing value, and can be reimposed if the average
moves away by 2% again during a trading session.

The Exchange is making this change since it does not appear that the approach to market volatility
envisioned by the use of these “collars” is as meaningful today as when the Rule was formalized in the late
1980s. Rule 80A addresses only one type of trading strategy, namely index arbitrage, whereas the number
and types of strategies have increased markedly in the last 20 years and may as well contribute to the
increase in or lack of volatility. As markets have continually and significantly evolved in the years since the
original Rule was adopted, similar regulatory constraints on trading have been removed. For example, earlier
this year, the Commission ended price tick restrictions on short sales by removing Rule 10a-1, a regulation
adopted almost 70 years ago. In doing so, the Commission discussed the practice of applying different price
tests to trading in different securities and markets. This is true in Rule 80A as well since its tick restrictions
apply only to index arbitrage orders in S&P 500 component stocks when traded on the Exchange.

Circuit Breakers Not Impacted

The rescission of Rule 80A has no effect on the circuit breakers in Rule 80B (Trading Halts Due to
Extraordinary Market Volatility). These are market-wide, coordinated pauses in trading that would be imposed
should the Dow Jones Industrial Average sm decline by specified point values announced at the beginning
of each calendar quarter. These continue to remain in effect. See Information Memo No. 07-95 (October 1,
2007) for the current trigger levels for Rule 80B.

Definitions in Rule 80A

Definitions in Rule 80A.40(a) and (b) for the terms “index arbitrage” and “program trading” have been
repositioned in Rule 132B (Order Tracking Requirements) as they continue to be part of the Exchange's

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

145

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P07-104%2909013e2c855b3c24?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


regulatory agenda. The definition of “account of an individual investor” in Rule 80A.40(c) has been made part
of Rule 92.40 as this Rule currently refers to this definition in Rule 80A.

Program Trading Reporting

Member organizations are reminded that they will continue to be responsible to report trades for
Program Trading as detailed in Information Memo 07-52 (June 11, 2007) and Information Memo 07-88
(August 31, 2007).

Other Rule Amendments

Conforming amendments to two other Exchange rules are proposed as a consequence of the rescission of
Rule 80A.

Rule 123C - This Rule details the procedures for “market on close” (MOC) and “limit on close” (LOC) order
entry, publication of imbalances and closing prints. Generally, MOC or LOC orders are not cancelable after
3:40 p.m., except to correct certain errors or to comply with the order entry requirements of Rule 80A, if the
two percent collars are in effect. References to the Rule 80A provisions are removed in Rule 123C (1) and
(2).

Rule 123C(7) - This Rule establishes procedures for exceptions to Rule 80A's entry restrictions for MOC
index arbitrage orders on so-called “expiration days”, i.e., the day when expiring stock and index option
and futures products' pricing is established, usually the third Friday of the month. This section is rescinded
entirely.

Rule 476A - This Rule establishes procedures to enable the Exchange to impose appropriate sanctions for
less serious violations of Exchange rules. References to violations of Rule 80A contained in the list of rules
subject to these procedures are proposed to be deleted.

Sell Plus/Buy Minus Orders

The rescission of Rule 80A does not otherwise affect “sell plus” and “buy minus” orders. These are still valid
order types, as defined in Exchange Rule 13.

The changes to Rule 80A will become operative upon the posting of the Exchange filing (SR-NYSE-2007-96)
on the Commission website (www.sec.gov).

Questions concerning Rule 80A may be addressed to Deanna Logan, Office of the General Counsel, at
212-656-2389.

___________________________

Vivian Maese

Senior Vice President

Office of General Counsel

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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October 23, 2007

   ATTENTION: TRADING AND COMPLIANCE

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: COMPENSATION FOR NYSE SYSTEM FAILURES - AMENDED NYSE RULE 18

I. Purpose

The purpose of this Information Memo is to advise members and member organizations that the NYSE has
amended NYSE Rule 18 to reduce the dollar amount required in order for a member organization to seek

compensation in the event of an Exchange System failure. 1 

NYSE Rule 18, originally implemented on July 17, 2007, established a process for members to seek

reimbursement for losses resulting from NYSE system failures. 2   This memo describes what errors qualify
for reimbursement and the process for submitting claims.

II. Background

Pursuant to Exchange Rule 17, the Exchange is not liable for any damages sustained by a member, allied
member or member organization growing out of the use or enjoyment by such member, allied member or
member organization of the facilities afforded by the Exchange, except as provided in the rules.”

The Exchange recognizes that the current industry practice of exchanges that function as SROs is to provide
a form of compensation for losses sustained in relation to the use of the company's systems. As such,
the Exchange adopted Exchange Rule 18 in order to conform to current industry practice. The adoption
of Exchange Rule 18 further acknowledges that systems malfunctions can have a commensurately larger
impact than in the past as a result of increased automatic execution with with the implementation of the
HYBRID MARKET SM, and Regulation NMS In recognition of this shift, the NYSE decided to implement a
process for providing financial compensation to member organizations when a loss is sustained in relation to
an NYSE system failure. To implement this new process, the NYSE adopted Rule 18. The amended rule and
related procedures are described below.

III. NYSE Rule 18

A. Overview

Under NYSE Rule 18, as originally approved, if there is an NYSE system malfunction, a member organization
could submit to the NYSE a claim for compensation (referred to in this memo as a “Compensation Claim”)
for any resultant net loss incurred by the member organization equal to or greater than $5,000. As amended,
the new minimum loss threshold is $500. The NYSE allocates $500,000 per calendar month (the “Monthly
Allotment”) for payment of approved Compensation Claims. As further described below, an additional
amount (the “Supplemental Funds”) may be added to the Monthly Allotment and used for the payment of
Compensation Claims.

Compensation Claims are reviewed by a Compensation Review Panel, consisting of three NYSE Floor
Governors and three NYSE employees. The Compensation Review Panel has the power to approve or deny
claims, which will be paid in full or, if the total amount of all approved claims exceeds the Monthly Allotment
(and Supplemental Funds, where applicable), on a pro rata basis.
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B. Determining Whether a Member Organization has a Claim.

Compensation Claims under amended NYSE Rule 18 may be made only where the circumstances of the
claim meet both of the conditions below:

• The loss is connected to an NYSE system malfunction

○ The term “system malfunction” means a malfunction of the NYSE's physical equipment,
devices and/or programming that results in an incorrect execution of an order or no execution of
an order that was received in NYSE systems.

○ Malfunctions in a member organization's own connectivity to the Exchange, or in a member
organization's physical equipment, devices or programming, that proximately cause the member
organization's losses (either by failing to properly enter and process orders or by entering
erroneous orders) are not system malfunctions within the meaning of NYSE Rule 18.

• The member organization has sustained a net loss in the amount of $500 or more.

○ A “net loss” is calculated by subtracting any profits received in relation to the same system
failure incident that is the subject of the compensation claim.

○ Claims must be submitted on a per-incident basis, meaning that member organizations may
not aggregate losses relating to multiple incidents into a single claim, and may not net profits and
losses incurred as a result of separate incidents.

Please note that Compensation Claims that do not meet the above criteria may not be submitted for
consideration for reimbursement.

C. Submitting a Compensation Claim

Member organizations wishing to submit a Compensation Claim should follow the following procedure:

• Verify internally that the Compensation Claim meets the criteria described above, including offsetting
profits.

• Orally notify the NYSE Floor Operations department of the suspected system failure as soon as
possible, but in all cases prior to the opening of trading on the trading day following the incident giving
rise to the claim.

• Submit written notification of the suspected system failure within three (3) business days of the
incident. The written notification should detail the nature of the loss resulting from the system
malfunction, the amount of such loss and any steps taken by the member organization to mitigate or
offset the loss incurred.

NYSE Floor Operations staff will verify the validity of all Compensation Claims by verifying that (1) one or
more valid order was accepted into NYSE systems, and (2) an NYSE system failure occurred during the
execution or handling of the order(s).

D. Operation of the Compensation Review Panel

Compensation Claims that have been verified by NYSE Floor Operations will be reviewed by a Compensation
Review Panel consisting of three NYSE Floor Governors and three NYSE employees. Claims will be
reviewed and processed at the end of each calendar month.

The panel will determine whether the Compensation Claim satisfies all of the criteria for reimbursement, and
the amount to be paid on each claim. In making its decision, the panel will also review the actions taken by
the member organization and its employees before, during and after the system malfunction to determine if
any of such actions contributed to the loss incurred, and whether the member organization took appropriate
steps to mitigate its loss. The panel may increase or reduce the amount the claim as a result of this review.
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All decisions of the Compensation Review Panel will be made by a majority vote, with ties decided by the
NYSE Euronext Chief Executive Officer (or his designee) after a review of the relevant facts. All decisions of
the Compensation Review Panel (including tie-breaking decisions) are final.

If the total amount of approved Compensation Claims in a given month exceeds the Monthly Allotment and
any Supplemental Funds, all approved Compensation Claims will be paid on a pro rata basis.

E. Monthly Allotment and Supplemental Funds

As noted previously, the NYSE allocates $500,000 for each calendar month (the Monthly Allotment) for the
payment of approved Compensation Claims. In any month where less than $250,000 of the Monthly Allotment
is used to pay approved Compensation Claims, $50,000 (the Supplemental Funds) will be carried forward into
a supplemental fund that may be used to pay approved Compensation Claims in subsequent months. Please
note that Supplemental Funds will only be used after the entire Monthly Allotment has been exhausted.
Supplemental Funds that are not used will continue to roll-over into subsequent months until such funds are
exhausted.

NYSE management will periodically review the amount of the Monthly Allotment, the amount from each
Monthly Allotment that may be moved into the Supplemental Funds, and the maximum amount that may
accrue in the Supplemental Funds to ensure that these amounts remain appropriate, or to amend NYSE Rule
18 as necessary to change such amounts.

IV. Staff Contacts

Questions regarding this Information Memo should be directed to:

Deanna Logan, Director, Rule Development, 212-656-2389

Questions regarding the operation of new NYSE Rule 18 or concerning potential NYSE systems malfunctions
should be directed to:

Paul Bauccio, Director, NYSE Operations, 212-656-2929.

Questions may also be direct to the On-Floor Surveillance Unit via the White Phone or in person at their
booth in the EBR. Questions that are not time-sensitive may be submitted to Ask Market Surveillance. (For
information about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3, which was
issued on January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

John F. Malitzis

Senior Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See SR-NYSE-2007-95 (October 11, 2007).
2  The operation of the rule was retroactive to September 2006. See Securities Exchange Act Release

No.55555 (March 27, 2007), 72 FR 16841 (April 5, 2007) (SR-NYSE-2007-09).
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   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, COMPLIANCE, REGISTRATION
AND LEGAL DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENT TO NYSE RULE 2 AND WAIVE-IN APPLICATION PROCESS TO BECOME
A FINRA MEMBER (FOR NYSE MEMBER ORGANIZATIONS WHO ARE NOT CURRENTLY FINRA
MEMBERS)

I. Purpose

The purpose of this Information Memo is:

(i) to notify member organizations that the SEC has approved amendments to NYSE rules that will
require all NYSE member organizations to become members of the Financial Industry Regulatory
Authority (“FINRA”);

(ii) to provide guidance on how to become a FINRA member; and

(iii) to provide guidance on how these membership changes affect an NYSE member organization's
ability to conduct upstairs operations from a member organization's booth premises (“blueline trading”).

II. Background

On July 30, 2007, NASD and NYSE Regulation consolidated their member firm regulation operations into a
combined organization, FINRA. As a result of this transaction, the NYSE will no longer be the Designated

Examining Authority for NYSE member organizations. 1 

At the time of the NASD and NYSE Regulation consolidation, there were approximately 95 NYSE member
organizations that were not already NASD member firms (“NYSE-only member organizations”), including
direct access firms, independent Floor broker firms, and specialist firms. In connection with FINRA's new
regulatory responsibilities, all NYSE-only member organizations will need to become members of FINRA.
Accordingly, the NYSE proposed to amend NYSE Rule 2 to require FINRA membership as a condition of
being or becoming an NYSE member organization. FINRA also filed with the SEC proposed amendments to
its rules to create a process for NYSE-only member organizations to waive into FINRA membership.

III. FINRA Membership Requirement

A. Membership Requirement

On October 12, 2007, the SEC approved amendments to NYSE Rule 2 that require NYSE member
organizations to become FINRA members. Under the amended rule, NYSE-only member organizations
must apply for and be approved as FINRA members by December 12, 2007. Member organizations
who fail to complete the process described in this memo will no longer be qualified to act as
members of the NYSE and will be barred from transacting business on the Exchange.

To facilitate the process of becoming FINRA members, the SEC has approved amendments to FINRA's
membership rules that establish an expedited process for current NYSE-only member organizations to
waive-in as members of FINRA. FINRA's rule change applies to firms that are not currently members of
FINRA and (1) were approved NYSE member organizations as of July 25, 2007, or (2) had submitted
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an application to become an NYSE member organization by July 25, 2007 and were subsequently
approved for NYSE membership.

B. Governing Rules for Waived-In FINRA Members

The FINRA Waive-In Application process contemplates that NYSE-only member organizations applying for
FINRA membership via this process will not be changing their core Floor business activities. Accordingly,
as set forth in NASD IM-1013-1, NYSE-only member organizations that become FINRA members via the
FINRA waive-in membership application process (“Waive-In Application”) described below will continue to
be subject to NYSE rules, as incorporated by FINRA. Upon membership pursuant to NASD IM-1013-1, the
only FINRA rules (in addition to the NYSE rules that are incorporated in the FINRA rulebook) to which such
member organizations will be subject are: FINRA's By-Laws and Schedules to By-Laws, including Schedule
A (Assessment and Fees); NASD Rule 8000 Series (Investigations and Sanctions); and NASD Rule 9000

Series (Code of Procedure). 2 

If a former NYSE-only member organization admitted to FINRA membership under NASD IM-1013-1 seeks to
expand its business operations to include any activities that are not currently part of its core Floor business,
such firm must apply for and receive approval to engage in such business activity pursuant to NASD Rule
1017, known as the Continuing Membership Application (“CMA”). FINRA's CMA requirements may require
an NYSE-only member organization to obtain additional registrations and qualifications. If a firm is approved
under FINRA's CMA process, it would become subject to all NASD rules, in addition to those NYSE rules
incorporated by FINRA.

Note that once an NYSE-only member organization becomes a FINRA member under NASD IM-1013-1,
FINRA currently does not assess a charge to apply for a change in business activities under NASD Rule
1017.

IV. FINRA Waive-In Application Process

A. Overview

Because NYSE-only member organizations have already met the standards of NYSE's comprehensive
membership application and review process, NYSE-only member organizations not changing their business
mix will not have to go through the regular application process for FINRA membership. Rather, FINRA has
created a waive-in application process that obviates the need for a re-review of a firm's operations and
qualifications.

Upon submission to FINRA of a complete, signed Waive-In Application, a NYSE-only member organizations
is automatically eligible to become a FINRA member. In addition, FINRA will automatically register all
associated persons whose registrations are approved with NYSE in registration categories recognized by
FINRA; provided, however, that the current NYSE-only member organization must, upon approval of FINRA
membership, submit an amended Form U4 for each such associated person, denoting the corresponding
FINRA (NASD) registration category(ies) for such person. A list of those registration categories is included
as part of the Waive-in Application. For those associated persons registered in a category only recognized
by NYSE, FINRA will acknowledge such registrations to permit such person to continue to function in the
capacity for which they are registered. As a result, NYSE-only member organizations do not need to
obtain any additional registrations or qualifications to be approved as a FINRA member under the
Waive-In Application.

In addition to creating the Waive-In Application, FINRA also added Interpretive Material Section 4(e) of
Schedule A of the FINRA By-Laws, which exempts the NYSE-only member organization applicants from
the assessment of a FINRA membership application fee. Accordingly, FINRA will not charge NYSE-only
member organizations to file or process the Waive-in Application.

B. Waive-In Application Requirements
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The Waive-In Application requires NYSE-only member organizations to submit the following information to
FINRA:

(1) General company information, including Central Registration Depository (“CRD®”)

Number and contact person; (2) An attestation that all information on the applicant's CRD form, as
of the date of submission of the Waive-in Application, is accurate and complete and fully reflects
all aspects of the applicant's current business, including, but not limited to, ownership structure,
management, product lines, and disclosures;

(3) The identity of the firm's Executive Representative;

(4) Completed and Signed Entitlement Forms;

(5) A signed FINRA membership agreement;

(6) Representation that the applicant's Uniform Application for Broker-Dealer Registration (“Form BD”)
will be amended as needed to keep current and accurate; that all individual and entity registrations
with FINRA will be kept current; and that all information and statements contained in the Waive-in
Application are current, true, and complete.

A copy of the Waive-In Application is attached to this Information Memo.

Once an NYSE-only member organization has completed and submitted a Waive-in Application, FINRA has
three (3) business days within which to review the application, and, if complete, to issue a letter notifying
the applicant that it has been approved for membership. The FINRA membership agreement would become
effective on the date of such notification letter.

Please note that firms may have outstanding filing deficiencies in connection with the Central Registration
Depository (CRD). FINRA has advised that such deficiencies must be resolved before FINRA can approve
a Waive-In Application. Member organizations should contact their finance coordinators to determine if they
have any CRD deficiencies. FINRA staff will be available at the workshops described below in order to assist
member organizations in resolving outstanding deficiencies.

V. Workshops for the FINRA Waive-In Application Process

To assist NYSE-only member organizations with the Waive-In Application, FINRA will be holding an ongoing
onsite workshop at which FINRA staff will be available to answer questions about the Waive-In Application,
assist in completing such applications, and accept completed applications.

NYSE Regulation strongly encourages NYSE-only member organizations to attend the workshops to ensure
an expedited approval for FINRA membership.

The workshops will be held as follows:

WHERE: 20 Broad Street, 15 th Floor

WHEN: October 23rd - 8 am to 11 am

October 24th - 8 am to 11 am

October 24th - 3 pm to 6 pm

October 25th - 8 am to 2 pm

October 29th - 11 am to 2 pm

October 31st - 8 am to 12 pm

November 1st - 8 am to 2 pm
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If you or your member organization representative cannot attend one of these workshops, please contact your
FINRA Finance Coordinator, who will be available to assist member organizations in completing the Waive-In
Application.

VI. Blueline Trading

NYSE Rule 70.40 provides that floor brokers may apply for permission from the Exchange to route orders
to other market centers directly from the NYSE Floor. NYSE-only member organizations have not been
eligible to engage in such blueline trading unless they also become members of FINRA. However, becoming
a FINRA member via the FINRA Waive-In Application and related FINRA membership agreement does not
automatically make a former NYSE-only member organization eligible to engage in blueline trading.

The Waive-In Application process contemplates that former NYSE-only member organizations will be
continuing their core Floor businesses, which is why they are not required to supplement their registrations
and qualifications for that application process. However, that membership agreement provides that former
NYSE-only member organizations may engage in limited blueline trading, provided that such order routing is
ancillary to the member's core Floor business (“ancillary blueline trading”). Activities considered ancillary to a
Floor broker's core business include:

(i) routing orders in NYSE-traded securities to an away market for any reason relating to their ongoing Floor
activity, including regulatory compliance or meeting best execution obligations; or

(ii) provided that the majority of transactions effected by the firm are effected on the NYSE, sending to other
markets orders in NYSE-traded or non-NYSE-traded securities and/or futures if such orders relate to hedging
positions in NYSE-traded securities, or are part of arbitrage or program trade strategies that include NYSE-
traded securities.

Note that FINRA membership obtained pursuant to the FINRA Waive-In Application includes ancillary
blueline trading only; it does not permit NYSE-only members to engage in unlimited trading on other
market centers. NYSE Regulation must approve any firm seeking to engage in such ancillary blueline
trading. For guidance concerning the steps needed to seek approval for blueline trading, please refer to
Information Memo 07-77.

If an NYSE-only member organization would like to engage in blueline trading without the above-described
limitations, such firm must apply for and seek approval from FINRA, pursuant to NASD Rule 1017 to engage
in such expanded business activity. As noted above, to submit a Continuing Membership Application under
NASD Rule 1017, an NYSE-only member organization must first apply for and be approved as a FINRA
member under the above-described NASD IM-1013-1 Waive-In Application process. Moreover, a member
organization may need to obtain additional registrations and qualifications. FINRA will evaluate on a caseby-
case basis what additional registrations and qualifications may be required for the type of blueline trading
proposed by a member organization. For those member organizations that wish to trade other financial
products not regulated by NYSE or FINRA, they must consult with and meet the competent regulatory
authority's registration and qualification requirements.

VII. Supervision

Member organizations are reminded that they must have adequate written policies, procedures, and
supervisory controls reasonably designed to detect and deter potential violations of the rule as described in
this Memorandum. Failure to have adequate written policies and procedures in place or to have an adequate
supervisory system in place may result in disciplinary action.

VIII. Staff Contacts
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Questions regarding the FINRA Waive-In Application under NASD IM-1013-1 may be directed to your
Finance Coordinator. Your Finance Coordinator can also direct you to the proper party at FINRA to answer
any questions about FINRA's Continuing Membership Application process under NASD Rule 1017.

___________________________

Richard Ketchum

Chief Executive Officer

Attachments

Member Form Web IR AAEF pg. 1
Member Form Web IR AAEF pg. 2

FINRA

Waive-In Membership Application Form

To qualify for Waive-in Membership in FINRA, the Applicant must be an eligible NYSE-only member
organization that was not also a member of NASD as of July 25, 2007. Such Applicant is eligible to
automatically become a FINRA member and to automatically register all associated persons whose
registrations are approved with NYSE in registration categories recognized by FINRA. To apply, please
complete and submit this Waive-In Application Form and Membership Agreement and supporting
documentation via certified or first class mail, courier or messenger service to:

FINRA

One Liberty Plaza

New York, NY 10005

Attention: MAP Department

Applicants are required to update any information submitted in this Application Form when and if it becomes
inaccurate or incomplete after submission.

Part I

A. General Company Information

Firm Applicant Name

____________________________________________________________________________________________________

Date

____________________________________________________________________________________________________

Address

____________________________________________________________________________________________________

City State Zip

____________________________________________________________________________________________________

Central Registration Depository® (CRD) Number

____________________________________________________________________________________________________

Contact Name (For Questions Concerning this Application)

____________________________________________________________________________________________________

Contact Title
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____________________________________________________________________________________________________

Telephone

____________________________________________________________________________________________________

Facsimile

____________________________________________________________________________________________________

Email

____________________________________________________________________________________________________

B. Nature of Business Activity with FINRA

Applicant hereby attests to the accuracy and completeness of all information that appears on its Form BD, as
of the date of submission of this document, and that the information contained therein fully reflects all aspects
of the Applicant's current business, including, but not limited to, ownership structure, management, product
lines, and disclosures. If the Applicant seeks to engage in a business activity beyond floor brokerage on the
NYSE or routing away to other markets orders that are ancillary to its core floor business under NYSE Rule

70.40, 1   such Applicant will be required, pursuant to NASD Rule 1017, to apply for approval to engage in
such business activity.

C. Executive Representative

An Applicant must identify an Executive Representative as required by Article IV, Section 3 of the By-Laws of
FINRA. Please provide the name and CRD number of the Executive Representative:

Identify the Executive Representative of the
Firm.
Name Title
 

Central Registration Depository (CRD) Number
 

D. Entitlement Forms

Complete the attached Entitlement Forms with this application.

http://www.nasd.com/web/groups/rules_regs/documents/regulatory_sy stems/nasdw_010901.pdf

Part II

Registration Transfers

FINRA will effect an automatic registration, via CRD, of all Associated Persons whose registrations with the
firm under current NYSE Rules are active in the following registration categories:

• Series 6 (Limited Representative, Investment Company and Variable Contracts Products)

• Series 7 (General Securities Representative)

• Series 7A (Examination Module for Floor Members and Clerks Engaged in Public Business with
Professional Customers)

• Series 9/10 (General Securities Sales Supervisor)

• Series 11 (Assistant Representative Order Processing)

• Series 12 (Securities Manager)

• Series 14 (Compliance Official)
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• Series 14A (Compliance Official for Specialist Member Organization)

• Series 15 (Floor Broker)

• Series 16 Supervisory Analyst)

• Series 17 (United Kingdom - Limited General Securities Registered Representative)

• Series 21 (Front Line Specialist Clerk)

• Series 22 (Direct Participation Program Representative)

• Series 24 (General Securities Principal)

• Series 25 (Trading Assistant)

• Series 26 (Limited Principal, Investment Company and Variable Contracts Products)

• Series 27 (Financial and Operations Principal)

• Series 28 (Introducing Broker/Dealer Financial and Operations Principal)

• Series 37/38 (Canada - Limited General Securities Registered Representative)

• S eries 52 (Municipal Securities Representative)

• Series 55 (Equity Trader)

• Series 62 (Corporate Securities Representative)

• Series 86/87(Research Analyst)

FINRA Membership Agreement

FIRM APPLICANT NAME AND CENTRAL REGISTRATION DEPOSITORY (CRD) NUMBER In connection
with this application for membership in FINRA, and in the event that this application is approved for FINRA
membership, the Applicant hereby agrees to abide by the terms and conditions set forth below:

The Applicant agrees that if the Applicant seeks to engage in a business activity beyond floor brokerage on
the NYSE or routing away to other markets orders that are ancillary to its core floor business under NYSE
Rule 70.40, the Applicant will, pursuant to NASD Rule 1017, apply for approval to engage in such business
activity. The Applicant also agrees:

A. To comply with the federal securities laws, the rules and regulations thereunder, applicable rules of FINRA
and all rulings, orders, directions and decisions issued and sanctions imposed under applicable FINRA rules;

B. To pay such dues, assessments and other charges in the manner and amount as from time to time shall
be fixed pursuant to applicable FINRA rules; and

C. That this Agreement has been executed on behalf of, and with the authority of, the above-named
Applicant.

The Undersigned and Applicant represent that the information and statements contained within the
application and other information filed are current, true, and complete. The undersigned and the Applicant
further represent that to the extent that any information submitted is not amended, such information is
currently accurate and complete and agree that the information contained in the Applicant's Uniform
Application for Broker-Dealer Registration (Form BD) will be kept current and accurate by proper amending
of the Form BD as changes occur. Applicant further represents that the registrations for waived-in Associated
Persons registered with FINRA will be kept current by proper amending of Form U4 and Form U5. This
agreement becomes effective after review of the application materials by FINRA and upon the date that
FINRA issues a letter to the Applicant indicating it has been approved for membership.

By: ______________________________

Print Name
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____________________________________________________________________________________________________

Title

____________________________________________________________________________________________________

Signature Date

____________________________________________________________________________________________________

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  NYSE Regulation continues to be responsible for the regulation of the NYSE marketplace.
2  As FINRA develops new rules or consolidates NASD and NYSE rules into a new FINRA rule set, these

firms may become subject to additional regulatory requirements. As previously stated by FINRA, in
developing such new rules, the staff will consider the applicability of any such rule to each category of
FINRA members, and where appropriate, will consider exemptions or "tiering" of such rules.

1  Activities that are ancillary to core businesses include (i) routing orders in NYSE-traded securities to
an away market for any reason relating to their ongoing Floor activity, including regulatory compliance
or meeting best-execution obligations, or (ii) provided that the majority of transactions effected by the
firm are effected on the NYSE, sending to other markets orders in NYSE-traded or non-NYSE-traded
securities and/or futures if such orders relate to hedging positions in NYSE-traded securities, or are part
of arbitrage or program trade strategies that include NYSE traded securities.
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October 12, 2007

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: MORATORIUM ON QUALIFICATION AND REGISTRATION OF NEW COMPETITIVE TRADERS
(“CTs”) AND REGISTERED COMPETITIVE MARKET MAKERS (“RCMMs”)

Please be advised that the New York Stock Exchange has extended the moratorium on the qualification and
registration of new CTs and RCMMs for an additional three months, until on or about December 31, 2007.
The extension will allow the Exchange to finalize its determination as to the roles of CTs and RCMMs in
the Hybrid Market. Hybrid Market data will be instrumental in the Exchange's evaluation of the RCMM and

CT qualification and registration process. 1   The review is currently estimated to be completed on or about
December 31, 2007.

Further, please be aware that the modification to the moratorium done on February 24, 2006 which allows
RCMM firms to replace an existing RCMM who relinquishes his or her registration and ceases to conduct
business as an RCMM with a newly qualified and registered RCMM remains unchanged by this current

extension. 2 

Questions concerning this memorandum may be addressed to:

Brett Kofman, Director, Member Trading, at 212-656-2041.

Jennifer D. Kim, Office of the General Counsel, at 212-656-6438.

___________________________

Vivian Maese

Senior Vice President

Office of General Counsel

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release No. 54985 (December 21, 2006), 72 FR 171 (January 3, 2007)
(SR-NYSE-2006-113).

2  See Securities Exchange Act Release No. 53549 (March 24, 2006), 71 FR 16388 (March 31, 2006) (SR-
NYSE-2006-11).
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October 10, 2007

   TO: ALL MEMBERS, MEMBER ORGANIZATIONS, AND COMPLIANCE OFFICERS

SUBJECT: SAPI Open on Quote Messages

I. Purpose

The purpose of this Information Memo is to inform members and member organizations that on October
11, 2007, the Exchange will begin rolling out a feature that enables specialists to open a stock on a quote
automatically through a SAPI message when there is no opening trade. The NYSE has amended Rules
104(b) and 123D to permit this functionality.

II. Background

NYSE Rule 123D requires a specialist to open the securities in which he or she is registered as close to the
opening bell as possible. In addition, the specialist must open securities in a timely, fair and orderly manner,
and must provide timely and impartial information at all phases of the opening process. Historically, this
process has been conducted by the specialist manually for each security. With the increased automation of
trading on the NYSE, the Exchange believes it is appropriate to enable specialists to perform this process
both electronically and manually in order to increase their effectiveness and provide more timely information
to investors.

III. Opening a Stock on a Quote via the SAPI

Specialists will be able to open a stock on a quote via the SAPI by sending an open-ona-quote message to
the Display Book® (“DBK”). Upon receipt of the message, DBK will perform the following validations on the
message:

• The time must be after the stock's opening time;

• The stock must not already be open;

• The time must not be after the stock's close time; and,

• The stock must not be locked or crossed in any way (including the presence of any market orders, limit
orders, e-quotes or g-quotes)

In addition, DBK will perform all validations that would be performed if the Specialist were manually opening
the stock on a quote from the Floor (e.g., interest in the Opening Automated Report Service (“OARS”), etc.). If
the message fails any of these validations, DBK will reject the message.

If the message passes all of the validations, DBK will open the stock on a quote, and send a confirmation
message to the Specialist indicating that the stock has been opened, and what the opening quote is. The
new action message will be sequenced using the turnaround numbers and timestamps on the multi-action
message, as s-Quotes are today. All Order Dispenser functionality and validations remain the same.

IV. Supervision

Specialist firms are reminded that they must implement procedures or mechanisms through their algorithmic
systems to allow the Specialist on the Floor to prevent the algorithm from opening a stock on a quote if the
Specialist reasonably believes that the stock could open on a trade rather than on a quote.
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In addition, specialists firms are reminded that pursuant to NYSE Rule 342, they are required to ensure that
they have adequate policies and written procedures in place to detect, deter and prevent conduct inconsistent
with the guidance set out above. Failure to establish appropriate policies and procedures may result in formal
or informal discipline against the specialist member or specialist member organization.

IV. Staff Contacts

Questions regarding the operational procedures described in this Information Memo should be directed to:

Paul Bauccio, Director, NYSE Operations at 212-656-2929

Questions regarding technology should be directed to:

Sara Dillon, Managing Director, Technology at 212-656-4406

Regulatory questions regarding this Information Memo should be directed to:

Jerome Reda, Director, Member Trading II, at (212) 656-5354

John Saxton, Director, Member Trading II, at (212) 656-2343

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
booth in the EBR. Questions that are not time sensitive may also be submitted to Ask Market Surveillance.
(For information about the Ask Market Surveillance System, refer to Member Education Bulletin 2006-3,
which was issued on January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

John F. Malitzis

Senior Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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October 9, 2007

   ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER AND CHIEF FINANCIAL OFFICER/
PARTNER AND REGULATORY REPORTING DEPARTMENT/OPERATIONS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: FEE RATE ADVISORY

Background

Under the Investor and Capital Markets Fee Relief Act, annual adjustments are made by the Securities and
Exchange Commission (“SEC” or “Commission”) to rates which are paid under Section 6(b) of the Securities

Act of 1933 (the “Securities Act”) 1   and Sections 13(e), 14(g), and 31 of the Securities Exchange Act of 1934

(the “Exchange Act”). 2 

Pursuant to NYSE Rule 440H (“Activity Assessment Fees”), the Exchange offsets its Section 31 fee

obligations by collecting “Activity Assessment Fees” 3   from its member organizations based on securities
transaction data reported by the Depository Trust & Clearing Corporation at a rate equal to that prescribed
under Section 31.

Fee Adjustment

Pursuant to SEC Press Release No. 2007-207, dated September 8, 2007 (Fee Rate Advisory #2 for Fiscal

Year 2008), 4   the fee rate under Section 6(b) 5   applicable to the registration of securities, the fee rate under
Section 13(e) applicable to the repurchase of securities, and the fee rate under Section 14(g) applicable
to proxy solicitations and statements in corporate control transactions and the fee rate under Section 31
applicable to securities transactions will remain at their current rates through November 16, 2007.

Thirty days after the date of enactment of the SEC's fiscal year 2008 regular appropriation, as previously

announced, 6   the fee rate under Section 31 applicable to securities transactions on the exchanges and
on certain over-the-counter markets will decrease to $11.00 per million from the current rate of $15.30 per
million. Furthermore, the Section 31(d) security futures transactions assessment will remain at the current
rate of $0.0042 for each round turn transaction.

In addition, five days after the SEC's regular appropriation is enacted, the fee rate under Section 6(b)
applicable to the registration of securities, the fee rate under Section 13(e) applicable to the repurchase of
securities, and the fee rate under Section 14(g) applicable to proxy solicitations and statements in corporate
control transactions will increase to $39.30 per million from the current rate of $30.70 per million.

Any further questions regarding the new fee rates may be directed to the Office of Interpretation and
Guidance in the SEC's Division of Market Regulation at (202) 551-5777 or marketreg@sec.gov. Additionally,
please contact your FINRA Finance Coordinator with any questions you may have regarding this memo.

___________________________

Richard Ketchum

Chief Executive Officer

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Footnotes

1  17 CFR 230.238.
2  15 U.S.C. 78a et. al.
3  For additional information on Rule 440H and Transaction Fees, see NYSE Information Memo Nos. 04-42

(dated August 5, 2004), 05-36 (dated May 13, 2005), 05-48 (dated July 19, 2005), and 05-92 (dated
December 6, 2005), 06-77 (dated November 3, 2006), and 07-46 (dated May 21, 2007).

4  See http://www.sec.gov/news/press/2007/2007-207.htm for the complete text of SEC Press Release No.
2007-207.

5  The Section 6(b) rate is also the rate used to calculate the fees payable with the Annual Notice of
Securities Sold Pursuant to Rule 24f-2 under the Investment Company Act of 1940.

6  See IM 07-46 (dated May 21, 2007).
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October 3, 2007

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW MINIMUM DISPLAY SIZE IN CONNECTION WITH RESERVE LIQUIDITY FUNCTION
(NYSE RULES 70.20(c) AND 104(d))

I. Purpose

The purpose of this Information Memo is to advise members and member organizations that the NYSE has
filed with the Securities and Exchange Commission for immediate effectiveness to amend NYSE Rules
70.20(c)(ii) and (iii) and 104(d)(i) and (ii). The amendments reduce from 1,000 shares to 100 shares the
minimum size that a Floor broker or specialist must display at the NYSE best bid or offer in order to use the
reserve liquidity function. The rule change is effective as of the opening of trading on October 4, 2007.

II. Background

NYSE rules provide that Floor brokers' agency interest is represented electronically by including these orders
in a separate file, known as the Floor broker agency interest file (commonly known as “e-Quotes”), within the
NYSE's Display Book® system. Floor brokers are permitted to place e-Quotes at or outside the best bid or
offer on the NYSE (“NYSE BBO”). Similarly, specialists have the ability to place in a separate file (“specialist
interest file” or “s-Quotes”) within the Display Book system their dealer interest at prices at or outside the
NYSE BBO.

Pursuant to NYSE Rules 70.20(c)(ii) and (iii) and 104(d)(i) and (ii), some of the interest in either of these files
that is at the NYSE BBO may, at the choice of the Floor broker or specialist, be nondisplayed interest. That
is, the Floor broker (with respect to e-Quotes) or specialist (with respect to s-Quotes) may decide to hold
additional interest in “reserve” and not have it be part of the published bid or offer. Reserve interest is eligible
to participate in automatic executions on the NYSE after displayed interest on that side of the market trades.
Reserve Floor broker and specialist interest on the same side of the market participate on parity with each
other when trading with contra-side interest.

NYSE Rules 70.20(c)(ii) and (iii) and 104(d)(i) and (ii) further provide that Floor brokers and specialists must
display a minimum of 1,000 shares of interest at the NYSE BBO on the same side of the market in order to
maintain interest at that price. So, for example, if a Floor broker or specialist were to choose to have non-
displayed interest in their files at the NYSE bid, 1,000 shares must be made part of the disseminated bid.
Both Rules 70.20(c)(ii) and (iii) and 104(d)(i) and (ii) require that if an execution occurs involving the Floor
broker or specialist displayed interest that reduces or exhausts such displayed interest at the NYSE BBO, the
displayed interest would automatically be replenished from any reserve so that at least 1,000 shares of the
Floor broker or specialist reserve interest (or whatever amount remains if less than 1,000 shares) would be
displayed.

III. Reduction of minimum displayed size in connection with reserves

Beginning on October 4, 2007, the NYSE is reducing the minimum displayed size requirement that Floor

brokers and specialists must meet to 100 shares 1   in order to have non-displayed interest at the NYSE
quotation.

The NYSE is retaining the ability for Floor broker and specialist reserve interest to automatically replenish
the displayed amount of interest at the NYSE BBO when trades reduce or exhaust such displayed interest.
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As before,, the displayed quantity will be replenished based on the initial instructions from the Floor broker or
specialist.

Example:

Assume a Floor broker or specialist had originally placed 2,000 shares in reserve and had given
instructions to maintain 500 shares as a displayed amount in the quote. If an execution takes place
which reduces the displayed amount to 200 shares, 300 shares would be shifted from the reserve to
replenish the displayed amount.

The NYSE also is retaining the way in which the residual reserve amounts are handled: if the remaining
reserve quantity is less than the amount to be displayed then the remainder of the reserve interest will be
displayed in full.

Example:

Using the facts of the aforementioned example, if only 200 shares of the original reserve interest
remains then the displayed quantity will be the final 200 shares, bringing the total displayed amount to
400 shares.

When entering reserve interest, brokers should be mindful of their best execution obligation to their
customers, and should ensure that their choices as to the size of the displayed amount (and the
replenishment amount) are consistent with that obligation.

IV. Staff Contacts

Questions concerning this Information Memorandum should be directed to:

Deanna Logan, Office of the General Counsel, at (212) 656-2389 Jerome Reda, Market Surveillance,
at (212) 656-5354

Questions may also be directed to Market Surveillance On-Floor Surveillance Unit via the White Phone
or in person at their booth in the EBR. Questions that do not require an answer same day may also be
submitted to Ask Market Surveillance. (For information about the Ask Market Surveillance system, refer to
Member Education Bulletin 2006-3, which was issued on January 30, 2006, if you or your firm is not already a
subscriber.)

___________________________

John F. Malitzis

Senior Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Although the amendments state that the minimum display size will be "one round lot", NYSE systems
do not currently support a minimum display for less than 100 shares even in securities where the unit of
trading is less than 100 shares.
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October 3, 2007

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: EXTENSION OF SPECIALIST STABILIZATION RULE PILOT

The purpose of this Information Memo is to advise members and member organizations that the NYSE
has submitted a filing with the SEC for immediate effectiveness to extend the operation of a pilot regarding
specialist stabilization requirements under Rule 104.10(6) for Conditional Transactions (the “Stabilization
Pilot”). The Stabilization Pilot will now extend to December 31, 2007.

On December 1, 2006, the Commission approved changes to NYSE Rules 104.10(5) and 104.10(6)
governing specialist stabilization requirements. The amendments to the Rule moved away from defining
stabilization in terms of the last sale to focus on market conditions, the type of trade in question and the
specialist's existing position. The amendments to Exchange Rule 104.10(6) which govern Conditional
Transactions in active securities were approved as a pilot through June 30, 2007. The Exchange
subsequently extended the pilot through September 30, 2007.

Accordingly, specialists retain the ability to effect transactions in active securities that establish or increase
a position by reaching across the market to trade with the NYSE published bid (in the case of a specialist's
sale) or offer (in the case of a specialist's purchase). Members and member organizations should refer to
Information Memo 07-03 for details regarding Conditional Transactions.

Questions concerning this memo may be directed to Clare Saperstein at 212-656-2355, Patrick Giraldi at
212-656-6804, and John Saxton at 212-656-2324.

___________________________

John F. Malitzis

Senior Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.
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October 2, 2007

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ELIMINATION OF THE SELL SHORT EXEMPT ORDER TYPE

I. Purpose

The purpose of this Information Memo is to remind members and member organizations that the New York
Stock Exchange is eliminating the Sell Short Exempt Order type.

II. Sell Short Exempt Order Type Elimination

Effective Friday, October 5, 2007, as part of the elimination of the price or “tick test” for short sales, which
went into effect on July 6, 2007 (see Exchange Act Release No. 55970 (June 28, 2007)), the NYSE will no
longer accept Sell Short Exempt Orders. Any orders marked Sell Short Exempt will be rejected back to the
sending party. Further, all Sell Short Exempt GTC orders that were previously sent to the Exchange will be
canceled as of the Close on Thursday, October 4, 2007.

For further information on the elimination of the short sale price test or tick test by the Securities and
Exchange Commission, see NYSE Regulation Information Memo 07-63, dated June 29, 2007.

III. NYSE Staff Contacts

Questions regarding this Information Memo may be directed to:

Paul J. Bauccio, Director, Floor Operations, at (212) 656-2929, or Douglas Witter, Senior Special Counsel,
Rule Interpretation, at (212) 656-4875

_______________________________________________

John F. Malitzis

Senior Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.
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October 1, 2007

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW RULE 80A COLLARS AND RULE 80B CIRCUIT BREAKER LEVELS FOR FOURTH
QUARTER 2007

EFFECTIVE October 1, 2007 through December 31, 2007

□ Rule 80A restrictions on index arbitrage trading in component stocks of the S&P 500 Stock Price Index will
be imposed when the NYSE Composite Index (also known as NYA) is above or below its closing value on
the previous trading day by:

190 points or more

□ Rule 80A restrictions will be removed when the NYSE Composite Index is above or below its closing
value on the previous trading day by:

90 points or less

□ Index arbitrage order entry restrictions will be re-imposed each time the NYSE Composite Index advances
or declines

190 points from the prior day's close.

□ Rule 80B trading halts will be triggered when the Dow Jones Industrial Average (“DJIA”) declines below its
closing value on the previous trading day by:

1,350 points (Level 1)

2,700 points (Level 2)

4,050 points (Level 3)

Rule 80A

Whenever Rule 80A collars are in effect due to a decline in the NYSE Composite Index, all index arbitrage
orders to sell any component stock of the S & P 500 Stock Price Index must be marked “sell plus”; and
whenever the collars are in effect due to an advance in the NYSE Composite Index, all index arbitrage
orders to buy must be marked “buy minus.” Members and member organizations are advised that if an index
arbitrage order or any of its components is unexecuted at the time the collar is invoked, such order(s), if they
do not already carry stabilizing tick instructions, do not need to be canceled and re-entered with stabilizing
tick instructions.

Rule 80B

Whenever a Rule 80B circuit breaker is in effect, trading in all stocks on the Exchange will halt for the time
periods specified below.

Level 1 Halt

a) before 2:00 p.m. - one hour;

b) at 2:00 p.m. or later but before 2:30 p.m. - 30 minutes;
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c) at 2:30 p.m. or later - trading shall continue, unless there is a Level 2 Halt.

Level 2 Halt

a) before 1:00 p.m. - two hours;

b) at 1:00 p.m. or later but before 2:00 p.m. - one hour;

c) at 2:00 p.m. or later - trading shall halt and not resume for the remainder of the day.

Level 3 Halt

At any time - trading shall halt and not resume for the remainder of the day.

A complete discussion of the calculation of trigger values for Rule 80B was published in Information Memo
No. 98-15, dated April 13, 1998.

Questions concerning this Information Memo should be directed as follows:

Patrick Giraldi, Director, Market Surveillance, at (212) 656-6804, or Douglas Witter, Senior Special Counsel,
Market Surveillance, at (212) 656-4875.

___________________________

John F. Malitzis

Senior Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.
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September 28, 2007

   TO: ALL SPECIALISTS AND SPECIALIST ORGANIZATIONS

SUBJECT: REPORTING OF SPECIALIST DEALER POSITIONS UNDER NYSE RULE 460.10

PLEASE SHOW THIS TO YOUR COMPLIANCE OFFICER

I. Purpose of this Information Memo

The purpose of this Information Memo is to clarify the meaning of NYSE Rules 460.10 and 460.20, and
to advise specialist member organizations that their approved persons, including approved persons who
function as specialists in exchange traded funds (“ETFs”), may be required to report their positions under
these rules notwithstanding any exemption from NYSE Rule 98.

II. Background

NYSE Rules 460.10 and 460.20 contain certain restrictions on specialists that are aimed at preventing
real or apparent conflicts of interest between the specialist firm and the companies in whose securities
they specialize. Among these restrictions are a prohibition on entering into certain types of business
transactions with the listed company, reporting positions in listed company securities in excess of 5% to
Market Surveillance, and a prohibition on owning more than 10% of the outstanding securities of such
companies.

The NYSE has received numerous questions regarding the applicability of these rules to trading in ETFs and
other derivative securities, and whether the rule applies to Rule 98-exempt approved persons of an NYSE
equity specialist firm.

III. Limitations on Specialist Positions in Registered Securities under NYSE Rules 460.10 and 460.20

a. Scope of Rule 460.10

NYSE Rule 460.10 generally precludes specialists (and affiliates of a specialist) from owning more than 10%
of the outstanding shares of any stock in which the specialist is registered, and requires that specialists must
report their positions to NYSE Regulation's Market Surveillance Division (as noted below) when they acquire,
directly or through their approved persons, more than 5% of the outstanding shares of their specialty stocks.
Specialists handling currency or index warrants may exceed this 10% limit only with written permission from
NYSE Regulation, but are absolutely prohibited from acquiring more than 25% of the outstanding amount of
such securities.

The restrictions described above do not apply to ETFs, which means, among other things, that ETF
specialists may own more than 10% of the outstanding shares of any ETFs in which they are the registered
specialist.

b. Calculating Positions under Rules 460.10 and 460.20

The limitations in Rule 460.10 apply to both the specialist and any affiliates of the specialist, although the
way in which the total specialist position is calculated will be determined by whether or not the affiliate has
received an exemption under NYSE Rule 98. .

In general, NYSE Rule 460.10 requires that for purposes of calculating the overall position in a registered
security, the specialist's position in the security must be aggregated with the position in such security held by
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any affiliate of the specialist that has not received an exemption under NYSE Rule 98. This includes positions
of the individual specialist and the member organization, as well as any other member or nonexempt
approved person of such member organization, and to officers and employees of the member organization
or non-exempt approved person. If, in the aggregate, a specialist and its non-exempt approved persons own
5% or more of the outstanding shares of any specialty security, that position would have to be reported to
Market Surveillance consistent with the procedures set forth below. Note that for purposes of calculating the
aggregated position, firms should not net affiliated entities' positions on opposite sides of the market.

Rule 460.10 recognizes that an approved person of a specialist that is not exempt under Rule 98 may have
a position in an ETF or other derivative security that could be redeemed for, or converted into, shares of a
security in which the affiliated specialist is registered. The rule provides that in that situation, the specialist's
aggregate position in the specialty security must include the ETF or derivative position in the specialty
security as if the non-Rule 98 exempt approved person had converted the ETF or derivative into such
underlying security in accordance with the applicable conversion ratio or redemption formula. Specialists
are not required to include the position of a Rule 98-exempt approved person when calculating their overall
positions in their specialty securities.

Although Rule 460.10 does not apply on its face to approved persons of a specialist who are exempt under
NYSE Rule 98, these approved persons are still required under NYSE Rule 460.20 to track and report
their positions in the specialty securities of their affiliated specialists. Specifically, the rule applies the same
thresholds and restrictions in Rule 460.10 to Rule 98-exempt approved persons, including ETF specialists
who accumulate positions in an equity security for the purpose of creating additional units of the ETF.
Notably, however, those positions are not aggregated with the affiliated specialist's position for purposes
of calculating the specialist's position in the specialty security. Accordingly, an equity specialist and a Rule
98-exempt approved person of such specialist may each acquire up to 10% of any security in which the
specialist is registered. In addition, each entity (the specialist and the Rule 98-exempt approved person) must
monitor its position, and report to Market Surveillance when it equals or exceeds 5% of the outstanding stock.

Note that this is separate from the affiliated specialist's position in the specialty security. 1 

Example:

Alpha Specialist Inc. is the registered specialist for XYZ. Alpha is a subsidiary of Beta Securities Corp.,
which is a Rule 98-exempt approved person of Alpha. Beta also has a subsidiary, Gamma Securities,
that is an approved person of Alpha but is not exempt under Rule 98. Alpha, Beta and Gamma all have
positions in XYZ.

Under Rule 460.10, Alpha is not required to aggregate Beta's position in XYZ with its own when
calculating Alpha's total position in XYZ, since Beta has Rule 98-exempt status, but is required to
include Gamma's position in XYZ, since Gamma is not a Rule 98-exempt approved person. Beta would
be required under Rule 460.20 to monitor (and report, if more than 5%) its position in XYZ, since Beta's
affiliated specialist, Alpha, is registered in XYZ. Note also that under Rule 460.20, Alpha and Beta
could each own up to 10% of XYZ's outstanding shares.

Specialist firms should note that the 10% cap under Rule 460.20 applies per unit that aggregates, and
therefore firms may not offset a greater-than-10% position in one such unit by reducing its position
commensurately in another such unit. Similarly, as noted above, firms may not offset positions on opposite
sides of the market when calculating their positions under the rule.

Specialist firms should also note that the specialist has the obligation to monitor the ongoing compliance with
Rule 460.20 by its affiliated approved persons. If an affiliated approved person fails to report its position as
required under Rule 460.20, then the specialist firm must report the affiliated approved person's position itself.

c. Procedures for Calculating and Reporting Specialist Positions
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Specialist member organizations should calculate their aggregate positions in their specialty securities,
consistent with the guidance set forth above, at least daily, and must immediately report via email to the
Market Surveillance Division's Stock Watch group when they meet or exceed the 5% threshold. Email
notifications should be directed to srichter@nyse.com or bdubner@nyse.com.

Once firms have exceeded the 5% reporting threshold, they will be expected to update Market Surveillance
via email when such positions increase or decrease, until such time as their positions are below the 5%
reporting threshold.

IV. Supervision

Pursuant to NYSE Rule 342, members and member organizations are required to ensure that they have
adequate policies and written procedures in place to detect, deter and prevent conduct inconsistent with
the guidance set out above. Failure to establish appropriate policies and procedures may result in formal or
informal discipline against the member or member organization.

V. Staff Contacts

Questions concerning this memorandum may be addressed to

Clare Saperstein, Director, Rule Interpretation, at (212) 656-2355, Jerome Reda, Director, Member
Trading II, at (212) 656-5354, or John Saxton, Director, Member Trading II, at (212) 656-2324.

Questions may also be directed to Market Surveillance On-Floor Surveillance Unit via the White Phone or in
person at their booth in the EBR. Questions that are not time sensitive may also be submitted to Ask Market
Surveillance. (For information about the Ask Market Surveillance system, refer to Member Education Bulletin
2006-3, which was issued on January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

John F. Malitzis

Senior Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  As with Rule 460.10, the overall position of any Rule 98-exempt approved person owning ETFs or
derivative securities that could be redeemed for or converted into the affiliated specialist's specialty
security is calculated as if the ETF or derivative had been converted into such underlying security in
accordance with the applicable conversion ratio or redemption formula.
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September 18, 2007

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: EXPIRATION FRIDAY - SEPTEMBER 21, 2007

IMPORTANT - SHOW THIS TO YOUR COMPLIANCE OFFICER

September 21, 2007 will be a quarterly Expiration Friday for stock and index options and stock and index
futures products whose settlement pricing is based upon Exchange opening or closing prices on that day.

This Information Memorandum is being distributed to remind members and member organizations of certain
rules and policies of the Exchange with respect to market-on-close/limit-on-close (“MOC/LOC”) order entry
and imbalance publication procedures.

S&P Indexes Rebalance

On September 21, 2007, S&P will again effect a quarterly share rebalancing of the S&P 500, the S&P MidCap
400 and S&P SmallCap 600 indices. Details concerning these events will be posted on S&P's website
(www.standardandpoors.com).

In light of the increased automation and automatic execution of the Hybrid Market, members and member
organizations should carefully review their procedures for handling orders in connection with the S&P
quarterly share rebalancing. NYSE Regulation expects members and member organizations to review their
practices for handling orders at or near the Close, particularly with respect to any orders where there is an on-
close or other price guarantee for those securities that are part of the rebalancing. In this regard, firms should
review their policies and procedures as well as their supervisory systems with respect to handling orders at or
near the close. This is true for both orders that are handled manually as well as those orders that are handled
systemically, such as orders that are handled by a computer algorithm.

Market-On-Close/Limit-On-Close Order Entry Procedures

Members and member organizations are reminded that they must ensure that they have a robust compliance
program that includes adequate supervisory policies and procedures to monitor for compliance with NYSE
Rule 123C and the guidance contained in this Information Memo, that are adequate to ensure that all
procedures related to MOC and LOC orders are appropriately followed, and are adequate to detect and deter
any actions that may violate NYSE or SEC rules. Members and member organizations must also ensure that
their activity does not have the effect of artificially impacting the closing price. In this connection, members,
member organizations and compliance staff should be mindful of the guidance issued in Information Memo
05-52 regarding VWAP trading at or near the Close, which addresses their responsibilities for ensuring that
trading strategies engaged in to facilitate or hedge VWAP orders have an economic basis and do not have
the effect of marking the Close or marking the value of a position.

MOC and LOC orders should be entered with the specialist as early in the day as possible. This will provide
an opportunity for specialists to better identify potential order imbalances that might exist at the Close, and
to disseminate that information. This will enable brokers and traders to more effectively contact potential
offsetting interest that could mitigate any imbalance.

Index arbitrageurs are reminded that MOC/LOC orders relating to expiring derivative instruments whose
settlement pricing is based upon NYSE closing prices may not be entered after 3:40 p.m., even if such orders
might offset MOC imbalances published on the tape after 3:40 p.m.
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Market-On-Close/Limit-On-Close Imbalance Publication Procedures

a. Informational MOC imbalance publications between 3:00 p.m. and 3:40 p.m.

In view of possible greater than normal volume on September 21, 2007, specialists should disseminate
MOC imbalances as early as possible. Between 3:00 p.m. and 3:40 p.m., specialists are encouraged to
publish informational MOC imbalances of any size that could cause significant price dislocation at the Close.
These publications are informational only and do not limit MOC/LOC order entry or cancellation before 3:40
p.m. Specialists who are publishing informational imbalances must obtain Floor Official approval prior to
publication.

Specialist members and member organizations are also reminded that Rule 123C requires that informational
imbalances published between 3:00 p.m. and 3:40 p.m. must be updated as soon as practicable after 3:40
p.m.

b. Required MOC imbalance publications at 3:40 p.m. and 3:50 p.m.

As soon as practicable after 3:40 p.m., the specialist must publish any imbalance of 50,000 shares or more,
regardless of whether an informational imbalance was published. In addition, any specialist who published an
informational imbalance of any size must publish an update, indicating either the current imbalance or a “no
imbalance” situation as soon as practicable after 3:40 p.m.

In situations where the specialist did not publish an imbalance or a “no imbalance” notification at 3:40 p.m.,
but an order imbalance occurred after 3:40 p.m., the specialist may publish such imbalance at 3:50 p.m. in a
manner consistent with the requirements set forth in Rule 123C and this memorandum.

As soon as practicable after 3:50 p.m., specialists must update imbalances published at 3:40 p.m. or
indicate “no imbalance”. If the specialist reported “no imbalance” at 3:40 p.m., the specialist must publish any
significant imbalance or any imbalance of 50,000 shares or more as soon as practicable after 3:50 p.m.

c. Recommended MOC imbalance publications

Notwithstanding the size requirement in Rule 123C, specialists are also encouraged to publish MOC
imbalances of fewer than 50,000 shares that could cause significant price dislocation at the Close. If
specialists publish such imbalance information at either 3:40 p.m. or 3:50 p.m., they are expected to obtain
Floor Official approval prior to publication if possible.

Adequacy of operations and supervisory staff

All members and member organizations, including specialists, should ensure that both operational and
supervisory staffing are sufficient to monitor and process all orders, regardless of the form in which they
are received, as well as to handle the increased workload. All members and member organizations firms
should also review their systems to assure that they have adequate capacity to handle the expected increase
in volume. For example, specialist firms should review their algorithms/API to assure that they meet their
obligations to maintain a fair and orderly market. Specialists should seek the advice of a Floor Official for
unusual situations as early as possible.

Expiration Day Opening Imbalance Publication

Members are reminded that the regular pre-opening procedures will apply on September 21 with respect
to price indications in situations where the opening price would be affected by an imbalance of buy and sell
orders, both market and limit orders, in a security. These procedures, as set forth in Rule 123D (“Openings
and Halts in Trading”), provide for ample notification to the marketplace of imbalance information through
multiple price indications if necessary, under the supervision of a Floor Official.
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In addition, pursuant to the Regulation NMS Linkage Plan, specialists are required to give pre-opening price
notifications if the opening price of a stock is anticipated to be more than .10 of a point from a composite last
sale under $15 or more than .25 of a point from a composite last sale of $15 or higher. For more information
on the dissemination of pre-opening price information, members should consult Information Memo 06-70
(“Implementation of the NMS Linkage Plan — NYSE Rules 15 and 15A”), dated September 29, 2006.

Due Diligence Requirements and Compliance Procedures

Consistent with the requirements of Exchange Rule 405, before any at-the-Close order is transmitted to the
Floor, the member or member organization accepting the order must exercise due diligence to learn the
essential facts relative to the order, including the purpose and propriety of the at-the-close instruction. In
addition, an imbalance of orders at or near the Close, caused in part by the entry of such orders, could lead to
trading being halted in the security and such orders not receiving an execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep
in mind the requirements of Exchange Rule 97 regarding member trading. Firms should review procedures
utilized in connection with orders to be executed at or near the Close with their traders and other order entry
personnel. Firms should also review systemic order entry functions (e.g., algorithms or “smart servers”) for
compliance with the provisions of this Information Memorandum. Firms should also review the provisions of
Information Memo No. 95-28 (July 10, 1995) (see Attachment A), which discussed trading near the Close and
trading activity that would constitute violations of Exchange Rules as well as federal securities laws.

In that connection, firms are reminded that where a firm has committed to purchase from (sell to) a customer
an order at a price that is derived from the closing price (e.g., VWAP and MOC orders), reserving a significant
position of its hedging or covering transaction to be executed at or near the Close, it must operate with
substantial care. If the transaction is completed in a manner that does not effectively place the firm at market
risk or if the transaction does not provide an opportunity for possible contra side interest to develop and/or
react to the activity, it would raise manipulative concerns and would operate as conduct inconsistent with just
and equitable principles of trade. This could occur if a firm's trader or firm's “smart server” entered a single or
multiple orders into the market at or near the Close. Members and member firms should consult Information
Memo 05-52, Member Obligations in Connection With Volume Weighted Average Price Transactions, dated
August 1, 2005, for further guidance.

In addition, members and member organizations should review other applicable SEC and New York Stock
Exchange regulations, such as Section 9(a)(2) of the Securities Exchange Act and Rules 10a-1, 10b-5, as
well as the margin and capital rules. Firms must ensure that they have adequate policies and procedures in
place to detect, deter, and prevent such potentially violative conduct.

Questions concerning this memorandum may be addressed to the following persons or areas in the Market
Surveillance Division:

Brett Kofman, Director, Market Surveillance, at (212) 656-2041,

Michael Bernardo, Director, Market Surveillance, at (212) 656-4735,

Patrick Giraldi, Director, Market Surveillance, at (212) 656-6804,

John Saxton, Director, Market Surveillance, at (212) 656-2324, or

Jerome Reda, Director, Market Surveillance, at (212) 656-5354

Questions may also be directed to OFSU via the White Phone or in person at their booth in the EBR.
Questions that are not time sensitive may also be submitted to Ask Market Surveillance. (For information
about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3, which was issued on
January 30, 2006, if you or your firm is not already a subscriber.)

___________________________
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John F. Malitzis

Senior Vice President

Market Surveillance

Attachments

New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

Number 95-28

July 10, 1995

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Positioning to Facilitate Customer Orders

The purpose of this memorandum is to present the Exchange's view of various trading strategies employed
by member organizations to facilitate customer stock or program orders. Although it is not possible to provide
an all-inclusive discussion of these strategies, the Exchange believes it is important to describe the kind of
activity which would be inconsistent with just and equitable principles of trade.

A member organization “A” commits to sell (buy) securities after the close to (from) a customer at the closing
price on the Exchange. To position itself to facilitate this transaction, “A” buys (sells) the stock(s) throughout
the day in a proprietary account, assuming the risk of the market. In order to reduce the risk of the proprietary
position it is assuming during the day, “A” leaves a portion of the position to be executed at the close. If
the size of the transaction(s) “A” intends to execute at the close can reasonably be expected to impact the
closing price(s), “A” should not buy (sell) any stock related to that position near the close. (“:A” would not be
precluded from entering proprietary market-on-close orders for execution in the closing transaction, if “A”
is not representing any proprietary orders near the closing transaction). What constitutes “near the close”
depends upon the degree of risk which can reasonably be attributed to the position established by that trade
versus the reasonably anticipated impact the trade at the close will have on the closing price. While each
situation may be unique, depending upon the size of the transaction and the liquidity of the stock, generally
traded executed after 3:40 p.m. would be considered “near the close.” Engaging in such transactions for
the firm's proprietary account would be conducted inconsistent with just and equitable principles of trade.
However, “A” would not be precluded from executing the customer's order on an agency basis at any time,
including at or near the close. It should be recognized, however, that this does not preclude the Exchange
from determining that such activity may be a violation of the anti-manipulative provisions of the Securities
Exchange Act of 1934 or Exchange rules.

Similarly, intra-day, it would be conduct inconsistent with just and equitable principles of trade for a member
organization to effect any transactions in a stock while knowing of the imminent execution of a block, in
order to subsequently liquidate the position by participating on the contra-side of the block transaction. For
example, if “A” knows a block will be bought one-quarter of a point up from the current market, “A” should not
buy stock to subsequently sell into the block transaction at the higher price.

In addition, it would be conduct inconsistent with just and equitable principles of trade for any person to
disclose to any other person trading strategies or customers' orders for the purpose of that person taking
advantage of the information for personal benefit or for the benefit of the member organization. This does not,
however, preclude a member organization from soliciting interest to trade with the contra side of a block in the
normal course of engaging in block facilitation activities.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

175

http://researchhelp.cch.com/License_Agreement.htm


Member organizations are required to establish and maintain procedures reasonably designed to review
facilitation activities for compliance with Exchange rules and federal securities laws. Member organizations
must ensure that trading strategies engaged in by their proprietary traders to facilitate customers' orders
have an economic basis and are not engaged in to mark the closing price or to mark the value of a position.
In addition, before any at-the-close customer order is transmitted to the Floor, the member organization
accepting the order must exercise due diligence to learn the essential facts relative to the order, including
the purpose and propriety of the at-the-close instructions, particularly when it has knowledge of other orders
executed for the customer's account during the day.

Questions regarding the above may be directed to Agnes Gautier at (212) 656-4608.

___________________________

Robert J. McSweeney

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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September 13, 2007

   ATTENTION: TRADING DESKS, ORDER ROOMS, COMPLIANCE DIRECTORS

TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Odd-Lot Pricing - Exchange Rule 124.

The Securities and Exchange Commission has approved amendments to Exchange Rule 124 (Odd-Lot
Orders) to modify the way in which Exchange systems price and execute odd-lot orders. Pursuant to the
amendments, (i) buy and sell odd-lot market orders and odd-lot limit orders marketable upon receipt by
Exchange systems (now referred to as “marketable odd-lot orders”) will begin automatic execution only
following the first round-lot transaction in the subject security; (ii) marketable odd-lot buy and sell orders
will be netted against one another and executed, in time priority of receipt, at the price of the next round-
lot transaction on the Exchange; (iii) any imbalance of marketable odd-lot buy and sell orders incapable of
being netted will be executed at the price of the NBBO; (iv) odd-lot limit orders that are not marketable upon
receipt will be executed, upon becoming marketable, at their limit price subject to certain conditions; and (v) in
certain instances described below, odd-lot executions will be limited in size to the lesser of either the number
of shares of the last round-lot transaction or the number of shares of the national best bid (in the case of an
odd-lot order to sell) or the national best offer (in the case of an odd-lot order to buy). Moreover, the odd-lot
portion of a partial round-lot (“PRL”) order will be executed only if the entire round-lot portion of the PRL order
is executed. The odd-lot portion of a PRL will be executed with and at the same price of the last round-lot
transaction that completes the round-lot portion of the PRL.

During September 2007, the pricing and execution procedures described in this Information Memo began a
phased in implementation. The phased in implementation will be announced via NYSE.com on the Hybrid
Market page.

Background

Currently, odd-lot market orders are executed in time priority at the price of the next round-lot transaction.
Buy and sell odd-lot market orders are, in essence, netted against one another and executed; however, since
the specialist is buying the same amount that he or she is selling, there is no economic consequence to the
specialist in this type of pairing-off of orders (“netting provision”). There is a volume limitation inherent in the
execution of odd-lot market orders in that any imbalance of buy or sell odd-lot market orders is executed
against the specialist, but only up to the size of the round-lot transaction. An odd-lot market order that is not
executed within 30 seconds is executed at the price of the NBBO; however, there is no volume limitation for
odd-lot market orders that receive an execution after 30 seconds have elapsed.

Odd-lot limit orders to buy or sell are executed at the price of the first round-lot transaction that is at or higher/
lower than the limit price of the odd-lot limit order, subject to the netting provision and the volume limitation of
the round-lot transaction. Unlike odd-lot market orders, there is no 30 second default execution provision for
odd-lot limit orders.

The odd-lot portion of PRL orders are executed at the same price as the first round-lot portion, and are
processed through the odd-lot System with the specialist as the contra party. Where there is more than
one transaction required to effect the complete execution of the round-lot portion of a PRL order, the odd-
lot portion is executed at the price of the first transaction in which a round-lot portion of the PRL order is
executed.

Amendments to Exchange Rule 124
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Marketable Odd-lot Orders (Rule124 (b) and (c)

Section (b) defines the term “marketable” as it pertains to odd-lot limit orders. For the purposes of the rule, the
term “marketable” when applied to an odd-lot limit order to buy shall mean at a price that is at or higher than
the current Exchange best offer and when applied to an odd-lot limit order to sell shall mean at a price that is
at or lower than the current Exchange best bid.

Marketable odd-lot orders entered before the opening transaction shall be executed at the price of the
opening transaction in the security. Orders entered during a halt in trading on the Exchange in the subject
security shall be executed at the price of the reopening transaction. There is no volume limitation at the
opening or the re-opening in a subject security.

Section (c) provides that marketable odd-lot orders will begin automatic execution only after the first round-
lot transaction on the Exchange in the subject security. If there is no initial round-lot transaction in the subject
security, then no odd-lot orders will be executed in the trading session. After the initial round-lot transaction
in the subject security, marketable odd-lot orders will be executed in time priority of receipt at the price of the
next round-lot transaction, pursuant to the netting provision. The imbalance of marketable odd-lot orders that
do not receive an execution will be executed in time priority of receipt at the price of the NBBO, subject to the
volume limitation. However, any imbalance of odd-lot limit orders that were non-marketable upon receipt that
have become marketable will receive an execution at their limit price. Marketable odd-lot orders which would
otherwise receive a partial execution will be executed in full.

The volume limitation in section (c) of the rule is defined as the lesser of either the number of shares in the
last round-lot transaction or the number of shares available at the national best bid (in the case of an odd-lot
order to sell), or the national best offer (in the case of an odd-lot order to buy).

Any marketable odd-lot orders that do not receive an execution because of the volume limitation will be
executed, in time priority of receipt at the price of the next round-lot transaction, following pricing and
execution procedures described above. The retained timer provision provides that marketable odd-lot orders
(including odd-lot limit orders that were non-marketable upon receipt and subsequently become marketable)
that remain unexecuted within 30 seconds of receipt will be executed, in time priority of receipt, at the price of
the NBBO (or at its limit price if the order is a non-marketable odd-lot limit order that has become marketable).
These orders are also subject to the volume restriction as described above.

Marketable odd-lot orders and non-marketable odd-lot limit orders that have become marketable and remain
unexecuted prior to the close of trading shall be executed, in time priority of receipt at the price of the
closing transaction, subject to the netting provision and a volume restriction which is the size of the closing
transaction.

Non-marketable Odd-lot Orders (Rule124(d))

Odd-lot limit orders that are non-marketable upon receipt that become marketable are eligible to be netted
and executed at the price of the next round-lot transaction. If oddlot limit orders do not receive an execution,
then the orders are eligible to be executed, at its limit price, subject to the volume limitation of section (c)
of the rule. As with marketable odd-lot orders, non-marketable odd-lot limit orders which would otherwise
receive a partial execution will be executed in full. The operation of the 30 second timer provision is now
applicable to the execution of non-marketable odd-lot limit orders that become marketable, except that these
orders will receive an execution after 30 seconds at its limit price.

As previously described above in section (c) of the Rule, non-marketable odd-lot limit orders that become
marketable, but remain unexecuted prior to the close of trading will be executed at the price of the closing
transaction, subject to the netting provision and the volume limitation, which is not to exceed the size of the
closing transaction.

Short Sales (Formerly Rule 124(c) (vii), (d) and (e) (iii))
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Former sections (c)(vii), (d) and (e)(iii)) of the original rule text, which governed short sales of odd-lots, have
been removed entirely pursuant to the Commission's elimination of the short sale price test. Additionally,
references in the Rule to the phrase “marked ‘Long’” have also been removed to conform to elimination of the
short sale price test.

Stop Orders (Rule 124(e))

The term “market” has been removed from the description of this order type. Odd-lot stop orders will retain
the use of a round-lot transaction as a trigger to convert buy stop and sell stop odd-lot orders into a market
order. Once a buy stop order or a sell stop order is elected at its stop price and becomes a market order, it
shall be filled, subject to all the provisions of section (c) of the rule. A new subsection (e) (i) has been added
to indicate that stop orders entered prior to the opening which would be elected by the opening transaction
will be executed at the price of the opening transaction.

PRL (.50 of the Supplementary Material of Rule 124)

Where more than one round-lot transaction is required to effect the complete execution of the round-lot
portion of a PRL, the odd lot portion will be executed only if the entire round-lot portion of the order as
received by the Exchange is executed. The odd lot portion will then be executed at the same price as the last
round-lot transaction that is needed to complete the entire round-lot portion of the PRL.

Availability of Exchange Quotes (.60 of the Supplementary Material of Rule 124)

When Exchange quotes are not available, are non-firm, or do not meet system validations, marketable odd-
lot orders will be executed once quotation information is available or the Exchange meets system validations,
at a price determined by the provisions that govern the execution and pricing of marketable odd-lot orders
(section (c) of rule 124).

Amended Rule 124 is attached as Exhibit A.

Questions concerning the subject of this memo may be directed to Deanna Logan, Director, Office of the
General Counsel at (212) 656-2389 or Gillian Rowe, Principal Rule Counsel, Office of the General Counsel.

___________________________

Vivian Maese

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
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September 13, 2007

   ATTENTION: TRADING DESKS, ORDER ROOMS, COMPLIANCE DIRECTORS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDENT TO RULE 104(e) to REMOVE PRICE PARAMETERS BASED ON THE
QUOTATION SPREAD.

The purpose of this Information Memo is to advise members and member organizations that the New York
Stock Exchange LLC (“NYSE” or the “Exchange”) amended the conditions in Exchange Rule 104(e) that
govern the ability of the specialists to provide price improvement to an order pursuant to Exchange Rule
104(b)(i)(H).

Pursuant to amended Rule 104(e) (effective September 10, 2007) specialists may now provide price
improvement to an order without regard to the formerly required minimum trade price parameters based on
the quotation spread.

Specifically, specialists' algorithms will no longer be constrained to provide price improvement in the amount
of at least: (i) two cents when the quotation spread is three to five cents; (ii) three cents when the quotation
spread is more than five cents; or (iii) one cent where the quotation spread is two cents. Exchange Rule
104(e) now provides that the price improvement to be supplied by the specialist must be at least one cent.

Specialists are still required pursuant to the rule to be represented in a “meaningful amount ” (i.e. at least
1,000 shares for the 100 most active securities on the Exchange, based on average daily volume, and
at least 500 shares for all other securities on the Exchange) in the bid with respect to price improvement
provided to an incoming sell order or in the offer with respect to price improvement provided to an incoming
buy order.

Questions regarding this Information Memo should be directed to:

Deanna Logan, Director, Office of the General Counsel, at (212) 656- 2389 Gillian Rowe, Principal
Rule Counsel, Office of the General Counsel, at (212) 656-4655

Questions may also be direct to the On-Floor Surveillance Unit via the White Phone or in person at their
booth in the EBR. Questions that are not time-sensitive may be submitted to Ask Market Surveillance. (For
information about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3, which was
issued on January 30, 2006, if you or your firm is not already a subscriber).

___________________________

Vivian Maese

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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September 13, 2007

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO RULE 79A.30, THE ONE AND TWO POINT RULE

I. Purpose

The purpose of this Information Memo is to advise members and member organizations that NYSE Rule
79A.30, the so-called “one and two point” rule has been amended. (See Attachment.) The changes were
effective as of July 24, 2007.

II. Background

Prior to the amendments announced in this Information Memo, Rule 79A.30 required Floor Official approval
for all trades $1 or more from the last sale in securities trading at less than $20 a share and for all trades $2
or more away from the last sale in securities trading at more than $20 per share.

As a result of changes in the market in recent years, particularly the decentralization of control of pricing
decisions away from the specialist and Floor broker, and the greater availability to all market participants
of timely trade and quote information, NYSE Rule 79A.30 became no longer necessary or viable in its pre-
amendment form. In particular, since the implementation of Phase III of the NYSE Hybrid Market(r), obtaining
prior Floor Official approval for transactions one or two points away from the last sale did not add meaningful
value in the context of electronic trading, for two reasons: automated quoting and the entry of orders for
automatic execution do not permit time for the involvement of Floor Officials before automated executions
occur, and the greater availability of information in the market obviated much of the protection that such
approval was designed to provide.

III. Amendments to NYSE Rule 79A.30

A. Overview of Amended Rule

Rule 79A.30, as amended, removes the requirement to obtain Floor Official approval for one and two point
sales in most instances, but preserves the requirement in situations where such trades are initiated by a
specialist in connection with certain manual transactions when the NYSE market is “slow” as well as when
the market is “fast” where such trades are initiated by the specialist when reaching across the market. Other
amendments to the rule clarify existing provisions and procedures, and conform the rule to changes in other
NYSE rules made subsequent to the last time NYSE Rule 79A.30 was amended.

B. Prior Floor Official Approval Required for Certain Specialist Transactions

NYSE Rule 79A.30 has been amended to remove the requirement that Floor brokers and specialists when
acting strictly as agent obtain prior Floor Official approval for trades that are more than $1.00 from the last
sale when such previous sale is under $20.00 per share, or $2.00 from the last sale when such previous
sale is $20.00 per share or more. However, the requirement to obtain prior approval continues to apply to
specialists in situations where (i) the market is “slow” and a proposed trade results from a pricing decision by
the specialist in connection with such market events as the opening or reopening of trading, the resumption
of trading after a gapped quotation has been published, the resumption of trading in the security following the
triggering of a Liquidity Replenishment Point(r) (“LRP”), or when the specialist is arranging the Close, or (ii)
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the market is “fast” (i.e., quotes are accessible for automated trading) and the specialist as dealer is manually
reaching across the market.

C. Application to Thinly Traded Securities

The rule has also been amended to clarify that prior Floor Official for one and two point sales as required
under the substantive amendment would continue not to apply to inactively traded stocks. The current text
of Rule 79A.30 on its face applies only to “stocks at the active Posts”, which is an anachronistic reference
to inactively-traded stocks. It derived from the fact that stocks that were very inactively traded used to be
handled at the Exchange Floor's Post 30, often referred to as the “inactive Post.” Some years ago, these
very thinly traded securities were moved to one of the active Posts, and so the reference in the rule to
“active Posts” became unclear. Accordingly, the amendment has deleted the reference to “active posts” and
amended language clearly states that neither paragraph (a) nor (b) of the amended rule apply to inactively
traded securities, which are currently traded a Post 1, Sections L, M and N.

D. Block Trading

Prior to the amendments, the last two paragraphs in the rule addressed situations where a Floor broker is
executing block size interest. Since the proposed amendment would permit such trading without Floor Official
approval, the language in the two paragraphs is no longer necessary and has been deleted.

E. Stop Orders

Another amendment removes reference to NYSE Rule 123A.40. Rule 123A.40, which governs the handling
of stop orders, was amended in relation to the Hybrid Market. In the Hybrid Market, specialists no longer
see accumulating stop order volume and the related electing process and are, therefore, not responsible for
manually processing elected stop orders. Instead, elected stop orders become market orders upon election
and are eligible for automated execution without Floor Official approval.

F. Reporting to the Tape

Finally, with respect reporting a one or two point sale to the Tape, the requirement to report a one or two point
sale as “sold” or “sold last” is rendered moot by the new timing requirement that Floor Official approval be
obtained before execution. Those markers are intended to signal to the market that a trade was reported to
the Tape late. As amended, the rule requires that Floor Official approval be obtained before a trade outside
the parameters of the rule is affected, and, therefore, there will no longer be a lag time between the execution
of a one and two point sale and the related report to the Tape. Accordingly, one and two point sales that
occur after the Opening would no longer need to be reported to the Tape as late to the Tape whether in or
out of sequence, unless the report to the Tape was accidentally not made at the time of execution. The NYSE
notes that one and two point sales which occur on the Opening would continue to be marked “OPD,” which
means “opened.”

IV. Stocks Trading at $100 or More Per Share

NYSE Rule 79A.30 has not been amended with respect to specialists seeking wider price parameters from
the last sale for securities trading at $100 or more per share.

Specialists continue to be required to obtain the approval of a Floor Governor, Executive Floor Official or
Senior Floor Official to operate under the rule with a wider price parameter than $2 from the last sale. Such
approvals may only be granted for the trade date when the approval was requested.

If a wider price parameter is granted by a senior-level Floor Official, the specialist must, consistent with the
amended portion of the rule, obtain prior Floor Official approval for all of the specialist transactions detailed in
Section III., B . above, which meet or exceed the wider price parameter for the day.
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V. Staff Contacts

Questions regarding this Information Memo should be directed to:

Carol Krusik, Director, Market Surveillance, at (212) 656-4597, Jerry Reda, Director, Market
Surveillance, (212) 656-5354), or John Saxton, Director, Market Surveillance, (212) 656-2324.

Questions may also be directed to OFSU via the White Phone or in person at their booth on the Floor.
Questions that are not time sensitive may also be submitted to Ask Market Surveillance. (For information
about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3, which was issued on
January 30, 2006, if you or your firm is not already a subscriber.)

______________________________

John F. Malitzis

Senior Vice President

Market Surveillance

Attachments

Additions underscored

Deletions [bracketed]

Miscellaneous Requirements on Stock Market Procedures

Rule 79A.

• • • Supplementary Material: 

* * * * *

.30 [One or two points or more away from last sale.—All transactions in stocks at the active Posts which are
made] (a) [at one point] Except as relates to specialist dealer trades in such inactively traded securities as
the Exchange shall from time to time identify, all transactions in stocks by the specialist as dealer (when the
market is slow) or transactions in which specialist as dealer is reaching across the market (when the market
is fast) which are made (i) at $1.00 or more away from the last [previous] sale when such last [previous] sale
is under $20 per share or ([b] ii) at [two points] $2.00 or more away from the last [previous] sale when such
last [previous] sale is at $20 per share or over, [may not be published on the tape without] require the prior
approval of a Floor Official [(or Floor Governor, Senior Floor Official, or Executive Floor Official as provided in
Rule 123A.40)]. For purposes of the rule, the NYSE will be considered to be a “slow” market when displaying
a bid or offer (or both) that is not entitled to protection under Rule 611 of Regulation NMS. Specialist dealer
transactions in slow markets shall include but are not limited to (i) the opening and reopening of trading in
a stock, (ii) the resumption of trading in the stock after a gapped quotation has been published, (iii) when
trading in a security has triggered a Liquidity Replenishment Point or (iv) when the specialist is arranging the
closing transaction in a stock.

(b) In unusual market conditions, however,  except with respect to inactively traded securities, a Floor
Governor, Senior Floor Official, or Executive Floor Official may determine that a different price parameter
other than that required in paragraph (a) of this rule is appropriate for a particular security [for trades] when
the last sale is at $100 per share or over. In such case, [no transaction that is more than this different price
parameter away from the last sale of $100 per share or more in the security shall be published on the
tape without the prior approval of a Floor Official. A] any such determination by a Floor Governor, Senior
Floor Official, or Executive Floor Official shall be for that trading session only, unless he or she, or in his
or her absence, another Floor Governor, Senior Floor Official, or Executive Floor Official re-confirms that
determination, on a day-to-day basis, for subsequent trading sessions. Any such determination by a Floor
Governor, Senior Floor Official, or Executive Floor Official shall be reported to the Market Surveillance
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Division on such form as the Exchange may from time to time prescribe. When a different price parameter is
determined by a Floor Governor, Senior Floor Official or Executive Floor Official, such price parameter shall
be referenced for purposes of applying paragraph (a) instead of the price parameters stated therein.

(c) When such a transaction is an opening sale it will be accompanied when published on tape by the symbol
“OPD” meaning “opened .” [and when such a transaction occurs after an opening sale it will be accompanied
by the symbol “SLD, meaning “sold”.

The purpose of these symbols is to indicate that such transactions may not be in their proper order on the
tape with relation to transactions in other stocks made at or about the same time owing to a possible delay in
the publication of such transactions due to the necessity of obtaining the prior approval of a Floor Official.]

(d) The term “[one point] $1.00 or more” or the term “[two points] $2.00 or more” as used herein is the net
difference between the price of the current sale and the price of the last previous sale after taking into
consideration a dividend or other distribution when the stock sells “ex-dividend” or “ex-distribution.” For
instance, if the opening sale in such stock is at $48 .00 “ex-dividend” [0] $.50 and the last [previous] sale
was at $50 .00, the net difference would be regarded as $1.50 [points] and approval for publication would not
be required. If the opening transaction is at $20.50 “ex-dividend” [0] $.25 and the last [previous] sale was at
$19.75, the net difference would be regarded as [one point] $1.00 and in this case approval for publication
would be required.

[When a member has a specific trade price in mind for the execution of a large order in his possession, or
orders that aggregate a substantial amount of stock, he should consult with a Floor Official before executing
such order or orders if the execution could result within a brief period of time in a price change in a particular
stock which would exceed the limits mentioned in the first paragraph.

In reaching his decision with respect to granting approval to publish a transaction at one or two points or more
away from the last sale, the Floor Official shall take into consideration the provisions set forth in paragraph (b)
of Rule 127 but he shall not be bound thereby.]

Copyright 2019, NYSE Group, Inc. All rights reserved.
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September 6, 2007

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: HALTS IN TRADING DUE TO SUB-PENNY CONDITIONS - ORDER HANDLING AND
SPECIALIST RESPONSIBILITY(RULES 92 AND 123D)

I. Purpose

The purpose of this Information Memo is to remind members and member organizations of how orders are
handled at the time a sub-penny halt is invoked on the NYSE and after, and the specialist's responsibility to
orders on the Display Book under such circumstances.

II. Background

Under NYSE Rule 123D(3), a non-regulatory halt is immediately triggered whenever a security trading on the
NYSE is reported on the Consolidated Tape during normal trading hours as having traded at a price of $1.05
or less per share, or if a security would open on the NYSE at a price of $1.05 or less per share. Once halted,
trading will not resume at the NYSE until the security has traded on another automated trading center for at
least one entire trading day at a price or prices that are at all times above $1.10. This sub-penny trading halt
is automatic and does not require any Floor Official approval.

III. NYSE Procedures Concerning Sub-Penny Halts

A. Publication of Sub-Penny Condition Halts

As of September 5, 2007, when a sub-penny trading halt is invoked under Rule 123D(3), the NYSE
disseminates the “sub-penny trading” halt condition over the Consolidated Tape.

B. Order Handling When a Sub-Penny Condition Halts Is Implemented

During a sub-penny condition trading halt, the affected security remains listed on the NYSE so that it can
continue to be traded by other markets, including NYSE ARCA (ARCA), on an unlisted trading privileges
(UTP) basis.

Members and member organizations are advised that when a sub-penny condition trading halt has been
implemented, limit orders that are resting on the Display Book at the time the halt is invoked will remain open
on the Book for the balance of the regular trading day. At 4:00 p.m. on the day the halt is declared, or any
other appointed time for the Close in the security or the overall market, day limit orders expire according to
their terms, and GTC and GTX orders in the subject security will be cancelled by the NYSE overnight.

Because outstanding limit orders will remain open on the Book, entering members and member organizations
who sent orders to the Display Book prior to the time a sub-penny halt was declared remain responsible
for those orders for the balance of the trading day, and therefore should be proactive, in view of the halt, in
determining how to represent their customers' orders to meet their best execution obligations. Display Book
will accept cancellation of orders in securities subject to a sub-penny trading condition halt for the remainder
of the trading day to allow members and member organizations to route their orders to ARCA or other trading
venues.

C. Order Handling After a Sub-Penny Condition Halt Has Been Implemented
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When a security is halted due to sub-penny condition, it will trade on ARCA on a UTP basis, and may also
trade in other venues. On the day that trading on the NYSE is halted only, orders that are entered after the
halt is announced will be rejected.

Beginning on the first trading day after trading in the security is halted, NYSE systems will open in the subject
security for order entry purposes as a convenience for members and member firms that do not have a direct
link to ARCA. Accordingly, members and member organizations should note that, beginning on the first
trading day after trading in the security is halted, all orders entered on the NYSE in the halted security will be
routed to ARCA unless the order type is one that is not accepted by ARCA (e.g., GTC, GTX, etc.). In the latter
case, the order will be rejected back to the entering member or member organization.

IV. Specialist Responsibility Following a Sub-Penny Conditions Halt

The NYSE recognizes that after a sub-penny halt has been invoked, the specialist can no long make a
market in the affected security, and that the Display Book is no longer live for trading purposes, other than
for canceling orders and routing to ARCA. As a result, members and member organizations are advised that
a specialist whose registered security is subject to a sub-penny condition trading halt will be permitted to
liquidate the dealer position by trading in other market centers notwithstanding that on the day that the sub-
penny halt is implemented there may be unexecuted customer orders in the specialist's possession that could
be executed at the same prices as their proprietary trades. In other words, specialists are relieved of their
obligations under NYSE Rule 92 and have no responsibility for orders left on the Display Book by members
and member organizations after a halt for a sub-penny trading condition has been implemented and before
the security may open again for trading on the NYSE.

VI. Staff Contacts

Questions regarding the operational procedures described in this Information Memo should be directed to:

Paul Bauccio, Director, Market Operations, at (212) 656-2929

Regulatory questions regarding this Information Memo should be directed to:

Carol Krusik, Director, Market Surveillance, at (212) 656-4597, Jerry Reda, Director, Market
Surveillance, at (212) 656-5354, or John Saxton, Director, Market Surveillance, at (212) 656-2324.

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
booth in the EBR. Questions that are not time sensitive may also be submitted to Ask Market Surveillance.
(For information about the Ask Market Surveillance System, refer to Member Education Bulletin 2006-3,
which was issued on January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

John F. Malitzis

Senior Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.
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August 31, 2007

   ATTENTION: CHIEF COMPLIANCE OFFICER, CHIEF TECHNOLOGY OFFICER

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: EXTENSION OF DEADLINE FOR NEW PROGRAM TRADING REPORTING OBLIGATIONS

I. Purpose

The purpose of this Information Memo is to advise members and member organizations that the deadline for
firms to revise their trade reporting obligations for Program Trading has been extended to January 31, 2008.

II. Background

In Information Memo 07-52, dated June 11, 2007, the Exchange advised members and member
organizations that in connection with recent amendments to NYSE Rule 80A.40, the Exchange was redefining
two of the existing eight Program Trading related audit trail account types (J, K) and was eliminating the
requirement of the submission of the Daily Program Trading Reports (“DPTR”). In that Memo, firms were
advised that they may begin using the new account type indicators immediately and must be in compliance by
September 30, 2007, when the DPTR reporting obligations would cease.

III. Deadline for new Program Trading Reporting Requirements Extended

In response to concerns raised by firms that the current deadline may be difficult to meet, the Exchange has
extended the deadline for firms' required usage of the redefined account types “J” and “K” and the elimination
of the DPTR to January 31, 2008. Firms are required to submit the DPTR in the prescribed format by T+2, as
is presently required, through January 31, 2008.

Member organizations are further advised that firms have until January 31, 2008 to remove the $1 million
threshold for a Program Trade and to revise their program trading reporting accordingly.

IV. Supervision

Member organizations are reminded that they are required to have adequate policies and procedures
reasonably designed to ensure proper identification of activities that constitute Program Trading and
compliance with all reporting requirements of Program Trading activity as discussed in this and prior
Information Memos. Member organizations will also be required to have written supervisory procedures
reasonably designed to ensure that they properly identify activities that constitute Program Trading. Failure to
have an adequate supervisory system in place may result in disciplinary action.

V. Staff Contacts

Questions regarding this Information Memo should be directed to:

Judith Bryngil, Vice President, Market Surveillance, (212) 656-3312

Gerald Heit, Director, Market Surveillance, (212) 656-6530

Clare F. Saperstein, Director, Market Surveillance, (212) 656-2355
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Questions that are not time sensitive may also be submitted to Ask Market Surveillance. (For information
about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3, which was issued on
January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

John F. Malitzis

Senior Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.
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August 23, 2007

   ATTENTION: HEADS OF EQUITY TRADING DESKS AND CHIEF COMPLIANCE OFFICERS

TO: ALL NYSE MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO NYSE RULE 92 - RISKLESS PRINCIPAL TRADING AND CUSTOMER
CONSENT UNDER RULE 92(b)

I. Purpose

The purpose of this Information Memo is to advise member organizations that the SEC has approved
amendments to NYSE Rule 92. The amendments revise the consent requirements under NYSE Rule 92(b)
and also permit member organizations to route riskless principal orders to the Exchange, as described below.

II. Background

NYSE Rule 92 generally prohibits members or member organizations from trading on a principal/proprietary
(“proprietary”) basis ahead of, or along with, customer orders that are executable at the same price as the
proprietary order. Among other provisions, the rule contained several exceptions that made it permissible for
a member or member organization to enter a proprietary order while representing a customer order that could
be executed at the same price, so long as the customer had provided express permission and the order was

not for an account of an individual investor (“Rule 92(b) proprietary order”). 1 

Under the prior version of the rule, members and member organizations needed to obtain order-by-order
consent before a member organization could execute a Rule 92(b) proprietary order at the same price as a
customer's order. In addition, the NYSE did not permit riskless principal trading at the Exchange.In an effort
to harmonize NYSE rules with the rules of other markets with respect to riskless principal trading, the NYSE
determined that it was appropriate to permit riskless principal orders and to simplify the process for obtaining

trade-along consents generally. 2 

III. NYSE Rule 92 Amendments

As amended, NYSE Rule 92(b) expands the class of customers who may consent to trade along, and revises
the method by which such customer can grant such consent. In addition, NYSE Rule 92(c) now permits
member organizations to submit riskless principal orders to the Exchange.

These changes are described more fully below:

1. Customer Consent (Rule 92(b)):

As amended, NYSE Rule 92(b) permits institutional investors with orders of any size, or individual
investors with an order over 10,000 shares, unless such orders are less than $10,000 in value, to
consent to a member organization entering Rule 92(b) proprietary orders.

Rather than obtaining order-by-order consent, a member organization can obtain prior blanket
affirmative consent to trade along from eligible customers under this provision, provided that:

▪ Written disclosures are provided to the customer; and
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▪ The customer either provides a signed writing documenting such consent or provides oral
consent and the member organization provides written notice to the customer documenting such
oral consent.

Such written disclosures must include, among other things, information relating to method by which the
member organization will allocate shares among the customer's order and the Rule 92(b) proprietary
order and that the customer can opt out of such consent on a trade-by-trade basis.

Member organizations are advised that they have until September 30, 2007 to obtain documentation
of affirmative consent from customers. To the extent that firms obtain oral consent prior to that date,
they are permitted to trade on a riskless principal basis with such customers, subject to documenting
the consent by September 30, 2007. Member organizations who do not obtain documented prior
affirmative consent to trade along may continue to rely on an order-by-order consent.

2. Riskless principal trading (NYSE Rule 92(c)):

As amended, NYSE Rule 92(c) adopts provisions similar to FINRA's Manning Rule 3   relating
to riskless principal trading, thus permitting riskless principal transactions at the Exchange. The
exception for riskless principal trading is not available for orders entered on the Floor of the
Exchange and all riskless principal orders must be systematically entered from off the Floor via
SuperDot.

Member organizations are advised that the limitations on members' trading set forth in NYSE Rule
92(a) do not apply to situations where a member organization enters a proprietary order for the
purpose of facilitating the execution, on a riskless principal basis, of one or more orders (the “facilitated
order”), provided that the following requirements are satisfied:

▪ It must be a riskless principal transaction, i.e., after having received an order to buy (sell) a
security, the member organization purchases (sells) the security as principal at the same price to
satisfy the order to buy (sell);

▪ The facilitated order(s) must be provided the same per share price as the riskless principal
order, exclusive of any markup or markdown, commission equivalent, or other fee;

▪ The member organization must submit a report of the riskless principal order to NYSE's Front
End Systemic Capture system (“FESC”), as required by NYSE Rule 123(f);

▪ The member organization must also submit to FESC an electronic report containing data
elements sufficient to provide an electronic link of the execution of the facilitated order to all
of the underlying orders. In order to develop and implement the necessary changes to firms'
systems and FESC to accommodate the enhanced reporting requirements, this reporting
requirement will be implemented on January 16, 2008. Prior to that time, firms engaging in
riskless principal trading must have in place systems and controls that allow them to easily
match and tie riskless principal executions on the Exchange to the underlying order. Member
organizations must be able to easily and readily construct this audit trail information for

review by relevant examination staff; 4   and

▪ When allocating the facilitated order, any proprietary orders included in the facilitated order
must yield to customer orders. Once customer orders that have not or cannot consent under
Rule 92(b) have been filled, member organizations can allocate any remaining Rule 92(b)
proprietary orders with customer orders that have consented under Rule 92(b) pursuant to
allocation methodologies disclosed to those customers under that rule.

Member organizations must have written policies and procedures to assure that riskless principal
transactions comply with applicable NYSE rules, including that:
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▪ Any customer orders included in a riskless principal transaction must have been received
before entry of the offsetting transactions;

▪ The offsetting transactions are allocated to a customer account in a consistent manner and
within 60 seconds of allocation;

▪ The member organization has a methodology for allocating customer orders represented in the
facilitated order and shall disclose such method to customers;

▪ The member organization has supervisory systems in place concerning riskless principal
transactions; and

▪ The member organization can produce records relating to riskless principal transactions
sufficient to reconstruct, in a time-sequenced manner, all orders with respect to which the
member organization is claiming this exception.

IV. Supervision

Member organizations are reminded that they must have adequate written policies, procedures, and
supervisory controls reasonably designed to detect and deter potential violations of the rule as described in
this Memorandum. Failure to have adequate written policies and procedures in place or to have an adequate
supervisory system in place may result in disciplinary action.

V. Staff Contacts

Questions regarding NYSE Rule 92 generally and the amendments in particular may be directed to:

Daniel M. Labovitz, Managing Director, Market Surveillance, at (212) 656-2081 Clare F. Saperstein,
Director, Market Surveillance, at (212) 656-2355

Questions may also be directed to OFSU via the White Phone or in person at their booth in the EBR.
Questions that are not time sensitive may also be submitted to Ask Market Surveillance. (For information
about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3, which was issued on
January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

John F. Malitzis

Senior Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  These are transactions in which the member or member organization is: (1) liquidating a position held in
a proprietary facilitation account; (2) creating a bona fide hedge; (3) modifying an existing hedge; or (4)
engaging in a bona fide arbitrage or risk arbitrage transaction.

2  The NYSE also amended Rule 92 to permit member organizations to meet their Regulation NMS
obligations without violating Rule 92. See Information Memo 07-68, dated July 6, 2007.

3  See FINRA Rule 2111 and IM-2110-2.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

191

http://researchhelp.cch.com/License_Agreement.htm


4  The NYSE will be issuing separate guidance relating to trade reporting requirements for riskless principal
transactions.
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   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: SPECIALIST AND FLOOR BROKER OBLIGATIONS IN CONNECTION WITH SPECIALIST
PARITY WITH ORDERS REPRESENTED IN THE CROWD UNDER RULE 108

The purpose of this Information Memo is to reiterate the New York Stock Exchange's (the “Exchange” or
“NYSE”) long-standing interpretation of NYSE Rule 108(a) regarding specialist trading on parity with orders
in the Crowd when the specialist is establishing or increasing his or her position. Information Memo 05-81
(dated October 26, 2005) and Member Education Bulletin 2005-18 (dated November 9, 2005) have previously
addressed Rule 108(a) regarding specialist trading on parity with orders in the Crowd. This Information Memo
reiterates their interpretation of NYSE Rule 108(a), as well as the requirements for Rule 108 disclosures to
customers by members and member organizations, and the documentation requirements for Floor brokers
when they have objected to specialists trading on parity with the Floor broker's order.

The Exchange interprets NYSE Rule 108(a) as permitting a specialist to be on parity with orders in the Crowd
when the specialist is establishing or increasing his or her position, provided that the brokers representing
orders in the Crowd do not object. This is consistent with other rules that permit a specialist to trade on parity
with the Crowd, such as NYSE Rule 123A.30, which expressly authorizes Floor brokers to permit a specialist
to go along with brokers' convert-and-parity (“CAP”) orders, regardless of the specialist's proprietary position.

NYSE Rule 108(a) provides that a specialist making a bid or offer on an order for his (or her) own account
to establish or increase a position in a stock is not “entitled” to parity with a bid or offer that originates off the
Floor. An exception is made for so-called “G” orders, which are orders that originate off the Floor and are
executed pursuant to Section 11(a)(1)(G) of the Securities Exchange Act of 1934 (the “SEA”) and SEA Rule
11a1-1(T) thereunder. But, because the rule only speaks to the specialist not being “entitled” (i.e., not having
an unconditional right) to be on parity rather than flatly prohibiting him from being on parity, NYSE Rule
108(a), by its terms, does not preclude the specialist from trading on parity when establishing or increasing
the specialist's position if the brokers in the Crowd do not object.

In connection with specialists trading on parity under NYSE Rule 108(a), members and member organization
are reminded that they should adhere to the following procedures:

1. Obligations of Specialists and Specialist Organizations

Specialists and specialist organizations are reminded that in order to ensure that brokers in the
Crowd are making informed decisions when they permit a specialist who is establishing or increasing
his or her position to trade along with the Crowd, the specialist must clearly announce his or her
intention to trade on parity, and must give brokers representing orders in the Crowd a reasonable

opportunity to object. 1   Please note that Floor brokers representing orders by the use of e-Quotes
or d-Quotes are not entitled to object to the specialist trading on parity pursuant to NYSE Rule 108(a);
for e-Quotes and d-Quotes, the Hybrid Market is designed so that the specialist will be on parity with
the Crowd. The obligations set out in this paragraph do not apply to e-Quotes, d-Quotes and CAP
orders.

In the event that a Floor broker objects to the specialist trading on parity under NYSE Rule 108(a), the
specialist must honor such request and refrain from trading on parity for that trade. Specialists and specialist
organizations are also advised that notwithstanding the Exchange's interpretation, in determining whether to
effect transactions under NYSE Rule 108(a), they remain bound by the reasonable necessity requirements
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of NYSE Rule 104. Thus, even if no Floor broker objects to the specialist trading on parity under NYSE Rule
108(a), such transactions by the specialist may nevertheless be inappropriate if the specialist's participation
is not reasonably calculated to contribute to the maintenance of price continuity with reasonable depth, or to
minimize the effects of temporary disparities between supply and demand that are immediate or reasonably
anticipated.

2. Obligations of Floor Broker Members and Member Organizations

Floor brokers who object to the specialist trading on parity under NYSE Rule 108(a) with orders that they

are representing must openly and audibly state such objections and document them. 2   If a Floor broker is
making a continuing objection for all executions pertaining to the order he or she is representing, the objection
should be stated (and subsequently documented as discussed below) when the Floor broker enters the
Crowd. If a Floor broker is objecting only in specific auctions (but not for all executions pertaining to the order
he or she is representing), the objection should be stated (and subsequently documented as discussed
below) when the specialist announces, in connection with a particular auction, that he or she is seeking to
trade on parity. Brokers who have not made a firm bid or offer in the particular auction where the specialist
expresses an intention to trade on parity would not have standing under NYSE Rule 108(a) to object to the
specialist trading on parity in that auction. As stated above, the obligations set out in this paragraph do
not apply to e-Quotes, d-Quotes and CAP orders.

The Exchange requires that when a Floor broker objects to the specialist trading on parity in
connection with an order he or she is representing, the Floor broker must document his or her
objection at the time the report of execution is issued in connection with such order. Since the
issuance of Information Memo 05-81 and Member Education Bulletin 2005-18, the NYSE has
programmed indicators in the e-Broker handheld device to denote instances where the Floor broker
objected to the specialist trading on parity (the No Parity or “NP” indicator), or did not object or
affirmatively granted permission to the specialist to trade on parity (the Parity or “P” indicator). The
“NP” and “P” indicators become part of the report of execution for that trade and are submitted to the
NYSE's FESC database. Technical specifications for the parity indicators were distributed to member
firms on February 17, 2006, and posted on the Technical Specifications page of NYSE.com by NYSE
Group, and members and member organizations firms using proprietary or vendor systems must
ensure that their handheld devices are programmed to record the parity indicators systemically.

In instances where a Floor broker is not using a handheld device, or the Floor broker's handheld
device is not functioning, the Floor broker must document his/her objection to specialist parity and
ensure that the objection is recorded on the drop copy report of execution in the FESC database. In
all such instances where a paper report of execution is used, the Floor broker must follow all of the
requirements for reporting such instances as described in Member Education Bulletin 2005-18, which
include delivery to the On-Floor Surveillance Unit of a hard copy of the execution report that contains
a written record that the Floor broker objected to the specialist trading on parity, for each instance
where such an objection was made.

Floor broker members and member organizations must keep appropriate records of their objections
pursuant to Securities Exchange Act Rule 17a-3 and NYSE Rule 440. The Exchange may from time to
time revise or supplement the documentation requirements as necessary, and will notify members
and member organizations accordingly.

3. Disclosure and “Best Execution” Obligations

Floor broker members and member organizations are reminded that they must disclose to customers that
in executing orders on the Floor, the Floor broker may permit the specialist to trade on parity with the order
for some or all of the executions associated with filling that order, where such permission would not be

inconsistent with the broker's best execution obligations. 3   Disclosures should be written and reasonably
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calculated to provide customers with sufficient notice of the Floor broker's practice in this regard. For
example, such disclosure could be in the form of an affirmative written notice that is provided to customers
in advance of trading. Floor broker members and member organizations may use the same customer
correspondence document to address multiple disclosure items. It is not necessary for the specialist trading
on parity issue to be addressed on a separate disclosure correspondence document.

In deciding whether to permit a specialist to trade on parity with orders that they are representing, Floor
brokers must be mindful of their “best execution” obligations under the NYSE Rules 13.20, 123A.41, 123A.42
and 123A.44, including the obligation that they use due diligence to execute the order at the best price
available to them under the published market procedures of the Exchange (subject to the customer's limit
price, if the order is a limit order). Provided that they have made appropriate disclosures to their customers,
Floor brokers are not required to obtain separate customer approval to permit the specialist to trade on
parity under NYSE Rule 108(a) for each order or trade, but may rely on the above-mentioned disclosures to
customers and any resulting guidance provided by their customers, as also described above. Floor brokers
who have not made appropriate customer disclosures as described above are required to obtain separate
customer approval to permit the specialist to trade on parity under NYSE Rule 108(a) for each order or trade.

If a broker believes that a specialist has improperly traded on parity with his or her order, the broker should
promptly alert any member of the On-Floor Surveillance Unit, located in the Extended Blue Room, or contact
Pat Giraldi, Director of the Unit, at (212) 656-6804.

4. All Members and Member Organizations

Members and member organizations should take steps to inform and educate management and associated
persons regarding the information contained in this Information Memo and in the previous guidance issued
by NYSE Regulation., and are reminded that pursuant to Exchange Rule 342, they must have appropriate
systems, procedures and controls for ensuring compliance with the above-referenced policies.

* * *

Regulatory questions regarding the above may be directed to:

Patrick Giraldi, Director, Market Surveillance, at (212) 656-6804, Daniel M. Labovitz, Managing Director,
Market Surveillance, at (212) 656-2081, or Douglas Witter, Senior Special Counsel, Market Surveillance, at
(212) 656-4875

System questions regarding the above may be directed to:

Valerie Schafer, Director, Trading Systems, at (212) 656-2516

___________________________

John F. Malitzis

Senior Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Pursuant to NYSE Rule 104.10(6)(i)(C), the specialist must similarly announce that he or she intends
to trade on parity, and give brokers a meaningful opportunity to object. Please note that NYSE Rule
104.10(6)(i)(C) applies only when a specialist is liquidating or decreasing a position. Brokers who
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object to the specialist trading on parity must state as such and must record such objection using the
procedures described in this memo in connection with NYSE Rule 108(a). Brokers are reminded that
where a customer has specifically requested that the specialist not be on parity with the customer's order
under NYSE Rule 104.10(6)(i)(C), such request is a condition of the order and must be documented
pursuant to NYSE Rule 123(g).

2  Upstairs firms must maintain records of customer disapprovals when such is provided.
3  At a minimum, Floor brokers should remind customers in their disclosure that they may, if they so

choose, instruct the Floor broker to object, either as a blanket instruction, or an instruction that applies to
one or more specific situations or transactions.
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August 3, 2007

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Listing of iShares S&P World Ex-US Property Index Fund

* * * REVISED * * *

(SEE IM 07-83)

The following iShares® exchange-traded fund (“ETF”) will be listed and begin trading on the NYSE, beginning
Friday, August 3, 2007:

Symbol
iShares® S&P World Ex-US Property Index Fund WPS

This Information Memo reviews the various rules and policies applicable to trading in shares (“Shares”) of the
Fund.

Background Information on the Fund

Barclays Global Fund Advisors is the investment advisor to the Fund. The Advisor is registered under the
Investment Advisers Act of 1940. SEI Investments Distribution Co. (SEI) is the principal underwriter and
distributor of Creation Unit Aggregations of iShares (as described below). State Street Bank and Trust
Company (SSBT) provides administrative, custodial and transfer agency services for the Fund.

The investment objective of the Fund will be to provide investment results that correspond generally to the
price and yield performance of the S&P/Citigroup BMI World Ex-U.S. Property Indextrade; (the “Underlying
Index”), which includes both U.S. and non-U.S. stocks. In seeking to achieve its investment objective, the
Fund will utilize “passive” indexing investment strategies. The Fund may fully replicate the Underlying Index,
but currently intends to use a “representative sampling” strategy to track the Underlying Index. A Fund
utilizing a representative sampling strategy generally will hold a basket of the Component Securities of its
Underlying Index, but it may not hold all of the Component Securities of its Underlying Index.

The Underlying Index is a free float-adjusted market capitalization weighted index that defines and measures
the investable universe of publicly traded property companies domiciled in developed countries outside of the
United States. As of the close of business on May 31, 2007, the Index was comprised of stocks of companies
in the following countries: Austria, Australia, Belgium, Canada, Denmark, Germany, Finland, France, Greece,
Hong Kong, Ireland, Italy, Japan, Luxembourg, Netherlands, New Zealand, Norway, Singapore, Spain,
Sweden, Switzerland and the United Kingdom. As of the close of business on May 31, 2007, the Underlying
Index had a total market capitalization of approximately $615 billion U.S. and consisted of 330 constituents.

Shares of the Fund will be issued on a continuous offering basis in groups of Shares, or multiples thereof.
These “groups” of shares are called “Creation Unit Aggregations.” The Fund will issue and redeem Shares
only in Creation Unit Aggregations of 100,000 Shares.

All orders to purchase Shares in Creation Unit Aggregations must be placed through an Authorized
Participant. An Authorized Participant must be either a “Participating Party”, i.e., a broker-dealer or other
participant in the clearing process through the National Securities Clearing Corporation Continuous Net
Settlement System, or a Depository Trust Company participant, and in each case, must enter into a
Participant Agreement. The Fund imposes a transaction fee in connection with the issuance and redemption
of Shares to offset transfer and other transaction costs.
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The NAV for the Fund will be calculated and disseminated daily. The Fund's NAV will be calculated by SSBT.
SSBT will disseminate the information to BGI, SEI and others, including the NYSE. The Fund's NAV will be
published in a number of places, including www.ishares.com and on the Consolidated Tape. In addition,
the Indicative Optimized Portfolio Value for the Fund (the estimated NAV of a Share) will be calculated and
disseminated at least every 15 seconds during regular Exchange trading hours.

For a more complete description of the Fund and the Underlying Index, visit www.ishares.com.

Principal Risks

Interested persons are referred to discussion in the Fund's prospectus of principal risks of an investment
in the Fund. These include tracking error risk (factors causing a Fund's performance to not match the
performance of the underlying index), market trading risk (for example, trading halts, trading above or
below net asset value), global real estate risk, repayment risk of real estate companies, stock market risk,
investment style risk, interest rate risk, investment approach risk, concentration risk, non-diversification risk,
issuer-specific risk, management risk, lack of market liquidity, lack of governmental insurance or guarantee,
and fiscal policy risk.

Hours of Trading

Trading in Shares of the Fund will be 9:30 a.m. until 4:15 p.m.

Exchange Rules Applicable to the Trading of ETFs

The rules applicable to ETFs are applicable to the Fund since the Fund falls within the definition of an
Investment Company Unit, as provided in Paragraph 703.16 of the Listed Company Manual and NYSE Rule
1100.

Application of Certain NYSE Rules to ETFs

Rule 104 - NYSE Rules 104.20 and 104.21 establish a capital requirement for specialists of $500,000
per ETF. A specialist unit registered only in an ETF would be subject to the $1,000,000 minimum capital
requirement of Rule 104.20.

In addition, Rule 104 governs specialist market making in ETFs. In particular, the rule permits specialists
to engage in “parity” transactions on direct destabilizing ticks without obtaining Floor Official approval. A
“parity” transaction in an ETF would be a trade to bring the security into line with the value of the securities
comprising the ETF, or the value of a futures contract on the index on which the ETF is based.

Rule 13 - NYSE Rule 13.30 provides that stop and stop limit orders in an Investment Company Unit shall be
elected by a quotation, but specifies that if the electing bid on an offer is more than 0.10 point away from the
last sale and is for the specialist's dealer account, prior Floor Official approval is required for the election to be
effective. This rule applies to Investment Company Units generally.

Rule 36.30 - NYSE Rule 36.30 governs the establishment of telephone or electronic communications
between the NYSE's trading floor and any other location. Rule 36 provides that a specialist registered in an
ETF may use a telephone or order entry terminal to enter an order in the ETF itself, in a component security
of the ETF, or in an options or futures contract related to the ETF. In addition, the specialist may use a post
telephone to obtain market information with respect to such ETFs, options, futures, or component securities.
The text of Rule 36 makes clear that if an order in a component security of such ETF is to be executed on the
NYSE, the order must be entered in compliance with NYSE Rule 112(c) and SEC Rule 11a2-2(T) (described
below), and must be entered only for the purpose of hedging a position in the ETF.

The specialist may not use the post wire to call a specialist on the NYSE registered in a component stock
of the ETF to enter an order, nor may the specialist use a SuperDOT terminal to send an order directly via
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SuperDOT to another specialist. The specialist registered in an ETF is not registered in the component
stocks, and therefore is not permitted to initiate an “on Floor” order in such a stock.

NYSE members, including specialists, are permitted to enter an “off-Floor” order. NYSE Rule 112(c) codifies
the principle that a member may use a “communication facility” on the Floor of the NYSE to call an off-Floor
location and enter a proprietary order. The order is deemed to be an “off-Floor” order (i.e., not an order
initiated on the Floor, referred to as an “on Floor” order), provided the order is routed through a clearing firm's
order room off the Floor, and is transmitted to the Floor for execution by an unaffiliated member. This latter
provision is consistent with SEC Rule 11a2-2(T), which permits executions of off-floor member proprietary
orders by unaffiliated members. These rules do not impose restrictions on the types of orders which may
be executed pursuant to the exemptive relief provided. Under Rule 36.30, any orders in a component stock
of an ETF entered for execution on the NYSE from the specialist's post, either by telephone or by means
of a SuperDOT terminal, would have to be routed through a clearing firm's order room off the Floor and
transmitted back to the Floor for execution without the specialist in the ETF interacting with the order or
participating in the execution in any way.

Rule 123C - Market-on-Close/ Limit-At-The-Close Orders - Orders in ETFs are not subject to the NYSE's Rule
123C Market-On-Close (“MOC”)/Limit-at-the-Close (“LOC”) procedures concerning order entry limitations,
cancellation of orders during a regulatory halt, imbalance publications, and any other limitations or procedures
with respect to MOC/LOC procedures. A MOC/LOC order in an ETF can be entered at any time without
regard to the limitations of Rule 123C. In addition, the closing price of an ETF will not be subject to publication
of imbalances under Rule 123C.

Rule 123D- Pre-Opening Price Indications Policy - Similarly, the NYSE's policies regarding mandatory
dissemination of pre-opening price indications in the case of significant order imbalances and potentially large
price dislocation from the prior close do not apply to ETFs.

Both the MOC/LOC procedures and the mandatory pre-opening price indications policy are intended to
solicit offsetting contra side interest to minimize price dislocation. This rationale does not apply in the case of
ETFs, which are derivatively priced in relation to, among other things, the values of the underlying component
securities, regardless of the extent of an order imbalance.

Rule 105(m) - NYSE Rule 105(m), which prohibits affiliates of specialist units from acting as a primary
market maker in the option on a specialty security, permits such activity with respect to options on a Fund
for affiliates of specialists that have Rule 98 approved procedures in place. The Exchange believes that, as
ETFs are derivatively priced, the conflicts of interest with respect to market making in both the underlying
security and its corresponding option are minimized in this case. The Exchange will also permit a NYSE Rule
98 affiliate of the ETF specialist to act in a market making capacity (but not as a specialist) in the ETF itself on
another market center.

Rule 98 - NYSE Rule 98 provides that affiliates of a specialist organization can receive an exemption from
certain rules applicable to specialists (principally impacting proprietary trading and investment banking),
provided they establish a system of information barriers between themselves and the affiliated specialist. One
of the conditions for the Rule 98 exemption is that the specialist organization be capitalized separate and
apart from any affiliate. The Exchange has deleted this requirement in the case of a specialist organization
that is registered only in ETFs. The Exchange believes that the separate capitalization requirement is not
required in such case, and that the question of adequacy of capital can be appropriately addressed by the
special allocation committee which will allocate the ETF. However, a specialist organization that is registered
only in ETFs will remain subject to the minimum capital requirements specified in Rule 104.20.

Exemptive, Interpretive and No-Action Relief Under Federal Securities Regulations and NYSE Rules

The Securities and Exchange Commission (“SEC”) has issued exemptive, interpretive and no-action relief
from certain provisions of and rules under the Act applicable to trading in the above-mentioned Fund.
Members and member organizations are referred to the SEC Letter dated October 24, 2006 from James
Brigagliano, Associate Director, SEC Division of Market Regulation, to Stuart M. Strauss, Clifford, Chance
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(Class Action Relief for Exchange Traded Index Funds). A description of the SEC's exemptive relief follows;
however, in the event of any discrepancy between this description and the SEC Letter, the text of the SEC
Letter controls.

Regulation M Exemptions - Generally, Rules 101 and 102 of Regulation M prohibit any “distribution
participant” and its “affiliated purchasers” from bidding for, purchasing, or attempting to induce any person
to bid for or purchase any security which is the subject of a distribution until after the applicable restricted
period, except as specifically permitted in Regulation M. The provisions of the Rules apply to underwriters,
prospective underwriters, brokers, dealers, and other persons who have agreed to participate or are
participating in a distribution of securities.

The SEC has granted an exemption from Rule 101 under Regulation M to permit persons participating
in a distribution of shares of the above-mentioned Fund to engage in secondary market transactions in
such shares during their participation in such a distribution. In addition, the SEC has granted relief under
Regulation M to permit persons who may be deemed to be participating in the distribution of shares of the
above-mentioned Fund (i) to purchase securities for the purpose of purchasing Creation Unit Aggregations of
Fund shares and to (ii) tender securities for redemption in Creation Unit Aggregations. Further, the SEC has
clarified that the tender of Fund shares to the Fund for redemption does not constitute a bid for or purchase
of the Fund's securities during the restricted period of Rule 101. The SEC has also granted an exemption
pursuant to paragraph (e) of Rule 102 under Regulation M to allow the redemption of Fund shares in Creation
Unit Aggregations during the continuous offering of shares.

Customer Confirmations for Creation or Redemption of Fund Shares (SEC Rule 10b-10) - Broker-dealers
who handle purchases or redemptions of Fund shares in Creation Unit size for customers will be permitted to
provide such customers with a statement of the number of Creation Unit Aggregations created or redeemed
without providing a statement of the identity, number and price of shares of the individual securities tendered
to the Fund for purposes of purchasing Creation Unit Aggregations (“Deposit Securities”) or the identity,
number and price of shares to be delivered by the Trust to the redeeming holder (“Redemption Securities”).
The composition of the securities required to be tendered to the Fund for creation purposes and of the
securities to be delivered on redemption will be disseminated each business day and will be applicable to
requests for creations or redemption, as the case may be, on that day. This exemptive relief under Rule
10b-10 with respect to creations and redemptions is subject to the following conditions:

(1) Confirmations to customers engaging in creations or redemptions must state that all information
required by Rule 10b-10 will be provided upon request;

(2) Any such request by a customer for information required by Rule 10b-10 will be filed in a timely
manner, in accordance with Rule 10b-10(c);

(3) Except for the identity, number and price of shares of the component securities of the Deposit
Securities and Redemption Securities, as described above, confirmations to customers must disclose
all other information required by Rule 10b-10(a).

SEC Rule 14e-5 - An exemption from Rule 14e-5 has been granted to permit any person acting as a dealer-
manager of a tender offer for a component security of the Fund to (1) redeem Fund shares in Creation Unit
Aggregations from the issuer that may include a security subject to such tender offer and (2) to purchase
Fund shares during such tender offer. In addition, a no-action position has been taken under Rule 14e-5 if a
broker-dealer acting as a dealer-manager of a tender offer for a security of the Fund purchases or arranges
to purchase such securities in the secondary market for the purpose of tendering such securities to purchase
one or more Creation Unit Aggregations of shares, if made in conformance with the following:

(i) such bids or purchases are effected in the ordinary course of business, in connection with a basket
of 20 or more securities in which any security that is the subject of a distribution, or any reference
security, does not comprise more than 5% of the value of the basket purchased; or
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(ii) purchases are effected as adjustments to such basket in the ordinary course of business as a result
of a change in the composition of the underlying index; and

(iii) such bids or purchases are not effected for the purpose of facilitating such tender offer.

Section 11(d)(1); SEC Rules 11d1-1 and 11d1-2 - Section 11(d)(1) of the Act generally prohibits a person
who is both a broker and a dealer from effecting any transaction in which the broker-dealer extends credit
to a customer on any security which was part of a new issue in the distribution of which he participated as
a member of a selling syndicate or group within thirty days prior to such transaction. The SEC has clarified
that Section 11(d)(1) does not apply to broker-dealers that are not Authorized Participants (and, therefore, do
not create Creation Unit Aggregations) that engage in both proprietary and customer transactions in shares
of the Fund in the secondary market, and for broker-dealer Authorized Participants that engage in creations
of Creation Unit Aggregations. This relief is subject to specific conditions, including the condition that such
broker-dealer (whether or not an Authorized Participant) does not, directly or indirectly, receive from the fund
complex any payment, compensation or other economic incentive to promote or sell the shares of the ETF to
persons outside the fund complex, other than non-cash compensation permitted under NASD Rule 2830 (I)(5)
(A), (B) or (C). See letter dated November 21, 2005 from Catherine McGuire, Chief Counsel, SEC Division of
Market Regulation, to Securities Industry Association, Derivative Products Committee. The Commission has
also taken a no-action position under Section 11(d)(1) of the Act that broker-dealers may treat shares of the
Fund, for purposes of Rule 11d1-2, as “securities issued by a registered open-end investment company as
defined in the Investment Company Act” and thereby extend credit or maintain or arrange for the extension
or maintenance of credit on shares that have been owned by the persons to whom credit is provided for more
than 30 days, in reliance on the exemption contained in the rule.

SEC Rule 15c1-5 and 15c1-6 - The SEC has taken a no-action position with respect to Rule 15c1-5 and
Rule 15c1-6 as to the required disclosure of control by a broker or dealer with respect to creations and
redemptions of Fund shares and secondary market transactions therein.

Other Matters

Due Diligence - Pursuant to NYSE Rule 405, before a member, member organization, allied member or
employee thereof undertakes to recommend a transaction in ETF shares, such person must exercise due
diligence to learn the essential facts relative to the customer. If any recommendation is made with respect
to such shares, the person making the recommendation should have a reasonable basis for believing, at
the time of making the recommendation, that the customer has such knowledge and experience in financial
matters that he or she may reasonably be expected to be capable of evaluating the risks and any special
characteristics of the recommended transaction, and is financially able to bear the risks of the recommended
transaction. Before a member, member organization or employee thereof recommends a transaction in the
Fund, a determination must be made that the recommendation is in compliance with all applicable Federal
and Exchange rules and regulations, including due diligence obligations under Exchange Rule 405.

Certain Specialist Transactions in ETFs - NYSE Rule 460.10 generally precludes certain business
relationships between an issuer and the specialist in the issuer's securities. Exceptions in the rule, however,
permit specialists in ETF shares to enter into Creation Unit transactions through the Distributor to facilitate
the maintenance of a fair and orderly market. Even so, a specialist Creation Unit transaction may only be
effected on the same terms and conditions as any other investor, and only at the net asset value of the ETF
shares. In addition, a specialist may acquire a position in excess of 10% of the outstanding issue of the ETF
shares. Specialists registered in a security issued by an investment company may purchase and redeem
the investment company unit, or securities that can be subdivided or converted into such unit, from the
investment company as appropriate to facilitate the maintenance of a fair and orderly market in the subject
security.

Trading Halts - In order to halt the trading of an ETF, the Exchange may consider, among other things, factors
such as the extent to which trading is not occurring in the underlying securities and whether other unusual
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conditions or circumstances detrimental to the maintenance of a fair and orderly market are present. In
addition, trading in Fund shares is subject to trading halts caused by extraordinary market volatility pursuant
to NYSE Rule 80B. If the end-of-day Index value or IOPV applicable to a Fund is not being disseminated as
required, the Exchange may halt trading during the day in which the interruption to the dissemination of the
Index value or IOPV occurs. If the interruption to the dissemination of the Index value or IOPV persists past
the trading day in which it occurred, the Exchange will halt trading no later than the beginning of the trading
day following the interruption.

Prospectus Delivery - Exchange members and member organizations should be mindful of applicable
prospectus delivery requirements under the federal securities laws with respect to transactions in the Fund.
In this regard, the Exchange notes that NYSE Rule 1100(b) provides for delivery of written descriptions to
customers of Funds that have received an exemption from Section 24(d) of the Investment Company Act. At
present, a written product description is not available for the Fund. Members and member organizations are
advised that delivery of a prospectus in lieu of a written description would satisfy the requirements of Rule
1100(b).

Purchases and Redemptions in Creation Unit Size - Exchange members and member organizations are
hereby informed that procedures for purchases and redemptions of Shares in Creation Unit Size are
described in the Fund's prospectus and Statement of Additional Information, and that Shares are not
individually redeemable but are redeemable only in Creation Unit Size aggregations or multiples thereof.

Surveillance - All Exchange surveillances applicable to trading of equities on the Exchange will apply to
trading in the Shares of the Fund.

Questions concerning the matters discussed in this Memorandum may be addressed as follows:

General Questions on ETFs:

Michael Cavalier, Office of the General Counsel — (212) 656-2474

Questions on Due Diligence:

Stephen A. Kasprzak, Member Firm Regulation — (212) 656-5226

Questions on Exchange Rules:

Daniel M. Labovitz, Market Surveillance — (212) 656-2081

___________________________

John F. Malitzis

Senior Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 07-84

Click to open document in a browser

August 2, 2007

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, OPERATIONS, TECHNOLOGY,
COMPLIANCE AND LEGAL DEPARTMENTS

TO: ALL NYSE MEMBER ORGANIZATIONS

SUBJECT: EXTENSION OF TEMPORARY RELIEF FROM SUBSECTION (f) OF NYSE RULE 409
(“STATEMENTS OF ACCOUNTS TO CUSTOMERS”)

Introduction

On March 20, 2007, NYSE Information Memo No. 07-28 granted temporary relief, until September 30, 2007,
from the application of NYSE Rule 409(f). This relief is hereby extended to January 1, 2008.

Background

NYSE Rule 409(f) requires that confirmations of all transactions (including those made “over-the-counter”
and on other exchanges) in securities admitted to dealings on the NYSE, sent by member organizations
to their customers, shall indicate the settlement date of the transaction and the name of the securities
market on which the transaction was effected. This requirement also applies to confirmations or reports
from an organization to a correspondent, but does not apply to reports made by floor brokers to the member

organization from whom the orders were received. 1 

With the adoption of Regulation NMS (“Reg NMS”), an increasing number of orders routed to a given market
for execution are rerouted to other markets which at that time display a better quotation. This process,

required under the Reg NMS Order Protection Rule, 2   may often lead to relatively small orders receiving
executions in multiple market centers. This has created an operational challenge for member organizations to
capture the name of the market of execution on a timely basis for inclusion on the transaction confirmation.

As a result of these challenges, and given that Reg NMS requires member organizations to comply with their
“best execution” obligations to exercise diligence to obtain the best price when routing customer trades for
execution, the relief from the application of Rule 409(f) granted by Information Memo No. 07-28 is extended
until January 1, 2008. During this interim period, FINRA will continue to reassess the utility of Rule 409(f) in
the current regulatory environment.

Questions regarding this Information Memo may be directed to your Finance Coordinator.

___________________________

Richard Ketchum

Chief Executive Officer

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See also, SEA Rule 10b-10.
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2  See Rule 611 under Reg NMS, 17 CFR 242.611. The Order Protection Rule requires all market
participants, including broker-dealers that execute, route, or otherwise trade equity securities, to
establish, maintain, and enforce written policies and procedures reasonably designed to protect against
"trade-throughs" of protected quotations in Reg NMS stocks.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 07-83

Click to open document in a browser

August 02, 2007

   NYSE Regulation

Market Surveillance

NYSE Regulation, Inc. | 11 Wall Street

New York, NY 10005

nyse.com

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Listing of iShares S&P World Ex-US Property Index Fund

The following iShares® exchange-traded fund (“ETF”) will be listed and begin trading on the NYSE, beginning
Friday, August 3,2007:

Symbol
iShares® S&P World Ex-US
Property Index Fund WPS

This Information Memo reviews the various rules and policies applicable to trading in shares (“Shares”) of the
Fund.

Background Information on the Fund

Barclays Global Fund Advisors is the investment advisor to the Fund. The Advisor is registered under the
Investment Advisers Act of 1940. SEI Investments Distribution Co. (SEI) is the principal underwriter and
distributor of Creation Unit Aggregations of iShares (as described below). State Street Bank and Trust
Company (SSBT) provides administrative, custodial and transfer agency services for the Fund.

The investment objective of the Fund will be to provide investment results that correspond generally to the
price and yield performance of the S&P/Citigroup BMI World Ex-U.S. Property Index (the “Underlying Index”),
which includes both U.S. and non-U.S. stocks. In seeking to achieve its investment objective, the Fund
will utilize “passive” indexing investment strategies. The Fund may fully replicate the Underlying Index, but
currently intends to use a “representative sampling” strategy to track the Underlying Index. A Fund utilizing a
representative sampling strategy generally will hold a basket of the Component Securities of its Underlying
Index, but it may not hold all of the Component Securities of its Underlying Index.

The iShares S&P World ex-US Property Index Fund seeks investment results that correspond generally
to the price and yield performance, before fees and expenses, of the S&P World ex-US Property Index
(“Underlying Index”). The Index is a free float-adjusted market capitalization weighted index that defines and
measures the investable universe of publicly traded property companies domiciled in developed countries
outside of the United States. As of the close of business on December 29, 2006, the Index was comprised
of stocks of companies in the following countries: Austria, Australia, Belgium, Canada, Denmark, Germany,
Finland, France, Greece, Hong Kong, Ireland, Italy, Japan, Luxembourg, Netherlands, New Zealand, Norway,
Singapore, Spain, Sweden, Switzerland and the United Kingdom. As of the close of business on December
29, 2006, the Underlying Index had a total market capitalization of approximately $561 billion U.S. and
consisted of 335 constituents
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Shares of the Fund will be issued on a continuous offering basis in groups of Shares, or multiples thereof.
These “groups” of shares are called “Creation Unit Aggregations.” The Fund will issue and redeem Shares
only in Creation Unit Aggregations of 50,000 Shares.

All orders to purchase Shares in Creation Unit Aggregations must be placed through an Authorized
Participant. An Authorized Participant must be either a “Participating Party”, i.e., a broker-dealer or other
participant in the clearing process through the National Securities Clearing Corporation Continuous Net
Settlement System, or a Depository Trust Company participant, and in each case, must enter into a
Participant Agreement. The Fund imposes a transaction fee in connection with the issuance and redemption
of Shares to offset transfer and other transaction costs.

The NAV for the Fund will be calculated and disseminated daily. The Fund's NAV will be calculated by SSBT.
SSBT will disseminate the information to BGI, SEI and others, including the NYSE. The Fund's NAV will be
published in a number of places, including www.ishares.com and on the Consolidated Tape. In addition,
the Indicative Optimized Portfolio Value for the Fund (the estimated NAV of a Share) will be calculated and
disseminated at least every 15 seconds during regular Exchange trading hours.

For a more complete description of the Fund and the Underlying Index, visit www.ishares.com.

Principal Risks

Interested persons are referred to discussion in the Fund's prospectus of principal risks of an investment
in the Fund. These include tracking error risk (factors causing a Fund's performance to not match the
performance of the underlying index), market trading risk (for example, trading halts, trading above or
below net asset value), global real estate risk, repayment risk of real estate companies, stock market risk,
investment style risk, interest rate risk, investment approach risk, concentration risk, non-diversification risk,
issuer-specific risk, management risk, lack of market liquidity, lack of governmental insurance or guarantee,
and fiscal policy risk.

Hours of Trading

Trading in Shares of the Fund will be 9:30 a.m. until 4:15 p.m.

Exchange Rules Applicable to the Trading of ETFs

The rules applicable to ETFs are applicable to the Fund since the Fund falls within the definition of an
Investment Company Unit, as provided in Paragraph 703.16 of the Listed Company Manual and NYSE Rule
1100.

Application of Certain NYSE Rules to ETFs

Rule 104 - NYSE Rules 104.20 and 104.21 establish a capital requirement for specialists of $500,000
per ETF. A specialist unit registered only in an ETF would be subject to the $1,000,000 minimum capital
requirement of Rule 104.20.

In addition, Rule 104 governs specialist market making in ETFs. In particular, the rule permits specialists
to engage in “parity” transactions on direct destabilizing ticks without obtaining Floor Official approval. A
“parity” transaction in an ETF would be a trade to bring the security into line with the value of the securities
comprising the ETF, or the value of a futures contract on the index on which the ETF is based.

Rule 13 - NYSE Rule 13.30 provides that stop and stop limit orders in an Investment Company Unit shall be
elected by a quotation, but specifies that if the electing bid on an offer is more than 0.10 point away from the
last sale and is for the specialist's dealer account, prior Floor Official approval is required for the election to be
effective. This rule applies to Investment Company Units generally.

Rule 36.30 - NYSE Rule 36.30 governs the establishment of telephone or electronic communications
between the NYSE's trading floor and any other location. Rule 36 provides that a specialist registered in an
ETF may use a telephone or order entry terminal to enter an order in the ETF itself, in a component security
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of the ETF, or in an options or futures contract related to the ETF. In addition, the specialist may use a post
telephone to obtain market information with respect to such ETFs, options, futures, or component securities.
The text of Rule 36 makes clear that if an order in a component security of such ETF is to be executed on the
NYSE, the order must be entered in compliance with NYSE Rule 112(c) and SEC Rule 11a2-2(T) (described
below), and must be entered only for the purpose of hedging a position in the ETF.

The specialist may not use the post wire to call a specialist on the NYSE registered in a component stock
of the ETF to enter an order, nor may the specialist use a SuperDOT terminal to send an order directly via
SuperDOT to another specialist. The specialist registered in an ETF is not registered in the component
stocks, and therefore is not permitted to initiate an “on Floor” order in such a stock.

NYSE members, including specialists, are permitted to enter an “off-Floor” order. NYSE Rule 112(c) codifies
the principle that a member may use a “communication facility” on the Floor of the NYSE to call an off-Floor
location and enter a proprietary order. The order is deemed to be an “off-Floor” order (i.e., not an order
initiated on the Floor, referred to as an “on Floor” order), provided the order is routed through a clearing firm's
order room off the Floor, and is transmitted to the Floor for execution by an unaffiliated member. This latter
provision is consistent with SEC Rule 11a2-2(T), which permits executions of off-floor member proprietary
orders by unaffiliated members. These rules do not impose restrictions on the types of orders which may
be executed pursuant to the exemptive relief provided. Under Rule 36.30, any orders in a component stock
of an ETF entered for execution on the NYSE from the specialist's post, either by telephone or by means
of a SuperDOT terminal, would have to be routed through a clearing firm's order room off the Floor and
transmitted back to the Floor for execution without the specialist in the ETF interacting with the order or
participating in the execution in any way.

Rule 123C - Market-on-Close/Limit-At-The-Close Orders

Orders in ETFs are not subject to the NYSE's Rule 123C Market-On-Close (“MOC”)/Limit-at-the-Close
(“LOC”) procedures concerning order entry limitations, cancellation of orders during a regulatory halt,
imbalance publications, and any other limitations or procedures with respect to MOC/LOC procedures. A
MOC/LOC order in an ETF can be entered at any time without regard to the limitations of Rule 123C. In
addition, the closing price of an ETF will not be subject to publication of imbalances under Rule 123C.

Rule 123D- Pre-Opening Price Indications Policy

Similarly, the NYSE's policies regarding mandatory dissemination of pre-opening price indications in the case
of significant order imbalances and potentially large price dislocation from the prior close do not apply to
ETFs.

Both the MOC/LOC procedures and the mandatory pre-opening price indications policy are intended to
solicit offsetting contra side interest to minimize price dislocation. This rationale does not apply in the case of
ETFs, which are derivatively priced in relation to, among other things, the values of the underlying component
securities, regardless of the extent of an order imbalance.

Rule 105(m) - NYSE Rule 105(m), which prohibits affiliates of specialist units from acting as a primary
market maker in the option on a specialty security, permits such activity with respect to options on a Fund
for affiliates of specialists that have Rule 98 approved procedures in place. The Exchange believes that, as
ETFs are derivatively priced, the conflicts of interest with respect to market making in both the underlying
security and its corresponding option are minimized in this case. The Exchange will also permit a NYSE Rule
98 affiliate of the ETF specialist to act in a market making capacity (but not as a specialist) in the ETF itself on
another market center.

Rule 98 - NYSE Rule 98 provides that affiliates of a specialist organization can receive an exemption from
certain rules applicable to specialists (principally impacting proprietary trading and investment banking),
provided they establish a system of information barriers between themselves and the affiliated specialist. One
of the conditions for the Rule 98 exemption is that the specialist organization be capitalized separate and
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apart from any affiliate. The Exchange has deleted this requirement in the case of a specialist organization
that is registered only in ETFs. The Exchange believes that the separate capitalization requirement is not
required in such case, and that the question of adequacy of capital can be appropriately addressed by the
special allocation committee which will allocate the ETF. However, a specialist organization that is registered
only in ETFs will remain subject to the minimum capital requirements specified in Rule 104.20.

Exemptive, Interpretive and No-Action Relief Under Federal Securities Regulations and NYSE Rules

The Securities and Exchange Commission (“SEC”) has issued exemptive, interpretive and noaction relief
from certain provisions of and rules under the Act applicable to trading in the abovementioned Fund.
Members and member organizations are referred to the SEC Letter dated October 24, 2006 from James
Brigagliano, Associate Director, SEC Division of Market Regulation, to Stuart M. Strauss, Clifford, Chance
(Class Action Relief for Exchange Traded Index Funds). A description of the SEC's exemptive relief follows;
however, in the event of any discrepancy between this description and the SEC Letter, the text of the SEC
Letter controls.

Regulation M Exemptions - Generally, Rules 101 and 102 of Regulation M prohibit any “distribution
participant” and its “affiliated purchasers” from bidding for, purchasing, or attempting to induce any person
to bid for or purchase any security which is the subject of a distribution until after the applicable restricted
period, except as specifically permitted in Regulation M. The provisions of the Rules apply to underwriters,
prospective underwriters, brokers, dealers, and other persons who have agreed to participate or are
participating in a distribution of securities.

The SEC has granted an exemption from Rule 101 under Regulation M to permit persons participating
in a distribution of shares of the above-mentioned Fund to engage in secondary market transactions in
such shares during their participation in such a distribution. In addition, the SEC has granted relief under
Regulation M to permit persons who may be deemed to be participating in the distribution of shares of the
above-mentioned Fund (i) to purchase securities for the purpose of purchasing Creation Unit Aggregations of
Fund shares and to (ii) tender securities for redemption in Creation Unit Aggregations. Further, the SEC has
clarified that the tender of Fund shares to the Fund for redemption does not constitute a bid for or purchase
of the Fund's securities during the restricted period of Rule 101. The SEC has also granted an exemption
pursuant to paragraph (e) of Rule 102 under Regulation M to allow the redemption of Fund shares in Creation
Unit Aggregations during the continuous offering of shares.

Customer Confirmations for Creation or Redemption of Fund Shares (SEC Rule 10b-10) - Broker-dealers
who handle purchases or redemptions of Fund shares in Creation Unit size for customers will be permitted to
provide such customers with a statement of the number of Creation Unit Aggregations created or redeemed
without providing a statement of the identity, number and price of shares of the individual securities tendered
to the Fund for purposes of purchasing Creation Unit Aggregations (“Deposit Securities”) or the identity,
number and price of shares to be delivered by the Trust to the redeeming holder (“Redemption Securities”).
The composition of the securities required to be tendered to the Fund for creation purposes and of the
securities to be delivered on redemption will be disseminated each business day and will be applicable to
requests for creations or redemption, as the case may be, on that day. This exemptive relief under Rule
10b-10 with respect to creations and redemptions is subject to the following conditions:

(1) Confirmations to customers engaging in creations or redemptions must state that all information
required by Rule 10b-10 will be provided upon request;

(2) Any such request by a customer for information required by Rule 10b-10 will be filed in a timely
manner, in accordance with Rule 10b-10(c);

(3) Except for the identity, number and price of shares of the component securities of the Deposit
Securities and Redemption Securities, as described above, confirmations to customers must disclose
all other information required by Rule 10b-10(a).
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SEC Rule 14e-5 -An exemption from Rule 14e-5 has been granted to permit any person acting as a dealer-
manager of a tender offer for a component security of the Fund to (1) redeem Fund shares in Creation Unit
Aggregations from the issuer that may include a security subject to such tender offer and (2) to purchase
Fund shares during such tender offer. In addition, a no-action position has been taken under Rule 14e-5 if a
broker-dealer acting as a dealer-manager of a tender offer for a security of the Fund purchases or arranges
to purchase such securities in the secondary market for the purpose of tendering such securities to purchase
one or more Creation Unit Aggregations of shares, if made in conformance with the following:

(i) such bids or purchases are effected in the ordinary course of business, in connection with a basket
of 20 or more securities in which any security that is the subject of a distribution, or any reference
security, does not comprise more than 5% of the value of the basket purchased; or

(ii) purchases are effected as adjustments to such basket in the ordinary course of business as a result
of a change in the composition of the underlying index; and

(iii) such bids or purchases are not effected for the purpose of facilitating such tender offer.

Section 11(d)(1); SEC Rules 11d1-1 and 11d1-2 - Section 11(d)(1) of the Act generally prohibits a person
who is both a broker and a dealer from effecting any transaction in which the brokerdealer extends credit
to a customer on any security which was part of a new issue in the distribution of which he participated as
a member of a selling syndicate or group within thirty days prior to such transaction. The SEC has clarified
that Section 11(d)(1) does not apply to broker-dealers that are not Authorized Participants (and, therefore, do
not create Creation Unit Aggregations) that engage in both proprietary and customer transactions in shares
of the Fund in the secondary market, and for broker-dealer Authorized Participants that engage in creations
of Creation Unit Aggregations. This relief is subject to specific conditions, including the condition that such
broker-dealer (whether or not an Authorized Participant) does not, directly or indirectly, receive from the fund
complex any payment, compensation or other economic incentive to promote or sell the shares of the ETF to
persons outside the fund complex, other than non-cash compensation permitted under NASD Rule 2830 (I)
(5)(A), (B) or (C). See letter dated November 21, 2005 from Catherine McGuire, Chief Counsel, SEC Division
of Market Regulation, to Securities Industry Association, Derivative Products Committee. The Commission
has also taken a no-action position under Section 11(d)(1) of the Act that brokerdealers may treat shares of
the Fund, for purposes of Rule 11d1-2, as “securities issued by a registered open-end investment company
as defined in the Investment Company Act” and thereby extend credit or maintain or arrange for the extension
or maintenance of credit on shares that have been owned by the persons to whom credit is provided for more
than 30 days, in reliance on the exemption contained in the rule.

SEC Rule 15c1-5 and 15c1-6 - The SEC has taken a no-action position with respect to Rule 15c1-5 and
Rule 15c1-6 as to the required disclosure of control by a broker or dealer with respect to creations and
redemptions of Fund shares and secondary market transactions therein.

Other Matters

Due Diligence - Pursuant to NYSE Rule 405, before a member, member organization, allied member or
employee thereof undertakes to recommend a transaction in ETF shares, such person must exercise due
diligence to learn the essential facts relative to the customer. If any recommendation is made with respect
to such shares, the person making the recommendation should have a reasonable basis for believing, at
the time of making the recommendation, that the customer has such knowledge and experience in financial
matters that he or she may reasonably be expected to be capable of evaluating the risks and any special
characteristics of the recommended transaction, and is financially able to bear the risks of the recommended
transaction. Before a member, member organization or employee thereof recommends a transaction in the
Fund, a determination must be made that the recommendation is in compliance with all applicable Federal
and Exchange rules and regulations, including due diligence obligations under Exchange Rule 405.

Certain Specialist Transactions in ETFs - NYSE Rule 460.10 generally precludes certain business
relationships between an issuer and the specialist in the issuer's securities. Exceptions in the rule, however,
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permit specialists in ETF shares to enter into Creation Unit transactions through the Distributor to facilitate
the maintenance of a fair and orderly market. Even so, a specialist Creation Unit transaction may only be
effected on the same terms and conditions as any other investor, and only at the net asset value of the ETF
shares. In addition, a specialist may acquire a position in excess of 10% of the outstanding issue of the ETF
shares. Specialists registered in a security issued by an investment company may purchase and redeem
the investment company unit, or securities that can be subdivided or converted into such unit, from the
investment company as appropriate to facilitate the maintenance of a fair and orderly market in the subject
security.

Trading Halts - In order to halt the trading of an ETF, the Exchange may consider, among other things, factors
such as the extent to which trading is not occurring in the underlying securities and whether other unusual
conditions or circumstances detrimental to the maintenance of a fair and orderly market are present. In
addition, trading in Fund shares is subject to trading halts caused by extraordinary market volatility pursuant
to NYSE Rule 80B. If the end-of-day Index value or IOPV applicable to a Fund is not being disseminated as
required, the Exchange may halt trading during the day in which the interruption to the dissemination of the
Index value or IOPV occurs. If the interruption to the dissemination of the Index value or IOPV persists past
the trading day in which it occurred, the Exchange will halt trading no later than the beginning of the trading
day following the interruption.

Prospectus Delivery - Exchange members and member organizations should be mindful of applicable
prospectus delivery requirements under the federal securities laws with respect to transactions in the Fund.
In this regard, the Exchange notes that NYSE Rule 1100(b) provides for delivery of written descriptions to
customers of Funds that have received an exemption from Section 24(d) of the Investment Company Act. At
present, a written product description is not available for the Fund. Members and member organizations are
advised that delivery of a prospectus in lieu of a written description would satisfy the requirements of Rule
1100(b).

Purchases and Redemptions in Creation Unit Size - Exchange members and member organizations are
hereby informed that procedures for purchases and redemptions of Shares in Creation Unit Size are
described in the Fund's prospectus and Statement of Additional Information, and that Shares are not
individually redeemable but are redeemable only in Creation Unit Size aggregations or multiples thereof.

Surveillance. All Exchange surveillances applicable to trading of equities on the Exchange will apply to trading
in the Shares of the Fund.

Questions concerning the matters discussed in this Memorandum may be addressed as follows:

General Questions on ETFs:

Michael Cavalier (212) 656-2474 (Office of the General Counsel)

Questions on:

Due Diligence Stephen A. Kasprzak (Member Firm Regulation) (212) 656-5226

Exchange Rules Daniel M. Labovitz (Market Surveillance) (212) 656-2081

John F. Malitzis

Senior Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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   NYSE Regulation

Market Surveillance

NYSE Regulation, Inc. | 11 Wall Street

New York, NY 10005

nyse.com

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Trading of the AB Svensk Exportkredit ELEMENTSSM Linked to the SPECTRUM Large Cap U.S.
Sector Momentum Index developed by BNP Paribas due 2022

Trading in a new product, the ELEMENTS SM Linked to the SPECTRUM Large Cap U.S. Sector Momentum
Index developed by BNP Paribas due 2022 (symbol: EEH) (the “Notes”) linked to the performance of the
SPECTRUM Large Cap U.S. Sector Momentum Index developed by BNP Paribas (also referred to as the
S&P Custom/BNP Paribas — SPECTRUM US Sector Momentum Index TM) (the “Index”) issued by AB
Svensk Exportkredit (Swedish Export Credit Corporation) (“SEK”), will begin on the NYSE on August 2, 2007.

The purpose of this memorandum is to outline various rules and policies that will be applicable to trading in
this new product, including certain exemptive, interpretive and no-action positions taken by the Securities and
Exchange Commission (“SEC”), as well as to highlight the characteristics and risk of the Notes. For a more
complete description of the Notes, consult the prospectus used in connection with the offering of the Notes
(“Prospectus”).

Description of the Notes

The Notes are linked to the performance of the Index. The Index tracks the value of a notional portfolio
composed of the ten sub-indices of the S&P 500 Index. The level of the Index is based on the relative weights
of the sub-indices within the Index; such weights are monitored and may be rebalanced daily based on
a momentum strategy. According to this momentum strategy, the weights of sub-indices that outperform
the S&P 500 Total Return Index (the “SPTR”) are increased in the Index, while the weights of sub-indices
that underperform are reduced. The weights are then modified to account for the correlation between each
sub-index and the SPTR. The Index is designed to take advantage of the disparate performance of the
sub-indices relative to each other and to the SPTR. The Index is a proprietary index of BNP Paribas and
is calculated and published by Standard & Poor's (“S&P”) and published on Bloomberg under the symbol
SPBNPSP.

The Notes will be issued with a face amount of $25. The Notes are not principal protected. The Notes may be
offered for repurchase to Merrill Lynch, Pierce, Fenner & Smith Incorporated (“MLPF&S”) in whole or in part
on a weekly basis beginning 90 days after the inception date. The Notes may be redeemed only in principal
amounts of $5,000,000 or more of the securities.
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The Notes will pay an amount in cash, if any, on the stated maturity date, equal to the principal amount of the
Securities times the index factor on the final valuation date times the fee factor on the final valuation date.
The index factor on any given day, other than the final valuation date, will be equal to the closing value of
the applicable index on that day divided by the initial index level. The index factor on the final valuation date
will equal the average of the closing values of the Index for the five trading days prior to and including the
final valuation date divided by the initial index level. The initial index level is the closing value of the Index on
the inception date. The fee factor is equal to one minus the product of (i) the annual investor fee and (ii) the
number of days elapsed from the inception date to and including the applicable valuation date divided by 365.
The annual investor fee is equal to 0.75%.

Upon early redemption on a weekly repurchase date, the Notes will pay an amount in cash, if any, on the
applicable redemption date, equal to the weekly repurchase value, which is the principal amount of the
Notes to be repurchased times the index factor on the applicable valuation date times the fee factor on the
applicable valuation date. A repurchase date is the fourth business day following a valuation date.

Risk Factors Related to Investing in the Notes

An investment in the Notes includes certain risks including, but not limited to, the following:

• Even If the Value of the Index at Maturity or upon Repurchase by SEK Exceeds the Initial Index
Level, the Holder May Receive Less Than the Principal Amount of Their Notes.

• The Principal of the Notes is Not Protected and the Holder May Lose All or a Significant Portion of
Their Investment in the Notes.

• The Holder Will Not Benefit from Any Increase in the Value of the Index If Such Increase Is Not
Reflected in the Value of the Index on the Applicable Valuation Date.

• There Are Restrictions on the Minimum Number of Notes the Holder May Offer to SEK for
Repurchase and on the Dates on Which the Notes May Be Repurchased.

• SEK's Obligation to Repurchase the Notes is subject to Substantial Restrictions.

• The Market Value of the Notes May Be Influenced by Many Unpredictable Factors.

• Historical Values of the Index, the Sub-indices or Any Index Component Should Not Be Taken as an
Indication of the Future Performance of the Index During the Term of the Notes.

• The Index Calculation Agent may adjust the Sub-indices in a way that affects the level of the Index,
and the Index Calculation Agent has no obligation to consider holder interests.

• The Holder's return may not reflect the return on a direct investment in the stocks included in the Sub-
indices.

• The Notes May Not Be a Suitable Investment for all Holders.

• Changes in SEK's Credit Ratings May Affect the Market Value of the Notes.

• The Holder Will Not Receive Interest Payments on the Notes or Have Rights in the Index
Components.

• There May Not Be an Active Trading Market in the Notes; Sales in the Secondary Market May Result
in Significant Losses.

• Trading by SEK's Hedge Counterparties and/or Their Affiliates and Other Transactions by SEK or Its
Hedge Counterparties in Instruments Linked to the Index or Index Components May Impair the Market
Value of the Notes.

• The Liquidity of the Market for the Notes May Vary Materially Over Time.

• The Business Activities of MLPF&S May Create Conflicts of Interest.
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• BNP May Discontinue the Index and Public Disclosure of Information Relating to the Index May
Change Over Time.

• The Policies of BNP and Changes That Affect the Composition and Valuation of the Index or the Sub-
indices Could Affect the Amount Payable on the Security and Its Market Value.

• There Are Potential Conflicts of Interest Between the Holder and the Notes Calculation Agent.

• If a Market Disruption Event Has Occurred or Exists on a Valuation Date, the Notes Calculation Agent
Can Postpone the Determination of the Value of the Index or the Maturity Date or a Repurchase Date.

• The U.S. Federal Income Tax Treatment of the Notes is Uncertain.

Exchange Rules Applicable to the Trading of the Notes

The Notes are considered “securities” under Exchange Rule 3 and are subject to all applicable trading rules.

Hours of Trading

Trading in the Notes will be 9.30 a.m. until 4:00 p.m.

No-Action Relief Under Federal Securities Regulations and NYSE Rules

The SEC has issued no-action relief from certain provisions of and rules under the Securities Exchange
Act of 1934, as amended (the “Exchange Act”), regarding trading in other securities with structures similar
to that of the Notes. See letter dated July 27, 2006, from James A. Brigagliano, Acting Associate Director,
Office of Trading Practices and Processing, Division of Market Regulation, to George H. White (the “Letter”).
The Exchange will rely on the relief specified in the Letter (which is summarized below) with respect to
transactions in the Notes. As what follows is only a summary of the relief outlined in the Letter, the Exchange
also advises interested members to consult the Letter, for more complete information regarding the matters
covered therein.

Regulation M Exemptions - Generally, Rules 101 and 102 of Regulation M is an antimanipulation regulation
that, subject to certain exemptions, prohibits a “distribution participant” and the issuer or selling security
holder, in connection with a distribution of securities, from bidding for, purchasing, or attempting to induce
any person to bid for or purchase, any security which is the subject of a distribution until after the applicable
restricted period, except as specifically permitted in Regulation M. The provisions of the Rules apply to
underwriters, prospective underwriters, brokers, dealers, and other persons who have agreed to participate or
are participating in a distribution of securities, and affiliated purchasers of such persons.

The Letter states that the SEC Division of Market Regulation will not recommend enforcement action under
Rule 101 of Regulation M against persons who may be deemed to be participating in a distribution of the
notes to bid for or purchase the notes during their participation in such distribution.

Rule 102 of Regulation M prohibits issuers, selling security holders, or any affiliated purchaser of such person
from bidding for, purchasing, or attempting to induce any person to bid for or purchase a covered security
during the applicable restricted period in connection with a distribution of securities effected by or on behalf
of an issuer or selling security holder. Rule 100 of Regulation M defines “distribution” to mean any offering
of securities that is distinguished from ordinary trading transactions by the magnitude of the offering and the
presence of special selling efforts and selling methods.

The Letter states that the SEC Division of Market Regulation will not recommend enforcement action under
Rule 102 of Regulation M against the issuer and its affiliated purchasers who bid for or purchase or redeem
notes during the continuous offering of the notes.

Section 11(d)(1) of the Exchange Act; Exchange Act Rule 11d1-2 - Section 11(d)(1) of the Exchange Act
generally prohibits a person who is both a broker and a dealer from effecting any transaction in which the
broker-dealer extends credit to a customer on any security which was part of a new issue in the distribution
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of which he or she participated as a member of a selling syndicate or group within thirty days prior to such
transaction.

The Letter states that the SEC Division of Market Regulation will not recommend enforcement action under
Section 11(d)(1) of the Exchange Act against broker-dealers who treat the notes, for purposes of Rule
11d1-2, as “securities issued by a registered … open-end investment company as defined in the Investment
Company Act” and thereby, extend credit or maintain or arrange for the extension or maintenance of credit on
the notes that have been owned by the persons to whom credit is provided for more than 30 days, in reliance
on the exemption contained in the rule.

Due Diligence

Before a member, member organization, allied member or employee thereof recommends a transaction
in the Notes, such person must exercise due diligence to learn the essential facts relative to the customer
pursuant to Exchange Rule 405, and must determine that the recommendation complies with all other
applicable Exchange and Federal rules and regulations. A person making such recommendation should have
a reasonable basis for believing, at the time of making the recommendation, that the customer has sufficient
knowledge and experience in financial matters that he or she may reasonably be expected to be capable of
evaluating the risks and any special characteristics of the recommended transaction, and is financially able to
bear the risks of the recommended transaction.

Trading Halts

In order to halt the trading of the Notes, the Exchange may consider, among other things, factors such as
the extent to which trading is not occurring in the securities underlying the index or whether other unusual
conditions or circumstances detrimental to the maintenance of a fair and orderly market are present. In
addition, trading in the Notes is subject to trading halts caused by extraordinary market volatility pursuant to
Exchange Rule 80B (“Circuit Breaker”).

The Exchange will cease trading the Notes if there is a halt or disruption in the dissemination of the Index
value.

Prospectus Delivery

Members are advised to consult the section entitled “Plan of Distribution,” in the Prospectus, with respect to
the prospectus-delivery requirements relating to the Notes.

Surveillance

The Exchange's surveillance procedures applicable to equity securities will be used for the Notes.

Questions concerning the matters discussed in this Memorandum may be addressed as follows:

General Questions

John Carey (212) 656-5640 (Office of the General Counsel)

Questions on:

Due Diligence Stephen A. Kasprzak (Member Firm Regulation) (212) 656-5226

Exchange Rules Daniel M. Labovitz (Market Surveillance) (212) 656-2081

John F. Malitzis

Senior Vice President

Market Surveillance
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   NYSE Regulation

Nyse Regulation, Inc

NYSE Regulation, Inc. | 20 Broad Street

New York, NY 10005

nyse.com

ATTENTION: COMPLIANCE, LEGAL, AND REGISTRATION DEPARTMENTS

TO: ALL NYSE MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO NYSE RULE 343 WILL BE NOTICED FOR COMMENT - NO LONGER
IMMEDIATELY EFFECTIVE

On June 29, 2007, NYSE filed SR-NYSE-2007-59 (the “Filing”) for immediate effectiveness, pursuant to

Section 19(b)(3)(A) 1   of the Exchange Act of 1934 (“Exchange Act”) and Rule 19b-4(f)(6) 2   thereunder.
The Filing proposed, in part, amendments to NYSE Rule 343 (“Offices - Sole Tenancy, Hours, Display
of Membership Certificates”) to eliminate the requirement that Exchange approval be obtained for the
establishment of space-sharing arrangements within branch offices. The Filing also extended the scope of
the rule to include space-sharing arrangements with banks. A discussion of the Filing was published in NYSE
Information Memo 07-65 on July 3, 2007.

The Securities and Exchange Commission (“SEC” or “Commission”) has informed the Exchange that these
amendments should be subject to publication and comment pursuant to Section 19(b)(1) of the Exchange

Act. 3   Consequently, the Exchange has filed Partial Amendment No. 1 4   to the Filing to withdraw the

amendments specifically addressing branch office space-sharing. 5   Thus, banks are not currently within the
scope of Rule 343 and the “prior approval” standard for branch office space-sharing is reinstated (see Exhibit

A). The originally proposed amendments to the Rule 343 space-sharing requirements have been re-filed 6  
with the Commission and will be published for comment in the Federal Register.

Note that apart from the withdrawn space-sharing provisions discussed above, the amendments pursuant to
SR-NYSE-2007-59 remain in effect. Thus, there is no longer a requirement, pursuant to former Rule 343(d),
that each branch office display a “certificate of membership.” Also in effect are amendments to Rule 342(c)
that substitute a “notice” requirement for the establishment of each new branch office location in place of the
previous “prior consent of the Exchange” requirement.

Any questions regarding this Information Memo may be directed to Stephen Kasprzak at 212-656-5226, Greg
Taylor at 212-656-2920, or Michael Troha at 212-656-5639.

__________________________________________________

Richard Ketchum

Chief Executive Officer

Exhibit A
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Original Additions are Underscored

Original Deletions are [Bracketed]

Amendment No. 1 Deletions are Struck Though

Rule 342. Offices—Approval, Supervision and Control

(a) - (b) NO CHANGE.

(c) [The prior consent of the Exchange shall be obtained for] A member organization shall provide notice to
the Exchange of each branch office established by [a] such [member or] member organization[, other than a
main office].

Remainder of rule - NO CHANGE.

*****

Rule 343. Offices— [Sole Tenancy, ] Branch Office Space-Sharing Arrangements and Main Office Business
Hours[, Display of Membership Certificates]

(a) [Unless otherwise permitted by the Exchange, each office or foreign incorporated branch of
a member or member organization shall not be occupied jointly with any other broker or dealer,
investment advisor, or other person who conducts a securities or commodities business with the public.
Types of office space arrangements deemed permissible are described below: ] Notification must be
provided to the Exchange when a branch office of a member organization shares office space with a
broker, dealer, investment adviser, bank, or another person who conducts a securities or commodities
business with the public. Such notification shall be provided prior to or upon the establishment of any
such arrangement.

(b) With respect to all branch office space-sharing arrangements established pursuant to (a),
reasonable steps must be taken to ensure that employees of each entity can be clearly identified as to
their employer(s) such that public customers are clear as to the entity with which they are conducting
business.

(c) If a branch office space-sharing arrangement involves the dual-employment of member organization
personnel, the member organization must have policies and procedures that:

(i) clearly identify the duties and functions to be performed on behalf of the member organization
by such employees; and

(ii) clearly establish the supervisory reporting lines with respect to such arrangements.

[(1) Clearing member organizations may furnish office space, telephone, ticker or any other facilities, to
their introducing non-clearing member organizations.

(2) A branch or main office sales area of a member or member organization may be shared with any
other broker or dealer, investment advisor or other person who conducts a securities or commodities
business with the public, provided the member or member organization furnishes the Exchange with
the following written assurances:

(A) The arrangement is not contrary to the rules of any self-regulatory organization; and

(B) there is little or no customer traffic in the office of either organization; and

(C) sufficient separation exists to enable customers who do visit to identify the individual or
organization with which they are transacting business; and

(D) employees can be clearly identified as to their respective employer; and

(E) clearance has been obtained from the member organization's fidelity insurance carrier and
auditors.
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(3) Notwithstanding the requirements set forth in (2) above, the Exchange will permit a member or
member organization to share office space with any other broker or dealer, investment advisor or other
person who conducts a securities or commodities business with the public if the following conditions
are met:

(A) such space is separated by ceiling-high solid walls; and

(B) such space has direct access to a public hall, main corridor or street; and

(C) the name of each organization is placed on the door to such space; and

(D) there are no connecting doors or windows between the space to be jointly occupied; and

(E) the names are not listed under the same telephone number, and the telephone number of the
member is not used on the letterhead or on any advertising of any other member or non-member
(Also see Rule 36.60.)

(b) Members and member organizations may share office space with any person who is not a broker or
dealer, an investment advisor, or who does not conduct a securities or commodities business with the public.
]

[(c) ] (d) Unless otherwise permitted by the Exchange, the main office of every [member or] member
organization shall remain open for business on every full business day during the trading hours on the New
York Stock Exchange.

[(d) Members and member organizations maintaining customers' offices are required to display in each such
office a certificate of membership provided by the Exchange. Such certificate shall be at all times the property
of the Exchange.]

[• • • Supplementary Material: 

Information Regarding Office Space Arrangements

.10 A non-clearing member organization which has been afforded facilities by its clearing member
organization may permit its registered employees to perform their regular duties in the board room of the
clearing organization, only if such employees of the non-clearing organization wear badges identifying them
as employees of such organization.

When two or more non-clearing member organizations share the facilities of a single board room all
employees of such member organizations must wear badges identifying them as employees of their
respective member organization employers. It is the duty of the clearing organization to see that this
requirement is observed. ]

* * * * *

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  15 U.S.C. 78s(b)(3)(A).
2  17 CFR 240.19b-4(f)(6).
3  See 15 U.S.C. 78s(b)(1) which upon filing of a rule change by a self-regulatory organization, requires the

Commission to publish notice thereof and give interested persons an opportunity to submit written data,
views, and arguments concerning such proposed rule change.

4  See Partial Amendment No. 1 to SR-NYSE-2007-59.
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5  Including those deleting the Rule 343 Interpretation.
6  See SR-NYSE-2007-68.
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   ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Trading of The Goldman Sachs Group, Inc. GS Connect TM S&P GSCI TM Enhanced Commodity
Total Return Strategy Index-Linked Notes due 2037

Trading in a new product, the GS Connect TM S&P GSCI TM Enhanced Commodity Total Return Strategy
Index-Linked Notes due 2037 (symbol: GSC) (the “Notes”) issued by Goldman Sachs Group, Inc. (“Goldman
Sachs”) linked to the performance of the S&P GSCI TM Enhanced Commodity Total Return Strategy Index
(the “Index”), will begin on the NYSE on July 31, 2007.

The purpose of this memorandum is to outline various rules and policies that will be applicable to trading in
this new product, including certain exemptive, interpretive and no-action positions taken by the Securities and
Exchange Commission (“SEC”), as well as to highlight the characteristics and risk of the Notes. For a more
complete description of the Notes , consult the prospectus used in connection with the offering of the Notes
(“Prospectus”).

Description of the Notes

The Notes are linked to the performance of the Index. The Index is a total return index which reflects the
excess returns and the interest on funds that are potentially available through an unleveraged investment
in the same futures contracts as are included in the index, calculated by Standard & Poor's (the “Sponsor”)
on a basis similar to the index, but modified to apply certain dynamic and seasonal rolling rules. The excess
return component of the index reflects the price movements in the underlying futures contracts as well as the
discount or premium obtained by “rolling” hypothetical positions in such contracts forward as they approach
expiration. The Index is disseminated every 15 seconds through Bloomberg under the symbol “SPGSCISI”.
An intraday indicative value for the Notes will also be disseminated through Bloomberg every 15 seconds
during the Exchange's regular trading hours.

The Notes will be issued with a face amount of $50. The Notes are not principal protected. The Notes may
be redeemed in whole or in part on a weekly basis. The Notes may be redeemed only in amounts of 50,000
Notes or more.

The Notes will pay an amount in cash, if any, on the stated maturity date, equal to the greater of (i) zero and
(ii) the result of (1) the product of the outstanding face amount of the notes times the index factor (the quotient
of the closing level of the index on such day divided by the initial index level) for the determination date minus
(2) the investor fees for the determination date. The determination date is expected to be five trading days
before the originally scheduled stated maturity date unless the calculation agent determines that a market
disruption event occurs or is continuing on that designated trading day.

Upon early redemption, the Notes will pay an amount in cash, if any, on the applicable redemption date, equal
to the greater of (i) zero and (ii) the redemption value for the applicable valuation date. The redemption value
is an amount in cash, if any, equal to the greater of (i) zero and (ii) the result of (1) the product of the face
amount of the notes being redeemed times the index factor for such valuation date minus (2) the investor fees
for such valuation date.

Risk Factors Related to Investing in the Notes
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The Notes are unsecured promises of Goldman Sachs Group, Inc. and are not secured debt. The Notes
are riskier than ordinary unsecured debt securities. As stated in the Prospectus, an investment in the Notes
includes certain risks including, but not limited to, the following:

• The Notes are not principal protected. At maturity or upon redemption, the Notes may pay less than
the principal amount.

• Even If the Level of the Index on the Determination Date or on the Applicable Valuation Date Exceeds
the Initial Index Level, The Holders May Receive Less than the Face Amount of Their Notes.

• Except that the Investor Fees on the Notes Accumulate on a Daily Basis, The Amount Payable on
the Notes Is Not Linked to the Index Level at Any Time Other than the Determination Date Or the
Applicable Valuation Date, As Applicable.

• The Notes Will Not Bear Interest.

• The Market Value of the Notes May Be Influenced by Many Factors That Are Unpredictable and
Interrelated in Complex Ways.

• If the Level of the Index Changes, the Market Value of the Notes May Not Change in the Same
Manner.

• Trading and Other Transactions by Goldman Sachs & Co. Relating to the Index and Commodities
Futures Contracts and Their Underlying Commodities May Adversely Affect the Value of the Notes.

• There Are Restrictions on the Minimum Number of Notes a Holder May Redeem and on the Dates on
Which the Holder May Redeem Them.

• Holders Have No Rights with Respect to Commodities or Commodities Contracts or Rights to
Receive Any Commodities.

• Our Business Activities May Create Conflicts of Interest Between Holders' Interest in their Notes and
Us.

• As Calculation Agent, Goldman Sachs International Will Have the Authority to Make Determinations
that Could Affect the Value of the Notes and the Amount Holders May Receive On the Stated Maturity
Date or Any Redemption Date, As Applicable.

• The Policies of the Index Sponsor and Changes That Affect the S&P GSCI TM and the S&P GSCI TM

Commodities Could Affect the Amount Payable on the Notes and Their Market Value.

• Suspensions or Disruptions of Market Trading in the Commodity and Related Futures May Adversely
Affect the Value of the Notes.

• The Index May in the Future Include Contracts That Are Not Traded On Regulated Futures
Exchanges.

• Higher Future Prices of Commodities Included in the Index Relative to Their Current Prices May
Decrease the Amount Payable on the Notes.

• Although the Index Includes the Same Futures Contracts That Comprise the S&P GSCI TM, Its Value
and Returns Will Likely Differ from Those of the S&P GSCI TM.

• Changes in the Composition and Valuation of the S&P GSCI TM May Adversely Affect the Value of the
Notes.

• As Sponsor of the S&P GSCI TM Enhanced Commodity Total Return Strategy Index, Standard &
Poor's Will Have the Authority to Make Determinations That Could Materially Affect the Notes in
Various Ways And Create Conflicts of Interest.
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• The Notes May Not Have an Active Trading Market, and May Not Be Approved for Listing or Continue
to be Listed over the Term of the Notes.

• The Calculation Agent Can Postpone the Determination Date and the Stated Maturity Date or a
Valuation Date If a Market Disruption Event Occurs.

• Certain Considerations for Insurance Companies and Employee Benefit Plans — The purchase
or holding of the offered notes could become a “prohibited transaction” under ERISA, the Internal
Revenue Code or any substantially similar prohibition.

• The Tax Consequences of an Investment in the Notes Are Uncertain.

Exchange Rules Applicable to the Trading of the Notes

The Notes are considered “securities” under Exchange Rule 3 and are subject to all applicable trading rules.

Hours of Trading

Trading in the Notes will be 9.30 a.m. until 4:00 p.m.

No-Action Relief Under Federal Securities Regulations and NYSE Rules

The SEC has issued no-action relief from certain provisions of and rules under the Securities Exchange
Act of 1934, as amended (the “Exchange Act”), regarding trading in other securities with structures similar
to that of the Notes. See letter dated July 27, 2006, from James A. Brigagliano, Acting Associate Director,
Office of Trading Practices and Processing, Division of Market Regulation, to George H. White (the “Letter”).
The Exchange itself will rely on the relief specified in the Letter (which is summarized below) with respect to
transactions in the Notes. As what follows is only a summary of the relief outlined in the Letter, the Exchange
also advises interested members to consult the Letter, for more complete information regarding the matters
covered therein.

Regulation M Exemptions - Generally, Rules 101 and 102 of Regulation M is an antimanipulation regulation
that, subject to certain exemptions, prohibits a “distribution participant” and the issuer or selling security
holder, in connection with a distribution of securities, from bidding for, purchasing, or attempting to induce
any person to bid for or purchase, any security which is the subject of a distribution until after the applicable
restricted period, except as specifically permitted in Regulation M. The provisions of the Rules apply to
underwriters, prospective underwriters, brokers, dealers, and other persons who have agreed to participate or
are participating in a distribution of securities, and affiliated purchasers of such persons.

The Letter states that the SEC Division of Market Regulation will not recommend enforcement action under
Rule 101 of Regulation M against persons who may be deemed to be participating in a distribution of the
notes to bid for or purchase the notes during their participation in such distribution.

Rule 102 of Regulation M prohibits issuers, selling security holders, or any affiliated purchaser of such person
from bidding for, purchasing, or attempting to induce any person to bid for or purchase a covered security
during the applicable restricted period in connection with a distribution of securities effected by or on behalf
of an issuer or selling security holder. Rule 100 of Regulation M defines “distribution” to mean any offering
of securities that is distinguished from ordinary trading transactions by the magnitude of the offering and the
presence of special selling efforts and selling methods.

The Letter states that the SEC Division of Market Regulation will not recommend enforcement action under
Rule 102 of Regulation M against the issuer and its affiliated purchasers who bid for or purchase or redeem
notes during the continuous offering of the notes.

Section 11(d)(1) of the Exchange Act; Exchange Act Rule 11d1-2 - Section 11(d)(1) of the Exchange Act
generally prohibits a person who is both a broker and a dealer from effecting any transaction in which the
broker-dealer extends credit to a customer on any security which was part of a new issue in the distribution
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of which he or she participated as a member of a selling syndicate or group within thirty days prior to such
transaction.

The Letter states that the SEC Division of Market Regulation will not recommend enforcement action under
Section 11(d)(1) of the Exchange Act against broker-dealers who treat the notes, for purposes of Rule
11d1-2, as “securities issued by a registered … open-end investment company as defined in the Investment
Company Act” and thereby, extend credit or maintain or arrange for the extension or maintenance of credit on
the notes that have been owned by the persons to whom credit is provided for more than 30 days, in reliance
on the exemption contained in the rule.

Due Diligence

Before a member, member organization, allied member or employee thereof recommends a transaction
in the Notes, such person must exercise due diligence to learn the essential facts relative to the customer
pursuant to Exchange Rule 405, and must determine that the recommendation complies with all other
applicable Exchange and Federal rules and regulations. A person making such recommendation should have
a reasonable basis for believing, at the time of making the recommendation, that the customer has sufficient
knowledge and experience in financial matters that he or she may reasonably be expected to be capable of
evaluating the risks and any special characteristics of the recommended transaction, and is financially able to
bear the risks of the recommended transaction.

Trading Halts

In order to halt the trading of the Notes, the Exchange may consider, among other things, factors such as
the extent to which trading is not occurring in the securities underlying the index or whether other unusual
conditions or circumstances detrimental to the maintenance of a fair and orderly market are present. In
addition, trading in the Notes is subject to trading halts caused by extraordinary market volatility pursuant to
Exchange Rule 80B (“Circuit Breaker”).

The Exchange will cease trading the Notes if there is a halt or disruption in the dissemination of the Index
value.

Prospectus Delivery

Members are advised to consult the section entitled “Plan of Distribution,” in the Prospectus, with respect to
the prospectus-delivery requirements relating to the Notes.

Surveillance

The Exchange's surveillance procedures applicable to equity securities will be used for the Notes.

Questions concerning the matters discussed in this Memorandum may be addressed as follows:

General Questions

John Carey (212) 656-5640 (Office of the General Counsel)

Questions on:

Due Diligence

Stephen A. Kasprzak (Member Firm Regulation) (212) 656-5226

Exchange Rules

Daniel M. Labovitz (Market Surveillance) (212) 656-2081

__________________________________

Richard Ketchum
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Chief Executive Officer

NYSE Regulation, Inc.

___________________________

Richard Ketchum

Chief Regulatory Officer

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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July 30, 2007

   ATTENTION: COMPLIANCE AND LEGAL DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: CHANGES TO DISCIPLINARY PROCEEDINGS AT NYSE REGULATION AS A RESULT OF
THE REGULATORY CONSOLIDATION WITH NASD

I. PURPOSE

The purpose of this Information Memo is to advise members and member organizations of changes to
disciplinary procedures at NYSE Regulation that will be implemented in connection with the regulatory
consolidation of NASD and certain member firm functions from NYSE Regulation.

II. BACKGROUND

On November 28, 2006, NYSE and NASD announced a transaction (the “Transaction”) in which the two
self-regulatory organizations would consolidate their member firm regulation operations into a combined
organization, which will be known as the Financial Industry Regulatory Authority (“FINRA”). As part of the
Transaction and subject to SEC approval, all NYSE member organizations will be required to be members of

FINRA, and will become subject to FINRA disciplinary proceedings. 1 

Also as part of the Transaction, FINRA will adopt the NYSE rules that relate to member conduct, including
rules relating to financial and operational standards of member organizations, books and records, and
other non-trading functions of firms (the “NYSE Member Firm Rules”). A list of the rules that FINRA will
incorporate by reference is attached to this Memo. By adopting these rules, FINRA will have regulatory
authority to enforce violations of the NYSE Member Firm Rules against FINRA members that are also
member organizations and members of the NYSE (“Dual Members”). NYSE Regulation's Enforcement
Division will retain responsibility for investigating and enforcing violations of NYSE rules that have not been
incorporated by FINRA (the “NYSE Rules”).

With respect to NYSE Rules, which include trading and marketplace rules, as well as certain rules over which
both NYSE and FINRA will have joint responsibility (i.e., supervision, books and records, and errors), NYSE
Regulation will retain full authority to investigate and prosecute any violations of those rules pursuant to
NYSE Regulation disciplinary procedures.

III. DISCIPLINARY PROCEEDINGS AFTER THE TRANSACTION CLOSES

In connection with the Transaction, certain staff and functions of NYSE Regulation's Enforcement Division will
transfer to the Department of Enforcement at FINRA, which will assume responsibility for all investigations
and disciplinary proceedings relating to violations of the NYSE Member Firm Rules by NYSE member
organizations and members.

After the closing of the Transaction, whether the FINRA Code of Procedure governs a disciplinary proceeding
that relates to a violation of the NYSE Member Firm Rules depends on the status of the investigation as of the
closing date, as follows:

• Assertions of Jurisdiction: If NYSE Regulation asserted jurisdiction over an individual or member
organization pursuant to NYSE Rule 477 before the closing date of the Transaction, for those
investigations relating to NYSE Member Firm Rules, depending on the date of termination from
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the industry, FINRA may have jurisdiction after the closing date of the Transaction to continue any
investigation noticed in such letter and to bring a disciplinary proceeding at the conclusion of such
investigation if it is deemed appropriate. If FINRA does not have jurisdiction, FINRA may continue
to investigate such matters, but any resulting disciplinary proceedings will be subject to the NYSE
disciplinary rules.

• Formal Charges/Stipulations and Consents: The applicable disciplinary rules and forum for any
disciplinary proceedings that may result from a current NYSE Regulation investigation will depend
on whether NYSE Regulation has already filed a Charge Memorandum or Stipulation of Facts and
Consent to Penalty (“Stipulation and Consent”) as of the closing date of the Transaction.

○ If NYSE Regulation has filed a Charge Memorandum or Stipulation and Consent as of the
date of the closing, such matter (including any later appeals) will be adjudicated in accordance
with the NYSE disciplinary rules and before the NYSE Hearing Board. Pursuant to a Regulatory
Services Agreement, NYSE Regulation staff who will be transferring to FINRA may continue to
participate in such proceedings.

○ If NYSE Regulation has not filed a Charge Memorandum or Stipulation and Consent as of the
date of the closing in connection with an investigation relating to NYSE Member Firm Rules,
the matter (including any later appeals) would be adjudicated by FINRA, pursuant to the FINRA
(currently NASD) Code of Procedure, which includes FINRA's Acceptance, Waiver, and Consent
(“AWC”) process.

• Appeals: Appeals of disciplinary decisions will be handled as follows:

○ NYSE Hearing Board decisions that have been, or could be, appealed under NYSE Rule 476
will be addressed pursuant to the current NYSE disciplinary rules.

○ Matters initiated by FINRA pursuant to its Code of Procedure following the closing date, even
if initiated as the result of an investigation that began at NYSE Regulation, would be appealed in
accordance with FINRA's rules and procedures for such appeals.

• Summary Proceedings: The applicable rule and forum for summary proceedings that are currently
adjudicated pursuant to NYSE Rule 475 will depend on whether NYSE Regulation has notified the
person or entity in writing of the summary action before the date of closing.

○ If the notification in writing has occurred before the date of closing, the matter will be
adjudicated pursuant to NYSE Disciplinary Rules.

○ If no such notification has occurred, the matter will be addressed by FINRA, pursuant to FINRA
rules.

• Minor Rule Violations: Minor violations of Member Firm Rules that are currently adjudicated under
NYSE Rule 476A (Imposition of Fines for Minor Violation(s) of Rules) (also known as summary fines)
will be handled as follows:

○ If a summary fine notice relating to any violation, including violations of Member Firm Rules, is
issued before the date of closing, the matter will be adjudicated pursuant to NYSE rules.

○ With respect to matters arising after the date of closing, NASD/FINRA has filed a rule change
to modify its Minor Rule Violation Plan (“MRVP”) to include the NYSE Member Firm Rules
that, as of the date of such filing, are listed in NYSE Rule 476A. Assuming SEC approves
NASD's rule changes, FINRA will be authorized to impose fines under FINRA's MRVP for minor
violations by Dual Members of the NYSE Member Firm Rules enumerated in FINRA's MRVP.

IV. STAFF CONTACTS
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For questions relating to the status of a pending NYSE Regulation disciplinary investigation or relating
to FINRA Code of Procedure for ongoing disciplinary proceedings, please contact the Enforcement staff
member assigned to your investigation.

For questions relating to NYSE Regulation disciplinary proceedings that are already the subject of a Charge
Memorandum or a Stipulation and Consent, contact the Enforcement staff member assigned to your case, or
Robert Keller, Senior Special Counsel, NYSE Hearing Board, at (212) 656-4920.

For questions relating to the division of the rules, contact:

Daniel M. Labovitz, Managing Director, Market Surveillance, at (212) 656-2081

Clare Saperstein, Director, Market Surveillance, at (212) 656-2355.

___________________________

Richard Ketchum

Chief Regulatory Officer

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  The NYSE has filed with the Commission a proposal to amend NYSE Rule 2 to require FINRA
membership as a prerequisite to becoming an NYSE member organization. In connection with that filing,
NASD has also filed with the Commission a proposal to amend its membership application procedures
to provide for a waive-in process for current NYSE member organizations that are not already NASD
members ("NYSE-only member organizations") to apply for and be approved for FINRA membership
on an expedited basis. The NYSE expects that these filings will not be approved before the closing of
the Transaction. Accordingly, NYSE-only member organizations will continue to be subject to NYSE
Regulation disciplinary procedures until such time that they are approved as FINRA members. In such
case, the process described in this Information Memo for determining whether NYSE Regulation or
FINRA procedures will govern disciplinary proceedings will be based on the date the NYSE-only member
organization is approved as a FINRA member and not on the date of the closing of the Transaction.
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July 30, 2007

   ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, LEGAL AND COMPLIANCE
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: LISTING OF CLAYMORE/ROBB REPORT GLOBAL LUXURY ETF

The following exchange-traded fund (“ETF”) will be listed and begin trading on the NYSE, beginning Monday,
July 30, 2007:

Claymore/Robb Report Global Luxury ETF Symbol: ROB

This Information Memo reviews the various rules and policies applicable to trading in shares (“Shares”) of the
Fund.

Background Information on the Fund

Claymore Advisors, LLC, a wholly-owned subsidiary of Claymore Group Inc., acts as the Fund's investment
adviser. Robb Report is the Index Provider for the Claymore/Robb Report Global Luxury ETF. Robb Report
is not affiliated with the Trust, the Investment Adviser, Claymore Advisors, LLC, or the distributor, Claymore
Securities, Inc.

According to the Fund's prospectus, the Fund seeks investment results that correspond generally to the
performance, before the Fund's fees and expenses, of the Robb Report Index (the “Index”). The Robb Report
Index is comprised of companies whose primary business is the provision of luxury goods and services.
All stocks in the Robb Report Index are selected from the global investable universe of companies whose
primary business is the provision of luxury global goods and services, as determined by the Index Provider.
The Index Provider, CurtCo Robb Media, LLC, weights the Index's constituents using a modified market cap
weighting methodology.

Shares of the Fund will be issued on a continuous offering basis in groups of Shares, or multiples thereof.
These “groups” of shares are called “Creation Unit Aggregations.” The Fund will issue and redeem Shares
only in Creation Unit Aggregations of 200,000 Shares.

All orders to purchase Shares in Creation Unit Aggregations must be placed through an Authorized
Participant. An Authorized Participant must be either a “Participating Party”, i.e., a broker-dealer or other
participant in the clearing process through the National Securities Clearing Corporation Continuous
Net Settlement System (the “Clearing Process”), a clearing agency that is registered with the SEC, or a
Depository Trust Company participant, and in each case, must enter into a Participant Agreement. The Fund
imposes a transaction fee in connection with the issuance and redemption of Shares to offset transfer and
other transaction costs.

The NAV for the Fund will be calculated and disseminated daily. The Fund's NAV will be calculated by The
Bank of New York. The Fund's NAV will be published in a number of places, including www.claymore.com,
and on the Consolidated Tape. In addition, at least every 15 seconds during Exchange trading hours, the
Intraday Indicative Value per Share will be disseminated.

For a more complete description of the Fund and the Underlying Index, visit www.claymore.com.

Principal Risks
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Interested persons are referred to discussion in the Fund's prospectus of principal risks of an investment
in the Fund. These include tracking error risk (factors causing a Fund's performance to not match the
performance of the underlying index), market trading risk (for example, trading halts, trading above or below
net asset value), stock market risk, luxury risk, small and medium-sized company risk, investment style risk,
index sampling risk, non-diversification risk, and foreign securities risk.

Hours of Trading

Trading in Shares of the Fund will be 9:30 a.m. until 4:15 p.m.

Exchange Rules Applicable to the Trading of ETFs

The rules applicable to ETFs are applicable to the Fund since the Fund falls within the definition of an
Investment Company Unit, as provided in Paragraph 703.16 of the Listed Company Manual and NYSE Rule
1100.

Application of Certain NYSE Rules to ETFs

Rule 104 - NYSE Rules 104.20 and 104.21 establish a capital requirement for specialists of $500,000
per ETF. A specialist unit registered only in an ETF would be subject to the $1,000,000 minimum capital
requirement of Rule 104.20.

In addition, Rule 104 governs specialist market making in ETFs. In particular, the rule permits specialists
to engage in “parity” transactions on direct destabilizing ticks without obtaining Floor Official approval. A
“parity” transaction in an ETF would be a trade to bring the security into line with the value of the securities
comprising the ETF, or the value of a futures contract on the index on which the ETF is based.

Rule 13 - NYSE Rule 13.30 provides that stop and stop limit orders in an Investment Company Unit shall be
elected by a quotation, but specifies that if the electing bid on an offer is more than 0.10 point away from the
last sale and is for the specialist's dealer account, prior Floor Official approval is required for the election to be
effective. This rule applies to Investment Company Units generally.

Rule 36.30 - NYSE Rule 36.30 governs the establishment of telephone or electronic communications
between the NYSE's trading floor and any other location. Rule 36 provides that a specialist registered in an
ETF may use a telephone or order entry terminal to enter an order in the ETF itself, in a component security
of the ETF, or in an options or futures contract related to the ETF. In addition, the specialist may use a post
telephone to obtain market information with respect to such ETFs, options, futures, or component securities.
The text of Rule 36 makes clear that if an order in a component security of such ETF is to be executed on the
NYSE, the order must be entered in compliance with NYSE Rule 112(c) and SEC Rule 11a2-2(T) (described
below), and must be entered only for the purpose of hedging a position in the ETF.

The specialist may not use the post wire to call a specialist on the NYSE registered in a component stock
of the ETF to enter an order, nor may the specialist use a SuperDOT terminal to send an order directly via
SuperDOT to another specialist. The specialist registered in an ETF is not registered in the component
stocks, and therefore is not permitted to initiate an “on Floor” order in such a stock.

NYSE members, including specialists, are permitted to enter an “off-Floor” order. NYSE Rule 112(c) codifies
the principle that a member may use a “communication facility” on the Floor of the NYSE to call an off-Floor
location and enter a proprietary order. The order is deemed to be an “off-Floor” order (i.e., not an order
initiated on the Floor, referred to as an “on Floor” order), provided the order is routed through a clearing firm's
order room off the Floor, and is transmitted to the Floor for execution by an unaffiliated member. This latter
provision is consistent with SEC Rule 11a2-2(T), which permits executions of off-floor member proprietary
orders by unaffiliated members. These rules do not impose restrictions on the types of orders which may
be executed pursuant to the exemptive relief provided. Under Rule 36.30, any orders in a component stock
of an ETF entered for execution on the NYSE from the specialist's post, either by telephone or by means
of a SuperDOT terminal, would have to be routed through a clearing firm's order room off the Floor and
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transmitted back to the Floor for execution without the specialist in the ETF interacting with the order or
participating in the execution in any way.

Rule 123C - Market-on-Close/Limit-At-The-Close Orders - Orders in ETFs are not subject to the NYSE's Rule
123C Market-On-Close (“MOC”)/Limit-at-the-Close (“LOC”) procedures concerning order entry limitations,
cancellation of orders during a regulatory halt, imbalance publications, and any other limitations or procedures
with respect to MOC/LOC procedures. A MOC/LOC order in an ETF can be entered at any time without
regard to the limitations of Rule 123C. In addition, the closing price of an ETF will not be subject to publication
of imbalances under Rule 123C.

Rule 123D- Pre-Opening Price Indications Policy - Similarly, the NYSE's policies regarding mandatory
dissemination of pre-opening price indications in the case of significant order imbalances and potentially large
price dislocation from the prior close do not apply to ETFs.

Both the MOC/LOC procedures and the mandatory pre-opening price indications policy are intended to
solicit offsetting contra side interest to minimize price dislocation. This rationale does not apply in the case of
ETFs, which are derivatively priced in relation to, among other things, the values of the underlying component
securities, regardless of the extent of an order imbalance.

Rule 105(m) - NYSE Rule 105(m), which prohibits affiliates of specialist units from acting as a primary
market maker in the option on a specialty security, permits such activity with respect to options on a Fund
for affiliates of specialists that have Rule 98 approved procedures in place. The Exchange believes that, as
ETFs are derivatively priced, the conflicts of interest with respect to market making in both the underlying
security and its corresponding option are minimized in this case. The Exchange will also permit a NYSE Rule
98 affiliate of the ETF specialist to act in a market making capacity (but not as a specialist) in the ETF itself on
another market center.

Rule 98 - NYSE Rule 98 provides that affiliates of a specialist organization can receive an exemption from
certain rules applicable to specialists (principally impacting proprietary trading and investment banking),
provided they establish a system of information barriers between themselves and the affiliated specialist. One
of the conditions for the Rule 98 exemption is that the specialist organization be capitalized separate and
apart from any affiliate. The Exchange has deleted this requirement in the case of a specialist organization
that is registered only in ETFs. The Exchange believes that the separate capitalization requirement is not
required in such case, and that the question of adequacy of capital can be appropriately addressed by the
special allocation committee which will allocate the ETF. However, a specialist organization that is registered
only in ETFs will remain subject to the minimum capital requirements specified in Rule 104.20.

Exemptive, Interpretive and No-Action Relief Under Federal Securities Regulations and NYSE Rules

The Securities and Exchange Commission (“SEC”) has issued exemptive, interpretive and no-action relief
from certain provisions of and rules under the Act applicable to trading in the above-mentioned Fund.
Members and member organizations are referred to the SEC Letter dated October 24, 2006 from James
Brigagliano, Associate Director, SEC Division of Market Regulation, to Stuart M. Strauss, Clifford, Chance
(Class Action Relief for Exchange Traded Index Funds). A description of the SEC's exemptive relief follows;
however, in the event of any discrepancy between this description and the SEC Letter, the text of the SEC
Letter controls.

Regulation M Exemptions - Generally, Rules 101 and 102 of Regulation M prohibit any “distribution
participant” and its “affiliated purchasers” from bidding for, purchasing, or attempting to induce any person
to bid for or purchase any security which is the subject of a distribution until after the applicable restricted
period, except as specifically permitted in Regulation M. The provisions of the Rules apply to underwriters,
prospective underwriters, brokers, dealers, and other persons who have agreed to participate or are
participating in a distribution of securities.

The SEC has granted an exemption from Rule 101 under Regulation M to permit persons participating
in a distribution of shares of the above-mentioned Fund to engage in secondary market transactions in
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such shares during their participation in such a distribution. In addition, the SEC has granted relief under
Regulation M to permit persons who may be deemed to be participating in the distribution of shares of the
above-mentioned Fund (i) to purchase securities for the purpose of purchasing Creation Unit Aggregations of
Fund shares and to (ii) tender securities for redemption in Creation Unit Aggregations. Further, the SEC has
clarified that the tender of Fund shares to the Fund for redemption does not constitute a bid for or purchase
of the Fund's securities during the restricted period of Rule 101. The SEC has also granted an exemption
pursuant to paragraph (e) of Rule 102 under Regulation M to allow the redemption of Fund shares in Creation
Unit Aggregations during the continuous offering of shares.

Customer Confirmations for Creation or Redemption of Fund Shares (SEC Rule 10b-10) - Broker-dealers
who handle purchases or redemptions of Fund shares in Creation Unit size for customers will be permitted to
provide such customers with a statement of the number of Creation Unit Aggregations created or redeemed
without providing a statement of the identity, number and price of shares of the individual securities tendered
to the Fund for purposes of purchasing Creation Unit Aggregations (“Deposit Securities”) or the identity,
number and price of shares to be delivered by the Trust to the redeeming holder (“Redemption Securities”).
The composition of the securities required to be tendered to the Fund for creation purposes and of the
securities to be delivered on redemption will be disseminated each business day and will be applicable to
requests for creations or redemption, as the case may be, on that day. This exemptive relief under Rule
10b-10 with respect to creations and redemptions is subject to the following conditions:

(1) Confirmations to customers engaging in creations or redemptions must state that all information
required by Rule 10b-10 will be provided upon request;

(2) Any such request by a customer for information required by Rule 10b-10 will be filed in a timely
manner, in accordance with Rule 10b-10(c);

(3) Except for the identity, number and price of shares of the component securities of the Deposit
Securities and Redemption Securities, as described above, confirmations to customers must disclose
all other information required by Rule 10b-10(a).

SEC Rule 14e-5 -An exemption from Rule 14e-5 has been granted to permit any person acting as a dealer-
manager of a tender offer for a component security of the Fund to (1) redeem Fund shares in Creation Unit
Aggregations from the issuer that may include a security subject to such tender offer and (2) to purchase
Fund shares during such tender offer. In addition, a no-action position has been taken under Rule 14e-5 if a
broker-dealer acting as a dealer-manager of a tender offer for a security of the Fund purchases or arranges
to purchase such securities in the secondary market for the purpose of tendering such securities to purchase
one or more Creation Unit Aggregations of shares, if made in conformance with the following:

(i) such bids or purchases are effected in the ordinary course of business, in connection with a basket
of 20 or more securities in which any security that is the subject of a distribution, or any reference
security, does not comprise more than 5% of the value of the basket purchased; or

(ii) purchases are effected as adjustments to such basket in the ordinary course of business as a result
of a change in the composition of the underlying index; and

(iii) such bids or purchases are not effected for the purpose of facilitating such tender offer.

Section 11(d)(1); SEC Rules 11d1-1 and 11d1-2 - Section 11(d)(1) of the Act generally prohibits a person
who is both a broker and a dealer from effecting any transaction in which the broker-dealer extends credit
to a customer on any security which was part of a new issue in the distribution of which he participated as
a member of a selling syndicate or group within thirty days prior to such transaction. The SEC has clarified
that Section 11(d)(1) does not apply to broker-dealers that are not Authorized Participants (and, therefore, do
not create Creation Unit Aggregations) that engage in both proprietary and customer transactions in shares
of the Fund in the secondary market, and for broker-dealer Authorized Participants that engage in creations
of Creation Unit Aggregations. This relief is subject to specific conditions, including the condition that such
broker-dealer (whether or not an Authorized Participant) does not, directly or indirectly, receive from the fund
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complex any payment, compensation or other economic incentive to promote or sell the shares of the ETF to
persons outside the fund complex, other than non-cash compensation permitted under NASD Rule 2830 (I)(5)
(A), (B) or (C). See letter dated November 21, 2005 from Catherine McGuire, Chief Counsel, SEC Division of
Market Regulation, to Securities Industry Association, Derivative Products Committee. The Commission has
also taken a no-action position under Section 11(d)(1) of the Act that broker-dealers may treat shares of the
Fund, for purposes of Rule 11d1-2, as “securities issued by a registered open-end investment company as
defined in the Investment Company Act” and thereby extend credit or maintain or arrange for the extension
or maintenance of credit on shares that have been owned by the persons to whom credit is provided for more
than 30 days, in reliance on the exemption contained in the rule.

SEC Rule 15c1-5 and 15c1-6 - The SEC has taken a no-action position with respect to Rule 15c1-5 and
Rule 15c1-6 as to the required disclosure of control by a broker or dealer with respect to creations and
redemptions of Fund shares and secondary market transactions therein.

Other Matters

Due Diligence - Pursuant to NYSE Rule 405, before a member, member organization, allied member or
employee thereof undertakes to recommend a transaction in ETF shares, such person must exercise due
diligence to learn the essential facts relative to the customer. If any recommendation is made with respect
to such shares, the person making the recommendation should have a reasonable basis for believing, at
the time of making the recommendation, that the customer has such knowledge and experience in financial
matters that he or she may reasonably be expected to be capable of evaluating the risks and any special
characteristics of the recommended transaction, and is financially able to bear the risks of the recommended
transaction. Before a member, member organization or employee thereof recommends a transaction in the
Fund, a determination must be made that the recommendation is in compliance with all applicable Federal
and Exchange rules and regulations, including due diligence obligations under Exchange Rule 405.

Certain Specialist Transactions in ETFs - NYSE Rule 460.10 generally precludes certain business
relationships between an issuer and the specialist in the issuer's securities. Exceptions in the rule, however,
permit specialists in ETF shares to enter into Creation Unit transactions through the Distributor to facilitate
the maintenance of a fair and orderly market. Even so, a specialist Creation Unit transaction may only be
effected on the same terms and conditions as any other investor, and only at the net asset value of the ETF
shares. In addition, a specialist may acquire a position in excess of 10% of the outstanding issue of the ETF
shares. Specialists registered in a security issued by an investment company may purchase and redeem
the investment company unit, or securities that can be subdivided or converted into such unit, from the
investment company as appropriate to facilitate the maintenance of a fair and orderly market in the subject
security.

Trading Halts - In order to halt the trading of an ETF, the Exchange may consider, among other things, factors
such as the extent to which trading is not occurring in the underlying securities and whether other unusual
conditions or circumstances detrimental to the maintenance of a fair and orderly market are present. In
addition, trading in Fund shares is subject to trading halts caused by extraordinary market volatility pursuant
to NYSE Rule 80B. If the end-of-day Index value or IOPV applicable to a Fund is not being disseminated as
required, the Exchange may halt trading during the day in which the interruption to the dissemination of the
Index value or IOPV occurs. If the interruption to the dissemination of the Index value or IOPV persists past
the trading day in which it occurred, the Exchange will halt trading no later than the beginning of the trading
day following the interruption.

Prospectus Delivery - Exchange members and member organizations should be mindful of applicable
prospectus delivery requirements under the federal securities laws with respect to transactions in the Fund.
In this regard, the Exchange notes that NYSE Rule 1100(b) provides for delivery of written descriptions to
customers of Funds that have received an exemption from Section 24(d) of the Investment Company Act.
At the present time, such written descriptions are not available. Members and member organizations are
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advised that delivery of a prospectus in lieu of a written description would satisfy the requirements of Rule
1100(b).

Purchases and Redemptions in Creation Unit Size - Exchange members and member organizations are
hereby informed that procedures for purchases and redemptions of Shares in Creation Unit Size are
described in the Fund's prospectus and Statement of Additional Information, and that Shares are not
individually redeemable but are redeemable only in Creation Unit Size aggregations or multiples thereof.

Surveillance. All Exchange surveillances applicable to trading of equities on the Exchange will apply to trading
in the Shares of the Fund.

Questions concerning the matters discussed in this Memorandum may be addressed as follows:

General Questions on ETFs:

Michael Cavalier

(212) 656-2474

(Office of the General Counsel)

Questions on:

Due Diligence

Stephen A. Kasprzak (Member Firm Regulation) (212) 656-5226

Exchange Rules

Daniel M. Labovitz (Market Surveillance) (212) 656-2081

___________________________

Richard Ketchum

Chief Regulatory Officer

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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July 30, 2007

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: REQUIREMENTS FOR CONDUCTING “UPSTAIRS” OPERATIONS FROM A MEMBER
ORGANIZATION'S BOOTH PREMISES

I. PURPOSE

The purpose of this Information Memo is to:

1. advise member organizations that in June, the New York Stock Exchange filed for immediate

effectiveness with the Securities and Exchange Commission (“SEC”) 1   amendments to its rules to
allow a member organization to operate its booth premise on the Exchange Trading Floor (the “Floor”)
similar to a member organization's “upstairs” office, provided that the member organization has been
approved to operate its booth in this manner by NYSE Regulation, Inc. (“NYSE Regulation”) and
provided that the member organization meets all regulatory requirements for operating as an off-Floor
or “upstairs” operation, and

2. provide guidance regarding the regulatory requirements for obtaining approval to enter agency
orders from the member organization's booth premise.

II. BACKGROUND

In response to changes in the way trading occurs both at the Exchange and in the securities markets in
general, the Exchange filed with the SEC for immediate effectiveness amendments to NYSE Rules 54
(“Dealings on Floor-Persons”) and 70 (“Bids and Offers”), and has made conforming amendments to NYSE
Rules 6 (“Floor”), 112 (“Orders Initiated Off the Floor”), 123 (“Records of Orders”), and 134 (“Differences and
Omissions-Cleared Transactions”), in order to allow a member organization to operate its booth premises
similar to a member organization's “upstairs” office.

The Exchange has amended NYSE Rule 70 to add supplemental section .40, which provides member
organizations with the ability to access other markets and trade a wider range of products from a Floor

broker's booth premises, subject to approval by NYSE Regulation, 2   and subject to qualifying for certain
registrations and licenses required to conduct an off-Floor business. For example, a member organization
could use its booth premises to route orders in NYSE-listed securities directly to another market.

NYSE Rule 70.40 sets forth the requirements for the operation of such an “upstairs” presence from the
member organization's booth premise. The Exchange also amended NYSE Rule 54 to permit appropriately
registered and supervised employees working in an NYSE Regulationapproved booth premise to process
orders sent to the booth in the same manner that sales traders in an “upstairs” office are allowed to process
orders.

This Information Memo sets forth the regulatory requirements that a member organization must meet
and have documented in its written supervisory procedures and policies before obtaining NYSE
Regulation approval.

III. OVERVIEW OF REGULATORY REQUIREMENTS

The following is an overview of the regulatory requirements that are a prerequisite to NYSE Regulation
approval for a member organization to operate its booth premise as an “upstairs” office:
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1. The member organization must adopt and implement comprehensive written procedures and
guidelines governing the conduct and supervision of business handled in the booth and staff working
in the booth and establish a process for regular review of such written procedures and guidelines
and compliance with those procedures and guidelines. Such written procedures and guidelines must
document compliance with the regulatory requirements discussed in this Information Memo. Such
procedures must be available as a stand-alone section of a firm's written policies and procedures; firms
should not rely on fragmented procedures that are dispersed throughout its overall procedures manual
for compliance with the regulatory requirements discussed in this Information Memo.

2. Depending on the type of “upstairs” trading that a member organization may seek to conduct, the
member organization must comply with the same regulatory requirements that govern the virtually
identical conduct of a member organization's off-Floor (“upstairs”) office, including obtaining the
relevant employee registrations and qualification requirements pursuant to NYSE Rule 345 and
supervisory responsibilities subject to NYSE Rule 342.

3. Orders originated in or routed through facilities located at an approved booth premise must comply
with the relevant order entry requirements of NYSE Rules, including NYSE Rules 123 (Record of
Orders) and 132B (Order Tracking Requirements), and member organizations must certify that their
systems meet those requirements.

4. A member organization is prohibited from effecting any transaction from its approved booth premises
for its own account, the account of an associated person, or an account with respect to which it or
an associated person exercises investment discretion. This limitation includes accounts in which the
member organization or its employees have a partial interest or where they are entitled to share in the
profits in the account.

5. When using the member organization's booth premise to trade in away markets, member
organizations are prohibited from processing errors relating to those awaymarket transactions in its
Exchange-required error account and must instead have a separate error account for any upstairs
trading.

IV. REGULATORY REQUIREMENTS FOR FIRMS APPLYING TO TRADE FROM THE BOOTH

A. Written Procedures and Guidelines

Before NYSE Regulation can permit a member organization to operate its booth premise as an “upstairs”
office pursuant to NYSE Rule 70.40, a member organization must adopt and implement comprehensive
written procedures and guidelines governing the conduct and supervision of business handled in the booth
and staff working in the booth. The NYSE recognizes that written policies and procedures come in many
different forms and can differ significantly from firm to firm, particularly depending on the size of a firm and the
nature of a firm's business. While the NYSE seeks to be flexible, to obtain approval, such procedures should
pay particular attention to the items outlined below, and specify the manner in which the firm will supervise
and surveil for compliance, taking into consideration the specifics of each firm.

In addition, the member organization must demonstrate that it has established a process for the regular
review of such written procedures and guidelines and its compliance therewith. These procedures and their
implementation must be part of a robust regulatory review by the member organization and must provide
proof of adequate regulatory controls over the business. Additionally, these procedures and controls should
be discussed with all relevant firm personnel and trading staff prior to commencing trading and as part of
the annual compliance report required by NYSE Rule 342.30. The written procedures and any subsequent
changes must be reviewed by NYSE Regulation prior their implementation.

In particular, the member organization's internal controls and supervisory procedures must be reasonably
designed to address, at a minimum, the following issues:
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1. Discussion of the member organization's supervisory structure over any business conducted
pursuant to NYSE Rule 70.40, including the firm's supervision of all trading activity pursuant to NYSE
Rule 70.40;

2. Protection against the dissemination of proprietary, confidential information about customer orders
and executions of such orders. If applicable, such protections should extend to information about a
firm's own customers as well as customer information of other firm's. This should be for orders received
on the NYSE floor and executed on either the NYSE or in away markets. If a member organizations
is qualified to do a public business, the procedures should address information barriers that the firm
has implemented to protect against the improper dissemination of customer order and execution
information. That is, the firm's procedures should address how the firm will assure that firm personnel
are neither receiving information about other firm's customer orders, nor are they providing information
to others regarding their own customer orders and executions. The procedures should set forth with
sufficient specificity how the firm will to monitor for such activity and how they will test the efficacy of
their information barriers;

3. Detection and deterrence of potential front running of customer orders. Front running occurs when a
member or a person associated with a member organization executes an order for an account in which
he or she has a direct or indirect interest while in the possession of material non-public information
about a customer order, the execution of which can reasonably be expected to have an immediate
and favorable impact on the member's or associated person's execution. Such conduct is a violation
of NYSE rules and the federal securities laws and can result in Enforcement proceedings and the
imposition of substantial sanctions. The procedures should set forth with sufficient specificity how the
firm will monitor for front running;

4. The procedures should set forth the prohibition against on-floor trading from proprietary accounts.
The procedures should set forth with sufficient specificity how the firm will monitor for on-Floor trading.

5. Communications protocols, including communications via e-mail, instant messaging, or verbal (i.e.,
Crowd activity) and how the firm proposes to monitor communications;

6. Representations that the member organization meets the requisite “upstairs” regulatory requirements
for trading in away markets from the Floor of the Exchange, including relevant registrations or clearing
agreements with other firms that meet membership and registration requirements for trading in away
markets;

7. Compliance with order entry system requirements, including OTS, FESC, and reporting of errors, as
described more fully in Section III below;

8. Compliance with best execution obligations, as well as all applicable SEC, NYSE, and other SRO
rules relating to such trading;

9. Internal discipline procedures for non-compliance with the above-described policies and procedures;

10. Controls, including access to the Floor and workstations located in the booth premises;

11. Books and records, and how the firm proposes to comply with record retention requirements; and

12. Education and training relating to the above procedures, including frequency of such training.

Member organizations will be required to diligently supervise compliance with all relevant procedures relating
to their trading activity. NYSE Regulation will review compliance with these obligations and will rigorously
enforce them through the disciplinary process, as warranted.

To obtain NYSE Regulation approval, member organizations should submit to their Finance
Coordinators a copy of their written supervisory procedures as they relate to the requirements set
forth in this Information Memo. Member organizations do not need to submit their entire written
supervisory procedures. Only those procedures that pertain to using booth premises as an upstairs
office. Due to the importance of the written supervisory procedures in conducting this business,
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member organizations should create holistic procedures specific to this business and should not
rely on fragmented procedures that are dispersed throughout its overall procedures manual. Member
organizations should identify which procedures apply to their “upstairs” business, and if changes
have been made to existing written supervisory procedures, identify those changes.

B. “Upstairs” Regulatory Requirements

Assuming a member organization has developed written policies and procedures that meet the above-
described requirements, the level of trading activity that a member organization can conduct in away markets
from its booth premises will depend on whether the firm has the requisite registrations and qualifications.

1. Existing NASD Member Firms

If an NYSE member organization is already approved as an NASD member firm, such NYSE member
organization already meets the requirements to conduct all trading activity business from its booth premises
that it could conduct from an upstairs office, subject to the requirements described in this Information Memo.
Note that even if such member organization is already a member of NASD, it must continue to meet the
regulatory requirements described in NYSE Regulation Information Memo 07-43, dated May 27, 2007 (copy
attached), concerning conducting a public business on the Floor.

Note further that there may be additional SRO registration and licensing requirements depending on the
nature of the firm's proposed business above NASD membership requirements. For example, if a member
firm wished to execute options or futures contracts, the member firm would be required to comply with
the applicable registration and licensing requirements of the relevant options and futures exchanges and
regulatory authorities. However, a firm may meet these requirements through its relationship with a clearing
firm or executing broker, which may have such registrations.

2. NYSE member organizations that are not currently NASD members

NYSE member organizations that are not currently NASD members (“NYSE-only member organizations”)
currently do not have the requisite registrations and qualifications to engage in upstairs trading activity
from their booth premises. To address this issue, in connection with the regulatory consolidation of NYSE
Regulation's member firm operations and NASD, which has formed FINRA, the NYSE and FINRA have
agreed on a process for NYSE-only member organizations to be eligible to conduct certain upstairs trading
activity from their booth premises, so long as such trading is ancillary to a firm's core Floor business.

Note that the proposed changes to the NYSE and FINRA membership requirements described below
are subject to SEC approval. NYSE-only member organizations will not be eligible to apply for FINRA
membership or engage in the trading described below until the SEC has approved the necessary
membership rule changes.

If the NYSE and FINRA membership proposed rule changes are approved, NYSE-only member organization
would be permitted to trade in away markets, subject to the following limitations:

• NYSE-only member organizations must become members of FINRA: In connection with the
regulatory consolidation, the NYSE has filed with the SEC an amendment to NYSE Rule 2 to
require FINRA membership. In a companion filing, NASD has filed with the SEC amendments to
its membership application procedures to provide for a waive-in process for NYSE-only member
organizations to become FINRA members and to waive any fees associated with such membership
application. Such waive-in process would not require NYSE-only member organizations to meet FINRA
membership requirements, e.g., Series 7, two Series 24, Series 55, etc. As proposed, NYSE-only
member organizations would have a window of time within which to apply for FINRA membership.
Failure to obtain FINRA membership within that window of time would result in a revocation of the firm's
NYSE membership status.
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• Trading Activity Permitted Pursuant to the Waive-in FINRA membership: As proposed, once waived
in as a FINRA member pursuant to the above procedures, former NYSE-only member organizations
would be permitted to continue their current business on the Floor without obtaining any additional
registrations or qualifications. In addition, pursuant to NYSE Rule 70.40, such former NYSE-only
member organizations would be permitted to route away to other markets orders that are ancillary to
their core Floor business, without obtaining any additional registrations or qualifications. Such ancillary
activities would be limited to:

○ Routing orders in NYSE-traded securities to an away market for any reason relating to
the firm's ongoing Floor activity, including regulatory compliance or to meet best-execution
obligations; or

○ Provided that the majority of the transactions effected by the firm are effected on the NYSE
trading Floor, sending to other markets orders in NYSE-traded or non-NYSE-traded securities
and/or futures if such orders relate to hedging positions in NYSE-traded securities or are part of
arbitrage or program trading strategies that include NYSE-traded securities.

Current NYSE-only member organizations should note that if they seek to engage in full upstairs trading
activity from their booth premises, such firms must obtain full FINRA membership, including all the required
FINRA membership requirements. Because such firms will be required to first complete the above-described
waive-in application procedures (subject to SEC approval), once a firm has obtained the Waive-in level of
FINRA membership, a member organization would be permitted to apply for a change in business plan
pursuant to NASD Rule 1017. In such case, a member organization would need to obtain all the requisite

registrations and approvals for full FINRA membership. 3 

3. Other Registration and Licensing Requirements.

In addition to the FINRA requirements, member organizations may be subject to additional SRO registration
and licensing requirements, depending on the nature of the firm's proposed business. For example, if a
member firm wished to execute options or futures contracts, the member firm would be required to comply
with the applicable registration and licensing requirements of the relevant options and futures exchanges and
regulatory authorities. However, a firm may meet such requirements through its use of a qualified clearing
firm or executing broker.

C. Order Entry System Requirements

The operation of the booth premises as an “upstairs” office with the ability to route orders to away markets
from the Floor impacts the NYSE's order entry requirements. The Exchange has amended NYSE Rule 123(e)
(Record of Orders - System Entry Required) to clarify that when operating a booth premise and routing orders
to the Floor, a member organization must enter such order into an electronic system on the Floor (FESC)
immediately upon receipt of the order and prior to representing and executing on the Floor, submitting an e-
Quote to the Display Book system, or routing the order to a Floor broker for execution at the post.

Subject to the requirements set forth in sections A and B above, when routing orders in NYSEtraded
securities to another market center for execution, a member organization must continue to comply with the
requirements of NYSE Rule 132B (Order Tracking Requirements). Note that for orders in NYSE-traded
securities routed to away markets, the provisions of Rule 123(b) pertaining to receipt of orders, and NYSE
Rule 123(f) pertaining to entering reports of order executions in FESC, do not apply.

The Exchange has also amended NYSE Rule 123.10 to clarify that when giving out orders originating on the
Floor, or transmitted to any person other than a member or member organization to members on the Floor,
or when changing or canceling orders previously given, members are required to do so electronically, or in
writing.
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In addition, the Exchange has amended NYSE Rule 123.23 to clarify that if a member organization employs a
vendor system or uses its proprietary systems to record the details of an order or report, the system must be
synchronized with reference to a time source as designated by the Exchange.

Please note that members and member organizations accessing other markets from the Floor will be
responsible for ensuring that they fully comply with the order audit trail requirements of all such markets (e.g.,
compliance with OATS requirements for trading in the Nasdaq market).

Finally, the Exchange has amended Rule 134(d) to make clear that member organizations are prohibited from
processing errors related to transactions on another market center in its Exchange-required error account. If
a member organization trades in away markets, it must follow the applicable rules of the away market center
related to error transactions.

To obtain NYSE Regulation approval, member organizations must document their compliance with
the order entry system requirements described above in the written supervisory procedures.

V. STAFF CONTACTS

General questions about the amended rules and regulatory requirements should be directed to:

Deanna Logan, Director, Office of General Counsel, (212) 656-2389

Clare Saperstein, Director, Market Surveillance, at (212) 656-2355

Questions about installation of systems in booths on the Floor and other operational questions should be
directed to:

Harry Weber, Director, Floor Operations, (212) 656-5157

Questions about registrations and other requirements for operating an “upstairs” office should be directed to:

Brett Kofman, Director, Market Surveillance, (212) 656-2041

Michael Bernardo, Director, Market Surveillance, (212) 656-4735

Your MFR Finance Coordinator

___________________________

Richard Ketchum

Chief Regulatory Officer

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See SEC Release 34-55908 dated June 14, 2007
2  Both the Division of Market Surveillance and NYSE Regulation's former Division of Member Firm

Regulation, which is now part of FINRA, will be responsible for providing such approval.
3  Because the membership issues discussed in this memo remain subject to SEC approval, they are

subject to change. Further guidance regarding FINRA membership requirements for current NYSE-only
member organizations will be addressed in a separate Information Memo.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

239

http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 07-76

Click to open document in a browser

July 23, 2007

   ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, CHIEF FINANCIAL OFFICER,
COMPLIANCE AND LEGAL DEPARTMENTS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: SEC AND NYSE AMENDMENTS CONCERNING SHORT SALE RULES

Introduction

On June 28, 2007, the Securities and Exchange Commission (“SEC” or “Commission”) issued a release

adopting amendments to its rules governing short sales (the “Adopting Release”). 1   Specifically, SEC

amendments eliminate Rule 10a-1 2   under the Securities Exchange Act of 1934 3   (“Exchange Act”).

Additionally, the amendments add Rule 201 of Regulation SHO 4   to provide that no price test, including any
price test by any self-regulatory organization (“SRO”), shall apply to short selling in any security. Rule 200(g)

of Regulation SHO, 5   as amended, removes the requirement that a broker-dealer mark a sell order of an
equity security as “short exempt” if the seller is relying on an exception from Rule 10a-1, or any price test of
any exchange or national securities associations, as this rule is no longer necessary with the elimination of
the price test requirements.

On July 6, 2007 NYSE filed for immediate effectiveness amendments to the following rules to conform
Exchange standards with the SEC amendments: 104 (Dealings by Specialists); 111 (Reports of Executions);
123A (Miscellaneous Reports); 123C (Market on the Close Policy and Expiration Procedures); 421(Periodic
Reports); 440B (Short Sales); 440C (Short Sale Borrowing and Delivery Requirements); 440F (Public Short
Sale Transactions Effected on the Exchange); 440G (Transactions in Stocks and Warrants for the Accounts
of Members, Allied Members and Member Organizations); 902 (Off-Hours Trading Orders); 1000 (Automatic
Execution of Limit Orders Against Orders Reflected in NYSE Published Quotation); and 1003 (Application of

Tick Tests) 6   (see Exhibit A).

Background

Rule 10a-1 was adopted by the Commission as a means to restrict short selling in a declining market. 7

   Rule 10a-1(a) covered short sales in securities, listed on a national securities exchange or admitted to
unlisted securities trading privileges on a national securities exchange if trades of the security are reported
pursuant to an “effective transaction reporting plan,” and information regarding such trades is made available

in accordance with such plan on a real-time basis to vendors of market transaction information. 8   Rule
10a-1(a)(1) provided that, subject to certain exceptions, a listed security may be sold short either at a price

above the price at which the immediately preceding sale was effected (plus tick) 9   or at the last sale price if
it is higher than the last different price (zero-plus tick). These requirements are commonly described as “tick
tests.” Prior to the recent SEC amendments, short sales were not permitted on minus ticks or zero-minus
ticks, subject to narrow exceptions.

In 2004, the Commission adopted Regulation SHO to update short sale regulation in light of numerous market

developments since short sale regulation was first adopted in 1938. 10   Rule 202T of Regulation SHO 11  
established procedures for the Commission to temporarily suspend price tests so that the Commission could

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

240

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P07-76%2909013e2c855b3bec?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


study their utility and effectiveness in connection with short sales. 12   In July 2004, under the authority of
Rule 202T the SEC issued an order to establish a pilot program to suspend for one-year the provisions of
Rule 10a-1(a) and any price test of any exchange or national securities association for short sales of certain

securities. 13   This pilot program, and subsequent extensions, was designed to assist the Commission
in assessing whether changes to current short sale regulations were necessary in light of current market

practices. 14 

In December 2006, the Commission, based on a careful study of the pilot program results and the status
of current price test restrictions, proposed the above-discussed amendments to certain rules governing

short sales. 15   The amendments became effective upon publication in the Federal Register 16   on July 3,
2007 with a July 6, 2007 compliance date. However, note that the SEC has issued a no-action letter to the
American Stock Exchange LLC which states that, based on facts presented and representations made, the
Division of Market Regulation will not recommend enforcement action under Rule 200(g) if an SRO continues
to accept orders marked as “short exempt” for a period of ninety days from the July 6, 2007 compliance date

of the amendments. 17 

Impact on Exchange Rules

As noted above, on July 6, 2007, in order to harmonize its rules with the SEC amendments, NYSE filed for
immediate effectiveness rule amendments to remove all references to rescinded Rule 10a-1, to short sale
price test provisions, and to the “short exempt” marking requirement.

NYSE Rule 440B (Short Sales)

The amendments to NYSE Rule 440B delete in its entirety an Explanatory Note that incorporated by
reference Rule 10a-1 and Rules 200 and 203 of Regulation SHO, as this text no longer reflects the current
regulatory structure resulting from the above-mentioned expiration of Rule 202T and the SEC amendments

that rescind Rule 10a-1 and prohibit any SRO price tests on short sales. 18 

The amendments also delete sections (a) - (c) of Rule 440B to reflect the rescission of Rule 10a-1. Rule
440B(a) imposed restrictions on certain short sales pursuant to Rule 10a-1; Rule 440B(c) suspended
subsection (a) for such time and as to such securities as are designated under the SEC pilot; and Rule
440B(b) restricted short sales by a specialist in which such specialist was registered for his own account or
any other person in reliance upon the exemption provided under Rule 10a-1(e)(5).

With respect to the Supplementary Material of Rule 440B, the amendments delete all references to Rule
10a-1 and its requirements in Rule 440B.10 (which set forth the application of Rule 440B in connection with
Rule 10a-1 and Regulation SHO) and delete the reference to Rule 10a-1 in Rule 440B.11. The amendments
also delete, in their entirety, Rules 440B.12 (which set forth the “place of transaction” requirements in
connection with Rule 10a-1) and 440B.15 (which described prices at which short sales were to be made in
accordance with Rule 10a-1).

Further, the amendments to Rule 440B.13 delete reference to the “short exempt” marking requirement and
delete, in its entirety, Rule 440B.20 which set forth such marking requirement.

The Supplementary Material of Rule 440B has been renumbered to reflect the amendments.

Rule 440C (Short Sale Borrowing and Delivery Requirements)

The amendments to NYSE Rule 440C, which governs borrowing and deliveries against short sales, delete a
provision that incorporated Rule 10a-1 by reference.

Rule 421 (Periodic Reports)
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NYSE Rule 421 requires that member organizations submit to the Exchange periodic reports with respect to
short positions in securities, covering such time period as may be designated by the Exchange. Rule 421.10,
by reference, exempted from this reporting requirement short positions meeting the requirements of Rule
10a-1(e)(1), (6), (7), (8) or (10). Though the amendments to Rule 421.10 delete the reference to these rule
provisions (based on the rescission of Rule 10a-1), the language from the provisions has been added to the
text of Rule 421.10 because it has been deemed appropriate to retain these exceptions to the short sale
reporting requirements.

Other Rules

The amendments to NYSE Rules 104, 111, 123A, 123C, 1000, 1003 delete all references to Rule 10a-1 and
short sale tick tests. Further, the amendments delete references to the “short exempt” marking requirement in
NYSE Rules 440F, 440G and 902.

Any questions regarding this Information Memo may be directed to Anand Ramtahal at (212) 656-5741, Glen
Garofalo at (212) 656-2084, Stephen Kasprzak at (212) 656-5226 or Michael Troha at (212) 656-5639.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Exhibit A

Deletions are [Bracketed]

Rule 104. Dealings by Specialists

(a) - (i) — NO CHANGE.

• • • Supplementary Material: 

Functions of Specialists

.10 Regular specialists Any member who expects to act regularly as specialist in any listed stock and to solicit
orders therein must be registered as a regular specialist.

The function of a member acting as regular specialist on the Floor of the Exchange includes, in addition to
the effective execution of commission orders entrusted to him, the maintenance, in so far as reasonably
practicable, of a fair and orderly market on the Exchange in the stocks in which he is so acting. This is more
specifically set forth in the following:

(1) - (4) - NO CHANGE.

(5)(i)(a) - (b) - NO CHANGE.

(c) Prohibited Transactions

(I) NO CHANGE.

(II) During the last ten minutes of trading, a specialist with a short position in a security is prohibited from
making a sale in such security, [including securities subject to the Regulation SHO Pilot (17 CFR 240.202T),]
that results in a new low price on the Exchange for the day at the time of the specialist's transaction, except
as provided in subparagraphs (5)(i)(a)(II)(b)(i) through (5)(i)(a)(II)(b)(ii) above.

(ii) - (iii) - NO CHANGE.

(6) - (8) - NO CHANGE.

.11 - NO CHANGE.
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.11A Tier 1 and Tier 2 component stock quotations. The function of a member acting as a regular specialist
on the Floor of the Exchange includes the establishment of quotations for the “ESP Service” (as Rule 800
(Basket Trading: Applicability and Definitions) defines that term). In respect of a speciality stock that is a
component stock of a “basket” (as Rule 800 defines that term), the specialist shall, whenever all of the
basket's component stocks listed on the Exchange are open for trading:

(a) NO CHANGE.

(b) upon receiving a “basket execution notice” (as Rule 800 defines that term), assign, take or supply the
component stock at the execution price as follows:

(i) - (iv) - NO CHANGE.

For the purposes of clauses (i) and (ii), if the size of the quotation(s) on the book or in the trading crowd that
are better than or at the execution price indicated in the basket execution notice is not sufficient to take or
supply the requisite number of shares, the specialist shall take or supply the remaining number of shares at
that price. In accordance with paragraph (a) of Rule 800, the rules pertaining to ITS and trading through ITS
shall not apply to the assignment, taking or supplying of stock under this paragraph (b).

The specialist's obligation to assign, take or supply stock under clause (b) above is limited to:

(a) - (b) - NO CHANGE.

The specialist must take or supply stock as necessary to meet these obligations notwithstanding [the tick
tests and] other trading restrictions of this Rule [and Rule 440B (Short Sales)]. In doing so, the specialist is
exempt from the trading restrictions of this Rule.

NO CHANGE.

.11B NO CHANGE.

.11C See paragraph (d)(iv) of Rule 900 (Off-Hours Trading: Applicability and Definitions) in respect of (a) the
impact of Off-Hours Trading on the calculation of stock positions [and (b) the inapplicability of tick tests to
transactions effected through the “Off-Hours Trading Facility” (as Rule 900 defines that term)].

.12 Specialists' Investment Accounts. Under certain circumstances a specialist may assign specialty stocks
to an investment account. Purchases creating or adding to a position in an investment account which are not
reasonably necessary to permit the maintenance of a fair and orderly market or to act as an odd-lot dealer are
not to be made.

In the maintenance of price continuity with reasonable depth, it is commonly desirable for a specialist
to supply stock to the market, even though he may have to sell short to do so, to the extent reasonably
necessary to meet the needs of the market.

A specialist may not effect a transfer of a specialty stock from his dealer account to an investment account if
the transfer would result in creating a short position in the dealer account.

A specialist may not assign to an investment account any specialty stock which was purchased in the
round-lot market on a “plus” or “zero plus” tick. In addition, in order to make such assignment, he must have
maintained, with respect to purchases in that stock, a stabilization rate of at least 75%, measured by the Tick
Test, as defined in Rule 112(d)(3), for the day of purchase, and for the entire calendar week encompassing
that day.

If a “net long” position is created as a result of the maintenance of an investment position in a specialty
stock while a short position exists in the specialist's dealer account, the specialist may not cover such a
short position by purchasing stock in the round-lot market on a “plus” tick. In addition, he must also limit his
purchase to no more than 50% of the stock offered on a “zero plus” tick, and in no event may he purchase the
final 100 shares offered.
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See paragraph (d)(iii) of Rule 900 in respect of (a) the assignment of a specialty security acquired through the
Off-Hours Trading Facility to an investment account and (b) the purchase of securities through the Off-Hours
Trading Facility to cover a short position in a dealer account.

Reporting Requirements

In connection with investment positions in specialty stocks, a specialist shall report to the Exchange,
on such form and in such format as the Exchange may from time to time prescribe, a record of all
transactions effected for investment purposes. The specialist shall also report to the Exchange,
on such form and in such format as the Exchange may from time to time prescribe, a record of all
transactions effected for investment purposes for the account of any person specified in Rule 104.13.

.12A - .24 - NO CHANGE.

*****

Deletions are [Bracketed]

Rule 111. Reports of Executions

(a) NO CHANGE.

Price designations—In recording and reporting such transactions, if a transaction was effected at a price:

(1) - (3) - NO CHANGE.

Symbols to be used in recording and reporting the following types of transactions made by Competitive
Traders:

(1) - (8) - NO CHANGE.

The above symbols should be placed on the form after the price and tick of the stock.

Symbols to be used in recording and reporting opening positions. The position at the opening in a stock is
to be entered in the appropriate column on the form in connection with the first transaction in such stock that
day. It is not necessary to record changes in positions in that stock for the remainder of that day. Indicate
“short” positions with the symbol “S”. Indicate “even” positions with the symbol “O”.

Price, number of shares and time of transaction. The price and the number of shares involved in each round-
lot and odd-lot purchase and sale effected must be reported as nearly as practicable in the sequence in which
the transactions occurred, including the time thereof.

Neutral transactions. A Competitive Trader desiring to exempt neutral transactions for an account in which he
or his member organization has an interest from consideration in the computation of his monthly stabilizing
percentage (1) as provided for under the provisions of Rule 110(g)(2), must report the trade date, number of
shares, and price of the stock upon acquisition, as provided in Form 82-A, and if the acquisition was effected
as a result of a Floor Official's express invitation to participate in a difficult market situation that fact should be
noted by use of the symbol “FO”; (2) as provided for under the provisions of Rule 110(g)(1), must note with
the symbol “NL” that the transaction was effected as part of the initial sale of a newly listed security. Failure
of a Competitive Trader to report the required information regarding neutral transactions may result in the
inclusions of such transaction in the computation of his monthly stabilizing percentage.

Transactions not to be reported. Transactions not effected on the Exchange.

Miscellaneous. Odd-lot on-Floor trading transactions are to be included in the report on Form 82-A.

For the purpose of this report, “short” sales are those defined in the Securities and Exchange Commission's
Regulation 240.3b-3[, but not including any sale exempted by paragraph (e) of Regulation 240.10a-1 of the
Securities and Exchange Commission]. If a portion of a certain sale was “short” and the remainder was “long”,
the number of shares sold “short” and the number of shares sold “long” should be recorded in the appropriate
columns of the form.
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Remainder of Rule - NO CHANGE.

*****

Deletions are [Bracketed]

Rule 123A. Miscellaneous Requirements

• • • Supplementary Material: 

.10 - .65 - NO CHANGE.

Short Sales

.71 Specialists.— A specialist who accepts an order to sell short will be charged with seeing that the order is
executed only when permitted by the rules regarding short selling.

[( See S.E.C. Regulation §240.10a-1.)]

Remainder of Rule - NO CHANGE.

*****

Deletions are [Bracketed]

Rule 123C. Market On The Close Policy And Expiration Procedures

(1) - (3) - NO CHANGE.

(4) Due Diligence Requirements

Before any MOC or LOC order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the “at-the-close” instruction (Rule 405). In addition, an imbalance of orders at or near the close, caused
in part by the entry of such orders, could lead to trading being halted in the security and such orders not
receiving an execution.

Guidelines for halting a security are the same as for mandatory indications at the opening:

LAST SALE
PRICE PRICE CHANGE
Less Than $10 $1
$10 to $99.99 Lesser of 10% or $3
$100 or Over $5

Firms engaging in arbitrage, hedging, block positioning and other types of proprietary trading activity should
keep in mind additional, applicable SEC and New York Stock Exchange regulations such as SEC Rules 9a-2,
[10a-1,] 10b-5, and Exchange Rule 97 as well as the margin and capital rules.

*****

Additions are Underscored

Deletions are [Bracketed]

Rule 421. Periodic Reports

• • • Supplementary Material: 

.10 Short positions.—Member organizations for which the Exchange is the designated examining authority
are required to report “short” positions, including odd lots, in each stock or warrant listed on the Exchange,
and in each other stock or warrant not listed on the Exchange which is not otherwise reported to another
United States securities exchange or securities association, using such automated format and methods as
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prescribed by the Exchange. Such reports must include customer and proprietary positions and must be
made at such times and covering such time period as may be designated by the Exchange.

Member organizations for which the Exchange is not the designated examining authority must report “short”
positions to the self-regulatory organization which is its designated examining authority (“DEA”) if such
DEA has a requirement for such reports. If the DEA does not have such a reporting requirement, then such
member organization must comply with the provisions of Rule 421.

The term “designated examining authority” means the self-regulatory organization which has been assigned
responsibility for examining a member organization for compliance with applicable financial responsibility
rules. (See Rule 17d-1 under the Securities Exchange Act of 1934 (the “Exchange Act”).)

“Short” positions to be reported are those resulting from “short” sales as defined in Rule 200 (a) of the
Securities and Exchange Commission's Regulation SHO, but excluding positions that meet the following
requirements:

(1) any sale by any person, for an account in which he has an interest, if such person owns the security
sold and intends to deliver such security as soon as is possible without undue inconvenience or
expense;

(2) any sale of a security covered by a short sale rule on a national securities exchange (except a
sale to a stabilizing bid complying with Rule 104) of Regulation M effected with the approval of such
exchange which is necessary to equalize the price of such security thereon with the current price of
such security on another national securities exchange which is the principal exchange market for such
security;

(3) any sale of a security for a special arbitrage account by a person who then owns another security
by virtue of which he is, or presently will be, entitled to acquire an equivalent number of securities of
the same class as the securities sold; provided such sale, or the purchase with such sale offsets, is
effected for the bona fide purpose of profiting from a current difference between the price of security
sold and the security owned and that such right of acquisition was originally attached to or represented
by another security or was issued to all the holders of any such of securities of the issuer;

(4) any sale of a security registered on, or admitted to unlisted trading privileges on, a national
securities exchange effected for a special international arbitrage account for the bona fide purpose of
profiting from a current difference between the price of such security on a securities market not within
or subject to the jurisdiction of the United States and on a securities market subject to the jurisdiction
of the United States; provided the seller at the time of such sale knows or, by virtue of information
currently received, has reasonable grounds to believe that an offer enabling him to cover such sale is
then available to him such foreign securities market and intends to accept such offer immediately; and

(5) any sale by an underwriter, or any member of a syndicate or group participating in the distribution
of a security, in connection with an over-allotment of securities, or any lay-off sale by such a person in
connection with a distribution of securities through rights or a standby underwriting commitment.

[resulting from sales specified in clauses (1), (6), (7), (8), and (10) of paragraph (e) of Rule 10a-1 under the
Exchange Act]. Also to be excluded are “short” positions carried for other member organizations reporting for
themselves.

Only one report should be made for each stock or warrant in which there is a short position. If more than one
“account” has a short position in the same stock or warrant, the combined aggregate should be reported.

NOTE: A member organization which does not carry customers' margin accounts and does not clear its own
transactions may obtain an exemption from reporting by notifying the Exchange in writing.

.20 - .50 - NO CHANGE.

*****
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Additions are Underscored

Deletions are [Bracketed]

Rule 440B. Short Sales

Short Sales

[Explanatory Note re Rule 440B: On June 23, 2004, the Securities and Exchange Commission (“SEC”)
adopted new Regulation SHO—Regulation of Short Sales (“Regulation SHO”), under the Securities
Exchange Act of 1934 (“Exchange Act””). The Commission action also rescinded Rules 3b-3 (“Definition of
Short Sale”), and 10a-2 (“Requirements for Covering Purchases”) and replaced them with new Regulation
SHO Rules 200 (“Definition of Short Sale and Marking Requirements”) and 203 (“Borrowing and Delivery
Requirements”). In addition, the SEC amended Rule 10a-1 (“Short Sale”) to remove those sections of the rule
that are now part of Regulation SHO.

Regulation SHO includes new Rule 202T, which provides procedures for the SEC to temporarily suspend the
application of the tick test and any short sale price test of any exchange or national securities association for
securities the Commission designates by order. Concurrently with the adoption of Regulation SHO, the SEC
issued the Pilot Order, as amended, suspending the provisions of the NYSE tick test and any self-regulatory
organization (“SRO”) price test for short sales in: (1) certain “designated securities” (identified in Appendix A
of the Pilot Order); (2) any security included in the Russell 1000 index effected between 4:15 p.m. EST and
the open of the consolidated tape on the following day; and (3) any other security effected between the close
of the consolidated tape (i.e., 8:00 p.m. EST) and the open of the tape on the following day. (Exchange Act
Release No. 50104 (July 28, 2004), 69 Fed. Reg. 48032 (August 6, 2004) (“Pilot Order”). The Pilot was reset
on November 29, 2004 (Exchange Act Release No. 50747 (November 29, 2004)) to commence on May 2,
2005 and end on April 28, 2006 (“Second Pilot Order”).

The Exchange incorporates by reference Rule 10a-1 (17 CFR 240.10a-1) and Rules 200 (17 CFR 242.200),
and 203 (17 CFR 242.203) of Regulation SHO, to Exchange Rule 440B, as if they were fully set forth herein.

Regulation SHO Rules 200, 202T and 203, as well as amendments to Rule 10a-1, are effective September 7,
2004. The compliance date for Rules 200 and 203 is January 3, 2005, with Rule 202T set to expire on August
6, 2007. The Second Pilot Order has been established for a one-year period—commencing on May 2, 2005
and terminating on April 28, 2006.]

[440B. (a) Pursuant to the authority granted by Rule 10a-1(a)(2), under the Exchange Act, no member shall,
for his own account or for the account of any other person, effect on the Exchange a short sale of any security
(i) below the price at which the last sale thereof, regular way, was effected on the Exchange, or (ii) at such
price unless such price is above the next preceding different price at which a sale of such security, regular
way, was effected on the Exchange.

440B. (b) No specialist shall effect on the Exchange a short sale of any security in which such specialist is
registered for his own account or for the account of any other person in reliance upon the exemption afforded
by paragraph (e)(5) of Rule 10a-1 under the Exchange Act, as amended.

440B. (c) Paragraph (a) set forth above, is suspended for such time and as to such securities as are
designated in the SEC Order Suspending the Operation of Short Sale Price Provisions for Designated
Securities and Time Period (“Pilot Order”) (Exchange Act Release No. 50104 (July 28, 2004)), as amended
by the SEC Order Delaying Pilot Period for Suspension of the Operation of Short Sale Price Provisions
(“Second Pilot Order”) (Exchange Act Release No. 50747 (November 29, 2004)), including any further orders
affecting the Pilot's operation.]

• • • Supplementary Material: 

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

247

http://researchhelp.cch.com/License_Agreement.htm


.10 General rule.—The discussion of short selling regulations in the Supplementary Material of this rule
relates to all trades in listed securities, whenever they occur, including in the after-hours market and after
a [23] consolidated transaction reporting system (e.g., the “consolidated tape” of the Consolidated Tape
Association) ceases to operate. Members and member organizations also should familiarize themselves with
the provisions of [Rule 10a-1, as amended, and] Regulation SHO, under the Exchange Act.

[In general, Rule 10a-1, under the Exchange Act, prohibits any “short sale” of any security, except those
noted in Exchange Rule 440B(c), if trades in such security are reported on a real-time basis pursuant to a
consolidated transaction reporting system (a “consolidated system”): (i) below the price at which the last
sale thereof, regular way, was reported in such consolidated system, or (ii) at such price unless such price
is above the next preceding different price at which a sale of such security, regular way, was reported in a
consolidated system. However, any exchange, by rule, may base the permissibility of short sales on the last
sale, regular way, effected on such exchange rather than the last sale, regular way reported pursuant to the
consolidated system. The Exchange has adopted Rule 440B to base the permissibility of short sales on the
last sale, regular way, effected on the Exchange.]

A “short sale” means any sale of a security, which the seller does not own or any sale that is consummated
by the delivery of a security borrowed by, or for the account of, the seller. (See .14 below, which refers to
Regulation SHO, Rule 200(b)-(f) to determine ownership of securities).

[Certain additional transactions are exempted by paragraph (e) of Rule 10a-1, under the Exchange Act, and
the Commission is authorized to grant other exemptions under paragraph (f) of Rule 10a-1.]

[Rule 10a-1 and Regulation SHO, under the Exchange Act, and Rule 440B apply to short sales of odd-lots
as well as to short sales of round lots (except as to transactions exempted under paragraph (e) or (f) of the
Rule). Consequently, no short sale of a stock in an amount less than the unit of trading shall be effected on
the Exchange unless such sale is based upon a sale, in the unit of trading, the price of which (1) is higher
than the price of the last “regular way” sale on the Exchange of such stock in the unit of trading or (2) is the
same as the price of such last sale and such price was higher than the last different price of a “regular way”
sale on the Exchange of such stock in the unit of trading.]

[By virtue of Regulation SHO and Rule 10a-1(a)(2) a short sale in violation of Rule 440B is a short sale in
violation of a rule or regulation under the Exchange Act. Consequently, any person, including any member or
any customer, who effects for his own account or for any other account any “short sale” in violation of Rule
440B and 440C may be guilty of a criminal offense.]

.11 Securities subject to the rules.—Regulation SHO Rules 200 and 203[, and Rule 10a-1, under the
Exchange Act,] apply, generally, to all equity securities, other than U.S. Government or municipal securities
and except those noted in Exchange Rule 440B(c).

[.12 Place of transaction.—Rule 10a-1 applies to any short sale of any equity security, except those noted
in Exchange Rule 440B(c), whether that sale takes place on an exchange or in the over-the-counter market.
Rule 440B which has been adopted by the Exchange pursuant to paragraphs (a)(2) and (e)(5) of Rule 10a-1,
which applies only to short sales effected on the Exchange, Exchange-listed securities transactions effected
after the close of the consolidated tape, and Exchange-listed securities transactions, which have been agreed
to in the US, regardless of where the transaction is executed or “booked.”.]

[.13] .12 Marking of orders: customer's written agreement regarding designation of sell orders.—Every sell
order (including odd lots) in a security subject to the rule, which is executed on any exchange or by means of
any instrumentality of interstate commerce, whether originated or handled by a member, must be marked to
indicate whether it is “long”[,] or “short .” [or “short exempt”.] The abbreviation “LS”[,] or “SS” [or “SSE”] may
be used. A member (including any Floor broker) or any employee of a member organization may mark an
order “long” only if (1) the seller is deemed to own the security being sold pursuant to Regulation SHO, Rule
200(a)-(f), under the Exchange Act and either: (i) the security to be delivered is in the physical possession
or control of the broker or dealer; or (ii) it is reasonably expected that the security will be in the physical
possession or control of the broker or dealer no later than the settlement of the transaction.
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[.14] .13 - NO CHANGE.

[.15 Price at which short sales may be made on the Exchange.—(Note: All sales and prices referred to in
this Paragraph .15, relate to sales and prices on the Exchange, and do not apply to those short sales noted
in Exchange Rule 440B(c).) A short sale may not be made below the price of the last regular way sale, but
may be made at the price of the last regular way sale, provided that the previous different regular way sale
price was lower than the price of the last sale, irrespective of whether such prices were established on the
same day or some earlier day. If the previous different price was higher than the price of the last sale, a short
sale may be made only at a price which is higher than the price of the last sale. Therefore, a member with an
order to sell short must ascertain the price of the last regular way sale and (unless the bid is above the price
of such last sale) also the previous different regular way price, regardless of when the transactions occurred,
in order to determine the price at which a short sale may be made. A member with an order to sell 500 shares
short may either sell the entire quantity in one lot at a price permitted by the rule, or sell 500 shares in smaller
lots at such price, provided no intervening sales occur which change the price basis as above described. In
determining the price at which a short sale may be effected after a security goes ex-dividend, ex-right, or ex-
any other distribution, all sales prices prior to the “ex” date may be reduced by the value of such distribution;
i.e., the value of a dividend, right or other distribution may be deducted from all last sale prices made in
securities prior to the “ex” date to determine the price at which a short sale in such “ex” securities may be
effected.

When a security is dealt in on two or more national securities exchanges, or on one or more national
securities exchanges and in the over-the-counter market, the controlling price as to short sales on the
Exchange is always the last regular way sale price on the Exchange, but the controlling price on any other
national securities exchange on which the security is dealt may be the price at which the last sale thereof,
regular way, was reported in the consolidated transaction reporting system or the price at which the last
sale thereof, regular way, was effected on such exchange, depending upon whether last sale prices of the
security involved are reported in such consolidated transaction reporting system on a real-time basis and
whether the other national securities exchange has adopted the rule permitted by Rule 10a-1(a)(2). The
controlling price as to short sales effected in the over-the-counter market of securities subject to the short
selling rules shall, if last sale prices in such security are reported pursuant to the consolidated transaction
reporting system on a real-time basis, be the price at which the last sale thereof, regular way, was reported
in such consolidated transaction reporting system. The Exchange's last sale price test applies to all trades in
listed securities, whenever they occur, including in the after-hours market and after a consolidated transaction
reporting system, such as the consolidated tape, ceases to operate. After the consolidated system ceases to
operate, the last sale price test prevents any person from effecting a short sale at a price that is lower than
the last sale reported to the consolidated system.]

Initial sale may be short sale.—An interpretation has been made by the Staff of the Securities and Exchange
Commission that the initial sale of a security newly listed on the Exchange may be a short sale. [Subsequent
sales on the Exchange at the same price may also be short sales provided there is no intervening transaction
on the Exchange at a different price. Once a transaction on the Exchange at a different price takes place the
regular operation of the short selling rules becomes effective.]

[The price at which short sales may be made under the rules are determined by the minimum variation
permitted; e.g., if a bond is dealt in at variations of 1/32 or, for stocks 0.01, the last sale having been 100 and
the previous different price 100 2/32 or, for stocks 100.10, a short sale may be made at or above 100 1/32 or,
for stocks 100.01.]

[.16] .14 - NO CHANGE.

[.17] .15 - NO CHANGE.

[.18] .16 - NO CHANGE.

[.19] .18 - NO CHANGE.
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[.20 “Short-exempt” sell orders.—A short sale order shall be marked “short exempt” if the seller is relying
on an exception from the tick test of Rule 10a-1, or any short sale price test of any exchange or national
securities association, or in accordance with Rule 200 to Regulation SHO.

In addition, the Exchange understands that it is appropriate for a member to mark as “short exempt” any
short selling order which properly comes within the provisions of clause (3), (4), (5), (6), (7), (8), (9), or (10) of
paragraph (e) of Rule 10a-1.

When members or member organizations transmit for execution sell orders which are originated by their
customers or themselves and which are entitled to the exemption provided in clause (3), (4), (5), (6), (7),
(8), (9), or (10) of paragraph (e) of Rule 10a-1, such members and organizations must make a record of the
clause which is applicable to each such order, and should preserve such record consistent with Rules 17a-3
and 17a-4, under the Exchange Act.]

*****

Deletions are [Bracketed]

Rule 440C. Short Sale Borrowing and Delivery Requirements

Borrowing and deliveries shall be effected in accordance with Rule 203 of Regulation SHO, under the
Exchange Act.

The Exchange incorporates by reference [Rule 10a-1 (17 CFR 240.10a-1) and] Rules 200 (17 CFR 242.200),
and 203 (17 CFR 242.203) of Regulation SHO, to Exchange Rule 440C, as if they were fully set forth herein.

*****

Additions are Underscored

Deletions are [Bracketed]

Rule 440F. Public Short Sale Transactions Effected on the Exchange

• • • Supplementary Material: 

Reports on Form SS20

.10 Requirements for filing. - NO CHANGE.

General Instructions.—

(1) - (2) - NO CHANGE.

[(3) Exclude short-exempt sales, except for short-exempt sales in securities subject to the SEC's Pilot Order
(SEA Release No. 34-50104)(July 28, 2004), as amended by the SEC's Second Pilot Order (SEA Release
No. 34-50747)(November 29, 2004), and any subsequent orders.]

[(4)] (3) Exclude transactions in rights.

[(5)] 4 If there are no reportable transactions for a specific week, a form should be filed marked “None”.

[(6)] 5 File this report with Credit Regulation Department, via the New York Stock Exchange's Electronic Filing
Platform (“EFP”), as soon as possible, but not later than 12:00 noon on the Friday of the week following the
week covered by the report.

[(7)] 6 Inquiries should be addressed to Credit Regulation Department, telephone 212-656-8572.

[(8)] 7 Reserved.

Specific Instructions.—

(1) NO CHANGE.
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(2) Short sales for hedging accounts and short sales executed as such for arbitrage accounts should be
included. [Sales made on a “short-exempt” basis for arbitrage accounts should not be included.]

(3) NO CHANGE.

*****

Additions are Underscored

Deletions are [Bracketed]

Rule 440G. Transactions in Stocks and Warrants for the Accounts of Members, Allied Members and Member
Organizations

• • • Supplementary Material: 

.10 - NO CHANGE.

Instructions.—

(1) - (8) - NO CHANGE.

[(9) Short-exempt sales are to be included with total sales only. Solely for purposes of Rule 440G and Form
121, “short-exempt sales” in securities subject to the SEC's Pilot Order (SEA Release 34-50104)(July 28,
2004), as amended by the SEC's Second Pilot Order (SEA Release 34-50747)(November 29, 2004), and any
subsequent orders, are to be included with short sales on Form 121.]

[(10)] (9) Transactions are to be classified into one of the following three categories

(a) - (c) - NO CHANGE.

[(11)] (10) If a reporting member or member organization does not have reportable transactions during a
given week, a Form 121 report should be filed marked “No transactions”.

[(12)](11) The Member Firm Regulation Division will consider written requests for exemption from filing
REGULAR weekly reports on Form 121. Exemption may be granted for a period of time not to exceed
one year, renewable annually if the applicant does not expect to have any, or expects to have only an
occasional, reportable transaction during this time. THE EXEMPTION, WHEN GRANTED, IS FROM FILING
REGULARLY EACH WEEK AND, IF DURING THE EXEMPTION PERIOD A REPORTABLE TRANSACTION
IS EFFECTED. A FORM 121 REPORT, FOR THE WEEK IN WHICH THE TRANSACTION(S) TOOK PLACE,
MUST BE FILED IMMEDIATELY.

[(13)] 12 File this report with the Credit Regulation Department, via the New York Stock Exchange's Electronic
Filing Platform ( “EFP”) as soon as possible but not later than 12:00 noon on the Friday following the week
covered by the report.

(14)(13) Inquiries should be addressed to the Credit Regulation Department, telephone 212-656-8572.

(15) NO CHANGE.

*****

Deletions are [Bracketed]

Rule 902. Off-Hours Trading Orders

(f) Marking of Sell Orders

Members and member organizations shall mark all sell orders as “long” [or “short exempt”,] as appropriate.

*****

Deletions are [Bracketed]
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Rule 1000. Automatic Execution of Limit Orders Against Orders Reflected in NYSE Published Quotation

Maximum Order Size for Automatic Executions

(a) - (c) - NO CHANGE.

(d)(i) - (iii)(B) - NO CHANGE.

(C) During a sweep, sell short orders, [other than those involving Regulation SHO pilot securities pursuant to
17 CFR 200, et. al,] must comply with the conditions outlined in [the SEC's Short Sale Rule, Rule 10a-1 and]
Exchange Rule 440B.

(iv) NO CHANGE.

• • • Supplementary Material 

.10(P) - NO CHANGE.

*****

Deletions are [Bracketed]

Rule 1003. Application of Tick Tests

If a transaction has been agreed upon in the auction market, and an automatic execution is reported at a
different price before the auction market transaction is reported, any tick test applicable to such auction
market transaction shall be based on the last reported trade on the Exchange prior to such automatic
execution[, [except that this provision does not apply to any security that is part of the Securities and
Exchange Commission's Regulation SHO Pilot].

*****

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Exchange Act Release No. 55970 (June 28, 2007), 72 FR 36348 (July 3, 2007) ("Adopting
Release").

2  17 CFR § 240.10a-1.
3  15 U.S.C. § 78a et seq.
4  17 CFR § 242.201.
5  17 CFR § 242.200(g).
6  See SR-NYSE-2007-62.
7  See Exchange Act Release No. 1548 (Jan. 24, 1938), 3 FR 213 (January 26, 1938).
8  Rule 10a-1 uses the term "effective transaction reporting plan" as defined in Rule 600 of Regulation

NMS (17 CFR 242.600) under the Exchange Act. See 17 CFR 240.10a-1(a)(1)(i).
9  The last sale price is the price reported pursuant to an effective transaction reporting plan, i.e., the

consolidated tape, or to the last sale price reported in a particular marketplace. Under Rule 10a-1,
the Commission gives market centers the choice of measuring the tick of the last trade based on
executions solely on their own exchange rather than those reported to the consolidated tape. See 17
CFR 240.10a-1(a)(2).
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10  See Exchange Act Release No. 50103 (July 28, 2004), 69 FR 48008, 48012-48013 (August 6, 2004)
("Regulation SHO Adopting Release").

11  17 CFR § 242.202T.
12  See Exchange Act Release No. 53684 (April 20, 2006) (which states Temporary Rule 202T expires

August 6, 2007).
13  See Exchange Act Release No. 50104 (July 28, 2004), 69 FR 48032 (August 6, 2004).
14  The Commission rescheduled the pilot program to commence on May 2, 2005 and terminate on April

28, 2006. See Exchange Act Release No. 50747 (November 29, 2004), 69 FR 70480 (December 6,
2004); see also NYSE Information Memos 04-64 (December 22, 2004) and 05-30 (April 27, 2005) which
explains the establishment of the second pilot Order.

15  See Adopting Release, footnote 6 which clarifies that the amendments affect price tests and related
marking requirements only.

16  See Exchange Act Release No. 72 FR 36348 (July 3, 2007).
17  See Letter from Josephine Tao, Assistant Director, Division of Market Regulation, SEC to Jeffrey P.

Burns, Vice President and Associate General Counsel, American Stock Exchange LLC dated July 2,
2007, available at: http://www.sec.gov/divisions/marketreg/mr-noaction/2007/amex070207-sho.pdf;
see also Letter from Josephine Tao, Assistant Director, Division of Market Regulation, SEC to Ira
Hammerman, Sr. Managing Director and General Counsel, Securities Industry and Financial Markets
Association, dated July 2, 2007, available at, http://www.sec.gov/divisions/marketreg/mrnoaction/2007/
sifma070207-sho.pdf (which states that based on the representations and facts made, the Division
of Market Regulation will not recommend enforcement action under Rule 200(g) if a broker-dealer
marks a short order "short exempt", rather than "short," for a period of ninety days after the July 6, 2007
compliance date of the amendment to Rule 200(g) subject to specified conditions).

18  The Explanatory Note generally described changes to short sale regulation and implementation dates.
Specifically, the Explanatory Note explained the tick test under Rule 10a-1, incorporated the pilot
program orders issued under Regulation SHO by the SEC, which suspended the NYSE tick test and any
SRO price test for designated securities.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 07-75

Click to open document in a browser

July 23, 2007

   NYSE Regulation

Member Firm Regulation

NYSE Regulation, Inc. | 20 Broad Street

New York, NY 10005

nyse.com

ATTENTION: CHIEF EXECUTIVE OFFICER, FINANCIAL & OPERATIONS OFFICER, MANAGING
PARTNERS, CREDIT AND MARGIN DEPARTMENTS, COMPLIANCE AND LEGAL DEPARTMENTS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: PORTFOLIO MARGINING SUITABILITY

In connection with the recent amendments to NYSE Rule 431 governing Portfolio Margining, 1   the attention
of member organizations is directed to the need for care in the determination of suitability for the use of
such accounts by individual investors and small institutional clients. This Information Memo will raise certain
considerations which may guide this process.

Background

On December 18, 2006, the SEC approved 2   amendments to Rule 431 expanding the application of a
prescribed risk-based margin requirement (“Portfolio Margin”) to include all equity-based securities, futures
and derivatives as an alternative to strategy-based margin requirements.

Portfolio Margining enables member organizations to calculate a customer's margin requirement by using a
portfolio-stressing technique rather than a strategy-based approach. Such a technique more appropriately
recognizes the risks in a diversified portfolio. By utilizing a more risk-based approach to determine initial and
maintenance margin requirements, the broker-dealer can provide additional leverage to customers creating
the possibility of increased activity using existing portfolio assets. This also creates certain responsibilities
for the member organization. Among these responsibilities is the need to determine the suitability of a given
customer for the establishment of a Portfolio Margin account.

Suitability Concerns

At the outset, in order to be eligible for Portfolio Margin, customers 3   must be approved for writing uncovered

options. 4   While this may limit the availability of Portfolio Margin for many customers, 5   even persons
and entities thus qualified must be affirmatively determined to be suitable for such an account. This will
necessarily entail a review of the customer's ability to absorb losses in excess of the necessary collateral, and
must also reflect the customer's stated investment objectives.

The foundation of this process is a determination that the prospective customer fully understands the terms
and procedures governing the Portfolio Margin account. To this end, several SROs have created a Sample

Portfolio Margining Risk Disclosure Statement and Acknowledgement. 6   This document must be provided to
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customers, and the Acknowledgement must be obtained, prior to the initial transaction in a Portfolio Margin

account. 7 

Questions concerning this Information Memorandum may be directed to Thomas Drogan at (212) 656-5412
or Gregory Taylor at (212) 656-2920.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See NYSE Information Memo 07-71 (July 16, 2007), reporting a one year extension in the Portfolio
Margin Pilot Program, as reflected in SR-NYSE-2007-56 (June 28, 2007). See also Release No.
34-54918 (December 12, 2006) 71 FR 75790 (December 18, 2006)(SR-NYSE-2006-13) and NYSE
Information Memo 06-86, dated December 21, 2006.

2  See Release No. 34-52031 (July 14, 2005) 70 FR 42130 (July 21, 2005)(SR-NYSE-2002-19 and NYSE
Information Memo 05-56, dated August 18, 2005.

3  In the context of this Information Memo, we will be excluding customers which are registered broker-
dealers and/or members of a national futures exchange.

4  See NYSE Rule 721(e). Accounts to be subject to Portfolio Margin must be so qualified even if the
customer has no intention of effecting transactions in uncovered options.

5  For considerations bearing on the utility of dollar suitability thresholds in the context of a sophisticated
financial product, see SEC Release No. 33-8766 (December 27, 2006).

6  See NYSE Information Memo 07-27, dated March 19, 2007.
7  See NYSE Rule 431(g) and Rule 726(d).
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Number 07-74

Click to open document in a browser

July 20, 2007

   Market Surveillance

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NYSE RULE 92 AMENDMENT - SPECIALIST AFTER HOURS TRADING

I. Purpose

The purpose of this Information Memo is to advise members and member organizations that the NYSE has
filed for immediate effectiveness with the SEC an amendment to NYSE Rule 92 to permit specialists to effect
dealer trades in the after market in any security in which the specialist is registered, notwithstanding any open
customer orders on the Display Book.

II. Background

Historically, the restrictions in NYSE Rule 92 generally prohibited members or member organizations from
entering proprietary orders ahead of, or along with, known customer orders that are executable at the same
price as the proprietary order. Because the rule is not limited to the regular trading session, it prohibits,
with certain exceptions, specialists from effecting dealer trades after hours in any security in which they are
registered while they are holding unexecuted customer orders on their Book that could be executed at the
same price as the specialist's proposed dealer trade (e.g., good-til-canceled orders).

The NYSE recognizes that these restrictions can inhibit the specialist in effectively managing their trading
risks, particularly when specialists are trading for the purpose of hedging their risk and/or bringing their dealer
or investment account positions into parity with trading in away markets.

III. Amendment to NYSE Rule 92

To address these limitations, the NYSE has amended NYSE Rule 92 by adding an exemption to permit
specialists to trade for their proprietary accounts after regular trading hours, notwithstanding that they have
unexecuted customer orders in their possession that could be executed at the same prices as the proprietary
trades.

In particular, the amendment adds subsection 92(d)(6), which permits specialists to trade for their dealer
accounts after the close of regular trading hours even though there may be unexecuted customer orders
(e.g., Good-til-Canceled limit orders) in the NYSE Display Book for that specialty stock. Under the rule
change, the new NYSE Rule 92(d)(6) exemption period begins after the NYSE crossing sessions have ended
(for equities, normally 6:30 p.m., Eastern Time). If the regular NYSE trading session closes at a time other
than 4:00 p.m., the exemption period would begin two-and-one-half hours after the close of the regular trading
session. The exemption period ends 15 minutes before the security opens on the NYSE, which, except for
StreetTRACKS Gold Shares, would be 9:15 a.m., Eastern Time (the exemption period for Gold Shares would
end at 8:05 a.m.).

IV. Supervision

Member organizations are reminded that they must have adequate policies, procedures, and written
supervisory procedures to detect and deter potential violations of the rule as described in this Memorandum.
Failure to have adequate procedures in place or to have an adequate supervisory system in place may result
in disciplinary action.
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V. Staff Contacts

Questions regarding this Information Memo should be directed as follows:

Daniel M. Labovitz, Managing Director, Market Surveillance (212-656-2081) Clare F. Saperstein, Director,
Market Surveillance (212-656-2355)

Questions may also be directed to OFSU via the White Phone or in person at their booth in the EBR.
Questions that are not time sensitive may also be submitted to Ask Market Surveillance. (For information
about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3, which was issued on
January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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July 20, 2007

  
NYSE Regulation, Inc. | 11 Wall Street

New York, NY 10005

nyse.com
 NYSE Regulation

Market Surveillance

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Trading of The Bear Stearns Companies Inc. BearLinxSM Alerian MLP Select Index ETN

Trading in a new product, the BearLinx SM Alerian MLP Select Index ETN (symbol: BSR) (the “Notes”) issued
by Bear Stearns Companies Inc. (“Bear Stearns”) linked to the performance of the Alerian MLP Select Index
(the “Index”), will begin on the NYSE on July 20, 2007.

The purpose of this memorandum is to outline various rules and policies that will be applicable to trading in
this new product, including certain exemptive, interpretive and no-action positions taken by the Securities and
Exchange Commission (“SEC”), as well as to highlight the characteristics and risk of the Notes. For a more
complete description of the Notes , consult the prospectus used in connection with the offering of the Notes
(“Prospectus”).

Description of the Notes

The Notes are linked to the performance of the Index. The Index measures the composite performance
of energy-oriented Master Limited Partnerships (“MLPs”), and is calculated by Standard & Poor's (the
“Sponsor”) using a float-adjusted, market capitalization-weighted methodology. The Index is disseminated
real-time on a price return basis and is listed on the Chicago Mercantile Exchange under the ticker symbol
“AMZS”.

The Notes will be denominated in U.S. dollars. Each Note will be issued in minimum denominations to be
determined by the Calculation Agent based upon the quotient of (1) the arithmetic mean of the sum for each
Index component of the products of (i) the volume-weighted average price of that Index component and (ii)
the published share weighting of that Index component, each measured daily over a specified period of Index
business days following the closing date (the “Initial Measurement Period”) in accordance with the following
schedule (the “VWAP Schedule”), divided by (2) the product of the Index Divisor (representing the divisor
used by the sponsor to calculate the level of the Index on any given date) and the number ten:

Aggregate Size of the Issuance Initial Measurement Period
   

Less than $200 Million 6 Index Business Days

The Notes are not principal protected.

The Notes will pay a coupon on a monthly basis in an amount per Note equal to the difference between the
gross cash dividends from the MLPs in the Index attributable to the Notes (adjusted for the relative weightings
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within the Index) in the prior month less a tracking fee. To the extent the gross cash dividends for any monthly
period would be less than the tracking fee, no coupon will be paid, and the difference between the tracking
fee and the gross cash dividends in such month will be added to the tracking fee for the following month.

On the maturity date, the holders will receive the Cash Settlement Amount, an amount per Note equal to (i)
the principal amount multiplied by the Index Ratio minus (ii) the accrued tracking fee, if any, where:

• “Index Ratio” means the Final VWAP Level divided by the Initial VWAP Level;

• “Initial VWAP Level” means the arithmetic mean of the VWAP Levels measured on each Index
Business Day during the initial measurement period set in accordance with the VWAP Schedule above,
as determined by the Calculation Agent;

• “Final VWAP Level” means the arithmetic mean of the VWAP Levels measured over a period of
five Index Business Days from and including the Calculation Date (expected to be July 9, 2027), as
determined by the Calculation Agent; and

• “VWAP Level,” means, as of any date of determination and with respect to the Index, an amount
equal to the quotient of (1) the arithmetic mean of the sum for each MLP in the Index of the products
of (i) the volume weighted-average price of that MLP as of such date and (ii) the published share
weighting of that MLP as of such date, divided by (2) the Index Divisor as of such date, as determined
by the Calculation Agent.

The Notes may be redeemed as of the last business day of each week during the term of the Notes. Upon
redemption, the holder will receive a payment in U.S. dollars equal to the Cash Settlement Amount minus a
redemption fee and plus a coupon payment, if any. The Notes may be redeemed only in amounts of 75,000
Notes or more, subject to adjustment by the Calculation Agent.

Risk Factors Related to Investing in the Notes

The Notes are unsecured promises of Bear Stearns Companies Inc. and are not secured debt. The Notes
are riskier than ordinary unsecured debt securities. As stated in the Prospectus, an investment in the Notes
includes certain risks including, but not limited to, the following:

• The Notes are not principal protected. At maturity or upon redemption, the Notes may pay less than
the principal amount.

• Even if the Final VWAP Level is greater than the Initial VWAP Level, the holders may receive less
than the principal amount of their Notes.

• The holders will not benefit from any increase in the VWAP Level if such increase is not reflected in
the VWAP Level as it is calculated during the Final Measurement Period.

• There are restrictions on the minimum number of Notes holders may redeem and on the dates on
which they may redeem them.

• Holders are not guaranteed a coupon payment.

• Holders must rely on their own evaluation of the merits of an investment linked to the Index.

• Because the treatment of the Notes is uncertain, the material U.S. federal income tax consequences
of an investment in the Notes are uncertain.

• Energy MLP market risks may affect the trading value of the Notes and the amount holders will
receive at maturity.

• The historical performance of the Index is not an indication of the future performance of the Index.

• The liquidity of the market for the Notes may vary materially over time.
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• The price at which holders will be able to sell Notes on the secondary market prior to maturity will
depend on a number of factors, and may be substantially less than the amount they had originally
invested.

• Suspensions or disruptions of market trading in the securities markets may adversely affect the Cash
Settlement Amount and/or the market value of the Notes.

• Holders have no partnerships rights or rights to receive any securities.

• Bear Stearns and the Calculation Agent are affiliates, which could result in a conflict of interest with
the holders.

• Changes that affect the calculation of the Index will affect the value of the Notes and the amount
holders will receive at maturity.

• The Sponsor may change the Index components in a way that adversely affects the level of the Index
and/or the Final VWAP Level and consequently the value of the Notes.

• Bear Stearns cannot control actions by any of the Index components.

• Bear Stearns and its affiliates have no affiliation with the Sponsor and are not responsible for its public
disclosure of information.

• Trading and other transactions by Bear Stearns or its affiliates could affect the prices of the Index
components, the level of the Index, the trading value of the Notes or the Cash Settlement Amount.

• Research reports and other transactions may create conflicts of interest between Bear Stearns and
holders.

• The Cash Settlement Amount holders receive on the Notes may be delayed or reduced upon the
occurrence of a certain events.

Exchange Rules Applicable to the Trading of the Notes

The Notes are considered “securities” under Exchange Rule 3 and are subject to all applicable trading rules.

Hours of Trading

Trading in the Notes will be 9.30 a.m. until 4:00 p.m.

No-Action Relief Under Federal Securities Regulations and NYSE Rules

The SEC has issued no-action relief from certain provisions of and rules under the Securities Exchange
Act of 1934, as amended (the “Exchange Act”), regarding trading in other securities with structures similar
to that of the Notes. See letter dated July 27, 2006, from James A. Brigagliano, Acting Associate Director,
Office of Trading Practices and Processing, Division of Market Regulation, to George H. White (the “Letter”).
The Exchange itself will rely on the relief specified in the Letter (which is summarized below) with respect
to transactions in the Notes and Bear Stearns has advised the Exchange of its view that such relief may be
relied upon. As what follows is only a summary of the relief outlined in the Letter, the Exchange also advises
interested members to consult the Letter, for more complete information regarding the matters covered
therein.

Short Sale Rules - Transactions in the Notes will not be subject to “tick” requirements of the short sale rule of
the Commission (Rule 10a-1). Short orders must be marked SHORT or SHORT EXEMPT.

Rule 200(g) of Regulation SHO - The Letter states that the SEC Division of Market Regulation will not
recommend enforcement action under Rule 200(g) of Regulation SHO if a broker-dealer marks “short” rather
than “short exempt” a short sale effected in the notes pursuant to the exemptions from the price test of
Rule 10a-1 that have been granted, subject to specified conditions, including that a broker-dealer executing
exempt short sales will mark such sales as “short” and in no event will such sales be marked “long”.
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Regulation M Exemptions - Generally, Rules 101 and 102 of Regulation M is an antimanipulation regulation
that, subject to certain exemptions, prohibits a “distribution participant” and the issuer or selling security
holder, in connection with a distribution of securities, from bidding for, purchasing, or attempting to induce
any person to bid for or purchase, any security which is the subject of a distribution until after the applicable
restricted period, except as specifically permitted in Regulation M. The provisions of the Rules apply to
underwriters, prospective underwriters, brokers, dealers, and other persons who have agreed to participate or
are participating in a distribution of securities, and affiliated purchasers of such persons.

The Letter states that the SEC Division of Market Regulation will not recommend enforcement action under
Rule 101 of Regulation M against persons who may be deemed to be participating in a distribution of the
notes to bid for or purchase the notes during their participation in such distribution.

Rule 102 of Regulation M prohibits issuers, selling security holders, or any affiliated purchaser of such person
from bidding for, purchasing, or attempting to induce any person to bid for or purchase a covered security
during the applicable restricted period in connection with a distribution of securities effected by or on behalf
of an issuer or selling security holder. Rule 100 of Regulation M defines “distribution” to mean any offering
of securities that is distinguished from ordinary trading transactions by the magnitude of the offering and the
presence of special selling efforts and selling methods.

The Letter states that the SEC Division of Market Regulation will not recommend enforcement action under
Rule 102 of Regulation M against the issuer and its affiliated purchasers who bid for or purchase or redeem
notes during the continuous offering of the notes.

Section 11(d)(1) of the Exchange Act; Exchange Act Rule 11d1-2 - Section 11(d)(1) of the Exchange Act
generally prohibits a person who is both a broker and a dealer from effecting any transaction in which the
broker-dealer extends credit to a customer on any security which was part of a new issue in the distribution
of which he or she participated as a member of a selling syndicate or group within thirty days prior to such
transaction.

The Letter states that the SEC Division of Market Regulation will not recommend enforcement action under
Section 11(d)(1) of the Exchange Act against broker-dealers who treat the notes, for purposes of Rule
11d1-2, as “securities issued by a registered … open-end investment company as defined in the Investment
Company Act” and thereby, extend credit or maintain or arrange for the extension or maintenance of credit on
the notes that have been owned by the persons to whom credit is provided for more than 30 days, in reliance
on the exemption contained in the rule.

Due Diligence

Before a member, member organization, allied member or employee thereof recommends a transaction
in the Notes, such person must exercise due diligence to learn the essential facts relative to the customer
pursuant to Exchange Rule 405, and must determine that the recommendation complies with all other
applicable Exchange and Federal rules and regulations. A person making such recommendation should have
a reasonable basis for believing, at the time of making the recommendation, that the customer has sufficient
knowledge and experience in financial matters that he or she may reasonably be expected to be capable of
evaluating the risks and any special characteristics of the recommended transaction, and is financially able to
bear the risks of the recommended transaction.

Trading Halts

In order to halt the trading of the Notes, the Exchange may consider, among other things, factors such as
the extent to which trading is not occurring in the securities underlying the index or whether other unusual
conditions or circumstances detrimental to the maintenance of a fair and orderly market are present. In
addition, trading in the Notes is subject to trading halts caused by extraordinary market volatility pursuant to
Exchange Rule 80B (“Circuit Breaker”).
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The Exchange will cease trading the Notes if there is a halt or disruption in the dissemination of the Index
value.

Prospectus Delivery

Members are advised to consult the section entitled “Plan of Distribution,” in the Prospectus, with respect to
the prospectus-delivery requirements relating to the Notes.

Surveillance

The Exchange's surveillance procedures applicable to equity securities will be used for the Notes.

Questions concerning the matters discussed in this Memorandum may be addressed as follows:

General Questions

John Carey (212) 656-5640 (Office of the General Counsel)

Questions on:

Due Diligence Stephen A. Kasprzak (Member Firm Regulation) (212) 656-5226

Exchange Rules Daniel M. Labovitz (Market Surveillance) (212) 656-2081

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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July 18, 2007

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO ERROR AND ERRONEOUS REPORT RULES [NYSE Rules 134 and 411]

I. Purpose

The purpose of this Information Memo is to announce recent amendments to NYSE Rule 134 (Differences
and Omissions - Cleared Transactions), which, among other things, governs use of the Floor broker error
accounts, and NYSE Rule 411 (Erroneous Reports). The Rule amendments permit Floor brokers to use their
error accounts in certain instances that were previously not permitted under Rules 134 and 411.

II. Background

Historically, the Exchange has recognized two types of legitimate trading errors, (i) missing the market on a
held order and (ii) executing outside of the order's written instructions (e.g., wrong security, wrong side of the
market, outside the limit price, over buying or selling, duplicate execution, etc.), whether the order was a held
order or a not held order.

Floor brokers were entitled to use their error account to assume or acquire a position as a result of a
legitimate error. However, brokers were not permitted to use the error account in any other situations. Where
customers complained of failure to execute all or part of a not held order, the broker could either issue a
difference check or offer a commission adjustment to address the complaint.

Prior to the recent amendments to Rule 411, members and members organizations were required to accept
corrected reports of execution whether the mistake in the report was as to price or the number of shares
traded. Only nonmembers had an option to reject corrections as to price if certain requirements were met.

III. Recently Approved Amendments to NYSE Rules 134 and 411

On June 5, 2007, the Securities and Exchange Commission (“SEC”) approved amendments to NYSE Rules

134 and 411 regarding errors and erroneous reports. 1   The text of the amended rules is attached as Exhibit
A, and the amendments are described in more detail below. Briefly, the amendments rationalize the manner
in which Floor brokers may use their error accounts to correct errors where an order is routed to an NYSE
Floor broker for handling.

A. Amendments to NYSE Rule 134

Among other things, Rule 134 has been amended to codify categories of recognized trading errors for
purposes of using the Floor broker error account. [Rule 134(g) and (h)] These are (1) mistakes in executing
an order and (2) failure to execute an order. In addition, the rule provides for different treatment depending on
the type of error.

Where a Floor broker is the employee of a member organization that also is a member of one or more other
market centers, the member organization may choose to make a customer that has been negatively impacted
by a Floor broker's trading error whole by trading in another market center with the proviso that the execution
is not represented to have occurred on the Exchange. Should the customer require an execution on the
Exchange, the member firm is guided in its actions by Rule 134 unless the firm determines to use a customer
accommodation account, not an upstairs error account, to satisfy the customer.
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1. Mistakes in Executing an Order

NYSE Rule 134(g) addresses situations in which a broker executes an order outside of the customer
instructions as entered in the electronic database on the Floor pursuant to NYSE Rule 123(e) (commonly
described as Front End Systemic Capture, or FESC). Types of errors in this category include, but are not
limited to, the execution of a held or not held order (i) in the wrong security, (ii) on the wrong side of the
market, (iii) at a price outside of the price instructions, (iv) that over buys or over sells the size instructions,
and (v) that duplicates an execution. In addition, the amendment expands the permissible use of Floor broker
error accounts to include situations where a not held order remains unexecuted as the result of an error as to
symbol, side or price. Such expanded use of the error account is described in the examples that follow.

a. Wrong Symbol

Scenario: The Floor broker purchases or sells the incorrect security, and the market in the correct security is
adverse to the customer's interest when the error is discovered.

Resolution: The amendment allows the broker to review reports of execution on the Consolidated Tape in the
correct security and determine if, from the time the Floor broker executed the order in the incorrect security
until the time the error was discovered, the customer's order was executable in the correct security. In the
event the customer's order was executable in whole or in part during the period of time, the customer is given
an execution in the correct stock at the price(s), within the customer's limit price if any, on the Consolidated
Tape. The report(s) of execution given to the customer should follow the sequence of the prints as to size
and price up to where the order is filled, if possible given the volume reflected on the Tape. The broker's error
account is the contra side of this trade or trades and is then long or short the number of shares ordered by the
customer at the price the stock was trading in the relevant time range.

Example:

Order: Buy 10,000 XYZ at the market, not held

Execution: Bought 10,000 KYZ at $98.05 at 11:20 a.m.

Error Discovered: At 11:45 a.m. prior to rendering a report of execution

Result: Error account long 10,000 KYZ at $98.05

Resolution: If between 11:20 a.m. and 11:45 a.m. the customer's order in XYZ was executable in its
entirety, then the customer buys 10,000 XYZ at the price(s) on the Consolidated Tape from the broker's
error account.

b. Wrong Side of Market

Scenario: The broker incorrectly executes a customer's order on the wrong side of the market.

Resolution: The amendment allows the Floor broker to use his or her error account to take over the incorrect
position and execute the customer's order on the correct side of the market.

Example:

Order: Buy 10,000 XYZ at the market, not held

Execution: Sold 10,000 XYZ at $45.10

Result: Error account is short 10,000 XYZ at $45.10

Resolution: The broker sells the customer 10,000 XYZ at $45.10. The error account is ultimately short
20,000 shares of XYZ at $45.10 which is the sum of the mistakenly sold 10,000 shares of XYZ taken
over by the error account plus the 10,000 shares XYZ sold to the customer at a price of $45.10 from
the error account .
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c. Outside of Price Instructions

Scenario: The Floor broker executes the customer's order at the incorrect price.

Resolution: The amendment allows the Floor broker to take the position into the Floor broker's error account.
The Floor broker would then be allowed to execute the customer's order consistent with the sequence of
execution sizes and prices as printed on the Consolidated Tape, if between the time that the Floor broker
committed the error and when the error was discovered, the stock traded within the customer's order price.

Example:

Order: Buy 10,000 XYZ at $80. 50, Not Held

Execution: Bought 10,000 XYZ at $80. 80 at 3:00 p.m.

Error Discovered: after the Close

Result: Error Account Long 10,000 at $80. 80

Resolution: If XYZ traded within the customer's limit anytime from 3:00 p.m. to the close, the error
account sells XYZ consistent with the execution sizes and prices as printed on the Consolidated Tape
and customer order is executed in whole or in part. For example, if between 3:00 p.m. and 4:00 p.m.
5,000 XYZ traded at $80.50 and 3,000 traded at $80.49, the customer would buy 5,000 at $80.50,
3,000 at $80.49 and 2,000 shares would not be executed.

In situations where a Floor broker has committed an error as to symbol, side of market or price on a not held
order, but has issued a report in the correct symbol, on the correct side of the market or within the customer's
price instructions, refer to Section B, below.

2. Failure to Execute an Order

NYSE Rule 134(h) is a new provision that addresses situations in which a Floor broker “misses the market”,
which means the broker failed to execute an order when market conditions permitted. (See NYSE Rule 91.)
The amendment expands the use of Floor broker error accounts to covers both held and not held orders
that were not executed in whole or in part, due to the order being lost or misplaced, or as the result of a
system malfunction. A system malfunction is the failure of physical equipment, devices and/or programming
employed by the Floor broker or otherwise provided by the Exchange and used in the execution of orders.

In the event that a broker misses the market, the amended rule [Rule 134(j)(ii)] allows the Floor broker to
execute the order based on the Exchange Tape prints up to the size of the order, between the time that
the order was entered and the time that the Floor broker realized that the order was lost, misplaced or not
executed as a result of a system malfunction. To execute an order in this manner, a broker must look to the
Exchange (not Consolidated) Tape prints during the relevant time and may execute the order up to half of
the volume of each Tape print at its print price until the erroneously unexecuted order has been filled, or the
opportunities to execute during the relevant period are exhausted. If the Tape print was for an odd numbered
multiple of a round lot (e.g., 300 shares), the customer would be entitled to the nearest full unit of shares
rounded down (100 shares). Floor brokers executing trades under this section of the rule must meet a higher
documentation standard, which is detailed in Section 4, below.

3. Documentation of All Errors

The amended rule requires that records related to errors in general must be contemporaneous to the error
and such record must be signed, time stamped and includes supporting documentation [Rule 134(i)].
Members and member organizations are reminded that such records shall include the audit trail data
elements prescribed in Rule 132, as well as the nature and amount of the error, the means whereby the
member resolved the error with the member or member organization that cleared the trade on the member's
behalf, the aggregate amount of liability that the member has incurred and has outstanding, as of the time
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each such error trade entry is recorded, and such other information as the Exchange may from time to time
require. The mandatory error reporting form must be used in meeting these requirements.

4. Documentation of Errors Due to Lost/Misplaced Orders or System Malfunction

In addition to the above, in situations where a Floor broker failed to execute due to lost/misplaced orders
or systems malfunction, the Floor broker must provide sufficient documentation prior to the Opening of
the next trading day following the error; if the Floor broker does not provide the information by the next
day's Opening, the Floor broker may not take advantage of the relief outlined in Section 2 above. The Floor
broker's documentation must include, but is not limited to, the date and time of the error, the date and time
that the error was discovered, the size of the error, the stock in which the error occurred, the original order
instructions, the names of all involved parties including the client and any upstairs trader, a detailed narrative
of how the error occurred, a detailed narrative of discussions with the relevant parties, the steps taken to
correct the error and the ultimate resolution of the error.

The mandatory error reporting form must be used in meeting these requirements. Such reports should be
submitted to the On-Floor Surveillance Unit.

B. Amendments to NYSE Rule 411

The amendments to Rule 411 relate to errors on not held orders where the Floor broker executed in the
wrong security, at the wrong price or on the wrong side of the market, but issued a report in the correct
security, within the price instructions or on the correct side of the market (respectively). The amended portion
of the rule applies only to Floor brokers and their trading assistants.

The amended rule allows the erroneous report to stand when one of the specified trading errors has occurred,
regardless of whether the customer to whom the report was issued was a member, member organization or
nonmember, provided the price and size of the erroneous report were within the range of prices and sizes in
the specified security reported to the NYSE portion of the Consolidated Tape on the day in which the order
was executed. In these situations, the Floor broker is required to report the error to the customer, including
explaining to the customer whether the error was favorable or unfavorable to the customer.

The Floor broker is also required to document, on a trade-by-trade basis, the name of the individual
authorized to accept the erroneous report for the customer, the amount of the error and whether the error
was favorable to the customer. The Floor broker may use his or her error account to take over the erroneous
report as a trade and to become the contra side to that trade. In addition, the Floor broker assumes any loss
incurred; any profit that results must be paid to the New York Stock Exchange Foundation as required under
NYSE Rule 411(a)(ii)(5).

IV. Staff Contacts

Questions concerning this memorandum may be addressed to the following persons or areas in the Market
Surveillance Division:

Patrick Giraldi, Director, On-Floor Surveillance, at (212) 656-6804, Brett Kofman, Director, Member
Trading I, at (212) 656-2041, or Carol Krusik, Director, Rule Interpretation and Member Education, at
(212) 656-4597.

Questions may also be directed to OFSU via the White Phone or in person at their booth in the EBR.
Questions that are not time sensitive may also be submitted to Ask Market Surveillance. (For information
about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3, which was issued on
January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

Robert A. Marchman
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Executive Vice President

Market Surveillance

Attachments

Attachment A

Additions underscored

Deletions [bracketed]

Rule 134.

Differences and Omissions-Cleared Transactions

( “QTs”)

* * * * *

(d)

* * * * *

(iii) Records as to all errors shall be contemporaneous to the error and be maintained by the member or his
or her member organization. Such records shall include the audit trail data elements prescribed in Rule 132,
as well as the nature and amount of the error, the means whereby the member resolved the error with the
member or member organization that cleared the error trade on the member's behalf, the aggregate amount
of liability that the member has incurred and has outstanding, as of the time each such error trade entry is
recorded, and such other information as the Exchange may from time to time require.

* * * * *

(g) For the purposes of this rule an “error” occurs as described in this subsection (g) and (h) below. When an
order is executed outside of the customer instructions as entered in the electronic order tracking system of
the Exchange pursuant to Rule 123(e). This includes, but is not limited to:

(i) When a held or a not held order is executed in:

(a) the wrong security; or

(b) on the wrong side of the market; or

(c) at a price outside the limit price of the order; or

(d) is over bought or over sold; or

(e) duplicates an execution.

(ii) When an error is committed in the execution of a not held order as it relates to symbol, side, or price
as noted in (i) above, which causes such not held order to remain unexecuted.

(h) When: (i) there is a failure to execute a held order when market conditions permitted; or (ii) when a not
held order remains unexecuted, in whole or in part, due to the order being lost or misplaced, or as a result of
a system malfunction. A system malfunction is the failure of physical equipment, devices and/or programming
employed by the Floor broker or otherwise provided by the Exchange and used in the execution of orders.

(i) The Floor broker must maintain a signed, time-stamped record, including supporting documentation of
such error.

(j)(i) For the types of errors referred to in (h)(ii) above, such record and supporting documents must be
provided to the Exchange Division of Market Surveillance prior to the opening of the Floor on the next trade
date following the error.
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(ii) With respect to the errors described in (h)(ii) above, the Floor broker may execute the order in alignment
with half the volume of each Exchange tape print up to the size of the order between the time that the order
was entered and the time that the Floor Broker realized that the order was lost, misplaced or not executed
as a result of a system malfunction. If executing half the volume of an order based on the Exchange tape
print would result in more than a unit of trading, but not a multiple thereof (such as 150 shares), the customer
would be entitled to the nearest full unit of shares rounded down (such as 100 shares).

(iii) If the Floor broker fails to provide sufficient documentation, (which must include, but is not limited to, the
date and time of the error, the date and time the error was discovered, the size of the error, the stock in which
the error occurred, the original instructions, the names of all involved parties including the client and any
upstairs trader, a detailed narrative of how the error occurred, detail narrative of discussions with relevant
parties, the steps taken to correct the error and the ultimate resolution of the error) prior to the next trade date
following the error, the Floor broker is prohibited from relying on the provisions of (j)(ii) above.

* * * * *

Rule 411. Erroneous Reports

(a)

* * * * *

(iii) Except as provided in (iv) below, [A] a report shall not be binding and must be rescinded if an order was
not actually executed but was in error reported to have been executed; an order which was executed, but
in error reported as not executed, shall be binding; provided, however, when a member who is on the Floor
reports in good faith the execution of an order entrusted to him by another member or member organization
and the other party to that transaction does not know it, the member or member organization to whom such
report was rendered and the member Floor broker who made the report shall treat the transaction as made
for the account of the member who made the report, or the account of his member organization, if the price
and size of the transaction were within the price and volume of transactions in the security at the time that
the member who made the report believed he had executed the order. A detailed memorandum of each such
transaction shall be prepared and filed with the Exchange by the member assuming the transaction.

(iv) A Floor broker who fails to execute a not held order because of the Floor broker's error as to symbol,
side or price, but reports to the customer the order had been executed in accordance with the customer's
instructions, may treat the terms of the execution report as though they were the terms of a trade, provided:

(1) the price and size of the erroneous report are within the range of prices and sizes in the subject security
reported on the Exchange portion of the Consolidated Tape on the day in which the order was erroneously
reported;

(2) the Floor broker reports the error to the customer, and whether the error was favorable or unfavorable to
the customer;

(3) the Floor broker documents, on a trade-by-trade basis, the name of individual authorized to accept the
erroneous report for the customer, the amount of the error, and whether the error was in the customer's favor;

(4) the Floor broker treats the erroneous report as though it were an erroneous trade and his or her error
account or the error account of the member organization becomes the opposite side to the report; and

(5) the Floor broker assumes any loss occasioned by the erroneous report, and pays any profit to the New
York Stock Exchange Foundation.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
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Footnotes

1  Securities Exchange Act Rel. 34-55859; see 72 F.R. 32386 (June 12, 2007).
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July 16, 2007

   ATTENTION: CHIEF EXECUTIVE OFFICER, FINANCIAL & OPERATIONS OFFICER, MANAGING
PARTNERS, CREDIT AND MARGIN DEPARTMENTS, COMPLIANCE AND LEGAL DEPARTMENTS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: ONE YEAR EXTENSION OF CUSTOMER PORTFOLIO MARGINING PILOT PROGRAM

On June 28, 2007, the Exchange filed 1   rule changes with the Securities and Exchange Commission (“SEC”)
which extend the Portfolio Margining Pilot Program from July 31, 2007 through July 31, 2008. These changes
were effective immediately.

Background

On July 14, 2005, the SEC approved, 2   on a pilot basis expiring July 31, 2007, amendments to Rule
431(“Margin Requirements”) to permit the application of a prescribed risk-based margin requirement
(“Portfolio Margin”) to certain eligible products (including listed broad based securities index options,
warrants, futures, futures options and related exchange traded funds) as an alternative to strategy-

based margin requirements. 3   Amendments to Rule 726 (“Delivery of Options Disclosure Document and
Prospectus”) were also approved requiring disclosure to, and written acknowledgment from, customers in
connection with the use of portfolio margin. These amendments are referred to as the Initial Pilot Program.

On July 11, 2006, the SEC approved additional amendments 4   to Rule 431 that:

1) Expanded the scope of products eligible for portfolio margining and cross-margining; and

2) Conformed customer disclosure requirements under Rule 726 to comply with this expansion.

Collectively these amendments are referred to herein as the Expanded Pilot. The Expanded Pilot expanded
the scope of products eligible for portfolio margining and cross-margining to include listed security futures
and listed single stock options. Further, the Expanded Pilot permitted pilot program participants to effect
transactions solely in security futures and listed single stock options without maintaining the $5 million equity
requirement applicable to effecting transactions in all other eligible products.

On December 12, 2006, the SEC approved 5   additional amendments to NYSE Rule 431 that permit the
application of portfolio margin to an expanded universe of eligible products. In addition, amendments to NYSE
Rule 726 eliminated the sample portfolio margining risk disclosure statement from the Rule. However, the
Rule will continue to require member organizations to provide customers with a written disclosure statement

in a form prescribed by the Exchange, as well as to receive from customers a signed acknowledgement. 6 

The text of the extended rules can be viewed on the Exchange's website at: www.nyse.com/Select NYSE
Regulation/Rules & Interpretations/Rule Filings/NYSE Rule Filings.

Any questions regarding this Information Memo can be directed to Rudolph Verra at 212-656-2924, Glen
Garofalo at 212-656-2084, Steve Yannolo at 212-656-2274, or your finance coordinator.

___________________________

Grace B. Vogel

Executive Vice President
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Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See SR-NYSE-2007-56 (June 28, 2007).
2  See Release No. 34-52031 (July 14, 2005) 70 FR 42130 (July 21, 2005) (SR-NYSE-2002-19). See also

NYSE Information Memo 05-56, dated August 18, 2005 for additional information.
3  Prior to these amendments, member organizations were subject, pursuant to NYSE Rule 431, to

strategy or position-based margin requirements. This methodology applied specific margin percentage
requirements as prescribed in Rule 431 to each security position and/or strategy, either long or short,
held in a customer's account, irrespective of the fact that not all security prices (e.g., those of options)
change equally (in percentage terms) with a change in the price of the underlying security. When
utilizing a portfolio margin methodology offsets are fully realized, whereas under strategy or position-
based methodology, positions and or groups of positions comprising a single strategy are margined
independently of each other and offsets between them do not efficiently impact the total margin
requirement.

4  See Release No. 34-54125 (July 11, 2006) 71 FR 40766 (July 18, 2006) (SR-NYSE- 2005-93). See also
NYSE Information Memo 06-57, dated August 2, 2006 for additional information.

5  See Release No. 34-54918 (December 12, 2006) 71 FR 75790 (December 18, 2006) (SR -
NYSE-2006-13). See also Information Memo 06-86 (December 21, 2006).

6  See Information Memo 07-27 (March 19, 2007).
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July 13, 2007

   ATTENTION: ALL MEMBER ORGANIZATIONS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: LISTING OF HEALTH SHARES ORTHOPEDIC REPAIR EXCHANGE-TRADED FUND

The following HealthShares TM exchange-traded fund (“ETF”) will be listed and begin trading on the NYSE,
beginning Friday, July 13, 2007:

HealthShares TM Orthopedic Repair Symbol
Exchange-Traded Fund

HHP

This Information Memo reviews the various rules and policies applicable to trading in shares (“Shares”) of the
Fund.

Background Information on the Fund

HealthShares TM, Inc. is the investment company with respect to the underlying fund portfolios. The Fund
offers shares, known as HealthShares TM, which are not individually redeemable by the Fund but trade on
the NYSE in individual share lots. The Fund seeks to invest in a portfolio of securities that substantially
replicates a particular benchmark index—the HealthShares TM Orthopedic Repair Index (the “Underlying
Index”). XShares Advisors LLC (the “Advisor”) serves as the investment adviser to the Fund.

According to the Fund's prospectus, the Underlying Index, like indexes underlying other HealthShares TM

Exchange-Traded Funds listed on the Exchange, seeks to measure and monitor the performance of publicly-
listed healthcare, life sciences and biotechnology companies. Each HealthShares TM Exchange-Traded
Fund focuses on a different healthcare, life sciences or biotechnology index. XShares Group LLC (“XShares
Group”), the parent of the Advisor, is the creator of each Underlying Index and has created each Underlying
Index using a patent-pending investment approach known as “Vertical Investing.” “Vertical Investing” seeks
to categorize companies within a particular healthcare, life sciences or biotechnology index by focusing on
each company's business activities with regard to the diagnosis of diseases, the developments of drugs,
treatments, therapies, delivery systems, and the development of enabling/research tools and technologies for
use in the healthcare, life sciences or biotechnology sectors.

According to the Fund's prospectus, the Fund employs a “passive management” investment strategy
designed to track the performance of the Underlying Index, which is an index of U.S. and foreign common
stocks designed around verticals in the area of orthopedic repair.

The Underlying Index will be administered by Standard & Poor's, the Index Administrator, which will employ
the Index Methodology to determine the composition of each Underlying Index. BNY Investment Advisors
acts as the investment sub-adviser to the Funds and will be responsible for the day-to day management of
the Fund's portfolio, which involves principally reconfiguring the portfolio of the Fund, typically quarterly, to
reflect any reconfiguration in the Underlying Index by the Index Administrator. The Underlying Index may
include both U.S. and foreign companies.

For the Underlying Index, the Index Administrator will employ the Index Methodology for the Underlying Index
to identify the companies that satisfy specified criteria. The Index Methodology is publicly available on the
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Fund's website at www.healthsharesinc.com. Any change to the Index Methodology will be posted on the
Fund's website at least 60 days prior to its being implemented.

Shares of the Fund will be issued on a continuous offering basis in groups of Shares, or multiples thereof.
These “groups” of shares are called “Creation Unit Aggregations.” The Fund will issue and redeem Shares
only in Creation Unit Aggregations of 100,000 Shares.

All orders to purchase Shares in Creation Unit Aggregations must be placed through an Authorized
Participant. An Authorized Participant must be either a “Participating Party”, i.e., a broker-dealer or other
participant in the clearing process through the National Securities Clearing Corporation Continuous
Net Settlement System (the “Clearing Process”), a clearing agency that is registered with the SEC, or a
Depository Trust Company participant, and in each case, must enter into a Participant Agreement. The Funds
impose a transaction fee in connection with the issuance and redemption of Shares to offset transfer and
other transaction costs.

The NAV for the Fund will be calculated and disseminated daily. The Fund's NAV will be calculated
by BNY Investment Advisors. The Fund's NAV will be published in a number of places, including
www.healthsharesinc.com, and on the Consolidated Tape. In addition, at least every 15 seconds during
Exchange trading hours, the Intraday Indicative Value per HealthShare TM will be disseminated.

For a more complete description of the Fund and the Underlying Index, visit www.healthsharesinc.com.

Principal Risks

Interested persons are referred to discussion in the Fund's prospectus of principal risks of an investment
in the Fund. These include tracking error risk (factors causing a Fund's performance to not match the
performance of the underlying index), market trading risk (for example, trading halts, trading above or below
net asset value), stock market risk, investment style risk, index sampling risk, non-diversification risk, sector
risk, foreign securities risk, and derivatives risk.

Hours of Trading

Trading in Shares of the Fund will be 9:30 a.m. until 4:15 p.m.

Exchange Rules Applicable to the Trading of ETFs

The rules applicable to ETFs are applicable to the Fund since the Fund falls within the definition of an
Investment Company Unit, as provided in Paragraph 703.16 of the Listed Company Manual and NYSE Rule
1100.

Application of Certain NYSE Rules to ETFs

Rule 104 - NYSE Rules 104.20 and 104.21 establish a capital requirement for specialists of $500,000
per ETF. A specialist unit registered only in an ETF would be subject to the $1,000,000 minimum capital
requirement of Rule 104.20.

In addition, Rule 104 governs specialist market making in ETFs. In particular, the rule permits specialists
to engage in “parity” transactions on direct destabilizing ticks without obtaining Floor Official approval. A
“parity” transaction in an ETF would be a trade to bring the security into line with the value of the securities
comprising the ETF, or the value of a futures contract on the index on which the ETF is based.

Rule 13 - NYSE Rule 13.30 provides that stop and stop limit orders in an Investment Company Unit shall be
elected by a quotation, but specifies that if the electing bid on an offer is more than 0.10 point away from the
last sale and is for the specialist's dealer account, prior Floor Official approval is required for the election to be
effective. This rule applies to Investment Company Units generally.
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Rule 36.30 - NYSE Rule 36.30 governs the establishment of telephone or electronic communications
between the NYSE's trading floor and any other location. Rule 36 provides that a specialist registered in an
ETF may use a telephone or order entry terminal to enter an order in the ETF itself, in a component security
of the ETF, or in an options or futures contract related to the ETF. In addition, the specialist may use a post
telephone to obtain market information with respect to such ETFs, options, futures, or component securities.
The text of Rule 36 makes clear that if an order in a component security of such ETF is to be executed on the
NYSE, the order must be entered in compliance with NYSE Rule 112(c) and SEC Rule 11a2-2(T) (described
below), and must be entered only for the purpose of hedging a position in the ETF.

The specialist may not use the post wire to call a specialist on the NYSE registered in a component stock
of the ETF to enter an order, nor may the specialist use a SuperDOT terminal to send an order directly via
SuperDOT to another specialist. The specialist registered in an ETF is not registered in the component
stocks, and therefore is not permitted to initiate an “on Floor” order in such a stock.

NYSE members, including specialists, are permitted to enter an “off-Floor” order. NYSE Rule 112(c) codifies
the principle that a member may use a “communication facility” on the Floor of the NYSE to call an off-Floor
location and enter a proprietary order. The order is deemed to be an “off-Floor” order (i.e., not an order
initiated on the Floor, referred to as an “on Floor” order), provided the order is routed through a clearing firm's
order room off the Floor, and is transmitted to the Floor for execution by an unaffiliated member. This latter
provision is consistent with SEC Rule 11a2-2(T), which permits executions of off-floor member proprietary
orders by unaffiliated members. These rules do not impose restrictions on the types of orders which may
be executed pursuant to the exemptive relief provided. Under Rule 36.30, any orders in a component stock
of an ETF entered for execution on the NYSE from the specialist's post, either by telephone or by means
of a SuperDOT terminal, would have to be routed through a clearing firm's order room off the Floor and
transmitted back to the Floor for execution without the specialist in the ETF interacting with the order or
participating in the execution in any way.

Rule 123C - Market-on-Close/Limit-At-The-Close Orders

Orders in ETFs are not subject to the NYSE's Rule 123C Market-On-Close (“MOC”)/Limit-at-the-Close
(“LOC”) procedures concerning order entry limitations, cancellation of orders during a regulatory halt,
imbalance publications, and any other limitations or procedures with respect to MOC/LOC procedures. A
MOC/LOC order in an ETF can be entered at any time without regard to the limitations of Rule 123C. In
addition, the closing price of an ETF will not be subject to publication of imbalances under Rule 123C.

Rule 123D- Pre-Opening Price Indications Policy

Similarly, the NYSE's policies regarding mandatory dissemination of pre-opening price indications in the case
of significant order imbalances and potentially large price dislocation from the prior close do not apply to
ETFs.

Both the MOC/LOC procedures and the mandatory pre-opening price indications policy are intended to
solicit offsetting contra side interest to minimize price dislocation. This rationale does not apply in the case of
ETFs, which are derivatively priced in relation to, among other things, the values of the underlying component
securities, regardless of the extent of an order imbalance.

Rule 105(m) - NYSE Rule 105(m), which prohibits affiliates of specialist units from acting as a primary
market maker in the option on a specialty security, permits such activity with respect to options on a Fund
for affiliates of specialists that have Rule 98 approved procedures in place. The Exchange believes that, as
ETFs are derivatively priced, the conflicts of interest with respect to market making in both the underlying
security and its corresponding option are minimized in this case. The Exchange will also permit a NYSE Rule
98 affiliate of the ETF specialist to act in a market making capacity (but not as a specialist) in the ETF itself on
another market center.
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Rule 98 - NYSE Rule 98 provides that affiliates of a specialist organization can receive an exemption from
certain rules applicable to specialists (principally impacting proprietary trading and investment banking),
provided they establish a system of information barriers between themselves and the affiliated specialist. One
of the conditions for the Rule 98 exemption is that the specialist organization be capitalized separate and
apart from any affiliate. The Exchange has deleted this requirement in the case of a specialist organization
that is registered only in ETFs. The Exchange believes that the separate capitalization requirement is not
required in such case, and that the question of adequacy of capital can be appropriately addressed by the
special allocation committee which will allocate the ETF. However, a specialist organization that is registered
only in ETFs will remain subject to the minimum capital requirements specified in Rule 104.20.

Exemptive, Interpretive and No-Action Relief Under Federal Securities Regulations and NYSE Rules

The Securities and Exchange Commission (“SEC”) has issued exemptive, interpretive and no-action relief
from certain provisions of and rules under the Act applicable to trading in the above-mentioned Fund.
Members and member organizations are referred to the SEC Letter dated October 24, 2006 from James
Brigagliano, Associate Director, SEC Division of Market Regulation, to Stuart M. Strauss, Clifford, Chance
(Class Action Relief for Exchange Traded Index Funds). A description of the SEC's exemptive relief follows;
however, in the event of any discrepancy between this description and the SEC Letter, the text of the SEC
Letter controls.

Regulation M Exemptions - Generally, Rules 101 and 102 of Regulation M prohibit any “distribution
participant” and its “affiliated purchasers” from bidding for, purchasing, or attempting to induce any person
to bid for or purchase any security which is the subject of a distribution until after the applicable restricted
period, except as specifically permitted in Regulation M. The provisions of the Rules apply to underwriters,
prospective underwriters, brokers, dealers, and other persons who have agreed to participate or are
participating in a distribution of securities.

The SEC has granted an exemption from Rule 101 under Regulation M to permit persons participating
in a distribution of shares of the above-mentioned Fund to engage in secondary market transactions in
such shares during their participation in such a distribution. In addition, the SEC has granted relief under
Regulation M to permit persons who may be deemed to be participating in the distribution of shares of the
above-mentioned Fund (i) to purchase securities for the purpose of purchasing Creation Unit Aggregations of
Fund shares and to (ii) tender securities for redemption in Creation Unit Aggregations. Further, the SEC has
clarified that the tender of Fund shares to the Fund for redemption does not constitute a bid for or purchase
of the Fund's securities during the restricted period of Rule 101. The SEC has also granted an exemption
pursuant to paragraph (e) of Rule 102 under Regulation M to allow the redemption of Fund shares in Creation
Unit Aggregations during the continuous offering of shares.

Customer Confirmations for Creation or Redemption of Fund Shares (SEC Rule 10b-10) - Broker-dealers
who handle purchases or redemptions of Fund shares in Creation Unit size for customers will be permitted to
provide such customers with a statement of the number of Creation Unit Aggregations created or redeemed
without providing a statement of the identity, number and price of shares of the individual securities tendered
to the Fund for purposes of purchasing Creation Unit Aggregations (“Deposit Securities”) or the identity,
number and price of shares to be delivered by the Trust to the redeeming holder (“Redemption Securities”).
The composition of the securities required to be tendered to the Fund for creation purposes and of the
securities to be delivered on redemption will be disseminated each business day and will be applicable to
requests for creations or redemption, as the case may be, on that day. This exemptive relief under Rule
10b-10 with respect to creations and redemptions is subject to the following conditions:

(1) Confirmations to customers engaging in creations or redemptions must state that all information
required by Rule 10b-10 will be provided upon request;

(2) Any such request by a customer for information required by Rule 10b-10 will be filed in a timely
manner, in accordance with Rule 10b-10(c);
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(3) Except for the identity, number and price of shares of the component securities of the Deposit
Securities and Redemption Securities, as described above, confirmations to customers must disclose
all other information required by Rule 10b-10(a).

SEC Rule 14e-5 -An exemption from Rule 14e-5 has been granted to permit any person acting as a dealer-
manager of a tender offer for a component security of the Fund to (1) redeem Fund shares in Creation Unit
Aggregations from the issuer that may include a security subject to such tender offer and (2) to purchase
Fund shares during such tender offer. In addition, a no-action position has been taken under Rule 14e-5 if a
broker-dealer acting as a dealer-manager of a tender offer for a security of the Fund purchases or arranges
to purchase such securities in the secondary market for the purpose of tendering such securities to purchase
one or more Creation Unit Aggregations of shares, if made in conformance with the following:

(i) such bids or purchases are effected in the ordinary course of business, in connection with a basket
of 20 or more securities in which any security that is the subject of a distribution, or any reference
security, does not comprise more than 5% of the value of the basket purchased; or

(ii) purchases are effected as adjustments to such basket in the ordinary course of business as a result
of a change in the composition of the underlying index; and

(iii) such bids or purchases are not effected for the purpose of facilitating such tender offer.

Section 11(d)(1); SEC Rules 11d1-1 and 11d1-2 - Section 11(d)(1) of the Act generally prohibits a person
who is both a broker and a dealer from effecting any transaction in which the broker-dealer extends credit
to a customer on any security which was part of a new issue in the distribution of which he participated as
a member of a selling syndicate or group within thirty days prior to such transaction. The SEC has clarified
that Section 11(d)(1) does not apply to broker-dealers that are not Authorized Participants (and, therefore, do
not create Creation Unit Aggregations) that engage in both proprietary and customer transactions in shares
of the Fund in the secondary market, and for broker-dealer Authorized Participants that engage in creations
of Creation Unit Aggregations. This relief is subject to specific conditions, including the condition that such
broker-dealer (whether or not an Authorized Participant) does not, directly or indirectly, receive from the fund
complex any payment, compensation or other economic incentive to promote or sell the shares of the ETF to
persons outside the fund complex, other than non-cash compensation permitted under NASD Rule 2830 (I)(5)
(A), (B) or (C). See letter dated November 21, 2005 from Catherine McGuire, Chief Counsel, SEC Division of
Market Regulation, to Securities Industry Association, Derivative Products Committee. The Commission has
also taken a no-action position under Section 11(d)(1) of the Act that broker-dealers may treat shares of the
Fund, for purposes of Rule 11d1-2, as “securities issued by a registered open-end investment company as
defined in the Investment Company Act” and thereby extend credit or maintain or arrange for the extension
or maintenance of credit on shares that have been owned by the persons to whom credit is provided for more
than 30 days, in reliance on the exemption contained in the rule.

SEC Rule 15c1-5 and 15c1-6 - The SEC has taken a no-action position with respect to Rule 15c1-5 and
Rule 15c1-6 as to the required disclosure of control by a broker or dealer with respect to creations and
redemptions of Fund shares and secondary market transactions therein.

Other Matters

Due Diligence - Pursuant to NYSE Rule 405, before a member, member organization, allied member or
employee thereof undertakes to recommend a transaction in ETF shares, such person must exercise due
diligence to learn the essential facts relative to the customer. If any recommendation is made with respect
to such shares, the person making the recommendation should have a reasonable basis for believing, at
the time of making the recommendation, that the customer has such knowledge and experience in financial
matters that he or she may reasonably be expected to be capable of evaluating the risks and any special
characteristics of the recommended transaction, and is financially able to bear the risks of the recommended
transaction. Before a member, member organization or employee thereof recommends a transaction in the
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Fund, a determination must be made that the recommendation is in compliance with all applicable Federal
and Exchange rules and regulations, including due diligence obligations under Exchange Rule 405.

Certain Specialist Transactions in ETFs - NYSE Rule 460.10 generally precludes certain business
relationships between an issuer and the specialist in the issuer's securities. Exceptions in the rule, however,
permit specialists in ETF shares to enter into Creation Unit transactions through the Distributor to facilitate
the maintenance of a fair and orderly market. Even so, a specialist Creation Unit transaction may only be
effected on the same terms and conditions as any other investor, and only at the net asset value of the ETF
shares. In addition, a specialist may acquire a position in excess of 10% of the outstanding issue of the ETF
shares. Specialists registered in a security issued by an investment company may purchase and redeem
the investment company unit, or securities that can be subdivided or converted into such unit, from the
investment company as appropriate to facilitate the maintenance of a fair and orderly market in the subject
security.

Trading Halts - In order to halt the trading of an ETF, the Exchange may consider, among other things, factors
such as the extent to which trading is not occurring in the underlying securities and whether other unusual
conditions or circumstances detrimental to the maintenance of a fair and orderly market are present. In
addition, trading in Fund shares is subject to trading halts caused by extraordinary market volatility pursuant
to NYSE Rule 80B. If the end-of-day Index value or IOPV applicable to a Fund is not being disseminated as
required, the Exchange may halt trading during the day in which the interruption to the dissemination of the
Index value or IOPV occurs. If the interruption to the dissemination of the Index value or IOPV persists past
the trading day in which it occurred, the Exchange will halt trading no later than the beginning of the trading
day following the interruption.

Prospectus Delivery - Exchange members and member organizations should be mindful of applicable
prospectus delivery requirements under the federal securities laws with respect to transactions in the Fund.
In this regard, the Exchange notes that NYSE Rule 1100(b) provides for delivery of written descriptions
to customers of Funds that have received an exemption from Section 24(d) of the Investment Company
Act. The Exchange has been informed by HealthShares Inc. that it intends to make a written description
available shortly, but until that time will make copies of the prospectus available for this purpose. Members
and member organizations are advised that delivery of a prospectus in lieu of a written description would
satisfy the requirements of Rule 1100(b).

Purchases and Redemptions in Creation Unit Size - Exchange members and member organizations are
hereby informed that procedures for purchases and redemptions of Shares in Creation Unit Size are
described in the Fund's prospectus and Statement of Additional Information, and that Shares are not
individually redeemable but are redeemable only in Creation Unit Size aggregations or multiples thereof.

Surveillance. All Exchange surveillances applicable to trading of equities on the Exchange will apply to trading
in the Shares of the Fund.

Questions concerning the matters discussed in this Memorandum may be addressed as follows:

General Questions on ETFs:

Michael Cavalier (212) 656-2474 (Office of the General Counsel)

Questions on:

Due Diligence

Stephen A. Kasprzak (Member Firm Regulation) (212) 656-5226

Exchange Rules

Daniel M. Labovitz (Market Surveillance) (212) 656-2081

__________________________

Robert A. Marchman
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Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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July 13, 2007

   ATTENTION: ALL MEMBER ORGANIZATIONS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: LISTING OF WISDOM TREE merging Markets High-Yielding Equity Fund (DEM)

The Securities and Exchange Commission has approved the following exchange-traded fund (“ETF”) for
listing and trading on the NYSE, beginning Friday, July 13, 2007:

WisdomTree Emerging Markets High-Yielding Equity Fund (DEM)

This Information Memo reviews the various rules and policies applicable to trading in shares (“Shares”) of the
Fund.

Background Information on the Fund

WisdomTree Asset Management, Inc. (“WTA” or “Advisor”) is the investment advisor to the Fund. The Advisor
is registered under the Investment Advisers Act of 1940. The Advisor's parent corporation is WisdomTree
Investments, Inc. (“WTI”). The Fund will be advised by WTA. WTA has entered into a Subadvisory Agreement
with BNY Investment Advisors, a separately identifiable division of The Bank of New York with respect to the
Fund. ALPS Distributors, Inc., a broker-dealer registered under the Exchange Act, acts on an agency basis
and is the distributor and principal underwriter of the Creation Units (as defined below) of Shares.

The investment objective of the Fund will be to provide investment returns that closely correspond to the
price, dividend, and yield performance of the WisdomTree Emerging Markets High-Yielding Equity Index.

According to the Fund's Registration Statement, the Fund intends to use a Representative Sampling strategy
to invest in securities in its underlying Index. Representative Sampling means that the Fund selects from
the underlying Index a sample of securities that closely resembles the underlying Index in terms of key
performance and risk factors and other characteristics.

Purchases and redemptions of Creation Units will be made generally by means of an in-kind tender of
specified securities (“Deposit Securities”). To redeem, an investor must accumulate enough Shares to
constitute a Creation Unit. The size of a Creation Unit is 100,000 shares for the Fund. Redemption requests
must be placed by or through an Authorized Participant.

Redemption requests in good order will receive the NAV next determined after the request is received.
Therefore, all redemption requests received by the Fund prior to the NAV Calculation Time (as described in
the Registration Statement) will receive the NAV determined immediately thereafter, whereas all redemption
requests received by the Fund after the NAV Calculation Time will receive the NAV calculated on the
immediately following business day. Procedures for redemptions are analogous (in reverse) to those for
purchase of Creation Units, except that redemption requests are made directly to the Fund and are not made
through the Distributor.

The NAV for Shares of the Fund will be disseminated on www.wisdomtree.com. In addition, the Indicative
Optimized Portfolio Value for the Fund (the estimated NAV of a Share) will be calculated and disseminated at
least every 15 seconds during regular Exchange trading hours. For a more complete description of the Fund
and the underlying index, visit www.wisdomtree.com.

Principal Risks
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Interested persons are referred to discussion in the Fund's prospectus of principal risks of an investment
in the Fund. These include tracking error risk (factors causing a Fund's performance to not match the
performance of the underlying index), market trading risk (for example, trading halts, trading above or
below net asset value), stock market risk, investment style risk, interest rate risk, investment approach risk,
concentration risk, non-diversification risk, issuer-specific risk, management risk, lack of market liquidity, lack
of governmental insurance or guarantee, and fiscal policy risk.

Hours of Trading

Trading in the Fund will be 9:30 a.m. until 4:15 p.m.

Exchange Rules Applicable to the Trading of ETFs

The rules applicable to ETFs are applicable to the Fund since the Fund falls within the definition of an
Investment Company Unit, as provided in Paragraph 703.16 of the Listed Company Manual and NYSE Rule
1100.

Application of Certain NYSE Rules to ETFs

Rule 104 - NYSE Rules 104.20 and 104.21 establish a capital requirement for specialists of $500,000
per ETF. A specialist unit registered only in an ETF would be subject to the $1,000,000 minimum capital
requirement of Rule 104.20.

In addition, Rule 104 governs specialist market making in ETFs. In particular, the rule permits specialists
to engage in “parity” transactions on direct destabilizing ticks without obtaining Floor Official approval. A
“parity” transaction in an ETF would be a trade to bring the security into line with the value of the securities
comprising the ETF, or the value of a futures contract on the index on which the ETF is based.

Rule 13 - NYSE Rule 13.30 provides that stop and stop limit orders in an Investment Company Unit shall be
elected by a quotation, but specifies that if the electing bid on an offer is more than 0.10 point away from the
last sale and is for the specialist's dealer account, prior Floor Official approval is required for the election to be
effective. This rule applies to Investment Company Units generally.

Rule 36.30 - NYSE Rule 36.30 governs the establishment of telephone or electronic communications
between the NYSE's trading floor and any other location. Rule 36 provides that a specialist registered in an
ETF may use a telephone or order entry terminal to enter an order in the ETF itself, in a component security
of the ETF, or in an options or futures contract related to the ETF. In addition, the specialist may use a post
telephone to obtain market information with respect to such ETFs, options, futures, or component securities.
The text of Rule 36 makes clear that if an order in a component security of such ETF is to be executed on the
NYSE, the order must be entered in compliance with NYSE Rule 112(c) and SEC Rule 11a2-2(T) (described
below), and must be entered only for the purpose of hedging a position in the ETF.

The specialist may not use the post wire to call a specialist on the NYSE registered in a component stock
of the ETF to enter an order, nor may the specialist use a SuperDOT terminal to send an order directly via
SuperDOT to another specialist. The specialist registered in an ETF is not registered in the component
stocks, and therefore is not permitted to initiate an “on Floor” order in such a stock.

NYSE members, including specialists, are permitted to enter an “off-Floor” order. NYSE Rule 112(c) codifies
the principle that a member may use a “communication facility” on the Floor of the NYSE to call an off-Floor
location and enter a proprietary order. The order is deemed to be an “off-Floor” order (i.e., not an order
initiated on the Floor, referred to as an “on Floor” order), provided the order is routed through a clearing firm's
order room off the Floor, and is transmitted to the Floor for execution by an unaffiliated member. This latter
provision is consistent with SEC Rule 11a2-2(T), which permits executions of off-floor member proprietary
orders by unaffiliated members. These rules do not impose restrictions on the types of orders which may
be executed pursuant to the exemptive relief provided. Under Rule 36.30, any orders in a component stock
of an ETF entered for execution on the NYSE from the specialist's post, either by telephone or by means
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of a SuperDOT terminal, would have to be routed through a clearing firm's order room off the Floor and
transmitted back to the Floor for execution without the specialist in the ETF interacting with the order or
participating in the execution in any way.

Rule 123C - Market-on-Close/Limit-At-The-Close Orders

Orders in ETFs are not subject to the NYSE's Rule 123C Market-On-Close (“MOC”)/Limit-atthe-Close (“LOC”)
procedures concerning order entry limitations, cancellation of orders during a regulatory halt, imbalance
publications, and any other limitations or procedures with respect to MOC/LOC procedures. A MOC/LOC
order in an ETF can be entered at any time without regard to the limitations of Rule 123C. In addition, the
closing price of an ETF will not be subject to publication of imbalances under Rule 123C.

Rule 123D- Pre-Opening Price Indications Policy

Similarly, the NYSE's policies regarding mandatory dissemination of pre-opening price indications in the case
of significant order imbalances and potentially large price dislocation from the prior close do not apply to
ETFs.

Both the MOC/LOC procedures and the mandatory pre-opening price indications policy are intended to
solicit offsetting contra side interest to minimize price dislocation. This rationale does not apply in the case of
ETFs, which are derivatively priced in relation to, among other things, the values of the underlying component
securities, regardless of the extent of an order imbalance.

Rule 105(m) - NYSE Rule 105(m), which prohibits affiliates of specialist units from acting as a primary
market maker in the option on a specialty security, permits such activity with respect to options on a Fund
for affiliates of specialists that have Rule 98 approved procedures in place. The Exchange believes that, as
ETFs are derivatively priced, the conflicts of interest with respect to market making in both the underlying
security and its corresponding option are minimized in this case. The Exchange will also permit a NYSE Rule
98 affiliate of the ETF specialist to act in a market making capacity (but not as a specialist) in the ETF itself on
another market center.

Rule 98 - NYSE Rule 98 provides that affiliates of a specialist organization can receive an exemption from
certain rules applicable to specialists (principally impacting proprietary trading and investment banking),
provided they establish a system of information barriers between themselves and the affiliated specialist. One
of the conditions for the Rule 98 exemption is that the specialist organization be capitalized separate and
apart from any affiliate. The Exchange has deleted this requirement in the case of a specialist organization
that is registered only in ETFs. The Exchange believes that the separate capitalization requirement is not
required in such case, and that the question of adequacy of capital can be appropriately addressed by the
special allocation committee which will allocate the ETF. However, a specialist organization that is registered
only in ETFs will remain subject to the minimum capital requirements specified in Rule 104.20.

Exemptive, Interpretive and No-Action Relief Under Federal Securities Regulations and NYSE Rules

The Securities and Exchange Commission (“SEC”) has issued exemptive, interpretive and no-action relief
from certain provisions of and rules under the Act regarding trading in the above-mentioned Fund. Members
and member organizations are referred to the Letter from James Brigagliano, Acting Associate Director,
Division of Market Regulation, SEC, to Richard F. Morris, WisdomTree Investments, Inc., dated October
12, 2006 (“SEC Letter”). A description of the SEC's exemptive relief follows; however, in the event of any
discrepancy between this description and the SEC Letter, the text of the SEC Letter controls.

Regulation M Exemptions - Generally, Rules 101 and 102 of Regulation M prohibit any “distribution
participant” and its “affiliated purchasers” from bidding for, purchasing, or attempting to induce any person
to bid for or purchase any security which is the subject of a distribution until after the applicable restricted
period, except as specifically permitted in Regulation M. The provisions of the Rules apply to underwriters,
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prospective underwriters, brokers, dealers, and other persons who have agreed to participate or are
participating in a distribution of securities.

The SEC has granted an exemption from Rule 101 under Regulation M to permit persons participating
in a distribution of shares of the above-mentioned Fund to engage in secondary market transactions in
such shares during their participation in such a distribution. In addition, the SEC has granted relief under
Regulation M to permit persons who may be deemed to be participating in the distribution of shares of the
above-mentioned Fund (i) to purchase securities for the purpose of purchasing Creation Unit Aggregations of
Fund shares and to (ii) tender securities for redemption in Creation Unit Aggregations. Further, the SEC has
clarified that the tender of Fund shares to the Fund for redemption does not constitute a bid for or purchase of
any of the Fund's securities during the restricted period of Rule 101. The SEC has also granted an exemption
pursuant to paragraph (e) of Rule 102 under Regulation M to allow the redemption of Fund shares in Creation
Unit Aggregations during the continuous offering of shares.

Customer Confirmations for Creation or Redemption of Fund Shares (SEC Rule 10b-10) - Broker-dealers
who handle purchases or redemptions of Fund shares in Creation Unit size for customers will be permitted to
provide such customers with a statement of the number of Creation Unit Aggregations created or redeemed
without providing a statement of the identity, number and price of shares of the individual securities tendered
to the Fund for purposes of purchasing Creation Unit Aggregations (“Deposit Securities”) or the identity,
number and price of shares to be delivered by the Trust to the redeeming holder (“Redemption Securities”).
The composition of the securities required to be tendered to the Fund for creation purposes and of the
securities to be delivered on redemption will be disseminated each business day and will be applicable to
requests for creations or redemption, as the case may be, on that day. This exemptive relief under Rule
10b-10 with respect to creations and redemptions is subject to the following conditions:

(1) Confirmations to customers engaging in creations or redemptions must state that all information
required by Rule 10b-10 will be provided upon request;

(2) Any such request by a customer for information required by Rule 10b-10 will be filed in a timely
manner, in accordance with Rule 10b-10(c);

(3) Except for the identity, number and price of shares of the component securities of the Deposit
Securities and Redemption Securities, as described above, confirmations to customers must disclose
all other information required by Rule 10b-10(a).

SEC Rule 14e-5 -An exemption from Rule 14e-5 has been granted to permit any person acting as a dealer-
manager of a tender offer for a component security of the Fund to (1) redeem Fund shares in Creation Unit
Aggregations from the issuer that may include a security subject to such tender offer and (2) to purchase
Fund shares during such tender offer. In addition, a no-action position has been taken under Rule 14e-5 if a
broker-dealer acting as a dealer-manager of a tender offer for a security of the Fund purchases or arranges
to purchase such securities in the secondary market for the purpose of tendering such securities to purchase
one or more Creation Unit Aggregations of shares, if made in conformance with the following:

(i) such bids or purchases are effected in the ordinary course of business, in connection with a basket
of 20 or more securities in which any security that is the subject of a distribution, or any reference
security, does not comprise more than 5% of the value of the basket purchased; or

(ii) purchases are effected as adjustments to such basket in the ordinary course of business as a result
of a change in the composition of the underlying index; and

(iii) such bids or purchases are not effected for the purpose of facilitating such tender offer.

Section 11(d)(1); SEC Rules 11d1-1 and 11d1-2 - Section 11(d)(1) of the Act generally prohibits a person
who is both a broker and a dealer from effecting any transaction in which the broker-dealer extends credit
to a customer on any security which was part of a new issue in the distribution of which he participated as
a member of a selling syndicate or group within thirty days prior to such transaction. The SEC has clarified
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that Section 11(d)(1) does not apply to broker-dealers that are not Authorized Participants (and, therefore, do
not create Creation Unit Aggregations) that engage in both proprietary and customer transactions in shares
of the Fund in the secondary market, and for broker-dealer Authorized Participants that engage in creations
of Creation Unit Aggregations. This relief is subject to specific conditions, including the condition that such
broker-dealer (whether or not an Authorized Participant) does not, directly or indirectly, receive from the fund
complex any payment, compensation or other economic incentive to promote or sell the shares of the ETF to
persons outside the fund complex, other than non-cash compensation permitted under NASD Rule 2830 (I)(5)
(A), (B) or (C). See letter dated November 21, 2005 from Catherine McGuire, Chief Counsel, SEC Division of
Market Regulation, to Securities Industry Association, Derivative Products Committee. The Commission has
also taken a no-action position under Section 11(d)(1) of the Act that broker-dealers may treat shares of the
Fund, for purposes of Rule 11d1-2, as “securities issued by a registered open-end investment company as
defined in the Investment Company Act” and thereby extend credit or maintain or arrange for the extension
or maintenance of credit on shares that have been owned by the persons to whom credit is provided for more
than 30 days, in reliance on the exemption contained in the rule.

SEC Rule 15c1-5 and 15c1-6 - The SEC has taken a no-action position with respect to Rule 15c1-5 and
Rule 15c1-6 as to the required disclosure of control by a broker or dealer with respect to creations and
redemptions of Fund shares and secondary market transactions therein.

Other Matters

Due Diligence - Pursuant to NYSE Rule 405, before a member, member organization, allied member or
employee thereof undertakes to recommend a transaction in ETF shares, such person must exercise due
diligence to learn the essential facts relative to the customer. If any recommendation is made with respect
to such shares, the person making the recommendation should have a reasonable basis for believing, at
the time of making the recommendation, that the customer has such knowledge and experience in financial
matters that he or she may reasonably be expected to be capable of evaluating the risks and any special
characteristics of the recommended transaction, and is financially able to bear the risks of the recommended
transaction. Before a member, member organization or employee thereof recommends a transaction in the
Fund, a determination must be made that the recommendation is in compliance with all applicable Federal
and Exchange rules and regulations, including due diligence obligations under Exchange Rule 405.

Certain Specialist Transactions in ETFs - NYSE Rule 460.10 generally precludes certain business
relationships between an issuer and the specialist in the issuer's securities. Exceptions in the rule, however,
permit specialists in ETF shares to enter into Creation Unit transactions through the Distributor to facilitate
the maintenance of a fair and orderly market. Even so, a specialist Creation Unit transaction may only be
effected on the same terms and conditions as any other investor, and only at the net asset value of the ETF
shares. In addition, a specialist may acquire a position in excess of 10% of the outstanding issue of the ETF
shares. Specialists registered in a security issued by an investment company may purchase and redeem
the investment company unit, or securities that can be subdivided or converted into such unit, from the
investment company as appropriate to facilitate the maintenance of a fair and orderly market in the subject
security.

Trading Halts - In order to halt the trading of an ETF, the Exchange may consider, among other things, factors
such as the extent to which trading is not occurring in the underlying securities and whether other unusual
conditions or circumstances detrimental to the maintenance of a fair and orderly market are present. In
addition, trading in Fund shares is subject to trading halts caused by extraordinary market volatility pursuant
to NYSE Rule 80B. If the end-of-day Index value or IOPV applicable to a Fund is not being disseminated as
required, the Exchange may halt trading during the day in which the interruption to the dissemination of the
Index value or IOPV occurs. If the interruption to the dissemination of the Index value or IOPV persists past
the trading day in which it occurred, the Exchange will halt trading no later than the beginning of the trading
day following the interruption.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

283

http://researchhelp.cch.com/License_Agreement.htm


Prospectus Delivery - Exchange members and member organizations should be mindful of applicable
prospectus delivery requirements under the federal securities laws with respect to transactions in the Fund. In
that regard, the Exchange notes that although NYSE Rule 1100(b) provides for delivery of written descriptions
to customers of Funds that have received an exemption from Section 24(d) of the Investment Company
Act, there is at this time no written description available for this particular Fund. Members and member
organizations are advised that delivery of a prospectus in lieu of a written description would satisfy the
requirements of Rule 1100(b).

Purchases and Redemptions in Creation Unit Size - Exchange members and member organizations are
hereby informed that procedures for purchases and redemptions of Shares in Creation Unit Size are
described in the Fund's prospectus and Statement of Additional Information, and that Shares are not
individually redeemable but are redeemable only in Creation Unit Size aggregations or multiples thereof.

Surveillance. Exchange surveillance procedures applicable to trading in the Fund are comparable to those
applicable to other Investment Company Units currently trading on the Exchange.

Questions concerning the matters discussed in this Memorandum may be addressed as follows:

General Questions on ETFs:

Michael Cavalier (212) 656-2474 (Office of the General Counsel)

Questions on:

Due Diligence Stephen A. Kasprzak (Member Firm Regulation) (212) 656-5226

Exchange Rules

Daniel M. Labovitz (Market Surveillance) (212) 656-2081

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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July 6, 2007

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENT TO RULE 92 - INTERMARKET SWEEP ORDERS

I. Purpose

The purpose of this Information Memo is to advise members and member organizations that the SEC is
expected to approve today an amendment to NYSE Rule 92 as described below.

II. Background

The NYSE has amended Rule 92 to add an exemption so that when facilitating a customer order that
would otherwise require the firm to either violate Rule 92 or trade through protected quotations, member
organizations can comply with their Regulation NMS obligation without also violating Rule 92. Under the
current rule, if a member organization is required to route intermarket sweep orders as principal to execute
against the full displayed size of any protected quotation in a security (“ISO”), for example, when facilitating
a customer order at a price inferior to the national best bid or offer or other protected quotations and in
compliance with Rules 600(b)(30)(ii) and 611(b)(6) of Reg. NMS, the ISO could violate Rule 92 by trading
ahead of or along with open customer orders.

III. Amendment to NYSE Rule 92

To address this potential conflict, the new exemption provides that when routing ISOs, the member
organization must yield its principal executions to any open customer orders that are required to be protected
by Rule 92 and capable of accepting the fill. As defined in Rule 92(a), customer orders that are required to
be protected are those open customer orders that are known to the member organization before entry of the
ISO. In addition, the new exemption requires that if a firm executes an ISO to facilitate a customer order at a
price inferior to one or more protected quotations, that customer must consent to not receiving the better price
obtained by the ISO(s). For purposes of this amendment, the terms “protected quotation” and “intermarket
sweep order” are the same as the definitions of those terms contained in Regulation NMS.

The SEC has also approved further amendments to NYSE Rule 92 to permit member organizations to enter
riskless principal transactions. Those amendments will be described more fully in a separate Information
Memo.

IV. Supervision

Member organizations are reminded that they must have adequate policies, procedures, and written
supervisory procedures to detect and deter potential violations of the rule as described in this Memorandum.
Failure to have adequate procedures in place or to have an adequate supervisory system in place may result
in disciplinary action.

V. Staff Contacts

Questions regarding NYSE Rule 92 generally and the amendment in particular may be directed to:
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Brett Kofman, Director, Market Surveillance, at (212) 656-2041, Daniel M. Labovitz, Managing Director,
Market Surveillance, at (212) 656-2081, or Clare Saperstein, Director, Market Surveillance, at (212)
656-2355.

Questions may also be directed to OFSU via the White Phone or in person at their booth in the EBR.
Questions that are not time sensitive may also be submitted to Ask Market Surveillance. (For information
about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3, which was issued on
January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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July 6, 2007

   ATTENTION: TRADING DESKS, ORDER ROOMS, COMPLIANCE DIRECTORS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENT TO NYSE RULE 97

I. Purpose

The purpose of this Information Memo is to announce that the NYSE has filed with the Securities and
Exchange Commission an amendment to NYSE Rule 97. The amendment was filed for immediate
effectiveness in order to assist firms doing block facilitations in complying with their obligations under
Regulation NMS starting on Monday, July 9, 2007. The text of the proposed amended rule is attached as
Exhibit A.

The amended rule will permit member organizations holding long positions as a result of a block transaction
with a customer to execute proprietary intermarket sweep orders (“ISOs”) on a plus tick during the last 20
minutes of the trading day if they are required under Regulation NMS to send a buy ISO in the course of
facilitating another customer's buy or sell order during that time period.

II. Background

NYSE Rule 97 governs block facilitation transactions by NYSE member organizations on behalf of customers.
The rule states that if, as a result of facilitating one or more customer sell order(s) in a stock during the trading
day, a member organization ends up holding a long position in the stock in a proprietary account, then during
the last 20 minutes of trading, the member organization is prohibited from buying such stock as principal on
a “plus tick” if the transaction would take place at a price above the lowest price at which it acquired the long
position.

Under Regulation NMS, member organizations may not trade through a protected quotation in another
market, but may satisfy their obligations to protected orders by sending a portion of the block to the protected
market(s) as intermarket sweep orders at the same time that they send the remainder of the block to the
inferior-priced market. Depending on the size of the block that is being facilitated and the size of the protected
quotes, however, block customers may seek to have the entire block executed at one price on the inferior-
priced market, and as a consequence, may decline to take and process better priced executions that result
from the sending of the ISO orders to other markets. In those situations, the firm would be required - based
on the customer's instructions - to print the block at the inferior price and send the ISOs, which would be
marked and booked as principal (rather than as agent).

But this may result in a conflict between NYSE Rule 97 and Regulation NMS. Specifically, if during the last
20 minutes of trading a member organization facilitates a customer order that trades through protected bids
or offers, and in compliance with Rules 600(b)(30)(ii) and 611(b)(6) of Regulation NMS, the member firm
simultaneously routes proprietary ISOs to execute against the full displayed size of any protected quotation
in that security (“ISO facilitation”), the ISO facilitation could violate Rule 97 if the ISO orders would trade on
a plus tick, at a price above the lowest facilitation price. In essence, the implementation of Regulation NMS
requires firms to choose between violating it or violating Rule 97.

III. Amendment to NYSE Rule 97
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To resolve the potential conflict between Regulation NMS and NYSE Rule 97, the NYSE is amending Rule 97
to add an additional exemption. This exemption would be available only when

(1) The Firm has acquired a proprietary position as a result of a previous block facilitation for a
customer;

(2) The trade being facilitated during the last 20 minutes of trading would cause the firm to trade
through a better priced offer on another market, such that the firm is obligated by Regulation NMS Rule
611 to send proprietary ISOs when it facilitates the customer's order;

(3) The customer has declined better-priced ISO executions; and

(4) The better-priced offers in away markets are such that NYSE Rule 97 would prohibit the firm from
sending a proprietary buy order.

In such cases, the firm would be permitted to send the proprietary buy ISOs, provided that the ISOs
were limited in quantity to the aggregate size of better priced protected quotations in other markets.
Member organizations are advised that notwithstanding this exemption, they are still be subject to the anti-
manipulation provisions of the NYSE and SEC rules and regulations.

IV. Supervision

Member organizations are reminded that they must have adequate policies, procedures, and written
supervisory procedures to detect and deter potential violations of the rule as described in this Memorandum.
Failure to have adequate procedures in place or to have an adequate supervisory system in place may result
in disciplinary action.

V. Staff Contacts

Questions regarding NYSE Rule 97 generally and the amendment in particular may be directed to:

Daniel M. Labovitz, Managing Director, Market Surveillance, at (212) 656-2081

John Kroog, Director, Market Surveillance, at (212) 656-6532

Gerald Heit, Director, Market Surveillance, at (212) 656-6530

Questions may also be directed to OFSU via the White Phone or in person at their booth in the EBR.
Questions that are not time sensitive may also be submitted to Ask Market Surveillance. (For information
about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3, which was issued on
January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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July 5, 2007

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: THE GAP QUOTE POLICY AND USE OF THE GAP TEMPLATE

I. Purpose of the Memo

This Information Memo is being issued to members and member organizations to make clear the
requirements of the NYSE's Gap Quote Policy and the appropriate use of the Gap Template in the Display
Book.

The only change to the Policy since it was last issued is a minimum size or value requirement for an intraday
imbalance. The size of an imbalance suitable for a gap quote must be at least 10,000 shares or more of
the security or a quantity of the security having a value of $200,000 or more, although depending on the
trading characteristics of the security, the appropriate conditions for gapping the quote may be higher.

II. Background

The purpose of the Gap Quote Policy is to publicly disseminate the existence of an order imbalance and to
minimize short-term price dislocation associated with such imbalance by allowing appropriate time after such
notice for the entry of offsetting orders or the cancellation of orders on the side of the imbalance.

An imbalance may occur when the specialist receives a sudden influx of orders on the same side of the
market at the same time or when there are one or more large-size orders and there is insufficient offsetting
interest. An imbalance may also occur when a member proposes to effect a one-sided block transaction at a
significant premium or discount from the prevailing market.

When an imbalance exists, NYSE procedures provide that the specialist should widen the spread between
the bid and offer, a process known as “gapping the quote.” In such cases, the specialist should follow the
procedures described in this memo.

If a specialist fails to follow the letter of the gap quote procedures as detailed below, this could lead to
violations of the order display rule and/or the firm quote rule under Reg. NMS, given that gap quotes are non-
firm and slow and autoquote is disengaged during a gap quotation, and as such may subject the specialist
and/or the specialist member organization to disciplinary action by the Exchange.

III. Gapping the Quote

A. The Revised NYSE Gap Quote Policy

Under the NYSE's gap quote policy, a gapped quotation consists of, on one side, a bid or offer for the amount
representing the amount of the imbalance in the market, priced at the price of the last sale, and, on the side
of the market opposite the imbalance, an offer or bid for 100 shares, priced at the price at which the specialist
believes the stock would trade if no contra side interest developed or no cancellations occurred as a result of
the gapped quotation. The resulting quote will show as either “100 x size” or “size x 100”, depending on the
side of the imbalance.

To qualify for a gapped quotation, the size of the imbalance must be 10,000 shares or more, or have a market
value of $200,000 or more. Note that these are minimum guidelines, and not trip-wires; depending on the
trading characteristics of an individual stock, including its average daily trading volume and its average
volatility, a gapped quotation may not be appropriate every time the stock crosses these thresholds, but
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rather may only become appropriate when the imbalance amount or value reaches some higher level that is
more consistent with the stock's trading characteristics.

Where a specialist has determined that a gapped quotation is appropriate, the specialist should follow these
procedures:

• Prior to publishing the gapped quotation, the specialist must honor the displayed quotation on the
side opposite the imbalance by executing a portion of the imbalance amount against the displayed
amount at the bid (for sell imbalances) or offer (for buy imbalances). The specialist should complete all
related Display Book reports and check the status of the order imbalance. Note that the requirement
to honor the displayed bid or offer does not apply if the exposed quote is a decremented 100-share
quote resulting from a Liquidity Replenishment Point (“LRP”) being reached, and the quote has a quote
condition of non-firm.

Gap quotations are typically used after a security has reached a high or low LRP. In such
instances, the trade that triggered the LRP will have honored the firm quote prior to the posting
of a gap quote, and the Display Book will issue the related execution reports.

• The specialist's pricing determination for the gapped quotation should take account of executable
orders, e-Quotes and verbal interest in the Crowd at prices better than the price of the 100-share bid or
offer. If the imbalance interest is limited as to price, the price on the 100-share side cannot exceed that
limit price.

• The specialist should publish the gapped quotation, using the Gap Quote Template in the Display
Book, as follows:

○ On the side of the imbalance, the bid or offer price, as appropriate, (which is generated
by the Display Book) will be the price of the last sale. The specialist must input a size of at
least 10,000 shares or a market value of at least $200,000 and record the badge number
of the Floor broker representing the imbalance. If a number of brokers' interest makes up
the imbalance, the badge number of the broker with the most significant interest should be
used. If the imbalance is caused by an influx of system orders, the specialist must record
“1” as the badge number.

○ On the side opposite the imbalance, show the possible extent of price impact in the bid
or offer price by bidding or offering for 100 shares (one round lot) at the price at which
the specialist believes the stock would trade if no contra side interest developed or no
cancellations occurred as a result of the gapped quotation.

Following publication, the specialist must immediately contact a senior-level Floor Official (i.e.,
Executive Floor Governor, Floor Governor, Executive Floor Official or Senior Floor Official). The
required Floor Official Approval Form documenting the consultation must be completed within a
reasonable period of time after the intraday imbalance has been resolved.

• Following the publication of the gapped quote, the specialist should, where feasible or necessary due
to conditions in the security or in the market, attempt to contact known contra-side parties to solicit
participation to offset the imbalance. Brokers are expected to monitor conditions in securities where
have interest or potential interest and should not rely on the specialist to contact them to advise of
intraday order imbalances.

• During the term of the gapped quotation, the specialist must continue to permit the entry and
cancellation of orders in the Display Book and not implicitly freeze the Book.

The gapped quotation should remain in place for a reasonable amount of time to permit interested parties
to respond to the order imbalance. What constitutes a “reasonable time” will be determined by the unique
circumstances of each gapped quotation situation, but as a general guideline, gapped quotations should
be in place for at least 30 seconds unless offsetting interest is received earlier and generally should not last
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more than two minutes. As soon as the specialist receives offsetting interest that would permit a trade within
the stock's normal trading characteristics, the specialist should trade out of the gap quote to return to a fast
market. NYSE Regulation is continuing to study the time parameters connected with gap quoting and will
advise as to any changes if appropriate.

Example

At 2:10 P.M., the market in XYZ is $76.45 bid for 2,000 shares, 5,000 shares offered at $76.50 with
the last sale at $76.47. The specialist receives a sudden influx of orders through the System and
from Floor brokers to buy 370,000 shares at the market. The specialist executes a portion of the buy
order imbalance against the 5,000 shares offered to honor the firm quote. 5,000 shares at $76.50
are reported to the Consolidated Tape and the related Floor reports are issued. The specialist then
gaps the quote, making the market $76.50 bid for 365,000 shares, 100 shares offered at $78.00.
Note that this gapped quotation meets all of the requirements discussed above. The bid price touches
the last sale. The size of the imbalance, which was reduced when the specialist took the offer, must
be published as the bid size. The offer price indicates the possible extent of the impact of the buy
imbalance on the price of the stock. Lastly, the offer size is shown as 100 shares to indicate that there
is insufficient interest on the sell side of the market.

B. Role of the Senior-level Floor Official

As noted above, specialists must consult with a senior-level Floor Official in connection with a gapped
quotation. The senior-level Floor Official is responsible for monitoring the gapped quotation. As a result of this
consultation, the senior-level Floor Official may determine that a gapped quotation is no longer necessary
because the specialist can execute the orders immediately without undue price dislocation, or may determine
to maintain the gap quote but for no more than two minutes, or may determine to halt trading in the stock due
to the size and extent of the imbalance. If the senior-level Floor Official determines that the stock should be
halted, he or she should declare a nonregulatory order imbalance halt in trading to address the imbalance
rather than continue the gapped quotation.

C. Display Book Support for Gapping the Quote

The Gap Quote Template in the Display Book (shown below) facilitates the specialist's compliance with the
Gap Quote Policy.

Gap Quote Policy

When using the Gap template, the specialist or specialist trading assistant must enter the correct size or
dollar value (i.e., 10,000 shares or more, or a value of $200,000 or more), as well as the badge number of
the Floor broker who is most responsible for the imbalance if that information is known to the specialist. If the
imbalance is the result of order flow through the System, the specialist or trading assistant should enter the
number ‘1’ in the badge number field. If the user fails to comply with either of those requirements, the Display
Book will prompt the user for the necessary information.

Gap Quote Policy

D. Prohibited Use of the Gap Quote Template

As has been previously stated, the Gap Quote Template is to be used only when the specialist is gapping the
quote in conformity with the Gap Quote Policy described above. Use of the Gap Quote Template for other
purposes, such as to make the market slow to clean up a block trade, or to manage trading immediately
following the Opening or in advance of the Closing trade, are inappropriate. Misuse of the Gap Quote
Template may result in violations of the limit order display rule and/or the firm quote rule, and as such may
subject the specialist and/or the specialist member organization to disciplinary action by the Exchange.
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Specialist firms must have adequate policies and procedures in place to ensure appropriate use of the Gap
Quote Template.

IV. Staff Contacts

Should you have any questions about the Gap Quote Policy or the use of the Gap Template in Display Book,
you may call

Carol Krusik, Director, Rule Interpretation and Member Education,

at (212) 656-4597,

Jerry Reda, Director, Member Trading II, at (212) 656-5354 or

John Saxton, Director, Member Trading II, at (212) 656-2324.

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
Booth in the EBR. Questions that are not time sensitive may also be submitted to Ask Market Surveillance.
(For information about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3, which
was issued on January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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July 3, 2007

   ATTENTION: COMPLIANCE, LEGAL, AND REGISTRATION DEPARTMENTS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO NYSE RULES 342 AND 343

Introduction

On June 29, 2007, NYSE filed, for immediate effectiveness, amendments to NYSE Rules 342 (“Offices
- Approval, Supervision and Control”) and 343 (“Offices - Sole Tenancy, Hours, Display of Membership
Certificates”) to eliminate the requirement that Exchange approval be obtained for the establishment of
branch offices and for space-sharing arrangements within such offices. In addition, the amendments:
eliminate the requirement that an NYSE “certificate of membership” be displayed in each branch office;
conform Rule 342(c) to the definition of “branch office” as set forth in Rule 342.10; and delete the
Interpretation of Rule 343 in its entirety (see Exhibit A and File No. SR-NYSE-2007-59).

Detail of Amendments

Rule 342(c)

NYSE Rule 342(c) has heretofore required that member organizations obtain the Exchange's prior consent
for each office to be established, other than a main office. The amendments to Rule 342(c) replace the “prior
consent” requirement with a “notice” requirement. Under the amended rule, member organizations will simply
continue to utilize the Uniform Branch Office Registration Form (Form BR) through Web CRD (“Central
Registration Depository”) to provide the required notice. The amendments will allow branch office filings to be
monitored and reviewed without unduly delaying the initiation of business activities at such offices.

The amendments also conform Rule 342(c) to the definition of “branch office” set forth in Rule 342.10. As
noted above, Rule 342(c) has heretofore applied to “each office… other than a main office.” The phrase “other
than a main office” has been deleted from Rule 342(c) because the definition of “branch office” under Rule
342.10 may include a main office location, depending on the functions performed at that location.

Rule 343

NYSE Rule 343 has heretofore prohibited member organizations from jointly occupying an office with another
broker or dealer, investment advisor, or other person who conducts a securities or commodities business
with the public unless the prior approval of the Exchange had been obtained. Such approval was granted
pursuant to member organization representations that prescribed conditions were in place at the location
(e.g., establishment of physical barriers; signage; clearly designated business cards and stationary, etc.).
Additionally, Rule 343(d) required member organizations to display an Exchange-provided “certificate of
membership” at all branch office locations.

The amendments to Rule 343 and its Interpretation allow member organizations to establish office space-
sharing arrangements without obtaining the prior approval of the Exchange. Member organizations are still
responsible for taking reasonable steps to assure that any branch office location that shares space with
prescribed persons is configured and administered such that public customers are clear as to the entity with
which they are conducting business. Additionally, the category of prescribed persons has been expanded to
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include “banks” (as well as any broker, dealer, investment adviser, or other person who conducts a securities
or commodities business with the public).

The amended rule continues to requires that member organizations notify the Exchange prior to, or upon
the establishment of, any branch office space-sharing arrangement with persons prescribed in the rule. The
notice requirement is to be satisfied, as it has been, via Form BR submissions processed through Web CRD.
Specifically, every branch office application for registration is still required to indicate whether the location
involves a space-sharing arrangement subject to Rule 343. Likewise, the Form BR profile of any existing
branch office location to which a space-sharing arrangement is being introduced still requires an amendment
reflecting the presence of the arrangement. However, no representations beyond the indication that the
member organization will be sharing office space is required to be included as part of the application.

Though no longer included in the rule text, the following considerations may be taken into account by
member organizations when making a determination that reasonable steps have been taken to ensure that
prospective space-sharing arrangements are structured such that public customers will be clear as to the
entity with which they are conducting business:

(1) There is little or no customer traffic in the branch office;
(2) Sufficient physical separation exists to enable customers who visit the premises to identify the

individual or organization with which they are transacting business;
(3) Clearance for the arrangement has been obtained from the member organization's fidelity insurance

carrier;
(4) Clearance for the arrangement has been obtained from the member organization's auditors;
(5) The name of each entity is placed on the door to their working space;
(6) The entities' names are not listed under the same telephone number;
(7) The telephone number of the member organization is not used on the letterhead, business cards, or

on any advertising of the other entity;
(8) The employees of each organization will wear a badge identifying their employer; or
(9) Any other considerations deemed reasonable by the member organization.

The process for determining that branch office space-sharing arrangements have been considered pursuant
to Rule 343 must be documented and retained.

The amendments make clear that when a space-sharing arrangement involves the dual employment of
member organization personnel, policies and procedures must be in place that clearly identify the duties
and functions to be performed on behalf of the member organization by such employees, and that clearly
establish their supervisory reporting lines.

The amendments delete .10 of the Rule's Supplementary Material which required employees of two member
organizations that are sharing office space to wear badges identifying their employer. However, as noted
above, the wearing of distinguishing badges is included as an option for member organizations to consider
when making determinations regarding prospective space-sharing arrangements.

The amendments also delete Rule 343(d) to eliminate the requirement that member organizations display an
Exchange-provided “certificate of membership” at branch office locations. Consequently, the Exchange will no
longer provide branch office membership certificates to new or existing registered branch office locations.

Finally, the amendments delete the Interpretation of Rule 343 in its entirety as the changes to Rule 343
render it irrelevant.

Any questions regarding this Information Memo may be directed to Stephen Kasprzak at 212-656-5226, Greg
Taylor at 212-656-2920, or Michael Troha at 212-656-5639.

___________________________

Grace B. Vogel

Executive Vice President
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Member Firm Regulation

Attachments

Exhibit A

Additions are Underscored

Deletions are [Bracketed]

Rule 342. Offices—Approval, Supervision and Control

(a) - (b) NO CHANGE.

(c) [The prior consent of the Exchange shall be obtained for] A member organization shall provide notice to
the Exchange of each branch office established by [a] such [member or] member organization[, other than a
main office].

Remainder of rule - NO CHANGE.

*****

Additions are Underscored

Deletions are [Bracketed]

Rule 343. Offices—[Sole Tenancy,] Branch Office Space-Sharing Arrangements and Main Office Business
Hours[, Display of Membership Certificates]

(a) [Unless otherwise permitted by the Exchange, each office or foreign incorporated branch of
a member or member organization shall not be occupied jointly with any other broker or dealer,
investment advisor, or other person who conducts a securities or commodities business with the public.
Types of office space arrangements deemed permissible are described below:] Notification must be
provided to the Exchange when a branch office of a member organization shares office space with a
broker, dealer, investment adviser, bank, or another person who conducts a securities or commodities
business with the public. Such notification shall be provided prior to or upon the establishment of any
such arrangement.

(b) With respect to all branch office space-sharing arrangements established pursuant to (a),
reasonable steps must be taken to ensure that employees of each entity can be clearly identified as to
their employer(s) such that public customers are clear as to the entity with which they are conducting
business.

(c) If a branch office space-sharing arrangement involves the dual-employment of member organization
personnel, the member organization must have policies and procedures that:

(i) clearly identify the duties and functions to be performed on behalf of the member organization
by such employees; and

(ii) clearly establish the supervisory reporting lines with respect to such arrangements.

[(1) Clearing member organizations may furnish office space, telephone, ticker or any other facilities, to
their introducing non-clearing member organizations.

(2) A branch or main office sales area of a member or member organization may be shared with any
other broker or dealer, investment advisor or other person who conducts a securities or commodities
business with the public, provided the member or member organization furnishes the Exchange with
the following written assurances:

(A) The arrangement is not contrary to the rules of any self-regulatory organization; and
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(B) there is little or no customer traffic in the office of either organization; and
(C) sufficient separation exists to enable customers who do visit to identify the individual or

organization with which they are transacting business; and
(D) employees can be clearly identified as to their respective employer; and
(E) clearance has been obtained from the member organization's fidelity insurance carrier and

auditors.

(3) Notwithstanding the requirements set forth in (2) above, the Exchange will permit a member or
member organization to share office space with any other broker or dealer, investment advisor or other
person who conducts a securities or commodities business with the public if the following conditions
are met:

(A) such space is separated by ceiling-high solid walls; and
(B) such space has direct access to a public hall, main corridor or street; and
(C) the name of each organization is placed on the door to such space; and
(D) there are no connecting doors or windows between the space to be jointly occupied; and
(E) the names are not listed under the same telephone number, and the telephone number of

the member is not used on the letterhead or on any advertising of any other member or non-
member (Also see Rule 36.60.)

(b) Members and member organizations may share office space with any person who is not a broker or
dealer, an investment advisor, or who does not conduct a securities or commodities business with the public.]

[(c)] (d) Unless otherwise permitted by the Exchange, the main office of every [member or] member
organization shall remain open for business on every full business day during the trading hours on the New
York Stock Exchange.

[(d) Members and member organizations maintaining customers' offices are required to display in each such
office a certificate of membership provided by the Exchange. Such certificate shall be at all times the property
of the Exchange.]

[• • • Supplementary Material: 

Information Regarding Office Space Arrangements

.10 A non-clearing member organization which has been afforded facilities by its clearing member
organization may permit its registered employees to perform their regular duties in the board room of the
clearing organization, only if such employees of the non-clearing organization wear badges identifying them
as employees of such organization.

When two or more non-clearing member organizations share the facilities of a single board room all
employees of such member organizations must wear badges identifying them as employees of their
respective member organization employers. It is the duty of the clearing organization to see that this
requirement is observed.]

*****

Deletions are [Bracketed]

Rule 343 Interpretation Handbook Text

[Rule 343 OFFICES-SOLE TENANCY, HOURS, DISPLAY OF MEMBERSHIP CERTIFICATES

(a) SHARING OF OFFICE SPACE

/01 Permissible Office Space Arrangements

Arrangements whereby member organizations share office space with their corporate affiliates
and subsidiaries and fellow members of other exchanges will be governed by the standards set
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forth in Rule 343 for all securities-oriented individuals or organizations. The Exchange's approval
of such arrangements will depend upon such factors as the nature of the business, the degree of
control and the responsibilities of the member organization's employees.

The diagram below illustrates the limitations of such arrangements with securities or
commodities organizations when the assurances called for in Rule 343(a)(2) cannot be
furnished.

PUBLIC HALL
   

X X
Member or X X Member
Non-Member X A X Closed Door
Closed Door X X

X X
X X

 

X X X X X

Member Closed Door

A receptionist hired by any of the organizations may occupy area “A.”]

*****

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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July 02, 2007

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW RULE 80A COLLARS AND RULE 80B CIRCUIT BREAKER LEVELS FOR THIRD
QUARTER 2007

EFFECTIVE July 1, 2007 through September 30, 2007

□ Rule 80A restrictions on index arbitrage trading in component stocks of the S&P 500 Stock Price Index will
be imposed when the NYSE Composite Index (also known as NYA) is above or below its closing value on
the previous trading day by:

190 points or more

□ Rule 80A restrictions will be removed when the NYSE Composite Index is above or below its closing
value on the previous trading day by:

90 points or less

□ Index arbitrage order entry restrictions will be re-imposed each time the NYSE Composite Index advances
or declines

190 points from the prior day's close.

□ Rule 80B trading halts will be triggered when the Dow Jones Industrial Average (“DJIA”) declines below its
closing value on the previous trading day by:

1,350 points (Level 1)

2,700 points (Level 2)

4,050 points (Level 3)

Rule 80A

Whenever Rule 80A collars are in effect due to a decline in the NYSE Composite Index, all index arbitrage
orders to sell any component stock of the S & P 500 Stock Price Index must be marked “sell plus”; and
whenever the collars are in effect due to an advance in the NYSE Composite Index, all index arbitrage
orders to buy must be marked “buy minus.” Members and member organizations are advised that if an index
arbitrage order or any of its components is unexecuted at the time the collar is invoked, such order(s), if they
do not already carry stabilizing tick instructions, do not need to be canceled and re-entered with stabilizing
tick instructions.

Rule 80B

Whenever a Rule 80B circuit breaker is in effect, trading in all stocks on the Exchange will halt for the time
periods specified below.

Level 1 Halt

a) before 2:00 p.m. - one hour;

b) at 2:00 p.m. or later but before 2:30 p.m. - 30 minutes;

c) at 2:30 p.m. or later - trading shall continue, unless there is a Level 2 Halt.
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Level 2 Halt

a) before 1:00 p.m. - two hours;

b) at 1:00 p.m. or later but before 2:00 p.m. - one hour;

c) at 2:00 p.m. or later - trading shall halt and not resume for the remainder of the day.

Level 3 Halt

At any time - trading shall halt and not resume for the remainder of the day.

A complete discussion of the calculation of trigger values for Rule 80B was published in Information Memo
No. 98-15, dated April 13, 1998.

Questions concerning this bulletin should be directed as follows:

Patrick Giraldi, Director, Market Surveillance, at (212) 656-6804, or Douglas Witter, Senior Special Counsel,
Market Surveillance, at (212) 656-4875

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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June 29, 2007

   ATTENTION: CHIEF EXECUTIVE OFFICER, CHIEF OPERATIONS OFFICER, LEGAL AND
COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: SEC REPEAL OF SHORT SALE TICK TEST

I. Purpose

The purpose of this Information Memo is to alert members and member organizations that the Securities
and Exchange Commission (the “SEC” or “the Commission”) has announced its decision to amend Rule
10a-1 (promulgated under the Securities Exchange Act of 1934 (“SEA”)) and eliminate the “tick test” for short
sales, which will be effective upon the publication of such amendments in the Federal Register. The SEC has
advised that the compliance date for the new rule will be July 6, 2007.

II. Background

The SEC adopted Rule 10a-1 in 1938 out of concern over the effects of short selling in a declining market.
SEA Rule 10a-1 provides that, subject to certain exceptions, a security may be sold short (a) at a price above
the price at which the immediately preceding sale was effected (plus tick), or (b) at the last sale price if it is
higher that the last different price (zero-plus tick). Short sales are not permitted on minus ticks or zerominus
ticks, subject to narrow exceptions. The NYSE adopted its own similar short sale price tests in NYSE Rule
440B.

Beginning in 2004, the Regulation SHO pilot temporarily suspended the tick test and any short sale price
test of any exchange or national securities association for certain securities on the pilot list. The pilot
demonstrated that the tick test restrictions only modestly reduced liquidity and did not appear necessary
to prevent manipulation. In addition, the empirical evidence of the pilot did not provide strong support for
extending a tick test to either small or thinly-traded securities not currently subject to a price test.

III. SEC Repeal of the Tick Test

The Commission recently voted to adopt amendments to SEA Rule 10a-1 and Regulation SHO that will
eliminate any short sale price test or tick test. These amendments will also prohibit any self-regulatory
organization (such as the NYSE) from having any short sale price test or tick test. See SEC Press Release

2007-114 (attached as Exhibit A). The SEC has advised that the compliance date will be July 6, 2007. 1   The
SEC is also amending Rule 200(g) of Regulation SHO to remove the ”short exempt” marking requirement
of that rule. Please note, however, that under the amended Rule 10a-1 and Regulation SHO Rule 200 and
NYSE Rule 440B.13, all orders to sell must be properly marked as “sell long” or “sell short” (as appropriate).
2 

IV. NYSE Regulation Staff Contacts

Questions concerning this Information Memo should be addressed to:

Karen Lorentz, Managing Director, Operations Planning, (212) 656-5858

Patrick Giraldi, Director, On-Floor Surveillance Unit, at (212) 656-6804
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Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
Booth in the EBR. Questions that are not time sensitive may also be submitted to Ask Market Surveillance.
(For information about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3, which
was issued on January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  The NYSE is currently preparing a rule filing to amend NYSE Rule 440B and related rules to eliminate
the tick test for short sales effected on the NYSE. Members and member organizations will be advised
when the rule filing is effective.

2  Although Firms should eliminate "short exempt" markings as soon as practicable, NYSE systems will
continue to handle orders marked "short exempt" in the same manner that it handles all short sales.
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June 29, 2007

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ELIMINATION OF ITS (INTERMARKET TRADING SYSTEM)

I. Purpose

The purpose of this Information Memo is to alert members and member organizations that the Intermarket
Trading System (“ITS”) will be eliminated on June 30, 2007. In addition, the NMS Linkage Plan (“NMS
Linkage Plan”) will expire on June 30, 2007.

II. Background

Since 1979, ITS has been the principal means of electronically transmitting orders between market centers to
avoid trading through superior quotes in those markets. In connection with the implementation of Regulation
NMS, the ITS Plan participants terminated the governing agreement, the ITS Plan, and replaced it, until June
30, 2007, with the NMS Linkage Plan. The NMS Linkage Plan continued to use the ITS connectivity between
markets, and also preserved certain elements of the ITS Plan, including the requirement to disseminate ITS
Pre-Opening Indications.

Beginning Monday, July 2, 2007 the former ITS Participants and other markets will rely solely on private
linkages to communicate orders and information between and among other market centers.

III. Pre-Opening Price Information

Member and member organizations are advised that as of June 30, 2007, because of the decommissioning
of ITS, the Display Book functionality associated with the ITS pre-opening price information will no longer
operate. Accordingly, specialists will no longer be required to disseminate ITS Pre-Opening Indications
pursuant to NYSE Rule 15(c)(i)(A)(1). Nor will they be able to so on a voluntary basis. Specialists are advised
that the requirements of NYSE Rule 123D (other than those aspects of the rule relating to ITS) will continue
to apply, and specialists should be disseminating indications before opening or reopening a stock as required

under NYSE Rule 123D. 1 

The NYSE is currently preparing conforming changes to its rules that will eliminate references to ITS, which
it intends to file with the SEC on an expedited basis in the near future. In the interim, to the extent that a
rule contains an obligation on members or member organizations that is dependent on the existence of ITS
connectivity and cannot be carried out without the ITS connectivity, failure to comply with such provisions will
not result in disciplinary action. Members and member organizations are advised, however, that they continue
to be bound by all other rules relating to intermarket trading and communication, including Regulation NMS
rules and NYSE rules, and that violations of such rules may result in formal or informal disciplinary action.

IV. NYSE Regulation Staff Contacts

Questions concerning this Information Memo should be addressed to:

Patrick Giraldi, Director, On-Floor Surveillance Unit, at (212) 656-6804

Craig Hammond, Managing Director, Office of the General Counsel, at (212) 656-2661

Karen Lorentz, Managing Director, Operations Planning, at (212) 656-5858
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Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
Booth in the EBR. Questions that are not time sensitive may also be submitted to Ask Market Surveillance.
(For information about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3, which
was issued on January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  For more information on the dissemination of indications, see NYSE Rule 123D and Information
Memos 07-15 ("Reduction of Minimum Time Periods After Delayed Openings, Halts and ‘Equipment
Changeovers’") (February 12, 2007) and 03-5 ("Amendment to Rule 123D, Openings and Halts in
Trading") (February 27, 2003)
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June 29, 2007

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: EXTENSION OF SPECIALIST STABILIZATION RULE PILOT

The purpose of this Information Memo is to advise members and member organizations that the NYSE
has submitted a filing with the SEC for immediate effectiveness to extend the operation of a pilot regarding
specialist stabilization requirements under Rule 104.10(6) for Conditional Transactions (the “Stabilization
Pilot”). The Stabilization Pilot will now extend to September 30, 2007.

On December 1, 2006, the Commission approved changes to NYSE Rules 104.10(5) and 104.10(6)
governing specialist stabilization requirements. The amendments to the Rule moved away from defining
stabilization in terms of the last sale to focus on market conditions, the type of trade in question and the
specialist's existing position. The amendments to Exchange Rule 104.10(6) which govern Conditional
Transactions in active securities were approved as a pilot through June 30, 2007.

Pursuant to the Stabilization Pilot extension, the status quo with respect to Conditional Transactions still
continues through September 30th. Accordingly, specialists will continue to be able to trade in active
securities that establish or increase a position by reaching across the market to trade with the NYSE
published bid (in the case of a specialist's sale) or offer (in the case of a specialist's purchase). Members and
member organizations should refer to Information Memo 07-03 for details regarding Conditional Transactions.

Questions concerning this memo may be directed to Clare Saperstein at 212-656-2355, Patrick Giraldi at
212-656-6804, and John Saxton at 212-656-2324.

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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June 29, 2007

   ATTENTION: CHIEF EXECUTIVE OFFICER, CHIEF OPERATIONS OFFICER, LEGAL AND
COMPLIANCE DEPARTMENTS

TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ODD-LOT ORDER REQUIREMENTS

*** Please Show to Your Compliance Officer ***

I. Purpose

The purpose of this Information Memo is to remind all members and member organizations of the NYSE
requirements governing use of the odd-lot system remain in effect and that odd-lot order activity must comply
with these requirements. Firms are warned that use of the odd-lot system in ways that are inconsistent with
traditional odd-lot investment activity is prohibited and violations will be pursued by the relevant regulatory
authority, including NYSE Regulation.

II. Background

The NYSE odd-lot system is intended to afford customers of members and member organizations an
inexpensive and efficient order execution system compatible with traditional odd-lot investing practices of
smaller individual, retail investors. NYSE Rules 124 and 411(b) set forth procedures and requirements for the
proper execution and processing of odd-lot orders. From the inception of the NYSE odd-lot system, the NYSE
has required that the odd-lot system not be used as a professional trading vehicle, except as otherwise
provided in this Memo. For purposes of this Memo, a professional trading vehicle includes trading strategies
by professionals that would result in more than an incidental use of the odd-lot system.

III. Odd-Lot Order Handling and Prohibited Trading Practices

Use of the odd-lot system in ways that are inconsistent with traditional odd-lot investment activity or order
entry practices that are intended to circumvent the round lot market constitute abuses of the odd-lot system
and are prohibited. For example, members and member organizations are not permitted to engage in the
following conduct:

• Unbundling market or limit round-lots for the purpose of entering odd-lot orders in comparable
amounts;

• Failing to aggregate odd-lot orders into round-lots when such orders are for the same account or for
various accounts in which there is a common monetary interest/beneficial ownership interest (note
that the requirement to aggregate such orders applies to both market and limit orders);

• Entering both buy and sell odd-lot limit orders in the same stock before one of the orders is
executed, for the purpose of capturing the “spread” in the stock;

• Effecting prearranged or wash sales in odd-lots, which are trades in which an offer to buy is coupled
with an offer to sell back at the same or an advanced price (or the reverse). These trades are
violative because they are not actually exposed to the risk of the market. Whether a transaction
presents “market risk” is a facts and circumstances determination. As a general matter, however, in
order to be considered at the risk of the market, at the time of the first transaction there can be no
guarantee or assurance of the price of the second transaction. In addition, the time period between
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the two transactions would not of itself determine whether the trading had been effected at the risk
of the market. Rather, such factors as the liquidity of the security and volume must be considered.
Prearranged or wash sales in odd-lots or partial round lots (“PRLs”) should not be used to create
a false or misleading appearance of more actual or apparent active trading in such security. Such
activity would violate SEC and NYSE anti-manipulation and anti-fraud rules, and other NYSE rules
including but not limited to just and equitable principals of trade and good business practices.

• Effecting prearranged or wash sales in the round-lot portion of a PRL for the purpose of effecting an
execution of the odd-lot portion of the PRL with no market risk and at a more favorable price than
market conditions would have otherwise permitted. For example, when the quote in XYZ is .05 - .15,
a customer simultaneously bids .06 for 199 shares and offers 100 shares at .06. This would cause
100 shares to execute at .06 (this would be a prohibited wash sale), which would in turn force the
specialist to sell to the customer the remaining 99 shares at .06, thereby generating a riskless odd-
lot trade at a better price for the odd-lot than the market at the time would have provided.

• Other types of trading activity in odd-lot orders or in PRLs that is not consistent with traditional odd-
lot investment activity, including index arbitrage, certain types of program trading, security classes
not usually involved in program trading (e.g., REITs, certain narrowly based structure products,
etc.), or any pattern of activity that would suggest day trading or is otherwise clearly suspicious
because it is inconsistent with traditional odd-lot investment activity.

It is also prohibited to enter a round-lot order to create a favorable execution price for odd-lot market or limit
orders pending execution in the odd-lot system.

Odd-lot limit orders may be entered as part of a program trade, provided such orders in the aggregate
constitute a relatively small part of the overall program. For example, the NYSE would consider a program
consisting primarily of odd-lot orders to be presumptively violative of NYSE Rules and policies since the use
of the odd-lot system would not be a “relatively small part” of the overall program.

In determining whether trading involving odd-lots is violative, NYSE Regulation will consider, among other
factors, whether a strategy appears to intentionally utilize odd-lots for the purpose of accessing volume that
would not be available in the round-lot market. Accordingly, NYSE Regulation will consider whether a strategy
appears to be contingent on the use of odd-lots as opposed to round-lots, or seems to be structured in terms
of the size or timing of the orders so that an inappropriate large number of odd-lot orders results. The conduct
described above, in addition to the above cited rules, constitutes conduct inconsistent with just and equitable
principles of trade and possible violations of federal securities laws and will result in disciplinary action by
NYSE Regulation.

IV. Supervision

a. Supervision of Sponsored Participants

Members and member organizations must establish and enforce appropriate internal systems and controls to
monitor odd-lot activity by customers, whether the order is entered by the firm or whether the order is entered
by the customer directly using the firm's electronic order routing systems. Before granting access to its (or a
vendor's) electronic order routing system to correspondents or other parties pursuant to carrying, clearing, or
other arrangements, the member or member organization must assure that that such correspondents or other
sponsored participants has adequate policies and procedures, written controls and supervisory procedures,
and surveillances in place that are reasonably designed to detect improper activity and enforce compliance
with SEC and NYSE rules. Member firms' supervisory systems must be designed to assure compliance with
NYSE and SEC rules, and to monitor for inappropriate and manipulative conduct by their customers. At a very
minimum, NYSE Regulation expects member firms to have policies, procedures, systems and controls, and
surveillances to contemporaneously detect and deter the violations of NYSE and SEC rules, including but not
limited to, the practices outlined above.
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In this regard, members and member organizations are reminded that in addition to their regular supervisory
duties under NYSE Rule 342, they also have an obligation under NYSE Rule 405 (the so-called “Know Your
Customer” rule), to use due diligence to learn the essential facts relative to every customer and every order.
The Rule's requirements apply to every customer order routed through electronic trading systems, including
the NYSE's odd-lot order service. For further information on requirements for electronic transmission of
orders, please refer to Information Memo 02-48.

Members and member organizations are responsible for all order activity effected through the use of their
own or their vendors' electronic order routing systems. Firms who fail to adequately monitor for compliance by
their customers may be subject to formal disciplinary action, including fines or the suspension or termination
of its ability to enter odd lot orders or sponsor customers entering odd lot orders over its electronic order

routing systems or other regulatory sanction as appropriate. 1 

b. Books and Records

All members and member organizations are reminded of their continuing obligation to accurately record
account type information in their audit trail reporting in accordance with NYSE Rule 130(d), and should be
aware that their obligation to provide accurate account type information in reporting program trading extends
to the incidental odd-lot portions of a program; failure to properly provide account type information may result
in disciplinary action against the firm. Therefore, members are advised to be especially diligent in their efforts
to ensure the accuracy of program trading-related audit trail information.

V. NYSE Regulation Staff Contacts

Questions concerning this Information Memo should be addressed to:

Clare F. Saperstein, Principal Rule Counsel, Market Surveillance, at (212) 656-2355 Douglas Witter,
Senior Special Counsel, Market Surveillance, at (212) 656-4875

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
Booth in the EBR. Questions that are not time sensitive may also be submitted to Ask Market Surveillance.
(For information about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3, which
was issued on January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  NYSE Regulation has recently imposed formal disciplinary sanctions and significant fines for odd-lot
trading violations, which are described in Hearing Panel Decisions 07-10, 06-160, 06-171, and 06-192
and posted on NYSE.com.
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June 29, 2007

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Specialists' Contact with Listed Companies and Member Organizations

I. Purpose

The purpose of this Information Memo is to advise members and member organizations that the Exchange
has submitted a filing with the SEC for immediate effectiveness to amend Rule 106 (Specialists' Contact with
Listed Companies and Member Organizations) regarding specialist firms' contacts with listed companies.

II. Background

Rule 106 was adopted in 1989, at a time when orders entered with the specialist were handled manually and
contact between a specialist unit and its listed companies was necessary to ensure that listed companies
were informed about the trading in its listed security on the Floor. Rule 106 mandates very specific interaction
between a specialist unit and representatives of listed companies and a schedule of such interactions.

Rule 106 was intended to help foster a better understanding of the specialist function, the operations of the
Exchange market, and the markets that are maintained in the listed company's stock. In view of changes to
the market and the market place since 1989, the NYSE determined that a review of the rule was warranted.
Based on that review, the NYSE concluded that the specificity of Rule 106 may no longer be relevant and
that a listed company may not need or want the type of contact with their specialist unit that is required by
Rule 106 given the wide availability of market data and the explosion of ways for companies to be easily and
frequently in touch with specialists via telephone, e-mail, internet, instant messaging and the like. As such,
the requirements of Rule 106 are unnecessary since the specialist units are generally in contact with their
listed companies on a daily basis as part of its regular course of business.

III. Changes to Rule 106

In view of the foregoing, Rule 106 (a) has been amended to reflect that with respect to the requirement that at
least one of the quarterly meetings be in-person, a specialist unit must make itself available for an in-person
meeting but does not specifically have to meet with the listed company if the company does not desire to
meet.

Similarly, Rule 106 (b) has been changed to require that a specialist unit must make itself available for
contact with representatives of each of the 15 largest member organizations, representatives of each other
member organization that is a significant customer of the specialist unit and representatives of any other
member organization that requests contact with the specialist unit. a specialist unit to make itself available for
contact with its listed companies.

Rule 106 (c) of the rule has also been amended to provide that specialist are required to provide a record of
their contacts with listed companies and member organization only upon request of the NYSE.

Questions concerning this memo may be directed to Clare Saperstein at 212-656-2355.

___________________________

Robert A. Marchman

Executive Vice President
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Market Surveillance

Attachments

EXHIBIT A

Additions underscored

Deletions [bracketed]

Rule 106. Specialists' Contact with Listed Companies and Member Organizations

(a) During each quarter, each Exchange specialist unit shall contact one or more senior officials, of the rank
of Corporate Secretary or above, of each company in whose stock specialists associated with the specialist
unit are registered. During any calendar year, [at least one of the specialist unit's quarterly contacts referred
to above shall consist of] a specialist unit must make itself available for an in-person meeting between one or
more representatives of the specialist unit and one or more senior officials, of the rank of Corporate Secretary
or above, of each company in whose stock specialists associated with the specialist unit are registered.

(b) Each Exchange specialist unit [shall contact] must make itself available semi-annually, off the Exchange
Trading Floor, for contact with representatives of each of the 15 largest Exchange member organizations,
representatives of each other member organization that is a significant customer of the specialist unit, and
representatives of any other member organization that requests such contact.

(c) On a semi-annual basis, [E] each specialist unit shall upon request of the Exchange, provide [report to the
Exchange semi-annually,] in such form and format as the Exchange may from time to time prescribe, a record
of their contacts with senior officials of their listed companies, their off-Floor contacts with representatives
of each of the 15 largest Exchange member organizations, their off-Floor contacts with each other member
organization that is a significant customer of the specialist unit, and their off-Floor contacts with any other
member organization that requests such contact.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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June 28, 2007

   ATTENTION: ALL MEMBERS AND MEMBER ORGANIZATIONS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: MORATORIUM ON QUALIFICATION AND REGISTRATION OF NEW COMPETITIVE TRADERS
(“CTs”) AND REGISTERED COMPETITIVE MARKET MAKERS (“RCMMs”)

Please be advised that the New York Stock Exchange has extended the moratorium on the qualification
and registration of new CTs and RCMMs for an additional three months, until on or about September 30,
2007. The extension will allow the Exchange to include in its review of RCMMs and CTs the impact of the
NYSE HYBRID MARKET SM (“Hybrid Market”). Hybrid Market data will be instrumental in the Exchange's

evaluation of the RCMM and CT qualification and registration process. 1   The review is currently estimated to
be completed on or about September 30, 2007.

Further, please be aware that on February 24, 2006 the Exchange modified the moratorium to give RCMM
firms the ability to replace an existing RCMM who relinquishes his or her registration and ceases to conduct

business as an RCMM, with a newly qualified and registered RCMM. 2   The moratorium does not restrict
any RCMM from joining any RCMM firm or becoming or remaining an independent RCMM. Neither does the
moratorium restrict any RCMM firm from hiring any existing RCMMs.

Questions concerning this memorandum may be addressed to:

James G. Buckley, Vice President, Market Surveillance, at 212-656-2534.

Jean Walsh, Office of the General Counsel, at 212-656-4931.

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release No. 54985 (December 21, 2006), 72 FR 171 (January 3, 2007)
(SR-NYSE-2006-113).

2  See Securities Exchange Act Release No. 53549 (March 24, 2006), 71 FR 16388 (March 31, 2006) (SR-
NYSE-2006-11).
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June 28, 2007

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, OPERATIONS, TECHNOLOGY,
COMPLIANCE AND LEGAL DEPARTMENTS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: UPDATED SUPPLEMENT TO THE OPTIONS DISCLOSURE DOCUMENT

Introduction

Pursuant to NYSE Rule 726.30 (“Delivery of Options Disclosure Documents and Prospectuses”), the

Exchange is advising member organizations that the Options Disclosure Document (“ODD”) 1   Supplement

has been amended. The amendments, which were approved 2   by the Securities and Exchange Commission

(“SEC”) on June 18, 2007, pertain to credit default options (see Attachment 3  ). Please refer to the
instructions included in the Supplement itself for further guidance.

Member Organization Requirements Pursuant to NYSE Rule 726(a)

NYSE Rule 726(a) provides, in part, that all new options customers must receive the current ODD.
Thereafter, member organizations must distribute a copy of each amendment to, or revision of, the ODD
to every customer having an account approved for trading the particular kind of option covered by such
applicable current ODD.

As pertains to the Supplement, member organizations may comply with the requirements of Rule 726(a) in
various ways, including, but not limited to, the following:

(a) A member organization may choose to conduct a mass mailing of the Supplement to all of its approved
customers who have already received the ODD. A firm may deliver the Supplement electronically to its
customers, provided that such delivery comports with SEC Rules respecting electronic delivery; or

(b) A member organization may deliver the Supplement to a customer who has already received the ODD
with the first confirmation of an option transaction addressed in the Supplement.

Clarification Regarding 2007 ODD Supplements

As described in NYSE Information Memo No. 07-36 (April 23, 2007), member organizations should note that
the April 2007 Supplement to the ODD supersedes and replaces the January 2007 Supplement. However,

the May 4   and June 2007 Supplements are applicable to the extent specifically prescribed by the instructions
included in those Supplements. Member organizations should refer to those instructions to insure that their
ODD Supplement disclosures are timely and accurate.

Copies of the ODD or the Supplement may be obtained by contacting Diane Svoboda of the Options Clearing
Corporation at (312) 322-6212 or at dsvoboda@theocc.com. Questions concerning this Information Memo
may be directed to Stephen A. Kasprzak at (212) 656-5226 or Cory Figman at (212) 656-4893.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

311

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P07-57%2909013e2c855b3bc6?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


Attachments

June 2007 Supplement to Characteristics and Risks of Standardized Options

The February 1994 edition of the booklet entitled Characteristics and Risks of Standardized Options, as
amended (the “booklet”), is further amended as provided below. The changes pertain to the trading of credit
default options.

Credit default options, including credit default basket options, have characteristics that are different
from those of any other options described in the booklet at the date of this Supplement. Accordingly,
some of the statements and terms in Chapters I and II of the booklet are inapplicable to credit default
options. For example, as further described in this booklet, the sentence at the bottom of page 1
and the top of page 2 which notes that the owner of a cash-settled option has “the right to receive
a cash payment based on the difference between a determined value of the underlying interest at
the time the option is exercised and the fixed exercise price of the option” is not applicable to credit
default options. The description of credit default options in this Supplement supersedes material in
the booklet applicable to other standardized options to the extent such material is inconsistent with
statements in this Supplement. Credit default options are described by amendment to Chapter V of
the booklet as follows:

The title of Chapter V (on page 29 of the booklet) is changed to “DEBT OPTIONS AND CREDIT DEFAULT
OPTIONS”.

On page 29, the second and third paragraphs are deleted and replaced with the following paragraphs:

A third kind of options, called credit default options, are cash-settled options that are related to the
creditworthiness of issuers or guarantors of debt securities, and are exercised upon confirmation of a credit
event affecting an underlying debt security or securities.

The principal risks of holders and writers of debt options and credit default options are discussed in Chapter
X. Readers interested in buying or writing debt options or credit default options should not only read this
chapter but should also carefully read Chapter X, particularly the discussions under the headings “Risks of
Option Holders,” “Risks of Option Writers,” “Other Risks,” “Special Risks of Debt Options” and “Special Risks
of Credit Default Options.”

On page 34, the following is inserted immediately following the last paragraph:

Credit Default Options and Credit Default Basket Options

Credit default options are based on debt securities of one or more issuers or guarantors other than the U.S.
Treasury. A significant difference between such debt securities and Treasury securities is the non-negligible
risk that an issuer or guarantor of debt securities other than Treasury securities may default on its obligations.
For example, the issuer might not pay the full interest and face amount of the securities when due or might
file for bankruptcy, thereby making it nearly certain that it will not make timely payment of the full interest and
face amount. Financial market participants call this credit risk. Credit risk is an important component of the
value of most debt securities.

Credit default options relate to the credit risk presented by one or more specified debt securities, called
reference obligation(s), of one or more specified issuers or guarantors, each of which is called a reference
entity. The reference obligation(s) and each reference entity for a class of credit default options are selected
by the listing options market. When a credit default option is based on reference obligation(s) of more than
one issuer or guarantor, it is referred to as a credit default basket option. There are further variations on credit
default basket options as described below.

A credit default option is automatically exercised and pays a fixed cash settlement amount if a credit event
is confirmed for one or more reference obligations of a reference entity prior to expiration of the option. The
reference obligations of a reference entity may include all of the outstanding debt securities constituting
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general obligations of the reference entity or direct claims on the reference entities (excluding any non-
recourse debt). A credit event includes a failure to make a payment on a reference obligation as well as
certain other events that the listing options market may specify at the time a class of credit default options is
listed. The specified credit events will be defined in accordance with the terms of the reference obligation(s).
However, not every event that might constitute an event of default by the reference entity under the terms of
the reference obligations will necessarily be specified by the listing options market as a credit event. Investors
should be certain that they understand the various possible events that will or will not constitute credit events.
The determination of whether a particular event meets the criteria of a credit event, however defined, for a
specific credit default option is within the sole discretion of the listing options market.

In order to result in automatic exercise of the option, a credit event must be confirmed to have occurred
during the covered period (i.e., the period between the initial listing of the series of options and the time
specified by the options market as the last day of trading of the option series prior to the expiration date). An
event that would otherwise be deemed a credit event will not result in an exercise of the option if it occurs
either before or after this period. A series of credit default options ordinarily does not expire until a specified
number of business days following the end of the covered period in order to provide the listing options
market an opportunity to confirm whether or not a credit event occurred within the covered period. If an event
otherwise meeting the definition of a credit event occurs after the end of the covered period but before the
option expires, the option will not be exercised and will expire worthless.

If the listing options market determines that a credit event has occurred within the covered period for a
class of credit default options, it will provide a credit event confirmation to OCC, and the options will be
automatically exercised. Holders of the exercised options will receive, and writers will be obligated to pay,
the fixed cash settlement amount. If OCC does not receive a credit event confirmation from the listing options
market before expiration of a series of credit default options, the options will expire worthless.

Credit default options are binary options in that they have a specified, all-ornothing cash settlement amount.
Credit default options, however, have additional unique characteristics. For example, credit default options
have no exercise price and cannot be in the money and have no intrinsic value. The discussion of these
terms in Chapter I and/or Chapter II of the booklet is therefore inapplicable to credit default options. In
addition, a credit default option is automatically exercised whenever a credit event occurs within the covered
period. Credit default options are thus a unique style of options and are neither American-style nor European-
style.

A credit default basket option is similar to an aggregation of individual credit default options, each based
on one or more reference obligations of a different reference entity. All of the outstanding debt securities
constituting general obligations of each reference entity or direct claims on reference entities (excluding non-
recourse debt) in the basket may be included in the reference obligations.

There are two different kinds of credit default basket options. A single payout credit default basket option
is automatically exercised and pays a specified cash settlement amount upon the confirmation of the first
credit event to occur with respect to a reference obligation of any one of the basket's reference entities.
It is exercised only once. Once exercised, the expiration of the option will be accelerated to correspond
to the exercise date. A multiple payout credit default basket option automatically pays a specified cash
settlement amount each time a credit event is confirmed with respect to a reference obligation of any one
of the reference entities during the covered period. In the case of either single payout or multiple payout
credit default basket options, the listing options market may specify a different cash settlement amount for
different reference entities or may specify the same cash settlement amount for each reference entity in the
basket. The percentage of the total cash settlement amount that is attributable to any individual reference
entity is referred to as its weight in the basket. Investors should note that the options markets on which credit
default basket options trade may determine “weight” according to their own specified rules, and investors
should contact the listing options market for information about how it determines weight. In the case of a
multiple payout credit default basket option, a cash settlement amount will be paid only once with respect to
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any particular reference entity, after which time the affected reference entity will be removed from the credit
default basket.

Premiums for both credit default options and credit default basket options are expressed in points and
decimals. In order to obtain the aggregate premium for a single option, the quoted premium is multiplied by a
premium multiplier specified by the listing options market.

ADJUSTMENT OF CREDIT DEFAULT OPTIONS

Adjustments may be made to the standardized terms of outstanding credit default options when certain
events occur, such as a succession event or a redemption event, both of which will be defined by the listing
options market in accordance with the terms of the reference obligations. Adjustments of credit default
options will be within the sole discretion of the listing options market. Investors should familiarize themselves
with the listing options market's rules and procedures governing credit default option adjustments. The listing
option market's rules governing adjustments of outstanding options may be changed with regulatory approval,
and the listing options market may have authority to make such exceptions as it deems appropriate to its
general adjustment rules.

Redemption Event Adjustments. A redemption event occurs when reference obligations of a reference
entity are redeemed (or paid in full) by, or on behalf of, the issuer. In the case of all types of credit default
options, if only some of the reference obligations are redeemed, the option is ordinarily adjusted such that
the remaining reference obligations are the reference obligations for the option and no other adjustment
will ordinarily be made. If all of the reference obligations of a reference entity are redeemed and there are
other debt obligations of the reference entity that the listing options market deems appropriate to specify
as successor reference obligations, then they will be substituted as the reference obligations. If, however,
all of the reference obligations of a reference entity are redeemed and there are no other debt obligations
of the reference entity that the listing options market deems appropriate to specify as successor reference
obligations for the reference entity (a complete redemption), then the adjustment will depend upon whether or
not there are other reference entities for the options.

Adjustment of credit default options for a complete redemption. If there is a complete redemption affecting
a credit default option, the option will cease trading on the date that the redemption event is confirmed by
the listing options market. Expiration of the option will be accelerated to a specified number of days following
the confirmation date of the redemption, and the option will expire unexercised if, prior to such expiration, no
credit event is confirmed to have occurred prior to the effective date of the redemption event.

EXAMPLE: Company XYZ is the reference entity for a credit default option contract and its 8% May 15, 2022
bond issue is the only reference obligation. During the life of the option, Company XYZ redeems the 8%
May 15, 2022 bond issue and there are no other obligations of Company XYZ that the listing options market
deems to be suitable for specifying as successor reference obligations. The option will cease trading on the
confirmation date, and its expiration date will be accelerated. If no credit event is confirmed to have occurred
within the covered period, the option will expire worthless.

Adjustment of credit default basket options for a complete redemption. In the case of a single or multiple
payout credit default basket option, if a complete redemption event occurs with respect to one of the
reference entities in the basket and no credit event is confirmed, pursuant to the rules of the listing options
market, to have occurred prior to the effective date of such redemption event, the options will be adjusted
by removing the affected reference entity from the basket of reference entities. When a reference entity is
deleted from the basket of reference entities because of a redemption event, the cash settlement amount of
the option will be reduced by an amount reflecting the weight of the deleted reference entity in the basket.
The relative weights of the other components in the basket will remain unchanged, although each will
represent a proportionally larger percentage of the adjusted cash settlement amount.

EXAMPLE: Company XYZ is one of ten reference entities for a class of multiple payout credit default option
contracts and its 8% May 15, 2022 bond issue is specified as its only reference obligation. Company XYZ
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was assigned a weight of 15% when the credit default option was opened for trading. During the life of the
option, Company XYZ redeems the 8% May 15, 2022 bond issue. No reference obligations remain and the
listing options market determines that there are no other outstanding debt obligations of the issuer suitable for
specification as reference obligations. The basket component will be removed from the credit default basket,
and the cash settlement amount will be reduced by 15%.

Succession Event Adjustments. A succession event occurs when one or more new entities assume one
or more reference obligations of a reference entity or become the obligor with respect to any obligation
that is substituted for the original reference obligations. This may occur, for example, when a reference
entity is merged into a new entity or spins off a part of its business into a new entity. If, as the result of a
succession event, more than one entity is the obligor of the original reference obligations, or obligations that
were substituted for the original reference obligations, all of those obligors, including, as the case may be, the
original reference entity, are referred to as successor reference entities.

Adjustment of credit default options after a succession event. Where a succession event results in
assumption of all reference obligations by a single entity, the listing options market will ordinarily adjust the
option by substituting the entity that assumes the reference obligation(s) as the new reference entity. Where
a succession event results in more than one successor reference entity, the credit default option may be
adjusted by dividing it into two or more options.

EXAMPLE: Company XYZ is the reference entity for a credit default option contract, and its 8% May 15, 2022
bond issue is the only reference obligation. During the life of the option, Company XYZ spins off Company
LMN. Company XYZ remains the obligor with respect to 70% of the principal amount of the original reference
obligation. Company LMN becomes the obligor of a new reference obligation that is issued to holders of
the remaining 30% of the original reference obligation. Company XYZ and LMN are identified by the listing
options market as the successor entities. Following the succession event, the credit default option based on
Company XYZ is adjusted into two separate credit default option contracts that specify Company XYZ and
Company LMN as reference entities. The cash settlement amount of the original credit default option and the
premium multiplier are allocated between the new credit default options in accordance with the 70/30 division
of the reference obligation as specified by the listing options market.

Adjustment of credit default basket options after a succession event. When a succession event occurs with
respect to a reference entity that is included in a single payout or multiple payout credit default basket option,
the listing options market will ordinarily adjust the option by replacing the affected reference entity with the
successor entity or entities, and, if one or more new obligations are issued to replace some or all of the
existing reference obligations, the new obligations will be substituted as the reference obligations. The listing
options market will specify the weight of each new reference entity, and the sum of the weights will equal the
weight of the original reference entity.

EXAMPLE: Company XYZ is one of ten equally weighted reference entities for a multiple payout default
basket option and its 8% May 15, 2022 bond issue and its 8.5% September 1, 2030 bond issue are specified
as its only reference obligations. During the life of the option, Company XYZ spins off Company LMN.
Company XYZ remains the obligor for the 2022 bond issue and LMN becomes the obligor of a debt security
issued to holder of the 2030 bond issue. The listing options market adjusts the option by specifying XYZ and
LMN as the successor reference entities. The reference obligations are the original 2022 bond issue and the
replacement for the 2030 bond issue. The listing options market determines the appropriate basket weight
for the successor reference entities is 7.5% and 2.5%. The sum of the newly specified weights equals the
10% weight of the predecessor basket reference entity (Company XYZ) replaced by the successor reference
entities (Company XYZ and Company LMN).

On page 88, the following is inserted immediately following the last paragraph:

SPECIAL RISKS OF CREDIT DEFAULT OPTIONS
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1. Pricing of credit default options is complex. As stated elsewhere in this document, complexity not well
understood is, in itself, a risk factor. In order to price these options, investors must estimate the probability of
default from available security or other prices, primarily bond and credit default swap (“CDS”) prices. Models
typically used by market professionals to infer the probability of default from prices may be more complex
than the average investor is used to.

2. The sources of price information used to price credit default options are subject to a lack of transparency
and, at times, illiquid markets. This is attributable to, among other things: (1) the absence of last sale
information and the limited availability of quotations for the reference obligation(s), (2) lack of ready
availability of information on related products traded primarily in the over-the-counter market, and (3) the fact
that related over-the-counter market credit derivative transactions are privately negotiated and may not be
made public in a timely fashion or at all.

3. Dealers in the underlying debt securities and in the over-the-counter credit derivatives markets have
access to private quotation networks that give actual current bids and offers of other dealers. This information
is not available to most investors. As a result, these dealers may have an advantage over participants with
regard to credit default options.

4. If the listing options market determines that a credit default option is subject to a redemption event (i.e.,
the issuer or guarantor pays off the reference obligation), the option will expire worthless unless a credit
event has been confirmed to have occurred prior to the effective date of the redemption event. As a result,
purchasers of such options will lose their premium since there is no chance of occurrence of a credit event
for the reference entity. On the other hand, if a redemption event occurs but a credit event is confirmed to
have occurred prior to the effective date of the redemption event, a seller would be obligated to pay the cash
settlement amount even though a holder of the reference obligation may not incur a loss.

5. Since succession events are determined by the listing options market, credit default options may be
modified to specify a different reference entity or several different reference entities. As a result, there may
be new reference obligations that have higher or lower credit quality than the original reference obligation.
In addition, other factors may exist that could affect the likelihood of the occurrence of a credit event. As a
result, the occurrence of a succession event could affect the price of these options. Moreover, since the listing
options market determines whether a succession event occurred and the adjustment resulting from such
an event, the adjustment made to these options may be at variance with the treatment given to the same
succession event with respect to related credit derivative products.

6. The occurrence of a credit event must be confirmed by the listing options market. This means that there will
be a lag time between the actual occurrence of a credit event and the listing options market's confirmation of
the credit event. Rules of the options market may provide a specified time period (e.g., four business days)
between the end of the covered period and the expiration date for a series of credit default options to allow
the options market to confirm whether a credit event occurred during the covered period. There is a risk,
however, that the sources used to monitor a credit event may not identify and report a credit event in a timely
fashion. For example, it is possible that a credit event could occur on the last day of trading, but the sources
which report the occurrence of a credit event do not make this information publicly available until after the
expiration date. In this case, the cash settlement value of a credit default option would be zero. There is also
a risk that the listing options market may determine that a credit event has occurred based on information
available to it when in fact no credit event has occurred. This could happen, for example, if the sources used
to confirm the credit event are erroneous. The rules of OCC and/or the listing options market may provide
that a confirmation of a credit event or other contract adjustment may be revoked up to a specified time prior
to exercise settlement. Settlements based on a listing options market's confirmation of a credit event are
irrevocable even if no credit event has occurred.

7. Every determination by the listing options market of a redemption event, succession event or credit event
will be within the listing options market's sole discretion and will be conclusive and binding on all holders and
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sellers and not subject to review. OCC shall have no authority to make such determinations and shall have no
responsibility therefor.

8. Prior to the period when a credit default option has been automatically exercised, the only means
through which the holder can realize value from the option is to sell it at its then market price in an available
secondary market. If a secondary market for such an option is not available, it will not be possible for its
holder to realize any value from the option at that time.

9. There is no underlying interest for credit default options that is quoted in the marketplace. Because of this,
there are no underlying interest prices to provide a reference to investors for pricing credit default options.

10. As discussed above under the caption “Other Risks,” options markets have discretion to halt trading in
an option in certain circumstances - such as when the market determines that the halt would be advisable in
maintaining a fair and orderly market in the option. In the case of credit default options, options markets may
take into consideration, among other factors, that current quotes for debt securities or other securities of the
reference entity are unavailable or have become unreliable.

11. The risk that a trading market for particular options may become unavailable and the potential
consequences are also discussed above under the caption “Other Risks.” The SEC has approved certain
credit default options for listing and trading on a national securities exchange as securities. OCC filed its
rules for clearing credit default options with the CFTC, and the CFTC issued an exemption permitting OCC to
clear such options when traded on a national securities exchange whether or not they are within the CFTC's
jurisdiction. By its terms, the exemption is revocable, and its revocation would be one of the events that could
lead to the unavailability of a trading market for credit default options.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  The ODD contains general disclosures on the characteristics and risks of trading standardized options.
2  See Release No. 34-55921 (June 18, 2007), 72 FR 34495 (June 22, 2007), (SR-ODD - 2007-03).
3  In addition, this Supplement amendment can also be found at the following website address: http://

www.optionsclearing.com/publications/risks/riskstoc_june07_sup.pdf.
4  See Information Memo No. 07-49 (May 31, 2007). The "Introduction" to the NYSE Information Memo

No. 07-49 provided, in part, that "[t]he Supplement supersedes and replaces the April 2007 ODD
Supplement." It is important for member organizations to follow the instructions contained in that
Supplement and to note that the May Supplement should be read in conjunction with, rather than in lieu
of, the other Supplements.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

317

http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 07-56

Click to open document in a browser

June 21, 2007

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: BLOCK CROSSES OUTSIDE THE PREVAILING NYSE QUOTATION - RULE 127

I. Purpose of the Information Memo

The purpose of this Information Memo is to remind members and member organizations regarding the
proper way to effect block crosses outside the prevailing NYSE quotation under NYSE Rule 127 in the Hybrid
environment.

II. Background

In connection with Phase III of the NYSE HYBRID MARKET SM (“Hybrid Market”) implementation, the
Exchange modified Rule 127 concerning block-cross transactions outside the quoted market. The NYSE is
issuing this reminder regarding the rule for specialists and brokers on how to effectuate block crosses using
NYSE trading systems.

III. New Block Cross (Rule 127 Trades) Rule

The Exchange has adopted a methodology for block crosses outside the quoted market in order to bring the
process in line with the way automatic executions and “sweeps” occur on the Exchange. As with the pre-
Hybrid Market environment, when seeking to execute a block cross, the member organization must still inform
the specialist of the member's intent to cross a block at a specific price. Moreover, for purposes of Rule 127,
a block is defined as at least 10,000 shares or a quantity of stock having a market value of $200,000 or more.
The manner in which the block cross is then executed depends on whether all or any portion of the block will
establish or increase the member organization's position.

A. Agency Block Crosses Outside the Quotation

Unless a member organization is seeking to use a block cross outside the quotation to establish or increase
a position for its own account, under amended NYSE Rule 127 and NYSE Rule 60, the member organization
representing the block orders must first trade with the displayed bid or offer, including any reserve interest,
then trade at a penny better than the clean-up price with all limit orders on the Display Book® priced better
than the block clean-up price (including Floor brokers' e-Quotes and any percentage orders elected by that
execution), and then execute the cross at the cleanup price. This will result in executions at a maximum of
three prices: (1) the displayed bid (offer) price; (2) a price one cent better than the clean-up price; and (3)
the block clean-up price. The block cross will have execution priority at the clean-up price. None of these
executions will be subject to the requirements of NYSE Rule 76.

Example:

A member organization intends to cross orders totaling 50,000 shares to buy and sell XYZ at $20.02.
The NYSE quote in XYZ is $20.05 bid for 10,000 shares, with 5,000 shares offered at $20.10. There
is no reserve interest at the best bid or offer. There are bids for $20.04, $20.03, and $20.01, each for
5,000 shares in the Display Book®. To complete the cross, the specialist would print the following
executions: 10,000 shares trade at $20.05 (the exposed bid), 10,000 shares trade at $20.03 (one
penny better than the clean-up price of $20.02), and finally, 30,000 shares are crossed at the clean-up
price of $20.02.
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B. Member Organization Positioning in Block Crosses

In contrast to a straight agency cross, when a member organization is establishing or increasing a position for
its own account and the member organization is all or a part of one side of the block, the block orders will first
trade with the displayed bid or offer (whichever is relevant to the proposed cross), but will not trade at a penny
better than the clean-up price with all limit orders in the Display Book® that are priced better than the block
clean-up price. Instead, the member organization will put on two trades: a cross of the block orders at the
specified clean-up price and a fill at the clean-up price of other orders limited to the clean-up price or better.

Example:

A member organization intends to cross orders totaling 50,000 shares to buy and sell XYZ at $20.02.
The member organization is buying 40,000 shares for its own account. The NYSE quote in XYZ is
$20.05 bid for 10,000 shares, with 5,000 shares offered at $20.10. There is no reserve interest at the
best bid or offer. There are bids for 5,000 shares each on the Display Book® for $20.04, $20.03, and
$20.01. To complete the cross, the specialist would print the following executions: 10,000 shares trade
at $20.05, 30,000 shares are crossed at the clean-up price of $20.02, and 10,000 shares trade at
$20.02.

If the crossing member organization is liquidating or decreasing its proprietary position by taking all or part of
one side of a block cross, the crossing member is not required to fill at the clean-up price orders limited to the
clean-up price or better.

IV. Books and Records

Member firms must maintain appropriate records to demonstrate compliance with these rules. When
evaluating trading under the rule, NYSE Regulation will look for proper documentation of the trades.

V. Supervision

Specialist organizations are reminded that they are required to have adequate policies, procedures and
written supervisory procedures to detect and deter potential violation of the provisions of the rule as described
in this memo. Failure to have an adequate supervisory system in place may result in disciplinary action.

VI. Staff Contact Information

Questions regarding the block cross rule changes should be directed to:

Clare Saperstein, Market Surveillance, (212) 656-2355

Jerry Reda, Market Surveillance, (212) 656-5354

John Saxton, Market Surveillance, (212) 656-2324

Questions may also be directed to OFSU via the White Phone or in person at their booth in the EBR.
Questions that are not time sensitive may also be submitted to Ask Market Surveillance. (For information
about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3, which was issued on
January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.
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June 20, 2007

   ATTENTION: CHIEF EXECUTIVE OFFICER, CHIEF OPERATIONS OFFICER, LEGAL AND
COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: RUSSELL REBALANCING - JUNE 22, 2007

IMPORTANT - READ IN ENTIRETY AND SHOW THIS TO YOUR COMPLIANCE OFFICER

I. Purpose of this Information Memo

Following the close of trading on June 22, 2007, the Russell Investment Group will reconstitute certain of
its indices, including the Russell 3000® Index and the Russell Microcap® Index. This reconstitution may
significantly affect the volume of trading on the NYSE, particularly leading into the Close.

The NYSE is issuing this Information Memorandum to remind members and member organizations of:

▪ Certain NYSE rules and policies regarding entry and cancellation of market-on-Close/limit-on-Close
(“MOC/LOC”) and other order types;

▪ Procedures for publishing MOC imbalances; and

▪ Procedures for printing the closing transaction.

In the interest of preparedness, this memorandum also gives guidance about potential system interruption
scenarios and the operation of certain NYSE rules and policies in the event that such a scenario occurs.

II. Background

Reconstitution of certain Russell Indexes will take effect after the close of U.S. equity markets on June 22,
2007. On June 15, the Russell Investment Group published a preliminary list of additions and deletions to the
Russell 3000 and Microcap Indices. The NYSE expects that during the trading day on June 22, and especially
at and near the Close, significant trading volume associated with portfolio rebalancing will be initiated based
upon those lists. Approximately 150 NYSE-listed stocks will be added or deleted from the lists, however the
NYSE believes that more stocks could be impacted by the reconstitution.

III. NYSE Rules and Policies Relating to the Close

A. Market-On-Close/Limit-On-Close Order Entry and Cancellation Procedures

Members and member organizations are reminded that the provisions of Rule 123C will apply to the Close
on June 22, subject to the temporary modifications outlined in this memorandum. In the unlikely event of
certain systems interruptions leading into or at the Close, which are discussed in detail in Section IV below,
the MOC Policy set out in Rule 123C would operate as if the NYSE had declared a regulatory halt in one or
more securities.

In connection with the entry of MOC/LOC orders generally, members should pay particular attention to the
following:

▪ Brokers and traders should enter MOC and LOC orders with the specialist as early in the day as
possible. This will provide an opportunity for specialists to better identify potential order imbalances
that might exist at the Close, and to disseminate that information. This, in turn, will enable brokers
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and traders to more effectively identify potential offsetting customer interest that could mitigate any
imbalance.

▪ Index arbitrageurs are reminded that MOC/LOC orders relating to expiring derivative instruments
whose settlement pricing is based upon NYSE closing prices may not be entered after 3:40 p.m., even
if such orders might offset MOC imbalances published on the tape after 3:40 p.m.

▪ In the event that the Rule 80A collars are triggered, any MOC index arbitrage order that (1) relates
to a derivative index product that is not expiring, and (2) was entered without the appropriate tick
restriction prior to the Rule 80A restrictions taking effect, must be cancelled by 3:50 p.m. Index
arbitrage orders relating to derivative index products that are expiring do not need to be cancelled if
entered without the appropriate tick restriction prior to the Rule 80A restrictions taking effect. After 3:50
p.m., no cancellations will be permitted for any reason, including for purposes of complying with Rule
80A.

B. Market-On-Close/Limit-On-Close Imbalance Publication Procedures

Rule 123C provides for the publication of information about order imbalances that are significant in the
context of the market for a stock. Imbalances of 50,000 shares or greater are “significant” as are imbalances
that are less than 50,000, but nevertheless large in comparison to the average daily volume or regular trading
patterns for the stock.

For ease of reference, the rules relating to the publications of imbalance information are described below.
In addition, members may refer to the attached quick-reference page for a summary of the times and
requirements for imbalance publications. Please note that although the NYSE expects its systems to operate
normally on June 22, if the NYSE experiences a system interruption, the times and requirements listed here
and on the quick-reference attachment may change. Please refer to Section IV of this memorandum for more
information.

1. Informational MOC imbalance publications between 3:00 p.m. and 3:40 p.m.

In view of possible greater than normal volume on June 22, 2007, specialists should disseminate MOC
imbalances as early as possible. Between 3:00 p.m. and 3:40 p.m., specialists may publish informational
MOC imbalances of any size if they believe that there could be significant price dislocation at the Close.
These publications are informational only and do not limit MOC/LOC order entry or cancellation before 3:40
p.m. Specialists who are publishing informational imbalances must obtain Floor Official approval prior to

publication of the informational imbalance. 1 

Specialist members and member organizations are also reminded that Rule 123C requires that informational
imbalances published between 3:00 p.m. and 3:40 p.m. must be updated as soon as practicable after 3:40
p.m.

2. Required MOC imbalance publications at 3:40 p.m. and 3:50 p.m.

As soon as practicable after 3:40 p.m., the specialist must publish any imbalance of 50,000 shares or more,
regardless of whether an informational imbalance was published. In addition, any specialist who published an
informational imbalance of any size must publish an update, indicating either the current imbalance or a “no
imbalance” situation as soon as practicable after 3:40 p.m.

In situations where the specialist did not publish an imbalance or a “no imbalance” notification at 3:40 p.m.,
but an order imbalance occurred after 3:40 p.m., the specialist may publish such imbalance at 3:50 p.m. in a
manner consistent with the requirements set forth in Rule 123C and this memorandum.

As soon as practicable after 3:50 p.m., specialists must update imbalances published at 3:40 p.m. or
indicate “no imbalance”. If the specialist reported “no imbalance” at 3:40 p.m., the specialist must publish any
significant imbalance or any imbalance of 50,000 shares or more as soon as practicable after 3:50 p.m.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

322

http://researchhelp.cch.com/License_Agreement.htm


3. Recommended MOC imbalance publications

Notwithstanding the size requirement in Rule 123C, specialists are encouraged to publish MOC imbalances
of any size, including size less than 50,000 shares, if the imbalance could cause significant price dislocation
at the Close. If specialists publish such imbalance information at either 3:40 p.m. or 3:50 p.m., they are
expected to obtain Floor Official approval prior to publication.

4. MOC imbalances greater that 100 million shares

As a result of the Russell Rebalancing, there is a possibility that certain high-volume stocks could have
an MOC order imbalance of greater than 100 million shares. Due to systemic limitations of the Display
Book®, imbalances of greater than 100 million shares would be calculated by NYSE systems, but would not

automatically populate in the MOC imbalance or closing templates in the Display Book. 2   If that happens,
specialists should immediately alert a Floor Supervisor for assistance in determining the MOC imbalance
amount. The Floor Supervisor will work with the specialist and SIAC to determine the size of the MOC
imbalance and the size of marketable LOCs. Specialists are advised that tick restricted orders should be
calculated at the Post, with assistance from Floor Operations staff, on a best efforts basis from the orders
that print in the core of the Post. Such calculations should use the last sale price at 3:40 p.m. or 3:50 p.m.,
or the closing price, as appropriate, and netted against the MOC and marketable LOC imbalance amounts in
order to arrive at an overall imbalance amount. Again, the specialist is expected to seek assistance from Floor
Operations as soon as possible.

C. Printing the Closing Transaction

1. Rule 116.40

Specialists are reminded that the closing transaction must be printed consistent with Rule 116.40, and

consistent with Member Education Bulletin 2003-8 (attached). 3 

Specialists are advised that they must accurately reflect both closing price and closing volume. At the same
time, when dividing the closing volume among the three prints necessary to effectuate the Close, due to
the anticipated heavy volume at the Close in certain securities, NYSE Regulation will take the volume into
account if it is later determined that the division of the volume among the three prints is incorrect even though
the overall Closing volume was correct.

2. Verbal Interest and e-Quotes at the Close

When formulating the Close, specialists must take into account both brokers' verbal interest as well as e-
Quoted interest. During the Close, brokers' verbal interest is included with market orders and MOC interest,
while e-Quoted interest is on parity with limit orders. For more information on this policy, members and
member organizations are encouraged to review the guidance contained in Member Education Bulletin
2006-9, dated June 6, 2006.

Due to possible system latency, marketable orders received by Exchange systems before 4:00 p.m. may not
be delivered to the Post until after 4:00 p.m. These orders should be incorporated into the closing process,
just as non-MOC/LOC interest that is known at the Post is factored into the imbalance and paired amount
pictures after 4:00 p.m. Members and member organizations are reminded that such orders may not in the
ordinary course be executed in their entirety before the Close or on the Closing print.

3. Orders to offset MOC imbalances at the Close to mitigate price disparity (Rule 902(a)(ii)(B))

In circumstances in which a stock has an imbalance of MOC orders, there may be little time to attract
offsetting orders. A member, member organization or customer may be willing to offset the imbalance, but
be unable to enter an order before 4:00 p.m. A lack of their contra side order to reduce the imbalance may
cause greater price dislocation at the Close. There is an exemption to Crossing Session I rules that enables
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specialists to reflect legitimate market interest that is willing to participate in the Close, but could not enter a
timely order.

An order which is not represented by a broker for execution at the post until after 4:00 p.m. may not be
executed, regardless of the order entry time stamp on such order, or if it was solicited. This would not
preclude entry of the order between 4:15 p.m. and 5:00 p.m. in the Crossing Session as a single-sided order
or coupled order.

Absent system latency issues, a specialist is precluded from accepting an order received after 4:00 p.m.
for inclusion in the regular trading session. If, however, the Close has not yet been printed and the order
significantly reduces the imbalance, the specialist may ask if the order can be executed in the Crossing
Session. If the member, member organization or customer agrees, the specialist may include this interest in
offsetting an imbalance when setting the closing price and increase dealer participation in the closing print to
the extent of the new contra interest.

The specialist's use of offsetting interest that was unable to enter an order before 4:00 p.m. to minimize
price dislocation on the Close will result in a coupled order between the specialist and member, member
organization or customer. The specialist must obtain Floor Official approval if such a coupled order is
to be executed immediately in Crossing Session I (not at 5:00 p.m.), regardless whether the Exchange
has determined that Crossing Session orders must be cancelled and precluded from entry. In this way
the specialist will liquidate or cover the related dealer position, and the member, member organization or
customer will acquire the position.

This exemption is not available when there is no MOC imbalance, or when there is an MOC imbalance that
will not result in volatility and price disparity on the Close. It cannot be used if the Close has already been
printed. Even if the Close had not yet been printed, it would not be appropriate for the specialist to execute an
order delivered to the Post after 4:00 p.m. where the broker was simply late to the market and the order does
not have the effect of mitigating volatility and price disparity caused by an MOC imbalance.

IV. Contingencies in the Event of a System Interruption

A. Contingency Scenarios

Market Operations has notified all members and member organizations as to how to proceed in the event
of a systems outage on June 22, 2007. There are five contingency scenarios. The contingency scenarios
are described briefly below for convenience. Members and member organizations should refer to the Market

Operations memorandum published June 19, 2007, for further details. 4   In addition, members and member
organizations are advised that in Contingency Scenarios 2 and 3, the MOC Policy (Rule 123C) will operate as
if a regulatory halt were in place.

1. Contingency Scenario I

In the event of a NYSE system interruption that occurs intraday whereby normal trading is resumed prior to
3:40 p.m., the regular MOC Policy (Rule 123C) will be adhered to. There will be imbalance publications at
3:40 p.m. and 3:50 p.m. and some imbalances may be posted as early as 3:00 p.m.

2. Contingency Scenario 2

In the event of a NYSE system interruption that occurs intraday whereby normal trading is resumed between
3:40 p.m. and 3:49 p.m., the MOC Policy (Rule 123C) will operate as if there were a regulatory halt during this
time period. Accordingly, MOC and LOC orders may be entered or cancelled for any reason until 3:49:59 p.m.
Beginning at 3:50 p.m., no cancellations or reductions in size would be permitted for any reason.

3. Contingency Scenario 3
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In the event of a NYSE system interruption that occurs prior to 3:40 whereby normal trading is resumed
between 3:50 and 4:00 p.m., there will be no 3:40 p.m. imbalance publication. In that case, there will be a
single imbalance publication before 4:00 p.m. Order delivery will cease at 4:00 p.m., but the closing of stocks
may extend later than the usual time. Due to system limitations at some members firms, -no MOC/LOC
orders may be entered, cancelled or reduced in size after 3:50 p.m.

4. Contingency Scenario 4

In the event of a NYSE system interruption that occurs intraday whereby service is restored after 4:00 p.m.,
there will be no imbalance publications at 3:40 or 3:50 p.m. The NYSE will notify market participants of the
new Close time and will price the Close at or around that time. The normal 5:00 p.m. start of the Crossing
Session will be delayed, and a new start time will be communicated to market participants.

5. Contingency Scenario 5

In the unlikely event of a NYSE system interruption that occurs intraday whereby service will not be restored
for a closing print on the NYSE, the consolidated last sale should be used for Russell pricing purposes.

B. Contingency Preparedness

Members are reminded to have Floor stationery supplies on hand in the case there is an inability to enter and
cancel orders through the system.

Should a system interruption affect electronic time stamping functionality, members and member
organizations may manually write down required time information. If the Broker Booth Support System
(BBSS) is functioning, but the broker handheld is not, Floor brokers must carry the BBSS time onto their
paper orders. Under all other circumstances, the time of order entry must by recorded by hand in the Booth,
by the Floor broker and at the Post. Best efforts must be used to synchronize clocks to a recognized standard
time (See Rule 132A.).

C. Use of Floor Broker Error Accounts Related to System Interruptions

If, due to a system interruption, marketable customer orders remain unexecuted at the Close or cancellations
of open orders were not processed before the orders were executed, such unexecuted orders or unprocessed
cancellations may be considered errors under new amendments to NYSE Rule 134. The Exchange is
currently finalizing its guidance to members and member organizations concerning the new error rules, and
will issue it in a separate memorandum shortly.

V. Adequacy of Operations and Supervisory Staff

All members and member organizations, including specialists, should ensure that both operational and
supervisory staffing are sufficient to monitor and process all orders, regardless of the form in which they
are received, as well as to handle the increased workload. All members and member organizations firms
should also review their systems to assure that they have adequate capacity to handle the expected increase
in volume. For example, specialist firms should review their algorithms/API to assure that they meet their
obligations to maintain a fair and orderly market. Specialists should seek the advice of a Floor Official for
unusual situations as early as possible.

VI. Supervision

A. Review of Policies and Procedures

In light of increased automated order delivery, e-Quoting, and automatic execution in the Hybrid Market,
NYSE Regulation is advising members and member organizations to carefully review their procedures as
well as their supervisory systems for handling orders in connection with the Russell reconstitution. NYSE
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Regulation expects members and member organizations to review their practices for handling orders at or
near the Close, particularly with respect to any orders where there is an on-Close or other price guarantee for
those securities that are part of the rebalance. Reviews should include both orders that are handled manually
as well as those orders that are handled systemically, such as orders that are handled by a computer
algorithm. In addition, members and member organizations should take all necessary steps to ensure that the
relevant trading and back-office staff are familiar with firm procedures for handling orders at or near the Close.

In addition, members and member organizations are reminded of their obligation to have adequate systems
and controls relating to use of firm systems by correspondents or others. Please consult Information Memo
02-48 (November 7, 2002) for more information.

B. Adequacy of Compliance Program

Members and member organizations are also reminded that they must ensure that they have a robust
compliance program that includes adequate supervisory policies and procedures to monitor for compliance
with NYSE Rule 123C and the guidance contained in this Information Memo. Those policies and procedure
must be adequate to ensure that all procedures related to MOC and LOC orders are appropriately followed,
and to detect and deter any actions that may violate NYSE or SEC rules.

C. Due Diligence Requirements

Consistent with the requirements of Exchange Rule 405, before any at-the-Close order is transmitted to the
Floor, the member or member organization accepting the order must exercise due diligence to learn the
essential facts relative to the order, including the purpose and propriety of the at-the-Close instruction. In
addition, an imbalance of orders at or near the Close, caused in part by the entry of such orders, could lead to
trading being halted in the security and such orders not receiving an execution.

D. Supervision to Prevent Improperly Affecting the Close

Members and member organizations must also ensure that their activity does not have the effect of artificially
impacting the closing price. As such, members, member organizations and compliance staff should be
mindful of the guidance issued in Information Memo 05-52 regarding VWAP trading at or near the Close,
which addresses their responsibilities for ensuring that trading strategies engaged in to facilitate or hedge
VWAP orders have an economic basis and do not have the effect of marking the Close or marking the value
of a position.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep
in mind the requirements of Exchange Rule 97 regarding member trading. Firms should review procedures
utilized in connection with orders to be executed at or near the Close with their traders and other order entry
personnel. Firms should also review systemic order entry functions (e.g., algorithms or “smart servers”) for
compliance with the provisions of this Information Memorandum. Firms should also review the provisions of
Information Memo No. 95-28 (July 10, 1995) (see Attachment A), which discussed trading near the Close and
trading activity that would constitute violations of Exchange Rules as well as federal securities laws.

In that connection, firms are reminded that where a firm has committed to purchase from (sell to) a customer
an order at a price that is derived from the closing price (e.g., VWAP and MOC orders), reserving a significant
position of its hedging or covering transaction to be executed at or near the Close, it must operate with
substantial care. If the transaction is completed in a manner that does not effectively place the firm at market
risk or if the transaction does not provide an opportunity for possible contra side interest to develop and/or
react to the activity, it would raise manipulative concerns and would operate as conduct inconsistent with
just and equitable principles of trade. Members and member firms should consult Information Memo 05-52,
Member Obligations in Connection With Volume Weighted Average Price Transactions, dated August 1,
2005, for further guidance.

E. Compliance with Federal Securities Laws and Rules
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In addition to ensuring compliance with NYSE rules and policies, members and member organizations
should review other applicable federal securities law requirements and SEC regulations, such as Section 9(a)
(2) of the Securities Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules. Firms
must ensure that they have adequate policies and procedures in place to detect, deter, and prevent such
potentially violative conduct.

VII. Staff Contacts

Questions concerning this memorandum may be addressed to the following persons or areas in the Market
Surveillance Division:

Patricia Bergholc, Director, Member Trading II, at (212) 656-4948

Gordon Brown, Manager, On Floor Surveillance, at (212) 656-5321

Michael Fryer, Manager, Member Trading II, at (212) 656-4656

Carol Krusik, Director, Rule Interpretation, at (212) 656-4597

Rohan Prashad, Director, Member Trading I, at (212) 656-6772,

Jerome Reda, Director, Member Trading II, at (212) 656-5354, or

John Saxton, Director, Member Trading II, at (212) 656-2324.

Questions may also be directed to OFSU via the White Phone or in person at their booth in the EBR.
Questions that are not time sensitive may also be submitted to Ask Market Surveillance. (For information
about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3, which was issued on
January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Attachments

Imbalance Publications and MOC/LOC Order Entry
 

Time Specialists Brokers and Traders
 

3:00 p.m.-
3:40 p.m.

• May publish informational
imbalance with prior Floor Official
approval

• May enter MOC/LOC orders
on either side regardless
of informational imbalance
publication

• Index arbitrageurs whose
derivative leg is expiring against
NYSE closing price must enter
MOC/LOC orders before 3:40
p.m.

• May cancel MOC/LOC orders for
any reason

 

3:40 p.m.-
3:50 p.m.

• Must publish: • May enter MOC/LOC orders only
to offset imbalances

○ Imbalances greater that
50,000 shares

• Index arbitrageurs may enter

• Must update: MOC/LOC orders to offset
imbalances unless the order
relates
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○ Informational imbalance if
there is still a “significant”
imbalance; or

to an expiring derivative

publish “No imbalance” if
there is not a significant
imbalance

• May not cancel MOC/LOC orders
except to correct order entry error

• May publish: • If Rule 80A limits are in place,
index arbitrageurs whose

○ Imbalances less than 50,000
shares with prior Floor
Official approval if there is
likely to be significant market
impact

MOC/LOC orders relate to a
derivative product that is not
expiring must cancel their orders
if they do not have the proper tick
restriction

 

3:50 p.m.-
4:00 p.m.

• Must publish: • May enter MOC/LOC orders only
to offset imbalances

○ Imbalances greater that
50,000 shares

• Index arbitrageurs may enter

•
Must update:

MOC/LOC orders to offset
imbalances unless the order
relates

○ 3:40 p.m. imbalance if
there is still a “significant”
imbalance; or publish

to an expiring derivative

“No imbalance” if there is not
a significant imbalance

• No cancellations of MOC/LOC
orders for any reason, including
where Rule 80A limits take effect

• May publish:
○ Imbalances less than 50,000

shares with prior Floor
Official approval if there is
likely to be significant market
impact

 

Market Surveillance Division Member Education Bulletin

#2003-8

NYSE

Date: August 4, 2003

To: All Floor Members

From: Market Surveillance Division

Re: PRINTING THE CLOSING TRANSACTION UNDER RULE 116.40 AND ELECTED ORDERS

In view of increased interest in trading at closing prices, questions have been raised concerning the
procedures for printing the closing transaction, what constitutes the electing volume at the close, and how to
print the executed portion of orders elected by the closing transaction.

The procedures for printing the closing transaction described below represent a change from former practice;
undated white index cards used for reference should be discarded. New reference cards will be distributed
and will be dated. The new procedures described in this Member Education Bulletin have been included in
the 2003 edition of the Floor Official Manual.

Stop orders and percentage orders are elected by the closing transaction. The closing transaction includes
the paired amount of MOC/LOC orders as well as the imbalance print, if any.
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More than one print is sometimes required to report the closing transaction to the Consolidated Tape.

1. If there is an imbalance of MOC/LOC orders at the close, the first print reflects the size of the imbalance,
consistent with Exchange Rule 116.40.

2. If there are paired MOC/LOC orders, that amount prints next as stopped stock.

3. When stop orders or percentage orders have been elected on the close, the executed portion of those
orders would print last.

• Stop orders elected by the closing transaction should be filled in their entirety at the closing price.

• Percentage orders, which are elected by the closing transaction, are not required to be executed;
however, when executed in whole or in part, they must receive the closing price.

Example:

At the close the specialist is holding one 20,000-share stop order and three percentage orders which leave
15,000, 25,000 and 100,000 shares, respectively. These four orders may be elected on the close, depending
on the closing price.

The specialist closes the stock at $77.03 and instructs the trading assistant to report the following to the tape:

28,000 @ 77.03 The size of the MOC/LOC imbalance
500,000 @ 77.03 “stopped stock” Paired amount of MOC and marketable LOC orders
65,000 @ 77.03 20,000 for one stop order and 45,000 split among three

percentage orders, all elected on the close

In this example, the stop order was elected and filled. There is sufficient electing volume (528,000 shares)
to execute the leaves on all three percentage orders. However, due to lack of contra side liquidity, the
specialist determined to execute 15,000 shares on behalf of each percentage order. As a result, only one
of the percentage orders is filled, and the other two remain partially unexecuted. This example illustrates
an important difference between the types of orders which may be elected by the closing transaction. Stop
orders will be executed in their entirety, while percentage orders may remain unexecuted in whole or in part.

Should you have any questions, please call Rohan Prashad at (212) 656-6772 or John Gregoretti at (212)
656-6791.

________________________________________

Regina C. Mysliwiec

Senior Vice President

Market Surveillance Division

Member Education Bulletin

Market Surveillance Division

NYSE Regulation

2006-9

Date: June 6, 2006

To: All Members and Member Organizations

From: Market Surveillance Division

Re: FREQUENTLY ASKED QUESTIONS ON THE NYSE HYBRID MARKET INITIATIVE - FAQ #2 - THE
NYSE CLOSE

The purpose of this Member Education Bulletin is to highlight certain frequently asked questions and to
provide additional guidance on the Hybrid Market.
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1. Q: Are brokers able to participate in the close only via e-Quotes? SM

A: No, the Hybrid Market initiative does not change the way the Exchange close is handled. Accordingly,
brokers' verbal interest as well as e-Quoted interest should be taken into account by the specialist when
formulating the close. The close continues to be formulated in the same way it was before the implementation
of the Hybrid Market. During the close, brokers' verbal interest is included with market orders and MOC
interest, while e-Quoted interest is on parity with limit orders.

2. Q: If a broker has e-Quoted interest near the close of trading and thinks the market will move away from his
or her limit price, can the broker withdraw his or her e-Quote and trade with the Crowd?

A: Yes, provided that the broker receives an acknowledgement of the cancellation of the e-Quote in the
handheld prior to his or her representing the order in the Crowd, so as to avoid a duplicate execution. It is
important that this decision be made by the broker prior to the Closing Bell, because the system will not
permit cancellation of the e-Quote after 4:00:00PM and, absent receipt of the cancellation confirmation in
the handheld, the broker is not permitted to represent the order manually in the Crowd. As a reminder, MOC
orders may not be entered via e-Quotes.

Taken together, the above two questions suggest that during the close brokers should consider whether it is
beneficial for them to be verbally represented rather than e-Quoting their interest. 1

______________________________________

Robert A. Marchman

Executive Vice President

Market Surveillance Division

.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Floor Official approvals to publish informational imbalances should be recorded on the Floor Official
Approval form under Item 12 ("Consultation/Other"). Members should state the proposed imbalance
information and note any other relevant information in connection with the request.

2  Specialists in stocks that could post a 100 million+ share MOC imbalance should be monitoring their
MOC positions as they approach the Close. If the MOC imbalance at the Close is greater than 100
million shares, the Closing template will show the last imbalance amount less than 100 million shares. As
a result, if the Closing template shows an amount near 100 million shares, specialists should confirm the
actual imbalance amount with Floor Operations prior to calculating the Close.

3  The only change in the procedure since publication of the Bulletin relates to stop orders. In the Hybrid
Market, all stop orders that are elected based on the closing price will be automatically and systemically
converted to market orders and included in the total number of market-at-the-close orders to be
executed at the Close. Specialists, trading assistants and anyone acting on their behalf are prohibited
from using the Display Book® system in a manner designed to discover inappropriately information
about unelected stop orders when arranging the Close or to otherwise attempt to obtain information
regarding unelected stop orders.

4  Available on the NYSE website at http://www.nyse.com/pdfs/RussellContingenciesA.pdf
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 07-54

Click to open document in a browser

June 14, 2007

   ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: PROPOSED JOINT GUIDANCE REGARDING THE REVIEW AND SUPERVISION OF
ELECTRONIC COMMUNICATIONS

Supervision of Electronic Communications:

NYSE and NASD Request Comment on Proposed Joint Guidance Regarding the Review and Supervision of
Electronic Communications; Comment Period Expires July 13, 2007

Executive Summary

Given the pace of technological innovation in electronic communications, and the breadth of possible
communications subject to review, NYSE and NASD are issuing this Joint Request for Comment to solicit
comments from member organizations and other interested parties on proposed Joint Guidance regarding
the review and supervision of electronic communications. The proposed Joint Guidance sets forth principles
for member organizations to consider when developing supervisory systems and procedures for electronic
communications that are reasonably designed to achieve compliance with applicable federal securities laws
and self-regulatory organization rules.

Attachment A sets forth the proposed Joint Guidance on the review and supervision of electronic
communications.

Action Requested

Comment on the proposed Joint Guidance. Comments must be received by July 13, 2007. Interested persons
can submit their comments via e-mail to ecommunications@nyse.com or via hard copy to:

NYSE Regulation

20 Broad Street, 23 rd Floor

New York, NY 10005

Attention: William Jannace

Note: The only comments that will be considered are those submitted pursuant to the methods set forth
above (or submitted pursuant to NASD's stated methods). All comments received by NYSE in response to
this Joint Request for Comment will be made available to the public on the NYSE Web site within a week
following the expiration of the comment period. Submit only information that you wish to make publicly
available.

Questions/Further Information
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Questions concerning this Joint Request for Comment should be directed to Sheila Haney, Examination
Director, Sales Practice Review Unit, at (212) 656-3254; Stephen Kasprzak, Principal Counsel, Rule
& Interpretive Standards, at (212) 656-5226; or Cory Figman, Sr. Special Counsel, Rule & Interpretive
Standards, at (212) 656-4893.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Attachments

ATTACHMENT A - PROPOSED JOINT GUIDANCE

REVIEW AND SUPERVISION OF ELECTRONIC COMMUNICATIONS

I. INTRODUCTION

Technological innovations in the area of electronic communications 1   have altered how people deliver,
receive, and store communications. These innovations have brought, and continue to bring, new challenges

to members 2   in the establishment of supervisory systems and procedures for electronic communications
that are reasonably designed to achieve compliance with applicable federal securities laws and self-

regulatory organization rules. 3 

With these challenges in mind, the NYSE and NASD (the “SROs”) are issuing this guidance for members
to consider when developing such systems and procedures. In the course of formulating this guidance, the
SROs have consulted with industry experts in addition to drawing on their own experience in the area of
electronic communication supervision. This guidance does not specifically address every regulatory issue that
may arise in connection with the supervision of electronic communications. Further, the SROs recognize that
policies and procedures may differ among members depending on their business model (e.g., size, structure,

customer base, and product mix). 4 

II. REVIEW AND SUPERVISION OF ELECTRONIC COMMUNICATIONS

At one time, the SROs required that members review all correspondence of their registered representatives
pertaining to the solicitation or execution of any securities transactions. In 1998, recognizing that the
growing use of electronic communications such as e-mail made adherence to this requirement difficult,
the SROs amended their rules to allow members the flexibility to design supervisory review procedures for

correspondence with the public that are appropriate to the individual member's business model. 5 

In considering this Joint Guidance, members generally may decide by employing risk-based principles
the extent to which the review of electronic communications, both internal and external, is necessary in
accordance with the supervision of their business. However, members must have policies and procedures

for the review by a supervisor of employees' 6   incoming and outgoing electronic communications that are
of a subject matter that require review under SRO rules and federal securities laws. For example (without
limitation):

(1) NYSE Rule 472(b)(3) and NASD Rule 2711(b)(3)(A) require that a member's legal and compliance
department be copied on communications between non-research and research departments concerning the
content of a research report; NYSE Rule 472(a) and NASD Rules 2210 and 2211 require pre-approval by a
principal of specified communications with the public;
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(2) NYSE Rule 351(d) and NASD Rule 3070(c) require the identification and reporting of customer
complaints; NYSE Rule 401A requires that the receipt of each complaint be acknowledged by the member to
the customer within 15 business days; and

(3) NYSE Rule 410 and NASD Rule 3110(j) require the identification and prior written approval of every order
error and other account designation change.

When employing risk-based procedures to review electronic communications, members should consider how
to effectively:

(1) “flag” electronic communications that may evidence or contain customer complaints, problems, errors,
orders, or other instructions for an account; or evidence conduct inconsistent with SRO rules, federal
securities laws, and other matters of importance to the member's ability to adequately supervise its business
and manage the member's reputational, financial, and litigation risk;

(2) identify such other business areas the member may identify as warranting supervisory review; and

(3) educate employees to understand and comply with the member's policies and procedures regarding
electronic communications.

In adopting such supervisory review procedures, existing interpretive material directs members to, among

other things: 7 

• Identify the types of correspondence that will be pre- or post-reviewed;

• Identify the organizational position(s) responsible for conducting reviews of the different types of
correspondence;

• Monitor the implementation of, and compliance with, the member's procedures for reviewing public

correspondence; 8 

• Periodically re-evaluate the effectiveness of the member's procedures for reviewing public correspondence

and consider any necessary revisions; 9 

• Provide that all customer complaints, whether received via e-mail or in other written form, are reported to the

SROs in compliance with the SRO reporting requirements; 10 

• Prohibit employees from the use of electronic communications unless such communications are subject to

supervisory and review procedures developed by the member; 11   and

• Conduct necessary and appropriate training and education.

Member electronic communications related to a member's business are subject to its overall supervisory

and review procedures. 12   They are also subject to SRO rule requirements specifically addressing

communications with the public. 13 

The growth of electronic communications has raised the need for further interpretative guidance. For ease of
use, the guidance that follows is divided into six categories:

• Written Policies and Procedures

• Types of Electronic Communications Requiring Review

• Identification of the Person(s) Responsible for the Review of Electronic Communications

• Method of Review for Correspondence

• Frequency of the Review of Correspondence

• Documentation of the Review of Correspondence

A. WRITTEN POLICIES AND PROCEDURES
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The path towards an effective supervisory system starts with clear policies and procedures for the
general use and supervision of electronic communications, both internal and external, which are
updated to address new technologies. For example, a general electronic communications policy
written five years ago may well not include policies to regulate employees' use of technologies such as

weblogs 14   and podcasting 15   to communicate with the public.

From a general procedural perspective, members should provide their employees with the following:

• Quick and easy access to electronic communication policies and procedures through, for example,
the member's intranet system. (Members should make clear to all employees that they are responsible
for complying with these policies and procedures upon their employment. Updates to such policies
should be made accessible to all employees in a timely manner, pursuant to the member's
procedures.)

• A clear list of permissible electronic communication mechanisms (including a clear statement that
all other mechanisms are prohibited). For example, if employees are permitted to utilize only the
member's e-mail and instant messaging system, then this should be clearly and unambiguously stated
in the member's policies and procedures. Members should also make clear if certain communication
mechanisms may only be used for communications between employees of the member (versus
mechanisms that may also be used for communications with the public). Members should be cognizant
that vague language addressing these issues may leave room for unwanted individual interpretation.

• Specific language explaining to employees the potential consequences of non-compliance (e.g.,
disciplinary action).

• Training on a regular and as-needed basis. Members should include information in their training
and compliance programs describing examples of permissible and prohibited technologies. In
addition, while all employees should receive training with respect to the member's general electronic
communication policies and procedures, there may be certain employees whose training should be
further tailored to their specific business function. For example, a member may implement additional
prohibitions on internal communications between business units that are privy to certain non-public
information (e.g., investment banking and research and proprietary trading).

B. TYPES OF ELECTRONIC COMMUNICATIONS REQUIRING REVIEW

External Communications

As discussed above, members must have reasonable policies and procedures for the supervisory review of

electronic communications that require review under SRO rules 16   and federal securities laws. Members
may employ risk-based principles to determine the extent to which additional supervisory policies and
procedures are required to adequately supervise their business and manage the member's reputational,
financial, and litigation risk.

Members also are required to establish policies and procedures regarding the forms of electronic
communications that they permit employees to use when conducting business with the public and to take
reasonable steps to monitor for compliance with such policies and procedures.

Traditionally, members have limited employees' electronic communications with customers to a member-
supplied e-mail address that is connected to the member's communication network. However, as technology
has evolved, employees now have a myriad of ways to communicate electronically with the public. To the
extent members prohibit certain types of communication media, consideration should be given to taking
technological steps to block or otherwise regulate their external and internal use. In particular, members
should consider the following options:
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Non-Member E-Mail Platforms - Employees have the ability to communicate via e-mail through
means other than their member-issued e-mail address by accessing e-mail platforms through the
Internet (e.g., through AOL or Yahoo mail) and through third-party communication systems such as
Bloomberg and Reuters. If a member permits employees to communicate with customers through
these systems or through other non-member e-mail addresses, the member is required to supervise
and retain those communications. Some members prohibit, through policies and procedures,
employees from accessing non-member e-mail platforms for business purposes, and require
employees to certify on an annual or more frequent basis that they are acting consistent with such
policies and procedures. Where possible, some members have chosen to block access to these e-mail
platforms through their networks. Thus, an employee would be able to access the Internet but not the
e-mail functionality. Members utilizing this blocking functionality should periodically conduct tests to
ensure that it is functioning as designed or intended.

Similarly, the SROs expect members to prohibit, through policies and procedures, communications
with the public for business purposes from employees' own electronic devices unless the member

is capable of supervising, receiving, and retaining such communications. 17   Absent a prohibition,
members should consider requiring pre-approval for the business-related use of any personal
electronic communications device. The approval process might require a detailed business justification
for using the personal device and an annual re-certification of the approval that includes a re-evaluation
of the business justification for its use. In addition, members should consider obtaining agreements
from employees authorizing the member to access any such personal electronic communications
devices. Members should also consider prohibiting, where appropriate, the use of personal electronic
communication devices in certain sensitive firm locations (e.g., where material non-public information
could be accessed).

Message Boards - There are various publicly accessible message boards related to the securities

industry. Members may consider blocking access by their employees to these message boards 18   to
prevent them from communicating through these boards for business purposes.

E-Faxes - The use of traditional facsimile machines has started to decline as E-fax software has
developed. The SROs view E-faxes as electronic communications and, thus, members should

supervise them accordingly. 19 

When a member permits the use of any technology, the member's system of supervision should be
reasonably designed to achieve compliance with applicable laws, rules, and regulations.

Internal Communications

As stated above, with the exception of the enumerated areas requiring review by a supervisor, members
may decide, employing risk-based principles, the extent to which review of any internal communications is
necessary in accordance with the supervision of their business.

Subject to any such specific rule requirement mandating reviews, in reaching a risk-based assessment
regarding the review of internal communications, consideration should be given to, for instance: detecting
when a member's information barriers are not working to protect customer or issuer information; protecting
against undue influence on research personnel contrary to SRO rules; and segregating the member's

proprietary trading desk activity from all or part of the other operating areas of the member. 20 

In addition, members may consider various relevant existing processes, such as:

• Conflict-management efforts - Steps taken to reduce, manage, or eliminate potential conflicts of
interest, including implementing firewalls to prevent electronic communications between certain
individuals/groups or monitoring communications as required by SRO rules (e.g., between non-
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research and research departments) or as otherwise appropriate. Members should review to determine
whether adequate information barriers are in place.

• Reviews of internal electronic communications that occur in connection with branch or desk
examinations and regulatory inquiries, examinations, or investigations.

• Reviews of internal electronic communications that occur in connection with transaction reviews,
internal disciplinary reviews, and reviews relating to customer complaints or arbitration.

• Reviews of internal electronic communications that occur as a result of issues identified in connection
with external electronic communication reviews.

C. IDENTIFICATION OF THE PERSON(S) RESPONSIBLE FOR THE REVIEW OF ELECTRONIC
COMMUNICATIONS

Members' procedures for review of electronic communications (internal and external) should address the
following:

• Members' procedures should clearly identify the person(s) responsible for performing the reviews.
Evidence of review can be satisfied by use of a log or other record from the electronic communication
system that identifies the reviewers.

• The supervisor/principal must evidence his or her supervision as required by SRO rules. 21 

• In the course of supervising electronic communications, a supervisor/principal may delegate certain

functions to persons who need not be registered. 22   However, the supervisor/principal remains
ultimately responsible for the performance of all necessary supervisory reviews, irrespective of whether
he or she delegates functions related to the review. Accordingly, supervisors must take reasonable
and appropriate action to ensure delegated functions are properly executed and should evidence

performance of their procedures sufficiently to demonstrate overall supervisory control. 23 

• Where review functions are delegated, the procedures must provide a protocol to escalate regulatory
issues to the designated supervisor or other appropriate department.

• All reviewers must have sufficient knowledge, experience, and training to adequately perform
the reviews. Members should be able to demonstrate that the reviewers meet these criteria. This
could include: prior supervisory or other experience, years of service in the industry, professional
licenses, completion of firm and regulatory element training, product knowledge, educational degrees,
knowledge of member products and services, lecturing at, or attending, industry seminars and courses,
other training, length of service at the member, familiarity with member systems and tools, and prior
regulatory experience.

• Unless a member's size and/or structure (e.g., a sole proprietor) is such that the member has no other
reasonable alternative for reviewing an individual's electronic communications, an individual may not
conduct supervisory reviews of his or her own electronic communications.

D. METHOD OF REVIEW FOR CORRESPONDENCE

Members should develop review procedures that are both reasonably designed to achieve compliance with
applicable securities laws, regulations, and SRO rules and appropriate for their business and structure,
consistent with the principles set forth in this Joint Guidance. In addition, members should monitor for
compliance with their supervisory procedures' prescribed frequency, timeliness, and quantity parameters.

Regardless of the method utilized, members should alert their reviewers as to the issues to be raised and
material to be examined, including acceptable content. For example, members should make reference to the
content standards in NYSE Rule 472 and NASD Rule 2210 and provide guidance concerning other applicable
areas of concern (e.g., the use of confidential, proprietary, and inside information; anti-money laundering
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issues; gifts and gratuities; private securities transactions; customer complaints; front-running; and rumor
spreading). When reviewing customer complaints, members should look for indicia that a customer has
received a communication that is not in conformance with the member's policies and procedures.

In addition, where members permit the use and receipt of encrypted electronic communications, they must
be able to monitor and supervise those communications and must educate reviewers on how this can be
accomplished. (See “Combination of Lexicon and Random Review of Electronic Correspondence” below).

Furthermore, members must be able to review electronic correspondence in all languages in which they
conduct business with the public. Therefore, if the reviewer is not fluent in the language used in an e-mail, the
member should require proper independent interpretation and review (i.e., not by the author/recipient of the
correspondence).

Under limited circumstances, members should consider having their legal and/or compliance departments re-
review e-mails that have already been reviewed by line supervisors and their delegatees in certain situations.
Re-review might be advisable when specific problems have been identified at a branch office resulting,
for instance, in a registered representative becoming the subject of an internal investigation. Members
should also consider re-reviewing selected electronic communications as part of their standard branch office
inspection program.

Against this background, members may consider the following methods of review:

• Lexicon-based Reviews of Electronic Correspondence - Members using lexicon-based
reviews (those based on sensitive words or phrases, the presence of which may signal problematic
communications) of correspondence should utilize an appropriate lexicon, take reasonable security
measures to keep the list confidential, and periodically evaluate the efficacy of the lexicon. Members
must make informed decisions regarding how best to utilize the surveillance tools they have chosen.
Thus, a member that conducts lexicon-based reviews may determine that it is not necessary to review
each and every lexicon “hit” in order to maintain an effective review system. The rationale for such
determinations should be maintained as part of the member's policies and procedures.

Members should also consider regular periodic reviews of the lexicon system to determine
whether any changes/updates are necessary, such as adding or deleting phrases and/or
words. Members should periodically inquire as to the effectiveness of the system, especially

if the system is that of a vendor. 24   Members are responsible for ensuring that the system
utilized is functioning properly. As discussed more fully below, if a member does not have
confidence in the effectiveness of its lexicon system, a supplemental random review of electronic
communications should be considered.

Members should consider targeted concentrated reviews of employees' e-mails when warranted
(e.g., when concerns are raised in connection with regulatory examination findings, internal
audits, customer complaints, or regulatory inquiries).

When assessing the effectiveness of a lexicon-based system, members should consider the following
features:

(a) A meaningful list of phrases and/or words (including industry “jargon”) based on the
size of the member, its type of business, its customer base, and its location (including any
branch offices that may require the inclusion of certain foreign language components). The
lexicon system should be comprehensive enough to yield a meaningful sample of “flagged”
communications.

(b) Ability to add and delete phrases and words on an ongoing basis.

(c) Ability to review attachments and identify attachments that could circumvent lexicon-based
reviews.
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(d) Ability to restrict access to the phrases and/or words that make up the lexicon system.

(e) Ability to conduct searches that exclude any trailers or disclaimers used by the member, as
these trailers or disclaimers often contain sensitive words such as “guarantee” (e.g., “firm does
not guarantee”) which would “flag” every such e-mail.

• Random Review of Electronic Correspondence - Members may choose to use a reasonable
percentage sampling technique, whereby some percentage of the electronic communications
generated by the member is reviewed. There is no prescribed minimum or fixed percentage that is
required by regulation. However, the amount of electronic communications chosen for review must be
reasonable given the circumstances (for example, member size, nature of business, customer base,
and individual employee circumstances). In this regard, members conducting random reviews may
consider factors such as:

(a) Percentage of Electronic Correspondence Based on a Branch Office, Department, or
Business Unit - For a branch office, department, or business unit, a member could establish
a percentage of electronic communications requiring review that is based on its size, type of
business, customer base, and location (including its sales locations), which includes e-mails from
each individual in that branch office, department, or business unit.

(b) Percentage of Electronic Correspondence for Each Individual - For each individual in a
branch office, department, or business unit, a member could establish a percentage of e-mails
requiring review based on its size, type of business, supervisory structure (including whether
certain locations are supervised remotely), customer base, and location including its branch
offices. Members should not necessarily limit themselves to reviewing the same percentage of e-
mails for each employee. For example, an individual with disciplinary history or subject to special
supervision may warrant a review encompassing a higher percentage of e-mails.

• Combination of Lexicon and Random Review of Electronic Correspondence - Given the
strengths and weaknesses of any single review tool, members should consider complementary review
techniques. For instance, members should note that while lexicon system-tracking capabilities have
become considerably more sophisticated and effective over the past few years, as of this writing
they are incapable of reading documents or document attachments that are password protected or
encrypted. Further, the use of image files, such as “jpgs,” can be used to pass information through
lexicon filters undetected. In addition, a registered representative determined to circumvent a lexicon
system may be able to do so by simply avoiding the use of words likely to “trigger” the system.

• Standards Applicable to All Review Systems - The manner and extent to which review tools are
utilized is a determination to be made by each member, based on its business model. However, to best
assure the effectiveness over time of any system, members should incorporate ongoing evaluation
procedures to identify and address any “loopholes” or other issues that may arise as the means of
transmitting sensitive information “under the regulatory radar” become more sophisticated and difficult
to capture. Members' written procedures should delineate the additional reviews that will be conducted
when such issues are identified. Members utilizing automated tools or systems in the course of their
supervisory review of electronic communications must have an understanding of the limitations of such
tools or systems (for example, see the potential limitations of lexicon systems noted above) and should

consider what, if any, further supervisory review is necessary in light of such limitations. 25 

E. FREQUENCY OF THE REVIEW OF CORRESPONDENCE

• Frequency of correspondence review may vary depending on the business. For instance, the
frequency of review should be related to the type of business conducted (i.e., the market sensitivity of
the activity); the type of customers involved; the scope of the activities; the geographical location of the
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activities; the disciplinary record of covered persons; and the volume of the communications subject to
review.

• Members should prescribe reasonable timeframes within which supervisors are expected to complete
their reviews of correspondence, taking into consideration the type of review being conducted and the
method of review being used. When determining the reasonableness of such timeframes, members
should carefully consider the type of business their firm is conducting and the extent to which a
review's usefulness, in the context of that business, is diminished by the passage of time. For example,
a member with a primarily retail customer base may need to conduct more frequent reviews than a
member that exclusively conducts institutional business.

F. DOCUMENTATION OF THE REVIEW OF CORRESPONDENCE

• Members must evidence their reviews, whether electronically or on paper, 26   and be able to
reasonably demonstrate that such reviews were conducted.

• The evidence of review should, at a minimum, clearly identify the reviewer, the communication that
was reviewed, the date of review, and the steps taken as a result of any significant regulatory issues
that were identified during the course of the review. Members should remind their reviewers that merely
opening the communication will not be deemed a sufficient review.

III. CONCLUSION

As noted above, the SROs are issuing this Joint Guidance to assist members in the establishment and
maintenance of supervisory systems for electronic communications that are reasonably designed to achieve
compliance with the federal securities laws and self-regulatory organization rules. Members must recognize,
however, that this guidance is not all-inclusive and does not represent all areas of inquiry that a member
should consider when establishing and maintaining a supervisory system for electronic communications,
including any existing and future electronic communications technology that this guidance may not address.
In addition, members are advised that this guidance does not serve to establish a safe harbor with respect to
potential supervisory or compliance deficiencies.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Footnotes

1  For purposes of this Joint Guidance, "electronic communications," "e-mail," and "electronic
correspondence" may be used interchangeably and can include such forms of electronic
communications as instant messaging and text messaging. Notwithstanding such use of terminology,
as further detailed herein, the manner of application of SRO rules specifically addressing particular
communications with the public (see, e.g., NASD Rules 2210 and 2211 and NYSE Rules 342 and 472)
will depend on the type of communication.

2  For purposes of this Joint Guidance, the term "member" refers to NYSE member organizations and
NASD members.

3  See NYSE Rule 342 (Offices - Approval, Supervision and Control) and NASD Rule 3010 (Supervision).
4  The SROs have fashioned rule provisions that, where appropriate, take into account variations in

members' size or business model. See, e.g., NYSE Rules 342.23 (Offices - Approval, Supervision and
Control - Internal Controls) and 472(m) (Communications with the Public - Small Firm Exception). See
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also NASD Rules 3012 (Supervisory Control System) and 2711 (Research Analysts and Research
Reports).

5  See NYSE Information Memo 98-3 (January 16, 1998) and NASD Notices to Members 98-11 (January
1998) and 99-03 (January 1999). See also NYSE Rule 342.17 (Offices-Approval, Supervision and
Control - Review of Communications with Public) and NASD Rule 3010 (Supervision). Additionally,
NASD Rule 2211 (Institutional Sales Material and Correspondence) defines "correspondence" as any
written letter or electronic mail message distributed by a member to (1) one or more existing retail
customers, and (2) fewer than 25 prospective retail customers within any 30 calendar-day period.
Members are not required to approve outgoing “correspondence” prior to use unless the correspondence
is sent to 25 or more existing retail customers within a 30 calendar-day period and makes a financial
or investment recommendation or otherwise promotes a product or service of the member. NASD Rule
2211 also allows members to adopt supervisory procedures for communications distributed only to
certain institutional investors that do not require principal pre-use review and approval. See also SR-
NYSE-2007-49 which proposes amendments that would generally exempt from pre-use review and
approval correspondence and institutional sales material, as defined.

6  For purposes of NASD rules, the term "employees" includes all associated persons.
7  See NYSE Information Memo 98-3 (January 16, 1998) and NASD Notice to Members 98-11 (January

1998).
8  The SROs recognize that, as appropriate evidence of review, e-mail related to members' investment

banking or securities business may be reviewed electronically and the evidence of the review may be
recorded electronically (see NYSE Information Memo 98-3 and NASD Notice to Members 98-11).

9  See also NYSE Rule 342 and NASD Rule 3012, requiring implementation of a supervisory control
system.

10  See NYSE Rule 351(d) (Reporting Requirements) and NASD Rule 3070(c) (Reporting Requirements).
11  For example, the SROs expect members to prohibit, through policies and procedures, communications

with the public from employees' home computers unless the member is capable of supervising and
retaining such communications.

12  See NYSE Rules 342.16 and 342.17 (Offices-Approval, Supervision and Control - Supervision of
Registered Representatives and Review of Communications with the Public) and NASD Rules 2210
(Communications with the Public) and 2211 (Institutional Sales Material and Correspondence).
See also NASD Rule 3010 (Supervision) and NASD Rule 3010(d) (Review of Transactions and
Correspondence). (NASD staff notes its intention to propose amendments to Rule 3010(d)(2) to
eliminate outdated distinctions between certain hard copy and electronic communications and to reflect
this Joint Guidance.)

13  See NASD Rules 2210 and 2211. See also NASD Guide to the Internet for Registered Representatives,
available at http://www.nasd.com/RulesRegulation/IssueCenter/Advertising/NASDW_0061 18. See also
NYSE Rule 472(a), which requires pre-approval for any advertisement, market letter, sales literature,
communication, or research report that is distributed or made available to a customer or the public by a
member.

14  A "weblog" (often referred to as a "blog") is a web-based publication consisting primarily of periodic
reports (generally in reverse chronological order). Similar to other media, blogs often focus on particular
subjects (e.g., politics) and combine text, images, and links to other blogs, web pages, and other media
related topics.

15  "Podcasting" is a method of distributing multimedia files (i.e., audio or video content) over the Internet for
playback on mobile devices and personal computers.

16  See Section II, page 2, of this Joint Guidance.
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17  Firms should be aware that pursuant to NYSE Rule 342.10(B) and NASD Rule 3010(g)(2), employees
working at their primary residences and relying on the exception from branch office registration cannot
use their personal e-mail accounts to communicate with potential or existing customers from such
locations; electronic communications from such locations must be made through the member's electronic
system consistent with the terms of the exception. See generally NYSE Information Memos 05-74
(October 6, 2005) and 06-13 (March 22, 2006) and NASD Notice to Members 06-12 (March 2006).

18  NASD views message boards as advertisements under NASD Rule 2210, and such board postings must
be approved prior to use and in writing by a registered principal. (See "Ask the Analyst About Electronic
Communications," NASD Regulatory & Compliance Alert, April 1996.)

19  NASD views E-faxes sent to 25 or more prospective retail customers within a 30 calendar-day period
to be sales literature under NASD Rule 2210, and they must be approved prior to use and in writing by
a registered principal. NASD also requires principal pre-use approval for E-faxes sent to 25 or more
existing retail customers within any 30 calendar-day period that make any financial or investment
recommendation or otherwise promote a product or service of the member. See NASD Notice to
Members 06-45 (August 2006).

20  See NYSE Information Memo 91-22 (June 28, 1991) and NASD Notice to Members 91-45 (June 1991)
(Joint NASD/NYSE Memo on Chinese Wall Policies and Procedures).

21  See, e.g., NASD Rules 3010(d)(1), 2210, and 2211 and NYSE Rules 342(b)(2) and 472.
22  Cf. NASD Notice to Members 99-03 (January 1999) (allowing unregistered persons who have received

sufficient training to review written, non-electronic correspondence).
23  See NYSE Rules 342(b) and 342.13 and NASD Rule 3010.
24  See proposed NYSE Rule 340 (Outsourcing: Due Diligence in the Use of Service Providers) at SR-

NYSE-2005-22 and NASD Notice to Members 05-48 (July 2005) (Members' Responsibilities When
Outsourcing Activities to Third-Party Service Providers).

25  See NYSE Information Memo No. 98-3 (January 16, 1998).
26  See, e.g., NASD Rules 3010(d)(1), 2210 and 2211and NYSE Rules 342.16, 342.17, and 472.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 07-53

Click to open document in a browser

June 13, 2007

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: EXPIRATION FRIDAY - JUNE 15, 2007

IMPORTANT - SHOW THIS TO YOUR COMPLIANCE OFFICER

June 15, 2007 will be a quarterly Expiration Friday for stock and index options and stock and index futures
products whose settlement pricing is based upon Exchange opening or closing prices on that day.

This Information Memorandum is being distributed to remind members and member organizations of certain
rules and policies of the Exchange with respect to market-on-close/limiton-close (“MOC/LOC”) order entry
and imbalance publication procedures.

S&P and Russell Indexes Rebalance

On June 15, 2007, S&P will again effect a quarterly share rebalancing of the S&P 500, the S&P MidCap
400 and S&P SmallCap 600 indices. Details concerning these events will be posted on S&P's website
(www.standardandpoors.com).

Prior to the opening on both June 15 and June 22, 2007, the Russell Indexes will publish a preliminary list of
additions and deletions to the Russell 3000® and Russell Microcaptrade; indexes. The newly reconstituted
Russell Indexes will take effect after the close of U.S. equity markets on June 22, 2007. As a result, members
and member firms should be aware that during the trading day on both June 15 and June 22, 2007, trading
associated with portfolio rebalancing by public customers will be initiated as a result of the announced
preliminary list of additions and deletions to the Russell Indexes on those dates.

Market-On-Close/Limit-On-Close Order Entry Procedures

In light of the increase automation and automatic execution of the new Hybrid Market, NYSE Regulation
is advising members and member organizations to carefully review their procedures for handling orders
in connection with the Russell rebalance. NYSE Regulation expects members and member organizations
to review their practices for handling orders at or near the Close, particularly with respect to any orders
where there is an on-close or other price guarantee for those securities that are part of the rebalance. In this
regard, firms should review their policies and procedures as well as their supervisory systems with respect to
handling orders at or near the close. This is true for both orders that are handled manually as well as those
orders that are handled systemically, such as orders that are handled by a computer algorithm.

Members and member organizations are reminded that they must ensure that they have a robust compliance
program that includes adequate supervisory policies and procedures to monitor for compliance with NYSE
Rule 123C and the guidance contained in this Information Memo, that are adequate to ensure that all
procedures related to MOC and LOC orders are appropriately followed, and are adequate to detect and deter
any actions that may violate NYSE or SEC rules. Members and member organizations must also ensure that
their activity does not have the effect of artificially impacting the closing price. In this connection, members,
member organizations and compliance staff should be mindful of the guidance issued in Information Memo
05-52 regarding VWAP trading at or near the Close, which addresses their responsibilities for ensuring that
trading strategies engaged in to facilitate or hedge VWAP orders have an economic basis and do not have
the effect of marking the Close or marking the value of a position.
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MOC and LOC orders should be entered with the specialist as early in the day as possible. This will provide
an opportunity for specialists to better identify potential order imbalances that might exist at the Close, and
to disseminate that information. This will enable brokers and traders to more effectively contact potential
offsetting interest that could mitigate any imbalance.

Index arbitrageurs are reminded that MOC/LOC orders relating to expiring derivative instruments whose
settlement pricing is based upon NYSE closing prices may not be entered after 3:40 p.m., even if such orders
might offset MOC imbalances published on the tape after 3:40 p.m.

Members and member organizations are also reminded of the guidance contained in Member Education
Bulletin 2006-9, dated June 6, 2006, which describes orders entered at or near the Close via e-Quotes or by
verbally announced interest. Accordingly, specialists must take into account both brokers' verbal interest as
well as e-Quoted interest when formulating the Close. During the Close, brokers' verbal interest is included
with market orders and MOC interest, while e-Quoted interest is on parity with limit orders.

Market-On-Close/Limit-On-Close Imbalance Publication Procedures

a. Informational MOC imbalance publications between 3:00 p.m. and 3:40 p.m.

In view of possible greater than normal volume on June 15, 2007, specialists should disseminate MOC
imbalances as early as possible. Between 3:00 p.m. and 3:40 p.m., specialists are encouraged to publish
informational MOC imbalances of any size that could cause significant price dislocation at the Close.
These publications are informational only and do not limit MOC/LOC order entry or cancellation before 3:40
p.m. Specialists who are publishing informational imbalances must obtain Floor Official approval prior to
publication.

Specialist members and member organizations are also reminded that Rule 123C requires that informational
imbalances published between 3:00 p.m. and 3:40 p.m. must be updated as soon as practicable after 3:40
p.m.

b. Required MOC imbalance publications at 3:40 p.m. and 3:50 p.m.

As soon as practicable after 3:40 p.m., the specialist must publish any imbalance of 50,000 shares or more,
regardless of whether an informational imbalance was published. In addition, any specialist who published an
informational imbalance of any size must publish an update, indicating either the current imbalance or a “no
imbalance” situation as soon as practicable after 3:40 p.m.

In situations where the specialist did not publish an imbalance or a “no imbalance” notification at 3:40 p.m.,
but an order imbalance occurred after 3:40 p.m., the specialist may publish such imbalance at 3:50 p.m. in a
manner consistent with the requirements set forth in Rule 123C and this memorandum.

As soon as practicable after 3:50 p.m., specialists must update imbalances published at 3:40 p.m. or
indicate “no imbalance”. If the specialist reported “no imbalance” at 3:40 p.m., the specialist must publish any
significant imbalance or any imbalance of 50,000 shares or more as soon as practicable after 3:50 p.m.

c. Recommended MOC imbalance publications

Notwithstanding the size requirement in Rule 123C, specialists are also encouraged to publish MOC
imbalances of fewer than 50,000 shares that could cause significant price dislocation at the Close. If
specialists publish such imbalance information at either 3:40 p.m. or 3:50 p.m., they are expected to obtain
Floor Official approval prior to publication if possible.

Adequacy of operations and supervisory staff

All members and member organizations, including specialists, should ensure that both operational and
supervisory staffing are sufficient to monitor and process all orders, regardless of the form in which they
are received, as well as to handle the increased workload. All members and member organizations firms
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should also review their systems to assure that they have adequate capacity to handle the expected increase
in volume. For example, specialist firms should review their algorithms/API to assure that they meet their
obligations to maintain a fair and orderly market. Specialists should seek the advice of a Floor Official for
unusual situations as early as possible.

Expiration Day Opening Imbalance Publication

Members are reminded that the regular pre-opening procedures will apply on June 15 with respect to price
indications in situations where the opening price would be affected by an imbalance of buy and sell orders,
both market and limit orders, in a security. These procedures, as set forth in Rule 123D (“Openings and Halts
in Trading”), provide for ample notification to the marketplace of imbalance information through multiple price
indications if necessary, under the supervision of a Floor Official.

In addition, pursuant to the Regulation NMS Linkage Plan, specialists are required to give preopening price
notifications if the opening price of a stock is anticipated to be more than .10 of a point from a composite last
sale under $15 or more than .25 of a point from a composite last sale of $15 or higher. For more information
on the dissemination of pre-opening price information, members should consult Information Memo 06-70
(“Implementation of the NMS Linkage Plan - NYSE Rules 15 and 15A”), dated September 29, 2006.

Due Diligence Requirements and Compliance Procedures

Consistent with the requirements of Exchange Rule 405, before any at-the-Close order is transmitted to the
Floor, the member or member organization accepting the order must exercise due diligence to learn the
essential facts relative to the order, including the purpose and propriety of the at-the-close instruction. In
addition, an imbalance of orders at or near the Close, caused in part by the entry of such orders, could lead to
trading being halted in the security and such orders not receiving an execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep
in mind the requirements of Exchange Rule 97 regarding member trading. Firms should review procedures
utilized in connection with orders to be executed at or near the Close with their traders and other order entry
personnel. Firms should also review systemic order entry functions (e.g., algorithms or “smart servers”) for
compliance with the provisions of this Information Memorandum. Firms should also review the provisions of
Information Memo No. 95-28 (July 10, 1995) (see Attachment A), which discussed trading near the Close and
trading activity that would constitute violations of Exchange Rules as well as federal securities laws.

In that connection, firms are reminded that where a firm has committed to purchase from (sell to) a customer
an order at a price that is derived from the closing price (e.g., VWAP and MOC orders), reserving a significant
position of its hedging or covering transaction to be executed at or near the Close, it must operate with
substantial care. If the transaction is completed in a manner that does not effectively place the firm at market
risk or if the transaction does not provide an opportunity for possible contra side interest to develop and/or
react to the activity, it would raise manipulative concerns and would operate as conduct inconsistent with just
and equitable principles of trade. This could occur if a firm's trader or firm's “smart server” entered a single or
multiple orders into the market at or near the Close. Members and member firms should consult Information
Memo 05-52, Member Obligations in Connection With Volume Weighted Average Price Transactions, dated
August 1, 2005, for further guidance.

In addition, members and member organizations should review other applicable SEC and New York Stock
Exchange regulations, such as Section 9(a)(2) of the Securities Exchange Act and Rules 10a-1, 10b-5, as
well as the margin and capital rules. Firms must ensure that they have adequate policies and procedures in
place to detect, deter, and prevent such potentially violative conduct.

Questions concerning this memorandum may be addressed to the following persons or areas in the Market
Surveillance Division:
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Rohan Prashad, Director, Market Surveillance, at (212) 656-6772, Patrick Giraldi, Director, Market
Surveillance, at (212) 656-6804, John Saxton, Director, Market Surveillance, at (212) 656-2324, or
Jerome Reda, Director, Market Surveillance, at (212) 656-5354

Questions may also be directed to OFSU via the White Phone or in person at their booth in the EBR.
Questions that are not time sensitive may also be submitted to Ask Market Surveillance. (For information
about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3, which was issued on
January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Attachments

Information Memo

Market Surveillance

New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

NYSE

Number 95-28

July 10, 1995

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Positioning to Facilitate Customer Orders

The purpose of this memorandum is to present the Exchange's view of various trading strategies employed
by member organizations to facilitate customer stock or program orders. Although it is not possible to provide
an all-inclusive discussion of these strategies, the Exchange believes it is important to describe the kind of
activity which would be inconsistent with just and equitable principles of trade.

A member organization “A” commits to sell (buy) securities after the close to (from) a customer at the closing
price on the Exchange. To position itself to facilitate this transaction, “A” buys (sells) the stock(s) throughout
the day in a proprietary account, assuming the risk of the market. In order to reduce the risk of the proprietary
position it is assuming during the day, “A” leaves a portion of the position to be executed at the close. If
the size of the transaction(s) “A” intends to execute at the close can reasonably be expected to impact the
closing price(s), “A” should not buy (sell) any stock related to that position near the close. (“:A” would not be
precluded from entering proprietary market-on-close orders for execution in the closing transaction, if “A”
is not representing any proprietary orders near the closing transaction). What constitutes “near the close”
depends upon the degree of risk which can reasonably be attributed to the position established by that trade
versus the reasonably anticipated impact the trade at the close will have on the closing price. While each
situation may be unique, depending upon the size of the transaction and the liquidity of the stock, generally
traded executed after 3:40 p.m. would be considered “near the close.” Engaging in such transactions for
the firm's proprietary account would be conducted inconsistent with just and equitable principles of trade.
However, “A” would not be precluded from executing the customer's order on an agency basis at any time,
including at or near the close. It should be recognized, however, that this does not preclude the Exchange
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from determining that such activity may be a violation of the anti-manipulative provisions of the Securities
Exchange Act of 1934 or Exchange rules.

Similarly, intra-day, it would be conduct inconsistent with just and equitable principles of trade for a member
organization to effect any transactions in a stock while knowing of the imminent execution of a block, in order
to subsequently liquidate the position by (over) participating on the contra-side of the block transaction. For
example, if “A” knows a block will be bought one-quarter of a point up from the current market, “A” should not
buy stock to subsequently sell into the block transaction at the higher price.

In addition, it would be conduct inconsistent with just and equitable principles of trade for any person to
disclose to any other person trading strategies or customers' orders for the purpose of that person taking
advantage of the information for personal benefit or for the benefit of the member organization. This does not,
however, preclude a member organization from soliciting interest to trade with the contra side of a block in the
normal course of engaging in block facilitation activities.

Member organizations are required to establish and maintain procedures reasonably designed to review
facilitation activities for compliance with Exchange rules and federal securities laws. Member organizations
must ensure that trading strategies engaged in by their proprietary traders to facilitate customers' orders
have an economic basis and are not engaged in to mark the closing price or to mark the value of a position.
In addition, before any at-the-close customer order is transmitted to the Floor, the member organization
accepting the order must exercise due diligence to learn the essential facts relative to the order, including
the purpose and propriety of the at-the-close instructions, particularly when it has knowledge of other orders
executed for the customer's account during the day.

Questions regarding the above may be directed to Agnes Gautier at (212) 656-4608.

___________________________

Robert J. McSweeney

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 07-52

Click to open document in a browser

June 11, 2007

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: PROGRAM TRADING UNDER RULE 80A

I. Purpose of the Memo

The purpose of this Information Memo is (1) to notify members and member organizations that, in response
to the evolution of Program Trading activities in the marketplace, the Exchange has amended NYSE Rule
80A.40 to update the definition of Program Trading; (2) to clarify what is considered to be a coordinated
strategy under the definition, including educating members and member organizations how to determine
which computer-driven mechanisms and strategies, such as algorithmic trading and statistical arbitrage, may
constitute Program Trading and therefore must be reported to the Exchange; and (3) to advise members and
member organizations of new trade reporting obligations for Program Trading, which must be implemented no
later than September 30, 2007.

II. Background

Until the recent amendment, NYSE Rule 80A.40(b) defined Program Trading as either:

(A) index arbitrage or (B) any trading strategy involving the related purchase or sale of a “basket” or
group of 15 or more stocks having a total market value of $1 million or more. Program trading includes
the purchases or sales of stocks that are part of a coordinated trading strategy, even if the purchases
or sales are neither entered or executed contemporaneously, nor part of a trading strategy involving
options or futures contracts on an index stock group, or options on any such futures contracts, or
otherwise relating to a stock market index.

Information Memorandum 03-9, dated March 17, 2003, states in pertinent part that:

Program trading, as defined in Exchange Rule 80A, is the execution of any strategy involving the
related purchase or sale of a group of 15 or more stocks having a total market value of $1 million or
more, or any index arbitrage or other strategy subject to Rule 80A, regardless of dollar value or number
of stocks.

Program trading includes the purchase or sale of stocks that are part of a coordinated trading strategy,
whether or not the purchase or sale is entered or executed contemporaneously, or part of a trading
strategy involving options or futures contracts on an index stock group, or options on any such futures
contracts, or otherwise relating to a stock market index.

Any strategy that entails the use of an algorithm or filter that selects stocks for purchase or sale based
on a set of predetermined variables is considered a “coordinated strategy” for the purpose of program
trade reporting. Trading strategies do not have to be computer driven to be considered program
trading, if other characteristics of a program are present.

Due to the monumental changes in the market as it relates to Program Trading, including advancements in
the use of computer-driven trading strategies, the Exchange is redefining what constitutes a program and is
clarifying what computer-driven activities would constitute Program Trading and therefore must be reported to
the Exchange.
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In conjunction with this, the Exchange is redefining two of the current Program Trading related audit trail
account type indicators and is eliminating the requirement of firms to submit Daily Program Trading Reports
(“the DPTR”).

III. Amended Definition of a Program

Under Rule 80A.40(b), the definition of a program has been changed to eliminate a predetermined
minimum dollar value from the definition of a program. The amended definition states as follows:

“Program trading” means either (A) index arbitrage or (B) any trading strategy involving the related
purchase or sale of a “basket” or group of 15 or more stocks, provided, however, that the purchases
or sales of stocks are part of a coordinated trading strategy, even if the purchases or sales are neither
entered or executed contemporaneously, nor part of a trading strategy involving options or futures
contracts on an index stock group, or options on any such futures contracts, or otherwise relating to a
stock market index.

IV. Parameters for Determining Whether a Computer- Driven Activity is Reportable as
Program Trading

The key component in determining whether the purchase/sale of 15 or more stocks is a program pursuant to
Rule 80A is whether the trading strategy is “coordinated.” In light of the newer and more sophisticated trading
methodologies many traders now use, including but not limited to, Algorithmic Trading (AT), and the trading
strategies that typically utilize an AT mechanism, e.g., Statistical Arbitrage (StatArb), it is necessary to provide
additional clarification on the scope of a coordinated strategy for the purposes of Rule 80A.

For purposes of this Information Memo, AT is an execution resulting from an order generated by a broker-
operated or customer-operated computer program whereby the decision as to the timing, pricing, quantity or
marketplace selection of such order is made by such program and without the necessity of continued human
intervention. The Exchange recognizes, however, that not all computer-driven trading strategies constitute
Program Trading. For example, if it otherwise lacks the other definitional characteristics of Program Trading,
AT, StatArb, or any other computer-driven (“CD”) trading strategy does not need to be classified or reported
as “Program Trading” simply because the strategy is executed through a computer model or “black box.”

In order to be considered part of a coordinated strategy (and, thus, defined as Program Trading), one or
more of the factors noted below should be present. Any given “program” may exhibit multiple facets of these
elements. The purpose here is to provide additional guidance as to factors that firms and traders should
consider in determining whether trading in 15 or more securities should be classified as a program. The
determination as to whether the trading is a “program” is primarily based on the investment objective of the
trading, as well as the linkage/dependency between and among trades in different securities, as they relate to
the investment objective.

Any execution of 15 or more stocks that is entered as part of a single investment strategy (including
liquidation, rebalancing, or realignment of a basket/portfolio) with the intention to execute all or
most of the stocks is considered a “coordinated strategy.” The following are some examples of
“coordinated strategies”:

○ Any purchase or sale of 15 or more stocks that is coordinated pursuant to broader
investment strategies such as economic, financial or fundamental characteristics (such
as a particular industry, sector or index) or market activity, and the execution of the
securities within the portfolio is linked, as opposed to being merely coincidental single
stock decisions.
○ Any portfolio or basket strategy of 15 or more stocks wherein the decision whether to
trade each stock may be dependent upon price related variables for that stock or other
securities within the portfolio or basket.
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Index arbitrage
As noted above, not all CD trading should be defined as Program Trading. The following are
examples of CD trading strategies that would not be defined as Program Trading per se under the
rule, unless such strategies otherwise met the definition of a Program Trade:

○ Portfolio Volume Weighted Average Price (“VWAP”) transactions that attempt to provide
a client with an average price for the purchase or sale of stocks. For VWAP trading to
constitute Program Trading, the trading must involve a portfolio or basket of 15 or more
stocks as part a coordinated trading strategy.
○ Pairs trading, in which stocks are put into pairs by fundamental or market-based
similarities and traded versus each other. For pairs trading to fall within the Program
Trading definition, the engine or algorithm used for execution of the selected pairs
must consist of a group of related stocks that would be defined as a program (e.g., an
automotive “pairs” engine that typically trades more than 15 different automotive stocks).

Also, as noted above, the definition of Program Trading in Rule 80A includes any AT, StatArb, or CD strategy
that attempts to capture identified mispricings between an S&P 500 component security and its related future
as one of the filters for buying or selling such stock. Such a strategy, regardless of the number of stocks
involved, is a program.

V. New Program Trade Reporting Obligations

In order to effectively surveil the market, it is imperative that the Exchange have adequate information
regarding the Program Trading activities of its member organizations. To that end, firms have been submitting
DPTRs. In order to streamline the reporting process, the Exchange is redefining two of the existing eight
Program Trading related audit trail account types (J, K) that firms must use and is eliminating the requirement
of the submission of the DPTR . Firms may start to use the new account type indicators immediately,
and must be in compliance by September 30, 2007, when the DPTR reporting obligations will cease.

Firms must continue to maintain all relevant trading data related to Program Trading activities pursuant to
relevant rules and Information Memoranda and must make such data available to the Exchange on an “as
requested” basis. Although the data need not be retained in the existing DPTR format, the same data that is
currently required to be submitted on the DPTR must be maintained in such a manner that, upon request, can
be readily constructed and submitted to the Exchange within a reasonable time frame and if necessary, by no
later than trade date plus two (T+2) as is the current obligation. Upon request, the reports must be submitted
in the current Exchange prescribed format, or alternately, as an EXCEL formatted file.

The existing requirement that all firms must affirm and update the identity of all Futures Commission
Merchants (FCMs) used to execute agency and proprietary index futures remains in effect. Firms are
reminded that they are required to confirm this information via the Electronic Filing Platform at a minimum of
twice yearly (firms must report on the last trading day in June and last trading day in December and should
report on additional days as changes to this information occur). Written notification or changes must be sent
by the member organization to the appropriate personnel in the Division of Market Surveillance, as identified
below.

Member organizations are reminded that they must maintain appropriate records to demonstrate compliance
with all applicable books and records requirements in regard to Program Trading activity.

For the purposes of this Section, the AT designation denotes Program Trading activity resulting from an
order generated by a firm-operated or customer-operated computer program whereby the trading decision
as to either the timing, pricing, quantity or marketplace selection of such order is made by such program and
without the necessity of continued human intervention.

For further clarity, AT is a subset of Program Trading as defined in Rule 80A; thus all program trades must
be defined as algorithmic or non-algorithmic. Index arbitrage trades, which are separately defined, must
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be reported as such regardless of whether they are operated by computer algorithms or manual human
intervention.

The Program Trading audit trail account type indicators are as follows:

C- Proprietary, Non-Algorithmic Program Trade

D- Proprietary, Index Arbitrage

J- Proprietary, Algorithmic Program Trading (New Definition)

K- Agency, Algorithmic Program Trading (New Definition)

M- Agent for other Member, Index Arbitrage

N- Agent for other Member, Non-Algorithmic Program Trade

U- Agency, Index Arbitrage

Y- Agency, Non-Algorithmic Program Trade

Programs that were previously entered with an account type of “J” (prior definition of individual program trade
index arbitrage) should now be entered with an account type of “U” and those that had been entered with an
account type of “K” (prior definition of individual program trading non-index arbitrage) should be entered with
an account type of “Y. '

(Note: Firms should not use the index arbitrage account type indictors when they are executing an ETF
versus a stock trade, but rather should use the applicable non-index arbitrage account type indicator.)

VI. Crossing Session II

Crossing Session II (CS2) entry and execution systems are unaffected by the elimination of the DPTR
requirements. As outlined in Information Memorandum 05-44, dated June 29, 2005, the requirement on
member organizations to submit their CS2 Detail Report in a single transmission as part of their CS2
execution report remains in effect.

VII. Compliance with Rule 410B

As the DPTR is no longer being submitted, the requirements of Rule 410B apply to program trades in
listed securities that are not executed on the Exchange. The same information that is provided for all 410B
trading data is required to be submitted on Rule 410B reports. For more information on Rule 410B reporting
obligations, please see Information Memorandum #92-32.

VIII. Policies and Procedures; Supervision

Member organizations are reminded that they are required to have adequate policies and procedures
reasonably designed to ensure proper identification of activities that constitute Program Trading and
compliance with all reporting requirements of Program Trading activity as discussed in this and prior
Information Memos. Member organizations will also be required to have written supervisory procedures
reasonably designed to ensure that they properly identify activities that constitute Program Trading. Failure to
have an adequate supervisory system in place may result in disciplinary action.

IX. Staff Contact Information

Questions regarding this Information Memo should be directed to:

Judith A. Bryngil, Vice President, Market Surveillance, (212)656-3312 Clare Saperstein, Principal Rule
Counsel, Market Surveillance, (212)656-2355
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Questions that are not time sensitive may also be submitted to Ask Market Surveillance. (For information
about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3, which was issued on
January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 07-51

Click to open document in a browser

June 5, 2007

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, CHIEF COMPLIANCE OFFICER,
COMPLIANCE AND LEGAL DEPARTMENTS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: CO-CCO AND CO-COO DESIGNATIONS

The Securities Exchange Commission (“SEC”) has approved 1   changes to the Interpretation to Rule
311(b)(5), attached as Exhibit A, which will permit member organizations, in limited circumstances, to
apply for Exchange permission to designate more than one person as Chief Compliance Officer (“CCO”)
2   or Chief Operations Officer (“COO”) 3   and for such persons to allocate among themselves specific
regulatory responsibilities pursuant to a plan subject to Exchange approval. Under prior interpretations all
such designations required that the designees assume joint and several liability for all delegated regulatory
responsibilities. This change is effective immediately.

Background

On September 7, 2005, the SEC approved changes to Rule 311 (“Formation and Approval of Member

Organizations”). 4   In promulgating the 2005 changes to the Interpretation of Rule 311(b)(5)/05, the

Exchange explained: 5 

“The Exchange believes that co-designating principal executive officer titles (i.e., assigning to or
sharing of the same title by more than one person) is a potentially troublesome practice in that it
can lead to confusion as to which designee is ultimately responsible and accountable for assigned
functions. However, there may be instances where such arrangements are supported by valid business
reasons, such as when each co-designee has special expertise in critical areas within the purview
of the principal executive officer job description or co-principal executive officers have functional
responsibility for separate business lines. In light of such circumstances, the Exchange has permitted
the co-designation of certain principal executive officer titles at member organizations on a limited
basis. Accordingly, the amendments continue to permit such co-designations, but only pursuant to a
written request and subject to the prior written approval of the Exchange (see new Section /05).

Written requests to the Exchange must set forth the reason for the co-designation and explain how the
arrangement is structured. Further, since such co-designations raise issues regarding which person
has ultimate authority and accountability, the request must make clear that each co-designee has
joint and several responsibility for discharging the duties of the principal executive officer designation
and that no understanding or agreement purporting to apportion or limit such responsibility will be
recognized by the Exchange.”

The Exchange has determined that in situations where authority, by its nature, is indivisible, such as in the
cases of chief executive officers (“CEO”) and chief financial officers (“CFO”), the basis for this position is
unarguable. There may be, however, legitimate situations where other principal executive officers justifiably
exercise supervisory authority over discrete and naturally separate business functions, consistent with the
internal corporate structure of the particular member organization. As an example, a member organization
may wish to create a division of supervisory jurisdictions and responsibility between CCOs whereby one is
responsible for the member organization's retail brokerage activities and another deals with the member
organization's investment banking functions. While there are inevitable areas of overlap between the two,
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as where new offerings are readied for distribution by the retail sales force, and any proposed request for
recognition of the differing areas would need to address such overlap, the greater part of the two functions
are mutually exclusive, and lend themselves logically to separation, subject to the proviso that collectively, the
responsibility of such persons encompasses “every aspect of the business of such member organization.”

It can be seen that joint and several responsibility could expose one of the co-CCOs to regulatory sanctions
for actions in an area which he or she did not and could not reasonably supervise. This needs to be balanced
against the need to avoid the situation where each such officer attempts to disclaim responsibility for the
supervision of the area in question.

Amended Interpretation

Accordingly, the Interpretation has been amended to permit co-CCOs and co-COOs to allocate supervisory
responsibility in a fashion acceptable to the Exchange; as noted above, such allocation would not be
appropriate or permitted for co-CEOs and co-CFOs. Where a member organization seeks to divide regulatory
responsibility between more than one principal executive officer bearing the same or similar titles without
the assumption of joint and several responsibility, it must provide the Exchange with a plan acceptable
to the Exchange allocating specific responsibility and making unambiguous provisions, especially for the
supervision of areas where the separate functions interact. It should be clearly understood that joint and
several responsibility remains in effect for any area not specifically included in the plan approved by the
Exchange. In addition, because the CCO of a member organization has unique responsibilities under Rule
342.30 (“Annual Report”), the revised Interpretation also requires a written representation as part of the
approval process that the certification required by Rule 342.30(e) will further confirm the qualification of each
such co-CCO and that the responsibility of the co-CCOs encompasses every aspect of the business of the
member organization. Of necessity, each of the co-CCOs needs to meet with and advise the CEO as part of
the Rule 342.30 certification process.

Questions concerning this Information Memorandum may be directed to Gregory Taylor at (212) 656-2920.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Attachments

Exhibit A

Additions underlined.

Deletions [bracketed].

Rule 311 Formation and Approval of Member Organizations

(b)(5) Officers

./01 to /04 No changes.

/05 Co-Designation of Principal Executive Officers

The prior written approval of the Exchange is required to assign [two] more than one person[s] to
a single “principal executive officer” designation pursuant to Rule 311(b)(5). Member organizations
seeking approval for such co-designations must submit a written request to the Exchange that sets
forth the reason for the co-designation, explains how the arrangement is structured, and makes clear
that each co-designee has joint and several responsibility for discharging the duties of that principal
executive officer designation[;] . However, the Exchange may approve a specific plan identifying
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the business need and other justification for an arrangement which does not provide for joint and
several responsibility for principal executive officers other than the chief executive officer and chief
financial officer. Such a plan must identify the areas and functions subject to separate supervisory
responsibility and make specific provisions for the supervisory responsibility of functions, activities and
areas which can be reasonably be expected to overlap. [no understanding or agreement purporting
to apportion or limit such responsibility will be recognized by the Exchange.] In addition, in the case of
co-CCOs, the written approval request submitted in accordance with this Interpretation shall include a
representation to the Exchange, to the effect that the CEO's Annual Report and Certification required
by Rule 342.30(e) will further state, in addition to the fact that each such CCO has met the qualification
requirements set forth at 342.30(d)/01, that the collective authority, accountability, and responsibility of
such co-equal CCOs encompasses, without exception, every aspect of the business of such member
organization.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See SEC Release No. 34-55823 (May 29, 2007), 72 FR 30900 (June 4, 2007), (SR-NYSE-2007-10).
2  All present co-designations have involved two persons, and that may be the optimal number for such

sharing of responsibility. However, to assure maximum member organization operational flexibility, the
proposed interpretation does not limit the number to two, but would allow three co-designees where a
compelling case for such allocation is made.

3  Although to date only co-CCOs have chosen to seek separate status, it would not be unreasonable to
extend the same treatment to co-COOs where their duties are subject to rational separation.

4  See Release No. 34-52391 (September 7, 2005), 70 FR 54429 (September 14, 2005) (SR-
NYSE-2005-4).

5  Information Memo 05-69 (September 16, 2005).
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June 1, 2007

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Listing of HealthSharestrade; Exchange-Traded Fund (HHT)

The following HealthShares TM exchange-traded fund (“ETF”) will be listed and begin trading on the NYSE,
beginning Friday, June 1, 2007:

Symbol
HealthShares TM European Medical Products and Devices Exchange-Traded
Fund

HHT

This Information Memo reviews the various rules and policies applicable to trading in shares (“Shares”) of the
Fund.

Background Information on the Fund

HealthShares TM, Inc. is the investment company with respect to the underlying fund portfolios. The Fund
offers shares, known as HealthShares TM, which are not individually redeemable by the Fund but trade on the
NYSE in individual share lots. The Fund seeks to invest in a portfolio of securities that substantially replicates
a particular benchmark index— the HealthShares TM European Medical Products and Devices Index (the
“Underlying Index”). XShares Advisors LLC (the “Advisor”) serves as the investment adviser to the Fund.

According to the Fund's prospectus, the Underlying Index, like indexes underlying other HealthShares TM

Exchange-Traded Funds listed on the Exchange, seeks to measure and monitor the performance of publicly-
listed healthcare, life sciences and biotechnology companies. Each HealthShares TM Exchange-Traded
Fund focuses on a different healthcare, life sciences or biotechnology index. XShares Group LLC (“XShares
Group”), the parent of the Advisor, is the creator of each Underlying Index and has created each Underlying
Index using a patent-pending investment approach known as “Vertical Investing.” “Vertical Investing” seeks
to categorize companies within a particular healthcare, life sciences or biotechnology index by focusing on
each company's business activities with regard to the diagnosis of diseases, the developments of drugs,
treatments, therapies, delivery systems, and the development of enabling/research tools and technologies for
use in the healthcare, life sciences or biotechnology sectors.

According to the Fund's prospectus, the Fund employs a “passive management” investment strategy
designed to track the performance of the Underlying Index, which is an index of foreign common stocks
of healthcare, life sciences or biotechnology companies that have been identified as “European medical
products and devices” companies by the Index Administrator and therefore are included in the Underlying
Index. A European Medical Products and devices company is a company headquartered in Europe and
quoted on at least one European Stock Exchange and is involved in the research, development, manufacture,
distribution and commercialization of medical devices and/or products for the treatment or amelioration of
human disorders and diseases.

The Underlying Index will be administered by Standard & Poor's, the Index Administrator, which will employ
the Index Methodology to determine the composition of each Underlying Index. BNY Investment Advisors
acts as the investment sub-adviser to the Funds and will be responsible for the day-to day management of
the Fund's portfolio, which involves principally reconfiguring the portfolio of the Fund, typically quarterly, to
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reflect any reconfiguration in the Underlying Index by the Index Administrator. The Underlying Index may
include both U.S. and foreign companies.

For the Underlying Index, the Index Administrator will employ the Index Methodology for the Underlying Index
to identify the companies that satisfy specified criteria. The Index Methodology is publicly available on the
Fund's website at www.healthsharesinc.com. Any change to the Index Methodology will be posted on the
Fund's website at least 60 days prior to its being implemented.

Shares of the Fund will be issued on a continuous offering basis in groups of Shares, or multiples thereof.
These “groups” of shares are called “Creation Unit Aggregations.” The Fund will issue and redeem Shares
only in Creation Unit Aggregations of 100,000 Shares.

All orders to purchase Shares in Creation Unit Aggregations must be placed through an Authorized
Participant. An Authorized Participant must be either a “Participating Party”, i.e., a broker-dealer or other
participant in the clearing process through the National Securities Clearing Corporation Continuous
Net Settlement System (the “Clearing Process”), a clearing agency that is registered with the SEC, or a
Depository Trust Company participant, and in each case, must enter into a Participant Agreement. The Funds
impose a transaction fee in connection with the issuance and redemption of Shares to offset transfer and
other transaction costs.

The NAV for the Fund will be calculated and disseminated daily. The Fund's NAV will be calculated
by BNY Investment Advisors. The Fund's NAV will be published in a number of places, including
www.healthsharesinc.com, and on the Consolidated Tape. In addition, at least every 15 seconds during
Exchange trading hours, the Intraday Indicative Value per HealthShare TM will be disseminated.

For a more complete description of the Fund and the Underlying Index, visit www.healthsharesinc.com.

Principal Risks

Interested persons are referred to discussion in the Fund's prospectus of principal risks of an investment
in the Fund. These include tracking error risk (factors causing a Fund's performance to not match the
performance of the underlying index), market trading risk (for example, trading halts, trading above or below
net asset value), stock market risk, investment style risk, index sampling risk, non-diversification risk, sector
risk, foreign securities risk, and derivatives risk.

Hours of Trading

Trading in Shares of the Fund will be 9:30 a.m. until 4:15 p.m.

Exchange Rules Applicable to the Trading of ETFs

The rules applicable to ETFs are applicable to the Fund since the Fund falls within the definition of an
Investment Company Unit, as provided in Paragraph 703.16 of the Listed Company Manual and NYSE Rule
1100.

Application of Certain NYSE Rules to ETFs

Rule 104 - NYSE Rules 104.20 and 104.21 establish a capital requirement for specialists of $500,000
per ETF. A specialist unit registered only in an ETF would be subject to the $1,000,000 minimum capital
requirement of Rule 104.20.

In addition, Rule 104 governs specialist market making in ETFs. In particular, the rule permits specialists
to engage in “parity” transactions on direct destabilizing ticks without obtaining Floor Official approval. A
“parity” transaction in an ETF would be a trade to bring the security into line with the value of the securities
comprising the ETF, or the value of a futures contract on the index on which the ETF is based.
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Rule 13 - NYSE Rule 13.30 provides that stop and stop limit orders in an Investment Company Unit shall be
elected by a quotation, but specifies that if the electing bid on an offer is more than 0.10 point away from the
last sale and is for the specialist's dealer account, prior Floor Official approval is required for the election to be
effective. This rule applies to Investment Company Units generally.

Rule 36.30 - NYSE Rule 36.30 governs the establishment of telephone or electronic communications
between the NYSE's trading floor and any other location. Rule 36 provides that a specialist registered in an
ETF may use a telephone or order entry terminal to enter an order in the ETF itself, in a component security
of the ETF, or in an options or futures contract related to the ETF. In addition, the specialist may use a post
telephone to obtain market information with respect to such ETFs, options, futures, or component securities.
The text of Rule 36 makes clear that if an order in a component security of such ETF is to be executed on the
NYSE, the order must be entered in compliance with NYSE Rule 112(c) and SEC Rule 11a2-2(T) (described
below), and must be entered only for the purpose of hedging a position in the ETF.

The specialist may not use the post wire to call a specialist on the NYSE registered in a component stock
of the ETF to enter an order, nor may the specialist use a SuperDOT terminal to send an order directly via
SuperDOT to another specialist. The specialist registered in an ETF is not registered in the component
stocks, and therefore is not permitted to initiate an “on Floor” order in such a stock.

NYSE members, including specialists, are permitted to enter an “off-Floor” order. NYSE Rule 112(c) codifies
the principle that a member may use a “communication facility” on the Floor of the NYSE to call an off-Floor
location and enter a proprietary order. The order is deemed to be an “off-Floor” order (i.e., not an order
initiated on the Floor, referred to as an “on Floor” order), provided the order is routed through a clearing firm's
order room off the Floor, and is transmitted to the Floor for execution by an unaffiliated member. This latter
provision is consistent with SEC Rule 11a2-2(T), which permits executions of off-floor member proprietary
orders by unaffiliated members. These rules do not impose restrictions on the types of orders which may
be executed pursuant to the exemptive relief provided. Under Rule 36.30, any orders in a component stock
of an ETF entered for execution on the NYSE from the specialist's post, either by telephone or by means
of a SuperDOT terminal, would have to be routed through a clearing firm's order room off the Floor and
transmitted back to the Floor for execution without the specialist in the ETF interacting with the order or
participating in the execution in any way.

Rule 123C - Market-on-Close/ Limit-At-The-Close Orders - Orders in ETFs are not subject to the NYSE's Rule
123C Market-On-Close (“MOC”)/ Limit-at-the-Close (“LOC”) procedures concerning order entry limitations,
cancellation of orders during a regulatory halt, imbalance publications, and any other limitations or procedures
with respect to MOC/LOC procedures. A MOC/LOC order in an ETF can be entered at any time without
regard to the limitations of Rule 123C. In addition, the closing price of an ETF will not be subject to publication
of imbalances under Rule 123C.

Rule 123D- Pre-Opening Price Indications Policy - Similarly, the NYSE's policies regarding mandatory
dissemination of pre-opening price indications (other than ITS pre-opening notifications) in the case of
significant order imbalances and potentially large price dislocation from the prior close do not apply to ETFs.

Both the MOC/LOC procedures and the mandatory pre-opening price indications policy are intended to
solicit offsetting contra side interest to minimize price dislocation. This rationale does not apply in the case of
ETFs, which are derivatively priced in relation to, among other things, the values of the underlying component
securities, regardless of the extent of an order imbalance.

Rule 105(m) - NYSE Rule 105(m), which prohibits affiliates of specialist units from acting as a primary
market maker in the option on a specialty security, permits such activity with respect to options on a Fund
for affiliates of specialists that have Rule 98 approved procedures in place. The Exchange believes that, as
ETFs are derivatively priced, the conflicts of interest with respect to market making in both the underlying
security and its corresponding option are minimized in this case. The Exchange will also permit a NYSE Rule
98 affiliate of the ETF specialist to act in a market making capacity (but not as a specialist) in the ETF itself on
another market center.
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Rule 98 - NYSE Rule 98 provides that affiliates of a specialist organization can receive an exemption from
certain rules applicable to specialists (principally impacting proprietary trading and investment banking),
provided they establish a system of information barriers between themselves and the affiliated specialist. One
of the conditions for the Rule 98 exemption is that the specialist organization be capitalized separate and
apart from any affiliate. The Exchange has deleted this requirement in the case of a specialist organization
that is registered only in ETFs. The Exchange believes that the separate capitalization requirement is not
required in such case, and that the question of adequacy of capital can be appropriately addressed by the
special allocation committee which will allocate the ETF. However, a specialist organization that is registered
only in ETFs will remain subject to the minimum capital requirements specified in Rule 104.20.

Exemptive, Interpretive and No-Action Relief Under Federal Securities Regulations and NYSE Rules

The Securities and Exchange Commission (“SEC”) has issued exemptive, interpretive and no-action relief
from certain provisions of and rules under the Act applicable to trading in the above-mentioned Fund. In
addition, the SEC has approved an NYSE interpretive position with respect to the NYSE's short sale rule.
Members and member organizations are referred to the SEC Letter dated October 24, 2006 from James
Brigagliano, Associate Director, SEC Division of Market Regulation, to Stuart M. Strauss, Clifford, Chance
(Class Action Relief for Exchange Traded Index Funds). A description of the SEC's exemptive relief follows;
however, in the event of any discrepancy between this description and the SEC Letter, the text of the SEC
Letter controls.

Short Sale Rules - Transactions in ETFs will not be subject to “tick” requirements of the short sale rule of the
Commission (Rule 10a-1) or the Exchange (Rule 440B). Short orders must be marked SHORT or SHORT
EXEMPT. (See paragraph below regarding Rule 200(g) of Regulation SHO.)

Rule 200(g) of Regulation SHO - The SEC Division of Market Regulation has stated that the Division will
not recommend enforcement action under Rule 200(g) of Regulation SHO if a broker-dealer marks “short”
rather than “short exempt” a short sale effected in the Fund pursuant to the exemptions from the price test of
Rule 10a-1 that have been granted, subject to specified conditions, including that a broker-dealer executing
exempt short sales will mark such sales as “short” and in no event will such sales be marked “long”. (See
letter from James A. Brigagliano, Assistant Director, Division of Market Regulation, SEC, to Ira Hammerman,
Senior Vice President and General Counsel, Securities Industry Association, dated January 3, 2005.)

Regulation M Exemptions - Generally, Rules 101 and 102 of Regulation M prohibit any “distribution
participant” and its “affiliated purchasers” from bidding for, purchasing, or attempting to induce any person
to bid for or purchase any security which is the subject of a distribution until after the applicable restricted
period, except as specifically permitted in Regulation M. The provisions of the Rules apply to underwriters,
prospective underwriters, brokers, dealers, and other persons who have agreed to participate or are
participating in a distribution of securities.

The SEC has granted an exemption from Rule 101 under Regulation M to permit persons participating
in a distribution of shares of the above-mentioned Fund to engage in secondary market transactions in
such shares during their participation in such a distribution. In addition, the SEC has granted relief under
Regulation M to permit persons who may be deemed to be participating in the distribution of shares of the
above-mentioned Fund (i) to purchase securities for the purpose of purchasing Creation Unit Aggregations of
Fund shares and to (ii) tender securities for redemption in Creation Unit Aggregations. Further, the SEC has
clarified that the tender of Fund shares to the Fund for redemption does not constitute a bid for or purchase
of the Fund's securities during the restricted period of Rule 101. The SEC has also granted an exemption
pursuant to paragraph (e) of Rule 102 under Regulation M to allow the redemption of Fund shares in Creation
Unit Aggregations during the continuous offering of shares.

Customer Confirmations for Creation or Redemption of Fund Shares (SEC Rule 10b-10) - Broker-dealers
who handle purchases or redemptions of Fund shares in Creation Unit size for customers will be permitted to
provide such customers with a statement of the number of Creation Unit Aggregations created or redeemed
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without providing a statement of the identity, number and price of shares of the individual securities tendered
to the Fund for purposes of purchasing Creation Unit Aggregations (“Deposit Securities”) or the identity,
number and price of shares to be delivered by the Trust to the redeeming holder (“Redemption Securities”).
The composition of the securities required to be tendered to the Fund for creation purposes and of the
securities to be delivered on redemption will be disseminated each business day and will be applicable to
requests for creations or redemption, as the case may be, on that day. This exemptive relief under Rule
10b-10 with respect to creations and redemptions is subject to the following conditions:

(1) Confirmations to customers engaging in creations or redemptions must state that all information
required by Rule 10b-10 will be provided upon request;

(2) Any such request by a customer for information required by Rule 10b-10 will be filed in a timely
manner, in accordance with Rule 10b-10(c);

(3) Except for the identity, number and price of shares of the component securities of the Deposit
Securities and Redemption Securities, as described above, confirmations to customers must disclose
all other information required by Rule 10b-10(a).

SEC Rule 14e-5 - An exemption from Rule 14e-5 has been granted to permit any person acting as a dealer-
manager of a tender offer for a component security of the Fund to (1) redeem Fund shares in Creation Unit
Aggregations from the issuer that may include a security subject to such tender offer and (2) to purchase
Fund shares during such tender offer. In addition, a no-action position has been taken under Rule 14e-5 if a
broker-dealer acting as a dealer-manager of a tender offer for a security of the Fund purchases or arranges
to purchase such securities in the secondary market for the purpose of tendering such securities to purchase
one or more Creation Unit Aggregations of shares, if made in conformance with the following:

(i) such bids or purchases are effected in the ordinary course of business, in connection with a basket
of 20 or more securities in which any security that is the subject of a distribution, or any reference
security, does not comprise more than 5% of the value of the basket purchased; or

(ii) purchases are effected as adjustments to such basket in the ordinary course of business as a result
of a change in the composition of the underlying index; and

(iii) such bids or purchases are not effected for the purpose of facilitating such tender offer.

Section 11(d)(1); SEC Rules 11d1-1 and 11d1-2 - Section 11(d)(1) of the Act generally prohibits a person
who is both a broker and a dealer from effecting any transaction in which the broker-dealer extends credit
to a customer on any security which was part of a new issue in the distribution of which he participated as
a member of a selling syndicate or group within thirty days prior to such transaction. The SEC has clarified
that Section 11(d)(1) does not apply to broker-dealers that are not Authorized Participants (and, therefore, do
not create Creation Unit Aggregations) that engage in both proprietary and customer transactions in shares
of the Fund in the secondary market, and for broker-dealer Authorized Participants that engage in creations
of Creation Unit Aggregations. This relief is subject to specific conditions, including the condition that such
broker-dealer (whether or not an Authorized Participant) does not, directly or indirectly, receive from the fund
complex any payment, compensation or other economic incentive to promote or sell the shares of the ETF to
persons outside the fund complex, other than non-cash compensation permitted under NASD Rule 2830 (I)(5)
(A), (B) or (C). See letter dated November 21, 2005 from Catherine McGuire, Chief Counsel, SEC Division of
Market Regulation, to Securities Industry Association, Derivative Products Committee. The Commission has
also taken a no-action position under Section 11(d)(1) of the Act that broker-dealers may treat shares of the
Fund, for purposes of Rule 11d1-2, as “securities issued by a registered open-end investment company as
defined in the Investment Company Act” and thereby extend credit or maintain or arrange for the extension
or maintenance of credit on shares that have been owned by the persons to whom credit is provided for more
than 30 days, in reliance on the exemption contained in the rule.
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SEC Rule 15c1-5 and 15c1-6 - The SEC has taken a no-action position with respect to Rule 15c1-5 and
Rule 15c1-6 as to the required disclosure of control by a broker or dealer with respect to creations and
redemptions of Fund shares and secondary market transactions therein.

Other Matters

Due Diligence - Pursuant to NYSE Rule 405, before a member, member organization, allied member or
employee thereof undertakes to recommend a transaction in ETF shares, such person must exercise due
diligence to learn the essential facts relative to the customer. If any recommendation is made with respect
to such shares, the person making the recommendation should have a reasonable basis for believing, at
the time of making the recommendation, that the customer has such knowledge and experience in financial
matters that he or she may reasonably be expected to be capable of evaluating the risks and any special
characteristics of the recommended transaction, and is financially able to bear the risks of the recommended
transaction. Before a member, member organization or employee thereof recommends a transaction in the
Fund, a determination must be made that the recommendation is in compliance with all applicable Federal
and Exchange rules and regulations, including due diligence obligations under Exchange Rule 405.

Certain Specialist Transactions in ETFs - NYSE Rule 460.10 generally precludes certain business
relationships between an issuer and the specialist in the issuer's securities. Exceptions in the rule, however,
permit specialists in ETF shares to enter into Creation Unit transactions through the Distributor to facilitate
the maintenance of a fair and orderly market. Even so, a specialist Creation Unit transaction may only be
effected on the same terms and conditions as any other investor, and only at the net asset value of the ETF
shares. In addition, a specialist may acquire a position in excess of 10% of the outstanding issue of the ETF
shares. Specialists registered in a security issued by an investment company may purchase and redeem
the investment company unit, or securities that can be subdivided or converted into such unit, from the
investment company as appropriate to facilitate the maintenance of a fair and orderly market in the subject
security.

Trading Halts - In order to halt the trading of an ETF, the Exchange may consider, among other things, factors
such as the extent to which trading is not occurring in the underlying securities and whether other unusual
conditions or circumstances detrimental to the maintenance of a fair and orderly market are present. In
addition, trading in Fund shares is subject to trading halts caused by extraordinary market volatility pursuant
to NYSE Rule 80B. If the end-of-day Index value or IOPV applicable to a Fund is not being disseminated as
required, the Exchange may halt trading during the day in which the interruption to the dissemination of the
Index value or IOPV occurs. If the interruption to the dissemination of the Index value or IOPV persists past
the trading day in which it occurred, the Exchange will halt trading no later than the beginning of the trading
day following the interruption.

Prospectus Delivery - Exchange members and member organizations should be mindful of applicable
prospectus delivery requirements under the federal securities laws with respect to transactions in the Fund.
In this regard, the Exchange notes that NYSE Rule 1100(b) provides for delivery of written descriptions
to customers of Funds that have received an exemption from Section 24(d) of the Investment Company
Act. The Exchange has been informed by HealthShares Inc. that it intends to make a written description
available shortly, but until that time will make copies of the prospectus available for this purpose. Members
and member organizations are advised that delivery of a prospectus in lieu of a written description would
satisfy the requirements of Rule 1100(b).

Purchases and Redemptions in Creation Unit Size - Exchange members and member organizations are
hereby informed that procedures for purchases and redemptions of Shares in Creation Unit Size are
described in the Fund's prospectus and Statement of Additional Information, and that Shares are not
individually redeemable but are redeemable only in Creation Unit Size aggregations or multiples thereof.

Surveillance - All Exchange surveillances applicable to trading of equities on the Exchange will apply to
trading in the Shares of the Fund.
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Questions concerning the matters discussed in this Memorandum may be addressed as follows:

General Questions on ETFs:

Michael Cavalier, Office of the General Counsel — (212) 656-2474

Questions on Due Diligence:

Stephen A. Kasprzak, Member Firm Regulation — (212) 656-5226

Questions on Exchange Rules:

Daniel M. Labovitz, Market Surveillance — (212) 656-2081

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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May 31, 2007

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, OPERATIONS, TECHNOLOGY,
COMPLIANCE AND LEGAL DEPARTMENTS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: UPDATED SUPPLEMENT TO THE OPTIONS DISCLOSURE DOCUMENT

Introduction

Pursuant to NYSE Rule 726.30 (“Delivery of Options Disclosure Documents and Prospectuses”), the
Exchange is advising member organizations that the ODD Supplement has been amended. On May 3, 2007,

the Securities and Exchange Commission (“SEC” or the “Commission”) approved a Supplement 1   (see

Attachment) to the Options Disclosure Document (“ODD”). 2   The Supplement supersedes and replaces the

April 2007 ODD Supplement. 3 

NYSE Rule 726(a)

NYSE Rule 726(a) provides, in part, that all new options customers must receive the current ODD.
Thereafter, member organizations must distribute a copy of each amendment to the ODD to each customer
to whom the member organization previously delivered the ODD. Member organizations may comply with this
requirement in various ways, including, but not limited to, the following:

a. A member organization may choose to conduct a mass mailing of the Supplement to all of its
approved customers who have already received the ODD. A firm may deliver the Supplement
electronically to its customers, provided that such delivery comports with SEC Rules respecting
electronic delivery; or

b. A member organization may deliver the Supplement to a customer, who has already received the
ODD, with the first confirmation of an option transaction.

Copies of the ODD or the Supplement may be obtained by contacting Diane Svoboda of the Options Clearing
Corporation at (312) 322-6212 or at dsvoboda@theocc.com. Questions concerning this Information Memo
may be directed to Stephen A. Kasprzak at (212) 656-5226 or Cory Figman at (212) 656-4893.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Attachments

May 2007 Supplement to Characteristics and Risks of Standardized Options

The February 1994 edition of the booklet entitled Characteristics and Risks of Standardized Options (the
“Booklet”) is amended as follows to reflect certain changes in OCC's rules as well as the rules of certain
options markets.

The changes in Part I reflect modifications made to the definition of “ordinary cash dividend or
distribution” (i.e., cash dividends and distributions for which no adjustment is made). The changes in Part II
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reflect changes made to eliminate the need to round adjusted exercise prices in certain circumstances and to
provide more precise compensation for fractional shares eliminated by rounding.

Parts III-V of this Supplement supersede and replace the February 2003 Supplement to the Booklet.
Part III pertains to options on interests in investment companies and similar entities. Part IV pertains to
special exercise settlement procedures or restrictions that may be imposed upon the occurrence of certain
extraordinary events. Part V discloses that a registration statement and prospectus for the options covered by
the Booklet are no longer available.

Part VI pertains to an expansion of OCC's authority to adjust the multiplier for yieldbased Treasury options
and to fix the cash settlement amount for such options in certain circumstances. Part VII reflects the adoption
of rules by certain options markets that permit, in very limited circumstances, the cancellation or adjustment
of a transaction entered into at a premium based on an erroneously reported value for the underlying interest.
Part VIII, which supersedes paragraph 1 of the March 2000 Supplement to the Booklet, pertains to the
acceleration of the expiration date of options on equity securities in certain circumstances.

Part I. Definition of Ordinary Cash Dividend or Distribution.

The fourth paragraph on p. 19 is amended to read as follows:

As a general rule, no adjustment is made for ordinary cash dividends or cash distributions. A cash dividend
or distribution announced prior to February 1, 2009, will generally be considered “ordinary” unless it exceeds
10% of the aggregate market value of the underlying security outstanding as of the close of trading on the
declaration date. The same rule will continue to apply on and after that date with respect to options series
designated by OCC as “grandfathered” for purposes of this rule (i.e., series opened prior to publication of
this supplement that remain outstanding on February 1, 2009). In the case of all other options series, a cash
dividend or distribution announced on or after February 1, 2009, will generally be considered “ordinary,”
regardless of size, if OCC believes that it was declared pursuant to a policy or practice of paying such
dividends or distributions on a quarterly or other regular basis (and no adjustment will normally be made
for any cash dividend or distribution that amounts to less than $12.50 per contract). As an exception to the
general rule, options on fund shares will generally be adjusted for capital gains distributions even if made
on a regular basis, and adjustments may be made for certain other distributions in respect of fund shares in
special circumstances described in OCC's rules, provided in each case that the amount of the adjustment
would be $.125 or more per fund share. Determinations whether to adjust for cash dividends or distributions
not covered by the preceding rules, or when other special circumstances apply, are made on a case-by-case
basis.

Part II. Adjustment of Exercise Prices.

The first seven paragraphs on p. 20 of the Booklet are deleted in their entirety, and the following material is
inserted in lieu thereof.

Stock dividends, stock distributions and stock splits may result in an adjustment of the number of options
held or written or the number of underlying shares, and in some cases may also result in an adjustment of the
exercise price.

Stock Options with Exercise Prices Stated in Fractions

As of the date of this Supplement, exercise prices for stock options are stated in points and fractions of a
point (e.g., 20-3/8 or 30-1/2). The smallest fraction is 1/8. The following adjustment rules apply to any series
of stock options whose exercise price is stated in points and fractions of a point:

As a general rule, a 2 for 1 or a 4 for 1 stock split, stock distribution or stock dividend will result in the
number of outstanding options being proportionately increased and the exercise price being proportionately
decreased.
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EXAMPLE: Before a 2 for 1 stock split, an investor holds an option on 100 shares of XYZ stock with an
exercise price of $60. After adjustment for the split, he will hold two XYZ options, each on 100 shares and
each with an exercise price of $30.

A stock dividend, stock distribution or stock split other than a 2 for 1 or a 4 for 1 distribution or split will
normally result in an adjustment in the number of shares deliverable upon exercise, while the aggregate
exercise price for the contract remains unchanged.

EXAMPLE: An investor holds a call option covering 100 shares of XYZ stock with an exercise price of
$50 resulting in an aggregate exercise price for the contract of $5,000 ($50 × 100). After a 3 for 2 split, the
deliverable could be increased to 150 shares while the nominal exercise price remained $50. In that case,
upon exercise of the adjusted option, the investor would still pay $5,000 ($50 × 100, not $50 × 150), but
would receive 150 shares of XYZ stock instead of 100.

Note in the preceding example that, although the number of shares deliverable was adjusted to be 150, the
number by which the unadjusted exercise price of $50 was multiplied to determine the total exercise price
continued to be 100 rather than 150. Similarly, premium quotations would continue to be multiplied by 100 to
obtain the total premium to be paid for a single option.

Stock Options with Exercise Prices Stated in Decimals

In the future, the exchanges may introduce stock options with exercise prices stated in points and decimals
(e.g., 20.15 or 30.80). The following adjustment rules would apply to any series of stock options whose
exercise price is stated in points and decimals:

When a stock distribution, stock split or stock dividend results in the issuance of one or more whole shares
of stock for each outstanding share—such as a 2 for 1 or a 3 for 1 stock split—as a general rule the number
of underlying shares will not be adjusted. Instead, the number of outstanding options will be proportionately
increased and the exercise price will be proportionately decreased. (See the example of a 2 for 1 stock split
under “Stock Options with Exercise Prices Stated in Fractions” above.)

Other stock dividends, stock distributions and stock splits may result in an adjustment in the number of
underlying shares and the exercise price.

EXAMPLE: An investor bought an XYZ 50 option—either a call or a put—and XYZ Corporation subsequently
effected a 3 for 2 stock distribution. Instead of covering 100 shares of stock at an exercise price of $50 a
share, each outstanding option could be adjusted to cover 150 shares at an exercise price of $33.33 per
share. The aggregate exercise price remains substantially the same before and after the adjustment ($50 ×
100 = $5,000 and $33.33 × 150 = $4,999.50).

All Stock Options

As a general rule, adjustments in exercise prices are rounded to the nearest exercise price increment (1/8
or one cent, as the case may be), and adjustments in the number of underlying shares are rounded down
to eliminate fractional shares. In the latter case, the property deliverable upon exercise may be adjusted to
include the value of the eliminated fractional share, as determined by OCC.

Note that in the preceding example where the exercise price of the adjusted XYZ option was rounded down,
the exercising put holder or assigned call writer would lose $.50 as a result of the rounding. Rounding up
could result in losses to exercising call holders and assigned put writers.

A reverse stock split, combination of shares, or similar event will generally result in an adjustment in the
number of shares deliverable upon exercise, while the aggregate exercise price remains unchanged.

EXAMPLE: An investor holds a call option covering 100 shares of XYZ stock with an exercise price of 50
resulting in an aggregate exercise price for the contract of $5,000 ($50 × 100). After a 1 for 10 reverse split,
the deliverable could be reduced to 10 shares while the nominal exercise price remained $50. In that case,
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upon exercise of the adjusted option, the investor would still pay $5,000 ($50 × 100, not $50 × 10), but would
receive 10 shares of XYZ stock instead of 100.

As a general rule, no adjustment is made for ordinary stock dividends or distributions. A stock dividend or
distribution will generally be considered “ordinary” if (i) the number of shares distributed does not exceed
10% of the number of shares outstanding on the declaration date and (ii) it is declared pursuant to a policy or
practice of paying such dividends or distributions on a quarterly basis.

Distributions of property other than the underlying security may result in the adjustment of outstanding options
to include the distributed property.

Part III. Options on Fund Shares.

To reflect a broadening of the definition of “fund shares,” the Booklet is amended as follows:

The first full paragraph on page 2 of the Booklet is amended to read:

Each options market selects the underlying interests on which options are traded on that market. Options are
currently available covering four types of underlying interests: equity securities (which term includes “fund
shares” described in Chapter III), stock indexes, government debt securities, and foreign currencies. Options
on other types of underlying interests may become available in the future.

The first paragraph of Chapter III, appearing on page 18 of the Booklet, is amended to read:

The term “stock options” is used broadly in this Booklet to include not only options on common stocks but
also options on all other types of equity securities, such as limited partnership interests, “American Depositary
Receipts” and “American Depositary Shares” representing interests in foreign entities, preferred stocks, and
fund shares. The term “fund shares” includes interests in exchange-traded funds and other entities holding or
trading in one or more types of investments, and as used in this Booklet the term “equity securities” includes
fund shares.

The first paragraph under the caption “FEATURES OF STOCK OPTIONS” on page 18 of the Booklet is
amended to read:

As a general rule, a single stock option covers 100 shares of the underlying security, although in the case
of options covering fund shares, options covering 100 or 1000 shares may be available. Other stock options
departing from the general rule may be introduced in the future. The number of underlying shares covered by
any stock option may be adjusted after the option is issued if certain events occur, as described below.

The fourth paragraph on p. 19 of the Booklet is amended as set forth in Part I of this Supplement.

Part IV. Special Exercise Settlement Procedures / Restrictions.

Three new paragraphs are added on page 78 of the Booklet at the end of the section headed “8.” The new
paragraphs read:

If OCC determines that the primary market(s) for one or more component securities of an underlying index
did not open or remain open for trading, or that the component security or securities did not open or remain
open for trading on the primary market(s), on a trading day at or before the time when the exercise settlement
value for that trading day would ordinarily be determined, or that a current index value or other price or value
needed to calculate the exercise settlement value for an index option is otherwise unreported, inaccurate,
unreliable, unavailable or inappropriate for purposes of calculating the cash settlement amount, then OCC
may suspend settlement obligations for exercised and assigned contracts of the affected series. In the event
of such a suspension, OCC will fix a new settlement date after OCC determines that the exercise settlement
value is available or after OCC fixes the exercise settlement value.

If OCC determines to fix the exercise settlement value, it will act through an adjustment panel that will use
its judgment as to what is appropriate for the protection of investors and the public interest. For a description
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of adjustment panels, see “Adjustment and Adjustment Panels” in Chapter II. The panel may fix the exercise
settlement value using the reported price or value of the relevant security or securities or index (i) at the close
of regular trading hours (as determined by OCC) on the last preceding trading day for which a price or value
was reported by the reporting authority, or (ii) at the opening of regular trading hours (as determined by OCC)
on the next trading day for which a price or value was reported by the reporting authority. Alternatively, the
panel may fix the exercise settlement value using a price or value for the relevant security or securities or
index, or using a combination or average of such prices or values, at or during such time or times that the
panel sees fit.

If an adjustment panel delays fixing an exercise settlement value for a series of index options past the last
trading day before expiration of that series, normal expiration exercise procedures will not apply to the
affected series. Instead, exercise settlement will be postponed until the next business day following the day
when the adjustment panel fixes the exercise settlement value, and each long position in the affected series
will be treated as having been exercised if the exercise settlement amount per contract for that series is
$1.00 or more. If the exercise settlement amount per contract is less than $1.00, the option will be treated as
having expired unexercised. As a result of these procedures, holders of expiring index options may not know
whether their options have been exercised, and writers of such options may not know whether they have
been assigned an exercise notice, until after the expiration date. An adjustment panel's determinations shall
be conclusive, binding on all investors, and not subject to review.

The first paragraph on page 41 of the Booklet is amended to read:

If OCC should determine that foreign governmental restrictions or taxes would prevent the orderly settlement
of delivery foreign currency option exercises or would result in undue burdens on OCC or its Clearing
Members, OCC has the authority to impose special exercise settlement procedures. These could range from
technical changes in delivery procedures to the fixing of U.S. dollar settlement prices. If special exercise
settlement procedures are imposed, investors may determine the nature of such procedures from their
brokers.

The last paragraph on page 53 of the Booklet is amended to read:

In certain unusual circumstances, an event may threaten to reduce the available supply of an underlying
security to a level insufficient to allow settlement if all of the outstanding option contracts for the affected
security were exercised. This could happen, for example, in the event of a successful tender offer for all or
substantially all of the outstanding shares of an underlying security or if trading in an underlying security
were enjoined or suspended. If OCC in its discretion determines that a situation of that type exists, OCC may
impose special exercise settlement procedures. These special procedures, applicable only when an assigned
call writer or an exercising put holder is unable to obtain the underlying security, may involve the suspension
of the settlement obligations of the holder and writer and/or the fixing of cash settlement prices in lieu of
delivery of the underlying security. When special exercise settlement procedures are imposed, OCC will
announce to its Clearing Members how settlements are to be handled. Investors may obtain that information
from their brokerage firms.

On page 61 of the Booklet, the second paragraph of the section headed “5.” is amended to read:

Exercise restrictions imposed by OCC and the options markets affecting cash-settled options generally
cannot be continued in effect beyond the opening of business on the last trading day before their expiration.
Such exercise restrictions affecting physical delivery options generally cannot be continued beyond the
opening of business on the tenth business day before their expiration.

Part V. Exemption of Standardized Options from 1933 Act Registration.

Effective January 2, 2003, the SEC exempted standardized options issued by a registered clearing agency
and traded on a registered national securities exchange or association from the Securities Act of 1933,
except for the antifraud provisions of Section 17 of that Act. Effective January 10, 2003, the SEC approved
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an amendment to OCC's most recent registration statement under that Act terminating the registration of all
unsold put and call options. As a result of these actions, the standardized options covered by this Booklet are
no longer required to be registered under that Act; an OCC registration statement will no longer be available
for inspection at OCC's office; and copies of an OCC prospectus for standardized options will no longer be
available from OCC or the U.S. options markets.

Part VI. Yield-Based Treasury Options.

The second full paragraph on page 34 is replaced with the following paragraph:

If the U.S. Department of the Treasury ceases to issue, or changes the terms or the schedule of issuance
of, Treasury securities on which underlying yields are based, an adjustment panel has discretion to adjust
the terms of the series by substituting other Treasury securities or to make such other adjustment as the
adjustment panel may determine. If the options market on which a particular yield-based option is traded
should increase or decrease the multiplier for the option, the adjustment panel has discretion to adjust
outstanding options affected by the change by proportionately consolidating or subdividing them or by taking
other action.

The paragraph numbered 9. on page 82 is replaced with the following:

9. If OCC determines that the exercise settlement value of the underlying yield for any series of yield-based
options is unreported, inaccurate, unreliable, unavailable, or inappropriate for purposes of calculating the
cash settlement amount of such series, OCC has the authority to suspend the settlement obligations of the
exercising and assigned Clearing Members of options of such series or to fix the cash settlement amount
for exercised options of such series or to do both. In the event of such a suspension, OCC will fix a new
settlement date after OCC determines that the exercise settlement value is available or after OCC fixes the
cash settlement amount.

If OCC determines to fix the cash settlement amount, it will act through an adjustment panel that will use its
judgment as to what is appropriate for the protection of investors and the public interest. For a description
of adjustment panels, see “Adjustment and Adjustment Panels” in Chapter II. The panel may fix the cash
settlement amount using the reported value of the underlying yield (i) at the close of regular trading hours (as
determined by OCC) on the last preceding trading day for which such a value was reported by the reporting
authority or (ii) at the opening of regular trading hours (as determined by OCC) on the next trading day
for which such a value was reported by the reporting authority. Alternatively, the panel may fix the cash
settlement amount using the value for the underlying yield, or using a combination or average of such values,
at or during such time or times that the panel sees fit.

If an adjustment panel delays fixing a cash settlement amount for a series of yield-based options past the
last trading day before expiration of that series, normal expiration exercise procedures will not apply to the
affected series. Instead, exercise settlement will be postponed until the next business day following the day
when the adjustment panel fixes the cash settlement amount, and each long position in the affected series
will be treated as having been exercised if the cash settlement amount per contract for that series is $1.00
or more. If the cash settlement amount per contract is less than $1.00, the option will be treated as having
expired unexercised. As a result of these procedures, holders of expiring yield-based options may not know
whether their options have been exercised, and writers of such options may not know whether they have
been assigned an exercise notice, until after the expiration date. An adjustment panel's determinations shall
be conclusive, binding on all investors, and not subject to review.

Part VII. Erroneously Reported Index Levels.

The paragraph numbered 5. on page 76 is replaced with the following paragraph, which omits a statement
that a person who buys or sells an index option at a premium based on an erroneously reported index level is
bound by the trade and has no remedy. The omission reflects the adoption of rules by certain options markets

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

367

http://researchhelp.cch.com/License_Agreement.htm


that permit, in very limited circumstances, the cancellation or adjustment of a transaction entered into at a
premium based on an erroneously reported value for the underlying interest:

5. Holders and writers of index options generally bear the risk that the reported current index level may be
in error. Persons who exercise cash-settled index options or are assigned exercises based on erroneously
reported index levels will ordinarily be required to make settlement based on the exercise settlement value
as initially reported by the official source of the index, even if a corrected value is subsequently announced.
References herein to index values “as initially reported” refer to the values initially reported by the source of
the index as definitive, and not to any tentative or preliminary values that may be announced at an earlier
time subject to adjustment. In extraordinary circumstances (e.g., where an exercise settlement value as
initially reported is obviously wrong and inconsistent with values previously reported, and a corrected value
is promptly announced), OCC has discretion to direct that exercise settlements be based on a corrected
exercise settlement value. Ordinarily, however, the exercise settlement value as initially reported by the
official source of the index will be conclusive for exercise settlement purposes.

Part VIII. Accelerated Expiration of Certain Equity Options.

The second paragraph after the “EXAMPLE” on page 21 of the Booklet, as amended by paragraph 1 of the
March 2000 Supplement to the Booklet, is further amended to read:

When an underlying security is converted into a right to receive a fixed amount of cash, options on that
security will generally be adjusted to require the delivery upon exercise of a fixed amount of cash, and
trading in the options will ordinarily cease when the conversion becomes effective. As a result, after such an
adjustment is made all options on that security that are not in the money will become worthless and all that
are in the money will have no time value. If the option is European-style, the expiration date of the option will
ordinarily be accelerated to fall on or shortly after the date on which the underlying security is converted into
a right to receive cash. After January 1, 2008, the same treatment will be extended to American-style options.
Holders of an in-the-money option whose expiration date is accelerated must be prepared to exercise that
option prior to the accelerated exercise cut-off time in order to prevent the option from expiring unexercised.
See the discussion in Chapter VIII under “How to Exercise.” Writers of options whose expiration date is
subject to being accelerated bear the risk that, in the event of such an acceleration, they may be assigned
an exercise notice and be required to perform their obligations as writers prior to the original expiration date.
When the expiration date of an option is accelerated, no adjustment will be made to compensate for the
accelerated expiration date. There is no assurance that the exercise settlement date for an accelerated option
will coincide with the date on which the cash payment to the holders of the underlying security becomes
available from the issuer. Covered writers of an accelerated option may therefore be required to pay the cash
amount in respect of the option before they receive the cash payment on the underlying security.

CH1 3846001v.4

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Release No. 34-55702 (May 3, 2007) 72 FR 26671 (May 10, 2007) (SR-ODD - 2007-02).
2  The ODD contains general disclosures on the characteristics and risks of trading standardized options.
3  See Release No. 34-55582 (April 4, 2007) 72 FR 17978 (April 10, 2007) (SR-ODD - 2007-01). See also,

NYSE Information Memo 07-36 (April 23, 2007).
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 07-48

Click to open document in a browser

May 21, 2007

   ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, CHIEF FINANCIAL OFFICER/
PARTNER, AND COMPLIANCE AND REGULATORY REPORTING DEPARTMENTS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO RULE 440A (“TELEPHONE SOLICITATIONS”) PERTAINING TO
“FACSIMILE ADVERTISEMENTS”

Synopsis

On May 10, 2007, the Securities and Exchange Commission (the “Commission”) approved amendments 1

   to NYSE Rule 440A (“Telephone Solicitations”) to reflect legislation 2   passed by Congress concerning
unwanted telemarketing communications. Specifically, the legislation restored an exemption from the general
prohibition against sending unsolicited faxed advertisements which applies when the sender and the recipient
have an established business relationship and other conditions are met. The amendments to Rule 440A are
effective immediately.

Amendments to Rule 440A

NYSE Rule 440A (the “Rule”) addresses the telephonic solicitation of customers by member organizations.
Rule 440A(g) provides that no member organization “may use a telephone facsimile machine, computer
or other device to send an unsolicited advertisement to a telephone facsimile machine, computer or other
device.”

Subsection 440A(g)(1) provides that a “facsimile advertisement” is not considered to be “unsolicited” where
the recipient has granted the member organization prior express invitation or permission to deliver the

advertisement. 3 

The amendments to Rule 440A(g)(1) further allow that such advertisements are not considered to be
“unsolicited” where: 1) there is an “established business relationship” between the member organization and
the recipient; 2) the member organization obtains the recipient's facsimile number pursuant to prescribed
conditions; and 3) the member organization includes prescribed “opt-out” notice language in the facsimile
advertisement. The specifics of these requirements are outlined as follows:

Established Business Relationship

The term “established business relationship” is defined in Rule 440A(j)(1). For purposes of the amendments,
it means a prior or existing relationship formed by a voluntary two-way communication between a member
organization and a person, with or without an exchange of consideration, if:

(i) the person has made a financial transaction or has a securities position, a money balance, or
account activity with the member organization, or at a clearing firm that provides clearing services to
such member organization, within the previous 18 months immediately preceding the transmission of
the facsimile advertisement; or

(ii) the member organization is the broker-dealer of record for an account of the person within the
previous 18 months immediately preceding the transmission of the facsimile advertisement; or
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(iii) the person has contacted the member organization to inquire about, or make an application
regarding a product or service offered by the member organization within the previous three months
immediately preceding the transmission of the facsimile advertisement, which relationship has not been
previously terminated by either party.

Means of Obtaining the Facsimile Number

Rule 440A(g)(1)(ii) states that member organizations must obtain the recipient's facsimile number directly
from the recipient, from the recipient's own directory, advertisement, or site on the Internet, unless the
recipient has noted on such materials that it does not accept unsolicited advertisements at the facsimile
number in question, or from directories or other sources of information provided by third parties, provided
that the member organization must take reasonable steps to verify that the recipient consented to have
the number listed. If the established business relationship existed before July 9, 2005, and the member
organization also possessed the facsimile number before July 9, 2005, the member organization may send
the facsimile advertisements without demonstrating how the number was obtained.

Prescribed “Opt-Out” Notice

Rule 440A(g)(1)(iii) requires that facsimile advertisements include specific notice and contact information on
the facsimile allowing recipients to “opt-out” of future facsimile advertisements. Such notice must:

(A) be clear and conspicuous, on the first page of the advertisement;

(B) state that the recipient may make a request to the member organization not to send any future
facsimiles, and that failure to comply with the request within 30 days is unlawful; and

(C) include a telephone number, facsimile number, and cost-free mechanism to opt-out of facsimiles.
Such mechanism must permit customers to make opt-out requests 24 hours a day, 7 days a week.

Any questions regarding this Information Memo may be directed to Gregory Taylor at (212) 656-2920 or
Michael Troha at (212) 656-5639.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See SR-NYSE 2007-06, approved by the SEC in Release No. 34-55735 (May 10, 2007); 72 FR 27610
(May 16, 2007).

2  See Junk Fax Prevention Act of 2005, Pub. L. 109-21, 119 Stat. 359 (2005) and FCC 06-42 (April 5,
2006).

3  Such express invitation or permission must be evidenced by a signed, written statement that includes the
facsimile number to which any advertisements may be sent and clearly indicates the recipient's consent
to receive such facsimile advertisements from the member organization.
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May 21, 2007

   ATTENTION: MANAGING PARTNER, CHIEF EXECUTIVE OFFICER, BRANCH OFFICE MANAGERS,
COMPLIANCE OFFICER, TRAINING AND HR DIRECTORS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: CONTINUING EDUCATION FIRM ELEMENT ADVISORY UPDATE

In the fourth quarter of each year, the Securities Industry/Regulatory Council on Continuing Education (the
“Council”) publishes the Firm Element Advisory (“FEA”) to identify current regulatory and sales practices for
possible inclusion, where appropriate, in Firm Element training plans. These topics are routinely taken from a
review of industry regulatory and self-regulatory organizations' publications and announcements of significant
events. The most recent annual FEA was issued in November 2006.

As a service to firms, the Council will now also update the FEA in the second quarter each year for firms
to use in identifying topics to include in their Firm Element training. Topics added to the FEA in the second
quarter update will be flagged as such, and will also appear in the year end FEA.

FEA topics are not exhaustive and are intended for consideration for inclusion in training plans by firms. Each
firm should consider whether an FEA topic is relevant, bearing in mind the specific nature of their business,
clients, products and services.

The updated Firm Element Advisory can be accessed on the Council website at www.cecouncil.com.

Questions about the Continuing Education Program should be directed to Roni Meikle at (212) 656-2156 or
Pat DeVita at (212) 656-2746.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.
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May 21, 2007

   ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, CHIEF FINANCIAL OFFICER/
PARTNER, AND COMPLIANCE AND REGULATORY REPORTING DEPARTMENTS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: FEE ADJUSTMENT ADVISORY

Background

Under the Investor and Capital Markets Fee Relief Act, annual adjustments are made by the Securities and
Exchange Commission (“SEC”) to rates which are paid under Section 6(b) of the Securities Act of 1933 (the

“Securities Act”) 1   and Sections 13(e), 14(g), and 31 of the Securities Exchange Act of 1934 (the “Exchange

Act”). 2 

Pursuant to NYSE Rule 440H (“Activity Assessment Fees”), the Exchange offsets its Section 31 fee

obligations by collecting “Activity Assessment Fees” 3   from its member organizations based on securities
transaction data reported by the Depository Trust & Clearing Corporation at a rate equal to that prescribed
under Section 31.

Fee Adjustment

Pursuant to SEC Press Release No. 2007-89, dated May 7, 2007 (Fee Rate Advisory), 4   effective October
1, 2007, or five days after the date on which the SEC receives its fiscal year 2008 regular appropriation,

whichever date is later, the fee rate under Section 6(b) 5   applicable to the registration of securities, the fee
rate under Section 13(e) applicable to the repurchase of securities, and the fee rate under Section 14(g)
applicable to proxy solicitations and statements in corporate control transactions will increase to $39.30 per
million dollars.

In addition, effective October 1, 2007, or 30 days after the date on which the SEC receives its fiscal year
2008 regular appropriation, whichever date is later, the fee rate under Section 31 applicable to securities
transactions on the exchanges and on certain over-the-counter markets will decrease to $11.00 per million
dollars. Furthermore, the Section 31(d) security futures transactions assessment will remain at the current
rate of $0.0042 for each round turn transaction.

Any questions regarding the new fee rates may be directed to the Office of Interpretation and Guidance in the
SEC's Division of Market Regulation at (202) 551-5777 or marketreg@sec.gov. Additionally, you may contact
your Finance Coordinator with any questions regarding this memo.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation
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Footnotes

1  17 CFR 230.238.
2  15 U.S.C. 78a et. al.
3  For additional information on Rule 440H and Transaction Fees, see NYSE Information Memo Nos. 04-42

(dated August 5, 2004), 05-36 (dated May 13, 2005), 05-48 (dated July 19, 2005), and 05-92 (dated
December 6, 2005), and 06-77 (dated November 3, 2006).

4  See http://www.sec.gov/news/press/2007/2007-89.htm for the complete text of SEC Press Release No.
2007-89.

5  The Section 6(b) rate is also the rate used to calculate the fees payable with the Annual Notice of
Securities Sold Pursuant to Rule 24f-2 under the Investment Company Act of 1940.
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May 16, 2007

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: SHORT INTEREST REPORTING

This Information Memo advises member organizations that, effective September 2007, they will be required to
increase the frequency of short interest reporting from once a month to twice a month pursuant to NYSE Rule
421 (“Periodic Reports”). Exhibit A outlines the revised Short Interest Reporting Schedule for September 2007
through December 2007 for the New York Stock Exchange as well as for other participating self regulatory

organizations (“SROs”). 1 

Background and Purpose

NYSE Rule 421.10 requires that member organizations submit to the Exchange periodic reports with respect
to short positions in securities, covering such time period as may be designated by the Exchange. The
Exchange makes available to the marketplace the total short interest in each individual stock and warrant
traded on the Exchange. The Exchange releases this data each month to media outlets such as Dow Jones,
The Wall Street Journal, The New York Times, The New York Daily News and Bloomberg Services. This
information provides some indication of market sentiment with respect to securities listed on the Exchange.
The revised short interest reporting requirement will provide additional and more timely information to public
investors and other interested parties related to short selling.

Amendments to NYSE Rule 421

This Information Memo also advises member organizations that amendments to Rule 421 have been

approved by the Securities and Exchange Commission. 2   Specifically subsections (2) and (3) of Rule
421.40, which reference “convertible bond margin accounts” and “subscription accounts,” have been deleted

because these types of accounts no longer exist. 3   Rules 421.40(4) and (5) are accordingly repositioned as

421.40(2) and (3). In addition, Rule 421.10 has been amended to reflect the adoption of Regulation SHO. 4  
Other non-substantive amendments otherwise update and clarify the rule. The amended text is attached as
Exhibit C.

Questions concerning this Information Memorandum may be directed to Glen Garofalo at (212) 656-2084,
Rudolph Verra at (212) 656-2924, or Steve Yannolo at (212) 656-2274.

Questions concerning short interest reporting requirements may also be directed to the persons at each SRO
as set forth in Exhibit B.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Attachments
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Exhibit A

September through December 2007 - Short Interest Reporting Schedule

Trade
Date

Settlement
Date

Report Due to
Amex & NYSE

Report Due to
NASD
(Ex-

change-Listed)

Report Due to
NASD
(NAS-

DAQ-Listed
& OTC Equity)

Report
Published by
Amex & NYSE

Report Pub-
lished by
NASDAQ

and NASD

September 11
(Tuesday)

September 14
(Friday)

September
18 - 1:00 p.m.

(Tuesday)

September
18 - 1:00 p.m.

(Tuesday)

September
18 - 6:00 p.m.

(Tuesday)

September 20
(Thursday)

September 26
(Wednesday)

September 25
(Tuesday)

September 28
(Friday)

October 2
- 1:00 p.m.
(Tuesday)

October 2
- 1:00 p.m.
(Tuesday)

October 2
- 6:00 p.m.
(Tuesday)

October 4
(Thursday)

October 10
(Wednesday)

October 10
(Wednesday)

October 15
(Monday)

October 17
- 1:00 p.m.

(Wednesday)

October 17
- 1:00 p.m.

(Wednesday)

October 17
- 6:00 p.m.

(Wednesday)

October 19
(Friday)

October 25
(Thursday)

October 26
(Friday)

October 31
(Wednesday)

November 2
- 1:00 p.m.

(Friday)

November 2
- 1:00 p.m.

(Friday)

November 2
- 6:00 p.m.

(Friday)

November 6
(Tuesday)

November 12
(Monday)

November 9
(Friday)

November 15
(Thursday)

November 19
- 1:00 p.m.
(Monday)

November 19
- 1:00 p.m.
(Monday)

November 19
- 6:00 p.m.
(Monday)

November 21
(Wednesday)

November 28
(Wednesday)

November 27
(Tuesday)

November 30
(Friday)

December 4
- 1:00 p.m.
(Tuesday)

December 4
- 1:00 p.m.
(Tuesday)

December 4
- 6:00 p.m.
(Tuesday)

December 6
(Thursday)

December 12
(Wednesday)

December 11
(Tuesday)

December 14
(Friday)

December 18
- 1:00 p.m.
(Tuesday)

December 18
- 1:00 p.m.
(Tuesday)

December 18
- 6:00 p.m.
(Tuesday)

December 20
(Thursday)

December 27
(Thursday)

December 26
(Wednesday)

December 31
(Monday)

January 3,
2008 - 1:00 p.m.

(Thursday)

January 3,
2008 - 1:00 p.m.

(Thursday)

January 3,
2008 - 6:00 p.m.

(Thursday)

January 7, 2008
(Monday)

January 11, 2008
(Friday)

All Times: Eastern Time

Exhibit B

Questions concerning short interest reporting requirements may be directed to the following individuals at
each Intermarket Surveillance Group SRO.

 

SRO Individual Telephone
Number

Email Address

 

Amex James Turnbull (212) 306-1526 james.turnbull@nasd.com
 

BSE Sharon Melanson (617) 235-2152 sharon.melanson@bostonstock.com
 

CBOE Pat Sizemore (312) 786-7752 sizemore@cboe.com
 

CHX Mike Cardin (312) 663-2204 mcardin@chx.com
 

ISE Ron Veith (212) 897-8130 rveith@iseoptions.com
 

NASD Jocelyn Mello (240) 386-5091
 

NASDAQ NASDAQ OGC (301) 978-8400
 

NSX Nicole Guiffra (312) 786-8809 nicole.guiffra@nsx.com
 

NYSE Glen Garofalo (212) 656-2084 ggarofalo@nyse.com
 

NYSE Arca John Chapin (312) 442-7790 jchapin@nyse.com
 

PHLX Joseph Cusick (215) 496-1576 joseph.cusick@phlx.com
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Technical or system questions should be directed to:
 

Organization Contact Telephone
Number

Email Address

 

Amex Helpdesk (800) 321-NASD nasdregfiling@nasd.com
 

NASD Helpdesk (800) 321-NASD nasdregfiling@nasd.com
 

NYSE Tom McNally or Eugene
Kosoy

(212) 656-2237
(212) 656-5740

tmcnally@nyse.com
ekosoy@nyse.com

 

Exhibit C

Additions are Underscored

Deletions are [Bracketed]

Periodic Reports

Rule 421. Member organizations [and individual direct clearing members] shall submit, as required by the
Exchange, periodic reports with respect to:

(1) Short positions in securities;

(2) Customers' debit and credit balances.

• • • Supplementary Material: 

.10 Short positions.—Member organizations [and individual direct clearing members] for which the
Exchange is the designated examining authority are required to report “short” positions, including odd lots, in
each stock or warrant listed on the Exchange, and in each other stock or warrant not listed on the Exchange
which is not otherwise reported to another United States securities exchange or securities association,
using such automated format and methods as prescribed by the Exchange. Such reports must include
customer and proprietary positions and must be made at such times and covering such time period as may
be designated by the Exchange.

[Members and m] Member organizations for which the Exchange is not the designated examining authority
must report “short” positions to the self-regulatory [exchange] organization which is its designated examining
authority (“DEA”) if such DEA has a requirement for such reports. If the DEA does not have such a reporting
requirement, then such [member or] member organization must comply with the provisions of Rule 421.

The term “designated examining authority” means the self-regulatory organization which has been assigned
responsibility for examining a [member or] member organization for compliance with applicable financial
responsibility rules. (See Rule 17d-1 under the Securities Exchange Act of 1934 (the “Exchange Act”).)

“Short” positions to be reported are those resulting from “short” sales as defined in Rule 200 of the Securities
and Exchange Commission's Regulation [§240.3b-3] SHO, but excluding positions resulting from sales
specified in clauses (1), (6), (7), (8), [(9)] and (10) of paragraph (e) of [the Commission's Regulation
§240.10a-1] Rule 10a-1 under the Exchange Act. Also to be excluded are “short” positions carried for other
[members and] member organizations reporting for themselves.

Only one report should be made for each stock or warrant in which there is a short position. If more than one
“account” has a short position in the same stock or warrant, the combined aggregate should be reported.

NOTE: A member organization which does not carry customers' margin accounts and does not clear its own
transactions may obtain an exemption from reporting by notifying the Exchange in writing.

.20 Underwritings (Form MF-3).—[Rescinded December 16, 1971.]

.40 Customers' debit and credit balances (Form R-1).—Member organizations carrying margin accounts
for customers, unless specifically exempted by the Exchange, are required to submit Form R-1 on a
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settlement basis, preferably as of the last business day of the month (but in any event not earlier than the last
Thursday of the month). Form R-1 specifies the following information applicable to public customers:

(1) Total of all debit balances in stock margin accounts;

[(2) Total of all debit balances in convertible bond margin accounts;]

[(3) Total of all debit balances in subscription accounts;]

[(4)] (2) Total of all free credit balances in cash accounts;

[(5)] (3) Total of all free credit balances in all margin accounts.

Include only free credit balances in cash and margin accounts. Balances in short accounts and in Special
Miscellaneous Accounts are not to be considered as free credit balances. Do not include debit or credit
balances in the accounts of other organizations which are members of national securities exchanges, or your
own organization, or of [NYSE members and allied members] employees within your own organization.

Each member organization carrying margin accounts for customers, unless specifically exempted by the
Exchange, is required to submit a report each month. When a member organization has no information to
submit, a report should be filed with a notation thereon to that effect.

Reports are due as promptly as possible after each firm's last business day of the month, but not later than
the sixth day of the following month. All inquiries concerning this report should be made to the Exchange at
656-5050.

.50 Fail “Contracts” (Form MF-6).—[Rescinded October 16, 1975, effective November 20, 1975.]

*****

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Footnotes

1  See Exchange Act Release No. 34-55406 (March 6, 2007), 72 FR 11071 (March 12, 2007) (SR-
NYSE-2006-111); (SR-NASD-2006-131); (SR-Amex-2007-05). See also Intermarket Surveillance Group
("ISG") Regulatory Memorandum 95-01 (March 6, 1995) which announces the adoption by the SROs of
policies and procedures that require short interest position reporting for all securities traded in the United
States.

2  See Exchange Act Release No. 34-55406 (March 6, 2007), 72 FR 11071 (March 12, 2007) (SR-
NYSE-2006-111).

3  In 1984, the Federal Reserve Board amended Regulation T to eliminate convertible bond margin
accounts and subscription accounts.

4  17 CFR 242.200 through 242.203.
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May 11, 2007

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, OPERATIONS, TECHNOLOGY,
COMPLIANCE AND LEGAL DEPARTMENTS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: REGULATION NMS

Introduction

This Information Memo provides an update on upcoming compliance dates with respect to certain provisions
of Regulation NMS and will serve as a reminder that, pursuant to NYSE Rule 342 (“Offices—Approval,
Supervision and Control”), member organizations will need to assure their ability to comply with Regulation
NMS. In particular, firms are reminded that in connection with the implementation of Regulation NMS,
they will be required to use appropriate trade reporting modifiers when submitting trade reporting data.
Accordingly, firms should develop and maintain appropriate procedures for identifying the proper trade
reporting modifier and retain necessary books and records in connection with trade reporting information,
particularly where the firm has determined that a trade-through exception or exemption is applicable to a
transaction. In addition to this Information Memo, NYSE member organizations that are also members of the
National Association of Securities Dealers, Inc. (“NASD”) should review Notice to Members 07-23, which is
being issued by the NASD contemporaneously with this Information Memo.

Background

The Securities and Exchange Commission (“SEC” or “Commission”) published its release announcing the

adoption of Regulation NMS under the Securities Exchange Act of 1934 (“Exchange Act”) 1   on June 9,

2005. 2   Regulation NMS provides for the re-designation of the national market system rules, as well as the

passage of new rules designed to modernize and strengthen the regulatory structure of the equity markets. 3 

Among the main provisions of Reg NMS are Rule 610 (“Access Rule”), 4   Rule 611 (“Order Protection

Rule”), 5   Rule 612 (“Sub-Penny Rule”), 6   and amendments to the Market Data Rules. In addition, Reg
NMS reorganizes the rules governing the national market system under the Exchange Act. The principal
elements of Rules 610 and 611 are the display of automated quotations and the operation of automated

trading centers. 7 

In order to provide automated trading centers with additional time to finalize development of new or modified
trading systems and to allow sufficient time to the securities industry to establish access to the trading
systems, the SEC extended the compliance dates for Rules 610 and 611 of Regulation NMS under the

Exchange Act. 8 

According to the Sub-Penny Rule, market participants are prohibited from accepting, ranking, or displaying
quotations, orders, or indications of interest in amounts less than a penny. The exception to the Sub-Penny
rule is for quotations, orders, or indications of interest that have a price less than $1.00 per share.

Reg NMS amends the requirements regarding market information under the Market Data Rules. Specifically,
the amendments include the requirements for consolidating, distributing, and displaying market information.
In addition, an Allocation Amendment and Governance Amendment focus on the plans for dissemination of
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market information that modify the allocating plan revenues formulas and expand the participation in the plan
governance.

Compliance Dates 9 

Two key provisions of Regulation NMS, Rules 610 and 611, are fully effective on October 8, 2007. 10  
Member organizations will need to assure their ability to comply with these dates as the full implementation of
Rules 610 and 611 comes into effect.

Rule 610 requires fair and non-discriminatory access to quotations, establishes a limit on access fees, and
requires each national securities exchange and national securities association to adopt, maintain and enforce
written rules that prohibit their members from engaging in a pattern or practice of displaying quotations that
lock or cross protected quotations.

Rule 611 requires trading centers to establish, maintain, and enforce written policies and procedures
reasonably designed to prevent the execution of trades at prices inferior to protected quotations displayed by
other trading centers, subject to applicable exceptions.

On March 5, 2007, electronic communication networks (ECNs) and exchanges were to begin complying

with the Trading Phase of Regulation NMS. 11   This Trading Phase date is the final date for full operation
of Regulation NMS-compliant trading systems of all automated trading centers that intend to qualify their
quotations for tradethrough protection under Rule 611 during the Pilot Stocks Phase and the All Stocks Phase
(see below). The period from March 5 until July 9, 2007 is the Trading Phase.

The Trading Phase is designed to provide industry participants with an opportunity to gain experience with
the new or modified systems of all automated trading centers that will display protected quotations during the
phase-in periods. For example, industry participants will be able to test the effectiveness of their policies and
procedures under Rules 610 and 611 before any liability attaches under the Rules.

July 9, 2007 - Pilot Stocks Phase Date

This will be the start of full industry compliance with Rules 610 and 611 for 250 NMS stocks (100 NYSE
stocks, 100 NASDAQ stocks, and 50 Amex stocks). The revised Pilot Stocks Phase will extend from July 9,
2007 until August 20, 2007.

The particular pilot stocks will be chosen by the primary listing market, in consultation with the SEC, to be
reasonably representative securities. The primary purpose of the Pilot Stocks Phase is to allow market
participants to verify the functionality of their policies, procedures and systems that are necessary to comply
with the Rules .

August 20, 2007 - All Stocks Phase Date

This marks the start of full industry compliance with Rules 610 and 611 for all remaining NMS stocks. The
revised All Stocks Phase will extend from August 20, 2007 until October 8, 2007.

October 8, 2007 - Completion Date

This will mark the completion of phased-in compliance with Rules 610 and 611. Member organizations must
assure that all necessary operational and compliance measures are in place to meet the SEC's phase-in
dates.

Best Execution Obligations

Reg NMS and the trade-through provision of Rule 611 supplement, but do not supplant, the requirement that
member organizations comply with their best execution obligation. Member organizations must continue to
provide best execution of customer market orders. Reasonable diligence must be used to obtain the best
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price when a trade is executed on behalf of a customer. Member organizations must continue to review and

evaluate which markets would be best for routing customer orders. 12   Furthermore, member organizations
that execute customer orders internally are responsible for executing orders at the best price.

Intermarket Sweep Orders

An Intermarket Sweep Order (“ISO”) is a limit order for an NMS stock that is identified as an ISO when
routed to a trading center and, simultaneously with the routing of the limit order, one or more additional limit
orders are routed to execute against all better-priced protected quotations displayed by other trading centers

up to their displayed size. 13   Under this exception to the Order Protection Rule (Reg NMS Rule 611), a
trading center may execute an order that has been identified as an ISO regardless of better-priced protected
quotations at other trading centers because it is premised on the condition that the trading center or broker-
dealer responsible for routing the ISO will have attempted to access all better-priced protected quotations.
According to the Commission, this exception facilitates the execution of certain types of orders, such as large

block orders. 14 

Record-Keeping Requirements

Reg NMS requires that any policies and procedures created by firms as part of the requirements under Reg

NMS must be preserved. 15   Firms are reminded of the obligation to retain records relating to their business

and to make such records accessible to regulators. 16 

Supervision

In order to comply with Rules 610 and 611, and pursuant to NYSE Rule 342, member organizations will need
to assure their ability to comply with these dates as the full implementation of Rules 610 and 611 comes
into effect. Also, member organizations will still be required to consider all displayed quotations during the
review of the quality of execution of the market centers for routed orders. It is important to note that member

organizations must consider all quotations, which would include nonautomated quotations. 17 

Questions regarding this Information Memo may be directed to Peter Bon Viso at (212) 656-5621 or David De
Gregorio at (212) 656-4166.

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  15 U.S.C. 78a, et al.
2  Exchange Act Release No. 34-51808 (June 9, 2005), 70 FR 37496 (June 29, 2005) ("NMS Release").

See also, NYSE Information Memo 06-70 (September 29, 2006) for guidance on Implementation of the
NMS Linkage Plan - NYSE Rules 15 and 15A.
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3  See Footnote 2. See also, Exchange Act Release No. 34-51808 at p. 283 and Exchange Act Release
No. 34-51808A (December 28, 2005), 71 FR 232 (January 4, 2006) for a description of the re-
designation of the national market system rules.

4  17 CFR 240.610.
5  17 CFR 240.611.
6  17 CFR 240.612.
7  See Exchange Act Release No. 34-53829 (May 18, 2006), 71 FR 30037 (May 24, 2006). See also,

NYSE Information Memo 06-70 (September 29, 2006) for guidance on Implementation of the NMS
Linkage Plan - NYSE Rules 15 and 15A. The purpose of the linkage plan is to enable Participant
Markets to act jointly in planning, developing, operating and regulating the system that will electronically
link them to each other and to facilitate compliance with Rules 610 and 611.

8  Exchange Act Release No. 34-55160 (January 24, 2007), 72 FR 19 (January 30, 2007).
9  See Footnote 8.

10  The initial compliance date for Rules 610 and 611 was June 29, 2006, and has been extended by the
Commission. See Footnote 8.

11  See also, SEC Press Release 2007-29 (March 2, 2007).
12  See also, Rule 605 ("Disclosure of Order Execution Information") 17 CFR 240.605 (renumbered from

Exchange Act Rule 11Ac1-5). Rule 605 requires, among other things, that markets make available
reports of statistical information concerning order executions. See also, Rule 606 ("Disclosure of Order
Routing Information") 17 CFR 240.606 (renumbered from Exchange Act Rule 11Ac1-6). Rule 606
requires, among other things, that broker-dealers make available a report on their routing of non-directed
orders in covered securities. In addition, if requested by a customer, broker-dealers must disclose
the venue to which the customer's orders were routed for execution and the execution time of the
transactions that resulted from the orders.

13  See Rule 600(b)(30).
14  See Footnote 2.
15  See Footnote 2. See also, Rule 611.
16  See Exchange Act Rules 17a-3 and 17a-4. See also, NYSE Rule 440 ("Books and Records").
17  See Footnote 4.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 07-43

Click to open document in a browser

May 9, 2007

   ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER AND COMPLIANCE,
REGULATORY, AND LEGAL DEPARTMENTS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: REQUIREMENTS FOR CONDUCTING A PUBLIC BUSINESS ON THE TRADING FLOOR

This Information Memo serves as a reminder of existing NYSE policy and other regulatory requirements
related to member organizations conducting, or intending to conduct, a public business on the NYSE Floor.

Series 7 / 7A Registration, Dual Employment, and “Pork Chop” 1   Arrangements

Every natural person (e.g., a Trading Assistant) 2   who is associated with a member organization qualified
to conduct a public business must pass the Series 7 examination before participating in the conduct of such

public business on the Floor with other than “professional customers.” 3   A natural person associated with a
qualified member organization, seeking to participate in conducting a public business from the Floor solely
with professional customers, must pass either the Series 7 or the Series 7A examination. All registration

candidates must submit a Form U4 4   and a fingerprint card to Web CRD.

A registered person affiliated with a non-qualified member organization (i.e., not qualified to conduct public
business) may simultaneously work as a part-time employee of a qualified member organization and may
conduct a public business through such qualified member organization. The member organizations employing
such part-time registered representative are responsible for supervising such person's activities performed
on its behalf. Accordingly, the public customer accounts must be recorded on the books of the employing,
qualified member organization and such employing, qualified member organization is responsible for knowing
the customers pursuant to NYSE Rule 405 and for monitoring the activity of the customer accounts.

Registered representatives may not bill public customers directly. The qualified member organization
employer must bill and receive all commissions generated from the public business and then may make
payment to the registered representative. A Floor employee who receives compensation for services
rendered in excess of $200 per year from another member organization must become employed by and

registered with such member organization. 5   In all dual employment arrangements, both the primary and
secondary employers must file a Form U4. Each Form U4 must reflect all employment associations of the
dual employee.

Floor employees, such as Trading Assistants, who are party to “pork chop” arrangements are subject to the
requirements outlined above with respect to both registration and supervision.

General Guide for Conducting a Public Business on the Trading Floor

Member organizations that conduct a public business on the Floor must:

• Provide for supervision of full-time and part-time registered representatives (see NYSE Rule

342) by an individual qualified by a Series 9/10 (“Branch Office Manager”) examination 6   or
another examination acceptable to the NYSE which demonstrates competency relevant to assigned

responsibilities. 7 
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• Employ a qualified Compliance Official. 8   If a member organization's commissions and other
fees from their public business (retail and institutional) were $500,000 or greater in the preceding
calendar year, then the Compliance Official must pass the Series 14 (Compliance Official Qualification
Examination) examination.

• Employ a person qualified by the Series 27 (“Financial and Operations Principal”) or Series 28
(“Introducing Broker-Dealer/Financial and Operations Principal”) examinations.

• Ensure that any individual having the status or performing the function of a “principal executive officer”

has the appropriate qualifications. 9 

• Comply with applicable state registration requirements 10   prescribed for conducting a public
business.

• Provide for an annual audit of financial statements and reports conducted in accordance with the
audit requirements of the NYSE and of the applicable requirements of the SEC by independent public
accountants (see NYSE Rule 418).

• Meet capital requirements prescribed for conducting a public business (see Securities Exchange Act
(“Exchange Act”) Rule 15c3-1 and NYSE Rules 325 and 326).

• Maintain fidelity bond coverage (see NYSE Rule 319).

• Maintain purchase & sale blotters, order tickets, and account documents and make them available for

NYSE review (see Exchange Act Rules 17a-3 and 17a-4 and NYSE Rules 410, 418 and 440). 11 

• File and update organizational documents, as required (see NYSE Rules 304, 311, 312 and 313).

• Maintain a current Form BD (see Exchange Act Rule 17a-3(a)(12)(i)(H)).

• File FOCUS PART II monthly for Carrying Firms. 12 

• File FOCUS PART IIA quarterly for Introducing Firms 13 

• Be party to an approved carrying agreement pursuant to NYSE Rule 382, unless self-clearing.

• Comply with “Know your Customer” responsibilities (see NYSE Rule 405).

• Promptly update all applicable organizational information related to its business via the NYSE's
Electronic Filing Platform (“EFP”) and certify quarterly that such information is accurate (see NYSE

Rule 416A). 14 

• Ensure that its Anti-Money Laundering Compliance Program (required pursuant to NYSE Rule 445)

adequately addresses the public business conducted. 15 

• Ensure that its Business Continuity Plan (required pursuant to NYSE Rule 446) adequately addresses

public customers. 16 

• Ensure that electronic and other communications are maintained and retained in compliance with the
requirements of NYSE Rule 440 and Exchange Act Rule 17a-4. Such communications include, but are
not limited to, email, instant messaging, and “market looks” transmitted from a Floor broker's hand-held
device.

• Develop, establish and effectively maintain adequate controls over each of its business activities
pursuant to NYSE Rule 342.23. Such controls must provide for the establishment of procedures for
independent verification and testing of those business activities. An ongoing analysis, based upon
appropriate criteria, may be employed to assess and prioritize those business activities requiring
independent verification and testing. Exempted from the “independent verification and testing”
requirement are member organizations that do not conduct a public business, or have a capital
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requirement of $5,000 or less, or employ ten or fewer registered representatives. Note, however, that
no member organization is exempt from the general requirement to have adequate controls over each
of its business activities.

• Prevent the execution of trades at prices inferior to protected quotations displayed by other market
centers and comply with all obligations pursuant to SEC Regulation NMS (“National Market System”).
17 

• Prepare and submit to the Exchange, pursuant to NYSE Rule 342.30, an Annual Report by April 1 st

of each year. The Annual Report must address the member organization's supervision and compliance
efforts during the preceding calendar year, as well as ongoing compliance processes and procedures.
The report must also include a certification, signed by the member organization's Chief Executive
Officer (“CEO”), that processes are in place to establish, maintain and review policies and procedures
reasonably designed to achieve compliance with applicable Exchange rules and federal securities laws
and regulations. The certification must be made in conformity with the provisions of Rule 342.30(e)
which require, in part, that the processes certified to have been evidenced in a written report (the
“process report”) and that such report has been reviewed by the CEO, by the member organization's
Chief Compliance Officer (“CCO”), and by other such officers of the member organization as the

organization may deem necessary to make the certification. 18 

• Comply with all other relevant NYSE Rules, Regulations, Information Memos, and Interpretive
Guidance, as well as other applicable SRO and federal rules and regulations.

Errors and Erroneous Reports

Exchange Rule 134(d) prohibits a member from effecting transactions on the Floor unless the member
utilizes an error account maintained by his or her member organization or participates with his or her member

organization in an error account. 19   All Floor related error and erroneous report transactions must be
documented using the Mandatory Error Account Detail Log and maintained with the relevant records of each
transaction. In addition, under certain circumstances, this account can be used to process an “erroneous

report” given to a non-member for whom a member organization executed an order. 20   Error accounts must
only be used to process bona fide error and erroneous report transactions. Each error or erroneous report
transaction must be adequately documented and records pertaining to such transactions must be maintained
and preserved pursuant to the requirements of Exchange Act Rule 17a-4.

Floor Communications

Member organization personnel while on the Floor are not permitted to use any wireless communications
devices unless specifically approved by the Exchange.

NYSE Rule 36.20 21   provides, in part, that:

With the approval of the Exchange, a Floor broker or Registered Competitive Market Maker (RCMM),
as defined in Rule 107A may maintain a telephone line or use an Exchange authorized and provided
portable telephone which permits a non-member off the Floor to communicate with a member or
member organization on the Floor. In addition, any Floor broker receiving orders from the public over
portable phones must be properly qualified under Exchange rules to conduct such public business
(see, for example, NYSE Rules 342 and 345.) The use of a portable telephone on the Floor other than
one authorized and issued by the Exchange is prohibited.

Furthermore, the use of wireless data devices on the Floor is limited by the NYSE policy. 22   Currently,
member organization personnel are prohibited from using wireless enabled devices such as Blackberrys,

laptop computers, 23   wireless text pagers, or cellular telephones (except by Floor brokers and RCMMs who

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

384

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE134%28d%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE17a-4/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE36.20/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE342/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE345/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


have been approved to use NYSE authorized and issued portable phones as part of a pilot program approved

by the SEC and subject to certain conditions and restrictions). 24 

Questions regarding the “Floor Communications” section may be directed to Gordon Brown at (212)
656-5321. Other questions may be directed to Stephen Kasprzak at (212) 656-5226, Cory Figman at (212)
656-4893 or to your Finance Coordinator.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  "Pork chop" is a Floor term that refers to an arrangement where a Floor employee at a booth answers
the phone, receives an order for, passes such order to, and is compensated by, a Floor broker other
than the registered owner of the booth.

2  See NYSE Member Education Bulletin 2005-19 (November 11, 2005), which provides guidance on the
scope of permissible activities by trading assistants and booth clerks under NYSE rules.

3  A professional customer includes a bank, trust company, insurance company, investment trust, state or
political subdivision thereof, charitable or nonprofit educational institution regulated under the laws of
the United States, or any state, or pension or profit sharing plan subject to ERISA or of an agency of the
United States or of a state or a political subdivision thereof or any person who has a net worth of at least
$45 million of which $40 million are financial assets (NYSE Interpretation Handbook Rule 345.15/02).

4  Uniform Application for Securities Industry Registration or Transfer.
5  See NYSE Rule 350(b).
6  The Series 9/10 examination qualifies an individual to supervise equities, options, and municipals.
7  The Series 24 examination (if taken after 7/1/01) or the Series 12 examination qualifies an individual to

supervise equities only. See, NYSE-SR-2007-41 (April 19, 2007) and Release No. 34-55670 (April 25,
2007), in which the NYSE filed for immediate effectiveness the rescission of the Series 12 examination.
The Series 12 examination is being rescinded primarily because its content is now covered by the Series
10 examination, which is the general securities portion of the Series 9/10 examination. The Series 12
qualification status will still be recognized after the examination is rescinded for those individuals who
have taken the examination prior to the rescission date. For further reference, see Information Memo 07-
32 (April 11, 2007), which discusses the rescission of the Series 12 examination.

8  See NYSE Rule 342.13.
9  See NYSE Rules 311(b)(5), 304(b), and their Interpretations. See also Information Memo 05-69

(September 16, 2005), which discusses amendments to Rule 311 pertaining to dual, multi, or
codesignation of principal executive officers.

10  State registration requirements apply based on the residence of the beneficial owner of the account.
See also NYSE Information Memo No. 03-18. Since registration requirements differ from state to
state, member organizations should consult with their compliance department or attorneys for further
information about requirements.
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11  For more information regarding record retention requirements, see NYSE Information Memos No. 03-
07, 03-16, 03-18, and 03-51.

12  See Exchange Act Rules 17a-5(a)(2)(i) and 17a-5(a)(2)(ii) and Interpretation /01 to Rule17a-5(a)(2)(i) in
the NYSE Interpretation Handbook).

13  See Exchange Act Rules 17a-5(a)(2)(iii) and 17a-5(a)(2)(iv).
14  See NYSE Information Memo 04-61.
15  See NYSE Information Memos No. 02-21, 02-34, 02-46, 02-64, 03-32, and 06-4.
16  See NYSE Information Memos No. 04-24, 05-80, and 06-30.
17  See Securities Exchange Act Release No. 51808 (June 9, 2005), 17 CFR Parts 200, 201, 230, 240, 242,

249 and 270; see also, 70 FR 374496 (June 29, 2005).
18  For additional information regarding the application of NYSE Rule 342.30, see NYSE Information Memos

No. 05-101, dated December 16, 2005; No. 06-8, dated March 13, 2006; and No. 07-9, dated January
23, 2007.

19  See NYSE Information Memo 06-63 (August 28, 2006).
20  See NYSE Rule 411(a)(ii) and NYSE Information Memo 06-63.
21  See Securities Exchange Act Release No. 47671 (April 10, 2003), 68 FR 19048 (April 17, 2003)

(SRNYSE-2002-11).
22  See Securities and Exchange Act Release No. 35931 (June 30, 1995), 60 FR 35767 (July 11, 1995)

(SR-NYSE-95-22); See also, Securities and Exchange Act Release No. 39379 (December 1, 1997), 62
FR 64615 (December 8, 1997) (SR-NYSE-97-17).

23  A specialist unit may maintain wired or wireless devices that have been registered with the Exchange,
such as computer terminals or laptops, to communicate only with the system employing the firm's
algorithms and with individual algorithms. See NYSE Rule 36.30.

24  For additional information concerning Floor communications, please refer to NYSE Information Memos
No. 02-60, 03-18, 05-5, and 05-37 as well as Market Surveillance Member Education Bulletins 2003-4,
2005-6, and 2005-23.
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May 9, 2007

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: iShares® Dow Jones U.S. Telecommunications Sector Index Fund-Change to Underlying Index

iShares® Dow Jones U.S. Telecommunications Sector Index Fund (“Fund”) (Symbol: IYZ) is currently
listed on the New York Stock Exchange. Barclays Global Fund Advisors, the investment adviser of
the Fund (“BGFA” or “Adviser”) has announced a change in the underlying index for the Fund, as
described herein. As discussed in the April 3, 2007 Supplement to the iShares Trust prospectus
and Statement of Additional Information, currently, the investment objective of the Fund is to seek
investment results that correspond generally to the price and yield performance, before fees and
expenses, of the Dow Jones U.S. Telecommunications Index (the “Current Index”). Dow Jones &
Company has notified BGFA that it has created the Dow Jones U.S. Select Telecommunications Index
(the “New Index”) to replace the Current Index. The New Index, although currently consisting of many
of the same securities as the Current Index, generally is less concentrated in the stock of single issuers
than the Current Index.

The iShares Dow Jones U.S. Telecommunications Sector Index Fund will begin tracking the Dow Jones U.S.
Select Telecommunications Index on May 9, 2007. The Dow Jones U.S. Select Telecommunications Index is
a subset of the Wilshire 2500 Index. The Index is a free-float adjusted market capitalization-weighted index
and includes telecommunications companies in the Wilshire 2500 Index.

The Adviser is registered under the Investment Advisers Act of 1940. SEI Investments Distribution Co. is the
principal underwriter and distributor of Creation Unit Aggregations of iShares (as described below).

Shares of the Fund are issued on a continuous offering basis in groups of Shares, or multiples thereof. These
“groups” of shares are called “Creation Unit Aggregations.” The Fund will issue and redeem Shares only in
Creation Unit Aggregations of 50,000 Shares. All orders to purchase Shares in Creation Unit Aggregations
must be placed through an Authorized Participant. An Authorized Participant must be either a “Participating
Party”, i.e., a broker-dealer or other participant in the clearing process through the National Securities
Clearing Corporation Continuous Net Settlement System or a Depository Trust Company participant, and in
each case, must enter into a Participant Agreement. The Fund imposes a transaction fee in connection with
the issuance and redemption of Shares to offset transfer and other transaction costs.

The NAV for the Fund is calculated and disseminated daily. The Fund's NAV is calculated by IBT. IBT
disseminates the information to BGI, SEI and others, including the NYSE. The Fund's NAV is published in a
number of places, including, www.ishares.com and on the Consolidated Tape.

For a more complete description of the Fund and the underlying index, visit www.ishares.com.

Principal Risks

Interested persons are referred to discussion in the Fund's prospectus of principal risks of an investment
in the Fund. These include tracking error risk (factors causing a Fund's performance to not match the
performance of the underlying index), market trading risk (for example, trading halts, trading above or below
net asset value), stock market risk, investment style risk, investment approach risk, concentration risk, non-
diversification risk, issuer-specific risk, management risk, and lack of market liquidity.

Hours of Trading

Trading in the Fund will be 9:30 a.m. until 4:15 p.m.
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Exchange Rules Applicable to the Trading of ETFs

The rules applicable to ETFs are applicable to this Fund since this Fund falls within the definition of an
Investment Company Unit, as provided in Paragraph 703.16 of the Listed Company Manual and NYSE Rule
1100.

Application of Certain NYSE Rules to ETFs

Rule 104 - NYSE Rules 104.20 and 104.21 establish a capital requirement for specialists of $500,000
per ETF. A specialist unit registered only in an ETF would be subject to the $1,000,000 minimum capital
requirement of Rule 104.20.

In addition, Rule 104 governs specialist market making in ETFs. In particular, the rule permits specialists
to engage in “parity” transactions on direct destabilizing ticks without obtaining Floor Official approval. A
“parity” transaction in an ETF would be a trade to bring the security into line with the value of the securities
comprising the ETF, or the value of a futures contract on the index on which the ETF is based.

Rule 13 - NYSE Rule 13.30 provides that stop and stop limit orders in an Investment Company Unit shall be
elected by a quotation, but specifies that if the electing bid on an offer is more than 0.10 point away from the
last sale and is for the specialist's dealer account, prior Floor Official approval is required for the election to be
effective. This rule applies to Investment Company Units generally.

Rule 36.30 - NYSE Rule 36.30 governs the establishment of telephone or electronic communications
between the NYSE's trading floor and any other location. Rule 36 provides that a specialist registered in an
ETF may use a telephone or order entry terminal to enter an order in the ETF itself, in a component security
of the ETF, or in an options or futures contract related to the ETF. In addition, the specialist may use a post
telephone to obtain market information with respect to such ETFs, options, futures, or component securities.
The text of Rule 36 makes clear that if an order in a component security of such ETF is to be executed on the
NYSE, the order must be entered in compliance with NYSE Rule 112(c) and SEC Rule 11a2-2(T) (described
below), and must be entered only for the purpose of hedging a position in the ETF.

The specialist may not use the post wire to call a specialist on the NYSE registered in a component stock
of the ETF to enter an order, nor may the specialist use a SuperDOT terminal to send an order directly via
SuperDOT to another specialist. The specialist registered in an ETF is not registered in the component
stocks, and therefore is not permitted to initiate an “on Floor” order in such a stock.

NYSE members, including specialists, are permitted to enter an “off-Floor” order. NYSE Rule 112(c) codifies
the principle that a member may use a “communication facility” on the Floor of the NYSE to call an off-Floor
location and enter a proprietary order. The order is deemed to be an “off-Floor” order (i.e., not an order
initiated on the Floor, referred to as an “on Floor” order), provided the order is routed through a clearing firm's
order room off the Floor, and is transmitted to the Floor for execution by an unaffiliated member. This latter
provision is consistent with SEC Rule 11a2-2(T), which permits executions of off-floor member proprietary
orders by unaffiliated members. These rules do not impose restrictions on the types of orders which may
be executed pursuant to the exemptive relief provided. Under Rule 36.30, any orders in a component stock
of an ETF entered for execution on the NYSE from the specialist's post, either by telephone or by means
of a SuperDOT terminal, would have to be routed through a clearing firm's order room off the Floor and
transmitted back to the Floor for execution without the specialist in the ETF interacting with the order or
participating in the execution in any way.

Rule 123C - Market-on-Close/ Limit-At-The-Close Orders - Orders in ETFs are not subject to the NYSE's Rule
123C Market-On-Close (“MOC”)/ Limit-at-the-Close (“LOC”) procedures concerning order entry limitations,
cancellation of orders during a regulatory halt, imbalance publications, and any other limitations or procedures
with respect to MOC/LOC procedures. A MOC/LOC order in an ETF can be entered at any time without
regard to the limitations of Rule 123C. In addition, the closing price of an ETF will not be subject to publication
of imbalances under Rule 123C.
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Rule 123D- Pre-Opening Price Indications Policy - Similarly, the NYSE's policies regarding mandatory
dissemination of pre-opening price indications (other than ITS pre-opening notifications) in the case of
significant order imbalances and potentially large price dislocation from the prior close do not apply to ETFs.

Both the MOC/LOC procedures and the mandatory pre-opening price indications policy are intended to
solicit offsetting contra side interest to minimize price dislocation. This rationale does not apply in the case of
ETFs, which are derivatively priced in relation to, among other things, the values of the underlying component
securities, regardless of the extent of an order imbalance.

Rule 105(m) - NYSE Rule 105(m), which prohibits affiliates of specialist units from acting as a primary
market maker in the option on a specialty security, permits such activity with respect to options on a Fund
for affiliates of specialists that have Rule 98 approved procedures in place. The Exchange believes that, as
ETFs are derivatively priced, the conflicts of interest with respect to market making in both the underlying
security and its corresponding option are minimized in this case. The Exchange will also permit a NYSE Rule
98 affiliate of the ETF specialist to act in a market making capacity (but not as a specialist) in the ETF itself on
another market center.

Rule 98 - NYSE Rule 98 provides that affiliates of a specialist organization can receive an exemption from
certain rules applicable to specialists (principally impacting proprietary trading and investment banking),
provided they establish a system of information barriers between themselves and the affiliated specialist. One
of the conditions for the Rule 98 exemption is that the specialist organization be capitalized separate and
apart from any affiliate. The Exchange has deleted this requirement in the case of a specialist organization
that is registered only in ETFs. The Exchange believes that the separate capitalization requirement is not
required in such case, and that the question of adequacy of capital can be appropriately addressed by the
special allocation committee which will allocate the ETF. However, a specialist organization that is registered
only in ETFs will remain subject to the minimum capital requirements specified in Rule 104.20.

Exemptive, Interpretive and No-Action Relief Under Federal Securities Regulations and NYSE Rules

The Securities and Exchange Commission (“SEC”) has issued exemptive, interpretive and no-action relief
from certain provisions of and rules under the Act applicable to trading in the above-mentioned Fund. In
addition, the SEC has approved an NYSE interpretive position with respect to the NYSE's short sale rule.
Members and member organizations are referred to the SEC Letter dated October 24, 2006 from James
Brigagliano, Associate Director, SEC Division of Market Regulation, to Stuart M. Strauss, Clifford, Chance
(Class Action Relief for Exchange Traded Index Funds). A description of the SEC's exemptive relief follows;
however, in the event of any discrepancy between this description and the SEC Letter, the text of the SEC
Letter controls.

Short Sale Rules - Transactions in ETFs will not be subject to “tick” requirements of the short sale rule of the
Commission (Rule 10a-1) or the Exchange (Rule 440B). Short orders must be marked SHORT or SHORT
EXEMPT. (See paragraph below regarding Rule 200(g) of Regulation SHO.)

Rule 200(g) of Regulation SHO - The SEC Division of Market Regulation has stated that the Division will
not recommend enforcement action under Rule 200(g) of Regulation SHO if a broker-dealer marks “short”
rather than “short exempt” a short sale effected in the Funds pursuant to the exemptions from the price test of
Rule 10a-1 that have been granted, subject to specified conditions, including that a broker-dealer executing
exempt short sales will mark such sales as “short” and in no event will such sales be marked “long”. (See
letter from James A. Brigagliano, Assistant Director, Division of Market Regulation, SEC, to Ira Hammerman,
Senior Vice President and General Counsel, Securities Industry Association, dated January 3, 2005.)

Regulation M Exemptions - Generally, Rules 101 and 102 of Regulation M prohibit any “distribution
participant” and its “affiliated purchasers” from bidding for, purchasing, or attempting to induce any person
to bid for or purchase any security which is the subject of a distribution until after the applicable restricted
period, except as specifically permitted in Regulation M. The provisions of the Rules apply to underwriters,
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prospective underwriters, brokers, dealers, and other persons who have agreed to participate or are
participating in a distribution of securities.

The SEC has granted an exemption from Rule 101 under Regulation M to permit persons participating in a
distribution of shares of the Fund to engage in secondary market transactions in such shares during their
participation in such a distribution. In addition, the SEC has granted relief under Regulation M to permit
persons who may be deemed to be participating in the distribution of shares of the above-mentioned Funds
(i) to purchase securities for the purpose of purchasing Creation Unit Aggregations of Fund shares and to
(ii) tender securities for redemption in Creation Unit Aggregations. Further, the SEC has clarified that the
tender of Fund shares to the Fund for redemption does not constitute a bid for or purchase of any of the
Fund's' securities during the restricted period of Rule 101. The SEC has also granted an exemption pursuant
to paragraph (e) of Rule 102 under Regulation M to allow the redemption of Fund shares in Creation Unit
Aggregations during the continuous offering of shares.

Customer Confirmations for Creation or Redemption of Fund Shares (SEC Rule 10b-10) - Broker-dealers
who handle purchases or redemptions of Fund shares in Creation Unit size for customers will be permitted to
provide such customers with a statement of the number of Creation Unit Aggregations created or redeemed
without providing a statement of the identity, number and price of shares of the individual securities tendered
to the Fund for purposes of purchasing Creation Unit Aggregations (“Deposit Securities”) or the identity,
number and price of shares to be delivered by the Trust to the redeeming holder (“Redemption Securities”).
The composition of the securities required to be tendered to the Fund for creation purposes and of the
securities to be delivered on redemption will be disseminated each business day and will be applicable to
requests for creations or redemption, as the case may be, on that day. This exemptive relief under Rule
10b-10 with respect to creations and redemptions is subject to the following conditions:

(1) Confirmations to customers engaging in creations or redemptions must state that all information
required by Rule 10b-10 will be provided upon request;

(2) Any such request by a customer for information required by Rule 10b-10 will be filed in a timely
manner, in accordance with Rule 10b-10(c);

(3) Except for the identity, number and price of shares of the component securities of the Deposit
Securities and Redemption Securities, as described above, confirmations to customers must
disclose all other information required by Rule 10b-10(a).

SEC Rule 14e-5 - An exemption from Rule 14e-5 has been granted to permit any person acting as a dealer-
manager of a tender offer for a component security of the Funds to (1) redeem Fund shares in Creation Unit
Aggregations from the issuer that may include a security subject to such tender offer and (2) to purchase
Fund shares during such tender offer. In addition, a no-action position has been taken under Rule 14e-5 if a
broker-dealer acting as a dealer-manager of a tender offer for a security of the Fund purchases or arranges
to purchase such securities in the secondary market for the purpose of tendering such securities to purchase
one or more Creation Unit Aggregations of shares, if made in conformance with the following:

(i) such bids or purchases are effected in the ordinary course of business, in connection with a basket
of 20 or more securities in which any security that is the subject of a distribution, or any reference
security, does not comprise more than 5% of the value of the basket purchased; or

(ii) purchases are effected as adjustments to such basket in the ordinary course of business as a result
of a change in the composition of the underlying index; and

(iii) such bids or purchases are not effected for the purpose of facilitating such tender offer.

Section 11(d)(1); SEC Rules 11d1-1 and 11d1-2 - Section 11(d)(1) of the Act generally prohibits a person
who is both a broker and a dealer from effecting any transaction in which the broker-dealer extends credit
to a customer on any security which was part of a new issue in the distribution of which he participated as
a member of a selling syndicate or group within thirty days prior to such transaction. The SEC has clarified
that Section 11(d)(1) does not apply to broker-dealers that are not Authorized Participants (and, therefore, do
not create Creation Unit Aggregations) that engage in both proprietary and customer transactions in shares
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of the Fund in the secondary market, and for broker-dealer Authorized Participants that engage in creations
of Creation Unit Aggregations. This relief is subject to specific conditions, including the condition that such
broker-dealer (whether or not an Authorized Participant) does not, directly or indirectly, receive from the fund
complex any payment, compensation or other economic incentive to promote or sell the shares of the ETF to
persons outside the fund complex, other than non-cash compensation permitted under NASD Rule 2830 (I)(5)
(A), (B) or (C). See letter dated November 21, 2005 from Catherine McGuire, Chief Counsel, SEC Division of
Market Regulation, to Securities Industry Association, Derivative Products Committee. The Commission has
also taken a no-action position under Section 11(d)(1) of the Act that broker-dealers may treat shares of the
Fund, for purposes of Rule 11d1-2, as “securities issued by a registered open-end investment company as
defined in the Investment Company Act” and thereby extend credit or maintain or arrange for the extension
or maintenance of credit on shares that have been owned by the persons to whom credit is provided for more
than 30 days, in reliance on the exemption contained in the rule.

SEC Rule 15c1-5 and 15c1-6 - The SEC has taken a no-action position with respect to Rule 15c1-5 and
Rule 15c1-6 as to the required disclosure of control by a broker or dealer with respect to creations and
redemptions of Fund shares and secondary market transactions therein.

Other Matters

Due Diligence - Pursuant to NYSE Rule 405, before a member, member organization, allied member or
employee thereof undertakes to recommend a transaction in ETF shares, such person must exercise due
diligence to learn the essential facts relative to the customer. If any recommendation is made with respect
to such shares, the person making the recommendation should have a reasonable basis for believing, at
the time of making the recommendation, that the customer has such knowledge and experience in financial
matters that he or she may reasonably be expected to be capable of evaluating the risks and any special
characteristics of the recommended transaction, and is financially able to bear the risks of the recommended
transaction. Before a member, member organization or employee thereof recommends a transaction in the
Fund, a determination must be made that the recommendation is in compliance with all applicable Federal
and Exchange rules and regulations, including due diligence obligations under Exchange Rule 405.

Certain Specialist Transactions in ETFs - NYSE Rule 460.10 generally precludes certain business
relationships between an issuer and the specialist in the issuer's securities. Exceptions in the rule, however,
permit specialists in ETF shares to enter into Creation Unit transactions through the Distributor to facilitate
the maintenance of a fair and orderly market. Even so, a specialist Creation Unit transaction may only be
effected on the same terms and conditions as any other investor, and only at the net asset value of the ETF
shares. In addition, a specialist may acquire a position in excess of 10% of the outstanding issue of the ETF
shares. Specialists registered in a security issued by an investment company may purchase and redeem
the investment company unit, or securities that can be subdivided or converted into such unit, from the
investment company as appropriate to facilitate the maintenance of a fair and orderly market in the subject
security.

Trading Halts - In order to halt the trading of an ETF, the Exchange may consider, among other things, factors
such as the extent to which trading is not occurring in the underlying securities and whether other unusual
conditions or circumstances detrimental to the maintenance of a fair and orderly market are present. In
addition, trading in Fund shares is subject to trading halts caused by extraordinary market volatility pursuant
to NYSE Rule 80B.

Prospectus Delivery - Exchange members and member organizations should be mindful of applicable
prospectus delivery requirements under the federal securities laws with respect to transactions in the Fund. In
that regard, the Exchange notes that although NYSE Rule 1100(b) provides for delivery of written descriptions
to customers of Funds that have received an exemption from Section 24(d) of the Investment Company Act,
there is at this time no written description available for the Fund. Members and member organizations are
advised that delivery of a prospectus in lieu of a written description would satisfy the requirements of Rule
1100(b).
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Purchases and Redemptions in Creation Unit Size - Exchange members and member organizations are
hereby informed that procedures for purchases and redemptions of Shares in Creation Unit Size are
described in the Fund's prospectus and Statement of Additional Information, and that Shares are not
individually redeemable but are redeemable only in Creation Unit Size aggregations or multiples thereof.

Surveillance - All Exchange surveillances applicable to trading of equities on the Exchange will apply to
trading in the Shares of the Fund.

Questions concerning the matters discussed in this Memorandum may be addressed as follows:

General Questions on ETFs:

Michael Cavalier, Office of the General Counsel — (212) 656-2474

Questions on Due Diligence:

Stephen A. Kasprzak, Member Firm Regulation — (212) 656-5226

Questions on Exchange Rules:

Daniel M. Labovitz, Market Surveillance — (212) 656-2081

______________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 07-41

Click to open document in a browser

May 9, 2007

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Market Vectors — Global Alternative Energy ETF

The Market Vectors—Global Alternative Energy ETF exchange-traded fund (“ETF”) will be listed and begin
trading on the NYSE, beginning Wednesday, May 9, 2007 under the trading symbol GEX.

This Information Memo reviews the various rules and policies applicable to trading in shares (“Shares”) of the
Fund. The Fund holds both U.S. listed and non-U.S. listed securities.

Background Information on the Fund

The Market Vectors — Global Alternative Energy ETF is issued by Market Vectors ETF Trust (the “Trust”), an
open-end investment company registered under the Investment Company Act of 1940. Van Eck Associates
Corporation (the “Adviser”) is the investment adviser to the Fund.

According to the Fund's prospectus, the Fund's investment objective is to replicate as closely as possible,
before fees and expenses, the price and yield performance of the Ardour Global Alternative Energy Index -
Extra Liquid Series (the “Ardour Global Alternative Energy Index” or “Index”). It is anticipated that the shares
of the Market Vectors-Global Alternative Energy ETF will trade on the Exchange at prices that may differ to
some degree from the net asset value (“NAV”) of the shares. Unlike conventional mutual funds, the Fund
issues and redeems Shares on a continuous basis at NAV only in large specified blocks of 50,000 shares,
each called a Creation Unit. Creation Units are issued and redeemed principally in kind for securities included
in the Fund's index. Except when aggregated in Creation Units, Shares are not redeemable securities of the
Fund.

The Fund will normally invest at least 80% of its total assets in stocks of companies engaged in the
production of alternative fuels and/or technologies related to the production of alternative energy power. This
80% investment policy is non-fundamental and requires 60 days' prior written notice to shareholders before it
can be changed.

The Fund is not managed according to traditional methods of “active” investment management, which involve
the buying and selling of securities based upon economic, financial and market analysis and investment
judgment. Instead, the Fund, utilizing a “passive” or indexing investment approach, attempts to approximate
the investment performance of the Index by investing in a portfolio of securities that generally replicate the
Index.

The Fund issues and redeems shares at NAV only in blocks of 50,000 Shares or multiples thereof. As a
practical matter, only authorized participants may purchase or redeem these Creation Units. A standard
creation transaction fee is charged to each purchaser of Creation Units, as disclosed in the Fund's
prospectus. The fee is the same regardless of the number of Creation Units purchased by an authorized
participant on the same day.

The Index is a rules based index intended to give investors a means of tracking the overall performance
of a global universe of listed companies engaged in the alternative energy industry. The Ardour Global
Index (Composite) (the “AGI Composite Index”) is a modified capitalization weighted, float adjusted index
comprising publicly traded companies engaged in the production of alternative fuels and/or technologies
related to the production of alternative energy power. The AGI Composite Index strives to be inclusive of all
companies worldwide that are principally engaged in the alternative energy. The Ardour Global Alternative
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Energy Index represents the 30 stocks in the AGI Composite Index with the highest average of daily trading
volume and market capitalization.

The Index is calculated using a modified capitalization weighting methodology, adjusted for float. Index
weightings may be modified so as to ensure compliance with the diversification requirements of Subchapter
M of the Internal Revenue Code. The Index (and the AGI Composite Index) is rebalanced quarterly, at the
close of business on the third Friday of each calendar quarter.

Principal Risks

Interested persons are referred to discussion in the Fund's prospectus of principal risks of an investment
in the Fund. These include tracking error risk (factors causing a Fund's performance to not match the
performance of the underlying index), replication management risk, market trading risk (for example, trading
halts, trading above or below net asset value), stock market risk, investment style risk, investment approach
risk, concentration risk, non-diversification risk, issuer-specific risk, management risk, risks of investing in
foreign securities , and lack of market liquidity.

Hours of Trading

Trading in the Fund will be 9:30 a.m. until 4:15 p.m.

Exchange Rules Applicable to the Trading of ETFs

The rules applicable to ETFs are applicable to this Fund since this Fund falls within the definition of an
Investment Company Unit, as provided in Paragraph 703.16 of the Listed Company Manual and NYSE Rule
1100.

Application of Certain NYSE Rules to ETFs

Rule 104 - NYSE Rules 104.20 and 104.21 establish a capital requirement for specialists of $500,000
per ETF. A specialist unit registered only in an ETF would be subject to the $1,000,000 minimum capital
requirement of Rule 104.20.

In addition, Rule 104 governs specialist market making in ETFs. In particular, the rule permits specialists
to engage in “parity” transactions on direct destabilizing ticks without obtaining Floor Official approval. A
“parity” transaction in an ETF would be a trade to bring the security into line with the value of the securities
comprising the ETF, or the value of a futures contract on the index on which the ETF is based.

Rule 13 - NYSE Rule 13.30 provides that stop and stop limit orders in an Investment Company Unit shall be
elected by a quotation, but specifies that if the electing bid on an offer is more than 0.10 point away from the
last sale and is for the specialist's dealer account, prior Floor Official approval is required for the election to be
effective. This rule applies to Investment Company Units generally.

Rule 36.30 - NYSE Rule 36.30 governs the establishment of telephone or electronic communications
between the NYSE's trading floor and any other location. Rule 36 provides that a specialist registered in an
ETF may use a telephone or order entry terminal to enter an order in the ETF itself, in a component security
of the ETF, or in an options or futures contract related to the ETF. In addition, the specialist may use a post
telephone to obtain market information with respect to such ETFs, options, futures, or component securities.
The text of Rule 36 makes clear that if an order in a component security of such ETF is to be executed on the
NYSE, the order must be entered in compliance with NYSE Rule 112(c) and SEC Rule 11a2-2(T) (described
below), and must be entered only for the purpose of hedging a position in the ETF.

The specialist may not use the post wire to call a specialist on the NYSE registered in a component stock
of the ETF to enter an order, nor may the specialist use a SuperDOT terminal to send an order directly via
SuperDOT to another specialist. The specialist registered in an ETF is not registered in the component
stocks, and therefore is not permitted to initiate an “on Floor” order in such a stock.
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NYSE members, including specialists, are permitted to enter an “off-Floor” order. NYSE Rule 112(c) codifies
the principle that a member may use a “communication facility” on the Floor of the NYSE to call an off-Floor
location and enter a proprietary order. The order is deemed to be an “off-Floor” order (i.e., not an order
initiated on the Floor, referred to as an “on Floor” order), provided the order is routed through a clearing firm's
order room off the Floor, and is transmitted to the Floor for execution by an unaffiliated member. This latter
provision is consistent with SEC Rule 11a2-2(T), which permits executions of off-floor member proprietary
orders by unaffiliated members. These rules do not impose restrictions on the types of orders which may
be executed pursuant to the exemptive relief provided. Under Rule 36.30, any orders in a component stock
of an ETF entered for execution on the NYSE from the specialist's post, either by telephone or by means
of a SuperDOT terminal, would have to be routed through a clearing firm's order room off the Floor and
transmitted back to the Floor for execution without the specialist in the ETF interacting with the order or
participating in the execution in any way.

Rule 123C - Market-on-Close/ Limit-At-The-Close Orders - Orders in ETFs are not subject to the NYSE's Rule
123C Market-On-Close (“MOC”)/ Limit-at-the-Close (“LOC”) procedures concerning order entry limitations,
cancellation of orders during a regulatory halt, imbalance publications, and any other limitations or procedures
with respect to MOC/LOC procedures. A MOC/LOC order in an ETF can be entered at any time without
regard to the limitations of Rule 123C. In addition, the closing price of an ETF will not be subject to publication
of imbalances under Rule 123C.

Rule 123D - Pre-Opening Price Indications Policy - Similarly, the NYSE's policies regarding mandatory
dissemination of pre-opening price indications (other than ITS pre-opening notifications) in the case of
significant order imbalances and potentially large price dislocation from the prior close do not apply to ETFs.

Both the MOC/LOC procedures and the mandatory pre-opening price indications policy are intended to
solicit offsetting contra side interest to minimize price dislocation. This rationale does not apply in the case of
ETFs, which are derivatively priced in relation to, among other things, the values of the underlying component
securities, regardless of the extent of an order imbalance.

Rule 105(m) - NYSE Rule 105(m), which prohibits affiliates of specialist units from acting as a primary
market maker in the option on a specialty security, permits such activity with respect to options on a Fund
for affiliates of specialists that have Rule 98 approved procedures in place. The Exchange believes that, as
ETFs are derivatively priced, the conflicts of interest with respect to market making in both the underlying
security and its corresponding option are minimized in this case. The Exchange will also permit a NYSE Rule
98 affiliate of the ETF specialist to act in a market making capacity (but not as a specialist) in the ETF itself on
another market center.

Rule 98 - NYSE Rule 98 provides that affiliates of a specialist organization can receive an exemption from
certain rules applicable to specialists (principally impacting proprietary trading and investment banking),
provided they establish a system of information barriers between themselves and the affiliated specialist. One
of the conditions for the Rule 98 exemption is that the specialist organization be capitalized separate and
apart from any affiliate. The Exchange has deleted this requirement in the case of a specialist organization
that is registered only in ETFs. The Exchange believes that the separate capitalization requirement is not
required in such case, and that the question of adequacy of capital can be appropriately addressed by the
special allocation committee which will allocate the ETF. However, a specialist organization that is registered
only in ETFs will remain subject to the minimum capital requirements specified in Rule 104.20.

Exemptive, Interpretive and No-Action Relief Under Federal Securities Regulations and NYSE Rules

The Securities and Exchange Commission (“SEC”) has issued exemptive, interpretive and no-action relief
from certain provisions of and rules under the Act applicable to trading in the above-mentioned Fund. In
addition, the SEC has approved an NYSE interpretive position with respect to the NYSE's short sale rule.
Members and member organizations are referred to the SEC Letter dated October 24, 2006 from James
Brigagliano, Associate Director, SEC Division of Market Regulation, to Stuart M. Strauss, Clifford, Chance
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(Class Action Relief for Exchange Traded Index Funds). A description of the SEC's exemptive relief follows;
however, in the event of any discrepancy between this description and the SEC Letter, the text of the SEC
Letter controls.

Short Sale Rules - Transactions in ETFs will not be subject to “tick” requirements of the short sale rule of the
Commission (Rule 10a-1) or the Exchange (Rule 440B). Short orders must be marked SHORT or SHORT
EXEMPT. (See paragraph below regarding Rule 200(g) of Regulation SHO.)

Rule 200(g) of Regulation SHO - The SEC Division of Market Regulation has stated that the Division will
not recommend enforcement action under Rule 200(g) of Regulation SHO if a broker-dealer marks “short”
rather than “short exempt” a short sale effected in the Fund pursuant to the exemptions from the price test of
Rule 10a-1 that have been granted, subject to specified conditions, including that a broker-dealer executing
exempt short sales will mark such sales as “short” and in no event will such sales be marked “long”. (See
letter from James A. Brigagliano, Assistant Director, Division of Market Regulation, SEC, to Ira Hammerman,
Senior Vice President and General Counsel, Securities Industry Association, dated January 3, 2005.)

Regulation M Exemptions - Generally, Rules 101 and 102 of Regulation M prohibit any “distribution
participant” and its “affiliated purchasers” from bidding for, purchasing, or attempting to induce any person
to bid for or purchase any security which is the subject of a distribution until after the applicable restricted
period, except as specifically permitted in Regulation M. The provisions of the Rules apply to underwriters,
prospective underwriters, brokers, dealers, and other persons who have agreed to participate or are
participating in a distribution of securities.

The SEC has granted an exemption from Rule 101 under Regulation M to permit persons participating
in a distribution of shares of the above-mentioned Fund to engage in secondary market transactions in
such shares during their participation in such a distribution. In addition, the SEC has granted relief under
Regulation M to permit persons who may be deemed to be participating in the distribution of shares of the
above-mentioned Fund (i) to purchase securities for the purpose of purchasing Creation Unit Aggregations of
Fund shares and to (ii) tender securities for redemption in Creation Unit Aggregations. Further, the SEC has
clarified that the tender of Fund shares to the Fund for redemption does not constitute a bid for or purchase of
any of the Fund's securities during the restricted period of Rule 101. The SEC has also granted an exemption
pursuant to paragraph (e) of Rule 102 under Regulation M to allow the redemption of Fund shares in Creation
Unit Aggregations during the continuous offering of shares.

Customer Confirmations for Creation or Redemption of Fund Shares (SEC Rule 10b-10) - Broker-dealers
who handle purchases or redemptions of Fund shares in Creation Unit size for customers will be permitted to
provide such customers with a statement of the number of Creation Unit Aggregations created or redeemed
without providing a statement of the identity, number and price of shares of the individual securities tendered
to the Fund for purposes of purchasing Creation Unit Aggregations (“Deposit Securities”) or the identity,
number and price of shares to be delivered by the Trust to the redeeming holder (“Redemption Securities”).
The composition of the securities required to be tendered to the Fund for creation purposes and of the
securities to be delivered on redemption will be disseminated each business day and will be applicable to
requests for creations or redemption, as the case may be, on that day. This exemptive relief under Rule
10b-10 with respect to creations and redemptions is subject to the following conditions:

(1) Confirmations to customers engaging in creations or redemptions must state that all information
required by Rule 10b-10 will be provided upon request;

(2) Any such request by a customer for information required by Rule 10b-10 will be filed in a timely
manner, in accordance with Rule 10b-10(c);

(3) Except for the identity, number and price of shares of the component securities of the Deposit
Securities and Redemption Securities, as described above, confirmations to customers must disclose
all other information required by Rule 10b-10(a).
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SEC Rule 14e-5 - An exemption from Rule 14e-5 has been granted to permit any person acting as a dealer-
manager of a tender offer for a component security of the Fund to (1) redeem Fund shares in Creation Unit
Aggregations from the issuer that may include a security subject to such tender offer and (2) to purchase
Fund shares during such tender offer. In addition, a no-action position has been taken under Rule 14e-5 if a
broker-dealer acting as a dealer-manager of a tender offer for a security of the Fund purchases or arranges
to purchase such securities in the secondary market for the purpose of tendering such securities to purchase
one or more Creation Unit Aggregations of shares, if made in conformance with the following:

(i) such bids or purchases are effected in the ordinary course of business, in connection with a basket
of 20 or more securities in which any security that is the subject of a distribution, or any reference
security, does not comprise more than 5% of the value of the basket purchased; or

(ii) purchases are effected as adjustments to such basket in the ordinary course of business as a result
of a change in the composition of the underlying index; and

(iii) such bids or purchases are not effected for the purpose of facilitating such tender offer.

Section 11(d)(1); SEC Rules 11d1-1 and 11d1-2 - Section 11(d)(1) of the Act generally prohibits a person
who is both a broker and a dealer from effecting any transaction in which the broker-dealer extends credit
to a customer on any security which was part of a new issue in the distribution of which he participated as
a member of a selling syndicate or group within thirty days prior to such transaction. The SEC has clarified
that Section 11(d)(1) does not apply to broker-dealers that are not Authorized Participants (and, therefore, do
not create Creation Unit Aggregations) that engage in both proprietary and customer transactions in shares
of the Fund in the secondary market, and for broker-dealer Authorized Participants that engage in creations
of Creation Unit Aggregations. This relief is subject to specific conditions, including the condition that such
broker-dealer (whether or not an Authorized Participant) does not, directly or indirectly, receive from the fund
complex any payment, compensation or other economic incentive to promote or sell the shares of the ETF to
persons outside the fund complex, other than non-cash compensation permitted under NASD Rule 2830 (I)(5)
(A), (B) or (C). See letter dated November 21, 2005 from Catherine McGuire, Chief Counsel, SEC Division of
Market Regulation, to Securities Industry Association, Derivative Products Committee. The Commission has
also taken a no-action position under Section 11(d)(1) of the Act that broker-dealers may treat shares of the
Fund, for purposes of Rule 11d1-2, as “securities issued by a registered open-end investment company as
defined in the Investment Company Act” and thereby extend credit or maintain or arrange for the extension
or maintenance of credit on shares that have been owned by the persons to whom credit is provided for more
than 30 days, in reliance on the exemption contained in the rule.

SEC Rule 15c1-5 and 15c1-6 - The SEC has taken a no-action position with respect to Rule 15c1-5 and
Rule 15c1-6 as to the required disclosure of control by a broker or dealer with respect to creations and
redemptions of Fund shares and secondary market transactions therein.

Other Matters

Due Diligence - Pursuant to NYSE Rule 405, before a member, member organization, allied member or
employee thereof undertakes to recommend a transaction in ETF shares, such person must exercise due
diligence to learn the essential facts relative to the customer. If any recommendation is made with respect
to such shares, the person making the recommendation should have a reasonable basis for believing, at
the time of making the recommendation, that the customer has such knowledge and experience in financial
matters that he or she may reasonably be expected to be capable of evaluating the risks and any special
characteristics of the recommended transaction, and is financially able to bear the risks of the recommended
transaction. Before a member, member organization or employee thereof recommends a transaction in the
Fund, a determination must be made that the recommendation is in compliance with all applicable Federal
and Exchange rules and regulations, including due diligence obligations under Exchange Rule 405.

Certain Specialist Transactions in ETFs - NYSE Rule 460.10 generally precludes certain business
relationships between an issuer and the specialist in the issuer's securities. Exceptions in the rule, however,
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permit specialists in ETF shares to enter into Creation Unit transactions through the Distributor to facilitate
the maintenance of a fair and orderly market. Even so, a specialist Creation Unit transaction may only be
effected on the same terms and conditions as any other investor, and only at the net asset value of the ETF
shares. In addition, a specialist may acquire a position in excess of 10% of the outstanding issue of the ETF
shares. Specialists registered in a security issued by an investment company may purchase and redeem
the investment company unit, or securities that can be subdivided or converted into such unit, from the
investment company as appropriate to facilitate the maintenance of a fair and orderly market in the subject
security.

Trading Halts - In order to halt the trading of an ETF, the Exchange may consider, among other things, factors
such as the extent to which trading is not occurring in the underlying securities and whether other unusual
conditions or circumstances detrimental to the maintenance of a fair and orderly market are present. In
addition, trading in Fund shares is subject to trading halts caused by extraordinary market volatility pursuant
to NYSE Rule 80B. If the end-of-day Index value or IOPV applicable to a Fund is not being disseminated as
required, the Exchange may halt trading during the day in which the interruption to the dissemination of the
Index value or IOPV occurs. If the interruption to the dissemination of the Index value or IOPV persists past
the trading day in which it occurred, the Exchange will halt trading no later than the beginning of the trading
day following the interruption.

Prospectus Delivery - Exchange members and member organizations should be mindful of applicable
prospectus delivery requirements under the federal securities laws with respect to transactions in the Fund. In
that regard, the Exchange notes that although NYSE Rule 1100(b) provides for delivery of written descriptions
to customers of Funds that have received an exemption from Section 24(d) of the Investment Company
Act, there is at this time no written description available for this particular Fund. Members and member
organizations are advised that delivery of a prospectus in lieu of a written description would satisfy the
requirements of Rule 1100(b).

Purchases and Redemptions in Creation Unit Size - Exchange members and member organizations are
hereby informed that procedures for purchases and redemptions of Shares in Creation Unit Size are
described in the Fund's prospectus and Statement of Additional Information, and that Shares are not
individually redeemable but are redeemable only in Creation Unit Size aggregations or multiples thereof.

Surveillance - All Exchange surveillances applicable to trading of equities on the Exchange will apply to
trading in the Shares of the Fund.

Questions concerning the matters discussed in this Memorandum may be addressed as follows:

General Questions on ETFs:

Michael Cavalier, Office of the General Counsel — (212) 656-2474

Questions on Due Diligence:

Stephen A. Kasprzak, Member Firm Regulation — (212) 656-5226

Questions on Exchange Rules:

Daniel M. Labovitz, Market Surveillance — (212) 656-2081

______________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 07-40

Click to open document in a browser

May 4, 2007

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: SHORT SALE EXEMPTION FOR CERTAIN HOLDRS (EXCHANGE RULE 440B / SEC RULE
10a-1)

As previously announced, trading in seventeen Holding Company Depositary Receipts (HOLDRs), a type of
Trust Issued Receipt, began on the NYSE on April 15, 2002 on an unlisted trading privileges (“UTP”) basis.
(See Information Memo 02-15 (April 15, 2002)).

The purpose of this Information Memo is to alert members and member organizations that the Broadband
HOLDRS (BDH) will now be exempt from the short sale rule of the Securities and Exchange Commission
(SEC Rule 10a-1) and the Exchange (Rule 440B), and therefore, any short sale of this security will not have
to be effected on a “plus” or “zero plus” tick.

Also, as a reminder, the following HOLDRs are not exempt from the short sale rule of the Securities and
Exchange Commission (SEC Rule 10a-1) or the Exchange (Rule 440B), and therefore, any short sale of
these securities must be made on a “plus” or “zero plus” tick:

▪ BHH (B2B Internet HOLDRs)

▪ EKH (Europe 2001 HOLDRs)

▪ HHH (Internet HOLDRs)

▪ IIH (Internet Infrastructure HOLDRs)

▪ SWH (Software HOLDRs)

▪ TTH (Telecom HOLDRs)

* * *

Questions concerning the subject of this Information Memo may be addressed to:

Craig Hammond, Managing Director, OGC, at (212) 656-2661.

General questions on Trust Issued Receipts may be addressed to:

Lisa Dallmer, Senior Vice President, Exchange Traded Funds, at (212) 656-2218.

____________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 07-39

Click to open document in a browser

April 30, 2007

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Market Vectors — Russia ETF

The Market Vectors—Russia ETF exchange-traded fund (“ETF”) will be listed and begin trading on the NYSE,
beginning April 30, 2007 under the trading symbol RSX.

This Information Memo reviews the various rules and policies applicable to trading in shares (“Shares”) of the
Fund. The Fund holds both U.S. listed and non-U.S. listed securities.

Background Information on the Fund

Market Vectors — Russia ETF is issued by Market Vectors ETF Trust (the “Trust”), an open-end investment
company registered under the Investment Company Act of 1940. Van Eck Associates Corporation (the
“Adviser”) is the investment adviser to the Fund.

According to the Fund's prospectus, the Fund's investment objective is to replicate as closely as possible,
before fees and expenses, the price and yield performance of the DAXglobal Russia Plus Index (the “Russia
Index”). It is anticipated that the shares of the Market Vectors-Russia ETF will trade on the Exchange at
prices that may differ to some degree from the net asset value (“NAV”) of the shares. Unlike conventional
mutual funds, the Fund issues and redeems Shares on a continuous basis at NAV only in large specified
blocks of 50,000 shares (or multiples thereof), each called a Creation Unit. Creation Units are issued and
redeemed principally in kind for securities included in the Fund's index. Except when aggregated in Creation
Units, Shares are not redeemable securities of the Fund.

The Fund is not managed according to traditional methods of “active” investment management, which involve
the buying and selling of securities based upon economic, financial and market analysis and investment
judgment. Instead, the Fund, utilizing a “passive” or indexing investment approach, attempts to approximate
the investment performance of the Russia Index by investing in a portfolio of securities that generally replicate
the Russia Index.

The Fund will normally invest at least 80% of its total assets in stocks and depositary receipts of publicly
traded companies domiciled in Russia. The Adviser anticipates that, generally, the Fund will hold all of the
securities which comprise the Russia Index in proportion to their weightings in the Russia Index. However,
under various circumstances, it may not be possible or practicable to purchase all of those securities in these
weightings. In these circumstances, the Fund may purchase a sample of securities in the Russia Index.
There also may be instances in which the Adviser may choose to overweight another security in the Russia
Index, purchase securities not in the Russia Index which the Adviser believes are appropriate to substitute for
certain securities in the Russia Index or utilize various combinations of other available investment techniques
in seeking to replicate as closely as possible, before fees and expenses, the price and yield performance of
the Russia Index. The Fund may sell securities that are represented in the Russia Index in anticipation of their
removal from the Russia Index or purchase securities not represented in the Russia Index in anticipation of
their addition to the Russia Index. The Adviser expects that, over time, the correlation between the Fund's
performance and that of the Russia Index before fees and expenses will be 95% or better. A figure of 100%
would indicate perfect correlation.

The Fund will normally invest at least 95% of its total assets in securities that comprise the Russia Index. A
lesser percentage may be so invested to the extent that the Adviser needs additional flexibility to comply with
the requirements of the Internal Revenue Code and other regulatory requirements.
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The Fund's investment objective is to replicate as closely as possible, before fees and expenses, the price
and yield performance of the Russia Index. The Russia Index is only comprised of companies with market
capitalization greater than $100 million that have a daily average traded volume of at least $1 million over the
past six months.

A standard creation transaction fee is charged to each purchaser of Creation Units. The fee is the same
regardless of the number of Creation Units purchased by an authorized participant on the same day. An
authorized participant who holds Creation Units and wishes to redeem at NAV would also pay a standard
redemption transaction fee on the date of such redemption(s), regardless of the number of Creation Units
redeemed that day.

According to the Fund's prospectus, the DAXglobal Russia Plus Index is intended to give investors an
efficient, modified market capitalization weighted investment designed to track the movements of securities
(including depositary receipts) of Russian companies traded on global exchanges. The Russia Index, in the
future, may also include stocks of Russian companies traded on global exchanges. Russia's major industries
include oil & gas exploration and production, telecommunication, steel production, mining, and electricity
generation. The Russia Index is a modified market capitalization weighted index comprised of publicly traded
companies domiciled in Russia. The Russia Index divisor was initially determined to yield a benchmark value
of 100.00 at the close of trading on December 31, 2001. The Russia Index is calculated and maintained by
the Deutsche Borse (the “Index Provider”). The value of the Russia Index is disseminated every 15 seconds
over the Consolidated Tape Association's Network B between the hours of approximately 9:30 a.m. and
4:15 p.m. The Russia Index includes securities of selected companies domiciled in Russia that are listed for
trading on exchanges. Only companies with market capitalization greater than $100 million that have a daily
average traded volume of at least $1 million over the past six months are eligible for inclusion in the Russia
Index.

The Russia Index is calculated using a modified market capitalization weighting methodology. The Russia
Index is weighted based on the market capitalization of each of the component stocks, modified to conform to
the following asset diversification requirements, which are applied in conjunction with the scheduled quarterly
adjustments to the Russia Index:

(1) the weight of any single component stock may not account for more than 10% of the total value of
the Russia Index;

(2) the component stocks are split into two subgroups—large and small, which are ranked by market
capitalization weight in the Russia Index. Large stocks are defined as having a Russia Index weight
greater than or equal to 5%. Small stocks are defined as having a Russia Index weight below 5%; and

(3) the aggregate weight of those component stocks which individually represent more than 4.5% of the
total value of the Russia Index may not account for more than 50% of the total Russia Index value.

The Russia Index is reviewed quarterly so that the Russia Index components continue to represent the
universe of Russian companies. The Deutsche Borse may at any time and from time to time change the
number of stocks comprising the group by adding or deleting one or more stocks, or replace one or more
stocks contained in the group with one or more substitute stocks of its choice, if in the Deutsche Borse's
discretion such addition, deletion or substitution is necessary or appropriate to maintain the quality and/
or character of the Russia Index. Changes to the Russia Index compositions and/or the component share
weights in the Russia Index typically take effect after the close of trading on the third Friday of each calendar
quarter month in connection with the quarterly Russia Index rebalance.

Principal Risks

Interested persons are referred to discussion in the Fund's prospectus of principal risks of an investment
in the Fund. These include tracking error risk (factors causing a Fund's performance to not match the
performance of the underlying index), replication management risk, market trading risk (for example, trading
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halts, trading above or below net asset value), stock market risk, investment style risk, interest rate risk,
investment approach risk, concentration risk, non-diversification risk, issuer-specific risk, management risk,
risks of investing in foreign securities , and lack of market liquidity.

Hours of Trading

Trading in the Fund will be 9:30 a.m. until 4:15 p.m.

Exchange Rules Applicable to the Trading of ETFs

The rules applicable to ETFs are applicable to this Fund since this Fund falls within the definition of an
Investment Company Unit, as provided in Paragraph 703.16 of the Listed Company Manual and NYSE Rule
1100.

Application of Certain NYSE Rules to ETFs

Rule 104 - NYSE Rules 104.20 and 104.21 establish a capital requirement for specialists of $500,000
per ETF. A specialist unit registered only in an ETF would be subject to the $1,000,000 minimum capital
requirement of Rule 104.20.

In addition, Rule 104 governs specialist market making in ETFs. In particular, the rule permits specialists
to engage in “parity” transactions on direct destabilizing ticks without obtaining Floor Official approval. A
“parity” transaction in an ETF would be a trade to bring the security into line with the value of the securities
comprising the ETF, or the value of a futures contract on the index on which the ETF is based.

Rule 13 - NYSE Rule 13.30 provides that stop and stop limit orders in an Investment Company Unit shall be
elected by a quotation, but specifies that if the electing bid on an offer is more than 0.10 point away from the
last sale and is for the specialist's dealer account, prior Floor Official approval is required for the election to be
effective. This rule applies to Investment Company Units generally.

Rule 36.30 - NYSE Rule 36.30 governs the establishment of telephone or electronic communications
between the NYSE's trading floor and any other location. Rule 36 provides that a specialist registered in an
ETF may use a telephone or order entry terminal to enter an order in the ETF itself, in a component security
of the ETF, or in an options or futures contract related to the ETF. In addition, the specialist may use a post
telephone to obtain market information with respect to such ETFs, options, futures, or component securities.
The text of Rule 36 makes clear that if an order in a component security of such ETF is to be executed on the
NYSE, the order must be entered in compliance with NYSE Rule 112(c) and SEC Rule 11a2-2(T) (described
below), and must be entered only for the purpose of hedging a position in the ETF.

The specialist may not use the post wire to call a specialist on the NYSE registered in a component stock
of the ETF to enter an order, nor may the specialist use a SuperDOT terminal to send an order directly via
SuperDOT to another specialist. The specialist registered in an ETF is not registered in the component
stocks, and therefore is not permitted to initiate an “on Floor” order in such a stock.

NYSE members, including specialists, are permitted to enter an “off-Floor” order. NYSE Rule 112(c) codifies
the principle that a member may use a “communication facility” on the Floor of the NYSE to call an off-Floor
location and enter a proprietary order. The order is deemed to be an “off-Floor” order (i.e., not an order
initiated on the Floor, referred to as an “on Floor” order), provided the order is routed through a clearing firm's
order room off the Floor, and is transmitted to the Floor for execution by an unaffiliated member. This latter
provision is consistent with SEC Rule 11a2-2(T), which permits executions of off-floor member proprietary
orders by unaffiliated members. These rules do not impose restrictions on the types of orders which may
be executed pursuant to the exemptive relief provided. Under Rule 36.30, any orders in a component stock
of an ETF entered for execution on the NYSE from the specialist's post, either by telephone or by means
of a SuperDOT terminal, would have to be routed through a clearing firm's order room off the Floor and
transmitted back to the Floor for execution without the specialist in the ETF interacting with the order or
participating in the execution in any way.
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Rule 123C - Market-on-Close/ Limit-At-The-Close Orders - Orders in ETFs are not subject to the NYSE's Rule
123C Market-On-Close (“MOC”)/ Limit-at-the-Close (“LOC”) procedures concerning order entry limitations,
cancellation of orders during a regulatory halt, imbalance publications, and any other limitations or procedures
with respect to MOC/LOC procedures. A MOC/LOC order in an ETF can be entered at any time without
regard to the limitations of Rule 123C. In addition, the closing price of an ETF will not be subject to publication
of imbalances under Rule 123C.

Rule 123D - Pre-Opening Price Indications Policy - Similarly, the NYSE's policies regarding mandatory
dissemination of pre-opening price indications (other than ITS preopening notifications) in the case of
significant order imbalances and potentially large price dislocation from the prior close do not apply to ETFs.

Both the MOC/LOC procedures and the mandatory pre-opening price indications policy are intended to
solicit offsetting contra side interest to minimize price dislocation. This rationale does not apply in the case of
ETFs, which are derivatively priced in relation to, among other things, the values of the underlying component
securities, regardless of the extent of an order imbalance.

Rule 105(m) - NYSE Rule 105(m), which prohibits affiliates of specialist units from acting as a primary
market maker in the option on a specialty security, permits such activity with respect to options on a Fund
for affiliates of specialists that have Rule 98 approved procedures in place. The Exchange believes that, as
ETFs are derivatively priced, the conflicts of interest with respect to market making in both the underlying
security and its corresponding option are minimized in this case. The Exchange will also permit a NYSE Rule
98 affiliate of the ETF specialist to act in a market making capacity (but not as a specialist) in the ETF itself on
another market center.

Rule 98 - NYSE Rule 98 provides that affiliates of a specialist organization can receive an exemption from
certain rules applicable to specialists (principally impacting proprietary trading and investment banking),
provided they establish a system of information barriers between themselves and the affiliated specialist. One
of the conditions for the Rule 98 exemption is that the specialist organization be capitalized separate and
apart from any affiliate. The Exchange has deleted this requirement in the case of a specialist organization
that is registered only in ETFs. The Exchange believes that the separate capitalization requirement is not
required in such case, and that the question of adequacy of capital can be appropriately addressed by the
special allocation committee which will allocate the ETF. However, a specialist organization that is registered
only in ETFs will remain subject to the minimum capital requirements specified in Rule 104.20.

Exemptive, Interpretive and No-Action Relief Under Federal Securities Regulations and NYSE Rules

The Securities and Exchange Commission (“SEC”) has issued exemptive, interpretive and no-action relief
from certain provisions of and rules under the Act applicable to trading in the above-mentioned Fund. In
addition, the SEC has approved an NYSE interpretive position with respect to the NYSE's short sale rule.
Members and member organizations are referred to the SEC Letter dated October 24, 2006 from James
Brigagliano, Associate Director, SEC Division of Market Regulation, to Stuart M. Strauss, Clifford, Chance
(Class Action Relief for Exchange Traded Index Funds). A description of the SEC's exemptive relief follows;
however, in the event of any discrepancy between this description and the SEC Letter, the text of the SEC
Letter controls.

Short Sale Rules - Transactions in ETFs will not be subject to “tick” requirements of the short sale rule of the
Commission (Rule 10a-1) or the Exchange (Rule 440B). Short orders must be marked SHORT or SHORT
EXEMPT. (See paragraph below regarding Rule 200(g) of Regulation SHO.)

Rule 200(g) of Regulation SHO - The SEC Division of Market Regulation has stated that the Division will
not recommend enforcement action under Rule 200(g) of Regulation SHO if a broker-dealer marks “short”
rather than “short exempt” a short sale effected in the Fund pursuant to the exemptions from the price test of
Rule 10a-1 that have been granted, subject to specified conditions, including that a broker-dealer executing
exempt short sales will mark such sales as “short” and in no event will such sales be marked “long”. (See
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letter from James A. Brigagliano, Assistant Director, Division of Market Regulation, SEC, to Ira Hammerman,
Senior Vice President and General Counsel, Securities Industry Association, dated January 3, 2005.)

Regulation M Exemptions - Generally, Rules 101 and 102 of Regulation M prohibit any “distribution
participant” and its “affiliated purchasers” from bidding for, purchasing, or attempting to induce any person
to bid for or purchase any security which is the subject of a distribution until after the applicable restricted
period, except as specifically permitted in Regulation M. The provisions of the Rules apply to underwriters,
prospective underwriters, brokers, dealers, and other persons who have agreed to participate or are
participating in a distribution of securities.

The SEC has granted an exemption from Rule 101 under Regulation M to permit persons participating
in a distribution of shares of the above-mentioned Fund to engage in secondary market transactions in
such shares during their participation in such a distribution. In addition, the SEC has granted relief under
Regulation M to permit persons who may be deemed to be participating in the distribution of shares of the
above-mentioned Fund (i) to purchase securities for the purpose of purchasing Creation Unit Aggregations of
Fund shares and to (ii) tender securities for redemption in Creation Unit Aggregations. Further, the SEC has
clarified that the tender of Fund shares to the Fund for redemption does not constitute a bid for or purchase of
any of the Fund's securities during the restricted period of Rule 101. The SEC has also granted an exemption
pursuant to paragraph (e) of Rule 102 under Regulation M to allow the redemption of Fund shares in Creation
Unit Aggregations during the continuous offering of shares.

Customer Confirmations for Creation or Redemption of Fund Shares (SEC Rule 10b-10) - Broker-dealers
who handle purchases or redemptions of Fund shares in Creation Unit size for customers will be permitted to
provide such customers with a statement of the number of Creation Unit Aggregations created or redeemed
without providing a statement of the identity, number and price of shares of the individual securities tendered
to the Fund for purposes of purchasing Creation Unit Aggregations (“Deposit Securities”) or the identity,
number and price of shares to be delivered by the Trust to the redeeming holder (“Redemption Securities”).
The composition of the securities required to be tendered to the Fund for creation purposes and of the
securities to be delivered on redemption will be disseminated each business day and will be applicable to
requests for creations or redemption, as the case may be, on that day. This exemptive relief under Rule
10b-10 with respect to creations and redemptions is subject to the following conditions:

(1) Confirmations to customers engaging in creations or redemptions must state that all information
required by Rule 10b-10 will be provided upon request;

(2) Any such request by a customer for information required by Rule 10b-10 will be filed in a timely
manner, in accordance with Rule 10b-10(c);

(3) Except for the identity, number and price of shares of the component securities of the Deposit
Securities and Redemption Securities, as described above, confirmations to customers must disclose
all other information required by Rule 10b-10(a).

SEC Rule 14e-5 - An exemption from Rule 14e-5 has been granted to permit any person acting as a dealer-
manager of a tender offer for a component security of the Fund to (1) redeem Fund shares in Creation Unit
Aggregations from the issuer that may include a security subject to such tender offer and (2) to purchase
Fund shares during such tender offer. In addition, a no-action position has been taken under Rule 14e-5 if a
broker-dealer acting as a dealer-manager of a tender offer for a security of the Fund purchases or arranges
to purchase such securities in the secondary market for the purpose of tendering such securities to purchase
one or more Creation Unit Aggregations of shares, if made in conformance with the following:

(i) such bids or purchases are effected in the ordinary course of business, in connection with a basket
of 20 or more securities in which any security that is the subject of a distribution, or any reference
security, does not comprise more than 5% of the value of the basket purchased; or

(ii) purchases are effected as adjustments to such basket in the ordinary course of business as a result
of a change in the composition of the underlying index; and
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(iii) such bids or purchases are not effected for the purpose of facilitating such tender offer.

Section 11(d)(1); SEC Rules 11d1-1 and 11d1-2 - Section 11(d)(1) of the Act generally prohibits a person
who is both a broker and a dealer from effecting any transaction in which the broker-dealer extends credit
to a customer on any security which was part of a new issue in the distribution of which he participated as
a member of a selling syndicate or group within thirty days prior to such transaction. The SEC has clarified
that Section 11(d)(1) does not apply to broker-dealers that are not Authorized Participants (and, therefore, do
not create Creation Unit Aggregations) that engage in both proprietary and customer transactions in shares
of the Fund in the secondary market, and for broker-dealer Authorized Participants that engage in creations
of Creation Unit Aggregations. This relief is subject to specific conditions, including the condition that such
broker-dealer (whether or not an Authorized Participant) does not, directly or indirectly, receive from the fund
complex any payment, compensation or other economic incentive to promote or sell the shares of the ETF to
persons outside the fund complex, other than non-cash compensation permitted under NASD Rule 2830 (I)(5)
(A), (B) or (C). See letter dated November 21, 2005 from Catherine McGuire, Chief Counsel, SEC Division of
Market Regulation, to Securities Industry Association, Derivative Products Committee. The Commission has
also taken a no-action position under Section 11(d)(1) of the Act that broker-dealers may treat shares of the
Fund, for purposes of Rule 11d1-2, as “securities issued by a registered open-end investment company as
defined in the Investment Company Act” and thereby extend credit or maintain or arrange for the extension
or maintenance of credit on shares that have been owned by the persons to whom credit is provided for more
than 30 days, in reliance on the exemption contained in the rule.

SEC Rule 15c1-5 and 15c1-6 - The SEC has taken a no-action position with respect to Rule 15c1-5 and
Rule 15c1-6 as to the required disclosure of control by a broker or dealer with respect to creations and
redemptions of Fund shares and secondary market transactions therein.

Other Matters

Due Diligence - Pursuant to NYSE Rule 405, before a member, member organization, allied member or
employee thereof undertakes to recommend a transaction in ETF shares, such person must exercise due
diligence to learn the essential facts relative to the customer. If any recommendation is made with respect
to such shares, the person making the recommendation should have a reasonable basis for believing, at
the time of making the recommendation, that the customer has such knowledge and experience in financial
matters that he or she may reasonably be expected to be capable of evaluating the risks and any special
characteristics of the recommended transaction, and is financially able to bear the risks of the recommended
transaction. Before a member, member organization or employee thereof recommends a transaction in the
Fund, a determination must be made that the recommendation is in compliance with all applicable Federal
and Exchange rules and regulations, including due diligence obligations under Exchange Rule 405.

Certain Specialist Transactions in ETFs - NYSE Rule 460.10 generally precludes certain business
relationships between an issuer and the specialist in the issuer's securities. Exceptions in the rule, however,
permit specialists in ETF shares to enter into Creation Unit transactions through the Distributor to facilitate
the maintenance of a fair and orderly market. Even so, a specialist Creation Unit transaction may only be
effected on the same terms and conditions as any other investor, and only at the net asset value of the ETF
shares. In addition, a specialist may acquire a position in excess of 10% of the outstanding issue of the ETF
shares. Specialists registered in a security issued by an investment company may purchase and redeem
the investment company unit, or securities that can be subdivided or converted into such unit, from the
investment company as appropriate to facilitate the maintenance of a fair and orderly market in the subject
security.

Trading Halts - In order to halt the trading of an ETF, the Exchange may consider, among other things, factors
such as the extent to which trading is not occurring in the underlying securities and whether other unusual
conditions or circumstances detrimental to the maintenance of a fair and orderly market are present. In
addition, trading in Fund shares is subject to trading halts caused by extraordinary market volatility pursuant
to NYSE Rule 80B. If the end-of-day Index value or IOPV applicable to a Fund is not being disseminated as
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required, the Exchange may halt trading during the day in which the interruption to the dissemination of the
Index value or IOPV occurs. If the interruption to the dissemination of the Index value or IOPV persists past
the trading day in which it occurred, the Exchange will halt trading no later than the beginning of the trading
day following the interruption.

Prospectus Delivery - Exchange members and member organizations should be mindful of applicable
prospectus delivery requirements under the federal securities laws with respect to transactions in the Fund. In
that regard, the Exchange notes that although NYSE Rule 1100(b) provides for delivery of written descriptions
to customers of Funds that have received an exemption from Section 24(d) of the Investment Company
Act, there is at this time no written description available for this particular Fund. Members and member
organizations are advised that delivery of a prospectus in lieu of a written description would satisfy the
requirements of Rule 1100(b).

Purchases and Redemptions in Creation Unit Size - Exchange members and member organizations are
hereby informed that procedures for purchases and redemptions of Shares in Creation Unit Size are
described in the Fund's prospectus and Statement of Additional Information, and that Shares are not
individually redeemable but are redeemable only in Creation Unit Size aggregations or multiples thereof.

Surveillance - All Exchange surveillances applicable to trading of equities on the Exchange will apply to
trading in the Shares of the Fund.

Questions concerning the matters discussed in this Memorandum may be addressed as follows:

Questions concerning the matters discussed in this Memorandum may be addressed as follows:

General Questions on ETFs:

Michael Cavalier, Office of the General Counsel — (212) 656-2474

Questions on Due Diligence:

Stephen A. Kasprzak, Member Firm Regulation — (212) 656-5226

Questions on Exchange Rules:

Daniel M. Labovitz, Market Surveillance — (212) 656-2081

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 07-38

Click to open document in a browser

April 25, 2007

   ATTENTION: CHIEF FINANCIAL OFFICERS, CHIEF OPERATIONAL OFFICERS, AND CASHIERING
DEPARTMENT

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: SUPERVISION OF TRADING - BIGHUB.COM INC.

On April 12, 2007 the NASD temporarily halted trading in shares of Bighub.com Inc. (Pink Sheets - Symbol:
BHUB) because it appeared that a significant amount of unregistered shares were being traded. The trade
halt, which began at 7:30 am on April 12, 2007, is scheduled to terminate at 11:59 pm on April 25, 2007, and
trading may resume on Thursday, April 26. See NASD Uniform Practice Advisory (UPC #013-2007) (issued
April 25, 2007) for additional information.

Furthermore, The Depository Trust Company (“DTCC”) issued a special alert regarding BHUB on April
11 which included a notice that DTCC had discontinued all services relating to BHUB, other than custody
services, as of April 11.

Member organizations should monitor information released by BHUB and consider the application of any
and all rules and regulations pertaining to transactions in BHUB shares. The following will serve as general
guidance:

1) Physical share certificates deposited by a customer should be scrutinized for authenticity. In addition, at
a minimum, the shares should be checked against the outstanding shares recognized by the transfer agent.
Firms are reminded of their “know your customer” obligations under NYSE Rule 405 and to obtain and verify
customer information under Section 326 of the USA PATRIOT Act.

2) Any transactions should be undertaken with the knowledge that settlement is uncertain given that DTCC
will not net obligations through the CNS system and that all trades will need to be settled broker-to-broker.

3) Any sales should be effected only to the extent the member organization is confident that delivery can be
made.

4) Member organizations are reminded of their responsibilities to comply with the sales practices

requirements applicable to “penny stocks” pursuant to Rules 15g-1 1   thru 15g-9 2   under the Securities

Exchange Act of 1934 (the “Exchange Act”), 3   and with the requirements of Rule 15c2-11 4   under the
Exchange Act.

Additionally, the Exchange has confirmed the position of the Securities and Exchange Commission staff

relative to the application of Rule 15c3-3(m) 5   (Completion of Sell Orders on Behalf of Customers) and Rule

15c3-3(d)(2) 6   (Requirement to Reduce Securities to Possession or Control under the Exchange Act). Rule
15c3-3 requires member organizations to take prompt steps to buy-in securities to obtain physical possession
or control under paragraph (d)(2) and to complete customer sell orders under paragraph (m). It is the position
of the SEC staff that such buy-in requirements related to BHUB are temporarily suspended until further
notice.

Any questions regarding this Information Memo should be directed to your Finance Coordinator.

___________________________

Grace B. Vogel

Executive Vice President
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Member Firm Regulation
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NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  17 CFR 240.15g-1.
2  17 CFR 240.15g-9.
3  15 U.S.C. 78a et seq.
4  17 CFR 240.15c2-11.
5  17 CFR 240.15c3-3(m).
6  17 CFR 240.15c3-3(d)(2).
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 07-37

Click to open document in a browser

April 25, 2007

   ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, CHIEF FINANCIAL OFFICER/
PARTNER, AND COMPLIANCE AND REGULATORY REPORTING DEPARTMENTS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO NYSE NET CAPITAL RULES

On March 29, 2007, the Securities and Exchange Commission (the “SEC” or the “Commission”) approved 1

   amendments to NYSE Rules 325 and Rule 326 to reflect Commission amendments under the Exchange

Act, including amendments 2   to Exchange Act Rule 15c3-1, 3   that established an alternative method of

computing net capital for broker-dealers. The NYSE amendments also reflect amendments 4   to Commodity
Futures Trading Commission rules (“CFTC”) under the Commodities Exchange Act with respect to minimum
net capital requirements for futures commission merchants.

The NYSE amendments to Rules 325 and 326 are effective immediately.

Background

The Commission's net capital rule, Exchange Act Rule 15c3-1, imposes minimum financial requirements on
broker-dealers. To help ensure that broker-dealers maintain sufficient liquid assets to promptly satisfy their
obligations to their customers and cover potential market and credit risks, the net capital rule requires broker-
dealers to maintain specified minimum levels of capital based upon the nature of their business and whether
they handle customer funds or securities.

On June 8, 2004, the Commission adopted rule amendments 5   under the Exchange Act, including
amendments to Exchange Act Rule 15c3-1, that established a voluntary, alternative method of computing
net capital for certain large broker-dealers that are part of consolidated supervised groups referred to
as consolidated supervised entities. Under the Commission amendments, a broker-dealer may use this
alternative method only if its ultimate holding company agrees to compute group-wide allowable capital and
allowances for market, credit, and operational risk in accordance with the standards adopted by the Basel
Committee on Banking Supervision, and consents to group-wide Commission supervision. The alternative
method of computing net capital permits a broker-dealer to use models, such as “value-at-risk” (“VAR”)
models and scenario analysis, which are already part of its internal risk management control system to
calculate the market risk and derivatives-related credit risk components of its net capital requirement. The
deduction for market risk calculated using internal models replaces the traditional “haircut” approach to

calculating net capital. 6 

Additionally, in 2004, the CFTC amended its Rule 1.17 and adopted certain new “riskbased” capital
requirements applicable to futures commission merchants. CFTC Rule 1.17, as amended, requires a futures
commission merchant to maintain adjusted net capital equal to a specific percentage of the margin required to
be collected under exchange or clearing organization rules for positions carried in customer and noncustomer

accounts. 7 

When NYSE member firms allow their net capital to decline below certain levels they risk non-compliance
with the requirements of Exchange Act Rule 15c3-1. NYSE Rules 325 and 326 are designed to alert the
Exchange before such problems occur, and to enable the Exchange to prevent membership non-compliance
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by restricting the business activities of any member organization whose net capital falls below certain defined
levels.

Amendments to NYSE Rule 325

Rule 325, the Exchange's primary net capital rule, requires NYSE member firms to comply with Exchange
Act Rule 15c3-1 and imposes additional requirements to ensure such compliance. Rule 325(b) requires
a member organization to notify the Exchange if its net capital falls below certain percentages. The
amendments to Rule 325(b)(1) conform to recent CFTC rule changes with respect to risk-based capital

requirements for futures commission merchants. 8 

In addition, the amendments add Rule 325(b)(3) which requires a member organization to provide
concurrently to the Exchange a copy of any report or notification made to the Commission pursuant to

Exchange Act Rule 17a-11 9   or CFTC Rule 1.12. 10   This new requirement is necessary to help ensure that
the Exchange continues to receive timely notification of potential violations of SEC or CFTC minimum capital
requirements.

Amendments to NYSE Rule 326

NYSE Rule 326, which enables the Exchange to restrict a member organization's business activities if its net
capital falls below certain defined levels, uses a two-step approach to prevent membership non-compliance
with Exchange Act Rule 15c3-1. First, Rule 326(a) allows the Exchange to prohibit a member organization
from expanding its business if its net capital falls below specified levels. Second, if a member organization's
net capital falls below lower specified levels, Rule 326(b) allows the Exchange to compel it to reduce its
existing business.

The amendments include the establishment of minimum tentative net capital 11   and net capital levels at
which a member organization using the alternative method of computing net capital under the Commission's
alternative capital rules would be prohibited from expanding its business under Rule 326(a). The amendments
also conform the rule language, with respect to member organizations registered as futures commission
merchants, to the CFTC rule amendments regarding risked-based capital requirements.

The levels prescribed by amended Rule 326(a) for firms subject to the alternative capital requirements (50
percent of the tentative net capital level that triggers Commission notification or a net capital level of less than
$1.25 billion) allow the Exchange, after evaluating a member organization's financial condition, to restrict
business expansion to encourage necessary corrective action by a member organization whose net capital
has fallen to levels that risk violation of Exchange Act Rule 15c3-1.

The amendments to Rule 326(a) also require a futures commission merchant to restrict its business activities
during any period in which its net capital is less than 120 percent of the minimum risked-based capital
requirements of CFTC Rule 1.17.

Amendments to Rule 326(b) provide minimum tentative net capital and net capital levels for reporting by
a firm subject to alternative capital requirements to reduce its business pursuant to prescribed levels (40
percent of the tentative net capital level that triggers Commission notification or net capital of less than $1
billion). These levels allow the Exchange to require a firm to reduce its business when net capital has fallen to
levels that risk violation of Exchange Act Rule 15c3-1.

The amendments to Rule 326(b) also require a member organization to reduce its business if its net capital
falls below 110 percent of the minimum capital requirements of CFTC Rule 1.17 (the same level that would
trigger notification to the CFTC under CFTC Rule 1.12).

The text of Rules 325 and 326, as amended, is attached as Exhibit A.

Any further questions regarding this Information Memo may be directed to your Finance Coordinator.

___________________________
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Grace B. Vogel

Executive Vice President

Member Firm Regulation

Attachments

Exhibit A

Rule 325

Capital Requirements for Member Organizations

General provisions

(a) Each member organization shall comply with the net capital requirements prescribed by Rule 15c3-1
under the Securities Exchange Act of 1934 (the “Exchange Act”) and with the additional requirements of this
Rule 325.

(b)(1) Each member organization subject to this Rule shall promptly, but in any event within 24 hours, notify
the Exchange if its net capital after deduction of all capital withdrawals (including maturities) scheduled during
the next six months falls below the following percentages:

i. If the net capital minimum dollar amount requirement is applicable—150 percent thereof or some
greater percentage as may from time to time be designated by the Exchange.

ii. If the ratio of aggregate indebtedness to net capital is applicable—10 percent of aggregate
indebtedness.

iii. If the alternative net capital requirement percentage is applicable—five percent of the aggregate
debit items in the Formula for Determination of Reserve Requirements for Brokers and Dealers
under Exchange Act Rule 15c3-3.

iv. If the risk-based capital requirements of Commodity Exchange Act Rule 1.17 is applicable - 120% of
the risk-based capital requirements.

(2) Each member organization shall notify the Exchange, in writing, no more than 48 hours after its tentative
net capital (net capital before application of haircuts and undue concentration charges), as computed
pursuant to Exchange Act Rule 15c3-1, has declined 20 percent or more from the amount reported in its most
recent FOCUS Report filed with the Exchange.

(3) Each member organization shall concurrently provide the Exchange with a copy of any report or
notification made to the Securities and Exchange Commission pursuant to Exchange Act Rule 17a-11 or
Commodities Exchange Act Regulation 1.12

(c)(1) In computing net capital, a long put option or a long call option which is not an obligation of a
clearing agency registered under the Exchange Act, or has not been endorsed or guaranteed by a member
organization, shall have no value and shall not operate to increase net capital under any provision of this
Rule. However, this shall not apply to a member organization approved to use the alternative method of
computing net capital pursuant to Exchange Act Rule 15c3-1e.

(2) In the case of member organizations whose trading shows a pattern of purchasing and selling the same
listed stock on the same day, (or all member organizations when so designated by the Exchange), during
the period in which any special margin requirement is in effect, any new proprietary transaction of members
or member organizations resulting in a long or short position, shall, notwithstanding any other provision of
this Rule, be treated as a “contractual commitment” from the trade date to the settlement date and shall be
subject to a charge to net capital of the same percentage as specified in the special margin requirement,
excepting in the case of the specialist in that stock or of others who at the request of a Floor Official have
participated in a difficult market situation.
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(d) The Exchange may at any time or from time to time with respect to a particular member organization or all
member organizations or a new member organization prescribe greater net capital or net worth requirements
than those prescribed under this Rule including more stringent treatment of items in computing net capital or
net worth.

(See Rule 328 for information relating to sale and leasebacks, factoring, financing and similar arrangements,
including fixed asset loan agreements, other deductible asset loan agreements, and collateral bank loans for
the purpose of determining “ready market” for securities.)

(e) In addition to the net capital requirement prescribed in Rule 15c3-1 promulgated under the Securities
Exchange Act of 1934, each member organization which employs individuals to execute orders on the floor
of the Exchange, must present evidence of financial responsibility in the amount of $100,000 for each such
employee by one of the following methods;

(1) A written guarantee by a member organization which is a member of a qualified clearing agency
and has excess net capital of not less than $100,000 for each member for whom such guarantee
has been extended or

(2) $100,000 held by an independent agent in escrow, or
(3) a letter of credit issued by a bank or other party acceptable to the Exchange in the amount of

$100,000, or
(4) marketable securities with a total value of at least $100,000 (after appropriate haircuts, to be

determined in the same manner as haircuts are determined for capital requirements) on deposit with
an organization acceptable to the Exchange and readily available, or

Such written guarantee, escrow account, letter of credit or marketable securities shall be available
solely for sums due the Exchange and such sums as the Board of Directors shall determine are due
by such member to member organizations as the result of losses arising directly from the closing out
under the Rules, of contracts entered into, in the ordinary course of business in the market on the floor
of the Exchange for the purchase, sale, borrowing or loaning of securities.

The Exchange will consider alternate methods of compliance with the financial responsibility standard.

Rule 326(a)

Growth Capital Requirement

A member organization that carries customer accounts shall not expand its business during any period in
which:

(1) any of the following conditions continue to exist for more than 15 consecutive business days,
provided that such condition has been known to the Exchange for at least five consecutive business
days:

a. The member organization's net capital is less than 150 percent of its minimum dollar
net capital requirement or such greater percentage thereof as may from time to time be
designated by the Exchange.

b. The member organization is subject to the aggregate indebtedness requirement of
Rule 15c3-1 under the Securities Exchange Act of 1934 (the “Exchange Act”), and its
aggregate indebtedness is more than 1,000 percent of its net capital.

c. The member organization elects to use the alternative method of computing net capital
pursuant to Exchange Act Rule 15c3-1(a)(1)(ii), and its net capital is less than five percent
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of the aggregate debit items in the Formula for Determination of Reserve Requirements
for Brokers and Dealers under Exchange Act Rule 15c3-3.

d. The member organization is approved to use the alternative method of computing net
capital pursuant to Exchange Act Rule 15c3-1e, and

i. its tentative net capital as defined in Exchange Act Rule 15c3-1(c)(15) is less
than 50 percent of the early warning notification amount required by Exchange
Act Rule 15c3-1(a)(7)(ii), or

ii. its net capital is less than $1.25 billion.
e. The member organization is registered as a Futures Commission Merchant pursuant to

the Commodity Exchange Act, and its net capital is less than 120% of the minimum risk-
based capital requirements of Commodity Exchange Act Rule 1.17

f. The member organization's deduction of capital withdrawals including maturities
scheduled during the next six months and/or special deduction from net capital set forth in
Rule 431 (e)(8)(C)(iii) would result in any one of the conditions described in 1a, 1b, 1c, 1d
or 1e of Section (a) of this Rule, or

(2) The Exchange restricts the member organization.

Rule 326(b)

Business Reduction Capital Requirement

A member organization that carries customer accounts shall forthwith reduce its business;

(1) to a point enabling its available capital to meet the standards set forth in 1a, 1b, c, 1d or 1e of Rule
326(a) if any of the following conditions continue to exist for more than 15 consecutive business
days provided that such condition has been known to the Exchange for at least five consecutive
business days:

a. The member organization's net capital is less than 125 percent of its minimum dollar
net capital requirement or such greater percentage thereof as may from time to time be
designated by the Exchange.

b. The member organization is subject to the aggregate indebtedness requirement of
Exchange Act Rule 15c3-1, and its aggregate indebtedness is more than 1,200 percent of
its net capital.

c. The member organization elects to use the alternative method of computing net capital
pursuant to Exchange Act Rule 15c3-1(a)(1)(ii), and its net capital is less than four percent
of the aggregate debit items in the Formula for Determination of Reserve Requirements
for Brokers and Dealers under Exchange Act Rule 15c3-3.

d. The member organization is approved to use the alternative method of computing net
capital pursuant to Exchange Act Rule 15c3-1e, and

i. its tentative net capital as defined in Exchange Act Rule 15c3-1(c)(15) is less
than 40 percent of the early warning notification amount required by Exchange
Act Rule 15c3-1(a)(7)(ii), or

ii. its net capital is less than $1 billion.
e. The member organization is registered as a Futures Commission Merchant pursuant to

the Commodity Exchange Act, and its net capital is less than 110% of the minimum risk-
based capital requirements of Commodity Exchange Act Rule 1.17

f. The member organization's deduction of capital withdrawals including maturities
scheduled during the next six months and/or special deduction from net capital set forth in
Rule 431(e)(8)(C)(iii) would result in any one of the conditions described in 1a, 1b, 1c, 1d,
or 1e of Section (b) of this Rule, or
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(2) When the Exchange restricts the member organization.

Rule 326(c)

Unsecured Loans and Advances

No drawings, unsecured or partly secured loans or advances of funds by a member organization to any
partner, director, officer employee, stockholder, subordinated lender, secured demand note contributor
or persons or entities related to, controlled by, under common control with such persons or in which such
persons are employed, hold office or have a financial interest and no guarantees of obligations of any person
shall be made, except with prior written approval of the Exchange, when any of the following conditions exist
in a member organization, or if such drawings, loans, advances or guarantees would result in any of the
following conditions:

(1) Its net capital is less than 150 percent of its minimum dollar net capital requirement or some greater
percentage as may from time to time be designated by the Exchange, or

(2) If subject to this requirement, its aggregate indebtedness is more than 1,000 percent of its net capital, or

(3) If the net capital of a member organization that uses the alternative method of computing net capital
pursuant to Exchange Act Rule 15c3-1(a)(1)(ii) in lieu of (2) above is less than five percent of the aggregate
debit items in the Formula for Determination of Reserve Requirements for Brokers and Dealers under
Exchange Act Rule 15c3-3.

(4) If the net capital of a member organization that is registered as a Futures Commission Merchant pursuant
to the Commodity Exchange Act is less than 120% of the minimum risk-based capital requirements of
Commodity Exchange Act Rule 1.17.

(5) Capital withdrawals including maturities scheduled during the next six months would result in the condition
described in (1), (2) or (3) above.

Note: Applicable state laws should also be reviewed for restrictions on unsecured loans by corporations
and partnerships.

Rule 326(d)

Except with the prior written approval of the Exchange, a member organization which has outstanding any
unsecured or partly secured loans or advances of funds, or guarantees of obligations of the nature described
in (c)(1) through (4) above, shall forthwith reduce or eliminate such unsecured or partly secured amounts
due from such borrowers, or otherwise restore its capital to a point where the conditions described in (c)(1)
through (4) did not exist, if any of the following conditions exist at the member organization:

(1) Its net capital is less than 125 percent of its net capital minimum dollar amount requirement, or some
greater percentage as may from time to time be designated by the Exchange, or

(2) If subject to this requirement, its aggregate indebtedness is more than 1,200 percent of its net capital, or

(3) If the net capital of a member organization that uses the alternative method of computing net capital
pursuant to Exchange Act Rule 15c3-1(a)(1)(ii) in lieu of (2) above is less than four percent of the aggregate
debit items in the Formula for Determination of Reserve Requirements for Brokers and Dealers under
Exchange Act Rule 15c3-3, or

(4) If the net capital of a member organization that is registered as a Futures Commission Merchant pursuant
to the Commodity Exchange Act is less than 110% of the minimum risk-based capital requirements of
Commodity Exchange Act Rule 1.17.

(5) Capital withdrawals including maturities scheduled during the next six months would result in the condition
described in (1), (2), (3) or (4) above.
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Footnotes

1  See Exchange Act Release No. 34-55559 (March 29, 2007), 72 FR 16839 (April 5, 2007) (SR-
NYSE-2005-03).

2  Exchange Act Release No. 34-49830 (June 8, 2004), 69 FR 34425 (June 21, 2004).
3  17 CFR 240.15c3-1.
4  See 69 FR 49784 (Aug. 12, 2004). See also Exchange Act Release No. 54575 (October 5, 2006), 71

FR 60636 (October 13, 2006) proposing amendments to Exchange Act Rule 15c3-1 and Rule 17a-11 to
conform provisions of the Commission's net capital rule to the CTFC amendments.

5  See supra note 2.
6  The "haircut" approach to computing net capital involves reducing the value of firms' proprietary

securities by pre-determined percentages to allow for potential reductions in market value. See
paragraph (c)(2)(vi) of Rule 15c3-1.

7  17 CFR 1.17.
8  See supra note 4. See 17 CFR 1.17.
9  17 CFR 240.17a-11.

10  17 CFR 1.12.
11  Tentative net capital” is defined in the alternative net capital rules as net capital before deductions for

market and credit risk. See Exchange Act Rule 15c3-1(c)(15).
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April 23, 2007

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, OPERATIONS, COMPLIANCE AND
LEGAL DEPARTMENTS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: UPDATED SUPPLEMENT TO THE OPTIONS DISCLOSURE DOCUMENT

On April 4, 2007, the Securities and Exchange Commission approved amendments to the Options Disclosure

Document (“ODD”) 1   that pertain to both rate modified cash-settled foreign currency options and non-rate

modified cash-settled foreign currency options. 2   The amendments are included in a supplement 3   to the
ODD which is attached as Exhibit A. This supplement supersedes and replaces the January 2007 ODD

supplement. 4 

ODD Delivery Requirements for New and Existing Options Customers

NYSE Rule 726(a) requires member organizations to deliver to each customer a current ODD, at or prior to
the time the member organization approves such customer's account for trading in a particular kind of option
covered by the ODD.

Rule 726(a) also states that member organizations must thereafter distribute a copy of each new amendment
to the ODD to each customer having an account approved for trading the particular kind of option addressed
by the amendment. Member organizations may comply with this requirement in various ways with respect to
the amendments in the current supplement, including the following:

a. A mass mailing of the supplement to all applicably approved customers; or

b. Inclusion of the supplement with the first confirmation of a transaction involving either a rate modified
cash-settled foreign currency option or a non-rate modified cash-settled foreign currency option.

Copies of the ODD or the current supplement may be obtained by contacting Diane Svoboda of the Options
Clearing Corporation at (312) 322-6212 or at dsvoboda@theocc.com.

Questions concerning this Information Memo may be directed to Stephen A. Kasprzak at (212) 656-5226 or
Cory Figman at (212) 656-4893.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  The ODD contains general disclosures on the characteristics and risks of trading standardized options.
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2  This notification is being provided pursuant to pursuant to Rule 726.30 ("Delivery of Options Disclosure
Documents and Prospectuses").

3  See Release No. 34-55582 (April 4, 2007) 72 FR 17978 (April 10, 2007) (SR-ODD- 2007-01).
4  See Release No. 34-55035 (December 29, 2006) 72 FR 7 (January 11, 2007) (SR-ODD-2006-01).
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April 23, 2007

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ELIMINATION OF INDIVIDUAL INVESTOR EXPRESS DELIVERY SERVICE (IIEDS)

The purpose of this Information Memo is to advise that on April 30, 2007, the New York Stock Exchange
will be eliminating the functionality of the Individual Investor Express Delivery Service® (“IIEDS”), and has
amended Rule 123B accordingly.

IIEDS was adopted in the wake of the stock market crash of 1987 as an order processing service for certain
retail-sized orders. Specifically, in certain circumstances, IIEDS provides priority delivery to the specialist's
post through SuperDOT® for simple round-lot market orders and market GTC orders that are for an amount
up to 2,099 shares and are for the account of an individual investor.

As a result of recent enhancements to both the NYSE Market and its order handling infrastructure, the NYSE
has concluded that IIEDS is no longer necessary and, thus, will be terminated. In making this determination,
among other factors, the Exchange considered that only an insignificant amount of order flow received by
the Exchange is currently eligible to be handled by IIEDS and the need for IIEDS has also been significantly
reduced as a result of the increased speed and efficiency of order execution as a result of implementation of
the NYSE HYBRID MARKET®. The near elimination of order size and frequency restrictions on electronic
executions handled by NYSE Direct+® should provide a beneficial substitute to those Exchange customers
seeking immediate processing for individual investor orders similar to that previously obtained through IIEDS.

* * *

Staff Contacts

Questions regarding this Information Memo should be directed as follows:

Craig Hammond, Managing Director, Office of the General Counsel (212-656-2661) John Limerick, Managing
Director, Trading Systems (212-656-3099)

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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April 18, 2007

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, ANTI-MONEY LAUNDERING
OFFICER, AND CHIEF COMPLIANCE OFFICER

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: NYSE AND NASD JOINT RELEASE REGARDING SPECIAL MEASURES AGAINST SPECIFIED
BANKS PURSUANT TO SECTION 311 OF THE USA PATRIOT ACT

This is to inform members 1   that the Financial Crimes Enforcement Network (FinCEN) has issued a final

rule imposing a special measure, 2   effective April 18, 2007, against Banco Delta Asia SARL, including its

subsidiaries Delta Asia Credit Limited and Delta Asia Insurance Limited (“Banco Delta Asia” or “bank”). 3  
Banco Delta Asia is a commercial bank in Macau, Special Administrative Region, China. This measure is
comparable to that imposed against the Latvian bank VEF Banka and its subsidiaries, including Veiksmes

lizings. 4 

Background

The factors described in USA PATRIOT Act Section 311 (“Section 311”) are considered in determining
whether reasonable grounds exist to conclude there is a primary money laundering concern. In addition,
Section 311 provides various options to effectively target specific money laundering and terrorist financing
concerns. The Director is required by the Bank Secrecy Act to consult with the Secretary of State and
the Attorney General prior to finding that reasonable grounds exist for concluding that a foreign financial
institution is of primary money laundering concern. Furthermore, in determining that an institution is of primary
money laundering concern, Section 311 requires the Director to consider relevant information, including: (1)
whether the institution is used to promote or facilitate money laundering in or through the jurisdiction; (2) if the
institution is used for a legitimate business purpose in its jurisdiction; and (3) whether the action contemplated
to be taken will fulfill the purposes of the Bank Secrecy Act and will prevent the financial institution from
engaging in international money laundering and other financial crimes.

Appropriate special measures to address the money laundering risks must be applied if it is determined that
reasonable grounds exist for concluding that a foreign financial institution is of primary money laundering
concern. According to Section 311, the appropriate Federal agencies and parties must be consulted and

the following factors must be considered when imposing special measures: 5   (1) whether other nations
or multilateral groups have taken similar action; (2) if any special measure being imposed would create a
significant competitive disadvantage for financial institutions organized or licensed in the United States; (3)
the extent of any significant adverse systemic impact on the international payment, clearance, and settlement
system, or on the legitimate business activities of the institution; and (4) what effect there would be on the
national security and foreign policy of the United States.

Discussion

FinCEN has issued a final rule which imposes special measures against Banco Delta Asia and its
subsidiaries (the “Specified Banks”) in response to findings that the Specified Banks are financial institutions
of primary money laundering concern. Under the special measures, covered financial institutions, which
include broker-dealers, are subject to the following requirements with respect to the Specified Banks:
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Prohibition of the Direct Use of Correspondent Accounts by the Specified Banks

Covered financial institutions are prohibited from opening or maintaining a correspondent account 6   in
the United States for, or on behalf of, the Specified Banks. This prohibition requires all covered financial
institutions to review their account records to ensure that they maintain no accounts directly for, or on behalf
of, the Specified Banks.

Due Diligence to Prevent Indirect Use

As a corollary to the prohibition on the opening or maintaining of correspondent accounts directly for the
Specified Banks, each covered financial institution is required to apply due diligence to its correspondent
accounts that is reasonably designed to guard against their indirect use by the Specified Banks. At a
minimum, such due diligence must include two elements:

1) Notification to Correspondent Accountholders

A covered financial institution must notify its correspondent accountholders that their account(s) may not
be used to provide the Specified Banks with access to the covered financial institution. The purpose of
the notice requirement is to help ensure that the Specified Banks are denied access to the United States
financial system, as well as to increase awareness within the international financial community of the risks
and deficiencies of the Specified Banks. However, the final rules emphasize that FinCEN is not requiring or
expecting financial institutions to obtain a certification from their correspondent accountholders that indirect
use will not be provided.

Although FinCEN makes clear that covered financial institutions have flexibility in choosing their method of
notification, sample notification language which may be used for this purpose is provided, as follows:

“ Notice: Pursuant to U.S. regulations issued under section 311 of the USA PATRIOT Act, 31 CFR
103.192, we are prohibited from opening or maintaining a correspondent account for, or on behalf
of, [the Specified Banks]. The regulations also require us to notify you that your correspondent
account with our financial institution may not be used to provide [the Specified Banks] with access
to our financial institution. If we become aware that [the Specified Banks] are indirectly using the
correspondent account you hold at our financial institution, we will be required to take appropriate steps
to prevent such access, including terminating your account.”

Methods of compliance with the notice requirement could include, for example, transmitting a one-time
notice by mail, fax, or e-mail, or including such information in the next regularly occurring transmittal from
the covered financial institution to its correspondent accountholders. Each covered financial institution
must document its compliance with the requirement that it notify its correspondent accountholders that the
accounts may not be used to provide the Specified Banks with access to the covered financial institution.

2) Identification of Indirect Use

A covered financial institution must take reasonable steps in order to identify any indirect use of its
correspondent accounts by the Specified Banks, to the extent that such indirect use can be determined
from transactional records maintained by the covered financial institution in the normal course of business.
A covered financial institution must take a risk-based approach when deciding what, if any, additional due
diligence measures it should adopt to guard against the indirect use of correspondent accounts by the
Specified Banks, based on risk factors such as the type of services offered by, and geographic locations of,
its correspondents. Unlike the duties imposed under the one-time notification requirement, covered financial
institutions have an ongoing obligation to take reasonable steps to identify all correspondent account services
they may directly or indirectly provide to the Specified Banks.

Members are urged to consult the following links for further details:
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- http://www.fincen.gov/bda_final_rule.pdf (for additional information regarding the final rule issued
against Banco Delta Asia and its subsidiaries);

- http://www.fincen.gov/vef_final_rule_070706.pdf; and

- http://www.fincen.gov/reg_section311.html (for information on all special measures issued by FinCEN
and to sign up for e-mail notifications when Section 311 special measures are updated).

Questions regarding this Joint Release may be directed as follows:

NYSE: Stephen Kasprzak at 212-656-5226 or Cory Figman at 212-656-4893.

NASD: Patricia Albrecht, Assistant General Counsel, OGC, at (202) 728-8026.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  For purposes of this joint release, the term "member" refers to NYSE member organizations and NASD
members.

2  The rule was issued pursuant to the authority contained in 31 U.S.C. 5318A. Section 311 of the Uniting
and Strengthening America by Providing Appropriate Tools Required to Intercept and Obstruct Terrorism
Act of 2001 ("USA PATRIOT Act") added section 5318A to the Bank Secrecy Act, and granted the
Secretary of the Treasury, in consultation with the Departments of Justice and State and appropriate
Federal financial regulators, the authority, after finding that reasonable grounds exist for concluding that
a foreign jurisdiction, foreign financial institution, international class of transactions, or type of account is
of "primary money laundering concern," to require domestic financial institutions and domestic financial
agencies to take certain "special measures" against the primary money laundering concern.

3  See 72 FR 12730 (March 19, 2007).
4  See 71 FR 39554 (July 13, 2006) available at www.fincen.gov/vef_final_rule_070706.pdf.
5  See 31 U.S.C. 5318(c)(1).
6  For purposes of these final rules, a "correspondent account" is defined as an account established to

receive deposits from, or make payments or other disbursements on behalf of, a foreign bank, or handle
other financial transactions related to the foreign bank (see 31 U.S.C. 5318A(e)(1)(B) as implemented in
31 C.F.R. 103.175(d)(1)(ii)).
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April 18, 2007

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Listing of HealthShares™ Exchange-Traded Fund (HRW)

The following HealthShares™ Exchange-Traded Fund (“ETF”) will be listed and begin trading on the NYSE,
beginning April 18, 2007:

Symbol
 

HealthShares™ Dermatology and Wound Care Exchange-Traded Fund HRW

This Information Memo reviews the various rules and policies applicable to trading in shares (“Shares”) of the
Fund.

Background Information on the Fund

HealthShares™, Inc. is the investment company with respect to the underlying fund portfolios. The Fund
offers shares, known as HealthShares™, which are not individually redeemable by the Fund but trade on the
NYSE in individual share lots. The Fund seeks to invest in a portfolio of securities that substantially replicates
a particular benchmark index—the HealthShares™ Dermatology and Wound Care Index (the “Underlying
Index”). XShares Advisors LLC (the “Advisor”) serves as the investment adviser to the Fund.

According to the Fund's prospectus, the Underlying Index, like indexes underlying other HealthShares™
Exchange-Traded Funds listed on the Exchange, seeks to measure and monitor the performance of publicly-
listed healthcare, life sciences and biotechnology companies. Each HealthShares™ Exchange-Traded
Fund focuses on a different healthcare, life sciences or biotechnology index. XShares Group LLC (“XShares
Group”), the parent of the Advisor, is the creator of each Underlying Index and has created each Underlying
Index using a patent-pending investment approach known as “Vertical Investing.” Vertical Investing seeks
to categorize companies within a particular healthcare, life sciences or biotechnology index by focusing on
each company's business activities with regard to the diagnosis of diseases, the developments of drugs,
treatments, therapies, delivery systems, and the development of enabling/research tools and technologies for
use in the healthcare, life sciences or biotechnology sectors.

The Underlying Index will be administered by Standard & Poor's, the Index Administrator, which will employ
the Index Methodology to determine the composition of each Underlying Index. BNY Investment Advisors
acts as the investment sub-adviser to the Funds and will be responsible for the day-to day management of
the Fund's portfolio, which involves principally reconfiguring the portfolio of the Fund, typically quarterly, to
reflect any reconfiguration in the Underlying Index by the Index Administrator. The Underlying Index may
include both U.S. and foreign companies.

For the Underlying Index, the Index Administrator will employ the Index Methodology for the Underlying Index
to identify the companies that satisfy specified criteria. The Index Methodology is publicly available on the
Fund's website at www.healthsharesinc.com. Any change to the Index Methodology will be posted on the
Fund's website at least 60 days prior to its being implemented.

Shares of the Fund will be issued on a continuous offering basis in groups of Shares, or multiples thereof.
These “groups” of shares are called “Creation Unit Aggregations.” The Fund will issue and redeem Shares
only in Creation Unit Aggregations of 100,000 Shares.

All orders to purchase Shares in Creation Unit Aggregations must be placed through an Authorized
Participant. An Authorized Participant must be either a “Participating Party”, i.e., a broker-dealer or other
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participant in the clearing process through the National Securities Clearing Corporation Continuous Net
Settlement System (the “Clearing Process”), a clearing agency that is registered with the Securities and
Exchange Commission (“SEC”), or a Depository Trust Company participant, and in each case, must enter
into a Participant Agreement. The Funds impose a transaction fee in connection with the issuance and
redemption of Shares to offset transfer and other transaction costs.

The NAV for the Fund will be calculated and disseminated daily. The Fund's NAV will be calculated
by BNY Investment Advisors. The Fund's NAV will be published in a number of places, including
www.healthsharesinc.com, and on the Consolidated Tape.

For a more complete description of the Fund and the Underlying Index, visit www.healthsharesinc.com.

Principal Risks

Interested persons are referred to discussion in the Fund's prospectus of principal risks of an investment
in the Fund. These include tracking error risk (factors causing a Fund's performance to not match the
performance of the underlying index), market trading risk (for example, trading halts, trading above or below
net asset value), stock market risk, investment style risk, index sampling risk, non-diversification risk, sector
risk, foreign securities risk, and derivatives risk.

Hours of Trading

Trading in Shares of the Fund will be 9:30 a.m. until 4:15 p.m.

Exchange Rules Applicable to the Trading of ETFs

The rules applicable to ETFs are applicable to the Fund since the Fund falls within the definition of an
Investment Company Unit, as provided in Paragraph 703.16 of the Listed Company Manual and NYSE Rule
1100.

Application of Certain NYSE Rules to ETFs

Rule 104 - NYSE Rules 104.20 and 104.21 establish a capital requirement for specialists of $500,000
per ETF. A specialist unit registered only in an ETF would be subject to the $1,000,000 minimum capital
requirement of Rule 104.20.

In addition, Rule 104 governs specialist market making in ETFs. In particular, the rule permits specialists
to engage in “parity” transactions on direct destabilizing ticks without obtaining Floor Official approval. A
parity transaction in an ETF would be a trade to bring the security into line with the value of the securities
comprising the ETF, or the value of a futures contract on the index on which the ETF is based.

Rule 13 - NYSE Rule 13.30 provides that stop and stop limit orders in an Investment Company Unit shall be
elected by a quotation, but specifies that if the electing bid on an offer is more than 0.10 point away from the
last sale and is for the specialist's dealer account, prior Floor Official approval is required for the election to be
effective. This rule applies to Investment Company Units generally.

Rule 36.30 - NYSE Rule 36.30 governs the establishment of telephone or electronic communications
between the NYSE's trading floor and any other location. Rule 36 provides that a specialist registered in an
ETF may use a telephone or order entry terminal to enter an order in the ETF itself, in a component security
of the ETF, or in an options or futures contract related to the ETF. In addition, the specialist may use a post
telephone to obtain market information with respect to such ETFs, options, futures, or component securities.
The text of Rule 36 makes clear that if an order in a component security of such ETF is to be executed on the
NYSE, the order must be entered in compliance with NYSE Rule 112(c) and SEC Rule 11a2-2(T) (described
below), and must be entered only for the purpose of hedging a position in the ETF.

The specialist may not use the post wire to call a specialist on the NYSE registered in a component stock
of the ETF to enter an order, nor may the specialist use a SuperDOT terminal to send an order directly via
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SuperDOT to another specialist. The specialist registered in an ETF is not registered in the component
stocks, and therefore is not permitted to initiate an “on Floor” order in such a stock.

NYSE members, including specialists, are permitted to enter an “off-Floor” order. NYSE Rule 112(c) codifies
the principle that a member may use a “communication facility” on the Floor of the NYSE to call an off-
Floor location and enter a proprietary order. The order is deemed to be an off-Floor order (i.e., not an order
initiated on the Floor, referred to as an on Floor order), provided the order is routed through a clearing firm's
order room off the Floor, and is transmitted to the Floor for execution by an unaffiliated member. This latter
provision is consistent with SEC Rule 11a2-2(T), which permits executions of off-floor member proprietary
orders by unaffiliated members. These rules do not impose restrictions on the types of orders which may
be executed pursuant to the exemptive relief provided. Under Rule 36.30, any orders in a component stock
of an ETF entered for execution on the NYSE from the specialist's post, either by telephone or by means
of a SuperDOT terminal, would have to be routed through a clearing firm's order room off the Floor and
transmitted back to the Floor for execution without the specialist in the ETF interacting with the order or
participating in the execution in any way.

Rule 123C - Market-on-Close / Limit-At-The-Close Orders - Orders in ETFs are not subject to the NYSE's
Rule 123C Market-On-Close (“MOC”) / Limit-at-the-Close (“LOC”) procedures concerning order entry
limitations, cancellation of orders during a regulatory halt, imbalance publications, and any other limitations or
procedures with respect to MOC/LOC procedures. A MOC/LOC order in an ETF can be entered at any time
without regard to the limitations of Rule 123C. In addition, the closing price of an ETF will not be subject to
publication of imbalances under Rule 123C.

Rule 123D - Pre-Opening Price Indications Policy - Similarly, the NYSE's policies regarding mandatory
dissemination of pre-opening price indications (other than ITS pre-opening notifications) in the case of
significant order imbalances and potentially large price dislocation from the prior close do not apply to ETFs.

Both the MOC/LOC procedures and the mandatory pre-opening price indications policy are intended to
solicit offsetting contra side interest to minimize price dislocation. This rationale does not apply in the case of
ETFs, which are derivatively priced in relation to, among other things, the values of the underlying component
securities, regardless of the extent of an order imbalance.

Rule 105(m) - NYSE Rule 105(m), which prohibits affiliates of specialist units from acting as a primary
market maker in the option on a specialty security, permits such activity with respect to options on a Fund
for affiliates of specialists that have Rule 98 approved procedures in place. The Exchange believes that, as
ETFs are derivatively priced, the conflicts of interest with respect to market making in both the underlying
security and its corresponding option are minimized in this case. The Exchange will also permit a NYSE Rule
98 affiliate of the ETF specialist to act in a market making capacity (but not as a specialist) in the ETF itself on
another market center.

Rule 98 - NYSE Rule 98 provides that affiliates of a specialist organization can receive an exemption from
certain rules applicable to specialists (principally impacting proprietary trading and investment banking),
provided they establish a system of information barriers between themselves and the affiliated specialist. One
of the conditions for the Rule 98 exemption is that the specialist organization be capitalized separate and
apart from any affiliate. The Exchange has deleted this requirement in the case of a specialist organization
that is registered only in ETFs. The Exchange believes that the separate capitalization requirement is not
required in such case, and that the question of adequacy of capital can be appropriately addressed by the
special allocation committee which will allocate the ETF. However, a specialist organization that is registered
only in ETFs will remain subject to the minimum capital requirements specified in Rule 104.20.

Exemptive, Interpretive and No-Action Relief Under Federal Securities Regulations and NYSE Rules

The Securities and Exchange Commission (“SEC”) has issued exemptive, interpretive and no-action relief
from certain provisions of and rules under the Act applicable to trading in the above-mentioned Fund. In
addition, the SEC has approved an NYSE interpretive position with respect to the NYSE's short sale rule.
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Members and member organizations are referred to the SEC Letter dated October 24, 2006 from James
Brigagliano, Associate Director, SEC Division of Market Regulation, to Stuart M. Strauss, Clifford, Chance
(Class Action Relief for Exchange Traded Index Funds). A description of the SEC's exemptive relief follows;
however, in the event of any discrepancy between this description and the SEC Letter, the text of the SEC
Letter controls.

Short Sale Rules - Transactions in ETFs will not be subject to “tick” requirements of the short sale rule of the
Commission (Rule 10a-1) or the Exchange (Rule 440B). Short orders must be marked “SHORT” or “SHORT
EXEMPT.” (See paragraph below regarding Rule 200(g) of Regulation SHO.)

Rule 200(g) of Regulation SHO - The SEC Division of Market Regulation has stated that the Division will
not recommend enforcement action under Rule 200(g) of Regulation SHO if a broker-dealer marks “short”
rather than “short exempt” a short sale effected in the Fund pursuant to the exemptions from the price test of
Rule 10a-1 that have been granted, subject to specified conditions, including that a broker-dealer executing
exempt short sales will mark such sales as “short” and in no event will such sales be marked “long”. (See
letter from James A. Brigagliano, Assistant Director, Division of Market Regulation, SEC, to Ira Hammerman,
Senior Vice President and General Counsel, Securities Industry Association, dated January 3, 2005.)

Regulation M Exemptions - Generally, Rules 101 and 102 of Regulation M prohibit any “distribution
participant” and its “affiliated purchasers” from bidding for, purchasing, or attempting to induce any person
to bid for or purchase any security which is the subject of a distribution until after the applicable restricted
period, except as specifically permitted in Regulation M. The provisions of the Rules apply to underwriters,
prospective underwriters, brokers, dealers, and other persons who have agreed to participate or are
participating in a distribution of securities.

The SEC has granted an exemption from Rule 101 under Regulation M to permit persons participating
in a distribution of shares of the above-mentioned Fund to engage in secondary market transactions in
such shares during their participation in such a distribution. In addition, the SEC has granted relief under
Regulation M to permit persons who may be deemed to be participating in the distribution of shares of the
above-mentioned Fund (i) to purchase securities for the purpose of purchasing Creation Unit Aggregations of
Fund shares and to (ii) tender securities for redemption in Creation Unit Aggregations. Further, the SEC has
clarified that the tender of Fund shares to the Fund for redemption does not constitute a bid for or purchase
of the Fund's securities during the restricted period of Rule 101. The SEC has also granted an exemption
pursuant to paragraph (e) of Rule 102 under Regulation M to allow the redemption of Fund shares in Creation
Unit Aggregations during the continuous offering of shares.

Customer Confirmations for Creation or Redemption of Fund Shares (SEC Rule 10b-10) - Broker-dealers
who handle purchases or redemptions of Fund shares in Creation Unit size for customers will be permitted to
provide such customers with a statement of the number of Creation Unit Aggregations created or redeemed
without providing a statement of the identity, number and price of shares of the individual securities tendered
to the Fund for purposes of purchasing Creation Unit Aggregations (“Deposit Securities”) or the identity,
number and price of shares to be delivered by the Trust to the redeeming holder (“Redemption Securities”).
The composition of the securities required to be tendered to the Fund for creation purposes and of the
securities to be delivered on redemption will be disseminated each business day and will be applicable to
requests for creations or redemption, as the case may be, on that day. This exemptive relief under Rule
10b-10 with respect to creations and redemptions is subject to the following conditions:

(1) Confirmations to customers engaging in creations or redemptions must state that all information
required by Rule 10b-10 will be provided upon request;

(2) Any such request by a customer for information required by Rule 10b-10 will be filed in a timely
manner, in accordance with Rule 10b-10(c);
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(3) Except for the identity, number and price of shares of the component securities of the Deposit
Securities and Redemption Securities, as described above, confirmations to customers must disclose
all other information required by Rule 10b-10(a).

SEC Rule 14e-5 - An exemption from Rule 14e-5 has been granted to permit any person acting as a dealer-
manager of a tender offer for a component security of the Fund to (1) redeem Fund shares in Creation Unit
Aggregations from the issuer that may include a security subject to such tender offer and (2) to purchase
Fund shares during such tender offer. In addition, a no-action position has been taken under Rule 14e-5 if a
broker-dealer acting as a dealer-manager of a tender offer for a security of the Fund purchases or arranges
to purchase such securities in the secondary market for the purpose of tendering such securities to purchase
one or more Creation Unit Aggregations of shares, if made in conformance with the following:

(i) such bids or purchases are effected in the ordinary course of business, in connection with a basket
of 20 or more securities in which any security that is the subject of a distribution, or any reference
security, does not comprise more than 5% of the value of the basket purchased; or

(ii) purchases are effected as adjustments to such basket in the ordinary course of business as a result
of a change in the composition of the underlying index; and

(iii) such bids or purchases are not effected for the purpose of facilitating such tender offer.

Section 11(d)(1); SEC Rules 11d1-1 and 11d1-2 - Section 11(d)(1) of the Act generally prohibits a person
who is both a broker and a dealer from effecting any transaction in which the broker-dealer extends credit
to a customer on any security which was part of a new issue in the distribution of which he participated as
a member of a selling syndicate or group within thirty days prior to such transaction. The SEC has clarified
that Section 11(d)(1) does not apply to broker-dealers that are not Authorized Participants (and, therefore, do
not create Creation Unit Aggregations) that engage in both proprietary and customer transactions in shares
of the Fund in the secondary market, and for broker-dealer Authorized Participants that engage in creations
of Creation Unit Aggregations. This relief is subject to specific conditions, including the condition that such
broker-dealer (whether or not an Authorized Participant) does not, directly or indirectly, receive from the fund
complex any payment, compensation or other economic incentive to promote or sell the shares of the ETF to
persons outside the fund complex, other than non-cash compensation permitted under NASD Rule 2830 (I)(5)
(A), (B) or (C). See letter dated November 21, 2005 from Catherine McGuire, Chief Counsel, SEC Division of
Market Regulation, to Securities Industry Association, Derivative Products Committee. The Commission has
also taken a no-action position under Section 11(d)(1) of the Act that broker-dealers may treat shares of the
Fund, for purposes of Rule 11d1-2, as “securities issued by a registered open-end investment company as
defined in the Investment Company Act” and thereby extend credit or maintain or arrange for the extension
or maintenance of credit on shares that have been owned by the persons to whom credit is provided for more
than 30 days, in reliance on the exemption contained in the rule.

SEC Rule 15c1-5 and 15c1-6 - The SEC has taken a no-action position with respect to Rule 15c1-5 and
Rule 15c1-6 as to the required disclosure of control by a broker or dealer with respect to creations and
redemptions of Fund shares and secondary market transactions therein.

Other Matters

Due Diligence - Pursuant to NYSE Rule 405, before a member, member organization, allied member or
employee thereof undertakes to recommend a transaction in ETF shares, such person must exercise due
diligence to learn the essential facts relative to the customer. If any recommendation is made with respect
to such shares, the person making the recommendation should have a reasonable basis for believing, at
the time of making the recommendation, that the customer has such knowledge and experience in financial
matters that he or she may reasonably be expected to be capable of evaluating the risks and any special
characteristics of the recommended transaction, and is financially able to bear the risks of the recommended
transaction. Before a member, member organization or employee thereof recommends a transaction in the
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Fund, a determination must be made that the recommendation is in compliance with all applicable Federal
and Exchange rules and regulations, including due diligence obligations under Exchange Rule 405.

Certain Specialist Transactions in ETFs - NYSE Rule 460.10 generally precludes certain business
relationships between an issuer and the specialist in the issuer's securities. Exceptions in the rule, however,
permit specialists in ETF shares to enter into Creation Unit transactions through the Distributor to facilitate
the maintenance of a fair and orderly market. Even so, a specialist Creation Unit transaction may only be
effected on the same terms and conditions as any other investor, and only at the net asset value of the ETF
shares. In addition, a specialist may acquire a position in excess of 10% of the outstanding issue of the ETF
shares. Specialists registered in a security issued by an investment company may purchase and redeem
the investment company unit, or securities that can be subdivided or converted into such unit, from the
investment company as appropriate to facilitate the maintenance of a fair and orderly market in the subject
security.

Trading Halts - In order to halt the trading of an ETF, the Exchange may consider, among other things, factors
such as the extent to which trading is not occurring in the underlying securities and whether other unusual
conditions or circumstances detrimental to the maintenance of a fair and orderly market are present. In
addition, trading in Fund shares is subject to trading halts caused by extraordinary market volatility pursuant
to NYSE Rule 80B. If the end-of-day Index value or IOPV applicable to a Fund is not being disseminated as
required, the Exchange may halt trading during the day in which the interruption to the dissemination of the
Index value or IOPV occurs. If the interruption to the dissemination of the Index value or IOPV persists past
the trading day in which it occurred, the Exchange will halt trading no later than the beginning of the trading
day following the interruption.

Prospectus Delivery - Exchange members and member organizations should be mindful of applicable
prospectus delivery requirements under the federal securities laws with respect to transactions in the Fund. In
that regard, the Exchange notes that although NYSE Rule 1100(b) provides for delivery of written descriptions
to customers of Funds that have received an exemption from Section 24(d) of the Investment Company
Act, there is at this time no written description available for this particular Fund. Members and member
organizations are advised that delivery of a prospectus in lieu of a written description would satisfy the
requirements of Rule 1100(b).

Purchases and Redemptions in Creation Unit Size - Exchange members and member organizations are
hereby informed that procedures for purchases and redemptions of Shares in Creation Unit Size are
described in the Fund's prospectus and Statement of Additional Information, and that Shares are not
individually redeemable but are redeemable only in Creation Unit Size aggregations or multiples thereof.

Surveillance - All Exchange surveillances applicable to trading of equities on the Exchange will apply to
trading in the Shares of the Fund.

Questions concerning the matters discussed in this Information Memo may be addressed as follows:

General Questions on ETFs:

Michael Cavalier, Office of the General Counsel — (212) 656-2474

Questions on Due Diligence:

Stephen A. Kasprzak, Member Firm Regulation — (212) 656-5226

Questions on Exchange Rules:

Daniel M. Labovitz, Market Surveillance — (212) 656-2081

___________________________

Robert A. Marchman

Executive Vice President
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Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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April 11, 2007

   ATTENTION: COMPLIANCE, LEGAL, AND REGISTRATION DEPARTMENTS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: RESCISSION OF SERIES 12 EXAMINATION

This Information Memo is to advise member organizations of the forthcoming rescission of the Securities

Manager (“Series 12”) qualification examination. 1 

Background

NYSE Rule 342 (“Offices - Approval, Supervision and Control”) requires that member organizations be

appropriately supervised. Rule 342.13 prescribes specific qualification standards for supervisors. 2   It
requires that a Branch Office Manager (“BOM”) pass the General Securities Sales Supervisor (“Series 9/10”)
examination or another examination acceptable to the Exchange. Alternatives to the Series 9/10 examination
include the Securities Manager (“Series 12”) examination and the General Securities Principal Examination

(“Series 24”). 3 

The Series 12 examination qualifies a candidate as a Securities Manager (“SM”) and has generally been
utilized by individuals employed by a broker/dealer whose business is limited solely to equity and non-
municipal fixed income securities.

Rescission of the Series 12 Examination

The Series 12 examination 4   is being rescinded primarily because its content is now covered by the Series
10 examination, which is the general securities portion of the Series 9/10 examination. The Series 12
consists of 100 multiple-choice questions covering the following four general areas of knowledge, which
are also addressed in the Series 10: Sales Supervision; Account Supervision; Compliance, Recordkeeping
and Financial Responsibility; and Regulations Affecting the Operation of Securities Markets. The primary
difference between the Series 12 and the Series 10 is that the Series 12 does not cover municipal securities.
Thus, candidates seeking a BOM and/or SM designation may qualify via the Series 10 examination (or the
Series 24 examination) in lieu of the Series 12.

Candidates who request to take the Series 12 prior to April 23, 2007 will be registered to take the Series 12.
If a candidate requests an SM registration on or after that date, they will automatically be registered to take
the Series 10 examination. Individuals wishing to take the Series 12 examination must make the appropriate
request through the Central Registration Depository on or before Friday, April 20, 2007. Individuals who have
made an appropriate request by April 20, 2007 will have 120 days to take the Series 12 examination.

Questions concerning this information memo may be directed to Peggy Germino at 212-656-8450.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.
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The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  The NYSE will shortly be submitting a 19b-4 filing with the Securities and Exchange Commission, for
immediate effectiveness, to rescind the Series 12 examination.

2  See also NYSE Rule 345 (Employees - Registration, Approval, Records), which requires supervisors of
registered representatives to be registered. In addition, Rule 345.15 requires candidates for registration
to meet training requirements and pass a qualification examination.

3  The Series 24 examination is only recognized by the Exchange if taken and passed on or after July 2,
2001. Further, unlike the Series 9/10 examination (which qualifies a person to supervise options and
municipal business as well as equities business), the Series 24 examination only qualifies a person to
supervise equities business. A BOM may qualify to supervise options and municipal securities business
by passing the Registered Options Principal examination ("Series 4") and the Municipal Securities
Principal examination ("Series 53"), respectively. See also Information Memo 02-51 dated November 12,
2002.

4  When originally introduced in 1964, the Series 12 was the standard BOM Examination. The BOM
Examination was administered in this form until April 1984 when it was changed to the General
Securities Sales Supervisor Examination ("Series 8"), which was created from the Series 12, Series 24,
Series 4 and Series 53 Examinations. The two-part Series 8 later split into the Series 9/10 with the Web
CRD conversion in August 1999. See also Information Memo 81-57 which announced the approval of
the Series 8 examination.
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April 3, 2007

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Listing of Two HealthShares™ Funds

The following two HealthShares™ exchange-traded funds (“ETFs”) will be listed and begin trading on the
NYSE, beginning April 3, 2007:

Symbol
HealthShares™ European Drugs Exchange-Traded Fund HRJ
HealthShares™ Infectious Disease Exchange-Traded Fund HHG

This Information Memo reviews the various rules and policies applicable to trading in shares (“Shares”) of the
Funds.

Background Information on the Funds

HealthShares™, Inc. is the investment company with respect to the underlying fund portfolios. Each Fund
offers shares, known as HealthShares™, which are not individually redeemable by the Funds but trade on
the NYSE in individual share lots. Each Fund seeks to invest in a portfolio of securities that substantially
replicates a particular benchmark index (the “Underlying Index”). XShares Advisors LLC (the “Advisor”)
serves as the investment adviser to each Fund.

According to the Funds' prospectus, each of the Underlying Indexes seeks to measure and monitor the
performance of publicly-listed healthcare, life sciences and biotechnology companies. Each Fund focuses
on a different healthcare, life sciences or biotechnology index. XShares Group LLC (“XShares Group”), the
parent of the Advisor, is the creator of each Underlying Index and has created each Underlying Index using
a patent-pending investment approach known as “Vertical Investing.” “Vertical Investing” seeks to categorize
companies within a particular healthcare, life sciences or biotechnology index by focusing on each company's
business activities with regard to the diagnosis of diseases, the developments of drugs, treatments, therapies,
delivery systems, and the development of enabling/research tools and technologies for use in the healthcare,
life sciences or biotechnology sectors. Each Underlying Index will be administered by Standard & Poor's,
the Index Administrator, which will employ the Index Methodology to determine the composition of each
Underlying Index. BNY Investment Advisors acts as the investment sub-adviser to the Funds and will be
responsible for the day-to day management of each Fund's portfolio, which involves principally reconfiguring
the portfolio of each Fund, typically quarterly, to reflect any reconfiguration in the Underlying Index by the
Index Administrator. The Underlying Indexes may include both U.S. and foreign companies.

For each Underlying Index, the Index Administrator will employ the Index Methodology for each Underlying
Index to identify the companies that satisfy these criteria. The Index Methodology is publicly available on the
Funds' website at www.healthsharesinc.com. Any change to the Index Methodology will be posted on the
Funds' website at least 60 days prior to its being implemented.

Shares of the Funds will be issued on a continuous offering basis in groups of Shares, or multiples thereof.
These “groups” of shares are called “Creation Unit Aggregations.” The Funds will issue and redeem Shares
only in Creation Unit Aggregations of 100,000 Shares.

All orders to purchase Shares in Creation Unit Aggregations must be placed through an Authorized
Participant. An Authorized Participant must be either a “Participating Party”, i.e., a broker-dealer or other
participant in the clearing process through the National Securities Clearing Corporation Continuous
Net Settlement System (the “Clearing Process”), a clearing agency that is registered with the SEC, or a
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Depository Trust Company participant, and in each case, must enter into a Participant Agreement. The Funds
impose a transaction fee in connection with the issuance and redemption of Shares to offset transfer and
other transaction costs.

The NAV for the Funds will be calculated and disseminated daily. The Funds' NAV will be calculated
by BNY Investment Advisors. The Funds' NAV will be published in a number of places, including
www.healthsharesinc.com, and on the Consolidated Tape.

For a more complete description of the Funds and the underlying indexes, visit www.healthsharesinc.com.

Principal Risks

Interested persons are referred to discussion in the Funds' prospectus of principal risks of an investment
in the Funds. These include tracking error risk (factors causing a Fund's performance to not match the
performance of the underlying index), market trading risk (for example, trading halts, trading above or
below net asset value), stock market risk, investment style risk, interest rate risk, investment approach risk,
concentration risk, non-diversification risk, issuer-specific risk, management risk, lack of market liquidity, lack
of governmental insurance or guarantee, and fiscal policy risk.

Hours of Trading

Trading in the Funds will be 9:30 a.m. until 4:15 p.m.

Exchange Rules Applicable to the Trading of ETFs

The rules applicable to ETFs are applicable to these Funds since these Funds fall within the definition of an
Investment Company Unit, as provided in Paragraph 703.16 of the Listed Company Manual and NYSE Rule
1100.

Application of Certain NYSE Rules to ETFs

Rule 104 - NYSE Rules 104.20 and 104.21 establish a capital requirement for specialists of $500,000
per ETF. A specialist unit registered only in an ETF would be subject to the $1,000,000 minimum capital
requirement of Rule 104.20.

In addition, Rule 104 governs specialist market making in ETFs. In particular, the rule permits specialists
to engage in “parity” transactions on direct destabilizing ticks without obtaining Floor Official approval. A
“parity” transaction in an ETF would be a trade to bring the security into line with the value of the securities
comprising the ETF, or the value of a futures contract on the index on which the ETF is based.

Rule 13 - NYSE Rule 13.30 provides that stop and stop limit orders in an Investment Company Unit shall be
elected by a quotation, but specifies that if the electing bid on an offer is more than 0.10 point away from the
last sale and is for the specialist's dealer account, prior Floor Official approval is required for the election to be
effective. This rule applies to Investment Company Units generally.

Rule 36.30 - NYSE Rule 36.30 governs the establishment of telephone or electronic communications
between the NYSE's trading floor and any other location. Rule 36 provides that a specialist registered in an
ETF may use a telephone or order entry terminal to enter an order in the ETF itself, in a component security
of the ETF, or in an options or futures contract related to the ETF. In addition, the specialist may use a post
telephone to obtain market information with respect to such ETFs, options, futures, or component securities.
The text of Rule 36 makes clear that if an order in a component security of such ETF is to be executed on the
NYSE, the order must be entered in compliance with NYSE Rule 112(c) and SEC Rule 11a2-2(T) (described
below), and must be entered only for the purpose of hedging a position in the ETF.

The specialist may not use the post wire to call a specialist on the NYSE registered in a component stock
of the ETF to enter an order, nor may the specialist use a SuperDOT terminal to send an order directly via
SuperDOT to another specialist. The specialist registered in an ETF is not registered in the component
stocks, and therefore is not permitted to initiate an “on Floor” order in such a stock.
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NYSE members, including specialists, are permitted to enter an “off-Floor” order. NYSE Rule 112(c) codifies
the principle that a member may use a “communication facility” on the Floor of the NYSE to call an off-Floor
location and enter a proprietary order. The order is deemed to be an “off-Floor” order (i.e., not an order
initiated on the Floor, referred to as an “on Floor” order), provided the order is routed through a clearing firm's
order room off the Floor, and is transmitted to the Floor for execution by an unaffiliated member. This latter
provision is consistent with SEC Rule 11a2-2(T), which permits executions of off-floor member proprietary
orders by unaffiliated members. These rules do not impose restrictions on the types of orders which may
be executed pursuant to the exemptive relief provided. Under Rule 36.30, any orders in a component stock
of an ETF entered for execution on the NYSE from the specialist's post, either by telephone or by means
of a SuperDOT terminal, would have to be routed through a clearing firm's order room off the Floor and
transmitted back to the Floor for execution without the specialist in the ETF interacting with the order or
participating in the execution in any way.

Rule 123C - Market-on-Close/ Limit-At-The-Close Orders - Orders in ETFs are not subject to the NYSE's Rule
123C Market-On-Close (“MOC”)/ Limit-at-the-Close (“LOC”) procedures concerning order entry limitations,
cancellation of orders during a regulatory halt, imbalance publications, and any other limitations or procedures
with respect to MOC/LOC procedures. A MOC/LOC order in an ETF can be entered at any time without
regard to the limitations of Rule 123C. In addition, the closing price of an ETF will not be subject to publication
of imbalances under Rule 123C.

Rule 123D- Pre-Opening Price Indications Policy - Similarly, the NYSE's policies regarding mandatory
dissemination of pre-opening price indications (other than ITS pre-opening notifications) in the case of
significant order imbalances and potentially large price dislocation from the prior close do not apply to ETFs.

Both the MOC/LOC procedures and the mandatory pre-opening price indications policy are intended to
solicit offsetting contra side interest to minimize price dislocation. This rationale does not apply in the case of
ETFs, which are derivatively priced in relation to, among other things, the values of the underlying component
securities, regardless of the extent of an order imbalance.

Rule 105(m) - NYSE Rule 105(m), which prohibits affiliates of specialist units from acting as a primary
market maker in the option on a specialty security, permits such activity with respect to options on a Fund
for affiliates of specialists that have Rule 98 approved procedures in place. The Exchange believes that, as
ETFs are derivatively priced, the conflicts of interest with respect to market making in both the underlying
security and its corresponding option are minimized in this case. The Exchange will also permit a NYSE Rule
98 affiliate of the ETF specialist to act in a market making capacity (but not as a specialist) in the ETF itself on
another market center.

Rule 98 - NYSE Rule 98 provides that affiliates of a specialist organization can receive an exemption from
certain rules applicable to specialists (principally impacting proprietary trading and investment banking),
provided they establish a system of information barriers between themselves and the affiliated specialist. One
of the conditions for the Rule 98 exemption is that the specialist organization be capitalized separate and
apart from any affiliate. The Exchange has deleted this requirement in the case of a specialist organization
that is registered only in ETFs. The Exchange believes that the separate capitalization requirement is not
required in such case, and that the question of adequacy of capital can be appropriately addressed by the
special allocation committee which will allocate the ETF. However, a specialist organization that is registered
only in ETFs will remain subject to the minimum capital requirements specified in Rule 104.20.

Exemptive, Interpretive and No-Action Relief Under Federal Securities Regulations and NYSE Rules

The Securities and Exchange Commission (“SEC”) has issued exemptive, interpretive and no-action relief
from certain provisions of and rules under the Act applicable to trading in the above-mentioned Funds. In
addition, the SEC has approved an NYSE interpretive position with respect to the NYSE's short sale rule.
Members and member organizations are referred to the SEC Letter dated October 24, 2006 from James
Brigagliano, Associate Director, SEC Division of Market Regulation, to Stuart M. Strauss, Clifford, Chance

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

434

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE112%28c%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE11a2-2%28T%29/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE36.30/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE123C/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE123C/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE123C/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE123C/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE123C/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE123D/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE98/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE98/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE98/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE98/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE98/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE98/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


(Class Action Relief for Exchange Traded Index Funds). A description of the SEC's exemptive relief follows;
however, in the event of any discrepancy between this description and the SEC Letter, the text of the SEC
Letter controls.

Short Sale Rules - Transactions in ETFs will not be subject to “tick” requirements of the short sale rule of the
Commission (Rule 10a-1) or the Exchange (Rule 440B). Short orders must be marked SHORT or SHORT
EXEMPT. (See paragraph below regarding Rule 200(g) of Regulation SHO.)

Rule 200(g) of Regulation SHO - The SEC Division of Market Regulation has stated that the Division will
not recommend enforcement action under Rule 200(g) of Regulation SHO if a broker-dealer marks “short”
rather than “short exempt” a short sale effected in the Funds pursuant to the exemptions from the price test of
Rule 10a-1 that have been granted, subject to specified conditions, including that a broker-dealer executing
exempt short sales will mark such sales as “short” and in no event will such sales be marked “long”. (See
letter from James A. Brigagliano, Assistant Director, Division of Market Regulation, SEC, to Ira Hammerman,
Senior Vice President and General Counsel, Securities Industry Association, dated January 3, 2005.)

Regulation M Exemptions - Generally, Rules 101 and 102 of Regulation M prohibit any “distribution
participant” and its “affiliated purchasers” from bidding for, purchasing, or attempting to induce any person
to bid for or purchase any security which is the subject of a distribution until after the applicable restricted
period, except as specifically permitted in Regulation M. The provisions of the Rules apply to underwriters,
prospective underwriters, brokers, dealers, and other persons who have agreed to participate or are
participating in a distribution of securities.

The SEC has granted an exemption from Rule 101 under Regulation M to permit persons participating
in a distribution of shares of the above-mentioned Funds to engage in secondary market transactions in
such shares during their participation in such a distribution. In addition, the SEC has granted relief under
Regulation M to permit persons who may be deemed to be participating in the distribution of shares of the
above-mentioned Funds (i) to purchase securities for the purpose of purchasing Creation Unit Aggregations
of Fund shares and to (ii) tender securities for redemption in Creation Unit Aggregations. Further, the SEC
has clarified that the tender of Fund shares to the Funds for redemption does not constitute a bid for or
purchase of any of the Funds' securities during the restricted period of Rule 101. The SEC has also granted
an exemption pursuant to paragraph (e) of Rule 102 under Regulation M to allow the redemption of Fund
shares in Creation Unit Aggregations during the continuous offering of shares.

Customer Confirmations for Creation or Redemption of Fund Shares (SEC Rule 10b-10) - Broker-dealers
who handle purchases or redemptions of Fund shares in Creation Unit size for customers will be permitted to
provide such customers with a statement of the number of Creation Unit Aggregations created or redeemed
without providing a statement of the identity, number and price of shares of the individual securities tendered
to the Fund for purposes of purchasing Creation Unit Aggregations (“Deposit Securities”) or the identity,
number and price of shares to be delivered by the Trust to the redeeming holder (“Redemption Securities”).
The composition of the securities required to be tendered to the Fund for creation purposes and of the
securities to be delivered on redemption will be disseminated each business day and will be applicable to
requests for creations or redemption, as the case may be, on that day. This exemptive relief under Rule
10b-10 with respect to creations and redemptions is subject to the following conditions:

(1) Confirmations to customers engaging in creations or redemptions must state that all information
required by Rule 10b-10 will be provided upon request;

(2) Any such request by a customer for information required by Rule 10b-10 will be filed in a timely
manner, in accordance with Rule 10b-10(c);

(3) Except for the identity, number and price of shares of the component securities of the Deposit
Securities and Redemption Securities, as described above, confirmations to customers must
disclose all other information required by Rule 10b-10(a).

SEC Rule 14e-5 -An exemption from Rule 14e-5 has been granted to permit any person acting as a dealer-
manager of a tender offer for a component security of the Funds to (1) redeem Fund shares in Creation Unit
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Aggregations from the issuer that may include a security subject to such tender offer and (2) to purchase
Fund shares during such tender offer. In addition, a no-action position has been taken under Rule 14e-5 if a
broker-dealer acting as a dealer-manager of a tender offer for a security of the Fund purchases or arranges
to purchase such securities in the secondary market for the purpose of tendering such securities to purchase
one or more Creation Unit Aggregations of shares, if made in conformance with the following:

(i) such bids or purchases are effected in the ordinary course of business, in connection with a basket
of 20 or more securities in which any security that is the subject of a distribution, or any reference
security, does not comprise more than 5% of the value of the basket purchased; or

(ii) purchases are effected as adjustments to such basket in the ordinary course of business as a result
of a change in the composition of the underlying index; and

(iii) such bids or purchases are not effected for the purpose of facilitating such tender offer.

Section 11(d)(1); SEC Rules 11d1-1 and 11d1-2 - Section 11(d)(1) of the Act generally prohibits a person
who is both a broker and a dealer from effecting any transaction in which the broker-dealer extends credit
to a customer on any security which was part of a new issue in the distribution of which he participated as a
member of a selling syndicate or group within thirty days prior to such transaction. The SEC has clarified that
Section 11(d)(1) does not apply to broker-dealers that are not Authorized Participants (and, therefore, do not
create Creation Unit Aggregations) that engage in both proprietary and customer transactions in shares of
the Funds in the secondary market, and for broker-dealer Authorized Participants that engage in creations
of Creation Unit Aggregations. This relief is subject to specific conditions, including the condition that such
broker-dealer (whether or not an Authorized Participant) does not, directly or indirectly, receive from the fund
complex any payment, compensation or other economic incentive to promote or sell the shares of the ETF to
persons outside the fund complex, other than non-cash compensation permitted under NASD Rule 2830 (I)(5)
(A), (B) or (C). See letter dated November 21, 2005 from Catherine McGuire, Chief Counsel, SEC Division of
Market Regulation, to Securities Industry Association, Derivative Products Committee. The Commission has
also taken a no-action position under Section 11(d)(1) of the Act that broker-dealers may treat shares of the
Funds, for purposes of Rule 11d1-2, as “securities issued by a registered open-end investment company as
defined in the Investment Company Act” and thereby extend credit or maintain or arrange for the extension
or maintenance of credit on shares that have been owned by the persons to whom credit is provided for more
than 30 days, in reliance on the exemption contained in the rule.

SEC Rule 15c1-5 and 15c1-6 - The SEC has taken a no-action position with respect to Rule 15c1-5 and
Rule 15c1-6 as to the required disclosure of control by a broker or dealer with respect to creations and
redemptions of Fund shares and secondary market transactions therein.

Other Matters

Due Diligence - Pursuant to NYSE Rule 405, before a member, member organization, allied member or
employee thereof undertakes to recommend a transaction in ETF shares, such person must exercise due
diligence to learn the essential facts relative to the customer. If any recommendation is made with respect
to such shares, the person making the recommendation should have a reasonable basis for believing, at
the time of making the recommendation, that the customer has such knowledge and experience in financial
matters that he or she may reasonably be expected to be capable of evaluating the risks and any special
characteristics of the recommended transaction, and is financially able to bear the risks of the recommended
transaction. Before a member, member organization or employee thereof recommends a transaction in the
Funds, a determination must be made that the recommendation is in compliance with all applicable Federal
and Exchange rules and regulations, including due diligence obligations under Exchange Rule 405.

Certain Specialist Transactions in ETFs - NYSE Rule 460.10 generally precludes certain business
relationships between an issuer and the specialist in the issuer's securities. Exceptions in the rule, however,
permit specialists in ETF shares to enter into Creation Unit transactions through the Distributor to facilitate
the maintenance of a fair and orderly market. Even so, a specialist Creation Unit transaction may only be
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effected on the same terms and conditions as any other investor, and only at the net asset value of the ETF
shares. In addition, a specialist may acquire a position in excess of 10% of the outstanding issue of the ETF
shares. Specialists registered in a security issued by an investment company may purchase and redeem
the investment company unit, or securities that can be subdivided or converted into such unit, from the
investment company as appropriate to facilitate the maintenance of a fair and orderly market in the subject
security.

Trading Halts - In order to halt the trading of an ETF, the Exchange may consider, among other things, factors
such as the extent to which trading is not occurring in the underlying securities and whether other unusual
conditions or circumstances detrimental to the maintenance of a fair and orderly market are present. In
addition, trading in Fund shares is subject to trading halts caused by extraordinary market volatility pursuant
to NYSE Rule 80B. If the end-of-day Index value or IOPV applicable to a Fund is not being disseminated as
required, the Exchange may halt trading during the day in which the interruption to the dissemination of the
Index value or IOPV occurs. If the interruption to the dissemination of the Index value or IOPV persists past
the trading day in which it occurred, the Exchange will halt trading no later than the beginning of the trading
day following the interruption.

Prospectus Delivery - Exchange members and member organizations should be mindful of applicable
prospectus delivery requirements under the federal securities laws with respect to transactions in the
Funds. In that regard, the Exchange notes that although NYSE Rule 1100(b) provides for delivery of written
descriptions to customers of Funds that have received an exemption from Section 24(d) of the Investment
Company Act, there is at this time no written description available for these particular Funds. Members and
member organizations are advised that delivery of a prospectus in lieu of a written description would satisfy
the requirements of Rule 1100(b).

Purchases and Redemptions in Creation Unit Size - Exchange members and member organizations are
hereby informed that procedures for purchases and redemptions of Shares in Creation Unit Size are
described in the Funds' prospectus and Statement of Additional Information, and that Shares are not
individually redeemable but are redeemable only in Creation Unit Size aggregations or multiples thereof.

Surveillance - All Exchange surveillances applicable to trading of equities on the Exchange will apply to
trading in the Shares of the Funds.

Questions concerning the matters discussed in this Memorandum may be addressed as follows:

General Questions on ETFs:

Michael Cavalier, Office of the General Counsel — (212) 656-2474

Questions on Due Diligence:

Stephen A. Kasprzak, Member Firm Regulation — (212) 656-5226

Questions on Exchange Rules:

Daniel M. Labovitz, Market Surveillance — (212) 656-2081

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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April 2, 2007

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW RULE 80A COLLARS AND RULE 80B CIRCUIT BREAKER LEVELS FOR SECOND
QUARTER 2007

EFFECTIVE April 1, 2007 through June 30, 2007

Rule 80A restrictions on index arbitrage trading in component stocks of the S&P 500 Stock Price Index will be
imposed when the NYSE Composite Index (also known as NYA) is above or below its closing value on the
previous trading day by:

180 points or more

Rule 80A restrictions will be removed when the NYSE Composite Index is above or below its closing value on
the previous trading day by:

90 points or less

Index arbitrage order entry restrictions will be re-imposed each time the NYSE Composite Index advances or
declines

180 points from the prior day's close.

Rule 80B trading halts will be triggered when the Dow Jones Industrial Average (“DJIA”) declines below its
closing value on the previous trading day by:

1,250 points (Level 1)

2,450 points (Level 2)

3,700 points (Level 3)

Rule 80A

Whenever Rule 80A collars are in effect due to a decline in the NYSE Composite Index, all index arbitrage
orders to sell any component stock of the S & P 500 Stock Price Index must be marked “sell plus”; and
whenever the collars are in effect due to an advance in the NYSE Composite Index, all index arbitrage
orders to buy must be marked “buy minus.” Members and member organizations are advised that if an index
arbitrage order or any of its components is unexecuted at the time the collar is invoked, such order(s), if they
do not already carry stabilizing tick instructions, must be cancelled and may be re-entered with stabilizing tick
instructions.

Rule 80B

Whenever a Rule 80B circuit breaker is in effect, trading in all stocks on the Exchange will halt for the time
periods specified below.

Level 1 Halt

a) before 2:00 p.m. - one hour;

b) at 2:00 p.m. or later but before 2:30 p.m. - 30 minutes;

c) at 2:30 p.m. or later - trading shall continue, unless there is a Level 2 Halt.
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Level 2 Halt

a) before 1:00 p.m. - two hours;

b) at 1:00 p.m. or later but before 2:00 p.m. - one hour;

c) at 2:00 p.m. or later - trading shall halt and not resume for the remainder of the day.

Level 3 Halt

At any time - trading shall halt and not resume for the remainder of the day.

A complete discussion of the calculation of trigger values for Rule 80B was published in Information Memo
No. 98-15, dated April 13, 1998.

Questions concerning this bulletin should be directed as follows:

Patrick Giraldi, Director, Market Surveillance, at (212) 656-6804, or Douglas Witter, Senior Special Counsel,
Market Surveillance, at (212) 656-4875.

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

439

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80B/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/98-15/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/98-15/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 07-29

Click to open document in a browser

March 30, 2007

   ATTENTION: HEADS OF EQUITY TRADING DESKS AND CHIEF COMPLIANCE OFFICERS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Use of Floor Broker Error Accounts in Connection with System Issues Experienced on March 28,
2007

As a result of system issues occurring at the New York Stock Exchange on March 28, 2007, the NYSE
experienced delays in delivering execution reports in certain stocks. Trading Floor brokers were advised
on March 28 th to check the status of their electronically transmitted orders with the specialist and to trade
manually. In some cases, duplicate executions may have resulted. The systems issues may have resulted
in marketable customer orders remaining unexecuted at the Close or cancellations of open orders not being
processed before the orders were executed.

I. Use of Error Accounts

Although such transactions are not “errors” as currently defined by the NYSE, 1   the NYSE is granting limited
relief to permit Floor broker member organizations to use their error accounts (i) to execute customer orders
which remained unexecuted notwithstanding that the order was marketable at some point in time between
order entry on the Floor of the NYSE up to and including the closing transaction, or (ii) to unwind trades
that were the subject of a valid cancellation. If the error account is used to execute a customer order, the
customer is entitled to the first price or prices in time sequence at which the order was marketable. For more
information about processing transactions in the member organization's error account, see Information Memo
02-19 (“Errors, Erroneous Reports And Error Accounts - Rules 134, 411 and 407A”), April 29, 2002.

Questions regarding Section I may be addressed to

Michael Lee, Director, Member Trading I, at (212) 656-5311, Brett Kofman, Director, Member Trading I,
at (212) 656-2041, Rohan Prashad, Director, Member Trading I, at (212) 656- 6772, or Patrick Giraldi,
Director, On-Floor Surveillance, at (212) 656-6804.

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
booth in the EBR.

II. Review of Double Executions for Consideration of Reimbursement

In certain situations, a broker may have executed a customer order manually while the order was also
pending in the system. However, if the specialist or the system later executed the order automatically as a
result of the draining of the queue at or near the Close, the customer should receive the initial trade price. To
address the double execution, the broker should trade out of the automatic execution at the prevailing market
price. Where the broker's trade-out will result in a loss to the broker, the broker should properly document
the circumstances of the transactions, fill out the attached form, and submit the completed documentation to
the NYSE for consideration of reimbursement by the NYSE. Where the trade-out will result in a profit to the
broker, the profits should be remitted to the NYSE Foundation as promptly as practicable.

Please note that the process described above is limited to double executions resulting from the delays in
processing orders on March 28, 2007.

Questions regarding Section II should be directed to:
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Edward McMahon, Senior Vice President, NYSE Group, at (212) 656-4708 or Craig Hammond,
Managing Director, NYSE Group, at (212) 656-2661.

Submissions for consideration of reimbursement may be submitted in person directly to Floor Operations
personnel on the Executive Ramp; via email to nyseclaims@nyse.com, or via U.S. mail to NYSE
Compensation Claims, 11 Wall St., 15th Floor, New York, NY 10005, Attn: Deborah Marucci.

Attachments

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Attachments

NYSE

COMPENSATION IN RELATION TO EXCHANGE SYSTEM FAILURE

CLAIM FORM
 

Point of Contact for your firm:Name:
Address:
Phone #:
e-mail:

 

SYSTEM
 

Trade Date and time of
event:
 

Date and time of contact with
NYSE staff:
Staff Person contacted:
 

Date of Claim:
 

Amount of Claim: (Profit /
Loss)
 

Order detail BBSS Agency / Display Book / Other _________________
Firm:
Branch:
Sequence:
Turnaround number:
Time:
Buy / Sell:
Quantity:
Security:
Price:
Reports received:

(List additional orders if any
on back of this form)
 

Covering trade detail Date:
Time:
Price:

 

State reason for claim:
 

Additional Order detail BBSS Agency / Display Book:
Firm:
Branch:
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Sequence:
Turnaround number:
Time:
Buy / Sell:
Quantity:
Security:
Price:
Reports received:

 

Covering trade detail Date:
Time:
Price:

 

Additional Order detail BBSS Agency / Display Book:
Firm:
Branch:
Sequence:
Turnaround number:
Time:
Buy / Sell:
Quantity:
Security:
Price:
Reports received:

 

Covering trade detail Date:
Time:
Price:

 

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See NYSE Information Memo 06-63 ("Errors And Erroneous Reports [NYSE 134 And 411(a)]"), August
28, 2006.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

442

http://prod.resource.cch.com/resource/scion/citation/pit/06-63/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 07-28

Click to open document in a browser

March 20, 2007

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, OPERATIONS, COMPLIANCE AND
LEGAL DEPARTMENTS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: TEMPORARY RELIEF FROM THE APPLICATION OF NYSE RULE 409(f)

Introduction

This Information Memo provides guidance with respect to the requirement in Rule 409(f) to include on
confirmations of transactions to customers the venue of execution.

Background

Specifically, Rule 409(f) requires that confirmations of all transactions (including those made “over-the-
counter” and on other exchanges) in securities admitted to dealings on the NYSE that are sent by member
organizations to their customers indicate the settlement date of the transaction and bear the name of the
securities market on which the transaction was effected. This requirement also applies to confirmations or
reports from an organization to a correspondent, but does not apply to reports made by floor brokers to the
member organization from whom the orders were received.

“Away Market” Indicators

With the adoption of Regulation NMS, an increasing number of orders that are routed to one market are
rerouted to other markets which are, at that time, displaying a better quotation for execution. Moreover, the
requirement of the Regulation NMS order protection rule may often lead to relatively small orders receiving
executions in multiple market centers. This has created an operational challenge for member organizations to
capture the name of the market of execution on a timely basis to include on the transaction confirmation, even
though “away market” indicators are available through SIAC to satisfy the requirement under Rule 409(f).

As a result of these challenges, the Exchange hereby grants temporary relief from the application of
Rule 409(f) until September 30, 2007. During the interim period, the Exchange will continue to study the
operational burden on member organizations and reassess the requirements of Rule 409(f).

Questions regarding this Information Memo may be directed to your Finance Coordinator.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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March 19, 2007

   ATTENTION: CHIEF EXECUTIVE OFFICER, FINANCIAL & OPERATIONS OFFICER, MANAGING
PARTNERS, CREDIT AND MARGIN DEPARTMENTS, COMPLIANCE AND LEGAL DEPARTMENTS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: SAMPLE PORTFOLIO MARGINING RISK DISCLOSURE AND ACKNOWLEDGMENT
STATEMENTS

This Information Memo provides sample “portfolio margining risk disclosure” and “customer
acknowledgement” text that member organizations may use to satisfy the requirements of NYSE Rule 431(g).
1   As discussed more fully below, Rule 431(g) requires that such material (or “substantially similar” material)
be provided to customers prior to opening a portfolio margin account.

On December 12, 2006, the Securities and Exchange Commission (“SEC”) approved amendments to NYSE
Rule 431 (“Margin Requirements”) that will permit the application of portfolio margin to an expanded universe

of eligible products. 2   The amendments are effective April 2, 2007.

These amendments removed from the text of the rule sample “risk disclosure” and “customer

acknowledgment” language 3   that member organizations could use to satisfy Rule 431(g) requirements with
respect to opening customer portfolio margin accounts.

Amended Rule 431(g) continues to provide that, on or before the initial transaction in a portfolio margin
account, member organizations must: 1) furnish a risk disclosure statement to each prospective customer,

and 2) obtain from each such customer an executed acknowledgement. Rule 726 4   requires that these
materials be in a format prescribed by the Exchange or in a format developed by the member organization,
provided it contains substantially similar information as the prescribed Exchange format and has received the

prior written approval of the Exchange. 5   A revised Exchangeprescribed format that may be used to satisfy
the requirements of Rule 431(g) is attached as Exhibit A. This format was developed in conjunction with the
NASD and the CBOE and is substantively consistent with the corresponding sample documents prescribed
by those entities.

Any questions regarding this Information Memo can be directed to Rudolph Verra at (212) 656-2924, Glen
Garofalo at (212) 656-2084, or Steve Yannolo at (212) 656-2274, or your finance coordinator.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Attachments

Exhibit A

Sample Portfolio Margining Risk Disclosure Statement to Satisfy Requirements of Exchange Rule 431(g)

OVERVIEW OF PORTFOLIO MARGINING

1. Portfolio margining is a margin methodology that sets margin requirements for an account based on the
greatest projected net loss of all positions in a “security class” or “product group” as determined by an options
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theoretical pricing model using multiple pricing scenarios. These pricing scenarios are designed to measure
the theoretical loss of the positions given changes in both the underlying price and implied volatility inputs to
the model.

2. The goal of portfolio margining is to set levels of margin that more precisely reflect actual net risk. The
customer benefits from portfolio margining in that margin requirements calculated on net risk are generally
lower than alternative “position” or “strategy” based methodologies for determining margin requirements.
Lower margin requirements allow the customer more leverage in an account.

CUSTOMERS ELIGIBLE FOR PORTFOLIO MARGINING

3. To be eligible for portfolio margining, customers (other than broker-dealers or members of a national
futures exchange) must be approved for writing uncovered options. If a customer (other than a broker-dealer
or member of a national futures exchange) wishes to trade in unlisted derivatives, the customer must have
and maintain at all times account equity of not less than five million dollars, aggregated across all accounts
under identical ownership at the clearing broker. This identical ownership requirement excludes accounts
held by the same customer in different capacities (e.g., as a trustee and as an individual) and accounts where
ownership is overlapping but not identical (e.g., individual accounts and joint accounts). In addition to the
requirements of the self-regulatory organization rule, carrying broker-dealers may have their own minimum
equity requirement and possibly other eligibility requirements.

POSITIONS ELIGIBLE FOR A PORTFOLIO MARGIN ACCOUNT

4. All margin equity securities (as defined in Section 220.2 of Regulation T of the Board of Governors of
the Federal Reserve System), warrants on equity securities or on indices of equity securities, equity-based
or equity-index based listed options, and security futures products (as defined in Section 3(a)(56) of the
Securities Exchange Act of 1934) are eligible for a portfolio margin account. In addition, a customer that
has an account with equity of at least five million dollars may establish and maintain positions in unlisted
derivatives (e.g., OTC swaps, options) on an equity security or index of equity securities that can be priced by
a theoretical pricing model approved by the Securities and Exchange Commission (“SEC”).

SPECIAL RULES FOR PORTFOLIO MARGIN ACCOUNTS

5. A portfolio margin account may be either a separate account or a sub-account of a customer's standard
margin account. In the case of a sub-account, equity in the standard account will be available to satisfy any
margin requirement in the portfolio margin sub-account without transfer to the sub-account.

6. A portfolio margin account or sub-account will be subject to a minimum margin requirement of $.375 for
each listed option, unlisted derivative and security futures product, multiplied by the contract's or instrument's
multiplier, carried long or short in the account. Other eligible products are not subject to a minimum margin
requirement.

7. A margin deficiency in the portfolio margin account or sub-account, regardless of whether due to new
commitments or the effect of adverse market movements on existing positions, must be met within three
business days. Failure to meet a portfolio margin deficiency prior to the end of the third business day will
result in a prohibition on entering any new orders, with the exception of new orders that reduce the margin
requirement. Failure to meet a portfolio margin deficiency by the end of the third business day will result in
immediate liquidation of positions on the fourth business day, to the extent necessary to eliminate the margin
deficiency.

8. Any shortfall in aggregate equity across accounts, when required, must be met within three business
days. Failure to meet a minimum equity deficiency prior to the end of the third business day will result in a
prohibition on entering any new orders, with the exception of new orders that reduce the margin requirement,
beginning on the fourth business day and continuing until such time as the minimum equity requirement
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is satisfied or all unlisted derivatives are liquidated or transferred out of the portfolio margin account to the
appropriate securities account.

9. When a broker-dealer carries a standard cash account or margin account for a customer, the broker-dealer
is limited by rules of the SEC and of the Options Clearing Corporation (“OCC”) to the extent to which the
broker-dealer may permit the OCC to have a lien against long option positions in those accounts. In contrast,
the OCC will have a lien against all long option positions that are carried by a broker-dealer in a portfolio
margin account, and this could, under certain circumstances, result in greater losses to a customer having
long option positions in such an account in the event of the insolvency of the customer's broker. Furthermore,
the carrying broker-dealer has a lien on all long positions in a portfolio margin account, including margin
equity securities, even if fully paid. Accordingly, to the extent that a customer does not borrow against long
options and margin equity positions in a portfolio margin account or have margin requirements in the account
against which the long options or margin equity securities can be credited, there is no advantage to carrying
the long options and margin equity securities in a portfolio margin account and the customer should consider
carrying them in an account other than a portfolio margin account.

10. Customers participating in portfolio margining will be required to sign an agreement acknowledging that
their security positions and property in the portfolio margin account will be subject to the customer protection
provisions of Rule 15c3-3 under the Securities Exchange Act of 1934 and the Securities Investor Protection
Act.

SPECIAL RISKS OF PORTFOLIO MARGIN ACCOUNTS

11. Portfolio margining generally permits greater leverage in an account, and greater leverage creates greater
losses in the event of adverse market movements.

12. Because the maximum time limit for meeting a margin deficiency is shorter than in a standard margin
account, there is increased risk that a customer's portfolio margin account will be liquidated involuntarily,
possibly causing losses to the customer.

13. Because portfolio margin requirements are determined using sophisticated mathematical calculations
and theoretical values that must be calculated from market data, it may be more difficult for customers to
predict the size of future margin deficiencies in a portfolio margin account. This is particularly true in the case
of customers who do not have access to specialized software necessary to make such calculations or who
do not receive theoretical values calculated and distributed periodically by an approved vendor of theoretical
values.

14. For the reasons noted above, a customer that carries long eligible positions in a portfolio margin account
could, under certain circumstances, be less likely to recover the full value of those positions in the event of
the insolvency of the carrying broker.

15. Trading of margin equity securities, warrants on equity securities or on indices of equity securities,
listed options, unlisted derivatives, and security futures products in a portfolio margin account is generally
subject to all the risks of trading those same products in a standard securities margin account. Customers
should be thoroughly familiar with the risk disclosure materials applicable to those products, including the
booklets entitled “Characteristics and Risks of Standardized Options” and “Security Futures Risk Disclosure
Statement”. Because this disclosure statement does not disclose the risks and other significant aspects of
trading in security futures and options, customers should review those materials carefully before trading in a
portfolio margin account.

16. Customers should consult with their tax advisers to be certain that they are familiar with the tax treatment
of transactions in margin equity securities, warrants on equity securities or on indices of equity securities
, listed options, unlisted derivatives, and security futures products, including tax consequences of trading
strategies involving both security futures and option contracts.
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17. The descriptions in this disclosure statement relating to eligibility requirements for portfolio margin
accounts, and minimum equity and margin requirements for those accounts, are minimums imposed under
the self-regulatory organization rules. Time frames within which margin and equity deficiencies must be met
are maximums imposed under the self-regulatory organization rules. Broker-dealers may impose their own
more stringent requirements.

18. Customers should bear in mind that the discrepancies in the cash flow characteristics of security futures
and certain options are still present even when those products are carried together in a portfolio margin
account. In addition, discrepancies in the cash flow characteristics of certain unlisted derivatives may also
be present when those products are carried in a portfolio margin account. Both security futures and options
contracts are generally marked to the market at least once each business day. Similarly, certain unlisted
derivatives may also be marked to the market on a daily basis. However, there may be incongruity between
each eligible product in that marks may take place with different frequency and at different times within the
day. For example, when a security futures contract is marked to the market, the gain or loss is immediately
credited to or debited from, respectively, the customer's account in cash. While a change in the value of a
long option contract may increase or decrease the equity in the account, the gain or loss is not realized until
the option is liquidated, exercised, or assigned. Accordingly, a customer may be required to deposit cash in
the account in order to meet a variation payment on a security futures contract even though the customer is in
a hedged position and has experienced a corresponding (but yet unrealized) gain on an option. Alternatively,
a customer who is in a hedged position and would otherwise be entitled to receive a variation payment on a
security futures contract may find that the cash is required to be held in the account as margin collateral on an
offsetting option position.

* * * * *

Sample Portfolio Margining Acknowledgement

ACKNOWLEDGEMENT FOR CUSTOMERS UTILIZING A PORTFOLIO MARGIN ACCOUNT

As discussed in the Portfolio Margining Risk Disclosure Statement, portfolio margining must be conducted
in a margin account dedicated exclusively to portfolio margining. Portfolio margin accounts are treated as
securities accounts carried with broker-dealers. As such, positions in portfolio margin accounts are covered
by Rule 15c3-3 under the Securities Exchange Act of 1934, which protects customer accounts.

Rule 15c3-3 under the Securities Exchange Act of 1934 requires that a broker or dealer promptly obtain and
maintain physical possession or control of all fully-paid securities and excess margin securities and maintain
a special reserve account for the benefit of their customers. Fully-paid securities are securities carried in a
cash account and margin equity securities carried in a margin or special account (other than a cash account)
that have been fully paid for. Excess margin securities are a customer's margin securities having a market
value in excess of 140% of the total of the debit balances in the customer's non-cash accounts. For the
purposes of Rule 15c3-3, securities held subject to a lien to secure obligations of the broker-dealer are not
within the broker-dealer's physical possession or control. The Securities and Exchange Commission (“SEC”)
staff has taken the position that all long option positions in a customer's portfolio margining account may
be subject to such a lien by the Options Clearing Corporation (“OCC”) and will not be deemed fully-paid or
excess margin securities under Rule 15c3-3.

The hypothecation rules under the Securities Exchange Act of 1934 (Rules 8c-1 and 15c2-1) prohibit broker-
dealers from permitting the hypothecation of customer securities in a manner that allows those securities to
be subject to any lien or liens in an amount that exceeds the customer's aggregate indebtedness. However,
all long option positions in a portfolio margining account will be subject to the OCC's lien, including any
positions that exceed the customer's aggregate indebtedness. Furthermore, all long positions, including
margin equity securities, in a portfolio margin account are held subject to a lien by the carrying broker-
dealer, even if fully paid. The SEC staff has taken a position that would allow customers to carry positions
in portfolio margining accounts even when those positions exceed the customer's aggregate indebtedness.
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Accordingly, within a portfolio margin account, to the extent that you have long option and/or margin equity
securities positions that do not operate to offset your aggregate indebtedness and thereby reduce your
margin requirement, you receive no benefit from carrying those positions in your portfolio margin account and
incur the additional risk of the OCC's lien on your long option position(s) and the carrying broker-dealer's lien
on all of your long positions.

Additionally, the Securities Investor Protection Corporation insures customer accounts against the financial
insolvency of a broker-dealer in the amount of up to $500,000 to protect against the loss of registered
securities and cash maintained in the account for purchasing securities or as proceeds from selling securities
(although the limit on cash claims is $100,000).

BY SIGNING BELOW YOU AFFIRM THAT YOU HAVE READ AND UNDERSTOOD THE PORTFOLIO
MARGINING RISK DISCLOSURE STATEMENT AND ACKNOWLEDGE AND AGREE THAT:

LONG POSITIONS IN A PORTFOLIO MARGINING ACCOUNT WILL BE EXEMPTED FROM CERTAIN
CUSTOMER PROTECTION RULES OF THE SECURITIES AND EXCHANGE COMMISSION AS
DESCRIBED ABOVE AND WILL BE SUBJECT TO A LIEN BY THE CARRYING BROKER-DEALER,
AS WELL AS BY THE OPTIONS CLEARING CORPORATION WITH RESPECT TO LONG OPTION
POSITIONS, WITHOUT REGARD TO SUCH RULES.

CUSTOMER NAME: __________________________________

BY: ____________________________________

DATE __________________

(Signature/title)

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Rule 431(g)(5)(c).
2  See Release No. 34-54918 (December 12, 2006) 71 FR 75790 (December 18, 2006) (SR-

NYSE-2006-13) and NYSE Information Memo No. 06-86, dated December 21, 2006.
3  See subsection (d) of NYSE Rule 726 ("Delivery of Options Disclosure Document and Prospectus").
4  See Rule 726(d).
5  As part of the approval process to participate in portfolio margining, member organizations must include

a copy of their portfolio margin disclosure and acknowledgement statements with their applications.
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March 14, 2007

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: EXPIRATION FRIDAY - MARCH 16, 2007 - RULE 123C

IMPORTANT

March 16, 2007 will be a quarterly Expiration Friday for stock and index options and stock and index futures
products, whose settlement pricing is based upon Exchange opening or closing prices on that day.

This Information Memorandum is being distributed to remind members and member organizations of certain
rules and policies of the Exchange with respect to market-on-close/limit-on-close (“MOC/LOC”) order entry
and imbalance publication procedures.

S&P Quarterly Rebalance

On March 16, 2007, S&P will again effect a quarterly share rebalancing of the S&P 500, the S&P
MidCap 400 and S&P SmallCap 600 indices. Details concerning these will be posted on S&P's website
(www.standardandpoors.com).

Market-On-Close/Limit-On-Close Order Entry Procedures

Members and member organizations are strongly urged to carefully review their procedures for entering
MOC and LOC orders. In this regard, such orders should be entered with the specialist as early in the day
as feasible. This will provide an opportunity for specialists to better ascertain possible order imbalances
that might exist at the close, and to disseminate that information. Consequently, efforts can be made more
effectively to contact potential offsetting interest which could mitigate any existing imbalance.

Index arbitrageurs are reminded that MOC/LOC orders relating to expiring derivative instruments whose
settlement pricing is based upon NYSE closing prices may not be entered after 3:40 p.m., even if such orders
might offset MOC imbalances published on the tape after 3:40 p.m.

Market-On-Close/Limit-On-Close Imbalance Publication Procedures

a. Informational MOC imbalance publications between 3:00 p.m. and 3:40 p.m.

In view of possible greater than normal volume on March 16, 2007, specialists should disseminate MOC
imbalances as early as possible. Between 3:00 p.m. and 3:40 p.m., specialists are encouraged to publish
informational MOC imbalances of any size that could cause significant price dislocation at the close. These
publications are informational only and do not limit MOC/LOC order entry or cancellation before 3:40 p.m.
Pursuant to Rule 123C, publication of informational imbalances requires Floor Official approval.

Members and member organizations are reminded that under Rule 123C, publication of informational
imbalances between 3:00 p.m. and 3:40 p.m. are to be updated as soon as practicable after 3:40 p.m.

b. Required MOC imbalance publications at 3:40 p.m. and 3:50 p.m.

As soon as practicable after 3:40 p.m., the specialist must publish any imbalance of 50,000 shares or more,
regardless of whether an informational imbalance was published. In addition, any specialist who published an
informational imbalance of any size must publish an update, indicating either the current imbalance or a “no
imbalance” situation as soon as practicable after 3:40 p.m. In situations where the specialist did not publish
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an imbalance or a “no imbalance” notification at 3:40 p.m., but an order imbalance occurred after 3:40 p.m.,
the specialist may publish such imbalance at 3:50p.m. in a manner consistent with the requirements set forth
in Rule 123C and this memorandum.

As soon as practicable after 3:50 p.m., specialists must update imbalances published at 3:40 p.m. or
indicate “no imbalance”. If the specialist reported “no imbalance” at 3:40 p.m., the specialist must publish any
significant imbalance or any imbalance of 50,000 shares or more as soon as practicable after 3:50 p.m.

c. Recommended MOC imbalance publications

Specialists are encouraged to publish MOC imbalances of fewer than 50,000 shares that could cause
significant price dislocation at the close. With respect to such imbalance publications at either 3:40 p.m. or
3:50 p.m., specialists are expected to obtain Floor Official approval prior to publication if possible.

Adequacy of operations and supervisory staff

Specialists should ensure that both operational and supervisory staffing are sufficient to monitor and process
all orders, regardless of the form in which they are received, as well as to handle the increased workload.
Specialists should seek the advice of a Floor Official for unusual situations as early as possible.

See Rule 123C for further discussion of procedures for MOC and LOC orders.

Expiration Day Opening Imbalance Publication

Exchange Rule 123C has been amended to eliminate the publication of market order imbalances of 50,000
shares or more in all stocks via the low-speed ticker and the news services. This provision was eliminated
because, on occasion, the practice of publishing only pre-opening market order imbalances prompted
concerns from some market participants that the information might be misleading, since the imbalances
disseminated may not show the true imbalance situation in a stock. This was of special concern in those
stocks that are part of an expiring index whose settlement is based on NYSE opening prices, since limit
orders are not included in the imbalance publication. As a result, the Exchange eliminated these publications.

The Exchange will, however, continue to utilize its regular pre-opening procedures with respect to price
indications in situations where the opening price would be affected by an imbalance of buy and sell orders,
both market and limit orders, in a security. These procedures, as set forth in Rule 123D (“Openings and Halts
in Trading”), provide ample notification to the marketplace through multiple price indications if necessary
under the supervision of a Floor Official.

In addition, pursuant to the NMS Linkage Plan, specialists will still be required to give pre-opening price
notifications if the opening price of a stock is anticipated to be more than .10 of a point from a composite last
sale under $15 or more than .25 of a point from a composite last sale of $15 or higher. For more information
on the dissemination of pre-opening price information, members should consult Information Memo 06-70
(“Implementation of the NMS Linkage Plan - NYSE Rules 15 and 15A”), dated September 29, 2006.

Due Diligence Requirements and Compliance Procedures

Consistent with the requirements of Exchange Rule 405, before any at-the-close order is transmitted to the
Floor, the member or member organization accepting the order must exercise due diligence to learn the
essential facts relative to the order, including the purpose and propriety of the at-the-close instruction. In
addition, an imbalance of orders at or near the close, caused in part by the entry of such orders, could lead to
trading being halted in the security and such orders not receiving an execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep
in mind the requirements of Exchange Rule 97 regarding member trading. Firms should review procedures
utilized in connection with orders to be executed at or near the close with their traders and other order entry
personnel. Firms should also review systemic order entry functions (e.g., algorithms or “smart servers”) for
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compliance with the provisions of this Information Memorandum. Firms should also review the provisions of
Information Memo No. 95-28 (July 10, 1995) (see Attachment A), which discussed trading near the close and
trading activity that would constitute violations of Exchange Rules as well as federal securities laws.

In that connection, firms are reminded that where a firm has committed to purchase from (sell to) a customer
an order at a price that is derived from the closing price (e.g., VWAP and MOC orders), reserving a significant
position of its hedging or covering transaction to be executed at or near the close, it must operate with
substantial care. If the transaction is completed in a manner that does not effectively place the firm at market
risk or if the transaction does not provide an opportunity for possible contra side interest to develop and/or
react to the activity, it would raise manipulative concerns and would operate as conduct inconsistent with just
and equitable principles of trade. This could occur if a firm's trader or firm's “smart server” entered a single or
multiple orders into the market at or near the close.

In addition, members and member organizations should review other applicable SEC and New York Stock
Exchange regulations, such as Section 9(a)(2) of the Securities Exchange Act and Rules 10a-1, 10b-5, as
well as the margin and capital rules. Firms must ensure that they have adequate policies and procedures in
place to detect, deter, and prevent such potentially violative conduct.

Questions concerning this memorandum may be addressed to the following persons or areas in the Market
Surveillance Division:

Rohan Prashad, Director, Market Surveillance, at (212) 656-6772, or Patrick Giraldi, Director, Market
Surveillance, at (212) 656-6804

Questions may also be directed to OFSU via the White Phone or in person at their booth in the EBR.
Questions that are not time sensitive may also be submitted to Ask Market Surveillance. (For information
about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3, which was issued on
January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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March 12, 2007

   ATTENTION: MANAGING PARTNERS, CHIEF EXECUTIVE OFFICER, CHIEF FINANCIAL AND
OPERATIONS PARTNERS/OFFICERS AND CONTROLLER

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: WEB-BASED TRANSMISSION OF FOCUS REPORT DATA

Effective, April 1, 2007, a new web-based FOCUS data entry application, eFOCUS, will be available to all
member organizations via the Electronic Filing Platform (EFP). Beginning with the filing of the March 2007
FOCUS report, which is due in April 2007, all firms will be required to utilize this new application for filing of
FOCUS reports and amendments to such reports.

While there are no changes to the information to be reported on the FOCUS reports (specifically Part II, Part
IIA, Part II CSE and Schedule I), the method of filing via a web-based application will include major technical
enhancements, including:

▪ Web-based access from any workstation with a digital certificate and access to the NYSE EFP. This
application will no longer be client-based which will simplify maintenance of the application because no
desktop deployment will be required.

▪ A new dashboard will be available to member organizations providing quick and easy navigation to
all FOCUS filings and application features.

▪ An enhanced import will permit the use of NYSE-defined excel templates and XML schemas, which
will allow member organizations to import data into the eFOCUS application.

▪ Various new features will aid in data entry for FOCUS reports such as prior values, average of the
last twelve months filings, formula components and references.

▪ An analysis wizard will allow you to perform comparisons of entire reports, pages, line items and
groupings of line items for graphing and exporting.

▪ Multi-role functionality feature roles for reading, editing, approving and submitting, if the member
organization chooses to implement them.

▪ PDF file generation and e-mail capability for FOCUS filings.

▪ Filings will be automatically generated for the firm based on the NYSE Regulation FOCUS filing
calendar (made available for editing at the start of the filing period).

▪ Streamlined amendment processing will enable tracking of the status.

▪ Applicable PC FOCUS functionality will be preserved, such as exporting to TRK files for internal use.

▪ Online submission of FOCUS reports facilitates immediate viewing and analysis by NYSE Regulation
Finance Coordinators with the capability for prompt feedback.

Please review the attached system requirements for the eFOCUS filing system to ensure proper utilization
of this application on the EFP. The user guide is available on the NYSE Electronic Filing Platform Regulatory
website under bulletins (https://efp.nyse.com) for assistance in utilizing the new functionality of the application
via the EFP, where it can be accessed, viewed and printed.

Existing EFP FOCUS access will be migrated to eFOCUS. It is the responsibility of each member
organization to provide the Exchange with any role changes. Please provide your NYSE Finance Coordinator
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with the name, e-mail address, phone number and user roles (as defined in the user guide) by March 31,
2007.

Technical specification questions should be directed to the PC Service Center at 212-383-2062. Business
related questions should be directed to your Finance Coordinator.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Attachments
 

System Requirements for the FOCUS Filing System
 

 

1. User must be registered with the NYSE EFP (Electronic Filing Platform). To register
new users and/or to setup your active FOCUS role (approver, editor, submitter, reader
(default role)), please call PC Service Center at: 212-383-2062.

 

3. Focus Filing System is compatible with IE Version 5.5 or Higher.
 

4. The system has been tested and certified for Windows 2K and XP only. Other variations
of Windows have not yet been certified.

 

5. Recommended Screen resolution: 1024x768.
 

6. Memory recommendation minimum 512MB.
 

7. IE security needs to be set to below the highest setting to allow the use of built-in/native
Active X components.

 

8. Java Scripting and Cookies have to be enabled.
 

9. Microsoft Excel installed.
 

10. Adobe Acrobat Reader installed.
 

11. Digital Certificate must be installed to use the FOCUS application. Please visit the
website: https://janus.efp.nyse.com - to request and retrieve the digital certificate. Please
note that each Digital Certificate is unique to the user and the PC.

 

12. Filings submitted for the last 36 periods (monthly or quarterly - will vary from firm to firm)
will be available via the new FOCUS application for viewing. Prior filings submitted will
be furnished upon request.

 

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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March 12, 2007

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Listing of Nine HealthShares TM Funds

The following nine HealthShares TM exchange-traded funds (“ETFs”) will be listed and begin trading on the
NYSE, beginning day, March 12, 2007:

HealthShares Autoimmune-Inflammation Exchange-Traded Fund HHA
HealthShares Cancer Exchange-Traded Fund HHK
HealthShares Cardiology Exchange-Traded Fund HRD
HealthShares Composite Exchange-Traded Fund HHQ
HealthShares GI/Gender Health Exchange-Traded Fund HHU
HealthShares Metabolic-Endocrine Disorders Exchange-Traded Fund HHM
HealthShares Neuroscience Exchange-Traded Fund HHN
HealthShares Ophthalmology Exchange-Traded Fund HHZ
HealthShares Respiratory/Pulmonary Exchange-Traded Fund HHR

This Information Memo reviews the various rules and policies applicable to trading in shares (“Shares”) of the
Funds.

Background Information on the Funds

HealthShares TM, Inc. is the investment company with respect to the underlying fund portfolios. Each Fund
offers shares, known as HealthShares TM , which are not individually redeemable by the Funds but trade
on the NYSE in individual share lots. Each Fund seeks to invest in a portfolio of securities that substantially
replicates a particular benchmark index (the “Underlying Index”). XShares Advisors LLC (the “Advisor”)
serves as the investment adviser to each Fund.

According to the Funds' prospectus, each of the Underlying Indexes seeks to measure and monitor the
performance of publicly-listed healthcare, life sciences and biotechnology companies. Each Fund focuses
on a different healthcare, life sciences or biotechnology index. XShares Group LLC (“XShares Group”), the
parent of the Advisor, is the creator of each Underlying Index and has created each Underlying Index using
a patent-pending investment approach known as “Vertical Investing.” “Vertical Investing” seeks to categorize
companies within a particular healthcare, life sciences or biotechnology index by focusing on each company's
business activities with regard to the diagnosis of diseases, the developments of drugs, treatments, therapies,
delivery systems, and the development of enabling/research tools and technologies for use in the healthcare,
life sciences or biotechnology sectors. Each Underlying Index will be administered by Standard & Poor's,
the Index Administrator, which will employ the Index Methodology to determine the composition of each
Underlying Index. BNY Investment Advisors acts as the investment sub-adviser to the Funds and will be
responsible for the day-to day management of each Fund's portfolio, which involves principally reconfiguring
the portfolio of each Fund, typically quarterly, to reflect any reconfiguration in the Underlying Index by the
Index Administrator. The Underlying Indexes may include both U.S. and foreign companies.

For each Underlying Index, the Index Administrator will employ the Index Methodology for each Underlying
Index to identify the companies that satisfy these criteria. The Index Methodology is publicly available on the
Funds' website at www.healthsharesinc.com. Any change to the Index Methodology will be posted on the
Funds' website at least 60 days prior to its being implemented.
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Shares of the Funds will be issued on a continuous offering basis in groups of Shares, or multiples thereof.
These “groups” of shares are called “Creation Unit Aggregations.” The Funds will issue and redeem Shares
only in Creation Unit Aggregations of 100,000 Shares.

All orders to purchase Shares in Creation Unit Aggregations must be placed through an Authorized
Participant. An Authorized Participant must be either a “Participating Party”, i.e., a broker-dealer or other
participant in the clearing process through the National Securities Clearing Corporation Continuous
Net Settlement System (the “Clearing Process”), a clearing agency that is registered with the SEC, or a
Depository Trust Company participant, and in each case, must enter into a Participant Agreement. The Funds
impose a transaction fee in connection with the issuance and redemption of Shares to offset transfer and
other transaction costs.

The NAV for the Funds will be calculated and disseminated daily. The Funds' NAV will be calculated
by BNY Investment Advisors. The Funds' NAV will be published in a number of places, including
www.healthsharesinc.com, and on the Consolidated Tape.

For a more complete description of the Funds and the underlying indexes, visit www.healthsharesinc.com.

Principal Risks

Interested persons are referred to discussion in the Funds' prospectus of principal risks of an investment
in the Funds. These include tracking error risk (factors causing a Fund's performance to not match the
performance of the underlying index), market trading risk (for example, trading halts, trading above or
below net asset value), stock market risk, investment style risk, interest rate risk, investment approach risk,
concentration risk, non-diversification risk, issuer-specific risk, management risk, lack of market liquidity, lack
of governmental insurance or guarantee, and fiscal policy risk.

Hours of Trading

Trading in the Funds will be 9:30 a.m. until 4:15 p.m.

Exchange Rules Applicable to the Trading of ETFs

The rules applicable to ETFs are applicable to these Funds since these Funds fall within the definition of an
Investment Company Unit, as provided in Paragraph 703.16 of the Listed Company Manual and NYSE Rule
1100.

Application of Certain NYSE Rules to ETFs

Rule 104 - NYSE Rules 104.20 and 104.21 establish a capital requirement for specialists of $500,000
per ETF. A specialist unit registered only in an ETF would be subject to the $1,000,000 minimum capital
requirement of Rule 104.20.

In addition, Rule 104 governs specialist market making in ETFs. In particular, the rule permits specialists
to engage in “parity” transactions on direct destabilizing ticks without obtaining Floor Official approval. A
“parity” transaction in an ETF would be a trade to bring the security into line with the value of the securities
comprising the ETF, or the value of a futures contract on the index on which the ETF is based.

Rule 13 - NYSE Rule 13.30 provides that stop and stop limit orders in an Investment Company Unit shall be
elected by a quotation, but specifies that if the electing bid on an offer is more than 0.10 point away from the
last sale and is for the specialist's dealer account, prior Floor Official approval is required for the election to be
effective. This rule applies to Investment Company Units generally.

Rule 36.30 - NYSE Rule 36.30 governs the establishment of telephone or electronic communications
between the NYSE's trading floor and any other location. Rule 36 provides that a specialist registered in an
ETF may use a telephone or order entry terminal to enter an order in the ETF itself, in a component security
of the ETF, or in an options or futures contract related to the ETF. In addition, the specialist may use a post
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telephone to obtain market information with respect to such ETFs, options, futures, or component securities.
The text of Rule 36 makes clear that if an order in a component security of such ETF is to be executed on the
NYSE, the order must be entered in compliance with NYSE Rule 112(c) and SEC Rule 11a2-2(T) (described
below), and must be entered only for the purpose of hedging a position in the ETF.

The specialist may not use the post wire to call a specialist on the NYSE registered in a component stock
of the ETF to enter an order, nor may the specialist use a SuperDOT terminal to send an order directly via
SuperDOT to another specialist. The specialist registered in an ETF is not registered in the component
stocks, and therefore is not permitted to initiate an “on Floor” order in such a stock.

NYSE members, including specialists, are permitted to enter an “off-Floor” order. NYSE Rule 112(c) codifies
the principle that a member may use a “communication facility” on the Floor of the NYSE to call an off-Floor
location and enter a proprietary order. The order is deemed to be an “off-Floor” order (i.e., not an order
initiated on the Floor, referred to as an “on Floor” order), provided the order is routed through a clearing firm's
order room off the Floor, and is transmitted to the Floor for execution by an unaffiliated member. This latter
provision is consistent with SEC Rule 11a2-2(T), which permits executions of off-floor member proprietary
orders by unaffiliated members. These rules do not impose restrictions on the types of orders which may
be executed pursuant to the exemptive relief provided. Under Rule 36.30, any orders in a component stock
of an ETF entered for execution on the NYSE from the specialist's post, either by telephone or by means
of a SuperDOT terminal, would have to be routed through a clearing firm's order room off the Floor and
transmitted back to the Floor for execution without the specialist in the ETF interacting with the order or
participating in the execution in any way.

Rule 123C - Market-on-Close/ Limit-At-The-Close Orders

Orders in ETFs are not subject to the NYSE's Rule 123C Market-On-Close (“MOC”)/Limit-at-the-Close
(“LOC”) procedures concerning order entry limitations, cancellation of orders during a regulatory halt,
imbalance publications, and any other limitations or procedures with respect to MOC/LOC procedures. A
MOC/LOC order in an ETF can be entered at any time without regard to the limitations of Rule 123C. In
addition, the closing price of an ETF will not be subject to publication of imbalances under Rule 123C.

Rule 123D- Pre-Opening Price Indications Policy

Similarly, the NYSE's policies regarding mandatory dissemination of pre-opening price indications (other
than ITS pre-opening notifications) in the case of significant order imbalances and potentially large price
dislocation from the prior close do not apply to ETFs.

Both the MOC/LOC procedures and the mandatory pre-opening price indications policy are intended to
solicit offsetting contra side interest to minimize price dislocation. This rationale does not apply in the case of
ETFs, which are derivatively priced in relation to, among other things, the values of the underlying component
securities, regardless of the extent of an order imbalance.

Rule 105(m) - NYSE Rule 105(m), which prohibits affiliates of specialist units from acting as a primary
market maker in the option on a specialty security, permits such activity with respect to options on a Fund
for affiliates of specialists that have Rule 98 approved procedures in place. The Exchange believes that, as
ETFs are derivatively priced, the conflicts of interest with respect to market making in both the underlying
security and its corresponding option are minimized in this case. The Exchange will also permit a NYSE Rule
98 affiliate of the ETF specialist to act in a market making capacity (but not as a specialist) in the ETF itself on
another market center.

Rule 98 - NYSE Rule 98 provides that affiliates of a specialist organization can receive an exemption from
certain rules applicable to specialists (principally impacting proprietary trading and investment banking),
provided they establish a system of information barriers between themselves and the affiliated specialist. One
of the conditions for the Rule 98 exemption is that the specialist organization be capitalized separate and
apart from any affiliate. The Exchange has deleted this requirement in the case of a specialist organization
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that is registered only in ETFs. The Exchange believes that the separate capitalization requirement is not
required in such case, and that the question of adequacy of capital can be appropriately addressed by the
special allocation committee which will allocate the ETF. However, a specialist organization that is registered
only in ETFs will remain subject to the minimum capital requirements specified in Rule 104.20.

Exemptive, Interpretive and No-Action Relief Under Federal Securities Regulations and NYSE Rules

The Securities and Exchange Commission (“SEC”) has issued exemptive, interpretive and no-action relief
from certain provisions of and rules under the Act applicable to trading in the above-mentioned Funds.
In addition, the SEC has approved an NYSE interpretive position with respect to the NYSE's short sale
rule. Members and member organizations are referred to the SEC Letter dated October 24, 2006 from
James Brigagliano, Associate Director, SEC Division of Market Regulation, to Stuart M. Strauss, Clifford,
Chance (Class Action Relief for Exchange Traded Index Funds); and Letter dated March 8, 2007 from James
Brigagliano, Associate Director, SEC Division of Market Regulation, to Domenick Pugliese, Paul, Hastings,
Janofsky & Walker (regarding HHQ). A description of the SEC's exemptive relief follows; however, in the
event of any discrepancy between this description and the SEC Letter, the text of the SEC Letters control.

Short Sale Rules - Transactions in ETFs will not be subject to “tick” requirements of the short sale rule of the
Commission (Rule 10a-1) or the Exchange (Rule 440B). Short orders must be marked SHORT or SHORT
EXEMPT. (See paragraph below regarding Rule 200(g) of Regulation SHO.)

Rule 200(g) of Regulation SHO - The SEC Division of Market Regulation has stated that the Division will
not recommend enforcement action under Rule 200(g) of Regulation SHO if a broker-dealer marks “short”
rather than “short exempt” a short sale effected in the Funds pursuant to the exemptions from the price test of
Rule 10a-1 that have been granted, subject to specified conditions, including that a broker-dealer executing
exempt short sales will mark such sales as “short” and in no event will such sales be marked “long”. (See
letter from James A. Brigagliano, Assistant Director, Division of Market Regulation, SEC, to Ira Hammerman,
Senior Vice President and General Counsel, Securities Industry Association, dated January 3, 2005.)

Regulation M Exemptions - Generally, Rules 101 and 102 of Regulation M prohibit any “distribution
participant” and its “affiliated purchasers” from bidding for, purchasing, or attempting to induce any person
to bid for or purchase any security which is the subject of a distribution until after the applicable restricted
period, except as specifically permitted in Regulation M. The provisions of the Rules apply to underwriters,
prospective underwriters, brokers, dealers, and other persons who have agreed to participate or are
participating in a distribution of securities.

The SEC has granted an exemption from Rule 101 under Regulation M to permit persons participating
in a distribution of shares of the above-mentioned Funds to engage in secondary market transactions in
such shares during their participation in such a distribution. In addition, the SEC has granted relief under
Regulation M to permit persons who may be deemed to be participating in the distribution of shares of the
above-mentioned Funds (i) to purchase securities for the purpose of purchasing Creation Unit Aggregations
of Fund shares and to (ii) tender securities for redemption in Creation Unit Aggregations. Further, the SEC
has clarified that the tender of Fund shares to the Funds for redemption does not constitute a bid for or
purchase of any of the Funds' securities during the restricted period of Rule 101. The SEC has also granted
an exemption pursuant to paragraph (e) of Rule 102 under Regulation M to allow the redemption of Fund
shares in Creation Unit Aggregations during the continuous offering of shares.

Customer Confirmations for Creation or Redemption of Fund Shares (SEC Rule 10b-10) - Broker-dealers
who handle purchases or redemptions of Fund shares in Creation Unit size for customers will be permitted to
provide such customers with a statement of the number of Creation Unit Aggregations created or redeemed
without providing a statement of the identity, number and price of shares of the individual securities tendered
to the Fund for purposes of purchasing Creation Unit Aggregations (“Deposit Securities”) or the identity,
number and price of shares to be delivered by the Trust to the redeeming holder (“Redemption Securities”).
The composition of the securities required to be tendered to the Fund for creation purposes and of the
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securities to be delivered on redemption will be disseminated each business day and will be applicable to
requests for creations or redemption, as the case may be, on that day. This exemptive relief under Rule
10b-10 with respect to creations and redemptions is subject to the following conditions:

(1) Confirmations to customers engaging in creations or redemptions must state that all information
required by Rule 10b-10 will be provided upon request;

(2) Any such request by a customer for information required by Rule 10b-10 will be filed in a timely
manner, in accordance with Rule 10b-10(c);

(3) Except for the identity, number and price of shares of the component securities of the Deposit
Securities and Redemption Securities, as described above, confirmations to customers must disclose
all other information required by Rule 10b-10(a).

SEC Rule 14e-5 - An exemption from Rule 14e-5 has been granted to permit any person acting as a dealer-
manager of a tender offer for a component security of the Funds to (1) redeem Fund shares in Creation Unit
Aggregations from the issuer that may include a security subject to such tender offer and (2) to purchase
Fund shares during such tender offer. In addition, a no-action position has been taken under Rule 14e-5 if a
broker-dealer acting as a dealer-manager of a tender offer for a security of the Fund purchases or arranges
to purchase such securities in the secondary market for the purpose of tendering such securities to purchase
one or more Creation Unit Aggregations of shares, if made in conformance with the following:

(i) such bids or purchases are effected in the ordinary course of business, in connection with a basket
of 20 or more securities in which any security that is the subject of a distribution, or any reference
security, does not comprise more than 5% of the value of the basket purchased; or

(ii) purchases are effected as adjustments to such basket in the ordinary course of business as a result
of a change in the composition of the underlying index; and

(iii) such bids or purchases are not effected for the purpose of facilitating such tender offer.

Section 11(d)(1); SEC Rules 11d1-1 and 11d1-2 - Section 11(d)(1) of the Act generally prohibits a person
who is both a broker and a dealer from effecting any transaction in which the broker-dealer extends credit
to a customer on any security which was part of a new issue in the distribution of which he participated as a
member of a selling syndicate or group within thirty days prior to such transaction. The SEC has clarified that
Section 11(d)(1) does not apply to broker-dealers that are not Authorized Participants (and, therefore, do not
create Creation Unit Aggregations) that engage in both proprietary and customer transactions in shares of
the Funds in the secondary market, and for broker-dealer Authorized Participants that engage in creations
of Creation Unit Aggregations. This relief is subject to specific conditions, including the condition that such
broker-dealer (whether or not an Authorized Participant) does not, directly or indirectly, receive from the fund
complex any payment, compensation or other economic incentive to promote or sell the shares of the ETF to
persons outside the fund complex, other than non-cash compensation permitted under NASD Rule 2830 (I)(5)
(A), (B) or (C). See letter dated November 21, 2005 from Catherine McGuire, Chief Counsel, SEC Division of
Market Regulation, to Securities Industry Association, Derivative Products Committee. The Commission has
also taken a no-action position under Section 11(d)(1) of the Act that broker-dealers may treat shares of the
Funds, for purposes of Rule 11d1-2, as “securities issued by a registered open-end investment company as
defined in the Investment Company Act” and thereby extend credit or maintain or arrange for the extension
or maintenance of credit on shares that have been owned by the persons to whom credit is provided for more
than 30 days, in reliance on the exemption contained in the rule.

SEC Rule 15c1-5 and 15c1-6 - The SEC has taken a no-action position with respect to Rule 15c1-5 and
Rule 15c1-6 as to the required disclosure of control by a broker or dealer with respect to creations and
redemptions of Fund shares and secondary market transactions therein.

Other Matters
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Due Diligence - Pursuant to NYSE Rule 405, before a member, member organization, allied member or
employee thereof undertakes to recommend a transaction in ETF shares, such person must exercise due
diligence to learn the essential facts relative to the customer. If any recommendation is made with respect
to such shares, the person making the recommendation should have a reasonable basis for believing, at
the time of making the recommendation, that the customer has such knowledge and experience in financial
matters that he or she may reasonably be expected to be capable of evaluating the risks and any special
characteristics of the recommended transaction, and is financially able to bear the risks of the recommended
transaction. Before a member, member organization or employee thereof recommends a transaction in the
Funds, a determination must be made that the recommendation is in compliance with all applicable Federal
and Exchange rules and regulations, including due diligence obligations under Exchange Rule 405.

Certain Specialist Transactions in ETFs - NYSE Rule 460.10 generally precludes certain business
relationships between an issuer and the specialist in the issuer's securities. Exceptions in the rule, however,
permit specialists in ETF shares to enter into Creation Unit transactions through the Distributor to facilitate
the maintenance of a fair and orderly market. Even so, a specialist Creation Unit transaction may only be
effected on the same terms and conditions as any other investor, and only at the net asset value of the ETF
shares. In addition, a specialist may acquire a position in excess of 10% of the outstanding issue of the ETF
shares. Specialists registered in a security issued by an investment company may purchase and redeem
the investment company unit, or securities that can be subdivided or converted into such unit, from the
investment company as appropriate to facilitate the maintenance of a fair and orderly market in the subject
security.

Trading Halts - In order to halt the trading of an ETF, the Exchange may consider, among other things, factors
such as the extent to which trading is not occurring in the underlying securities and whether other unusual
conditions or circumstances detrimental to the maintenance of a fair and orderly market are present. In
addition, trading in Fund shares is subject to trading halts caused by extraordinary market volatility pursuant
to NYSE Rule 80B. If the end-of-day Index value or IOPV applicable to a Fund is not being disseminated as
required, the Exchange may halt trading during the day in which the interruption to the dissemination of the
Index value or IOPV occurs. If the interruption to the dissemination of the Index value or IOPV persists past
the trading day in which it occurred, the Exchange will halt trading no later than the beginning of the trading
day following the interruption.

Prospectus Delivery - Exchange members and member organizations should be mindful of applicable
prospectus delivery requirements under the federal securities laws with respect to transactions in the
Funds. In that regard, the Exchange notes that although NYSE Rule 1100(b) provides for delivery of written
descriptions to customers of Funds that have received an exemption from Section 24(d) of the Investment
Company Act, there is at this time no written description available for these particular Funds. Members and
member organizations are advised that delivery of a prospectus in lieu of a written description would satisfy
the requirements of Rule 1100(b).

Purchases and Redemptions in Creation Unit Size - Exchange members and member organizations
are hereby informed that procedures for purchases and redemptions of Shares in Creation Unit Size
are described in the Funds' prospectus and Statement of Additional Information and that Shares are not
individually redeemable but are redeemable only in Creation Unit Size aggregations or multiples thereof.

Surveillance - All Exchange surveillances applicable to trading of equities on the Exchange will apply to
trading in the Shares of the Funds.

Questions concerning the matters discussed in this Memorandum may be addressed as follows:

General Questions on ETFs:

Michael Cavalier (212) 656-2474 (Office of the General Counsel)

Questions on:

Due Diligence Stephen A. Kasprzak (Member Firm Regulation) (212) 656-5226
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Exchange Rules Daniel M. Labovitz (Market Surveillance) (212) 656-2081

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.
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NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
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March 9, 2007

   ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, CHIEF FINANCIAL OFFICER/
PARTNER, AND COMPLIANCE AND REGULATORY REPORTING DEPARTMENTS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: FEE ADJUSTMENT ADVISORY

Background

Under the Investor and Capital Markets Fee Relief Act, annual adjustments are made by the Securities

and Exchange Commission (“SEC” or “Commission”) to rates which are paid under Section 6(b) 1   of the

Securities Act of 1933 (the “Securities Act”) 2   and Sections 13(e), 3   14(g), 4   and 31 5   of the Securities

Exchange Act of 1934 (the “Exchange Act”). 6 

Pursuant to NYSE Rule 440H (“Activity Assessment Fees”), the Exchange offsets its Section 31 fee

obligations by collecting “Activity Assessment Fees” 7   from its member organizations based on securities
transaction data reported by the Depository Trust & Clearing Corporation at a rate equal to that prescribed
under Section 31.

Fee Adjustment

Pursuant to SEC Press Release No. 2007-24, dated February 16, 2007 (Fee Rate Advisory), 8   effective

February 20, 2007, the fee rate under Section 6(b) 9   applicable to the registration of securities, the fee
rate under Section 13(e) applicable to the repurchase of securities, and the fee rate under Section 14(g)
applicable to proxy solicitations and statements in corporate control transactions will decrease to $30.70 per
million dollars.

Filings that are submitted on February 19, 2007 to the Commission prior to 5:30 p.m. EST, and filings

submitted pursuant to Rule 462(b) 10   of the Securities Act prior to 10:00 p.m. EST, will be subject to the
current fee rate of $107.00 per million dollars. In addition, filings that are submitted on February 19, 2007
under Rule 462(b) of the Securities Act after 10:00 p.m. EST, and all other filings submitted after 5:30 p.m.

EST under Section 232.13 of Regulation S-T, 11   will be subject to the new fee rate of $30.70 per million
dollars.

In addition, on March 19, 2007, the effective settlement date, the fee rate under Section 31 that is applicable
to securities transactions on the exchanges and over-the-counter markets will decrease to $15.30 per million
dollars, and assessments on security futures transactions under Section 31 will decrease to $0.0042 per
round turn transaction. Furthermore, pursuant to Section 31(j)(2), the Commission has determined that a mid-
year adjustment to the Section 31 fee rate for Full Year 2007 is not required. As a result, the rate of $15.30
per million dollars will remain at that level through the end of the fiscal year. The Section 31 assessment on

round turn transactions in securities futures also will remain at $0.0042 per transaction after March 17. 12 

The Commission will announce the Full Year 2008 fee rate under Section 31 no later than April 30, 2007. The
new rate will become effective on October 1, 2007, or 30 days after the date on which a regular appropriation
to the Commission for Full Year 2008 is enacted, whichever date comes later.
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You may contact your Finance Coordinator with any questions you may have regarding this memo. Any
further questions regarding the new fee rates under Sections 6(b), 13(e), or 14(g) should be directed to the
Filer Support Unit in the SEC's Office of Filings and Information Services at (202) 551-8900.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  15 U.S.C. 77f(b)
2  15 U.S.C. 77a et seq.
3  15 U.S.C. 78m(e)
4  15 U.S.C. 78n(g)
5  15 U.S.C. 78ee
6  15 U.S.C. 78a et al.
7  For additional information on Rule 440H and Transaction Fees, see NYSE Information Memo Nos. 04-42

(dated August 5, 2004), 05-36 (dated May 13, 2005), 05-48 (dated July 19, 2005), and 05-92 (dated
December 6, 2005), and 06-77 (dated November 3, 2006).

8  See http://www.sec.gov/news/press/2007/2007-24.htm for the complete text of SEC Press Release No.
2007-24.

9  The Section 6(b) rate is also the rate used to calculate the fees payable with the Annual Notice of
Securities Sold Pursuant to Rule 24f-2 under the Investment Company Act of 1940.

10  See 17 CFR 230.462(b).
11  See 17 CFR 232.13.
12  See SEC Fee Rate Advisory #8 (2007-27) at http://www.sec.gov/news/press/2007/2007-27.htm.
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March 6, 2007

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENT TO RULE 123D TO HALT TRADING IN A SECURITY WHOSE PRICE MAY FALL
BELOW $1.00

*** IMPORTANT NOTICE ***

The purpose of this Information Memo is to advise members and member organizations that in order to
comply with Regulation NMS (“Reg. NMS”), the New York Stock Exchange has adopted an amendment to
NYSE Rule 123D, for immediate effectiveness, to immediately halt trading in any security that is reported on
the consolidated tape during normal trading hours as having traded at a price of $1.05 or less per share, or if
a security would open on the Exchange at a price of $1.05 or less per share.

The Exchange has decided to quote and trade in penny increments only and thus is adopting this non-
regulatory trading halt in order to remain compliant with Sections 611 and 612 of Reg. NMS, which permits
markets to accepts bids, offers, orders and indications of interest in increments smaller than $0.01, but not
less than $0.0001, for stocks priced below $1.00 per share and to quote and trade such stocks in sub-pennies
(the “Sub-Penny Rule”).

As a result, the Exchange has proposed an approach to avoid any trading in a security at the Exchange when
its price falls below $1.00 per share, while still permitting the security to remain listed so it can continue to be
traded by other markets, including NYSE Arca, on an unlisted trading privileges (“UTP”) basis.

Under new Rule 123D(3), a non-regulatory halt will be immediately triggered whenever a security trading on
the Exchange is reported on the consolidated tape during normal trading hours as having traded at a price
of $1.05 or less per share, or if a security would open on the Exchange at a price of $1.05 or less per share.
Once halted, trading will not resume at the Exchange until the security has traded on another automated
trading center for at least one entire trading day at a price or prices that are at all times above $1.10. This
sub-penny trading halt is automatic and does not require any Floor Official approval.

When a sub-penny trading halt is invoked under Rule 123D(3), a condition indication denominated as a
“Sub-penny trading” condition will be disseminated over the consolidated tape. Pending the development
necessary to enable the dissemination of such a condition, which is not complete as of March 5, 2007,
should a sub-penny trading halt be required, the Exchange will disseminate over the consolidated tape the
“Equipment Changeover” condition, which is currently used when a halt is called pursuant to Rule 123D(2),
and will clarify as soon as practicable thereafter on the NYSE website that the halt is due to a “sub-penny
trading” condition. The Exchange will use the “Equipment Changeover” condition through the earlier of
September 7, 2007 or the date the systems are able to disseminate the “Sub-penny trading” condition.

Questions regarding this Information Memo should be directed to:

Craig Hammond, Managing Director, Office of General Counsel, at (212) 656-2661 Patrick Giraldi,
Director, On-Floor Surveillance Unit, at (212) 656-6804

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
booth in the EBR. Questions that are not time sensitive may also be submitted to Ask Market Surveillance.
(For information about the Ask Market Surveillance System, refer to Member Education Bulletin 2006-3,
which was issued on January 30, 2006, if you or your firm is not already a subscriber.)

_________________________________
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Robert A. Marchman

Executive Vice President

Market Surveillance
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March 1, 2007

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Listing of PowerShares DWA Technical Leaders™ Portfolio Exchange Traded Fund

The following PowerShares exchange-traded fund (“ETF”) will be listed on the NYSE and commence trading
on NYSE beginning March 1, 2007:

PowerShares DWA Technical Leaders™ Portfolio (Symbol: PDP)

This Information Memo reviews the various rules and policies applicable to trading in shares (“Shares”) of the
Fund.

Background Information on the Fund

PowerShares Capital Management LLC is the investment adviser to the Fund. The Adviser is registered
under the Investment Advisers Act of 1940. The Bank of New York is the administrator, custodian, fund
accounting and transfer agent for the Fund. AIM Distributors, Inc. serves as the distributor for Creation Units
for the Fund on an agency basis.

According to the Fund's prospectus, the Adviser will seek to match the performance of the Dorsey Wright
Technical Leaders™ Index (“Index”). The Index is comprised of stocks of approximately 100 U.S. companies
that are selected pursuant to a proprietary methodology of Dorsey Wright & Associates, designed to identify
companies that demonstrate powerful relative strength characteristics, based upon each security's market
performance. The companies are selected from a broad mid-cap and large-cap universe. Stocks that are
selected receive a modified equal-dollar weighting. Dorsey Wright is the Index Provider with respect to the
Index.

Shares of the Fund will be issued on a continuous offering basis in groups of Shares, or multiples thereof.
These “groups” of shares are called “Creation Units”. The Fund will issue and redeem Shares only in Creation
Unit size of 100,000 Shares or multiples thereof. All orders to purchase Shares in Creation Unit Aggregations
must be placed through an Authorized Participant. An Authorized Participant must be either a “Participating
Party”, i.e., a broker-dealer or other participant in the clearing process through the National Securities
Clearing Corporation Continuous Net Settlement System (the “Clearing Process”), a clearing agency that
is registered with the SEC, or a Depository Trust Company participant, and in each case, must enter into a
Participant Agreement. The Fund imposes a transaction fee in connection with the issuance and redemption
of Shares.

The NAV for the Fund will be calculated and disseminated daily. The Fund's NAV will be calculated
by The Bank of New York. The Fund's NAV will be published in a number of places, including,
www.powershares.com and on the Consolidated Tape.

For a more complete description of the Fund and the underlying index, visit www.powershares.com.

Principal Risks

Interested persons are referred to discussion in the Fund's prospectus of principal risks of an investment in
the Fund. These include risk relating to tracking error (factors causing a Fund's performance to not match the
performance of the underlying index), market trading (for example, trading halts, trading above or below net
asset value), stock market, medium-sized company, non-correlation, replication management, fluctuation of
net asset value and securities lending.
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Hours of Trading

Trading in the Fund will be 9:30 a.m. until 4:15 p.m.

Exchange Rules Applicable to the Trading of ETFs

The rules applicable to ETFs are applicable to this Fund because it falls within the definition of an Investment
Company Unit, as provided in Paragraph 703.16 of the Listed Company Manual and NYSE Rule 1100.

Application of Certain NYSE Rules to ETFs

Rule 104 - NYSE Rules 104.20 and 104.21 establish a capital requirement for specialists of $500,000
per ETF. A specialist unit registered only in an ETF would be subject to the $1,000,000 minimum capital
requirement of Rule 104.20.

In addition, Rule 104 governs specialist market making in ETFs. In particular, the rule permits specialists
to engage in “parity” transactions on direct destabilizing ticks without obtaining Floor Official approval. A
“parity” transaction in an ETF would be a trade to bring the security into line with the value of the securities
comprising the ETF, or the value of a futures contract on the index on which the ETF is based.

Rule 13 - NYSE Rule 13.30 provides that stop and stop limit orders in an Investment Company Unit shall be
elected by a quotation, but specifies that if the electing bid or offer is more than 0.10 point away from the last
sale and is for the specialist's dealer account, prior Floor Official approval is required for the election to be
effective. This rule applies to Investment Company Units generally.

Rule 36.30 - NYSE Rule 36.30 governs the establishment of telephone or electronic communications
between the NYSE's trading floor and any other location. Rule 36 provides that a specialist registered in an
ETF may use a telephone or order entry terminal to enter an order in the ETF itself, in a component security
of the ETF, or in an options or futures contract related to the ETF. In addition, the specialist may use a post
telephone to obtain market information with respect to such ETFs, options, futures, or component securities.
The text of Rule 36 makes clear that if an order in a component security of such ETF is to be executed on the
NYSE, the order must be entered in compliance with NYSE Rule 112(c) and SEC Rule 11a2-2(T) (described
below), and must be entered only for the purpose of hedging a position in the ETF.

The specialist may not use the post wire to call a specialist on the NYSE registered in a component stock
of the ETF to enter an order, nor may the specialist use a SuperDOT terminal to send an order directly via
SuperDOT to another specialist. The specialist registered in an ETF is not registered in the component
stocks, and therefore is not permitted to initiate an “on Floor” order in such a stock.

NYSE members, including specialists, are permitted to enter an “off-Floor” order. NYSE Rule 112(c) codifies
the principle that a member may use a “communication facility” on the Floor of the NYSE to call an off-Floor
location and enter a proprietary order. The order is deemed to be an “off-Floor” order (i.e., not an order
initiated on the Floor, referred to as an “on Floor” order), provided the order is routed through a clearing firm's
order room off the Floor, and is transmitted to the Floor for execution by an unaffiliated member. This latter
provision is consistent with SEC Rule 11a2-2(T), which permits executions of off-floor member proprietary
orders by unaffiliated members. These rules do not impose restrictions on the types of orders which may
be executed pursuant to the exemptive relief provided. Under Rule 36.30, any orders in a component stock
of an ETF entered for execution on the NYSE from the specialist's post, either by telephone or by means
of a SuperDOT terminal, would have to be routed through a clearing firm's order room off the Floor and
transmitted back to the Floor for execution without the specialist in the ETF interacting with the order or
participating in the execution in any way.

Rule 123C - Market-on-Close/ Limit-At-The-Close Orders - Orders in ETFs are not subject to the NYSE's Rule
123C Market-On-Close (“MOC”)/ Limit-at-the-Close (“LOC”) procedures concerning order entry limitations,
cancellation of orders during a regulatory halt, imbalance publications, and any other limitations or procedures
with respect to MOC/LOC procedures. A MOC/LOC order in an ETF can be entered at any time without
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regard to the limitations of Rule 123C. In addition, the closing price of an ETF will not be subject to publication
of imbalances under Rule 123C.

Rule 123D- Pre-Opening Price Indications Policy - Similarly, the NYSE's policies regarding mandatory
dissemination of pre-opening price indications (other than ITS pre-opening notifications) in the case of
significant order imbalances and potentially large price dislocation from the prior close do not apply to ETFs.

Both the MOC/LOC procedures and the mandatory pre-opening price indications policy are intended to
solicit offsetting contra side interest to minimize price dislocation. This rationale does not apply in the case of
ETFs, which are derivatively priced in relation to, among other things, the values of the underlying component
securities, regardless of the extent of an order imbalance.

Rule 105(m) - NYSE Rule 105(m), which prohibits affiliates of specialist units from acting as a primary
market maker in the option on a specialty security, permits such activity with respect to options on a Fund
for affiliates of specialists that have Rule 98 approved procedures in place. The Exchange believes that, as
ETFs are derivatively priced, the conflicts of interest with respect to market making in both the underlying
security and its corresponding option are minimized in this case. The Exchange will also permit a NYSE Rule
98 affiliate of the ETF specialist to act in a market making capacity (but not as a specialist) in the ETF itself on
another market center.

Rule 98 - NYSE Rule 98 provides that affiliates of a specialist organization can receive an exemption from
certain rules applicable to specialists (principally impacting proprietary trading and investment banking),
provided they establish a system of information barriers between themselves and the affiliated specialist. One
of the conditions for the Rule 98 exemption is that the specialist organization be capitalized separate and
apart from any affiliate. The Exchange has deleted this requirement in the case of a specialist organization
that is registered only in ETFs. The Exchange believes that the separate capitalization requirement is not
required in such case, and that the question of adequacy of capital can be appropriately addressed by the
special allocation committee which will allocate the ETF. However, a specialist organization that is registered
only in ETFs will remain subject to the minimum capital requirements specified in Rule 104.20.

Exemptive, Interpretive and No-Action Relief Under Federal Securities Regulations and NYSE Rules

The Securities and Exchange Commission (“SEC”) has issued exemptive, interpretive and no-action relief
from certain provisions of and rules under the Act applicable to trading in the above-mentioned Fund. In
addition, the SEC has approved an NYSE interpretive position with respect to the NYSE's short sale rule.
Members and member organizations are referred to the generic no-action/exemptive relief letter dated August
17, 2001 from James Brigagliano, Assistant Director, SEC Division of Market Regulation, to Claire McGrath,
American Stock Exchange (“SEC Letter”). A description of the SEC's no- action/exemptive relief follows;
however, in the event of any discrepancy between this description and the SEC Letter, the text of the SEC
Letter controls.

Short Sale Rules - Transactions in ETFs will not be subject to “tick” requirements of the short sale rule of the
Commission (Rule 10a-1) or the Exchange (Rule 440B). Short orders must be marked SHORT or SHORT
EXEMPT. (See paragraph below regarding Rule 200(g) of Regulation SHO.)

Rule 200(g) of Regulation SHO - The SEC Division of Market Regulation has stated that the Division will
not recommend enforcement action under Rule 200(g) of Regulation SHO if a broker-dealer marks “short”
rather than “short exempt” a short sale effected in the Fund pursuant to the exemptions from the price test of
Rule 10a-1 that have been granted, subject to specified conditions, including that a broker-dealer executing
exempt short sales will mark such sales as “short” and in no event will such sales be marked “long”. (See
letter from James A. Brigagliano, Assistant Director, Division of Market Regulation, SEC, to Ira Hammerman,
Senior Vice President and General Counsel, Securities Industry Association, dated January 3, 2005.)

Regulation M Exemptions - Generally, Rules 101 and 102 of Regulation M prohibit any “distribution
participant” and its “affiliated purchasers” from bidding for, purchasing, or attempting to induce any person
to bid for or purchase any security which is the subject of a distribution until after the applicable restricted
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period, except as specifically permitted in Regulation M. The provisions of the Rules apply to underwriters,
prospective underwriters, brokers, dealers, and other persons who have agreed to participate or are
participating in a distribution of securities.

The SEC has granted an exemption from Rule 101 under Regulation M to permit persons participating
in a distribution of shares of the above-mentioned Fund to engage in secondary market transactions in
such shares during their participation in such a distribution. In addition, the SEC has granted relief under
Regulation M to permit persons who may be deemed to be participating in the distribution of shares of the
above-mentioned Fund (i) to purchase securities for the purpose of purchasing Creation Unit Aggregations of
Fund shares and to (ii) tender securities for redemption in Creation Unit Aggregations. Further, the SEC has
clarified that the tender of Fund shares to the Fund for redemption does not constitute a bid for or purchase of
any of the Fund's securities during the restricted period of Rule 101. The SEC has also granted an exemption
pursuant to paragraph (e) of Rule 102 under Regulation M to allow the redemption of Fund shares in Creation
Unit Aggregations during the continuous offering of shares.

Customer Confirmations for Creation or Redemption of Fund Shares (SEC Rule 10b-10) - Broker-dealers
who handle purchases or redemptions of Fund shares in Creation Unit size for customers will be permitted to
provide such customers with a statement of the number of Creation Unit Aggregations created or redeemed
without providing a statement of the identity, number and price of shares of the individual securities tendered
to the Fund for purposes of purchasing Creation Unit Aggregations (“Deposit Securities”) or the identity,
number and price of shares to be delivered by the Trust to the redeeming holder (“Redemption Securities”).
The composition of the securities required to be tendered to the Fund for creation purposes and of the
securities to be delivered on redemption will be disseminated each business day and will be applicable to
requests for creations or redemption, as the case may be, on that day. This exemptive relief under Rule
10b-10 with respect to creations and redemptions is subject to the following conditions:

(1) Confirmations to customers engaging in creations or redemptions must state that all information
required by Rule 10b-10 will be provided upon request;

(2) Any such request by a customer for information required by Rule 10b-10 will be filed in a timely
manner, in accordance with Rule 10b-10(c);

(3) Except for the identity, number and price of shares of the component securities of the Deposit
Securities and Redemption Securities, as described above, confirmations to customers must disclose
all other information required by Rule 10b-10(a).

SEC Rule 14e-5 - An exemption from Rule 14e-5 has been granted to permit any person acting as a dealer-
manager of a tender offer for a component security of the Fund to (1) redeem Fund shares in Creation Unit
Aggregations from the issuer that may include a security subject to such tender offer and (2) to purchase
Fund shares during such tender offer. In addition, a no-action position has been taken under Rule 14e-5 if a
broker-dealer acting as a dealer-manager of a tender offer for a security of the Fund purchases or arranges
to purchase such securities in the secondary market for the purpose of tendering such securities to purchase
one or more Creation Unit Aggregations of shares, if made in conformance with the following:

(i) such bids or purchases are effected in the ordinary course of business, in connection with a basket
of 20 or more securities in which any security that is the subject of a distribution, or any reference
security, does not comprise more than 5% of the value of the basket purchased; or

(ii) purchases are effected as adjustments to such basket in the ordinary course of business as a result
of a change in the composition of the underlying index; and

(iii) such bids or purchases are not effected for the purpose of facilitating such tender offer.

Section 11(d)(1); SEC Rules 11d1-1 and 11d1-2 - Section 11(d)(1) of the Act generally prohibits a person
who is both a broker and a dealer from effecting any transaction in which the broker-dealer extends credit
to a customer on any security which was part of a new issue in the distribution of which he participated as

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

468

http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE10b-10/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE10b-10/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE10b-10/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE10b-10/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE10b-10/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE14e-5/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE14e-5/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE14e-5/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE11d1-1/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE11d1-2/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


a member of a selling syndicate or group within thirty days prior to such transaction. The SEC has clarified
that Section 11(d)(1) does not apply to broker-dealers that are not Authorized Participants (and, therefore, do
not create Creation Unit Aggregations) that engage in both proprietary and customer transactions in shares
of the Fund in the secondary market, and for broker-dealer Authorized Participants that engage in creations
of Creation Unit Aggregations. This relief is subject to specific conditions, including the condition that such
broker-dealer (whether or not an Authorized Participant) does not, directly or indirectly, receive from the fund
complex any payment, compensation or other economic incentive to promote or sell the shares of the ETF to
persons outside the fund complex, other than non-cash compensation permitted under NASD Rule 2830 (I)(5)
(A), (B) or (C). See letter dated November 21, 2005 from Catherine McGuire, Chief Counsel, SEC Division of
Market Regulation, to Securities Industry Association, Derivative Products Committee. The Commission has
also taken a no-action position under Section 11(d)(1) of the Act that broker-dealers may treat shares of the
Fund, for purposes of Rule 11d1-2, as “securities issued by a registered open-end investment company as
defined in the Investment Company Act” and thereby extend credit or maintain or arrange for the extension
or maintenance of credit on shares that have been owned by the persons to whom credit is provided for more
than 30 days, in reliance on the exemption contained in the rule.

SEC Rule 15c1-5 and 15c1-6 - The SEC has taken a no-action position with respect to Rule 15c1-5 and
Rule 15c1-6 as to the required disclosure of control by a broker or dealer with respect to creations and
redemptions of Fund shares and secondary market transactions therein.

Other Matters

Due Diligence - Pursuant to NYSE Rule 405, before a member, member organization, allied member or
employee thereof undertakes to recommend a transaction in ETF shares, such person must exercise due
diligence to learn the essential facts relative to the customer. If any recommendation is made with respect
to such shares, the person making the recommendation should have a reasonable basis for believing, at
the time of making the recommendation, that the customer has such knowledge and experience in financial
matters that he or she may reasonably be expected to be capable of evaluating the risks and any special
characteristics of the recommended transaction, and is financially able to bear the risks of the recommended
transaction. Before a member, member organization or employee thereof recommends a transaction in the
Fund, a determination must be made that the recommendation is in compliance with all applicable Federal
and Exchange rules and regulations, including due diligence obligations under Exchange Rule 405.

Certain Specialist Transactions in ETFs - NYSE Rule 460.10 generally precludes certain business
relationships between an issuer and the specialist in the issuer's securities. Exceptions in the rule, however,
permit specialists in ETF shares to enter into Creation Unit transactions through the Distributor to facilitate
the maintenance of a fair and orderly market. Even so, a specialist Creation Unit transaction may only be
effected on the same terms and conditions as any other investor, and only at the net asset value of the ETF
shares. In addition, a specialist may acquire a position in excess of 10% of the outstanding issue of the ETF
shares. Specialists registered in a security issued by an investment company may purchase and redeem
the investment company unit, or securities that can be subdivided or converted into such unit, from the
investment company as appropriate to facilitate the maintenance of a fair and orderly market in the subject
security.

Trading Halts - In order to halt the trading of an ETF, the Exchange may consider, among other things, factors
such as the extent to which trading is not occurring in the underlying securities and whether other unusual
conditions or circumstances detrimental to the maintenance of a fair and orderly market are present. In
addition, trading in Fund shares is subject to trading halts caused by extraordinary market volatility pursuant
to NYSE Rule 80B.

Prospectus Delivery - Exchange members and member organizations should be mindful of applicable
prospectus delivery requirements under the federal securities laws with respect to transactions in the Fund. In
that regard, the Exchange notes that although NYSE Rule 1100(b) provides for delivery of written descriptions
to customers of Funds that have received an exemption from Section 24(d) of the Investment Company
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Act, there is at this time no written description available for this particular Fund. Members and member
organizations are advised that delivery of a prospectus in lieu of a written description would satisfy the
requirements of Rule 1100(b).

Purchases and Redemptions in Creation Unit Size - Exchange members and member organizations are
hereby informed that procedures for purchases and redemptions of Shares in Creation Unit Size are
described in the Fund's prospectus and Statement of Additional Information, and that Shares are not
individually redeemable but are redeemable only in Creation Unit Size aggregations or multiples thereof.

Surveillance - All Exchange surveillances applicable to trading of equities on the Exchange will apply to
trading in the Shares of the Fund.

Questions concerning the matters discussed in this Memorandum may be addressed as follows:

General Questions on ETFs:

Michael Cavalier, Office of the General Counsel (212) 656-2474

Questions on Due Diligence:

Stephen A. Kasprzak, Member Firm Regulation (212) 656-5226

Questions on Exchange Rules:

Daniel M. Labovitz, Market Surveillance (212) 656-2081

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 07-20

Click to open document in a browser

February 28, 2007

   ATTENTION: HEADS OF EQUITY TRADING DESKS AND CHIEF COMPLIANCE OFFICERS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Use of Floor Broker Error Accounts in Connection with Delays in Order Processing due to Large
Volume on February 27, 2007

As a result of unusually large trading volume on February 27, 2007, the NYSE experienced delays in order
processing that may have resulted in marketable customer orders remaining unexecuted at the Close or
cancellations of open orders not being processed before the orders were executed.

I. Use of Error Accounts

Although such transactions are not “errors” as currently defined by the NYSE, 1   the NYSE is granting limited
relief to permit Floor broker member organizations to use their error accounts (i) to execute customer orders
which remained unexecuted notwithstanding that the order was marketable at some point in time between
order entry on the Floor of the NYSE up to and including the closing transaction, or (ii) to unwind trades
that were the subject of a valid cancellation. If the error account is used to execute a customer order, the
customer is entitled to the first price or prices in time sequence at which the order was marketable. For more
information about processing transactions in the member organization's error account, see Information Memo
02-19 (“Errors, Erroneous Reports And Error Accounts - Rules 134, 411 and 407A”), April 29, 2002.

Questions regarding Section I may be addressed to

Michael Lee, Director, Member Trading I, at (212) 656-5311, Brett Kofman, Director, Member Trading I,
at (212) 656-2041, Rohan Prashad, Director, Member Trading I, at (212) 656- 6772, or Patrick Giraldi,
Director, On-Floor Surveillance, at (212) 656-6804.

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
booth in the EBR.

II. Review of Double Executions for Consideration of Reimbursement

In certain situations, a broker may have executed a customer order manually while the order was also
pending with the specialist or the system because the specialist was unable to process the order initially,
however the specialist or the system later executed the order automatically as a result of the draining of
the queue at or near the Close. In such situations, the customer should receive the initial trade price. To
address the double execution, the broker should trade out of the automatic execution at the prevailing market
price. Where the broker's trade-out will result in a loss to the broker, the broker should properly document
the circumstances of the transactions, fill out the attached form, and submit the completed documentation to
the NYSE for consideration of reimbursement by the NYSE. Where the trade-out will result in a profit to the
broker, the profits should be remitted to the NYSE Foundation as promptly as practicable.

Please note that the process described above is limited to double executions resulting from the delays in
processing orders on February 27, 2007.

Questions regarding Section II should be directed to

Edward McMahon, Senior Vice President, NYSE Group at (212) 656-4708

Craig Hammond, Managing Director, NYSE Group, at (212) 656-2661
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Submissions for consideration of reimbursement may be submitted in Person directly to Floor Operations
personnel on the Executive Ramp; via email to nyseclaims@nyse.com, or via U.S. mail to NYSE
Compensation Claims, 11 Wall St., 15 th Floor, New York, NY 10005, Attn: Deborah Marucci.

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Attachments

NYSE

COMPENSATION IN RELATION TO EXCHANGE SYSTEM FAILURE CLAIM FORM
 

Point of Contact for your firm:Name:
Address:
Phone #:
e-mail:

 

SYSTEM
 

Trade Date and time of
event:
 

Date and time of contact with
NYSE staff:
Staff Person contacted:
 

Date of Claim:
 

Amount of Claim: (Profit /
Loss)
 

Order detail BBSS Agency / Display Book / Other _________________
Firm:
Branch:
Sequence:
Turnaround number:
Time:
Buy / Sell:
Quantity:
Security:
Price:
Reports received:

(List additional orders if any
on back of this form)
 

Covering trade detail Date:
Time:
Price:

 

State reason for claim:
 

Additional Order detail BBSS Agency / Display Book:
Firm:
Branch:
Sequence:
Turnaround number:
Time:
Buy / Sell:
Quantity:
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Security:
Price:
Reports received:

 

Covering trade detail Date:
Time:
Price:

 

Additional Order detail BBSS Agency / Display Book:
Firm:
Branch:
Sequence:
Turnaround number:
Time:
Buy / Sell:
Quantity:
Security:
Price:
Reports received:

 

Covering trade detail Date:
Time:
Price:

 

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See NYSE Information Memo 06-63 ("Errors And Erroneous Reports [ NYSE Rules 134 And 411(a)]"),
August 28, 2006.
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February 16, 2007

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Listing of Sixteen iShares® Exchange Traded Funds

The following sixteen iShares exchange-traded funds (“ETFs”) will be listed on the NYSE and commence
trading on NYSE on a fully-listed basis beginning Friday, February 16, 2007:

iShares® S&P Global Energy Sector Index Fund (IXC)

iShares S&P Global Financials Sector Index Fund (IXG)

iShares S&P Global Healthcare Sector Index Fund (IXJ)

iShares S&P Global Technology Sector Index Fund (IXN)

iShares S&P Global Telecommunications Sector Index Fund (IXP)

iShares MSCI South Africa Index Fund (EZA)

iShares MSCI Pacific ex-Japan Index Fund (EPP)

iShares S&P/TOPIX 150 Index Fund (ITF)

iShares S&P Latin America 40 Index Fund (ILF)

iShares MSCI EAFE Index Fund (EFA)

iShares MSCI Emerging Markets Index Fund (EEM)

iShares Goldman Sachs Networking Index Fund (IGN)

iShares Goldman Sachs Semiconductor Index Fund (IGW)

iShares Goldman Sachs Software Index Fund (IGV)

iShares Goldman Sachs Technology Index Fund (IGM)

iShares Goldman Sachs Natural Resources Index Fund (IGE)

These iShares Funds (“Funds”) were previously listed on the American Stock Exchange. Three of the Funds
—EFA, EZA and EPP—have previously been trading on NYSE pursuant to unlisted trading privileges. This
Information Memo reviews the various rules and policies applicable to trading in shares (“Shares”) of the
Funds.

Background Information on the Funds

Barclays Global Fund Advisors is the investment advisor to the Funds. The Advisor is registered under the
Investment Advisers Act of 1940. SEI Investments Distribution Co. is the principal underwriter and distributor
of Creation Unit Aggregations of iShares (as described below).

The investment objective of the Funds will be to provide investment results that correspond generally to
the price and yield performance of their respective Goldman Sachs, MSCI or S&P Underlying Indexes.
The iShares MSCI and S&P Index Funds, include all non-U.S. stocks or (for the iShares S&P Global Index
Funds) both U.S. and non-U.S. stocks. The iShares Goldman Sachs Index Funds include only U.S. stocks. In
seeking to achieve their investment objective, the Funds will utilize “passive” indexing investment strategies.
The Funds may fully replicate their respective Underlying Index, but currently intend to use a “representative
sampling” strategy to track the applicable Underlying Index. A Fund utilizing a representative sampling
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strategy generally will hold a basket of the Component Securities of its Underlying Index, but it may not hold
all of the Component Securities of its Underlying Index. Shares of the Funds will be issued on a continuous
offering basis in groups of Shares, or multiples thereof. These “groups” of shares are called “Creation Unit
Aggregations.” The Funds will issue and redeem Shares only in Creation Unit Aggregations ranging from
50,000 to 600,000 Shares for each Fund, as specified in the applicable Fund's prospectus.

All orders to purchase Shares in Creation Unit Aggregations must be placed through an Authorized
Participant. An Authorized Participant must be either a “Participating Party”, i.e., a broker-dealer or other
participant in the clearing process through the National Securities Clearing Corporation Continuous
Net Settlement System (the “Clearing Process”), a clearing agency that is registered with the SEC, or a
Depository Trust Company participant, and in each case, must enter into a Participant Agreement. The Funds
impose a transaction fee in connection with the issuance and redemption of Shares to offset transfer and
other transaction costs.

The NAV for the Funds will be calculated and disseminated daily. The Funds' NAV will be calculated by IBT.
IBT will disseminate the information to BGI, SEI and others, including the NYSE. The Funds' NAV will be
published in a number of places, including, www.ishares.com and on the Consolidated Tape.

For a more complete description of the Funds and the underlying indexes, visit www.ishares.com.

Principal Risks

Interested persons are referred to discussion in the Funds' prospectus of principal risks of an investment
in the Funds. These include tracking error risk (factors causing a Fund's performance to not match the
performance of the underlying index), market trading risk (for example, trading halts, trading above or
below net asset value), stock market risk, investment style risk, interest rate risk, investment approach risk,
concentration risk, non-diversification risk, issuer-specific risk, management risk, lack of market liquidity, lack
of governmental insurance or guarantee, and fiscal policy risk.

Hours of Trading

Trading in the Funds will be 9:30 a.m. until 4:15 p.m.

Exchange Rules Applicable to the Trading of ETFs

The rules applicable to ETFs are applicable to these Funds since these Funds fall within the definition of an
Investment Company Unit, as provided in Paragraph 703.16 of the Listed Company Manual and NYSE Rule
1100.

Application of Certain NYSE Rules to ETFs

Rule 104 - NYSE Rules 104.20 and 104.21 establish a capital requirement for specialists of $500,000
per ETF. A specialist unit registered only in an ETF would be subject to the $1,000,000 minimum capital
requirement of Rule 104.20.

In addition, Rule 104 governs specialist market making in ETFs. In particular, the rule permits specialists
to engage in “parity” transactions on direct destabilizing ticks without obtaining Floor Official approval. A
“parity” transaction in an ETF would be a trade to bring the security into line with the value of the securities
comprising the ETF, or the value of a futures contract on the index on which the ETF is based.

Rule 13 - NYSE Rule 13.30 provides that stop and stop limit orders in an Investment Company Unit shall be
elected by a quotation, but specifies that if the electing bid on an offer is more than 0.10 point away from the
last sale and is for the specialist's dealer account, prior Floor Official approval is required for the election to be
effective. This rule applies to Investment Company Units generally.

Rule 36.30 - NYSE Rule 36.30 governs the establishment of telephone or electronic communications
between the NYSE's trading floor and any other location. Rule 36 provides that a specialist registered in an
ETF may use a telephone or order entry terminal to enter an order in the ETF itself, in a component security
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of the ETF, or in an options or futures contract related to the ETF. In addition, the specialist may use a post
telephone to obtain market information with respect to such ETFs, options, futures, or component securities.
The text of Rule 36 makes clear that if an order in a component security of such ETF is to be executed on the
NYSE, the order must be entered in compliance with NYSE Rule 112(c) and SEC Rule 11a2-2(T) (described
below), and must be entered only for the purpose of hedging a position in the ETF.

The specialist may not use the post wire to call a specialist on the NYSE registered in a component stock
of the ETF to enter an order, nor may the specialist use a SuperDOT terminal to send an order directly via
SuperDOT to another specialist. The specialist registered in an ETF is not registered in the component
stocks, and therefore is not permitted to initiate an “on Floor” order in such a stock.

NYSE members, including specialists, are permitted to enter an “off-Floor” order. NYSE Rule 112(c) codifies
the principle that a member may use a “communication facility” on the Floor of the NYSE to call an off-Floor
location and enter a proprietary order. The order is deemed to be an “off-Floor” order (i.e., not an order
initiated on the Floor, referred to as an “on Floor” order), provided the order is routed through a clearing firm's
order room off the Floor, and is transmitted to the Floor for execution by an unaffiliated member. This latter
provision is consistent with SEC Rule 11a2-2(T), which permits executions of off-floor member proprietary
orders by unaffiliated members. These rules do not impose restrictions on the types of orders which may
be executed pursuant to the exemptive relief provided. Under Rule 36.30, any orders in a component stock
of an ETF entered for execution on the NYSE from the specialist's post, either by telephone or by means
of a SuperDOT terminal, would have to be routed through a clearing firm's order room off the Floor and
transmitted back to the Floor for execution without the specialist in the ETF interacting with the order or
participating in the execution in any way.

Rule 123C - Market-on-Close/ Limit-At-The-Close Orders

Orders in ETFs are not subject to the NYSE's Rule 123C Market-On-Close (“MOC”)/Limit-atthe- Close
(“LOC”) procedures concerning order entry limitations, cancellation of orders during a regulatory halt,
imbalance publications, and any other limitations or procedures with respect to MOC/LOC procedures. A
MOC/LOC order in an ETF can be entered at any time without regard to the limitations of Rule 123C. In
addition, the closing price of an ETF will not be subject to publication of imbalances under Rule 123C.

Rule 123D- Pre-Opening Price Indications Policy

Similarly, the NYSE's policies regarding mandatory dissemination of pre-opening price indications (other
than ITS pre-opening notifications) in the case of significant order imbalances and potentially large price
dislocation from the prior close do not apply to ETFs.

Both the MOC/LOC procedures and the mandatory pre-opening price indications policy are intended to
solicit offsetting contra side interest to minimize price dislocation. This rationale does not apply in the case of
ETFs, which are derivatively priced in relation to, among other things, the values of the underlying component
securities, regardless of the extent of an order imbalance.

Rule 105(m) - NYSE Rule 105(m), which prohibits affiliates of specialist units from acting as a primary
market maker in the option on a specialty security, permits such activity with respect to options on a Fund
for affiliates of specialists that have Rule 98 approved procedures in place. The Exchange believes that, as
ETFs are derivatively priced, the conflicts of interest with respect to market making in both the underlying
security and its corresponding option are minimized in this case. The Exchange will also permit a NYSE Rule
98 affiliate of the ETF specialist to act in a market making capacity (but not as a specialist) in the ETF itself on
another market center.

Rule 98 - NYSE Rule 98 provides that affiliates of a specialist organization can receive an exemption from
certain rules applicable to specialists (principally impacting proprietary trading and investment banking),
provided they establish a system of information barriers between themselves and the affiliated specialist. One
of the conditions for the Rule 98 exemption is that the specialist organization be capitalized separate and
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apart from any affiliate. The Exchange has deleted this requirement in the case of a specialist organization
that is registered only in ETFs. The Exchange believes that the separate capitalization requirement is not
required in such case, and that the question of adequacy of capital can be appropriately addressed by the
special allocation committee which will allocate the ETF. However, a specialist organization that is registered
only in ETFs will remain subject to the minimum capital requirements specified in Rule 104.20.

Exemptive, Interpretive and No-Action Relief Under Federal Securities Regulations and NYSE Rules

The Securities and Exchange Commission (“SEC”) has issued exemptive, interpretive and noaction relief
from certain provisions of and rules under the Act regarding trading in the above-mentioned Funds. In
addition, the SEC has approved an NYSE interpretive position with respect to the NYSE's short sale rule.
Members and member organizations are referred to Letters dated from James A. Brigagliano, Assistant
Director, SEC Division of Market Regulation, to W. John McGuire, Morgan, Lewis & Bockius, dated August
15, 2001 (for EFA), October 19, 2001 (for ILF and ITF), July 10, 2001 (for IGN, IGW, IGV, IGE), November 9,
2001 (for IXC, IXG, IXJ, IXN, IXP); to Liza Ray, Morgan, Lewis & Bockius, dated March 13, 2001 (for IGM); to
Donald Crawshaw, Sullivan & Cromwell, dated May 10, 2000 (for EZA). A description of the SEC's exemptive
relief follows; however, in the event of any discrepancy between this description and the applicable SEC
Letter, the text of the applicable SEC Letter controls.

Short Sale Rules - Transactions in ETFs will not be subject to “tick” requirements of the short sale rule of the
Commission (Rule 10a-1) or the Exchange (Rule 440B). Short orders must be marked SHORT or SHORT
EXEMPT. (See paragraph below regarding Rule 200(g) of Regulation SHO.)

Rule 200(g) of Regulation SHO- The SEC Division of Market Regulation has stated that the Division will
not recommend enforcement action under Rule 200(g) of Regulation SHO if a broker-dealer marks “short”
rather than “short exempt” a short sale effected in the Funds pursuant to the exemptions from the price test of
Rule 10a-1 that have been granted, subject to specified conditions, including that a broker-dealer executing
exempt short sales will mark such sales as “short” and in no event will such sales be marked “long”. (See
letter from James A. Brigagliano, Assistant Director, Division of Market Regulation, SEC, to Ira Hammerman,
Senior Vice President and General Counsel, Securities Industry Association, dated January 3, 2005.)

Regulation M Exemptions - Generally, Rules 101 and 102 of Regulation M prohibit any “distribution
participant” and its “affiliated purchasers” from bidding for, purchasing, or attempting to induce any person
to bid for or purchase any security which is the subject of a distribution until after the applicable restricted
period, except as specifically permitted in Regulation M. The provisions of the Rules apply to underwriters,
prospective underwriters, brokers, dealers, and other persons who have agreed to participate or are
participating in a distribution of securities.

The SEC has granted an exemption from Rule 101 under Regulation M to permit persons participating
in a distribution of shares of the above-mentioned Funds to engage in secondary market transactions in
such shares during their participation in such a distribution. In addition, the SEC has granted relief under
Regulation M to permit persons who may be deemed to be participating in the distribution of shares of the
above-mentioned Funds (i) to purchase securities for the purpose of purchasing Creation Unit Aggregations
of Fund shares and to (ii) tender securities for redemption in Creation Unit Aggregations. Further, the SEC
has clarified that the tender of Fund shares to the Funds for redemption does not constitute a bid for or
purchase of any of the Funds' securities during the restricted period of Rule 101. The SEC has also granted
an exemption pursuant to paragraph (e) of Rule 102 under Regulation M to allow the redemption of Fund
shares in Creation Unit Aggregations during the continuous offering of shares.

Customer Confirmations for Creation or Redemption of Fund Shares (SEC Rule 10b-10) - Broker-dealers
who handle purchases or redemptions of Fund shares in Creation Unit size for customers will be permitted to
provide such customers with a statement of the number of Creation Unit Aggregations created or redeemed
without providing a statement of the identity, number and price of shares of the individual securities tendered
to the Fund for purposes of purchasing Creation Unit Aggregations (“Deposit Securities”) or the identity,
number and price of shares to be delivered by the Trust to the redeeming holder (“Redemption Securities”).
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The composition of the securities required to be tendered to the Fund for creation purposes and of the
securities to be delivered on redemption will be disseminated each business day and will be applicable to
requests for creations or redemption, as the case may be, on that day. This exemptive relief under Rule
10b-10 with respect to creations and redemptions is subject to the following conditions:

(1) Confirmations to customers engaging in creations or redemptions must state that all information
required by Rule 10b-10 will be provided upon request;

(2) Any such request by a customer for information required by Rule 10b-10 will be filed in a timely
manner, in accordance with Rule 10b-10(c);

(3) Except for the identity, number and price of shares of the component securities of the Deposit
Securities and Redemption Securities, as described above, confirmations to customers must disclose
all other information required by Rule 10b-10(a).

SEC Rule 14e-5 -An exemption from Rule 14e-5 has been granted to permit any person acting as a dealer-
manager of a tender offer for a component security of the Funds to (1) redeem Fund shares in Creation Unit
Aggregations from the issuer that may include a security subject to such tender offer and (2) to purchase
Fund shares during such tender offer. In addition, a no-action position has been taken under Rule 14e-5 if a
broker-dealer acting as a dealer-manager of a tender offer for a security of the Fund purchases or arranges
to purchase such securities in the secondary market for the purpose of tendering such securities to purchase
one or more Creation Unit Aggregations of shares, if made in conformance with the following:

(i) such bids or purchases are effected in the ordinary course of business, in connection with a basket
of 20 or more securities in which any security that is the subject of a distribution, or any reference
security, does not comprise more than 5% of the value of the basket purchased; or

(ii) purchases are effected as adjustments to such basket in the ordinary course of business as a result
of a change in the composition of the underlying index; and

(iii) such bids or purchases are not effected for the purpose of facilitating such tender offer.

Section 11(d)(1); SEC Rules 11d1-1 and 11d1-2 - Section 11(d)(1) of the Act generally prohibits a person
who is both a broker and a dealer from effecting any transaction in which the broker-dealer extends credit
to a customer on any security which was part of a new issue in the distribution of which he participated as a
member of a selling syndicate or group within thirty days prior to such transaction. The SEC has clarified that
Section 11(d)(1) does not apply to broker-dealers that are not Authorized Participants (and, therefore, do not
create Creation Unit Aggregations) that engage in both proprietary and customer transactions in shares of
the Funds in the secondary market, and for broker-dealer Authorized Participants that engage in creations
of Creation Unit Aggregations. This relief is subject to specific conditions, including the condition that such
broker-dealer (whether or not an Authorized Participant) does not, directly or indirectly, receive from the fund
complex any payment, compensation or other economic incentive to promote or sell the shares of the ETF to
persons outside the fund complex, other than non-cash compensation permitted under NASD Rule 2830 (I)(5)
(A), (B) or (C). See letter dated November 21, 2005 from Catherine McGuire, Chief Counsel, SEC Division of
Market Regulation, to Securities Industry Association, Derivative Products Committee. The Commission has
also taken a no-action position under Section 11(d)(1) of the Act that brokerdealers may treat shares of the
Funds, for purposes of Rule 11d1-2, as “securities issued by a registered open-end investment company as
defined in the Investment Company Act” and thereby extend credit or maintain or arrange for the extension
or maintenance of credit on shares that have been owned by the persons to whom credit is provided for more
than 30 days, in reliance on the exemption contained in the rule.

SEC Rule 15c1-5 and 15c1-6 - The SEC has taken a no-action position with respect to Rule 15c1-5 and
Rule 15c1-6 as to the required disclosure of control by a broker or dealer with respect to creations and
redemptions of Fund shares and secondary market transactions therein.

Other Matters
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Due Diligence - Pursuant to NYSE Rule 405, before a member, member organization, allied member or
employee thereof undertakes to recommend a transaction in ETF shares, such person must exercise due
diligence to learn the essential facts relative to the customer. If any recommendation is made with respect
to such shares, the person making the recommendation should have a reasonable basis for believing, at
the time of making the recommendation, that the customer has such knowledge and experience in financial
matters that he or she may reasonably be expected to be capable of evaluating the risks and any special
characteristics of the recommended transaction, and is financially able to bear the risks of the recommended
transaction. Before a member, member organization or employee thereof recommends a transaction in the
Funds, a determination must be made that the recommendation is in compliance with all applicable Federal
and Exchange rules and regulations, including due diligence obligations under Exchange Rule 405.

Certain Specialist Transactions in ETFs - NYSE Rule 460.10 generally precludes certain business
relationships between an issuer and the specialist in the issuer's securities. Exceptions in the rule, however,
permit specialists in ETF shares to enter into Creation Unit transactions through the Distributor to facilitate
the maintenance of a fair and orderly market. Even so, a specialist Creation Unit transaction may only be
effected on the same terms and conditions as any other investor, and only at the net asset value of the ETF
shares. In addition, a specialist may acquire a position in excess of 10% of the outstanding issue of the ETF
shares. Specialists registered in a security issued by an investment company may purchase and redeem
the investment company unit, or securities that can be subdivided or converted into such unit, from the
investment company as appropriate to facilitate the maintenance of a fair and orderly market in the subject
security.

Trading Halts - In order to halt the trading of an ETF, the Exchange may consider, among other things, factors
such as the extent to which trading is not occurring in the underlying securities and whether other unusual
conditions or circumstances detrimental to the maintenance of a fair and orderly market are present. In
addition, trading in Fund shares is subject to trading halts caused by extraordinary market volatility pursuant
to NYSE Rule 80B.

Prospectus Delivery - Exchange members and member organizations should be mindful of applicable
prospectus delivery requirements under the federal securities laws with respect to transactions in the
Funds. In that regard, the Exchange notes that although NYSE Rule 1100(b) provides for delivery of written
descriptions to customers of Funds that have received an exemption from Section 24(d) of the Investment
Company Act, there is at this time no written description available for these particular Funds. Members and
member organizations are advised that delivery of a prospectus in lieu of a written description would satisfy
the requirements of Rule 1100(b).

Purchases and Redemptions in Creation Unit Size - Exchange members and member organizations are
hereby informed that procedures for purchases and redemptions of Shares in Creation Unit Size are
described in the Funds' prospectus and Statement of Additional Information, and that Shares are not
individually redeemable but are redeemable only in Creation Unit Size aggregations or multiples thereof.

Surveillance. All Exchange surveillances applicable to trading of equities on the Exchange will apply to trading
in the Shares of the Funds.

Questions concerning the matters discussed in this Memorandum may be addressed as follows:

General Questions on ETFs:

Michael Cavalier (212) 656-2474 (Office of the General Counsel)

Questions on:

Due Diligence

Stephen A. Kasprzak (Member Firm Regulation) (212) 656-5226

Exchange Rules

Daniel M. Labovitz (Market Surveillance) (212) 656-2081
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___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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February 14, 2007

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, OPERATIONS, TECHNOLOGY,
COMPLIANCE AND LEGAL DEPARTMENTS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: UPDATED SUPPLEMENT TO THE OPTIONS DISCLOSURE DOCUMENT

Recently, the Securities and Exchange Commission approved a Supplement 1   (see Attachment) to the

Options Disclosure Document (“ODD”). 2   The Supplement is related to U.S. dollar-denominated foreign
currency options (“USD FCOs”). These options are traded on the Philadelphia Stock Exchange (“Phlx”).

The Supplement provides additional disclosure with regard to U.S. dollar settled foreign currency options. 3

   The Exchange is advising member organizations, pursuant to Rule 726.30 (“Delivery of Options Disclosure
Documents and Prospectuses”), that the ODD Supplement has been amended.

Specifically, the Supplement updates certain disclosures such as the calculation of exercise prices and the

premiums for USD FCOs. 4   Furthermore, the Supplement also relates to cash settlement disclosures such

as the cash settlement calculations and exercise settlement values. 5   Lastly, the disclosure in the ODD

related to the expiration of USD FCOs is updated. 6 

Subsequently, a non-material, technical change to an example in the recently approved Supplement has
been made to now use the actual contract size of USD FCOs traded by the Phlx. The Supplement should
be read in conjunction with the current ODD, which is entitled, “Characteristics and Risks of Standardized
Options.”

NYSE Rule 726(a) provides, in part, that all new options customers must receive the current ODD.
Additionally, according to the Rule, member organizations must provide each customer who has been
previously furnished an ODD with a copy of an amended current ODD. Member organizations may comply
with this requirement in various ways, including, but not limited to, the following:

a. A member organization may choose to conduct a mass mailing of the Supplement to all of its
approved customers who have already received the ODD; or

b. A member organization may deliver the Supplement to a customer, who has already received the
ODD, with the first confirmation of an option transaction involving a USD FCO.

Questions concerning this Information Memo may be directed to Stephen A. Kasprzak at (212) 656-5226 or
Cory Figman at (212) 656-4893.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Attachments

JANUARY 2007 SUPPLEMENT
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The February 1994 edition of the booklet entitled Characteristics and Risks of Standardized Options (the
“booklet”) is amended as follows to reflect certain changes in OCC's rules as well as the rules of certain
options markets. The changes pertain to cash-settled foreign currency options.

On page 38, the second paragraph under the heading “Special Features of Dollar-Denominated Foreign
Currency Options” is deleted and replaced with the following:

Exercise prices for currently available dollar-denominated options on foreign currencies are stated in units of
U.S. currency (e.g., cents or hundredths of a cent) per unit of foreign currency. In order to determine the total
exercise price per contract, it is necessary to know the unit of U.S. currency used for options on the particular
foreign currency, and to multiply the stated exercise price by the unit of trading for such options. For example,
at the date of this booklet, dollar-denominated British pound options are expressed in U.S. cents per unit, and
dollar-denominated Japanese yen options are expressed in hundredths of U.S. cents per unit.

On page 38, the following is inserted immediately following the second “EXAMPLE” at the end of the page:

Readers should note, however, that certain exchanges may express exercise prices in other unconventional
ways. For example, an exercise price stated as $100.50 may in reality mean $1.0050. Readers need to be
sure they fully understand the various conventions used by the exchanges on which they trade in quoting
exercise prices.

On page 39, the second paragraph is deleted and replaced with the following:

Premiums for currently available dollar-denominated options on foreign currencies are expressed in units of
U.S. currency per unit of foreign currency. In order to calculate the cost of the option, it is necessary to know
the unit of U.S. currency used for options on the particular foreign currency. For example, at the date of this
booklet, premiums for currently available dollar-denominated Swiss franc options are expressed in U.S. cents,
and premiums for currently available dollar-denominated Japanese yen options are expressed in hundredths
of U.S. cents.

On page 39, the following are deleted: (a) the sentence immediately following the first “EXAMPLE,” (b) the
second “EXAMPLE,” and (c) the sentence immediately following the second “EXAMPLE.”

On page 39, the following is inserted immediately before the last paragraph:

Readers should note, however, that certain exchanges may express premiums in other unconventional ways.
Readers need to be sure they fully understand the various conventions used by the exchanges on which they
trade in quoting premiums.

The first paragraph under the heading “Cash-Settled Foreign Currency Options,” which is the last paragraph
on page 43, is deleted and the following sentence is added at the beginning of the first paragraph on page 44:

At the date of this booklet, dollar-denominated cash-settled foreign currency options have also been approved
for trading.

The last four paragraphs on page 44 are deleted and replaced with the following:

EXAMPLE: If the exercise price of a cash-settled, dollar-denominated call option on euros is $1.2500 per
euro, the exercise settlement value of the euro is determined to be $1.2607 and the option covers 10,000
euros, then the cash settlement amount for the option will be ($1.2607 − $1.2500) × 10,000 = $107.00.

Cash-settled foreign currency options may be automatically exercised on the expiration date if in the money
or if in the money by a certain amount. See the discussion in Chapter VIII under “How to Exercise.”

The exercise settlement value for cash-settled foreign currency options will be based on an exchange rate
for the underlying foreign currency from a source selected by the market on which the options trade as set
forth in exchange rules. This rate may be based on a rate announced by the Federal Reserve Bank of New
York, bid and offer quotations from a sampling of participants in the interbank spot market for the underlying
foreign currency, the rate reported by a recognized pricing service, or some other widely-available rate. The
time as of which the exercise settlement value is calculated and the method of calculation are determined by
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the options market on which the options are traded and may be changed by it at any time. Any such change
may be made applicable to options outstanding at the time of the change.

If OCC determines that the exercise settlement value of the underlying foreign currency for any series of
cash-settled foreign currency options is unreported, inaccurate, unreliable, unavailable, or inappropriate for
purposes of calculating the cash settlement amount of such series, OCC has the authority to suspend the
settlement obligations of the exercising and assigned Clearing Members of options of such series or to fix the
cash settlement amount for exercised options of such series or to do both. In the event of such a suspension,
OCC will fix a new settlement date after OCC determines that the exercise settlement value is available or
after OCC fixes the cash settlement amount.

If OCC determines to fix the cash settlement amount, it will act through an adjustment panel that will use its
judgment as to what is appropriate for the protection of investors and the public interest. For a description
of adjustment panels, see “Adjustment and Adjustment Panels” in Chapter II. The panel may fix the cash
settlement amount using the reported price or value of the underlying foreign currency at such time, or
representing a combination or average of prices or values at such time or times, and reported in such
manner, as the panel deems appropriate.

If an adjustment panel delays fixing a cash settlement amount for a series of cash-settled foreign currency
options past the last trading day before expiration of that series, normal expiration exercise procedures
will not apply to the affected series. Instead, exercise settlement will be postponed until the next business
day following the day when the adjustment panel fixes the cash settlement amount, and each long position
in the affected series will be treated as having been exercised if the cash settlement amount per contract
for that series is $1.00 or more. If the cash settlement amount per contract is less than $1.00, the option
will be treated as having expired unexercised. As a result of these procedures, holders of expiring cash-
settled foreign currency options may not know whether their options have been exercised, and writers of
such options may not know whether they have been assigned an exercise, until after the expiration date. An
adjustment panel's determinations shall be conclusive, binding on all investors, and not subject to review.

The paragraph numbered 12. on page 87 is deleted.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Release No. 34-55035 (December 29, 2006) 72 FR 7 (January 11, 2007) (SR-ODD - 2006-01).
2  The ODD contains general disclosures on the characteristics and risks of trading standardized options.
3  See Footnote 1.
4  See Footnote 1.
5  See Footnote 1.
6  See Footnote 1.
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February 13, 2007

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Listing of CurrencyShares SM Japanese Yen Trust

The Securities and Exchange Commission has approved the following CurrencyShares sm Trust for listing
and trading on the NYSE, beginning February 13, 2007:

CurrencyShares sm Japanese Yen Trust (symbol: FXY)

The purpose of this Memorandum is to outline various rules and policies that will be applicable to trading in
this product, including certain exemptive, interpretive and no-action positions taken by the Securities and
Exchange Commission (“SEC”), as well as to highlight the characteristics and risks of the CurrencyShares
sm (the “Shares”). For a more complete description of the CurrencyShares sm Trust (the “Trust”), the Shares
and the foreign currency market, visit the Trust's website, www.currencyshares.com, or consult the Trust's
prospectus.

Rydex Specialized Products LLC is the sponsor of the Trust (“Sponsor”), The Bank of New York is the
trustee (“Trustee”), JPMorgan Chase Bank, N.A., London Branch, is the depository (“Depository”), and Rydex
Distributors, Inc. is the distributor (“Distributor”). The Sponsor, Trustee, Depository and Distributor are not
affiliated with the Exchange or one another, with the exception that the Sponsor and Distributor are affiliated.

According to the Registration Statement, the Trust is not registered as investment companies under the
Investment Company Act and is not required to register under such Act.

Description of the Trust

According to the Registration Statement for the Trust, the Trust will be formed under the laws of the State
of New York as of the date the Sponsor and the Trustee sign the Depositary Trust Agreement and the Initial
Purchaser makes the initial deposit for the issuance of three Baskets. A Basket is a block of 50,000 Shares.
The Trust holds Japanese Yen and is expected from time to time to issue Baskets in exchange for deposits
of Japanese Yen and to distribute Japanese Yen in connection with redemptions of Baskets. The investment
objective of the Trust is for the Shares to reflect the price of Japanese Yen. The Shares represent units
of fractional undivided beneficial interest in, and ownership of, the Trust. The Trust is not managed like a
business corporation or an active investment vehicle. The Japanese Yen held by the Trust will only be sold
(1) if needed to pay Trust expenses, (2) in the event the Trust terminates and liquidates its assets or (3)
as otherwise required by law or regulation. The sale of foreign currency by the Trust is a taxable event to
Shareholders.

The creation and redemption of Baskets requires the delivery to the Trust or the distribution by the Trust of
the amount of foreign currency represented by the Baskets being created or redeemed. This amount is based
on the combined NAV per Share of the number of Shares included in the Baskets being created or redeemed.
Baskets may be created or redeemed only by Authorized Participants, which pay a transaction fee of $500 for
each order to create or redeem Baskets (which order may include multiple baskets). The transaction fee may
be reduced or, with the consent of the Sponsor, increased. The Trustee shall notify DTC of any agreement
to change the transaction fee and will not implement any increase in the fee for the redemption of Baskets
until thirty days after the date of the notice. Authorized Participants may sell to other investors all or part of the
Shares included in the Baskets that they purchase from the Trust. Shares are not individually redeemable but
are redeemable only in Baskets of 50,000 shares or multiples thereof.
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The Trustee will calculate, and the Sponsor will publish, the Trust's NAV each business day. To calculate the
NAV, the Trustee will subtract the Sponsor's accrued fee for the current day from the foreign currency held
by the Trust (including all unpaid interest accrued through the immediately preceding day) and calculate the
value of the foreign currency in dollars based upon the Noon Buying Rate.

The Trust's assets will consist only of Japanese Yen on demand deposit in two Japanese Yen-denominated,
interest-bearing accounts at JPMorgan Chase, London Branch. The Trust will not hold any derivative
products. Each Share represents a proportional interest, based on the total number of Shares outstanding, in
Japanese Yen owned by the Trust, less the estimated accrued but unpaid expenses (both assetbased and
non-asset based) of the Trust. The Sponsor expects that the price of a Share will fluctuate in response to
fluctuations in the price of Japanese Yen and that the price of a Share will reflect accumulated interest as well
as the estimated accrued but unpaid expenses of the rust.

Investors may obtain, 24-hours a day, Japanese Yen pricing information based on the spot price of Japanese
Yen various financial information service providers. Current spot prices are also generally available with bid/
ask spreads from foreign exchange dealers. In addition, the Trust's website, www.currencyshares.com, will
provide ongoing pricing information for foreign currency spot prices and the Shares. Market prices for the
Shares are available from a variety of sources, including brokerage firms, financial information websites and
other information service providers. The NAV of the Trust is published by the Sponsor on each day that the
NYSE is open for regular trading and will be posted on the Trust's website.

The Trust will terminate upon the occurrence of any of the termination events listed in the Depositary Trust
Agreement and will otherwise terminate on February 1, 2047.

Risk Factors to Investing in the Shares

An investment in the Shares carries certain risks. The following risk factors are taken from and discussed in
more detail in the Registration Statement:

• The value of the Shares relates directly to the value of Japanese Yen held by the Trust. Fluctuations
in the price of the currency could materially and adversely affect the value of the Shares.

• The USD/ Japanese Yen exchange rate, like foreign exchange rates in general, can be volatile and
difficult to predict. This volatility could materially and adversely affect the performance of the Shares.

• The Deposit Accounts are not entitled to payment at any office of JP Morgan Chase Bank, N.A.
located in the United States.

• Shareholders will not have the protections associated with ownership of a demand deposit account
insured in the United States by the Federal Deposit Insurance Corporation nor the protection
provided under English law.

• Foreign currency held in the Deposit Accounts will not be segregated from the Depository's assets.
If the Depository becomes insolvent, then its assets might not be adequate to satisfy a claim by
the Trust or any Authorized Participant. In addition, in the event of the insolvency of the Depository
or the U.S. Bank of which it is a branch, there may be a delay and costs incurred in identifying the
foreign currency held in the Deposit Account.

• The Shares are a new securities product. Their value could decrease if unanticipated operational or
trading problems were to arise.

• Shareholders will not have the protections associated with ownership of shares in an investment
company registered under the Investment Company Act of 1940.

• Shareholders will not have the rights enjoyed by investors in certain other financial instruments.
• The Shares may trade at a price which is at, above, or below the NAV per Share.
• The interest rate earned by the Trust, although competitive, may not be the best rate available. If

the Sponsor determines that the interest rate is inadequate, then its sole recourse will be to remove
the Depositary and terminate the Deposit Account.
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• The possible sale of Japanese Yen by the Trust to pay expenses, if required, will reduce the amount
of Japanese Yen represented by each Share on an ongoing basis regardless of whether the price of
a Share rises or falls in response to changes in the price of Japanese Yen.

• The sale of the Trust's deposited currency, if necessary, to pay expenses at a time when the price
of the currency is relatively low could adversely affect the value of the Shares.

• The Depository owes no fiduciary duties to the Trust or the Shareholders, is not required to act
in their best interest and could resign or be removed by the Sponsor with respect to the Trust,
triggering early termination of the Trust.

• The Trust may be required to terminate and liquidate at a time disadvantageous to Shareholders.
• Redemption orders are subject to rejection by the Trustee under certain circumstances.
• Substantial sales of Japanese Yen by the official sector could adversely affect an investment in the

Shares.
• Shareholders that are not Authorized Participants may only purchase or sell their Shares in

secondary trading markets.
• The liability of the Sponsor and the Trustee under the Depositary Trust Agreement is limited; and,

except as set forth in the Depositary Trust Agreement, they are not obligated to prosecute any
action, suit or other proceeding in respect to any Trust property.

• The Depositary Trust Agreement may be amended to the detriment of Shareholders without their
consent.

• The License Agreement with the Bank of New York may be terminated by the Bank of New York in
the event of a material breach by the Sponsor. Termination of the License Agreement might lead to
early termination and liquidation of the Trust.

Availability of Information Regarding Japanese Yen Prices

Investors may obtain on a 24-hour basis Japanese Yen pricing information based on the Japanese Yen
spot price from various financial information service providers Complete real-time data for Japanese Yen
futures and options prices traded on the CME and Phlx are also available by subscription from information
service providers. The CME and Phlx also provide delayed futures and options information on current and
past trading sessions and market news free of charge on their respective websites.

There are a variety of other public websites providing information on Japanese Yen and foreign currency,
including Bloomberg, CBS Market Watch and Yahoo! Finance, moneycentral.com, cnnfn.com and
reuters.com. Many of these sites offer price quotations drawn from other published sources, and as the
information is supplied free of charge, it generally is subject to time delays. Like bond securities traded in the
OTC market with respect to which pricing information is available directly from bond dealers, current foreign
currency spot prices are also generally available with bid/ask spreads from foreign currency dealers.

In addition, the Trust's website will provide the following information: (1) the spot price for Japanese Yen,
including the bid and offer and the midpoint between the bid and offer for the Japanese Yen spot price,
updated at least every 15 seconds, which is an essentially real-time basis; (2) an intraday indicative value
(“IIV”) per share for the Shares calculated by multiplying the indicative spot price of Japanese Yen by the
quantity of Japanese Yen backing each Share, updated at least every 15 seconds; (3) a delayed indicative
value (subject to a 20 minute delay), which is used for calculating premium/discount information; (4) premium/
discount information, calculated on a 20 minute delayed basis; (5) the NAV of the Trust as calculated each
business day by the Trustee; (6) accrued interest per Share; (7) the daily Federal Reserve Bank of New York
Noon Buying Rate; (8) the Basket Amount for Japanese Yen; and (9) the last sale price of the Shares as
traded in the US market, subject to a 20-minute delay, as it is provided free of charge. The Exchange will
provide on its own public website (www.nyse.com) a link to the Trust's website.

There is no regulated source of “last sale” information regarding foreign currencies, and the SEC and the
NYSE have no jurisdiction over the trading of foreign currencies. However, participants in the U.S. over-the-
counter market for foreign currencies are generally regulated by their oversight regulators. For example,
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participating banks are regulated by the banking authorities (such as the Office of the Comptroller of the
Currency).

Exchange Rules Applicable to the Trading of the Shares

The Shares are considered “securities” under Exchange Rule 3 and are subject to all applicable trading rules.

Rule 1300A (“Currency Trust Shares”) deals with issues related to the trading of the Shares. Specifically,
pursuant to Rule 1300A, the Shares will be treated the same as Investment Company Units (as defined in
Exchange Rule 1100 and Section 703.16 of the Listed Company Manual) for purposes of:

• Rule 13 (“Definitions of Orders”),
• Rule 36.30 (“Communications Between Exchange and Members' Offices”),
• Rule 98 (“Restrictions on Approved Person Associated with a Specialist's Member Organization”),
• Rule 104 (“Dealings by Specialists”),
• Rule 105(m) (“Guidelines for Specialists' Specialty Stock Option Transactions Pursuant to Rule

105”),
• Rule 123(e) (“Record of Orders - System Entry Required”) and (f) and “Record of Orders - Reports

of Order Executions”),
• Rules 132B and 132C (“Order Tracking System”),
• Rule 460.10 (“Specialists Participating in Contests”), and
• Rule 1002 (NYSE Direct+: “Availability of Automatic Feature”),

When these Rules discuss Investment Company Units, references to the word “index” (or derivative or similar
words) will be deemed to be references to the spot price of the applicable foreign currency and references to
the word “security” (or derivative or similar words) will be deemed to be references to the “Currency Trust.”
The Shares are not exempt from Exchange Rules 123C (“Market-on-Close/Limit-on-Close Policy”) and 123D
(“Pre-Opening Price Indications Policy”).

Rule 1301A (“Currency Trust Shares: Securities Accounts and Orders of Specialists”) requires specialists
handling the Shares to provide the Exchange with all necessary information relating to their trading in
Japanese Yen and futures and options contracts thereon.

Hours of Trading

Trading in the Shares will be until 4:15 p.m.

Exemptive, Interpretive and No-Action Relief Under Federal Securities Regulations and NYSE Rules

The SEC has issued exemptive, interpretive and no-action relief from certain provisions of and rules under
the Securities Exchange Act of 1934, as amended (the “Exchange Act”), regarding trading in the Shares,
which is summarized below. As this is only a summary of the relief granted by the SEC, the Exchange also
advises interested members to consult the Letter dated June 21, 2006 (“June 21, 2006 Letter”) from Racquel
L. Russell, Esq., Branch Chief, Division of Market Regulation, to George T. Simon, Foley & Lardner LLP, and
Letter dated January 19, 2006 (“January 19, 2006 Letter”) from James A Brigagliano, Assistant Director, SEC
Division of Market Regulation to Michael Schmidtberger, Sidley, Austin, Brown & Wood, for more complete
information regarding the trading practices relief granted by the SEC. The Trust Sponsor is relying on the
June 21, 2006 Letter regarding Rule 10a-1, Rule 200(g) of Regulation SHO, and Rules 101 and 102 of
Regulation M under the Exchange Act, and is relying on the January 19, 2006 Letter regarding Section 11(d)
(1) of the Exchange Act and Rule 11d1-2 thereunder. In addition, the Exchange has taken an interpretive
position with respect to its short sale rule. A description of the SEC's exemptive relief follows; however, in the
event of any discrepancy between this description and the SEC Letters referred to above, the text of the SEC
Letters controls.
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Short Sale Rules. Transactions in the Shares will not be subject to “tick” requirements of the short sale rule of
the Commission (Rule 10a-1) or the Exchange (Rule 440B). Short orders must be marked SHORT or SHORT
EXEMPT.

Rule 200(g) of Regulation SHO. The SEC Division of Market Regulation has stated that the Division will
not recommend enforcement action under Rule 200(g) of Regulation SHO if a broker-dealer marks “short”
rather than “short exempt” a short sale effected in the Funds pursuant to the exemptions from the price test of
Rule 10a-1 that have been granted, subject to specified conditions, including that a broker-dealer executing
exempt short sales will mark such sales as “short” and in no event will such sales be marked “long”. (See
letter from James A. Brigagliano, Assistant Director, Division of Market Regulation, SEC, to Ira Hammerman,
Senior Vice President and General Counsel, Securities Industry Association, dated January 3, 2005.)

Regulation M Exemptions. Generally, Rules 101 and 102 of Regulation M is an anti-manipulation regulation
that, subject to certain exemptions, prohibits a “distribution participant” and the issuer or selling security
holder, in connection with a distribution of securities, from bidding for, purchasing, or attempting to induce
any person to bid for or purchase, any security which is the subject of a distribution until after the applicable
restricted period, except as specifically permitted in Regulation M. The provisions of the Rules apply to
underwriters, prospective underwriters, brokers, dealers, and other persons who have agreed to participate or
are participating in a distribution of securities, and affiliated purchasers of such persons.

The SEC has granted an exemption from paragraph (d) of Rule 101 under Regulation M to permit persons
who may be deemed to be participating in a distribution of Shares to bid for or purchase Shares during
their participation in such distribution. The SEC also has granted an exemption from Rule 101 to permit the
Distributor to publish research during the applicable restricted period on the Trust's website.

Rule 102 of Regulation M prohibits issuers, selling security holders, or any affiliated purchaser of such person
from bidding for, purchasing, or attempting to induce any person to bid for or purchase a covered security
during the applicable restricted period in connection with a distribution of securities effected by or on behalf
of an issuer or selling security holder. Rule 100 of Regulation M defines “distribution” to mean any offering
of securities that is distinguished from ordinary trading transactions by the magnitude of the offering and the
presence of special selling efforts and selling methods. The SEC has granted an exemption from paragraph
(e) of Rule 102 to permit the Trust and affiliated purchasers to redeem Shares during the continuous offering
of the Shares.

Section 11(d)(1) of the Exchange Act; Exchange Act Rule 11d1-2. Section 11(d)(1) of the Exchange Act
generally prohibits a person who is both a broker and a dealer from effecting any transaction in which the
broker-dealer extends credit to a customer on any security which was part of a new issue in the distribution
of which he or she participated as a member of a selling syndicate or group within thirty days prior to such
transaction.

The SEC has taken a no-action position under Section 11(d)(1) of the Exchange Act if broker-dealers (other
than the Distributor) that do not create or redeem Shares but engage in both proprietary and customer
transactions in Shares exclusively in the secondary market extend or maintain or arrange for the extension or
maintenance of credit on Shares in connection with such secondary market transactions.

The SEC has also taken a no-action position under Section 11(d)(1) of the Exchange Act that broker-dealers
(other than the Distributor) may treat Shares of the Trust, for purposes of Rule 11d1-2, as “securities issued
by a registered … open-end investment company as defined in the Investment Company Act” and thereby,
extend credit or maintain or arrange for the extension or maintenance of credit on the Shares that have
been owned by the persons to whom credit is provided for more than 30 days, in reliance on the exemption
contained in the rule.

The SEC has also taken a no-action position under Section 11(d) of the Exchange Act if an Authorized
Participant (“AP”) extends or maintains or arranges for the extension or maintenance of credit on Shares in
reliance on the class exemption granted in the Letter re: Derivative Products Committee of the Securities
Industry Association (“SIA”) (November 21, 2005), provided (1) that the AP does not receive from the Trust,
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directly or indirectly, any payment, compensation or other economic incentive to promote or sell the Shares
to persons outside the Trust, other than non-cash compensation permitted under NASD Rule 2830(I)(5)
(A), (B), or (C); and (2) the AP does not extend, maintain or arrange for the extension or maintenance of
credit to or for a customer on Shares before thirty days from the start of trading in the Shares (except as
otherwise permitted pursuant to Rule 11d1-1). (See letter from Catherine McGuire, Chief Counsel, SEC
Division of Market Regulation, to SIA Derivative Products Committee, dated November 21, 2005, available on
www.sec.gov.)

Due Diligence

Before a member, member organization, allied member or employee thereof recommends a transaction in
the Shares, such person must exercise due diligence to learn the essential facts relative to the customer
pursuant to Exchange Rule 405, and must determine that the recommendation complies with all other
applicable Exchange and Federal rules and regulations. A person making such recommendation should have
a reasonable basis for believing, at the time of making the recommendation, that the customer has sufficient
knowledge and experience in financial matters that he or she may reasonably be expected to be capable of
evaluating the risks and any special characteristics of the recommended transaction, and is financially able to
bear the risks of the recommended transaction.

Trading Halts

The Exchange may consider all relevant factors in exercising its discretion to halt or suspend trading in the
Shares. Trading on the Exchange in the Shares may be halted because of market conditions or for reasons
that, in the view of the Exchange, make trading in the Shares inadvisable. These may include (1) the extent
to which trading is not occurring in Japanese Yen or (2) whether other unusual conditions or circumstances
detrimental to the maintenance of a fair and orderly market are present. In addition, trading in Shares is
subject to trading halts caused by extraordinary market volatility pursuant to Exchange's “circuit breaker”
rule (NYSE Rule 80B). If the value of Japanese Yen updated at least every 15 seconds from a source not
affiliated with the Sponsor, Trust or the Exchange, or the Intraday Indicative Value (“IIV”) per Share updated
every 15 seconds is not being disseminated, the Exchange may halt trading during the day in which the
interruption to such dissemination occurs. If the interruption to the dissemination of the value of the Japanese
Yen or the IIV persists past the trading day in which it occurred, the Exchange will halt trading no later than
the beginning of the trading day following the interruption

Prospectus Delivery

Members are advised to consult the section entitled “Plan of Distribution” in the Trust's prospectuses with
respect to the prospectus-delivery requirements relating to the Shares.

Surveillance

The Exchange's surveillance procedures applicable to equity securities will be used for the Shares.

Questions concerning the matters discussed in this Memorandum may be addressed as follows:

General Questions

Thomas Haines (212) 656-2490 (ETFs and Indexes)

Michael Cavalier (212) 656-2474 (Office of the General Counsel)

Questions on:

Suitability — Steve Kasprzak (212) 656-5226 (Member Firm Regulation)

Exchange Rules — Daniel M. Labovitz (212) 656-2081 (Market Surveillance)

___________________________
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Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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February 13, 2007

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: CORRECTED SPECIALIST STABILIZATION RULES - NYSE RULE 104.10

The purpose of the Information Memorandum is to inform members and member organizations that the text
of NYSE Rule 104.10(5) published on www.nyse.com has been updated to reflect the text of the rule that was
approved by the Securities and Exchange Commission on December 1, 2006. Previously published versions
of the rule erroneously deleted certain language in the rule.

Members and member organizations are advised that they should not rely on versions of Rule 104.10 that
were printed off of the website prior to the publication of this memo. If such versions were printed, they should
be destroyed and replaced with the version of Rule 104.10 that is now available on the NYSE website.

Questions regarding the stabilization rule changes should be directed to:

Clare Saperstein, Principal Rule Counsel, Market Surveillance, (212) 656-2355

Jerome Reda, Director, Market Surveillance, (212) 656-5354

John Saxton, Director, Market Surveillance, (212) 656-2324

Questions may also be directed to OFSU via the White Phone or in person at their booth in the EBR.
Questions that are not time sensitive may also be submitted to Ask Market Surveillance. (For information
about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3, which was issued on
January 3, 2006.)

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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February 12, 2007

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: REDUCTION OF MINIMUM TIME PERIODS AFTER DELAYED OPENINGS, HALTS AND
“EQUIPMENT CHANGEOVERS”

The purpose of this memo is to advise members and member organizations that the Exchange has amended
Rule 123D (Openings and Halts in Trading) to shorten the minimum time period between a specialist's
dissemination of a price indication and the delayed opening or reopening of trading in a security.

Delayed Opening

In connection with a delayed opening, the Rule requires a minimum of three minutes to elapse between the
first indication and the opening of the security. When more than one indication is disseminated, a security
may open one minute after the last indication, provided that a minimum of three minutes have elapsed since
the first indication.

Re-opening of Trading After Halt

The minimum amount of time required to elapse before reopening after a halt in trading has been reduced to
three minutes after the first indication, and to one minute after the last indication, provided that a minimum of
three minutes have elapsed since the first indication.

Re-opening of Trading After “Equipment Changeover”

The minimum time period required to elapse before reopening after an “Equipment Changeover” is reduced to
one minute, however, if during the changeover a significant order imbalance or regulatory condition develops,
then the minimum time period is three minutes.

Questions concerning the amended rule may be addressed to

Deanna Logan, Director, Office of the General Counsel, at 212-656-2389.

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
Booth in the EBR. Questions that are not time sensitive may also be submitted to Ask Market Surveillance.
(For information about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3, which
was issued on January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
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February 1, 2007

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: EARLY OPENING OF STREETTRACK® GOLD SHARES - DATE CHANGED TO FEBRUARY 9,
2007

I. PURPOSE

The purpose of this Information Memo is to advise members and member organizations that the Securities
and Exchange Commission (“SEC”) has approved amendments to NYSE rules to permit the early opening
of trading in streetTRACKS® Gold Shares (“Gold Shares”) at the New York Stock Exchange (“NYSE” or the
“Exchange”). Please note that the start date for the early opening of Gold Shares has been changed. The
early opening is now scheduled to begin on Friday, February 9, 2007.

II. BACKGROUND

Since 2004, the Exchange has offered its customers the ability to trade in Gold Shares, which represent units
of fractional undivided interest in and ownership of the streetTRACKS® Gold Trust (the “Trust”). The Trust
holds gold bullion and the investment objective of the Trust is to reflect the performance price of gold bullion,
less the Trust’s expenses. At the New York Mercantile Exchange, Inc., trading in COMEX® gold futures and
gold options opens at 8:20 a.m.

III. EARLY OPENING FOR GOLD SHARES AT THE EXCHANGE

The Exchange has amended NYSE Rules 1300 and 51 to provide for an 8:20 a.m. opening of Gold Shares
at the Exchange, which is scheduled to begin on Friday, February 9, 2007. These amendments will permit
trading in Gold Shares at the Exchange to start at the same time as trading in other gold-based instruments in
other markets.

Except for the new opening time, trading in Gold Shares remains unchanged and any trades in Gold Shares
between 8:20 a.m. and 9:30 a.m. will print regular way on the tape with no special indicators and will be ITS
eligible. Opening only orders will be eligible for the 8:20 a.m. opening only, and will not trade at 9:30 a.m. The
current assigned specialist will continue as the assigned specialist and the stock will continue to trade at its
current post and panel. All Exchange systems will be operative beginning at 8:00 a.m. and throughout the
trading day, including those systems that provide audit trail information. At the 8:20 a.m. opening, either a
Floor Governor or two Floor Officials will be available. Finally, the Exchange represents that the updated spot
price of gold and the Intraday Indicative Value for Gold Shares will be available at 8:20 a.m. at the Trust’s
website (www.streettrackgoldshares.com).

IV. STAFF CONTACTS

General Questions – Gold Shares:

Lisa Dallmer, Senior Vice President, Exchange Traded Funds, (212) 656-2218

General Questions – Operations and Technology

Eugene Casazza, Director, Floor Operations, (212) 656-2075

Paul Bauccio, Director, Floor Operations, (212) 656-2929

Questions Regarding Regulation:
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John Saxton, Director, Market Surveillance, (212) 656-2324

Barbara Krupinski, Director, Market Surveillance, (212) 656-6767

Patrick Giraldi, Director, On-Floor Surveillance Unit, (212) 656-6804

Questions may also be directed to OFSU via the White Phone or in person at their booth in the EBR.
Questions that are not time-sensitive may also be submitted to Ask Market Surveillance. (For information
about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3, which was issued on
January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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January 30, 2007

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: EARLY OPENING OF STREETTRACK® GOLD SHARES

I. Purpose

The purpose of this Information Memo is to advise members and member organizations that the Securities
and Exchange Commission (“SEC”) has approved amendments to NYSE rules to permit the early opening
of trading in streetTRACKS® Gold Shares (“Gold Shares”) at the New York Stock Exchange (“NYSE” or the
“Exchange”). The early opening of Gold Shares is scheduled to begin on Thursday, February 1, 2007.

II. BACKGROUND

Since 2004, the Exchange has offered its customers the ability to trade in Gold Shares, which represent units
of fractional undivided interest in and ownership of the streetTRACKS® Gold Trust (the “Trust”). The Trust
holds gold bullion and the investment objective of the Trust is to reflect the performance price of gold bullion,
less the Trust’s expenses. At the New York Mercantile Exchange, Inc., trading in COMEX®® gold futures and
gold options opens at 8:20 a.m.

III. EARLY OPENING FOR GOLD SHARES AT THE EXCHANGE

The Exchange has amended NYSE Rules 1300 and 51 to provide for an 8:20 a.m. opening of Gold Shares
at the Exchange, which is scheduled to begin on Thursday, February 1, 2007. These amendments will permit
trading in Gold Shares at the Exchange to start at the same time as trading in other gold-based instruments in
other markets.

Except for the new opening time, trading in Gold Shares remains unchanged and any trades in Gold Shares
between 8:20 a.m. and 9:30 a.m. will print regular way on the tape with no special indicators and will be ITS
eligible. Opening only orders will be eligible for the 8:20 a.m. opening only, and will not trade at 9:30 a.m. The
current assigned specialist will continue as the assigned specialist and the stock will continue to trade at its
current post and panel. All Exchange systems will be operative beginning at 8:00 a.m. and throughout the
trading day, including those systems that provide audit trail information. At the 8:20 a.m. opening, either a
Floor Governor or two Floor Officials will be available. Finally, the Exchange represents that the updated spot
price of gold and the Intraday Indicative Value for Gold Shares will be available at 8:20 a.m. at the Trust’s
website (www.streettrackgoldshares.com).

IV. STAFF CONTACTS

Questions regarding the early opening for Gold Shares should be directed to:

Lisa Dallmer, Senior Vice President, Exchange Traded Funds, (212) 656-2218

Eugene Casazza, Director, Floor Operations, (212) 656-2075

Paul Bauccio, Director, Floor Operations, (212) 656-2929

John Saxton, Director, Market Surveillance, (212) 656-2324

Questions may also be directed to OFSU via the White Phone or in person at their booth in the EBR.
Questions that are not time-sensitive may also be submitted to Ask Market Surveillance. (For information
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about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3, which was issued on
January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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January 29, 2007

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: HYBRID MARKET IMPLEMENTATION - PHASE IV

I. Purpose

Implementation of Phase IV of the NYSE HYBRID MARKET(r) (“Hybrid Market”) will begin on January
25, 2007. Full implementation of Phase IV is expected to be completed prior to final implementation of the
Regulation NMS Trading Phase, which is currently slated for March 5, 2007.

II. Background

On March 22, 2006, the Securities and Exchange Commission (the “SEC”) approved the NYSE's filing to
create the Hybrid Market. The Hybrid Market combines the benefits of specialist and Floor Broker expertise
with the speed, certainty, and anonymity of electronic executions to create a market center offering maximum
choice to customers without eliminating time tested trading processes that have proven immensely successful
in providing stable, liquid, and less volatile markets.

The NYSE has been implementing the Hybrid Market in phases, starting with Phase I beginning in December
2005 and Phase II, beginning in April 2006. Phase III full Hybrid Market trading began on October 6, 2006

on a rolling basis, and was substantially completed for all NYSE-listed stocks 1   on January 24 th, 2007.
Members and member organizations should refer to Information Memos 05-98, 06-14, 06-29, 06-45, 06-61,
and 06-73 for descriptions of Phases I - III of the Hybrid Market Initiative.

III. Hybrid Market Phase IV

Phase IV of the Hybrid Market completes the requirements for Regulation NMS compliance by implementing
new locking and crossing rules. In addition to the new rules, Phase IV will implement two new Reg. NMS
order types: Intermarket Sweep Orders (ISOs) and Reg. NMS (non-shipping) IOC orders.

Phase IV also expands upon the Discretionary e-Quote (d-Quote) functionality that was introduced in Phase
III of the Hybrid Market. In Phase III, d-Quotes could only interact with marketable interest and would only
ship to an away market to facilitate a trade on the NYSE. In Phase IV, Floor brokers will be able to use d-
Quotes to interact with opposite-side quotes (including sweeping) and arriving non-marketable interest. In
addition, d-Quotes on both sides of the market will be able to meet and execute between the quote, and
will able to execute against away market quotes. The changes being implemented are described more fully
below.

A. New and Amended Order Types

1. Reg. NMS (non-shipping) IOC Orders

Phase IV introduces a new IOC (immediate or cancel) order type, the Reg. NMS IOC order. NYSE (shipping)
IOC orders were introduced in Phase III. A Reg. NMS IOC order follows all of the same rules as the NYSE
IOC order, which was introduced during Phase III, except that it will never be routed to an away market. IOC
orders that are not specifically and properly designated as Reg. NMS IOC orders will be treated as NYSE
IOC orders. Reg. NMS IOC orders will be accepted prior to the opening for participation in the Opening trade,
similar to the NYSE IOC. Unlike the NYSE IOC, however, the Reg. NMS IOC will be immediately canceled if it
arrives during a trading halt.
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Like the NYSE IOC, Reg. NMS IOC orders are eligible for immediate automatic execution and sweeping. Any
balance that cannot be executed immediately will be automatically canceled. In addition, a Reg. NMS IOC
order that is not marketable on the NYSE on arrival or that arrives when auto-execution is suspended will be
immediately canceled.

Members and member organizations should note that Reg. NMS IOC orders cannot trade through better
away market quotes. Thus, during a sweep, in the event that an away market is displaying a better bid (offer)
than a sweep price, the Reg. NMS IOC order will trade on the NYSE to the extent that it can without trading
through the away market quote and any balance will be immediately canceled.

2. Intermarket Sweep Orders (ISOs)

Phase IV also implements Intermarket Sweep Orders. Intermarket Sweep Orders are limit orders that will
never be routed and can trade through away markets. ISOs entered on the NYSE will be automatically
executed without regard to the execution price. As a result, the party entering the ISO is responsible for
ensuring the protected quotations in other markets are satisfied contemporaneously with entering the ISO on

the NYSE. 2 

Members and member organizations should note that ISOs which do not meet Direct+ requirements (e.g. an
order in excess of 1,000,000 shares) will be immediately canceled upon arrival in the Display Book.

ISOs are defined as immediate or cancel orders. ISOs will be accepted prior to the Opening for participation
in the Opening trade. ISOs that arrive prior to the Open and do not participate in the Opening will be
immediately canceled prior to the publication of the opening quote. After the opening, if auto-execution
is not available on the side that the ISO would trade against (including during a trading halt), ISOs will be
immediately canceled upon arrival. ISO orders that are marketable at NYSE are eligible for immediate auto-
execution and sweep upon arrival. After completing an automatic sweep, including all trailer trades (e.g. CAP-
DI and/or reserve interest executions), the balance of the ISO will be immediately canceled.

Both d-Quotes and targeted Specialist API messages will be able to trade with ISOs. Note, however, that
Match ITS Specialist API messages will not be accepted for ISOs, and d-Quotes cannot use Match ITS
functionality against ISOs.

Except for the opening trade, Display Book will print to the tape all executions of ISOs and the repeat trades
with the Intermarket Sweep Order condition (“F”).

3. “At the Open” or “At the Open Only” Orders

“At the Open” or “At the Open Only” orders were amended during Phase I of the Hybrid Market such that all
or part of such orders may be executed as part of the opening transaction on another market center if routing
to other market centers is necessary to comply with Reg. NMS. If an NYSE-only opening execution is sought,
an “At the Opening” or “At the Opening Only” order must be designated as a “Reg. NMS-compliant immediate
or cancel” order in the manner directed by the NYSE. Orders designated as such will not be routed to other
markets; if they are unable to trade on the NYSE (e.g. if the NYSE opens the security on a quote rather than
on a trade), they will be canceled immediately and automatically.

B. Expanded d-Quote Functionality

D-Quotes may now use discretion to initiate a trade against an opposite-side quote. After trading with the
quote, if more size exists in the d-Quote, and it has a further discretionary range, the d-Quote may initiate a
sweep (in accordance with d-Quote functionalities). D-Quotes may now use discretion against arriving non-
marketable interest that would be quoted. See Rule 70.20.

D-Quotes on opposite sides of the market with overlapping discretionary ranges can trade with each other at
the price established by the earlier-arriving d-Quote. The d-Quote that arrived last will extend its maximum
discretion and d-Quotes on the opposite side will compete with each other for the best fill.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

498

http://researchhelp.cch.com/License_Agreement.htm


Brokers may specify whether a d-Quote can route to an away market quote without participating in a
subsequent trade at the NYSE. D-Quotes will only route to away market quotes to the extent that they are
required to under Reg. NMS rules.

* * *

IV. Additional Information and Staff Contacts

Additional general information about the Hybrid Market and its features is available at www.nyse.com.
For specifications regarding the Hybrid Market, please refer to http://www.nyse.com/content/
publications/1043269645619.html As additional functionalities are implemented, the Exchange will issue
additional Information Memos.

Questions regarding this Information Memo should be directed as follows:

General Questions - Operations and Technology:

Lou Pastina, Executive Vice President, Market Development (212-656-6821)

General Questions - Rules:

Deanna Logan, Director, Office of the General Counsel (212-656-2389)

Daniel Labovitz, Director, Market Surveillance (212-656-2081)

Douglas Witter, Senior Special Counsel, Market Surveillance (212-656-4875)

Questions Regarding Specialist Rules

Jerome Reda, Director, Market Surveillance (212-656-5354)

Questions Regarding Floor Broker Rules

Rohan Prashad, Director, Market Surveillance (212-656-6772)

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  As of January 24, 2007, certain 10-share unit securities had not been converted to Phase III. An
announcement will be provided when the remaining 43 10-share unit securities are converted to Phase
III.

2  NYSE Rule 15B(T), in effect until final implementation of the Reg. NMS Trading Phase (currently slated
for March 5, 2007), reminds member organizations that they are responsible for ensuring that better
priced quotations in other ITS Participant markets are satisfied contemporaneously with entering an ISO
on the NYSE by entering an ISO or comparable order type in such other markets.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

499

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE15B%28T%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 07-11

Click to open document in a browser

January 24, 2007

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS AND RESEARCH DEPARTMENTS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: CODIFICATION OF INTERPRETATIONS TO RULE 472 (COMMUNICATIONS WITH THE
PUBLIC)

Introduction

On September 27, 2006, the NYSE filed with the Securities Exchange Commission (“SEC” or “Commission”)
for immediate effectiveness amendments to NYSE Rule 472 (“Communications With The Public” or the

“Rule”). 1   This rule filing (the “Filing”) was done in coordination with the National Association of Securities
Dealers (“NASD”), which made substantially similar changes to NASD Rule 2711. The amendments to
Rule 472 codify existing NYSE interpretive guidance contained in previously circulated joint NYSE/NASD
memoranda and make certain non-substantive, technical changes, where necessary, to clarify the rule's
intended meaning. The Filing also codifies Exchange interpretations regarding the definition of “research
report,” the distribution of third-party research reports through soft dollar arrangements and the requirements
regarding the supervisory review and approval of third-party research reports, which were not contained in the
joint memoranda. This Information Memo contains additional NYSE interpretations with respect to research
analyst participation in pitch meetings and restrictions on sales and marketing activity.

As noted above, the amendments to the Rule were filed with the Commission for immediate effectiveness
and, as such, the effective date was the date of filing, September 27, 2006.

Background

Since the 2002 amendments to Rule 472, 2   the NYSE has jointly published with NASD two memoranda
that provide interpretive guidance to member organizations on a number of issues relating to the Rule and

NASD's corresponding Rule 2711. 3   Further, on December 21, 2005, the NYSE and the NASD submitted to
the Commission a joint report on the operation and effectiveness of their respective Rules relating to research

analyst conflicts of interest (the “SRO Report”). 4   Among the recommendations included in the SRO Report
is that certain interpretations set forth in the two joint memoranda be codified as rule text. Accordingly, the
NYSE filed amendments to NYSE Rule 472 consistent with these recommendations and made certain other
changes based on other NYSE interpretations, which are discussed below.

Summary

Definition of “Public Appearance”

Prior to the Filing, NYSE Rule 472.50 defined “public appearance” as any participation in a seminar, forum
(including an interactive electronic forum), radio, television or print media interview, or other public speaking
activity, or the writing of a print media article, in which a research analyst makes a recommendation or offers
an opinion concerning an equity security. First, the Filing amends the definition of “public appearance” to
codify existing interpretive guidance that “conference calls” are included in the definition.
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Second, the amendments codify that a conference call, seminar, forum (including an interactive electronic
forum) or other public speaking activity in which a research analyst makes a recommendation or offers an
opinion concerning an equity security constitutes a “public appearance” only if presented before 15 or more
persons. If a member organization can reasonably ascertain at a public speaking activity before 15 or more
persons that those persons represent fewer than 15 separate investors, then it will not constitute a public
appearance.

Third, the amendments clarify that any conference call, seminar, forum (including an interactive electronic
forum) or other public speaking activity in which a research analyst makes a recommendation or offers
an opinion concerning an equity security before one or more representatives of the media constitutes a
public appearance. This interpretation is consistent with the current definition of “public appearance,” which
expressly includes radio, television and print media interviews because the media are a conduit to the public.

Lastly, the amendments codify that password-protected Webcasts, conference calls and similar events with
15 or more existing customers (either individuals or entities) will not constitute a public appearance, provided
that:

1. the event participants have previously received the most current research report or other
documentation pertaining to the equity security in question that includes the disclosures required by
Rule 472; and

2. the research analyst appearing at the event corrects or updates during the public appearance any
disclosures that are inaccurate, misleading or no longer applicable.

Definition of “Research Report”

The amendments codify exclusions from the definition of “research report” in Rule 472.10(2) for certain
communications.

The amendments exclude the following communications from the definition of “research report”:

(1) reports discussing broad-based indices, such as the Russell 2000 or S&P 500 index;

(2) reports commenting on economic, political or market conditions;

(3) technical analysis concerning the demand and supply for a sector, index or industry based on
trading volume and price;

(4) statistical summaries of multiple companies' financial data, including listings of current ratings;

(5) reports that recommend increasing or decreasing holdings in particular industries or sectors;

(6) notices of ratings or price target changes, provided that the member organization simultaneously
directs the readers of the notice to the most recent research report on the subject company that
includes all current applicable disclosures required by NYSE Rule 472 and that such research report
does not contain materially misleading disclosures, including disclosures that are outdated or no longer
applicable.

Additionally, the amendments codify that the following communications are not included in the definition
of “research report,” even if they include an analysis of an individual security and information reasonably
sufficient upon which to base an investment decision:

(1) any communication distributed to fewer than 15 persons;

(2) periodic reports or other communications prepared for investment company shareholders or
discretionary investment account clients that discuss individual securities in the context of a fund's or

an account's past performance or the basis for previously made discretionary investment decisions; 5  
and

(3) internal communications that are not given to customers.
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Lastly, the amendments to the definition of “research report” codify an interpretation, not contained in the
joint interpretive memoranda, that communications that constitute statutory prospectuses filed as part of a
registration statement are not considered “research reports,” even if they otherwise satisfy the definitional
elements. This exemption recognizes that prospectuses serve different purposes than research reports and,
thus, are subject to a separate comprehensive regulatory scheme.

Definition of “Investment Banking Services”

The amendments add “acting as a member of a selling group in a securities underwriting” to the definition of
“investment banking services” in Rule 472.20.

Definition of “Household Member”

The amendments clarify that the definition of “household member” in NYSE Rule 472.40 does not include an
unrelated person who shares the same residence as a research analyst provided that the research analyst
and unrelated person are financially independent of one another. Thus, for example, an analyst's roommate
or apartment mate, who is financially independent of the analyst, would not be considered a “household
member” for purposes of the restrictions on personal trading and disclosure requirements in NYSE Rule 472.

Definition of “Equity Security”

Prior to the Filing, “equity security” was not defined in NYSE Rule 472. The amendments add “equity security”
as a defined term in paragraph Rule 472.140 and codify that, for purposes of this rule, the term has the

meaning ascribed to it in Section 3(a)(11) 6   of the Securities Exchange Act of 1934.

Disclosure Requirements

NYSE Rule 472(k) sets forth a number of disclosure requirements for research reports and for public
appearances by research analysts. Rule 472(k)(1)(i)g requires member organizations to disclose in research
reports the percentage of all securities recommended by the member organization in each ratings category
and the percentage in each ratings category of all subject companies that are investment banking clients
of the member organization. Rule 472.70 supplements this provision providing that the ratings disclosures
required under (k)(1)(i)g be current as of the end of the most recent calendar quarter (or the second most
recent calendar quarter if the publication date is less than 15 calendar days after the most recent calendar
quarter).

The Filing amends NYSE Rule 472.70 to clarify that the ratings distribution in a research report should reflect
the current distribution of the most recent ratings that the member organization has issued for all subject
companies, within the previous 12 months. Thus, in a ratings distribution, a member organization only has to
include ratings for subject companies for which it has issued a rating within the previous 12-month period.

In addition, the amendments clarify, in NYSE Rule 472(k)(1)(i)h, that a price chart is required only if a
research report contains either a rating or a price target, and the member organization has assigned a rating
or price target to the subject company for at least one year.

The amendments to NYSE Rule 472(k)(1) also explain that a research report must disclose: (1) the meanings
of ratings used in the member organization's ratings system only if the report contains a rating of the subject
company's stock; (2) the member organization's ratings distribution information only if the report contains a
rating; and (3) valuation methods used in determining price targets only if the report contains a price target.

Compendium Reports

NYSE Rule 472(k)(1)(iii)d provides that when a member organization distributes a research report covering
six or more companies, for purposes of the Rule's disclosure requirements, such report may direct the
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reader in a clear manner to the applicable current disclosures in written or electronic format. Further, the
amendments codify the existing NYSE interpretation that an electronic compendium report - a research report
covering six or more subject companies - may include a hyperlink to the required disclosures. A paper-based
compendium report must provide either a toll-free number to call or a postal address to write for the required
disclosures and may also include a web address of the member organization where the disclosures can be
found.

Third-Party Research

The Filing adds new provision (k)(4) (“Third-Party Research Reports”) which codifies Exchange interpretative
guidance regarding the distribution of third-party research reports by member organizations. The
amendments also codify the level of supervisory review and approval required of member organizations that
distribute such reports.

• Third-Party Research Report Disclosures

The amendments codify interpretive guidance from the joint memoranda which provides that when a member
organization distributes or makes available research produced by another member organization, a non-
member organization affiliate (e.g., a foreign broker-dealer or an investment adviser) or an independent third
party, the distributing member organization must disclose the following:

1) the distributing member organization's and its affiliate's ownership of the subject company's
securities;

2) the distributing member organization's and its affiliate's investment banking relationships with the
subject company;

3) the distributing member organization's market making activities in the subject company's securities;
and

4) any other actual, material conflict of interest of the analyst or distributing member organization (the
“third-party disclosures”).

Where a member organization distributes another member organization's research report, the distributing
member organization must include the third-party disclosures only as they pertain to the distributing member
organization's relationship to the subject company, whereas the preparing member organization is subject to
all disclosure requirements under NYSE Rule 472.

• Supervisory Review and Approval of Third-Party Research

New section (k)(4) of Rule 472 also codifies the Exchange standard for supervisory review and approval of
third-party research distributed by a member organization. This interpretation was not included in the joint
memoranda but is based on the pre-Filing requirements of NYSE Rule 472 and its interpretation. Section (k)

(4) supersedes the previous NYSE interpretation for “material externally prepared” in 472/07. 7 

The supervisory requirements of NYSE Rule 472(a)(1) and 472.10 apply to all communications generally
distributed or made available to customers or the public, which includes third-party research reports, pursuant
to the broad definition of “communications” in Rule 472.10. The third-party disclosures and the supervisory
review and approval requirements for third-party research only apply if third-party research is “distributed” by
a member organization. A member organization is not considered to have “distributed” third-party research if
it makes available non-affiliate (independent third-party) research on its website or upon customer request.

Rule 472(k)(4) requires that either a supervisory analyst or a person designated under Rule 342(b)(1) 8  
review third-party research distributed by a member organization to verify that the third-party disclosures, as
they pertain to the distributing member organization, are complete and accurate. The distributing member
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organization is not required to verify the completeness or accuracy of the preparing entity's disclosures when
the preparing firm is an NASD or NYSE member organization.

Additionally, the distributing member organization must review the third-party research to ensure that the
content of the research report is consistent with all applicable standards regarding communications with the
public. This provision requires member organizations to meet the standard in Rule 472(i), which generally
prohibits a member organization from distributing any third-party research that contains any untrue statement

or omission of a material fact or is otherwise false or misleading. 9 

Rule 472(k)(4) also requires that all other content of the third-party research report distributed by a member
organization be approved by a supervisory analyst qualified under NYSE Rule 344. A member organization is
not required to validate the preparing firm's methodologies, analysis or judgment.

• Soft Dollars

The joint NYSE and NASD interpretive memoranda indicate that distribution of independent third-party
research through a soft-dollar arrangement is not encompassed by the disclosure requirements. The
amendments to NYSE Rule 472 supersede this interpretation and provide that the third-party disclosure
requirements do apply when a member organization distributes independent third-party research through a
soft-dollar arrangement, unless another exception is available (e.g., where such research is provided upon
customer request). The applicable disclosure and supervisory requirements apply equally to all third-party
research distributed by a member organization, including soft dollar arrangements. But, as noted above, a
member organization is not considered to have “distributed” such research, and thus the third-party research
requirements will not apply, where non-affiliate (independent third party) research is made available to
customers either upon request or through a member-maintained website, whether it is through a soft-dollar
arrangement or otherwise.

Other Changes

The Exchange is also taking this opportunity to issue certain other interpretive guidance with respect
to restrictions on sales and marketing activity and prohibitions on research analyst participation in pitch

meetings. 10 

Prohibitions on Participation in Pitch Meetings

NYSE Rule 472(b)(5) prohibits research analysts from participating in pitch meetings. This provision is
intended to prevent the use or promise of favorable research as a sales and marketing tool to influence
prospective investment banking clients and to separate research analysts from sales and marketing activities.

NYSE interprets this provision to prohibit member organizations from including in pitch or presentation
materials information regarding a research analyst employed by the firm or their views that suggests, directly
or indirectly, that the member organization may provide favorable research. For example, the Exchange
considers this prohibition to encompass pitch materials that include the industry ranking of an analyst. A
member organization would be permitted to include in pitch materials the name of the research analyst and

the fact of coverage, as long as it does not imply the potential for favorable research. 11 

Restrictions on Sales and Marketing Activity

NYSE Rule 472(b)(6) prohibits research analysts from participating in road shows related to investment
banking services transactions and from engaging in any communications regarding investment banking
services transactions with current or prospective customers in the presence of investment banking personnel
or company management. Investment banking personnel are also prohibited from directing research analysts
to engage in sales or marketing efforts or to engage in any communication with a current or prospective
customer related to investment banking transactions.
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NYSE interprets this provision to permit research analysts to listen to (“listen-only” mode, not identified as
being present), or view a live Webcast of a road show or other widely attended presentation to investors or
the sales force, so long as access is from a remote location (i.e., not at the same address as investment
banking, investors or the sales force). Further, if the road show or other widely attended presentation to
investors or the sales force is conducted at the member organization's offices, research personnel may listen-
in from the same address as investment banking, investors or the sales force, but not in the same room.

Any questions regarding this Information Memo may be directed to William Jannace at 212-656-2274 or Erika
Lazar at 212-656-4591.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Attachments

Exhibit A

Additions are Underscored

Deletions are Bracketed

Rule 472. Communications With The Public

Approval of Communications and Research Reports

(a)(1) Each advertisement, market letter, sales literature or other similar type of communication which is
generally distributed or made available by a [member or ]member organization to customers or the public
must be approved in advance by [a member,] an allied member, supervisory analyst, or qualified person
designated under the provisions of Rule 342(b)(1).

(2) Research reports must be [prepared or] approved, in advance, by a supervisory analyst acceptable
to the Exchange under the provisions of Rule 344. Where a supervisory analyst does not have technical
expertise in a particular product area, the basic analysis contained in such report may be co-approved by a
product specialist designated by the organization. In the event that the member organization has no principal
or employee qualified with the Exchange to approve such material, it must be approved by a qualified
supervisory analyst in another member organization by arrangement between the two member organizations.

Investment Banking, Research Department and Subject Company Relationships and
Communications

(b)(1) Research analysts may not be subject to the supervision, or control, of any employee of the [member's
or] member organization's investment banking department and personnel engaged in investment banking
activities may not have any influence or control over the compensatory evaluation of a research analyst.

(2) Research reports may not be subject to review or approval prior to publication by Investment Banking
personnel or any other employee of the [member or] member organization who is not directly responsible for
investment research (“non-research personnel”) other than Legal or Compliance personnel.

(3) Non-research personnel may review research reports prior to publication only to verify the factual
accuracy of information in the research report or to identify any potential conflicts of interest that may exist,
provided that:
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(i) any written communication concerning the content of research reports between non-research
personnel and Research personnel must be made either through Legal or Compliance personnel or in
a transmission copied to Legal or Compliance personnel; and

(ii) any oral communication concerning the content of research reports between non-research
personnel and Research personnel must be documented and made either with Legal or Compliance
personnel acting as intermediary or in a conversation conducted in the presence of Legal or
Compliance personnel.

(4) A [member or] member organization may not submit a research report to the subject company prior to
publication, except for the review of sections of a draft of the research report solely to verify facts. M[embers
and m]ember organizations may not, under any circumstances, provide the subject company sections of
research reports that include the research summary, the research rating or the price target.

(i) Prior to submitting any sections of the research report to the subject company, the Research
Department must provide a complete draft of the research report to the Legal or Compliance
Department.

(ii) If after submission to the subject company, the Research Department intends to change the
proposed rating or price target, the Research Department must provide written justification to, and
receive prior written authorization from, the Legal or Compliance Department for any change. The
Legal or Compliance Department must retain copies of any drafts and changes thereto of the research
reports provided to the subject company.

(iii) The [member or] member organization may not notify a subject company that a rating will be
changed until after the close of trading in the principal market of the subject company one business day
prior to the announcement of the change.

(5) A research analyst is prohibited from participating in efforts to solicit investment banking business. This
prohibition includes, but is not limited to, participating in meetings to solicit investment banking business
(e.g., “pitch” meetings) of prospective investment banking clients, or having other communications with
companies for the purpose of soliciting investment banking business. This prohibition shall not apply to any
communication between the research analyst, company, and/or non-research personnel, the sole purpose of
which is due diligence.

(6) (i) A research analyst is prohibited from directly or indirectly:

(a) participating in a road show related to an investment banking services transaction; and

(b) engaging in any communication with a current or prospective customer(s) in the presence of
investment banking department personnel or company management about an investment banking
services transaction.

(ii) Investment banking department personnel are prohibited from directly or indirectly:

(a) directing a research analyst to engage in sales or marketing efforts related to an investment
banking services transaction; and

(b) directing a research analyst to engage in any communication with a current or prospective
customer(s) about an investment banking services transaction.

(iii) Research analyst written and oral communications relating to an investment banking services
transaction, with a current or prospective customer(s), or with internal personnel, must be fair, balanced
and not misleading, taking into consideration the overall context in which the communication is made.

Written Procedures
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(c) Each [member and] member organization must establish written procedures reasonably designed to
ensure that [members,] allied members, member organizations and their employees are in compliance with
this Rule (see Rule 351(f) and Rule 472(h)(2) for attestations to the Exchange regarding compliance).

Retention of Communications

(d) Communications with the public prepared or issued by a [member or] member organization must be
retained in accordance with Rule 440 (“Books and Records”). The names of the persons who prepared and
who reviewed and approved the material must be ascertainable from the retained records and the records
retained must be readily available to the Exchange, upon request.

Restrictions on Trading Securities by Associated Persons

(e)(1) No research analyst or household member may purchase or receive an issuer's securities prior to its
initial public offering (e.g., so-called pre-IPO shares), if the issuer is principally engaged in the same types of
business as companies (or in the same industry classification) which the research analyst usually covers in
research reports.

(2) No research analyst or household member may trade in any subject company's securities or derivatives of
such securities that the research analyst follows for a period of thirty (30) calendar days prior to and five (5)
calendar days after the [member's or] member organization's publication of research reports concerning such
security or a change in rating or price target of a subject company's securities.

(3) No research analyst or household member may effect trades in a manner inconsistent with the
research analyst's most current recommendations (i.e., sell securities while maintaining a “buy” or “hold”
recommendation, buy securities while maintaining a “sell” recommendation, or effecting a “short sale” in a
security while maintaining a “buy” or “hold” recommendation on such security).

(4) Listed below are exceptions to the prohibitions contained in paragraphs (1), (2), and (3) (Each exception
granted must be in compliance with policies and procedures adopted by the [member or] member
organization that are reasonably designed to ensure that transactions effected pursuant to these exceptions
do not create a conflict of interest between the professional responsibilities and the personal trading activities
of the research analyst and/or his or her household member.):

(i) transactions by research analysts and/or household members that have been pre-approved in
writing by the Legal or Compliance Department that are made due to an unanticipated significant
change in their personal financial circumstances;

(ii) a [member or] member organization may permit the publication of research reports or permit a
change to the rating or price target on a subject company, regardless of whether a research analyst
and/or household members traded the subject company's securities or derivatives of such securities,
within the thirty (30) calendar day period described in paragraph (e)(2), when the publication of such
research reports, or change in such rating or price target is attributable to some significant news or
events regarding the subject company, provided that the publication of such research reports, or
change in rating or price target on such subject company has been pre-approved in writing by the Legal
or Compliance Department;

(iii) sale transactions by a research analyst, who is new to the [member or] member organization,
and/or his or her household members within thirty (30) calendar days of such research analyst's
employment with the [member or] member organization when such research analyst and/or household
members had previously purchased such security or derivatives of such security prior to the research
analyst's employment with the [member or] member organization;

(iv) sale transactions by a research analyst and/or household member within thirty (30) calendar days
from the date of the [member's or] member organization's publication of research reports or changes
to the rating or price target on a subject company when such research analyst and/or household

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

507

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE472%28h%29%282%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE440/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


members had previously purchased the subject company's securities or derivatives of such securities
prior to initiation of coverage of the subject company by the research analyst;

(v) transactions in accounts not controlled by the research analyst and for investment funds in which a
research analyst or household member has no investment discretion or control, provided the interest of
the research analyst or household member in the assets of the fund does not exceed 1% of the fund's
assets, and the fund does not invest more than 20% of its assets in securities of issuers principally
engaged in the same types of business as companies (or in the same industry classification) which
the research analyst usually covers in research reports. If an investment fund distributes securities in
kind to a research analyst before the issuer's initial public offering, the research analyst must either
divest those securities immediately or refrain from participating in the preparation of research reports
concerning that issuer;

(vi) transactions in a registered diversified investment company as defined under Section 5(b)(1) of the
Investment Company Act of 1940.

(5) No person who supervises research analysts (e.g., Director of Research), a Supervisory Analyst, or a
member of a committee, who has direct influence and/or control with respect to (1) preparing the substance
of research reports, or (2) establishing or changing a rating or price target of a subject company's equity
securities, may effect trades in securities of companies that are the subject of such research reports, or
ratings or price target changes, without the prior approval of the Legal or Compliance personnel of the
[member or] member organization.

(6) M[embers and m]ember organizations must maintain written records for each transaction and the
justification for permitting such transactions for three years following the date the transactions were made
pursuant to the exceptions provided for in Rule 472(e)(4)(i)- (iv), and (5).

Restrictions on [Member's or] Member Organization's Issuance of Research Reports and
Participation in Public Appearances

(f)(1) A [member or ]member organization may not publish or otherwise distribute research reports regarding
an issuer and a research analyst may not recommend or offer an opinion on an issuer's securities in a public
appearance, for which the [member or] member organization acted as manager or co-manager of an initial
public offering within forty (40) calendar days following the offering date.

(2) A [member or ]member organization may not publish or otherwise distribute research reports regarding
an issuer and a research analyst may not recommend or offer an opinion on an issuer's securities in a
public appearance, for which the [member or] member organization acted as manager or co-manager of a
secondary offering within ten (10) calendar days following the offering date. This prohibition shall not apply
to public appearances or research reports published or otherwise distributed under Securities Act Rule 139
regarding issuers whose securities are actively traded, as defined in Securities Exchange Act Rule 101(c)(1)
of Regulation M.

(3) No [member or] member organization that has agreed to participate or is participating as an underwriter
or dealer (other than as manager or co-manager) of an issuer's initial public offering may publish or otherwise
distribute a research report regarding that issuer and a research analyst may not recommend or offer an
opinion on that issuer's securities in a public appearance for twenty-five (25) calendar days following the
offering date.

(4) No [member or] member organization which has acted as a manager or co-manager of a securities
offering may publish or otherwise distribute a research report and a research analyst may not recommend
or offer an opinion on an issuer's securities in a public appearance within fifteen (15) days prior to or after
the expiration, waiver or termination of a lock-up agreement or any other agreement that the [member or]
member organization has entered into with a subject company and its shareholders that restricts or prohibits
the sale of the subject company's or its shareholders' securities after the completion of a securities offering.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

508

http://prod.resource.cch.com/resource/scion/citation/pit/ACT40IC%7B%23%23plus%23%23%7D5%28b%29%281%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT40IC%7B%23%23plus%23%23%7D5%28b%29%281%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE472%28e%29%284%29%28i%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE472%28e%29%284%29%28iv%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE472%28e%29%285%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


This prohibition shall not apply to public appearances or research reports published or otherwise distributed
under Securities Act Rule 139 regarding issuers whose securities are actively traded, as defined in Securities
Exchange Act Rule 101(c)(1) of Regulation M.

(5) A [member or] member organization may permit exceptions to the prohibitions in paragraphs (f)(1), (2),
and (4) (consistent with other securities laws and rules) for research reports that are published or otherwise
distributed or recommendations or opinions on an issuer's securities made in a public appearance due to
significant news or events, provided that such research reports are pre-approved in writing by the [member's
or] member organization's Legal or Compliance personnel.

(6) If a [member or] member organization intends to terminate its research coverage of a subject company,
notice of this termination must be made. The [member or] member organization must make available
a final research report on the subject company using the means of dissemination equivalent to those it
ordinarily uses to provide the customer with its research reports on the subject company. The report must be
comparable in scope and detail to prior research reports and must include a final recommendation or rating,
unless it is impracticable for the [member or] member organization to produce a comparable report (e.g.,
if the research analyst covering the subject company or sector has the left the employ of the [member or]
member organization, or where the [member or] member organization terminates coverage on the industry
or sector). In instances where it is impracticable for the [member or] member organization to provide a final
recommendation or rating, the [member or] member organization must provide the rationale for the decision
to terminate coverage.

Prohibition of Offering Favorable Research for Business

(g)(1) No [member or] member organization may directly or indirectly offer a favorable research rating or
specific price target, or offer to change a rating or price target, to a subject company as consideration or
inducement for the receipt of business or for compensation.

(2) No [member or] member organization and no employee of a [member or] member organization who
is involved with the [member's or] member organization's investment banking activities may, directly or
indirectly, retaliate against or threaten to retaliate against any research analyst employed by the [member or]
member organization or its affiliates as a result of an adverse, negative, or otherwise unfavorable research
report written or public appearance made by the research analyst that may adversely affect the [member's or]
member organization's present or prospective investment banking relationship with the subject company of a
research report. This prohibition shall not limit a [member's or] member organization's authority to discipline
or terminate a research analyst, in accordance with the [member's or] member organization's policies and
procedures, for any cause other than the writing of such an unfavorable research report or the making of such
unfavorable public appearance.

Restrictions on Compensation to Research Analysts

(h)(1) No [member or] member organization may compensate a research analyst for specific investment
banking services transactions. A research analyst may not receive an incentive or bonus that is based on
a specific investment banking services transaction. However, a [member or] member organization is not
prohibited from compensating a research analyst based upon such [member's or] member organization's
overall performance (see Rule 472(k)(1)(ii)a.2. for disclosure of such compensation).

(2) The compensation of a research analyst primarily responsible for the preparation of the substance of a
research report must be reviewed and approved at least annually by a committee which reports to the Board
of Directors or, where the [member or] member organization has no Board of Directors, to a senior executive
officer of the [member or] member organization. Such committee may not include representatives from the
[member's or] member organization's Investment Banking Department. The committee must, among other
things, consider the following factors, if applicable, when reviewing such research analyst's compensation:
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i. The research analyst's individual performance, (e.g., productivity, and quality of research product);

ii. The correlation between the research analyst's recommendations and stock price performance;

iii. The overall ratings received from clients, sales force, and peers independent of the Investment
Banking Department, and other independent rating services.

The committee may not consider as a factor in reviewing and approving such research analyst's
compensation, his or her contributions to the [member's or] member organization's investment banking
business.

The committee must document the basis upon which such research analyst's compensation was established.
The annual attestation required by Rule 351(f) must certify that the committee reviewed and approved the
compensation for each research analyst primarily responsible for the preparation of the substance of a
research report and has documented the basis upon which such compensation was established.

General Standards for All Communications

(i) No [member or] member organization shall utilize any communication which contains (i) any untrue
statement or omission of a material fact or is otherwise false or misleading; or (ii) promises of specific results,
exaggerated or unwarranted claims; or (iii) opinions for which there is no reasonable basis; or (iv) projections
or forecasts of future events which are not clearly labeled as forecasts.

Specific Standards for Communications

(j)(1) Recommendations

A recommendation (even though not labeled as a recommendation) must have a basis which can be
substantiated as reasonable.

When recommending the purchase, sale or switch of specific securities, supporting information must be
provided or offered.

The market price at the time the recommendation is made must be indicated.

(2) Records of Past Performance

Communications may feature record or statistics which portray the performance of past recommendations or
of actual transactions of the member organization provided that the following conditions are met:

(i) The portrayal is balanced and consists of records or statistics that are confined to a specific
“universe” that can be fully isolated and circumscribed and that covers at least the most recent 12-
month period.

(ii) The communications include the date and price of each initial recommendation or transaction and
the date and price of the recommendation or transaction at the end of the period or when liquidation
was suggested or effected, whichever was earlier. Communications may also present summarized
or averaged records of statistics or otherwise offer the complete record rather than provide it. This
material must include the total number of items recommended or transacted, the number that advanced
and declined and an offer to provide the complete record upon request.

(iii) The communications disclose the existence of all relevant costs, including commissions and
interest charges or other applicable expenses and, whenever annualized rates of return are used, all
material assumptions used in the process of annualization.

(iv) An indication is provided of the general market conditions during the period covered, and any
comparison made between such records and statistics and an overall market (e.g., comparison to an
index) is valid.
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(v) The communications state that the results presented should not and cannot be viewed as an
indicator of future performance.

(vi) All the original recommendations or evidence of actual transactions on which the record is based
are retained for three years by the organization and made available to the Exchange on request.

(3) Projections and Predictions

Any projection or prediction must contain the bases or assumptions upon which they are made and must
indicate that the bases or assumptions of the materials upon which such projections and predictions are
made are available upon request.

(4) Comparisons

Any comparison of one member organization's service, personnel, facilities or charges with those of other
firms must be factually supportable.

(5) Dating Reports

All communications must be appropriately dated. Any significant information that is not reasonably current
(usually more than 6 months old—depending upon the industry and circumstances) must be noted.

(6) Identification of Sources

Communications not prepared under the direct supervision of the member organization or its correspondent
member organization should show the person (by name and appropriate title) or outside organization which
prepared the material.

In distributing communications prepared under the direct supervision of a correspondent member
organization, the distributing firm should mention this fact, although it may not be necessary to identify the
correspondent by name.

Communications about a corporate issuer which are distributed by a member organization but have been
prepared and published by the issuer or for the issuer by a party other than the member organization should
clearly identify the preparer and publisher.

(7) Testimonials

In testimonials concerning the quality of a firm's investment advice, the following points must be clearly stated
in the communication:

(i) The testimonial may not be representative of the experience of other clients.

(ii) The testimonial is not indicative of future performance or success.

(iii) If more than a nominal sum is paid, the fact that it is a paid testimonial must be indicated.

(iv) If the testimonial concerns a technical aspect of investing, the person making the testimonial must
have knowledge and experience to form a valid opinion.

Disclosure

(k)(1) Disclosures Required in Research Reports

Disclosure of [Member's,] Member Organization's[,] and Research Analyst's Ownership of
Securities, Receipt of Compensation, and Subject Company Relationships
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The front page of a research report either must include the disclosures required under this Rule or must refer
the reader to the page(s) on which each such disclosure is found. Disclosures, and references to disclosures,
must be clear, comprehensive, and prominent.

(i) A [member or] member organization must disclose in research reports:

a. if the [member or] member organization or its affiliates:

1. has managed or co-managed a public offering of securities for the subject company in the past
twelve (12) months;

2. has received compensation for investment banking services from the subject company in the past
twelve (12) months; or

3. expects to receive or intends to seek compensation for investment banking services from the subject
company in the next three (3) months.

b. if the [member or] member organization is making a market in the subject company's securities at the time
the research report is issued;

c. if, as of the last day of the month immediately preceding the date the publication (or the end of the second
most recent month if the publication is less than ten (10) calendar days after the end of the most recent
month), the [member or] member organization or its affiliates beneficially own 1% or more of any class of
common equity securities of the subject company. The [member or] member organization must make the
required beneficial ownership computation no later than ten (10) calendar days after the end of the prior
month. Computation of beneficial ownership of securities must be based upon the same standards used
to compute ownership for purposes of the reporting requirements under Section 13(d) of the Securities
Exchange Act of 1934;

d. if, as of the last day of the month immediately preceding the date of publication of the research report (or
the end of the second most recent month if the publication date is less than thirty (30) calendar days after the
end of the most recent month):

1. the subject company currently is a client of the [member or] member organization or was a client
of the [member or] member organization during the twelve (12)-month period preceding the date of
distribution of the research report (In such instances, the [member or] member organization also must
disclose the types of services provided to the subject company. For purposes of this paragraph, the
types of services provided to the subject company may be described as investment banking services,
non-investment banking-securities related services, and non-securities services.);

2. the [member or] member organization received any compensation for products or services other
than for investment banking services from the subject company in the past twelve (12) months.

e. if a research report contains a price target, the valuation methods used, and any price objectives must
have a reasonable basis and include a discussion of risks;

f. if a research report contains a rating, the meanings of all ratings used by the [member or] member
organization in its ratings system (For example, a [member or] member organization might disclose that a
“strong buy” rating means that the rated security's price is expected to appreciate at least 10% faster than
other securities in its sector over the next twelve (12)-month period. Definitions of ratings terms also must be
consistent with their plain meaning. Therefore, for example, a “hold” rating should not mean or imply that an
investor should sell a security.);

g. if a research report contains a rating, the percentage of all securities that the [member or] member
organization recommends an investor “buy,” “hold,” or “sell.” Within each of the three (3) categories,
a [member or] member organization must also disclose the percentage of subject companies that are
investment banking services clients of the [member or] member organization within the previous twelve (12)
months (see Rule 472.70 for further information);
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h. if a research report contains either a rating or a price target, and the member organization has assigned
a rating or price target to the subject company for at least one (1) year, the research report must include a
chart that depicts the price of the subject company's stock over time and indicates points at which a [member
or] member organization assigned or changed a rating or price target. This provision would apply only to
securities that have been assigned a rating or price target for at least one (1) year, and need not extend
more than three (3) years prior to the date of the research report. The information in the price chart must be
current as of the end of the most recent calendar quarter (or the second most recent calendar quarter if the
publication date is less than fifteen (15) calendar days after the most recent calendar quarter).

(ii) A [member or] member organization must include the following disclosures in research reports:

a. if a research analyst received any compensation:

1. from the subject company in the past twelve (12) months;

2. that is based upon (among other factors) the [member's or] member organization's overall
investment banking revenues.

b. if, to the extent the research analyst or an employee of the [member or] member organization with the
ability to influence the substance of a research report, knows:

1. the subject company currently is a client of the [member or] member organization or was a client
of the [member or] member organization during the twelve (12)-month period preceding the date of
distribution of the research report. In such instances, such [member or] member organization also
must disclose the types of services provided to the subject company (For purposes of paragraph (k)
(1) of this Rule, the types of services provided to the subject company may be described as investment
banking services, non-investment banking-securities related services, and non-securities services.).
(For purpose of paragraph (k)(1) of this Rule, an employee of a [member or] member organization with
the ability to influence the substance of the research report is an employee who, in the ordinary course
of that person's duties, has the authority to review the particular research report and to change that
research report prior to publication.);

2. that the [member,] member organization or any affiliate thereof, received any compensation for
products or services other than investment banking services from the subject company in the past
twelve (12) months.

(iii) A research analyst and a [member or] member organization must disclose in research reports:

a. if, to the extent the research analyst or [member or] member organization has reason to know, an affiliate
of the [member or] member organization received any compensation for products or services other than
investment banking services from the subject company in the past twelve (12) months;

1. This requirement will be deemed satisfied if such compensation is disclosed in research reports
within thirty (30) days after completion of the most recent calendar quarter, provided that the [member
or] member organization has taken steps reasonably designed to identify such compensation during
that calendar quarter.

2. The [member or] member organization and the research analyst will be presumed not to have
reason to know whether an affiliate received compensation for other than investment banking services
from the subject company in the past twelve (12) months if the [member or] member organization
maintains and enforces policies and procedures reasonably designed to prevent all research analysts
and employees of the [member or] member organization with the ability to influence the substance of
research reports from, directly or indirectly, receiving information from the affiliate concerning such
compensation.

3. Paragraph 472(k)(1)(iii)a. shall not apply to any subject company as to which the [member or]
member organization initiated coverage since the beginning of the current calendar quarter.
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b. if the research analyst or a household member has a financial interest in the securities of the subject
company, and the nature of the financial interest, including, without limitation, whether it consists of any
option, right, warrant, futures contract, long or short position;

c. if the research analyst or a household member is an officer, director, or advisory board member of the
subject company;

d. any other actual, material conflict of interest of the research analyst[, or member] or member organization,
of which the research analyst knows, or has reason to know, at the time the research report is published or
otherwise distributed.

When a [member or] member organization publishes or otherwise distributes a research report covering
six (6) or more subject companies (a “compendium report”) for purposes of the disclosures required in
paragraph (k)(1) of this Rule, [such research] the compendium report may direct the reader in a clear and
prominent manner as to where the reader may obtain applicable current disclosures[ in written or electronic
format]. Electronic compendium reports may include a hyperlink to the required disclosures. Paper-based
compendium reports must provide either a toll-free number to call or a postal address to write for the required
disclosures and may also include a web address of the member organization where the disclosures can be
found.

(k)(2) Disclosures Required in Public Appearances

Disclosure of [Member's,] Member Organization's[,] and Research Analyst's Ownership of
Securities, Receipt of Compensation, and Subject Company Relationships

(i) A research analyst must disclose in public appearances:

a. if, as of the last day of the month before the appearance (or the end of the second most recent month if
the appearance is less than ten (10) calendar days after the end of the most recent month), the [member or]
member organization or its affiliates beneficially own 1% or more of any class of common equity securities of
the subject company. The [member or] member organization must make the required beneficial ownership
computation no later than ten (10) calendar days after the end of the prior month. Computation of beneficial
ownership of securities must be based upon the same standards used to compute ownership for purposes of
the reporting requirements under Section 13(d) of the Securities Exchange Act of 1934;

b. if the research analyst or a household member has a financial interest in the securities of the subject
company, and the nature of the financial interest, including, without limitation, whether it consists of any
option, right, warrant, futures contract, long or short position;

c. if, to the extent the research analyst knows or has reason to know:

1. the subject company currently is a client of the [member or] member organization or was a client of
the [member or] member organization during the twelve (12)-month period preceding the date of the
public appearance by the research analyst. In such instances, the research analyst also must disclose
the types of services provided to the subject company (For purposes of this paragraph, the types of
services provided to the subject company may be described as investment banking services, non-
investment banking-securities related services, and non-securities services.);

2. the [member or] member organization or any affiliate thereof, received any compensation from the
subject company in the past twelve (12) months.

d. any other actual, material conflict of interest of the research analyst, [or member] or member organization,
of which the research analyst knows, or has reason to know, at the time the public appearance is made;

e. if the research analyst or a household member is an officer, director, or advisory board member of the
subject company;
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f. if the research analyst received any compensation from the subject company in the past twelve (12)
months.

(k)(3) Exceptions to the Required Disclosures

(i) A [member or] member organization or a research analyst will not be required to make a disclosure
required by Rule 472(k)(l)(i)a.2. and 3., (k)(1)(i)d.1., (k)(1)(ii)b.1., and (k)(2)(i)c. to the extent such disclosure
would reveal material non-public information regarding specific potential future investment banking services
transactions of the subject company.

(k)(4) Third-Party Research Reports

(i) Subject to paragraph (k)(4)(ii), if a member organization distributes or makes available research reports
produced by another member organization, a non-member organization affiliate of a member organization,
such as a foreign or domestic broker-dealer or investment adviser, or an independent third party, the member
organization must accompany the research report with the applicable disclosures, as they pertain to the
member organization, that are required by paragraphs (k)(1)(i)c, (k)(1)(i)a, (k)(1)(i)b and (k)(1)(iii)d of this
Rule.

a. A supervisory analyst qualified under NYSE Rule 344 must approve, pursuant to Rule 472(a)(2), by
signature or initial any third-party research distributed by a member organization; and

b. A supervisory analyst or qualified person designated pursuant to Rule 342(b)(1) (e.g., a person who has
taken and passed the Series 9/10, or another examination acceptable to the Exchange which demonstrates
competency relevant to assigned responsibilities, including the Series 24 if taken and passed after July
1, 2001) must review third-party research distributed by a member organization to determine that the
disclosures required by Rule 472(k)(1)(i)c, (k)(1)(i)a, (k)(1)(i)b and (k)(1)(iii)d are complete and accurate, and
that the content of the research report is consistent with all applicable standards regarding communications
with the public.

(ii) The requirements in paragraph (k)(4)(i) shall not apply to research reports prepared by an independent
third party that the member organization makes available to its customers either upon request or through a
member organization-maintained website.

Other Communications Activities

(l) Other communications activities are deemed to include, but are not limited to, conducting interviews with
the media, writing books, conducting seminars or lecture courses, writing newspaper or magazine articles, or
making radio/TV appearances.

M[embers and m]ember organizations must establish specific written supervisory procedures applicable to
[members,] allied members and employees who engage in these types of communications activities. These
procedures must include provisions that require prior approval of such activity by a person designated under
the provisions of Rule 342(b)(1). These types of activities are subject to the general standards set forth in
paragraph (i). In addition, any activity which includes discussion of specific securities is subject to the specific
standards in paragraph (j).

Small Firm Exception

(m) The provisions of Rule 472(b)(1), (2) and (3) do not apply to [members and] member organizations that
over the three previous years, on average per year, have participated in ten (10) or fewer investment banking
services transactions as manager or co-manager and generated $5 million or less in gross investment
banking services revenues from those transactions. For purposes of this paragraph, the term “investment
banking services transactions” shall include both debt and equity underwritings but not municipal securities
underwritings. M[embers and m]ember organizations that qualify for this exemption must maintain records for
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three (3) years of any communications that, but for this exemption, would be subject to paragraphs (b)(1), (2),
and (3) of this Rule.

• • • Supplementary Material: 

.10 Definitions

(1) Communication—The term “Communication” is deemed to include, but is not limited to
advertisements, market letters, research reports, sales literature, electronic communications,
communications in and with the press and wires and memoranda to branch offices or correspondent
firms which are shown or distributed to customers or the public.

(2) Research Report—“Research report” is generally defined as a written or electronic communication
which includes an analysis of equity securities of individual companies or industries, and provides
information reasonably sufficient upon which to base an investment decision. This term does not
include:

(a) communications, that are limited to the following:

(1) reports discussing broad-based indices, e.g. the Russell 2000 or S&P 500 index;

(2) reports commenting on economic, political or market conditions;

(3) technical analysis concerning the demand and supply for a sector, index or industry based on
trading volume and price;

(4) statistical summaries of multiple companies' financial data (including listings of current ratings);

(5) reports that recommend increasing or decreasing holdings in particular industries or sectors; or

(6) notices of ratings or price target changes, provided that the member organization simultaneously
directs the readers of the notice as to where to obtain the most recent research report on the subject
company that includes the current applicable disclosures required by this rule and that such research
report does not contain materially misleading disclosures, including disclosures that are outdated or no
longer applicable;

(b) the following communications, even if they include an analysis of an individual security and information
reasonably sufficient upon which to base an investment decision:

(1) any communication distributed to fewer than 15 persons;

(2) periodic reports, solicitations or other communications prepared for investment company
shareholders or discretionary investment account clients that discuss individual securities in the context
of a fund's or account's past performance or the basis for previously made discretionary investment
decisions; or

(3) internal communications that are not given to current or prospective customers; and

(c) communications that constitute statutory prospectuses that are filed as part of the registration statement.

For purposes of approval by a supervisory analyst pursuant to Rule 472(a)(2), the term research
report includes, but is not limited to, a report which recommends equity securities, derivatives of such
securities, including options, debt and other types of fixed income securities, single stock futures
products, and other investment vehicles subject to market risk.

(3) Advertisement—“Advertisement” is defined to include, but is not limited to, any sales
communications that is published, or designed for use in any print, electronic or other public media
such as newspapers, periodicals, magazines, radio, television, telephone recording, web sites, motion
pictures, audio or video device, telecommunications device, billboards or signs.

(4) Market letters—“Market letters” are defined as, but are not limited to, any written comments on
market conditions, individual securities, or other investment vehicles that are not defined as research
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reports. They also may include “follow-ups” to research reports and articles prepared by [members or]
member organizations which appear in newspapers and periodicals.

(5) Sales literature—“Sales literature” is defined as, but is not limited to, written or electronic
communications including, but not limited to, telemarketing scripts, performance reports or summaries,
form letters, seminar texts, and press releases discussing or promoting the products, services, and
facilities offered by a [member or] member organization, the role of investment in an individual's overall
financial plan, other material calling attention to any other communication.

.20 For purposes of this Rule, “investment banking services” includes, without limitation, acting as an
underwriter in an offering for the issuer; acting as a financial adviser in a merger or acquisition; providing
venture capital, equity lines of credit, PIPEs (private investment, public equity transaction s), or similar
investments; [or] serving as placement agent for the issuer[.] ; or acting as a member of a selling group in a
securities underwriting.

.30 For purposes of this Rule, the term “Investment Banking Department” means any department or division
of the [member or] member organization, whether or not identified as such, that performs any investment
banking services on behalf of the [member or] member organization.

.40 For purposes of this Rule, the term “research analyst” includes an[a member,] allied member, associated
person or employee of a [member or] member organization primarily responsible for, and any person who
reports directly or indirectly to such research analyst in connection with, the preparation of the substance of a
research report whether or not any such person has the job title of “research analyst”.

For purposes of this Rule, the term “household member” means any individual whose principal residence is
the same as the research analyst's principal residence. This term does not include an unrelated person who
shares the same residence as a research analyst, provided that the research analyst and unrelated person
are financially independent of one another. Paragraphs (e)(1), (2), (3), (4)(i), (ii), (iii), (iv) and (v), (k)(1)(iii)b.,
c., and (k)(2)(i)b. and e. apply to any account in which a research analyst has a financial interest, or over
which the research analyst exercises discretion or control, other than an investment company registered
under the Investment Company Act of 1940. The trading restrictions applicable to research analysts and
household members (i.e., paragraphs (e)(1), (2), (3), (4)(i), (ii), (iii), (iv) and (v) ); do not apply to a “blind
trust” account that is controlled by a person other than the research analyst or research analyst's household
member where neither the research analyst nor household member knows of the account's investments or
investment transactions.

.50 For purposes of this Rule, the term “public appearance” includes, without limitation, participation by a
research analyst in a conference call, seminar, forum (including an interactive electronic forum) or other
public speaking activity before fifteen (15) or more persons or before one or more representatives of the
media, radio, television or print media interview, [or public speaking activity,] or the writing of a print media
article in which such research analyst makes a recommendation or offers an opinion concerning any equity
securities. This term does not include a password protected Webcast, conference call or similar event with
fifteen (15) or more existing customers, provided that all of the event participants previously received the most
current research report or other documentation that contains the required applicable disclosures, and that the
research analyst appearing at the event corrects and updates during the public appearance any disclosures
in the research report that are inaccurate, misleading or no longer applicable.

.60 For purposes of this Rule, “subject company” is the company whose equity securities are the subject of a
research report or a public appearance.

.70 For purposes of Rule 472(k)(1)(i)[(h)] g, a [member or] member organization must determine, based on
its own ratings system, into which of the three (3) categories each of their securities ratings utilized falls. This
information must be current as of the end of the most recent calendar quarter (or the second most recent
calendar quarter if the publication date is less than fifteen (15) calendar days after the most recent calendar
quarter) and must reflect the distribution of the most recent ratings that the member organization has issued
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for all subject companies, within the previous twelve (12) months. For example, a research report might
disclose that the [member or] member organization has assigned a “buy” rating to 58% of the securities that it
follows, a “hold” rating to 15%, and a “sell” rating to 27%.

Rule 472(k)(1)(i)[h.] g requires [members or] member organizations to disclose the percentage of companies
that are investment banking services clients for each of the three (3) ratings categories within the previous
twelve (12) months. For example, if twenty (20) of the twenty-five (25) companies to which a [member or]
member organization has assigned a “buy” rating are investment banking clients of the [member or] member
organization, the [member or] member organization would have to disclose that 80% of the companies that
received a “buy” rating are its investment banking clients. Such disclosure must be made for the “buy,” “hold”
and “sell” ratings categories as appropriate.

.80 For purposes of this Rule, the term “Legal or Compliance Department” also includes, but is not limited to,
any department of the [member or] member organization which performs a similar function.

.90 For purposes of Rule 472(a)(1), a qualified person is one who has passed an examination acceptable to
the Exchange.

.100 For purposes of this Rule, the term “initial public offering” refers to the initial registered equity security
offering by an issuer, regardless of whether such issuer is subject to the reporting requirements of Section
13 or 15(d) of the Securities Exchange Act of 1934, prior to the time of the filing of such issuer's registration
statement.

.110 For purposes of this Rule, a secondary offering shall include a registered follow-on offering by an issuer
or a registered offering by persons other than the issuer involving the distribution of securities subject to
Regulation M of the Securities Exchange Act of 1934.

.120 For purposes of this Rule, the term “offering date” refers to the later of the effective date of the
registration statement or the first date on which the security was bona fide offered to the public.

.130 For purposes of this Rule, the term associated person is defined as a natural person engaged in
investment banking, or a securities or kindred business, who is directly or indirectly controlling or controlled by
a [member or] member organization, whether or not any such person is registered, applying for registration or
exempt from registration with the NYSE.

.140 For the purpose of this Rule, the term “equity security” has the same meaning as defined in Section 3(a)
(11) of the Securities Exchange Act of 1934.

****

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release No. 54616 (October 17, 2006), 71 FR 62331 (October 24, 2006)
(order approving SR-NYSE-2006-77 and SR-NASD-2006-112).

2  See Securities Exchange Act Release No. 45908 (May 10, 2002), 67 FR 34968 (May 16, 2002) (order
approving SR-NYSE-2002-09).

3  See NYSE Information Memo 02-26 (June 26, 2002) and NYSE Information Memo 04-10 (March 9,
2004).

4  Joint Report by NASD and the NYSE on the Operation and Effectiveness of the Research Analyst
Conflict of Interest Rules, December 2005, available at, http://www.nyse.com/pdfs/rajointreport.pdf.
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5  Thus, for example, a manager's discussion of fund performance in a mutual fund shareholder report
would not constitute a research report.

6  15 U.S.C. 78c(a)(11).
7  The 472/07 interpretation pre-dates the SRO Research Analyst Conflict of Interest rule amendments.

Subsequent to the approval of the SRO amendments, the Exchange conditioned regulatory relief,
pursuant to 472/07, predicated on the inclusion of prescribed disclosures on third-party research reports,
as required by Information Memos 02-26 and 04-10. In this regard, the inclusion of these third-party
disclosures implied review of such reports by the distributing member organization. This standard for
approval and review was codified in the Filing.

8  E.g., a person who has taken and passed the Series 9/10, or another examination acceptable to the
NYSE which demonstrates competency relevant to assigned responsibilities, including the Series 24 if
taken and passed after July 1, 2001.

9  See also, NYSE Interpretation 472/08 which provides that, "All member organization communications
are subject to the general standards set forth in Rule 472(i). The general standards prohibit the use of
untruthful, misleading or inaccurate statements in any form of communication with the customers or the
public, whether written or oral…"

10  In the SRO Report, the NYSE expressed that these interpretations would likely be adopted and
announced in a later Information Memo.

11  Member organizations must consider whether the facts and circumstances of any solicitation or
engagement would warrant disclosure under Section 17(b) of the Securities Act of 1933.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

519

http://prod.resource.cch.com/resource/scion/citation/pit/02-26/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/04-10/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE472%28i%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT33%7B%23%23plus%23%23%7D17%28b%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 07-10

Click to open document in a browser

January 24, 2007

   ATTENTION: CHIEF EXECUTIVE OFFICER AND MANAGING PARTNER, CHIEF FINANCIAL OFFICER,
CHIEF OPERATIONS OFFICE, AND CHIEF COMPLIANCE OFFICER

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: MORATORIUM ON QUALIFICATION AND REGISTRATION OF NEW COMPETITIVE TRADERS
(“CTs”) AND REGISTERED COMPETITIVE MARKET MAKERS (“RCMMs”)

The New York Stock Exchange has extended the moratorium on the qualification and registration of new CTs

and RCMMs for an additional six months, until on or about June 29, 2007. 1   The extension will allow the
Exchange to include in its review of RCMMs and CTs the impact of the NYSE HYBRID MARKET (“Hybrid
Market”). Phase IV of the Hybrid Market will be introduced this year and the new data that this phase
will provide, along with the data provided in Phases I-III of the Hybrid Market, will be instrumental in the
Exchange's evaluation. The review is currently estimated to be completed on or about June 29, 2007. Info
Memo 05-89, dated November 23, 2005, and attached, discussed the implementation of the moratorium.

Further, please be aware that on February 24, 2006, the Exchange modified the moratorium to give RCMM
firms the ability to replace an existing RCMM who relinquishes his or her registration and ceases to conduct

business as an RCMM, with a newly qualified and registered RCMM. 2   The moratorium does not restrict
any RCMM from joining any RCMM firm or becoming or remaining an independent RCMM. Neither does the
moratorium restrict any RCMM firm from hiring any existing RCMMs.

Questions concerning this memorandum may be addressed to:

James G. Buckley, Vice President, Market Surveillance, at 212-656-2534, or Clare F. Saperstein, Principal
Rule Counsel, Market Surveillance, at 212-656-2355

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Attachments

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release No. 54985 (Dec. 21, 2006), 72 FR 171 (Jan. 3, 2007)
(SRNYSE-2006-113).

2  See Securities Exchange Act Release No. 53549 (March 24, 2006), 71 FR 16388 (March 31, 2006) (SR-
NYSE-2006-11).
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 07-09
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January 23, 2007

   ATTENTION: CHIEF EXECUTIVE OFFICER, CHIEF FINANCIAL OFFICER, MANAGING PARTNERS,
LEGAL AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: SUBMISSION OF RULE 342.30 PROCESS REPORT

The Securities and Exchange Commission has approved 1   amendments to NYSE Rule 342.30 (“Annual
Report and Certification” or the “Rule”) to codify that the report required by Rule 342.30(e)(iii) (herein referred
to as the “process report”) must be submitted to the member organization's board of directors and audit
committee (if such committee exists) on or before April 1 st of each year. The amendments harmonize Rule
342.30 requirements with those of NYSE Rule 354 (“Reports to Control Persons”).

Background

Rule 342.30

Rule 342.30 requires each member organization to file with the Exchange, by April 1 st of each year, a report
(the “Annual Report”) outlining its supervision and compliance efforts in prescribed regulatory areas during
the preceding year and assessing the adequacy of its ongoing compliance processes and procedures.
The Annual Report submitted to the Exchange is also required to include, pursuant to Rule 342.30(e), a
certification signed by the CEO of each member organization confirming that the member organization has in
place processes to:

(A) establish and maintain policies and procedures reasonably designed to achieve compliance with
applicable Exchange rules and federal securities laws and regulations;

(B) modify such policies and procedures as business, regulatory and legislative changes and events
dictate; and

(C) test the effectiveness of such policies and procedures on a periodic basis, the timing and extent of
which is reasonably designed to ensure continuing compliance with Exchange and federal securities
laws and regulations.

Subsection (e)(iii) of Rule 342.30 requires that the above-stated processes be evidenced in a process report
which is to be reviewed by the CEO, the Chief Compliance Officer, and such other officers as the organization
may deem necessary to make the certification. Subsection (e)(iii) also requires that such process report be
submitted to the member organization's board of directors and audit committee (if such committee exists).

The Exchange has, heretofore by interpretation, required such submission prior to CEO certification. 2 

Rule 354

NYSE Rule 354 (“Reports to Control Persons”) requires, in certain instances, that member organization
submit the Annual Report to their board of directors on or before April 1 st of each year. Specifically,
subsection (a) of Rule 354 requires that each member organization submit its Annual Report to one or more

of its control persons 3   or, if the member organization has no control person, to the audit committee of its
board of directors or its equivalent committee or group.
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The Amendments

As noted above, the Exchange has heretofore required submission of the process report pursuant to Rule
342(e)(iii) prior to CEO certification. However, the amendments harmonize the Rule 342.30(e)(iii) timing
requirement with that of Rule 354(a), thus allowing each member organization to submit the (e)(iii) process
report to its board of directors and audit committee (if such committee exists) on or before April 1 st of each
year. The revised requirement continues to promote timely receipt of the process report by board members,
and allows member organizations to submit it together with the Annual Report (pursuant to Rule 354) as a
single comprehensive package. The text of the amended rule is attached as Exhibit A.

Questions regarding this Information Memo may be directed to Stephen Kasprzak at (212) 656-5226 or
Gregory Taylor at (212) 656-2920.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Attachments

Exhibit A

Additions are Underscored

Rule 342 Offices — Approval, Supervision and Control

Rule 342(a) through .30(e)(ii) UNCHANGED

(iii) In member organizations, the processes described in item (i), above, are evidenced in a report reviewed
by the Chief Executive Officer (or equivalent officer), Chief Compliance Officer, and other such officers as
the organization may deem necessary to make this certification, and submitted to the organization's board of
directors and audit committee (if such committee exists) on or before April 1 st of each year.

(iv) UNCHANGED

* * * *

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Exchange Act Release No. 55079 (January 10, 2007), 72 FR 2056 (January 17, 2007) (SR-
NYSE-2006-97). The rule amendments became effective January 11, 2007.

2  See, for example, NYSE Information Memo No. 06-8.
3  Rule 354(b) states that, for purposes of Rule 354(a), a "control person" means a person who controls

the member organization within the meaning of NYSE Rule 2 otherwise than solely by virtue of being a
director, general partner or principal executive officer (or person occupying a similar status or performing
similar functions) of the member organization.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 07-08

Click to open document in a browser

January 23, 2007

   ATTENTION: CHIEF EXECUTIVE OFFICER, CHIEF FINANCIAL OFFICER, MANAGING PARTNERS,
LEGAL AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: DISCLOSURE OF VOTING LOSS AND DIVIDEND STATUS IN MARGIN ACCOUNTS

When customers with margin accounts have a debit balance, whether as the result of margin purchases
or through non-purpose loans, member organizations, pursuant to their margin agreements with such
customers, have the right to hypothecate or lend the shares, subject to certain limitations. When shares are
lent under the standard stock loan agreement, the right to vote the shares goes with them. If a corporate vote
takes place while the shares are on loan, the margin customer may be unable to vote them. Thus, member
organizations need to provide effective disclosure to customers regarding the possibility of their losing proxy
voting rights for securities held in margin accounts.

Margin customers must be properly advised of this risk so that they may understand their rights and
obligations. Many member organizations have chosen to highlight this risk in their customer margin
agreement, and if written in plain English, this measure may be a satisfactory method of disclosure.
Other measures in addition to such disclosure in the margin agreement may include a separate notice
on this subject, disclosure on customer statements and placing appropriate information on the member
organization's website.

A similar issue is raised where margin customers are at risk of receiving payments-inlieu of dividends where
their shares are lent past the ex-dividend date. Such payments must be reported by the member organization
as ordinary income, causing customers with taxable accounts to lose the benefit of preferential tax rates on
dividends. Good business practice would compel effective disclosure of this risk, in plain English which can
be understood by affected customers.

Questions concerning this Information Memorandum may be directed to Gregory Taylor at (212) 656-2920.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 07-07

Click to open document in a browser

January 23, 2007

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Listing of Five HealthShares TM Funds

The Securities and Exchange Commission has approved the following five HealthShares TM exchange-traded
funds (“ETFs”) for listing and trading on the NYSE, beginning Tuesday, January 23, 2007:

HealthShares TM Emerging Cancer Exchange-Traded Fund HHJ

HealthShares TM Cardiology Devices Exchange- Traded Fund HHE

HealthShares TM Diagnostics Exchange-Traded Fund HHD

HealthShares TM Patient Care Services Exchange- Traded Fund HHB

HealthShares TM Enabling Technologies Exchange- Traded Fund HHV

This Information Memo reviews the various rules and policies applicable to trading in shares (“Shares”) of the
Funds.

Background Information on the Funds

HealthShares TM, Inc. is the investment company with respect to the underlying fund portfolios. Each Fund
offers shares, known as HealthShares TM, which are not individually redeemable by the Funds but trade on
the NYSE in individual share lots. Each Fund seeks to invest in a portfolio of securities that substantially
replicates a particular benchmark index (the “Underlying Index”). XShares Advisors LLC (the “Advisor”)
serves as the investment adviser to each Fund.

According to the Funds' prospectus, each of the Underlying Indexes seeks to measure and monitor the
performance of publicly-listed healthcare, life sciences and biotechnology companies. Each Fund focuses
on a different healthcare, life sciences or biotechnology index. XShares Group LLC (“XShares Group”), the
parent of the Advisor, is the creator of each Underlying Index and has created each Underlying Index using
a patent-pending investment approach known as “Vertical Investing.” “Vertical Investing” seeks to categorize
companies within a particular healthcare, life sciences or biotechnology index by focusing on each company's
business activities with regard to the diagnosis of diseases, the developments of drugs, treatments, therapies,
delivery systems, and the development of enabling/research tools and technologies for use in the healthcare,
life sciences or biotechnology sectors. Each Underlying Index will be administered by Standard & Poor's,
the Index Administrator, which will employ the Index Methodology to determine the composition of each
Underlying Index. BNY Investment Advisors acts as the investment sub-adviser to the Funds and will be
responsible for the day-to day management of each Fund's portfolio, which involves principally reconfiguring
the portfolio of each Fund, typically quarterly, to reflect any reconfiguration in the Underlying Index by the
Index Administrator. The Underlying Indexes may include both U.S. and foreign companies.

For each Underlying Index, the Index Administrator will employ the Index Methodology for each Underlying
Index to identify the companies that satisfy these criteria. The Index Methodology is publicly available on the
Funds' website at www.healthsharesinc.com. Any change to the Index Methodology will be posted on the
Funds' website at least 60 days prior to its being implemented.

Shares of the Funds will be issued on a continuous offering basis in groups of Shares, or multiples thereof.
These “groups” of shares are called “Creation Unit Aggregations.” The Funds will issue and redeem Shares
only in Creation Unit Aggregations of 100,000 Shares.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

524

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P07-07%2909013e2c855b3b62?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


All orders to purchase Shares in Creation Unit Aggregations must be placed through an Authorized
Participant. An Authorized Participant must be either a “Participating Party”, i.e., a broker-dealer or other
participant in the clearing process through the National Securities Clearing Corporation Continuous
Net Settlement System (the “Clearing Process”), a clearing agency that is registered with the SEC, or a
Depository Trust Company participant, and in each case, must enter into a Participant Agreement. The Funds
impose a transaction fee in connection with the issuance and redemption of Shares to offset transfer and
other transaction costs.

The NAV for the Funds will be calculated and disseminated daily. The Funds' NAV will be calculated
by BNY Investment Advisors. The Funds' NAV will be published in a number of places, including
www.healthsharesinc.com, and on the Consolidated Tape.

For a more complete description of the Funds and the underlying indexes, visit www.healthsharesinc.com.

Principal Risks

Interested persons are referred to discussion in the Funds' prospectus of principal risks of an investment
in the Funds. These include tracking error risk (factors causing a Fund's performance to not match the
performance of the underlying index), market trading risk (for example, trading halts, trading above or
below net asset value), stock market risk, investment style risk, interest rate risk, investment approach risk,
concentration risk, non-diversification risk, issuer-specific risk, management risk, lack of market liquidity, lack
of governmental insurance or guarantee, and fiscal policy risk.

Hours of Trading

Trading in the Funds will be 9:30 a.m. until 4:15 p.m.

Exchange Rules Applicable to the Trading of ETFs

The rules applicable to ETFs are applicable to these Funds since these Funds fall within the definition of an
Investment Company Unit, as provided in Paragraph 703.16 of the Listed Company Manual and NYSE Rule
1100.

Application of Certain NYSE Rules to ETFs

Rule 104 - NYSE Rules 104.20 and 104.21 establish a capital requirement for specialists of $500,000
per ETF. A specialist unit registered only in an ETF would be subject to the $1,000,000 minimum capital
requirement of Rule 104.20.

In addition, Rule 104 governs specialist market making in ETFs. In particular, the rule permits specialists
to engage in “parity” transactions on direct destabilizing ticks without obtaining Floor Official approval. A
“parity” transaction in an ETF would be a trade to bring the security into line with the value of the securities
comprising the ETF, or the value of a futures contract on the index on which the ETF is based.

Rule 13 - NYSE Rule 13.30 provides that stop and stop limit orders in an Investment Company Unit shall be
elected by a quotation, but specifies that if the electing bid on an offer is more than 0.10 point away from the
last sale and is for the specialist's dealer account, prior Floor Official approval is required for the election to be
effective. This rule applies to Investment Company Units generally.

Rule 36.30 - NYSE Rule 36.30 governs the establishment of telephone or electronic communications
between the NYSE's trading floor and any other location. Rule 36 provides that a specialist registered in an
ETF may use a telephone or order entry terminal to enter an order in the ETF itself, in a component security
of the ETF, or in an options or futures contract related to the ETF. In addition, the specialist may use a post
telephone to obtain market information with respect to such ETFs, options, futures, or component securities.
The text of Rule 36 makes clear that if an order in a component security of such ETF is to be executed on the
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NYSE, the order must be entered in compliance with NYSE Rule 112(c) and SEC Rule 11a2-2(T) (described
below), and must be entered only for the purpose of hedging a position in the ETF.

The specialist may not use the post wire to call a specialist on the NYSE registered in a component stock
of the ETF to enter an order, nor may the specialist use a SuperDOT terminal to send an order directly via
SuperDOT to another specialist. The specialist registered in an ETF is not registered in the component
stocks, and therefore is not permitted to initiate an “on Floor” order in such a stock.

NYSE members, including specialists, are permitted to enter an “off-Floor” order. NYSE Rule 112(c) codifies
the principle that a member may use a “communication facility” on the Floor of the NYSE to call an off-Floor
location and enter a proprietary order. The order is deemed to be an “off-Floor” order (i.e., not an order
initiated on the Floor, referred to as an “on Floor” order), provided the order is routed through a clearing firm's
order room off the Floor, and is transmitted to the Floor for execution by an unaffiliated member. This latter
provision is consistent with SEC Rule 11a2-2(T), which permits executions of off-floor member proprietary
orders by unaffiliated members. These rules do not impose restrictions on the types of orders which may
be executed pursuant to the exemptive relief provided. Under Rule 36.30, any orders in a component stock
of an ETF entered for execution on the NYSE from the specialist's post, either by telephone or by means
of a SuperDOT terminal, would have to be routed through a clearing firm's order room off the Floor and
transmitted back to the Floor for execution without the specialist in the ETF interacting with the order or
participating in the execution in any way.

Rule 123C - Market-on-Close/ Limit-At-The-Close Orders

Orders in ETFs are not subject to the NYSE's Rule 123C Market-On-Close (“MOC”)/Limit-at-the-Close
(“LOC”) procedures concerning order entry limitations, cancellation of orders during a regulatory halt,
imbalance publications, and any other limitations or procedures with respect to MOC/LOC procedures. A
MOC/LOC order in an ETF can be entered at any time without regard to the limitations of Rule 123C. In
addition, the closing price of an ETF will not be subject to publication of imbalances under Rule 123C.

Rule 123D- Pre-Opening Price Indications Policy

Similarly, the NYSE's policies regarding mandatory dissemination of pre-opening price indications (other
than ITS pre-opening notifications) in the case of significant order imbalances and potentially large price
dislocation from the prior close do not apply to ETFs.

Both the MOC/LOC procedures and the mandatory pre-opening price indications policy are intended to
solicit offsetting contra side interest to minimize price dislocation. This rationale does not apply in the case of
ETFs, which are derivatively priced in relation to, among other things, the values of the underlying component
securities, regardless of the extent of an order imbalance.

Rule 105(m) - NYSE Rule 105(m), which prohibits affiliates of specialist units from acting as a primary
market maker in the option on a specialty security, permits such activity with respect to options on a Fund
for affiliates of specialists that have Rule 98 approved procedures in place. The Exchange believes that, as
ETFs are derivatively priced, the conflicts of interest with respect to market making in both the underlying
security and its corresponding option are minimized in this case. The Exchange will also permit a NYSE Rule
98 affiliate of the ETF specialist to act in a market making capacity (but not as a specialist) in the ETF itself on
another market center.

Rule 98 - NYSE Rule 98 provides that affiliates of a specialist organization can receive an exemption from
certain rules applicable to specialists (principally impacting proprietary trading and investment banking),
provided they establish a system of information barriers between themselves and the affiliated specialist. One
of the conditions for the Rule 98 exemption is that the specialist organization be capitalized separate and
apart from any affiliate. The Exchange has deleted this requirement in the case of a specialist organization
that is registered only in ETFs. The Exchange believes that the separate capitalization requirement is not
required in such case, and that the question of adequacy of capital can be appropriately addressed by the
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special allocation committee which will allocate the ETF. However, a specialist organization that is registered
only in ETFs will remain subject to the minimum capital requirements specified in Rule 104.20.

Exemptive, Interpretive and No-Action Relief Under Federal Securities Regulations and NYSE Rules

The Securities and Exchange Commission (“SEC”) has issued exemptive, interpretive and no-action
relief from certain provisions of and rules under the Act regarding trading in the above-mentioned Funds.
In addition, the SEC has approved an NYSE interpretive position with respect to the NYSE's short sale
rule. Members and member organizations are referred to the SEC Letter dated January 22, 2007 from
James Brigagliano, Associate Director, SEC Division of Market Regulation, to Domenick Pugliese, Paul,
Hastings, Janofsky & Walker. A description of the SEC's exemptive relief follows; however, in the event of
any discrepancy between this description and the SEC Letter, the text of the SEC Letter controls.

Short Sale Rules - Transactions in ETFs will not be subject to “tick” requirements of the short sale rule of the
Commission (Rule 10a-1) or the Exchange (Rule 440B). Short orders must be marked SHORT or SHORT
EXEMPT. (See paragraph below regarding Rule 200(g) of Regulation SHO.)

Rule 200(g) of Regulation SHO- The SEC Division of Market Regulation has stated that the Division will
not recommend enforcement action under Rule 200(g) of Regulation SHO if a broker-dealer marks “short”
rather than “short exempt” a short sale effected in the Funds pursuant to the exemptions from the price test of
Rule 10a-1 that have been granted, subject to specified conditions, including that a broker-dealer executing
exempt short sales will mark such sales as “short” and in no event will such sales be marked “long”. (See
letter from James A. Brigagliano, Assistant Director, Division of Market Regulation, SEC, to Ira Hammerman,
Senior Vice President and General Counsel, Securities Industry Association, dated January 3, 2005.)

Regulation M Exemptions - Generally, Rules 101 and 102 of Regulation M prohibit any “distribution
participant” and its “affiliated purchasers” from bidding for, purchasing, or attempting to induce any person
to bid for or purchase any security which is the subject of a distribution until after the applicable restricted
period, except as specifically permitted in Regulation M. The provisions of the Rules apply to underwriters,
prospective underwriters, brokers, dealers, and other persons who have agreed to participate or are
participating in a distribution of securities.

The SEC has granted an exemption from Rule 101 under Regulation M to permit persons participating
in a distribution of shares of the above-mentioned Funds to engage in secondary market transactions in
such shares during their participation in such a distribution. In addition, the SEC has granted relief under
Regulation M to permit persons who may be deemed to be participating in the distribution of shares of the
above-mentioned Funds (i) to purchase securities for the purpose of purchasing Creation Unit Aggregations
of Fund shares and to (ii) tender securities for redemption in Creation Unit Aggregations. Further, the SEC
has clarified that the tender of Fund shares to the Funds for redemption does not constitute a bid for or
purchase of any of the Funds' securities during the restricted period of Rule 101. The SEC has also granted
an exemption pursuant to paragraph (e) of Rule 102 under Regulation M to allow the redemption of Fund
shares in Creation Unit Aggregations during the continuous offering of shares.

Customer Confirmations for Creation or Redemption of Fund Shares (SEC Rule 10b-10) - Broker-dealers
who handle purchases or redemptions of Fund shares in Creation Unit size for customers will be permitted to
provide such customers with a statement of the number of Creation Unit Aggregations created or redeemed
without providing a statement of the identity, number and price of shares of the individual securities tendered
to the Fund for purposes of purchasing Creation Unit Aggregations (“Deposit Securities”) or the identity,
number and price of shares to be delivered by the Trust to the redeeming holder (“Redemption Securities”).
The composition of the securities required to be tendered to the Fund for creation purposes and of the
securities to be delivered on redemption will be disseminated each business day and will be applicable to
requests for creations or redemption, as the case may be, on that day. This exemptive relief under Rule
10b-10 with respect to creations and redemptions is subject to the following conditions:

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

527

http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE10a-1/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE440B/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE10a-1/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE10b-10/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE10b-10/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE10b-10/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


(1) Confirmations to customers engaging in creations or redemptions must state that all information
required by Rule 10b-10 will be provided upon request;

(2) Any such request by a customer for information required by Rule 10b-10 will be filed in a timely
manner, in accordance with Rule 10b-10(c);

(3) Except for the identity, number and price of shares of the component securities of the Deposit
Securities and Redemption Securities, as described above, confirmations to customers must disclose
all other information required by Rule 10b-10(a).

SEC Rule 14e-5 -An exemption from Rule 14e-5 has been granted to permit any person acting as a dealer-
manager of a tender offer for a component security of the Funds to (1) redeem Fund shares in Creation Unit
Aggregations from the issuer that may include a security subject to such tender offer and (2) to purchase
Fund shares during such tender offer. In addition, a no-action position has been taken under Rule 14e-5 if a
broker-dealer acting as a dealer-manager of a tender offer for a security of the Fund purchases or arranges
to purchase such securities in the secondary market for the purpose of tendering such securities to purchase
one or more Creation Unit Aggregations of shares, if made in conformance with the following:

(i) such bids or purchases are effected in the ordinary course of business, in connection with a basket
of 20 or more securities in which any security that is the subject of a distribution, or any reference
security, does not comprise more than 5% of the value of the basket purchased; or

(ii) purchases are effected as adjustments to such basket in the ordinary course of business as a result
of a change in the composition of the underlying index; and

(iii) such bids or purchases are not effected for the purpose of facilitating such tender offer.

Section 11(d)(1); SEC Rules 11d1-1 and 11d1-2 - Section 11(d)(1) of the Act generally prohibits a person
who is both a broker and a dealer from effecting any transaction in which the broker-dealer extends credit
to a customer on any security which was part of a new issue in the distribution of which he participated as a
member of a selling syndicate or group within thirty days prior to such transaction. The SEC has clarified that
Section 11(d)(1) does not apply to broker-dealers that are not Authorized Participants (and, therefore, do not
create Creation Unit Aggregations) that engage in both proprietary and customer transactions in shares of
the Funds in the secondary market, and for broker-dealer Authorized Participants that engage in creations
of Creation Unit Aggregations. This relief is subject to specific conditions, including the condition that such
broker-dealer (whether or not an Authorized Participant) does not, directly or indirectly, receive from the fund
complex any payment, compensation or other economic incentive to promote or sell the shares of the ETF to
persons outside the fund complex, other than non-cash compensation permitted under NASD Rule 2830 (l)(5)
(A), (B) or (C). See letter dated November 21, 2005 from Catherine McGuire, Chief Counsel, SEC Division of
Market Regulation, to Securities Industry Association, Derivative Products Committee. The Commission has
also taken a no-action position under Section 11(d)(1) of the Act that broker-dealers may treat shares of the
Funds, for purposes of Rule 11d1-2, as “securities issued by a registered open-end investment company as
defined in the Investment Company Act” and thereby extend credit or maintain or arrange for the extension
or maintenance of credit on shares that have been owned by the persons to whom credit is provided for more
than 30 days, in reliance on the exemption contained in the rule.

SEC Rule 15c1-5 and 15c1-6 - The SEC has taken a no-action position with respect to Rule 15c1-5 and
Rule 15c1-6 as to the required disclosure of control by a broker or dealer with respect to creations and
redemptions of Fund shares and secondary market transactions therein.

Other Matters

Due Diligence - Pursuant to NYSE Rule 405, before a member, member organization, allied member or
employee thereof undertakes to recommend a transaction in ETF shares, such person must exercise due
diligence to learn the essential facts relative to the customer. If any recommendation is made with respect
to such shares, the person making the recommendation should have a reasonable basis for believing, at
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the time of making the recommendation, that the customer has such knowledge and experience in financial
matters that he or she may reasonably be expected to be capable of evaluating the risks and any special
characteristics of the recommended transaction, and is financially able to bear the risks of the recommended
transaction. Before a member, member organization or employee thereof recommends a transaction in the
Funds, a determination must be made that the recommendation is in compliance with all applicable Federal
and Exchange rules and regulations, including due diligence obligations under Exchange Rule 405.

Certain Specialist Transactions in ETFs - NYSE Rule 460.10 generally precludes certain business
relationships between an issuer and the specialist in the issuer's securities. Exceptions in the rule, however,
permit specialists in ETF shares to enter into Creation Unit transactions through the Distributor to facilitate
the maintenance of a fair and orderly market. Even so, a specialist Creation Unit transaction may only be
effected on the same terms and conditions as any other investor, and only at the net asset value of the ETF
shares. In addition, a specialist may acquire a position in excess of 10% of the outstanding issue of the ETF
shares. Specialists registered in a security issued by an investment company may purchase and redeem
the investment company unit, or securities that can be subdivided or converted into such unit, from the
investment company as appropriate to facilitate the maintenance of a fair and orderly market in the subject
security.

Trading Halts - In order to halt the trading of an ETF, the Exchange may consider, among other things, factors
such as the extent to which trading is not occurring in the underlying securities and whether other unusual
conditions or circumstances detrimental to the maintenance of a fair and orderly market are present. In
addition, trading in Fund shares is subject to trading halts caused by extraordinary market volatility pursuant
to NYSE Rule 80B. If the end-of-day Index value or IOPV applicable to a Fund is not being disseminated as
required, the Exchange may halt trading during the day in which the interruption to the dissemination of the
Index value or IOPV occurs. If the interruption to the dissemination of the Index value or IOPV persists past
the trading day in which it occurred, the Exchange will halt trading no later than the beginning of the trading
day following the interruption.

Prospectus Delivery - Exchange members and member organizations should be mindful of applicable
prospectus delivery requirements under the federal securities laws with respect to transactions in the
Funds. In that regard, the Exchange notes that although NYSE Rule 1100(b) provides for delivery of written
descriptions to customers of Funds that have received an exemption from Section 24(d) of the Investment
Company Act, there is at this time no written description available for these particular Funds. Members and
member organizations are advised that delivery of a prospectus in lieu of a written description would satisfy
the requirements of Rule 1100(b).

Purchases and Redemptions in Creation Unit Size - Exchange members and member organizations are
hereby informed that procedures for purchases and redemptions of Shares in Creation Unit Size are
described in the Funds' prospectus and Statement of Additional Information, and that Shares are not
individually redeemable but are redeemable only in Creation Unit Size aggregations or multiples thereof.

Surveillance. All Exchange surveillances applicable to trading of equities on the Exchange will apply to trading
in the Shares of the Funds.

Questions concerning the matters discussed in this Memorandum may be addressed as follows:

General Questions on ETFs:

Michael Cavalier (212) 656-2474 (Office of the General Counsel)

Questions on:

Due Diligence

Stephen A. Kasprzak (Member Firm Regulation) (212) 656-5226

Exchange Rules

Daniel M. Labovitz (Market Surveillance) (212) 656-2081
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___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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January 19, 2007

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: EXPIRATION OF SHORT SALE EXEMPTION FOR CERTAIN HOLDRS (EXCHANGE RULE
440B / SEC RULE 10a-1)

Trading in 17 Holding Company Depositary Receipts (HOLDRs), a type of Trust Issued Receipt, began on the
NYSE on April 15, 2002 on an unlisted trading privileges (“UTP”) basis. (See Information Memo 02-15 (April
15, 2002)).

This memorandum serves as notice that the following HOLDRs are not exempt from the short sale rule of the
Securities and Exchange Commission (SEC Rule 10a-1) or the Exchange (Rule 440B), and therefore, any
short sale of these securities must be made on a “plus” or “zero plus” tick:

• BDH (Broadband HOLDRs)
• BHH (B2B Internet HOLDRs)
• EKH (Europe 2001 HOLDRs)
• HHH (Internet HOLDRs)
• IIH (Internet Infrastructure HOLDRs)
• SWH (Software HOLDRs)
• TTH (Telecom HOLDRs)

* * *

Questions concerning the subject of this Information Memo may be addressed to:

Michael Cavalier, Assistant General Counsel, OGC, at (212) 656-2474, or Craig Hammond, Managing
Director, OGC, at (212) 656-2661.

General questions on Trust Issued Receipts may be addressed to:

Lisa Dallmer, Senior Vice President, Exchange Traded Funds, at (212) 656-2218.

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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January 19, 2007

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, CREDIT AND MARGIN
DEPARTMENTS, COMPLIANCE AND LEGAL DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: 2007 MARGIN EXTENSIONS HOLIDAY SCHEDULE

The New York Stock Exchange (the “NYSE”) is providing the following schedule to assist our member
organizations and reduce the number of Federal Reserve Board Regulation T 220.8, and Securities
Exchange Act Regulation 15c3-3(m) and (n) margin extensions denied around holidays. “Regular way”
transactions made on the business days noted below will be subject to the following schedule.

Background

Pursuant to Sections 220.8(b)(1) and (4) of Regulation T of the Federal Reserve Board, a broker/dealer must
promptly cancel or otherwise liquidate a customer purchase transaction in a cash account if full payment is
not received within five business days from the date of purchase or, pursuant to Section 220.8(d)(1), make
application to extend the time period specified provided that exceptional circumstances warrant such action.
The date by which members must take such action is shown below in the column titled “Regulation T Date.”

Similarly, SEA Regulation 15c3-3 requires member organizations to take prompt steps to obtain possession
or control of securities pursuant to paragraph (m) through a buy-in procedure or otherwise if securities are not
received within thirteen business days from the date of sale or, pursuant to paragraph (n), make application
to extend the time period specified provided that exceptional circumstances warrant such action. The date by
which members must take such action is shown below in the column titled “SEC Extension Date.”

Martin Luther King, Jr. Day:

The NYSE and other U.S. securities exchanges will be closed on Monday, January 15, 2007, in observance
of Martin Luther King, Jr., Day.

 

Trade Date Settlement Date Regulation T Date SEC Extension Date
 

January 9 January 12 January 17 January 29
 

10 16 18 30
 

11 17 19 31
 

12 18 22 February 1
 

15 Markets Closed — — —
 

16 19 23 2
 

Presidents' Day:

The NYSE and other U.S. securities exchanges will be closed on Monday, February 19, 2007, in observance
of Presidents' Day.

 

Trade Date Settlement Date Regulation T Date SEC Extension Date
 

February 13 February 16 February 21 March 5
 

14 20 22 6
 

15 21 23 7
 

16 22 26 8
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19 Markets Closed — — —
 

20 23 27 9
 

Good Friday:

The NYSE and other U.S. securities exchanges will be closed on Friday, April 6, 2007, in observance of
Good Friday.

 

Trade Date Settlement Date Regulation T Date SEC Extension Date
 

April 2 April 5 April 10 April 20
 

3 9 11 23
 

4 10 12 24
 

5 11 13 25
 

6 Markets Closed — — —
 

9 12 16 26
 

Memorial Day:

The NYSE and other U.S. securities exchanges will be closed on Monday, May 28, 2007, in observance of
Memorial Day.

 

Trade Date Settlement Date Regulation T Date SEC Extension Date
 

May 22 May 25 May 30 June 11
 

23 29 31 12
 

24 30 June 1 13
 

25 31 4 14
 

28 Markets Closed — — —
 

29 June 1 5 15
 

Independence Day:

The NYSE and other U.S. securities exchanges will be closed on Wednesday, July 4, 2007, in observance
of Independence Day.

 

Trade Date Settlement Date Regulation T Date SEC Extension Date
 

June 28 July 3 July 6 July 18
 

29 5 9 19
 

July 2 6 10 20
 

3 9 11 23
 

4 Markets Closed — — —
 

5 10 12 24
 

NASD NTM DECEMBER 2003 PAGE 828

Labor Day:

The NYSE and other U.S. securities exchanges will be closed on Monday, September 3, 2007, in
observance of Labor Day.

 

Trade Date Settlement Date Regulation T Date SEC Extension Date
 

August 28 31 September 5 September 17
 

29 September 4 6 18
 

30 5 7 19
 

31 6 10 20
 

Sept 3 Markets Closed — — —
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4 7 11 21
 

Columbus Day:

The NYSE and other U.S. securities exchanges will be open for trading on Columbus Day, Monday, October
8, 2007. Therefore, it is considered a business day for receiving customers' payments under Regulation T of
the Federal Reserve Board. However, it will not be a settlement date because many of the nation's banking
institutions will be closed.

 

Trade Date Settlement Date Regulation T Date SEC Extension Date
 

October 2 October 5 October 9 October 19
 

3 9 10 22
 

4 9 11 23
 

5 10 12 24
 

8 11 15 25
 

9 12 16 26
 

Thanksgiving Day:

The NYSE and other U.S. securities markets will be closed on Thursday, November 22, 2007, in
observance of Thanksgiving Day.

 

Trade Date Settlement Date Regulation T Date SEC Extension Date
 

November 16 November 21 November 26 December 6
 

19 23 27 7
 

20 26 28 10
 

21 27 29 11
 

22 Markets Closed — — —
 

23 28 30 12
 

Christmas Day:

The NYSE and other U.S. securities exchanges will be closed on Tuesday, December 25, 2007, in
observance of Christmas Day.

 

Trade Date Settlement Date Regulation T Date SEC Extension Date
 

December 19 December 24 December 27 January 9, 2008
 

20 26 28 10
 

21 27 31 11
 

24 28 January 2, 2008 14
 

25 Markets Closed — — —
 

26 31 3 15
 

Brokers, dealers, and municipal securities dealers should use the foregoing settlement dates for purposes of
clearing and settling transactions pursuant to the NYSE.

Inquiries regarding this Information Memo should be directed to Debra German (212) 656-8572, Theresa
Reynolds (212) 656-5281, or Vincent Rotolo (212) 656-5521

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation
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January 10, 2007

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Listing of Eight iShares® Lehman Bond Funds

The Securities and Exchange Commission has approved the following eight iShares exchangetraded funds
(“ETFs”) for listing and trading on the NYSE, beginning Thursday, January 11, 2007:

iShares® Lehman Short Treasury Bond Fund (SHV)

iShares Lehman 3-7 Year Treasury Bond Fund (IEI)

iShares Lehman 10-20 Year Treasury Bond Fund (TLH)

iShares Lehman 1-3 Year Credit Bond Fund (CSJ)

iShares Lehman Intermediate Credit Bond Fund (CIV)

iShares Lehman Credit Bond Fund (CFT)

iShares Lehman Intermediate Government/Credit Bond Fund (GVI)

iShares Lehman Government/Credit Bond Fund (GBF)

This Information Memo reviews the various rules and policies applicable to trading in shares (“Shares”) of the
iShares Funds.

Background Information on the Funds

Barclays Global Fund Advisors (“BGFA”) is the investment advisor to the Funds. The Advisor is registered
under the Investment Advisers Act of 1940. SEI Investments Distribution Co. is the principal underwriter and
distributor of Creation Unit Aggregations of iShares (as described below).

Each Fund is an “index fund” that seeks investment results that correspond generally to the price and yield
performance, before fees and expenses, of a particular index developed by Lehman Brothers. BGFA uses
a Representative Sampling indexing strategy. “Representative Sampling” is investing in a representative
sample of bonds in the relevant Underlying Index, which has a similar investment profile as the relevant
Underlying Index. Bonds selected have aggregate investment characteristics (based on market capitalization
and industry weightings), fundamental characteristics (such as return variability, earnings valuation, duration,
maturity or credit ratings and yield) and liquidity measures similar to those of the relevant Underlying Index.
Funds that use Representative Sampling generally do not hold all of the bonds that are included in the
relevant Underlying Index.

Shares of the Funds will be issued on a continuous offering basis in groups of Shares, or multiples thereof.
These “groups” of shares are called “Creation Unit Aggregations.” The Funds will issue and redeem Shares
only in Creation Unit Aggregations of 50,000 to 100,000 Shares, as specified for each Fund.

All orders to purchase Shares in Creation Unit Aggregations must be placed through an Authorized
Participant. An Authorized Participant must be either a “Participating Party”, i.e., a broker-dealer or other
participant in the clearing process through the National Securities Clearing Corporation Continuous
Net Settlement System (the “Clearing Process”), a clearing agency that is registered with the SEC, or a
Depository Trust Company participant, and in each case, must enter into a Participant Agreement. The Funds
impose a transaction fee in connection with the issuance and redemption of Shares to offset transfer and
other transaction costs.
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The NAV for the Funds will be calculated and disseminated daily. The Funds' NAV will be calculated by IBT.
IBT will disseminate the information to BGI, SEI and others, including the NYSE. The Funds' NAV will be
published in a number of places, including, www.ishares.com and on the Consolidated Tape.

For a more complete description of the Funds and the underlying indexes, visit www.ishares.com.

Principal Risks

Interested persons are referred to discussion in the Funds' prospectus of principal risks of an investment
in the Funds. These include tracking error risk (factors causing a Fund's performance to not match the
performance of the underlying index), market trading risk (for example, trading halts, trading above or
below net asset value), stock market risk, investment style risk, interest rate risk, investment approach risk,
concentration risk, non-diversification risk, issuer-specific risk, management risk, lack of market liquidity, lack
of governmental insurance or guarantee, and fiscal policy risk.

Hours of Trading

Trading in the Funds will be 9:30 a.m. until 4:15 p.m.

Exchange Rules Applicable to the Trading of ETFs

The rules applicable to ETFs are applicable to these Funds since these Funds fall within the definition of an
Investment Company Unit, as provided in Paragraph 703.16 of the Listed Company Manual and NYSE Rule
1100.

Application of Certain NYSE Rules to ETFs

Rule 104 - NYSE Rules 104.20 and 104.21 establish a capital requirement for specialists of $500,000
per ETF. A specialist unit registered only in an ETF would be subject to the $1,000,000 minimum capital
requirement of Rule 104.20.

In addition, Rule 104 governs specialist market making in ETFs. In particular, the rule permits specialists
to engage in “parity” transactions on direct destabilizing ticks without obtaining Floor Official approval. A
“parity” transaction in an ETF would be a trade to bring the security into line with the value of the securities
comprising the ETF, or the value of a futures contract on the index on which the ETF is based.

Rule 13 - NYSE Rule 13.30 provides that stop and stop limit orders in an Investment Company Unit shall be
elected by a quotation, but specifies that if the electing bid on an offer is more than 0.10 point away from the
last sale and is for the specialist's dealer account, prior Floor Official approval is required for the election to be
effective. This rule applies to Investment Company Units generally.

Rule 36.30 - NYSE Rule 36.30 governs the establishment of telephone or electronic communications
between the NYSE's trading floor and any other location. Rule 36 provides that a specialist registered in an
ETF may use a telephone or order entry terminal to enter an order in the ETF itself, in a component security
of the ETF, or in an options or futures contract related to the ETF. In addition, the specialist may use a post
telephone to obtain market information with respect to such ETFs, options, futures, or component securities.
The text of Rule 36 makes clear that if an order in a component security of such ETF is to be executed on the
NYSE, the order must be entered in compliance with NYSE Rule 112(c) and SEC Rule 11a2-2(T) (described
below), and must be entered only for the purpose of hedging a position in the ETF.

The specialist may not use the post wire to call a specialist on the NYSE registered in a component stock
of the ETF to enter an order, nor may the specialist use a SuperDOT terminal to send an order directly via
SuperDOT to another specialist. The specialist registered in an ETF is not registered in the component
stocks, and therefore is not permitted to initiate an “on Floor” order in such a stock.

NYSE members, including specialists, are permitted to enter an “off-Floor” order. NYSE Rule 112(c) codifies
the principle that a member may use a “communication facility” on the Floor of the NYSE to call an off-Floor
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location and enter a proprietary order. The order is deemed to be an “off-Floor” order (i.e., not an order
initiated on the Floor, referred to as an “on Floor” order), provided the order is routed through a clearing firm's
order room off the Floor, and is transmitted to the Floor for execution by an unaffiliated member. This latter
provision is consistent with SEC Rule 11a2-2(T), which permits executions of off-floor member proprietary
orders by unaffiliated members. These rules do not impose restrictions on the types of orders which may
be executed pursuant to the exemptive relief provided. Under Rule 36.30, any orders in a component stock
of an ETF entered for execution on the NYSE from the specialist's post, either by telephone or by means
of a SuperDOT terminal, would have to be routed through a clearing firm's order room off the Floor and
transmitted back to the Floor for execution without the specialist in the ETF interacting with the order or
participating in the execution in any way.

Rule 123C - Market-on-Close/ Limit-At-The-Close Orders

Orders in ETFs are not subject to the NYSE's Rule 123C Market-On-Close (“MOC”)/Limit-atthe-Close (“LOC”)
procedures concerning order entry limitations, cancellation of orders during a regulatory halt, imbalance
publications, and any other limitations or procedures with respect to MOC/LOC procedures. A MOC/LOC
order in an ETF can be entered at any time without regard to the limitations of Rule 123C. In addition, the
closing price of an ETF will not be subject to publication of imbalances under Rule 123C.

Rule 123D- Pre-Opening Price Indications Policy

Similarly, the NYSE's policies regarding mandatory dissemination of pre-opening price indications (other
than ITS pre-opening notifications) in the case of significant order imbalances and potentially large price
dislocation from the prior close do not apply to ETFs.

Both the MOC/LOC procedures and the mandatory pre-opening price indications policy are intended to
solicit offsetting contra side interest to minimize price dislocation. This rationale does not apply in the case of
ETFs, which are derivatively priced in relation to, among other things, the values of the underlying component
securities, regardless of the extent of an order imbalance.

Rule 105(m) - NYSE Rule 105(m), which prohibits affiliates of specialist units from acting as a primary
market maker in the option on a specialty security, permits such activity with respect to options on a Fund
for affiliates of specialists that have Rule 98 approved procedures in place. The Exchange believes that, as
ETFs are derivatively priced, the conflicts of interest with respect to market making in both the underlying
security and its corresponding option are minimized in this case. The Exchange will also permit a NYSE Rule
98 affiliate of the ETF specialist to act in a market making capacity (but not as a specialist) in the ETF itself on
another market center.

Rule 98 - NYSE Rule 98 provides that affiliates of a specialist organization can receive an exemption from
certain rules applicable to specialists (principally impacting proprietary trading and investment banking),
provided they establish a system of information barriers between themselves and the affiliated specialist. One
of the conditions for the Rule 98 exemption is that the specialist organization be capitalized separate and
apart from any affiliate. The Exchange has deleted this requirement in the case of a specialist organization
that is registered only in ETFs. The Exchange believes that the separate capitalization requirement is not
required in such case, and that the question of adequacy of capital can be appropriately addressed by the
special allocation committee which will allocate the ETF. However, a specialist organization that is registered
only in ETFs will remain subject to the minimum capital requirements specified in Rule 104.20.

Exemptive, Interpretive and No-Action Relief Under Federal Securities Regulations and NYSE Rules

The Securities and Exchange Commission (“SEC”) has issued exemptive, interpretive and no-action relief
from certain provisions of and rules under the Act regarding trading in the above-mentioned Funds. In
addition, the SEC has approved an NYSE interpretive position with respect to the NYSE's short sale rule.
Members and member organizations are referred to the letter dated December 22, 2006 from James A.
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Brigagliano, Acting Associate Director, Division of Market Regulation, SEC, to Benjamin J. Haskin, Willkie,
Farr & Gallagher (“SEC Letter”). A description of the SEC's exemptive relief follows; however, in the event of
any discrepancy between this description and the SEC Letter, the text of the SEC Letter controls.

Short Sale Rules - Transactions in ETFs will not be subject to “tick” requirements of the short sale rule of the
Commission (Rule 10a-1) or the Exchange (Rule 440B). Short orders must be marked SHORT or SHORT
EXEMPT. (See paragraph below regarding Rule 200(g) of Regulation SHO.)

Rule 200(g) of Regulation SHO- The SEC Division of Market Regulation has stated that the Division will
not recommend enforcement action under Rule 200(g) of Regulation SHO if a broker-dealer marks “short”
rather than “short exempt” a short sale effected in the Funds pursuant to the exemptions from the price test of
Rule 10a-1 that have been granted, subject to specified conditions, including that a broker-dealer executing
exempt short sales will mark such sales as “short” and in no event will such sales be marked “long”. (See
letter from James A. Brigagliano, Assistant Director, Division of Market Regulation, SEC, to Ira Hammerman,
Senior Vice President and General Counsel, Securities Industry Association, dated January 3, 2005.)

Regulation M Exemptions - Generally, Rules 101 and 102 of Regulation M prohibit any “distribution
participant” and its “affiliated purchasers” from bidding for, purchasing, or attempting to induce any person
to bid for or purchase any security which is the subject of a distribution until after the applicable restricted
period, except as specifically permitted in Regulation M. The provisions of the Rules apply to underwriters,
prospective underwriters, brokers, dealers, and other persons who have agreed to participate or are
participating in a distribution of securities.

The SEC has granted an exemption from Rule 101 under Regulation M to permit persons participating
in a distribution of shares of the above-mentioned Funds to engage in secondary market transactions in
such shares during their participation in such a distribution. In addition, the SEC has granted relief under
Regulation M to permit persons who may be deemed to be participating in the distribution of shares of the
above-mentioned Funds (i) to purchase securities for the purpose of purchasing Creation Unit Aggregations
of Fund shares and to (ii) tender securities for redemption in Creation Unit Aggregations. Further, the SEC
has clarified that the tender of Fund shares to the Funds for redemption does not constitute a bid for or
purchase of any of the Funds' securities during the restricted period of Rule 101. The SEC has also granted
an exemption pursuant to paragraph (e) of Rule 102 under Regulation M to allow the redemption of Fund
shares in Creation Unit Aggregations during the continuous offering of shares.

Customer Confirmations for Creation or Redemption of Fund Shares (SEC Rule 10b-10) - Broker-dealers
who handle purchases or redemptions of Fund shares in Creation Unit size for customers will be permitted to
provide such customers with a statement of the number of Creation Unit Aggregations created or redeemed
without providing a statement of the identity, number and price of shares of the individual securities tendered
to the Fund for purposes of purchasing Creation Unit Aggregations (“Deposit Securities”) or the identity,
number and price of shares to be delivered by the Trust to the redeeming holder (“Redemption Securities”).
The composition of the securities required to be tendered to the Fund for creation purposes and of the
securities to be delivered on redemption will be disseminated each business day and will be applicable to
requests for creations or redemption, as the case may be, on that day. This exemptive relief under Rule
10b-10 with respect to creations and redemptions is subject to the following conditions:

(1) Confirmations to customers engaging in creations or redemptions must state that all information
required by Rule 10b-10 will be provided upon request;

(2) Any such request by a customer for information required by Rule 10b-10 will be filed in a timely
manner, in accordance with Rule 10b-10(c);

(3) Except for the identity, number and price of shares of the component securities of the Deposit
Securities and Redemption Securities, as described above, confirmations to customers must disclose
all other information required by Rule 10b-10(a).
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SEC Rule 14e-5 -An exemption from Rule 14e-5 has been granted to permit any person acting as a dealer-
manager of a tender offer for a component security of the Funds to (1) redeem Fund shares in Creation Unit
Aggregations from the issuer that may include a security subject to such tender offer and (2) to purchase
Fund shares during such tender offer. In addition, a no-action position has been taken under Rule 14e-5 if a
broker-dealer acting as a dealer-manager of a tender offer for a security of the Fund purchases or arranges
to purchase such securities in the secondary market for the purpose of tendering such securities to purchase
one or more Creation Unit Aggregations of shares, if made in conformance with the following:

(i) such bids or purchases are effected in the ordinary course of business, in connection with a basket
of 20 or more securities in which any security that is the subject of a distribution, or any reference
security, does not comprise more than 5% of the value of the basket purchased; or

(ii) purchases are effected as adjustments to such basket in the ordinary course of business as a result
of a change in the composition of the underlying index; and

(iii) such bids or purchases are not effected for the purpose of facilitating such tender offer.

Section 11(d)(1); SEC Rules 11d1-1 and 11d1-2 - Section 11(d)(1) of the Act generally prohibits a person
who is both a broker and a dealer from effecting any transaction in which the broker-dealer extends credit
to a customer on any security which was part of a new issue in the distribution of which he participated as a
member of a selling syndicate or group within thirty days prior to such transaction. The SEC has clarified that
Section 11(d)(1) does not apply to broker-dealers that are not Authorized Participants (and, therefore, do not
create Creation Unit Aggregations) that engage in both proprietary and customer transactions in shares of
the Funds in the secondary market, and for broker-dealer Authorized Participants that engage in creations
of Creation Unit Aggregations. This relief is subject to specific conditions, including the condition that such
broker-dealer (whether or not an Authorized Participant) does not, directly or indirectly, receive from the fund
complex any payment, compensation or other economic incentive to promote or sell the shares of the ETF to
persons outside the fund complex, other than non-cash compensation permitted under NASD Rule 2830 (I)(5)
(A), (B) or (C). See letter dated November 21, 2005 from Catherine McGuire, Chief Counsel, SEC Division of
Market Regulation, to Securities Industry Association, Derivative Products Committee. The Commission has
also taken a no-action position under Section 11(d)(1) of the Act that broker-dealers may treat shares of the
Funds, for purposes of Rule 11d1-2, as “securities issued by a registered open-end investment company as
defined in the Investment Company Act” and thereby extend credit or maintain or arrange for the extension
or maintenance of credit on shares that have been owned by the persons to whom credit is provided for more
than 30 days, in reliance on the exemption contained in the rule.

SEC Rule 15c1-5 and 15c1-6 - The SEC has taken a no-action position with respect to Rule 15c1-5 and
Rule 15c1-6 as to the required disclosure of control by a broker or dealer with respect to creations and
redemptions of Fund shares and secondary market transactions therein.

Other Matters

Due Diligence - Pursuant to NYSE Rule 405, before a member, member organization, allied member or
employee thereof undertakes to recommend a transaction in ETF shares, such person must exercise due
diligence to learn the essential facts relative to the customer. If any recommendation is made with respect
to such shares, the person making the recommendation should have a reasonable basis for believing, at
the time of making the recommendation, that the customer has such knowledge and experience in financial
matters that he or she may reasonably be expected to be capable of evaluating the risks and any special
characteristics of the recommended transaction, and is financially able to bear the risks of the recommended
transaction. Before a member, member organization or employee thereof recommends a transaction in the
Funds, a determination must be made that the recommendation is in compliance with all applicable Federal
and Exchange rules and regulations, including due diligence obligations under Exchange Rule 405.

Certain Specialist Transactions in ETFs - NYSE Rule 460.10 generally precludes certain business
relationships between an issuer and the specialist in the issuer's securities. Exceptions in the rule, however,

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

540

http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE14e-5/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE14e-5/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE14e-5/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE11d1-1/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE11d1-2/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE11d1-2/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE15c1-5/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE15c1-6/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE15c1-5/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE15c1-6/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE405/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE405/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE460.10/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


permit specialists in ETF shares to enter into Creation Unit transactions through the Distributor to facilitate
the maintenance of a fair and orderly market. Even so, a specialist Creation Unit transaction may only be
effected on the same terms and conditions as any other investor, and only at the net asset value of the ETF
shares. In addition, a specialist may acquire a position in excess of 10% of the outstanding issue of the ETF
shares. Specialists registered in a security issued by an investment company may purchase and redeem
the investment company unit, or securities that can be subdivided or converted into such unit, from the
investment company as appropriate to facilitate the maintenance of a fair and orderly market in the subject
security.

Trading Halts - In order to halt the trading of an ETF, the Exchange may consider, among other things, factors
such as the extent to which trading is not occurring in the underlying securities and whether other unusual
conditions or circumstances detrimental to the maintenance of a fair and orderly market are present. In
addition, trading in Fund shares is subject to trading halts caused by extraordinary market volatility pursuant
to NYSE Rule 80B. If the end-of-day Index value or IOPV applicable to a Fund is not being disseminated as
required, the Exchange may halt trading during the day in which the interruption to the dissemination of the
Index value or IOPV occurs. If the interruption to the dissemination of the Index value or IOPV persists past
the trading day in which it occurred, the Exchange will halt trading no later than the beginning of the trading
day following the interruption.

Prospectus Delivery - Exchange members and member organizations should be mindful of applicable
prospectus delivery requirements under the federal securities laws with respect to transactions in the
Funds. In that regard, the Exchange notes that although NYSE Rule 1100(b) provides for delivery of written
descriptions to customers of Funds that have received an exemption from Section 24(d) of the Investment
Company Act, there is at this time no written description available for these particular Funds. Members and
member organizations are advised that delivery of a prospectus in lieu of a written description would satisfy
the requirements of Rule 1100(b).

Purchases and Redemptions in Creation Unit Size - Exchange members and member organizations are
hereby informed that procedures for purchases and redemptions of Shares in Creation Unit Size are
described in the Funds' prospectus and Statement of Additional Information, and that Shares are not
individually redeemable but are redeemable only in Creation Unit Size aggregations or multiples thereof.

Surveillance. All Exchange surveillances applicable to trading of equities on the Exchange will apply to trading
in the Shares of the Funds.

Questions concerning the matters discussed in this Memorandum may be addressed as follows:

General Questions on ETFs:

Michael Cavalier (212) 656-2474 (Office of the General Counsel)

Questions on:

Due Diligence Stephen A. Kasprzak (Member Firm Regulation) (212) 656-5226

Exchange Rules Daniel M. Labovitz (Market Surveillance) (212) 656-2081

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 07-03

Click to open document in a browser

January 9, 2007

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: SEC APPROVES AMENDMENTS TO RULE 104.10 REGARDING SPECIALIST STABILIZING
TRANSACTIONS

I. Purpose of the Information Memo

The purpose of this Information Memo is to advise members and member organizations that the Securities
and Exchange Commission (“SEC”) has approved amendments to the specialist stabilization requirements
set forth in NYSE Rule 104.10. In addition, the SEC has rearticulated its interpretation of the negative dealer
obligation of specialists.

The changes described in this Information Memo have been in effect since October 6, 2006 on a pilot basis
in selected stocks as part of the Phase III roll-out of the NYSE HYBRID MARKET SM (“Hybrid Market”).
Members and member organizations are advised that the portion of the stabilization rules concerning Neutral
Transactions, Non-Conditional Transactions, and Prohibited Transactions has been approved for all securities
trading at the Exchange that are subject to the Hybrid Market. Please note that the portion of the stabilization
rules relating to Conditional Transactions has been approved as a Pilot until June 30, 2007 for all securities
trading at the Exchange that are subject to the Hybrid Market.

In addition, the SEC has approved the Exchange's request to rearticulate its interpretation of the specialist's
negative obligation that the reasonable necessity of specialist trading be measured on a trade-by-trade basis.

II. Background

On October 5, 2006, in connection with the approval of Phase III of the Hybrid Market, the SEC approved
a pilot providing for changes to the NYSE's specialist stabilization rules. The pilot stabilization rules were
discussed in detail in Information Memo 06-74, dated October 6, 2006. There has been no change in the
rules as they were approved for Phase III.

III. Amended Stabilization Rules

The amended rules generally eliminate the definition of stabilization in terms of the last sale and focus instead
on market conditions, the type of trade in question, and the specialist's existing dealer-account position.

The amended stabilization rules define four types of transactions for purposes of determining the specialist
stabilization obligations. Of those four types of transactions, the SEC has approved permanent rule changes
with respect to three types of transactions:

• Neutral Transactions (Rule 104.10(5)(i)(a)(I)): Purchases or sales by which the specialist liquidates
or decreases a position;

• Non-Conditional Transactions (Rule 104.10(5)(a)(II)): Certain specialist bids or purchases and offers
or sales by which the specialist establishes or increases a position (excluding trades where the
specialist reaches across the market to trade with the Exchange bid or offer); and

• Prohibited Transactions (Rule 104.10(5)(i)(c)): During the last 10 minutes of trading, while long,
the specialist makes a purchases that would establish a new high price for that security on the
Exchange or, while short, makes a sale that would establish a new low price on the Exchange

(including securities subject to the Regulation SHO pilot 1  ).
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With respect to the fourth type of transaction, the SEC has approved a rule change on a pilot basis through
June 30, 2007:

• Conditional Transactions (Proposed Rule 104.10(6)(P3)): A specialist transaction in “active”
securities that establishes or increases a position by reaching across the market to trade with the
Exchange-published bid (in the case of specialist sales) or offer (in the case of specialist purchases)
(“Hit Bid/Take Offer”). “Active” securities are (i) securities comprising the S&P 500® Stock Index;
(ii) securities trading on the Exchange during the first five trading days following their initial public
offering; and (iii) securities that have been designated as “active” by a Floor Official.

As described more fully below, the amended stabilization rules retain the requirement that all specialist
dealings be reasonably necessary for the maintenance of a fair and orderly market. The amended rules also
require that transactions with the trend of the market be accompanied by appropriate re-entry (i.e., trading or
quoting for the dealer account) on the opposite side of the market.

A. Stabilization Requirements for Neutral Transactions

Neutral Transactions are permitted without restriction as to price. This is similar to the rule that existed
before Phase III of the Hybrid Market, but eliminates the requirement for the specialist to obtain Floor
Official approval before effecting a sale on a direct minus tick or a purchase on a direct plus tick for those
transactions. The amended rule applies to all securities that trade at the Exchange and are part of the Phase
III Hybrid Release (DBK 11.3), which substantially increases automatic executions and introduces LRPs.

Re-entry on the opposite side of the market is not required solely based on whether or not the specialist
engages in one or consecutive Neutral Transactions. But a specialist may be required to re-enter the market
in order to meet the specialist's affirmative obligation to maintain a fair and orderly market. Where re-entry is
required as part of the specialist's affirmative obligation, the re-entry trade(s) should be consistent with the
immediate and anticipated needs of the market.

B. Stabilization Requirements for Non-Conditional Transactions

Specialists may effect Non-Conditional Transactions without restriction as to price and without the need to
obtain Floor Official approval. The rule applies to all securities that trade at the Exchange and are part of the
Phase III Hybrid Release. The rule identifies seven types of Non-Conditional Transactions:

i. Match another market's better bid or offer;
ii. Bring the price of a security into parity with an underlying or related security or asset;
iii. Add size to an independently-established bid or offer on the Exchange (e.g., s-Quote added to a

pre-existing e-Quote or SuperDOT® order at the same price);
iv. Purchase at the published bid on the Exchange (e.g., PRIN Fills);
v. Sell at the published offer on the Exchange (e.g., PRIN Fills);
vi. Purchase or sell at a price that is between the Exchange-published bid and offer (e.g., price

improvement consistent with approved PI rules); and
vii. Purchase below the published bid or sell above the published offer on the Exchange (e.g., during a

“sweep”).

An over-riding theme to all of the above is that the specialist should not in any way lead the market or cause
or exacerbate a price trend. In addition, because specialists continue to have discretion over pricing of CAP
orders, they should not use such orders to lead or move the market.

Re-entry on the opposite side of the market is not required solely based on whether or not the specialist
engages in one or more Non-Conditional Transactions. But a specialist may be required to re-enter
the market in order to meet the specialist's affirmative obligation to maintain a fair and orderly market.
Where re-entry is required as part of the specialist's affirmative obligation, the re-entry trade(s) should be
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commensurate with the size of the specialist's transaction and the immediate and anticipated needs of the
market.

C. Stabilization Requirements for Conditional Transactions

The proposed rule pertaining to Conditional Transactions has been approved only as a pilot through June 30,
2007 and only for Active Securities, as defined below.

Under the pilot stabilization rule, specialists may effect Conditional Transactions in Active Securities without
restriction as to price and without Floor Official approval, provided that the transactions are followed by
appropriate re-entry on the opposite side of the market, in an amount that is commensurate with the size of
the specialist's transaction. The rule applies to specialist purchases (sales) from the Exchange published offer
(bid) that are priced above (below) the last differently priced trade on the Exchange and above (below) the
last differently priced published offer (bid) on the Exchange.

To assist specialists in determining appropriate re-entry points after one or more Conditional Transactions,
the Exchange intends to periodically issue guidelines known as “Price Participation Points” (“PPPs”) that
will identify the price at or before which the specialist is expected to re-enter the market. The PPPs are
intended as minimum guidelines only; specialists and specialist member organizations should note that
certain situations would require immediate re-entry by the specialist irrespective of the PPP. Immediate re-
entry means the specialist's next available opportunity to re-enter the market in order to provide reasonable
depth and trade-to-trade price continuity. Accordingly, compliance with the PPPs is not a guarantee that a
specialist is meeting his or her obligations.

Notwithstanding the PPP, Immediate re-entry would be required after a Conditional Transaction where the
transaction (a) is for 10,000 shares or more or a quantity of stock with a market value of $200,000 or more;
and (b) exceeds 50% of the published bid size (in the case of a sale) or offer size (in the case of a purchase).
In the event of a “sweep” transaction, each trade at a separate price in the sweep would be viewed as a
transaction with the published bid or offer for the purposes of the transactions that require immediate re-entry.

In order to satisfy their affirmative obligation, specialists may also be required to re-enter the market
immediately after a Conditional Transaction, notwithstanding the PPP, based on the price and/or the volume
of the specialist's trading in reference to the overall market in the security at the time of such trading.
Specialists and specialist member organizations should note that in such situations, the fact that there may
have been one or more independent trades following the specialist's Conditional Transaction would not
necessarily excuse the specialist's failure to re-enter immediately.

Transactions that increase or establish a specialist's position in securities that do not satisfy the definition of
Active Security are subject to Non-Conditional Transaction rules. These rules require that a specialist receive
Floor Official approval before reaching across the market or trading within the spread on a direct-plus or
direct-minus tick (for Reg SHO pilot stocks). The rule also requires specialists to obtain prior Floor Official
approval when reaching across the market and trading with greater than 50% of the published bid or offer on
a zero-plus or zero-minus tick (for Reg SHO pilot stocks).

Additionally, the stabilization pilot rules do not change the ability of specialists to effect Conditional
Transactions without restriction as to price where the specialist's purchase (sale) from the Exchange
published offer (bid) that is priced above (below) the last differently priced trade on the Exchange or above
(below) the last differently priced published offer (bid) on the Exchange. The re-entry obligations for such
trades would be the same as for Non-Conditional Transactions.

D. Designation of Securities as “Active”

The stabilizations rules define an “Active” security as (i) securities comprising the S&P 500® stock index, (ii)
securities trading on the Exchange during the first five trading days following the initial public offering of such
securities, and (iii) securities that have been designated as “Active” by a Floor Official.
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The stabilization pilot rules provide limited and enumerated reasons under which Floor Officials may
designate additional securities as “Active.” In order to designate a security as Active, the specialist firm would
have to provide the Floor Official with information to reasonably determine that the security has exhibited
exceptional trading volume and is likely to continue to sustain such higher volume during the remainder of
the trading session. A Floor Official's determination that a security should be considered “Active” would be
applicable only to the trading session on the particular day that the determination is made. In addition, while
a security could be designated as “Active” on multiple consecutive days, a determination to that effect would
have to be made each day based on the trading characteristics of the security on that day and information
provided by the specialist firm.

Note that it is incumbent on the specialist firm to provide the Floor Official with enough information to allow the
Floor Official to make a reasonable determination that a security should initially or continue to be designated
as “Active.” For example, the specialist would have to provide the evidence of earnings news, news of
significant corporate events, industry-related news, and trading data (where possible) to show evidence of
exceptional trading volume.

In the event that a Floor Official designates a security as “Active,” the Floor Official will be required to notify
NYSE Regulation's Market Surveillance Division's On-Floor Surveillance Unit (OFSU). Both the specialist and
the Floor Official are required to create and maintain appropriate documentation that the requested approval
was obtained.

E. Other Changes

The amended stabilization rules enact certain other changes, including the following:

• Eliminating NYSE Rule 104.10(9), which required specialists holding limit orders on the Display
Book® at two or more different prices to withdraw the offer (bid) and cross the entire amount of
stock he is purchasing (selling) as dealer at a single price; and

• Making conforming changes to NYSE Rule 104.10, including renumbering the remaining provisions
of the rule, and making corresponding conforming changes to NYSE Rules 70 and 123.

IV. Reinterpretation of the Reasonable Necessity Test

In connection with the amended stabilization rules, the SEC has rearticulated its interpretation of the
“reasonable necessity” test used to measure whether specialists' dealer trades satisfy the negative dealer
obligation. In particular, the SEC has eliminated the requirement that each trade by the dealer meet the
reasonable necessity test, and stated instead only that specialist trading must meet such a test.

Specialists should note that the negative obligation has not been eliminated. Specialists must continue to
assess their need to trade and limit their proprietary trades only to those reasonably necessary to allow the
specialists to maintain a fair and orderly market.

As a general rule, specialists effecting transactions in the dealer account should consider both the immediate
needs of the market and the anticipated needs of the market in relation to their negative obligation.
Accordingly, during both manual markets (that is, when the Exchange posts an indicator that the quote is
“auction only”) and during automated markets (that is, when the market in the specialty stock is a “fast”
market), specialists will be expected to ensure that when viewed in the context of the overall market in their
specialty securities, their dealer trades - including orders generated by algorithms and delivered to NYSE
systems via the API - constitute a course of dealings that is reasonably necessary to maintain a fair and
orderly market in accordance with section 11(b) of the Securities Exchange Act of 1934 and Rule 11b-1
promulgated thereunder, and NYSE Rule 104.

In evaluating whether a specialist and specialist member organization has acted consistently with the
negative obligation, the NYSE will consider all trading for the dealer account by the specialist on the Floor
and through the algorithm, including trading activity that constitutes a pattern and practice of inappropriate
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behavior, by, for example, dominating the market for the security (e.g., leading the market) or consistently
shutting out limit orders that could have interacted with incoming orders.

The specialist's negative obligation is discussed in greater detail in Member Education Bulletin 2006-19,
which remains in effect.

V. Books and Records

Member firms must maintain appropriate records to demonstrate compliance with these rules. When
evaluating trading under the rule, NYSE Regulation will look for proper documentation of the trades.

VI. Supervision

Specialist organizations are reminded that they are required to have adequate policies, procedures and
written supervisory procedures that are reasonably designed to detect and deter potential violation of the
provisions of the rule as described in this memo. Failure to have an adequate supervisory system in place
may result in disciplinary action.

VII. Staff Contact Information

Questions regarding the stabilization rule changes should be directed to:

Daniel M. Labovitz, Director, Market Surveillance, (212) 656-2081

Jerome Reda, Director, Market Surveillance, (212) 656-5354

John Saxton, Director, Market Surveillance, (212) 656-2324

Questions may also be directed to OFSU via the White Phone or in person at their booth in the EBR.
Questions that are not time sensitive may also be submitted to Ask Market Surveillance. (For information
about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3, which was issued on
January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  17 CFR 240.202T
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 07-02

Click to open document in a browser

January 4, 2007

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENT TO THE “TWO TICK” REQUIREMENT FOR ACTIVE CONVERSIONS UNDER
NYSE RULE 123A.30

I. Purpose

The purpose of this Information Memorandum is to advise members and member organizations that the
Securities and Exchange Commission (“SEC”) has approved an amendment to NYSE Rule 123A.30 to
eliminate the requirement that specialists obtain Floor Official approval before actively converting CAP-DI
orders at consecutive, destabilizing prices.

II. Background

NYSE Rule 123A.30 governs the manner in which a specialist elects or converts and executes certain types
of percentage orders, including CAP-DI orders. CAP-DI orders may be “converted” into limit orders to trade
with the NYSE bid or offer (a so-called “active” conversion) or to establish a new NYSE best bid or offer (a
so-called “passive” conversion), as prescribed in NYSE Rule 123A.30. When first introduced, CAP-DI orders
were converted by specialists in accordance with the instructions of the Floor broker who entered the order.
In the NYSE HYBRID MARKET(r) (“Hybrid Market”), specialists can continue to manually convert CAP-DI
orders, but in addition, CAP-DI orders will also be automatically converted and trade when the specialist
trades for its dealer account, either manually or automatically (i.e., when the specialist has algorithmically
generated a trading message or is part of a quote that is automatically executed). In those situations, CAP-DI
orders that have been entered and are capable of trading at that price are automatically converted and trade
along with the specialist.

CAP-DI orders are subject to certain restrictions on conversions to trade and quote that were intended to
minimize the specialist's ability to move the price direction of a security through the conversion of CAP-DI
orders. In particular, NYSE 123A.30 provided that a specialist could not convert CAP-DI orders

at consecutively higher or lower prices such that consecutive up or down ticks (as the case may be),
follows one another in rapid succession, unless [the specialist] obtains the prior approval of a Floor
Governor, Senior Floor Official, or Executive Floor Official (the “two-tick rule”).

But, as a result of the automatic conversion and execution process described above, it is possible for CAP-
DI orders to trade at prices inconsistent with the two-tick rule, given the inability to pause the automatic
execution of these orders to allow for compliance with a slow, manual Floor Official approval process.

III. Elimination of the two-tick rule under NYSE Rule 123A.30

In response to this situation, the SEC has approved an amendment to Rule 123A.30, effective immediately,
that eliminates the two-tick requirement for active conversions, which will enable specialists to engage
in automatic consecutive destabilizing conversions. The elimination of the two-tick rule also applies to
consecutive manual active destabilizing conversions of CAP-DI orders, but does not apply to destabilizing
manual passive conversions of CAP-DI orders.

Specialists should also note that Rule 123A.30 will continue to limit the price at which converted shares can
participate in a destabilizing transaction (i.e., no more than $.10 away from the last sale for trades of less
than 10,000 shares or $500,000 and no more than $.25 away from the last sale for trades of 10,000 shares or
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more or $500,000 or more). In addition, any trading by the specialist, whether by algorithm or because of an
automatic execution of an s-Quote, must meet the specialist's affirmative and negative obligations.

IV. Display Book Functionality

When a specialist attempts to manually convert a CAP-DI order (whether passively or actively), the display
book requires the specialist to input a Floor Official badge number before entering consecutive destabilizing
active or passive conversions of CAP-DI orders. Because programming changes to the display book to
conform with the amended rule will not be implemented immediately, the display book will continue to require
that a Floor Official badge number be input before proceeding with consecutive destabilizing conversions of
CAP-DI orders, even though approval may not actually be required.

Until further notice, specialists and specialist trading assistants should adhere to the following procedures
when manually converting CAP-DI orders:

• Where Floor Official approval is still required under the rule, the specialist must obtain prior approval
from a Floor Official and enter the approving Floor Official's badge number into the display book. This
will be the case where the specialist is engaging in consecutive destabilizing passive conversions.

• Where Floor Official approval is no longer required under the rule, the specialist should enter the
number “1” in the Floor Official badge number field in the display book. This will be the case where
the specialist is engaging in consecutive active destabilizing manual conversions, an active manual
conversion followed by a passive conversion, or a passive conversion followed by a manual active
conversion.

Specialists must keep track of when they enter consecutive destabilizing passive conversions of CAP-
DI orders, and should be aware that active destabilizing conversions of CAP-DI orders will no longer be
counted toward the two-tick test. Specialists should note as well that an active conversion between two
passive conversions does not “reset” the calculation of “consecutive” passive destabilizing conversions. As a
result, the requirement to obtain Floor Official approval would apply to two passive destabilizing conversions
separated only by an active destabilizing conversion but no meaningful independent trade.

The following chart provides examples of when Floor Official approval would be required for consecutive
manual destabilizing conversions of CAP-DI orders:

 

Conversion Sequence Floor Official Approval Required
 

Active, Active No — input “1”
 

Passive, Passive Yes — input badge number
 

Active, Passive No — input “1”
 

Passive, Active No — input “1”
 

Passive, Active, Passive Yes — input badge number
 

V. Supervision

Specialists and specialist organizations are reminded that they are required to have adequate policies,
procedures and written supervisory procedures to detect and deter potential violations of the rules described
in this memo. Failure to have an adequate supervisory system in place may result in disciplinary action.

VI. Staff Contact Information

Questions regarding the changes to NYSE Rule 123A.30 should be directed to:

Clare F. Saperstein, Market Surveillance, at (212) 656-2355 Douglas Witter, Market Surveillance, at
(212) 656-4875, or Deanna Logan, Office of the General Counsel, at (212) 656-2389.

Questions regarding display book functionality should be directed to:
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Paul Desroches, Market Operations, at (212) 656-2485.

Questions may also be directed to OFSU via the White Phone or in person at their booth in the EBR.
Questions that are not time-sensitive may also be submitted to Ask Market Surveillance. (For information
about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3, which was issued on
January 30, 2006, if you or your firm is not already a subscriber.)

________________________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

EXHIBIT 5

Deletions in strikethrough text

Rule 123A. Miscellaneous Requirements

• • • Supplementary Material: 

* * * * *

.30 A specialist may accept one or more percentage orders.—

* * * * *

Special Conversion Instructions. In addition to the conversion instructions discussed immediately above,
the entering broker(s) may further instruct the specialist that he may, but shall not be required to, convert
a percentage order to buy into a regular limit order for transactions effected on “zero plus” and “plus” ticks.
Conversely, the entering broker(s) may further instruct the specialist that he may, but shall not be required
to, convert a percentage order to sell into a regular limit order for transactions effected on “zero minus” or
“minus” ticks. (These ticks are hereinafter collectively referred to as “destabilizing ticks”.) Pursuant to these
special conversion instructions, the specialist may convert a percentage order on a destabilizing tick only
where (i) the transaction for which the order is being converted is for less than 10,000 shares or a quantity of
stock having a market value of less than $500,000 and the price at which the converted percentage order is
to be executed is no more than 0.10 away from the last sale price; or (ii) the transaction for which the order
is being converted is for 10,000 shares or more or a quantity of stock having a market value of $500,000 or
more and the price at which the converted percentage order is to be executed is no more than 0.25 away
from the last sale price.

The specialist shall not execute a converted percentage order pursuant to the preceding paragraph at
consecutively higher or lower prices such that consecutive up or down ticks (as the case may be), follow one
another in rapid succession, unless he obtains the prior approval of a Floor Governor, Senior Floor Official,
or Executive Floor Official. In determining whether to grant such prior approval, the Floor Governor, Senior
Floor Official, or Executive Floor Official shall consider any changes in overall market conditions, and any
changes in buying or selling interest in the stock in question. Where a specialist reasonably believes, based
on prevailing market conditions (for example, a brief period of time where there is an influx of buying/selling
interest and a “fast market” condition) that it may be appropriate and necessary for him to convert percentage
orders, on destabilizing ticks, in a series of trades which, while not consecutive, may be effected within a
short period of time, the specialist shall first seek the approval of a Floor Governor, Senior Floor Official, or
Executive Floor Official. In granting such approval, the Floor Governor, Senior Floor Official, or Executive
Floor Official should, based on his evaluation of the buying/selling and contra-side interest in the market,
determine a price a reasonable amount away from the market, to which price the specialist may convert
percentage orders in a series of non-consecutive trades. As this price is approached, the specialist shall
again consult with a Floor Governor, Senior Floor Official, or Executive Floor Official who will re-evaluate the
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situation at that time. Any subsequent approvals by the Floor Governor, Senior Floor Official, or Executive
Floor Official shall follow the principles discussed immediately above.

The specialist may convert a percentage order on a stabilizing tick to make a bid or offer in such size as he
deems appropriate. The specialist may convert a percentage order on a destabilizing tick to make a bid or
offer in such size as he deems appropriate to add size to prevailing bid or offer.

In addition, the specialist may, except as provided below, convert a percentage order on a destabilizing tick
to establish a new bid in such size as he deems appropriate, (i) immediately following a transaction where
such transaction has cleared the Floor of bids and offers, or (ii) to narrow the quotation spread, provided
that no such bid may be more than 0.10 of a point higher than the last sale. The specialist's conversion of a
percentage order to establish a new bid pursuant to (i) and (ii) above shall be further subject to the following
conditions:

1) Where the specialist has converted a percentage order to buy on a destabilizing tick as otherwise
permitted by this rule, he may not convert a percentage order to buy to establish a new bid at a price
which is higher than the price of the transaction, unless there is an intervening transaction at a price
that is independent of the price established by the specialist through the conversion of a percentage
order.

2) Where the specialist has converted a percentage order to buy to establish a new bid that is higher
than the last sale price, with the result that a transaction is effected at the bid price, he may not convert
a percentage order to buy to participate in a trade as otherwise permitted by this rule, unless there
is an intervening transaction at a price that is independent of the price established by the specialist
through the conversion of a percentage order.

3) Where the specialist has converted a percentage order to buy to establish a new bid that is higher
than the last sale, he may not convert a percentage order to subsequently establish a higher bid,
unless there is an intervening transaction at a price independent of the price established by the
specialist through the conversion of a percentage order.

The same principles shall apply in the case of a specialist's conversion of percentage orders to sell. With the
prior approval of a Floor Governor, Senior Floor Official, or Executive Floor Official, the specialist may convert
a percentage order to make a destabilizing bid or offer at a price which would otherwise be prohibited under
the limitations and conditions stated above.

Any percentage order or portion thereof converted to make a bid or offer shall be considered as a limit order
on the book and will be ahead of other limit orders subsequently received by the specialist at that price, and
any such bid or offer made pursuant to such order shall have the same standing in the market as would
be provided any other bid or offer under the Exchange's auction market rules and procedures dealing with
priority, parity, and precedence. Where the specialist has converted a percentage order to make or add
to a bid (offer) as permitted by this rule, and subsequently additional buying or selling interest enters the
market and establishes a different higher bid (lower offer), the original converted order or portion thereof
shall retain its status on the book as a limit order at the price at which it was converted. However, unless the
order has been converted at its maximum limit price, if a transaction is effected upon such higher bid (lower
offer), and another bid (offer) is made at a price higher (lower) than such transaction, the original converted
order or portion thereof shall be treated as a cancelled order on the book and revert to its original status as
a percentage order subject to subsequent election or further conversion as permitted by this rule. Where
the specialist has converted a percentage order to make or add to a bid or offer as permitted by this rule,
and subsequently additional size is added to a prevailing bid or offer on the opposite side of the market from
the converted percentage order, or a different bid or offer is established on the opposite side of the market
from the converted percentage order, the specialist may cancel the converted order or portion thereof if he
intends to reconvert the order to trade with the interest on the opposite side of the market, and such trade is
otherwise permitted by this rule. The specialist must document the status of a converted percentage order on
the book as a limit order at the price it was converted.
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Notwithstanding the provisions of this Rule permitting percentage orders to be converted on destabilizing
ticks, where a member holds orders of 10,000 shares or more or a quantity of stock having a market value
of $500,000 or more (whichever is less) to buy or sell a particular stock which he proposes to cross at or
within the prevailing market, the specialist may not, unless asked to do so by the member with the cross
(assuming the cross is at or within the 0.25 point price parameter of this Rule), convert any percentage order
on a destabilizing tick for execution in such proposed cross transaction unless the specialist can (at or within
the 0.25 of a point price parameter specified in this Rule, and within the limit price of the order) provide a
better price to one side or the other of the proposed cross.

When the specialist is holding one or more percentage orders with special instructions permitting conversions
on destabilizing ticks as provided in this Rule, and a member who holds orders to buy and sell 10,000 shares
or more or a quantity of stock having a market value of $500,000 or more (whichever is less) proposes to
cross such orders at or within the prevailing market, the specialist shall not, unless asked to do so by the
member with the cross, trade for his own account with either the bid or the offer side of such cross (as the
case may be), where the effect of such proprietary trade would be to establish a new last sale price, and
thereby extend the 0.25 point price parameter specified in this Rule.

In any situation where the specialist is taking or supplying for his own account the security named in a
percentage order entrusted to him, the specialist and the entering broker shall comply with the procedures for
confirmation of transactions specified in Exchange Rule 91.10.

When converting a percentage order into a limit order, the specialist shall give priority to conventional limit
orders on his book at that price on the same side of the market, which orders were entered before the
conversion. This means that the converted percentage order may receive an execution at any particular price
only after all such conventional limit orders on the book at that price are satisfied.

The entering broker may permit the specialist to be on parity with his order. However, when the specialist is
handling more than one percentage order, he may not be on parity with any such order unless permission
has been obtained from all brokers for whom he is holding percentage orders in the particular stock. If a
specialist is on parity with one or more percentage orders, at no time may the specialist participate for his
own account in an amount in excess of what each percentage order would receive, except that the specialist
may participate for his own account to an extent greater than any particular percentage order where the size
specified on such order has been satisfied. A specialist on parity with a percentage order remains subject
to the limitations in Exchange Rule 104.10 as to transactions for his own account effected on destabilizing
ticks. A specialist on parity with a percentage order shall inform the entering broker at the time the order is
entered, whether or not he intends to buy or sell, as the case may be, along with the order. Specialists must
make every effort to execute percentage orders in amounts which correspond as nearly as possible to the
percentage specified therein.

The elected portion of a percentage order shall be handled as a new limited price order and shall take its
place on the specialist's book as though it were a new order received at the time of the electing transaction.
When a specialist holds more than one percentage order each individual order shall be elected to the extent
of the full amount of the electing transaction; except that percentage orders held by a specialist shall not be
elected by any portion of volume which results from the execution of a previously elected or converted portion
of a percentage order that is on the same side of the market.

All percentage orders and special instructions related thereto, and any modifications or cancellations thereof
shall be in writing.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

551

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE91.10/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 07-01

Click to open document in a browser

January 3, 2007

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW RULE 80A COLLARS AND RULE 80B CIRCUIT BREAKER LEVELS FOR FIRST
QUARTER 2007

EFFECTIVE January 1, 2007 through March 31, 2007

• Rule 80A restrictions on index arbitrage trading in component stocks of the S&P 500 Stock Price Index will
be imposed when the NYSE Composite Index (also known as NYA) is above or below its closing value on
the previous trading day by:

180 points or more

• Rule 80A restrictions will be removed when the NYSE Composite Index is above or below its closing value
on the previous trading day by:

90 points or less

• Index arbitrage order entry restrictions will be re-imposed each time the NYSE Composite Index advances
or declines

180 points from the prior day's close.

• Rule 80B trading halts will be triggered when the Dow Jones Industrial Average (“DJIA”) declines below its
closing value on the previous trading day by:

1,250 points (Level 1)

2,500 points (Level 2)

3,700 points (Level 3)

Rule 80A

Whenever Rule 80A collars are in effect due to a decline in the NYSE Composite Index, all index arbitrage
orders to sell any component stock of the S & P 500 Stock Price Index must be marked “sell plus”; and
whenever the collars are in effect due to an advance in the NYSE Composite Index, all index arbitrage
orders to buy must be marked “buy minus.” Members and member organizations are advised that if an index
arbitrage order or any of its components is unexecuted at the time the collar is invoked, such order(s), if they
do not already carry stabilizing tick instructions, must be cancelled and may be reentered with stabilizing tick
instructions.

Rule 80B

Whenever a Rule 80B circuit breaker is in effect, trading in all stocks on the Exchange will halt for the time
periods specified below.

Level 1 Halt

a) before 2:00 p.m. - one hour;

b) at 2:00 p.m. or later but before 2:30 p.m. - 30 minutes;
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c) at 2:30 p.m. or later - trading shall continue, unless there is a Level 2 Halt.

Level 2 Halt

a) before 1:00 p.m. - two hours;

b) at 1:00 p.m. or later but before 2:00 p.m. - one hour;

c) at 2:00 p.m. or later - trading shall halt and not resume for the remainder of the day.

Level 3 Halt

at any time - trading shall halt and not resume for the remainder of the day.

A complete discussion of the calculation of trigger values for Rule 80B was published in Information Memo
No. 98-15, dated April 13, 1998.

Questions concerning this bulletin should be directed as follows:

Daniel Labovitz, Director, Market Surveillance, at (212) 656-2081, or Douglas Witter, Senior Special Counsel,
Market Surveillance, at (212) 656-4875.

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance
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December 21, 2007

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: MOC/LOC Obligations In Connection With Scheduled Early Closings

** Please Be Sure To Show This Information Memo To Your Compliance Officer **

I. Purpose

The purpose of this Information Memo is to remind all NYSE members and member organizations that on
any day that the scheduled close of trading on the NYSE is earlier than 4:00 p.m., the cutoff time for the
entry of MOC/LOC orders will be 20 minutes before scheduled closing time. Likewise, the cutoff time for the
cancellation of MOC/LOC orders will be 20 minutes before scheduled closing time. Cancellations of MOC/
LOC order for order entry errors will be allowed up to ten minutes prior to the scheduled closing time.

These provisions will apply to the scheduled early close of trading on December 24, 2007 and December 31,
2007.

II. Background

Market-on-Close (“MOC”) orders are to be executed in their entirety at the closing price. If not executed due
to a trading halt or because of their terms (e.g., buy minus, sell plus), these orders will be cancelled.

A Limit-on-Close (“LOC”) order is one that is entered for execution at the closing price, provided that the
closing price is at or within the limit specified. They are prioritized on the Display Book by time of entry and go
behind all other orders on Book at that price, regardless of when such other orders are received. LOC orders
with prices that are better than the closing price in the subject security are guaranteed an execution unless
there is a trading halt in the security or because of their terms (e.g., buy minus, sell plus). LOC orders limited
at the closing price are not guaranteed an execution.

III. MOC/LOC Order Entry

In order to minimize excess market volatility that may be associated with large MOC/LOC orders that are
entered near the close, and to allow sufficient time to attempt to offset large imbalances of MOC/LOC orders,
NYSE Rule 123C establishes a deadline of 3:40:00 p.m. for the entry of all MOC/LOC orders in all stocks
on all trading days except for those orders entered to offset imbalance publications, or on either side of the
market if a regulatory halt is in effect at 3:40 p.m. or occurs after that time. On days for which the scheduled
close of trading on the NYSE is earlier than 4:00 p.m., the cutoff time for the entry of MOC/LOC orders will be
20 minutes before scheduled closing time.

IV. MOC/LOC Cancellations

NYSE Rule 123C further establishes that between 3:40 p.m. and 3:50 p.m., MOC/LOC orders are irrevocable,
except to correct an order entry error (e.g., side, size, symbol, price or duplication of an order), or when a
regulatory trading halt is in effect at, or occurs after, 3:40 p.m. Cancellations of MOC/LOC orders as a result
of a regulatory halt are permitted until 3:50 p.m. or until the stock reopens, whichever occurs first. After 3:50
p.m., cancellation or reduction in size of MOC/LOC orders will not be permitted for any reason, including in
case of order entry error. On days for which the scheduled close of trading on the NYSE is earlier than 4:00
p.m. the cutoff time for the cancellation of MOC/LOC orders will be 20 minutes before the scheduled closing
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time. Cancellations of MOC/LOC orders for order entry errors will be allowed up to ten minutes prior to the
scheduled closing time.

V. NYSE Regulation Staff Contacts

Questions concerning this Information Memo should be addressed to:

Carol Krusik, Director, Market Surveillance, at (212) 656-4597

Brett Kofman, Director, Market Surveillance, at (212) 656-2041 or

Michael Bernardo, Director, Market Surveillance, at (212) 656-4735

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at Booth
Z. Questions that are not time sensitive may also be submitted to Ask Market Surveillance. (For information
about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3, which was issued on
January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

John F. Malitzis

Senior Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
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December 29, 2006

   ATTENTION: CHIEF EXECUTIVE OFFICER, FINANCIAL & OPERATIONS OFFICER, MANAGING
PARTNERS, CREDIT AND MARGIN DEPARTMENTS, COMPLIANCE AND LEGAL DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: IMPACT ON REGULATORY REQUIREMENTS DUE TO SECURITIES MARKETS CLOSURE
ON JANUARY 2, 2007

The New York Stock Exchange (“Exchange”) will be closed on Tuesday, January 2, 2007, in observance of
the national day of mourning for former President Gerald Ford.

On April 8, 2005, the Exchange issued Information Memo Number 05-25, a copy of which is attached. This
memo details guidelines to be followed by member organizations in the event of an unexpected closure of
exchanges and securities market places.

DTCC will be open to settle transactions. The Exchange has received numerous questions regarding the
impact of our closure on regulatory and other requirements. For regulatory purposes, in regards to the
applicable requirements pursuant to SEA Rules 15c3-1, 15c3-3, and 17a-5, NYSE Rule 431 and FRB
Regulation T, member organizations should treat Tuesday, January 2 nd as a regular business day.

The following examples illustrate regulatory compliance in considering Tuesday, January 2 nd, as a regular
business day:

SEA Rule 15c3-1: For aging purposes in determining net capital charges (fail to deliver, suspense charges,
etc) January 2 nd should be considered a regular business day.

SEA Rule 15c3-3: (1) The weekly reserve formula computation should be prepared as of close of business
on Friday, December 29, 2006, with the deposit requirement (if any) to be made by 10:00am on Wednesday,
January 3 rd.

(2) For purposes of possession or control requirements, if required, bank loan and stock loan recalls
should be effected on January 2 nd.

FRB Regulation T: Margin extensions due on Tuesday, January 2 nd, can be filed either on that day or on
Wednesday, January 3 rd, (as of January 2 nd). All subsequent extensions should be filed on the normal due
date, counting January 2 nd as a business day. However, if the request for an extension has expired or is
denied, January 2 nd should be treated as a non-business day since securities cannot be liquidated when
the primary market where the securities are traded is closed. The same procedure should be followed for
paragraph (m) extensions pursuant to SEA Rule 15c3-3.

NYSE Rule 431: For maintenance margin calls, pursuant to NYSE Rule 431(f)(6), January 2 nd should be
counted as a regular business day.

The following will be permissible exceptions to applicable rules and regulations as noted.

FRB Regulation T: Extensions required on DK'd COD transactions due on January 2 nd can be filed either
on January 2 nd or on Wednesday, January 3 rd (as of January 2 nd). If January 2 nd falls within the granted
two-day extension period, then member organizations may treat January 2 nd as either a business day or a

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

556

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P06-88%2909013e2c855b3b52?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/05-25/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE15c3-1/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE15c3-3/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE17a-5/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE431/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE15c3-1/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE15c3-3/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE15c3-3/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE431/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE431%28f%29%286%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


non-business day. All subsequent extensions should be filed on the normal due date, counting January 2 nd

as a business day. However, if the request for an extension has expired or is denied, January 2 nd should
be treated as a non-business day since securities cannot be liquidated when the primary market where the
securities are traded is closed.

SEA Rule 17a-5: For purposes of determining the December 2006 FOCUS Report due date, January 2 nd

should not be considered as a business day.

For securities lending, it is understood that the business will continue to operate as usual on January 2 nd,
even though the primary securities markets will be closed.

On a case-by-case basis, the Exchange will consider a request for relief from regulatory requirements
resulting from the closing of the securities markets on January 2, 2007. In cases where undue hardship can
be demonstrated, member organizations should contact their Finance Coordinator to discuss the specific
relief sought and the reason for such relief.

Questions relating to NYSE Rule 431 and FRB Regulation T should be directed to Steve Yannolo at (212)
656-2274. All other questions should be directed to your Finance Coordinator.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Attachments

Information Memo

New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005

Member Firm Regulation

NYSE

Number 05-25

April 8, 2005

ATTENTION: CHIEF EXECUTIVE OFFICER, FINANCIAL & OPERATIONS OFFICER, MANAGING
PARTNERS, CREDIT AND MARGIN DEPARTMENTS, COMPLIANCE AND LEGAL DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: UNEXPECTED CLOSE OF EXCHANGES AND SECURITIES MARKET PLACES

Infrequently, the Exchanges and securities market places are unexpectedly closed for business, such as for
a national day of mourning in memory of a former U.S. President. However, the Federal Reserve regional
banks, other banks and DTCC may elect to remain open for clearance and settlement of securities. Such an
occurrence was on June 11, 2004 for the funeral of former President Ronald Reagan.

In anticipation of future events similar to that which occurred on June 11, 2004, regarding the applicability
of various regulations, the Exchange has outlined guidelines to be followed by its members and member
organizations in the event that such an “Unexpected Close” (“that day”) should occur again.
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1. For regulatory purposes, in regards to the applicable requirements pursuant to SEA Rules 15c3-1
and 15c3-3, NYSE Rule 431 and FRB Regulation T, members and member organizations should
consider the day the Exchange is closed (“that day”), but the banks and DTCC are open, as a
regular business day for the following:

(A) SEA Rule 15c3-1 (Net Capital)

For aging purposes, in determining net capital charges (fail to deliver, suspense charges,
etc.), “that day” should be considered as a regular business day.

(B) SEA Rule 15c3-3 (Reserve Formula and Possession or Control)

(1) If “that day” occurs on a Friday, the weekly reserve formula computation should
be prepared, as usual, as of close of business on Friday, with the deposit
requirement (if any) to be made by 10:00 A.M. on the second business day
following the computation date.

(2) If “that day” occurs on the normal month-end date, the reserve formula
computation should be prepared, as usual, as of close of business on the month-
end date with the deposit requirement (if any) to be made by 10:00 A.M. on the
second business day following the computation date.

(3) For purposes of possession or control requirements, bank loan and stock loan
recalls, if required, should be effected on “that day”.

(C) FRB Regulation T (Extensions)

Margin extensions due on “that day” can be filed either on “that day” or on the next
business day (as of “that day”). All subsequent extensions required to be filed after “that
day” should be filed on the normal due date, counting “that day” as a business day.
However, if the request for an extension has expired or is denied, “that day” should be
treated as a non-business day since securities cannot be liquidated when the primary
market where the securities are traded is closed.

(D) NYSE Rule 431 (Margin Calls)

For maintenance margin calls, pursuant to NYSE Rule 431(f)(6), “that day” should be
counted as a regular business day.

(E) FRB Regulation T (DKs on COD Deliveries)

Extensions on DK'd COD transactions due on “that day” can be filed either on “that day”
or on the next business day (as of “that day”). If “that day” falls within the granted two-day
extension period, then members and member organizations may treat “that day” as either
a business day or a non-business day. All subsequent extensions should be filed on the
normal due date, counting “that day” as a business day. However, if the request for an
extension has expired or is denied, “that day” should be treated as a non-business day
since securities cannot be liquidated when the primary market where the securities are
traded is closed.

(F) SEA Rule 15c3-3(m) (Sell Order Extensions)

Extensions on customers' sell orders under SEA Rule 15c3-3(m) due on “that day” can
be filed either on “that day” or on the next business day (as of “that day”). All subsequent
extensions should be filed on the normal due date, counting “that day” as a business day.
However, if the request for an extension has expired or is denied, “that day” should be
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treated as a non-business day since securities cannot be purchased when the primary
market where the securities are traded is closed.

(G) NYSE Rule 431(f)(8)(B)(iv)(5) (Day Trading Requirements)

Funds deposited into a day trader's account to meet the minimum equity or maintenance
margin requirements of NYSE Rule 431(f)(8)(B) cannot be withdrawn for a minimum
of two business days following the close of business on the day of deposit. In this
determination, “that day” should be counted as a business day.

2. For regulatory purposes, in regards to the applicable requirements pursuant to SEA Rules 17a-5(a)
and (b), members and member organizations should consider the day the Exchange is closed ('that
day”) as a non-business day for the following:

(A) SEA Rule 17a-5(a) (FOCUS Report)

For purposes of determining the FOCUS Report due date, “that day” should not be
considered as a business day.

(B) SEA Rule 17a-5(b)

For filing a report upon termination of membership interest, “that day should not be
considered as a business day.

3. For purposes of SEA Rule 15c3-3 (Reserve Formula Computation), if “that day” occurs on a Friday
or on a month-end date and money markets funds are closed, the SEC has granted two options to
members and member organizations when computing its reserve formula:

(A) Recording of Bookkeeping Entries on Liquidation/Sweep of Money Market Funds:

The member or member organization can decide to record the bookkeeping entries on the
liquidation of customers' money market funds or on the sweep of customers' balances into
money market funds that are not open on “that day”. The member or member organization
can net the receivable and the payable only between the same family of funds. If this
netting results in a net receivable from the fund, nothing further needs to be done. In
addition, any unsecured receivables due from the money market fund, may be considered
as an allowable asset for net capital purposes for “that day” only if the following conditions
are met:

(1) The broker-dealer has control over the money market fund; and
(2) The customer of the broker-dealer cannot access the fund; and
(3) The broker-dealer must receive the money from the fund on the next business

day.
However, if recording the bookkeeping entries results in a net payable to the fund, that
amount needs to be locked up on “that day” into the broker-dealer's 15c3-3 Reserve
Bank Account. A separate 15c3-3 Reserve Bank Account need not be set up for this
deposit. The required deposit can be made into the brokerdealer's already established
15c3-3 Reserve Bank Account. The funds can then be withdrawn on the next business
day, directly from the 15c3-3 Reserve Bank Account, to pay the money market fund. The
amount of funds deposited and the subsequent withdrawal for payment of such funds
must be separately identified on the broker-dealer's records. In this option, the reserve
formula computation as of close of business of “that day” would not include the customers'
free credit balances, nor would it include any customer debits related to trades that settled
on “that day” who had money market positions.

Whether the reserve formula computation of “that day” results in an excess of total debits
over total credits or in an excess of total credits over total debits has no impact on the
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requirement that any net payable to a money market fund must be locked up into a 15c3-3
Reserve Bank Account on “that day”.

(B) Non-Recording of Bookkeeping Entries on Liquidation/Sweep of Money Market
Funds:

The member or member organization can decide not to record the bookkeeping entries
on the liquidation of customers' money market funds or on the sweep of customers'
balances into money market funds that are not open on “that day”. Therefore, the reserve
formula computation as of the close of business “that day” would include customers free
credit balances that were not swept, as well as, customer debits relating to their trades
that settled on “that day”, even though the customers had money market positions. The
member or member organization can, if needed, use the securities of the customers who
had debit balances in their customer accounts to finance its business.

4. For securities lending, it is understood that the business will continue to operate as usual on “that
day”, even though the primary securities markets will be closed.

5. On a case-by-case basis, the Exchange will consider a request for relief from regulatory
requirements resulting from the closing of the securities markets on “that day”. In cases where
undue hardship can be demonstrated, members and member organizations should contact their
Finance Coordinator to discuss the specific relief sought and the reason for such relief.

Questions regarding this Information Memo should be directed to your Finance Coordinator.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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   ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: SIPC INFORMATION FOR CUSTOMERS

The Securities and Exchange Commission (“SEC”) has approved 1   amendments to NYSE Rule 409
(“Statements of Accounts to Customers”) which require member organizations to add a legend to customer
statements of account advising customers to report promptly any inaccuracy or discrepancy in that person's
account to his or her brokerage firm, and a new Rule 409A requiring that member organizations advise
customers, in writing, of the availability of information regarding the Securities Investor Protection Corporation
(“SIPC”). The SEC recently approved comparable amendments to NASD Rule 2340 (“Customer Account

Statements”). 2 

The NYSE will grant a six month grace period for the effective date of this rule change to allow member
organizations to utilize already printed stock of account statements and place orders for new statement forms.
Thus, the amendments to Rule 409 and new Rule 409A will be effective as of May 31, 2007. The amended
and new rule texts are attached as Exhibit A.

Background

NYSE Rule 409 requires member organizations to send statements of account to customers showing security
and money positions and entries at least quarterly to all accounts having an entry, money or security position
during the preceding quarter, absent Exchange permission to the contrary.

In May 2001, the U.S. Government Accountability Office (“GAO”) issued a report which made certain
recommendations to the SEC and SIPC regarding ways to improve the information available to the public

about SIPC and the Securities Investor Protection Act (“SIPA”). 3   One of the recommendations included
in the report suggested that self-regulatory organizations explore actions to include information on periodic
statements to inform investors that they should document, in writing, any unauthorized trading activity. The
GAO expressed that these disclosures are of utmost importance because, in the event a brokerage firm goes
into a liquidation administered by SIPC, SIPC and the SIPC trustee generally will assume that the brokerage
firm's records are accurate, unless the customer is able to prove otherwise. The SIPC Brochure states that if
customers discover an error in a confirmation or account statement, they should immediately bring the error
to the attention of the brokerage firm, in writing, and keep a copy of the writing because, if there is a problem
with the account records kept by the brokerage firm, the customer will have to prove that the records are
inaccurate, or the SIPC trustee will assume that the brokerage firm's records are correct.

Amendments

Rule 409

In response to the GAO recommendations, the Exchange has amended NYSE Rule 409 to add new section
(e)(2) which requires member organizations to include a legend on customer account statements advising
customers to promptly report any inaccuracy or discrepancy in their account statement to their brokerage
firm. Given that the purpose of this information is to advise the member organization of possible unauthorized
transactions, customers must not be referred back to their account executive for such notification, and
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accordingly customers should be given a different address and telephone number for such communications.
Where the account is subject to a clearing agreement under NYSE Rule 382, the legend must advise the
customer to send the notification to both the introducing and the clearing firm. The legend must further advise
the customer that any oral communications with either the introducing firm or the clearing firm should be re-
confirmed, in writing, in order to protect the customer's rights, including rights under the SIPA.

Where account statements are delivered electronically, this legend may also be delivered electronically,
provided it is on the same screen as the account statement, and the customer is not required to use a “click-
through” process to bring it up on the screen. The legend on the account statement will encourage customers
to submit a written record of any possible unauthorized trading activity, unrecorded dividend payments, and

unaccounted cash positions in their accounts. 4   In addition, it is expected to generally heighten customer
awareness regarding information reflected on their statements and emphasize the importance of creating
written documentation that could prove helpful in the event of a SIPC liquidation to further evidence an
assertion that the broker-dealer's records are incorrect.

In proposing the amendments to NYSE Rule 409, the Exchange noted that the disclosure requirement would
not impose any limitation on a customer's right to raise concerns regarding inaccuracies or discrepancies
in his or her account at any time, either in writing or orally. Further, a customer's failure to promptly raise
such concerns, either in writing or orally, would not preclude a customer from reporting any inaccuracy or
discrepancy in his or her account during any SIPC liquidation of his or her brokerage or clearing firm.

Rule 409A

New Rule 409A requires member organizations to advise each customer, in writing, upon the opening of an
account and at least annually thereafter, that they may obtain information about SIPC, including the SIPC
Brochure, by contacting SIPC. Such notifications must provide the website address and telephone number
of SIPC. If a clearing agreement pursuant to NYSE Rule 382 exists, the requirements of the new rule may be
delegated to either the introducing firm or the clearing firm.

The Exchange reminds its member organizations that an SEC interpretation requires the name and telephone
number of a responsible individual at the clearing firm whom a customer can contact with inquiries regarding

his or her account to be included in each account statement. 5   In addition, it would be beneficial for member
organizations to include on account statements both introducing and clearing firm contact information
sufficient to allow investors to timely report unauthorized transactions or other account discrepancies to both
brokerage firms (if the brokerage firms are different).

Questions regarding this Information Memo may be directed to Gregory Taylor at (212) 656-2920.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Attachments

Exhibit A

Additions underlined.

Deletions [bracketed].

Rule 409.

Statements of Accounts to Customers

(a) through (d) - No change.
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(e) Each statement of account sent to a customer pursuant to this rule shall include the following:

(1) [bear a] A legend [as follows] that reads: “A financial statement of this organization is available for your
personal inspection at its offices, or a copy of it will be mailed upon your written request.”

(2) A legend that advises customers to report promptly any inaccuracy or discrepancy in that person's
account to his or her brokerage firm. If a customer's account is subject to a clearing agreement pursuant to
Rule 382, the legend must advise that such notification be sent to both the introducing firm and the clearing
firm. The legend must also advise the customer that any oral communications with either the introducing firm
or the clearing firm should be re-confirmed in writing in order to further protect the customer's rights, including
its rights under the Securities Investor Protection Act (SIPA).

(f) through (g) - No change.

Supplementary Material - No change.

Rule 409A

SIPC Disclosures

Member organizations must advise each customer in writing, upon the opening of an account and at least
annually thereafter, that they may obtain information about the Securities Investor Protection Corporation
(SIPC), including the SIPC Brochure, by contacting SIPC, and shall provide the Web site address and
telephone number of SIPC. If a clearing agreement pursuant to Rule 382 exists, the requirements of this rule
may be delegated to either the introducing firm or the clearing firm.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Exchange Act Release No. 54904 (December 8, 2006), 71 FR 75600 (December 15, 2006);
SRNYSE-2005-09.

2  See Exchange Act Release No. 54411 (September 7, 2006), 71 FR 54105 (September 13, 2006), as
corrected by Exchange Act Release No. 54411A (October 6, 2006), 71 FR 61115 (October 17, 2006);
SR-NASD-2004-171. As to timing, see Exchange Act Release No. 54872 (December 5, 2006), 71 FR
75285 (December 14, 2006); SR-NASD-2006-128.

3  See Securities Investor Protection: Steps Needed to Better Disclose SIPC Policies to Investors
(GAO-01-653).

4  As noted above, such contact information should not be that of the account executive handling the
account.

5  In its November 24, 1992 release announcing "Final Rule Amendments" to its net capital rule, the SEC's
Division of Market Regulation stated that it has interpreted the net capital rule and SEC Rule 15c3-3 to
require that, among other things, clearing firms must issue account statements directly to customers,
and that each statement must contain the name and telephone number of a responsible individual at
the clearing firm whom a customer can contact with inquiries regarding the customer's account. See
Exchange Act Release No. 31511 (Nov. 24, 1992), 57 FR 56973 (Dec. 2, 1992) (S7-28-89).
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December 21, 2006

   ATTENTION: CHIEF EXECUTIVE OFFICER, FINANCIAL & OPERATIONS OFFICER, MANAGING
PARTNERS, CREDIT AND MARGIN DEPARTMENTS, COMPLIANCE AND LEGAL DEPARTMENTS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO NYSE RULES 431 AND 726 THAT EXPAND CUSTOMER PORTFOLIO
MARGINING

On December 12, 2006, the Securities and Exchange Commission (“SEC”) approved 1   additional
amendments to NYSE Rule 431 (“Margin Requirements”) that permit the application of portfolio margin to
an expanded universe of eligible products. In addition, amendments to NYSE Rule 726 (“Delivery of Options
Disclosure Document and Prospectus”) eliminate the sample portfolio margining risk disclosure statement
from the Rule. However, the Rule will continue to require member organizations to provide customers with
a written disclosure statement in a form prescribed by the Exchange, as well as to receive from customers
a signed acknowledgement, in a form to be published at a later date. The amendments are effective April 2,
2007.

Background

On July 14, 2005, the SEC approved, 2   on a pilot basis expiring July 31, 2007, 3   amendments to Rule 431
to permit the application of a prescribed risk-based margin requirement (“Portfolio Margin”) to certain eligible
products (including listed broad based securities index options, warrants, futures, futures options and related

exchange traded funds) as an alternative to strategy-based margin requirements. 4   Amendments to Rule
726 were also approved requiring disclosure to, and written acknowledgment from, customers in connection
with the use of portfolio margin. These amendments are referred to herein as the Initial Pilot Program.

On July 11, 2006, the SEC approved additional amendments 5   to Rule 431 that:

1) Expanded the scope of products eligible for portfolio margining and cross-margining; and

2) Conformed customer disclosure requirements under Rule 726 to comply with this expansion; and

3) Modified certain net capital requirements in connection with the maintenance of portfolio margin accounts.

Collectively these amendments are referred to herein as the Expanded Pilot. The Expanded Pilot expanded
the scope of products eligible for portfolio margining and cross-margining to include listed security futures
and listed single stock options. Further, the Expanded Pilot permitted pilot program participants to effect
transactions solely in security futures and listed single stock options without maintaining the $5 million equity
requirement applicable to effecting transactions in all other eligible products.

Recent Amendments

Expansion of Eligible Products / Equity Requirement for Pilot Participants

As amended, the scope of products eligible for portfolio margining has been expanded to include all margin

equity securities 6   and all equity-based listed options, unlisted derivatives and security futures products.
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In addition, the number of eligible pilot program participants has been increased by eliminating the $5 million
dollar minimum equity requirement, except for those participants that establish and maintain positions in
unlisted derivatives.

Elimination of the Cross-Margin Account

The provision pertaining to the use of a cross-margin account for margining eligible securities products with
eligible commodity products has been eliminated. A single portfolio margin account is now permitted for
margining all eligible products.

Eligible Products not Part of a Hedge Strategy

Under the Initial and Expanded Pilots, any position in an eligible product or related instrument that is not part
of a hedge strategy must be transferred to the appropriate security or commodity account within ten business
days, unless the position becomes part of a hedge strategy again. As amended, any position in an eligible
product or related instrument that is not part of a hedge strategy may be carried in a portfolio margin account.

Method of Margin Calculation

The Initial Pilot established a methodology for calculating a customer's margin requirement by “shocking”
a portfolio at ten equidistant intervals along a valuation point range representing a potential increase and
decrease for an assumed market movement in the current market value of the underlying instrument. The
range for nonhigh capitalization indexes is between an assumed market increase of 10% and decrease of
10%, and the range for high capitalization indexes is an increase of 6% and a decrease of 8%. Gains and
losses for each instrument in the portfolio are netted at each calculation point to derive a potential portfolio

wide net gain or loss. 7   The Expanded Pilot expanded the eligible products and their attendant valuation
point range to an assumed market value increase of 15% and a decrease of 15% for listed security futures
and listed single stock options. The most recent amendments increase the valuation point range to an
assumed market increase of 15% and a decrease of 15% for any other eligible product that is, or is based on,
an equity security or a narrow-based index.

Positions not Eligible for Portfolio Margin Treatment

Positions not eligible for portfolio margin treatment (except for ineligible related instruments) may now be
carried in a portfolio margin account, provided the member organization has the ability to apply the applicable
strategy-based margin requirements promulgated under Rule 431.

Day Trading in a Portfolio Margin Account

The day trading requirements under Rule 431 shall not apply to portfolio margin accounts that establish and
maintain at least $5 million dollars in equity, provided the member organization has the ability to monitor the
intra-day risk associated with day trading. Portfolio margin accounts that do not establish and maintain at
least $5 million dollars in equity will be subject to the day trading restrictions under the Rule, provided the
member organization has the ability to apply the applicable day trading requirements to a portfolio margin
account. However, if the position or positions that are day traded are part of a hedge strategy, the day trading
restrictions will not apply.

Meeting a Margin Deficiency by Liquidation

The amendment provides that member organizations should not permit an eligible participant to make a
practice of meeting a portfolio margin deficiency by liquidation. However, liquidating to eliminate a margin
deficiency that is caused solely by adverse price movements may be disregarded.
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Approval to Participate in Portfolio Margin

As with the Expanded Pilot, member organizations, for which the Exchange is the Designated Examining
Authority (“DEA”), seeking to participate in portfolio margin must provide written notification and receive

approval from the Exchange prior to establishing a portfolio margin methodology. 8   In this regard, member
organizations are expected to establish written procedures for monitoring the risk associated with portfolio
margin accounts; such procedures must incorporate a methodology for assessing any potential risk to the
member organization's capital. As previously discussed in Information Memo 06-57, the procedures must be
fully documented and should address, at minimum, the following:

• Opening of portfolio margin accounts.

• The profile of customers who will be eligible for portfolio margining, including the initial approval
process to be applied.

• A description of minimum equity requirements for each customer.

• The determination, review and approval of credit limits for each customer and across all customers.

• A description of any internal model used to determine risk in individual customer accounts, including
the documentation for this model.

• A description of correlation assumptions included in any internal models used for assessing the
adequacy of margin in a customer's account.

• A description of the stress testing scenarios that are performed on the accounts, and provide the
frequency of such testing and the results of the most recent stress test.

• Monitoring of accounts to ensure that the account contains a portfolio of hedged instruments.

• Identification of security concentrations within an account.

• Identification of concentrations in individual securities across customer accounts.

• Intraday monitoring of exposure in customer accounts.

• Detection, prevention and circumvention of day trading requirements.

• Monitoring of limitation on credit extended on portfolio margining to 1,000 percent of the member
organization's net capital.

• A description of the process for obtaining the TIMS theoretical valuation points and the process used
to compute margin requirements in individual customer accounts.

• A description of house margin requirements if they differ from the TIMS requirement.

• A description of exception reports that will be utilized to monitor margin exposure.

• A description of the escalation procedures to alert senior management of unusual risks.

• The regular review and testing of the risk analysis procedures by an independent unit such as internal
audit or other comparable group.

• If an organization would like to provide portfolio margining to customers in unlisted derivatives, the
application should include a description of the products as well as a detailed description of the credit
analysis and collateral management process that will be utilized to monitor any exposure that may
result to the broker-dealer. This information may be submitted at a later date if unlisted derivatives are
not being offered to customers on the implementation date.

Member organizations seeking approval to participate in portfolio margining must submit all relevant
supporting documentation to their finance coordinator. Such documentation must be accompanied by an
organization chart identifying those persons primarily responsible for portfolio margin risk management and
the person or persons to whom they report.
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In order for member organizations to be approved by the effective date of April 2, 2007, written notifications
must be submitted no later than February 15, 2007.

The approved rule text can be viewed on the Exchange's website at: www.nyse.com/. Select NYSE
Regulation/Rules & Interpretations/Rule Filings/NYSE Rule Filings.

Any questions regarding this Information Memo can be directed to Rudolph Verra at 212-656-2924, Steve
Yannolo at 212-656-2274, or your finance coordinator.

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Release No. 34-54918 (December 12, 2006) 71 FR 75790 (December 18, 2006) (SR-NYSE-2006-
13).

2  See Release No. 34-52031 (July 14, 2005) 70 FR 42130 (July 21, 2005) (SR-NYSE-2002-19). See also
NYSE Information Memo 05-56, dated August 18, 2005 for additional information.

3  The Exchange also plans to submit a filing to the SEC that will make the Initial and Expanded Pilots
permanent.

4  Prior to these amendments, member organizations were subject, pursuant to NYSE Rule 431, to
strategy or positioned-based margin requirements. This methodology applied specific margin percentage
requirements as prescribed in Rule 431 to each security position and/or strategy, either long or short,
held in a customer's account, irrespective of the fact that not all security prices (e.g., those of options)
change equally (in percentage terms) with a change in the price of the underlying security. When
utilizing a portfolio margin methodology offsets are fully realized, whereas under strategy or position-
based methodology, positions and or groups of positions comprising a single strategy are margined
independently of each other and offsets between them do not efficiently impact the total margin
requirement.

5  See Release No. 34-54125 (July 11, 2006) 71 FR 40766 (July 18, 2006) (SR-NYSE- 2005-93). See also
NYSE Information Memo 06-57, dated August 2, 2006 for additional information.

6  The term "margin equity security" utilizes the definition at section 220.2 of Regulation T of the Board of
Governors of the Federal Reserve System, excluding a non-equity security.

7  The price range for computing a portfolio margin requirement is the same parameter required under
Appendix A of Rule 15c3-1a under the Securities Exchange Act of 1934 for computing deductions to a
firm's net capital for proprietary positions. Currently the only theoretical model qualified pursuant to Rule
15c3-1a under the Exchange Act is the Theoretical Intermarket Margin System ("TIMS") administered by
The Options Clearing Corporation.

8  See Rule 431(g)(5)(A).
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December 21, 2006

   ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, LEGAL AND COMPLIANCE
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENT TO RULE 607 CONCERNING THE RANDOM LIST SELECTION METHOD OF
ARBITRATOR APPOINTMENT

On December 11, 2006, the Securities and Exchange Commission approved an amendment to
New York Stock Exchange (the “Exchange”) Rule 607. This amendment allows claimants to request
the Random List Selection method of arbitrator appointment in any arbitration matter not involving
customers. It does not impact the customers' ability to request Random List Selection. In all cases
involving customers, the customers' choice of arbitrator selection method always prevails.

Under the Random List Selection method of arbitrator appointment, parties are sent a randomly
generated list of arbitrators, and each party has a limited number of strikes. The Exchange will continue
to offer staff appointment of arbitrators, and to accommodate any reasonable alternative way to select
arbitrators, provided the parties agree.

The provisions of amended Rule 607 are effective as of December 15, 2006. The text of Rule 607, as
amended, is attached as Exhibit A.

Questions concerning this memorandum should be directed to Karen Kupersmith, Director of
Arbitration at (212) 656-4865.

Daniel Beyda

Chief Administrative Officer

NYSE Regulation

Attachments

Copyright 2019, NYSE Group, Inc. All rights reserved.
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December 21, 2006

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: PROHIBITION AGAINST PRE-ARRANGED TRADING

I. Purpose of the Memo

The purpose of this Information Memo is to remind members and member organizations that NYSE Rule
78 prohibits pre-arranged trades, and to advise that members and member organizations that previous
Information Memos regarding “tax-switch transactions” (e.g., Information Memo 05-102) have been rescinded
by NYSE Regulation and should not be relied upon for interpretive guidance.

II. Prohibition on Pre-Arranged Trades

Members and member organizations are reminded that NYSE Rule 78 prohibits members from executing pre-
arranged trades on the Floor. Pre-arranged trades are trades in which an offer to sell is coupled with an offer
to buy back at the same or an advanced price (or the reverse). Such trades are prohibited because they are
not actually exposed to the risk of the market; to be at the risk of the market, at the time of the first transaction
there can be no guarantee or assurance of the price of the second. Note that the period of time between the
two transactions would not of itself determine whether the trading had been effected at the risk of the market.

The prohibition in NYSE Rule 78 also applies to “switching transactions” whose purpose is to move positions
between accounts having the same beneficial ownership, unless the buy and sell order are accompanied
by an instruction not to cross those orders with each other. Failure to append the do-not-cross instruction
could result in the orders being crossed against one another, which would be a prohibited “wash” transaction.
Similarly, member organizations may not contemporaneously send a buy and a sell order in the same
security for the same beneficial owner through the Opening Automated Report System (OARS) to effect a
“switching transaction” on the opening, or through SuperDOT (DOT) to effect a “switching transaction” at the
close.

III. Previous Guidance Regarding Tax Switches is Withdrawn

Members and member organizations are advised that the Exchange is rescinding previous guidance
regarding tax switches, including guidance set forth in Information Memo 05-102.

IV. Staff contacts

Questions concerning this memorandum may be addressed to the following people:

Clare F. Saperstein, Principal Rule Counsel, Market Surveillance, at (212) 656-2355, Jerome
Reda, Director, Market Surveillance, at (212) 656-6804, or Susan Lui-Facendola, Director, Market
Surveillance, at (212) 656-4347

Questions may also be directed to OFSU via the White Phone or in person at their booth in the EBR.
Questions that are not time sensitive may also be submitted to Ask Market Surveillance. (For information
about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3, which was issued on
January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

Robert A. Marchman
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Executive Vice President

Market Surveillance
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December 20, 2006

   ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Trading of iPathSM Exchange-Traded Notes issued by Barclays Bank PLC linked to the
performance of the MSCI India Total Return IndexSM

Trading in a new product, the iPath SM Exchange-Traded Notes (symbol: INP) (the “Notes”) issued by
Barclays Bank PLC (“Barclays”) linked to the performance of the MSCI India Total Return Index SM (the
“Index”), will begin on the NYSE on December 20, 2006.

The purpose of this memorandum is to outline various rules and policies that will be applicable to trading in
this new product, including certain exemptive, interpretive and no-action positions taken by the Securities and
Exchange Commission (“SEC”), as well as to highlight the characteristics and risk of the Notes. For a more
complete description of the Notes , visit the Notes' website, www.ipathetn.com, or consult the prospectus
used in connection with the offering of the Notes (“Prospectus”).

Description of the Notes

The Notes are a series of debt securities of Barclays that provide for a cash payment at maturity or upon
earlier redemption at the holder's option, based on the performance of the Index subject to the adjustments
described below. The original issue price of each Note will be $50. The Notes will trade on the Exchange's
equity trading floor and the Exchange's existing equity trading rules will apply to trading in the Notes. The
Notes will not have a minimum principal amount that will be repaid and, accordingly, payment on the Notes
prior to or at maturity may be less than the original issue price of the Notes. In fact, the value of the Index
must increase for the investor to receive at least the $50 principal amount per Note at maturity or upon
redemption. If the value of the Index decreases or does not increase sufficiently to offset the investor fee
(described below), the investor will receive less, and possibly significantly less, than the $50 principal amount
per Note. In addition, holders of the Notes will not receive any interest payments from the Notes. The Notes
will have a term of 30 years. The Notes are not callable.

Holders who have not previously redeemed their Notes will receive a cash payment at maturity equal to the
initial issue price of their Notes times the index factor on the Final Valuation Date (as defined below) minus
the investor fee on the Final Valuation Date. The “index factor” on any given day will be equal to the closing
value of the Index on that day divided by the initial index level. The “initial index level” is the closing value of
the Index on the date of issuance of the Notes and the “final index level” is the closing value of the Index on
the Final Valuation Date.

The investor fee will be equal to 0.89% per year times the principal amount of Holders' Notes times the index
factor, calculated on a daily basis in the following manner: The investor fee on the date of issuance will equal
zero. On each subsequent calendar day until maturity or early redemption, the investor fee will increase by an
amount equal to 0.89% times the principal amount of Holders' Notes times the index factor on that day (or, if

such day is not a trading day, 1   the index factor on the immediately preceding trading day) divided by 365.

Prior to maturity, holders may, subject to certain restrictions, redeem their Notes on any Redemption Date
(defined below) during the term of the Notes provided that they present at least 50,000 Notes for redemption.
Holders may also act through a broker or other financial intermediary (such as a bank or other financial
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institution not required to register as a broker-dealer to engage in securities transactions) that is willing to
bundle their Notes for redemption with other investors' Notes. Barclays may from time to time in its sole
discretion reduce, in part or in whole, the minimum redemption amount of 50,000 Notes. Any such reduction
will be applied on a consistent basis for all holders of Notes at the time the reduction becomes effective. If
a holder chooses to redeem such holder's Notes, the holder will receive a cash payment on the applicable
Redemption Date equal to the Weekly Redemption Value, which is the initial issue price of such holder's
Notes times the index factor on the applicable Valuation Date minus the investor fee on the applicable
Valuation Date, less the redemption charge. The “redemption charge” is a one-time charge imposed upon
early redemption and is equal to 0.00125 times the Weekly Redemption Value. The investor fee and the
redemption charge are the only fees holders will be charged in connection with their ownership of the Notes.
A “Redemption Date” is the third business day following a Valuation Date (other than the Final Valuation Date
(defined below)). A “Valuation Date” is each Thursday from the first Thursday after issuance of the Notes
until the last Thursday before maturity of the Notes (the “Final Valuation Date”) inclusive (or, if such date is
not a trading day, the next succeeding trading day), unless the calculation agent determines that a market

disruption event, as described below, occurs or is continuing on that day. 2   In that event, the Valuation
Date for the maturity date or corresponding Redemption Date, as the case may be, will be the first following
trading day on which the calculation agent determines that a market disruption event does not occur and is
not continuing. In no event, however, will a Valuation Date be postponed by more than five trading days.

Any of the following will be a market disruption event: (i) a suspension, absence or material limitation
of trading in a material number of Index Components, as determined by the calculation agent in its sole
discretion, (ii) a suspension, absence or material limitation of trading in option or futures contracts relating
to the Index or a material number of Index Components in the primary market for those contracts for more
than two hours of trading or during the one-half hour before the close of trading in the relevant market, as
determined by the calculation agent in its sole discretion, (iii) the Index is not published or (iv) any other
event, if the calculation agent determines in its sole discretion that such event materially interferes with the
ability of Barclays or any of its affiliates to unwind all or a material portion of certain hedges with respect to the
Notes that Barclays or any of its affiliates have effected or may effect.

If a Valuation Date is postponed by five trading days, that fifth day will nevertheless be the date on which the
value of the Index will be determined by the calculation agent. In such an event, the calculation agent will
make a good faith estimate in its sole discretion of the value of the Index.

To redeem their Notes, holders must instruct their broker or other person through whom they hold their Notes
to take the following steps: (i) deliver a notice of redemption to Barclays via email by no later than 11:00
a.m. Eastern Time (“ET”) on the business day prior to the applicable Valuation Date; if Barclays receives
such notice by the time specified, it will respond by sending the holder a form of confirmation of redemption,
(ii) deliver the signed confirmation of redemption to Barclays via facsimile in the specified form by 4:00
p.m. ET on the same day; Barclays or its affiliate must acknowledge receipt in order for the confirmation
to be effective, (iii) instruct holder's Depository Trust Company (“DTC”) custodian to book a delivery vs.
payment trade with respect to holder's Notes on the Valuation Date at a price equal to the applicable Weekly
Redemption Value, facing Barclays Capital DTC 5101 and (iv) cause holder's DTC custodian to deliver the
trade as booked for settlement via DTC at or prior to 10:00 a.m. ET on the applicable Redemption Date (the
third business day following the Valuation Date).

If holders elect to redeem their Notes, Barclays may request that Barclays Capital Inc. (a brokerdealer)
purchase the Notes for the cash amount that would otherwise have been payable by Barclays upon
redemption. In this case, Barclays will remain obligated to redeem the Notes if Barclays Capital Inc. fails to
purchase the Notes. Any Notes purchased by Barclays Capital Inc. may remain outstanding.

If an event of default occurs and the maturity of the Notes is accelerated, Barclays will pay the default
amount in respect of the principal of the Notes at maturity. The default amount for the Notes on any day
will be an amount, determined by the calculation agent in its sole discretion, equal to the cost of having a
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qualified financial institution, of the kind and selected as described below, expressly assume all Barclays'
payment and other obligations with respect to the Notes as of that day and as if no default or acceleration had
occurred, or to undertake other obligations providing substantially equivalent economic value to the holders
of the Notes with respect to the Notes. That cost would equal: (i) the lowest amount that a qualified financial
institution would charge to effect this assumption or undertaking, plus (ii) the reasonable expenses, including
reasonable attorney's fees, incurred by the holders of the Notes in preparing any documentation necessary
for this assumption or undertaking.

During the default quotation period for the Notes (described below), the holders of the Notes and/or Barclays
may request a qualified financial institution to provide a quotation of the amount it would charge to effect
this assumption or undertaking. If either party obtains a quotation, it must notify the other party in writing
of the quotation. The amount referred to in item (i) above will equal the lowest, or, if there is only one, the
only, quotation obtained, and as to which notice is so given, during the default quotation period. With respect
to any quotation, however, the party not obtaining the quotation may object on reasonable and significant
grounds, to the assumption or undertaking by the qualified financial institution providing the quotation and
notify the other party in writing of those grounds within two business days after the last day of the default
quotation period, in which case that quotation will be disregarded in determining the default amount. The
default quotation period is the period beginning on the day the default amount first becomes due and ending
on the third business day after that day, unless: (i) no quotation of the kind referred to above is obtained or (ii)
every quotation of that kind obtained is objected to within five business days after the due date as described
above. If either of these two events occurs, the default quotation period will continue until the third business
day after the first business day on which prompt notice of a quotation is given as described above. If that
quotation is objected to as described above within five business days after that first business day, however,
the default quotation period will continue as described in the prior sentence and this sentence. In any event, if
the default quotation period and the subsequent two business day objection period have not ended before the
Final Valuation Date, then the default amount will equal the principal amount of the Notes.

Indicative Value

An intraday “indicative value” meant to approximate the intrinsic economic value of the Notes, updated
to reflect changes in currency exchange rates, will be calculated and published by a third party service
provider via the facilities of the Consolidated Tape Association at least every fifteen seconds throughout the
NYSE trading day on each day on which the Notes are traded on the Exchange. Additionally, Barclays or
an affiliate expect to calculate and publish the closing indicative value of the Notes on each trading day at
www.ipathetn.com. The last sale price of the Notes will also be disseminated over the consolidated tape,
subject to a 20- minute delay. In connection with the Notes, Barclays uses the term “indicative value” to refer
to the value at a given time determined based on the following equation:

Indicative Value = Principal Amount per Security X (Current Index Level/Initial Index Level) - Current Investor
Fee

Where:

Principal Amount per Security = $50,

Current Index Level = The most recent level of the Index published by MSCI,

Initial Index Level = The level of the Index on the Date of Issuance and

Current Investor Fee = The most recent daily calculation of the holder's investor fee with respect to the
holder's securities, determined as described above (which, during any trading day, will be the investor fee
determined on the preceding calendar day).

The Indicative Value will not reflect changes in the prices of securities included in the Index resulting from
trading on other markets after the close of trading on the NSE.

Description of the Index
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The Index is a free float-adjusted market capitalization index that is designed to measure the market
performance, including price performance and income from dividend payments, of Indian equity securities.
The Index is currently comprised of the top 68 companies by market capitalization (the “Index Components”)
listed on the National Stock Exchange of India (the “NSE”). The number of securities included in the Index will
vary over time as, in all of its country indexes, MSCI targets an 85% free float-adjusted market representation
level within each industry group. The Index is calculated by Morgan Stanley Capital International Inc. (“MSCI”)
and is denominated in U.S. dollars.

Securities eligible for inclusion in the Index include equity securities issued by companies incorporated in
India. The shares of those companies are mainly traded on the NSE. However, in cases where such prices
are not available due to the delisting from the NSE, official closing prices from the Bombay Stock Exchange
(the “BSE”) may be used. The NSE was established at the behest of the Government of India in November
1992, and the capital markets segment commenced operations in November 1994. As of the end of October
2006, there were approximately 1016 companies listed on the NSE. Trades executed on the NSE are cleared
and settled by a clearing corporation, the National Securities Clearing Corporation Limited, which acts as a
counterparty and guarantees settlement.

The weighting of a company in the Index is intended to be a reflection of the current importance of that
company in the market as a whole. Stocks are selected and weighted according to the same consistent
methodology that is applied to all MSCI Indexes, as described below. The reason for a company being
heavily weighted reflects the fact that it has a relatively larger market capitalization than other, smaller Index
Components. The Index Components are frequently reviewed to ensure that the Index continues to reflect the
state and structure of the underlying market it measures. The composition of the Index is reviewed quarterly
every January, April, July and October.

The NSE opens at 9:55 a.m. Mumbai time (12:25 a.m. ET, 5:25 a.m. London time) and closes at 3:30 p.m.
Mumbai time (6:00 a.m. ET, 11:00 a.m. London time). All of the securities included in the Index generally
trade during these hours. The Index is calculated and is updated continuously until the market closes and is
published as end of day values in U.S. dollars using the exchange rate published by WM Reuters at 4:00 p.m.
on the previous day. The Index is reported by Bloomberg, L.P. under the ticker symbol “NDEUSIA.” The Index
is static during the Exchange trading day.

Risk Factors Related to Investing in the Notes

The Notes are unsecured promises of Barclays Bank PLC and are not secured debt. The Notes are riskier
than ordinary unsecured debt securities. As stated in the Prospectus, an investment in the Notes includes the
following risks: carries certain risks:

• Even if the value of the Index at maturity or upon redemption exceeds the initial Index level,
Noteholders may receive less than the principal amount of their Notes.

• Noteholders will not benefit from any increase in the value of the Index if such increase is not
reflected in the value of the Index on the applicable valuation date.

• There are restrictions on the minimum number of Notes a Noteholder may redeem and on the dates
on which a Noteholder may redeem them.

• The market value of the Notes may be influenced by many unpredictable factors, including volatile
stock prices.

• Historical values of the Index or any Index component should not be taken as an indication of the
future performance of the Index during the term of the Notes.

• Investing in a security linked to an index based on emerging market stocks bears potential risks.

• The Notes are subject to foreign exchange risk.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

574

http://researchhelp.cch.com/License_Agreement.htm


• The liquidity, trading value and amounts payable under the Notes could be affected by the actions of
the U.S. and Indian governments

• Even though the U.S. dollar and the Indian rupee are traded around-the-clock, the Notes will trade
only during regular trading hours in the United States

• Foreign exchange rate information may not be readily available

• Changes in Barclays' credit ratings may affect the market value of the Notes.

• Noteholders will not receive interest payments on the Notes or have rights in the exchange traded
futures contracts constituting the Index components.

• There may not be an active trading market in the Notes; sales in the secondary market may result in
significant losses.

• Trading and other transactions by Barclays Bank PLC or its affiliates in instruments linked to the Index
or Index components may impair the market value of the Notes.

• The liquidity of the market for the Notes may vary materially over time.

• Barclays' business activities may create conflicts of interest.

• Barclays Bank PLC and its affiliates have no affiliation with MSCI and are not responsible for its public
disclosure of information, which may change over time.

The policies of MSCI and changes that affect the composition and valuation of the Index or the index
components could affect the amount payable on the Notes and their market value.

• The rights of Barclays Bank PLC to use the Index are subject to the terms of a license agreement

• There are potential conflicts of interest between the Noteholders and the calculation agent.

• If a market disruption event has occurred or exists on a valuation date, the calculation agent can
postpone the determination of the value of the Index or the maturity date or a redemption date.

• Concentration risks associated with the index may adversely affect the market price of the securities.

Exchange Rules Applicable to the Trading of the Notes

The Notes are considered “securities” under Exchange Rule 3 and are subject to all applicable trading rules.

Hours of Trading

Trading in the Notes will be until 4:00 p.m.

No-Action Relief Under Federal Securities Regulations and NYSE Rules

The SEC has issued no-action relief from certain provisions of and rules under the Securities Exchange
Act of 1934, as amended (the “Exchange Act”), regarding trading in other Barclays iPath securities with
structures similar to that of the Notes. See letter dated July 27, 2006, from James A. Brigagliano, Acting
Associate Director, Office of Trading Practices and Processing, Division of Market Regulation, to George H.
White (the “Letter”). The Exchange itself will rely on the relief specified in the Letter (which is summarized
below) with respect to transactions in the Notes and Barclays has advised the Exchange of its view that such
relief may be relied upon. As what follows is only a summary of the relief outlined in the Letter, the Exchange
also advises interested members to consult the Letter, for more complete information regarding the matters
covered therein.

Short Sale Rules - Transactions in the Notes will not be subject to “tick” requirements of the short sale rule of
the Commission (Rule 10a-1). Short orders must be marked SHORT or SHORT EXEMPT.

Rule 200(g) of Regulation SHO — The Letter states that the SEC Division of Market Regulation will not
recommend enforcement action under Rule 200(g) of Regulation SHO if a broker-dealer marks “short” rather
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than “short exempt” a short sale effected in the notes pursuant to the exemptions from the price test of
Rule 10a-1 that have been granted, subject to specified conditions, including that a broker-dealer executing
exempt short sales will mark such sales as “short” and in no event will such sales be marked “long”.

Regulation M Exemptions - Generally, Rules 101 and 102 of Regulation M is an antimanipulation regulation
that, subject to certain exemptions, prohibits a “distribution participant” and the issuer or selling security
holder, in connection with a distribution of securities, from bidding for, purchasing, or attempting to induce
any person to bid for or purchase, any security which is the subject of a distribution until after the applicable
restricted period, except as specifically permitted in Regulation M. The provisions of the Rules apply to
underwriters, prospective underwriters, brokers, dealers, and other persons who have agreed to participate or
are participating in a distribution of securities, and affiliated purchasers of such persons.

The Letter states that the SEC Division of Market Regulation will not recommend enforcement action under
Rule 101 of Regulation M against persons who may be deemed to be participating in a distribution of the
notes to bid for or purchase the notes during their participation in such distribution.

Rule 102 of Regulation M prohibits issuers, selling security holders, or any affiliated purchaser of such person
from bidding for, purchasing, or attempting to induce any person to bid for or purchase a covered security
during the applicable restricted period in connection with a distribution of securities effected by or on behalf
of an issuer or selling security holder. Rule 100 of Regulation M defines “distribution” to mean any offering
of securities that is distinguished from ordinary trading transactions by the magnitude of the offering and the
presence of special selling efforts and selling methods.

The Letter states that the SEC Division of Market Regulation will not recommend enforcement action under
Rule 102 of Regulation M against Barclays and its affiliated purchasers who bid for or purchase or redeem
notes during the continuous offering of the notes.

Section 11(d)(1) of the Exchange Act; Exchange Act Rule 11d1-2 - Section 11(d)(1) of the Exchange Act
generally prohibits a person who is both a broker and a dealer from effecting any transaction in which the
broker-dealer extends credit to a customer on any security which was part of a new issue in the distribution
of which he or she participated as a member of a selling syndicate or group within thirty days prior to such
transaction.

The Letter states that the SEC Division of Market Regulation will not recommend enforcement action under
Section 11(d)(1) of the Exchange Act against broker-dealers who treat the notes, for purposes of Rule
11d1-2, as “securities issued by a registered … open-end investment company as defined in the Investment
Company Act” and thereby, extend credit or maintain or arrange for the extension or maintenance of credit on
the notes that have been owned by the persons to whom credit is provided for more than 30 days, in reliance
on the exemption contained in the rule.

Due Diligence

Before a member, member organization, allied member or employee thereof recommends a transaction
in the Notes, such person must exercise due diligence to learn the essential facts relative to the customer
pursuant to Exchange Rule 405, and must determine that the recommendation complies with all other
applicable Exchange and Federal rules and regulations. A person making such recommendation should have
a reasonable basis for believing, at the time of making the recommendation, that the customer has sufficient
knowledge and experience in financial matters that he or she may reasonably be expected to be capable of
evaluating the risks and any special characteristics of the recommended transaction, and is financially able to
bear the risks of the recommended transaction.

Trading Halts

In order to halt the trading of the Notes, the Exchange may consider, among other things, factors such as
the extent to which trading is not occurring in the securities underlying the index or whether other unusual
conditions or circumstances detrimental to the maintenance of a fair and orderly market are present. In

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

576

http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE10a-1/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE11d1-2/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE11d1-2/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE11d1-2/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE405/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


addition, trading in the Notes is subject to trading halts caused by extraordinary market volatility pursuant to
Exchange Rule 80B (“Circuit Breaker”).

The Exchange will cease trading the Notes if there is a halt or disruption in the dissemination of the Index
value or the Indicative Value.

Prospectus Delivery

Members are advised to consult the section entitled “Plan of Distribution,” in the Prospectus, with respect to
the prospectus-delivery requirements relating to the Notes.

Surveillance

The Exchange's surveillance procedures applicable to equity securities will be used for the Notes.

Questions concerning the matters discussed in this Memorandum may be addressed as follows:

General Questions

Susan G. Waiter (212) 656-2818 (Investment Banking Services)

John Carey (212) 656-5640 (Office of the General Counsel)

Questions on:

Suitability Steve Kasprzak (Member Firm Regulation) (212) 656-5226

Specialist Issues Jerome Reda (Market Surveillance) (212) 656-5354

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  A trading day is a day on which (i) the value of the Index is published by MSCI, (ii) trading is generally
conducted on the New York Stock Exchange and (iii) trading is generally conducted on the NSE, as
determined by the calculation agent in its sole discretion.

2  Barclays will serve as the initial calculation agent.
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December 20, 2006

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: LAST TRADE DATE FOR “REGULAR WAY” SETTLEMENT IN 2006

The last day on which “regular way” transactions in securities, other than U.S. Government obligations, may
be made for settlement this calendar year is December 26, 2006.

Beginning December 27, 2006 until December 29, 2006, orders in securities for accounts that are willing to
effect transactions on a “cash”, “next day” or “seller's option” basis must be marked as such. As a result, on
those days only, specialists will be relieved of their obligation to determine whether orders marked solely
“regular way” are willing to participate on a “nonregular way” basis. Floor brokers are reminded that because
“nonregular way” trades cannot be effected via e-quotes or d-quotes, orders entered between December 27
and December 29, 2006 for settlement in calendar 2006 must be executed manually.

Floor Official approval is not required for “nonregular way” trades between December 27 through December
29, 2006 if the execution price is no greater than $0.25 away from the “regular way” bid or offer.

Inquiries with respect to this memorandum should be directed to

Jerome Reda, Director, Market Surveillance, at (212) 656-5354 or John Saxton, Director, Market
Surveillance, at (212) 656- 2324.

Questions may also be directed to the On-Floor Surveillance Unit via the White Phone or in person at their
Booth in the EBR. Questions that are not time sensitive may also be submitted to Ask Market Surveillance.
(For information about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3, which
was issued on January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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December 13, 2006

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: EXPIRATION FRIDAY - DECEMBER 15, 2006 - RULE 123C

IMPORTANT

December 15, 2006 will be a quarterly Expiration Friday for stock and index options and stock and index
futures products, whose settlement pricing is based upon Exchange opening or closing prices on that day.
Please note that this will be the final Expiration Friday for 2006.

This Information Memorandum is being distributed to remind members and member organizations of certain
rules and policies of the Exchange with respect to market-onclose/limit-on-close (“MOC/LOC”) order entry
and imbalance publication procedures.

S&P Quarterly Rebalance

On December 15, 2006, S&P will again effect a quarterly share rebalancing of the S&P 500, the S&P
MidCap 400 and S&P SmallCap 600 indices. Details concerning these will be posted on S&P's website
(www.standardandpoors.com).

Market-On-Close/Limit-On-Close Order Entry Procedures

Members and member organizations are strongly urged to carefully review their procedures for entering
MOC and LOC orders. In this regard, such orders should be entered with the specialist as early in the day
as feasible. This will provide an opportunity for specialists to better ascertain possible order imbalances
that might exist at the close, and to disseminate that information. Consequently, efforts can be made more
effectively to contact potential offsetting interest which could mitigate any existing imbalance.

Index arbitrageurs are reminded that MOC/LOC orders relating to expiring derivative instruments whose
settlement pricing is based upon NYSE closing prices may not be entered after 3:40 p.m., even if such orders
might offset MOC imbalances published on the tape after 3:40 p.m.

Market-On-Close/Limit-On-Close Imbalance Publication Procedures

a. Informational MOC imbalance publications between 3:00 p.m. and 3:40 p.m.

In view of possible greater than normal volume on December 15, 2006, specialists should disseminate MOC
imbalances as early as possible. Between 3:00 p.m. and 3:40 p.m., specialists are encouraged to publish
informational MOC imbalances of any size that could cause significant price dislocation at the close. These
publications are informational only and do not limit MOC/LOC order entry or cancellation before 3:40 p.m.
Pursuant to Rule 123C, publication of informational imbalances requires Floor Official approval.

Members and member organizations are reminded that under Rule 123C, publication of informational
imbalances between 3:00 p.m. and 3:40 p.m. are to be updated as soon as practicable after 3:40 p.m.

b. Required MOC imbalance publications at 3:40 p.m. and 3:50 p.m.

As soon as practicable after 3:40 p.m., the specialist must publish any imbalance of 50,000 shares or more,
regardless of whether an informational imbalance was published. In addition, any specialist who published an
informational imbalance of any size must publish an update, indicating either the current imbalance or a “no
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imbalance” situation as soon as practicable after 3:40 p.m. In situations where the specialist did not publish
an imbalance or a “no imbalance” notification at 3:40 p.m., but an order imbalance occurred after 3:40 p.m.,
the specialist may publish such imbalance at 3:50p.m. in a manner consistent with the requirements set forth
in Rule 123C and this memorandum.

As soon as practicable after 3:50 p.m., specialists must update imbalances published at 3:40 p.m. or
indicate “no imbalance”. If the specialist reported “no imbalance” at 3:40 p.m., the specialist must publish any
significant imbalance or any imbalance of 50,000 shares or more as soon as practicable after 3:50 p.m.

c. Recommended MOC imbalance publications

Specialists are encouraged to publish MOC imbalances of fewer than 50,000 shares that could cause
significant price dislocation at the close. With respect to such imbalance publications at either 3:40 p.m. or
3:50 p.m., specialists are expected to obtain Floor Official approval prior to publication if possible.

Adequacy of operations and supervisory staff

Specialists should ensure that both operational and supervisory staffing are sufficient to monitor and process
all orders, regardless of the form in which they are received, as well as to handle the increased workload.
Specialists should seek the advice of a Floor Official for unusual situations as early as possible.

See Rule 123C for further discussion of procedures for MOC and LOC orders.

Expiration Day Opening Imbalance Publication

Exchange Rule 123C has been amended to eliminate the publication of market order imbalances of 50,000
shares or more in all stocks via the low-speed ticker and the news services. This provision was eliminated
because, on occasion, the practice of publishing only pre-opening market order imbalances prompted
concerns from some market participants that the information might be misleading, since the imbalances
disseminated may not show the true imbalance situation in a stock. This was of special concern in those
stocks that are part of an expiring index whose settlement is based on NYSE opening prices, since limit
orders are not included in the imbalance publication. As a result, the Exchange eliminated these publications.

The Exchange will, however, continue to utilize its regular pre-opening procedures with respect to price
indications in situations where the opening price would be affected by an imbalance of buy and sell orders,
both market and limit orders, in a security. These procedures, as set forth in Rule 123D (“Openings and Halts
in Trading”), provide ample notification to the marketplace through multiple price indications if necessary
under the supervision of a Floor Official.

In addition, pursuant to the NMS Linkage Plan, specialists will still be required to give pre-opening price
notifications if the opening price of a stock is anticipated to be more than .10 of a point from a composite last
sale under $15 or more than .25 of a point from a composite last sale of $15 or higher. For more information
on the dissemination of pre-opening price information, members should consult Information Memo 06-70
(“Implementation of the NMS Linkage Plan - NYSE Rules 15 and 15A”), dated September 29, 2006.

Due Diligence Requirements and Compliance Procedures

Consistent with the requirements of Exchange Rule 405, before any at-the-close order is transmitted to the
Floor, the member or member organization accepting the order must exercise due diligence to learn the
essential facts relative to the order, including the purpose and propriety of the at-the-close instruction. In
addition, an imbalance of orders at or near the close, caused in part by the entry of such orders, could lead to
trading being halted in the security and such orders not receiving an execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep
in mind the requirements of Exchange Rule 97 regarding member trading. Firms should review procedures
utilized in connection with orders to be executed at or near the close with their traders and other order entry
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personnel. Firms should also review systemic order entry functions (e.g., algorithms or “smart servers”) for
compliance with the provisions of this Information Memorandum. Firms should also review the provisions of
Information Memo No. 95-28 (July 10, 1995) (see Attachment A), which discussed trading near the close and
trading activity that would constitute violations of Exchange Rules as well as federal securities laws.

In that connection, firms are reminded that where a firm has committed to purchase from (sell to) a customer
an order at a price that is derived from the closing price (e.g., VWAP and MOC orders), reserving a significant
position of its hedging or covering transaction to be executed at or near the close, it must operate with
substantial care. If the transaction is completed in a manner that does not effectively place the firm at market
risk or if the transaction does not provide an opportunity for possible contra side interest to develop and/or
react to the activity, it would raise manipulative concerns and would operate as conduct inconsistent with just
and equitable principles of trade. This could occur if a firm's trader or firm's “smart server” entered a single or
multiple orders into the market at or near the close.

In addition, members and member organizations should review other applicable SEC and New York Stock
Exchange regulations, such as Section 9(a)(2) of the Securities Exchange Act and Rules 10a-1, 10b-5, as
well as the margin and capital rules. Firms must ensure that they have adequate policies and procedures in
place to detect, deter, and prevent such potentially violative conduct.

Questions concerning this memorandum may be addressed to the following persons or areas in the Market
Surveillance Division:

Rohan Prashad, Director, Market Surveillance, at (212) 656-6772, or Patrick Giraldi, Director, Market
Surveillance, at (212) 656-6804

Questions may also be directed to OFSU via the White Phone or in person at their booth in the EBR.
Questions that are not time sensitive may also be submitted to Ask Market Surveillance. (For information
about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3, which was issued on
January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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November 30, 2006

   ATTENTION: CHIEF EXECUTIVE OFFICER, OPERATIONS OFFICER, INTERNAL AUDIT, LEGAL AND
COMPLIANCE DEPARTMENTS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: PERMITTING DVP/RVP CUSTOMERS TO OPT OUT OF RECEIVING STATEMENTS

The Securities and Exchange Commission has approved 1   amendments to Rule 409 (“Statements of
Accounts to Customers”) permitting institutional customers doing business solely on a deliver versus
payment/receive versus payment basis (“DVP/RVP”) to opt out of receiving statements as otherwise required
by the rule, subject to prescribed requirements. The amendments are effective immediately and are attached
as Exhibit A.

Background

Rule 409(a) provides that, except with the permission of the Exchange, member organizations must send
customers statements of account showing security and money positions and entries at least quarterly to all
accounts having an entry, money or security position during the preceding quarter. This rule assures that
customers receive notice of such transactions, positions and balances on a regular basis. In the case of
institutional customers doing business solely on a DVP/RVP basis, however, reliance tends to be placed
chiefly upon communications of the bank or other custodian holding the positions and balances for the
institution. The amendments provide a means for such customers to avoid receipt of unnecessary and
duplicative reports and to mitigate the costs of such communications.

Amendments

Rule 409(a) has been amended to provide that quarterly statements need not be sent if:

1. The customer's account is carried solely for the purpose of settlement on a DVP/RVP basis;

2. All transactions effected for the account are done on a DVP/RVP basis in conformity with Rule 387;

3. The account does not show security or money positions at the end of the quarter (provided however

that positions of a temporary nature 2   - such as those arising from fails to receive or deliver, errors,
questioned trades, dividend or bond interest entries and other similar transactions - shall not be
deemed security or money positions for the purpose of this rule);

4. The customer consents to the suspension of such statements in writing. 3   Such consents must be
maintained by the member organization in manner consistent with Exchange Rule 440 and Rule 17a-4
4   under the Securities Exchange Act of 1934 (the “Exchange Act”); 5 

5. The member organization must provide any particular statement or statements to the customer upon

request; 6   and

6. The member organization must promptly reinstate the delivery of statements to the customer upon
request.

In addition, the amendments to the rule do not qualify or condition the obligations of member organizations

under Exchange Act Rule 15c3-2 7   with regard to quarterly notices of free credit balances.
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Questions regarding this Information Memo may be directed to Gregory Taylor at (212) 656-2920.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Attachments

Exhibit A

Additions underlined

Rule 409.

Statements of Accounts to Customers

(a) Except with the permission of the Exchange, or as otherwise provided by this paragraph, member
organizations shall send to their customers statements of account showing security and money
positions and entries at least quarterly to all accounts having an entry, money or security position
during the preceding quarter. Quarterly statements need not be sent to a customer pursuant to Rule
409(a) if:

1) the customer's account is carried solely for the purpose of execution on a Delivery versus Payment/
Receive versus Payment basis (DVP/RVP);

2) all transactions effected for the account are done on a DVP/RVP basis in conformity with Rule 387;

3) the account does not show security or money positions at the end of the quarter (provided, however,
that positions of a temporary nature, such as those arising from fails to receive or deliver, errors,
questioned trades, dividend or bond interest entries and other similar transactions, shall not be deemed
security or money positions for the purpose of this rule);

4) the customer consents to the suspension of such statements in writing. Such consents must be
maintained by the member organization in a manner consistent with Exchange Rule 440 and Rule
17a-4 under the Securities Exchange Act of 1934;

5) the member organization undertakes to provide any particular statement or statements to the
customer promptly upon request; and

6) the member organization undertakes to promptly reinstate the delivery of such statements to the
customer upon request.

Nothing in this rule shall be seen to qualify or condition the obligations of a member organization under
SEC Rule 15c3-2 concerning quarterly notices of free credit balances on statements.

For purposes of this rule, a DVP/RVP account is an arrangement whereby payment for securities
purchased is to be made to the selling customer's agent and/or delivery of securities sold is to be made
to the buying customer's agent in exchange for payment at time of settlement, usually in the form of
cash.

(b) through (g) - No change.

Supplementary Material - No change.
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Footnotes

1  SEC Release No. 34-54810 (November 22, 2006), 71 FR 69165 (November 29, 2006)(SR-
NYSE-2005-90). The SEC also approved similar revisions to NASD Rule 2340 in Release No. 34-54811
(November 22, 2006), 71 FR 69161 (November 29, 2006)(SR-NASD-2006-066).

2  It is expected that any such position or balances would be promptly cleared.
3  The affirmative consent may be made through a service provider on an electronic basis, as long as

written records are maintained of such consent in the manner prescribed by the rule.
4  17 CFR 240.17a-4.
5  15 U.S.C. 78a et seq.
6  Naturally, member organizations must preserve the ability to prepare statements upon request to assure

that they can meet the requirements of this provision.
7  17 CFR 240.15c3-2.
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November 16, 2006

   ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: REMINDER CONCERNING SUPERVISORY OBLIGATIONS WITH RESPECT TO ROLLOVER
INDIVIDUAL RETIREMENT ACCOUNTS

INTRODUCTION

Increasingly, 401(k) plans play a significant role in individuals' planning for retirement. Because the Pension
Protection Act of 2006 permits employers under certain circumstances to automatically enroll employees
in 401(k) plans and other defined contribution plans, this trend seems poised to continue. Participation in
401(k) plans may further increase as a result of decisions by some major companies to freeze pension plans.
Consistent with the emerging importance of 401(k) plans, many member organizations of the New York Stock
Exchange LLC (the “NYSE”) offer rollover individual retirement account (“rollover IRA”) services to retail
investors, actively soliciting individuals' assets held in 401(k) plans. Frequently, an individual's rollover IRA
consisting of 401(k) plan assets will contain a significant percentage of his or her retirement assets and, in
some instances, entire net worth.

Rollover IRAs offer benefits to investors, such as the ability to withdraw assets from one or more employer
plans without tax penalties for consolidation in a single account. Rollover IRAs also may afford a greater array
of investment options. However, the Division of Enforcement of NYSE Regulation, Inc. (“NYSE Regulation”)
has noted an increase in customer complaints concerning investments in rollover IRAs. Accordingly, NYSE
Regulation is issuing this Information Memo to remind NYSE member organizations of their supervisory
responsibilities with respect to rollover IRAs. In addition, this Information Memo suggests examples of sound

practices for monitoring and reviewing such accounts. 1 

CURRENT REGULATORY REQUIREMENTS

As part of the due diligence and suitability requirements relating to customers' transactional activity imposed
by NYSE rules, transactions effected in a rollover IRA must be consistent with the customer's stated
investment objectives, investment experience, and financial resources. Therefore, in order for a registered
representative (“RR”) to evaluate the appropriateness of a rollover IRA transaction for his or her customer, the
RR must conduct reasonable diligence and comply with the “know your customer” obligations of NYSE Rule
405.

Every member organization must supervise and control each of its business activities pursuant to NYSE
Rule 342. Therefore, if a member organization offers rollover IRAs to individuals, the member organization is
required to supervise the transactional activity in those accounts.

The customer protections of suitability, due diligence, and supervision are critically important for rollover IRA
investors. Individuals in today's workforce have longer life expectancies than those of previous generations.
Their retirement goals may encompass funding several decades of retirement. However, rollover IRA
investors may have little or no investment experience and only limited financial resources apart from their
401(k) assets. This makes them particularly vulnerable: were their assets to be invested without regard to
their stated investment objectives and financial resources and to decline, such individuals, depending on their
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ages, may not have sufficient opportunity to replace the lost funds. Moreover, the suitability analysis required
when an unsophisticated investor has a need for a prolonged, substantial income stream is complex.

As a result, ongoing reviews of rollover IRA transactional activity are important to a member organization's
performance of its supervisory responsibilities as to such accounts. Indeed, certain customer complaints
and investigations involving rollover IRAs seen by NYSE Regulation have involved prolonged periods of
allegedly unsuitable or inappropriate investment activity coupled with persistent large declines in account
value. Consequently, early detection and intervention by a member organization where the transactional
activity in a rollover IRA appears questionable or unsuitable for the accountholder would benefit the investor
by potentially limiting avoidable losses. In addition, member organizations would benefit in that they would
mitigate regulatory, litigation, and reputational risk.

SUGGESTIONS FOR SOUND SUPERVISORY PRACTICES

How a member organization should perform its supervisory obligations relating to rollover IRAs is a question
for the member organization's business judgment, which should be exercised consistently with NYSE Rule
342. Reasonable supervision will vary from organization to organization, as well as based on the customer's
sophistication and financial position. Nonetheless, member organizations may wish to consider whether any
of the following risk-based practices would enhance their supervisory systems in a meaningful, cost-effective
way. None of these practices is required. Moreover, none is a panacea or a safe harbor. NYSE Regulation
is presenting them for consideration because they may have prevented violative conduct alleged in recent
customer complaints and investigations.

Training

Providing specialized training or continuing education programs for RRs who service rollover IRA customers
may be a sound practice. Such training or education may focus on, for example: the “know your customer”
requirement of NYSE Rule 405, and practical approaches to assessing a customer's financial goals, financial
resources, and risk tolerance; how to communicate effectively with unsophisticated investors; investment
allocation strategies for retirement; asset preservation strategies; tax implications of various retirement
options; and discussions pertaining to recent customer complaints, arbitration filings, and regulatory actions
involving allegations of improper trading of retirement assets.

Review of Marketing Efforts

Member organizations may permit their RRs to make targeted marketing presentations or sales pitches
concerning rollover IRAs to individuals with assets in 401(k) plans. In some instances, these presentations
are directed to employees of a particular company and occur on company premises. Member organizations
should be mindful that their general supervisory obligations as to RRs' sales practices extend to the conduct
of such meetings and RRs' representations concerning their “expertise” in particular areas. Regard should
also be had to the “general standards” set forth in NYSE Rule 472(i). Any representation made by an RR
concerning his or her experience with retirement assets must be factual, not misleading, and approved by
the member organization. The representations made by RRs should be evaluated in light of their experience
level. In addition, NYSE Rule 472(l), which governs “other communications activities,” such as “conducting
seminars,” requires that “[m]ember organizations must establish specific written supervisory procedures
applicable to … employees who engage in these types of communication activities. These procedures must
include provisions that require prior approval of such activity by a person designated under the provisions of
Rule 342(b)(1).”

Depending on the circumstances, a member organization may decide, as a matter of sound risk
management, to impose enhanced supervision on certain marketing presentations or sales pitches relating
to rollover IRAs. Many factors may affect a member organization's judgment as to how much supervision an
RR reasonably should be afforded when he or she targets potential rollover IRA investors for a marketing
presentation or sales pitch. They include an RR's level of securities industry experience, marketing
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experience, licenses, training, and complaint and disciplinary history. If warranted, enhanced supervision
may include having the branch office manager or another designated supervisor follow up with customers
who, subsequent to a presentation or sales pitch, roll over their 401(k) plan assets into IRAs with the member
organization.

Unique Coding of Accounts

As noted above, some member organizations permit RRs to engage in targeted solicitations of a particular
company's present or former employees with assets in 401(k) plans. Member organizations may consider
coding or tagging any rollover IRAs opened by those individuals, so as to render them identifiable by
company. Among other things, this would permit comparative supervisory reviews of the accounts. Such
reviews may facilitate the detection and prevention of unsuitable transactional activity or other violative
conduct spanning multiple customers' accounts.

Specialized Exception Reports and Surveillances

Member organizations may determine that implementing specialized surveillances and exception reports
for reviewing transactional activity in rollover IRAs would be a sound practice. For example, a member
organization may consider creating a surveillance tool that would monitor for transactions in securities
deemed by the organization to be potentially inappropriate for rollover IRA investors depending on their
investment objectives. An example would be transactions involving tax-exempt securities, which may not be
appropriate for tax-deferred accounts such as IRAs. Similarly, a member organization may wish to evaluate
whether its standard concentration and turnover analyses are appropriate for rollover IRAs. Some member
organizations may determine that distinct exception reports utilizing more stringent parameters would be a
worthwhile tool. In addition, a member organization may wish to surveil for significant decreases in the net
asset values of rollover IRAs, perhaps utilizing a lower standard for the percentage change in value that
would trigger a review than the standard generally applicable to other accounts. Such targeted surveillances
and exception reports may assist the branch office manager or other designated supervisor to identify
the transactional activity in rollover IRAs meriting further review. In addition, they may assist the member
organization in monitoring or auditing whether its designated supervisors are reasonably performing their
obligations to review rollover IRA transactional activity.

Questions concerning this Information Memo may be addressed to the Risk Assessment Unit via Anne
DeSimone at (212) 656-2373 or Thomas Leahy at (212) 656-2340.

___________________________

Allison A. Bishop

Vice President

Risk Assessment

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Member organizations should consider the relevance of the guidance expressed in this Information
Memo to other account types and/or securities, particularly with respect to any retirement planning
options offered by them. The guidance presented in this Information Memo should not be understood to
pertain exclusively or uniquely to IRAs. Cf. NYSE Information Memo 06-12 (Mar. 17, 2006) ("While this
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Information Memo deals specifically with market-linked CDs, many of the responsibilities discussed are
generally applicable to other products.")
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November 10, 2006

   ATTENTION: MANAGING PARTNER, CHIEF EXECUTIVE OFFICER, BRANCH OFFICE MANAGERS,
COMPLIANCE OFFICER, TRAINING AND HUMAN RESOURCES DIRECTORS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: CONTINUING EDUCATION FIRM ELEMENT ADVISORY

Exchange Rule 345A (Continuing Education for Registered Persons) requires member organizations to
maintain a current Firm Element training program for registered persons who have direct contact with
customers and for their immediate supervisors. This Firm Element training should be specifically tailored to
the business of the member organizations, and must be evaluated and updated at least annually.

The Exchange, in conjunction with the Securities Industry/Regulatory Council on Continuing Education,
annually identifies topics that are of particular current interest to the industry and may be appropriate for
member organizations to include in their Firm Element training. These topics are identified in the Firm
Element Advisory which can be obtained on the Council website at www.securitiescep.com under the Firm
Element Page and Council Publications.

Each member organization should consider the relevance of the topics identified in the Firm Element Advisory
to the member organization's lines of business, registered employees, and training needs. Further direction
for reviewing and considering the topics is provided in the Advisory.

Starting in 2007, the Firm Element Advisory will be updated at least twice each year - April and October to
ensure that the latest information is available to member organizations. The Council provides a Firm Element
Organizer on its website www.securitiescep.com to assist member organizations in conducting their Firm
Element Needs Analysis and developing a training plan.

Questions about the Continuing Education Program should be directed to Roni Meikle at (212) 656-2156 or
Pat DeVita at (212) 656-2746.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Attachments

The Securities Industry Continuing Education Program www.securitiescep.com

Securities Industry Continuing Education Program

Firm Element Advisory

Each year, the Securities Industry/Regulatory Council on Continuing Education (the “Council”) publishes the
Firm Element Advisory (“FEA”) to identify current regulatory and sales practice issues for possible inclusion in
Firm Element training plans. This year's topics have been taken from a review of industry regulatory and self-
regulatory organizations (“SRO”) publications and announcements of significant events.
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The Council suggests that firms use the FEA as an aid in developing their Firm Element Needs Analysis.
Firms should review the FEA and determine which topics would be relevant for inclusion in Firm Element
training based on the firm's product offerings, structure and business line(s).

The FEA is designed to identify each topic briefly and then provide links to relevant documents issued on the
specified subjects. Although the FEA is now designed for use on the web, the document can be printed. Be
advised that separate printing would need to be conducted for each link to encompass the full document and
subjects covered.

In addition to the FEA material, the Firm Element Organizer is an additional resource that can assist with
developing Firm Element training plans. This is an easy-to-use software application that enables the search of
an extensive database of regulatory resources related to specific investment products or services. The results
of a search can then be edited into a document that may assist in developing a Firm Element training plan.

For more information, log on to www.securitiescep.com, or call Joe McDonald, Associate Director, Testing
& Continuing Education, NASD, at (240) 386-5065, or Roni Meikle, Director, Continuing Education, NYSE
Regulation, at (212) 656-2156.

Alternative Investments

Structured Products

Many industry participants offer complex structured products whose risks may not be readily apparent.
Firms may not be fulfilling their sales practice obligations when selling these instruments, especially to
retail customers. NASD provides guidance to members concerning their obligations when selling structured
products.

NASD Notice to Members 05-59 - NASD Provides Guidance Concerning the Sale of Structured Products
(September 2005).

New Products

An increasing number of complex products are being introduced to the market in response to the demand for
higher returns or yields. Several communications have been issued that discuss the proactive approach firms
should take to review and improve their procedures for developing and vetting these new products.

NASD Notice to Members 05-26 - NASD Recommends Best Practices for Reviewing New Products (April
2005).

NYSE Information Memo 05-11 - Customer Account Sweeps into Bank.

NYSE Informed Investor bulletin - The Cash Sweep Account: What Deal Are You Getting?

NYSE Rule 401(Business Conduct); Rule 405 (Diligence as to Accounts).

NASD Notice to Members 05-50 - Member Responsibilities for Supervising Sales of Unregistered Equity
Indexed Annuities (August 2005).

NASD Notice to Members 03-71 - NASD Reminds Members of Obligations When Selling Non-Conventional
Investments (November 2003).

Hedge Funds

Hedge funds pool investors' money and invest those funds in financial instruments in an effort to make a
positive return. Many hedge funds seek to profit in all kinds of markets by pursuing leveraging and other
speculative investment practices that may increase the risk of investment loss. Neither hedge funds nor, in
most cases, the advisers to hedge funds are currently required to register with the SEC. Firms are reminded
of their sales practice obligations when selling hedge funds and funds of hedge funds.
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NASD Notice to Members 03-07 - NASD Reminds Members of Obligations When Selling Hedge Funds
(February 2003).

NYSE Informed Investor bulletin “Hedge Fund Investing: Is It a Suitable Investment for You”

Non-Managed Fee-Based Account Programs (NMFBA Programs)

Firms should be cognizant of the obligation to monitor non-managed, fee-based account programs,
particularly as it pertains to the suitability of such accounts for customers who conduct minimal transactions.

NYSE Information Memo 05-51 - Non-Managed Fee-Based Account Programs (Rule 405A).

NASD Notice to Members 03-68 - NASD Reminds Members That Fee-Based Compensation Programs Must
Be Appropriate (November 2003).

Exchange-Traded Funds

An Exchange-Traded Fund (“ETF”) is similar to a mutual fund as it typically represents a basket of underlying
securities. Unlike a mutual fund, however, an ETF trades like a stock and investors can buy and sell it
throughout the trading day. Purchases and sales of ETFs may involve transaction fees different than those for
mutual funds, which can impact their costs to investors. As the number of ETFs being offered has significantly
increased so has the number of retail investors exposed to ETF investment opportunities.

NYSE Informed Investor bulletin “What You Should Know About Exchange Traded Funds.”

Non-Purpose Margin Loans

On September 7, 2005, the SEC approved amendments to NYSE Rule 352 (Guarantees, Sharing in
Accounts, and Loan Arrangements). Rule 352 generally prohibits members, member organizations, and
specified persons associated therewith from entering into arrangements that guarantee the payment of a
debit balance in any customer account; guarantee a customer against loss; or establish a profit and/or loss-
sharing agreement with a customer. The amendments incorporate specific limitations on loan arrangements
between registered personnel associated with member organizations and prescribed public customers. As
amended, Rule 352 allows loan arrangements between registered persons and public customers under
circumstances similar to the permissible loan arrangements under NASD Rule 2370.

NYSE Information Memo 05-70 - Amendments to Rule 352.

Anti-Money Laundering

Broker-Dealer Customer Identification Program Rule

On April 29, 2003, the SEC and the U.S. Department of the Treasury jointly adopted the broker-dealer
Customer Identification Program (“CIP”) Rule. The CIP Rule requires broker-dealers to implement customer
identification programs that include procedures for: (1) verifying the identities of customers; (2) maintaining
records of the verification process; (3) comparing customers with lists of known or suspected terrorists or
terrorist organizations; and (4) providing customers with notice that information is being collected to verify
their identities.

On July 11, 2006, in a letter to the SIA, the SEC Division of Market Regulation extended, for a second time,
the no-action relief initially granted in its February 12, 2004 letter to the SIA (“ 2004 No-action Letter”)
regarding the ability of broker-dealers to rely on investment advisers to perform customer identification
procedures consistent with the CIP Rule. The July 11, 2006 letter extends the relief provided in the 2004
No-action Letter until the earlier of (1) the date upon which an AML rule for investment advisers becomes
effective, or (2) January 12, 2008. The previous extension was granted on February 10, 2005, in a letter to
the SIA.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

591

http://prod.resource.cch.com/resource/scion/citation/pit/05-51/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE405A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE352/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE352/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE352/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/05-70/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE352/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NASD Anti-Money Laundering web page.

NASD Notice to Members 03-34 - Anti-Money Laundering Customer Identification Programs for Broker/
Dealers (June 2003).

SEC's Spotlight On: Anti-Money Laundering Rules.

NYSE Information Memo 03-32 - Customer Identification Programs for Broker-Dealers.

Section 312 of the USA PATRIOT Act

On January 4, 2006, the U.S. Department of the Treasury published in the Federal Register proposed and
final rules (which supersede an interim final rule issued on July 23, 2002) regarding the due diligence
requirements in section 312 of the USA PATRIOT Act.

NASD Issue Center: Anti-Money Laundering

Anti-Money Laundering Compliance Program

SROs have enacted amendments to AML Compliance Program rules. The NYSE rule became effective on
January 25, 2006 and the NASD new rule text and interpretive material became effective on March 6, 2006.

NASD Notice to Members 06-07 - SEC Approves Amendments to Anti-Money Laundering Compliance
Program Rule and Adoption of Interpretive Material (January 2006).

NYSE Information Memo 06-04 - Amendments to Rule 445 (“Anti-Money Laundering Compliance
Program”).

Bonds

TRACE

Firms are reminded of their obligations set forth in NASD Rule 6230. On July 1, 2005, the period to report
a transaction in a TRACE-eligible security was reduced to 15 minutes. Firms are further reminded that
transactions in TRACE-eligible securities that occur in connection with options, credit default swaps, other
swaps or similar instruments must be reported to TRACE. TRACE data is available free of charge to investors
at www.nasdbondinfo.com.

NASD Notice to Members 05-77 - Transactions in TRACE-Eligible Securities That Occur in Connection with
Options, Credit Default Swaps, Other Swaps or Similar Instruments Must Be Reported to TRACE (November
2005).

NASD Notice to Members 05-28 - NASD Reminds Members that the TRACE Reporting Period Will Be
Reduced to 15 Minutes on July 1, 2005, and Rescinds Interpretive Guidance Regarding Rejected TRACE
Transaction Reports (April 2005).

NASD Notice to Members 05-02 - Stage Two of the Expansion of Dissemination of TRACE Transaction
Data to Begin on February 7, 2005 Instead of February 1, 2005 (January 2005).

Branch Offices

Branch Office Definition

NASD and the NYSE have revised their rules to create a uniform branch office definition. In addition, NASD
has adopted a new Form BR which enables firms to register or report branch offices electronically with NASD,
the NYSE and the states that require branch registration or reporting, via a single filing through the CRD
system.
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NASD Notice to Members 06-12 - Extension of Effective Date of NASD Uniform Branch Office Definition
and Certain Form BR and Form U4 Filing Requirements from May 1, 2006 to July 3, 2006 Joint Interpretive
Guidance from NASD and the NYSE Relating to Uniform Branch Office Definition Under NASD Rule 3010(g)
(2) and NYSE Rule 342.10 (March 2006).

NASD Notice to Members 05-67 - SEC Approves Uniform Branch Office Definition and Related Interpretive
Material (October 2005).

NASD Notice to Members 05-66 - SEC Approves Uniform Branch Office Registration Form (Form BR) and
Conforming and Technical Changes to Forms U4 and U5 (October 2005).

NYSE Information Memo 06-54 - Branch Office Processing Fees.

NYSE Information Memo 06-13 - Joint Interpretive Guidance from NYSE and NASD Relating to the Uniform
Branch Office Definition.

NYSE Information Memo 05-75 - Approval of Form BR.

NYSE Information Memo 05-74 - Branch Office Definition.

Business Continuity Plans

NASD and the NYSE have issued guidance pertaining to business continuity and contingency plans relating
to a potential pandemic. NASD recognizes that, in the event of a global pandemic or similar disaster, some
level of regulatory flexibility may be necessary to allow firms to best serve investors and maintain market
stability and has solicited comment from members on what specific, short-term regulatory relief may be
appropriate and consistent with NASD's mission, and what specific conditions may warrant such relief.

NYSE Information Memo 06-30 - Guidance Pertaining to Business Continuity and ContingencyPlans
Relating to a Potential Pandemic.

NYSE Information Memo 05-80 - Business Continuity and Contingency Plans.

NASD Notice to Members 06-31 - NASD Requests Comment on Regulatory Relief that Should Be Granted in
Response to a Possible Pandemic or Other Major Business Disruption (June 2006).

NASD Notice to Members 04-37 - SEC Approves Rules Requiring Members to Create Business Continuity
Plans and Provide Emergency Contact Information (May 2004).

Business Continuity Planning FAQs; NASD Small Firm Business Continuity Plan Template; Example of BCP
Disclosure Statement for Introducing Firms With a Clearing Firm Arrangement

Communications

Electronic Communications

SROs have taken seriously those failures by members to maintain and preserve all required internal
communications, and have recently settled actions against members for, among other things, failure
to maintain required electronic communications. Members are required to comply with record keeping
requirements regarding external and internal communications relating to their “business as such” to ensure
that communications will be available and accessible to regulators during the course of examinations and
investigations. Firms must maintain, preserve and produce on a timely basis all such communications upon
request of regulators, including SRO staff. In particular, when implementing new technology, firms must
address maintenance, retrieval and production issues, especially in light of the increasing volume of data.

NASD webpage , “Guide to the Internet for Registered Representatives.”

The NYSE has formed an electronic communications task force, which includes NASD and industry
representatives to analyze and address evolving technology and applications for firms in light of current SRO/
SEC rule requirements.
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Approval of Correspondence

NASD has amended Rule 2211 to require a registered principal to approve correspondence sent to 25 or
more existing retail customers within any 30 calendar-day period if the correspondence makes any financial
or investment recommendation or otherwise promotes a product or service of the member. The effective date
of the rule change is December 1, 2006.

NASD Notice to Members 06-45 - SEC Approves Amendments to NASD Rule 2211 to Require Principal
Pre-Use Approval of Certain Member Correspondence Sent to 25 or More Existing Retail Customers within a
30 Calendar-Day Period (August 2006).

NYSE-SR-2005-17 - Exemptions from pre-use review and requirements for institutional sales material.

Customer Account Transfers

In response to numerous customer complaints and industry frustration about delays in the transfer of
securities accounts from one brokerage firm to another, NASD established the Customer Account Transfer
Task Force (Task Force) to consider ways to improve the process of inter-firm customer account transfers.
The report presents the results of the Task Force's deliberations.

Report of the Customer Account Transfer Task Force (September 2006).

NYSE Investor Education bulletin “Moving Financial Assets - What Every Customer Should Know.”

NYSE Investor Education bulletin “If Your Broker Changes Firms, What Do You Do?”

NYSE Rule 412 (Customer Account Transfer Contracts).

Financial and Operations Principals

NASD issued a reminder of member firms and registered financial and operations principals (FINOPs) of a
FINOP's duties and responsibilities under Rule 1022 (Categories of Principal Registration). These duties are
applicable to all FINOPs, regardless of whether they are employed full-time or part-time, perform such duties
on-site or off-site of the member firm or hold registrations with more than one firm.

NASD Notice to Members 06-23 - NASD Reminds FINOPs of their Obligations under NASD Rule 1022 and
Issues Guidance to FINOPS who Work Part-Time, Work Off-Site or Hold Multiple Registrations (May 2006).

NYSE Information Memo 06-22 - Executive Responsibilities.

Fingerprinting

Members should review and, as necessary, update their fingerprinting procedures to help ensure that
fingerprints submitted to the Federal Bureau of Investigation (“FBI”) as part of the hiring process belong to the
employee being hired by the member. NASD suggests a number of best practices to members that elect to
fingerprint prospective employees in-house and those that rely on third parties in an off-site location to collect
fingerprints and to verify the identity of the person being fingerprinted.

NASD Notice to Members 05-39; NASD Suggests Best Practices for Fingerprinting Procedures (May 2005).

NYSE Rule 345.11 (Investigation Records).

NYSE Information Memo 06-39 - Floor Access Finger Print Requirements.

NYSE Information Memo 04-53 - Termination of Fingerprinting Processing Services.

NYSE Information Memo 03-11 - Fingerprint Processing and FBI Identification Records.

Gifts and Business Entertainment

Influencing or Rewarding Employees of Others
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NASD is proposing interpretive material (IM) to Rule 3060 (Influencing or Rewarding Employees of Others)
and the NYSE is proposing new Rule 350A (Business Entertainment) to more explicitly outline the policies
and procedures a member must adopt in connection with its business entertainment practices with employees
of a customer. The proposed rules would expand on and supersede prior staff guidance in this area.

NASD Notice to Members 06-06 - NASD Requests Comment on Proposed Interpretive Material IM-3060
Addressing Gifts and Business Entertainment (January 2006).

SR-NASD-2006-044 - Proposed New IM-3060 to Address Members' Policies and Procedures on Business
Entertainment.

NYSE Rule 350 (Compensation or Gratuities to Employees of Others).

SR-NYSE-2006-06 - Proposal for New Rule 350A to Regulate “Business Entertainment” Provided by Member
Organizations to Representatives of Customers and Potential Customers.

SR-NYSE-2004-60 - Proposed Amendment to Rule 350 (Compensation or Gratuities to Employees of Others.

Charitable Contributions

The solicitation of substantial charitable contributions by employees or agents of a customer acting in a
fiduciary capacity raises potential conflicts of interest that deserve careful consideration by member firms.
NASD and NYSE have jointly issued guidance to suggest some of the policies and procedures that firms
should consider adopting to address these conflicts.

NASD Notice to Members 06-21 - NASD and NYSE Issue Joint Guidance on Charitable Contributions (May
2006).

NYSE Information Memo 06-27 - Charitable Contribution Solicitations from Fiduciaries.

Certain Broker-Dealers Not Deemed to be Investment Advisers

The SEC adopted Rule 202(a)(11)-1 under the Investment Advisers Act of 1940 (“Advisers Act”) addressing
the application of the Advisers Act to broker-dealers offering certain types of brokerage programs. Under
the Rule, a broker-dealer providing advice that is solely incidental to its brokerage services is excepted from
the Advisers Act if it charges an asset-based or fixed fee, rather than a commission, mark-up, or markdown,
for its services, provided it makes certain disclosures about the nature of its services. The Rule also states
that a broker-dealer provides investment advice that is not “solely incidental” to its brokerage services if the
broker-dealer charges a separate fee or separately contracts for its advisory services, exercises investment
discretion over client accounts, or holds itself out to the public as a financial planner. The Rule became
effective April 15, 2005.

See SEC Release No. 34-51523; Certain Brokers Deemed not to be Investment Advisers (April 12, 2005).

Insurance/Annuities

Life Settlements

Sales of existing life insurance policies to third parties—often referred to as “life settlements”—have grown
exponentially in recent years, and that trend appears likely to continue. NASD is reminding member firms and
associated persons that life settlements involving variable insurance policies are securities transactions, and
firms and associated persons involved in such transactions are subject to applicable NASD rules.

NASD Notice to Members 06-38 - Member Obligations with Respect to the Sale of Existing Variable Life
Insurance Policies to Third Parties (August 2006).

Market Indexed/Linked Certificates of Deposit
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Recent sales practice reviews have raised regulatory concerns relating to the marketing of certificates of
deposit (“CDs”) that are linked to market indices. Of particular concern is the adequacy of disclosure materials
used in connection with the sale of these instruments to customers and whether registered representatives
and customers fully understand the product and how it differs from conventional CDs.

NYSE Information Memo 06-12 - Disclosures and Sales Practices Concerning Market Indexed/Linked
Certificates of Deposit.

Mutual Fund/Variable Annuity Sales Practice and Supervision

Disclosures made in connection with retail sales of investment company shares (mutual funds) and variable
annuities have raised ongoing regulatory concerns, particularly with respect to the recently prohibited practice
of directed brokerage, as well as issues involving revenue sharing and suitability. The NYSE has released
an Information Memo clarifying requirements for disclosures and sales practices and to remind member
organizations and associated persons of their disclosure obligations under existing NYSE and/or SEC rules.

NYSE Information Memo 06-38 - Directed Brokerage Arrangements.

NYSE Information Memo 05-54 - Disclosures and Sales Practices Concerning Mutual Funds and Variable
Annuities.

Sales of Unregistered Equity-Indexed Annuities

NASD addressed the responsibility of firms to supervise the sale by their associated persons of equity-
indexed annuities (“EIAs”) that are not registered under the federal securities laws.

NASD Notice to Member 05-50 - Member Responsibilities for Supervising Sales of Unregistered Equity-
Indexed Annuities (August 2005).

Markups/Markdowns

NASD is proposing to expand the scope of Rule 2440 and Interpretive Material (IM) 2440 relating to fair
prices and commissions to apply to all securities transactions, whether executed over-the-counter (“OTC”)
or on an exchange. Currently, Rule 2440 and IM-2440 apply only to transactions executed OTC. The
proposal would expand requirements to exchange transactions, such that the standards set forth in Rule 2440
and IM-2440 would apply uniformly to all securities transactions by members, irrespective of whether the
transaction is ultimately executed OTC or on an exchange.

SEC Release No. 34-53562, Notice of Filing to Expand the Scope of NASD 2440 and Interpretative Material
2440 Relating to Fair Prices and Commissions to All Securities Transactions (April 4, 2006).

Municipal Securities

Municipal Fund Securities

Dealers are reminded that all advertisements of municipal fund securities (including 529 college savings
plans) containing performance data submitted or caused to be submitted for publication by a dealer on or
after December 1, 2005 must comply fully with MSRB Rule G-21, on advertising. The disclosure requirements
are consistent with those required for mutual fund performance under SEC Rule 482.

MSRB Notice 2005-58; Reminder: New Requirements Relating to Performance Data in Advertisements of
529 College Savings Plans and Other Municipal Fund Securities Become Effective on December 1, 2005
(November 30, 2005).

On August 7, 2006, interpretive guidance regarding the marketing of 529 College Savings Plans became
effective. The guidance is intended to ensure that dealers effecting transactions in the 529 College Savings
Plan market fully understand their fair practice and disclosure obligations to their customers.
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MSRB Notice 2006-23; Interpretation on Customer Protection Obligations Relating to the Marketing of 529
College Savings Plans Becomes Effective (August 7, 2006), and

MSRB Notice 2006-16; SEC Approves Interpretive Notice on Customer Protection Obligations Relating to the
Marketing of 529 College Savings Plans (June 15, 2006).

Transaction Reporting

With few exceptions, MSRB rules require dealers to submit trade records of municipal securities transactions
for comparison and transaction reporting within 15 minutes of the time of trade execution. Dealers are allowed
three hours to report a trade to the Real-Time Transactions Reporting System (RTRS) if the dealer: (1) does
not have a CUSIP number and indicative data of the issue traded in the securities master file used by the
dealer to process trades for confirmation, clearance, and settlement; (2) has not traded the security in the
previous year; and (3) did not act as a syndicate manager or syndicate member for the security (three-hour
exception). For “when-issued” transactions, this three-hour exception will expire on December 31, 2007, and
for all other secondary market transactions, the three-hour exception will expire on December 29, 2006.

The MSRB has a special section on its website, www.msrb.org, which offers detailed information on
transaction reporting.

MSRB Notice 2006-17; Data Quality Detail Report is Available to Dealers (June 16, 2006).

MSRB Notice 2006-12; Industry Preparations for Expiration of Three-Hour Exception from Real-Time
Transaction Reporting (April 24, 2006).

MSRB Notice 2005-62; SEC Approves Proposed Rule Change to MSRB Rule G-14 RTRS Procedures,
Paragraph (a)(ii)(C) to Extend the Three-Hour Exception (December 22, 2005).

Political Contributions and Solicitation of Municipal Securities Business

Effective August 29, 2005, the MSRB adopted new Rule G-38, which provides that no broker, dealer or
municipal securities dealer (broker-dealer) may pay or provide payment, for, directly or indirectly, any person
who is not an affiliated person of such broker-dealer for a solicitation of municipal securities business on
behalf of the broker-dealer. On the same day, the MSRB rescinded former Rule G-38, which permitted the
use of consultants (persons who were not affiliated persons of a broker-dealer and who solicited municipal
securities business on behalf of the broker-dealer). Under new Rule G-38, the MSRB permitted certain
“transitional payments” to consultants after the August 29, 2005, the effective date of new Rule G-38, if the
payment(s) were made solely with respect to solicitation activities undertaken by the consultant prior to
August 29, 2005 pursuant to a consulting agreement in effect under former Rule G-38. On June 8, 2006, the
SEC approved an interpretive notice of the MSRB relating to the definition of solicitation for purposes of Rules
G-37 and G-38 (the “Solicitation Guidance”). The Solicitation Guidance makes clear that the key element in
determining whether a communication is considered a solicitation is whether the communication occurs with
the purpose of obtaining or retaining municipal securities business.

MSRB Notice 2006-15; SEC Approves Interpretive Notice on the Definition of Solicitation under Rules G-37
and G-38 and Withdrawal of Q & A Guidance (June 15, 2006).

Gifts and Gratuities

On October 3, 2005, the SEC approved amendments to MSRB Rule G-20, on gifts, gratuities, and non-
cash compensation, and the related recordkeeping provisions of Rule G-8. The amendments also became
effective on October 3, 2005. The amendments more fully conform MSRB Rule G-20 to current NASD
requirements relating to gifts and gratuities, and add new provisions governing non-cash compensation and
sales incentives in connection with primary offerings of municipal securities, based on NASD requirements
for non-cash compensation and sales incentives. The MSRB intends that the provisions of Rule G-20 be read
consistently with the analogous NASD provisions, unless the MSRB specifically directs otherwise.
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MSRB Notice 2005-52; SEC Approves Amendments to Rule G-20, on Gifts and Gratuities, and Rule G-8, on
Books and Records (October 5, 2005).

Mutual Fund Performance Advertising

The SEC approved amendments to NASD Rules 2210 and 2211 that impose certain disclosure and
presentation requirements on member communications with the public, other than institutional sales material
and public appearances, that present non-money market mutual fund performance data (performance sales
material). Among other things, the amendments require members to disclose a fund's total annual operating
expense ratio, gross of any fee waivers. Fund performance advertisements that appear in print publications
must include the fund's standardized performance and expense ratio in a prominent text box. The effective
date of the amendments is April 1, 2007.

NASD Notice to Members 06-48; SEC Approves Amendments to NASD Rules 2210 and 2211 to Require
Disclosure of Fees and Expenses in Mutual Fund Performance Sales Material (September 2006).

Research Analyst

Fixed Income Research

In December 2005, the NYSE and NASD (the “SROs”) issued a joint report that assessed the effectiveness
of the SRO research analyst conflict of interest rules. Those rules apply only to equity research reports.
However, the joint report noted that the SROs would monitor the extent to which firms have adopted the
Bond Market Association's “Guiding Principles to Promote the Integrity of Fixed Income Research” (“Guiding
Principles”), which are voluntary, principle-based guidelines designed to help firms manage potential conflicts
of interest that may arise in the context of fixed income research.

The SROs conducted examinations of certain member firms to assess how those firms have addressed
conflicts of interest with respect to fixed income research. The examinations found many instances in which
firms had failed to adhere to the Guiding Principles. Even more significantly, the examinations discovered
several instances where firms failed to establish, maintain and enforce written supervisory procedures in
the fixed income research area - a fundamental obligation under SRO rules - or comply with existing SEC
Regulation Analyst Certification.

NASD Notice to Members 06-36 - NASD and NYSE Joint Interpretive Guidance on Fixed Income Research
(July 2006).

NYSE Information Memo 06-55 - Joint Guidance on Fixed Income Research From NYSE and NASD.

SR-NYSE-2006-77 - Immediate Effectiveness of Proposed Rule Changes to NYSE Rule 472.

SR-NYSE-2006-78 - Proposed Amendments to Rules 344 and 472 Incorporating SRO Report
Recommendations to Research Analyst Conflict Rules.

SR-NASD-2006-113 - Proposed Rule Change to Amend NASD Rules 1050 and 2711 Relating to Research
Analyst Conflicts of Interest.

SR-NASD-2006-112 - Proposed Rule Change to Amend NASD Rule 2711 to Codify Existing Interpretive
Guidance Relating to Research Analyst Rules.

Sales Practices

Penny Stocks/Low Priced Securities

The SEC amended the definition of “penny stock” as well as the requirements for providing certain
information to penny stock customers. The amendments are designed to address market changes, evolving
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communications technology and legislative developments. The amendments became effective on September
12, 2005.

SEC Release No. 34-51983 - Amendments to the Penny Stock Rules (July 7, 2005).

Directed Brokerage Practices

NASD amended Rule 2830(k), which governs NASD members' execution of investment company portfolio
transactions. The amended rule augments existing proscriptions on directed brokerage practices by
prohibiting a member from selling the shares of, or acting as an underwriter for, any investment company
if the member knows or has reason to know that the investment company or its investment adviser or
underwriter have directed brokerage arrangements in place that are intended to promote the sale of
investment company securities. The rule change also eliminated a prior provision that permitted funds
to consider sales of fund shares in selecting broker-dealers to execute portfolio transactions, subject to
prospectus disclosure, best execution requirements, and meeting the other requirements of Rule 2830(k).
The rule change became effective February 14, 2005.

NASD Notice to Members 05-04 - SEC Approves Amendments to NASD Rule 2830(k) to Strengthen
Prohibitions on Investment Company Directed Brokerage Arrangements (January 2005).

Short Sales - Reg SHO

In July 2004, the SEC adopted new Regulation SHO under the Exchange Act to provide a new regulatory
framework governing short selling of securities. Among other things, Regulation SHO: (1) requires broker-
dealers to mark sales in all equity securities “long,” “short,” or “short exempt”; (2) includes a temporary rule
that establishes procedures for the SEC to suspend temporarily the operation of the current “tick” test and any
short sale price test of any exchange or national securities association, for specified securities; (3) requires
short sellers in all equity securities to locate securities to borrow prior to selling short; and (4) imposes
additional delivery requirements on broker-dealers for securities in which a substantial number of failures to
deliver have occurred. Together with the Regulation SHO adopting release, the SEC issued an order (Pilot
Order) establishing a one-year pilot suspending the provisions of Rule 10a-1(a) under the Exchange Act and
any short sale price test of any exchange or national securities association for short sales of certain securities
for specified periods of time. The one-year pilot was extended to August 6, 2007.

Short Sales section of the SEC's website, in particular the Q&A developed by the Division of Market
Regulation.

NYSE Information Memo 06-23 - The Securities and Exchange Commission Issues Guidance on Regulation
SHO.

Supervision

NASD has made technical changes to the requirements for the reporting of customer complaints received by
members. Firms are reminded of their obligations to timely submit required reporting information.

NASD Notice to Members 06-34 - NASD Rule 3070 System Requirements (July 2006).

NYSE Information Memo 06-28 - NYSE Rule 351(d) - Reports of Customer Complaint Statistics.

NYSE Rule 351(a)(1) Guidance on Reporting Requirements

Trade/Tape Shredding

NASD and the NYSE recently adopted new rules that prohibit conduct known as “trade shredding” or “tape
shredding.” The rules prohibit members and associated persons from splitting any order into multiple smaller
orders for execution or any execution into multiple smaller executions for transaction reporting for the primary
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purpose of maximizing a monetary or in-kind payment to the member or associated persons as a result of the
execution of such orders or the transaction reporting of such executions.

NYSE Information Memo 05-87 - Approval of New Rule 123G (Order Entry Practices).

NYSE Information Memo 05-15 - Prohibition on “Trade Shredding” and Related Conduct by Members and
Member Organizations.

NASD Notice to Members 06-19; SEC Approves New Rule 3380, Order Entry and Execution Practices (April
2006).

To Obtain More Information

For more information about publications contact the SROs at these website addresses:
 

Self-Regulatory
Organization

Online Address

 

American Stock Exchange www.amex.com
www.amex.com/amextrader

 

Chicago Board Options Exchange www.cboe.com
 

Municipal Securities Rulemaking Board www.msrb.org
 

NASD www.nasd.com
 

NYSE Regulation www.nyse.com
 

Philadelphia Stock Exchange www.phlx.com
 

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 06-77

Click to open document in a browser

November 3, 2006

   ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, CHIEF FINANCIAL OFFICER/
PARTNER, AND COMPLIANCE AND REGULATORY REPORTING DEPARTMENTS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: FEE RATE ADVISORY

Background

Section 31(j)(1) 1   of the Securities Exchange Act of 1934 (the “Exchange Act”) 2   specifies that the
Securities and Exchange Commission (“SEC” or “Commission”) shall adjust the filing and securities
transaction fee rates on an annual basis, after consultation with the Congressional Budget Office (“CBO”) and
the Office of Management and Budget (“OMB”).

Annual Fee Rate Adjustment

Pursuant to SEC Press Release No. 2006-168, dated September 29, 2006 (Fee Rate Advisory #3 for Fiscal

Year 2007) 3  , effective October 1, 2006, the Section 6(b) fee rate applicable to the registration of securities,
the Section 13(e) fee rate applicable to the repurchase of securities, and the Section 14(g) fee rate applicable
to proxy solicitations and statements in corporate control transactions will remain at the current rates through
November 17, 2006.

Effective five days after the date on which the Commission receives its fiscal year 2007 regular appropriation,

the Section 6(b) 4   fee rate applicable to the registration of securities, the Section 13(e) fee rate applicable to
the repurchase of securities, and the Section 14(g) fee rates applicable to proxy solicitations and statements
in corporate control transactions will decrease to $30.70 per million from the current rate of $107.00 per
million.

In addition, effective thirty days after the date on which the Commission receives its fiscal year 2007 regular
appropriation, the Section 31 fee rate applicable to securities transactions on the exchanges and in the over-
the-counter markets will decrease to $15.30 per million from the current rate of $30.70 per million. On that
same date, the assessment on security futures transactions under Section 31(d) will decrease to $0.0042 for
each round turn transaction from the current rate of $0.009 for each such transaction.

Pursuant to NYSE Rule 440H (“Activity Assessment Fees”), the Exchange offsets its Section 31 fee

obligations by collecting “Activity Assessment Fees” 5   from its member organizations based on securities
transaction data reported by the Depository Trust & Clearing Corporation at a rate equal to that prescribed
under Section 31.

A copy of the Commission's order regarding fee rates for fiscal year 2007, including the calculation
methodology, is available at http://www.sec.gov/rules/other/2006/33-8681.pdf.

Please contact your Finance Coordinator with any questions you may have regarding this memo.

___________________________

Grace B. Vogel

Executive Vice President
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Content contained herein.

Footnotes

1  15 U.S.C. 78ee.
2  15 U.S.C. 78a.
3  See http://www.sec.gov/news/press/2006/2006-168.htm for the complete text of SEC Press Release No.

2006-168
4  The Section 6(b) rate is also the rate used to calculate the fees payable with the Annual Notice of

Securities Sold Pursuant to Rule 24f-2 under the Investment Company Act of 1940.
5  For additional information on Rule 440H and Transaction Fees, see NYSE Information Memo Nos. 04-42

(dated August 5, 2004), 05-36 (dated May 13, 2005), 05-48 (dated July 19, 2005), and 05-92 (dated
December 6, 2005).
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October 26, 2006

   ATTENTION: REGISTRATION, HUMAN RESOURCES, LEGAL AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: STATUTORY DISQUALIFICATIONS

THIS MEMORANDUM MAY REQUIRE ACTION BY MEMBER ORGANIZATIONS

Background

The scope of persons subject to “statutory disqualification,” as such term is defined in Section 3(a)(39) 1   of

the Securities Exchange Act of 1934 (the “Exchange Act”), 2   was expanded as a result of the Sarbanes-
Oxley Act of 2002 (“Sarbanes-Oxley”). Specifically, Sarbanes-Oxley incorporated by reference Section 15(b)

(4)(H) 3   of the Exchange Act to include any person who is subject to the final order of: a state securities
commission (or any agency or officer performing like functions); a state authority that supervises or examines
banks, savings associations, or credit unions; a state insurance commission (or any agency or office
performing like functions); an appropriate Federal banking agency (as defined in section 3 of the Federal
Deposit Insurance Act (12 U.S.C. 1813(q)); or the National Credit Union Administration that:

i. bars such person from association with an entity regulated by such commission, authority, agency,
or officer, or from engaging in the business of securities, insurance, banking, savings association
activities, or credit union activities; or

ii. constitutes a final order based on violations of any laws or regulations that prohibit fraudulent,
manipulative, or deceptive conduct.

NYSE Rule 346(f)

NYSE Rule 346(f) requires Exchange approval for association of any person (e.g., a natural person or a
corporation) subject to a statutory disqualification with a member organization, allied member, approved
person, employee or any person in a control relationship with the organization. Further, if a member
organization itself becomes subject to a statutory disqualification, it must also obtain approval pursuant to
Rule 346(f). In the absence of such approval, persons subject to Exchange jurisdiction are prohibited from
being associated with the member organization. This approval requirement includes persons subject to
a statutory disqualification pursuant to Sections 15(b)(4)(D), (E), (G) and (H), even if there is no sanction
currently in effect (e.g., a suspension or bar).

Federal Requirements

Generally speaking, Rule 19h-1 4   under the Exchange Act requires the Exchange to notify and obtain
approval from the Securities and Exchange Commission (the “Commission”) for the association with a
member organization of any person who is subject to a statutory disqualification.

By letter (dated August 1, 2006) to NYSE Regulation (see Exhibit A), the Commission provided specific
relief from this Rule 19h-1 filing requirement for persons who became subject to a statutory disqualification
resulting from the Sarbanes-Oxley amendments as of the date of the Commission's letter.

Therefore, all member organizations are urged to carefully conduct a thorough review of disciplinary actions
taken against it, or against any allied member, approved person, employee or person otherwise in a control
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relationship with it (i.e., any person directly or indirectly controlling, controlled by or under common control
with the member organization) to ascertain whether any such actions resulted in a statutory disqualification
pursuant to the expanded definition.

Requests for Exchange approval, pursuant to Rule 346(f), of any statutorily disqualified person should be
addressed to the attention of Peggy L. Germino, Supervisor, Qualifications and Registrations, 20 Broad Street
(22nd Floor), New York, NY 10005.

Ms. Germino may also be contacted at (212) 656-8450 with any general questions regarding statutory
disqualifications.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Attachments

Exhibit A

UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

WASHINGTON. D.C. 20549

DIVISION OF MARKET REGULATION

August 1, 2006

Mr. Michael Rufino

Senior Vice President, Member Firm Regulation

NYSE Regulation, Inc.

20 Broad St.

New York, NY 10005

Dear Mr. Rufino:

In your letter dated July 26, 2006, on behalf of NYSE Regulation, Inc. (“NYSE”), you seek interpretive
guidance with regard to the definition of statutory disqualification, as contained in Section 3(a)(39) of the
Securities Exchange Act of 1934 (“Exchange Act”) (which incorporates by reference Sections 15(b)(4)(D),
(E), and (H), among others). You also seek interpretive guidance in connection with Exchange Act Rule
19h-1(a). In addition, you seek assurance that the staff of the Division of Market Regulation (“Staff”) would
not recommend enforcement action to the Commission under Exchange Act Section 6(c)(2) or Rule 19h-1(a)
if the NYSE does not file a notice with the Commission for any person subject to a statutory disqualification
under Section 3(a)(39) (“subject person”) whom the NYSE is proposing to admit to or continue in membership

or association with a member organization, 1   under the circumstances described more fully below.

A. Interpretive Advice
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1. Time-limited Bars or License Revocations

You have requested guidance on whether a person subject to a bar or license revocation, for example, as
described in Section 3(a)(39)(A) or Section 3(a)(39)(F) (through incorporation by reference to Section 15(b)
(4)(H)(i)), that is time-limited and that does not require application for reentry or have a continuing effect
after application for reentry has been granted, would be subject to a statutory disqualification under Section
3(a)(39) for the duration of the bar or license revocation, or for a longer period of time. It is the Staff's view
that a person is no longer subject to a statutory disqualification when the time limitation of a bar or license
revocation has expired, provided that (i) application for reentry is not required or has been granted, (ii) the bar
or revocation has no continuing effect, and (iii) the bar was not issued in connection with a final order based
on violations of laws or regulations prohibiting fraudulent, manipulative, or deceptive conduct, as described in

Exchange Act Section 15(b)(4)(H)(ii). 2 

2. State Bars or Suspensions Based on Disciplinary Action Taken by an SRO

You have requested guidance on whether a person subject to a bar or suspension by a State securities
commission that is based solely upon a disciplinary action taken by an SRO (a “follow-on” action) would be
subject to a statutory disqualification under Section 3(a)(39)(F) (through incorporation by reference to Section
15(b)(4)(H)(i)). The Staff would not consider a person to be subject to a statutory disqualification under
Section 3(a)(39) if the person were subject to a bar or suspension by a State securities commission that is
based solely upon a disciplinary action taken by an SRO. In other words, if the SRO action alone does not
result in a statutory disqualification, a State bar or suspension based solely upon the SRO action also would
not result in a statutory disqualification. Follow-on actions based on disciplinary actions of other entities, or in
other circumstances, would require analysis on a case-by-case basis.

3. Willful Violations of the MSRB rules

You have requested guidance regarding the application of the notice filing requirement under Rule 19h-1(a) to
subject persons who are subject to a statutory disqualification solely due to a finding of a willful violation of the
rules of the Municipal Securities Rulemaking Board (“MSRB rules”), provided that the related sanctions are no
longer in effect. Exchange Act Rule 19h-1(a)(3)(iii)(B) provides an exception from the notice filing requirement
for subject persons who are subject to a statutory disqualification solely due to a finding of a willful violation of
the federal securities laws or a rule or regulation thereunder, if the sanctions are no longer in effect. Section
15B(c)(1) provides, “No broker, dealer, or municipal securities dealer shall make use of the mails or any
means or instrumentality of interstate commerce to effect any transaction in, or to induce or attempt to induce
the purchase or sale of, any municipal security in contravention of any rule of the [MSRB].” Consequently,
a violation of the MSRB rules also would constitute a violation of Section 15B(c)(1), and therefore, of the
Exchange Act. In our view, the exception contained in Rule 19h-1(a)(3)(iii)(B) would include findings of willful
violations of the MSRB rules, if the sanctions are no longer in effect.

4. Aiding and Abetting

You have requested guidance regarding the application of the notice filing requirement under Rule 19h-1(a)
to subject persons who are subject to a statutory disqualification solely due to findings of willfully aiding,
abetting, counseling, commanding, inducing, or procuring (collectively, “aiding and abetting”) a violation by
any other person of the federal securities laws or a rule or regulation thereunder. As suggested in your letter,
the Rule 19h-1(a)(3)(iii)(B) exception discussed above is not explicitly applicable to such findings. However,
the Staff would view Rule 19h-1(a)(3)(iii)(B) to encompass willfully aiding and abetting a violation. Therefore,
no notice would be required to be filed with the Commission pursuant to the exception under Rule 19h-1(a)
(3)(iii)(B) for willfully aiding and abetting a violation of the provisions of the federal securities laws or the rules
or regulations thereunder (including the MSRB rules), if no notice would be required for a direct violation of
those provisions, provided that the related sanctions are no longer in effect.
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These interpretive positions are based solely on your representations and the facts presented and are strictly
limited to the application of Exchange Act Section 3(a)(39) and Rule 19h-1. [These positions do not represent
a legal interpretation or conclusion with respect to the applicability of any other statutory or regulatory
provisions of the federal securities laws, including Sections 15(b)(4) or 15(b)(6) of the Exchange Act.] Any
different facts or circumstances may require a different response.

B. No-Action Relief

1. Findings of Willful Violations or Failure to Supervise in the Context of New Admissions, Readmissions, or
Continuances

Based on the facts and representations set forth in your letter and discussions with the Staff, the Staff will
not recommend enforcement action to the Commission under Section 6(c)(2) of the Exchange Act or Rule
19h-1(a) thereunder if the NYSE does not file a notice with the Commission when proposing to admit to or
continue in membership or association with a member organization any subject person if:

(a) the subject person is subject to a statutory disqualification solely due to a finding of a willful violation
(including willfully aiding and abetting a violation) of the CEA or the rules or regulations thereunder,

provided that the sanctions are no longer in effect; 3   or

(b) the subject person is subject to a statutory disqualification solely due to a finding that the subject
person failed reasonably to supervise, with a view to preventing violations of the federal securities
laws or the rules or regulations thereunder (including the MSRB rules), or of the CEA or the rules or
regulations thereunder, another person who committed a violation, provided that the sanctions related
to the finding are no longer in effect with respect to the subject person.

2. Statutory Disqualifications Arising from Sarbanes-Oxley Amendments

Based on the facts and representations set forth in your letter and discussions with the Staff, the Staff will
not recommend enforcement action to the Commission under Section 6(c)(2) of the Exchange Act or Rule
19h-1(a) if the NYSE does not file a notice with the Commission for any subject person who, as of the date
of this letter, already is a member, member organization, or associated person of a member or member

organization of the NYSE or another self-regulatory organization, 4   if that subject person, as of the date of
this letter, is subject to:

(a) a bar, as described in Exchange Act Section 15(b)(4)(H)(i), and:

(i) the bar is no longer in effect (and is not related to fraudulent, manipulative, or deceptive
conduct), or

(ii) the bar is still in effect, unless there is a change in employer or the employer makes an
application for the registration of the person in a supervisory capacity; or

(b) a final order based on violations of laws or regulations prohibiting fraudulent, manipulative, or

deceptive conduct, as described in Exchange Act Section 15(b)(4)(H)(ii), 5   and:

(i) the sanctions do not involve licensing or registration revocation or suspension (or analogous
sanctions), and the sanctions are no longer in effect;

(ii) the sanctions do not involve licensing or registration revocation or suspension (or analogous
sanctions), and the sanctions are still in effect, unless there is a change in employer or the
employer makes an application for the registration of the person in a supervisory capacity; or

(iii) the sanctions do involve licensing or registration revocation or suspension (or analogous
sanctions), and

(A) the sanctions are no longer in effect, and
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(1) the order was entered 10 or more years ago, or

(2) the order was entered within the prior 10 years, unless there is a change in
employer or the employer makes an application for the registration of the person in
a supervisory capacity; or

(B) the sanctions are still in effect, unless there is a change in employer or the employer
makes an application for the registration of the person in a supervisory capacity.

The Staff notes in particular that Section 604 of the Sarbanes-Oxley Act overlays the existing framework of
Section 3(a)(39) of the Exchange Act by including additional circumstances which would result in a statutory
disqualification. Consistent with the existing exceptions from the notice filing requirement in Rule 19h-1(a)(3)
(iii), these Staff positions should allow the NYSE to integrate filings mandated by the Sarbanes-Oxley Act into
established programs that monitor subject persons as they reenter the securities business, move from one
firm to another, or take on supervisory responsibilities.

These Staff positions concern enforcement actions only and do not represent a legal conclusion with respect
to the applicability of the statutory or regulatory provisions of the federal securities laws. These positions
are based on the facts you have presented and the representations you have made, and any different facts
or conditions may require a different response. Moreover, these positions are subject to modification or
revocation if at any time the Commission or the Staff determines that such action is necessary or appropriate.

Sincerely,

Catherine McGuire

Chief Counsel

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  15 U.S.C. 78c(a)(39).
2  15 U.S.C. 78a et seq.
3  15 U.S.C. 78o(b)(4)(H).
4  17 CFR 240.19h-1.
1  A person subject to a statutory disqualification as defined in Section 3(a)(39) is not necessarily precluded

from participating in the securities industry. However, when such a person seeks admission to or
continuance in membership or association with a member of a self-regulatory organization (“SRO”), the
Commission and the SROs have the opportunity to give special review to such person and to restrict or
prevent entry into, or continuance in, the business where appropriate in the public interest and for the
protection of investors. See Senate Comm. on Banking, Housing, and Urban Affairs, The Securities Acts
Amendments of 1989, S. Rep. No. 101-155, at 39 (1989); Exchange Act Rel. No. 13726 (Jul. 8, 1977)
(adopting Rule 19h-1).

2  As an example, a person subject to a statutory disqualification based on a three-month bar (or
three-year bar) that ends automatically and has no continuing effect would no longer be subject to
a statutory disqualification at the end of the three months (or three years) under Section 3(a)(39)
(F) (through incorporation by reference to Exchange Act Section 15(b)(4)(H)(i)), unless the bar was
issued in connection with a final order based on violations of laws or regulations prohibiting fraudulent,
manipulative, or deceptive conduct, as described in Exchange Act Section 15(b)(4)(H)(ii).
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3  In your letter you also request relief from the notice filing requirement for subject persons subject to a
statutory disqualification due to a finding of a willful violation (including willfully aiding and abetting a
violation) of the MSRB Rules. These requests are addressed in Sections A.3 and A.4, above.

4  For purposes of this letter, an associated person would include a person that was associated with a
member or member organization within 45 days prior to the date of this letter, provided that the person is
associated with another member or member organization within 45 days after the date of this letter.

5  This would include a finding of aiding and abetting a violation of such laws.
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Number 06-75
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October 13, 2006

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Listing of Ten WisdomTreeSM Exchange Traded Funds

The Securities and Exchange Commission has approved the following exchange-traded funds (“ETFs”) for
listing and trading on the NYSE, beginning Friday, October 13, 2006:

WisdomTree International Basic Materials Sector Fund (DBN)

WisdomTree International Communications Sector Fund (DGG)

WisdomTree International Consumer Cyclical Sector Fund (DPC)

WisdomTree International Consumer Non-Cyclical Sector Fund (DPN)

WisdomTree International Energy Sector Fund (DKA)

WisdomTree International Financial Sector Fund (DRF)

WisdomTree International Health Care Sector Fund (DBR)

WisdomTree International Industrial Sector Fund (DDI)

WisdomTree International Technology Sector Fund (DBT)

WisdomTree International Utilities Sector Fund (DBU)

This Information Memo reviews the various rules and policies applicable to trading in shares (“Shares”) of the
WisdomTree Funds.

Background Information on the Funds

WisdomTree Asset Management, Inc. (“WTA”or “Advisor”) is the investment advisor to the Funds. The
Advisor is registered under the Investment Advisers Act of 1940. The Advisor's parent corporation is
WisdomTree Investments, Inc. (“WTI”) (formerly Index Development Partners, Inc.). Each Fund will be
advised by WTA. WTA has entered into a Subadvisory Agreement with BNY Investment Advisors, a
separately identifiable division of The Bank of New York with respect to the Funds. ALPS Distributors, Inc., a
broker-dealer registered under the Exchange Act, acts on an agency basis and is the distributor and principal
underwriter of the Creation Units (as defined below) of Shares.

The investment objective of each Fund will be to provide investment returns that closely correspond to the
price, dividend, and yield performance of its respective underlying WisdomTree Index.

According to the Funds' Registration Statement, each of the Funds intends to use a Representative Sampling
strategy to invest in securities in its underlying Index. Representative Sampling means that the Fund selects
from the underlying Index a sample of securities that closely resembles the underlying Index in terms of key
performance and risk factors and other characteristics.

Purchases and redemptions of Creation Units will be made generally by means of an in-kind tender of
specified securities (“Deposit Securities”). To redeem, an investor must accumulate enough Shares to
constitute a Creation Unit. The size of a Creation Unit is 200,000 shares for the Funds. Redemption requests
must be placed by or through an Authorized Participant. Redemption requests in good order will receive
the NAV next determined after the request is received. Therefore, all redemption requests received by the
Funds prior to the NAV Calculation Time (as described in the Registration Statement) will receive the NAV
determined immediately thereafter, whereas all redemption requests received by the Funds after the NAV
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Calculation Time will receive the NAV calculated on the immediately following business day. Procedures
for redemptions are analogous (in reverse) to those for purchase of Creation Units, except that redemption
requests are made directly to the Fund and are not made through the Distributor.

For a more complete description of the Funds and the underlying indexes, visit www.wisdomtree.com.

Principal Risks

Interested persons are referred to discussion in the Funds' prospectus of principal risks of an investment
in the Funds. These include tracking error risk (factors causing a Fund's performance to not match the
performance of the underlying index), market trading risk (for example, trading halts, trading above or
below net asset value), stock market risk, investment style risk, interest rate risk, investment approach risk,
concentration risk, non-diversification risk, issuer-specific risk, management risk, lack of market liquidity, lack
of governmental insurance or guarantee, and fiscal policy risk.

Hours of Trading

Trading in the Funds will be 9:30 a.m. until 4:15 p.m.

Exchange Rules Applicable to the Trading of ETFs

The rules applicable to ETFs are applicable to these Funds since these Funds fall within the definition of an
Investment Company Unit, as provided in Paragraph 703.16 of the Listed Company Manual and NYSE Rule
1100.

Application of Certain NYSE Rules to ETFs

Rule 104 - NYSE Rules 104.20 and 104.21 establish a capital requirement for specialists of $500,000
per ETF. A specialist unit registered only in an ETF would be subject to the $1,000,000 minimum capital
requirement of Rule 104.20.

In addition, Rule 104 governs specialist market making in ETFs. In particular, the rule permits specialists
to engage in “parity” transactions on direct destabilizing ticks without obtaining Floor Official approval. A
“parity” transaction in an ETF would be a trade to bring the security into line with the value of the securities
comprising the ETF, or the value of a futures contract on the index on which the ETF is based.

Rule 13 - NYSE Rule 13.30 provides that stop and stop limit orders in an Investment Company Unit shall be
elected by a quotation or a transaction, but specifies that if the electing bid on an offer is more than 0.10 point
away from the last sale and is for the specialist's dealer account, prior Floor Official approval is required for
the election to be effective. This rule applies to Investment Company Units generally.

Rule 36.30 - NYSE Rule 36.30 governs the establishment of telephone or electronic communications
between the NYSE's trading floor and any other location. Rule 36 provides that a specialist registered in an
ETF may use a telephone or order entry terminal to enter an order in the ETF itself, in a component security
of the ETF, or in an options or futures contract related to the ETF. In addition, the specialist may use a post
telephone to obtain market information with respect to such ETFs, options, futures, or component securities.
The text of Rule 36 makes clear that if an order in a component security of such ETF is to be executed on the
NYSE, the order must be entered in compliance with NYSE Rule 112(c) and SEC Rule 11a2-2(T) (described
below), and must be entered only for the purpose of hedging a position in the ETF.

The specialist may not use the post wire to call a specialist on the NYSE registered in a component stock
of the ETF to enter an order, nor may the specialist use a SuperDOT terminal to send an order directly via
SuperDOT to another specialist. The specialist registered in an ETF is not registered in the component
stocks, and therefore is not permitted to initiate an “on Floor” order in such a stock.

NYSE members, including specialists, are permitted to enter an “off-Floor” order. NYSE Rule 112(c) codifies
the principle that a member may use a “communication facility” on the Floor of the NYSE to call an off-Floor
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location and enter a proprietary order. The order is deemed to be an “off-Floor” order (i.e., not an order
initiated on the Floor, referred to as an “on Floor” order), provided the order is routed through a clearing firm's
order room off the Floor, and is transmitted to the Floor for execution by an unaffiliated member. This latter
provision is consistent with SEC Rule 11a2-2(T), which permits executions of off-floor member proprietary
orders by unaffiliated members. These rules do not impose restrictions on the types of orders which may
be executed pursuant to the exemptive relief provided. Under Rule 36.30, any orders in a component stock
of an ETF entered for execution on the NYSE from the specialist's post, either by telephone or by means
of a SuperDOT terminal, would have to be routed through a clearing firm's order room off the Floor and
transmitted back to the Floor for execution without the specialist in the ETF interacting with the order or
participating in the execution in any way.

Rule 123C - Market-on-Close/ Limit-At-The-Close Orders

Orders in ETFs are not subject to the NYSE's Rule 123C Market-On-Close (“MOC”)/Limit-at-the-Close
(“LOC”) procedures concerning order entry limitations, cancellation of orders during a regulatory halt,
imbalance publications, and any other limitations or procedures with respect to MOC/LOC procedures. A
MOC/LOC order in an ETF can be entered at any time without regard to the limitations of Rule 123C. In
addition, the closing price of an ETF will not be subject to publication of imbalances under Rule 123C.

Rule 123D- Pre-Opening Price Indications Policy

Similarly, the NYSE's policies regarding mandatory dissemination of pre-opening price indications (other
than ITS pre-opening notifications) in the case of significant order imbalances and potentially large price
dislocation from the prior close do not apply to ETFs.

Both the MOC/LOC procedures and the mandatory pre-opening price indications policy are intended to
solicit offsetting contra side interest to minimize price dislocation. This rationale does not apply in the case of
ETFs, which are derivatively priced in relation to, among other things, the values of the underlying component
securities, regardless of the extent of an order imbalance.

Rule 105(m) - NYSE Rule 105(m), which prohibits affiliates of specialist units from acting as a primary
market maker in the option on a specialty security, permits such activity with respect to options on a Fund
for affiliates of specialists that have Rule 98 approved procedures in place. The Exchange believes that, as
ETFs are derivatively priced, the conflicts of interest with respect to market making in both the underlying
security and its corresponding option are minimized in this case. The Exchange will also permit a NYSE Rule
98 affiliate of the ETF specialist to act in a market making capacity (but not as a specialist) in the ETF itself on
another market center.

Rule 98 - NYSE Rule 98 provides that affiliates of a specialist organization can receive an exemption from
certain rules applicable to specialists (principally impacting proprietary trading and investment banking),
provided they establish a system of information barriers between themselves and the affiliated specialist. One
of the conditions for the Rule 98 exemption is that the specialist organization be capitalized separate and
apart from any affiliate. The Exchange has deleted this requirement in the case of a specialist organization
that is registered only in ETFs. The Exchange believes that the separate capitalization requirement is not
required in such case, and that the question of adequacy of capital can be appropriately addressed by the
special allocation committee which will allocate the ETF. However, a specialist organization that is registered
only in ETFs will remain subject to the minimum capital requirements specified in Rule 104.20.

Exemptive, Interpretive and No-Action Relief Under Federal Securities Regulations and NYSE Rules

The Securities and Exchange Commission (“SEC”) has issued exemptive, interpretive and noaction relief
from certain provisions of and rules under the Act regarding trading in the abovementioned Funds. In addition,
the SEC has approved an NYSE interpretive position with respect to the NYSE's short sale rule. Members
and member organizations are referred to the Letter from James Brigagliano, Acting Associate Director,
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Division of Market Regulation, SEC, to Richard F. Morris, WisdomTree Investments, Inc., dated October
12, 2006 (“SEC Letter”). A description of the SEC's exemptive relief follows; however, in the event of any
discrepancy between this description and the SEC Letter, the text of the SEC Letter controls.

Short Sale Rules - Transactions in ETFs will not be subject to “tick” requirements of the short sale rule of the
Commission (Rule 10a-1) or the Exchange (Rule 440B). Short orders must be marked SHORT or SHORT
EXEMPT. (See paragraph below regarding Rule 200(g) of Regulation SHO.)

Rule 200(g) of Regulation SHO- The SEC Division of Market Regulation has stated that the Division will
not recommend enforcement action under Rule 200(g) of Regulation SHO if a broker-dealer marks “short”
rather than “short exempt” a short sale effected in the Funds pursuant to the exemptions from the price test of
Rule 10a-1 that have been granted, subject to specified conditions, including that a broker-dealer executing
exempt short sales will mark such sales as “short” and in no event will such sales be marked “long”. (See
letter from James A. Brigagliano, Assistant Director, Division of Market Regulation, SEC, to Ira Hammerman,
Senior Vice President and General Counsel, Securities Industry Association, dated January 3, 2005.)

Regulation M Exemptions - Generally, Rules 101 and 102 of Regulation M prohibit any “distribution
participant” and its “affiliated purchasers” from bidding for, purchasing, or attempting to induce any person
to bid for or purchase any security which is the subject of a distribution until after the applicable restricted
period, except as specifically permitted in Regulation M. The provisions of the Rules apply to underwriters,
prospective underwriters, brokers, dealers, and other persons who have agreed to participate or are
participating in a distribution of securities.

The SEC has granted an exemption from Rule 101 under Regulation M to permit persons participating
in a distribution of shares of the above-mentioned Funds to engage in secondary market transactions in
such shares during their participation in such a distribution. In addition, the SEC has granted relief under
Regulation M to permit persons who may be deemed to be participating in the distribution of shares of the
above-mentioned Funds (i) to purchase securities for the purpose of purchasing Creation Unit Aggregations
of Fund shares and to (ii) tender securities for redemption in Creation Unit Aggregations. Further, the SEC
has clarified that the tender of Fund shares to the Funds for redemption does not constitute a bid for or
purchase of any of the Funds' securities during the restricted period of Rule 101. The SEC has also granted
an exemption pursuant to paragraph (e) of Rule 102 under Regulation M to allow the redemption of Fund
shares in Creation Unit Aggregations during the continuous offering of shares.

Customer Confirmations for Creation or Redemption of Fund Shares (SEC Rule 10b-10) - Broker-dealers
who handle purchases or redemptions of Fund shares in Creation Unit size for customers will be permitted to
provide such customers with a statement of the number of Creation Unit Aggregations created or redeemed
without providing a statement of the identity, number and price of shares of the individual securities tendered
to the Fund for purposes of purchasing Creation Unit Aggregations (“Deposit Securities”) or the identity,
number and price of shares to be delivered by the Trust to the redeeming holder (“Redemption Securities”).
The composition of the securities required to be tendered to the Fund for creation purposes and of the
securities to be delivered on redemption will be disseminated each business day and will be applicable to
requests for creations or redemption, as the case may be, on that day. This exemptive relief under Rule
10b-10 with respect to creations and redemptions is subject to the following conditions:

(1) Confirmations to customers engaging in creations or redemptions must state that all information
required by Rule 10b-10 will be provided upon request;

(2) Any such request by a customer for information required by Rule 10b-10 will be filed in a timely
manner, in accordance with Rule 10b-10(c);

(3) Except for the identity, number and price of shares of the component securities of the Deposit
Securities and Redemption Securities, as described above, confirmations to customers must
disclose all other information required by Rule 10b-10(a).

SEC Rule 14e-5 -An exemption from Rule 14e-5 has been granted to permit any person acting as a dealer-
manager of a tender offer for a component security of the Funds to (1) redeem Fund shares in Creation Unit
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Aggregations from the issuer that may include a security subject to such tender offer and (2) to purchase
Fund shares during such tender offer. In addition, a no-action position has been taken under Rule 14e-5 if a
broker-dealer acting as a dealer-manager of a tender offer for a security of the Fund purchases or arranges
to purchase such securities in the secondary market for the purpose of tendering such securities to purchase
one or more Creation Unit Aggregations of shares, if made in conformance with the following:

(i) such bids or purchases are effected in the ordinary course of business, in connection with a basket
of 20 or more securities in which any security that is the subject of a distribution, or any reference
security, does not comprise more than 5% of the value of the basket purchased; or

(ii) purchases are effected as adjustments to such basket in the ordinary course of business as a result
of a change in the composition of the underlying index; and

(iii) such bids or purchases are not effected for the purpose of facilitating such tender offer.

Section 11(d)(1); SEC Rules 11d1-1 and 11d1-2 - Section 11(d)(1) of the Act generally prohibits a person
who is both a broker and a dealer from effecting any transaction in which the broker-dealer extends credit
to a customer on any security which was part of a new issue in the distribution of which he participated as a
member of a selling syndicate or group within thirty days prior to such transaction. The SEC has clarified that
Section 11(d)(1) does not apply to broker-dealers that are not Authorized Participants (and, therefore, do not
create Creation Unit Aggregations) that engage in both proprietary and customer transactions in shares of
the Funds in the secondary market, and for broker-dealer Authorized Participants that engage in creations
of Creation Unit Aggregations. This relief is subject to specific conditions, including the condition that such
broker-dealer (whether or not an Authorized Participant) does not, directly or indirectly, receive from the fund
complex any payment, compensation or other economic incentive to promote or sell the shares of the ETF to
persons outside the fund complex, other than non-cash compensation permitted under NASD Rule 2830 (I)(5)
(A), (B) or (C). See letter dated November 21, 2005 from Catherine McGuire, Chief Counsel, SEC Division of
Market Regulation, to Securities Industry Association, Derivative Products Committee. The Commission has
also taken a no-action position under Section 11(d)(1) of the Act that brokerdealers may treat shares of the
Funds, for purposes of Rule 11d1-2, as “securities issued by a registered open-end investment company as
defined in the Investment Company Act” and thereby extend credit or maintain or arrange for the extension
or maintenance of credit on shares that have been owned by the persons to whom credit is provided for more
than 30 days, in reliance on the exemption contained in the rule.

SEC Rule 15c1-5 and 15c1-6 - The SEC has taken a no-action position with respect to Rule 15c1-5 and
Rule 15c1-6 as to the required disclosure of control by a broker or dealer with respect to creations and
redemptions of Fund shares and secondary market transactions therein.

Other Matters

Due Diligence - Pursuant to NYSE Rule 405, before a member, member organization, allied member or
employee thereof undertakes to recommend a transaction in ETF shares, such person must exercise due
diligence to learn the essential facts relative to the customer. If any recommendation is made with respect
to such shares, the person making the recommendation should have a reasonable basis for believing, at
the time of making the recommendation, that the customer has such knowledge and experience in financial
matters that he or she may reasonably be expected to be capable of evaluating the risks and any special
characteristics of the recommended transaction, and is financially able to bear the risks of the recommended
transaction. Before a member, member organization or employee thereof recommends a transaction in the
Funds, a determination must be made that the recommendation is in compliance with all applicable Federal
and Exchange rules and regulations, including due diligence obligations under Exchange Rule 405.

Certain Specialist Transactions in ETFs - NYSE Rule 460.10 generally precludes certain business
relationships between an issuer and the specialist in the issuer's securities. Exceptions in the rule, however,
permit specialists in ETF shares to enter into Creation Unit transactions through the Distributor to facilitate
the maintenance of a fair and orderly market. Even so, a specialist Creation Unit transaction may only be
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effected on the same terms and conditions as any other investor, and only at the net asset value of the ETF
shares. In addition, a specialist may acquire a position in excess of 10% of the outstanding issue of the ETF
shares. Specialists registered in a security issued by an investment company may purchase and redeem
the investment company unit, or securities that can be subdivided or converted into such unit, from the
investment company as appropriate to facilitate the maintenance of a fair and orderly market in the subject
security.

Trading Halts - In order to halt the trading of an ETF, the Exchange may consider, among other things, factors
such as the extent to which trading is not occurring in the underlying securities and whether other unusual
conditions or circumstances detrimental to the maintenance of a fair and orderly market are present. In
addition, trading in Fund shares is subject to trading halts caused by extraordinary market volatility pursuant
to NYSE Rule 80B.

Prospectus Delivery - Exchange members and member organizations should be mindful of applicable
prospectus delivery requirements under the federal securities laws with respect to transactions in the
Funds. In that regard, the Exchange notes that although NYSE Rule 1100(b) provides for delivery of written
descriptions to customers of Funds that have received an exemption from Section 24(d) of the Investment
Company Act, there is at this time no written description available for these particular Funds. Members and
member organizations are advised that delivery of a prospectus in lieu of a written description would satisfy
the requirements of Rule 1100(b).

Purchases and Redemptions in Creation Unit Size - Exchange members and member organizations are
hereby informed that procedures for purchases and redemptions of Shares in Creation Unit Size are
described in the Funds' prospectus and Statement of Additional Information, and that Shares are not
individually redeemable but are redeemable only in Creation Unit Size aggregations or multiples thereof.

Surveillance. Exchange surveillance procedures applicable to trading in the Funds are comparable to those
applicable to other Investment Company Units currently trading on the Exchange.

Questions concerning the matters discussed in this Memorandum may be addressed as follows:

General Questions on ETFs:

Michael Cavalier (212) 656-2474 (Office of the General Counsel)

Questions on:

Due Diligence Stephen A. Kasprzak (Member Firm Regulation) (212) 656-5226

Exchange Rules Daniel M. Labovitz (Market Surveillance) (212) 656-2081

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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October 6, 2006

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO RULE 104.10 (SPECIALIST STABILIZATION) IN CONNECTION WITH
PILOT IN HYBRID MARKET SECURITIES

I. Purpose of the Memo

The purpose of this Information Memorandum is to advise members and member organizations that the
Securities and Exchange Commission (“SEC”) has approved a pilot providing for changes to the NYSE's
specialist stabilization rules (NYSE Rule 104.10). The changes take effect immediately as a pilot in selected
stocks only.

The text of the pilot stabilization rules can be found in the Attachment to Info Memo 06- 73, which was
published on October 6, 2006.

II. Background

Currently, NYSE Rule 104.10(5) sets forth limitations on specialists trading in their specialty stocks for the
specialist's dealer account when establishing or increasing a position. The rule requires that the specialist's
trading must be reasonably necessary to the maintenance of a fair and orderly market. To the extent that
dealer trades are not necessary in light of the current or anticipated needs of the market, the specialist is
required to refrain from trading when establishing or increasing a position. Thus, under the existing rules, a
specialist is prohibited from purchasing stock at a price above the last sale in the same trading session, and
from purchasing more than 50% of the stock offered at the same price as the last sale when such sale was at
a higher price than the previous differently priced sale on the Exchange. Such transactions may be effected,
however, with the prior approval of a Floor Official, provided that the specialist subsequently re-enters the
market by reoffering or rebidding (as necessary). In less active markets, where the amount of stock and the
price change (if any) are normal in relation to the market for the stock, and where the specialist concludes
that trading for the dealer account is essential to the proper course of dealings, the specialist may effect such
transactions without prior Floor Official approval provided the specialist subsequently re-enters the market by
reoffering (or rebidding) as necessary.

Currently, NYSE Rule 104.10(6) sets forth the specialist's stabilization requirements when liquidating
or reducing a position. The rule requires that such trades must be effected in a reasonable and orderly
manner in relation to the condition of the general market and the adequacy of the specialist's position
in view of the immediate and anticipated needs of the market in the security. Thus, under existing rules,
specialists are permitted to liquidate or reduce a position by selling stock at a price lower than the price of
the last sale on the Exchange or by purchasing at a price that is higher than the price of the last sale on
the Exchange. Such trades must be reasonably necessary and may be effected with Floor Official approval
(except for transactions in ETFs, which may be effected without Floor Official approval). Following such
trades, specialists must reenter the market on the opposite side of their trade in an appropriate amount if
the imbalance of supply and demand indicates that immediately succeeding transactions may result in lower
prices (in the case of a specialist's sale) or higher prices (in the case of specialist's purchase).

III. Pilot Stabilization Rules
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The pilot changes to the stabilization rules retain the requirement that specialist dealings be reasonably
necessary for the maintenance of a fair and orderly market, and that transactions with the trend of the market
be accompanied by appropriate re-entry (i.e., trading or quoting for the dealer account) on the opposite side
of the market. At the same time, the pilot changes generally eliminate the definition of stabilization in terms of
the last sale, and focus instead on market conditions, the type of trade in question and the specialist's existing
dealer account position. Note that for stocks that are not in the pilot, the current rules continue to apply. Also
note that there are no proposed changes in the stabilization rules as applies to ETFs.

a. Definitions

The pilot rules define four types of transactions for purposes of determining the specialist's stabilization
obligations, as follows:

• Neutral Transactions (Proposed Rule 104.10(5)(i)(a)(I)(P3)): Purchases or sales by which the
specialist liquidates or decreases a position;

• Non-Conditional Transactions (Proposed Rule 104.10(5)(i)(a)(II)(P3)): Certain specialist bids or
purchases and offers or sales by which the specialist establishes or increases a position (excluding
trades where the specialist reaches across the market to trade with the Exchange bid or offer);

• Conditional Transactions (Proposed Rule 104.10(6)(P3)): Specialist trades in “active” securities that
establish or increase a position by reaching across the market to trade with the Exchange-published
bid (in the case of specialist sales) or offer (in the case of specialist purchases). “Active” securities
are (i) securities comprising the S&P 500(r) Stock Index; (ii) securities trading on the Exchange
during the first five trading days following their initial public offering; and (iii) securities that have
been designated as “active” by a Floor Official;

• Prohibited Transactions (Proposed Rule 104.10(5)(i)(c)(P3)): With respect to acquisition while long
a position purchases by the specialist during the last ten minutes of trading that would establish a
new high price on the Exchange or while short a position short sales that would establish a new low

price on the Exchange (including securities subject to the Regulation SHO Pilot 1  ).

b. Stabilization Requirements for Neutral Transactions

Under the Stabilization Pilot rules, Neutral Transactions are permitted without restriction as to price. This is
similar to the current rule, but eliminates the requirement for the specialist to obtain Floor Official approval
before effecting a sale on a direct minus tick or a purchase on a direct plus tick for those transactions. The
rule applies to all NYSE securities that are traded in the Hybrid Market.

Re-entry on the opposite side of the market is not required solely based on whether or not the specialist
engages in one or consecutive Neutral Transactions. However, a specialist may be required to re-enter the
market in order to meet the specialist's affirmative obligation to maintain a fair and orderly market. Where re-
entry is required as part of the specialist's affirmative obligation, the re-entry trade(s) should be consistent
with the immediate and anticipated needs of the market.

c. Stabilization Requirements for Non-Conditional Transactions

Under the Stabilization Pilot rules, specialists may effect Non-Conditional Transactions without restriction as
to price and without the need to obtain Floor Official approval. The rule applies to all NYSE securities that are
traded in the Hybrid Market.

The rule identifies seven types of Non-Conditional Transactions:

i. Match another market's better bid or offer;
ii. Bring the price of a security into parity with an underlying or related security or asset;
iii. Add size to an independently-established bid or offer on the Exchange;
iv. Purchase at the published bid on the Exchange;
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v. Sell at the published offer on the Exchange;
vi. Purchase or sell at a price that is between the Exchange-published bid and offer; and
vii. Purchase below the published bid or sell above the published offer on the Exchange (e.g., during a

“sweep”).

Re-entry on the opposite side of the market is not required solely based on whether or not the specialist
engages in one or more Non-Conditional Transactions. At the same time, a specialist may be required to re-
enter the market in order to meet the specialist's affirmative obligation to maintain a fair and orderly market.
Where re-entry is required as part of the specialist's affirmative obligation, the re-entry trade(s) should be
commensurate with the size of the specialist's transaction and the immediate and anticipated needs of the

market. 2 

d. Stabilization Requirements for Conditional Transactions

Under the stabilization pilot rule, specialists may effect Conditional Transactions without restriction as to
price and without Floor Official approval, provided that the transactions are followed by appropriate re-entry

on the opposite side of the market, in an amount that is commensurate 3   with the size of the specialist's
transaction. The rule applies to specialist purchases (sales) from the Exchange published offer (bid) that are
priced above (below) the last differently priced trade on the Exchange and above (below) the last differently
priced published offer (bid) on the Exchange. Note that for stocks that are not in the pilot, the current
rules with respect to trading against the quotation will remain in place. To assist specialists in determining
appropriate re-entry points after one or more Conditional Transactions, the Exchange intends to periodically
issue guidelines known as “Price Participation Points” (“PPPs”) that will identify the price at or before which
the specialist would be expected to re-enter the market. The PPPs are intended as minimum guidelines
only; specialists and specialist member organizations should note that certain situations would require

immediate re-entry by the specialist irrespective of the PPP. 4   Accordingly, compliance with the PPPs is not
a guarantee that a specialist is meeting his or her obligations.

Immediate re-entry would be required after a Conditional Transaction where the transaction (a) is for 10,000
shares or more or a quantity of stock with a market value of $200,000 or more; and (b) exceeds 50% of the
published bid size (in the case of a sale) or offer size (in the case of a purchase). In the event of a “sweep”
transaction, each trade at a separate price in the sweep would be viewed as a transaction with the published
bid or offer for the purposes of the transactions that require immediate re-entry.

Specialists may also be required to re-enter the market immediately after a Conditional Transaction based
on the price and/or the volume of the specialist's trading in reference to the overall market in the security at
the time of such trading. Specialists and specialist member organizations should note that in such situations,
the fact that there may have been one or more independent trades following the specialist's Conditional
Transaction would not necessarily negate the specialist's failure to re-enter immediately.

Specialist transactions in “inactive” securities (that is, securities that do not meet the definition of “active”) that
reach across the market to trade with the existing bid or offer when the specialist is establishing or increasing
a position, regardless of the size of the trade and whether it is a block or not, would be subject to the re-entry
provisions of the proposed rule that govern Non-Conditional Transactions. In addition, to effect such trades
prior Floor Official approval is required.

Additionally, the stabilization pilot rules do not change the ability of specialists to effect Conditional
Transactions without restriction as to price where the specialist's purchase (sale) from the Exchange
published offer (bid) that is priced above (below) the last differently priced trade on the Exchange or above
(below) the last differently priced published offer (bid) on the Exchange. The re-entry obligations for such
trades would be the same as for Non-Conditional Transactions.

e. Designation of Securities as “Active”
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The stabilization pilot rules provide a process by which Floor Officials can designate additional securities as
“active”. In order to designate a security as active, the Floor Official would have to determine that the security
has exhibited substantially greaterthan-normal trading volume, and is likely to continue to sustain such
higher volume during the remainder of the trading session. A Floor Official's determination that a security
should be considered “active” would be applicable only to the trading session on the particular day that the
determination is made. In addition, while a security could be designated as “active” on multiple consecutive
days, a determination to that effect would have to be made each day based on the trading characteristics of
the security on that day.

In the event that a Floor Official designates a security as “active”, the Floor Official will be required to notify
NYSE Regulation's Market Surveillance Division's On-Floor Surveillance Unit (OFSU). Both the specialist and
the Floor Official are required to create and maintain appropriate documentation that the request approval

was obtained. 5 

f. Other Changes

The stabilization pilot rules enact certain other changes, including the following:

• Elimination of NYSE Rule 104.10(9), which required specialists holding limit orders on the Display
Book(r) at two or more different prices to withdraw the offer (bid) and cross the entire amount of
stock he is purchasing (selling) as dealer at a single price; and

• Making conforming changes to NYSE Rule 104.10, including renumbering the remaining provisions
of the rule, and making corresponding conforming changes to NYSE Rules 70 and 123.

IV. Books and Records

Member firms must maintain appropriate records to demonstrate compliance with these rules. When
evaluating trading under the rule, NYSE Regulation look for proper documentation of the trades.

V. Supervision

Specialist organizations are reminded that they are required to have adequate policies, procedures and
written supervisory procedures to detect and deter potential violation of the provisions of the rule as described
in this memo. Failure to have an adequate supervisory system in place may result in disciplinary action.

VI. Staff Contact Information

Questions regarding the pilot rule changes should be directed to:

Daniel M. Labovitz, Director, Market Surveillance, (212) 656-2081

Jerry Reda, Director, Market Surveillance, (212) 656-5354

Questions may also be directed to OFSU via the White Phone or in person at their booth in the EBR.
Questions that are not time sensitive may also be submitted to Ask Market Surveillance. (For information
about the Ask Market Surveillance system, refer to Member Education Bulletin 2006-3, which was issued on
January 30, 2006, if you or your firm is not already a subscriber.)

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Footnotes

1  17 CFR 240.202T
2  As used in the Stabilization Pilot rules, the word "commensurate" does not mean that the specialist's

re-entry trade(s) must be identical or substantially identical in size to the trade effected for the dealer
account. Rather, re-entry trades should be of a size and at a price that reasonably reflect the impact of
the specialist's dealer trade on the overall market for the security at the time that the dealer trade was
effected. NYSE Regulation will evaluate the appropriateness of specialists' re-entry trades based on the
totality of facts and circumstances surrounding such trades. At a minimum, however, NYSER will expect
that where a specialist engages in trading for the dealer account in significant size, barring changes in
market dynamics, the specialist will provide meaningful participation to meet reentry obligations. Further
guidance will be issued as the Exchange develops experience with the new market structure.

3  As with non-conditional trades, the word "commensurate" does not mean re-entry at an identical size
or price, but rather re-entry at a size and at a price that reflects the impact of the dealer trade. For
Conditional Trades, that price should be at or before the PPP.

4  "Immediate re-entry" means the specialist's next available opportunity to re-enter the market in order to
provide reasonable depth and trade-to-trade price continuity.

5  The Exchange intends to issue further guidance on the required records in the near future.
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October 6, 2006

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: HYBRID MARKET IMPLEMENTATION - PHASE III

On March 22, 2006, the Securities and Exchange Commission (the “SEC”) approved the NYSE's filing
to create the NYSE HYBRID MARKET® (“Hybrid Market”). The Hybrid Market combines the benefits of
specialist and Floor Broker expertise with the speed, certainty, and anonymity of electronic executions
to create a market center offering maximum choice to customers without eliminating time tested trading
processes that have proven immensely successful in providing stable, liquid, and less volatile markets.

The NYSE has been implementing the Hybrid Market in phases, starting with Phase I beginning in December
2005 and Phase II, beginning in April 2006. Phase III full Hybrid Market trading will begin on October 6, 2006
with two NYSE-listed securities, American Express Company (AXP) and Equity Office Property Trust (EOP),
and specialist firms LaBranche & Co. and Kellogg Specialist Group, respectively. Phase III of the Hybrid
Market will be expanded to other stocks on a rolling basis starting October 6, and is expected to be completed
over the following months. Because some of the rules and processes that will be implemented in Phase III are
the subject of pending rule filings with the SEC, these changes will be implemented on a Pilot basis. All of the
changes are discussed below.

A list of Pilot Securities can be found on www.nyse.com. The Hybrid Market rules that will apply to Pilot
Securities during the Pilot are described in detail below and their text is attached as Exhibit A.

Hybrid Market Phase III Pilot

Phase III of the Hybrid Market initiative will implement, among other things, Floor broker discretionary orders
(“d-Quotes”), sweep functionality, Liquidity Replenishment Points (“LRPs”), auto-routing of orders to markets
displaying better bids and offers in accordance with Regulation NMS, elimination of restrictions on Direct
+® availability, new Stop Order processing, as well as an amended rule regarding block crosses outside the
quoted market (Rule 127 trades), and a new rule on Sponsoring Members. Phase III will also include changes
to Rule 104.10 regarding specialist stabilization obligations, which are discussed in a separate Information
Memo being issued concurrently with this one.

Proposed Hybrid Market rules that will be implemented in the Phase III Pilot are designated with a (P3) for
Pilot.

Please note that the SEC has granted the NYSE an exemption from the trade through requirement of
the Regulation NMS linkage plan regarding a single priced Close. See NYSE Rule 15A.

Members and member organizations are reminded that all other Exchange Rules remain in force
during the Pilot, and are applicable to trading in Pilot Securities.

A. Operation of NYSE Direct+®

1. Expansion of Automatic Executions Via NYSE Direct+

Beginning in Phase III of the Hybrid Market, all automatically executing orders, as defined in NYSE Rule 13
(discussed below), will receive an immediate, automatic execution against orders reflected in the Exchange
published quotation, orders on the Display Book®, Floor broker agency file interest (“e-Quotes”), specialist
interest (“s-Quotes”), and CAP-DI orders in accordance with, and to the extent provided by Exchange rules,
unless:
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1. The Exchange published quotation is in the non-firm quote mode;
2. Trading in the subject security has been halted;
3. The specialist has published a gapped quotation in accordance with the policies and procedures of

the Exchange;
4. A LRP (described below) has been reached;
5. A block-size transaction, as defined in Rule 127.10, that involves orders on the Display Book® is

being reported manually; automatic executions will resume when manual reporting is concluded; or
6. The closing price for a security was $1,000 or more, or, if the security did not trade on the day in

question, the closing bid price on the immediately preceding trading day was $1,000 or more.

The following events will no longer prevent automatic executions from occurring:

1. The execution price would be more than five cents away from the last reported transaction price in
the subject security on the Exchange;

2. With respect to a single-sided auto ex order, a better price exists in another ITS participating market
center;

3. With respect to a single-sided auto ex order, the NYSE's published bid or offer is 100 shares; and
4. A transaction outside the NYSE's published bid or offer pursuant to Rule 127 is in the process of

being completed, in which case the specialist should publish a bid and/or offer that is more than five
cents away from the last reported transaction price in the subject security on the Exchange.

Note that automatic executions will elect stop orders and percentage orders electable at the price of such
executions; any stop orders so elected will be automatically executed as market orders pursuant to Exchange
rules. See NYSE Rule 1004(P3). Any percentage orders elected by automatic executions will be executed in
accordance with Rule 123A.30(a)(i)- (iv).

2. Maximum Size for Direct+®

The maximum order size eligible for automatic executions will be 1,000,000 shares. The provisions of NYSE
Rule 13 governing the maximum size of auto-ex orders have been relocated to NYSE Rule 1000, which
governs the operation of NYSE Direct+.

3. Clarification of Definition of Auto Ex orders

(a) Generally

NYSE Rule 13 defines an “auto ex” (automatically executing) order as an order that initiates an automatic
execution immediately upon arrival. Auto ex orders include:

• All market orders (which no longer require auto ex designation);
• A limit order to buy (sell) priced at or above (below) the Exchange best offer (bid) at the time such

order is routed to the Display Book® (“a marketable limit order”);
• An immediate or cancel order designated for automatic execution;
• A market or marketable limit sell “plus”, buy “minus,” or short sale order systemically delivered to the

Display Book®;
• The round lot portion of a part of round lot (PRL) market or marketable limit order; or
• An auto ex order that has been cancelled and replaced with an auto ex order

(b) Market Orders

The definition of an “auto ex” order in NYSE Rule 13 that was approved by the SEC in the Hybrid Approval
Order included a “market order designated for automatic execution.” The Exchange has modified this
definition to include all market orders. As a result, a market order will no longer need to be designated for
automatic execution to be treated as an auto ex order. The Exchange has also made conforming changes to
Rules 104(c)(vii), 104(e)(i), 123(e)(7), 123F(b), 132B(a)(9) and 132B(b)(9).
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Effective on October 6, 2006, and until further notice, NYSE Direct+ will be operational until 4 p.m. for
all equity issues and 4:15 p.m. for ETFs, not just for Pilot Securities. Currently NYSE Direct+ stops at
one minute before the close.

B. Implementation of Liquidity Replenishment Points (“LRPs”)

One of the key features of the Hybrid Market is the establishment of “liquidity replenishment points”. LRPs are
price points, that, when reached, cause automatic executions to turn off temporarily. Automatic executions
are reactivated by a manual (auction) trade, or by the specialist invoking the “resume auto-quote” key (when
the market is not locked or crossed). In the alternative, automatic executions will resume after 10 seconds,
provided that the market is not locked or crossed. See NYSE Rule 1000(a)(iv)A(P3)

LRPs will be calculated by adding and subtracting a value, which will be determined by the Exchange, to the
last sale price on the Exchange in the relevant security. The value used to calculate the LRP will not change
intraday. The LRP values will be disseminated by the Exchange.

LRPs value ranges are as follows:
 

Price per
share <$5

$5 -
9.99

$10 -
24.99

$25 -
49.99

$50 -
99.99

$100 -
149.99

$150 -
199.99

$200 -
249.99

$250 -
1000.00

 

 

ADV
 

<500,000
shares

0.05
0.10

0.05
0.10

0.10
0.25

0.15
0.35

0.35
0.75

0.60
1.25

1.00
2.00

1.00
2.00

1.00
2.00

 

 

500,000 -
3,999,999

0.05
0.10

0.05
0.10

0.10
0.20

0.10
0.25

0.25
0.50

0.50
1.00

1.00
2.00

1.00
2.00

1.00
2.00

 

 

≧4,000,000
shares

0.05
0.10

0.05
0.10

0.10
0.20

0.10
0.25

0.25
0.50

0.50
1.00

1.00
2.00

1.00
2.00

1.00
2.00

 

LRPs will not be calculated and active until a trade on the Exchange in the security occurs. Thereafter, LRPs
will be calculated automatically throughout the trading day as follows:

(1) at specified intervals as the Exchange shall determine from time to time; and
(2) after a manual trade by the specialist; and
(3) when automatic executions resume after a LRP is reached.

The Exchange will begin the implementation of LRPs by choosing the narrowest in range option value
and will disseminate this LRP value. The timer used to determine when the LRP reverts to automatic
executions after the LRP hit will be the longest time period option until further notice.

C. Implementation of Sweeps

The Hybrid Market will permit orders to “sweep” the market, meaning that they will continue to trade
automatically at successive prices with orders on the Display Book® and any broker agency interest files (“e-
Quotes”) and specialist interest (“s-Quotes”) capable of execution in accordance with Exchange rules.

1. How Sweeps Work

Immediately after an automatically executing order has traded at the Exchange best bid or offer and with any
available contra-side interest, any remaining portion of that order (referred to as the “residual”) will “sweep”
the market. See NYSE Rule 1000(d)(ii)(P3) and (d)(iii)(P3). During a sweep, the residual will trade with all
interest at each price capable of trading (including reserve interest, elected CAP-DI orders and additional
specialist volume), before moving to the next price point. The sweep will be automatic and uninterrupted,
and will only stop when (1) the sweeping order is filled, (2) its limit price, if any, is reached, or, (3) a liquidity
replenishment point (“LRP”) is reached.
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2. Priority and Parity During Sweeps

At each execution price during the sweep, Floor broker e-Quotes and limit orders on the Book trade on parity.
Specialist s-Quotes yield to limit orders on the Book at each execution price and thereafter trade on parity
with e-Quotes.

When an LRP has been reached as the result of a sweep, any residual remaining after the sweep that trades
at the bid (offer) price or the LRP, is entitled to priority for one trade at that price. Any residual remaining that
trades at a price other than the bid (offer) price or the LRP will be on parity with other interest at such other
price. See NYSE Rule 72(j)(i)(P3).

3. Automatic Routing to Away Markets Displaying Better Bids or Offers

Where an away market is displaying a bid or offer that (1) is better than an execution price available on the
Exchange during a sweep and (2) is eligible for protection from being traded through pursuant to Regulation
NMS, the portion of the sweeping residual that satisfies the size of the away market's better priced bid or offer
will be automatically routed to such market as a commitment to trade.

4. Short Sales

During a sweep, sell short orders, other than those involving Regulation SHO pilot securities, must comply
with the conditions outlined in the SEC's Short Sale Rule, Rule 10a-1 and Exchange Rule 440B.

5. Unexecuted Residuals After a Sweep

Any unexecuted portion of a limit order remaining after the sweep will be displayed as a limit order on the
Display Book® and will be bid (offered) at the order's limit price, if any, or at the LRP, whichever is lower
(higher).

Notwithstanding the foregoing, residual IOC orders will be cancelled after a sweep in the manner described
in Rule 13. In addition, after trading with the volume associated with the Exchange published best bid (offer),
the unfilled balance of any order received via an intermarket linkage will be treated as an IOC order and will
be automatically cancelled.

6. CAP-DI Orders

Elected CAP-DI orders will participate in automatic executions. See NYSE Rule 123A.30. As a result, CAP-
DI orders will participate in sweeps when an automatically executing order is sweeping the Book on the same
side as the CAP-DI orders. In such cases, the orders will be elected at each execution price that is part of the
sweep.

To the extent that the order sweeping the book has additional volume, the elected same-side CAP-DI orders
will not participate in a transaction at the executing price; rather, the Display Book will automatically and
systemically unelect the CAP-DI orders in accordance with its terms. If at the last execution price that is part
of the sweep, the sweeping order is filled or unable to continue executing, and there is volume remaining on
the Book or from contra-side elected CAP-DI orders, then the same-side CAP-DI orders may participate in the
final transaction.

CAP-DI orders on the contra-side of an automatically executing order sweeping the Book are also elected
at each execution price that is part of the sweep and participate at each of the execution prices if there is
volume available on the Book or from CAP-DI orders on the same side of the market as the sweeping order.

D. Implementation of New Stop Order Processing

The following stop order processing changes will be implemented on Monday, October 16, 2006,
only with respect to Pilot Securities. Existing Exchange Rules regarding stop limit orders, and the
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specialist price guarantee associated with stop orders are still applicable until Monday, October 16,
2006.

1. Automatic Processing of Stop Orders

In the Hybrid Market, specialists will no longer see accumulating stop order volume and their electing process
and will not be responsible for manually processing elected stop orders. Instead, elected stop orders will
become market orders and will be eligible to be automatically executed in accordance with, and to the extent
provided by, NYSE Rules 116.40, 123C and 1000- 1004. As a result, stop order elections that previously
required approval from a Floor Official will no longer require Floor Official approval. The specialist will no
longer guarantee the price when the specialist is party to an election. In addition, unelected stop orders
represented in the Crowd cannot be included in e-Quotes. See NYSE Rule 70.20(a)(i)(P3).

2. Elimination of Stop Limit Orders

Please note that Stop Limit Orders have been eliminated as an Exchange order type for all securities
immediately, not just for Pilot Securities.

3. Stop Orders at the Opening

Stop orders that would be elected by the price of the opening transaction on the Exchange will be included
in the opening transaction as market orders. Specialists, trading assistants and anyone acting on their
behalf are prohibited from using the Display Book® system in a manner designed to discover inappropriately
information about unelected stop orders when arranging the open or to otherwise attempt to obtain
information regarding unelected stop orders. See NYSE Rule 115A.10(P3).

4. Closing Transaction

All stop orders that would be elected based on the closing price will be automatically and systemically
converted to market orders and included in the total number of marketat-the-close orders to be executed
at the close. See NYSE Rule 116.40(A)(P3). Specialists, trading assistants and anyone acting on their
behalf are prohibited from using the Display Book® system in a manner designed to discover inappropriately
information about unelected stop orders when arranging the close or to otherwise attempt to obtain
information regarding unelected stop orders. See NYSE Rule 116.50(P3).

E. Auto-Routing of Orders to Markets Displaying Better Bids and Offers

1. Immediate or Cancel (IOC) Orders

(a) IOC Order Requirements

An Immediate or Cancel Order is a market or limited price order that meets certain criteria.
Specifically, the order must:

• Be designated “immediate or cancel”;
• Automatically execute against the displayed quotation up to its full size and sweep the

Display Book® system, as provided in Rule 1000, to the extent possible without being routed
elsewhere for execution; and

• Provide that the portion not executed in accordance with the above will be immediately and
automatically cancelled.

Note that IOC orders do not need to be specifically designated for auto-execution; all IOC orders will be
converted to auto-ex orders by the Exchange's systems.

(b) Entry of IOC Orders before the Open
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Any immediate or cancel order may be entered before the Exchange opening for participation in the opening
trade. If not executed as part of the opening trade, the order, or the unexecuted portion thereof, will be
immediately and automatically cancelled. Members and member organizations should note that an NYSE
immediate or cancel order received during a trading halt will be held for participation in the reopening trade. If
not executed as part of the re-opening trade, the order, or part thereof, will be immediately and automatically
cancelled.

F. Discretionary Instructions for e-Quotes (“d-Quotes”)

Beginning in Phase III of the Hybrid Market, Floor Brokers will be given the ability to enter electronic agency
interest that includes discretionary pricing instructions through which the broker can replicate his or her ability
to exercise broker discretion in handling orders at the point of sale (“d-Quotes”).

During Phase III, d-Quote functionality will be limited to interaction with marketable orders. The Exchange
expects that expanded d-Quote functionality, which with permit d-Quote interaction with non-marketable
orders, will be implemented in Phase IV.

1. Operation of d-Quoting

Discretionary instructions will be applied only if all d-Quoting prerequisites are met. Otherwise, the d-Quote
will be handled as a regular e-Quote, notwithstanding the fact that the Floor broker has designated the e-
Quote as a d-Quote. The requirements for e-Quotes apply to d-Quotes, including the requirement that the
Floor broker be in the Crowd.

Discretionary instructions will not be active with respect to the opening and closing transactions, and will
be active only with respect to automatic executions when the e-Quote is at or adds volume to the existing
Exchange best bid or best offer or would establish a new Exchange best bid or offer. See Rule 70.25(a)(P3).
Discretionary instructions will apply to both displayed and reserve interest, including reserve interest that is
excluded from the aggregate reserve size visible to the specialist on the Floor.

A Floor broker may have multiple d-Quotes, with different discretionary price and size limitations, on the same
side of the market. Such multiple d-Quotes do not compete with each other for executions; upon execution,
trading volume will be automatically allocated based on the number of Floor brokers participating in an
execution, not on the number of d-Quotes participating in an execution.

2. Discretionary Price

Floor brokers can use d-Quotes to set a price range for their orders within which they are willing to initiate or
participate in a trade. This discretion will be used, as necessary, to initiate or participate in a trade with an
incoming order capable of trading at a price within the discretionary range. Discretionary price instructions
may apply to all or part of a d-Quote.

When a d-Quote is competing with same-side quoted or trading interest (i.e. displayed interest at the
BBO, other d-Quotes, or a same-side specialist algorithmic trading message, such as to provide price
improvement), if the d-Quote can get a larger allocation by providing an additional penny (or more) of price
improvement and the discretionary instructions permit the d-Quote to trade at that price, it will do so. See
Rule 70.25(b)(P3)

3. Discretionary Size

D-Quotes give Floor brokers the ability to set discretionary parameters regarding the size of executions
as well. For example, Floor brokers may designate that discretionary instructions apply only to a portion of
their e-Quote. In addition, Floor brokers who use e-Quoting price discretion may also set a minimum and/
or maximum size limit with respect to the size of contra-side interest with which it is willing to trade using
price discretion. This allows for more specific order management by preventing the d-Quote from trading

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

625

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE70.25%28a%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE70.25%28b%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


with opposite side interest that the Floor broker has judged to be too little or too great in the context of the
order or orders he or she is managing. Only published contra-side volume is considered when determining
whether such volume is within the d-Quote's discretionary volume range; reserve and other interest at the
possible execution price is not considered, as it is not displayed. Similarly, interest displayed by other market
centers at the price at which a d-Quote may trade will not generally be considered when determining if the
minimum volume range is met, unless the Floor broker electronically indicates that such away volume should
be included in this determination. See Rule 70.25(c)(P3)

4. d-Quote Executions

The goal of discretionary e-Quoting is to secure the largest execution for the d-Quote, using the least amount
of price discretion. Accordingly, discretionary e-Quotes will automatically execute against a contra-side
order that enters the Display Book® system if the order's price is within the discretionary price range and the
order's size meets any minimum or maximum size requirements that have been set for the d-Quote. Note
that discretionary e-Quotes from Floor brokers on opposite sides of the market will be able to trade with each
other.

Discretionary e-Quotes from different Floor brokers on the same side of the market with the same price
instructions will trade on parity after interest entitled to priority is executed. Same-side d-Quotes from different
Floor brokers with differing instructions will compete for an execution, with the most aggressive price range
establishing the execution price. If an incoming order remains unfilled at that price, executions within the less
aggressive price range may then occur.

Discretionary e-Quotes will also compete with same-side specialist algorithmic trading messages targeting
incoming orders. If the price of d-Quotes and specialist trading messages are the same, the d-Quotes and the
specialist messages will trade on parity. Rule 70.25(d)(P3).

G. Pegging of e-Quotes and d-Quotes

In the Hybrid Market, a Floor broker needs to be represented in the BBO in order to participate in automatic
executions. E-Quotes provide Floor brokers with the mechanism to be part of the quote. But in a more
automated environment, the BBO may change rapidly and the e-Quoting process, as it currently exists, may
not always be sufficient to enable Floor brokers to stay with a quickly changing quote. As a result, Floor
brokers will have the ability to “peg” their orders to the prevailing quote, which will keep their interest in the
quote, even as the quote moves. Rule 70.26(P3)

Floor brokers will be able to designate a range of prices within which their e-Quotes and d-Quotes will peg
and, as long as the BBO is within that range, the e-Quote and d-Quote will be included in the quote. Buy side
e-Quotes and d-Quotes will peg to the best bid, and sell side e-Quotes and d-Quotes will peg to the best
offer.

In addition, Floor brokers may set a minimum and/or maximum size of same-side volume to which their e-
Quote or d-Quote will peg. Pegging e-Quotes and d-Quotes may set a “quote price” specifying the lowest
price to which a sell-side e-Quote or d-Quote may peg and the highest price to which a buy-side e-Quote or
d-Quote may peg. A “ceiling price” may be set to establish the highest price to which a buy-side e-Quote or
d-Quote may peg, and a “floor price” may be set to establish the lowest price to which a sell-side e-Quote or
d-Quote may peg. The quote, ceiling and floor prices must be at or within the limit price of the order being e-
Quoted or d-Quoted.

A pegging d-Quote's price discretion range will move along with the d-Quote as it pegs. Pegging is a separate
type of discretionary instruction and may occur with e-Quotes and/or with d-Quotes using discretionary price
instructions.

H. New Block Cross (Rule 127 Trades) Rule
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In connection with the Hybrid Market implementation, the Exchange has modified NYSE Rule 127 (block
cross transactions outside of the quoted market). The amended rule provides that in order to effect a block
cross at a clean-up price outside the current quotation, the member organization representing only agency
interest on both sides must:

1. Trade with the Exchange best bid (offer), including all reserve interest at that price and any
percentage orders elected by that execution at such bid (offer) price;

2. Trade with all orders in the Display Book® system limited to prices better than the block clean-up
price, including Floor brokers' e-Quotes and any percentage orders elected by that execution, at a
price that is the minimum variation (typically, one cent) better than the block clean-up price; and

3. Cross the block orders at the specified clean-up price. The block will be entitled to priority at the
clean-up price.

4. If the crossing member organization is establishing or increasing their proprietary position by taking
all or part of one side of a block cross, then the crossing member organization would trade after the
inside and clean-up executions and would get the clean-up price.

5. If the crossing member organization is liquidating or decreasing their proprietaryposition by taking
all or part of one side of a block cross, then the crossing member organization is not required to fill
at the clean-up price orders limited to the clean-up price or better.

Pursuant to NYSE Rule 127(b)(iii)(P3) , the requirements of NYSE Rule 76 will not apply to executions made
in accordance with the block cross rule.

I. New Rule on Exchange-Designated Default Sponsoring Members

Upon the effective date of the NMS Linkage Plan through the end of June 2007, member access to NMS
Linkage Plan Participants and the NASD will be provided by an Exchange-designated default Sponsoring
Member broker/dealer. All orders submitted to the Exchange, in whole or in part, that are to be routed to
NMS Linkage Plan Participants and the NASD for execution, will have the identification code of the default
Sponsoring Member systemically substituted for the entering member organization's identification code prior
to the order being automatically routed for execution to such other market center. Neither the Exchange nor
the default Sponsoring Member shall be liable for any damages sustained by an allied member or member
organization for services rendered to such allied member or member organization as contemplated by
Exchange Rule 17T except as otherwise provided in Exchange Rules. See NYSE Rule 17T(P3).

* * *

Additional information about the Hybrid Market and its features is available at www.nyse.com. As additional
functionalities are implemented, the Exchange will issue additional Information Memos. For additional
information regarding the previously implemented Phases and functionalities of the Hybrid Market Initiative,
see Information Memos 05-98, 06-14, 06-29, 06-45, and 06-61.

Questions regarding this Information Memo should be directed as follows:

General Questions - Operations and Technology:

Anne E. Allen, Executive Vice President, Floor Operations (212-656-4582)

Lou Pastina, Senior Vice President, Market Development (212-656-6821)

General Questions — Rules:

Deanna Logan, Director, Office of the General Counsel (212-656-2389)

Daniel Labovitz, Director, Market Surveillance (212-656-2081)

Douglas Witter, Senior Special Counsel, Market Surveillance (212-656-4875)

Questions Regarding Specialist Rules

Jerome Reda, Director, Market Surveillance (212-656-5354)
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Questions Regarding Floor Broker Rules

Rohan Prashad, Director, Market Surveillance (212-656-6772)

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Attachments

Exhibit A

Additions underscored

Deletions [bracketed]

Definitions of Orders

Rule 13

* * * * *

Auto Ex Order

(i)(P3) An auto ex order is an order in a security, other than a bond traded in NYSE Bonds SM, that initiates
an automatic execution in accordance with, and to the extent provided by, Exchange Rules 1000- 1004,
immediately upon entry into Exchange systems. The following are auto ex orders:

(a) (P3) a market order;
(b) (P3) a limit order to buy (sell) priced at or above (below) the Exchange best offer (bid) at the time

such order is routed to the Display Book® (“a marketable limit order”);
(c) (P3) an immediate or cancel order designated for automatic execution; or
(d) (P3) a market or marketable limit sell “plus”-buy “minus,” or short sale order systemically delivered

to the Display Book®;
(e) (P3) the round lot portion of a part of round lot (PRL) market or marketable limit order;
(f) (P3) an auto ex order that has been cancelled and replaced with an auto ex order; or
(g) (P3) an intermarket sweep order, as defined in this rule.

(ii) (P3) Non-auto ex orders participate in automatic executions in accordance with, and to the extent provided
by, Exchange Rules.

* * * * *

Do Not Reduce or “DNR” Order (P3)

A limited order to buy or a stop order to sell which is not to be reduced by the amount of an ordinary cash
dividend on the ex-dividend date. A do not reduce order applies only to ordinary cash dividends; it should be
reduced for other distributions such as when a stock goes “ex” a stock dividend or ex rights.

* * * * *

Do Not Increase or “DNI” Order (P3)

A limited order to buy or a stop order to sell which is not to be increased in shares on the ex-date as a result
of a stock dividend or stock distribution.
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* * * * *

Good ‘Til Cancelled Order (GTC) or Open Order (P3)

An order to buy or sell which remains in effect until it is either executed or cancelled. A good 'til cancelled
order that is designated “Off-Hours eligible” may be executed through the “Off-Hours Trading Facility” (as
Rule 900 (Off-Hours Trading: Applicability and Definitions) defines that term).

* * * * *

Immediate or Cancel Order (P3)

(a)(P3) Regulation NMS-compliant Immediate or Cancel Order: A market or limited price order designated
immediate or cancel that will be automatically executed against the displayed quotation up to its full size
and sweep the Display Book® system, as provided in Rule 1000, to the extent possible without being routed
elsewhere for execution, and the portion not so executed will be immediately and automatically cancelled.

(b)(P3) NYSE Immediate or Cancel Order: A market or limited price order designated immediate or cancel
that will be automatically executed against the displayed quotation up to its full size and sweep the Display
Book® system, as provided in Rule 1000 to the extent possible, with portions of the order routed to other
markets if necessary in compliance with Regulation NMS and the portion not so executed will be immediately
and automatically cancelled.

(c)(P3) Any immediate or cancel order may be entered before the Exchange opening for participation in the
opening trade. If not executed as part of the opening trade, the order, or part thereof, will be immediately and
automatically cancelled.

(d)(P3) A NYSE immediate or cancel order received during a trading halt will be held for participation in the
re-opening trade. If not executed as part of the re-opening trade, the order, or part thereof, will be immediately
and automatically cancelled.

(e)(P3) A “commitment to trade” received on the Floor through ITS shall be treated in the same manner,
and entitled to the same privileges, as would an Regulation NMS compliant immediate or cancel order that
reaches the Floor at the same time except as otherwise provided in the Plan and except further that such a
commitment will not sweep the Display Book® system, may not be “stopped,” and shall remain irrevocable for
the time period chosen by the sender of the commitment.

* * * * *

Market Order (P3)

An order to buy or sell a stated amount of a security at the most advantageous price obtainable after the
order is represented in the Trading Crowd or routed to the Display Book®.

* * * * *

Sell “Plus”- Buy “Minus” Order (P3)

A market order to sell “plus” is a market order to sell a stated amount of a stock provided that the price to be
obtained is not lower than the last sale if the last sale was a “plus” or “zero plus” tick, and is not lower than the
last sale plus the minimum fractional change in the stock if the last sale was a “minus” or “zero minus” tick.
A limited price order to sell “plus” would have the additional restriction of stating the lowest price at which it
could be executed.

Sell “plus” limit orders and sell “plus” market orders that are systemically delivered to the Display Book® will
be eligible to be automatically executed in accordance with, and to the extent provided by, Exchange Rules
1000- 1004, consistent with the order's instructions.
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A market order to buy “minus” is a market order to buy a stated amount of a stock provided that the price to
be obtained is not higher than the last sale if the last sale was a “minus” or “zero minus” tick, and is not higher
than the last sale minus the minimum fractional change in the stock if the last sale was a “plus” or “zero plus”
tick. A limited price order to buy “minus” would have the additional restriction of stating the highest price at
which it could be executed.

Buy “minus” limit orders and buy “minus” market orders that are systemically delivered to the Display Book®
will be eligible to be automatically executed in accordance with, and to the extent provided by, Exchange
Rules 1000- 1004, consistent with the order's instructions.

* * * * *

Stop Order (P3)

A stop order to buy becomes a market order when a transaction in the security occurs at or above the
stop price after the order is received into the Exchange's automated order routing system or is manually
represented by a Floor broker in the Crowd. A stop order to sell becomes a market order when a transaction
in the security occurs at or below the stop price after the order is received into the Exchange's automated
order routing system or is manually represented by a Floor broker in the Crowd. Elected stop orders become
market orders and will be eligible to be automatically executed in accordance with, and to the extent provided
by, Exchange Rules 116.40, 123C and 1000- 1004.

Stop orders that would be elected by the price of the opening transaction on the Exchange will be included in
the opening transaction as market orders.

* * * * *

Stop Limit Order(P3).

Not a valid Order Type for Hybrid Phase 3 Pilot securities.

* * * * *

• • • Supplementary Material 

* * * * *

.30 (P3) Stop orders to buy and sell an Investment Company Unit (as defined in Section 703.16 of the
Exchange's Listed Company Manual) or a Trust Issued Receipt (as defined in Rule 1200) shall be elected by
a quotation as set forth below:

(i) (P3) a stop order to buy becomes a market order when the bid price in the security is at or above
the stop price after the order is routed to the Display Book® or is manually represented by a Floor
broker in the Crowd;

(ii) (P3) a stop order to sell becomes a market order when the offer price in the security is at or below
the stop price after the order is routed the Display Book® or is manually represented in the Crowd.

* * * * *

Rule 60. Dissemination of Quotations

* * * * *

(e)

* * * * *

(ii)

* * * * *
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(C) (P3) Autoquote will resume as soon as possible after a LRP, as defined in Exchange Rule 1000(a)(iv)(A)
has been reached, but in no more than five to ten seconds, unless the unfilled balance of an automatically
executing order is able to trade at a price above (below) the LRP and the price creates a locked or crossed
market. In such case, autoquote will resume with a manual transaction, consistent with Section 242.604 of
Regulation NMS, 17 CFR Part 242 (the “Limit Order Protection Rule”) and Exchange Rule 79A.15.

(iii) (P3) In the following situations, even though automatic executions are suspended pursuant to Rule
1000(a), autoquote will update the quote:

(a)(P3) When the Exchange best bid (offer) is such that it is outside a LRP and such LRP has not yet been
reached.

* * * * *

(b) (i)(P3) When an order or cancellation of an order arrives that would not result in a locked or crossed
market in a security whose price on the Exchange is $1000 or more (“high-priced” security) or a manual
execution takes place in such security.

* * * * *

(c)(P3) When autoquote is suspended pursuant to paragraph (e)(i)(C), above, and automatic executions are
suspended pursuant to Rule 1000(a), autoquote will update the quote as follows:

* * * * *

Rule 70. Bids and Offers

* * * * *

• • • Supplementary Material 

* * * * *

.20 (a)(i)(P3) With respect to orders he or she is representing on the Floor, a Floor broker may place within
the Display Book(r) system broker agency interest files at multiple price points on both sides of the market at
or outside the Exchange best bid and offer with respect to each security trading in the location(s) comprising
the Crowd such Floor broker is a part of with respect to orders he or she is representing on the Floor, except
that the agency interest files shall not include unelected stop orders or any customer interest that restricts the
specialist's ability to be on parity pursuant to Exchange Rules 104.10(6)(i)(C) and 108(a).

* * * * *

(c)(i)(P3) Floor broker agency interest placed within files shall become part of the quotation when it
is at or becomes the Exchange best bid or offer and shall be executed in accordance with Exchange
Rule 72. Floor broker agency interest (also referred to as e-Quotes SM) placed within files shall be
automatically executed, in accordance with, and to the extent provided by, Exchange Rules 1000-
1004.

* * * * *

(d)(i)(P3). Rescinded for Hybrid Phase 3 Pilot securities.

* * * * *

(d)(ii )(P3). Rescinded for Hybrid Phase 3 Pilot securities.

* * * * *

Rule 72. Priority and Precedence of Bids and Offers

* * * * *

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

631

http://prod.resource.cch.com/resource/scion/citation/pit/17CFR242.604/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/17CFR242.604/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE79A.15/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE1000%28a%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE1000%28a%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE1000%28a%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE70/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE108%28a%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE72/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE72/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE1000/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE1004/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE72/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


Transfer of priority, parity and precedence

* * * * *

Priority and Parity of Residual

(j)(i)(P3) When a liquidity replenishment point (LRP), as defined in Exchange Rule 1000(a)(iv), has been
reached, any residual remaining after a sweep, as described in Rule 1000(d) that trades at the bid (offer)
price or the LRP is entitled to priority for one trade at that price. Any residual remaining that trades at a price
other than the bid (offer) price or the LRP, shall be on parity with other interest at such other price.

* * * * *

(j)(ii)(P3) Rescinded for Hybrid Phase 3 Pilot securities.

* * * * *

“Crossing” Orders

Rule 76. (P3) When a member has an order to buy and an order to sell the same security, he or she shall
offer such security at a price which is higher than his or her bid by the minimum variation permitted in
such security before making a transaction with himself or herself. All such bids and offers shall be clearly
announced to the trading Crowd before the member may proceed with the proposed “cross” transaction.

The provisions of this rule apply only to manual transactions. This rule does not apply to automatic
executions, including executions through NYSE Direct+® and NYSE Bonds®.

* * * * *

Dealings by Specialists

Rule 104.

* * * * *

Supplementary Material:

Functions of Specialists

.10 Regular specialists.-Any member who expects to act regularly as specialist in any listed stock and
to solicit orders therein must be registered as a regular specialist.

* * * * *

(5)(i)(P3) Transactions on the Exchange by a specialist for the specialist's account are to be effected in a
reasonable and orderly manner in relation to the condition of the general market, the market in the particular
stock and the adequacy of the specialist's position to the immediate and reasonably anticipated needs of the
round-lot and the odd-lot market.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

632

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE1000%28d%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE76/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE104/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


(a) (P3) The following types of transactions are permitted when they are reasonably necessary to
render the specialist's position adequate to such markets' needs:

(I) (P3) Neutral Transactions

(a) (P3) Definition - A neutral transaction is a purchase or sale by which a specialist
liquidates or decreases a position.

(b) (P3) Neutral Transactions may be made without restriction as to price.
(c) (P3) Re-entry Obligation Following Neutral Transactions -

The specialist's obligation to maintain a fair and orderly market may require
re-entry on the opposite side of the market trend after effecting one or more
Neutral Transactions. Such re-entry transactions should be in accordance with
the immediate and anticipated needs of the market.

(d) (P3) Neutral Transactions must yield parity to, and may not claim precedence
based on size over, a customer order in the Crowd upon the request of the
member representing such order, where such request has been documented
as a term of the order, to the extent of the volume of such order that has been
included in the quote prior to the transaction.

(e) (P3) The requirements contained in (5)(i)(a)(I)(d) above shall not apply to
automatic executions involving the specialist dealer account.

(II) (P3) Non-Conditional Transactions

(a) Definition - A non-conditional transaction is a specialist's bid or purchase and
offer or sale, that establishes or increases a position, other than a transaction
that reaches across the market to trade with the Exchange bid or offer.

(b) (P3) Non-Conditional Transactions may be made without restriction as to price in
order to:

(i) (P3) match another market's better bid or offer price;
(ii) (P3) bring the price of a security into parity with an underlying or

related security or asset;
(iii) (P3) add size to an independently established bid or offer on the

Exchange;
(iv) (P3) purchase at the published bid price on the Exchange;
(v) (P3) sell at the published offer price on the Exchange;
(vi) (P3) purchase or sell at a price between the Exchange published bid

and published offer;
(vii) (P3) purchase below the published bid or sell above the published offer

on the Exchange;
(c) (P3) Re-entry Obligation Following Non-Conditional Transactions - The

specialist's obligation to maintain a fair and orderly market may require re-
entry on the opposite side of the market trend after effecting one or more Non-
Conditional Transactions. Such re-entry transactions should be commensurate
with the size of the Non-Conditional Transactions and the immediate and
anticipated needs of the market.

(b) (I)(P3) The following types of transactions by a specialist for the specialist's account to establish
or increase a position that reach across the market to trade with the Exchange bid or offer are not
to be effected except when, with the approval of a Floor Official, the transactions are reasonably
necessary to render the specialist's position adequate to the immediate and reasonably anticipated
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needs of the round-lot and the odd-lot market and the specialist reoffers or rebids where necessary
after effecting such transaction:

(a) (P3) a purchase at a price above the last trade price on the Exchange;
(b) (P3) a sale at a price below the last trade price on the Exchange;
(c) (P3) the purchase of more than 50% of the stock offered in the market at a price equal to

the last trade price where such last trade price was higher than the last differently priced
regular way sale.

(c) (P3) Prohibited Transactions

(A) (P3) During the last ten minutes prior to the close of trading, a specialist with a long
position in a security is prohibited from making a purchase in such security that results in
a new high price on the Exchange for the day at the time of the specialist's transaction,
except as provided in subparagraphs (5)(i)(a)(II)(b)(i) through (5)(i)(a)(II)(b)(ii) above.

(B) (P3) During the last ten minutes of trading, a specialist with a short position in a security
is prohibited from making a sale in such security, including securities subject to the
Regulation SHO Pilot (17 CFR 240.202T), that results in a new low price on the Exchange
for the day at the time of the specialist's transaction, except as provided in subparagraphs
(5)(i)(a)(II)(b)(i) through (5)(i)(a)(II)(b)(ii) above.

(ii)(P3) Whenever a specialist effects a principal purchase of a specialty stock, in another market center at or
above the price at which the specialist holds orders to sell that stock, such orders which remain unexecuted
on the Floor must be filled by the specialist buying the stock for the specialist's account at the same price at
which the principal transaction was effected; above unless effecting such a principal transaction on the Floor
at that price would be inconsistent with the maintenance of fair and orderly markets.

(iii)(P3) Whenever a specialist effects a principal sale of a specialty stock in another market center at or below
the price at which the specialist holds orders to buy that stock, such orders which remain unexecuted on the
Floor must be filled by the specialist selling the stock for the specialist's account at the same price at which
the principal transaction was effected unless effecting such principal transaction on the Floor at that price
would be inconsistent with the maintenance of fair and orderly markets and provided further that effecting
such a principal transaction on the Floor, at that price, would not be precluded by the short selling rules, or
would not result in a sale to a stabilizing bid.

(6)(P3)Specialist Transactions in Active Securities that Establish or Increase the Specialist's Position:

(i)(P3) Definition - “active” securities are:

(a) (P3)securities comprising the S&P 500® Stock Index;
(b) (P3)securities trading on the Exchange during the first five trading days following their initial public

offering of such securities; and
(c) (P3) securities that have been designated as “active” by a Floor Official subject to the following

provisions:

(I) (P3) A Floor Official may designate a security as “active” when such security has exhibited
substantially greater than normal trading volume and is, in the Floor Official's judgment
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likely to continue to sustain such higher volume during the remainder of the current trading
session.

(II) (P3)A Floor Official's designation of a security as “active” shall last only for the trading
session on the particular day it is determined. A new designation may be made on
subsequent days based on the security's trading characteristics that day.

(III) (P3)The Floor Official shall promptly inform the Market Surveillance Division of NYSE
Regulation, Inc. (“MKS”) any time she or he designates a security as “active,” in the time
and manner prescribed by the Exchange.

(IV) (P3)The Floor Official designating a security as “active” and the specialist for such security
shall prepare and maintain such documentation regarding the security as the Exchange
shall from time to time require.

(ii)(P3)Definition - A “Conditional Transaction” is a specialist's transaction in an active security that establishes
or increases a position and reaches across the market to trade as the contra-side to the Exchange published
bid or offer (“Hit Bid/Take Offer”).

(iii)(P3)The following Conditional Transactions, may be made by a specialist without restriction as to price,
provided they are followed by appropriate re-entry on the opposite side of the market commensurate with
the size of the specialist's transaction. (“Appropriate” re-entry shall mean re-entry on the opposite side of the
market at or before the price participation point or the “PPP”.):

(a) (P3)A specialist's purchase from the Exchange published offer that is priced above the last
differently-priced trade on the Exchange and above the last differently-priced published offer on the
Exchange; and

(b) (P3)A specialist's sale to the Exchange published bid that is priced below the last differently-priced
trade on the Exchange and below the last differently-priced published bid on the Exchange.

(iv)(P3) Re-entry Obligations for Conditional Transactions:

(a) (P3) “PPPs” - The Exchange will periodically issue guidelines, called price participation points
(“PPP”), that identify the price at or before which a specialist is expected to re-enter the market after
effecting a Conditional Transaction. PPPs are only minimum guidelines and compliance with them
does not guarantee that a specialist is meeting its obligations.

(b) (P3)Notwithstanding that a security may not have reached the PPP, the specialist may be required
to re-enter the market immediately after a Conditional Transaction based on the price and/or
volume of the specialist's trading in reference to the market in the security at the time of such
trading. In such situations specialists may not rely on the fact that there may have been one or more
independent trades following the specialist's trading to justify a failure to re-enter the market.

(c) (P3)Immediate re-entry is required after the following Conditional Transactions:

(I) (P3)A purchase that (1) reaches across the market to trade with an Exchange published
offer that is above the last differently priced trade on the Exchange and above the last
differently priced published offer on the Exchange, (2) is 10,000 shares or more or has a
market value of $200,000 or more, and (3) exceeds 50% of the published offer size.

(II) (P4) A sale that (1) reaches across the market to trade with an Exchange published bid
that is below the last differently priced trade on the Exchange and below the last differently
priced published bid on the Exchange, (2) is 10,000 shares or more or has a market value
of $200,000 or more, and (3) exceeds 50% of the published bid size.

(III) (P4) Each trade at a separate price in a Sweep is viewed as a transaction with the
published bid or offer for the purpose of subparagraphs (6)(iv)(c)(I) and (6)(iv)(c)(II) above.

(v)(P3)The following Conditional Transactions may be made without restriction as to price:
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(a) (P3) A specialist's purchase from the Exchange published offer that is priced above the last
differently-priced trade on the Exchange or above the last differently-priced published offer on the
Exchange; and

(b) (P3)A specialist's sale to the Exchange published bid that is priced below the last differently-priced
trade on the Exchange or below the last differently-priced published bid on the Exchange.

(c) (P3)Re-entry obligations following transactions defined in subparagraphs (6)(v)(a) and (6)(v)(b)
above are the same as for Non-Conditional Transactions pursuant to subparagraph (5)(i)(a)(II)(c)
above.

(7)(P3) The requirement to obtain Floor Official approval for transactions for a specialist's own account
contained in subparagraphs (5)(i)(b)(I)(a)(P3) through (5)(i)(b)(I)(c)(P3) above shall not apply to transactions
effected in an investment company unit (the “unit”), as that term is defined in Section 703.16 of the
Listed Company Manual, a Trust Issued Receipt (the “receipt”) as that term is defined in Rule 1200,
streetTRACKS(r) Gold Shares as that term is defined in Rule 1300 or Currency Trust Shares as that term
is defined in Rule 1301A. Nevertheless such transactions must be effected in a manner that is consistent
with the maintenance of a fair and orderly market and with the other requirements of this rule and the
supplementary material herein.

(8)(P3) When inquiry is made of a specialist as to the price at which a block of stock may be sold, the
specialist may advise the broker of the “clean up” price for the block, after trading with the published bid
(offer). IF, as a result of this inquiry, the block is sold and the specialist participates as a dealer at the “clean
up” price, he should also execute at the same price the executable buy orders held by him. The same
principle applies in the event an inquiry is made with respect to an order to purchase a block of stock.

(9)(P3) A specialist's bid or offer in a specialty stock on the Exchange may not be inferior to the specialist's
market maker bid or offer disseminated by an electronic communications network (as that term is defined
in Securities and Exchange Commission Rule 600(b)(23) of Regulation NMS or any other market center.
A specialist may not disseminate a market maker bid or offer on another market center or electronic
communications network at a price at which Exchange rules would preclude dissemination of such bid or offer
on the Exchange.

* * * * *

Rule 115. Disclosure of Specialists' Orders

* * * * *

(iii)(P3) while acting in a market making capacity, to provide information about buying or selling interest in the
market, including aggregated buying or selling interest contained in Floor broker agency interest files other
than interest the broker has chosen to exclude from the aggregated buying and selling interest in response to
an inquiry from a member conducting a market probe in the normal course of business.

* * * * *

Orders at Opening or in Unusual Situations

• • • Supplementary Material: 

Rule 115A.

.10 (P3) Queries to the Display Book (r) systems prior to an opening. - Specialists, trading assistants and
anyone acting on their behalf are prohibited from using the Display Book® system in a manner designed to
discover inappropriately information about unelected stop orders when arranging the open or to otherwise
attempt to obtain information regarding unelected stop orders.

* * * * *
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“Stop” Constitutes Guarantee

Rule 116.

* * * * *

• • • Supplementary Material: 

* * * * *

.40

* * * * *

(A)(P3) All Stop Orders that would be elected based on the closing price will be automatically
and systemically converted to market orders and included in the total number of market-at-the-
close orders to be executed at the close in accordance with the provisions provided below.

For the purpose of this rule, the provisions provided below are now lettered (B) and (C)
respectively for Hybrid Phase 3 Pilot securities.

* * * * *

.50 (P3) Queries to the Display Book (r) systems prior to the close. - Specialists, trading assistants
and anyone acting on their behalf are prohibited from using the Display Book® system in a manner
designed to discover inappropriately information about unelected stop orders when arranging the close
or to otherwise attempt to obtain information regarding unelected stop orders.

* * * * *

Orders To Be Reduced and Increased on Ex-Date

Rule 118.

* * * * *

(2)(P3) open stop orders to sell.

* * * * *

Record of Orders

Rule 123.

* * * * *

(e) System Entry Required

* * * * *

7(P3). Designation as market, auction market, limit, stop, or auction limit order;

* * * * *

Miscellaneous Requirements

• • • Supplementary Material: 

Rule 123A.

* * * * *

.30 A specialist may accept one or more percentage orders. -
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* * * * *

(a)

* * * * *

(i) (P3) CAP-DI orders on the same side of the market as an automatically executed order will be
elected by such execution and may participate in a transaction at the electing price if there is contra-
side volume available at the electing price after the electing order is filled in its entirety.

* * * * *
(ii) (P3) CAP-DI orders on the same side of the market as an automatically executing order sweeping

the Display Book® system will be elected at each execution price that is part of the sweep, but will
not participate in a transaction at that price if there is volume remaining on the sweeping order. In
such case, the elected CAP-DI order will be automatically and systemically unelected in accordance
with its terms. At the last execution price that is part of the sweep, elected CAP-DI orders may
participate in an execution at that price if there is contra-side volume remaining on the Display
Book® system or from contra-side elected CAP-DI orders, after the sweeping order is filled or is
otherwise unable to continue executing.

* * * * *
(iii) (P3) CAP-DI orders on the contra-side of the market as an automatically executed order will be

elected by such execution and may participate in a transaction at the electing price if there is
volume available at the electing price.

* * * * *
(iv) (P3) CAP-DI orders on the contra-side of the market as an automatically executing electing order

sweeping the Display Book® system will be elected at each execution price that is part of the
sweep, and participate in a transaction at such price if there is volume available on the Display
Book® system or from elected CAP-DI orders on the same side of the market as the sweeping
order.

* * * * *

.40(P3) Rescinded for Hybrid Phase 3 Pilot securities.

* * * * *

Rule 123C. Market On The Close Policy And Expiration Procedures

* * * * *

(3) Closing Prints

(A) Order Imbalance—

* * * * *

(P3) The specialist shall then stop the remaining MOC/LOC buy and MOC/LOC sell orders against each other
and pair them off at the price of the immediately preceding sale described above. The “pair off” transaction
would be printed on the Tape as “stopped stock.” (Rule 116.40) (Any stop orders that would be elected based
on the closing price will be automatically and systemically converted to market orders and included in the
total number of market-at-the-close orders to be executed as if the elected stop orders were market-at-the-
close orders. Any percentage orders that would be elected and become executable as a result of the closing
transaction should also be included in the close.)

* * * * *

Rule 124. Odd-Lot Orders
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* * * * *

(f)(P3) The provisions of subparagraph (f)(i) through ((f)(iii) above are rescinded for Hybrid Phase 3 Pilot
securities.

* * * * *

Block Crosses Outside the Prevailing NYSE Quotation

Rule 127(P3)

(a)(P3) A member organization that receives an order or orders for the purchase or sale of a block of stock,
which may not readily be absorbed by the market, should explore in depth the market on the Floor. Unless
professional judgment dictates otherwise, this should include checking with the specialist to ascertain the
extent of the specialist's interest in participating at an indicated price or prices. The specialist should maintain
the same depth and normal variations between sales as he or she would had he or she not learned of the
block.

(b)(P3) A member organization which has a block of stock it intends to cross on the Floor at a specific
clean-up price outside the current quotation should, when ready to effect the cross, proceed in the manner
described below.

(i)(P3) The member organization should inform the specialist of its intention to cross a block at a specific
price. There should not be any intervening trades, other than transactions required to effect the block cross,
as required herein by the member organization representing the block order between the time it informs the
specialist of its intention and the trade or trades to clean-up the block.

(ii)(P3) In order to effect a block cross at a clean-up price outside the current quotation, the member
organization must: (a) trade with the Exchange best bid (offer), including all reserve interest at that price
and any percentage orders elected by that execution at such bid (offer) price; (b) trade with all orders in the
Display Book ( system limited to prices better than the block clean-up price, including Floor Brokers' e-Quotes
and any percentage orders elected by that execution, at a price that is the minimum variation (typically, one
cent) better than the block clean-up price, and (c) crossing the block orders at the specified clean-up price.
The block shall be entitled to priority at the clean-up price.

(c)(P3) Member Organization Positioning. This paragraph shall apply to block transactions in which all or a
part of one side of the block is for a member organization's own account.

(1) (P3) Establishing or increasing a position. If all or any portion of the block will establish or
increase the member organization's position, the member organization representing the block
orders must: (a) trade with the Exchange best bid (offer), including all reserve interest at that price
and any percentage orders elected by that execution at such bid (offer) price and (b) crossing the
block orders at the specified clean-up price. The member organization must fill at the clean-up price
orders limited to the clean-up price or better before any amount may be retained for the member
organization's account.

(2) (P3) Liquidating position. A member organization which is covering a short position or liquidating
a long position must : (a) trade with the Exchange best bid (offer), including all reserve interest at
that price and any percentage orders elected by that execution at such bid (offer) price; (b) trade
with all orders in the Display Book® system limited to prices better than the block clean-up price,
including Floor Brokers' e-Quotes and any percentage orders elected by that execution, at a price
that is the minimum variation (typically, one cent) better than the block clean-up price, and (c)
crossing the block orders at the specified clean-up price. The member organization is not required
to fill at the clean-up price orders limited to the clean-up price or better.

(d)(P3) Reasonable Needs of the Specialist. (1) After exploring the market and consulting with the
specialist, the member organization should be prepared to fill the needs of the specialist in accordance with
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that conversation. The specialist cannot increase the amount which he or she initially indicated unless the
member organization agrees or the market has changed substantially.

(2) (P3) If the member organization does not consult with the specialist, the member organization
should make a professional estimate of the probable needs of the specialist and reserve an
appropriate amount to fill such needs.

(3) (P3) If the specialist and the member organization representing the block orders disagree as to
the extent of the needs of the specialist, they should consult with a Floor Official. As appropriate, it
may be necessary for the specialist to trade with the offer side of the cross to ensure that his or her
reasonable needs in maintaining an aftermarket are satisfied. As provided in Rule 92, the specialist
may not retain any stock for his or her own account obtained at a price at which he or she holds
executable, but unfilled, orders.

(e)(P3) The requirements of Rule 76 will not apply to executions made in accordance with this rule.

Supplementary Material:

.10(P3) Definition of a Block.-For the purposes of this Rule, a block shall be at least 10,000
shares or a quantity of stock having a market value of $200,000 or more, whichever is less,
which is acquired by a member organization on its own behalf and/or for others from one or more
buyers or sellers in a single transaction.

*****

. 20(P3) Rule 127 Supplementary Material .20 Rescinded as to Hybrid Phase 3 Pilot securities.

Order Tracking Requirements

Rule 132B. (a) Procedures

* * * * *

9(P3). the designation of the order as a market order, auction market order, limit order, stop order or auction
limit, or intermarket sweep order;

* * * * *

(b) Order Origination and Receipt

* * * * *

9(P3). the designation of the order as a market order, auction market order, limit order, stop order, auction
limit, or intermarket sweep order;

* * * * *

Rule 476A. Imposition of Fines for Minor Violation(s) of Rules

* * * * *

• (P3) Rule 80A(b) restrictions on entry of stop orders

* * * * *

• (P3) Rule 123A.40 Rescinded as to Hybrid Phase 3 Pilot securities.

* * * * *

NYSE Direct+®

Automatic Executions
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Rule 1000

Maximum Order Size for Automatic Executions

(P3) Market and limit orders of such size as the Exchange may specify from time to time are eligible to initiate
or participate in automatic executions. The Exchange shall provide for a phased-in raising of order size
eligibility, from 1,099 shares up to a maximum of 3,000,000 shares. Each raising of order size eligibility shall
be preceded by advance notice to the Exchange's membership.

* * * * *

(a)(P3) An automatically executing order shall receive an immediate, automatic execution against orders
reflected in the Exchange published quotation, orders on the Display Book®, Floor broker agency file
interest (“e-Quotes”), specialist interest (“s-Quotes”), and CAP-DI orders in accordance with, and to the
extent provided by Exchange rules and shall be immediately reported as Exchange transactions, unless the
provisions of 1000(a)(i) through 1000(iv) are met.

* * * * *

A.(P3) Liquidity replenishment points (“LRP”) are calculated by adding and subtracting a value, which
shall be determined by the Exchange, to the last sale price on the Exchange in the relevant security.
The value used to calculate the LRP will not change intraday. The LRP values will be disseminated by
the Exchange.

LRPs value ranges are as follows:
 

Price per
share <$5

$5 -
9.99

$10 -
24.99

$25 -
49.99

$50 -
99.99

$100 -
149.99

$150 -
199.99

$200 -
249.99

$250 -
1000.00

 

 

ADV
 

<500,000 0.05 0.05 0.10 0.15 0.35 0.60 1.00 1.00 1.00
shares 0.10 0.10 0.25 0.35 0.75 1.25 2.00 2.00 2.00

 

 

500,000 - 0.05 0.05 0.10 0.10 0.25 0.50 1.00 1.00 1.00
3,999,999 0.10 0.10 0.20 0.25 0.50 1.00 2.00 2.00 2.00

 

 

≧4,000,000 0.05 0.05 0.10 0.10 0.25 0.50 1.00 1.00 1.00
shares 0.10 0.10 0.20 0.25 0.50 1.00 2.00 2.00 2.00

 

B. (P3) LRPs will not be calculated and active until a trade on the Exchange in the security occurs.
C. (P3) LRPs will be calculated automatically throughout the trading day as follows:

(1) at specified intervals as the Exchange shall determine from time to time; and
(2) after a manual trade by the specialist; and
(3) when automatic executions resume after a LRP is reached.

(iv)(A) and (B) Rescinded as to Hybrid Phase 3 Pilot securities.

* * * * *

(vi)(P3) the closing price for a security, or if the security did not trade, the closing bid price of the security on
the Exchange on the immediate previous trading day is $1000.00 or more.

* * * * *

(b)(P3) Automatic executions will resume in the same way autoquoting will resume, as provided in Rules
60(e)(ii)(A), (B), and (C).

(c)(P3) Automatic executions will be available on only one side of the market when the Exchange published
bid or offer is such that it is outside a LRP.
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(d)(i) Automatically executing orders to buy shall trade with the Exchange published best offer. Automatically
executing orders to sell shall trade with the Exchange published best bid.

(ii) Where the volume associated with the Exchange published best bid (offer) is insufficient to fill an
automatically executing order in its entirety, other than an incoming commitment to trade received through
ITS, the unfilled balance of such order (the “residual”) shall trade with available contra-side interest in the
following order:

* * * * *

(C) (P3) if a residual remains, it shall then “sweep” the Display Book® system as set forth in (iii) below,
until it is executed in full, its limit price, if any, is reached, a liquidity replenishment point is reached,
or in the case of a Reg. NMS-compliant IOC order, as described in Rule 13, trading at a particular
price on the Exchange would require cancellation because the order cannot be routed to another
market center, whichever occurs first.

(D) (P3) Elected CAP-DI orders will participate in automatic executions as described in Rule 123A.30.
(E) (P3) After trading with the volume associated with the Exchange published best bid (offer), the

unfilled balance of any incoming commitment to trade received through ITS shall be automatically
cancelled, as described in Rule 13 (definition of immediate or cancel order).

* * * * *

(iii) (A)(P3) During a sweep, the residual shall trade with the orders on the Display Book® system and any
broker agency interest files (“e-Quotes”) and/or specialist interest files (“s-Quotes”) capable of execution in
accordance with Exchange rules, at each successive price lower than the displayed bid (in the case of a
sweeping sell order) or higher than the displayed offer (in the case of a sweeping buy order) as long as the
sweep continues.

(B)(P3) Rule 1000(iii)(B) Rescinded as to Hybrid Phase 3 Pilot securities.

(C)(P3) Rule 1000(iii)(C)(i) and (ii) Rescinded as to Hybrid Phase 3 Pilot securities.

(D)(P3) Where a bid or offer protected from a trade-through by Securities and Exchange Commission
rule or ITS Plan published by another ITS participating market center is better than an execution
price during a sweep, the portion of the sweeping residual that satisfies the size of such better priced
protected bid or offer will be automatically routed as a commitment to trade to the ITS participating
market center publishing such better bid or offer except with respect to Reg. NMS-compliant IOC
orders, as described in Rule 13.

* * * * *

(iv)(P3) Any residual of an auto ex limit order remaining after the sweep described in (d)(ii) and (d) (iii) above
shall be displayed as a limit order on the Display Book.® and will be bid (offered) at the order's limit price, if
any, or the LRP whichever is lower (higher).

(A) Exceptions:

Residuals will be cancelled in the manner described in Rule 13 for the following order types:

(i) Reg. NMS-compliant Immediate or Cancel orders;
(ii) NYSE Immediate or Cancel orders; and
(iii) Intermarket sweep orders.

Auto ex orders that cannot be immediately executed shall be displayed as limit orders in the auction market.

* * * * *

Execution of Automatically Executing Orders (P3)

Rule 1001.
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(a)(P3) Subject to Rule 1000, automatically executing orders shall be executed and immediately reported.
The contra side of the execution shall be as follows:

(i)(P3) the first contra side bid or offer at a particular price shall be entitled to time priority, but after a trade
or cancellation clears the Floor, all bids and offers at such price shall be on parity with each other, except
specialist bids and offers must yield to bids and offers on the Display Book® as Exchange rules require;

* * * * *

(iii)(P3) the assignment of the number of shares to each contra side bidder and offer or as appropriate,
in accordance with Exchange Rule 72, with respect to each automatic execution shall be done
automatically by the Display Book(r) system;

* * * * *

(b)(P3) No published bid or offer shall be entitled to claim precedence based on size with respect to
executions against automatically executing orders.

Availability of Automatic Execution Feature (P3)

Rule 1002(P3)

Automatic executions in a particular security, including Investment Company Units (as defined in paragraph
703.16 of the Listed Company Manual), Trust Issued Receipts (as defined in Rule 1200), streetTRACKS(r)
Gold Shares (as defined in Rule 1300 et seq.), Currency Trust Shares (as defined in Rule 1300A et seq.),
Commodity Trust Shares (as defined in Rule 1300B et seq.) or any security governed by Rule series 1100,
1200, 1300, 1300A or 1300B, shall be available after the Exchange has disseminated a published bid or offer
in the relevant security, until the close of regular trading on the Exchange in such security. Orders that are
entered prior to the dissemination of a bid or offer in the relevant security shall be handled as non-auto-ex
market or limit orders except that an incoming commitment to trade received through ITS will be cancelled.

Application of Tick Tests(P3)

Rule 1003(P3)

If a transaction has been agreed upon in the auction market, and an automatic execution is reported at a
different price before the auction market transaction is reported, any tick test applicable to such auction
market transaction shall be based on the last reported trade on the Exchange prior to such automatic
execution, except that this provision does not apply to any security that is part of the Securities and Exchange
Commission's Regulation SHO Pilot.

Election of Stop Orders and Percentage Orders (P3)

Rule 1004 (P3).

Automatic executions shall elect stop orders and percentage orders electable at the price of such executions.
Any stop orders so elected shall be automatically executed as market orders pursuant to Exchange rules. Any
percentage orders elected by automatic executions shall be executed in accordance with Rule 123A.30(a)(i)-
(iv).

* * * * *

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

643

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE1000/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE72/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE1002/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE1003/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE1004/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 06-72
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October 3, 2006

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: REGISTERED COMPETITIVE MARKET MAKERS (“RCMMs”) PERMITTED TO
COMMUNICATE WITH THEIR BOOTHS VIA THEIR EXCHANGE AUTHORIZED AND PROVIDED
PORTABLE PHONES

The Exchange has amended Rule 36.22 to further permit RCMMs to use their Exchange authorized and
provided portable phones to make calls to and receive calls from their booths on the Floor for business-
related purposes, including discussing trade reporting and executions and clearance and settlement of trades.
1   Booth personnel are also permitted to call their RCMMs' Exchange authorized and provided portable
phones for business-related purposes.

As always, RCMMs are permitted to use their Exchange authorized and provided portable phones to make
calls to and receive calls from their upstairs office personnel and their clearing member organization's

upstairs offices for business-related purposes. 2   Members are further reminded that all Exchange authorized
and provided portable phones used by Floor brokers and RCMMs will continue not to have callforwarding
or conference calling capabilities. The Exchange will continue to systemically block call-forwarding and
conference calling features on all booth phones on the Floor which are used to make calls to and receive calls
from RCMMs' Exchange authorized and provided portable phones.

Questions concerning this memorandum may be addressed to James G. Buckley, Vice President, Market
Surveillance, at 212-656-2534 or David Matta, Principal Rule Counsel, Office of the General Counsel, at
212-656-4717.

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release No.54215 (July 26, 2006), 71 FR 43551 (August 1, 2006)
(SRNYSE-2006-51).

2  See Securities Exchange Act Release No.53213 (February 2, 2006), 71 FR 7103 (February 10, 2006)
(SR-NYSE-2005-80).
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
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October 2, 2006

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW RULE 80A COLLARS AND RULE 80B CIRCUIT BREAKER LEVELS FOR FOURTH
QUARTER 2006

EFFECTIVE October 1, 2006 through December 31, 2006

• Rule 80A restrictions on index arbitrage trading in component stocks of the S&P 500 Stock Price Index will
be imposed when the NYSE Composite Index (also known as NYA) is above or below its closing value on
the previous trading day by:

160 points or more

• Rule 80A restrictions will be removed when the NYSE Composite Index is above or below its closing value
on the previous trading day by:

80 points or less

• Index arbitrage order entry restrictions will be re-imposed each time the NYSE Composite Index advances
or declines

160 points from the prior day's close.

• Rule 80B trading halts will be triggered when the Dow Jones Industrial Average (“DJIA”) declines below its
closing value on the previous trading day by:

1,150 points (Level 1)

2,300 points (Level 2)

3,450 points (Level 3)

Rule 80A

Whenever Rule 80A collars are in effect due to a decline in the NYSE Composite Index, all index arbitrage
orders to sell any component stock of the S & P 500 Stock Price Index must be marked “sell plus”; and
whenever the collars are in effect due to an advance in the NYSE Composite Index, all index arbitrage
orders to buy must be marked “buy minus.”

Rule 80B

Whenever a Rule 80B circuit breaker is in effect, trading in all stocks on the Exchange will halt for the time
periods specified below.

Level 1 Halt

a) before 2:00 p.m. - one hour;

b) at 2:00 p.m. or later but before 2:30 p.m. - 30 minutes;

c) at 2:30 p.m. or later - trading shall continue, unless there is a Level 2 Halt.

Level 2 Halt

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

645

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P06-71%2909013e2c855b3b30?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80B/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80B/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80B/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80B/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


a) before 1:00 p.m. - two hours;

b) at 1:00 p.m. or later but before 2:00 p.m. - one hour;

c) at 2:00 p.m. or later - trading shall halt and not resume for the remainder of the day.

Level 3 Halt

at any time - trading shall halt and not resume for the remainder of the day.

A complete discussion of the calculation of trigger values for Rule 80B was published in Information Memo
No. 98-15, dated April 13, 1998.

Questions concerning these matters may be addressed to Deanna Logan at (212) 656-6940 or David Matta
at (212) 656-4717.

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

646

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80B/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/98-15/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/98-15/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 06-70

Click to open document in a browser

September 29, 2006

   ATTENTION: CHIEF EXECUTIVE OFFICERS, TECHNOLOGY AND OPERATIONS OFFICERS, EQUITY
TRADING DESKS, FLOOR MEMBERS, AND REGULATORY COMPLIANCE OFFICERS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: IMPLEMENTATION OF THE NMS LINKAGE PLAN - NYSE RULES 15 AND 15A

Background

The Exchange expects the Securities and Exchange Commission to approve a national market system plan
(“NMS Linkage Plan”), effective October 1, 2006, to supersede the existing Intermarket Trading System Plan
(“ITS Plan”). The Exchange further expects the Securities and Exchange Commission to grant exemptive
relief, for the period between October 1, 2006 and February 5, 2007, from certain remaining provisions of
the ITS Plan and certain rules that the NYSE has promulgated in connection with the ITS Plan. The purpose
of this Information Memo is to highlight the effect that the approval of the NMS Linkage Plan, including the
exemptions, will have on those provisions and rules that impact member responsibility.

The purpose of the NMS Linkage Plan is to enable the Participant Markets 1   to act jointly in planning,
developing, operating and regulating the system that will electronically link the Participant Markets to one
another (“NMS Linkage System”) and to facilitate compliance by the Participant Markets and their respective
members with Rules 610 (Access to Quotations) and 611 (Order Protection Rule) under Regulation NMS,
scheduled to be fully implemented on February 5, 2007.

Trading that takes place over the NMS Linkage System will be performed through the same data processing
hardware, software and communications network that comprises the existing ITS System.

Note that Display Book Release 11.30, to be rolled out on October 6, 2006, will result in certain
functionality and processing changes, some of which will have a direct effect on the issues described
herein. The features of Display Book Release 11.30 will be the subject of a separate memorandum.

Pre-Opening Price Information

Under the NMS Linkage Plan, a specialist will still be required to disseminate through the NMS Linkage
System pre-opening price information whenever the specialist, in arranging an opening transaction in his or
her specialty securities, anticipates that the opening transaction will be at a price that represents a change
from the previous days consolidated closing price of more than the “applicable price change.” The parameters
for an “applicable price change” have not changed from what they are in the ITS Plan and as contained in
NYSE Rule 15(c)(i)(A)(1).

When a specialist has issued a pre-opening notification, under the NMS Linkage Plan, the specialist is no
longer required to disseminate a price range according to the “applicable price range” parameters contained
in NYSE Rule 15(c)(i)(A)(1), nor is the specialist required to open the security within the disseminated pre-
opening notification range.

Pursuant to the ITS Plan and NYSE Rule 15(c)(i)(A)(1), the specialist was not permitted to disseminate a pre-
opening price range that straddled the previous day's consolidated closing price. Under the NMS Linkage
Plan, this prohibition is no longer in place.

Pursuant to the ITS Plan and NYSE Rule 15(c)(i)(A)(1), the specialist, after disseminating a pre-opening
notification, was required to delay the opening of the subject security until at least three minutes had passed
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from the time of the pre-opening notification. Under the NMS Linkage Plan, there is no defined time standard
by which a specialist must delay the opening after issuance of a pre-opening notification; rather, it is expected
that the specialist will wait a reasonable amount of time to allow customers to enter interest in response to the
notification.

Where a specialist has disseminated pre-opening information through the NMS Linkage System, under the
NMS Linkage Plan the specialist is no longer required to issue subsequent pre-opening information as may
have been required by NYSE Rule 15(c)(i)(A)(2).

Under the NMS Linkage Plan, responses to pre-opening notifications received through the NMS Linkage
System will not be entitled to participate in the opening. Instead, entry of regional interest in response to a
pre-opening notification must be sent through SuperDOT.

Trade Throughs and Locked Market Obligations

The trade through and locked market provisions of the ITS Plan and NYSE Rule 15A remain in their entirety
until the Regulation NMS requirements take effect in February 2007.

Block Trade Policy

Pursuant to the ITS Plan and the NYSE's ITS Block Trade Policy, subject to certain exceptions, members
representing block-sized order(s) were required, at the time of the execution of the block trade, to send, or
cause to be sent through the ITS System to each other ITS participating market center displaying a bid (offer)
superior to the execution price a commitment to trade at the execution price and for the number of shares
displayed with that market center's better priced bid (offer).

Under the NMS Linkage Plan, the ITS Block Trade Policy is eliminated and a block trade-through will be
treated the same as a trade-through of any size in that the member representing the block-sized order(s)
must route to each other Participating Market displaying a bid (offer) superior to the execution price interest to
trade at the “top of the book” displayed price and size, rather than the NYSE block execution price.

Limit Orders Only

The NMS Linkage System will accept immediate or cancel limit orders, and will not accept market orders.

Obvious Error Policy

With the introduction of the NMS Linkage Plan, in addition to the existing trade adjustment procedures of the
ITS Plan, any executing Participant Market may now unilaterally request the NMS Linkage System control
staff to end adjustments or to cancel or adjust any trade executed on that market through the NMS Linkage
System pursuant to the executing Participant Markets' rules pertaining to clearly erroneous transactions or
obvious errors, and system malfunctions. The sending Participant Market may invoke any appellate or review
process provided by such rules on behalf of the sponsoring member. Note that these rules may be different
across Participant Markets and that the NYSE does not have in place obvious error rules.

Questions concerning this memorandum may be addressed to the following persons:

Karen Lorentz - Managing Director, Competitive Position (212.656.5858)

Craig P. Hammond - Managing Director, Office of the General Counsel (212.656.2661)

Daniel Labovitz - Director, Market Surveillance (212.656.2081)

David DeGregorio - Chief Counsel, Market Surveillance (212.656.4166)

Regulatory or compliance questions concerning NYSE Rules 15 and 15A may be submitted to Market

Surveillance via the Ask Market Surveillance system. 2 
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____________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  The "Participant Markets" are the American Stock Exchange LLC, Boston Stock Exchange, Inc., Chicago
Board Options Exchange, Incorporated, Chicago Stock Exchange, Inc., The NASDAQ Stock Market
LLC, National Stock Exchange, New York Stock Exchange LLC, and NYSE Arca, Inc. Once Nasdaq
separates from the NASD and operates as an exchange for NYSE-listed and AMEX-listed securities, the
NASD will participate as a separate entity until February 5, 2007.

2  Details on obtaining access to Ask Market Surveillance are contained Market Surveillance Division
Member Education Bulletin 2006-3.
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September 28, 2006

   ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, CHIEF FINANCIAL OFFICER/
PARTNER, CHIEF COMPLIANCE OFFICER/PARTNER, AND CHIEF OPERATIONS OFFICER/PARTNER

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: GUIDANCE RELATING TO SHORT POSITION REPORTING REQUIREMENTS UNDER RULE
421

Introduction

Pursuant to Rule 421, member organizations shall submit, as required by the Exchange, periodic reports with
respect to short positions in listed securities. The short interest report is to contain all gross short positions as
defined in Rule 200 of Regulation SHO, under the Securities Exchange Act of 1934 (“Exchange Act”) in listed
securities existing in customer and proprietary accounts, with the exception of short positions resulting from
short sales referenced in clauses (1), (6), (7), (8), (9) and (10) of paragraph (e) of Rule 10a-1 of the Exchange
Act. At this time, short interest reports must be filed with the Exchange as promptly as possible as of the
15 th settlement date of each month, but not later than the fourth business day following such settlement
date. The Exchange makes available to the marketplace the total short interest in each individual stock
and warrant traded on the Exchange. The Exchange releases this data each month to media outlets such
as Dow Jones, the Wall Street Journal, New York Times, New York Daily News and Bloomberg Services;
therefore, inaccuracies in short interest reporting can significantly affect the short interest data available to the
marketplace.

In light of a number of recent disclosures to the Exchange by member organizations indicating inaccuracies in
short interest reports, recent Enforcement actions against member organizations relating to such inaccurate
filings, and the results of a survey conducted by NYSE Regulation's Risk Assessment Unit, NYSE Regulation
is issuing guidance to assist member organizations in examining their practices related to compliance
with Rule 421. The purpose of this memorandum is to remind member organizations of their obligations to
maintain adequate and effective written procedures designed to facilitate accurate compilation and reporting
of open short positions as required by Rule 421 so that accurate short interest reporting may be achieved.
In providing guidance, NYSE Regulation recommends that firm internal controls address, at a minimum, four
significant areas of the short interest reporting process:

(1) Systems designed to ensure the integrity of the firm's books and records that are used to compile reportable
short positions.

Member organizations must devise their own systems and/or processes for effecting compliance with Rule
421. Firms often use the stock record to compile the short positions for inclusion in their short interest
reports, but they may also use firm systems that support or create the stock record or other firm systems as
appropriate, such as firm inventory or customer recordkeeping systems. As the blueprint for compiling the
short positions for the report, firms should take steps to ensure that the stock record (or other system used)
is accurate. Consequently, firms must have a process in place to protect the integrity of the firm's books and
records that are used to compile the reportable short positions, particularly as to the proper identification/
coding of accounts and positions which comprise the “ raw data” that will ultimately “populate” the short
interest report. The stock record or other system that a firm uses to compile short positions will accurately
reflect the firm's reportable short positions only if such positions are properly “booked” as short transactions
in the account types that permit short transactions at the firm. Therefore, regardless of the system that a firm
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uses to compile the short positions for the report, firms must have an appropriate process in place for properly
booking short transactions and identifying those accounts for the purpose of short interest reporting.

For example, a Firm may have a process for booking short transactions only in specific accounts or “account
types” at the firm, usually labeled “short” accounts or “Type 1” or “Type 2” or other similarly-named accounts.
Such account designations operate as a control for tracking “short” positions and for ensuring that short
transactions are not effected in non-qualifying accounts at the firm. Failure to properly identify, program, or
“code,” all “short” positions will invariably result in positions that are incorrectly included in (or excluded from)
the stock record (or other system used by the firm) and, ultimately, the report.

(2) Procedures and controls to ensure that reportable short positions are properly identified, including those of
affiliates and correspondents, if applicable.

Firms should have appropriate written procedures and controls in place to ensure that adequate steps are
taken to identify the appropriate categories or types of short positions that must be included in and excluded
from the short interest report. For example, short interest reports must include short positions from both
customer and proprietary accounts, subject to certain exclusions, such as syndicate accounts. Firms should
take appropriate steps to determine whether particular types of positions are to be excluded from the report
and to determine whether there are additional businesses of the firm that do not fall into the customer and
proprietary categories, yet must be included or excluded. For example, many firms have relationships with
correspondent firms or affiliated dealers and reporting of short positions for these entities may or may not be
required depending upon whether these entities independently file a separate short interest report. In order
to ensure that reportable short positions are included in the short interest report, the Exchange recommends
that firms pay particular attention to the following:

• the short positions of correspondents;

• the short positions of affiliates, if such positions are carried on the firm's books and records;

• ensuring that the firm's systems do not inappropriately net positions;

• preventing “double counting” of short positions, such as, for example, ensuring that the prime broker
rather than the executing broker reports a particular short position;

• the timing of canceled trades and rebills to ensure that short interest reports accurately reflect
canceled and/or error trades; and

• changes to the firm's businesses that impact customer or proprietary accounts.

(3) Procedures and controls for appropriate testing of the firm's electronic and other systems that are
responsible for “capturing” reportable short position.

Firms should ensure that they have written procedures in place that are reasonably designed to facilitate the
accurate compilation and calculation of short positions for inclusion in the short interest report. Whether a
firm utilizes an automated system or a manual process to compile and calculate short positions, firms should
implement appropriate controls and testing to ensure the accuracy of the short interest report. Firms that use
automated systems should take steps to ensure that such systems are properly programmed to “capture” or
“sweep” all reportable short positions from designated firm and customer accounts. While different firms may
require different levels of oversight and controls, adequate controls should include a system of verification
of the data being provided to the Exchange. In addition, the controls should reflect the ongoing processes at
each firm as the universe of accounts and the firm's businesses may change, necessitating updates and/or
adjustments in the firm's systems and/or manual processes designed to “capture” this information from firm
and customer accounts.

(4) An adequate overall system of supervision for the short interest reporting process
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The Exchange recommends that member organizations establish appropriate systems and procedures within
the firm to ensure adequate supervision and control of the short interest reporting process. An adequate
overall system of supervision should, at a minimum, ensure that the systems, processes and controls outlined
above are supported by written procedures designed to monitor, review and verify the accuracy of short
position data to achieve compliance with Rule 421. Furthermore, the Exchange recommends that firms
implement a process for pre-filing verification and confirmation of short positions which, at a minimum,
includes a selection of positions with particular attention to month-to-month variances. The performance of
such a review should be evidenced by an appropriate supervisor at the firm.

Firms that utilize outside vendors to prepare and file short interest reports must take reasonable steps to
ensure the integrity of the data contained in the reports and ensure that the reports are filed on a timely basis.
Finally, in addition to the supervision and monitoring discussed above, firms should take steps to ensure that
individuals with responsibilities related to short interest reporting receive adequate training as to the content
and processes necessary to ensure accurate short interest reports and should implement internal controls
designed to capture errors in systems or processes utilized to generate short interest reports.

If there are any questions regarding this Information Memo, please contact Steve Yannolo at 212/656-2274 or
Rudolph Verra at 212/656-2924, of Member Firm Regulation.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

___________________________

Allison A. Bishop

Vice President

Risk Assessment

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Listing of Five iShares® S&P Global Index Exchange Traded Funds

The Securities and Exchange Commission has approved the following five iShares exchangetraded funds
(“ETFs”) for listing and trading on the NYSE, beginning Thursday, September 21, 2006:

iShares® S&P Global Consumer Discretionary Sector Index Fund (RXI)

iShares S&P Global Consumer Staples Sector Index Fund (KXI)

iShares S&P Global Industrials Sector Index Fund (EXI)

iShares S&P Global Utilities Sector Index Fund (JXI)

iShares S&P Global Materials Sector Index Fund (MXI).

This Information Memo reviews the various rules and policies applicable to trading in shares (“Shares”) of the
iShares Funds.

Background Information on the Funds

Barclays Global Fund Advisors is the investment advisor to the Funds. The Advisor is registered under the
Investment Advisers Act of 1940. SEI Investments Distribution Co. is the principal underwriter and distributor
of Creation Unit Aggregations of iShares (as described below).

The investment objective of the Funds will be to provide investment results that correspond generally to the
price and yield performance of the S&P Underlying Indexes, which include both U.S. and non-U.S. stocks. In
seeking to achieve their investment objective, the Funds will utilize “passive” indexing investment strategies.
The Funds may fully replicate their respective Underlying Index, but currently intend to use a “representative
sampling” strategy to track the applicable Underlying Index. A Fund utilizing a representative sampling
strategy generally will hold a basket of the Component Securities of its Underlying Index, but it may not hold
all of the Component Securities of its Underlying Index. Each of the Indexes is a subset of the Standard &
Poor's Global 1200 Index.

Shares of the Funds will be issued on a continuous offering basis in groups of Shares, or multiples thereof.
These “groups” of shares are called “Creation Unit Aggregations.” The Funds will issue and redeem Shares
only in Creation Unit Aggregations of 50,000 Shares.

All orders to purchase Shares in Creation Unit Aggregations must be placed through an Authorized
Participant. An Authorized Participant must be either a “Participating Party”, i.e., a broker-dealer or other
participant in the clearing process through the National Securities Clearing Corporation Continuous
Net Settlement System (the “Clearing Process”), a clearing agency that is registered with the SEC, or a
Depository Trust Company participant, and in each case, must enter into a Participant Agreement. The Funds
impose a transaction fee in connection with the issuance and redemption of Shares to offset transfer and
other transaction costs.

The NAV for the Funds will be calculated and disseminated daily. The Funds' NAV will be calculated by IBT.
IBT will disseminate the information to BGI, SEI and others, including the NYSE. The Funds' NAV will be
published in a number of places, including, www.ishares.com and on the Consolidated Tape.

For a more complete description of the Funds and the underlying indexes, visit www.ishares.com.
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Principal Risks

Interested persons are referred to discussion in the Funds' prospectus of principal risks of an investment
in the Funds. These include tracking error risk (factors causing a Fund's performance to not match the
performance of the underlying index), market trading risk (for example, trading halts, trading above or
below net asset value), stock market risk, investment style risk, interest rate risk, investment approach risk,
concentration risk, non-diversification risk, issuer-specific risk, management risk, lack of market liquidity, lack
of governmental insurance or guarantee, and fiscal policy risk.

Hours of Trading

Trading in the Funds will be 9:30 a.m. until 4:15 p.m.

Exchange Rules Applicable to the Trading of ETFs

The rules applicable to ETFs are applicable to these Funds since these Funds fall within the definition of an
Investment Company Unit, as provided in Paragraph 703.16 of the Listed Company Manual and NYSE Rule
1100.

Application of Certain NYSE Rules to ETFs

Rule 104 — NYSE Rules 104.20 and 104.21 establish a capital requirement for specialists of $500,000
per ETF. A specialist unit registered only in an ETF would be subject to the $1,000,000 minimum capital
requirement of Rule 104.20.

In addition, Rule 104 governs specialist market making in ETFs. In particular, the rule permits specialists
to engage in “parity” transactions on direct destabilizing ticks without obtaining Floor Official approval. A
“parity” transaction in an ETF would be a trade to bring the security into line with the value of the securities
comprising the ETF, or the value of a futures contract on the index on which the ETF is based.

Rule 13 — NYSE Rule 13.30 provides that stop and stop limit orders in an Investment Company Unit shall be
elected by a quotation, but specifies that if the electing bid on an offer is more than 0.10 point away from the
last sale and is for the specialist's dealer account, prior Floor Official approval is required for the election to be
effective. This rule applies to Investment Company Units generally.

Rule 36.30 — NYSE Rule 36.30 governs the establishment of telephone or electronic communications
between the NYSE's trading floor and any other location. Rule 36 provides that a specialist registered in an
ETF may use a telephone or order entry terminal to enter an order in the ETF itself, in a component security
of the ETF, or in an options or futures contract related to the ETF. In addition, the specialist may use a post
telephone to obtain market information with respect to such ETFs, options, futures, or component securities.
The text of Rule 36 makes clear that if an order in a component security of such ETF is to be executed on the
NYSE, the order must be entered in compliance with NYSE Rule 112(c) and SEC Rule 11a2-2(T) (described
below), and must be entered only for the purpose of hedging a position in the ETF.

The specialist may not use the post wire to call a specialist on the NYSE registered in a component stock
of the ETF to enter an order, nor may the specialist use a SuperDOT terminal to send an order directly via
SuperDOT to another specialist. The specialist registered in an ETF is not registered in the component
stocks, and therefore is not permitted to initiate an “on Floor” order in such a stock.

NYSE members, including specialists, are permitted to enter an “off-Floor” order. NYSE Rule 112(c) codifies
the principle that a member may use a “communication facility” on the Floor of the NYSE to call an off-Floor
location and enter a proprietary order. The order is deemed to be an “off-Floor” order (i.e., not an order
initiated on the Floor, referred to as an “on Floor” order), provided the order is routed through a clearing firm's
order room off the Floor, and is transmitted to the Floor for execution by an unaffiliated member. This latter
provision is consistent with SEC Rule 11a2-2(T), which permits executions of off-floor member proprietary
orders by unaffiliated members. These rules do not impose restrictions on the types of orders which may
be executed pursuant to the exemptive relief provided. Under Rule 36.30, any orders in a component stock
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of an ETF entered for execution on the NYSE from the specialist's post, either by telephone or by means
of a SuperDOT terminal, would have to be routed through a clearing firm's order room off the Floor and
transmitted back to the Floor for execution without the specialist in the ETF interacting with the order or
participating in the execution in any way.

Rule 123C - Market-on-Close/ Limit-At-The-Close Orders

Orders in ETFs are not subject to the NYSE's Rule 123C Market-On-Close (“MOC”)/Limit-at-the-Close
(“LOC”) procedures concerning order entry limitations, cancellation of orders during a regulatory halt,
imbalance publications, and any other limitations or procedures with respect to MOC/LOC procedures. A
MOC/LOC order in an ETF can be entered at any time without regard to the limitations of Rule 123C. In
addition, the closing price of an ETF will not be subject to publication of imbalances under Rule 123C.

Rule 123D- Pre-Opening Price Indications Policy

Similarly, the NYSE's policies regarding mandatory dissemination of pre-opening price indications (other
than ITS pre-opening notifications) in the case of significant order imbalances and potentially large price
dislocation from the prior close do not apply to ETFs.

Both the MOC/LOC procedures and the mandatory pre-opening price indications policy are intended to
solicit offsetting contra side interest to minimize price dislocation. This rationale does not apply in the case of
ETFs, which are derivatively priced in relation to, among other things, the values of the underlying component
securities, regardless of the extent of an order imbalance.

Rule 105(m) — NYSE Rule 105(m), which prohibits affiliates of specialist units from acting as a primary
market maker in the option on a specialty security, permits such activity with respect to options on a Fund
for affiliates of specialists that have Rule 98 approved procedures in place. The Exchange believes that, as
ETFs are derivatively priced, the conflicts of interest with respect to market making in both the underlying
security and its corresponding option are minimized in this case. The Exchange will also permit a NYSE Rule
98 affiliate of the ETF specialist to act in a market making capacity (but not as a specialist) in the ETF itself on
another market center.

Rule 98 — NYSE Rule 98 provides that affiliates of a specialist organization can receive an exemption from
certain rules applicable to specialists (principally impacting proprietary trading and investment banking),
provided they establish a system of information barriers between themselves and the affiliated specialist. One
of the conditions for the Rule 98 exemption is that the specialist organization be capitalized separate and
apart from any affiliate. The Exchange has deleted this requirement in the case of a specialist organization
that is registered only in ETFs. The Exchange believes that the separate capitalization requirement is not
required in such case, and that the question of adequacy of capital can be appropriately addressed by the
special allocation committee which will allocate the ETF. However, a specialist organization that is registered
only in ETFs will remain subject to the minimum capital requirements specified in Rule 104.20.

Exemptive, Interpretive and No-Action Relief Under Federal Securities Regulations and NYSE Rules

The Securities and Exchange Commission (“SEC”) has issued exemptive, interpretive and no-action relief
from certain provisions of and rules under the Act regarding trading in the above-mentioned Funds. In
addition, the SEC has approved an NYSE interpretive position with respect to the NYSE's short sale rule.
Members and member organizations are referred to Letter dated September 19, 2006, from James A.
Brigagliano, Acting Associate Director, SEC Division of Market Regulation, to Jack P. Drogin, Morgan, Lewis
& Bockius (“SEC Letter”). A description of the SEC's exemptive relief follows; however, in the event of any
discrepancy between this description and the SEC Letter, the text of the SEC Letter controls.

Short Sale Rules - Transactions in ETFs will not be subject to “tick” requirements of the short sale rule of the
Commission (Rule 10a-1) or the Exchange (Rule 440B). Short orders must be marked SHORT or SHORT
EXEMPT. (See paragraph below regarding Rule 200(g) of Regulation SHO.)
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Rule 200(g) of Regulation SHO- The SEC Division of Market Regulation has stated that the Division will
not recommend enforcement action under Rule 200(g) of Regulation SHO if a broker-dealer marks “short”
rather than “short exempt” a short sale effected in the Funds pursuant to the exemptions from the price test of
Rule 10a-1 that have been granted, subject to specified conditions, including that a broker-dealer executing
exempt short sales will mark such sales as “short” and in no event will such sales be marked “long”. (See
letter from James A. Brigagliano, Assistant Director, Division of Market Regulation, SEC, to Ira Hammerman,
Senior Vice President and General Counsel, Securities Industry Association, dated January 3, 2005.)

Regulation M Exemptions - Generally, Rules 101 and 102 of Regulation M prohibit any “distribution
participant” and its “affiliated purchasers” from bidding for, purchasing, or attempting to induce any person
to bid for or purchase any security which is the subject of a distribution until after the applicable restricted
period, except as specifically permitted in Regulation M. The provisions of the Rules apply to underwriters,
prospective underwriters, brokers, dealers, and other persons who have agreed to participate or are
participating in a distribution of securities.

The SEC has granted an exemption from Rule 101 under Regulation M to permit persons participating
in a distribution of shares of the above-mentioned Funds to engage in secondary market transactions in
such shares during their participation in such a distribution. In addition, the SEC has granted relief under
Regulation M to permit persons who may be deemed to be participating in the distribution of shares of the
above-mentioned Funds (i) to purchase securities for the purpose of purchasing Creation Unit Aggregations
of Fund shares and to (ii) tender securities for redemption in Creation Unit Aggregations. Further, the SEC
has clarified that the tender of Fund shares to the Funds for redemption does not constitute a bid for or
purchase of any of the Funds' securities during the restricted period of Rule 101. The SEC has also granted
an exemption pursuant to paragraph (e) of Rule 102 under Regulation M to allow the redemption of Fund
shares in Creation Unit Aggregations during the continuous offering of shares.

Customer Confirmations for Creation or Redemption of Fund Shares (SEC Rule 10b-10) — Broker-dealers
who handle purchases or redemptions of Fund shares in Creation Unit size for customers will be permitted to
provide such customers with a statement of the number of Creation Unit Aggregations created or redeemed
without providing a statement of the identity, number and price of shares of the individual securities tendered
to the Fund for purposes of purchasing Creation Unit Aggregations (“Deposit Securities”) or the identity,
number and price of shares to be delivered by the Trust to the redeeming holder (“Redemption Securities”).
The composition of the securities required to be tendered to the Fund for creation purposes and of the
securities to be delivered on redemption will be disseminated each business day and will be applicable to
requests for creations or redemption, as the case may be, on that day. This exemptive relief under Rule
10b-10 with respect to creations and redemptions is subject to the following conditions:

(1) Confirmations to customers engaging in creations or redemptions must state that all information
required by Rule 10b-10 will be provided upon request;

(2) Any such request by a customer for information required by Rule 10b-10 will be filed in a timely
manner, in accordance with Rule 10b-10(c);

(3) Except for the identity, number and price of shares of the component securities of the Deposit
Securities and Redemption Securities, as described above, confirmations to customers must
disclose all other information required by Rule 10b-10(a).

SEC Rule 14e-5 -An exemption from Rule 14e-5 has been granted to permit any person acting as a dealer-
manager of a tender offer for a component security of the Funds to (1) redeem Fund shares in Creation Unit
Aggregations from the issuer that may include a security subject to such tender offer and (2) to purchase
Fund shares during such tender offer. In addition, a no-action position has been taken under Rule 14e-5 if a
broker-dealer acting as a dealer-manager of a tender offer for a security of the Fund purchases or arranges
to purchase such securities in the secondary market for the purpose of tendering such securities to purchase
one or more Creation Unit Aggregations of shares, if made in conformance with the following:
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(i) such bids or purchases are effected in the ordinary course of business, in connection with a basket
of 20 or more securities in which any security that is the subject of a distribution, or any reference
security, does not comprise more than 5% of the value of the basket purchased; or

(ii) purchases are effected as adjustments to such basket in the ordinary course of business as a result
of a change in the composition of the underlying index; and

(iii) such bids or purchases are not effected for the purpose of facilitating such tender offer.

Section 11(d)(1); SEC Rules 11d1-1 and 11d1-2 - Section 11(d)(1) of the Act generally prohibits a person
who is both a broker and a dealer from effecting any transaction in which the broker-dealer extends credit
to a customer on any security which was part of a new issue in the distribution of which he participated as a
member of a selling syndicate or group within thirty days prior to such transaction. The SEC has clarified that
Section 11(d)(1) does not apply to broker-dealers that are not Authorized Participants (and, therefore, do not
create Creation Unit Aggregations) that engage in both proprietary and customer transactions in shares of
the Funds in the secondary market, and for broker-dealer Authorized Participants that engage in creations
of Creation Unit Aggregations. This relief is subject to specific conditions, including the condition that such
broker-dealer (whether or not an Authorized Participant) does not, directly or indirectly, receive from the fund
complex any payment, compensation or other economic incentive to promote or sell the shares of the ETF to
persons outside the fund complex, other than non-cash compensation permitted under NASD Rule 2830 (I)(5)
(A), (B) or (C). See letter dated November 21, 2005 from Catherine McGuire, Chief Counsel, SEC Division of
Market Regulation, to Securities Industry Association, Derivative Products Committee. The Commission has
also taken a no-action position under Section 11(d)(1) of the Act that broker-dealers may treat shares of the
Funds, for purposes of Rule 11d1-2, as “securities issued by a registered open-end investment company as
defined in the Investment Company Act” and thereby extend credit or maintain or arrange for the extension
or maintenance of credit on shares that have been owned by the persons to whom credit is provided for more
than 30 days, in reliance on the exemption contained in the rule.

SEC Rule 15c1-5 and 15c1-6 — The SEC has taken a no-action position with respect to Rule 15c1-5 and
Rule 15c1-6 as to the required disclosure of control by a broker or dealer with respect to creations and
redemptions of Fund shares and secondary market transactions therein.

Other Matters

Due Diligence — Pursuant to NYSE Rule 405, before a member, member organization, allied member or
employee thereof undertakes to recommend a transaction in ETF shares, such person must exercise due
diligence to learn the essential facts relative to the customer. If any recommendation is made with respect
to such shares, the person making the recommendation should have a reasonable basis for believing, at
the time of making the recommendation, that the customer has such knowledge and experience in financial
matters that he or she may reasonably be expected to be capable of evaluating the risks and any special
characteristics of the recommended transaction, and is financially able to bear the risks of the recommended
transaction. Before a member, member organization or employee thereof recommends a transaction in the
Funds, a determination must be made that the recommendation is in compliance with all applicable Federal
and Exchange rules and regulations, including due diligence obligations under Exchange Rule 405.

Certain Specialist Transactions in ETFs — NYSE Rule 460.10 generally precludes certain business
relationships between an issuer and the specialist in the issuer's securities. Exceptions in the rule, however,
permit specialists in ETF shares to enter into Creation Unit transactions through the Distributor to facilitate
the maintenance of a fair and orderly market. Even so, a specialist Creation Unit transaction may only be
effected on the same terms and conditions as any other investor, and only at the net asset value of the ETF
shares. In addition, a specialist may acquire a position in excess of 10% of the outstanding issue of the ETF
shares. Specialists registered in a security issued by an investment company may purchase and redeem
the investment company unit, or securities that can be subdivided or converted into such unit, from the
investment company as appropriate to facilitate the maintenance of a fair and orderly market in the subject
security.
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Trading Halts — In order to halt the trading of an ETF, the Exchange may consider, among other things,
factors such as the extent to which trading is not occurring in the underlying securities and whether other
unusual conditions or circumstances detrimental to the maintenance of a fair and orderly market are present.
In addition, trading in Fund shares is subject to trading halts caused by extraordinary market volatility
pursuant to NYSE Rule 80B.

Prospectus Delivery — Exchange members and member organizations should be mindful of applicable
prospectus delivery requirements under the federal securities laws with respect to transactions in the
Funds. In that regard, the Exchange notes that although NYSE Rule 1100(b) provides for delivery of written
descriptions to customers of Funds that have received an exemption from Section 24(d) of the Investment
Company Act, there is at this time no written description available for these particular Funds. Members and
member organizations are advised that delivery of a prospectus in lieu of a written description would satisfy
the requirements of Rule 1100(b).

Purchases and Redemptions in Creation Unit Size — Exchange members and member organizations
are hereby informed that procedures for purchases and redemptions of Shares in Creation Unit Size are
described in the Funds' prospectus and Statement of Additional Information, and that Shares are not
individually redeemable but are redeemable only in Creation Unit Size aggregations or multiples thereof.

Surveillance. All Exchange surveillances applicable to trading of equities on the Exchange will apply to trading
in the Shares of the Funds.

Questions concerning the matters discussed in this Memorandum may be addressed as follows:

General Questions on ETFs:

Michael Cavalier (212) 656-2474 (Office of the General Counsel)

Questions on:

Due Diligence Stephen A. Kasprzak (Member Firm Regulation) (212) 656-5226

Exchange Rules Daniel M. Labovitz (Market Surveillance) (212) 656-2081

______________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 06-67

Click to open document in a browser

September 15, 2006

   ATTENTION: CHIEF EXECUTIVE OFFICERS, TECHNOLOGY AND OPERATIONS OFFICERS, EQUITY
TRADING DESKS, FLOOR MEMBERS, AND REGULATORY COMPLIANCE OFFICERS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS SUBJECT: NYSE RULE 123(e) and 123(f) -
SYSTEMIC CAPTURE OF ORDERS AND TRADE REPORTS

*** IMPORTANT - ACTION REQUIRED ***

Background

NYSE Regulation has previously stated in interpretive guidance issued to members and member
organizations, that the quality of data in the Exchange's Front End Systemic Capture (“FESC”) database is
impacted by the use of various different order management systems to enter, process, and report orders and
executions. In its effort to ensure accurate FESC data, in March 2005 NYSE Regulation issued Information
Memo 05-13 (copy attached), which provided specific programming requirements for proprietary order
management systems that would ensure that orders and execution reports were properly submitted to the
FESC database as required by NYSE Rule 123(e) and (f).

NYSE Regulation has determined that some proprietary order management systems continue to be
improperly programmed. The purpose of this Information Memo is to remind NYSE members and
member organizations of the importance of following the specific programming requirements
described in Information Memo 05-13 and the consequences of a failure to adhere to the
programming requirements.

Compliance with NYSE Rule 123(e) and 123(f)

NYSE Rule 123(e) requires that, subject to limited exceptions, no Floor member may represent or execute
an order on the NYSE Floor unless the details of the order have first been recorded in an electronic system
on the Floor (the FESC database). Rule 123(f) requires that reports of execution must be entered into the
same database as required by Rule 123(e) for the entry of orders. Both Rule 123(e) and 123(f) require the
submission of certain enumerated data elements to the extent that such elements relate to the order or
execution report at issue. The Rule further provides that any member organization proprietary system used to
record the details of the order must be capable of transmitting these details to the designated database within
such time frame as the NYSE may prescribe.

NYSE members and member organizations are reminded that their Technology and Compliance staffs
should regularly review the requirements described in Information Memo 05-13 and take prompt affirmative
steps to verify that their order management system is programmed according to the specific requirements set
forth therein. Floor brokers who use a third-party vendor system are expected to verify with their vendor that
its system has been programmed to comply with all such requirements.

NYSE members and member organizations are further reminded that, given the importance of
accurate FESC data, they may be subject to regulatory action, informal and formal, for violations
of Rule 123(e) and (f) if they fail to ensure that their order management systems are programmed
consistent with the requirements established by the NYSE and set forth in Information Memo 05-13.
Note that a failure by a third-party vendor to correctly program a Floor broker's order management
system does not relieve the Floor broker of responsibility for compliance with Rule 123(e) and (f).
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USE OF OCS STAMP ADVISORY

The On-Line Comparison System (OCS) stamp advisory function 1   should only be used in an
emergency situation (such as a firm experiencing problems with their initial comparison submission)
to facilitate the resolution of comparison data. In these situations, OCS provides users with the ability to
accept the terms of a trade as submitted by the contra-clearing firm (including audit trail information such as
major badge, contra badge, and execution time) by acknowledging execution through the stamp advisory
function and populating the account type field.

Clearing Firms are instructed not to use the stamp advisory function in OCS if it results in noncompliance
with the “FESC” submission guidelines announced in Information Memo 05-13. Please be advised that when
the stamp advisory function is used, the firm taking the action in OCS must populate all the data elements as
required in the aforementioned Information Memo for compliance with Rule 123(e) and 123(f).

Consequently, the Clearing Firm should use the OCS Add screen to enter the trade details along with all of
the required audit trail elements. Clearing Firms are reminded that they are required to submit the “Report
Link” number on all e-Quote executions reported against the contra firm of “LMT” (0789) as stated in Post
Trade Circular Number 110, dated May 24, 2005. Also, Clearing Firms are reminded that they are required
to properly identify items as “Reversal” and “Correction” as stated in Post Trade Circular Number 123, dated
May 2, 2006.

SUPERVISORY PROCEDURES

Pursuant to Rule 342 members should have in place written policies and procedures to ensure accurate
and timely submission of audit trail information. Evidence that such procedures have been implemented and
carried out must be maintained and made available to NYSE Regulation upon request.

For further information regarding technology issues, please contact Robin A. Covelli, Managing Director,
Regulatory Systems, at (212) 656-4229 (rcovelli@nyse.com).

Regulatory or compliance questions concerning Rule 123(e) or 123(f) may be submitted to Market

Surveillance via the Ask Market Surveillance system. 2   Time-sensitive questions should be directed to
Rohan Prashad, Director, Market Surveillance, at (212) 656-6772.

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Attachments

Information Memo

New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

Market Surveillance

NYSE

Number 05-13
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March 4, 2005

ATTENTION: TECHNOLOGY AND OPERATIONS OFFICERS, FLOOR MEMBERS, EQUITY TRADING
DESKS, AND REGULATORY AND COMPLIANCE OFFICERS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: EXCHANGE RULE 123(e) AND 123(f) - SYSTEM CAPTURE OF ORDERS AND TRADE
REPORTS

Background

Exchange Rule 123(e) requires that, subject to limited exceptions, no Floor member may represent or
execute an order on the Floor of the Exchange unless the details of the order have first been recorded in an
electronic system on the Floor (referred to as “Front End Systemic Capture” or “FESC”). The Rule further
provides that any member organization proprietary system used to record the details of the order must be
capable of transmitting these details to a designated Exchange database within such time frame as the
Exchange may prescribe. Rule 123(f) requires that reports of executions be entered into the same database
as required by Rule 123(e) for the entry of orders. Orders handled solely by SuperDOT are exempt from
FESC reporting since the details of such orders are recorded electronically.

This Information Memo sets forth new requirements to address certain technology issues that arise because
different order management systems are used to enter, process and report orders and trades on the
Exchange. The use of different systems has impacted the quality of the data relating to execution reports
entered into the FESC database pursuant to Rule 123(f). The Exchange recognizes that firms may need to
make adjustments to certain applications to comply with the new submission requirements described in this
memorandum. The new requirements must be implemented on or before April 29, 2005. If this date
cannot be met, please contact NYSE Market Surveillance personnel listed below.

Please note that the new programming requirements described below are based on the method whereby a
member's or member organization's orders are routed and executed. Accordingly, the new requirements will
vary, depending on the order management process. Please carefully review the order handling scenarios
described below and the new programming requirements applicable to each scenario.

Reporting to the FESC Database

All orders and executions that are entered into the NYSE order management systems (i.e., SuperDOT and
BBSS) are automatically captured into FESC. Order and execution information for all orders that are not
handled in an NYSE order management systems is “drop copied” into the FESC database.

There are three base scenarios for order and execution reporting in FESC:

The order is entered into a proprietary order management system and is handled by that system throughout
its life on the Floor.

The order is entered into the Exchange's BBSS system and is handled by that system throughout its life on
the Floor. Executions may be submitted to the Exchange's On Line Comparison System (“OCS”) by either
BBSS or the proprietary order management system.

The order is first entered into a proprietary order management system and then is forwarded to BBSS,
SuperDOT or Display Book. The executions may be submitted to OCS by either an Exchange system or the
proprietary order management system.

Each scenario has implications for FESC Rule 123(e) and 123(f) reporting which affect the quality of the data.
To comply with these rules, and improve the quality of the data, the following new reporting changes are
required.

Scenario #1:
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The order is entered into a proprietary order management system and is handled by that system
throughout its life on the Floor.

Orders are represented on the NYSE Trading Floor via a proprietary order management system,
executed in the crowd or with the specialist, reported back to the proprietary order management
system, which then sends the execution to OCS.

In this case, the proprietary order management system sends a FESC Drop Copy order for Rule 123(e)
reporting and subsequently sends a FESC Drop Copy execution report for Rule 123(f) reporting.

The combination of the entering firm mnemonic and the first 13 characters of the order id must be
unique.

New Requirement:

When the execution is sent to OCS for comparison, the firm is required to put the following on the OCS
submission:

• Entering Firm Mnemonic Field Positions 55-58 (Adds); or
Field Positions 129-132 (Changes)

• Order ID (first 7 chars) Field Positions 202-208
Order ID (next 6 chars) Field Positions 194-199

• Order Date (YYMMDD) Field Positions 260-265

The entering firm mnemonic, order id and order date must be the same as submitted to FESC
when the original order was first received in the proprietary order management system.

Scenario #2:

The order is entered into the Exchange's BBSS system and is handled by that system
throughout its life on the Floor. Executions may be submitted to OCS by either BBSS or the
proprietary order management system.

Orders are entered and represented on the NYSE Trading Floor in BBSS. If the order is executed, the
execution must also be entered into BBSS. There are various alternatives on how the order is executed
and reported.

a. Order and report submitted via BBSS, proprietary order management system submits to OCS.

The order is represented via BBSS. The order execution is reported via BBSS. The proprietary
order management system submits the execution to OCS.

In this case, BBSS sends a copy of the order for Rule 123(e) reporting and a copy of the
execution report for Rule 123(f) reporting.

New Requirement:

When the execution is sent to OCS for comparison, the firm is required to put the following on the OCS
submission:

• Entering Firm Mnemonic Field Positions 55-58 (Adds); or
Field Positions 129-132 (Changes)

• BBSS Branch and BBSS Field Positions 202-208
Seq Spaces Field Positions 194-199

• Order Date (YYMMDD) Field Positions 260-265

The entering firm mnemonic and BBSS Branch and Sequence Number must be the same as
those submitted in BBSS.

b. Order and report submitted via BBSS, BBSS submits the execution to OCS.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

662

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE123%28e%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE123%28f%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE123%28e%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE123%28f%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


The order is represented via BBSS. The order execution is reported via BBSS. BBSS directly
submits the execution to OCS.

This scenario raises no issues requiring new programming and the firm is not required to take
any new action.

Scenario #3:

The order originates from a proprietary order management system and then is forwarded to
BBSS, SuperDOT or Display Book.

a. Order and report submitted via BBSS, proprietary order management system submits to
OCS.

The order is represented via the firm's proprietary order management system on the NYSE
Trading Floor. The order is routed to BBSS via CMS. The order execution is reported via BBSS.
The proprietary order management system submits the execution to OCS.

If the execution is done in the crowd or with the specialist, it must also be entered into BBSS.
The proprietary order management system submits the execution to OCS.

In this case, the proprietary order management system submits a drop copy of the order for Rule
123(e) to FESC, BBSS also sends a copy of the order for Rule 123(e) to FESC and a copy of the
execution report for Rule 123(f) to FESC.

New Requirement:

When the order is routed from the proprietary order management system to BBSS, the firm must
include the firm mnemonic and proprietary order id on the CMS template in Line 3F or Line 4
as per Appendix A (attached), so that the BBSS order can be identified as originating from the
proprietary system order. When the execution is sent to OCS for comparison, the firm is required
to put the following on the OCS submission:

• Entering Firm Mnemonic Field Positions 55-58 (Adds); or
Field Positions 129-132 (Changes)

• BBSS Branch and BBSS Field Positions 202-208
Seq Spaces Field Positions 194-199

• Order Date (YYMMDD) Field Positions 260-265

The entering firm mnemonic and BBSS Branch and Sequence Number must be the same as
submitted in BBSS.

b. Order and report submitted via BBSS, BBSS submits the execution to OCS

The order is received in the proprietary system on the NYSE Trading Floor. The order is routed
to BBSS via CMS. The order execution is reported via BBSS. BBSS directly submits the
execution to OCS.

New Requirement:

When the order is routed from the proprietary order management system to BBSS, the firm
must include the firm mnemonic and proprietary system order id on the CMS template in Line 3F
or Line 4, as per Appendix A, so that the BBSS order can be identified as originating from the
proprietary order management system order.

c. Order from proprietary order management system is manually entered into BBSS.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

663

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE123%28e%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE123%28e%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE123%28e%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE123%28f%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


i. BBSS directly submits to OCS.

The order is represented via the proprietary order management system on the NYSE
Trading Floor. The order is manually entered into BBSS. The order execution is
reported via BBSS. BBSS directly submits the execution to OCS.

ii. Proprietary order management system submits to OCS

The order is represented via the proprietary order management system on the NYSE
Trading Floor. The order is manually entered into BBSS. The order execution is
reported via BBSS. The proprietary order management system submits the execution
to OCS.

In either case, BBSS sends a copy of the order for Rule 123(e) reporting and a copy of the
execution report for Rule 123(f) reporting.

New Requirement:

When the execution is sent to OCS for comparison, the firm is required to put the following on
the OCS submission:

• Entering Firm Mnemonic Field Positions 55-58 (Adds); or
Field Positions 129-132 (Changes)

• BBSS Branch and BBSS Field Positions 202-208
Seq Spaces Field Positions 194-199

• Order Date (YYMMDD) Field Positions 260-265

The entering firm mnemonic and BBSS Branch and Sequence number must be the same as
submitted in BBSS.

d. Order from proprietary order management system is sent to SuperDOT or Display
Book.

New Requirement:

When the order is forwarded from the proprietary order management system on the Exchange
Floor to SuperDOT or Display Book (e.g. as CAP or partial) the firm must include the firm
mnemonic and proprietary system order id on the CMS template in Line 3F or Line 4 as
per Appendix A so that the order can be identified as originating from the proprietary order
management system order.

Please direct any technology questions to Deborah Lang, Managing Director, Information Services at (212)
656-5956.

Regulatory or compliance questions concerning Rule 123(e) or 123(f) should be directed to Margo Hassan,
Director, Market Surveillance, at 212-656-2282, or Rohan Prashad, Director, Market Surveillance, at
212-656-6772.

Appendix A - CMS Template for Proprietary Orders Forwarded to BBSS

Whenever an order is sent from a proprietary order management system on the Exchange Floor to an NYSE
system (SuperDOT, Display Book or BBSS), the Exchange is requiring that the firm mnemonic and the first
13 characters of the proprietary order id be supplied in Line3F or Line4 of the CMS template in the following
format:

//DC_ID#_ABC_123456˜

where:

• The // is static and is the start of Line 3F or Line 4
• The DC_ID# is static
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• The _ (underline) is static
• ABC_ represents the firm mnemonic with a trailing _ (underline)

• 123456 represents the first 13 characters of the proprietary order id
• The ˜ is static.

The firm mnemonic and order id must be the same as submitted to FESC when the proprietary order was first
received in the proprietary order management system.

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Stamping an Advisory is an industry term that describes the act of accepting the terms of a trade as
entered by the contra party, which then allows the trade to go to comparison. For more information see
"The NYSE OCS, NYSE Clearing Firm's User Guide," revised May 2006 on the NYSE.com website.

2  Details on obtaining access to Ask Market Surveillance are contained in Market Surveillance Division
Member Education Bulletin 2006-3.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 06-66

Click to open document in a browser

September 14, 2006

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: EXPIRATION FRIDAY - SEPTEMBER 15, 2006 - RULE 123C

IMPORTANT

September 15, 2006 will be a quarterly Expiration Friday for stock and index options and stock and index
futures products, whose settlement pricing is based upon Exchange opening or closing prices on that day.

This Information Memorandum is being distributed to remind members and member organizations of certain
rules and policies of the Exchange with respect to market-on-close/limit-on-close (“MOC/LOC”) order entry
and imbalance publication procedures.

S&P and Russell Indexes Rebalance

On September 15, 2006, S&P will again effect a quarterly share rebalancing of the S&P 500, the S&P
MidCap 400 and S&P SmallCap 600 indices. Details concerning these will be posted on S&P's website
(www.standardandpoors.com).

September 15, 2006 will also be one of the dates the Russell Indexes will issue a preliminary list of additions
and deletions to the Russell 3000® and Russell MicrocapTM will be published.

Market-On-Close/Limit-On-Close Order Entry Procedures

Members and member organizations are strongly urged to carefully review their procedures for entering
MOC and LOC orders. In this regard, such orders should be entered with the specialist as early in the day
as feasible. This will provide an opportunity for specialists to better ascertain possible order imbalances
that might exist at the close, and to disseminate that information. Consequently, efforts can be made more
effectively to contact potential offsetting interest which could mitigate any existing imbalance.

Index arbitrageurs are reminded that MOC/LOC orders relating to expiring derivative instruments whose
settlement pricing is based upon NYSE closing prices may not be entered after 3:40 p.m., even if such orders
might offset MOC imbalances published on the tape after 3:40 p.m.

Market-On-Close/Limit-On-Close Imbalance Publication Procedures

a. Informational MOC imbalance publications between 3:00 p.m. and 3:40 p.m.

In view of possible greater than normal volume on September 15, 2006, specialists should disseminate MOC
imbalances as early as possible. Between 3:00 p.m. and 3:40 p.m., specialists are encouraged to publish
informational MOC imbalances of any size that could cause significant price dislocation at the close. These
publications are informational only and do not limit MOC/LOC order entry or cancellation before 3:40 p.m.
Pursuant to Rule 123C, publication of informational imbalances requires Floor Official approval.

Members and member organizations are reminded that under Rule 123C, publication of informational
imbalances between 3:00 p.m. and 3:40 p.m. are to be updated as soon as practicable after 3:40 p.m.

b. Required MOC imbalance publications at 3:40 p.m. and 3:50 p.m.
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As soon as practicable after 3:40 p.m., the specialist must publish any imbalance of 50,000 shares or more,
regardless of whether an informational imbalance was published. In addition, any specialist who published an
informational imbalance of any size must publish an update, indicating either the current imbalance or a “no
imbalance” situation as soon as practicable after 3:40 p.m. In situations where the specialist did not publish
an imbalance or a “no imbalance” notification at 3:40 p.m., but an order imbalance occurred after 3:40 p.m.,
the specialist may publish such imbalance at 3:50p.m. in a manner consistent with the requirements set forth
in Rule 123C and this memorandum.

As soon as practicable after 3:50 p.m., specialists must update imbalances published at 3:40 p.m. or
indicate “no imbalance”. If the specialist reported “no imbalance” at 3:40 p.m., the specialist must publish any
significant imbalance or any imbalance of 50,000 shares or more as soon as practicable after 3:50 p.m.

c. Recommended MOC imbalance publications

Specialists are encouraged to publish MOC imbalances of fewer than 50,000 shares that could cause
significant price dislocation at the close. With respect to such imbalance publications at either 3:40 p.m. or
3:50 p.m., specialists are expected to obtain Floor Official approval prior to publication if possible.

Adequacy of operations and supervisory staff

Specialists should ensure that both operational and supervisory staffing are sufficient to monitor and process
all orders, regardless of the form in which they are received, as well as to handle the increased workload.
Specialists should seek the advice of a Floor Official for unusual situations as early as possible.

See Rule 123C for further discussion of procedures for MOC and LOC orders.

Expiration Day Opening Imbalance Publication

Exchange Rule 123C has been amended to eliminate the publication of market order imbalances of 50,000
shares or more in all stocks via the low-speed ticker and the news services. This provision was eliminated
because, on occasion, the practice of publishing only pre-opening market order imbalances prompted
concerns from some market participants that the information might be misleading, since the imbalances
disseminated may not show the true imbalance situation in a stock. This was of special concern in those
stocks that are part of an expiring index whose settlement is based on NYSE opening prices, since limit
orders are not included in the imbalance publication. As a result, the Exchange eliminated these publications.

The Exchange will, however, continue to utilize its pre-opening procedures with respect to price indications
in situations where the opening price would be affected by an imbalance of buy and sell orders, both market
and limit orders, in a security. These procedures, as set forth in Rule 123D (“Openings and Halts in Trading”),
provide ample notification to the marketplace through multiple price indications if necessary under the
supervision of a Floor Official.

In addition, Intermarket Trading System procedures contained in NYSE Rule 15 (ITS and Pre-Opening
Applications) require pre-opening price notifications if the opening price of a stock is anticipated to be more
than .10 of a point from a composite last sale under $15 or more than .25 of a point from a composite last
sale of $15 or higher.

These procedures set forth in Rule 123D and Rule 15 have proven effective in providing adequate and useful
information to the marketplace in situations involving price changes based on order imbalances and the
Exchange believes they will continue to do so.

Due Diligence Requirements and Compliance Procedures

Consistent with the requirements of Exchange Rule 405, before any at-the-close order is transmitted to the
Floor, the member or member organization accepting the order must exercise due diligence to learn the
essential facts relative to the order, including the purpose and propriety of the at-the-close instruction. In
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addition, an imbalance of orders at or near the close, caused in part by the entry of such orders, could lead to
trading being halted in the security and such orders not receiving an execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep
in mind the requirements of Exchange Rule 97 regarding member trading. Firms should review procedures
utilized in connection with orders to be executed at or near the close with their traders and other order entry
personnel. Firms should also review systemic order entry functions (e.g., algorithms or “smart servers”) for
compliance with the provisions of this Information Memorandum. Firms should also review the provisions of
Information Memo No. 95-28 (July 10, 1995) (see Attachment A), which discussed trading near the close and
trading activity that would constitute violations of Exchange Rules as well as federal securities laws.

In that connection, firms are reminded that where a firm has committed to purchase from (sell to) a customer
an order at a price that is derived from the closing price (e.g., VWAP and MOC orders), reserving a significant
position of its hedging or covering transaction to be executed at or near the close, it must operate with
substantial care. If the transaction is completed in a manner that does not effectively place the firm at market
risk or if the transaction does not provide an opportunity for possible contra side interest to develop and/or
react to the activity, it would raise manipulative concerns and would operate as conduct inconsistent with just
and equitable principles of trade. This could occur if a firm's trader or firm's “smart server” entered a single or
multiple orders into the market at or near the close.

In addition, members and member organizations should review other applicable SEC and New York Stock
Exchange regulations, such as Section 9(a)(2) of the Securities Exchange Act and Rules 10a-1, 10b-5, as
well as the margin and capital rules. Firms must ensure that they have adequate policies and procedures in
place to detect, deter, and prevent such potentially violative conduct.

Questions concerning this memorandum may be addressed to the following persons or areas in the Market
Surveillance Division:

Rohan Prashad, Director, Member Trading and Audit Trail at (212) 656-6772

On Floor Surveillance Unit at (212) 656-5321

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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September 11, 2006

   ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO RULE 312 REGARDING RECOMMENDATION OF AFFILIATE SECURITIES

Synopsis of Rule 312(f) Amendments

The Securities and Exchange Commission (“SEC”) has approved 1   amendments (the “Amendments”)
to Rule 312 (“Changes Within Member Organizations”) that now generally allow a member organization
to recommend post-distribution transactions in the securities of organizations that are controlled by or
under common control with such member organization, subject to appropriate customer disclosure of
the relationship. Amended Rule 312(f)(1) continues to prohibit member organizations from effecting any
transaction (except on an unsolicited basis) for the account of any customer in, or make any recommendation

with respect to, the equity (whether publicly or privately traded) or the non-investment grade debt 2   of:

1. the member organization itself;
2. any organization which controls the member organization (i.e., any “parent entity”); or
3. any Material Approved Person(s) 3   (“MAP”) of the member organization.

The text of the new rule, effective as of August 25, 2006, is attached as Exhibit A.

Background

Prior to the Amendments, Rule 312(f) (formerly Rule 312(g) 4  ) imposed a blanket prohibition on member

organizations recommending 5   or soliciting transactions in their own publicly traded securities, as well as on
recommending the securities issued by any corporation controlling, controlled by, or under common control
with such member corporation (in other words, the securities of any parent, subsidiary, or sister corporation of
the member organization).

Rule 312(g) was adopted in 1970, when public ownership of member corporations was first permitted, in

order to address potential conflicts in such transactions. 6   The Exchange's experience during the past 36
years has indicated that, while the prohibition against a member organization soliciting transactions in its own
securities and in securities issued by its parent remains advisable from a regulatory perspective, fundamental
and wide-ranging changes in the securities industry since the Rule's inception, such as the diversification of
business conducted by member organizations and other entities in the same corporate family, have rendered
such restrictions on subsidiaries and sister entities (other than MAPs) unnecessary and burdensome to
member organizations.

Specifically, over the past 36 years the financial industry has undergone an extensive restructuring which
has resulted in ownership of several member organizations by international holding companies. Such holding
companies often own a large number of other entities that, solely due to their status as sister or subsidiary
entities, are considered to be in a “control” relationship with the member organizations. However, these
entities are often only remotely related to the member organizations with respect to the potential conflicts of
interest intended to be addressed by Rule 312. Further, Rule 312 has had the unintended effect of influencing
the mode of holding company structure, often leading to the creation of complex and unwieldy ownership
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models designed primarily to avoid the creation of certain “control” relationships, without corresponding

substantive regulatory benefits. 7 

Customer Disclosure

The Amendments address these issues in that Rule 312(f)(1) no longer prohibits member organizations from
recommending securities issued by companies controlled by, or under common control with, such member
organization except for securities issued by MAPs (which, as discussed in detail below, have a demonstrably
close relationship with the member organization and would thus be more likely to give rise to the conflict of
interest issues Rule 312(f) is intended to address). However, any such recommendation is subject, under
Rule 312(f)(2), to a requirement of appropriate written disclosure to the customer, prior to the completion of
the recommended transaction.

In this regard, the Amendments are consistent with and similar to provisions in NYSE Rule 472
(“Communications with the Public”) which address the issue of member organization conflicts through

disclosure of potential conflicts involving ownership of equity that is the subject of research. 8 

Further, the Amendments are consistent with established federal rules that require disclosure, in lieu of
outright prohibition, as a means of addressing conflicts of interest. For instance, Rule 15c1-5 under the
Exchange Act provides that “[t]he term ‘manipulative, deceptive, or other fraudulent device or contrivance,’
as used in Section 15(c)(1) of the Act, is hereby defined to include any act of any broker…controlled by,
controlling, or under common control with, the issuer of any security designed to…induce the purchase or
sale by such customer of such security unless such broker…before entering into any contract with or for
such customer for the purchase or sale of such security, discloses to such customer the existence of such
control, and unless such disclosure, if not made in writing, is supplemented by the giving or sending of written

disclosure at or before the completion of the transaction.” 9 

Prohibited Transactions

The Amendments retain the prohibition, under Rule 312(f)(1), on the solicitation of transactions in the
equity and non-investment grade debt issued by the member organization or its parent, given the enhanced
potential for a conflict of interest inherent in such relationships.

Further, while the Amendments generally exempt securities issued by subsidiaries and sister corporations of
a member organization from the Rule's restrictions (subject to the disclosure requirement of Rule 312(f)(2)),
the exemption does not extend to any such entity deemed to be a MAP of the member organization. MAPs
(which are required to be identified by member organizations on SEC Form 17-H) are entities which, by their
nature, can substantially exert influence on a registered broker-dealer. Accordingly, their inclusion in the Rule
serves to preclude or mitigate potential conflicts attendant in such closely interactive relationships involving
member organizations.

Rule 17h-1T(a)(2) under Exchange Act describes the indicia of Material Associated Person status to include:
1) The legal relationship between the broker or dealer and the associated person; 2) The overall financing
requirements of the broker or dealer and the associated person, and the degree, if any, to which the broker
or dealer and the associated person are financially dependent on each other; 3) The degree, if any, to which
the broker or dealer or its customers rely on the associated person for operational support or services in
connection with the broker's or dealer's business; 4) The level of risk present in the activities of the broker's or
dealer's associated persons; and 5) The extent to which the associated person has the authority or the ability
to cause a withdrawal of capital from the broker or dealer.

Note that, prior to the Amendments, the application of Rule 312(f) was limited to publicly traded securities.
The scope of the Rule has been expanded to encompass privately issued securities as well as publicly issued
ones, since the conflicts intended to be addressed may equally be present in either instance.
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Investment Grade Debt Exempted

The Amendments exempt investment grade debt from the Rule 312(f) recommendation restrictions given that
such securities tend to be less susceptible to price manipulation or other conflict of interest issues the Rule
is intended to address. This exemption codifies relief the Exchange has granted in response to interpretive
inquiries. Related interpretive inquiries with respect to the Rule have involved determinations as to whether

particular preferred equity securities with “debt-like characteristics” 10   could be exempted from the Rule.
Exemptive requests regarding such securities will continue to receive interpretive consideration as practical
equivalents to investment grade debt for purposes of Rule 312(f) if the securities in question: 1) have either
fixed dividends or dividends determined by objective criteria; 2) are non-participatory; 3) have limited voting
rights; and 4) are non-convertible.

Questions regarding this Information Memo may be directed to Gregory Taylor at (212) 656-2920.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Attachments

Exhibit A

Additions are Underscored

Deletions are [Bracketed]

Changes Within Member Organizations

Rule 312(a) to (e) NO CHANGES.

(f) (1) After the completion of a distribution of its equity or non-investment grade debt securities or those
of any organization controlling the member organization or of any Material Associated Person (as used in
Rule 17h-1T of the Securities Exchange Act of 1934, as amended) of the member organization, no member
[corporation] organization [which has any publicly held security outstanding] shall effect any transaction
(except on an unsolicited basis) for the account of any customer in, or make any recommendation with
respect to, any such security [issued by such member corporation] . [or]

(2) Any member organization that make s any recommendation of any [such] equity or non-investment grade
debt security issued by any [corporation controlling] person controlled by or under common control with such
member [corporation] organization (other than a Material Associated Person) [.] , shall promptly disclose to
such customer the existence and nature of such control at the time of recommendation and, if this disclosure
is not made in writing, shall provide this disclosure in writing prior to the completion of the transaction.

(3) No corporation which has any publicly held security outstanding shall, without the prior written approval
of the Exchange, dispose of any such security for its own account and no member corporation shall acquire
any such security for its own account or for the account of any corporation controlling, controlled by or under
common control with such member corporation except with the prior written approval of the Exchange or
pursuant to the terms and provisions of such security or of any agreement between the member corporation
and the holder of such security, which agreement has previously been filed with and approved by the
Exchange. The Exchange will approve such a disposition or acquisition of securities unless it determines that
such action will impair the financial responsibility or operational capability of the member corporation.

The remainder of Rule 312 is unchanged.
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Footnotes

1  See Release No. 34-54368 (August 25, 2006); 71 FR 52202 (September 1, 2006) (SR-NYSE-2005-58).
2  As rated by one or more of the generally accepted rating agencies.
3  As the term is used in Rule 17h-1T of the Securities Exchange Act of 1934 (the "Exchange Act").
4  See SR-NYSE-2005-77 which, inter alia, repositioned Rule 312(g) text under Rule 312(f), effective

March 8, 2006.
5  The term "recommendation" in the context of the Rule has been interpreted to include solicited

transactions, the issuance of research or market letters, and the use of "active" market making tactics
(i.e., actively buying and selling a security from a proprietary account as opposed to "passively" standing
ready to buy or sell).

6  In the first version of the rule, adopted on March 26, 1970, the prohibitions against unsolicited purchases
related solely to shares of the member organization. The subsequent prohibitions against solicited
transactions and recommendations with respect to equity of affiliated companies were added on June 7,
1973.

7  NYSE Rule 2 ("‘Member,’ ‘Membership,’ ‘Member Firm,’ etc.") defines the term "control to mean"…
the power to direct or cause the direction of the management or policies of a person whether through
ownership of securities, by contract or otherwise. A person shall be presumed to control the other person
if such person, directly or indirectly, (i) has the right to vote 25 percent or more of the voting securities,
(ii) is entitled to receive 25 percent or more of the net profits, or (iii) is a director, general partner or
principal executive officer (or person occupying a similar status or performing similar functions) of the
other person.”

8  See NYSE Rule 472(k)(1).
9  Also in this regard, Rule 15c1-6 under the Exchange Act addresses transactions between an

issuerrelated broker-dealer and its customers by forbidding a broker financially interested in a security
being sold in a primary or secondary offering from inducing a purchase unless the interest of the broker
is disclosed in writing at or before the completion of the transaction (See 15 CFR 240.15c1-6).

10  In this context, the term "debt-like" refers to a security that trades primarily based on the objective factors
of credit rating and the stated yield of the security, as opposed to subjective determinations regarding the
business prospects and future earnings of the issuer.
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August 29, 2006

   ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, LEGAL AND COMPLIANCE
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: FAILURE TO APPEAR OR PRODUCE DOCUMENTS IN ARBITRATION MAY BE DEEMED A
RULE 476(a) VIOLATION

On August 15, 2006, the Securities and Exchange Commission approved amendments to New York
Stock Exchange LLC (“NYSE” or, the “Exchange”) Rule 619. The amendments provide that the failure
of any person or entity subject to the jurisdiction of the Exchange to appear or produce documents, as
ordered by an arbitrator pursuant to the NYSE Arbitration Rules, may be deemed a violation of NYSE
Rule 476(a)(6) - “conduct or proceeding inconsistent with just and equitable principles of trade.” The
text of amended Rule 619 is attached as Exhibit A. The amendments are effective immediately.

Parties to an Exchange arbitration proceeding are required to cooperate to the fullest extent practicable
in the voluntary exchange of documents and information in order to expedite the arbitration process.
The Exchange amended Rule 619 to emphasize the importance of compliance with an arbitrator's
orders and to provide for sanctions in the event of non-compliance.

Questions concerning this memorandum should be directed to Karen Kupersmith, Director of
Arbitration at (212) 656-4865.

Daniel Beyda

Chief Administrative Officer

NYSE Regulation

Exhibit A

Additions are Underscored

General Provision Governing Subpoenas, Production of Documents, etc.

Rule 619. (a) through (g) No Change.

(h) Failure to Appear or Produce Documents

It may be deemed conduct inconsistent with just and equitable principles of trade for purposes of Rule 476(a)
(6) for a member, allied member, member organization, an associated person, or any other person and/or
entity over whom the NYSE has jurisdiction to fail to appear or to produce any document in their possession
or control as directed pursuant to provisions of the NYSE Arbitration Rules.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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   ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER AND COMPLIANCE,
REGULATORY, AND LEGAL DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ERRORS AND ERRONEOUS REPORTS [ NYSE RULES 134 AND 411(a)]

This Information Memo outlines existing NYSE rules and other regulatory requirements related to the
processing of errors and erroneous report transactions and the maintenance of records pertaining to such
transactions.

ERRORS

NYSE Rule 134(d) requires everyone effecting transactions on the Floor to have or participate in an error
account. Historically some error accounts were in the name of individual members, and others were in
the name of the member organization. Since now the member organization holding the trading license is
financially responsible for all transactions effected by the individuals authorized to trade on the Floor in

its name, 1   the Exchange takes the position that each error account must be in the name of the member
organization, either alone or jointly with the individual authorized to trade in the name of the member
organization on the Floor. While Rule 134(d) indicates that a member may maintain only one error account
in which all bona fide error transactions are to be processed and recorded, this would not preclude a member
organization from having a separate error account in the name of each of its members, as long as each
account is in the joint name of the member and the member organization. If a member uses an error account
provided by the Floor Member Emergency Fund to clear errors, that will constitute the only error account that
can be utilized by that member. As indicated above, that error account will also have to be jointly held by both
the member and the member organization. It is our understanding that the Floor Member Emergency Fund
will permit such jointly named accounts. In any event, only legitimate errors and transactions to offset

such errors may be cleared in an error account. 2 

For purposes of NYSE rules, an “error” is defined as an execution outside of an order's written instructions or

missing the market on a “held” order. 3   Failure to otherwise meet customer expectations is not a legitimate
“error” for these purposes and error accounts are not intended for use to accommodate customers. Such
misuse has been and will continue to be subject to disciplinary action by NYSE Regulation.

You are reminded of the requirement of NYSE Rule 407A that a member promptly report to NYSE Regulation
any securities account, in which he or she has an interest or over which he or she has investment discretion.
This specifically includes an error account. In addition, NYSE Rule 134.40 requires a member organization
which derives at least 75% of its revenue from Floor brokerage, based on execution of orders on the Floor, to
report error account transactions which result in a profit of more than $500 for any transaction, or more than
$3000 in any calendar week. Profits and losses may not be netted.

ERRONEOUS REPORTS

NYSE Rule 411(a) which governs erroneous reports, addresses three types of scenarios that constitute
erroneous reports: (1) where an order was executed pursuant to its terms, but the execution price was
incorrectly reported [ Rule 411(a)(i)]; (2) where an order, in whole or in part, was not executed but reported
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as executed [ Rule 411(a)(iii)]; and (3) where an order, in whole or in part, was executed but reported as not
executed [ Rule 411(a)(iii)].

Subject to the conditions specified in NYSE Rule 411(a)(ii), a non-member broker dealer or customer
for whom an order was executed, but to whom an erroneous report was given, may treat the terms of such
erroneous report as though they were the terms of the actual auction market trade if the non-member broker
dealer or customer refuses to accept a corrected report . The contra-side to the erroneous report and the
actual market transaction may be processed in the error account. Alternatively, a specialist registered
in the stock can provide an accommodation by taking the “error” into its dealer account. In either case, the
member organization assumes any loss from the erroneous report, with any profit remitted to the New York
Stock Exchange Foundation.

You are reminded that where NYSE Rule 411(a)(ii) applies, it is necessary to comply with all of the
requirements set forth therein. Particular attention should be paid to the specific requirements of
subparagraphs (2) and (3) of NYSE Rule 411(a)(ii) which require: that the nature of the error and whether it
was favorable or unfavorable be reported to the non-member broker dealer or customer, and the mandate to
document, on a trade-by-trade basis, the name of the individual authorized to accept (or reject) the erroneous
report on behalf of the non-member broker dealer or customer.

DOCUMENTATION

Records pertaining to each error and erroneous report transaction, including the audit trail data elements
prescribed in NYSE Rule 132, must be maintained and preserved pursuant to the requirements of Rule

17a-4 of the Securities Exchange Act of 1934 (“Exchange Act”) 4   and NYSE Rules 134(d) and 440. All
Floor related error and erroneous report transactions must be documented using the new Mandatory Error

Account Detail Log and is to be maintained with the relevant records of each transaction. 5   To the extent
documentation is not available either to support an error, or the facts and circumstances surrounding an

erroneous report, the exemption afforded in Section 11(a)(1)(F) 6   of the Exchange Act 7   and Rule 11a-1(b)

(6) (Regulation of Floor Trading) 8   under that Act, where the offsetting transaction is initiated on the Floor,
may not be relied upon. Such transactions may not be processed through an error account.

Consistent with NYSE Rule 342, a member organization must take all reasonable steps to ensure that
members associated with the organization comply with these requirements.

Questions concerning this memorandum may be directed to your Finance Coordinator.

___________________________

Anand K. Ramtahal

Vice President

Member Firm Regulation

Attachments

ERROR ACCOUNT DETAIL LOG

Error Account Detail Log

EXHIBIT B

ERROR ACCOUNT DETAIL LOG - FORM INSTRUCTIONS

• Attach a copy of the original order ticket, the error transaction ticket, the covering/liquidating order
ticket and all relevant execution reports. Also, in situations where the broker neglected to properly
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execute the customers order in error, include the execution reports of any transactions effected to
satisfy the customer's original order.

• Provide complete descriptions of all details surrounding the error transaction. Include the nature
and amount of the error, all instructions that had been given to the clerk and broker, the individual
responsible for the error, and the circumstances leading to the discovery of the error (i.e. OCS
advisory, QT) . For error transactions that were the result of an erroneous report to a non-member
broker dealer or customer, indicate the name of the individual authorized to accept (or reject)
the erroneous report for the non-member broker dealer or customer, the nature of the error, and
whether it was favorable or unfavorable. Also include an explanation of how particular prices at
which corrected reports were given were determined. If the erroneous report resulted in a profit,
please attach a copy of the check that was submitted to the NYSE Foundation.

• Provide complete descriptions of the steps taken to resolve the error. Provide all necessary
documentation as support and include dates, times and with whom discussions were held regarding
the error.

• Clearly Print the Name and title of the Individual responsible for reviewing the error, the broker
involved in the error and the clerk who accepted the order.

• Obtain dated signatures of all parties involved in the error transaction
• Timestamp the form upon completion

RELEVENT NYSE RULES:

• Rule 90
• Rule 91
• Rule 132
• Rule 134
• Rule 411

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Rule 325(e), as amended, which was the subject of discussion in Information Memo 05-99. The
term "member" when used in the Rules of the Exchange to refer to an individual now refers to the
individual authorized to trade on the Floor in the name of the member organization that holds the trading
license. See Rule 2(a).

2  The error account can also be used when specifically authorized by an NYSE rule, Information Memo or
Member Education Bulletin.

3  A member cannot miss the market on a "not held" order.
4  17 CFR 240.17a-4.
5  The use of the Error Account Detail Log is mandatory and has been attached as Exhibit A. The related

instructions are attached as Exhibit B.
6  15 U.S.C. 78k.
7  15 U.S.C. 78a et seq.
8  17 CFR 240.11a-1(b)(6).
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   ATTENTION: CHIEF EXECUTIVE OFFICER AND MANAGING PARTNER, CHIEF FINANCIAL OFFICER,
CHIEF OPERATIONS OFFICER, AND CHIEF COMPLIANCE OFFICER

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: MINIMUM DISPLAY AMOUNT IN CONNECTION WITH SPECIALIST RESERVE INTEREST
REDUCED TO 1000 SHARES

The Securities and Exchange Commission has approved an amendment to Rule 104(d)(i) reducing the

minimum display requirements for specialist reserve interest from 2000 shares to 1000 shares. 1   This
change is consistent with the minimum display requirements currently applicable to Floor brokers pursuant to
Rule 70.20(c)(ii).

Rule 104(d)(i) now provides that specialists have the ability to maintain undisplayed reserve interest on
behalf of their dealer account at the Exchange best bid and offer (“BBO”) provided that they are displaying
in the BBO on the side of their reserve interest at least 1,000 shares. Similarly, Exchange Rule 104(d)(ii)
now provides that that after an execution, the amount of the specialist's displayed interest will be replenished
by the specialist's reserve interest, if any, so that at least a minimum of 1,000 shares or whatever specialist
interest remains at the best bid or offer, if less than 1,000 shares, is displayed.

Questions concerning Rule 104(d)(i) and (ii) may be addressed to Daniel Labovitz, Director, Market
Surveillance, at 212-656-2081, Deanna Logan, Director, Office of the General Counsel, at 212-656-2389 or
David Matta, Principal Rule Counsel, Office of the General Counsel, at 212-656-4717.

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Footnotes

1  See Securities Exchange Act Release No. 54086 (June 30, 2006) (71 FR 38953) (July 10, 2006) (SR-
NYSE-2006-24).
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August 21, 2006

   ATTENTION: CHIEF EXECUTIVE OFFICER AND MANAGING PARTNER, CHIEF FINANCIAL OFFICER,
CHIEF OPERATIONS OFFICER, AND CHIEF COMPLIANCE OFFICER

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: SPECIALISTS PERMITTED TO SEND ALGORITHMIC TRADING MESSAGES TO INTERACT
WITH THE EXCHANGE QUOTATION VIA API

As part of the implementation of Phase II of the Hybrid Market SM, specialists are now permitted to send
algorithmically-generated messages to execute transactions against the Exchange's best bid or offer (“Hit
Bid/Take Offer”) in any security. Their algorithmic systems will not have information about incoming orders as
such orders are entering Exchange systems.

Pursuant to Rule 104(c), specialist messages to trade with the Exchange published quote must include a
code identifying the reason for the algorithmic action. Specialist's algorithmically-generated “Hit Bid/Take
Offer” messages will be delayed in their processing by the Display Book in such a manner that the messages
do not possess any speed advantage over other market participants.

Questions concerning this memorandum may be addressed to Daniel Labovitz, Director, Market Surveillance,
at 212-656-2081, Deanna Logan, Director, Office of the General Counsel, at 212-656-2389 or David Matta,
Principal Rule Counsel, Office of the General Counsel, at 212-656-4717.

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance
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   ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Trading of iPath Exchange-Traded Notes and Rules 1300B and 1301B

Trading in a new product, the iPath SM Exchange-Traded Notes (symbol: OIL) (the “Notes”), will begin on the
NYSE on August 16, 2006. Members and member organizations are advised that the Exchange has adopted
new Rules 1300B and 1301B applicable to trading in the Notes, attached as Exhibit A.

The purpose of this memorandum is to outline various rules and policies that will be applicable to trading in
this new product, including certain exemptive, interpretive and no-action positions taken by the Securities and
Exchange Commission (“SEC”), as well as to highlight the characteristics and risk of the Notes. For a more
complete description of the Notes , visit the Notes' website, www.ipathetn.com, or consult the prospectus
used in connection with the offering of the Notes (“Prospectus”).

Description of the Notes

The Notes are Index-linked debt securities of Barclays Bank PLC (“Barclays”) linked to the performance of
the Goldman Sachs Crude Oil Total Return Index TM (the “Index”). The Index is a sub-index of the Goldman
Sachs Commodity Index® (the “GSCI®”), and reflects the excess returns that are potentially available
through an unleveraged investment in the contracts comprising the relevant components of the Index (which
currently includes only the WTI crude oil futures contract traded on the NYMEX) plus the Treasury Bill rate of
interest that could be earned on funds committed to the trading of the underlying contracts. The Treasury Bill
rate of interest used for purposes of calculating the index on any day is the 91-day auction high rate for U.S.
Treasury Bills, as reported on Telerate page 56, or any successor page, on the most recent of the weekly
auction dates prior to such day. The value of the Index, on any given day, reflects (i) the price levels of the
contracts included in the Goldman Sachs Crude Oil Total Return Index TM (which represents the value of
the Goldman Sachs Crude Oil Total Return Index TM); (ii) the “contract daily return,” which is the percentage
change in the total dollar weight of the Goldman Sachs Crude Oil Total Return Index TM from the previous
day to the current day; and (iii) the Treasury Bill rate of interest that could be earned on funds committed to
the trading of the underlying contracts. The Treasury Bill rate of interest used for purposes of calculating the
index on any day is the 91-day auction high rate for U.S. Treasury Bills, as reported on Telerate page 56, or
any successor page, on the most recent of the weekly auction dates prior to such day.

There is no regulated source of last sale information regarding physical commodities and the SEC has no
jurisdiction over the trading of crude oil or the futures contracts on which the value of the Notes is based.

The Notes provide for a cash payment at maturity or upon earlier exchange at the holder's option, based on
the performance of the Index subject to the adjustments described below. The principal amount of each Note
will be $50. The Notes will trade on the Exchange's equity trading floor and the Exchange's existing equity
trading rules will apply to trading in the Notes. The Notes will not have a minimum principal amount that will
be repaid and, accordingly, payment on the Notes prior to or at maturity may be less than the original issue
price of the Notes. In fact, the value of the Index must increase for the investor to receive at least the $50
principal amount per Note at maturity or upon exchange or redemption. If the value of the Index decreases or
does not increase sufficiently to offset the investor fee (described below), the investor will receive less, and
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possibly significantly less, than the $50 principal amount per Note. In addition, holders of the Notes will not
receive any interest payments from the Notes. The Notes will have a term of 30 years.

Holders who have not previously redeemed their Notes will receive a cash payment at maturity equal to the
principal amount of their Notes times the index factor on the Final Valuation Date (as defined below) minus
the investor fee on the Final Valuation Date. The “index factor” on any given day will be equal to the closing
value of the Index on that day divided by the initial index level. The index factor on the Final Valuation Date
will be equal to the final index level divided by the initial index level. The “initial index level” is the closing
value of the Index on the date of issuance of the Notes (the “Trade Date”), and the “final index level” is the
closing value of the Index on the Final Valuation Date. The investor fee is equal to 0.75% per year times
the principal amount of a holder's Notes times the index factor, calculated on a daily basis in the following
manner: The investor fee on the Trade Date will equal zero. On each subsequent calendar day until maturity
or early redemption, the investor fee will increase by an amount equal to 0.75% times the principal amount of
a holder's Notes times the index factor on that day (or, if such day is not a trading day, the index factor on the
immediately preceding trading day) divided by 365. The investor fee is the only fee holders will be charged in
connection with their ownership of the Notes.

Prior to maturity, holders may, subject to certain restrictions, redeem their Notes on any Redemption Date
(defined below) during the term of the Notes provided that they present at least 50,000 Notes for redemption,
or they act through a broker or other financial intermediaries (such as a bank or other financial institution not
required to register as a broker-dealer to engage in securities transactions) that are willing to bundle their
Notes for redemption with other investors' Notes. If a holder chooses to redeem such holder's Notes on a
Redemption Date, such holder will receive a cash payment on such date equal to the principal amount of
such holder's Notes times the index factor on the applicable Valuation Date minus the investor fee on the
applicable Valuation Date. A “Redemption Date” is the third business day following a Valuation Date (other
than the Final Valuation Date (defined below)). A “Valuation Date” is each Thursday from the first Thursday
after issuance of the Notes until the last Thursday before maturity of the Notes (the “Final Valuation Date”)
inclusive (or, if such date is not a trading day, the next succeeding trading day), unless the calculation agent
determines that a market disruption event, as described below, occurs or is continuing on that day. In that
event, the Valuation Date for the maturity date or corresponding Redemption Date, as the case may be, will
be the first following trading day on which the calculation agent determines that a market disruption event
does not occur and is not continuing. In no event, however, will a Valuation Date be postponed by more than
five trading days.

Any of the following will be a market disruption event: (i) a material limitation, suspension or disruption in
the trading of any Index component which results in a failure by the trading facility on which the relevant
contract is traded to report a daily contract reference price (i.e., the price of the relevant contract that is
used as a reference or benchmark by market participants); (ii) the daily contract reference price for any
Index component is a “limit price”, which means that the daily contract reference price for such contract
has increased or decreased from the previous day's daily contract reference price by the maximum amount
permitted under the applicable rules or procedures of the relevant trading facility; (iii) failure by the Index
Sponsor to publish the closing value of the Index or of the applicable trading facility or other price source
to announce or publish the daily contract reference price for one or more Index component; or (iv) any
other event, if the calculation agent determines in its sole discretion that the event materially interferes with
Barclays' ability or the ability of any of Barclays' affiliates to unwind all or a material portion of a hedge with
respect to the Notes that Barclays or Barclays' affiliates have effected or may effect as described herein in
connection with the sale of the Notes.

If a Valuation Date is postponed by five trading days, that fifth day will nevertheless be the date on which the
value of the Index will be determined by the calculation agent. In such an event, the calculation agent will
make a good faith estimate in its sole discretion of the value of the Index.

To redeem their Notes, holders must instruct their broker or other person through whom they hold their Notes
to take the following steps:
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• deliver a notice of redemption to Barclays via email by no later than 11:00 a.m. New York time on
the business day prior to the applicable Valuation Date. If Barclays receives such notice by the
time specified in the preceding sentence, it will respond by sending the holder a confirmation of
redemption;

• deliver the signed confirmation of redemption to Barclays via facsimile in the specified form by
4:00 p.m. New York time on the same day. Barclays must acknowledge receipt in order for the
confirmation to be effective; and

• transfer such holder's book-entry interest in its Notes to the trustee on Barclays' behalf at or prior to
10:00 a.m. on the applicable Redemption Date (the third business day following the Valuation Date).

If holders elect to redeem their Notes, Barclays may request that Barclays Capital Inc. (a brokerdealer)
purchase the Notes for the cash amount that would otherwise have been payable by Barclays upon
redemption. In this case, Barclays will remain obligated to redeem the Notes if Barclays Capital Inc. fails to
purchase the Notes. Any Notes purchased by Barclays Capital Inc. may remain outstanding.

If an event of default occurs and the maturity of the Notes is accelerated Barclays will pay the default amount
in respect of the principal of the Notes at maturity. The default amount for the Notes on any day will be an
amount, determined by the calculation agent in its sole discretion, equal to the cost of having a qualified
financial institution, of the kind and selected as described below, expressly assume all Barclays' payment and
other obligations with respect to the Notes as of that day and as if no default or acceleration had occurred, or
to undertake other obligations providing substantially equivalent economic value to the holders of the Notes
with respect to the Notes. That cost will equal:

• the lowest amount that a qualified financial institution would charge to effect this assumption or
undertaking, plus

• the reasonable expenses, including reasonable attorneys' fees, incurred by the holders of the Notes
in preparing any documentation necessary for this assumption or undertaking.

During the default quotation period for the Notes (described below), the holders of the Notes and/or Barclays
may request a qualified financial institution to provide a quotation of the amount it would charge to effect
this assumption or undertaking. If either party obtains a quotation, it must notify the other party in writing of
the quotation. The amount referred to in the first bullet point above will equal the lowest - or, if there is only
one, the only - quotation obtained, and as to which notice is so given, during the default quotation period.
With respect to any quotation, however, the party not obtaining the quotation may object, on reasonable
and significant grounds, to the assumption or undertaking by the qualified financial institution providing the
quotation and notify the other party in writing of those grounds within two business days after the last day
of the default quotation period, in which case that quotation will be disregarded in determining the default
amount. The default quotation period is the period beginning on the day the default amount first becomes due
and ending on the third business day after that day, unless:

• no quotation of the kind referred to above is obtained, or
• every quotation of that kind obtained is objected to within five business days after the due date as

described above.

If either of these two events occurs, the default quotation period will continue until the third business day after
the first business day on which prompt notice of a quotation is given as described above. If that quotation is
objected to as described above within five business days after that first business day, however, the default
quotation period will continue as described in the prior sentence and this sentence.

In any event, if the default quotation period and the subsequent two business day objection period have not
ended before the Final Valuation Date, then the default amount will equal the stated principal amount of the
Notes.

Major market data vendors will disseminate at least every 15 seconds (during the time that the Shares trade
on the Exchange) the GSCI and Index values.
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An intraday “Indicative Value” meant to approximate the intrinsic economic value of the Notes will be
calculated and published via the facilities of the Consolidated Tape Association (“CTA”) every 15 seconds
throughout the NYSE trading day on each day on which the Notes are traded on the Exchange.

Additionally, Barclays or an affiliate will calculate and publish the closing Indicative Value of the Notes on
each trading day at www.ipathetn.com. In connection with the Notes, the term “Indicative Value” refers to the
value at a given time determined based on the following equation:

Indicative Value = Principal Amount per Unit × (Current Index Level / Initial Index Level ) − Current
Investor Fee

where:

Principal Amount per Unit = $50

Current Index Level = The most recent published level of the Index as reported by The Goldman Sachs
Group, Inc.

Initial Index Level = The Index level on the trade date for the Notes.

Current Investor Fee = The most recent daily calculation of the investor fee with respect to the Notes,
determined as described above (which, during any trading day, will be the investor fee determined on
the preceding calendar day).

Risk Factors Related to Investing in the Notes

The Notes are unsecured promises of Barclays Bank PLC and are not secured debt. The Notes are riskier
than ordinary unsecured debt securities. As stated in the Prospectus, an investment in the Notes includes the
following risks: carries certain risks:

• Even if the value of the Index at maturity or upon redemption exceeds the initial Index level,
Noteholders may receive less than the principal amount of their Notes.

• Noteholders will not benefit from any increase in the value of the Index if such increase is not
reflected in the value of the Index on the applicable valuation date.

• There are restrictions on the minimum number of Notes a Noteholder may redeem and on the dates
on which a Noteholder may redeem them.

• The market value of the Notes may be influenced by many unpredictable factors, including volatile
commodities prices suspension or disruptions of market trading in commodities and related futures
may adversely affect the value of the Notes.

• Higher future prices of the Index components relative to their current prices may decrease the
amount payable at maturity or upon redemption.

• Historical values of the Index or any Index component should not be taken as an indication of the
future performance of the Index during the term of the Notes.

• Commodity prices may change unpredictably, affecting the value of the Index and the value of the
Notes in unforeseeable ways.

• Changes in the Treasury bill rate of interest may affect the value of the Index and the Notes.
• Changes in Barclays' credit ratings may affect the market value of the Notes.
• Noteholders will not receive interest payments on the Notes or have rights in the exchange traded

futures contracts constituting the Index components.
• There may not be an active trading market in the Notes; sales in the secondary market may result in

significant losses.
• Trading and other transactions by Barclays Bank PLC or its affiliates in instruments linked to the

Index or Index components may impair the market value of the Notes.
• Barclays' business activities may create conflicts of interest.
• Barclays Bank PLC and its affiliates have no affiliation with Goldman, Sachs & Co. and are not

responsible for its public disclosure of information, which may change over time.
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• The policies of the Index sponsor and changes that affect the Index or the Index components could
affect the amount payable on the Notes and their market value.

• The GSCI® may in the future include contracts that are not traded on regulated futures exchanges.
• Changes in the composition and valuation of the Index or the GSCI® may adversely affect the

Notes.
• There are potential conflicts of interest between the Noteholders and the calculation agent.
• The calculation agent can postpone the determination of the value of the Index or the maturity date

or redemption date if a market disruption event occurs on a valuation date.

Exchange Rules Applicable to the Trading of the Notes

The Notes are considered “securities” under Exchange Rule 3 and are subject to all applicable trading rules.

Application of Rules 1300B (b) and 1301B

Under Supplementary Material .10 to Rule 1301B, Rules 1300B(b) and 1301B will apply to securities listed
under Section 703.19 (“Other Securities”) of the Exchange's Listed Company Manual, where the price of such
securities is based in whole or part on the price of (a) a commodity or commodities, (b) any futures contracts
or other derivatives based on a commodity or commodities; or (c) any index based on either (a) or (b) above.

Under Rule 1300B(b), the specialist in the Notes, the specialist's member organization and other specified
persons will be prohibited under paragraph (m) of Exchange Rule 105 Guidelines from acting as market
maker or functioning in any capacity involving market-making responsibilities in the Index components,
the commodities underlying the Index components, or options, futures or options on futures on the Index,
or any other derivatives (collectively, “derivative instruments”) based on the Index or based on any Index
component or any physical commodity underlying an Index component. If the member organization acting as
specialist in the Notes is entitled to an exemption under NYSE Rule 98 from paragraph (m) of NYSE Rule 105
Guidelines, then that member organization could act in a market making capacity in the Index components,
the commodities underlying the Index components, or derivative instruments based on the Index or based on
any Index component or commodity underlying an Index component, other than as a specialist in the Notes
themselves, in another market center.

Under Rule 1301B (a), the member organization acting as specialist in the Notes (1) will be obligated to
conduct all trading in the Notes in its specialist account, (subject only to the ability to have one or more
investment accounts, all of which must be reported to the Exchange), (2) will be required to file with the
Exchange and keep current a list identifying all accounts for trading in the Index components or the physical
commodities underlying the Index components, or derivative instruments based on the Index or based on
the Index components or the physical commodities underlying the Index components, which the member
organization acting as specialist may have or over which it may exercise investment discretion, and (3)
will be prohibited from trading in the Index components or the physical commodities underlying the Index
components, or derivative instruments based on the Index or based on the Index components or the physical
commodities underlying the Index components, in an account in which a member organization acting as
specialist, controls trading activities which have not been reported to the Exchange as required by Rule
1301B.

Under Rule 1301B (b), the member organization acting as specialist in the Notes will be required to make
available to the Exchange such books, records or other information pertaining to transactions by the member
organization and other specified persons for its or their own accounts in the Index components or the physical
commodities underlying the Index components, or derivative instruments based on the Index or based on
the Index components or the physical commodities underlying the Index components, as may be requested
by the Exchange. This requirement is in addition to existing obligations under Exchange rules regarding the
production of books and records.
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Under Rule 1301B (c), in connection with trading the Index components or the physical commodities
underlying the Index components, or derivative instruments based on the Index or based on the Index
components or the physical commodities underlying the Index components, the specialist could not use any
material nonpublic information received from any person associated with a member or employee of such
person regarding trading by such person or employee in the Index components or the physical commodities
underlying the Index components, or derivative instruments based on the Index or based on the Index
components or the physical commodities underlying the Index components.

Hours of Trading

Trading in the Notes will be until 4:00 p.m.

Exemptive, Interpretive and No-Action Relief Under Federal Securities Regulations and NYSE Rules

The SEC has issued exemptive, interpretive and no-action relief from certain provisions of and rules under
the Securities Exchange Act of 1934, as amended (the “Exchange Act”), regarding trading in the Notes, which
is summarized below. See letter dated July 27, 2006, from James A. Brigagliano, Acting Associate Director,
Office of Trading Practices and Processing, Division of Market Regulation, to George H. White (the “Letter”).
As this is only a summary of the relief granted by the SEC, the Exchange also advises interested members to
consult the Letter, for more complete information regarding the trading practices relief granted by the SEC. In
addition, the Exchange has taken an interpretive position with respect to its short sale rule.

Short Sale Rules - Transactions in the Notes will not be subject to “tick” requirements of the short sale rule of
the Commission (Rule 10a-1) or the Exchange (Rule 440B). Short orders must be marked SHORT or SHORT
EXEMPT.

Rule 200(g) of Regulation SHO - The SEC Division of Market Regulation has stated that the Division will
not recommend enforcement action under Rule 200(g) of Regulation SHO if a broker-dealer marks “short”
rather than “short exempt” a short sale effected in the Notes pursuant to the exemptions from the price test of
Rule 10a-1 that have been granted, subject to specified conditions, including that a broker-dealer executing
exempt short sales will mark such sales as “short” and in no event will such sales be marked “long”.

Regulation M Exemptions - Generally, Rules 101 and 102 of Regulation M is an antimanipulation regulation
that, subject to certain exemptions, prohibits a “distribution participant” and the issuer or selling security
holder, in connection with a distribution of securities, from bidding for, purchasing, or attempting to induce
any person to bid for or purchase, any security which is the subject of a distribution until after the applicable
restricted period, except as specifically permitted in Regulation M. The provisions of the Rules apply to
underwriters, prospective underwriters, brokers, dealers, and other persons who have agreed to participate or
are participating in a distribution of securities, and affiliated purchasers of such persons.

The SEC has granted an exemption from paragraph (d) of Rule 101 under Regulation M to permit persons
who may be deemed to be participating in a distribution of Notes to bid for or purchase Notes during their
participation in such distribution.

Rule 102 of Regulation M prohibits issuers, selling security holders, or any affiliated purchaser of such person
from bidding for, purchasing, or attempting to induce any person to bid for or purchase a covered security
during the applicable restricted period in connection with a distribution of securities effected by or on behalf
of an issuer or selling security holder. Rule 100 of Regulation M defines “distribution” to mean any offering
of securities that is distinguished from ordinary trading transactions by the magnitude of the offering and the
presence of special selling efforts and selling methods. The SEC has granted an exemption from paragraph
(e) of Rule 102 to permit Barclays and its affiliated purchasers to cover bids for or purchase or redeem Notes
during the continuous offering of the Notes.

Section 11(d)(1) of the Exchange Act; Exchange Act Rule 11d1-2 - Section 11(d)(1) of the Exchange Act
generally prohibits a person who is both a broker and a dealer from effecting any transaction in which the
broker-dealer extends credit to a customer on any security which was part of a new issue in the distribution
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of which he or she participated as a member of a selling syndicate or group within thirty days prior to such
transaction.

The SEC has also taken a no-action position under Section 11(d)(1) of the Exchange Act that broker-
dealers may treat the Notes, for purposes of Rule 11d1-2, as “securities issued by a registered … open-end
investment company as defined in the Investment Company Act” and thereby, extend credit or maintain or
arrange for the extension or maintenance of credit on the Notes that have been owned by the persons to
whom credit is provided for more than 30 days, in reliance on the exemption contained in the rule.

Due Diligence

Before a member, member organization, allied member or employee thereof recommends a transaction
in the Notes, such person must exercise due diligence to learn the essential facts relative to the customer
pursuant to Exchange Rule 405, and must determine that the recommendation complies with all other
applicable Exchange and Federal rules and regulations. A person making such recommendation should have
a reasonable basis for believing, at the time of making the recommendation, that the customer has sufficient
knowledge and experience in financial matters that he or she may reasonably be expected to be capable of
evaluating the risks and any special characteristics of the recommended transaction, and is financially able to
bear the risks of the recommended transaction.

Trading Halts

In order to halt the trading of the Notes, the Exchange may consider, among other things, factors such as
the extent to which trading is not occurring in commodities underlying the index or whether other unusual
conditions or circumstances detrimental to the maintenance of a fair and orderly market are present. In
addition, trading in Shares is subject to trading halts caused by extraordinary market volatility pursuant to
Exchange Rule 80B (“Circuit Breaker”).

The Exchange will cease trading the Notes if there is a halt or disruption in the dissemination of the Index
value or the Indicative Value. In the event that the Exchange is open for business on a day that is not a GSCI
Business Day, the Exchange will not permit trading of the Notes on that day.

Prospectus Delivery

Members are advised to consult the section entitled “Plan of Distribution,” in the Prospectus, with respect to
the prospectus-delivery requirements relating to the Notes.

Surveillance

The Exchange's surveillance procedures applicable to equity securities will be used for the Notes.

Questions concerning the matters discussed in this Memorandum may be addressed as follows:

General Questions

Susan G. Waiter (212) 656-2818 (Investment Banking Services)

John Carey (212) 656-5640 (Office of the General Counsel)

Questions on:

Suitability Steve Kasprzak (Member Firm Regulation) (212) 656-5226
Specialist Issues Jerome Reda (Market Surveillance) (212) 656-5354

___________________________

Robert A. Marchman

Executive Vice President
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Market Surveillance

Attachments

EXHIBIT A

Text of Rules 1300B and 1301B

Rule 1300B

(a) The provisions of this Rule 1300B series apply only to Commodity Trust Shares. The term
“Commodity Trust Shares” as used in this Rule and in Rule 1301B means a security that (a) is
issued by a trust (“Trust”) which (i) is a commodity pool that is managed by a commodity pool
operator registered as such with the Commodity Futures Trading Commission, and (ii) which holds
positions in futures contracts on a specified commodity index, or interests in a commodity pool
which, in turn, holds such positions; (b) when aggregated in some specified minimum number may
be surrendered to the Trust by the beneficial owner to receive positions in futures contracts on a
specified index and cash or short term securities. The term “futures contract” is commonly known
as a “contract of sale of a commodity for future delivery” set forth in Section 2(a) of the Commodity
Exchange Act. While Commodity Trust Shares are not technically Investment Company Units and
thus are not covered by Rule 1100, all other rules that reference “Investment Company Units,” as
defined and used in Para. 703.16 of the Listed Company Manual, including, but not limited to Rules
13, 36.30, 98, 104, 460.10, 1002, and 1005 shall also apply to Commodity Trust Shares. When
these rules reference Investment Company Units, the word “index” (or derivative or similar words)
will be deemed to be the applicable commodity index and the word “security” (or derivative or similar
words) will be deemed to be “Commodity Trust Shares”.

(b) As is the case with Investment Company Units, paragraph (m) of the Guidelines to Rule 105 shall
also apply to Commodity Trust Shares. Specifically, Rule 105(m) shall be deemed to prohibit an
equity specialist, his member organization, other member, allied member or approved person
in such member organization or officer or employee thereof from acting as a market maker or
functioning in any capacity involving market-making responsibilities in the physical commodities
included in, or options, futures or options on futures on, the index underlying an issue of Commodity
Trust Shares, or any other derivatives based on such index or based on any commodity included in
such index. However, an approved person of an equity specialist entitled to an exemption from Rule
105(m) under Rule 98 may act in a market making capacity, other than as a specialist in the same
issue of Commodity Trust Shares in another market center, in physical commodities included in, or
options, futures or options on futures on, the index underlying an issue of Commodity Trust Shares,
or any other derivatives based on such index or based on any commodity included in such index.

(c) Except to the extent that specific provisions in this Rule govern, or unless the context otherwise
requires, the provisions of all Exchange Rules and policies shall be applicable to the trading of
Commodity Trust Shares on the Exchange. Pursuant to Exchange Rule 3 (“Security”), Commodity
Trust Shares are included within the definition of “security” or “securities” as those terms are used in
the rules of the Exchange.

Rule 1301B

(a) The member organization acting as specialist in Commodity Trust Shares is obligated to conduct
all trading in the Shares in its specialist account, subject only to the ability to have one or more
investment accounts, all of which must be reported to the Exchange. (See Rules 104.12 and
104.13.) In addition, the member organization acting as specialist in Commodity Trust Shares must
file with the Exchange in a manner prescribed by the Exchange and keep current a list identifying
all accounts for trading in the physical commodities included in, or options, futures or options
on futures on, an index underlying an issue of Commodity Trust Shares in which the member
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organization acts as specialist, or any other derivatives based on such index or based on any
commodity included in such index, which the member organization acting as specialist may have
or over which it may exercise investment discretion. No member organization acting as specialist
in Commodity Trust Shares shall trade in physical commodities included in, or options, futures
or options on futures on, an index underlying an issue of Commodity Trust Shares in which the
member organization acts as specialist, or any other derivatives based on such index or based on
any commodity included in such index, in an account in which a member organization acting as
specialist, directly or indirectly, controls trading activities, or has a direct interest in the profits or
losses thereof, which has not been reported to the Exchange as required hereby.

(b) In addition to the existing obligations under Exchange rules regarding the production of books and
records (see, e.g., Rule 476(a)(11)), the member organization acting as specialist in Commodity
Trust Shares shall make available to the Exchange such books, records or other information
pertaining to transactions by such entity or any member, allied member, approved person,
registered or non-registered employee affiliated with such entity for its or their own accounts in
options, futures or options on futures on, an index underlying an issue of Commodity Trust Shares
in which the member organization acts as specialist; or in any commodity included in such index; or
in any other derivatives based on such index or based on any commodity included in such index, as
may be requested by the Exchange.

(c) In connection with trading any physical commodity included in, or options, futures or options
on futures on, an index underlying an issue of Commodity Trust Shares in which the member
organization acts as specialist, or any other derivatives based on such index (including Commodity
Trust Shares) or based on any commodity included in such index, the specialist registered as such
in an issue of Commodity Trust Shares shall not use any material nonpublic information received
from any person associated with a member or employee of such person regarding trading by such
person or employee in the options, futures or options on futures [of] on an index underlying an issue
of Commodity Trust Shares in which the member organization acts as specialist; or in any other
derivatives on such index; or in any commodity included in such index or any derivatives on such
commodity.

Supplementary Material:

.10 The provisions of Rule 1300B (b) and Rule 1301B shall apply to securities listed on the Exchange
pursuant to Section 703.19 (“Other Securities”) of the Listed Company Manual where the price of such
securities is based in whole or part on the price of (a) a commodity or commodities, (b) any futures contracts
or other derivatives based on a commodity or commodities; or (c) any index based on either (a) or (b) above.
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August 16, 2006

   ATTENTION: MANAGING PARTNER / CHIEF EXECUTIVE OFFICER / CHIEF FINANCIAL OFFICER

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: FOCUS REPORT VERSION UPGRADE - AMENDMENTS TO NFA FINANCIAL
REQUIREMENTS

The Commodity Futures Trading Commission (“CFTC”) approved changes to National Futures Association
(“NFA”) Financial Requirements Sections 1, 5, and 11 (please see NFA Notice to Members I-06-09 at
www.nfa.futures.org) which are effective on July 31, 2006. The NFA amendments increase the minimum
dollar net capital requirement for Futures Commission Merchants that are members of the NFA, from
$250,000 to $500,000, which will effect the computation of the CFTC's minimum net capital requirement.

As a result of this change, an updated version (Version 138) of the FOCUS Report will be distributed to
all member organizations who file FOCUS Part II or Part II CSE. The changes to the FOCUS Report are
isolated to Page T10 of FOCUS Part II and Page 17 of FOCUS Part II CSE. The updated FOCUS Report will
be available to all member organizations on Thursday, August 17, 2006 via a download from SIAC. These
changes should be reflected in FOCUS filings for the month ending July 31, 2006. The specific changes to
the FOCUS Report are as follows:

• Line 7465 (newly titled “Minimum Dollar Amount Requirement”) increases to $500,000 from
$250,000 for NFA members.

• Line 7475 (Other NFA Requirement) has been added to allow for member organizations to input
other NFA capital requirements they may be subject to.

• Line 7495 (CFTC Early Warning Level) has been added to compute the CFTC early warning level.
This line will be automatically populated based on the amounts reported in calculating minimum net
capital requirements.

Please note that net capital in excess of the SEC early warning level (Page 6-Line 3920 for Alternative
Standard filers or Line 3780 for Aggregate Indebtedness Standard filers) will be automatically populated
to calculate early warning excess net capital based on the greater of the SEC or CFTC early warning
requirements. Please be advised that member organizations which download this new version of
FOCUS after data has been entered for an in-progress filing must go back into Page 6 of the filing to
have the formulae automatically refresh.

If you have any questions or comments regarding this information memo, please contact your Finance
Coordinator. Technical questions relating to the software application or its use may be directed to the SIAC
PC Service Center at (212) 383-2062.

___________________________

William J. Wollman

Vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

688

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P06-59%2909013e2c855b3b18?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 06-58

Click to open document in a browser

August 14, 2006

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, ANTI-MONEY LAUNDERING
OFFICER, AND CHIEF COMPLIANCE OFFICER

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: NYSE AND NASD JOINT RELEASE REGARDING SPECIAL MEASURES AGAINST SPECIFIED
BANKS PURSUANT TO SECTION 311 OF THE USA PATRIOT ACT

This is to remind member organizations that the Financial Crimes Enforcement Network (FinCEN) has issued

a final rule imposing a special measure, 1   which is effective as of August 14, 2006, against the Latvian bank

VEF Banka and its subsidiaries, including Veiksmes Lizings. 2   This measure is comparable to that imposed
against the Commercial Bank of Syria and its subsidiaries, including Syrian Lebanese Commercial Bank,

which became effective April 14, 2006. 3 

The special measures have been imposed in response to findings that these entities and their subsidiaries
(the “Specified Banks”) are financial institutions of primary money laundering concern. Under the special
measures, covered financial institutions, which includes broker-dealers, are subject to the following two
primary requirements with respect to the Specified Banks:

Prohibition of the Direct Use of Correspondent Accounts by the Specified Banks

Covered financial institutions are prohibited from opening or maintaining a correspondent account 4   in the
United States for, or on behalf of, the Specified Banks.

This prohibition requires all covered financial institutions to review their account records to ensure that they
maintain no accounts directly for, or on behalf of, the Specified Banks.

Due Diligence to Prevent Indirect Use

As a corollary to the prohibition on the opening or maintaining of correspondent accounts directly for the
Specified Banks, each covered financial institution is required to apply due diligence to its correspondent
accounts that is reasonably designed to guard against their indirect use by the Specified Banks. At a
minimum, such due diligence must include two elements:

1) Notification to Correspondent Accountholders

A covered financial institution must notify its correspondent accountholders that the account may not be used
to provide the Specified Banks with access to the covered financial institution. The purpose of the notice
requirement is to help ensure that the Specified Banks are denied access to the United States financial
system, as well as to increase awareness within the international financial community of the risks and
deficiencies of the Specified Banks. However, the final rules emphasize that FinCEN is not requiring or
expecting financial institutions to obtain a certification from their correspondent accountholders that indirect
use will not be provided.

Although FinCEN makes clear that covered financial institutions have flexibility in choosing their method of
notification, sample notification language which may be used for this purpose is provided, as follows:

“ Notice: Pursuant to U.S. regulations issued under section 311 of the USA PATRIOT Act, 31 CFR
103.192, we are prohibited from opening or maintaining a correspondent account for, or on behalf
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of, [the Specified Banks]. The regulations also require us to notify you that your correspondent
account with our financial institution may not be used to provide [the Specified Banks] with access
to our financial institution. If we become aware that [the Specified Banks] are indirectly using the
correspondent account you hold at our financial institution, we will be required to take appropriate steps
to prevent such access, including terminating your account.”

Methods of compliance with the notice requirement could include, for example, transmitting a one-time
notice by mail, fax, or e-mail, or including such information in the next regularly occurring transmittal from
the covered financial institution to its correspondent accountholders. Each covered financial institution
must document its compliance with the requirement that it notify its correspondent accountholders that the
accounts may not be used to provide the Specified Banks with access to the covered financial institution.

2) Identification of Indirect Use

A covered financial institution must take reasonable steps in order to identify any indirect use of its
correspondent accounts by the Specified Banks, to the extent that such indirect use can be determined
from transactional records maintained by the covered financial institution in the normal course of business.
A covered financial institution must take a risk-based approach when deciding what, if any, additional due
diligence measures it should adopt to guard against the indirect use of correspondent accounts by the
Specified Banks, based on risk factors such as the type of services offered by, and geographic locations of,
its correspondents. Unlike the duties imposed under the one-time notification requirement, covered financial
institutions have an ongoing obligation to take reasonable steps to identify all correspondent account services
they may directly or indirectly provide to the Specified Banks.

Member organizations are urged to consult the following links for further details:

www.fincen.gov/vef_final_rule_070706.pdf (for additional information regarding the final rule issued against
VEF Banka and its subsidiaries); and

www.fincen.gov/noticeoffinalrule03152006.pdf (for additional information regarding the final rule issued
against the Commercial Bank of Syria and its subsidiary, Syrian Lebanese Commercial Bank); and

http://www.fincen.gov/reg_section311.html (for information on all special measures issued by FinCEN).

Questions regarding this Information Memo may be directed to Stephen Kasprzak (NYSE) at 212-656-5226
or Brant K. Brown (NASD) at 202-728-6927.

___________________________

Michael G. Rufino

Senior Vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  The rule was issued pursuant to the authority contained in 31 U.S.C. 5318A of the Bank Secrecy Act.
Section 311 of the USA PATRIOT Act added section 5318A to the Bank Secrecy Act, and granted the
Secretary of the Treasury the authority, after finding that reasonable grounds exist for concluding that a
foreign jurisdiction, foreign financial institution, international class of transactions, or type of account is
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of "primary money laundering concern," to require domestic financial institutions and domestic financial
agencies to take certain "special measures" against the primary money laundering concern.

2  See 71 FR 39554 (July 13, 2006) available at www.fincen.gov/vef_final_rule_070706.pdf.
3  See 71 FR 13265 (March 15, 2006) available at www.fincen.gov/noticeoffinalrule03152006.pdf.
4  For purposes of these final rules, a "correspondent account" is defined as an account established to

receive deposits from, or make payments or other disbursements on behalf of, a foreign bank, or handle
other financial transactions related to the foreign bank (see 31 U.S.C. 5318A(e)(1)(B) as implemented in
31 C.F.R. 103.175(d)(1)(ii)).
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August 2, 2006

   ATTENTION: CHIEF EXECUTIVE OFFICER, FINANCIAL & OPERATIONS OFFICER, MANAGING
PARTNERS, CREDIT AND MARGIN DEPARTMENTS, COMPLIANCE AND LEGAL DEPARTMENTS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO RULES 431 AND 726 THAT EXPAND THE SCOPE OF ELIGIBLE
PRODUCTS FOR THE CUSTOMER PORTFOLIO MARGINING PILOT

Background

On July 14, 2005, the Securities and Exchange Commission (“SEC”) approved, 1   on a pilot basis expiring
July 31, 2007, amendments to NYSE Rule 431 (“Margin Requirements”) to permit the application of a
prescribed risk-based margin requirement, portfolio margin, to certain eligible products (including listed
broad-based securities index options, warrants, futures, futures options and related exchange traded

funds) as an alternative to strategy-based margin requirements. 2   Amendments to Rule 726 (“Delivery of
Options Disclosure Document and Prospectus”) were also approved requiring disclosure to, and written
acknowledgment from, customers in connection with the use of portfolio margin. These amendments are
collectively referred to herein as the Initial Pilot.

Current Amendments

On July 11, 2006, the SEC approved additional amendments 3   to NYSE Rule 431 that:

1) Expand the scope of products eligible for portfolio margining and cross-margining;

2) Conform customer disclosure requirements under Rule 726 to comply with this expansion; and

3) Modify certain net capital requirements in connection with the maintenance of portfolio margin accounts.

These amendments, which are effective immediately, are collectively referred to herein as the Expanded Pilot
(see Exhibit A).

Expansion of Eligible Products / Equity Requirement for Pilot Participants

The Expanded Pilot expands the scope of products eligible for portfolio margining and cross-margining to

include listed security futures 4   and listed single stock options. Further, the Expanded Pilot waives the $5
million equity requirement for customers of pilot participants who effect transactions solely in security futures
and listed single stock options.

Risk Disclosure Changes to Incorporate Expansion of Products

Pursuant to Rule 726, member organizations must furnish eligible pilot program participants with a special
written disclosure statement describing the nature of, and risks associated with, portfolio margining. Eligible
participants are required to sign and acknowledge that they have read and understand the disclosure
statement and agree to the terms of maintaining a portfolio margin account. The Expanded Pilot extends this
requirement to participants who effect transactions in listed security futures and listed single stock options.

Method of Margin Calculation
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The Initial Pilot established a methodology for calculating a customer's margin requirement by ”stressing”
a portfolio at ten equidistant intervals (valuation points) representing an assumed market movement, both
up and down, in the current market value of the underlying instrument. The range for non-high capitalization
indexes is between an assumed market value increase of 10% and decrease of 10%, and the range for high
capitalization indexes is an increase of 6% and a decrease of 8%. Gains and losses for each instrument in

the portfolio are netted at each calculation point to derive a potential portfolio wide net gain or loss. 5   The
Expanded Pilot broadens the products and their attendant valuation point range to an assumed market value
increase of 15% and a decrease of 15% for listed security futures and listed single stock options.

Margin Deficiency

The Initial Pilot required member organizations to deduct from net capital the amount of any portfolio margin
maintenance deficiency call not met by the close of business, 3 business days after trade date (T+3). The
Expanded Pilot requires member organizations to deduct from net capital the amount of any portfolio margin
maintenance deficiency call not met by the close of business, 1 business day after trade date (T+1). In
addition, member organizations are not permitted to deduct any portfolio margin maintenance call from net
capital in lieu of collecting the required margin from the customer.

Approval to Participate in the Expanded Pilot

Unlike the Initial Pilot, member organizations seeking to participate in the Expanded Pilot must provide
written notification and receive approval from the Exchange prior to engaging in portfolio margining or

cross-margining. 6   In this regard, member organizations are expected to establish written procedures
for monitoring the risks associated with portfolio margin and cross-margin accounts. Such procedures
must incorporate a methodology for assessing any potential risk to the member organization's capital. The
procedures must be fully documented and should address, at minimum, the following:

• Opening of portfolio margin accounts;

• The profile of customers who will be eligible for portfolio margining, including the initial approval
process to be applied by the firm;

• A description of minimum equity requirements for each customer;

• The determination, review and approval of credit limits for each customer and across all customers;

• A description of any internal model used to determine risk in individual customer accounts, including
the documentation for such model;

• A description of correlation assumptions included in any internal models used for assessing the
adequacy of margin in a customer's account;

• A description of the stress testing methodologies applied to the accounts, the frequency of such
testing and the results of the most recent stress test;

• Monitoring of accounts to ensure that the account contains a portfolio of hedged instruments;

• Identification of security concentrations within an account;

• Identification of concentrations across customer accounts;

• Intraday monitoring of credit exposure in customer accounts;

• Monitoring of day trading requirements;

• Monitoring of limitation on credit extended on portfolio margin accounts to 1,000 percent of the
member organization's net capital;

• A description of the process for obtaining the TIMS theoretical valuation points and the process used
to compute margin requirements in individual customer accounts;
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• A description of house margin requirements if they differ from the TIMS requirement;

• A description of exception reports that will be utilized to monitor margin exposure;

• A description of the escalation procedures to alert senior management of unusual risks; and

• The review and testing of the risk analysis procedures by an independent party (e.g., internal audit,
external auditors, etc.).

Member organizations seeking approval to participate in the Expanded Pilot for the establishment of portfolio
margin accounts must submit all relevant supporting documentation to their NYSE Finance Coordinator. Such
documentation must be accompanied by an organization chart identifying those persons primarily responsible
for portfolio margin risk management and the person or persons to whom they report.

Any questions regarding this Information Memo may be directed to Albert Lucks at 212-656-5782, Steve
Yannolo at 212-656-2274, or your Finance Coordinator.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Attachments

Exhibit A

Additions underscored

Deletions [bracketed]

Amendments to Rule 431

Rule 431. (a) through (f) unchanged.

Portfolio Margin and Cross-Margin [for Index Options]

(g) As an alternative to the [“strategy” based] “strategy-based” margin requirements set forth in sections
[paragraphs] (a) through (f) of this Rule, member organizations may elect to apply the portfolio margin
requirements set forth in this section (g) to [margin for] 1) listed, broad-based U.S. index options, index

warrants and underlying instruments and 2) listed security futures contracts 1   and listed single stock options,
(See section (g)(6)(C)(1)). [(as defined below ) in accordance with the portfolio margin requirements set forth
in this Rule.]

In addition, member organizations, provided they are a Futures Commission Merchant (“FCM”) and are
either a clearing member of a futures clearing organization or have an affiliate that is a clearing member
of a futures clearing organization, are permitted under this section (g) to combine an eligible participant's
[a customer's] related instruments [(] as defined in section (g)(2)(C), [below) and] with listed, broad-based
U.S. index options, index warrants and underlying instruments and compute a margin requirement for such
combined products [(“cross margin”)] on a portfolio margin basis[.] (“cross-margin”). Member organizations
must confine cross-margin positions to a portfolio margin account dedicated exclusively to cross-margining.

The portfolio margin and cross-margining provisions of this Rule shall not apply to Individual Retirement
Accounts (“IRAs”).

(1) Member organizations must [will be expected to] monitor the risk of portfolio margin accounts and
maintain a written risk analysis methodology for assessing the potential risk to the member organization's
capital over a specified range of possible market movements of positions maintained in such accounts. The
risk analysis methodology_shall specify the computations to be made, the frequency of computations, the
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records to be reviewed and maintained, and the person(s) [position(s)] within the organization responsible
for the risk function. This risk analysis methodology shall be made available to the Exchange upon request.
In performing the risk analysis of portfolio margin accounts required by this Rule, each member organization
shall include the following in the written risk analysis methodology:

(A) Procedures and guidelines for the determination, review and approval of credit limits to each
eligible participant, [customer,] and across all eligible participants, [customers,] utilizing a portfolio
margin account.

(B) Procedures and guidelines for monitoring credit risk exposure to the member organization,
including intra-day credit risk, related to portfolio margin accounts.

(C) Procedures and guidelines for the use of stress testing of portfolio margin accounts in order to
monitor market risk exposure from individual accounts and in the aggregate.

(D) Procedures providing for the regular review and testing of these risk analysis procedures by an
independent unit such as internal audit or other comparable group.

(2) Definitions.— For purposes of this section [paragraph] (g), the following terms shall have the meanings
specified below:

(A) The term “listed option” [shall] mean s any option traded on a registered national securities
exchange or automated facility of a registered national securities association.

(B) [(F)] The term “underlying instrument” means long and short positions in an exchange traded fund
or other fund product registered under the Investment Company Act of 1940, that holds the same
securities, and in the same proportion, as contained in a broad-based index on which options are listed.
The term “underlying instrument ” shall not be deemed to include[,] futures contracts, options on futures
contracts, underlying stock baskets, or unlisted instruments.

(C) [(E]) The term “related instrument” within an option class or product group means futures contracts
and options on futures contracts covering the same underlying instrument.

(D) [(B)] The term “options class” refers to all options contracts covering the same underlying
instrument.

(E) [(C)] The term “portfolio” means any eligible product, as defined in section (g)(6)(C)(1), [options of
the same options class] grouped with their underlying instruments and related instruments.

(F) [(D)] The term “option series” relates to listed options and means all option contracts of the same
type (either a call or a put) and exercise style, covering the same underlying instrument with the same
exercise price, expiration date, and number of underlying units.

(G) The term “product group” means two or more portfolios of the same type (see table in section [sub-
paragraph] (g)(2) [(H)] (I) below) for which it has been determined by Rule 15c3-1a under the Securities
Exchange Act of 1934 that a percentage of offsetting profits may be applied to losses at the same
valuation point.

(H) For purposes of portfolio margin and cross-margin the term “equity”, as defined in section (a)(4) of
this Rule, includes the market value of any long or short option positions held in an eligible participant's
account.

(I) [(H)] The term “theoretical gains and losses” means the gain and loss in the value of individual
eligible products [option series] and related instruments at 10 equidistant intervals (valuation points)
ranging from an assumed movement (both up and down) in the current market value of the underlying
instrument. The magnitude of the valuation point range shall be as follows:

 

Portfolio Type Up / Down Market Move
(High & Low Valuation Points)

 

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

695

http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE15c3-1a/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE15c3-1a/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


Listed Security Futures Contract and Listed
Single Stock Option

+/− 15%

 

Non-High Capitalization, Broad-based U.S.
Market Index Option 2

+/− 10%
 

High Capitalization, Broad-based U.S. Market
Index Option 3

+6% / −8%
 

2In accordance with section [sub-paragraph] (b)(1)(i)(B) of Rule 15c3-1a (Appendix A to Rule
15c3-1) under the Securities Exchange Act of 1934, 17 CFR 240.15c3-1a(b)(1)(i)(B).
3See footnote above.

(3) Approved Theoretical Pricing Models.—Theoretical pricing models must be approved by a Designated
Examining Authority and reviewed by the Securities and Exchange Commission (“The Commission”) in order
to qualify. Currently, the theoretical model utilized by [The] the Options Clearing Corporation (“[The] OCC”)
[,] is the only model qualified pursuant to [The] the Commission's Net Capital Rule. All member organizations
[participating in the pilot program] shall obtain their theoretical values from [The] the OCC.

(4) Eligible Participants.—The application of the portfolio margin provisions of this section [paragraph] (g),
including cross-margining, is limited to the following:

(A) any broker or dealer registered pursuant to Section 15 of the Securities Exchange Act of 1934;

(B) any member of a national futures exchange to the extent that listed index options hedge the
member's index futures; and

(C) any other person or entity not included in sections (g)(4)(A) and [through] (g)(4)(B) above that
has or establishes, and maintains, equity of at least five [5] million dollars. For purposes of this equity
requirement, all securities and futures accounts carried by the member organization for the same
eligible participant [customer] may be combined provided ownership across the accounts is identical.
A guarantee pursuant to section [paragraph] (f)(4) of this Rule is not permitted for purposes of the
minimum equity requirement. For those accounts that are solely limited to listed security futures
contracts and listed single stock options, the five million dollar equity requirement shall be waived.

(5) Opening of Accounts.

(A) Member organizations must notify and receive approval from the Exchange prior to establishing a
portfolio margin or cross-margin methodology for eligible participants.

(B) [(A)] Only eligible participants [customers] that have been approved for options transactions and
approved to engage in uncovered short option contracts pursuant to Exchange Rule 721, are permitted
to utilize a portfolio margin account.

(C) [(B)] On or before the date of the initial transaction in a portfolio margin account, a member
organization shall:

(1) [(i)] furnish the eligible participant [customer] with a special written disclosure statement
describing the nature and risks of portfolio margining and cross-margining which includes
an acknowledgement for all portfolio margin account owners to sign, and an additional
acknowledgement for owners that also engage in cross-margining to sign, attesting that they
have read and understood the disclosure statement, and agree to the terms under which a
portfolio margin account and the cross-margin account respectively, are provided (see Exchange
Rule 726 (d)), and

(2) [(ii)] obtain the signed acknowledgement(s) noted above from the eligible participant
[customer] (both of which are required for cross-margining eligible participants [customers]) and
record the date of receipt.

(6) Establishing Account and Eligible Positions
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(A) [(1)] Portfolio Margin Account. For purposes of applying the portfolio margin requirements
[provided] prescribed in this [paragraph] section (g), member organizations are to establish and utilize a
specific securities margin account, or sub-account of a margin account, clearly identified as a portfolio
margin account that is separate from any other securities account carried for an eligible participant [a
customer].

(B) [(2)] Cross-Margin Account. For purposes of combining related instruments [and] with listed, broad-
based U.S. index options, index warrants, and underlying instruments, and applying the portfolio
margin requirements, member[s] organizations are to establish [and utilize a portfolio margin account,
clearly identified as] a cross-margin account [,] that is separate from any other securities account or
portfolio margin account carried for an eligible participant. [a customer.]

A margin deficit in either the portfolio margin account or the cross-margin account of an eligible
participant [a customer] may not be considered as satisfied by excess equity in the other account.
Funds and/or securities must be transferred to the deficient account and a written record created and
maintained.

(C) [(A)] Portfolio Margin Account - Eligible [Positions] Products

(1) For eligible participants as described in sections (g)(4)(A) through (g)(4)(C), [(i) A] a
transaction in, or transfer of, [a listed, broad-based U.S. index option or index warrant] an eligible
product may be effected in the portfolio margin account. Eligible products under this section
consist of:

(i) a listed, broad-based U.S. index option or index warrant and underlying instrument.

(ii) a listed security futures contract or listed single stock option.

(2) [(ii)] A transaction in, or transfer of, an underlying instrument may be effected in the portfolio
margin account provided a position in an offsetting listed, broad-based U.S. index option or index
warrant is in the account or is established in the account on the same day.

(3) A transaction in, or transfer of, a listed security futures contract or listed single stock option
may also be effected in the portfolio margin account.

(4) Any long position or any short position in any eligible product that is no longer part of a hedge
strategy must be transferred from the portfolio margin account to the appropriate securities
account within ten business days, subject to any applicable margin requirement, unless the
position becomes part of a hedge strategy again. Member organizations must monitor portfolio
margin accounts for possible abuse of this provision.

[(iii) If, in the portfolio margin account, the listed, broad-based U.S. index option or index warrant
position offsetting an underlying instrument position ceases to exist and is not replaced within
ten business days, the underlying instrument position must be transferred to a regular margin
account, subject to initial Regulation T and margined according to the other provisions of this
Rule. Member organizations will be expected to monitor portfolio margin accounts for possible
abuse of this provision.

(iv) In the event that fully paid for long options and/or index warrants_are the only positions
contained within a portfolio margin account, such long positions must be transferred to a
securities account other than a portfolio margin account or cross-margin account within 10
business days, subject to the margin required, unless the status of the account changes such
that it is no longer composed solely of fully paid for long options and/or index warrants.]

(D)[(B)] Cross-Margin Account - Eligible [Positions] Products

(1) For eligible participants, as described in sections (g)(4)(A) through (g)(4)(C) , a transaction in,
or transfer of, an eligible product may be effected in the cross-margin account.
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(2) [(i)] A transaction in, or transfer of, a related instrument may be effected in the cross -margin
account provided a position in an offsetting eligible product [listed, U.S. broad-based index
option, index warrant or underlying instrument] is in the account or is established in the account
on the same day.

(3) Any long position or any short position in any eligible product that is no longer part of a hedge
strategy must be transferred from the cross-margin account to the appropriate securities account
or futures account within ten business days, subject to any applicable margin requirement,
unless the position becomes part of a hedge strategy again. Member organizations must monitor
cross-margin accounts for possible abuse of this provision.

[(ii) If the listed, U.S. broad-based index option, index warrant or underlying instrument position
offsetting a related instrument ceases to exist and is not replaced within ten business days, the
related instrument position must be transferred to a futures account and margined accordingly.
Member organizations will be expected to monitor cross-margin accounts for possible abuse of
this provision.

(iii) In the event that fully paid for long options and/or index warrants (securities) are the only
positions contained within a cross-margin account, such long positions must be transferred to
a securities account other than a portfolio margin account or cross margin account within 10
business days, subject to the margin required, unless the status of the account changes such
that it is no longer composed solely of fully paid for long options and/or index warrants.]

(7) Initial and Maintenance Margin Required.—The amount of margin required under this section [paragraph]
(g) for each portfolio shall be the greater of:

(A) the amount for any of the 10 equidistant valuation points representing the largest theoretical loss as
calculated pursuant to section[paragraph] (g)(8) below, or

(B) $.375 for each contract [listed index option] and related instrument multiplied by the contract's or
instrument's multiplier, not to exceed the market value in the case of long positions in eligible products. [listed
options and options on futures contracts.]

(C) Account guarantees pursuant to section [paragraph] (f)(4) of this Rule are not permitted for purposes of
meeting initial and maintenance margin requirements.

(8) Method of Calculation.

(A) Long and short contracts, [positions in listed options,] including underlying instruments and related
instruments , are to be grouped [by option class; each option class group being] as a “portfolio .”[.] Each
portfolio is categorized as one of the portfolio types specified in section [sub-paragraph] (g)(2) (I)[(H)] above.

(B) For each portfolio, theoretical gains and losses are calculated for each position as specified in section
[sub-paragraph] (g)(2) (I) [(H)] above. For purposes of determining the theoretical gains and losses at each
valuation point, member organizations shall obtain and utilize the theoretical value s of eligible products as
described in this section [a listed index option, underlying instrument or related instrument] rendered by an
approved [a] theoretical pricing model . [that, in accordance with sub-paragraph (b)(1)(i)(B) of Rule 15c3-1a
under the Securities Exchange Act of 1934, qualifies for purposes of determining the amount to be deducted
in computing net capital under a portfolio based methodology.]

(C) Offsets. Within each portfolio, theoretical gains and losses may be netted fully at each valuation point.

Offsets between portfolios within eligible product groups, as described in section (g)(2)(I), [the High
Capitalization, Broad-based Index Option product group and the Non-High Capitalization, Broad-based Index
Option product group] may then be applied as permitted by Rule 15c3-1a under the Securities Exchange Act
of 1934.

(D) After applying the [Offsets] offsets above, the sum of the greatest loss from each portfolio is computed to
arrive at the total margin required for the account (subject to the per contract minimum).
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(9) Portfolio Margin Minimum Equity Call [Equity Deficiency .—]

(A) If, at any time, the equity in the portfolio margin or cross-margin account of an eligible participant, as
described in section (g)(4)(C), declines below the [5] five million dollar minimum equity required , [under sub-
paragraph (4)(D) of this paragraph (g)] and is not restored to at least [5] five million dollars within three [(3)]
business days (T+3) by a deposit of funds and/or securities , [;] member organizations are prohibited from
accepting opening orders starting on T+4, except that opening orders entered for the purpose of hedging
existing positions may be accepted if the result would be to lower margin requirements. This prohibition
shall remain in effect until equity of five [5] million dollars is established. For those accounts that are solely
limited to security futures contracts and single stock options, the five million dollar equity requirement shall be
waived.

(B) Member organizations will not be permitted to deduct any portfolio margin minimum equity call amount
from Net Capital in lieu of collecting the minimum equity required.

(10) [(11)] Portfolio Margin Maintenance Call [Additional Margin .—]

(A) If at any time, the equity in the [any] portfolio margin or cross-margin account of an eligible participant,
as described in sections (g)(4)(A) through (g)(4)(C), is less than the margin required, the eligible  participant
[customer] may deposit additional margin or establish a hedge to meet the margin requirement within
[one] three business day s [(T+1)] (T+3). During the three business day period, member organizations are
prohibited from accepting opening orders, except that opening orders entered for the purpose of hedging
existing positions may be accepted if the result would be to lower margin requirements. In the event an
eligible participant [a customer] fails to hedge existing positions or deposit additional margin within [one] three
business day s, the member organization must liquidate positions in an amount sufficient to, at a minimum,
lower the total margin required to an amount less than or equal to the account equity. [Paragraph (f)(7) of
this Rule - Practice of Meeting Regulation T Margin Calls by Liquidation Prohibited shall not apply to portfolio
margin accounts. However, member organizations will be expected to monitor portfolio margin and cross-
margin accounts for possible abuse of this provision.]

(B) If the portfolio margin maintenance call is not met by the close of business T+1, member organizations will
be required to deduct from Net Capital the amount of the call until such time the call is satisfied.

(C) Member organizations will not be permitted to deduct any portfolio margin maintenance call amount from
Net Capital in lieu of collecting the margin required.

(11) [(10)] Determination of Value for Margin Purposes.—For the purposes of this section [paragraph] (g),
all eligible products [listed index options] and related instrument positions shall be valued at current market
prices. Account equity for the purposes of this section [paragraph] (g) shall be calculated separately for
each portfolio margin or cross-margin account . [by adding the current market value of all long positions,
subtracting the current market value of all short positions, and adding the credit (or subtracting the debit)
balance in the account.]

(12) Net Capital Treatment of Portfolio Margin and Cross -Margin Accounts.

(A) No member organization that requires margin in any eligible participant [customer] account pursuant to
section [paragraph] (g) of this Rule shall permit [gross] the aggregate eligible participant [customer] portfolio
margin and cross-margin initial and maintenance requirements to exceed [1,000 percent] ten times [of] its net
capital for any period exceeding three business days. The member organization shall, beginning on the fourth
business day, cease opening new portfolio margin and cross-margin accounts until compliance is achieved.

(B) If, at any time, a member organization's [gross] aggregate eligible participant [customer] portfolio margin
and cross-margin requirements exceed [1,000 percent] ten times [of] its net capital, the member organization
shall immediately transmit telegraphic or facsimile notice of such deficiency to the principal office of the
Securities and Exchange Commission in Washington, D.C., [450 Fifth Street NW, Washington, DC, 20549;
to] the district or regional office of the Securities and Exchange Commission for the district or region in which
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the member organization maintains its principal place of business; and to the New York Stock Exchange. [its
Designated Examining Authority.]

(13) Day Trading Requirements.—The requirements of section [sub-paragraph] (f)(8)(B) of this Rule - Day-
Trading shall not apply to portfolio margin accounts or [including] cross -margin accounts.

(14) Cross -Margin Accounts - Requirements to Liquidate

(A) A member is required immediately either to liquidate, or transfer to another broker-dealer eligible to carry
cross-margin accounts, all eligible participant [customer] cross- margin accounts that contain positions eligible
for cross-margining [in futures and/or options on futures] if the member is:

(1) [(i)] insolvent as defined in section 101 of title 11 of the United

States Code, or is unable to meet its obligations as they mature;

(2) [(ii)] the subject of a proceeding pending in any court or before any agency of the United States or
any State in which a receiver, trustee, or liquidator for such debtor has been appointed;

(3) [(iii)] not in compliance with applicable requirements under the Securities Exchange Act of 1934 or
rules of the Securities and Exchange Commission or any self-regulatory organization with respect to
financial responsibility or hypothecation of eligible participant's [customer's] securities; or

(4) [(iv)] unable to make such computations as may be necessary to establish compliance with such
financial responsibility or hypothecation rules.

(B) Nothing in this section [paragraph] (14) shall be construed as limiting or restricting in any way the exercise
of any right of a registered clearing agency to liquidate or cause the liquidation of positions in accordance with
its by-laws and rules.

* * * *

Amendments to Rule 726

Additions underscored

Deletions [bracketed]

Rule 726 (a) through (c) unchanged.

Portfolio Margining and Cross-Margining Disclosure Statement and Acknowledgement

(d) The special written disclosure statement describing the nature and risks of portfolio margining and cross-
margining, and acknowledgement for  an eligible participant [customer] signature, required by Rule 431(g)(5)
(B) shall be in a format prescribed by the Exchange or in a format developed by the member organization,
provided it contains substantially similar information as in the prescribed Exchange format and has received
the prior written approval of the Exchange.

Sample Portfolio Margining and Cross-Margining Risk Disclosure
Statement to Satisfy Requirements of Exchange Rule 431(g)

OVERVIEW OF PORTFOLIO MARGINING

1. Portfolio margining is a margin methodology that sets margin requirements for an account based on
the greatest projected net loss of all positions in a “product class” or “product group” as determined by an
options pricing model using multiple pricing scenarios. These pricing scenarios are designed to measure
the theoretical loss of the positions given changes in both the underlying price and implied volatility inputs to
the model. Portfolio margining is currently limited to product classes and groups of index products relating to
listed,broad-based market indexes , listed security futures contracts and listed single stock options.
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2. The goal of portfolio margining is to set levels of margin that more precisely reflects actual net risk. The
eligible participant [customer] benefits from portfolio margining in that margin requirements calculated on net
risk are generally lower than alternative “position” or “strategy” based methodologies for determining margin
requirements. Lower margin requirements allow the customer more leverage in an account.

CUSTOMERS ELIGIBLE FOR PORTFOLIO MARGINING

3. To be eligible for portfolio margining, customers (other than broker-dealers) must meet the basic standards
for having an options account that is approved for uncovered writing and must have and maintain at all times
account net equity of not less than [$5] five million dollars, aggregated across all accounts under identical
ownership at the clearing broker. [The] This identical ownership requirement excludes accounts held by
the same customer in different capacities (e.g., as a trustee and as an individual) and accounts_ where
ownership is overlapping but not identical (e.g., individual accounts and joint accounts). For those accounts
that are solely limited to listed security futures contracts and listed single stock options, the five million dollar
equity requirement shall be waived.

POSITIONS ELIGIBLE FOR A PORTFOLIO MARGIN ACCOUNT

4. All positions in listed security futures contracts, listed single stock options, listed, broad-based U.S. market
index options [and] or index warrants , [listed on a national securities exchange, and] exchange traded funds
and other products registered under the Investment Company Act of 1940 that are managed to track the
same index that underlies permitted index options, are eligible for a portfolio margin account.

SPECIAL RULES FOR PORTFOLIO MARGIN ACCOUNTS

5. A portfolio margin account may be either a separate account or a sub-account of a customer's standard
[regular] margin account. In the case of a sub-account, equity in the standard [regular] account will be
available to satisfy any margin requirement in the portfolio margin sub-account without transfer to the sub-
account.

6. A portfolio margin account or sub-account will be subject to a minimum margin requirement of $.375
multiplied by the contract's [index] multiplier for every contract [option contract or index warrant] carried long
or short in the account. No minimum margin is required in the case of eligible exchange traded funds or other
eligible fund products.

7. Margin calls in the portfolio margin account or sub-account, regardless of whether due to new
commitments or the effect of adverse market [moves] movements on existing positions, must be met
within [one] three business day s. Any shortfall in aggregate net equity across accounts must be met within
three business days. Failure to meet a portfolio margin maintenance call when due will result in immediate
liquidation of positions to the extent necessary to reduce the margin requirement. Failure to meet [an] a
minimum equity call prior to the end of the third business day will result in a prohibition on entering any
opening orders, with the exception of opening orders that hedge existing positions, beginning on the fourth
business day and continuing until such time as the minimum equity requirement is satisfied.

8. A position in an exchange traded index fund or other eligible fund product may not be established in a
portfolio margin account unless there exists, or there is established on the same day, an offsetting position
in securities options, or other eligible securities. The position(s) [Exchange traded index funds and /or other
eligible funds] will be transferred out of the portfolio margin account and into a standard [regular] securities
account subject to any applicable margin requirement [initial Regulation T and NYSE Rule 431 margin] if
the offsetting securities options, other eligible securities and/or related instruments no longer remain in the
account for ten business days.

9. When a broker-dealer carries a standard [regular] cash account or margin account for a customer, the
broker-dealer is limited by rules of the Securities and Exchange Commission and of The Options Clearing
Corporation (“OCC”) to the extent to which the broker-dealer may permit OCC to have a lien against long
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option positions in those accounts. In contrast, OCC will have a lien against all long option positions that are
carried by a broker-dealer in a portfolio margin account, and this could, under certain circumstances, result
in greater losses to a customer having long option positions in such an account in the event of the insolvency
of the customer's broker. Accordingly, to the extent that a customer does not borrow against long option
positions in a portfolio margin account or have margin requirements in the account against which the long
option can be credited, there is no advantage to carrying the long options in a portfolio margin account and
the customer should consider carrying them in an account other than a portfolio margin account.

SPECIAL RISKS OF PORTFOLIO MARGIN ACCOUNTS

10. Portfolio margining generally permits greater leverage in an account, and greater leverage creates greater
losses in the event of adverse market movements.

11. Because the time limit for meeting margin calls is shorter than in a standard [regular] margin account,
there is increased risk that a customer's portfolio margin account will be liquidated involuntarily, possibly
causing losses to the customer.

12. Because portfolio margin requirements are determined using sophisticated mathematical calculations and
theoretical values that must be calculated from market data, it may be more difficult for customers to predict
the size of future margin calls in a portfolio margin account. This is particularly true in the case of customers
who do not have access to specialized software necessary to make such calculations or who do not receive
theoretical values calculated and distributed periodically by The Options Clearing Corporation.

13. For the reasons noted above, a customer that carries long options positions in a portfolio margin account
could, under certain circumstances, be less likely to recover the full value of those positions in the event of
the insolvency of the carrying broker.

14. Trading of securities index products in a portfolio margin account is generally subject to all the risks
of trading those same products in a standard [regular] securities margin account. Customers should be
thoroughly familiar with the risk disclosure materials applicable to those products, including the booklet
entitled “Characteristics and Risks of Standardized Options ”.

15. Customers should consult with their tax advisers to be certain that they are familiar with the tax treatment
of transactions in securities options [index] and futures products.

16. The descriptions in this disclosure statement relating to eligibility requirements for portfolio margin
accounts, and minimum equity and margin requirements for those accounts, are minimums imposed under
Exchange rules. Time frames within which margin and equity calls must be met are maximums imposed
under Exchange rules. Broker-dealers may impose their own more stringent requirements.

OVERVIEW OF CROSS-MARGINING

17. In a cross-margin account, [With cross-margining,] index futures , [and] options on index futures are
combined with offsetting positions in securities index options and underlying instruments, for the purpose of
computing a margin requirement based on the net risk. This generally produces lower margin requirements

than if the related instruments 4   and securities products are viewed separately, thus providing more leverage
in the account.

18. Cross-margining must be effected[done] in a portfolio margin account type. A separate portfolio margin
account must be established exclusively for cross-margining.

19 . Cross-margining is achieved when [When] index futures and options on futures are combined with
offsetting positions in index options and underlying instruments in a dedicated account, and a portfolio
margining methodology is applied to them . [, cross-margining is achieved.]

CUSTOMERS ELIGIBLE FOR CROSS-MARGINING
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20. The eligibility requirements for cross-margining are generally the same as for portfolio margining . [,]
Accordingly, [and] any customer eligible for portfolio margining is eligible for cross-margining.

21. Members of futures exchanges on which cross-margining eligible index contracts are traded are also
permitted to carry positions in cross-margin accounts without regard to the minimum aggregate account
equity.

POSITIONS ELIGIBLE FOR CROSS-MARGINING

22. All securities products eligible for portfolio margining are also eligible for cross-margining.

23. All broad-based U.S. listed market index futures and options on index futures traded on a designated
contract market subject to the jurisdiction of the Commodity Futures Trading Commission (“CFTC”) are
eligible for cross-margining.

SPECIAL RULES FOR CROSS-MARGINING

24. Cross-margining must be conducted in a portfolio margin account type. A separate portfolio margin
account must be established exclusively for cross-margining. A cross -margin account is a securities account,
and must be maintained separate ly from all other securities account.

25. Cross-margining is automatically accomplished with the portfolio margining methodology. Cross-margin
positions are subject to the same minimum margin requirement for every contract, including futures contracts.

26. Margin calls arising in a cross-margin account, and any shortfall in aggregate net equity across accounts,
must be satisfied within the same timeframe, and subject to the same consequences, as in a portfolio margin
account.

27. A position in a futures product may not be established in a cross-margin account unless there exists,
or there is established on the same day, an offsetting position in securities options and/or other eligible
securities. Related instruments will be transferred out of the cross -margin account and into a futures account
if, for more than ten business days and for any reason, the offsetting securities options and/or other eligible
securities no longer remain in the account. If the transfer of related instruments to a futures account causes
the futures account to be undermargined, a margin call will be issued or positions will be liquidated to the
extent necessary to eliminate the deficit.

28. Customers participating in cross-margining will be required to sign an agreement acknowledging that their
positions and property in the cross-margin account will be subject to the customer protection provisions of
Rule 15c3-3 under the Securities Exchange Act of 1934 and the Securities Investor Protection Act, and will
not be subject to the provisions of the Commodity Exchange Act, including segregation of funds.

29. According to the rules of the exchanges, a broker dealer is required to immediately liquidate[,] or, if
feasible, transfer to another broker-dealer eligible to carry cross-margin accounts, all customer cross-margin
accounts that contain positions in futures and/or options on futures in the event that the carrying broker-dealer
becomes insolvent.

30. In signing the agreement referred to in paragraph 28 above, a customer also acknowledges that a cross-
margin account that contains positions in futures and /or options on futures will be immediately liquidated, or,
if feasible, transferred to another broker-dealer eligible to carry cross-margin accounts, in the event that the
carrying broker-dealer becomes insolvent.

SPECIAL RISKS OF CROSS-MARGINING

31.Cross-margining must be conducted in a portfolio margin account type. Generally, cross-margining and
the portfolio margining methodology both contribute to provide greater leverage than a standard [regular]
margin account, and greater leverage creates greater losses in the event of adverse market movements.
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32. Since cross-margining must be conducted in a portfolio margin account type, the time required for
meeting margin calls is shorter than in a standard [regular] securities margin account and may be shorter than
the time ordinarily required by a futures commission merchant for meeting margin calls in a futures account.
Consequently, there is increased risk that a customer's cross-margin positions will be liquidated involuntarily,
causing possible loss to the customer.

33. As noted above, cross -margin accounts are securities accounts and are subject to the customer
protections set-forth in Rule 15c3-3 under the Securities Exchange Act of 1934 and the Securities Investor
Protection Act. Cross-margin positions are not subject to the customer protection rules under the segregation
provisions of the Commodity Exchange Act and the rules of the CFTC adopted pursuant to the Commodity
Exchange Act.

34. Trading of index options and futures contracts in a cross-margin account is generally subject to all the
risks of trading those same products in a futures account or a standard [regular] securities margin account.
Customers should be thoroughly familiar with the risk disclosure materials applicable to those products,
including the booklet entitled Characteristics and Risks of Standardized Options and the risk disclosure
document required by the CFTC to be delivered to futures customers. Because this disclosure statement
does not disclose the risks and other significant aspects of trading in futures and options, customers should
review those materials carefully before trading in a cross-margin account.

35. Customers should bear in mind that the discrepancies in the cash flow characteristics of futures and
certain options are still present even when those products are carried together in a cross -margin account.
Both futures and options contracts are generally marked to the market at least once each business day,
but the marks may take place with different frequency and at different times within the day. When a futures
contract is marked to the market, the gain or loss is immediately credited to or debited from[, respectively,]
the customer's account in cash. While an increase in the value of a long option contract may increase the
equity in the account, the gain is not realized until the option is sold or exercised. Accordingly, a customer
may be required to deposit cash in the account in order to meet a variation payment on a futures contract
even though the customer is in a hedged position and has experienced a corresponding (but yet unrealized)
gain on a long option. Alternatively, a customer who is in a hedged position and would otherwise be entitled to
receive a variation payment on a futures contract may find that the cash is required to be held in the account
as margin collateral on an offsetting option position.

36. Customers should consult with their tax advisers to be certain that they are familiar with the tax treatment
of transactions in index products, including tax consequences of trading strategies involving both futures and
option contracts.

37. The descriptions in this disclosure statement relating to eligibility requirements for cross-margining,
and minimum equity and margin requirements for cross margin accounts, are minimums imposed under
Exchange rules. Time frames within which margin and equity calls must be met are maximums imposed
under Exchange rules. The broker-dealer carrying a customer's portfolio margin account, including any cross-
margin account, may impose [its own] more stringent requirements.

* * * * *

Sample Portfolio Margining and Cross-Margining Acknowledgements

ACKNOWLEDGEMENT FOR CUSTOMERS UTILIZING A PORTFOLIO
MARGIN ACCOUNT —CROSS-MARGINING AND NON-CROSS-MARGINING—

Rule 15c3-3 under the Securities Exchange Act of 1934 requires that a broker or dealer promptly obtain and
maintain physical possession or control of all fully-paid securities and excess margin securities of a customer.
Fully-paid securities are securities carried in a cash account and margin equity securities carried in a margin
or special account (other than a cash account) that have been fully paid for. Excess margin securities are
a customer's margin securities having a market value in excess of 140% of the total of the debit balances
in the customer's non-cash accounts. For the purposes of Rule 15c3-3, securities held subject to a lien to

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

704

http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE15c3-3/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE15c3-3/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE15c3-3/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


secure obligations of the broker-dealer are not within the broker-dealer's physical possession or control. The
Commission staff has taken the position that all long option positions in a customer's portfolio[-]margining
account (including any cross-margin account) may be subject to such a lien by OCC and will not be deemed
fully-paid or excess margin securities under Rule 15c3-3.

The hypothecation rules under the Securities Exchange Act of 1934 (Rules 8c-1 and 15c2-1)[,] prohibit
broker-dealers from permitting the hypothecation of customer securities in a manner that allows
those securities to be subject to any lien or liens in an amount that exceeds the customer's aggregate
indebtedness. However, all long option positions in a portfolio[-]margining account (including any cross-
margining account) will be subject to OCC's lien, including any positions that exceed the customer's
aggregate indebtedness. The Commission staff has taken a position that would [to] allow customers to
carry positions in portfolio[-]margining accounts[,] (including any cross-margining account) even when those
positions exceed the customer's aggregate indebtedness. Accordingly, within a portfolio margin account or
cross-margin account, to the extent that you have long option positions that do not operate to offset your
aggregate indebtedness and thereby reduce your margin requirement , you receive no benefit from carrying
those positions in your portfolio[-]margin account or cross-margin account and incur the additional risk of
OCC's lien on your long option position(s).

BY SIGNING BELOW THE CUSTOMER AFFIRMS THAT THE CUSTOMER HAS READ AND
UNDERSTOOD THE FOREGOING DISCLOSURE STATEMENT AND ACKNOWLEDGES AND AGREES
THAT LONG OPTION POSITIONS IN PORTFOLIO[-]MARGINING ACCOUNTS, AND CROSS-MARGINING
ACCOUNTS, WILL BE EXEMPTED FROM CERTAIN CUSTOMER PROTECTION RULES OF THE
SECURITIES AND EXCHANGE COMMISSION AS DESCRIBED ABOVE AND WILL BE SUBJECT TO A
LIEN BY THE OPTIONS CLEARING CORPORATION WITHOUT REGARD TO SUCH RULES.

CUSTOMER NAME: ___________________________________

BY: ____________________________________ DATE __________________

(Signature/title)

ACKNOWLEDGEMENT FOR CUSTOMERS ENGAGED IN CROSS-MARGINING

As disclosed above, futures contracts and other property carried in customer accounts with Futures
Commission Merchants (“FCM”) are normally subject to special protection afforded under the customer
segregation provisions of the Commodity Exchange Act (“CEA”) and the rules of the Commodity Futures
Trading Commission adopted pursuant to the CEA. These rules require that customer funds be segregated
from the accounts of financial intermediaries and be accounted for separately. However, they do not provide
for, and standard [regular] futures accounts do not enjoy the benefit of, insurance protecting customer
accounts against loss in the event of the insolvency of the intermediary carrying the accounts.

As discussed above, cross-margining must be conducted in a portfolio margin account, dedicated exclusively
to cross -margining and cross -margin accounts are not treated as a futures account with an FCM. Instead,
cross -margin accounts are treated as securities accounts carried with broker-dealers. As such, cross -margin
accounts are covered by Rule 15c3-3 under the Securities Exchange Act of 1934, which protects customer
accounts. Rule 15c3-3, among other things, requires a broker-dealer to maintain physical possession or
control of all fully-paid and excess margin securities and maintain a special reserve account for the benefit
of their customers. However, with regard to cross -margin accounts, there is an exception to the possession
or control requirement of Rule 15c3-3 that permits The Options Clearing Corporation to have a lien on
long positions. This exception is outlined in a separate acknowledgement form that must be signed prior to
or concurrent with this form. Additionally, the Securities Investor Protection Corporation (“SIPC”) insures
customer accounts against the financial insolvency of a broker-dealer in the amount of up to $500,000 to
protect against the loss of registered securities and cash maintained in the account for purchasing securities
or as proceeds from selling securities (although the limit on cash claims is $100,000). According to the rules
of the exchanges, a broker-dealer is required to immediately liquidate[,] or, if feasible, transfer to another
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broker-dealer eligible to carry cross-margin accounts, all customer cross -margin accounts that contain
positions in futures and/or options on futures in the event that the carrying broker-dealer becomes insolvent.

BY SIGNING BELOW THE CUSTOMER AFFIRMS THAT THE CUSTOMER HAS READ AND
UNDERSTOOD THE FOREGOING DISCLOSURE STATEMENT AND ACKNOWLEDGES AND AGREES
THAT: 1) POSITIONS AND PROPERTY IN CROSS-MARGINING ACCOUNTS, WILL NOT BE SUBJECT
TO THE CUSTOMER PROTECTION RULES UNDER THE CUSTOMER SEGREGATION PROVISIONS
OF THE COMMODITY EXCHANGE ACT AND THE RULES OF THE COMMODITY FUTURES TRADING
COMMISSION ADOPTED PURSUANT TO THE CEA AND 2) CROSS-MARGINING ACCOUNTS THAT
CONTAIN POSITIONS IN FUTURES AND/OR OPTIONS ON FUTURES WILL BE IMMEDIATELY
LIQUIDATED, OR IF FEASIBLE, TRANSFERRED TO ANOTHER BROKER-DEALER ELIGIBLE TO CARRY
CROSS-MARGIN ACCOUNTS IN THE EVENT THAT THE CARRYING BROKER-DEALER BECOMES
INSOLVENT.

CUSTOMER NAME: __________________________________

BY: ________________________________________ DATE: _________________

(Signature/title)

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Release No. 34-52031 (July 14, 2005) 70 FR 42130 (July 21, 2005) (SR-NYSE-2002-19. See also
NYSE Information Memo 05-56, dated August 18, 2005 for additional information.

2  Prior to these amendments, member organizations were subject exclusively to strategy or position-
based margin requirements which apply specific margin percentage requirements prescribed in Rule
431 to each security position and/or strategy, either long or short, held in a customer's account -
irrespective of whether changes in the price of a given security (e.g., an equity option) are proportionate
(in percentage terms) with changes in the price of the underlying security (e.g., the equity). When
utilizing a portfolio margin methodology offsets are fully realized, whereas under strategy or position-
based methodology, security positions and/or groups of security positions comprising a single strategy
are margined independently of each other and offsets between them do not efficiently impact the total
margin requirement.

3  See Release No. 34-54125 (July 11, 2006) 71 FR 40766 (July 18, 2006) (SR-NYSE- 2005-93).
4  For purposes of the Expanded Pilot, the term "security futures" utilizes the definition at Section 3(a)(55)

of the Securities Exchange Act of 1934 (the "Exchange Act") and thus excludes narrow-based security
indices.

5  The price range used for computing a portfolio margin requirement is the same as that required under
Appendix A of Rule 15c3-1a under the Exchange Act for computing deductions to a firm's net capital
for proprietary positions. Currently the only theoretical model qualified pursuant to Rule 15c3-1a under
the Exchange Act is the Theoretical Intermarket Margin System ("TIMS") model administered by The
Options Clearing Corporation ("OCC").

6  See Rule 431(g)(5)(A).
1  For purposes of this section of the Rule, the term "security future" utilizes the definition at section 3(a)

(55) of the Exchange Act ,excluding narrow-based security indices.
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4  For purposes of this Rule, the term "related instruments," within an option class or product means futures
contracts and options on futures contracts covering the same underlying instrument.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 06-56

Click to open document in a browser

August 2, 2006

   ATTENTION: CHIEF EXECUTIVE OFFICER, CHIEF FINANCIAL OFFICER, MANAGING PARTNERS,
LEGAL AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO RULES 104 AND 123E TO CHANGE THE CAPITAL REQUIREMENTS FOR
SPECIALIST ORGANIZATIONS

Introduction

On July 25, 2006, the Securities and Exchange Commission (the “Commission”) issued an order 1   approving
amendments to New York Stock Exchange LLC (the “Exchange”) Rules 104 (“Dealings by Specialists”)
and 123E (“Specialist Combination Review Policy”) which change the capital requirements of specialist
organizations.

The amendments to Rules 104 and 123E restructure the capital requirements of specialist organizations from
an approach based on the valuation of classes of allocated securities which included capital penalties for
mergers among specialists, to an approach based on specialist market share measured by total dollar volume
traded combined with market stress and volatility risk analysis.

The following summary is intended to give an overview of the amendments. It does not provide the level of
detail provided by the rule text itself, which can be found in Exhibit A of this Information Memo.

Summary of the Rule Amendments

Minimum Capital Requirements (Rule 104.20)

Exchange Rule 104.20 previously set position requirements to be assumed by specialist organizations for
each stock in which it was registered. This position-based approach is no longer appropriate for specialist
organizations with sizeable capital bases and sophisticated risk management systems.

In place of the outdated position requirements, amended Rules 104.20 and 104.21 now prescribe risk-
based requirements (with the exception of specialist organizations registered solely in Exchange Traded
Funds or “ETFs”). Specifically, amended Rule 104.20(2) requires each specialist organization to maintain net
liquid assets the greater of $1,000,000 or the requirements set forth in Rule 104.21(see below). Specialist
organizations that are registered solely in ETFs, are required to maintain net liquid assets the greater of
$500,000 for each ETF or $1,000,000.

Additional Capital Requirements (Rule 104.21)

Exchange Rule 104.21 has been amended to utilize the more generally recognized and effective risk
measurement tools employed by financial services firms, and increasingly by the Commission with particular
respect to larger organizations, such as Consolidated Supervised Entities (“CSE”), whose financial impact
upon the market is significant.

Specifically, the amendments eliminate the “concentration measures” previously required by Rule 104.21 and
now require a specialist organization to meet, with its own net liquid assets, a minimum capital requirement
equal to:
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(i) $1,000,000 for each one tenth of one percent (.1%) of Exchange transaction dollar volume in its
specialty securities, plus $500,000 for each Exchange Traded Fund; and

(ii) A market risk add-on, which is calculated as either:

(a) An Exchange-approved value-at-risk (VaR) model to calculate its requirement for market risk;
or

(b) For those not utilizing VaR or whose models have not been approved by the NYSE, three
times the average of the prior twenty business day's securities haircuts on its specialist dealer
positions.

Additionally, the amendments to Rule 104.21 require that a specialist organization's net liquid assets
maintained to meet the requirements in Rules 104.20 and .21 must be dedicated exclusively to specialist
dealer activities, and must not be used for any other purpose without the express written consent of the
Exchange (see Rule 104.21(3)). This requirement has been, and continues to be, applied under Rule 123E(f)
(ii) when specialist organizations combine; the amendments expand its application to the minimum net liquid
asset requirements of all specialist organizations.

VaR Approval Process Requirements (Rules 104.21 and 104.22)

A specialist organization seeking Exchange authorization, pursuant to Rule 104.21, to use a VaR model to
calculate its market risk add-on must submit an application to Member Firm Regulation that includes the
following information:

(a) A description of the mathematical models to be used to compute its market risk add-on;

(b) A description of the requirements as set forth in Rule 104.22; and

(c) Any other material the Exchange may request.

The amendments set out definitions and guidelines for the model approval process, which is designed after
the SEC's rules for CSEs and includes qualitative and quantitative requirements for a specialist organization's
VaR model.

Once a specialist organization has been granted approval by the Exchange to use a VaR model, it must
continue to compute its net liquid asset requirement using VaR, unless a change is approved upon
application to the Exchange. The Exchange will, from time to time, revisit and examine approved net
liquid asset models and may, for good cause and consistent with standards set forth in the Commission's
CSE rules, increase or decrease the market risk add-on requirement. The Exchange will provide prompt
subsequent notice to the Commission of any such adjustments.

Additional Amendments

For purposes of Rule 104, Rule 104.22 requires specialist organizations to define the term “Exchange
transaction dollar volume” consistent with the most recent Statistical Data calculated and provided by the

NYSE, on a monthly basis. 2 

The amendments eliminate what is commonly referred to as the “marriage penalty” of Rule 104.22 which was
triggered upon the merger of specialist organizations. Amended Rule 123E(f)(i) now requires the merged
specialist organization to maintain net liquid assets in accordance with the specialist capital requirements
of Rules 104.20 and 104.21, and grants the Exchange discretion to temporarily revise the combined unit's
requirements.

The amendments delete Rules 104.30 (“Financing of Specialists”), 104.40 (“Reports on Form SPC”) and
104.50 (“Income Records”) because they are no longer relevant to the specialist regulatory scheme. Further,
several minor technical amendments to Rules 104 and 123E have been made for purposes of clarity and
consistency.
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Implementation of the Amended Rules

Any withdrawals of additional excess net liquid assets resulting from the amended specialist capital
requirements will be gradually phased in, on a measured basis, over a nine-month period to allow for an
orderly and carefully considered transition. The Exchange will, on an ongoing basis, continue to consider the
impact of the amended rules on specialists and capital requirements in light of any potential ramifications
related to the Hybrid Market. Also, the Exchange will continue to monitor specialists' financial condition, on a
daily basis, in view of data relating to inventory balances and liquidity.

Questions regarding this Information Memo may be directed to Jeffrey S. Zinn at (212) 656-5490, Edwin J.
Cummings at (212) 656-8490, or your Finance Coordinator.

______________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Attachments

Exhibit A

Amendments to Rule 104

Additions are U nderscored

Deletions are [Bracketed]

Rule 104. Dealings by Specialists

(a) - (b) No Change

• • • Supplementary Material: 

Functions of Specialists

.10 through .17 No Change

Capital Requirements of Specialists [ (effective June 1, 1971.)]

.20 [Regular] [s] Specialist[s] Organizations - Minimum Capital Requirements.—

[(1) A member registered as a regular specialist at an active post must be able to assume maintain a position
of 150 trading units in each common stock in which he is registered.

(2) A member registered as a regular specialist at an active post must be able to assume a position of 30
trading units in each convertible preferred stock, of 1200 shares in each of the 100 share trading unit non-
convertible preferred stocks and of 300 shares in each of the 10 share unit non-convertible preferred stocks in
which he is registered.

(3) The position which a member registered as a regular specialist at an active post must be able to assume,
for each stock in which he is registered that is not included in (1) or (2) above, shall be determined by the
Exchange. Such determinations shall be based upon the structure and characteristics of the security and
shall be the amount prescribed in (1) or (2) above for the type of stock with the most similar structure and
characteristics.

(4) A member registered as a regular specialist at the inactive Post must have, at all times, net liquid assets
of at least $150,000.

(5) With respect to any Investment Company Unit (as defined in paragraph 703.16 of the Listed Company
Manual) or a Trust Issued Receipt, a member registered as a regular specialist [at an active post] shall
maintain net liquid assets equivalent to $500,000 for each such security in which the specialist is registered.]
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(1) A specialist organization that is only registered in Exchange Traded Funds shall maintain the greater of
$500,000 for each Exchange Traded Fund or $1,000,000.

([6] 2) [Notwithstanding .30 of this Rule, e] Each [member registered as a regular] specialist organization
[at an active post] must [be able to] maintain net liquid assets which shall be the greater of $1,000,000 or
the requirements set forth in Rule 104.21, except for those specialist organizations that are only registered
in Exchange Traded Funds, as set forth in 104.20(1) above. [establish that he can meet, with his own net
liquid assets, a minimum capital requirement which shall be the greater of $1,000,000 or 25% of the position
requirements as set forth in Paragraphs (1), (2) and (3) above, except as determined by the Exchange in
unusual circumstances.]

(3) The Division of Member Firm Regulation must be informed immediately by a specialist organization [, in
each instance, of his inability] whenever it is unable to comply with the [provisions] requirements set forth in
[the above Paragraphs] Rules 104.20 or .21, as applicable.

([7] 4) [For those members registered as a regular specialist subject to the Net Capital Rule (SEA Rule
15c3-1), t] The term “net liquid assets” refers to excess net capital computed in accordance with Rule 15c3-1,
promulgated under the Securities Exchange Act of 1934 (the “Exchange Act”) and the provisions of Exchange
Rule 325 (“Capital Requirements”) with the following adjustments:

(i) Additions for haircuts and undue concentration charges taken pursuant to Section (c)(2)(vi)(M) of Rule
15c3-1 on specialty securities in dealer accounts;

[(ii) Additions for any other haircuts on long positions which are deposited or pledged as collateral for funds
borrowed to finance dealer transactions or positions in specialist securities;]

([i] ii) Deductions for floor brokerage and/or commissions receivable;

([iv] iii) Deductions for clearing organization deposits; and

(iv) Deductions for any cash surrender value of life insurance policies allowable under [the Net Capital Rule]
Rule 15c3-1, under the Exchange Act.

[(8) For members registered as a regular specialist not subject to the Net Capital Rule, “net liquid assets” is
defined as the excess of cash, net credit balances at clearing broker(s), and readily marketable securities
over all liabilities.]

(5)In the event that two or more specialist[s] organizations are associated with each other and deal for the
same specialist account, the [above] capital requirements enumerated in Rules 104.20 and .21 shall apply to
such specialist[s] organizations as one unit, rather than to each specialist organization individually. Any joint
account must be approved by the Divisions of Market Surveillance and Member Firm Regulation.

.21 [Concentration Measure] Specialist Organizations - Additional Capital Requirements.—

[Notwithstanding the provisions of (1) through (5) in Rule 104.20 above, if a regular specialist entity's market
share exceeds 5% of any of the following concentration measures:

(1) All listed common stock (current);

(2) The 250 most active listed common stocks (over the previous 12 months);

(3) The total share volume of stock trading on the Exchange (over the previous 12 months); or

(4) The total dollar value of stock trading on the Exchange (over the previous 12 months) such entity shall
maintain net liquid assets equivalent to the following applicable requirements:

(i) $4 million for each specialist security contained in the DJIA;

(ii) $2 million for each specialist security contained in the S&P 100, not contained in (i);

(iii) $1 million for each specialist security contained in the S&P 500, not contained in (i) or (ii);

(iv) $500 thousand for each specialist common stock, excluding bond funds, not contained in (i), (ii) or (iii);
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(v) $100 thousand for each specialist security not included in (i) through (iv), excluding warrants.

(vi) $500,000 for each specialist security that is an Investment Company Unit (as defined in paragraph 703.16
of the Listed Company Manual) or a Trust Issued Receipt.]

(1) Each specialist organization subject to Rule 104.21 must maintain minimum net liquid assets equal to:

(i) $1,000,000 for each one tenth of one percent (.1%) of Exchange transaction dollar volume in its
registered securities, exclusive of Exchange Traded Funds, plus $500,000 for each Exchange Traded
Fund; and

(ii) A market risk add-on, which shall be calculated as follows:

(a) The specialist organization may use an Exchange-approved value-at-risk (VaR) model to
calculate its market risk add-on. The VaR model must have a 99%, one-tailed confidence level
with price changes equivalent to a ten business day movement in rates and prices. To calculate
the market risk add-on, the specialist organization multiplies the VaR of specialist dealer and
related positions by the appropriate multiplication factor, which is set at a minimum of three. The
results of quarterly backtesting determine which of the multiplication factors contained in Table 1
of Rule 104.22 a specialist organization must use; or

(b) For those specialist organizations not utilizing VaR or whose models have not been approved
by the NYSE, three times the average of the prior twenty business days' securities haircuts on its
specialist dealer's positions computed pursuant to Rule 15c3-1(c)(2)(vi), exclusive of paragraph
(N), under the Exchange Act.

(2) A specialist organization may apply to the Exchange for authorization to use a VaR model to calculate its
market risk add-on, in lieu of calculating the average of the prior twenty business days' capital requirement for
securities haircuts under Exchange Act Rule 15c3-1(c)(2)(vi), exclusive of paragraph (N). Once a specialist
organization has been granted approval by the Exchange to use a VaR model, it shall continue to compute
its net liquid asset market risk add-on using VaR, unless a change is approved upon application to the
Exchange. To apply for authorization to use a VaR model pursuant to NYSE Rule 104.21(1)(ii)(a), a specialist
must submit in writing the following information to Member Firm Regulation with its application:

(a) A description of the mathematical models to be used to compute its market risk add-on;

(b) A description of the requirements as set forth in Exchange Rule 104.22; and

(c) Any other material the Exchange may request.

(3) Notwithstanding the requirements of Rule 98(b)(vii) (Capital Requirements Met Separately), the specialist
organization's net liquid assets needed to meet the requirements in Rules 104.20 and .21 must be dedicated
exclusively to specialist dealer activities, and must not be used for any other purpose without the express
written consent of the Exchange.

.22 [Combinations of Specialist Entities] Definitions and Model Approval Process.—

[A specialist entity resulting from the merger, consolidation, acquisition, or other combination of specialist
assets:

(i) subject to the concentration measure requirements of Rule 104.21, shall maintain net liquid assets in
accordance with those provisions, or equivalent to the aggregate net liquid assets of the specialist entities
prior to their combination, whichever is greater;

(ii) not subject to the concentration measure requirements of Rule 104.21, shall maintain net liquid assets
according to the provisions of Rule 104.20, or equivalent to the aggregate net liquid assets of the specialist
entities prior to their combination, whichever is greater.]
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(1) For purposes of this Rule 104, specialist organizations must define the term “Exchange transaction dollar
volume” consistent with the most recent Statistical Data, calculated and provided by the NYSE on a monthly
basis.

(2) For a specialist organization's VaR model to be approved, it must meet the following minimum qualitative
and quantitative requirements:

(a) Qualitative Requirements.

(i) The VaR model used to calculate the market risk add-on for a position, along with a system of internal risk
management controls to assist the specialist organization in managing the risks associated with its business
activities, must be integrated into the daily internal risk management system of the specialist organization;

(ii) The VaR model must be reviewed both periodically and annually by qualified independent member
organization personnel or a qualified third party; and

(iii) For purposes of computing the market risk add-on, the specialist organization must determine the
appropriate multiplication factor as follows:

(A) As soon as possible, but no later than three months after the specialist organization begins using the
VaR model to calculate their market risk add-on, the specialist organization must conduct backtesting of the
model by comparing its actual daily net trading profit or loss with the corresponding VaR measure generated
by the VaR model, using a 99 percent, one-tailed confidence level with price changes equivalent to a one
business day movement in rates and prices, for each of the past 250 business days, or other period as may
be appropriate for the first year of its use;

(B) On the last business day of each quarter, the specialist organization must identify the number of
backtesting exceptions of the VaR model, that is, the number of business days in the past 250 business days,
or other period as may be appropriate for the first year of its use, for which the actual net trading loss, if any,
exceeds the corresponding VaR measure; and

(C) The specialist organization must use the multiplication factor indicated in Table 1 below in determining its
market risk add-on until it obtains the next quarter's backtesting results;

Table 1. Multiplication factor based on the number of backtesting exceptions of the VaR model
 

Number of exceptions Multiplication factor
 

4 or fewer 3.00
 

5 3.40
 

6 3.50
 

7 3.65
 

8 3.75
 

9 3.85
 

10 or more 4.00
 

(iv) For purposes of incorporating specific risk into a VaR model, a specialist organization must demonstrate
that it has methodologies in place to capture liquidity, event, and default risk adequately for each position.
Furthermore, the models used to calculate deductions for specific risk must:

(A) Explain the historical price variation in the portfolio;

(B) Capture concentration (magnitude and changes in composition);

(C) Be robust to an adverse environment; and

(D) Be validated through backtesting.

(b) Quantitative Requirements.
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(i) For purposes of determining market risk add-on, the VaR model must use a 99 percent, one-tailed
confidence level with price changes equivalent to a ten-business day movement in rates and prices;

(ii) The VaR model must use an effective historical observation period of at least one year. The specialist
organization must consider the effects of market stress in its construction of the model. Historical data sets
must be updated at least monthly and reassessed whenever market prices or volatilities change significantly;
and

(iii) The VaR model must take into account and incorporate all significant, identifiable market risk factors
applicable to positions in the accounts of the specialist organization, including:

(A) Risks arising from the non-linear price characteristics of derivatives and the sensitivity of the market value
of those positions to changes in the volatility of the derivatives' underlying rates and prices;

(B) Empirical correlations with and across risk factors or, alternatively, risk factors sufficient to cover all the
market risk inherent in the positions in the dealer accounts of the specialist organization; and

(C) Specific risk for individual positions.

.23 Maintaining a Fair and Orderly Market.—

Solely for the purpose of maintaining a fair and orderly market, the Exchange may, for a period not to
exceed 5 business days, allow a specialist entity to continue to operate despite such specialist entity's non-
compliance with the provisions of Rules 104.2[1] 0 [and] or 104.2[2] 1.

.24 Relief specialists.—

(1) The requirements with respect to a member registered as a full time relief specialist, i.e., one who may be
called upon to act as a relief specialist for an entire business day, shall be, net liquid assets of $150,000 . [or
a joint account with the regular specialist in the stock. Any joint account must be approved by Regulation &
Surveillance.]

(2) There is no requirement with respect to a member registered as a part-time relief specialist, i.e., one who
may be called upon to act as a relief specialist for less than the entire business day, usually for lunch periods,
etc. Dealings effected by a part-time relief specialist while relieving the regular specialist must be made for
the account of the regular specialist whom he is relieving.

[Specialists may meet the above requirements either with their own capital or by availing themselves of the
financing privileges provided by §220.04(g) of Regulation T or §221.3(o) of Regulation U of the Board of
Directors of the Federal Reserve System ¶8121, 8218 which are explained at .30, below.]

[.30 Financing of specialists .—Under §220.04(g) of Regulation T and §221.3(o) Regulation U of the Board of
Directors of the Federal Reserve System ¶8121, 8218, a member may have his transactions as a specialist
financed on a basis which is mutually satisfactory to the specialist and the creditor. He may finance such
transactions by borrowing from a bank on terms which are mutually agreeable; he may have a member
organization finance such transactions in a special account on a margin basis which is mutually satisfactory to
the specialist and the carrying organization; or he may have a joint account with the carrying organization for
the purpose of having his specialist transactions financed on a margin basis which is mutually satisfactory.]

[Each specialist who makes such an arrangement must inform The Market Surveillance Division of the
name of the creditor and the terms of the arrangement. The Market Surveillance Division must be informed
immediately by telephone of the intention: (1) to terminate or change an existing financing arrangement
(confirmed subsequently in writing); or (2) to issue a margin call. (This Rule does not in any manner alter
a member's notification requirements to Regulation & Surveillance.) The specialist is required to submit to
that Department on Form SPC (see .40 below) an initial report at such time as the arrangement becomes
operative, and monthly reports thereafter.]

[.40 Reports on Form SPC.—Each specialist who arranges to have his specialist transactions carried by a
member organization on a margin basis lower than that required by the Board of Directors of the Federal
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Reserve System for regular margin accounts, must file with The Market Surveillance Division a report of
Form SPC, (1) as of the first date that such arrangement becomes operative, i.e., when the margin in the
specialist's account first fails to meet the requirements of the Board of Directors of the Federal Reserve
System for regular margin accounts, (2) as of the date previous to the first date that the arrangement
becomes operative, and (3) monthly thereafter, as of the last ledger date of the month, including the month in
which the arrangement first becomes operative.

Similar reports must be filed by each specialist who, for the purpose of financing his transactions as a
specialist, arranges with a bank to have a loan value extended to him in an amount greater than that
permitted for the financing of his non-specialist transactions.

General Instructions

The report of a joint account may be prepared and forwarded by any participant. Forms may be obtained from
Market Surveillance Division. Reports should be filed with that Department as promptly as possible after the
ledger date as of which the report is prepared.

Specific Instructions

For specific instruction see the reverse side of Form SPC.]

[.50 Income records.—Each specialist and specialist organization shall submit, for the confidential use of the
Exchange, such information relating to his or its specialty business as may be requested by the Exchange.

Each specialist and specialist organization shall keep its records showing the data set forth below so that
they will be readily available when the Exchange requests them for its confidential use for the purpose of
surveillance and study of specialists' operations:

(i) total “actual” commission income earned in all specialty stock;

(ii) share volume executed as agent by specialty stock; and

(iii) dealer profit and loss by specialty stock.

Dealer profit and loss data must reflect, by specialty stock, any gain or loss occurring within an investment
account.]

* * * *

Amendments to Rule 123E

Additions are Underscored

Deletions are [Bracketed]

Rule 123E. Specialist Combination Review Policy

(a) - (e) No Change

(f) [Proponents of a] A specialist unit combination subject to review by either the Quality of Markets
Committee or the Market Performance Committee under this policy must [agree that] result in:

(i) [the] total [amount of] capital [which each unit had separately prior to the proposed combination shall
not be reduced, regardless of whether it would exceed the combined unit's new capital requirement]
of the combined unit meeting, at a minimum: (a) the requirements of Rules 104.20 - 104.21, (b) be
acceptable to the Exchange, and (c) the combined unit's capital requirement may be temporarily
revised at the discretion of the Exchange; and

(ii) all required specialist capital be accounted for separately from any other capital, and be used solely for the
specialist business.
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Footnotes

1  See Release No. 34-54205 (July 25, 2006); 71 FR 43260 (July 31, 2006) (File No. SR-NYSE-2005-38).
2  See Rule 104.21(1)(i).
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   ATTENTION: CHIEF EXECUTIVE OFFICERS, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS, RESEARCH DEPARTMENTS, REGISTRATION, AND CONTINUING EDUCATION
DEPARTMENTS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: JOINT GUIDANCE ON FIXED INCOME RESEARCH FROM NYSE AND NASD

Background

In December 2005, the NYSE and NASD (the “SROs”) issued a joint report that assessed the effectiveness

of the SRO research analyst conflict of interest rules. 1   Those rules apply only to equity research reports.
2   However, the joint report noted that the SROs would monitor the extent to which firms have adopted
the Bond Market Association's (“BMA”) “Guiding Principles to Promote the Integrity of Fixed income

Research” (“Guiding Principles”) 3  , which are voluntary, principle-based guidelines designed to help firms
manage potential conflicts of interest that may arise in the context of fixed income research activities.
According to the BMA, the Guiding Principles were designed “to address the issue of research integrity in the
fixed income markets in a manner that takes into account their unique characteristics.”

The SROs note that voluntary trade association conduct standards are not the equivalent of sanctionable
rules. As such, the SROs maintain the right to promulgate rules in the fixed income research area that may be
different from, or analogous or additive to, the Guiding Principles. Nonetheless, the SROs regard as a worthy
objective trade association efforts to promote aspirational standards and agree with the BMA that the Guiding
Principles “serve as a helpful reference point as firms review and modify their own fixed income research
practices.” The SROs therefore believe a review of compliance with the Guiding Principles helps to inform

consideration of whether more definitive rules are needed to regulate fixed income research. 4 

To that end, the SROs conducted examinations of certain member organizations to assess how those
firms have addressed conflicts of interest with respect to fixed income research. The examinations found
many instances in which firms had failed to adhere to the Guiding Principles. Even more significantly, the
examinations discovered several instances where firms failed to establish, maintain and enforce written

supervisory procedures in the fixed income research area - a fundamental obligation under SRO rules 5   -

or comply with existing SEC Regulation Analyst Certification (“Regulation AC”). 6   A general synopsis of the
examination results follows.

Supervision

Instances were noted in which member organizations did not have effective written supervisory procedures
for fixed income research in place pursuant to the SRO supervision rules and BMA Guiding Principle 4.10.1,
which provide that firms should establish appropriate written policies and procedures to supervise fixed
income research analysts. This Principle follows from the broader guideline found in Principle 4.10, which
states that firms should allocate sufficient supervisory resources to promote the integrity of the fixed income
research process.

In other cases, member organizations had supervisory procedures in place but failed to enforce them.
For example, instances were noted in which fixed income research analysts made public appearances
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without documented approval by a supervisor, as required by the firm's written supervisory procedures.
Further, several instances were noted in which analysts maintained outside personal investment accounts
that were not approved by their legal and compliance departments, though such approval was required by
the firm's written supervisory procedures. Apart from violating the member organizations' internal policies,
these infractions are inconsistent with BMA Principle 4.5, which suggests that firms impose personal trading

restrictions on fixed income research analysts to manage conflicts of interest. 7 

Disclosures

The examination results revealed that the most prevalent failure among member organizations with respect
to the Guiding Principles involved the inadequacy of disclosures contained in fixed income research reports.

BMA Guiding Principle 4.6 8   lists certain disclosures that should be included in a fixed income research
report to inform investors of potential conflicts of interest that may affect fixed income research. These
disclosures include: whether the analyst's compensation is based on such factors as the firm's overall
performance, or the profitability or revenues of the fixed income department or the asset class covered by
the analyst; whether the analyst or certain relatives have a financial interest in the security that is the subject
of the research report (other than investment grade sovereigns); whether the analyst is affiliated with the
issuer; whether the firm or its affiliates has managed or co-managed a public or Rule 144A offering for the
issuer within the past 12 months; whether the firm trades or may trade as principal in the securities that are
the subject of the research report; and, if the report contains ratings established by the firm, the meaning of
those ratings.

Instances were noted in which firms failed to include tailored disclosures in research reports specific to a
subject company and/or did not include all of the necessary relevant disclosures. Blanket or boilerplate
disclosures should not be used in a fixed income research report when more specific disclosures are
necessary to alert investors to specific conflicts.

Analyst Certifications

The examinations also found instances in which member organizations failed to comply with the requirements
set forth in Regulation AC, which applies equally to fixed income and equity research. Specifically, member

organizations issued reports 9   that did not include the requisite analyst certifications in connection with
research reports or that included references to analyst certifications that were insufficient because they did
not direct the reader to the correct place to find the certification. Failures were similarly noted with respect to

certifications required in connection with public appearances. 10 

Conclusion

The SROs appreciate industry initiatives like the BMA Guiding Principles that foster better compliance policies
within firms. In considering whether to engage in more definitive rulemaking, the SROs will continue to
monitor the extent to which firms have adopted and adhered to the Guiding Principles or other supervisory
systems regarding fixed income research conflicts of interest that are reasonably designed to achieve
compliance with applicable SRO rules and securities laws and regulations.

Questions concerning this Joint Notice may be directed as follows:

NYSE: William Jannace (212.656.2744), Stephen Kasprzak (212.656.5226) and Erika Lazar (212.656.4591).

NASD: Philip A. Shaikun, Assistant Vice President and Associate General Counsel, at 202.728.8451.

___________________________

Grace B. Vogel

Executive Vice President
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Footnotes

1  See "joint Report by NASD and the NYSE on the Operation and Effectiveness of the Research
Analyst Conflict of Interest Rules," at http://nasd.com/web/groups/rules_regs/documents/rules_regs/
nasdw_015803.pdf and http://nyse.com/pdfs/rajointreport.pdf.

2  NASD Rule 2711 ("Research Analysts and Reports") and NYSE Rule 472 ("Communications with the
Public").

3  See "Guiding Principles To Promote Integrity of Fixed Income Research," May 2004, http://
www.bondmarkets.com.assets/files/Guiding_Principles_Principles_for_Research.pdf.

4  As the joint report noted, anti-fraud statutes, as well as existing SRO rules such as NYSE Rules
401("Business Conduct"), 476(a)(6) (allowing for disciplinary proceedings against a member
organization for "conduct or proceeding inconsistent with just and equitable principles of trade"), and
NASD Rule 2110 (which requires that members "observe high standards of commercial honor and just
and equitable principles of trade") can reach and address any egregious conduct involving fixed income
research.

5  See NYSE Rule 342 ("Offices Approval, Supervision and Control") and NASD Rule 3010 ("Supervision").
6  17 CFR 242.500 et seq.
7  Note also that NYSE Rule 407 ("Transactions - Employees of Members, Member Organizations and the

Exchange") prohibits any employee of a member organization to "establish or maintain any securities
or commodities account…at another member or member organization, or domestic or foreign non-
member broker-dealer, investment adviser, bank, other financial institution, or otherwise without prior
written consent of another person designated by the member or member organization under NYSE Rule
342 (b)(1) to sign such consents and review such accounts." NASD Rule 3050 ("Transactions for or by
Associated Persons") requires an associated person to notify his or her employer member in writing
when opening a securities account at a broker-dealer.

8  "Firms and research analysts should promote investor awareness of potential research analyst conflicts
of interest by disclosing in fixed income research reports and/or elsewhere certain material factors that
may be viewed as potentially affecting the integrity of specific security recommendations or investment
conclusions."

9  17 CFR 242.501.
10  17 CFR 242.502.
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   ATTENTION: COMPLIANCE, LEGAL, AND REGISTRATION DEPARTMENTS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: BRANCH OFFICE PROCESSING FEES

This Information Memo provides information with respect to branch office processing fees required to be
remitted by New York Stock Exchange LLC (“NYSE” or “Exchange”) member organizations to NASD.

Background

On September 30, 2005, the Securities and Exchange Commission (“SEC”) approved the Exchange's
proposed Uniform Branch Office Registration Form (“ Form BR”) which became effective on October 31,

2005. 1   At the same time, the SEC approved a comparable NASD rule proposal. 2   Form BR replaces
Schedule E of Form BD, the NYSE Branch Office Application Form, and certain state branch office forms. It
enables firms to register branch offices electronically with NASD, NYSE, and states that require such branch
registration or reporting via a single filing through the Central Registration Depository (“CRD”) system.

Branch office registration through the CRD system creates efficiencies for firms by, among other things,
making it easier to register or report branch offices and to manage ongoing registration and/or reporting
responsibilities with regard to those branch offices.

In addition to being able to submit a single filing to fulfill the branch office registration requirements of NASD,
NYSE, and the states, member organizations benefit from a single centralized branch office system, online
work queues, electronic notifications, and other features available through the CRD system. Firms are also
able to link their registered persons to the physical location from which they work via Form BR, which not only
assists in regulators' examination efforts, but also helps firms in meeting certain recordkeeping requirements.

Remittance of Fees

On June 7, 2006, NASD filed with the SEC for immediate effectiveness a filing establishing an initial $20.00
fee (“CRD Branch Office System Processing Fee”) and a $20.00 annual fee (“CRD Annual Branch Office
System Processing Fee”) to be remitted by NASD member organizations to NASD in connection with branch

offices processed via Form BR through the CRD system. 3   On June 30, 2006, the Exchange filed with the

SEC for immediate effectiveness a comparable filing 4   requiring NYSE-only member organizations to remit
these fees to NASD. The purpose of the fees is to recover the cost to NASD of developing and implementing
Form BR, as well as for ongoing branch office system maintenance and enhancements.

NASD will begin assessing these fees during the third quarter of 2006 for all branch offices in existence as of

July 3, 2006. 5   NASD will bill firms for these branch offices via invoice, rather than through the CRD system.
6 

For any branch office that is registered on or after July 3, 2006, NASD will assess and collect the branch

office system processing fee through the CRD system at such time a firm registers a new branch office. 7  
Starting December 2006, all firms will be assessed $20.00 annually for each existing branch office as part of

the CRD renewal program. 8 

Questions concerning this information memo may be directed to Peggy Germino at 212-656-8450.
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___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Release No. 34-52543 (September 30, 2005); 70 FR 58771 (October 7, 2005) (File No. SR-
NYSE-2005-13). See also NYSE Information Memo 05-75.

2  See Release No. 34-52544 (September 30, 2005); 70 FR 58764 (October 7, 2005) (File No. SR-
NASD-2005-030). See also NASD NTM 05-66.

3  See Release No. 34-53955 (June 7, 2006); 71 FR 34658 (June 15, 2006) (File No. SR-
NASD-2006-065).

4  See Release No. 34-54178 (July 20, 2006); 71 FR 42434 (July 26, 2006) (File No. SR-NYSE-2006-47).
5  See Footnote 3.
6  Id.
7  Id.
8  Id.
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July 26, 2006

   ATTENTION: CHIEF EXECUTIVE OFFICER AND MANAGING PARTNER, CHIEF FINANCIAL OFFICER,
CHIEF OPERATIONS OFFICER, AND CHIEF COMPLIANCE OFFICER

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: MORATORIUM ON QUALIFICATION AND REGISTRATION OF NEW COMPETITIVE TRADERS
(“CTs”) AND REGISTERED COMPETITIVE MARKET MAKERS (“RCMMs”)

The Exchange has extended the moratorium on the qualification and registration of new CTs and RCMMs

for an additional six months. 1   The extension will allow the Exchange to include in its review of RCMMs
and CTs the impact of the NYSE HYBRID MARKET SM (“Hybrid Market”). Additional phases of the Hybrid
Market will be introduced later this year and the new data that these phases provide will be instrumental in the
Exchange's evaluation. The review is currently estimated to be completed on or about December 31, 2006.
Info memo 05-89, dated November 23, 2005, and attached, discussed the implementation of the moratorium.

Further, please be aware that on February 24, 2006 the Exchange modified the moratorium to give RCMM
firms the ability to replace an existing RCMM who relinquishes his or her registration and ceases to conduct

business as an RCMM, with a newly qualified and registered RCMM. 2   The moratorium does not restrict
any RCMM from joining any RCMM firm or becoming or remaining an independent RCMM. Neither does the
moratorium restrict any RCMM firm from hiring any existing RCMMs. Questions concerning this memorandum
may be addressed to James G. Buckley, Vice President, Market Surveillance, at 212-656-2534 or David
Matta, Principal Rule Counsel, Office of the General Counsel, at 212-656-4717.

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

INFORMATION MEMO

Number 05-89

November 23, 2005

New York Stock Exchange, Inc.

11 Wall Street

New York, NY 1005

Market Surveillance

NYSE

ATTENTION: CHIEF EXECUTIVE OFFICER AND MANAGING PARTNER, CHIEF FINANCIAL OFFICER,
CHIEF OPERATIONS OFFICER, AND CHIEF COMPLIANCE OFFICER

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS
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SUBJECT: MORATORIUM ON REGISTERING NEW COMPETITIVE TRADERS AND REGISTERED
COMPETITIVE MARKET MAKERS

The New York Stock Exchange (the “Exchange”) has decided to study the future viability of Competitive
Traders (“CTs”) and Registered Competitive Market Makers (“RCMMs”) in light of the new Hybrid Market
environment. While the Exchange conducts this study it considers it appropriate to place a moratorium on the
qualification and registration of new CTs and RCMMs. The Exchange filed with the Securities and Exchange
Commission its intention to impose this moratorium earlier this year, and had several discussions with the
Commission staff prior to the formal filing. This filing was published by the SEC and the abrogation period
during which the Commission could have demonstrated its disapproval of this action has now passed.

CTs and RCMMs were first authorized by the Commission in 1964 1   and 1978 2  , respectively, to generate
competition to specialists, add depth and liquidity to the market and create supplemental market making
traders on the Exchange. The Exchange Rules 110 and 111 govern CTs and Rule 107A governs RCMMs.
CTs and RCMMs can both conduct proprietary trading under the market maker exemption found in paragraph

(2)(b) of Section 11(a) 3   of the Securities Exchange Act of 1934. 4   CTs trading must be at least 75%
stabilizing and RCMMs must be ready to enter the market with one round lot if called upon by a floor official or
broker so as to narrow the quotation spread or add liquidity to the market.

Exchange rules require that members must be registered by the Exchange before they are able to conduct
business as a CT or RCMM and in order to be registered must, besides meeting other requirements, pass an
examination prescribed by the Exchange. The volume and speed of the market has increased dramatically
since CTs and RCMMs were first created and significant changes have occurred with respect to market
dynamics. These changes coupled with the Exchange's move to a Hybrid Market makes this review timely
and appropriate. As part of this review, the Exchange will review, among other things, the impact and usage
of RCMMs and CTs, resources required to surveil trading and any regulatory requirements needed to
increase marketmaker liquidity obligations.

This moratorium is effective immediately.

Questions concerning this memorandum may be addressed to James G. Buckley, Vice President, Market
Surveillance at 212-656-2534 or David Matta, Principal Rule Counsel, Market Surveillance, at 212-656-4717.

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release No. 54140 (July 13, 2006), 71 FR 41491 (July 21, 2006) (SR-
NYSE-2004-48).

2  See Securities Exchange Act Release No. 53549 (March 24, 2006), 71 FR 16388 (March 31, 2006) (SR-
NYSE-2006-11).

1  NYSE Rule No. 110 (Amended May 21, 1964 and July 16, 1964, effective August 3, 1964).
2  Securities and Exchange Act Release No. 14718 (May 1, 1978), 43 F.R. 19738 (May 8, 1978)(SR-

NYSE-79-24).
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3  15 U.S.C. 78k(a)(2)(b).
4  15 U.S.C. 78a.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 06-52

Click to open document in a browser

July 21, 2006

   ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Trading of iShares® GSCI® Commodity-Indexed Trust and Rules 1300B and 1301B

Trading in a new product, the iShares® GSCI® Commodity-Indexed Trust (symbol:GSG) (the “Shares”), will
begin on the NYSE on July 21, 2006. Members and member organizations are advised that the Exchange
has adopted new Rules 1300B and 1301B applicable to trading in the Shares, attached as Exhibit A.

The purpose of this memorandum is to outline various rules and policies that will be applicable to trading in
this new product, including certain exemptive, interpretive and no-action positions taken by the Securities and
Exchange Commission (“SEC”), as well as to highlight the characteristics and risk of the Shares. For a more
complete description of the iShares GSCI Commodity-Indexed Trust (the “Trust”) and the Shares, visit the
Trust's website, www.ishares.com, or consult the Trust's prospectus.

Description of the Trust

The Trust, a Delaware statutory trust, will issue Shares that represent fractional undivided beneficial interests
in its net assets. Substantially all of the assets of the Trust consist of its holdings of the limited liability
company interests of a commodity pool (“Investing Pool Interests”), which are the only securities in which the
Trust may invest. That commodity pool, iShares® GSCI Commodity-Indexed Investing Pool LLC (“Investing
Pool”), holds long positions in futures contracts on the GSCI Excess Return Index (“CERFs”), which are
listed on the Chicago Mercantile Exchange (“CME”), and will post margin in the form of cash or short-term
securities to collateralize these futures positions. According to the Trust's Registration Statement, it is the
objective of the Trust that the performance of the Shares will correspond generally to the performance of
the GSCI Total Return Index (“Index”) before payment of the Trust's and the Investing Pool's expenses
and liabilities. The Trust and the Investing Pool are each commodity pools managed by a commodity pool
operator registered as such with the Commodity Futures Trading Commission (“CFTC”).

According to the Trust's Registration Statement, the Shares are intended to constitute a relatively cost-
effective means of achieving investment exposure to the performance of the Index, which is intended to
reflect the performance of a diversified group of commodities. Although the Shares will not be the exact
equivalent of an investment in the underlying futures contracts and Treasury securities represented by the
Index, the Shares are intended to provide investors with an alternative way of participating in the commodities
market.

Barclays Global Investors International, Inc. is the Trust Sponsor. The Sponsor's primary business function is
to act as Sponsor and commodity pool operator of the Trust and manager of the Investing Pool (“Manager”).
The advisor to the Investing Pool (“Advisor”) is Barclays Global Fund Advisors, a California corporation
and an indirect subsidiary of Barclays Bank PLC. As Manager, Barclays Global Investors International, Inc.
will serve as commodity pool operator of the Investing Pool and be responsible for its administration. The
Manager will arrange for and pay the costs of organization the Investing Pool. The Manager has delegated
some of its responsibilities for administering the Investing Pool to the Administrator, Investors Bank &
Trust Company, which in turn, has employed the Investing Pool Administrator and the Tax Administrator
(Pricewaterhouse Coopers) to maintain various records on behalf of the Investing Pool.
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The trustee of the Trust (“Trustee”) is Barclays Global Investors, N.A., a national banking association affiliated
with the Sponsor. The Trustee is responsible for the day-to day administration of the Trust. Day-to-day
administration includes: (i) processing orders for the creation and redemption of Baskets (as described below,
with each Basket an aggregation of 50,000 Shares); (ii) coordinating with the Manager of the Investing Pool
the receipt and delivery of consideration transferred to, or by, the Trust in connection with each issuance and
redemption of Baskets; and (iii) calculating the net asset value of the Trust on each Business Day.

The Investing Pool will hold long positions in CERFs, which are cash-settled futures contracts listed on the
CME that have a term of approximately five years after listing and whose settlement at expiration is based
on the value of the GSCI Excess Return Index (“GSCI-ER”) at that time. The Investing Pool will also earn
interest on the assets used to collateralize its holdings of CERFs. Trading on the CME Globex electronic
trading platform of CERFs commenced effective March 12, 2006 for trade date March 13, 2006.

The GSCI-ER is calculated based on the same commodities included in the Goldman Sachs Commodity
Index (“GSCI”), which is a production-weighted index of the prices of a diversified group of futures contracts
on physical commodities. The GSCI, the GSCI-ER and the Index are administered, calculated, and published
by Goldman, Sachs & Co. (“Index Sponsor”), a subsidiary of The Goldman Sachs Group Inc. The GSCI-
ER reflects the return of an uncollaterized investment in the contracts comprising the GSCI, and in addition
incorporates the economic effect of “rolling” the contracts included in the GSCI as they near expiration.
“Rolling” a futures contract means closing out a position in an expiring futures contract and establishing an
equivalent position in the contract on the same commodity with the next expiration date. The Index reflects
the return of the GSCI-ER, together with the return on specified U.S. Treasury securities that are deemed to
have been held to collateralize a hypothetical long position in the futures contracts comprising the GSCI. The
Trust, through the Investing Pool, will be a passive investor in CERFs and the cash or Short-Term Securities,
U.S. Treasury Securities or other short-term securities and similar securities in each case that are eligible as
margin deposits under the rules of the CME, posted as margin to collateralize the Investing Pool will engage
in any activities designed to obtain a profit from, or to ameliorate losses caused by, changes in the value of
CERFs or securities posted as margin.

The Investing Pool will be managed by the Advisor, which will invest all of the Investing Pool's assets in
long positions in CERFs and post margin in the form of cash or Short-Term Securities to collateralize the
CERF positions. Any cash that the Investing Pool accepts as consideration from the Trust for Investing Pool
Interests will be used to purchase additional CERFs, in an amount that the Advisor determines will enable the
Investing Pool to achieve investment results that correspond with the Index, and to collateralize the CERFs.
According to the Registration Statement, the Advisor will not engage in any activities designed to obtain a
profit from, or to ameliorate losses caused by, changes in value of any of the commodities represented by the
GSCI or the positions or other assets held by the Investing Pool. CERFs will be listed only with approximately
five-year expirations. A buyer or seller of CERFs will be able to trade CERFs on the market maintained by
the CME and will consequently be able to liquidate its position at any time, subject to the existence of a liquid
market. If a part to a CERF wishes to hold its position to expiration, however, it will be necessary to maintain
the position for up to five years. According to the Registration Statement, as a CERF nears expiration, it is
anticipated, but there can be no assurance, that the CME will list an additional CERF with an approximately
five-year expiration.

Creation and redemption of interests in the Trust, and the corresponding creation and redemption of interests
in the Investing Pool, will generally be effected through transactions in “exchanges of futures or physicals,
(“EFPs”).

On each Business Day on which the NYSE is open for regular trading, as soon as practicable after the
close of regular trading of the Shares on the NYSE (normally, 4:15 p.m., New York Time), the Trustee will
determine the net asset value of the Trust and the NAV as of that time.

Procedures for the creation and redemption of Shares by Authorized Participants are described in the Trust
Prospectus.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

726

http://researchhelp.cch.com/License_Agreement.htm


The Trust website (www.ishares.com), will contain the following information: (a) the prior Business Day's NAV

and the reported closing price; (b) the mid-point of the bid-ask price 1   in relation to the NAV as of the time
the NAV is calculated (the “Bid-Ask Price”); (c) calculation of the premium or discount of such price against
such NAV; (d) data in chart form displaying the frequency distribution of discounts and premiums of the Bid-
Ask Price against the NAV, within appropriate ranges for each of the four previous calendar quarters; (e)
the prospectus; (f) the holdings of the Trust, including CERFs, cash and Treasury securities; (g) the Basket
Amount, and (h) other applicable quantitative information. The Exchange on its website at www.nyse.com will
include a hyperlink to the Trust's website.

The NAV for each Business Day on which the NYSE is open for regular trading will be distributed through
major market data vendors and will be published online at http://www.ishares.com, or any successor thereto.
The Trust will update the NAV as soon as practicable after each subsequent NAV is calculated. The NAV
for the Fund will be calculated and disseminated daily. The NYSE will disseminate, during NYSE trading
hours for the Trust on a daily basis by means of CTA/CQ High Speed Lines information with respect to the
Indicative Value (as discussed below), recent NAV, and Shares outstanding. The Exchange will also make
available on www.nyse.com daily trading volume, closing prices, and the NAV.

Major market data vendors will disseminate at least every 15 seconds (during the time that the Shares trade
on the Exchange) the GSCI and Index values. In addition, major market data vendors will disseminate at least
every 15 seconds (during the time that the Shares trade on the Exchange) the value of the GSCI-ER, which
the CERFs (held by the Investing Pool) trading on CME are designed to track. Daily settlement values for the
GSCI, the Index, and the GSCI-ER are also widely disseminated.

In order to provide updated information relating to the Trust for use by investors, professionals, and other
persons, the Exchange will disseminate through the facilities of CTA an updated Indicative Value on a
per Share basis as calculated by Bloomberg. The Indicative Value will be disseminated at least every 15
seconds from 9:30 a.m. to 4:15 p.m. New York Time. The Indicative Value will be calculated based on the
cash and collateral in a Basket Amount divided by 50,000, adjusted to reflect the market value of the Index
commodities through investments held by the Investing Pool, i.e. CERFs. The Indicative Value will not reflect
price changes to the price of an underlying commodity between the close of trading of the futures contract at
the relevant futures exchange and the close of trading on the NYSE at 4:15 p.m. New York Time.

There is no regulated source of last sale information regarding physical commodities and the SEC has no
jurisdiction over the trading of physical commodities or the futures contracts on which the value of the Shares
is based.

Risk Factors to Investing in the Shares

As stated in the Registration Statement, an investment in the Shares is speculative and includes the following
risks: carries certain risks:

• The Trust and the Investing Pool have no operating history. Therefore, there is no performance
history to serve as a factor for evaluating an investment in the Shares.

• Past performance of the Index is not necessarily indicative of its future results or the performance of
the Shares. An investor could lose all or substantially all of an investment in the Shares.

• The price of the Shares will fluctuate based on the value of the GSCI-ER and the prices of the
commodities underlying the GSCI-ER; commodities markets have historically been extremely
volatile.

• The performance of the Shares will not correlate precisely with that of the Index or the GSCI-
ER during particular periods or over the long term. Such difference could cause the Shares to
outperform or underperform the Index.

• The Investing Pool and the Trust are subject to the fees and expenses described in this prospectus,
which are payable without regard to profitability.

• There may be conflicts of interest between Shareholders and the Sponsor and its affiliates.
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In addition, the following risk factors are taken from and discussed in more detail in the Registration
Statement:

• The value of the Shares depends on the value of CERFs, which will fluctuate based on the prices
of commodity futures contracts reflected in the GSCI-ER. These prices may be volatile, thereby
creating the potential for losses regardless of the length of time the Shares are held.

• Historical performance of the Index and the GSCI-ER is no guide to their future performance or to
the performance of the Shares.

• Commodity futures trading may be illiquid. In addition, suspensions or disruptions of market trading
in the commodities markets and related futures markets may adversely affect the value of the
Shares.

• During a period when commodity prices are fairly stationary, an absence of “backwardation” in
the prices of the commodities included in the GSCI-ER may itself cause the price of the Shares to
decrease.

• The trading of CERFs presents risks unrelated to the GSCI-ER that could adversely affect the value
of the Shares.

• The GSCI-ER may in the future include contracts that are not traded on regulated futures
exchanges and that offer different or diminished protections to investors.

• Changes in the composition and valuation of the GSCI-ER may adversely affect the Shares.
• A cessation of publication of the GSCI-ER could materially and adversely affect the activities of the

Trust.
• The “rolling” of the Investing Pool's position in CERFs from an expiring CERF into a newly listed

CERF could expose the Investing Pool to risks arising from trading activity in CERFs.
• The liquidation of CERFs could expose the Investing Pool to the effects of temporary aberrations or

distortions in the market, which could adversely affect the prices at which the Investing Pool's CERF
positions are liquidated.

• The Investing Pool's Clearing FCM could fail. Because the Investing Pool must deposit as margin
an amount equal to 100% of the value of the CERFs it holds, it could be exposed to greater risk in
the event of the bankruptcy of the Clearing FCM or the CME clearing house.

• Investors have no recourse to the Index Sponsor.
• The returns on the Shares will not precisely correlate with the performance of the Index.
• Because the Trust and the Investing Pool are passive investment vehicles, the value of the Shares

may be adversely affected by losses that, if these vehicles had been actively managed, might have
been possible to avoid.

• Fees and expenses payable by the Investing Pool are charged regardless of profitability and may
result in a depletion of its assets.

• The price an investor receives upon the sale of Shares may be less than their NAV.
• The Trust is not obligated to pay periodic distributions or dividends to Shareholders.
• The Trust could be liquidated at a time when the disposition of its interests will result in losses to

investors in Shares.
• The Manager has broad discretion to liquidate the Investing Pool at any time.
• Shareholders with large holdings may choose to terminate the Trust and thereby adversely affect an

investment in the Shares.
• The Shares may not provide anticipated benefits of diversification from other asset classes.
• The liquidity of the Shares may be affected by the withdrawal from participation of Authorized

Participants or by the suspension of issuance, transfers or redemptions of Shares by the Trustee.
• The lack of an active trading market for the Shares may result in losses on the investment at the

time of disposition of Shares.
• An investor may be adversely affected by redemption orders that are subject to postponement,

suspension or rejection under certain circumstances.
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• Competition from other commodities-related investments could limit the market for, and reduce the
liquidity of, the Shares.

• The price of the Shares could decrease if unanticipated operational or trading problems arise.
• Exchange position limits and other rules may restrict the creation of Baskets and the operation of

the Investing Pool.
• Shareholders, will not have the rights normally associated with ownership of common shares and

will not have the protections normally associated with the ownership of shares in an investment
company registered under the Investment Company Act.

• Competing claims over ownership of relevant intellectual property rights could adversely affect the
Trust, the Investing Pool or an investment in the Shares.

• The value of the Shares will be adversely affected if the Trust is required to indemnify the Trustee or
the Sponsor or if the Investing Pool is required to indemnify the Manager.

• Regulatory changes or actions may affect the Shares.
• The NYSE may halt trading in the Shares, which would adversely impact the ability to sell the

Shares.
• The relationship between the Sponsor and the Trustee and the proprietary and managed trading

activities of the Sponsor and its affiliates could conflict with Shareholder interests.
• Proprietary trading and other activities by Goldman, Sachs & Co. and its affiliates could conflict with

the investor's interests as a Shareholder.
• An investor's tax liability could exceed cash distributions on the Shares.
• The IRS could adjust or reallocate items of income, gain, deduction, loss and credit with respect to

the Shares if the IRS does not accept the assumptions or conventions utilized by the Investing Pool.
• The IRS could take the position that CERFs must be taxed under special “mark-tomarket” rules that

would require gain to be taken into account on an annual basis.

Exchange Rules Applicable to the Trading of the Shares

The Shares are considered “securities” under Exchange Rule 3 and are subject to all applicable trading rules.

The Exchange has adopted new Rule 1300B (“Commodity Trust Shares”) to deal with issues related to
the trading of the Shares. Specifically, pursuant to Rule 1300B, the Shares will be treated the same as
Investment Company Units (as defined in Exchange Rule 1100 and Section 703.16 of the Listed Company
Manual) for purposes of:

• Rule 13 (“Definitions of Orders”),
• Rule 36.30 (“Communications Between Exchange and Members' Offices”),
• Rule 98 (“Restrictions on Approved Person Associated with a Specialist's Member Organization”),
• Rule 104 (“Dealings by Specialists”),
• Rule 105(m) (“Guidelines for Specialists' Specialty Stock Option Transactions Pursuant to Rule

105”),
• Rule 123(e) (“Record of Orders - System Entry Required”) and (f) and “Record of Orders - Reports

of Order Executions”),
• Rules 132B and 132C (“Order Tracking System”),
• Rule 460.10 (“Specialists Participating in Contests”),
• Rule 1002 (NYSE Direct+: “Availability of Automatic Feature”), and
• Rule 1005 (NYSE Direct+: “Orders may not be Broken into Smaller Accounts”).

When these Rules discuss Investment Company Units, references to the word “index” (or derivative or similar
words) will be deemed to be references to the “commodity index” and references to the word “security” (or
derivative or similar words) will be deemed to be references to the “Commodity Trust.” The Shares are not
exempt from Exchange Rules 123C (“Market-on-Close/Limit-on-Close Policy”) and 123D (“Pre-Opening Price
Indications Policy”).
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Application of Rules 1300B (b) and 1301B

Under Rule 1300B(b) the specialist, the specialist's member organization and other specified persons will be
prohibited under paragraph (m) of NYSE Rule 105 Guidelines from acting as market maker or functioning
in any capacity involving market-making responsibilities in the physical commodities included in, or options,
futures or options on futures on the index underlying an issue of Commodity Trust Shares, or any other
derivatives (collectively, “derivative instruments”) based on such index or based on any commodity included
in such index. A specialist entitled to an exemption under NYSE Rule 98 from paragraph (m) of NYSE Rule
105 Guidelines could act in a market making capacity in physical commodities included in, or derivative
instruments based on such index or based on any commodity included in such index, other than as a
specialist in the same issue of Commodity Trust Shares in another market center.

Under Rule 1301B (a), the member organization acting as specialist (1) will be obligated to conduct all trading
in the specialty security in its specialist account, (subject only to the ability to have one or more investment
accounts, all of which must be reported to the Exchange), (2) will be required to file with the Exchange and
keep current a list identifying all accounts for trading in the physical commodities included in, or derivative
instruments based on the relevant index or on any commodity included in such index, which the member
organization acting as specialist may have or over which it may exercise investment discretion, and (3) will be
prohibited from trading in physical commodities included in, or derivative instruments based on the relevant
index or on any commodity included in such index, in an account in which a member organization acting
as specialist controls trading activities which have not been reported to the Exchange as required by Rule
1301B.

Under Rule 1301B (b), the member organization acting as specialist will be required to make available to the
Exchange such books, records or other information pertaining to transactions by the member organization
and other specified persons for its or their own accounts in derivative instruments on an index underlying an
issue of Commodity Trust Shares; or on any commodity included in such index; or in derivatives on any such
commodity, as may be requested by the Exchange. This requirement is in addition to existing obligations
under Exchange rules regarding the production of books and records.

Under Rule 1301B (c), in connection with trading commodities included in an index underlying an issue
of Commodity Trust Shares in which the member organization acts as specialist, or trading in derivative
instruments based on such index or based on any commodity included in such index, the specialist could not
use any material nonpublic information received from any person associated with a member or employee of
such person regarding trading by such person or employee in derivative instruments based on the underlying
index or based on a commodity included in such index, or regarding trading in any commodity included in
such index.

Under Supplementary Material .10 to Rule 1301B, Rules 1300B(b) and 1301B will apply to securities listed
under Section 703.19 (“Other Securities”) of the NYSE Listed Company Manual where the price of such
securities is based in whole or part on the price of (a) a commodity or commodities, (b) any futures contracts
or other derivatives based on a commodity or commodities; or (c) any index based on either (a) or (b)
above. Examples of the NYSE-listed securities to which Supplementary Material .10 will apply are the Index-
Linked Securities of Barclays Bank PLC linked to the performance of the Dow Jones-AIG Commodity Index
Total Return tm; Index-Linked Securities of Barclays Bank PLC linked to the performance of the Goldman
Sachs Crude Oil Total Return Index tm, and Index-Linked Securities of Barclays Bank PLC linked to the
performance of the GSCI Total Return Index tm.

Hours of Trading

Trading in the Shares will be until 4:15 p.m.

Exemptive, Interpretive and No-Action Relief Under Federal Securities Regulations and NYSE Rules
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The SEC has issued exemptive, interpretive and no-action relief from certain provisions of and rules
under the Securities Exchange Act of 1934 (the “Exchange Act”), regarding trading in the Shares, which is
summarized below. As this is only a summary of the relief granted by the SEC, the Exchange also advises
interested members to consult the following letters for more complete information regarding the trading
practices relief granted by the SEC applicable to securities such as the Trust Shares: Letter dated January
19, 2006 from James Brigagliano, Assistant Director, Division of Market Regulation, SEC, to Michael
Schmidtberger, Sidley Austin Brown & Wood (regarding Section 11(d)(1) and Rule 11d1-2), and letter
dated June 21, 2006, from Racquel L. Russell, Branch Chief, Office of Trading Practices and Processing,
Division of Market Regulation, SEC, to George T. Simon, Foley and Lardner (regarding Rule 10a-1, Rule
200(g) of Regulation SHO, and Rules 101 and 102 of Regulation M). In addition, the Exchange has taken an
interpretive position with respect to its short sale rule.

Short Sale Rules. Transactions in the Shares will not be subject to “tick” requirements of the short sale rule of
the Commission (Rule 10a-1) or the Exchange (Rule 440B). Short orders must be marked SHORT or SHORT
EXEMPT.

Rule 200(g) of Regulation SHO- The SEC Division of Market Regulation has stated that the Division will not
recommend enforcement action under Rule 200(g) of Regulation SHO if a broker-dealer marks “short” rather
than “short exempt” a short sale effected in the Shares pursuant to the exemptions from the price test of
Rule 10a-1 that have been granted, subject to specified conditions, including that a broker-dealer executing
exempt short sales will mark such sales as “short” and in no event will such sales be marked “long”. (See
letter from James A. Brigagliano, Assistant Director, Division of Market Regulation, SEC, to Ira Hammerman,
Senior Vice President and General Counsel, Securities Industry Association, dated January 3, 2005.)

Regulation M Exemptions. Generally, Rules 101 and 102 of Regulation M is an antimanipulation regulation
that, subject to certain exemptions, prohibits a “distribution participant” and the issuer or selling security
holder, in connection with a distribution of securities, from bidding for, purchasing, or attempting to induce
any person to bid for or purchase, any security which is the subject of a distribution until after the applicable
restricted period, except as specifically permitted in Regulation M. The provisions of the Rules apply to
underwriters, prospective underwriters, brokers, dealers, and other persons who have agreed to participate
or are participating in a distribution of securities, and affiliated purchasers of such persons. The SEC has
granted an exemption from paragraph (d) of Rule 101 under Regulation M to permit persons who may be
deemed to be participating in a distribution of Shares to bid for or purchase Shares during their participation in
such distribution. The SEC also has granted an exemption from Rule 101 to permit the Distributor to publish
research during the applicable restricted period on the Trust's website.

Rule 102 of Regulation M prohibits issuers, selling security holders, or any affiliated purchaser of such person
from bidding for, purchasing, or attempting to induce any person to bid for or purchase a covered security
during the applicable restricted period in connection with a distribution of securities effected by or on behalf
of an issuer or selling security holder. Rule 100 of Regulation M defines “distribution” to mean any offering
of securities that is distinguished from ordinary trading transactions by the magnitude of the offering and the
presence of special selling efforts and selling methods. The SEC has granted an exemption from paragraph
(e) of Rule 102 to permit the Trust and its affiliated purchasers to redeem Shares during the continuous
offering of the Shares.

Section 11(d)(1) of the Exchange Act; Exchange Act Rule 11d1-2. Section 11(d)(1) of the Exchange Act
generally prohibits a person who is both a broker and a dealer from effecting any transaction in which the
broker-dealer extends credit to a customer on any security which was part of a new issue in the distribution
of which he or she participated as a member of a selling syndicate or group within thirty days prior to such
transaction. The SEC has taken a no-action position under Section 11(d)(1) of the Exchange Act if broker-
dealers (other than the Distributor) that do not create or redeem Shares but engage in both proprietary and
customer transactions in Shares exclusively in the secondary market extend or maintain or arrange for the
extension or maintenance of credit on Shares in connection with such secondary market transactions.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

731

http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE11d1-2/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE10a-1/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE10a-1/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE440B/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE10a-1/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE11d1-2/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


The SEC has also taken a no-action position under Section 11(d)(1) of the Exchange Act that broker-dealers
(other than the Distributor) may treat Shares of the Trust, for purposes of Rule 11d1-2, as “securities issued
by a registered … open-end investment company as defined in the Investment Company Act” and thereby,
extend credit or maintain or arrange for the extension or maintenance of credit on the Shares that have
been owned by the persons to whom credit is provided for more than 30 days, in reliance on the exemption
contained in the rule.

The SEC has also taken a no-action position under Section 11(d) of the Exchange Act if an Authorized
Participant (“AP”) extends or maintains or arranges for the extension or maintenance of credit on Shares in
reliance on the class exemption granted in the Letter re: Derivative Products Committee of the Securities
Industry Association (“SIA”) (November 21, 2005), provided (1) that the AP does not receive from the Trust,
directly or indirectly, any payment, compensation or other economic incentive to promote or sell the Shares
to persons outside the Trust, other than non-cash compensation permitted under NASD Rule 2830(I)(5)
(A), (B), or (C); and (2) the AP does not extend, maintain or arrange for the extension or maintenance of
credit to or for a customer on Shares before thirty days from the start of trading in the Shares (except as
otherwise permitted pursuant to Rule 11d1-1). (See letter from Catherine McGuire, Chief Counsel, SEC
Division of Market Regulation, to SIA Derivative Products Committee, dated November 21, 2005, available on
www.sec.gov.)

Due Diligence

Before a member, member organization, allied member or employee thereof recommends a transaction in
the Shares, such person must exercise due diligence to learn the essential facts relative to the customer
pursuant to Exchange Rule 405, and must determine that the recommendation complies with all other
applicable Exchange and Federal rules and regulations. A person making such recommendation should have
a reasonable basis for believing, at the time of making the recommendation, that the customer has sufficient
knowledge and experience in financial matters that he or she may reasonably be expected to be capable of
evaluating the risks and any special characteristics of the recommended transaction, and is financially able to
bear the risks of the recommended transaction.

Trading Halts

In order to halt the trading of the Shares, the Exchange may consider, among other things, factors such as
the extent to which trading is not occurring in CERFs or underlying commodities or whether other unusual
conditions or circumstances detrimental to the maintenance of a fair and orderly market are present. In
addition, trading in Shares is subject to trading halts caused by extraordinary market volatility pursuant to
Exchange Rule 80B (“Circuit Breaker”).

Prospectus Delivery

Members are advised to consult the section entitled “Plan of Distribution” in the Trust's prospectus with
respect to the prospectus-delivery requirements relating to the Shares.

Specifically, the Trust's prospectus provides:

Because new Shares can be created and issued on an ongoing basis, at any point during the life of the Trust,
a “distribution”, as such term is used in the Securities Act, will be occurring. Authorized Participants, other
broker-dealers and other persons are cautioned that some of their activities may result in their being deemed
participants in a distribution in a manner that would render them statutory underwriters and subject them to
the prospectus-delivery and liability provisions of the Securities Act.

For example, an Authorized Participant, other broker-dealer firm or its client will be deemed a statutory
underwriter if it purchases a Basket from the Trust, breaks the Basket down into the constituent Shares
and sells the Shares to its customers; or if it chooses to couple the creation of a supply of new Shares with
an active selling effort involving solicitation of secondary market demand for the Shares. A determination
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of whether a particular market participant is an underwriter must take into account all the facts and
circumstances pertaining to the activities of the broker-dealer or its client in the particular case, and the
examples mentioned above should not be considered a complete description of all the activities that would
lead to designation as an underwriter and subject them to the prospectus-delivery and liability provisions of
the Securities Act.

Surveillance

The Exchange's surveillance procedures applicable to equity securities will be used for the Shares.

Questions concerning the matters discussed in this Memorandum may be addressed as follows:

General Questions
Michael Cavalier (212) 656-2474 (Office of the General Counsel)
Questions on:
Suitability Steve Kasprzak (Member Firm Regulation)

(212) 656-5226
Exchange Rules Daniel M. Labovitz (Market Surveillance)

(212) 656-2081

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Attachments

EXHIBIT A

Text of Rules 1300B and 1301B

Rule 1300B

(a) The provisions of this Rule 1300B series apply only to Commodity Trust Shares. The term
“Commodity Trust Shares” as used in this Rule and in Rule 1301B means a security that (a) is
issued by a trust (“Trust”) which (i) is a commodity pool that is managed by a commodity pool
operator registered as such with the Commodity Futures Trading Commission, and (ii) which holds
positions in futures contracts on a specified commodity index, or interests in a commodity pool
which, in turn, holds such positions; (b) when aggregated in some specified minimum number may
be surrendered to the Trust by the beneficial owner to receive positions in futures contracts on a
specified index and cash or short term securities. The term “futures contract” is commonly known
as a “contract of sale of a commodity for future delivery” set forth in Section 2(a) of the Commodity
Exchange Act. While Commodity Trust Shares are not technically Investment Company Units and
thus are not covered by Rule 1100, all other rules that reference “Investment Company Units,” as
defined and used in Para. 703.16 of the Listed Company Manual, including, but not limited to Rules
13, 36.30, 98, 104, 460.10, 1002, and 1005 shall also apply to Commodity Trust Shares. When
these rules reference Investment Company Units, the word “index” (or derivative or similar words)
will be deemed to be the applicable commodity index and the word “security” (or derivative or similar
words) will be deemed to be “Commodity Trust Shares”.

(b) As is the case with Investment Company Units, paragraph (m) of the Guidelines to Rule 105 shall
also apply to Commodity Trust Shares. Specifically, Rule 105(m) shall be deemed to prohibit an
equity specialist, his member organization, other member, allied member or approved person
in such member organization or officer or employee thereof from acting as a market maker or
functioning in any capacity involving market-making responsibilities in the physical commodities
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included in, or options, futures or options on futures on, the index underlying an issue of Commodity
Trust Shares, or any other derivatives based on such index or based on any commodity included in
such index. However, an approved person of an equity specialist entitled to an exemption from Rule
105(m) under Rule 98 may act in a market making capacity, other than as a specialist in the same
issue of Commodity Trust Shares in another market center, in physical commodities included in, or
options, futures or options on futures on, the index underlying an issue of Commodity Trust Shares,
or any other derivatives based on such index or based on any commodity included in such index.

(c) Except to the extent that specific provisions in this Rule govern, or unless the context otherwise
requires, the provisions of all Exchange Rules and policies shall be applicable to the trading of
Commodity Trust Shares on the Exchange. Pursuant to Exchange Rule 3 (“Security”), Commodity
Trust Shares are included within the definition of “security” or “securities” as those terms are used in
the rules of the Exchange.

Rule 1301B

(a) The member organization acting as specialist in Commodity Trust Shares is obligated to conduct
all trading in the Shares in its specialist account, subject only to the ability to have one or more
investment accounts, all of which must be reported to the Exchange. (See Rules 104.12 and
104.13.) In addition, the member organization acting as specialist in Commodity Trust Shares must
file with the Exchange in a manner prescribed by the Exchange and keep current a list identifying
all accounts for trading in the physical commodities included in, or options, futures or options
on futures on, an index underlying an issue of Commodity Trust Shares in which the member
organization acts as specialist, or any other derivatives based on such index or based on any
commodity included in such index, which the member organization acting as specialist may have
or over which it may exercise investment discretion. No member organization acting as specialist
in Commodity Trust Shares shall trade in physical commodities included in, or options, futures
or options on futures on, an index underlying an issue of Commodity Trust Shares in which the
member organization acts as specialist, or any other derivatives based on such index or based on
any commodity included in such index, in an account in which a member organization acting as
specialist, directly or indirectly, controls trading activities, or has a direct interest in the profits or
losses thereof, which has not been reported to the Exchange as required hereby.

(b) In addition to the existing obligations under Exchange rules regarding the production of books and
records (see, e.g., Rule 476(a)(11)), the member organization acting as specialist in Commodity
Trust Shares shall make available to the Exchange such books, records or other information
pertaining to transactions by such entity or any member, allied member, approved person,
registered or non-registered employee affiliated with such entity for its or their own accounts in
options, futures or options on futures on, an index underlying an issue of Commodity Trust Shares
in which the member organization acts as specialist; or in any commodity included in such index; or
in any other derivatives based on such index or based on any commodity included in such index, as
may be requested by the Exchange.

(c) In connection with trading any physical commodity included in, or options, futures or options
on futures on, an index underlying an issue of Commodity Trust Shares in which the member
organization acts as specialist, or any other derivatives based on such index (including Commodity
Trust Shares) or based on any commodity included in such index, the specialist registered as such
in an issue of Commodity Trust Shares shall not use any material nonpublic information received
from any person associated with a member or employee of such person regarding trading by such
person or employee in the options, futures or options on futures [of] on an index underlying an issue
of Commodity Trust Shares in which the member organization acts as specialist; or in any other
derivatives on such index; or in any commodity included in such index or any derivatives on such
commodity.

Supplementary Material:
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.10 The provisions of Rule 1300B (b) and Rule 1301B shall apply to securities listed on the Exchange
pursuant to Section 703.19 (“Other Securities”) of the Listed Company Manual where the price of such
securities is based in whole or part on the price of (a) a commodity or commodities, (b) any futures contracts
or other derivatives based on a commodity or commodities; or (c) any index based on either (a) or (b) above.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  The bid-ask price of Shares is determined using the highest bid and lowest offer as of the time of
calculation of the NAV.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 06-51

Click to open document in a browser

July 3, 2006

   ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: INDEPENDENT CONTRACTOR ARRANGEMENTS

Synopsis

The Securities and Exchange Commission has approved amendments 1   (the “Amendments”) to the
Interpretation of NYSE Rule 345 (“Employees - Registration, Approval, Records) that eliminate the
requirement that proposed independent contractor arrangements be submitted to the New York Stock
Exchange LLC (the “Exchange”) for approval. Further, the Amendments eliminate the general prohibition
against the assertion of independent contractor status by persons who have been delegated supervisory
responsibility pursuant to Rule 342 (“Supervision - Approval, Supervision and Control”). The revised
Interpretation, which is effective immediately, is attached as Exhibit A.

Amendments to the Interpretation of Rule 345

NYSE Rule 345(a) requires that natural persons performing certain prescribed duties on behalf of a member

organization be registered with and qualified by the Exchange. 2   The Interpretation of Rule 345(a) 3  
has long permitted registered representatives associated with a member organization to assert the status
of “independent contractor” provided such designation does not in any way compromise such person's
characterization and treatment as an “employee” of their associated member organization for purposes of the
rules of the Exchange.

The Interpretation has heretofore required member organizations to notify the Exchange before entering
into an independent contractor arrangement and to submit, for approval, written representations in which the
prospective independent contractor submits to the jurisdiction of the Exchange and the member organization
acknowledges its responsibility to supervise the independent contractor as an employee. The Interpretation
has further required submittal of the contract between the parties.

The Amendments eliminate the requirement to submit these representations to the Exchange since the
underlying regulatory purpose (to provide notice to the Exchange of independent contractor arrangements)

is now otherwise served. Specifically, Form U4 4   applications are now processed through the Central
Registration Depository (“CRD”) System. The recently revised version of Form U4 requires registration
applicants to disclose if they will be maintaining an independent contractor relationship with the member
organization that will be carrying the registration. This provides notice to the Exchange of all independent
contractor relationships between registered persons and member organizations, thereby obviating the need to
submit duplicative notice.

Further, by executing Form U4, the independent contractor signatory agrees to abide by the rules of any self-
regulatory organization to which their member organization is subject, thereby establishing the jurisdictional
reach formerly provided by the abovenoted written representations to the Exchange.

Though these regulatory controls are now in place, the Exchange believes it is important to explicitly confirm
the regulatory obligations associated with independent contractor arrangements. Thus, the representations
formerly submitted to the Exchange have been substantively and prescriptively retained. Accordingly, the
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amended Interpretation of Rule 345 requires all independent contractor arrangements to comply with the
following:

1. The member organization must directly supervise and control all activities effected on its behalf by
independent contractors to the same degree and extent that it is required to regulate the activities of
all other persons registered with such member organization, consistent with Rule 342 and all other
applicable Exchange rules, for example:

a) The member organization must ensure that any dual employment arrangement involving
an independent contractor complies with Exchange Rule 346.

b) The member organization must ensure that: the independent contractor is covered by
the organization's fidelity insurance bond; such person is not subject to a “statutory
disqualification” (as defined in Section 3(a)(39) of the Securities Exchange Act of 1934);
and that he or she is in compliance with applicable state Blue Sky provisions.

c) The member organization must ensure that notification of the initiation and cessation of
independent contractor status and other required amendments be appropriately evidenced
on Form U4 or Form U5, as applicable.

2. The member organizations must obtain the written concurrence of each individual asserting
independent contractor status that he or she will be subject to the direct, detailed supervision,
control and discipline of the member organization, and will be bound by the relevant rules,
standards and guidelines of the member organization. Further, the prospective independent
contractor must attest that he or she will be deemed an employee of the member organization and,
as such, will be fully subject to the jurisdiction of the Exchange and that the Exchange is a third-
party beneficiary of any such attestation.

The purpose behind continuing to require this written concurrence is to better assure that prospective
independent contractors are fully aware of the regulatory arrangement into which they are entering. The
amended Interpretation includes an updated “Consent to Jurisdiction” template to be used for this purpose.
Agreements executed pursuant to this provision need not be submitted to, or approved by, the Exchange.
However, each such agreement must be maintained together with its corresponding executed independent
contractor agreement and must be promptly provided to the Exchange upon request.

The amended Interpretation continues to make clear that it does not permit the incorporation of registered
representatives. However, the general prohibition against persons who have been delegated supervisory
responsibility asserting independent contractor status has been removed (except with respect to principal

executive officers 5   of a member organization).

Questions regarding this Information Memorandum may be addressed to Peggy Germino at (212) 656-8450,
to Stephen Kasprzak at (212) 656-5226, or to Gregory Taylor at (212) 656-2920.

________________________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Attachments

Exhibit A

Interpretation Text

Additions are Underscored

Deletions are [Bracketed]
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Rule 345 EMPLOYEES — REGISTRATION, APPROVAL, RECORDS

(a) REGISTRATION

/01 NO CHANGES

/02 “Independent Contractors”

The establishment of “independent contractor” status between a natural person registered with and qualified
by the Exchange and a member organization is permitted only if it does not in any way compromise such
person's characterization and treatment as an “employee” of their associated member organization for
purposes of the Rules of the Exchange. Though not an exhaustive list, the following regulatory requirements
must be fulfilled by a member organization that enters into an arrangement with any person asserting
independent contractor status:

1. The member organization must directly supervise and control all activities effected on its behalf by
independent contractors to the same degree and extent that it is required to regulate the activities of all
other persons registered with such member organization, consistent with Rule 342 and all other applicable
Exchange rules, for example:

a) The member organization must ensure that any dual employment arrangement involving an independent
contractor complies with Exchange Rule 346.

b) The member organization must ensure that: the independent contractor is covered by the organization's
fidelity insurance bond; such person is not subject to a “statutory disqualification” (as defined in Section 3(a)
(39) of the Securities Exchange Act of 1934); and that he or she is in compliance with applicable state Blue
Sky provisions.

c) The member organization must ensure that notification of the initiation and cessation of independent
contractor status and other required amendments be appropriately evidenced on Form U4 or Form U5, as
applicable.

2. The member organization s must obtain the written concurrence of each individual asserting independent
contractor status that he or she will be subject to the direct, detailed supervision, control and discipline of
the member organization, and will be bound by the relevant rules, standards and guidelines of the member
organization. Further, the prospective independent contractor must attest that he or she will be deemed an
employee of the member organization and, as such, will be fully subject to the jurisdiction of the Exchange.
The Exchange is a third-party beneficiary of any such attestation. The “Consent to Jurisdiction” form, included
below, must be used for this purpose.

“Consent to Jurisdiction” forms executed pursuant to this Interpretation are not required to be submitted to,
or approved by, the Exchange. However, all such forms must be maintained together with the corresponding
executed independent contractor agreement and must be promptly provided to the Exchange upon request.

This Interpretation does not permit the incorporation of registered representatives nor does it permit the
assertion of independent contractor status by any principal executive officer of a member organization.

[/02 “Independent Contractors”

The Exchange will not object to the assertion by a natural person registered representative of independent
contractor status if such status will not preclude his or her characterization and treatment as an “employee”
for purposes of the Constitution and Rules of the Exchange. Such salesperson and the member organization
must agree that the natural person is subject to the organization's direct, detailed supervision, control and
discipline and is covered by its fidelity bond.

Once a member organization approves a registered representative's status of Independent Contractor the
following conditions must be met:
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1. The member organization provides written assurances to the Exchange that it will supervise and control all
activities of the Independent Contractor effected on its behalf, to the same degree and extent that it regulates
the activities of all other RRs and in a manner consistent with Rule 342;

2. The member organization submits to the Exchange a copy of a written agreement between the
Independent Contractor and the member organization which provides that the Independent Contractor will
engage in securities related activities solely on behalf of the member organization (except as otherwise
explicitly may be permitted by the member organization in writing), that such securities related activities
will be subject to the direct, detailed supervision, control and discipline of the member organization, that
such person is not subject to a “statutory disqualification” (as defined in Section 3(a)(39) of the Securities
Exchange Act of 1934) and that nothing therein will negate any of the foregoing;

3. The individual submits to the Exchange an undertaking (see Exhibit A) subjecting his or herself to the
jurisdiction of the Exchange; and

4. The member organization provides the Exchange with assurances that the individual is covered by the
organization's fidelity insurance and that compliance has been had with applicable state Blue Sky provisions.

Written notification of the cessation of independent contractor status is to be given to the Qualifications and
Registrations Department of the Exchange.

This interpretation does not apply to persons delegated supervisory functions (e.g., Branch Office Manager,
pursuant to Rule 342(b)(1) nor does it permit the incorporation of registered representatives. (See
Interpretation Memo No. 78-7 dated December 27, 1978.)

This interpretation does not preclude a registered representative who is the sole employee in a small office
(e.g., residence office) or a registered representative who is designated as “in-charge” pursuant to Rule
342.15, provided such person has not been assigned or delegated supervisory duties, from asserting and
obtaining approval for independent contractor status.

A registered representative who is designated as “in-charge” and who seeks status as an Independent
Contractor must submit all of the documentation required in items 1 through 4, above, as well as a written
statement by the member or member organization that it has not assigned or delegated any supervisory
responsibilities to the registered representative-in-charge.]

CONSENT TO JURISDICTION

In consideration of [the New York Stock Exchange, Inc.'s (the “Exchange”) receipt and consideration of] my
application as a “registered person” [representative,”] associated with ______________ , I agree that:

(a) I am and shall remain subject to the direct, detailed supervision, control and discipline of
_____________________ with respect to any and all activities engaged in by me related to the securities
business, and any other business engaged in by _____________________, and agree to be bound by the
relevant, rules, standards and guidelines of _____________________ regarding duties and responsibilities
governing my conduct.

(b) For all purposes of the [Constitution and] Rules of [the] New York Stock Exchange LLC (the “Exchange”)
I shall be deemed to be an employee of _____________________. I am and shall remain fully subject to the
jurisdiction of the Exchange and to the [Constitution and] Rules of the Exchange presently obtaining or as
they shall from time to time be amended, including, but not by way of limitation, all penalties, prohibitions or
limitations provided for therein, as they apply to an “employee” of a member organization of the Exchange,
and I shall at all times conduct myself in accordance with said [Constitution and] Rules.

______________________________

Date

______________________________
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Signature of Employee

______________________________

Name of Employee

______________________________

Social Security Number

______________________________

Full Name of Member Organization and [a] Address of [b] Branch Office [location]

* * * * *

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See SEC Release 34-54012 (June 16, 2006), 71 FR 36380 (June 26, 2006).
2  NYSE Rule 345(a) states that "[n]o…member organization shall permit any natural person to perform

regularly the duties customarily performed by (i) a registered representative, (ii) a securities lending
representative, (iii) a securities trader or (iv) a direct supervisor of (i), (ii) or (iii) above, unless such
person shall have been registered with, qualified by and is acceptable to the Exchange."

3  See NYSE Interpretation Handbook, Rule 345(a)/02.
4  Uniform Application for Securities Industry Registration or Transfer. Form U4 includes information such

as an individual's ten-year employment history, five-year residential history, education, disciplinary
actions, disclosure information, and the self-regulatory organization of registration.

5  See Rule 311(b)(5).
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July 3, 2006

   ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: EFFECTIVE DATES FOR SECTION 312 OF THE USA PATRIOT ACT

Section 312 of the USA PATRIOT Act requires U.S. financial institutions, including broker dealers, to
establish due diligence policies, procedures, and controls reasonably designed to detect and report money
laundering through correspondent accounts and private banking accounts that U.S. financial institutions
establish or maintain for non-U.S. persons. Correspondent accounts, in this context, include any account
established for a foreign financial institution to receive deposits from, or to make payments or other
disbursements on behalf of, the foreign financial institution, or to handle other financial transactions related to
such foreign financial institution.

On December 21, 2005 the U.S. Treasury Department and the Financial Crimes Enforcement Network
(“FinCEN”) issued a “final rule” regarding section 312 which sets forth the requirements regarding the
due diligence and special due diligence programs for private banking accounts, and due diligence for
correspondent accounts for non-U.S. persons.

As a reminder to all member organizations, these provisions become effective July 5, 2006 with respect to all
“new accounts” established after that date. The provisions become effective October 2, 2006 with respect to
all “existing accounts” opened prior to July 5, 2006.

Information regarding section 312, including the final rule release and a section 312 Fact Sheet, can be found
at http://www.fincen.gov/section312.pdf.

Questions regarding this Information Memo may be directed to Stephen Kasprzak at (212) 656-5226.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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July 3, 2006

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW RULE 80A COLLARS AND RULE 80B CIRCUIT BREAKER LEVELS FOR THIRD
QUARTER 2006

EFFECTIVE July 1, 2006 through September 30, 2006

• Rule 80A restrictions on index arbitrage trading in component stocks of the S&P 500 Stock Price
Index will be imposed when the NYSE Composite Index (also known as NYA) is above or below
its closing value on the previous trading day by:

150 points or more
• Rule 80A restrictions will be removed when the NYSE Composite Index is above or below its

closing value on the previous trading day by:

70 points or less
• Index arbitrage order entry restrictions will be re-imposed each time the NYSE Composite Index

advances or declines

150 points from the prior day's close.
• Rule 80B trading halts will be triggered when the Dow Jones Industrial Average (“DJIA”) declines

below its closing value on the previous trading day by:

1,100 points (Level 1)

2,200 points (Level 2)

3,300 points (Level 3)

Rule 80A

Whenever Rule 80A collars are in effect due to a decline in the NYSE Composite Index, all index arbitrage
orders to sell any component stock of the S & P 500 Stock Price Index must be marked “sell plus”; and
whenever the collars are in effect due to an advance in the NYSE Composite Index, all index arbitrage
orders to buy must be marked “buy minus.”

Rule 80B

Whenever a Rule 80B circuit breaker is in effect, trading in all stocks on the Exchange will halt for the time
periods specified below.

Level 1 Halt

a) before 2:00 p.m. — one hour;
b) at 2:00 p.m. or later but before 2:30 p.m. — 30 minutes;
c) at 2:30 p.m. or later — trading shall continue, unless there is a Level 2 Halt.

Level 2 Halt

a) before 1:00 p.m. — two hours;
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b) at 1:00 p.m. or later but before 2:00 p.m. — one hour;
c) at 2:00 p.m. or later — trading shall halt and not resume for the remainder of the day.

Level 3 Halt

at any time — trading shall halt and not resume for the remainder of the day.

A complete discussion of the calculation of trigger values for Rule 80B was published in Information Memo
No. 98-15, dated April 13, 1998.

Questions concerning these matters may be addressed to Deanna Logan at (212) 656-2389 or David Matta
at (212) 656-4717.

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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June 30, 2006

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, CHIEF OPERATIONS OFFICER,
COMPLIANCE OFFICER, LEGAL AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AUTOMATED SUBMISSION OF TRADING DATA - RULE 410A

Attached is a notice that is being issued by the self-regulatory organizations (SROs) acting jointly as

members of the Intermarket Surveillance Group (ISG) 1   concerning the automated submission of trading
information via the Electronic Blue Sheet (EBS) System.

The Notice addresses Frequently Asked Questions re: EBS submissions and provides additional information
on the validation and remediation requirements of certain data fields in a Firm's EBS submission.

Questions concerning this circular should be directed to John Kroog, Director, Market Trading Analysis I at
212.656.6532.

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Attachments

Intermarket Surveillance Group

REGULATORY MEMORANDUM ISG 2006-02

ATTENTION: Chief Executive Officer, Managing Partner, Chief Operations Officer, Compliance Officer, Legal
and Compliance Departments

TO: All Members and Member Organizations

FROM: Intermarket Surveillance Group

DATE: June 30, 2006

SUBJECT: Frequently Asked Questions re: Electronic Blue Sheet Submissions / Intermarket

Surveillance Group (“ISG”) 1 

On September 7, 2005, self-regulatory organizations (“SROs”), acting jointly as members of the Intermarket
Surveillance Group, issued ISG Regulatory Memorandum 2005-01 (the “2005-01 ISG Notice”) concerning the
automated submission of trading information via the Electronic Blue Sheet (“EBS”) System. The 2005-01 ISG
Notice reiterated requirements for accurate and timely EBS reporting. The 2005-01 ISG Notice also required
that by no later than March 31, 2006, members and member organizations conduct and complete a validation
of certain required EBS data to ensure that EBS transmissions are consistent with current standards and
accurately reflect members' books and records. Attachment A of the 2005-01 ISG Notice, Record Layout for
Submission of Trading Information, indicated those layout records that required validation.

Recently, the SROs and the Securities Industry Association (“SIA”) engaged in a series of discussions with
respect to the EBS requirements. This Regulatory Memorandum addresses specific questions raised in those
discussions. The responses reflect a consensus of the ISG members.
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With regard to the Account Type Identifier and the Exchange Code fields, members and member
organizations will be given a remediation extension until December 31, 2006. Members and member
organizations are not required to remediate historical data for these two fields for trade dates on or before
December 31, 2006. All members and member organizations that are correcting inconsistencies in these two
fields shall provide written confirmation by electronic mail to their designated SRO that remediation has been
completed on or before December 31, 2006.

With regard to all other EBS fields, members and member organizations will be given a remediation extension
until September 30, 2006. Members and member organizations are not required to remediate historical data
for trade dates on or before September 30, 2006. All members and member organizations that are correcting
inconsistencies in any other EBS fields shall provide written confirmation by electronic mail to their designated
SRO that remediation has been completed on or before September 30, 2006.

Questions regarding this ISG Notice may be addressed to any of the following self-regulatory staff:
 

SRO Individual Telephone No. E-Mail
 

AMEX Robert Ulmer 212-306-1283 robert.ulmer@nasd.com
 

BSE Bruce Goodhue 617-235-2022 bruce.goodhue@bostonstock.com
 

CBOE Pat Sizemore 312-786-7752 sizemore@cboe.com
 

CHX Marguerite Donovan 312-663-2548 mdonovan@chx.com
 

ISE Willie Wong 212-897-8126 wwong@iseoptions.com
 

NASD Rose Braisted 240-386-4987 rose.braisted@nasd.com
 

NASDAQ John Zecca 301-978-8498 john.zecca@nasdaq.com
 

NSX Nicole Guiffra 312-786-8809 guiffran@nsx.com
 

NYSE John Kroog 212-656-6532 jkroog@nyse.com
 

NYSEArca John Chapin 312-442-7790 jchapin@nyse.com
 

PHLX Christopher Swisher 215-496-5680 chris.swisher@phlx.com
 

Any questions concerning the interpretation of SEC Rule 17a-25 under Section 17 of the Securities Exchange
Act of 1934 or need to report problems concerning EBS submissions to the SEC, should be brought to the
attention of:

 

Individual Telephone No. E-Mail
 

Joseph Cella 202-551-4951 cellaj@sec.gov
 

Alton Harvey 202-551-5691 harveya@sec.gov
 

Frequently Asked Questions 2 

Electronic Blue Sheet System

Field Name: Opposing Broker Number
Question 1: If the executing broker does not give the clearing firm the opposing

broker information, can the clearing firm leave the opposing broker
field blank, or is the clearing firm obligated to obtain and report that
information?

Answer 1: If the clearing firm has the information related to the opposing broker,
then it should report the information. If the clearing firm does not have the
information, then the field may be left blank.

Question 2: If a foreign affiliate does not reveal the opposing broker in a trade
involving foreign securities executed in a foreign market, is it acceptable
to leave this field blank?

Answer 2: Yes, it is acceptable to leave this field blank if the foreign affiliate does not
provide information regarding the opposing broker on the trade.
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Question 3: For “anonymous” trading exchanges, the exchange trading system does
not identify the contra-broker. Should firms report the omnibus clearing
number associated with the exchange in the opposing broker field?

Answer 3: Yes, however, if the market or exchange does not provide the opposing
broker, it is acceptable to leave the field blank.

Question 4: How do firms report the opposing broker for an average price trade?
Answer 4: For the individual market executions, the specific opposing broker should

be reported for each trade. For the allocation trades into an average price
recipient account, firms may leave the opposing broker field blank.

Question 5: Suppose a firm executes a trade with a contra-party that does not have
a National Securities Clearing Corp. (“NSCC”) number, but the firm
clears its trades with another firm that does have an NSCC number. In
the opposing broker field, should firms report the NSCC number for the
clearing firm of the opposing broker or the market participant identifier
(“MPID”) of the executing broker?

Answer 5: The NSCC number for the clearing firm for the opposing broker is preferable,
but the MPID of the clearing firm would be an acceptable alternative.

Question 6: For odd-lot transactions executed on the NYSE, the exchange trading
system does not provide the exchange mnemonic of the contra-broker.
Odd lots are cleared through the specialist.
For EBS reporting purposes should firms:
1. Leave the opposing broker field blank, to be consistent with the
information that the NYSE provides from its front office systems?
2. Report the NYSE/AMEX omnibus clearing number associated with
normal trades done through the specialists (0787 for NYSE or 0620 for
AMEX)? or
3. Derive the NSCC number of the individual specialist firm based on the
security?

Answer 6: In this scenario, the firm should know the opposing broker, so the firm must
report it.

Field Name: File Creation Date
Question 7: Is “file creation date” a required field?
Answer 7: Yes. This information should be inputted for the file creation date field.
Field Name: CUSIP Number
Question 8: Since foreign securities do not have U.S. CUSIP numbers, what should

firms report for foreign trades in the CUSIP field?
Answer 8: In the case of foreign securities, firms should use foreign identification

numbers, such as the International Securities Identification Number (ISIN), the
CUSIP International Numbering System (CINS) number, or the identification
code issued by the Stock Exchange Daily Official List (SEDOL).

Field Name: Ticker Symbol
Question 9: How should securities without U.S. symbols be handled? Are they out of

scope for EBS requests?
Answer 9: Non-U.S. securities are not out of the scope of EBS requests. When the

U.S. security is traded in a non-U.S. market, the ISG wants to see the U.S.
symbol. When the U.S. security is an American Depository Receipt (“ADR”) or
American Depository Share (“ADS”) and the ISG participant is also interested
in the home country or “Ordinary” shares, the ISG participant will send two
distinct EBS requests, one for the ADR or ADS and one for the “Ordinary”
shares. In this event, the firm should report the “Ordinary” symbol and the
corresponding non-U.S. identification number.

Question 10: Since there is no OPRA ticker symbol for foreign options, does that
mean they are out of scope?

Answer 10: No. Foreign ISG members could request information through the ISG.
Therefore, foreign securities could be requested and therefore EBS must be
reported.
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Question 11: Firms are still not clear when and if foreign transactions should be
reported.

Answer 11: See Questions 9 and 10 above.
Question 12: By specifying a ticker symbol as a required field, does this mean that

only securities with U.S. ticker symbols will be requested on an EBS
report?

Answer 12: See Questions 9 and 10 above.
Question 13: Do firms need to maintain EBS data for securities not listed on U.S.

markets?
Answer 13: Yes.
Field Name: Settlement Date
Question 14: For “when issued” trades, should firms leave the settlement date blank,

or should firms report the corrected settlement date of the transaction
once it is established?

Answer 14: If firms do not know the settlement date, the field should be blank.
Field Name: Quantity
Question 15: The EBS file format accepts only whole numbers. How do firms report

fractional shares, for example, for international securities?
Answer 15: It is acceptable for submitting firms to truncate to the whole share any

quantities that are in fractional shares. For example, 100.5 shares may be
reported as 100 shares.

Field Name: Price
Question 16: For trades executed in a foreign currency, what exchange rate should be

used to translate the trade price into U.S. dollars? Is it acceptable to use
the noon buying rate used by the Federal Reserve?

Answer 16: The use of the Federal Reserve noon buying rate is acceptable. The firm may
use an alternative foreign exchange rate, as long as any such exchange rate
used is applied consistently in all EBS reporting by the firm.

Field Name: Exchange Code
Question 17: The NASD ADF requires a “Q” code. What is the NASD ADF?
Answer 17: The NASD ADF is the “Alternative Display Facility.” For more information, go

to http://www.nasdaqtrader.com or http://www.nasd.com.
Question 18: If the NASD ADF is not an execution venue, but only a display tool, when

would it ever produce a trade execution that would be reported through
the EBS?

Answer 18: Currently, there will be no occasion to report “Q” for NASD ADF trades through
the EBS. However, this code is reserved for future use in the event that the
NASD ADF ever executes trades.

Question 19: What code should be assigned to electronic communications network
(“ECN”) trades: “Z” or “O”?

Answer 19: ECN trades should all be coded as “Z.”
Question 20: How should trades executed on the INET ATS, Inc. (“INET”) ECN and

Brass ECN (“BRUT”) be reported on the EBS after they have become
part of the NASDAQ and after NASDAQ has become an exchange?

Answer 20: After the conversion of INET and BRUT from independent ECNs to
components of the NASDAQ trading system, they should be reported as “R.”
Prior to this conversion, these ECNs should be reported as “Z.” After NASDAQ
has become an exchange, trades on the exchange should be reported as “R”.
Trades reported on the Trade Reporting Facility (“TRF”) should be reported as
“S”.

Question 21: What code should be assigned to Third Market trades of listed securities
executed on an exchange: “Z” or “S”?

Answer 21: Third Market trades should all be coded as “S” for OTC.
Question 22: Are the following applications of the exchange code correct?

• Broker-to-broker transactions cleared through NASDAQ Market
Center or TRACS: “S”
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• Listed securities executed OTC but not on SuperMontage (Third
Market): “S”

• Non-listed securities executed on an ECN: “Z”
• Listed securities executed on an ECN: “Z”
• Non-listed securities executed on SuperMontage: “R”
• OTC Bulletin Board transactions: “S”
• Pink Sheets transactions: “S”

Answer 22: The applications described above are correct.
Question 23: What exchange code should be assigned to trades posted to the

recipient of average price trades?
Answer 23: The exchange code should be left blank for the recipient of the average price

trades.
Field Name: Broker-Dealer Code
Question 24: Firms understand that if a transaction was done for another broker-

dealer, the broker-dealer code should be “1,” to indicate “yes.” What
does “done for” mean? Does it mean executed, or cleared, or both?

Answer 24: Both clearing and executing brokers are responsible for submitting this
code on their EBS submissions. “Done for” can mean either execution or
clearing, depending on the role that the submitting broker-dealer played in the
transaction.

Question 25: How should firms report the broker-dealer code if an executing broker-
dealer executes and clears a customer trade? Firms believe that the
executing broker should report a “1” if the customer is a broker-dealer
(or it is a customer of another broker-dealer) and a “0” if the customer is
not a broker-dealer. Is this correct?

Answer 25: Yes.
Question 26: What do clearing brokers report for trades that are cleared for their

correspondents (that is, their introducing brokers and executing
brokers)? Firms believe that clearing brokers should report “1” for these
trades since they are “done for” another broker-dealer. Is this correct?

Answer 26: Yes.
Question 27: What are the acceptable broker-dealer codes? Are they “1” and “2,” or

are they “0” and “1”?
Answer 27: The correct answers are “0” for “no” and “1” for “yes.”
Question 28: If an account is a disclosed account for the benefit of an underlying

client (e.g., XYZ broker-dealer FBO John Doe), should this be coded
as “broker-dealer,” or is the broker-dealer code limited to proprietary
accounts of broker-dealer clients?

Answer 28: This trade would be coded “1” for “yes,” as this is a trade for another broker-
dealer. The designation of a trade as a “broker-dealer” trade is not limited
to proprietary trades of broker-dealers. The “broker-dealer” designation also
includes non-proprietary trades done for another broker-dealer.

Question 29: Should firms code a “flip,” or a trade in an omnibus account, as “broker-
dealer”?

Answer 29: Yes. Both the executing broker and the clearing broker would report these
transaction types as “1” for “yes.”

Question 30: When a member firm is the executing broker and its trades settle at a
prime broker, should these trades have a value of “0” for “no” or “1” for
“yes”?

Answer 30: Trades executed by an executing broker that will be delivered to a prime
broker should be designated according to the broker-dealer status of the
executing broker's customer.
The executing broker should input a “1” for “yes” in the broker-dealer code
field on its EBS submission, signifying that the account belongs to another
broker-dealer, and input the NSCC clearing number of the prime broker in the
prime broker field.
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The prime broker would input a “0” for “no” in the broker-dealer code field on
its EBS submission, signifying that the account is not one of another broker/
dealer, and its own NSCC clearing number in the prime broker field.

Question 31: What code should be used when a broker-dealer trades for its own
account?

Answer 31: Proprietary trades by broker-dealers are always coded as “0.” Trades are only
coded as “1” if they are done for another broker-dealer. Note that clearing
brokers that execute for their own accounts would also code these trades as
“0.”

Question 32: Should trades done for foreign affiliates be marked as broker-dealer
trades?

Answer 32: Trades done for foreign affiliates would be categorized as correspondent or
omnibus trades. Therefore, as noted above in Question 29, they would be
coded “1.”

Question 33: Should prime broker trades being reported by the prime broker be
marked as broker-dealer trades?

Answer 33: Trades that are reported by a prime broker should be coded “0,” as these
trades can only be for non-broker-dealer customers.

Field Name: Solicited Code
Question 34: How should firms report trades from a “non-retail” environment? Is it

permissible to default to “unsolicited” in absence of information to the
contrary?

Answer 34: It is acceptable to leave the field blank if a submitting firm does not know the
solicited/unsolicited status of the trade.

Field Name: Branch Office/Registered Representative Number
Question 35: Should the Branch Office value on the EBS match the NYSE EFP branch

codes?
Answer 35: No.
Question 36: When reporting the registered representative number for institutional

business, can firms use a generic number for trades handled by a
specific trading desk, such as the program trading desk, or must firms
report the registered representative number of the individual sales trader
who handled the order?

Answer 36: While it is preferable that firms report the registered representative
number assigned to the individual trader, it is acceptable for the registered
representative number to be the number assigned to a trading desk.

Question 37: Should the registered representative number be associated with
individual trades or to all trades for a particular account?

Answer 37: It is preferable that firms report the registered representative number of
the individual trader associated with the individual trade in order to provide
the most granularity as to who handled the order or trade. However, it is
acceptable to report the registered representative number associated with an
account if the registered representative number of the trader is not available
for the trade.

Field Name: Date Account Opened
Question 38: Is “date account opened” a required field for proprietary accounts?
Answer 38: The information should be reported if it is known. Otherwise, the field may be

left blank.
Field Name: Short Name Field
Question 39: How should the short name field be handled for non-individual accounts,

such as corporate accounts, hedge funds, and firm accounts?
Answer 39: If a firm has the information readily available, then it is preferable that the firm

includes as much of the account name as possible.
Question 40: Since this field is not listed as one requiring validation, is it required on

all transactions submitted through the EBS?
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Answer 40: If a firm has the information readily available, then it is preferable that the firm
includes the information. Otherwise, the field may be left blank.

Field Name: Employer Name
Question 41: Is “employer name” currently a required field?
Answer 41: If the firm has the information readily available, then it is preferable that the

firm includes the information.
Field Names: TIN 1 Indicator and TIN 2 Indicator
Question 42: What do firms report if the customer is a foreign broker-dealer and has

no tax identification number (“TIN”)?
Answer 42: The field should be left blank.
Question 43: Do firms report the TIN for firm accounts? Do average price accounts

require a TIN?
Answer 43: For average price accounts, the field should be left blank. For other firm

accounts, report the company's TIN.
Field Name: Name & Address Lines 1-6
Question 44: What account information should the firm submit for processing

accounts? For example, what information should the firm report for an
allocation/average price account?

Answer 44: The ISG has previously indicated that the account name of proprietary
accounts should not be a cryptic code or reference number. Instead, the
account name should make clear the nature of the account with all relevant
information, including, without limitation, if it is a processing account or an
allocation/average price account or otherwise.

Question 45: According to SEC Rule 17a-25, submitting firms do not need to give
account name and address information for proprietary accounts.
However, firms understand that this information would now be required
for proprietary accounts. Which view is the correct one?

Answer 45: The account name and address information should be provided for proprietary
accounts.

Question 46: For trades that are sent to a prime broker, is it acceptable to use the
address of the prime broker receiving the trade or must the address of
the account's beneficial owner be used?

Answer 46: It is acceptable to use the address of the prime broker.
Field Name: Account Type Identifiers
Question 47: Are firms required to submit all possible account type identifiers

according to all of the different exchanges and their unique sets of
codes, or may firms limit their submission to only those account type
identifiers listed in Attachment B of the 2005-01 ISG Notice?

Answer 47: Firms only need to report those account type identifiers that are listed in
Attachment B of the 2005-01 ISG Notice or any future changes that may be
made by members of the ISG.

Question 48: How should firm report the account type identifiers when trades from
multiple customers are averaged together and each has a different
account type code? For example, suppose an introducing broker has
several clients for whom he acts as a money manager. Some of the
clients are individuals and others are institutions. The introducing broker
has a trading account with his executing broker to handle the order flow.
The introducing broker sends a single order to his executing broker for
the accounts of several different customers. The executing broker routes
the order to the NYSE for execution. What is the correct account type
identifier?

Answer 48: In the example presented above, with individual and institutional orders
aggregated together, the correct account type identifier is “A.”

Question 49: Can firms leave the account type identifier field blank for executions
processed through the average price account?
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Answer 49: Firms should provide the account type on the individual executions in an
average price/processing account. Clearing brokers should pass through to an
average price account any account type identifier codes that they have been
given by their executing and introducing brokers. However, if a clearing broker
is not given the information, then this field may be left blank.

Question 50: Do firms need to submit account type identifiers for short sale trades
executed into an average price account, or is this information only
required for trades executed directly into customer accounts?

Answer 50: Firms are required to submit account type identifiers for short sale trades
executed in an average price account.

Question 51: Previous guidance specified unique account identifier codes for NASD
EBS requests. The most current guidance from the 2005-01 ISG Notice
makes no mention of the NASD codes previously in use.
Should firms continue to use the previously announced NASD codes
even though they were not mentioned in the latest guidance, or should
firms assume these are obsolete and use only the codes specifically
mentioned in the 2005-01 ISG Notice? If so, then is there any additional
guidance on how firms should fit the NYSE originated codes in the
2005-01 ISG Notice to NASDAQ transactions?

Answer 51: For trades that are executed on NASDAQ, it is acceptable to use the basic “A”
and ”P” codes for “agency” and “proprietary.” NASD will accept the additional
codes from the 2005-01 ISG Notice, but these codes are not required. AMEX
trades should make use of the full set of NYSE originated codes listed in the
2005-01 ISG Notice.

Question 52: Firms are unsure when to use the options code “P” and when to use
options code “F.” Options code “P” is for “Registered Trader Market
Maker Transaction Regardless of the Clearing Number” and options
code “F” is for non-program proprietary trades. What is the definition of
a registered trader market maker? Are there any limits on whether these
trades should be principal or agency trades?

Answer 52: The “F” code applies to a clearing broker's proprietary option trades. The “P”
code is for a trade done by a Primary Market Maker (“PMM”). A PMM may
also be called a Designated Primary Market Maker (“DPM”) or Lead Market
Maker (“LMM”) depending on the Exchange. The PMM is a market maker that
has additional responsibilities similar to a specialist on an equity exchange.
The “M” code is for a market maker that does not have these additional
responsibilities. The “S” code is for an equity specialist executing option trades
for their own account. With respect to the AMEX, the “S” code will also be
used for the options' specialist executing trades in its specialty options.

Question 53: The new guidance from the 2005-01 ISG Notice specifies separate codes
for specialists and for competing market makers. Firms understand
that specialist codes should apply to designated specialists that trade
listed stock on the exchange floor. Furthermore, firms understand
that competing market maker codes apply to both Third Market OTC
Market Makers who trade listed stock OTC/NASDAQ, and NASDAQ
Market Makers who trade NASDAQ stock on the NASDAQ market. Is this
interpretation correct?

Answer 53: Yes.
Question 54: Many of the account type identifiers require firms to designate an

account as a “member” or a “non-member.” Firms understand that
trades should use a “member” account identifier code if the account
executing the trade is a member of the same exchange where the stock
is listed. Is this interpretation correct?

Answer 54: In connection with this question, the ISG was asked to consider the following
two scenarios.
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Under the first scenario, an introducing broker has a customer who is a
member of the NYSE, but not a member of the AMEX. The introducing broker
sends two orders on behalf of its customer in NYSE-listed securities to its
executing broker. When the introducing broker sends these orders, it does
not know where they will be executed. The executing broker routes one of the
orders to the NYSE and the other to the AMEX.
In addition, when the introducing broker delivers the orders to the executing
broker, the executing broker knows the membership status of the account.
When the executing broker routes the order, it knows the execution venue of
the trade and the listing origin of the security.
In this scenario, if member and non-member trades are aggregated together,
then the aggregated trade should default to a non-member ”A” code.
Under the second scenario, an introducing broker has a customer who is
a member of the NYSE. The introducing broker sends an order on behalf
of its customer in NYSE-listed securities to its executing broker. When the
introducing broker sends this order, it does not know where the order will be
executed. In this case, the executing broker routes this order to an ECN.
In this scenario, the membership status for a given trade is based on the
membership of the account and the venue of execution.

Question 55: How should a firm assign the account type identifier to a trade if the
trade can be categorized in more than one way?

Answer 55: In connection with this question, the ISG was asked to consider the following
two scenarios.
The first scenario involves a program trade that is also a proprietary market
maker trade. The correct account type identifier depends on the composition
of the program. If the program contains any exchange-traded stocks, then the
NYSE program trading account type identifier codes should be used. If the
program does not contain any exchange-traded stocks, then the P/A NASDAQ
codes should be used.
The second scenario involves a program trade with some component trades
that are short sale exempt. In this case, the program trades' account type
identifiers are the correct ones to use, and not the short exempt identifiers.

Question 56: How should the status of a “registered trader” be ascertained? Firms
understand that the definition of a “registered trader” (the “G” code)
includes “upstairs broker-dealers doing proprietary trades through an
affiliated floor broker.” Is this correct?

Answer 56: No. The “G” code is for trades done by a registered equity trader on the floor
of the exchange.

Field Name: Prime Broker
Question 57: What clearing number should be included in the prime broker field?

What should be reported if the submitting firm acted as prime broker?
Answer 57: An executing broker should report the NSCC clearing number of the prime

broker. For the same trade, a prime broker should report its own NSCC
clearing number. If an executing broker also acts as the prime broker, then it
should report its own NSCC clearing number.

Field Name: Average Price Account
Question 58: If a client order is facilitated through an “Average Price Facilitation

Account,” but the resulting execution of the order is filled through single
execution, should the transaction be reported as “average price”?

Answer 58: Yes.
Question 59: How should firms handle allocated trades that are derived from

underlying trades with mixed characteristics? For example, how should
an aggregated trade be coded if it is derived from underlying trades with
different account type codes or exchange codes?

Answer 59: For the individual market executions (i.e., the underlying trades), the specific
opposing broker, exchange code and account type identifier should be
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reported for each trade. However, these fields may be left blank for the
allocation trades into an average price recipient account.

Question 60: Multiple executions of an order for a customer can be rolled up such that
a customer receives one confirmation indicating an average price. For
example, suppose a customer enters an order for 200 IBM that is filled
in two lots of 100. Instead of receiving two separate confirmations, the
customer receives one confirmation at an average price. The individual
execution lots are reported on the EBS submission. Do these trades
need to be reflected on the EBS as an average price trade as well?

Answer 60: No.
Question 61: How should fair price trades/allocations be reported on the EBS? Is it

acceptable to treat fair price trades like average price trades in terms of
reporting the execution and the allocation, and for applying the average
price codes of “1” (average/fair price trade itself) and “2” (executions
that make-up average/fair price trade)?
Or for fair price trades/allocations, should only the execution be reported
(without the specific account holder information)?
Or for fair price trades/allocations, should only the allocations be
reported (with the specific account holder information)?

Answer 61: Fair price trades can be coded with the same methodology as average price
trades, in order to identify cases where both an execution and an allocation
are provided on the EBS - for double counting purposes. However, if a
firm processes fair price trades such that only the execution or allocation
is provided on the EBS, then it would be acceptable to report it without an
average price indicator.

Question 62: A customer sells long and short throughout the day. The trades are
appropriately identified for the street side fills as long sales and short
sales. The customer's transactions are averaged out at the end of the
day. What should be reflected in the Buy/Sell field for the account that
received the average price in this mixed capacity scenario?

Answer 62: In this mixed capacity scenario, the Buy/Sell field should reflect a long sale for
the account that received the average price.

Field Name: Depository Institution Identifier
Question 63: What is a Depository Institution Identifier?
Answer 63: The Depositary Institution Identifier is the identifier number assigned by the

depository institution. (See NASD Notice to Members 01-60.)
Other Topics
Field Validation
Question 64: Is there a general guideline as to when a firm may leave a particular EBS

field blank?
Answer 64: The general guideline is that a firm should report data if it has the data in its

possession. If that data is unattainable, then that EBS field may be left blank.
Question 65: What is the difference between required validation fields and fields

where validation is not required?
Answer 65: A non-validated field does not necessarily indicate that the information is

optional to report. To the extent that information in these fields have been
provided in the past, then it is expected that the firm continue to supply the
information.
For example, the Net Amount field is not a required field for validation and
the firm may or may not provide the information. However, the Requesting
Organization Number is also not a required field for validation, but the
information is necessary for the submission of the EBS.

Question 66: What is required to be reported to the ISG if a firm finds in its validation
process a discrepancy between the requirements and how or what the
firm has been submitting?
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Answer 66: If a firm discovers an error in its EBS process, then it should immediately self-
report gaps as follows:

• if the firm is a member of only one SRO, report to that SRO;
• if the firm is a member of multiple SROs including the NYSE, report to the

NYSE; or
• if the firm is a member of multiple SROs and is not a NYSE member,

report to the NASD.
Question 67: When a firm is acting as a clearing broker for transactions that are

executed away from it, the data attributes are outside the clearing
broker's sphere of control and are passed to it by the introducing broker
or the executing broker. Is it sufficient to validate that the information is
correctly passed to the firm's EBS and consistent with information on
the clearing firm's books and records?

Answer 67: A firm should report information that it has available. It should also make a
reasonable effort to ensure that the information it reports is accurate. If a firm
discovers that the information that it received from a client that the firm is
depending upon to make an EBS report is inaccurate, the firm should refer the
client to that client's Designated Examining Authority. See Question 66 above.

Scope of products/ transactions that are reportable through EBS
Question 68: Aside from common shares and exchange-traded options, there are

many other security types that are priced based on the underlying
value of corporate equity or debt. Are any of these other securities and
derivatives reportable through EBS, or are EBS submissions limited to
common shares and exchange-traded options?

Answer 68: All ISG SROs may make EBS requests for any securities traded. This may
include bonds (reporting face value amounts), foreign stocks (reporting foreign
ticker/ foreign identification number), domestic stock (reporting domestic
ticker and CUSIP), fixed income securities traded over the counter (such as
corporate and municipal bonds, and U.S. treasury securities), exchange-
traded options (listed) and structured products.

Question 69: How should listed bonds be reported through the EBS?
Answer 69: The reportable “quantity” should be the face value of the bonds, the “net

amount” should be the net proceeds, and the “symbol” should be the symbol
for the bond on the marketplace where the bond was traded. However, if the
bond trades on more than one marketplace, then provide the symbol of the
marketplace requesting the EBS.

Question 70: Is the scope of foreign securities reportable through EBS isolated to
only common stock/shares traded in foreign markets that have U.S.
equivalents? Does the scope of foreign securities reportable through
EBS include foreign bonds, foreign stock options, foreign index options,
etc.?

Answer 70: EBS requests will be for specific securities as indicated by a ticker symbol or
security identification number, including ISINs, CINS, or SEDOLs. Therefore,
firms will not be responsible for reporting related ADRs, preferreds, or any
other related classes of securities requested for an EBS report, unless that
other class is specifically requested. This is true for requests of both domestic
and foreign securities.

Question 71: Are fractional share purchases associated with equity dividend
reinvestment plans required to be shown on an EBS?

Answer 71: No. Only whole number of shares are reportable. See Question 15, above.
Question 72: Should clearing member trade agreement (“CMTA”) trades be included

in the executing firm's EBS submission? Should CMTA trades be
included in the clearing firm's EBS submission? Or both?

Answer 72: CMTA trades should be included in the firm's EBS submission. Executing firms
that do option trades and then CMTA the trade for clearance will be expected
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to know the trade details for an EBS submission. Each firm has to provide the
information the firm knows.

Question 73: Are firms required to report pre-settlement trade cancels/corrects
through the EBS? Is it acceptable to report, for a cancel/correct, only the
adjusted trade without reference to any cancels, or nothing in the case of
a straight cancel?

Answer 73: The firm's EBS submission should reflect the corrected settlement date
transaction information, since this is the information that is recorded on the
firm's books and records and accurately reflects the transactions. Therefore,
pre-settlement date adjustments do not need to be separately included on
the firm's EBS submission. However, a firm may include pre-settlement trade
adjustments if it prefers.

Information Confidentiality
Question 74: Does a clearing firm have to share the results of its EBS audit with its

introducing firms? What is a clearing firm's responsibility with respect to
the sharing of results?

Answer 74: The ISG leaves this to the firms' discretion.
Question 75: Is an executing firm required to pass on to its clearing firm all of the

information that a clearing firm will require to submit its own EBS
report?

Answer 75: Yes. The ISG requires that executing firms pass to their clearing brokers
all of the information that the clearing brokers will need to make their
EBS submissions correct with respect to the fields that require validation.
Additionally, the ISG would prefer that executing firms forward any other
information that the clearing firm may require to make their submission
complete.

Information Retention Time
Question 76: The 2005-01 ISG Notice indicated that member organizations are

required to maintain EBS information for the time set forth in SEC Rule
17a-4(b). That rule states that records should be preserved for three
years. However, from time to time, EBS requests are made for data that
is older than three years. Is the firm obligated to answer EBS requests
for periods exceeding the requirements of 17a-4(b)?

Answer 76: Firms should maintain certain transaction information for six years and other
information for three years. However, they only need to keep information
in an “easily accessible” place for two years. If an EBS request is received
for a period more than two years in the past, and that submission will take
longer than 10 days to deliver, the submitting firm should contact its SRO on
a case-by-case basis to discuss a reasonable timeframe for responding to the
request.

Executing Versus Clearing Broker Responsibilities
Question 77: Is it acceptable for the executing broker on CMTAs and give-ups not to

report these transactions since they are not processed on that firm's
books and records and the executing broker does not have any account
information to report in their EBS submission? For these trade types,
the clearing broker has all of the required information for the EBS report,
including the account name and account address.

Answer 77: Executing brokers should report give-ups and CMTA-out trades. See Question
72 above.

Question 78: For step-outs and flip-outs, does the executing broker report only the
execution with the street, or should the executing broker also report the
clearing transaction with the clearing broker?
Consider this example: an executing broker executes a buy trade for
a customer. After execution, the executing broker gives this customer
trade to its clearing broker through a “correspondent flip-out.” This
flip-out to the clearing broker appears as a sell trade and is a separate
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transaction in the books and records of the executing broker, distinct
from the buy trade done in the open market.
The clearing broker receives this trade as a “flip-in” and processes it
through the settlement cycle. The clearing broker reflects this flip-in as a
buy trade.

Answer 78: Step-outs and flip-outs should be reported. An executing firm should report
both its market executions and its clearing transactions to its clearing broker.
A clearing broker should report those clearing transactions it receives from its
executing clients.

Question 79: For transactions in which the firm is acting only as the clearing broker,
as with prime brokerage, step-ins or flip-ins, clearing typically occurs
on an aggregated basis and not at the individual execution level. Is it
acceptable to report these transactions in the aggregated form in which
they were cleared? If so, what is the appropriate account type indicator
and exchange code to be used for aggregated trades?

Answer 79: Prime brokers and clearing brokers should report in their EBS submission
transactions showing the trade data that they were given. For aggregated
trades, if the underlying transactions are of different types, then the clearing
broker or prime broker should leave those fields blank. See Question 75
above.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  American Stock Exchange, LLC (AMEX), Boston Stock Exchange, Inc. (BSE), Chicago Board Options
Exchange, Inc. (CBOE), Chicago Stock Exchange, Inc. (CHX), International Securities Exchange (ISE),
NASD Inc. (NASD), NASDAQ Stock Market LLC (NASDAQ), National Stock Exchange (NSX), New York
Stock Exchange, LLC (NYSE), NYSE Arca (NYSE Arca) and Philadelphia Stock Exchange, Inc. (PHLX).

1  This ISG Notice was prepared by the following self-regulatory organizations as members of the ISG:
American Stock Exchange LLC (AMEX), Boston Stock Exchange, Inc. (BSE), Chicago Board Options
Exchange, Inc. (CBOE), Chicago Stock Exchange, Inc. (CHX), International Securities Exchange (ISE),
NASD Inc. (NASD), NASDAQ Stock Market LLC (NASDAQ), National Stock Exchange (NSX), New York
Stock Exchange LLC (NYSE), NYSE Arca (NYSEArca) and Philadelphia Stock Exchange, Inc. (PHLX).

2  It should be noted that the SIA did not raise any questions for the following fields: Submitting Broker
Number, Requesting Organization Number, Submitting Broker Number, Trade Date, Net Amount, Buy/
Sell Code, State Code, Zip Code/Country Code and Account Number.
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June 27, 2006

   ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, LEGAL AND COMPLIANCE
DEPARTMENTS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO NYSE RULE 342 REGARDING RISK-BASED BRANCH OFFICE
INSPECTIONS

Background and Synopsis

The Securities and Exchange Commission (“SEC”) has approved 1   amendments (the “Amendments”) to
NYSE Rule 342 (“Offices - Approval, Supervision and Control”) that permit member organizations to exempt
certain branch offices from the general annual branch office inspection requirement of Rule 342 by utilizing an
Exchange-approved, risk-based branch office surveillance system (see Exhibit A).

The purpose of the Amendments is to provide member organizations with the flexibility to reduce inspections
of low-risk branch offices with good compliance records, so as to more efficiently utilize their surveillance and
compliance resources. This would be accomplished through the ongoing monitoring of prescribed branch
office criteria to distinguish those offices that warrant annual inspection from those that might not. The use
of such prescribed criteria will also enable member organizations to more effectively direct attention to
those regulatory risk areas most likely in need of closer scrutiny during the course of on-site inspections.
The Amendments, which are effective immediately, require that every branch office, without exception, be
inspected at least once every three calendar years.

Required Policies and Procedures

New Rule 342.25(A) outlines the policy and procedure requirements for any risk-based surveillance system
acceptable to the Exchange. Specifically, such policies and procedures are required, at minimum, to provide
for 1) flexibility to initiate “for cause” inspections, when circumstances warrant, of any branch office that has
been exempted from the standard annual inspection cycle; 2) inspection on an unannounced basis of no less
than half of the branch offices inspected each year; and 3) a system to allow employees to report compliance
issues on a confidential basis outside of the branch office chain of command.

The establishment of these policy and procedure requirements is intended to engender an environment
conducive to effective supervision and oversight by member organizations of both branch offices subject to
an annual inspection cycle as well as those exempted from the standard cycle. The “for cause” inspection
requirement makes clear that branch offices that have been deemed exempt from the standard annual
inspection cycle are not exempt from ongoing surveillance and supervision. For instance, if the profile
of an exempted office subsequently changes (with respect to the size or scope of its business activities
or significant changes in other risk-based criteria) the firm should reconsider the exemption. Further, in
instances where a firm rescinds an exemption from annual branch office inspection due to regulatory “red
flags” (e.g., registered representatives under special supervision; receipt of multiple customer complaints,
etc.) the rescission should remain in effect until the factors or conditions that prompted it have been
thoroughly resolved.

The use of unannounced branch office inspections is an effective means of enhancing the integrity of
the annual inspection process in that it encourages branch office personnel to properly view regulatory

compliance as an ongoing, day-to-day process. 2 
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The ability of employees located in branch offices to report compliance issues on a confidential basis
outside of the branch office chain of command should foster an atmosphere conducive to surfacing issues of
regulatory concern that may arise at the branch level, but might not be reflected in the prescribed risk criteria.
Knowledge of such compliance issues should further assist firm personnel in making “for-cause” branch office
inspection determinations.

Prescribed Criteria

Rule 342.25(B) outlines the minimal prescribed criteria required of any acceptable risk-based surveillance
system to determine exemptions from annual inspection. Since these factors constitute an individualized
regulatory portrait of each branch office, they also serve to direct attention to the risks that most need to be
addressed during on-site inspections.

Firms should tailor their risk-surveillance systems to adequately address the types of business lines in
which they engage. However, the basic risk-based criteria to be utilized by all firms should include, but not
necessarily be limited to, the following:

Business Profile

The size of the office (as represented by the number of registered representatives, the number of customers,
the volume of transactions and the aggregate customer assets held) as well as any significant increase in the
number of registered representatives or revenues, are quantitative considerations that a firm must carefully
assess before granting an exemption from annual inspection. Either individually or in aggregate, these
factors may indicate that an office's activity is so extensive that it should be inspected annually as a matter of
good practice, even in the absence of any regulatory or operational “red flags.” In fact, as discussed below,
certain quantitative thresholds, in and of themselves, disqualify offices from annual inspection exemption
consideration.

The incidence of concentrated securities positions in customers' accounts is included since highly
concentrated positions, particularly in securities not recommended by the firm, may be indicative of unsuitable
or highly leveraged activity.

The nature of the business conducted and the sales practice risk to investors associated with the product
mix of the branch office are factors required to be considered, as would be the prevalence of certain types of
investment strategies. For example, a high level of low-priced equities (e.g., penny stocks) might be indicative
of potential sales practices problems.

The number of accounts serviced on a discretionary basis is a factor given the heightened potential for abuse
(e.g., churning/excessive trading) in such accounts.

Regulatory History

Also to be considered when conducting a branch office risk analysis is the compliance and regulatory history
of the office. For instance:

(1) Registered representatives subject to special supervision 3   by the member organization, self-
regulatory authorities, state regulatory authorities or the SEC in years other than the previous or
current year;

(2) Complaints, arbitrations, internal discipline, or prior inspection findings; and
(3) Persons subject to recent disciplinary actions by self-regulatory authorities, state regulatory

authorities or the SEC.

In analyzing the compliance and regulatory history of branch offices, firms should, at minimum, review the
previous 12 months for investigations by any self-regulatory organization or the SEC; customer complaints or
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complaint summaries; arbitrations and lawsuits closed or pending; copies of Form RE-3 filings; and reports

filed pursuant to NYSE Rule 351(e). 4 

It is expected that the review and analysis of recent branch office regulatory history would have a
considerable effect on exemption determinations. For example, a significant disciplinary action at a given
branch office location would strongly suggest against exempting such location from annual inspection.
Moreover, an overall increase in the number of disciplinary actions firm-wide might be indicative of a need by
the firm to review its overall inspection cycle.

Key Operational Factors

The Amendments prescribe certain key operational functions to be considered when making determinations
regarding the frequency of branch office inspections.

Specific indicators include:

(1) The number of errors and account designation changes per registered representative (which can be
indicative of unauthorized trading);

(2) The presence of “accommodation” mailing addresses (e.g., post office boxes and “care of”
accounts), which can be indicative of a registered representative directing confirms, statements, and
other account-related materials to other than the customer; and

(3) Whether the branch office permits checks to be picked up by customers or allows hand delivers of
checks to customers (policies that could facilitate misappropriation practices).

These referenced operational functions have been included due to their notable misuse, both by registered
representatives and Branch Office Managers (“BOMs”), to the disadvantage of customers. Accordingly,
a firm should very carefully review such criteria, quantitatively and qualitatively, when considering the

exemption of a branch office from annual inspection. 5   Particular attention should be given to any registered
representative whose activity evidences a pattern of behavior involving any of these functions.

Branch Office Manager

The prescribed criteria further includes indicia specific to the BOM such as his or her experience (whether
it is sufficient for the nature and volume of business required to be supervised); whether or not the BOM
services customer accounts (which could take time away or otherwise detract from supervisory duties); and
the BOM's compensation structure (e.g., whether he or she receives a substantial override from registered
representatives' revenue that could lead to a conflict of interest, or whether the BOM's compensation is
determined in part by the branch's compliance record).

Branch Office History

Finally, the Amendments require member organizations to consider potential problems associated with
branch offices that have been recently opened or acquired, as well as changes in branch office location,
status or management personnel. Where firms have acquired branch offices through merger or acquisition,
such offices should initially be subject to the annual inspection cycle absent compelling reasons to the
contrary.

Branch Offices Not Eligible for Exemption

As outlined in Rule 342.25(C), certain branch offices - given their size, the scope of their supervisory
activities, or other factors - are not eligible for exemption from the general annual inspection requirement.
These include offices exercising supervision over other branch offices; those with 25 or more registered
individuals; offices in the top 20% of production or customer assets at the member organization; and any
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branch office with a registered representative subject to special supervision in the current or immediately
preceding year.

Repositioning of Interpretation Text

The Amendments delete Interpretation 342(a)(b)/03 in its entirety (see Exhibit B). However, the Interpretation
text is largely repositioned into Rule 342 itself. For instance, the Amendments retain: 1) the ability of
a member organization to request, on an officeby- office basis, an alternate arrangement to an annual

inspection; 6   2) the requirement that branch office inspections be carried out by a person independent of the
branch office in question (i.e., not the Branch Office Manger, or any person who directly or indirectly reports

to such Manager, or any person to whom such Manager directly reports); 7   and 3) the requirement that
internal controls over certain prescribed areas be subject to independent testing and verification during on-

site inspections. 8   The Amendments now require that written reports reflecting the results of inspections
must be made and maintained at the member organization for the longer of three years or until the next

branch inspection. 9 

Application for Approval

Applications for approval of member organization policies and procedures outlining the use of a risk-based
surveillance system may be directed to:

NYSE Regulation, Inc.

Rule and Interpretive Standards

20 Broad Street (23rd floor)

New York, NY 10005

Questions regarding this Information Memo may be directed to your Finance Coordinator, to Gregory Taylor
at (212) 656-2920 or to Stephen A. Kasprzak at (212) 656-5226.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Attachments

Exhibit B

Interpretation Text

Additions are Underscored

Deletions are [Bracketed]

Rule 342 OFFICES - APPROVAL, SUPERVISION AND CONTROL (a)(b)

/01 NO CHANGE

/02 NO CHANGE

[/03 Annual Branch Office Inspection
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Branch office inspections by members and member organizations are expected to be conducted at least
annually pursuant to this Rule, unless it has been demonstrated to the satisfaction of the Exchange that
because of proximity, special reporting or supervisory practice, other arrangements may satisfy the Rule's
requirements. All required inspections must be conducted by a person who is independent of the direct
supervision or control of the branch office (i.e., not the Branch Office Manager, or any person who directly or
indirectly reports to such Manager, or any person to whom such Manager directly reports). Written reports
of these inspections, or the written authorization of an alternative arrangement, are to be kept on file by the
organization for a minimum period of three years.

An annual branch office inspection program must include, but is not limited to, testing and independent
verification of internal controls related to the following areas:

1) Safeguarding of customer funds and securities,
2) Maintaining books and records,
3) Supervision of customer accounts serviced by Branch Office Managers,
4) Transmittal of funds between customers and registered representatives and between customers

and third parties,
5) Validation of customer address changes, and
6) Validation of changes in customer account information.

For purposes of this interpretation, “annually” means once in a calendar year.]

/03 [/04] Sales Contests

OTHERWISE UNCHANGED

* * * *

Exhibit A

Additions are Underscored

Supplementary Material

Rule 342 OFFICES - APPROVAL, SUPERVISION AND CONTROL

.10 through .23 UNCHANGED

.24 Annual Branch Office Inspection

(A) Each member organization business location designated as a branch office pursuant to Rule 342.10 must
be inspected no less often than once each calendar year unless:

(1) it has been demonstrated to the satisfaction of the Exchange that because of proximity, special
reporting or supervisory practice, other arrangements may satisfy the Rule's requirements for a
particular branch office; or

(2) based upon the written policies and procedures of such member organization providing for a
systematic risk-based surveillance system, the member organization submits a proposal to the
Exchange and receives, in writing, an exemption from this requirement pursuant to Rule 342.25.

(B) Every branch office, without exception, must be inspected at least once every three calendar-years. All
required inspections must be conducted by a person who is independent of the direct supervision and control
of the branch office in question (i.e., not the Branch Office Manager, or any person who directly or indirectly
reports to such Manager, or any person to whom such Manager directly reports). Written reports reflecting the
results of such inspections are to be maintained at the member organization for the longer of three years or
until the next branch inspection.

.25 Risk-Based Surveillance and Branch Office Identification

(A) Any member organization seeking an exemption, pursuant to Rule 342.24(A)(2), from the annual branch
office inspection requirement must submit to the Exchange written policies and procedures for systematic
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risk-based surveillance of its branch offices. Such policies and procedures should reflect, among other
factors, the member organization's business model, and product mix. Such policies and procedures must
also, at a minimum, provide for:

(1) The inspection of branches where developments during the year require a reconsideration of such
branch's exemption;

(2) A requirement that no less than half of the branch offices inspected each year on a cycle basis be
done on an unannounced basis; and

(3) A system to enable employees to report compliance issues on a confidential basis outside of the
branch office chain of command.

(B) For purposes of paragraph (A) the risk-based factors to be considered should include, but not necessarily
be limited to, the following:

(1) Number of registered representatives;
(2) A significant increase in the number of registered representatives;
(3) Number of customers and volume of transactions;
(4) A significant increase in branch office revenues;
(5) Incidence of concentrated securities positions in customers' accounts;
(6) Aggregate customer assets held;
(7) Nature of the business conducted and the sales practice risk to investors associated with the

products sold, and product mix (e.g., options, equities, mutual funds, annuities, etc.);
(8) Numbers of accounts serviced on a discretionary basis;
(9) Compliance and regulatory history of the branch, including:

(a) Registered representatives subject to special supervision by the member organization,
self-regulatory authorities, state regulatory authorities or the Securities and Exchange
Commission in years other than the previous or current year;

(b) Complaints, arbitrations, internal discipline, or prior inspection findings; and
(c) Persons subject to recent disciplinary actions by self-regulatory authorities, state

regulatory authorities or the Securities and Exchange Commission.
(10) Operational factors, such as the number of errors and account designation changes per registered

representative;
(11) Incidence of accommodation mailing addresses (e.g., post office boxes and “care of” accounts);
(12) Whether the branch office permits checks to be picked up by customers or hand delivery of checks

to customers;
(13) Experience, function (producing or non-producing) and compensation structure of branch office

manager;
(14) Branch offices recently opened or acquired; and
(15) Changes in branch location, status or management personnel.

(C) Notwithstanding any policies or procedures implemented pursuant to this rule, branch offices that meet
any of the following criteria must be inspected no less often than once each calendar year:

(1) Offices with one or more registered representatives subject to special supervision as required by
a self-regulatory authority or state regulatory authority during the current or immediately preceding
year;

(2) Offices with 25 or more registered individuals;
(3) Offices in the top 20% of production or customer assets for the member organization;
(4) Any branch office not inspected within the previous two calendar years; and
(5) Any branch office designated as exercising supervision over another branch office.

.26 Criteria for Inspection Programs
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(A) An annual branch office inspection program must include, but is not limited to, testing and independent
verification of internal controls related to the following areas:

(1) Safeguarding of customer funds and securities;
(2) Maintaining books and records;
(3) Supervision of customer accounts serviced by Branch Office Managers;
(4) Transmittal of funds between customers and registered representatives and between customers

and third parties;
(5) Validation of customer address changes; and
(6) Validation of changes in customer account information.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Release No. 34-53983 (June 14, 2006), 71 FR 35723 (June 21, 2006) (SR-NYSE-2005-60).
2  The SEC, in its Staff Legal Bulletin No. 17 (Remote Office Supervision) noted that unannounced

inspections may form part of an effective supervisory system.
3  Indicia of special or heightened supervision include, but are not limited to, limitation on the types of

products (e.g., low price or small cap) a broker is permitted to sell, restrictions or elimination in a broker's
discretion, restricting the broker to soliciting only firm recommendations; and approval of all or certain
transactions prior to execution.

4  See NYSE Information Memo No. 05-29, dated April 22, 2005. See also Release No. 51539 (April 13,
2005), 70 FR 20410 (April 19, 2005) (SR-NYSE-2004-59).

5  See NYSE Information Memo 04-38, dated July 26, 2004; Release No. 34-49882 (June 17, 2004); 69 FR
35108 (June 23, 2004) (File No. SR-NYSE-2002-36).

6  See Rule 342.24(A)(1).
7  See Rule 342.24(B).
8  See Rule 342.26.
9  See Rule 342.24(B). See also Information Memo 04-38, dated July 26, 2004.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 06-46
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June 23, 2006

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Listing of Six CurrencyShares Trusts

The Securities and Exchange Commission has approved the following six CurrencyShares TM Trusts for
listing and trading on the NYSE, beginning June 26, 2006:

CurrencyShares TM Australian Dollar Trust (symbol: FXA )

CurrencyShares TM British Pound Sterling Trust (FXB)

CurrencyShares TM Canadian Dollar Trust (FXC)

CurrencyShares TM Mexican Peso Trust (FXM)

CurrencyShares TM Swedish Krona Trust (FXS)

CurrencyShares TM Swiss Franc Trust (FXF)

The purpose of this Memorandum is to outline various rules and policies that will be applicable to trading in
these products, including certain exemptive, interpretive and no-action positions taken by the Securities and
Exchange Commission (“SEC”), as well as to highlight the characteristics and risks of the Shares. For a more
complete description of the CurrencySharesTrusts (the “Trusts”), the Shares and the foreign currency market,
visit the Trusts' website, www.currencyshares.com, or consult the Trusts' prospectus.

Rydex Specialized Products LLC is the sponsor of the Trusts (“Sponsor”), The Bank of New York is the
trustee (“Trustee”), JPMorgan Chase Bank, N.A., London Branch, is the depository (“Depository”), and Rydex
Distributors, Inc. is the distributor (“Distributor”). The Sponsor, Trustee, Depository and Distributor are not
affiliated with the Exchange or one another, with the exception that the Sponsor and Distributor are affiliated.

According to the Registration Statements, the Trusts are not registered as investment companies under the
Investment Company Act and are not required to register under such Act.

Description of the Trusts

According to the Registration Statements for the Trusts, the Trusts will be formed under the laws of the
State of New York as of the date the Sponsor and the Trustee sign the Depositary Trust Agreement and
the Initial Purchaser makes the initial deposit for the issuance of three Baskets. A Basket is a block of
50,000 Shares. The Trusts hold the applicable foreign currency and are expected from time to time to issue
Baskets in exchange for deposits of the foreign currency and to distribute foreign currency in connection
with redemptions of Baskets. The investment objective of each Trust is for the Shares to reflect the price
of the applicable foreign currency. The Shares represent units of fractional undivided beneficial interest
in, and ownership of, the respective Trusts. The Trusts are not managed like a business corporation or an
active investment vehicle. The foreign currency held by the Trust will only be sold (1) if needed to pay Trust
expenses, (2) in the event the Trust terminates and liquidates its assets or (3) as otherwise required by law or
regulation. The sale of foreign currency by the Trusts is a taxable event to Shareholders.

The creation and redemption of Baskets requires the delivery to the Trust or the distribution by the Trust of
the amount of foreign currency represented by the Baskets being created or redeemed. This amount is based
on the combined NAV per Share of the number of Shares included in the Baskets being created or redeemed.
Baskets may be created or redeemed only by Authorized Participants, which pay a transaction fee of $500 for
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each order to create or redeem Baskets (which order may include multiple baskets). The transaction fee may
be reduced or, with the consent of the Sponsor, increased. The Trustee shall notify DTC of any agreement
to change the transaction fee and will not implement any increase in the fee for the redemption of Baskets
until thirty days after the date of the notice. Authorized Participants may sell to other investors all or part of the
Shares included in the Baskets that they purchase from the Trusts.

The Trustee will calculate, and the Sponsor will publish, each Trust's NAV each business day. To calculate
the NAV, the Trustee will subtract the Sponsor's accrued fee for the current day from the foreign currency
held by the Trust (including all unpaid interest accrued through the immediately preceding day) and calculate
the value of the foreign currency in dollars based upon the Noon Buying Rate.

Each Trust's assets will consist only of foreign currency on demand deposit in a foreign currency-
denominated, interest-bearing account at JPMorgan Chase, London Branch. The Trusts will not hold any
derivative products. Each Share represents a proportional interest, based on the total number of Shares
outstanding, in the applicable foreign currency owned by the specific Trust, less the estimated accrued but
unpaid expenses (both asset-based and nonasset based) of such Trust. The Sponsor expects that the price
of a Share will fluctuate in response to fluctuations in the price of the applicable foreign currency and that the
price of a Share will reflect accumulated interest as well as the estimated accrued but unpaid expenses of the
specific Trust.

Investors may obtain, 24 hours a day, foreign exchange pricing information based on the spot price of each
applicable foreign currency from various financial information service providers. Current spot prices are also
generally available with bid/ask spreads from foreign exchange dealers. In addition, the Trusts' website,
www.currencyshares.com, will provide ongoing pricing information for foreign currency spot prices and the
Shares. Market prices for the Shares are available from a variety of sources, including brokerage firms,
financial information websites and other information service providers. The NAV of the Trusts is published by
the Sponsor on each day that the NYSE is open for regular trading and will be posted on the Trusts' website.

A Trust will terminate upon the occurrence of any of the termination events listed in the Depositary Trust
Agreement and will otherwise terminate on a specified date in 2045.

Risk Factors to Investing in the Shares

An investment in the Shares carries certain risks. The following risk factors are taken from and discussed in
more detail in the Registration Statements:

• The value of the Shares relates directly to the value of the foreign currency held by the Trust.
Fluctuations in the price of the currency could materially and adversely affect the value of the
Shares.

• The USD/applicable foreign currency exchange rate, like foreign exchange rates in general, can be
volatile and difficult to predict. This volatility could materially and adversely affect the performance of
the Shares.

• The Deposit Account is not entitled to payment at any office of JP Morgan Chase Bank, N.A. located
in the United States.

• Shareholders will not have the protections associated with ownership of a demand deposit account
insured in the United States by the Federal Deposit Insurance Corporation nor the protection
provided under English law.

• Foreign currency held in the Deposit Account will not be segregated from the Depository's assets.
If the Depository becomes insolvent, then its assets might not be adequate to satisfy a claim by
the Trust or any Authorized Participant. In addition, in the event of the insolvency of the Depository
or the U.S. Bank of which it is a branch, there may be a delay and costs incurred in identifying the
foreign currency held in the Deposit Account.

• The Shares are a new securities product. Their value could decrease if unanticipated operational or
trading problems were to arise.
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• Shareholders will not have the protections associated with ownership of shares in an investment
company registered under the Investment Company Act of 1940.

• Shareholders will not have the rights enjoyed by investors in certain other financial instruments.
• The Shares may trade at a price which is at, above, or below the NAV per Share.
• The interest rate earned by the Trusts, although competitive, may not be the best rate available. If

the Sponsor determines that the interest rate is inadequate, then its sole recourse will be to remove
the Depositary and terminate the Deposit Account.

• The possible sale of foreign currency by the Trust to pay expenses, if required, will reduce the
amount of foreign currency represented by each Share on an ongoing basis regardless of whether
the price of a Share rises or falls in response to changes in the price of the foreign currency.

• The sale of the Trusts' deposited currency, if necessary, to pay expenses at a time when the price
of the currency is relatively low could adversely affect the value of the Shares.

• The Depository owes no fiduciary duties to the Trusts or the Shareholders, is not required to act
in their best interest and could resign or be removed by the Sponsor with respect to any Trust,
triggering early termination of such Trust.

• The Trusts may be required to terminate and liquidate at a time disadvantageous to Shareholders.
• Redemption orders are subject to rejection by the Trustee under certain circumstances.
• Substantial sales of foreign currency by the official sector could adversely affect an investment in

the Shares.
• Shareholders that are not Authorized Participants may only purchase or sell their Shares in

secondary trading markets.
• The liability of the Sponsor and the Trustee under the Depositary Trust Agreement is limited; and,

except as set forth in the Depositary Trust Agreement, they are not obligated to prosecute any
action, suit or other proceeding in respect to any Trust property.

• The Depositary Trust Agreement may be amended to the detriment of Shareholders without their
consent.

• The License Agreement with the Bank of New York may be terminated by the Bank of New York in
the event of a material breach by the Sponsor. Termination of the License Agreement might lead to
early termination and liquidation of the Trusts.

• Each member of the European Union has the option of adopting the euro as its official currency in
lieu of a national currency. If this occurs, then the national currency and the Shares may depreciate
significantly. Further, there is the risk that the council of the European Union could adopt an
irrevocable conversion rate, in which case the applicable Trusts will terminate.

Availability of Information Regarding Foreign Currency Prices

Investors may obtain on a 24-hour basis foreign currency pricing information based on the foreign currency
spot price of each applicable foreign currency from various financial information service providers Complete
real-time data for foreign currency futures and options prices traded on the CME and Phlx are also available
by subscription from information service providers. The CME and Phlx also provide delayed futures and
options information on current and past trading sessions and market news free of charge on their respective
websites.

There are a variety of other public websites providing information on foreign currency and foreign currency,
including Bloomberg, CBS Market Watch and Yahoo! Finance, moneycentral.com, cnnfn.com and
reuters.com. Many of these sites offer price quotations drawn from other published sources, and as the
information is supplied free of charge, it generally is subject to time delays. Like bond securities traded in the
OTC market with respect to which pricing information is available directly from bond dealers, current foreign
currency spot prices are also generally available with bid/ask spreads from foreign currency dealers.

In addition, the Trusts' website will provide the following information: (1) the spot price for each applicable
foreign currency, including the bid and offer and the midpoint between the bid and offer for the foreign
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currency spot price, updated at least every 15 seconds, which is an essentially real-time basis; (2) an intraday
indicative value (“IIV”) per share for the Shares calculated by multiplying the indicative spot price of the
applicable foreign currency by the quantity of foreign currency backing each Share, updated at least every 15
seconds; (3) a delayed indicative value (subject to a 20 minute delay), which is used for calculating premium/
discount information; (4) premium/discount information, calculated on a 20 minute delayed basis; (5) the
NAV of the Trust as calculated each business day by theTrustee; (6) accrued interest per Share; (7) the daily
Federal Reserve Bank of New York Noon Buying Rate; (8) the Basket Amount for each applicable foreign
currency and (9) the last sale price of the Shares as traded in the US market, subject to a 20-minute delay,
as it is provided free of charge. The Exchange will provide on its own public website (www.nyse.com) a link to
the Trusts' website.

There is no regulated source of “last sale” information regarding foreign currencies, and the SEC and the
NYSE have no jurisdiction over the trading of foreign currencies. However, participants in the U.S. over-the-
counter market for foreign currencies are generally regulated by their oversight regulators. For example,
participating banks are regulated by the banking authorities (such as the Office of the Comptroller of the
Currency).

Exchange Rules Applicable to the Trading of the Shares

The Shares are considered “securities” under Exchange Rule 3 and are subject to all applicable trading rules.

Rule 1300A (“Currency Trust Shares”) deals with issues related to the trading of the Shares. Specifically,
pursuant to Rule 1300A, the Shares will be treated the same as Investment Company Units (as defined in
Exchange Rule 1100 and Section 703.16 of the Listed Company Manual) for purposes of:

• Rule 13 (“Definitions of Orders”),
• Rule 36.30 (“Communications Between Exchange and Members' Offices”),
• Rule 98 (“Restrictions on Approved Person Associated with a Specialist's Member Organization”),
• Rule 104 (“Dealings by Specialists”),
• Rule 105(m) (“Guidelines for Specialists' Specialty Stock Option Transactions Pursuant to Rule

105”),
• Rule 123(e) (“Record of Orders — System Entry Required”) and (f) and “Record of Orders —

Reports of Order Executions”),
• Rules 132B and 132C (“Order Tracking System”),
• Rule 460.10 (“Specialists Participating in Contests”),
• Rule 1002 (NYSE Direct+: “Availability of Automatic Feature”), and
• Rule 1005 (NYSE Direct+: “Orders may not be Broken into Smaller Accounts”).

When these Rules discuss Investment Company Units, references to the word “index” (or derivative or similar
words) will be deemed to be references to the spot price of the applicable foreign currency and references to
the word “security” (or derivative or similar words) will be deemed to be references to the “Currency Trust.”
The Shares are not exempt from Exchange Rules 123C (“Market-on-Close/Limit-on-Close Policy”) and 123D
(“Pre-Opening Price Indications Policy”).

Rule 1301A (“Currency Trust Shares: Securities Accounts and Orders of Specialists”) requires specialists
handling the Shares to provide the Exchange with all necessary information relating to their trading in the
applicable foreign currency and futures and options contracts thereon.

Hours of Trading

Trading in the Shares will be until 4:15 p.m.

Exemptive, Interpretive and No-Action Relief Under Federal Securities Regulations and NYSE Rules
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The SEC has issued exemptive, interpretive and no-action relief from certain provisions of and rules under
the Securities Exchange Act of 1934, as amended (the “Exchange Act”), regarding trading in the Shares,
which is summarized below. As this is only a summary of the relief granted by the SEC, the Exchange
also advises interested members to consult the Letter (“SEC Letter”), dated June 21, 2006 from Racquel
L. Russell, Esq., Branch Chief, Division of Market Regulation, to George T. Simon, Foley & Lardner LLP,
for more complete information regarding the trading practices relief granted by the SEC. In addition, the
Exchange has taken an interpretive position with respect to its short sale rule. A description of the SEC's
exemptive relief follows; however, in the event of any discrepancy between this description and the SEC
Letter, the text of the SEC Letter controls.

Short Sale Rules. Transactions in the Shares will not be subject to “tick” requirements of the short sale rule of
the Commission (Rule 10a-1) or the Exchange (Rule 440B). Short orders must be marked SHORT or SHORT
EXEMPT.

Rule 200(g) of Regulation SHO. The SEC Division of Market Regulation has stated that the Division will
not recommend enforcement action under Rule 200(g) of Regulation SHO if a broker-dealer marks “short”
rather than “short exempt” a short sale effected in the Funds pursuant to the exemptions from the price test of
Rule 10a-1 that have been granted, subject to specified conditions, including that a broker-dealer executing
exempt short sales will mark such sales as “short” and in no event will such sales be marked “long”. (See
letter from James A. Brigagliano, Assistant Director, Division of Market Regulation, SEC, to Ira Hammerman,
Senior Vice President and General Counsel, Securities Industry Association, dated January 3, 2005.)

Regulation M Exemptions. Generally, Rules 101 and 102 of Regulation M is an antimanipulation regulation
that, subject to certain exemptions, prohibits a “distribution participant” and the issuer or selling security
holder, in connection with a distribution of securities, from bidding for, purchasing, or attempting to induce
any person to bid for or purchase, any security which is the subject of a distribution until after the applicable
restricted period, except as specifically permitted in Regulation M. The provisions of the Rules apply to
underwriters, prospective underwriters, brokers, dealers, and other persons who have agreed to participate or
are participating in a distribution of securities, and affiliated purchasers of such persons.

The SEC has granted an exemption from paragraph (d) of Rule 101 under Regulation M to permit persons
who may be deemed to be participating in a distribution of Shares to bid for or purchase Shares during
their participation in such distribution. The SEC also has granted an exemption from Rule 101 to permit the
Distributor to publish research during the applicable restricted period on the Trusts' website.

Rule 102 of Regulation M prohibits issuers, selling security holders, or any affiliated purchaser of such person
from bidding for, purchasing, or attempting to induce any person to bid for or purchase a covered security
during the applicable restricted period in connection with a distribution of securities effected by or on behalf
of an issuer or selling security holder. Rule 100 of Regulation M defines “distribution” to mean any offering
of securities that is distinguished from ordinary trading transactions by the magnitude of the offering and the
presence of special selling efforts and selling methods. The SEC has granted an exemption from paragraph
(e) of Rule 102 to permit the Trusts and their respective affiliated purchasers to redeem Shares during the
continuous offering of the Shares.

Section 11(d)(1) of the Exchange Act; Exchange Act Rule 11d1-2. Section 11(d)(1) of the Exchange Act
generally prohibits a person who is both a broker and a dealer from effecting any transaction in which the
broker-dealer extends credit to a customer on any security which was part of a new issue in the distribution
of which he or she participated as a member of a selling syndicate or group within thirty days prior to such
transaction.

The SEC has taken a no-action position under Section 11(d)(1) of the Exchange Act if broker-dealers (other
than the Distributor) that do not create or redeem Shares but engage in both proprietary and customer
transactions in Shares exclusively in the secondary market extend or maintain or arrange for the extension or
maintenance of credit on Shares in connection with such secondary market transactions.
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The SEC has also taken a no-action position under Section 11(d)(1) of the Exchange Act that broker-dealers
(other than the Distributor) may treat Shares of the Trusts, for purposes of Rule 11d1-2, as “securities issued
by a registered … open-end investment company as defined in the Investment Company Act” and thereby,
extend credit or maintain or arrange for the extension or maintenance of credit on the Shares that have
been owned by the persons to whom credit is provided for more than 30 days, in reliance on the exemption
contained in the rule.

The SEC has also taken a no-action position under Section 11(d) of the Exchange Act if an Authorized
Participant (“AP”) extends or maintains or arranges for the extension or maintenance of credit on Shares in
reliance on the class exemption granted in the Letter re: Derivative Products Committee of the Securities
Industry Association (“SIA”) (November 21, 2005), provided (1) that the AP does not receive from the Trust,
directly or indirectly, any payment, compensation or other economic incentive to promote or sell the Shares
to persons outside the Trust, other than non-cash compensation permitted under NASD Rule 2830(I)(5)
(A), (B), or (C); and (2) the AP does not extend, maintain or arrange for the extension or maintenance of
credit to or for a customer on Shares before thirty days from the start of trading in the Shares (except as
otherwise permitted pursuant to Rule 11d1-1). (See letter from Catherine McGuire, Chief Counsel, SEC
Division of Market Regulation, to SIA Derivative Products Committee, dated November 21, 2005, available on
www.sec.gov.)

Due Diligence

Before a member, member organization, allied member or employee thereof recommends a transaction in
the Shares, such person must exercise due diligence to learn the essential facts relative to the customer
pursuant to Exchange Rule 405, and must determine that the recommendation complies with all other
applicable Exchange and Federal rules and regulations. A person making such recommendation should have
a reasonable basis for believing, at the time of making the recommendation, that the customer has sufficient
knowledge and experience in financial matters that he or she may reasonably be expected to be capable of
evaluating the risks and any special characteristics of the recommended transaction, and is financially able to
bear the risks of the recommended transaction.

Trading Halts

In order to halt the trading of the Shares, the Exchange may consider, among other things, factors such
as the extent to which trading is not occurring in the applicable foreign currency or whether other unusual
conditions or circumstances detrimental to the maintenance of a fair and orderly market are present. In
addition, trading in Shares is subject to trading halts caused by extraordinary market volatility pursuant to
Exchange Rule 80B (“Circuit Breaker”).

Prospectus Delivery

Members are advised to consult the section entitled “Plan of Distribution” in the Trusts' prospectuses with
respect to the prospectus-delivery requirements relating to the Shares.

Surveillance

The Exchange's surveillance procedures applicable to equity securities will be used for the Shares.

Questions concerning the matters discussed in this Memorandum may be addressed as follows:

General Questions

James P. McGowan (212) 656-2490 (Competitive Position Group)

Michael Cavalier (212) 656-2474 (Office of the General Counsel)

Questions on:
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Suitability Steve Kasprzak (Member Firm Regulation) (212) 656-5226
Exchange Rules Daniel M. Labovitz (Market Surveillance) (212) 656-2081

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 06-45

Click to open document in a browser

June 21, 2006

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: HYBRID MARKET IMPLEMENTATION - SPECIALIST ALGORITHMIC QUOTING (“S QUOTES”)
RULE 104

IMPORTANT

Under the NYSE HYBRID MARKET sm initiative, specialists on the Exchange will be able to establish
electronic connections to the Display Book® to provide them with access to certain information, including
information about incoming orders as they are entering Exchange systems, and permit them to make a range
of specified algorithmicallygenerated quoting and trading decisions based on that information.

As approved in the Hybrid Market Initiative, the Specialist Algorithm is permitted to send messages to the
Display Book via the API to quote or trade on behalf of the specialist's proprietary interest. The Specialist
Algorithm will generate these quoting or trading messages in reaction to specific types of information it
will have access to. This information includes specialist dealer position, existing quotes, publicly available
information the specialist chooses to supply to the algorithm, incoming orders as they are entering Exchange
systems, and information about orders on the Display Book such as limit orders, percentage orders, stop
orders, and auction limit and auction market orders. This latter information stream is known as “state of the
book” information.

NYSE Rule 104 currently allows specialists to send quoting messages to the Display Book via an
external application interface (“API”) in exchange traded funds (“ETFs”) and Trust Issued Receipts. These
quoting messages are not based on the system receipt of order or other information. This provision will
be superseded by the Rule 104 amendment noted above when Phase II of the Hybrid Market is fully
implemented.

Prior to full Phase II implementation, the Exchange is commencing a pilot permitting specialists to send
algorithmic quoting messages (“s-Quotes”) to the Display Book in all types of securities without the specialists
having access to information about incoming orders as they are entering Exchange systems. This pilot will
begin on June 21, 2006.

The Exchange believes that s-Quoting in this fashion will enable specialists and the Exchange to obtain
valuable real time experience with respect to the use of specialist proprietary algorithms.

The amendment to Rule 104 is attached as Exhibit A.

Questions concerning this memorandum may be addressed to the following persons:

General Questions - Rules

Nancy Reich, Vice President, Office of the General Counsel (212-656-2475)

Deanna Logan, Director, Office of the General Counsel (212-656-2389)

Daniel Labovitz, Director, Market Surveillance (212-656-2081)

General Questions - Operations and Technology

Anne Allen, Executive Vice President Floor Operations (212-656-4582)

Lou Pastina, Senior Vice President, Market Development (212-656-6821)
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___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Attachments

EXHIBIT A

Additions underscored

Deletions [bracketed]

Dealings by Specialists

Rule 104

* * * * *

(b) Specialists shall have the ability to establish an external quote application interface (“Quote API”) which
utilizes proprietary algorithms that allow the specialist, on behalf of the dealer account, to systematically
update the Exchange published bid or offer within the Display Book system in Investment Company Units
(as defined in paragraph 703.16 of the Listed Company Manual), or Trust Issued Receipts (as defined in
Rule 1200). Nothing in this rule shall be interpreted as modifying or relieving the specialist from his or her
obligations and required compliance with all Exchange rules, policies and procedures.

(i) The Exchange shall have the ability to permit specialists to algorithmically quote in any security in
reaction to certain information, which will not include information about incoming orders as such orders
are entering Exchange systems.

* * * * *

(Remainder of Rule unchanged)

Copyright 2019, NYSE Group, Inc. All rights reserved.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 06-44
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June 16, 2006

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Listing of Twenty WisdomTree Exchange Traded Funds

The Securities and Exchange Commission has approved the following exchange-traded funds (“ETFs”) for
listing and trading on the NYSE, beginning Friday, June 16, 2006:

WisdomTree Domestic Equity Funds

WisdomTree Total Dividend Fund (symbol: DTD)

WisdomTree High-Yielding Equity SM Fund (DHS)

WisdomTree LargeCap Dividend Fund (DLN)

WisdomTree Dividend Top 100 SM Fund (DTN)

WisdomTree MidCap Dividend Fund (DON)

WisdomTree SmallCap Dividend Fund (DES)

WisdomTree International Equity Funds

WisdomTree DIEFA SM Fund (DWM)

WisdomTree DIEFA High-Yielding Equity Fund (DTH)

WisdomTree Europe Total Dividend Fund (DEB)

WisdomTree Europe High-Yielding Equity Fund (DEW)

WisdomTree Europe SmallCap Dividend Fund (DFE)

WisdomTree Japan Total Dividend Fund (DXJ)

WisdomTree Japan High-Yielding Equity Fund (DNL)

WisdomTree Japan SmallCap Dividend Fund (DFJ)

WisdomTree Pacific ex-Japan Total Dividend Index SM Fund (DND)

WisdomTree Pacific ex-Japan High-Yielding Equity Fund (DNH)

WisdomTree International LargeCap Dividend Fund (DOL)

WisdomTree International Dividend Top 100 SM Fund (DOO)

WisdomTree International MidCap Dividend Fund (DIM)

WisdomTree International SmallCap Dividend Fund (DLS)

This Information Memo reviews the various rules and policies applicable to trading in shares (“Shares”) of the
WisdomTree Funds.

Background Information on the Funds

WisdomTree Asset Management, Inc. (“WTA”or “Advisor”) is the investment advisor to the Funds. The
Advisor is registered under the Investment Advisers Act of 1940. The Advisor's parent corporation is
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WisdomTree Investments, Inc. (“WTI”) (formerly Index Development Partners, Inc.). Each Fund will be
advised by WTA. WTA has entered into a Subadvisory Agreement with BNY Investment Advisors, a
separately identifiable division of The Bank of New York with respect to the Funds. ALPS Distributors, Inc., a
broker-dealer registered under the Exchange Act, acts on an agency basis and is the distributor and principal
underwriter of the Creation Units (as defined below) of Shares.

The investment objective of each Fund will be to provide investment returns that closely correspond to the
price, dividend, and yield performance of its respective underlying WisdomTree Index.

According to the Funds' Registration Statement, each of the WisdomTree High-Yielding Equity Fund,
WisdomTree LargeCap Dividend Fund, WisdomTree Dividend Top 100 Fund, WisdomTree MidCap Dividend
Fund, WisdomTree International LargeCap Dividend Fund and WisdomTree International Dividend Top
100 Fund, intend to invest in all or substantially all of the securities in its Index in approximately the same
proportions as such securities are found in the Index. This investment strategy is sometimes known as
“Replication.” While each of these Funds generally will use a Replication strategy, each Fund may, in certain
circumstances use a “Representative Sampling” strategy (described below).

Each of the other Funds intends to use a Representative Sampling strategy to invest in substantially all of the
securities in its underlying Index. Representative Sampling means that the Fund selects from the underlying
Index a sample of securities that closely resembles the underlying Index in terms of key performance and risk
factors and other characteristics.

Purchases and redemptions of Creation Units will be made generally by means of an in-kind tender of
specified securities (“Deposit Securities”). To redeem, an investor must accumulate enough Shares to
constitute a Creation Unit. The size of a Creation Unit is 50,000 shares for the WisdomTree Domestic Equity
Funds and 100,000 shares for the WisdomTree International Equity Funds, except for the DIEFA Fund,
for which the Creation Unit size is 250,000 shares. Redemption requests must be placed by or through an
Authorized Participant. Redemption requests in good order will receive the NAV next determined after the
request is received. Therefore, all redemption requests received by the Funds prior to the NAV Calculation
Time (as described in the Registration Statement) will receive the NAV determined immediately thereafter,
whereas all redemption requests received by the Funds after the NAV Calculation Time will receive the NAV
calculated on the immediately following business day. Procedures for redemptions are analogous (in reverse)
to those for purchase of Creation Units, except that redemption requests are made directly to the Fund and
are not made through the Distributor.

For a more complete description of the Funds and the underlying indexes, visit www.wisdomtree.com.

Principal Risks

Interested persons are referred to discussion in the Funds' prospectus of principal risks of an investment
in the Funds. These include tracking error risk (factors causing a Fund's performance to not match the
performance of the underlying index), market trading risk (for example, trading halts, trading above or
below net asset value), stock market risk, investment style risk, interest rate risk, investment approach risk,
concentration risk, non-diversification risk, issuer-specific risk, management risk, lack of market liquidity, lack
of governmental insurance or guarantee, and fiscal policy risk.

Hours of Trading

Trading in the Funds will be 9:30 a.m. until 4:15 p.m.

Exchange Rules Applicable to the Trading of ETFs

The rules applicable to ETFs are applicable to these Funds since these Funds fall within the definition of an
Investment Company Unit, as provided in Paragraph 703.16 of the Listed Company Manual and NYSE Rule
1100.
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Application of Certain NYSE Rules to ETFs

Rule 104 - NYSE Rules 104.20 and 104.21 establish a capital requirement for specialists of $500,000
per ETF. A specialist unit registered only in an ETF would be subject to the $1,000,000 minimum capital
requirement of Rule 104.20.

In addition, Rule 104 governs specialist market making in ETFs. In particular, the rule permits specialists
to engage in “parity” transactions on direct destabilizing ticks without obtaining Floor Official approval. A
“parity” transaction in an ETF would be a trade to bring the security into line with the value of the securities
comprising the ETF, or the value of a futures contract on the index on which the ETF is based.

Rule 13 - NYSE Rule 13.30 provides that stop and stop limit orders in an Investment Company Unit shall be
elected by a quotation, but specifies that if the electing bid on an offer is more than 0.10 point away from the
last sale and is for the specialist's dealer account, prior Floor Official approval is required for the election to be
effective. This rule applies to Investment Company Units generally.

Rule 36.30 - NYSE Rule 36.30 governs the establishment of telephone or electronic communications
between the NYSE's trading floor and any other location. Rule 36 provides that a specialist registered in an
ETF may use a telephone or order entry terminal to enter an order in the ETF itself, in a component security
of the ETF, or in an options or futures contract related to the ETF. In addition, the specialist may use a post
telephone to obtain market information with respect to such ETFs, options, futures, or component securities.
The text of Rule 36 makes clear that if an order in a component security of such ETF is to be executed on the
NYSE, the order must be entered in compliance with NYSE Rule 112(c) and SEC Rule 11a2-2(T) (described
below), and must be entered only for the purpose of hedging a position in the ETF.

The specialist may not use the post wire to call a specialist on the NYSE registered in a component stock
of the ETF to enter an order, nor may the specialist use a SuperDOT terminal to send an order directly via
SuperDOT to another specialist. The specialist registered in an ETF is not registered in the component
stocks, and therefore is not permitted to initiate an “on Floor” order in such a stock.

NYSE members, including specialists, are permitted to enter an “off-Floor” order. NYSE Rule 112(c) codifies
the principle that a member may use a “communication facility” on the Floor of the NYSE to call an off-Floor
location and enter a proprietary order. The order is deemed to be an “off-Floor” order (i.e., not an order
initiated on the Floor, referred to as an “on Floor” order), provided the order is routed through a clearing firm's
order room off the Floor, and is transmitted to the Floor for execution by an unaffiliated member. This latter
provision is consistent with SEC Rule 11a2-2(T), which permits executions of off-floor member proprietary
orders by unaffiliated members. These rules do not impose restrictions on the types of orders which may
be executed pursuant to the exemptive relief provided. Under Rule 36.30, any orders in a component stock
of an ETF entered for execution on the NYSE from the specialist's post, either by telephone or by means
of a SuperDOT terminal, would have to be routed through a clearing firm's order room off the Floor and
transmitted back to the Floor for execution without the specialist in the ETF interacting with the order or
participating in the execution in any way.

Rule 123C - Market-on-Close/ Limit-At-The-Close Orders

Orders in ETFs are not subject to the NYSE's Rule 123C Market-On-Close (“MOC”)/Limit-at-the-Close
(“LOC”) procedures concerning order entry limitations, cancellation of orders during a regulatory halt,
imbalance publications, and any other limitations or procedures with respect to MOC/LOC procedures. A
MOC/LOC order in an ETF can be entered at any time without regard to the limitations of Rule 123C. In
addition, the closing price of an ETF will not be subject to publication of imbalances under Rule 123C.

Rule 123D- Pre-Opening Price Indications Policy

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

19

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE104/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE104/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE13/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE36.30/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE36.30/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE36/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE36/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE112%28c%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE11a2-2%28T%29/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE112%28c%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE11a2-2%28T%29/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE36.30/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE123C/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE123C/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE123C/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE123C/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE123D/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


Similarly, the NYSE's policies regarding mandatory dissemination of pre-opening price indications (other
than ITS pre-opening notifications) in the case of significant order imbalances and potentially large price
dislocation from the prior close do not apply to ETFs.

Both the MOC/LOC procedures and the mandatory pre-opening price indications policy are intended to
solicit offsetting contra side interest to minimize price dislocation. This rationale does not apply in the case of
ETFs, which are derivatively priced in relation to, among other things, the values of the underlying component
securities, regardless of the extent of an order imbalance.

Rule 105(m) - NYSE Rule 105(m), which prohibits affiliates of specialist units from acting as a primary
market maker in the option on a specialty security, permits such activity with respect to options on a Fund
for affiliates of specialists that have Rule 98 approved procedures in place. The Exchange believes that, as
ETFs are derivatively priced, the conflicts of interest with respect to market making in both the underlying
security and its corresponding option are minimized in this case. The Exchange will also permit a NYSE Rule
98 affiliate of the ETF specialist to act in a market making capacity (but not as a specialist) in the ETF itself on
another market center.

Rule 98 - NYSE Rule 98 provides that affiliates of a specialist organization can receive an exemption from
certain rules applicable to specialists (principally impacting proprietary trading and investment banking),
provided they establish a system of information barriers between themselves and the affiliated specialist. One
of the conditions for the Rule 98 exemption is that the specialist organization be capitalized separate and
apart from any affiliate. The Exchange has deleted this requirement in the case of a specialist organization
that is registered only in ETFs. The Exchange believes that the separate capitalization requirement is not
required in such case, and that the question of adequacy of capital can be appropriately addressed by the
special allocation committee which will allocate the ETF. However, a specialist organization that is registered
only in ETFs will remain subject to the minimum capital requirements specified in Rule 104.20.

Exemptive, Interpretive and No-Action Relief Under Federal Securities Regulations and NYSE Rules

The Securities and Exchange Commission (“SEC”) has issued exemptive, interpretive and no-action relief
from certain provisions of and rules under the Act regarding trading in the above-mentioned Funds. In
addition, the SEC has approved an NYSE interpretive position with respect to the NYSE's short sale rule.
Members and member organizations are referred to the Letter from James Brigagliano, Acting Associate
Director, Division of Market Regulation, SEC, to Kathleen H. Moriarty, Carter, Ledyard & Milburn LLP, dated
June 15, 2006 (“SEC Letter”). A description of the SEC's exemptive relief follows; however, in the event of
any discrepancy between this description and the SEC Letter, the text of the SEC Letter controls.

Short Sale Rules - Transactions in ETFs will not be subject to “tick” requirements of the short sale rule of the
Commission (Rule 10a-1) or the Exchange (Rule 440B). Short orders must be marked SHORT or SHORT
EXEMPT. (See paragraph below regarding Rule 200(g) of Regulation SHO.)

Rule 200(g) of Regulation SHO- The SEC Division of Market Regulation has stated that the Division will
not recommend enforcement action under Rule 200(g) of Regulation SHO if a broker-dealer marks “short”
rather than “short exempt” a short sale effected in the Funds pursuant to the exemptions from the price test of
Rule 10a-1 that have been granted, subject to specified conditions, including that a broker-dealer executing
exempt short sales will mark such sales as “short” and in no event will such sales be marked “long”. (See
letter from James A. Brigagliano, Assistant Director, Division of Market Regulation, SEC, to Ira Hammerman,
Senior Vice President and General Counsel, Securities Industry Association, dated January 3, 2005.)

Regulation M Exemptions - Generally, Rules 101 and 102 of Regulation M prohibit any “distribution
participant” and its “affiliated purchasers” from bidding for, purchasing, or attempting to induce any person
to bid for or purchase any security which is the subject of a distribution until after the applicable restricted
period, except as specifically permitted in Regulation M. The provisions of the Rules apply to underwriters,
prospective underwriters, brokers, dealers, and other persons who have agreed to participate or are
participating in a distribution of securities.
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The SEC has granted an exemption from Rule 101 under Regulation M to permit persons participating
in a distribution of shares of the above-mentioned Funds to engage in secondary market transactions in
such shares during their participation in such a distribution. In addition, the SEC has granted relief under
Regulation M to permit persons who may be deemed to be participating in the distribution of shares of the
above-mentioned Funds (i) to purchase securities for the purpose of purchasing Creation Unit Aggregations
of Fund shares and to (ii) tender securities for redemption in Creation Unit Aggregations. Further, the SEC
has clarified that the tender of Fund shares to the Funds for redemption does not constitute a bid for or
purchase of any of the Funds' securities during the restricted period of Rule 101. The SEC has also granted
an exemption pursuant to paragraph (e) of Rule 102 under Regulation M to allow the redemption of Fund
shares in Creation Unit Aggregations during the continuous offering of shares.

Customer Confirmations for Creation or Redemption of Fund Shares (SEC Rule 10b-10) - Broker-dealers
who handle purchases or redemptions of Fund shares in Creation Unit size for customers will be permitted to
provide such customers with a statement of the number of Creation Unit Aggregations created or redeemed
without providing a statement of the identity, number and price of shares of the individual securities tendered
to the Fund for purposes of purchasing Creation Unit Aggregations (“Deposit Securities”) or the identity,
number and price of shares to be delivered by the Trust to the redeeming holder (“Redemption Securities”).
The composition of the securities required to be tendered to the Fund for creation purposes and of the
securities to be delivered on redemption will be disseminated each business day and will be applicable to
requests for creations or redemption, as the case may be, on that day. This exemptive relief under Rule
10b-10 with respect to creations and redemptions is subject to the following conditions:

(1) Confirmations to customers engaging in creations or redemptions must state that all information
required by Rule 10b-10 will be provided upon request;

(2) Any such request by a customer for information required by Rule 10b-10 will be filed in a timely
manner, in accordance with Rule 10b-10(c);

(3) Except for the identity, number and price of shares of the component securities of the Deposit
Securities and Redemption Securities, as described above, confirmations to customers must
disclose all other information required by Rule 10b-10(a).

SEC Rule 14e-5 -An exemption from Rule 14e-5 has been granted to permit any person acting as a dealer-
manager of a tender offer for a component security of the Funds to (1) redeem Fund shares in Creation Unit
Aggregations from the issuer that may include a security subject to such tender offer and (2) to purchase
Fund shares during such tender offer. In addition, a no-action position has been taken under Rule 14e-5 if a
broker-dealer acting as a dealer-manager of a tender offer for a security of the Fund purchases or arranges
to purchase such securities in the secondary market for the purpose of tendering such securities to purchase
one or more Creation Unit Aggregations of shares, if made in conformance with the following:

(i) such bids or purchases are effected in the ordinary course of business, in connection with a basket
of 20 or more securities in which any security that is the subject of a distribution, or any reference
security, does not comprise more than 5% of the value of the basket purchased; or

(ii) purchases are effected as adjustments to such basket in the ordinary course of business as a result
of a change in the composition of the underlying index; and

(iii) such bids or purchases are not effected for the purpose of facilitating such tender offer.

Section 11(d)(1); SEC Rules 11d1-1 and 11d1-2 - Section 11(d)(1) of the Act generally prohibits a person
who is both a broker and a dealer from effecting any transaction in which the broker-dealer extends credit
to a customer on any security which was part of a new issue in the distribution of which he participated as a
member of a selling syndicate or group within thirty days prior to such transaction. The SEC has clarified that
Section 11(d)(1) does not apply to broker-dealers that are not Authorized Participants (and, therefore, do not
create Creation Unit Aggregations) that engage in both proprietary and customer transactions in shares of
the Funds in the secondary market, and for broker-dealer Authorized Participants that engage in creations
of Creation Unit Aggregations. This relief is subject to specific conditions, including the condition that such
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broker-dealer (whether or not an Authorized Participant) does not, directly or indirectly, receive from the fund
complex any payment, compensation or other economic incentive to promote or sell the shares of the ETF to
persons outside the fund complex, other than non-cash compensation permitted under NASD Rule 2830 (I)(5)
(A), (B) or (C). See letter dated November 21, 2005 from Catherine McGuire, Chief Counsel, SEC Division of
Market Regulation, to Securities Industry Association, Derivative Products Committee. The Commission has
also taken a no-action position under Section 11(d)(1) of the Act that broker-dealers may treat shares of the
Funds, for purposes of Rule 11d1-2, as “securities issued by a registered open-end investment company as
defined in the Investment Company Act” and thereby extend credit or maintain or arrange for the extension
or maintenance of credit on shares that have been owned by the persons to whom credit is provided for more
than 30 days, in reliance on the exemption contained in the rule.

SEC Rule 15c1-5 and 15c1-6 - The SEC has taken a no-action position with respect to Rule 15c1-5 and
Rule 15c1-6 as to the required disclosure of control by a broker or dealer with respect to creations and
redemptions of Fund shares and secondary market transactions therein.

Other Matters

Due Diligence - Pursuant to NYSE Rule 405, before a member, member organization, allied member or
employee thereof undertakes to recommend a transaction in ETF shares, such person must exercise due
diligence to learn the essential facts relative to the customer. If any recommendation is made with respect
to such shares, the person making the recommendation should have a reasonable basis for believing, at
the time of making the recommendation, that the customer has such knowledge and experience in financial
matters that he or she may reasonably be expected to be capable of evaluating the risks and any special
characteristics of the recommended transaction, and is financially able to bear the risks of the recommended
transaction. Before a member, member organization or employee thereof recommends a transaction in the
Funds, a determination must be made that the recommendation is in compliance with all applicable Federal
and Exchange rules and regulations, including due diligence obligations under Exchange Rule 405.

Certain Specialist Transactions in ETFs - NYSE Rule 460.10 generally precludes certain business
relationships between an issuer and the specialist in the issuer's securities. Exceptions in the rule, however,
permit specialists in ETF shares to enter into Creation Unit transactions through the Distributor to facilitate
the maintenance of a fair and orderly market. Even so, a specialist Creation Unit transaction may only be
effected on the same terms and conditions as any other investor, and only at the net asset value of the ETF
shares. In addition, a specialist may acquire a position in excess of 10% of the outstanding issue of the ETF
shares. Specialists registered in a security issued by an investment company may purchase and redeem
the investment company unit, or securities that can be subdivided or converted into such unit, from the
investment company as appropriate to facilitate the maintenance of a fair and orderly market in the subject
security.

Trading Halts - In order to halt the trading of an ETF, the Exchange may consider, among other things, factors
such as the extent to which trading is not occurring in the underlying securities and whether other unusual
conditions or circumstances detrimental to the maintenance of a fair and orderly market are present. In
addition, trading in Fund shares is subject to trading halts caused by extraordinary market volatility pursuant
to NYSE Rule 80B.

Prospectus Delivery - Exchange members and member organizations should be mindful of applicable
prospectus delivery requirements under the federal securities laws with respect to transactions in the
Funds. In that regard, the Exchange notes that although NYSE Rule 1100(b) provides for delivery of written
descriptions to customers of Funds that have received an exemption from Section 24(d) of the Investment
Company Act, there is at this time no written description available for these particular Funds. Members and
member organizations are advised that delivery of a prospectus in lieu of a written description would satisfy
the requirements of Rule 1100(b).
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Purchases and Redemptions in Creation Unit Size - Exchange members and member organizations are
hereby informed that procedures for purchases and redemptions of Shares in Creation Unit Size are
described in the Funds' prospectus and Statement of Additional Information, and that Shares are not
individually redeemable but are redeemable only in Creation Unit Size aggregations or multiples thereof.

Surveillance. Exchange surveillance procedures applicable to trading in the Funds are comparable to those
applicable to other Investment Company Units currently trading on the Exchange.

Questions concerning the matters discussed in this Memorandum may be addressed as follows:

General Questions on ETFs:

James P. McGowan (212) 656-2490 (Competitive Position Group)

Michael Cavalier (212) 656-2474 (Office of the General Counsel)

Questions on:

Due Diligence Stephen A. Kasprzak (Member Firm Regulation) (212) 656-5226

Exchange Rules Daniel M. Labovitz (Market Surveillance) (212) 656-2081

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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June 15, 2006

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: CLARIFICATION TO INFORMATION MEMO 06-37 RE. PILOT PROGRAM FOR
TRANSMITTING ORDERS IN NYSE ARCASM LISTED STOCKS FROM THE NYSE TRADING FLOOR

On May 19, 2006, the New York Stock Exchange (“NYSE” or the “Exchange”) began a pilot program (the
“Pilot”) which allows members and member organizations to transmit agency orders in stocks listed on NYSE
ARCA sm from the Exchange's Trading Floor (the “Floor”) to NYSE ARCA sm for execution. See Information
Memo 06-27 (May 19, 2006) (attached).

In response to questions raised subsequent to the issuance of the above-referenced Information Memo, this
memo serves to clarify that the Pilot only applies to those stocks (listed below) that are primary listings on
NYSE ARCA. sm

 

Symbol Issuer
Security
Type

Primary
Exchange

 

ADY American Dairy Common Stock PCX
 

DR Darwin Professional Underwriters, Inc. Common Stock PCX
 

GCGC Golden Cycle Gold Corporation Common Stock PCX
 

ERI Emrise Corporation Common Stock PCX
 

JMG JMG Exploration Common Stock PCX
 

JMG+ JMG Exploration Warrants PCX
 

QGI QSGI, Inc. Common Stock PCX
 

RZ Raser Technologies, Inc. Common Stock PCX
 

SOU-A Southern California Gas Company 6%
Series A

Preferred Stock PCX

 

XAN Pegasus Communications Corp Common Stock PCX
 

ZP ZAP Common Stock PCX
 

Questions concerning the subject of this memo may be directed as follows:

Operational questions should be directed to Paul DesRoches, Director, Market Operations
Administration, at (212) 656-2485.

Questions about the Electronic Filing Platform should be addressed to Harry Mousmoules, Operations
Manager, EFP Platform, at (212) 656-4337.

General questions should be directed to Deanna Logan, Director, Office of the General Counsel, NYSE
Group at (212) 656-2389.

Regulatory questions should be directed to James G. Buckley, Vice President, Market Surveillance,
NYSE Regulation at (212) 656-2534, or to your Finance Coordinator in the Member Firm Regulation
Division of NYSE Regulation.

Business questions should be directed to Laura Morrison, Managing Director, Member Firm
Relationship Management, NYSE Group, at 212-656-4066 or NYSE ARCA officers Bob Hill at (312)
442-7069, Jenny Drake at (312) 442-7148, or Mike Cormack at (312) 442-7023.

___________________________
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Robert A. Marchman

Executive Vice President

Market Surveillance

Attachments

Information Memo

Member Firm Regulation

NYSE Regulation

NYSE Regulation, Inc. | 20 Broad Street

New York, NY 10005

nyse.com

Number 06-27

May 3, 2006

ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: CHARITABLE CONTRIBUTION SOLICITATIONS FROM FIDUCIARIES

The solicitation of substantial charitable contributions by customer representatives acting in a fiduciary
capacity may raise regulatory conflict of interest issues which deserve careful consideration by member
organizations. NYSE Regulation and NASD have prepared a Joint Memorandum (see attached Exhibit A) that
provides clarification and interpretive guidance on this subject.

It is important to note that the Joint Memorandum does not address customary charitable giving initiated by
member organizations or their foundations, nor solicitations received directly from charitable organizations.

Questions concerning the Joint Memorandum may be addressed to Gregory Taylor at (212) 656-2920.

________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Exhibit A

NYSE Regulation

JOINT MEMORANDUM OF NYSE REGULATION AND NASD

The solicitation of substantial charitable contributions by employees or agents of a customer acting in a

fiduciary capacity raises potential conflicts of interest that deserve careful consideration by members. 1   This
Joint Memorandum is intended to suggest some of the policies and procedures that firms should consider

adopting to address these conflicts. 2   This guidance does not address charitable giving by persons in their

individual capacities. 3 
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Many of the same concerns that led to the adoption of NYSE Rule 350 (Gifts and Gratuities) and NASD

Rule 3060 (Influencing or Rewarding Employees of Others) and NYSE proposed Rule 350A 4   (Business

Entertainment) and the proposal of NASD IM-3060 5   (Entertainment of the Employees of Persons who are
Customers of a Member) are present when employees of a customer acting in a fiduciary capacity (e.g.,
employees of an investment company, pension fund or investment manager) solicit substantial charitable

contributions 6   from members with whom they conduct or intend to conduct business. Making substantial
charitable contributions in response to these types of solicitations raises potential conflicts of interest that
require members to act carefully, and in a manner consistent with the best interests of the customer.

To address these conflicts, we encourage members to establish written procedures concerning their
charitable giving. The written procedures should take into account a firm's size and structure and its manner
of charitable giving. For example, certain procedures that may be appropriate for firms with a practice of
decentralized charitable giving may not be necessary for firms in which all charitable giving is centralized
(e.g., approved by the CEO).

In many cases, a member's procedures could require appropriate approval for charitable contributions that
exceed specific dollar thresholds or certain intervals of frequency or that are made by a member's associated
person on behalf of the firm. These thresholds could distinguish customary and minor charitable contributions
from substantial contributions that could, by their size or frequency, create potential conflicts of interest.
Any dollar thresholds established by a member should take into account the nature of the firm's business
and its customary practice of charitable giving. Under no circumstances should the threshold for charitable
contributions be based upon the level of actual or anticipated business done by the customer soliciting the

charitable contribution since that customer is acting in a fiduciary capacity. 7 

Members may find that establishing a dollar threshold for charitable contributions resolves many of the
potential conflicts raised by charitable solicitations from employees of a customer. However, for requests
that exceed the specified thresholds, firms may wish to implement additional procedures, including obtaining
specific approval from an appropriate representative of the customer (i.e., a person who is not involved in
soliciting the charitable contribution or in conducting business with the member firm), and reviewing the
business received from the customer employing the person soliciting the charitable contribution. After being
alerted to the request, the customer will be in a position to take necessary steps to ensure that any charitable
contribution made by the member in response to the request does not cause the person who made the
solicitation to act in a manner contrary to the interests of his or her employer. Such procedures should also
recognize the greater potential for a conflict of interest arising from solicitations for contributions on behalf
of charities that are closely aligned with the person making the request (e.g., an organization in which the
employee serves as an officer, or a charity sponsored by the employee) rather than those aligned with the
ultimate client for whom the employee works.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Members, in this context, being NASD members and NYSE member organizations.
2  This guidance does not address customary charitable giving initiated by members or their foundations

(provided such giving does not raise the conflicts addressed herein or is intended to circumvent a
firm's procedures in addressing these conflicts), nor does it address direct solicitations from charitable
organizations.
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3  However, NASD and NYSE remind firms that they must not seek to circumvent this guidance by making
charitable contributions through their employees (or other personnel) in their personal capacity, nor
should an employee's (or other personnel's) personal charitable contributions be indirect contributions by
the firm.

4  See SR-NYSE-2006-06.
5  See SR-NASD-2006-044.
6  For these purposes, a "charitable contribution" refers to a donation to an organization exempt from

federal income tax under Section 501(c)(3) of the Internal Revenue Code
7  No such issue is raised, of course, where a retail customer investing his or her own funds solicits a

charitable contribution.
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June 14, 2006

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Expiration Friday - June 16, 2006 - Rule 123C

IMPORTANT

June 16, 2006 will be a quarterly Expiration Friday for stock and index options and stock and index futures
products, whose settlement pricing is based upon Exchange opening or closing prices on that day.

This Information Memorandum is being distributed to remind members and member organizations of certain
rules and policies of the Exchange with respect to market-onclose/limit-on-close (“MOC/LOC”) order entry
and imbalance publication procedures.

S&P and Russell Indexes Rebalance

On June 16, 2006, S&P will again effect a quarterly share rebalancing of the S&P 500, the S&P
MidCap 400 and S&P SmallCap 600 indices. Details concerning these will be posted on S&P's website
(www.standardandpoors.com).

June 16, 2006 will also be one of the dates the Russell Indexes will issue a preliminary list of additions and
deletions to the Russell 3000® and Russell Microcap™ indexes will be published.

Market-On-Close/Limit-On-Close Order Entry Procedures

Members and member organizations are strongly urged to carefully review their procedures for entering
MOC and LOC orders. In this regard, such orders should be entered with the specialist as early in the day
as feasible. This will provide an opportunity for specialists to better ascertain possible order imbalances
that might exist at the close, and to disseminate that information. Consequently, efforts can be made more
effectively to contact potential offsetting interest which could mitigate any existing imbalance.

Index arbitrageurs are reminded that MOC/LOC orders relating to expiring derivative instruments whose
settlement pricing is based upon NYSE closing prices may not be entered after 3:40 p.m., even if such orders
might offset MOC imbalances published on the tape after 3:40 p.m.

Market-On-Close/Limit-On-Close Imbalance Publication Procedures

a. Informational MOC imbalance publications between 3:00 p.m. and 3:40 p.m.

In view of possible greater than normal volume on June 16, 2006, specialists should disseminate MOC
imbalances as early as possible. Between 3:00 p.m. and 3:40 p.m., specialists are encouraged to publish
informational MOC imbalances of any size that could cause significant price dislocation at the close. These
publications are informational only and do not limit MOC/LOC order entry or cancellation before 3:40 p.m.
Pursuant to Rule 123C, publication of informational imbalances requires Floor Official approval.

Members and member organizations are reminded that under Rule 123C, publication of informational
imbalances between 3:00 p.m. and 3:40 p.m. are to be updated as soon as practicable after 3:40 p.m.

b. Required MOC imbalance publications at 3:40 p.m. and 3:50 p.m.
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As soon as practicable after 3:40 p.m., the specialist must publish any imbalance of 50,000 shares or more,
regardless of whether an informational imbalance was published. In addition, any specialist who published an
informational imbalance of any size must publish an update, indicating either the current imbalance or a “no
imbalance” situation as soon as practicable after 3:40 p.m. In situations where the specialist did not publish
an imbalance or a “no imbalance” notification at 3:40 p.m., but an order imbalance occurred after 3:40 p.m.,
the specialist may publish such imbalance at 3:50p.m. in a manner consistent with the requirements set forth
in Rule 123C and this memorandum.

As soon as practicable after 3:50 p.m., specialists must update imbalances published at 3:40 p.m. or
indicate “no imbalance”. If the specialist reported “no imbalance” at 3:40 p.m., the specialist must publish any
significant imbalance or any imbalance of 50,000 shares or more as soon as practicable after 3:50 p.m.

c. Recommended MOC imbalance publications

Specialists are encouraged to publish MOC imbalances of fewer than 50,000 shares that could cause
significant price dislocation at the close. With respect to such imbalance publications at either 3:40 p.m. or
3:50 p.m., specialists are expected to obtain Floor Official approval prior to publication if possible.

Adequacy of operations and supervisory staff

Specialists should ensure that both operational and supervisory staffing are sufficient to monitor and process
all orders, regardless of the form in which they are received, as well as to handle the increased workload.
Specialists should seek the advice of a Floor Official for unusual situations as early as possible.

See Rule 123C for further discussion of procedures for MOC and LOC orders.

Expiration Day Opening Imbalance Publication

Exchange Rule 123C has been amended to eliminate the publication of market order imbalances of 50,000
shares or more in all stocks via the low-speed ticker and the news services. This provision was eliminated
because, on occasion, the practice of publishing only pre-opening market order imbalances prompted
concerns from some market participants that the information might be misleading, since the imbalances
disseminated may not show the true imbalance situation in a stock. This was of special concern in those
stocks that are part of an expiring index whose settlement is based on NYSE opening prices, since limit
orders are not included in the imbalance publication. As a result, the Exchange eliminated these publications.

The Exchange will, however, continue to utilize its pre-opening procedures with respect to price indications
in situations where the opening price would be affected by an imbalance of buy and sell orders, both market
and limit orders, in a security. These procedures, as set forth in Rule 123D (“Openings and Halts in Trading”),
provide ample notification to the marketplace through multiple price indications if necessary under the
supervision of a Floor Official.

In addition, Intermarket Trading System procedures contained in NYSE Rule 15 (ITS and Pre-Opening
Applications) require pre-opening price notifications if the opening price of a stock is anticipated to be more
than .10 of a point from a composite last sale under $15 or more than .25 of a point from a composite last
sale of $15 or higher.

These procedures set forth in Rule 123D and Rule 15 have proven effective in providing adequate and useful
information to the marketplace in situations involving price changes based on order imbalances and the
Exchange believes they will continue to do so.

Due Diligence Requirements and Compliance Procedures

Consistent with the requirements of Exchange Rule 405, before any at-the-close order is transmitted to the
Floor, the member or member organization accepting the order must exercise due diligence to learn the
essential facts relative to the order, including the purpose and propriety of the at-the-close instruction. In
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addition, an imbalance of orders at or near the close, caused in part by the entry of such orders, could lead to
trading being halted in the security and such orders not receiving an execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep
in mind the requirements of Exchange Rule 97 regarding member trading. Firms should review procedures
utilized in connection with orders to be executed at or near the close with their traders and other order entry
personnel. Firms should also review systemic order entry functions (e.g., algorithms or “smart servers”) for
compliance with the provisions of this Information Memorandum. Firms should also review the provisions of
Information Memo No. 95-28 (July 10, 1995) (see Attachment A), which discussed trading near the close and
trading activity that would constitute violations of Exchange Rules as well as federal securities laws.

In that connection, firms are reminded that where a firm has committed to purchase from (sell to) a customer
an order at a price that is derived from the closing price (e.g., VWAP and MOC orders), reserving a significant
position of its hedging or covering transaction to be executed at or near the close, it must operate with
substantial care. If the transaction is completed in a manner that does not effectively place the firm at market
risk or if the transaction does not provide an opportunity for possible contra side interest to develop and/or
react to the activity, it would raise manipulative concerns and would operate as conduct inconsistent with just
and equitable principles of trade. This could occur if a firm's trader or firm's “smart server” entered a single or
multiple orders into the market at or near the close.

In addition, members and member organizations should review other applicable SEC and New York Stock
Exchange regulations, such as Section 9(a)(2) of the Securities Exchange Act and Rules 10a-1, 10b-5, as
well as the margin and capital rules. Firms must ensure that they have adequate policies and procedures in
place to detect, deter, and prevent such potentially violative conduct.

Questions concerning this memorandum may be addressed to the following persons or areas in the Market
Surveillance Division:

Rohan Prashad, Director, Member Trading and Audit Trail at (212) 656-6772

On Floor Surveillance Unit at (212) 656-5321

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
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June 7, 2006

   ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Trading of iPath Exchange-Traded Notes and Rules 1300B and 1301B

Trading in a new product, the iPath SM Exchange-Traded Notes (symbol: GSP) (the “Notes”), will begin on
the NYSE on June 7, 2006. Members and member organizations are advised that the Exchange has adopted
new Rules 1300B and 1301B applicable to trading in the Notes, attached as Exhibit A.

The purpose of this memorandum is to outline various rules and policies that will be applicable to trading in
this new product, including certain exemptive, interpretive and no-action positions taken by the Securities and
Exchange Commission (“SEC”), as well as to highlight the characteristics and risk of the Notes. For a more
complete description of the Notes , visit the Notes' website, www.ipathetn.com, or consult the prospectus
used in connection with the offering of the Notes (“Prospectus”).

Description of the Notes

The Notes are Index-linked debt securities of Barclays Bank PLC (“Barclays”) linked to the performance of the
GSCI® Total Return Index (the “Index”).

The GSCI® is a proprietary index on a production-weighted basket of futures contracts on physical
commodities traded on trading facilities in major industrialized countries. The Index reflects the excess returns
that are potentially available through an unleveraged investment in the contracts comprising the GSCI® plus
the Treasury Bill rate of interest that could be earned on funds committed to the trading of the underlying
contracts. The Treasury Bill rate of interest used for purposes of calculating the index on any day is the 91-
day auction high rate for U.S. Treasury Bills, as reported on Telerate page 56, or any successor page, on the
most recent of the weekly auction dates prior to such day.

There is no regulated source of last sale information regarding physical commodities and the SEC has no
jurisdiction over the trading of physical commodities such as aluminum, gold, crude oil, heating oil, corn and
wheat, or the futures contracts on which the value of the Notes is based.

The Notes provide for a cash payment at maturity or upon earlier exchange at the holder's option, based on
the performance of the Index subject to the adjustments described below. The principal amount of each Note
will be $50. The Notes will trade on the Exchange's equity trading floor and the Exchange's existing equity
trading rules will apply to trading in the Notes. The Notes will not have a minimum principal amount that will
be repaid and, accordingly, payment on the Notes prior to or at maturity may be less than the original issue
price of the Notes. In fact, the value of the Index must increase for the investor to receive at least the $50
principal amount per Note at maturity or upon exchange or redemption. If the value of the Index decreases or
does not increase sufficiently to offset the investor fee (described below), the investor will receive less, and
possibly significantly less, than the $50 principal amount per Note. In addition, holders of the Notes will not
receive any interest payments from the Notes. The Notes will have a term of 30 years.

Holders who have not previously redeemed their Notes will receive a cash payment at maturity equal to the
principal amount of their Notes times the index factor on the Final Valuation Date (as defined below) minus
the investor fee on the Final Valuation Date. The “index factor” on any given day will be equal to the closing
value of the Index on that day divided by the initial index level. The index factor on the Final Valuation Date
will be equal to the final index level divided by the initial index level. The “initial index level” is the closing
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value of the Index on the date of issuance of the Notes (the “Trade Date”), and the “final index level” is the
closing value of the Index on the Final Valuation Date. The investor fee is equal to 0.75% per year times
the principal amount of a holder's Notes times the index factor, calculated on a daily basis in the following
manner: The investor fee on the Trade Date will equal zero. On each subsequent calendar day until maturity
or early redemption, the investor fee will increase by an amount equal to 0.75% times the principal amount of
a holder's Notes times the index factor on that day (or, if such day is not a trading day, the index factor on the
immediately preceding trading day) divided by 365. The investor fee is the only fee holders will be charged in
connection with their ownership of the Notes.

Prior to maturity, holders may, subject to certain restrictions, redeem their Notes on any Redemption Date
(defined below) during the term of the Notes provided that they present at least 50,000 Notes for redemption,
or they act through a broker or other financial intermediaries (such as a bank or other financial institution not
required to register as a broker-dealer to engage in securities transactions) that are willing to bundle their
Notes for redemption with other investors' Notes. If a holder chooses to redeem such holder's Notes on a
Redemption Date, such holder will receive a cash payment on such date equal to the principal amount of
such holder's Notes times the index factor on the applicable Valuation Date minus the investor fee on the
applicable Valuation Date. A “Redemption Date” is the third business day following a Valuation Date (other
than the Final Valuation Date (defined below)). A “Valuation Date” is each Thursday from the first Thursday
after issuance of the Notes until the last Thursday before maturity of the Notes (the “Final Valuation Date”)
inclusive (or, if such date is not a trading day, the next succeeding trading day), unless the calculation agent
determines that a market disruption event, as described below, occurs or is continuing on that day. In that
event, the Valuation Date for the maturity date or corresponding Redemption Date, as the case may be, will
be the first following trading day on which the calculation agent determines that a market disruption event
does not occur and is not continuing. In no event, however, will a Valuation Date be postponed by more than
five trading days.

Any of the following will be a market disruption event: (i) a material limitation, suspension or disruption in
the trading of any Index component which results in a failure by the trading facility on which the relevant
contract is traded to report a daily contract reference price (i.e., the price of the relevant contract that is
used as a reference or benchmark by market participants); (ii) the daily contract reference price for any
Index component is a “limit price”, which means that the daily contract reference price for such contract
has increased or decreased from the previous day's daily contract reference price by the maximum amount
permitted under the applicable rules or procedures of the relevant trading facility; (iii) failure by the Index
Sponsor to publish the closing value of the Index or of the applicable trading facility or other price source
to announce or publish the daily contract reference price for one or more Index component; or (iv) any
other event, if the calculation agent determines in its sole discretion that the event materially interferes with
Barclays' ability or the ability of any of Barclays' affiliates to unwind all or a material portion of a hedge with
respect to the Notes that Barclays or Barclays' affiliates have effected or may effect as described herein in
connection with the sale of the Notes.

If a Valuation Date is postponed by five trading days, that fifth day will nevertheless be the date on which the
value of the Index will be determined by the calculation agent. In such an event, the calculation agent will
make a good faith estimate in its sole discretion of the value of the Index.

To redeem their Notes, holders must instruct their broker or other person through whom they hold their Notes
to take the following steps:

• deliver a notice of redemption to Barclays via email by no later than 11:00 a.m. New York time on
the business day prior to the applicable Valuation Date. If Barclays receives such notice by the
time specified in the preceding sentence, it will respond by sending the holder a confirmation of
redemption;
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• deliver the signed confirmation of redemption to Barclays via facsmile in the specified form by
4:00 p.m. New York time on the same day. Barclays must acknowledge receipt in order for the
confirmation to be effective; and

• transfer such holder's book-entry interest in its Notes to the trustee on Barclays' behalf at or prior to
10:00 a.m. on the applicable Redemption Date (the third business day following the Valuation Date).

If holders elect to redeem their Notes, Barclays may request that Barclays Capital Inc. (a brokerdealer)
purchase the Notes for the cash amount that would otherwise have been payable by Barclays upon
redemption. In this case, Barclays will remain obligated to redeem the Notes if Barclays Capital Inc. fails to
purchase the Notes. Any Notes purchased by Barclays Capital Inc. may remain outstanding.

If an event of default occurs and the maturity of the Notes is accelerated Barclays will pay the default amount
in respect of the principal of the Notes at maturity. The default amount for the Notes on any day will be an
amount, determined by the calculation agent in its sole discretion, equal to the cost of having a qualified
financial institution, of the kind and selected as described below, expressly assume all Barclays' payment and
other obligations with respect to the Notes as of that day and as if no default or acceleration had occurred, or
to undertake other obligations providing substantially equivalent economic value to the holders of the Notes
with respect to the Notes. That cost will equal:

• the lowest amount that a qualified financial institution would charge to effect this assumption or
undertaking, plus

• the reasonable expenses, including reasonable attorneys' fees, incurred by the holders of the Notes
in preparing any documentation necessary for this assumption or undertaking.

During the default quotation period for the Notes (described below), the holders of the Notes and/or Barclays
may request a qualified financial institution to provide a quotation of the amount it would charge to effect this
assumption or undertaking. If either party obtains a quotation, it must notify the other party in writing of the
quotation. The amount referred to in the first bullet point above will equal the lowest — or, if there is only
one, the only — quotation obtained, and as to which notice is so given, during the default quotation period.
With respect to any quotation, however, the party not obtaining the quotation may object, on reasonable
and significant grounds, to the assumption or undertaking by the qualified financial institution providing the
quotation and notify the other party in writing of those grounds within two business days after the last day
of the default quotation period, in which case that quotation will be disregarded in determining the default
amount. The default quotation period is the period beginning on the day the default amount first becomes due
and ending on the third business day after that day, unless:

• no quotation of the kind referred to above is obtained, or
• every quotation of that kind obtained is objected to within five business days after the due date as

described above.

If either of these two events occurs, the default quotation period will continue until the third business day after
the first business day on which prompt notice of a quotation is given as described above. If that quotation is
objected to as described above within five business days after that first business day, however, the default
quotation period will continue as described in the prior sentence and this sentence.

In any event, if the default quotation period and the subsequent two business day objection period have not
ended before the Final Valuation Date, then the default amount will equal the stated principal amount of the
Notes.

Major market data vendors will disseminate at least every 15 seconds (during the time that the Shares trade
on the Exchange) the GSCI and Index values.

An intraday “Indicative Value” meant to approximate the intrinsic economic value of the Notes will be
calculated and published via the facilities of the Consolidated Tape Association (“CTA”) every 15 seconds
throughout the NYSE trading day on each day on which the Notes are traded on the Exchange.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

33

http://researchhelp.cch.com/License_Agreement.htm


Additionally, Barclays or an affiliate will calculate and publish the closing Indicative Value of the Notes on
each trading day at www.ipathetn.com. In connection with the Notes, the term “Indicative Value” refers to the
value at a given time determined based on the following equation:

Indicative Value = Principal Amount per Unit × (Current Index Level / Initial Index Level ) − Current
Investor Fee

where:

Principal Amount per Unit = $50

Current Index Level = The most recent published level of the Index as reported by The Goldman Sachs
Group, Inc.

Initial Index Level = The Index level on the trade date for the Notes.

Current Investor Fee = The most recent daily calculation of the investor fee with respect to the Notes,
determined as described above (which, during any trading day, will be the investor fee determined on
the preceding calendar day).

Risk Factors Related to Investing in the Notes

The Notes are unsecured promises of Barclays Bank PLC and are not secured debt. The Notes are riskier
than ordinary unsecured debt securities. As stated in the Prospectus, an investment in the Notes includes the
following risks: carries certain risks:

• Even if the value of the Index at maturity or upon redemption exceeds the initial Index level, Note
holders may receive less than the principal amount of their Notes.

• Note holders will not benefit from any increase in the value of the Index if such increase is not
reflected in the value of the Index on the applicable valuation date.

• There are restrictions on the minimum number of Notes a Note holder may redeem and on the
dates on which a Note holder may redeem them.

• The market value of the Notes may be influenced by many unpredictable factors, including volatile
commodities prices suspension or disruptions of market trading in commodities and related futures
may adversely affect the value of the Notes.

• Higher future prices of the Index components relative to their current prices may decrease the
amount payable at maturity or upon redemption.

• Historical values of the Index or any Index component should not be taken as an indication of the
future performance of the Index during the term of the Notes.

• Commodity prices may change unpredictably, affecting the value of the Index and the value of the
Notes in unforeseeable ways.

• Changes in the Treasury bill rate of interest may affect the value of the Index and the Notes.
• Changes in Barclays' credit ratings may affect the market value of the Notes.
• Note holders will not receive interest payments on the Notes or have rights in the exchange traded

futures contracts constituting the Index components.
• There may not be an active trading market in the Notes; sales in the secondary market may result in

significant losses.
• Trading and other transactions by Barclays Bank PLC or its affiliates in instruments linked to the

Index or Index components may impair the market value of the Notes.
• Barclays' business activities may create conflicts of interest.
• Barclays Bank PLC and its affiliates have no affiliation with Goldman, Sachs & Co. and are not

responsible for its public disclosure of information, which may change over time.
• The policies of the Index sponsor and changes that affect the Index or the Index components could

affect the amount payable on the Notes and their market value.
• The GSCI® may in the future include contracts that are not traded on regulated futures exchanges.
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• Changes in the composition and valuation of the Index or the GSCI ® may adversely affect the
Notes.

• There are potential conflicts of interest between the Noteholders and the calculation agent.
• The calculation agent can postpone the determination of the value of the Index or the maturity date

or redemption date if a market disruption event occurs on a valuation date.

Exchange Rules Applicable to the Trading of the Notes

The Notes are considered “securities” under Exchange Rule 3 and are subject to all applicable trading rules.

Application of Rules 1300B (b) and 1301B

Under Supplementary Material .10 to Rule 1301B, Rules 1300B(b) and 1301B will apply to securities listed
under Section 703.19 (“Other Securities”) of the Exchange's Listed Company Manual, where the price of such
securities is based in whole or part on the price of (a) a commodity or commodities, (b) any futures contracts
or other derivatives based on a commodity or commodities; or (c) any index based on either (a) or (b) above.

Under Rule 1300B(b), the specialist in the Notes, the specialist's member organization and other specified
persons will be prohibited under paragraph (m) of Exchange Rule 105 Guidelines from acting as market
maker or functioning in any capacity involving market-making responsibilities in the Index components,
the commodities underlying the Index components, or options, futures or options on futures on the Index,
or any other derivatives (collectively, “derivative instruments”) based on the Index or based on any Index
component or any physical commodity underlying an Index component. If the member organization acting as
specialist in the Notes is entitled to an exemption under NYSE Rule 98 from paragraph (m) of NYSE Rule 105
Guidelines, then that member organization could act in a market making capacity in the Index components,
the commodities underlying the Index components, or derivative instruments based on the Index or based on
any Index component or commodity underlying an Index component, other than as a specialist in the Notes
themselves, in another market center.

Under Rule 1301B (a), the member organization acting as specialist in the Notes (1) will be obligated to
conduct all trading in the Notes in its specialist account, (subject only to the ability to have one or more
investment accounts, all of which must be reported to the Exchange), (2) will be required to file with the
Exchange and keep current a list identifying all accounts for trading in the Index components or the physical
commodities underlying the Index components, or derivative instruments based on the Index or based on
the Index components or the physical commodities underlying the Index components, which the member
organization acting as specialist may have or over which it may exercise investment discretion, and (3)
will be prohibited from trading in the Index components or the physical commodities underlying the Index
components, or derivative instruments based on the Index or based on the Index components or the physical
commodities underlying the Index components, in an account in which a member organization acting as
specialist, controls trading activities which have not been reported to the Exchange as required by Rule
1301B.

Under Rule 1301B (b), the member organization acting as specialist in the Notes will be required to make
available to the Exchange such books, records or other information pertaining to transactions by the member
organization and other specified persons for its or their own accounts in the Index components or the physical
commodities underlying the Index components, or derivative instruments based on the Index or based on
the Index components or the physical commodities underlying the Index components, as may be requested
by the Exchange. This requirement is in addition to existing obligations under Exchange rules regarding the
production of books and records.

Under Rule 1301B (c), i n connection with trading the Index components or the physical commodities
underlying the Index components, or derivative instruments based on the Index or based on the Index
components or the physical commodities underlying the Index components, the specialist could not use any
material nonpublic information received from any person associated with a member or employee of such
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person regarding trading by such person or employee in the Index components or the physical commodities
underlying the Index components, or derivative instruments based on the Index or based on the Index
components or the physical commodities underlying the Index components.

Hours of Trading

Trading in the Notes will be until 4:00 p.m.

Exemptive, Interpretive and No-Action Relief Under Federal Securities Regulations and NYSE Rules

The SEC has issued exemptive, interpretive and no-action relief from certain provisions of and rules under
the Securities Exchange Act of 1934, as amended (the “Exchange Act”), regarding trading in the Notes, which
is summarized below. See letter dated may 30, 2006, from James A. Brigagliano, Acting Associate Director,
Office of Trading Practices and Processing, Division of Market Regulation, to George H. White (the “Letter”).
As this is only a summary of the relief granted by the SEC, the Exchange also advises interested members to
consult the Letter, for more complete information regarding the trading practices relief granted by the SEC. In
addition, the Exchange has taken an interpretive position with respect to its short sale rule.

Short Sale Rules - Transactions in the Notes will not be subject to “tick” requirements of the short sale rule of
the Commission (Rule 10a-1) or the Exchange (Rule 440B). Short orders must be marked SHORT or SHORT
EXEMPT.

Rule 200(g) of Regulation SHO - The SEC Division of Market Regulation has stated that the Division will
not recommend enforcement action under Rule 200(g) of Regulation SHO if a broker-dealer marks “short”
rather than “short exempt” a short sale effected in the Notes pursuant to the exemptions from the price test of
Rule 10a-1 that have been granted, subject to specified conditions, including that a broker-dealer executing
exempt short sales will mark such sales as “short” and in no event will such sales be marked “long”.

Regulation M Exemptions - Generally, Rules 101 and 102 of Regulation M is an antimanipulation regulation
that, subject to certain exemptions, prohibits a “distribution participant” and the issuer or selling security
holder, in connection with a distribution of securities, from bidding for, purchasing, or attempting to induce
any person to bid for or purchase, any security which is the subject of a distribution until after the applicable
restricted period, except as specifically permitted in Regulation M. The provisions of the Rules apply to
underwriters, prospective underwriters, brokers, dealers, and other persons who have agreed to participate or
are participating in a distribution of securities, and affiliated purchasers of such persons.

The SEC has granted an exemption from paragraph (d) of Rule 101 under Regulation M to permit persons
who may be deemed to be participating in a distribution of Notes to bid for or purchase Notes during their
participation in such distribution.

Rule 102 of Regulation M prohibits issuers, selling security holders, or any affiliated purchaser of such person
from bidding for, purchasing, or attempting to induce any person to bid for or purchase a covered security
during the applicable restricted period in connection with a distribution of securities effected by or on behalf
of an issuer or selling security holder. Rule 100 of Regulation M defines “distribution” to mean any offering
of securities that is distinguished from ordinary trading transactions by the magnitude of the offering and the
presence of special selling efforts and selling methods. The SEC has granted an exemption from paragraph
(e) of Rule 102 to permit Barclays and its affiliated purchasers to cover bids for or purchase or redeem Notes
during the continuous offering of the Notes.

Section 11(d)(1) of the Exchange Act; Exchange Act Rule 11d1-2 - Section 11(d)(1) of the Exchange Act
generally prohibits a person who is both a broker and a dealer from effecting any transaction in which the
broker-dealer extends credit to a customer on any security which was part of a new issue in the distribution
of which he or she participated as a member of a selling syndicate or group within thirty days prior to such
transaction.
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The SEC has also taken a no-action position under Section 11(d)(1) of the Exchange Act that broker-dealers
(other than the Distributor) may treat the Notes, for purposes of Rule 11d1-2, as “securities issued by a
registered … open-end investment company as defined in the Investment Company Act” and thereby, extend
credit or maintain or arrange for the extension or maintenance of credit on the Notes that have been owned
by the persons to whom credit is provided for more than 30 days, in reliance on the exemption contained in
the rule.

Due Diligence

Before a member, member organization, allied member or employee thereof recommends a transaction
in the Notes, such person must exercise due diligence to learn the essential facts relative to the customer
pursuant to Exchange Rule 405, and must determine that the recommendation complies with all other
applicable Exchange and Federal rules and regulations. A person making such recommendation should have
a reasonable basis for believing, at the time of making the recommendation, that the customer has sufficient
knowledge and experience in financial matters that he or she may reasonably be expected to be capable of
evaluating the risks and any special characteristics of the recommended transaction, and is financially able to
bear the risks of the recommended transaction.

Trading Halts

In order to halt the trading of the Notes, the Exchange may consider, among other things, factors such as
the extent to which trading is not occurring in commodities underlying the index or whether other unusual
conditions or circumstances detrimental to the maintenance of a fair and orderly market are present. In
addition, trading in Shares is subject to trading halts caused by extraordinary market volatility pursuant to
Exchange Rule 80B (“Circuit Breaker”).

The Exchange will cease trading the Notes if there is a halt or disruption in the dissemination of the Index
value or the Indicative Value. In the event that the Exchange is open for business on a day that is not a GSCI
Business Day, the Exchange will not permit trading of the Notes on that day.

Prospectus Delivery

Members are advised to consult the section entitled “Plan of Distribution,” in the Prospectus, with respect to
the prospectus-delivery requirements relating to the Notes.

Surveillance

The Exchange's surveillance procedures applicable to equity securities will be used for the Notes.

Questions concerning the matters discussed in this Memorandum may be addressed as follows:

General Questions

Susan G. Waiter (212) 656-2818 (Investment Banking Services)

John Carey (212) 656-5640 (Office of the General Counsel)

Questions on:

Suitability

Steve Kasprzak (Member Firm Regulation)

(212) 656-5226

Specialist Issues

Jerome Reda (Market Surveillance)
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(212) 656-5354

or

Wendy T. Kong (Market Surveillance)

(212) 656-5857

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Attachments

EXHIBIT A

Text of Rules 1300B and 1301B

Rule 1300B

(a) The provisions of this Rule 1300B series apply only to Commodity Trust Shares. The term “Commodity
Trust Shares” as used in this Rule and in Rule 1301B means a security that (a) is issued by a trust (“Trust”)
which (i) is a commodity pool that is managed by a commodity pool operator registered as such with the
Commodity Futures Trading Commission, and (ii) which holds positions in futures contracts on a specified
commodity index, or interests in a commodity pool which, in turn, holds such positions; (b) when aggregated
in some specified minimum number may be surrendered to the Trust by the beneficial owner to receive
positions in futures contracts on a specified index and cash or short term securities. The term “futures
contract” is commonly known as a “contract of sale of a commodity for future delivery” set forth in Section 2(a)
of the Commodity Exchange Act. While Commodity Trust Shares are not technically Investment Company
Units and thus are not covered by Rule 1100, all other rules that reference “Investment Company Units,”
as defined and used in Para. 703.16 of the Listed Company Manual, including, but not limited to Rules 13,
36.30, 98, 104, 460.10, 1002, and 1005 shall also apply to Commodity Trust Shares. When these rules
reference Investment Company Units, the word “index” (or derivative or similar words) will be deemed to be
the applicable commodity index and the word “security” (or derivative or similar words) will be deemed to be
“Commodity Trust Shares”.

(b) As is the case with Investment Company Units, paragraph (m) of the Guidelines to Rule 105 shall also
apply to Commodity Trust Shares. Specifically, Rule 105(m) shall be deemed to prohibit an equity specialist,
his member organization, other member, allied member or approved person in such member organization or
officer or employee thereof from acting as a market maker or functioning in any capacity involving market-
making responsibilities in the physical commodities included in, or options, futures or options on futures on,
the index underlying an issue of Commodity Trust Shares, or any other derivatives based on such index
or based on any commodity included in such index. However, an approved person of an equity specialist
entitled to an exemption from Rule 105(m) under Rule 98 may act in a market making capacity, other than as
a specialist in the same issue of Commodity Trust Shares in another market center, in physical commodities
included in, or options, futures or options on futures on, the index underlying an issue of Commodity Trust
Shares, or any other derivatives based on such index or based on any commodity included in such index.

(c) Except to the extent that specific provisions in this Rule govern, or unless the context otherwise requires,
the provisions of all Exchange Rules and policies shall be applicable to the trading of Commodity Trust
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Shares on the Exchange. Pursuant to Exchange Rule 3 (“Security”), Commodity Trust Shares are included
within the definition of “security” or “securities” as those terms are used in the rules of the Exchange.

Rule 1301B

(a) The member organization acting as specialist in Commodity Trust Shares is obligated to conduct all
trading in the Shares in its specialist account, subject only to the ability to have one or more investment
accounts, all of which must be reported to the Exchange. (See Rules 104.12 and 104.13.) In addition,
the member organization acting as specialist in Commodity Trust Shares must file with the Exchange in
a manner prescribed by the Exchange and keep current a list identifying all accounts for trading in the
physical commodities included in, or options, futures or options on futures on, an index underlying an issue
of Commodity Trust Shares in which the member organization acts as specialist, or any other derivatives
based on such index or based on any commodity included in such index, which the member organization
acting as specialist may have or over which it may exercise investment discretion. No member organization
acting as specialist in Commodity Trust Shares shall trade in physical commodities included in, or options,
futures or options on futures on, an index underlying an issue of Commodity Trust Shares in which the
member organization acts as specialist, or any other derivatives based on such index or based on any
commodity included in such index, in an account in which a member organization acting as specialist, directly
or indirectly, controls trading activities, or has a direct interest in the profits or losses thereof, which has not
been reported to the Exchange as required hereby.

(b) In addition to the existing obligations under Exchange rules regarding the production of books and records
(see, e.g., Rule 476(a)(11)), the member organization acting as specialist in Commodity Trust Shares shall
make available to the Exchange such books, records or other information pertaining to transactions by such
entity or any member, allied member, approved person, registered or non-registered employee affiliated with
such entity for its or their own accounts in options, futures or options on futures on, an index underlying an
issue of Commodity Trust Shares in which the member organization acts as specialist; or in any commodity
included in such index; or in any other derivatives based on such index or based on any commodity included
in such index, as may be requested by the Exchange.

(c) In connection with trading any physical commodity included in, or options, futures or options on futures
on, an index underlying an issue of Commodity Trust Shares in which the member organization acts as
specialist, or any other derivatives based on such index (including Commodity Trust Shares) or based on any
commodity included in such index, the specialist registered as such in an issue of Commodity Trust Shares
shall not use any material nonpublic information received from any person associated with a member or
employee of such person regarding trading by such person or employee in the options, futures or options on
futures [of] on an index underlying an issue of Commodity Trust Shares in which the member organization
acts as specialist; or in any other derivatives on such index; or in any commodity included in such index or
any derivatives on such commodity.

Supplementary Material:

.10 The provisions of Rule 1300B (b) and Rule 1301B shall apply to securities listed on the Exchange
pursuant to Section 703.19 (“Other Securities”) of the Listed Company Manual where the price of such
securities is based in whole or part on the price of (a) a commodity or commodities, (b) any futures contracts
or other derivatives based on a commodity or commodities; or (c) any index based on either (a) or (b) above.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 06-40

Click to open document in a browser

June 7, 2006

   ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Trading of iPath Exchange-Traded Notes and Rules 1300B and 1301B

Trading in a new product, the iPath SM Exchange-Traded Notes (symbol: DJP) (the “Notes”), will begin on the
NYSE on June 7, 2006. Members and member organizations are advised that the Exchange has adopted
new Rules 1300B and 1301B applicable to trading in the Notes, attached as Exhibit A.

The purpose of this memorandum is to outline various rules and policies that will be applicable to trading in
this new product, including certain exemptive, interpretive and no-action positions taken by the Securities and
Exchange Commission (“SEC”), as well as to highlight the characteristics and risk of the Notes. For a more
complete description of the Notes , visit the Notes' website, www.ipathetn.com, or consult the prospectus
used in connection with the offering of the Notes (“Prospectus”).

Description of the Notes

The Notes are Index-linked debt securities of Barclays Bank PLC (“Barclays”) linked to the performance of the
Dow Jones — AIG Commodity Index Total Return (the “Index”).

The Index is designed to be a diversified benchmark for commodities as an asset class and reflects the
returns that are potentially available through an unleveraged investment in the futures contracts on physical
commodities comprising the Index plus the rate of interest that could be earned on cash collateral invested
in specified Treasury Bills. The Index currently is composed of the prices of 19 exchange-traded futures
contracts on physical commodities. An exchange-traded futures contract is a bilateral agreement providing
for the purchase and sale of a specified type and quantity of a commodity or financial instrument during a
stated delivery month for a fixed price. The 19 Index commodities selected for 2006 are as follows: aluminum,
coffee, copper, corn, cotton, crude oil, gold, heating oil, hogs, live cattle, natural gas, nickel, silver, soybeans,
soybean oil, sugar, unleaded gasoline, wheat and zinc.

There is no regulated source of last sale information regarding physical commodities and the SEC has no
jurisdiction over the trading of physical commodities such as aluminum, gold, crude oil, heating oil, corn and
wheat, or the futures contracts on which the value of the Notes is based.

The Notes provide for a cash payment at maturity or upon earlier exchange at the holder's option, based on
the performance of the Index subject to the adjustments described below. The principal amount of each Note
will be $50. The Notes will trade on the Exchange's equity trading floor and the Exchange's existing equity
trading rules will apply to trading in the Notes. The Notes will not have a minimum principal amount that will
be repaid and, accordingly, payment on the Notes prior to or at maturity may be less than the original issue
price of the Notes. In fact, the value of the Index must increase for the investor to receive at least the $50
principal amount per Note at maturity or upon exchange or redemption. If the value of the Index decreases or
does not increase sufficiently to offset the investor fee (described below), the investor will receive less, and
possibly significantly less, than the $50 principal amount per Note. In addition, holders of the Notes will not
receive any interest payments from the Notes. The Notes will have a term of 30 years.

Holders who have not previously redeemed their Notes will receive a cash payment at maturity equal to the
principal amount of their Notes times the index factor on the Final Valuation Date (as defined below) minus
the investor fee on the Final Valuation Date. The “index factor” on any given day will be equal to the closing
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value of the Index on that day divided by the initial index level. The index factor on the Final Valuation Date
will be equal to the final index level divided by the initial index level. The “initial index level” is the closing
value of the Index on the date of issuance of the Notes (the “Trade Date”), and the “final index level” is the
closing value of the Index on the Final Valuation Date. The investor fee is equal to 0.75% per year times
the principal amount of a holder's Notes times the index factor, calculated on a daily basis in the following
manner: The investor fee on the Trade Date will equal zero. On each subsequent calendar day until maturity
or early redemption, the investor fee will increase by an amount equal to 0.75% times the principal amount of
a holder's Notes times the index factor on that day (or, if such day is not a trading day, the index factor on the
immediately preceding trading day) divided by 365. The investor fee is the only fee holders will be charged in
connection with their ownership of the Notes.

Prior to maturity, holders may, subject to certain restrictions, redeem their Notes on any Redemption Date
(defined below) during the term of the Notes provided that they present at least 50,000 Notes for redemption,
or they act through a broker or other financial intermediaries (such as a bank or other financial institution not
required to register as a broker-dealer to engage in securities transactions) that are willing to bundle their
Notes for redemption with other investors' Notes. If a holder chooses to redeem such holder's Notes on a
Redemption Date, such holder will receive a cash payment on such date equal to the principal amount of
such holder's Notes times the index factor on the applicable Valuation Date minus the investor fee on the
applicable Valuation Date. A “Redemption Date” is the third business day following a Valuation Date (other
than the Final Valuation Date (defined below)). A “Valuation Date” is each Thursday from the first Thursday
after issuance of the Notes until the last Thursday before maturity of the Notes (the “Final Valuation Date”)
inclusive (or, if such date is not a trading day, the next succeeding trading day), unless the calculation agent
determines that a market disruption event, as described below, occurs or is continuing on that day. In that
event, the Valuation Date for the maturity date or corresponding Redemption Date, as the case may be, will
be the first following trading day on which the calculation agent determines that a market disruption event
does not occur and is not continuing. In no event, however, will a Valuation Date be postponed by more than
five trading days.

Any of the following will be a market disruption event: (i) a material limitation, suspension or disruption in
the trading of any Index component which results in a failure by the trading facility on which the relevant
contract is traded to report a daily contract reference price (i.e., the price of the relevant contract that is
used as a reference or benchmark by market participants); (ii) the daily contract reference price for any
Index component is a “limit price”, which means that the daily contract reference price for such contract
has increased or decreased from the previous day's daily contract reference price by the maximum amount
permitted under the applicable rules or procedures of the relevant trading facility; (iii) failure by the Index
Sponsor to publish the closing value of the Index or of the applicable trading facility or other price source
to announce or publish the daily contract reference price for one or more Index component; or (iv) any
other event, if the calculation agent determines in its sole discretion that the event materially interferes with
Barclays' ability or the ability of any of Barclays' affiliates to unwind all or a material portion of a hedge with
respect to the Notes that Barclays or Barclays' affiliates have effected or may effect as described herein in
connection with the sale of the Notes.

If a Valuation Date is postponed by five trading days, that fifth day will nevertheless be the date on which the
value of the Index will be determined by the calculation agent. In such an event, the calculation agent will
make a good faith estimate in its sole discretion of the value of the Index.

To redeem their Notes, holders must instruct their broker or other person through whom they hold their Notes
to take the following steps:

• deliver a notice of redemption to Barclays via email by no later than 11:00 a.m. New York time on
the business day prior to the applicable Valuation Date. If Barclays receives such notice by the
time specified in the preceding sentence, it will respond by sending the holder a confirmation of
redemption;
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• deliver the signed confirmation of redemption to Barclays via facsmile in the specified form by
4:00 p.m. New York time on the same day. Barclays must acknowledge receipt in order for the
confirmation to be effective; and

• transfer such holder's book-entry interest in its Notes to the trustee on Barclays' behalf at or prior to
10:00 a.m. on the applicable Redemption Date (the third business day following the Valuation Date).

If holders elect to redeem their Notes, Barclays may request that Barclays Capital Inc. (a brokerdealer)
purchase the Notes for the cash amount that would otherwise have been payable by Barclays upon
redemption. In this case, Barclays will remain obligated to redeem the Notes if Barclays Capital Inc. fails to
purchase the Notes. Any Notes purchased by Barclays Capital Inc. may remain outstanding.

If an event of default occurs and the maturity of the Notes is accelerated Barclays will pay the default amount
in respect of the principal of the Notes at maturity. The default amount for the Notes on any day will be an
amount, determined by the calculation agent in its sole discretion, equal to the cost of having a qualified
financial institution, of the kind and selected as described below, expressly assume all Barclays' payment and
other obligations with respect to the Notes as of that day and as if no default or acceleration had occurred, or
to undertake other obligations providing substantially equivalent economic value to the holders of the Notes
with respect to the Notes. That cost will equal:

• the lowest amount that a qualified financial institution would charge to effect this assumption or
undertaking, plus

• the reasonable expenses, including reasonable attorneys' fees, incurred by the holders of the Notes
in preparing any documentation necessary for this assumption or undertaking.

During the default quotation period for the Notes (described below), the holders of the Notes and/or Barclays
may request a qualified financial institution to provide a quotation of the amount it would charge to effect this
assumption or undertaking. If either party obtains a quotation, it must notify the other party in writing of the
quotation. The amount referred to in the first bullet point above will equal the lowest — or, if there is only
one, the only — quotation obtained, and as to which notice is so given, during the default quotation period.
With respect to any quotation, however, the party not obtaining the quotation may object, on reasonable
and significant grounds, to the assumption or undertaking by the qualified financial institution providing the
quotation and notify the other party in writing of those grounds within two business days after the last day
of the default quotation period, in which case that quotation will be disregarded in determining the default
amount. The default quotation period is the period beginning on the day the default amount first becomes due
and ending on the third business day after that day, unless:

• no quotation of the kind referred to above is obtained, or
• every quotation of that kind obtained is objected to within five business days after the due date as

described above.

If either of these two events occurs, the default quotation period will continue until the third business day after
the first business day on which prompt notice of a quotation is given as described above. If that quotation is
objected to as described above within five business days after that first business day, however, the default
quotation period will continue as described in the prior sentence and this sentence.

In any event, if the default quotation period and the subsequent two business day objection period have not
ended before the Final Valuation Date, then the default amount will equal the stated principal amount of the
Notes.

Major market data vendors will disseminate at least every 15 seconds (during the time that the Shares trade
on the Exchange) the Index value.

An intraday “Indicative Value” meant to approximate the intrinsic economic value of the Notes will be
calculated and published via the facilities of the Consolidated Tape Association (“CTA”) every 15 seconds
throughout the NYSE trading day on each day on which the Notes are traded on the Exchange.
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Additionally, Barclays or an affiliate will calculate and publish the closing Indicative Value of the Notes on
each trading day at www.ipathetn.com. In connection with the Notes, the term “Indicative Value” refers to the
value at a given time determined based on the following equation:

Indicative Value = Principal Amount per Unit × (Current Index Level / Initial Index Level) − Current
Investor Fee

where:

Principal Amount per Unit = $50

Current Index Level = The most recent published level of the Index as reported by the Index Sponsor.

Initial Index Level = The Index level on the trade date for the Notes.

Current Investor Fee = The most recent daily calculation of the investor fee with respect to the Notes,
determined as described above (which, during any trading day, will be the investor fee determined on
the preceding calendar day).

Risk Factors Related to Investing in the Notes

The Notes are unsecured promises of Barclays Bank PLC and are not secured debt. The Notes are riskier
than ordinary unsecured debt securities. As stated in the Prospectus, an investment in the Notes includes the
following risks: carries certain risks:

• Even if the value of the Index at maturity or upon redemption exceeds the initial Index level, Note
holders may receive less than the principal amount of their Notes.

• Note holders will not benefit from any increase in the value of the Index if such increase is not
reflected in the value of the Index on the applicable valuation date.

• There are restrictions on the minimum number of Notes a Note holder may redeem and on the
dates on which a Note holder may redeem them.

• The market value of the Notes may be influenced by many unpredictable factors, including volatile
commodities prices suspension or disruptions of market trading in commodities and related futures
may adversely affect the value of the Notes.

• Higher future prices of the Index components relative to their current prices may decrease the
amount payable at maturity or upon redemption.

• Historical values of the Index or any Index component should not be taken as an indication of the
future performance of the Index during the term of the Notes.

• Commodity prices may change unpredictably, affecting the value of the Index and the value of the
Notes in unforeseeable ways.

• Changes in the Treasury bill rate of interest may affect the value of the Index and the Notes.
• Changes in Barclays' credit ratings may affect the market value of the Notes.
• Note holders will not receive interest payments on the Notes or have rights in the exchange traded

futures contracts constituting the Index components.
• There may not be an active trading market in the Notes; sales in the secondary market may result in

significant losses.
• Trading and other transactions by Barclays Bank PLC or its affiliates in instruments linked to the

Index or Index components may impair the market value of the Notes.
• Barclays' business activities may create conflicts of interest.
• Barclays Bank PLC and its affiliates have no affiliation with the Index Sponsor and are not

responsible for its public disclosure of information, which may change over time.
• The policies of the Index sponsor and changes that affect the Index or the Index components could

affect the amount payable on the Notes and their market value.
• The Index may in the future include contracts that are not traded on regulated futures exchanges.
• Changes in the composition and valuation of the Index may adversely affect the Notes.
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• There are potential conflicts of interest between the Noteholders and the calculation agent.
• The calculation agent can postpone the determination of the value of the Index or the maturity date

or redemption date if a market disruption event occurs on a valuation date.

Exchange Rules Applicable to the Trading of the Notes

The Notes are considered “securities” under Exchange Rule 3 and are subject to all applicable trading rules.

Application of Rules 1300B (b) and 1301B

Under Supplementary Material .10 to Rule 1301B, Rules 1300B(b) and 1301B will apply to securities listed
under Section 703.19 (“Other Securities”) of the Exchange's Listed Company Manual, where the price of such
securities is based in whole or part on the price of (a) a commodity or commodities, (b) any futures contracts
or other derivatives based on a commodity or commodities; or (c) any index based on either (a) or (b) above.

Under Rule 1300B(b), the specialist in the Notes, the specialist's member organization and other specified
persons will be prohibited under paragraph (m) of Exchange Rule 105 Guidelines from acting as market
maker or functioning in any capacity involving market-making responsibilities in the Index components,
the commodities underlying the Index components, or options, futures or options on futures on the Index,
or any other derivatives (collectively, “derivative instruments”) based on the Index or based on any Index
component or any physical commodity underlying an Index component. If the member organization acting as
specialist in the Notes is entitled to an exemption under NYSE Rule 98 from paragraph (m) of NYSE Rule 105
Guidelines, then that member organization could act in a market making capacity in the Index components,
the commodities underlying the Index components, or derivative instruments based on the Index or based on
any Index component or commodity underlying an Index component, other than as a specialist in the Notes
themselves, in another market center.

Under Rule 1301B (a), the member organization acting as specialist in the Notes (1) will be obligated to
conduct all trading in the Notes in its specialist account, (subject only to the ability to have one or more
investment accounts, all of which must be reported to the Exchange), (2) will be required to file with the
Exchange and keep current a list identifying all accounts for trading in the Index components or the physical
commodities underlying the Index components, or derivative instruments based on the Index or based on
the Index components or the physical commodities underlying the Index components, which the member
organization acting as specialist may have or over which it may exercise investment discretion, and (3)
will be prohibited from trading in the Index components or the physical commodities underlying the Index
components, or derivative instruments based on the Index or based on the Index components or the physical
commodities underlying the Index components, in an account in which a member organization acting as
specialist, controls trading activities which have not been reported to the Exchange as required by Rule
1301B.

Under Rule 1301B (b), the member organization acting as specialist in the Notes will be required to make
available to the Exchange such books, records or other information pertaining to transactions by the member
organization and other specified persons for its or their own accounts in the Index components or the physical
commodities underlying the Index components, or derivative instruments based on the Index or based on
the Index components or the physical commodities underlying the Index components, as may be requested
by the Exchange. This requirement is in addition to existing obligations under Exchange rules regarding the
production of books and records.

Under Rule 1301B (c), i n connection with trading the Index components or the physical commodities
underlying the Index components, or derivative instruments based on the Index or based on the Index
components or the physical commodities underlying the Index components, the specialist could not use any
material nonpublic information received from any person associated with a member or employee of such
person regarding trading by such person or employee in the Index components or the physical commodities

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

44

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE3/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE105/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE98/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE105/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


underlying the Index components, or derivative instruments based on the Index or based on the Index
components or the physical commodities underlying the Index components.

Hours of Trading

Trading in the Notes will be until 4:00 p.m.

Exemptive, Interpretive and No-Action Relief Under Federal Securities Regulations and NYSE Rules

The SEC has issued exemptive, interpretive and no-action relief from certain provisions of and rules under
the Securities Exchange Act of 1934, as amended (the “Exchange Act”), regarding trading in the Notes, which
is summarized below. See letter dated may 30, 2006, from James A. Brigagliano, Acting Associate Director,
Office of Trading Practices and Processing, Division of Market Regulation, to George H. White (the “Letter”).
As this is only a summary of the relief granted by the SEC, the Exchange also advises interested members to
consult the Letter, for more complete information regarding the trading practices relief granted by the SEC. In
addition, the Exchange has taken an interpretive position with respect to its short sale rule.

Short Sale Rules — Transactions in the Notes will not be subject to “tick” requirements of the short sale rule
of the Commission (Rule 10a-1) or the Exchange (Rule 440B). Short orders must be marked SHORT or
SHORT EXEMPT.

Rule 200(g) of Regulation SHO — The SEC Division of Market Regulation has stated that the Division will
not recommend enforcement action under Rule 200(g) of Regulation SHO if a broker-dealer marks “short”
rather than “short exempt” a short sale effected in the Notes pursuant to the exemptions from the price test of
Rule 10a-1 that have been granted, subject to specified conditions, including that a broker-dealer executing
exempt short sales will mark such sales as “short” and in no event will such sales be marked “long”.

Regulation M Exemptions — Generally, Rules 101 and 102 of Regulation M is an antimanipulation regulation
that, subject to certain exemptions, prohibits a “distribution participant” and the issuer or selling security
holder, in connection with a distribution of securities, from bidding for, purchasing, or attempting to induce
any person to bid for or purchase, any security which is the subject of a distribution until after the applicable
restricted period, except as specifically permitted in Regulation M. The provisions of the Rules apply to
underwriters, prospective underwriters, brokers, dealers, and other persons who have agreed to participate or
are participating in a distribution of securities, and affiliated purchasers of such persons.

The SEC has granted an exemption from paragraph (d) of Rule 101 under Regulation M to permit persons
who may be deemed to be participating in a distribution of Notes to bid for or purchase Notes during their
participation in such distribution.

Rule 102 of Regulation M prohibits issuers, selling security holders, or any affiliated purchaser of such person
from bidding for, purchasing, or attempting to induce any person to bid for or purchase a covered security
during the applicable restricted period in connection with a distribution of securities effected by or on behalf
of an issuer or selling security holder. Rule 100 of Regulation M defines “distribution” to mean any offering
of securities that is distinguished from ordinary trading transactions by the magnitude of the offering and the
presence of special selling efforts and selling methods. The SEC has granted an exemption from paragraph
(e) of Rule 102 to permit Barclays and its affiliated purchasers to cover bids for or purchase or redeem Notes
during the continuous offering of the Notes.

Section 11(d)(1) of the Exchange Act; Exchange Act Rule 11d1-2 - Section 11(d)(1) of the Exchange Act
generally prohibits a person who is both a broker and a dealer from effecting any transaction in which the
broker-dealer extends credit to a customer on any security which was part of a new issue in the distribution
of which he or she participated as a member of a selling syndicate or group within thirty days prior to such
transaction.

The SEC has also taken a no-action position under Section 11(d)(1) of the Exchange Act that broker-
dealers may treat the Notes, for purposes of Rule 11d1-2, as “securities issued by a registered … open-end
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investment company as defined in the Investment Company Act” and thereby, extend credit or maintain or
arrange for the extension or maintenance of credit on the Notes that have been owned by the persons to
whom credit is provided for more than 30 days, in reliance on the exemption contained in the rule.

Due Diligence

Before a member, member organization, allied member or employee thereof recommends a transaction
in the Notes, such person must exercise due diligence to learn the essential facts relative to the customer
pursuant to Exchange Rule 405, and must determine that the recommendation complies with all other
applicable Exchange and Federal rules and regulations. A person making such recommendation should have
a reasonable basis for believing, at the time of making the recommendation, that the customer has sufficient
knowledge and experience in financial matters that he or she may reasonably be expected to be capable of
evaluating the risks and any special characteristics of the recommended transaction, and is financially able to
bear the risks of the recommended transaction.

Trading Halts

In order to halt the trading of the Notes, the Exchange may consider, among other things, factors such as
the extent to which trading is not occurring in commodities underlying the index or whether other unusual
conditions or circumstances detrimental to the maintenance of a fair and orderly market are present. In
addition, trading in Shares is subject to trading halts caused by extraordinary market volatility pursuant to
Exchange Rule 80B (“Circuit Breaker”).

The Exchange will cease trading the Notes if there is a halt or disruption in the dissemination of the Index
value or the Indicative Value. In the event that the Exchange is open for business on a day that is not a Dow
Jones-AIG Business Day, the Exchange will not permit trading of the Notes on that day.

Prospectus Delivery

Members are advised to consult the section entitled “Plan of Distribution,” in the Prospectus, with respect to
the prospectus-delivery requirements relating to the Notes.

Surveillance

The Exchange's surveillance procedures applicable to equity securities will be used for the Notes.

Questions concerning the matters discussed in this Memorandum may be addressed as follows:

General Questions

Susan G. Waiter (212) 656-2818 (Investment Banking Services)

John Carey (212) 656-5640 (Office of the General Counsel)

Questions on:

Suitability

Steve Kasprzak (Member Firm Regulation)

(212) 656-5226

Specialist Issues

Jerome Reda (Director, Market Surveillance)

(212) 656-5354
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or

Wendy T. Kong (Director, Market Surveillance)

(212) 656-5857

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

EXHIBIT A

Text of Rules 1300B and 1301B

Rule 1300B

(a) The provisions of this Rule 1300B series apply only to Commodity Trust Shares. The term “Commodity
Trust Shares” as used in this Rule and in Rule 1301B means a security that (a) is issued by a trust (“Trust”)
which (i) is a commodity pool that is managed by a commodity pool operator registered as such with the
Commodity Futures Trading Commission, and (ii) which holds positions in futures contracts on a specified
commodity index, or interests in a commodity pool which, in turn, holds such positions; (b) when aggregated
in some specified minimum number may be surrendered to the Trust by the beneficial owner to receive
positions in futures contracts on a specified index and cash or short term securities. The term “futures
contract” is commonly known as a “contract of sale of a commodity for future delivery” set forth in Section 2(a)
of the Commodity Exchange Act. While Commodity Trust Shares are not technically Investment Company
Units and thus are not covered by Rule 1100, all other rules that reference “Investment Company Units,”
as defined and used in Para. 703.16 of the Listed Company Manual, including, but not limited to Rules 13,
36.30, 98, 104, 460.10, 1002, and 1005 shall also apply to Commodity Trust Shares. When these rules
reference Investment Company Units, the word “index” (or derivative or similar words) will be deemed to be
the applicable commodity index and the word “security” (or derivative or similar words) will be deemed to be
“Commodity Trust Shares”.

(b) As is the case with Investment Company Units, paragraph (m) of the Guidelines to Rule 105 shall also
apply to Commodity Trust Shares. Specifically, Rule 105(m) shall be deemed to prohibit an equity specialist,
his member organization, other member, allied member or approved person in such member organization or
officer or employee thereof from acting as a market maker or functioning in any capacity involving market-
making responsibilities in the physical commodities included in, or options, futures or options on futures on,
the index underlying an issue of Commodity Trust Shares, or any other derivatives based on such index
or based on any commodity included in such index. However, an approved person of an equity specialist
entitled to an exemption from Rule 105(m) under Rule 98 may act in a market making capacity, other than as
a specialist in the same issue of Commodity Trust Shares in another market center, in physical commodities
included in, or options, futures or options on futures on, the index underlying an issue of Commodity Trust
Shares, or any other derivatives based on such index or based on any commodity included in such index.

(c) Except to the extent that specific provisions in this Rule govern, or unless the context otherwise requires,
the provisions of all Exchange Rules and policies shall be applicable to the trading of Commodity Trust
Shares on the Exchange. Pursuant to Exchange Rule 3 (“Security”), Commodity Trust Shares are included
within the definition of “security” or “securities” as those terms are used in the rules of the Exchange.

Rule 1301B
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(a) The member organization acting as specialist in Commodity Trust Shares is obligated to conduct all
trading in the Shares in its specialist account, subject only to the ability to have one or more investment
accounts, all of which must be reported to the Exchange. (See Rules 104.12 and 104.13.) In addition,
the member organization acting as specialist in Commodity Trust Shares must file with the Exchange in
a manner prescribed by the Exchange and keep current a list identifying all accounts for trading in the
physical commodities included in, or options, futures or options on futures on, an index underlying an issue
of Commodity Trust Shares in which the member organization acts as specialist, or any other derivatives
based on such index or based on any commodity included in such index, which the member organization
acting as specialist may have or over which it may exercise investment discretion. No member organization
acting as specialist in Commodity Trust Shares shall trade in physical commodities included in, or options,
futures or options on futures on, an index underlying an issue of Commodity Trust Shares in which the
member organization acts as specialist, or any other derivatives based on such index or based on any
commodity included in such index, in an account in which a member organization acting as specialist, directly
or indirectly, controls trading activities, or has a direct interest in the profits or losses thereof, which has not
been reported to the Exchange as required hereby.

(b) In addition to the existing obligations under Exchange rules regarding the production of books and records
(see, e.g., Rule 476(a)(11)), the member organization acting as specialist in Commodity Trust Shares shall
make available to the Exchange such books, records or other information pertaining to transactions by such
entity or any member, allied member, approved person, registered or non-registered employee affiliated with
such entity for its or their own accounts in options, futures or options on futures on, an index underlying an
issue of Commodity Trust Shares in which the member organization acts as specialist; or in any commodity
included in such index; or in any other derivatives based on such index or based on any commodity included
in such index, as may be requested by the Exchange.

(c) In connection with trading any physical commodity included in, or options, futures or options on futures
on, an index underlying an issue of Commodity Trust Shares in which the member organization acts as
specialist, or any other derivatives based on such index (including Commodity Trust Shares) or based on any
commodity included in such index, the specialist registered as such in an issue of Commodity Trust Shares
shall not use any material nonpublic information received from any person associated with a member or
employee of such person regarding trading by such person or employee in the options, futures or options on
futures [of] on an index underlying an issue of Commodity Trust Shares in which the member organization
acts as specialist; or in any other derivatives on such index; or in any commodity included in such index or
any derivatives on such commodity.

Supplementary Material:

.10 The provisions of Rule 1300B (b) and Rule 1301B shall apply to securities listed on the Exchange
pursuant to Section 703.19 (“Other Securities”) of the Listed Company Manual where the price of such
securities is based in whole or part on the price of (a) a commodity or commodities, (b) any futures contracts
or other derivatives based on a commodity or commodities; or (c) any index based on either (a) or (b) above.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, COMPLIANCE, REGISTRATION
AND LEGAL DEPARTMENTS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: FLOOR ACCESS FINGERPRINTING REQUIREMENTS

To better assure the safety and security of the New York Stock Exchange Floor, amendments to Rule 35
(“Floor Employees To Be Registered”) and Rule 301(c) (“Fingerprinting”) provide that Floor tickets (and
appropriate badges) for new members and Floor employees will not be issued until the fingerprint results
have been posted to the Central Registration Depository (“CRD”), and have been reviewed by the Exchange.
Members and Floor employees who have been employed by a member organization or registered
broker-dealer within the preceding ninety days at the time of application will be given conditional
approval pending review of the fingerprint information. Where fingerprints cannot be read or are illegible,
member organizations will be required to conduct an equivalent independent background check acceptable to

the Exchange. The amended rules, approved by the SEC on May 19, 2006, 1   are attached as Exhibit A and
are effective immediately.

Rule 35 prohibits a floor employee from being admitted to the floor without an NYSE issued Floor ticket (e.g.,
Regular Tickets and Special Tickets). Rule 35.70 requires the fingerprinting of prospective Floor employees of
member organizations. Similarly, Rule 301(c) requires that prospective members be fingerprinted.

Security concerns have dictated a tightening of these rules in two respects: 1) that access to the Floor be
denied persons fingerprinted for the first time until the fingerprinting results have been properly posted to the
CRD, reviewed and approved by the Exchange; and 2) that those persons whose fingerprints cannot be read
(e.g., are illegible) be subject to an alternative background check acceptable to the Exchange.

Prior to providing member organization employees with Floor ticket access to the Trading Floor and
Exchange facilities, and pursuant to NYSE Rules 35 and 345.11 (“Employees - Registration, Approval,

Records”), 2   a member organization must electronically submit a Form U4 via the CRD. The hiring member
organization and the employee are responsible for confirming the accuracy of the information included on the
Form U4.

An applicant who has been fingerprinted previously with a member organization or registered broker dealer
will be granted a conditional approval, pending review of the fingerprint results submitted by the current
employer, provided the prior employment was within ninety days of the application.

A separate issue is raised where applicants submit fingerprints which cannot be read (i.e., illegible
fingerprints). When fingerprints are rejected three times as “illegible” by the FBI, the individual has historically

been exempt from further fingerprinting. 3   To address this, the new rule amendments require that member
organizations conduct an alternative background check acceptable to the Exchange. Any such background
check, in order to be acceptable to the Exchange, would have to cover the same criminal convictions included
by fingerprint type on a fifty state basis and, if the applicant is foreign, an Interpol or other multi-national data
base check.

Member organizations are expected to use appropriate due diligence in the selection of investigative
agencies for such background checks, assuring their ability to satisfactorily research all pertinent data
bases. As above, conditional approval would be available to persons previously the subject of an acceptable
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background check, provided employment with a member organization or registered broker dealer had not
been terminated more than ninety days prior to the application.

Questions should be addressed to Peggy Germino at (212) 656-8450 or Gregory Taylor at (212) 656-2920.

____________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Attachments

Exhibit A

Additions are Underscored

Deletions are [Bracketed]

Floor Employees to be Registered

Rule 35 NO CHANGE

Supplementary Material

.10 through .60 NO CHANGE

.70 Fingerprinting — All Floor employees of members and member organizations and all employees of
members and member organizations who have submitted registration applications for admission to the Floor
are required to be fingerprinted through an agent acceptable to the Exchange and to submit, or cause to
be submitted, [such fingerprints to the Exchange for identification and] a report of such fingerprinting for
appropriate processing. No applicant who has not previously been fingerprinted shall be admitted to the
Floor until the results of the foregoing fingerprinting have been posted to the Central Registration Depository,
reviewed and approved by the Exchange. An applicant previously fingerprinted may receive conditional
approval to go upon the Floor, pending review and approval of the foregoing fingerprint report, provided that
such applicant was employed by a member or registered broker-dealer within ninety days of the application.

Applicants whose fingerprint reports are deemed illegible pursuant to Rule 17f-2(a)(l)(iv) of the Exchange
Act must submit an alternative background check acceptable to the Exchange covering the same factors
as the fingerprint report. No applicant shall be admitted to the Floor until the results of the background
check are reviewed and approved by the Exchange, provided that an applicant who has previously supplied
an acceptable background check may receive conditional approval to go upon the Floor, pending review
and approval of the new background check, provided that such applicant was employed by a member or
registered broker dealer within ninety days of the application.

.80 NO CHANGE

* * *

Rule 301 NO CHANGE

(a) through (b) NO CHANGE

(c) Fingerprinting - Every member and every applicant for membership is required to be fingerprinted
through an agent acceptable to the Exchange and to submit , [such fingerprints,] or cause [the same] to be
submitted , a report of such fingerprinting [to the Exchange] for [identification and] appropriate processing.
No applicant who has not previously been fingerprinted shall be admitted to the Floor until the results of the
foregoing fingerprinting have been posted to the Central Registration Depository, reviewed and approved
by the Exchange. An applicant previously fingerprinted may receive conditional approval to be admitted to
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the Floor, pending review and approval of the foregoing fingerprint report, provided that such applicant was
employed by a member or registered broker dealer within ninety days of the application.

Applicants whose fingerprint reports are deemed illegible pursuant to Rule 17f-2(a)(l)(iv) of the Exchange
Act must submit an alternative background check acceptable to the Exchange covering the same factors as
the fingerprint report. No applicant shall be admitted to the Floor until the results of the background check
are reviewed and approved by the Exchange, provided that an applicant who has previously supplied an
acceptable background check may receive conditional approval to go upon the Floor, pending review and
approval of the new background check, and further provided that such applicant was employed by a member
or registered broker dealer within ninety days of the application.

(d) through (e) NO CHANGE

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  SEC Release 34-53848 (May 19, 2006); 71 FR 30705 (May 30, 2006).
2  NYSE Rule 345.11 requires, among other things, member firms to thoroughly investigate the previous

record of persons whom they contemplate employing.
3  17 CFR 240.17f-2(a)(1)(iv).

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

51

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE345.11/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/17CFR240.17f-2%28a%29%281%29%28iv%29/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 06-38

Click to open document in a browser

June 1, 2006

   ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, CHIEF FINANCIAL OFFICER,
COMPLIANCE AND LEGAL DEPARTMENTS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: DIRECTED BROKERAGE ARRANGEMENTS

Introduction

NYSE Regulation, Inc. is issuing this Information Memo as a follow-up to New York Stock Exchange, Inc.
Information Memo No. 05-54, “Disclosures and Sales Practices Concerning Mutual Funds and Variable
Annuities.” This memo provides further guidance and clarification with respect to the obligations of New
York Stock Exchange LLC (“Exchange”) member organizations to abstain from any participation in formal or
informal directed brokerage arrangements prohibited by Rule 12b-1(h) promulgated under the Investment

Company Act of 1940 (“Investment Company Act”). 1 

Obligations Arising from the Prohibition Against Directed Brokerage

Investment Company Act Rule 12b-1(h) prohibits a mutual fund from considering the sale and promotion
of fund shares as a factor in the selection of broker-dealers to execute the fund's portfolio transactions
(“Executing Brokers”), and from using commissions from securities transactions to provide additional
compensation to broker-dealers that promote or sell fund shares (“Selling Brokers”). Such prohibited practices
are known as “directed brokerage.”

Some Exchange member organizations that are Selling Brokers for a particular mutual fund have trade
execution capabilities that render them suitable to be Executing Brokers for such fund. That a member
organization serves as both a Selling Broker and an Executing Broker for a certain mutual fund is not by
itself evidence of a prohibited directed brokerage arrangement. Nonetheless, such member organization
has to be diligent with respect to its obligation, pursuant to Exchange Rules 401 and 476(a)(6), not to accept
directed brokerage. As a matter of best practices, such member organization should fulfill this obligation
by, as explained below: performing reasonable due diligence of the mutual fund; establishing policies and
procedures; undertaking appropriate training of employees; and fully reviewing allegations or information
(e.g., an increased correlation between fund sales and commission revenues) tending to suggest the
existence of a directed brokerage arrangement with a mutual fund.

1. Due Diligence

NYSE Regulation, Inc. recognizes that a member organization that functions as both a Selling Broker and
an Executing Broker for a mutual fund (“Selling / Executing Broker”) does not have supervisory responsibility
for or control over the mutual fund. However, such member organization may be reasonably expected to
undertake some due diligence efforts with respect to the mutual fund's compliance with Investment Company
Act Rule 12b-1(h).

Specifically, a Selling / Executing Broker should obtain a written representation from the mutual fund
company, in a selling agreement or a separate document, as appropriate, that the mutual fund company
has reasonable policies and procedures in place to ensure that no formal or informal directed brokerage
arrangements will arise. In addition, a Selling / Executing Broker should obtain a written representation from
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the mutual fund company, in a selling agreement or a separate document, as appropriate, that the mutual
fund company uses reasonable criteria in the selection of its Selling Brokers.

2. Policies and Procedures

A member organization that is a Selling / Executing Broker should implement policies and procedures that
strictly prohibit its receipt of directed brokerage. Those policies and procedures should prohibit any activity
by an employee that would cause or contribute to a violation of Investment Company Act Rule 12b-1(h).
As noted in Information Memo 05-54, they also should designate personnel with appropriate supervisory
authority to conduct periodic reviews to identify any correlation between fund sales and directed brokerage
commissions suggestive of informal arrangements in violation of the rule. In addition, they should provide
that if any employee is approached by a mutual fund company, or by another employee of the member
organization, with a proposal for a directed brokerage arrangement, or if any employee learns of information
suggesting that a directed brokerage arrangement may be in place between the member organization and a
mutual fund, he or she should bring the facts and circumstances surrounding the matter to the attention of his
or her designated supervisor or to the member organization's legal or compliance department for review.

3. Employee Training

A member organization that is a Selling / Executing Broker should take reasonable steps to ensure that
its marketing and sales staff involved in the promotion or sale of mutual fund shares, as well as its trading
desk staff, are aware of the prohibitions of Investment Company Act Rule 12b-1(h) and of the member
organization's parallel obligations to abstain from any participation in formal or informal directed brokerage
arrangements pursuant to Exchange Rules 401 and 476(a)(6). Member organizations should consider making
such training programs part of the Firm Element of Continuing Education pursuant to Exchange Rule 345A,
as appropriate.

4. Internal Reviews

A member organization's designated supervisor or legal or compliance department, upon receiving
information about a potential directed brokerage arrangement from an employee or as a result of a correlation
review or other surveillance, should promptly cause a review to be conducted. If the review yields evidence
of directed brokerage, appropriate members of firm management should be apprised, as well as the chief
compliance officer, or other appropriate supervisory employee, of the mutual fund. In addition, the member
organization should determine whether the information is subject to reporting to NYSE Regulation, Inc., the
SEC, and/or other regulatory or self-regulatory organizations.

Questions concerning this Information Memo may be addressed to Anne DeSimone in Risk Assessment at
(212) 656-2373 or Gregory Taylor in Member Firm Regulation at (212) 656-2920.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.
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1  See 17 C.F.R. 270.12b-1(h).
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May 19, 2006

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: PILOT PROGRAM FOR TRANSMITTING ORDERS IN NYSE ARCA SM LISTED STOCKS
FROM THE NYSE TRADING FLOOR

Effective immediately , the New York Stock Exchange (“NYSE” or the “Exchange”) will begin a pilot program
(the “Pilot”) which will allow members and member organizations to transmit agency orders in stocks listed on
the NYSE ARCA SM from the Exchange's Trading Floor (the “Floor”) to NYSE ARCA SM for execution.

NYSE specialists, Registered Competitive Market Makers, and Competitive Traders are not eligible to
participate in the Pilot.

There is currently a similar Pilot in place with respect to stocks listed on the NASDAQ Stock Market SM

(NASDAQ ®) from the Exchange's Trading Floor (the “Floor”) to an away market center for execution. See
Information Memo 05-88 (November 10, 2005).

Requirements for Trading in NYSE ARCA SM Stocks from the NYSE Floor:

Members and member organizations interested in participating in the Pilot may begin to trade under the
Pilot only after they have provided written notification to the NYSE and after all the applicable regulatory
requirements listed below are satisfied:

• Pursuant to Section 15(b)(8) of the Securities Exchange Act of 1934 (the “SEA”), all members and member
organizations intending to participate in the Pilot must be an approved NYSE ARCA SM Equities Trading
Permit (“ETP”) Holder

• Orders in NYSE ARCA SM listed stocks must be received in a member or member organization's booth on
the Floor through a permissible communication device. Only non-NYSE order management systems can
be used to route orders to NYSE ARCA SM (e.g., REDIPlus, LAVA, Arca Real Tick, etc.); orders may not be
received or routed by a member on the Floor through the Broker Booth Support System ® (BBSS), SuperDot,
® or any other Exchange system.

• Members or member organizations wishing to participate in the Pilot must establish an NYSE ARCA
SM domain with their service provider, which will capture the location of order origination (i.e., the Floor
or upstairs trading desk) and provide such information to the On Floor Surveillance Unit (OFSU) of the
Market Surveillance Division of NYSE Regulation. A member or member organization that does not have an
established domain between May 19, 2006 and May 26, 2006 may transmit agency orders in stocks listed
on NYSE ARCA SM by obtaining prior written Floor Official approval for each order. A copy of such written
Floor Official approval must be given to the OFSU of the Market Surveillance Division of NYSE Regulation no
later than prior to the opening of trading on the following trading day. By May 30, 2006, members or member
organizations will no longer be able to avail themselves of this exception.

• Errors resulting from NYSE Floor members trading in the NYSE ARCA SM market under the Pilot cannot
be processed through the same error account that members/member organizations are required to maintain
under NYSE Rule 134 for the handling of errors occurring on the Floor. Participants in the Pilot must establish
a separate account to process any errors resulting from trading in NYSE ARCA SM listed stocks prior to
participating in the Pilot.
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• Members and member organizations are expected to maintain effective supervisory procedures and
internal controls to ensure that orders in NYSE ARCA SM listed stocks transmitted from the Floor are handled
consistent with all applicable regulatory requirements of the Exchange.

• Floor brokers receiving orders in NYSE ARCA SM listed stocks from public customers must be properly
qualified to engage in such direct access business under Exchange Rules 342 and 345, among others. For
more information regarding Exchange requirements for conducting a public business on the Exchange Floor,
see Exchange Information Memos 05-37 (May 27, 2005), 01-18 (July 11, 2001) (available on www.nyse.com/
regulation/ and 91-25 (July 8, 1991) and 06-36 (May 11, 2006).

• To the extent that members/member organizations will require installation of additional applications in
their Floor booth location to enable trading in NYSE ARCA SM listed stocks, they should consult with Floor
Operations and Trading Technology staff and follow all procedures necessary to obtain such installation.

• The Pilot is limited to trading NYSE ARCA SM stocks in away markets from the Floor; members and member
organizations may not use an order management system to route an order in an NYSE listed security to an
away market directly from the Trading Floor. Routing orders for NYSE listed securities to away markets from
the Floor is permissible only through the Intermarket Trading System (“ITS”), as set forth in NYSE Rule 15.
Alternatively, orders in NYSE listed securities can be routed to away markets from an upstairs trading desk
located off the Floor. Orders in NYSE listed securities transmitted from an upstairs trading desk must comply
with the order tracking requirements of NYSE Rule 132B (Order Tracking System).

Members and member organizations are reminded that, in addition to the requirements described above,
other regulatory requirements are applicable, including but not limited to the books and records obligations
under Rules 17a-3 and 17a-4 of the SEA and Exchange Rule 440, and securities industry and state
registration requirements.

Written Notice Required Through the Electronic Filing Platform

Members and member organizations interested in participating in the Pilot are required to provide NYSE
Regulation with written notice to that effect. The notice should contain a description of the order routing
system that the member/member organization intends to use to transmit orders to NYSE ARCA SM and a
certification that the member/member organization is in full compliance with the requirements as set forth
above. Such notices should be filed with NYSE Regulation through the Electronic Filing Platform. To initiate
the process of filing the notice, please send an e-mail to Laura McNulty, Regulatory and Corporate Systems,
at lmcnulty@nyse.com. Please be sure to include the name of the member/member organization and a return
e-mail address.

Questions concerning the subject of this memo may be directed as follows:

Operational questions should be directed to Paul DesRoches, Director, Market Operations
Administration, at (212) 656-2485.

Questions about the Electronic Filing Platform should be addressed to Harry Mousmoules, Operations
Manager, EFP Platform, at (212) 656-4337.

General questions should be directed to Deanna Logan, Director, Office of the General Counsel,
NYSE Group at (212) 656-2389, or Jeffrey Rosenstrock, Principal Rule Counsel, Office of the General
Counsel, NYSE Group at (212) 656-5499.

Regulatory questions should be directed to James G. Buckley, Vice President, Market Surveillance,
NYSE Regulation at (212) 656-2534, or to your Finance Coordinator in the Member Firm Regulation
Division of NYSE Regulation.

Business questions should be directed to:
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Laura Morrison, Managing Director, Member Firm Relationship Management, NYSE Group, at
212-656-4066 or NYSE ARCA officers Bob Hill at (312) 442-7069, Jenny Drake at (312) 442-7148, or
Mike Cormack at (312) 442-7023.

Cautionary Note Regarding Forward-Looking Statements

Certain statements in the documents or disclosures in this Information Memorandum may contain forward-
looking statements within the meaning of the Private Securities Litigation Reform Act of 1995. These
statements are based on NYSE Group's current expectations and involve risks and uncertainties that could
cause NYSE Group's actual results to differ materially from those set forth in the statements. There can
be no assurance that such expectations will prove to be correct. Actual results may differ materially from
those expressed or implied in the forward-looking statements. Factors that could cause NYSE Group's
results to differ materially from current expectations include, but are not limited to: NYSE Group's ability to
implement its strategic initiatives, economic, political and market conditions and fluctuations, government
and industry regulation, interest rate risk and U.S. and global competition, and other factors detailed in NYSE
Group's Annual Report on Form 10-K and other periodic reports filed with the U.S. Securities and Exchange
Commission. In addition, these statements are based on a number of assumptions that are subject to change.
Accordingly, actual results may be materially higher or lower than those projected. The inclusion of such
projections herein should not be regarded as a representation by NYSE Group that the projections will prove
to be correct. We undertake no obligation to release any revisions to any forward-looking statements.

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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May 11, 2006

   ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER AND COMPLIANCE,
REGULATORY, AND LEGAL DEPARTMENTS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: REQUIREMENTS FOR CONDUCTING A PUBLIC BUSINESS ON THE TRADING FLOOR

This Information Memo outlines existing Exchange policy and other regulatory requirements related to
member organizations conducting, or intending to conduct, a public business on the Exchange Floor.

Series 7 / 7A Registration, Dual Employment, and “Pork Chop” Arrangements

Every natural person (e.g., a trading assistant), 1   associated with a member organization that has been
approved to conduct a public business, must pass the Series 7 Examination before participating in the

conduct of a public business on the Floor with other than “professional customers.” 2   A natural person
associated with such member organization, seeking to participate in conducting a public business from the
Floor solely with professional customers, must pass either the Series 7 or the Series 7A Examination. All

registration candidates must submit a Form U4 3   and a fingerprint card to Web CRD.

A registered person affiliated with a non-qualified member organization (i.e., not qualified to conduct public
business) may also become a part-time employee of a qualified member organization and participate in
the conduct of a public business. Additionally, a sole proprietor not approved to conduct a public business
also may become associated as a part-time registered representative with a member organization which is
qualified to conduct public business, thereby allowing the sole proprietor to accept and execute orders for
customers of his or her employing member organization (provided that person is Series 7 or 7A qualified)
similar to an employee of the qualified member organization. The member organization employing such
part-time registered representative is responsible for supervising such person's activities performed on its
behalf. Accordingly, the public customer accounts must be recorded on the books of the employing member
organization and such employing member organization is responsible for knowing the customers pursuant to
NYSE Rule 405 and for monitoring the activity of the customer accounts.

Such member organization employer must bill and receive all commissions generated from the public
business and then may make payment to the registered representative. Registered representatives may not
bill public customers directly. A Floor employee who receives compensation for services rendered in excess
of $200 per year from another member organization must become employed by and registered with such

member organization. 4   In all dual employment arrangements, both the primary and secondary employers
must file a Form U4. Each Form U4 must reflect all employment associations of the dual employee.

Floor employees, such as Trading Assistants, who are party to “pork chop” 5   arrangements are subject to
the requirements outlined above with respect to both registration and supervision.

General Guide for Conducting a Public Business on the Trading Floor

Member organizations that conduct a public business on the Floor must:

— Provide for supervision of full-time and part-time registered representatives (see NYSE Rule 342)

by an individual qualified by a Series 9/10 Examination (“Branch Office Manager”) 6   or another
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examination acceptable to the Exchange which demonstrates competency relevant to assigned

responsibilities. 7 

— Employ a qualified Compliance Official. 8   If a member organization's commissions and other
fees from their public business (retail and institutional) were $500,000 or greater in the preceding
calendar year, then the Compliance Official must pass the Series 14 Examination (Compliance Official
Qualification Examination).

— Employ a person qualified by the Series 27 (“Financial and Operations Principal”) or Series 28
(“Introducing Broker-Dealer/Financial and Operations Principal”) Examination.

— Ensure that any individual having the status or performing the function of a “principal executive

officer” qualifies as an allied member. 9 

— Comply with applicable state registration requirements 10   prescribed for conducting a public
business.

— Provide for an annual audit of financial statements and reports conducted in accordance with the
audit requirements of the Exchange and of the applicable requirements of the SEC by independent
public accountants (see NYSE Rule 418).

— Meet capital requirements prescribed for conducting a public business (see Securities Exchange Act
Rule 15c3-1 and NYSE Rules 325 and 326).

— Maintain fidelity bond coverage (see NYSE Rule 319).

— Maintain P&S blotters, order tickets, and account documents and make them available for Exchange

review (see Exchange Act Rules 17a-3 and 17a-4 and NYSE Rules 410, 418 and 440). 11 

— File and update organizational documents, as required (see NYSE Rules 304, 311, 312 and 313).

— Maintain a current Form BD (see Exchange Act Rule 17a-3(a)(12)(i)(H)).

— File FOCUS PART IIA quarterly (see Exchange Act Rule 17a-5(a)(2)(i) and Interpretation /02 to
Rule17a-5(a)(2)(i) in the NYSE Interpretation Handbook).

— Be party to an approved carrying agreement pursuant to NYSE Rule 382, unless it is self-clearing.

— Comply with “Know your Customer” responsibilities (see NYSE Rule 405).

— Promptly update all applicable organizational information related to its business via the Exchange's

Electronic Filing Platform (“EFP”) and certify quarterly that such information is accurate. 12 

— Ensure that its Anti-Money Laundering Compliance Program (required pursuant to NYSE Rule 445)

adequately addresses the public business conducted. 13 

— Ensure that its Business Continuity Plan (required pursuant to NYSE Rule 446) adequately

addresses public customers. 14 

— Member organizations must ensure that all communications, whether electronic or otherwise, that
relate to the firm's business as such be maintained and retained in compliance with the record retention
requirements of NYSE Rule 440 and the Securities Exchange Act Rule 17a-4. This requirement
also governs all e-mails, instant messages and so-called “market looks” that are transmitted from a
Floor broker's handheld device. Member organizations must have effective compliance procedures
and internal controls to ensure that all such communications are regularly reviewed by supervisory
and compliance personnel and that all such communications are retained in accordance with the
aforementioned recordkeeping requirement.

— Comply with all other relevant NYSE Rules, Regulations, Information Memos, and Interpretive
Guidance.
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Errors and Erroneous Reports

Exchange Rule 134(d) prohibits a member organization from effecting transactions on the floor unless such
member organization maintains an error account or participates in an error account. In addition, this account
can be used to process “erroneous reports” for non-members for whom a member organization executed
an order. Error accounts must only be used to process bona fide error and erroneous report transactions.
Each error or erroneous report transaction must be adequately documented and records pertaining to such
transactions must be maintained and preserved pursuant to the requirements of Exchange Act Rule 17a-4.

Floor Communications

Rule 36.20 15   provides that:

[w]ith the approval of the Exchange, a …member organization other than a specialist or specialist
member organization may maintain a telephone line or use an Exchange authorized and provided
portable telephone which permits a nonmember off the Floor to communicate with a member or
member organization on the Floor. In addition, any Floor broker receiving orders from the public over
portable phones must be properly qualified under Exchange rules (including NYSE Rules 342 and 345)
to conduct such business. The use of a portable telephone on the Floor other than one authorized and
issued by the Exchange is prohibited.

Furthermore, the only permissible use of wireless data devices on the Floor is permitted pursuant to
the Exchange's policy regarding the use of wireless communications devices on the Floor (“Wireless

Policy”). 16   The current Wireless Policy prohibits use by member organization personnel of such devices
as “Blackberrys,” wireless text pagers, or cellular telephones (except by Floor brokers who have been
approved to use Exchange authorized and issued portable phones as part of a pilot program approved by
the SEC and subject to certain conditions and restrictions). Violations of these provisions could subject
member organizations and their employees to regulatory action. For additional information concerning
Floor communications, please refer to NYSE Information Memos No. 02-60 and 05-5 as well as Market
Surveillance Member Education Bulletins 2003-4 and 2005-6.

Questions regarding the “Floor Communications” section may be directed to Gordon Brown, Manager, On
Floor Surveillance Unit, at (212) 656-5321. Other questions may be directed to Stephen Kasprzak at (212)
656-5226, Cory Figman at (212) 656-4893 or to your Finance Coordinator.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See NYSE Member Education Bulletin 2005-19 (November 11, 2005), which provides guidance on the
scope of permissible activities by trading assistants and booth clerks under NYSE rules.

2  A professional customer includes a bank, trust company, insurance company, investment trust, state or
political subdivision thereof, charitable or nonprofit educational institution regulated under the laws of
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the United States, or any state, or pension or profit sharing plan subject to ERISA or of an agency of the
United States or of a state or a political subdivision thereof or any person who has a net worth of at least
$45 million of which $40 million are financial assets (NYSE Interpretation Handbook Rule 345.15/02).

3  Uniform Application for Securities Industry Registration or Transfer.
4  See NYSE Rule 350(b).
5  "Pork chop" is a Floor term that refers to an arrangement where a Floor employee at a booth answers

the phone, receives an order for, passes such order to, and is compensated by, a Floor broker other
than the registered owner of the booth.

6  A Series 9/10 Branch Manager qualifies to supervise equities, options, and municipals.
7  A Series 12 or Series 24 (if taken after 7/1/01) Securities Manager qualifies to supervise equities only.
8  See NYSE Rule 342.13.
9  See NYSE Rules 311(b)(5), 304(b), and their Interpretations. See also Information Memo 05-69

(September 16, 2005), which discusses amendments to Rule 311 pertaining to dual, multi, or
codesignation of principal executive officers.

10  State registration requirements apply based on the residence of the beneficial owner of the account.
See also NYSE Information Memo No. 03-18. Since registration requirements differ from state to
state, member organizations should consult with their compliance department or attorneys for further
information about requirements.

11  For more information regarding record retention requirements, see NYSE Information Memos No. 03-
07, 03-16, 03-18, and 03-51.

12  See NYSE Information Memo 04-61.
13  See NYSE Information Memos No. 02-21, 02-34, 02-46, 02-64, 03-32, and 06-4.
14  See NYSE Information Memos No. 04-24, 05-80, and 06-30.
15  See Securities Exchange Act Release No. 47671 (April 10, 2003), 68 FR 19048 (April 17, 2003)

(SRNYSE-2002-11).
16  See Securities and Exchange Act Release No. 35931 (June 30, 1995), 60 FR 35767 (July 11, 1995)

(SR-NYSE-95-22); See also Securities and Exchange Act Release No. 39379 (December 1, 1997), 62
FR 64615 (December 8, 1997) (SR-NYSE-97-17).
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   ATTENTION: COMPLIANCE AND LEGAL DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: INTERNET ARCHITECTURE HOLDRS (IAH)- SHORT EXEMPTION (EXCHANGE RULE 440B/
SEC Rule 10a-1)

In Information Memo 06-33 (May 5, 2006), the Exchange listed those Holding Company Depositary Receipts
(HOLDRs) that are no longer exempt from the short sale rule of the Securities and Exchange Commission
(SEC Rule 10a-1) or Exchange Rule 440B. Therefore, any short sale of these securities must be made on a
“plus” or “zero plus” tick. (The Exchange trades HOLDRs on an unlisted trading privileges (“UTP”) basis. See
Information Memo 02-15 (April 15, 2002)).

Internet Architecture HOLDRs (IAH) was included in the list of affected HOLDRs in Information Memo 06-33.
This serves as notice that IAH is exempt from the short sale rule, as of May 8, 2006. A short sale of these
securities, therefore, may be made on a “minus” or “zero minus” tick.

Questions concerning this Memorandum may be addressed to Donald Siemer at (212) 656-6940, Michael
Cavalier at (212) 656-2474 or David Matta at (212) 656-4717. General questions on Trust Issued Receipts
may be addressed to Lisa Dallmer (Exchange Traded Funds Group) at (212) 656-2218.

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.
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May 8, 2006

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: REMINDER & UPDATE - Mandatory Error Account Requirements and Error Transaction
Procedures - Rules 134, 407A and 411

Please see attached Information Memo Number 02-7, dated February 5, 2002, which outlines Mandatory
Error Account Requirements and Error Transaction Procedures - Rules 134, 407A and 411. Please note the
following modification to Question No. 27:

Q27 How are profits related to erroneous reports sent to the NYSE Foundation?

A27 A check payable to the NYSE Foundation should be forwarded to Patrick Boyle, Treasurer's
Department, New York Stock Exchange, 20 Broad Street, -- 9th Floor, New York, NY 10005.

While there are no additional modifications to the attached Information Memo, it is being reissued to serve as
a general reminder of the important requirements and procedures discussed therein.

Also, please be reminded that Rule 411(iii) requires that when firms assume an erroneous execution
transaction they are to include a memorandum detailing the basis of each such transaction with their
remittance. The memorandum shall be prepared and filed with the Exchange by the member assuming the
transaction.

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Information Memo Number 02-7

February 5, 2002

New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

NYSE

Market Surveillance

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: MANDATORY ERROR ACCOUNT REQUIREMENT AND ERROR TRANSACTION
PROCEDURES - RULES 134, 407A AND 411

Recent amendments to Rules 134 and 411 and new Rule 407A dealing with erroneous transactions,
erroneous reports and member account disclosure were announced in Information Memo No. 01-38
(November 6, 2001). A number of questions have arisen concerning the application of these rules. The
questions and answers in this Memorandum address several of these issues. Additional questions and
situations will be addressed as they are raised with the Exchange staff.
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General Provisions

Rule 134 - Errors

For purposes of Exchange rules, an “error” means an actual mistake in the execution of an order (e.g., wrong
stock, wrong side of the market, etc.) or missing the market on a held order. Failure to execute a not held
order in accordance with a customer's expectations is not an error, and a member's error account may not be
used to issue reports at prices that customers may be seeking.

Rule 411 - Erroneous Reports

Erroneous reports (where an order is properly executed in accordance with its terms but execution details are
reported in error) are not errors for purposes of Exchange rules. Members and member organizations must
always accept a corrected report from another member. New Alternative Two to Rule 411 allows members to
treat an erroneous report to a non-member as though it were an erroneous trade if the nonmember refuses
to accept a corrected report. Alternative Two may be relied upon by the Floor members doing business
directly with non-member customers, as well as by upstairs trading desks in their dealings with non-member
customers. All profits resulting from use of Alternative Two, whether accruing to Floor members or upstairs
desks, must be forwarded to the NYSE Foundation.

Situations in which member organizations offer price adjustments to customers (e.g., to meet a “stop” or
Volume Weighted Average Price order (“VWAP”) price, or to satisfy a customer's expectations regarding
a not held order are not “errors” and should not be recorded in a member or member organization's error
account.

Specific Examples Applicable to Trading Situations

The following questions and answers are intended to address the Exchange's new error rules.

Q1 A broker belongs to the Floor Members Emergency Fund, but has an error account with a firm other than
his or her employer. Does this constitute having two error accounts?

A1 No, provided that all of the broker's errors are cleared only in the broker's error account. In this instance,
the Fund is simply a form of insurance for the broker.

Q2 A broker has a Direct Access customer and is required by that customer's clearing firm to have an error
account with that firm. If the broker's error account does not happen to be cleared by the same clearing firm,
will the broker be in compliance if he has all errors related to the Direct Access customer processed in the
related error account and then journaled to the broker's error account?

A2 No. All of the broker's errors must be cleared in only one account.

Q3 Can a broker ask any specialist to accept an error transaction?

A3 No. Only a specialist with the specialist unit registered in the stock in which the error was made may
accept a broker's error transaction.

Q4 If a specialist accepts a broker's error transaction, who is responsible for any resulting profit or loss?

A4 In accepting a broker's error the specialist takes over the transaction entirely and is responsible for any
profit or loss, regardless of the dollar amount.

Q5 If a broker trades with a specialist and it cannot be determined whether it was the broker's or the
specialist's error, how are profits and losses apportioned if the specialist takes the error?

A5 The broker and the specialist may agree to split the error because it cannot be determined which of them
is responsible for that error.

Q6 Can a specialist accept a broker's error transaction even if he or she did not participate in the trade?

A6 Yes.
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Q7 Can the customer accept a broker's error transaction?

A7 Yes.

Q8 If a customer accepts the broker's error transaction, who is responsible for any resulting profit or loss?

A8 The customer is always entitled to any profit. The broker should offer the customer a difference check to
cover any loss.

Q9 If a customer accepts a broker's error transaction, may the customer share the profit or loss with the
broker?

A9 A broker should never participate in profits with customers with respect to an erroneous transaction. A
broker may share in a loss with a customer when it is established that the loss was caused in whole or in part
by the broker. (See Rule 352.20.)

Q10 If an error results in a loss, can the broker issue a difference check to the customer from an account
other than the broker's error account?

A10 The broker may use his error account or a business checking account but not a personal trading or
checking account.

Q11 If a customer makes an error when entering an order with an upstairs trader, can the broker take over
the error or process that error in his error account?

A11 No. This is the customer's error, not the broker's error.

Q12 If a direct access customer makes an error when entering an order with a broker, can the broker take
over that error or process that error in his error account?

A12 No. This is the customer's error, not a Floor trading error.

Q13 If an upstairs trader makes an error when entering an order with the broker, can the broker take over the
error or process that error in his error account?

A13 No. This is the upstairs trader's error, not a Floor trading error.

Q14 If a broker's booth clerk makes an order handling error, can the error be processed in an error account
specifically used for errors made by booth clerks?

A14 No. Booth clerks are not permitted to trade and, therefore, cannot have a trading error or an error
account. If trades are effected because of a clerk's order handling error, they become trading errors at the
time that a broker or specialist executes the order pursuant to those erroneous instructions. With regard to
orders routed to the specialist by booth clerks, a booth clerk operates under the supervision of a broker, and
that clerk's order entry errors must be processed in the broker's error account. The broker's error log should
reflect the clerk's involvement in the error.

Q15 If on T+1 a broker finds out that he or she has a one sided trade (i.e., no contra party knows the trade)
but the transaction is covered by the tape, must he substitute his error account as the contra side to the
customer or may he or she ask the specialist to substitute the specialist account on account of error?

A15 Either approach may be followed.

Q16 If, from the customer's perspective, a broker misses the market on a not held order, can a broker issue a
Floor report to satisfy the customer?

A16 No. A broker cannot miss the market on a not held order.

Q17 Do brokers have to give all profits related to errors to the NYSE Foundation?

A17 No. Profits related to actual trading errors (e.g., wrong stock, wrong side of the market, etc.) may be
retained by the broker if offered to, and declined by, the customer. All profits resulting from erroneous reports
to non-members (no trading error, but an error in reporting) must be forwarded to the NYSE Foundation if the
broker relies on Alternative Two of Rule 411.
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Q18 Can a broker use Alternative Two when an erroneous report has been issued to a member or member
organization?

A18 No. Members and member organizations including upstairs traders must accept corrected reports from
brokers whether corrected on trade date or thereafter.

Q19 Can a broker relying on Alternative Two of Rule 411 net losses against profits?

A19 A broker cannot net profits and losses when using Alternative Two, even when related to the same order
or the same customer.

Q20 Is Alternative Two of Rule 411 available to upstairs traders or Registered Representatives who make
erroneous reports to non-member customers?

A20 Yes. If Alternative Two is relied upon “upstairs” the member organization must forward any profits to the
NYSE Foundation.

Q21 A broker has been working a Volume Weighted Average Price Order (VWAP) for a customer. All
executions were within the terms of the order but the buy side is not content with the average price. They
request a price 5 cents better. Can a Floor broker issue a Floor report to accommodate the buy side
customer?

A21 A Floor broker cannot issue a Floor report out of the broker's error account in this instance. An upstairs
trader may not use the upstairs error account under these circumstances because no trading or reporting
error has occurred. However, the Floor broker or the upstairs trader may agree to give his customer a 5-
cent discount or premium which should be reflected as a monetary adjustment on the confirmation to the buy
side's customer.

Q22 A member has corrected an erroneous report as to price with an upstairs trader at a member firm. That
trader has already reported the erroneous price to his customer. Must the trader offer the corrected report to
his customer if it is at a better price? If the customer refuses a corrected report whether in his favor or not,
what can the upstairs trader do?

A22 The trader must offer a corrected report to that customer. If a non-member customer refuses to take a
corrected report, the trader may use his firm's upstairs error account to provide stock at the erroneous price
to his customer and take over the auction market transaction. Any profit must be forwarded to the NYSE
Foundation. Member customers must take corrected reports under Rule 411.

Q23 How should a broker proceed if he or she has missed the market on a held order?

A23 When a broker discovers that he or she has missed the market on a held order, the broker must fill
the order in the open market if the security named in the order is trading at a better price than the price at
which the market was missed. The broker may use his or her error account if the open market price is less
advantageous than the price at which the market was missed. The broker may only report from his error
account in terms of sizes and prices on the Tape at the time that the broker is deemed to have missed the
market.

Q24 A broker has missed the market on a held order, and the customer demands to take a report at price
where the market was missed rather than a better price currently available in the open market. Can a broker
issue such a report?

A24 No. The broker is not permitted to use his error account in these circumstances, as the customer's order
remains executable.

Q25 A broker receives an order at 12:00 p.m. to buy 2,000 at $ 96. He executes the order at that price, but an
erroneous report is issued at $95. The broker's customer is not a member, and since the actual trade price is
not favorable, he refuses a corrected report. The Consolidated Tape price range on the day is $93 to $97.50,
but stock has not traded on the Exchange at $95 or lower since 10:00 a.m. The erroneous report was not
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covered by the NYSE Tape when the order was entered, executed or reported. Does the customer have a
right to demand that the broker use Alternative Two under Rule 411(ii)?

A25 Yes. Alternative Two is available if the price and size of an erroneous report to a non-member are within
the range of prices and sizes in the subject security reported on the Consolidated Tape on the day in which
the order was executed.

Q26 Are new members exempt from having an error account?

A26 No. New members of the Exchange must establish an error account or participate in the Floor Members
Emergency Fund before they make any transactions on the Exchange.

Q27 How are profits related to erroneous reports sent to the NYSE Foundation?

A27 A check payable to the NYSE Foundation should be forwarded to Alan Holzer, Controllers Department,
New York Stock Exchange, 20 Broad Street, 8th Floor, New York, NY 10005.

Q28 When must profits related to erroneous reports to non-members be forwarded to the NYSE Foundation?

A28 Profits related to erroneous reports to non-members may be transmitted when they are realized, or on a
monthly or quarterly basis.

Q29 Specialist units may have thousands of error trades per day. Can they treat errors of de minimis value as
administrative items for the purpose of recording and reporting errors?

A29 No.

Q30 Can a member organization have an agreement with a customer that profitable erroneous reports below
a certain dollar amount need not be offered to the customer?

A30 Yes, provided the agreement has been established with a representative of the customer who is
authorized to make such arrangements, appropriate documentation of the arrangement is maintained and any
profits not given to the customer is forwarded to the NYSE Foundation in accordance with Rule 411.

Questions concerning erroneous reports and errors may be addressed to Market Surveillance staff:

Patrick Giraldi 656-6804

Carol Krusik 656-4597

Donald Siemer 656-6940

Questions concerning reporting errors and reporting error accounts should be addressed to your Member
Firm Regulation Finance Coordinator.

___________________________

Regina C. Mysliwiec

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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May 5, 2006

   ATTENTION: COMPLIANCE AND LEGAL DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: EXPIRATION OF SHORT EXEMPTION (EXCHANGE RULE 440B/ SEC RULE 10a-1)

Trading in 17 Holding Company Depositary Receipts (HOLDRs), a type of Trust Issued Receipt, began on the
NYSE on April 15, 2002 on an unlisted trading privileges (“UTP”) basis. (See Information Memo 02-15 (April
15, 2002)).

This memorandum serves as notice that the following HOLDRs are no longer exempt from the short sale rule
of the Securities and Exchange Commission (SEC Rule 10a-1) or the Exchange (Rule 440B), and therefore,
any short sale of these securities must be made on a “plus” or “zero plus” tick:

• IAH (Internet Architecture HOLDRs)

• SWH (Software HOLDRs)

• BDH (Broadband HOLDRs)

• BHH (B2B HOLDRs)

• EKH (Europe 2001 HOLDRs)

• HHH (Internet HOLDRs)

• IAH (Internet Architecture HOLDRs)

• IIH (Internet Infrastructure HOLDRs)

• TTH (Telecom HOLDRs)

• WMH (Wireless HOLDRs)

Questions concerning this Memorandum may be addressed to Donald Siemer at (212) 656-6940, Jeff
Rosenstrock at (212) 656-5499 or David Matta at (212) 656-4717. General questions on Trust Issued
Receipts may be addressed to Lisa Dallmer (Exchange Traded Funds Group) at (212) 656-2218.

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.
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May 5, 2006

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: LISTING OF TEN iSHARES(r) DOW JONES INDEX FUNDS (EXCHANGE TRADED FUNDS)

The following ten iShares(r) Funds (“Exchange-Traded Funds” or “ETFs”) will begin trading on the Exchange
on May 5, 2006:

iShares Dow Jones U.S. Oil & Gas Exploration & Production Index Fund (symbol: IEO)

iShares Dow Jones U.S. Oil Equipment & Services Index Fund (IEZ)

iShares Dow Jones U.S. Pharmaceuticals Index Fund (IHE)

iShares Dow Jones U.S. Health Care Providers Index Fund (IHF)

iShares Dow Jones U.S. Medical Devices Index Fund (IHI)

iShares Dow Jones U.S. Broker-Dealers Index Fund (IAI)

iShares Dow Jones U.S. Insurance Index Fund (IAK)

iShares Dow Jones U.S. Regional Banks Index Fund (IAT)

iShares Dow Jones U.S. Aerospace & Defense Index Fund (ITA)

iShares Dow Jones U.S. Home Construction Index Fund (ITB)

This Information Memo reviews the various rules and policies applicable to trading in iShares Funds based on
an equity index.

Background Information on the Funds

Barclays Global Fund Advisors (the “Advisor”) is the investment advisor for the Funds and is registered
under the Investment Advisers Act. The Advisor is a wholly owned subsidiary of Barclays Global Investors,
N.A., which is, in turn, a wholly- owned indirect subsidiary of Barclays Bank PLC of the United Kingdom.
SEI Investments Distribution Co. (the “Distributor”), a Pennsylvania corporation and broker-dealer registered
under the Securities Exchange Act of 1934, is the principal underwriter and distributor of Creation Unit
Aggregations (as defined below) of iShares. The Distributor is not affiliated with the Exchange or the Advisor.
Investors Bank Trust Company is the administrator, custodian and transfer agent for each Fund.

The shares of the Funds are issued by iShares Trust.

According to the Funds' prospectuses, the Funds' investment objective is to provide results that correspond
generally to the price and yield performance, before fees and expenses, of a specified underlying index
compiled by Dow Jones & Company. The Funds use a representative sampling strategy to try to track their
respective underlying index.

For a more complete description of the Funds and the underlying indexes, visit www.iShares.com. Fund fact
sheets providing information regarding the Funds' top holdings may be requested by calling 1-800-iShares.

Issuance of Creation Unit Aggregations

In General. Shares of the Funds will be issued on a continuous offering basis in groups of 50,000 shares or
multiples thereof. These “groups” of shares are called “Creation Unit Aggregations”. The Funds will issue
and redeem Fund shares only in Creation Unit Aggregations. As with other open-end investment companies,
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Fund shares will be issued at the net asset value (“NAV”) per share next determined after an order in proper
form is received.

iShares Trust will cause to be made available daily the names and required number of shares of each of the
securities to be deposited in connection with the issuance of the Funds' shares in Creation Unit Aggregations
for the Funds, as well as information relating to the required cash payment representing, in part, the amount
of accrued dividends for the Funds.

Principal Risks

Interested persons are referred to discussion in the iShares Trust prospectus for the Funds (available at
www.iShares.com) of principal risks of an investment in the Funds. These include market risk, tracking error
risk (factors causing a Fund's performance to not match the performance of the underlying index), market
trading risk (for example, trading halts, trading above or below net asset value), and other risks.

Hours of Trading

Trading in the Funds will be 9:30 a.m. until 4:15 p.m.

Exchange Rules Applicable to the Trading of ETFs

The rules applicable to ETFs are applicable to these Funds since these Funds fall within the definition of an
Investment Company Unit, as provided in Paragraph 703.16 of the Listed Company Manual and Exchange
Rule 1100.

Application of Certain NYSE Rules to ETFs

Rule 104 - Rules 104.20 and 104.21 provide a capital requirement for specialists of $500,000 per ETF. A
specialist unit registered only in an ETF would be subject to the $1,000,000 minimum capital requirement of
Rule 104.20.

In addition, Rule 104 facilitates specialist market making in ETFs. Specialists may engage in “parity”
transactions on direct destabilizing ticks without obtaining Floor Official approval. A “parity” transaction in an
ETF would be a trade to bring the security into line with the value of the securities comprising the ETF, or the
value of a futures contract on the index on which the ETF is based.

Rule 13 - Commentary .30 to Exchange Rule 13 provides that stop and stop limit orders in an Investment
Company Unit shall be elected by a quotation, but specifies that if the electing bid on an offer is more than
0.10 points away from the last sale and is for the specialist's dealer account, prior Floor Official approval is
required for the election to be effective. This rule applies to Investment Company Units generally.

Rule 36.30 - Rule 36.30 governs the establishment of telephone or electronic communications between the
Exchange's trading floor and any other location. Rule 36 provides that a specialist registered in an ETF may
use a telephone or order entry terminal to enter an order in the ETF itself, in a component security of the ETF,
or in an options or futures contract related to the ETF. In addition, the specialist may use a post telephone to
obtain market information with respect to such ETFs, options, futures, or component securities. The text of
Rule 36 makes clear that if an order in a component security of such ETF is to be executed on the Exchange,
the order must be entered in compliance with NYSE Rule (c) and SEC Rule 11a2-2(T), and must be entered
only for the purpose of hedging a position in the ETF.

The specialist may not use the post wire to call a specialist on the NYSE registered in a component stock
of the ETF to enter an order, nor may the specialist use a SuperDOT terminal to send an order directly via
SuperDOT to another specialist. The specialist registered in an ETF is not registered in the component
stocks, and therefore is not permitted to initiate an “on Floor” order in such a stock.

Exchange members, including specialists, are permitted to enter an “off-Floor” order. NYSE Rule 112(c)
codifies the principle that a member may use a “communication facility” on the Floor of the Exchange to call
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an off-Floor location and enter a proprietary order. The order is deemed to be an “off-Floor” order (not an
order initiated on the Floor, or an “on Floor” order), provided the order is routed through a clearing firm's
order room, and is transmitted to the Floor for execution by an unaffiliated member. This latter provision is
consistent with SEC Rule 11a2- 2(T), which permits executions of off-floor member proprietary orders by
unaffiliated members. These rules do not impose restrictions on the types of orders which may be executed
pursuant to the exemptive relief provided. Under the amendment to Rule 36, any orders in a component stock
of an ETF entered for execution on the Exchange from the specialist's post, either by telephone or by means
of a SuperDOT terminal, would have to be routed through a clearing firm's order room and transmitted back
to the Floor for execution without the specialist in the ETF interacting with the order or participating in the
execution in any way.

Rule 123C - Market-on-Close/ Limit-At-The-Close Policy

Orders in ETFs are not subject to the Exchange's Market-On-Close (“MOC”)/Limit-at-the-Close (“LOC”) policy
concerning order entry limitations, cancellation of orders during a regulatory halt, imbalance publications, and
any other limitations or procedures with respect to MOC/LOC procedures. A MOC/LOC order in an ETF can
be entered at any time without regard to the limitations of the Exchange's MOC/LOC policies. In addition,
the closing price of an ETF will not be subject to publication of imbalances under the Exchange's MOC/LOC
policy.

Rule 123D- Pre-Opening Price Indications Policy

Similarly, the Exchange's policies regarding mandatory dissemination of pre-opening price indications (other
than ITS pre-opening notifications) in the case of significant order imbalances and potentially large price
dislocation from the prior close would not apply to ETFs.

Both the MOC/LOC procedures and the mandatory pre-opening price indications policy are intended to
solicit offsetting contra side interest to minimize price dislocation. This rationale does not apply in the case of
ETFs, which are derivatively priced in relation to, among other things, the values of the underlying component
securities, regardless of the extent of an order imbalance.

Rule 105(m) - Rule 105(m), which prohibits affiliates of specialist units from acting as a primary market maker
in the option on a specialty security, permits such activity with respect to options on a Fund for affiliates
of specialists that have Rule 98 approved procedures in place. The Exchange believes that, as ETFs are
derivatively priced, the conflicts of interest with respect to market making in both the underlying security and
its corresponding option are minimized in this case. The Exchange will also permit a Rule 98 affiliate of the
ETF specialist to act in a market making capacity (but not as a specialist) in the ETF itself on another market
center.

Rule 98 - Exchange Rule 98 provides that affiliates of a specialist organization can receive an exemption
from certain rules applicable to specialists (principally impacting proprietary trading and investment banking),
provided they establish a system of information barriers between themselves and the affiliated specialist. One
of the conditions for the Rule 98 exemption is that the specialist organization be capitalized separate and
apart from any affiliate. The Exchange has deleted this requirement in the case of a specialist organization
that is registered only in ETFs. The Exchange believes that the separate capitalization requirement is not
required in this instance, and that the question of adequacy of capital can be appropriately addressed by the
special allocation committee which will allocate the ETF. However, a specialist organization that is registered
only in ETFs will remain subject to the minimum capital requirements specified in Rule 104.20.

Exemptive, Interpretive and No-Action Relief Under Federal Securities Regulations and NYSE Rules

The Securities and Exchange Commission (“SEC”) has issued exemptive, interpretive and noaction relief
from certain provisions of and rules under the Act regarding trading in the abovementioned Funds. In addition,
the SEC has approved an Exchange interpretive position with respect to the Exchange's short sale rule.
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Short Sale Rules - Transactions in ETFs will not be subject to “tick” requirements of the short sale rule of the
Commission (Rule 10a-1) or the Exchange (Rule 440B). Short orders must be marked SHORT or SHORT
EXEMPT. (See paragraph below regarding Rule 200(g) of Regulation SHO.)

Rule 200(g) of Regulation SHO- The SEC Division of Market Regulation has stated that the Division will
not recommend enforcement action under Rule 200(g) of Regulation SHO if a broker-dealer marks “short”
rather than “short exempt” a short sale effected in the Funds pursuant to the exemptions from the price test of
Rule 10a-1 that have been granted, subject to specified conditions, including that a broker-dealer executing
exempt short sales will mark such sales as “short” and in no event will such sales be marked “long”. (See
letter from James A. Brigagliano, Assistant Director, Division of Market Regulation, SEC, to Ira Hammerman,
Senior Vice President and General Counsel, Securities Industry Association, dated January 3, 2005.)

Regulation M Exemptions - Generally, Rules 101 and 102 of Regulation M prohibit any “distribution
participant” and its “affiliated purchasers” from bidding for, purchasing, or attempting to induce any person
to bid for or purchase any security which is the subject of a distribution until after the applicable restricted
period, except as specifically permitted in Regulation M. The provisions of the Rules apply to underwriters,
prospective underwriters, brokers, dealers, and other persons who have agreed to participate or are
participating in a distribution of securities.

The SEC has granted an exemption from Rule 101 under Regulation M to permit persons participating
in a distribution of shares of the above-mentioned Funds to engage in secondary market transactions in
such shares during their participation in such a distribution. In addition, the SEC has granted relief under
Regulation M to permit persons who may be deemed to be participating in the distribution of shares of the
above-mentioned Funds (i) to purchase securities for the purpose of purchasing Creation Unit Aggregations
of Fund shares and to (ii) tender securities for redemption in Creation Unit Aggregations. Further, the SEC
has clarified that the tender of Fund shares to the Funds for redemption does not constitute a bid for or
purchase of any of the Funds' securities during the restricted period of Rule 101. The SEC has also granted
an exemption pursuant to paragraph (e) of Rule 102 under Regulation M to allow the redemption of Fund
shares in Creation Unit Aggregations during the continuous offering of shares.

Customer Confirmations for Creation or Redemption of Fund Shares (SEC Rule 10b-10) - Broker-dealers
who handle purchases or redemptions of Fund shares in Creation Unit size for customers will be permitted to
provide such customers with a statement of the number of Creation Unit Aggregations created or redeemed
without providing a statement of the identity, number and price of shares of the individual securities tendered
to the Fund for purposes of purchasing Creation Unit Aggregations (“Deposit Securities”) or the identity,
number and price of shares to be delivered by the Trust to the redeeming holder (“Redemption Securities”).
The composition of the securities required to be tendered to the Fund for creation purposes and of the
securities to be delivered on redemption will be disseminated each business day and will be applicable to
requests for creations or redemption, as the case may be, on that day. This exemptive relief under Rule
10b-10 with respect to creations and redemptions is subject to the following conditions:

(1) Confirmations to customers engaging in creations or redemptions must state that all information required
by Rule 10b-10 will be provided upon request;

(2) Any such request by a customer for information required by Rule 10b-10 will be filed in a timely manner, in
accordance with Rule 10b-10(c);

(3) Except for the identity, number and price of shares of the component securities of the Deposit Securities
and Redemption Securities, as described above, confirmations to customers must disclose all other
information required by Rule 10b-10(a).

SEC Rule 14e-5 -An exemption from Rule 14e-5 has been granted to permit any person acting as a dealer-
manager of a tender offer for a component security of the Funds to (1) redeem Fund shares in Creation Unit
Aggregations from the issuer that may include a security subject to such tender offer and (2) to purchase
Fund shares during such tender offer. In addition, a no-action position has been taken under Rule 14e-5 if a
broker-dealer acting as a dealer-manager of a tender offer for a security of the Fund purchases or arranges
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to purchase such securities in the secondary market for the purpose of tendering such securities to purchase
one or more Creation Unit Aggregations of shares, if made in conformance with the following:

(i) such bids or purchases are effected in the ordinary course of business, in connection with a basket of 20 or
more securities in which any security that is the subject of a distribution, or any reference security, does not
comprise more than 5% of the value of the basket purchased; or

(ii) purchases are effected as adjustments to such basket in the ordinary course of business as a result of a
change in the composition of the underlying index; and

(iii) such bids or purchases are not effected for the purpose of facilitating such tender offer.

Section 11(d)(1); SEC Rules 11d1-1 and 11d1-2 - Section 11(d)(1) of the Act generally prohibits a person
who is both a broker and a dealer from effecting any transaction in which the broker-dealer extends credit
to a customer on any security which was part of a new issue in the distribution of which he participated as a
member of a selling syndicate or group within thirty days prior to such transaction. The SEC has clarified that
Section 11(d)(1) does not apply to broker-dealers that are not Authorized Participants (and, therefore, do not
create Creation Unit Aggregations) that engage in both proprietary and customer transactions in shares of
the Funds in the secondary market, and for broker-dealer Authorized Participants that engage in creations
of Creation Unit Aggregations. This relief is subject to specific conditions, including the condition that such
broker-dealer (whether or not an Authorized Participant) does not, directly or indirectly, receive from the fund
complex any payment, compensation or other economic incentive to promote or sell the shares of the ETF to
persons outside the fund complex, other than non-cash compensation permitted under NASD Rule 2830 (I)(5)
(A), (B) or (C). See letter dated November 21, 2005 from Catherine McGuire, Chief Counsel, SEC Division of
Market Regulation, to Securities Industry Association, Derivative Products Committee. The Commission has
also taken a no-action position under Section 11(d)(1) of the Act that brokerdealers may treat shares of the
Funds, for purposes of Rule 11d1-2, as “securities issued by a registered open-end investment company as
defined in the Investment Company Act” and thereby extend credit or maintain or arrange for the extension
or maintenance of credit on shares that have been owned by the persons to whom credit is provided for more
than 30 days, in reliance on the exemption contained in the rule.

SEC Rule 15c1-5 and 15c1-6 - The SEC has taken a no-action position with respect to Rule 15c1-5 and
Rule 15c1-6 as to the required disclosure of control by a broker or dealer with respect to creations and
redemptions of Fund shares and secondary market transactions therein.

Other Matters

Due Diligence - Pursuant to Exchange Rule 405, before a member, member organization, allied member or
employee thereof undertakes to recommend a transaction in ETF shares, such person must exercise due
diligence to learn the essential facts relative to the customer. If any recommendation is made with respect
to such shares, the person making the recommendation should have a reasonable basis for believing, at
the time of making the recommendation, that the customer has such knowledge and experience in financial
matters that he or she may reasonably be expected to be capable of evaluating the risks and any special
characteristics of the recommended transaction, and is financially able to bear the risks of the recommended
transaction. Before a member, member organization or employee thereof recommends a transaction in the
Funds, a determination must be made that the recommendation is in compliance with all applicable Federal
and Exchange rules and regulations, including due diligence obligations under Exchange Rule 405.

Certain Specialist Transactions in ETFs - Rule 460.10 generally precludes certain business relationships
between an issuer and the specialist in the issuer's securities. Exceptions in the Rule permit specialists in
ETF shares to enter into Creation Unit transactions through the Distributor to facilitate the maintenance of a
fair and orderly market. A specialist Creation Unit transaction may only be effected on the same terms and
conditions as any other investor, and only at the net asset value of the ETF shares. A specialist may acquire
a position in excess of 10% of the outstanding issue of the ETF shares, provided, however, that a specialist
registered in a security issued by an investment company may purchase and redeem the investment
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company unit or securities that can be subdivided or converted into such unit, from the investment company
as appropriate to facilitate the maintenance of a fair and orderly market in the subject security.

Trading Halts - In order to halt the trading of an ETF, the Exchange may consider, among other things, factors
such as the extent to which trading is not occurring in underlying security(s) and whether other unusual
conditions or circumstances detrimental to the maintenance of a fair and orderly market are present. In
addition, trading in Fund shares is subject to trading halts caused by extraordinary market volatility pursuant
to Exchange Rule 80B.

Prospectus Delivery - Exchange members and member organizations should be mindful of applicable
prospectus delivery requirements under the federal securities laws with respect to transactions in the
Funds. In that regard, the Exchange notes that although NYSE Rule 1100(b) provides for delivery of written
descriptions to customers of Funds that have received an exemption from Section 24(d) of the Investment
Company Act, there is at this time no written description available for these particular Funds. Members and
member organizations are advised that delivery of a prospectus in lieu of a written description would satisfy
the requirements of Rule 1100(b).

Purchases and Redemptions in Creation Unit Size - Exchange members and member organizations are
hereby informed that procedures for purchases and redemptions of iShares in Creation Unit Size are
described in the Funds' prospectus and Statement of Additional Information, and that iShares are not
individually redeemable but are redeemable only in Creation Unit Size aggregations or multiples thereof.

Surveillance. Exchange surveillance procedures applicable to trading in the Funds are comparable to those
applicable to other Investment Company Units currently trading on the Exchange.

Questions concerning the matters discussed in this Memorandum may be addressed as follows:

General Questions on ETFs:

James P. McGowan (212) 656-2490 (Competitive Position Group)

Michael Cavalier (212) 656-2474 (Office of the General Counsel)

Questions on:

Due Diligence Stephen A. Kasprzak (Member Firm Regulation) (212) 656-5226

Exchange Rules Donald Siemer (Market Surveillance) (212) 656-6940

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 06-31
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May 5, 2006

   Member Firm Regulation

ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, CREDIT AND MARGIN
DEPARTMENTS, COMPLIANCE AND LEGAL DEPARTMENTS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: MARGIN EXTENSION (MEX) AND FIRM EXTENSION (FEX) SYSTEM NEW REQUIREMENTS

On December 28, 2005 the New York Stock Exchange (“NYSE”) issued Information Memo 05-107, outlining
various new requirements to the margin extension process that will enhance our surveillance and examination
capabilities. The Exchange has been working with several member organizations in a pilot phase, which
ended April 1, 2006. Member organizations are hereby advised that the effective date for implementation of
these new requirements and transmission of the new file format for all clearing member organizations will be
July 14, 2006. The additional information to be reported at the time a margin extension is filed includes the
following:

- An indication as to whether or not an extension is being filed on behalf of a correspondent firm.

- The firm's FOCUS number and branch number if the correspondent firm is a member of the NYSE.

- The correspondent's name and Central Registration Depository (“CRD”) 1   number if the correspondent firm
is not a member of the NYSE.

- Branch code, regardless of whether the member organization is filing on behalf of a correspondent or its
own customer.

- The settlement date for new issue trades.

- In the event an extension is filed on behalf of a foreign correspondent, the clearing firm must provide 9's in
the CRD field.

For those member organizations that file via SIAC, please be advised that the transmission process will
not change, further, all header and system ID information will remain the same. However, if a member
organization transmits an extension file utilizing the old file format, the transmission will be rejected.

All extension reports currently sent to member organizations will reflect the new data on Monday, July 17 th.

Member organizations that utilize a service bureau to process extensions need to ensure that this information
is promptly communicated to the service bureau so that it will be ready in time for implementation.

If you have any questions or concerns regarding this memo please contact Albert Lucks at 212-656-5782,
Steve Yannolo at 212-656-2274, Patrice Vellecca at 212-656-2784, or Debra German at 212-656-8572.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.
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The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  The CRD number is assigned by the NASD to every broker-dealer upon registration.
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May 5, 2006

   ATTENTION: CHIEF EXECUTIVE OFFICER AND MANAGING PARTNER, CHIEF FINANCIAL OFFICER,
CHIEF OPERATIONS OFFICER, AND CHIEF COMPLIANCE OFFICER

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: GUIDANCE PERTAINING TO BUSINESS CONTINUITY AND CONTINGENCY PLANS
RELATING TO A POTENTIAL PANDEMIC

Introduction

The ongoing spread of avian flu has raised concerns among governmental and public health officials of
a near term pandemic flu. A pandemic flu would involve the person-to-person transmission of a “virulent

human flu that causes a global outbreak, or pandemic, of serious illness.” 1   Although there is no pandemic
flu at this time, were one to occur, it may cause a significant and extended business interruption differing
materially from the emergencies recently confronted by member organizations of the New York Stock
Exchange LLC (the “Exchange”). For example, a pandemic flu is expected to occur in multiple “waves,”
each potentially spanning weeks or longer, and thus might have a substantially greater duration than the
blackout of August 14 and 15, 2003, or the terrorist attacks of September 11, 2001. In addition, a pandemic
flu is expected to involve outbreaks in numerous domestic and international locations. Therefore, unlike
the regional emergencies created by Hurricanes Katrina and Rita, a pandemic flu might impact a member
organization's main office, branch offices, back-up locations, suppliers, and customers, regardless of their
geographic diversity.

Due to the concern over a potential pandemic flu, NYSE Regulation, Inc. is issuing this Information Memo
to provide guidance to member organizations as to how to assess whether their Business Continuity and

Contingency Plans (“BCPs”) would be suitable for a prolonged, widespread public health emergency. 2   This
memorandum reflects the current state of publicly available information concerning a potential pandemic
and commonly accepted strategies for pandemic preparedness. Ultimately, the key to any BCP is flexibility:
member organizations should tailor their planning efforts to their particular business models and customer
needs, and should become and remain informed about developing pandemic flu projections.

Exchange Rule 446, “Business Continuity and Contingency Plan”

BCPs are mandated by Exchange Rule 446. Briefly, by way of background, Exchange Rule 446(a) requires
member organizations to “develop and maintain a written business continuity and contingency plan
establishing procedures relating to an emergency or significant business disruption” that is reasonably
designed to enable the member organization to meet its existing obligations to customers and addresses the

member organization's existing relationships with broker-dealers and counterparties. 3 

Exchange Rule 446(c) sets forth ten minimum elements that a BCP must address. They are the following:

1) books and records back-up and recovery (hard copy and electronic);

2) identification of all mission critical systems and back-up for such systems;

3) financial and operational risk assessments; 4) alternate communications between customers and the
firm; 5) alternate communications between the firm and its employees; 6) alternate physical location
of employees; 7) critical business constituent, bank and counter-party impact; 8) regulatory reporting;
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9) communications with regulators; and 10) how the … member organization will assure customers
prompt access to their funds and securities in the event the … member organization determines it is
unable to continue its business.

A “mission critical system,” as defined in Exchange Rule 446(e), is any necessary system “to ensure prompt
and accurate processing of securities transactions, including order taking, entry, execution, comparison,
allocation, clearance and settlement of securities transactions, the maintenance of customer accounts,
access to customer accounts and the delivery of funds and securities.” The Exchange has previously stated
that in preparing BCPs, member organizations should emphasize having multiple levels of back-ups, a
geographic diversity of back-up facilities and outsourced services, up-to-date technology for back-up facilities,
a variety of telecommunications options, robust testing of BCPs and back-up facilities, and time recovery

standards and business prospects for various situations. 4 

The Exchange also has stated that a member organization's BCP must recognize the interdependence of
securities industry participants. Specifically, a member organization's BCP must include “procedures that
assess the impact that a significant business disruption would have” on: businesses with which the member
organization has an ongoing relationship concerning the support of its operating activities; lending banks;

and counterparties such as institutional customers or other broker-dealers. 5   Such procedures ought to
address “whether alternative actions or arrangements with respect to their contractual relationships with
critical business constituents, banks, and counter-parties would be appropriate upon the occurrence of a

material business disruption to either party.” 6   Furthermore, the Exchange has provided that BCP testing
should be coordinated with other institutions, “taking into consideration the broad interdependence among
industry participants … member organizations should coordinate with key external entities that could cause
a BCP to fail such as telecommunications and service providers, subsidiaries and suppliers, and outsourced

functions.” 7 

BCPs should be flexible documents that adjust to emerging threats to business continuity. According to
Exchange Rule 446(b), “member organizations must conduct, at a minimum, a yearly review of their business
continuity and contingency plan to determine whether any modifications are necessary in light of changes
to … operations, structure, business or location.” The Exchange has advised that “[r]isk assessment is an
essential component of business continuity planning. When preparing, updating, and maintaining a BCP, …
member organizations must dedicate resources to periodically assess risk factors so that plans remain viable

and effective in light of evolving circumstances.” 8 

At present, member organizations should assess the unique risks posed by a pandemic flu to determine
whether their BCPs would be viable in the event that the avian flu were to give rise to a pandemic. In
conducting that assessment, member organizations should consider utilizing the Federal government's
Business Pandemic Influenza Planning Checklist, available at www.pandemicflu.gov/plan/pdf/
businesschecklist.pdf. In addition, member organizations should consider the following guidance.

Guidance Concerning Potential Business Disruptions of a Pandemic Flu

Historically, pandemics have occurred three to four times per century. Thus, regardless of whether the current
avian flu causes a pandemic, there remains a substantial risk of a pandemic, involving some disease, in the
not too distant future.

In light of the threat of a pandemic, or any biologically based threat, member organizations should review
their BCPs and make any necessary modifications. The threat of a pandemic poses unique challenges and
therefore requires special planning. Because of the potential business disruption that a pandemic would
cause, the securities industry should plan specifically for such an event keeping in mind the following five
specific risks:
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(1) Pandemics can have multiple strains that arrive in separate waves. The cycles might span many months.
Firms therefore should evaluate the viability of their BCPs in the event that they would have to be operative
for periods of weeks or months.

(2) The United States government has indicated that it may resort to quarantines in the event of a domestic
outbreak, and foreign governments' reactions may be similar or more drastic. Firms should evaluate the
viability of their BCPs in light of potential restrictions on travel, as well as on gatherings of large numbers of
people in one location.

(3) Pandemics can have a multinational or global scale.

(4) Pandemics can impact large percentages of the population and of a company's work force (as many as
30% to 40%). In addition, fear may deter healthy people from attending work.

(5) A pandemic could result in the loss of multiple personnel within the same business unit (including
business continuity managers). As a result, firms should consider whether their succession plan is adequately
extensive.

Some questions that firms should consider in light of the risks a pandemic poses to their operations include:

- Many health officials believe that a best practice would be to have a multi-tiered response determined by
various pandemic-related trigger points. So, for example, if human to human transmission occurred abroad,
that would trigger the firm to implement certain contingencies, whereas if an occurrence of the outbreak
occurred in the U.S., that would trigger implementations of additional contingencies. Has the firm established
escalating contingencies for various trigger points?

- Do the firm and/or firm service providers have the technological infrastructure and capacity in place to
support widespread telecommuting and/or operations from back-up sites?

- BCPs may call for the activation of one or more back-up sites in response to certain events. The
conventional use of a back-up site is as a response to a geographically localized event. Firms should
consider whether a back-up site would be a viable option in the event of a pandemic. If the firm uses a vendor
to provide back-up space, has the firm evaluated whether the vendor is capable of providing space in the
event that multiple customers require usage simultaneously?

- Has the firm considered the impact of requiring employees to work at a remote location over a long
timeframe?

- Has the firm conducted tests, including telecommuting and teleconferencing capabilities, to evaluate its
ability to execute both the technological and the logistical aspects of its BCP?

- Does the firm have supervisory, surveillance, and record-keeping systems in place to permit employees to
work from home for prolonged periods? Has the firm tested the functionality of such systems? Does the firm
have procedures for supervising employees who work from home for prolonged periods?

- Business continuity planning for the financial industry has historically focused particular attention on firms'
clearing and settlement functions as well as on trading operations, both of which are viewed as critical.
Does the firm have contingencies in place that ensure functioning of these critical operations in the event of
conditions including, but not limited to, limitations on travel and on public gatherings?

- Do any components of the firm's BCP involve activities or the suspension or modification of business
practices that will require regulatory approval? If so, firms should start a dialogue with regulators.

- Has the firm considered the Human Resources implications of a pandemic? Such considerations include,
but are not limited to, the operational and financial impact of a significant percentage of the staff being absent
or taking short-term disability leave.

- The Federal government has recommended that firms establish partnerships with other members of their
sector to provide mutual support and maintenance of essential services during a pandemic. Has the firm
identified critical business partners, and has each party determined what it expects of the other during the
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various conditions that may arise in the event of a pandemic, to ensure that clearing, trading, and other
critical functions remain operational? If a firm were to determine, for example, that a critical supplier does not
have an adequate BCP or the capability for ensuring supply in the event of a certain trigger, the firm should
investigate whether it would require alternative business partners or whether it would be able to consolidate
its transactions with fewer business partners.

- How will the firm respond to a shutdown of national mass transit? Has the firm evaluated how to prevent
employees from becoming stranded, or how to respond if they are stranded, in the event of a mass transit
shutdown while employees are traveling on business?

- Educational programs are an important tool that can help businesses remain functional in the event of a
pandemic. Has the firm initiated a program to educate its employees about the potential pandemic and firm
contingency plans?

When considering responses to various pandemic scenarios, firms may want to read “High Level Principles
for Business Continuity,” which was prepared by the Joint Forum of the BASEL Committee on Banking
Supervision, The International Organization of Securities Commissions, and the International Association of
Securities Supervisors. Annexes II and III are Case Studies on the impact of the 2003 SARS outbreak on
the Hong Kong and Canadian securities markets, respectively. Additional information is available on various
government and health organization websites.

Potential Regulatory Relief

NYSE Regulation, Inc. has provided short-term relief from certain regulatory requirements during prior
business interruptions. NYSE Regulation, Inc. anticipates that, in the event of a pandemic or other public
health emergency, a flexible approach to regulatory requirements will be appropriate. Some of the areas of
potential regulatory relief currently under consideration by NYSE Regulation, Inc. include the following:

- extensions of time for standard filing requirements;

- flexibility with respect to office space arrangements;

- delays in real-time supervision where technology monitoring is feasible;

- additional time for reconciliations;

- extensions of time relating to licensing requirements; and

- flexibility with respect to compliance with certain provisions of clearing agreements.

Further guidance as to regulatory relief will be issued as circumstances warrant.

Questions concerning pandemic planning may be addressed to Anne DeSimone at (212) 656-2373 or
Thomas Leahy at (212) 656-2340 in the Risk Assessment Unit.

Questions concerning Exchange Rule 446 may be addressed to Stephen Kasprzak at (212) 656-5226 in
Member Firm Regulation.

___________________________

Allison A. Bishop

Vice President

Risk Assessment

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Footnotes

1  < www.pandemicflu.gov>
2  Member organizations are not required to continue doing business in the event of a business disruption.

However, a member organization's BCP must address how it "will assure customers prompt access to
their funds and securities" in the event that it discontinues business operations. Exch. R. 446(c)(10).
Nothing in this Information Memo is intended to suggest that in the event of a pandemic, a member
organization must stay in business. A member organization should consider, nonetheless, whether
its existing plan for permitting customers prompt access to their funds and securities in the event of a
business shutdown will be viable under expected pandemic conditions.

3  The Exchange previously provided general guidance as to the requirements of Exchange Rule 446 in
Information Memo No. 04-24 (May 3, 2004), and Information Memo No. 05-80 (Oct. 13, 2005).

4  Information Memo No. 05-80 at 1-2 (Oct. 13, 2005).
5  Information Memo No. 04-24 at 3 (May 3, 2004).
6  Information Memo No. 04-24 at 3 (May 3, 2004).
7  Information Memo No. 05-80 at 3 (Oct. 13, 2005).
8  Information Memo No. 05-80 at 2 (Oct. 13, 2005).
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May 5, 2006

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: PILOT PROGRAM LIFTING SIZE AND FREQUENCY RESTRICTIONS THROUGH NYSE
DIRECT+®; ADDING MARKET ORDERS TO NYSE DIRECT+®

* * * * IMPORTANT - TIME SENSITIVE INFORMATION * * * *

The Exchange anticipates implementing a pilot program (the “Pilot”) on or about May 12, 2006, to
expand the maximum size of auto ex orders to 1 million shares and eliminate the restriction against
entering orders for the account of the same beneficial owner in less than 30-second intervals. In
addition, all market orders and marketable limit orders will be automatically executed, regardless of
designation.

Lucent Technologies, Inc. (“Lucent” - Symbol: LU) will be the stock (“Pilot Security”) in the Pilot due to the
unique nature of Lucent's trading characteristics and the impending announced merger with Alcatel.

Unique Rules Applicable to the Pilot

In addition to Exchange rules generally, including rules implemented as part of Phase 1 of the Hybrid Market

initiative, the Pilot will operate as described below. The Exchange has designated these rules with a “P.” 1  
Functions and rules to be implemented in future phases of Hybrid will apply to the Pilot when implemented
in the normal course of business. For this reason, the Exchange has kept the numbering of these Pilot
rules consistent with and parallel to the Hybrid Market approved rules, except for the addition of the “P”
designation. Where the Pilot rules are different from the Hybrid Market rules, the Pilot rules shall govern with
respect to the Pilot securities. Exhibit A sets forth the text of the rules unique to the Pilot.

• The Exchange anticipates the Pilot will commence on or about May 12, 2006, and will terminate no
later than October 31, 2006. See Rule 1000.10(P).

• Market and limit orders may be entered for automatic executions in Pilot securities. See Rule 13(P):
definitions of auto ex order and market order.

• All market and marketable limit orders will be automatically executed regardless of designation. See
Rules 13(P): definitions of auto ex order and market order and 1000(a)(P).

• Market and marketable limit orders that remain unfilled after automatic execution will be handled
manually by the specialist. See Rule 1000(d)(v)(A)(P).

• The Pilot will begin with a maximum order size of 1 million shares. Note, however, that the
capacity for orders through SuperDot® continues to be 3 milllion shares.

• Rule 1005's restriction against entering auto ex orders for the account of the same beneficial owner
in less than 30-second intervals does not apply to the Pilot. See Rule 1005.10(P).

• Auto ex orders shall receive an immediate, automatic execution against orders in the published
quotation, but will not execute against reserve interest at the best bid (offer). See Rule 1000(a)(P).

• NYSE Direct+ will continue to operate under all other existing rules. For example, existing rules will
continue to govern when automatic executions are not available. See Rules 1000(i)- (vi).

• All other Exchange rules will apply during the Pilot as they do to other securities traded on the
Exchange. For a description of Hybrid Market Phase I rules, See Information Memos 06-14 (March
23, 2006) and 05-98 (December 14, 2005).

Inappropriate Use of Manual 100 Share Market
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Specialists are reminded that it is a violation of SEC and Exchange Rules to repeat or continue to
disseminate a manual 100 share by 100 share market or continuous display of size by 100 share markets,
as that could have the effect of not displaying or quoting a limit order in compliance with SEC and Exchange
Rules. Dissemination of such quotations are appropriate solely for the purpose of protecting the print of
a transaction effected at a discount or premium from the last sale. This allows time for the specialist to
disseminate the quotation reflecting the transaction. The inappropriate use of quotations that result in
orders not being displayed in compliance with the rules and policy cited above will be subject to appropriate
regulatory action, including formal disciplinary action. See Member Education Bulletin 2005-05 (March 22,
2005).

Inappropriate Use of Quote Frames

Specialists are reminded not to set quote frames such that they inappropriately disengage NYSE Direct+.
The quote frame has the same functionality and behavior as NYSE LIQUIDITYQUOTE® did, but without any
size. The Exchange intends to issue more detailed guidance on the appropriate use of quote frames in a
forthcoming Information Memo.

Questions regarding this Information Memo and the attachment should be directed as follows:

General Questions - Rules:

Nancy Reich, Vice President, Office of the General Counsel at (212) 656-2475 Donald Siemer, Director,
Office of the General Counsel at (212) 656-6940 Daniel Labovitz, Director, Market Surveillance at (212)
656-2081 Jeff Rosenstrock, Principal Rule Counsel, Office of the General Counsel at (212)-656-5499 Douglas
Witter, Senior Special Counsel, Market Surveillance at (212) 656-4875

General Questions - Operations and Technology:

Anne E. Allen, Executive Vice President, Floor Operations at (212) 656-4582 Lou Pastina, Senior Vice
President, Market Development at (212) 656-6821

Cautionary Note Regarding Forward-Looking Statements

Certain statements in the documents or disclosures in this Information Memorandum may contain forward-
looking statements within the meaning of the Private Securities Litigation Reform Act of 1995. These
statements are based on NYSE Group's current expectations and involve risks and uncertainties that could
cause NYSE Group's actual results to differ materially from those set forth in the statements. There can
be no assurance that such expectations will prove to be correct. Actual results may differ materially from
those expressed or implied in the forward-looking statements. Factors that could cause NYSE Group's
results to differ materially from current expectations include, but are not limited to: NYSE Group's ability to
implement its strategic initiatives, economic, political and market conditions and fluctuations, government
and industry regulation, interest rate risk and U.S. and global competition, and other factors detailed in NYSE
Group's Annual Report on Form 10-K and other periodic reports filed with the U.S. Securities and Exchange
Commission. In addition, these statements are based on a number of assumptions that are subject to change.
Accordingly, actual results may be materially higher or lower than those projected. The inclusion of such
projections herein should not be regarded as a representation by NYSE Group that the projections will prove
to be correct. We undertake no obligation to release any revisions to any forward-looking statements.

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Attachments
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EXHIBIT A

Additions underscored

Deletions [bracketed]

Definitions of Orders

Rule 13

Auto Ex Order (P)

An auto ex order is:

(a)(P) a market order or a limit order to buy (sell) priced at or above (below) the Exchange best offer (bid) at
the time such order is routed to the Display Book.®

(i)(P) Size limitation: Pursuant to a pilot program to begin on May 12, 2006, as described in Rule
1000.10(P), orders in pilot securities may be entered as market and limit orders in an amount greater
than 1,099 shares. The pilot program shall provide for a phased-in raising of order size eligibility, up
to a maximum of 3,000,000 shares. Each raising of order size eligibility shall be preceded by advance
notice to the Exchange's membership.

Market Order (P)

An order to buy or sell a stated amount of a security at the most advantageous price obtainable after the
order is represented in the Trading Crowd or routed to the Display Book®.

A market order is an auto ex order and shall be executed in accordance with, and to the extent provided by,
Exchange Rules 1000- 1004.

NYSE Direct+®

Automatic Executions

Rule 1000

(a)(P) An auto ex order shall receive an immediate, automatic execution against orders reflected in the
Exchange published quotation and shall be immediately reported as Exchange transactions, unless:

(i) the Exchange published quotation is in the non-firm quote mode;

(ii) the execution price would be more than five cents away from the last reported transaction price in the
subject security on the Exchange;

(iii) with respect to a single-sided auto ex order, a better price exists in another ITS participating market
center;

(iv) with respect to a single-sided auto ex order, the NYSE's published bid or offer is 100 shares;

(v) a transaction outside the NYSE's published bid or offer pursuant to Rule 127 is in the process of being
completed, in which case the specialist should publish a bid and/or offer that is more than five cents away
from the last reported transaction price in the subject security on the Exchange;

(vi) trading in the subject security has been halted.

(d)(i)(P) Auto ex orders to buy shall trade with the Exchange published best offer. Auto ex orders to sell shall
trade with the Exchange published best bid.
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(ii)(P)Where the volume associated with the Exchange published best bid (offer) is insufficient to fill an auto
ex order in its entirety, other than an incoming commitment to trade received through ITS, the unfilled balance
of such order (the “residual”) shall trade with available contra-side interest.

(d)(v)(P) Any auto ex limit order or residual of an auto ex limit order that cannot be immediately executed as
described in these rules, shall be displayed as a limit order on the Display Book.®

(A)(P) Any market order or residual of a market order that cannot be immediately executed as described in
these rules, shall be executed manually by the specialist.

Supplementary Material:

.10(P) During a pilot program to begin on May 12, 2006 and end no later than October 31, 2006, NYSE
Direct+ shall operate as provided in Rules 13 (P): definitions of auto ex order and market order, 1000(a)(P),
1000(d)(P), and 1005.10(P) in securities the Exchange shall designate from time to time. The Exchange shall
announce in advance to its membership the securities to be included in the pilot.

Rule 1005

Orders May Not Be Broken Into Smaller Amounts

Except for orders in Investment Company Units (as defined in paragraph 703.16 of the Listed Company
Manual), Trust Issued Receipts (as defined in Rule 1200), or streetTRACKS® Gold Shares (as defined in
Rule 1300), or any product subject to the same rules as Investment Company Units, an auto ex order for any
account in which the same person is directly or indirectly interested may only be entered at intervals of no
less than 30 seconds between entry of each such order in a stock, unless the orders are entered by means of
separate order entry terminals, and the member or member organization responsible for entry of the orders to
the Floor has procedures in place to monitor compliance with the separate terminal requirement.

.10(P) This rule does not apply to securities included in the pilot program, as described in Rule 1000.10(P).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  These rules should not be confused with the previous pilot, which put into operation Phase 1 of the
Exchange's Hybrid Market initiative. That pilot was in effect from December 15, 2005 through March 22,
2006, terminating with the SEC's approval of the Hybrid Market
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May 4, 2006

   ATTENTION: CHIEF EXECUTIVE OFFICER, OPERATIONS OFFICER, INTERNAL AUDIT, LEGAL AND
COMPLIANCE DEPARTMENTS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: NYSE RULE 351(d) - REPORTS OF CUSTOMER COMPLAINT STATISTICS

NYSE Rule 351(d) requires all member organizations that conduct a public business to report to the New
York Stock Exchange (“NYSE” or “Exchange”), on a quarterly basis, statistical information regarding customer
complaints. This information is required to be filed via the NYSE Electronic Filing Platform (“EFP”) by the 15 th

calendar day of the month following the end of the quarter. 1 

In an effort to develop uniformity between NYSE Rule 351(d) and NASD Rule 3070(c) filing requirements,
new data fields are being added to the current 351(d) file layout (See Attachment A).

The new fields will become effective with the fourth quarter 2006 filing, which is due January 15,
2007. To be compliant, member organizations' internal systems must be ready to begin capturing the
additional data fields by October 1, 2006.

The following is a brief description of the new data fields:

Contact Name

Member organizations must provide the name of the individual at the organization to contact regarding each
complaint. The contact name should be provided next to every complaint record and may include alpha and/
or numeric characters. Additionally, member organizations may use a default, providing for the same name to
be entered in all records.

Contact Telephone Number

Member organizations must provide the telephone number of the relevant contact person for each complaint
record. Member organizations may use a default, providing for the same name to be entered in all records.

Complaint Date

The Complaint Date is the date the complaint is first received by the member organization. 2   The field
should reflect the date that the complaint is received at the member organization, not when a particular
department of the member organization receives it. If the complaint is received by the member organization
after business hours and is time stamped the next day, then that date can be used as the receipt date.
Member organizations may utilize a date stamp/time stamp machine to reflect the date/time of receipt, or they
can manually write it in if no other means is available. If no evidence of the date of receipt is reflected on the
document, then the date of the letter will be viewed as the date of receipt. Date stamping is also applicable
to verbal complaints. Member organizations must notate the date on which it received a verbal complaint.
Member organizations may evidence date of receipt through the use of a verbal complaint log or by attaching
a memo to the complaint file reflecting the customer's name, the date the complaint was received and the
allegation in the complaint.

Customer Name
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The Customer Name is the name of the customer making the complaint. There are two lines for the
customer's name. Line 1 is for the customer's last name and line 2 is for the customer's first name. If there
is no proper name, such as “for the benefit of” or for institutional accounts, then the account title must be
entered in the last name line (Line 1) the way the account is reflected on the customer's account statement.
The account title should not be abbreviated.

Additional examples of account names are as follows:

— Third Party Complaints — The term “Third Party” or the customer's name should be entered into
the last name line.
— Attorney writing on behalf of a client — The customer's name should be used.
— Investment Advisory Accounts — Member organizations should include the entire title (e.g., ABC
Advisory for the benefit of Jane Doe) in the last name line.
— Anonymous Complaints — The word “Anonymous” should be entered in the last name line.

Customer Account Number

This Customer Account Number is the account number of the customer making the complaint. This will be an
optional field.

Allegation Activity Period

The Allegation Activity Period refers to the dates the alleged activity of the wrongdoing began and ended.
Member organizations should allow two fields for entries as follows:

Allegation Activity Period: From _____(yyyymmdd) to _____(yyyymmdd)

The Allegation Activity Period will be required for all complaints (including both operational and sales practice)
if stated within the body of the letter or obtained from the enclosed information such as an account statement
or trade confirmation. The system will allow zeros in the month or day fields for those instances where all
such fields are not known (e.g., when the specific day of the month is not known, but the month and year is
known).

The Activity “From” date must be less than or equal to the filing submission date. The Activity “To” date must
be less than or equal to the filing submission date and equal to or greater than the Activity “From” date. If the
alleged activity were for a specific date, then the Activity “From” and “To” dates would be the same.

Security Description

The Security Description refers to the description of the security related to the predominant product code
. If the security has a symbol, then it should be used. If a complaint is not related to a security, then “Not
Applicable” should be used. If the security name is included in the complaint but the symbol is not included,
then the symbol should be obtained by the member organization. A maximum of three securities relating to
the predominant product code can be included. For situations where there are no security symbols, such as
variable annuities, free form text should be utilized to identify the security.

Dispute Amount

The Dispute Amount refers to the alleged amount of compensatory damages in the complaint. This is
required only for sales practice-related complaints. If a specific amount is included in the complaint, then that
amount should be used. If a specific amount is not included, then member organizations are required to make
a good faith estimate as to whether the claim is either equal to or greater than $5,000, or less than $5,000.
Therefore, the alleged compensatory damages should be classified as follows:

— Specified amount (if included in the complaint)

— $5,000 or more/“Can't Determine” 3 
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— Under $5,000/“None Alleged”

CRD Number/Social Security Number

The Social Security Number (SSN) field will no longer be populated with the registered person's SSN; instead
the registered person's CRD number will be used. CRD numbers 00000000 and 33333333 should be used in
the following scenarios:

— For “firm related” complaints, use CRD # 000000000
— If the sales person has left the member organization, the time period under the books and
records rule has lapsed and the member organization no longer maintains the records, then the
member organization should use CRD # 333333333.

Finally, complaints filed prior to the fourth quarter of 2006 are not required to be amended with the new data
fields.

NYSE will pilot the new 351(d) File Format and the associated EFP changes beginning in mid-July 2006. The
NYSE expects the pilot program to run for at least 60 days and would appreciate any and all participation
from the member organizations. If your organization would like to participate in the pilot or if you have any
technical questions, please contact Michelle Leete at (212) 656-2612. Also, questions regarding EFP access
can be directed to the PC Service Center at (212) 383-2062.

If there are any questions regarding this Information Memo, please contact Dorrit Nelson at (212) 656-5014.

___________________________

Michael G. Rufino

Senior Vice President

Member Firm Regulation

Attachments

Attachment A

New 351(d) File Layout for 4th Quarter 2006

The 351(d) file format will be changing from a flat file format to an XML file format. The new format is
structured in a way that will allow for more efficient processing and validation of the complaint data filed via
the NYSE Electronic Filing Platform (EFP).

The EFP will be modified to incorporate all the new fields as well as to indicate which fields are mandatory.
The EFP will continue to validate the NYSE Branch Codes upon submission but will also validate the
registered representative's CRD number.

 

Field Name
Max

Length Format Description
 

FilingQuarter 6 numeric
e.g., 200603, 200606,
200609, 200612

 

FirmCRDNumber 8 numeric Firm CRD Number
 

ComplaintNumber 30 alphanumeric
Complaint Number
(Reference Number)

 

ComplaintDate 10 date
Complaint Date
(YYYYMMDD)

 

NYSEBranchCode 15 alphanumeric NYSE Branch Code
 

RegisteredRepCRDNum 10 numeric RR CRD Number
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Contact\Default empty element

Firm Default Contact
Information, details do not
need to be entered. Can
specify default with this field
or supply contact information
(see next fields)

 

Contact\Info\LastName 30 alphanumeric Contact Last Name
 

Contact\Info\FirstName 30 alphanumeric Contact First Name
 

Contact\Info\PhoneNumber 20 alphanumeric Contact Phone Number
 

Product 2 numeric Product Code
 

Problem 2 numeric Problem Code
 

Customer\AccountNumber* 50 alphanumeric
Customer Account Number
(Optional)

 

Customer\LastName 255 alphanumeric
Customer Last Name or
Other Name

 

Customer\FirstName* 30 alphanumeric

Customer First Name
(Optional only if there is not
one e.g., an institutional
account)

 

Transaction\ActivityFromDate 8 numeric

Allegation Activity Period
From Date - custom date
format (YYYYMMDD) that
allows for unknown months
and days specified with
zeros. (e.g. 20050300)

 

Transaction\ActivityToDate: 8 numeric

Allegation Activity Period To
- custom date format that
allows for unknown months
and days specified with
zeros. (e.g. 20050300)

 

Transaction\DisputedAmount\
Specified 18 numeric

By selection of radio button:

• Input a specified amount

(or See next field for
unspecified amount options)

 

Transaction\DisputedAmount\ Other 2 alphanumeric

Indicator for reason for
unspecified amount

• Under $5000/None Alleged

• Over $5000/Can't
Determine

 

Transaction\Security\Symbol 25 alphanumeric
Security Symbol (or
description, see next field)

 

Transaction\Security\Description 255 alphanumeric Security Description
 

OpenOrClosed 1 alphanumeric

By selection of radio button:

• Open

• Closed
 

• *optional
• New fields are in bold print

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Footnotes

1  For example, member organizations should file by April 15th for the first quarter.
2  The complaint date should include the year, month and day of receipt of the complaint (i.e., yyyymmdd).
3  "Can't Determine" would apply to instances where the records were not available for the member

organization to make a determination on the amount of the alleged violative activity (e.g., activity going
back a number of years beyond record retention requirements).
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May 3, 2006

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: CHARITABLE CONTRIBUTION SOLICITATIONS FROM FIDUCIARIES

The solicitation of substantial charitable contributions by customer representatives acting in a fiduciary
capacity may raise regulatory conflict of interest issues which deserve careful consideration by member
organizations. NYSE Regulation and NASD have prepared a Joint Memorandum (see attached Exhibit A) that
provides clarification and interpretive guidance on this subject.

It is important to note that the Joint Memorandum does not address customary charitable giving initiated by
member organizations or their foundations, nor solicitations received directly from charitable organizations.

Questions concerning the Joint Memorandum may be addressed to Gregory Taylor at (212) 656-2920.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

JOINT MEMORANDUM

OF

NYSE REGULATION AND NASD

The solicitation of substantial charitable contributions by employees or agents of a customer acting in a

fiduciary capacity raises potential conflicts of interest that deserve careful consideration by members. 1   This
Joint Memorandum is intended to suggest some of the policies and procedures that firms should consider

adopting to address these conflicts. 2   This guidance does not address charitable giving by persons in their

individual capacities. 3 

Many of the same concerns that led to the adoption of NYSE Rule 350 (Gifts and Gratuities) and NASD

Rule 3060 (Influencing or Rewarding Employees of Others) and NYSE proposed Rule 350A 4   (Business

Entertainment) and the proposal of NASD IM-3060 5   (Entertainment of the Employees of Persons who are
Customers of a Member) are present when employees of a customer acting in a fiduciary capacity (e.g.,
employees of an investment company, pension fund or investment manager) solicit substantial charitable

contributions 6   from members with whom they conduct or intend to conduct business. Making substantial
charitable contributions in response to these types of solicitations raises potential conflicts of interest that
require members to act carefully, and in a manner consistent with the best interests of the customer.

To address these conflicts, we encourage members to establish written procedures concerning their
charitable giving. The written procedures should take into account a firm’s size and structure and its manner
of charitable giving. For example, certain procedures that may be appropriate for firms with a practice of
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decentralized charitable giving may not be necessary for firms in which all charitable giving is centralized
(e.g., approved by the CEO).

In many cases, a member’s procedures could require appropriate approval for charitable contributions that
exceed specific dollar thresholds or certain intervals of frequency or that are made by a member’s associated
person on behalf of the firm. These thresholds could distinguish customary and minor charitable contributions
from substantial contributions that could, by their size or frequency, create potential conflicts of interest.
Any dollar thresholds established by a member should take into account the nature of the firm’s business
and its customary practice of charitable giving. Under no circumstances should the threshold for charitable
contributions be based upon the level of actual or anticipated business done by the customer soliciting the

charitable contribution since that customer is acting in a fiduciary capacity. 7 

Members may find that establishing a dollar threshold for charitable contributions resolves many of the
potential conflicts raised by charitable solicitations from employees of a customer. However, for requests
that exceed the specified thresholds, firms may wish to implement additional procedures, including obtaining
specific approval from an appropriate representative of the customer (i.e., a person who is not involved in
soliciting the charitable contribution or in conducting business with the member firm), and reviewing the
business received from the customer employing the person soliciting the charitable contribution. After being
alerted to the request, the customer will be in a position to take necessary steps to ensure that any charitable
contribution made by the member in response to the request does not cause the person who made the
solicitation to act in a manner contrary to the interests of his or her employer. Such procedures should also
recognize the greater potential for a conflict of interest arising from solicitations for contributions on behalf
of charities that are closely aligned with the person making the request (e.g., an organization in which the
employee serves as an officer, or a charity sponsored by the employee) rather than those aligned with the
ultimate client for whom the employee works.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Members, in this context, being NASD members and NYSE member organizations.
2  This guidance does not address customary charitable giving initiated by members or their foundations

(provided such giving does not raise the conflicts addressed herein or is intended to circumvent a
firm’s procedures in addressing these conflicts), nor does it address direct solicitations from charitable
organizations.

3  However, NASD and NYSE remind firms that they must not seek to circumvent this guidance by making
charitable contributions through their employees (or other personnel) in their personal capacity, nor
should an employee’s (or other personnel’s) personal charitable contributions be indirect contributions by
the firm.

4  See SR-NYSE-2006-06.
5  See SR-NASD-2006-044.
6  For these purposes, a “charitable contribution” refers to a donation to an organization exempt from

federal income tax under Section 501(c)(3) of the Internal Revenue Code.
7  No such issue is raised, of course, where a retail customer investing his or her own funds solicits a

charitable contribution.
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May 3, 2006

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT:REPORTING RELATIONSHIPS OF PRINCIPAL EXECUTIVE OFFICERS

Exchange regulation looks to the topmost level of member organization management, the Chief Executive
Officer (CEO) working with the Chief Financial Officer (CFO), the Chief Operating Officer (COO), and the
Chief Compliance Officer (CCO), for the collective, proper and orderly conduct of its business affairs. It is
generally anticipated that the cohesive interplay of the senior management ranks of the member organization
will foster its best interests.

Certain organizations have recently extended their reporting lines for certain officers, including CCOs, outside
the member organization to parent corporations or holding company affiliates. Although we understand
that such reporting changes may have benefits, where reporting lines extend beyond the organization, the
organization’s CEO must enact measures to avoid potential conflicts of interest that may subordinate the
member organization’s compliance, financial or operations efforts to other priorities.

Background

Rule 342(a) (Offices – Approval, Supervision and Control) requires that each department of a member
organization must be under the supervision and control of the member organization establishing it and of the
personnel delegated authority and responsibility. In addition, Rule 342(b) states that the general partners or
directors of each member organization shall provide for appropriate supervisory control and shall designate
a general partner or principal executive officer to assume overall authority and responsibility for internal

supervision and control of the organization and compliance with securities laws and regulations. 1 

Several member organizations have structured their compliance departments to give their CCO a direct
reporting relationship (“solid line reporting”) to the CCO, General Counsel (“GC”), or other executive at
the parent corporation or holding company, with a less formal reporting line (“dotted line reporting”) to the
CEO, GC, or other designated person at the member organization. In the view of the Exchange, the CEO
of the member organization is ultimately responsible for all functions of the member organization, including
compliance with applicable laws and regulations. In light of the CEO certification requirements of Rule 342.30,
the CEO or a person within the organization designated by the CEO must have the direct ability to influence
the critical aspects of the compliance function, including its budget and staffing. Direct oversight by the CEO
must prevail notwithstanding the adjunct reporting line elsewhere.

We recognize that there may be benefits in a solid line reporting arrangement for a CCO or other executive
officer to a person outside of the member organization, but such arrangements should not impair the ultimate
responsibility of the member organization’s CEO for compliance with applicable SRO and SEC rules and
regulations. To assure that persons outside of the member organization to whom the CCO also reports are
aware of and involved in the vital compliance activities of the member organization, the member organization
CEO or GC should interact with the person to whom the CCO reports on a regular basis to discuss, among
other things, staffing, budgeting, hiring and disciplinary matters as they relate to the member organization,
and should participate in the performance appraisal of the CCO, including salary and bonus decisions.

The suggestions above should provide for the maximizing of elements of departmental independence and
efficient quality controls while continuing to assure that the CEO of the member organization maintains overall
responsibility for this critical department.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

93

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P06-26%2909013e2c855b3ad6?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE342%28a%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE342%28b%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


Questions regarding this Information Memo may be directed to Gregory Taylor at (212) 656-2920.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Recently approved amendments to Rule 342.30 require that member organizations formally designate
their CCO on their Form BD and that the CCO be a principal executive officer.
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April 27, 2006

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: HYBRID MARKET IMPLEMENTATION - PHASE II - SPECIALIST ALGORITHMS, SPECIALIST
RESERVE INTEREST

* * IMPORTANT - TIME SENSITIVE INFORMATION * *

The Securities and Exchange Commission has approved the Exchange's Hybrid Market SM initiative and the
Exchange began rolling-out Phase I Floor-wide on March 24, 2006. (See Information Memo 06-14 (March 23,
2006)). That rollout was substantially completed on April 5, 2006.

The roll-out of software for Phase II of the NYSE Hybrid Market SM began on April 6, 2006. This new
Display Book® software, version 11.20, provides the ability to receive algorithmically-generated messages
from specialists. However, the ability of specialists to send algorithmically-generated quoting and trading
messages as provided in Phase II will not be implemented until a later date. A separate information memo will
announce the commencement of that function and the rules that apply with respect to it. The purpose of this
memo is to preview what changes will be implemented when Phase II becomes fully operational.

Until that time, trading will continue to operate as it does today, including Phase I of the Hybrid
Market, as described in Information Memo 06-14. NYSE Direct+® will continue to operate under
existing rules and be subject to the same availability, restrictions and conditions, with the possible
exception of a pilot that will begin with Lucent, which will be announced separately.

When Phase II becomes fully operational, the following aspects of the Hybrid Market will be implemented:

• Specialists' algorithmic trading and quoting abilities will become operational.
• Specialist reserve files and yielding requirements for additional specialist interest will become

operational.

Questions regarding this Information Memo should be directed as follows:

General Questions — Rules:

Nancy Reich, Vice President, Office of the General Counsel (212-656-2475)

Daniel Labovitz, Director, Market Surveillance (212-656-2081)

Jeff Rosenstrock, Principal Rule Counsel, Office of the General Counsel (212-656-5499)

Douglas Witter, Senior Special Counsel, Market Surveillance (212-656-4875)

General Questions - Operations and Technology:

Anne E. Allen, Executive Vice President, Floor Operations (212-656-4582)

Lou Pastina, Senior Vice President, Market Development (212-656-6821)

Cautionary Note Regarding Forward-Looking Statements

Certain statements in the documents or disclosures in this Information Memorandum may contain forward-
looking statements within the meaning of the Private Securities Litigation Reform Act of 1995. These
statements are based on NYSE Group's current expectations and involve risks and uncertainties that could
cause NYSE Group's actual results to differ materially from those set forth in the statements. There can
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be no assurance that such expectations will prove to be correct. Actual results may differ materially from
those expressed or implied in the forward-looking statements. Factors that could cause NYSE Group's
results to differ materially from current expectations include, but are not limited to: NYSE Group's ability to
implement its strategic initiatives, economic, political and market conditions and fluctuations, government
and industry regulation, interest rate risk and U.S. and global competition, and other factors detailed in NYSE
Group's Registration Statement on Form S-1 and periodic reports filed with the U.S. Securities and Exchange
Commission. In addition, these statements are based on a number of assumptions that are subject to change.
Accordingly, actual results may be materially higher or lower than those projected. The inclusion of such
projections herein should not be regarded as a representation by NYSE Group that the projections will prove
to be correct. We undertake no obligation to release any revisions to any forward-looking statements.

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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April 25, 2006

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, CREDIT AND MARGIN
DEPARTMENTS, COMPLIANCE AND LEGAL DEPARTMENTS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: THE SECURITIES AND EXCHANGE COMMISSION (“SEC”) EXTENDS THE TERMINATION
DATE OF THE SHORT SALE PILOT

On April 20, 2006 the SEC issued a Third Pilot Order 1   to extend the termination date of the previously
announced one-year pilot suspending the provisions of Securities Exchange Act Rule 10a-1(a) (“Short Sales”)
and any short sale price test of any exchange or national securities association for short sales of designated
securities. The Pilot, which was announced in conjunction with Regulation SHO, will now end on August 6,
2007.

In conjunction with the SEC's Second Pilot Order 2   of November 29, 2004, and as noted in Information
Memo 04-64, the Exchange has instituted procedures to “mask” the short sale character of Pilot securities, so
they are executed without regard to the applicable tick test and, will continue to mask such orders through the
end of the pilot. Accordingly, all short sales in Pilot securities entered through SuperDot and/or the Broker to
Booth Support System (“BBSS”) will be “masked”, i.e., no “tick test” will be applied upon execution. Masking
will continue to be performed during the Exchange's regular trading session and Crossing Session 1 only.
The original order details and associated report details will continue to be marked as short sale orders, but
will be masked and treated as “short sale exempt” orders (this applies to round-lots, odd-lots and when-
issued transactions).

Questions regarding this Information Memo should be directed to Anand Ramtahal at (212) 656-5741 or your
Finance Coordinator.

___________________________

Anand K. Ramtahal

Vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Exchange Act Release No. 53684 (April 20, 2006) ("Third Pilot Order"), available at http://
www.sec.gov/rules/other/2006/34-53684.pdf.

2  See Exchange Act Release No. 50747 (November 29, 2004) ("Second Pilot Order"), available at http://
www.sec.gov/rules/final/34-50747.htm.
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April 10, 2006

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, CREDIT AND MARGIN
DEPARTMENTS, COMPLIANCE AND LEGAL DEPARTMENTS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: THE SECURITIES AND EXCHANGE COMMISSION ("SEC") ISSUES GUIDANCE ON
REGULATION SHO

Please note that the SEC published Q&A 5.8 on its website on March 17, 2006 1  . This Q&A clarifies
the methodology to be used by participants of a registered clearing agency in determining its close-out
requirements for fail to deliver positions in Threshold Securities pursuant to Rule 203(b)(3) of Regulation
SHO.

The Q&A stipulates that if, prior to the 13th consecutive settlement day, a participant reduces its open fail
to deliver position and such reduction is reflected in the participants’ end-of-day net fail to deliver position at
NSCC, the participant may first apply the reduction to the most recent increase in its fail to deliver position
reflected at NSCC and then to any increase in its fails position that existed at NSCC on the day preceding
that day and so forth until the entire amount of the reduction has been applied. If a participant wishes to apply
any reduction reflected in its end-of-day net fail to deliver position at NSCC, the participant must do so in
accordance with the methodology described in Q&A 5.8. Examples of the application of this methodology are
included in the Q&A.

We expect that all member organizations will fully implement the methodology set forth in Q&A 5.8 by May 1,
2006.

Questions regarding this Information Memo may be directed to Anand Ramtahal at (212) 656-5741 or your
Finance Coordinator.

___________________________

Anand K. Ramtahall

Vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See SEC, Division of Market Regulation, Responses to Frequently Asked Questions Concerning
Regulation SHO, Q&A 5.8 (March 17, 2006).
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April 10, 2006

   ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, CHIEF FINANCIAL OFFICER,
LEGAL AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: EXECUTIVE RESPONSIBILITIES

As a matter of course, the Exchange, in carrying out its regulatory functions, which are predicated on
protecting the interests of the investing public, relies upon the timeliness, accuracy and completeness

of financial reports filed with or submitted to the Exchange. 1   To emphasize the stringent nature of this
requirement, the front page of the FOCUS report specifically requires a distinct affirmation by the member
organization, through its signatories, that the content of the FOCUS is “true, correct and complete.”
Consequently, in order to achieve the level of diligence necessary for this assertion, the chief financial officer
(and other persons signing the Form) must be in a position to vouch for its content, based upon his or her
knowledge of the information contained therein and the information supporting the filing.

Persons signing the FOCUS report must be knowledgeable and have an independent basis for believing
that the report is accurate and complete. The fact that certain clerical or computational activity has been
outsourced will not serve to avert responsibility for the integrity of the final product. A close review of the
report, questioning of those who may have prepared elements of it and inquiry into specific items on a
random basis may be insufficient if the report is later determined to be inaccurate or incomplete; ultimate
responsibility cannot be delegated.

Member organizations should have systems in place to ensure that processes for reconciliation, posting and
preparation of books and records are performed accurately and on a timely basis. The levels of care and
application called for in the preparation of the FOCUS report are also applicable to forms and filings that are
submitted by the member organization to all regulatory authorities, and conscientious diligence must be a
uniform standard.

Member organizations and their principal executives are urged to review their practices and procedures to
ensure that the content of each FOCUS report and other financial submissions to the Exchange satisfy the
level of accuracy required.

Questions regarding this Information Memo may be addressed to your Finance Coordinator.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Rule 476(a)(10).
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April 6, 2006

   ATTENTION: CHIEF EXECUTIVE OFFICER, FINANCIAL & OPERATIONS OFFICER, MANAGING
PARTNERS, CREDIT AND MARGIN DEPARTMENTS, COMPLIANCE AND LEGAL DEPARTMENTS

TO: ALL MEMBER ORGANIZATIONS THAT ENGAGE IN AGENCY SECURITIES LENDING

SUBJECT: REVISED: AGENCY LENDING DISCLOSURE INITIATIVE - REVISED TIMELINE

NOTE: This Information Memo revises and supersedes the previously issued Information Memo
06-16, dated March 30, 2006. This revised Information Memo contains correction to two errors with the
start dates of the revised timeline included in Information Memo 06-16, as follows:

• The start date for production volume and stress testing of the daily loan data files should be
June 1, 2006, instead of July 1, 2006.

• The start date for parallel testing of the daily loan data files should be July 1, 2006, instead of
September 1, 2006.

As an update to Information Memo 05-39 (Agency Lending Disclosure Initiative “ALDI”), the ALDI Industry
Taskforce has revised the milestones on the specific timeline for the Agency Lending Disclosure Initiative, as
follows:

Credit Pre-Qualification and Re-Qualification of Principals

March 31, 2006

Borrowers should be performing credit pre-qualification of new principals and should have performed credit
re-qualification of existing principals. However, through our discussions with the ALDI, we've become aware
that the process of re-qualifying existing principals will not be completed by March 31, 2006. At this time,
there is no requirement for broker-dealers to cease borrowing from existing principal lenders that are not re-
qualified as of March 31, 2006. While there is no intention, presently, to conduct regulatory reviews of broker-
dealers with respect to this milestone, borrowers and lenders are strongly encouraged to move forward as
aggressively as possible to complete the re-qualification process. A bi-weekly survey will be conducted so as
to monitor and evaluate the industry's progress in completing this process.

Unit and Controlled Scenario Testing

April 1, 2006

Unit and controlled scenario testing of the daily loan data files begins and industry participants should begin
preparations for production volume, stress testing and parallel testing.

June 30, 2006

Unit and controlled scenario testing of the daily loan data files is to be completed.

Production Volume and Stress Testing

June 1, 2006

Production volume and stress testing of the daily loan data files begins.

August 31, 2006

Production volume and stress testing is to be completed.
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Parallel Testing

July 1, 2006

Parallel testing of the daily loan data files begins.

September 30, 2006

Parallel testing is to be completed.

Deadline for Completion of ALDI

October 1, 2006

Member organizations must be ready to receive the daily loan data files from agency lenders.

As a reminder, the purpose of the ALDI is to establish uniform processes to assist member organizations that
engage in the business of securities lending on an agency basis in their compliance with existing SEC rule
requirements related to books and records, net capital, and internal controls. Information on the efforts and
all material produced by the ALDI Industry Taskforce regarding this initiative, as well as details of the revised
timeline and the specific milestones, can be found on their website at http://www.agencylending.capco.com.
See also Information Memo 05-39.

For information regarding infrastructure and technology, please contact your vendor or DTCC. For any
other information, or answers to questions regarding the Agency Lending Disclosure Initiative, please visit
the website noted above or contact the Capco Project Management Office. All contacts are available at:
www.agencylending.capco.com/contacts.htm

Questions regarding this Information Memo may be directed to Yui Chan at (212) 656-8115.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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April 3, 2006

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW RULE 80A COLLARS AND RULE 80B CIRCUIT BREAKER LEVELS FOR SECOND
QUARTER 2006

EFFECTIVE April 1, 2006 through June 30, 2006

• Rule 80A restrictions on index arbitrage trading in component stocks of the S&P 500 Stock Price Index will
be imposed when the NYSE Composite Index (also known as NYA) is above or below its closing value on
the previous trading day by:

160 points or more

• Rule 80A restrictions will be removed when the NYSE Composite Index is above or below its closing value
on the previous trading day by:

80 points or less

• Index arbitrage order entry restrictions will be re-imposed each time the NYSE Composite Index advances
or declines

160 points from the prior day's close.

• Rule 80B trading halts will be triggered when the Dow Jones Industrial Average (“DJIA”) declines below its
closing value on the previous trading day by:

1,100 points (Level 1)

2,250 points (Level 2)

3,350 points (Level 3)

Rule 80A

Whenever Rule 80A collars are in effect due to a decline in the NYSE Composite Index, all index arbitrage
orders to sell any component stock of the S & P 500 Stock Price Index must be marked “sell plus”; and
whenever the collars are in effect due to an advance in the NYSE Composite Index, all index arbitrage
orders to buy must be marked “buy minus.”

Rule 80B

Whenever a Rule 80B circuit breaker is in effect, trading in all stocks on the Exchange will halt for the time
periods specified below.

Level 1 Halt

a) before 2:00 p.m. - one hour;

b) at 2:00 p.m. or later but before 2:30 p.m. - 30 minutes;

c) at 2:30 p.m. or later - trading shall continue, unless there is a Level 2 Halt.

Level 2 Halt
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a) before 1:00 p.m. - two hours;

b) at 1:00 p.m. or later but before 2:00 p.m. - one hour;

c) at 2:00 p.m. or later - trading shall halt and not resume for the remainder of the day.

Level 3 Halt

at any time - trading shall halt and not resume for the remainder of the day.

A complete discussion of the calculation of trigger values for Rule 80B was published in Information Memo
No. 98-15, dated April 13, 1998.

Questions concerning these matters may be addressed to Donald Siemer at (212) 656-6940 or David Matta
at (212) 656-4717.

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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March 31, 2006

   ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, CHIEF FINANCIAL OFFICER/
PARTNER, AND COMPLIANCE AND REGULATORY REPORTING DEPARTMENTS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: FEE RATE ADVISORY

Section 31(j)(1) 1   of the Securities Exchange Act of 1934 2   specifies that the Securities and Exchange
Commission (“SEC” or “Commission”) shall adjust the filing and securities transaction fee rates on an annual
basis, after consultation with the Congressional Budget Office (“CBO”) and the Office of Management and
Budget (“OMB”). Similarly, Section 31(j)(2) provides for Mid-Year adjustments.

Annual Fee Rate Adjustment

Pursuant to SEC Press Release No. 2006-31 (Fee Rate Advisory #6 for Fiscal Year 2006, dated March

1, 2006), 3   the Commission has determined that a mid-year adjustment to the Section 31 fee rate for
fiscal year 2006 is not required. As a result, the Section 31 fee rate for fiscal 2006 applicable to securities
transactions on the exchanges and over-the-counter markets will remain at the current rate of $30.70 per
million. Additionally, the Section 31 assessment charge on round turn transactions in security futures will
remain at $0.009 per transaction.

Pursuant to NYSE Rule 440H (“Activity Assessment Fees”), the Exchange offsets its Section 31 fee

obligations by collecting “Activity Assessment Fees” 4   from its member organizations based on securities
transaction data reported by the Depository Trust & Clearing Corporation at a rate equal to that prescribed
under Section 31.

Fiscal Year 2007 Rates

The Commission will announce the fiscal year 2007 Section 31 fee rate no later than April 30, 2006. The new
rate will become effective on Oct. 1, 2006, or 30 days after the date on which a regular appropriation to the
Commission for fiscal year 2007 is enacted, whichever date comes later.

Please contact your Finance Coordinator with any questions you may have regarding this memo.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  15 U.S.C. 78ee.
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2  15 U.S.C. 78a.
3  See Securities and Exchange Commission Press Release 2006-31 ("Fee Rate Advisory # 6 for Fiscal

Year 2006") at http://www.sec.gov/news/press/2006-31.htm.
4  For additional information on Rule 440H and Transaction Fees, see NYSE Information Memo Nos. 04-42

(dated August 5, 2004), 05-36 (dated May 13, 2005), 05-48 (dated July 19, 2005), and 05-92 (dated
December 6, 2005).
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March 31, 2006

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: CERTIFICATION OF SPECIALIST AND SPECIALIST CLERK RECORDS OF TIME ON
TRADING FLOOR (RULE 103.12)

The purpose of this memorandum is to alert specialists, specialist organizations and their employees
regarding (i) certain enhancements to IDTrack SM (the “IDTrack Supplemental Component”) and (ii) new
requirements to digitally certify their daily time records. The enhancements and new requirements, described
below, will take effect on March 31, 2006. In addition to reviewing this memorandum, specialists, specialist
organizations and their employees should review Information Memo 05-76 (“Recording Of Specialist And
Specialist Clerk Time On Trading Floor (Rule 103.12)”) for additional details about the operation of IDTrack.

I. Background

On October 9, 2005, the New York Stock Exchange (“NYSE”) implemented IDTrack to track the identity of
specialists and specialist clerks, the times during which each specialist acts in his or her capacity as specialist
on the trading Floor, and the times during which each specialist clerk acts in the capacity of specialist clerk on
the trading Floor. The NYSE also adopted NYSE Rule 103.12, which obligates specialists, specialist clerks
and specialist organizations to comply with time-tracking requirements, including, but not limited to, use of
IDTrack.

Specifically, pursuant to Rule 103.12, specialists and specialist clerks are required to log into IDTrack, which
registers their identities, the times during which they are working in their respective capacities on the Floor,
and the specialty stocks in which they are working. Specialists and specialist clerks are required to log
into IDTrack prior to the opening of trading in each security in which they are working, to update IDTrack
throughout the trading day, and to log out of IDTrack at the end of the day.

I. Digital Signature

In connection with the implementation of the IDTrack Supplemental Component, the Exchange has amended
Rule 103.12 to add a new section (C). The text of the amended rule is attached as Exhibit A. Pursuant to
the amended rule, in addition to logging into IDTrack, specialists and specialist clerks will be required to
electronically sign individual end-of-day reports in IDTrack to certify the records as accurate.

In connection with this requirement, the NYSE has developed an enhanced electronic end-of-day report
in IDTrack. The end-of-day report will continue to summarize the specialist or specialist clerk activity for
the day, including the login and logout and trading activities of specialists and trading support activities of
specialist clerks throughout the day, but will provide the additional ability for a specialist or specialist clerk
to add comments to the report and to electronically sign the report. The electronic signature will be entered
using an optical pen attached to the touch screen terminal.

In the event a specialist or specialist clerk disagrees with the information in the end-of-day report, he or she
may enter a comment in an on-screen “comment” section, which will then become part of the end-of-day
report. Comments should briefly state the nature of the dispute (e.g., a disputed incorrect login/logout time or
stock name.). The comments will become part of the end of day report. Even if a specialist or specialist clerk
enters a comment disputing one or more entries, he or she must still electronically sign the report.

In determining whether a specialist or specialist clerk has complied with his or her obligation, NYSE
Regulation will take account of the fact that because specialists and/or specialist clerks may be active in more
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than one stock, they may be required to log into and out of multiple screens to accurately reflect the times
when they arrived at or left the post.

III. Designation of Administrative User

The Chief Compliance Officer of each specialist firm should designate one or more “administrative user” (who
may be the Chief Compliance Officer and/or other personnel at the Firm), who will have administrative access
to the IDTrack application.

Administrative users will be able to view a screen showing all outstanding end-of-day reports of their firm's
specialists and specialist clerks, and may file overdue end-of-day reports for specialists and specialist
clerks without their signatures. NYSE Regulation expects that this feature should be used only in response
to extenuating circumstances. Please note that when administrative users file end-of-day reports without
signature, they will be prompted by the IDTrack system to enter a comment explaining the reason why a
report could not be signed by the specialist or specialist clerk.

Administrative users will not enter their signatures when they access the IDTrack application.

IV. Obligations to Raise Questions or Objections Timely

Specialists or specialist clerks who have questions or concerns about the end-of-day reports should follow
the instructions appearing on the IDTrack end-of-day report touch screen, which will direct them to contact
NYSE Regulation staff as promptly as practicable. Additional written instructions on the touch screen also
remind specialists and specialist clerks to contact their firms' compliance officers with comments, concerns or
questions regarding their end end-of of-day report.

Specialists and specialist clerks who do not properly record accurate records of their time spent on the Floor
through their firm's own records and in IDTrack, pursuant to Rule 103.12, may be subject to disciplinary
action.

Members or employees of members and member organizations who are, or become aware of, violations of
Rule 103.12 by specialists or specialist clerks should report this to the On-Floor Surveillance Unit, located in
the Extended Blue Room. Alternatively, they may contact Patrick Giraldi, Director of the On-Floor Surveillance
Unit, at (212) 656-6804 or Gordon Brown, Manager of the On-Floor Surveillance Unit, at (212) 656-5321.

V. Contact Information

Questions regarding IDTrack or other aspects of the Order should be directed to Susan F. Axelrod, Chief of
Staff to the Chief Executive Officer of NYSE Regulation, at (212) 656-2347.

Questions regarding this Information Memo should be directed to Daniel Labovitz, Director, Market
Surveillance, at (212) 656-2081, or Jean Walsh, Principal Rule Counsel, Office of the General Counsel, at
(212) 656-4931.

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Attachments

EXHIBIT A

Additions underscored

Deletions [bracketed]
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Registration of Specialists

Rule 103. No member shall act as a specialist on the Floor in any security unless such member is registered
as a specialist in such security with the Exchange and unless the Exchange has approved of his so acting as
a specialist and has not withdrawn such approval.

As a condition of a member's registration as a specialist in one or more securities the Board of Directors may
at any time require such member to register with the Exchange and act as an odd-lot dealer in such securities
under Rule 101.

Supplementary Material:

___________________________________________________________________________

* * * * *

.12 Time Tracking Requirements.-(A) Each specialist and specialist organization shall keep
and provide the Exchange with records in such format as required by the Exchange indicating (a)
the identity of specialists and the personnel of the specialist organization available on the Floor
to work with specialists; (b) the times during which each specialist acts in his or her capacity as
specialist on the Floor; and (c) the times during which personnel available on the Floor act in the
capacity of a clerk to a specialist on the Floor.

(B) Each specialist and the personnel of the specialist organization available on the Floor to work
with the specialist shall input the required personnel identifying information into the Exchange's
IDTrack system at any post and panel in which each specialist acts in his or her capacity as
specialist on the Floor and in which personnel available on the Floor act in the capacity of a clerk
to a specialist on the Floor.

(C) Each specialist and the personnel of the specialist organization available on the Floor to work
with the specialist in the capacity of a clerk shall sign and certify at the end of each trading day a
daily report identifying the times that the specialist and the clerk logged into the IDTrack system,
the specialty stocks in which the specialist and the clerk worked on that particular day, and the
time that the specialist and the clerk logged out of the IDTrack system. The signatures of the
specialist and the clerk will certify the accuracy of the daily reports, and the signatures will be
provided by the specialist and the clerks in the manner required by the Exchange.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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March 31, 2006

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: FLOOR-WIDE ROLL-OUT OF AUDIO AND VIDEO RECORDING ON THE NYSE TRADING
FLOOR IN CONNECTION WITH THE SEC PILOT PROGRAM

In April 2005, the NYSE entered into a settlement with the Securities and Exchange Commission (“SEC”) of
the SEC's investigation of the NYSE's regulation of specialists on the Trading Floor of the NYSE. The SEC

Settlement Order 1   requires the NYSE to implement a pilot program (the “Pilot”) “for an on-floor video and
audio surveillance system to track floor trading at NYSE trading posts.”

The purpose of this memo is to remind members, member organizations and their employees that the Pilot
will begin on Monday, April 3, 2006, and will continue through October 2007. During the Pilot, the Exchange
will be recording trading activity at 20 post/panels around the Floor. NYSE Regulation staff will be reviewing
the recordings for potential violations of Exchange rules and the federal securities laws.

Members, member organizations and their employees are further notified that persons entering the Trading
Floor cannot and should not reasonably expect their oral communications to remain private during the Pilot
and will be deemed to have consented to the recording of their communications. Members and member
organizations are responsible for alerting their employees who are on the Trading Floor, as well as any
vendors and/or guests they bring to the Floor, of the provisions of this Information Memo and the fact that
their oral communications may be recorded . All persons who enter the Trading Floor after March 31, 2005
will be deemed to understand that their communications on the Trading Floor may be recorded and to have
consented to the recording of their oral communications.

Please note also that audio and video recording equipment has been installed at and around each of the
affected post/panels. Anyone tampering with or disabling the recording equipment, or otherwise interfering
with the Pilot, may be subject to formal discipline by the Exchange.

NYSE appreciates your full cooperation with the Pilot. Questions regarding this Information Memo should be
directed to:

Susan F. Axelrod, Chief of Staff, Office of the Chief Regulatory Officer, at (212) 656-2347.

Geraldine Boylan, Associate General Counsel, at (212) 656-5105.

___________________________

Richard Ketchum

Chief Regulatory Officer

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Order Instituting Public Administrative Proceedings Pursuant to Sections 19(h)(1) and 21C of the
Securities Exchange Act of 1934, Making Findings, Ordering Compliance with Undertakings, and
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Imposing a Censure and a Cease-and-Desist Order (Securities Exchange Act of 1934 Release No.
51524/April 12, 2005).
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March 30, 2006

   ATTENTION: CHIEF EXECUTIVE OFFICER, FINANCIAL & OPERATIONS OFFICER, MANAGING
PARTNERS, CREDIT AND MARGIN DEPARTMENTS, COMPLIANCE AND LEGAL DEPARTMENTS

TO: ALL MEMBER ORGANIZATIONS THAT ENGAGE IN AGENCY SECURITIES LENDING

SUBJECT: AGENCY LENDING DISCLOSURE INITIATIVE - REVISED TIMELINE

As an update to Information Memo 05-39 (Agency Lending Disclosure Initiative “ALDI”), the ALDI Industry
Taskforce has revised the milestones on the specific timeline for the Agency Lending Disclosure Initiative, as
follows:

March 31, 2006

Borrowers should be performing credit pre-qualification of new principals and should have performed credit
re-qualification of existing principals. However, through our discussions with the ALDI, we've become aware
that the process of re-qualifying existing principals will not be completed by March 31, 2006. At this time,
there is no requirement for broker-dealers to cease borrowing from existing principal lenders that are not re-
qualified as of March 31, 2006. While there is no intention, presently, to conduct regulatory reviews of broker-
dealers with respect to this milestone, borrowers and lenders are strongly encouraged to move forward as
aggressively as possible to complete the re-qualification process. A bi-weekly survey will be conducted so as
to monitor and evaluate the industry's progress in completing this process.

April 1, 2006

Unit and controlled scenario testing of the daily loan data files begins and industry participants should begin
preparations for production volume, stress testing and parallel testing.

June 30, 2006

Unit and controlled scenario testing of the daily loan data files is to be completed.

July 1, 2006

Production volume and stress testing of the daily loan data files begins.

August 31, 2006

Production volume and stress testing is to be completed.

September 1, 2006

Parallel testing of daily loan data files begins.

September 30, 2006

Parallel testing is to be completed.

October 1, 2006

Deadline for completion of ALDI. Member organizations must be ready to receive daily loan data files from
agency lenders.

As a reminder, the purpose of the ALDI is to establish uniform processes to assist member organizations that
engage in the business of securities lending on an agency basis in their compliance with existing SEC rule
requirements related to books and records, net capital, and internal controls. Information on the efforts and
all material produced by the ALDI Industry Taskforce regarding this initiative, as well as details of the revised
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timeline and the specific milestones, can be found on their website at http://www.agencylending.capco.com.
See also Information Memo 05-39.

For information regarding infrastructure and technology, please contact your vendor or DTCC. For any
other information, or answers to questions regarding the Agency Lending Disclosure Initiative, please visit
the website noted above or contact the Capco Project Management Office. All contacts are available at:
www.agencylending.capco.com/contacts.htm

Questions regarding this Information Memo may be directed to Yui Chan at (212) 656-8115.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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March 30, 2006

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, CHIEF OPERATIONS OFFICER,
COMPLIANCE OFFICER, LEGAL AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AUTOMATED SUBMISSION OF TRADING DATA - RULE 410A

Attached is a notice that is being issued by the self-regulatory organizations (SROs) acting jointly as

members of the Intermarket Surveillance Group (ISG) 1   concerning the automated submission of trading
information via the Electronic Blue Sheet (EBS) System.

The Notice provides additional information on the validation and remediation requirements of certain data
fields in a Firm's EBS submission.

Questions about this circular should be directed to John Kroog, Director, Market Trading Analysis I at
212.656.6532.

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Attachments

REGULATORY MEMORANDUM ISG 2006-01

ATTACHMENT Intermarket Surveillance Group

ATTENTION: Chief Executive Officer, Managing Partner, Chief Operations Officer, Compliance Officer, Legal
and Compliance Departments

TO: All Members and Member Organizations

FROM: Intermarket Surveillance Group

DATE: March 30, 2006

SUBJECT: Electronic Blue Sheet Submissions / Intermarket Surveillance Group (ISG) 1 

On September 7, 2005, self-regulatory organizations (“SROs”), acting jointly as members of the Intermarket
Surveillance Group (“ISG”), issued ISG Regulatory Memorandum 2005-01 (the “ISG Notice”) concerning the
automated submission of trading information via the Electronic Blue Sheet (“EBS”) System. The ISG Notice
reiterated requirements for accurate and timely EBS reporting. The ISG Notice also required that by no later
than March 31, 2006, members and member organizations conduct and complete a validation of all required
EBS data to ensure that EBS transmissions are consistent with current standards and accurately reflect
members' books and records. Attachment A of the ISG Notice, Record Layout for Submission of Trading
Information, specified those layout records that required validation.

On February 6, 2006, the Securities Industry Association (“SIA”), on behalf of its member firms, requested
that the ISG extend the validation due date. The SROs and representatives of the SIA have been engaged
in discussions with respect to the EBS requirements, the time needed to complete the validation process,
and the time needed to remediate the fields not meeting the requirements. Based on these discussions, there
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is no need to extend the validation date beyond the March 31, 2006 deadline, and therefore, no extension
will be granted. As stated in the ISG Notice, members and member organizations are required to retain
documentation confirming that the validation has occurred.

Members and member organizations that have reported inconsistencies as outlined in the ISG Notice will
have until July 31, 2006 to complete remediation. Any member or member organization that believes that it
has a compelling and appropriate reason for further delay must provide its designated SRO with a detailed
written explanation and request by April 17, 2006. These requests will be evaluated on a case-by-case
basis in discussions with that SRO. Extensions will be granted in only the most extreme cases. All members
and member organizations that are correcting inconsistencies shall provide written confirmation to their
designated SRO that remediation has been completed on or before July 31, 2006.

Members and member organizations are reminded that, except as modified by this memorandum, the
guidance of the ISG Notice remains in full force and effect.

Questions regarding this notice may be addressed to any of the following self-regulatory staff:
 

SRO Individual Telephone No. E-Mail
 

AMEX Robert Ulmer 212-306-1283 robert.ulmer@nasd.com
 

BSE Bruce Goodhue 617-235-2022 bruce.goodhue@bostonstock.com
 

CBOE Pat Sizemore 312-786-7752 sizemore@cboe.com
 

CHX Marguerite Donovan 312-663-2548 mdonovan@chx.com
 

NSX Nicole Guiffra 312-786-8809 guiffran@nsx.com
 

ISE Willie Wong 212-897-8126 wwong@iseoptions.com
 

NASD Rose Braisted 240-386-4987 rose.braisted@nasd.com
 

NYSE John Kroog 212-656-6532 jkroog@nyse.com
 

PCX John Chapin 312-442-7790 jchapin@pacificex.com
 

PHLX Christopher Swisher 215-496-5680 C.Swisher@phlx.com
 

Any questions concerning the interpretation of SEC Rule 17a-25 under Section 17 of the Securities Exchange
Act of 1934 or need to report problems concerning EBS submissions to the SEC should be brought to the
attention of:

 

Individual Telephone No. E-Mail
 

Joseph Cella 202-551-4951 cellaj@sec.gov
 

Alton Harvey 202-551-5691 harveya@sec.gov
 

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  American Stock Exchange LLC (AMEX), Boston Stock Exchange, Inc. (BSE), Chicago Board Options
Exchange, Inc. (CBOE), Chicago Stock Exchange, Inc. (CHX), International Securities Exchange (ISE),
NASD Inc. (NASD), National Stock Exchange (NSX), New York Stock Exchange, Inc. (NYSE), Pacific
Exchange, Inc. (PCX) and Philadelphia Stock Exchange, Inc. (PHLX).

1  This ISG Notice was prepared by the following self-regulatory organizations as members of the ISG:
American Stock Exchange LLC (AMEX), Boston Stock Exchange, Inc. (BSE), Chicago Board Options
Exchange, Inc. (CBOE), Chicago Stock Exchange, Inc. (CHX), International Securities Exchange (ISE),
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NASD Inc. (NASD), National Stock Exchange (NSX), New York Stock Exchange, Inc. (NYSE), Pacific
Exchange, Inc. (PCX) and Philadelphia Stock Exchange, Inc. (PHLX).
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March 23, 2006

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: HYBRID MARKET INITIATIVE - PHASE I - FLOOR-WIDE IMPLEMENTATION

* * IMPORTANT - TIME SENSITIVE INFORMATION * *

The Securities and Exchange Commission has approved the Exchange's Hybrid Market initiative.

The Phase I of the Hybrid Market initiative, which is currently operating as a pilot (the “Pilot”) (See Information
Memo 05-98 (December 14, 2006)) is expected to be rolled out Floor-wide in all Exchange listed securities
over a period of several weeks beginning approximately March 24, 2006.

The Hybrid Market rules that will apply during the Phase I are the same as those announced in Information
Memo 05-98 (See attachment), except that these rules are no longer designated with a (P) for Pilot. Their rule
numbers remain the same, with some modifications, noted below. In addition, frequently asked questions on
the Hybrid Market Initiative can be found in the attached Member Education Bulletin 2006-05 (February 24,
2006)(See attachment).

It is important to note that not all of the changes included in the Exchange's Hybrid Market filings will be
implemented during Phase I. Hybrid Market rule provisions that will not be implemented in the Pilot are noted
in the accompanying rule text as “intentionally omitted.”

Additional information about the Hybrid Market, its features and its benefits is available at www.nyse.com. As
additional phases are implemented, the Exchange will issue additional Information Memos.

In addition, all other Exchange Rules remain in force and applicable to trading during Phase I.

Phase 1 Rule Modifications:

Auto-Conversions of CAP-DI Orders

Rule 123A.30(a)(iii) - Rule 123A.30(a)(iv)(P) has been re-numbered as 123A.30(a)(iii). This rule provides
that when a specialist is bidding, offering or trading and an automatic execution occurs with the specialist's
proprietary interest, which elects contra-side stop or stop limit orders, marketable CAP-DI orders on the
Display Book® on the same side as the specialist will be automatically converted to participate in the
execution of such contra-side stop or stop limit orders. (Information Memo 05-98 had stated that this
autoconversion would not occur). The system will assign the proper number of shares to the specialist and
CAP-DI orders. This modification, however, will not effect the proper allocation of shares to CAP-DI orders.

Stop and Stop Limit Orders

Rule 76 - This rule has been amended to provide that the requirement to expose an order to buy and sell the
same security for possible price improvement before proceeding with a “cross” transaction will continue to
apply to elected stop and stop limit orders manually represented by a Floor broker in the Crowd.

Specialist Interest Files (“s-Quotes”)

Rule 104(c)(P) - this rule has been re-numbered as Rule 104(c)(viii). It continues to provide that specialists
will be able to manually layer their interest at and outside the Exchange best bid or offer.

Questions regarding this Information Memo and the attachments should be directed as follows:
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General Questions — Rules:

Donald Siemer, Director, Office of the General Counsel (212-656-6940)

Daniel Labovitz, Director, Market Surveillance (212-656-2081)

Jeff Rosenstrock, Principal Rule Counsel, Office of the General Counsel (212-656-5499)

Douglas Witter, Senior Special Counsel, Market Surveillance (212-656-4875)

General Questions - Operations and Technology:

Anne E. Allen, Executive Vice President, Floor Operations (212-656-4582)

Lou Pastina, Senior Vice President, Market Development (212-656-6821)

Definition of a Crowd, FESC (123(e)) and OTS (132B):

Rohan Prashad, Director, Market Surveillance (212-656-6772)

Floor Official Approvals for CAP Order Conversions:

Sue Lui-Facendola, Director, Market Surveillance (212-656-4347)

Cautionary Note Regarding Forward-Looking Statements

Certain statements in the documents or disclosures in this Information Memorandum may contain forward-
looking statements within the meaning of the Private Securities Litigation Reform Act of 1995. These
statements are based on NYSE Group's current expectations and involve risks and uncertainties that could
cause NYSE Group's actual results to differ materially from those set forth in the statements. There can
be no assurance that such expectations will prove to be correct. Actual results may differ materially from
those expressed or implied in the forward-looking statements. Factors that could cause NYSE Group's
results to differ materially from current expectations include, but are not limited to: NYSE Group's ability to
implement its strategic initiatives, economic, political and market conditions and fluctuations, government
and industry regulation, interest rate risk and U.S. and global competition, and other factors detailed in NYSE
Group's Registration Statement on Form S-1 and periodic reports filed with the U.S. Securities and Exchange
Commission. In addition, these statements are based on a number of assumptions that are subject to change.
Accordingly, actual results may be materially higher or lower than those projected. The inclusion of such
projections herein should not be regarded as a representation by NYSE Group that the projections will prove
to be correct. We undertake no obligation to release any revisions to any forward-looking statements.

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

NYSE

Information Memo Number

Market Surveillance

New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

Number 05-98
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December 14, 2005

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: HYBRID MARKET IMPLEMENTATION - PHASE I PILOT-BROKER AGENCY INTEREST FILES,
SYSTEMIC INTEGRATION OF PRIORITY, PARITY & YIELDING REQUIREMENTS, MANUAL S-QUOTES,
SYSTEMIC EXECUTION OF ELECTED STOP & CAP-DI ORDERS, AUTO-CONVERSION & EXECUTON
OF CAPDI ORDERS

* * IMPORTANT - TIME SENSITIVE INFORMATION * *

The Exchange expects the Securities and Exchange Commission to approve its request to conduct a
Pilot to put into operation Phase 1 of the Exchange's Hybrid Market initiative (the “Pilot”) with respect to
approximately 200 NYSE securities (“Pilot Securities”). A list of Pilot Securities is attached as Exhibit B.

The Pilot is expected to begin Thursday, December 15, 2005.

To ensure that the Pilot operates as smoothly as possible, it will be rolled out initially to a few Pilot Securities
at a time. Securities for which the Pilot has been implemented will be identified by signs on the Trading Floor.
A list will also be available on www.nyse.com.

The Pilot will allow members and member organizations to gain essential practical experience with new
systems and processes in a controlled and well-modulated way. In addition, the Pilot will contribute to the

Exchange's ability to comply with the implementation date for Regulation NMS. 1 

The Pilot will last 90 calendar days or until the SEC approves the NYSE's Hybrid Market filings, whichever
comes first.

During the Pilot, the following aspects of the Hybrid Market initiative will be implemented with respect to Pilot
Securities:

• NYSE Direct+® will continue to operate under existing rules and be subject to the same availability,
restrictions and conditions.

• NYSE Floor Broker Agency Interest FilesSM (“floor broker agency interest” or “agency interest”),
also referred to as “e-Quotes,” including the reserve feature, will be activated; however, during this
phase Floor Brokers will not have the ability to exclude their interest from the aggregate information
available to the specialist. In addition, the brokers' reserve amounts will be visible to the specialist.

• Specialists will be able to manually layer their interest at and outside the best bid and offer through
the use of NYSE Specialist Interest FilesSM (“specialist interest files”), also referred to as “s-
Quotes.”

• Systemic programming of priority, parity, and yielding requirements, other than the yielding
requirements for additional specialist interest will be operational.

• Certain functions that were previously performed manually by the specialist regarding the execution
and reporting of elected stop and CAP-DI orders and the conversion and execution of CAP-DI
orders have been systematized.

The Hybrid Market rules that will apply to Pilot Securities during the Pilot are described in detail below and
their text is attached as Exhibit A.

1. Background

The Hybrid Market integrates in one marketplace the best of both auction market and electronic trading.
By combining the benefits of specialist and Floor Broker expertise with the speed, certainty, and anonymity
of electronic execution, the Hybrid Market trading platform offers maximum choice to customers in how to
execute orders, but preserves time-tested trading procedures that have proven immensely successful in
providing stable, liquid, and less volatile markets.
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Customers who want execution speed and certainty, with anonymity, can opt to have their orders
automatically executed via NYSE Direct+®, the Exchange's electronic trading facility. Customers who
want the opportunity for price improvement or the benefit of Floor Broker expertise in the handling of their
orders can choose to have their orders executed through the traditional auction process. Notably however,
these customers do not give up the benefits of electronic trading, since even those choosing to have their
orders handled in the auction market initially will still be able to participate in automatic executions, thereby
expanding their execution opportunities.

Additional information about the Hybrid Market, its features and its benefits is available at www.nyse.com.
The remainder of this Information Memo focuses on features that are being implemented during the Pilot. As
additional phases are implemented, the Exchange will issue additional Information Memos.

2. Hybrid Market Pilot (Phase I)

It is important to note that not all of the changes included in the Exchange's Hybrid Market filings will
be implemented during the Pilot. Proposed Hybrid Market rules that will be implemented in the Pilot are
designated with a (P) for Pilot. Proposed Hybrid Market rule provisions that will not be implemented in the
Pilot are noted in the accompanying rule text as “intentionally omitted.”

In addition, all other Exchange Rules remain in force and applicable to trading in Pilot Securities
during the Pilot.

A. Operation of NYSE Direct+®

During the Pilot, NYSE Direct+® will continue to operate under existing rules, and all restrictions contained in
Exchange Rules 1000 through 1005 will remain in force. Additional information about the operation of NYSE
Direct+® may be found in Information Memos 03-21 (May 15, 2003) and 01-4 (February 27, 2001).

B. NYSE Floor Broker Agency Interest File SM (“e-Quotes”)

The Exchange is activating the Floor Brokers' ability to enter e-Quotes in Pilot Securities. This feature permits
Floor Brokers to electronically represent their agency orders at multiple price points at and outside the
Exchange best bid and best offer (“BBO”). Through e-Quoting, Floor Brokers can offer customers the benefit
of broker knowledge and experience as well as the efficiency of automatic executions.

Note: In the event that a proprietary vendor system has not been activated or vendor systems or Exchange
systems that have been activated otherwise become unavailable, a Floor Broker who is unable to enter his or
her own e-Quotes during the Pilot has the following options:

(i) Request a specialist to enter the e-Quote for him or her;
(ii) Send an order through SuperDot®;
(iii) Send a CAP-DI order to the specialist;
(iv) Send an order for Direct+ execution;
(v) Trade in the Crowd (i.e., hit bids and take offers); or
(vi) Give the order to another Floor Broker with e-Quoting capabilities.

Members and member organizations are reminded of their obligations regarding the entry of e-Quotes as
discussed in Member Education Bulletin 2005-24.

1. Agency Interest Files

Rule 70.20(a)(i)(P) - Permits Floor Brokers to place e-Quotes at multiple price points, on both sides of the
market, in all Pilot Securities trading within the area constituting the “Crowd,” provided that the broker has

orders in such securities, and has complied with the requirements of Exchange Rule 123(e). 2 
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Floor Brokers who do not want the specialist to be able to trade on parity with their orders may not include
them in their agency interest file. See Section 6, below.

Rule 70.20(i)(P) - Clarifies that when a Floor Broker's e-Quote participates in an execution, the entering Floor
Broker will be deemed to be the executing broker in connection with that transaction.

Rule 70.20(f)(P) - Provides that e-Quotes must be cancelled when a Floor Broker leaves the Crowd, except
that a Floor Broker may leave the Crowd without canceling his or her e-Quotes to recharge his or her
handheld device.

If the Floor Broker leaves the Crowd without canceling his or her e-Quotes and one or more executions occur
with such e-Quotes, the Floor Broker will be held to such executions and may be subject to disciplinary action
for failing to cancel e-Quotes when required.

Rule 70.20(l)(P) - Reminds Floor Brokers that e-Quoting capability does not modify or relieve Floor Brokers
from their agency obligations, including best execution, or required compliance with all SEC and Exchange
rules, policies and procedures.

Accordingly, Floor Brokers should not combine orders with conflicting instructions, such as sell short and sell
long, in the same e-Quote. Similarly, an e-Quote that includes multiple orders cannot be converted to a single
CAP-DI order sent to the specialist, as that would reduce the number of shares that would be allocated to
such orders upon an execution of the CAP-DI order following an election or conversion.

2. Agency Interest Files at the Open and Close

Rule 70.20(j)(P) - Prior to the Opening, Floor Brokers may enter e-Quotes from anywhere on the Floor for
participation in the opening trade. However, Floor Brokers must be in the Crowd at the Open in order for their
agency interest to participate and the Broker must cancel any e-Quotes in Pilot Securities that are not part of
such Crowd before the Open.

E-Quotes entered into files before the Open may participate in the opening trade on parity with the Display
Book®, as the Crowd does today, in accordance with the policies and procedures governing the Open.

3. Order Entry Requirements

Rule 123(e)(P) - This rule has been amended to provide that brokers may not enter an e-Quote with respect
to any order until such order has been entered into FESC in accordance with Exchange Rule 123(e).

Rule 132B(a)(D)(P) - Similarly, this rule has been amended to require members and member organizations
identify which orders or portions of orders are being made part of the agency interest file.

With respect to e-Quotes entered by a specialist on behalf of a Floor Broker, the Broker should note “e-Q”
on the relevant order ticket to identify that it was included in an e-Quote. In addition, the Floor Broker and his
or her Member Organization are reminded that they need to maintain in their books and records appropriate
documentation identifying which orders were made part of their agency interest file.

4. Definition of a Crowd

Rule 70.30(P) - A Crowd consists of five contiguous panels at a single post where securities are traded. Floor
Brokers with agency interest files must be in the Crowd, representing those orders and are permitted to have
agency interest files in only one Crowd at a time.

Rule 70.20(a)(ii)(P) - A Floor Broker does not need to be in the Crowd in order to e-Quote “G” orders. 3 

5. Orders of Members to be in Writing

Rule 117(P) - This rule has been amended to include electronically recorded orders. It reiterates that Floor
Brokers are held to executions with their e-Quotes if not cancelled when they leave the Crowd and that such
failure to cancel is a violation of Exchange rules.
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6. Priority, Parity, and Yielding

Rule 70.20(b)(P) - An e-Quote that establishes the Exchange BBO will be entitled to priority at that price for
one trade, as Rule 72 generally provides today.

Rules 72(c)- (g)(P) - E-Quotes at the same price and on the same side of the market not entitled to priority
will be on parity with each other. No e-Quote will be able to invoke precedence based on size. See also, Rule
70.20(b)(P).

Rule 72III.10(P) - Precedence based on size will remain in effect for manual trades.

Rules 108(a)(P) and 104.10(6)(i)(c)(P) - With respect to executions involving s-Quotes, specialists are
entitled to trade on parity with e-Quotes and orders represented in the Crowd.

In connection with non-s-Quote specialist proprietary trading, the procedures recently disseminated
in Information Memo 05-81 regarding Floor Broker ability to object to specialist parity trades
continues to apply.

Floor Brokers who do not want s-Quotes to trade on parity with their orders should send their order
through SuperDot®, enter a Direct+ order, or trade in the Crowd (i.e., hit bids or take offers).

Rules 72(f)(P) and 72III(P) - A sale or the complete cancellation of a bid or offer entitled to priority clears the
Floor in Pilot Securities.

7. Reserve Interest

Rule 70.20(c)(ii)(P) - Reserve interest is a portion of an e-Quote at the Exchange BBO that the Floor Broker
has chosen not to display. Floor Brokers will be permitted to have reserve interest provided they display a
minimum of 1,000 shares at the Exchange BBO.

During the Pilot, reserve interest will be visible to the specialist.

Rule 70.20(k)(P) - There is no reserve capability for broker agency interest entered in the files before the
Open. Similarly, there is no reserve capability for e-Quotes at the close.

Rule 70.20(c)(iv)(P) - Reserve interest yields to displayed interest at the Exchange BBO, but will participate
in automatic executions provided there is sufficient contra-side liquidity. An auto ex order will trade against
the displayed interest in the quote and any reserve interest at the bid or offer price subject to the size limits of
Direct+. All reserve interest trades on parity.

8. Replenishment of Displayed Agency Interest

Rule 70.20(c)(iii)(P) - When the volume associated with a Floor Broker's e-Quote at the Exchange BBO falls
below 1,000 shares because of an execution or cancellation and the Floor Broker has reserve interest the
volume associated with the displayed portion of such broker's e-Quote will be replenished from the reserve so
that at least 1,000 shares of his or her agency interest at the Exchange BBO is displayed.

Example: If after an execution the displayed portion of a broker's e-Quote was 500 shares and this broker
had 500 shares of reserve interest, his or her displayed e-Quote would become 1,000 shares automatically,
with nothing remaining in the reserve.

If fewer than 1,000 shares in total remains in a Floor Broker's e-Quote, all of the Broker's agency interest at
the Exchange BBO will be displayed.

9. Partialing Orders

Rule 122(P) - A Floor Broker may not e-Quote on behalf of an order at a price at which any portion of the
same order that is represented by another member may be represented or executed.
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Rule 70.20(e)(P) - A Floor Broker may trade on behalf of his or her orders in the Crowd at the same price and
on the same side as his or her e-Quote only to the extent that the volume traded in the Crowd is additional
volume not included in the e-Quote.

Example: Floor Broker A has an order to buy 2,000 shares of XYZ stock and has placed an e-Quote to
buy 1,000 shares. In the Crowd, Floor Broker B has an order to sell 2,000 shares of XYZ. Floor Broker A
may trade with Floor Broker B, but must cancel his e-Quote before trading, if this trade is for 2,000 shares.
Alternatively, Floor Broker B can “hit” Broker A's e-Quote and they can trade in the Crowd for 1,000 shares.

C. Specialist Interest Files (“s-Quotes”)

Rule 104(c)(P) — Specialists will be able to manually layer their interest at and outside the Exchange BBO,
which will give their bids and offers persistent standing. This means that if the specialist bids/offers at a price
that is not the BBO, such interest will remain as an s-Quote and available to be traded with until executed or
cancelled.

During the Pilot, specialists will not be able to disseminate s-Quotes via NYSE OPENBOOK® or another
Exchange data distribution channel.

D. Autoquoting

Rule 60(e)(P) - The Exchange will autoquote the NYSE's highest bid or lowest offer to reflect limit orders on
the Display Book®, e-Quotes, and s-Quotes. See also Rule 70.20(c)(i)(P).

E. CAP-DI and Stop Orders

1. Automatic Execution of Elected CAP-DI Orders and Stop Orders

Rules 13(P) and 76(P) - Elected stop and CAP-DI orders will be automatically executed to the extent contra-
side liquidity is available at the electing price. This execution is not restricted by current Direct+ order size
requirements.

Elected CAP-DI volume unable to trade will automatically revert to CAP-DI status and elected stop limit
orders unable to trade will become limit orders on the Display Book. Elected stop orders will be executed in
the same manner as any market order.

The rules regarding the election and execution of CAP-DI orders and stop orders and passive conversion of
CAP-DI orders remain the same. See Rules 123A.30 and 123A.40.

2. Elected or Converted CAP-DI Orders and Direct+

Rules 13(P) and 123A.30(a)(P) - Elected or converted CAP-DI orders will be able to participate in automatic
executions in accordance with current Exchange Rules 1000 - 1005.

3. Automation of Parity between Specialist and Elected CAP-DI Orders

Commencing with the Pilot, the system will assign the proper number of shares to the specialist when trading
along with elected CAP-DI orders in accordance with Exchange Rule 123A.30.

4. Auto-Conversions of CAP-DI Orders.

Rule 123A.30(a)(iv)(P) - When a specialist systemically trades for its own account, marketable CAP-DI
orders on the Display Book® on the same side as the specialist will be automatically converted to participate
in such execution, with the system assigning the proper number of shares to the specialist and auto-
converted CAP-DI orders.
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Exception: Where the execution that included auto-converted CAP-DI orders elects a contra-side stop or
stop limit order, CAP-DI orders will not be auto-converted in connection with the specialist's subsequent trade
with such elected stop order.

Specialists will be notified by highlighting in the Display Book® alerting them that there are CAP-DI orders
capable of trading, so that the specialist may take appropriate action.

5. Recording Floor Official Approval for CAP-DI Order Conversions

Rule 123A.30 provides that Floor Official approval 4   must be obtained and recorded for certain CAP-DI
Order conversions effected on destabilizing ticks. Commencing with the Pilot, specialists will be required to
record the approving Floor Official's badge number in the comment field of the template used to convert the
CAP-DI order.

Initially, comment functionality will be available only for active CAP-DI conversions within the Smart Report
template. Floor Official badge numbers for approvals of passive conversions should be recorded using the
Floor Slip Database.

Failure to properly record Floor Official approval in this manner would constitute a violation of NYSE Rule
123A.30.

Questions regarding this Information Memo should be directed as follows:

General Questions — Rules:

Donald Siemer, Director, Market Surveillance (212-656-6940)

Daniel Labovitz, Director, Market Surveillance (212-656-2081)

Jeff Rosenstrock, Principal Rule Counsel, Market Surveillance (212-656-5499)

Douglas Witter, Senior Special Counsel, Market Surveillance (212-656-4875)

General Questions - Operations and Technology:

Anne E. Allen, Executive Vice President, Floor Operations (212-656-4582)

Lou Pastina, Senior Vice President, Market Development (212-656-6821)

Definition of a Crowd, FESC (123(e)) and OTS (132B):

Rohan Prashad, Director, Market Surveillance (212-656-6772)

Floor Official Approvals for CAP Order Conversions:

Sue Lui-Facendola, Director, Market Surveillance (212-656-4347)

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

EXHIBIT A

Additions underscored

Deletions [bracketed]

Definitions of Orders

Rule 13
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* * * * *

Stop Order (P)

A stop order to buy becomes a market order when a transaction in the security occurs at or above the stop
price after the order is routed to the Display Book® or is manually represented in the [Trading] Crowd. A stop
order to sell becomes a market order when a transaction in the security occurs at or below the stop price after
the order is  routed to the Display Book® or is manually represented in the [Trading] Crowd. Elected stop
orders that are routed to the Display Book® will be eligible to be automatically executed in accordance with,
and to the extent provided by, Exchange Rules 1000- 1004, consistent with the order's instructions.

Stop Limit Order (P)

A stop limit order to buy becomes a limit order executable at the limit price, or at a better price, if obtainable,
when a transaction in the security occurs at or above the stop price after the order is routed to the Display
Book® or is manually represented in the [Trading] Crowd. A stop limit order to sell becomes a limit order
executable at the limit price or at a better price, if obtainable, when a transaction in the security occurs at or
below the stop price after the order is routed to the Display Book® or is manually represented in the [Trading]
Crowd. Elected stop limit orders that are routed to the Display Book® will be eligible to be automatically
executed in accordance with, and to the extent provided by, Exchange Rules 1000- 1004, consistent with the
order's instructions.

* * * * *

Supplementary Material:

* * * * *

.30 P Stop and stop limit orders to buy or sell an Investment Company Unit (as defined in Section
703.16 of the Exchange's Listed Company Manual) or a Trust Issued Receipt (as defined in Rule 1200)
shall be elected by a quotation as set forth below:

(i) a stop order to buy becomes a market order when the bid price in the security is at or above the stop
price after the order is routed to the Display Book® or is manually represented in the [Trading] Crowd;

(ii) a stop order to sell becomes a market order when the offer price in the security is at or below the
stop price after the order is routed to the Display Book® or is manually represented in the [Trading]
Crowd;

(iii) a stop limit order to buy becomes a limit order executable at the limit price or at a better price, if
obtainable, when the bid price in the security is at or above the stop price after the order is routed to
the Display Book® or is manually represented in the [Trading] Crowd;

(iv) a stop limit order to sell becomes a limit order executable at the limit price or at a better price, if
obtainable, when the offer price in the security is at or below the stop price after the order is routed to
the Display Book® or is manually represented in the [Trading] Crowd; and

(v) if, in any situation covered by paragraphs (i) through (iv) above, the bid or offer that would elect a
stop or stop limit order is more than 0.10 point away from the last sale and is made for the specialist's
dealer account, such stop or stop limit order shall be elected only if the specialist obtains the prior
approval of a Floor Official.

* * * * *

Dissemination of Quotation

Rule 60
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* * * * *

(e) (P) Autoquoting of highest bid/lowest offer and automated adjustment of size of liquidity bid and offer.
The Exchange will autoquote the NYSE's highest bid or lowest offer [whenever a limit order is transmitted
to the specialist's book] to reflect non-marketable limit orders, Floor broker agency interest pursuant to
the provisions of Rule 70.20(c)(ii)(P), and specialist interest pursuant to the provisions of Rule 104(c)(P)
whenever it is at a price higher (lower) than the previously disseminated highest (lowest) bid (offer). When
the NYSE's highest bid or lowest offer has been traded with in its entirety, the Exchange will autoquote a
new bid or offer reflecting the total size of orders [on the specialist's book] at the next highest (in the case
of a bid) or lowest (in the case of an offer) price. The size of any liquidity bid or offer shall be systemically
increased to reflect any additional limit orders transmitted to the [specialist's book] Display Book® at prices
ranging from the liquidity bid or offer price to the highest bid (lowest offer). The size of any liquidity bid or
offer shall be systematically decreased to reflect the execution of any limit orders on the specialist's [book]
Display Book® at prices ranging from the liquidity bid or offer price to the highest bid (lowest offer). However,
de minimis increases or decreases in the size of limit orders on the [book] Display Book®, as determined by
the specialist, will not result in automated augmenting or decrementing of the size of the liquidity bid or offer
where such bid or offer continues to reflect the actual size of limit orders on the [book] Display Book®.

* * * * *

Below Best Bid - Above Best Offer

Rule 70

* * * * *

Supplementary Material:

* * * * *

.20 (a)(i)(P) With respect to orders he or she is representing on the Floor, a Floor broker may place
within the Display Book(r) system broker agency interest files at multiple price points on both sides of
the market at or outside the Exchange best bid and offer with respect to each security trading in the
location(s) comprising the Crowd such Floor broker is a part of, except that the agency interest files
shall not include any customer interest that restricts the specialist's ability to be on parity pursuant to
Exchange Rules 104.10(6)(i)(C)(P) and 108(a)P.

(ii)(P) The requirement that a Floor broker be in the Crowd in order to have agency interest files does
not apply to orders governed by Section 11(a)(1)(G) of the Securities Exchange Act of 1934 (“G”
orders).

(b)(P) All Floor broker agency interest placed within files in the Display Book system at the same price
shall be on parity with each other, except agency interest that establishes the Exchange best bid or
offer shall be entitled to priority in accordance with Exchange Rule 72 and 72(c)- (g)(P). No Floor
broker agency interest placed within files in the Display Book system shall be entitled to precedence
based on size.

(c)(i)(P) Floor broker agency interest placed within files shall become part of the quotation when it is at
or becomes the Exchange best bid or offer and shall be executed in accordance with Exchange Rule
72 and 72(c)- (e)(P).

(ii)(P) A Floor broker shall have the ability to maintain undisplayed reserve interest at the Exchange
best bid and offer provided that a minimum of 1,000 shares of the broker's agency interest is displayed
at that price.

(iii)(P) After an execution involving a Floor broker's agency interest at the Exchange best bid or offer
that does not exhaust the broker's interest at that price, the displayed interest will be automatically
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replenished from his or her reserve interest, if any, so that at least 1,000 shares of the broker's interest
(or whatever amount remains, if less than 1,000 shares) is displayed.

(iv)(P) An automatically executing order will trade first with the displayed bid (offer) and if there is
insufficient displayed volume to fill the order, will trade next with reserve interest, if any, including
specialist reserve interest. All reserve interest will trade on parity.

(d)(P) Intentionally omitted

(e)(P) A Floor broker may trade on behalf of his or her orders as part of the Crowd at the same price
and on the same side of the market as his or her agency interest placed within files only to the extent
that the volume traded in the Crowd is not included in the agency interest files.

(f)(P) A Floor broker's agency interest files must be cancelled when he or she leaves the Crowd, except
that a Floor broker may leave the Crowd without canceling his or her agency interest files to recharge
his or her handheld device. Failure to do so is a violation of Exchange rules. If the Floor broker leaves
the Crowd without canceling his or her agency interest files and one or more executions occur with the
agency interest, the Floor broker shall be held to such executions.

(g)-(h)(P) Intentionally omitted

(i)(P) The Floor broker is the executing broker for transactions involving his or her agency interest files.

(j)(P) Floor broker agency interest placed within files may participate in the opening trade in
accordance with Exchange policies and procedures governing the open.

(k)(P) The ability of a Floor broker to have reserve interest will not be available during the open and
during the close. {Remainder of rule intentionally omitted}

(l)(P) Nothing in this rule shall be interpreted as modifying or relieving the Floor broker from his or her
agency obligations and required compliance with all SEC and Exchange rules, policies and procedures.

.30(P) Definition of Crowd.- A Crowd is any five contiguous panels at any one post where securities
are traded. A Floor broker will be considered to be in the Crowd if he or she is physically present at one
of the five contiguous panels.

* * * * *

Priority and Precedence of Bids and Offers

Rule 72

* * * * *

Precedence of bids equaling or exceeding amount offered

(c) (P) When no bid is entitled to priority under paragraph (a) hereof, (or when a bid entitled to priority or
precedence has been filled and a balance of the offer remains unfilled), all bids for a number of shares of
stock or principal amount of bonds equaling or exceeding the number of shares of stock or principal amount
of bonds in the offer or balance, shall be on [a] parity and entitled to precedence over bids for less than the
number of shares of stock or principal amount of bonds in such offer or balance, subject to the condition that ,
with respect to bids made as part of the auction market if it is possible to determine clearly the order of time in
which the bids so entitled to precedence were made, such bids shall be filled in that order  except that no bids
in Floor broker agency interest files or specialist interest files shall be entitled to precedence.

Precedence of bids for amounts less than amount offered

(d) (P) When no bid is entitled to priority under paragraph (a) hereof (or when a bid entitled to priority or
precedence has been filled and a balance of the offer remains unfilled) and no bid has been made for a
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number of shares of stock or principal amount of bonds equaling or exceeding the number of shares of
stock or principal amount of bonds in the offer or balance, the bid for the largest number of shares of stock
or greatest principal amount of bonds shall have precedence, subject to the condition that , with respect to
bids made as part of the auction market if two or more such bids for the same number of shares of stock or
principal amount of bonds have been made, and it is possible to determine clearly the order of time in which
they were made, such bids shall be filled in that order  except that no bids in Floor broker agency interest files
or specialist interest files shall be entitled to precedence.

Simultaneous bids

(e) (P) When bids are made simultaneously, or when it is impossible to determine clearly the order of time in
which they were made , with respect to bids made as part of the auction market, all such bids shall be on [a]
parity subject only to precedence based on the size of the bid under the provisions of paragraphs [(b)] (c) and
[(c)] (d) hereof[.] , except that no bids in Floor broker agency interest files or specialist interest files shall be
entitled to precedence.

Sale or cancellation removes bids from Floor

(f) (P) [Except as provided in .50 below, a] A sale or the cancellation of an entire bid or offer entitled to priority
shall remove all bids from the Floor except that if the number of shares of stock or principal amount of bonds
offered exceeds the number of shares or principal amount specified in the bid having priority or precedence, a
sale of the unfilled balance to other bidders shall be governed by the provisions of these Rules as though no
sales had been made to the bidders having priority or precedence.

Subsequent bids

(g) (P) After bids have been removed from the Floor under the provisions of paragraph [(e)] (f) hereof, priority
and precedence shall be determined, in accordance with these Rules, by subsequent bids.

* * * * *

III (P). Sale or Cancellation of a Bid or Offer Entitled to Priority “Clears the Floor” — Following a sale[,]
or the cancellation of a bid or offer that had been entitled to priority pursuant to this rule, all bids and offers
previously entered are deemed to be re-entered and are on parity with each other. For example, assume
that the market in XYZ is 0.20 bid for 5000 shares, with 5000 shares offered at 0.25. On the bid side of the
market, Broker A is bidding for 1000 shares and has priority. Brokers B, C, D, and E are each bidding for
1000 shares, with B being ahead of C, C being ahead of D, and D being ahead of E. On the offer side of
the market, Broker F is offering 1000 shares and has priority. Brokers G, H, I, and J are each offering 1000
shares, with G being ahead of H, H being ahead of I, and I being ahead of J. Broker K enters the Crowd and
sells 1000 shares to Broker A's bid of 0.20. The market then becomes 0.20 bid for 4000 shares, with 5000
offered at 0.25. Brokers B, C, D, and E are now on parity on the bid side of the market, and Brokers F, G, H, I,
and J are now on parity on the offer side of the market.

Supplementary Material:

.10 (P) Precedence of bids and offers.- The following examples explain the operations of Rule 72 in
connection with auction market transactions.

* * * * *

“Crossing” Orders

Rule 76 P

When a member has an order to buy and an order to sell the same security, he shall, except for bonds traded
through ABS® publicly offer such security at a price which is higher than his bid by the minimum variation
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permitted in such security before making a transaction with himself. All such bids and offers shall be clearly
announced to the trading crowd before the member may proceed with the proposed “cross” transaction.

The provisions of this rule do not apply to elected stop orders or elected stop limit orders.

* * * * *

Dealings by Specialists

Rule 104

(c)(P) Specialists shall have the ability to manually layer within the Display Book® system specialist interest
at varying prices at and outside the Exchange best bid and offer. Such interest remains in the Display Book®
system until traded with or cancelled.

Supplementary Material:

Functions of Specialists

* * * * *

.10(6)(i) Transactions on the Exchange by a specialist for his own account in liquidating or decreasing
his position in a specialty stock are to be effected in a reasonable and orderly manner in relation to the
condition of the general market, the market in the particular stock and the adequacy of the specialist's
positions to the immediate and reasonably anticipated needs of the round-lot and the odd-lot market
and in this connection:

* * * * *

(C) (P) transactions by a specialist for his or her dealer account in liquidating or decreasing a position
in a specialty security must yield parity to and may not claim precedence based on size over a
customer order in the [c]  Crowd upon the request of the member representing such order, where such
request has been documented as a term of the order, to the extent of the volume of such order that has
been included in the quote prior to the transaction. However, this provision shall not apply to automatic
executions involving the specialist dealer account.

* * * * *

Limitation on Members' Bids and Offers

Rule 108 On parity

(a) (P) No bid or offer made by a member or made on an order for stock originated by a member while on the
Floor to establish or increase a position in such stock for an account in which such member has an interest
shall be entitled to parity with a bid or offer made on an order originated off the Floor, except that such a
bid or offer shall be entitled to parity with a bid or offer made on an order originated off the Floor and being
executed pursuant to Section 11(a)(1)(G) of the Act and Rule 11a1-1(T) thereunder. The foregoing shall not
apply to specialists, with respect to automatic executions. Members who do not want specialists to trade on
parity with their customers' orders may not include such orders in their Floor broker agency interest files.

* * * * *

Orders of Members To Be in Writing

Rule 117 P

No member on the Floor shall make any bid, offer or transaction for or on behalf of another member
except pursuant to a written or electronically recorded order. If a member to whom an order has been
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entrusted leaves the Crowd without actually transferring the order to another member, the order shall not be
represented in the market during his or her absence , except with respect to any portion of his or her agency
interest file that was not cancelled before the member left the Crowd, notwithstanding that such failure to
cancel an agency interest file is a violation of Exchange rules.

Supplementary Material:

.10 P Absence from Crowd.-When a member keeps an order in his or her possession and leaves
the Crowd in which dealings in the security are conducted, the member is not entitled during his or
her absence to have any bid, offer or transaction made in such security on his or her behalf or to have
dealings in the security held up until he or she is summoned to the Crowd , except that the member
shall be held to any executions involving his or her agency interest files. To insure representation of an
order in the market during his or her absence, a member must therefore actually turn the order over to
another member who will undertake to remain in the Crowd. If a member keeps the order in his  or her
possession and during his or her absence from the Crowd the security sells at or through the limit of his
or her order, the member will be deemed to have missed the market.

* * * * *

Orders with More than One Broker

Rule 122 P:

Except as provided herein, no member, member organization or any allied member therein, or subsidiary of
such organization within the meaning of Rule 321, shall maintain with more than one broker, for execution on
the Exchange, market orders or orders at the same price for the purchase or sale of the same security with
knowledge that such orders are for the account of the same principal, unless specific permission has been
obtained from a Floor Official. However, a Floor broker may transmit manually or from a hand-held terminal
to the specialist's display book, for representation by the specialist, a portion of an order, while retaining the
balance of the order. In any instance where a Floor broker has given the specialist a portion of an order for
execution and retained the balance of such order, the Floor broker may not make a bid (offer) on behalf of
the retained balance of the order in the auction market or via the Floor broker agency interest file, or execute
any part of the retained order as part of an auction market transaction or automatic execution via NYSE Direct
+®, at a price at which the portion of the order with the specialist may also be represented in a bid (offer) or
executed until the portion of the order sent to the specialist has been executed or cancelled.

* * * * *

Record of Orders

Rule 123

* * * * *

(e) P System Entry Required

Except as provided in paragraphs .21 and .22 below, no Floor member may represent or execute an order on
the Floor of the Exchange or place an agency interest file within the Display Book® system unless the details
of the order and the agency interest file have been first recorded in an electronic system on the Floor. Any
member organization proprietary system used to record the details of the order and agency interest file must
be capable of transmitting these details to a designated Exchange data base within such time frame as the
Exchange may prescribe.

* * * * *
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The Floor member must identify which orders or portions thereof are being made part of the Floor broker
agency interest file pursuant to such procedures as required by the Exchange.

* * * * *

Miscellaneous Requirements

Rule 123A

Supplementary Material:

* * * * *

.30 A specialist may accept one or more percentage orders. - (a)(P) The elected or converted
portion of a “percentage order that is convertible on a destabilizing tick and designated immediate
execution or cancel election” (“CAP-DI order”) may be automatically executed . {remainder of rule
intentionally omitted}

(i)(P) An elected or converted CAP-DI order on the same side of the market as an automatically
executed electing order may participate in a transaction at the bid (offer) price if there is volume
associated with the bid (offer) remaining after the electing order is filled in its entirety. {remainder of rule
intentionally omitted}

(ii)(P) An elected or converted CAP-DI order on the contra-side of the market as an automatically
executed electing order may participate in a transaction at the bid (offer) price if there is volume
remaining in the electing order.

(iii) Intentionally Omitted

(iv)(P) When a specialist is bidding or offering and an automatic execution occurs against such bid/
offer, marketable CAP-DI orders on the Display Book® on the same side as the specialist's interest will
be automatically converted to participate in this execution. Where this execution elects a contra-side
stop or stop limit order and the specialist participates in the execution of such elected stop order, no
automatic conversion of marketable CAP-DI orders on the same side as the specialist's interest will
occur.

* * * * *

Order Tracking Requirements

Rule 132B (a) Procedures

* * * * *

D(P). identify which orders or portions thereof are being made part of the Floor broker agency interest file
pursuant to such procedures as required by the Exchange.

* * * * *

EXHIBIT B
 

Symbol Corp. Name Post /
Panel Spec. Unit

 

ANH Anworth Mortgage Assets Corp 1J Kellogg Group
 

AVK Advent Claymore CV Sec S + Incm closed end 1JK Kellogg Group
 

CAO CSK Auto Corp 1J Kellogg Group
 

CDR Cedar Shopping Center Inc. 1J Kellogg Group
 

FHI FRT TR STR HI Income Fund 1JK Kellogg Group
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FMY FT/FIDAC Mortgage Income Fund 1JK Kellogg Group
 

HC Hanover Compressor Co. 1J Kellogg Group
 

HMB HomeBanc Corp 1J Kellogg Group
 

LUM Luminent Mortgage Cap Inc 1J Kellogg Group
 

MCM Controladora Commercial Mexic ADS 1JK Kellogg Group
 

NTR New York Mortgage Trust, Inc. 1J Kellogg Group
 

PCK Pimco CaliforniaMuni FD II 1JK Kellogg Group
 

PFN Pimco Floating Rate Strategy FD 1JK Kellogg Group
 

PGP Pimco Global Stock Plus Income 1JK Kellogg Group
 

PHK Pimco Cal Muni Fund 1JK Kellogg Group
 

PML Pimco Municipal Income Fund II 1JK Kellogg Group
 

PMX Pimco Municipal Income Fund III 1JK Kellogg Group
 

PTY Pimco Corporate Opportunity Fund 1JK Kellogg Group
 

PZC Pimco Califorinia Muni Income Fund III 1JK Kellogg Group
 

RAS Rait Investment Trust IJ Kellogg Group
 

SFO Sunset Financial Resources Inc. IJ Kellogg Group
 

TYW TS&W/Claymore Tax-Advantaged BLNCD IJK Kellogg Group
 

IBM Intl. Business Machines 2S SLK
 

ACV Alberto Culver 2V SLK
 

SFC Spirit Finance Corp 2V SLK
 

EAT Brinker Intl. Inc 2V SLK
 

AT AllTel Corp. 2V SLK
 

MEG Media General 2V SLK
 

RLI RLI Corp. 2V SLK
 

ONB Old Natl. Bank Corp. 2V SLK
 

AT PrA Alltel Pfd C CV $2.06 2V SLK
 

AHH PrA Accredited Mtg. 2V SLK
 

FNM Fannie Mae 3F SLK
 

TSG Sabre Holdings Corp 3F SLK
 

APH Amphenol Corp 3F SLK
 

FL Foot Locker 3F SLK
 

DNA Genentech Inc. 3H SLK
 

PJC Piper Jaffray Co. 3H SLK
 

DOW Dow Chemical 3L SLK
 

GIZ Lehman Bros Holdings 4C SLK
 

HEW Hewett Assoc. 4C SLK
 

SFN Spheron Corp. 4C SLK
 

SNA Snap on Tools, Hldg Co. 4D SLK
 

BA Boeing Co. 4D SLK
 

GIS General Mills Inc. 4D SLK
 

ECA Encana Corp. 4D SLK
 

BDX Beckton Dickson & Co. 4D SLK
 

TSO Tesoro Corp. 4J SLK
 

SF Stifel Fin Corp. 4J SLK
 

NFB North Fork BankCorp. 4J SLK
 

LSI LSI Logic Corp. 4J SLK
 

BDG.A Bandag CL A 4J SLK
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BDG Bandag Inc. 4J SLK
 

WLP Wellpoint Inc. 4T SLK
 

FSL Freescale Semiconductor Inc. CL A 4T SLK
 

FSL.B Freescale Semiconductor Inc. CL B 4T SLK
 

AGR Agere Systems 5T LaB
 

CSC Computer Sciences Corp 5T LaB
 

FDS Factset Reseach Systems 5T LaB
 

GGI GEO Group Inc. 5T LaB
 

JEC Jacobs Engineering Group 5T LaB
 

RDN Radian Group 5T LaB
 

SRP Sierra Pacific Resources 5T LaB
 

VCG Valor Communication Group 5T LaB
 

BNK TD BankNorth Inc. 6O LaB
 

BGI prT BankNorth Capital Trust III 6O LaB
 

CC Circuit City Stores 6O LaB
 

FIX Comfort Systems USA 6O LaB
 

CTV CommScope Inc. 6O LaB
 

DRE Duke Realty Corp. 6O LaB
 

ECL EcoLab Inc. 6O LaB
 

IMN Imation Corp. 6O LaB
 

KNX Knight Transporation Inc. 6O LaB
 

SJI South Jersey Inds. Inc. 6O LaB
 

AGN Allergan Inc. 7E LaB
 

BJ BJS Wholesale Club Inc. 7E LaB
 

CIX Compx International Inc. 7E LaB
 

FLE Fleetwood Entrps Inc. 7E LaB
 

OCR Omnicare Inc. 7E LaB
 

OCR prA Omnicare Trust I 7E LaB
 

OCR prB Omicare Trust II 7E LaB
 

PBG Pepsi Bottling Group Inc. 7E LaB
 

WXS Wright Express Corp. 7E LaB
 

ATU Actuant Corp. 8H LaB
 

CI Cigna Corp. 8H LaB
 

IEX Idex Corp. 8H LaB
 

MLR Miller Industries Inc. 8H LaB
 

RYL Ryland Group 8H LaB
 

TGX Theragenics Corp. 8H LaB
 

VAR Varian Medical Systems Inc. 8H LaB
 

WCI WCI Communities Inc. 8H LaB
 

BNE Bowne & Co. Inc. 8L SIG
 

SLR Solectron Corp. 8L SIG
 

MKL Markel Corp. Hldg Co. 8L SIG
 

WDC Western Digital Corp. 8L SIG
 

REV Revlon Inc. 8L SIG
 

ESE ESCO Technologies Inc. 8O SIG
 

GKK Gramercy Capital Corp. 8O SIG
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IHP IHOP Corp. 8O SIG
 

LXK LEXMARK International Inc. 8O SIG
 

SLG SL Green Realty 8O SIG
 

SLG prC SL Green Realty 8O SIG
 

SLG prD SL Green Realty 8O SIG
 

TYL Tyler Technologies 8O SIG
 

UNF Unifirst 8O SIG
 

AGP Amerigroup Corporation 9J LaB
 

EMR Emerson Electric 9J LaB
 

ENZ Enzo Biochem 9J LaB
 

HXL Hexcel Corp. 9J LaB
 

WFC Wells Fargo & Company 9J LaB
 

NSC Norfolk Southern Corp. 10E VDM
 

TOO Too Inc. 10E VDM
 

HPQ Hewlett Packard Co. 10H VDM
 

CDE Coeur D Alene Mines Corp. 10J VDM
 

KSS Kohls Corp. 10K VDM
 

PAY Verifone Hldgs. 10M VDM
 

FLO Flowers Foods Inc. 10N VDM
 

WEN Wendy's Intl Inc. 10 0 VDM
 

DLM Del Monte Foods Co. 10 0 VDM
 

CD Cendant Corp. 10T VDM
 

VMI Valmont Inds. Inc 10U VDM
 

CDI CDI Corp. 10U VDM
 

LAB LaBranche & Co. Inc. 11E VDM
 

TIF Tiffany & Co. 11H VDM
 

DIS Walt Disney Co. 11J VDM
 

PXD Pioneer Natural Resources 11O VDM
 

DUK Duke Energy Corp. 11Q VDM
 

CAG ConAgra Foods 11S VDM
 

PHM Pulte Homes Inc. 11D VDM
 

RT Ryerson Tull Inc. 12F BofA Specs
 

TG Tredegar Corp. 12F BofA Specs
 

TRU Torch Energy Royalty Trust 12F BofA Specs
 

WPZ Williams Partners LTD 12F BofA Specs
 

SRT Startek Inc. 12F BofA Specs
 

DBD Diebold Inc. 12F BofA Specs
 

OLN Olin Corp. 12F BofA Specs
 

WMB Wiliams Cos. Inc. 12F BofA Specs
 

AN Autonation, Inc. 13C BofA Specs
 

NOV National Oilwell Varco Inc. 13C BofA Specs
 

GRP Grant Prideco, Inc. 13C BofA Specs
 

AES AES Corp. 13C BofA Specs
 

BKS Barnes & Noble Inc. 13C BofA Specs
 

SWK Stanley Works 13C BofA Specs
 

GCA Global Cash Access Hlds. 14M BofA Specs
 

KSU Kansas City Southern 14M BofA Specs
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CSA Cogdell Spencer, Inc. 14M BofA Specs
 

RRI Reliant Energy Inc. 14M BofA Specs
 

CNP Centerpoint Energy, Inc. 14M BofA Specs
 

CME Chicago Mercantile Ex Hldgs. 14M BofA Specs
 

ACS Affiliated Computer Svcs. 18B Bear
 

ARB Arbitron Inc. 18B Bear
 

BDY Bradley Pharmaceuticals, Inc. 18B Bear
 

MER Merrill Lynch & Co. Inc. 18B Bear
 

PKX POSCO 18B Bear
 

HAR Harmon Int'l. Inds Inc. 19N Bear
 

IR Ingersoll-Rand Co. LTD 19N Bear
 

MMR McMoran Exploration 19N Bear
 

PG Procter & Gamble Co. 19N Bear
 

CAN CNA Financial Corp. 20D Bear
 

FCX Freeport McMoran Cop & Gold 20D Bear
 

HON Honeywell Intl Inc. 20D Bear
 

MLI Muellor Inds. Inc. 20D Bear
 

PKE Park Electro Chemical Corp. 20D Bear
 

SUR CNA Surety Corp. 20D Bear
 

AA Alcoa Inc. 20L Bear
 

CKH Seacor Holdings 20L Bear
 

NVT Navteq Corp. 20L Bear
 

SGR Shaw Group Inc. 20L Bear
 

Market Surveillance Division

Member Education Bulletin 2006-5

2006-5

NYSE

Date: February 24, 2006

To: All Members and Member Organizations

From: Market Surveillance Division

Re: FREQUENTLY ASKED QUESTIONS ON THE NYSE HYBRID MARKET INITIATIVE - FAQ #1

A Pilot implementing Phase I of the NYSE Hybrid Market SM (“Hybrid Market”) began on December 15,
2005. As announced in Information Memorandum 05-98, Phase I of the Hybrid Market implements certain
rule changes principally relating to e-Quotes. SM Members and member organizations should consult that
information memorandum for details of the rules and procedures relevant to the Hybrid Market Phase I Pilot.
The purpose of this Member Education Bulletin is to highlight certain frequently asked questions and to
provide additional guidance on the Hybrid Market implementation.

1. Q: Are panels where no stock is trading counted for the purpose of determining the five contiguous panels
that constitute a “Crowd”?

A: No. Only active panels are counted as part of the five contiguous panel requirement.

2. Q: Do brokers need to do anything with respect to their reserve e-Quote interest at the close, as Rule 70.20
(k)(P) states that they cannot have reserve interest at the close?
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A: No. When the specialist opens the closing report template, the Display Book® will automatically
include reserve interest in the calculations used in the template when the broker indicates that the e-
Quote reserve should be displayed to the specialist. In cases when the broker indicates on the e-Quote
reserve that it should not be included, the interest will not be represented on the specialist closing
template.

3. Q: Is a broker who is representing his orders manually able to participate on parity with e-Quotes and the
book?

A: No. In order to be sure that a bid or offer trades on parity, it must be e-Quoted. Because Direct +
SM restrictions remain in place during the Hybrid Market Phase I Pilot, it may appear that a broker in
the Crowd who manually represents an order is participating on parity, but if there is an auto-execution
(also known as an “NX”) trade of sufficient size to satisfy the entire displayed e-Quote and manually
entered s-Quote interest, the broker representing the order manually would not participate.

4. Q: Will the Display Book accept reserve e-Quotes away from the market?

A: Yes. The Display Book will accept e-Quotes away from the market that the broker does not intend
to display. Floor brokers should note, however, that the reserve feature is only applicable at the inside
price.

5. Q: Can one e-Quote represent several underlying orders?

A: Yes. One e-Quote may represent several underlying orders. However, when combining multiple
orders into a single e-Quote, Floor brokers should be mindful of the types of each order they wish
to combine and whether the instructions with respect to any such order might preclude their being
combined into a single e-Quote.

6. Q: Can a Broker have several e-Quotes at the same price on the same side of the market?

A: No. A broker may have only one e-Quote per price point on the same side of the market in each
security that is part of the Crowd in which the Floor broker is present. Future enhancements to e-
Quotes will allow this feature.

7. Q: Does a broker have to be in the Crowd to enter a g-Quote (i.e., a “G” order entered pursuant to section
11 (a)(1)(G) of the Securities Exchange Act of 1934 and Rule 11a1-1 (T) promulgated thereunder)?

A: No. A broker may enter a g-Quote from anywhere on the Floor. (Rule 70.20 (a)(ii)(P)).

8. Q: Are partial cancels of CAP-DI orders applied to both non-converted and converted quantities?

A: They may be, depending upon the size of the order and the amount canceled. Partial cancels of
CAP-DI orders are first applied to the non-converted quantity. Any remaining amount will be applied to
the converted quantity. Full cancels cancel the entire order.

9. Q: Can broker-entered layered e-Quotes be cancelled individually?

A: Yes. A broker may cancel one e-Quote without affecting other e-Quotes that he or she has entered
in the same security.

10. Q: As a result of the auto-repeat functionality, elected stop orders are not exposed to the Crowd for
possible price improvement. Is this permissible?

A: Yes. See NYSE Rules 13P (Stop Order and Stop Limit Order) and 76P. In addition, Elected CAP
orders do not have to be exposed to the Crowd for possible price improvement. See Rule 123A.30 (a)
(P).

11. Q: What, if anything, can a specialist do to assist a Floor broker in canceling his or her e-Quotes if such
Floor broker becomes unable to do so on this or her own?
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A: If a specialist entered the e-Quotes in question, (pursuant to the requirements discussed in
Information Memo 05-98) then such specialist is systematically able to cancel individual equotes. If
specialist did not enter, he or she is only able to systematically cancel all of the Floor broker's e-Quotes
on each side.

If you have any questions please contact:

Donald Siemer, Director, Market Surveillance, at 212-656-6940.

Daniel Labovitz, Director, Market Surveillance, at 212-656-4349.

Jeffrey Rosenstrock, Principal Rule Counsel, Market Surveillance, at 212-656-5499.

David Matta, Principal Rule Counsel, Market Surveillance, at 212-656-4717.

Douglas Witter, Senior Special Counsel, Market Surveillance, at 212-656-4875.

______________________________________

Robert A. Marchman

Executive Vice President

Market Surveillance Division

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release No. 51808 (June 9, 2005), 17 CFR Parts 200, 201, 230, 240, 242,
249 and 270.

2  Exchange Rule 123(e) (Records of Orders) requires that all orders in any security traded on the
Exchange be entered into an electronic system ("Front-End Systemic Capture" or "FESC") before they
can be represented in the Exchange market. See Info Memos 99-38 (July 30, 1999), 00-23 (Sept. 22,
2000), 01-03 (Feb. 1, 2001), and 01-14 (June 25, 2001).

3  "G" orders refer to proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities
Exchange Act of 1934, 15 U.S.C. 78k(a)(1)(G). E-Quotes relating to "G" orders are also referred to as
"G-Quotes."

4  Please note that some CAP Order Conversions require Floor Governor approval at a minimum. In these
instances, evidence of Floor Official Approval would not be sufficient to comply with the rule.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 06-13

Click to open document in a browser

March 22, 2006

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: JOINT INTERPRETIVE GUIDANCE FROM NYSE AND NASD RELATING TO THE UNIFORM
BRANCH OFFICE DEFINITION

Background

On September 9, 2005, the Securities and Exchange Commission (SEC) approved amendments to the New
York Stock Exchange, Inc.'s (NYSE) Rule 342 (Offices - Approval, Supervision and Control) to provide a

new, uniform industry definition (Uniform Definition) of the term “branch office.” 1   The SEC simultaneously
approved (1) amendments to NASD Rule 3010(g)(2) to accordingly revise the NASD definition of “branch
office”; and (2) adoption of IM-3010-1 to provide guidelines on factors to be considered by NASD members in

conducting internal inspections of offices. 2 

On September 30, 2005, the SEC approved new Form BR, which replaced Schedule E of Form BD, the

NYSE Branch Office Application Form, and certain state branch office forms. 3   Form BR became effective
on October 31, 2005.

The NYSE's branch office definition amendments became effective on September 9, 2005. NASD has
extended from May 1, 2006 to July 3, 2006 the effective date of their corresponding amendments. Copies of
the amended rule text are attached hereto as Exhibit A (NYSE) and Exhibit B (NASD).

The Uniform Definition contains several express exemptions from the branch office registration requirement.
NYSE and NASD (the SROs) believe these exemptions make practical sense without compromising investor
protection. The SROs are issuing this Joint Interpretive Notice to address certain questions that have arisen
regarding the application of these exemptions.

Branch Office Definition

A “branch office” is generally defined as any location where one or more associated persons of a member
4   regularly conducts the business of effecting any transactions in, or inducing or attempting to induce the
purchase or sale of any security, or is held out as such.

The Uniform Definition excludes from registration as a branch office: (1) a non-sales location that provides
customer service or back office functions; (2) an associated person's primary residence, provided it is not
held out to the public as a branch office and certain other conditions are satisfied; (3) a location, other than a
primary residence, that is used for less than 30 business days in any calendar year for securities business,
is not held out to the public as an office, and which satisfies certain of the conditions set forth in the primary
residence exemption; (4) a location of convenience used occasionally and by appointment; (5) a location
used primarily for non-securities business and from which no more than 25 securities transactions are
effected annually; (6) the floor of a registered securities exchange; and (7) a temporary location used as part
of a business continuity plan.

Interpretive Questions and Answers
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“Regularly Conducts the Business of Effecting Transactions”

Question #1

The Uniform Definition provides that a “branch office” is “any location where one or more associated persons
of a member regularly conducts the business of effecting transactions in, or inducing or attempting to induce
the purchase or sale of any security, or is held out as such.” What types of activities would this include?

Answer #1

Such activities would include, for example: (1) soliciting new accounts or orders; (2) opening new
accounts; (3) accepting or executing orders; or (4) making recommendations with respect to securities
transactions. NASD members should keep in mind that certain activities, such as order execution, may
also require a location to be registered as an office of supervisory jurisdiction (OSJ) under NASD Rule
3010(g)(1).

Non-Sales Location/Back Office Exemption

Question #2

What types of activities at a location are considered “non-sales/customer service/back office” functions for
purposes of NYSE Rule 342.10(A) and NASD Rule 3010(g)(2)(A)(i)?

Answer #2

In general, to be exempt from registration as a branch office under these provisions, such locations
must be established solely for customer service and/or back office functions and may not be held out
to the public as a branch office. No sales activities may be conducted from a non-sales location, which
is to say that associated persons conducting business on behalf of a member from such locations
may not recommend the purchase or sale of securities, or otherwise communicate with the public for
the purpose of accepting orders for the purchase or sale of securities, or for executing such orders.
Communications with the public solely in a clerical and/or ministerial capacity are permissible under
this exemption.

Question #3

Can an office established for the sole purpose of soliciting investment-banking services to potential clients be
considered a “non-sales” location?

Answer #3

If a location is utilized to solicit a member's investment banking services, but such services are not
performed from the location, registration as a branch office is not required provided, of course, that no
other activities at the location would otherwise require branch office registration. A location from which
such services are performed would require registration.

As defined in NYSE Rule 472.20 and NASD Rule 2711, “investment banking services” include, without
limitation, acting as an underwriter in an offering for the issuer, acting as a financial adviser in a
merger or acquisition; providing venture capital, equity lines of credit, PIPEs (private investment, public
equity transaction) or similar investments; or serving as placement agent for the issuer. The term also

includes acting as a member of a selling group in a securities underwriting. 5 

Question #4

Can an office engaging solely in proprietary trading or securities lending be considered a “non-sales”
location?

Answer #4
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An office that engages solely in proprietary trading or securities lending may be considered a “non-
sales location,” provided no other sales functions are conducted and the location is not held out to the
public as a branch office.

Question #5

Can an office where a member stations a NYSE Series 16 qualified supervisory analyst solely to review
research reports be considered a “non-sales location?

Answer #5

The NYSE has provided interpretive guidance 6   regarding the Uniform Definition for members
registered with the NYSE which provides that a location where a member stations a Series 16 qualified
supervisory analyst in an office solely to review research reports is an example of a “non-sales
location.” NASD members are advised to consult NASD Rule 3010(g)(1), which provides that such
locations may be OSJs if, among other things, final approval of advertising or sales literature for use
by persons associated with the member pursuant to Rule 2210(b)(1) occurs at such location. OSJs
are required to register as branch offices. If the review of the research reports conducted from such
location constitutes something less than final approval and final approval occurs at another location,
then a firm may view such location as exempt from branch office registration; provided no other
activities at such location would require branch office registration.

Primary Residences

The Uniform Definition exempts from the definition of “branch office” any location that is an associated

person's primary residence 7   provided that: (1) only one associated person, or multiple associated persons
who reside at the location and are members of the same immediate family, conduct business from the
location; (2) the location is not held out to the public as an office and the associated person does not meet
with customers at the location; (3) neither customer funds nor securities are handled at the location; (4) the
associated person is assigned to a designated branch office, and such designated branch office is reflected
on all business cards, stationery, advertisements, and other communications to the public by the associated
person; (5) the associated person's correspondence and communications with the public are subject to the
member's supervision in accordance with NYSE Rules 342 and 472 and NASD Rule 3010; (6) electronic
communications (e.g., email) are transmitted through the member's electronic system; (7) all orders are
entered through the designated branch office or through an electronic system established by the member
that is reviewable at the branch office; (8) written supervisory procedures pertaining to supervision of sales
activities conducted at the residence are maintained by the member; and (9) a list of the residence locations
is maintained by the member.

Question #6

One of the conditions that must be satisfied for the “primary residence” exemption from the Uniform
Definition to apply is that the associated person be assigned to a designated branch office, and that the
address of such designated branch office be reflected on all business cards, stationery, advertisements,

and other communications to the public. 8   Can an associated person use the unregistered location
address in telephone directories, business cards, stationery, advertising, or sales literature, so long as such
communication also sets forth the address and telephone number of the branch office or OSJ from which the
associated person is supervised?

Answer #6

No. The use of the primary residence address in a telephone directory, business card, stationery,
advertising, or sales literature will be deemed “holding out” the location as a branch office in violation
of NYSE Rule 342.10(B)(ii) and NASD Rule 3010(g)(2)(A)(ii)(b), even if such communication also sets
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forth the address and telephone number of the branch office or OSJ from which the associated person
is supervised.

Question #7

Can an associated person use an unregistered location (e.g., primary residence) telephone number or
mobile telephone number in telephone directories, business cards, stationery, advertisements and other
communications with the public by such associated person?

Answer #7

Yes. An associated person can use the telephone number of an unregistered location or a mobile
telephone number in telephone directories, business cards, stationery, advertising or other
communications with the public, provided (1) the address of the unregistered location is not listed on
any such communication; and (2) the communication also includes the telephone number and address
of the branch office or OSJ from which the associated person is supervised.

Question #8

One of the conditions that must be satisfied for the “primary residence” exemption from the Uniform Definition
9   to apply is that “neither customer funds nor securities are handled” at the location. Are there instances
when an associated person may accept funds and/or securities and not violate this condition?

Answer #8

Associated persons may not directly accept funds or securities at their primary residence since this
would violate the “primary residence” exemption prohibition against meeting with customers at the
residence. Likewise, accepting funds or securities mailed directly to the primary residence address
would violate the prohibition against “holding out” the location as a branch office.

However, an associated person working from a primary residence may accept funds or securities at an

“office of convenience” 10   provided the following conditions are met: 1) the funds are made payable
to the member or the issuer, as the case may be; 2) the funds are not deposited by the associated
person; and 3) the associated person promptly forwards such funds or securities received from the
customer to the member or the issuer, as the case may be.

If an associated person subsequently brings funds and/or securities received from a customer at
an office of convenience to their primary residence location, it will not be considered a violation of
the “primary residence” exemption provided such funds and/or securities are promptly forwarded to
the member or issuer. However, the associated person must not exercise control over the funds or

securities. 11   Members are advised to consider the requirements of SEC Rules 15c3-1 (Net Capital
Requirements for Brokers and Dealers) and 15c3-3 (Customer Protection - Reserves and Custody of
Securities).

Question #9

One of the conditions that must be satisfied in order for the “primary residence” exemption from the Uniform

Definition 12   to apply is that electronic communications (e.g., email) are transmitted through the member's
electronic system. Further, such communications must be entered through the designated branch office or

through an electronic system established by the member that is reviewable at the branch office. 13   Can
an associated person use his or her personal email accounts to communicate with potential or existing
customers?

Answer #9

No. All electronic communications must be made through the member's electronic system and
all orders must be entered through the designated branch office or through an electronic system
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established by the member that is reviewable at the branch office. In addition, the SEC's Books and

Records Rules (SEC Rules 17a-3 and 17a-4) 14   require members to maintain records of electronic
mail communications.

Locations Other than Primary Residences

The Uniform Definition exempts from branch office registration any location, other than primary residences,

provided it is used for securities-related activities less than 30-business days in any calendar year. 15  
These locations would generally include vacation or second homes and other non-primary residences. Such
locations are subject to most of the criteria (enumerated above) imposed upon exempted primary residences.

In the context of this exemption, the term “business day” is defined to exclude any partial day, provided the
associated person spends at least four hours of such business day at his or her designated branch office
during the time period such office is normally open for business. This is intended to prevent associated
persons from regularly conducting business from locations other than their primary residence for the majority
of a business day, without such activity being counted towards the 30-business day limit.

Question #10

If a member relies on the “30-business days in one calendar year” exemption, what types of records must a
member maintain to demonstrate compliance with the “business day” limitation?

Answer #10

A member is expected to demonstrate compliance with the “business day” limitation by maintaining,
at a minimum, logs identifying any such locations, “business days” spent at such locations, and the
activities of the associated person conducted from such locations.

Question #11

If a member relies on the “30-business days in one calendar year” exemption and the location later exceeds
the 30-day threshold, must the member register the location?

Answer #11

The member's initial reliance on this exemption must be reasonably determined based on an
understanding of the use of such location. Once the 30-business day threshold has been reached,
members will have a 30 calendar-day window to register such location as a branch office.

Offices of Convenience

The Uniform Definition exempts from branch office registration “offices of convenience.” 16   An office
of convenience is defined as a location where an associated person occasionally and exclusively by
appointment meets with customers, provided such location is not held out to the public as a branch office.
Where such office of convenience is located on bank premises, certain signage may be displayed that will not
be deemed to be “holding out” the location as a branch office. Specifically, NYSE Rule 342(D) prescribes that
only signage required by the Interagency Statement (Statement on Retail Sales of Nondeposit Investment
Products required under Banking Regulations) may be displayed at such locations. NASD Rule 3010(g)(2)
(A)(iv) allows signage necessary to comply with applicable federal and state laws, rules and regulations and
applicable rules and regulations of the NYSE, other self-regulatoryorganizations, and securities and banking
regulators. Essentially, such signage is intended to prevent confusion of the part of customers who might
otherwise believe that only traditional, insured bank-related investments are being offered at the location.

Question #12

If an associated person works from multiple offices, (e.g., “bank circuit riders”), can a member rely on the
“office of convenience” exemption to not register such locations?
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Answer #12

Yes. A member may rely on this exemption to not register multiple locations that an associated person
is assigned to, provided: the associated person meets with customers only occasionally and exclusively
by appointment at any such location; and no activities occur at any such location that would require
branch office registration, including “holding out” the location as a branch office. The associated person
must, however, be assigned to at least one registered location for supervisory purposes. While bank
locations are often utilized pursuant to the “office of convenience” exemption, it is not limited to bank
locations, provided all required conditions are satisfied.

Question #13

What is the meaning of “occasionally” for purposes of the “offices of convenience” exemption pursuant to
NYSE Rule 342.10(D) and NASD Rule 3010(g)(2)(A)(iv)?

Answer #13

An associated person may meet with customers at such locations by appointment only; however, an
associated person may not establish regular business hours at such location or hold out the location as
a branch office in any way (except for signage permitted at banks as discussed above). If customers
or prospective customers know that an associated person can be met with regularly (or on some
predetermined schedule, such as the first Monday of every month) at a particular location, it would
not qualify as an office of convenience. If the associated person meets with walk-in customers at such
location, it would not qualify as an office of convenience. For example, if a member has a location in a
hospital, school, or similar type location where an associated person offers securities (such as through

403(b) type plans 17  ) and the associated person is there on a regular schedule, such location would
not qualify for this exemption.

Question #14

Can a member provide computer terminals at an office of convenience that allows Internet access by
customers to their accounts?

Answer #14

Yes. A member may provide computer terminals at an office of convenience for the limited purposes of
allowing customers to: (1) review on-line, publicly available materials concerning financial and business
information such as market quotations, economic indicators, and annual and quarterly reports on
companies; (2) make independent investment decisions to buy or sell securities for their own accounts;
(3) access their accounts; and (4) enter orders through an order entry and execution system. There
can be no publicly displayed signage on the computer terminals (other than permitted bank signage) or
other indicia of holding out.

Location Used Primarily to Engage in Non-Securities Activities

The Uniform Definition exempts from branch office registration locations where associated persons are
primarily engaged in non-securities activities (e.g., insurance sales) and from which an associated person
effects no more than 25 securities transactions in a calendar year, provided that advertisements or sales
literature (including business cards) identifying such location also set forth the locations from which the

associated person or persons are directly supervised. 18 

Question #15

If a member relies on the “non-securities transaction” exemption and the location later exceeds the “25
securities transactions in a calendar year” limitation, must the member register the location?

Answer # 15
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A member's initial reliance on this exemption must be reasonably determined based on the use of
such location (i.e., an ongoing determination must be made to determine whether the total number of
securities transactions effected from the location exceeds the 25-transaction de minimis standard).
Once the “25 securities transactions in a calendar year” threshold is exceeded, members will be given
a 30 calendar-day window to register such locations as branch offices.

Question #16

Are there any transactions that do not count towards the “25 securities transactions in a calendar year”
limitation?

Answer #16

Yes. Transactions made pursuant to automatic investment plans wherein a customer provides prior
written instructions to purchase a predetermined number of shares on a regular basis would not count
towards the “25 transactions in one calendar year limitation,” provided there is no new recommendation
given by an associated person to the customer with respect to such transactions.

Temporary Location Used as Part of a Business Continuity Plan

The Uniform Definition exempts from branch office registration any temporary location established in

response to the implementation of a business continuity plan. 19 

Question #17

If a member begins to use a temporary location as part of its business continuity plan, must it amend the
Form BR for this branch office to reflect this temporary location address?

Answer #17

No. The member should continue to use the permanent office address and telephone number if the
new location is only a temporary location being used as part of a business continuity plan. If such
temporary location becomes permanent, then the member must amend the Form BR for such location
to reflect the new address.

Calendar Year

Question #18

What is meaning of the term “calendar year” as used in the Uniform Definition?

Answer #18

The term “calendar year” means the period commencing January 1 and ending December 31.

Call Centers

Question #19

If a member operates a call center to respond to customer questions and accept orders at the direction of
the customer, without providing any advice or recommendations, must such location be a registered branch
office?

Answer #19

Yes. A call center where a member communicates with customers and enters customer orders would
qualify as a branch office under NYSE Rule 342.10 and NASD Rule 3010(g).

Main Offices
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Question #20

Must a member register its main office as a branch office?

Answer #20

A member must register its main office as a branch office if the activities at such location satisfy the

definition of “branch office.” 20 

Offices That Supervise Other Offices

NYSE Rule 342.10 and NASD Rule 3010(g)(2)(B) provide that, notwithstanding the exclusions provided
in sections 342.10(A)- (G) and 3010(g)(2)(A)(i)- (vii), respectively, any location that is responsible for
supervising the activities of persons associated with the member at one or more non-branch locations of the
member is considered to be a branch office. For example, if an associated person supervises several non-
branch locations from his primary residence, such primary residence location must be registered as a branch
office.

Question #21

What is the effective date of this provision?

Answer #21

NASD Rule 3010(g)(2)(b) became effective on January 31, 2005 as part of the Supervisory Controls

Amendments. 21   NYSE Rule 342.10 became effective on September 9, 2005.

Foreign Offices

Question #22

Are foreign offices subject to registration as branch offices?

Answer #22

Yes. Members must register any foreign office that satisfies the definition of “branch office.”

NASD Rule 1017 and Safe Harbor Implications (For NASD Members Only)

Question #23

Will a member be required to submit an application pursuant to NASD Rule 1017 if such member has an
increase in the number of branch offices?

Answer #23

NASD Rule 1017 requires that a member file an application with NASD for specified changes in
ownership or control, or any “material change in business operations as defined in Rule 1011.” NASD
IM-1011-1 creates a safe harbor for certain changes that are presumed not to be a “material change
in business operations,” and therefore do not require a member to submit an application pursuant to
NASD Rule 1017.

As a result of amended NASD Rule 3010, many members may now be required to register existing
office locations as branch offices. Registering an office existing at or prior to the time of the effective
date of the Uniform Definition will not, in and of itself, be considered a material change in business for
purposes of NASD Rule 1017, as no increase or change in the number of offices is taking place due
to the registration. Similarly, those existing offices that become branches pursuant to the amended
rule will not create any new impact to a member's safe harbor expansion allowance, as the safe

harbor provision already contemplates both registered and unregistered offices. 22   Additionally, any
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member that is currently operating pursuant to a membership agreement that contains a restriction
on business expansions will be able to register those existing office locations as branch locations, if
required, without violating that restriction, as the number of offices to which a member is restricted
already includes registered and unregistered offices.

Members are cautioned that, while the mere registration of an existing office as a branch office will
not trigger a NASD Rule 1017 filing requirement, the addition and registration of new branches may
constitute a material change in business, depending on facts and circumstances, and require NASD
approval through the membership application process. Members are encouraged to consult with their
respective district offices if they are uncertain of their filing obligations.

Questions concerning this Joint Interpretive Notice may be directed as follows:

NYSE:

Stephen Kasprzak, Principal Counsel, Rule and Interpretive Standards, at (212) 656-5226.

NASD:

Chip Jones, Vice President, Registration and Disclosure, at (240) 386-4797; Richard E. Pullano, Associate
Vice President/Chief Counsel, Registration and Disclosure, at (240) 386-4821; or Kosha K. Dalal, Associate
General Counsel, Office of General Counsel, Regulatory Policy and Oversight, at (202) 728-6903.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Attachments

Exhibit A

NYSE Rule 342. Offices — Approval, Supervision and Control

.10 Definition of Branch Office

A “branch office” is any location where one or more associated persons of a member or member
organization regularly conduct the business of effecting any transactions in, or inducing or attempting to
induce the purchase or sale of any security, or is held out as such, excluding:

(A) any location that is established solely for customer service and/or back office type functions
where no sales activities are conducted and that is not held out to the public as a branch
office;

(B) any location that is the associated person's primary residence; provided that: (i) only one
associated person, or multiple associated persons, who reside at that location and are
members of the same immediate family, conduct business at the location; (ii) the location
is not held out to the public as an office and the associated person does not meet with
customers at the location; (iii) neither customer funds nor securities are handled at that
location; (iv) the associated person is assigned to a designated branch office, and such
branch office is reflected on all business cards, stationery, advertisements and other
communications to the public by such associated person; (v) the associated person's
correspondence and communications with the public are subject to all supervisory provisions
of the Exchange's rules including, but not limited to, Rules 342 and 472; (vi) electronic
communications (e.g., e-mail) are made through the member's or member organization's
electronic system; (vii) all orders are entered through the designated branch office or an
electronic system established by the member or member organization that is reviewable
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at the branch office; (viii) written supervisory procedures pertaining to supervision of sales
activities conducted at the residence are maintained by the member or member organization;
and (ix) a list of the locations is maintained by the member or member organization;

(C) any location, other than a primary residence, that is used for securities business for less than
30 business days in any one calendar year, provided the member or member organization
complies with the provisions of (ii) through (viii) of paragraph (B) above;

(D) any office of convenience, where the associated person occasionally and exclusively by
appointment meets with customers, which is not held out to the public as a branch office
(where such location is on bank premises, however, only signage required by the Interagency
Statement (Statement on Retail Sales of Nondeposit Investment Products required under
Banking Regulations) may be displayed);

(E) any location that is used primarily to engage in non-securities activities and from which
the associated person effects no more than 25 securities transactions in any one calendar
year; provided that any advertisements or sales literature identifying such location also sets
forth the address and telephone number of the location from which the associated person
conducting business at the non-branch locations are directly supervised;

(F) the Floor of a registered national securities exchange where a member or member
organization conducts a direct access business with public customers; or

(G) a temporary location established in response to the implementation of a business continuity
plan.

Notwithstanding the exclusions in subparagraphs 342.10(A) - (G), any location that is responsible for
supervising the activities of persons associated with a member or member organization at one or more
non-branch locations of such member or member organization is considered to be a branch office.

For purposes of this Rule, the term “business day” shall not include any partial business day provided
that the associated person spends at least four hours on such business day at his or her designated
branch office during the hours that such office is normally open for business.

For purposes of this Rule, the term “associated person of a member or member organization” is
defined as a member, allied member, or employee associated with a member or member organization.

For purposes of Rule 342.10(B)(viii), written supervisory procedures shall include criteria for on-site
for cause reviews of an associated person's primary residence. Such reviews must utilize risk-based
sampling or other techniques designed to assure compliance with applicable securities laws and
regulations and with NYSE rules.

For purposes of Rule 342.10(B)(viii) and (C), written supervisory procedures for such residences and
other remote locations must be designed to assure compliance with applicable securities laws and
regulations and with NYSE Rules.

Factors which should be considered when developing risk-based sampling techniques to determine the
appropriateness of on-site for cause reviews of selected residences and other remote locations shall
include, but not be limited to, the following: (i) the firm's size; (ii) the firm's organizational structure; (iii)
the scope of business activities; (iv) the number and location of offices; (v) the number of associated
persons assigned to a location; (vi) the nature and complexity of products and services offered; (vii) the
volume of business done; (viii) whether the location has a Series 9/10-qualified person on-site; (ix) the
disciplinary history of the registered persons or associated persons, including a review of such person's
customer complaints and Forms U4 and U5; and (x) the nature and extent of a registered person's or
associated person's outside business activities, whether or not related to the securities business.

* * *

Exhibit B
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NASD Rule 3010 - Supervision

(g) Definitions

(2) (A) A “branch office” is any location where one or more associated persons of a member regularly
conducts the business of effecting any transactions in, or inducing or attempting to induce the purchase or
sale of any security, or is held out as such, excluding:

(i) Any location that is established solely for customer service and/or back office type functions where
no sales activities are conducted and that is not held out to the public as a branch office;

(ii) Any location that is the associated person's primary residence; provided that:

a. Only one associated person, or multiple associated persons, who reside at that location
and are members of the same immediate family, conduct business at the location;

b. The location is not held out to the public as an office and the associated person does not
meet with customers at the location;

c. Neither customer funds nor securities are handled at that location;
d. The associated person is assigned to a designated branch office, and such designated

branch office is reflected on all business cards, stationery, advertisements and other
communications to the public by such associated person;

e. The associated person's correspondence and communications with the public are subject
to the member's supervision in accordance with Rule 3010;

f. Electronic communications (e.g., e-mail) are made through the member's electronic
system;

g. All orders are entered through the designated branch office or an electronic system
established by the member that is reviewable at the branch office;

h. Written supervisory procedures pertaining to supervision of sales activities conducted at
the residence are maintained by the member; and

i. A list of the residence locations is maintained by the member;
(iii) Any location, other than a primary residence, that is used for securities business for less than 30

business days in any one calendar year, provided the member complies with the provisions of
paragraph (A)(2)(ii)a. through h. above;

(iv) Any office of convenience, where associated persons occasionally and exclusively by appointment

meet with customers, which is not held out to the public as an office; * 
(v) Any location that is used primarily to engage in non-securities activities and from which the

associated person(s) effects no more than 25 securities transactions in any one calendar year;
provided that any advertisement or sales literature identifying such location also sets forth the
address and telephone number of the location from which the associated person(s) conducting
business at the non-branch locations are directly supervised;

(vi) The Floor of a registered national securities exchange where a member conducts a direct access
business with public customers; or

(vii) A temporary location established in response to the implementation of a business continuity plan.

(B) Notwithstanding the exclusions provided in paragraph (2)(A), any location that is responsible for
supervising the activities of persons associated with the member at one or more non-branch locations of the
member is considered to be a branch office.

(C) The term “business day” as used in Rule 3010(g)(2)(A) shall not include any partial business day provided
that the associated person spends at least four hours on such business day at his or her designated branch
office during the hours that such office is normally open for business.

* * * * *

IM-3010-1. Standards for Reasonable Review
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In fulfilling its obligations pursuant to Rule 3010(c), each member must conduct a review, at least annually,
of the businesses in which it engages, which review must be reasonably designed to assist in detecting
and preventing violations of and achieving compliance with applicable securities laws and regulations
and with NASD Rules. Each member shall establish and maintain supervisory procedures that must take
into consideration, among other things, the member's size, organizational structure, scope of business
activities, number and location of offices, the nature and complexity of products and services offered, the
volume of business done, the number of associated persons assigned to a location, whether a location
has a principal on-site, whether the office is a non-branch location, the disciplinary history of registered
representatives or associated persons, etc. The procedures established and the reviews conducted must
provide that the quality of supervision at remote offices is sufficient to assure compliance with applicable
securities laws and regulations and with NASD Rules. With respect to a non-branch location where a
registered representative engages in securities activities, a member must be especially diligent in establishing
procedures and conducting reasonable reviews. Based on the factors outlined above, members may need
to impose reasonably designed supervisory procedures for certain locations and/or may need to provide for
more frequent reviews of certain locations.

* * * * *

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Exchange Act Release No. 52402 (September 9, 2005); 70 FR 54788 (September 16, 2005); File
No. SR-NYSE-2002-34. See also NYSE Information Memo 05-74 dated October 6, 2005.

2  See Exchange Act Release No. 52403 (September 9, 2005); 70 FR 54782 (September 16, 2005); File
No. SR-NASD-2003-104. See also NASD Notice to Members 05-67 dated October 2005.

3  See Exchange Act Release No. 52543 (September 30, 2005); 70 FR 58771 (October 7, 2005); File No.
SR-NYSE-2005-13 and Exchange Act Release No. 52544 (September 30, 2005); 70 FR 58764 (October
7, 2005); File No. SR-NASD-2005-030. See also NASD Notice to Members 05-66 dated October 2005.

4  For purposes of this Joint Interpretive Notice, the term “member” refers to NASD members and NYSE
member organizations.

5  See NYSE Information Memo No. 02-26 dated June 26, 2002 and NASD Notice to Members 02-39
dated July 2002.

6  See NYSE Information Memo No. 05-74 dated October 6, 2005.
7  NYSE Rule 342.10(B) and NASD Rule 3010(g)(2)(A)(ii).
8  NYSE Rule 342.10(B)(iv) and NASD Rule 3010(g)(2)(A)(ii)(d).
9  NASD Rule 3010(g)(2)(A)(ii)(c) and NYSE Rule 342.10(B)(iii).

10  NYSE Rule 342.10(D) and NASD Rule 3010(g)(2)(A)(iv).
11  See 17 CFR 240.15c3-1 and 15c3-3. See also NASD Notice to Members 93-30 (NASD Provides

SECApproved Clarifications and Interpretations to Recent Net Capital Rule Amendments).
12  NYSE Rule 342.10(B)(vi) and NASD Rule 3010(g)(2)(A)(ii)(f).
13  NYSE Rule 342.10(B)(vii) and NASD Rule 3010(g)(2)(A)(ii)(g).
14  See 17 CFR 240.17a-3 and 17a-4.
15  NYSE Rule 342.10(C) and NASD Rule 3010(b)(2)(A)(iii).
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16  NYSE Rule 342.10(D) and NASD Rule 3010(g)(2)(A)(iv).
17  Internal Revenue Code Section 403(b).
18  NYSE Rule 342.10(E) and NASD Rule 3010(g)(2)(A)(v).
19  NYSE Rule 342.10(G) and NASD Rule 3010(g)(2)(A)(vii). For additional information on business

continuity plans, see NYSE Rule 446 (Business Continuity and Contingency Plans) and NYSE
Information Memos No. 04-24 dated May 3, 2004; No. 05-63 dated September 2, 2005; No. 05-71 dated
September 23, 2005; and No. 05-80 dated October 13, 2005. See also NASD Rules 3510 (Business
Continuity Plans) and 3520 (Emergency Contact Information) as well as NASD Notice to Members 04-37
(SEC Approves Rules Requiring Members to Create Business Continuity Plans and Provide Emergency
Contact Information) dated May 2004.

20  Adoption of the Uniform Definition supersedes any prior statements made concerning the registration
requirements applicable to members' main offices under NYSE and NASD rules. See NYSE Information
Memos No. 05-74 and No. 05-75. Further, NASD notes that IM-1000-4 addresses the need for members
to keep their membership applications current, as well as to properly designate and register OSJs and
branch offices. NASD intends to propose future amendments to IM-1000-4 to reflect the SEC's approval
of the Uniform Definition and new Form BR.

21  See Exchange Act Release No. 49882 (June 17, 2004); 69 FR 35108 (June 23, 2004); File No.
SRNYSE-2002-36. See also Notice to Members 05-08 dated January 2005.

22  See NASD IM-1011-1.
*  Where such office of convenience is located on bank premises, signage necessary to comply with

applicable federal and state laws, rules and regulations and applicable rules and regulations of the
NYSE, other self-regulatory organizations, and securities and banking regulators may be displayed and
shall not be deemed "holding out" for purposes of this section.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 06-11

Click to open document in a browser

March 16, 2006

   ATTENTION: CHIEF EXECUTIVE OFFICERS, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS, RESEARCH DEPARTMENTS, REGISTRATION, AND CONTINUING EDUCATION
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NYSE Rule 351(a)(1) Guidance On Reporting Requirements

NYSE Rule 351(a) requires the submission of a Form RE-3 whenever certain events enumerated in the
rule occur. Similarly, filings of Forms U4 and U5 must also be made pursuant to NYSE Rule 345 upon the
occurrence of specified events. In this memorandum, the NYSE provides guidance to firms particularly as to
the requirements to report under NYSE Rule 351(a)(1).

Pursuant to NYSE Rule 351(a)(1), a Form RE-3 filing must be made whenever a member or member
organization or an allied member or employee has violated any securities law or regulation, or any agreement
with or rule or standards of conduct of any governmental agency, self regulatory organization or business
or professional organization or engaged in conduct inconsistent with just and equitable principle of trade
or detrimental to the interests or welfare of the Exchange. The obligation to report attaches once the firm
has concluded that violative conduct has taken place. Additionally, the obligation to report must be read
in conjunction with the reporting requirements of NYSE Rule 351(a)(10), which sets forth the standards for
reporting disciplinary action taken by a firm against an employee.

Accordingly, if a firm has concluded that an individual has engaged in violative conduct and imposes
discipline less severe than that which is required to be reported under NYSE Rule 351(a)(10), then the firm
need not make a filing under NYSE Rule 351(a)(1) with respect to that employee's conduct.

Similarly, if a firm determines to discharge a registered employee as a direct consequence of misconduct,
the NYSE expects a Form U5 filing will be made that clearly identifies the circumstances resulting in the
termination. An RE-3 filing need not be made since the Form U5 filed with the NYSE would satisfy the
requirements of the rules. Should a non-registered employee be discharged for violative conduct, the NYSE
expects an RE-3 filing would be made identifying the circumstances that resulted in the termination.

The reporting guidance discussed above assumes a firm will impose some form of discipline whenever
it determines violative conduct, beyond a di minimus level, has taken place by an individual with which it
is associated. Discipline may include letters of caution or education and written reprimands issued to an
employee. Should a firm determine not to impose discipline against an individual, a filing need only be made
under NYSE Rule 351(a)(1) for any recidivist or ongoing violative conduct.

It should also be noted that activity may occur or fail to occur at the firm level, not specific to an employee,
that constitutes a violation of NYSE rules or securities laws or regulations. Isolated or individual exceptions
to otherwise effective and regulatory compliant operations are not the sort of matters that would trigger a
reporting obligation under the rule. Rather, systemic firm failures involving numerous customers, multiple
errors or significant dollar amounts should be reported.

In addition, discovery of violative conduct by the firm or its employees that is not systemic but has widespread
or potential widespread impact to the firm, its customers, or the industry would require the firm to report the
matter under NYSE Rule 351(a)(1).

Making the appropriate filing under NYSE Rule 351(a) should not discourage members and member
organizations from otherwise contacting NYSE Regulation to discuss any violation discovered and the steps
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being taken to cure it. However, such discussions cannot obviate the obligation to make a timely submission
via Form RE-3 pursuant to NYSE Rule 351(a)(1).

Any questions relating to this memorandum may be addressed to Charles Shanley, Enforcement Director at
(212) 656-2649 or via e-mail at cshanley@nyse.com.

____________________________

Susan L. Merrill

Executive Vice President

Division of Enforcement

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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March 17, 2006

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: DISCLOSURES AND SALES PRACTICES CONCERNING MARKET INDEXED/LINKED
CERTIFICATES OF DEPOSIT

Introduction

Recent sales practice reviews have raised regulatory concerns relating to the marketing of certificates of
deposit (“CDs”) that are linked to market indices. Of particular concern is the adequacy of disclosure materials
used in connection with the sale of these instruments to customers and whether registered representatives
and customers fully understand the product and how it differs from conventional CDs. This Information Memo
provides member organizations with guidance regarding the sale of these products pursuant to NYSE Rules

401 (“Business Conduct”) and 405 (“Diligence as to Accounts”). 1 

While this Information Memo deals specifically with market-linked CDs, many of the responsibilities discussed
are generally applicable to other products. Where new products are brought to market, member organizations
have a responsibility to make certain that the product is well understood, both by its originators and by its
sales force. Member organizations must identify the customer criteria that will define the appropriate market
for the product generally, and provide training to their registered representatives to assure that they can
identify customers for whom it may be suitable. This will entail education for the registered representatives
and development of disclosure materials for the intended customers. Lastly, member organizations should
devise internal procedures to monitor and supervise the new product sales and identify any problems that
may arise from its novelty or complexity.

General Product Description

Market Indexed/Linked CDs (“MCDs”) are hybrid investments often marketed to customers as providing the
ability to participate in the gains of a market index, such as the S&P 500, while guaranteeing the return of
principal at maturity. MCDs usually combine zero-coupon bonds with stock options on the underlying market
index. When held to maturity, MCDs are intended to offer a return of their initial investment with potential
upside gain, based on the performance of the underlying index. MCDs are also often purported to provide
account diversification because of the instrument's relationship to the underlying index, thus increasing the
breadth of a portfolio by participation in the index. MCDs are insured by the FDIC for up to $100,000 per
account held at each institution. Immediate redemption of the MCD in case of the beneficial owner's death
may be permitted.

Disclosures Related to Market Indexed and Market Linked CDs

When marketing MCDs, certain disclosures should be made to customers due to the unique nature of the
instruments. Customers can easily confuse MCDs with CDs traditionally issued by banks, particularly if they

are sold by registered individuals located within banks. 2   Member organizations should assure that the risks
associated with MCDs are clearly explained and that appropriate disclosures are provided to customers prior
to or at the point of sale. Such disclosures may be conveyed through an oral review of the applicable risks in
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conjunction with the provision of a written disclosure document. Some of the risks and features that should be
clearly disclosed to customers are listed below.

Market Risk

Unlike traditional bank CDs, MCDs are subject to market risk if they are sold prior to maturity, which is
typically 5 - 7 years. As with negotiable fixed rate CDs, if an MCD is liquidated prior to maturity, it may be
worth less than the purchase amount or face value as its value is dependent upon fluctuations in interest
rates and the performance of the specified index.

Liquidity Risk

Customers may have limited opportunities to redeem MCDs prior to maturity; a secondary market is not
guaranteed and may not exist. In most instances, MCDs can be redeemed only on pre-specified liquidation
dates. Therefore, customers may not be able to redeem the MCD on the exact date that they may want or
need their money to be available.

Call Risk

Some MCDs may have call features that allow the issuing organization to call the MCD prior to its maturity
with prior written notification to the customer. If called, the MCD will be redeemed at the call price and the
customer may not realize the same return as he or she would have had the MCD not been called or if it had
been called at a later date. In addition, the customer may not be able to reinvest the proceeds in a similar
instrument since interest rates and index levels may have changed since the MCD was initially purchased.
It is important that customers understand that an MCD is only callable by the issuing institution and that the
customer does not have the right to put the MCD back to the issuing institution.

Tax Implications

The tax implications to the customer must also be clearly disclosed, including an explanation of the
differences in tax treatment between MCDs and traditional CDs. As with zero coupon bonds, even though the
actual interest is not received until maturity, the customer will be required to pay tax on the increase in the
accreted value of the MCD on a yearly basis, where it is held in a taxable account.

Valuation

MCDs are typically priced based on an average of the value of the linked index on pre-specified valuation
dates less the value of the linked index on the initial purchase date. Customers should be advised, preferably
in writing, of the method used to derive valuation and, if applicable, that the price may not be based on the
actual closing value of the linked index on the final maturity date.

Where practicable, MCDs should be priced at market value on customer account statements, not at the

purchase amount or at par unless that is the actual market price. 3   By pricing the MCDs at par or at the
initial purchase amount, customers may be led to believe that the value of the MCD is greater than the
actual market price and may expect a greater return if they try to sell it prior to maturity. Where the member
organization is unable to price MCDs at market value, disclosure should be made as to the limitations of the
stated price. Such disclosure may be made on the statement itself or the statement could refer the customer
to where additional information is available.

It is also important to disclose to customers that the market value of an MCD may not correspond directly to
increases or decreases in the underlying linked index. For example, a 15% increase in the underlying index
may not result in a corresponding 15% increase in the value of the MCD's index component. An MCD may
cap the potential return on the underlying index at, for example, 6%. Any limitation or cap on the potential
upside return must be clearly disclosed to customers in a readily understandable, plain English, format.
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Training

All registered individuals who sell this product should receive proper training and should fully understand the
product prior to soliciting customers. Such training, which may be incorporated into the Firm Element of the

member organization's Continuing Education program, 4   should fully reflect the details, characteristics and
risks of the product and the ways in which it differs from conventional CDs. A mere acknowledgement by a
registered individual that he or she is familiar with MCDs may not be sufficient to ensure that the individual
fully understands and is qualified to sell them.

Summary

As always, the proper disclosure of risks associated with all investment products is necessary. However,
a higher level of caution should be exercised with MCDs as they may not be fully understood by investors
and thus could be easily mistaken for a traditional bank issued CD. Member organizations should carefully
consider the use of a brief disclosure document, clearly outlining all the features and risks of the MCD. Any
disclosure document should be written in plain English and should be tailored to the needs of the expected
class of persons to whom the MCDs will be marketed.

Disclosures may be made orally in the course of recommending a purchase in conjunction with the provision
of a written disclosure document. Member organizations are urged to use the most effective means at their
disposal to assure fair and adequate disclosure on a timely basis.

If there are any questions regarding this Information Memo, please contact Gregory Taylor at 212-656-2920
or William Jannace at 212-656-2744.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See also NYSE Information Memos Nos. 01-05 and 01-19 for related guidance.
2  While banking and securities regulators have detailed rules prescribing the separation of bank and

brokerage activities on bank premises, the sale of these products requires especial care, since their
terminology could easily lend itself to misunderstanding. See also Information Memo 05-74, announcing
the approval of a new branch office definition and exceptions for "offices of convenience."

3  See Information Memo 01-05 for guidance on this point.
4  See NYSE Rule 345A(b).
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March 16, 2006

   ATTENTION: TRADING DESKS, ORDER ROOMS, COMPLIANCE DIRECTORS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: EXPIRATION FRIDAY - March 17, 2006 - RULE 123C

IMPORTANT

March 17, 2006 will be a quarterly Expiration Friday for stock and index options and stock and index futures
products, whose settlement pricing is based upon Exchange opening or closing prices on that day. In
addition, on that day, Standard & Poor's (“S&P”) will effect a quarterly share rebalance of the S&P 500, S&P
MidCap 400 and S&P SmallCap 600 indices.

This Information Memorandum is being distributed to remind members and member organizations of certain
rules and policies of the Exchange with respect to market-onclose/limit-on-close (“MOC/LOC”) order entry
and imbalance publication procedures.

S&P Quarterly Rebalance

On March 17, 2006, S&P will again effect a quarterly share rebalancing of the S&P 500, the S&P
MidCap 400 and S&P SmallCap 600 indices. Details concerning these will be posted on S&P's website
(www.standardandpoors.com).

Market-On-Close/Limit-On-Close Order Entry Procedures

Members and member organizations are strongly urged to carefully review their procedures for entering
MOC and LOC orders. In this regard, such orders should be entered with the specialist as early in the day
as feasible. This will provide an opportunity for specialists to better ascertain possible order imbalances
that might exist at the close, and to disseminate that information. Consequently, efforts can be made more
effectively to contact potential offsetting interest which could mitigate any existing imbalance.

Index arbitrageurs are reminded that MOC/LOC orders relating to expiring derivative instruments whose
settlement pricing is based upon NYSE closing prices may not be entered after 3:40 p.m., even if such orders
might offset MOC imbalances published on the tape after 3:40 p.m.

Market-On-Close/Limit-On-Close Imbalance Publication Procedures

a. Informational MOC imbalance publications between 3:00 p.m. and 3:40 p.m.

In view of possible greater than normal volume on March 17, 2006, specialists should disseminate MOC
imbalances as early as possible. Between 3:00 p.m. and 3:40 p.m., specialists are encouraged to publish
informational MOC imbalances of any size that could cause significant price dislocation at the close. These
publications are informational only and do not limit MOC/LOC order entry or cancellation before 3:40 p.m.
Pursuant to Rule 123C, publication of informational imbalances requires Floor Official approval.

Members and member organizations are reminded that under Rule 123C, publication of informational
imbalances between 3:00 p.m. and 3:40 p.m. are to be updated as soon as practicable after 3:40 p.m.

b. Required MOC imbalance publications at 3:40 p.m. and 3:50 p.m.
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As soon as practicable after 3:40 p.m., the specialist must publish any imbalance of 50,000 shares or more,
regardless of whether an informational imbalance was published. In addition, any specialist who published an
informational imbalance of any size must publish an update, indicating either the current imbalance or a “no
imbalance” situation as soon as practicable after 3:40 p.m. In situations where the specialist did not publish
an imbalance or a “no imbalance” notification at 3:40 p.m., but an order imbalance occurred after 3:40 p.m.,
the specialist may publish such imbalance at 3:50p.m. in a manner consistent with the requirements set forth
in Rule 123C and this memorandum.

As soon as practicable after 3:50 p.m., specialists must update imbalances published at 3:40 p.m. or
indicate “no imbalance”. If the specialist reported “no imbalance” at 3:40 p.m., the specialist must publish any
significant imbalance or any imbalance of 50,000 shares or more as soon as practicable after 3:50 p.m.

c. Recommended MOC imbalance publications

Specialists are encouraged to publish MOC imbalances of fewer than 50,000 shares that could cause
significant price dislocation at the close. With respect to such imbalance publications at either 3:40 p.m. or
3:50 p.m., specialists are expected to obtain Floor Official approval prior to publication if possible.

Adequacy of operations and supervisory staff

Specialists should ensure that both operational and supervisory staffing are sufficient to monitor and process
all orders, regardless of the form in which they are received, as well as to handle the increased workload.
Specialists should seek the advice of a Floor Official for unusual situations as early as possible.

See Rule 123C for further discussion of procedures for MOC and LOC orders.

Expiration Day Opening Imbalance Publication

Exchange Rule 123C has been amended to eliminate the publication of market order imbalances of 50,000
shares or more in all stocks via the low-speed ticker and the news services. This provision was eliminated
because, on occasion, the practice of publishing only pre-opening market order imbalances prompted
concerns from some market participants that the information might be misleading, since the imbalances
disseminated may not show the true imbalance situation in a stock. This was of special concern in those
stocks that are part of an expiring index whose settlement is based on NYSE opening prices, since limit
orders are not included in the imbalance publication. As a result, the Exchange eliminated these publications.

The Exchange will, however, continue to utilize its pre-opening procedures with respect to price indications
in situations where the opening price would be affected by an imbalance of buy and sell orders, both market
and limit orders, in a security. These procedures, as set forth in Rule 123D (“Openings and Halts in Trading”),
provide ample notification to the marketplace through multiple price indications if necessary under the
supervision of a Floor Official.

In addition, Intermarket Trading System procedures contained in NYSE Rule 15 (ITS and Pre-Opening
Applications) require pre-opening price notifications if the opening price of a stock is anticipated to be more
than .10 of a point from a composite last sale under $15 or more than .25 of a point from a composite last
sale of $15 or higher.

These procedures set forth in Rule 123D and Rule 15 have proven effective in providing adequate and useful
information to the marketplace in situations involving price changes based on order imbalances and the
Exchange believes they will continue to do so.

Due Diligence Requirements and Compliance Procedures

Consistent with the requirements of Exchange Rule 405, before any at-the-close order is transmitted to the
Floor, the member or member organization accepting the order must exercise due diligence to learn the
essential facts relative to the order, including the purpose and propriety of the at-the-close instruction. In
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addition, an imbalance of orders at or near the close, caused in part by the entry of such orders, could lead to
trading being halted in the security and such orders not receiving an execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep
in mind the requirements of Exchange Rule 97 regarding member trading. Firms should review procedures
utilized in connection with orders to be executed at or near the close with their traders and other order entry
personnel. Firms should also review systemic order entry functions (e.g., algorithms or “smart servers”) for
compliance with the provisions of this Information Memorandum. Firms should also review the provisions of
Information Memo No. 95-28 (July 10, 1995) (see Attachment A), which discussed trading near the close and
trading activity that would constitute violations of Exchange Rules as well as federal securities laws.

In that connection, firms are reminded that where a firm has committed to purchase from (sell to) a customer
an order at a price that is derived from the closing price (e.g., VWAP and MOC orders), reserving a significant
position of its hedging or covering transaction to be executed at or near the close, it must operate with
substantial care. If the transaction is completed in a manner that does not effectively place the firm at market
risk or if the transaction does not provide an opportunity for possible contra side interest to develop and/or
react to the activity, it would raise manipulative concerns and would operate as conduct inconsistent with just
and equitable principles of trade. This could occur if a firm's trader or firm's “smart server” entered a single or
multiple orders into the market at or near the close.

In addition, members and member organizations should review other applicable SEC and New York Stock
Exchange regulations, such as Section 9(a)(2) of the Securities Exchange Act and Rules 10a-1, 10b-5, as
well as the margin and capital rules. Firms must ensure that they have adequate policies and procedures in
place to detect, deter, and prevent such potentially violative conduct.

Questions concerning this memorandum may be addressed to the following persons or areas in the Market
Surveillance Division:

Rohan Prashad, Director, Member Trading and Audit Trail at (212) 656-6772

On Floor Surveillance Unit at (212) 656-5321

______________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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March 14, 2006

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: HYBRID MARKET IMPLEMENTATION-EXTENSION OF PHASE I PILOT

* * IMPORTANT – TIME SENSITIVE INFORMATION * *

The Hybrid Market Phase 1 Pilot has been extended through March 24, 2006.

In Information Memo 05-98 (December 14, 2005), the Exchange announced a pilot to put into operation
Phase 1 of the Exchange’s Hybrid Market initiative (the “Pilot”) with respect to approximately 200 NYSE
securities (“Pilot Securities”).

At that time, the Exchange announced that the Pilot would last 90 calendar days from the date the Pilot was
approved or until the SEC approves the NYSE’s Hybrid Market filings, whichever comes first. Accordingly, the
Pilot was scheduled to expire on March 13, 2006.

This is to advise you that the Pilot has been extended through March 24, 2006, while the Commission
continues to consider the NYSE’s Hybrid Market filings.

Questions regarding this Information Memo and 05-98 should be directed as follows:

General Questions -- Rules:

Donald Siemer, Director, Office of the General Counsel (212-656-6940)

Daniel Labovitz, Director, Market Surveillance (212-656-2081)

Jeff Rosenstrock, Principal Rule Counsel, Office of the General Counsel (212-656- 5499)

Douglas Witter, Senior Special Counsel, Market Surveillance (212-656-4875)

General Questions – Operations and Technology:

Anne E. Allen, Executive Vice President, Floor Operations (212-656-4582)

Lou Pastina, Senior Vice President, Market Development (212-656-6821)

Cautionary Note Regarding Forward-Looking Statements

Certain statements in the documents or disclosures in this Information Memorandum may contain forward-
looking statements within the meaning of the Private Securities Litigation Reform Act of 1995. These
statements are based on NYSE Group’s current expectations and involve risks and uncertainties that could
cause NYSE Group’s actual results to differ materially from those set forth in the statements. There can
be no assurance that such expectations will prove to be correct. Actual results may differ materially from
those expressed or implied in the forward-looking statements. Factors that could cause NYSE Group’s
results to differ materially from current expectations include, but are not limited to: NYSE Group’s ability to
implement its strategic initiatives, economic, political and market conditions and fluctuations, government
and industry regulation, interest rate risk and U.S. and global competition, and other factors detailed in NYSE
Group’s Registration Statement on Form S-1 and periodic reports filed with the U.S. Securities and Exchange
Commission. In addition, these statements are based on a number of assumptions that are subject to change.
Accordingly, actual results may be materially higher or lower than those projected. The inclusion of such
projections herein should not be regarded as a representation by NYSE Group that the projections will prove
to be correct. We undertake no obligation to release any revisions to any forward-looking statements.

___________________________
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Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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March 13, 2006

   ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBER ORGANIZATIONS

SUBJECT: NYSE RULE 342.30 - ANNUAL REPORT; CHIEF COMPLIANCE OFFICER DESIGNATION;
CHIEF EXECUTIVE OFFICER CERTIFICATION

On December 16, 2005, the New York Stock Exchange (the “Exchange”) issued Information Memo 05-101,
which sets forth guidelines by which a member organization should comply with the requirements of
recently amended New York Stock Exchange Rule 342.30 (“Annual Report”). Under the amended rule,
member organizations are required to file by April 1 of each year: 1) a report that addresses the member
organization’s supervision and compliance efforts during the preceding calendar year, as well as ongoing
compliance processes and procedures, and 2) a certification by the member organization’s Chief Executive
Officer that processes are in place to establish, maintain, modify, test, and review policies and procedures
reasonably designed to achieve compliance with applicable Exchange rules and federal securities laws and
regulations.

In order to provide a mechanism for the automated filing of the annual report, the Exchange will be issuing a
survey via the Electronic Filing Platform (“EFP”). The survey will require each member organization to identify
the Chief Executive Officer (“CEO”) who will be attesting to the required certification and the designated Chief
Compliance Officer (“CCO”). Member organizations are reminded that the CCO must be a principal executive
officer or general partner of the member organization, which thus requires his or her designation as an allied

member. 1   If it has not done so already, the member organization should amend Schedule A of Form BD to
reflect this change to the CCO’s status and should also update its profile information with the Exchange via

EFP. 2 

In addition, the survey will require each member organization to attach an electronic copy of its Annual
Compliance Report; the electronic copy should be in PDF format, although it will be accepted in any standard
electronic format (e.g., Word document). April 1, 2006 is a non-business day, therefore the survey must be
submitted via EFP no later than April 3, 2006. An email will be sent to the CEO and CCO of the member
organization alerting them that the EFP survey is available; the filing window is open starting March 13. The
Chief Executive Officer Certification, a sample of which was provided as Exhibit C of Information Memo
05-101, is required this year to be filed in hardcopy, addressed to your Finance Coordinator, and submitted
no later than April 3, 2006.

Note that subsection (e)(iii) of Rule 342.30 refers to a report 3   that must be reviewed by the CEO and others
to support the certification that the firm has processes in place to establish, maintain, review, modify and
test policies and procedures. Subsection (e)(iii) requires that this report be submitted to the organization’s
board and audit committee (if such committee exists). A question has been raised as to whether submittal
of the report must be prior to certification. Rule 342 requires that, while submittal of the report to the board
and audit committee (if such committee exists) is required prior to certification, neither the board nor the
audit committee is required to review or approve the report prior to certification. Further, the report need not
be submitted pursuant to a formal meeting of the board or committee, as long as delivery to its members is
made.

Any questions regarding the process should be directed to your Finance Coordinator.
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___________________________

William J. Wollman

Vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See NYSE Rule 304(b).
2  See Information Memo 04-61.
3  Note that the “report” referenced in subsection (e)(iii) is an internal report, not to be confused with the

“Annual Report” required to be submitted to the Exchange.
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March 8, 2006

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: FLOOR OFFICIAL APPROVAL FOR ADJUSTED TRADES IN NYX STOCK ONLY

* * IMPORTANT - TIME SENSITIVE INFORMATION * *

The New York Stock Exchange, Inc. and Archipelago Holdings, Inc. consummated their merger on Tuesday,
March 7, 2006. The new corporate entity is NYSE Group, Inc. and trades under the new symbol NYX on the
NYSE Market. NYX stock will begin trading today, March 8, 2006.

Floor members are reminded that if they seek to cancel or correct trades that have been previously printed
to the Consolidated Tape, they must comply with the provisions of NYSE Rule 128B, including obtaining
approval from a Floor Official, and publishing the corrected transaction on the tape or in the “sales sheet”.
This applies to all stocks, including NYX.

I. Floor Official Obligations Regarding Potential Conflicts of Interest in NYX

If asked to evaluate a tape correction request in connection with trading in NYX, Floor Officials should be
mindful of any potential conflicts of interest that would preclude them from making a ruling. As with any
approval request, Floor Officials should recuse themselves if they are holding orders in NYX, as principal or
agent, or if, earlier on the same day, they initiated, directly or indirectly, a trade in NYX for any account over
which they have discretion.

Please note that Floor Officials who hold restricted stock in NYSE Group as a result of the merger with
Archipelago Holdings may still be able to act as a Floor Official in connection with NYX. If called to act as a
Floor Official in connection with NYX, such members should balance the Exchange's need for their services
with the potential conflict of interest presented, and should take into account whether there are other qualified
officials available to handle the situation who are not conflicted. Floor Officials should consult pages 3-4 of the
Floor Official Manual (June 2004) for further discussion of their obligations in this regard.

II. Floor Officials Must Report Approvals of Tape Corrections in NYX

Under NYSE Rule 497, NYSE Group, Inc. is required to make quarterly reports to the Securities and
Exchange Commission concerning, among other things, trade adjustments made in NYX. As a result, NYSE
Floor Officials are required to use the attached form to report trade adjustments in NYX, and promptly
deliver the form to the On-Floor Surveillance Unit in the Extended Blue Room.

Floor Officials should be careful to record all relevant data on the form regarding the NYX trade in question.
The new Floor Official Approval Form for NYX Trade Adjustments is attached as Exhibit A.

The Form and procedures described in this Information Memo may change at a later date, and such changes
will be described in a later Information Memo.

Questions regarding this Information Memo should be directed as follows:

General Questions — Rules:

Daniel M. Labovitz, Director, Market Surveillance (212-656-2081)

David De Gregorio, Chief Counsel, Market Surveillance (212-656-4166)

Gordon Brown, Manager, On-Floor Surveillance Unit (212-656-5321)
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___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Attachments

Floor Official Approval Form for NYX Trade Adjustments

Badge Number and Give Up Information
 

Buyer Badge #
 

Seller Badge #
 

Give Up
 

Give Up
 

Buyer Badge #
 

Seller Badge #
 

Give Up
 

Give Up
 

Buyer Badge #
 

Seller Badge #
 

Give Up
 

Give Up
 

Buyer Badge #
 

Seller Badge #
 

Give Up
 

Give Up
 

 

(if more space is needed, continue on reverse)

Original Trade Information
 

Trade Date Print Time Price Volume
 

 

Type of Adjustment
 

Cancel
 

Add to Tape (complete information below)
 

Adjustment (complete information below)

Adjustment Information
 

Date of Adjustment Time Price Volume
 

 

Reason for Adjustment
 

 

 

Floor Official (print name) Floor Official Badge #
   

Floor Official Signature
 

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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February 17, 2006

   ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: REPORTING REQUIREMENTS UNDER RULE 351(e) RELATING TO RULE 342.21(b)
INTERNAL INVESTIGATIONS

Introduction

Pursuant to Rule 342.21, members and member organizations are required to review proprietary, employee
and employee-related trading in NYSE-listed securities and related financial instruments and conduct “internal
investigations” of trades that may violate securities laws and rules prohibiting insider trading and manipulative
and deceptive devices. Members and member organizations are further required to file with the Exchange
reports relating to such internal investigations pursuant to Rule 351(e).

The need to identify potentially violative trades and conduct appropriate internal investigations of such
trades is an important compliance mechanism. The purpose of this memorandum is to remind members and
member organizations that they must have an appropriate set of policies and procedures designed to identify
the particular potentially violative trades as to which members and member organizations are required to
conduct internal investigations.

In addition, complete and accurate reporting of internal investigations requires members and member
organizations to take appropriate steps to ensure that all of their Rule 342.21(b) internal investigations are
reported to the Exchange in the manner specified by Rule 351(e).

In this memorandum, the Exchange provides guidance concerning the requirements of these rules for
members and member organizations and offers several best practice recommendations.

Background of Rules 342.21 and 351(e)

Rules 342.21 and 351(e) should be read together.

Rule 342.21 requires members and member organizations to (1) have procedures that are “ reasonably

designed” to identify proprietary, employee and employee-related trades 1   “ that may violate” the provisions
of the Securities Exchange Act of 1934, the rules under that Act and Exchange rules prohibiting insider
trading and manipulative and deceptive devices (the “Specified Prohibitions”); (2) subject such Trades to
these procedures; and (3) conduct internal investigations of the Potentially Violative Trades (as defined

below) that the firm has identified after applying its procedures. 2 

Rule 342.21 does not specify the manner in which each member and member organization should identify
and investigate such trades. Rather, the Rule sets forth broad requirements, leaving each member or
member organization to put in place a process that appropriately satisfies the requirement to have procedures
that are reasonably designed to identify Potentially Violative Trades (as defined below), which should include
establishing guidelines or criteria for taking reasonable follow-up steps to determine which Trades are
Potentially Violative Trades and, therefore, merit further review via a Rule 342.21(b) “internal investigation.”

Rule 351(e) requires members and member organizations to report Rule 342.21(b) “internal investigations” in
quarterly filings to the Exchange.
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As described in further detail below, not every Trade subjected to a firm inquiry or review will result in a
reportable Rule 342.21(b) internal investigation. However, when a firm subjects a Trade to a level of review
sufficient to constitute a Rule 342.21(b) internal investigation, members and member organizations must,
without exception, report in one or more Rule 351(e) filings every Rule 342.21(b) internal investigation that
is commenced. In particular, the Exchange notes that investigations which are commenced and completed
within the same calendar quarter and result in no further action being taken must be reported in a Rule 351(e)
filing.

Compliance With Rule 342.21 — “Reasonably Designed” Written Procedures Required;
Guidelines or Criteria for “Internal Investigations”

Compliance with Rule 342.21 is essentially a two-step process.

Subparagraph (a) sets forth the first step. It requires members and member organizations to put in place a
process for identifying Potentially Violative Trades (as defined below). This process must be based on written
procedures established by the firm. The Exchange recognizes that different firms have different procedures
in place that each firm has determined to be “reasonably designed” to identify Potentially Violative Trades
(as defined below). Such procedures may — and often do — include various tools that sweep Trades and
generate exception or other reports. The Exchange does not expect that every Trade highlighted in such
exception or other reports will require the firm to conduct a Rule 342.21(b) internal investigation. However, the
Exchange expects that firms that utilize such reports will maintain additional written procedures that set forth
guidelines or criteria for reasonable follow-up steps for determining which Trades initially highlighted merit
further review via a Rule 342.21(b) internal investigation (“Potentially Violative Trades”). These additional
procedures may call for follow-up steps that range from very basic steps such as a simple inquiry regarding
the Trades to a more detailed examination of the Trades. Such follow-up steps taken must be reasonable and
appropriate given the circumstances.

Accordingly, firms should ensure that they have written procedures in place that are “reasonably
designed” to identify Potentially Violative Trades. Such procedures must be written and must cover
all areas of the firm responsible for identifying Potentially Violative Trades. The Exchange recognizes
that different areas of the firm may be susceptible to different types of violative conduct or trading
abuses contemplated by the Specified Prohibitions. Therefore, the Exchange expects that the firm's
written procedures will contain guidelines or criteria for follow-up steps for each area of the firm
which are reasonably designed for the particular business of that area. Additionally, firms should take
reasonable steps to monitor and/or coordinate the efforts of the various areas of the firm that perform
these follow-up steps and to ensure that all applicable Trades are being appropriately subjected to

the firm's procedures. 3   Further, to fulfill their responsibility for compliance with Rule 342.21, the
Exchange recommends that firms maintain in a readily accessible location, all written procedures that
are in place to identify Potentially Violative Trades and that members and member organizations take
appropriate steps to confirm that all departments are following such procedures.

Subparagraph (b) sets forth the second step for compliance with Rule 342.21. It requires members and
member organizations to promptly conduct an “internal investigation” into any such Potentially Violative Trade
identified by the firm to determine whether it violates the Specified Prohibitions.

Firms must establish guidelines or criteria that indicate circumstances under which firm follow-up steps
undertaken to review Trades may be deemed to be a Rule 342.21(b) “internal investigation” and which,
therefore, must be disclosed in a Rule 351(e) filing. Members and member organizations must delineate
guidelines or criteria concerning the circumstances under which follow-up steps taken to identify Potentially
Violative Trades are of a level sufficient to characterize them as a Rule 342.21(b) “internal investigation,” and
which, therefore, must be reported pursuant to Rule 351(e). The Exchange recommends that members
and member organizations establish guidelines or criteria tailored to their personnel, departments
and/or business lines that are responsible for taking follow-up steps to identify Potentially Violative
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Trades. Such guidelines or criteria should be reasonably designed to provide such firm personnel,
departments and/or business lines with a reasonable basis for determining when particular follow-
up steps constitute a level sufficient to characterize them as a Rule 342.21(b) “internal investigation”
and which, therefore, must be disclosed as such in a Rule 351(e) filing. This will allow firms to
have different, yet appropriately tailored, methods for identifying Potentially Violative Trades while
applying a consistent standard for determining when the particular steps taken require a Rule 351(e)
filing.

The guidelines or criteria for conducting follow-up steps to identify Potentially Violative Trades and for
characterizing such follow-up steps as a Rule 342.21(b) “internal investigation” should be reasonable.
The guidelines or criteria established should not result in the firm's failure to disclose in a Rule 351(e)
filing follow-up steps undertaken by the firm that should reasonably be characterized as a Rule 342.21(b)
“internal investigation.” The Exchange recommends that firms take steps necessary to monitor
that appropriate personnel are selected to conduct follow-up steps and that such personnel are
appropriately and consistently applying such guidelines or criteria and not in a manner that fails to
properly characterize follow-up steps as a Rule 342.21(b) “internal investigation” or fails to disclose
a particular matter as required in a Rule 351(e) filing. Further, in instances in which a firm engages an
“outside” or otherwise “independent” entity to conduct the follow-up steps, firms should be aware of the
nature and extent of the follow-up steps undertaken by such entity and that a Rule 351(e) filing may often be
required.

Firms should take reasonable steps to ensure the effectiveness of their overall systems for identifying
Potentially Violative Trades and investigating them. As discussed above, members and member
organizations are responsible for identifying Trades that may violate the Specified Prohibitions, i.e.,
Potentially Violative Trades, and investigating them to determine whether they violate the Specified
Prohibitions. The Exchange recommends that firms take reasonable steps to ensure that their
systems for both parts of this process — first, identifying Potentially Violative Trades and, second,
investigating them — are effective, in accordance with the standards for maintaining adequate
controls, including appropriate verification and testing procedures, contained in Rule 342.23. In
particular, firms should periodically review their procedures for identifying Potentially Violative Trades to
determine whether they are “reasonably designed” and should re-review them promptly upon learning that
a pattern of violations of Specified Prohibitions has occurred with respect to Trades that those procedures
failed to initially identify as Potentially Violative Trades. In addition, firms should periodically review their
procedures, criteria and/or guidelines for the conduct of Rule 342.21(b) “internal investigations” to determine
whether they are reasonable and should re-review them promptly if the firm obtains subsequent knowledge
that violative conduct actually occurred and finds that the firm's investigations of Potentially Violative Trades
are resulting in incorrect conclusions as to whether they violate the Specified Prohibitions.

Reporting Requirements under Rule 351(e)

Rule 351(e) requires members and member organizations to report to the Exchange every Rule
342.21(b) “internal investigation” of Potentially Violative Trades that they conduct. Further, Rule
351(e) requires a filing for each of the below stages of a Rule 342.21(b) internal investigation. Thus,
members and member organizations must make a Rule 351(e) filing to report quarterly the commencement
of an internal investigation, to provide quarterly progress reports for each ongoing internal investigation, and
to report the completion of each internal investigation. Rule 351(e) sets forth the nature, timing and proposed
content of the filings, which will differ according to the stage of the internal investigation. Rule 351(e) filings
are mandatory and must be made even in instances in which there are no internal investigations of
Potentially Violative Trades being conducted during the preceding quarter and in instances in which
an investigation is both commenced and completed within the same calendar quarter whether or not
further action is being taken.

Timetable
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Rule 351(e) filings for the commencement of an internal investigation must be made by the 15 th day of
the month following the calendar quarter in which the Potentially Violative Trade occurred. Rule 351(e)
quarterly updates are due on the 15 th day of the month following each calendar quarter. Rule 351(e) filings
to report the completion of an internal investigation (including an internal investigation that is commenced and
completed within the same calendar quarter, which filing shall also report the commencement and details of
the internal investigation) must be filed within one week after completion of the investigation, regardless of
where that date falls within a calendar quarter.

Content of Filings

Rule 351(e) sets forth proposed language for the content of quarterly filings. 4 

In addition, Rule 351(e) describes the proposed content of a special attestation that is required for completed
Rule 342.21(b) internal investigations that result in no further action being taken. The special attestation is
made in addition to required details as to the methodology and results of the internal investigation that is
being closed with no further action.

Alternative Notifications to the Exchange do not Exempt, Supersede or Modify the Form of
Rule 351(e) Filings; Certain Written Notifications May Allow a Simplified Rule 351(e) Filing

From time to time, members and member organizations contact the Exchange by telephone and other
means, including the filing of Forms RE-3, U-5 and other written notifications, to alert the Exchange of
potential misconduct discovered by such member or member organization, as to which the member or
member organization has commenced an internal investigation.

To the extent that the internal investigation of such a matter is a Rule 342.21(b) internal investigation, any
such alternative notification to the Exchange does not relieve the member or member organization of its
obligation to make a filing pursuant to the requirements of Rule 351(e); provided that, the Exchange will
accept a simplified filing when such alternative notification is made by the filing of a Form RE-3, U-5 or
other written notification. In such cases, all Rule 351(e) filings must be made and must contain the required
attestations, but may incorporate by reference and/or attach the Form RE-3, U-5 or other written notification
to report the details and outcome of the internal investigation. Other than this simplified filing, the alternative
notification to the Exchange does not in any way exempt, supersede or modify the form of Rule 351(e) filings.
In addition to the Rule 351(e) reporting requirements discussed in this memorandum, the Exchange continues
to expect members and member organizations to promptly notify the Exchange of their significant internal
investigations.

Internal Investigations Conducted at the Request of the Exchange, the SEC or another SRO
do not Require Rule 351(e) Filings

To the extent that a member or member organization commences a Rule 342.21(b) internal investigation
following notice of an inquiry or request for information or testimony by the Exchange, the SEC or another
SRO, or at the behest or direction of the Exchange, the SEC or another SRO, no Rule 351(e) filings are
required for any stage of that particular investigation or at its completion. The firm is, of course, expected
to comply with Exchange requests if the Exchange requires continuing information as to the progress and
results of such investigations.

If there are any questions regarding this Information Memo, please contact Michael Ettlinger of the Risk
Assessment Unit at 212-656-2336 or Stephen Kasprzak of Member Firm Regulation at 212-656-5226.

____________________________

Grace B. Vogel

Executive Vice President

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

168

http://researchhelp.cch.com/License_Agreement.htm


Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Both Rules 342.21 and 351(e) apply to proprietary, employee and employee-related trades (collectively
referred to herein as "Trades") in NYSE-listed securities and in "related financial instruments" as defined
in Rule 342.22.

2  See generally NYSE Information Memo 91-22, NASD/NYSE Joint Memo on Chinese Wall Policies and
Procedures (dated June 28, 1991).

3  Firms may conduct a "sampling" of their Trades, requiring a modified certification under Rule 351(e), as
more specifically detailed in NYSE Information Memo 88-21 (July 29, 1988).

4  NYSE Information Memo 89-16 (April 4, 1989) sets forth proposed language for quarterly filings for
members and member organizations with limited or no trading during the quarter.
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February 13, 2006

   ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, LEGAL AND COMPLIANCE
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO NYSE CONSTITUTION ARTICLE IX AND RULES 475 AND 476
CONCERNING DISCIPLINARY PROCEEDINGS

On January 13, 2006, the U.S. Securities and Exchange Commission approved various amendments to the
New York Stock Exchange (“NYSE” or “Exchange”) Constitution Article IX and Rules 475 and 476, regarding
disciplinary proceedings. The provisions of these amendments are effective as of April 1, 2006.

The text of the amended Constitution Article IX and Rules 475 and 476 is attached as Exhibit A.

The approved amendments cover the following areas: (1) summary suspension; (2) the composition and role
of Hearing Panels in disciplinary proceedings; (3) allowing non-NYSE employees to serve as Hearing Officers
and certain recently retired individuals to be appointed to the Hearing Board as panelists; (4) granting NYSE
Hearing Officers authority to order prehearing discovery and resolve substantive legal motions; (5) granting
Hearing Officers authority to penalize contemptuous participants; (6) conferring jurisdiction on the Hearing
Board upon filing of the charge memorandum; and (7) reallocation of “call-up” authority for disciplinary
decisions.

1. Summary Suspension Procedures

The amendment to NYSE Rule 475 provides a structure for a summary suspension hearing to prohibit or limit
a person's access to services and a “call-up” procedure for review by members of the Board of Directors and
certain members of the Board of Executives of the outcome of any such hearing. Hearings and proceedings
pursuant to the Rule shall be under the jurisdiction of a Hearing Officer, acting alone, and either party may
appeal the decision of the Hearing Officer to the Board.

2. Composition and Role of Hearing Panels in Disciplinary Proceedings

The amendments to NYSE Rule 476 and Article IX of the Constitution will require that in every disciplinary
hearing before the NYSE Hearing Board, at least one of the two peer panelists on the Hearing Panel be
engaged in securities activities differing from that of the person facing charges (the “respondent”). With
respect to cases involving activities on the Floor of the NYSE, the Hearing Panel would include no more than
one person who is or (if retired) has been active on the Floor.

A Hearing Panel may accept or reject a Stipulation of Facts and Consent to penalty entered into between the
Division of Enforcement and a respondent, but will no longer have the authority to reduce the penalty.

The amendments also confer authority on a Hearing Officer acting alone (without a Hearing Panel or a
hearing) to consider Stipulations and Consents, as well as cases in which no answer has been received and
a default motion has been made and granted. The Hearing Officer may convene a Hearing Panel and hold a
hearing if either the Division of Enforcement or the respondent requests a hearing before a full panel, or if the
Hearing Officer on his or her own initiative calls for a hearing. Moreover, the Hearing Officer may not reject a
stipulated penalty without first convening a Hearing Panel.

3. Allowing Non-NYSE Employees to Serve as Hearing Officers, and Allowing Certain
Recently Retired Individuals to be Appointed to the Hearing Board
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The amendments will allow recently retired members, allied members, registered and nonregistered
employees of members and member organizations to be appointed to the Hearing Board within five years of
their retirement.

The amendments also eliminate the requirement that Hearing Officers be employees or officers of the NYSE,
thereby enabling the NYSE to retain qualified individuals as consultants to serve temporarily as Hearing
Officers, as needed.

4. Hearing Officer Authority to Order Pre-Hearing Discovery and Resolve Substantive Legal
Motions

The amendments clarify the Hearing Officer's authority to order pre-hearing discovery of documents from the
respondent as well as from the Division of Enforcement. In addition, the amendments will permit the Hearing
Officer to resolve substantive legal motions, such as motions to dismiss and motions for summary judgment.

5. Hearing Officer Authority to Penalize Contemptuous Participants

The amendments make clear the authority of the Hearing Officer to control proceedings, including dealing
with obstreperous and disruptive participants, and permit the Hearing Officer to impose a fine or any other
appropriate sanction on either the party or the party's representative for improper conduct in connection with
any matter before the Hearing Board. This authority would not be limited to dealing with such behavior during
a hearing, but would allow for sanctions to be imposed at any time during the course of proceedings. The
Hearing Officer would also have the authority, in exceptional situations, to exclude any such persons from
further participation in the proceeding.

6. Conferring Jurisdiction on the Hearing Board Upon Filing of the Charge Memorandum

The amendments will require the Division of Enforcement to file charges with the Hearing Board at the time
a Charge Memorandum is served on the respondent, instead of after the respondent's Answer is filed or the
time to file an answer has expired. The Hearing Board will assume jurisdiction of the matter upon receipt of
the charges and schedule hearings and rule on pre-hearing motions. A respondent's Answer shall be sent to
the Hearing Board, with a copy to the Division of Enforcement.

7. “Call Up” Authority Reallocated

At present, all members of the Board of Executives (as well as all Directors other than the Chief Executive
Officer) have the right to “call up” disciplinary decisions for review. This authority will be reallocated to
members of the Board, Board of Executives members representing the trading floor and members of the
Regulation, Enforcement and Listing Standards Committee.

Any questions regarding this Information Memo should be directed to Robert H. Keller, Counsel to the
Hearing Board at 212.656.4920.

________________________________________

Peggy Kuo

Chief Hearing Officer

Hearing Board

ATTACHMENTS

Exhibit A

(New language is underscored Deleted language in [brackets])

Disciplinary Rules (Rules 475- 477)
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Rule 475. Prohibition or Limitation with Respect to Access to Services Offered
by the Exchange or a Member or Member Organization—Summary Proceedings

(a) Except as provided [is] in subsection (b) of this Rule, the Exchange shall not prohibit or limit any person
with respect to access to services offered by the Exchange or any member or member organization thereof
unless the Exchange shall have notified such person in writing of, and shall have given such person, upon
not less than 15 days prior written notice, an opportunity to be heard upon, the specific grounds for such
prohibition or limitation. The Exchange shall keep a record of any proceeding pursuant to this Rule. Any
determination by the Exchange to prohibit or limit any person with respect to access to services offered by the
Exchange or a member or member organization thereof shall be supported by a statement setting forth the
specific grounds on which the prohibition or limitation is based.

(b) The Exchange may summarily—

(i) suspend a member, member organization, allied member, approved person, or registered or non-
registered employee of a member or member organization who has been and is expelled or suspended
from any other self-regulatory organization, as defined in Section 3(a)(26) of the Securities Exchange
Act of 1934, or barred or suspended from being associated with a member or any such self-regulatory
organization provided, however, that any such summary suspension imposed by the Exchange shall
not exceed the termination of the suspension imposed by such other self-regulatory organization on
such member, member organization, allied member, approved person, or registered or non-registered
employee;

(ii) suspend a member or member organization who is in such financial or operating difficulty that the
Exchange determines and so notifies the Securities and Exchange Commission that the member
or member organization cannot be permitted to continue to do business as a member or member
organization with safety to investors, creditors, other members or member organizations, or the
Exchange;

(iii) limit or prohibit any person with respect to access to services offered by the Exchange if
subparagraph (i) or (ii) of this subsection is applicable to such person or, in the case of a person who is
not a member or member organization, if the Exchange determines that such person does not meet the
qualification requirements or other prerequisites for such access and such person cannot be permitted
to continue to have such access with safety to investors, creditors, members, member organizations, or
the Exchange.

Any person aggrieved by any such summary action shall be notified in writing of, and shall be promptly
afforded an opportunity to be heard by the Exchange upon, the specific grounds for such summary action.
The Exchange shall keep a record of any proceeding pursuant to the Rule. Any determination by the
Exchange with respect to such summary action shall be supported by a statement setting forth the specific
grounds on which the summary action is based. The Commission, by order, may stay any such summary
action in accordance with the provisions of the Securities Exchange Act of 1934.

(c) Hearings and proceedings pursuant to subsections (a) and (b) of this Rule shall be under the jurisdiction
of a Hearing Officer, appointed by the Board, acting alone. The Hearing Officer shall schedule and conduct
Hearings promptly and, in doing so, provide such discovery to the person whose access or suspension is
the subject of the Hearing and to the Exchange officers and employees as provided for under Rule 476(c).
The Hearing Officer shall render determinations based upon the record at such Hearings. No determinations
by the Hearing Officer shall be effective to modify, reverse or terminate a summary action until and unless
(i) ten days have elapsed after the determination has been rendered and (ii) during such ten days, no
request for review has been filed with the Secretary of the Exchange pursuant to the next sentence. Any
member of the Board, any member of the Board of Executives referred to in Rule 476(f), any member of the
Regulation, Enforcement and Listing Standards Committee and either the Division of the Exchange initiating
the proceedings or the respondent may require a review by the Board of any determination by the Hearing
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Officer by filing with the Secretary of the Exchange a written request therefor within ten days following such
determination. The Board shall have power to affirm, modify or reverse any such determination, or remand
the matter to the Hearing Officer for further proceedings.

([c] d) Whenever a member or member organization fails to perform his or its contracts, becomes insolvent,
or is in such financial or operating difficulty that he or it cannot be permitted to continue to do business as a
member or member organization with safety to investors, creditors, other members or member organizations,
or the Exchange, such member or member organization shall promptly give written notice thereof to the
Secretary of the Exchange.

([d] e) If the Board of Directors determines, after not less than ten days written notice to a member described
in Section 1(a) of Article II who is suspended under the provisions of this Rule, that the protection of the
persons entitled to make claim against the proceeds of the transfer of the membership of such member under
Section 11 of Article II of the Constitution requires the transfer of the membership of such member, such
membership may be disposed of by the Board of Directors. In any case, if a member suspended under the
provisions of this Rule is not reinstated within one year from the time of his suspension, or within such further
time as the Board of Directors may grant, his membership shall be disposed of by the Board of Directors;
but the Board may, by the affirmative vote of a majority of the Directors then in office, extend the time for
settlement for periods not exceeding one year each.

([e] f) Any person suspended under the provisions of this Rule shall, at the request of the Exchange, submit
to the Exchange his or its books and records (including those books and records with respect to which such
person has access or control) or the books and records of any employee thereof and furnish information to or
to appear or testify before or cause any such employee to appear or testify before the Exchange.

([f] g) Any person suspended under the provisions of this Rule may, at any time, be reinstated by the Board of
Directors.

([g] h) Any person suspended under the provisions of this Rule may be disciplined in accordance with the
Rules of the Exchange for any offense committed by him or it either before or after his or its suspension in all
respects as if he or it were not under such suspension.

([h] i) A member suspended under the provisions of this Rule shall be deprived during the term of his
suspension of all rights and privileges of membership, but such suspension shall not operate to bar or affect
the payments provided for by Article XV of the Constitution in the event of his death. Any suspension under
the provisions of this Rule of a member or allied member shall create a vacancy in any office or position held
by such member or allied member.

(j) The limitations on the Chief Executive Officer contained in Rule 476(l) shall apply to all matters under this
Rule.

Rule 476. Disciplinary Proceedings Involving Charges Against Members, Member
Organizations, Allied Members, Approved Persons, Employees, or Others

(a) If a member, member organization, allied member, approved person, registered or non-registered
employee of a member or member organization or person otherwise subject to the jurisdiction of the
Exchange is adjudged guilty in a proceeding under this Rule of any of the following offenses-

(1) violating any provision of the Securities Exchange Act of 1934 or any rule or regulation thereunder;

(2) violating any of his or its agreements with the Exchange;

(3) violating any provision of the Constitution or any Rule adopted by the Board of Directors of the
Exchange;

(4) making a material misstatement to the Exchange;

(5) fraud or fraudulent acts;
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(6) conduct or proceeding inconsistent with just and equitable principles of trade;

(7) acts detrimental to the interest or welfare of the Exchange;

(8) making a fictitious bid, offer or transaction or giving an order for the purchase or sale of securities
the execution of which would involve no change of beneficial ownership or executing such an order
with knowledge of its character;

(9) making any purchases or sales or offers of purchase or sale of securities for the purpose of
upsetting the equilibrium of the market or bringing about a condition in which prices will not fairly reflect
market values, or assisting in making any such purchases or sales with knowledge of such purpose, or
being, with such knowledge, a party to or assisting in carrying out any plan or scheme for the making of
such purchases or sales or offers of purchase or sale;

(10) having made a misstatement or omission of fact on his or its application for membership or
approval, or on any financial statement, report, or other submission filed with the Exchange; or

(11) refusing or failing to comply with a request of the Exchange to submit his or its books and records
(including those books and records with respect to which such member, member organization, allied
member, approved person, registered or non-registered employee or person otherwise subject to
the jurisdiction of the Exchange has access and control) to the Exchange, any other self-regulatory
organization, as defined in Section 3(a)(26) of the Securities Exchange Act of 1934, any contract
market, as referenced in Section 6(a) of the Commodities Exchange Act, any registered futures
association, as referenced in Section 17 of the Commodities Exchange Act, or any foreign self-
regulatory organization or association with which the Exchange has entered into an agreement or
to furnish information to or to appear or testify before the Exchange or such other organization or
association, as specified above, or failing to take any of the foregoing actions on the date or within the
time period that the Exchange requires; or if a member who is registered as a specialist is adjudged
guilty in a proceeding under this Rule of substantial or continued failure to engage in a course of
dealings for his own account to assist in the maintenance, so far as practicable, of a fair and orderly
market in any security in which he is registered; then, in any such event, the Hearing Panel or,
when authorized by this Rule, a Hearing Officer shall, in accordance with the procedures set forth
in this Rule, impose one or more of the following disciplinary sanctions on such member, member
organization, allied member, approved person, or registered or non-registered employee or person
otherwise subject to the jurisdiction of the Exchange: expulsion; suspension; limitation as to activities,
functions, and operations, including the suspension or cancellation of a registration in, or assignment

of, one or more stocks; fine; 6   censure; suspension or bar from being associated with any member
or member organization; or any other fitting sanction. [In any proceeding under this Rule, any sanction
imposed may be remitted or reduced by the Hearing Panel on such terms and conditions as it deems
fair and equitable.]

(b) All proceedings under this Rule, except as to matters [referred to in paragraph (c),] which are resolved
by a Hearing Officer when authorized by this Rule, shall be conducted at a Hearing in accordance with
the provisions of this Rule and shall be held before a Hearing Panel consisting of at least three persons of
integrity and judgment : a Hearing Officer, who shall [be Chairman of] chair the Panel, [with the remainder
of the Panel being] and at least two members of the Hearing Board , at least one of whom shall be engaged
in securities activities differing from that of the respondent or, if retired, was so engaged in differing activities
at the time of retirement. In any disciplinary proceeding involving activities on the Floor of the Exchange, no
more than one of the persons serving on the Hearing Panel shall be, or if retired, shall have been, active on
the Floor of the Exchange. A Hearing Panel can include only one retired person.

The Chairman, subject to the approval of the Board [of Directors], shall from time to time appoint a Hearing
Board to be composed of such number of members and allied members of the Exchange who are not
members of the Board or of the Board of [Directors] Executives, and registered employees and non-
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registered employees of members and member organizations, and such other persons as set forth in
the rules as the Chairman shall deem necessary. Former members, allied members, or registered and
non-registered employees of members and member organizations who have retired from the securities
industry can be appointed to the Hearing Board within five years of their retirement. The members of the
Hearing Board shall be appointed annually and shall serve at the pleasure of the Board [of Directors]. The
Chairman, subject to the approval of the Board [of Directors], shall also designate [from among the officers
and employees of the Exchange] a Chief Hearing Officer and one or more other Hearing Officers who shall
have no Exchange duties or functions relating to the investigation or preparation of disciplinary matters
and who shall be appointed annually and shall serve as Hearing Officers at the pleasure of the Board [of
Directors]. An individual cannot be a Hearing Officer (including the Chief Hearing Officer) if he or she is, or
within the last three years was, a member, allied member, or registered or non-registered employee of a
member or member organization.

[In any hearing under this Rule involving as a respondent therein a member, member organization, allied
member, or approved person, the members of the Hearing Board serving on the Panel shall be members or
allied members and at least one of whom, to the extent reasonably possible, is engaged in similar activities
as the respondent. In any such proceeding relating to activities on the Floor of the Exchange, at least one
of the persons serving on the Panel shall be a member active on the Floor of the Exchange. In any such
proceeding relating to any other activities, at least one of the persons serving on the Panel shall work in the
office of a member or member organization which engages in a business involving substantial direct contact
with securities customers.]

[In any hearing under this Rule involving as a respondent therein a registered or non-registered employee
of a member or member organization who is not a member or allied member, the members of the Hearing
Board serving on the Panel shall be registered employees or non-registered employees of members and
member organizations who are not members or allied members and at least one of whom, to the extent
reasonably possible, is engaged in similar activities as the respondent. In any such proceeding relating to
such employee's activities on the Floor of the Exchange, at least one of the persons serving on the Panel
shall be a registered or non-registered employee of a member or member organization active on the Floor of
the Exchange who is not a member or allied member. In any such proceeding relating to any other activities
at least one of the persons serving on the Panel shall work in the office of a member or member organization
which engages in a business involving substantial direct contact with securities customers.]

[In any hearing under this Rule involving as joint respondents therein one or more members or member
organizations, allied members or approved persons, together with one or more registered or non-registered
employees of a member or member organization who are not members or allied members, at least one of the
persons serving on the Panel shall be a member or allied member and at least one other person serving on
the Panel shall be a registered or non-registered employee of a member or member organization who is not
a member or allied member, and the functional qualifications required of Hearing Panel members as stated
above shall be satisfied.]

For all purposes of this Rule, the decision of a majority of the Panel shall be the decision of the Panel and
shall be final and conclusive, unless a request to the Board [of Directors] for review is filed as provided in this
Rule.

(c) Upon application to the Chief Hearing Officer [of the Exchange] by either party to a proceeding, the Chief
Hearing Officer, or any Hearing Officer designated by the Chief Hearing Officer, shall resolve any and all
procedural and evidentiary matters and substantive legal motions, and may require the Exchange to permit
the respondent to inspect and copy documents or records in the possession of the Exchange which are
material to the preparation of the defense or are intended for use by the [d] D ivision [or department] of the
Exchange initiating the proceeding as evidence in chief at the [h] H earing. The respondent may be required
to provide discovery of non-privileged documents and records to the Exchange. This provision does not
authorize the discovery or inspection of reports, memoranda, or other internal Exchange documents prepared
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by the Exchange in connection with the proceeding. There shall be no interlocutory appeal to the Board [of
Directors] of any determination as to which this provision applies.

(d) Except as provided in paragraph (g), in any proceeding under this Rule before a Hearing Panel, or
Hearing Officer as provided by this rule, the specific charges against the respondent shall be in the form
of a written statement (Charge Memorandum) and shall be signed by an authorized officer or employee of
the Exchange on behalf of the Division [or Department] of the Exchange bringing the charges. A copy of
such Charge Memorandum (including any exhibits attached thereto) shall be filed with the Hearing Board
at the same time it is served upon the respondent. Service shall be deemed effective by personal service
of such Charge Memorandum, or by leaving same either at the respondent's last known office address
during business hours or respondent's last place of residence as reflected in Exchange records, or upon
mailing same to the respondent at the aforesaid office address or place of residence. The Hearing Board shall
assume jurisdiction upon receipt of the Charge Memorandum.

An Answer to the Charge Memorandum shall be filed not later than twenty five days from the date of service
or within such longer period of time as the [Exchange] Hearing Officer may deem proper.

The Answer shall be in writing, signed by or on behalf of the respondent and filed with the Hearing Board,
with a copy served on the [d] D ivision [or department] of the Exchange bringing the charges. The Answer
shall indicate specifically which assertions of fact and charges in the Charge Memorandum are denied
and which are admitted; and shall also contain any specific facts in contradiction of the charges and any
affirmative defenses. A general denial without more shall not be deemed to satisfy this requirement. Any
assertions of fact not specifically denied in the Answer may be deemed admitted and failure to file an Answer
may be deemed an admission of any facts asserted in the Charge Memorandum.

The Hearing Board shall set a schedule for filing of motions and shall establish Hearing dates. If the
respondent has failed to file an Answer, the Division of the Exchange bringing the charges, by motion,
accompanied by proof of notice to the respondent, may request a determination of guilt by default, and
may recommend a penalty to be imposed. If the respondent opposes the motion, the Hearing Officer, on a
determination that respondent had adequate reason to fail to file an Answer, may adjourn the Hearing date
and direct the respondent to promptly file an Answer. If the default motion is unopposed, or respondent did
not have adequate reason to fail to file an Answer, or respondent failed to file an Answer after being given an
opportunity to do so, the Hearing Officer, on a determination that respondent has had notice of the charges
and that the Exchange has jurisdiction in the matter, may find guilt and determine penalty.

Notice of the [h]Hearing to be held for the purpose of considering the charges shall be served upon the
Division of the Exchange and the respondent as provided above[, who shall be] . The respondent shall be
entitled to be personally present thereat if a natural person, and if other than a natural person, by a designee.
The Hearing Officer shall determine the specific facts [put into] in issue [by the Charge Memorandum and
the Answer], and with respect to those facts only, both the Division [or Department] of the Exchange bringing
the charges and the respondent may produce witnesses and any other evidence and they may examine and
cross-examine any witnesses so produced. [If the respondent has failed to file an Answer or if the facts and
charges in the Charge Memorandum are not specifically denied, any witnesses or other evidence may be
limited to the determination of the penalty to be imposed. In the event a respondent who has failed to file an
Answer appears at the hearing, such respondent shall not be entitled to produce witnesses or other evidence
or testify in defense of the facts or charges contained in the Charge Memorandum unless the Hearing Panel
determines that such respondent had adequate reason to excuse his failure to file an Answer. Upon such
determination by the Hearing Panel, the hearing may be adjourned and the respondent may be directed to
promptly file a written Answer.] After hearing all the witnesses and considering all the evidence, the Hearing
Panel shall determine whether the respondent is guilty of the charges. If the Hearing Panel determines that
the respondent is guilty, it shall fix and impose the penalty or penalties.
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(e) The Exchange shall keep a record of any Hearing conducted under this Rule and a written notice of the
result setting forth the requirements contained in Section 6(d)(1) of the Securities Exchange Act of 1934 shall
be served upon the respondent and the Division [or Department] of the Exchange which brought the charges.

The determination of the Hearing Panel , or of the Hearing Officer on a determination of default, and any
penalty imposed , shall be final and conclusive twenty five days after notice thereof has been served upon
the respondent in the manner provided in paragraph (d) above, unless a request to the Board [of Directors]
for review of such determination and/or penalty is filed as hereinafter provided. If such a request to the Board
[of Directors] for review is filed as hereinafter provided, any penalty imposed shall be stayed pending the
outcome of such review.

(f) The Division [or Department] of the Exchange which brought the charges, the respondent, [or] and
any member of the Board , [of Directors or] any member of the Board of Executives [of the Exchange]
representing the groups referenced in clauses (ii) and (iii) of Article V, Section 2(b) of the Exchange
Constitution, any member of the Board of Executives in such other categories as the Board, by rule, shall
designate, and any member of the Regulation, Enforcement and Listing Standards Committee may require a
review by the Board of any determination or penalty, or both, imposed by a Hearing Panel or Hearing Officer.
A request for review shall be made by filing with the Secretary of the Exchange a written request therefor,
which states the basis and reasons for such review, within twenty-five days after notice of the determination
and/or penalty is served upon the respondent. The Secretary of the Exchange shall give notice of any such
request for review to the Division [or Department] of the Exchange which brought the charges and any
respondent affected thereby.

Any review by the Board [of Directors] shall be based on oral arguments and written briefs and shall be
limited to consideration of the record before the Hearing Panel or Hearing Officer. Upon review, the Board [of
Directors], by the affirmative vote of a majority of the Directors then in office, may sustain any determination
or penalty imposed, or both, may modify or reverse any such determination, and may increase, decrease or
eliminate any such penalty, or impose any penalty permitted under the provisions of this Rule, as it deems
appropriate. Unless the Board [of Directors] otherwise specifically directs, the determination and penalty, if
any, of the Board [of Directors] after review shall be final and conclusive subject to the provisions for review of
the Securities Exchange Act of 1934.

Notwithstanding the foregoing, if either party upon review applies to the Board [of Directors] for leave to
adduce additional evidence, and shows to the satisfaction of the Board [of Directors] that the additional
evidence is material and that there was reasonable ground for failure to adduce it before the Hearing Panel or
Hearing Officer, the Board [of Directors] may remand the case [to a Hearing Panel] for further proceedings, in
whatever manner and on whatever conditions the Board [of Directors] considers appropriate.

(g) In lieu of the procedures set forth in paragraph (d) above, a Hearing [Panel] Officer acting alone [,at
a Hearing called for that purpose,] shall also determine whether a member, member organization, allied
member, approved person, or registered or non-registered employee of a member or member organization
has committed any one or more of the offenses specified in paragraph (a) above, on the basis of a written
Stipulation and Consent entered into between the respondent and any authorized officer or employee of the
Exchange. Any such Stipulation and Consent shall contain a stipulation with respect to the facts, or the basis
for findings of fact by the Hearing [Panel] Officer; a consent to findings of fact by the Hearing [Panel] Officer,
including a finding that a specified offense had been committed; and a consent to the imposition of a specified
penalty.

A Hearing Officer shall convene a Hearing Panel, if the Hearing Officer requires clarification or further
information on the Stipulation and Consent, or if either party requests a Hearing before a Hearing Panel. A
Hearing Officer, acting alone, may not reject a Stipulation or Consent, but shall convene a Hearing Panel to
consider such action. Notice of any Hearing held for the purpose of considering a Stipulation and Consent
shall be served upon the respondent as provided in paragraph (d) above. In any such [h] H earing, if the
Hearing Panel determines that the respondent has committed an offense, it may impose the penalty agreed
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to in such Stipulation and Consent [or any penalty which is less severe than the stipulated penalty, as it
deems appropriate]. In addition, a Hearing Panel may reject such Stipulation and Consent.

Such rejection shall not preclude the parties to the proceeding from entering into a modified Stipulation and
Consent which shall be presented to a Hearing Panel in accordance with the provisions of this subsection,
nor shall such rejection preclude the Exchange from bringing or presenting the same or different charges to a
Hearing Panel in accordance with the provisions of paragraph (d) above. The Exchange shall keep a record
of any Hearing conducted under this Rule and a written notice of the result setting forth the requirements
contained in Section 6(d)(1) of the Securities Exchange Act of 1934 shall be served on the parties to the
proceeding.

The determination of the Hearing Panel or Hearing Officer and any penalty imposed shall be final and
conclusive, twenty-five days after notice thereof has been served upon the respondent in the manner
provided in paragraph (d) above, unless a request to the Board [of Directors] for review of such determination
and/or penalty is filed as hereinafter provided. If such a request to the Board [of Directors] for review is filed
as hereinafter provided, any penalty imposed shall be stayed pending the outcome of such review.

Any member of the Board , [of Directors or of] the Board of Executives [of the Exchange] specified in or
designated pursuant to paragraph (f) above and any member of the Regulation, Enforcement & Listing
Standards Committee may require a review by the Board of any determination or penalty, or both, imposed
by a Hearing Panel or Hearing Officer in connection with a Stipulation and Consent. [In addition, the Division
or Department of the Exchange which entered into the written consent may require a review by the Board of
Directors of any penalty, including any determination related thereto imposed by the Hearing Panel, which
is less severe than the stipulated penalty.] The respondent or the [d] D ivision [or department] which entered
into the written consent may require a review by the Board [of Directors] of any rejection of a Stipulation and
Consent by the Hearing Panel.

A request for review shall be made by filing with the Secretary of the Exchange a written request therefor,
which states the basis and reasons for such review, within twenty-five days after notice of the determination
and/or penalty is served on the respondent. The Secretary of the Exchange shall give notice of any such
request for review to the Division [or Department] of the Exchange involved in the proceeding and any
respondent affected thereby.

Any review by the Board [of Directors] shall consist of oral arguments and written briefs and shall be limited
to consideration of the record before the Hearing Panel or Hearing Officer. Upon review, the Board [of
Directors], by the affirmative vote of a majority of the Directors then in office, may fix and impose the penalty
agreed to in such Stipulation and Consent or any penalty which is less severe than the stipulated penalty,
or may remand for further proceedings. Unless the Board [of Directors] otherwise specifically directs, the
determination and penalty, if any, of the Board [of Directors] after review shall be final and conclusive subject
to the provisions for review of the Securities Exchange Act of 1934.

(h) A member, member organization, allied member, approved person, or registered or non-registered
employee of a member or member organization, or any other person shall have the right to be represented
by legal counsel or other representative in any Hearing or review held pursuant to the provisions of this
Rule and in any investigation before any committee, officer, or employee of the Exchange. A Hearing
Officer may impose a fine or any other appropriate sanction on any party or the party's representative for
improper conduct in connection with a matter before the Hearing Board, and may, if appropriate, exclude
any participant, including any party, witness, attorney or representative from a Hearing on the basis of such
conduct.

(i) A member or allied member of the Exchange who is associated with a member organization is liable to the
same discipline and penalties for any act or omission of such member organization as for his own personal
act or omission. The Hearing Panel which considers the charges against such member, or allied member, or
the Board [of Directors] upon any review thereof, may relieve him from the penalty therefor or may remit or
reduce such penalty on such terms and conditions as the Panel or the Board shall deem fair and equitable.
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(j) When a member is suspended under the provisions of this Rule, such member shall be deprived during the
term of his suspension of all rights and privileges of membership. No such suspension shall operate to bar or
affect the payments provided for by Article XV of the Constitution of the Exchange in the event of the death of
the suspended member. The expulsion of a member shall terminate all rights and privileges arising out of his
membership except such rights as he may have under the provisions of Sections 11 and 14 of Article II of the
Constitution.

(k) Any approved person or registered or non-registered employee who shall neglect to pay any fine within
forty five days after the same shall become payable may, after written notice mailed to such person at
either his office or last place of residence as reflected in Exchange records, be summarily suspended from
association in any capacity with a member organization or have his approval withdrawn until such fine is paid.
(See Art. X, Sec. 6 for penalties imposed upon members, allied members and member organizations for
failure to pay fines or other sums due the Exchange.)

Whenever a member, member organization, allied member, approved person or registered or non-registered
employee of a member or member organization is suspended under the provisions of this Rule, [he or it] that
person or organization may be proceeded against for any offense other than that for which such member,
member organization, allied member, approved person or registered or non-registered employee was
suspended.

The suspension or expulsion of a member or allied member under the provisions of this Rule shall create a
vacancy in any office or position held by him.

(l) Notwithstanding any other provisions of this Rule, the Chief Executive Officer (a) may not require a review
by the Board under this Rule and (b) shall be recused from deliberations and actions of the Board with
respect to matters to be reviewed by the Board under this Rule.

NYSE Constitution

* * * *

ARTICLE IX Disciplinary Proceedings

Sec. 1. Disciplinary Rules

The Board shall adopt such rules as it deems necessary or appropriate for the discipline of members,
member organizations, allied members, approved persons, and registered and non-registered employees
of members and member organizations for the violation of the Act, the rules of the Exchange and for such
other offenses as may be set forth in the rules of the Exchange. The Board shall also adopt such rules as
it deems necessary or appropriate governing the conduct of disciplinary proceedings including disciplinary
hearings and reviews thereof. The determination and penalty, if any, of the Board after review shall be final
and conclusive, subject to the provisions of the Act.

Sec. 2. Hearing Panel

All proceedings relating to disciplinary matters, except as otherwise specifically set forth in the rules of the
Exchange [with respect to procedural and evidentiary matters,] shall be conducted before a hearing panel
consisting of at least three persons[;] : a hearing officer, who shall [be chairman of] chair the panel, [with the
remainder of the panel being] and at least two members of the hearing board.

Sec. 3. Hearing Board

The Chairman of the Board, subject to the approval of the Board, shall from time to time appoint a hearing
board to be composed of such number of members and allied members of the Exchange who are not
members of the Board or of the Board of Executives, and registered employees and non-registered
employees of members and member organizations, and such other persons as set forth in the rules, as the
Chairman of the Board shall deem necessary. The members of the hearing board shall be appointed annually
and serve at the pleasure of the Board. The Chairman of the Board, subject to the approval of the Board,
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shall also designate [from among the officers and employees of the Exchange] a chief hearing officer and one
or more other hearing officers who shall have no Exchange duties or functions relating to the investigation or
preparation of disciplinary matters and who shall be appointed annually and shall serve as hearing officers at
the pleasure of the Board. An individual cannot be a hearing officer (including the chief hearing officer) if he or
she is, or within the last three years was, a member, allied member, or registered or non-registered employee
of a member or member organization.

Sec. 4. Composition of Hearing Panel

[In any disciplinary proceeding involving as a respondent therein a member, member organization, allied
member, or approved person, the members of the hearing board serving on the panel shall be members or
allied members. In any such proceeding relating to activities on the floor of the Exchange, at least one of the
persons serving on the panel shall be a member active on the floor of the Exchange. In any such proceeding
relating to any other activities, at least one of the persons serving on the panel shall work in the office of
a member or member organization which engages in a business involving substantial direct contact with
securities customers.]

[In any disciplinary proceeding involving as a respondent therein a registered or non-registered employee of
a member or member organization who is not a member or allied member, the members of the hearing board
serving on the panel shall be registered employees or non-registered employees of members or member
organizations who are not members or allied members. In any such proceeding relating to such employee's
activities on the floor of the Exchange, at least one of the persons serving on the panel shall be a registered
or non-registered employee of a member or member organization active on the floor of the Exchange who
is not a member or allied member. In any such proceeding relating to any other activities, at least one of the
persons serving on the panel shall work in the office of a member or member organization which engages in a
business involving substantial direct contact with securities customers.]

[In any disciplinary proceeding involving as joint respondents therein one or more members or member
organizations, allied members or approved persons, together with one or more registered or non-registered
employees of a member or member organization who are not members or allied members, at least one of the
persons serving on the panel shall be a member or allied member and at least one other person serving on
the panel shall be a registered or non-registered employee of a member or member organization who is not
a member or allied member, and the functional qualifications required of hearing panel members as stated in
this Section shall be satisfied.]

A hearing panel shall be composed of a hearing officer, who shall chair the panel, and at least two members
of the hearing board, at least one of whom shall be engaged in securities activities differing from that of the
respondent. In any disciplinary proceeding involving activities on the Floor of the Exchange, no more than one
of the persons serving on the hearing panel shall be active on the Floor of the Exchange. The decision of a
majority of the panel shall be the decision of the panel and shall be final and conclusive, unless a request to
the Board for review is filed as provided in this Article and in the rules of the Exchange.

Sec. 5. Penalties

If a member, member organization, allied member, approved person or registered or non-registered
employee of a member or member organization is adjudged guilty in any disciplinary proceeding, the hearing
panel , or, to the extent provided in the rules, the hearing officer, shall impose one or more of the following
disciplinary sanctions: expulsion, suspension; limitation as to activities, functions, and operations, including
the suspension or cancellation of a registration in, or assignment of, one or more stocks, fine, censure,
suspension or bar from being associated with any member or member organization, or any other fitting
sanction. [In any disciplinary proceeding, any sanction imposed may be remitted or reduced by the hearing
panel on such terms and conditions as it shall deem fair and equitable. In a disciplinary proceeding involving
a written consent to the imposition of a specified penalty, the hearing panel in imposing a penalty, may
impose the penalty agreed to or any penalty which is less severe than the stipulated penalty as it deems
appropriate or the hearing panel may reject such consent.]
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Sec. 6. Review

In a disciplinary proceeding not involving a written consent to the imposition of a specified penalty, any
member, member organization, allied member, approved person, or registered or non-registered employee
of a member or member organization, adjudged guilty of any charge, or the division [or department] of the
Exchange which brought the charges, [or] and any member of the Board , [or] any member of the Board of
Executives representing the groups referenced in clauses (ii) and (iii) of Article V, Section 2(b), any member
of the Board of Executives in such other categories as the Board, by rule, shall designate, and any member
of the Regulation, Enforcement & Listing Standards Committee, may, in accordance with procedures set
forth in the rules of the Exchange, require a review by the Board, of any determination or penalty, or both
[, imposed by the hearing panel]. Upon review, the Board, by the affirmative vote of a majority of the entire
Board, may sustain any determination or penalty imposed, may modify or reverse any such determination,
and may increase, decrease or eliminate any such penalty, or impose any penalty permitted under this Article
as it deems appropriate.

In a disciplinary proceeding involving a written consent to the imposition of a specified penalty, any member
of the Board or the Board of Executives specified in or designated pursuant to the preceding paragraph,
and any member of the Regulation, Enforcement & Listing Standards Committee may require a review by
the Board of any determination or penalty, or both[, imposed by the hearing panel. In any such proceeding,
the division or department which entered into the written consent, may require a review by the Board of any
penalty, including any determination related thereto, imposed by the hearing panel, which is less severe
than the stipulated penalty]. The respondent or the division or department which entered into the written
consent may require a review by the Board of any rejection of the written consent by the hearing panel. Any
review provided in this paragraph shall be conducted in accordance with procedures set forth in the rules of
the Exchange. Upon review, the Board, by the affirmative vote of a majority of the entire Board, may fix and
impose the penalty agreed to in such written consent or any penalty which is less severe than the stipulated
penalty, or remand the case for further proceedings.

Notwithstanding any other provisions of this Section, the Chief Executive Officer (a) may not require a review
by the Board under this Section and (b) shall be recused from deliberations and actions of the Board with
respect to matters to be reviewed by the Board under this Section.

* * * *

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

6  Amended January 20, 1988 to eliminate any limitation on the amount of fines which may be assessed.
Violations which occurred on or prior to January 20, 1988 will still be subject to a fine limit not to exceed
$25,000 per charge for a natural person or $100,000 per charge as to other than a natural person.
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February 3, 2006

   ATTENTION: COMPLIANCE, LEGAL, REGISTRATION AND TRAINING DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO RULE 445 (“ANTI-MONEY LAUNDERING COMPLIANCE PROGRAM”)

Summary

On January 25, 2006, the Securities and Exchange Commission (the “Commission”) issued an order 1  
approving amendments to New York Stock Exchange (“Exchange”) Rule 445 (“Anti-Money Laundering
Compliance Program” or the “Rule”). Rule 445 requires Exchange members and member organizations
to develop an Anti-Money Laundering Compliance Program (“AML Program” or the “Program”) designed
to comply with the requirements of the Bank Secrecy Act and the implementing regulations promulgated

thereunder. 2   Rule 445 further requires the designation of a person or persons, commonly known as “AML
Officers,” responsible for implementing and monitoring the Program's day-to-day operations and internal
controls. In addition, the Rule requires the “independent testing” of the Program.

The amendments to Rule 445 (see Exhibit A) establish a time frame for the “independent testing”
requirement; establish a standard to determine who is adequately qualified and sufficiently independent to
conduct such testing; and establish affiliation guidelines for AML Officers (see also Exhibits B and C). The
amendments are effective immediately.

Independent Testing

Rule 445(3) requires members and member organizations to provide for “independent testing” of AML
programs to be conducted by member or member organization personnel, or by a qualified outside party.

Time Frames for Testing

In October 2003, the Exchange issued Information Memo 03-48 which stated that, until the establishment
of codified time frames within which such independent audit functions must be performed, each member
and member organization must, at a minimum, develop a definitive plan for independent testing to include a
detailed description of testing procedures and a timetable for their completion.

The amendments to Rule 445(3) now establish that members and member organizations that conduct a

public business 3   must independently test their AML Program, at a minimum, on an annual calendar year
basis. Members and member organizations that do not conduct a public business must independently test
their AML Program, at a minimum, every two calendar years. Section .10 of the Rule's Supplemental Material
obliges members and member organizations to undertake more frequent testing if circumstances warrant
(e.g., a material change to the business mix of the member or member organization; in the event of a merger
or acquisition; if testing of the AML Program reveals systematic weaknesses; or in response to any other
regulatory “red flags”).

Qualification Standards

In addition, the amendments clarify the qualification standards of persons who conduct the independent
testing function. Specifically, section .20 of the Rule's Supplementary Material requires that any such
testing functions must be conducted by a designated person with a working knowledge of the applicable
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requirements of the Bank Secrecy Act and its implementing regulations. Further, in order to promote the
independence, and thus the integrity, of the testing function by insulating it from the day-to-day administration
of the activities being tested, it may not be conducted by a person who performs the functions being tested,
by the designated AML Officer, or by a person who reports to either.

AML Officers

Rule 445(4) requires that member organizations designate, and identify to the Exchange, an AML Officer who
is responsible for overseeing the firm's AML Program. This provision also requires members and member
organizations to promptly notify the Exchange if there are any changes to this designation.

AML Officer Affiliation Guidelines

The amendments to Rule 445(4) establish affiliation guidelines for AML Officers. Specifically, the
amendments clarify that a designated AML Officer may either be an employee of the member or member
organization or, with the prior approval of the Exchange, an employee of a parent, affiliate, or subsidiary
of the member or member organization. Allowing an employee of a parent, affiliate, or subsidiary to act as
AML Officer recognizes that many member organizations are part of a corporate family. Such corporate
structures may have an extensive AML Program that encompasses and integrates several corporate
entities. Accordingly, Rule 445 affords member organizations the flexibility to utilize an AML Officer who
is optimally situated within its corporate family, thus allowing for the monitoring of inter-entity transactions.
Such an approach can provide a more global perspective and thus a more comprehensive and effective AML
Program.

Additional Requirements for “Outside” AML Officers

If the person to be designated AML Officer is an employee of a parent, affiliate, or subsidiary, such person
(i.e, the “outside” AML Officer) must execute an attestation, acceptable to the Exchange, consenting to the
supervision of each member or member organization for which they are designated and to the jurisdiction
of the Exchange (see Exhibit B). Also, the member or member organization must execute an agreement,
acceptable to the Exchange, acknowledging their responsibility to supervise the designated person as an

employee for all regulatory purposes 4   (see Exhibit C).

Changes in “Outside” AML Officer Designations

As noted above, Exchange approval of “outside” AML Officer arrangements is required. The Exchange will
review proposed arrangements to make practical determinations regarding their efficacy (e.g., whether the
proposed arrangement is structured such that the AML Officer will be positioned to effectively implement the
AML Program, and whether he or she will have sufficient time and resources to monitor the Program's day-
to-day operations and internal controls). The review and approval process will not necessarily focus on the
qualifications of the designated AML Officer (as such qualification determinations are the responsibility of the
member organization).

Therefore, according to section .30 of the Rule's Supplementary Material, if an “outside” AML Officer
arrangement has previously been approved by the Exchange, and such designated AML Officer is to
be replaced, Exchange approval is not required for this designation change if the previously approved
arrangement is otherwise substantially unchanged. The member or member organization still has a duty to
promptly notify the Exchange of the change, and to ensure execution of the required attestation documents
pursuant to Rule 445(4)(C).

Questions regarding this Information Memo may be directed to Stephen A. Kasprzak at (212) 656-5226.

___________________________

Donald van Weezel
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Vice President

Member Firm Regulation

Attachments

Exhibit A

Additions are underscored

Deletions are [bracketed]

Anti-Money Laundering Compliance Program

Rule 445. Each member organization and each member not associated with a member organization shall
develop and implement a written anti-money laundering program reasonably designed to achieve and monitor
compliance with the requirements of the Bank Secrecy Act (31 U.S.C. 5311, et seq.), and the implementing
regulations promulgated thereunder by the Department of the Treasury. Each member organization's anti-
money laundering program must be approved, in writing, by a member of senior management.

The anti-money laundering programs required by this Rule shall, at a minimum:

(1) Establish and implement policies and procedures that can be reasonably expected to detect and cause
the reporting of transactions required under 31 U.S.C. 5318(g) and the implementing regulations thereunder;

(2) Establish and implement policies, procedures, and internal controls reasonably designed to achieve
compliance with the Bank Secrecy Act and the implementing regulations thereunder;

(3) Provide for annual (i.e., on a calendar-year basis) independent testing for compliance to be conducted by
member or member organization personnel or by a qualified outside party , unless the member or member
organization does not conduct a public business (e.g., engages solely in proprietary trading, or conducts
business only with other broker-dealers) in which case “independent testing” is required every two years (on a
calendar-year basis);

(4) Designate, and identify to the Exchange (by name, title, mailing address, e-mail address, telephone
number, and facsimile number) a person or persons responsible for implementing and monitoring the day-
to-day operations and internal controls of the program and provide prompt notification to the Exchange
regarding any change in such designation(s) .[;and] Such person or persons must:

(A) be employed by each member or member organization for which they are designated pursuant to
this paragraph, or

(B) be employed by an entity that directly or indirectly controls, or is controlled by, or is under common
control with the member or member organization (i.e., a parent, affiliate, or subsidiary of the
member or member organization).

(C) Except as provided by Supplementary Material paragraph .30, the prior written approval of the
Exchange is required if a person is to be designated pursuant to section (4)(B) of this rule. Further,
each such person must execute an attestation, acceptable to the Exchange, consenting to the
supervision of each member or member organization for which they are designated and to the
jurisdiction of the Exchange. In addition, the member or member organization must execute an
agreement, acceptable to the Exchange, acknowledging their responsibility to supervise, as an
employee for all regulatory purposes, each such person designated by them; and

(5) Provide ongoing training for appropriate persons.

Supplementary Material

.10 All members and member organizations should undertake more frequent testing than required by Rule
445(3) if circumstances warrant.
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.20 Independent testing pursuant to Rule 445(3) must be conducted by a designated person with a working
knowledge of applicable requirements under the Bank Secrecy Act and its implementing regulations.
Independent testing may not be conducted by a person who performs the functions being tested, or by the
designated AML compliance officer, or by a person who reports to either.

. 30 If a person designated as AML Officer pursuant to an arrangement structured under paragraph 4(B) is
to be replaced by another person, and such arrangement has previously been approved by the Exchange
pursuant to paragraph 4(C), then Exchange approval of the designation change is not required if the
previously approved arrangement is otherwise substantively unchanged. However, prompt notification to the
Exchange of the designation change is still required under paragraph (4).

Exhibit B

AML Officer Consent to Jurisdiction

In consideration of the New York Stock Exchange, Inc.'s (the “Exchange”) receipt and consideration of my
designation as an Anti-Money Laundering (“AML”) Officer pursuant to NYSE Rule 445, I agree that:

(a) I am and shall remain subject to the direct, detailed supervision, control and discipline of (Member or
Member Organization) with respect to any and all activities engaged in by me related to the securities
business, and any other business engaged in by (Member or Member Organization), and to be bound by
the relevant, rules, standards and guidelines of (Member or Member Organization) regarding duties and
responsibilities governing my conduct.

(b) For all purposes of the Constitution and Rules of the Exchange I shall be deemed to be an employee of
(Member or Member Organization). I am and shall remain fully subject to the jurisdiction of the Exchange
and to the Constitution and Rules of the Exchange as amended, including, but not by way of limitation,
all penalties, prohibitions or limitations provided for therein, as they apply to an “employee” of a member
or member organization of the Exchange, and I shall at all times conduct myself in accordance with said
Constitution and Rules.

_________________________

Date

_________________________

Signature of AML Officer

_________________________

Name of AML Officer

_________________________

Social Security Number

____________________________

____________________________

____________________________

____________________________

Name and Address of Member or Member Organization

Exhibit C

(M. O. Letterhead)

Acknowledgement of Supervisory Responsibility over AML Officer
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New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005

Attention:

In connection with the request of (Member or Member Organization) for the designation of (Name of
Designee) as Anti-Money Laundering (“AML”) Officer pursuant to NYSE Rule 445, please be advised as
follows.

(Member or Member Organization):

1. reaffirms its duty and responsibility to supervise, control and, as appropriate, discipline each person
who performs services on its behalf in connection with or arising from its activities as a member or
member organization of the New York Stock Exchange, Inc. including (Name of Designee);

2. represents that it considers each such person (including the person specifically named above) to
constitute its employee for all regulatory purposes including the Constitution and Rules of the New
York Stock Exchange, Inc., as to whom it shall apply and enforce its own rules, standards and
guidelines and the Constitution and Rules of the New York Stock Exchange, Inc.;

3. represents that it has so advised the above named person;
4. acknowledges and concludes that the person named above, as an employee of (Member or

Member Organization) for all regulatory purposes is subject, as such, to the jurisdiction of the New
York Stock Exchange, Inc.; and

5. represents that the New York Stock Exchange, Inc. may rely upon the foregoing.

(Member or Member Organization)

By: ________________________________

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Release No. 34-34-53176 (January 25, 2006); 71 FR 5392 (February, 1 2006); (File No.
SR-NYSE-2005-36). The SEC also recently approved similar amendments to NASD Rule 3011.
See Release No. 34-53030 (December 28, 2005); 71 FR 632 (January 5, 2006); (File No. SR-
NASD-2005-66).

2  31 U.S.C. 5311 et seq.; 31 CFR 103.
3  Members and member organizations that conduct no public business include those that engage solely in

proprietary trading or that conduct business only with other broker-dealers.
4  See Rule 445(4).
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January 25, 2006

   ATTENTION: MANAGING PARTNER, CHIEF EXECUTIVE OFFICER, BRANCH OFFICE MANAGERS,
COMPLIANCE OFFICER, TRAINING AND HUMAN RESOURCES DIRECTORS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: netCEP: New Training/Learning Management System for Firms and Individuals

The Securities Industry/Regulatory Council on Continuing Education is introducing a training library and
Learning Management System called netCEP. SM netCEP includes actual scenarios that were formerly in the
industry Continuing Education Regulatory Element Programs. These materials have been and will continue to
be updated to reflect current industry rules and regulations.

netCEP provides on-demand, web-based training and delivery of content for both individuals and firms.
netCEP will be a valuable resource for firms in their annual Firm Element Programs, new hire training, skills
improvement, and general rule, product and compliance training. netCEP offers a Learning Management
System (LMS), which allows administrators to select and assign specific scenarios for individuals or groups of
people, track completion of materials, and generate reports for completion and scoring results. The LMS may
be sorted into groups of various registration categories or by an employee's job function and/or responsibility.

There are three programs available in netCEP: the S201 Supervisors Program for registered principals and
supervisors, the S106 Investment Company Representatives Program for Series 6 registered persons, and
the S101 General Program for Series 7 registered persons and all other registration categories.

The content in netCEP covers a wide range of topics that match the modular interactive design of the
Regulatory Element Programs. Each module includes numerous scenarios to choose from within particular
subject matters. Individuals may need to refresh their knowledge on topics that include suitability and sales
practices or view a scenario that covers a specific topic or product such as breakpoints or options.

Individuals can access netCEP to prepare for a required Regulatory Element session, personal training
and development, on their own time and at their own pace. netCEP may also be particularly helpful to
those individuals who hold a Series 7A, the registration for Floor Members Engaged in Public Business with
Professional Customers, when preparing to take the S101 Regulatory Element session.

For more detailed information about netCEP and what it has to offer, please view the attached fully-functional
netCEP demonstration CD. For technical specifications, requirements and costs, or to access a scenario from
each program on a trial basis, please visit www.netceponline.com.

Questions about netCEP should be directed to Roni Meikle at (212) 656-2156 or Lori Enright at (212)
656-4664.

___________________________

Donald van Weezel

Vice President

Member Firm Regulation

Attachments

Copyright 2019, NYSE Group, Inc. All rights reserved.
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January 12, 2006

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, CREDIT AND MARGIN
DEPARTMENTS, COMPLIANCE AND LEGAL DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: MARGIN EXTENSIONS HOLIDAY SCHEDULE

The New York Stock Exchange (the “NYSE”) is providing the following schedule to assist our member
organizations and reduce the number of Federal Reserve Board Regulation T 220.8, and Securities
Exchange Act Regulation 15c3-3(m) and (n) margin extensions denied around holidays. “Regular way”
transactions made on the business days noted below will be subject to the following schedule.

Background

Pursuant to Sections 220.8(b)(1) and (4) of Regulation T of the Federal Reserve Board, a broker/dealer must
promptly cancel or otherwise liquidate a customer purchase transaction in a cash account if full payment is
not received within five business days from the date of purchase or, pursuant to Section 220.8(d)(1), make
application to extend the time period specified provided that exceptional circumstances warrant such action.
The date by which members must take such action is shown below in the column titled “Regulation T Date.”

Similarly, SEA Regulation 15c3-3 requires member organizations to take prompt steps to obtain possession
or control of securities pursuant to paragraph (m) through a buy-in procedure or otherwise if securities are not
received within thirteen business days from the date of sale or, pursuant to paragraph (n), make application
to extend the time period specified provided that exceptional circumstances warrant such action. The date by
which members must take such action is shown below in the column titled “SEC Extension Date.”

Martin Luther King, Jr. Day:

The NYSE and other U.S. securities exchanges will be closed on Monday, January 16, 2006, in observance
of Martin Luther King, Jr., Day.

 

Trade
Date

Settlement Date Regulation T Date SEC Extension Date

 

January 10 January 13 January 18 January 30
 

11 17 19 31
 

12 18 20 February 1
 

13 19 23 2
 

16 Markets Closed — — —
 

17 20 24 3
 

Presidents' Day:

The NYSE and other U.S. securities exchanges will be closed on Monday, February 20, 2006, in observance
of Presidents' Day.

 

Trade
Date

Settlement Date Regulation T Date SEC Extension Date

 

February 14 February 17 February 22 March 6
 

15 21 23 7
 

16 22 24 8
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17 23 27 9
 

20 Markets Closed — — —
 

21 24 28 10
 

Good Friday:

The NYSE and other U.S. securities exchanges will be closed on Friday, April 14, 2006, in observance of
Good Friday.

 

Trade
Date

Settlement Date Regulation T Date SEC Extension Date

 

April 10 April 13 April 18 April 28
 

11 17 19 May 1
 

12 18 20 2
 

13 19 21 3
 

14 Markets Closed — — —
 

17 20 24 4
 

Memorial Day:

The NYSE and other U.S. securities exchanges will be closed on Monday, May 29, 2006, in observance of
Memorial Day.

 

Trade
Date

Settlement Date Regulation T Date SEC Extension Date

 

May 23 May 26 May 31 June 12
 

24 30 June 1 13
 

25 31 2 14
 

26 June 1 5 15
 

29 Markets Closed — — —
 

30 2 6 16
 

Independence Day:

The NYSE and other U.S. securities exchanges will be closed on Tuesday, July 4, 2006, in observance of
Independence Day.

 

Trade
Date

Settlement Date Regulation T Date SEC Extension Date

 

June 28 July 3 July 6 July 18
 

29 5 7 19
 

30 6 10 20
 

July 3 7 11 21
 

4 Markets Closed — — —
 

5 10 12 24
 

Labor Day:

The NYSE and other U.S. securities exchanges will be closed on Monday, September 4, 2006, in
observance of Labor Day.

 

Trade Date Settlement Date Regulation T Date SEC Extension Date
 

August 29 September 1 September 6 September 18
 

30 5 7 19
 

31 6 8 20

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

190

http://researchhelp.cch.com/License_Agreement.htm


 

Sept 1 7 11 21
 

4 Markets Closed — — —
 

5 8 12 22
 

Columbus Day:

The NYSE and other U.S. securities exchanges will be open for trading on Columbus Day, Monday, October
9, 2006. Therefore, it is considered a business day for receiving customers' payments under Regulation T of
the Federal Reserve Board. However, it will not be a settlement date because many of the nation's banking
institutions will be closed.

 

Trade Date Settlement Date Regulation T Date SEC Extension Date
 

October 3 October 6 October 10 October 20
 

4 10 11 23
 

5 11 12 24
 

6 12 13 25
 

9 12 16 26
 

10 13 17 27
 

Veterans' Day And Thanksgiving Day:

The NYSE and other U.S. securities exchanges will be open for trading on Veterans' Day, Friday, November
10, 2006. Therefore, it is considered a business day for receiving customers' payments under Regulation T of
the Federal Reserve Board. However, it will not be a settlement date because many of the nation's banking
institutions will be closed.

The NYSE and other U.S. securities markets will be closed on Thursday, November 23, 2006, in
observance of Thanksgiving Day.

 

Trade Date Settlement Date Regulation T Date SEC Extension Date
 

November 6 November 9 November 13 November 24
 

7 13 14 27
 

8 14 15 28
 

9 15 16 29
 

10 15 17 30
 

13 16 20 December 1
 

17 22 27 7
 

20 24 28 8
 

21 27 29 11
 

22 28 30 12
 

23 Markets Closed — — —
 

24 29 Dec. 1 13
 

Christmas Day:

The NYSE and other U.S. securities exchanges will be closed on Monday, December 25, 2006, in
observance of Christmas Day.

 

Trade Date Settlement Date Regulation T Date SEC Extension Date
 

December 19 December 22 December 27 January 9, 2007
 

20 26 28 10
 

21 27 29 11
 

22 28 January 2, 2007 12
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25 Markets Closed — — —
 

26 29 3 16
 

Brokers, dealers, and municipal securities dealers should use the foregoing settlement dates for purposes of
clearing and settling transactions pursuant to the NYSE.

Inquiries regarding this Information Memo should be directed to Patrice Vellecca (212) 656-2784, or Debra
German (212) 656-8572.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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January 3, 2006

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW RULE 80A COLLARS AND RULE 80B CIRCUIT BREAKER LEVELS FOR FIRST
QUARTER 2006

As of October 1, 2005, Rule 80A requirements on limitations on index arbitrage trading in component

stocks of the S & P 500 Index SM 1   are based on the NYSE Composite Index® (also referred to as

NYA), instead of the Dow Jones Industrial Average SM 2   (“DJIA”). See Information Memo No. 05-72
(September 26, 2005) for a detailed explanation.

EFFECTIVE January 1, 2006 through March 31, 2006

• Rule 80A restrictions on index arbitrage trading in component stocks of the S&P 500 Stock Price
Index will be imposed when the NYSE Composite Index (also known as NYA) is above or below
its closing value on the previous trading day by:

150 points or more
• Rule 80A restrictions will be removed when the NYSE Composite Index is above or below its

closing value on the previous trading day by:

70 points or less
• Index arbitrage order entry restrictions will be re-imposed each time the NYSE Composite Index

advances or declines

150 points from the prior day's close.
• Rule 80B trading halts will be triggered when the Dow Jones Industrial Average (“DJIA”) declines

below its closing value on the previous trading day by:

1,100 points (Level 1)

2,150 points (Level 2)

3,250 points (Level 3)

Rule 80A

Whenever Rule 80A collars are in effect due to a decline in the NYSE Composite Index, all index arbitrage
orders to sell any component stock of the S & P 500 Stock Price Index must be marked “sell plus”; and
whenever the collars are in effect due to an advance in the NYSE Composite Index, all index arbitrage
orders to buy must be marked “buy minus.”

Rule 80B

Whenever a Rule 80B circuit breaker is in effect, trading in all stocks on the Exchange will halt for the time
periods specified below.

Level 1 Halt

a) a) before 2:00 p.m. - one hour;
b) b) at 2:00 p.m. or later but before 2:30 p.m. - 30 minutes;
c) c) at 2:30 p.m. or later - trading shall continue, unless there is a Level 2 Halt.
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Level 2 Halt

a) a) before 1:00 p.m. - two hours;
b) b) at 1:00 p.m. or later but before 2:00 p.m. - one hour;
c) c) at 2:00 p.m. or later - trading shall halt and not resume for the remainder of the day.

Level 3 Halt

at any time - trading shall halt and not resume for the remainder of the day.

A complete discussion of the calculation of trigger values for Rule 80B was published in Information Memo
No. 98-15, dated April 13, 1998.

Questions concerning these matters may be addressed to Donald Siemer at (212) 656-6940 or Jean Walsh at
(212) 656-4931.

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  "S & P 500 Index" is a service mark of Standard & Poor's Corporation.
2  "Dow Jones Industrial Average" is a service mark of Dow Jones & Company, Inc.
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December 28, 2005

   ATTENTION: COMPLIANCE, LEGAL, REGISTRATION AND TRAINING DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: REGULATORY AND EXAMINATION FEE INCREASES FOR 2006

On December 23, 2005 the NYSE filed with the Securities and Exchange Commission (“SEC” or
“Commission”) a rule change to increase certain fees that the Exchange charges its members and member

organizations. 1   Specifically, the rule change increases the following fees: (1) Margin Extension Fees -
increased from $2.00 to $4.00 per extension; (2) the Series 7 (“General Securities Registered Representative
Examination”) Development Fee - increased from $90.00 to $100.00; (3) Statutory Disqualification (“SD”)
Fees - now $1000.00 for SD reviews and $1500.00 for SD filings; and (4) the Session Fee for the Regulatory
Element of the continuing education requirements of Rule 345A (“Continuing Education for Registered
Persons”) - increased from $60.00 to $75.00 (see Exhibit A). The new fees are effective January 1, 2006.

Margin Extension Fees

Under Regulation T of the Federal Reserve System and Rule 15c3-3 under the Securities Exchange Act
of 1934 (the “Exchange Act”), broker-dealers may file requests on behalf of customers to extend, under
“exceptional circumstances,” the time period which customers have to pay for a security purchased or to
deliver a security sold. Since January 1978, the Exchange has charged member organizations a $2 fee
per extension request for processing these extensions of time through the Exchange's automated Margin
Extension System (“MEX”). MEX maintains a history of Regulation T extensions submitted for each customer,
and thus helps prevent excessive numbers of requests and customer abuses of the extension privilege.

As a result of enhancements to the MEX system, increasing costs associated with providing these services
to broker-dealers on behalf of customers, and expenses incurred in monitoring for compliance with applicable
margin and sales practice rules, the fee for an extension request has been increased to $4.

Series 7 Examination Development Fee

The Series 7 Examination is developed, maintained, and owned by the Exchange. It is intended to safeguard
the investing public by helping to ensure that registered representatives are competent to perform their jobs.
Pursuant to this purpose, the Series 7 Examination is designed to accurately and reliably measure the degree
to which each candidate possesses the knowledge, skills and abilities needed to perform the critical functions
of a registered representative.

Prior to the rule change, the Exchange imposed an examination development fee of $90. This fee includes
costs incurred by the Exchange to develop and implement the examination as well as to monitor for
compliance with applicable registration, reporting and sales practices rules. The Series 7 Examination is
administered at testing centers around the world pursuant to a contract with the NASD.

The rule change increases the development fee from $90 to $100. The NASD has filed a proposed rule
change increasing the administration fee to $150. Therefore, the total fee for each individual who takes the
Series 7 Examination for registration as a Registered Representative will be $250, effective January 1, 2006.

Statutory Disqualification Fees
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Section (f) of NYSE Rule 346 (“Limitations-Employment and Association with Members and Member
Organizations”) provides that except as otherwise permitted by the Exchange no member, member
organization, allied member, approved person, or employee shall be associated with any person who is
known to be subject to a statutory disqualification as defined in Section 3(a)(39) of the Exchange Act. Rule
346 further provides that any member organization seeking permission to have such person continue to be or
become associated with it shall pay a fee in an amount to be determined by the Exchange.

The Exchange Act prohibits a person (including broker-dealers) subject to a statutory disqualification
(e.g., a suspension or bar by the SEC, a state or another exchange or being convicted of certain criminal
activities) from being associated with a broker-dealer unless specific application to the SEC for such
association is made by a self-regulatory organization (“SRO”) on behalf of the person. The SRO makes
such application after investigation of the facts surrounding the request. Specifically, Rule 19h-1 under
the Exchange Act provides that any SRO proposing to admit or continue any person's association with a
member, notwithstanding a statutory disqualification, shall file a notice with the Commission of such proposed
admission or continuance.

Prior to the rule change, when a member organization sought approval to remain or to become associated
with a person subject to any statutory disqualification, the Exchange imposed a $1,000 fee for filing the
notice pursuant to Rule 19h-1. In instances where the Exchange was not required to make such a filing (e.g.,
persons engaged in clerical and ministerial securities activities) but nevertheless reviewed the request, no fee
was assessed, notwithstanding the expenses incurred in conducting the review.

Beginning January 1, 2006, as a result of costs associated with the development and maintenance of a new
system to track statutory disqualifications, the increased cost of processing filings, and the increased costs of
conducting examination oversight of statutory disqualifications, a fee in the amount of $1,000 will be charged
in instances where reviews are performed but a 19h-1 filing is not required. In instances where the Exchange
makes the Rule 19h-1 filing, the fee has been increased from $1,000 to $1,500.

Regulatory Element Fee

Exchange Rule 345A provides, in part, that no member or member organization shall permit any registered
person to continue to, and no registered person shall continue to, perform duties as a registered person
unless such person has complied with the Regulatory Element continuing education requirements of the Rule.

The Regulatory Element requires each subject registered person to complete a standardized, computer-
based, interactive continuing education program within 120 days of their second registration anniversary
date and every three years thereafter, or as otherwise prescribed by the Exchange. The purpose of this
requirement is to help ensure that registered persons are kept up-to-date on regulatory, compliance, and
sales practice-related industry rules and issues. There are three Regulatory Element programs: The S201
Supervisor Program, the S106 Series 6 Program, and the S101 General Program for Series 7 and all other
registrations. Persons who fail to complete the Regulatory Element within the prescribed time frame are
deemed inactive and may not perform, nor receive compensation for, functions requiring registration.

The Regulatory Element is a component of the Securities Industry Continuing Education Program (the
“Program”) under NYSE Rule 345A. The Securities Industry/Regulatory Council on Continuing Education
(“Council”) was organized in 1995 to facilitate cooperative industry and regulatory coordination of the
administration and future development of the Program in keeping with applicable industry regulations and
changing industry needs. Its roles include recommending and developing specific content and questions for
the Regulatory Element, defining minimum core curricula for the Firm Element component of the Program,
and developing and updating information about the Program for industry-wide dissemination. It is the
Council's responsibility to maintain the Program on a revenue neutral basis while maintaining adequate
reserves for unanticipated future expenditures

At its September 2005 meeting, the Council voted unanimously to increase the Regulatory Element session
fee from $60 to $75 effective January 1, 2006, in order to meet costs and maintain an adequate reserve in
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2006. The Regulatory Element session fee was initially set at $75 when the program was established in 1995.
The session fee was reduced in 1999 to $65 and again in 2004 to $60. The increase returns the Regulatory
Element session fee to its original 1995 level.

Questions regarding this Information Memo may be directed to your Finance Coordinator.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Attachments

Exhibit A

Additions are underlined

Deletions are [bracketed]

NYSE [2005] 2006 Price List

Pages 1 - 8 No changes.
Registration Fees
Branch Office Fee - per branch (annual and new)

Number of Branches
First 1,000 branches $350.00
Next 2,000 branches 150.00
Over 3,000 branches 125.00

Registered Persons
New - per application 65.00
Transfers - per application 43.00
Annual Maintenance - per person 52.00

Specialists (annual and new)
Regular specialists 1,000.00
Associate and relief specialists 50.00

Credit Extensions
Amount per extension [$2.00] $4.00
Statistical reports No Charge

Regulatory Fee
Amount per $1,000 Gross FOCUS Revenue $0.42
Minimums

Non-public members or firms $180.00
Introducing firms 1,000.00
Carrying firms and specialists 2,000.00

Trading Floor Regulatory Fee
Specialists

Annual aggregate fee of $16,000,000 to be allocated among Specialist firms based on
the number of memberships affiliated with each Specialist firm.

Non-Specialist Members - per member, per annum $11,000.00
Maximum per firm per annum 50,000.00

Other
New Firm Fee - per application

Carrying Firms $20,000.00
Introducing Firms 7,500.00
Non-Public Organizations and Individuals 2,500.00
Existing Members to Non-Public Organizations 1,000.00

Statutory Disqualification Filing Fee [1,000.00] $1,500.00
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Statutory Disqualification Review Fee $1,000.001 
FOCUS Feedback - each 250.00

- four quarters 900.00
Fingerprint Processing - new 25.50

- resubmission (NYSE
fee only) 1.50

Continuing Education Program for Active Floor Members
Required semi-annual participation fee $100.00
Fee to re-register for another session 100.00

Regulatory Element Fee $75.002 
Testing Fees Please call 212.656.2578 for information.
Qualification Examinations

Series 7 Fee $100.003 

1  The $1,000.00 fee is effective as of January 1, 2006. There was no fee before for the review of statutory
disqualification applications, prior to January 1, 2006.

2  The $75.00 fee is effective as of January 1, 2006. The fee was $60.00, prior to January 1, 2006.
3  The $100.00 fee is effective as of January 1, 2006. The fee was $90.00, prior to January 1, 2006.

* * * * *

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See SR-NYSE-2005-92.
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December 28, 2005

   ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER AND CHIEF FINANCIAL OFFICER/
PARTNER AND REGULATORY REPORTING DEPT.

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ELIMINATION OF PAPER COPY FOCUS REPORT SUBMISSION TO NEW YORK STOCK
EXCHANGE

Effective with the January 2006 filing of Form X-17A-5 FOCUS Report (“the FOCUS Report”), which will
be due in February 2006, the electronic submission of the FOCUS Report will be the only filing required to
meet the reporting requirement of SEA Rule 17a-5 (Reports to Be Made by Certain Brokers and Dealers).
Consequently, members and member organizations will no longer be required to submit a paper copy of the
FOCUS Report to the New York Stock Exchange (“NYSE”).

Members and member organizations are reminded that signatures of at least two principal executive officers
or partners are required on the cover page of the FOCUS Report at the time it is electronically filed with
the Exchange. The cover page should be retained as part of the member or member organization's books
and records in accordance with the requirements of SEA Rule 17a-4 (Records to be Preserved by Certain
Exchange Members, Brokers and Dealers) and NYSE Rule 440 (Books and Records). NYSE staff may
request to review the signed cover page during their examinations, or may ask for a copy to be submitted to
the NYSE, as needed.

Members and member organizations should be aware that failure to timely obtain the required signatures on
the cover page of the FOCUS Report will not limit the NYSE's ability to take disciplinary action against the
responsible principal executive officers or partners who have been delegated overall responsibility for the
FOCUS Report filings.

Specialist organizations that deduct specialist haircut charges pursuant to SEA Rule 15c3-1(c)(2)(vi) but
also add-back haircut charges to their capital on their specialist positions pursuant to SEA Rule 15c3-1(c)
(2)(vi)(N), and where this add-back to capital is only disclosed on their paper copy FOCUS Reports, should
continue to retain these FOCUS Reports as part of their books and records pursuant to SEA Rule 17a-4
(Records to be Preserved by Certain Exchange Members, Brokers and Dealers) and NYSE Rule 440 (Books
and Records). NYSE staff may request to review these FOCUS reports during their examinations.

If you have any questions regarding this Information Memo, please contact your Finance Coordinator.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.
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December 28, 2005

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, CREDIT AND MARGIN
DEPARTMENTS, COMPLIANCE AND LEGAL DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: REVISED MARGIN EXTENSION (MEX) AND FIRM EXTENSION (FEX) SYSTEM NEW
REQUIREMENTS PILOT

Member organizations are advised of a revision to the requirements for extension processing that were
previously detailed in Information Memo 05-78 dated October 12, 2005. That memo indicated that in the
future additional information would be required when filing extensions, including the correspondent name and
the branch office number.

To better enhance our surveillance and examination capabilities of those member organizations that clear
for correspondent firms, the New York Stock Exchange (“NYSE”) is further revising these requirements and
will now require member organizations that clear for correspondent firms to provide additional information.
As a result of these revisions, the Exchange is delaying the effective date of the pilot phase until January 9,
2006. This pilot is scheduled to run until April 1, 2006. The additional information will require the member
organization to determine whether or not the correspondent firm is a member of the NYSE.

• If the correspondent firm is a member of the NYSE, the firm's ID number and branch number will
also be required.

• If the correspondent firm is not a member of the NYSE, then the correspondent firm's name and
Central Registration Depository (“CRD”) number will be required. The CRD number is assigned by
the NASD to every broker-dealer upon registration.

• The branch code for all member organizations filing extensions will still be required.

Further details regarding the revised requirements are as follows:

Filing via EFP:

1) A correspondent field will prompt the user to select “Yes” or “No”, indicating whether or not the
extension is being filed on behalf of a correspondent firm.

2) If the correspondent field is populated “Yes”, the user will be prompted to populate another field
indicating whether or not the correspondent is an NYSE member. If this field is not populated the
user will not be permitted to proceed with processing the extension.

3) If the correspondent is an NYSE member, the correspondent firm's ID and branch number will
also be required. If this information is not entered the user will not be permitted to proceed with
processing the extension.

4) If the correspondent field is populated “No” the correspondent firm's name and CRD number will be
required. If this information is not entered the user will not be permitted to proceed with processing
the extension.

5) The branch code for all member organizations filing extensions will still be required. If a NYSE
branch code is not provided the user will not be permitted to proceed with processing the extension.

Filing via CPU to CPU:

Member organizations that file extensions via SIAC will need to make changes to the CPU to CPU file format
in order to provide the new information outlined below:
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1) An indicator as to whether or not the extension is being filed on behalf of a correspondent firm will
need to be added.

2) If the correspondent indicator is yes, an indicator as to whether or not the correspondent is an
NYSE member will be required. If this is not provided, the result will be a denied extension.

3) If the correspondent firm is an NYSE member, the correspondent firm's ID and branch number will
also be required. If this information is not provided the result will be a denied extension.

4) If the correspondent is not an NYSE member, the correspondent firm's name and CRD number will
be required. If this information is not provided the result will be a denied extension.

5) The branch code for all member organizations filing extensions will still be required. If an accurate
NYSE branch code is not provided the result will be a denied extension.

New Issue Trades

In addition, in order to enhance the processing of extensions for new issue trades, the Exchange will require
that the settlement date be provided. Extensions for new issues are driven by the settlement date of a trade,
as customers are given additional time to make payment, pursuant to Regulation T of the Federal Reserve
Board. Member organizations that file via the Exchange's Electronic Filing Platform (EFP”) will not have to
make any programming changes, as the changes will be made to the user interface. Member organizations
that file via SIAC will need to make changes to the file that is transmitted by providing the settlement date for
all new issue trades.

Filing via EFP:

1) Users will be required to enter a trade date regardless of whether or not the extension is for a new
issue trade.

2) A new settlement date field will be added to the user interface.
3) If the new issue indicator is not checked, the settlement date field is inactive. If the new issue

indicator is checked, the settlement date field will become active and the user must enter a date.
4) If the settlement date is not entered the user will not be permitted to proceed with processing the

extension.

Filing via CPU to CPU:

1) The file transmission must indicate whether or not an extension is for a new issue, as is currently
done.

2) The file transmission must include the settlement date for each trade, along with the trade date.
3) If the extension that is transmitted indicates a new issue trade, and the settlement date is not

provided, the result will be a denied extension.

If you have any questions or concerns regarding this memo or would like to volunteer your member
organization's participation in this pilot, please contact Albert Lucks at 212-656-5782, Steve Yannolo at
212-656-2274, Patrice Vellecca at 212-656-2784, or Debra German at 212-656-8572.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
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   ATTENTION: COMPLIANCE, LEGAL, AND REGISTRATION DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO THE INTERPRETATION OF RULE 342 RELATING TO “LIMITED
PURPOSE OFFICES”

Summary

On November 29, 2005, the Securities and Exchange Commission (“SEC” or “Commission”) approved

amendments 1   (the “Amendments”) to the Interpretation of NYSE Rule 342 (“Offices - Approval, Supervision
and Control”) (see Exhibit A) that, subject to Exchange approval, allow for the designation of certain branch
offices as “limited purpose offices.” The “limited purpose office” is a new category that is intended to address
branch office locations with Registered Representatives (“RRs”) that may conduct limited business activities,
may not offer a full range of products, or that may have limited registration qualifications (e.g., Series 6 -
Investment Company and Variable Contracts Products Representative or Series 52 - Municipal Securities
Representative). The Amendments are effective immediately.

Prior to the Amendments, all member and member organization branch offices, except for “small offices,”

were required to have an on-site qualified branch office manager 2   (a “small office” is limited to a total of

three RRs). 3   The Amendments set forth a process by which members and member organizations may
seek a waiver of the on-site qualified manager requirement, pursuant to criteria prescribed in the amended
Interpretation of Rule 342.15, for certain branch offices with more than three RRs. An office for which such a
waiver is granted would be designated a “limited purpose office.”

Background

As member organizations have been confronted with and challenged by the everchanging demographics
of their workforce, as well as with evolving regulatory and market environments, many have responded by
altering the ways in which their business is conducted. For example, there has been a significant increase in
the number of small, multi-function offices that offer a combination of services related not only to securities
brokerage, but also to banking and insurance products. Concurrently, advances in technology have resulted
in increasingly sophisticated surveillance capabilities that enable member organizations to more effectively
supervise and control the business activities of their associated persons in such offices from off-site locations,
such as another branch office or a firm's regional or main office.

Given these surveillance and monitoring capabilities, and the limited nature or scope of securities-related
business activities conducted in these offices, the requirement to have an on-site qualified branch office
manager may often be neither practical nor necessary from either a business or a regulatory perspective.
Consequently, the Exchange has determined that requiring on-site supervision for all branch offices with
four or more RRs is no longer necessary under all circumstances, and that alternate criteria, such as limited
securities sales activity coupled with proper risk-based supervisory controls and follow-up, should be

determining factors for granting regulatory relief previously available only to small offices. 4 

Gramm-Leach-Bliley Act
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Prior to the adoption of the Gramm-Leach-Bliley Act (the “GLBA”), 5   banks were completely exempted
from the definition of the terms “broker” and “dealer” under the Securities Exchange Act of 1934 (the

“Exchange Act”). 6   The GLBA amended the definition of these terms and replaced the full exception with
functional exceptions. Thus, under the current terms of the Exchange Act, banks must either limit their
securities activities to those that fit within the functional exceptions, or conduct those activities through a
registered broker-dealer. As a result, many banks with affiliated broker-dealers have entered into business
arrangements with those broker-dealers to ensure that non-excepted “broker” or “dealer” activities are
properly conducted.

One common practice is for the two entities to “dually employ” personnel acting in both a banking and a
broker or dealer capacity. This enables banking personnel to register and qualify for securities license exam
qualifications, such as the Series 6 (Investment Company and Variable Contracts Products Representative),
the Series 7 (General Securities Registered Representative) and the Series 66 (Uniform Combined State
Law), in order to conduct broker and dealer activities on behalf of the registered brokerdealer affiliate. Other
broker-dealer alliances, primarily those with insurance companies and investment companies, have engaged
in dual employment arrangements to allow for referral business among various registered entities.

Because the dually employed persons often primarily conduct business (e.g., banking, insurance) other than
broker or dealer activities, they typically physically remain on bank or insurance company premises. However,
because they are also employees of the registered broker-dealer, the office is considered to be a branch

office, unless exempted pursuant to NYSE Rule 342.10. 7 

Further, as noted above, a branch office with more than three RRs has historically been required to have
an on-site qualified branch office manager. This approach hasn't offered much flexibility to shared, multi-
function broker-dealer offices with more than three RRs, but without a full line of securities products and
services. Often, offering a limited selection of securities products is an accommodation to customers of
the bank or insurance company, complementary to such entities' traditional activities. Some brokerdealer
business models are becoming more reliant on offices of more than three RRs servicing geographically
isolated locations with an abbreviated securities product/services menu. Because of the limited scope of
securities-related business conducted in these offices, members and member organizations often have the
technological capability to adequately supervise and control them without having a qualified branch office
manager on-site.

Supervision

Pursuant to NYSE Rule 342, all offices of members and member organizations must be subject to an effective
system of supervision and control. As broker-dealers have incorporated technological advancements into
their business activities, they have been able to make greater use of electronic means to enhance overall
supervision and control. For instance, some firms have enacted policies and procedures that require their
RRs to communicate through internal e-mail systems which are used by supervisors and firms for monitoring
and surveillance purposes. Centralized communication networks are likewise used to help monitor trading
activity and the handling of funds in customer accounts serviced in branch offices. All such activities are
generally transacted through a broker-dealer's internal order management system, which feeds surveillance
systems and exception reports.

These systems, and the reports generated by them, have become increasingly important tools utilized by
firm personnel to perform a wide range of regulatory functions including, but not limited to, the monitoring of
registration and continuing education status; review of customer and employee trade activity; new account
review and approval; order error corrections; customer changes of address, mutual fund switch exceptions,
and the monitoring of various risk-control parameters.

The Amendments

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

203

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE342/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


Given that the development of technologically sophisticated systems has automated and enhanced many
aspects of the supervisory process and expanded the range of supervisory functions that can be conducted
remotely, the Exchange believes greater flexibility is appropriate in determining whether a qualified on-
site branch office manager is necessary for offices with more than three RRs if only a limited range of
securitiesrelated services is offered, or if a limited level of activity is conducted. The Amendments address
this need. Further, they give increased flexibility to member organizations that acquire new offices through
merger, acquisition or regulatory change, to structure their business activities in a logical and cost effective
manner while enabling compliance with Exchange supervisory requirements.

Under the revised Interpretation of Rule 342, members and member organizations seeking a waiver of the on-
site qualified branch office manager requirement for “limited purpose offices” are required to provide a written
plan of risk-based supervision and control acceptable to the Exchange. Notwithstanding the grant of a waiver,
all limited purpose offices are required to be under the close supervision and control of a qualified person, as
defined under Rule 342.13, at the main office or other designated branch office.

The Exchange believes that allowing a risk-based approach to supervision for “limited purpose offices” will
benefit member organizations' diverse business models while maintaining the integrity of their supervision
and control systems. The Interpretation sets forth the following factors to be considered by the Exchange in
determining whether a location qualifies as a Limited Purpose Office:

(i) the number of registered persons in the office (the RR to offsite Branch Office Manager ratio), their
registration category, and the functions they perform (the nature and level of the RRs' responsibilities
would be taken into account);

(ii) the scope and types of business activities conducted (in general, the nature of business should not
pose special risks or otherwise warrant onsite supervision);

(iii) the nature and complexity of products and services offered (likewise, the products and services
offered should not pose special risks or otherwise warrant on-site supervision);

(iv) the volume of business done (e.g., annual revenues, number of transactions, number of customers,
etc.) Locations with high activity levels would generally be deemed more likely to require an on-site
manager;

(v) the adequacy of procedures to supervise the “limited purpose office” activities (such procedures
must take into account (i) through (iv) above, as well as any other regulatory issues particular to the
office in question (e.g., the disciplinary history of branch office personnel); and

(vi) the adequacy and independence of systems and supervisory persons for regular and “for cause”

internal and third party inspections and audits. 8 

With respect to factors (v) and (vi) above, the Exchange expects members and member organizations to
present a system of supervision and control reasonably designed to detect and prevent regulatory violations
and which otherwise meets the requirements of Rule 342. Such a system should include, but is not limited to,
the following elements, where applicable:

(1) clearly articulated policies and procedures, and sufficient resources to implement them;

(2) systematic monitoring of activity using routine and exception reporting criteria;

(3) an appropriate system of follow-up and review if “red flags” are detected, and mechanisms for
verifying that deficiencies are corrected;

(4) routine and “for cause” inspections, including possible use of unannounced surprise inspections;

(5) offsite monitoring of trading, handling of funds, and use of personal computers;
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(6) adequate designation of supervisors and clearly delineated supervisory responsibilities, including
a system of review and follow-up to ensure that such supervision is sufficiently independent and is
diligently exercised;

(7) monitoring of outside business activities and outside accounts;

(8) monitoring and surveillance of internal and external communications; and

(9) the education and training of RRs and their supervisors to ensure they understand their
responsibilities under the firm's procedures and all applicable securities laws.

In addition to the factors enumerated above, members and member organizations should also take into
consideration relevant guidance provided by the Exchange and other regulatory bodies when developing their

supervisory plan for a proposed “limited purpose office.” 9 

All of the above factors will be considered in their totality by the Exchange to determine whether an
application for “limited purpose office” status should be granted. If an application for “limited purpose office”
status encompasses more than one office, pursuant to a categorical description or plan, the member
organization must submit the proposed list of prospective offices so as to disclose the scope of the request.

Members and member organizations are responsible for maintaining a readily available, current and accurate
list of all locations either specifically approved and designated by the Exchange as a “limited purpose office”
or otherwise designated as such pursuant to a general categorical description or plan approved by the
Exchange. Further, any material change with respect to the representations made by any member or member
organization pursuant to this Interpretation with respect to any location so approved and designated must be
promptly brought to the attention of the Exchange for reconsideration.

Applications for “limited purpose office” status may be directed to:

The New York Stock Exchange

Rule and Interpretive Standards (23rd floor)

20 Broad Street

New York, NY 10005

Questions regarding this Information Memo may be directed to William Jannace at (212) 656-2744 or
Stephen A. Kasprzak at (212) 656-5226.

___________________________

Donald van Weezel

Vice President

Member Firm Regulation

Attachments

Exhibit A

Additions Underscored

Deletions [Bracketed]

Rule 342. OFFICES - APPROVAL, SUPERVISION, AND CONTROL

(a)-(e) NO CHANGE

.15 NO CHANGE
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/01 - /02 NO CHANGE

/03 Limited Purpose Offices

An office with more than three registered representatives can be designated a “limited purpose office” if
demonstrated to the satisfaction of the Exchange that, because of the limited scope and type of its business
activities, it does not require a qualified on-site resident branch office manager. However, all limited purpose
offices must otherwise be under the close supervision and control of a qualified person as defined under Rule
342.13.

The Exchange will consider various factors in determining whether a location is a limited purpose office,
including: (i) the number of registered persons in the office, their registration category and the functions they
perform; (ii) the scope and types of business activities conducted; (iii) the nature and complexity of products
and services offered; (iv) the volume of business done; (v) the adequacy of procedures to supervise the
limited purpose office activities; and (vi) the adequacy and independence of systems and supervisory persons
for regular and “for cause” internal and third party inspections and audits.

Members and member organizations are responsible for maintaining a readily available, current and accurate
list of all locations approved and designated by the Exchange as a limited purpose office. Further, any
material change with respect to the representations made by any member or member organization pursuant
to this Interpretation with respect to any location so approved and designated must be promptly brought to the
attention of the Exchange for reconsideration.

[/03] /04 Booths

NO CHANGE

[/04] /05 Special Supervision

NO CHANGE

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
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Content contained herein.

Footnotes

1  See SEC Release No. 34-52850 (November 29, 2005) 70 FR 72484 (December 5, 2005) (SR-
NYSE-2004-51).

2  The qualification requirements for acting as a branch office manager can vary depending on the type of
activity being conducted in the office. Generally, a branch office manager is required to pass the Series
9/10 examination or an historical equivalent. The Series 24 examination, if passed after July 1, 2001,
is also sufficient in certain instances, e.g., for offices that conduct no options or municipal bond activity.
See NYSE Rule 342.13 and its Interpretation.

3  If an office has three or fewer RRs it is not required to have a qualified branch office manager on-
site. Instead, the small office must be under the close supervision and control of the main office or
other designated branch office that does have a qualified branch office manager on-site. In addition,
supervision and control procedures relating to any small offices must be included in the member
organization's written plan of supervision. See NYSE Rule 342.15 and its Interpretation.

4  See NYSE Information Memo No. 05-74 for a discussion of a similar risk-based approach the Exchange
has taken in connection with its recently revised definition of "branch office" and the exceptions to that
definition for non-registered business locations.
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5  Pub. L. No. 106-102, 113 Stat. 1338 (1999). The GLBA lowered barriers between the banking and
securities industries erected by the Banking Act of 1933 (Four sections of the Banking Act of 1933 -
Sections 16, 20, 21, and 32 - are known as the Glass-Steagall Act) Pub. L. No. 73-66, Chapter 89, 48
Stat. 162 (1933) (codified in various sections of 12 U.S.C.).

6  15 U.S.C. 78a et seq. (Before the GLBA, Exchange Act Section 3(a)(4) defined the term "broker" as “any
person engaged in the business of effecting transaction in securities for the account of others, but does
not include a bank. Before the GLBA, Exchange Act Section 3(a)(5) defined the term "dealer" as "any
person engaged in the business of buying and selling securities for his own account, through a broker or
otherwise, but does not include a bank ….")

7  NYSE Rule 342.10 defines a "branch office" as "…any location where one or more associated persons
of a member or member organization regularly conduct the business of effecting any transactions in, or
inducing or attempting to induce the purchase or sale of any security, or is held out as such…" Seven
exceptions to this general definition are described in Rule 342.10(A) through (G).

8  See also NYSE Info Memo 04-38 regarding independence of supervision and internal controls.
9  In addition to NYSE Info Memo 04-38, supra, see also SEC Division of Market Regulation Staff Legal

Bulletin No. 17: Remote Office Supervision (March 19, 2004).
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December 21, 2005

   ATTENTION: CHIEF EXECUTIVE OFFICERS, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS, RESEARCH DEPARTMENTS, REGISTRATION, AND CONTINUING EDUCATION
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: REVISIONS TO THE SERIES 4 AND SERIES 9/10 EXAMINATION PROGRAMS

On November 7, 2005, Information Memo 05-85 announced that the Exchange qualification examination
programs for the General Securities Sales Supervisor (Series 9/10) and Registered Options Principal (Series
4) were to be revised effective November 20, 2005.

On November 30, 2005 the Securities and Exchange Commission approved revisions to the: (1) Study
Outline for the General Securities Sales Supervisor (Series 9/10) Examination Program and (2) Study Outline

for the Registered Options Principal (Series 4) Examination Program. 1   The program changes and revised
study outlines are effective as of November 30, 2005. The revised examination study outlines are
available for download via the Regulation page on the NYSE website at www.nyse.com.

Questions regarding this information memo may be addressed to: Tina Freilicher, Director of Testing
Standards at 212-656-2741, Chun Liu, Senior Testing and Evaluation Specialist at 212-656-5761, or Patricia
Monterosso, Senior Testing and Evaluation Specialist at 212-656-4376.

___________________________

Donald van Weezel

Vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See SEC Release No. 34-52915 (December 7, 2005) 70 FR 74074 (December 14, 2005) (SR-
NYSE-2005-85) and SEC Release No. 34-52921 (December 7, 2005) 70 FR 74395 (December 15,
2005) (SRNYSE-2005-84). Both filings were effective upon filing.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 05-104

Click to open document in a browser

December 19, 2005

   ATTENTION: ALL MEMBERS AND MEMBER ORGANIZATIONS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Listing of PowerShares FTSE(tm) RAFI US 1000 Portfolio (Exchange Traded Fund)

The following Exchange Traded Fund (“ETF”) will be listed and begin trading on the Exchange beginning on
December 19, 2005:

PowerShares FTSE TM RAFI US 1000 Portfolio (symbol: PRF)

This Information Memo reviews the various rules and policies applicable to trading in the PowerShares FTSE
TM RAFI US 1000 Portfolio (“Fund”). For additional information regarding rules applicable to Exchange trading
of ETFs, see Information Memo 05-90 (November 28, 2005) and Information Memo 03-52 (November 14,
2003).

Background Information on the Fund

PowerShares Capital Management LLC (the “Adviser”) is the investment adviser for the Fund and is
registered under the Investment Advisers Act of 1940. ALPS Distributors, Inc. is the Distributor of Creation
Units for the Fund on an agency basis. The shares of the Fund are issued by the PowerShares Exchange-
Traded Fund Trust.

According to the Fund's prospectus, the Fund's investment objective is to seek investment results that
correspond generally to the price and yield (before the Fund's fees and expenses) of the FTSE RAFI US
1000 Index (“Index”).

The Fund will normally invest at least 90% of its total assets in common stocks that comprise the Index. The
Adviser will seek to match the performance of the Index, which is a modified market capitalization weighted
index. The Index is comprised of 1000 U.S. stocks and is designed to track the performance of the largest
U.S. equity stocks selected based on the following four fundamental measures of firm size: book value,
income, sales and dividends. U.S. equities are then weighted by each of these four fundamental measures.
An overall weight is calculated for each firm by equallyweighting each fundamental measure. For companies
that have never paid dividends, that measure will be excluded from the average. Each of the 1000 equities
with the highest fundamental weight are then selected and assigned a weight equal to its fundamental weight.
As of September 30, 2005, the FTSE RAFI US 1000 Index included companies with a market capitalization
range between $270.0 million and $260.0 billion. FTSE International Limited (“FTSE”) is the Index Provider
for the Fund.

For a more complete description of the Fund and the underlying index, visit www.powershares.com. A Fund
fact sheet providing information regarding the Fund's top holdings are available at www.powershares.com.

Issuance of Creation Unit Aggregations

In General. Shares of the Fund (“Shares”) will be issued on a continuous offering basis in groups of 100,000
Shares or multiples thereof. These “groups” of shares are called “Creation Units”. The Fund will issue and
redeem Fund shares only in Creation Unit Size. As with other open-end investment companies, Fund shares
will be issued at the net asset value (“NAV”) per share next determined after an order in proper form is
received.
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The Trust will cause to be made available daily the names and required number of shares of each of
the securities to be deposited in connection with the issuance of the Fund's shares in Creation Unit size
aggregations, as well as information relating to the required cash payment representing, in part, the amount
of accrued dividends for the Fund.

Principal Risks Above or Below Net Asset Value

Interested persons are referred to discussion in the Trust prospectus (available at www.powershares.com)
of principal risks of an investment in the Fund. These include market trading risk (for example, trading halts,
trading above or below net asset value), non-correlation risk (in that the Fund's performance may not match
the return of the Index), replication management risk, small and medium-sized company risk, and other risks.

Hours of Trading

Trading in the Fund will be 9:30 a.m. until 4:15 p.m. (Eastern Time).

Exchange Rules Applicable to the Trading of ETFs

Exchange rules applicable to ETFs are applicable to the Fund since it falls within the definition of an
Investment Company Unit, as provided in Section 703.16 of the Listed Company Manual and Exchange Rule
1100.

Application of Certain NYSE Rules to ETFs

Rule 104 - Rules 104.20 and 104.21 provide a capital requirement for specialists of $500,000 per ETF. A
specialist unit registered only in an ETF would be subject to the $1,000,000 minimum capital requirement of
Rule 104.20.

In addition, Rule 104 facilitates specialist market making in ETFs. Specialists may engage in “parity”
transactions on direct destabilizing ticks without obtaining Floor Official approval. A “parity” transaction in an
ETF would be a trade to bring the security into line with the value of the securities comprising the ETF, or the
value of a futures contract on the index on which the ETF is based.

Rule 13 - Commentary .30 to Exchange Rule 13 provides that stop and stop limit orders in an Investment
Company Unit shall be elected by a quotation, but specifies that if the electing bid on an offer is more than
0.10 points away from the last sale and is for the specialist's dealer account, prior Floor Official approval is
required for the election to be effective. This rule applies to Investment Company Units generally.

Rule 36.30 - Rule 36.30 governs the establishment of telephone or electronic communications between the
Exchange's trading floor and any other location. Rule 36 provides that a specialist registered in an ETF may
use a telephone or order entry terminal to enter an order in the ETF itself, in a component security of the ETF,
or in an options or futures contract related to the ETF. In addition, the specialist may use a post telephone to
obtain market information with respect to such ETFs, options, futures, or component securities. The text of
Rule 36 makes clear that if an order in a component security of such ETF is to be executed on the Exchange,
the order must be entered in compliance with NYSE Rule 112(c) and SEC Rule 11a2-2(T), and must be
entered only for the purpose of hedging a position in the ETF.

The specialist may not use the post wire to call a specialist on the NYSE registered in a component stock
of the ETF to enter an order, nor may the specialist use a SuperDOT terminal to send an order directly via
SuperDOT to another specialist. The specialist registered in an ETF is not registered in the component
stocks, and therefore is not permitted to initiate an “on Floor” order in such a stock.

Exchange members, including specialists, are permitted to enter an “off-Floor” order. NYSE Rule 112(c)
codifies the principle that a member may use a “communication facility” on the Floor of the Exchange to call
an off-Floor location and enter a proprietary order. The order is deemed to be an “off-Floor” order (not an
order initiated on the Floor, or an “on Floor” order), provided the order is routed through a clearing firm's
order room, and is transmitted to the Floor for execution by an unaffiliated member. This latter provision is
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consistent with SEC Rule 11a2-2(T), which permits executions of off-floor member proprietary orders by
unaffiliated members. These rules do not impose restrictions on the types of orders which may be executed
pursuant to the exemptive relief provided. Under the amendment to Rule 36, any orders in a component stock
of an ETF entered for execution on the Exchange from the specialist's post, either by telephone or by means
of a SuperDOT terminal, would have to be routed through a clearing firm's order room and transmitted back
to the Floor for execution without the specialist in the ETF interacting with the order or participating in the
execution in any way.

Rule 123C - Market-on-Close/Limit-At-The-Close Policy

Orders in ETFs are not subject to the Exchange's Market-On-Close (“MOC”)/Limit-atthe-Close (“LOC”) policy
concerning order entry limitations, cancellation of orders during a regulatory halt, imbalance publications, and
any other limitations or procedures with respect to MOC/LOC procedures. A MOC/LOC order in an ETF can
be entered at any time without regard to the limitations of the Exchange's MOC/LOC policies. In addition,
the closing price of an ETF will not be subject to publication of imbalances under the Exchange's MOC/LOC
policy.

Rule 123D- Pre-Opening Price Indications Policy

Similarly, the Exchange's policies regarding mandatory dissemination of pre-opening price indications (other
than ITS pre-opening notifications) in the case of significant order imbalances and potentially large price
dislocation from the prior close would not apply to ETFs.

Both the MOC/LOC procedures and the mandatory pre-opening price indications policy are intended to
solicit offsetting contra side interest to minimize price dislocation. This rationale does not apply in the case of
ETFs, which are derivatively priced in relation to, among other things, the values of the underlying component
securities, regardless of the extent of an order imbalance.

Rule 105(m) - Rule 105(m), which prohibits affiliates of specialist units from acting as a primary market maker
in the option on a specialty security, permits such activity with respect to options on a Fund for affiliates
of specialists that have Rule 98 approved procedures in place. The Exchange believes that, as ETFs are
derivatively priced, the conflicts of interest with respect to market making in both the underlying security and
its corresponding option are minimized in this case. The Exchange will also permit a Rule 98 affiliate of the
ETF specialist to act in a market making capacity (but not as a specialist) in the ETF itself on another market
center.

Rule 98 - Exchange Rule 98 provides that affiliates of a specialist organization can receive an exemption
from certain rules applicable to specialists (principally impacting proprietary trading and investment banking),
provided they establish a system of information barriers between themselves and the affiliated specialist. One
of the conditions for the Rule 98 exemption is that the specialist organization be capitalized separate and
apart from any affiliate. The Exchange has deleted this requirement in the case of a specialist organization
that is registered only in ETFs. The Exchange believes that the separate capitalization requirement is not
required in this instance, and that the question of adequacy of capital can be appropriately addressed by the
special allocation committee which will allocate the ETF. However, a specialist organization that is registered
only in ETFs will remain subject to the minimum capital requirements specified in Rule 104.20.

Exemptive, Interpretive and No-Action Relief Under Federal Securities Regulations and NYSE Rules

The Securities and Exchange Commission (“SEC”) has issued exemptive, interpretive and no-action relief
from certain provisions of and rules under the Act regarding trading in the Fund. In addition, the SEC has
approved an Exchange interpretive position with respect to the Exchange's short sale rule.

Short Sale Rules - Transactions in ETFs will not be subject to “tick” requirements of the short sale rule of the
Commission (Rule 10a-1) or the Exchange (Rule 440B). Short orders must be marked SHORT or SHORT
EXEMPT. (See paragraph below regarding Rule 200(g) of Regulation SHO.)
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Rule 200(g) of Regulation SHO- The SEC Division of Market Regulation has stated that the Division will
not recommend enforcement action under Rule 200(g) of Regulation SHO if a broker-dealer marks “short”
rather than “short exempt” a short sale effected in the Fund pursuant to the exemptions from the price test of
Rule 10a-1 that have been granted, subject to specified conditions, including that a broker-dealer executing
exempt short sales will mark such sales as “short” and in no event will such sales be marked “long”. (See
letter from James A. Brigagliano, Assistant Director, Division of Market Regulation, SEC, to Ira Hammerman,
Senior Vice President and General Counsel, Securities Industry Association, dated January 3, 2005.)

Regulation M Exemptions - Generally, Rules 101 and 102 of Regulation M prohibit any “distribution
participant” and its “affiliated purchasers” from bidding for, purchasing, or attempting to induce any person
to bid for or purchase any security which is the subject of a distribution until after the applicable restricted
period, except as specifically permitted in Regulation M. The provisions of the Rules apply to underwriters,
prospective underwriters, brokers, dealers, and other persons who have agreed to participate or are
participating in a distribution of securities.

The SEC has granted an exemption from Rule 101 under Regulation M to permit persons participating in a
distribution of shares of the Fund to engage in secondary market transactions in such shares during their
participation in such a distribution. In addition, the SEC has granted relief under Regulation M to permit
persons who may be deemed to be participating in the distribution of shares of the above-mentioned Fund
(i) to purchase securities for the purpose of purchasing Creation Unit Aggregations of Fund shares and to
(ii) tender securities for redemption in Creation Unit Aggregations. Further, the SEC has clarified that the
tender of Fund shares to the Fund for redemption does not constitute a bid for or purchase of any of the
Fund's securities during the restricted period of Rule 101. The SEC has also granted an exemption pursuant
to paragraph (e) of Rule 102 under Regulation M to allow the redemption of Fund shares in Creation Unit
Aggregations during the continuous offering of shares.

Customer Confirmations for Creation or Redemption of Fund Shares (SEC Rule 10b-10) - Broker-dealers
who handle purchases or redemptions of Fund shares in Creation Unit size for customers will be permitted to
provide such customers with a statement of the number of Creation Unit Aggregations created or redeemed
without providing a statement of the identity, number and price of shares of the individual securities tendered
to the Fund for purposes of purchasing Creation Unit Aggregations (“Deposit Securities”) or the identity,
number and price of shares to be delivered by the Trust to the redeeming holder (“Redemption Securities”).
The composition of the securities required to be tendered to the Fund for creation purposes and of the
securities to be delivered on redemption will be disseminated each business day and will be applicable to
requests for creations or redemption, as the case may be, on that day. This exemptive relief under Rule
10b-10 with respect to creations and redemptions is subject to the following conditions:

(1) Confirmations to customers engaging in creations or redemptions must state that all information
required by Rule 10b-10 will be provided upon request;

(2) Any such request by a customer for information required by Rule 10b-10 will be filed in a timely
manner, in accordance with Rule 10b-10(c);

(3) Except for the identity, number and price of shares of the component securities of the Deposit
Securities and Redemption Securities, as described above, confirmations to customers must
disclose all other information required by Rule 10b-10(a).

SEC Rule 14e-5 -An exemption from Rule 14e-5 has been granted to permit any person acting as a dealer-
manager of a tender offer for a component security of the Fund to (1) redeem Fund shares in Creation Unit
Aggregations from the issuer that may include a security subject to such tender offer and (2) to purchase
Fund shares during such tender offer. In addition, a no-action position has been taken under Rule 14e-5 if a
broker-dealer acting as a dealer-manager of a tender offer for a security of the Fund purchases or arranges
to purchase such securities in the secondary market for the purpose of tendering such securities to purchase
one or more Creation Unit Aggregations of shares, if made in conformance with the following:
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(i) such bids or purchases are effected in the ordinary course of business, in connection with a basket
of 20 or more securities in which any security that is the subject of a distribution, or any reference
security, does not comprise more than 5% of the value of the basket purchased; or

(ii) purchases are effected as adjustments to such basket in the ordinary course of business as a result
of a change in the composition of the underlying index; and

(iii) such bids or purchases are not effected for the purpose of facilitating such tender offer.

Section 11(d)(1); SEC Rules 11d1-1 and 11d1-2 - Section 11(d)(1) of the Act generally prohibits a person
who is both a broker and a dealer from effecting any transaction in which the broker-dealer extends credit
to a customer on any security which was part of a new issue in the distribution of which he participated as a
member of a selling syndicate or group within thirty days prior to such transaction. The SEC has clarified that
Section 11(d)(1) does not apply to broker-dealers that engage in both proprietary and customer transactions
in shares of the Fund in the secondary market but do not create Creation Unit Aggregations. The Commission
has also taken a no-action position under Section 11(d)(1) of the Act that broker-dealers may treat shares of
the Fund, for purposes of Rule 11d1-2, as “securities issued by a registered open-end investment company
as defined in the Investment Company Act” and thereby extend credit or maintain or arrange for the extension
or maintenance of credit on shares that have been owned by the persons to whom credit is provided for more
than 30 days, in reliance on the exemption contained in the rule. Broker-dealer Authorized Participants may
also be able to avail themselves of the exemption from Section 11(d)(1) relating to extension or maintenance
of credit to or for customers, as set forth in a letter, dated November 21, 2005 to the Securities Industry
Association from Catherine McGuire, Chief Counsel, SEC Division of Market Regulation (available at
www.sec.gov).

SEC Rule 15c1-5 and 15c1-6 - The SEC has taken a no-action position with respect to Rule 15c1-5 and
Rule 15c1-6 as to the required disclosure of control by a broker or dealer with respect to creations and
redemptions of Fund shares and secondary market transactions therein.

Other Matters

Due Diligence - Pursuant to Exchange Rule 405, before a member, member organization, allied member or
employee thereof undertakes to recommend a transaction in ETF shares, such person must exercise due
diligence to learn the essential facts relative to the customer. If any recommendation is made with respect
to such shares, the person making the recommendation should have a reasonable basis for believing, at
the time of making the recommendation, that the customer has such knowledge and experience in financial
matters that he or she may reasonably be expected to be capable of evaluating the risks and any special
characteristics of the recommended transaction, and is financially able to bear the risks of the recommended
transaction. Before a member, member organization or employee thereof recommends a transaction in the
Fund, a determination must be made that the recommendation is in compliance with all applicable Federal
and Exchange rules and regulations, including due diligence obligations under Exchange Rule 405.

Certain Specialist Transactions in ETFs - Rule 460.10 generally precludes certain business relationships
between an issuer and the specialist in the issuer's securities. Exceptions in the Rule permit specialists in
ETF shares to enter into Creation Unit transactions through the Distributor to facilitate the maintenance of a
fair and orderly market. A specialist Creation Unit transaction may only be effected on the same terms and
conditions as any other investor, and only at the net asset value of the ETF shares. A specialist may acquire
a position in excess of 10% of the outstanding issue of the ETF shares, provided, however, that a specialist
registered in a security issued by an investment company may purchase and redeem the investment
company unit or securities that can be subdivided or converted into such unit, from the investment company
as appropriate to facilitate the maintenance of a fair and orderly market in the subject security.

Trading Halts - In order to halt the trading of an ETF, the Exchange may consider, among other things, factors
such as the extent to which trading is not occurring in underlying security(s) and whether other unusual
conditions or circumstances detrimental to the maintenance of a fair and orderly market are present. In
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addition, trading in Fund shares is subject to trading halts caused by extraordinary market volatility pursuant
to Exchange Rule 80B.

Prospectus Delivery - Exchange members and member organizations should be mindful of applicable
prospectus delivery requirements under the federal securities laws with respect to transactions in the Fund. In
that regard, the Exchange notes that although NYSE Rule 1100(b) provides for delivery of written descriptions
to customers of Fund that have received an exemption from Section 24(d) of the Investment Company Act,
there is at this time no written description available for the Fund. Members and member organizations are
advised that delivery of a prospectus in lieu of a written description would satisfy the requirements of Rule
1100(b).

Purchases and Redemptions in Creation Unit Size - Exchange members and member organizations
are hereby informed that procedures for purchases and redemptions of the Shares in Creation Unit Size
are described in the Fund prospectus and Statement of Additional Information, and that Shares are not
individually redeemable but are redeemable only in Creation Unit Size aggregations or multiples thereof.

Surveillance. Exchange surveillance procedures applicable to trading in the Fund are comparable to those
applicable to other Investment Company Units currently trading on the Exchange.

Questions concerning the matters discussed in this Memorandum may be addressed as follows:

General Questions on ETFs:

Lorraine Wang (212) 656-5314 (Competitive Position Group)
Michael Cavalier (212) 656-2474 (Office of the General Counsel)

Questions on:

Due Diligence Stephen A. Kasprzak (Member Firm Regulation) (212)
656-5226

Exchange Rules Donald Siemer
(Market Surveillance)
(212) 656-6940

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance
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December 19, 2005

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: LAST TRADE DATE FOR “REGULAR WAY” SETTLEMENT IN 2005

The last day on which “regular way” transactions may be made for settlement this calendar year in stocks and
bonds, other than U.S. Government obligations, is December 27, 2005.

Beginning December 28, 2005 until December 30, 2005, orders in stocks for accounts which are willing to
effect transactions on a “cash", “next day” or “seller's option” basis should be so indicated. This policy relieves
the specialist from the responsibility of checking orders indicated solely “regular way” to ascertain whether
they are willing to participate on a “nonregular way” basis during that period.

A Floor Official's approval is not required from December 28 through December 30, 2005 for “nonregular way”
trades, if the execution price is no greater than 0.25 of a point away from the “regular way” bid or offer.

Inquiries with respect to this memorandum should be directed to Jerry Reda at (212) 656-5354 or Susan Lui-
Facendola at (212) 656- 4347.

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance
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December 19, 2005

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: TAX SWITCHING TRANSACTIONS

The following is a reminder to members and member organizations that riskless tax switching trades are
prohibited. Please note that this prohibition applies with equal force at openings and to bond transactions.

* * *

Exchange Rule 78 prohibits pre-arranged trading. The Exchange has concluded that transactions effected as
described below are not permitted on the Floor of the Exchange and if discovered will result in appropriate
disciplinary action by the Exchange:

An Exchange member (“member A”), desiring to effect a tax switch of 1,000 shares of XYZ, approaches the
XYZ specialist and informs him of his wish to effect the tax switch at approximately the price of the current bid
or the current offer for XYZ. For purposes of this hypothetical example, assume that the current market for
XYZ is 35.30 bid for 2,000 shares with 1,500 shares offered at 35.35, both representing limit orders entered
on the XYZ specialist's book. The XYZ specialist agrees to handle member A's purchase and sale tax switch
orders as agent, undertaking to execute those orders against market orders or other orders seeking execution
at the current bid or ask prices. Assume that another member (“member B”) subsequently approaches the
XYZ specialist with an order to sell 1,000 shares of XYZ at the market, and is willing to effect the sale at
the current bid of 35.30. The specialist then effects member B's sale at that price, informing member B, for
clearing purposes, that he has sold to member A.

Simultaneously, the specialist effects, as agent, a second trade of 1,000 shares of XYZ for member A with
the order or orders on his book, giving up, for clearing purposes, member A as the seller and, as the buyer
or buyers, the broker or brokers whose orders he represents; in terms of time priority of their receipt, the first

1,000 shares on his book at the bid price of 35.30. 1 

Only one of the two 1,000-share transactions in XYZ would be reported for inclusion in the consolidated
transactions reporting system.

No problems would seem to arise under Exchange Rules and procedures if two independent transactions
were effected at the risk of the market. Such would be the case if the transaction was not pre-arranged
or guaranteed in any fashion. There should be two independent transactions—a purchase and sale, or
vice versa, but the price of each should be independently established. At the time of the first transaction
there should be no guarantee or assurance of the price of the second. The period of time between the two
transactions would not of itself determine whether or not the switching had been effected at the risk of the
market.

Similarly, the entry of buy and sell orders to switch positions between accounts having the same beneficial
ownership, absent instructions not to cross those orders with each other, may result in a “wash” transaction,
which is prohibited.

Further, the sending of a buy and sell order for the same beneficial owner through the Opening Automated
Report System (OARS) to effect a tax switch transaction on the opening, or through SuperDOT (DOT)
to effect a tax switch transaction at the close is not permissible. Any use of either system, or a Crossing
Session, to effect the above described riskless or “wash” transaction is prohibited.
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It should be noted that the purpose of this memorandum is to emphasize the application of Exchange rules
and procedures only. It is not to be construed as describing the tax consequences of any transaction under
the Internal Revenue Code or state law. Contact your tax adviser for the appropriate advice.

Questions regarding this matter should be directed to Jerry Reda at (212) 656-5354 or Susan Lui-Facendola
at (212) 656-4347.

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Had the first independent order to arrive at the post been a market order to buy rather than an order to
sell, the tax switch would have been effected at the offer price.
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December 16, 2005

   ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO NYSE RULE 342.30 - ANNUAL REPORT; CHIEF COMPLIANCE OFFICER
DESIGNATION; CHIEF EXECUTIVE OFFICER CERTIFICATION

Summary

On November 16, 2005, the Securities and Exchange Commission (“SEC” or “Commission”) approved

amendments 1   (the “Amendments”) to New York Stock Exchange (“NYSE” or the “Exchange”) Rule 342
(“Offices - Approval, Supervision and Control”) and its Interpretation that require each member not associated
with a member organization (“non-associated member”) and each member organization to file with the
Exchange, by April 1 st of each year, a report (the “Annual Report”) that addresses the member's or member
organization's supervision and compliance efforts during the preceding calendar year, as well as ongoing
compliance processes and procedures.

The Amendments also require that each member organization's Annual Report include the designation of a
principal executive officer or general partner as Chief Compliance Officer (“CCO”). The Amendments further
require that the Annual Report include a certification, signed by the non-associated member or the Chief
Executive Officer (“CEO”) of the member organization submitting it, that processes are in place to establish,
maintain and review policies and procedures reasonably designed to achieve compliance with applicable
Exchange rules and federal securities laws and regulations (a sample Certification Form is included as Exhibit
C). These requirements are discussed in greater detail below. The amendments are effective immediately;

the annual report for calendar year 2005 is due April 1, 2006. 2 

Rule Amendments

Submission of Annual Report to the Exchange

NYSE Rule 342 generally requires supervision of the offices, departments, and business activities of
members and member organizations. Rule 342.30 requires each non-associated member and each member
organization to prepare a report addressing prescribed supervisory and compliance issues by April 1st of
each year. Specifically, this Annual Report requires:

a) A tabulation of the reports pertaining to customer complaints and internal investigations made to the
Exchange during the preceding year pursuant to NYSE Rules 351(d) and (e)(ii);

b) Identification and analysis of significant compliance problems, plans for future systems or
procedures to prevent and detect violations and problems, and an assessment of the preceding
year's efforts of this nature; and
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c) Discussion of the preceding year's compliance efforts, new procedures, educational programs, etc.
in each of the following areas:

i) Antifraud and trading practices
ii) Investment banking activities
iii) Sales practices
iv) Books and records
v) Finance and operations
vi) Supervision
vii) Internal controls, and
viii) Anti-money laundering.

Prior to the Amendments, Rule 342.30 required that each Annual Report prepared by a member organization
be submitted to that member organization's CEO or managing partner by April 1st of each year. Such
reports have typically been provided to the Exchange at the time of, or in connection with, examinations of
members and member organizations. The Amendments now require that each Annual Report be filed with the

Exchange by April 1st of each year. 3   The Amendments further require that the Annual Report address the
non-associated member's or member organization's ongoing compliance processes and procedures, which
would include any proposed or prospective regulatory initiatives.

The filing of Annual Reports with the Exchange will provide it with timely information about the compliance
efforts and related issues of its membership, thus strengthening and rendering more efficient its ability to
conduct regulatory oversight.

In addition, note that the Amendments now require that the scope of the report be expanded to address anti-
money laundering issues.

Addition of Anti-Money Laundering Discussion to Annual Report

The USA PATRIOT Act 4   has imposed significant new requirements on the securities industry and directed
new focus on the way in which it addresses issues related to antimoney laundering. Accordingly, the

Amendments now require that compliance efforts relative to anti-money laundering 5   be addressed in the
Annual Report. The addition of anti-money laundering policies and procedures to the list of required areas to
be addressed in the Annual Report reflects the importance attached to these critical regulatory functions, and
is the continuation of a process intended to focus attention on specific areas of concern that have emerged in

connection with an evolving regulatory environment. 6 

Designation of Chief Compliance Officer

The Amendments require that each member organization designate a principal executive officer or general

partner as CCO. 7   This requirement recognizes the importance the Exchange places on regulatory

compliance functions 8   in member organizations, and emphasizes the critical role of the CCO in

administering these functions. 9 

The Amendments include criteria to further clarify the qualification requirements of designated CCOs. 10  
Specifically, the amended Interpretation of Rule 342 provides that a CCO must have adequate knowledge of
the following:

1. The products, services or line functions that need to be the subject of written compliance policies
and written supervisory procedures;
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2. The relevant rules, regulations, laws and standards of conduct pertaining to such products, services
or line functions based on experience and or consultation with those persons who have a technical
expertise in such areas of the member's or member organization's business;

3. Developing, or advising business persons charged with the obligation to develop, policies and
procedures that are reasonably designed to achieve compliance with those relevant rules,
regulations, laws and standards of conduct as prescribed by the applicable self-regulatory
organizations and the SEC;

4. The process of supervision by line managers who are responsible for the execution of compliance
procedures; and

5. Developing programs to test compliance with the member's or member organization's policies and
procedures.

Note that while Exchange Rule 311(b)(5) requires that “principal executive officers” exercise responsibility
over each of the prescribed business areas of a member organization, the Amendments do not define
compliance functions to be a “business area.” While the Exchange strongly believes that the responsibility to
ensure compliance with the multitude of regulatory requirements should be accorded the same importance as
that accorded the oversight of business areas, a CCO designation does not, in and of itself, imply or impart
supervisory responsibilities over business line functions. Such determinations are made on a case-by-case
basis, subject to a facts and circumstances analysis.

A person holding the CCO designation is not precluded from performing other duties or holding other
designations, including that of CEO, provided such arrangements otherwise comply with Rule 311 and its

Interpretation, and do not compromise the designee's professional effectiveness. 11 

CEO Certification

The Amendments require that each non-associated member and each member organization's CEO (or

equivalent officer) certify 12   that processes are in place to:

A) establish, maintain and review policies and procedures reasonably designed to achieve compliance
with applicable Exchange rules and federal securities laws and regulations;

B) modify such policies and procedures as business, regulatory and legislative changes and events
dictate; and

C) test the effectiveness of such policies and procedures on a periodic basis, the timing of which is
reasonably designed to ensure continuing compliance with Exchange and federal securities laws
and regulations.

In addition, the certification of each member organization's CEO (or equivalent officer) must include the
following:

1) That he or she has conducted one or more meetings with the CCO during the preceding 12
months, and that they discussed and reviewed the matters described in the certification, including the
organization's prior compliance efforts, and identified and addressed significant compliance problems
and plans for emerging business areas.

The substance of such meetings should be the identification and resolution of any significant or ongoing
compliance problems, as well the regulatory implications related to any emerging business areas. It is the
Exchange's expectation that the CEO certification requirement will result in a meaningful and substantive
interaction between the CEO, CCO, and others responsible for the member organization's regulatory
compliance. The overarching purpose of this process is to provide the CEO with an informed basis for the
certification. Accordingly, mere pro forma meetings that do not substantively support the certification will not
comply with the requirements of the rule.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

220

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE311%28b%29%285%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE311/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


2) That the member organization's compliance processes 13   are evidenced in a written report that
has been reviewed by the CEO (or equivalent officer), the CCO, and other such officers of the member
organization as the organization may deem necessary to make the certification, and that such report
has been submitted to the organization's board of directors and audit committee (if such committee

exists). 14 

The report must be produced prior to the execution of the CEO certification and include the manner in which
the member organization's compliance processes are administered and the identity of the officers and
supervisors who have responsibility for its administration.

3) That he or she has consulted with the CCO, and other officers of the member organization, and
outside consultants, lawyers and accountants to the extent they deem appropriate in order to attest to
the statements made in the certification.

The expertise of the CCO in the matters that form the basis for the certification make his or her role in the
process critical and, thus, make the CCO an indispensable party to the CEO's signature of the certification.

Interpretive Guidance

Amendments to the Interpretation of Rule 342.30 provide the following interpretive guidance 15   with respect
to the Annual Certification:

• Any certification made by a CEO or equivalent officer under circumstances where the CCO has
concluded, after the consultations contemplated in this procedure, that there is an inadequate basis
for making such certification would be, without limitation, a failure to adhere to the principles of good
business practice and a violation of Rule 401 (Business Conduct).

• The requirement that a member's or member organization's processes include a review of the
report by the board of directors and audit committee does not apply to members and member
organizations that do not utilize these types of governing bodies and committees in the conduct of
their business.

• Compliance with the time and content requirements of Rule 342.30(e)(ii) pertaining to meetings
between the chief executive officer (or equivalent officer) and the chief compliance officer does not
necessarily satisfy the full extent of the obligations under such rule, which will vary with the facts
and circumstances of a member's or member organization's business activities and organizational
structure.

• The report required in Rule 342.30(e)(iii) must be produced prior to execution of the certification
and be reviewed by the chief executive officer (or equivalent officer), chief compliance officer and
any other officers the member organization deems necessary to make the certification and must be
provided to the member organization's board of directors and audit committee.

• The report required in Rule 342.30(e)(iii) must document the member organization's processes for
establishing, maintaining, reviewing, testing and modifying compliance policies that are reasonably
designed to achieve compliance with applicable Exchange rules and federal securities laws and
regulations. Any member, allied member or other person designated by the member organization
pursuant to Rule 342(b) may prepare the report. The report should include the manner and
frequency in which the processes are administered, as well as the identification of officers and
supervisors who have responsibility for such administration.

• The report may be combined with any other compliance report or other similar report required by
any other self-regulatory organization provided that (1) such report is clearly titled in a manner
indicating that it is responsive to the requirements of the certification; (2) a member or member
organization that submits a report for review in response to an Exchange request must submit it
in its entirety; and (3) the member or member organization must make such a report in a timely
manner as required by the rule.
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Questions regarding this memo may be directed to Gregory F. Taylor at (212) 656- 2920, Stephen Kasprzak
at (212) 656-5226 or William Jannace at (212) 656-2744.

___________________________

Donald van Weezel

Vice President

Member Firm Regulation

Exhibit A

Additions are Underscored

Deletions are [Bracketed]

Rule 342. Offices - Approval, Supervision and Control

.30 Annual Report and Certification - By April 1 of each year, each member not associated with a member
organization and each member organization shall submit to the Exchange [prepare and each member
organization shall submit to its chief executive officer or managing partner,] a report on the member or
member organization's supervision and compliance effort during the preceding year and on the member or
member organization's ongoing compliance processes and procedures. The report shall include:

a) A tabulation of the reports pertaining to customer complaints and internal investigations made to the
Exchange during the preceding year pursuant to Rules 351(d) and (e)(ii),

b) Identification and analysis of significant compliance problems, plans for future systems or
procedures to prevent and detect violations and problems, and an assessment of the preceding
year's efforts of this nature,

c) Discussion of the preceding year's compliance efforts, new procedures, educational programs,
etc. in each of the following areas (if any of these areas do not apply to the member or member
organization, the report should so state):

i) Antifraud and trading practices
ii) Investment banking activities
iii) Sales practices
iv) Books and records
v) Finance and operations
vi) Supervision [and]
vii) Internal controls [.], and
viii) Anti-money laundering.

[If any of these areas do not apply to the member or member organization, the report
should so state.]

d) For each member organization, the designation of a general partner or principal executive officer as
Chief Compliance Officer (which designation shall be updated on Schedule A of Form BD).
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e) A certification signed by the member, or by the member organization's Chief Executive Officer (or
equivalent officer), that:

i) The member or member organization has in place processes to:

A) establish, maintain and review policies and procedures reasonably designed to
achieve compliance with applicable Exchange rules and federal securities laws
and regulations

B) modify such policies and procedures as business, regulatory and legislative
changes and events dictate, and

C) test the effectiveness of such policies and procedures on a periodic basis,
the timing and extent of which is reasonably designed to ensure continuing
compliance with Exchange and federal securities laws and regulations.

ii) In member organizations, the Chief Executive Officer (or equivalent officer) conducted
one or more meetings with the organization's Chief Compliance Officer during the
preceding 12 months, and that they discussed and reviewed the matters described in
this certification, including the organization's prior compliance efforts, and identified and
addressed significant compliance problems and plans for emerging business areas,

iii) In member organizations, the processes described in item (i), above, are evidenced in a
report reviewed by the Chief Executive Officer (or equivalent Officer), Chief Compliance
Officer, and such other officers as the organization may deem necessary to make this
certification, and submitted to the organization's board of directors and audit committee (if
such committee exists).

iv) In member organizations, the Chief Executive Officer (or equivalent officer) has consulted
with the Chief Compliance Officer and other officers referenced in item (iii), above, and
such other employees, outside consultants, lawyers and accountants, to the extent they
deem appropriate, in order to attest to the statements made in this certification.

Exhibit B

New NYSE Interpretation Handbook Text

Rule 342 OFFICES - APPROVAL, SUPERVISION AND CONTROL

.30 ANNUAL REPORT AND CERTIFICATION

(d) Designation of Chief Compliance Officer

/01 Chief Compliance Officer Qualifications

1. The chief compliance officer must have adequate knowledge of (1) the products, services
or line functions that need to be the subject of written compliance policies and written
supervisory procedures; (2) the relevant rules, regulations, laws and standards of conduct
pertaining to such products, services or line functions based on experience and or
consultation with those persons who have a technical expertise in such areas of the
member's or member organization's business; (3) developing, or advising business persons
charged with the obligation to develop, policies and procedures that are reasonably designed
to achieve compliance with those relevant rules, regulations, laws and standards of conduct
as prescribed by the applicable self-regulatory organizations and the SEC; (4) the process
of supervision by line managers who are responsible for the execution of compliance
procedures; and (5) developing programs to test compliance with the member's or member
organization's policies and procedures.
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2. The requirement to designate a chief compliance officer does not preclude such person
from holding any other position with the member or member organization, including the
position of chief executive officer, provided that such person can discharge the duties of chief
compliance officer in light of his or her other additional responsibilities.

(e) Annual Certification

/01 Requirements and Guidelines

1. Any certification made by a chief executive officer under circumstances where the chief
compliance officer has concluded, after consultation, that there is an inadequate basis for
making the annual certification would be, without limitation, conduct in violation of Rule 401
(Business Conduct).

2. The requirement that a member's or member organization's processes include a review of
the report by the board of directors and audit committee does not apply to members and
member organizations that do not utilize these types of governing bodies and committees in
the conduct of their business.

3. Compliance with the time and content requirements of Rule 342.30(e)(ii) pertaining to
meetings between the chief executive officer (or equivalent officer) and the chief compliance
officer does not necessarily satisfy the full extent of the obligations under such rule, which
will vary with the facts and circumstances of a member's or member organization's business
activities and organizational structure.

4. The report required in Rule 342.30(e)(iii) must be produced prior to execution of the
certification and be reviewed by the chief executive officer (or equivalent officer), chief
compliance officer and any other officers the member organization deems necessary to make
the certification and must be provided to the member organization's board of directors and
audit committee.

5. The report required in Rule 342.30(e)(iii) must document the member organization's
processes for establishing, maintaining, reviewing, testing and modifying compliance
policies that are reasonably designed to achieve compliance with applicable Exchange rules
and federal securities laws and regulations. Any member, allied member or other person
designated by the member organization pursuant to Rule 342(b) may prepare the report. The
report should include the manner and frequency in which the processes are administered,
as well as the identification of officers and supervisors who have responsibility for such
administration.

6. The report may be combined with any other compliance report or other similar report required
by any other self-regulatory organization provided that (1) such report is clearly titled in a
manner indicating that it is responsive to the requirements of the certification; (2) a member
or member organization that submits a report for review in response to an Exchange request
must submit it in its entirety; and (3) the member or member organization must make such a
report in a timely manner as required by the rule.

Exhibit C

NYSE RULE 342.30(e) - CERTIFICATION FORM

The undersigned, [CEO's name], is the chief executive officer (or equivalent officer) of [name of NYSE
member organization]; or is [member's name], an NYSE member not associated with an NYSE member
organization. As required by NYSE Rule 342.30(e), the undersigned makes the following certification:

( ) I, [member's name], in my capacity as a member of the New York Stock Exchange, have in place
processes to:
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( ) [Name of member organization], for which I [CEO's name], am Chief Executive Officer (or
equivalent officer), has in place processes to:

A) establish, maintain and review policies and procedures reasonably designed to achieve
compliance with applicable Exchange rules and federal securities laws and regulations;

B) modify such policies and procedures as business, regulatory and legislative changes and
events dictate; and

C) test the effectiveness of such policies and procedures on a periodic basis, the timing and
extent of which is reasonably designed to ensure continuing compliance with Exchange
and federal securities laws and regulations.

Further, I, the undersigned Chief Executive Officer (or equivalent officer) of [name of member organization],
certify:

1) that I have conducted one or more meetings with the organization's Chief Compliance Officer
during the preceding 12 months in which we discussed and reviewed the matters described in this
certification, including the organization's prior compliance efforts, and identified and addressed
significant compliance problems and plans for emerging business areas;

2) that the processes described in items A, B, and C above, are evidenced in a report reviewed by me,
by the organization's Chief Compliance Officer, and by such other officers as the organization has
deemed necessary to make this certification, and that it has been submitted to the organization's
board of directors and, audit committee (if such committee exists); and

3) that I have consulted with the Chief Compliance Officer and other officers referenced in item 2
above, and such other employees, outside consultants, lawyers and accountants, to the extent they
deem appropriate, in order to attest to the statements made in this certification.

Signed, _______________________

Date ________________________

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Release No. 34 -52780 (November 16, 2005) 70 FR 71354 (November 28, 2005) (SR-
NYSE-2004-64). See also attached Exhibit A.

2  See also NASD Notice to Members No. 04-79 for information regarding corresponding NASD Rule
3013 as well as SEC Release No. 34-50347 (September 10, 2004), 69 FR 56107 (September 17, 2004)
(SRNASD-2003-176). Further, see SEC Release No. 34-52727 (November 3, 2005) 70 FR 68122
(November 9, 2005)(SR-NASD-2005-121) which announces the filing and immediate effectiveness of
additional NASD rule changes that allow dual-members until April 1, 2006 to comply with the Annual
Report submittal requirements of both NYSE and NASD (i.e., the NYSE requirement that such report
be submitted to the Exchange by each NYSE non-associated member and each NYSE member
organization, and the NASD requirement that such report be submitted by each NASD member "to the
member's senior management").

3  Though the required scope of the Annual Report is limited to the prior calendar year, member
organizations are reminded of their ongoing obligations under the Interpretation of NYSE Rule 401 which
requires, at minimum, that "informal notice be given to the Exchange immediately upon discovery of
any existing or impending condition(s) which it reasonably believes could lead to capital, liquidity or
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operational problems or impairment of recordkeeping, clearance or control functions." See Rule 401/05
in NYSE Interpretation Handbook.

4  P.L. 107-56, 115 Stat. 272 (2001).
5  NYSE Rule 445 requires, in part, that each member organization and each member not associated with

a member organization develop and implement a written anti-money laundering program consistent
with the Bank Secrecy Act (31 U.S.C. 5311, et seq.) and the implementing regulations promulgated
thereunder by the Department of Treasury.

6  For example, NYSE Information Memo 04-38, dated July 26, 2004, announced the adoption of NYSE
Rule 342.23 that requires members and member organizations to maintain internal controls over each
business activity. The Memo also announced amendments to Rule 342.30 that require that a review of
the efforts taken pursuant to Rule 342.23 be included in the Annual Report. See also SEC Release No.
34-49882 (June 17, 2004), 69 FR 35108 (June 23, 2004) (File No. SR-NYSE-2002-36).

7  Such designation is to be updated on Schedule A of Form BD and on the Exchange's Electronic Filing
Platform ("EFP") as required by NYSE Rule 416A (see also NYSE Information Memo No. 04-61). The
CCO designation requirement does not apply to members on the Floor of the Exchange since the scope
of such persons' business activities doesn't require the organizational infrastructure to warrant such
designation.

8  A related requirement recognizing the importance of the compliance function, found under NYSE Rule
342.13, is that any compliance supervisor designated responsibility for direct day-to-day compliance
activity, and each other person at a member organization directly supervising ten or more persons
engaged in compliance activity, must have overall knowledge of the securities laws and Exchange rules
and must pass the Compliance Official Qualification Examination.

9  The requirement that a CCO be a principle executive officer or a general partner also requires that,
unless such person is a member, he or she be designated an allied member. See NYSE Rule 304(b).

10  See 342.30(d)/01 in the NYSE Interpretation Handbook (Exhibit B).
11  Note that any assignment of principal executive officer dual-designation other than that of Chief Financial

Officer/Chief Operations Officer, or any multi-designation of principal executive officer titles, requires the
prior written approvalof the Exchange. See Rule 311(b)(5)/04 in the NYSE Interpretation Handbook and
NYSE Information Memo No. 05-69.

12  A sample Certification Form is attached as Exhibit C.
13  As described in Rule 342.30(e)(i).
14  See also NYSE Rule 354 ("Reports to Control Persons").
15  See 342.30(e)/01 in the NYSE Interpretation Handbook (Exhibit B).

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

226

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE401/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE445/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/04-38/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECFORMBD/FSL01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE416A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/04-61/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE311%28b%29%285%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/05-69/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE354/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 05-100

Click to open document in a browser

December 16, 2005

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, CHIEF OPERATIONS OFFICER,
COMPLIANCE OFFICER, LEGAL AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO “BUY-IN” RULES

Introduction

On November 28, 2005, the Securities and Exchange Commission approved amendments (the
“Amendments”) to Exchange Rules 282 (“Mandatory Buy-In”), 284 (“Procedure for Closing Defaulted
Contract”), 289 (“Must Receive Delivery”) and 290 (“Defaulting Party May Deliver After Notice of Intention to

Close”) (collectively, the “Buy-In Rules”) to both standardize and streamline buy-in rules and procedures. 1 

The Amendments, which are effective immediately, permit buyer-initiated buy-ins; reduce the waiting period
to initiate a buy-in from thirty days to three days; and otherwise provide consistency with industry buy-in rules

and procedures. 2 

Background

The Exchange Buy-In Rules apply to transactions in Exchange-listed securities that are not subject to the

rules of a Qualified Clearing Agency such as the National Securities Clearing Corporation (“NSCC”), 3  

including the Continuous Net Settlement (“CNS”) 4   transactions that settle through them. Under the pre-
amendment Buy-In Rules, the defaulting (selling) member organization had no incentive to clean up fails
on a timely basis. Further, “buyer” member organizations did not have the ability to initiate action when a
customer's trade had not settled and the customer's securities were not available because a buy-in had not
been executed by the defaulting member organization in a timely manner. This contributed to aged fails and

capital charge implications for possession and control under Rule 15c3-3 5   under the Securities Exchange

Act of 1934 (the “Exchange Act”) 6   as well as client service issues related to delivery.

Industry Recommendations

To address these concerns, Exchange staff met with the Securities Industry Association (“SIA”) Securities
Operations Division Buy-In Committee (the “Committee”) and other self-regulatory organizations (“SROs”) to
identify and harmonize various buy-in rules and procedures regarding the close-out process related to street-
side contracts. The Committee, in conjunction with the Depository Trust & Clearing Corporation (“DTCC”),
has contributed to the implementation of several enhancements to the buy-in process, such as changes to the

electronic reporting process within the DTCC Participant Exchange Service Main Menu (“PEXM”) function. 7 

One recommendation to emerge from the meetings was to eliminate the “Notice” procedures (described
below) and to move toward a more permissive process that would allow buy-side member organizations to
initiate and execute buy-ins on a more timely basis.

Specifically, it was recommended that Rule 282 be amended to remove hard-copy notice requirements to
otherwise better coordinate the Buy-In Rules with industry practice at DTCC, NASD, NSCC and CNS where
many buy-in notices are issued; for example, non-member firms are permitted to close-out NYSE trades
by executing them in their own order room. Further, it was recommended that Rules 284, 289 and 290 be
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amended in light of the proposed changes to Rule 282. Accordingly, the following amendments have been
adopted.

The Amendments

Rule 282 (“Mandatory Buy-In”)

Prior to the Amendments, Rule 282 prescribed a process in which the initiating member organization was
required to wait until “the fourth business day prior to the thirty-first calendar day after the due date of the
contract” before taking steps to close-out a contract that had not been completed by the defaulting seller (i.e.,
a “mandatory buyin”). A mandatory buy-in required that a “Buy-In Notice” be delivered, in triplicate, by the
initiating member organization (the buyer) to the member organization in default (the seller). The member
organization receiving the Buy-in Notice would then indicate its position - whether it could deliver or not. If the
Buy-in Notice was not returned when due, or was returned with an indication that the contract is known but
that delivery cannot be made, then a “Buy-in Order” in duplicate would be sent to the member organization in
default (the seller) for execution.

The amendments to Rule 282 (see Exhibit A) permit the initiating (buying) member organization failing to
receive the securities to execute the buy-in. Further, the waiting period to initiate a buy-in has been reduced
to three business days after settlement date. By shifting responsibility to the buy-side of the transaction and
reducing the time frames, the buy-in process should work more efficiently.

The requirement for duplicate and triplicate paper notices has been eliminated and electronic notices
(including notices from a computerized network facility or the electronic functionality of a Qualified Clearing
Agency, such as DTCC and NSCC) are now permitted to be delivered by the initiating member organization
at or before 12:00 noon ET at least two business days before the proposed execution of a buy-in. The
Amendments also delete Rule 282's time deadlines for delivering notices, securities, and executions and
substitute those generally used by the industry.

Regulation SHO

Of relevant note is that in early 2005 the SEC implemented Regulation SHO (“Regulation of Short Sales”), 8

   which shares a similar purpose with the amended Buy-In Rules - specifically, the reduction or elimination
of “fails to deliver.” Rule 203 under Regulation SHO imposes locate and borrowing/delivery requirements
on broker-dealers that sell equity securities. Further, like Exchange Rule 282, Rule 203 imposes delivery
obligations on broker-dealers with the objective of reducing fails to deliver.

Contemporaneous with the implementation of Regulation SHO, the SEC issued an Order Suspending the

Operation of Short Sale Price Provisions for Designated Securities and Time Periods 9   which established a
Regulation SHO Pilot Program. The Order prohibits any SRO from having a rule that is not in conformity with,
or that conflicts with, the provisions of Rule 10a-1(a) under the Exchange Act, or with any short sale price test

of any exchange with respect to the Pilot Program. 10 

In addition, Regulation SHO requires, prior to effecting short sales in any equity security, that broker-dealers
“locate” securities available for borrowing and to close-out “fail to deliver” positions in “threshold securities”
11   which are open for a certain period of time. In light of these changes, Rule 282 has been amended
to harmonize its requirements with those of Regulation SHO in order to more effectively accomplish the
Regulation SHO objective of reducing failures to deliver.

Specifically, amendments to Rule 282's Supplementary Material are intended to ensure that members and
member organizations comply with the closeout requirements of Regulation SHO, as well as with its marking,
locate, and delivery requirements. Members and member organizations are required to have policies and
procedures in place to comply with these rules, including closeout procedures.
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Rule 284 (“Procedure for Closing Defaulted Contract”)

Prior to the Amendments, Exchange Rule 284 set forth a permissive procedure by which an initiating member
organization (buyer) could close-out a contract that had not been completed by the defaulting member
organization (seller), but that was not required to be closed-out. Rule 284 also required that a Buy-in Notice
be delivered to the defaulting member organization within 45 minutes after delivery time, then delivered to the
member organization in default between 2:15 and 2:30 p.m. for execution after 2:35 p.m.

The Amendments rescind Rule 284 and incorporate the permissive buy-in procedures of Rule 284 into Rule
282, subject to Rule 282's revised time frames.

Rules 289 (“Must Receive Delivery”) and 290 (“Defaulting Party May Deliver After Notice of
Intention to Close”)

Rule 289 had required an initiating member organization to accept physical delivery of some or all of the
securities that are the subject of a buy-in, thereby halting the buy-in execution for those securities if they are
delivered prior to the buy-in. Rule 290 permitted a defaulting member organization to deliver securities subject
to a notice of buy-in until 2:30 p.m. on the day of the execution of the buy-in.

Amendments to Rules 289 and 290 revise and clarify the requirements and timeframes within which a
defaulting member organization may deliver against a “buy-in” notice. Of particular note is the extension of
the delivery requirement deadline from 2:30 p.m. to 3:00 p.m. ET. Finally, the amendments make technical
changes to Rules 282, 289 and 290 to accord with industry practice.

Conclusion

The Exchange believes the amendments to its Buy-In Rules will expedite the clearance and settlement
of transactions by member organizations and the industry as a whole by creating incentives for member
organizations to clean-up fails and to deliver on a more timely basis.

Questions regarding this Info Memo may be directed to Anand Ramtahal at (212) 656- 5741 or Bernadette
Chichetti at (212) 656-6934.

___________________________

Donald van Weezel

Vice President

Member Firm Regulation

Attachments

Exhibit A

Additions are Underscored

Deletions are [Bracketed]

Rule 282 - [Mandatory] Buy-In Procedures

A contract in securities , [other than] except a contract where its [the] close-out [of which] is governed by the
rules of a Qualified Clearing Agency, which has not been [fulfilled] completed by the seller in accordance with
its terms , [for a period of thirty calendar days] may be closed-out by the buyer (i.e., the initiating member
organization) no sooner than three business days after the due date for delivery , [shall be closed] pursuant to
the following procedures:

(a) [A NOTICE of intention in triplicate] An initiating member organization (buyer) may deliver a written
“buy-in” notice [shall be delivered] to the defaulting member organization [in default] at or before 1
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2:00 [p.m.] noon ET at least two business days before the proposed execution of a “buy-in” [on the
fourth business day prior to the thirty-first calendar day after the due date of the contract] (the buy-
in execution date shall be referred to as the “effective date” of the notice). [Hereafter, such fourth
business day shall be referred to as the Effective Date of NOTICE. A copy of a receive order] Receipt
of delivery to the defaulting member organization, [issued by a Qualified Clearing Agency or a stamped
comparison must accompany] must be maintained with the [NOTICE when delivered] notice as part
of the initiating member organization's books and records. [If neither of these documents is available,
then, if possible, other evidence of the item should accompany the NOTICE.]

(b) The defaulting member organization receiving the [NOTICE of intention] “buy-in” notice must
[indicate on the copies of the NOTICE] send a signed, written response to the initiating organization
stating its position with respect to the resolution of the item [and then return, to the initiating
organization, a copy signed by a member, allied member officer or authorized representative of the
organization] no later than 5:00 p.m. ET on [the third business day after the Effective Date of NOTICE]
the date of issuance of the “buy-in” notice (the “buy-in” notice date).

[(c) If the NOTICE is returned to the initiating party “DK'd,” the initiating party shall itself “close-out” the
contract with reasonable promptness. The party which “DK'd” the NOTICE may not seek to fulfill the
contract at a later date. No such “close-out” by the initiating organization shall preclude it from taking
action to recover any resulting damages.]

([d] c) If the [NOTICE] “buy-in” notice has not been returned by 5:00 p.m. ET on the “buy-in” notice
date, [duly signed, when due] or the “buy-in” notice is returned as “DK'd,” or the [NOTICE] “buy-in”
notice is returned with the indication that the contract is known but that delivery cannot be made , a
“buy-in” [ORDER in duplicate shall be sent to the member or organization in default by 9:30 a.m.] shall
be executed on the “effective date” by the initiating member organization by purchasing all or part
of the securities necessary to satisfy the amount requested in the “buy-in” notice. [on the thirty-first
calendar day after the due date or, if the Exchange is closed on such day, on the next day that the
Exchange is open for trading.]

(d) Where the buyer is a customer (other than another member organization), upon failure of a
defaulting member organization to effect delivery in accordance with a “buy-in” notice, the contract may
be closed-out by purchasing for “cash” in the best available market, or at the option of the initiating
member organization, for guaranteed delivery for all or any part of the securities necessary to complete
the contract. “Buy-ins” executed in accordance with this paragraph shall be for the account and risk of
the defaulting member organization.

(e) [Such ORDER shall be filed on the mandatory “buy-in” ORDER form and shall be understood to be
entered as an open order capable of being executed on a “cash,” “next-day” or “regular-way” basis.]
Every “buy-in” notice shall state the date of the contract to be closed, the quantity and the contract
price of the securities covered by said contract, the settlement date of said contract and any other
information deemed necessary to properly identify the contract to be closed. Such notice shall state
further that 'unless delivery of the underlying securities is effected at or before 3:00 p.m. ET on the
“effective date” of the “buy-in” notice, the security may be “bought in” on the date specified for the
account of the initiating member organization.' Each “buy-in” notice shall also state the name and
telephone number of the individual authorized to pursue further discussions concerning the “buy-in.”

(f) [The original ORDER will be given for execution to a member of or a representative designated by
the member organization listed on the order as being in default. Such ORDER shall be executed on
that day, unless (1) a Floor Governor, Senior Floor Official, or Executive Floor Official shall defer the
execution because a fair market in which to close the contract is not available or (2) the party in default
has physical possession of the security and has notified the member organization which initiated the
ORDER that it intends to make immediate delivery.] Securities delivered subsequent to the receipt of
the “buy-in” notice should be considered as received pursuant to the “buy-in” notice. Delivery of the
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requisite number of shares, as stated in the “buy-in” notice, or execution of the “buy-in” will also operate
to close-out all contracts covered under re-transmitted notices of “buy-ins” issued pursuant to the
original notice of “buy-in,” pursuant to Rule 285. If a re-transmitted “buy-in” is executed, it will operate
to close-out all contracts covered under the re-transmitted notice. A “buy-in” may be executed by the
initiating member organization from its long position and/or from customers' accounts maintained with
such member organization.

(g) [The member of or a representative designated by the member organization in default shall render
a report of execution to the member organization initiating the buy-in ORDER or return the original
ORDER indicating the reason for its non-execution. When a Floor Governor, Senior Floor Official, or
Executive Floor Official has deferred execution, his signature should appear on the ORDER form. (A
Floor report covering any execution should be submitted to the Information Desk on the Floor together
with the ORDER form.)] Prior to the closing of a contract on which a “buy-in” notice has been given,
the initiating member organization shall accept any portion of the securities called for by the contract,
provided the portion remaining undelivered at the time the initiating member organization proposes
to execute the “buy-in” is not an amount which includes an odd-lot which was not part of the original
transaction.

(h) [The member organization which initiated the ORDER shall take into consideration the Floor
brokerage, in adjusting any money difference as set forth in Rule 287.] The initiating member
organization executing the “buy-in” shall immediately upon execution, but no later than 5:00 p.m.
ET, notify the defaulting member organization as to the quantity purchased and the price paid. Such
notification shall be in written or electronic form having contemporaneous receipt capabilities, or if not
available, the telephone shall be used for the purpose of same day notification, provided that written or
similar electronic notification having next day receipt capabilities must also be sent out simultaneously.
In either case, formal confirmation of purchase along with a billing or payment, as appropriate, should
be forwarded as promptly as possible after the execution of the “buy-in.”

(i) In situations where securities have been delivered by the defaulting member organization after the
“buy-in” [ORDER] order was [filed] placed, the securities may be returned if the “buy-in” [ORDER were]
was executed before it could reasonably be cancelled by the initiating member organization.

(j) For purposes of this Rule, written notice shall include an electronic notice through a medium that
provides contemporaneous return receipt capability. Such electronic media shall include but not be
limited to facsimile transmission, a computerized network facility, or the electronic functionality of a
Qualified Clearing Agency, etc.

[Every reasonable means to borrow securities in order to make delivery on open contracts shall be employed
by member organizations. If, however, unusual circumstances exist whereby securities cannot be borrowed,
application for suspension of this rule with respect to a specific contract may be made to The Market
Surveillance Division of the Exchange by the twenty-fifth calendar day after the due date for delivery. Such
application shall set forth the unusual circumstances as well as the unsuccessful efforts made by the member
organization to borrow securities in order to effect delivery.]

[If, in the opinion of the Exchange, unusual circumstances exist, the Exchange may direct that the operation
of this Rule be temporarily suspended for such period of time as it may determine, either with respect to
the market generally, with respect to a specific security or securities or with respect to a specific contract or
contracts, but no such suspension shall relieve the party in default of any resulting damages.]

Supplementary Material:

.10 [Paragraph (a) in Rule 282 above requires that the NOTICE of intention be filed with the defaulting
member organization in triplicate. Copy III should be stamped by the member organization to whom it
is addressed to acknowledge receipt and then returned to and retained by the initiating party for its own
records. When the defaulting member organization has completed Copy I and Copy II of the NOTICE,
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both copies should be returned to the initiating member organization. Copy II should be stamped by
the initiating member organization to acknowledge receipt and then returned to and retained by the
defaulting party for its own records.

A defaulted contract shall not be “bought-in” by the initiating party when the defaulting member
organization indicates on the returned form that it has applied for and evidences an Exchange
approved EXEMPTION.]

Members and member organizations are obligated to comply with the close-out provisions of
Regulation SHO, promulgated under the Securities Exchange Act of 1934. Specifically, Exchange “buy-
in” rules (i.e., Rules 282, 283, 285, 286, 287, 288, 289, 290, 291, 292, 293, and 294) do not abrogate
a member's or a member organization's responsibilities or obligations to comply with Regulation SHO,
and the close-out provisions of Rule 203(b)(3).

Rule 284 - [Procedure for Closing Defaulted Contract] Reserved

[A contract in securities other than a contract, the close-out of which is governed by the rules of a Qualified
Clearing Agency which has not been fulfilled according to the terms thereof may be closed pursuant to the
following procedures.]

[The ORDER to close-out such contract shall be delivered in duplicate to the member organization in default
and a NOTICE of intention to make such closing. Every such ORDER and every such NOTICE shall be in
writing, and shall state the name of the member organization giving the ORDER, the date of the original
contract to be closed, the maturity date of such contract, the quantity and contract price of the securities
covered by said contract, and the name of the other party thereto.]

[With respect to contracts, other than “cash” contracts to be closed on the day of the contract, such NOTICE
shall be delivered to the member organization in default prior to forty-five minutes after delivery time. Unless
the Exchange directs otherwise, such ORDER shall be delivered to the member organization in default
between 2:15 and 2:30 p.m. and the contract shall not be closed before 2:35 p.m.]

[When a contract made for “cash” is to be closed on the day of the contract, the time of the transaction shall
be stated on the NOTICE and the ORDER. Such NOTICE shall be delivered to the member organization
in default prior to the delivery of the ORDER. Such ORDER shall be delivered to the member organization
in default between 2:30 and 2:45 p.m. in the case of transactions effected at or before 2:00 p.m. and within
forty-five minutes after the transaction in the case of transactions effected after 2:00 p.m. No “cash” contract
to be closed on the day of the contract shall be closed prior to five minutes after the delivery time for such
contract.]

[The procedure for execution of buy-in orders and rendering reports shall be the same as set forth in Rule
282(f), (g) and (h).]

[The closing of a contract may be deferred by order of a Floor Official whenever in his opinion a fair market
in which to close the contract is not available, and the Exchange may defer the closing of a contract if it
determines that the default is due to the existence of a general emergency situation, but no such deferment
shall relieve the party in default of any resulting damages.]

Rule 289 - Must Receive Delivery

When a member or member organization has [given notice of intention to close a contract for non-delivery]
delivered a buy-in notice pursuant to Rule 282, or has re-transmitted notice thereof as provided in Rule
285, [he or it] the initiating member organization must receive and pay for those securities [due upon such
contract] subject to the buy-in notice if tendered [at his or its office] prior to the [closing of] buy-in of such
contract.

If the person who, pursuant to Rule[s] 282 [or 284], [has in hand the order to close] is notified prior to the
[closing] buy-in by a defaulting member or member organization that some or all of the securities (but not
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less than one trading unit) are in his or its physical possession and will be promptly delivered, then the order
to [close] buy-in shall not be executed with respect to such securities, and the initiating member or member
organization who has given the original order to [close] buy-in shall accept and pay for such securities, if
tendered promptly.

Damages for non-delivery

If such securities [be] are not promptly tendered, the defaulting member or member organization who has
stated that they would be promptly delivered shall be liable for any resulting damages.

Supplementary Material:

.10 [Notices.- Notices by the party giving the order, of cancellations or changes in quantity must be
given to the member organization in default, when given in connection with buy-ins under Rule 282
at or before 9:30 a.m. or under Rule 284 at or before 2:30 p.m. After the aforementioned times such
notices must be given to the person handling the order on the Floor.

The member of or representative designated by the member organization in default should turn over
the ORDER together with the cancellation or changes in quantity of such ORDER to the party giving
the order.

Notices by the party in default of physical possession of the securities and intention to make
immediate delivery must be given to the initiating member organization, when given in connection
with buy-ins under Rule 282 at or before 9:30 a.m. or under Rule 284 at or before 2:30 p.m. After
the aforementioned times such notices must be given to the person handling the order on the Floor.]
Reserved.

Rule 290 - Defaulting Party May Deliver After “Buy-In” Notice [of Intention to Close]

A defaulting member or member organization (seller) who has received a “buy-in” notice , pursuant to Rule
282 [of intention to close a contract], or re-transmitted notice thereof, may deliver the securities [at the
office of] to the initiating member or member organization (buyer) issuing such notice up to [2:30] 3:00 p.m.
ET. [He or it] The defaulting member organization may deliver such securities after [2:30] 3:00 p.m. ET on
the “effective date” of the buy-in notice if : [notice is given to the Exchange] (i) agreed to by the initiating
member organization, (ii) before the execution of the order [that he or it] and (iii) when the defaulting member
organization has physical possession of the securities.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Release No. 34-52842 (November 28, 2005) 70 FR 72321 (December 2, 2005)(SR-NYSE-2005-
50). See also Exhibit A.

2  NASD Rule 11810 (Buying-In) is operationally similar to this amendment. While, the American Stock
Exchange ("Amex") has buy-in rules similar to the NYSE's pre-amendment buy-in rules, it is anticipated
that Amex Rules 783 (Normal Buy-Ins) and 784 (Mandatory Closing of Fails) will be amended along the
lines of these amendments.

3  NSCC, is a central counterparty that provides centralized clearance, settlement and information services
for broker-to-broker equity, corporate bond and municipal bond, exchange-traded funds and unit
investment trust trades in the US. NSCC provides clearing and settlement, risk management, central
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counterparty services and a guarantee of completion for trades. NSCC also nets trades and payments
among its participants, reducing the volume of securities and payments that need to be exchanged each
day.

4  CNS is an automated accounting system that centralizes the settlement of compared security
transactions and maintains an orderly flow of security and money balances. CNS nets daily transactions,
including open positions to create a single long or short position for each participant, minimizing security
movements and associated costs.

5  17 CFR 240.15c3-3.
6  15 U.S.C. 78a et seq.
7  PEXM allows DTCC participants to communicate CNS buy-in execution information electronically to

NSCC. In addition, features have been added that allow participants the ability to submit CNS buy-ins on
the same security on consecutive days and ensure that CNS re-transmittals of buy-in liabilities no longer
exceeds the total of original NYSE Buy-in Notices received.

8  17 CFR 242.200 through 242.203.
9  See Exchange Act Release No. 50104 (July 28, 2004) (Pilot Order).

10  The SEC Division of Market Regulation staff has interpreted the "conformity or conflicts" section broadly
to prohibit any SRO rule that conflicts with any provision of Regulation SHO.

11  A "threshold security" is defined in Rule 203(c)(6) of Regulation SHO as any equity security of an issuer
that is registered under Section 12, or that is required to file reports pursuant to Section 15(d) of the
Exchange Act of 1934 where, for five consecutive settlement days: there are aggregate fails to deliver at
a registered clearing agency of ten thousand shares or more per security; that the level of fails is equal
to at least one half of one percent of the issuer's total shares outstanding; and the security is included on
a list published by an SRO.
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December 15, 2005

   ATTENTION: CHIEF EXECUTIVE OFFICER AND MANAGING PARTNER, CHIEF FINANCIAL OFFICER,
CHIEF OPERATIONS OFFICER, AND CHIEF COMPLIANCE OFFICER

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NYSE RULE 325(e) REQUIREMENT SUBSEQUENT TO NYSE MERGER WITH
ARCHIPELAGO HOLDINGS, INC. (“Merger”)

Effective on the date of the Merger, NYSE Rule 325(e) will be amended to require a Member Organization
(who employs a Member), rather than an individual Member, to be responsible for presenting the evidence of

financial responsibility required by the Rule. 1 

Currently, Rule 325(e) states that each Member who executes orders on the floor of the NYSE must present
evidence of his/her financial responsibility in the amount of $100,000 by one of several methods acceptable
to the NYSE. This requirement is in addition to the net capital requirement prescribed in SEA Rule 15c3-1.
Acceptable means for compliance currently include surety bonds, guarantees by clearing organizations,
proper escrow accounts, letters of credit, pledged securities, etc.

Member(s) who have met the Rule 325(e) financial responsibility obligation through the use of their NYSE
seat will no longer be able to do so after the Merger and must elect an alternate method. See Exhibit A,
attached hereto, for the amended Rule 325(e), as currently proposed.

Member(s) who currently use surety bond(s) to satisfy their Rule 325(e) financial responsibility obligation will
be able to continue to use the current bond if the bond is revised to reflect that the Member Organization is
the beneficiary of the guarantee. Member Organizations electing this method should contact their surety bond
provider and ensure that the necessary revisions are made.

Attached hereto, as Exhibit B, is the form of an electronic survey that must be completed and returned
to the NYSE via the NYSE's Electronic Filing Platform (“EFP”) within 7 business days from the date your
organization acquires a trading license(s).

Documentation supporting your election(s) on this form should be forwarded, separately from the electronic
survey, to your organization's Document Coordinator. This documentation should be submitted at the same
time as the electronic submission of the survey.

If you have any questions regarding this Information Memo please contact your Document Coordinator.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Attachments

Exhibit A

Rule 325(e) - as proposed on the effective date of the Merger

Capital Requirements for Individual Members and Member Organizations

Text:
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General provisions

(e) In addition to the net capital requirement prescribed in Rule 15c3-1 promulgated under the
Securities Exchange Act of 1934, each member organization which employs individuals to execute
orders on the floor of the Exchange, must present evidence of financial responsibility in the amount of
$100,000 for each such employee by one of the following methods;

(1) A written guarantee by a member organization which is a member of a qualified clearing agency
and has excess net capital of not less than $100,000 for each member for whom such guarantee has
been extended or

(2) $100,000 held by an independent agent in escrow, or

(3) a letter of credit issued by a bank or other party acceptable to the Exchange in the amount of
$100,000, or

(4) marketable securities with a total value of at least $100,000 (after appropriate haircuts, to be
determined in the same manner as haircuts are determined for capital requirements) on deposit with an
organization acceptable to the Exchange and readily available,

Such written guarantee, escrow account, letter of credit or marketable securities shall be available
solely for sums due the Exchange and such sums as the Board of Directors shall determine are due
by such member to member organizations as the result of losses arising directly from the closing out
under the Rules, of contracts entered into, in the ordinary course of business in the market on the floor
of the Exchange for the purchase, sale, borrowing or loaning of securities.

The Exchange will consider alternate methods of compliance with the financial responsibility standard.

Exhibit B

Exhibit B

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Please refer to the NYSE Release concerning "NYSE Market Trading Licenses" for other changes
affecting Members.
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December 14, 2005

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: HYBRID MARKET IMPLEMENTATION - PHASE I PILOT-BROKER AGENCY INTEREST FILES,
SYSTEMIC INTEGRATION OF PRIORITY, PARITY & YIELDING REQUIREMENTS, MANUAL S-QUOTES,
SYSTEMIC EXECUTION OF ELECTED STOP & CAP-DI ORDERS, AUTO-CONVERSION & EXECUTON
OF CAPDI ORDERS

* * IMPORTANT - TIME SENSITIVE INFORMATION * *

The Exchange expects the Securities and Exchange Commission to approve its request to conduct a
Pilot to put into operation Phase 1 of the Exchange's Hybrid Market initiative (the “Pilot”) with respect to
approximately 200 NYSE securities (“Pilot Securities”). A list of Pilot Securities is attached as Exhibit B.

The Pilot is expected to begin Thursday, December 15, 2005.

To ensure that the Pilot operates as smoothly as possible, it will be rolled out initially to a few Pilot Securities
at a time. Securities for which the Pilot has been implemented will be identified by signs on the Trading Floor.
A list will also be available on www.nyse.com.

The Pilot will allow members and member organizations to gain essential practical experience with new
systems and processes in a controlled and well-modulated way. In addition, the Pilot will contribute to the

Exchange's ability to comply with the implementation date for Regulation NMS. 1 

The Pilot will last 90 calendar days or until the SEC approves the NYSE's Hybrid Market filings, whichever
comes first.

During the Pilot, the following aspects of the Hybrid Market initiative will be implemented with respect to Pilot
Securities:

• NYSE Direct+ ® will continue to operate under existing rules and be subject to the same availability,
restrictions and conditions.

•NYSE Floor Broker Agency Interest Files SM (“floor broker agency interest” or “agency interest”), also
referred to as “e-Quotes,” including the reserve feature, will be activated; however, during this phase
Floor Brokers will not have the ability to exclude their interest from the aggregate information available
to the specialist. In addition, the brokers' reserve amounts will be visible to the specialist.

•Specialists will be able to manually layer their interest at and outside the best bid and offer through the
use of NYSE Specialist Interest Files SM (“specialist interest files”), also referred to as “s-Quotes.”

•Systemic programming of priority, parity, and yielding requirements, other than the yielding
requirements for additional specialist interest will be operational.

•Certain functions that were previously performed manually by the specialist regarding the execution
and reporting of elected stop and CAP-DI orders and the conversion and execution of CAP-DI orders
have been systematized.

The Hybrid Market rules that will apply to Pilot Securities during the Pilot are described in detail below and
their text is attached as Exhibit A.

1. Background
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The Hybrid Market integrates in one marketplace the best of both auction market and electronic trading.
By combining the benefits of specialist and Floor Broker expertise with the speed, certainty, and anonymity
of electronic execution, the Hybrid Market trading platform offers maximum choice to customers in how to
execute orders, but preserves time-tested trading procedures that have proven immensely successful in
providing stable, liquid, and less volatile markets.

Customers who want execution speed and certainty, with anonymity, can opt to have their orders
automatically executed via NYSE Direct+ ®, the Exchange's electronic trading facility. Customers who
want the opportunity for price improvement or the benefit of Floor Broker expertise in the handling of their
orders can choose to have their orders executed through the traditional auction process. Notably however,
these customers do not give up the benefits of electronic trading, since even those choosing to have their
orders handled in the auction market initially will still be able to participate in automatic executions, thereby
expanding their execution opportunities.

Additional information about the Hybrid Market, its features and its benefits is available at www.nyse.com.
The remainder of this Information Memo focuses on features that are being implemented during the Pilot. As
additional phases are implemented, the Exchange will issue additional Information Memos.

2. Hybrid Market Pilot (Phase I)

It is important to note that not all of the changes included in the Exchange's Hybrid Market filings will
be implemented during the Pilot. Proposed Hybrid Market rules that will be implemented in the Pilot are
designated with a (P) for Pilot. Proposed Hybrid Market rule provisions that will not be implemented in the
Pilot are noted in the accompanying rule text as “intentionally omitted.”

In addition, all other Exchange Rules remain in force and applicable to trading in Pilot Securities
during the Pilot.

A. Operation of NYSE Direct+ ®

During the Pilot, NYSE Direct+ ® will continue to operate under existing rules, and all restrictions contained in
Exchange Rules 1000 through 1005 will remain in force. Additional information about the operation of NYSE
Direct+ ® may be found in Information Memos 03-21 (May 15, 2003) and 01-4 (February 27, 2001).

B. NYSE Floor Broker Agency Interest File SM (“e-Quotes”)

The Exchange is activating the Floor Brokers' ability to enter e-Quotes in Pilot Securities. This feature permits
Floor Brokers to electronically represent their agency orders at multiple price points at and outside the
Exchange best bid and best offer (“BBO”). Through e-Quoting, Floor Brokers can offer customers the benefit
of broker knowledge and experience as well as the efficiency of automatic executions.

Note: In the event that a proprietary vendor system has not been activated or vendor systems or Exchange
systems that have been activated otherwise become unavailable, a Floor Broker who is unable to enter his or
her own e-Quotes during the Pilot has the following options:

(i) Request a specialist to enter the e-Quote for him or her;

(ii) Send an order through SuperDot ®;

(iii) Send a CAP-DI order to the specialist;

(iv) Send an order for Direct+ execution;

(v) Trade in the Crowd (i.e., hit bids and take offers); or

(vi) Give the order to another Floor Broker with e-Quoting capabilities.
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Members and member organizations are reminded of their obligations regarding the entry of e-Quotes as
discussed in Member Education Bulletin 2005-24.

1. Agency Interest Files

Rule 70.20(a)(i)(P) - Permits Floor Brokers to place e-Quotes at multiple price points, on both sides of the
market, in all Pilot Securities trading within the area constituting the “Crowd,” provided that the broker has

orders in such securities, and has complied with the requirements of Exchange Rule 123(e). 2 

Floor Brokers who do not want the specialist to be able to trade on parity with their orders may not include
them in their agency interest file. See Section 6, below.

Rule 70.20(i)(P) - Clarifies that when a Floor Broker's e-Quote participates in an execution, the entering Floor
Broker will be deemed to be the executing broker in connection with that transaction.

Rule 70.20(f)(P) - Provides that e-Quotes must be cancelled when a Floor Broker leaves the Crowd, except
that a Floor Broker may leave the Crowd without canceling his or her e-Quotes to recharge his or her
handheld device.

If the Floor Broker leaves the Crowd without canceling his or her e-Quotes and one or more executions occur
with such e-Quotes, the Floor Broker will be held to such executions and may be subject to disciplinary action
for failing to cancel e-Quotes when required.

Rule 70.20(l)(P) - Reminds Floor Brokers that e-Quoting capability does not modify or relieve Floor Brokers
from their agency obligations, including best execution, or required compliance with all SEC and Exchange
rules, policies and procedures.

Accordingly, Floor Brokers should not combine orders with conflicting instructions, such as sell short and sell
long, in the same e-Quote. Similarly, an e-Quote that includes multiple orders cannot be converted to a single
CAP-DI order sent to the specialist, as that would reduce the number of shares that would be allocated to
such orders upon an execution of the CAP-DI order following an election or conversion.

2. Agency Interest Files at the Open and Close

Rule 70.20(j)(P) - Prior to the Opening, Floor Brokers may enter e-Quotes from anywhere on the Floor for
participation in the opening trade. However, Floor Brokers must be in the Crowd at the Open in order for their
agency interest to participate and the Broker must cancel any e-Quotes in Pilot Securities that are not part of
such Crowd before the Open.

E-Quotes entered into files before the Open may participate in the opening trade on parity with the Display
Book ®, as the Crowd does today, in accordance with the policies and procedures governing the Open.

3. Order Entry Requirements

Rule 123(e)(P) - This rule has been amended to provide that brokers may not enter an e-Quote with respect
to any order until such order has been entered into FESC in accordance with Exchange Rule 123(e).

Rule 132B(a)(D)(P) - Similarly, this rule has been amended to require members and member organizations
identify which orders or portions of orders are being made part of the agency interest file.

With respect to e-Quotes entered by a specialist on behalf of a Floor Broker, the Broker should note “e-Q”
on the relevant order ticket to identify that it was included in an e-Quote. In addition, the Floor Broker and his
or her Member Organization are reminded that they need to maintain in their books and records appropriate
documentation identifying which orders were made part of their agency interest file.

4. Definition of a Crowd
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Rule 70.30(P) - A Crowd consists of five contiguous panels at a single post where securities are traded. Floor
Brokers with agency interest files must be in the Crowd, representing those orders and are permitted to have
agency interest files in only one Crowd at a time.

Rule 70.20(a)(ii)(P) - A Floor Broker does not need to be in the Crowd in order to e-Quote “G” orders. 3 

5. Orders of Members to be in Writing

Rule 117(P) - This rule has been amended to include electronically recorded orders. It reiterates that Floor
Brokers are held to executions with their e-Quotes if not cancelled when they leave the Crowd and that such
failure to cancel is a violation of Exchange rules.

6. Priority, Parity, and Yielding

Rule 70.20(b)(P) - An e-Quote that establishes the Exchange BBO will be entitled to priority at that price for
one trade, as Rule 72 generally provides today.

Rules 72(c)- (g)(P) - E-Quotes at the same price and on the same side of the market not entitled to priority
will be on parity with each other. No e-Quote will be able to invoke precedence based on size. See also, Rule
70.20(b)(P).

Rule 72III.10(P) - Precedence based on size will remain in effect for manual trades.

Rules 108(a)(P) and 104.10(6)(i)(c)(P) - With respect to executions involving s-Quotes, specialists are
entitled to trade on parity with e-Quotes and orders represented in the Crowd.

In connection with non-s-Quote specialist proprietary trading, the procedures recently disseminated
in Information Memo 05-81 regarding Floor Broker ability to object to specialist parity trades
continues to apply.

Floor Brokers who do not want s-Quotes to trade on parity with their orders should send their order
through SuperDot ®, enter a Direct+ order, or trade in the Crowd (i.e., hit bids or take offers).

Rules 72(f)(P) and 72III(P) - A sale or the complete cancellation of a bid or offer entitled to priority clears the
Floor in Pilot Securities.

7. Reserve Interest

Rule 70.20(c)(ii)(P) - Reserve interest is a portion of an e-Quote at the Exchange BBO that the Floor Broker
has chosen not to display. Floor Brokers will be permitted to have reserve interest provided they display a
minimum of 1,000 shares at the Exchange BBO.

During the Pilot, reserve interest will be visible to the specialist.

Rule 70.20(k)(P) - There is no reserve capability for broker agency interest entered in the files before the
Open. Similarly, there is no reserve capability for e-Quotes at the close.

Rule 70.20(c)(iv)(P) - Reserve interest yields to displayed interest at the Exchange BBO, but will participate
in automatic executions provided there is sufficient contra-side liquidity. An auto ex order will trade against
the displayed interest in the quote and any reserve interest at the bid or offer price subject to the size limits of
Direct+. All reserve interest trades on parity.

8. Replenishment of Displayed Agency Interest

Rule 70.20(c)(iii)(P) - When the volume associated with a Floor Broker's e-Quote at the Exchange BBO falls
below 1,000 shares because of an execution or cancellation and the Floor Broker has reserve interest the
volume associated with the displayed portion of such broker's e-Quote will be replenished from the reserve so
that at least 1,000 shares of his or her agency interest at the Exchange BBO is displayed.
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Example: If after an execution the displayed portion of a broker's e-Quote was 500 shares and this broker
had 500 shares of reserve interest, his or her displayed e-Quote would become 1,000 shares automatically,
with nothing remaining in the reserve.

If fewer than 1,000 shares in total remains in a Floor Broker's e-Quote, all of the Broker's agency interest at
the Exchange BBO will be displayed.

9. Partialing Orders

Rule 122(P) - A Floor Broker may not e-Quote on behalf of an order at a price at which any portion of the
same order that is represented by another member may be represented or executed.

Rule 70.20(e)(P) - A Floor Broker may trade on behalf of his or her orders in the Crowd at the same price and
on the same side as his or her e-Quote only to the extent that the volume traded in the Crowd is additional
volume not included in the e-Quote.

Example: Floor Broker A has an order to buy 2,000 shares of XYZ stock and has placed an e-Quote to
buy 1,000 shares. In the Crowd, Floor Broker B has an order to sell 2,000 shares of XYZ. Floor Broker A
may trade with Floor Broker B, but must cancel his e-Quote before trading, if this trade is for 2,000 shares.
Alternatively, Floor Broker B can “hit” Broker A's e-Quote and they can trade in the Crowd for 1,000 shares.

C. Specialist Interest Files (“s-Quotes”)

Rule 104(c)(P) — Specialists will be able to manually layer their interest at and outside the Exchange BBO,
which will give their bids and offers persistent standing. This means that if the specialist bids/offers at a price
that is not the BBO, such interest will remain as an s-Quote and available to be traded with until executed or
cancelled.

During the Pilot, specialists will not be able to disseminate s-Quotes via NYSE OPENBOOK ®or another
Exchange data distribution channel.

D. Autoquoting

Rule 60(e)(P) - The Exchange will autoquote the NYSE's highest bid or lowest offer to reflect limit orders on
the Display Book ®, e-Quotes, and s-Quotes. See also Rule 70.20(c)(i)(P).

E. CAP-DI and Stop Orders

1. Automatic Execution of Elected CAP-DI Orders and Stop Orders

Rules 13(P) and 76(P) - Elected stop and CAP-DI orders will be automatically executed to the extent contra-
side liquidity is available at the electing price. This execution is not restricted by current Direct+ order size
requirements.

Elected CAP-DI volume unable to trade will automatically revert to CAP-DI status and elected stop limit
orders unable to trade will become limit orders on the Display Book. Elected stop orders will be executed in
the same manner as any market order.

The rules regarding the election and execution of CAP-DI orders and stop orders and passive conversion of
CAP-DI orders remain the same. See Rules 123A.30 and 123A.40.

2. Elected or Converted CAP-DI Orders and Direct+

Rules 13(P) and 123A.30(a)(P) - Elected or converted CAP-DI orders will be able to participate in automatic
executions in accordance with current Exchange Rules 1000 - 1005.

3. Automation of Parity between Specialist and Elected CAP-DI Orders
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Commencing with the Pilot, the system will assign the proper number of shares to the specialist when trading
along with elected CAP-DI orders in accordance with Exchange Rule 123A.30.

4. Auto-Conversions of CAP-DI Orders.

Rule 123A.30(a)(iv)(P) - When a specialist systemically trades for its own account, marketable CAP-DI
orders on the Display Book ® on the same side as the specialist will be automatically converted to participate
in such execution, with the system assigning the proper number of shares to the specialist and auto-
converted CAP-DI orders.

Exception: Where the execution that included auto-converted CAP-DI orders elects a contra-side stop or
stop limit order, CAP-DI orders will not be auto-converted in connection with the specialist's subsequent trade
with such elected stop order.

Specialists will be notified by highlighting in the Display Book ® alerting them that there are CAP-DI orders
capable of trading, so that the specialist may take appropriate action.

5. Recording Floor Official Approval for CAP-DI Order Conversions

Rule 123A.30 provides that Floor Official approval 4   must be obtained and recorded for certain CAP-DI
Order conversions effected on destabilizing ticks. Commencing with the Pilot, specialists will be required to
record the approving Floor Official's badge number in the comment field of the template used to convert the
CAP-DI order.

Initially, comment functionality will be available only for active CAP-DI conversions within the Smart Report
template. Floor Official badge numbers for approvals of passive conversions should be recorded using the
Floor Slip Database.

Failure to properly record Floor Official approval in this manner would constitute a violation of NYSE Rule
123A.30.

Questions regarding this Information Memo should be directed as follows:

General Questions — Rules:

Donald Siemer, Director, Market Surveillance (212-656-6940)

Daniel Labovitz, Director, Market Surveillance (212-656-2081)

Jeff Rosenstrock, Principal Rule Counsel, Market Surveillance (212-656-5499)

Douglas Witter, Senior Special Counsel, Market Surveillance (212-656-4875)

General Questions - Operations and Technology:

Anne E. Allen, Executive Vice President, Floor Operations (212-656-4582)

Lou Pastina, Senior Vice President, Market Development (212-656-6821)

Definition of a Crowd, FESC (123(e)) and OTS (132B):

Rohan Prashad, Director, Market Surveillance (212-656-6772)

Floor Official Approvals for CAP Order Conversions:

Sue Lui-Facendola, Director, Market Surveillance (212-656-4347)

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance
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EXHIBIT A

Additions underscored

Deletions [bracketed]

Definitions of Orders

Rule 13

* * * * *

Stop Order (P)

A stop order to buy becomes a market order when a transaction in the security occurs at or above the stop
price after the order is routed to the Display Book ® or is manually represented in the [Trading] Crowd. A stop
order to sell becomes a market order when a transaction in the security occurs at or below the stop price after
the order is  routed to the Display Book ® or is manually represented in the [Trading] Crowd. Elected stop
orders that are routed to the Display Book ® will be eligible to be automatically executed in accordance with,
and to the extent provided by, Exchange Rules 1000- 1004, consistent with the order's instructions.

Stop Limit Order (P)

A stop limit order to buy becomes a limit order executable at the limit price, or at a better price, if obtainable,
when a transaction in the security occurs at or above the stop price after the order is routed to the Display
Book ® or is manually represented in the [Trading] Crowd. A stop limit order to sell becomes a limit order
executable at the limit price or at a better price, if obtainable, when a transaction in the security occurs at or
below the stop price after the order is routed to the Display Book ® or is manually represented in the [Trading]
Crowd. Elected stop limit orders that are routed to the Display Book ® will be eligible to be automatically
executed in accordance with, and to the extent provided by, Exchange Rules 1000- 1004, consistent with the
order's instructions.

* * * * *

Supplementary Material:

* * * * *

.30 P Stop and stop limit orders to buy or sell an Investment Company Unit (as defined in Section
703.16 of the Exchange's Listed Company Manual) or a Trust Issued Receipt (as defined in Rule 1200)
shall be elected by a quotation as set forth below:

(i) a stop order to buy becomes a market order when the bid price in the security is at or above the stop
price after the order is routed to the Display Book ® or is manually represented in the [Trading] Crowd;

(ii) a stop order to sell becomes a market order when the offer price in the security is at or below the
stop price after the order is routed to the Display Book ® or is manually represented in the [Trading]
Crowd;

(iii) a stop limit order to buy becomes a limit order executable at the limit price or at a better price, if
obtainable, when the bid price in the security is at or above the stop price after the order is routed to
the Display Book ® or is manually represented in the [Trading] Crowd;
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(iv) a stop limit order to sell becomes a limit order executable at the limit price or at a better price, if
obtainable, when the offer price in the security is at or below the stop price after the order is routed to
the Display Book ® or is manually represented in the [Trading] Crowd; and

(v) if, in any situation covered by paragraphs (i) through (iv) above, the bid or offer that would elect a
stop or stop limit order is more than 0.10 point away from the last sale and is made for the specialist's
dealer account, such stop or stop limit order shall be elected only if the specialist obtains the prior
approval of a Floor Official.

* * * * *

Dissemination of Quotation

Rule 60

* * * * *

(e) (P) Autoquoting of highest bid/lowest offer and automated adjustment of size of liquidity bid and offer.
The Exchange will autoquote the NYSE's highest bid or lowest offer [whenever a limit order is transmitted
to the specialist's book] to reflect non-marketable limit orders, Floor broker agency interest pursuant to
the provisions of Rule 70.20(c)(ii)(P), and specialist interest pursuant to the provisions of Rule 104(c)(P)
whenever it is at a price higher (lower) than the previously disseminated highest (lowest) bid (offer). When
the NYSE's highest bid or lowest offer has been traded with in its entirety, the Exchange will autoquote a
new bid or offer reflecting the total size of orders [on the specialist's book] at the next highest (in the case
of a bid) or lowest (in the case of an offer) price. The size of any liquidity bid or offer shall be systemically
increased to reflect any additional limit orders transmitted to the [specialist's book] Display Book ® at prices
ranging from the liquidity bid or offer price to the highest bid (lowest offer). The size of any liquidity bid or
offer shall be systematically decreased to reflect the execution of any limit orders on the specialist's [book]
Display Book ® at prices ranging from the liquidity bid or offer price to the highest bid (lowest offer). However,
de minimis increases or decreases in the size of limit orders on the [book] Display Book ®, as determined by
the specialist, will not result in automated augmenting or decrementing of the size of the liquidity bid or offer
where such bid or offer continues to reflect the actual size of limit orders on the [book] Display Book ®.

* * * * *

Below Best Bid - Above Best Offer

Rule 70

* * * * *

Supplementary Material:

* * * * *

.20 (a)(i)(P) With respect to orders he or she is representing on the Floor, a Floor broker may place
within the Display Book ® system broker agency interest files at multiple price points on both sides of
the market at or outside the Exchange best bid and offer with respect to each security trading in the
location(s) comprising the Crowd such Floor broker is a part of, except that the agency interest files
shall not include any customer interest that restricts the specialist's ability to be on parity pursuant to
Exchange Rules 104.10(6)(i)(C)(P) and 108(a)P.

(ii)(P) The requirement that a Floor broker be in the Crowd in order to have agency interest files does
not apply to orders governed by Section 11(a)(1)(G) of the Securities Exchange Act of 1934 (“G”
orders).
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(b)(P) All Floor broker agency interest placed within files in the Display Book system at the same price
shall be on parity with each other, except agency interest that establishes the Exchange best bid or
offer shall be entitled to priority in accordance with Exchange Rule 72 and 72(c)- (g)(P). No Floor
broker agency interest placed within files in the Display Book system shall be entitled to precedence
based on size.

(c)(i)(P) Floor broker agency interest placed within files shall become part of the quotation when it is at
or becomes the Exchange best bid or offer and shall be executed in accordance with Exchange Rule
72 and 72(c)- (e)(P).

(ii)(P) A Floor broker shall have the ability to maintain undisplayed reserve interest at the Exchange
best bid and offer provided that a minimum of 1,000 shares of the broker's agency interest is displayed
at that price.

(iii)(P) After an execution involving a Floor broker's agency interest at the Exchange best bid or offer
that does not exhaust the broker's interest at that price, the displayed interest will be automatically
replenished from his or her reserve interest, if any, so that at least 1,000 shares of the broker's interest
(or whatever amount remains, if less than 1,000 shares) is displayed.

(iv)(P) An automatically executing order will trade first with the displayed bid (offer) and if there is
insufficient displayed volume to fill the order, will trade next with reserve interest, if any, including
specialist reserve interest. All reserve interest will trade on parity.

(d)(P) Intentionally omitted

(e)(P) A Floor broker may trade on behalf of his or her orders as part of the Crowd at the same price
and on the same side of the market as his or her agency interest placed within files only to the extent
that the volume traded in the Crowd is not included in the agency interest files.

(f)(P) A Floor broker's agency interest files must be cancelled when he or she leaves the Crowd, except
that a Floor broker may leave the Crowd without canceling his or her agency interest files to recharge
his or her handheld device. Failure to do so is a violation of Exchange rules. If the Floor broker leaves
the Crowd without canceling his or her agency interest files and one or more executions occur with the
agency interest, the Floor broker shall be held to such executions.

(g)-(h)(P) Intentionally omitted

(i)(P) The Floor broker is the executing broker for transactions involving his or her agency interest files.

(j)(P) Floor broker agency interest placed within files may participate in the opening trade in
accordance with Exchange policies and procedures governing the open.

(k)(P) The ability of a Floor broker to have reserve interest will not be available during the open and
during the close. {Remainder of rule intentionally omitted}

(l)(P) Nothing in this rule shall be interpreted as modifying or relieving the Floor broker from his or her
agency obligations and required compliance with all SEC and Exchange rules, policies and procedures.

.30(P) Definition of Crowd.- A Crowd is any five contiguous panels at any one post where securities
are traded. A Floor broker will be considered to be in the Crowd if he or she is physically present at one
of the five contiguous panels.

* * * * *

Priority and Precedence of Bids and Offers

Rule 72

* * * * *
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Precedence of bids equaling or exceeding amount offered

(c) (P) When no bid is entitled to priority under paragraph (a) hereof, (or when a bid entitled to priority or
precedence has been filled and a balance of the offer remains unfilled), all bids for a number of shares of
stock or principal amount of bonds equaling or exceeding the number of shares of stock or principal amount
of bonds in the offer or balance, shall be on [a] parity and entitled to precedence over bids for less than the
number of shares of stock or principal amount of bonds in such offer or balance, subject to the condition that ,
with respect to bids made as part of the auction market if it is possible to determine clearly the order of time in
which the bids so entitled to precedence were made, such bids shall be filled in that order  except that no bids
in Floor broker agency interest files or specialist interest files shall be entitled to precedence.

Precedence of bids for amounts less than amount offered

(d) (P) When no bid is entitled to priority under paragraph (a) hereof (or when a bid entitled to priority or
precedence has been filled and a balance of the offer remains unfilled) and no bid has been made for a
number of shares of stock or principal amount of bonds equaling or exceeding the number of shares of
stock or principal amount of bonds in the offer or balance, the bid for the largest number of shares of stock
or greatest principal amount of bonds shall have precedence, subject to the condition that , with respect to
bids made as part of the auction market if two or more such bids for the same number of shares of stock or
principal amount of bonds have been made, and it is possible to determine clearly the order of time in which
they were made, such bids shall be filled in that order  except that no bids in Floor broker agency interest files
or specialist interest files shall be entitled to precedence.

Simultaneous bids

(e) (P) When bids are made simultaneously, or when it is impossible to determine clearly the order of time in
which they were made , with respect to bids made as part of the auction market, all such bids shall be on [a]
parity subject only to precedence based on the size of the bid under the provisions of paragraphs [(b)] (c) and
[(c)] (d) hereof[.] , except that no bids in Floor broker agency interest files or specialist interest files shall be
entitled to precedence.

Sale or cancellation removes bids from Floor

(f) (P) [Except as provided in .50 below, a] A sale or the cancellation of an entire bid or offer entitled to priority
shall remove all bids from the Floor except that if the number of shares of stock or principal amount of bonds
offered exceeds the number of shares or principal amount specified in the bid having priority or precedence, a
sale of the unfilled balance to other bidders shall be governed by the provisions of these Rules as though no
sales had been made to the bidders having priority or precedence.

Subsequent bids

(g) (P) After bids have been removed from the Floor under the provisions of paragraph [(e)] (f) hereof, priority
and precedence shall be determined, in accordance with these Rules, by subsequent bids.

* * * * *

III (P). Sale or Cancellation of a Bid or Offer Entitled to Priority “Clears the Floor” — Following a sale[,]
or the cancellation of a bid or offer that had been entitled to priority pursuant to this rule, all bids and offers
previously entered are deemed to be re-entered and are on parity with each other. For example, assume
that the market in XYZ is 0.20 bid for 5000 shares, with 5000 shares offered at 0.25. On the bid side of the
market, Broker A is bidding for 1000 shares and has priority. Brokers B, C, D, and E are each bidding for
1000 shares, with B being ahead of C, C being ahead of D, and D being ahead of E. On the offer side of
the market, Broker F is offering 1000 shares and has priority. Brokers G, H, I, and J are each offering 1000
shares, with G being ahead of H, H being ahead of I, and I being ahead of J. Broker K enters the Crowd and
sells 1000 shares to Broker A's bid of 0.20. The market then becomes 0.20 bid for 4000 shares, with 5000
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offered at 0.25. Brokers B, C, D, and E are now on parity on the bid side of the market, and Brokers F, G, H, I,
and J are now on parity on the offer side of the market.

Supplementary Material:

.10 (P) Precedence of bids and offers.- The following examples explain the operations of Rule 72 in
connection with auction market transactions.

* * * * *

“Crossing” Orders

Rule 76 P

When a member has an order to buy and an order to sell the same security, he shall, except for bonds traded
through ABS ® publicly offer such security at a price which is higher than his bid by the minimum variation
permitted in such security before making a transaction with himself. All such bids and offers shall be clearly
announced to the trading crowd before the member may proceed with the proposed “cross” transaction.

The provisions of this rule do not apply to elected stop orders or elected stop limit orders.

* * * * *

Dealings by Specialists

Rule 104

(c)(P) Specialists shall have the ability to manually layer within the Display Book ® system specialist interest
at varying prices at and outside the Exchange best bid and offer. Such interest remains in the Display Book ®

system until traded with or cancelled.

Supplementary Material:

Functions of Specialists

* * * * *

.10(6)(i) Transactions on the Exchange by a specialist for his own account in liquidating or decreasing
his position in a specialty stock are to be effected in a reasonable and orderly manner in relation to the
condition of the general market, the market in the particular stock and the adequacy of the specialist's
positions to the immediate and reasonably anticipated needs of the round-lot and the odd-lot market
and in this connection:

* * * * *

(C) (P) transactions by a specialist for his or her dealer account in liquidating or decreasing a position
in a specialty security must yield parity to and may not claim precedence based on size over a
customer order in the [c]  Crowd upon the request of the member representing such order, where such
request has been documented as a term of the order, to the extent of the volume of such order that has
been included in the quote prior to the transaction. However, this provision shall not apply to automatic
executions involving the specialist dealer account.

* * * * *

Limitation on Members' Bids and Offers

Rule 108 On parity
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(a) (P) No bid or offer made by a member or made on an order for stock originated by a member while on the
Floor to establish or increase a position in such stock for an account in which such member has an interest
shall be entitled to parity with a bid or offer made on an order originated off the Floor, except that such a
bid or offer shall be entitled to parity with a bid or offer made on an order originated off the Floor and being
executed pursuant to Section 11(a)(1)(G) of the Act and Rule 11a1-1(T) thereunder. The foregoing shall not
apply to specialists, with respect to automatic executions. Members who do not want specialists to trade on
parity with their customers' orders may not include such orders in their Floor broker agency interest files.

* * * * *

Orders of Members To Be in Writing

Rule 117 P

No member on the Floor shall make any bid, offer or transaction for or on behalf of another member
except pursuant to a written or electronically recorded order. If a member to whom an order has been
entrusted leaves the Crowd without actually transferring the order to another member, the order shall not be
represented in the market during his or her absence , except with respect to any portion of his or her agency
interest file that was not cancelled before the member left the Crowd, notwithstanding that such failure to
cancel an agency interest file is a violation of Exchange rules.

Supplementary Material:

.10 P Absence from Crowd.-When a member keeps an order in his or her possession and leaves
the Crowd in which dealings in the security are conducted, the member is not entitled during his or
her absence to have any bid, offer or transaction made in such security on his or her behalf or to have
dealings in the security held up until he or she is summoned to the Crowd , except that the member
shall be held to any executions involving his or her agency interest files. To insure representation of an
order in the market during his or her absence, a member must therefore actually turn the order over to
another member who will undertake to remain in the Crowd. If a member keeps the order in his  or her
possession and during his or her absence from the Crowd the security sells at or through the limit of his
or her order, the member will be deemed to have missed the market.

* * * * *

Orders with More than One Broker

Rule 122 P:

Except as provided herein, no member, member organization or any allied member therein, or subsidiary of
such organization within the meaning of Rule 321, shall maintain with more than one broker, for execution on
the Exchange, market orders or orders at the same price for the purchase or sale of the same security with
knowledge that such orders are for the account of the same principal, unless specific permission has been
obtained from a Floor Official. However, a Floor broker may transmit manually or from a hand-held terminal
to the specialist's display book, for representation by the specialist, a portion of an order, while retaining the
balance of the order. In any instance where a Floor broker has given the specialist a portion of an order for
execution and retained the balance of such order, the Floor broker may not make a bid (offer) on behalf of
the retained balance of the order in the auction market or via the Floor broker agency interest file, or execute
any part of the retained order as part of an auction market transaction or automatic execution via NYSE Direct
+ ®, at a price at which the portion of the order with the specialist may also be represented in a bid (offer) or
executed until the portion of the order sent to the specialist has been executed or cancelled.

* * * * *

Record of Orders
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Rule 123

* * * * *

(e) P System Entry Required

Except as provided in paragraphs .21 and .22 below, no Floor member may represent or execute an order on
the Floor of the Exchange or place an agency interest file within the Display Book ® system unless the details
of the order and the agency interest file have been first recorded in an electronic system on the Floor. Any
member organization proprietary system used to record the details of the order and agency interest file must
be capable of transmitting these details to a designated Exchange data base within such time frame as the
Exchange may prescribe.

* * * * *

The Floor member must identify which orders or portions thereof are being made part of the Floor broker
agency interest file pursuant to such procedures as required by the Exchange.

* * * * *

Miscellaneous Requirements

Rule 123A

Supplementary Material:

* * * * *

.30 A specialist may accept one or more percentage orders. - (a)(P) The elected or converted
portion of a “percentage order that is convertible on a destabilizing tick and designated immediate
execution or cancel election” (“CAP-DI order”) may be automatically executed . {remainder of rule
intentionally omitted}

(i)(P) An elected or converted CAP-DI order on the same side of the market as an automatically
executed electing order may participate in a transaction at the bid (offer) price if there is volume
associated with the bid (offer) remaining after the electing order is filled in its entirety. {remainder of rule
intentionally omitted}

(ii)(P) An elected or converted CAP-DI order on the contra-side of the market as an automatically
executed electing order may participate in a transaction at the bid (offer) price if there is volume
remaining in the electing order.

(iii) Intentionally Omitted

(iv)(P) When a specialist is bidding or offering and an automatic execution occurs against such bid/
offer, marketable CAP-DI orders on the Display Book ® on the same side as the specialist's interest
will be automatically converted to participate in this execution. Where this execution elects a contra-
side stop or stop limit order and the specialist participates in the execution of such elected stop order,
no automatic conversion of marketable CAP-DI orders on the same side as the specialist's interest will
occur.

* * * * *

Order Tracking Requirements

Rule 132B (a) Procedures

* * * * *

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

249

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE123/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE123A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE132B/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


D(P). identify which orders or portions thereof are being made part of the Floor broker agency interest file
pursuant to such procedures as required by the Exchange.

* * * * *

EXHIBIT B
 

Symbol Corp. Name Post /
Panel Spec. Unit

 

ANH Anworth Mortgage Assets Corp 1J Kellogg Group
 

AVK Advent Claymore CV Sec S + Incm closed end 1JK Kellogg Group
 

CAO CSK Auto Corp 1J Kellogg Group
 

CDR Cedar Shopping Center Inc. 1J Kellogg Group
 

FHI FRT TR STR HI Income Fund 1JK Kellogg Group
 

FMY FT/FIDAC Mortgage Income Fund 1JK Kellogg Group
 

HC Hanover Compressor Co. 1J Kellogg Group
 

HMB HomeBanc Corp 1J Kellogg Group
 

LUM Luminent Mortgage Cap Inc 1J Kellogg Group
 

MCM Controladora Commercial Mexic ADS 1JK Kellogg Group
 

NTR New York Mortgage Trust, Inc. 1J Kellogg Group
 

PCK Pimco CaliforniaMuni FD II 1JK Kellogg Group
 

PFN Pimco Floating Rate Strategy FD 1JK Kellogg Group
 

PGP Pimco Global Stock Plus Income 1JK Kellogg Group
 

PHK Pimco Cal Muni Fund 1JK Kellogg Group
 

PML Pimco Municipal Income Fund II 1JK Kellogg Group
 

PMX Pimco Municipal Income Fund III 1JK Kellogg Group
 

PTY Pimco Corporate Opportunity Fund 1JK Kellogg Group
 

PZC Pimco Califorinia Muni Income Fund III 1JK Kellogg Group
 

RAS Rait Investment Trust IJ Kellogg Group
 

SFO Sunset Financial Resources Inc. IJ Kellogg Group
 

TYW TS&W/Claymore Tax-Advantaged BLNCD IJK Kellogg Group
 

IBM Intl. Business Machines 2S SLK
 

ACV Alberto Culver 2V SLK
 

SFC Spirit Finance Corp 2V SLK
 

EAT Brinker Intl. Inc 2V SLK
 

AT AllTel Corp. 2V SLK
 

MEG Media General 2V SLK
 

RLI RLI Corp. 2V SLK
 

ONB Old Natl. Bank Corp. 2V SLK
 

AT PrA Alltel Pfd C CV $2.06 2V SLK
 

AHH PrA Accredited Mtg. 2V SLK
 

FNM Fannie Mae 3F SLK
 

TSG Sabre Holdings Corp 3F SLK
 

APH Amphenol Corp 3F SLK
 

FL Foot Locker 3F SLK
 

DNA Genentech Inc. 3H SLK
 

PJC Piper Jaffray Co. 3H SLK
 

DOW Dow Chemical 3L SLK
 

GIZ Lehman Bros Holdings 4C SLK
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HEW Hewett Assoc. 4C SLK
 

SFN Spheron Corp. 4C SLK
 

SNA Snap on Tools, Hldg Co. 4D SLK
 

BA Boeing Co. 4D SLK
 

GIS General Mills Inc. 4D SLK
 

ECA Encana Corp. 4D SLK
 

BDX Beckton Dickson & Co. 4D SLK
 

TSO Tesoro Corp. 4J SLK
 

SF Stifel Fin Corp. 4J SLK
 

NFB North Fork BankCorp. 4J SLK
 

LSI LSI Logic Corp. 4J SLK
 

BDG.A Bandag CL A 4J SLK
 

BDG Bandag Inc. 4J SLK
 

WLP Wellpoint Inc. 4T SLK
 

FSL Freescale Semiconductor Inc. CL A 4T SLK
 

FSL.B Freescale Semiconductor Inc. CL B 4T SLK
 

AGR Agere Systems 5T LaB
 

CSC Computer Sciences Corp 5T LaB
 

FDS Factset Reseach Systems 5T LaB
 

GGI GEO Group Inc. 5T LaB
 

JEC Jacobs Engineering Group 5T LaB
 

RDN Radian Group 5T LaB
 

SRP Sierra Pacific Resources 5T LaB
 

VCG Valor Communication Group 5T LaB
 

BNK TD BankNorth Inc. 6O LaB
 

BGI prT BankNorth Capital Trust III 6O LaB
 

CC Circuit City Stores 6O LaB
 

FIX Comfort Systems USA 6O LaB
 

CTV CommScope Inc. 6O LaB
 

DRE Duke Realty Corp. 6O LaB
 

ECL EcoLab Inc. 6O LaB
 

IMN Imation Corp. 6O LaB
 

KNX Knight Transporation Inc. 6O LaB
 

SJI South Jersey Inds. Inc. 6O LaB
 

AGN Allergan Inc. 7E LaB
 

BJ BJS Wholesale Club Inc. 7E LaB
 

CIX Compx International Inc. 7E LaB
 

FLE Fleetwood Entrps Inc. 7E LaB
 

OCR Omnicare Inc. 7E LaB
 

OCR prA Omnicare Trust I 7E LaB
 

OCR prB Omicare Trust II 7E LaB
 

PBG Pepsi Bottling Group Inc. 7E LaB
 

WXS Wright Express Corp. 7E LaB
 

ATU Actuant Corp. 8H LaB
 

CI Cigna Corp. 8H LaB
 

IEX Idex Corp. 8H LaB
 

MLR Miller Industries Inc. 8H LaB
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RYL Ryland Group 8H LaB
 

TGX Theragenics Corp. 8H LaB
 

VAR Varian Medical Systems Inc. 8H LaB
 

WCI WCI Communities Inc. 8H LaB
 

BNE Bowne & Co. Inc. 8L SIG
 

SLR Solectron Corp. 8L SIG
 

MKL Markel Corp. Hldg Co. 8L SIG
 

WDC Western Digital Corp. 8L SIG
 

REV Revlon Inc. 8L SIG
 

ESE ESCO Technologies Inc. 8O SIG
 

GKK Gramercy Capital Corp. 8O SIG
 

IHP IHOP Corp. 8O SIG
 

LXK LEXMARK International Inc. 8O SIG
 

SLG SL Green Realty 8O SIG
 

SLG prC SL Green Realty 8O SIG
 

SLG prD SL Green Realty 8O SIG
 

TYL Tyler Technologies 8O SIG
 

UNF Unifirst 8O SIG
 

AGP Amerigroup Corporation 9J LaB
 

EMR Emerson Electric 9J LaB
 

ENZ Enzo Biochem 9J LaB
 

HXL Hexcel Corp. 9J LaB
 

WFC Wells Fargo & Company 9J LaB
 

NSC Norfolk Southern Corp. 10E VDM
 

TOO Too Inc. 10E VDM
 

HPQ Hewlett Packard Co. 10H VDM
 

CDE Coeur D Alene Mines Corp. 10J VDM
 

KSS Kohls Corp. 10K VDM
 

PAY Verifone Hldgs. 10M VDM
 

FLO Flowers Foods Inc. 10N VDM
 

WEN Wendy's Intl Inc. 10 0 VDM
 

DLM Del Monte Foods Co. 10 0 VDM
 

CD Cendant Corp. 10T VDM
 

VMI Valmont Inds. Inc 10U VDM
 

CDI CDI Corp. 10U VDM
 

LAB LaBranche & Co. Inc. 11E VDM
 

TIF Tiffany & Co. 11H VDM
 

DIS Walt Disney Co. 11J VDM
 

PXD Pioneer Natural Resources 11O VDM
 

DUK Duke Energy Corp. 11Q VDM
 

CAG ConAgra Foods 11S VDM
 

PHM Pulte Homes Inc. 11D VDM
 

RT Ryerson Tull Inc. 12F BofA Specs
 

TG Tredegar Corp. 12F BofA Specs
 

TRU Torch Energy Royalty Trust 12F BofA Specs
 

WPZ Williams Partners LTD 12F BofA Specs
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SRT Startek Inc. 12F BofA Specs
 

DBD Diebold Inc. 12F BofA Specs
 

OLN Olin Corp. 12F BofA Specs
 

WMB Wiliams Cos. Inc. 12F BofA Specs
 

AN Autonation, Inc. 13C BofA Specs
 

NOV National Oilwell Varco Inc. 13C BofA Specs
 

GRP Grant Prideco, Inc. 13C BofA Specs
 

AES AES Corp. 13C BofA Specs
 

BKS Barnes & Noble Inc. 13C BofA Specs
 

SWK Stanley Works 13C BofA Specs
 

GCA Global Cash Access Hlds. 14M BofA Specs
 

KSU Kansas City Southern 14M BofA Specs
 

CSA Cogdell Spencer, Inc. 14M BofA Specs
 

RRI Reliant Energy Inc. 14M BofA Specs
 

CNP Centerpoint Energy, Inc. 14M BofA Specs
 

CME Chicago Mercantile Ex Hldgs. 14M BofA Specs
 

ACS Affiliated Computer Svcs. 18B Bear
 

ARB Arbitron Inc. 18B Bear
 

BDY Bradley Pharmaceuticals, Inc. 18B Bear
 

MER Merrill Lynch & Co. Inc. 18B Bear
 

PKX POSCO 18B Bear
 

HAR Harmon Int'l. Inds Inc. 19N Bear
 

IR Ingersoll-Rand Co. LTD 19N Bear
 

MMR McMoran Exploration 19N Bear
 

PG Procter & Gamble Co. 19N Bear
 

CAN CNA Financial Corp. 20D Bear
 

FCX Freeport McMoran Cop & Gold 20D Bear
 

HON Honeywell Intl Inc. 20D Bear
 

MLI Muellor Inds. Inc. 20D Bear
 

PKE Park Electro Chemical Corp. 20D Bear
 

SUR CNA Surety Corp. 20D Bear
 

AA Alcoa Inc. 20L Bear
 

CKH Seacor Holdings 20L Bear
 

NVT Navteq Corp. 20L Bear
 

SGR Shaw Group Inc. 20L Bear
 

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release No. 51808 (June 9, 2005), 17 CFR Parts 200, 201, 230, 240, 242,
249 and 270.

2  Exchange Rule 123(e) (Records of Orders) requires that all orders in any security traded on the
Exchange be entered into an electronic system ("Front-End Systemic Capture" or "FESC") before they
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can be represented in the Exchange market. See Info Memos 99-38 (July 30, 1999), 00-23 (Sept. 22,
2000), 01-03 (Feb. 1, 2001), and 01-14 (June 25, 2001).

3  "G" orders refer to proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities
Exchange Act of 1934, 15 U.S.C. 78k(a)(1)(G). E-Quotes relating to "G" orders are also referred to as
"G-Quotes."

4  Please note that some CAP Order Conversions require Floor Governor approval at a minimum. In these
instances, evidence of Floor Official Approval would not be sufficient to comply with the rule.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 05-97

Click to open document in a browser

December 13, 2005

   ATTENTION: TRADING DESKS, ORDER ROOMS, COMPLIANCE DIRECTORS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Expiration Friday - Decemeber 16, 2005 - Rule 123C

IMPORTANT

December 16, 2005 will be a quarterly Expiration Friday for stock and index options and stock and index
futures products, whose settlement pricing is based upon Exchange opening or closing prices on that day. In
addition, on that day, Standard & Poor's (“S&P”) will effect a quarterly share rebalance of the S&P 500, S&P
MidCap 400 and S&P SmallCap 600 indices.

This Information Memorandum is being distributed to remind members and member organizations of certain
rules and policies of the Exchange with respect to market-onclose/limit-on-close (“MOC/LOC”) order entry
and imbalance publication procedures.

S&P Quarterly Rebalance

On December 16, 2005, S&P will again effect a quarterly share rebalancing of the S&P 500, the S&P
MidCap 400 and S&P SmallCap 600 indices. Details concerning these will be posted on S&P's website
(www.standardandpoors.com).

Market-On-Close/Limit-On-Close Order Entry Procedures

Members and member organizations are strongly urged to carefully review their procedures for entering
MOC and LOC orders. In this regard, such orders should be entered with the specialist as early in the day
as feasible. This will provide an opportunity for specialists to better ascertain possible order imbalances
that might exist at the close, and to disseminate that information. Consequently, efforts can be made more
effectively to contact potential offsetting interest which could mitigate any existing imbalance.

Index arbitrageurs are reminded that MOC/LOC orders relating to expiring derivative instruments whose
settlement pricing is based upon NYSE closing prices may not be entered after 3:40 p.m., even if such orders
might offset MOC imbalances published on the tape after 3:40 p.m.

Market-On-Close/Limit-On-Close Imbalance Publication Procedures

a. Informational MOC imbalance publications between 3:00 p.m. and 3:40 p.m.

In view of possible greater than normal volume on December 16, 2005, specialists should disseminate MOC
imbalances as early as possible. Between 3:00 p.m. and 3:40 p.m., specialists are encouraged to publish
informational MOC imbalances of any size that could cause significant price dislocation at the close. These
publications are informational only and do not limit MOC/LOC order entry or cancellation before 3:40 p.m.
Pursuant to Rule 123C, publication of informational imbalances requires Floor Official approval.

Members and member organizations are reminded that under Rule 123C, publication of informational
imbalances between 3:00 p.m. and 3:40 p.m. are to be updated as soon as practicable after 3:40 p.m.

b. Required MOC imbalance publications at 3:40 p.m. and 3:50 p.m.
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As soon as practicable after 3:40 p.m., the specialist must publish any imbalance of 50,000 shares or more,
regardless of whether an informational imbalance was published. In addition, any specialist who published an
informational imbalance of any size must publish an update, indicating either the current imbalance or a “no
imbalance” situation as soon as practicable after 3:40 p.m. In situations where the specialist did not publish
an imbalance or a “no imbalance” notification at 3:40 p.m., but an order imbalance occurred after 3:40 p.m.,
the specialist may publish such imbalance at 3:50p.m. in a manner consistent with the requirements set forth
in Rule 123C and this memorandum.

As soon as practicable after 3:50 p.m., specialists must update imbalances published at 3:40 p.m. or
indicate “no imbalance”. If the specialist reported “no imbalance” at 3:40 p.m., the specialist must publish any
significant imbalance or any imbalance of 50,000 shares or more as soon as practicable after 3:50 p.m.

c. Recommended MOC imbalance publications

Specialists are encouraged to publish MOC imbalances of fewer than 50,000 shares that could cause
significant price dislocation at the close. With respect to such imbalance publications at either 3:40 p.m. or
3:50 p.m., specialists are expected to obtain Floor Official approval prior to publication if possible.

Adequacy of operations and supervisory staff

Specialists should ensure that both operational and supervisory staffing are sufficient to monitor and process
all orders, regardless of the form in which they are received, as well as to handle the increased workload.
Specialists should seek the advice of a Floor Official for unusual situations as early as possible.

See Rule 123C for further discussion of procedures for MOC and LOC orders.

Expiration Day Opening Imbalance Publication

Exchange Rule 123C has been amended to eliminate the publication of market order imbalances of 50,000
shares or more in all stocks via the low-speed ticker and the news services. This provision was eliminated
because, on occasion, the practice of publishing only pre-opening market order imbalances prompted
concerns from some market participants that the information might be misleading, since the imbalances
disseminated may not show the true imbalance situation in a stock. This was of special concern in those
stocks that are part of an expiring index whose settlement is based on NYSE opening prices, since limit
orders are not included in the imbalance publication. As a result, the Exchange eliminated these publications.

The Exchange will, however, continue to utilize its pre-opening procedures with respect to price indications
in situations where the opening price would be affected by an imbalance of buy and sell orders, both market
and limit orders, in a security. These procedures, as set forth in Rule 123D (“Openings and Halts in Trading”),
provide ample notification to the marketplace through multiple price indications if necessary under the
supervision of a Floor Official.

In addition, Intermarket Trading System procedures contained in NYSE Rule 15 (ITS and Pre-Opening
Applications) require pre-opening price notifications if the opening price of a stock is anticipated to be more
than .10 of a point from a composite last sale under $15 or more than .25 of a point from a composite last
sale of $15 or higher.

These procedures set forth in Rule 123D and Rule 15 have proven effective in providing adequate and useful
information to the marketplace in situations involving price changes based on order imbalances and the
Exchange believes they will continue to do so.

Due Diligence Requirements and Compliance Procedures

Consistent with the requirements of Exchange Rule 405, before any at-the-close order is transmitted to the
Floor, the member or member organization accepting the order must exercise due diligence to learn the
essential facts relative to the order, including the purpose and propriety of the at-the-close instruction. In
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addition, an imbalance of orders at or near the close, caused in part by the entry of such orders, could lead to
trading being halted in the security and such orders not receiving an execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep
in mind the requirements of Exchange Rule 97 regarding member trading. Firms should review procedures
utilized in connection with orders to be executed at or near the close with their traders and other order entry
personnel. Firms should also review systemic order entry functions (e.g., algorithms or “smart servers”) for
compliance with the provisions of this Information Memorandum. Firms should also review the provisions of
Information Memo No. 95-28 (July 10, 1995) (see Attachment A), which discussed trading near the close and
trading activity that would constitute violations of Exchange Rules as well as federal securities laws.

In that connection, firms are reminded that where a firm has committed to purchase from (sell to) a customer
an order at a price that is derived from the closing price (e.g., VWAP and MOC orders), reserving a significant
position of its hedging or covering transaction to be executed at or near the close, it must operate with
substantial care. If the transaction is completed in a manner that does not effectively place the firm at market
risk or if the transaction does not provide an opportunity for possible contra side interest to develop and/or
react to the activity, it would raise manipulative concerns and would operate as conduct inconsistent with just
and equitable principles of trade. This could occur if a firm's trader or firm's “smart server” entered a single or
multiple orders into the market at or near the close.

In addition, members and member organizations should review other applicable SEC and New York Stock
Exchange regulations, such as Section 9(a)(2) of the Securities Exchange Act and Rules 10a-1, 10b-5, as
well as the margin and capital rules. Firms must ensure that they have adequate policies and procedures in
place to detect, deter, and prevent such potentially violative conduct.

Questions concerning this memorandum may be addressed to the following persons in the Market
Surveillance Division:

Rohan Prashad, Director, Member Trading and Audit Trail at (212) 656-6772

Patrick Giraldi, Director, On Floor Surveillance Unit at (212) 656-6804

Margo Hassan, Director, Member Trading and Audit Trail at (212) 656-2282

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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December 12, 2005

   ATTENTION: CHIEF EXECUTIVE OFFICER AND MANAGING PARTNER, CHIEF FINANCIAL OFFICER,
CHIEF OPERATIONS OFFICER, AND CHIEF COMPLIANCE OFFICER

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: RULE 460.25 - SPECIALIST BUSINESS TRANSACTIONS WITH AN ETF SPONSOR

Rule 460.10, in part, restricts a specialist or his member organization or any other member, allied member or
approved person in such member organization or officer or employee thereof, from engaging in:

“any business transaction (including loans, etc.) with any company in whose stock the specialist is
registered….This prohibition on business transactions shall not apply, however, to the receipt of routine
business services, goods, materials, or insurance, on terms that would be generally available.”

The rule is intended to ensure that specialists and their affiliates do not enter into a control relationship with
an issuer in whose security the specialist is registered such that the specialist's or affiliate's status may create
conflicts of interest with respect to the specialist's affirmative and negative obligations to maintain a fair and
orderly market in the security.

Currently, Rule 460.20 provides an exemption from Rule 460.10 to an approved person entitled to a Rule
98 exemption with respect to business transactions with issuers. The Exchange has added an exemption
in a new section, 460.25, from the restriction on business transactions between a specialist or his member
organization or any other member, allied member or approved person in such member organization or officer
or employee thereof and the sponsor of any Exchange Traded Funds (“ETFs”) the specialist is registered
in. For purposes of the Rule, Investment Company Units (defined in paragraph 703.16 of the Exchange's
Listed Company Manual), Trust Issued Receipts, such as HOLDRs, (defined in NYSE Rule 1200), and
derivative instruments based on one or more securities, currencies or commodities are collectively referred to
as Exchange-Traded Funds or “ETFs”.

Amended Rule 460.25 rule allows business transactions between a specialist or his member organization or
any other member, allied member or approved person in such member organization or officer or employee
thereof and the sponsor of the ETF. Generally, the sponsor of an ETF is responsible for establishing the trust
that issues the ETF shares, the registration of the ETF shares with the Securities and Exchange Commission
and the filing of required periodic reports. The trustee is responsible for the day-to-day administration
of the trust, including keeping the trust's operational records. While the Sponsor generally oversees the
performance of the trustee and the trust's principal service providers, it does not exercise day-to-day
oversight over the trustee or such service providers.

The amended rule provides that any fee or other compensation paid in connection with the business
transaction to a specialist or his member organization or any other member, allied member or approved
person in such member organization or officer or employee thereof not have any relationship to the trading
price or daily trading volume of the ETF. This will further diminish any potential ability for a specialist or his
member organization or any other member, allied member or approved person in such member organization
or officer or employee thereof to unduly influence trading for its own benefit and from faithfully fulfilling its
specialist obligations in maintaining fair and orderly markets. It is also designed to prevent the ETF sponsor
from unduly influencing its specialist or his member organization or any other member, allied member or
approved person in such member organization or officer or employee thereof.

Finally, a specialist or his member organization or any other member, allied member or approved person
in such member organization or officer or employee thereof must notify and provide a full description to the
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Exchange of any business transaction or relationship, except those of a routine and generally available nature
as described in Rule 460.10, it may have with any sponsor of an ETF that it is registered as specialist in.

Rule 460 as amended is attached as Exhibit A.

Questions concerning this memorandum may be addressed to Donald Siemer, Director, Market Surveillance,
at 212-656-6940 or David Matta, Principal Rule Counsel, Market Surveillance, at 212-656-4717.

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

EXHIBIT A

Additions underscored

Deletions [in brackets]

Rule 460. Specialists Participating in Contests

(a) No member or his member organization or any other member, allied member, or approved person or
officer or employee of the member organization shall participate in a proxy contest or a company if such
member specializes in the stock of that company. Specialists as Directors

(b) No member or his member organization or any other member, allied member, or approved person in such
member organization or officer or employee of the member organization shall be a director of a company if
such member specializes in the stock of that company.

• • • Supplementary Material: 

.10 Control relationships—Business transactions—Finder's Fees—No specialist or his member
organization or any other member, allied member or approved person in such member organization or
officer or employee thereof, individually or in the aggregate shall acquire directly or indirectly the beneficial
ownership of more than 10% of the outstanding shares of any equity security in which the specialist is
registered, unless such security is (i) a convertible or derivative security, American Depositary Receipt, Global
Depositary Receipt, or similar instrument, the conversion of which into common stock of the issuer would
not result in a position in the common stock exceeding the 10% threshold; (ii) an investment company unit
or Trust Issued Receipt, the redemption of which would not result in a position, directly or indirectly, in any
equity security in which the specialist is registered exceeding the 10% threshold; or (iii) a security such as a
currency warrant which trades in relationship to the value of that underlying currency or a security such as an
index warrant which trades in relationship to the value of that underlying index. With respect to the securities
specified in (iii), the specialist must obtain the permission of the Exchange to exceed the 10% threshold,
and in no event may the specialist acquire directly or indirectly the beneficial ownership of more than 25% of
the issue. This provision applies regardless of whether the beneficial ownership is acquired for investment,
trading, or any other purpose. If the beneficial ownership of any or all of such persons reaches or exceeds 5%
of the outstanding shares of any such security, the specialist or his organization shall promptly report this fact
to the Market Surveillance Division. Any such person shall, at the request of the Market Surveillance Division,
promptly take appropriate action either to dispose of such beneficial ownership or reduce or eliminate his
interest in the specialist organization, as may be acceptable to the Exchange. No specialist or his member
organization or any other member, allied member or approved person in such member organization or officer
or employee thereof shall engage in any business transaction (including loans, etc.) with any company in
whose stock the specialist is registered, or accept a finder's fee from such company; provided, however,
that a specialist registered in a security issued by an investment company may purchase and redeem the
listed security, or securities that can be subdivided or converted into the listed security, from the issuer as
appropriate to facilitate the maintenance of a fair and orderly market in the subject security. This prohibition
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on business transactions shall not apply, however, to the receipt of routine business services, goods,
materials, or insurance, on terms that would be generally available.

.11 Definition of an Investment Company Unit— The term “Investment Company Unit” in paragraph .10
above shall be the same as that in Section 703.16 of the Listed Company Manual.

.12 Definition of a Trust Issued Receipt—The term “Trust Issued Receipt” in paragraph .10 above shall be
the same as that in Rule 1200.

.20 The restrictions in paragraphs (a) and .10 above shall not apply, except as provided herein, to an
approved person entitled to an exemption from this Rule pursuant to Rule 98. The restriction on acquisition of
10% or more of the outstanding shares of any equity security in which an associated specialist is registered,
as provided in Rule 460.10, shall apply to such approved person separate and distinct from the restriction as
applied to any or all other persons specified in Rule 460.10, and positions of the approved person shall not be
aggregated with the positions of any one or more other persons specified in Rule 460.10. The same principle
applies with respect to the reporting of positions specified in Rule 460.10. An approved person entitled to an
exemption from this Rule may engage in business transactions with a company in whose stock an associated
specialist is registered, may accept a finder's fee from such company, and may act as an underwriter in any
capacity for a distribution of securities issued by such company.

.25 The restrictions in paragraph .10 above relating to business transactions between a specialist or his
member organization or any other member, allied member or approved person in such member organization
or officer or employee thereof shall not apply to Investment Company Units (as defined in paragraph 703.16
of the Exchange's Listed Company Manual), Trust Issued Receipts (defined in NYSE Rule 1200),and
derivative instruments based on one or more securities, currencies or commodities (collectively referred to as
Exchange-Traded Funds or “ETFs”), if the following conditions are met:

(i) the specialist or his member organization or any other member, allied member or approved person
in such member organization or officer or employee thereof only enters into [a] the business transaction
with the sponsor of the ETF and the sponsor is not involved in the day-to-day administration of the
ETF; and

(ii) any fee or other compensation in connection with the business transaction paid to the specialist or
his member organization or any other member, allied member or approved person in such member
organization or officer or employee thereof must not be dependent on the trading price or daily trading
volume of the ETF; and

(iii) the specialist or his member organization or any other member, allied member or approved person
in such member organization or officer or employee thereof must notify and provide a full description
to the Exchange of any business transaction or relationship, except those of a routine and generally
available nature as described in paragraph .10 above, it may have with any sponsor of an ETF that he
or it is registered as specialist in.

* * * * *

(Remainder of rule unchanged.)

Copyright 2019, NYSE Group, Inc. All rights reserved.
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December 9, 2005

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Addition of Rule 103.12 to the List of Minor Rule Violations under Rule 476A

The Securities and Exchange Commission has approved the request of the New York Stock Exchange, Inc.
(the “Exchange”) to amend Rule 476A, “List of Exchange Rule Violations and Fines” to include Rule 103.12.
Effective as of October 9, 2005, Rule 103.12 requires specialists and specialist organizations to record and
report the actual time individuals spend working in their capacity as a specialist or specialist clerk while on the
Floor of the Exchange in their firm’s own records and in IDTrackSM.

Members are advised that effective immediately, failure to comply with Rule 103.12 may subject the
specialists, specialist organizations and specialist clerks who do not comply with Rule 103.12 to the
imposition of a fine, pursuant to Exchange Rule 476A, or other discipline in accordance with Exchange Rules
as appropriate.

Questions concerning this memo may be directed to Donald Siemer, Director, Market Surveillance, at (212)
656-6940.

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.
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December 9, 2005

   ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Trading of Euro Currency Trust Shares and Rules 1300A and 1301A

Trading in a new product, the Euro Currency Trust (symbol: FXE) (the “Shares”), will begin on the NYSE on
Monday, December 12, 2005.

The purpose of this memorandum is to outline various rules and policies that will be applicable to trading in
this new product, including certain exemptive, interpretive and no-action positions taken by the Securities
and Exchange Commission (“SEC”), as well as to highlight the characteristics and risk of the Shares. For a
more complete description of the Euro Currency Trust (the “Trust”), the Shares and the euro market, visit the
Trust's website, www.currencyshares.com, or consult the Trust's prospectus.

Rydex Specialized Products LLC is the sponsor of the Trust (“Sponsor”), The Bank of New York is the
trustee of the Trust (“Trustee”), JPMorgan Chase Bank, N.A., London Branch, is the depository for the
Trust (“Depository”), and Rydex Distributors, Inc. is the distributor for the Trust (“Distributor”). The Sponsor,
Trustee, Depository and Distributor are not affiliated with the Exchange or one another, with the exception
that the Sponsor and Distributor are affiliated.

According to the Trust's Registration Statement, the investment objective of the Trust is for the Shares to
reflect the price of the euro.

Description of the Trust

According to the Registration Statement, the Trust will be formed under the laws of the State of New York
as of the date the Sponsor and the Trustee sign the Depositary Trust Agreement and the Initial Purchaser
makes the initial deposit for the issuance of three Baskets. A Basket is a block of 50,000 Shares. Each Share
represents 100 euro and the value of the Shares outstanding at the start of trading will be approximately
15 million euro. The Trust holds euro and is expected from time to time to issue Baskets in exchange for
deposits of euro and to distribute euro in connection with redemptions of Baskets. The Shares represent
units of fractional undivided beneficial interest in, and ownership of, the Trust. The Trust is not managed
like a business corporation or an active investment vehicle. The euro held by the Trust will only be sold (1)
if needed to pay Trust expenses, (2) in the event the Trust terminates and liquidates its assets or (3) as
otherwise required by law or regulation. The sale of euro by the Trust is a taxable event to Shareholders.

According to the Registration Statement, the Trust is not registered as an investment company under the
Investment Company Act and is not required to register under such Act. The Trust creates and redeems
Shares from time to time, but only in whole Baskets. The number of Shares outstanding is expected to
increase and decrease from time to time as a result of the creation and redemption of Baskets. Authorized
Participants pay for Baskets with euro. Shareholders pay for Shares with U.S. dollars.

The creation and redemption of Baskets requires the delivery to the Trust or the distribution by the Trust
of the amount of euro represented by the Baskets being created or redeemed. This amount is based on
the combined NAV per Share of the number of Shares included in the Baskets being created or redeemed.
Baskets may be created or redeemed only by Authorized Participants, which pay a transaction fee of $500 for
each order to create or redeem Baskets (which order may include multiple baskets). The transaction fee may
be reduced or, with the consent of the Sponsor, increased. The Trustee shall notify DTC of any agreement
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to change the transaction fee and will not implement any increase in the fee for the redemption of Baskets
until thirty days after the date of the notice. Authorized Participants may sell to other investors all or part of the
Shares included in the Baskets that they purchase from the Trust.

The Trustee determines the NAV of the Trust. In doing so, the Trustee values the euro held by the Trust
on the basis of the Noon Buying Rate, which is the USD/euro exchange rate as determined by the Federal
Reserve Bank of New York as of 12:00 p.m. (New York time) on each day that the NYSE is open for regular
trading. If, on a particular Evaluation Day, the Noon Buying Rate has not been determined and announced
by 2:00 p.m. (New York time), then the most recent Federal Reserve Bank of New York determination of
the Noon Buying Rate shall be used to determine the NAV of the Trust unless the Trustee, in consultation
with the Sponsor, determines that such price is inappropriate to use as the basis for such valuation. In the
event that the Trustee and the Sponsor determine that the most recent Federal Reserve Bank of New York
determination of the Noon Buying Rate is not an appropriate basis for valuation of the Trust's euro, they
shall determine an alternative basis for such evaluation to be employed by the Trustee. The Trustee also
determines the NAV per Share, which equals the NAV of the Trust divided by the number of outstanding
Shares.

The Trustee will calculate, and the Sponsor will publish, the Trust's NAV each business day. To calculate the
NAV, the Trustee will subtract the Sponsor's accrued fee for the current day from the euro held by the Trust
(including all unpaid interest accrued through the immediately preceding day) and calculate the value of the
euro in dollars based upon the Noon Buying Rate.

The Trust's assets will consist only of euro on demand deposit in a euro-denominated, interestbearing
account at JPMorgan Chase, London Branch. The Trust will not hold any derivative products. Each Share
represents a proportional interest, based on the total number of Shares outstanding, in the euro owned by the
Trust, less the estimated accrued but unpaid expenses (both asset-based and non-asset based) of the Trust.
The Sponsor expects that the price of a Share will fluctuate in response to fluctuations in the price of the euro
and that the price of a Share will reflect accumulated interest as well as the estimated accrued but unpaid
expenses of the Trust.

Investors may obtain, 24 hours a day, foreign exchange pricing information based on the spot price of euro
from various financial information service providers. Current spot prices are also generally available with
bid/ask spreads from foreign exchange dealers. In addition, the Trust's website, www.currencyshares.com,
will provide ongoing pricing information for euro spot prices and the Shares. Market prices for the Shares
are available from a variety of sources, including brokerage firms, financial information websites and other
information service providers. One such website is hosted by Bloomberg, http://www.bloomberg.com/markets/
currencies/eurafr_currencies.html, and it regularly reports current foreign exchange pricing information. The
NAV of the Trust is published by the Sponsor on each day that the NYSE is open for regular trading and will
be posted on the Trust's website.

The Trust will terminate upon the occurrence of any of the termination events listed in the Depositary Trust
Agreement and will otherwise terminate on a specified date in 2045.

Risk Factors to Investing in the Shares

An investment in the Shares carries certain risks. The following risk factors are taken from and discussed in
more detail in the Registration Statement.

• The value of the Shares relates directly to the value of the euro held by the Trust. Fluctuations in the
price of the euro could materially and adversely affect the value of the Shares.

• The USD/euro exchange rate, like foreign exchange rates in general, can be volatile and difficult to
predict. This volatility could materially and adversely affect the performance of the Shares.

• The Deposit Account is not entitled to payment at any office of JP Morgan Chase Bank, N.A. located
in the United States.
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• Shareholders will not have the protections associated with ownership of a demand deposit account
insured in the United States by the Federal Deposit Insurance Corporation nor the protection provided
under English law.

• Euro held in the Deposit Account will not be segregated from the Depository's assets. If the
Depository becomes insolvent, then its assets might not be adequate to satisfy a claim by the Trust
or any Authorized Participant. In addition, in the event of the insolvency of the Depository or the U.S.
Bank of which it is a branch, there may be a delay and costs incurred in identifying the euro held in the
Deposit Account.

• The Shares are a new securities product. Their value could decrease if unanticipated operational or
trading problems were to arise.

• Shareholders will not have the protections associated with ownership of shares in an investment
company registered under the Investment Company Act of 1940.

• Shareholders will not have the rights enjoyed by investors in certain other financial instruments.

• The Shares may trade at a price which is at, above, or below the NAV per Share.

• The interest rate earned by the Trust, although competitive, may not be the best rate available. If the
Sponsor determines that the interest rate is inadequate, then its sole recourse will be to remove the
Depositary and terminate the Deposit Account.

• The possible sale of euro by the Trust to pay expenses, if required, will reduce the amount of euro
represented by each Share on an ongoing basis regardless of whether the price of a Share rises or
falls in response to changes in the price of the euro.

• The sale of the Trust's deposited euro, if necessary, to pay expenses at a time when the price of the
euro is relatively low could adversely affect the value of the Shares.

• The Depository owes no fiduciary duties to the Trust or the Shareholders, is not required to act in their
best interest and could resign or be removed by the Sponsor, triggering early termination of the Trust.

• The Trust may be required to terminate and liquidate at a time disadvantageous to Shareholders.

• Redemption orders are subject to rejection by the Trustee under certain circumstances.

• Substantial sales of euro by the official sector could adversely affect an investment in the Shares.

• Shareholders that are not Authorized Participants may only purchase or sell their Shares in
secondary trading markets.

• The liability of the Sponsor and the Trustee under the Depositary Trust Agreement is limited; and,
except as set forth in the Depositary Trust Agreement, they are not obligated to prosecute any action,
suit or other proceeding in respect to any Trust property.

• The Depositary Trust Agreement may be amended to the detriment of Shareholders without their
consent.

• The License Agreement with the Bank of New York may be terminated by the Bank of New York in
the event of a material breach by the Sponsor. Termination of the License Agreement might lead to
early termination and liquidation of the Trust.

Availability of Information Regarding Euro Prices

Currently, the Consolidated Tape Plan does not provide for dissemination of the spot price of a foreign
currency, such as euro, over the Consolidated Tape. However, there will be disseminated over the
Consolidated Tape the last sale price for the Shares, as is the case for all equity securities traded on the
Exchange (including exchange-traded funds). In addition, there is a considerable amount of euro price and
euro market information available on public websites and through professional and subscription services.
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As is the case with equity securities generally and exchange-traded funds specifically, in most instances,
real-time information is only available for a fee, and information available free of charge is subject to delay
(typically, 15 to 20 minutes).

Investors may obtain on a 24-hour basis euro pricing information based on the euro spot price from various
financial information service providers Complete real-time data for euro futures and options prices traded on
the CME and Phlx are also available by subscription from information service providers. The CME and Phlx
also provide delayed futures and options information on current and past trading sessions and market news
free of charge on their respective websites.

There are a variety of other public websites providing information on foreign currency and euro, including
Bloomberg, http://www.bloomberg.com/markets/currencies/eurafr_currencies.html. Other service providers
include CBS Market Watch (www.marketwatch.com/tools/stockresearch/globalmarkets) and Yahoo! Finance
(www.finance.yahoo.com/currency). Many of these sites offer price quotations drawn from other published
sources, and as the information is supplied free of charge, it generally is subject to time delays. Like bond
securities traded in the OTC market with respect to which pricing information is available directly from bond
dealers, current euro spot prices are also generally available with bid/ask spreads from foreign currency
dealers.

In addition, the Trust's website will provide the following information: (1) the euro spot price, including the
bid and offer and the midpoint between the bid and offer for the euro spot price, updated every 5 to 10
seconds which is an essentially real-time basis; (2) an intraday indicative value (“IIV”) per share for the
Shares calculated by multiplying the indicative spot price of euro by the quantity of euro backing each Share,
on a 5 to 10 second delay basis, (3) a delayed indicative value (subject to a 20 minute delay), which is
used for calculating premium/discount information; (4) premium/discount information, calculated on a 20
minute delayed basis; (5) the NAV of the Trust as calculated each business day by the Sponsor; (6) accrued
interest per Share; (7) the daily Federal Reserve Bank of New York Noon Buying Rate; (8) the Basket Euro
Amount and (9) the last sale price (under symbol FXE) of the Shares as traded in the US market, subject
to a 20-minute delay, as it is provided free of charge. The Exchange will provide on its own public website
(www.nyse.com) a link to the Trust's website.

Exchange Rules Applicable to the Trading of the Shares

The Shares are considered “securities” under Exchange Rule 3 and are subject to all applicable trading rules.

The Exchange has adopted new Rule 1300A (“Currency Trust Shares”) to deal with issues related to
the trading of the Shares. Specifically, pursuant to Rule 1300A, the Shares will be treated the same as
Investment Company Units (as defined in Exchange Rule 1100 and Section 703.16 of the Listed Company
Manual) for purposes of:

• Rule 13 (“Definitions of Orders”),

• Rule 36.30 (“Communications Between Exchange and Members' Offices”),

• Rule 98 (“Restrictions on Approved Person Associated with a Specialist's Member Organization”),

• Rule 104 (“Dealings by Specialists”),

• Rule 105(m) (“Guidelines for Specialists' Specialty Stock Option Transactions Pursuant to Rule 105”),

• Rule 123(e) (“Record of Orders - System Entry Required”) and (f) and “Record of Orders - Reports of
Order Executions”),

• Rules 132B and 132C (“Order Tracking System”),

• Rule 460.10 (“Specialists Participating in Contests”),

• Rule 1002 (NYSE Direct+: “Availability of Automatic Feature”), and

• Rule 1005 (NYSE Direct+: “Orders may not be Broken into Smaller Accounts”).
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When these Rules discuss Investment Company Units, references to the word “index” (or derivative or similar
words) will be deemed to be references to the “euro spot price” and references to the word “security” (or
derivative or similar words) will be deemed to be references to the “Currency Trust.” The Shares are not
exempt from Exchange Rules 123C (“Market-on-Close/Limit-on-Close Policy”) and 123D (“Pre-Opening Price
Indications Policy”).

The Exchange has also adopted new Rule 1301A (“Currency Trust Shares: Securities Accounts and Orders
of Specialists”) to ensure that specialists handling the Shares provide the Exchange with all necessary
information relating to their trading in the euro (or applicable foreign currency) and futures and options
contracts thereon.

Hours of Trading

Trading in the Shares will be until 4:15 p.m.

Exemptive, Interpretive and No-Action Relief Under Federal Securities Regulations and NYSE Rules

The SEC has issued exemptive, interpretive and no-action relief from certain provisions of and rules under
the Securities Exchange Act of 1934, as amended (the “Exchange Act”), regarding trading in the Shares,
which is summarized below. As this is only a summary of the relief granted by the SEC, the Exchange also
advises interested members to consult the Letter, dated December 5, 2005 from James A. Brigagliano, Esq.,
Assistant Director, Division of Market Regulation, to George T. Simon, Foley and Lardner, for more complete
information regarding the trading practices relief granted by the SEC. In addition, the Exchange has taken an
interpretive position with respect to its short sale rule.

Short Sale Rules. Transactions in the Shares will not be subject to “tick” requirements of the short sale rule of
the Commission (Rule 10a-1) or the Exchange (Rule 440B). Short orders must be marked SHORT or SHORT
EXEMPT.

Rule 200(g) of Regulation SHO- The SEC Division of Market Regulation has stated that the Division will
not recommend enforcement action under Rule 200(g) of Regulation SHO if a broker-dealer marks “short”
rather than “short exempt” a short sale effected in the Funds pursuant to the exemptions from the price test of
Rule 10a-1 that have been granted, subject to specified conditions, including that a broker-dealer executing
exempt short sales will mark such sales as “short” and in no event will such sales be marked “long”. (See
letter from James A. Brigagliano, Assistant Director, Division of Market Regulation, SEC, to Ira Hammerman,
Senior Vice President and General Counsel, Securities Industry Association, dated January 3, 2005.)

Regulation M Exemptions. Generally, Rules 101 and 102 of Regulation M is an antimanipulation regulation
that, subject to certain exemptions, prohibits a “distribution participant” and the issuer or selling security
holder, in connection with a distribution of securities, from bidding for, purchasing, or attempting to induce
any person to bid for or purchase, any security which is the subject of a distribution until after the applicable
restricted period, except as specifically permitted in Regulation M. The provisions of the Rules apply to
underwriters, prospective underwriters, brokers, dealers, and other persons who have agreed to participate
or are participating in a distribution of securities, and affiliated purchasers of such persons. The SEC has
granted an exemption from paragraph (d) of Rule 101 under Regulation M to permit persons who may be
deemed to be participating in a distribution of Shares to bid for or purchase Shares during their participation in
such distribution. The SEC also has granted an exemption from Rule 101 to permit the Distributor to publish
research during the applicable restricted period on the Trust's website.

Rule 102 of Regulation M prohibits issuers, selling security holders, or any affiliated purchaser of such person
from bidding for, purchasing, or attempting to induce any person to bid for or purchase a covered security
during the applicable restricted period in connection with a distribution of securities effected by or on behalf
of an issuer or selling security holder. Rule 100 of Regulation M defines “distribution” to mean any offering
of securities that is distinguished from ordinary trading transactions by the magnitude of the offering and the
presence of special selling efforts and selling methods. The SEC has granted an exemption from paragraph
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(e) of Rule 102 to permit the Trust and its affiliated purchasers to redeem Shares during the continuous
offering of the Shares.

Section 11(d)(1) of the Exchange Act; Exchange Act Rule 11d1-2. Section 11(d)(1) of the Exchange Act
generally prohibits a person who is both a broker and a dealer from effecting any transaction in which the
broker-dealer extends credit to a customer on any security which was part of a new issue in the distribution
of which he or she participated as a member of a selling syndicate or group within thirty days prior to such
transaction. The SEC has taken a no-action position under Section 11(d)(1) of the Exchange Act if broker-
dealers (other than the Distributor) that do not create or redeem Shares but engage in both proprietary and
customer transactions in Shares exclusively in the secondary market extend or maintain or arrange for the
extension or maintenance of credit on Shares in connection with such secondary market transactions.

The SEC has also taken a no-action position under Section 11(d)(1) of the Exchange Act that broker-dealers
(other than the Distributor) may treat Shares of the Trust, for purposes of Rule 11d1-2, as “securities issued
by a registered … open-end investment company as defined in the Investment Company Act” and thereby,
extend credit or maintain or arrange for the extension or maintenance of credit on the Shares that have
been owned by the persons to whom credit is provided for more than 30 days, in reliance on the exemption
contained in the rule.

The SEC has also taken a no-action position under Section 11(d) of the Exchange Act if an Authorized
Participant (“AP”) extends or maintains or arranges for the extension or maintenance of credit on Shares in
reliance on the class exemption granted in the Letter re: Derivative Products Committee of the Securities
Industry Association (“SIA”) (November 21, 2005), provided (1) that the AP does not receive from the Trust,
directly or indirectly, any payment, compensation or other economic incentive to promote or sell the Shares
to persons outside the Trust, other than non-cash compensation permitted under NASD Rule 2830(I)(5)
(A), (B), or (C); and (2) the AP does not extend, maintain or arrange for the extension or maintenance of
credit to or for a customer on Shares before thirty days from the start of trading in the Shares (except as
otherwise permitted pursuant to Rule 11d1-1). (See letter from Catherine McGuire, Chief Counsel, SEC
Division of Market Regulation, to SIA Derivative Products Committee, dated November 21, 2005, available on
www.sec.gov.)

Due Diligence

Before a member, member organization, allied member or employee thereof recommends a transaction in
the Shares, such person must exercise due diligence to learn the essential facts relative to the customer
pursuant to Exchange Rule 405, and must determine that the recommendation complies with all other
applicable Exchange and Federal rules and regulations. A person making such recommendation should have
a reasonable basis for believing, at the time of making the recommendation, that the customer has sufficient
knowledge and experience in financial matters that he or she may reasonably be expected to be capable of
evaluating the risks and any special characteristics of the recommended transaction, and is financially able to
bear the risks of the recommended transaction.

Trading Halts

In order to halt the trading of the Shares, the Exchange may consider, among other things, factors such as
the extent to which trading is not occurring in euro or whether other unusual conditions or circumstances
detrimental to the maintenance of a fair and orderly market are present. In addition, trading in Shares is
subject to trading halts caused by extraordinary market volatility pursuant to Exchange Rule 80B (“Circuit
Breaker”).

Prospectus Delivery

Members are advised to consult the section entitled “Plan of Distribution” in the Trust's prospectus with
respect to the prospectus-delivery requirements relating to the Shares.
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Surveillance

The Exchange's surveillance procedures applicable to equity securities will be used for the Shares.

Questions concerning the matters discussed in this Memorandum may be addressed as follows:

General Questions

James P. McGowan (212) 656-2490 (Competitive Position Group)

Michael Cavalier (212) 656-2474 (Office of the General Counsel)

Questions on:

Suitability

Steve Kasprzak (Member Firm Regulation) (212) 656-5226

Specialist Issues

Donald Siemer (Market Surveillance, Rule Development) (212) 656-6940

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 05-93

Click to open document in a browser

December 8, 2005

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS, MEMBER ORGANIZATIONS AND CHIEF OPERATING OFFICERS

SUBJECT: AMENDMENT TO DISCLOSURE REQUIREMENTS FOR INDIVIDUAL RESPONDENTS

The purpose of this Information Memo is to provide notice to the New York Stock Exchange Member and
Member Firm Community that the Division of Enforcement is revising its policy with respect to individual
respondents’ disclosure requirements. In particular, the Enforcement Division will no longer require individual
respondents to disclose the existence of an investigation on the Form U-4 (the Uniform Application For
Securities Industry Registration or Transfer) upon receipt of a jurisdiction letter. Rather, disclosure of the
investigation will take place after a “Wells” notice has been given or when Enforcement communicates its
intention to recommend disciplinary action.

The requirement to disclose New York Stock Exchange investigations on the Form U-4 is located in the
general instructions section of the Form U-4. In that section “Investigation” is presently defined to include,
among other things: (i) U.S. Securities and Exchange Commission investigations “after the ‘Wells’ notice has
been given;” (ii) NASD investigations “after the ‘Wells’ notice has been given or after a person associated
with a member, as defined in the NASD By-Laws, has been advised by the staff that it intends to recommend
formal disciplinary action;” and (iii) “formal investigations by other SROs.” The Exchange is requesting
a revision to the instructions to the Form U-4 to reflect the Exchange’s new policy regarding individual
respondents’ disclosure obligations. Because it may take some time to implement this change, jurisdiction
letters from the Enforcement Division will now state that receipt of the jurisdiction letter is not a reportable
event.

In addition, because the Form U-4 must now be updated to reflect the existence of an investigation either
at the “Wells” stage, or when Enforcement staff communicates its intent to recommend formal action, the
Enforcement Division will notify individual respondents when such circumstances occur, that they constitute
reportable events.

___________________________

Susan L. Merrill

Executive Vice President

Division of Enforcement

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 05-92

Click to open document in a browser

December 6, 2005

   ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER AND CHIEF FINANCIAL OFFICER/
PARTNER AND REGULATORY REPORTING DEPT.

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT:FEE RATE ADVISORY

Section 31(j)(1) 1   of the Securities Exchange Act of 1934 (the “Exchange Act”) 2   specifies that the
Securities and Exchange Commission (“SEC” or “Commission”) shall adjust the filing and securities
transaction fee rates on an annual basis, after consultation with the Congressional Budget Office (“CBO”) and
the Office of Management and Budget (“OMB”).

Annual Fee Rate Adjustment

Pursuant to SEC Press Release No. 2005-163, dated November 23, 2005 (Fee Rate Advisory #5 for Fiscal

Year 2006), 3   effective November 27, 2005, the Section 6(b) 4   fee rate applicable to the registration of
securities, the Section 13(e) fee rate applicable to the repurchase of securities, and the Section 14(g) fee rate
applicable to proxy solicitations and statements in corporate control transactions will decrease to $107.00 per
million.

In addition, effective December 22, 2005, the Section 31 fee rate applicable to securities transactions on the
exchanges and over-the-counter markets will decrease to $30.70 per million from the current rate of $41.80
per million. The Section 31 assessment on security futures transactions will remain unchanged at $0.009 per
round turn transaction.

Pursuant to the NYSE Constitution and NYSE Rule 440H (“Activity Assessment Fees”), the Exchange offsets

its Section 31 fee obligations by collecting “Activity Assessment Fees” 5   from its members and member
organizations based on securities transaction data reported by the Depository Trust & Clearing Corporation at
a rate equal to that prescribed under Section 31.

Fiscal Year 2007 Rates

The SEC will announce the new fee rates for fiscal year 2007 no later than April 30, 2006. These fee rates
will become effective October 1, 2006, or, if later, after the Commission’s fiscal year 2007 appropriation is
enacted.

In addition, the Commission may be required to make a “mid-year” adjustment to the Section 31 fee rate for
fiscal 2007, after consultation with the CBO and the OMB, which would be announced not later than March

1, 2006, effective April 1, 2006. 6   This information will be posted on the SEC’s Internet Web site at http://
www.sec.gov.

Please contact your Finance Coordinator with any questions you may have regarding this memo.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation
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Footnotes

1  15 U.S.C. 78ee.
2  15 U.S.C. 78a.
3  See http://www.sec.gov/news/press/2005-163.htm for the complete text of SEC Press Release No.

2005-163.
4  The Section 6(b) rate is also the rate used to calculate the fees payable with the Annual Notice of

Securities Sold Pursuant to Rule 24f-2 under the Investment Company Act of 1940.
5  For additional information on Rule 440H and Transaction Fees, see NYSE Information Memo Nos. 04-

42, dated August 5, 2004, 05-36, dated May 13, 2005, and 05-48, dated July 19, 2005.
6  See NYSE Information Memo No. 05-19, dated March 17, 2005 for previous announcement of mid-year

adjustments to Section 31 fees.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

271

http://prod.resource.cch.com/resource/scion/citation/pit/ACT33%7B%23%23plus%23%23%7D6%28b%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE440H/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/04-42/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/04-42/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/05-36/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/05-48/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/05-19/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D31/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 05-91

Click to open document in a browser

December 1, 2005

   ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, CHIEF FINANCIAL OFFICER,
LEGAL AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO RULE 607 CONCERNING THE METHOD OF ARBITRATOR SELECTION

On November 22, 2005, the Securities and Exchange Commission approved amendments to New York
Stock Exchange (“NYSE” or, the “Exchange”) Rule 607, regarding methods of arbitrator selection. The text of
amended Rule 607 is attached as Exhibit A.

Among other changes, Rule 607 now gives the public customer or non-member the choice of selecting
arbitrators pursuant to the computerized method of random list selection or the traditional method of staff
appointment. Agreement by all parties to utilize the random list selection method is no longer required.

The provisions of amended Rule 607 are effective as of November 22, 2005. If the customer or non-member
requests in writing within 45 days from the time the statement of claim is filed, or, if all parties agree and so
notify the Exchange within that time frame, arbitrators will be selected according to random list selection. The
NYSE will also continue to accommodate any reasonable alternative way to select arbitrators, provided the
parties agree.

Any questions about the new method of arbitrator selection may be directed to Karen Kupersmith, Director of
Arbitration, at (212) 656-4865.

___________________________

Daniel Beyda

Chief Administrative Officer

NYSE Regulation

NYSE Rules and Constitution

Rule 607

Appointment of Arbitrators

(a) (1) In all arbitration matters involving customers and non-members where the matter in controversy
exceeds $25,000, or where the matter in controversy does not involve or disclose a money claim, the Director
of Arbitration shall appoint an arbitration panel which shall consist of no less than three (3) arbitrators, at least
a majority of whom shall not be from the securities industry, unless the customer or non-member requests a
panel consisting of at least a majority from the securities industry.

(2) An arbitrator will be deemed as being from the securities industry if he or she:

(i) is a person associated with a member, broker/dealer, government securities broker, government securities
dealer, municipal securities dealer or registered investment adviser, or

(ii) has been associated with any of the above within the past five (5) years, or

(iii) is retired from or spent a substantial part of his or her business career in any of the above, or

(iv) is an attorney, accountant or other professional who devoted twenty (20) percent or more of his or her
professional work effort to securities industry clients within the last two (2) years, or
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(v) is an individual who is registered under the Commodity Exchange Act or is a member of a registered
futures association or any commodity exchange or is associated with any such person(s).

(3) An arbitrator who is not from the securities industry shall be deemed a public arbitrator. A person will
not be classified as a public arbitrator if he or she has a spouse or other member of the household who is a
person associated with a registered broker, dealer, municipal securities dealer, government securities broker,
government securities dealer or investment adviser.

(b) Composition of Panels

The individuals who shall serve on a particular arbitration panel shall be determined by the Director of
Arbitration. The Director of Arbitration may name the chairman of each panel.

(c) Party Agreement on Arbitrator Selection

If the customer or non-member requests in writing within 45 days from the time the statement of claim is filed,
or, if all parties agree and so notify the Exchange within that time frame, arbitrators will be selected according
to Random List Selection, as described below. The Exchange will accommodate any reasonable alternative
way to select arbitrators, provided the parties agree.

(1) Random List Selection—The Number and Type of Arbitrators

(i) Claims up to $25,000. One public arbitrator, unless the customer or non-member requests a securities
industry arbitrator will decide claims up to $25,000 (not including costs and interest).

(ii) Claims above $25,000 or where no dollar amount is claimed or disclosed. Three arbitrators will
decide claims above $25,000 (not including costs and interest) or where no dollar amount is claimed or
disclosed. The arbitration panel shall consist of a majority of public arbitrators, unless the customer or non-
member requests a majority from the securities industry.

(iii) How we classify arbitrators. A securities industry arbitrator is defined in NYSE Rule 607(a)(2). A public
arbitrator is defined in NYSE Rule 607(a)(3). See also NYSE Guidelines for Classification of Arbitrators.

(2) Selecting Arbitrators

(i) Lists of Arbitrators

(a) If one arbitrator hears the case, the Director of Arbitration will send each party a randomly-generated list
containing the names of five arbitrators, who will be public arbitrators, unless the customer or non-member
requests securities industry arbitrators. Each party may use two strikes against this list.

(b) If three arbitrators hear the case, the Director of Arbitration will send each party two randomly-generated
lists. One list will contain the names of ten public arbitrators and the other list will contain the names of five
securities industry arbitrators. If the customer or non-member requests a majority of securities industry
arbitrators, one list will contain the names of ten securities industry arbitrators and the other list will contain
the names of five public arbitrators. Each party may use four strikes against the list of ten arbitrators and two
strikes against the list of five arbitrators.

(c) The strikes referred to in (a) and (b) above are in lieu of the peremptory challenges referenced in Rule
609.

(d) With the lists, the parties will also receive the arbitrators’ biographical profile. Upon request, the Exchange
will send a party an arbitrator’s last three NYSE arbitration decisions, if any.

(e) The lists will be sent to all parties at the same time approximately 30 days after the last answer is due.

(ii) Any party may ask the Director of Arbitration for more information about a potential arbitrator.
The request for additional information must be made within the ten business days the party has to return the
lists as provided in (iii) below. This time period of ten business days is applicable to all requests for additional
information in this Rule and Rule 608. The NYSE shall send the arbitrator’s response to all parties at the
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same time. The Director of Arbitration has discretion to limit the additional information requested from the
arbitrator. The request for more information will toll the time for returning the lists to the Director of Arbitration.

(iii) Parties must return lists within ten business days.

(a) Parties must return lists to the Director of Arbitration within ten business days of the date received, unless
extended by the tolling period. The Director of Arbitration may extend the deadline for returning the lists if he/
she finds a reasonable basis for the extension. The parties may also agree to extend the deadline. Parties
must:

• Strike through the names of any unacceptable arbitrators, as limited by the number of strikes as set forth
above, and

• Rank the remaining names in order of preference, with "1" being the arbitrator most strongly preferred.

(b) If a party does not return lists on time, the Director of Arbitration will proceed as if all arbitrators on the
lists are acceptable to that party. The NYSE will invite arbitrators to serve in the order of the parties’ mutual
preferences. Mutual preferences are determined by adding together the numbers assigned to each arbitrator
and selecting arbitrators with the lowest numbers first. In the event of a tie, arbitrators will be selected in
alphabetical order.

(c) If no acceptable arbitrators are left on the lists, the Director of Arbitration will randomly appoint arbitrators.
The Director of Arbitration will also randomly appoint one or more arbitrators if: (i) acceptable arbitrators are
unable to serve; or (ii) arbitrators cannot be found on the lists for any other reason.

(d) If no acceptable arbitrators are left on the lists and there are no remaining arbitrators available for random
appointment in the place for the initial hearing, the Director of Arbitration shall have the discretion to appoint
an arbitrator(s) pursuant to Rule 607(a)(1) with challenges granted pursuant to Rule 609.

(3) Objecting to Potential Arbitrators

(i) Multiple Parties. In cases where there are two or more people designated as claimants, respondents and/
or third party respondents, each group so designated will share one set of strikes. The Director of Arbitration
may allow additional strikes if he/she determines that justice would be served by doing so.

(ii) Challenges for Cause. Parties have an unlimited number of challenges for cause. The Director
of Arbitration will determine in accordance with Rule 609(b) whether to grant a challenge for cause. If
any arbitrator is removed from the list “for cause” before the expiration of the time to return the lists, a
replacement name will be provided.

(4) Filling Vacancies of Arbitrator

(i) Vacancies before the first hearing. If an arbitrator must withdraw before the first hearing, the Director
of Arbitration will invite the next arbitrator on the parties' lists to fill the vacancy. If there are no remaining
names, or if the vacancy cannot be filled from the names on the lists, the Director of Arbitration will randomly
appoint an arbitrator. If no acceptable arbitrators are left on the lists and there are no remaining arbitrators
available for random appointment in the place for the initial hearing, the Director of Arbitration shall have the
discretion to appoint an arbitrator(s) pursuant to Rule 607(a)(1) with challenges granted pursuant to Rule
609. A party will receive the arbitrator's biographical profile, and upon request, his or her last three NYSE
arbitration decisions, if any, for the last 10 years (see 2.(i)(d)). A party may ask the Director of Arbitration for
additional information on the proposed arbitrator's background, and may challenge the arbitrator for cause.

(ii) Vacancies after the hearing starts. This circumstance is governed by NYSE Rule 611.

(5) Disclosures

After the Exchange assembles a complete panel of arbitrators, the Exchange will notify the arbitrators of their
appointment. The Exchange will advise the parties of any information disclosed by the arbitrators under Rule
610 (Disclosures Required by Arbitrators).
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November 28, 2005

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: LISTING OF FORTY iSHARES FUNDS (EXCHANGE TRADED FUNDS)

The Securities and Exchange Commission has approved listing and trading on the NYSE of the following forty
iShares(r) Funds (Exchange-Traded Funds or “ETFs”) beginning on November 30, 2005:

iShares MSCI Japan Index Fund (symbol: EWJ)

iShares MSCI Brazil Index Fund (EWZ)

iShares MSCI Taiwan Index Fund (EWT)

iShares MSCI Hong Kong Index Fund (EWH)

iShares MSCI Malaysia Index Fund (EWM)

iShares MSCI South Korea Index Fund (EWY)

iShares MSCI Singapore Index Fund (EWS)

iShares MSCI United Kingdom Index Fund(EWU)

iShares MSCI Spain Index Fund(EWP)

iShares MSCI Belgium Index Fund (EWK)

iShares MSCI Switzerland Index Fund (EWL)

iShares MSCI Sweden Index Fund (EWD)

iShares MSCI Italy Index Fund (EWI)

iShares MSCI France Index Fund (EWQ)

iShares MSCI Netherlands Index Fund (EWN)

iShares S&P Europe 350 Index Fund (IEV)

iShares Dow Jones U.S. Real Estate Index Fund (IYR )

iShares Dow Jones U.S. Telecommunication Sector Index Fund (IYZ)

iShares Dow Jones U.S. Healthcare Sector Index Fund (IYH)

iShares Dow Jones U.S. Energy Sector Index Fund (IYE)

iShares Dow Jones U.S. Basic Materials Sector Index Fund (IYM)

iShares Dow Jones U.S. Utilities Sector Index Fund (IDU)

iShares Dow Jones U.S. Technology Sector Index Fund (IYW)

iShares Dow Jones U.S. Consumer Goods Sector Index Fund (IYC)

iShares Dow Jones U.S. Consumer Services Sector Index Fund (IYK)

iShares Dow Jones U.S. Industrial Sector Index Fund (IYJ)

iShares Dow Jones U.S. Total Market Index Fund (symbol: IYY)

iShares Dow Jones U.S. Financial Sector Index Fund (symbol: IYF)

iShares Dow Jones U.S. Financial Services Index Fund (symbol: IYG)
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iShares Dow Jones Transportation Average Index Fund (IYT)

iShares S&P 500 Index Fund (IVV)

iShares S&P 1500 Index Fund (symbol: ISI)

iShares S&P 500/BARRA Value Index Fund (IVE)

iShares 500/BARRA Growth Index Fund (IVW)

iShares S&P SmallCap 600 Index Fund (IJR)

iShares S&P SmallCap 600/BARRA Value Index Fund (IJS)

iShares S&P SmallCap 600/BARRA Growth Index Fund (IJT)

iShares S&P MidCap 400 Index Fund (IJH)

iShares S&P MidCap 400/BARRA Value Index Fund (IJJ)

iShares S&P MidCap 400/BARRA Growth Index Fund (IJK)

The Funds were previously listed on the American Stock Exchange. This Information Memo reviews the
various rules and policies applicable to trading in iShares Funds based on an equity index. For additional
information regarding rules applicable to Exchange trading of ETFs, see Information Memo 03-52 (November
14, 2003). See also Information Memo 04-40 (August 2, 2004); Information Memo 04-41 (August 2, 2004),
and Information Memo 04-44 (August 17, 2004) for additional information regarding iShares Funds based on
certain domestic and foreign indexes.

Background Information on the Funds

Barclays Global Fund Advisors (the “Advisor”) is the investment advisor for the Funds and is registered under
the Investment Advisers Act of 1940. The Advisor is a wholly owned subsidiary of Barclays Global Investors,
N.A., which is in turn a wholly owned indirect subsidiary of Barclays Bank PLC of the United Kingdom. SEI
Investments Distribution Co. (the “Distributor”), a Pennsylvania corporation and broker-dealer registered
under the Securities Exchange Act of 1934, is the principal underwriter and distributor of Creation Unit
Aggregations (as defined below) of iShares. The distributor is not affiliated with the Exchange or the Advisor.
Investors Bank Trust Company is the administrator, custodian and transfer agent for each Fund.

The shares of the Funds are issued by iShares, Inc. or iShares Trust.

According to the Funds' prospectuses, the Funds' investment objective is to provide results that correspond
generally to the price and yield performance, before fees and expenses, of a specified underlying index. The
Funds use a representative sampling strategy to try to track their respective underlying index.

For a more complete description of the Funds and the underlying indexes, visit www.iShares.com. Fund fact
sheets providing information regarding the Funds' top holdings may be requested by calling 1-800-iShares.

Issuance of Creation Unit Aggregations

In General. Shares of the Funds will be issued on a continuous offering basis in groups ranging from 40,000
to 600,000 shares (which group size varies among the individual Funds) or multiples thereof. These “groups”
of shares are called “Creation Unit Aggregations”. The Funds will issue and redeem Fund shares only in
Creation Unit Aggregations. As with other open-end investment companies, Fund shares will be issued at the
net asset value (“NAV”) per share next determined after an order in proper form is received.

iShares Inc. and iShares Trust will cause to be made available daily the names and required number of
shares of each of the securities to be deposited in connection with the issuance of the Funds' shares in
Creation Unit size aggregations for the Funds, as well as information relating to the required cash payment
representing, in part, the amount of accrued dividends for the Funds.

Principal Risks
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Interested persons are referred to discussion in the iShares, Inc. and iShares Trust prospectuses (available at
www.iShares.com) of principal risks of an investment in the Funds. These include market risk, tracking error
risk (factors causing a Fund's performance to not match the performance of the underlying Index), market
trading risk (for example, trading halts, trading above or below net asset value), and other risks.

Hours of Trading

Trading in the Funds will be 9:30 a.m. until 4:15 p.m.

Exchange Rules Applicable to the Trading of ETFs

Generally, the rules applicable to ETFs are applicable to these Funds since these Funds fall within the
definition of an Investment Company Unit, as provided in Paragraph 703.16 of the Listed Company Manual
and Exchange Rule 1100. See Information Memo Number 01-20 (July 31, 2001), which was issued in
connection with the trading pursuant to unlisted trading privileges of several Exchange Traded Funds.

Application of Certain NYSE Rules to ETFs

Rule 104 - Rules 104.20 and 104.21 provide a capital requirement for specialists of $500,000 per ETF. A
specialist unit registered only in an ETF would be subject to the $1,000,000 minimum capital requirement of
Rule 104.20.

In addition, Rule 104 facilitates specialist market making in ETFs. Specialists may engage in “parity”
transactions on direct destabilizing ticks without obtaining Floor Official approval. A “parity” transaction in an
ETF would be a trade to bring the security into line with the value of the securities comprising the ETF, or the
value of a futures contract on the index on which the ETF is based.

Rule 13 - Commentary .30 to Exchange Rule 13 provides that stop and stop limit orders in an Investment
Company Unit shall be elected by a quotation, but specifies that if the electing bid on an offer is more than
0.10 points away from the last sale and is for the specialist's dealer account, prior Floor Official approval is
required for the election to be effective. This rule applies to Investment Company Units generally.

Rule 36.30 - Rule 36.30 governs the establishment of telephone or electronic communications between the
Exchange's trading floor and any other location. Rule 36 provides that a specialist registered in an ETF may
use a telephone or order entry terminal to enter an order in the ETF itself, in a component security of the ETF,
or in an options or futures contract related to the ETF. In addition, the specialist may use a post telephone to
obtain market information with respect to such ETFs, options, futures, or component securities. The text of
Rule 36 makes clear that if an order in a component security of such ETF is to be executed on the Exchange,
the order must be entered in compliance with NYSE Rule (c) and SEC Rule 11a2-2(T), and must be entered
only for the purpose of hedging a position in the ETF.

The specialist may not use the post wire to call a specialist on the NYSE registered in a component stock
of the ETF to enter an order, nor may the specialist use a SuperDOT terminal to send an order directly via
SuperDOT to another specialist. The specialist registered in an ETF is not registered in the component
stocks, and therefore is not permitted to initiate an “on Floor” order in such a stock.

Exchange members, including specialists, are permitted to enter an “off-Floor” order. NYSE Rule 112(c)
codifies the principle that a member may use a “communication facility” on the Floor of the Exchange to call
an off-Floor location and enter a proprietary order. The order is deemed to be an “off-Floor” order (not an
order initiated on the Floor, or an “on Floor” order), provided the order is routed through a clearing firm's
order room, and is transmitted to the Floor for execution by an unaffiliated member. This latter provision is
consistent with SEC Rule 11a2- 2(T), which permits executions of off-floor member proprietary orders by
unaffiliated members. These rules do not impose restrictions on the types of orders which may be executed
pursuant to the exemptive relief provided. Under the amendment to Rule 36, any orders in a component stock
of an ETF entered for execution on the Exchange from the specialist's post, either by telephone or by means
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of a SuperDOT terminal, would have to be routed through a clearing firm's order room and transmitted back
to the Floor for execution without the specialist in the ETF interacting with the order or participating in the
execution in any way.

Rule 123C - Market-on-Close/ Limit-At-The-Close Policy

Orders in ETFs are not subject to the Exchange's Market-On-Close (“MOC”)/ Limit-at-the-Close (“LOC”)
policy concerning order entry limitations, cancellation of orders during a regulatory halt, imbalance
publications, and any other limitations or procedures with respect to MOC/LOC procedures. A MOC/LOC
order in an ETF can be entered at any time without regard to the limitations of the Exchange's MOC/LOC
policies. In addition, the closing price of an ETF will not be subject to publication of imbalances under the
Exchange's MOC/LOC policy.

Rule 123D- Pre-Opening Price Indications Policy

Similarly, the Exchange's policies regarding mandatory dissemination of pre-opening price indications (other
than ITS pre-opening notifications) in the case of significant order imbalances and potentially large price
dislocation from the prior close would not apply to ETFs.

Both the MOC/LOC procedures and the mandatory pre-opening price indications policy are intended to
solicit offsetting contra side interest to minimize price dislocation. This rationale does not apply in the case of
ETFs, which are derivatively priced in relation to, among other things, the values of the underlying component
securities, regardless of the extent of an order imbalance.

Rule 105(m) - Rule 105(m), which prohibits affiliates of specialist units from acting as a primary market maker
in the option on a specialty security, permits such activity with respect to options on a Fund for affiliates
of specialists that have Rule 98 approved procedures in place. The Exchange believes that, as ETFs are
derivatively priced, the conflicts of interest with respect to market making in both the underlying security and
its corresponding option are minimized in this case. The Exchange will also permit a Rule 98 affiliate of the
ETF specialist to act in a market making capacity (but not as a specialist) in the ETF itself on another market
center.

Rule 98 - Exchange Rule 98 provides that affiliates of a specialist organization can receive an exemption
from certain rules applicable to specialists (principally impacting proprietary trading and investment banking),
provided they establish a system of information barriers between themselves and the affiliated specialist. One
of the conditions for the Rule 98 exemption is that the specialist organization be capitalized separate and
apart from any affiliate. The Exchange has deleted this requirement in the case of a specialist organization
that is registered only in ETFs. The Exchange believes that the separate capitalization requirement is not
required in this instance, and that the question of adequacy of capital can be appropriately addressed by the
special allocation committee which will allocate the ETF. However, a specialist organization that is registered
only in ETFs will remain subject to the minimum capital requirements specified in Rule 104.20.

Exemptive, Interpretive and No-Action Relief Under Federal Securities Regulations and NYSE Rules

The Securities and Exchange Commission (“SEC”) has issued exemptive, interpretive and noaction relief
from certain provisions of and rules under the Act regarding trading in the abovementioned Funds. In addition,
the SEC has approved an Exchange interpretive position with respect to the Exchange's short sale rule.

Short Sale Rules - Transactions in ETFs will not be subject to “tick” requirements of the short sale rule of the
Commission (Rule 10a-1) or the Exchange (Rule 440B). Short orders must be marked SHORT or SHORT
EXEMPT. (See paragraph below regarding Rule 200(g) of Regulation SHO.)

Rule 200(g) of Regulation SHO- The SEC Division of Market Regulation has stated that the Division will
not recommend enforcement action under Rule 200(g) of Regulation SHO if a broker-dealer marks “short”
rather than “short exempt” a short sale effected in the Funds pursuant to the exemptions from the price test of
Rule 10a-1 that have been granted, subject to specified conditions, including that a broker-dealer executing
exempt short sales will mark such sales as “short” and in no event will such sales be marked “long”. (See
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letter from James A. Brigagliano, Assistant Director, Division of Market Regulation, SEC, to Ira Hammerman,
Senior Vice President and General Counsel, Securities Industry Association, dated January 3, 2005.)

Regulation M Exemptions - Generally, Rules 101 and 102 of Regulation M prohibit any “distribution
participant” and its “affiliated purchasers” from bidding for, purchasing, or attempting to induce any person
to bid for or purchase any security which is the subject of a distribution until after the applicable restricted
period, except as specifically permitted in Regulation M. The provisions of the Rules apply to underwriters,
prospective underwriters, brokers, dealers, and other persons who have agreed to participate or are
participating in a distribution of securities.

The SEC has granted an exemption from Rule 101 under Regulation M to permit persons participating
in a distribution of shares of the above-mentioned Funds to engage in secondary market transactions in
such shares during their participation in such a distribution. In addition, the SEC has granted relief under
Regulation M to permit persons who may be deemed to be participating in the distribution of shares of the
above-mentioned Funds (i) to purchase securities for the purpose of purchasing Creation Unit Aggregations
of Fund shares and to (ii) tender securities for redemption in Creation Unit Aggregations. Further, the SEC
has clarified that the tender of Fund shares to the Funds for redemption does not constitute a bid for or
purchase of any of the Funds' securities during the restricted period of Rule 101. The SEC has also granted
an exemption pursuant to paragraph (e) of Rule 102 under Regulation M to allow the redemption of Fund
shares in Creation Unit Aggregations during the continuous offering of shares.

Customer Confirmations for Creation or Redemption of Fund Shares (SEC Rule 10b-10) - Broker-dealers
who handle purchases or redemptions of Fund shares in Creation Unit size for customers will be permitted to
provide such customers with a statement of the number of Creation Unit Aggregations created or redeemed
without providing a statement of the identity, number and price of shares of the individual securities tendered
to the Fund for purposes of purchasing Creation Unit Aggregations (“Deposit Securities”) or the identity,
number and price of shares to be delivered by the Trust to the redeeming holder (“Redemption Securities”).
The composition of the securities required to be tendered to the Fund for creation purposes and of the
securities to be delivered on redemption will be disseminated each business day and will be applicable to
requests for creations or redemption, as the case may be, on that day. This exemptive relief under Rule
10b-10 with respect to creations and redemptions is subject to the following conditions:

(1) Confirmations to customers engaging in creations or redemptions must state that all information
required by Rule 10b-10 will be provided upon request;

(2) Any such request by a customer for information required by Rule 10b-10 will be filed in a timely
manner, in accordance with Rule 10b-10(c);

(3) Except for the identity, number and price of shares of the component securities of the Deposit
Securities and Redemption Securities, as described above, confirmations to customers must disclose
all other information required by Rule 10b-10(a).

SEC Rule 14e-5 -An exemption from Rule 14e-5 has been granted to permit any person acting as a dealer-
manager of a tender offer for a component security of the Funds to (1) redeem Fund shares in Creation Unit
Aggregations from the issuer that may include a security subject to such tender offer and (2) to purchase
Fund shares during such tender offer. In addition, a no-action position has been taken under Rule 14e-5 if a
broker-dealer acting as a dealer-manager of a tender offer for a security of the Fund purchases or arranges
to purchase such securities in the secondary market for the purpose of tendering such securities to purchase
one or more Creation Unit Aggregations of shares, if made in conformance with the following:

(i) such bids or purchases are effected in the ordinary course of business, in connection with a basket
of 20 or more securities in which any security that is the subject of a distribution, or any reference
security, does not comprise more than 5% of the value of the basket purchased; or

(ii) purchases are effected as adjustments to such basket in the ordinary course of business as a result
of a change in the composition of the underlying index; and
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(iii) such bids or purchases are not effected for the purpose of facilitating such tender offer.

Section 11(d)(1); SEC Rules 11d1-1 and 11d1-2 - Section 11(d)(1) of the Act generally prohibits a person
who is both a broker and a dealer from effecting any transaction in which the broker-dealer extends credit
to a customer on any security which was part of a new issue in the distribution of which he participated
as a member of a selling syndicate or group within thirty days prior to such transaction. The SEC has
clarified that Section 11(d)(1) does not apply to broker-dealers that engage in both proprietary and customer
transactions in shares of the Funds in the secondary market but do not create Creation Unit Aggregations.
The Commission has also taken a no-action position under Section 11(d)(1) of the Act that broker-dealers
may treat shares of the Funds, for purposes of Rule 11d1-2, as “securities issued by a registered openend
investment company as defined in the Investment Company Act” and thereby extend credit or maintain or
arrange for the extension or maintenance of credit on shares that have been owned by the persons to whom
credit is provided for more than 30 days, in reliance on the exemption contained in the rule.

SEC Rule 15c1-5 and 15c1-6 - The SEC has taken a no-action position with respect to Rule 15c1-5 and
Rule 15c1-6 as to the required disclosure of control by a broker or dealer with respect to creations and
redemptions of Fund shares and secondary market transactions therein.

Other Matters

Due Diligence - Pursuant to Exchange Rule 405, before a member, member organization, allied member or
employee thereof undertakes to recommend a transaction in ETF shares, such person must exercise due
diligence to learn the essential facts relative to the customer. If any recommendation is made with respect
to such shares, the person making the recommendation should have a reasonable basis for believing, at
the time of making the recommendation, that the customer has such knowledge and experience in financial
matters that he or she may reasonably be expected to be capable of evaluating the risks and any special
characteristics of the recommended transaction, and is financially able to bear the risks of the recommended
transaction. Before a member, member organization or employee thereof recommends a transaction in the
Funds, a determination must be made that the recommendation is in compliance with all applicable Federal
and Exchange rules and regulations, including due diligence obligations under Exchange Rule 405.

Certain Specialist Transactions in ETFs - Rule 460.10 generally precludes certain business relationships
between an issuer and the specialist in the issuer's securities. Exceptions in the Rule permit specialists in
ETF shares to enter into Creation Unit transactions through the Distributor to facilitate the maintenance of a
fair and orderly market. A specialist Creation Unit transaction may only be effected on the same terms and
conditions as any other investor, and only at the net asset value of the ETF shares. A specialist may acquire
a position in excess of 10% of the outstanding issue of the ETF shares, provided, however, that a specialist
registered in a security issued by an investment company may purchase and redeem the investment
company unit or securities that can be subdivided or converted into such unit, from the investment company
as appropriate to facilitate the maintenance of a fair and orderly market in the subject security.

Trading Halts - In order to halt the trading of an ETF, the Exchange may consider, among other things, factors
such as the extent to which trading is not occurring in underlying security(s) and whether other unusual
conditions or circumstances detrimental to the maintenance of a fair and orderly market are present. In
addition, trading in Fund shares is subject to trading halts caused by extraordinary market volatility pursuant
to Exchange Rule 80B.

Prospectus Delivery - Exchange members and member organizations should be mindful of applicable
prospectus delivery requirements under the federal securities laws with respect to transactions in the
Funds. In that regard, the Exchange notes that although NYSE Rule 1100(b) provides for delivery of written
descriptions to customers of Funds that have received an exemption from Section 24(d) of the Investment
Company Act, there is at this time no written description available for these particular Funds. Members and
member organizations are advised that delivery of a prospectus in lieu of a written description would satisfy
the requirements of Rule 1100(b).
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Purchases and Redemptions in Creation Unit Size - Exchange members and member organizations are
hereby informed that procedures for purchases and redemptions of iShares(r) in Creation Unit Size are
described in the relevant Fund prospectus and Statement of Additional Information, and that iShares(r) are
not individually redeemable but are redeemable only in Creation Unit Size aggregations or multiples thereof.

Surveillance. Exchange surveillance procedures applicable to trading in the Funds are comparable to those
applicable to other Investment Company Units currently trading on the Exchange.

Questions concerning the matters discussed in this Memorandum may be addressed as follows:

General Questions on ETFs:

James P. McGowan (212) 656-2490 (Competitive Position Group)

Michael Cavalier (212) 656-2474 (Office of the General Counsel)

Questions on:

Due Diligence Stephen A. Kasprzak (Member Firm Regulation) (212) 656-5226

Exchange Rules Donald Siemer (Market Surveillance) (212) 656-6940

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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November 23, 2005

   ATTENTION: CHIEF EXECUTIVE OFFICER AND MANAGING PARTNER, CHIEF FINANCIAL OFFICER,
CHIEF OPERATIONS OFFICER, AND CHIEF COMPLIANCE OFFICER

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: MORATORIUM ON REGISTERING NEW COMPETITIVE TRADERS AND REGISTERED
COMPETITIVE MARKET MAKERS

The New York Stock Exchange (the “Exchange”) has decided to study the future viability of Competitive
Traders (“CTs”) and Registered Competitive Market Makers (“RCMMs”) in light of the new Hybrid Market
environment. While the Exchange conducts this study it considers it appropriate to place a moratorium on the
qualification and registration of new CTs and RCMMs. The Exchange filed with the Securities and Exchange
Commission its intention to impose this moratorium earlier this year, and had several discussions with the
Commission staff prior to the formal filing. This filing was published by the SEC and the abrogation period
during which the Commission could have demonstrated its disapproval of this action has now passed.

CTs and RCMMs were first authorized by the Commission in 1964 1   and 1978 2  , respectively, to generate
competition to specialists, add depth and liquidity to the market and create supplemental market making
traders on the Exchange. The Exchange Rules 110 and 111 govern CTs and Rule 107A governs RCMMs.
CTs and RCMMs can both conduct proprietary trading under the market maker exemption found in paragraph

(2)(b) of Section 11(a) 3   of the Securities Exchange Act of 1934. 4   CTs trading must be at least 75%
stabilizing and RCMMs must be ready to enter the market with one round lot if called upon by a floor official or
broker so as to narrow the quotation spread or add liquidity to the market.

Exchange rules require that members must be registered by the Exchange before they are able to conduct
business as a CT or RCMM and in order to be registered must, besides meeting other requirements, pass an
examination prescribed by the Exchange. The volume and speed of the market has increased dramatically
since CTs and RCMMs were first created and significant changes have occurred with respect to market
dynamics. These changes coupled with the Exchange's move to a Hybrid Market makes this review timely
and appropriate. As part of this review, the Exchange will review, among other things, the impact and usage
of RCMMs and CTs, resources required to surveil trading and any regulatory requirements needed to
increase marketmaker liquidity obligations.

This moratorium is effective immediately.

Questions concerning this memorandum may be addressed to James G. Buckley, Vice President, Market
Surveillance at 212-656-2534 or David Matta, Principal Rule Counsel, Market Surveillance, at 212-656-4717.

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

283

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P05-89%2909013e2c855b3a78?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE111/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D11%28a%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


Footnotes

1  NYSE Rule No. 110 (Amended May 21, 1964 and July 16, 1964, effective August 3, 1964).
2  Securities and Exchange Act Release No. 14718 (May 1, 1978), 43 F.R. 19738 (May 8, 1978)(SR-

NYSE-79-24).
3  15 U.S.C. 78k(a)(2)(b).
4  15 U.S.C. 78a.
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   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: PILOT PROGRAM FOR TRANSMITTING ORDERS IN NASDAQ STOCKS FROM THE NYSE
TRADING FLOOR

Effective immediately, the New York Stock Exchange (“NYSE” or the “Exchange”) will begin a pilot program
(the “Pilot”) which will allow members and member organizations to transmit agency orders in stocks listed
on the NASDAQ Stock Market SM (NASDAQ®) from the Exchange's Trading Floor (the “Floor”) to an away
market center for execution.

NYSE specialists, Registered Competitive Market Makers, and Competitive Traders are not eligible to
participate in the Pilot.

Requirements for Trading in NASDAQ Stocks from the NYSE Floor:

Members and member organizations interested in participating in the Pilot may begin to trade under the
Pilot only after they have provided written notification to the NYSE and after all the applicable regulatory
requirements listed below are satisfied:

Pursuant to Section 15(b)(8) of the Securities Exchange Act of 1934 (the “SEA”), all members and member
organizations intending to participate in the Pilot must be registered as members or member organizations
with the NASD.

Orders in NASDAQ stocks must be received in a member or member organization's booth on the Floor
through a permissible communication device. Only non-NYSE order management systems can be used to
route orders to an away market (e.g., REDIPlus, LAVA, Arca Real Tick, etc.); orders may not be received or
routed by a member on the Floor through the Broker Booth Support System® (BBSS), SuperDot, or any other
Exchange system.

The non-NYSE order management system used by the member or member organization must be fully
compliant with NASD Order Audit Trail System (“OATS”) requirements.

Errors resulting from NYSE Floor members trading in the NASDAQ market under the Pilot cannot be
processed through the same error account that members/member organizations are required to maintain
under NYSE Rule 134 for the handling of errors occurring on the Floor. Participants in the Pilot must establish
a separate account to process any errors resulting from trading in NASDAQ stocks prior to participating in the
Pilot.

Members and member organizations are expected to maintain effective supervisory procedures and internal
controls to ensure that orders in NASDAQ stocks transmitted from the Floor are handled consistent with all
applicable regulatory requirements of the Exchange and the away market.

Floor brokers receiving orders in NASDAQ stocks from public customers must be properly qualified to engage
in such direct access business under Exchange Rules 342 and 345, among others. For more information
regarding Exchange requirements for conducting a public business on the Exchange Floor, see, Exchange
Information Memos 05-37 (May 27, 2005), 01-18 (July 11, 2001) (available on www.nyse.com/regulation/ and
91-25 (July 8, 1991).

To the extent that members/member organizations will require installation of additional applications in their
Floor booth location to enable trading in NASDAQ stocks, they should consult with Floor Operations and
Trading Technology staff and follow all procedures necessary to obtain such installation.
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Members and member organizations are reminded that, in addition to the requirements described above,
other regulatory requirements are applicable, including but not limited to the books and records obligations
under Rules 17a-3 and 17a-4 of the SEA and Exchange Rule 440, and securities industry and state
registration requirements.

Written Notice Required Through the Electronic Filing Platform

Members and member organizations interested in participating in the Pilot are required to provide NYSE
Regulation with written notice to that effect. The notice should contain a description of the order routing
system that the member/member organization intends to use to transmit orders to the NASDAQ market and
a certification that the member/member organization is in full compliance with the requirements as set forth
above. Such notices should be filed with NYSE Regulation through the Electronic Filing Platform. To initiate
the process of filing the notice, please send an e-mail to Laura McNulty, Regulatory and Corporate Systems,
at lmcnulty@nyse.com. Please be sure to include the name of the member/member organization and a return
e-mail address.

Questions concerning the subject of this memo may be directed as follows:

Operational questions should be directed to Harry Weber, Director, Floor Services, at (212) 656-5157.

Technology questions should be addressed to Gary Campagne, Managing Director, Point of Sale
Technology, at (212) 656-6761.

Questions about the Electronic Filing Platform should be addressed to Harry Mousmoules, Operations
Manager, EFP Platform, at (212) 656-4337.

Regulatory questions should be directed to James G. Buckley, Vice President, Market Surveillance, at (212)
656-2534, or to your Finance Coordinator in the Member Firm Regulation Division of NYSE Regulation.

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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   TO: ALL MEMBERS, MEMBER ORGANIZATIONS, CHIEF EXECUTIVE OFFICERS, GENERAL
COUNSEL AND COMPLIANCE PERSONNEL

SUBJECT: APPROVAL OF NEW RULE 123G (ORDER ENTRY PRACTICES)

The Securities and Exchange Commission (“SEC”), on October 26, 2005, approved the adoption of new
Exchange Rule 123G (Order Entry Practices) which prohibits conduct known as “trade shredding” or “tape
shredding.” The SEC had previously expressed its' concern to the U.S. self-regulatory organizations that
an incentive existed for market participants to receive rebates to engage in distortive behavior, such as
trade shredding and other similarly distortive behaviors, as a means to increase their share of market data

revenues and other forms of revenue. 1   The New York Stock Exchange (“NYSE” or “the Exchange”)
responded to the SEC in a letter dated February 24, 2005, indicating that the Exchange would propose a

new rule change to prohibit such conduct. 2   Further, the Exchange published an Information Memo No.
05-15, dated March 8, 2005, to all members and member organizations of the Exchange prohibiting trade

shredding and related conduct. 3   The new Rule 123G, now effective, prohibits all such distortive behavior as
it is inconsistent with just and equitable principles of trade.

Trade Shredding:

“Trade shredding” is the practice of unbundling customer orders for securities into multiple smaller orders for
the primary purpose of maximizing payments to the member or member organization, thereby disadvantaging
the customer by, for example, charging excessive fees or commissions, or failing to obtain best execution
of an order. Such payments may create a conflict of interest between the customer and the member or
member organization. For example, as a result of the manner in which market data revenues are calculated,
market centers can derive a greater share of market data revenue by increasing the number of trades that
they report to the consolidated tape. At the same time, some markets have adopted a practice of sharing
these increased revenues with market participants, including non-members, who send in orders. Other
economic arrangements between members or member organizations and their customers, such as bulk order
commission discounts, may create similar incentives to engage in similarly distortive behavior.

The NYSE does not rebate revenues from tape reporting to members or non-members, and thus, there
is no incentive in this area for NYSE order providers to engage in trade shredding on orders sent to the
Exchange. However, a member, member organization or an associated person may engage in conduct that
has an impact similar to trade shredding, in that it unbundles a customer's order for the primary purpose of
maximizing payments to the member, member organization, or associated person at the customer's expense
and to the customer's detriment. Prohibited payments are “monetary or in-kind amounts” received by the
member, member organization, allied members, approved person or registered or non-registered employee
of a member or member organization as a result of the execution of such orders, and include commissions,
gratuities, payments for or rebate of fees, or any similar payments of value.

New Rule 123G is attached as Exhibit A.

Questions concerning any matters discussed in this Information Memo may be addressed to Daniel M.
Labovitz, Market Surveillance, Rule Development, at (212) 656-2081 or Donald Siemer, Market Surveillance,
Rule Development, at (212) 656-6940.

___________________________
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Robert A. Marchman

Executive Vice President

Market Surveillance

Attachments

Exhibit A

Order Entry Practices

Rule 123G

No member, member organization, allied member, approved person or registered or non-registered employee
of a member or member organization may engage in conduct that has the intent or effect of unbundling
orders for execution for the primary purpose of maximizing a monetary or in-kind amount received by the
member, member organization, allied member, approved person or registered or non-registered employee of
a member or member organization as a result of the execution of such orders. For purposes of this section,
“monetary or in-kind amounts” shall be defined to include commissions, gratuities, payments for or rebate
of fees resulting from the entry of such orders, or any similar payments of value to the member, member
organization, allied member, approved person or registered or non-registered employee of a member or
member organization.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See letter dated January 24, 2005, from Annette Nazareth, Director, Division of Market Regulation,
Securities and Exchange Commission, to John A. Thain, Chief Executive Officer, New York Stock
Exchange.

2  See letter dated February 24, 2005, from Mary Yeager, Assistant Secretary, New York Stock Exchange,
to Annette Nazareth, Director, Division of Market Regulation, Securities and Exchange Commission.

3  See Information Memo (Number 05-15) dated March 8, 2005, by Robert A. Marchman, Executive
Vice President, Market Surveillance Division, New York Stock Exchange, to all members and member
organizations of the New York Stock Exchange.
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   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENT OF RULE 103 - TEMPORARY REALLOCATION OF SECURITIES AMONG
SPECIALISTS

Rule 103.11 provides a procedure to temporarily reallocate securities listed on the NYSE from one specialist
organization to another on an expedited basis when necessary. Currently, the Rule requires that the Chief
Executive Officer and two Board of Executive (“BoE”) Floor Representatives make the decision to reallocate
by majority agreement. The participation of BoE Floor Representatives is on a seniority basis.

The Exchange believes the temporary reallocation of a security is most likely to be required for regulatory
reasons and thus is more properly the responsibility of the Chief Regulatory Officer or his designee.
Therefore, the Exchange has amended the Rule in this regard. Accordingly, Rule 103.11 has been amended
to substitute the Chief Regulatory Officer or his designee for the Chief Executive Officer. BoE Floor
Representatives will continue to be involved in the process. However, the Exchange believes that, for
potential conflict of interest reasons, only non-specialist BoE Floor Representatives should be involved in a
decision to reallocate a security from one specialist organization to another.

In addition, the provision in Rule 103.11 that BoE Floor Representatives be chosen to act on a temporary
reallocation in order of seniority has been removed.

Finally, the amendment to Rule 103.11 provides as an alternative, that if there are not two non-specialist
BoE Floor Representatives available to make the reallocation decision, the most senior non-specialist Floor
Governor or Governors based on their current length of service as a Floor Governor would be authorized to
act in their stead.

The amendments are effective immediately. The amended Rule is attached as Exhibit A.

Questions concerning this memo may be directed to Donald Siemer, at (212) 656-6940.

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Attachments

EXHIBIT A

Deletions in [brackets ]

Additions underscored

Registration of Specialists

Rule 103 No member shall act as a specialist on the Floor in any security unless such member is registered
as a specialist in such security with the Exchange and unless the Exchange has approved of his so acting as
a specialist and has not withdrawn such approval.
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As a condition of a member's registration as a specialist in one or more securities the Board of Directors may
at any time require such member to register with the Exchange and act as an odd-lot dealer in such securities
under Rule 101.

Supplementary Material:

.10 - Registration of specialists.-Four classes of specialists have been established, namely (1) regular
specialists, (2) relief specialists, (3) associate specialists, and (4) temporary specialists. No member
is permitted to act as regular specialist, relief specialist or associated specialist unless he is registered
with the Exchange. No registration is required for temporary specialists, but no member is permitted to
act as such unless authorized by a Floor Official.

Registration applies only to individual members, and not to member organizations. Consequently each Floor
member of a specialist organization who expects to act as regular specialist, relief specialist or associate
specialist at any time must register individually.

All members of the Exchange registered as regular specialists, or odd-lot dealers or odd-lot brokers will
be required to pay a monthly registration fee of $37.50 and all members registered as relief or associate
specialists will be required to pay a monthly registration fee of $1.67.

Notice of all new applications for registration as regular or relief specialist will be posted on the bulletin
board. Approval will not be given on any such application until one week from the date of receipt
thereof, except that, if circumstances require immediate action, temporary approval may be given.
Members wishing to make representations with respect to any application should file their comments
with the Market Surveillance and Evaluation Department during the period when notice is posted.

Notice of applications for registration as associate specialists will not be posted.

Before registration as a specialist, a member is required to pass a Specialist's Examination prescribed
by the Exchange. Applications for this examination should be submitted to the Market Surveillance
Division.

.11 Temporary Reallocation of [Stocks] Securities.-The Chief [Executive ] Regulatory Officer or
his or her designee and [the ] two [most senior ] non-specialist BoE Floor Representatives or [in the
absence from the Floor of either of them, the next senior ] if only one or no non-specialist BoE Floor
Representative s is present on the Floor, the most senior non-specialist Floor Governor or Governors
based on length of consecutive service as a Floor Governor at the time of any action covered by this
rule, acting by a majority shall have the power to reallocate temporarily any [stock ] security on an
emergency basis to another location on the Floor whenever in their opinion such reallocation would be
in the public interest.

The member to whom a [stock ] security has been temporarily reallocated under the provisions of this Rule
will be registered as the regular specialist therein until the [Board of Directors ] Chief Regulatory Officer or
his or her designee and two non-specialist BoE Floor Representatives determine[s] that the security may
be returned to the original specialist organization or has been reallocated pursuant to Exchange rules [the
ultimate location of the security ].

Copyright 2019, NYSE Group, Inc. All rights reserved.
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   ATTENTION:CHIEF EXECUTIVE OFFICERS, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS, RESEARCH DEPARTMENTS, REGISTRATION, AND CONTINUING EDUCATION
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: REVISIONS TO THE SERIES 4 AND SERIES 9/10 EXAMINATION PROGRAMS;
IMPLEMENTATION DATE NOVEMBER 30, 2005

The qualification examination programs for the General Securities Sales Supervisor (Series 9/10) and
Limited Principal-Registered Options (Series 4) were revised recently by the NYSE, other self-regulatory
organizations (“SROs”), and a committee composed of industry representatives. The changes incorporate
amendments to relevant SEC and/or SRO laws, rules and regulations covered by the examinations,
such as: the SEC’s new Regulation SHO, which provides for significant changes to SEC and NYSE

short sale rules, Regulation S-P, MSRB Rules G-37/G-38, SRO research analyst rules 1  , anti-money

laundering rules 2   and the introduction of new securities products including, but not limited to: municipal
fund securities (e.g., 529 college savings plans), and exchange traded funds. The Series 9/10 and Series 4
content outlines, as well as the qualification exams, have been revised to reflect the new content coverage.
The qualification examination changes will be implemented on November 30, 2005 and revised
examination study outlines are available for download via the Regulation page on the NYSE website
at www.nyseregulation.com.

Background:

Pursuant to Section 6(c)(3)B(i) of the Securities Exchange Act of 1934 3  , the Exchange is required to
prescribe standards for training, experience, and competence for persons associated with NYSE members
and member organizations.

The NYSE develops and maintains a number of qualification examinations, including the Series 7 (General
Securities Registered Representative Qualification Examination), the Series 14 (Compliance Official
Qualification Examination) and Series 16 (Supervisory Analyst Qualification Examination), that are designed
to establish that persons associated with NYSE members have attained specific levels of competence and
knowledge. The NYSE periodically reviews the content of its examinations to determine whether revisions are
necessary or appropriate in view of changes pertaining to the subject matter covered by the examinations.
Certain other examination programs, including but not limited to the Series 9/10 and Series 4, are developed
and maintained by the NYSE jointly with other SROs including the American Stock Exchange, LLC, the
Chicago Board Options Exchange, Inc., the Municipal Securities Rulemaking Board, and the NASD.

Series 9/10- General Securities Sales Supervisor:

NYSE Rule 342(d)(“Offices—Approval, Supervision and Control”) requires that qualified persons acceptable
to the Exchange shall be in charge of: (1) any office of a member or member organization, (2) any regional
or other group of offices, (3) any sales department or activity. Rule 342.13 further states that any member,
allied member or employee who is a candidate for such supervisory functions must have a creditable three-
year record as a registered representative or equivalent experience, and must pass the General Securities
Sales Supervisor Qualification Examination (Series 9/10) or another examination acceptable to the Exchange,
which demonstrates competency relevant to assigned responsibilities.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

291

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P05-85%2909013e2c855b3a70?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


The Series 9/10 is an industry-wide exam that is intended to test a candidate’s knowledge of securities
industry rules and certain statutory provisions applicable to the supervision of sales activities conducted at
a branch office. The Series 9/10 does NOT qualify a candidate to supervise functions other than sales. The
total number of questions on the Series 9/10 remains at 200.

Series 4 Limited Principal-Registered Options:

NYSE Rule 720 (“Registration of Options Principals”) states that no member organization shall transact
any business with the public in options contracts unless those persons engaged in the management of the
member organization’s business pertaining to options contracts are registered with and approved by the
Exchange as Options Principals. (No individual member shall transact any business directly with the public
in options contracts unless he is registered with and approved by the Exchange as an Options Principal.) In
connection with their registration, Options Principals shall successfully complete an examination prescribed
by the Exchange.

The Series 4 exam is intended to test a candidate’s knowledge of rules and statutory provisions applicable
to the supervisory management of a firm’s options personnel and options accounts. The total number of
questions on the Series 4 exam remains at 125 questions.

Questions regarding this information memo may be addressed to: Tina Freilicher, Director of Testing
Standards at 212-656-2741, Chun Liu, Senior Testing and Evaluation Specialist at 212-656-5761, or Patricia
Monterosso, Senior Testing and Evaluation Specialist at 212-656-4376.

___________________________

Donald van Weezel

Vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See NYSE Rule 472 ("Communications With The Public")
2  See NYSE Rule 445 ("Anti-Money Laundering Compliance Program")
3  15 U.S.C. 78a et seq.
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   ATTENTION: CHIEF OPERATIONS OFFICER/PARTNER, LEGAL, COMPLIANCE AND INTERNAL
AUDIT DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: OPTIONS DISCLOSURE DOCUMENT

The Securities and Exchange Commission (“SEC” or the “Commission”) recently approved a Supplement 1

   (see attachment) to the Options Disclosure Document (“ODD”). 2   The Supplement amends the ODD to
provide disclosure relating to indexes intended to measure the predicted volatility of the daily returns of a
stock index and options on such volatility indexes. It also provides a general description of the characteristics
of volatility indexes.

NYSE Rule 726.30 (“Delivery of Options Disclosure Documents and Prospectuses”) provides that the
Exchange will advise members and member organizations when an ODD or Prospectus is amended.
Members and member organizations are further advised that they must, pursuant to NYSE Rule 726(a),
distribute a copy of each new amendment to the ODD to every customer having an account approved
for trading the particular kind of option covered by the revised ODD or, in the alternative, distribute such
amendment not later than the time a confirmation of a transaction in such particular kind of option is delivered
to such customer. Accordingly:

a. A member organization may choose to conduct a mass mailing of the Supplement to all of its approved
customers who have already received the ODD; or

b. A member organization may deliver the Supplement to customers who have already received the ODD with
the first confirmation of an option transaction involving a volatility index.

In addition, all new options customers must receive the revised ODD.

Copies of the ODD or the Supplement may be obtained by contacting Diane Svoboda at the Options Clearing
Corporation at (312) 322-6212 or at dsvoboda@theocc.com.

Questions concerning this Information Memo may be directed to Stephen A. Kasprzak at (212) 656-5226 or
Gregory F. Taylor at (212) 656-2920.

___________________________

Donald van Weezel

Vice President

Member Firm Regulation

Attachments

March 2005 Supplement to Characteristics and Risks of Standardized Options

To accommodate options on any index intended to measure the predicted volatility of the daily returns of a
stock index, the Booklet is amended as follows:

1. The first two paragraphs on page 23, under the caption “About Indexes,” are replaced with the following
three paragraphs and new caption:

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

293

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P05-84%2909013e2c855b3a6e?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


As referred to in this booklet, an index is a measure of the prices or other attributes of a group of securities
*   or other interests. Although indexes have been developed to cover a variety of interests, such as stocks
and other equity securities, debt securities and foreign currencies, and even to measure the cost of living,
the following discussion relates only to indexes on equity securities (which are called stock indexes in this
booklet) and indexes that are intended to measure the predicted volatility of specified stock indexes (which
are called volatility indexes in this booklet) and options on such indexes.

Stock indexes are compiled and published by various sources, including securities markets. A stock index
may be designed to be representative of the stock market of a particular nation as a whole, of securities
traded in a particular market, of a broad market sector (e.g., industrials), or of a particular industry (e.g.,
electronics). A stock index may be based on securities traded primarily in U.S. markets, securities traded
primarily in a foreign market, or a combination of securities whose primary markets are in various countries. A
stock index may be based on the prices of all, or only a sample, of the securities whose prices it is intended
to represent. Like stock indexes, volatility indexes are securities indexes. However, the component securities
of a volatility index are put and call options series on a specified stock index. Options on volatility indexes are
referred to generically as “volatility options.”

Information relating specifically to stock indexes appears below under the caption “Stock Indexes.”
Information relating specifically to volatility indexes appears below under the caption “Volatility Indexes.”
Information appearing below under the caption “Stock Indexes and Volatility Indexes” is relevant to both stock
indexes and volatility indexes.

STOCK INDEXES

2. The first sentence in the second full paragraph on page 25 is replaced with the following sentence:

Investors should keep in mind that a stock index can respond only to reported price movements in its
constituent securities.

3. The paragraph that was inserted following the third full paragraph on p. 26 in the December 1997
Supplement to this booklet is relocated so that it follows the second full paragraph on page 25 (since that
paragraph relates to stock indexes and not to volatility indexes).

4. The following paragraphs and captions are added on page 25 following the relocated paragraph referred to
in point 3 immediately above:

VOLATILITY INDEXES

Volatility indexes, and investment strategies involving the use of volatility options, are inherently complex. You
should be certain that you understand the method of calculation and significance of any volatility index and
the uses for which volatility options based on that index are suited before buying or selling the options.

A volatility index is designed to measure the predicted volatility of a specified “reference” stock index. A
volatility index represents a prediction of the volatility of the reference index over a specified future time
period—for example, 30 calendar days. In statistical terms, a volatility index measures the predicted standard
deviation of the daily returns of the reference index measured over the specified future time period.

Economic, political, social and other events affecting the level of the reference index may also affect the
volatility of the reference index. Volatility indexes have historically tended to move inversely to their reference
indexes, since volatility tends to be associated with turmoil in the stock markets and turmoil tends to be
associated with downward moves in the stock market. But this relationship does not always hold true and,
indeed, a volatility index may be rising at a time when its reference index is also rising. It bears emphasizing
that a volatility index on which options are traded reflects only predictions about the future volatility of the
reference index as those predictions are implied by reported current premium values for options on the
reference index. The actual volatility of the reference index may not conform to those predictions.
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As with other index options, a call volatility option will be in the money at exercise if the exercise settlement
value of the underlying index is above the exercise price of the option, and a put volatility option will be in
the money at exercise if the exercise settlement value of the underlying index is below the exercise price
of the option. Whether the volatility option is in the money is determined in relation only to the value of the
underlying volatility index, and not in relation to the reference index. Volatility index values will be affected by
any factor that affects the component options series of the index, including, among other things, applicable
laws, regulations and trading rules, the market-making and order processing systems of the markets on which
the options are traded, and the liquidity and efficiency of those markets.

There are various methods of estimating predicted volatility, and different methods may provide different
estimates. Under the method that is used for volatility options that are proposed to be traded at the date of
this Supplement, volatility index values are calculated using premium values of out-of-the-money series of
options on the reference index in expiration months that are selected and weighted to yield a measure of
the volatility of the reference index over a specified future time period. For example, a volatility index that is
calculated using this method and that is designed to provide a prediction of volatility over 30 calendar days
is based on premium values of out-of-the-money options series on the reference index expiring in the two
nearest months with at least 8 calendar days left to expiration.

Volatility options that are described in this Supplement are European-style (that is, are exercisable only on
their respective expiration dates) and “A.M.- settled” (that is, are settled using exercise settlement values that
are derived from opening values of the component put and call options). An exercise settlement value for
these volatility options is calculated from actual opening premium prices of the relevant series of options on
the reference index unless there is no trade in a series at the opening, in which case the mid-point of the bid
and offer premium quotations for that series as determined at the opening of trading is used. All other index
values for each of these volatility indexes are calculated using the mid-points of the bid and offer premium
quotations of the options series that comprise the volatility index. (Since these index values are based on
quotations they are sometimes referred to as “indicative values.”)

Because different values are used in calculating the indicative values and exercise settlement values for
volatility options that are described in this Supplement, there is a risk that there may be a divergence between
the exercise settlement value and an indicative value calculated at the opening on the date on which the
exercise settlement value is being determined. This risk is described further in Chapter X of this booklet,
in paragraph 12 under the heading “Special Risks of Index Options.” Additional information regarding the
method used to calculate the values of a particular volatility index is available from the market on which
options on that index are traded.

Like other indexes on which options are traded, the values of volatility indexes are ordinarily updated
throughout the trading day, and current values for a volatility index are generally available from brokers and
from the markets on which options on that index are traded. Daily closing values and exercise settlement
values for volatility indexes may be published in newspapers.

Investors should keep in mind that indicative values of a volatility index can reflect changes in the predicted
volatility of the reference index only to the extent that quotations of the constituent options of the volatility
index are current. Indicative values for a volatility index may be disseminated, and volatility options may be
traded, during times when one or more constituent securities in the reference index are not trading, or when
the quotations for one or more of the options series comprising the volatility index are not current. An exercise
settlement value for a volatility index may be calculated even if one or more constituent securities in the
reference index are not trading. In any of these cases, an indicative value or exercise settlement value will
be based on non-current information. The quality of the information reflected in the values of a volatility index
should be evaluated in light of the depth and liquidity of the markets for the securities in the reference index
and the options that are the components of the index.

The information set forth on pages 26 through 28 under the caption “Features of Index Options” is generally
applicable to volatility options. However, the method of determining the exercise settlement value for volatility
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options may differ from those for other index options. (As described above, an exercise settlement value for
volatility options that are described in this Supplement may use a combination of actual opening premium
prices for some of the constituent options series and averaged bid and ask premium quotations for others of
the constituent options series on the day of exercise.) Other means for determining the exercise settlement
values of volatility options may be established. Volatility options may also have expiration dates that are
different from those of other index options. You should be sure that you understand the method of calculation
of the exercise settlement value and know the expiration date for each volatility option you wish to buy or
write.

STOCK INDEXES AND VOLATILITY INDEXES

5. The following paragraph is inserted on page 73 immediately following the caption “Special Risks of Index
Options:”

The risks described in paragraphs 1. through 10. on pages 73 through 78 of this booklet relate primarily to
options on stock indexes. Risks involved in buying or writing options on volatility indexes are described in
paragraphs 11. through 14.

6. The following paragraphs are inserted on page 78 immediately following paragraph number 10:

11. Strategies involving the purchase and sale of options on a volatility index are inherently complex and
require a thorough understanding of the concept of predicted volatility that is measured by the index. The
component securities of a volatility index are put and call options (not stocks, which are the component
securities of stock indexes). You must have a thorough understanding of the method used to calculate the
volatility index in order to understand how conditions in the market for its component options series may affect
the values of the index. You may fail to realize your investment objective even if you have correctly predicted
certain events if you do not understand how those events may or may not affect the level of the index. There
is no assurance that predicted volatility as measured by a particular volatility index will correspond to the
actual volatility of the reference index or to measures of predicted volatility calculated using other methods.

12. Because different values are used in calculating indicative values and exercise settlement values of
volatility indexes underlying volatility options that are described in this Supplement, there is a risk that there
may be a divergence between the exercise settlement value and an indicative value calculated at the opening
on the date on which the exercise settlement value is being determined. (Please refer to the discussion
in Chapter IV under the heading “Volatility Indexes” for the definition of the term “indicative value” and a
description of the method that is used to calculate an “exercise settlement value” for volatility options that
are proposed to be traded at the date of this Supplement.) It is to be expected that there will be at least
some divergence between the exercise settlement value for expiring volatility options and an indicative
value calculated at the opening on the same date, because the opening price for each of the options series
that is used to calculate the exercise settlement value will typically be at either the bid or the ask quotation,
depending on the forces of supply and demand for that series, and not at the mid-point between the bid and
ask quotations. This divergence may represent a significant percentage of the indicative value for the volatility
index if the forces of supply and demand cause all or most of the series to open on the same side of the
market.

13. Persons who exercise volatility options or are assigned exercises based on an erroneous index level
will ordinarily be required to make settlement based on the exercise settlement value as initially reported
by the designated reporting authority for the index, even if a corrected value is subsequently announced.
In extraordinary circumstances (e.g., where an exercise settlement value as initially reported is obviously
wrong, and a corrected value is promptly announced), OCC has discretion to direct that exercise settlements
be based on a corrected exercise settlement value. Ordinarily, however, the exercise settlement value as
initially reported by the designated reporting authority for the underlying volatility index will be conclusive
for exercise settlement purposes. As described in paragraph 8. on page 77 with respect to other indexes,
reported levels of a volatility index may be based on non-current information. This may occur as a result
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of delays or interruptions in either the market for the securities in the reference index or in the markets for
options on the reference index.

14. As in the case of writers of other index options, writers of volatility options cannot provide in advance
for their potential settlement obligations by acquiring the underlying interest. Offsetting the risk of writing a
volatility option may be even more difficult than offsetting the risk of writing other index options. Similarly,
there are timing risks and other risks analogous to those discussed in paragraphs 3. and 4. on pages 74
and 75 of this booklet whenever an investor attempts to employ strategies involving transactions in volatility
options and transactions in stocks or in options, futures contracts or other investments related to stocks.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Release No. 34-51454 (March 30, 2005) 70 FR 17748 (April 7, 2005) (SR-ODD - 2005-01)
2  The ODD contains general disclosures on the characteristics and risk of trading standardized options.
*  Some indexes reflect values of companies, rather than securities, by taking into account both the prices

of constituent securities and the number of those securities outstanding.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 05-83

Click to open document in a browser

November 1, 2005

   ATTENTION: MANAGING PARTNER, CHIEF EXECUTIVE OFFICER, BRANCH OFFICE MANAGERS,
COMPLIANCE OFFICER, TRAINING AND HR DIRECTORS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: CONTINUING EDUCATION FIRM ELEMENT ADVISORY

Exchange Rule 345A (Continuing Education for Registered Persons) requires members and member
organizations to maintain a current Firm Element training program for registered persons who have direct
contact with customers, and for their immediate supervisors. This Firm Element training should be specifically
tailored to the business of the members and member organizations, and must be evaluated and updated at
least annually.

The Exchange, in conjunction with the Securities Industry/Regulatory Council on Continuing Education,
annually identifies topics that are of particular current interest to the industry and may be appropriate for
members and member organizations to include in their Firm Element training. These topics are identified in
the attached Firm Element Advisory.

Each member and member organization should consider the relevance of the topics identified in the Firm
Element Advisory to the member's or member organization's lines of business, registered employees, and
training needs. Further direction for reviewing and evaluating the relevance of topics is provided in the
advisory.

The Council provides a Firm Element Organizer on its website www.securitiescep.com to assist in conducting
your Firm Element Needs Analysis and developing a training plan. A scenario library of Regulatory Element
materials is also available on the website, which can be used in developing Firm Element, compliance or
other training.

The Firm Element Advisory can also be found on the website of the Securities Industry/Regulatory Council on
Continuing Education at www.securitiescep.com under Council Publications.

Questions about the Continuing Education Program should be directed to Roni Meikle at (212) 656-2156 or
Pat DeVita at (212) 656-2746 or Chris Dunleavy at (212) 656-2298.

___________________________

Donald van Weezel

Vice President

Member Firm Regulation

Attachments

Securities Industry Continuing Education Program

Firm Element Advisory

Each year the Securities Industry/Regulatory Council on Continuing Education (the Council) publishes the
Firm Element Advisory to identify current regulatory and sales practice issues for possible inclusion in Firm
Element training plans. This year's topics have been taken from a review of industry regulatory and self-
regulatory organizations (SRO) publications and announcements of significant events issued since the last
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Firm Element Advisory of October 2004. Also included among the topics are several rule proposals that have
been filed with but not approved by the Securities and Exchange Commission.

The Council suggests that firms use the Firm Element Advisory as an aid in developing their Firm Element
Needs Analysis to identify training topics that are relevant to the firm. Such topics may include ethics and
training for supervisors. Among the subjects that you should consider for inclusion in Firm Element training
are new rules or regulations, such as supervisory control amendments, major regulatory examination findings,
such as those relating to mutual fund sales practices; ethics and professional conduct; and any new products
or services the firm plans to offer. The need to address these topics may vary, depending upon your firm's
line(s) of business and SRO membership.

The Council provides a convenient way for firms to access the training resources listed next to each topic
in the Firm Element Advisory via its website, www.securitiescep.com. By using the Search function on the
site and entering the referenced document, it is possible to review the content on the Continuing Education
website.

In addition to the Firm Element Advisory material, there are two additional resources that can assist
with developing Firm Element training plans. The first is the Firm Element Organizer, available at
www.securitiescep.com/TOC/Firm_Element. This is an easy-to-use software application that enables the
search of an extensive database of regulatory resources related to specific investment products or services.
The results of a search can then be edited into a document that may assist in developing a Firm Element
training plan. A tutorial on the website demonstrates how to use the Firm Element Organizer. The second
Firm Element resource is the Regulatory Element Scenario Library, available at www.securitiescep.com>CEP
Training Material. The Scenario Library is composed of materials that were taken from the Regulatory
Element Supervisor (S201) and General (S101) programs that have fulfilled their three-year life cycle in those
programs. These materials are available on CDs and may be suitable for Firm Element training.

The Council is currently undertaking a new initiative using the materials from the Scenario Library called
netCEP. NetCEP will leverage the value of the existing Scenario Library materials with the technological
advantage of Webbased learning and delivery. The materials, which are currently available on CDs, will be
offered as Internet-based training, providing on-demand access to content for both individuals and firms of all
sizes.

Using netCEP, registered persons seeking general Regulatory Element training or preparatory materials
may select and view as many scenarios from the General (S101), Investment Company Products/Variable
Contracts Representatives (S106), and Supervisor (S201) Programs as desired. Firms will have access to
the materials for training, to use as Firm Element Continuing Education content, or as compliance resources.
Firms may allow registered persons to choose the materials they wish to view, or administrators may use
the Learning and Content Management System to assign specific materials to individuals or groups, track
completion of assignments, and generate reports as needed. Customization can be arranged to have firm-
specific content added at the beginning of, or following, the materials. NetCEP is expected to be available in
the fourth quarter of 2005.

For more information, log on to www.securitiescep.com, or call Joe McDonald, Associate Director, NASD
Testing & Continuing Education, at (240) 386-5065; or Roni Meikle, Director, Continuing Education, New York
Stock Exchange, (212) 656-2156.

Alternative Investments

New Products

An increasing number of complex products are being introduced to the market in response to the demand
for higher returns or yield. Some of these products have unique features that may not be understood by
investors or registered persons. Others raise concerns about suitability and potential conflicts of interest.
In promoting and selling such products, firms should take a proactive approach to reviewing and improving
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their procedures for developing and vetting new products. At a minimum, those procedures should include
clear, specific and practical guidelines for determining what constitutes a new product, ensure that the right
questions are asked and answered before a new product is offered for sale, and, when appropriate, provide
for post-approval follow-up and review, particularly for products that are complex or are approved only
for limited distribution. See NASD NTM (NTM) 05-26: NASD Recommends Best Practices for Reviewing
New Products (April 2005) . See NYSE Rule 401(Business Conduct); Rule 405 (Diligence as to Accounts)
and NYSE Information Memo 05-11, Customer Account Sweeps into Bank. See also NYSE regulatory
information bulletin “Hedge Fund Investing: Is It a Suitable Investment for You” at www.nyse.com>information
for>individual investors. See also NASD NTM 03-71: NASD Reminds Members of Obligations When
Selling Non-Conventional Investments (November 2003); NASD NTM 03-07: NASD Reminds Members of
Obligations When Selling Hedge Funds (February 2003); NASD NTM 05-50: Member Responsibilities for
Supervising Sales of Unregistered Equity Indexed Annuities (August 2005).

Non-Managed Fee-Based Account Programs (NMFBA Programs)

On June 22, 2005, the SEC approved new NYSE Rule 405A (Non-Managed Fee-Based Account Programs
- Disclosure and Monitoring). Rule 405A is effective immediately, however, the Exchange will allow 90 days
from the approval date (September 22, 2005) for the membership to fully adopt and establish the procedural
and systems changes required by the Rule. Note, however, that during this period, the membership is in
no way relieved of its existing and ongoing obligations to monitor, review, and supervise NMFBA Programs
pursuant to all other applicable NYSE rules including Rules 342 (Offices- Approval, Supervision and Control)
and 405 (Diligence as to Accounts).

Rule 405A(1) requires that each customer, prior to the opening of an account in a NMFBA Program, be
provided with a disclosure document describing the types of NMFBA Programs available to such client.
The document shall disclose, for each such Program type, sufficient information for the customer to make
a reasonably informed determination as to whether the program is appropriate to suit his or her anticipated
needs. Specifically, such disclosures must include, at a minimum: a description of the services provided,
eligible assets, fees charged, an explanation of how costs will be computed and/or the provision of cost
estimates based on hypothetical portfolios, any conditions or restrictions imposed, and a summary of the
program's advantages and disadvantages.

In addition to compliance with the prescribed requirements of Rule 405A, NMFBA Programs are subject to
all applicable NYSE Rules including those relating to the supervision of registered representatives. Members
and member organizations are advised to take note of registered representatives who seem to have a
disproportionate number of customers in NMFBA Programs, as this may increase the likelihood that such
Programs may be inappropriate for a number of such customers. Registered representatives should also
be monitored for improper behavior in connection with NMFBA Programs, such as temporarily transferring
assets into a fee-based account on, or shortly before, the day a percentage-based fee is assessed. See
NYSE Information Memo 05-51, Non- Managed Fee-Based Account Programs (Rule 405A).

NASD previously set forth in an NTM similar member obligations regarding feebased accounts. Before
opening a fee-based account for a customer, members must have reasonable grounds to believe that such
an account is appropriate for that particular customer. To that end, members must make reasonable efforts
to obtain information about the customer's financial status, investment objectives, trading history, size of
portfolio, nature of securities held and account diversification. With that and any other relevant information
in hand, members should then consider whether the type of account is appropriate in light of the services
provided, the projected cost to the customer, alternative fee structures that are available, and the customer's
fee structure preferences. In addition, members must disclose to the customer all material components of
the fee-based program, including the fee schedule, services provided and the fact that the program may cost
more than paying for the services separately.
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Members must also implement supervisory procedures to require a periodic review of fee-based accounts to
determine whether they remain appropriate for their respective customers. As part of that review, members
should consider whether reasonable assumptions about market conditions upon which the member based
its initial determination of appropriateness have changed, as well as any changes in customer objectives or
financial circumstances. Finally, members should review their sales literature, marketing material and other
correspondence related to fee-based programs to ensure the information is balanced and not misleading
and should include in training materials guidelines regarding the establishment of fee-based accounts. See
NASD NTM 03-68: NASD Reminds Members That Fee-Based Compensation Programs Must Be Appropriate
(November 2003).

Investments of Liquefied Home Equity

The rapid increase in home prices over the past several years, in combination with refinancing activity
by homeowners, has lead to increasing investment activity by homeowners with equity from their homes.
Members and their associated persons should be aware that recommending liquefying home equity to
purchase securities may not be suitable for many investors and should perform a careful analysis to
determine whether liquefying home equity is a suitable strategy for an investor. In addition, members should
ensure that all communications with the public addressing a strategy of liquefying home equity are fair
and balanced, and accurately depict the risks of investing with liquefied home equity. Finally, members
should consider whether to employ heightened scrutiny of accounts that they know, or have reason to know,
are funded with liquefied home equity. See NASD NTM 04-89: NASD Alerts Members to Concerns When
Recommending or Facilitating Investments of Liquefied Home Equity (December 2004).

Tenants-In-Common/ Rule 1031 Exchanges

In general, sales of tenants-in-common (TIC) interests in real property in connection with an exchange of
real property pursuant to Section 1031 of Internal Revenue Code constitute securities for purposes of the
federal securities laws and NASD and NYSE rules. Members and their associated persons are reminded
that when offering to customers TIC interests, they must comply with all applicable NASD and NYSE rules,
including those addressing suitability, due diligence, splitting commissions with unregistered individuals or
firms, supervision and recordkeeping.

In addition, members relying on private offering exemptions from the registration requirements of the
Securities Act of 1933 (Securities Act) must ensure that their manner of offering TIC interests complies with
all applicable requirements, including the prohibition on general solicitation. See NASD NTM 05-18: NASD
Issues Guidance on Section 1031 Tax-Deferred Exchanges of Real Property for Certain Tenants-in-Common
Interests in Real Property Offerings (March 2005).

Anti-Money Laundering

Independent Testing

Anti-money laundering (AML) continues to be an evolving topic, as regulators adopt new rules and
regulations to carry out the mandates of the USA PATRIOT Act. NASD Rule 3011 and NYSE Rule 445
require that NASD and NYSE members establish and implement anti-money laundering compliance
programs designed to ensure ongoing compliance with the requirements of the Bank Secrecy Act and the
regulations promulgated thereunder. In particular, the rules require, among other things, that members' AML
programs provide for independent testing.

NASD and the NYSE filed with the Securities and Exchange Commission (SEC or Commission) proposed
rule changes to amend NASD Rule 3011and NYSE Rule 445, and to adopt interpretive and supplementary
material to these Rules. The proposed amendments would require each member to conduct independent
testing of its anti-money laundering program on an annual (calendar-year) basis, with the exception of certain
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types of firms, which would be allowed to test every two years (on a calendar-year basis). The proposed
interpretive and supplementary material includes requirements for the persons who may conduct such tests.
NASD's proposal also requires members to review and update, if necessary, the accuracy of the member's
anti-money laundering compliance person information on a quarterly basis. See SEC Release No. 34-51935;
Notice of Filing of Proposed Rule Change Relating to Amendments to NASD Rule 3011 and the Adoption of
New Related Interpretive Material (June 29, 2005); SEC Release No. 34-51934; Notice of Filing of Proposed
Rule Change to Amend NYSE Rule 445 (June 29, 2005).

Broker-Dealer Customer Identification Program Rule

On April 29, 2003, the SEC and the Department of the Treasury jointly adopted the broker-dealer customer
identification program (CIP) Rule. The CIP Rule requires broker-dealers to implement customer identification
programs that include procedures for: (1) verifying the identities of customers; (2) maintaining records of
the verification process; (3) comparing customers with lists of known or suspected terrorists or terrorist
organizations; and (4) providing customers with notice that information is being collected to verify their
identities. See 31 C.F.R. 103.122.

The CIP Rule permits broker-dealers to rely on certain other financial institutions to undertake the required
elements with respect to shared customers. On February 10, 2005, in a letter to the Securities Industry
Association (SIA), the SEC Division of Market Regulation (Division) extended the no-action relief granted
in its February 12, 2004 letter (2004 No-Action Letter) regarding the ability of broker-dealers to rely on
investment advisers to perform customer identification procedures, consistent with the CIP Rule. In its letter,
the Division staff states that it will not recommend enforcement action to the Commission under Rule 17a-8
under the Exchange Act if a broker-dealer relies on an investment adviser to perform customer identification
procedures, prior to such investment adviser becoming subject to an AML program rule, provided the other
requirements in paragraph (b)(6) of the CIP Rule are met, namely that (1) such reliance is reasonable
under the circumstances; (2) the investment adviser is regulated by a Federal functional regulator; and (3)
the investment adviser enters into a contract requiring it to certify annually to the brokerdealer that it has
implemented an anti-money laundering program, and that it will perform (or its agent will perform) specified
requirements of the brokerdealer's customer identification program. The 2004 No-Action Letter would have
expired on February 12, 2005. The relief provided in the 2004 No-Action Letter and extended by the February
10, 2005 letter will be withdrawn on the earlier of (1) the date upon which an AML program rule for investment
advisers becomes effective, or (2) July 12, 2006. See SEC Division of Market Regulation: No-Action Letter to
the Securities Industry Association, Feb.10, 2005. See also NASD's AML Web page at www.nasd.com/aml;
and the SEC's Spotlight On: Anti-Money Laundering Rules at www.sec.gov/spotlight/moneylaundering.htm.
See also NYSE Information Memo 03-32 , Customer Identification Programs for Broker-Dealers (July 14,
2003) (www.nyse.com>regulation>information memos).

Bond Sales

Mark-Ups

NASD is proposing to adopt a second interpretation to Rule 2440, to provide additional mark-up guidance for
transactions in debt securities except municipal securities.

Under NASD Rule 2440, (Fair Prices and Commissions) a member is required to sell securities to a customer
at a fair price. When a member acts in a principal capacity, the dealer marks up or marks down a security.
IM-2440 (Mark-Up Policy) provides guidance on mark-ups and fair pricing of securities transactions with
customers. Both Rule 2440 and IM-2440 apply to transactions in debt securities, and IM-2440 provides that
mark-ups for transactions in common stock are customarily higher than those for bond transactions of the
same size.
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A key step in determining whether a mark-up (mark-down) is fair and reasonable is correctly identifying the
prevailing market price of the security, which is the basis from which the mark-up (mark-down) is calculated.
The proposed interpretation addresses two fundamental issues in debt securities transactions: (1) how does
a dealer correctly identify the prevailing market price of a debt security; and (2) what is a “similar” security
and when may it be considered in determining the prevailing market price. See SEC Release No. 34-51338,
Notice of Filing of Proposed Rule Change to Adopt an Additional Mark-up Policy for Transactions in Debt
Securities Except Municipal Securities (March 9, 2005).

Communications

Email Communications

SROs have taken seriously failures by members to maintain and preserve all required internal
communications, and have recently settled actions against members for, among other things, failure to
maintain email communications. Members are required to comply with record keeping requirements regarding
external and internal communications to ensure that communications will be available and accessible to
regulators during the course of examinations and investigations. Firms must maintain, preserve and produce
on a timely basis all communications upon request of regulators, including SRO staff. In particular, when
implementing new technology, firms must address maintenance, retrieval and production issues, especially in
light of the increasing volume of data. See NYSE Disciplinary Actions 05-62 dated May 19, 2005, 05-23 dated
January 23, 2005; 05-01 dated January 5, 2005; and 04-190 dated December 15, 2004. See also NYSE
Disciplinary Actions 04-128, dated August 2, 2004 and 02-227, 02-226, 02-225, 02-224 and 02-223, all dated
November 15, 2002, regarding email retention. See also NYSE-SR-2005-17 Exemptions from pre-use review
and requirements for institutional sales material. See also NASD's “Guide to the Internet for Registered
Representatives” Web page at www.nasd.com/internetguide; (NASD Disciplinary Action No. CE2050012 (in
August 2005 Report); NASD Disciplinary Action No. C11050015) (in July 2005 Report); NASD Disciplinary
Action No. CE4050005) (in July 2005 Report); and NASD Disciplinary Action No. C11050004 (in April 2005
Report).

The NYSE has formed an electronic communications task force, which includes NASD and industry
representatives to analyze and address evolving technology and applications for firms in light of current SRO/
SEC rule requirements.

Correspondence

NASD currently defines correspondence to include any written letter or electronic mail message distributed
by a member to (1) one or more of its existing retail customers, and (2) fewer than 25 prospective retail
customers within any 30-calendar-day period. The definition of correspondence is significant because
firms generally are not required to have a registered principal approve correspondence prior to use
or file correspondence with the NASD Advertising Regulation Department, and because some of the
specific content standards applicable to other types of communications with the public do not apply to
correspondence. NASD is proposing to amend Rule 2211 to require that a registered principal approve,
prior to use, any correspondence that is sent to 25 or more existing retail customers within a 30-calendar-
day period. See NASD NTM 05-27: NASD Requests Comment on Proposal to Require Principal Pre-Use
Approval of Member Correspondence to 25 or More Existing Retail Customers within a 30-Calendar-Day
Period (April 2005). See NYSE Rule 342.17 (Review of Communications with the Public) and NYSE Rule 472
(Communications with the Public).

Continuing Education

Elimination of Exemptions
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In 2004, the SEC approved amendments to SRO rules on continuing education eliminating all exemptions
from the Regulatory Element Program. Registered persons who had been eligible for “grandfathered” and/
or “graduated” exemptions are now required to participate in the Regulatory Element Continuing Education
Program. The rule changes became effective April 4, 2005. The re-entry phase for formerly exempted
registered persons will occur over a three-year period. Each registered person's re-entry into the Program will
be determined by using the registered person's “base date,” which is usually the person's initial registration
date. See NASD NTM 04-78: SEC Approves Amendments to Rule 1120 to Eliminate Exemptions from
the Continuing Education Regulatory Element Requirements (October 2004); NASD NTM 05-20: NASD
Announces Effective Date of April 4, 2005 for Amendments to Rule 1120 to Eliminate Exemptions from
the Continuing Education Regulatory Element Requirements (March 2005). See also NYSE Information
Memo 04-55, Amendments to Rule 345A That Rescind All Exemptions from Participation in Continuing
Education Regulatory Element Programs and Information Memo 05-20, Reminder—Amendments to Rule
345A Rescinding all Exemptions from Participation in Continuing Education Regulatory Element Programs
Become effective on April 4, 2005. See also MSRB Notice 2004-34, Amendment Approved to Remove
Exemptions from Regulatory Element of Continuing Education Program.

Ethics

The CE Council introduced an ethics module as part of the Regulatory Element of the Continuing Education
Program in early 2005. Firms should consider addressing ethical issues in their own Firm Element training.
Such individual programs can tailor general concepts to the values, policies, culture, organization and
business model of the particular firm, and allow senior management to participate in the ethics program,
thereby modeling and articulating the firm's commitment to high ethical standards in daily business conduct.

Ethics programs should do more than explain industry rules and firm policies. They should provide a context
for regulatory requirements by addressing the importance of upholding the firm's values (e.g., integrity,
trustworthiness), what constitutes the “right” thing, and the spirit—not only the letter—of the law. They should
also help employees develop a greater awareness of ethics issues and a stronger ability to make ethical
decisions, including dealing with organizational influences on such decision-making. Such programs should
be based on the firm's code of ethics (if any), its supervisory procedures, mechanisms for reporting observed
misconduct, and other policies that bear on the conduct of its employees—and they should be realistic.

An effective ethics curriculum could include cases illustrating ethical situations, approaches to resolving such
dilemmas and strategies and resources for dealing with organizational influences, such as focusing on long-
term success instead of short-term expediency, using confidential help lines. Rather than providing ethical
content in isolation, firms may have employees apply ethical principles to realistic fact patterns, demonstrated
in stories of people who have made the wrong ethical decisions and those who have had the courage to
make the right choices, and consider the consequences of ethical decisions for customers, employees, the
firm and the industry (especially with regard to investor confidence and integrity of the firm). Firms should
bear in mind that experience often varies dramatically among employees of the same firm, or between
supervisors and staff, and that the training needs may differ across the firm.

There are a variety of methods to deliver engaging ethics training, including the provision of instruction in
person, such as utilizing outside experts, trainthetrainer methodologies, in-house personnel and electronic
means. Group interaction is particularly useful in ethics training. Instead of merely providing reading material
or lectures, firms should attempt to engage employees by providing an opportunity (whether online, in
small discussion groups or both) by which employees can express their views and hear the views of their
colleagues.

Fingerprinting

Members should review and, as necessary, update their fingerprinting procedures to help ensure that
fingerprints submitted to the Federal Bureau of Investigation (FBI) as part of the hiring process belong to
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the employee being hired by the member. Members' internal procedures addressing the fingerprinting of
prospective employees as required under Section 17(f)(2) of the Securities Exchange Act of 1934 (Exchange
Act) and Rule 17f-2 thereunder should attempt to ensure that the person being fingerprinted is the same
as the person who is seeking employment with the member. NASD suggests a number of best practices to
members that elect to fingerprint prospective employees inhouse and those that rely on third parties in an
off-site location to collect fingerprints and to verify the identity of the person being fingerprinted. See NASD
NTM 05-39: NASD Suggests Best Practices for Fingerprinting Procedures (May 2005). See NYSE Rule
345.11 (Investigation Records), NYSE Information Memo 03-11 (Fingerprint Processing and FBI Identification
Records) and NYSE Information Memo 04-53 (Termination of Fingerprinting Processing Services).

Hedge Funds

Hedge funds pool investors' money and invest those funds in financial instruments in an effort to make a
positive return. Many hedge funds seek to profit in all kinds of markets by pursuing leveraging and other
speculative investment practices that may increase the risk of investment loss. Neither hedge funds nor
advisers to hedge funds are currently required to register with the SEC. However, in December 2004, the
SEC adopted a new rule and rule amendments under the Investment Advisers Act of 1940 (Advisers Act) that
require advisers to certain hedge funds to register with the SEC. The rule and rule amendments are designed
to provide the protections afforded by the Advisers Act to investors in hedge funds, and to enhance the SEC's
ability to protect the securities markets. The rule became effective February 10, 2005. Advisers that will be
required to register under the new rule and rule amendments must do so by February 1, 2006. See SEC
Release No. IA-2333; Registration Under the Advisers Act of Certain Hedge Fund Advisers (December 2,
2004).

Investment Adviser Registration Requirements for Broker-Dealers

The SEC adopted Rule 202(a)(11)-1 under the Advisers Act addressing the application of the Act to broker-
dealers offering certain types of brokerage programs. Under the rule, a broker-dealer providing advice that
is solely incidental to its brokerage services is excepted from the Advisers Act if it charges an asset-based
or fixed fee, rather than a commission, mark-up or mark-down, for its services, provided it makes certain
disclosures about the nature of its services. The rule states that exercising investment discretion is not “solely
incidental to” (1) the business of a broker or dealer within the meaning of the Advisers Act, or (2) brokerage
services within the meaning of the rule. The rule also states that a broker or dealer provides investment
advice that is not solely incidental to the conduct of its business as a broker or dealer or to its brokerage
services if the broker or dealer charges a separate fee or separately contracts for advisory services.

In addition, the rule states that when a broker-dealer provides advice as part of a financial plan or in
connection with providing planning services, a brokerdealer provides advice that is not solely incidental if it (1)
holds itself out to the public as a financial planner or as providing financial planning services, (2) delivers to its
customer a financial plan, or (3) represents to the customer that the advice is provided as part of a financial
plan or financial planning services. Finally, under the rule, broker-dealers are not subject to the Advisers
Act solely because they offer full-service brokerage and discount brokerage services (including electronic
brokerage) for reduced commission rates. The rule became effective April 15, 2005. See SEC Release No.
34-51523; Certain Brokers Deemed not to be Investment Advisers (April 12, 2005).

Internal/Supervisory Controls and CEO Certification

On June 17, 2004, the SEC approved amendments to NYSE Rules 342, 401, 408 and 410 to strengthen
the supervisory procedures and internal controls of members and member organizations. The SEC also
approved rule changes (Supervisory Control Amendments) by NASD that both create and amend certain
rules and interpretive materials to address a member's supervisory and supervisory control procedures. The
NYSE and NASD rule changes became effective January 31, 2005. The amendments prescribe general
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standards with respect to internal and supervisory controls including the regulatory systems and procedures
and their purpose regarding supervision and control, business conduct, discretionary accounts and records
of orders. See NYSE Information Memo 04-38, Amendments to Rules 342, 401, 408 and 410 Relating to
Supervision and Internal Controls (July 26, 2004). See NASD NTM 04-71: SEC Approves New Rules and
Rule Amendments Concerning Supervision and Supervisory Controls (October 2004).

NASD and NYSE issued guidance in January 2005 to assist firms in their compliance with the new rules.
NASD issued additional guidelines in April 2005 for complying with NASD Rule 3012(a)(1), which requires
a member to designate one or more principals who will establish, maintain, and enforce a system of
supervisory control policies and procedures that tests and verifies that a member's supervisory procedures
are reasonably designed to comply with applicable securities laws and regulations, and with applicable NASD
rules, and to amend those supervisory procedures when the testing and verification demonstrate a need to
do so. See NASD NTM 05-08: Guidance Regarding the Application of the Supervisory Control Amendments
to Members' Securities Activities, Including Members' Institutional Securities Activities (January 2005); NASD
NTM 05-29: Guidance Regarding Rule 3012(a)(1) Requirement to Test and Verify a Member's Supervisory
Policies and Procedures (April 2005); Transcript of December 16, 2004, 2004 Supervisory Control Telephone
Workshop; see generally NASD Web page at www.nasd.com/SupervisoryControl. See NYSE Information
Memo 05-07, Joint NYSE/NASD Memo regarding “Internal Controls” Amendments.

The SEC also approved new NASD Rule 3013 and accompanying interpretive material that requires
members to (1) designate a chief compliance officer (CCO) and (2) have the chief executive officer (CEO)
or equivalent officer certify annually that the member has in place processes to establish, maintain, review,
test, and modify written compliance policies and written supervisory procedures reasonably designed to
achieve compliance with applicable NASD rules, MSRB rules, and federal securities laws and regulations.
Members had to designate and identify to NASD on Schedule A of Form BD a principal to serve as CCO
by December 1, 2004. The CEO certification must be executed within one year of December 1, 2004 and
annually thereafter. The NYSE has proposed similar requirements to be filed as part of the annual report.
See NASD NTM 04-7: SEC Approves New Chief Executive Officer Compliance Certification and Chief
Compliance Officer Designation Requirements (November 2004). See NYSE File No. SR-NYSE-2004-64.

Municipal Securities

Municipal Fund Securities

Municipal fund securities, including 529 College Savings Plans, are municipal securities regulated by the
MSRB. Municipal fund securities also represent investments in pools of securities, such as securities issued
by registered investment companies. Therefore, sales materials for municipal fund securities must comply
with the advertising rules of the MSRB, and if the sales material also refers to the underlying investment
companies, the material must comply with the advertising rules of the SEC and NASD, including NASD Rule
2210. Principals supervising the sale of municipal fund securities must be appropriately registered and hold
either a Series 51 (Municipal Fund Securities Limited Principal) (and either the Series 24 or Series 26) or
Series 53 (Municipal Securities Principal) registration. For more information, see the section on Municipal
Fund Securities on the MSRB Web site at www.msrb.org/msrb1/mfs/default.asp. See also NASD NTM 03-17:
Sales Material for Municipal Fund Securities (March 2003); and NASD Issues Investor Alert on 529 College
Savings Plans, September 13, 2004 at www.nasd.com/pr/091305 regarding expenses and tax incentives
associated with investments in 529 College Savings Plans.

On May 24, 2005, the SEC approved amendments to Rule G-21, on advertising, establishing specific
requirements with respect to advertisements by brokers, dealers and municipal securities dealers relating
to municipal fund securities. The amendments include specific requirements regarding the calculation and
display of performance data for municipal fund securities in a manner consistent with Rule 482 under the
Securities Act that regulates mutual fund performance advertisements. The amendments also include
general disclosure requirements regarding municipal fund securities that are similar in most respects to the
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disclosures required for mutual fund advertisements under Rule 482. Finally, the amendments incorporate
certain prior interpretations relating to municipal fund securities. See MSRB Notice 2005-31; SEC Approves
Amendments to Rule G-21 Relating to Advertisements of Municipal Fund Securities (May 27, 2005).

All advertisements of municipal fund securities submitted or caused to be submitted for publication by a
dealer on or after September 1, 2005 must comply with these new provisions of Rule G-21, except for the
provisions relating to calculation and presentation of performance data, which must be complied with on and
after December 1, 2005. In addition, the SEC recently approved amendments to Rule G-21 that will require
municipal fund securities performance advertisements either to disclose performance that is current as of the
most recent month-end, or to indicate where such performance may be found.

Disclosure of Original Issue Discount Bonds

The MSRB published an interpretive notice reminding brokers, dealers and municipal securities dealers of
their affirmative disclosure obligations when effecting transactions with customers in original issue discount
bonds. An original issue discount bond, or O.I.D. bond, is a bond that was sold at the time of issue at a price
that was below the par value of the bond.

The original issue discount is the amount by which the par value of the bond exceeded its public offering price
at the time of its original issuance. The original issue discount is amortized over the life of the security and, on
a municipal security, is generally treated as tax-exempt interest. When the investor sells the security before
maturity, any profit realized on such sale is calculated (for tax purposes) on the adjusted book value, which
is calculated for each year the security is outstanding by adding the accretion value to the original offering
price. The amount of the accretion value (and the existence and total amount of original issue discount) is
determined in accordance with the provisions of the Internal Revenue Code and the rules and regulations of
the Internal Revenue Service.

The MSRB believes that the fact that a security bears an original issue discount is material information
(since it may affect the tax treatment of the security); therefore, this fact should be disclosed to a customer
prior to or at the time of trade. Absent adequate disclosure of a security's original issue discount status, an
investor might not be aware that all or a portion of the component of his or her investment return represented
by accretion of the discount is tax-exempt, and therefore might sell the securities at an inappropriately low
price (i.e., at a price not reflecting the tax-exempt portion of the discount) or pay capital gains tax on the
accreted discount amount. Without appropriate disclosure, an investor also might not be aware of how his
or her transaction price compares to the initial public offering price of the security. Appropriate disclosure
of a security's original issue discount feature should assist customers in computing the market discount or
premium on their transaction. See MSRB Notice 2005-01, Interpretive Reminder Notice Regarding Rule G-17,
on Disclosure of Material Facts—Disclosure of Original Issue Discount Bonds.

Broker-Dealer Payments to Non-Affiliated Persons Soliciting Municipal Securities

On August 17, 2005, the SEC approved substantial amendments to MSRB Rule G-38 relating to the
solicitation of municipal securities business under Rule G-38. As amended, Rule G-38 prohibits a broker-
dealer or a municipal securities dealer (dealer) from paying persons who are not affiliated with the dealer
for soliciting municipal securities business on its behalf. In addition, new MSRB Form G-38t has been
created and certain related amendments have been made to MSRB Rule G-37, on political contributions
and prohibitions on municipal securities business, and MSRB Rule G-8 on recordkeeping. The amendments
became effective August 29, 2005.

Former Rule G-38, which permitted outside consultants to solicit municipal securities business on behalf
of dealers, was replaced in its entirety by new Rule G-38. New Rule G-38 prohibits a dealer from making
any direct or indirect payment to any person who is not an affiliated person of the dealer for a solicitation
of municipal securities business on behalf of the dealer. An “affiliated person” of a dealer is defined as any
partner, director, officer, employee or registered person of the dealer or of an affiliated company. An affiliated
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company of a dealer is an entity that controls, is controlled by, or is under common control with the dealer
and whose activities on behalf of the dealer are not limited solely to the solicitation of municipal securities
business. Solicitation is defined as a direct or indirect communication with an issuer of municipal securities
for the purpose of obtaining or retaining municipal securities business. Rule G-37 was amended to reflect
that those associated persons who solicit municipal securities business and thereby are municipal finance
professionals include affiliated persons under Rule G-38.

The MSRB has incorporated a transitional period permitting certain payments to consultants. A dealer is
permitted to make payments to non-affiliated persons (consultants) for solicitations of municipal securities
business if such payments were made with respect solely to solicitation activities undertaken by such persons
on or prior to August 29, 2005, provided certain conditions are met. In particular, the dealer must disclose
each item of municipal securities business for which a transitional payment remains pending and the amount
of such pending payment on Form G-38t submitted to the MSRB for the third quarter of 2005 and on each
subsequent quarterly Form G-38t submission until such payment is finally made.

Rule G-8 regarding recordkeeping was amended to require the retention of certain records, and Rule
G-37 and related forms were amended to delete references to Rule G-38 and the reporting of consultant
information. See SEC Rel. No. 34-52278 (August 17, 2005); MSRB Notice 2005-044, SEC Approves
Amendments to Rule G-38 Relating to Solicitation of Municipal Securities Business.

Mutual Funds

The following types of mutual fund transactions are under increased scrutiny from all regulators.

Sales of Class B and C Mutual Fund Shares

NASD settled three actions against members and fined them more than $21 million for improper sales of
Class B and Class C shares of mutual funds. These cases are part of a larger, ongoing investigation into
mutual fund sales practices.

These cases involve recommendations and sales of Class B and Class C shares of mutual funds. In all three
cases, the firms made recommendations and sales of mutual funds to their customers without considering
or adequately disclosing, on a consistent basis, that an equal investment in Class A shares would generally
have been more economically advantageous for their customers by providing a higher overall rate of return.
The firms also had inadequate supervisory and compliance policies and procedures relating to these mutual
fund sales.

In particular, NASD found that the firms did not consistently consider that large investments in Class A shares
of mutual funds entitle customers to breakpoint discounts on sales charges, generally beginning at the
$50,000 investment level, which are not available for investments in other share classes. Investors may be
entitled to breakpoints based on the amount of a single mutual fund purchase; the total amount of multiple
purchases in the same family of funds; and/or the total amount of mutual fund investments held, at the time of
the new purchase, by members of the customer's “household”—typically, accounts of close family members.

Unlike Class A shares, Class B shares are not subject to a front-end sales charge, but are subject to
contingent deferred sales charges (CDSCs) if the shareholder redeems his or her shares within a defined
period of time, generally six years. Class B and Class C shares are also subject to higher ongoing fees than
Class A shares for as long as they are held. Even though investors do not pay a frontend sales charge for
Class B or Class C shares, the potential CDSCs and the higher ongoing fees significantly affect the return
on mutual fund investments, particularly at higher dollar levels. See NASD News Release, “NASD Fines
Citigroup Global markets, American Express and Chase Investment Services More than $21 Million for
Improper Sales of Class B and C Shares of Mutual Funds” (March 23, 2005).

Regulation National Market System (NMS)
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The SEC adopted rules under Regulation NMS and two amendments to the joint industry plans for
disseminating market information. In addition to redesignating the national market system rules previously
adopted under Section 11A of the Exchange Act, Regulation NMS includes new substantive rules that are
designed to modernize and strengthen the regulatory structure of the U.S. equity markets.

First, the “Order Protection Rule” requires trading centers to establish, maintain, and enforce written policies
and procedures reasonably designed to prevent the execution of trades at prices inferior to protected
quotations displayed by other trading centers, subject to an applicable exception. To be protected, a quotation
must be immediately and automatically accessible.

Second, the “Access Rule” requires fair and non-discriminatory access to quotations, establishes a limit
on access fees to harmonize the pricing of quotations across different trading centers, and requires each
national securities exchange and national securities association to adopt, maintain and enforce written rules
that prohibit their members from engaging in a pattern or practice of displaying quotations that lock or cross
automated quotations.

Third, the “Sub-Penny Rule” prohibits market participants from accepting, ranking or displaying orders,
quotations or indications of interest in a pricing increment smaller than a penny, except for orders, quotations
or indications of interest that are priced at less than $1 per share.

Finally, the “Market Data Rules” and related Plan amendments update the requirements for consolidating,
distributing, and displaying market information, as well as amend the joint industry plans for disseminating
market information that modify the formulas for allocating plan revenues (Allocation Amendment) and
broaden participation in plan governance (Governance Amendment). Regulation NMS became effective
August 29, 2005. The compliance dates for the rules under Regulation NMS vary as follows. The Order
Protection Rule and Access Rule will be phased-in; the first phase-in date is June 29, 2006 and the second
phase-in date is August 31, 2006. The compliance date for the Sub-Penny Rule is January 31, 2006. The
compliance date for the Allocation Amendment is September 1, 2006. All other compliance dates coincide
with the effective date of Regulation NMS. See SEC Release No. 34-51808, Regulation NMS (June 9, 2005).

The NYSE has proposed to establish a Hybrid Market, which is pending review by the SEC. Assuming
regulatory approvals, the NYSE will introduce the Hybrid Market in phases beginning in fourth quarter 2005,
continuing into full rollout in third quarter 2006.

Research Analyst

New Qualification Requirements for Research Analysts

NASD Rule 1050 and NYSE Rule 344 have been amended to provide an exemption from the research
analyst qualification requirements for certain research analysts employed by member foreign affiliates in
jurisdictions that NASD and the NYSE have determined to have acceptable qualification standards and
research analyst conflict of interest rules. Currently, the exemption is available to research analysts in the
following jurisdictions: the United Kingdom, China, Hong Kong, Singapore, Thailand, Malaysia and Japan.
Eligibility for the exemption is conditioned on several factors, including imposition of NASD Rule 2711 and
NYSE Rule 472 on foreign affiliates and their research analysts in those instances where the research analyst
contributes to the preparation of a member's research report. The amendment became effective on April
1, 2005. See NASD NTM 05-24: NASD Announces Exemption from the Research Analyst Qualification
Requirements for Certain Employees Who Contribute to Member Research Reports (April 2005). See NYSE
Information Memo 05-23 Foreign Research Analyst Exemption.

The NASD and NYSE have amended NASD Rule 1050 and NYSE Rule 344 to provide an exemption from
the analysis portion of the Research Analyst Qualification Examination (Series 86) for certain applicants who
prepare only “technical research reports” and have passed Levels I and II of the Chartered Market Technician
(CMT) Certification Examination administered by the Market Technicians Association (MTA). See NASD
NTM 05-14: NASD Announces Exemption from the Analyst Portion of the Research Analyst Qualification
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Examination for Certain Applicants Who Prepare Only “Technical Research Reports” (February 2005). See
NYSE Information Memo 05-09, Rule 344- Research Analyst Qualification Examination (“Series 86/87”)
for Technical Research Analysts and Information Memo 05-16, Rule 344-Research Analyst Qualification
Examination (Series 86/87) for Technical Research Analysts. See SEC Release No. 34-51240 (February 23,
2005).

The SEC has approved a new NASD rule that requires supervisors of equity research analysts to pass either
the Series 87 or the NYSE Series 16 Supervisory Analyst qualification examination. This new rule augments
the existing requirement that supervisors of research analysts must be registered as a General Securities
Principal. Qualification requirements for supervisors must have been satisfied by August 2, 2005. See NASD
NTM 04-81: SEC Approves New NASD Qualification Requirements for Supervisors of Research Analysts
(November 2004).

Road Shows

The SEC has approved amendments to NASD Rule 2711 (Research Analysts and Research Reports) and
NYSE Rule 472 (Communications to the Public) to further insulate research analysts from the potential
influences of the investment banking department. The amendments prohibit (1) a research analyst from
participating in a road show related to an investment banking services transaction and from engaging in any
communication with a current or prospective customer in the presence of investment banking department
personnel or company management about an investment banking services transaction and (2) investment
banking department personnel from directing a research analyst to engage in sales and marketing efforts and
other communications with a customer about an investment banking services transaction. The rule change
expressly permits analysts to educate investors and internal personnel about an investment banking services
transaction, provided such communications are “fair, balanced and not misleading.”

The new rule became effective June 6, 2005. See NASD NTM 05-34: SEC Approves Amendments to
Rule 2711 to Prohibit Research Analysts from Participating in a Road Show and from Communicating with
Customers in the Presence of Investment Banking Personnel or Company Management About an Investment
Banking Services Transaction (May 2005). See NYSE Information Memo 05-34, Prohibition on Research
Analyst Participation in Road Shows.

Sales Practices

Penny Stocks

The SEC amended the definition of “penny stock” as well as the requirements for providing certain
information to penny stock customers. The amendments are designed to address market changes, evolving
communications technology and legislative developments. The amendments became effective on September
12, 2005. See SEC Release No. 34-51983, Amendments to the Penny Stock Rules (July 7, 2005).

Directed Brokerage Practices

On December 20, 2004, the SEC approved amendments to NASD Rule 2830(k), which governs NASD
members' execution of investment company portfolio transactions. The amended rule augments existing
proscriptions on directed brokerage practices by prohibiting a member from selling the shares of, or acting as
an underwriter for, any investment company if the member knows or has reason to know that the investment
company or its investment adviser or underwriter have directed brokerage arrangements in place that are
intended to promote the sale of investment company securities. The amendments also eliminated an existing
provision in the rule that permitted a member, subject to certain conditions, to sell or underwrite the shares
of an investment company that follows a policy of considering fund sales in determining whether to send
portfolio transactions to a broker-dealer. The rule change became effective February 14, 2005. See NASD
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NTM 05-04: SEC Approves Amendments to NASD Rule 2830(k) to Strengthen Prohibitions on Investment
Company Directed Brokerage Arrangements (January 2005).

Sales Contests

NASD currently restricts the payment and acceptance of non-cash compensation in connection with the sale
of direct participation programs (DPPs), variable insurance contracts, investment company securities, and
public offerings of real estate investment trusts (REITs) and other securities. NASD also prohibits internal
non-cash sales contests in connection with the sale of variable insurance contracts or investment company
securities unless they meet certain criteria, including that such contests are based on principles of total
production and equal weighting. NASD has proposed to expand the prohibitions of noncash compensation
to the sale and distribution of any security or type of security, rather than just those enumerated above.
NASD also has proposed to prohibit all product-specific cash and non-cash sales contests as defined by
the proposed rule. See NASD NTM 05-40: NASD Requests Comment on Proposal to Prohibit All Product-
Specific Sales Contests and to Apply Non-Cash Compensation Rules to Sales of All Securities (May 2005).

Structured Products

NASD staff is concerned that members may not be fulfilling their sales practice obligations when selling
these instruments, especially to retail customers. NASD provides guidance to members concerning their
obligations when selling structured products, including the requirements to: (1) provide balanced disclosure
in promotional efforts; (2) ascertain accounts eligible to purchase structured products; (3) deal fairly with
customers with regard to derivative products; (4) perform a reasonable-basis suitability determination; (5)
perform a customer-specific suitability determination; (6) supervise and maintain a supervisory control
system; and (7) train associated persons. See NASD NTM 05-59: NASD Provides Guidance Concerning the
Sale of Structured Products (September 2005).

Short Sales: Reg SHO

In July 2004, the SEC adopted new Regulation SHO under the Exchange Act to provide a new regulatory
framework governing short selling of securities. Among other things, Regulation SHO (1) requires broker-
dealers to mark sales in all equity securities “long,” “short,” or “short exempt”; (2) includes a temporary rule
that establishes procedures for the SEC to suspend temporarily the operation of the current “tick” test and any
short sale price test of any exchange or national securities association, for specified securities; (3) requires
short sellers in all equity securities to locate securities to borrow before selling; and (4) imposes additional
delivery requirements on broker-dealers for securities in which a substantial number of failures to deliver
have occurred. Together with the Regulation SHO adopting release, the SEC issued an order (Pilot Order)
establishing a one-year pilot suspending the provisions of Rule 10a-1(a) under the Exchange Act and any
short sale price test of any exchange or national securities association for short sales of certain securities for
specified periods of time. The SEC also adopted amendments to remove the shelf offering exception, and
issued interpretive guidance concerning sham transactions designed to evade Regulation M. For additional
information, see the Short Sales section of the SEC's Web site at www.sec.gov/spotlight/shortsales.htm, and
in particular, the Q&A developed by the Division of Market Regulation at www.sec.gov/divisions/marketreg/
mrfaqregsho1204.htm. See also CBOE Regulatory Circulars RG05-020 and RG05-046.

The SEC Division of Market Regulation also issued two No-Action Letters granting relief from the order-
marking requirements under the Regulation SHO Pilot in certain circumstances. In this regard, the NYSE
and NASDAQ have established a “masking” process, as described in the SEC's No-Action Letter (Division of
Market Regulation: No-Action Letter to the Securities Industry Association, April 15, 2005). See also NASD
NTM 05-33; Short Sales in Pilot Securities and Order-Marking Requirements under SEC Regulation SHO
(April 2004). In addition, members and member organizations using their own proprietary or vendor order
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management systems are responsible for making appropriate system changes to ensure proper handling of
pilot securities.

To aid members and member organizations in complying with Regulation SHO and the Pilot Order, the NYSE
and NASDAQ have posted on their Web sites their respective lists of pilot securities, as established by the
Pilot Order. The NYSE has worked with the SEC in obtaining a procedure to grant specialist organizations
no-action relief from the close out requirements of Rule 203(b)(3) of Regulation SHO. Also, the NYSE has
enhanced its Exchange Filing Platform (EFP) system to add a new EFP contact in the membership profile
information for Regulation SHO.

Finally, with respect to NASD Order Audit Trail System (OATS) requirements and NYSE books and records
requirements, members and member organizations also may mark their OATS report consistent with the
SEC's order-marking relief. See NASD NTM 04-93: Issues Relating to the SEC's Adoption of Regulation
SHO (December 2004). See also NYSE Information Memo 04-54, Adoption of New Provisions Affecting the
Regulation of Short Sales, Information Memo 04-64, SEC Postpones Short Sale Pilot Program, the Exchange
Proposes to Amend its Short Sale Rules (440B & 440C) and Other Regulation SHO Implementation Issues,
Information Memo 05-27, Amendments to NYSE 440F and 440G to Include Short-Exempt Sales on Reports
of Short Interest (i.e., Form SS20 & 121), Information Memo 05-30, The Exchange Publishes List of Pilot
Securities Pursuant to Regulation SHO and Provides Guidance on the Regulation, Information Memo 05-33,
Reg SHO Pilot - Considerations Relating to Selling Securities Short on the Floor of the Exchange and
Member Education Bulletin 2005-07 Procedures for Entry and Transmission of Short Exempt CAP-DI Orders.

Supervision

Annual Compliance Meetings

On April 25, 2005, the SEC approved amendments to NASD Rule 3010(a)(7) to require that registered
principals, in addition to registered representatives, attend an annual compliance meeting. The SEC also
approved amendments to NASD Rules 3010(a), 3010(a)(3), and 3010(b)(1) to clarify that the scope of these
rules specifically extends to registered representatives, registered principals, and other associated persons.
The amendments became effective July 25, 2005. See NASD NTM 05-44: SEC Approves Amendments
Relating to Annual Compliance Meetings (June 2005).

Mutual Fund/Variable Annuity Sales Practice and Supervision

Disclosures made in connection with retail sales of investment company shares (mutual funds) and variable
annuities have raised ongoing regulatory concerns, particularly with respect to the recently prohibited practice
of directed brokerage, as well as issues involving revenue sharing and suitability. The NYSE has released an
information memo clarifying requirements for disclosures and sales practices and remind my members and
member organizations and associated persons of their disclosure obligations under existing NYSE and/or
SEC rules. See NYSE Information Memo 05-54, Disclosures and Sales Practices Concerning Mutual Funds
and Variable Annuities.

Customer Complaints

On April 13, 2005, the SEC approved new NYSE Rule 401(A) (Customer Complaints) regarding
acknowledgements and responses to customer complaints, as well as corresponding amendment to
NYSE Rule 476A (Imposition of Fines for Minor Violations(s) of Rules) to allow the Exchange to sanction
members' and member organizations' less serious violations of Rule 401A. NYSE Rule 351 (Reporting
Requirements) specifies certain occurrences, incidents, and period information that the Member must report
to the Exchange. Rule 351(d) requires members and member organizations to report to the Exchange
statistical information regarding specified verbal and written customer complaints. Exchange examiners
reviewing compliance with Rule 351(d) discovered instances in which member organizations failed to
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acknowledge or respond to customer complaints. New Rule 401A makes acknowledging and responding to
customer complaints mandatory.

Taping Rule

On May 5, 2005, the SEC approved amendments to NASD Rule 3010(b)(2) (Taping Rule). The amendments
require firms that are seeking an exemption from the Rule to submit their exemption requests to NASD within
30 days of receiving notice from NASD or obtaining actual knowledge that they are subject to the provisions
of the Rule. The amendments also clarify that firms that trigger application of the Taping Rule for the first time
can elect to either avail themselves of the one-time “opt out provision” or seek an exemption from the Rule,
but they may not seek both options. The amendments became effective August 1, 2005. See NASD NTM
05-46: SEC Approves Amendments Relating to Taping Rule “Opt Out” and Exemption Provisions (July 2005).

Trade Reporting

Trade Reporting and Compliance Engine (TRACE)

NASD implemented amendments to Rule 6250 requiring the immediate or delayed dissemination of
information on TRACE transactions in two stages (hereinafter, Stage One and Stage Two). The amendments
were approved by the SEC on September 3, 2004 and are described in detail in SR-NASD-2004-094, NASD
NTM 04-65 (September 2004), and NASD NTM 05-02 (January 2005). The implementation dates of Stage
One and Stage Two were October 1, 2004 and February 7, 2005, respectively. With the implementation of
Stage Two, all transactions in TRACE-eligible securities are publicly disseminated on an immediate or a
delayed basis, except transactions in TRACE-eligible securities that are issued pursuant to Section 4(2) of the
Securities Act and are purchased or sold pursuant to Rule 144A under the Securities Act. On July 1, 2005,
the period to report a transaction in a TRACE-eligible security was reduced to 15 minutes. TRACE data is
available free of charge to investors at www.nasdbondinfo.com.

Municipal Securities Real-Time Transaction Reporting

On January 31, 2005, the MSRB began requiring brokers, dealers and municipal securities dealers to report
transactions in municipal securities within 15 minutes of execution. The MSRB then makes this “real-time”
pricing information available to the marketplace. The Bond Market Association, which represents fixed-
income brokers and dealers, posts the MSRB data free of charge on www.investinginbonds.com. Through a
searchable database at this website, investors can view municipal bonds by state, credit rating or maturity.

The MSRB published a notice to brokers, dealers and municipal securities dealers reminding them of the
need to report municipal securities transactions accurately and to minimize the submission of modifications
and cancellations to the Real-Time Transaction Reporting System (RTRS). Each transaction initially should
be reported correctly to RTRS. Thereafter, only changes necessary to achieve accurate and complete
transaction reporting should be submitted to RTRS. Changes should be rare since properly reported
transactions should not need to be corrected. See MSRB Notice 2005-13, Reminder Regarding Modification
and Cancellation of Transaction Reports: Rule G-14. The MSRB also published a notice reminding dealers of
trade reporting procedures with respect to “step outs” and other inter-dealer deliveries that are not the result
of interdealer transactions. See MSRB Notice 2005-22, Notice of Comparison of Inter- Dealer Deliveries that
Do Not Represent Inter-Dealer Transactions—“Step Out” Deliveries: Rules G-12(f) and G-14. In addition,
the MSRB amended Rule G-34, on CUSIP numbers and new issue requirements, to facilitate real-time
transaction reporting of new issue municipal securities. See MSRB Notice 2005-03, Amendments Approved
to Rule G-34 to Facilitate Real-Time Transaction Reporting.

The MSRB has devoted a section of its Web site (www.msrb.org) to information pertaining to transaction
reporting.

To Obtain More Information
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For more information about publications, contact the SROs at these addresses:

Self-Regulatory Organization Address and Phone Number Online Address
 

American Stock Exchange American Stock Exchange
Marketing Department 86 Trinity
Place New York, NY 10006
(800) THE-AMEX

www.amex.com
www.amextrader.com

 

Chicago Board Options Exchange Chicago Board Options Exchange
400 S. LaSalle Street Chicago, IL
60605
(877) THE-CBOE Email:
help@cboe.com

www.cboe.com

 

Municipal Securities Rulemaking
Board

MSRB Publications Department
1900 Duke Street, Suite 600
Alexandria, VA 22314
(703) 797-6600

www.msrb.org

 

NASD NASD MediaSource P.O.
Box 9403 Gaithersburg, MD
20898-9403
(240) 386-4200

www.nasd.com

 

New York Stock Exchange New York Stock Exchange
Publications Department 11 Wall
Street, 18th Floor New York, NY
10005
(212) 656-5273 or (212) 656-2089

www.nyse.com

 

Philadelphia Stock Exchange Philadelphia Stock Exchange
Marketing Department 1900
Market Street Philadelphia, PA
19103
(800) THE PHLX or (215)
496-5158

www.phlx.com
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 05-82

Click to open document in a browser

October 27, 2005

   ATTENTION: CHIEF EXECUTIVE OFFICER, FINANCIAL & OPERATIONS OFFICER, MANAGING
PARTNERS, CREDIT AND MARGIN DEPARTMENTS, COMPLIANCE AND LEGAL DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NOTIFICATION OF INTENT TO PARTICIPATE IN "PORTFOLIO MARGIN" PILOT

On August 18, 2005 the New York Stock Exchange issued Information Memo Number 05-56 regarding
"Portfolio Margin” Amendments to Rule 431 (Margin Requirements) and Rule 726 (Delivery of Options

Disclosure Document). 1 

Member Organizations that intend to participate in this pilot program are advised to notify their Finance
Coordinator prior to commencement.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release No. 34-52031, dated July 14, 2005.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 05-81

Click to open document in a browser

October 26, 2005

   ATTENTION: FLOOR MEMBERS, CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, COMPLIANCE
AND LEGAL DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: SPECIALIST AND FLOOR BROKER OBLIGATIONS IN CONNECTION WITH SPECIALIST
PARITY WITH ORDERS REPRESENTED IN THE CROWD UNDER RULE 108

The purpose of this Information Memo is to reiterate the New York Stock Exchange’s (the “Exchange” or
“NYSE”) long-standing interpretation of NYSE Rule 108(a) regarding the specialist trading on parity with
orders in the Crowd when the specialist is establishing or increasing his or her position.

The Exchange interprets NYSE Rule 108(a) as permitting a specialist to be on parity with orders in the Crowd
when the specialist is establishing or increasing his or her position, provided that the brokers representing
orders in the Crowd permit to the specialist trading along with them by not objecting to such participation. This
is consistent with other rules that permit a specialist to trade on parity with the Crowd, such as NYSE Rule
123A.30, which expressly authorizes Floor brokers to permit a specialist to go along with brokers’ convert-
and-parity (“CAP”) orders, regardless of the specialist’s proprietary position.

NYSE Rule 108(a) provides that a specialist making a bid or offer on an order for his (or her) own account
to establish or increase a position in a stock is not “entitled” to parity with a bid or offer that originates off the
Floor. An exception is made for so-called “G” orders, which are orders that originate off the Floor and are
executed pursuant to Section 11(a)(1)(G) of the Securities Exchange Act of 1934 (the “SEA”) and SEA Rule
11a1-1(T) thereunder. But, because the rule only speaks to the specialist not being “entitled” (i.e., not having
an unconditional right) to be on parity rather than flatly prohibiting him from being on parity, NYSE Rule
108(a), by its terms, does not preclude the specialist from trading on parity when establishing or increasing
the specialist’s position if the brokers in the Crowd raise no objection.

In connection with specialists trading on parity under NYSE Rule 108(a), members and member organizations
should adhere to the following procedures:

1. Obligations of Specialists and Specialist Organizations

Specialists and specialist organizations are reminded that in order to ensure that brokers in the
Crowd are making informed decisions when they permit a specialist who is establishing or increasing
his or her position to trade along with the Crowd, the specialist must clearly announce his or her
intention to trade on parity, and must give brokers representing orders in the Crowd a reasonable

opportunity to object. 1   The obligation set out in this paragraph does not apply when specialists are
handling CAP orders.

In the event that a Floor broker objects to the specialist trading on parity under NYSE Rule 108(a), the
specialist must honor such request and refrain from trading on parity for that trade. Specialists and specialist
organizations are also advised that notwithstanding the Exchange’s interpretation, in determining whether to
effect transactions under NYSE Rule 108(a), they remain bound by the reasonable necessity requirements
of NYSE Rule 104. Thus, even if no Floor broker objects to the specialist trading on parity under NYSE Rule
108(a), such transactions by the specialist may nevertheless be inappropriate if the specialist’s participation
is not reasonably calculated to contribute to the maintenance of price continuity with reasonable depth, or to
minimize the effects of temporary disparities between supply and demand that are immediate or reasonably
anticipated.
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Obligations of Floor Broker Members and Member Organizations

Floor brokers who object to the specialist trading on parity under NYSE Rule 108(a) with orders that they

are representing must openly and audibly state such objections and document them. 2   If a Floor broker is
making a continuing objection for all executions pertaining to the order he or she is representing, the objection
should be stated (and subsequently documented as discussed below) when the Floor broker enters the
Crowd. If a Floor broker is objecting only in specific auctions (but not for all executions pertaining to the order
he or she is representing), the objection should be stated (and subsequently documented as discussed
below) when the specialist announces, in connection with a particular auction, that he or she is seeking to
trade on parity. Brokers who have not made a firm bid or offer in the particular auction where the specialist
expresses an intention to trade on parity would not have standing under NYSE Rule 108(a) to object to the
specialist trading on parity in that auction.

The Exchange expects that when a Floor broker objects to the specialist trading on parity in
connection with an order he or she is representing, the Floor broker must document his or her
objection at the time the report of execution is issued in connection with such order. Floor broker
members and member organizations must keep appropriate records of their objections pursuant to
Securities Exchange Act Rule 17a-3 and NYSE Rule 440. The Exchange may from time to time revise
or supplement the documentation requirements as necessary, and will notify members and member
organizations accordingly.

Floor broker members and member organizations must disclose to customers that in executing orders on
the Floor, the Floor broker may permit the specialist to trade on parity with the order for some or all of the
executions associated with filling that order, where such permission would not be inconsistent with the
broker’s best execution obligations. Disclosures should be written and reasonably calculated to provide
customers with sufficient notice of the Floor broker’s practice in this regard. For example, such disclosure
could be in the form of an affirmative written notice that is provided to customers in advance of trading.

In deciding whether to permit a specialist to trade on parity with orders that they are representing, Floor
brokers must be mindful of their “best execution” obligations under the NYSE Rules 13.20, 123A.41, 123A.42
and 123A.44, including the obligation that they use due diligence to execute the order at the best price
available to them under the published market procedures of the Exchange (subject to the customer’s limit
price, if the order is a limit order). Provided that they have made appropriate disclosures to their customers,
Floor brokers are not required to obtain separate customer approval to permit the specialist to trade on parity
under NYSE Rule 108(a) for each order or trade, but may rely on the disclosures to customers and any
resulting guidance provided by their customers, as described above.

If a broker believes that a specialist has improperly traded on parity with his or her order, the broker should
promptly alert any member of the On-Floor Surveillance Unit, located in the Extended Blue Room, or contact
Pat Giraldi, Director of the unit, at (212) 656-6804.

3. All Members and Member Organizations

Members and member organizations should take steps to inform and educate management and associated
persons regarding the information contained in this Information Memo, and are reminded that pursuant to
Exchange Rule 342, they must have appropriate systems, procedures and controls for ensuring compliance
with the above-referenced policies.

* * *

Questions regarding the above may be directed to Patrick Giraldi, Director, Market Sruveillance, at (212)
656-6804, Gordon Brown, Manager, On-Floor Surveillance Unit, in the Extended Blue Room or at (212)
656-5321, or Daniel M. Labovitz, Director, Market Surveillance, at (212) 656-2081.

___________________________
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Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Pursuant to NYSE Rule 104.10(6)(i)(C), the specialist must similarly announce that he or she intends
to trade on parity, and give brokers a meaningful opportunity to object. Please note that NYSE Rule
104.10(6)(i)(C) applies only when a specialist is liquidating or decreasing a position. Brokers who
object to the specialist trading on parity must state as such and must record such objection using the
procedures described in this memo in connection with NYSE Rule 108(a). Brokers are reminded that
where a customer has specifically requested that the specialist not be on parity with the customer’s order
under NYSE Rule 104.10(6)(i)(C), such request is a condition of the order and must be documented
pursuant to NYSE Rule 123(g).

2  Upstairs firms must maintain records of customer disapprovals when such is provided.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 05-80

Click to open document in a browser

October 13, 2005

   ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, CHIEF FINANCIAL OFFICER,
COMPLIANCE AND LEGAL DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: BUSINESS CONTINUITY AND CONTINGENCY PLANS

Introduction

The unfortunate aftermaths of Hurricanes Katrina and Rita reinforce the need for members and member

organizations to have effective Business Continuity and Contingency Plans (“BCPs”) in place. 1   The
Exchange is issuing this Information Memo as a follow up to NYSE Information Memo No. 04-24, which
addresses the requirements of Exchange Rule 446 (“Business Continuity and Contingency Plans”). This
memo provides general guidance and responds to specific questions that have arisen in connection with
BCPs. It is intended to assist members and member organizations in developing comprehensive and effective
BCPs.

General BCP Requirements

In preparing a BCP, members and member organizations should emphasize:

1. Multiple levels of back-ups;

2. Geographic diversity of back-up facilities and outsourced services;

3. Up-to-date technology for backup facilities;

4. A variety of telecommunications options;

5. Robust testing of BCPs and all back-up facilities; and

6. Time-recovery standards and business prospects for a variety of situations. 2 

Specific Questions Regarding BCPs

The following question and answer series addresses specific questions that have arisen regarding certain
provisions of Rule 446.

1. Does the BCP review required by Rule 446(b) include a testing component? 3   If so, who shall
perform the testing and how should it be administered?

Risk assessment is an essential component of business continuity planning. When preparing, updating, and
maintaining a BCP, members and member organizations must dedicate resources to periodically assess risk
factors so that plans remain viable and effective in light of evolving circumstances.

Accordingly, good business practice dictates that BCPs undergo testing as a component of the Rule 446(b)

review. 4   Members and member organizations cannot effectively verify that an acceptable and effective
plan is in place without testing various elements of the plan, such as ensuring prompt access to customer
funds and securities, the viability of back-up facilities and technology, and connectivity to key constituencies.
Administering BCP testing internally, hiring a qualified third party, and participating in organized industry-wide

testing days can be effective measures for testing the sufficiency of BCPs. 5   Testing should be conducted at
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least annually, or more frequently if deemed necessary by a member or member organization. The necessity
for more frequent testing will, in large part, depend on the nature and complexity of a member’s or member
organization’s business (e.g., a firm which conducts a public business vs. a firm that conducts only proprietary
business). While members and member organizations need not independently test those functions and
services provided by the Exchange, they must otherwise verify that resources and alternate facilities to
be provided by third parties will be available if needed. When conducting an examination of a member or
member organization, Exchange staff will review to determine whether BCP testing has been conducted. The
frequency of plan testing, the types of tests that have been performed, employee participation in the tests, the
results of the tests, whether management has been informed of the results, whether corrective actions were
taken, and whether any modifications to the plan have been made are among the areas that will be reviewed.

The senior officer designated, pursuant to Rule 446(g), to be responsible for the annual review and approval
of the BCP must ensure that adequate BCP testing has taken place. Senior management of members and
member organizations should be involved in confirming that BCPs have been effectively tested. Management
is responsible for evaluating the risks and merits of various testing procedures and developing strategies

based on a range of situations. 6   Senior management and boards of directors should also be involved in
identifying and managing risk assessment, making BCPs a priority, and providing sufficient resources to

maintain oversight and testing. 7 

Coordinated BCP Testing

Business continuity planning decisions made by one institution may affect the safety and soundness of

other institutions and, possibly, the very functioning of the financial markets. 8   BCPs must be prepared
and tested practically, taking into consideration the broad interdependence among industry participants.
Member and member organization participation in industry-wide testing is encouraged by the Exchange.
The Exchange recommends that the tests include trials with all interdependent entities and that they
be documented in a prescribed manner in accordance with the provisions of Rule 446. Members and
member organizations should coordinate with key external entities that could cause a BCP to fail such as
telecommunications and service providers, subsidiaries and suppliers, and outsourced functions. Examples
of testing practices include, but are not limited to, exercises where “dummy” orders are sent by members
and member organizations to markets and industry sites which send back simulated execution reports,
communication tests between back-up facilities and technologies, and interactions with DTCC and other such

entities. 9 

2. Under what conditions may a member or member organization outsource mission critical systems,
10   as defined in Rule 446, to outside vendors?

Members and member organizations must develop specific procedures to follow in the event of a significant
business disruption of any outsourced function. Mission critical systems, as addressed by a BCP, may be
outsourced by members and member organizations but specific guidelines apply. Mission critical systems and
their back-ups must be identified in a BCP according to Rule 446(c)(2). If a member or member organization
relies on another entity for any mission critical systems, the member’s or member organization’s BCP must
also: (1) incorporate back-up plans for the services provided by the other entity, (2) address the relationship
with the other entity, and (3) allow a certain level of transparency to the service provider’s BCP.

If a member or member organization plans to outsource any mission critical system, appropriate due diligence
must be conducted with respect to the experience and ability of the outside entity to perform the outsourced
function. Members and member organizations must ensure that critical functions or services can be restored
within acceptable time frames based upon the needs of the institution and its customers and detail these

arrangements in the BCP. 11   Members’ and member organizations’ outsourcing arrangements should
require that the service provider test outsourced functions and review results to ensure that the provider
can fulfill its obligations to the member or member organization. A member or member organization should
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understand that a service provider’s ability to perform outsourced functions affects the member’s or member
organization’s ability to comply with Rule 446.

Risk levels must be assessed and documented when a member or member organization outsources mission
critical systems. When an external entity is engaged to perform a service, it could result in an increased
risk level with regard to some aspects of a member’s or member organization’s BCP. This risk must be
considered by members and member organizations and mitigated wherever possible. Some potential risks
related to the outsourcing of mission critical systems and other operations, as identified by the FFIEC, include
threats to security, availability and integrity of systems and resources, conflicts of information, and regulatory

compliance. 12 

3. What level of detail is required for disclosure of BCPs?

Rule 446(d) 13   requires each member and member organization to disclose 14   to its customers how
its BCP addresses the possibility of a significant business disruption and how the member or member

organization plans to respond to events of varying scope. 15   Members and member organizations need
not disclose their plans in-depth; rather, the rule requires a summary of the plan and a general outline of
its design. Disclosures need not include such detail as: the specific location of any back-up facilities, any
proprietary information contained in the plan, or the parties with whom the member or member organization
has back-up arrangements. The  existence of back-up facilities and arrangements would, however, need to
be disclosed on a firm’s website. BCP disclosures posted on websites must also contain a notice that such
disclosures are subject to modification.

The summary of a member’s or member organization’s BCP should include a discussion of how the
member or member organization intends to respond to events of varying scope (e.g., a firm-only disruption,
a disruption to a single building, a disruption to a business district, a city-wide disruption, and a regional
disruption); whether the member or member organization intends to continue its business during each
scenario; whether the member or member organization will resume function at a reduced level; planned

recovery times; contact information; 16   and specific procedures for customers to gain access to their funds
and securities. The summary, which should be disclosed on a firm’s website, should be a basic framework

that can be readily compared to other BCPs. 17   This requirement allows investors to comparatively evaluate
a member’s or member organization’s BCP when determining where to maintain their funds and securities.

4. What constitutes “prompt access” to customer funds under 446(c)(10)?

Rule 446(c)(10) requires that each BCP address how members and member organizations will ensure

customers’ prompt access to their funds and securities if a determination is made to discontinue business. 18  
If a member or member organization has customers, the stand-by procedures to be employed to ensure such

access must be detailed and thorough. 19   A general discussion of these procedures must be included in the

member’s or member organization’s BCP. 20 

The term “prompt” does not reference a specific time period but is intended to assure that access to customer
funds be granted within a reasonable time depending on the scope and severity of the significant business
disruption. Members or member organizations must consider, and include in their BCP, time-recovery
standards for customer access to funds based upon the significance or level of business disruption. This
determination should be assessed according to a firm’s determination of projected recovery time and
resumption of activity following events of varying scope, as required by Rule 446(d).

5. What is the Relationship between a Clearing Firm’s and an Introducing Firm’s BCP?

Clearing and settlement of transactions are vital components of business continuity planning. Where a
member or member organization relies on a clearing firm or some other entity for these functions, the
organization should have knowledge of and access to relevant parts of the clearing firm’s or other entity’s

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

321

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE446/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


(e.g., service bureau) BCP and be able to make them available to the Exchange. 21   An introducing firm
must, at a minimum, review and address areas of the clearing entity’s BCP that are specific to its own BCP

functions, and be generally aware of what such clearing entity’s BCP contemplates as a whole. 22   Sound
business practice dictates that introducing members and member organizations assess whether a clearing
entity’s BCP enables the introducing firm to meet the requirements of Rule 446.

Given that clearing and settlement functions fall within the purview of “mission critical systems,” members and
member organizations that rely on external entities for such functions should refer to Questions 1 and 2.

Note that appropriate due diligence is required with respect to all outsourced functions, even when
outsourced or assigned to an entity subject to self-regulatory organization (“SRO”) regulation or federal
securities laws (e.g., clearing agencies, broker-dealers, financial holding companies, and US financial
institutions regulated by a federal functional regulators).

6. If a member organization’s parent has a BCP, to what extent can the member organization rely on
this plan?

Members and member organizations, while responsible for all aspects of their BCP, may rely upon elements
of a parent company’s corporate-wide BCP provided that the parent’s plan enables the subsidiary to comply

with Rule 446. 23   In addition, the subsidiary member or member organization must ensure that the parent’s
plan allows the subsidiary to comply with Exchange rules on record keeping and supervision for purposes
of Rule 446. The parent corporation must grant the Exchange access to its BCP upon request. If access is
not granted, the subsidiary member or member organization will be deemed not to have complied with Rule

446 requirements. 24   Even if the parent company is not a member organization, the elements of the parent
company’s BCP being relied upon must meet the requirements of Rule 446.

Questions concerning this Information Memo may be addressed to William Jannace at (212) 656-2744,
Gregory Taylor at (212) 656-2920, or Stephen Kasprzak at (212) 656- 5226.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See NYSE Information Memos No. 05-63 dated September 2, 2005 and No. 05-71 dated September
23, 2005 that offer Exchange guidance on acceptable standards and procedures in the event of natural
disasters such as Hurricane Katrina or Hurricane Rita.

2  See Implications of 9/11 for the Financial Services Sector, Remarks by Vice Chairman of the Federal
Reserve Board, Roger W. Ferguson, Jr., May 9, 2002, at URL: http://www.federalreserve.gov/boarddocs/
speeches/2002/20020509/default.h (Recovery expectations are “highest for institutions whose activity
can significantly affect others, such as those who perform critical functions, major clearing and
settlement entities and institutions that act as financial ‘utilities.’”)

3  See NYSE Information Memo 04-24 dated April 24, 2004. (“ Rule 446(b) requires members and member
organizations to conduct at least annually a review of their BCPs to determine whether modifications
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are necessary in light of changes to operations. Moreover, BCPs must be updated whenever there is
a material change in a firm's operations, structure, business, or location that affects the information set
forth in the BCP.”)

4  See SEC, Summary of Lessons Learned from Events of September 11, 2001 and Implications for
Business Continuity, February 13, 2002 (“The effectiveness of common business continuity strategies
needs to be assured, whether through planning or testing or through regular use. Some institutions found
that their routine testing of their business continuity plans as frequently as monthly or quarterly helped
considerably in dealing with crisis, relative to annual or less frequent testing.”)

5  The Securities Industry Association (“SIA”), the Bond Market Association (“TBMA”) and the Futures
Industry Association (“FIA”) in coordination with Depository Trust and Clearing Corp. (“DTCC”),
Securities Industry Automation Corp. (“SIAC”) and other organizations, will lead an industry-wide
business continuity test on Saturday, October 15, 2005. For more information, visit the SIA website at
URL: http://www.sia.com.

6  The Fed recommends that BCP testing include participation from all relevant areas of organizations,
including expanded scenarios that account for the effects that might flow from sudden, external events.
See supra note 2.

7  Business Continuity Planning Booklet, Federal Financial Institutions Examination Council (“FFIEC”),
available at URL: http://www.ffiec.gov. The FFIEC recommends a process-oriented approach involving:
business impact analysis, risk assessment, risk management and risk monitoring.

8  See supra note 2.
9  See supra note 5.

10  “The term “mission critical system,” pursuant to Rule 446(e), means any system that is necessary,
depending on the nature of a member’s or member organizations’ business, to ensure prompt and
accurate processing of securities transactions, including order taking, entry, execution, comparison,
allocation, clearance and settlement of securities transactions, the maintenance of customer accounts,
access to customer accounts and the delivery of funds and securities.”

11  Contracts with telecommunications and service providers should include detailed business timerecovery
standards that meet BCP needs for the financial institution (see supra note 2).

12  See supra note 7.
13  NYSE Rule 446(d) (“At a minimum, the disclosure must be in writing at account opening, posted on the

member’s or member organization’s website if they have one, and mailed to customers upon request.”)
14  The disclosure requirement is intended to deter members and member organizations from creating plans

that do not adequately address contingency planning.
15  The disclosure requirements of Rule 446(d) apply only to public customers and to members and member

organizations that service public customers. However, as a good business practice, consideration should
be given to extending such disclosure to critical business constituents, banks, and counter-parties,
where appropriate.

16  Examples include an interactive website funtion or a toll-free number that customers could utilize to gain
up-to-date information regarding the status of their account, the status of the firm, detailed instructions
on how to access funds and securities, and any updates to recovery timelines.

17  SEC Release 34-49537, April 7, 2004, at 19590 re: SR-NYSE-2002-35.
18  Response to Comments to Amendment No. 4 to File SR-NYSE-2002-35, March 23, 2004, at page 4.
19  See supra note 1, which references guidance for handling customer funds and securities when a

member or member organization has been displaced due to a natural disaster.
20  See supra note 3. In choosing to cease its operations, a member must do so in a manner consistent

with applicable laws, and SEC and Exchange rules. (“If a member or member organization believes
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that Securities Investors Protection Corporation rules or any other rules may be relevant to impact its
fulfillment of this requirement, the member or member organization should include compliance with
SIPC or other rules in its BCP. However, members and member organizations may not rely on SIPC
membership, by itself, to satisfy their obligations under Rule 446(c)(10).”)

21  See supra note 1. (“Member organizations that clear for introducing firms which are unable to conduct
business are encouraged to accept liquidating orders from customers so that customers’ access to funds
is not restricted.”); see supra note 1. “If a clearing firm is no longer operational, introducing firms that use
such clearing firms are required to enter into a new clearing agreement with another clearing firm.”

22  See supra note 3.
23  The record keeping, supervision, creation, execution, and updating of a parent BCP must comply with

NYSE Rule 446.
24  See supra note 4.
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October 13, 2005

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: REVISED IMPLEMENTATION DATES FOR THE ELIMINATION OF ALL OR NONE AND FILL
OR KILL ORDERS

The implementation date for the elimination of All or None (“AON”) and Fill or Kill (“FOK”) order types has
been changed from October 17, 2005 to Monday, October 24, 2005.

All AON orders which are Good ‘Til Cancel (“GTC”) or Good ‘Til Executed (“GTX”) will expire at the close of
business on Friday, October 21, 2005, rather than October 14, 2005 as previously announced. Beginning
October 24, 2005, an AON or FOK order that is submitted will be rejected with the message “Service
unavailable for (symbol)”.

For more information regarding the elimination of AON and FOK order types, see Information Memo 05-68.

Questions concerning the subject matter of this Memo should be addressed to:

Business Issues:

Laura Morrison (Member Firm Sales and Client Services) at (212) 656-4066

Robert Airo (Member Firm Sales and Client Services) at (212) 656-5663

Regulatory Issues:

Donald Siemer (Rule Development) at (212) 656-6940

Jeff Rosenstrock (Rule Development) at (212) 656-5499

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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October 12, 2005

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, CREDIT AND MARGIN
DEPARTMENTS, COMPLIANCE AND LEGAL DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: MARGIN EXTENSION (MEX) AND FIRM EXTENSION (FEX) SYSTEM AND NEW
REQUIREMENTS PILOT

The New York Stock Exchange (“the NYSE”) is adding new requirements for the submission of margin
extensions requests pursuant to Federal Reserve Board Regulation T 220.4 (“Margin Account”), 220.8
(“Cash Account”) and Securities Exchange Act Regulation 15c3-3m (“Completion of Sell Order on Behalf

of Customers”). These new requirements consist of the addition of the NYSE Branch Code 1   and

Correspondent Firm 2   and will be deployed initially in a Pilot Phase. This information will be utilized to
identify concentrations of extensions from correspondent firms and branch offices, which may be indicative
of possible financial or operational risk, as well as sales practice concerns. The NYSE has selected several
member organizations to participate at this time.

The effective date for this pilot will be December 1st and is scheduled to run for approximately 60 days.
However, this effective date applies only to those member organizations that are participating in the pilot. At
the completion of the pilot another Information Memo will be distributed to introduce these new requirements
to ALL member organizations that clear customer accounts.

The new requirements apply to member organizations that file either via EFP (Electronic Filing Platform) or
CPU to CPU transmission. The following is a breakdown of the new extension requirements:

Filing via EFP:

1) The NYSE Branch Code will need to be selected from a drop-down list containing a list of NYSE branch
codes. If the branch code field is left blank the user will not be able to proceed with processing the extension.

2) A new checkbox indicator will be added asking the user if the extension is being filed on behalf of a
correspondent firm.

3) If the checkbox is selected the name of the correspondent firm will be required. If the name of the
correspondent firm is not entered the user will not be permitted to proceed with processing the extension.

Filing via CPU to CPU:

1) Member organizations that file extensions via SIAC will need to make changes to the CPU to CPU file
format in order to provide the new information outlined below:

a. The NYSE Branch Code will be required. If an accurate NYSE Branch Code is not provided the result will
be a denied extension. Member organizations can obtain a list of the current NYSE Branch Codes from EFP.

b. An indicator as to whether or not the extension is being filed on behalf of a correspondent firm will be
required.

c. If the extension is being filed on behalf of a correspondent firm then the name of the correspondent firm will
also be required. If the name of the correspondent firm is not provided this will result in a denied extension.

If you have any questions or concerns regarding this memo or would like to volunteer your member
organization’s participation in this pilot, please contact Albert Lucks at 212-656-5782, Steve Yannolo at
212-656-2274 or Debra German at 212-656-8572.
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___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  The NYSE Branch Code is the unique identifier for the branch. This is the code used to submit 351(d)
complaints (see Info Memo 04-56).

2  A Correspondent Firm is a broker-dealer that clears and settles it trades through another broker-dealer
or Clearing Firm.
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October 7, 2005

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS, MEMBER ORGANIZATIONS AND CHIEF OPERATING OFFICERS

SUBJECT: FACTORS CONSIDERED BY THE NEW YORK STOCK EXCHANGE DIVISION OF
ENFORCEMENT IN DETERMINING SANCTIONS

Introduction

The purpose of this Information Memorandum is to provide guidance to the New York Stock Exchange
Member and Member Organization community regarding the factors considered by the Enforcement Division
in determining sanctions.

The regulatory mission of the Enforcement Division is to enforce compliance with NYSE rules and the federal
securities laws vigorously, effectively, and efficiently in order to protect the interest of the public and the
integrity of the securities markets. As part of the ongoing pursuit of this mission, the Enforcement Division
has conducted a review of its sanctions program. The goal of the review was to look at sanctions sought by
the Enforcement Division in particular types of cases, for particular misconduct by firms and individuals, to
assess whether the sanctions were fair, consistent, and serving the goal of investor protection by deterring
and appropriately sanctioning violative conduct. As part of the review, the Enforcement Division analyzed
Exchange precedent involving the full panoply of violations of securities laws and Exchange rules and
consulted with members, member firms, other regulators, and practitioners before the Exchange.

The review was prompted by a recognition that the regulatory environment in the securities industry has
undergone an evolution over the past several years. In particular, the Enforcement Division noted that in
certain cases the deterrent effect of its sanctions was insufficient to prevent the violator and others in the
industry from engaging in similar misconduct.

As one outgrowth of the review, the Enforcement Division has decided to publish a list of the factors that
it considers in crafting the sanctions it seeks in order to provide greater transparency, predictability and

consistency to the sanction process. 1   Publication of this list of factors also emphasizes Enforcement's view
that reliance on precedent, while a useful starting point, is not always a sufficient means of setting sanctions
that will prevent the recurrence of misconduct. Comparison of sanctions in similar cases is also of limited
value due to “the highly fact-dependent nature of the propriety of sanctions,” see McCarthy v. SEC, 406
F.3d 179, 188 (2d Cir. 2005), and the recognition that the appropriate sanction “depends on the facts and
circumstances of each case and cannot be calibrated by comparison with action taken in other proceedings.”
SIG Specialists Inc. and Thomas A. Caterina, Exchange Act Release No. 34-51867, fn. 46 (June 17, 2005)
(citing Butz v. Glover Livestock Comm'n Co., 411 U.S. 182, 187 (1973)). The Enforcement Division has
drawn on factors enunciated in decisions of the Exchange's Board of Directors in appeals from Hearing
Panel decisions, and, in order to provide greater consistency within the industry, was also guided by factors
enunciated by other regulators.

Because each case is unique, and involves different facts and circumstances, it is impossible to provide a
comprehensive set of considerations that will apply equally in every case. Thus, the following list is intended
to serve as a framework for evaluating the individual facts of each case. There may be factors in addition to
those listed here that are appropriate for consideration in certain cases. Conversely, not every factor listed
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here will be applied in every case. Nor does the order in which the factors are identified necessarily indicate
the priority in which they will be considered or the weight they will be assigned in any given case.

Factors Considered in Determining Sanctions

Nature of the Misconduct/Degree of Scienter. An important consideration in assessing a sanction is the
nature of the wrongdoing and, in particular, the degree of scienter involved. Cases where the misconduct
derives from action that is intentional or knowing, or where there is reckless or deliberate indifference
to misconduct, will generally be treated with greater severity than cases where the misconduct derives
from lower levels of awareness such as negligence. A related consideration with respect to member firm
respondents is the level in the organization at which the violative conduct occurred, including whether
management was aware, or should reasonably have been aware, of the violative conduct.

Harm Caused by the Misconduct. Another important consideration is the harm caused by the violation. The
facts of each case will determine the appropriate means of measuring the harm caused, ranging from specific
losses of individual customers to decreased investor confidence in the integrity of the market.

Extent of Misconduct. The Enforcement Division will also consider, where appropriate, the length of time
over which the misconduct occurred, the number, size and impact of the violations, the number and relative
sophistication of the customers involved, and other similar factors.

Prior Disciplinary Record. The Enforcement Division will also consider, where appropriate, a respondent's
prior disciplinary history, including whether there is any pattern of recidivist behavior. Where a respondent's
disciplinary history reflects an acceptance of repeated sanctions as a cost of business, sanctions should be
increased in order to effectively change the wrongful behavior.

Acceptance of Responsibility. A respondent's acceptance of responsibility will also be considered where
appropriate.

Implementation of Corrective Measures and Restitution. A respondent's voluntary use of restitution and
implementation of subsequent corrective measures to remedy the violation and to improve procedures in
order to avoid recurrence of the misconduct prior to detection by regulators, will be considered in appropriate
cases. Where remedial measures are deemed insufficient, or in other appropriate situations, the Enforcement
Division may seek to limit the activities, functions and operations of respondents as permitted by Exchange
Rules.

Enrichment and/or Deceptive Conduct. The Enforcement Division will consider, where appropriate, whether
a respondent engaged in wrongdoing or violative conduct in order to profit or enrich itself, or as the result of
an attempt to cut corners or save costs. In addition, any deception by a respondent, any attempt to evade
supervision, to conceal a violation, or to delay investigation, whether by concealment, failure to provide
information, provision of inaccurate or misleading information or otherwise, will also be considered where
appropriate.

Neglect or Disregard of “Red Flags”. The Enforcement Division will consider, where appropriate, the failure
of a firm, or individual, to take action where there were warning signs that should have alerted that firm or
individual to the existence of the violation. When a respondent discovers violative conduct it is expected that
the respondent will heighten supervision and take all necessary action to ensure that the conduct has ceased.

Effectiveness of Operational, Supervisory, and Compliance Controls. The effectiveness of a member firm
respondent's operational, supervisory, and compliance policies and procedures will be considered, where
appropriate, including whether adequate resources have been devoted and whether the respondent has
engaged in a periodic review of its internal controls. The respondent's identification of and response to
operational and supervisory risks and/or failures would be included as part of this consideration.

Respondent's Size and Financial Resources. The Enforcement Division will also consider, where appropriate,
the size and financial resources of an entity or the net worth of an individual.
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Training and Education. The effectiveness and quality of a respondent's training and education programs
addressing the misconduct will be considered in appropriate cases.

Reliance on Professional Advice. A respondent's reasonable reliance on legal, accounting or other
professional advice will be considered in appropriate cases.

Other Discipline. Whether the respondent has been disciplined for the same conduct by another regulator, or
in the case of an individual, whether the individual has been disciplined by his or her firm or another regulator
will be considered in appropriate cases.

Cooperation. Members of the Exchange have a responsibility to cooperate with the Exchange's regulatory
program and are expected to comply with requests for documents, testimony and other information. No
additional credit will be given for doing what is required by Exchange Rules. However, where a respondent
can demonstrate a record of disclosure and cooperation that is proactive and exceptional, the Enforcement
Division will, in appropriate circumstances, give this factor weight in its consideration of a sanction.
Conversely, a respondent's failure to cooperate fully and completely will support an increased sanction. The
standards for cooperation are set forth in more detail in Information Memo 05-65.

___________________________

Susan L. Merrill

Executive Vice President

Division of Enforcement

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  When the Enforcement Division and the respondent enter into a settlement, both parties execute
a stipulation as to the charges and the sanction. The Exchange Hearing Panel must approve all
stipulations. The Hearing Panel can either impose the sanction agreed to in the stipulation, or any less
severe sanction, or it may reject the stipulation. Sanctions in contested matters are determined by the
Hearing Panel once the merits of the case have been decided.
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October 6, 2005

   ATTENTION: CHIEF OPERATIONS OFFICER, CHIEF ADMINISTRATIVE OFFICER, REGISTRATION,
LEGAL AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: APPROVAL OF FORM BR (UNIFORM BRANCH OFFICE REGISTRATION FORM)

Introduction

The Securities and Exchange Commission (“SEC”) has approved the adoption of Form BR (also known as

the “Uniform Branch Office Registration Form”) pursuant to filings made by the Exchange 1   and the National

Association of Securities Dealers (“NASD”). 2   Form BR replaces Schedule E of Form BD, the current
NYSE Branch Office Application Form (which is currently submitted through the Exchange's Electronic Filing
Platform (“EFP”) System) and certain state branch office forms. Consistent with the uniform form concept,
Form BR will enable firms to register or report branch offices electronically with the Exchange, NASD,
and states that require branch registration or reporting, via a single filing through the Central Registration
Depository (“CRD”) system. The amendments were the result of a joint effort by the Exchange, NASD and the
North American Securities Administrators Association (“NASAA”).

Branch office registration through the CRD system will create efficiencies for member organizations by,
among other things, making it easier to register branch offices and to manage ongoing registration and
reporting responsibilities with regard to those branch offices. For example, in addition to being able to submit
a single filing to fulfill the branch office registration requirements of the Exchange, NASD and states, firms
will benefit from on-line work queues, electronic notifications, and other features available through the CRD

system. 3 

This memo provides members and member organizations with a timetable and general guidance to assist
them in the transition from existing branch office forms to Form BR. Form BR and revised Forms U4 and U5
become effective on October 31, 2005.

Timetable for the Transition to Form BR

CRD “Lock-Out” Period.

There will be a CRD “Lock-Out” Period beginning October 15, 2005 through October 30, 2005. During this
time, a “conversion” Form BR will be created on the CRD system for all branch offices in existence as of
the close of business October 14, 2005. During this transitional period, the CRD system will not accept any
branch office forms or amendments via any of the current forms or Form BR. A unique branch CRD number
will be assigned to each such office during this time. This will not affect the NYSE Branch Code Number.

Schedule E

In order to facilitate the conversion to Form BR, member organizations will not be permitted to file a new or
amended Schedule E through the CRD system after October 14, 2005. The CRD system will invalidate any
Schedule E filings that are in a “pending” status on October 15, 2005.

NYSE EFP System

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

331

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P05-75%2909013e2c855b3a5c?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECFORMBD/FSL01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECFORMU4/FSL01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECFORMU5/FSL01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


The Exchange's EFP Branch Office System will continue to function throughout the CRD “Lock-Out” Period,
during which time the following will occur:

• The EFP system will remain “open” through the close of business October 26 th.

• Any applications and/or amendments submitted to EFP through the close of business October 12th will be
processed by NYSE staff and included in the final imported NYSE file to be sent to CRD “as of” October 14th.

• Any applications or amendments submitted from October 13 th through the close of business October 26
th will be processed by the NYSE. 4   However, this information will not be included in the file of information
imported to CRD. As such, any member organizations that submit filings during this period (October 13
th through October 26 th) will be required to resubmit them via Form BR during the week of October 31 st

through November 4 th.

• In order to avoid having to resubmit duplicate filings via CRD once Form BR is implemented, member
organizations are strongly encouraged to submit any pending items via the Exchange's EFP system by the
close of business October 12 th.

• Member organizations will be billed once these initial applications are resubmitted via the CRD during the
first week of implementation.

New Branch Office Functionality

Starting on October 31, 2005, the new NYSE branch office functionality will be available via the CRD system.
Beginning on that date: (1) member organizations with branch offices in existence prior to the close of
business October 14, 2005 may begin completing the data fields for each “conversion” Form BR created
during the CRD “Lock-Out” Period; and (2) file completed Forms BR through CRD system.

Once a Form BR has been filed, the new branch will be established on the CRD system and CRD will
automatically populate the “Office of Employment Address” of each Form U4 for persons identified in Section
5 (Associated Individuals) of the Form BR. Thereafter, firms will be required to submit new or amended Forms
U4, as appropriate, to assign additional registered persons to the branch, and CRD will automatically update
its “branch roster” of registered persons.

Compliance with Form BR and Form U4 Filing Requirements for Branch Offices in Existence
as of the Close of Business October 14, 2005.

Firms with branch offices in existence prior to the close of business October 14, 2005 will have until May 1,
2006 to comply with Form BR and Form U4 filing requirements for those branch offices. Therefore, by May 1,
2006, these firms must: (1) complete and file the “conversion” Form BR for each such branch; (2) amend all
applicable Forms U4 to assign registered persons to the branch office(s) (or other locations) from which they
work (either through individual Form U4 filings or via the CRD batch filing process); and (3) indicate on each
registered person's Form U4 whether he or she has an independent contractor relationship with the member
organization.

Filing Form BR

Types of Form BR Filings

There are three types of Form BR filings: (1) an “initial” filing (to apply for approval of, or to report, a branch
office); (2) an “amendment” filing (to amend information previously filed); and (3) a “closing/withdrawal” filing
(to terminate a branch office registration and/or to withdraw an initial filing prior to approval by a state or
SRO).
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The Form BR General Instructions include electronic filing and paper filing instructions. Paper filings are

permitted in certain state jurisdictions only. 5   The Specific Instructions describe how member organizations
should complete each section of Form BR. Words that are defined in the Explanation of Terms section are
italicized throughout Form BR for easy reference.

Structure of Form BR

Form BR consists of the following nine sections:

Section 1 (General Information)

Section 1 reports the applicant's CRD number, name, address, billing code, branch address, and telephone
number. The CRD number and main office address of the applicant/firm will be pre-populated into Section 1
and the CRD system will assign a unique “CRD Branch Number.” Member organizations must provide the

office's physical location (i.e., address), telephone number, and NYSE Branch Code Number. 6   If applicable,
a fax number and/or an internal billing code may be provided as well.

Section 2 (Registration or Notice Filing/Type of Office)

Section 2 asks where the branch office will be registered (or notice filed) and what type of branch office
registration is being requested (i.e., whether the location is registered as a broker-dealer office or an
investment advisory office). Firms must also provide the names of all supervisors and/or persons-in-charge of

registered branch offices. 7 

Based upon the applicant's current registrations as provided to CRD on Form BD or as provided to IARD
on Form ADV, the CRD system will pre-populate the check-box(es) for the applicable SRO(s) and/or
jurisdiction(s) with which the applicant may be required to register or report the branch office. If the applicant
is not required to register or report the branch office with an SRO and/or jurisdiction, it may remove the
registration request. If a firm un-checks the NYSE registration box, the firm must attest “that it is not
required under NYSE rules to register this branch location with the NYSE.” (Note that a determination
as to whether a location is required to be registered as a branch office is to be made pursuant to NYSE

Rule 342.10). 8   Member organizations must maintain a current list that includes each business location not
required to be registered as a branch office for review by the Exchange.

Section 3 (Types of Activities/Other Business Names/Web Sites)

Section 3 requires identifying the financial industry activities conducted by the applicant and any investment-
related activities conducted by associated persons at the branch office location. Also required to be provided
are the names, other than those names disclosed on the member organization's Form BD or Form ADV,
being used by any associated person to conduct any business at the branch office. In addition, member
organizations must provide any website addresses used by the branch office other than the applicant's
primary website address.

Section 4 (Branch Office Arrangements)

Member organizations must provide information relating to branch office arrangements, including space-
sharing arrangements pursuant to NYSE Rule 343 (“Offices - Sole Tenancy, Hours, Display of Membership
Certificates”) and a statement regarding liability for expenses. Section 4 does not require member
organizations to report insurance agency agreements with the main office pursuant to which the branch
operates.

Section 5 (Associated Individuals)
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This section is only required to be completed when making an initial Form BR filing. In such cases, firms must
provide the CRD numbers of all registered individuals who will be associated with the branch office. When
such persons are designated supervisors they should be reported in Section 2. Once the branch office has
been established, changes to the branch roster will be automatically made through the CRD system when:
(1) the “Office of Employment Address” question on a registered person's Form U4 is amended to reflect

an individual's assignment from one branch office to another; 9   or (2) a Form U5 is filed to terminate the
registration of an individual.

Section 6 (NYSE Branch Office Information)

Form BR incorporates the information previously submitted via both the NYSE's Branch Office Application
and Office Space-Sharing forms. The CRD system will interact with the NYSE's internal branch office
system when member organizations submit branch office registration filings for review by the Exchange.
The Exchange's long-standing protocol requiring prior approval of each office established by a member

or member organization 10   will, going forward, also include any “main office” from which one or more
associated persons of the member organization regularly conduct the business of effecting any transactions
in, or inducing or attempting to induce the purchase or sale of any security, or is held out as such. Members
and member organizations will be required to use Form BR to request such approvals, and the information
provided will be transmitted to the NYSE which, in turn, will communicate its determinations back through the
CRD system.

Only NYSE members and member organizations will be able to access (i.e., to view, complete, and file)
Section 6 questions. Branch office applications should be submitted at least two weeks prior to the anticipated
date of opening to ensure that the necessary approvals are obtained. Firms will continue to receive approval
letters (PDFs) and branch office certificates upon Exchange approval.

Section 7 (Branch Closing)

To close a branch office, member organizations must provide the date operations have ceased (or will
cease), the location of the branch office's books and records, and contact information. Prior to closing a
branch office, the CRD system will require member organizations to reassign the individuals associated with
that office to another branch office, or terminate their registrations.

Section 8 (Branch Withdrawal/Pending Application)

To withdraw a pending request for branch office registration, member organizations must provide the date of
withdrawal, the reason for the withdrawal, and name and telephone number of a contact person.

Section 9 (Signature)

The appropriate signatory of the member organization must attest to the completeness and accuracy of each
Form BR filing by executing the signature section.

Forms U4 and U5 - Conforming and Technical Changes

Effective October 31, 2005, if a registered person is physically located at a location that is not required to be
registered as a branch office, his or her Form U4 must include the address of the non-registered location, as
well as the designated branch office that supervises such non-registered location. Member organizations may
file an amended Form U4 to reflect a change to an individual registered person's branch office assignment
by noting the new office in that person's Office of Employment Address (provided the new branch office has
previously been established on the CRD system via a Form BR filing).
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In addition, as noted above in connection with the General Information section of Form BR, each registered
individual must indicate on Form U4 any independent contractor relationship with his or her member
organization.

During the CRD “Lock-Out” conversion period, discussed above, individuals registered with member
organizations that have not registered or reported any branch offices as of the close of business October 14,
2005, will be assigned by the CRD system to the firm's main office as reported on Form BD or Form ADV.
Firms will be able to report a new Office of Employment address for multiple registered persons assigned to
a branch office that has moved to a new location by filing an amended Form BR, rather than filing Form U4
amendments for each of the registered persons affected.

The registration positions of Research Analyst (RS) and Research Principal (RP) have been added to
Forms U4 and U5. The Forms also include reference to the National Stock Exchange (NSX) - formerly, the
Cincinnati Stock Exchange (CSE). Finally, Section 6 (Regulatory Requests with Affiliated Firms) on Form
U4 has been revised to reorder in a more logical format the electronic filing representations for submitting
fingerprints in order to register with an affiliated firm.

Questions concerning the NYSE's branch office registration procedures may be referred to Evelyn Kriegel at
(212) 656-6444.

___________________________

Donald van Weezel

Vice President

Member Firm Regulation

Attachments

Exhibit A

Uniform Branch Office Registration Form

GENERAL INSTRUCTIONS

The Uniform Branch Office Registration Form (Form BR) is the form used for branch office registration,
notification, closing or withdrawal. Broker-dealers and investment advisers must use this form to register or
notice file their branch offices in the appropriate jurisdictions and/or with SROs. These instructions apply to
the filing of Form BR electronically with the Central Registration Depository (“CRD ®”). Filers submitting paper
filings should read the Special Instructions For Paper Filers (Jurisdictions Only) in conjunction with the other
instructions to the form. In addition, paper filers should contact the appropriate jurisdiction for specific filing
instructions or requirements.

Filers must answer all questions and submit all requested information, unless otherwise directed in
the Specific Instructions. The questions in Section 6 (NYSE Branch Information) are required to be
completed only by applicants that are seeking registration, or are currently registered, with the New
York Stock Exchange (NYSE).

Upon request, you may be required to provide documents to clarify or support responses to the form.

An applicant is under a continuing obligation to promptly update Form BR whenever the information becomes
inaccurate or incomplete. Amendments must be filed electronically (unless the filer is an approved paper
filer) by promptly updating the appropriate section of Form BR. Note: The SROs and most jurisdictions
require that an amendment be filed not later than 30 days after the applicant learns of the facts and
circumstances giving rise to the amendment.

NYSE and some jurisdictions require approval of a branch office before business can be conducted at
a branch location.
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Contact the appropriate SRO or jurisdiction, if you have questions about Form BR.

Electronic Filing Instructions

A complete Form BR is required when the applicant is registering or notice filing a branch office with the
CRD system for the first time. All questions must be answered and all sections/fields requiring a response
must be completed before the filing will be accepted. Section 6 (NYSE Branch Information) is required
to be completed only by applicants that are seeking registration, or are currently registered, with NYSE.
The applicant must complete Section 9 (Signature) to certify that Form BR and amendments thereto have
been executed properly and that the information contained therein is accurate and complete. To amend
information, the applicant must update the appropriate Form BR sections. A signed copy, with original
signatures, of the initial Form BR filing and amendments thereto must be retained by the applicant and be
made available for inspection upon a regulatory request.

Special Instructions For Paper Filers (Jurisdictions Only)

Some jurisdictions may require a separate paper filing of Form BR. The applicant should contact the
appropriate jurisdiction(s) for specific filing requirements. Attach Section 9 (Signature) with original manual
signatures to an initial Form BR filing. Type applicable information. Provide the name of the applicant and
the date on each page. Use only the current version of Form BR, or a reproduction of the form. For an
amendment to Form BR, circle the number of any item for which you are changing your response. Complete
Section 9 (Signature) for all amendment filings.

The Sections of Form BR are as follows:

1. GENERAL INFORMATION

2. REGISTRATION/NOTICE FILING/TYPE OF OFFICE

3. TYPES OF ACTIVITIES/OTHER BUSINESS NAMES/WEBSITES

4. BRANCH OFFICE ARRANGEMENTS

5. ASSOCIATED INDIVIDUALS

6. NYSE BRANCH INFORMATION

7. BRANCH CLOSING

8. BRANCH WITHDRAWAL (PENDING APPLICATION)

9. SIGNATURE

SPECIFIC INSTRUCTIONS

Completing the Form BR

1. GENERAL INFORMATION

Applicant CRD Number The applicant's CRD Number will be prepopulated based on the information filed by
the applicant on the Form BD or the Form ADV.

Applicant Name

The applicant's name will be prepopulated based on the information filed by the applicant on the Form BD or
the Form ADV.

Address Street 1/Street 2
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The address where the applicant's principal place of business is physically located. This information will be
prepopulated based on the information filed by the applicant on the Form BD or the Form ADV.

City

The name of the city where the applicant's principal place of business is physically located. This information
will be prepopulated based on the information filed by the applicant on the Form BD or the Form ADV.

State

The name of the state where the applicant's principal place of business is physically located. This information
will be prepopulated based on the information filed by the applicant on the Form BD or the Form ADV.

Country

The country where the applicant's principal place of business is physically located. This information will be
prepopulated based on the information filed by the applicant on the Form BD or the Form ADV.

Postal Code

The postal code where the applicant's principal place of business is physically located. This information will
be prepopulated based on the information filed by the applicant on the Form BD or the Form ADV.

Firm Billing Code

Enter an optional firm branch designation established by the applicant. A firm billing code consists of up to
eight alpha/numeric characters. If the applicant does not use billing codes, leave this field blank.

NYSE Branch Code Number

A mandatory number selected by the applicant, unique to each of its locations, to identify an applicant's
branch office. The NYSE Branch Code Number can be up to fifteen alpha/numeric characters, and may be
the same as the Firm Billing Code.

CRD Branch Number

The CRD branch number is assigned by the CRD system to identify an applicant's branch office. If your
branch office or office of employment does not have a CRD branch number, leave this field blank.

Branch Address Street 1/Street 2

Enter the address where the branch office is physically located. A complete address must be furnished. Post
office boxes are not acceptable. You may enter additional identifying information in Branch Address Street
2, if necessary. Note: If applicant files a Form BR amendment to relocate this branch to another state, the
amendment filing represents applicant's acknowledgement that it is closing the branch in the current state.
In addition, if applicant is relocating this branch to a state that requires branch registration or notice filing, the
amendment filing represents applicant's acknowledgement that it is requesting branch registration or notice
filing in that state.

City

Enter the name of the city where the branch office is physically located.

State

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

337

http://prod.resource.cch.com/resource/scion/citation/pit/SECFORMBD/FSL01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECFORMADV/FSL01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECFORMBD/FSL01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECFORMADV/FSL01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECFORMBD/FSL01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECFORMADV/FSL01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECFORMBD/FSL01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECFORMADV/FSL01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECFORMBD/FSL01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECFORMADV/FSL01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


Enter the state where the branch office is physically located.

Country

Enter the name of the country where the branch office is physically located.

Postal Code

Enter the postal code where the branch office is physically located.

Branch Telephone Number

Enter the telephone number of the branch office.

Branch Facsimile Number

Enter the facsimile number of the branch office.

Private Residence Check Box

Check this box if the Branch Address is a private residence.

2. REGISTRATION/NOTICE FILING/TYPE OF OFFICE

Register/Notice File Branch with SRO/Jurisdiction

The CRD system will populate the applicable SRO and/or jurisdiction with which you may be required to
register or notice file the branch office based on the applicant's current registrations. If applicant is not
required to register or notice file the branch office with an SRO and/or jurisdiction that has been populated,
you may remove that registration request. If you remove the NYSE registration request, you must also
select the box to acknowledge there is no registration requirement for this branch under NYSE rules. Note:
If applicant files a Form BR amendment to relocate this branch to another state, the amendment filing
represents applicant's acknowledgement that it is closing the branch in the current state. In addition, if
applicant is relocating this branch to a state that requires branch registration or notice filing, the amendment
filing represents applicant's acknowledgement that it is requesting branch registration or notice filing in that
state.

Type of Branch Office

If you are registering or notice filing this branch with a jurisdiction, select the type of registration/notification
you are seeking: Broker-dealer and/or Investment Adviser.

NASD Office of Supervisory Jurisdiction

Answer “yes” if this branch office is an NASD Office of Supervisory Jurisdiction (OSJ). If this branch office is
not an NASD OSJ, indicate the CRD branch number, or firm billing code, for the OSJ that has supervisory
responsibility for this branch, and the CRD Number for the supervisor in charge of that OSJ.

NYSE Type of Office

Select the type of office as required by NYSE Rule 342. If small branch is selected, indicate the CRD branch
number, NYSE branch code number or firm billing code of the location from which the branch is supervised,
and the supervisor's CRD number.

Supervisor/Person-in-Charge
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Select the supervisor(s) or person(s)-in-charge who will supervise the activities at the branch office. Enter the
name and/or CRD# of all supervisors/persons-in-charge of the branch office.

3. TYPES OF ACTIVITIES/OTHER BUSINESS NAMES/WEBSITES

Types of Activities

Indicate at least one type of financial industry activity conducted by the applicant at this office. Indicate
whether any associated person conducts, at this branch, investment-related activities in addition to the
activities indicated by the applicant in the above question.

Other Business Names

Enter all other names under which investment-related activities will be conducted by associated persons at
this branch, other than those names disclosed on applicant's Form BD and/or Form ADV.

Website Addresses

Enter all website addresses used by this branch, other than the primary website address used by the
applicant.

4. BRANCH OFFICE ARRANGEMENTS

Indicate whether the branch office will have an office sharing arrangement by answering the questions and
providing any details if necessary in this section.

5. ASSOCIATED INDIVIDUALS

Initial Filings Only: Enter the name and/or CRD# of all registered individuals, other than the supervisor(s)/
person(s)-in-charge listed in Section 2 (Registration/Notice Filing/Type of Office), who will be associated with
the branch office upon the opening of the branch office.

Note: This section will appear and be required to be completed only for initial branch office filings. To
associate a registered individual with a branch office after the initial branch office filing, update the office of
employment address on that individual's Form U4.

6. NYSE BRANCH INFORMATION

THIS SECTION SHOULD BE COMPLETED ONLY FOR NYSE BRANCH REGISTRATION

Anticipated Date of Opening

This item will only be completed for initial filings. Enter the month, day, and year the branch office is
anticipated to open and provide an explanation if the date is prior to the date of application for registration.

Estimated Cost of Opening and Equipping Office

This item will only be completed for initial filings. Indicate whether or not the estimated cost of opening and
equipping this office is over 10% of the applicant's most recent excess net capital. The applicant's most recent
excess net capital should be based on the most recently filed FOCUS report. If “yes”, enter the estimated cost
of opening and equipping this office.

Estimated Number of Active Accounts

This item will only be completed for initial filings. Enter the estimated number of active accounts.
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Branch Office Acquired from Another Broker-dealer or Other Financial Institution

This item will only be completed for initial filings. Indicate whether this branch office was acquired from
another broker-dealer or other financial institution. If “yes”, enter the name of the organization and date of the
transaction.

On-Site Supervisor/Person-In-Charge

Enter the CRD# of the individual who is responsible for the supervision of business at this location.

Options Business

Indicate whether options business will be conducted from this location. If “yes”, enter the CRD# of the
individual who is responsible for the supervision of options business at this location.

Research and Investment Banking Business

If both research and investment banking activities are selected under Section 3 (Types of Activities/Other
Business Names/Websites), indicate whether the applicant has information barriers in place.

Location of Books and Records (if maintained elsewhere)

Enter the address of the location where the books and records for this branch office will be maintained, if
other than the branch or the main office.

Address Street 1/Street 2 where NYSE Certificate should be sent

Enter the name and address where the certificate for the branch office should be sent, if different from the
branch office address. You may enter additional identifying information in Office of Employment Address
Street 2, if necessary.

City

Enter the name of the city where the certificate for the branch office should be sent.

State

Enter the state where the certificate for the branch office should be sent.

Country

Enter the country where the certificate for the branch office should be sent.

Postal Code

Enter the postal code where the certificate for the branch office should be sent.

NYSE Bulletin

Indicate whether the branch office should be listed in the NYSE Bulletin.

NYSE Space Sharing

Enter the name of the entity and CRD number, if applicable, with whom the NYSE member or member
organization applicant intends to share space. Select the type of arrangement, related to the specific entity,
under which the applicant is seeking approval by checking the applicable box(es). Enter the floor number
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on which the proposed office sharing arrangement will be located. Comments are required to be entered
in the available comment field when at least one of the available arrangement sections are incomplete.
Comments will not be allowed when any of the arrangement sections are complete. If multiple space sharing
arrangements are intended by the applicant, this section is to be answered for each separate entity with
information specific to each arrangement.

7. BRANCH CLOSING

If you are closing a branch office registered with an SRO or jurisdiction, complete the following
information.

Select the type of registration you are terminating: Broker-dealer and/or Investment Adviser.

Date operations ceased, or will cease, at the branch office

Enter the month, day, and year the branch closed or intends to close.

Location of Books and Records

Address Street 1/Street 2

Enter the address of the location (or locations, if more than one) of the books and records for the branch
office.

City

Enter the name of the city of the location (or locations, if more than one) of the books and records for the
branch office.

State

Enter the state of the location (or locations, if more than one) of the books and records for the branch office.

Country

Enter the country of the location (or locations, if more than one) of the books and records for the branch
office.

Postal Code

Enter the postal code of the location (or locations, if more than one) of the books and records for the branch
office.

Contact Name and Telephone Number Name

Enter the name of the individual that can be contacted regarding information on the books and records for the
branch office.

Daytime Telephone Number

Enter the daytime telephone number of the individual that can be contacted regarding information on the
books and records for the branch office.

8. BRANCH WITHDRAWAL

If you are withdrawing a pending application, complete the following information:
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Date of Withdrawal

Enter the month, day, and year of withdrawal.

Reason for Withdrawal

Enter the reason for withdrawal.

Contact Name and Telephone Number Name

Enter the name of the natural person that can be contacted regarding information on the withdrawal of this
branch office.

Daytime Telephone Number

Enter the daytime telephone number of the individual that can be contacted regarding information on the
withdrawal of this branch office.

9. SIGNATURE

Please Read Carefully

All signatures required on this Form BR filing must be made in this section. A “signature” includes a manual
signature or an electronically transmitted equivalent. For purposes of an electronic form filing, a signature
is effected by typing a name in the designated signature field. By typing a name in this field, the signatory
acknowledges and represents that the entry constitutes in every way, use, or aspect, his or her legally binding
signature.

Signature of Appropriate Signatory. Enter the name of the Appropriate Signatory. The name must be
typed or printed (if paper filing) as it appears in signature form. By typing a name in this field, the signatory
acknowledges that this entry constitutes in every way, use, or aspect, his or her legally binding signature.

Name/Title/Telephone Number of Person Filing the Form. Enter the name, title, and telephone number of the
person filing the form.

Date. Enter the month, day, and year that the application or amendment is being signed. Future dates may
not be entered in this section.

EXPLANATION OF TERMS

The following definitions apply to terms that are italicized in Form BR.

APPLICANT - The broker-dealer or state registered investment adviser filing or amending this form.

APPROPRIATE SIGNATORY - The individual the applicant authorizes to execute the applicant's Form
BR on the applicant's behalf. The appropriate signatory must meet the criteria established, if any, by the
appropriate self-regulatory organization and/or jurisdiction.

CLOSING - An applicant's request to terminate a branch office registration when an applicant intends to
cease, or has ceased, operations at a branch office.

INVESTMENT-RELATED - Pertains to securities, commodities, banking, insurance, or real estate (including,
but not limited to, acting as or being associated with a broker-dealer, issuer, investment company, investment
adviser, futures sponsor, bank, or savings association).

JURISDICTION - A state, the District of Columbia, the Commonwealth of Puerto Rico, the U.S. Virgin Islands,
or any subdivision or regulatory body thereof.

OFFICE OF SUPERVISORY JURISDICTION (OSJ) - A location as defined by NASD Rule 3010.
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PERSON - An individual, partnership, corporation, trust, or other organization.

PERSON-IN-CHARGE - A natural person registered with an SRO who is physically located at the branch
office and who has been designated by the applicant to supervise the activities of the individuals working at
the branch office. The person-in-charge is not required to be registered in a principal capacity.

REGULAR BRANCH - For purposes of registering with the New York Stock Exchange (NYSE) as a branch
office, a location that has an NYSE-properly approved, exam-qualified manager at that location.

SELF-REGULATORY ORGANIZATION (SRO) - Any national securities or commodities exchange or
registered securities association, or registered clearing agency.

SMALL BRANCH - For purposes of registering with the NYSE as a branch office, a location that does not
have an NYSE-properly approved, exam-qualified manager at that location.

SUPERVISOR - A natural person registered in a principal capacity with an SRO who is physically located
at an OSJ or who, for purposes of registering with the NYSE as a branch office, meets the requirements in
NYSE Rule 342.

WITHDRAWAL - An applicant's request to withdraw an initial Form BR filing prior to approval of the branch
office identified in that filing. Withdrawal applies only for jurisdictions/SROs that register branches.

 

FIRM NAME: CRD#:
 

1. GENERAL INFORMATION
 

WARNING: Failure to keep this form current and to file accurate supplementary information on
a timely basis, or the failure to keep accurate books and records or otherwise to comply with the
provisions of law applying to the conduct of business as a broker-dealer or investment adviser
would violate the federal securities laws, self-regulatory organization rules, and the laws of the
jurisdictions, and may result in disciplinary, administrative, injunctive, or criminal action.
Applicant CRD #:
 

Name and principal place of business of firm filing this form:
Applicant Name:
 

Address Street 1:
 

Address Street 2:
 

City: State: Country: Postal Code:
       

Firm Billing Code (Firm Branch Designation): NYSE Branch Code Number:
   

CRD Branch Number:
 

Branch Office Location
Branch Address Street 1:
 

Branch Address Street 2:
_________________________
City: State: Country: Postal Code:
       

By filing this amendment to relocate this branch
from, and/or to, a state that requires registration
or notice filing of branch offices, applicant
acknowledges that it is closing the branch in
____ [and requesting branch registration or
notice filing in ____ ].

Private Residence Check Box:
If this address is a private residence, check this box. □]
Branch Telephone Number: Branch Facsimile Number:
   

[Private Residence Check Box:
If this address is a private residence, check this box. □]
 

FIRM NAME: CRD#:
 

2. REGISTRATION/NOTICE FILING/TYPE OF OFFICE
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Register/Notice File Branch with SRO/Jurisdiction:
□ NASD □ NYSE □ Jurisdiction: ________________
By filing an amendment to relocate this branch to another state, applicant acknowledges that
submission of this amendment closes this branch in ____ [and requests branch registration in
_____] [and requests notice filing in ____].
□ By unchecking NYSE registration and checking this box, applicant attests that it is not
required under NYSE rules to register this branch location with the NYSE.
Type of Branch Office Registration:
□ Broker-dealer  □ Investment Adviser
Is this an NASD Office of Supervisory Jurisdiction (OSJ)?:
○ Yes  ○ No
If not, indicate the CRD branch number, or firm billing code, for the OSJ that has
supervisory responsibility for this branch, and the CRD Number of the supervisor in charge
of that OSJ.
CRD Branch Number:
 

Firm Billing Code (Firm Branch Designation):
 

OSJ Supervisor CRD Number:
 

NYSE Type of Office:
○ Small Branch  ○ Regular Branch
If this is an NYSE Small Branch, [indicate the CRD branch number, NYSE branch code number
or firm billing code of the location ] indicate the CRD branch number, NYSE branch code
number or firm billing code of the location from which this branch is supervised, and the
supervisor's CRD number:
CRD Branch Number:
 

NYSE Branch Code Number:
 

Firm Billing Code (Firm Branch Designation):
Supervisor CRD Number:
 

[ Enter the name and/or CRD# of each] Enter the name and/or CRD # of each supervisor(s)/
person(s)-in-charge:
 

Name CRD# Type Delete
 

□
 

□
 

 

FIRM NAME: CRD#:
 

3. TYPES OF ACTIVITIES/OTHER BUSINESS NAMES/WEBSITES
Indicate the types of financial industry activities conducted by the applicant at this branch
(Check all that apply):
□ Sales
□ Investment Advisory Services
□ Investment Banking
□ Research
□ Market Making
□ Back Office Operations
□ Underwriting
 

Does any associated person conduct, at this branch, investment-related activities in
addition to the activities indicated above?
Yes ___ No ____
If yes, provide description:
 

Will any associated person of this branch office conduct any investment-related activities
at this branch office under any name other than those names disclosed on the applicant's
Form BD or Form ADV?:
○ Yes ○ No
If yes, provide all other business names for this location:
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Name Delete
 

□
 

□
 

Does this branch office use a website other than the primary website address used by the
applicant?:
○ Yes ○ No
If yes, provide the website address(es):
 

Website Address Delete
 

□
 

□
 

 

FIRM NAME: CRD#:
 

4. BRANCH OFFICE ARRANGEMENTS
 

Does the branch office occupy or share space with or jointly market with a bank, savings
bank, savings association, credit union, or other federally insured depository institution?:
○ Yes  ○ No

If yes, enter the name of the institution(s):
 

 

 

 

Is this a business location that will operate pursuant to a written agreement or contract
(other than an insurance agency agreement) with the main office?:
○ Yes  ○ No

If yes, provide the name(s) of the entity(ies) and/or [person(s)] person(s) with
whom the agreement or contract was entered:
 

 

 

 

 

Will the branch office have primary responsibility for decisions relating to the employment
and remuneration of its registered representatives?:
○ Yes ○ No
 

Does the branch office assume liability for its own expenses?:
○ Yes ○ No
 

Does any [person] person other than the applicant have responsibility, directly or
indirectly, for paying the expenses of this branch office or otherwise have a financial
interest in this branch office or its activities?:
 

○ Yes ○ No
If yes:
  (1) Provide the following information for each entity or [person] person
responsible for expenses or with a financial interest:

 

Name Entity Type CRD# Registered
(Y/N) EIN Delete

 

□
 

□
 

□
 

(2) Provide an explanation of the expense payment/financial interest arrangement:
 

FIRM NAME: CRD#:
 

5. ASSOCIATED INDIVIDUALS
 

Complete this section for initial filings only.
List all registered individuals other than the [s] supervisor(s)/person(s)-in-charge that will
be associated with this branch:
 

Individual Name CRD#
 

 

 

 

FIRM NAME: CRD#:
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6. NYSE BRANCH INFORMATION
 

[ NYSE Rule 342(c) requires prior consent of each branch office location with each such
location having a qualified person-in-charge acceptable to the NYSE.] NYSE Rule 342(c)
requires prior consent of each branch office location with each such location having a
qualified person-in-charge acceptable to the NYSE.
Complete the items in this section for initial filings only.
1. Anticipated Date of Opening:
If Anticipated Date of Opening is prior to the date the application is filed, explain:
2. Is the estimated cost of opening and equipping this branch office greater than 10% of the
applicant's most recent excess net capital? ○ Yes ○ No
If yes, enter the cost of opening and
equipping the office:$
3. What is the estimated number of active accounts to be serviced (if applicable)?
4. Has this branch office been acquired from another broker/dealer or other financial
institution? ○ Yes ○ No
If yes, state the name of the organization:
Date of transaction:
 

Complete the following items on all filings.
5. Enter the CRD number of the on-site Supervisor/Person-in-Charge who is responsible for
the supervision at this location.
6. Will Options Business be conducted from this location? ○ Yes ○ No
If yes, enter the CRD number of the registered Options Principal (OP) or Branch Office
Manager (BM) who is responsible for the supervision of the Options business.
 

7. If both the Research and Investment Banking activities are indicated on the activity
section of this form answer the following question:
Does the applicant have information barriers in place?
○ Yes ○ No
 

8. Other than the main office, are any of the records pertaining to this office maintained at
any other location? □ Yes □ No
If yes, provide the location(s):
 

Address Telephone Number Delete
 

□
 

□
 

9. Name and address where branch office certificates will be sent, if different from this
branch office address:
Name:
 

Certificate Address Street 1
 

Certificate Address Street 2
 

City: State: Country: Postal Code:
       

 

10. Is this office to be listed in the NYSE Bulletin? ○ Yes ○ No
 

11. Will the office be shared with any other organization? ○ Yes ○ No
If Yes, complete the [“ NYSE Office Space Sharing Form”] “NYSE Office Space Sharing
Form” to enter a description of how the arrangement will comply with NYSE Rule 343.
 

NYSE Office Space Sharing Form - Rule 343
 

Rule 343:
No office or foreign incorporated branch of an NYSE member or member organization shall be
jointly occupied with any other broker or dealer, investment advisor, or other person who conducts
a securities or commodities business with the public unless such member or member organization
submits, and receives NYSE approval of, an attestation that the office space sharing arrangement
conforms with Rule 343.
 

FIRM NAME: CRD#:
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6. NYSE BRANCH INFORMATION - OFFICE SHARING
 

Name of Entity with whom the member or member organization applicant intends to share
space:

Name: CRD#:
 

 

A space sharing arrangement is permissible if it completely conforms to at least one of the
four descriptions outlined in the sections listed below. If the arrangement does not comply
with all provisions of any given section, check all applicable representations and include
any additional extenuating circumstances which may warrant approval of the arrangement
in the ‘comments’ dialogue box provided.
 

Select the type of arrangement under which the applicant is seeking approval by checking the
applicable box(es).

1. □ As a clearing member organization we intend to furnish office space, telephone or other facilities to our
introducing non-clearing member organization.

—or—

2. We understand that a member or member organization may share office space with a broker or dealer,
investment advisor or other person who conducts a securities or commodities business with the public if
certain conditions are met. Accordingly, we attest that:

□ the arrangement is not contrary to the rules of any self-regulatory organization; and

□ there is little or no customer traffic in the office of either organization; and

□ sufficient separation exists to enable customers who do visit to identify the individual or organization with
which they are transacting business; and

□ employees can be clearly identified as to their respective employer; and

□ clearance has been obtained from the member organization's fidelity insurance carrier and auditors.

—or—

3. We understand that a member or member organization may share office space with another broker or
dealer, investment advisor or other person who conducts a securities or commodities business with the public
if certain conditions are met. Accordingly, we attest that:

□ such space is separated by ceiling-high solid walls; and

□ such space has direct access to a public hall, main corridor or street; and

□ the name of each organization is placed on the door to such space; and

□ there are no connecting doors or windows between the space to be jointly occupied; and

□ the names are not listed under the same telephone number, and the telephone number of the member is
not used on the letterhead or on any advertising of any other member or non-member. (Also see Rule 36.60)

—or—

4. □ We intend to share office space with a person who is neither a broker nor a dealer, nor an investment
advisor, nor a person who otherwise conducts securities or commodities business with the public.

The proposed office space-sharing arrangement will be located on floor #:

_______________

Additional Comments:

__________________________________________________
 

FIRM NAME: CRD#:
 

7. BRANCH CLOSING
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[Type of Branch Office Closing
□ Broker-dealer  □ Investment Adviser]
Date operations ceased or will cease at the branch office:
 

Location of Books and Records
 

Address (Street/City/State/Postal Code)
 

 

Contact Name and Telephone Number
First Name: Last Name:
   

Daytime Telephone Number:
 

 

 

FIRM NAME: CRD#:
 

8. BRANCH WITHDRAWAL
 

 

Date of Withdrawal: Reason for Withdrawal:
   

Contact Name and Telephone Number
First Name: Last Name:
   

Daytime Telephone Number:
 

 

FIRM NAME: CRD#:
 

9. SIGNATURE
 

The undersigned certifies that he/she has executed this form on behalf of, and with
the authority of, the applicant. The undersigned and the applicant represent that the
information and statements contained herein, and all materials filed in connection with this
form, are current, true and complete. The undersigned and the applicant further represent
that to the extent any information previously submitted is not amended, such information
is accurate and complete. False statements on this application or any amendment thereto
shall constitute a violation of the rules of the applicable SRO(s) and/or jurisdiction(s).
A “signature” includes a manual signature or an electronically transmitted equivalent.
For purposes of an electronic form filing, a signature is effected by typing a name in the
designated signature field. The applicant or applicant's agent has typed the applicant's
name under this section to attest to the completeness and accuracy of this record. By
typing a name in this field, the signatory acknowledges and represents that the entry
constitutes in every way, use, or aspect, his or her legally binding signature.
Signature of Appropriate Signatory:
 

Name of Person Filing Form:
 

Title of Person Filing Form:
 

Telephone Number of Person Filing Form:
 

Date:
 

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Release No. 34-52543 (SR-NYSE-2005-13).
2  See Release No. 34-52544 (SR-NASD-2005-030).
3  Note that the Exchange will continue to bill membership separately for branch office fees and not via the

CRD System.
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4  The NYSE EFP Branch Office System will not accept any filings during the two-day period of October
27th and 28th.

5  For information on which states require or permit paper filings of Form BR, see NASAA's website at
www.nasaa.org.

6  Firms are reminded that their selected NYSE Branch Codes must be unique for each of their locations.
NYSE Branch Codes can range from one to fifteen characters. They may be alphabetical, numerical,
or both. Firms are prevented from re-using a branch code until the code has been retired for at least
three years. The only exception to this is when a firm has closed a branch and then re-opens it at the
same exact address. Firms are also reminded that valid branch office codes are required when reporting
quarterly Rule 351(d) complaint statistics. (See NYSE Information Memo 04-56 titled "Rule 351(d) -
Branch Office Integration Project.")

7  Note that if the branch office's designated qualified branch office manager is not a resident manager
(i.e., if her or she is not physically located in the branch office), firms should indicate the name of
the designated off-site manager and not the on-site "registered representative in charge." See the
Interpretation of NYSE Rule 342.15 in the NYSE Interpretation Handbook.

8  See Release No. 34-52402 (September 9, 2005) 70 FR 54788 (September 16, 2005) (SR-
NYSE-2002-34) and Release No. 34-52403 (September 9, 2005) 70 FR 54782 (September 16, 2005)
(SR-NASD-2003-104). Note that, although firms will be given until May 1, 2006 to update their branch
office applications with necessary information and close any offices that do not fall under the new branch
office definition as recently approved by the SEC, firms will be billed their annual maintenance fee on
January 31, 2006 based upon the locations listed as approved as of December 31, 2005.

9  The new branch office must be one that has been established on the CRD system through the filing of a
Form BR.

10  See NYSE Rule 342(c).
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 05-76

Click to open document in a browser

October 6, 2005

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: RECORDING OF SPECIALIST AND SPECIALIST CLERK TIME ON TRADING FLOOR (RULE
103.12)

On April 12, 2005, the New York Stock Exchange (“NYSE” or the “Exchange”) entered into a settlement order
with the Securities and Exchange Commission (the “Order”). Under the terms of the Order, the Exchange
shall develop systems and procedures designed to track: (a) the identity of specialists and specialist clerks
(also known as trading assistants); (b) the times during which each specialist acts in his or her capacity
as specialist on the Floor of the Exchange; and (c) the times during which each specialist clerk acts in the
capacity of specialist clerk on the Floor of the Exchange. In connection with this system, the Exchange has
adopted new NYSE Rule 103.12, which will require specialist organizations to record when each specialist is
engaged in trading related activities and when each specialist clerk is engaged in trading support activities on

the Floor. 1   The rule change will take effect October 9, 2005.

NYSE Rule 103.12 enables the Exchange to accurately track the identity of specialists and specialist clerks
and the times when each specialist and each specialist clerk acts in such capacities while on the Floor. The
Rule requires that specialist member organizations make and keep, in the regular course of business, their
own records of the times that each of the member organization's specialists and specialist clerks work in
these capacities on the Floor. Such records should be maintained in an easily accessible place and manner
such that the specialist organization can provide requested records to the Exchange or any other regulatory
body.

In addition, to facilitate the Exchange's ability to monitor the activities of specialists and specialist clerks, the
Exchange is installing an application that captures this information electronically. This application, known as
IDTrack SM, requires specialists and specialist clerks to log into IDTrack SM, which registers their identities,
times working in their respective capacities on the Floor, and the specialty stocks in which they are working.
Specialists and specialist clerks are required to log into IDTrack SM prior to the opening of trading in each
security in which they are working, and to update IDTrack SM throughout the trading day. The Exchange
anticipates implementing additional enhancements to IDTrack SM that will require specialists and specialist
clerks to verify their attendance at the end of the trading day.

Specialists and specialist clerks are advised that IDTrack SM will provide periodic reports and information to
the Exchange and to specialist organizations.

Specialists and specialist clerks are required to log into and out of IDTrack SM in real time. The Exchange
recognizes, however, that it may be necessary, in extraordinary circumstances, for a specialist or a specialist
clerk to log past activity. Accordingly, IDTrack SM users will be able to use ‘As Of’ Time to record the actual
time of activity that occured in the past. Specialists and specialist clerks are cautioned that this feature
should be used only in extraordinary circumstances, such as during a breakout situation. Please note that the
IDTrack SM application will not accept time values for a future time event.

Specialists and specialist clerks who do not properly record accurate records of their time spent on the Floor
through their firm's own records and in IDTrack SM will be in violation of Rule 103.12, among other Exchange
rules, and may be subject to disciplinary action under Exchange Rule 476(a).
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Members or employees of members and member organizations who are, or become aware of, violations of
Rule 103.12 by a specialist or specialist clerks should report this to the On-Floor Surveillance Unit, located in
the Extended Blue Room. Alternatively, they may contact Patrick Giraldi, Director of the On-Floor Surveillance
Unit, at (212) 656-6804 or Elizabeth Barnes, Chief Counsel, Market Surveillance, at (212) 656-2453.

The text of Rule 103.12 is attached as Exhibit A.

Questions regarding IDTrack SM or other aspects of the Order should be directed to Susan F. Axelrod, Chief
of Staff to the Chief Regulatory Officer, at (212) 656-2347. Questions regarding this Information Memo should
be directed to Donald Siemer, Director, Market Surveillance, at (212) 656-6940, or to Douglas Witter, Senior
Special Counsel, Market Surveillance, at (212) 656-4875.

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Attachments

EXHIBIT A

Rule 103 Supplementary Material:

.12 Time Tracking Requirements.-(A) Each specialist and specialist organization shall keep and provide the
Exchange with records in such format as required by the Exchange indicating (a) the identity of specialists
and the personnel of the specialist organization available on the Floor to work with specialists; (b) the times
during which each specialist acts in his or her capacity as specialist on the Floor; and (c) the times during
which personnel available on the Floor act in the capacity of a clerk to a specialist on the Floor.

(B) Each specialist and the personnel of the specialist organization available on the Floor to work with the
specialist shall input the required personnel identifying information into the Exchange's IDTrack SM system at
any post and panel in which each specialist acts in his or her capacity as specialist on the Floor and in which
personnel available on the Floor act in the capacity of a clerk to a specialist on the Floor.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Exchange Rule 54 prohibits all non-Exchange Members, including specialist clerks, from engaging in
trading of the Floor of the Exchange.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 05-74

Click to open document in a browser

October 6, 2005

   ATTENTION: CHIEF OPERATIONS OFFICER, CHIEF ADMINISTRATIVE OFFICER, REGISTRATION,
LEGAL AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: BRANCH OFFICE DEFINITION

Introduction

On September 9, 2005, the Securities and Exchange Commission (“SEC” or “Commission”) approved

amendments 1   to NYSE Rule 342 (“Offices - Approval, Supervision and Control”) that provide a new,
uniform industry definition of the term “branch office.” (See Exhibit A). The amendments are the result
of a joint regulatory initiative by the New York Stock Exchange, the National Association of Securities

Dealers (“NASD”) 2   (collectively the “SROs”) and the North American Securities Administrators Association
(“NASAA”).

Historically, various regulatory bodies have defined the term “branch office” differently. The conflicting
requirements that resulted from such disparate definitions created regulatory burdens on members
and member organizations, such as the need to file different application forms with multiple regulatory
organizations in order to register or renew the registration of a branch office location, as well as having to
coordinate differing registration and notification filing deadlines. The amendments are intended to alleviate
these burdens by standardizing the criteria to be applied when determining whether or not a business location
requires registration as a branch office. The amendments to Rule 342 will, for some member organizations,
reduce the number of locations required to be registered as branch offices. The amendments are effective
immediately.

In addition to the amendments discussed in this Information Memo, there has similarly been a coordinated
effort by the NYSE, NASD and NASAA to standardize the branch office application process. Specifically,
the securities industry will shortly be making the transition to a centralized, CRD-based branch office
application system that will allow member organizations, via new Form BR, to submit a single filing in order to
simultaneously fulfill the branch office registration/approval requirements of the Exchange, NASD and most

states. 3   In this regard, firms will also benefit from on-line work queues, electronic notifications, and other
features available through the CRD system.

Background

Exchange Rule 342(c) requires that members and member organizations obtain the Exchange's prior
approval for each branch office to be established. The term “branch office” has generally been defined by
the Exchange as any location, other than the main office, from which the business of a member or member
organization is conducted. Accordingly, locations such as a registered representative's primary residence,
operational or administrative offices, locations utilized on a temporary or intermittent basis (so-called “offices
of convenience”) have, heretofore, required registration as branch offices.

Advances in technologies utilized by firms to conduct and monitor securities activities at remote locations,
as well as changes in broker-dealer business models and their employees' lifestyles and work patterns,
precipitated a re-examination of branch office registration requirements.

NYSE Rule 342.10
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New NYSE Rule 342.10 defines the term “branch office” as “…any location where one or more associated

persons 4   of a member or member organization regularly conduct the business of effecting any transactions
in, or inducing or attempting to induce the purchase or sale of any security,” or any location held out as such.
5   This language substantially mirrors the SEC's definition of “office” in its “Books and Records” rules under

the Securities Exchange Act of 1934. 6   (See SEA Rules 17a-3 and 17a-4). 7 

Exemptions from Branch Office Registration

In recognition of current business models, surveillance capabilities, and employee workstyle practices,
flexibility has been provided in the form of seven exceptions from the branch office registration requirement.
These include:

Non-Sales Locations

Rule 342.10(A) exempts non-sales locations from branch office registration. Such locations must be
established solely for customer service and/or back office functions and may not be held out to the public as a
branch office. No sales activities may be conducted from a non-sales location, which is to say that associated
persons conducting business on behalf of a member or member organization from such locations may not:
recommend the purchase or sale of securities; otherwise communicate with the public; accept orders for the
purchase or sale of securities; or execute such orders.

An example of a non-sales location would be where a member or member organization stations a Series
16 qualified supervisory analyst in an office of a foreign affiliate, solely to review research reports. Another

example would be an office established for the sole purpose of soliciting investment banking services 8   to
clients. A third example would be an office that engages solely in proprietary trading or securities lending.
9   Note that, although exempt from branch office registration and requirements directly related to such
registration (such as annual inspections), non-sales locations are otherwise fully subject to NYSE Rule 342.

Primary Residences

Rule 342.10(B) exempts from the definition of branch office any location that is the associated person's
primary residence. Only one associated person, or multiple associated persons who reside at the location
and are members of the same immediate family, may conduct business from the location. Each member and
member organization must maintain a current list of any such locations, which are subject to the following
specific safeguards and limitations:

(1) The location may not be held out as a branch office.

(2) The associated person(s) may not meet with customers at the location.

(3) Neither customer funds nor securities may be accepted or held at the location.

(4) The associated person or persons are assigned to a designated branch office, which is reflected on all
business cards, stationery, advertisements, and other communications with the public.

(5) All communications with the public must be subject to supervisory provisions pursuant to all applicable
Exchange rules - including, but not limited to, Rules 342 and 472.

(6) Electronic communications must be transmitted through the member's or member organization's electronic
system.

(7) All orders must be entered through the designated branch office or through an electronic system
established by the member or member organization that is reviewable at such branch office.

(8) Written procedures relating to the supervision of sales activities conducted at the location must be
maintained by the member or member organization.
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Locations Other than Primary Residences

Rule 342.10(C) exempts from branch office registration any location, other than Primary Residences,
provided it is used for securities-related activities less than 30 business days in any calendar year. These
would generally include vacation or second homes and other non-primary residences. Such locations are
subject to the same criteria imposed upon exempted Primary Residences, enumerated as (1) through (8),
above.

In the context of this exemption, the term “business day” is defined to exclude any partial day, provided the
associated person spends at least four hours of such business day at his or her designated branch office
during the time period such office is normally open for business. This is intended to prevent associated
persons from regularly conducting business from locations other than their primary residence for the majority
of a business day, without such activity being counted towards the 30-day limit.

Where the “30-business day” exemption is utilized, members and member organizations are expected
to maintain records adequate to demonstrate compliance with the “business day” limitations. Once the
30-business day limit has been reached, members and member organizations will have a 30-calendar
day window to submit applications for registering such locations as branch offices. Pending branch office
approval, associated persons may continue conducting securities business from the location. However, if the
branch office application is not approved, associated persons must immediately cease conducting securities
business from the location.

Offices of Convenience

Rule 342.10(D) exempts from branch office registration “offices of convenience.” An office of convenience is
defined as a location where an associated person occasionally and exclusively by appointment meets with
customers, provided such location is not held out to the public as a branch office. An associated person may
not establish regular business hours at such location or hold out the location in any way (except for signage
required at banks as discussed below). Final approval and execution of transactions must be done through
the branch office.

When an office of convenience is located on the premises of a bank, the only permitted signage such
offices may display, under regulations promulgated by the Office of the Comptroller of the Currency, are
those advertising to the public that “non-deposit investment products” are being offered at the location. This
restriction is intended to prevent confusion on the part of customers who might otherwise believe that only
traditional, insured bank-related investments are being offered by associated persons through such offices.

Location Used Primarily to Engage in Non-Securities Transactions

Rule 342.10(E) exempts from branch office registration locations where associated persons are primarily
engaged in non-securities activities (e.g., insurance sales) and from which an associated person effects no
more than 25 securities transactions in a calendar year - provided that advertisements or sales literature,
including business cards, identifying such location also set forth the locations from which the associated
person or persons are directly supervised. All securities transactions originating from such locations must be
entered through, and supervised by, the associated person's designated branch office.

Once the 25 securities transaction threshold is exceeded, members and member organizations will be
given a 30-calendar day window to submit applications for registering such locations as branch offices.
Pending branch office approval, associated persons may continue conducting securities business from such
locations. However, if the branch office application is not approved, associated persons must immediately
cease conducting securities business from the location. For purpose of this exception, transactions effected
pursuant to a dividend reinvestment plan, or similar types of transactions, would not be counted toward the 25
securities transaction limit.
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Floor of a Registered National Securities Exchange

Rule 342.10(F) exempts from branch office registration any location on the Floor of a registered national
securities exchange from which a member or member organization conducts a direct access business with
public customers.

Temporary Location

Rule 342.10(G) exempts from branch office registration any temporary location established in response to
the implementation of a business continuity plan. For additional information, see NYSE Rule 446 (“Business
Continuity and Contingency Plans”).

Specific Supervisory Requirements Relating to Non-Registered Locations

Rule 342.10 prescribes that written supervisory procedures for “Primary Residences” exempted pursuant
to Rule 342.10(B), for “Locations other than Primary Residences” exempted under Rule 342.10(C), and for
other non-registered locations must be designed to ensure compliance with applicable securities laws and

regulations and with NYSE Rules. 10 

Though business locations that are exempt from registration as branch offices are not subject to annual

inspection requirements, 11   the prescribed supervisory procedures for such locations must include criteria
to determine the appropriateness of on-site “for cause” reviews to ensure such compliance. To this end, risk-
based techniques must be utilized. Factors that must be considered when developing supervisory procedures
to determine whether on-site “for cause” reviews of primary residences and other nonregistered locations are
warranted shall include, but not be limited to, the following:

(1) The firm's size.

(2) The firm's organizational structure.

(3) The scope of the firm's business activities.

(4) The number and location of offices.

(5) The number of associated persons assigned to a location.

(6) The nature and complexity of products and services offered at a location.

(7) The volume of business done.

(8) Whether the location has a Series 9/10-qualified person on-site.

(9) The disciplinary history of associated persons at a location, including a review of such persons' customer
complaints and Forms U4 and U5.

(10) The nature and extent of associated persons' outside business activities, whether or not related to the
securities business.

General Supervisory Considerations Relating to Non-Registered Locations

Before granting permission to work at any non-registered location firms should, as a matter of good business
practice, review all applicable criteria to determine whether the associated persons in question should be
permitted to work from that location and, if so, whether heightened supervision may be required.

In this regard, members and member organizations are reminded of the importance of monitoring any

outside account activities of such associated persons. 12   Any outside business activities of associated

persons working from a non-registered location are also subject to supervisory scrutiny. 13   Initial review
and approval, ongoing monitoring, and any necessary follow-up of outside business activities by associated
persons, whether or not related to the securities business, is particularly important in the context of a non-
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registered remote business location such as an associated person's residence. Further, as noted above,
members and member organizations should carefully consider such factors when developing risk-based
criteria to determine the extent and frequency of on-site “for cause” reviews of non-registered business
locations.

Members and member organizations are responsible for maintaining a readily available, current and accurate
list of all non-registered business locations.

Locations Supervising Associated Persons

New rule 342.10 provides that “notwithstanding the exclusions in subparagraphs 342.10(A) - (G), any
location that is responsible for supervising the activities of persons associated with a member or member
organization at one or more non-branch locations of such member or member organization is considered to
be a branch office.” The inclusion of such offices within the branch office definition recognizes the importance
of maintaining effective supervisory systems through independent verification and testing of supervisory
functions. The effectiveness of such functions is especially important when the business locations being
supervised are physically remote from the supervisor, a situation that often requires a particularly proactive
approach to supervision.

Questions concerning this Information Memo may be addressed to William Jannace at (212) 656-2744 or
Stephen Kasprzak at (212) 656-5226.

___________________________

Donald van Weezel

Vice President

Member Firm Regulation

Attachments

Exhibit A

Additions Underscored

Deletions [Bracketed]

Rule 342. OFFICES - APPROVAL, SUPERVISION AND CONTROL

(a)-(e) NO CHANGE

Supplementary Material:

.10 Definition of Branch Office

A “branch office” is any location where one or more associated persons of a member or member organization
regularly conduct the business of effecting any transactions in, or inducing or attempting to induce the
purchase or sale of any security, or is held out as such, excluding:

(A) any location that is established solely for customer service and/or back office type functions where no
sales activities are conducted and that is not held out to the public as a branch office;

(B) any location that is the associated person's primary residence; provided that: (i) only one associated
person, or multiple associated persons, who reside at that location and are members of the same immediate
family, conduct business at the location; (ii) the location is not held out to the public as an office and the
associated person does not meet with customers at the location; (iii) neither customer funds nor securities
are handled at that location; (iv) the associated person is assigned to a designated branch office, and such
branch office is reflected on all business cards, stationery, advertisements and other communications to
the public by such associated person; (v) the associated person's correspondence and communications
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with the public are subject to all supervisory provisions of the Exchange's rules including, but not limited to,
Rules 342 and 472; (vi) electronic communications (e.g., e-mail) are made through the member's or member
organization's electronic system; (vii) all orders are entered through the designated branch office or an
electronic system established by the member or member organization that is reviewable at the branch office;
(viii) written supervisory procedures pertaining to supervision of sales activities conducted at the residence
are maintained by the member or member organization; and (ix) a list of the locations is maintained by the
member or member organization;

(C) any location, other than a primary residence, that is used for securities business for less than 30 business
days in any one calendar year, provided the member or member organization complies with the provisions of
(ii) through (viii) of paragraph (B) above;

(D) any office of convenience, where the associated person occasionally and exclusively by appointment
meets with customers, which is not held out to the public as a branch office (where such location is on bank
premises, however, only signage required by the Interagency Statement (Statement on Retail Sales of
Nondeposit Investment Products required under Banking Regulations) may be displayed);

(E) any location that is used primarily to engage in non-securities activities and from which the associated
person effects no more than 25 securities transactions in any one calendar year; provided that any
advertisements or sales literature identifying such location also sets forth the address and telephone number
of the location from which the associated person conducting business at the non-branch locations are directly
supervised;

(F) the Floor of a registered national securities exchange where a member or member organization conducts
a direct access business with public customers; or

(G) a temporary location established in response to the implementation of a business continuity plan.

Notwithstanding the exclusions in subparagraphs 342.10(A) - (G), any location that is responsible for
supervising the activities of persons associated with a member or member organization at one or more non-
branch locations of such member or member organization is considered to be a branch office.

For purposes of this Rule, the term “business day” shall not include any partial business day provided that
the associated person spends at least four hours on such business day at his or her designated branch office
during the hours that such office is normally open for business.

For purposes of this Rule, the term “associated person of a member or member organization” is defined as a
member, allied member, or employee associated with a member or member organization.

For purposes of Rule 342.10(B)(viii), written supervisory procedures shall include criteria for on-site for cause
reviews of an associated person's primary residence. Such reviews must utilize risk-based sampling or other
techniques designed to assure compliance with applicable securities laws and regulations and with NYSE
rules.

For purposes of Rule 342.10(B)(viii) and (C), written supervisory procedures for such residences and other
remote locations must be designed to assure compliance with applicable securities laws and regulations and
with NYSE Rules.

Factors which should be considered when developing risk-based sampling techniques to determine the
appropriateness of on-site for cause reviews of selected residences and other remote locations shall include,
but not be limited to, the following: (i) the firm's size; (ii) the firm's organizational structure; (iii) the scope of
business activities; (iv) the number and location of offices; (v) the number of associated persons assigned
to a location; (vi) the nature and complexity of products and services offered; (vii) the volume of business
done; (viii) whether the location has a Series 9/10-qualified person on-site; (ix) the disciplinary history of the
registered persons or associated persons, including a review of such person's customer complaints and
Forms U4 and U5; and (x) the nature and extent of a registered person's or associated person's outside
business activities, whether or not related to the securities business.
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.1[0] 1 Annual fee. — Each office of a member organization (including any foreign branch office), other than
the main office of the member organization, shall be subject during its existence to a registration fee as
determined by the Exchange for each calendar year or part thereof, unless specifically exempted by the
Exchange.

[.11 Registered representative operating from residence. — With the prior approval of the Exchange, a
registered representative may operate from his residence. His home address and telephone number may be
advertised in any normal manner (such as business cards, local newspapers, stationery, etc.) but, in such
event, the residence address shall be considered as constituting an office of his employer.]

* * *

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Release No. 34-52402 (September 9, 2005) 70 FR 54788 (September 16, 2005) (SR-
NYSE-2002-34).

2  See Release No. 34-52403 (September 9, 2005) 70 FR 54782 (September 16, 2005) (SR-
NASD-2003-104).

3  Form BR replaces Schedule E of Form BD, the current NYSE Branch Office Application Form (which
is currently submitted through the Exchange's Electronic Filing Platform (EFP) System) and certain
state branch office forms. Consistent with the uniform form concept, Form BR will enable firms to
register or report branch offices electronically with the Exchange, NASD, and states that require branch
registration or reporting, via a single filing through the CRD system. For additional information, see
NYSE Information Memo No. 05-75.

4  For purposes of Rule 342.10, the term "associated person of a member or member organization" is
defined as a member, allied member, or employee associated with a member or member organization.
This definition encompasses registered representatives who hold "independent contractor" status. For
further information, see Rule 345(a)/02 in the NYSE Interpretation Handbook.

5  If the "main office" of a member organization meets the Rule 342.10 definition of "branch office" it is
required to be registered. See also NYSE Information Memo No. 05-75.

6  15 U.S.C. 78a et seq.
7  Note that the amendments discussed in this Information Memo do not alter or affect the obligations

of members and member organizations under SEA Rules 17a-3 and 17a-4 which specify the records
broker-dealers must make, and how long those records and other documents relating to a broker-
dealer's business must be kept.

8  As defined under Rule 472.20, "investment banking services" includes, without limitation, acting as an
underwriter in an offering for the issuer; acting as a financial adviser in a merger or acquisition; providing
venture capital, equity lines of credit, PIPEs (private investment, public equity transaction), or similar
investments; or serving as placement agent for the issuer. The term also includes acting as a member
of a selling group in a securities underwriting. (See NYSE Information Memo No. 02-26, dated June 26,
2002).

9  Although exempt from registering as branches, the persons performing such duties would pursuant to
Exchange Rule 345 ("Employees - Registration, Approval, Records") be required to be registered with,
qualified by and acceptable to the Exchange.
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10  For additional guidance with respect to the supervision of "remote offices," see SEC, Division of Market
Regulation Staff Legal Bulletin No. 17, dated March 19, 2004.

11  See Rule 342(a)(b)/03 in NYSE Interpretation Handbook.
12  See NYSE Rule 407 ("Transactions - Employees of Members, Member Organizations and the

Exchange").
13  See NYSE Rule 346 ("Limitations - Employment and Association with Members and Member

Organizations").
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 05-73

Click to open document in a browser

October 3, 2005

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW RULE 80A COLLARS AND RULE 80B CIRCUIT BREAKER LEVELS FOR FOURTH
QUARTER 2005

EFFECTIVE OCTOBER 1, 2005, Rule 80A requirements on limitations on index arbitrage trading in

component stocks of the S & P 500 Index SM 1   will be based on the NYSE Composite Index® (also

referred to as NYA), instead of the Dow Jones Industrial Average SM 2  (“DJIA”). See Information
Memo No. 05-72 (September 26, 2005) for a detailed explanation.

 

EFFECTIVE OCTOBER 1, 2005 through DECEMBER 31, 2005
• Rule 80A restrictions on index arbitrage trading in component stocks of the S & P 500

Stock Price Index SM will be imposed when the NYSE Composite Index® (also known
as NYA) is above or below its closing value on the previous trading day by:

150 points or more
• Rule 80A restrictions will be removed when the NYSE Composite Index® is above or

below its closing value on the previous trading day by:
70 points or less

• Index arbitrage order entry restrictions will be re-imposed each time the NYSE
Composite Index® advances or declines:

150 points from the prior day's close
• Rule 80B trading halts will be triggered when the Dow Jones Industrial Average SM

(“DJIA”) declines below its closing value on the previous trading day by:
1050 points (Level 1)
2100 points (Level 2)
3150 points (Level 3)

 

Rule 80A

Whenever Rule 80A collars are in effect due to a decline in the NYSE Composite Index®, all index arbitrage
orders to sell any component stock of the S & P 500 Stock Price Index must be marked “sell plus”; and
whenever the collars are in effect due to an advance in the NYSE Composite Index®, all index arbitrage
orders to buy must be marked “buy minus”.

Rule 80B

Whenever a Rule 80B circuit breaker is in effect, trading in all stocks on the Exchange will halt for the time
periods specified below.

Level 1 Halt

a) before 2:00 p.m. - one hour;
b) at 2:00 p.m. or later but before 2:30 p.m. - 30 minutes;
c) at 2:30 p.m. or later - trading shall continue, unless there is a Level 2 Halt.

Level 2 Halt

a) before 1:00 p.m. - two hours;
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b) at 1:00 p.m. or later but before 2:00 p.m. - one hour;
c) c) at 2:00 p.m. or later - trading shall halt and not resume for the remainder of the day.

Level 3 Halt

at any time - trading shall halt and not resume for the remainder of the day.

A complete discussion of the calculation of trigger values for Rule 80B was published in Information Memo
No. 98-15, dated April 13, 1998.

Questions concerning these matters may be addressed to Donald Siemer at (212) 656-6940 or Jean Walsh at
(212) 656-4931.

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  "S & P 500 Index" is a service mark of Standard & Poor's Corporation.
2  "Dow Jones Industrial Average" is a service mark of Dow Jones & Company, Inc.
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TO: ALL MEMBERS, MEMBER ORGANIZATIONS AND CHIEF OPERATING OFFICERS

SUBJECT: AMENDMENTS TO RULE 80A (INDEX ARBITRAGE TRADING RESTRICTIONS)

 EFFECTIVE OCTOBER 1, 2005, Rule 80A requirements on limitations on index arbitrage trading in

component stocks of the S & P 500 Index SM 1   will be based on the NYSE Composite Index® (also

referred to as NYA), instead of the Dow Jones Industrial Average SM 2  (“DJIA”).

The Securities and Exchange Commission has approved amendments to Rule 80A (Index Arbitrage Trading
Restrictions) changing the index upon which the calculations on limitations on index arbitrage trading in
component stocks of the S & P 500 Index are based. The NYSE Composite Index® (also referred to as NYA),
replaces the current use of the Dow Jones Industrial Average (“DJIA”).

Imposition of Tick Restrictions

Current Rule 80A requires that, for any component stock of the S & P 500 Index, whenever the DJIA declines
from the previous day’s close by an amount greater than or equal to two percent calculated pursuant to the
Rule, all index arbitrage orders to sell must be marked “sell plus”; and whenever the DJIA advances from
the previous day’s close by such amount, all index arbitrage orders to buy must be marked “buy minus.” The
value at which tick restrictions will be imposed is calculated quarterly in a manner similar to that used for the
calculation of the market-wide circuit breakers in Rule 80B. The two percent value is based upon the average
closing value of the DJIA for the last month of the previous calendar quarter, rounded down to the nearest ten
points.

The restrictions are imposed whenever the change from the previous day’s close in the DJIA is greater than
or equal to two percent calculated pursuant to the Rule. The restrictions are removed when the DJIA comes
back or retreats to one percent or less, calculated pursuant to the Rule, from the prior day’s close.

If removed, the index arbitrage order entry restrictions will be re-imposed each time the DJIA advances or
declines from the prior day’s close by two percent calculated pursuant to the Rule.

The Change to Utilize the NYSE Composite Index® or NYA

As a result of these amendments, Rule 80A (Index Arbitrage Trading Restrictions) will utilize the NYSE
Composite Index® or NYA to calculate limitations on index arbitrage trading as provided in the Rule and will
no longer use the DJIA to calculate limitations on index arbitrage trading. On the effective date of the rule
change, October 1, 2005, Rule 80A will base the collars on a 2% movement in the average closing value of
the NYSE Composite Index®. The NYA is designed to measure the performance of all common stocks listed
on the Exchange, including ADRs, REITs and tracking stocks. The base value of the NYA was recalculated
on December 31, 2002 at 5,000. It closed at 7637.51 on September 12, 2005. The NYA represents 77%
of the total market capitalization of all publicly traded companies in the U.S., and 64% of the total market
capitalization of all publicly traded companies worldwide.

The Exchange believes that the NYA is a better reflection of NYSE market performance. The Exchange also
believes that the NYA will continue to provide an appropriate measure of market volatility. A review of the
Rule 80A collars during 2003 shows that the 2% DJIA collar was triggered 28 times. During this same period,
using the NYA at 2% as the measure would have resulted in the collar being triggered 18 times. In 2004, the

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

362

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P05-72%2909013e2c855b3a56?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80B/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


Rule 80A collars were not triggered at all, while the collar would have been triggered once using the NYA at
2%.

Amended Rule 80A is attached as Exhibit A.

Questions concerning any matters discussed in this Information Memo may be addressed to Donald Siemer
at (212) 656-6940.

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

EXHIBIT A

Amendments underscored

Deletions [bracketed]

Index Arbitrage Trading Restrictions

Rule 80A (a) All index arbitrage orders to sell any component stock of the S & P 500 Stock Price Index SM 1

   must be entered with the instruction "sell plus" on any trading day when the [Dow Jones Industrial Average
SM 2   ("DJIA")] NYSE Composite Index® declines below its closing value on the previous trading day by at
least the "two-percent value" as calculated below. This index arbitrage order entry requirement shall remain
in effect for the remainder of the trading day. However, the index arbitrage order entry requirement pursuant
to this paragraph (a) shall be removed if the [DJIA] NYSE Composite Index® subsequently reaches a value
below its closing value on the previous trading day that is a decline equal to the "one-percent value" or less
as calculated below.

(b) All index arbitrage orders to buy any component stock of the S & P 500 Stock Price Index must be entered
with the instruction "buy minus" on any trading day when the [DJIA] NYSE Composite Index® advances
above its closing value on the previous trading day by at least the "two-percent value" as calculated below.
This index arbitrage order entry requirement shall remain in effect for the remainder of the trading day.
However, the index arbitrage order entry requirement pursuant to this paragraph (b) shall be removed if
the [DJIA] NYSE Composite Index® subsequently reaches a value above its closing value on the previous
trading day that is an advance equal to the "one-percent value" or less as calculated below.

(c) The principles in paragraphs (a) and (b) shall govern the imposition and removal of the index arbitrage
order entry requirements as to all subsequent movements in the [DJIA] NYSE Composite Index® on that day.

Supplementary Material:

___________________________

.10 The "two-percent value" shall be calculated at the beginning of each calendar quarter and shall be two-
percent (2.0%), rounded down to the nearest 10 points, of the average closing value of the [DJIA] NYSE
Composite Index® for the last month of the previous quarter. The "one-percent value" shall be one-half,
rounded down to the nearest ten points, of the "two-percent value".

.20 The index arbitrage order entry restrictions shall not apply to index arbitrage market-at-the-close orders
in liquidation of previously established stock positions against derivative index products entered on the last
business day prior to the expiration or settlement of such derivative index products. Such orders shall be
entered pursuant to such procedures as the Exchange may from time to time prescribe.

.30 All orders containing the instruction "buy minus" or "sell plus" shall be executed as provided in Rule 13.
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.40 Definitions. (a) For purposes of this Rule 80A, "index arbitrage" means a trading strategy in which pricing
is based on discrepancies between a "basket" or group of stocks and the derivative index product (i.e. a basis
trade) involving the purchase or sale of a "basket" or group of stocks in conjunction with the purchase or sale,
or intended purchase or sale, of one or more derivative index products in an attempt to profit by the price
difference between the "basket" or group of stocks and the derivative index products. While the purchase
or sale of the stocks must be in conjunction with the purchase or sale of derivative index products, the
transaction need not be executed contemporaneously to be considered index arbitrage. The term "derivative
index products" refers to cash-settled options or futures contracts on index stock groups, and options on any
such futures contracts.

(b) "Program trading" means either (A) index arbitrage or (B) any trading strategy involving the related
purchase or sale of a "basket" or group of 15 or more stocks having a total market value of $1 million or
more. Program trading includes the purchases or sales of stocks that are part of a coordinated trading
strategy, even if the purchases or sales are neither entered or executed contemporaneously, nor part of a
trading strategy involving options or futures contracts on an index stock group, or options on any such futures
contracts, or otherwise relating to a stock market index.

(c) "Account of an individual investor" means an account covered by Section 11(a)(1)(E) of the Securities
Exchange Act of 1934.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  “S & P 500 Index” is a service mark of Standard & Poor’s Corporation.
2  “Dow Jones Industrial Average” is a service mark of Dow Jones & Company, Inc.
1  “Standard and Poor's 500 Stock Price Index” is a service mark of Standard and Poor's Corporation.
2  “Dow Jones Industrial Average” is a service mark of Dow Jones & Co., Inc.
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ATTENTION: CHIEF EXECUTIVE, FINANCIAL AND OPERATIONS OFFICERS/PARTNERS AND
COMPLIANCE DEPARTMENT

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: GUIDANCE PERTAINING TO HURRICANE RITA

 NYSE Information Memo 05-63 issued on September 2, 2005, provided guidance for specific regulatory
and compliance issues facing member organizations with offices in the areas affected by Hurricane Katrina.
In anticipation of the possible effects of Hurricane Rita, the Exchange is advising the membership that the
guidance offered in Information Memo 05-63 is also applicable to any areas similarly affected by Hurricane
Rita.

In addition to the guidance previously offered in the aforementioned Memo, the Exchange is providing the
following additional guidance that can be applied to areas affected by both Hurricanes Rita and Katrina.

Books and Records Maintained at the Affected Locations

Information Memo 05-63 advised member organizations to make every effort to retrieve or back up any books
and records required pursuant to NYSE Rule 440 (“Books and Records”) and SEA Rules 17a-3 and 17a-4
maintained at affected locations. It further advised that any such records that are “permanently destroyed” be
specified in a list and provided to the Exchange. In this context, records will not be considered “permanently
destroyed” if the relevant data is preserved in an alternative format (including electronic data-only sources),
or if the records can be recreated from an electronic database, or can otherwise be retrieved from a service
bureau, a back-up records storage facility, etc.

Firms are strongly advised to make every effort to recreate or otherwise replace any required records that
have been permanently destroyed including, but not limited to, customer account information.

New Employee Background Checks

It is understood that offices in the affected areas may not be able to perform thorough background checks on
any new employees that may be hired over the next several months. In the interim, member organizations
are advised to perform background checks and due diligence on new employees to the extent possible at the
time of hire, and then promptly complete the checks when the necessary information becomes available.

Anti-Money Laundering (“AML”)

Member organizations are reminded of their obligation to obtain a customer’s address before opening an
account – even in situations where it may be difficult to obtain, such as with displaced individuals. Firms
opening new customer accounts for individuals displaced by the hurricanes should obtain the individual’s last
permanent address as well as the address of the location where the individual is currently residing, even if it
is temporary. In the absence of an actual address or street number for the temporary housing, a description of
the physical location of the temporary housing will suffice.

Auditor Independence
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On September 15, 2005, the Securities and Exchange Commission issued Release No. 52444 to address the
needs of companies and individuals located within the areas affected by Hurricane Katrina that must comply
with the requirements of the federal securities laws. The Order provided specific exemptions and regulatory
relief for affected member organizations.

Section V of the Release addresses the issue of Auditor Independence (“Independence – Bookkeeping or
Other Services Related to the Accounting Records or Financial Statements of the Audit Client”). It states, in
part, that “the destruction of property and loss or destruction of corporate records, may require massive and
extraordinary efforts to reconstruct lost or destroyed accounting records. The Commission understands that
in this unique situation an audit client may look to its auditor for assistance in reconstruction of its accounting
records because of the auditor’s knowledge of the client’s financial systems and records.” It goes on to
say that, provided certain conditions are met, the Commission will provide limited relief from the auditor
independence rules.

Please see the SEC’s website devoted to “Hurricane Katrina Regulatory Relief and Assistance” for details
(http://www.sec.gov/katrina.htm).

State Registrations

The Exchange is aware of the state registration issues that could arise in connection with securities
transactions due to the displacement of both registered representatives and customers. The Exchange
acknowledges the relief from registration requirements that certain states have provided for firms and
registered representatives who are now operating in new states due to displacement from Hurricane Katrina,
and encourages member organizations to visit the North American Securities Administrators Association’s
(“NASAA”) “Hurricane Katrina Information Center” for details as to specific states’ exemptive relief. (http://
www.nasaa.org/industry___regulatory_resources/3587.cfm)

Branch Office Records

If a member organization has the opportunity to enter an otherwise closed branch office location, an attempt
should be made to: review the contents of any vault or safe on the premises for any customer funds or
securities; secure any back-up tapes at the location; determine if there are any customer complaints at the
office (in the files, or the mail, etc.) that need to be forwarded to the main office for reporting to the Exchange;
and retrieve any relevant records, such as blank checks or deposit slips, that would be prudent to remove
from the vacant location.

Similar procedures should be conducted as branch offices are brought back on line and are opened for
business.

Annual Branch Office Inspections

The Exchange understands the impact the hurricanes may have on some firms’ annual branch office
inspection programs. Specifically, it may be difficult, and in some cases impossible, to conduct 2005 branch
office visits at any office located in the affected regions not yet visited at the time of the hurricane. Firms
are advised to contact their Finance Coordinator regarding any issues they may have in completing their
inspection programs due to the effects of either Hurricane Katrina or Rita. Relief from this requirement will be
granted on a case-by-case basis.

Firms are advised to consider special visits and reviews where necessary. For instance, if a firm had planned
to conduct an on-site review of a particular registered representative of concern who was operating out of
an affected branch office and was subsequently displaced, consideration should be given as to whether
an on-site review of that RR at his/her current location is warranted, even if such location is a branch office
previously inspected.

Expedited Approval of Clearing Agreements
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If a clearing firm located in an affected area is no longer operational, introducing firms that clear trades
through such firms are required to enter into a new clearing agreement with another clearing firm. The
Exchange will make every effort to approve the new clearing agreements on an expedited basis to avoid
any further interruptions of business. Any firm that finds itself in this situation should alert their Finance
Coordinator to the need for an expedited review.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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ATTENTION: MANAGING PARTNERS, CHIEF EXECUTIVE OFFICERS, LEGAL AND COMPLIANCE
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO RULE 352

Summary

 On September 7, 2005 the Securities and Exchange Commission approved amendments to NYSE Rule

352 (“Guarantees, Sharing in Accounts, and Loan Arrangements” or the “Rule”). 1   Rule 352 generally
prohibits members, member organizations, and specified persons associated therewith from entering into
arrangements that guarantee the payment of a debit balance in any customer account; guarantee a customer
against loss; or establish a profit and/or loss-sharing agreement with a customer.

The amendments (see Exhibit A) incorporate into the Rule specific limitations on loan arrangements between
registered personnel associated with member organizations and prescribed public customers. In addition, the
Rule's Interpretation has been deleted from the NYSE Interpretation Handbook and an updated version of
it has been integrated into the Rule (see Exhibit B). Other miscellaneous amendments to the Rule serve to
clarify both its scope and purpose. The amendments are effective immediately.

Loan Arrangements Between Registered Personnel and Public Customers

Loan arrangements between member organization personnel and public customers are generally not a
good business practice given the potential conflicts of interest and abuses inherent in such situations. It
is, however, recognized that there are certain situations where such loans may not be inappropriate; for
instance, if they are of a strictly personal nature or otherwise unrelated to the business of the member
organization.

Accordingly, as outlined in detail below, new Rule 352(e) allows loan arrangements between registered
persons and public customers only if the member organization has written supervisory procedures permitting
such arrangements, and if the arrangements are limited to those arising either in the context of a prescribed
personal or business relationship outside of the broker-customer relationship, or to arrangements involving
other registered member organization personnel. Further, certain of these arrangements are only permitted
with the prior written approval of the member organization.

Permitted Loan Arrangements

A person associated with a member organization in any registered capacity may, pursuant to Rule 352(e),

borrow money from or lend money to a customer 2   of such person only if the member organization has
written supervisory procedures permitting such arrangements, and if the arrangement meets one of the five
following conditions:

(1) the customer is a member of such registered person's immediate family; or
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(2) the customer is a financial institution regularly engaged in the business of providing credit,
financing, or loans, or other entity or person that regularly arranges or extends credit in the ordinary
course of business; or

(3) the customer and the registered person are both registered persons of the same member
organization; or

(4) the lending arrangement is based on a personal relationship with the customer, such that the loan
would not have been solicited, offered, or given had the customer and the registered person not
maintained a relationship outside of the broker/customer relationship; or

(5) the lending arrangement is based on a business relationship outside of the broker-customer
relationship.

Permitted Loan Arrangements Requiring Prior Approval

Rule 352 further prescribes 3   that certain of the five permitted loan arrangements, because of their
potential susceptibility to conflicts of interest, require the prior written approval of the member organization.
Specifically, these include borrowing or lending arrangements:

(1) between registered persons of the same member organization (except that no pre-approval is
required for loans totaling $100 or less);

(2) involving a personal relationship outside the context of the brokercustomer relationship; and
(3) involving a business relationship outside the context of the brokercustomer relationship.

When reviewing such arrangements, due diligence should include a reasonable determination as to the
underlying purpose of the loan and whether it could give rise to any potential conflicts of interest. Further,
consideration should be given as to whether the arrangement would, or is intended to, circumvent other rules
or regulations. For instance:

• Could the arrangement represent payment pursuant to a “guarantee against loss” agreement in
violation of Rule 352(a)?

• Could the arrangement be a means of sharing in profits or losses in violation of Rule 352(b)?
• Could money from a registered representative to a customer represent a rebate for directed

business in violation of Rule 353(a), or involve payment to suppress a customer complaint about the
representative's performance (e.g., unauthorized trading, unsuitable transactions, etc.)?

• Could money from a customer to a registered representative involve payment to cancel an
unfavorable trade, or it could represent consideration for preferred treatment with respect to IPO
allocations?

Permitted Loan Arrangements Requiring No Prior Approval

A member organization's written procedures may indicate that registered persons are not required to notify
the member organization or receive member organization approval, either prior to or subsequent to entering
into a lending or borrowing arrangement with:

(1) an immediate family member; 4   or
(2) a financial institution, provided that the loan has been made on commercial terms that the customer

generally makes available to members of the general public similarly situated as to need, purpose,
and creditworthiness. For purposes of this paragraph, a member organization may rely on the
registered person's written representation that the terms of the loan meet the above-described

standards. 5 

Miscellaneous Rule Text Clarifications and Corrections Prohibitions Against Guarantees
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The text of Rule 352(a), 6   which prohibits guaranteeing accounts against transactional losses, has been
amended to refer specifically to “customer” accounts and “customer” transactions in order to clarify that
such Rule 352 prohibitions apply only to “public customers” (i.e., that they do not extend to broker-dealers).
These amendments are consistent with both the original intent of the Rule and the Exchange's ongoing
interpretation of it. The exclusion of broker-dealers from the scope of Rule 352 should in no way be construed
to influence the application of any other regulatory prohibition or restriction to which brokers and dealers are
subject.

Prohibition Against Sharing in Profits and Losses

The text of Rule 352(b), 7   which generally prohibits sharing in customer profits and losses, has been
amended to clarify that its general restriction against receiving or agreeing to receive a share in the profits or
losses of any customer account extends to officers of a member organization who are acting in the capacity
of a registered representative.

Also, a longstanding exception to the general prohibition against sharing or agreeing to share in any profits
or losses in customers accounts has been deleted from the NYSE Interpretation Handbook, updated,
and repositioned as Rule 352(d)(1) and (2). The essence of this exception, as it appeared in the Rule's
Interpretation, is that:

“…where a participatory compensation arrangement is entered into by a member organization that
itself is registered with the SEC as an investment adviser, and such arrangement complies with
Section 205(1) and the rules thereunder, the arrangement will not be deemed violative of Rule 352(c)
if the arrangement arises in the context of such member organization's advisory relationship with the
customer. Member organizations may not have such participatory compensation arrangements if they
are only acting as a broker for the customer.”

The above reference in the Interpretation text to “Section 205(1)” of the Investment Advisers Act of 1940 has
been corrected to read “ Section 205.” The Interpretation text has otherwise been updated and amended to
conform to the current context of the Rule.

Additional Amendments

Former Rule 352 paragraphs (a) and (b) have been combined into new paragraph (a). Further, exceptions
to the general prohibition against sharing in profits and losses (in addition to the Section 205 exception
discussed above) that were in paragraphs .10 and .20 of the Rule's Supplemental Material have been
clarified and relocated to new paragraph 352(c) under the heading “Joint Accounts and Order Errors.”

Question regarding this Information Memo can be directed to Stephen A. Kasprzak at (212)-656-5226.

___________________________

Donald van Weezel

Vice President

Member Firm Regulation

Attachments

Exhibit A

Additions are underscored

Deletions are [bracketed]

Rule 352 (Guarantees , [and] Sharing in Accounts , and Loan Arrangements)

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

370

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE352/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE352/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT40IA%7B%23%23plus%23%23%7D205/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE352/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT40IA%7B%23%23plus%23%23%7D205/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE352/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


[(a) No member associated with a member organization as a member, allied member, registered
representative or officer shall guarantee to his employer or to any other creditor carrying a customer's
account, the payment of the debit balance in such account.]

Prohibition Against Guarantees

[(b)] (a) No member organization shall guarantee or in any way represent that it will guarantee any customer
against loss in any account or on any transaction; and no member, allied member, registered representative
or officer shall guarantee or in any way represent that either he or she, or his or her employer , will guarantee
any customer against loss in any customer account or on any customer transaction. The prohibitions in this
paragraph extend to the payment, in whole or in part, of a debit balance.

Prohibition Against Sharing in Profits and Losses

[(c)] (b) Except as otherwise provided by this Rule, [N]no member, member organization, allied member ,
officer, or any other person acting in the capacity of a registered representative shall, directly or indirectly,
(i) take or receive or agree to take or receive a share in the profits, or (ii) share or agree to share in any
losses, in any customer's account or of any transaction effected therein. [The foregoing will not prohibit the
participation of an allied member, a registered representative or an officer in a joint account or investment
partnership provided he obtains the prior written consent of his employer.

(See Rule 93 for reporting requirements concerning participation in approved joint accounts by members,
member organizations and allied members.)]

Joint Accounts and Order Errors

(c) Paragraph (b) of this Rule shall not preclude a member not associated with a member organization, or
a member organization or, with member organization consent, a member associated with such member
organization, an allied member, or other person acting in the capacity of a registered representative, from
participating with a customer in a joint account and sharing in the profits or losses therein in direct proportion
to financial contributions made to such account. (See Rule 93 for reporting and approval requirements
concerning participation in joint accounts by members, member organizations and allied members.) Nor shall
it preclude a member not associated with a member organization or a member organization from sharing or
agreeing to share any losses in a customer account if it has been established that the loss was caused in
whole or in part by an error resulting from the action or inaction of such member, allied member, member
organization, or person associated therewith (See also Rule 134).

Certain Investment Advisory Arrangements

(d)(1) Section 205 of the Investment Advisers Act of 1940 (the “Advisers Act”) and the rules thereunder set
forth provisions relating to advisory compensation arrangements applicable to investment advisers registered
with the Securities and Exchange Commission (“SEC”) unless exempt pursuant to Section 203(b) of the
Adviser's Act. Under certain circumstances, such arrangements may provide for the adviser to receive a
performance-based fee, e.g., sharing in capital gains or losses of the assets under management. Where a
participatory compensation arrangement is entered into by a member organization that itself is registered with
the SEC as an investment adviser, and such arrangement complies with Section 205 of the Advisers Act and
the rules thereunder, the arrangement will not violate Rule 352(b) if the arrangement arises in the context of
such member organization's investment advisory relationship with the customer. Member organizations may
not have such participatory compensation arrangements if they are only acting as a broker for the customer.

(2) To the extent that any of the above described conditions of paragraph (d)(1) are not fully satisfied, the
general Rule 352(b) prohibition will apply. All advisory compensation arrangements should be reviewed by
member organizations and their counsel in light of applicable State and Federal law (e.g., ERISA).
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Limitations on Borrowing From or Lending to Customers

(e) A person associated with a member organization in any registered capacity may borrow money from
or lend money to a customer of such person only if : (1) the member organization has written supervisory
procedures permitting the borrowing and lending of money between such registered persons and their
customers ,; and (2) the lending or borrowing arrangement meets one of the following conditions:

(1) the customer is a member of such registered person's immediate family; or

(2) the customer is a financial institution regularly engaged in the business of providing credit, financing, or
loans, or other entity or person that regularly arranges or extends credit in the ordinary course of business; or

(3) the customer and the registered person are both registered persons of the same member organization; or

(4) the lending arrangement is based on a personal relationship with the customer, such that the loan would
not have been solicited, offered, or given had the customer and the registered person not maintained a
relationship outside of the broker/customer relationship; or

(5) the lending arrangement is based on a business relationship outside of the broker-customer relationship.

Loan Procedures

(f) The following loan procedures shall apply:

(1) Member organizations must pre-approve in writing the lending or borrowing arrangements described in
subparagraphs (e)(3), (4), and (5) above, except that no pre-approval is required for loans totaling $100 or
less between registered persons pursuant to subparagraph (e)(3).

(2) With respect to the lending or borrowing arrangements described in subparagraph (e)(1) above, a member
organization's written procedures may indicate that registered persons are not required to notify the member
organization or receive member organization approval either prior to or subsequent to entering into such
lending or borrowing arrangements.

(3) With respect to the lending or borrowing arrangements described in subparagraph (e)(2) above, a member
organization's written procedures may indicate that registered persons are not required to notify the member
organization or receive approval either prior to or subsequent to entering into such lending or borrowing
arrangements, provided that the loan has been made on commercial terms that the customer generally
makes available to members of the general public similarly situated as to need, purpose and creditworthiness.
For purposes of this subparagraph, member organization may rely on the registered person's written
representation that the terms of the loan meet the above-described standards.

(g) For purposes of this Rule, the term “immediate family” shall include parents, grandparents, mother-in-
law or father-in-law, husband or wife, brother or sister, brother-in-law or sister-in-law, son-in law or daughter-
in-law, children, grandchildren, cousin, aunt or uncle, or niece or nephew, and shall also include any other
person whom the registered person supports, directly or indirectly, to a material extent.

[ Supplementary Material:

.10 Interest in customer accounts. - For the purposes of paragraphs (b) and (c) above, the term customer
shall not be deemed to include any member not associated with a member organization or member
organization or any joint, group, or syndicate account with such member or member organization.

.20 Paragraphs (a) and (c) shall not preclude a member, member organization, allied member, registered
representative or officer from sharing or agreeing to share in any losses in a customer's account after the
member organization has established that the loss was caused in whole or in part by the action or inaction of
such member, member organization, allied member, registered representative or officer.]

Exhibit B
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Deletions are [bracketed]

[ Rule 352 GUARANTEES AND SHARING IN ACCOUNTS

/01 Advisory Compensation Arrangements

Section 205(1) of the Investment Advisers Act of 1940 and the rules thereunder, set forth provisions
relating to advisory compensation arrangements which are applicable to registered investment
advisers.

Under certain circumstances, such arrangements may provide for the adviser to receive a performance
based fee, e.g. sharing in capital gains or losses of the assets under management.

Rule 352(c) prohibits a member organization or its personnel from sharing or agreeing to share in any
profits or losses in any customer's account or from any transaction effected therein.

Where a participatory compensation arrangement is entered into by a member organization that itself
is registered with the SEC as an investment adviser, and such arrangement complies with Section
205(1) and the rules thereunder, the arrangement will not be deemed violative of Rule 352(c) if the
arrangement arises in the context of such member organization's advisory relationship with the
customer. Member organizations may not have such participatory compensation arrangements if they
are only acting as a broker for the customer.

To the extent that any of the above described conditions are not fully satisfied, the Rule 352(c)
prohibition will apply and any attempt to evade or circumvent any of the foregoing may result in
appropriate disciplinary action. Such advisory compensation arrangements should be reviewed by
member organizations and their counsel in light of applicable State and Federal law (e.g., ERISA).]

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Release No. 34-52391 (September 7, 2005) 70 FR 54427 (September 14, 2005) (SR-
NYSE-2004-47).

2  Such loans if reflected on the books and records of the broker/dealer should not be for the purpose of
purchasing or holding securities and should be reflected as "non-purpose credit" as defined in Section
220.6 (e) of Regulation T of the FRB (12 CFR 220.6(e)).

3  See Rule 352(f)(1).
4  See Rule 352(f)(2). Rule 352(g) defines "immediate family" to include parents, grandparents, mother-

inlaw or father-in-law, husband or wife, brother or sister, brother-in-law or sister-in-law, son-in law or
daughter-in-law, children, grandchildren, cousin, aunt or uncle, or niece or nephew, as well as any other
person whom the registered person supports, directly or indirectly, to a material extent.

5  See Rule 352(f)(3).
6  Formerly Rule 352(b).
7  Formerly Rule 352(c).
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 05-69

Click to open document in a browser

September 16, 2005

   ATTENTION: CHIEF EXECUTIVE, FINANCIAL AND OPERATIONAL OFFICERS/PARTNERS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO RULE 311

On September 7, 2005 the Securities and Exchange Commission approved amendments (the “amendments”)
to the Interpretation of New York Stock Exchange Rule 311 (“Formation and Approval of Member

Organizations”). 1   The amendments are effective immediately.

Background and Summary

Rule 311(b)(5) requires the designation of “principal executive officers” exercising senior principal executive

responsibility over various prescribed areas of each member organization's business. 2   The Interpretation of

Rule 311(b)(5) 3   further specifies that persons so designated, such as Chief Financial Officers (“CFOs”) or
Chief Operations Officers (“COOs”), must be either members or allied members, must satisfy an examination
requirement which is acceptable to the Exchange and must have work experience and background
commensurate with their responsibilities. The recently approved amendments (see Exhibit A) to the
Interpretation of Rule 311 address the following issues:

1. The qualification requirements for CFOs and COOs
2. That introducing member organizations with limited operational activities may dually-designate a

single person to act as both CFO and COO, under appropriate circumstances
3. That Exchange approval is required for the dual-designation of any principal executive officer titles

other than introducing firm CFO/COO arrangements, and for any multi-designation of principal
executive officer titles

4. That prior written Exchange approval 4   is required for any co-designation of a principal executive
officer title

5. That prior written approval of the Exchange is required for arrangements involving the dual-
employment of principal executive officers

Amendments to the Interpretation of Rule 311(b)(5)

CFO/COO Qualification - Clearing Firms

The Financial and Operations Principal Qualification Examination (Series 27) addresses Exchange and
Federal regulatory requirements relating to a broad range of brokerdealer operational functions, including:

Maintenance of Books and Records 5  ;

Net Capital Requirements 6  ; Customer Protection Rule 7  ; Financial Reporting 8  ; Processing of Funds and

Securities; and Federal Reserve Board Regulations 9  .

The material covered by the Series 27 Examination in large part reflects the functions and responsibilities
associated with a clearing firm. Accordingly, since rescinding the Allied Member Examination (Series 41) in

January 1986 10   the Exchange has required that the designated COO and CFO of each clearing firm be
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Series 27 qualified. The amendments to the Interpretation of Rule 311(b)(5) (see new Section /02) reflect this
requirement.

CFO/COO Qualification - Introducing Firms

The scope of financial and operational responsibilities is typically more limited in an introducing firm than
in a clearing firm. This is because introducing firms enter into contractual arrangements with clearing firms,
pursuant to NYSE Rule 382, in which responsibility for many “back office” (e.g., operational and financial)
broker-dealer functions are allocated to the clearing firm. Typically, the clearing firm accepts responsibility
for functions such as extending credit to customers (pursuant to margin account agreements); delivery
of confirms and statements to customers; receiving and delivering funds and securities to customers;
maintaining books and records; safeguarding customer funds and securities; and clearing and settling
transactions.

In light of this delegation of duties, CFOs and COOs at introducing firms generally need not demonstrate
as broad a range of expertise as that required of persons acting on behalf of clearing firms. The Introducing
Broker/Dealer Financial and Operations Principal Qualification Examination (Series 28) is specifically
designed to address the regulatory responsibilities associated with supervision over the more limited
functions that typically remain the responsibility of the introducing firm. Accordingly, the amendments (see
new Section /02) reflect that a person can qualify to function as the COO or CFO of an introducing firm by
passing either the Series 27 Examination or the Series 28 Examination.

CFO/COO Dual-Designations - Introducing Firms

The amendments clarify the Exchange's position as to whether the duties of CFO and COO are required to
be performed by different persons, or whether a single person may be dually designated. Given that the level
of operational and financial responsibility at many introducing firms is such that a single qualified person could
(and, in fact, currently do) adequately function as both the designated CFO and COO, the allowance for such
dual designations has been formally recognized (see new Section /03).

An introducing firm's dually designated CFO/COO may be either Series 27 or 28 qualified. The determination
of whether one person can effectively function as both CFO and COO is to be made by the member
organization, based upon the nature and extent of their operational and financial activities as well as the
prospective dualdesignee's experience and expertise regarding such activities. The amendments further
require that the member organization use due diligence to assess the adequacy of the arrangement, initially
and on an ongoing basis, in light of the prescribed supervisory requirements of NYSE Rule 342 (“Offices -
Approval, Supervision and Control”). The Exchange must be promptly notified of all such dual-designations.

Other Dual or Multi-Designations

The pairing of CFO/COO functions in the context of an Introducing Firm is the most common dual-
designation, due in large part to the commonality of exam qualification requirements and the limited activities
performed compared to a Clearing Firm. The Exchange believes that the dual-designation of other principal
executive officer functions, as well as the multi-designation of such functions, may also be appropriate
under certain circumstances; however given the diversity of responsibilities that may be involved with such
arrangements the Exchange also believes that a greater measure of regulatory control should be maintained
over them.

Accordingly, the amendments (see new Section /04) require that any assignment of principal executive officer
dual-designation status other than an Introducing Firm's CFO/COO arrangement (e.g. an individual acting
as both Chief Financial Officer and Chief Executive Officer in an Introducing Firm, or a CFO/COO dual-
designation in a Clearing Firm), or any multi-designation of principal executive officer titles, is permissible only
with the prior written approval of the Exchange.
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Co-Designation of Principal Executive Officers

The Exchange believes that co-designating principal executive officer titles (i.e., assigning or sharing of the
same title to two persons) is a potentially troublesome practice in that it can lead to confusion as to which
designee is ultimately responsible and accountable for assigned functions. However, there may be instances
where such arrangements are supported by valid business reasons, such as when each codesignee has
special expertise in critical areas within the purview of the principal executive officer job description or
co-principal executive officers have functional responsibility for separate business lines. In light of such
circumstances, the Exchange has permitted the co-designation of certain principal executive officer titles
at member organizations on a limited basis. Accordingly, the amendments continue to permit such co-
designations, but only pursuant to a written request and subject to the prior written approval of the Exchange
(see new Section /05).

Written requests to the Exchange must set forth the reason for the co-designation and explain how the
arrangement is structured. Further, since such co-designations raise issues regarding which person has
ultimate authority and accountability, the request must make clear that each co-designee has joint and
several responsibility for discharging the duties of the principal executive officer designation and that no
understanding or agreement purporting to apportion or limit such responsibility will be recognized by the
Exchange.

Limitations on the Employment of Principal Executive Officers

The amendments reaffirm that, pursuant to NYSE Rule 346(e), a principal executive officer may, with the
prior written approval of the Exchange, be a part-time employee of the member organization and, as such,
engage in outside business activities during business hours (see new Section /06). Approval of such dual-
employment will depend upon the degree of control, if applicable, between the member organization and
such other business; the nature of the principal executive officer's duties and responsibilities at the member
organization; the approximate time required to perform such duties and responsibilities effectively; and the
nature of the outside employment.

The reference to Rule 346(e) is intended to clarify that such requests will be considered on a case-by-case
basis, and will not be subject to the restrictions on Financial and Operational Principals' part-time employment
as outlined in NYSE Information Memo No. 91-25, dated July 8, 1991.

Miscellaneous

Former Section /03 of the Interpretation of Rule 311 has been deleted. This Section, which addressed the use
of “vice-presidential titles” and includes an unnecessary reference to “ Rule 345(b)” and a dated reference to
“Question 11 of the U-4 application” is outmoded and serves no current purpose. Also, the reference to Rule
304(b)/04 has been corrected to read “ Rule 304(b)” and moved from current Section /02 to Section /01.

Questions concerning this Information Memo can be addressed to Stephen A. Kasprzak at (212) 656-5226 or
Gregory Taylor at (212) 656-2920.

___________________________

Donald van Weezel

Vice President

Member Firm Regulation

Attachments

Exhibit A

Additions are underlined
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Deletions are [bracketed]

Rule 311 FORMATION AND APPROVAL OF MEMBER ORGANIZATIONS

(b)(5) OFFICERS

/01 [Qualification of Financial/Operations Principals] Principal Executive Officers

General Qualifications

[Individuals occupying the position of chief financial officer or chief operations officer must be members or
allied members. These individuals are deemed to be “principal executive officers” having senior executive
responsibility for the areas under their control.]

Principal executive officers [Such individuals] must satisfy an y and all examination requirement s necessary
to perform their assigned functions. [that is acceptable to the Exchange in order to qualify as chief financial
or chief operations officer.] Candidates for such positions must also have work experience and background
commensurate with their responsibilities. The Exchange may request information with respect to the
experience of anyone appointed or elected to such positions. [the position of chief financial officer or chief
operations officer in connection with its duty to review the financial and operational capabilities of its member
organizations to insure the protection of investors and the public interest.] Any person having the status
or performing the function of “principal executive officer” must qualify as an allied member. (See also Rule
304(b)).

[/02 Principal Executive Officers

Member organizations are reminded that any person having the status or performing the function of “principal
executive officer” must qualify as an allied member. (See also Rule 304(b)/04.)

/03 Vice Presidents

Member organizations may use vice-presidential titles for persons who are not allied members, provided the
persons:

• Are qualified for the basic type of work they are to do which requires Exchange approval (registered
representative, branch manager, regional manager);

• Are not barred from supervisory responsibility or limited to being a “controlled person”.

(See Rule 345(b) and Question 11 of the U-4 application)]

/02 Examination Requirements for Chief Financial Officers (“CFO”) and Chief Operations Officers
(“COO”)

A person designated CFO or COO pursuant to /01 of this Interpretation must pass the Financial and
Operations Principal Qualification Examination (Series 27) unless designated CFO or COO of an introducing
member organization, in which case such person must pass either the Series 27 Examination or the
Introducing Broker/Dealer Financial and Operations Principal Qualification Examination (Series 28).

/03 Dual Designation of CFO and COO

If a member organization's activities are limited to introducing customers' accounts and such organization
does not hold funds or securities, an individual, who must be either Series 27 or Series 28 qualified, may be
designated as both CFO and COO. Member organizations must use due diligence to reasonably assess the
supervisory adequacy of such arrangements pursuant to Rule 342. The Exchange must be notified promptly
of any such dual designations.

/04 Other Dual or Multi-Designations
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Any assignment of principal executive officer dual-designation other than an arrangement described in /03
of this Interpretation, or any multi-designation of principal executive officer titles, requires the prior written
approval of the Exchange

/05 Co-Designation of Principal Executive Officers

The prior written approval of the Exchange is required to assign two persons a single “principal executive
officer” designation pursuant to Rule 311(b)(5). Member organizations seeking approval for such co-
designations must submit a written request to the Exchange that sets forth the reason for the co-designation,
explains how the arrangement is structured, and makes clear that each co-designee has joint and several
responsibility for discharging the duties of that principal executive officer designation; no understanding or
agreement purporting to apportion or limit such responsibility will be recognized by the Exchange.

/06 Limitations on Principal Executive Officers

Principal Executive Officers may be part-time employees, subject to the prior approval of the Exchange
pursuant to Rule 346(e).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Release No. 34-52391 (September 7, 2005) 70 FR 54429 (September 14, 2005) (SR-
NYSE-2005-4).

2  The rule lists certain areas of responsibility that are applicable to all member organizations, such as
operations, compliance with the rules and regulations of regulatory bodies, finance and credit, and those
areas which may or may not be present in a member organization, such as sales, underwriting and
research.

3  See NYSE Interpretation Handbook at Rule 311(b)(5)/01.
4  Pursuant to NYSE Rule 346 ("Limitations - Employment and Association with Members and Member

Organizations")
5  17 CFR 240.17a-3 and 17a-4.
6  17 CFR 240.15c3-1.
7  17 CFR 240.15c3-3.
8  17 CFR 240.17a-5 and 17a-11.
9  15 U.S.C. 78g and 78h.

10  See NYSE Information Memo Number 86-3 dated January 29, 1986.
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September 15, 2005

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ELIMINATION OF ALL OR NONE AND FILL OR KILL ORDER TYPES FOR EQUITY MARKET
(NYSE RULES 13, 79A.15, 123B, AND 806)

The Securities and Exchange Commission (the “Commission”) has approved amendments to New
York Stock Exchange (“Exchange”) rules to eliminate the All or None (“AON”) and Fill or Kill (“FOK”)
order types in the Exchange's equity markets. These amendments are effective October 17, 2005.
Amendments to NYSE Rules 13, 79A.15, 123B, and 806 are attached as Exhibit A.

All AON or FOK orders which are Good ‘Til Cancel (“GTC”) will expire at the close of business on
October 14, 2005.

Background

Exchange Rule 13 defines AON orders and FOK orders. An AON order is defined as:

“a market or limited price order which is to be executed in its entirety or not at all, but, unlike a fill
or kill order, is not to be treated as cancelled if not executed as soon as it is represented in the
Trading Crowd. The making of ‘all or none’ bids or offers in stocks is prohibited and the making
of ‘all or none’ bids or offers in bonds is subject to the restrictions of Rule 61 and Rule 86.”

In addition, an AON order cannot be represented in the Exchange's published best bid/offer due to the
conditional nature of its execution.

Pursuant to Exchange Rule 13, a FOK order is defined as “a market or limited price order which is to
be executed in its entirety as soon as it is represented in the Trading Crowd, and such order, if not
so executed, is to be treated as cancelled. For purposes of this definition, a ‘stop’ is considered an
execution.”

Rule Changes

The Exchange sought Commission approval for the elimination of the AON and FOK in its equity
market, because these orders are infrequently used and represent a very small percentage of
total order flow on the Exchange, less than one-tenth of 1% (approximately .06% for AON orders
and .00028% for FOK orders). The average number of AON orders are approximately 12,000 per day
and the average number of FOK orders are approximately 55 orders per day, out of approximately 20
million orders received by the Exchange per day. Approximately 65% of AON orders are cancelled.

In addition, the Exchange believes that the wider availability of immediate or cancel orders, as is

proposed in the Exchange Hybrid Market filings 1   will provide a useful substitute for customers
seeking similar type of executions.

Both AON and FOK order types will continue to exist for purposes of bond trading in the Automated
Bond System® as discussed in Exchange Rule 86. Exchange Rule 13 has been amended to reflect
this.

In addition to Exchange Rule 13, references to All or None orders and Fill or Kill orders have been
eliminated in Exchange Rules 79A.15(6) (Miscellaneous Requirements on Stock and Bond Market
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Procedures), 123B (Exchange Automated Order Routing Systems), and 806 (Taking or Supplying
Baskets Named in Order).

Questions concerning the subject matter of this Memo should be addressed to:

Business Issues:

Laura Morrison (Member Firm Sales and Client Services) at 212-656-4066 Robert Airo (Member Firm
Sales and Client Services) at 212-656-5663

Regulatory Issues:

Donald Siemer (Rule Development) at (212) 656-6940

Jeff Rosenstrock (Rule Development) at (212) 656-5499

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Attachments

EXHIBIT A

Additions underscored Deletions [bracketed]

Rule 13 Definitions of Orders

All or None Order

A market or limited price order in a bond which is to be executed in its entirety or not at all, but, unlike a fill or
kill order, is not to be treated as cancelled if not executed as soon as it is represented in the Trading Crowd.
The making of “all or none” bids or offers in [stocks is prohibited and the making of “all or none” bids or offers
in] bonds is subject to the restrictions of Rule 61 and Rule 86. “All or none” is not a valid order type for stocks.
An “all or none” order entered in a stock will be rejected by Exchange systems. The making of “all or none”
bids or offers in stocks is prohibited.

* * * * *

Fill or Kill Order

A market or limited price order in a bond which is to be executed in its entirety as soon as it is represented
in the Trading Crowd, and such order, if not so executed, is to be treated as cancelled. For purposes of this
definition, a “stop” is considered an execution. “Fill or kill” is not a valid order type for stocks. A “fill or kill”
order entered in a stock will be rejected by Exchange systems.

* * * * *

Rule 79A Miscellaneous Requirements on Stock and Bond Market Procedures

* * * * *

.15 With respect to limit orders received by specialists, each specialist shall publish immediately (i.e., as soon
as practicable, which under normal market conditions means no later than 30 seconds from time of receipt) a
bid or offer that reflects;
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(i) the price and full size of each customer limit order that is at a price that would improve the
specialist's bid or offer in such security; and

(ii) the full size of each limit order that

(A) is priced equal to the specialist's bid or offer for such security;

(B) is priced equal to the national best bid or offer; and

(C) represents more than a de minimis change (i.e., more than 10 percent) in relation to the size
associated with the Exchange's bid or offer.

Each specialist shall keep active at all times the quotation processing facilities (known as “Quote Assist”)
provided by the Exchange. A specialist may deactivate the quotation processing facilities as to a stock or a
group of stocks provided that Floor Official approval is obtained. Such approval to deactivate Quote Assist
must be obtained no later than three minutes from the time of deactivation.

The requirements with respect to specialists' display of limit orders shall not apply to any customer limit order
that is:

(1) executed upon receipt of the order;

(2) placed by a customer who expressly requests, either at the time the order is placed or prior thereto
pursuant to an individually negotiated agreement with respect to such customer's orders, that the order
not be displayed;

(3) an odd-lot order;

(4) delivered immediately upon receipt to an exchange or association-sponsored system or an
electronic communications network that complies with the requirements of Securities and Exchange
Commission Rule 11Ac1-1 (c) (5) (ii) under the Securities Exchange Act with respect to that order;

(5) delivered immediately upon receipt to another exchange member or over-the-counter market maker
that complies with the requirements of Securities and Exchange Commission Rule 11Ac1-4 under the
Securities Exchange Act with respect to that order;

[(6) an “all or none” order;]

[(7)] (6) a limit order to buy at a price significantly above the current offer or a limit order to sell at
a price significantly below the current bid that is handled in compliance with Exchange procedures
regarding such orders, (“too marketable limit orders”); or

[(8)] (7) an order that is handled in compliance with Exchange procedures regarding block crosses at
significant premiums or discounts from the last sale.

* * * * *

Rule 123B Exchange Automated Order Routing Systems

(a) The Exchange's SuperDot System (hereafter referred to as “the System”) provides automated order
routing and reporting services to facilitate the timely and efficient transmission, execution, and reporting of
market and limit orders on the Exchange. Members and member organizations may transmit orders by means
of the System of such size as the Exchange may specify from time to time. However, special features of
these systems, as described in paragraph (b) below, may be available only to orders of a particular smaller
size, as the Exchange may specify from time to time.

The Exchange will from time to time designate the size and types of orders eligible for transmission by means
of the System, the securities as to which such orders may be transmitted, and the operational characteristics
of the System, and may modify or amend such designations or characteristics from time to time.
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(b) Special Features. The following special features shall be available to orders of such size as the Exchange
may specify from time to time:

(1) Commission Free Execution. The specialist shall not charge floor brokerage for the execution of an
order which he or she receives by means of the System. (See .10 under Supplementary Material.)

(2) Half-Point Error Guarantee

(A) Rule 411 provides that the price at which an order is executed shall be binding notwithstanding the
fact that an erroneous report in respect thereto may have been rendered. As between brokers, when
a purchase or sale has been reported in error, and a transaction has appeared on the tape at the price
of the erroneous report and in a quantity equal to or exceeding the amount reported, the broker who
made the error must render a corrected report not later than noon on the business day following the
day of the transaction. If not so corrected, the broker who made the error will be responsible for any
resulting loss.

(B) The provisions in paragraph (A) shall not apply to orders received by the specialist through the
Designated Order Turnaround System (DOT) and to limit orders of a size as the Exchange shall from
time to time determine received by the specialist through the Limit Order (LMT) System. As to such
DOT orders and LMT orders, erroneous execution reports sent by the specialist via the System shall
be binding except that (i) if the erroneous report is at a price which is more than one-half point away
from the execution price, then the price of the execution shall be binding, and (ii) if the DOT or LMT
subscribing member organization requests a correction from the specialist prior to the opening on the
second business day following the day of the transaction, the specialist shall correct the execution
report to the price of the execution and that price shall be binding. If the erroneous execution report
sent by the specialist is at a price which is more than one-half point away from the execution price
and if a transaction has appeared on the tape at the price of the erroneous report and in a quantity
equal to or exceeding the amount reported, the specialist must render a corrected report no later than
noon on the business day following the day of the transaction. If not so corrected, the specialist will be
responsible for any resulting loss. However, as to LMT orders, erroneous execution reports sent by the
specialist shall also not be binding where the subject security did not trade at or below (or above, as
the case may be) the limit price specified on the order on that trading day.

(3) Stopped Stock Reporting. If a specialist stops an eligible market order in an attempt to obtain a
better price for the entering member organization, the system will in any case issue an execution report
at the stop price to the entering member organization if the specialist has not issued an execution
report within such time period as the Exchange may specify from the time the stop was granted.
(See .10 under Supplementary Material.)

(4) Booth Support System. An entering member organization may determine to route orders of
specified sizes eligible for transmission through the System to the specialist's post, or to its booth or
to the booth of another member. Parameters for market orders are based on the size of the order.
Parameters for limit orders are based on the size of the order and whether the order is marketable
based on the limit price on the order in relation to the last sale on the Exchange in the subject security.

(5) Individual Investor Express Delivery Service (“IIEDS”). This feature provides priority delivery for
market orders, of a size which the Exchange shall determine from time to time, of an individual investor
as defined in Rule 80A.

Simple buy or sell round lot market orders and market GTC (“good ‘til cancelled”) orders will be eligible for
IIEDS. Market orders to buy minus, sell plus, sell short[, to buy or sell all or none orders,] as well as all limit
orders will not be eligible for IIEDS. In addition, a limit order which is cancelled and replaced with a market
order when entered as a single cancel/replacement order will not be eligible for this service.

* * * * *
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Rule 806 Taking or Supplying Baskets Named in Order

Facilitation Crosses

(a) No member or member organization who has accepted for execution, personally or through his or its
nominee, an order for the purchase of one or more baskets shall fill such order by selling such basket(s) for
any account in which the member or member organization or any of his or its associated parties has a direct
or indirect interest when the member or member organization or any of his or its associated parties knows
or should have known that the sale is for such an account or having so accepted an order for the sale of
basket(s) shall fill such order by buying such basket(s) for such an account, except as follows:

Missing the Market

(i) A member who neglects to execute an order may be compelled to take or supply for his own account or
that of his member organization the number of baskets named in the order.

Taking (Supplying) Baskets Named in an Order

(ii) Subject to paragraph (b) of this Rule, a Competitive Basket Market-Maker may take or supply the
basket(s) named in the order provided (A) he or it does so at a price which is higher than the best
bid and lower than the best offer on the basket's basket display unit, (B) the price is announced to
members in the trading crowd, and (C) if another member or member organization gave the order
to the Competitive Basket Market-Maker, such member or member organization accepts the trade
directly, or through a broker authorized to act for the member or member organization, after prompt
notification.

See Supplementary Material .40 to Rule 802 (Basket Units of Trading; Basket Bids and Offers) in respect of
limitations on vertically split orders that a member or member organization takes or supplies.

Interceding in Facilitations

(b) A member in a basket trading crowd may intercede in a Competitive Basket Market-Maker's proposal to
take (supply) the baskets named in an order pursuant to paragraph (a)(ii) of this Rule, but only (i) by taking
(supplying) the entire number of baskets named in the order [(notwithstanding the prohibition in the definition
of “All or None Orders” in Rule 13 (Definitions of Orders))]; and (ii) by taking (supplying) those baskets at a
price that is higher (lower) than the facilitation price announced by the Competitive Basket Market-Maker, yet
which is lower (higher) than the lowest offer (highest bid) on the basket's basket display unit. The member
may not so intercede if the Competitive Basket Market-Maker is attempting to take (supply) the baskets at
a price that is lower (higher) than the best offer (bid) on the basket's basket display unit by the minimum
variation that Rule 802 permits.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release No. 50173 (August 10, 2004), 69 FR 50407 (August 16,
2004) (Amendment No. 1 to SR-NYSE-2004-05). See also Securities Exchange Act Release No.
50667 (November 15, 2004), 69 FR 67980 (November 22, 2004) (Amendment Nos. 2 and 3 to SR-
NYSE-2004-05). See also Securities Exchange Act Release No. 51906 (June 22, 2005), 70 FR 37463
(June 29, 2005) (Amendment No. 5 to SR-NYSE-2004-05).
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September 14, 2005

   ATTENTION: CHIEF FINANCIAL OFFICERS, CHIEF OPERATIONAL OFFICERS, AND CASHIERING
DEPARTMENT

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: SUPERVISION OF TRADING - BANCORP INTERNATIONAL GROUP

On August 31, 2005 the Securities and Exchange Commission temporarily suspended trading in shares
of Bancorp International Group, Inc. (Pink Sheets - Symbol: BCIT) because it appeared that a significant
amount of the shares being traded were counterfeit. The suspension, which began at 9:30 am (See Securities
Exchange Act of 1934 Release # 52363), is scheduled to terminate at 11:59 pm on September 14, 2005, and
trading may resume on Thursday, September 15. Furthermore, The Depository Trust Company (“DTCC”)
issued a special alert regarding BCIT on August 16, which included a notice that DTCC had discontinued all

services relating to BCIT, other than custody services, as of August 11. 1   Based on these releases and other
information released by the company, member organizations should consider the following with regard to
BCIT shares:

1) Physical share certificates deposited by a customer should be scrutinized for authenticity. In addition, at
a minimum, the shares should be checked against the outstanding shares recognized by the transfer agent.
Firms are reminded of their obligation to “know your customer” under NYSE Rules and to obtain and verify
customer information under Section 326 of the USA PATRIOT Act.

2) Any transactions should be undertaken with the knowledge that settlement is uncertain given that NSCC
will not net obligations through the CNS system and that all trades will need to be settled broker-to-broker.

3) Any sales should be effected only to the extent the member organization is confident that delivery can be
made.

4) Member organizations are reminded of their responsibilities to comply with the sales practices
requirements applicable to “penny stocks” under Securities Exchange Act Rules 15g-1 thru 15g-9, and with
the requirements of Securities Exchange Act Rule 15c2-11.

Additionally, the New York Stock Exchange has confirmed the position of the Securities and Exchange
Commission staff relative to the application of SEA Rule 15c3-3(m) Completion of Sell Orders on Behalf of
Customers and SEA Rule 15c3-3(d)(2) Requirement to Reduce Securities to Possession or Control. SEA
Rule 15c3-3 requires member organizations to take prompt steps to buy-in securities to obtain physical
possession or control under paragraph (d)(2) and to complete customer sell orders under paragraph (m). It
is the position of the SEC staff that such buy-in requirements related to BCIT are temporarily suspended until
further notice.

Any questions regarding this Information Memo should be directed to William Wollman at 212 656-8496 or
Rosemarie Fanelli at 212 656-5839.

___________________________

William J. Wollman

Vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Footnotes

1  See The Depository Trust Company, B #8418 dated August 16, 2005.
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September 14, 2005

   ATTENTION: TRADING DESKS, ORDER ROOMS, COMPLIANCE DIRECTORS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: EXPIRATION FRIDAY - SEPTEMBER 16, 2005 - EXCHANGE RULE 123C

IMPORTANT

Expiration Friday imbalance publication procedures have changed effective September 16, 2005.
Market order imbalances will no longer be published before the opening of trading on expiration
Fridays.

September 16, 2005 will be a quarterly Expiration Friday for stock and index options and stock and index
futures products, whose settlement pricing is based upon Exchange opening or closing prices on that day. In
addition, on that day, Standard & Poor's (“S&P”) will again utilize a partial “float adjustment” of the S&P 500,
S&P MidCap 400 and S&P SmallCap 600 indices.

This Information Memorandum is being distributed to remind members and member organizations of certain
rules and policies of the Exchange with respect to market-onclose/limit-on-close (“MOC/LOC”) order entry
and imbalance publication procedures. Please note that on September 16, 2005 only, the requirement of
Floor Official approval for the publication of imbalances of less than 50,000 shares will be waived in certain
circumstances described below.

S&P “Float Adjustment”

On September 16, 2005, S&P will continue implementation of a new methodology for calculating its indices
known as “float adjustment.” Under float adjustment, the share counts used in calculating the indices will
reflect only those shares that are available to investors, not all of a company's outstanding shares. As a result
of the float adjustment, there may be greater than normal volume in securities in these indices, particularly at
or around the close. Full details of the float adjustment, its methodology and predicted impact are available
from S&P's website (www.freefloat.standardandpoors.com).

Market-On-Close/Limit-On-Close Order Entry Procedures

Members and member organizations are strongly urged to carefully review their procedures for entering
MOC and LOC orders. In this regard, such orders should be entered with the specialist as early in the day
as feasible. This will provide an opportunity for specialists to better ascertain possible order imbalances
that might exist at the close, and to disseminate that information. Consequently, efforts can be made more
effectively to contact potential offsetting interest which could mitigate any existing imbalance.

In view of the anticipated greater than normal volume on September 16, 2005, members and member
organizations are encouraged to submit MOC/LOC orders electronically on that day, in order to ensure that
specialists are able to efficiently and accurately compute MOC imbalances.

Index arbitrageurs are reminded that MOC/LOC orders relating to expiring derivative instruments whose
settlement pricing is based upon NYSE closing prices may not be entered after 3:40 p.m., even if such orders
might offset MOC imbalances published on the tape after 3:40 p.m.

Market-On-Close/Limit-On-Close Imbalance Publication Procedures
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a. Informational MOC imbalance publications between 3:00 p.m. and 3:40 p.m.

Also in view of the anticipated greater than normal volume on September 16, 2005, specialists should
disseminate MOC imbalances as early as possible. Between 3:00 p.m. and 3:40 p.m., specialists are
encouraged to publish informational MOC imbalances of any size that could cause significant price
dislocation at the close. These publications are informational only and do not limit MOC/LOC order entry or
cancellation before 3:40 p.m. Pursuant to Rule 123C, publication of informational imbalances requires Floor
Official approval.

Members and member organizations are reminded that under Rule 123C, publication of informational
imbalances between 3:00 p.m. and 3:40 p.m. are to be updated as soon as practicable after 3:40 p.m.

b. Required MOC imbalance publications at 3:40 p.m. and 3:50 p.m.

As soon as practicable after 3:40 p.m., the specialist must publish any imbalance of 50,000 shares or more,
regardless of whether an informational imbalance was published. In addition, any specialist who published an
informational imbalance of any size must publish an update, indicating either the current imbalance or a “no
imbalance” situation as soon as practicable after 3:40 p.m. In situations where the specialist did not publish
an imbalance or a “no imbalance” notification at 3:40 p.m., but an order imbalance occurred after 3:40 p.m.,
the specialist may publish such imbalance at 3:50p.m. in a manner consistent with the requirements set forth
in this memorandum.

As soon as practicable after 3:50 p.m., specialists must update imbalances published at 3:40 p.m. or
indicate “no imbalance”. If the specialist reported “no imbalance” at 3:40 p.m., the specialist must publish any
significant imbalance or any imbalance of 50,000 shares or more as soon as practicable after 3:50 p.m.

c. Recommended MOC imbalance publications

Specialists are encouraged to publish MOC imbalances of fewer than 50,000 shares that could cause
significant price dislocation at the close. With respect to such imbalance publications at either 3:40 p.m.
or 3:50 p.m., specialists are expected to obtain Floor Official approval prior to publication if possible. On
September 16, 2005 only, however, specialists may publish imbalances without such approval if they are
unable to obtain Floor Official approval in a timely fashion.

d. Reporting unapproved MOC imbalance publications to the Exchange

Following the close of trading on September 16, 2005, specialists must notify the Market Surveillance
Division's On Floor Surveillance Unit, via the White Phone, or at its booth in the EBR, or via email to Patrick
Giraldi (pgiraldi@nyse.com), of any imbalance that they published without Floor Official approval pursuant to
the provisions of this Information Memorandum. The notice must include the size and side of the imbalance,
the time of publication, and a brief description of the circumstances requiring the imbalance publication.

Adequacy of operations and supervisory staff

Specialists should ensure that both operational and supervisory staffing are sufficient to monitor and process
all orders, regardless of the form in which they are received, as well as to handle the increased workload.
Specialists should seek the advice of a Floor Official for unusual situations as early as possible.

See Rule 123C for further discussion of procedures for MOC and LOC orders.

Expiration Day Opening Imbalance Publication

As noted at the beginning of this Memorandum, Rule 123C has been amended to eliminate the publication
of market order imbalances of 50,000 shares or more in all stocks via the low-speed ticker and the news
services. On occasion, this practice of publishing only pre-opening market order imbalances has prompted
observations from some market participants that this may provide misleading information, since the
imbalances disseminated may not show the true imbalance situation in a stock, especially in those stocks that
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are part of an expiring index whose settlement is based on NYSE opening prices, since limit orders are not
included in the imbalance publication. As a result, the Exchange decided to eliminate these publications.

The Exchange will, however, continue to utilize its pre-opening procedures with respect to price indications
in situations where the opening price would be affected by an imbalance of buy and sell orders, both market
and limit orders, in a security. These procedures, as set forth in Rule 123D (“Openings and Halts in Trading”),
provide ample notification to the marketplace through multiple price indications if necessary under the
supervision of a Floor Official. In addition, Intermarket Trading System procedures contained in NYSE Rule
15 (ITS and Pre-Opening Applications) require pre-opening price notifications if the opening price of a stock
is anticipated to be more than .10 of a point from a composite last sale under $15 or more than .25 of a point
from a composite last sale of $15 or higher. These procedures set forth in Rule 123D and Rule 15 have
proven effective in providing adequate and useful information to the marketplace in situations involving price
changes based on order imbalances and the Exchange believes they will continue to do so.

Due Diligence Requirements and Compliance Procedures

Consistent with the requirements of Exchange Rule 405, before any at-the-close order is transmitted to the
Floor, the member organization accepting the order must exercise

due diligence to learn the essential facts relative to the order, including the purpose and propriety of the at-
the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by the entry of
such orders, could lead to trading being halted in the security and such orders not receiving an execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep
in mind the requirements of Exchange Rule 97 regarding member trading. Firms should review procedures
utilized in connection with orders to be executed at or near the close with their traders and other order entry
personnel. Firms should also review systemic order entry functions (e.g., algorithms or “smart servers”) for
compliance with the provisions of this Information Memorandum. Firms should also review the provisions of
Information Memo No. 95-28 (July 10, 1995) (see Attachment A), which discussed trading near the close and
trading activity that would constitute violations of Exchange Rules as well as federal securities laws.

In that connection, firms are reminded that where a firm has committed to purchase from (sell to) a customer
an order at a price that is derived from the closing price (e.g., VWAP and MOC orders), reserving a significant
position of its hedging or covering transaction to be executed at or near the close, it must operate with
substantial care. If the transaction is completed in a manner that does not effectively place the firm at market
risk or if the transaction does not provide an opportunity for possible contra side interest to develop and/or
react to the activity, it would raise manipulative concerns and would operate as conduct inconsistent with just
and equitable principles of trade. This could occur if a firm's trader or firm's “smart server” entered a single or
multiple orders into the market at or near the close.

In addition, members and member organizations should review other applicable SEC and New York Stock
Exchange regulations, such as Section 9(a)(2) of the Securities Exchange Act and Rules 10a-1, 10b-5, as
well as the margin and capital rules. Firms must ensure that they have adequate policies and procedures in
place to detect, deter, and prevent such potentially violative conduct.

Questions concerning this memorandum may be addressed to the following persons in the Market
Surveillance Division:

Rohan Prashad, Director, Member Trading and Audit Trail at (212) 656-6772

Margo Hassan, Director, Member Trading and Audit Trail at (212) 656-2282

Patrick Giraldi, Director, On Floor Surveillance Unit at (212) 656-6804

___________________________

Robert A. Marchman
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Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.
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September 14, 2005

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS, MEMBER ORGANIZATIONS AND CHIEF OPERATING OFFICERS

SUBJECT: Cooperation

The purpose of this Information Memorandum is to provide guidance to the New York Stock Exchange
Member and Member Firm community on the obligations of members, member organizations, approved
persons, and their employees and principals who are under the jurisdiction of the Exchange to cooperate with
Exchange reviews, examinations and investigations — including investigations carried out by the Division
of Enforcement (“Enforcement”) of violations of federal securities laws and regulations and the policies and
rules of the Exchange — and to provide disclosure to the Exchange of, among other things, violations of the
rules of the Exchange or the federal securities laws. In addition, this Information Memorandum addresses
exceptional or extraordinary cooperation — namely, cooperation that goes beyond that required by the rules
of the Exchange and federal securities laws, and that has the potential, in appropriate cases, to influence the
outcome of an investigation, for instance by causing the Exchange to seek a reduced sanction, to decide to
bring reduced or less serious charges, to obviate the need for an undertaking, or to decide to forgo bringing
charges altogether.

Background

Under Section 6 of the Securities Exchange Act of 1934 (“Exchange Act”), the Exchange has the statutory
obligation to implement and enforce rules that are designed “to prevent fraudulent and manipulative acts and
practices, to promote just and equitable principles of trade … and, in general, to protect investors and the

public interest.” 1   Similarly, the Exchange's constitution charges the Exchange “to maintain high standards
of commercial honor and integrity among its members [and member firms], and to promote and inculcate just

and equitable principles of trade.” 2 

Among the responsibilities of Exchange membership and affiliation is the obligation to support Exchange
self-regulation by providing information upon which the Exchange may act. This obligation is embodied
in the twin duties of cooperation and disclosure. On the one side, in Exchange investigations, stands the
duty of cooperation. This duty is supported by the Exchange Constitution, which provides for the discipline

of offenses under the Exchange Act and Exchange Rules, 3   and by Exchange Rule 476(a)(11), which
expressly requires the provision of information, documents and testimony at the request of the Exchange.

On the other side stands the obligation of disclosure. 4   At the Exchange, the disclosure obligation is
embodied in such provisions as Exchange Rules 351 and 345, and is effectuated, in part, by the questions
of the Uniform Application for Securities Registration and Transfer (“ Form U-4”), the Uniform Notice of
Termination of Securities Industry Registration (“ Form U-5”) and Submission of Required Information
Pertaining to Registered and Non-Registered Employees (“ Form RE-3”).

Together, the foregoing authorities reflect the level of cooperation that is required of all those within the

Exchange community. 5   While these obligations apply to all who are within the jurisdiction of the Exchange,
the obligation to cooperate must be even more scrupulously honored by members of the Exchange, each of
whom has personally pledged to obey the Constitution and rules of the Exchange. As stated by a Hearing
Panel: “Exchange membership carries with it the responsibility to conduct oneself according to the highest
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standards of honor and integrity. Failure to cooperate with an Exchange investigation is an unequivocal

breach of that responsibility.” 6 

Required Cooperation

Simply put, the Exchange expects those who belong to the Exchange community to provide complete
information promptly and in a straightforward manner.

• In terms of disclosure requirements (for example, pursuant to Exchange Rules 345 or 351),
disclosure of reportable matters must be full, accurate, comprehensible and timely. Reports of
misconduct that are late (i.e., submitted more than 30 days after a reportable event), unduly
short, vague, or misleading, or that mischaracterize a matter — for example, by reporting that
firm discipline was imposed for a violation of Firm policies, when this discipline in fact related to
misconduct that contravened Exchange Rules or the federal securities laws — interfere with the
Exchange's ability to efficiently make informed decisions as to whether review of a reported matter
is appropriate.

• In terms of investigations or proceedings conducted by the Exchange (for example, pursuant
to Exchange Rules 476 and/or 477), this means active participation without evasion or delay:
responding to Exchange requests (whether they be for written statements, documents or other
information) with responses that are intelligible, accurate, complete and timely, and providing
interviews and on-the-record testimony that is forthright and honest.

Likewise, parties to an investigation are not entitled to dictate the terms or conditions under which it will
proceed. The Hearing Board has addressed this issue clearly and conclusively: “The method, order, direction

and scope of an investigation by the Exchange are not matters within the control of a respondent.” 7   This
principle holds true today and this decision has been repeatedly reaffirmed.

Where obligations of disclosure and cooperation are not met — whether by an express refusal to cooperate
or more implicitly by failing to comply with Exchange imposed deadlines — Enforcement stands ready
to protect the market and the investing public by bringing charges for these violations and seeking the
appropriate sanctions.

Extraordinary Cooperation

In light of the general obligation of the Exchange community to cooperate with the process of Exchange self-
regulation, only where a respondent can demonstrate a record of disclosure and cooperation that is proactive
and exceptional may these serve as mitigating factors.

The Exchange considers every case in terms of its particular facts and circumstances, and what constitutes
an “extraordinary” case is not susceptible of generalization. Nonetheless, the following situations and factors
are often considered by Enforcement in assessing a firm or individual's cooperation.

• Prompt, Full Disclosure Coupled with Thorough Internal Review: Timely, accurate, and full
disclosure of possible misconduct within the securities community, pursuant to the Exchange Act
and relevant Exchange Rules, is essential to securities self-regulation. Before suggesting that its
cooperation has been exceptional, a firm's reporting must be more than adequate: it should be
detailed, complete, and candid. Firms that provide the Exchange with prompt, detailed reporting
of suspected or uncovered violations stand in sharp contrast to firms whose report filings provide
perfunctory attempts to meet the bare letter of disclosure requirements. Even better situated are
firms that follow early disclosure with vigorous and thorough internal reviews, that share the facts
discovered with the Exchange, and that compensate customers (and others) who may have been
harmed.
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• Candor with the Exchange: A firm seeking credit for exceptional cooperation must supply to the
Exchange the full and unvarnished record concerning the misconduct at issue, including its causes
and consequences, and not a selfserving and distilled version of events.

• One factor in evaluating candor is whether a respondent has been fully forthcoming with
information that might affect the course and conduct of Exchange investigations. Firms
(and counsel) put themselves at great risk, not only in the context of a single investigation
but in the context of an ongoing regulatory relationship with the Exchange, when they
portray themselves as having undertaken exceptional cooperation, only to be discovered
as having withheld important facts or information.

• Waiver of Attorney-Client Privilege: As a general principle, we at the Exchange afford great
respect to the attorney-client privilege and value the social good it furthers. However, waiver of the
attorney-client privilege or any other relevant privilege is a significant step that can often expedite
an investigation and may demonstrate a level of commitment to the Exchange's investigation, by a
firm or by an individual, sufficient to advance a claim of exceptional cooperation. Likewise, supplying
employee interview notes and reports of firm investigations (together with relevant supporting
documentation) can be a potent means of demonstrating a firm's commitment to cooperation.

• The essence of cooperation is that facts relevant to an investigation must be made
available to Exchange investigators, and as long as those facts are candidly and
completely presented, there will be no adverse effect arising from the non-waiver of a

privilege. 8 
• Breadth, Depth and Timeliness of Remedial Action: Consideration of a firm's response to a

discovered violation is often vital in assessing the firm's commitment to investor protection and
market integrity, and the absence of a timely and effective response undercuts any affirmative
cooperation. Evaluation of a firm's response includes consideration of, among other things: whether
the firm sought to address problems promptly; whether, when and what augmented procedures
were put in place to prevent the recurrence of the misconduct; how thoroughly the firm investigated
the matter; whether the firm sought to uncover similar misconduct by others; whether the firm
promptly evaluated whether supervision was adequate; and whether the firm timely reimbursed
customers for any losses.

• Responses to Investigative Requests: A firm or individual cannot claim credit for extraordinary
cooperation while consistently missing Exchange investigative deadlines, providing incomplete or
misleading responses to information or document requests, or otherwise delaying or impeding the
progress or resolution of an investigation.

• It is worth noting in this context the difficulties that some firms have created for themselves
by claiming to have fully complied with Exchange document requests, only for it
subsequently to become clear that all relevant materials had not been retained and/or

produced, either due to oversight or malfeasance. 9 
• Aiding the Jurisdiction of the Exchange: The Exchange lacks the power to issue or enforce

subpoenas in furtherance of its investigations. Thus, it is notable when an individual or firm provides
substantial assistance to an investigation by obtaining and providing evidence and/or testimony
from persons beyond the jurisdictional reach of the Exchange.

• Culture of Compliance: The presence of a strong culture of compliance may appropriately
influence our discipline-related decisions with respect to member firms. A culture of compliance
is usually demonstrated by a sparse disciplinary history, thorough self-policing, informative and
complete self-reporting, prompt customer remediation, and consistent cooperation with the
Exchange and other regulatory bodies.

• Partnering with the Exchange to Uncover Wrongdoing: When ongoing violative conduct
has numerous participants, yet is longstanding and perhaps difficult to uncover, self-reporting to
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and collaboration with the Exchange can have a dramatic impact on regulatory consequences.
Specifically, where an individual or firm brings to the Exchange's attention a pattern or practice that
the Exchange had been unaware of, or is the first to come forward to cooperate in an investigation
that is already underway, that individual or firm will, subject to the various limitations and caveats
discussed elsewhere herein, receive special consideration (including, where appropriate, no
Exchange enforcement action). Conditions for such consideration include partnering with the
Exchange to ferret out related industry wrongdoing and providing substantial assistance in
furtherance of the resulting investigation, as well as fully cooperating in all relevant respects
discussed above.

Credit for Extraordinary Cooperation

Extraordinary cooperation allows investigations to be commenced, conducted and completed more quickly
using fewer resources, thereby allowing the Exchange to deploy its investigatory resources to pursue other
critical matters. Thus as a policy matter, the Exchange intends to reward such exceptional cooperation in
appropriate cases.

The level of cooperation, however, is not the only determinant of whether enforcement action will be
taken. Other factors frequently considered include the nature of the violation, the extent of customer harm,
the duration of the misconduct, and the existence of prior related discipline. Depending on the facts and
circumstances of an individual case, the presence of extraordinary cooperation, as discussed above, may
warrant favorable treatment for an individual or firm, including in one or more of the following ways:

• reducing the number or types of charges;
• seeking a reduced sanction;
• obviating the need for an undertaking or impacting the type of undertaking required;
• including language in the documents that resolve enforcement proceedings to mitigate the severity

of the charges and/or credit the level of cooperation;
• including a public acknowledgment of the level of cooperation in a press release; and,
• in the exceptional case, no enforcement action.

Conversely, where an individual or organization resists cooperation, complies with Exchange requests for
materials or testimony reluctantly or incompletely, or otherwise inhibits, limits or delays the Exchange's ability
to investigate, these actions may serve as aggravating factors supporting the imposition of a heightened
sanction, or in the extreme case, supply the basis for an additional charge for failing to cooperate.

___________________________

Susan L. Merrill

Executive Vice President

Division of Enforcement

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Sec. 6(b)(5) of the Exchange Act, 15 U.S.C. Sec. 78f(b)(5).
2  Exchange Constitution, Art. I, Sec. 2(a).
3  Exchange Constitution, Art. I & IX.
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4  Related to this obligation are the recordkeeping obligations of Section 17a-3 of the Exchange Act and
Rule 240.17a-3(a)(12)(i)(g) promulgated thereunder, which require that member firms maintain records
relating to criminal violations and other misconduct by employees.

5  See Exchange Rules 345.13, 351(b), 476(a) & 477(b).
6  Victor Bruce Mirra, H.P.D. 96-128 (Nov. 29, 1996).
7  Richard Neuberger, H.P.D. 80-39 (July 11, 1980).
8  Because facts themselves are generally not protected and cannot be hidden behind a shroud of

privilege, to fully cooperate, yet maintain the privilege, firms and counsel must find ways to convey
relevant facts without compromising the privilege sought to be maintained.

9  See, e.g., J.P. Morgan Securities, Inc., H.P.D. 05-01 (Jan. 5, 2005) (after initially informing investigators
that the Firm had produced all email responsive to regulatory document requests, it was learned that
substantial email was not retained or produced due to inadequate information systems and a lack of
adequate supervision; censure and $2.1 million fine imposed); UBS Securities LLC, H.P.D. 05-62 (May
19, 2005) (same); Deutsche Bank Securities Inc., H.P.D. 04-128 (Aug. 2, 2004) (same).
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 05-64

Click to open document in a browser

September 7, 2005

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, CHIEF OPERATIONS OFFICER,
COMPLIANCE OFFICER, LEGAL AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AUTOMATED SUBMISSION OF TRADING DATA - RULES 410A, 342.23

Attached is a notice that is being issued by the self-regulatory organizations (SROs) acting jointly as

members of the Intermarket Surveillance Group (ISG) 1   concerning the automated submission of trading
information via the Electronic Blue Sheet (EBS) System.

The Notice provides information on the validation of certain data fields in a Firm's EBS submission, which is
consistent with the provisions of Exchange Rule 342.23, and reiterates EBS requirements that have been in
existence since 1988.

Questions about this circular should be directed to John Kroog, Director, Market Trading Analysis I at (212)
656-6532.

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Attachments

ATTACHMENT

Intermarket Surveillance Group

REGULATORY MEMORANDUM ISG 2005-01

ATTENTION: Chief Executive Officer, Managing Partner, Chief Operations Officer, Compliance Officer, Legal
and Compliance Departments

TO: All Members and Member Organizations

FROM: Intermarket Surveillance Group

DATE: September 7, 2005

SUBJECT: Electronic Blue Sheet Submissions / Intermarket Surveillance Group (ISG) 1 

Since 1988, member and member organizations have been submitting trading information requested by
self-regulatory organizations (SROs) through the Electronic Blue Sheet (EBS) System. The ISG SROs and
the Securities and Exchange Commission (SEC), during the course of inquiries and investigations, have
encountered an increase in the number of EBS data submissions containing inaccuracies (e.g., options
symbol, trade date, name address, buy/sell indicators, TIN1 and others). Some of these inaccuracies have
been in existence for a significant period of time and have resulted in regulatory action being initiated by one
or more of the ISG SROs. This is a reminder that EBS information is to be furnished in a timely and accurate

manner. 2 
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In order to ensure that members and member organizations are reporting EBS data correctly, the ISG SROs
require that all members and member organizations or their EBS data providers immediately conduct a
validation of all required EBS data elements to ensure that EBS transmissions are consistent with current
standards and accurately reflect members' books and records. The validation is to be conducted and
completed by no later than March 31, 2006 and will require that documentation confirming that the validation
has occurred be retained by members and member organizations. Members and member organizations have
a continuing obligation to ensure that EBS submissions meet the requirements noted.

Attachment A, Record Layout for Submission of Trading Information, describes the data elements required
in EBS transmissions. While all EBS data is important and needs to be reported correctly for the purpose
of complying with the validation requirement noted above, all layout records that include an “R” in the “Field
Format” must be validated.

Any inconsistency with overall EBS standards (discovered either as a result of the validation process
or otherwise) should be reported immediately as follows:

• if the firm is a member of only one SRO, report to that SRO;
• if the firm is a member of multiple SROs including the NYSE, report to the NYSE; or
• if the firm is a member of multiple SROs and is not a NYSE member, report to the NASD.

If pursuant to an individual EBS request a member firm experiences reporting difficulties, it should
contact the requesting SRO.

Members and member organizations are reminded of their obligations as to timeliness, accuracy and
completeness of data submitted by them or by service bureaus on their behalf.

TIMELINESS

Members and member organizations, pursuant to the rules governing the submission of blue sheet
information, are required to meet the following requirements:

[1] Response Time - In general, blue sheet submissions are to be received by a requesting
organization within ten (10) business days following the date of the request for such information.
However, members and member organizations may be requested to furnish blue sheet information in
less than the normal ten-day reporting period and are expected to comply. Incomplete submissions do
not fulfill a member's or member organization's obligation to make timely submissions.

[2] Retention Time - Members and member organizations are required to maintain blue sheet
information for the period of time set forth in Rule 17a-4(b) of the Securities Exchange Act of 1934, and
in a manner that permits the submission of such data in accordance with [1] above.

ACCURACY

It is the responsibility of members and member organizations to ensure that the EBS information submitted
to the requesting organization is accurate. Items [1] through [6] below are areas in which inaccurate reporting
of EBS data by certain members/member organizations has surfaced. Therefore, the ISG SROs are restating
members' obligations with respect to certain codes in an effort to assist the membership in the submission of
accurate EBS data. (This list is not all-inclusive as to EBS requirements. See above and also Attachment A.)

[1] Buy/Sell Code - Members and member organizations are reminded that buy/sell codes for each trade
must be designated:

 

0 = Buy A = Buy Cancel
 

1 = Long Sale B = Long Sale Cancel
 

2 = Short Sale C = Short Sale Cancel
 

3 = Open Long or Buy Open D = Open Long or Buy Open Cancel
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4 = Open Short or Sell Open E = Open Short or Sell Open Cancel
 

5 = Close Long or Sell Close F = Close Long or Sell Close Cancel
 

6 = Close Short or Buy Close G = Close Short or Buy Close Cancel
 

NOTE: Buy/Sell Codes 3 through 6 and D through G pertain only to options information. Only these codes
can be used when reporting options transactions.

[2] Exchange Code - Each trade reported must contain the marketplace of execution:
 

A = New York Stock Exchange L = London (OTC or Exchange)
 

B = American Stock Exchange M = Toronto Stock Exchange
 

C = Chicago Stock Exchange N = Montreal Stock Exchange
 

D = Philadelphia Stock Exchange O = TSX Venture Exchange
 

E = Pacific Exchange Q = NASD ADF
 

F = Boston Stock Exchange R = NASDAQ
 

G = National Stock Exchange S = Over-the-Counter
 

I = International Securities Exchange T = Tokyo (OTC or Exchange)
 

K = Chicago Board Options Exchange Z = Other - Foreign
 

[3] Ticker Symbol - When submitting EBS information, all members and member organizations are
required to use the recognized stock symbol, or when options information is requested, the appropriate
OPRA symbol to identify transactions in the different option series of the underlying issue. The OPRA
symbol must be reported in the following format:

OPRA option symbol (space), OPRA expiration month symbol and OPRA strike price symbol.
(For example, the Maytag January 25 call option series would be reported via blue sheets as
MYG AE. This example uses six spaces in the field designated by SIAC as “symbol” in the
automated format.)

[4] Manual Components - Any members/member organizations that have to manually input any data
as part of their EBS submission must use upper case alphas.

[5] Average Price Account - The average price account field should be used to identify whether the
account is the average price account itself or the recipient of transactions for an average price account.

[6] Account Type Identifiers - In January 1993, members and member organizations were required to
submit EBS information that contained expanded account type identifiers used by the SROs for audit
trail purposes. A matrix containing the current account type identifiers is attached as Attachment B. To
the extent that account type identifiers are expanded/changed in the future by one or more SRO, all
EBS information, going forward, should reflect any such expansion/change. The account type identifier
in the EBS submission should correspond to the audit trail requirements of the market of execution. It
should be noted that NASD currently accepts all expanded account type identifiers.

In no event should EBS information contain summarized activity for accounts that purchased and/or sold
the security under review. Transactions made through an average price account must be identified by the
price of execution, as well as the average price given to the customer's account for which the transactions
were effected. Every trade executed in a requested security by a member or member organization must be
reported to the requesting organization, including partial fills on orders not completed.

* * * * * *

Members and member organizations must ensure that all EBS information is provided correctly to the SROs
and SEC and that EBS information is regularly validated. Validation procedures and records pertaining to
such validations are subject to examination by the SROs and SEC. These records must be retained for the
time period set forth by Section 17 of the Securities Exchange Act of 1934. Any inconsistencies should be
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reported to the SROs immediately, in the manner previously described. Members and member organizations
are reminded that failure to comply with EBS requirements will subject them to disciplinary action.

To facilitate timely receipt of SROs' EBS requests, members and member organizations are to promptly notify
the SROs of any changes regarding the identities and locations of the designated recipients of such EBS
requests. This includes the situation where an SRO uses the Internet as its medium for transmitting its EBS
requests. It is suggested that in situations where a member or member organization receives EBS requests
via the Internet, such member/member organization create a shared Internet e-mail mailbox address that
would be accessible by several individuals, to facilitate transmission in the event that the primary recipient of
EBS requests is unable to access his/her mailbox.

Additionally, please be advised that the ISG SROs are contemplating possible future enhancements to
EBS (e.g., the inclusion of order identification information to facilitate market reconstructions and more
defined account name and address fields). In this context, the SROs would welcome having dialogue with the
member and member organization community as such enhancements are initiated.

Questions regarding this notice may be addressed to any of the following self-regulatory staff:
 

SRO Individual Telephone No. E-Mail
 

AMEX Robert Ulmer 212-306-1283 robert.ulmer@nasd.com
 

BOX Bruce Goodhue 617-235-2022 bruce.goodhue@bostonstock.com
 

CBOE Pat Sizemore 312-786-7752 sizemore@cboe.com
 

CHX Marguerite Donovan 312-663-2548 mdonovan@chx.com
 

NSX Nicole Guiffra 312-786-8809 guiffran@nsx.com
 

ISE Willie Wong 212-897-8126 wwong@iseoptions.com
 

NASD Rose Braisted 240-386-4987 rose.braisted@nasd.com
 

NYSE John Kroog 212-656-6532 jkroog@nyse.com
 

PCX John Chapin 312-442-7790 jchapin@pacificex.com
 

PHLX Edward Deitzel 215-496-5298 ed.deitzel@phlx.com
 

Any questions concerning the interpretation of SEC Rule 17a-25 under Section 17 of the Securities Exchange
Act of 1934 or need to report problems concerning EBS submissions to the SEC, should be brought to the
attention of:

 

Individual Telephone No. E-Mail
 

Joseph Cella 202-551-4951 cellaj@sec.gov
 

Alton Harvey 202-551-5691 harveya@sec.gov
 

09/08/2005

ATTACHMENT A

RECORD LAYOUT FOR SUBMISSION OF TRADING INFORMATION

**** THIS RECORD MUST BE THE FIRST RECORD OF THE FILE ****

FIELD POSITION FIELD FIELD PICTURE DEFAULT
FROM TO LENGTH FIELD NAME/DESCRIPTION/REMARKS FORMAT JUSTIFY CLAUSE VALUE

 

1 3 3FILLER A LJ X (3) HDR
4 5 2FILLER A LJ X (2) .S
6 10 5DTRK-SYSID N LJ 9 (5) 12343

11 12 2FILLER A LJ X (2) .E
13 14 2FILLER N LJ 9 (2) 00
15 16 2FILLER A LJ X (2) .C
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17 20 4DTRK-ORIGINATOR A LJ X (4) —
Please call SIAC for assignment (212)
383-2210

21 22 2FILLER A LJ X (2) .S
23 26 4DTRK-SUB-ORIGINATOR A LJ X (4) —

Please call SIAC for assignment (212)
383-2210

27 27 1FILLER A LJ X (1) B
28 33 6DTRK-DATE N LJ 9 (6) MMDDYY

Contains submission date.
34 34 1FILLER A LJ X (1) B

35 59 25DTRK-DESCRIPTION A LJ X (25)
FIRM
TRADING

Required to identify this file. INFORMATION
60 80 21FILLER A LJ X (21) B

1 1 1HEADER RECORD CODE A — X —
Value: Low Values OR ZERO

2 5 4SUBMITTING BROKER NUMBER A-R LJ X (4) B
If NSCC member use NSCC clearing number. If not a NSCC member, use
clearing number assigned to you by your clearing agency.

6 40 35FIRM'S REQUEST NUMBER A — X (35) B
Tracking number used by the firm to record requests from an organization.

41 46 6FILE CREATION DATE A — X (6) —
Format is YYMMDD

47 54 8FILE CREATION TIME A — X (8) —
Format is HH:MM:SS

55 55 1REQUESTOR CODE A — X —
Requesting Organization Identification Values:
A = New York Stock Exchange
B = American Stock Exchange
C = Chicago Stock Exchange
D = Philadelphia Stock Exchange
E = Pacific Exchange
F = Boston Stock Exchange
G = National Stock Exchange
I = International Securities Exchange
K = Chicago Board Options Exchange
R = NASD
X = Securities Exchange Commission
Z = Other

56 70 15REQUESTING ORGANIZATION NUMBER A LJ X (15) B
Number assigned by requesting organization

71 80 10FILLER A — X (10) B
1 1 1RECORD SEQUENCE NUMBER ONE A — X —

The first record of the transaction. Value: 1
2 5 4SUBMITTING BROKER NUMBER A-R LJ X (4) —

Identical to Submitting Broker Number in Header Record
6 9 4OPPOSING BROKER NUMBER A-R LJ X (4) B

The NSCC clearing house number of the broker on the other side of the trade.
10 21 12CUSIP NUMBER A LJ X (12) B

The cusip number assigned to the security. Left justified since the number is nine
characters at present (8+ check digit) but will expand in the future

22 29 8TICKER SYMBOL A-R LJ X (8) B
The symbol assigned to this security. For options, the OPRA option symbol
(space), OPRA expiration month symbol and OPRA strike price symbol should be
used. (Ex. Maytag May 20 call option series would be reported as MYG ED. This
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example uses six spaces in the field with a space between the OPRA symbol and
the OPRA expiration month.

30 35 6TRADE DATE A-R — X (6) B
The date this trade executed. Format is YYMMDD.

36 41 6SETTLEMENT DATE A — X (6) B
The date this trade will settle. Format is YYMMDD

42 53 12QUANTITY N-R RJ 9 (12) Z
The number of shares or quantity of bonds or option contracts.

54 67 14NET AMOUNT N RJ S9(12)V99Z
The proceeds of sales or cost of purchases after commissions and other charges.

68 68 1BUY/SELL CODE A-R — X B
Values: 0 = Buy, 1 = Sale, 2 = Short Sale, 3 = Buy Open, 4 = Sell Open, 5 = Sell
Close, 6 = Buy Close. A = Buy Cancel, B = Sell Cancel, C = Short Sale Cancel, D
= Buy Open Cancel, E = Sell Open Cancel, F = Sell Close Cancel, G = Buy Close
Cancel. Values 3 to 6 and D to G are for options only

69 78 10PRICE N-R RJ 9(4)V(6) Z
The transaction price. Format: $$$$ CCCCCC.

79 79 1EXCHANGE CODE A-R — X B
Exchange where trade was executed. Values:
A = New York Stock Exchange
B = American Stock Exchange
C = Chicago Stock Exchange
D = Philadelphia Stock Exchange
E = Pacific Exchange
F = Boston Stock Exchange
G = National Stock Exchange
I = International Securities Exchange
K = Chicago Board Options Exchange
L = London Stock Exchange
M = Toronto Stock Exchange
N = Montreal Stock Exchange
O = TSX Venture Exchange
Q = NASD ADF
R = NASDAQ
S = Over-the-Counter
T = Tokyo Stock Exchange
Z = Other

80 80 1BROKER/DEALER CODE A-R — X B
Indicate if trade was done for another Broker/Dealer. Values: 0 = No; 1 = Yes

1 1 1RECORD SEQUENCE NUMBER TWO A — X —
Value: 2

2 2 1SOLICITED CODE A-R — X B
Values: 0 = No; 1 = Yes

3 4 2STATE CODE A-R — X (2) B
Standard Postal two character identification.

5 14 10ZIP CODE/COUNTRY CODE A-R LJ X (10) B
Zip Code — five or nine character (zip plus four)
Country code — for future use.

15 22 8BRANCH OFFICE/REGISTERED A-R LJ X (8) B
REPRESENTATIVE NUMBER

Each treated as a four-character field. Both are left justified.
23 28 6DATE ACCOUNT OPENED A-R — X (6) B

Format is YYMMDD
29 48 20SHORT NAME FIELD A LJ X (20) B

Contains last name followed by comma (or space) then as much of first name as
will fit.
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49 78 30EMPLOYER NAME A LJ X (30) B
79 79 1TIN 1 INDICATOR A-R — X B

Values: 1 = SS#; 2 = TIN
80 80 1TIN 2 INDICATOR A — X B

Values: 1 = SS#; 2 = TIN — for future use.
1 1 1RECORD SEQUENCE NUMBER THREE A — X —

Value: 3
2 10 9TIN ONE A-R LJ X (9) B

Taxpayer Identification Number
Social Security or Tax ID Number.

11 19 9TIN TWO A LJ X (9) B
Taxpayer Identification Number #2
Reserved for future use.

20 20 1NUMBER OF N&A LINES A — X B
21 50 30NAME AND ADDRESS LINE ONE A-R LJ X (30) B
51 80 30NAME AND ADDRESS LINE TWO A-R LJ X (30) B

1 1 1RECORD SEQUENCE NUMBER FOUR A — X —
Value: 4

2 31 30NAME AND ADDRESS LINE THREE A-R LJ X (30) B
32 61 30NAME AND ADDRESS LINE FOUR A-R LJ X (30) B
62 62 1ACCOUNT TYPE IDENTIFIERS A-R — X B

See Attachment B for current codes.
63 80 18ACCOUNT NUMBER A-R LJ X (18) B

Account number
1 1 1RECORD SEQUENCE NUMBER FIVE A — X (1) —

Value: 5
2 31 30NAME AND ADDRESS LINE FIVE A-R LJ X (30) B

32 61 30NAME AND ADDRESS LINE SIX A-R LJ X (30) B
62 65 4PRIME BROKER A-R LJ X (4) B

Clearing number of the account's prime broker.
66 66 1AVERAGE PRICE ACCOUNT N-R — 9 (1) Z

1 = recipient of average price transaction.
2 = average price account itself.

67 71 5DEPOSITORY INSTITUTION IDENTIFIER A-R LJ X (5) B
Identifying number assigned to the account by the depository institution.

72 80 9FILLER A — X (9) B
1 1 1TRAILER RECORD DATE A — X —

One record per submission. Must be the last record on the file. Value: High Values
or “9”

2 17 16TOTAL TRANSACTIONS N RJ 9 (16) B
The total number of transactions. This total excludes Header and Trailer Records.

18 33 16TOTAL RECORDS ON FILE N RJ 9 (16) Z
The total number of 80 byte records. This total includes Header and Trailer
Records, but not the Datatrak Header Record (i.e., does not include the first record
on the file).

34 80 47FILLER A — X (47) B

Field Format Default Values - Code Justify
Alphanumeric = A (All CAPS) Blanks = B RJ = Right Justification of Data
Numeric = N Zero = Z LJ = Left Justification of Data
Packed = P
Binary = B
Validation Required = R

ATTACHMENT B

ACCOUNT TYPE IDENTIFIERS
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Transaction Type Security Type

Equity *  Options
 

Non-Program Trading, Agency A C
Non-Index Arbitrage, Program Trading, Proprietary C
Index Arbitrage, Program Trading, Proprietary D
Index Arbitrage, Program Trading, Individual Investor J
Non-Index Arbitrage, Program Trading, Individual Investor K
Non-Program Trading, Proprietary P F
Non-Program Trading, Individual Investor I
Non-Index Arbitrage, Program Trading, Agency Y
Index Arbitrage, Program Trading, Agency U
Index Arbitrage, Program Trading, as Agent for Other Member M
Non-Index Arbitrage, Program Trading, as Agent for Other Member N
Non-Program Trading, as Agent for Other Member W
Specialist S S
Market-Maker M
Non-Member Market-Maker/Specialist Account N
Stock Specialist - Assignment Y
Short Exempt, Agency B
Customer Range Account of a Broker/Dealer B
Registered Trader G
Error Trade Q
Competing Market Maker Proprietary Transaction: Affiliated w/ Clearing
Member

O

Competing Market Maker: Unaffiliated Member's Competing Market Maker T
Competing Market Maker: Non-Member R
Short Exempt Transaction: Proprietary Account of Clearing Member
Organization or Affiliated Member/Member Organization

E

Short Exempt Transaction: Proprietary Account of Unaffiliated Member/
Member Organization

F

Short Exempt Transaction: Individual Customer Account H
Short Exempt Transaction: Competing Market Maker this is a Member/
Member Organization Trading for own account

L

Short Exempt Transaction: One Member Acting as Agent for Another
Member's Competing Market Maker Account

X

Short Exempt Transaction: Account of Non Member Competing Market Maker Z
Amex Option Specialist/Market Maker Trading Paired Security V
Registered Trader Market Maker Transaction Regardless of the Clearing
Number

P

Transactions cleared for a NASDAQ market maker that is affiliated w/ the
clearing member that resulted from telephone access to the specialist. Amex
Only.

3

Transactions cleared for a member's NASDAQ market maker that is not
affiliated with the clearing member that resulted from telephone access to the
specialist. Amex Only.

4

Transactions cleared for a non-member NASDAQ market maker that is not
affiliated with the clearing member that resulted from telephone access to the
specialist. Amex Only.

5

*  Equity securities include those securities that trade like equities. For instance, ETFs and Structured Products.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Footnotes

1  American Stock Exchange LLC (AMEX), Boston Stock Exchange, Inc. (BSE), Chicago Board Options
Exchange, Inc. (CBOE), Chicago Stock Exchange, Inc. (CHX), International Securities Exchange (ISE),
NASD Inc. (NASD), National Stock Exchange (NSX), New York Stock Exchange, Inc. (NYSE), Pacific
Exchange, Inc. (PCX) and Philadelphia Stock Exchange, Inc. (PHLX).

1  This Notice was prepared by the following self-regulatory organizations as members of the ISG:
American Stock Exchange LLC (AMEX), Boston Stock Exchange, Inc. (BSE), Chicago Board Options
Exchange, Inc. (CBOE), Chicago Stock Exchange, Inc. (CHX), International Securities Exchange (ISE),
NASD Inc. (NASD), National Stock Exchange (NSX), New York Stock Exchange, Inc. (NYSE), Pacific
Exchange, Inc. (PCX) and Philadelphia Stock Exchange, Inc. (PHLX).

2  AMEX - Rule 153A, CBOE - Rule 15.7, ISE - Rule 1404, NASD - Rules 8211, 8212 and 8213, NSX -
Rules 5.3 and 8.2, NYSE - Rules 342.20, 410A and 476(a) (11), PCX - Rule 10.2 (c), PHLX - Rule 785
and SEC Rule 17a-25 under Section 17 of the Securities Exchange Act of 1934, as amended.
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September 2, 2005

   ATTENTION: CHIEF EXECUTIVE, FINANCIAL AND OPERATIONS OFFICERS/PARTNERS AND
COMPLIANCE DEPARTMENT

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: GUIDANCE PERTAINING TO HURRICANE KATRINA

Due to the recent tragic events resulting from Hurricane Katrina, the Exchange is aware that member
organizations with offices in the affected areas are concerned with a number of regulatory and compliance
issues. In this regard, the Exchange is providing the following guidance:

Emergency Office Relocations

Member organizations not impacted by Hurricane Katrina are encouraged to make office space available and
to otherwise assist those who have been recently displaced. If a member organization relocates displaced
personnel to a location not currently registered as an office of the member organization, the Exchange
will not require that each such temporary office or space sharing arrangement (i.e., arrangements with an
expected duration of 90 calendar days or less) be approved, as is normally required by NYSE Rules 342
(“Offices-Approval Supervision and Control”) and 343 (“Offices-Sole Tenancy, Hours, Display of Membership
Certificates”). However, member organizations must provide written notification to the Exchange as soon
as possible after establishing a new temporary office or space sharing arrangement, to include at minimum:
the office address, the entities involved, the names of registered personnel, a contact phone number
and, if possible, the expected duration. The notification should also indicate whether any space sharing
arrangements are with an organization in a securities or kindred business.

When making temporary office arrangements, firms should remain mindful of the need for proper supervision
of these locations and the requirement for an on-site branch office manager for any office with more
than three registered individuals. If the circumstances associated with the relocation effort make on-site
supervision impracticable, the organization should contact their Finance Coordinator immediately to discuss a
temporary supervisory plan for the office.

Form U4

The requirement to maintain updated Form U4 information (e.g., office of employment address) for registered
employees affected by relocations resulting from this event are temporarily suspended. However, any
relocations with an anticipated, or actual, duration extending beyond 90 days will require an updated Form
U4. Similarly, branch office locations on the Form BD will not need to be updated unless they actually extend
beyond 90 days.

It is not necessary to submit branch office applications for any newly opened temporary office locations or
space sharing arrangements established as a result of recent events. However, space sharing arrangements
or other relocations expected to, or in actuality, extend beyond 90 days should be filed with the Exchange
pursuant to Rules 342 and 343. Notification filings should be directed to:

Evelyn Kriegel

Qualifications and Registrations Department

New York Stock Exchange Regulation

20 Broad Street, 22nd Floor
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New York, New York 10005

Books and Records Maintained at the Affected Locations

Member organizations that maintained books and records, required to be maintained pursuant to NYSE
Rule 440 (“Books and Records”) and SEA Rules 17a-3 and 17a-4, at the affected locations, should make
every effort to retrieve or back up such records. If any such records were permanently destroyed, a list of
the specific books and records must be prepared. The list should identify the specific records destroyed and
include the time periods affected. Destroyed records that can be recreated from an electronic database or
that can be retrieved otherwise from a service bureau, back-up records storage facility, etc., need not be
included. All such lists must be submitted to your Finance Coordinator at the Exchange as soon as possible,
but no later than October 30, 2005. If you are unable to meet this time frame, please contact your Finance
Coordinator.

Customer Funds and Securities

As soon as is expeditiously possible, members and member organizations should determine the dollar
amount of any customer checks or securities held at affected business offices that cannot be located
or accounted for. This information should be provided, in writing, as soon as possible, to your Finance
Coordinator.

In areas where postal service has been suspended or the firm is concerned about a customers' ability to
receive mail, the Exchange will not object to interim solutions for dealing with customer dividend, interest
and similar cash payments. See the U.S. Postal Web Site for further information on areas with disrupted
or suspended mail service at http://www.usps.com/communications/news/serviceupdates.htm?from=
bannercommunications&page=katrina.

In instances where a branch office has been relocated or customer calls are being rerouted to another
office, it is understood that firms may need to provide exemptions from standard operating procedures to
accommodate customers who need to access their funds. Procedures that generally require written letters of
authorization to move funds or direct a check to a third party address may, at the firm's discretion, be waived
but firms should exercise as much due diligence as possible in validating the identity of the customer as well
as provide heightened overall supervision of these accounts. For instance, firms should implement interim
practices whereby a customer's identity is verified and validated. This can be accomplished through a series
of questions about customers and their accounts before funds are released, or where in-person transactions
are occurring, identification should be checked where possible. Where email addresses of record are on file,
firms should consider sending e-mail verifications of disbursements.

Member organizations should review their internal controls to ensure that the policies and procedures relating
to the transmittal of customer funds, customer change of address and increased requests for hand delivery of
checks are adequate after considering changes to normal operations. Interim controls should be considered
that will mitigate risk that may arise due to reduced ability to communicate with customers, inability to rely on
mail or other disruption to the existing controls. Firms should educate their employees as to how to handle
these issues and, if possible, should consider centralizing the function at the organization to ensure that
proper enhanced controls are effected.

Member organizations that clear for introducing firms which are unable to conduct business are encouraged
to accept liquidating orders from customers so that customers' access to funds is not restricted.

Continuing Education and Qualification Examinations

NYSE will be extending CE and qualification exam windows for candidates who reside in a Louisiana,
Mississippi or Alabama county or parish declared a “major disaster” by the President. Registered persons
who have an exam or CE window due to expire in September or October will have their windows extended to
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November 1, 2005. As more information becomes available, additional extensions may be given. Questions
may be directed to the Qualifications and Registration Department to Evelyn Kriegel at 212-656-6444.

Credit Regulation

NYSE Regulation will be accepting margin extensions on a case-by-case basis for reason code “Acts of God”
for customers located in regions affected by the hurricane.

Please contact the Credit Regulation Department at (212) 656-8572 prior to transmission.

Confirmations and Customer Statements

The Exchange will not object to member organizations holding confirmations, statements and other
communications or notices on behalf of those customers located in the affected areas for a period not
to exceed 90 calendar days. Member organizations must exercise appropriate supervisory review of the
accounts affected, maintain a log of those accounts whose mail is being held, and notify the customer that
those communications are being held on their behalf, as soon as possible. If additional time is required
beyond 90 calendar days, please contact your Finance Coordinator.

Customer Communication

Member organizations are encouraged to promptly place a notice on their websites that indicates to affected
customers who they may contact concerning their accounts, access to funds or securities, etc. If feasible,
member organizations should consider the activation of toll free numbers dedicated to responding to these
customers.

Business Continuity and Contingency Plans

A member organization affected by Hurricane Katrina should contact their Finance Coordinator to discuss
those business continuity and contingency plan actions implemented to address any problems that have
resulted.

Military Personnel & National Guard

The Exchange provides specific relief under Section (a)/03 of the Interpretation of Rule 345 (“Employees-
Registration, Approval, Records”) to registered employees of members or member organizations who
volunteer or are called into active military duty. Such registered employees will be placed in a specifically
designated “inactive” status upon notification to the Exchange of their volunteering or military call-up.
However, such employees will remain registered with the Exchange, and, therefore are eligible to receive
transaction-based compensation. Since such employees are “inactive,” they may not perform any of the
duties performed by a registered representative. However, his or her member or member organization
may make arrangements with another registered representative of the member or member organization to
have the accounts of such registered person serviced and to provide for a sharing of the commissions such
accounts generate.

Further, members and member organizations shall be waived from remitting to the Exchange the annual
maintenance fees for such registered employees as prescribed in Rule 345.14.

Such registered employees who volunteer or are called into active military duty shall receive a deferment from
the Regulatory Element and Firm Element of the Continuing Education Program as prescribed in Exchange
Rule 345A. Continuing Education requirements will be reinstated upon the registered person's return from
active military duty.

Dual members or member organizations of the NYSE and NASD should notify the NASD of their registered
employees who volunteer or are called into active military duty by mailing or faxing to the CRD/Public
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Disclosure Department of the NASD a letter (on firm letterhead) identifying the name and CRD number of the
registered person called into active duty, the name and CRD number of the firm, or firms, with whom such
person is associated, and a copy of the official call-up notification.

NYSE-only members or member organizations should notify the Exchange of their registered employees who
volunteer or are called into active duty by mailing or faxing to the Exchange's Qualifications and Registrations
Department, a letter (on firm letterhead) identifying the name and CRD number of person(s) who volunteer
or are called into active duty, the name and CRD number of the firm, or firms, with whom such person is
associated, and a copy of the official call-up notification.

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.
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   ATTENTION: CHIEF FINANCIAL OFFICER AND REGULATORY REPORTING DEPARTMENT

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: APPROVAL OF RULE 418.25 WHICH REQUIRES MEMBER ORGANIZATIONS THAT
HAVE ELECTED TO BE SUPERVISED ON A CONSOLIDATED BASIS TO FILE SUPPLEMENTAL AND
ALTERNATIVE REPORTS WITH THE EXCHANGE

On August 16, 2005 the Securities and Exchange Commission (“SEC”) approved an amendment 1   to New
York Stock Exchange (“NYSE” or the “Exchange”) Rule 418 (“Audit”) related to recent rule amendments

under the Securities Exchange Act of 1934 (the “Exchange Act”), 2   including amendments to Exchange Act

Rule 15c3-1 3   that established an alternative method of computing net capital for broker-dealers that are part

of a consolidated supervised entity (“CSE”). 4 

Under NYSE Rule 418, the Exchange may at any time require any member or member organization to

provide information mandated by Exchange Act Rule 17a-5, 5   which prescribes the reports that must be
filed by brokers and dealers. The amendment adds NYSE Rule 418.25 (see Exhibit A), which enables the
Exchange to require member organizations that have elected to be supervised on a consolidated basis to
submit to the Exchange FOCUS Report Part II CSE (see Exhibit B).

Questions regarding this Information Memo may be directed to your Finance Coordinator.

___________________________

Donald van Weezel

Vice President

Member Firm Regulation

Attachments

EXHIBIT A

Rule 418 Audit

The Exchange may at any time require any member or member organization to cause an audit to be made
by an independent public accountant of his or its accounts in accordance with the requirements of Exchange
Rules and Rule 17a-5 under the Securities Exchange Act of 1934 (“Exchange Act”).

Each member organization and each individual member not associated with a member organization doing
any business in securities with others than members and member organizations of a national securities
exchange is required to have an annual audit of its financial statements and reports conducted in accordance
with the audit requirements of the Exchange and of the applicable requirements of the Securities and
Exchange Commission by independent public accountants.

• • • Supplementary Material: 

Information Regarding Audits
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.10 Each member and member organization subject to this rule shall file with the Exchange by December
10th of each year, an agreement in a form prescribed by the Exchange dated no later than December 1st with
an independent public accountant covering its annual audit during the following year.

.12 Any member or member organization failing to file an audited financial and operational report under this
rule in the prescribed time shall be subject to a $200 penalty for each day of delayed filing.

.15 The annual financial statements and operational reports filed with the Exchange shall include a statement
attesting that such financial statements and operational reports have been or will be made available to all
members or allied members of the organization. Such statement shall be signed by two members or allied
members of the organization.

.20 A copy of each audited financial and operational report, all statements, schedules, other reports and all
pertinent working papers and memoranda should be retained for at least three years. (Working papers, etc.,
must be made available for review by a representative of the New York Stock Exchange, Inc. at the office of
the respondent or at the office of the independent public accountant.)

.25 Every member organization approved by the Securities and Exchange Commission, pursuant to Rule
15c3-1 under the Exchange Act, to use the alternative method of computing net capital contained in Appendix
E to that Rule shall file such supplemental and alternative reports as may be prescribed by the Exchange.

Form X-17A-5 Focus Report (Financial and Operational Combined Uniform Single Report)
Financial And Operational Combined Uniform Single Report Part II CSE page 1
Financial And Operational Combined Uniform Single Report Part II CSE page 2
Financial And Operational Combined Uniform Single Report Part II CSE page 3
Financial And Operational Combined Uniform Single Report Part II CSE page 4
Financial And Operational Combined Uniform Single Report Part II CSE page 5
Financial And Operational Combined Uniform Single Report Part II CSE page 6
Financial And Operational Combined Uniform Single Report Part II CSE page 7
Financial And Operational Combined Uniform Single Report Part II CSE page 8
Financial And Operational Combined Uniform Single Report Part II CSE page 9

Financial And Operational Combined Uniform Single Report Part II CSE page 10
Financial And Operational Combined Uniform Single Report Part II CSE page 11
Financial And Operational Combined Uniform Single Report Part II CSE page 12
Financial And Operational Combined Uniform Single Report Part II CSE page 13
Financial And Operational Combined Uniform Single Report Part II CSE page 14
Financial And Operational Combined Uniform Single Report Part II CSE page 15
Financial And Operational Combined Uniform Single Report Part II CSE page 16
Financial And Operational Combined Uniform Single Report Part II CSE page 17
Financial And Operational Combined Uniform Single Report Part II CSE page 18
Financial And Operational Combined Uniform Single Report Part II CSE page 19
Financial And Operational Combined Uniform Single Report Part II CSE page 20
Financial And Operational Combined Uniform Single Report Part II CSE page 21
Financial And Operational Combined Uniform Single Report Part II CSE page 22

CSE Supplementary Reporting Schedule Schedule 1 - NYSE Supplementary Capital Information
CSE Supplementary Reporting Schedule Schedule II
CSE Supplementary Reporting Schedule Schedule III
CSE Supplementary Reporting Schedule Schedule IV
CSE Supplementary Reporting Schedule Schedule V
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Footnotes

1  See Securities Exchange Act Release No. 52269 (August 16, 2005), 70 FR 49349 (August 23, 2005)
(SR-NYSE-2005-19).

2  15 U.S.C. 78a et seq.
3  17 CFR 240.15c3-1.
4  On August 20, 2004, the SEC adopted rule amendments under the Exchange Act, including

amendments to Exchange Act Rule 15c3-1, that establish a voluntary alternative method of computing
deductions to net capital for certain large broker-dealers that are part of consolidated supervised groups
referred to as CSEs. Under the SEC amendments, a broker-dealer will only be permitted to use this
"alternative/CSE method" if its CSE (the ultimate holding company and its affiliates) computes group-
wide allowable capital and allowances for market, credit, and operational risk in accordance with the
standards adopted by the Basel Committee on Banking Supervision, and consents to group-wide SEC
supervision. See SR-NYSE-2005-3.

5  17 CFR 240.17a-5.
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August 26, 2005

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: RESCISSION OF NYSE RULE 396 (NINE BOND RULE)

The Securities and Exchange Commission has approved the Exchange’s rescission of Rule 396 commonly
known as the “Nine-Bond Rule” effective immediately.

The Nine-Bond Rule prohibited member firms from effecting any transaction in any listed bond in the over-
the-counter market, either as principal or agent, without first satisfying all public bids and offers on the
Exchange at prices equal to, or better than the price at which such portion of the order was executed over-
the-counter. The rule however, provided exceptions for: (i) purchases or sales of ten bonds or more; (ii)
orders involving less than one unit of trading; (iii) orders where the customer has specifically directed that
the trade not be done on the Floor of the Exchange; (iv) orders for the purchase or sale of U.S. Government
bonds, municipal bonds or bonds which have been called or otherwise are to be redeemed within twelve
month; and (v) bond transactions related to primary or special distributions.

Questions concerning this memo may be directed to Donald Siemer, at (212) 656-6940.

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.
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August 25, 2005

   ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, CHIEF FINANCIAL OFFICER,
LEGAL AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO RULE 629 CONCERNING THE ESTABLISHMENT OF PROCESSING FEES
WHEN PROPOSED ARBITRATORS ARE NAMED AND HEARING DATES ARE SCHEDULED

The Exchange, on August 10, 2005, filed with the Securities and Exchange Commission a revised schedule
of fees pertaining to NYSE Arbitrations. The revised schedule establishes certain processing fees for member
organizations that are parties to arbitration proceedings, or when their associated person(s) are parties to
arbitration proceedings. A revised fee schedule is attached as Exhibit A, and is effective September 26, 2005.

The processing fees are imposed: (1) when the parties are sent the names of proposed arbitrators; and, (2)
when the parties are sent the date and location of the first hearing session. No member organization will be
assessed more than one arbitrator selection processing fee and one hearing scheduling processing fee in any
arbitration proceeding.

Any questions about the new processing fees may be directed to Karen Kupersmith, Director of Arbitration, at
(212) 656-4865.

___________________________

Daniel Beyda

Chief Administrative Officer

NYSE Regulation

Attachments

EXHIBIT A

Rule 629 Schedule of fees

(a) through (j) No Change.

* * * * *

(k) Arbitrator Selection and Hearing Scheduling Processing Fees

(1) Each member, member firm, member corporation or allied member (hereinafter referred to as any “entity”)
that is a party to an arbitration proceeding in which more than $25,000 is in dispute will pay the following non-
refundable processing fees:

(a) An arbitrator selection fee of $750, due at the time the parties are sent the names of proposed arbitrators;
and,

(b) A hearing scheduling fee in the applicable amount set forth in the schedule below, due when the parties
are notified of the date and location of the first hearing session.

Amount in Dispute Hearing Scheduling Free
$1- $25,000 $0
$25,000.01-$50,000 $1,000
$50,000.01 - $100,000 $1,700
$100,000.01 - $500,000 $2,750
$500,000.01 - $1,000,000 $4,000
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$1,000,000.01 - $5,000,000 $5,000
More than $5,000,000 $5,500
Unspecified $2,200

(2) If an associated person of an entity is a party, the entity or entities that employed the associated person
at the time of the events which gave rise to the dispute, claim or controversy will be charged the processing
fees, even if the entity is not a party. No entity shall be assessed more than one arbitrator selection
processing fee and one hearing scheduling processing fee in any arbitration proceeding.

(3) The processing fees for arbitrator selection and hearing scheduling shall not be chargeable under 629(c)
to a party other than the entity.

*****

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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August 25, 2005

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ELIMINATION OF ORDER SIZE AND FREQUENCY RESTRICTIONS WITH RESPECT TO
ORDERS IN ETFS ENTERED FOR EXECUTION VIA NYSE DIRECT+ (NYSE RULES 13, 1005 AND 1300)

The Securities and Exchange Commission (the “Commission”) has approved amendments to the Exchange’s
automatic execution facility, NYSE Direct+®, (“Direct +”) which eliminate the 10,000-share size restriction
for orders entered for execution via Direct+ in Investment Company Units, as defined in Section 703.16 of
the NYSE Listed Company Manual, Trust Issued Receipts (such as HOLDRs), as defined in NYSE Rule
1200, and streetTRACKS® Gold Shares, as defined in NYSE Rule 1300, (collectively “ETFs”). In addition, the
restriction in NYSE Rule 1005, limiting the entry of Direct+ orders in ETFs for any account in which the same
person is directly or indirectly interested to intervals of no less than 30 seconds, have been eliminated.

These amendments are effective September 1, 2005. Amendments to NYSE Rules 13, 1005, and 1300 are
attached as Exhibit A.

Background

Executions of ETF Orders in Direct+ Under Existing Rules

With respect to ETFs, Direct+ currently provides for the automatic execution of straight limit orders (i.e. orders

without tick restrictions) of 10,000 shares or less 1  1 against trading interest reflected in the Exchange’s
published quotation. ETF orders capable of execution via Direct+ are defined in Rule 13 as “auto ex”
orders. It is not mandatory that all eligible ETF limit orders be entered as auto ex orders; rather, the member
organization entering the ETF order (or its customer if enabled by the member organization) can choose
to enter an ETF auto ex order when such member organization (or customer) believes that the speed and
certainty of an automatic execution at the Exchange’s published bid or offer price is in the customer’s best
interest.

Current Direct+ rules restrict the frequency of entry of auto ex orders, including those in ETFs. An ETF auto
ex order for any account in which the same person is directly or indirectly interested may only be entered at
intervals of no less than 30 seconds between entry of each such ETF order, unless the orders are entered by
means of separate order entry terminals, and the member or member organization responsible for entry of
the orders to the Floor has procedures in place to monitor compliance with the separate terminal requirement
(NYSE Rule 1005).

Rule Changes

In order to increase the ability of customers to automatically execute orders in ETFs, the Exchange has:

(i) amended NYSE Rule 13 to eliminate the 10,000-share size restriction for auto ex orders in ETFs; and

(ii) eliminated the 30-second frequency restriction in NYSE Rule 1005 for auto ex orders in ETFs.

Questions concerning the subject matter of this Memo should be addressed to:

Exchange-Traded Funds: Tim Coyne (Competitive Position Group, ETFs) at (212) 656-2981

Regulatory Issues: Donald Siemer (Rule Development) at (212) 656-6940.

Jeff Rosenstrock (Rule Development) at (212) 656-5499.

___________________________

Robert A. Marchman

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

415

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P05-59%2909013e2c855b3a3c?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE13/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE13/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE13/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE13/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


Executive Vice President

Market Surveillance

Attachments

EXHIBIT A

Additions underscored

Deletions [bracketed]

Rule 13

Definitions of Orders

* * * * *

Auto Ex Order

Except as provided below, [A] an auto ex order is a limit order of 1099 shares or less priced at or above the
Exchange's published offer (in the case of an order to buy) or at or below the Exchange's published bid (in
the case of an order to sell), which a member or member organization has entered for automatic execution in
accordance with, and to the extent provided by, Exchange Rules 1000- 1005.

[Pursuant to a pilot program to run until December 23, 2004,] Auto ex orders in Investment Company Units
(as defined in paragraph 703.16 of the Listed Company Manual), [or] Trust Issued Receipts (as defined in
Rule 1200) , streetTRACKS® Gold Shares (as defined in Rule 1300), or any product subject to the same
rules as Investment Company Units may be entered as limit orders in an amount greater than 1099 shares.
[The pilot program shall provide for a gradual, phased-in raising of order size eligibility, up to a maximum of
10,000 shares. Each raising of order size eligibility shall be preceded by a minimum of a one-week advance
notice to the Exchange's membership.]

* * * * *

Rule 1005

Orders May Not Be Broken Into Smaller Amounts

Except for orders in Investment Company Units (as defined in paragraph 703.16 of the Listed Company
Manual), Trust Issued Receipts (as defined in Rule 1200), or streetTRACKS® Gold Shares (as defined in
Rule 1300), or any product subject to the same rules as Investment Company Units, [A] an auto ex order for
any account in which the same person is directly or indirectly interested may only be entered at intervals of
no less than 30 seconds between entry of each such order in a stock[, Investment Company Unit (as defined
in paragraph 703.16 of the Listed Company Manual), or Trust Issued Receipt (as defined in Rule 1200)],
unless the orders are entered by means of separate order entry terminals, and the member or member
organization responsible for entry of the orders to the Floor has procedures in place to monitor compliance
with the separate terminal requirement.

Rule 1300

streetTRACKS® Gold Shares

(a) The provisions of this Rule 1300 series apply only to streetTRACKS® Gold Shares, which represent
units of fractional undivided beneficial interest in and ownership of the streetTRACKS® Gold Trust. While
streetTRACKS® Gold Shares are not technically Investment Company Units and thus are not covered
by Rule 1100, all other rules that reference "Investment Company Units," as defined and used in [Para.]
paragraph 703.16 of the Listed Company Manual, including, but not limited to Rules 13, 36.30, 98, 104,
460.10, and 1002[, and 1005] shall also apply to streetTRACKS® Gold Shares. When these rules reference
Investment Company Units, the word "index" (or derivative or similar words) will be deemed to be "gold spot
price" and the word "security" (or derivative or similar words) will be deemed to be "streetTRACKS® Gold
Trust".
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(b) As is the case with Investment Company Units, paragraph (m) of the Guidelines to Rule 105 shall also
apply to streetTRACKS® Gold Shares. Specifically, Rule 105(m) shall be deemed to prohibit an equity
specialist, his member organization, other member, allied member or approved person in such member
organization or officer or employee thereof from acting as a market maker or functioning in any capacity
involving market-making responsibilities in physical gold, gold futures or options on gold futures, or any other
gold derivatives. However, an approved person of an equity specialist entitled to an exemption from Rule
105(m) under Rule 98 may act in a market making capacity, other than as a specialist in the streetTRACKS®
Gold Shares on another market center, in physical gold, gold futures or options on gold futures, or any other
gold derivatives.

Except to the extent that specific provisions in this Rule govern, or unless the context otherwise requires,
the provisions of the Constitution, all other Exchange Rules and policies shall be applicable to the trading of
streetTRACKS® Gold Shares on the Exchange. Pursuant to Exchange Rule 3 ("Security"), streetTRACKS®
Gold Shares are included within the definition of "security" or "securities" as those terms are used in the
Constitution and Rules of the Exchange.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Information Memo 04-49 (September 30, 2004); For background on Direct+, see also Information
Memos 01-4 (Feb. 27, 2001), 03-21 (May 15, 2003), 03-28 (June 20, 2003), and 04-49 (September 30,
2004).
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August 19, 2005

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: VOLUNTARY SUPPLEMENTAL PROCEDURES FOR SELECTING ARBITRATORS

The Exchange, on July 25, 2005, filed with the Securities and Exchange Commission (the “SEC”) for
immediate effectiveness, an additional extension, through November 30, 2005, of the Voluntary Supplemental
Procedures for Selecting Arbitrators, (the “Voluntary Procedures”). The Voluntary Procedures, which relate
to alternative methods for selecting arbitrators to serve on cases, were originally implemented on a twoyear
pilot basis on August 1, 2000. Prior to expiration of the two-year pilot, the Exchange renewed the pilot for an
additional two years, through July 31, 2004, and then again for an additional six months through January 31,
2005, and then again through July 31, 2005.

The Exchange currently has several methods by which arbitrators are assigned to cases, including the
traditional method whereby Exchange staff appoints arbitrators to cases. The Voluntary Procedures allow
parties to select arbitrators under three alternative methods. The first alternative is the Random List Selection
method by which the parties are provided randomly generated lists of public and securities classified
arbitrators. The parties have ten days to strike and rank the names on the lists. Based on mutual ranking of
the lists, the highest-ranking arbitrators are invited to serve on the case. If a panel cannot be generated from
the first list, a second list is generated, with three potential arbitrators for each vacancy, and one peremptory
challenge available to each party for each vacancy. If vacancies remain after the second list has been
processed, arbitrators are then randomly assigned to serve, subject only to challenges for cause.

The second alternative method is entitled Enhanced List Selection, in which six public and three securities
classified arbitrators are selected by staff, based on their qualifications and expertise. The lists are then sent
to the parties. The parties have a limited number of strikes to use and are required to rank the arbitrators not
stricken. Based on mutual ranking of the lists, the highest-ranking arbitrators are invited to serve on the case.

In addition, as a third alternative, the parties may agree on their own procedures for selecting arbitrators. The
parties must all agree to use one of the alternative methods. Absent such agreement, the traditional method
is used.

The Exchange has also filed with the SEC proposed amendments to Rule 607, which would make a variation
of the Voluntary Procedures permanent. The Voluntary Procedures pilot has been renewed for an additional
4 months (or less if the SEC approves the proposed amendments to Rule 607 prior to the expiration of the 4
months).

Any questions about the Voluntary Procedures may be directed to Karen Kupersmith, Director of Arbitration,
at 212-656-4865.

___________________________

Daniel Beyda

Chief Administrative Officer

NYSE Regulation

ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS
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TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: VOLUNTARY SUPPLEMENTAL PROCEDURES FOR SELECTING ARBITRATORS

The Exchange, on July 25, 2005, filed with the Securities and Exchange Commission (the “SEC”) for
immediate effectiveness, an additional extension, through November 30, 2005, of the Voluntary Supplemental
Procedures for Selecting Arbitrators, (the “Voluntary Procedures”). The Voluntary Procedures, which relate
to alternative methods for selecting arbitrators to serve on cases, were originally implemented on a two-year
pilot basis on August 1, 2000. Prior to expiration of the two-year pilot, the Exchange renewed the pilot for an
additional two years, through July 31, 2004, and then again for an additional six months through January 31,
2005, and then again through July 31, 2005.

The Exchange currently has several methods by which arbitrators are assigned to cases, including the
traditional method whereby Exchange staff appoints arbitrators to cases. The Voluntary Procedures allow
parties to select arbitrators under three alternative methods. The first alternative is the Random List Selection
method by which the parties are provided randomly generated lists of public and securities classified
arbitrators. The parties have ten days to strike and rank the names on the lists. Based on mutual ranking of
the lists, the highest-ranking arbitrators are invited to serve on the case. If a panel cannot be generated from
the first list, a second list is generated, with three potential arbitrators for each vacancy, and one peremptory
challenge available to each party for each vacancy. If vacancies remain after the second list has been
processed, arbitrators are then randomly assigned to serve, subject only to challenges for cause.

The second alternative method is entitled Enhanced List Selection, in which six public and three securities
classified arbitrators are selected by staff, based on their qualifications and expertise. The lists are then sent
to the parties. The parties have a limited number of strikes to use and are required to rank the arbitrators not
stricken. Based on mutual ranking of the lists, the highest-ranking arbitrators are invited to serve on the case.

In addition, as a third alternative, the parties may agree on their own procedures for selecting arbitrators. The
parties must all agree to use one of the alternative methods. Absent such agreement, the traditional method
is used.

The Exchange has also filed with the SEC proposed amendments to Rule 607, which would make a variation
of the Voluntary Procedures permanent. The Voluntary Procedures pilot has been renewed for an additional
4 months (or less if the SEC approves the proposed amendments to Rule 607 prior to the expiration of the 4
months).

Any questions about the Voluntary Procedures may be directed to Karen Kupersmith, Director of Arbitration,
at 212-656-4865.

_______________________________________

Daniel Beyda

Chief Administrative Officer

NYSE Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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August 19, 2005

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENT TO CROSSING SESSIONS II, III AND IV IN THE OFF-HOUR TRADING
FACILITY (RULE 907)

The Securities and Exchange Commission (the “Commission”) has approved amendments to the
Exchange's Off-Hours Trading Facility (“OHTF”) with respect to Crossing Sessions II, III, and IV. The
amendments:

• extend the closing time of Crossing Session II from 6:15 p.m. to 6:30 p.m;

• eliminate the 10,000 share size restriction in Crossing Sessions III and IV; and

• amend the process by which an order is executed if there is no execution prior to 4:00 p.m. in
Crossing Sessions III and IV.

These amendments are effective August 30, 2005. Amendments to Rule 907 are attached as Exhibit
A.

Background

The Exchange's Off-Hours Trading Facility (“OHTF”) consists of four sessions. Crossing Session
I permits the execution, at the Exchange's closing price, of single-stock, single-sided closing price
orders and crosses of single-stock, closing price buy and sell orders. Crossing Session II provides an
opportunity for members and member organizations to cross program trading orders in NYSE listed
securities on the Exchange between 4:00 p.m. and 6:15 p.m. based on the aggregate price of the
program. Matched buy and sell orders for a minimum of 15 NYSE listed stocks having a minimum
dollar value of $1 million may be transmitted to the Exchange for execution in Crossing Session II.
These orders are transmitted via the Exchange's Electronic Filing Platform (“EFP”) detailing the total
number of stocks, total number of shares and total dollar value.

Crossing Session III allows for the execution on the NYSE of “guaranteed price coupled orders”
whereby member organizations could fill the unfilled balance of a customer order at a price which
was guaranteed to the customer prior to the close of the Exchange's 9:30 a.m. to 4:00 p.m. trading
session. Crossing Session IV is a facility whereby member organizations may fill the unfilled balance
of a customer's order at a price such that the overall order is filled at a price that is no worse than the
volume weighted average price (“VWAP”) for the subject security on that trading day. The member
organization is required to document its VWAP agreement with the customer and the basis upon which
the VWAP price would be determined. Crossing Sessions III and IV were approved by the Securities
and Exchange Commission as pilot programs until February 1, 2006. These were discussed in more
detail in Information Memo 04-30 (June 14, 2004).

Amendments to Crossing Sessions II, III, and IV

Crossing Session II

The Exchange has expanded the hours of operation of Crossing Session II from 6:15 p.m. to 6:30 p.m.
each day that the Exchange is open for its regular 9:30 a.m. to 4:00 p.m. trading session. Expanding
the time of operation of Crossing Session II will enhance the usefulness and practicality of Crossing
Session II by making it available to member organizations for a greater time period and to make it
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consistent with the closing time of Crossing Sessions III and IV. Orders in both Crossing Sessions III
and IV can be entered beginning at 4:00 p.m. and must be completed by 6:30 p.m.

Crossing Sessions III and IV

Rule 907 (iii) states that a guaranteed price coupled order or an order to be executed at the VWAP is
for the portion of the customer's order that could not be executed prior to 4:00 p.m., but in any event
must be at least 10,000 shares. The Exchange has eliminated the 10,000 share size restriction in Rule
907 (iii) for both types of orders in Crossing Sessions III and IV in order to increase the availability of
Crossing Sessions III and IV to member organizations.

In addition, the Exchange has amended the Rule 907 to provide that if there is no execution prior to
4:00 p.m, the entire order would be eligible for execution in the crossing session, rather than just the
portion of the customer's order that could not be executed prior to 4:00 p.m.

Questions concerning the subject matter of this Memo should be addressed to:

Operation of Crossing Session II: Hope Morgan (Market Surveillance) at (212) 656-6197

Operation of Crossing Sessions III and IV: Bob Airo at (212) 656-5663 or Laura Morrison at (212)
656-4066 - (Member Firm Relationship Management Group)

Regulatory Issues: Donald Siemer (Rule Development) at (212) 656-6940. Jeff Rosenstrock (Rule
Development) at (212) 656-5499.

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Attachments

EXHIBIT A

Additions underscored

Deletions [bracketed]

Rule 907

Guaranteed Price Coupled Orders

(a) A member organization may enter into the Off-Hours Trading Facility a guaranteed price coupled
order or an order to be executed at the volume weighted average price (“VWAP”), subject to the
following:

(i) the member organization has accepted from its customer prior to the close of trading of
the Exchange's 9:30 a.m. to 4:00 p.m. trading session an order of any size [for at least
10,000 shares], and has guaranteed its customer a specific price with respect to the entire
order or the VWAP;

(ii) the member organization has recorded, along with all required details of the order, the
guaranteed price or that the customer has elected the order be executed at the VWAP
and has documented the basis upon which the VWAP is to be calculated;

(iii) the guaranteed price coupled order or an order to be executed at the VWAP is for that
portion of the customer's order that could not be executed prior to 4:00 p.m.[, but in any
event must be at least 10,000 shares] ; in the case of either type of order, the entire order
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would also be eligible for execution at the close of trading if there is no execution prior to
4:00 p.m.;

(iv) the guaranteed price coupled order or VWAP order is priced at a price that ensures
that the entire order is executed at a price that is no worse than the guaranteed price or
VWAP;

(v) the member organization designates the guaranteed price coupled order as Crossing
Session III and the VWAP order as Crossing Session IV.

(b) A guaranteed price coupled order or VWAP order may be entered at any time following the close
of the 9:30 a.m. to 4:00 p.m. trading session on the Exchange until the close of the Consolidated
Tape.

(c) A guaranteed price coupled order may be priced at a price that is outside the range of prices for the
subject security during the 9:30 a.m. to 4:00 p.m. trading session.

(d) A guaranteed price coupled order or VWAP order shall be immediately executed upon entry into the
Off-Hours Trading Facility.

(e) Upon the close of the Consolidated Tape, the Exchange shall print each trade reported through the
Off-Hours Trading Facility as guaranteed price coupled orders or VWAP orders. Guaranteed price
coupled orders shall be designated as Crossing Session III. VWAP orders shall be designated as
Crossing Session IV.

(f) Member organizations shall not enter a guaranteed price coupled order or VWAP order pursuant to
paragraph (a) of this Rule if the order is for a security that was subject to a trading halt at the time
the Exchange's 9:30 a.m. to 4:00 p.m. trading session ended.

I:\ruledev\informemo\cschangesjuly2005exa.doc
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 05-56

Click to open document in a browser

August 18, 2005

   ATTENTION: CHIEF EXECUTIVE OFFICER, FINANCIAL & OPERATIONS OFFICER, MANAGING
PARTNERS, CREDIT AND MARGIN DEPARTMENTS, COMPLIANCE AND LEGAL DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: “PORTFOLIO MARGIN” AMENDMENTS TO RULE 431 (MARGIN REQUIREMENTS) AND
RULE 726 (DELIVERY OF OPTIONS DISCLOSURE DOCUMENT)

On July 14, 2005, the Securities and Exchange Commission (“SEC”) approved amendments to Exchange

Rules 431(Margin Requirements) and 726 (Delivery of Options Disclosure Document) (see Exhibit A). 1

   These amendments will now permit the use of a prescribed risk-based margin methodology, for certain
specified products, as an alternative to the strategy-based margin requirements currently stipulated in
Rule 431(a) through (f). Member organizations will be able to apply this risk-based methodology to eligible
participants meeting certain criteria. This approval is effective immediately, beginning with a pilot period
that will expire on July 31, 2007.

In addition, amendments to Rule 726 will require disclosure to, and written acknowledgements from,
customers in connection with the use of such margin methodology.

Portfolio Margin and Cross-Margin Accounts

Member organizations may elect to apply a risk-based margin requirement (“portfolio margin”) for listed,

broad-based U.S. index options and index warrants, along with any underlying instruments, 2   in accordance
with the requirements set forth in these amendments. These positions are to be margined in a separate
“portfolio margin account” dedicated exclusively to this methodology for computing initial and maintenance
margin.

In addition, any member organization that is registered as a Futures Commission Merchant (“FCM”) and is
either a clearing member of a futures clearing organization, or has an affiliate that is a clearing member of

a futures clearing organization, will be permitted to combine a customer's related instruments 3   and listed,
broad-based U.S. index options, index warrants and underlying instruments in order to calculate a riskbased
margin requirement (“cross-margin”). Member organizations must confine crossmargin positions to a separate
“cross-margin account” dedicated exclusively to this methodology for computing maintenance margin.
Customers will be prohibited from effecting portfolio margin and cross-margin transactions in Individual
Retirement Accounts (“IRA”). In addition, day-trading will be prohibited in accounts that are dedicated to the
portfolio and cross-margin methodology and the guaranteed account provision cannot be utilized to satisfy the
portfolio margin requirements promulgated under Rule 431.

Eligible Positions

In a portfolio margin or cross-margin account, a customer will be able to effect transactions in listed, broad-
based U.S. index options or index warrants. In addition, transactions in any underlying position(s) may also
be effected in either account provided a position in an offsetting listed, broad-based U.S. index option or index
warrant is already in the account or is established in the account on the same day.

The new rule also stipulates that in the event a listed, broad-based U.S. index option or index warrant position
that was used to offset an underlying instrument no longer exists in either a portfolio margin or cross-margin
account, the position must be replaced within ten business days. Otherwise, the underlying instrument will

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

423

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P05-56%2909013e2c855b3a36?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE431/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE431/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE431/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE431%28a%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE431%28f%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE431/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


have to be transferred to the customer's regular margin account and will be subject to Regulation T and Rule
431 margin requirements. Member organizations are expected to monitor the portfolio margin and cross-
margin accounts for this condition in order to avoid possible abuse of this provision. Customers will not be
permitted to maintain only fully paid for long listed, broad-based U.S. index options or index warrants in these
accounts. These positions will have to be transferred to the customer's cash or margin account within ten
business days, unless the status of the account changes and the portfolio margin or cross-margin account is
no longer comprised of just fully paid for long index options and/or index warrants.

Eligible Participants

The portfolio and cross-margin methodology can be applied to the following:

Any broker-dealer registered pursuant to Section 15 of the Securities and Exchange Act of 1934

Any member of a national futures exchange to the extent that listed index options hedge the member's index
futures

Any other person or entity not included above that has or establishes, and maintains, equity of at least $5
million dollars

Theoretical Pricing Model

The theoretical pricing model that a member organization wishes to utilize must be approved by the
Exchange and reviewed by the SEC. All member organizations that participate in this pilot program must
obtain all theoretical pricing values from the Options Clearing Corporation (“OCC”), which utilizes the only
theoretical model (Theoretical Intermarket Margin System, or “TIMS”) qualified pursuant to the Securities and
Exchange Act of 1934, Rule 15c3-1 (Net Capital).

Risk Analysis Methodology

Member organizations will be expected to monitor the risk associated with portfolio margin and cross-margin
accounts. Each member organization will be required to maintain a written risk analysis methodology for
assessing any potential risk to the member organization's capital. The risk analysis methodology must be fully
documented and procedures should include:

the determination, review and approval of credit limits for each customer and across all customers.

the monitoring of any credit risk exposure to the member organization. Any intraday risk assessment utilized
by a member organization must also be included in the risk analysis methodology.

the use of stress testing of portfolio margin and cross-margin accounts in order to monitor the risk exposure at
both the individual account level and at the aggregate level.

the regular review and testing of the risk analysis procedures by an independent unit such as internal audit or
other comparable group.

a description of the specific computations made

the frequency of the computations

the records to be reviewed and maintained

the personnel within the member organization responsible for this function.

Options Disclosure Accounts and Documentation

Exchange Rules 721 (Opening of Accounts), 722 (Supervision of Accounts) and 723 (Suitability) regarding
option agreements, suitability and approval will also apply to portfolio margin and cross-margin accounts.
The amendments to Rule 726 (Delivery of Options Disclosure Document and Prospectus) require member
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organizations to furnish the customer with a special written disclosure statement specifically for portfolio
margin and cross-margin accounts (see Exhibit A). This disclosure document must be provided to the
customer on or before the day of an initial transaction and it must describe the nature and risks associated
with portfolio margining or cross-margining.

Member organizations must also provide separate acknowledgements for both portfolio margin and
cross-margin accounts for the customer to sign (see Exhibit A). By signing the acknowledgement, the
customer attests that he or she has read and understands the disclosure statement and agrees to the
terms of maintaining a portfolio or crossmargin account. Once the member organization receives the
acknowledgement back from the customer, the date of receipt must be recorded.

Method of Calculation

Long and short positions in listed index options, underlying instruments and related instruments are to be

grouped by option class. 4   Each option class group is considered a “portfolio.” 5   For each portfolio, the
theoretical gains and losses will be calculated at ten equidistant intervals or, valuation points, ranging from an
assumed movement, both up or down, in the current market value of the underlying instrument. The valuation
point range will be as follows:

Portfolio Type Up / Down Market Movement (High and Low Valuation
Points)

Non-High Capitalization, Broad-based
U.S.

+ / − 10%

Market Index Option
High Capitalization, Broad-based U.S.
Market Index Option

+6% / −8%

For both initial and maintenance margin, the amount of margin required for both the portfolio margin and
cross-margin accounts will be the greater of:

The amount for any of the ten equidistant valuation points representing the largest theoretical loss as
calculated or,

$.375 for each listed, broad-based U.S. index option and related instrument multiplied by the contract's or
instrument's multiplier, not to exceed the market value in the case of long positions in listed, broad-based
U.S. index options and options on futures contracts.

Within each portfolio, theoretical gains and losses may be netted fully at each valuation point.

Offsets between portfolios within the High Capitalization, Broad-based Index Option product group and the
Non-High Capitalization, Broad-based Index Option product group may then be applied as permitted by Rule
15c3-1a (Appendix A) under the Securities and Exchange Act of 1934. After applying the offsets, the sum of
the greatest loss from each portfolio is computed to arrive at the total margin required for the account (subject
to the contract minimum).

Additional Margin

For purposes of portfolio margin and cross-margin, all listed index options, index warrants and related
instruments are to be valued at current market values. Equity will be calculated separately for each portfolio
margin or cross-margin account by adding the current market value of all long positions, subtracting the
current values of all short positions and adding any credit or subtracting any debit balance in the account.

If the equity in a portfolio margin or cross-margin account falls below the margin required, the customer
must meet the margin call within one business day by depositing funds and/or securities, or by establishing
a hedge position to reduce the margin required. If the margin call is not met within one business day,
the member organization must liquidate positions sufficient enough to meet the margin call. Member
organizations must monitor these conditions in order to avoid any possible abuse of this provision.
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Equity Deficiency

For those persons or entities with a $5 million equity requirement, if the equity in either a portfolio margin or
cross-margin account falls below $5 million dollars, the customer has up to three business days to deposit
funds and/or securities to satisfy the deficiency. If the equity requirement is not satisfied by the third business
day then on the fourth business day the member organization is prohibited from accepting any opening
orders, except those opening orders entered for the purpose of hedging an existing position that would
reduce the margin requirement. In addition, the equity in any other account such as the margin or cash
account cannot be used to satisfy the deficiency. Funds and/or securities will have to be transferred to the
account with the deficiency and a written record must be created and maintained.

However, for minimum equity purposes, all securities and futures accounts carried by the member
organization for the same customer may be combined provided ownership across the accounts is identical.

Cross-Margin Account Liquidation Guidelines

With regard to the cross-margin account, because this account involves the usage of futures and options
on futures, there are specific liquidation guidelines that must be adhered to. A member organization will be
required to immediately liquidate, or transfer to another broker-dealer eligible to carry cross-margin accounts,
all cross-margin accounts if the member is:

insolvent or is unable to meet its obligations as they mature,

the subject of a proceeding pending in any court or before any agency of the United States or any state in
which a receiver, trustee, or liquidator for such debtor has been appointed,

not in compliance with applicable financial responsibility and hypothecation requirements under the Securities
and Exchange Act of 1934, or of any selfregulatory organization, or

unable to make such computations as may be necessary to establish compliance with such financial
responsibility or hypothecation rules.

Net Capital Treatment

Member organizations will be prohibited from opening new portfolio margin or crossmargin accounts if the
aggregate margin requirement of all such accounts exceeds 1,000 percent of the member organization's net
capital for a period of three business days. Member organizations can resume opening new portfolio or cross-
margin accounts once compliance with this rule is achieved. In addition, if a member organization's gross
customer portfolio margin requirements exceed 1,000 percent of the member organization's net capital, at
any time, the member organization will be required to immediately notify the principal office of the SEC in
Washington, DC, the regional office of the SEC for the region in which the member organization maintains its
principal place of business and the Designated Examining Authority (“DEA”).

If there are any questions regarding this Information Memo please contact Albert Lucks at 212-656-5782,
Steve Yannolo at 212-656-2274, or Patrice Vellecca at 212-656-2874.

______________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

EXHIBIT A

Additions underscored

AMENDMENTS TO RULE 431 - MARGIN REQUIREMENTS
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Rule 431. (a) through (f) unchanged.

Portfolio Margin and Cross-Margin for Index Options

(g) As an alternative to the “strategy” based margin requirements set forth in paragraphs (a) through (f) of this
Rule, member organizations may elect margin for listed, broad-based U.S. index options, index warrants and
underlying instruments (as defined below) in accordance with the portfolio margin requirements set forth in
this Rule.

In addition, member organizations, provided they are a Futures Commission Merchant (“FCM”) and are
either a clearing member of a futures clearing organization or have an affiliate that is a clearing member of a
futures clearing organization, are permitted under this section to combine a customer's related instruments
(as defined below) and listed, broad-based U.S. index options, index warrants and underlying instruments
and compute a margin requirement (“cross margin”) on a portfolio margin basis. Member organizations must
confine cross-margin positions to a portfolio margin account dedicated exclusively to cross-margining.

The portfolio margin and cross-margining provisions of this Rule shall not apply to Individual Retirement
Accounts (“IRAs”).

(1) Member organizations will be expected to monitor the risk of portfolio margin accounts and maintain a
written risk analysis methodology for assessing the potential risk to the member organization's capital over
a specified range of possible market movements of positions maintained in such accounts. The risk analysis
methodology shall specify the computations to be made, the frequency of computations, the records to be
reviewed and maintained, and the position(s) within the organization responsible for the risk function. This risk
analysis methodology shall be made available to the Exchange upon request. In performing the risk analysis
of portfolio margin accounts required by this Rule, each member organization shall include the following in the
written risk analysis methodology:

(A) Procedures and guidelines for the determination, review and approval of credit limits to each
customer, and across all customers, utilizing a portfolio margin account.

(B) Procedures and guidelines for monitoring credit risk exposure to the member organization,
including intra-day credit risk, related to portfolio margin accounts.

(C) Procedures and guidelines for the use of stress testing of portfolio margin accounts in order to
monitor market risk exposure from individual accounts and in the aggregate.

(D) Procedures providing for the regular review and testing of these risk analysis procedures by an
independent unit such as internal audit or other comparable group.

(2) Definitions.—For purposes of this paragraph (g), the following terms shall have the meanings specified
below:

(A) The term “listed option” shall mean any option traded on a registered national securities exchange
or automated facility of a registered national securities association.

(B) The term “options class” refers to all options contracts covering the same underlying instrument.

(C) The term “portfolio” means options of the same options class grouped with their underlying
instruments and related instruments.

(D) The term “option series” relates to listed options and means all option contracts of the same type
(either a call or a put) and exercise style, covering the same underlying instrument with the same
exercise price, expiration date, and number of underlying units.

(E) The term “related instrument” within an option class or product group means futures contracts and
options on futures contracts covering the same underlying instrument.

(F) The term “underlying instrument” means long and short positions in an exchange traded fund
or other fund product registered under the Investment Company Act of 1940, that holds the same
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securities, and in the same proportion, as contained in a broad-based index on which options are listed.
The term underlying instrument shall not be deemed to include, futures contracts, options on futures
contracts, underlying stock baskets, or unlisted instruments.

(G) The term “product group” means two or more portfolios of the same type (see sub-paragraph (g)
(2)(H) below) for which it has been determined by Rule 15c3-1a under the Securities Exchange Act of
1934 that a percentage of offsetting profits may be applied to losses at the same valuation point.

(H) The term “theoretical gains and losses” means the gain and loss in the value of individual option
series and related instruments at 10 equidistant intervals (valuation points) ranging from an assumed
movement (both up and down) in the current market value of the underlying instrument. The magnitude
of the valuation point range shall be as follows:

 

Portfolio Type Up / Down Market Move
(High & Low Valuation Points)

 

Non-High Capitalization,
Broad-based U.S.

Market Index Option 1 
+/− 10%

 

High Capitalization,
Broad-based U.S.

Market Index Option 2 
+6% / −8%

 

1  In accordance with sub-paragraph (b)(1)(i)(B) of Rule 15c3-1a (Appendix A to Rule 15c3-1) under the
Securities Exchange Act of 1934, 17 CFR 240.15c3-1a(b)(1)(i)(B).

2  See footnote above.

(3) Approved Theoretical Pricing Models.—Theoretical pricing models must be approved by a Designated
Examining Authority and reviewed by the Securities and Exchange Commission (“The Commission”) in order
to qualify. Currently, the theoretical model utilized by The Options Clearing Corporation (“The OCC”) is the
only model qualified pursuant to The Commission's Net Capital Rule. All member organizations participating
in the pilot program shall obtain their theoretical values from The OCC.

(4) Eligible Participants.—The application of the portfolio margin provisions of this paragraph (g), including
cross-margining, is limited to the following:

(A) any broker or dealer registered pursuant to Section 15 of the Securities Exchange Act of 1934;

(B) any member of a national futures exchange to the extent that listed index options hedge the
member's index futures; and

(C) any other person or entity not included in (4)(A) through (4)(B) above that has or establishes, and
maintains, equity of at least 5 million dollars. For purposes of this equity requirement, all securities
and futures accounts carried by the member organization for the same customer may be combined
provided ownership across the accounts is identical. A guarantee pursuant to paragraph (f)(4) of this
Rule is not permitted for purposes of the minimum equity requirement.

(5) Opening of Accounts.

(A) Only customers that have been approved for options transactions and approved to engage in
uncovered short option contracts pursuant to Exchange Rule 721, are permitted to utilize a portfolio
margin account.

(B) On or before the date of the initial transaction in a portfolio margin account, a member organization
shall:

(i) furnish the customer with a special written disclosure statement describing the nature and
risks of portfolio margining and cross-margining which includes an acknowledgement for all
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portfolio margin account owners to sign, and an additional acknowledgement for owners that
also engage in cross-margining to sign, attesting that they have read and understood the
disclosure statement, and agree to the terms under which a portfolio margin account and the
cross-margin account respectively, are provided (see Exchange Rule 726 (d)), and

(ii) obtain the signed acknowledgement(s) noted above from the customer (both of which are
required for cross-margining customers) and record the date of receipt.

(6) Establishing Account and Eligible Positions

(1) Portfolio Margin Account. For purposes of applying the portfolio margin requirements provided
in this paragraph (g), member organizations are to establish and utilize a specific securities margin
account, or sub-account of a margin account, clearly identified as a portfolio margin account that is
separate from any other securities account carried for a customer.

(2) Cross-Margin Account. For purposes of combining related instruments and listed, broad-based
U.S. index options, index warrants and underlying instruments and applying the portfolio margin
requirements members are to establish and utilize a portfolio margin account, clearly identified as a
cross-margin account, that is separate from any other securities account or portfolio margin account
carried for a customer.

A margin deficit in either the portfolio margin account or the cross-margin account of a customer may
not be considered as satisfied by excess equity in the other account. Funds and/or securities must be
transferred to the deficient account and a written record created and maintained.

(A) Portfolio Margin Account - Eligible Positions

(i) A transaction in, or transfer of, a listed, broad-based U.S. index option or index warrant may
be effected in the portfolio margin account.

(ii) A transaction in, or transfer of, an underlying instrument may be effected in the portfolio
margin account provided a position in an offsetting listed, broad-based U.S. index option or index
warrant is in the account or is established in the account on the same day.

(iii) If, in the portfolio margin account, the listed, broad-based U.S. index option or index warrant
position offsetting an underlying instrument position ceases to exist and is not replaced within
ten business days, the underlying instrument position must be transferred to a regular margin
account, subject to initial Regulation T margin and margined according to the other provisions
of this Rule. Member organizations will be expected to monitor portfolio margin accounts for
possible abuse of this provision.

(iv) In the event that fully paid for long options and /or index warrants are the only positions
contained within a portfolio margin account, such long positions must be transferred to a
securities account other than a portfolio margin account or cross - margin account within 10
business days, subject to the margin required, unless the status of the account changes such
that it is no longer composed solely of fully paid for long options and/or index warrants.

(B) Cross-Margin Account - Eligible Positions

(i) A transaction in, or transfer of, a related instrument may be effected in the cross margin
account provided a position in an offsetting listed, U.S. broad-based index option, index warrant
or underlying instrument is in the account or is established in the account on the same day.

(ii) If the listed, U.S. broad-based index option, index warrant or underlying instrument position
offsetting a related instrument ceases to exist and is not replaced within ten business days, the
related instrument position must be transferred to a futures account and margined accordingly.
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Member organizations will be expected to monitor cross-margin accounts for possible abuse of
this provision.

(iii) In the event that fully paid for long options and/or index warrants (securities) are the only
positions contained within a cross-margin account, such long positions must be transferred to
a securities account other than a portfolio margin account or cross margin account within 10
business days, subject to the margin required, unless the status of the account changes such
that it is no longer composed solely of fully paid for long options and/or index warrants.

(7) Initial and Maintenance Margin Required.—The amount of margin required under this paragraph (g) for
each portfolio shall be the greater of:

(A) the amount for any of the 10 equidistant valuation points representing the largest theoretical loss as
calculated pursuant to paragraph (g)(8) below, or

(B) $.375 for each listed index option and related instrument multiplied by the contract's or instrument's
multiplier, not to exceed the market value in the case of long positions in listed options and options on
futures contracts.

(C) Account guarantees pursuant to paragraph (f)(4) of this Rule are not permitted for purposes of
meeting initial and maintenance margin requirements.

(8) Method of Calculation.

(A) Long and short positions in listed options, underlying instruments and related instruments are to be
grouped by option class; each option class group being a “portfolio”. Each portfolio is categorized as
one of the portfolio types specified in sub-paragraph (g)(2)(H) above.

(B) For each portfolio, theoretical gains and losses are calculated for each position as specified in
sub-paragraph (g)(2)(H) above. For purposes of determining the theoretical gains and losses at each
valuation point, member organizations shall obtain and utilize the theoretical value of a listed index
option, underlying instrument or related instrument rendered by a theoretical pricing model that, in
accordance with sub-paragraph (b)(1)(i)(B) of Rule 15c3-1a under the Securities Exchange Act of
1934, qualifies for purposes of determining the amount to be deducted in computing net capital under a
portfolio based methodology.

(C) Offsets. Within each portfolio, theoretical gains and losses may be netted fully at each valuation
point.

Offsets between portfolios within the High Capitalization, Broad-based Index Option product group
and the Non-High Capitalization, Broad-based Index Option product group may then be applied as
permitted by Rule 15c3-1a under the Securities Exchange Act of 1934.

(D) After applying the Offsets above, the sum of the greatest loss from each portfolio is computed to
arrive at the total margin required for the account (subject to the per contract minimum).

(9) Equity Deficiency.—If, at any time, equity declines below the 5 million dollar minimum required under sub-
paragraph (4)(D) of this paragraph (g) and is not restored to at least 5 million dollars within three (3) business
days (T+3) by a deposit of funds and/or securities; member organizations are prohibited from accepting
opening orders starting on T+4, except that opening orders entered for the purpose of hedging existing
positions may be accepted if the result would be to lower margin requirements. This prohibition shall remain
in effect until equity of 5 million dollars is established.

(10) Determination of Value for Margin Purposes.—For the purposes of this paragraph (g), all listed index
options and related instrument positions shall be valued at current market prices. Account equity for the
purposes of this paragraph (g) shall be calculated separately for each portfolio margin account by adding
the current market value of all long positions, subtracting the current market value of all short positions, and
adding the credit (or subtracting the debit) balance in the account.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

430

http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE15c3-1a/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE15c3-1a/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE15c3-1a/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


(11) Additional Margin.—If at any time, the equity in any portfolio margin account is less than the margin
required, the customer may deposit additional margin or establish a hedge to meet the margin requirement
within one business day (T+1). In the event a customer fails to hedge existing positions or deposit additional
margin within one business day, the member organization must liquidate positions in an amount sufficient to,
at a minimum, lower the total margin required to an amount less than or equal to account equity. Paragraph
(f)(7) of this Rule - Practice of Meeting Regulation T Margin Calls by Liquidation Prohibited shall not apply to
portfolio margin accounts. However, member organizations will be expected to monitor portfolio margin and
cross-margin accounts for possible abuse of this provision.

(12) Net Capital Treatment of Portfolio Margin and Cross Margin Accounts.

(A) No member organization that requires margin in any customer account pursuant to paragraph (g) of
this Rule shall permit gross customer portfolio margin requirements to exceed 1,000 percent of its net
capital for any period exceeding three business days. The member organization shall, beginning on the
fourth business day, cease opening new portfolio margin accounts until compliance is achieved.

(B) If, at any time, a member organization's gross customer portfolio margin requirements exceed
1,000 percent of its net capital, the member organization shall immediately transmit telegraphic or
facsimile notice of such deficiency to the Securities and Exchange Commission, 450 Fifth Street NW,
Washington, DC, 20549; to the district or regional office of the Securities and Exchange Commission
for the district or region in which the member organization maintains its principal place of business; and
to its Designated Examining Authority.

(13) Day Trading Requirements.—The requirements of sub-paragraph (f)(8)(B) of this Rule - Day-Trading
shall not apply to portfolio margin accounts including cross margin accounts.

(14) Cross Margin Accounts - Requirements to Liquidate

(A) A member is required immediately either to liquidate, or transfer to another broker-dealer eligible to
carry cross-margin accounts, all customer cross-margin accounts that contain positions in futures and/
or options on futures if the member is:

insolvent as defined in section 101 of title 11 of the United States Code, or is unable to meet its
obligations as they mature;

the subject of a proceeding pending in any court or before any agency of the United States or any State
in which a receiver, trustee, or liquidator for such debtor has been appointed;

not in compliance with applicable requirements under the Securities Exchange Act of 1934 or rules of
the Securities and Exchange Commission or any self-regulatory organization with respect to financial
responsibility or hypothecation of customer's securities; or

unable to make such computations as may be necessary to establish compliance with such financial
responsibility or hypothecation rules.

(B) Nothing in this paragraph (14) shall be construed as limiting or restricting in any way the exercise of
any right of a registered clearing agency to liquidate or cause the liquidation of positions in accordance
with its by-laws and rules.

* * * * *

Delivery of Options Disclosure Document and Prospectus

Rule 726 (a) through (c) unchanged.

Portfolio Margining and Cross-Margining Disclosure Statement and Acknowledgement

(d) The special written disclosure statement describing the nature and risks of portfolio margining and cross-
margining, and acknowledgement for customer signature, required by Rule 431(g)(5)(B) shall be in a format
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prescribed by the Exchange or in a format developed by the member organization, provided it contains
substantially similar information as in the prescribed Exchange format and has received the prior written
approval of the Exchange.

Sample Portfolio Margining and Cross-Margining Risk Disclosure
Statement to Satisfy Requirements of Exchange Rule 431(g)

OVERVIEW OF PORTFOLIO MARGINING

1. Portfolio margining is a margin methodology that sets margin requirements for an account based on
the greatest projected net loss of all positions in a “product class” or “product group” as determined by an
options pricing model using multiple pricing scenarios. These pricing scenarios are designed to measure
the theoretical loss of the positions given changes in both the underlying price and implied volatility inputs to
the model. Portfolio margining is currently limited to product classes and groups of index products relating to
broad-based market indexes.

2. The goal of portfolio margining is to set levels of margin that more precisely reflects actual net risk. The
customer benefits from portfolio margining in that margin requirements calculated on net risk are generally
lower than alternative “position” or “strategy” based methodologies for determining margin requirements.
Lower margin requirements allow the customer more leverage in an account.

CUSTOMERS ELIGIBLE FOR PORTFOLIO MARGINING

3. To be eligible for portfolio margining, customers (other than broker-dealers) must meet the basic standards
for having an options account that is approved for uncovered writing and must have and maintain at all times
account net equity of not less than $5 million, aggregated across all accounts under identical ownership at
the clearing broker. The identical ownership requirement excludes accounts held by the same customer in
different capacities (e.g., as a trustee and as an individual) and accounts where ownership is overlapping but
not identical (e.g., individual accounts and joint accounts).

POSITIONS ELIGIBLE FOR A PORTFOLIO MARGIN ACCOUNT

4. All positions in broad-based U.S. market index options and index warrants listed on a national securities
exchange, and exchange traded funds and other products registered under the Investment Company Act
of 1940 that are managed to track the same index that underlies permitted index options, are eligible for a
portfolio margin account.

SPECIAL RULES FOR PORTFOLIO MARGIN ACCOUNTS

5. A portfolio margin account may be either a separate account or a sub-account of a customer's regular
margin account. In the case of a sub-account, equity in the regular account will be available to satisfy any
margin requirement in the portfolio margin sub-account without transfer to the sub-account.

6. A portfolio margin account or sub-account will be subject to a minimum margin requirement of $.375
multiplied by the index multiplier for every option contract or index warrant carried long or short in the
account. No minimum margin is required in the case of eligible exchange traded funds or other eligible fund
products.

7. Margin calls in the portfolio margin account or sub-account, regardless of whether due to new
commitments or the effect of adverse market moves on existing positions, must be met within one business
day. Any shortfall in aggregate net equity across accounts must be met within three business days. Failure to
meet a margin call when due will result in immediate liquidation of positions to the extent necessary to reduce
the margin requirement. Failure to meet an equity call prior to the end of the third business day will result in a
prohibition on entering any opening orders, with the exception of opening orders that hedge existing positions,
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beginning on the fourth business day and continuing until such time as the minimum equity requirement is
satisfied.

8. A position in an exchange traded index fund or other eligible fund product may not be established in a
portfolio margin account unless there exists, or there is established on the same day, an offsetting position
in securities options, or other eligible securities. Exchange traded index funds and /or other eligible funds
will be transferred out of the portfolio margin account and into a regular securities account subject to initial
Regulation T and NYSE Rule 431 margin if the offsetting securities options, other eligible securities and/or
related instruments no longer remain in the account for ten business days.

9. When a broker-dealer carries a regular cash account or margin account for a customer, the broker-dealer
is limited by rules of the Securities and Exchange Commission and of The Options Clearing Corporation
(“OCC”) to the extent to which the broker-dealer may permit OCC to have a lien against long option positions
in those accounts. In contrast, OCC will have a lien against all long option positions that are carried by a
broker-dealer in a portfolio margin account, and this could, under certain circumstances, result in greater
losses to a customer having long option positions in such an account in the event of the insolvency of the
customer's broker. Accordingly, to the extent that a customer does not borrow against long option positions
in a portfolio margin account or have margin requirements in the account against which the long option can
be credited, there is no advantage to carrying the long options in a portfolio margin account and the customer
should consider carrying them in an account other than a portfolio margin account.

SPECIAL RISKS OF PORTFOLIO MARGIN ACCOUNTS

10. Portfolio margining generally permits greater leverage in an account, and greater leverage creates greater
losses in the event of adverse market movements.

11. Because the time limit for meeting margin calls is shorter than in a regular margin account, there is
increased risk that a customer's portfolio margin account will be liquidated involuntarily, possibly causing
losses to the customer.

12. Because portfolio margin requirements are determined using sophisticated mathematical calculations and
theoretical values that must be calculated from market data, it may be more difficult for customers to predict
the size of future margin calls in a portfolio margin account. This is particularly true in the case of customers
who do not have access to specialized software necessary to make such calculations or who do not receive
theoretical values calculated and distributed periodically by The Options Clearing Corporation.

13. For the reasons noted above, a customer that carries long options positions in a portfolio margin account
could, under certain circumstances, be less likely to recover the full value of those positions in the event of
the insolvency of the carrying broker.

14. Trading of securities index products in a portfolio margin account is generally subject to all the risks of
trading those same products in a regular securities margin account. Customers should be thoroughly familiar
with the risk disclosure materials applicable to those products, including the booklet entitled Characteristics
and Risks of Standardized Options.

15. Customers should consult with their tax advisers to be certain that they are familiar with the tax treatment
of transactions in securities index products.

16. The descriptions in this disclosure statement relating to eligibility requirements for portfolio margin
accounts, and minimum equity and margin requirements for those accounts, are minimums imposed under
Exchange rules. Time frames within which margin and equity calls must be met are maximums imposed
under Exchange rules. Broker-dealers may impose their own more stringent requirements.

OVERVIEW OF CROSS-MARGINING

17. With cross-margining, index futures and options on index futures are combined with offsetting positions
in securities index options and underlying instruments, for the purpose of computing a margin requirement
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based on the net risk. This generally produces lower margin requirements than if the related instruments 3  
and securities products are viewed separately, thus providing more leverage in the account.

18. Cross-margining must be done in a portfolio margin account type. A separate portfolio margin account
must be established exclusively for cross-margining.

19. When index futures and options on futures are combined with offsetting positions in index options and
underlying instruments in a dedicated account, and a portfolio margining methodology is applied to them,
cross-margining is achieved.

CUSTOMERS ELIGIBLE FOR CROSS-MARGINING

20. The eligibility requirements for cross-margining are generally the same as for portfolio margining, and any
customer eligible for portfolio margining is eligible for cross-margining.

21. Members of futures exchanges on which cross-margining eligible index contracts are traded are also
permitted to carry positions in cross-margin accounts without regard to the minimum aggregate account
equity.

POSITIONS ELIGIBLE FOR CROSS-MARGINING

22. All securities products eligible for portfolio margining are also eligible for cross-margining.

23. All broad-based U.S. listed market index futures and options on index futures traded on a designated
contract market subject to the jurisdiction of the Commodity Futures Trading Commission (“CFTC”) are
eligible for cross-margining.

SPECIAL RULES FOR CROSS-MARGINING

24. Cross-margining must be conducted in a portfolio margin account type. A separate portfolio margin
account must be established exclusively for cross-margining. A cross margin account is a securities account,
and must be maintained separate from all other securities account.

25. Cross-margining is automatically accomplished with the portfolio margining methodology. Cross-margin
positions are subject to the same minimum margin requirement for every contract, including futures contracts.

26. Margin calls arising in cross-margin account, and any shortfall in aggregate net equity across accounts,
must be satisfied within the same timeframe, and subject to the same consequences, as in a portfolio margin
account.

27. A position in a futures product may not be established in a cross-margin account unless there exists,
or there is established on the same day, an offsetting position in securities options and/or other eligible
securities. Related instruments will be transferred out of the cross margin account and into a futures account
if, for more than ten business days and for any reason, the offsetting securities options and/or other eligible
securities no longer remain in the account. If the transfer of related instruments to a futures account causes
the futures account to be undermargined, a margin call will be issued or positions will be liquidated to the
extent necessary to eliminate the deficit.

28. Customers participating in cross-margining will be required to sign an agreement acknowledging that their
positions and property in the cross-margin account will be subject to the customer protection provisions of
Rule 15c3-3 under the Securities Exchange Act of 1934 and the Securities Investor Protection Act, and will
not be subject to the provisions of the Commodity Exchange Act, including segregation of funds.

29. According to the rules of the exchanges, a broker dealer is required to immediately liquidate, or, if
feasible, transfer to another broker-dealer eligible to carry cross-margin accounts, all customer cross-margin
accounts that contain positions in futures and/or options on futures in the event that the carrying broker-dealer
becomes insolvent.
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30. In signing the agreement referred to in paragraph 28 above, a customer also acknowledges that a cross-
margin account that contains positions in futures and /or options on futures will be immediately liquidated, or,
if feasible, transferred to another broker-dealer eligible to carry cross-margin accounts, in the event that the
carrying broker-dealer becomes insolvent.

SPECIAL RISKS OF CROSS-MARGINING

31.Cross-margining must be conducted in a portfolio margin account type. Generally, cross-margining
and the portfolio margining methodology both contribute to provide greater leverage than a regular margin
account, and greater leverage creates greater losses in the event of adverse market movements.

32. Since cross-margining must be conducted in a portfolio margin account type, the time required for
meeting margin calls is shorter than in a regular securities margin account and may be shorter than the
time ordinarily required by a futures commission merchant for meeting margin calls in a futures account.
Consequently, there is increased risk that a customer's cross-margin positions will be liquidated involuntarily,
causing possible loss to the customer.

33. As noted above, cross margin accounts are securities accounts and are subject to the customer
protections set-forth in Rule 15c3-3 under the Securities Exchange Act of 1934 and the Securities Investor
Protection Act. Cross-margin positions are not subject to the customer protection rules under the segregation
provisions of the Commodity Exchange Act and the rules of the CFTC adopted pursuant to the Commodity
Exchange Act.

34. Trading of index options and futures contracts in a cross-margin account is generally subject to all the
risks of trading those same products in a futures account or a regular securities margin account. Customers
should be thoroughly familiar with the risk disclosure materials applicable to those products, including the
booklet entitled Characteristics and Risks of Standardized Options and the risk disclosure document required
by the CFTC to be delivered to futures customers. Because this disclosure statement does not disclose the
risks and other significant aspects of trading in futures and options, customers should review those materials
carefully before trading in a cross-margin account.

35. Customers should bear in mind that the discrepancies in the cash flow characteristics of futures and
certain options are still present even when those products are carried together in a cross margin account.
Both futures and options contracts are generally marked to the market at least once each business day,
but the marks may take place with different frequency and at different times within the day. When a futures
contract is marked to the market, the gain or loss is immediately credited to or debited from, respectively,
the customer's account in cash. While an increase in the value of a long option contract may increase the
equity in the account, the gain is not realized until the option is sold or exercised. Accordingly, a customer
may be required to deposit cash in the account in order to meet a variation payment on a futures contract
even though the customer is in a hedged position and has experienced a corresponding (but yet unrealized)
gain on a long option. Alternatively, a customer who is in a hedged position and would otherwise be entitled to
receive a variation payment on a futures contract may find that the cash is required to be held in the account
as margin collateral on an offsetting option position.

36. Customers should consult with their tax advisers to be certain that they are familiar with the tax treatment
of transactions in index products, including tax consequences of trading strategies involving both futures and
option contracts.

37. The descriptions in this disclosure statement relating to eligibility requirements for cross-margining,
and minimum equity and margin requirements for cross margin accounts, are minimums imposed under
Exchange rules. Time frames within which margin and equity calls must be met are maximums imposed
under Exchange rules. The broker-dealer carrying a customer's portfolio margin account, including any cross-
margin account, may impose its own more stringent requirements.

* * * * *

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

435

http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE15c3-3/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


Sample Portfolio Margining and Cross-Margining Acknowledgements

ACKNOWLEDGEMENT FOR CUSTOMERS UTILIZING A PORTFOLIO MARGIN ACCOUNT

—CROSS-MARGINING AND NON-CROSS-MARGINING—

Rule 15c3-3 under the Securities Exchange Act of 1934 requires that a broker or dealer promptly obtain and
maintain physical possession or control of all fully-paid securities and excess margin securities of a customer.
Fully-paid securities are securities carried in a cash account and margin equity securities carried in a margin
or special account (other than a cash account) that have been fully paid for. Excess margin securities are
a customer's margin securities having a market value in excess of 140% of the total of the debit balances
in the customer's non-cash accounts. For the purposes of Rule 15c3-3, securities held subject to a lien to
secure obligations of the broker-dealer are not within the broker-dealer's physical possession or control. The
Commission staff has taken the position that all long option positions in a customer's portfolio-margining
account (including any cross-margin account) may be subject to such a lien by OCC and will not be deemed
fully-paid or excess margin securities under Rule 15c3-3.

The hypothecation rules under the Securities Exchange Act of 1934 (Rules 8c-1 and 15c2-1), prohibit broker-
dealers from permitting the hypothecation of customer securities in a manner that allows those securities to
be subject to any lien or liens in an amount that exceeds the customer's aggregate indebtedness. However,
all long option positions in a portfolio-margining account (including any cross-margining account) will be
subject to OCC's lien, including any positions that exceed the customer's aggregate indebtedness. The
Commission staff has taken a position that would to allow customers to carry positions in portfolio-margining
accounts, (including any cross-margining account) even when those positions exceed the customer's
aggregate indebtedness. Accordingly, within a portfolio margin account or cross-margin account, to the extent
that you have long option positions that do not operate to offset your aggregate indebtedness and thereby
reduce your margin requirement you receive no benefit from carrying those positions in your portfolio-margin
account or cross-margin account and incur the additional risk of OCC's lien on your long option position(s).

BY SIGNING BELOW THE CUSTOMER AFFIRMS THAT THE CUSTOMER HAS READ AND
UNDERSTOOD THE FOREGOING DISCLOSURE STATEMENT AND ACKNOWLEDGES AND AGREES
THAT LONG OPTION POSITIONS IN PORTFOLIO-MARGINING ACCOUNTS, AND CROSS-MARGINING
ACCOUNTS, WILL BE EXEMPTED FROM CERTAIN CUSTOMER PROTECTION RULES OF THE
SECURITIES AND EXCHANGE COMMISSION AS DESCRIBED ABOVE AND WILL BE SUBJECT TO A
LIEN BY THE OPTIONS CLEARING CORPORATION WITHOUT REGARD TO SUCH RULES.

CUSTOMER NAME: __________________________________

BY: ____________________________________ DATE _________________

(Signature/title)

ACKNOWLEDGEMENT FOR CUSTOMERS ENGAGED IN CROSS-MARGINING

As disclosed above, futures contracts and other property carried in customer accounts with Futures
Commission Merchants (“FCM”) are normally subject to special protection afforded under the customer
segregation provisions of the Commodity Exchange Act (“CEA”) and the rules of the Commodity Futures
Trading Commission adopted pursuant to the CEA. These rules require that customer funds be segregated
from the accounts of financial intermediaries and be accounted for separately. However, they do not provide
for, and regular futures accounts do not enjoy the benefit of, insurance protecting customer accounts against
loss in the event of the insolvency of the intermediary carrying the accounts.

As discussed above, cross-margining must be conducted in a portfolio margin account, dedicated exclusively
to cross margining and cross margin accounts are not treated as a futures account with an FCM. Instead,
cross margin accounts are treated as securities accounts carried with broker-dealers. As such, cross margin
accounts are covered by Rule 15c3-3 under the Securities Exchange Act of 1934, which protects customer
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accounts. Rule 15c3-3, among other things, requires a broker-dealer to maintain physical possession or
control of all fully-paid and excess margin securities and maintain a special reserve account for the benefit
of their customers. However, with regard to cross margin accounts, there is an exception to the possession
or control requirement of Rule 15c3-3 that permits The Options Clearing Corporation to have a lien on
long positions. This exception is outlined in a separate acknowledgement form that must be signed prior to
or concurrent with this form. Additionally, the Securities Investor Protection Corporation (“SIPC”) insures
customer accounts against the financial insolvency of a broker-dealer in the amount of up to $500,000 to
protect against the loss of registered securities and cash maintained in the account for purchasing securities
or as proceeds from selling securities (although the limit on cash claims is $100,000). According to the rules
of the exchanges, a broker-dealer is required to immediately liquidate, or, if feasible,transfer to another
broker-dealer eligible to carry cross-margin accounts, all customer cross margin accounts that contain
positions in futures and/or options on futures in the event that the carrying broker-dealer becomes insolvent.

BY SIGNING BELOW THE CUSTOMER AFFIRMS THAT THE CUSTOMER HAS READ AND
UNDERSTOOD THE FOREGOING DISCLOSURE STATEMENT AND ACKNOWLEDGES AND AGREES
THAT: 1) POSITIONS AND PROPERTY IN CROSS-MARGINING ACCOUNTS, WILL NOT BE SUBJECT
TO THE CUSTOMER PROTECTION RULES UNDER THE CUSTOMER SEGREGATION PROVISIONS
OF THE COMMODITY EXCHANGE ACT AND THE RULES OF THE COMMODITY FUTURES TRADING
COMMISSION ADOPTED PURSUANT TO THE CEA AND 2) CROSS-MARGINING ACCOUNTS THAT
CONTAIN POSITIONS IN FUTURES AND/OR OPTIONS ON FUTURES WILL BE IMMEDIATELY
LIQUIDATED, OR IF FEASIBLE, TRANSFERRED TO ANOTHER BROKER-DEALER ELIBIBLE TO CARRY
CROSS-MARGIN ACCOUNTS IN THE EVENT THAT THE CARRYING BROKER-DEALER BECOMES
INSOLVENT.

CUSTOMER NAME: __________________________________

BY: ________________________________________ DATE: _________________

(Signature/title)

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release No. 34-52031, dated July 14, 2005.
2  The term "underlying instrument", for purposes of these amendments, means long and short positions

in an exchange traded fund or other fund product registered under the Investment Company Act of
1940, that holds the same securities, and in the same proportion, as contained in a broad-based index
on which options are listed. The term underlying instrument shall not be deemed to include futures
contracts, options on futures contracts, underlying stock baskets, or unlisted instruments.

3  The term "related instrument" within an option class or product group, for purposes of these
amendments, means futures contracts and options on futures contracts covering the same underlying
instrument.

4  The term "option class" refers to all options contracts covering the same underlying instrument.
5  The term "portfolio" means options of the same options class grouped with their underlying instruments

and related instruments.
3  For purposes of this Rule, the term "related instruments," within an option class or product means futures

contracts, and options on futures contracts covering the same underlying instrument.
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August 16, 2005

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: TRADING IN NEW EXCHANGE TRADED FUNDS

The following new Exchange-Traded Fund (”ETF”) has been approved for listing on the NYSE, with trading to
begin on the Exchange on August 16, 2005:

iShares® Russell Microcap™ Index Fund (symbol: IWC)

This Information Memo reviews the various rules and policies applicable to trading in iShares funds based on
an equity index. For additional information regarding rules applicable to Exchange trading of ETFs, including
series of the iShares Trust, see Information Memo 03-52 (November 14, 2003).

Background Information on the Fund

Barclays Global Fund Advisors (the “Advisor”) is the investment advisor for the Fund and is registered under
the Investment Advisers Act of 1940. The Advisor is a wholly owned subsidiary of Barclays Global Investors,
N.A., which is in turn a wholly owned indirect subsidiary of Barclays Bank PLC of the United Kingdom. SEI
Investments Distribution Co. (the “Distributor”), a Pennsylvania corporation and broker-dealer registered
under the Securities Exchange Act of 1934 (“Act), is the principal underwriter and distributor of Creation Unit
Aggregations (as defined below) of iShares. The distributor is not affiliated with the Exchange or the Advisor.
Investors Bank Trust Company is the administrator, custodian and transfer agent for each Fund.

The shares of the Funds are issued by iShares Trust (the “Trust”).

iShares® Russell Microcap™ Index Fund

According to the Fund’s prospectus, the Fund’s investment objective is to provide results that correspond
generally to the price and yield performance, before fees and expenses, of the Russell MicrocapX™
Index. The Index measures the microcap sector of the U.S. equity market. It is a subset of the Russell
Microcap™ Index and consists of those securities having the highest historical trading volumes of that index.
The Index is capitalization-weighted and includes companies ranging in total market capitalization from
approximately $50 million to $550 million, though these amounts may change from time to time. The Index
represents approximately 3% of the market capitalization of listed U.S. equity securities. The Fund uses a
Representative Sampling strategy to track the Index.

For a more complete description of the Funds and the Indices, visit www.iShares.com. Fund fact sheets
providing information regarding the Funds’ top holdings may be requested by calling 1-800-iShares.

Issuance of Creation Unit Aggregations

In General. Shares of the Fund will be issued on a continuous offering basis in groups of 50,000 shares or
more. These “groups” of shares are called “Creation Unit Aggregations”. The Fund will issue and redeem
Fund shares only in Creation Unit Aggregations. As with other open-end investment companies, Fund shares
will be issued at the net asset value (“NAV”) per share next determined after an order in proper form is
received.

iShares Trust will cause to be made available daily the names and required number of shares of each of
the securities to be deposited in connection with the issuance of the Fund shares in Creation Unit size
aggregations for the Fund, as well as information relating to the required cash payment representing, in part,
the amount of accrued dividends for the Fund.

Principal Risks
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Interested persons are referred to discussion in the iShares Trust prospectus (available at www.iShares.com)
of principal risks of an investment in the Fund, including risks associated with an investment in microcap
companies. These include market risk, tracking error risk (factors causing a Fund’s performance to not match
the performance of the underlying Index), market trading risk (for example, trading halts, trading above or
below net asset value), and other risks.

Hours of Trading

Trading in the Fund will be 9:30 a.m. until 4:15 p.m.

Exchange Rules Applicable to the Trading of ETFs

Generally, the rules applicable to ETFs are applicable to the Fund since the Fund fall within the definition of
an Investment Company Unit, as provided in Paragraph 703.16 of the Listed Company Manual and Exchange
Rule 1100. See Information Memo Number 01-20 (July 31, 2001), which was issued in connection with the
trading pursuant to unlisted trading privileges of several Exchange Traded Funds.

The rules and policies as well as certain exemptions from the Act and NYSE Rules are identical for the
Fund as they are for all other iShares funds based on an equity index traded on the Exchange. These rules
and policies are set forth in Information Memo 03- 52 (November 14, 2003). This Memo is available on
www.nyse.com/regulation.

Exemptive, Interpretive and No-Action Relief Under Federal Securities Regulations and NYSE Rules

The Securities and Exchange Commission (“SEC”) has issued exemptive, interpretive and no-action relief
from certain provisions of and rules under the Act regarding trading in the Fund. In addition, the SEC has
approved an Exchange interpretive position with respect to the Exchange’s short sale rule.

Short Sale Rules - Transactions in ETFs will not be subject to "tick" requirements of the short sale rule of the
Commission (Rule 10a-1) or the Exchange (Rule 440B). Short orders must be marked SHORT or SHORT
EXEMPT.

Regulation M Exemptions - Generally, Rules 101 and 102 of Regulation M prohibit any "distribution
participant" and its "affiliated purchasers" from bidding for, purchasing, or attempting to induce any person
to bid for or purchase any security which is the subject of a distribution until after the applicable restricted
period, except as specifically permitted in Regulation M. The provisions of the Rules apply to underwriters,
prospective underwriters, brokers, dealers, and other persons who have agreed to participate or are
participating in a distribution of securities.

The SEC has granted an exemption from Rule 101 under Regulation M to permit persons participating in a
distribution of shares of the Fund to engage in secondary market transactions in such shares during their
participation in such a distribution. In addition, the SEC has granted relief under Regulation M to permit
persons who may be deemed to be participating in the distribution of shares of the Fund (i) to purchase
securities for the purpose of purchasing Creation Unit Aggregations of Fund shares and to (ii) tender
securities for redemption in Creation Unit Aggregations. Further, the SEC has clarified that the tender of Fund
shares to the Fund for redemption does not constitute a bid for or purchase of any of the Fund securities
during the restricted period of Rule 101. The SEC has also granted an exemption pursuant to paragraph (e)
of Rule 102 under Regulation M to allow the redemption of Fund shares in Creation Unit Aggregations during
the continuous offering of shares.

Customer Confirmations for Creation or Redemption of Fund Shares (SEC Rule 10b-10) – Broker–dealers
who handle purchases or redemptions of Fund shares in Creation Unit size for customers will be permitted to
provide such customers with a statement of the number of Creation Unit Aggregations created or redeemed
without providing a statement of the identity, number and price of shares of the individual securities tendered
to the Fund for purposes of purchasing Creation Unit Aggregations (“Deposit Securities”) or the identity,
number and price of shares to be delivered by the Trust to the redeeming holder (“Redemption Securities”).
The composition of the securities required to be tendered to the Fund for creation purposes and of the
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securities to be delivered on redemption will be disseminated each business day and will be applicable to
requests for creations or redemption, as the case may be, on that day. This exemptive relief under Rule
10b-10 with respect to creations and redemptions is subject to the following conditions:

(1) Confirmations to customers engaging in creations or redemptions must state that all information required
by Rule 10b-10 will be provided upon request;

(2) Any such request by a customer for information required by Rule 10b-10 will be filed in a timely manner, in
accordance with Rule 10b-10(c);

(3) Except for the identity, number and price of shares of the component securities of the Deposit Securities
and Redemption Securities, as described above, confirmations to customers must disclose all other
information required by Rule 10b-10(a).

SEC Rule 14e-5 –An exemption from Rule 14e-5 has been granted to permit any person acting as a dealer-
manager of a tender offer for a component security of the Fund to (1) redeem Fund shares in Creation Unit
Aggregations from the issuer that may include a security subject to such tender offer and (2) to purchase
Fund shares during such tender offer. In addition, a no-action position has been taken under Rule 14e-5 if a
broker-dealer acting as a dealer-manager of a tender offer for a security of the Fund purchases or arranges
to purchase such securities in the secondary market for the purpose of tendering such securities to purchase
one or more Creation Unit Aggregations of shares, if made in conformance with the following:

(i) such bids or purchases are effected in the ordinary course of business, in connection with a basket of 20 or
more securities in which any security that is the subject of a distribution, or any reference security, does not
comprise more than 5% of the value of the basket purchased; or

(ii) purchases are effected as adjustments to such basket in the ordinary course of business as a result of a
change in the composition of the underlying index; and

(iii) such bids or purchases are not effected for the purpose of facilitating such tender offer.

Section 11(d)(1); SEC Rules 11d1-1 and 11d1-2 - Section 11(d)(1) of the Act generally prohibits a person
who is both a broker and a dealer from effecting any transaction in which the broker-dealer extends credit
to a customer on any security which was part of a new issue in the distribution of which he participated as a
member of a selling syndicate or group within thirty days prior to such transaction. The SEC has clarified that
Section 11(d)(1) does not apply to broker-dealers that engage in both proprietary and customer transactions
in shares of the Fund in the secondary market but do not create Creation Unit Aggregations. The Commission
has also taken a no-action position under Section 11(d)(1) of the Act that broker-dealers may treat shares of
the Fund, for purposes of Rule 11d1-2, as "securities issued by a registered open-end investment company
as defined in the Investment Company Act" and thereby extend credit or maintain or arrange for the extension
or maintenance of credit on shares that have been owned by the persons to whom credit is provided for more
than 30 days, in reliance on the exemption contained in the rule.

SEC Rule 15c1-5 and 15c1-6 – The SEC has taken a no-action position with respect to Rule 15c1-5 and
Rule 15c1-6 as to the required disclosure of control by a broker or dealer with respect to creations and
redemptions of Fund shares and secondary market transactions therein.

Other Matters

Due Diligence – Pursuant to Exchange Rule 405, before a member, member organization, allied member or
employee thereof undertakes to recommend a transaction in ETF shares, such person must exercise due
diligence to learn the essential facts relative to the customer. If any recommendation is made with respect
to such shares, the person making the recommendation should have a reasonable basis for believing, at
the time of making the recommendation, that the customer has such knowledge and experience in financial
matters that he or she may reasonably be expected to be capable of evaluating the risks and any special
characteristics of the recommended transaction, and is financially able to bear the risks of the recommended
transaction. Before a member, member organization or employee thereof recommends a transaction in the
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Fund, a determination must be made that the recommendation is in compliance with all applicable Federal
and Exchange rules and regulations, including due diligence obligations under Exchange Rule 405.

Certain Specialist Transactions in ETFs – Rule 460.10 generally precludes certain business relationships
between an issuer and the specialist in the issuer’s securities. Exceptions in the Rule permit specialists in
ETF shares to enter into Creation Unit transactions through the Distributor to facilitate the maintenance of a
fair and orderly market. A specialist Creation Unit transaction may only be effected on the same terms and
conditions as any other investor, and only at the net asset value of the ETF shares. A specialist may acquire
a position in excess of 10% of the outstanding issue of the ETF shares, provided, however, that a specialist
registered in a security issued by an investment company may purchase and redeem the investment
company unit or securities that can be subdivided or converted into such unit, from the investment company
as appropriate to facilitate the maintenance of a fair and orderly market in the subject security.

Trading Halts - In order to halt the trading of an ETF, the Exchange may consider, among other things, factors
such as the extent to which trading is not occurring in underlying security(s) and whether other unusual
conditions or circumstances detrimental to the maintenance of a fair and orderly market are present. In
addition, trading in Fund shares is subject to trading halts caused by extraordinary market volatility pursuant
to Exchange Rule 80B.

Prospectus Delivery - Exchange members and member organizations should be mindful of applicable
prospectus delivery requirements under the federal securities laws with respect to transactions in the Fund. In
that regard, the Exchange notes that although NYSE Rule 1100(b) provides for delivery of written descriptions
to customers of Funds that have received an exemption from Section 24(d) of the Investment Company
Act, there is at this time no written description available for this particular Fund. Members and member
organizations are advised that delivery of a prospectus in lieu of a written description would satisfy the
requirements of Rule 1100(b).

Purchases and Redemptions in Creation Unit Size – Exchange members and member organizations are
hereby informed that procedures for purchases and redemptions of iShares® in Creation Unit Size are
described in the relevant Fund prospectus and Statement of Additional Information, and that iShares® are not
individually redeemable but are redeemable only in Creation Unit Size aggregations or multiples thereof.

Surveillance. Exchange surveillance procedures applicable to trading in the Fund are comparable to those
applicable to other Investment Company Units currently trading on the Exchange.

Questions concerning the matters discussed in this Memorandum may be addressed as follows:

General Questions on ETFs:

James P. McGowan (212) 656-2490 (Competitive Position Group)

Michael Cavalier (212) 656-2474 (Office of the General Counsel)

Questions on:

Due Diligence Stephen A. Kasprzak (Member Firm Regulation) (212) 656-5226

Exchange Rules Donald Siemer (Market Surveillance) (212) 656-6940

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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August 11, 2005

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: DISCLOSURES AND SALES PRACTICES CONCERNING MUTUAL FUNDS AND VARIABLE
ANNUITIES

Introduction

Disclosures made in connection with retail sales of investment company shares (mutual funds) and variable
annuities have raised ongoing regulatory concerns, particularly with respect to the recently prohibited
practice of directed brokerage, as well as issues involving revenue sharing and suitability. This Information
Memorandum proposes to clarify requirements for disclosures and sales practices and to remind members
and member organizations and associated persons of their disclosure obligations under existing Exchange
and/or Securities and Exchange Commission (“SEC”) rules.

Directed Brokerage

The SEC recently adopted amendments to Rule 12b-1, 1   promulgated under the Investment Company
Act of 1940, concerning directed brokerage. “Directed brokerage” refers to the practice whereby a mutual
fund uses commissions from securities transactions to provide additional compensation to broker-dealers
that promote or sell fund shares (“Selling Brokers”). Under the former version of Rule 12b-1, directed
brokerage was not prohibited: mutual fund advisors were permitted to have a disclosed policy of considering
the sale and promotion of fund shares as one factor in the selection of broker-dealers to execute the
fund’s portfolio transactions (“Executing Brokers”). However, in amending Rule 12b-1, the SEC noted that
substantial conflicts of interest had arisen between fund advisors and shareholders as a result of directed
brokerage practices. For example, fund shareholders desire maximum returns and thereby have an interest
in minimizing fund costs; in contrast, fund advisers, who are compensated based on fund assets, have an
interest in generating additional fund sales and thereby have an incentive to overtrade portfolio securities to
compensate the broker-dealers who promote fund sales. In view of such conflicts, the SEC amended the rule
to prohibit mutual funds from directly or indirectly compensating Selling Brokers by directing to Selling Brokers
either its portfolio securities transactions or any remuneration relating to portfolio transactions executed by
another broker-dealer.

Exchange members and member organizations that act as Selling Brokers for mutual funds have parallel
obligations, pursuant to Exchange Rules 401 and 476(a)(6), to the mutual fund’s obligations under the
amended version of Rule 12b-1. Thus, members and member organizations should note that pursuant
to the amended version of Rule 12b-1, a mutual fund may use a Selling Broker as an Executing Broker
only if, among other things, the fund or its adviser has implemented policies and procedures reasonably
designed to prevent the persons responsible for selecting the fund’s Executing Brokers from taking into

account the promotion or sale of fund shares. 2   In keeping with this requirement, and as a matter of best
practices, a member or member organization that is a Selling Broker for a fund should not execute portfolio
transactions for the fund unless the member or member organization: confirms that the fund has implemented
policies and procedures as required by Rule 12b-1; and ensures that the fund uses reasonable criteria in the
selection of its Selling Brokers. Moreover, regardless of the existence or reasonableness of a mutual fund’s
procedures, a member or member organization that is a Selling Broker for a fund should not execute portfolio

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

442

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P05-54%2909013e2c855b3a32?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE12b-1/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE12b-1/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE12b-1/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE401/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE476%28a%29%286%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE12b-1/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE12b-1/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE12b-1/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


transactions for the fund if it knows or has reason to believe that the fund took its selling efforts into account
when selecting it to be an Executing Broker.

As a matter of best practices, a member or member organization that is a Selling Broker should implement
written policies and procedures reasonably designed to prevent remuneration prohibited by Rule 12b-1. Such
policies and procedures, at a minimum, should designate personnel with appropriate supervisory authority to
conduct periodic reviews to identify any correlation between fund sales and directed brokerage commissions

that might suggest informal arrangements in violation of the rule. 3 

In addition, a member or member organization that sells or promotes the sale of a mutual fund’s shares has
an obligation to ensure that its customers receive full disclosure of all potential conflicts of interest concerning
the transaction, including but not limited to the fund’s practices for selecting Selling Brokers to be Executing
Brokers. As demonstrated by recent disciplinary actions and reflected in the SEC’s proposed rule concerning

point of sale disclosure requirements for certain securities transactions, 4   a member or member organization
that is a Selling Broker for a fund should disclose to its customers that it receives payments as an Executing
Broker from the fund.

Revenue Sharing

For present purposes, “revenue sharing” refers to the practice of broker-dealers being rewarded for the
promotion and sale of certain securities issued by selected mutual funds by way of pre-arranged financial
incentives. Revenue sharing also encompasses mutual fund companies’ provision of business opportunities
to broker-dealers in connection with the sale of certain mutual funds. Revenue sharing confers to members
and member organizations financial benefits in addition to standard fees such as sales loads, commissions,
and Rule 12b-1 fees. Revenue sharing arrangements sometimes are referred to as payments for “shelf
space.”

Revenue sharing arrangements, which have been the subject of regulatory scrutiny, create financial
incentives for members and member organizations and thus have the potential to cause them to promote
certain mutual funds over other mutual funds. For example, a member or member organization might receive
from a mutual fund company payments approximating a target percentage of the advisory fees for certain
mutual fund assets purchased or held by its customers. Similarly, another arrangement might entail a
member or member organization receiving an equity interest in a mutual fund company upon its attainment of
a certain threshold of fund sales. In return, a member or member organization might provide to a “preferred”
mutual fund certain benefits relating to sales and marketing not otherwise available to “non-preferred” mutual
funds including, among other things, heightened access to its brokers, eligibility for broker sales contests, and
“shelf space” (i.e., a position of prominence in the member’s or member organization’s brokerage distribution
networks).

In recent disciplinary actions brought by the Exchange and other regulators, member organizations have
been disciplined for failing to adequately disclose to customers revenue sharing payments from a select
group of fund families recommended to customers. For example, in a joint regulatory action, one member
organization represented to customers and the public that its promotion of certain funds related to long-term
investment objectives and performance, while failing to disclose that it had received millions of dollars of

payments from the funds in addition to standard fees. 5   Among other violations, the member organization

consented to findings that it had violated Section 17(a)(2) of the Securities Act of 1933, 6   Rule 10b-10

promulgated under the Securities Exchange Act of 1934 (the “Exchange Act”), 7   and Exchange Rules 401,
requiring adherence to good business practice, and 476(a)(6), relating to conduct inconsistent with just and
equitable principles of trade.

The recent disciplinary actions reflect that a potential conflict of interest arises between a member or member
organization and its customers when the member or member organization accepts revenue sharing payments
from mutual funds without providing full and adequate disclosure of such payments to its retail customers. As
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such, the Exchange’s rules and the federal securities laws require members and member organizations to
ensure that revenue sharing arrangements are fully and adequately disclosed to customers.

Such disclosure should prominently and completely describe, in plain language comprehensible to
investors, the existence, substance, and scope of the member’s or member organization’s revenue sharing
arrangements, including all facts necessary to ensure that the customer understands the full nature and
extent of any conflict of interest that might affect the transaction. For example, a customer disclosure should
be made when a registered representative recommends a particular mutual fund and he or she will receive a
greater commission for selling that fund than for selling other funds, or in the event that the fund pays to his
or her member employer or member organization employer a certain percentage of gross fund sales. Such
disclosure should be delivered to the customer – as opposed to merely accessible upon request – at the time
of the transaction.

In the past, members and member organizations have relied upon third-party disclosures in mutual fund
prospectuses and/or Statements of Additional Information rather than directly disclosing revenue sharing
arrangements to their customers. As a matter of best practices, a member or member organization should
directly disclose its receipt of revenue sharing to its customers. If a member or member organization chooses
to place reliance on a third party’s disclosures it will retain the responsibility for ensuring that customers have
received sufficient information about the conflicts of interest. In addition, a member or member organization
should have in place policies and procedures designed to evaluate whether third-party disclosures are
adequate and prominently displayed. In instances where the third-party disclosures do not suffice, the
member or member organization should ensure that there are sufficient disclosures of all conflicts of interest
directly to customers.

It should be noted that revenue sharing arrangements, although commonly associated with mutual funds, are
not limited to them, and such arrangements have been identified in the sale of other investment products,
such as variable annuities. The disclosure obligations set forth above apply with full force to revenue sharing
arrangements involving variable annuities and other investment products.

Disclosures and Suitability Related to Variable Annuities

The marketing of variable annuity products to retail customers entails heightened disclosure obligations
because such products present unique suitability concerns, due to the fact that they contain both securities
and insurance features. The securities feature provides the investor with an opportunity to participate in
potential capital appreciation and income through investments in the securities markets, but also subjects the
investor to market risks as the annuity’s value fluctuates with that of an underlying securities portfolio or other
index of performance. The insurance features of variable annuities permit the investor to receive a series
of periodic payments from the investment over time, provide a death benefit to the beneficiary should the
investor die during the accumulation phase, and provide tax-deferred treatment of any accumulated earnings.

A registered representative should not recommend an annuity product to a customer without fully disclosing –
and ascertaining that the customer fully understands - the fee structure, including potential surrender charges
and tax penalties arising from early liquidation. Prior to recommending any annuity product, a registered
representative should have thorough knowledge of all material specifications of the product, including the

death benefit, fees and expenses, sub-account choices, 8   special features, withdrawal privileges, and tax
treatment. In order to ensure that the customer fully understands these features, good business practice
pursuant to Exchange Rule 401 normally would include, but would not be limited to, giving the customer the
applicable current prospectus at the time of recommendation, to the extent practicable, but in no case later
than the date of sale.

A registered representative should disclose to a customer that under normal circumstances, a variable
annuity would not be appropriate as a short-term investment. Furthermore, a registered representative should
ascertain, pursuant to Exchange Rule 405, and should disclose to a customer, among other things, the
consequences and effects of the customer’s age, income and cash flow needs, net worth (including liquid
net worth), present and reasonably projected tax status, investment objectives and experience, and risk
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tolerance. 9   A customer of advanced years might lack the actuarial expectations necessary for a deferred
variable annuity to yield its benefit of income shelter versus costs, and his or her lower tax bracket might
render such benefits marginal or negative. Conversely, a younger customer might have cash flow needs
which render questionable the ability to hold the variable annuity long enough to realize its benefits, especially
given surrender charges and tax penalties for withdrawals prior to age 59 ½. If the customer plans to use the
annual penalty-free withdrawal feature of the variable annuity to meet liquidity needs, then such a product is
not an appropriate choice for that customer because it results in a diminishment of the tax-deferral benefit as
withdrawals of earnings are taxed (and possibly penalized). In addition, a customer might have other options
for a tax sheltered account, such as 401(k) and 403(b) plans, Roth IRAs, or conventional IRAs, the availability
and suitability of which should be fully disclosed to the customer.

A valuable assessment exercise for registered representatives is to present the customer with a circumstance
where a sum of money is needed at some point during the surrender charge period. If the customer’s only
source of liquidity would be the variable annuity, the product may not be an appropriate recommendation,
due to backend sales charges which can last for as long as seven to nine years. Customers should be able to
hold a variable annuity product against all foreseeable cash needs at least until the expiration of the surrender
charges, and the real benefits of the tax-deferral feature may not be realized until even later.

As with mutual funds, variable annuities are also subject to switching concerns. In the event that an annuity
sale involves an exchange or replacement of variable annuities (a “1035 switch”), reasonable review of the
transaction by a supervisory employee pursuant to Exchange Rule 342 would include, but not be limited to,
a review and analysis to determine the economic justification for the switch. Any exchange of an annuity
contract must be clearly demonstrated to be in the best interests of the customer after a careful weighing
of the costs and benefits. Attention should be paid to the costs of an extended surrender period versus
demonstrated benefits. Even where a new policy offers new features, the existing policy should be explored
to determine whether similar benefits can be achieved without it. Registered representatives and their
supervisors should determine whether any proposed new policy changes the treatment of withdrawals
in computing death benefits. Many older policies reduce the death benefit on a dollar-for-dollar basis,
while newer policies tend to reduce the death benefit by an amount proportional to the withdrawal. Such
different treatment can have a material effect on death benefits, and should be carefully considered in any
recommendation to replace policies. Other aspects of the transaction should also be reviewed, such as
whether the customer or the registered representative has a history of frequent exchanges or replacements.
If the member or member organization does not have its own exchange or replacement analysis document,
it should use an existing form provided by the applicable state insurance commission or regulatory agency.
Such a replacement analysis document can be extremely helpful when used by supervisors reviewing such
switches.

If there are any questions regarding this Information Memo, please contact Gregory Taylor at 212-656-2920,
Douglas Preston at 212-656-4358, or William Jannace at 212- 656-2744.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes
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1  See 17 C.F.R. 270.12b-1.
2  See 17 C.F.R. 270.12b-1(h)(2)(ii).
3  The SEC has suggested that this would be an advisable undertaking for mutual fund compliance

officers. See SEC Release No. IC 26591, “Prohibition on the Use of Brokerage Commissions to Finance
Distribution” (Sept. 2, 2004).

4  See SEC Release Nos. 33-8358, 34-49148, IC-26341, “Confirmation Requirements and Point of
Sale Disclosure Requirements for Transactions in Certain Mutual Funds and Other Securities, and
Other Confirmation Requirement Amendments, and Amendments to the Registration Form for Mutual
Funds” (Jan. 29, 2004).

5  Edward D. Jones & Co., L.P., HPD 04-194 (Dec. 22, 2004).
6  See 15 U.S.C. 77q(a)(2).
7  See 17 C.F.R. 240.10b-10.
8  Each recommended sub-account investment within the variable annuity must be suitable for the

customer.
9  The registered representative’s designated supervisor under Exchange Rule 342 must ensure that he

or she is discharging all applicable duties pursuant to Exchange Rule 405, which sets forth general
due diligence obligations to which members and member organizations must adhere in the opening
of accounts and sales of securities. In May of 2003, the SEC adopted amendments to its Rule 17a-3,
see 17 CFR 240.17a-3(a)(17), promulgated under the Exchange Act, which require broker-dealers to
make much of that due diligence information part of their books and records. See also NYSE Information
Memo 03-16, dated April 15, 2003, wherein the Exchange gave guidance with respect to the new
recordkeeping requirements and the effective dates for such requirements.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 05-53

Click to open document in a browser

August 5, 2005

   ATTENTION: ALL MEMBERS AND MEMBER ORGANIZATIONS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: TRADING IN TWO NEW EXCHANGE TRADED FUNDS

The Securities and Exchange Commission has approved trading in the following two new Exchange-Traded
Funds (”ETFs”) beginning on the NYSE on August 5, 2005:

iShares® MSCI EAFE Growth Index Fund (symbol: EFG)

iShares® MSCI EAFE Value Index Fund (symbol EFV )

This Information Memo reviews the various rules and policies applicable to trading in iShares funds based on
an equity index. For additional information regarding rules applicable to Exchange trading of ETFs, including
series of the iShares Trust, see Information Memo 03-52 (November 14, 2003).

Background Information on the Funds

Barclays Global Fund Advisors (the “Advisor”) is the investment advisor for the Funds and is registered under
the Investment Advisers Act of 1940. The Advisor is a wholly owned subsidiary of Barclays Global Investors,
N.A., which is in turn a wholly owned indirect subsidiary of Barclays Bank PLC of the United Kingdom. SEI
Investments Distribution Co. (the “Distributor”), a Pennsylvania corporation and broker-dealer registered
under the Act, is the principal underwriter and distributor of Creation Unit Aggregations (as defined below) of
iShares. The distributor is not affiliated with the Exchange or the Advisor. Investors Bank Trust Company is
the administrator, custodian and transfer agent for each Fund.

The shares of the Funds are issued by iShares Trust (the “Trust”).

iShares MSCI EAFE Growth Index Fund and iShares MSCI EAFE Value Index Fund

According to the Funds’ prospectus, the Funds’ investment objective is to provide results that correspond
generally to the price and yield performance, before fees and expenses, of the MSCI EAFE Growth Index and
the MSCI EAFE Value Index. The EAFE Index has been developed by Morgan Stanley Capital International
Inc. as an equity benchmark for international stock performance. The EAFE Index includes stocks from
Europe, Australia and the Far East. The MSCI EAFE Value Index and MSCI EAFE Growth Index are subsets
of the MSCI EAFE Index, which is a composite of certain MSCI single country equity indices. The MSCI
EAFE Value Index and MSCI EAFE Growth Index each represent approximately 50% of the free float
adjusted market capitalization of the appropriate underlying single country equity indices and consists of
those securities classified by MSCI as most representing the value style or growth style, respectively. The
Funds will concentrate their investments in a particular industry or geographic region to approximately the
same extent their underlying index is so concentrated. The Funds use a representative sampling strategy to
try to track their respective underlying index.

For a more complete description of the Funds and the Indices, visit www.iShares.com. Fund fact sheets
providing information regarding the Funds’ top holdings may be requested by calling 1-800-iShares.

Issuance of Creation Unit Aggregations

In General. Shares of the Funds will be issued on a continuous offering basis in groups of 400,000 shares or
more. These “groups” of shares are called “Creation Unit Aggregations”. The Funds will issue and redeem
Fund shares only in Creation Unit Aggregations. As with other open-end investment companies, Fund shares
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will be issued at the net asset value (“NAV”) per share next determined after an order in proper form is
received.

iShares Trust will cause to be made available daily the names and required number of shares of each of
the securities to be deposited in connection with the issuance of the Funds’ shares in Creation Unit size
aggregations for the Funds, as well as information relating to the required cash payment representing, in part,
the amount of accrued dividends for the Funds.

Principal Risks

Interested persons are referred to discussion in the iShares Trust prospectus (available at www.iShares.com)
of principal risks of an investment in the Fund. These include market risk, tracking error risk (factors causing a
Fund’s performance to not match the performance of the underlying Index), market trading risk (for example,
trading halts, trading above or below net asset value), and other risks.

Hours of Trading

Trading in the Fund will be 9:30 a.m. until 4:15 p.m.

Exchange Rules Applicable to the Trading of ETFs

Generally, the rules applicable to ETFs are applicable to these Funds since these Funds fall within the
definition of an Investment Company Unit, as provided in Paragraph 703.16 of the Listed Company Manual
and Exchange Rule 1100. See Information Memo Number 01-20 (July 31, 2001), which was issued in
connection with the trading pursuant to unlisted trading privileges of several Exchange Traded Funds. The
rules and policies as well as certain exemptions from the Act and NYSE Rules are identical for these new
Funds as they are for all other iShares funds based on an equity index traded on the Exchange. These
rules and policies are set forth in Information Memo 03-52 (November 14, 2003). This Memo is available on
www.nyse.com/regulation.

Exemptive, Interpretive and No-Action Relief Under Federal Securities Regulations and NYSE Rules

The Securities and Exchange Commission (“SEC”) has issued exemptive, interpretive and no-action relief
from certain provisions of and rules under the Act regarding trading in the above-mentioned Funds. In
addition, the SEC has approved an Exchange interpretive position with respect to the Exchange’s short sale
rule.

Short Sale Rules - Transactions in ETFs will not be subject to "tick" requirements of the short sale rule of the
Commission (Rule 10a-1) or the Exchange (Rule 440B). Short orders must be marked SHORT or SHORT
EXEMPT.

Regulation M Exemptions - Generally, Rules 101 and 102 of Regulation M prohibit any "distribution
participant" and its "affiliated purchasers" from bidding for, purchasing, or attempting to induce any person
to bid for or purchase any security which is the subject of a distribution until after the applicable restricted
period, except as specifically permitted in Regulation M. The provisions of the Rules apply to underwriters,
prospective underwriters, brokers, dealers, and other persons who have agreed to participate or are
participating in a distribution of securities.

The SEC has granted an exemption from Rule 101 under Regulation M to permit persons participating
in a distribution of shares of the above-mentioned Funds to engage in secondary market transactions in
such shares during their participation in such a distribution. In addition, the SEC has granted relief under
Regulation M to permit persons who may be deemed to be participating in the distribution of shares of the
above-mentioned Funds (i) to purchase securities for the purpose of purchasing Creation Unit Aggregations
of Fund shares and to (ii) tender securities for redemption in Creation Unit Aggregations. Further, the SEC
has clarified that the tender of Fund shares to the Funds for redemption does not constitute a bid for or
purchase of any of the Funds’ securities during the restricted period of Rule 101. The SEC has also granted
an exemption pursuant to paragraph (e) of Rule 102 under Regulation M to allow the redemption of Fund
shares in Creation Unit Aggregations during the continuous offering of shares.
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Customer Confirmations for Creation or Redemption of Fund Shares (SEC Rule 10b-10) – Broker–dealers
who handle purchases or redemptions of Fund shares in Creation Unit size for customers will be permitted to
provide such customers with a statement of the number of Creation Unit Aggregations created or redeemed
without providing a statement of the identity, number and price of shares of the individual securities tendered
to the Fund for purposes of purchasing Creation Unit Aggregations (“Deposit Securities”) or the identity,
number and price of shares to be delivered by the Trust to the redeeming holder (“Redemption Securities”).
The composition of the securities required to be tendered to the Fund for creation purposes and of the
securities to be delivered on redemption will be disseminated each business day and will be applicable to
requests for creations or redemption, as the case may be, on that day. This exemptive relief under Rule
10b-10 with respect to creations and redemptions is subject to the following conditions:

(1) Confirmations to customers engaging in creations or redemptions must state that all information required
by Rule 10b-10 will be provided upon request;

(2) Any such request by a customer for information required by Rule 10b-10 will be filed in a timely manner, in
accordance with Rule 10b-10(c);

(3) Except for the identity, number and price of shares of the component securities of the Deposit Securities
and Redemption Securities, as described above, confirmations to customers must disclose all other
information required by Rule 10b-10(a).

SEC Rule 14e-5 –An exemption from Rule 14e-5 has been granted to permit any person acting as a dealer-
manager of a tender offer for a component security of the Funds to (1) redeem Fund shares in Creation Unit
Aggregations from the issuer that may include a security subject to such tender offer and (2) to purchase
Fund shares during such tender offer. In addition, a no-action position has been taken under Rule 14e-5 if a
broker-dealer acting as a dealer-manager of a tender offer for a security of the Fund purchases or arranges
to purchase such securities in the secondary market for the purpose of tendering such securities to purchase
one or more Creation Unit Aggregations of shares, if made in conformance with the following:

(i) such bids or purchases are effected in the ordinary course of business, in connection with a basket of 20 or
more securities in which any security that is the subject of a distribution, or any reference security, does not
comprise more than 5% of the value of the basket purchased; or

(ii) purchases are effected as adjustments to such basket in the ordinary course of business as a result of a
change in the composition of the underlying index; and

(iii) such bids or purchases are not effected for the purpose of facilitating such tender offer.

Section 11(d)(1); SEC Rules 11d1-1 and 11d1-2 - Section 11(d)(1) of the Act generally prohibits a person
who is both a broker and a dealer from effecting any transaction in which the broker-dealer extends credit
to a customer on any security which was part of a new issue in the distribution of which he participated
as a member of a selling syndicate or group within thirty days prior to such transaction. The SEC has
clarified that Section 11(d)(1) does not apply to broker-dealers that engage in both proprietary and customer
transactions in shares of the Funds in the secondary market but do not create Creation Unit Aggregations.
The Commission has also taken a no-action position under Section 11(d)(1) of the Act that broker-dealers
may treat shares of the Funds, for purposes of Rule 11d1-2, as "securities issued by a registered open-end
investment company as defined in the Investment Company Act" and thereby extend credit or maintain or
arrange for the extension or maintenance of credit on shares that have been owned by the persons to whom
credit is provided for more than 30 days, in reliance on the exemption contained in the rule.

SEC Rule 15c1-5 and 15c1-6 – The SEC has taken a no-action position with respect to Rule 15c1-5 and
Rule 15c1-6 as to the required disclosure of control by a broker or dealer with respect to creations and
redemptions of Fund shares and secondary market transactions therein.

Other Matters
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Due Diligence – Pursuant to Exchange Rule 405, before a member, member organization, allied member or
employee thereof undertakes to recommend a transaction in ETF shares, such person must exercise due
diligence to learn the essential facts relative to the customer. If any recommendation is made with respect
to such shares, the person making the recommendation should have a reasonable basis for believing, at
the time of making the recommendation, that the customer has such knowledge and experience in financial
matters that he or she may reasonably be expected to be capable of evaluating the risks and any special
characteristics of the recommended transaction, and is financially able to bear the risks of the recommended
transaction. Before a member, member organization or employee thereof recommends a transaction in the
Funds, a determination must be made that the recommendation is in compliance with all applicable Federal
and Exchange rules and regulations, including due diligence obligations under Exchange Rule 405.

Certain Specialist Transactions in ETFs – Rule 460.10 generally precludes certain business relationships
between an issuer and the specialist in the issuer’s securities. Exceptions in the Rule permit specialists in
ETF shares to enter into Creation Unit transactions through the Distributor to facilitate the maintenance of a
fair and orderly market. A specialist Creation Unit transaction may only be effected on the same terms and
conditions as any other investor, and only at the net asset value of the ETF shares. A specialist may acquire
a position in excess of 10% of the outstanding issue of the ETF shares, provided, however, that a specialist
registered in a security issued by an investment company may purchase and redeem the investment
company unit or securities that can be subdivided or converted into such unit, from the investment company
as appropriate to facilitate the maintenance of a fair and orderly market in the subject security.

Trading Halts - In order to halt the trading of an ETF, the Exchange may consider, among other things, factors
such as the extent to which trading is not occurring in underlying security(s) and whether other unusual
conditions or circumstances detrimental to the maintenance of a fair and orderly market are present. In
addition, trading in Fund shares is subject to trading halts caused by extraordinary market volatility pursuant
to Exchange Rule 80B.

Prospectus Delivery - Exchange members and member organizations should be mindful of applicable
prospectus delivery requirements under the federal securities laws with respect to transactions in the
Funds. In that regard, the Exchange notes that although NYSE Rule 1100(b) provides for delivery of written
descriptions to customers of Funds that have received an exemption from Section 24(d) of the Investment
Company Act, there is at this time no written description available for these particular Funds. Members and
member organizations are advised that delivery of a prospectus in lieu of a written description would satisfy
the requirements of Rule 1100(b).

Purchases and Redemptions in Creation Unit Size – Exchange members and member organizations are
hereby informed that procedures for purchases and redemptions of iShares® in Creation Unit Size are
described in the relevant Fund prospectus and Statement of Additional Information, and that iShares® are not
individually redeemable but are redeemable only in Creation Unit Size aggregations or multiples thereof.

Surveillance. Exchange surveillance procedures applicable to trading in the Funds are comparable to those
applicable to other Investment Company Units currently trading on the Exchange.

Questions concerning the matters discussed in this Memorandum may be addressed as follows:

General Questions on ETFs:

James P. McGowan (212) 656-2490 (Competitive Position Group)

Michael Cavalier (212) 656-2474 (Office of the General Counsel)

Questions on:

Due Diligence Stephen A. Kasprzak (Member Firm Regulation) (212) 656-5226

Exchange Rules Donald Siemer (Market Surveillance) (212) 656-6940

___________________________
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   ATTENTION: TRADING DESKS, ORDER ROOMS, COMPLIANCE DIRECTORS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Member Obligations in Connection With Volume Weighted Average Price Transactions

I. Purpose of Memo

The purpose of this Information Memorandum is to alert members and member organizations to their
obligations in connection with Volume Weighted Average Price (“VWAP”) transactions. In addition, the
memorandum provides guidance to members and member organizations regarding the proper supervision of,
and where necessary, the disclosure of, potential conflicts of interest when handling or bidding for program
baskets. This memorandum is being issued in coordination with the NASD.

II. Types of VWAP Orders Covered

VWAP orders may include the following types:

• Guaranteed, in which the firm guarantees that the customer's order will be executed during
Crossing Sessions II or IV at that day's VWAP;

• Guaranteed Stop, in which the firm guarantees that the customer's order will be executed during
Crossing Session IV or in the OTC market at the VWAP or better;

• Best Efforts, in which the firm attempts during the course of the day to meet or beat the VWAP on
behalf of the customer, but does not guarantee the VWAP;

• Point-to-Point, in which the firm executes transactions at agreed-upon times during the trading day;
• Hybrid, in which the firm executes the customer's order during the trading day within an agreed-

upon range of VWAP (e.g., execution at VWAP between 10:00 a.m. and 1:00 p.m.; execution within
+/− 2.5% of VWAP); and

• Target, in which the firm executes a specified number of shares incrementally during the day as
close to VWAP as possible, but does not guarantee the VWAP.

The restrictions and obligations described in this memorandum with respect to VWAP orders also apply to
blind-bid and risk-bid transactions in which the firm has submitted a bid in response to a client's solicitation
of interest in effecting a blind portfolio transaction, but has not yet been notified of the customer's decision to
award the transaction to the firm, and where the firm has been awarded the transaction.

III. Duties of Members and Member Organizations

Under Exchange Rules and Federal Securities Laws in Connection with VWAP Transactions

Members and member organizations are reminded that they have an obligation under Exchange rules and
the federal securities laws to execute customer VWAP orders in a manner that does not compromise the
customer's interests, and that does not advance the member's or member organization's own pecuniary
interests at the customer's expense. These obligations are triggered whenever the member or member
organization receives, or is aware that it is likely to receive, an order from a customer. In addition, in the
case of a blind-bid or risk-bid transaction, members and member organizations must consider whether the
information received in the solicitation is sufficiently specific to trigger duties and obligations under Exchange
rules and/or the federal securities laws prior to receiving the order. Once a member or member organization
knows, or has reason to know, the order details to a degree of confidence such that the member or member
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organization could engage in targeted hedging or positioning activity without undue speculative risk, then
the duties and obligations described in this Information Memo attach as though the member or member
organization had actually received the order. Circumstances to consider in making this determination include,
among other factors, the type of order, the name of the security, the size of the order, the side of the market
(i.e., buy or sell), the weighting of a basket order, and the timing for completion of the order.

In connection with VWAP or similar transactions, a member or member organization may wish to engage
in facilitation trades or bona fide hedging in order to position itself to assume the risks associated with such
transactions. While such activities are not prohibited, members and member organizations should be aware
that these activities may conflict with the member or member organization's fiduciary duty to represent the
customer's order fairly. Accordingly, such activities must be conducted in accordance with Exchange Rule 92
and Information Memo 01-21 (“Limitations on Member's Trading Because of Customers' Orders”).

In particular, the Exchange deems it inconsistent with just and equitable principles of trade for a member
or member organization to use its knowledge of a VWAP order, blind-bid, or risk-bid transaction to trade
for its own account in a manner that would be a detriment to the customer. While each situation may be
unique, depending on the size of the transaction and the liquidity of the stock, such misconduct may include
unreasonably moving the market (i.e., moving the market in a manner that benefits a proprietary position and
disadvantages the customer, as opposed to movement of the market that naturally occurs based on the size
of the transaction and overall market conditions), creating the artificial appearance of demand or supply for
the security, or establishing artificially high or low prices through manipulative trading, increased quote activity

or entering proprietary orders near the close or when the VWAP order is executed. 1 

For example, to the extent that members or member organizations engage in bona fide hedging activity or
facilitation trades in connection with VWAP orders, one measure of whether they are adversely affecting the
customer's order is whether the member or member firms execute such transactions at a time or in a manner
that gives the market adequate time to interact with liquidity in the market. Particular care should be taken in
situations where a firm reserves a significant portion of its hedging or facilitation position for execution near
the close; if the transaction is completed in a manner that does not effectively place the firm at market risk, or
provide an opportunity for contra-side interest to develop or react to the firm's order, the firm's conduct may
constitute manipulation and be the subject of disciplinary action.

In addition, members and member organizations are reminded that when they engage in bona fide hedging or
facilitation trades in connection with VWAP orders, they remain subject to best execution requirements. The
Exchange and the Securities and Exchange Commission (“SEC”) will pursue instances where members or
member firms may have manipulated or pre-conditioned the market in order to achieve a favorable execution
of a large customer order.

IV. Transactions that Are Not Restricted While in Possession of A VWAP or Similar Order

Information received by a member or member organization in connection with a VWAP order or a blind-bid
or risk-bid transaction does not affect the member or member organization's ability to trade in the following
situations:

• Execution of a prior customer order;
• Bona fide hedging activities that the member or member organization can demonstrate are

unrelated to the information supplied by the customer in connection with the VWAP order or blind
bid or risk bid solicitation;

• Execution of electronic trading system (i.e., “Black Box”) orders, provided that the member or
member organization does not have actual knowledge that a portion of the order has been sent to

the Exchange for execution; 2 
• Trades entered for the purpose of correcting a bona fide error;
• Odd-lot transactions executed to offset odd-lot orders that are not part of a blindbid or risk-bid

transaction; and
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• Trades effected by another aggregation unit within the firm (provided that the firm complies with the

terms the SEC's Reg SHO regarding aggregation units). 3 

V. Disclosure of Hedging Activity and Facilitation Trades

Members and member organizations should disclose to customers that they may engage in hedging activity

or facilitation trades prior to the receipt and/or execution of the customer's VWAP order. 4   Such disclosure
should be in the form of a periodic affirmative written notice that is provided to customers in advance of
trading (e.g., semiannually, quarterly or as often as is reasonable under the circumstances), and should be
reasonably calculated to provide customers with sufficient information from which the customer may discern
the firm's intentions.

Disclosure of potential hedging activity or facilitation trades does not create a safe harbor from manipulation
or best execution violations.

VI. Marking of VWAP Orders

The Exchange deems VWAP orders to be contractually either short or long (depending on the particulars
of the order). Accordingly, members and member organizations should mark VWAP orders as short (long)
for purposes of entering the order. Please note that in the event that a member or member organization is
short the securities underlying a VWAP sell order, the order should be marked “short” (or “short exempt”, if
applicable) even if the customer is long the subject securities.

Short VWAP orders should be executed in compliance with all applicable Exchange rules, SEC regulations
and federal securities laws governing short sales. Failure to accurately mark orders may result in disciplinary
action for failure to maintain proper books and records.

Members and member organizations should mark VWAP orders with a “P” account-type indicator for audit-
trail purposes.

VII. Supervision of VWAP Orders and Similar Transactions

Members and member organizations are required, pursuant to Exchange Rule 342, to ensure that they
have adequate policies and written procedures in place to detect, deter, and prevent the potentially violative
conduct described in this memo.

In particular, firms should establish and maintain procedures reasonably designed to review facilitation and
hedging activities in connection with VWAP and blind-bid or riskbid transactions, in order to ensure that such
activities comply with Exchange rules and federal securities laws. This includes procedures to ensure that
customers have received notice of any hedging or facilitation activity that could affect the customer's order,
and to minimize the dissemination of information about a customer's VWAP order or blind-bid or risk-bid
transaction, in order to ensure that such information is not used improperly to the customer's detriment. In
addition, steps must be taken to ensure that all terms of the VWAP arrangement and tranactions pursuant to
the arrangement are fully documented.

In addition, members and member organizations must ensure that trading strategies engaged in to facilitate
or hedge VWAP orders have an economic basis and do not have the effect of marking the close or marking
the value of a position. Firms should also periodically evaluate the performance of electronic trading systems
(i.e., “Black Box” systems) to ensure that changing market conditions do not result in a manipulative impact
on the market or otherwise result in improper market dislocation, whether intentionally or unintentionally.

Questions regarding the above may be directed to John Kroog, Director, Market Trading Analysis, Market
Surveillance Division at (212) 656-6532, or Daniel M. Labovitz, Director, Rule Interpretation & Member
Education, Market Surveillance Division at (212) 656-2081.

___________________________
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Robert A. Marchman

Executive Vice President

Market Surveillance
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Footnotes

1  In connection with contemplated hedging and facilitation trades, members and member organizations
should review Information Memo 95-28 ("Positioning to Facilitate Customer Orders") for further
discussion of conduct that the Exchange deems to be inconsistent with just and equitable principles of
trade. In addition, this Information Memo is not intended to set out all possible violations that may occur
in connection with VWAP transactions; members and member organizations should be aware that the
conduct described may also violate other Exchange rules or federal securities laws.

2  See Information Memo 01-21.
3  17 C.F.R. § 240.200(f)
4  Members and member organizations are encouraged to review a Final Notice of the United Kingdom's

Financial Services Authority ("FSA"), dated March 18, 2004, involving program trading by Morgan
Grenfell & Co. Ltd. In that case, Morgan Grenfell made a blind bid for a customer's program trade, and
at the same time, began hedging against probable risks from the trade. Ultimately, the firm's hedging
activities moved the market in certain of the securities involved. The FSA found that Morgan Grenfell
had not adequately disclosed its proprietary trading in advance of the customer's acceptance of the
blind bid, and therefore had a conflict of interest with its client. The FSA fined the firm £190,000, and the
firm reimbursed the customer for the increased price of those securities. A copy of the Final Notice is
available on the FSA's website at http://www.fsa.gov.uk/pubs/final/m-grenfell_18mar04.pdf.
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   ATTENTION: CHIEF EXECUTIVE OFFICER, CHIEF OPERATIONS OFFICER, LEGAL AND
COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NON-MANAGED FEE-BASED ACCOUNT PROGRAMS (RULE 405A)

On June 22, 2005, the Securities and Exchange Commission (the “Commission”) issued an order 1

   approving new NYSE Rule 405A (“Non-Managed Fee-Based Account Programs - Disclosure and
Monitoring”). Rule 405A is effective immediately, however, the Exchange will allow 90 days from the approval
date (September 22, 2005) for the membership to fully adopt and establish the procedural and systems
changes required by the Rule. Note, however, that during this period, the membership is in no way relieved
of its existing and ongoing obligations to monitor, review, and supervise Non-Managed Fee-Based Account
Program(s) (“NMFBA Program(s)”) pursuant to all other applicable NYSE rules including Rules 342 (“Offices -
Approval, Supervision, and Control”) and 405 (“Diligence as to Accounts”).

Background

In keeping with the evolving interests and needs of the investing public, members and member organizations
have increasingly been offering a wider variety of account types beyond traditional brokerage accounts. One
such account type is the NMFBA Program. The primary advantage to customers of NMFBA Programs is that
they can provide a “volume discount” from traditional transaction-based commission charges.

As defined by Rule 405A, NMFBA Programs refer to arrangements between a member or member
organization and a customer in which no investment advisory services are provided by the member or
member organization and in which the customer is charged a fixed fee and/or a percentage of account value,

rather than transaction-based commissions. 2 

Rule 405A Requirements

Generally, new Rule 405A (see Exhibit A) requires informational disclosure to customers, ongoing monitoring
of transactional account activity, and follow-up with certain identified NMFBA Program customers. The
following discusses these requirements in greater detail.

General Disclosures Required

Rule 405A(1) requires that each customer, prior to the opening of an account in a NMFBA Program, be
provided with a disclosure document describing the types of NMFBA Programs available to such client.
The document shall disclose, for each such Program type, sufficient information for the customer to make a
reasonably informed determination as to whether the Program is appropriate to suit their anticipated needs.
Specifically, such disclosures must include, at a minimum: a description of the services provided, eligible
assets, fees charged, an explanation of how costs will be computed and/or the provision of cost estimates
based on hypothetical portfolios, any conditions or restrictions imposed, and a summary of the Program's
advantages and disadvantages.

In other words, it is expected that plain language disclosures be provided that will allow customers to
estimate their costs given certain levels of trading activity, including “break-point” type fee discounts based on
progressively higher levels of account activity or account assets. Notice should likewise be given if a premium
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would be paid or a penalty assessed if account activity or assets fall below prescribed levels. If fees in a given
Program are dependent on a particular type of activity being conducted (e.g., options only, equities only) that
too should be made clear to the customer.

Disclosures required pursuant to Rule 405A(1) may, where appropriate, be included as part of a “Welcome
Letter Package” provided to new clients. If included as part of a Welcome Letter Package, the disclosures
must be presented in a designated section, clearly and specifically dedicated to NMFBA Program-related
issues. If an existing client is considering an NMFBA Program, members and member organizations may not
rely solely on previously furnished disclosure materials. In such cases, the disclosure material must either
be provided in a separate document, or the client must be specifically directed to the disclosure materials
previously provided, prior to the NMFBA Program being opened.

Opening of Accounts

NYSE Rule 405 requires members and member organizations to “[u]se due diligence to learn the essential
facts relative to every customer, every order, [and] every cash or margin account… .” While NMFBA
Programs are fully subject to the existing provisions of Rule 405 and all other applicable NYSE rules, they
raise regulatory issues that warrant a specifically tailored approach. For instance, as a general matter,
a fee-based approach may be considered appropriate for customers who engage in moderate to high
levels of trading activity since the cost per trade is reduced as the number of trades increases. A fee-based
arrangement may not be appropriate for customers who anticipate engaging in a lower level of trading
activity, as substantially greater transaction cost savings might be realized in the context of a traditional pay-
per-trade commission structure.

Cost, however, may not be the only factor in determining whether a NMFBA Program is appropriate.
Other services or factors associated with NMFBA Programs should also be considered, in the context of a
customer's overall investment philosophy, when making an appropriateness determination. For instance, a
particular customer may place value on considerations such as alignment of their interests with those of the
registered representative, links to other accounts, or other features that may not be available in other account
types.

Accordingly, Rule 405A(2) requires that members and member organizations make a determination, prior to
opening an account in a NMFBA Program, that such Program is appropriate for each customer taking into
account the services provided, anticipated costs, and the customer's investment objectives.

Monitoring of Accounts

Rule 405A(3) requires that members and member organizations establish and maintain systems and
procedures adequate to monitor, on an ongoing basis, transactional activity by customers in NMFBA
Programs. Such systems and procedures must include specific written criteria for identifying customers
whose level of account activity may be inappropriate in the context of the Program. The purpose of
these requirements is to identify NMFBA Program customers who might be better served in a traditional
commission arrangement or in another type of NMFBA Program. While activity levels are not the only criteria
to be used when determining whether a particular NMFBA Program is in a customer's best interests, activity
levels provide a good basis for initiating customer contact to get a better idea of what the customer's best
interests are. This ongoing determination should take into consideration not only costs incurred, but also
Program services, customer investment objectives, and customer preferences.

Automated exception reports (e.g., active account reports) have, for some time, been a standard means
utilized by many members and member organizations to monitor customer activity for potential regulatory
problems. Given the large and growing number of NMFBA Program accounts, it is not unreasonable to expect
that for many members and member organizations such reports would be an appropriate, if not necessary,
means to adequately monitor such Programs for inappropriate levels of activity. However, Rule 405A(2) does
not specifically require each member and member organization to develop or acquire such an automated
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system. Rather, it requires the development of systems and procedures adequate to their purpose in the
context of each member's and member organization's business model.

“Householding” of Accounts

Members and member organizations should be cognizant of issues related to “householding.” Householding,
in this context, is the practice of grouping or aggregating the assets of various related accounts (e.g.,
accounts of the customer's spouse, children, or other household members) within an NMFBA Program.
Such aggregation of assets may be appropriate if, for instance, the higher asset level lowers the Program's
annual fee and the activity level in the aggregated accounts is otherwise appropriate within the context of
the Program. Householding of assets might not be appropriate if, for instance, it is done primarily to meet the
NMFBA Program's initial minimum asset requirements and the Program is otherwise inappropriate for the
individual accounts that have been aggregated. In this regard, each constituent account must be reviewed
individually with regard to its investment objectives and its account activity.

Further, member organizations should carefully monitor the practice of charging each aggregated account
a standardized fixed fee, regardless of the amount of assets in the account, as this could result in the fee
representing an inappropriately high percentage of account value (see “Fixed Fees” below).

The terms relating to arrangements involving the householding or aggregation of assets, including but not
limited to the fee-structure arrangements attendant to such arrangements, must, if applicable, be disclosed
to customers prior to opening a NMFBA Program pursuant to Rule 405A(1). Further, any such advantages or
disadvantages must be taken into account when making the initial appropriateness determination required by
Rule 405A(2), as well as when making ongoing determinations of appropriateness required by Rule 405A(3).

Fixed Fees

Members and member organizations should be aware that NMFBA Programs that charge a fixed fee may
give rise to appropriateness issues not associated with Programs that charge a percentage of account
assets. If, for instance, a customer opens a fee-based account with $100,000 in assets that charges a
fixed annual fee of $5,000, the fee would represent 5% of the account holdings. Any diminution of such
assets (due, for example, to devaluation of holdings, withdrawal of funds, or transfer of securities) would
increase the percentage of assets represented by the fee. For example, if the value of the account fell to
$75,000, the annual fee would represent over 7% of the account assets. If the value fell to $50,000, the figure
would be 10%, and so on. Such changes in the fee/asset ratio should be considered when making ongoing
appropriateness determinations.

Appropriateness of Assets

The nature of customer assets should be taken into consideration when making NMFBA Program
appropriateness determinations. For instance, mutual fund positions might be inappropriate in the context of
a NMFBA Program if they are included in the overall eligible assets used to assess customer fees in that they
are not generally considered products to be actively traded. If mutual fund positions are considered eligible
assets that are counted towards the Program fee, any load fees associated with the mutual funds could be
considered a duplicative charge to the customer. One way to address these concerns would be to consider
mutual funds ineligible assets for purposes of assessing Program fees. If, on the other hand, mutual funds
are considered eligible assets of a NMFBA Program, it is expected that member organizations be cognizant
of any associated fees or charges and take steps to mitigate their impact on customers (e.g., waiving sales
charges or only including “no-load shares” as eligible assets). The determination of whether the assets are
appropriate within the context of a NMFBA Program will ultimately depend both on the terms of the Program
and the effect of such assets on the customer's cost and overall investment strategy.
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Attention should also be paid to the presence of “restricted” stock assets that cannot be freely traded by the
customer but that comprise eligible assets within a NMFBA Program, thus increasing the fee paid by the
customer.

Review and Follow-Up

Rule 405A(4) requires the maintenance of written procedures for contacting and following-up, as appropriate,
with those customers whose level of activity in a NMFBA Program over a specified period of time has
been identified, vis a vis the member's or member organization's transactional parameters or other criteria
established pursuant to Rule 405A(3), as possibly inconsistent with the Program's costs and benefits. While
no “bright line” or de facto standards of appropriateness are prescribed, the intent is that NMFBA Program
customers, identified pursuant to reasonable review and follow-up criteria, be contacted and provided with a
basis upon which to consider whether it is appropriate for them to remain in the Program, or possibly consider
other account types (e.g., another NMFBA Program or a conventional transaction-based account).

The timeframe for identifying such customers is, at minimum, a rolling 12-month period. More frequent
contact is required should circumstances warrant. The minimum 12- month standard for identifying customers
in potentially inappropriate Programs reflects the Exchange's intention to require supervisory focus on a
reasonably considered timeframe, while recognizing that, due to a number of variables, a NMFBA Program's
appropriateness may not be determinable except over a relatively extended period of time. Such variables
could include, among others, general economic or market conditions, variations in customer trading patterns,
changes in customer investment objectives, or the types of services/benefits included in a given Program.
Note that the intent behind Rule 405A(4) is not to require that every customer who appears on an NMFBA
Program exception report be contacted every 12 months on an ongoing basis. Once customer contact
is made, the necessity for any subsequent follow-up customer contact is to be based upon a review of
subsequent activity, an ongoing analysis of the customer's overall trading history, and the customer's
expressed intentions regarding his or her investment objectives or philosophy.

Rule 405A does not prescribe specific procedures for identifying, contacting, and following-up with customers
since the variety of NMFBA Programs, customer investment profiles, and member or member organization
supervisory structures, allow for numerous effective alternate methods. However, the means (e.g., letter,
phone call, or e-mail) and general content of each follow-up customer contact (including any customer
response) must be documented and retained in an easily accessible place. At a minimum, the substance
of such contact must include notification that the level of account activity for a specified time-frame may be
inconsistent with the Program costs incurred by the customer. One approach to effect meaningful notification
in this regard would be to provide a comparison of NMFBA Program fees paid over a specified period of time
versus the estimated cost of the activity had it been charged on a commission basis.

While a “negative consent letter” (i.e., a written notification to a customer requiring no response) may be
appropriate, under certain circumstances, as an initial means of customer contact, the intent of the Rule is
that members and member organizations implement a more proactive supervisory approach that includes
direct customer contact when, for instance, a NMFBA Program appears to be particularly inappropriate for a
given customer, or where a customer remains in an apparently inappropriate Program over a period of time.
Consideration may be given to utilizing an “affirmative consent letter” if a customer insists upon remaining in
a NMFBA Program that seems to offer little or no rational benefit. Where a member or member organization
is unable to make direct contact with a customer who has been in a clearly inappropriate Program over an
extended period of time, the member or member organization, as a matter of good business practice, should
consider switching the assets into a traditional transactionbased account.

Supervision of Registered Representatives

As noted above, in addition to compliance with the prescribed requirements of Rule 405A, NMFBA
Programs are subject to all applicable NYSE Rules including those relating to the supervision of registered
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representatives. Members and member organizations are advised to take note of registered representatives
who seem to have a disproportionate number of customers in NMFBA Programs, as this may increase
the likelihood that such Programs may be inappropriate for a number of such customers. Registered
representatives should also be monitored for improper behavior in connection with NMFBA Programs, such
as temporarily transferring assets into a feebased account on, or shortly before, the day a percentage-based
fee is assessed.

Applicability of Rule 405A

Because Rule 405A is essentially intended to protect the interests of retail clients, it contains an exception

for accounts opened on behalf of “Qualified Investors” as that term is defined in Section 3(a)(54) 3   of the

Securities Exchange Act of 1934 4   (see Exhibit B). For example, excepted from the Rule's provisions are
accounts of registered investment companies, banks, insurance companies, and certain employee benefit
plans subject to ERISA.

As noted above, Rule 405A neither applies to arrangements in which a fixed fee and/or a percentage of
account value is charged as payment for investment advisory services. Most such accounts are subject to

the Investment Advisers Act of 1940 5   and are thus subject to its regulatory scheme. However, Rule 405A
does apply to NMFBA Program accounts that are otherwise controlled by a third party pursuant to a separate,
properly executed power of attorney. In such instances, the requirement to make an initial determination,
pursuant to Rule 405A(2), as to whether a particular NMFBA Program is appropriate for customers whose
accounts are controlled by the third party could be satisfied by receipt from the third party of a “letter of
attestation” making such a representation. Required follow-up contact, pursuant to Rule 405A(4), would be
directed to the designated third party controlling the NMFBA Program account.

Questions regarding this Memo may be directed to Stephen Kasprzak at (212) 656-5226.

___________________________

Donald van Weezel

Vice President

Member Firm Regulation

Attachments

Exhibit A

Rule 405A (“Non-Managed Fee-Based Account Programs - Disclosure and Monitoring”)

(1) General Disclosures Required

Each member or member organization shall provide each customer, prior to the opening of an account
in a Non-Managed Fee-Based Account Program, a disclosure document describing the types of Non-
Managed Fee-Based Account Programs available to such customer. The document shall disclose,
for each such Program type, sufficient information for the customer to make a reasonably informed
determination as to whether the Program is appropriate for them, including, at minimum: a description
of the services provided, eligible assets, fees charged, an explanation of how costs will be computed
and/or the provision of cost estimates based on hypothetical portfolios, any conditions or restrictions
imposed, and a summary of the Program's advantages and disadvantages.

(2) Opening of Accounts
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Members and member organizations are required to make a determination, prior to opening an account
in a Non-Managed Fee-Based Account Program, that such Program is appropriate for each customer
taking into account the services provided, anticipated costs, and customer objectives.

(3) Monitoring of Accounts

Each member or member organization must establish and maintain systems and procedures adequate
to monitor, on an ongoing basis, transactional activity by customers in Non-Managed Fee-Based
Account Programs. Such systems and procedures must include specific written criteria for identifying
customers whose level of account activity may be inappropriate in the context of the customer's
Program. The determination of appropriateness should take into consideration costs incurred, Program
services, customer investment objectives, and customer preferences.

(4) Review and Follow-Up

Each member or member organization must maintain written procedures for contacting and following-
up with customers identified pursuant to Paragraph (3) of this rule, as appropriate. The timeframe for
identifying such customers shall be, at minimum, a rolling 12-month period. More frequent contact
is required should circumstances warrant. The means (e.g., letter, phone call, or email) and general
content of each follow-up customer contact must be documented and retained in an easily accessible
place. At minimum, such contact must include notification that the level of account activity for a
specified time-frame may be inconsistent with the Program costs incurred by the customer.

(5) Applicability of Rule

This rule shall not apply to accounts opened on behalf of “Qualified Investors” as that term is defined in
Section 3(a)(54) of the Securities Exchange Act of 1934 (15 U.S.C. 78c) or to any member or member
organization that does not offer Non-Managed Fee-Based Account Programs to its customers.

(6) Definition

For purposes of this rule, the term “Non-Managed Fee-Based Account Program” shall refer to
arrangements in which no investment advisory services are provided by the member or member
organization and in which customers are charged a fixed fee and/or a percentage of account value,
rather than transaction-based commissions.

Supplementary Material:

.10 See also Rule 405(1) requirement that member organizations use due diligence to learn the essential
facts relative to every customer and every cash or margin account, including accounts in Non-Managed Fee-
Based Account Programs, accepted or carried by such member organization.

Exhibit B

Qualified Investor

(A) DEFINITION. —Except as provided in subparagraph (B), for purposes of this title, the term ”qualified
investor” means:

(i) any investment company registered with the Commission under section 8 of the Investment Company Act
of 1940;

(ii) any issuer eligible for an exclusion from the definition of investment company pursuant to section 3(c)(7)
of the Investment Company Act of 1940;
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(iii) any bank (as defined in paragraph (6) of this subsection), savings association (as defined in section
3(b) of the Federal Deposit Insurance Act), broker, dealer, insurance company (as defined in section 2(a)
(13) of the Securities Act of 1933), or business development company (as defined in section 2(a)(48) of the
Investment Company Act of 1940);

(iv) any small business investment company licensed by the United States Small Business Administration
under section 301 (c) or (d) of the Small Business Investment Act of 1958;

(v) any State sponsored employee benefit plan, or any other employee benefit plan, within the meaning of
the Employee Retirement Income Security Act of 1974, other than an individual retirement account, if the
investment decisions are made by a plan fiduciary, as defined in section 3(21) of that Act, which is either a
bank, savings and loan association, insurance company, or registered investment adviser;

(vi) any trust whose purchases of securities are directed by a person described in clauses (i) through (v) of
this subparagraph;

(vii) any market intermediary exempt under section 3(c)(2) of the Investment Company Act of 1940;

(viii) any associated person of a broker or dealer other than a natural person;

(ix) any foreign bank (as defined in section 1(b)(7) of the International Banking Act of 1978);

(x) the government of any foreign country;

(xi) any corporation, company, or partnership that owns and invests on a discretionary basis, not less than
$25,000,000 in investments;

(xii) any natural person who owns and invests on a discretionary basis, not less than $25,000,000 in
investments;

(xiii) any government or political subdivision, agency, or instrumentality of a government who owns and
invests on a discretionary basis not less than $50,000,000 in investments; or

(xiv) any multinational or supranational entity or any agency or instrumentality thereof.

(B) ALTERED THRESHOLDS FOR ASSET-BACKED SECURITIES AND LOAN PARTICIPATIONS. —
For purposes of section 3(a)(5)(C)(iii) of this title and section 206(a)(5) of the Gramm-Leach-Bliley Act, the
term “qualified investor” has the meaning given such term by subparagraph (A) of this paragraph except that
clauses (xi) and (xii) shall be applied by substituting ‘$10,000,000’ for ‘$25,000,000’.

(C) ADDITIONAL AUTHORITY. —The Commission may, by rule or order, define a “qualified investor” as any
other person, taking into consideration such factors as the financial sophistication of the person, net worth,
and knowledge and experience in financial matters.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Release No. 34-51907 (June 22, 2005); 70 FR 37485 (June 29, 2005) (File No. SR-NYSE-2004-13).
2  NMFBA Programs are distinguished from "wrap accounts" in which investment advisory services are

provided by a broker-dealer. NMFBA Programs are directed by the customer or by an agent of the
customer pursuant to a separate agreement. The NMFBA Program definition is not intended to exclude
arrangements where a broker-dealer provides customer advice that is solely incidental to its brokerage
services.

3  15 U.S.C. 78c(a)(54).
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4  15 U.S.C. 78a.
5  15 U.S.C. 80b-1 et seq.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 05-50

Click to open document in a browser

July 25, 2005

   ATTENTION: FLOOR MEMBERS, CHIEF EXECUTIVE OFFICER / MANAGING PARTNER, LEGAL,
COMPLIANCE AND REGISTRATION DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: REVISED APPLICATION FOR FLOOR ACCESS BY FLOOR EMPLOYEES

The Exchange has revised the “Request For Floor Access (Temporary and Permanent)” application that

every Floor Employee 1   (“FE”) must file to obtain access to the NYSE Trading Floor (see Exhibit A). The
revised application is effective immediately and replaces the Floor Ticket, Security Data Entry Sheet, and
Request for Temporary Access Control Card Memorandum.

FEs applying for access to the Trading Floor must bring a completed Request for Floor Access application
to the Exchange's Qualifications and Registrations Department, which is located on the 22nd floor of 20
Broad Street. Applications must be signed by the applicant and must include the name, signature, and badge

number of an active member at the member or member organization that will be their employer. 2 

FEs employed by more than one member or member organization must register with each additional
employer through WebCRD. To receive Exchange approval for such registrations, FEs must complete a
Request for Floor Access application and follow the procedure described above for each of their employers.

Questions relating to this memorandum should be addressed to Peggy Germino at (212) 656-8450 or
pgermino@nyse.com or Jacob Rivers at (212) 656-5567 or jrivers@nyse.com in the Qualifications and
Registrations Department.

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  A Floor Employee is any individual, other than a member, who requires a badge to access the Trading
Floor.

2  All U.S. citizens must verify their U.S. citizenship and date of birth by providing their birth certificate and/
or passport to the Exchange's Security ID Office. All non-U.S. citizens must provide their passports and
visas to the Security ID Office.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 05-49
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July 21, 2005

   ATTENTION: CHIEF EXECUTIVE OFFICER, OPERATIONS OFFICER, INTERNAL AUDIT, LEGAL AND
COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NYSE RULE 351 (d) - REPORTS OF CUSTOMER COMPLAINT STATISTICS

NYSE Rule 351(d) requires all members and member organizations that conduct a public business to report
to the Exchange, on a quarterly basis, statistical information regarding customer complaints. This information
is required to be filed via the NYSE's Electronic Filing Platform (EFP) by the 15th calendar day of the month
following the quarter's end (e.g., by April 15th for the first quarter.)

Several significant changes to the customer complaint reporting procedures under NYSE Rule 351(d) will
become effective on October 1, 2005, and must therefore be reflected in fourth quarter 2005 customer
complaint filings (due January 15, 2006).

The Product Codes for reporting 351(d) complaints have been expanded to include complaints relating to
the following (See Attachment A):

→ Promissory Notes (31),

→Pledged Asset Mortgages (32),

→Closed-End Funds (33),

→Cash Management Accounts (34),

→Self-Directed (Non-Managed) Fee-Based Accounts (35),

→Contractual Plans/Systematic Investment Plans (36) and

→1031 Exchanges/Tenants in Common (37).

In addition, product code 10, which currently reflects CDs and Money Market products, will be broken out into
two separate categories. CDs will remain as product code 10, and Money Markets will now be reflected in
product code 38.

The following clarifications/additions are being made to the Problem Codes: (See Attachment B).

Sales Practice Problem Codes:

• The “ Disclosure of Fees” problem code (10) definition has been clarified to include breakpoints.
The new definition reads: “Where the customer alleges that he or she was not advised or was advised
incorrectly by the RR relative to fees associated with the product, e.g., Contingent Deferred Sales
Charges (CDSC), surrender charges or breakpoints, but not including commissions or managed
account fees.”

Firm Related Problem Codes:

• The “Managed Accounts” problem code (24) has been clarified to remind member organizations
that this code should not be used when the complaint includes sales practice allegations against an RR
who is also a money manager.

• The “Regulation S-P” problem code (28) has been clarified by including the following to the
definition: “ This includes allegations concerning breaches in the safeguarding of a client's confidential
information.”
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• The “Third Party/Anonymous” problem code (29) has been clarified to include “allegations initiated
by an unauthorized third party or anonymous source.”

Non-Sales Practice Problem Codes:

• A new non-sales practice problem code for “PATRIOT Act Liquidation” (64) is being added. 1 

Clarifications of Questions and Answers

Information Memo No. 03-38, dated September 19, 2003, provided guidance by answering frequently asked
questions regarding customer complaints and NYSE Rule 351(d) filings. Answers to some of the questions
have been revised to provide further clarification (See changes in bold italicized text):

Question I(f): Under what circumstances should social security # 000-00-0000, #333-33-3333, #999-99-9999
be used?

Answer: Social security number 000-00-0000 should be used for all “firm-related” complaints. “Firm-related”
complaints are those in problem code categories 20-40.

Social security number 333-33-3333 should be used to identify sales practice complaints in which
complained-against individuals left the firm more than three years earlier (therefore, the firm is no longer
responsible for maintaining employment records to accurately identify such individuals).

Social security number 999-99-9999 should be used to identify foreign registered individuals who do not have
a social security number (as noted in Information Memo No. 02-38, dated August 27, 2002, when complaints
are filed using social security number 999-99-9999, the CRD number field becomes a mandatory field that
must be populated with a correct CRD number before submission of the complaint file).

Question II(h): How many complaints should be filed if an individual complains about the same situation for
multiple accounts in a single complaint letter? What if multiple letters are sent in by an individual alleging the
same situation for different accounts?

Answer: If an authorized individual submits a single complaint letter complaining about the same situation
for multiple related accounts for the same beneficial owner, the firm should file it as one complaint under
Rule 351(d). If an individual alleges the same issue for accounts of different beneficial owners in multiple
letters, the firm should file each as a separate complaint under Rule 351(d).

New Question:

Question II(j): What product code should be used when a single complaint letter involves various
products (e.g., listed equity, corporate debt, municipals, etc.)?

Answer: The current 351(d) system allows only a single product code to be reported for each
complaint. Therefore, the product code associated with the most predominant problem cited within
the complaint should be used. Also, if no product is specifically identified in a complaint, member
organizations should make a good faith effort to determine which of the customer's accounts is
involved, examine that account, and identify an accurate product code to be reflected in the quarterly
351(d) filing.

Complaints Referred to Previous Employer: Member organizations are reminded of their obligation
to forward copies of all such complaints reported in their quarterly filings to the NYSE, to the attention of
Manager — Investor Complaints & Inquiries, by the 15th of the month following the end of the quarter. To
assist in the tracking of these complaints, member organizations should include their internal complaint
reference number on their correspondence to the NYSE.

Any questions regarding this memorandum can be directed to Ms. Dorrit Nelson, Manager — Investor
Complaints & Inquiries, at (212) 656-5014.

___________________________

Grace B. Vogel
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Executive Vice President

Member Firm Regulation

Attachments

Attachment A

PRODUCT CODES (EFFECTIVE 1/1/06)

00. Miscellaneous
01. Equity - Listed (Common & Preferred Stock)
02. Debt - Corporate (Not Asset-Backed, includes Conv., Corp., Zeros)
03. Debt - U.S. Gov't/U.S. Gov't Agency/U.S. Gov't Zeros and U.S. Zero Receipts (e.g.,

CATS, TIGR)
04. Commodities/Futures (Except Commodity Options and Financial Futures)
05. Commodity Options
06. Options (Except Index)
07. Index Options
08. Insurance (Not Annuities)
09. Mutual Funds (Open-End - includes Money Funds)
10. CDs (Coupon & Zero CDs)
11. Unit Investment Trusts (Corporate, Gov't and Muni, Defined Asset Funds)
12. Direct Investments (Limited Partnerships, etc.)
13. Financial Futures
14. Equity - OTC (Common and Preferred, New Issue)
15. Debt - Municipal (Bonds, Notes, Zeroes, not MITs)
16. Debt - Asset Backed (CMOs, Credit Card, Rec'v, etc.)
17. Managed/Wrap Accounts (In-House Money Manager) ** 
18. No Product
19. Managed/Wrap Accounts (Outside Money Manager) ** 
20. Annuities
21. Warrants/Rights
22. REITS
23. Employee/Employer Stock Option Plans (Not Listed Options)/Employee Stock

Ownership Plans ** 
24. Equity - Foreign
25. Debt - Foreign
26. Exchange Traded Funds (ETFs)
27. Single Stock Futures
28. 529 Plans ** 
29. Hedge Funds
30. Private Placements (e.g., PIPES, etc.)
31. Promissory Notes
32. Pledged Asset Mortgages
33. Closed-End Funds
34. Cash Management Accounts (e.g., Debit Card/Credit Card) ** 
35. Self-Directed (Non-Managed) Fee-Based Accounts ** 
36. Contractual Plans/Systematic Investment Plans
37. 1031 Exchanges/Tenants in Common
38. Money Markets (Commercial Paper, Bankers Acceptances - Not Money Funds)

**  These account types are to be used when the allegations relate to the specific element of the type of
account and not to an underlying security within the account.

Attachment B
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SALES PRACTICE PROBLEM CODES/DEFINITIONS (Effective 1/1/06)

00. Miscellaneous - “Sales Practice” only. (“Non-Sales Practice” Miscellaneous Code is “99”).

01. Misrepresentation - Allegations of false or misleading statements, claims, comparisons or omissions of
material fact. Includes, but is not limited to, assurances and guarantees which are part of either oral or written
communications and correspondence from RR to client or prospect (not research/trading/investment banker/
issuer/sponsor material).

02. Unauthorized Trading - Allegations that the transaction was done without customer's specific knowledge
and approval (not margin liquidation or dividend reinvestment type problem).

03. Excessive Trading - Allegations that the trading was excessive given the size, frequency and character
of the account and/or which trading was done solely to generate commissions or other compensation without
regard to the customers' investment objectives.

04. Suitability - Where the customer alleges that a transaction was unsuitable for his or her investment
knowledge, experience, objectives, risk tolerance and/or financial situation at the time of the transaction.

05. Failure to Follow Instructions-Includes allegations involving the RR's failure to follow specific
instructions from customers, proper power of attorney holders and from authorized parties of corporate or
other entity accounts.

06. Documentation - Includes allegations regarding material inaccuracies or omissions in documents
completed by RR or, failure of RR to obtain or provide required documents.

07. Solicitation - Allegations of improper solicitation of an account and/or transactions (includes cold calling
of prospective customers).

08. Misappropriation/Forgery - Allegations of theft or misappropriation of funds/securities, or forgery (not
dividend reinvestment, customer checking/debit card activity or routine transfer instruction problems).

09. Communications with the Public - RETIRED.

10. Disclosure of Fees - Where the customer alleges that he or she was not advised or was advised
incorrectly by the RR relative to fees associated with the product, e.g., Contingent Deferred Sales Charges
(CDSC), surrender charges or breakpoints but not including commissions or managed account fees.

11. Failure to Supervise - Allegations where a customer makes a sales practice complaint against his/her
account or RR and also cites a failure to supervise on the part of the named supervisor such as the Branch
Office Manager at the time the activity occurred.

FIRM RELATED PROBLEM CODES/DEFINITIONS (Effective 1/1/06)

20. Research- Allegations that transaction was based on a firm's opinion, which allegedly contained a
material misstatement or the omission of a material fact, communicated to RR/customer (usually coded as a
“Firm v. RR” problem).

21. Product Origination/Investment Banking - Allegations that transaction was based on Investment
Banking/Issuers/Sponsor disclosure, which allegedly lacked “due diligence” in that such disclosure contained
a material misstatement or omission of a material fact communicated to the RR/customer (usually coded as a
“Firm v. RR” problem).

22. Trading - Allegations that transaction was based on a Trading Department (or a support staff disclosure),
which contained a material misstatement or omission of a material fact relating to a secondary market
condition or security feature, communicated to the RR/customer (usually coded “Firm v. RR” problem).

23. Poor Performance - Allegations where a customer complains about the poor performance of his/her
account, but does not allege any sales practice violations against the RR or attribute damages to a research
analyst recommendation (not otherwise reportable under Sales Practice Codes 20, 21 or 22).
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24. Managed Accounts - Allegations where a customer complains about the practices of (in-house or
outside) Money Managers (not to be used when the RR is the Money Manager and allegations are of a sales
practice nature against the RR).

25. Marketing/Sales Literature - Allegations of false or misleading statements, claims, comparisons or
material omissions found in advertisements, sales literature, and other written firm communications (not
research trading/investment banking/issuer/sponsor materials).

26. Regulation B - Allegations that a customer was denied credit on the basis of race, color, religion, national
origin, sex, marital status, age, receipt of income from public assistance programs and good faith exercise of
any rights under the Equal Credit Opportunity Act (ECOA) (usually coded as a “Firm vs. RR” problem).

27. Regulation E - Allegations by a customer that the Firm failed to comply with Regulation E - the Electronic
Transfer Act (usually coded as a “Firm vs. RR” problem).

28. Regulation S-P - Allegations by a customer that the Firm failed to comply with Regulation S-P, which
was adopted to implement Title V of the Gramm-Leach-Bliley Act. Pursuant to Regulation S-P, a financial
institution must:

Disclose to customers - on an initial and annual basis - its policies for collecting and sharing a customer's
non-public personal information with affiliated and non-affiliated third parties;

Provide the Firm's customers with the ability to “opt out” of certain disclosures of their non-public personal
information to non-affiliated third parties, with certain exceptions; and

State the financial institution's security standards to protect a customer's non-public personal information
(usually coded as a “Firm vs. RR” problem).

This includes allegations concerning breaches in the safeguarding of a client's financial information.

29. Third Party/Anonymous - Allegations initiated by an unauthorized third party or anonymous source.
(RR SSN is not required to be reported with this problem code.) (Note: If the member organization receives
authorization from the client subsequent to the receipt of a third party/anonymous complaint, it is obligated
to file an amendment via the EFP system within 45 days of receipt of the authorization to identify the true
problem code and the SSN of the RR involved.)

30. Complaints Referred to Previous Employer - Allegations received by a member or member
organization against one of its current or previously employed registered representatives and/or supervisors
regarding activities that occurred at his or her former employer. (RR/Supervisor's SSN is not required to be
reported by the receiving member or member organization.)

31. Other Theft/Forgery - Allegations of theft or misappropriation of funds/securities or forgery against
someone other than an RR of the member organization.

32. Identity Theft - Allegations where customer alleges that his/her SSN and/or other non-public personal
identity information was improperly used by unauthorized individuals or entities.

40. Miscellaneous - Firm-related complaints only. Non-sales practice miscellaneous code is (99). Sales
practice miscellaneous code is (00).

NON-SALES PRACTICE PROBLEM CODES/DEFINITIONS (Effective 1/1/06)

50. Transfer of Accounts - Allegations concerning full or partial transfer of client accounts. Includes ACATS,
manual transfers and internal transfers between branches.

51. Receipt and/or Delivery of Securities - Allegations concerning receipt or delivery of any type of security
from broker-dealer to a client or vice versa. Includes lost certificates, delayed securities transfers, non-
transferable securities, or securities not in transfer because of a fail.

52. Receipt and/or Disbursement of Funds - Allegations concerning funds received from and/or disbursed
to clients. Includes checks generated automatically such as monthly dividend checks, IRA distributions, etc.
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53. Dividend & Interest Problems - Allegations concerning payments or charges of dividends and/or
interest, including stock dividends. Does not include disbursement of automatic monthly dividend checks and/
or margin interest discrepancies.

54. Margin Problems - Allegations concerning margin including account liquidations, margin call notifications
and margin interest discrepancies.

55. Reorganization/Redemption - Allegations concerning stock splits, tenders, mergers, bond/unit trust
redemption, and called bonds.

56. Proxy/Prospectus - Allegations concerning the delay or non-receipt of a proxy, prospectus or
shareholder mailing by a client.

57. Execution - Allegations concerning non-execution, price discrepancy or delay in execution.

58. Statements/Confirms - Allegations concerning physical characteristics and presentation of statements/
confirms, failure to receive statements/confirms and questions regarding the reported price, value of or failure
to value, a security.

59. Tax Reporting - Allegations concerning tax reporting on behalf of or to clients. Includes Form 1099,
TEFRA withholding Forms K-1, W2-P, and 5498 and Year-To-Date information appearing on monthly
statements as well as any other tax-reporting forms.

60. Fees and Commission - Allegations concerning customary fees (custodial, administrative), service
charges (bounced checks, lost certificate replacement, etc.), commissions/mark-ups (downs) and wrap fees.

61. Account Administration and Processing - Allegations concerning daily activity in client accounts (e.g.,
trade correction, journal entries, uninvested credit balances and erroneous or missing positions in account).

62. On-Line Trading - Allegations concerning trading initiated by a client on-line, (including non-execution,
price discrepancy, delays in execution and delays in trade confirmation).

63. Poor Service - Where the customer alleges that service from the firm or any of its employees was
inadequate and/or unsatisfactory (e.g., failure to return phone calls, rudeness, lack of administrative attention
to account, etc.)

64. PATRIOT Act Liquidation - Allegations concerning the liquidation of an account due to the firm's inability
to confirm the customer's identity as per Section 326 of the USA PATRIOT Act or failure to obtain a foreign
bank certification per Sections 313 and 319(b) of the USA PATRIOT Act.

99. Miscellaneous - Operational Complaints Only. “Sales Practice” Miscellaneous Code is (00).

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Footnotes

1  This category should be used for complaints concerning liquidation of accounts due to firms' inability to:
(1) confirm customer identity or (2) obtain foreign bank certification as required by Sections 326, 313 and
319(b) of the USA PATRIOT Act.
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July 19, 2005

   ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER AND CHIEF FINANCIAL OFFICER/
PARTNER AND REGULATORY REPORTING DEPT.

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDED RULE 440H (“ACTIVITY ASSESSMENT FEES”) AND NEW PROCEDURES
EFFECTIVE JUNE 1, 2005

On July 12, 2005, the Securities and Exchange Commission published for notice a proposed rule change

amending New York Stock Exchange Rule 440H (redesignated “Activity Assessment Fees”) (Exhibit A). 1  
This rule change became effective immediately upon filing on June 1, 2005.

Background

Pursuant to recently adopted Rule 31 2   under the Securities Exchange Act of 1934 3   and related
procedures, the Exchange uses new Form R31 to provide the SEC with data on its securities transactions.
Using this data, the Commission multiplies the aggregate dollar amount of the Exchange's covered sales
during the computational period by the applicable fee rate under Section 31(b) of the Exchange Act, and bills

the Exchange for fees and assessments due pursuant to Section 31 4   of the Exchange Act.

New Procedures for Billing and Collecting Activity Assessment Fees from the Membership

On June 1, 2005, the Exchange terminated the “self-reporting” (i.e., Form 120-A) procedures related
to Activity Assessment Fees, and began directly billing all members and member organizations (the

“Membership”) engaged in clearing activities. 5   Activity Assessment Fees are now assessed for all covered
sales whose settlement dates fall within an applicable computational period, as reported by the Depository
Trust & Clearing Corporation (“DTCC”), plus all trades done in NYSE Crossing Sessions 2,3 & 4 during that
period. Until further notice, the computational periods for calculating Activity Assessment Fees will be the
calendar months.

The Exchange will generate and send Activity Assessment Fee bills on the first day of each month for all
covered securities transactions whose settlement dates fall in the previous month, and payment of these bills
will be due by the tenth day of the month they were sent. The bills will be distributed via regular mail, and the
Membership can also receive them in electronic form by registering at http://www.nyse.com/billing. The first
Activity Assessment Fees bills, for all covered securities transactions whose settlement dates fell
between May 1, 2005 and May 31, 2005, were sent to the Membership on June 1, 2005, with payment
due on June 10, 2005.

DTCC will continue to send each member and member organization the “contract sheets” (reports detailing
intraday trading activity) that it currently sends every day. The Exchange will include in each Activity
Assessment Fee bill a separate line item detailing the billed member or member organization's trades in
Crossing Sessions 2, 3, and 4, thereby providing all data necessary for reconciliation and confirmation of
accurate Activity Assessment Fee billing.

Amendment to Rule 440H
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Because the Membership is no longer required to complete Form 120-A, all language related to Form 120-
A has been deleted from Rule 440H. The amended Rule 440H more concisely requires the Membership to
pay Activity Assessment Fees at such times and intervals as prescribed by the Exchange, with a description
of how the Exchange calculates those fees. The title and language of the amended rule reflect the change in
terminology from “Transaction Fees” to “Activity Assessment Fees.”

Guidelines for Member Organizations that Choose to Charge Their Customers Fees

Because the new SEC procedures and amended Rule 440H eliminated any implied connection between

Section 31 fees, Activity Assessment fees, and the Membership's fees to their customers, 6   the Membership
has discretion as to the fees it charges its customers, so long as the names or descriptions of fees charged
to Membership customers do not imply a connection to Section 31 fees, the Exchange's Activity Assessment
Fees, or any other fees those customers do not pay directly (e.g., to the SEC or the Exchange). Member
organizations that choose to pass their Activity Assessment Fees through to their customers are not
required to follow any specific procedures, but they must be particularly careful to avoid inaccurately
naming their fees. For example, the term “regulatory fees” should not be used unless all such fees
collected will be forwarded in their entirety to regulators.

Specifically, in the case of a member organization that collects fees from its customers to offset the
Exchange's Activity Assessment Fees, any “rounding up” of such customer fees would cause the total
amount of customer fees collected to exceed the Activity Assessment Fees billed to the organization.
Because the member organization would not be able to pay all of the customer fees it had collected to the
Exchange, it would be improper for the organization to name such fees “regulatory fees.”

Questions concerning the Memo may be addressed to:

Patrick Boyle - 212-656-5280 - pboyle@nyse.com

Jose Moncayo - 212-656-2914 - jmoncayo@nyse.com

Grace B. Vogel

Executive Vice President

Member Firm Regulation

EXHIBIT A

Amended Rule (additions and deletions not shown)

Rule 440H

Activity Assessment Fees

• • • Supplementary Material: —————-

.10 Statutory background. — Section 31 of the Securities Exchange Act of 1934 (“Exchange Act”), as
amended, requires national securities exchanges and associations to pay to the Securities and Exchange
Commission (“SEC”) certain fees and assessments on specified securities transactions.

.20 Calculation and payment of Activity Assessment Fees .—Each member and each member
organization that effects securities transactions upon the Exchange that are defined in Section 31 of the
Exchange Act as “covered sales” of securities shall pay to the Exchange Activity Assessment Fees based
upon all of their covered sales. The Exchange shall calculate Activity Assessment Fees by multiplying
the aggregate dollar amount of covered sales effected upon the Exchange by the member or member
organization during the appropriate computational period by the Section 31(b) fee rate in effect during that
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computational period. Activity Assessment Fees shall be due and payable at such times and intervals as
prescribed by the Exchange.

Members and member organizations that cease to effect securities transactions on the Exchange shall
promptly pay to the Exchange any sum due pursuant to this rule.

Amended Rule (additions and deletions shown)

Additions Underscored

Deletions [Bracketed]

Rule 440H

[Transaction Fees]

Activity Assessment Fees

• • • Supplementary Material: ——————-

[Report on Form 120-A]

.10 Statutory background. — Section 31 of the Securities Exchange Act of 1934 (“Exchange Act” [ ¶4721]),
as amended, requires [that every] national securities exchange s and associations to [each year] pay to
the Securities and Exchange Commission (“SEC”) certain fees and assessments on specified securities
transactions. [such sum as is required by Section 31 based on the aggregate dollar amount of the sales of
securities (other than bonds, debentures and other evidences of indebtedness and any sale or any class of
sales of securities which the SEC may, by rule, exempt from the imposition of the fee) transacted during the
preceding year on such exchange.

The Exchange has issued the following directions:

(1)]

.20 Calculation and payment of Activity Assessment Fees .— Each member and each member
organization that effects securities [engaged in clearing or settling] transactions [effected] upon the Exchange
that are defined in Section 31 of the Exchange Act as “covered sales” of securities shall pay to the Exchange
Activity Assessment Fees based upon all of their covered sales. The Exchange shall calculate Activity
Assessment Fees by multiplying the aggregate dollar amount of covered sales effected upon the Exchange
by the member or member organization during the appropriate computational period by the Section 31(b)
fee rate in effect during that computational period. Activity Assessment Fees shall be due and payable at
such times and intervals as prescribed by the Exchange. [shall maintain a daily record of the aggregate
dollar amount of the sales of securities made upon the Exchange and cleared or settled by him or it. The
amount of money shall be computed upon the actual sales price, disregarding commissions and taxes. Blotter
dates shall be used throughout. All sales of securities on the Exchange shall be included, other than bonds,
debentures and other evidences of indebtedness and any sale or any class of securities which the SEC may,
by rule, exempt from the imposition of the fee which the SEC imposes upon the Exchange under Section
31 of the Securities Exchange Act of 1934. Odd-lot dealers shall record both the round lots and the odd lots
which they sell on the Exchange Floor. If a member or member organization clears and settles a transaction
for a member or member organization which in turn clears it for another principal, only the member or the
member organization settling the transaction shall include the transaction in its record kept pursuant to
this paragraph. Monthly reports (Form 120-A) of the daily totals above referred to shall be submitted to the
Exchange in the manner described below.

(2) Each such reporting member or member organization shall pay to the Exchange as a “Transaction Fee” a
sum equal to the dollar amount as prescribed in Section 31 of the Securities Excahnge Act of 1934 based on
the total aggregate dollar sales volume reported monthly on Form 120-A. Such transactions as may from time
to time be required to be reported on Form 120-A are hereinafter referred to as “ 120-A Transactions”. The
total amount payable as shown on the Form 120-A report shall be due and payable monthly, on such date
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each month as the Exchange's Rule 440 shall require the Form 120-A referred to therein to be filed with the
Exchange, and payment of such charge, if any, as shall be due with respect to 120-A Transactions in a month
shall be and hereby is required to accompany the Form 120-A filed with respect to such month.

At or before 10:30 a.m. on the 10th day of each month each member and each member organization required
to report shall submit to the Treasurer's Department a report on Form 120-A showing with respect to 120-A
Transactions settled during the preceding month; aggregate dollar sales volume; the Transaction Fee due
thereon; number of shares of stock; number of warrants and number of rights to subscribe.]

Members[,] and member organizations that [which] cease [the] to effect [clearing and settling of] securit[y]
ies transactions upon the Exchange [shall promptly render reports for any interim period resulting from such
cessation and] shall promptly pay to the Exchange any sum due [under the above directions] pursuant to this
rule.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities and Exchange Act Release No. 52018 (July 12, 2005), 70 FR 41467 (July 19, 2005)
(SRNYSE-2005-39).

2  17 CFR 240.31.
3  15 U.S.C. 78a et seq.
4  15 U.S.C. 78ee.
5  The Membership was notified in advance of these changes in Information Memo No. 05-36, dated May

13, 2005.
6  Information Memo No. 04-42, dated August 5, 2004, notified the Membership that the new SEC

procedures, and the fact that Rule 440H does not dictate whether or how members or member
organizations should charge customers to recover amounts paid to the Exchange, rendered the
instructions in the "Calculation of Fees - Rounding Up" section of Information Memo No. 01-51
inapplicable, and that "the Commission disapproves of the practice of naming fees in customers'
trade confirmations ‘ Section 31 Fees' or ‘SEC Fees.'" Also, SR-NYSE-2004-45, which was approved
by the SEC on September 20, 2004, added Interpretation/01 to Rule 440H: "Members and member
organizations should disregard the ‘Calculation of Fees - Rounding Up' section of Information Memo No.
01-51."
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July 1, 2005

   ATTENTION: MANAGING PARTNER, CHIEF EXECUTIVE OFFICER, BRANCH OFFICE MANAGERS,
COMPLIANCE OFFICER, TRAINING AND HR DIRECTORS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: CONTINUING EDUCATION PROGRAM BROCHURE

Attached is a new Continuing Education Program brochure. It was compiled by the Securities Industry/
Regulatory Council on Continuing Education, on which the Exchange participates.

The brochure provides information on the new continuing education ethics module, as well as the
elimination of grandfathered/graduated exemptions from the Regulatory Element Program. In addition, the
brochure answers frequently asked questions regarding both the Regulatory Element and Firm Element
components of the Program. The PDF version of the brochure can be found on the Council's website
www.securitiescep.com.

Questions about the Continuing Education Program should be directed to Roni Meikle, Director, Continuing
Education at (212) 656-2156 or Pat DeVita, Senior Coordinator, Continuing Education at (212) 656-2746.

___________________________

Donald van Weezel

Vice President

Member Firm Regulation

Attachments

The Continuing Education Program

for Securities Professionals

Introduction

Rapid changes and fast-paced markets characterize the securities industry. As financial products and
services become more complex, securities professionals must continually augment their knowledge and
understanding of how investment opportunities can meet specific investor needs. At the same time, securities
professionals must comply with regulation and oversight from the states, selfregulatory organizations (SROs),
the Securities and Exchange Commission (SEC), the Federal Reserve Board, and other government entities.
To help ensure that securities professionals continue to earn the trust and confidence of investors, the
securities industry maintains a mandatory Continuing Education Program. The Securities Industry/ Regulatory
Council on Continuing Education (the Council) oversees the Continuing Education Program.

The Council is composed of 20 representatives—14 representatives from the industry and six from SROs. 1

   The industry representatives are selected to maintain representation from a broad cross-section of broker-
dealers. Liaisons from the SEC and the North American Securities Administrators Association (NASAA)
also work with the Council. The Council plays an ongoing role in evaluating the program and recommending
changes to the SROs as necessary to ensure that the Continuing Education Program is responsive to
industry needs.

The Continuing Education Program
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The Continuing Education Program for securities firms and their associated professionals is a two-part
program. The SRO-administered Regulatory Element requires registered persons to complete computer-
based training in regulatory and ethical matters.

The Firm Element requires individual firms to provide ongoing training to keep employees current on industry
rules and regulations as well as joband product-related subjects. The Regulatory and Firm Elements of the
Securities Industry Continuing Education Program help ensure that industry professionals stay current on
products, markets, and rules to the ultimate benefit of the investing public. Both the Regulatory and Firm
Elements focus on increased education and training, rather than testing.

The Regulatory Element

The Regulatory Element Program is computer-based interactive training in which participants work through
real-life scenarios involving rule, product, regulatory, ethical, and compliance issues. Registered persons
must complete their Regulatory Element session within 120 calendar days of the second anniversary of their
initial securities registration and every three years thereafter. For example, persons registered in October
2001 would first be required to participate in the Regulatory Element Program within 120 calendar days after
their second registration anniversary in October 2003. In October 2006, they would again participate and
repeat the process every three years thereafter during the course of their careers.

In September 2004, the SEC approved amendments to NYSE Rule 345A and NASD Rule 1120 that
rescinded all exemptions from participation in Regulatory Element Programs of Continuing Education.

Registered persons who had previously been eligible for “grandfathered” or “graduated” exemptions are
now required to participate in the Regulatory Element Program, beginning April 2005. The re-entry phase for
formerly exempted registered persons will occur over three years by using each registered person's “base
date,” which is usually the person's initial registration approval date.

In addition to rescinding all exemptions from participation in the Regulatory Element Program, in April 2005
a new module was included. The new module contains video-interactive materials aimed at recognizing and
addressing ethical dilemmas in daily situations. This new module is included in all three Regulatory Element
Programs.

The Firm Element

The Firm Element requirements apply to all broker-dealers and their “covered persons.” Covered persons are
registered individuals who function as salespeople, traders, or investment bankers, among others, and who
conduct a securities business with public customers as well as the immediate supervisors of such persons.
The term “customer” includes retail, institutional, and investment banking customers, but does not include
other broker-dealers. If you are unsure whether you are a covered person, check with your firm's registration
department.

To administer the Firm Element Program appropriately, firms must conduct an annual training Needs Analysis
and prepare a written training plan that they must implement throughout the upcoming year. Firm Element
training may include written materials, computer-based training, videos, audiotapes, classroom training,
broadcasts, or other presentations.

What are the regulatory consequences for not complying with the Securities Industry Continuing Education
Program?

Those who do not complete a required Regulatory Element session within the prescribed 120-day time period
will have their registrations deemed inactive until they satisfy the Regulatory Element requirement. An inactive
individual may neither engage in, nor be paid for, activities requiring registration. An individual may remain
inactive for up to two years. After the two-year period, the individual's registrations will be administratively
terminated, and he or she must re-qualify for registration by examination. Failure to comply with Regulatory
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Element or Firm Element requirements subjects the firm and individual to potential disciplinary action by
securities regulators.

The Regulatory Element

Questions Concerning the Program

Q. How do I know if I am covered by the Regulatory Element?

A. All registered persons are covered by the Regulatory Element. However, persons approved by the NYSE
solely as an officer of a member or member organization, or with the sole status of approved person, are not
subject to the Regulatory Element. Also, persons registered with NASD solely as Foreign Associates are not
subject to the Regulatory Element.

Q. I've never been required to take the Regulatory Element Program before or have not taken one in several
years. Why must I do this now?

A. The Council recognized that there is great value in extending the benefits of the Regulatory Element to all
industry participants, in part because of the significant regulatory issues that have emerged over the past few
years. The Regulatory Element Programs are continuously updated to address current regulatory concerns,
as well as new products and trading strategies. Registered persons who received grandfathered or graduated
exemptions from the Regulatory Element Program have not had the benefit of this material.

Q. Is the Regulatory Element Program the same for everyone?

A. No. There are three different training programs: the S201 for persons registered as principals or
supervisors (the Supervisor/Principal Program); the S106 for persons registered as a Series 6 (Investment
Company Products/Variable Contracts Representative Program); and the S101 for Series 7 registered
persons and those persons in all other registration categories except supervisor or Series 6 registration (the
General Program).

Note: Persons registered in multiple capacities will participate in only one program as determined
by the higher level of registration they possess. For example, a person holding a Series 24 (General
Securities Principal) registration and a Series 7 (General Securities Representative) registration will
participate in the Supervisor/ Principal Program (S201).

Q. What topics do the S101 and S106 Programs cover?

A. The Regulatory Element focuses on compliance, regulatory, ethical, and sales practice standards. Its
content is derived from rules and regulations, as well as standards and practices widely accepted within the
industry. Although the specific requirements of certain rules may differ slightly among the various SROs, the
program is based on standards and principles applicable to all broker-dealers.

The content for the S101 and S106 Programs is organized into eight modules. While the content
is specific to the respective registration categories covered by each program, the subject titles for
Modules 1 through 7 in both the S101 and S106 Programs are the same. The content of Module 8
in the S101 and S106 will vary according to the Program. Each of the topics is covered thoroughly in
the corresponding module, and some may be covered in more than one module. Unless otherwise
specified, the topics are covered at basic levels of knowledge and understanding.

The eight modules are:

1. Ethics
2. Registration and Reporting
3. Communications with the Public
4. Suitability
5. Handling Customer Accounts
6. Business Conduct
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7. Customer Accounts Trade and Settlement Practices
8. New and Secondary Offerings (S101) OR Application of Product Knowledge to Sales

Practices (S106)

The content of the programs has been developed by industry practitioners and reviewed by the
Council. The programs do not necessarily require advance preparation, because they are designed to
evaluate your understanding of the securities business in general. However, it is important for you to
familiarize yourself with the Regulatory Element Content Outline; you can obtain the latest version from
the Council Web site (www.securitiescep.com).

You also can visit the Council Web site to purchase S101 training materials. These materials contain
updated content from earlier releases of the S101 Program and may prove helpful in preparing for the
Regulatory Element Program.

Q. How are the materials presented in each module of the S101 and S106 Programs?

A. In each module of the S101 and the S106 Programs, participants work through scenarios depicting
situations faced by registered persons in the course of conducting their business. The format of the
scenarios in the S101 is text-based, while the S106 also features audio segments. After reading the
scenario, participants must demonstrate their understanding of the issues by choosing the most appropriate
response(s) to questions concerning the facts in the scenario. The program will assess each individual's
understanding of the topics. If the individuals do not show a satisfactory level of proficiency with the subject
matter of the scenario, the program delivers tutorials about the topics in the module and the participant is
routed to another scenario in the same module. Participants must successfully complete one scenario in the
module before they can advance to the next module. Participants must complete all eight modules in order to
satisfy the Regulatory Element requirement.

Q. What topics does the S201 Program cover, and how is the material presented?

A. The S201 is specifically designed to enhance a supervisor's problem detection and resolution skills.
The program is comprised of lifelike situations in the form of cases. Currently, the S201 Program covers
such topics as ethics, suitability, supervision, insider trading, money laundering, product knowledge, and
interviewing and hiring. The S201 incorporates multimedia features that enable participants to observe live
situations and view various documents such as account statements, portfolios, and industry forms, in order
to solve the problems presented in the exercise. Participants must complete the entire program to satisfy the
Regulatory Element requirements.

Q. When was ethics added as an additional module, and what can I expect from this type of training?

A. A video-interactive ethics module has been added to all three Regulatory Element Programs effective April
2005. This new module is designed to guide participants in recognizing and addressing ethical situations,
how to go about making ethical decisions, and how to deal with various organizational factors that influence
whether and how to implement these decisions.

Q. How can I prepare for the S201 Program?

A. Specific preparation is not necessary. However, you can purchase training materials through the Council's
Web site. These materials feature updated content from earlier releases of the S201 Program, and may be
helpful in preparing for the Regulatory Element Program.

Q. Will I receive a grade or any other kind of feedback from my Regulatory Element session? Does my firm
receive feedback on my performance?

A. The Regulatory Element Programs are computer-based training and are not graded tests. The interactive
nature of each program provides immediate feedback as participants progress through the scenarios.
The S101 and S106 Programs are composed of eight modules in each of which participants must show
proficiency before being allowed to move on to the next module. The S201 Program is composed of five
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cases that participants must complete. If the entire Program is not completed within the appointment time,
participants will receive an “incomplete” and must retake the entire session at another appointment.

Each quarter, your firm receives aggregated scores for all firm employees who took the S101 and S106
Programs. No individual scores are reported to firms. The firm uses this information when it analyzes
its training needs and develops its formal training plan for the Firm Element.

Q. How am I notified that I must take the Regulatory Element?

A. You will be notified by your firm. Once notified, you must complete the required Regulatory Element
session within the 120-day time period (or window) that begins as specified in the Central Registration
Depository (CRD SM) system.

Q. What if I have multiple registrations, such as a Series 6 in 1998 and a Series 7 in 2000? Which is the
applicable date that determines when I must participate in the Regulatory Element?

A. The date of the initial registration (in this case, 1998) applies, provided that you have had no significant
disciplinary actions that would alter your base date.

Q. What is a significant disciplinary action and what is its Regulatory Element impact?

A. A significant disciplinary action occurs when a registered person:

► Becomes subject to a statutory disqualification pursuant to the Securities Exchange Act of 1934.
Such disqualifications include bars, suspensions, and civil injunctions involving securities matters;
any felony convictions, or misdemeanor convictions that involve investments or investment-related
businesses; or any fraud, false statements, or omissions, wrongful taking of property, bribery,
perjury, forgery, counterfeiting, extortion, or a conspiracy to commit any of these offenses.
► Becomes subject to suspension or to the imposition of a fine of $5,000 or more for a violation
of any provision of any securities law or regulation, or any agreement with, or rule or standard of
conduct of, any securities governmental agency or securities selfregulatory organization, or as
imposed by any such regulatory or self-regulatory organization in connection with a disciplinary
proceeding.
► Is ordered to take the Regulatory Element as a sanction in a disciplinary action by any securities
governmental agency or securities self-regulatory organization.

Registered persons who are subject to a significant disciplinary action must participate in a Regulatory
Element training session within 120 days of the effective date of the significant disciplinary action
(which is 45 days from the final action date of the significant disciplinary action). They must again
participate in a Regulatory Element training session within 120 days of the second anniversary of the
effective date of the disciplinary action, and every three years thereafter. The original registration date
is no longer used as the determinant of the registration anniversary.

Q. What if my registration temporarily lapses because I leave my broker-dealer and become associated with
the same or a new broker-dealer within two years?

A. If you leave one broker-dealer and rejoin or become associated with another within two years, you will
maintain your original registration date as the initial securities registration date. However, you will be required
to fulfill any anniversary requirements that you may have missed during the period you were not associated
with a broker-dealer. For example, if you leave a broker-dealer seven and one-half years after you became
registered for the first time and become associated with the same or a new broker-dealer 18 months later,
you must complete the Regulatory Element requirement that occurred during the time you were not registered
(your eight-year anniversary requirement) before your registration can be reactivated at the new broker-
dealer.

Q. What if I do not become associated with a brokerdealer for more than two years?

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

479

http://researchhelp.cch.com/License_Agreement.htm


A. If you do not become associated with a broker-dealer for two or more years, you must begin the entire
registration and qualification process anew. You must take the appropriate qualification examination(s), or
apply for a waiver and begin the Regulatory Element as if entering the Program for the first time. That is, a
Regulatory Element session would be required on the second anniversary of your new registration and every
three years thereafter throughout your career.

Q. Where can I take the Regulatory Element Program and how long will the session last?

A. The Regulatory Element Programs are administered at more than 400 centers worldwide through two
testing center networks. Prometric operates centers throughout the United States and Canada, and Pearson
VUE operates centers throughout the United States, Europe, Asia, and Australia.

Some firms participate in “In-Firm Delivery” of the Regulatory Element, and can administer the
Regulatory Element on firm premises. You should check with your firm to see if it participates in In-Firm
Delivery.

Regardless of where you take the Regulatory Element, you will have a three and one-half hour
appointment.

Q. How do I make an appointment to take the Regulatory Element Program?

A. Contact either one of the testing center networks:

→ Pearson Professional Centers: Contact Pearson VUE's National Registration Center at
(866) 396-6273 (toll free) or go to www.pearsonvue.com/nasd for Web-based scheduling.
→ Prometric Technology Centers: Contact Prometric's National Call Center at (800) 578-6273
(toll free) or go to www.prometric.com/nasd for Web-based scheduling.

When calling to make an appointment at any location, be prepared to provide:

→ Your name and Social Security number;
→ Your firm's name; and
→ A telephone number where you can be reached.

Remember, you must satisfy your Regulatory Element requirement within a prescribed 120-day time
period. You are strongly encouraged to schedule your appointment as early in your 120-day window as
possible.

You can obtain further information about scheduling a Regulatory Element session from the Council's
Web site at www.securitiescep.com.

Q. What is the earliest day I can schedule my appointment to take a Regulatory Element session?

A. Although the appointment date must be within the 120-day window, the registered person may schedule
the appointment by phone or online 30 days in advance of the window opening date.

Q. If I don't complete the Regulatory Element session within the allotted time, how soon may I schedule an
appointment to retake the program?

A. You may schedule another appointment 48 hours after your last appointment. Keep in mind that if you do
not complete the session within the allotted time, you must retake the entire Regulatory Element Program.

Q. Are there any provisions at the various delivery sites to accommodate people with disabilities?

A. If you are disabled, you or your firm should contact NASD's Field Support Services at (800) 999-6647
(toll free) and select Option 2 to make special arrangements for your Regulatory Element appointment.
For more information on special accommodations, you may visit the NASD Web site at www.nasd.com/
specialaccommodations.

Q. What happens if I don't satisfy my Regulatory Element requirement within my 120-day window?
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A. Your registration is deemed “CE inactive” and you may not engage in, or be paid for, activities that require
a securities registration. This means you may not solicit or receive commissions on securities sales. If you
are not in sales and your duties require a securities registration as, for example, a Financial and Operations
Principal, you may neither act in the registered capacity nor receive compensation for activities requiring a
registration. Therefore, it is very important to schedule your Regulatory Element session early in the 120-day
period in the event that you do not complete the required session on the first attempt and have to schedule a
second session.

Q. If I'm deemed CE inactive, may I continue to receive trailing or residual commissions?

A. Trailing or residual commissions for business completed before the inactive period may be paid if it is in
accordance with the policy of your firm.

Q. How long may I remain CE inactive before I must requalify for registration by examination?

A. If you remain CE inactive for a period of two years, your registration will be administratively terminated, and
you must re-qualify for registration by examination.

Q. If I am CE inactive and subsequently leave my broker-dealer, how long do I have to become re-registered
with another firm without having to re-qualify by examination?

A. Ordinarily, you have a period of two years to re-register with the same or different broker-dealer without
taking a registration examination. However, if you are CE inactive for two years, your registration will be
administratively terminated regardless of the time elapsed since your termination from your previous firm.

Example

Joan is registered with Firm A. She does not satisfy the Regulatory Element requirement due for her
fifth anniversary and she becomes inactive on September 1, 2002. On November 1, 2002, Joan's firm
files a Form U5 to terminate her registration. Joan reapplies for registration with Firm B on October 1,
2004, but her registration had been administratively terminated on September 1, 2004 because she
had been CE inactive for two years. Joan must re-qualify by examination, even though it has been less
than two years between the time Firm A filed her Form U5 and Firm B filed her Form U4.

Q. If I have both a principal/supervisor and nonprincipal/ supervisor registration and become CE inactive,
does it affect all of my registrations?

A. Yes, all your registrations are deemed CE inactive when you do not satisfy the Regulatory Element
requirements.

The Firm Element

Q. Who is covered by the Firm Element?

A. The Firm Element requirements apply to all “covered persons.” Covered persons is defined as registered
persons, including salespeople, traders, sales assistants, investment company shareholder servicing agents,
investment bankers, and others who have direct contact with public customers in the conduct of a securities
sales, trading, or investment banking business, and their immediate supervisors, for as long as they are
considered covered persons. The term “customer” in the definition of covered persons includes retail,
institutional, and investment banking customers, but does not apply to other broker-dealers.

Q. Is anyone exempt from the Firm Element?

A. No covered person is exempt from the Firm Element.

Q. I'm a branch manager. Am I a covered person within the Firm Element?

A. Yes, if you directly supervise salespeople in the branch. In addition, if you have customer accounts, then
both you and your immediate supervisor are deemed to be covered persons.
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Q. I'm a research analyst who is Series 7, 86, and 87 registered. Am I a covered person with the Firm
Element?

A. Yes, if you interact with customers. This would include responding to customer questions or assisting
institutional salespersons in direct dealings with institutional customers of the firm.

Q. Are registered sales assistants or registered investment company shareholder servicing agents who
handle service calls from customers covered persons within the Firm Element?

A. Yes, if their activities include conducting a securities business in a sales context and otherwise require
registration. The fact that such persons are registered means that they are qualified and that there is enough
potential for customer contact of the type prescribed by the rules that these persons should be considered
covered persons.

Q. What does Firm Element training cover?

A. It varies. Every firm is required to analyze and evaluate its training needs and its covered persons at least
annually in light of its size, organizational structure, scope of business, and types of products and ongoing
services it offers customers. When evaluating their training needs, firms should place particular emphasis
on new products; new rules related to firm business lines; problems that individuals or the firm may have
experienced, such as complaints and regulatory or legal actions; and supervisory training needs. The firms
must consider the performance of their registered persons who participate in the Regulatory Element S101
and S106 Programs. Also, the Securities Industry/Regulatory Council on Continuing Education or the SROs
may periodically recommend regulatory issues, investment products, or sales practice standards to be
included in Firm Element programs.

Each firm develops its own written continuing education plan and administers continuing education
programs appropriate to its registered persons, business, and identified needs. The firm must maintain
records documenting the content of its programs and completion of those programs by its covered
persons. Covered persons must take all appropriate steps to participate in the continuing education
programs as required by their firm.

Q. Is there a fixed number of hours of continuing education that I must take in the Firm Element?

A. Your firm must provide continuing education that is reasonable and in accordance with the training needs
identified by its annual Needs Analysis. There are no required numbers of hours for the Firm Element, but
your firm may prescribe training measured in hours or credits to keep track of your compliance with the Firm
Element.

Q. Is every covered person required to participate in Firm Element training programs every year?

A. Not necessarily. Each firm, as part of its Needs Analysis, determines the frequency and amount of training
required for each covered person.

Q. What kinds of training materials are available?

A. A firm may develop training internally, or it may use external sources for some or all of its training needs.
External sources might include institutions of higher learning, professional associations and organizations, or
external vendors. Whatever types of materials are used, Firm Element training must be consistent with each
firm's unique needs and areas of business as specified in the firm's Needs Analysis and training plan.

For additional information and to access the Firm Element Organizer and other training material, please
visit the CE Council's Web site at www.securitiescep.com and click on Firm Element. Once you've
identified your firm's line of business, the Firm Element Organizer can assist in conducting the Firm
Element needs analysis and develop a training program by identifying regulatory and educational
resources relevant to the firm's business.

Q. Will SROs or the Council pre-approve training materials and/or programs developed by firms or outside
training providers?

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

482

http://researchhelp.cch.com/License_Agreement.htm


A. Neither the SROs nor the Council will pre-approve training materials or training programs. Firms are
responsible for training material content regardless of whether it was prepared by the firm or by an outside
training provider.

Q. Must my supervisor meet annually with me to decide what my training requirement should be?

A. No. However, your firm or supervisor may decide to meet with you to determine individual training needs or
to include a discussion of training needs during regular performance reviews.

Q. Will the annual compliance meeting required under Rule 3010(a)(7) of the NASD Conduct Rules be
adequate to demonstrate compliance with requirements of the Firm Element?

A. While firms very often leverage the opportunity presented by the annual compliance meeting to deliver
training, Firm Element training should not be limited to compliance topics if there are identifiable training
needs related to products and services offered by the firm. In most instances, it would probably be necessary
for your firm to significantly expand the material covered at the annual compliance meeting.

Q. If I fulfill insurance continuing education obligations, or take training in conjunction with a professional
designation program, can that training satisfy Firm Element requirements?

A. Your firm must determine whether participation in a program designed to meet the requirements of an
educational or continuing education program of another industry, such as that required for insurancelicensed
persons, or of a professional designation program in a field related to the securities industry, will meet all or
part of the Firm Element requirements. Even if the firm does recognize such training to satisfy at least part of
your Firm Element requirements, additional training might be necessary.

For example, if your sales-related activities are limited to insurance and insurance-related securities,
training received through insurance industry continuing education obligations might be sufficient. On
the other hand, if you also sell a wider range of securities products, participation in additional training
will probably be necessary. Likewise, your firm might determine that participating in training related
to a professional designation program adequately covers subjects planned for its own Firm Element
training. If not, your firm may require you to participate in portions of its own program. Your firm makes
the determination as to whether or not the external training is adequate to address your Firm Element
training needs.

Q. I am registered with more than one firm. Must I participate in the Firm Element training provided by both
firms?

A. Yes, unless the needs identified and training provided by both firms are substantially the same and there
is appropriate documentation showing that both firms acknowledge your compliance with each of their Firm
Element programs.

Q. What consequences will result if I do not participate in training offered to meet the Firm Element
requirements?

A. You have an affirmative obligation to participate in training designated for you by your firm. Failure to do so
will result in disciplinary action against you by your firm and/or by a regulatory authority.

Please direct questions to:

Roni Meikle

Director, Continuing Education

New York Stock Exchange

(212) 656-2156

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

483

http://researchhelp.cch.com/License_Agreement.htm


Pat DeVita

Senior Coordinator, Continuing Education

New York Stock Exchange

(212) 656-2746
Joe McDonald

Associate Director, Policy & Content Management

Testing and Continuing Education Department

NASD

(240) 386-5065

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  The American Stock Exchange, Inc., the Chicago Board Options Exchange, Inc., the Municipal
Securities Rulemaking Board, the National Association of Securities Dealers, Inc., the New York Stock
Exchange, Inc., and the Philadelphia Stock Exchange, Inc.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 05-46

Click to open document in a browser

July 1, 2005

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW RULE 80A COLLARS AND RULE 80B CIRCUIT BREAKER LEVELS FOR THIRD
QUARTER 2005

EFFECTIVE JULY 1, 2005 through SEPTEMBER 30, 2005

• Rule 80A restrictions on index arbitrage trading in component stocks of the S&P 500 Stock Price Index sm *  

will be imposed when the Dow Jones Industrial Average sm **   (“DJIA”) is above or below its closing value on
the previous trading day by:

200 POINTS OR MORE

• Rule 80A restrictions will be removed when the DJIA is above or below its closing value on the previous
trading day by:

100 points or less

• Index arbitrage order entry restrictions will be re-imposed each time the DJIA advances or declines 200
points from the prior day's close.

• Rule 80B trading halts will be triggered when the DJIA declines below its closing value on the previous
trading day by:

1050 points (Level 1)

2100 points (Level 2)

3150 points (Level 3)

Rule 80A

Whenever Rule 80A collars are in effect due to a decline in the DJIA, all index arbitrage orders to sell any
component stock of the S & P 500 Stock Price Index must be marked “sell plus”; and whenever the collars
are in effect due to an advance in the DJIA, all index arbitrage orders to buy must be marked “buy minus”.

Rule 80B

Whenever a Rule 80B circuit breaker is in effect, trading in all stocks on the Exchange will halt for the time
periods specified below.

Level 1 Halt

a) before 2:00 p.m. - one hour;

b) at 2:00 p.m. or later but before 2:30 p.m. - 30 minutes;

c) at 2:30 p.m. or later - trading shall continue, unless there is a Level 2 Halt.

Level 2 Halt

a) before 1:00 p.m. - two hours;

b) at 1:00 p.m. or later but before 2:00 p.m. - one hour;
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c) at 2:00 p.m. or later - trading shall halt and not resume for the remainder of the day.

Level 3 Halt

at any time - trading shall halt and not resume for the remainder of the day.

A complete discussion of the calculation of trigger values for Rule 80A and Rule 80B was published in
Information Memo No. 99-8, dated February 12, 1999 and Information Memo No. 98-15, dated April 13, 1998,
respectively.

Questions concerning these matters may be addressed to Nancy Reich at (212) 656- 2475 or Donald Siemer
at (212) 656-6940.

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

*  "Standard & Poor's 500 Stock Price Index" is a service mark of Standard & Poor's Corporation.
**  "Dow Jones Industrial Average" is a service mark of Dow Jones & Company, Inc.
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June 30, 2005

   ATTENTION: BOND TRADING DESKS, REGULATORY AND COMPLIANCE OFFICERS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: RULE 86 - AUTOMATED BOND SYSTEM

The Securities and Exchange Commission has approved an amendment to NYSE Rule 86 (“Automated
Bond System®” or “ABS”) governing trading in bonds through ABS. ABS is a fully automated trading and
information system that allows subscribing member firms to enter, maintain, view and execute bond orders
through office screen displays.

The amendment replaces paragraph (g) of Rule 86 with an amended paragraph (g). Replaced paragraph (g)
required that all transactions in ABS in non-convertible bonds that are made two or more points away from
the last sale, or more than 30 days after the last transaction, may be made only with the approval of a Floor
Official, who may require that the bonds be bid up or offered down before approving the transaction.

The requirement for Floor Official approval for orders entered at a variation of two points or more from the
last transaction has long been made unnecessary by the fact that (a) subscriber firms may only enter priced
orders in ABS and (b) a firm entering an order in ABS at a variation of two or more points is required to
immediately confirm the price of such order prior to the order’s acceptance into ABS. The entering member
firm need not confirm an order entered into ABS more than 30 days from the last trade if the price of the
entered order was not two or more points from the previous trade price.

Amended paragraph (g) codifies into Rule 86 these two features: (1) the acceptance of priced orders only;
and (2) price reconfirmation by the entering member firm of orders entered at a price two or more points from
the last sale price.

These changes are effective on Thursday July 7, 2005. Amended Rule 86 is attached as Exhibit A.

Questions concerning this memorandum may be addressed to the Exchange’s Fixed Income Markets
Division at (212) 656-2073.

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Exhibit A

Additions underscored

Deletions in [brackets]

Automated Bond System®

Rule 86 (a) Unless otherwise specified by the Exchange, all bonds shall trade in the Automated Bond System
("ABS®").

(b) Any member or member organization may subscribe to ABS by requesting the service and executing the
appropriate service agreement with the Exchange.

(c) Transactions effected through ABS are Exchange Contracts, and bids and offers displayed through ABS
shall be deemed to be bids and offers made on the Floor.
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(d) The Exchange shall designate the types of orders that may be displayed in ABS. The Exchange also shall
designate the minimum unit of trading for bonds traded through ABS.

(e) Notwithstanding any other rule of the Exchange, bids and offers in bonds traded through ABS shall be
displayed and executed in the following sequence:

1. According to price (with the highest bid price and the lowest offer price receiving highest priority.)

2. According to time displayed in ABS.

Each bid and offer displayed in ABS shall retain its time priority so long as it remains in ABS, except that
it shall not retain such priority if one of the following changes is made in the bid or offer: an increase in the
quantity of bonds bid or offered; a change in the price; a lengthening of the time the bid or offer is to remain
in force; a change in the settlement length specified; or an addition or deletion of a Cash, Next-Day or other
conditional designation.

(f) All or None Orders may be displayed in ABS in such minimum lots as the Exchange may specify.
However, such orders have no standing and are not included in the ABS price-time priority display.

[(g) All transactions in ABS in non-convertible bonds that are made two points or more away from the last
previous sale or more than 30 days after the last transaction may be made only with the approval of a
Floor Official, who may require that the bonds be bid up or offered down before approving the transaction.
If prevailing market conditions warrant, and if necessary for the protection of investors, a Floor Governor,
Senior Floor Official, or Executive Floor Official may impose similar requirements with respect to transactions
in ABS in convertible bonds.]

(g) All orders must be entered into the ABS at a limit price. ABS requires that when orders are entered by
a subscriber firm at a price that is two or more points from the previous sale, the firm entering the order is
required to reconfirm the price of the order.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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June 29, 2005

   TO: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, CHIEF OPERATING OFFICER,
OPERATIONS PARTNER AND LEGAL AND COMPLIANCE DEPARTMENTS

SUBJECT: REPORTS OF TRANSACTIONS IN CROSSING SESSIONS

The purpose of this Information Memo is to alert member organizations to changes in reporting requirements
for Crossing Sessions II, III and IV.

Crossing Session II Detail Reports

Effective October 3, 2005, Crossing Session II Detail Reports must be submitted to the Exchange on
trade date (T+0).

Background

Information Memo No. 03-09 (March 17, 2003), outlined requirements of a new electronic filing platform
(“EFP”) for the submission of Daily Program Trade Reporting (DPTR) and Crossing Session II execution
details to the Exchange. Member organizations are required to submit their Crossing Session II transactions
for execution directly to the Exchange via the EFP platform. In addition, member organizations are able to
upload or enter manually their Crossing Session II DPTR and Detail Reports (the break down of symbols
and corresponding number of shares for each Crossing Session II basket) via the EFP platform. At that time,
these items were required to be submitted by trade date +2 (T+2).

With improvements that have been made to the EFP, the Exchange will now require the submission of the
Crossing Session II Detail Reports on trade date. This will enable member organizations to submit their Detail
Reports in a single transmission as part of their Crossing Session II execution reports. DPTR information for
Crossing Session II must still be submitted no later than T+2.

Test Period

The Exchange initiated this new reporting regimen as a two-month pilot beginning on June 3, 2005 to
allow member organizations to make the necessary system and procedural adjustments to encompass
this change. Mandatory reporting of Crossing Session II Detail Reports on T+0 will become effective
October 3, 2005. Member organizations must contact the SIAC PC Service Center at 212-383-2062 or
mailto:efp@siac.com at the time they intend to begin testing in the pilot phase.

Changes for Crossing Sessions II, III and IV

The second change to reporting requirements in Crossing Sessions is that member organizations will be
required to submit their clearing member number with each trade in Crossing Sessions II, III and
IV. This new requirement is also effective October 3, 2005. Member organizations may, however, begin
submitting this information during the two-month test period.

Order Entry Problems

If a member organization is experiencing issues with the NYSE Crossing Session II web site, an e-mail
message addressed to efp@siac.com must be sent prior to 6:15 p.m. If the issue is with entering trades
directly via the web page, the member organization must include a screen shot of the error message it is
receiving. If the issue is with a file upload, the file that the member organization is attempting to upload must
be included in the e-mail. No files will be uploaded manually by SIAC unless they are received prior to
6:15 p.m.
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Questions concerning EFP and related system issues may be directed to John Curtin of the Division of
Regulatory and Corporate Systems at 212-656-2589. Questions concerning DPTR and other regulatory
matters relating to it may be addressed to Hope Morgan, at 212-656-6197 or Judith Bryngil at 212-656-3312,
both of the Division of Market Surveillance.

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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June 21, 2005

   ATTENTION: FLOOR MEMBERS, CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, COMPLIANCE
AND LEGAL DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AUDIO AND VIDEO RECORDING ON THE NYSE TRADING FLOOR IN CONNECTION WITH
THE SEC PILOT PROGRAM

In April 2005, the NYSE entered into a settlement with the Securities and Exchange Commission (“SEC”)
of the SEC’s investigation of the NYSE’s regulation of specialists on the Trading Floor of the NYSE. The

SEC Settlement Order 1   requires the NYSE to implement a pilot program “for an on-floor video and audio
surveillance system to track floor trading at NYSE trading posts.”

The actual pilot program is not expected to begin until April 2006, however a great deal of planning and
preparatory work will be required, including the testing of sound levels and audio and visual recording
equipment on the NYSE Trading Floor. This testing, which will be conducted by various vendors and
consultants to the NYSE, is expected to begin on or after July 1, 2005.

Although the objective of the testing is not surveillance, testing personnel will be recording sound levels on
the Trading Floor and may pick up and record portions of conversations occurring in the areas being tested.
In light of this possibility, persons entering the Trading Floor should not and cannot reasonably expect their
oral communications to remain private during the period testing is occurring and will be deemed to have
consented to the recording of their communications. Members and member organizations are responsible
for alerting their employees who are on the Trading Floor, as well as any vendors and/or guests they bring
to the Floor, of the provisions of this Information Memo and the fact that their oral communications may be
recorded. All persons who enter the Trading Floor after July 1, 2005 will be deemed to understand that
their communications on the Trading Floor may be recorded and to have consented to the recording
of their oral communications.

NYSE requires and appreciates your full cooperation with its development work for the Pilot Program
mandated by the SEC and will make every reasonable effort to minimize any inconvenience the above testing
may cause. Questions regarding this Information Memo should be directed to:

Susan F. Axelrod, Chief of Staff, Office of the Chief Regulatory Officer, at (212) 656-2347.

Richard P. Bernard, General Counsel, at (212) 656-2222.

___________________________

Richard Ketchum

Chief Regulatory Officer

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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1  Order Instituting Public Administrative Proceedings Pursuant to Sections 19(h)(1) and 21C of the
Securities Exchange Act of 1934, Making Findings, Ordering Compliance with Undertakings, and
Imposing a Censure and a Cease-and-Desist Order (Securities Exchange Act of 1934 Release No.
51524/April 12, 2005).
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June 13, 2005

   ATTENTION: TRADING DESKS, ORDER ROOMS, COMPLIANCE DIRECTORS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: EXPIRATION FRIDAY - JUNE 17, 2005 - EXCHANGE RULE 123C

IMPORTANT

June 17, 2005 will be a quarterly expiration Friday for stock and index options and stock and index futures
products, whose settlement pricing is based upon Exchange opening or closing prices on that day.

This Information Memo is being distributed to remind members and member organizations of certain rules
and policies of the Exchange with respect to market-onclose/ limit-on-close (“MOC/LOC”) order entry and
imbalance publication procedures.

Market On-Close/Limit-On-Close Procedures

Members and member organizations are strongly urged to carefully review their procedures for entering
MOC and LOC orders. In this regard, such orders should be entered with the specialist as early in the day
as feasible. This will provide an opportunity for specialists to better ascertain possible order imbalances
that might exist at the close and to disseminate that information. Consequently, efforts can be made more
effectively to contact potential offsetting interest which could mitigate any existing imbalance.

Index arbitrageurs are reminded that MOC/LOC orders relating to expiring derivative instruments whose
settlement pricing is based upon NYSE closing prices may not be entered after 3:40 p.m., even if such orders
might offset MOC imbalances published on the tape after 3:40 p.m.

Market-On-Close/Limit-On-Close Imbalance Publication Procedures

a. Informational MOC imbalance publications between 3:00 p.m. and 3:40 p.m.

Between 3:00 p.m. and 3:40 p.m., specialists are encouraged to publish informational MOC imbalances of
any size that could cause significant price dislocation at the close. These publications are informational only
and do not limit MOC/LOC order entry or cancellation before 3:40 p.m. Pursuant to Rule 123C, publication of
informational imbalances requires Floor Official approval.

Members and member organizations are reminded that under Rule 123C, publication of informational
imbalances between 3:00 p.m. and 3:40 p.m. are to be updated as soon as practicable after 3:40 p.m.

b. Required MOC imbalance publications at 3:40 p.m. and 3:50 p.m.

As soon as practicable after 3:40 p.m., the specialist must publish any imbalance of 50,000 shares or more,
regardless of whether an informational imbalance was published. In addition, any specialist who published an
informational imbalance of any size must publish an update, indicating either the current imbalance or a “no
imbalance” situation as soon as practicable after 3:40 p.m. In situations where the specialist did not publish
an imbalance or a "no imbalance" notification at 3:40 p.m., but an order imbalance occurred after 3:40 p.m.,
the specialist may publish such imbalance at 3:50p.m. in a manner consistent with the requirements set forth
in this memorandum.
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As soon as practicable after 3:50 p.m., specialists must update imbalances published at 3:40 p.m. or
indicate “no imbalance”. If the specialist reported “no imbalance” at 3:40 p.m., the specialist must publish any
significant imbalance or any imbalance of 50,000 shares or more as soon as practicable after 3:50 p.m.

c. Recommended MOC imbalance publications

Specialists are encouraged to publish MOC imbalances of fewer than 50,000 shares that could cause
significant price dislocation at the close. With respect to such imbalance publications at either 3:40 p.m. or
3:50 p.m., specialists are expected to obtain Floor Official approval prior to publication if possible.

Adequacy of operations and supervisory staff

Specialists should ensure that both operations and supervisory staffing are sufficient to monitor and process
all orders, regardless of the form in which they are received, as well as to handle the increased workload.
Specialists should seek the advice of a Floor Official for unusual situations as early as possible.

See Rule 123C for further discussion of procedures for MOC and LOC orders. Please also review Market
Surveillance Member Education Bulletin No. 2003-8 (Printing the Closing Transaction Under Rule 116.40 and
Elected Orders) (August 4, 2003).

Expiration Day Opening Imbalance Publication

Rule 123C also provides that, as soon as practicable after 9:00 a.m. on expiration days, specialists are
required to publish market order imbalances of 50,000 shares or more in all stocks via the low-speed ticker
and the news services. A “no imbalance” status will not be published for any stock.

Due Diligence Requirements and Compliance Procedures

Consistent with the requirements of Exchange Rule 405, before any at-the-close order is transmitted to
the Floor, the member organization accepting the order must exercise due diligence to learn the essential
facts relative to the order, including the purpose and propriety of the at-the-close instruction. In addition, an
imbalance of orders at or near the close, caused in part by the entry of such orders, could lead to trading
being halted in the security and such orders not receiving an execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep
in mind the requirements of Exchange Rule 97 regarding member trading. Firms should review procedures
utilized in connection with orders to be executed at or near the close with their traders and other order entry
personnel. Firms should also review systemic order entry functions (e.g., algorithms or “smart servers”) for
compliance with the provisions of this Information Memorandum. Firms should also review the provisions of
Information Memo No. 95-28 (July 10, 1995) (see Attachment A) which discussed trading near the close and
trading activity that would constitute violations of Exchange Rules as well as federal securities laws.

In that connection, firms are reminded that where a firm has committed to purchase from (sell to) a customer
an order at a price that is derived from the closing price (e.g., VWAP and MOC orders), reserving a significant
position of its hedging or covering transaction to be executed at or near the close, it must operate with
substantial care. If the transaction is completed in a manner that does not effectively place the firm at market
risk or provide an opportunity for contra side interest to develop and/or react to the activity, it would raise
manipulative concerns and would operate as conduct inconsistent with just and equitable principles of trade.
This could occur if a firm’s trader or firm’s “smart server” entered a single or multiple orders into the market at
or near the close.

In addition, members and member organizations should review other applicable SEC and New York Stock
Exchange regulations, such as Section 9(a)(2) of the Securities Exchange Act and Rules 10a-1, 10b-5, as
well as the margin and capital rules. Firms must ensure that they have adequate policies and procedures in
place to detect, deter, and prevent such potentially violative conduct.
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Questions concerning this memorandum may be addressed to the following persons in the Market
Surveillance Division:

Rohan Prashad, Director, Member Trading and Audit Trail (212) 656-6772

Margo Hassan, Director, Member Trading and Audit Trail at (212) 656-2282

Patrick Giraldi, Director, On Floor Surveillance Unit (212) 656-6804

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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June 13, 2005

   ATTENTION: CHIEF EXECUTIVE OFFICER, CHIEF OPERATIONS OFFICER, MANAGING PARTNER,
AND CHIEF COMPLIANCE OFFICER

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: CUSTOMER NOTIFICATION OF SERVICE FEES AND SERVICE FEE CHANGES

Over 25 percent of the operational complaints from securities industry customers in 2004 that were reported
to the Exchange pursuant to NYSE Rule 351(d) (“Reporting Requirements”) were identified as “fees/
commissions” problems. A significant number of these complaints involved increases in account fees and
service fees or charges (“Fees”) that customers felt were imposed without sufficient notification. For purposes
of improving customer service, addressing the issues raised in these complaints, and reducing the volume
of such complaints, this Information Memo will set forth and clarify “best practices” regarding initial customer
notification of Fees for the type of account being opened, and subsequent customer notification prior to
increases in those Fees. The Exchange will further explore whether there is a need for rule-making in this
area in the near future.

BEST PRACTICES REGARDING CUSTOMER NOTIFICATION OF SERVICE FEES

Members and member organizations have a responsibility to adhere to the principles of good business
practice in the conduct of their business affairs. In this regard, good business practices would dictate that
members and member organizations do the following:

1. When opening accounts, provide customers with written notification of all Fees that are in effect for the type
of account being opened at the time of account opening, or scheduled to take effect within 30 days of account
opening.

2. Mail written notification of any increase in Fees, at least 30 days prior to the increase, to the last known
address of every customer whose account is subject to such fees.

3. Modes of written notification OTHER THAN traditional letters whose sole purpose is to inform customers
of Fee increases, such as “statement stuffers” (written notices of increased Fees included with account
statements), newsletters, or announcements of increased Fees included in the account statements
themselves, should contain clear, concise, conspicuously located information about the Fee increases. In
other words, notices of Fee increases should be written in “plain English,” and should not be “buried” among
other text, circulars, or correspondence.

4. Post all Fees on any internet website maintained for the purpose of communication or interaction with
customers. Post all anticipated Fee changes, and the projected date of those changes, to such websites.
Promptly update such websites to reflect Fee changes.

5. Reasonable means may be utilized when providing written notification of Fee increases to customers.
For example, if a sizeable mailing would be required to fully describe one or more Fee increases, it might be
reasonable to send a brief written correspondence alerting customers to pending Fee increases, together
with instructions on how to obtain a more detailed written description of the increases (such description might
also be posted on an internet website). Likewise, if the only pending Fee increase is de minimus, such as a
surcharge to recoup postage costs, written notification to customers may be delayed to allow for inclusion in a
subsequent written notification.
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If you have any questions regarding this Information Memo, please contact your Finance Coordinator, or Ron
Rubin at (212) 656-4426.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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June 8, 2005

   TO: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, CHIEF OPERATING OFFICER,
OPERATIONS PARTNER AND LEGAL AND COMPLIANCE DEPARTMENTS

SUBJECT: SPECIALIST DESTABILIZING DEALER TRADES IN EXCHANGE TRADED FUNDS - RULE 104

The Securities and Exchange Commission has recently approved an amendment to Exchange Rule 104.10,
relating to specialist trading in an investment company unit (the “unit”), as that term is defined in Section
703.16 of the Listed Company Manual, or a Trust Issued Receipt (the “receipt”) as that term is defined in Rule
1200 (hereinafter referred to as “exchange traded funds or “ETFs”). As described more fully below and in the
amended rule text (attached), the amendment will permit specialists to buy ETFs on plus ticks and sell ETFs
on minus ticks without obtaining Floor Official approval for the transaction.

New York Stock Exchange Rule 104 governs specialists' dealings in their specialty stocks. In particular, Rules
104.10(5) and (6) describe certain types of transactions that are not to be effected unless they are reasonably
necessary to render the specialist's position adequate to the needs of the market. In effect, these restrictions
generally require specialists' transactions for their own accounts to be “stabilizing” (i.e., against the trend of
the market) and prohibit specialists from making transactions that are “destabilizing” (i.e., with the market
trend by buying on plus ticks and selling on minus ticks), except with the approval of a Floor Official.

ETFs are based on a portfolio of underlying securities and are derivatively priced based upon the value of
those securities. Therefore, it would not be likely that specialists would be able to effect ETF transactions for
their own accounts in a manner that would lead the market price in those securities, even if the transactions

were effected on destabilizing ticks. The Commission has previously recognized this aspect of ETFs. 1  
Accordingly, the Exchange has eliminated the current restriction on the ability of specialists to buy ETFs
on plus ticks or sell ETFs on minus ticks without Floor Official approval for the transactions. Specialists are
reminded that these and other transactions for their own account in specialty stocks must meet the test of
reasonable necessity.

The amended rule is attached as Exhibit A.

Questions concerning the matters discussed in this Memo may be directed to Thomas Raimonde, Director,
Specialist Surveillance at 212 656-2219 or Jerome Reda, Director, Specialist Surveillance at 212 656 5354,
both of the Division of Market Surveillance.

Robert A. Marchman

Executive Vice President

Market Surveillance

EXHIBIT A

Additions underscored

Deletions [ bracketed ]

Dealings by Specialists

Rule 104 (a) No specialist shall effect on the Exchange purchases or sales of any security in which such
specialist is registered, for any account in which he, his member organization or any other member, allied
member, or approved person, (unless an exemption with respect to such approved person is in effect
pursuant to Rule 98) in such organization or officer or employee thereof is directly or indirectly interested,
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unless such dealings are reasonably necessary to permit such specialist to maintain a fair and orderly market,
or to act as an odd-lot dealer in such security.

(b) No change

Supplementary Material:

Functions of Specialists

.10 Regular specialists.-Any member who expects to act regularly as specialist in any listed stock and to
solicit orders therein must be registered as a regular specialist.

The function of a member acting as regular specialist on the Floor of the Exchange includes, in addition to
the effective execution of commission orders entrusted to him, the maintenance, in so far as reasonably
practicable, of a fair and orderly market on the Exchange in the stocks in which he is so acting. This is more
specifically set forth in the following:

No change (1) through (6)

(7) The requirement to obtain Floor Official approval for transactions for a specialist's own account contained
in subparagraphs (5)(i)(A), (B) and (6)(i)(A) above shall not apply to transactions effected [ for the purpose
of bringing the price of ] in an investment company unit (the “unit”), as that term is defined in Section 703.16
of the Listed Company Manual, or a Trust Issued Receipt (the “receipt”) as that term is defined in Rule
1200 [ into parity with the value of the index on which the unit is based, with the net asset value of the
securities comprising the unit or the receipt, or with a futures contract on the value of the index on which
the unit is based ] . Nevertheless such transactions must be effected in a manner that is consistent with the
maintenance of a fair and orderly market and with the other requirements of this rule and the supplementary
material herein.

No change to remainder of rule

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release No. 49087 (January 15, 2004), 69 FR 3622 (January 26, 2004)
("[T]he Commission believes that because ETFs are priced derivatively, an Exchange specialist would
not be able to manipulate the pricing of an ETF.").
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June 6, 2005

   ATTENTION: CHIEF EXECUTIVE OFFICER, FINANCIAL & OPERATIONS OFFICER, MANAGING
PARTNERS, CREDIT AND MARGIN DEPARTMENTS, COMPLIANCE AND LEGAL DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AGENCY LENDING DISCLOSURE INITIATIVE

Staff of the Securities and Exchange Commission (“SEC”) raised concerns regarding the level of
transparency and information disclosure in agency securities lending transactions and the impact on credit
and regulatory capital monitoring. The longstanding practice in the broker-dealer industry was to record
agency securities lending transactions at the agent level, with little or no details disclosed regarding the
transactions with, or exposure to, the underlying principal lenders. Staff of the SEC concluded that in order
to comply with existing financial responsibility rules, particularly the net capital rule, broker-dealers engaged
in the business of agency securities lending must: (i) maintain books and records of loan activity with each
underlying principal lender, (ii) monitor credit exposure to each underlying principal lender, and (iii) calculate
regulatory capital exposure to each underlying principal lender.

Subsequent discussions on this issue between regulators and the industry began in January 2003. These
discussions, which included staff of the SEC, the Exchange, the NASD, the Federal Reserve Bank of New
York and the Securities Lending Division and Capital Committee of the Securities Industry Association
(“SIA”), led to the formation, in January 2004, of the Agency Lending Disclosure Taskforce (“Industry
Taskforce”). The Industry Taskforce consists of representatives from the SIA (Securities Lending Division and
Capital Committee), the Risk Management Association’s Committee on Securities Lending, The Bond Market
Association, DTCC, and technology vendors that support securities lending.

The Industry Taskforce was created to coordinate efforts and facilitate the development of processes and
technical standards to support compliance with the regulatory requirements established by the SEC. In order
to accomplish its missions, the Industry Taskforce is organized into five working groups: Regulatory Capital,
Credit, Infrastructure, Legal and Testing. In May 2004, the Industry Taskforce engaged Capco as a project
manager to provide support for the Agency Lending Disclosure Initiative.

Dialogue between regulators and the Industry Taskforce has been ongoing in order to come to agreement
on an industry approach to improve agency securities lending disclosure. The discussions have focused
on improving transparency by having agent lenders provide data that will permit broker-dealers’ Credit
and Regulatory Capital groups to accurately and adequately monitor credit exposure and calculate capital
requirements based on securities loans with the underlying principal lender executed under securities lending
agreements. While the transmission of this data will not require broker-dealers to book the individual loan
contracts by principal lender, the records provided are to be retained by broker-dealers in accordance with
existing regulations applicable to books and records.

The Industry Taskforce has drafted documents summarizing the industry deliverables in order to ensure
agreement with the regulators. Among the documents is a specific timeline for the Agency Lending Disclosure
Initiative, which is expected to be complete by the first quarter of 2006.

Members and member organizations that engage in the business of agency securities lending should be
aware of the Agency Lending Disclosure Initiative. The purpose of the Agency Lending Disclosure Initiative
is to establish uniform processes to assist members and member organizations in their compliance with
existing rule requirements related to books and records, net capital, and internal controls when engaged
in agency securities lending activities. Information on the efforts and all material produced by the Industry
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Taskforce regarding the Agency Lending Disclosure Initiative can be found on their website at http://
www.agencylending.capco.com.

Based upon the current project plan, members and member organizations that engage in the business of
agency securities lending should be aware of the following upcoming milestones established by the Industry
Taskforce:

Credit

• July 2005 – By July 1st, borrowers will need to have completed testing of the systems for credit eligibility
checks and need to be able to receive incremental add/delete requests for credit pre-qualification for new
principals. This includes borrowers connecting directly to DTCC, as well as through vendor systems, such as
EquiLend or SunGard systems.

• August 1 through October 31, 2005 – During this period, borrowers will need to perform credit eligibility
checks for all existing principals who had been previously approved counterparties lending through agent
lenders.

Regulatory Capital

• September 2005 – By September 1st, borrowers will need to have in place the systems and procedures to
test the daily loan data file receipt process with their vendors or directly with DTCC as applicable.

• September 1, 2005 through January 31, 2006 – During this period, borrowers will be conducting testing
and preparing for implementation.

• March 2006 – By March 1st, borrowers should be fully integrated with their vendors or DTCC and fully
implemented.

For information regarding infrastructure and technology, please contact your vendor or DTCC. For any
other information, or answers to questions regarding the Agency Lending Disclosure Initiative, please visit
the website noted above or contact the Capco Project Management Office. All contacts are available at:
www.agencylending.capco.com/contacts.htm

Questions regarding this Information Memo may be directed to Yui Chan at (212) 656- 8115.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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June 3, 2005

   ATTENTION: FLOOR MEMBERS, CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, COMPLIANCE
AND LEGAL DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: REVISED - USE OF THE DISPLAY BOOK FREEZE MODE - EXCHANGE RULE 79A.15 AND
SECURITIES EXCHANGE ACT RULE 11AC1-4

This Memo revises and supersedes previously-issued Information Memo 05-35, originally dated May
13, 2005. This Revised Information Memo clarifies that it is not appropriate to freeze the book (among other
times) while arranging a complicated trade. Rather, the specialist may freeze the book to report a trade that
has already been fully arranged and priced. This Revised Information Memo also clarifies that where the
specialist needs to issue multiple trade reports, the two reports need not be at the same price or different
prices in order to utilize the freeze.

Executive Summary

Specialists are reminded that extended use of the freeze mode beyond that absolutely necessary to complete
a transaction involving multiple reporting templates may be deemed to violate the Securities and Exchange
Commission’s and the Exchange’s limit order display rules – Securities Exchange Act (“Exchange Act”) Rule
11Ac1-4 and Exchange Rule 79A.15. Such violations may result in formal disciplinary action being taken
against the specialist. Specialists are also reminded that they must have adequate supervisory policies and
procedures to detect and deter limit order display rule violations that result from inappropriate use of the

freeze mode. 1 

Background

A specialist “freezes” the Display Book each time a trade is reported or by striking the freeze key on the
Display Book keyboard (“freeze mode”). When the Display Book is in a freeze mode, incoming customer
orders through the Designated Order Turnaround System (“SuperDot”), as well as order cancellations, are not
displayed or processed; instead, SuperDot orders queue in the system until the Display Book is unfrozen.

Rule 11Ac1-4 under the Exchange Act generally requires that a specialist display immediately upon receipt
those customer orders that would improve the specialist’s quoted price and/or size. NYSE Rule 79A.15
contains a parallel provision. Displayeligible customer limit orders that queue in the system during a freeze
are not immediately displayed. Thus, as the Exchange has previously communicated, freezing the book may
constitute a violation of Exchange Act Rule 11Ac1-4 and Exchange Rule 79A.15, depending on facts and
circumstances. In addition, inappropriate use of the freeze mode may constitute a violation of other SEC
and NYSE rules. As the Exchange also has previously communicated, specialists should use the Display
Book freeze mode for extremely brief periods of time and in limited circumstances. As a general matter, the
freeze should only be used in instances involving a single trading decision that requires the use of
multiple report templates to report the trade to the consolidated tape.

Use of the Freeze Mode

While the appropriateness of a freeze (basis and length) is a facts and circumstances determination, the
Exchange has attempted to outline below the limited situations in which use of the freeze mode may be
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acceptable. As noted above, the freeze should only be used in instances involving a single trading
decision that requires multiple templates.

When a specialist is in the process of reporting a complicated trade involving multiple crowd
participants: When a specialist has assembled a large block of shares (e.g., at least 10,000 shares or
$200,000 in value) to trade , has brought together multiple buyers and/or sellers, and has negotiated a price,
the specialist may use the freeze mode and execute the transaction, and report the trade to the Consolidated
Tape. In this case, the freeze may be appropriate only where the specialist must use more than one reporting
template to report out all parties to the trade. This is not a blanket exemption that allows a specialist to
explicitly freeze the Display Book simply to “put on trades.” Rather, the appropriateness of using the freeze
mode in these instances will be dictated by the necessity to use two or more templates.

In cases where the specialist needs to issue multiple trade reports to complete a transaction: There
are times when a specialist intends to trade part of a large block and then “clean up” the balance at a different
price in a subsequent transaction, consistent with Exchange rules. For example, the specialist receives a
market order to buy 10,000 shares of XYZ stock and 1,000 shares are offered at the inside market. The
specialist reports a trade on 1,000 shares at the offer price and intends to report the balance of 9,000 at the
“clean-up” price, resulting in two prints. To preclude a situation where additional orders or cancellations arrive
on the Display Book in the interim between these two reports concerning XYZ, the specialist may explicitly
freeze the book for a brief period of time.

A freeze may also be appropriate in the context of stop and CAP orders, in instances where the specialist
must use one template to report the electing volume and then immediately use a second template to report
the elected volume of the stop or CAP. As always, these reports must be done in seriatim.

In the case of commitments to trade sent through the Exchange to another Intermarket Trading
System (“ITS”) market participant system: There are times when a specialist must send a commitment
to another ITS market to comply with tradethrough obligations. In these cases, a specialist may freeze the
Display Book only for the shorter of the time it takes the specialist to receive a response (e.g., execution or
cancel) from an away market and report the trade or the expiration of the commitment (e.g., 30 seconds).

In all of the above situations, the specialist should freeze the Display Book only for the period of time that is
absolutely necessary to complete the discrete transaction, after which the Display Book must be immediately
returned to its normal method of operation.

Member Firm Compliance

Specialist member firms are reminded that pursuant to Exchange Rule 342 they must have adequate
supervisory policies and procedures to detect and deter limit order display violations, and in particular
inappropriate use of the freeze mode. To assist in this regard, the Exchange continues to provide statistical
reports to the specialist member firms that list individual explicit freezes where at least one order existed
on the Display Book at the time of the freeze. These reports detail the duration of the freeze and denote
any applicable ITS commitments during a freeze. Firms should not rely solely on the statistical reports the
Exchange provides to specialists on a weekly basis to meet their supervisory obligations. Rather, firms should
use these report in conjunction with a robust compliance program that includes supervisory procedures that
are adequate to detect and deter violations of NYSE and SEC rules.

Questions concerning the compliance with the limit orders display rules or use of the Display Book freeze
mode may be directed to Jerome Reda, Director, Specialist Surveillance, at (212) 656-5354; Thomas
Raimonde, Director, Specialist Surveillance, at (212) 656-2219; or Sue Lui-Facendola, Director, Specialist
Surveillance, at (212) 656- 4347.

___________________________

Robert A. Marchman

Executive Vice President
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Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  All members and member organizations are also advised that the Display Book freeze mode function will
no longer be available when the Exchange implements its hybrid market system.
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May 27, 2005

   ATTENTION: FLOOR MEMBERS, CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, COMPLIANCE
AND LEGAL DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: REQUIREMENTS FOR CONDUCTING A PUBLIC BUSINESS ON THE TRADING FLOOR;
FLOOR COMMUNICATIONS

This Information Memo updates NYSE Information Memo No. 01-41, dated November 21, 2001. It outlines
existing Exchange policy and other regulatory requirements related to members and member organizations
conducting, or intending to conduct, a public business on the Exchange Floor.

Series 7 / 7A Registration, Dual Employment, and “Pork Chop” Arrangements

A member or other natural person (e.g., a trading assistant), associated with a member or member
organization approved to conduct a public business, must pass the Series 7 Examination before conducting a

public business on the Floor with other than “professional customers.” 1   A member or other natural person,
associated with such member or member organization, seeking to conduct a public business from the Floor
solely with professional customers must pass either the Series 7 or the Series 7A Examination. All registration

candidates must submit a Form U4 2   and a fingerprint card to Web CRD. Members, or employees thereof,
that anticipate conducting a public business need not be associated with a member organization to sit for the
Series 7 or 7A Examinations, nor are they required to satisfy the four-month training requirement prescribed
under NYSE Rule 345.15.

A member (e.g., sole proprietor) who is not approved to conduct a public business may also become
associated as a part-time registered representative (i.e., Series 7 or 7A qualified) with another member
or member organization that is approved to do business with public customers. The member or member
organization employing such part-time registered representative is responsible for supervising such person’s
activities performed on its behalf. Accordingly, the public customer accounts of the part-time registered
representative must be recorded on the books of the employing member or member organization and such
employing member or member organization is responsible for knowing the customers pursuant to NYSE Rule
405 and for monitoring the activity of the customer accounts.

Such member or member organization employers must bill and receive all commissions generated from the
public business and then may make payment to the registered representative. Registered representatives
may not bill public customers directly.

In all dual employment situations, both the primary and secondary employers must file a Form U4. Each Form
U4 must reflect all employment associations of the named individual. Compensation paid by the secondary
employer not related to “supervisory” activities may be reflected on either Form W-2 or Form 1099.

Floor employees, such as Trading Assistants, who are party to “pork chop” 3   arrangements are subject to
the requirements outlined above with respect to both registration and supervision.

General Guide for Conducting a Public Business on the Trading Floor

Members and member organizations that transact business with public customers must:
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• Provide for supervision of full-time and part-time registered representatives (see NYSE Rule 342) by a
Series 9/10 Examination (“Branch Office Manager”) qualified individual. If there are four or more registered
persons conducting a public business on the Floor, the Series 9/10 Examination qualified individual must be
on site.

• Employ a qualified Compliance Official. 4   If income generated by the public business of the member or
member organization is greater than $500,000 the Compliance Official must pass the Series 14 Examination
(“Compliance Official Qualification Examination”).

• Employ a Series 27 Examination (“Financial and Operations Principal”) or Series 28 Examination
(“Introducing Broker-Dealer/Financial and Operations Principal”) qualified person, as applicable.

• Ensure that any person having the status or performing the function of “principal executive officer” qualifies

as an allied member. 5 

• Comply with applicable state registration requirements 6   prescribed for conducting a public business.

• Provide for an annual audit of financial statements and reports conducted in accordance with the audit
requirements of the Exchange and of the applicable requirements of the SEC by independent public
accountants (see NYSE Rule 418).

• Meet capital requirements prescribed for conducting a public business (see Securities Exchange Act Rule
15c3-1 and NYSE Rules 325 and 326).

• Maintain fidelity bond coverage (see NYSE Rule 319).

• Maintain P&S blotters, order tickets, and account documents and make them available for Exchange review

(see Exchange Act Rules 17a-3 and 17a-4 and NYSE Rules 410, 418 and 440). 7 

• File and update organizational documents, as required (see NYSE Rules 304, 311, 312 and 313).

• Maintain a current Form BD (see Exchange Act Rule 17a-3(a)(12)(i)(H)).

• File FOCUS PART IIA quarterly (see Exchange Act Rule 17a-5(a)(2)(i)/02 in the NYSE Interpretation
Handbook).

• Be party to an approved carrying agreement pursuant to NYSE Rule 382.

• Comply with “Know your Customer” responsibilities (see NYSE Rule 405).

• Promptly update all applicable organizational information related to conducting a public business via the

Exchange’s Electronic Filing Platform (“EFP”) and certify quarterly that such information is accurate. 8 

• Ensure that the member’s or member organization’s Anti-Money Laundering Compliance Program (required

pursuant to NYSE Rule 445) adequately addresses the public business conducted. 9 

• Ensure that the member’s or member organization’s Business Continuity Plan (required pursuant to NYSE

Rule 446) adequately addresses public customers. 10 

Errors and Erroneous Reports

Members are reminded of the requirements of Exchange Rule 134(d) which prohibits a member from
effecting transactions on the floor unless such member (a) maintains an error account at a registered broker
or dealer in the member’s name or in the name of the member organization which with the member is
associated, or (b) such member participates in an error account established for a group of members (e.g. The
Floor Members Emergency Fund”). A member shall maintain only one error account in which all bona fide
error transactions are to be processed and recorded. Note that if a member participates in the Floor Member
Emergency Fund for insurance purposes only, then errors may be processed in a separate error account. If,
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however, a member uses the Floor Emergency Fund to process errors, then the member may not utilize any
other error account.

Records pertaining to each error transaction, including the audit trail data elements prescribed in Exchange
Rule 132, must be maintained and preserved pursuant to the requirements of Exchange Act Rule 17a-4. In
addition, members are reminded of the requirement to report any error transaction that results in a profit of
more than $500, or for more than $3000 in any calendar week (NYSE Rule 134.40).

Exchange Rule 411(a) governs “erroneous reports,” which refers to situations where an order is executed
pursuant to its terms, but the execution detail is incorrectly reported. Subject to the conditions specified in
Exchange Rule 411(a)(ii), a non-member for whom a member executed an order, but rendered an erroneous
report thereto, may treat the terms of such erroneous report as though they were the terms of the actual
auction market trade. A member may process the contra-side to the actual auction market trade and the
erroneous report in his error account. Alternatively, a specialist can accommodate the member and take the
“error” into its error account. In either case, the member assumes any loss from the erroneous report, with
any profit paid to the New York Stock Exchange Foundation.

Floor Communications

NYSE Rule 36 (“Communications Between Exchange and Members’ Offices”) states that “[n]o member or
member organization shall establish or maintain any telephonic or electronic communication between the
Floor and any other location without the approval of the Exchange.” Thus, private cell phones, whether used
by employees or guests, may not be used on the Trading Floor. However, on April 11, 2003, Rule 36 was

amended to add Rule 36.20, 11   which provides:

With the approval of the Exchange, a member or member organization other than a specialist or specialist
member organization may maintain a telephone line or use an Exchange authorized and provided portable
telephone which permits a non-member off the Floor to communicate with a member or member organization
on the Floor. In addition, any Floor broker receiving orders from the public over portable phones must be
properly qualified under Exchange rules (including NYSE Rules 342 and 345) to conduct such business. The
use of a portable telephone on the Floor other than one authorized and issued by the Exchange is prohibited.

For additional information regarding telephone communication links with the Floor, reference should be made
to NYSE Information Memos No. 87-16 and 03-18.

Furthermore, the only permissible use of wireless data devices on the Floor is through the Exchange’s
policy regarding the use of wireless communications devices on the Floor ("Wireless Policy"), which has

been filed with and approved by the SEC. 12   The current Wireless Policy prohibits use by members and
member organization personnel of such devices as “Blackberrys,” wireless text pagers, or cellular telephones
(except by Floor brokers who have been approved to use Exchange authorized and issued portable phones
as part of a pilot program approved by the SEC). Violations of these provisions could subject members,
member organizations and their employees to regulatory action. For additional information concerning
Floor communications, please refer to NYSE Information Memos No. 02-60 and 05-5 as well as Market
Surveillance Member Education Bulletins 2003-4 and 2005-6.

Questions regarding the “Errors and Erroneous Reports” section of this memo may be directed to Robert Nofi
at (212) 656-2892. Questions regarding the “Floor Communications” section may be directed to Dave Bartges
at (212) 656-6834 or to Gary Campagne at (212) 656-6761. Other questions may be directed to Stephen
Kasprzak at (212) 656-5226, to Ron Rubin at (212) 656-4426, or to your Finance Coordinator.

___________________________

Grace B. Vogel

Executive Vice President
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Footnotes

1  A professional customer includes a bank, trust company, insurance company, investment trust, state or
political subdivision thereof, charitable or nonprofit educational institution regulated under the laws of
the United States, or any state, or pension or profit sharing plan subject to ERISA or of an agency of the
United States or of a state or a political subdivision thereof or any person who has a net worth of at least
$45 million of which $40 million are financial assets (NYSE Interpretation Handbook Rule 345.15/02).

2  Uniform Application for Securities Industry Registration or Transfer.
3  “Pork chop” is a Floor term that refers to an arrangement where a Floor employee at a booth answers

the phone, receives an order for, and passes such order to, and is compensated by, a Floor broker other
than the registered owner of the booth.

4  See NYSE Rule 342.13.
5  See NYSE Rules 311(b)(5), 304(b), and their Interpretations.
6  State registration requirements apply based on the residence of the beneficial owner of the account,

not the person who enters the order (e.g., money manager or investment adviser). Since registration
requirements differ from state to state, members or member organizations planning to utilize Exchange
issued cell phones to conduct a public business with clients should contact their attorneys or compliance
staff for further information about state requirements. See also NYSE Information Memo No. 03-18.

7  For more information regarding record retention requirements, see NYSE Information Memos No. 03-07,
03-16, and 03-51.

8  See NYSE Information Memo 04-61.
9  See NYSE Information Memos No. 02-21, 02-34, 02-46, 02-64, and 03-32.

10  See NYSE Information Memo No. 04-24.
11  See Securities Exchange Act Release No. 47671 (April 10, 2003), 68 FR 19048 (April 17, 2003)

(SRNYSE-2002-11).
12  See Securities and Exchange Act Release No. 35931 (June 30, 1995), 60 FR 35767 (July 11, 1995)

(SR-NYSE-95-22); See also Securities and Exchange Act Release No. 39379 (December 1, 1997), 62
FR 64615 (December 8, 1997) (SR-NYSE-97-17).
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May 13, 2005

   ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER AND CHIEF COMPLIANCE
OFFICER AND CHIEF FINANCIAL OFFICER/PARTNER AND REGULATORY REPORTING DEPT.

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: RULE 440H (“TRANSACTION FEES,” TO BE RENAMED “ACTIVITY ASSESSMENT FEES”) -
AMENDED RULE AND PROCEDURES SCHEDULED FOR JUNE 1, 2005

The Securities and Exchange Commission recently adopted new Rule 31 1   regarding the calculation,
payment, and collection of Section 31 fees, and the Exchange is near completion of new systems necessary
for compliance with the revised SEC rule. On June 1, 2005, the Exchange expects to employ these new
systems and file an amendment to NYSE Rule 440H for immediate effectiveness, thereby inaugurating

new procedures for the calculation, payment, and collection of the Activity Assessment Fees 2   it charges
members and member organizations (“the Membership”). This Information Memo is being distributed in
advance of the changes to explain the new procedures to the Membership, and to inform them of their
responsibilities under the revised Rule 440H.

Background

Rule 440H (“Transaction Fees”) 3   currently requires each member or member organization engaged in
clearing or settling transactions effected upon the Exchange to pay to the Exchange as a “Transaction Fee” a

sum equal to the dollar amount as prescribed in Section 31 of the Securities Exchange Act of 1934 4   based
on the total aggregate dollar sales volume the member or member organization has reported monthly on its
Form 120-A. Historically, the funds collected by the Exchange from members and member organizations
pursuant to Rule 440H were remitted in their entirety to the SEC.

On June 28, 2004, the Commission adopted new Rule 31, and established new procedures to govern the
calculation, payment, and collection of fees and assessments on securities transactions owed by national
securities exchanges and national securities associations (collectively, “self-regulatory organizations” or

“SROs”) to the Commission pursuant to Section 31 of the Exchange Act. 5   Under the new procedures,
each SRO uses new Form R31 to provide the Commission with data on its securities transactions. Utilizing a
single, uniform methodology for all SROs, the Commission uses this data to calculate the amount of fees and
assessments due. The Commission then presents each SRO with a bill equal to the aggregate dollar amount
of its covered sales during the computational period multiplied by the fee rate under Section 31(b) or Section

31(c) of the Exchange Act applicable to covered sales for that computational period. 6 

One effect of the new Commission procedures was to explicitly sever any implied connection between
fees the Commission charges SROs and fees the SROs charge their memberships, as well as any implied

connection between those fees and any fees the SRO member organizations charge their customers. 7   In
theory, the Exchange could bill the Membership for Activity Assessment Fees in amounts unrelated to the

Exchange's Section 31 fees. 8   However, the Exchange currently seeks to continue its policy of collecting
from the Membership Activity Assessment Fees that, as accurately as possible, equal the Exchange's Section
31 fees. In other words, the Exchange intends to pass the exact amount of its Section 31 fees through to the

Membership via Activity Assessment Fees. 9 
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New Procedures for Billing and Collecting Activity Assessment Fees from the Membership

The Exchange expects that, on June 1, 2005, it will end the current “self-reporting” (i.e., Form 120-A)
procedures related to Activity Assessment Fees, and will begin directly billing all members and member
organizations engaged in clearing activities. Activity Assessment Fees will be assessed for all covered
securities transactions whose settlement dates fall within the applicable computational period, and will be
calculated based on securities transaction data reported by the Depository Trust & Clearing Corporation
(“DTCC”).

Until further notice, the computational periods will be the calendar months. The Exchange will send Activity
Assessment Fee bills on the first day of each month, and payment of those bills will be due by the tenth day
of that month. For example, on July 1, 2005, the Exchange will send each member and member organization
a bill for Activity Assessment Fees on all of their covered trades with settlement dates between June 1, 2005
and June 30, 2005. Payment of those bills will be due by July 10, 2005.

DTCC will continue to send each member and member organization the “contract sheets” (reports detailing
intraday trading activity) that it currently sends every day. The Exchange will supplement the contract sheets
with reports detailing each member and member organization's trades in Crossing Sessions 2, 3, and 4,
thereby providing the Membership with all the data necessary for reconciliation and confirmation of accurate
Activity Assessment Fee billing.

Amendment to Rule 440H

Under these new procedures, the Membership will no longer be required to complete Form 120-A. Therefore,
the proposed amendment to Rule 440H will delete the (relatively lengthy) language in the rule related to
Form 120-A. The amended rule will consist of a more concise requirement that the Membership pay Activity
Assessment Fees at such times and intervals as prescribed by the Exchange, and a description of how the
Exchange will calculate those fees. The title and language of the amended rule will also reflect the change in
terminology from “Transaction Fees” to “Activity Assessment Fees.”

Guidelines for Member Organizations that Choose to Charge Their Customers Fees

As noted above, the new SEC procedures and the amended Rule 440H eliminated any implied connection

between Section 31 fees, Activity Assessment fees, and the Membership's fees to their customers. 10  
In other words, so long as the names or descriptions of fees charged to Membership customers do not
imply a connection to Section 31 fees, the Exchange's Activity Assessment Fees, or any other fees those
customers are not required to pay (e.g., “regulatory fees”), the Membership has discretion as to the fees it
charges its customers. Thus, member organizations that choose to pass their Activity Assessment
Fees through to their customers are not required to follow any specific procedures, but they must
be particularly careful to avoid labeling their fees with any name that suggests that such fees are
imposed or mandated by the SEC, the Exchange, or some other regulatory body.

Questions concerning the Memo may be addressed to:

Patrick Boyle - 212-656-2744 - pboyle@nyse.com

Jose Moncayo - 212-656-2914 - jmoncayo@nyse.com

Ronald Rubin - 212-656-4426 - rrubin@nyse.com

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation
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Footnotes

1  17 CFR 240.31.
2  The Exchange has changed the name of its "Transaction Fees" to "Activity Assessment Fees," and

currently uses the new name exclusively.
3  The title of Rule 440H will remain "Transaction Fees" until the proposed rule change becomes effective.

The amended Rule 440H will be titled "Activity Assessment Fees."
4  15 U.S.C. 78ee.
5  See Release No. 34-49928, http://www.sec.gov/rules/final/34-49928.htm.
6  If the Section 31 fee rate changes in the middle of a "traditional" computation period (e.g., in the middle

of a quarter), the computational period may be broken up to facilitate appropriate application of the old
and new fee rates.

7  In Rule 31's adopting release, the Commission noted that in practice, "SROs obtain the funds to pay
Section 31 fees and assessments by assessing charges on their members, and the members in turn
pass these charges to their customers." The Commission stressed that Section 31 "does not address the
manner or extent to which covered SROs may seek to recover the costs of their Section 31 obligations
from their members. Nor does Section 31 address the manner or extent to which members of covered
SROs may seek to pass any such charges on to their customers." See http://www.sec.gov/rules/
final/34-49928.htm, Section II.B.IV ("Reconciliation of Fees Paid to Funds Collected by Covered SROs").

8  Section 31 fees are identified as "SEC Activity Remittances" in all Exchange financial reports.
9  The Exchange has incurred, and continues to incur, the costs of developing systems necessary

for compliance with the new SEC procedures, and for calculation and billing of the related Activity
Assessment Fees. The Exchange reserves the right to bill the Membership some form of assessment to
offset these or other Section 31-related costs.

10  Information Memo No. 04-42, dated August 5, 2004, notified the Membership that the new SEC
procedures, and the fact that Rule 440H does not dictate whether or how members or member
organizations should charge customers to recover amounts paid to the Exchange, rendered the
instructions in the "Calculation of Fees - Rounding Up" section of Information Memo No. 01-51
inapplicable, and that "the Commission disapproves of the practice of naming fees in customers' trade
confirmations ‘ Section 31 Fees’ or ‘SEC Fees.’" Also, SR-NYSE-2004-45, which was approved by
the SEC on September 20, 2004, added Interpretation /01 to Rule 440H: "Members and member
organizations should disregard the ‘Calculation of Fees - Rounding Up’ section of Information Memo No.
01-51."
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May 13, 2005

   ATTENTION: FLOOR MEMBERS, CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, COMPLIANCE
AND LEGAL DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: USE OF THE DISPLAY BOOK FREEZE MODE - EXCHANGE RULE 79A.15 AND SECURITIES
EXCHANGE ACT RULE 11Ac1-4

Executive Summary

Specialists are reminded that extended use of the freeze mode beyond that absolutely necessary to complete
a transaction involving multiple reporting templates may be deemed to violate the Securities and Exchange
Commission's and the Exchange's limit order display rules - Securities Exchange Act (“Exchange Act”) Rule
11Ac1-4 and Exchange Rule 79A.15. Such violations may result in formal disciplinary action being taken
against the specialist. Specialists are also reminded that they must have adequate supervisory policies and
procedures to detect and deter limit order display rule violations that result from inappropriate use of the

freeze mode. 1 

Background

A specialist “freezes” the Display Book each time a trade is reported or by striking the freeze key on the
Display Book keyboard (“freeze mode”). When the Display Book is in a freeze mode, incoming customer
orders through the Designated Order Turnaround System (“SuperDot”), as well as order cancellations, are not
displayed or processed; instead, SuperDot orders queue in the system until the Display Book is unfrozen.

Rule 11Ac1-4 under the Exchange Act generally requires that a specialist display immediately upon receipt
those customer orders that would improve the specialist's quoted price and/or size. NYSE Rule 79A.15
contains a parallel provision. Display-eligible customer limit orders that queue in the system during a freeze
are not immediately displayed. Thus, as the Exchange has previously communicated, freezing the book may
constitute a violation of Exchange Act Rule 11Ac1-4 and Exchange Rule 79A.15, depending on facts and
circumstances. In addition, inappropriate use of the freeze mode may constitute a violation of other SEC
and NYSE rules. As the Exchange also has previously communicated, specialists should use the Display
Book freeze mode for extremely brief periods of time and in limited circumstances. As a general matter, the
freeze should only be used in instances involving a single trading decision that requires the use of
multiple report templates to report the trade to the consolidated tape.

Use of the Freeze Mode

While the appropriateness of a freeze (basis and length) is a facts and circumstances determination, the
Exchange has attempted to outline below the limited situations in which use of the freeze mode may be
acceptable. As noted above, the freeze should only be used in instances involving a single trading
decision that requires multiple templates.

When a specialist is in the process of arranging a complicated trade involving multiple crowd
participants. Use of the freeze mode may be appropriate when a specialist is assembling a large block of
shares (e.g., at least 10,000 shares or $200,000 in value) to trade and requires time to bring together multiple
buyers and/or sellers, find a price, execute the transaction, and report the trade to the Consolidated Tape. In
this case, the freeze may be appropriate only where the specialist must use more than one reporting template
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to report out all parties to the trade. This is not a blanket exemption that allows a specialist to explicitly freeze
the Display Book simply to “put on trades.” Rather, the appropriateness of using the freeze mode in these
instances will be dictated by reasonable necessity under the circumstances of the immediate transaction
and based, in part, on the nature of the stock in question - trade volume, volatility, and extent of crowd
participation (facts and circumstances).

In cases where the specialist needs to issue multiple trade reports to complete a transaction at two
prices. There are times when a specialist intends to trade part of a large block and then “clean up” the
balance at a different price in a subsequent transaction, consistent with Exchange rules. For example, the
specialist receives a market order to buy 10,000 shares of XYZ stock and 1,000 shares are offered at the
inside market. The specialist reports a trade on 1,000 shares at the offer price and intends to report the
balance of 9,000 at the “clean-up” price, resulting in two prints. To preclude a situation where additional
orders or cancellations arrive on the Display Book in the interim between these two reports concerning XYZ,
the specialist may explicitly freeze the book for a brief period of time. A freeze may also be appropriate in the
context of stop and CAP orders, where the specialist must use one template to report the electing volume and
then immediately use a second template to report the elected volume of the stop or CAP. As always, these
reports must be done in seriatim.

In the case of commitments to trade sent through the Exchange to another Intermarket Trading
System (“ITS”) market participant system. There are times when a specialist must send a commitment
to another ITS market to comply with trade-through obligations. In these cases, a specialist may freeze the
Display Book only for the shorter of the time it takes the specialist to receive a response (e.g., execution or
cancel) from an away market and report the trade or the expiration of the commitment (e.g., 30 seconds).

In all of the above situations, the specialist should freeze the Display Book only for the period of time that is
absolutely necessary to complete the discrete transaction, after which the Display Book must be immediately
returned to its normal method of operation.

Member Firm Compliance

Specialist member firms are reminded that pursuant to Exchange Rule 342 they must have adequate
supervisory policies and procedures to detect and deter limit order display violations, and in particular
inappropriate use of the freeze mode. To assist in this regard, the Exchange continues to provide statistical
reports to the specialist member firms that list individual explicit freezes where at least one order existed
on the Display Book at the time of the freeze. These reports detail the duration of the freeze and denote
any applicable ITS commitments during a freeze. Firms should not rely solely on the statistical reports the
Exchange provides to specialists on a weekly basis to meet their supervisory obligations. Rather, firms should
use these report in conjunction with a robust compliance program that includes supervisory procedures that
are adequate to detect and deter violations of NYSE and SEC rules.

Questions concerning the compliance with the limit orders display rules or use of the Display Book freeze
mode may be directed to Jerome Reda, Director, Specialist Surveillance, at (212) 656-5354; Thomas
Raimonde, Director, Specialist Surveillance, at (212) 656-2219; or Sue Lui-Facendola, Director, Specialist
Surveillance, at (212) 656-4347.

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Footnotes

1  All members and member organizations are also advised that the Display Book freeze mode function will
no longer be available when the Exchange implements its hybrid market system.
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   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS AND RESEARCH DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: PROHIBITION ON RESEARCH ANALYST PARTICIPATION IN ROAD SHOWS

Background

The Securities and Exchange Commission recently approved 1   an amendment to NYSE Rule 472
(“Communications with the Public”), which, among other things, prohibits research analysts from participating

in road shows and other communications with customers relating to investment banking services 2  
transactions (See Exhibit A). The amendment represents the latest in a series of regulatory initiatives
promulgated to address research analysts' conflicts of interest. The amendment becomes effective on June 6,
2005.

To date, Exchange regulatory efforts have resulted in: (1) SEC approval, in May 2002, of major rule changes

regarding research analysts' conflicts of interest; 3   and (2) additional changes to such rules to conform

to the Sarbanes-Oxley Act, 4   which were approved by the SEC in July 2003 5   (the “Sarbanes-Oxley
Amendments”).

Underwriters are the crucial intermediaries in the process of offering securities to the public. They provide
sales and marketing expertise to issuers during the securities offering process and publish research coverage
for companies they help bring public. Since research can impact the price of a company's securities, it is
paramount to investor protection that such research be objective, unbiased, and not the result of pressure
on an analyst from either investment banking officials or the issuer. To help achieve this goal, it is necessary
to insulate research analysts from these pressures. The effects of such pressure has taken the form of an
analyst rewarding a company (through positive research reports) for its investment banking business, or
assisting a firm's investment bankers in obtaining and maintaining investment banking relationships with a
company.

The new prohibition on research analysts' participation in road shows seeks to address potential conflicts
of interest during the periods that firms market securities offerings for issuers. The new rule should insulate
research analysts from potential undue influence of investment bankers and company management,
but not interfere with legitimate sales activities. Prohibitions on research analysts' participation in road
shows, coupled with existing prohibitions on sales and marketing efforts and research quiet periods, should
collectively mitigate the potential for conflicts of interest in the form of bised research during the critical
phases of securities offerings.

Prohibition on Participation in Road Shows

New NYSE Rule 472(b)(6) prohibits research analysts from participating in road shows related to investment
banking services transactions and from engaging in any communications regarding investment banking
services transactions with current or prospective customers in the presence of investment banking personnel
or company management. The prohibition should reduce any pressure on research analysts to give overly
optimistic assessments of investment banking services transactions. As noted in the SEC's approval order
“the prohibition on research analyst communications with customers in the presence of investment banking
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or company management will guard against research analysts being, or being perceived as, part of the
sales and marketing team for a transaction, rather than as independent sources of information.” Further, “the
proposed prohibition on research analyst participation in road shows would seek to provide for greater analyst

objectivity and guard against analysts becoming part of the investment banking team for a transaction.” 6 

Investment Banking Directed Communications

The rule also provides that investment banking department personnel are prohibited from directing research
analysts to: (1) engage in sales or marketing efforts related to investment banking services transactions;
and (2) engage in communications with current or prospective customers about investment banking services
transactions. The prohibition preserves the traditional function of research analysts (providing analysis of
securities and transactions), while placing further limitations on the ability of investment banking personnel to
influence and/or compromise the objectivity of research analyses. It is important for investor protection that
research analyst views be objective, unbiased, and not the result of pressure on an analyst.

Permitted Communications

While subject to certain prohibitions, research analysts would still be able to communicate with customers
in circumstances where investment banking and company management cannot influence analysts' truthful
assessments of investment banking services transactions.

While the rule recognizes that road shows are a common form of investment banking “sales or marketing
efforts” from which research analysts should be barred, the Exchange recognizes that certain activities do
not compromise the objectivity and independence of research analysts. Therefore, research analysts are
permitted to issue written and oral communications relating to investment banking services transactions to
current or prospective customers or internal personnel. Such communications to investors and employees
must be fair, balanced, and not misleading, while taking into consideration the overall context in which such
communications are made. As noted in the SEC's approval order, the “requirements build on existing SRO
standards for research analyst communications with the public and provide additional safeguards for research

communications with personnel within the broker-dealer.” 7 

The prohibition on research analysts' participation in road shows would not prohibit certain analysts'
communications that are permitted under the federal securities laws (i.e., research reports issued in

accordance with Rules 137, 138 and 139 under the Securities Act). 8 

Questions regarding this Information Memo should be directed to William Jannace at (212) 656-2744 or
Douglas G. Preston at (212) 656-4358.

Donald van Weezel

Vice President

Member Firm Regulation

Exhibit A

Additions are underscored.

Rule 472 Communications with the Public

Approval of Communications and Research Reports

(a)(1) - (b)(5) - No change.

Investment Banking, Research Department and Subject Company Relationships and
Communications
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(b)(6)(i) A research analyst is prohibited from directly or indirectly:

(a) participating in a road show related to an investment banking services' transaction; and

(b) engaging in any communication with a current or prospective customer(s) in the presence of
investment banking department personnel or company management about an investment banking
services transaction.

(ii) Investment banking department personnel are prohibited from directly or indirectly:

(a) directing a research analyst to engage in sales or marketing efforts related to an investment
banking services' transaction; and

(b) directing a research analyst to engage in any communication with a current or prospective
customer(s) about an investment banking services transaction.

(iii) Research analyst written and oral communications relating to an investment banking services' transaction,
with a current or prospective customer(s), or with internal personnel, must be fair, balanced and not
misleading, taking into consideration the overall context in which the communication is made.

(c) - .120 - No change.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Footnotes

1  See Release No. 34-51593 (April 21, 2005); 70 FR 22168 (April 28, 2005) (SR-NYSE-2004-24).
2  As defined under Rule 472.20, "investment banking services" includes, without limitation, acting as an

underwriter in an offering for the issuer; acting as a financial adviser in a merger or acquisition; providing
venture capital, equity lines of credit, PIPEs (private investment, public equity transaction), or similar
investments; or serving as placement agent for the issuer. The term also includes acting as a member
of a selling group in a securities underwriting (See NYSE Information Memo No. 02-26, dated June 26,
2002).

3  See Securities Exchange Act Release No. 45908 (May 10, 2002); 67 FR 34969 (May 16, 2002) (SR-
NYSE-2002-09).

4  15 U.S.C. 78o-6.
5  See Securities Exchange Act Release No. 48252 (July 29, 2003); 68 FR 45875 (August 4, 2003) (SR-

NYSE-2002-49).
6  See Release No. 34-51593, page 8.
7  See Release No 34-51593, page 11.
8  17 CFR. 230.137, 230.138 and 230.139.
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April 29, 2005

   TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: REG SHO PILOT - CONSIDERATIONS RELATING TO SELLING SECURITIES SHORT ON THE
FLOOR OF THE EXCHANGE

This is to remind members and member organizations that the Securities and Exchange Commission's (the
“Commission's”) Pilot under Reg SHO (the “Pilot”) will begin on May 2, 2005, and end on April 28, 2006.

The purpose of this Information Memo is to provide further guidance concerning the Pilot to members and
member organizations, including Floor brokers and specialists, who are engaged in trading Pilot securities on
the Floor of the NYSE.

Reg SHO Pilot Stocks

The NYSE has started to disseminate lists of Pilot securities that trade on the Exchange These are available
on the NYSE's website at www.nyse.com/regshopilot.

There are two Pilot securities lists for the NYSE:

• The Pilot A List includes NYSE-listed securities subject to the Pilot. Pilot A List securities are
exempt from the tick test at all times .

• The Pilot B List will include those NYSE-listed securities from the Russell 1000 Index. Pilot B
List securities are exempt from the tick test between 4:15 p.m. EST and the open of the
consolidated tape on the following day .

Note that Pilot A securities may also be Pilot B securities.

Members and member organizations should refer to Information Memo 05-30 regarding ongoing updates of
the Pilot securities lists and other details relating to the Pilot securities lists.

Pilot A securities will be identified at their respective Posts on the Floor by a diamondshaped icon located on
the display screen next to each security's ticker symbol.

Trading in Pilot Stocks

Members and member organizations are advised that although short sales in Pilot securities are not subject
to a tick restriction, short sale trading must nevertheless be conducted in a manner that is consistent
with all other applicable NYSE rules and the federal securities laws regarding market maintenance,
manipulation, fraud and other violative trading situations .

Floor Official Approvals

Specialists should be aware that Exchange Rule 104 (Dealings by Specialists) applies to all of their trading in
Pilot securities, including requirements for Floor Official approval.

The NYSE is mindful of the challenge specialists may face in certain stocks resulting from an increase in
the speed and volatility of the market once the Pilot begins. In such situations, Floor Official approval for
transactions may be sought after the fact. In all cases, however, Floor Official approval should be sought as
soon as possible.

As a general matter, Floor Officials should review specialist short sales that hit bids in a declining market
using the same considerations that they would use in evaluating specialist transactions that take offers in a
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rising market. In determining whether to approve a transaction, Floor Officials should consider whether the
trade was reasonably necessary, taking into account:

• the facts and circumstances existing at the time of the transaction
• the amount and significance of trading pressure, and
• the volatility in the stock.

Floor Officials should attempt to review requests for approval as quickly as possible, but in all cases, should
complete the review and make a decision before the close of trading on the day in question.

If a Floor Official declines to approve a transaction, he or she must promptly notify a member of the On-Floor
Surveillance Unit.

Best Practices

Specialists should avoid approaching more than one Floor Official for approval of the same transaction.
In addition, if a Floor Official declines to approve a short sale by the specialist, the specialist should avoid
subsequent trading for the dealer account in similar situations until the NYSE has had an opportunity to
review the matter.

Application of Depth Guidelines

The NYSE understands that the Reg SHO Pilot may create new market dynamics and that as a result,
situations may arise when it would be appropriate to widen or suspend application of the depth guidelines
in a specific stock. These requests will continue to be evaluated based on what is reasonable given the
relevant facts and circumstances in the market at the time of the request. In evaluating approvals of requests
to engage in short sales on minus ticks or to widen or suspend depth guidelines, the NYSE will consider
whether the facts, circumstances and applicable market conditions justified the relief sought.

Rules Not Affected by Pilot

Members and member organizations should note that the Pilot does not affect the ticksensitive nature of other
rules. Rules that are unaffected by the Pilot include:

• Rule 80A (“Index Arbitrage Trading Restrictions”)
• Rule 95.30 (“Discretionary Transactions”), regarding permitted transactions
• Rule 100(a) (“Round-Lot Transactions of Odd-Lot Dealer or Broker Effecting Odd-Lot Orders”),

regarding a specialist acting as an odd-lot dealer
• Rule 104 (“Dealings by Specialist”), regarding stabilizing transactions by specialists
• Rule 107A (“Registered Competitive Market Makers”), regarding stabilizing requirements for

RCMMs
• Rule 110 (“Competitive Traders”), regarding stabilizing requirements for CTs
• Rule 123A.30 (“Miscellaneous Requirements”), regarding conversion of percentage orders on

destabilizing ticks
• Rule 123C (“Market On The Close Policy and Expiration Procedures”), regarding yielding of market-

on-close orders marked “G”.

Rule 123C - Market “At-The-Close” (“MOC”) Orders

Because there will be no tick test for Pilot securities during the Pilot, marketable short MOC orders in Pilot
securities will be executed in their entirety at the closing price, unless canceled due to a trading halt.

Reminder of Information Previously Disseminated
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Members and member organizations should refer to Information Memos 04-54, 04-64 and 05-30, which are
available in the “Regulation” section of the NYSE's website, www.nyse.com and the SEC's April 19, 2005
Q&A regarding Reg SHO, which may be viewed at the Commission's website, at www.sec.gov/spotlight/
shopilot.htm.

* * *

Questions regarding this Information Memo should be directed to Thomas Raimonde, Director, Market
Surveillance, at 656-2219 or Patrick Giraldi, Director, Market Surveillance, at 656-6804.

___________________________

Richard Ketchum

Chief Regulatory Officer

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

520

http://prod.resource.cch.com/resource/scion/citation/pit/04-54/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/04-64/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/05-30/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 05-32

Click to open document in a browser

April 29, 2005

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: STOCK LOAN FINDERS

Recent examination findings have prompted concern regarding the use of stock loan finders. 1   In many
instances these concerns call into question the business justification for interposing a finder in the middle of a
transaction. We have seen only limited instances where a finder is actually providing services that an effective
internal stock loan department could not provide. This Information Memo will clarify existing Exchange
regulations and set forth “best practices” regarding the use of such persons.

DUE DILIGENCE IN THE USE OF STOCK LOAN FINDERS

Members and member organizations have a responsibility to utilize appropriate due diligence and oversight
with respect to their dealings with stock loan finders. In this regard, good business practices would dictate that
members and member organizations:

1. Perform an assessment as to the bona fide business purpose of engaging finders.

2. Perform due diligence to ascertain the background of stock loan finders and to determine any
regulatory issues and any conflicts of interest vis a vis the member or member organization or its
customers, including payments made directly or indirectly to persons related to employees of the
member or member organization.

3. Assure independent control over the actual payment to stock loan finders and verification that the
sums billed reflect the services actually performed on behalf of the member or member organization.

4. Create and maintain complete and accurate books and records 2   inasmuch as they are integral
to the ability of members and member organizations to conduct their business in accordance with
good business practice. Accordingly, members and member organizations should institute appropriate
operational controls, including a reconciliation of the amounts billed, together with supporting detail (on
a transactional basis), by each finder, to the underlying records of the member or member organization.

5. Review, on a periodic basis, payments made to finders to assure that they are consistent with
market rates and that rebates received and paid are appropriate under prevailing market conditions.

6. Create appropriate controls to monitor situations where payments are made to third parties (other

than registered broker-dealers) who in turn make payments to stock loan finders. 3 

While it is expected that the stock loan department of the member organization would have primary
responsibility for the day-to-day monitoring of these business practices, supervisory personnel independent
of the stock loan department should provide an objective review of such practices on a regular and continuing
basis.

It is important that the policies and procedures of members and member organizations set forth with clarity
the identity of persons with authority to set rates and payments for stock loan finders. Such policies and
procedures should set out the chain of supervision of stock loan activities, including the supervision of the
stock loan department and the oversight of stock loan finders.
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FOREIGN DIVIDEND ARBITRAGE

Some foreign corporations pay dividends that also entail a tax credit for foreign holders of the security. This
has created an incentive for persons to borrow shares over the record date to profit from the tax credit.
As a result of the incentive, the foreign shares begin to reflect this demand in the lending market via the
rebate rate, which can reach 20% or more. In a recent example, finders were used to misappropriate the
rebate that was due to the lenders of the stock. Members and member organizations should also monitor
for instances in which unusually high compensation is paid for depository receipt transfers in connection
with such transactions. Members and member organizations must ensure that they have proper supervisory
systems in place to prevent such abuses.

Questions regarding this Information Memo may be directed to your Finance Coordinator or to Gregory Taylor
at (212) 656-2920.

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Persons who are in the business of finding and introducing lenders and borrowers of securities to
members and member organizations in return for compensation would normally be deemed stock loan
finders.

A person "who has discretion to commit his member or member organization employer to any contract
or agreement (written or oral) involving securities lending or borrowing activities with any other person"
is considered to be a "securities lending representative" and is required to be registered as such with the
Exchange and sign a code of ethics agreement. (See Rule 345 ("Employees - Registration, Approval,
Records")).

2  See Rule 440 ("Books and Records").
3  See Rule 342.23 ("Internal Controls").
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   ATTENTION: HEADS OF EQUITY TRADING DESKS AND CHIEF COMPLIANCE OFFICERS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: INSTITUTIONAL HOTLINE

This is a reminder that the New York Stock Exchange (“NYSE”) provides a facility for institutional traders to
make a complaint about specialist and Floor broker activity, including order handling, market maintenance by
a specialist, or execution quality in the NYSE market place. The facility, known as the “Institutional Hotline”,
provides market professionals with the ability to promptly bring such issues to the attention of the Market
Surveillance Division of NYSE Regulation.

The On Floor Surveillance Unit of the Market Surveillance Division receives all communications to the NYSE
through the Institutional Hotline. All matters communicated through the Institutional Hotline are promptly
reviewed by Market Surveillance. To assist in this review, the On Floor Surveillance Unit will request that the
person making the complaint provide certain relevant information concerning the terms of the order that was
entered (e.g., stock symbol, market order or limit order, size of order and time of entry), and the identity of the
Floor broker who handled the order and the nature of any discussions with the Floor broker about the order.

In appropriate circumstances, the On Floor Surveillance Unit will advise a Floor Governor or a senior-level
Floor Official of the details of the complaint. The involvement of senior-level officials is intended to enhance
the review process by providing input from the perspective of experienced market professionals.

Market Surveillance will review these matters and respond back to the institution on the day the complaint
is received. If the review cannot be completed on the day the complaint is received (for example, if the
matter involves an issue of market maintenance by the specialist, which is generally more complicated and
involves more in-depth analysis), Market Surveillance will advise the institution of that on the same day.
Upon completion of the review, Market Surveillance will report back to the institution. If the review discloses
a potential violation of Exchange Rules or federal securities laws, the matter will be subject to additional
investigation and possible regulatory action.

The Institutional Hotline facility can be accessed in two ways: by calling (212) 656-5398, or by e-mailing the
complaint to the NYSE at institutionalhotline@nyse.com.

Questions regarding the Institutional Hotline can be directed to Patrick Giraldi, Director, On Floor Surveillance
Unit, at (212) 656-6804, or to Gordon Brown, Manager, On Floor Surveillance Unit, at (212) 656-5321.

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, CREDIT AND MARGIN
DEPARTMENTS, COMPLIANCE AND LEGAL DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: THE EXCHANGE PUBLISHES LISTS OF PILOT SECURITIES PURSUANT TO REGULATION
SHO AND PROVIDES GUIDANCE ON THE REGULATION

On November 29, 2004, the Securities and Exchange Commission (“SEC” or “Commission”) issued a Second

Pilot Order 1   postponing its previously announced oneyear pilot suspending the provisions of Securities
Exchange Act Rule 10a-1(a) (“Short Sales”) and any short sale price test of any exchange or national
securities association for short sales of designated securities. The Pilot, which was announced in conjunction

with Regulation SHO, 2   discussed below, will now begin on May 2, 2005 and end on April 28, 2006. The
Second Pilot Order does not affect the responsibility of brokerdealers to comply with the requirements of
Regulation SHO, including the order marking requirements. Thus, broker-dealers retain the responsibility to
appropriately mark the orders of Pilot stocks upon commencement of the Pilot. All other terms of the Pilot

Order 3   remain unchanged. 4 

Background

On October 12 th and December 22, 2004, the Exchange issued Information Memos 04-54 and 04-64,
respectively, which describe the new SEC provisions for the regulation of short sales. Regulation SHO, and

other concurrent Commission actions, 5   provide for significant changes to the SEC short sale rules 6   and
affect New York Stock Exchange, Inc. (“NYSE” or “Exchange”) rules and processes.

Second Pilot Order Delays Pilot Program for Designated Securities

Pursuant to Regulation SHO, broker-dealers are required to mark short sale orders of securities enumerated
in the Pilot Order effected during any Pilot period as “short exempt” so that such orders are not subject to
the “tick test.” The Exchange, along with other market centers, has agreed to “mask” short sale orders in
Pilot stocks for the duration of the Pilot, as it would be more efficient than having broker-dealers and their

customers make the changes. 7 

The Second Pilot Order does not affect the responsibility of broker-dealers to comply with the requirements
of Regulation SHO, including the order marking requirements. Thus, broker-dealers retain the responsibility
to appropriately mark “short exempt” orders of Pilot stocks upon commencement of the Pilot on May 2, 2005.
Consequently, an exemption from the order marking requirements was sought by and issued to the industry,
which permits broker-dealers to avail themselves of the order “masking” process, in line with the parameters

set forth by the SEC. 8   Two such parameters include; (1) that the broker-dealer relying on the no-action
letter route orders in Pilot securities to market centers that have instituted procedures to “mask” the short
sale character of the transaction; and (2) the broker-dealer executing short sales in Pilot securities will, in no
event, mark short sales in Pilot securities as “long.”

Pilot Securities Lists
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The NYSE has started to disseminate lists of Pilot securities that trade on the Exchange, as identified by

the Commission in the Pilot Order. 9   There are two Pilot securities lists 10   for the NYSE: the Pilot A List
will include NYSE-listed securities from Appendix A of the Pilot Order (that are exempt from the tick test at
all times). The Pilot B List will include those NYSE-listed securities from the Russell 1000 Index (that are

exempt from the tick test between 4:15 p.m. EST and the open of the consolidated tape 11   on the following
day). The Pilot B List will exclude those Appendix A “crossovers,” which appear on both lists. Therefore,
these “crossovers” are Pilot securities, which are exempt at all times. In addition, the Exchange will publish
a Summary of Pilot Updates, which will include all changes (additions, deletions, etc.) from June 25, 2004
to present, in NYSE-listed securities that caused a change to either the Pilot A or Pilot B list. Securities may
be added or deleted during the one-year term of the Pilot only in limited circumstances, such as corporate
combinations and whenissued offerings for additions, and delisting for deletions.

As noted in Information Memo 04-64, the Exchange has instituted procedures to “mask” the short sale
character of Pilot securities, so they are executed without regard to the applicable tick test. As a result,
the Exchange will monitor the Pilot lists on a regular basis and re-institute the tick test of Rule 10a-1 under

the Securities Exchange Act, for any security that ceases to be included in the Pilot. 12   The Exchange
is publishing its Pilot lists on its public website (http://www.nyse.com/regshopilot) by 12:00 midnight EST
for each trading day. Each list is available in a downloadable (pipe-delimited ASCII) format. The general
requirements for posting and downloading the file are attached as Exhibit A.

In the rare occurrence when a Pilot list is published after 12:00 midnight EST, members and member
organizations should use the previous day's Pilot list. On the following day (or later that night) the Exchange
will publish the missed Pilot list for that trading date, as well as the Pilot list for the current trading day. Each
Pilot list will have the applicable trading date in its file name, as well as its file time stamp. Therefore, it is
important for each member and member organization to ensure they are in receipt of the correct Pilot lists.
The Exchange will maintain an archive on its website of past Pilot lists.

Selling Long Out of A Proprietary Buy-In Account or Aggregation Account

It has come to the attention of the Exchange that certain member organizations are misinterpreting
recent SEC and Exchange rulemaking and interpretations. Specifically, the Exchange has found member
organizations record the cost of a customer buy-in in a proprietary account, when they are unable to return
securities previously borrowed to cover a customer's short sale and it is subsequently bought-in. As a result,
members and member organizations believe they can subsequently sell long out of the proprietary buy-in
account to hedge potential economic loss. However, borrowed stock does not confer an ownership right
under current short sale regulations, including Regulation SHO. Transactions similar to the one described
above do not give rise to security ownership under Rule 200 of Regulation SHO. These transactions are
designed to give the appearance of a “long” position in order to effect sales of stock in a manner that would

otherwise be prohibited. 13 

Similarly, a member or member organization may choose to move a buy-in relating to a customer fail
to deliver into its proprietary account and complete a subsequent long sale. Members and member
organizations have claimed this is permissible and that they may effect long sales from this account under
the criteria for aggregation units, as specified in Rule 200(f) of Regulation SHO. However, the Exchange
believes it is important to clarify any misconception that customer transactions can be considered proprietary
for independent trading unit aggregation. Therefore, it is inappropriate to effect long sales out of this
account since no long position existed. In addition to being violations of Regulation SHO, the Exchange has
determined that both of these types of transactions also violate Exchange Rule 352(c) (“Guarantees and
Sharing in Accounts”) in that members and member organizations are sharing or agreeing to share in any
profits or losses in the customer's account, or of any transaction effected therein.

Financing Customer Borrowing Costs
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Another abusive practice that has been noted occurs when a fail to deliver position is caused by a hedge
fund customer. The member or member organization will cover the customer's short position and finance the
customer's borrow, thereby avoiding a buy-in situation. The financing costs related to the transaction are not
passed on to the customer. The Exchange views this practice as a violation of Exchange Rule 352(c) in that
the member or member organization is sharing or agreeing to share in any losses (e.g., the borrowing costs)
in a customer's account, or of any transaction effected therein.

Locate Requirement - “Reasonable” Grounds To Believe Security Can Be Borrowed

Regulation SHO created a uniform SEC rule requiring broker-dealers, prior to effecting a short sale in any
equity security, to locate securities available for borrowing. Specifically, Rule 203(b)(1)(ii) requires that a
broker-dealer have reasonable grounds to believe that a security can be borrowed so that it can be delivered
on the date delivery is due. For example, an executing broker may obtain an assurance from a customer that
they can obtain securities from a prime broker, or another identified source, in time to settle the trade. This
may provide the “reasonable” grounds required by Rule 203(b)(1)(ii), and should be documented by citing the
source of the securities.

Members and member organizations should be aware that if a customer's prior assurance resulted in any
one fail to deliver, the executing broker (in the example above) would not have reasonable grounds under
Rule 203(b)(1)(ii) to rely on the customer's assurances. The Exchange will continue to review members and
member organizations practices in this regard over time to further refine its definition. Furthermore, as the
documentation required by Rule 203(b)(1)(iii) is an essential part of the rule, if it does not include the source
of securities cited by the customer or there is no documentation, the Exchange may consider this activity to
be in violation of the rule and take action accordingly.

Masking of Short Sale Orders

In conjunction with the SEC's Pilot Orders of July 28, 2004 and November 29, 2004, and as stated previously,
the Exchange has agreed to “mask” short sales in Pilot securities. Accordingly, all short sales in Pilot
securities entered through SuperDot and/or the Broker to Booth Support System (“BBSS”) will be “masked”,
i.e., no “tick test” will be applied upon execution. Masking will be performed during the Exchange's regular
trading session and Crossing Session 1 only. The original order details and associated report details will
continue to be marked as short sale orders, but will be masked and treated as “short sale exempt” orders (this
applies to round-lots, odd-lots and when-issued transactions).

Examinations

The Exchange's 2005 Examination Program includes reviews for compliance with each applicable provision
of Regulation SHO. In addition, the Exchange has developed exception reports to monitor the level of aged
CNS fails by members and member organizations and, where appropriate, will contact them to request
records pertaining to the causes for such fails and the steps to be taken to clean-up such fails. In the event
the level of fails in specific securities is indicative of problems, the Exchange may also conduct additional
special examinations to determine the cause and corrective action implemented by those firms.

Members and member organizations should be aware that violations of this Regulation or Exchange rules
may be referred to Enforcement for appropriate disciplinary action.

If there are any questions regarding this Information Memo, please contact Douglas G. Preston at
212-656-4358 or Anand Ramtahal at 212-656-5741.

___________________________

Grace B. Vogel

Executive Vice President
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Footnotes

1  See Exchange Act Release No. 50747 (November 29, 2004) ("Second Pilot Order"), available at http://
www.sec.gov/rules/final/34-50747.htm.

2  The effective date for compliance with Regulation SHO was January 3, 2005.
3  See Exchange Act Release No. 50104 (July 28, 2004), 69 Fed. Reg. 48032 (August 6, 2004) ("Pilot

Order"), available at http://www.sec.gov/rules/other/34-50104.htm. The Pilot Order provided for a one-
year pilot program ("Pilot Program"), under which the provisions of Rule 10a-1 and any self-regulatory
organization ("SRO") short sale price test, including the tick test contained in Exchange Rule 440B, are
suspended for short sales in: (1) certain "designated securities" identified in Appendix A to the SEC's
Pilot Order; (2) any security included in the Russell 1000 Index effected between 4:15 p.m. EST and the
open of the consolidated tape on the following day; and (3) any security not included in (1) and (2) above
effected in the period between the close of the consolidated tape and the open of the consolidated tape
the following day. During the Pilot, all other provisions of Rule 10a-1 and Regulation SHO - including the
marking, locate and delivery requirements - remain in effect. The SEC also noted in the Pilot Order that
SROs, including the Exchange, would actively monitor trading in the Pilot Program securities to identify
any abusive short selling.

4  The Pilot will be using the securities lists from the first Pilot Order, as of June 25, 2004 (unless otherwise
noted).

5  See Exchange Act Release No. 50103 (July 28, 2004), 69 Fed. Reg. 48008 (August 6, 2004) ("Adopting
Release"), available at http://www.sec.gov/rules/final/34-50103.htm. See also SEC, Division of Market
of Regulation, Responses to Frequently Asked Questions Concerning Regulation SHO (December 17,
2004) (Updated 01/03/2005).

6  For a complete list of recent SEC activity in regard to short sales, the SEC's website has a page
that serves as a compendium - Spotlight On: Short Sales, available at: http://www.sec.gov/spotlight/
shortsales.htm.

7  See SEC, Division of Market Regulation, Regulation SHO - Pilot Program (April 19, 2005) (Includes
"Frequently Asked Questions Concerning the Pilot"). See also SEC, Division of Market Regulation, Key
Points About Regulation SHO (April 11, 2005).

8  See Letter from James A. Brigagliano, Assistant Director, US Securities and Exchange Commission, to
Ira Hammerman, Senior Vice President and General Counsel, Securities Industry Association (April 15,
2005) (Grants no-action relief from Rule 200(g) of Regulation SHO).

9  The Exchange has begun publishing test Pilot lists starting on April 25, 2005 for the industry to use in
preparation for the Pilot.

10  Both Pilot securities lists are effective as of the date of the Pilot Order - June 25, 2004. Therefore, if a
security was on the list on June 25, 2004, broker-dealers should treat that security as though it is still
on the list, regardless of any intervening event, until the SEC removes it from the list. In the case of a
re-balancing of the Russell 1000, the affected security would solely move to another market center, not
drop off the list.
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11  The Pilot Order, in footnote 20, noted at that time, that the consolidated tape operated from 8:00 am EST
to 8:00 pm EST. However, in the SEC's most recent update to Regulation SHO - Pilot Program, dated
April 19, 2005 (available at: http://www.sec.gov/spotlight/shopilot.htm), it notes that as of April 8, 2005,
the ArcaEx opening session began at 4:00 am EST, and ArcaEx began reporting transactions to the
consolidated tape beginning at 4:00 am EST. Therefore, the consolidated tape now operates from 4:00
am EST to 8:00 EST, and may change in the future.

12  The Exchange will make, keep, and furnish promptly upon request of the Commission, the books and
records of such activities as required under applicable rules and regulations.

13  The net result of this type of transaction is that there is minimal or no economic risk to the customer.
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April 22, 2005

   ATTENTION: CHIEF EXECUTIVE OFFICER AND MANAGING PARTNER, CHIEF FINANCIAL OFFICER,
CHIEF OPERATIONS OFFICER, AND CHIEF COMPLIANCE OFFICER

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW RULE 401A

On April 13, 2005, the Securities and Exchange Commission approved new NYSE Rule 401A (“Customer
Complaints”) regarding acknowledgements and responses to customer complaints (Exhibit A), as well as
a corresponding amendment to NYSE Rule 476A (“Imposition of Fines for Minor Violation(s) of Rules”) to
allow the Exchange to sanction members' and member organizations' (the “Membership's”) less serious

violations of Rule 401A pursuant to the minor fine provisions of Rule 476A (Exhibit B). 1   Rule 401A is
effective immediately.

Purpose of Rule 401A

NYSE Rule 351 (“Reporting Requirements”) specifies certain occurrences, incidents, and periodic information
that the Membership must report to the Exchange. Rule 351(d) requires the Membership to report to the

Exchange statistical information regarding specified verbal and written customer complaints. 2   Exchange
examiners reviewing compliance with Rule 351(d) discovered instances in which member organizations failed
to acknowledge or respond to customer complaints. New Rule 401A makes acknowledging and responding to
customer complaints mandatory.

What Complaints Must Be Acknowledged and Responded to?

Under Rule 401A, the Membership must acknowledge and respond to all customer complaints that are

subject to the reporting requirements of NYSE Rule 351(d) (“351 Complaints”). 3 

Methods of Acknowledgement and Response

Rule 401A(b) requires mandatory acknowledgements and responses to be conveyed by an appropriate
method to customers who have submitted a complaint. The appropriate method is determined by the manner
in which the original complaint was conveyed: Written acknowledgements and responses mailed to the
customer's last known address are always satisfactory; electronically transmitted (i.e., e-mail) complaints may
also be acknowledged and responded to by “reply” e-mail (i.e., by a message sent to the e-mail address from
which the complaint originated); verbal complaints may also be acknowledged and responded to verbally, so

long as these acknowledgements or responses are recorded in a log by the member organization. 4 

A standardized or “form” letter will be sufficient to satisfy the acknowledgement requirement. An individual
who is the subject of a complaint may not send the acknowledgement or response to that complaint.
A response to the substantive issues raised in a complaint that is made within 15 business days of the
complaint's receipt will satisfy both the acknowledgement and response requirements of Rule 401A.

Time Limits for Acknowledgements and Responses

Rule 401A(a)(1) requires members and member organizations to acknowledge every 351 Complaint within

15 business days of receiving it. 5   This requirement is meant to ensure that each customer is timely notified
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that his/her complaint has been received and recorded, and that he/she can expect the issues raised in his/
her complaint to be addressed within a reasonable period of time.

Due to the range of substantive issues that might require varying amounts of investigation and attention
during the preparation of a meaningful response, Rule 401A(a)(2), unlike Rule 401A(a)(1), contains no
specific deadline for responding to 351 Complaints. Rather, Rule 401A(a)(2) requires the Membership to
respond to substantive issues raised in 351 Complaints “within a reasonable period of time” after receiving
them. Thus, the Membership is required to address complaints in a timely manner, the definition of which may
vary depending on the specific circumstances of each complaint.

Recordkeeping: Rule 401A(c)

Rule 401A(c) requires records of all mandatory acknowledgements and responses to be retained in
accordance with NYSE Rule 440 (“Books and Records”).

If you have any questions regarding this Information Memo, please contact Ron Rubin at (212) 656-4426.

Donald van Weezel

Vice President

Member Firm Regulation

Attachments

Additions Underscored

Rule 401A

Customer Complaints

(a) For every customer complaint they receive that is subject to the reporting requirements of Rule 351(d),
members and member organizations must:

(1) Acknowledge receipt of the complaint within 15 business days of receiving it, and

(2) Respond to the issues raised in the complaint within a reasonable period of time.

(b) Each acknowledgement and response required by this rule must be conveyed to the complaining
customer by appropriate method:

(1) Acknowledgements and responses to written complaints must be either:

(i) In writing, mailed to the complaining customer's last known address, or

(ii) Electronically transmitted to the e-mail address from which the complaint was sent (method only
permissible for electronically transmitted complaints).

(2) Acknowledgements and responses to verbal complaints must be either:

(i) In writing, mailed to the complaining customer's last known address, or

(ii) Made verbally to the complaining customer, and recorded in a log of verbal acknowledgements and
responses to customer complaints.

(c) Written records of the acknowledgements, responses, and logs required by this rule must be retained in
accordance with Rule 440 (“Books and Records”).

Additions Underscored

Rule 476A

Imposition of Fines for Minor Violation of Rules
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(Rule 476A (a) through (e) unchanged)

Supplementary Material:

List of Exchange Rule Violations and Fines

* * * * *

• Rule 392 notification requirements

• Failure to acknowledge customer complaint within 15 business days, as required by Rule 401A

* * * * *

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities and Exchange Act Release No. 51539 (April 13, 2005), 70 FR 20410 (April 19, 2005)
(SR-NYSE-2004-59).

2  NYSE Information Memo No. 03-38, dated September 19, 2003, specifies that "[a]ll complaints,
regardless of how delivered (oral, written, e-mail or fax), are required to be reported to the Exchange."

3  Member organizations are not obligated to respond to complaints from unauthorized third parties, but
they must send letters to such third parties explaining why they cannot respond to them (because they
don't have authorization). Customers must either be copied on such letters or sent separate letters of
explanation. See Information Memos Nos. 03-38 and 03-39, both dated September 19, 2003.

4  Such logs may be incorporated into existing verbal complaint logs, and can either be kept at the
appropriate branch, district, or regional office, or maintained by the member organization at a centralized
location.

5  Time-stamping of complaints will be considered evidence of the time of receipt.
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April 13, 2005

   ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, COMPLIANCE OFFICER AND
LEGAL DEPARTMENT

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AVERAGE PRICE CONFIRMATIONS

The staff of the Securities and Exchange Commission (“SEC” or “the Commission”) Division of Market
Regulation has given the Exchange, on behalf of member organizations and broker-dealers generally, a no-
action letter permitting a single confirmation reflecting an average price and /or multiple capacities of multiple
executions to fill a single customer order, subject to the requirements described below. The letter is attached
as Exhibit A.

RULE 10b-10/AVERAGE PRICE, MULTIPLE CAPACITY CONFIRMATIONS

By letter of March 3, 2005, the staff of the SEC Division of Market Regulation advised the Exchange that it
would not recommend enforcement action under Rule 10b-10 of the Securities Exchange Act of 1934 (“the
Exchange Act”) if, within the circumstances defined below, any broker-dealer gives or sends average price

and/or multiple capacity confirmations to confirm single customer orders for reported securities, 1   effected in
multiple executions, in order to achieve best execution for the customer.

The SEC staff position is limited to those circumstances in which the broker-dealer complies with the following
conditions:

1. The broker-dealer will average the execution prices of each individual execution that filled the market order
or crossing limit order and report the average price per share on the confirmation as the unit price, with a
notation that the confirmed price is an average price. The confirmation will note that details regarding the
actual prices are available to the customer upon request.

2. The confirmation will identify each of the capacities in which the broker-dealer actually acted in executing
the order, e.g., “principal,” “agent,” “agent and agent for another,” “principal and agent,” or “principal, agent,
and agent for another,” as applicable. The confirmation will note that details regarding the capacity (including,
when acting as agent for another, the name or names of the person or persons from whom the security was
purchased, or to whom it was sold) with regard to each execution are available to the customer upon request.

3. The commission, markup, markdown, service fee, and any other remuneration to the broker-dealer
associated with each individual execution will not be detailed separately, but will be stated in a single amount
for the transaction as a whole. The confirmation will note that further details regarding the remuneration are
available to the customer upon request.

4. The confirmation will include all other information required by Exchange Act Rule 10b-10.

5. Each individual execution will be reported separately under the applicable trade reporting rules.

6. Each broker-dealer that issues average price and/or multiple capacity confirmations will create and
maintain records required under Exchange Act Rules 17a-3 and 17a-4, in a manner that reflects the

processing and confirmation of orders as described above and the details of each underlying execution. 2 

Questions regarding this Information Memo may be directed to Gregory Taylor at (212) 656-2920.

_______________________________________
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Donald van Weezel

Vice President

Member Firm Regulation

Exhibit A

UNITED STATES SECURITIES AND EXCHANGE COMMISSION WASHINGTON. D.C. 20549

DIVISION OF

MARKET REGULATION

March 3, 2005

Mr. Michael Rufino

Vice President, Sales Practice Review Unit

New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005

Re: Rule 1Ob-l0 / Average Price. Multiple Capacity Confinnations

Dear Mr. Rufino:

In your letter of March 3,2005, on behalf of the New York Stock Exchange, Inc. (“NYSE”), you request
assurance that the staff of the Division of Market Regulation (“Staff’) will not recommend enforcement action
to the Commission under Rule 1Ob-l0 under the Securities Exchange Act of 1934(“Exchange Act”) ifNYSE
members or member organizations effect transactions in NYSE-listed equity securities and give or send
a single confinnation that (1) reflects the average price and/or multiple capacities of multiple executions
undertaken to fill a single customer order, and (2) provides other infonnation related to such transactions as
describedmore fully below. In considering your request, we have also considered whether any relief extended
to NYSE members and member organizations should also be extended to other broker-dealers that effect

transactions in reported securities. 1 

You represent that the requirements of best execution, together with the advent of decimal trading and the
May 2000 rescission of NYSE Rule 390 (which generally had prohibited NYSE members and their affiliates
from effecting certain transactions in NYSE-listed securities away from the NYSE), raise a strong possibility
that a single customer order may be executed at multiple prices, in multiple capacities, and/or on multiple
markets. You also note that NYSE member organizations have stated that multiple confinnations may result
in higher costs and that some customers could find multiple confinnations confusing.

Based on the facts presented and the representations you have made, the Staff will not recommend
enforcement action to the Commissionunder Exchange Act Rule 1Ob-10 if, within the circumstances defined
below, any broker-dealer gives or sends average price and/or multiple capacity confirmations to confirm

single customer orders for reported securities, 2   effected in multiple executions, in order to achieve best
execution for the customer.

This staff position is limited to those circumstances in which the broker-dealer complies with the following
conditions:

1. The broker-dealer will average the execution prices of each individual execution that filled the market order
or crossing limit order and report the average price per share on the confirmation as the unit price, with a
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notation that the confirmed price is an average price. The confirmation will note that details regarding the
actual prices are available to the customer upon request.

2. The confirmation will identify each of the capacities in which the broker-dealer actually acted in executing
the order, e.g., “principal,” “agent,” “agent and agent for another,” “principal and agent,” “or “principal, agent,

and agent for another,” as applicable. 3   The confirmation will note that details regarding the capacity
(including, when acting as agent for another, the name or names of the person or persons from whom the
security was purchased, or to whom it was sold)with regard to each execution are available to the customer
upon request.

3. The commission, markup, markdown, service fee, and any other remuneration to the broker-dealer
associatedwith each individual execution will not be detailed separately, but will be stated in a single amount
for the transaction as a whole. The confirmation will note that further details regarding the remuneration are
available to the customer upon request.

4. The confirmation will include all other information required by Rule 1Ob-lO.

5. Each individual execution will be reported separately under the applicable trade reporting rules.

6. Each broker-dealer that issues average price and/or multiple capacity confirmations will create and
maintain records required under Exchange Act Rules 17a-3 and 17a-4, in a manner that reflects the

processing and confirmation of orders as described above and the details of each underlying execution. 4 

This position concerns enforcement action only and is limited strictly to the facts and conditions set forth
above. Any different facts or circumstancesmay require a different response.

We express no view with respect to other questions the proposed activities of any broker-dealer relying on
this relief may raise, including the applicability of any other federal or state laws or the applicability of self-
regulatory organization rules concerning customer account statements or confirmations.

Sincerely,

Brian A. Bussey

Assistant Chief Counsel

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  As defined in Exchange Act Rule 11Aa3-1(a)(4).
2  By maintaining records that reflect the details of each underlying execution, the broker-dealer will also

be able to provide, at the request of a self-regulatory organization or of Commission examiners or at the
request of a customer receiving a confirmation as described above, information regarding each separate
underlying execution, including the actual price, capacity in which the broker-dealer acted, market, and,
when acting as agent for another, the name or names of the person or persons from whom the security
was purchased, or to whom it was so

1  As you note in your letter, the Staff has previously granted no-action relief in similar circumstances to the
National Association of Securities Dealers, Inc. ("NASD"), the Nasdaq Stock Market, Inc. ("Nasdaq"),
and NASD members. Letter re: The Nasdaq Stock Market. Inc. (May 6, 1997).

2  As defined in Exchange Act Rule 11Aa3-1(a)(4).
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3  Item 2 in Letter re: The Nasdaq Stock Market, Inc. (May 6, 1997)requires disclosure that a broker-
dealer acted as "‘principal,’ ‘agent,’ or both ‘principal and agent,’ as applicable." Although the 1997 letter
included an example in which shares were executed in part as principal and in part as "agent crossing
the market order against [other] customer limit orders," item 2 in the letter did not directly address
the confirmation of customer orders that are executed in whole or in part in a "dual agent" capacity.
Consistent with the terms of item 2 above, the Staff would not recommend enforcement action against
NASD members that give or send multiple capacity confirmations to confirm single customer orders
executed as "agent and agent for another" or "principal, agent, and agent for another" if the NASD
member complies with the terms of item 2 above and otherwise complies with the requirements for
multiple price and/or multiple capacity confirmations as described in the 1997 letter. To the extent that
the 1997 letter could be read not to require disclosure of dual agency in the manner described above,
this staff position supersedes the 1997 letter with respect to the confirmation of customer orders that are
executed in whole or in part in a "dual agent" capacity.

4  By maintaining records that reflect the details of each underlying execution, the broker-dealer will also
be able to provide, at the request of a self-regulatory organization or of Commission examiners or at the
request of a customer receiving a confirmation as described above, information regarding each separate
underlying execution, including the actual price, capacity in which the brokerdealer acted, market, and,
when acting as agent for another, the name or names of the person or persons from whom the security
was purchased, or to whom it was sold.
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April 11, 2005

   ATTENTION: CHIEF EXECUTIVE OFFICER, FINANCIAL & OPERATIONS OFFICER, MANAGING
PARTNERS, CREDIT AND MARGIN DEPARTMENTS, COMPLIANCE AND LEGAL DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO NYSE 440F AND 440G TO INCLUDE CERTAIN SHORT-EXEMPT SALES
ON REPORTS OF SHORT INTEREST (i.e., FORMS SS20 AND 121)

On February 25, 2005 the SEC approved amendments to NYSE Rules 440F and 440G 1   (see Exhibit A).

As described in Information Memos 2004-54 and 2004-64, 2   pursuant to Regulation SHO, new Exchange

Act Rule 202T, and the SEC's two pilot orders, 3   the SEC has temporarily suspended the application of the

tick test of Securities Exchange Act Rule 10a-1(a), 4   as well as any short sale price test of any exchange or
national securities association, for certain designated securities traded on the Exchange and elsewhere. The
SEC refers to transactions in these designated securities as “short-exempt,” a term previously reserved for

certain types of transactions (in any security) that are described in Exchange Act Rule 10a-1(e). 5 

NYSE Rule 440F (“Public Short Sale Transactions Effected on the Exchange”) requires members and
member organizations to report round-lot short sale transactions for public customers on Form SS20. Rule
440G (“Transactions in Stocks and Warrants for the Accounts of Members, Allied Members and Member
Organizations”) requires members and member organizations to report round-lot short sale transactions
for members, allied members, and member organizations on Form 121. Rules 440F.10 (“Requirements for
filing”) and 440G.10 (“Requirements for filing”) provide “General Instructions” for completing “Reports on Form
SS20” and “Reports on Form 121,” respectively.

Under Rules 440F and 440G, certain “short-exempt” sales were previously excluded when computing total
short interest on Forms SS20 and 121. However, because Rule 202T and the SEC's pilot orders expanded
the term “short-exempt” beyond its original definition (based on Exchange Act Rule 10a-1(e)), Rules 440F
and 440G as written would have excluded from reporting on Forms SS20 and 121 a substantial number of
short sale transactions (i.e., short sales of the securities designated in the SEC's pilot orders). Therefore,
to ensure that those transactions are not excluded from the Exchange's final computations of total
short interest, the Exchange amended Rules 440F.10 and 440G.10, and thereby revised the Form
SS20 and Form 121 instructions to require reporting of short sale transactions whose “short-exempt”
designation is based solely on the SEC's pilot orders.

If there are any questions regarding this Information Memo, please contact Douglas Preston at 212-656-4358,
Ronald Rubin at 212-656-4426, Anand Ramtahal at 212-656- 5741, or Albert Lucks at 212-656-5782.

___________________________

Donald van Weezel

Vice President

Member Firm Regulation

Attachments

Exhibit A

Text of the Proposed Rule Change
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New language is underscored; deletions are [bracketed]

Rule 440F

Public Short Sale Transactions Effected on the Exchange

Supplementary Material:

Reports on Form SS20

.10 Requirements for filing.—Every ROUND-LOT short sale transaction in stocks (or certificates therefor)
or warrants effected on the floor of the Exchange for the accounts of PUBLIC customers is required to be
reported on Form SS20. Reports are to be filed by the member organization through which the transaction is
cleared/settled.

Public customers are all customers OTHER THAN NYSE members, allied members or member
organizations. Included as public are limited/special partners and non-voting stockholders who are not also
NYSE members or allied members. Also included are employees of member organizations.

General Instructions. -

(1) Report by TRADE (not settlement) DATES.

(2) The term “Round-Lot” means 100 shares or 10 shares or multiples thereof depending on the unit of
trading of the securities included.

(3) Exclude short-exempt sales , except for short-exempt sales in securities subject to the SEC's Pilot Order
(SEA Release No. 34-50104) (July 28, 2004), as amended by the SEC's Second Pilot Order (SEA Release
No. 34-50747) (November 29, 2004), and any subsequent orders.

(4) Exclude transactions in rights.

(5) If there are no reportable transactions for a specific week, a form should be filed marked “None”.

(6) File this report with [Data Control Section] Credit Regulation Department, [20 Broad St., New York, N.Y.
10005,] via the New York Stock Exchange's Electronic Filing Platform (“EFP”) as soon as possible, but not
later than 12:00 noon on the Friday of the week following the week covered by the report.

(7) Inquiries should be addressed to [Data Control] Credit Regulation Department, telephone 212-656-8572.

(8) [Additional copies of this form may be obtained from the Printing and Distribution Section. 20 Broad Street,
New York, N.Y. 10005.] Reserved.

Specific Instructions. -

(1) For the purpose of this report, “short sales” are those defined in the Securities and Exchange
Commission's Rule [X-3B-3] 200 to Regulation SHO. [, but do not include any sale exempted by paragraph
(d) of Rule X-10A-1.] The classification of a sale as “short” should be determined by the manner in which
the order was marked. However, in the case of an order erroneously marked and so executed, the resulting
transaction should be classified in accordance with its correct status.

(2) Short sales for hedging accounts and short sales executed as such for arbitrage accounts should
be included. Sales made on a “short-exempt” basis for arbitrage accounts should not be included.

(3) Exclude from the report the following:

(a) All odd-lot transactions;
(b) all transactions in bonds;
(c) stocks loaned or borrowed;
(d) transactions executed in over-the-counter markets or on other exchanges.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

537

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE440F/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


Rule 440G

Transactions in Stocks and Warrants for the Accounts of Members, Allied Members and Member
Organizations

Supplementary Material:

Reports on Form 121

.10 Requirements for filing.-Any ROUND-LOT purchase or sale of stock (or certificates therefor) or warrant
effected on the floor of the New York Stock Exchange for the accounts of:

a) NYSE members;
b) NYSE Allied members; or
c) NYSE member organizations,

must be reported on Form 121 regardless of where the order originated or by whom it was executed.

Instructions. -

(1) - (7) No Change

(8) Short sales, in addition to being included with total sales, should also be reported separately.

(9) Short-exempt sales are to be included with total sales only. Solely for purposes of Rule 440G and Form
121, “short-exempt sales” in securities subject to the SEC's Pilot Order (SEA Release No. 34-50104) (July
28, 2004), as amended by the SEC's Second Pilot Order (SEA Release No. 34-50747) (November 29, 2004),
and any subsequent orders, are to be included with short sales on Form 121.

(10) Transactions are to be classified into one of the following three categories

(a) AS SPECIALIST. (Box 1) This includes transactions made, WHILE RUNNING THE BOOK, for the account
of regular or relief specialists in the stocks or warrants in which they are registered as specialists, by them or
by a partner or an officer of their organization or by a member with whom they have a joint account;

(b) ALL OTHER transactions initiated ON THE FLOOR, (Box 2) This includes all round-lot transactions
reportable on Form 82A (by Registered Traders) and Form 82B (all other ON FLOOR transactions which are
exempt from reporting daily on Form 82A). Included are all transactions (except “as specialist”) initiated by a
member (either a registered trader or any other member) while on the trading floor, regardless of whether or
not they were executed by the initiating member or where the initiating member happened to be at the time
of the execution. Included are transactions for the accounts of specialists in the stocks or warrants in which
they are registered as specialists, if made by the specialist or his agent while they were NOT running the
book. Also included are transactions for the accounts of specialists in stocks or warrants in which they are not
registered as specialists;

(c) Transactions initiated OFF THE FLOOR. (Box 3) This includes all member transactions not included
above.

(11) If a reporting member or member organization does not have reportable transactions during a given
week, a Form 121 report should be filed marked “No transactions”.

(12) The Member Firm Regulation Division will consider written requests for exemption from filing
REGULAR weekly reports on Form 121. Exemption may be granted for a period of time not to exceed
one year, renewable annually if the applicant does not expect to have any, or expects to have only an
occasional, reportable transaction during this time. THE EXEMPTION, WHEN GRANTED, IS FROM FILING
REGULARLY EACH WEEK AND, IF DURING THE EXEMPTION PERIOD A REPORTABLE TRANSACTION
IS EFFECTED. A FORM 121 REPORT, FOR THE WEEK IN WHICH THE TRANSACTION(S) TOOK PLACE,
MUST BE FILED IMMEDIATELY.
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(13) File this report with the [Data Control Section] Credit Regulation Department, [20 Broad Street, 22nd Fl.,
New York, N.Y. 10005,] via the New York Stock Exchange's Electronic Filing Platform (“EFP”) as soon as
possible but not later than 12: 00 noon on the Friday following the week covered by the report.

(14) Inquiries should be addressed to the [Member Firm Regulation Division] Credit Regulation Department,
telephone 212-656-8572.

(15) [Additional copies of the form may be obtained from the Subscription and Distribution Services Division,
20 Broad Street, 5th Fl., New York, N.Y. 10005.] Reserved.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities and Exchange Act Release No. 51264 (February 25, 2005), 70 FR 10449 (March 3,
2005) (SRNYSE-2005-07).

2  Dated October 12, 2004 and December 22, 2004, respectively.
3  See http://www.sec.gov/rules/other/34-50104.htm and http://www.sec.gov/rules/other/34-50747.htm.
4  Exchange Act Rule 10a-1 is incorporated by reference into NYSE Rule 440B.
5  The term "short-exempt" is generally used to connote a security that is not subject to the tick test

of Exchange Act Rule 10a-1, or to any short sale price test of any exchange or national securities
association.
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April 11, 2005

   ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ARBITRATION - EXTENSION OF PILOT - WAIVER OF CALIFORNIA ETHICS STANDARDS
FOR NEUTRAL ARBITRATORS

The Securities and Exchange Commission (“SEC”) approved an additional six-month extension, through
September 30, 2005, of Rule 600(g). The Rule, which relates to waiver of California Ethics Standards for
Neutral Arbitrators in Contractual Arbitrations (the “California Standards”), was originally approved by the
SEC, on a six-month pilot basis, on November 12, 2002, and has been extended several times.

The SEC's November 12, 2002 Approval Order stated that the Exchange's Director of Arbitration would
monitor the progress of the litigation NASD Dispute Resolution, Inc. and New York Stock Exchange, Inc. v.
Judicial Council of California, No. C 02 3485 (N.D. Cal.) and determine whether there is a continuing need
for the waiver option at the end of the original pilot period. The litigation, in which the Exchange and NASD
Dispute Resolution, Inc. sought a declaratory judgment that the California Standards are preempted by
federal law, has not been concluded. In the absence of a final judicial determination or legislative resolution of
the preemption issue, the Exchange has determined that it should continue the waiver option.

___________________________

Daniel Beyda

Chief Administrative Officer

NYSE Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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April 8, 2005

   ATTENTION: CHIEF EXECUTIVE OFFICER, FINANCIAL & OPERATIONS OFFICER, MANAGING
PARTNERS, CREDIT AND MARGIN DEPARTMENTS, COMPLIANCE AND LEGAL DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: UNEXPECTED CLOSE OF EXCHANGES AND SECURITIES MARKET PLACES

Infrequently, the Exchanges and securities market places are unexpectedly closed for business, such as for
a national day of mourning in memory of a former U.S. President. However, the Federal Reserve regional
banks, other banks and DTCC may elect to remain open for clearance and settlement of securities. Such an
occurrence was on June 11, 2004 for the funeral of former President Ronald Reagan.

In anticipation of future events similar to that which occurred on June 11, 2004, regarding the applicability
of various regulations, the Exchange has outlined guidelines to be followed by its members and member
organizations in the event that such an “Unexpected Close” (“that day”) should occur again.

1. For regulatory purposes, in regards to the applicable requirements pursuant to SEA Rules 15c3-1 and
15c3-3, NYSE Rule 431 and FRB Regulation T, members and member organizations should consider the
day the Exchange is closed (“that day”), but the banks and DTCC are open, as a regular business day for the
following:

(A) SEA Rule 15c3-1 (Net Capital)

For aging purposes, in determining net capital charges (fail to deliver, suspense charges, etc.), “that day”
should be considered as a regular business day.

(B) SEA Rule 15c3-3 (Reserve Formula and Possession or Control)

(1) If “that day” occurs on a Friday, the weekly reserve formula computation should be prepared, as usual, as
of close of business on Friday, with the deposit requirement (if any) to be made by 10:00 A.M. on the second
business day following the computation date.

(2) If “that day” occurs on the normal month-end date, the reserve formula computation should be prepared,
as usual, as of close of business on the month-end date with the deposit requirement (if any) to be made by
10:00 A.M. on the second business day following the computation date.

(3) For purposes of possession or control requirements, bank loan and stock loan recalls, if required, should
be effected on “that day”.

(C) FRB Regulation T (Extensions)

Margin extensions due on “that day” can be filed either on “that day” or on the next business day (as of “that
day”). All subsequent extensions required to be filed after “that day” should be filed on the normal due date,
counting “that day” as a business day. However, if the request for an extension has expired or is denied, “that
day” should be treated as a non-business day since securities cannot be liquidated when the primary market
where the securities are traded is closed.

(D) NYSE Rule 431 (Margin Calls)

For maintenance margin calls, pursuant to NYSE Rule 431(f)(6), “that day” should be counted as a regular
business day.

(E) FRB Regulation T (DKs on COD Deliveries)
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Extensions on DK'd COD transactions due on “that day” can be filed either on “that day” or on the next
business day (as of “that day”). If “that day” falls within the granted two-day extension period, then members
and member organizations may treat “that day” as either a business day or a non-business day. All
subsequent extensions should be filed on the normal due date, counting “that day” as a business day.
However, if the request for an extension has expired or is denied, “that day” should be treated as a non-
business day since securities cannot be liquidated when the primary market where the securities are traded is
closed.

(F) SEA Rule 15c3-3(m) (Sell Order Extensions)

Extensions on customers' sell orders under SEA Rule 15c3-3(m) due on “that day” can be filed either on “that
day” or on the next business day (as of “that day”). All subsequent extensions should be filed on the normal
due date, counting “that day” as a business day. However, if the request for an extension has expired or is
denied, “that day” should be treated as a non-business day since securities cannot be purchased when the
primary market where the securities are traded is closed.

(G) NYSE Rule 431(f)(8)(B)(iv)(5) (Day Trading Requirements)

Funds deposited into a day trader's account to meet the minimum equity or maintenance margin
requirements of NYSE Rule 431(f)(8)(B) cannot be withdrawn for a minimum of two business days following
the close of business on the day of deposit. In this determination, “that day” should be counted as a business
day.

2. For regulatory purposes, in regards to the applicable requirements pursuant to SEA Rules 17a-5(a) and
(b), members and member organizations should consider the day the Exchange is closed (“that day”) as a
non-business day for the following:

(A) SEA Rule 17a-5(a) (FOCUS Report)

For purposes of determining the FOCUS Report due date, “that day” should not be considered as a business
day.

(B) SEA Rule 17a-5(b)

For filing a report upon termination of membership interest, “that day should not be considered as a business
day.

3. For purposes of SEA Rule 15c3-3 (Reserve Formula Computation), if “that day” occurs on a Friday or on
a month-end date and money markets funds are closed, the SEC has granted two options to members and
member organizations when computing its reserve formula:

(A) Recording of Bookkeeping Entries on Liquidation/Sweep of Money Market Funds:

The member or member organization can decide to record the bookkeeping entries on the liquidation of
customers' money market funds or on the sweep of customers' balances into money market funds that
are not open on “that day”. The member or member organization can net the receivable and the payable
only between the same family of funds. If this netting results in a net receivable from the fund, nothing
further needs to be done. In addition, any unsecured receivables due from the money market fund, may be
considered as an allowable asset for net capital purposes for “that day” only if the following conditions are
met:

(1) The broker-dealer has control over the money market fund; and

(2) The customer of the broker-dealer cannot access the fund; and

(3) The broker-dealer must receive the money from the fund on the next business day.

However, if recording the bookkeeping entries results in a net payable to the fund, that amount needs to be
locked up on “that day” into the broker-dealer's 15c3-3 Reserve Bank Account. A separate 15c3-3 Reserve
Bank Account need not be set up for this deposit. The required deposit can be made into the brokerdealer's
already established 15c3-3 Reserve Bank Account. The funds can then be withdrawn on the next business
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day, directly from the 15c3-3 Reserve Bank Account, to pay the money market fund. The amount of funds
deposited and the subsequent withdrawal for payment of such funds must be separately identified on the
broker-dealer's records. In this option, the reserve formula computation as of close of business of “that day”
would not include the customers' free credit balances, nor would it include any customer debits related to
trades that settled on “that day” who had money market positions.

Whether the reserve formula computation of “that day” results in an excess of total debits over total credits
or in an excess of total credits over total debits has no impact on the requirement that any net payable to a
money market fund must be locked up into a 15c3-3 Reserve Bank Account on “that day”.

(B) Non-Recording of Bookkeeping Entries on Liquidation/Sweep of Money Market Funds:

The member or member organization can decide not to record the bookkeeping entries on the liquidation of
customers' money market funds or on the sweep of customers' balances into money market funds that are
not open on “that day”. Therefore, the reserve formula computation as of the close of business “that day”
would include customers free credit balances that were not swept, as well as, customer debits relating to
their trades that settled on “that day”, even though the customers had money market positions. The member
or member organization can, if needed, use the securities of the customers who had debit balances in their
customer accounts to finance its business.

4. For securities lending, it is understood that the business will continue to operate as usual on “that day”,
even though the primary securities markets will be closed.

5. On a case-by-case basis, the Exchange will consider a request for relief from regulatory requirements
resulting from the closing of the securities markets on “that day”. In cases where undue hardship can be
demonstrated, members and member organizations should contact their Finance Coordinator to discuss the
specific relief sought and the reason for such relief.

Questions regarding this Information Memo should be directed to your Finance Coordinator.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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April 6, 2005

   ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, CHIEF FINANCIAL OFFICER,
LEGAL AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO RULE 629 CONCERNING INCREASED ARBITRATION FILING FEES
AND HEARING DEPOSITS, AND THE IMPOSITION OF MEMBER ORGANIZATION SURCHARGES
PERTAINING TO ARBITRATION CLAIMS

The Exchange, on April 4, 2005, filed with the Securities and Exchange Commission a revised schedule of
fees pertaining to NYSE arbitrations. A revised fee schedule is attached as Exhibit A, and is effective May 2,
2005.

The revised schedule raises existing fees associated with filing arbitration claims for member organizations
and associated persons, and imposes a new surcharge on member organizations that are the subject of
arbitration claims, or when their associated person(s) are the subject of claims.

Any questions about the revised schedule may be directed to Karen Kupersmith, Director of Arbitration, at
(212) 656-4865.

___________________________

Daniel Beyda

Chief Administrative Officer

NYSE Regulation

EXHIBIT A

Rule 629 Schedule of Fees

* * * * *

(c)(1) The arbitrators, in their award, may determine the amount chargeable to the parties as forum fees
and shall determine who shall pay such forum fees. Forum fees chargeable to the parties shall be assessed
on a per hearing session basis and the aggregate for each hearing session may equal but shall not exceed
the amount of the largest initial hearing deposit deposited by any party. Except that in a case where claims
have been joined subsequent to filing, forum fees for any party other than a customer shall be computed
as provided in paragraph (d), and forum fees for a customer in connection with any industry claim shall be
computed as provided in this paragraph (c)(1).

If a customer is assessed forum fees in connection with an industry claim, the customer's forum fees shall be
based on the total amount awarded to industry parties to be paid by the customer and not based on the size
of the industry claim. The maximum fee per session for purposes of calculating any forum fees that may be
assessed against the customer in connection with an industry claim shall be:

Amount of Award
(Excluding
Interest Expenses)

Maximum Per-Session
Customer Fee Amount

$25,001 to $100,000 $600
$100,001 to $500,000 $750
$500,001 to $5,000,000 $1,000
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Over $5,000,000 $1,500

(c)(2) The arbitrators, in their award, may determine that a party shall reimburse to another party any non-
refundable filing fee it has paid; any such filing fee assessed against a customer in connection with an
industry claim shall not exceed $500.00.

No fees shall be assessed against a customer in connection with an industry claim that is dismissed;
however, in cases where there is also a customer claim, the customer may be assessed forum fees based
on the customer claim under the procedure set out above. Amounts deposited by a party as hearing deposits
shall be applied against forum fees, if any.

In addition to forum fees, the arbitrator(s) may determine in the award the amount of costs incurred pursuant
to Rules 617, 619 and 623 and, unless applicable law directs otherwise, other costs and expenses of the
parties. The arbitrator(s) shall determine by whom such costs shall be borne, provided that the following
schedule of hearing deposits shall be used to calculate any costs assessable against the customer pursuant
to Rule 617 in connection with an industry claim.

Amount of Dispute
(Excluding
Interest Expenses) Hearing Deposit
$25,001 to $100,000 $600
$100,001 to $500,000 $750
$500,001 to $5,000,000 $1,000
Over $5,000,000 $1,500

If the forum fees are not assessed against a party who had made a hearing deposit, the hearing deposit will
be refunded unless the arbitrators determine that a hearing deposit paid by a party other than a customer
should not be refunded. In no event shall the arbitrators determine not to refund a hearing deposit to a
customer against whom forum fees are not assessed.

* * * * *

(e) If the dispute, claim or controversy does not involve, disclose or specify a money claim, the non-
refundable filing fee for a public customer will be $250 and the non-refundable filing fee for an industry party
shall be $500. The hearing session deposit to be remitted by a party shall be $600 or such greater or lesser
amounts as the Director of Arbitration or the panel of arbitrators may require, but shall not exceed $1,500.

* * * * *

(h) The fee for a pre-hearing conference with an arbitrator shall be:

SCHEDULE FOR PRE-HEARING CONFERENCE WITH ONE ARBITRATOR: 1 

AMOUNT IN CONTROVERSY CONFERENCE FEE
For Customers For Industry

$ 1,000 or less $ 15.00 $ 25.00
$ 1,001 up to $2,500 $ 25.00 $ 50.00
$ 2,501 up to $5,000 $100.00 $ 125.00
$ 5,001 up to $10,000 $200.00 $ 250.00
$ 10,001 up to $25,000 $300.00 $ 300.00
Over $25,000 $450.00 $ 450.00

(i) Schedule of Fees

For purposes of the schedule of fees the term “claim” includes Claims, Counterclaims, Third-Party Claims or
Cross-Claims. Any such claim submitted by a customer is a customer claim. Any such claim submitted by a
member, allied member, registered representative, member firm or member corporation against a customer
or other non-member is an industry claim.

For claims of $25,000 or less see schedule of fees in Rule 601 Simplified Arbitration.
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CUSTOMER AS CLAIMANT

Amount of Dispute
(Excluding
Interest and Expenses) Filing Fee Hearing Deposit
$25,001 to $50,000 $ 120 $ 400
$50,001 to $100,000 $ 150 $ 500
$100,001 to $500,000 $ 200 $ 750
$500,001 to $5,000,000 $ 250 $1,000
Over $5,000,000 $ 300 $1,500

INDUSTRY AS CLAIMANT * 

Amount of Dispute
(Excluding
Interest Expenses) Filing Fee

Industry
Hearing Deposit

3 Arbs

Customer
Hearing Deposit

3 Arbs
$25,001 to $100,000 $1,000 $750 $600
$100,001 to $500,000 $1,000 $1,125 $750
$500,001 to $5,000,000 $1,500 $1,200 $1,000
Over $5,000,000 $1,500
$5,000,001 to $10,000,000 $2,500 $1,500
Over $10,000,000 $5,000 $1,500

*  This is the fee schedule for claims submitted by members, member firms, member corporations or allied members
against members, member firms, member corporations or allied members, customers, registered representatives or
non-members other than customers, and for claims submitted by registered representatives or non-members other
than customers against members, member firms, member corporations, allied members or non-members.

(j) MEMBER SURCHARGES

Each member, member firm, member corporation or allied member (hereinafter referred to as any “entity”)
that is named as a party to an arbitration proceeding, whether in a Claim, Counterclaim, Cross-Claim or Third-
Party Claim, shall be assessed a member surcharge pursuant to the schedule below upon receipt of the claim
naming such entity as a party to the proceeding. For each associated person who is named, the member
surcharge shall be assessed against the entity or entities that employed the associated person at the time
of the events which gave rise to the dispute, claim or controversy. No entity shall be assessed more than
a single member surcharge in any arbitration proceeding. The member surcharge will be refunded by the
Exchange in an arbitration filed by a customer if the arbitration panel: (1) denies all of a customer's claims
against the entity or associated person, and (2) allocates all forum fees assessed pursuant to Rules 601 and
629 against the customer.

Amount in Dispute Member Surcharge
Up to $2,500 $150
$2,501 to $5,000 $200
$5,001 to $10,000 $325
$10,001 to $25,000 $425
$25,001 to $30,000 $600
$30,001 to $50,000 $875
$50,001 to $100,000 $1,100
$100,001 to $500,000 $1,700
$500,001 to $1,000,000 $2,250
$1,000,001 to $5,000,000 $2,800
$5,000,001 to $10,000,000 $3,350
Over $10,000,000 $3,750

If the dispute, claim or controversy does not involve, disclose, or specify a monetary claim, the member
surcharge shall be $1,500 or such greater or lesser amount as the Director of Arbitration or the panel of
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arbitrators may require, but shall not exceed the maximum amount specified in the schedule of member
surcharges.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Fee for pre-hearing conference with three arbitrators shall be based on applicable hearing session
deposit fee.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 05-23

Click to open document in a browser

April 6, 2005

   ATTENTION: ALL MEMBERS AND MEMBER ORGANIZATIONS

TO: CHIEF EXECUTIVE OFFICERS, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS, RESEARCH DEPARTMENTS, REGISTRATION, AND CONTINUING EDUCATION
DEPARTMENTS

SUBJECT: FOREIGN RESEARCH ANALYST EXEMPTION

Background

The Securities and Exchange Commission recently approved an interpretation to Rule 344 (“Research
Analysts and Supervisory Analysts”) exempting certain foreign research analysts employed by non-member
affiliates of members and member organizations from the Research Analyst Qualification Examination

requirement (Series 86/87) (see Exhibit A). 1 

Rule 344 requires that research analysts be registered with, qualified, and approved by the Exchange. The
requirement to take and pass the Series 86/87 examination applies to all research analysts, as defined
in Exchange Rule 344.10 which provides that the term “research analyst” includes a member, allied
member, associated person or employee who is primarily responsible for the preparation of the substance

of a research report and/or whose name appears on such report. 2   The registration and qualification
requirements became effective March 30, 2004. Candidates who were functioning as research analysts as of
March 30, 2004, and who submitted a registration application by June 1, 2004, have been given until April 4,
2005 to meet the registration and qualification requirements.

Application of Examination Requirement to Foreign Research Analysts

In March 2004, the NYSE and NASD (the “SROs”) issued a Joint Memo providing guidance on research
analyst issues. In that memo, the SROs stated that all SRO research rule requirements would apply to any
research report when a research analyst employed by or associated with a member or member organization

contributed to its preparation (e.g., “globally-branded” and “mixed research team” 3   research reports whether
or not issued by a member or member organization). In April 2004, the Exchange issued an Information
Memo announcing the approval of the examination requirements noted above as well as examination-related

requirements. 4 

Exemptive Relief for Foreign Research Analysts

The interpretation of Rule 344 provides that foreign research analysts who participate in preparing a member
firm's research reports, including but not limited to globallybranded and/or mixed research team reports, and
have met applicable requirements in a jurisdiction with approved standards, will not be required to pass the

Series 86/87 exams, 5   provided the member or member organization issuing the research report complies

with the following requirements set forth below: 6 

1. The member's or member organization's own standards, including full compliance with SRO
research analyst conflict of interest rules, must be applied globally to its affiliated entities and foreign

research analysts that qualify for the use of, and who will rely upon, these exemptive provisions. 7 
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2. The annual compliance attestation required by NYSE Rules 472 and 351, must encompass the
global application of the SRO Rules to foreign affiliates that participate in preparing a member's or
member organization's research report.

3. Approval of members' and member organizations' research reports by a properly registered
supervisory analyst.

4. In addition to the disclosure requirements of NYSE Rule 472, each report must include a disclosure
on the front cover clearly identifying the entities and analysts, their locations and relationships to the
member or member organization.

5. The front page of the research report mus t also refer to a separate “Foreign Affiliate Disclosures”
section (similar to the “Required Disclosure” section currently mandated by the SROs) located in close
proximity to the Required Disclosure section containing detailed information regarding information
on the nature of the affiliation of the parties; the affiliates' addresses; and the primary regulator in the
jurisdiction(s) in which each affiliate is located.

6. Members and member organizations must establish and maintain records that identify those
individuals who have availed themselves of the exemption, the basis for such exemptions, and
evidence of compliance with the conditions of the exemptions.

The exemptive relief would be permitted in the following jurisdictions that have satisfied the applicable

standards noted above: 8 

1. China

2. Hong Kong

3. Japan

4. Malaysia

5. Singapore

6. Thailand

7. United Kingdom

The exemption from research analyst qualification requirements for certain foreign research analysts 9  
employed by foreign entities in designated jurisdictions reflects principles that are consonant with the SRO
qualification standards and research analyst conflict of interest rules. Such principles generally would include
a combination of: (1) rules that govern research analysts and firm conflicts of interest in the preparation
and distribution of research reports; (2) a requirement that research analysts be registered or licensed by a
regulatory authority; or (3) a testing or experience requirement that demonstrates research analysts' skills
and/or knowledge of rules and regulations applicable to research analysts and their firms in the preparation
and distribution of research reports.

Question regarding this Information Memo can be directed to William Jannace at 212-656-2744 or Douglas G.
Preston at 212-656-4358.

Donald van Weezel

Vice President

Member Firm Regulation

Attachments

Exhibit A

Rule 344 RESEARCH ANALYSTS AND SUPERVISORY ANALYSTS
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/01 Research Analysts (No Change)

Rule 344 RESEARCH ANALYSTS AND SUPERVISORY ANALYSTS

/02 Foreign Research Analysts

Exemption

The requirement that a research analyst as defined under NYSE Rule 344.10 must be registered with,
qualified by and approved by the Exchange shall not apply where such analyst is an associated person of a
member or member organization who is an employee of a non-member foreign affiliate of such member or
member organization who contributes to the preparation of the member's or member organizations research
reports (“foreign research analyst”), provided the following conditions are satisfied:

• The foreign research analyst resides and is employed in a jurisdiction that the NYSE has determined has
registration and qualification requirements or other standards that reflect a recognition of principles that are
consonant with NYSE Rule 344 and the research analyst conflicts of interest provisions pursuant to NYSE
Rule 472;

• The foreign research analyst has satisfied all applicable registration and qualification requirements or other
research-related standards in the jurisdictions in which the foreign research analyst resides and is employed;

Rule 344 RESEARCH ANALYSTS AND SUPERVISORY ANALYSTS

/02 Foreign Research Analysts (continued)

• Members and member organizations have imposed on affiliates that employ foreign research analysts,
and the foreign research analysts all research-related standards that the member or member organization
imposes on its research reports and research analysts, including the provisions of NYSE Rule 472;

• Members, member organizations and their affiliates that distribute research reports partially or entirely
prepared by a foreign research analyst must subject such research reports to pre-use review and approval by
a supervisory analyst, as required by NYSE Rule 472;

• The annual attestation required under NYSE Rule 351(f) must include the global application of NYSE Rule
472 to foreign affiliates that employ foreign research analysts; and

• In addition to the disclosure requirements of NYSE Rule 472, each research report must include a
disclosure on the front page stating that:

“This research report has been prepared in whole or part by foreign research analysts who may be
associated persons of the member or member organization. These research analysts are not registered/
qualified as a research analyst with the NYSE and/or NASD, but instead have satisfied the registration/
qualification requirements or other research-related standards of a foreign jurisdiction that have been
recognized for these purposes by the NYSE and NASD.”

Disclosure on the front page of each research report must identify:

(1) each affiliate contributing to the research report;

(2) the location of such affiliate; and

(3) the names of the foreign research analysts employed by each contributing affiliate.

The cover page must also contain general disclosure language describing the relationship between the
contributing affiliates and the member or member organization.

Rule 344 RESEARCH ANALYSTS AND SUPERVISORY ANALYSTS

/02 Foreign Research Analysts (continued)
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The front page of the research report must also refer to a separate “Foreign Affiliate Disclosures” section
(similar to the “Required Disclosure” section currently mandated by the NYSE and NASD under Rules 472
and 2711 respectively) located in close proximity to the “Required Disclosure” section.

In this disclosure section, the member or member organization must disclose the following:

(1) information on the nature of the affiliation with the affiliate;

(2) each affiliate's address; and

(3) the primary regulator in the jurisdiction(s) in which each affiliate is located.

Record Keeping

Members and member organization must establish and maintain records that identify those individuals who
have availed themselves of this exemption, the basis for such exemption, and evidence of compliance with
the conditions of the exemption.

/03 Supervisory Analysts

Qualifications

Supervisory Analyst candidates shall qualify by taking and passing the Supervisory Analyst (Series 16)
Examination.

Rule 344 RESEARCH ANALYSTS AND SUPERVISORY ANALYSTS

/03 Supervisory Analysts (continued)

Qualifications (continued)

Experience

Appropriate experience for a candidate for Supervisory Analyst means having at least three years prior
experience within the immediately preceding six years involving securities or financial analysis.

Examples of appropriate experience may include the following:

• Equity or Fixed Income Research Analyst;

• Credit Analyst for a securities rating agency;

• Supervising preparation of materials prepared by financial/securities analysts;

• Financial analytical experience gained at banks, insurance companies or other financial institutions;

• Academic experience relating to the financial/securities markets/industry.

Director of Research

A person having the title of “Director of Research” need not be a supervisory analyst as defined by the Rule
so long as he/she does not approve research reports. If, however, such a person is in charge of registered
representatives, he/she must qualify as a supervisory person under Rule 342.13.

/04 Exemptions

Successful completion of the CFA Level I Examination administered by the CFA Institute (in lieu of completion
of Levels, I, II and III for a full CFA designation) will suffice to allow a Supervisory Analyst candidate to qualify
by taking Part I of the Series 16 Qualification Examination.
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Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See SR-NYSE 2005-25.
2  See SR-NYSE-2005-24 amending the definition of "research analyst" in NYSE Rules 344.10 and 472.40

to include associated persons.
3  A "globally-branded" research report refers to the use of a single marketing identity that encompasses

the member firm and its affiliates. A research report prepared by a "mixed research team" which includes
at least one person who meets the definition of "research analyst" and is associated with a member or
member organization would be considered a report prepared by the member or member organization.
See NYSE Information Memo 04-10, dated March 9, 2004.

4  See NYSE Information Memo 04-16, dated April 1, 2004. In this memo, the Exchange advised that
research analysts employed by foreign broker-dealer affiliates of a member or member organization are
subject to the Series 86/87 examination to the extent that the research analyst is an "associated person"
of the member or member organization.

5  Foreign research analysts in jurisdictions that do not have approved standards would still be required to
pass the Series 86/87 examination if they are associated persons and participate in the preparation of a
member's or member organization's research report.

6  The interpretation would have no impact on the obligation of any broker-dealer, including a foreign
broker-dealer, to register pursuant to Section 15(a)(1) of the Securities Exchange Act of 1934 and the
rules promulgated thereunder.

7  See Information Memo Nos. 02-26, dated June 26, 2002 and 04-10, dated March 9, 2004 for a
member's or member organization's disclosure requirements when distributing third party research of an
affiliate or non-affiliate.

8  The Exchange will issue subsequent Information Memos to update the list of the approved jurisdictions,
as needed.

9  Eligibility for the exemption contemplated by this proposed rule change in no way bears upon whether
the foreign research analyst is an associated person of the member or member organization. To the
extent that a member or member organization can determine that a foreign research analyst is not an
associated person, those individuals need not satisfy the requirements of the rule or the exemption.
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Number 05-22
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April 1, 2005

  
New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW RULE 80A COLLARS AND RULE 80B CIRCUIT BREAKER LEVELS FOR SECOND
QUARTER 2005

EFFECTIVE APRIL 1, 2005 through JUNE 30, 2005

· Rule 80A restrictions on index arbitrage trading in component stocks of the S&P 500 Stock Price Index sm *  

will be imposed when the Dow Jones Industrial Average sm **   (“DJIA”) is above or below its closing value on
the previous trading day by:

210 points or more

· Rule 80A restrictions will be removed when the DJIA is above or below its closing value on the previous
trading day by:

100 points or less

· Index arbitrage order entry restrictions will be re-imposed each time the DJIA advances or declines 210
points from the prior day's close.

· Rule 80B trading halts will be triggered when the DJIA declines below its closing value on the previous
trading day by:

1050 points (Level 1)

2150 points (Level 2)

3200 points (Level 3)

Rule 80A

Whenever Rule 80A collars are in effect due to a decline in the DJIA, all index arbitrage orders to sell any
component stock of the S & P 500 Stock Price Index must be marked “sell plus”; and whenever the collars
are in effect due to an advance in the DJIA, all index arbitrage orders to buy must be marked “buy minus”.

Rule 80B

Whenever a Rule 80B circuit breaker is in effect, trading in all stocks on the Exchange will halt for the time
periods specified below.

Level 1 Halt

a) before 2:00 p.m. - one hour;
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b) at 2:00 p.m. or later but before 2:30 p.m. - 30 minutes;
c) at 2:30 p.m. or later - trading shall continue, unless there is a Level 2 Halt.

Level 2 Halt

a) before 1:00 p.m. - two hours;
b) at 1:00 p.m. or later but before 2:00 p.m. - one hour;
c) at 2:00 p.m. or later - trading shall halt and not resume for the remainder of the day.

Level 3 Halt

at any time - trading shall halt and not resume for the remainder of the day.

A complete discussion of the calculation of trigger values for Rule 80A and Rule 80B was published in
Information Memo No. 99-8, dated February 12, 1999 and Information Memo No. 98-15, dated April 13, 1998,
respectively.

Questions concerning these matters may be addressed to Nancy Reich at (212) 656- 2475 or Donald Siemer
at (212) 656-6940.

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

*  "Standard & Poor's 500 Stock Price Index" is a service mark of Standard & Poor's Corporation.
**  "Dow Jones Industrial Average" is a service mark of Dow Jones & Company, Inc.
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March 28, 2005

   TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: RESCISSION OF XPRESS ORDER TYPE

The Securities and Exchange Commission (the “Commission”) has approved the Exchange's rescission of
the Instititutional XPress® Order type (“XPress Order”). Therefore, effective April 8, 2005 , the Exchange will
no longer accept XPress orders and will no longer publish XPress quotes via its NYSE Market Data XPress™
(MDS) data feed. Any such order received on or after April 8, 2005 will be rejected back to the customer.

The Exchange believes that the goal of the XPress order type, clean executions by market participants when
entering large-size orders in response to bids and offers which have been displayed for a minimum time
period, will be satisfied by the Exchange's hybrid market initiative, which is pending with the Commission.

References to the XPress order type, which appear in Rules 13, 60, and 72 have been deleted. (See Exhibit
A).

Questions concerning this memo may be directed to David Bartges, Vice President, Trading Technology, at
(212) 656-6834.

Robert A. Marchman

Executive Vice President

Market Surveillance

Attachments

EXHIBIT A

Additions underscored

Deletions [bracketed]

Rule 13 Definitions of Orders

* * * * *

[ XPress Order

An order to buy or sell a security for no less than such number of shares as the Exchange shall from time to
time determine and no more than the displayed size of an XPress quote, as defined below, which order is to
be executed in whole or in part at the price of the XPress quote, if available, or at a better price if obtainable.
The portion not so executed shall be treated as cancelled.

An XPress quote is a quote so indicated by the Exchange. In order to be indicated as an XPress quote, a
published bid or offer must be at the same price, for no less than the number of shares and the minimum
period of time that the Exchange shall from time to time determine. If the XPress bid or offer price changes or
the published bid or offer size is less than such number of shares, the bid or offer will no longer be indicated
as an XPress quote. (See also Rule 72.50.)

The Exchange shall make known to its membership the minimum size for XPress orders and the minimum
size and time requirements for XPress quotes.

XPress orders may be entered up to 3:58 p.m. or up until two minutes prior to any other closing time on the
Exchange.]
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* * * * *

Supplementary Material

* * * * *

[.40 The minimum number of shares for an XPress order is (i) 15,000 shares for an XPress order seeking
to trade with the best bid or offer, and (ii) the size of the liquidity bid or offer for an XPress order seeking to
trade with such liquidity bid or offer. With respect to the best bid or offer, the published bid or offer must be at
the same price for no less than 15,000 shares for at least 15 seconds in order to be indicated as an XPress
Quote. With respect to the liquidity bid or offer, the published bid or offer must be the same price for at least
15 seconds in order to be indicated as an XPress Quote.]

* * * * *

Rule 60 Dissemination of Quotation s

* * * * *

[(d)(iii) Execution of XPress Orders When Liquidity Bid or Offer Is Disseminated

An XPress order may be priced at either the highest bid or offer price (if XPress eligible) or the liquidity bid
or offer price (if XPress eligible). An XPress order priced at the highest bid or offer price shall be executed in
accordance with the Exchange's XPress order execution procedures. An XPress order to buy priced at the
liquidity offer price shall be executed at the lower of the liquidity offer price or the price at which the XPress
order can be filled without trading through orders on the book, unless price improvement can be offered to the
XPress order in accordance with the Exchange's XPress order execution procedures. The same principles
shall apply in the case of an XPress order to sell priced at the liquidity bid price.

If the specialist receives two XPress orders within a nearly simultaneous time frame, one priced at the best
bid (offer), and the other priced at the liquidity bid (offer), both orders shall be executed in accordance with
the Exchange's procedures for the execution of XPress orders. Both orders shall be exposed to the Crowd
for price improvement. Those portions of the orders that do not receive price improvement shall be executed
against the XPress bids (offers), which may not then be traded against by other members pursuant to the
Exchange's procedures for the execution of XPress orders.]

* * * * *

I:\ruledev\form19b-4\xpressexhibit.doc

Rule 72 Priority and Precedence of Bids and Offers

* * * * *

(f) [Except as provided in .50 below,] A [a] sale shall remove all bids from the Floor except that if the number
of shares of stock or principal amount of bonds offered exceeds the number of shares or principal amount
specified in the bid having priority or precedence, a sale of the unfilled balance to other bidders shall be
governed by the provisions of these Rules as though no sales had been made to the bidders having priority or
precedence.

* * * * *

[.50 XPress Orders.—An execution of an XPress order, in whole or in part, shall not remove bids or offers
from the Floor. Once an XPress order has been represented in the Crowd, no part of the XPress bid or offer
against which the XPress order is to be executed shall be withdrawn, except to provide price improvement
to all or part of the XPress order. When an XPress order has been executed in part at an improved price,
the remainder of such order shall be executed at the XPress bid or offer up to the number of shares then
available, regardless of whether such number is less than the minimum size for an XPress quote. All XPress
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orders shall be executed in strict time priority with respect to each other. A member who is providing a better
price to an XPress order must trade with all other market interest having priority at that price before trading
with the XPress order.]

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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March 17, 2005

  
New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005
 NYSE

Member Firm Regulation

ATTENTION: COMPLIANCE, LEGAL, REGISTRATION AND TRAINING DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: REMINDER — AMENDMENTS TO RULE 345A RESCINDING ALL EXEMPTIONS FROM
PARTICIPATION IN CONTINUING EDUCATION REGULATORY ELEMENT PROGRAMS BECOME
EFFECTIVE ON APRIL 4, 2005

As previously reported in Information Memo No. 04-55, dated October 29, 2004, the Securities and Exchange
Commission has approved amendments to Exchange Rule 345A that rescind all exemptions from required
participation in the continuing education Regulatory Element programs. These amendments will become
effective on April 4, 2005.

All registered persons affected by the amendments to Rule 345A should now be aware that their exemptions
have been rescinded. In addition to Information Memo No. 04-55, the Exchange, at the end of January
2005, sent letters listing all previously exempted registered persons who must now complete the Regulatory
Element requirement to the member firms of those individuals. Member firms that did not acknowledge receipt
of the Exchange's letters were subsequently contacted.

Re-entry into the Regulatory Element program will occur over a three-year period using each registered
person's “base date.” In most cases, the base date is the person's initial securities registration. However, the
base date may be revised to the effective date of a significant disciplinary action, the date on which a formerly
registered person re-qualifies for association with an SRO by qualification exam, or the date the registered
person reentered the industry via an exam waiver.

The Exchange, in conjunction with the Securities Industry Council on Continuing Education, develops three
Regulatory Element programs, the S201 Program for registered supervisors/principals, the S106 Program
for Series 6 representatives, and the S101 Program for Series 7 and all other registration categories. These
programs are continuously updated, and will include an ethics module beginning in April 2005.

The Regulatory Element programs are administered at conveniently located test centers operated by Pearson
VUE and Prometric. Appointments to take the session can be scheduled through either network:

Pearson Professional Centers: Contact Pearson VUE's National Registration Center at (866) 396-6273
(toll-free) or (952) 681-3873 (toll number), or go to www.pearsonvue.com/nasd for Web-based scheduling.

Prometric Testing Centers: Contact Prometric's National Call Center at (800) 578-6273 (toll-free) or go to
www.prometric.com/nasd for Web-based scheduling.
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For more information about the Council's Continuing Education Program, and to review frequently
asked questions regarding the elimination of grandfather exemptions, see the Council's Web site at
www.securitiescep.com.

Questions regarding this memo may be directed to your Finance Coordinator, or to Stephen A. Kasprzak at
(212) 656-5226.

___________________________

Donald van Weezel

Vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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March 17, 2005

  
New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005
 NYSE

Member Firm Regulation

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER AND CHIEF FINANCIAL OFFICER/
PARTNER AND REGULATORY REPORTING DEPT.

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: FEE RATE ADVISORY

Section 31(j)(1) of the Securities Exchange Act of 1934 specifies that the Securities and Exchange
Commission shall adjust the filing and securities transaction fee rates on an annual basis, after consultation
with the Congressional Budget Office and the Office of Management and Budget. Section 31(j)(2) of the
Exchange Act requires the SEC to make a mid-year rate adjustment to those fee rates by March 1 of each
year, based on the actual aggregate dollar volume of sales during the first 5 months of that fiscal year.

Fee Rate Adjustment

Pursuant to SEC Press Release No. 2005-22, dated March 1, 2005 (Fee Rate Advisory #7 for Fiscal Year

2005), 1   the Section 31 transaction fee rate for transactions with settlement dates of April 1, 2005 or later
will increase from the current rate of $32.90 per million to the new rate of $41.80 per million. The Section 31
assessment on security futures transactions will remain unchanged at $0.009 per round turn transaction.

Pursuant to the NYSE Constitution and NYSE Rule 440H, the Exchange offsets its Section 31 fee obligations
by collecting from its members and member organizations, based on their [Form] “120A Transactions,”
“Transaction Fees” computed using rates equal to those set by the SEC pursuant to Section 31 of the
Exchange Act. For additional information on Rule 440H and Transaction Fees, see NYSE Information Memo
No. 04-42, dated August 5, 2004.

Fiscal Year 2006 Rates

The SEC will announce the new fee rates for fiscal year 2006 no later than April 30, 2005. These fee rates
will become effective Oct. 1, 2005, or 30 days after the date on which the Commission receives its fiscal 2006
regular appropriation, whichever date comes later. This information will be posted on the SEC's Internet Web
site at http://www.sec.gov.

Please contact your Finance Coordinator with any questions you may have regarding this memo.

___________________________

Grace B. Vogel

Executive Vice President
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Member Firm Regulation
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Content contained herein.

Footnotes

1  See http://www.sec.gov/news/press/2005-22.htm for the complete text of SEC Press Release No.
2005-22
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New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 NYSE

Market Surveillance

ATTENTION: TRADING DESKS, ORDER ROOMS, COMPLIANCE DIRECTORS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: EXPIRATION FRIDAY - MARCH 18, 2005 - EXCHANGE RULE 123C

IMPORTANT

March 18, 2005 will be a quarterly Expiration Friday for stock and index options and stock and index futures
products, whose settlement pricing is based upon Exchange opening or closing prices on that day. In
addition, on that day, Standard & Poor's (“S&P”) will implement a partial “float adjustment” of the S&P 500,
S&P MidCap 400 and S&P SmallCap 600 indices.

This Information Memorandum is being distributed to remind members and member organizations of certain
rules and policies of the Exchange with respect to market-onclose/limit-on-close (“MOC/LOC”) order entry
and imbalance publication procedures. Please note that on March 18, 2005 only, the requirement of Floor
Official approval for the publication of imbalances of less than 50,000 shares will be waived in certain
circumstances described below.

S&P “Float Adjustment”

On March 18, 2005, S&P will begin implementing a new methodology for calculating its indices known as
“float adjustment.” Under float adjustment, the share counts used in calculating the indices will reflect only
those shares that are available to investors, not all of a company's outstanding shares. As a result of the float
adjustment, there may be greater than normal volume in securities in these indices, particularly at or around
the close. Full details of the float adjustment, its methodology and predicted impact are available from S&P's
website (www.standardandpoors.com).

Market-On-Close/Limit-On-Close Order Entry Procedures

Members and member organizations are strongly urged to carefully review their procedures for entering
MOC and LOC orders. In this regard, such orders should be entered with the specialist as early in the day
as feasible. This will provide an opportunity for specialists to better ascertain possible order imbalances
that might exist at the close, and to disseminate that information. Consequently, efforts can be made more
effectively to contact potential offsetting interest which could mitigate any existing imbalance.

In view of the anticipated greater than normal volume on March 18, 2005, members and member
organizations are encouraged to submit MOC/LOC orders electronically on that day, in order to ensure that
specialists are able to efficiently and accurately compute MOC imbalances.
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Index arbitrageurs are reminded that MOC/LOC orders relating to expiring derivative instruments whose
settlement pricing is based upon NYSE closing prices may not be entered after 3:40 p.m., even if such orders
might offset MOC imbalances published on the tape after 3:40 p.m.

Market-On-Close/Limit-On-Close Imbalance Publication Procedures

a. Informational MOC imbalance publications between 3:00 p.m. and 3:40 p.m.

Also in view of the anticipated greater than normal volume on March 18, 2005, specialists should disseminate
MOC imbalances as early as possible. Between 3:00 p.m. and 3:40 p.m., specialists are encouraged to
publish informational MOC imbalances of any size that could cause significant price dislocation at the close.
These publications are informational only and do not limit MOC/LOC order entry or cancellation before 3:40
p.m. Pursuant to Rule 123C, publication of informational imbalances requires Floor Official approval.

Members and member organizations are reminded that under Rule 123C, publication of informational
imbalances between 3:00 p.m. and 3:40 p.m. are to be updated as soon as practicable after 3:40 p.m.

b. Required MOC imbalance publications at 3:40 p.m. and 3:50 p.m.

As soon as practicable after 3:40 p.m., the specialist must publish any imbalance of 50,000 shares or more,
regardless of whether an informational imbalance was published. In addition, any specialist who published an
informational imbalance of any size must publish an update, indicating either the current imbalance or a “no
imbalance” situation as soon as practicable after 3:40 p.m.

As soon as practicable after 3:50 p.m., specialists must update imbalances published at 3:40 p.m. or
indicate “no imbalance”. If the specialist reported “no imbalance” at 3:40 p.m., the specialist must publish any
significant imbalance or any imbalance of 50,000 shares or more as soon as practicable after 3:50 p.m.

c. Recommended MOC imbalance publications

Specialists are encouraged to publish MOC imbalances of fewer than 50,000 shares that could cause
significant price dislocation at the close. With respect to such imbalance publications at either 3:40 p.m. or
3:50 p.m., specialists are expected to obtain Floor Official approval prior to publication if possible. On March
18, 2005 only, however, specialists may publish imbalances without such approval if they are unable to
obtain Floor Official approval in a timely fashion.

d. Reporting unapproved MOC imbalance publications to the Exchange

Following the close of trading on March 18, 2005, specialists must notify the Market Surveillance Division's
On Floor Surveillance Unit, via the White Phone, or at its booth in the EBR, or via email to Patrick Giraldi
(pgiraldi@nyse.com), of any imbalance that they published without Floor Official approval pursuant to the
provisions of this Information Memorandum. The notice must include the size and side of the imbalance, the
time of publication, and a brief description of the circumstances requiring the imbalance publication.

Adequacy of operations and supervisory staff

Specialists should ensure that both operational and supervisory staffing are sufficient to monitor and process
all orders, regardless of the form in which they are received, as well as to handle the increased workload.
Specialists should seek the advice of a Floor Official for unusual situations as early as possible.

See Rule 123C for further discussion of procedures for MOC and LOC orders.

Expiration Day Opening Imbalance Publication
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Rule 123C also provides that, as soon as practicable after 9:00 a.m. on expiration days, specialists are
required to publish market order imbalances of 50,000 shares or more in all stocks via the low-speed ticker
and the news services. A “no imbalance” status will not be published for any stock.

Due Diligence Requirements and Compliance Procedures

Consistent with the requirements of Exchange Rule 405, before any at-the-close order is transmitted to
the Floor, the member organization accepting the order must exercise due diligence to learn the essential
facts relative to the order, including the purpose and propriety of the at-the-close instruction. In addition, an
imbalance of orders at or near the close, caused in part by the entry of such orders, could lead to trading
being halted in the security and such orders not receiving an execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep
in mind the requirements of Exchange Rule 97 regarding member trading. Firms should review procedures
utilized in connection with orders to be executed at or near the close with their traders and other order entry
personnel. Firms should also review systemic order entry functions (e.g., algorithms or “smart servers”) for
compliance with the provisions of this Information Memorandum. Firms should also review the provisions of
Information Memo No. 95-28 (July 10, 1995) (see Attachment A), which discussed trading near the close and
trading activity that would constitute violations of Exchange Rules as well as federal securities laws.

In that connection, firms are reminded that where a firm has committed to purchase from (sell to) a customer
an order at a price that is derived from the closing price (e.g., VWAP and MOC orders), reserving a significant
position of its hedging or covering transaction to be executed at or near the close, it must operate with
substantial care. If the transaction is completed in a manner that does not effectively place the firm at market
risk or if the transaction does not provide an opportunity for possible contra side interest to develop and/or
react to the activity, it would raise manipulative concerns and would operate as conduct inconsistent with just
and equitable principles of trade. This could occur if a firm's trader or firm's “smart server” entered a single or
multiple orders into the market at or near the close.

In addition, members and member organizations should review other applicable SEC and New York Stock
Exchange regulations, such as Section 9(a)(2) of the Securities Exchange Act and Rules 10a-1, 10b-5, as
well as the margin and capital rules. Firms must ensure that they have adequate policies and procedures in
place to detect, deter, and prevent such potentially violative conduct.

Questions concerning this memorandum may be addressed to the following persons in the Market
Surveillance Division:

Margo Hassan, Director, Member Trading and Audit Trail at (212) 656-2282

Rohan Prashad, Director, Member Trading and Audit Trail at (212) 656-6772

Jerome Reda, Director, Specialist Surveillance at (212) 656-5354

Thomas Raimonde, Director, Specialist Surveillance at (212) 656-2219

Patrick Giraldi, Director, On Floor Surveillance Unit at (212) 656-6804

Carol Krusik, Manager, Rule Interpretation and Member Education at (212) 656-4597

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Attachments

Information Memo Number 95—28
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July 10, 1995

New York Stock

Exchangell Wall Street

New York, NY 10005

NYSE

Market Surveillance

ATTACHMENT A

TO: All Members and Member Organizations

SUBJECT: Positioning to Facilitate Customer Orders

The purpose of this memorandum is to present the Exchange's views of various trading strategies employed
by member organizations to facilitate customer stock or program orders. Although it is not possible to provide
an all-inclusive discussion of these strategies, the Exchange believes it is important to describe the kind of
activity which would be inconsistent with just and equitable principles of trade.

A member organization “A” commits to sell (buy) securities after the close to (from) a customer at the closing
price on the Exchange. To position itself to facilitate this transaction, “A” buys (sells) the stock(s) throughout
the day in a proprietary account, assuming the risk of the market. In order to reduce the risk of the proprietary
position it is assuming during the day, “A” leaves a portion of the position to be executed at the close. If
the size of the transaction(s) “A” intends to execute at the close can reasonably be expected to impact the
closing price(s), “A” should not buy (sell) any stock related to that position near the close. (“A” would not be
precluded from entering proprietary market-on-close orders for execution in the closing transaction, if “A”
is not representing any proprietary orders near the closing transaction). What constitutes “near the close”
depends upon the degree of risk which can reasonably be attributed to the position established by that trade
versus the reasonably anticipated impact the trade at the close will have on the closing price. While each
situation may be unique, depending upon the size of the transaction and the liquidity of the stock, generally
trades executed after 3:40 p.m. would be considered “near the close”. Engaging in such transactions for
the firm's proprietary account would be conduct inconsistent with just and equitable principles of trade.
However, “A” would not be precluded from executing the customer's order on an agency basis at any time,
including at or near the close. It should be recognized, however, that this does not preclude the Exchange
from determining that such activity may be a violation of the anti-manipulative provisions of the Securities
Exchange Act of 1934 or Exchange rules.

Similarly, intra-day, it would be conduct inconsistent with just and equitable principles of trade for a member
organization to effect any transactions in a stock while knowing of the imminent execution of a block, in
order to subsequently liquidate the position by participating on the contra-side of the block transaction. For
example, if “A” knows a block will be bought one-quarter of a point up from the current market, “A” should not
buy stock to subsequently sell into the block transaction at the higher price.

In addition, it would be conduct inconsistent with just and equitable principles of trade for any person to
disclose to any other person trading strategies or customers' orders for the purpose of that person taking
advantage of the information for personal benefit or for the benefit of the member organization. This does not,
however, preclude a member organization from soliciting interest to trade with the contra side of a block in the
normal course of engaging in block facilitation activities.

Member organizations are required to establish and maintain procedures reasonably designed to review
facilitation activities for compliance with Exchange rules and federal securities laws. Member organizations
must ensure that trading strategies engaged in by their proprietary traders to facilitate customers' orders
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have an economic basis and are not engaged in to mark the closing price or to mark the value of a position.
In addition, before any at-the-close customer order is transmitted to the Floor, the member organization
accepting the order must exercise due diligence to learn the essential facts relative to the order, including
the purpose and propriety of the at-the-close instructions, particularly when it has knowledge of other orders
executed for the customer's account during the day.

Questions regarding the above may be directed to Agnes Gautier at (212) 656-4608.

Robert J. McSweeney

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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March 9, 2005

  
New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005
 Member Firm Regulation

NYSE

ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, CHIEF COMPLIANCE OFFICER

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: APRIL 1ST REPORTING REQUIREMENT - ATTESTATIONS - RULES 351 AND 472

Rule 351 (“Reporting Requirements”) requires 1   members and member organizations that prepare, issue or
distribute research reports or whose research analysts make public appearances, to annually submit to their

Designated Examining Authority a letter of attestation, signed by a senior officer or partner, 2   representing
that the member or member organization has established and implemented written procedures reasonably
designed to comply with the provisions of Rule 472. The attestation must also specifically certify that each
research analyst's compensation was reviewed and approved in accordance with the requirements of Rule
472(h)(2) and that the basis for such approval has been documented. This attestation is required to be
submitted by April 1 of each year in the manner prescribed below by the Exchange.

For the year ending 2004, members and member organizations will be required to file the Rule 351(f)
attestation (see Exhibit A) with the Exchange, on or before April 1, 2005 but not earlier than March 15, 2005,

utilizing the Exchange's Enterprise Ad Hoc Reporting System (“eARS”) 3   via the Electronic Filing Platform

(“EFP”). 4 

In addition, each member and member organization must maintain, as part of its books and records, a copy
of the signed letter of attestation and must make such attestation available to the Exchange upon request.
However, if a member or member organization neither prepares, issues nor distributes research reports or if
their associated persons do not make public appearances, submission of the attestation is not required.

Failure to comply with Rule 351(f) could subject a member or member organization to disciplinary action by
the Exchange.

Any questions relating to this Memo should be addressed to your Finance Coordinator. For technical
assistance regarding EFP, please contact the PC Service Center at 212-383-2062.

___________________________

Donald van Weezel

Vice President

Member Firm Regulation

Attachments

Exhibit A
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RULE 351(f) - Annual Attestation Regarding Rule 472 Compliance Procedures and Research Analysts'
Compensation

Name of Member or Member Organization: ______________________________

1. Did any research analyst or associated person of the member or member organization make a
public appearance or did the member or member organization prepare, issue or distribute research
reports?

Yes _____
No _____

2. If yes, [has/have] [Name of Member or Member Organization] established and implemented
procedures reasonably designed to comply with the provisions of Rule 472 (“Communications with
the Public”)?

Yes _____
No _____
N/A _____

3. [Name of Member or Member Organization] certifies that the compensation of each research
analyst, who was primarily responsible for the preparation of the substance of a research report,
was reviewed and approved in accordance with the requirements of Rule 472(h)(2), and that the
basis for such approval was documented.

Yes _____
No _____
N/A _____

__________________________________

Senior Officer's or Partner's Name

__________________________________

Senior Officer's or Partner's Title

__________________________________

Contact's Name and Phone Number

__________________________________

Date Submitted

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Rule 351(f).
2  See Rule 351(e) for the definition of senior officer or partner.
3  The eARS application provides Member Firm Regulation (MFR) with the ability to request information

from members and member organizations via the Electronic Filing Platform (EFP). The requests are
published through EFP as forms which are then accessible by members and member organizations to
update with data and submit back to MFR.
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4  EFP is an extranet built by the NYSE to support authenticated, encrypted two-way communications
between the NYSE and its membership. It is currently being used for such applications as branch office
approvals, short interest reports, and fingerprints.
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March 9, 2005

  
New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005
 Member Firm Regulation

NYSE

ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS AND RESEARCH DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: RULE 344 - RESEARCH ANALYST QUALIFICATION EXAMINATION (SERIES 86/87) FOR
TECHNICAL RESEARCH ANALYSTS

The Securities and Exchange Commission (SEC) has approved an interpretation to Rule 344 (Supervisory
Analysts) to provide for an alternative qualification standard for Part I (Series 86) of the Research Analyst

Qualification Examination for analysts that prepare only technical research reports. 1   This alternative is
similar to the CFA exemption approved by the SEC (see NYSE Information Memo 04-16, dated April 1,
2004). The exemption would permit research analysts who have passed Levels I and II of the Chartered
Market Technician (CMT) Examination Program, administered by the Market Technicians Association (MTA),
and who prepare only technical research reports, to obtain an exemption from the Series 86 examination.
In addition, the research analyst must either: (1) have functioned continuously as a research analyst
since having passed Level II of the CMT Certification Examination, or (2) have passed Level II of the CMT
Certification Examination within the last two years of application for registration as a research analyst with the
Exchange.

For purposes of this exemption, a “technical research report” is a research report, as defined in NYSE
Rule 472.10(2), that is based solely on stock price movement and trading volume and not on the subject
company's financial information, business prospects, contact with the subject company's management, or the
valuation of the subject company's securities.

Similar to the CFA exemption, an analyst granted an exemption from the Series 86 examination would be
qualified as a Research Analyst only after passing Part II (Series 87) of the Research Analyst Qualification
Examination. Before taking the Series 87 (or 86) examination, an analyst must pass the applicable
prerequisite examination, such as; the General Securities Representative Examination (Series 7), the Limited
Registered Representative (Series 17), or the Canada Module of the Series 7 examination (Series 37/38).
Analysts functioning as “research analysts” under Rule NYSE 472.40 on March 30, 2004, were granted a
grace period until April 4, 2005 to meet the registration requirements. In order to apply for the grace period,
member firms ought to have applied for the research analyst registration by June 1, 2004. Research analysts
who applied for registration after June 1, 2004 are not eligible for the grace period and are subject to the
normal qualification requirements. There will be no extension of the April 4, 2005 grace period to satisfy
the research analyst registration requirements.

Procedure for Submitting an Exemption Request

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

570

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P05-16%2909013e2c855b39e6?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE344/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE344/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/04-16/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE472.10%282%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE472.10%282%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE472.40/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


Concurrently with submission of a Uniform Application for Securities Industry Registration or Transfer Form
(Form U4) to register a candidate for the Series 86/87 examination via Web CRD, member organizations
must also request an exemption of the Series 86 examination in writing for those candidates. To request
the exemption, the member organization must submit the following information to the NASD Testing and
Continuing Education Department, which is processing requests on behalf of the NYSE, via e-mail at
RSCMT@nasd.com:

• Candidate's Name (Last, First, Middle)
• Candidate's CRD Number
• Candidate's Birth Date (MM/DD/YR)
• Broker-Dealer Name and CRD Number
• A statement of which prerequisite the candidate meets (i.e., whether candidate has either:

(1) functioned continuously as a research analyst since having passed Level II of the CMT
examination, or (2) passed Level II of the CMT examination within two years of application for
registration as a Research Analyst.)

Upon review, NASD will notify the member organization of the candidate's eligibility. Exemptions of the Series
86 examination will not be posted on a candidate's CRD record until the candidate passes the Series 87
examination. Those candidates who have not completed the required CMT examinations must complete both
the Series 86 and 87 examinations.

Those analysts who have not fulfilled the registration requirements to act as “research analysts,” pursuant
to Rule 344 by April 4, 2005, will not be able to function in the capacity of a research analyst until they have
completed (or received a waiver for) each examination.

Questions regarding this Memo may be directed to William Jannace at 212-656-2744 or Douglas G. Preston
at 212-656-4358.

___________________________

Donald van Weezel

Vice President

Member Firm Regulation

Attachments

Exhibit A

Research Analysts and Supervisory Analysts

Rule 344

Rule 344. Research analysts and supervisory analysts must be registered with, qualified by, and approved by
the Exchange.

.10 For purposes of this Rule, the term “research analyst” includes a member, allied member, or employee
who is primarily responsible for the preparation of the substance of a research report and/or whose name
appears on such report. Such research analysts must pass a qualification examination acceptable to the
Exchange.

.11 For purposes of this Rule, the term “supervisory analyst” includes a member, allied member, or employee
who is responsible for preparing or approving research reports under Rule 472(a)(2). In order to show
evidence of acceptability to the Exchange as a supervisory analyst, a member, allied member, or employee
may do one of the following:

(1) Present evidence of appropriate experience and pass an Exchange Supervisory Analyst Examination
(Series 16).
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(2) Present evidence of appropriate experience and successful completion of a specified level of the
Chartered Financial Analysts Examination prescribed by the Exchange and pass only that portion of the
Exchange Supervisory Analyst Examination (Series 16) dealing with Exchange rules on research standards
and related matters.

The Exchange publishes a Study Outline for the Research Analyst Examination and the Supervisory Analyst
Examination (Series 16).

Rule 344 RESEARCH ANALYSTS AND SUPERVISORY ANALYSTS

/01 Research Analysts

Qualifications

Research Analyst candidates shall qualify by taking the Research Analyst Qualification
Examination (Series 86/87). For purposes of this interpretation, the term “research analyst” is
defined in Rule 344.10. The Series 86 covers security analysis and valuation of equity securities.
The Series 87 covers pertinent rules and regulations of the self-regulatory organizations, and the
SEC.

Prerequisite

The General Securities Registered Representative Examination (Series 7) qualification is a
prerequisite for any Research Analyst candidate prior to taking either Part I (Series 86) or Part II
(Series 87) of the Research Analyst Qualification Examination.

Alternatively, the United Kingdom Limited Registered Representative (Series 17) Examination
and the Canadian Limited Registered Representative (Series 37/38) Examination will also
serve as prerequisites to taking either Part I or Part II of the Research Analyst Qualification
Examination.

In satisfying the Series 7, Series 17 or Series 37/38 examination prerequisite, Research Analyst
candidates will not be required to complete the four-month training period required of Registered
Representative candidates nor do they have to be approved by the Exchange pursuant to Rule
345.15/02 (see page 3459).

Candidates that have failed either Part I or II of the Research Analyst Qualification Examination
must wait 30 days before retaking either part of the examination.

NYSE Rule 344/01

Exemptions

Successful completion of Levels I and II of the Charter Financial Analyst (“CFA”) Examination
administered by the CFA Institute allows a Research Analyst candidate to request an exemption
from Part I (Series 86) of the Research Analyst Qualification Examination. If an exemption is
granted for Part I (Series 86), a candidate will be qualified as a Research Analyst after passing
Part II (Series 87) and the prerequisite examination (i.e., Series 7, 17, or 37/38 examinations).

Successful completion of Levels I and II of the Chartered Market Technician Program (“CMT”)
administered by the Market Technician Association (“MTA”) allows a Research Analyst
candidate who prepares only technical research reports to request an exemption from Part I
(Series 86) of the Research Analyst Qualification Examination. If an exemption is granted for
Part I (Series 86), a candidate will be qualified as a Research Analyst only after passing Part II
(Series 87) and the prerequisite examination (i.e., Series 7, 17, or 37/38 examinations).

To qualify for a CFA or CMT exemption a Research Analyst candidate must have: (i) completed
the CFA Level II or CMT Level II within two years of application for registration or (ii) functioned
as a research analyst continuously since having passed the CFA Level II or CMT Level II.
Applicants that have completed the CFA Level II or CMT Level II that do not meet criteria (i) or
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(ii) may where good cause is shown based upon previous related employment experience make
a written request to the Exchange for an exemption.

A technical research report is a research report as defined in Rule 472.10(2) that is based
solely on stock price movement and trading volume and not on the subject company's financial
information, business prospects, contact with the subject company's management, or the
valuation of a subject company's securities.

NYSE Rule 344/01

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See SEC Release No. 34-51240 (February 23, 2005), 70 FR 10451 (March 3, 2005) (Interpretation
attached as Exhibit A).
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March 8, 2005

  
New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 NYSE

Market Surveillance

ATTENTION: TRADING DESKS, ORDER ROOMS, COMPLIANCE DIRECTORS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: PROHIBITION ON “TRADE SHREDDING” AND RELATED CONDUCT BY MEMBERS AND
MEMBER ORGANIZATIONS

The purpose of this Information Memo is to alert members and member organizations that the New York
Stock Exchange (“NYSE”) views “trade shredding” (also known as “tape shredding”) or similar conduct in
connection with the entry of customer orders as inconsistent with just and equitable principles of trade.

“Trade shredding” is the practice of breaking customer orders for securities into multiple smaller orders for
the primary purpose of maximizing payments to the member or member organization without regard for the
customer's interests. Such payments may create a conflict of interest between the customer and the member
or member organization. By way of example only as to the type of payments at issue, as a result of the
manner in which market data revenues are calculated, market centers can derive a greater share of market
data revenue by increasing the number of trades that they report to the consolidated tape. At the same
time, some markets have adopted a practice of sharing these increased revenues with market participants,
including nonmembers, who send in orders. Thus, the Securities and Exchange Commission (“SEC”) is
concerned that an incentive exists for market participants receiving rebates to engage in distortive behavior,
such as trade shredding, as a means to increase their share of market data revenues while at the same time

disadvantaging customers. 1   Other economic arrangements between members or members organizations
and their customers, such as bulk order commission discounts, may create similar incentives to engage in
similarly distortive behavior.

The SEC has requested that all U.S. self-regulatory organizations implement rule changes to inhibit the
practice of trade shredding. The NYSE intends to amend its rules accordingly. At the same time, members
and member organizations are reminded that they are not permitted to break up customer orders or
engage in any similar conduct for the primary purpose of maximizing payments to the member or member
organization without regard for the customer's interests. Such conduct is inconsistent with just and equitable
principles of trade, and may result in formal disciplinary action.

Procedures for Ensuring Compliance

Members and member organizations are reminded that pursuant to Exchange Rule 342, they must have
appropriate systems, procedures and controls for ensuring compliance with the above-referenced policies.

Questions concerning this memorandum may be addressed to Daniel M. Labovitz, Market Surveillance, Rule
Development, at (212) 656-2081.
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___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  The NYSE does not share market data revenue with members or non-members.
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March 4, 2005

  
New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 NYSE

Arbitration

ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: VOLUNTARY SUPPLEMENTAL PROCEDURES FOR SELECTING ARBITRATORS

The Exchange, on January 27, 2005, filed with the Securities and Exchange Commission (the “SEC”) for
immediate effectiveness, an additional extension, through July 31, 2005, of the Voluntary Supplemental
Procedures for Selecting Arbitrators (the “Voluntary Procedures”). The Voluntary Procedures, which relate
to alternative methods for selecting arbitrators to serve on cases, were originally implemented on a two-year
pilot basis on August 1, 2000. Prior to expiration of the two-year pilot, the Exchange renewed the pilot for an
additional two years, through July 31, 2004, and then again for an additional six months through January 31,
2005

The Exchange currently has several methods by which arbitrators are assigned to cases, including the
traditional method whereby Exchange staff appoints arbitrators to cases. The Voluntary Procedures allow
parties to select arbitrators under three alternative methods. The first alternative is the Random List Selection
method by which the parties are provided randomly generated lists of public and securities classified
arbitrators. The parties have ten days to strike and rank the names on the lists. Based on mutual ranking of
the lists, the highest-ranking arbitrators are invited to serve on the case. If a panel cannot be generated from
the first list, a second list is generated, with three potential arbitrators for each vacancy, and one peremptory
challenge available to each party for each vacancy. If vacancies remain after the second list has been
processed, arbitrators are then randomly assigned to serve, subject only to challenges for cause.

The second alternative method is entitled Enhanced List Selection, in which six public and three securities
classified arbitrators are selected by staff, based on their qualifications and expertise. The lists are then sent
to the parties. The parties have a limited number of strikes to use and are required to rank the arbitrators not
stricken. Based on mutual ranking of the lists, the highest-ranking arbitrators are invited to serve on the case.

In addition, as a third alternative, the parties may agree on their own procedures for selecting arbitrators.
The parties must all agree to use one of the alternative methods. Absent such agreement, the traditional
method is used. The Exchange has also filed with the SEC proposed amendments to Rule 607, which would
make a variation of the Voluntary Procedures permanent. The Voluntary Procedures pilot has been renewed
for an additional 6 months (or less if the SEC approves the proposed amendments to Rule 607 prior to the
expiration of the 6 months).

Any questions about the Voluntary Procedures may be directed to Karen Kupersmith, Director of Arbitration,
at 212-656-4865.
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___________________________

Daniel Beyda

Chief Administrative Officer

NYSE Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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March 4, 2005

  
New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 NYSE

Market Surveillance

ATTENTION: TECHNOLOGY AND OPERATIONS OFFICERS, FLOOR MEMBERS, EQUITY TRADING
DESKS, AND REGULATORY AND COMPLIANCE OFFICERS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: EXCHANGE RULE 123(e) AND 123(f) - SYSTEM CAPTURE OF ORDERS AND TRADE
REPORTS

Background

Exchange Rule 123(e) requires that, subject to limited exceptions, no Floor member may represent or
execute an order on the Floor of the Exchange unless the details of the order have first been recorded in an
electronic system on the Floor (referred to as “Front End Systemic Capture” or “FESC”). The Rule further
provides that any member organization proprietary system used to record the details of the order must be
capable of transmitting these details to a designated Exchange database within such time frame as the
Exchange may prescribe. Rule 123(f) requires that reports of executions be entered into the same database
as required by Rule 123(e) for the entry of orders. Orders handled solely by SuperDOT are exempt from
FESC reporting since the details of such orders are recorded electronically.

This Information Memo sets forth new requirements to address certain technology issues that arise because
different order management systems are used to enter, process and report orders and trades on the
Exchange. The use of different systems has impacted the quality of the data relating to execution reports
entered into the FESC database pursuant to Rule 123(f). The Exchange recognizes that firms may need to
make adjustments to certain applications to comply with the new submission requirements described in this
memorandum. The new requirements must be implemented on or before April 29, 2005. If this date
cannot be met, please contact NYSE Market Surveillance personnel listed below.

Please note that the new programming requirements described below are based on the method whereby a
member's or member organization's orders are routed and executed. Accordingly, the new requirements will
vary, depending on the order management process. Please carefully review the order handling scenarios
described below and the new programming requirements applicable to each scenario.

Reporting to the FESC Database

All orders and executions that are entered into the NYSE order management systems (i.e., SuperDOT and
BBSS) are automatically captured into FESC. Order and execution information for all orders that are not
handled in an NYSE order management systems is “drop copied” into the FESC database.

There are three base scenarios for order and execution reporting in FESC:
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The order is entered into a proprietary order management system and is handled by that system throughout
its life on the Floor.

The order is entered into the Exchange's BBSS system and is handled by that system throughout its life on
the Floor. Executions may be submitted to the Exchange's On Line Comparison System (“OCS”) by either
BBSS or the proprietary order management system.

The order is first entered into a proprietary order management system and then is forwarded to BBSS,
SuperDOT or Display Book. The executions may be submitted to OCS by either an Exchange system or the
proprietary order management system.

Each scenario has implications for FESC Rule 123(e) and 123(f) reporting which affect the quality of the data.
To comply with these rules, and improve the quality of the data, the following new reporting changes are
required.

Scenario #1:

The order is entered into a proprietary order management system and is handled by that system
throughout its life on the Floor.

Orders are represented on the NYSE Trading Floor via a proprietary order management system,
executed in the crowd or with the specialist, reported back to the proprietary order management
system, which then sends the execution to OCS.

In this case, the proprietary order management system sends a FESC Drop Copy order for Rule 123(e)
reporting and subsequently sends a FESC Drop Copy execution report for Rule 123(f) reporting.

The combination of the entering firm mnemonic and the first 13 characters of the order id must be
unique.

New Requirement:

When the execution is sent to OCS for comparison, the firm is required to put the following on the OCS
submission:

• Entering Firm Mnemonic Field Positions 55-58 (Adds); or Field
Positions 129-132 (Changes)

• Order ID (first 7 chars) Order ID
(next 6 chars)

Field Positions 202-208 Field Positions
194-199

• Order Date (YYMMDD) Field Positions 260-265

The entering firm mnemonic, order id and order date must be the same as submitted to FESC when
the original order was first received in the proprietary order management system.

Scenario #2:

The order is entered into the Exchange's BBSS system and is handled by that system throughout
its life on the Floor. Executions may be submitted to OCS by either BBSS or the proprietary order
management system.

Orders are entered and represented on the NYSE Trading Floor in BBSS. If the order is executed, the
execution must also be entered into BBSS. There are various alternatives on how the order is executed and
reported.

a. Order and report submitted via BBSS, proprietary order management system submits to OCS.

The order is represented via BBSS. The order execution is reported via BBSS. The proprietary order
management system submits the execution to OCS.

In this case, BBSS sends a copy of the order for Rule 123(e) reporting and a copy of the execution report for
Rule 123(f) reporting.

New Requirement:
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When the execution is sent to OCS for comparison, the firm is required to put the following on the OCS
submission:

• Entering Firm Mnemonic Field Positions 55-58 (Adds); or Field Positions
129-132 (Changes)

• BBSS Branch and BBSS Seq Spaces Field Positions 202-208 Field Positions 194-199
• Order Date (YYMMDD) Field Positions 260-265

The entering firm mnemonic and BBSS Branch and Sequence Number must be the same as those submitted
in BBSS.

b. Order and report submitted via BBSS, BBSS submits the execution to OCS.

The order is represented via BBSS. The order execution is reported via BBSS. BBSS directly submits the
execution to OCS.

This scenario raises no issues requiring new programming and the firm is not required to take any new action.

Scenario #3:

The order originates from a proprietary order management system and then is forwarded to BBSS,
SuperDOT or Display Book.

a. Order and report submitted via BBSS, proprietary order management system submits to OCS.

The order is represented via the firm's proprietary order management system on the NYSE Trading Floor.
The order is routed to BBSS via CMS. The order execution is reported via BBSS. The proprietary order
management system submits the execution to OCS.

If the execution is done in the crowd or with the specialist, it must also be entered into BBSS. The proprietary
order management system submits the execution to OCS.

In this case, the proprietary order management system submits a drop copy of the order for Rule 123(e) to
FESC, BBSS also sends a copy of the order for Rule 123(e) to FESC and a copy of the execution report for
Rule 123(f) to FESC.

New Requirement:

When the order is routed from the proprietary order management system to BBSS, the firm must include
the firm mnemonic and proprietary order id on the CMS template in Line 3F or Line 4 as per Appendix A
(attached), so that the BBSS order can be identified as originating from the proprietary system order. When
the execution is sent to OCS for comparison, the firm is required to put the following on the OCS submission:

• Entering Firm Mnemonic Field Positions 55-58 (Adds); or Field Positions
129-132 (Changes)

• BBSS Branch and BBSS Seq Spaces Field Positions 202-208 Field Positions 194-199
• Order Date (YYMMDD) Field Positions 260-265

The entering firm mnemonic and BBSS Branch and Sequence Number must be the same as submitted in
BBSS.

b. Order and report submitted via BBSS, BBSS submits the execution to OCS

The order is received in the proprietary system on the NYSE Trading Floor. The order is routed to BBSS via
CMS. The order execution is reported via BBSS. BBSS directly submits the execution to OCS.

New Requirement:

When the order is routed from the proprietary order management system to BBSS, the firm must include the
firm mnemonic and proprietary system order id on the CMS template in Line 3F or Line 4, as per Appendix A,
so that the BBSS order can be identified as originating from the proprietary order management system order.

c. Order from proprietary order management system is manually entered into BBSS.
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i. BBSS directly submits to OCS.

The order is represented via the proprietary order management system on the NYSE Trading Floor. The
order is manually entered into BBSS. The order execution is reported via BBSS. BBSS directly submits the
execution to OCS.

ii. Proprietary order management system submits to OCS

The order is represented via the proprietary order management system on the NYSE Trading Floor. The
order is manually entered into BBSS. The order execution is reported via BBSS. The proprietary order
management system submits the execution to OCS.

In either case, BBSS sends a copy of the order for Rule 123(e) reporting and a copy of the execution report
for Rule 123(f) reporting.

New Requirement:

When the execution is sent to OCS for comparison, the firm is required to put the following on the OCS
submission:

• Entering Firm Mnemonic Field Positions 55-58 (Adds); or Field Positions
129-132 (Changes)

• BBSS Branch and BBSS Seq Spaces Field Positions 202-208 Field Positions 194-199
• Order Date (YYMMDD) Field Positions 260-265

The entering firm mnemonic and BBSS Branch and Sequence number must be the same as submitted in
BBSS.

d. Order from proprietary order management system is sent to SuperDOT or Display Book.

New Requirement:

When the order is forwarded from the proprietary order management system on the Exchange Floor to
SuperDOT or Display Book (e.g. as CAP or partial) the firm must include the firm mnemonic and proprietary
system order id on the CMS template in Line 3F or Line 4 as per Appendix A so that the order can be
identified as originating from the proprietary order management system order.

Please direct any technology questions to Deborah Lang, Managing Director, Information Services at (212)
656-5956.

Regulatory or compliance questions concerning Rule 123(e) or 123(f) should be directed to Margo Hassan,
Director, Market Surveillance, at 212-656-2282, or Rohan Prashad, Director, Market Surveillance, at
212-656-6772.

Appendix A - CMS Template for Proprietary Orders Forwarded to BBSS

Whenever an order is sent from a proprietary order management system on the Exchange Floor to an NYSE
system (SuperDOT, Display Book or BBSS), the Exchange is requiring that the firm mnemonic and the first
13 characters of the proprietary order id be supplied in Line3F or Line4 of the CMS template in the following
format:

//DC_ID#_ABC_123456˜

where:

• The // is static and is the start of Line 3F or Line 4
• The DC_ID# is static
• The _ (underline) is static
• ABC_ represents the firm mnemonic with a trailing _ (underline)

• 123456 represents the first 13 characters of the proprietary order id
• The ˜ is static.
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The firm mnemonic and order id must be the same as submitted to FESC when the proprietary order was first
received in the proprietary order management system.

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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February 15, 2005

  
New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005
 NYSE

Member Firm Regulation

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: CUSTOMER ACCOUNT SWEEPS TO BANKS

INTRODUCTION

In view of market conditions and the increasingly competitive industry environment, member organizations
continually seek to develop and offer customers new investment services and products, such as the “cash
sweep” account programs. In some cases, however, cash sweep account programs at member organizations
may have been instituted or changed without fully appropriate levels of disclosure and customer consent.
Such programs transfer customer funds over time out of the member organization to an interest bearing

account for the customer at a bank often affiliated 1   with the member organization. This memorandum
addresses issues involving the adoption of new cash sweep programs and provides procedures designed to
safeguard investor interests for programs currently in place. It has been prepared to set out best practices
under current Exchange rules. The Exchange will further explore the need for rulemaking in this area in the
near future.

CURRENT PROGRAMS

Member organizations have chosen to offer varying ways of managing cash balances in customer accounts.
Some firms offer one or more money market mutual funds while others offer accounts deposited in affiliated
or third-party banks, and several offer both. In some cases customers are offered a choice and in others the
funds are directed at the discretion of the firm.

Many of the bank sweep programs adopted to date have relied upon contractual language in customer
agreements, which may have been signed before the actual implementation of the new program or changes
to existing programs. This contractual language is seen to give the member organization authority to adopt
or amend the sweep plan without further consent from the customer, and has been referred to as prior or
negative consent.

The Exchange is concerned that certain program changes may be so significant and beyond the
contemplation and reasonable expectations of the customer at the time of the prior agreement that without

effective subsequent disclosure the use of prior or negative consent is not sufficient. 2   Instances of the use
of prior or negative consent in this regard may be deemed to be violative of existing Exchange rules.
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SUGGESTED PRACTICES

In light of the problems with certain programs noted to date, the Exchange is recommending the use of
the good business practices discussed below. Failure to follow the practices set forth in this Information
Memo may be deemed conduct inconsistent with good business practice under Exchange Rule 401
(“Business Conduct”), Rule 405 (“Diligence as to Accounts”), the supervisory requirements of Rule 342
(“Offices - Approval, Supervision and Control”) and Rule 472 (“Communications With the Public”), and may
constitute conduct inconsistent with just and equitable principles of trade under Rule 476(a)(6) (“Disciplinary
Proceedings Involving Charges Against Members, Member Organizations, Allied Members, Approved
Persons, Employees, or Others”).

EXCHANGE REVIEW OF NEW PROGRAMS

The Exchange strongly recommends that prior to implementing any new program or making any significant
change to an existing program, member organizations submit such plans to their Finance Coordinator for
review.

PROSPECTIVE DISCLOSURE

The propriety of prior or negative consent depends upon the specific terms of the initial customer agreement
and effective subsequent disclosure in view of the nature of the changes being proposed. Changes
substantially detrimental to the interests of the customer require more extensive and specific explanation and
disclosure than purely ministerial ones. Each change from the original plan must be considered in light of the
specific disclosures made and the nature of the proposed changes.

DISADVANTAGEOUS CHANGES IN THE RATE STRUCTURE

The Exchange will review each new program and/or change to an existing program individually, and would
expect that any customer agreement being used as a basis for prior or negative consent provides the
customer with notice of the process by which the agreement could be amended, together with effective
contemporary or subsequent disclosure, in order to justify such consent(s). Where the interest rate to be paid
by the bank is materially less than the rate currently paid by the customer's prior money market mutual fund
account; where the bank rate is a temporary promotional rate; or where the member organization's business
model or known plans propose lowering the rate, whether in real terms or as against market rates, prior or
negative consent may not be adequate.

CUSTOMER DISCLOSURES

As discussed more fully below, member organizations must disclose the terms and conditions, risks and
features of their programs, conflicts of interest, current interest rates, the manner by which future interest
rates will be determined, as well as the nature and extent of SIPC or FDIC insurance available. In addition,
customers should be advised of which entity to contact should they wish to gain access to their funds. All
such disclosures should be forthright, clear, complete, prominent and unambiguous. Given the complicated
nature of these disclosures, these points should also be summarized in a concise document, preferably
on one or two pages, written in plain English and referring customers to places where additional and more
detailed disclosure is available. These disclosures should be made: (1) at the time when such programs are
first implemented by the member organization, (2) at the opening of new accounts, and (3) as changes are
made to an existing program.

CONFLICTS OF INTEREST

Rule 472(i) (“General Standards For All Communications”) provides, in pertinent part: “No member or
member organization shall utilize any communication which contains (i) any untrue statement or omission

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

584

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE401/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE405/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE342/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE472/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE476%28a%29%286%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE472%28i%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


of a material fact or is otherwise false or misleading”. Member organizations therefore must include in their
agreements or disclosure documents any conflicts of interest in connection with the cash sweep program,
including whether the member organization receives compensation or other benefits for customer balances
maintained at the bank, and if so the expected range of such compensation, as well as a disclosure of the
difference, if any, between the rates of return at the existing money market fund and the proposed bank
sweep fund. A change from a money market mutual fund to a bank sweep fund may be inconsistent with
the customer's reasonable expectations with regard to money market rates. While a registered investment
company, such as a money market mutual fund, is bound by fiduciary obligations to its shareholders
(customers of the member organization) to seek the highest rates prudently available (less disclosed fees
and expenses), when customer funds are swept to an affiliated bank it is in the interest of the member
organization and its affiliates to pay as low a rate as possible, consistent with their views of competitive
necessities. There may be no necessary linkage with rates prevailing in the market, and these funds are not
being managed, in this instance, under the same fiduciary obligations.

FDIC LIMITS OF COVERAGE

Generally, FDIC insurance provides protection for bank deposits up to $100,000. Member organizations that
sweep amounts in excess of $100,000 per customer to any single bank could cause customers to exceed the
FDIC insurance limit, thereby leaving the excess amount uninsured. For this reason, member organizations
must assure that initial agreements and continuing disclosures assist the customer in understanding whether
or not bank balances have insured status. Such disclosure should address the possibility that prior or free-
standing bank accounts might exist that may impact insurance coverage, as when the member organization
utilizes a bank which accepts customers independent of the sweep program.

The Exchange would regard the placement of customer funds by member organizations with banks in excess
of the insured limits of the FDIC as requiring either specific notice and agreement at the time of the signature
of the customer agreement being relied upon for the prior or negative consent or effective subsequent
disclosure. In the absence of effective contemporary or subsequent disclosure and the prominent placement
of the clause in question, prior or negative consent may not be relied upon for the investment of customer
funds in amounts in excess of the applicable FDIC limit in new programs going forward. Similarly, appropriate
disclosure must be made and consents obtained for new customers in existing bank sweep programs where
funds may be placed in banks in amounts exceeding FDIC limits.

SIPC COVERAGE

Member organizations comparing the risk of loss in an FDIC insured account to the risk of loss of an
investment in a money market mutual fund for which SIPC protection is or is not available should be certain
that their descriptions are accurate and not misleading.

Comparing the SIPC protection which is available when a member organization fails financially due to
malfeasance and other reasons to investment risk of loss is misleading. SIPC does not protect ordinary
market loss of any security, including loss in value of a money market mutual fund. Sales materials and other
similar types of communications that are misleading or that do not clearly set forth all applicable information
and/or disclosures would be in violation of Exchange Rule 472.

POSTING OF INTEREST RATES

Member organizations maintaining or instituting bank sweep programs are expected to post applicable bank
and money market mutual fund interest rates and information regarding conflicts of interest on their website,
if they have one, with prominent notice of the availability of such information. Use of statement legends or
inserts to disclose interest rates may be an effective alternative for member organizations that do not have
a website. Further, applicable interest rates posted on member organizations' websites should be updated
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on a regular basis to enable customers to reassess their investment decisions in changing interest rate
environments. The use of an “800” number for rate information may be a useful supplement.

TRAINING AND DUE DILIGENCE OF REGISTERED REPRESENTATIVES

In order to satisfy the requirements of Rule 405, member organizations should conduct appropriate training
of registered representatives to assure that they are familiar with the characteristics and risks of the available
choices as they relate to the needs of their customers. Where the member organization's business model
is “full service,” the registered representative's obligations under Rule 405 would include advising on and
discussing significant changes to the money market sweep program, such as material changes to the interest
rate model versus comparable alternatives, structural changes in the sweep program (such as the change
from a money market mutual fund to a bank sweep fund, or vice versa) to assure that customers understand
their options, and to communicate investment choices to new customers. In addition, it would be expected
that registered representatives would work with their customers to determine the appropriate money market
choices and seek to maximize their return within the context of their investment objectives and risk tolerance.
Consistent with the application of Rules 405 and 401, where customers affirmatively choose to utilize sweep
options which substantially disadvantage them vis a vis other investment alternatives, that choice should be
memorialized.

Where the member organization's business model is such that customer account activity is selfdirected, all of
the other requirements set forth in this Information Memo are applicable.

EXISTING SWEEP PROGRAMS

Member organizations which have previously instituted or changed sweep arrangements without providing
all of the appropriate disclosures discussed herein should effectively provide customers with those omitted
disclosures promptly, but no later than three months after the date of this Information Memo. The utilization of
the one or two page, plain English disclosure document discussed herein is required, and if so deemed by the
member organization may be sufficient to satisfy these disclosure requirements.

MAINTENANCE OF RECORDS

In some instances, a member organization may maintain customer balances on an omnibus basis with an
affiliated bank. In such case, a member organization must maintain detailed individual customer balances
in its books and records on behalf of the bank and its customers, as the bank will know only the aggregate
balance attributable to all customers. In order to maintain accounts in this manner, member organizations
must ensure that the bank's business continuity plan would enable it to comply with Rule 446 (“Business
Continuity and Contingency Plans”) and appropriate bank regulatory requirements for business continuity.
Rule 446 requires that a member organization's plan must specifically address how it will assure customers
prompt access to their funds in the event of a significant business disruption. Further, all such records
must be made in accordance with and available for Exchange inspection pursuant to Rule 440 (“Books and
Records”).

POTENTIAL NET CAPITAL AND CUSTOMER PROTECTION IMPLICATIONS

Member organizations that have sweep arrangements whereby customer funds leave the brokerdealer and
are held for any period of time by a party other than the bank must address critical issues relating to customer

protection and net capital requirements. 3   Customer credit balances that leave the broker-dealer and are
not immediately reinvested in an FDIC protected account may be deemed to be included as a credit in the
reserve formula. In addition, any receivable on the broker-dealer's books resulting from a sweep may be
deemed to be a non-allowable asset. Member organizations proposing to adopt such plans should review
them with their Finance Coordinator prior to implementing them.
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CUSTOMER ACCOUNT STATEMENTS

While many of the sweep programs seen to date preserve member organization control over the funds,
as discussed above, where such control is absent differing standards are applicable. Where customer
balances swept to a bank are not under the control of the member organization, they may be reflected on

the customer's account statement only in accordance with the following combined account statement 4  
requirements, as applicable:

▪ Member organizations must indicate that the statement is informational, and is provided as a
courtesy and includes assets held at different entities;

▪ Member organizations must identify each other entity, their relationship (if any) to each other and
their respective functions; and

▪ Relative to services provided for assets included on the summary: clearly distinguish between assets
held at each entity; identify the customer's account numbers at each entity; and provide a customer
service telephone number at each entity (if the account number and customer service numbers are not
included on the underlying statements).

ANTI-MONEY LAUNDERING PROCEDURES

Member organizations should be aware that some forms of cash sweep programs may raise antimoney
laundering (“AML”) concerns. Specifically, if the customer's account at the bank allows the customer to make
deposits and/or withdrawals into or out of the account, the member organization must, where appropriate,
incorporate procedures for review of this type of account in its AML policies and procedures, pursuant to Rule
445 (“Anti-Money Laundering Compliance Program”).

SUMMARY OF RECOMMENDATIONS

EXCHANGE REVIEW OF NEW PROGRAMS

The Exchange strongly recommends that prior to implementing any new program or making any significant
change to an existing program member organizations submit such plans to their Finance Coordinator for
review.

USE OF PRIOR OR NEGATIVE CONSENT

Member organizations proposing to rely upon customer agreements signed prior to the implementation of the
bank sweep programs to effect significant changes of the type discussed in this Information Memo are urged
to submit such agreements to their Finance Coordinator well in advance of taking any action. The Exchange
will review such documents and plans and advise the member organization whether it may rely upon the prior
or negative consent of its customers given the specific facts and disclosures.

DISCLOSURES

Disclosures must be made clearly, prominently and in plain English, and must be summarized for the
customer in a concise statement, preferably on one or two pages. Disclosures must address conflicts of
interest, the method or basis for setting interest rates, the risks and features of the sweep program and
applicable insurance coverage. Disclosures must be made upon the adoption of a new program, material
changes in an existing program and upon the opening of a new account.

DISCLOSURES REGARDING EXISTING BANK SWEEP PROGRAMS

Where the disclosures made in adopting an existing bank sweep program did not address the elements
discussed in this Information Memo, member organizations should make such disclosures, including the one
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or two page, plain English summary, promptly, but no later than three months after the date of this Information
Memo.

POSTING INTEREST RATES

Good business practice would recommend the posting of information on available interest rates prominently,
on websites where applicable or customer statements, on a current and continuing basis.

Questions concerning this Information Memo may be addressed to Gregory Taylor at 212-656-2920 or
William Jannace at 212-656-2744.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  While the bank sweep accounts seen to date are chiefly with banks affiliated with a member
organization, the concerns and problems discussed below would be essentially the same absent such
affiliation.

2  With regard to existing sweep programs, it is not intended that member organizations which secured
prior consent and made effective subsequent disclosure secure affirmative consent for such programs.

3  See Exchange Act Rules 15c3-1 ("Net Capital Requirements for Brokers and Dealers") and 15c3-3
("Customer Protection - Reserves and Custody of Securities").

4  See Information Memo 97-56 (December 18, 1997), which elaborates upon Rule 409 ("Statements of
Accounts to Customers").
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 05-12

Click to open document in a browser

February 22, 2005

  
New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005
 NYSE

Member Firm Regulation

ATTENTION: CHIEF EXECUTIVE OFFICER, CHIEF OPERATIONS OFFICER, MANAGING PARTNER,
AND CHIEF COMPLIANCE OFFICER

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO RULES 343, 35, 412, AND 476A

On February 10, 2005, the Securities and Exchange Commission (“SEC”) approved amendments to New
York Stock Exchange, Inc. (“NYSE” or the “Exchange”) Rule 343 (“Offices - Sole Tenancy, Hours, Display
of Membership Certificates”), Rule 35 (“Floor Employees To Be Registered”), and Rule 412 (“Customer
Account Transfer Contracts”). The SEC also approved a corresponding amendment to NYSE Rule 476A
(“Imposition of Fines for Minor Violation(s) of Rules”) to allow the Exchange to sanction members’ and
member organizations’ (the “Membership’s”) less serious violations of the new provisions of Rule 35 (Rule

35.80) pursuant to the minor fine provisions of Rule 476A (Exhibit A). 1   These rule changes are effective
immediately.

Amendment to Rule 343(d)

Rule 343 includes certain procedures that are intended to, among other things, avoid confusion regarding
the Membership affiliation of persons conducting a securities or commodities business with the public. Rule
343(d) required members and member organizations maintaining customers’ offices to display in each such
office a certificate of membership provided by the Exchange, and required such certificates to be returned to
the Exchange upon termination of the office or the member’s or member organization’s Membership status. In
practice, these certificates were frequently not returned. Therefore, Rule 343(d) has been rescinded, and the
Membership is no longer required to return certificates of membership upon termination of customer offices.

Amendment to Rule 35 (Adding Rule 35.80) and Corresponding Amendment to Rule 476A

The Exchange’s Floor Official Manual requires the Membership to notify the Security Office of the Exchange
within 24 hours of a Floor member’s or employee’s termination, and to surrender such member’s or
employee’s Exchange-issued identification card to the Security Office within five business days of termination,
or upon the cancellation of the member’s or employee’s card prior to expiration. Floor employees of members
and member Organizations who are reassigned to non-Floor functions are also subject to the requirements.

Due to potential security risks, the time allowed for surrendering Exchange-issued identification cards has
been shortened from five days to one day. Furthermore, all of the aforementioned requirements have been
codified in the Exchange’s rules to enable the Exchange to better enforce those requirements. Thus, the
additional provisions of Rule 35.80 require the Membership to notify the Exchange’s Security ID Office, and

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

589

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P05-12%2909013e2c855b39de?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE343/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE35/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE412/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE476A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE343/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE35/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE412/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE476A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE35/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE35.80/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE35.80/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE476A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE343/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE35/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE35.80/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE476A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE35.80/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


surrender Exchange-issued identification cards, within 24 hours of all Floor member or employee terminations
and re-assignments to non-Floor duties, or cancellation of a member’s or employee’s Exchange-issued
identification card prior to expiration. Finally, violations of Rule 35.80 have been added to Rule 476A’s “List
of Exchange Rule Violations and Fines” to allow the Exchange to sanction the Membership’s less serious
violations of the new provisions pursuant to the minor fine provisions of Rule 476A.

If you have any questions regarding this Information Memo, please contact Ronald Rubin at (212) 656-4426.

___________________________

Donald van Weezel

Vice President

Member Firm Regulation

Exhibit A

Deletions [Bracketed]

Additions Underscored

Rule 343

Offices - Sole Tenancy, Hours, Display of Membership Certificates

(Rule 343(a) through 343(c) unchanged)

(d) Members and member organizations maintaining customers' offices are required to display in each such
office a certificate of membership provided by the Exchange. Such certificate shall be at all times the property
of the Exchange[, and every such certificate shall be returned upon termination of the office or of the status as
a member organization].

* * * * *

___________________________

Rule 35

Floor Employees To Be Registered

No employee of a member or member organization shall be admitted to the Floor unless he is registered with,
qualified by and approved by the Exchange, and upon compliance of both the employer and employee with
such requirements as the Exchange may determine.

Supplementary Material

(Rule 35.10 through 35.70 unchanged)

.80 Notifications to Security Office and Return of Exchange-Issued Identification Cards

In the event of:

(1) A Floor member’s or employee’s termination, or

(2) Cancellation of a member’s or employee’s Exchange-issued identification card prior to expiration, or

(3) A member or member organization’s re-assignment of a Floor member or employee to non-Floor functions

Members and member organizations must notify the Exchange’s Security Office of the termination,
cancellation, or re-assignment, and must surrender the member’s or employee’s Exchange-issued
identification card to the Exchange’s Security Office, within 24 hours of the termination, cancellation, or re-
assignment.
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___________________________

Rule 412

Customer Account Transfer Contracts

(Rule 412(a) through 412(f) unchanged)

[(g) Unless an exemption has been granted pursuant to paragraph (f) of this rule, the Exchange may
impose upon a member organization a fee of up to $100 per securities account for each day such member
organization fails to adhere to the time frames or procedures required by this rule and related published
interpretations.]

* * * * *

___________________________

Rule 476A

Imposition of Fines for Minor Violation(s) of Rules

(Rule 476A (a) through (e) unchanged)

Supplementary Material:

___________________________

List of Exchange Rule Violations and Fines

Applicable Thereto Pursuant to Rule 476A

• Rule 15 (ITS and Pre-Opening Applications) and Rule 15A (ITS "Trade-Throughs" and "Locked-Markets"
and ITS Block Trade Policy)

• Rule 35 requirement that employees of members and member organizations be registered with, qualified by,
and approved by the Exchange before being admitted to the Trading Floor.

• Failure to notify the Exchange’s Security Office and surrender Exchange-issued identification cards within
24 hours of Floor members’ or employees’ termination or re-assignment, or cancellation of such identification
cards, as required by Rule 35.80

* * * * *

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities and Exchange Act Release No. 51188 (February 10, 2005), 70 FR 8123 (February 17,
2005) (SRNYSE- 2004-63).
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February 8, 2005

  
New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 NYSE

Market Surveillance

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: CORRECTION TO INFORMATION MEMO NO. 05-08 for TRADING OF ISHARES KLD SELECT
SOCIAL INDEX FUND

The sentence in the section “Hours of Trading” on page 2 of Information Memo 05-08 regarding the iShares®
KLD Select Social™ Index Fund should read as follows:

Hours of Trading

Trading in the Fund will be 9:30 a.m. until 4:15 p.m.

The trading hours were incorrectly printed as 9:30 p.m. until 4:00 p.m. on page 2. Other than this revision,
there are no changes to the text of Information Memo No. 05-08.

Questions concerning the matters discussed in this Memorandum may be addressed as follows:

General Questions on ETFs

James P. McGowan (212) 656-2490 (Exchange Traded Funds)
Michael Cavalier (212) 656-2474 (Office of the General Counsel)
Questions on:
Due Diligence Stephen A. Kasprzak (Member Firm Regulation) (212) 656-5226
Specialist Issues Donald Siemer (Market Surveillance) (212) 656-6940

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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January 31, 2005

  
New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005
 NYSE

Member Firm Regulation

ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS AND RESEARCH DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: RULE 344 - RESEARCH ANALYST QUALIFICATION EXAMINATION (“SERIES 86/87”) FOR
TECHNICAL RESEARCH ANALYSTS

The New York Stock Exchange has submitted a rule filing with the Securities and Exchange Commission to
provide for an alternative qualification standard for Part I (Series 86) of the Research Analyst Qualification
Examination for analysts that prepare technical research reports. This alternative is similar to the CFA
exemption approved by the SEC (see NYSE Information Memo 04-16, dated April 1, 2004). The exemption
would permit research analysts who have passed Levels I and II of the Chartered Market Technician (“CMT”)
Program and who only prepare technical research reports, to obtain an exemption from the Series 86
examination. Similar to the CFA exemption, an analyst granted an exemption from the Series 86 examination
will be qualified as a Research Analyst only after passing Part II (Series 87) of the Research Analyst
Qualification Examination and the prerequisite examination (i.e., Series 7, 17, 37/38 examinations).

Technical Research Analysts will have to qualify as research analysts by April 4, 2005.

Further information regarding the process and manner in which these analysts may seek this exemption will
be provided in a future information memo.

Questions regarding this Memo may be directed to Williams Jannace at 212-656-2744 or Douglas G. Preston
at 212-656-4358.

___________________________

Donald van Weezel

Vice President

Member Firm Regulation
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The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

593

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P05-09%2909013e2c855b39d8?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE344/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/04-16/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 05-08

Click to open document in a browser

January 28, 2005

  
New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 NYSE

Market Surveillance

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: TRADING OF ISHARES KLD SELECT SOCIAL INDEX FUND

Trading in iShares ® KLD Select Social TM Index Fund (“Fund”) will begin on the NYSE on January 28, 2005
under the symbol KLD.

This information memo reviews the various rules and policies applicable to trading in iShares® funds based
on an equity index. For additional information regarding rules applicable to Exchange Traded Funds (“ETFs”),
including series of the iShares Trust, see Information Memo 03-52 (November 14, 2003).

Backqround Information on the Fund

Barclays Global Fund Advisors (the “Advisor”) is the investment advisor for the Fund and is registered under
the Investment Advisers Act of 1940. The Advisor is a wholly owned subsidiary of Barclays Global Investors,
N.A., which is in turn a wholly owned indirect subsidiary of Barclays Bank PLC of the United Kingdom. SEI
Investments Distribution Co. (the “Distributor”), a Pennsylvania corporation and broker-dealer registered
under the Securities Exchange Act of 1934 (the “Act”), is the principal underwriter and distributor of Creation
Unit Aggregations (as defined below) of iShares. The distributor is not affiliated with the Exchange or the
Advisor. Investors Bank & Trust Company is the administrator, custodian and transfer agent for each Fund.

iShares KLD Select Social Index

According to the Fund's prospectus, the iShares KLD Select SocialSM Index Fund seeks investment results
that correspond generally to the price and yield performance, before fees and expenses, of the KLD Select
Social Index (the “Index”). The Index is designed to maximize exposure to large capitalization companies that
KLD Research & Analytics, Inc. (“KLD”) determines have positive social and environmental characteristics,
while at the same time maintaining risk and return characteristics similar to the Russell 1000® Index. The
Index consists of approximately 250 to 350 companies drawn from the universe of companies included
in the Russell 1000® Index and the S&P 500® Index. KLD evaluates each eligible company's social and
environmental performance using standardized criteria and assigns a “score” to each company. Companies
with relatively higher scores have a higher representation in the Index than they do in the Russell 1000®
Index. Companies with relatively lower scores have a lower representation in the Index than they do in the
Russell 1000® Index. Companies that KLD determines are in the tobacco industry are excluded from the
Index. The Fund uses a Representative sampling strategy to try to track the Index.
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The Russell 1000® Index measures the performance of the large capitalization sector of the U.S. equity
market. The Russell 1000® Index includes approximately 80% of the market capitalization of all publicly
traded U.S. equity securities and is a capitalization-weighted index of the approximately 1,000 largest
companies in the Russell 3000® Index which, as of the close of business on December 31, 2004, represents
approximately 93% of the total market capitalization of the Russell 3000 Index.

The S&P 500® Index measures the performance of the large-capitalization sector of the U.S. equity market.
As of the close of business on December 31, 2004, the Index included approximately 78% of the market
capitalization of all publicly traded U.S. equity securities. The stocks in the Index are selected according to the
total market value of their outstanding shares.

A more complete description of the Fund and the Index, as well as the Fund's top portfolio holdings, can be
found at www.iShares.com. Fund fact sheets provide information regarding the Fund's top holdings and may
be requested by calling 1-800-iShares.

Issuance of Creation Unit Aggregations

In General. Shares of the Fund will be issued on a continuous offering basis in groups of 50,000 shares or
more. These “groups” of shares are called “Creation Unit Aggregations”. The Fund will issue and redeem
Fund shares only in Creation Unit Aggregations. As with other open-end investment companies, Fund shares
will be issued at the net asset value (“NAV”) per share determined after an order in proper form is received.

IShares Trust will cause to be made available daily the names and required number of shares of each of
the securities to be deposited in connection with the issuance of the Fund shares in Creation Unit size
aggregations for the Fund, as well as information relating to the required cash payment representing, in part,
the amount of accrued dividends for the Fund.

Principal Risks

Interested persons are referred to discussion in the iShares Trust prospectus (available at www.iShares.com)
of principal risks of an investment in the Fund. These include market risk, tracking error risk (factors causing a
Fund's performance to not match the performance of the underlying Index), market trading risk (for example,
trading halts, trading above or below net asset value), and other risks.

Hours of Trading

Trading in the Fund will be 9:30 a.m. until 4:00 p.m.

Exchange Rules Applicable to the Trading of ETFs

Generally, the rules applicable to ETFs are applicable to this Fund since this Fund falls within the definition of
an Investment Company Unit, as provided in Paragraph 703.16 of the Listed Company Manual and Exchange
Rule 1100. See Information Memo Number 01-20 (July 31, 2001), which was issued in connection with the
trading of other ETFs.

The rules and policies as well as certain exemptions from the Securities Exchange Act of 1934 and NYSE
Rules are identical for this Fund as they are for all other iShares funds based on an equity index traded on
the Exchange. These rules and policies are set forth in Information Memo 03-52 (November 14, 2003). This
Memo is available on www.nyse.com/regulation.

Exemptive, Interpretive and No-Action Relief Under Federal Securities Regulations and
NYSE Rules

The Securities and Exchange Commission (“SEC”) has issued exemptive, interpretive and no-action relief
from certain provisions of and rules under the Act regarding trading in the above-mentioned Fund. In addition,
the Exchange has taken an interpretive position with respect to its short sale rule.
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Short Sale Rules - Transactions in the Fund will not be subject to “tick” requirements of the short sale rule of
the Commission (Rule 10a-1) or the Exchange (Rule 440B). Short orders must be marked SHORT or SHORT
EXEMPT.

Regulation M Exemptions - Generally, Rules 101 and 102 of Regulation M prohibit any “distribution
participant” and its “affiliated purchasers” from bidding for, purchasing, or attempting to induce any person
to bid for or purchase, any security which is the subject of a distribution until after the applicable restricted
period, except as specifically permitted in Regulation M. The provisions of the Rules apply to underwriters,
prospective underwriters, brokers, dealers, and other persons who have agreed to participate or are
participating in a distribution of securities.

The SEC has granted an exemption from Rule 101 under Regulation M to permit persons participating
in a distribution of shares of the above-mentioned Fund to engage in secondary market transactions in
such shares during their participation in such a distribution. In addition, the SEC has granted relief under
Regulation M to permit persons who may be deemed to be participating in the distribution of shares of the
above-mentioned Fund (i) to purchase securities for the purpose of purchasing Creation Unit Aggregations of
Fund shares and to (ii) tender securities for redemption in Creation Unit Aggregations. Further, the SEC has
clarified that the tender of Fund shares to the Fund for redemption does not constitute a bid for or purchase of
any of the Fund's securities during the restricted period of Rule 101. The SEC has also granted an exemption
pursuant to paragraph (e) of Rule 102 under Regulation M to allow the redemption of Fund shares in Creation
Unit Aggregations during the continuous offering of shares.

Customer Confirmations for Creation or Redemption of Fund Shares (Rule 10b-10) - Broker-dealers who
handle purchases or redemptions of Fund shares in Creation Unit size for customers will be permitted to
provide such customers with a statement of the number of Creation Unit Aggregations created or redeemed
without providing a statement of the identity, number and price of shares of the individual securities tendered
to the Fund for purposes of purchasing Creation Unit Aggregations (“Deposit Securities”) or the identity,
number and price of shares of to be delivered by the Trust to the redeeming holder (“Redemption Securities”).
The composition of the securities required to be tendered to the Fund for creation purposes and of the
securities to be delivered on redemption will be disseminated each business day and will be applicable
to requests for creations or redemption, as the case may be, on that day. This information will be publicly
available at the Exchange and will be made available to requesting broker-dealers or other persons through
other third-party information providers. This exemptive relief under Rule 10b-10 with respect to creations and
redemptions is subject to the following conditions:

(1) Confirmations to customers engaging in creations or redemptions must state that all information required
by Rule 10b-10 will be provided upon request;

(2) Any such request by a customer for information required by Rule 10b-10 will be filed in a timely manner, in
accordance with Rule 10b-10(c);

(3) Except for the identity, number and price of shares of the component securities of the Deposit Securities
and Redemption Securities, as described above, confirmations to customers must disclose all other
information required by Rule 10b-10(a).

SEC Rule 14e-5 - An exemption from Rule 14e-5 has been granted to permit any person acting as a dealer-
manager of a tender offer for a component security of the Fund to (1) redeem Fund shares in Creation Unit
Aggregations from the issuer that may include a security subject to such tender offer and (2) to purchase
Fund shares during such tender offer. In addition, a no-action position has been taken under Rule 14e-5 if a
broker-dealer acting as a dealer-manager of a tender offer for a security of the Fund purchases or arranges
to purchase such securities in the secondary market for the purpose of tendering such securities to purchase
one or more Creation Unit Aggregations of shares, if made in conformance with the following:

(i) such bids or purchases are effected in the ordinary course of business, in connection with a basket of 20 or
more securities in which any security that is the subject of a distribution, or any reference security, does not
comprise more than 5% of the value of the basket purchased; or
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(ii) purchases are effected as adjustments to such basket in the ordinary course of business as a result of a
change in the composition of the underlying index; and

(iii) such bids or purchases are not effected for the purpose of facilitating such tender offer.

Section 11(d)(1); Rules 11d1-1 and 11d1-2 - Section 11(d)(1) of the Exchange Act generally prohibits a
person who is both a broker and a dealer from effecting any transaction in which the broker-dealer extends
credit to a customer on any security which was part of a new issue in the distribution of which he participated
as a member of a selling syndicate or group within thirty days prior to such transaction. The SEC has
clarified that Section 11(d)(1) does not apply to broker-dealers that engage in both proprietary and customer
transactions in shares of the Fund in the secondary market but do not create Creation Unit Aggregations.
The Commission has also taken a no-action position under Section 11(d)(1) of the Exchange Act that broker-
dealers may treat shares of the Fund, for purposes of Rule 11d1-2, as “securities issued by a registered
open-end investment company as defined in the Investment Company Act” and thereby extend credit or
maintain or arrange for the extension or maintenance of credit on shares that have been owned by the
persons to whom credit is provided for more than 30 days, in reliance on the exemption contained in the rule.

Rule 15c1-5 and 15c1-6 - The SEC has taken a no-action position with respect to Rule 15c1-5 and
Rule 15c1-6 as to the required disclosure of control by a broker or dealer with respect to creations and
redemptions of Fund shares and secondary market transactions therein.

Other Matters

Due Diligence- Pursuant to Exchange Rule 405, before a member, member organization, allied member or
employee of such member organization undertakes to recommend a transaction in ETF shares, such member
or member organization should make a determination that such shares are suitable for such customer. If
any recommendation is made with respect to such shares, the person making the recommendation should
have a reasonable basis for believing at the time of making the recommendation, that the customer has such
knowledge and experience in financial matters that he or she may reasonably be expected to be capable of
evaluating the risks and any special characteristics of the recommended transaction, and is financially able to
bear the risks of the recommended transaction.

Certain Specialist Transactions in ETFs - Rule 460.10 generally precludes certain business relationships
between an issuer and the specialist in the issuer's securities. Exceptions in the Rule permit specialists in
ETF shares to enter into Creation Unit transactions through the Distributor to facilitate the maintenance of a
fair and orderly market. A specialist Creation Unit transaction may only be effected on the same terms and
conditions as any other investor, and only at the net asset value of the ETF shares. A specialist may acquire
a position in excess of 10% of the outstanding issue of the ETF shares, provided, however, that a specialist
registered in a security issued by an investment company may purchase and redeem the investment
company unit or securities that can be subdivided or converted into such unit, from the investment company
as appropriate to facilitate the maintenance of a fair and orderly market in the subject security.

Trading Halts - In order to halt the trading of an ETF, the Exchange may consider, among other things, factors
such as the extent to which trading is not occurring in underlying security(s) and whether other unusual
conditions or circumstances detrimental to the maintenance of a fair and orderly market are present. In
addition, trading in Fund shares is subject to trading halts caused by extraordinary market volatility pursuant
to Exchange Rule 80B.

Prospectus Delivery - Exchange members and member organizations are hereby informed that there is a
prospectus delivery requirement of the federal securities laws applicable to the Fund. Accordingly, an investor
must receive a prospectus prior to or concurrently with the confirmation of a transaction in the Fund.

Purchases and Redemptions in Creation Unit Size - Exchange members and member organizations are
hereby informed that procedures for purchases and redemptions of iShares® in Creation Unit Size are
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described in the relevant Fund prospectus and Statement of Additional Information, and that iShares® are not
individually redeemable but are redeemable only in Creation Unit Size aggregations or multiples thereof.

Surveillance. Exchange surveillance procedures applicable to trading in this ETF are comparable to those
applicable to other Investment Company Units currently trading on the Exchange.

Questions concerning the matters discussed in this Memorandum may be addressed as follows:

General Questions on ETFs

James P. McGowan (212) 656-2490 (Exchange Traded Funds)
Michael Cavalier (212) 656-2474 (Office of the General Counsel)
Questions on:
Due Diligence Stephen A. Kasprzak (Member Firm Regulation)

(212) 656-5226
Specialist Issues Donald Siemer (Market Surveillance)

(212) 656-6940

___________________________

Robert A. Marchman

Executive Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.
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January 28, 2005

  
New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005
 NYSE

Member Firm Regulation

ATTENTION: COMPLIANCE, LEGAL, REGISTRATION AND TRAINING DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: JOINT NYSE/NASD MEMO REGARDING “INTERNAL CONTROLS” AMENDMENTS

On June 17, 2004, the Securities and Exchange Commission approved amendments to NYSE Rules 342
(“Offices - Approval, Supervision and Control”), 401 (“Business Conduct”), 408 (“Discretionary Power in
Customers' Accounts”), and Rule 410 (“Records of Orders”). 1 Corresponding amendments to NASD rules
were approved in final form on September 30, 2004. 1 The amendments, which are designed to strengthen
the supervisory procedures and internal controls of members and member organizations, become effective
January 31, 2005.

The Exchange and NASD have prepared a joint memorandum to provide clarification and interpretive
guidance with respect to several issues that have been raised in connection with the amendments (see
attached Exhibit A). Also included in this Information Memo, for reference purposes, is relevant text from the
amended NYSE Rules (see attached Exhibit B).

Questions regarding this memo may be directed to Stephen Kasprzak at (212) 656-5226.

___________________________

Donald van Weezel

Vice President

Member Firm Regulation

Attachments

Exhibit A

NYSE

New York Stock Exchange

JOINT MEMORANDUM OF NASD AND THE NYSE

Background

Adequate supervisory systems play an important role in assuring investor protection and the integrity of the
securities markets. Operational and sales practice abuses can stem from ineffective supervisory systems
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and supervisory control procedures. Several recent broker misappropriation cases have brought heightened
attention to the potential for operational and sales practice abuses at firms, and to the corresponding need to
ensure that firms effectively monitor the activities of their employees.

In light of these concerns, NASD and the NYSE proposed new rules and rule amendments intended to
strengthen their memberships' supervisory systems. On June 17, 2004, the SEC approved the NYSE's

proposed rule amendments; 1   the NASD's corresponding rule amendments were approved in final form on

September 30, 2004. 2   The amendments become effective on January 31, 2005.

Although NASD and the NYSE have previously provided their respective members and member
organizations with general guidance regarding the application of the new rule changes, additional issues have
been raised that require further clarification. The following questions and answers address those issues.

NYSE Internal Control and NASD Supervisory Control Amendments - Joint Questions and
Answers

Producing Managers - NYSE Rule 342.19 and NASD Rule 3012

1. Who is considered a “Producing Manager” for purposes of NYSE Rule 342.19 and NASD Rule
3012?

In general, a Producing Manager is a branch office manager, a sales manager, a regional or district sales
manager, or any person who performs a similar supervisory function and who services customer accounts in
a capacity requiring registration.

2. Does NYSE Rule 342.19 or NASD Rule 3012 distinguish between a Producing Manager who
services retail accounts and a Producing Manager who services only “institutional accounts”?

No. Neither NYSE Rule 342.19 nor NASD Rule 3012 makes such a distinction. While the method of
supervisory oversight and review may differ as a matter of firm policy depending on the type of business
being conducted, the rules apply to Producing Managers regardless of the nature of the accounts they
service.

3. Is there an exception from the requirements of NYSE Rule 342.19 or NASD Rule 3012 for Producing
Managers who conduct a limited public business?

No. While the method of supervisory oversight may differ as a matter of firm policy, depending on the level of
business being conducted, there is no “de minimis” exception to NYSE Rule 342.19 or NASD Rule 3012 for

any person who is deemed a Producing Manager. 3   For example, if a Branch Office Manager services only
a few accounts on behalf of family and friends, that person is still considered to be a Producing Manager for
purposes of NYSE Rule 342.19 and NASD Rule 3012.

4. If a registered person occasionally enters orders as an accommodation to a Producing Manager,
would the person be subject to the supervision and review requirements prescribed by NYSE Rule
342.19 and NASD Rule 3012?

If a registered person occasionally engages in customer account activity in rare instances solely as an
accommodation to a Producing Manager who is out of the office for a short duration (i.e., vacation, travel,
illness, etc.), that person would not be deemed to be subject to the supervision and review requirements
prescribed by NYSE Rule 342.19 or NASD Rule 3012.

Similarly, if a supervisory person (i.e., a branch office manager, a sales manager, a regional or district
sales manager, or any person who performs a similar supervisory function) who does not service customer
accounts occasionally enters orders as an accommodation to another registered person who is out of
the office for a short duration, the supervisory person would not be subject to the supervision and review
requirements prescribed by NYSE Rule 342.19 and NASD Rule 3012.
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Whether such status is warranted, however, is a facts and circumstances question to be reasonably
determined by the firm. Any sales activity of persons not deemed to be subject to the supervision and review
requirements prescribed by Rules 342.19 and 3012 must still be appropriately supervised by another qualified
person under the general supervisory requirements of NYSE Rule 342 and NASD Rule 3010.

5. Does customer account activity, as contemplated by NYSE Rule 342.19 and NASD Rule 3012,
include stock lending or prime brokerage activity?

No. Neither stock lending activity nor the clearing, financing, or custody functions related to prime brokerage
activity, by themselves, are the types of activities at which the rules are directed, though such activities
remain subject to the general supervisory requirements of NYSE Rule 342 and NASD Rule 3010.

Application of Alternate Supervision Provision of NYSE Rule 342.19 to a Producing Manager
Whose Reviewer Does Not Have a Definitive Link to the Producing Manager's Reviewer

6. NYSE Rule 342.19 requires that if a person designated to review a Producing Manager receives an
override or other income derived from that Producing Manager's customer activity that represents
more than 10% of the designated person's gross income derived from the member or member
organization over the course of a rolling twelve-month period, the member or member organization
must establish alternate senior or otherwise independent supervision of that Producing Manager to
be conducted by a qualified person pursuant to Rule 342.13.

If no definitive link can be determined between the compensation of a person designated to supervise
a Producing Manager and the Producing Manager's customer activity, is the 10% override provision
applicable?

No. The 10% override provision is intended to identify and address arrangements where the independence
of a Producing Manager's supervisor may be compromised by a conflict of interest. If no link between
the supervisor's salary and the Producing Manager's production exists, there would be no conflict of the
kind intended to be addressed by the rule. However, member organizations must use due diligence to
determine the existence of any direct or indirect link between the production of Producing Managers and the
compensation of their designated supervisors that might give rise to a conflict of interest and trigger the 10%
provision.

Dual Members' Compliance with NASD/NYSE Requirements

NASD is clarifying that, in accordance with NASD Rule 3012(b), dual NASD/ NYSE members that comply
with NYSE Rule 342.19 and its related interpretations will be considered to be in compliance with Rule 3012,
so long as the member also complies with all of the provisions of NYSE Rule 342.19 and applies that rule to
all of its securities activities.

Changes in Account Name or Designation - NYSE Rule 410 and NASD Rule 3110(d)

7. Does NYSE Rule 410 or NASD Rule 3110(d) require prior firm approval of all account designation
changes?

No. Certain customer-controlled account designation changes would not be subject to the prior approval
requirement of NYSE Rule 409 or NASD Rule 3110(d). For example, the following types of changes would
not require prior approval by the firm under these rules: (1) allocations from a parent holding account to sub-
accounts by an entity registered under Section 8 of the Investment Company Act of 1940; (2) allocations
among sub-accounts by investment advisers registered under Section 203 of the Investment Advisers Act of
1940 (“Advisers Act”) or registered with the appropriate state authority, as required by Section 203A of the
Advisers Act; or (3) allocations in the context of a prime brokerage arrangement.

Customer Notice Under NYSE Rule 401 and NASD Rule 3012(a)(2)
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8. Under NYSE Rule 401 and NASD Rule 3012(a)(2), what means would be considered sufficient to
demonstrate compliance with the notification requirement?

The rules do not prescribe the means or method of customer notification. However, the rules do require “a
means/method of customer confirmation, notification, or follow-up that can be documented.” Accordingly, any
customer contact pursuant to this requirement must be memorialized and retained for review. Factors to be
considered with respect to the documentation of customer contact would include the date of notification; the
means/method of contact (e.g., telephone number, email address, etc.); the account(s) in question; whether
there was a response from the customer; and, if so, a brief summary of the customer's response and any
follow-up action taken.

In the case of electronic transactions made by the customer or a customer's legal representative or agent
(e.g., a registered investment adviser or agent acting pursuant to legal written authorization) via secure
electronic means that are subject solely to the customer's control, it would be sufficient under NYSE Rule 401
and NASD Rule 3012 for the system itself, as part of its functions, to generate an electronic notification to the
customer evidencing the completed transaction. Whatever the means/method of customer notification used,
an informed determination must be made that any persons responsible for following up with a customer be
independent of the customer's registered representative and be subject to appropriate supervision.

9. Are securities transfers that are done through ACATS covered by the “customer notification”
requirements of NYSE Rule 401 or NASD Rule 3012(a)(2)?

No. The “customer notification” requirements do not apply to transfers of customer account assets conducted
through ACATS; such transfers are governed by NYSE Rule 412 (“Customer Account Transfer Contracts”)
and corresponding NASD Rule 11870. However, it is noted that both Rule 412 and Rule 11870 allow
a customer to transfer a portion of his or her account assets outside of ACATS pursuant to “authorized
alternate instructions,” such as Letters of Authorization (“LOAs”) transmitted to the carrying (i.e., delivering)
organization. Any such “ex-ACATS” transfers are subject to the provisions of NYSE Rule 401 and NASD Rule
3012(a)(2).

Exhibit B

Offices - Approval, Supervision and Control

Rule 342. (a) through (e) unchanged.

Supplementary Material:

.10 through .18 unchanged.

.19 Supervision of Producing Managers. - Members and member organizations must develop and
implement written policies and procedures reasonably designed to independently review and supervise
customer account activity conducted by each Branch Office Manager, Sales Manager, Regional/District Sales
Manager, or by any person performing a similar supervisory function. Such supervisory reviews must be
performed by a qualified person pursuant to Rule 342.13 who:

(a) is either senior to, or otherwise independent of, the Producing Manager under review. For purposes
of this Rule, an “otherwise independent” person: may not report either directly or indirectly to the
Producing Manager under review; must be situated in an office other than the office of the Producing
Manager; must not otherwise have supervisory responsibility over the activity being reviewed; and
must alternate such review responsibility with another qualified person every two years or less. Further,
if a person designated to review a Producing Manager receives an override or other income derived
from that Producing Manager's customer activity that represents more than 10% of the designated
person's gross income derived from the member or member organization over the course of a rolling
twelve-month period, the member or member organization must establish alternate senior or otherwise
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independent supervision of that Producing Manager to be conducted by a qualified person, pursuant to
Rule 342.13, other than the designated person receiving the income.

(b) If a member or member organization is so limited in size and resources that there is no qualified
person senior to, or otherwise independent of, the Producing Manager to conduct the reviews pursuant
to (a) above (for instance, the member or member organization has only one office, or an insufficient
number of qualified personnel who can conduct reviews on a two-year rotation), the reviews may
be conducted by a person, qualified pursuant to Rule 342.13, in compliance with (a) to the extent
practicable.

(c) A member or member organization relying on (b) above must document the factors used to
determine that complete compliance with all of the provisions of (a) is not possible, and that the
required supervisory systems and procedures in place with respect to any Producing Manager comply
with the provisions of (a) to the extent practicable.

.20 through .22 unchanged.

.23 Internal Controls. - Pursuant to paragraphs (a) and (b) of this Rule, members and member organizations
must develop and maintain adequate controls over each of its business activities. Such controls must provide
for the establishment of procedures for independent verification and testing of those business activities. An
ongoing analysis, based upon appropriate criteria, may be employed to assess and prioritize those business
activities requiring independent verification and testing. A review of each member's or member organization's
efforts with respect to internal controls, including a summary of tests conducted and significant exceptions
identified, must be included in the Annual Report required by .30 of this Rule.

The independent verification and testing procedures shall not apply to members and member organizations
that do not conduct a public business, or that have a capital requirement of $5,000 or less, or that employ 10
or fewer registered representatives.

(See also Rule 401(b))

.30 Annual Report. -By April 1 of each year, each member not associated with a member organization and
each member organization shall prepare, and each member organization shall submit to its chief executive
officer or managing partner, a report on the member's or member organization's supervision and compliance
effort during the preceding year. The report shall include:

(a) A tabulation of the reports pertaining to customer complaints and internal investigations made to the
Exchange during the preceding year pursuant to Rules 351(d) and (e)(ii).

(b) Identification and analysis of significant compliance problems, plans for future systems or
procedures to prevent and detect violations and problems, and an assessment of the preceding year's
efforts of this nature, and

(c) Discussion of the preceding year's compliance efforts, new procedures, educational programs, etc.
in each of the following areas:

(i) Antifraud and trading practices,

(ii) Investment banking activities,

(iii) Sales practices,

(iv) Books and records,

(v) Finance and operations,

(vi) Supervision, and

(vii) Internal controls.

If any of these areas do not apply to the member or member organization, the report should so state.
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Business Conduct

Rule 401. (a) Every member, allied member and member organization shall at all times adhere to the
principles of good business practice in the conduct of his or its business affairs.

(b) Each member and member organization shall maintain written policies and procedures, administered
pursuant to the internal control requirements prescribed under Rule 342.23, specifically with respect to the
following activities:

(1) Transmittals of funds (e.g., wires, checks, etc.) or securities:

(i) from customer accounts to third party accounts (i.e., a transmittal that would result in a change of
beneficial ownership.);

(ii) from customer accounts to outside entities (e.g., banks, investment companies, etc.);

(iii) from customer accounts to locations other than a customer's primary residence (e.g., post office
box, “in care of” accounts, alternate address, etc.);

(iv) between customers and registered representatives (including the hand-delivery of checks).

(2) Customer changes of address.

(3) Customer changes of investment objectives.

The policies and procedures required under (b)(1), (2), and (3) above must include a means/method of
customer confirmation, notification, or follow-up that can be documented.

Discretionary Power in Customers' Accounts

Rule 408 (a) through (c) unchanged.

(d) The provisions of this rule shall not apply to discretion as to the price at which or the time when an order
given by a customer for the purchase or sale of a definite amount of a specified security shall be executed.
The authority to exercise time and price discretion will be considered to be in effect only until the end of the
business day on which the customer granted such discretion, absent a specific, written, contrary indication
signed and dated by the customer. This limitation shall not apply to time and price discretion exercised in
an institutional account pursuant to valid Good-Till-Cancelled instructions issued on a “not-held” basis. Any
exercise of time and price discretion must be reflected on the order ticket.

Supplementary Material:

.10 NO CHANGE

.11 For purposes of this rule, an “institutional account” shall mean the account of (i) a bank (as
defined in Section 3(a)(6) of the Securities Exchange Act of 1934), (ii) a savings association (as
defined in Section 3(b) of the Federal Deposit Insurance Act), the deposits of which are insured by
the Federal Deposit Insurance Corporation, (iii) an insurance company (as defined in Section 2(a)(17)
of the Investment Company Act of 1940), (iv) an investment company registered with the Securities
Exchange Commission under the Investment Company Act of 1940, (v) a state or a political subdivision
thereof, (vi) a pension or profit sharing plan, subject to ERISA, with more than $25,000,000 total assets
under management, or of an agency of the United States or of a political subdivision thereof, (vii) any
person that has a net worth of at least forty-five million dollars and financial assets of at least forty
million dollars, or (viii) an investment adviser registered under Section 203 of the Investment Advisers
Act of 1940.

Records of Orders

Rule 410. (a) Every member or member organization must preserve for at least three years the first two years
in an easily accessible place, a record of:
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(1) every order received by such member or member organization, either orally or in writing, which record
must include the name and amount of the security, the terms of the order, the time when it was so received
and the time at which a report of execution was received.

(2) every order entered by such member or member organization into the Off-Hours Trading Facility (as Rule
900 (Off-Hours Trading: Applicability and Definitions) defines that term), which record must include the name
and amount of the security, the terms of the order, the time when it was so entered, and the time at which a
report of execution was received.

(3) the time of the entry of every cancellation of an order covered by (1) and (2) above.

Changes In Account Name or Designation

Before any order covered by (1) or (2) above is executed, there must be placed upon the order slip or other
similar record of the member or member organization the name or designation of the account for which
such order is to be executed. No change in such account name (including related accounts) or designation
(including error accounts) shall be made unless the change has been authorized by a member, allied
member, or a person or persons designated under the provisions of Rule 342(b)(1). Such person must, prior
to giving his or her approval of the account designation change, be personally informed of the essential facts
relative thereto and indicate his or her approval of such change in writing on the order or other similar record
of the member or member organization. The essential facts relied upon by the person approving the change
must be documented in writing and maintained with the order or other similar record for at least three years,
the first two in an easily accessible place as that term is used in Securities Exchange Act Rule 17a-4.

Exceptions

Under exceptional circumstances, the Exchange may upon written request waive the requirements contained
in (1), (2) and (3) above.

(b) Every order in any manner transmitted or carried to the Floor and executed pursuant to Section 11(a)(1)
(G) of the Act and Rule 11a1-1(T) thereunder must be identified in a manner that will enable the executing
member to disclose to other members that the order is subject to those provisions.

(See also Rules 112A.10 and 123A.45.)

.10 For purposes of this Rule, a person designated under the provisions of Rule 342(b)(1) to approve account
name or designation changes must pass an examination acceptable to the Exchange.

INTERPRETATION

Rule 342 OFFICES - APPROVAL, SUPERVISION AND CONTROL

(a)(b)

/03 Annual Branch Office Inspection

Branch office inspections by members and member organizations are expected to be conducted
at least annually pursuant to this Rule, unless it has been demonstrated to the satisfaction of the
Exchange that because of proximity, special reporting or supervisory practice, other arrangements
may satisfy the Rule's requirements. All required inspections must be conducted by a person who
is independent of the direct supervision or control of the branch office (i.e., not the Branch Office
Manager, or any person who directly or indirectly reports to such Manager, or any person to whom
such Manager directly reports). Written reports of these inspections, or the written authorization of an
alternative arrangement, are to be kept on file by the organization for a minimum period of three years.
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An annual branch office inspection program must include, but is not limited to, testing and independent
verification of internal controls related to the following areas:

1) Safeguarding of customer funds and securities,

2) Maintaining books and records,

3) Supervision of customer accounts serviced by Branch Office Managers,

4) Transmittal of funds between customers and registered representatives and between customers and
third parties,

5) Validation of customer address changes, and

6) Validation of changes in customer account information.

For purposes of this interpretation, “annually” means once in a calendar year.

* * * *

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Exchange Act Release No. 49882 (June 17, 2004), 69 F.R. 35108 (June 23, 2004). See also NYSE
Information Memo No. 04-38, dated July 26, 2004.

2  Exchange Act Release No. 50477 (September 30, 2004), 69 F.R. 59972 (October 6 2004) (SR-
NASD-2004-116). See also NASD Notice to Members 04-71, dated October 2004.

3  See NASD Notice to Members 04-71 (October 2004).
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January 10, 2005

  
New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005
 NYSE

Member Firm Regulation

ATTENTION: MANAGING PARTNER, CHIEF EXECUTIVE OFFICER, CHIEF OPERATIONS OFFICER,
CHIEF FINANCIAL OFFICER, COMPLIANCE AND LEGAL DEPARTMENT

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: INTRODUCING BROKER-DEALERS ACTING AS PRINCIPAL IN REVERSE REPURCHASE
AND REPURCHASE TRANSACTIONS

It has recently come to the attention of the New York Stock Exchange that there are introducing broker-
dealers acting as principal parties to reverse repurchase and repurchase transactions. An introducing
broker-dealer, as well as its carrying/clearing broker-dealer who acts as agent in these reverse repurchase
and repurchase transactions, must comply with the following minimum guidelines and requirements, as
prescribed by the Securities and Exchange Commission, if the broker-dealers want to continue to conduct
such transactions:

INTRODUCING BROKER-DEALER:

1. Maintain $250,000 minimum net capital requirement.
2. File a Part II FOCUS Report on a monthly basis to record reverse repurchase and repurchase

transactions.
3. Maintain appropriate standard signed agreements with each counter-party stating it is acting

as principal on the reverse repurchase and repurchase transactions and comply with SEA Rule
15c3-3(b)(4) if applicable.

4. May process its own mark-to-markets, provided it has the systems and procedures for independent
valuation.

5. Comprehend the net capital charge on any deficits in reverse repurchase and repurchase
transactions.

6. Issue reverse repurchase and repurchase transaction confirmations.
7. Comply with applicable requirements pursuant to SEA Rule 17a-13 (Quarterly Security Count &

Verification).
8. Maintain ledgers in open reverse repurchase and repurchase transactions as required pursuant to

SEA Rule 17a-3(a)(4) & (5).
9. Comprehend any additional net capital requirements for engaging in reverse repurchase

transactions pursuant to SEA Rule 15c3-1(a)(9).

CARRYING/CLEARING BROKER-DEALER:

1. Obtain a signed PAIB agreement with the introducing broker-dealer to cover the collateral received
on the reverse repurchase and repurchase transactions in its PAIB reserve formula.
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2. Does not record the reverse repurchase and repurchase transactions of the introducing broker-
dealer on its FOCUS Report balance sheet.

3. Does not record the reverse repurchase and repurchase transactions of the introducing broker-
dealer on its stock record, but uses a sub-ledger to record these transactions in order to process the
marks.

4. May process the marks-to-market on behalf of the introducing broker-dealer on reverse repurchase
and repurchase transaction deficits.

Questions regarding this Information Memo should be directed to your Finance Coordinator.

___________________________

Richard Ketchum

Chief Regulatory Officer

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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January 10, 2005

  
New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 NYSE

Market Surveillance

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Member Responsibility in Disclosing Information - Exchange Rules 115, 36 and 123B

The purpose of this memorandum is to remind specialists and Floor brokers of their respective responsibilities
with regard to disclosing information about trading and market activity. As a general matter, the provisions
of Exchange Rule115 enable specialists, in their role as market catalysts, to provide information that will
bring buyers and sellers together to facilitate the public pricing of orders. Rule 115 requires that specialists
make information available in a fair and impartial manner. Exchange Rule 36 permits limited types of off-Floor
communications by specialists and Floor brokers.

Information Disclosures by Specialists

a. Information Disclosures

Rule 115 permits specialists, in responding to an inquiry from a member conducting a market probe (e.g.,
inquiries about trading activity and market developments), to provide information about buying and selling
interest in the market, including the identity of members or member organizations representing any orders

entrusted to the specialist. 1   Specialists do not need express authorization from the member who entered
the order to disclose such information. If, however, a member requests that the specialist not disclose the
member's identity either as to all orders entrusted to the specialist by that member or as to a particular order
entrusted to the specialist by that member, the specialist must honor that request.

Specialists may occasionally learn or discern the identity of a customer whose order is represented by a
member or member organization. Nevertheless, the specialist may not disclose the identities of the customers
whose orders are being represented by such members or member organizations. Information about customer
identities is proprietary to the member or member organization representing that customer, and is not the
type of information that may be disclosed to members, non-members or listed companies without specific
authorization.

A specialist may disclose information about stop orders (e.g., stop prices and depth at those prices) to a
member when the specialist believes that that member's market probe reasonably indicates an intention
by the member to trade in the stock at a price at which such stop orders would be relevant, e.g., when a
proposed trade would be effected at a price that would elect stop orders.

As explained in Information Memo 99-29, percentage orders may be disclosed in the same manner as other
orders that are not stop orders.

b. Use of Communication Channels on the Floor to Disclose Market Information
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Specialists are reminded that under Exchange Rule 36.30, communications between the specialist post and
a person or entity off-Floor are limited. The rule does not permit direct contact with a listed company by a
specialist from the post. Specialists are also reminded that consistent with the Specialist Booth Wire Policy
in Rule 123B, no specialist unit may be authorized to have a booth wire unless it does a business in non-
specialty stocks. If a specialist holds an order for a non-specialty stock, the specialist may use a booth wire
to initiate a conversation with that member or member firm's block trading desk, or to respond to a request
for such a communication. Specialists, however, may not use a booth wire to communicate about such an
order if: (i) a specialist has orders on the same side of the market for more than one member or member
organization; and (ii) the execution of those orders might be affected as a result of a booth wire conversation
with the upstairs trading desks of the member organizations that entered the orders.

The purpose of booth wire conversations with upstairs trading desks is to discuss general market conditions
or known buying and selling interest that may affect either the execution of an order in the specialist's
possession or, where the specialist does not have an order in his or her possession, the decision to enter
such an order. In connection with such conversations, specialists are required to be fair and impartial,
and may not disclose information that they are required to keep confidential under Exchange rules and
policies. They also may not disclose information that they would not make available in the routine course
of discharging their market making and agency responsibilities, whether upon their own initiative or upon
request, to any member on the Floor or to a member's or member organization's upstairs desk.

Disclosure of Material Non-Public Information to Specialists

In connection with their communications with listed companies, specialists are reminded that if they receive
material non-public information with respect to that company during or as a result of those communications,
the Exchange expects that the individual specialist in possession of the material non-public information will,
at a minimum, pass the book in the specialty stock to another specialist within the same firm who is not in
possession of such information. If no other specialist within the same firm can assume responsibility for the
book, the specialist firm should take all appropriate actions to pass the book to a relief specialist that is not in
possession of such information. The specialist (or specialists) in possession of material non-public information
about a specialty stock should not trade the specialty stock until such time as the information is determined
not to be material non-public information.

Information Disclosures by Floor brokers

Exchange Rule 36 permits Floor brokers, on a pilot basis, to communicate with persons not on the Floor via
portable telephones. Under the rule, a Floor broker is permitted to engage in direct voice communications
from the point of sale to an off-Floor location, such as a member or member organization's trading desk, or
the office of one of the broker's customers.

Generally, these communications should be limited to receiving or clarifying instructions for new or existing
orders, status and oral execution reports as to orders that were previously received by the broker, and
“market look” observations of the type that were historically transmitted routinely from a broker's booth
location (e.g., information concerning current trading activity in the market or in a particular security).
Members are reminded that in the event that they become aware of material non-public information about a
security, either through an off-Floor communication or otherwise, they may not trade while in possession of
such information and may not disseminate such information to other members or to non-members.

Brokers may receive orders orally via portable telephones, but may not represent or execute such orally
received orders unless the order is first properly recorded by the broker and entered into the Exchange's
Front End Systemic Capture (FESC) electronic database, pursuant to Exchange Rule 123(e). In addition, any
Floor broker receiving orders from the public over portable telephones must be properly qualified to engage
in such direct access business under Exchange Rules 342 and 345, among others. Floor brokers engaging in
direct access business should refer to Information Memos 01-41, 01-18 and 91-25.
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Procedures for Ensuring Compliance

Members and member organizations are reminded that they must have adequate procedures for ensuring
that the above-referenced provisions are properly complied with.

Questions concerning this memorandum may be addressed to: Carol A. Krusik, Market Surveillance,
Interpretations and Member Education, at (212) 656-4597; or Daniel M. Labovitz, Market Surveillance, Rule
Development, at (212) 656-2081.

___________________________

Robert A. Marchman

Senior Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Rule 115 permits specialists to disclose any information about an order entrusted to the specialist in
certain circumstances that are not addressed in this Information Memo (e.g., facilitating ITS or other
trading operations, and demonstrating trading methods to Floor visitors). Please refer to Rule 115 for
specific descriptions of these circumstances.
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January 7, 2005

  
New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 NYSE

Market Surveillance

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: SPECIALIST PARITY TRANSACTIONS - RULES 104 AND 123

The Securities and Exchange Commission has approved amendments to Exchange Rules 104 and 123 with
respect to the ability of specialists to trade along with their orders when the specialist is liquidating a position
in a specialty security for the dealer account.

Under Exchange Rule 104.10(6)(i), specialists must yield to customer orders on the book when trading in
their specialty securities for their dealer account. However, when liquidating a position in a specialty security
for the dealer account, specialists are permitted to trade along with customer orders represented in the crowd
and are entitled to precedence based on size. Rule 104.10(6)(i) has been amended to include new paragraph
(C) to provide that transactions by a specialist for his or her dealer account in liquidating or decreasing a
position in a specialty security must yield to a customer's order in the crowd upon the request of the member
representing such order, where such request is documented as a term of the order, to the extent of the
volume of such order included in the quote prior to the transaction. The order will then participate in the
transaction to the extent that priority, parity and precedence rules permit (Exchange Rule 72).

This amendment gives the crowd broker the right to require that the specialist yield to his or her customer's
order, creating more similarity in the way orders on the book and in the crowd are handled.

Exchange Rule 123 has been amended to add new paragraph (g) to provide that a request to a specialist to
yield to an order is a condition of that order and must be documented in accordance with applicable books
and records requirements The amended rules are attached as Exhibit A.

Questions concerning this memorandum may be addressed to John Gregoretti at (212) 656-6791, Jerome
Reda at (212) 656-5354 or Carol Krusik at (212) 656-4597

___________________________

Robert A. Marchman

Senior Vice President

Market Surveillance

Exhibit A

Additions underscored

Deletions [bracketed]

Dealings by Specialists
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Rule 104

* * * * * * *

Supplementary Material:

Functions of Specialists

.10

* * * * * * *

(6)(i) Transactions on the Exchange by a specialist for his own account in liquidating or decreasing his
position in a specialty stock are to be effected in a reasonable and orderly manner in relation to the condition
of the general market, the market in the particular stock and the adequacy of the specialist's positions to the
immediate and reasonably anticipated needs of the round-lot and the odd-lot market and in this connection:

* * * * * * *

(B) the specialist should maintain a fair and orderly market during liquidation and, after reliquifying, should re-
enter the market to offset imbalances between supply and demand. The selling of stock on a direct minus tick
or a zero minus tick, or the purchasing of stock on a direct plus tick or a zero plus tick should be effected in
conjunction with the specialist's re-entry in the market on the opposite side of the market from the liquidating
transaction where the imbalance of supply and demand indicates that immediately succeeding transactions
may result in a lower price (following the specialist's sale of stock on a direct minus tick or a zero minus tick)
or a higher price (following the specialist's purchase of stock on a direct plus tick or a zero plus tick). During
any period of volatile or unusual market conditions resulting in a significant price movement in the subject
security, the specialist's transactions in re-entering the market following a liquidating transaction effected by
selling stock on a direct minus tick or zero minus tick, or purchasing stock on a direct plus tick or zero plus
tick, should, at a minimum, reflect the specialist's usual level of dealer participation in the subject security.
During such periods of unusual price movement in a security, any series of such transactions which may
be effected in a brief period of time should be accompanied by the specialist's re-entry in the market and
effecting transactions which reflect a significant degree of dealer participation[.] ;

(C) transactions by a specialist for his or her dealer account in liquidating or decreasing a position in a
specialty security must yield parity to and may not claim precedence based on size over a customer order
in the crowd upon the request of the member representing such order, where such request has been
documented as a term of the order, to the extent of the volume of such order that has been included in the
quote prior to the transaction.

* * * * * * *

Record of Orders

Rule 123

* * * * * * *

(g) Requests to Yield

A request to a specialist to yield to a customer order in accordance with Rule 104.10(6)(C) is a
condition of that order and must be documented in accordance with applicable books and records
requirements.

* * * * * * *
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New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005
 NYSE

Member Firm Regulation

ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, CREDIT AND MARGIN
DEPARTMENTS, COMPLIANCE AND LEGAL DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: MARGIN EXTENSIONS HOLIDAY SCHEDULE

The New York Stock Exchange (the “NYSE”) is providing the following schedule to assist our member
organizations and reduce the number of Federal Reserve Board Regulation T 220.8, and Securities
Exchange Act Regulation 15c3-3(m) and (n) margin extensions denied around holidays. “Regular way”
transactions made on the business days noted below will be subject to the following schedule.

Background

Pursuant to Sections 220.8(b)(1) and (4) of Regulation T of the Federal Reserve Board, a broker/dealer must
promptly cancel or otherwise liquidate a customer purchase transaction in a cash account if full payment is
not received within five business days from the date of purchase or, pursuant to Section 220.8(d)(1), make
application to extend the time period specified. The date by which members must take such action is shown
below in the column titled “Regulation T Date.”

Similarly, SEA Regulation 15c3-3 requires member organizations to take prompt steps to obtain possession
or control of securities pursuant to paragraph (m) through a buy-in procedure or otherwise if securities are not
received within thirteen business days from the date of sale or, pursuant to paragraph (n), make application
to extend the time period specified. The date by which members must take such action is shown below in the
column titled “SEC Extension Date.”

Martin Luther King, Jr. Day:

The NYSE and the securities exchanges will be closed on Monday, January 17, 2005, in observance of
Martin Luther King, Jr., Day.

 

Trade
Date

Settlement Date Regulation T Date SEC Extension Date

 

January
11 January 14 January 19 January 31

 

12 18 20 1
 

13 19 21 2
 

14 20 24 4
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17 Markets Closed — — —
 

18 21 25 4
 

Presidents' Day:

The NYSE and the securities exchanges will be closed on Monday, February 21, 2005, in observance of
Presidents' Day.

 

Trade
Date

Settlement Date Regulation T Date SEC Extension Date

 

February
15

February 18 February 23 March 7

 

16 22 24 8
 

17 23 25 9
 

18 24 28 10
 

21 Markets Closed — — —
 

22 25 March 1 11
 

Good Friday:

The NYSE and the securities exchanges will be closed on Friday, March 25, 2005, in observance of Good
Friday.

 

Trade
Date

Settlement Date Regulation T Date SEC Extension Date

 

March 21 March 24 March 29 April 8
 

22 28 30 11
 

23 29 31 12
 

24 30 1 13
 

25 Markets Closed — — —
 

28 31 4 14
 

Memorial Day:

The NYSE and the securities exchanges will be closed on Monday, May 30, 2005, in observance of
Memorial Day.

 

Trade
Date

Settlement Date Regulation T Date SEC Extension Date

 

May 24 May 27 June 1 June 13
 

25 31 2 14
 

26 1 3 15
 

27 2 6 16
 

30 Markets Closed — — —
 

31 3 7 17
 

Independence Day:

The NYSE and the securities exchanges will be closed on Monday, July 4, 2005, in observance of
Independence Day.

 

Trade Settlement Date Regulation T Date SEC Extension Date
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Date
 

June 28 July 1 July 6 July 18
 

29 5 7 19
 

30 6 8 20
 

July 1 7 11 21
 

4 Markets Closed — — —
 

5 8 12 22
 

Labor Day:

The NYSE and the securities exchanges will be closed on Monday, September 5, 2005, in observance of
Labor Day.

 

Trade
Date Settlement Date Regulation T Date SEC Extension Date
 

August
30 September 2 September 7 September 19

 

31 6 8 20
 

Sept 1 7 9 21
 

2 8 12 22
 

5 Markets Closed — — —
 

6 9 13 23
 

Columbus Day:

The NYSE and the securities exchanges will be open for trading on Columbus Day, Monday, October 10,
2005. Therefore, it is considered a business day for receiving customers' payments under Regulation T of
the Federal Reserve Board. However, it will not be a settlement date because many of the nation's banking
institutions will be closed.

 

Trade
Date Settlement Date Regulation T Date SEC Extension Date

 

October
4 October 7 October 11 October 21

 

5 11 12 24
 

6 12 13 25
 

7 13 14 26
 

10 13 17 27
 

11 14 18 28
 

Veterans' Day And Thanksgiving Day:

The NYSE and the securities exchanges will be open for trading on Veterans' Day, Friday, November 11,
2005. Therefore, it is considered a business day for receiving customers' payments under Regulation T of
the Federal Reserve Board. However, it will not be a settlement date because many of the nation's banking
institutions will be closed.

The NYSE and the securities markets will be closed on Thursday, November 24, 2005, in observance of
Thanksgiving Day.

 

Trade
Date Settlement Date Regulation T Date SEC Extension Date
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November
7 November 10 November 14 November 25

 

8 14 15 28
 

9 15 16 29
 

10 16 17 30
 

11 16 18 December 1
 

14 17 21 2
 

18 23 28 8
 

21 25 29 9
 

22 28 30 10
 

23 29 1 13
 

24 Markets Closed — — —
 

25 30 2 14
 

Christmas Day:

The NYSE and the securities exchanges will be closed on Monday, December 26, 2005, in observance of
Christmas Day.

 

Trade
Date Settlement Date Regulation T Date SEC Extension Date

 

December
20 December 23 December 28 January 10, 2006

 

21 27 29 11
 

22 28 30 12
 

23 29 January 3, 2006 13
 

26 Markets Closed — — —
 

27 30 4 17
 

Brokers, dealers, and municipal securities dealers should use the foregoing settlement dates for purposes of
clearing and settling transactions pursuant to the NYSE.

Inquiries regarding this Information Memo should be directed to Patrice Vellecca (212) 656-2784, Debra
German (212) 656-8572 or Jennifer Olivo (212) 656-4268.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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January 5, 2005

  
New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 Market Surveillance

NYSE

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: REVISED: NEW RULE 80A COLLARS AND RULE 80B CIRCUIT BREAKER LEVELS FOR
FIRST QUARTER 2005

Shown below is a revised schedule of Rule 80A and Rule 80B Circuit Breaker Levels for First Quarter 2005.
Note that the Rule 80A restriction on index arbitrage trading previously reported in Information Memo 05-1
(January 3, 2005) when the Dow Jones Industrial Average sm** rises or falls by 200 points, has been revised
to 210 points. (See first bullet, below). All other levels remain unchanged.

EFFECTIVE JANUARY 1, 2005 through MARCH 31, 2005

• Rule 80A restrictions on index arbitrage trading in component stocks of the S&P 500 Stock Price Index sm*

will be imposed when the Dow Jones Industrial Average sm** (“DJIA”) is above or below its closing value on
the previous trading day by:

REVISED: 210 POINTS OR MORE

• Rule 80A restrictions will be removed when the DJIA is above or below its closing value on the previous
trading day by:

100 points or less

• Index arbitrage order entry restrictions will be re-imposed each time the DJIA advances or declines
(REVISED) 210 points from the prior day's close.

• Rule 80B trading halts will be triggered when the DJIA declines below its closing value on the previous
trading day by:

1050 points (Level 1)

2150 points (Level 2)

3200 points (Level 3)
* “Standard & Poor's 500 Stock Price Index” is a service mark of Standard & Poor's Corporation
** “Dow Jones Industrial Average” is a service mark of Dow Jones & Company, Inc

Rule 80A
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Whenever Rule 80A collars are in effect due to a decline in the DJIA, all index arbitrage orders to sell any
component stock of the S & P 500 Stock Price Index must be marked “sell plus”; and whenever the collars
are in effect due to an advance in the DJIA, all index arbitrage orders to buy must be marked “buy minus”.

Rule 80B

Whenever a Rule 80B circuit breaker is in effect, trading in all stocks on the Exchange will halt for the time
periods specified below.

Level 1 Halt

a) before 2:00 p.m. - one hour;
b) at 2:00 p.m. or later but before 2:30 p.m. - 30 minutes;
c) at 2:30 p.m. or later - trading shall continue, unless there is a Level 2 Halt.

Level 2 Halt

a) before 1:00 p.m. - two hours;
b) at 1:00 p.m. or later but before 2:00 p.m. - one hour;
c) at 2:00 p.m. or later - trading shall halt and not resume for the remainder of the day.

Level 3 Halt

at any time — trading shall halt and not resume for the remainder of the day.

A complete discussion of the calculation of trigger values for Rule 80A and Rule 80B was published in
Information Memo No. 99-8, dated February 12, 1999 and Information Memo No. 98-15, dated April 13, 1998,
respectively.

Questions concerning these matters may be addressed to Nancy Reich Jenkins at (212) 656-2475 or Donald
Siemer at (212) 656-6940.

___________________________

Robert A. Marchman

Senior Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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January 3, 2005

  
New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 NYSE

Market Surveillance

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW RULE 80A COLLARS AND RULE 80B CIRCUIT BREAKER LEVELS FOR FIRST
QUARTER 2005

EFFECTIVE JANUARY 1, 2005 through MARCH 31, 2005

• Rule 80A restrictions on index arbitrage trading in component stocks of the S&P 500 Stock Price Index sm *  

will be imposed when the Dow Jones Industrial Average sm **   (“DJIA”) is above or below its closing value on
the previous trading day by:

200 points or more

• Rule 80A restrictions will be removed when the DJIA is above or below its closing value on the previous
trading day by:

100 points or less

• Index arbitrage order entry restrictions will be re-imposed each time the DJIA advances or declines 200
points from the prior day's close.

• Rule 80B trading halts will be triggered when the DJIA declines below its closing value on the previous
trading day by:

1050 points (Level 1)

2150 points (Level 2)

3200 points (Level 3)

Rule 80A

Whenever Rule 80A collars are in effect due to a decline in the DJIA, all index arbitrage orders to sell any
component stock of the S & P 500 Stock Price Index must be marked “sell plus”; and whenever the collars
are in effect due to an advance in the DJIA, all index arbitrage orders to buy must be marked “buy minus”.

Rule 80B

Whenever a Rule 80B circuit breaker is in effect, trading in all stocks on the Exchange will halt for the time
periods specified below.

Level 1 Halt
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a) before 2:00 p.m. - one hour;

b) at 2:00 p.m. or later but before 2:30 p.m. - 30 minutes;

c) at 2:30 p.m. or later - trading shall continue, unless there is a Level 2 Halt.

Level 2 Halt

a) before 1:00 p.m. - two hours;

b) at 1:00 p.m. or later but before 2:00 p.m. - one hour;

c) at 2:00 p.m. or later - trading shall halt and not resume for the remainder of the day.

Level 3 Halt

at any time - trading shall halt and not resume for the remainder of the day.

A complete discussion of the calculation of trigger values for Rule 80A and Rule 80B was published in
Information Memo No. 99-8, dated February 12, 1999 and Information Memo No. 98-15, dated April 13, 1998,
respectively.

Questions concerning these matters may be addressed to Nancy Reich-Jenkins at (212) 656-2475 or Donald
Siemer at (212) 656-6940.

_________________________

Robert A. Marchman

Senior Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

*  "Standard & Poor's 500 Stock Price Index" is a service mark of Standard & Poor's Corporation.
**  "Dow Jones Industrial Average" is a service mark of Dow Jones & Company, Inc.
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December 22, 2004

  
New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 NYSE

Market Surveillance

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: LAST TRADE DATE FOR “REGULAR WAY” SETTLEMENT IN 2004

The last day on which “regular way” transactions may be made for settlement this calendar year in stocks and
bonds, other than U.S. Government obligations, is Tuesday, December 28th 2004.

Beginning December 29, 2004 until December 31, 2004, orders in stocks for accounts which are willing to
effect transactions on a “cash”, “next day” or “seller's option” basis should be so indicated. This policy relieves
the specialist from the responsibility of checking orders indicated solely “regular way” to ascertain whether
they are willing to participate on a “nonregular way” basis during that period.

A Floor Official's approval is not required from December 29-31, 2004 for “nonregular way” trades, if the
execution price is no greater than 0.25 of a point away from the “regular way” bid or offer.

Inquiries with respect to this memorandum should be directed to Mr. John Gregoretti at (212) 656-6791or Mr.
Thomas Raimonde at (212) 656-2219.

______________________________________________

Robert A. Marchman

Senior Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
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December 22, 2004

  
New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 Market Surveillance

NYSE

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: TAX SWITCHING TRANSACTIONS

The following is a reminder to members and member organizations that riskless tax switching trades are
prohibited. Please note that this prohibition applies with equal force at openings and to bond transactions.

* * *

Exchange Rule 78 prohibits pre-arranged trading. The Exchange has concluded that transactions effected as
described below are not permitted on the Floor of the Exchange and if discovered will result in appropriate
disciplinary action by the Exchange:

An Exchange member (“member A”), desiring to effect a tax switch of 1,000 shares of XYZ,
approaches the XYZ specialist and informs him of his wish to effect the tax switch at approximately the
price of the current bid or the current offer for XYZ. For purposes of this hypothetical example, assume
that the current market for XYZ is 35.30 bid for 2,000 shares with 1,500 shares offered at 35.35, both
representing limit orders entered on the XYZ specialist's book. The XYZ specialist agrees to handle
member A's purchase and sale tax switch orders as agent, undertaking to execute those orders against
market orders or other orders seeking execution at the current bid or ask prices. Assume that another
member (“member B”) subsequently approaches the XYZ specialist with an order to sell 1,000 shares
of XYZ at the market, and is willing to effect the sale at the current bid of 35.30. The specialist then
effects member B's sale at that price, informing member B, for clearing purposes, that he has sold to
member A.

Simultaneously, the specialist effects, as agent, a second trade of 1,000 shares of XYZ for member A
with the order or orders on his book, giving up, for clearing purposes, member A as the seller and, as
the buyer or buyers, the broker or brokers whose orders he represents; in terms of time priority of their

receipt, the first 1,000 shares on his book at the bid price of 35.30. 1 

Only one of the two 1,000-share transactions in XYZ would be reported for inclusion in the consolidated
transactions reporting system.

* * *

No problems would seem to arise under Exchange Rules and procedures if two independent transactions
were effected at the risk of the market. Such would be the case if the transaction was not pre-arranged
or guaranteed in any fashion. There should be two independent transactions — a purchase and sale, or
vice versa, but the price of each should be independently established. At the time of the first transaction
there should be no guarantee or assurance of the price of the second. The period of time between the two
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transactions would not of itself determine whether or not the switching had been effected at the risk of the
market.

Similarly, the entry of buy and sell orders to switch positions between accounts having the same beneficial
ownership, absent instructions not to cross those orders with each other, may result in a “wash” transaction,
which is prohibited.

Further, the sending of a buy and sell order for the same beneficial owner through the Opening Automated
Report System (OARS) to effect a tax switch transaction on the opening, or through SuperDOT (DOT)
to effect a tax switch transaction at the close is not permissible. Any use of either system, or a Crossing
Session, to effect the above described riskless or “wash” transaction is prohibited.

It should be noted that the purpose of this memorandum is to emphasize the application of Exchange rules
and procedures only. It is not to be construed as describing the tax consequences of any transaction under
the Internal Revenue Code or state law. Contact your tax adviser for the appropriate advice.

Questions regarding this matter should be directed to John Gregoretti at (212) 656-6791 or Thomas
Raimonde at (212) 656-2219.

______________________________

Robert A. Marchman

Senior Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Had the first independent order to arrive at the post been a market order to buy rather than an order to
sell, the tax switch would have been effected at the offer price.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

625

http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 04-64

Click to open document in a browser

December 22, 2004

  
New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005
 Member Firm Regulation

NYSE

ATTENTION: CHIEF EXECUTIVE OFFICER, FINANCIAL & OPERATIONS OFFICER, MANAGING
PARTNERS, CREDIT AND MARGIN DEPARTMENTS, COMPLIANCE AND LEGAL DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: SEC POSTPONES SHORT SALE PILOT PROGRAM, THE EXCHANGE PROPOSES TO
AMEND ITS SHORT SALE RULES (440B and 440C) AND OTHER REGULATION SHO IMPLEMENTATION
ISSUES

On November 29, 2004, the Securities and Exchange Commission (“SEC” or “Commission”) issued a Second

Pilot Order 1   postponing its previously announced one-year pilot suspending the provisions of Securities
Exchange Act Rule 10a-1(a) (“Short Sales”) and any short sale price test of any exchange or national
securities association for short sales of designated securities. The Pilot, which was issued in conjunction
with Regulation SHO, discussed below, was originally scheduled to begin on January 3, 2005 and end
on December 31, 2005. However, the Pilot will now begin on May 2, 2005 and end on April 28, 2006. The
effective date for compliance with Regulation SHO continues to be January 3, 2005. All other terms of the

Pilot Order 2   will remain unchanged. 3 

Background

On October 12, 2004, the Exchange issued Information Memo 04-54, which described the new SEC

provisions for the regulation of short sales. Regulation SHO, and other concurrent Commission actions, 4

   provide for significant changes to the SEC short sale rules and affect New York Stock Exchange, Inc.
(“NYSE” or “Exchange”) Rules 440B (“Short Sales”) and 440C (“Deliveries Against Short Sales”). As a result,
the Exchange has proposed changes to Rules 440B and 440C to conform to Regulation SHO and other

concurrent action by the SEC. 5   The Exchange expects the proposed changes to its rules to be effective on
the compliance date for Regulation SHO — January 3, 2005.

Second Pilot Order Resets Pilot Program for Designated Securities

The Pilot was established as part of the SEC's review of short sale regulations in conjunction with the
adoption of Regulation SHO. Pursuant to Regulation SHO, broker-dealers are required to mark short sale
orders of securities enumerated in the Pilot Order effected during any Pilot period as “short exempt” so that
such orders are not subject to price tests. A large number of broker-dealers have informed the Commission
that it would be inefficient and very costly for them to comply with this marking requirement for Pilot stocks,
requiring significant systems changes for both firms and customers. In addition, these broker-dealers have
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raised the possibility that these significant systems changes may be in effect for only the duration of the
one-year Pilot. As a result, the Exchange, along with other market centers, has agreed to “mask” short sale
orders in Pilot stocks for the duration of the Pilot, as it would be more efficient than having broker-dealers and
their customers make the changes. However, as it would take some time to make necessary changes to the
various market centers systems, the market centers will not be able to “mask” orders until May 2, 2005. As
a result, the Commission issued the Second Pilot Order extending the implementation of the Pilot until that
date.

The Second Pilot Order does not affect the responsibility of broker-dealers to comply with the requirements
of Regulation SHO, including the order marking requirements. Thus, brokerdealers retain the responsibility to
appropriately mark the orders of Pilot stocks upon commencement of the Pilot on May 2, 2005. Consequently,
an exemption from the order marking requirements may be necessary to allow broker-dealers to avail

themselves of the order “masking” process, when implemented by the market centers. 6 

Exchange Rule Amendments

Subsequent to the Commission's actions in amending Rule 10a-1 and adopting Regulation SHO, the
Exchange filed proposed amendments to its Rules 440B and 440C regarding short sales and deliveries
against short sales, respectively. Current Exchange Rule 440B establishes a “tick test” pursuant to Rule
10a-1(a), whereby short sales are governed by the last reported sale. Current Rule 440B also incorporated
Rule 10a-1, in its entirety. Current Exchange Rule 440C requires members and member organizations to
make diligent efforts to borrow necessary securities to make delivery against a short sale, to avoid a fail to
deliver.

The Exchange's proposed amendments to Rule 440B would suspend from the “tick test” those securities
the Commission exempts by Order for the period set forth by the Commission. In addition, the Exchange
proposes to remove Rule 10a-1 from the Rule and incorporate amended Rule 10a-1 and Regulation SHO by
reference. Finally, the Exchange proposes to amend the Supplementary Material to Rule 440B to comport
with Regulation SHO and the amendments to Rule 10a-1. In regard to Rule 440C, the Exchange proposes
to amend the Rule to comport with Regulation SHO and amended Rule 10a-1, and to incorporate them by
reference.

Threshold Securities

In Information Memo 04-54, the Exchange mentioned it would disseminate a list of “threshold securities” 7  
and inform members and member organizations of the time, location and form of dissemination. As noted,
the Exchange will publish a list of threshold securities on its public website (http://www.nyse.com/threshold)
by 12:00 midnight EST for each settlement day. The file containing the list will be downloadable, in a file
format agreed to with representatives of an industry working group. The general requirements for posting and
downloading the file are attached as Exhibit A.

In the rare occurrence, when a list of threshold securities is published after 12:00 midnight EST, members
and member organizations should use the previous days list of threshold securities. On the following day (or
later that night) the Exchange will publish the missed list of threshold securities for that settlement date, as
well as a list of threshold securities for the current settlement day. Each list will have the applicable settlement
date in its file name, as well as its file timestamp. Therefore, it is important for each member and member
organization to ensure they are in receipt of the correct list of threshold securities. The Exchange will maintain
an archive on its website of past threshold securities lists.

Rule 203 of Regulation SHO and Exchange Rule 387

Rule 203 of Regulation SHO generally requires members and member organizations, prior to effecting
short sales in equity securities, to locate securities available for borrowing. Rule 203(a) prohibits broker-
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dealers from failing to deliver, or lending securities to prevent a fail to deliver, on a sale that it knows, or has
reasonable grounds to believe, is marked “long.” The SEC also has emphasized that a broker-dealer may not
treat a sale as “long” for a customer that repeatedly fails or requires borrowed securities for delivery on long
sales.

In this regard, the Exchange believes it is timely to remind members and member organizations of their
responsibilities under Exchange Rule 387 (“COD Orders”). Rule 387 requires members and member
organizations to obtain an agreement from their customers that they will furnish their custodial agents
instructions with respect to the receipt or delivery of the securities involved in the transaction. In situations
where custodial agents of clients do not follow instructions provided by the client, and do not deliver agreed
upon securities in a timely manner, members and member organizations should notify the Exchange. Repeat
fails to deliver by custodial agents on valid instructions, could result in a customer being prohibited from
placing “long” sales under the SEC interpretation noted above.

Similarly, where a member's or member organization's customer instructs its custodial agent to deliver
securities that are not in good deliverable form, the order should not be treated as a “long” sale under
Rule 203(a). Members and member organizations are reminded to ensure that customers furnish their
custodial agents with valid instructions and that the securities are in good deliverable form. As mentioned
above, repeat fails to deliver, could result in a customer being prohibited from placing “long” sales under
the SEC interpretation. In addition, members and member organizations should consider whether to restrict
COD privileges on accounts that are subject to numerous repeat fails to deliver. In both of the above
instances, custodial agents and customers are circumventing the intent of Exchange Rule 387. Any purported
violations of custodial agent responsibilities, or securities regulations by a customer will be discussed with the
Commission.

Marketplace Issues

The Exchange has determined that the adoption of Regulation SHO does not affect other Exchange rules
that provide that sell orders be marked and executed on a plus tick. For example, Rule 80A (“Index Arbitrage
Trading Restrictions”) requires that index arbitrage sell orders in any of the S&P 500 stocks traded on
the Exchange must have the instruction “sell plus” on any day that the Dow Jones Industrial Average has
declined from the previous day's close by the specified value detailed in the Information Memo sent out at
the beginning of each quarter — the “two-percent value” provision in Rule 80A. This would include short sale
orders in any S&P 500 stock that is also a Pilot stock. That is, a short sale order in such a stock must contain
the instruction and be executed on a plus or zero plus tick.

Similarly, the provision in Exchange Rule 123A.30 (“Miscellaneous Requirements”) governing conversion
of percentage orders on destabilizing ticks is not affected by the suspension of a tick test in Pilot stocks.
Consequently, the restrictions on execution, and any requirement to mark these orders “sell plus” continue to
apply to all stocks trading on the Exchange during the Pilot. A list of marketplace rules, which are not affected
by Regulation SHO's order marking and execution requirements, follows:

• Rule 80A (“Index Arbitrage Trading Restrictions”)
• Rule 95.30 (“Discretionary Transactions”) regarding permitted transactions.
• Rule 100(a) (“Round-Lot Transactions of Odd-Lot Dealer or Broker Affecting Odd-Lot

Orders”) regarding a specialist acting as an odd-lot dealer.
• Rule 104 (“Dealings By Specialists”) with respect to stabilizing transactions by specialists.
• Rule 107A (“Registered Competitive Market-Makers”) with respect to stabilizing requirements

for registered competitive market-makers.
• Rule 110 (“Competitive Traders”) with respect to stabilizing requirements for competitive

traders.
• Rule 123A.30 (“Miscellaneous Requirements”) with respect to conversion of percentage

orders on destabilizing ticks.
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• Rule 123C (“Market On The Close Policy And Expiration Procedures”) regarding yielding of
market-on-close orders marked “G.”

Crossing Sessions

The Exchange has four crossing sessions, which have been established for specific types of securities.
Crossing Session 1 (“CS1”) (Single Stocks) runs from 4:15 to 5:00 PM via SuperDot and handles all NYSE
issues including, rights, warrants and ADRs, other than a security that is subject to a trading halt. Orders in
the specialist book, good-till-executed (GTX) automatically participate in this session. The SEC has previously
granted an exemption from the short sale rule for CS1. Accordingly, such orders are not subject to the tick
test. In addition, there is no marking requirement for Pilot securities.

Crossing Session II (“CSII”) (Program Trades) runs from 4:00 to 6:15 PM and handles crosses of a basket of
multiple stocks (a “basket”) of aggregate price buy and sell orders. A basket must be at least 15 stocks with a
market value of at least $1 million. CSII is not supported through SuperDot. All trades are entered through the
Exchange's web-based Electronic Filing Platform (“EFP”). The SEC has granted an exemption from the short
sale rule for executions in CSII. If any stock in the basket is a short sale, the basket must be marked “short
exempt.”

Crossing Session III (“CSIII”) (Guaranteed Price Orders) and Crossing Session IV (“CSIV”) (VWAP Orders)
run from 4:00 to 6:30 PM. CSIII handles the execution of unfilled portions of guaranteed price (“upstairs
stops”) coupled orders of an institutional customer's 10,000 or more share order at prices outside the 9:30
AM to 4:00 PM trading range of the recorded security. CSIV completes the unfilled balance of an order so
that the entire order is filled at a price not worse than the value weighted average price (“VWAP”). The order
must be for a minimum of 10,000 shares with a full-day VWAP, or VWAP for a specific period of time. The
original order must be for at least 10,000 shares and the unfilled balance of the orders must be for at least
10,000 shares. Orders can be for a program or part of a program, but no overlap is permitted between CSIII
and CSIV programs.

Entry of CSIII and CSIV orders are done through the EFP system, they are not supported by SuperDot.
CSIII and CSIV short sales are not exempt from the short sale rule. Accordingly, short sales should not be
entered for execution on an improper tick. However, short sale orders improperly entered through the EFP
system will not be automatically rejected — as they would with SuperDot. Therefore, members and member
organizations are reminded that they have the obligation to ensure that improper short sales are not entered
and executed in the EFP system. Short sales in Pilot securities are permitted in CSIII and CSIV — regardless
of tick — and must be marked “short exempt.”

Masking of Short Sale Orders

• Good Till Cancel/Executed Orders

Customer SuperDot entered Good Till Canceled (GTC) and GTX Short Sale orders, including orders entered
prior to and remaining open as of May 2, 2005, in Pilot securities will not be subject to the tick test. The
original order details and associated report details will continue to be marked as Short Sale orders, but will be
“masked” and treated as Short Sale Exempt orders.

• Day Orders

Customer SuperDot entered Short Sale orders in Pilot securities transmitted to the post will not be subject to
the tick test. The original order details and associated report details will continue to be marked as Short Sale
orders (this applies to round-lots & odd-lots, regular trading sessions).

Customer entered Short Sale orders in Pilot securities transmitted to the Broker to Booth Support System
(“BBSS”) will be presented to users on the trading floor as Short Sale Exempt orders. The original order
details and associated report details will continue to be marked as Short Sale orders. Broker-dealers that
use a proprietary or vendor order management system (e.g., Tradeware or NYFIX) must ensure that
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the appropriate system changes are completed prior to May 2, 2005 in order to facilitate the proper
marking and representation of short sales in Pilot securities.

Rule 123C — Market “At-The-Close” (MOC) Orders

During the Pilot, short sale market at-the-close orders will be executed in their entirety at the closing price,
unless cancelled due to a trading halt. As there will be no “tick test” during the Pilot, the MOC restriction under
Rule 123C, which may have cancelled an order because it was a short sale trading on a down tick, will not be
applicable during the Pilot. Therefore, short sale MOC orders will be executed in their entirety at the closing
price, except due to a trading halt.

Locate Requirement — “Reasonable Grounds”

Rule 203(b) of Regulation SHO supplants existing SRO rules (e.g., NYSE Rule 440C and NASD Rule 3370)
to create a uniform SEC rule requiring broker-dealers, prior to effecting a short sale in any equity security,
to locate securities available for borrowing. Specifically, Rule 203(b)(1)(ii) requires that a broker-dealer have
reasonable grounds to believe that a security can be borrowed so that it can be delivered on the date delivery
is due. For example, an executing broker may obtain an assurance from a customer that they can obtain
securities from a prime broker, or another identified source, in time to settle the trade. This may provide the
“reasonable” grounds required by Rule 203(b)(1)(ii), and should be documented by citing the source of the
securities. The broker-dealer should also be able to demonstrate there are reasonable grounds to rely on the
customer's assurances - through documentation showing that previous borrowings arranged by the customer

resulted in timely deliveries in settlement of the customer's transactions. 8 

Therefore, members and member organizations should be aware that if a customer's prior assurances
resulted in a pattern of fails to deliver, the executing broker (in the example above) would not have
reasonable grounds under Rule 203(b)(1)(ii) to rely on the customer's assurances. Furthermore, as the
documentation required by Rule 203(b)(1)(iii) is an essential part of the rule, if it does not include the
source of securities cited by the customer, the documentation shows a pattern of fails to deliver, or there
is no documentation, the Exchange may consider this activity to be in violation of the rule and take action
accordingly.

Membership Profile Information

On December 14, 2004, the Exchange issued Information Memo 04-61, regarding Exchange Rule 416A,
which requires each member firm to furnish the Exchange with its required membership profile information via

the EFP. 9   Membership profile information has been expanded to include a new EFP contact - Regulation
of Short Sales (“Reg SHO”) Contact. Effective immediately, members and member organizations should
designate at least two persons as Reg SHO contacts. Members and member organizations should visit
their designated EFP site to register the contacts noted above and furnish the Exchange with the following
information:

Name Required Fax # Optional
Title Required Cell phone # Optional
Firm Address Required Email address Required
Office phone Required Alternate email Optional
Home phone Optional

Any questions concerning EFP membership profile information may be directed to your Finance Coordinator.
For technical assistance regarding EFP, please contact the SIAC Service Center at 212-383-2062.

Examinations
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The Exchange is in the process of developing exception reports to monitor the level of aged CNS fails by
members and member organizations and, where appropriate, will contact them to request records pertaining
to the causes for such fails and the steps to be taken to clean-up such fails. In the event the level of fails
in specific securities is indicative of problems, the Exchange may also conduct special examinations to
determine the cause and corrective action implemented by those firms. The Exchange's 2005 Examination
Program will include reviews for compliance with each applicable rule in Regulation SHO. Members and
member organizations should be aware that violations of this new rule may be referred to Enforcement for
appropriate disciplinary action.

If there are any questions regarding this Information Memo, please contact William Jannace at 212-656-2744,
Douglas Preston at 212-656-4358, Anand Ramtahal at 212-656-5741 or Albert Lucks at 212-656-5782.

______________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Attachments

Exhibit A

Threshold Securities General Requirements for Posting and Downloading

a. We will generate a text file that is pipe-delimited (see below for formatting).
b. The text file will be named NYSEthYYYYMMDD.txt. Where YYYYMMDD will represent the
settlement date for this data.
c. The Exchange will also generate a formatted HTML web version of this data.
d. The HTML version will contain links to the previous 30 days data.
e. The text file and the HTML version will be processed and available by 12:00 midnight for
each business day.
f. The URL for the HTML version will be http://www.nyse.com/threshold.
g. The URL for the pipe-delimited text file will be http://www.nyse.com/threshold/
NYSEthYYYYMMDD.txt (updating for each settlement day with the new date).

Text File Formatting:

a. Fields will be separated by pipe characters “|”. The first line will contain field names
(separated by the pipe character).
b. The fields will be: Symbol|Security Name|Market Category|Reg SHO Threshold Flag|Filler|
Filler.
c. Each line in the file will contain one security and it's associated data. For example: AAR|
AMR CRP 7.875% (PINES) 7/13/39|NYSE|Y||.
d. The last line in the file will contain a date/time stamp for when the file was created. This will
be in the format of YYYYMMDDHHMMSS.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes
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1  See Exchange Act Release No. 50747 (November 29, 2004) ("Second Pilot Order"), available at http://
www.sec.gov/rules/final/34-50747.htm.

2  See Exchange Act Release No. 50104 (July 28, 2004), 69 Fed. Reg. 48032 (August 6, 2004) ("Pilot
Order"), available at http://www.sec.gov/rules/other/34-50104.htm. The Pilot Order provided for a one-
year pilot program ("Pilot Program"), under which the provisions of Rule 10a-1 and any self-regulatory
organization ("SRO") short sale price test, including the tick test contained in Exchange Rule 440B, are
suspended for short sales in: (1) certain "designated securities" identified in Appendix A to the SEC's
Pilot Order; (2) any security included in the Russell 1000 Index effected between 4:15 p.m. EST and
the open of the consolidated tape on the following day; and (3) any security not included in (1) and (2)
above effected in the period between the close of the consolidated tape (i.e., after 8:00 p.m. EST) and
the open of the consolidated tape the following day. During the Pilot, all other provisions of Rule 10a-1
and Regulation SHO — including the marking, locate and delivery requirements — remain in effect. The
SEC also noted in the Pilot Order that SROs, including the Exchange, would actively monitor trading in
the Pilot Program securities to identify any abusive short selling.

3  See SEC, Division of Market of Regulation, Responses to Frequently Asked Questions Concerning
Regulation SHO (December 17, 2004), available at http://www.sec.gov/divisions/marketreg/
mrfaqregsho1204.htm.

4  See Exchange Act Release No. 50103 (July 28, 2004), 69 Fed. Reg. 48008 (August 6, 2004) ("Adopting
Release"), available at http://www.sec.gov/rules/final/34-50103.htm.

5  See SR-NYSE-2004-68: Proposed amendments to NYSE Rules 440B and 440C, available at http://
www.nyse.com/pdfs/2004-68fil.pdf.

6  See Second Pilot Order, Footnote 10: "We believe that an exemption from the order marking
requirements may be necessary and appropriate to allow broker-dealers to avail themselves of the order
"masking" process described above for Pilot stocks, if implemented by the market centers. Accordingly,
prior to the commencement of the Pilot, we will consider written requests for appropriate relief from the
order marking requirements for Pilot stocks."

7  Regulation SHO defines "threshold securities" as equity securities of reporting issuers, where: for five
consecutive settlement days the security has aggregate fails to deliver at a registered clearing agency of
10,000 shares or more; this figure is equal to at least 0.5% of the issue's total shares outstanding; and
a list of such threshold securities is calculated and disseminated daily by the SRO on which the security
is listed or for which the SRO bears primary surveillance responsibility. The SEC has estimated that
approximately 4% of all equity securities would meet this threshold.

8  See Adopting Release, Footnote 58.
9  See SEC Rel. No. 34-50734 (11/24/04), 69 FR 69974 (12/1/04) (Order approving new Exchange

Rule 416A requiring members and member organizations to promptly update their organizational
information via the EFP. In addition, the Exchange amended Rule 476A to sanction member's and
member organization's minor violations of Rule 416A pursuant to the minor fine provisions of Rule 476A.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 04-63

Click to open document in a browser

December 16, 2004

  
New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 Market Surveillance

ATTENTION: TRADING DESKS, ORDER ROOMS, COMPLIANCE DIRECTORS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: EXPIRATION FRIDAY AND S&P REBALANCING - DECEMBER 17, 2004 - EXCHANGE RULE
123C

IMPORTANT

On December 17, 2004, Standard & Poor’s will rebalance its stock indices for the S&P500, S&P MidCap 400
and S&P SmallCap 600 for those component stocks that, during the second half of 2004, had an offering,
stock distribution or stock split of under 5% of the outstanding shares. It is expected that Standard & Poor’s
will issue a notice concerning these stocks and any other changes to these indices by 6:00 p.m. Wednesday,
December 15, 2004. In addition, December 17, 2004 will be a quarterly expiration Friday for stock and index
options and stock and index futures products, whose settlement pricing is based upon Exchange opening or
closing prices on that day.

It is expected that these events could lead to increased market-on-close and limit-onclose activity. This
Information Memo is being distributed to remind members and member organizations of certain rules and
policies of the Exchange with respect to MOC/LOC order entry and imbalance publication procedures.

Market On-Close/Limit-On-Close Procedures

Members and member organizations are strongly urged to carefully review their procedures for entering
and using MOC and LOC orders. In this regard, such orders should be entered as early in the day as
feasible. This will provide an opportunity for Floor brokers and/or specialists to better ascertain possible order
imbalances that might exist at the close. Consequently, efforts can be made more easily to contact potential
offsetting interest which could mitigate any existing imbalance.

In order to ensure a smooth and orderly close, specialists should disseminate closing market information
as early as possible. Between 3:00 p.m. and 3:40 p.m., informational MOC imbalances of any size may be
published with Floor Official approval. These are informational only and do not limit MOC/LOC order entry or
cancellation before 3:40 p.m.

Regardless of whether such an informational imbalance is published, an imbalance of 50,000 shares or more
must be published as soon as possible after 3:40 p.m. and 3:50 p.m. as required under Rule 123C. Other
significant imbalances (e.g., less than 50,000 shares but which would cause significant price dislocation at the
close) may be published at these times with prior Floor Official approval. If an informational imbalance was
published and there is neither a significant imbalance nor one of 50,000 shares or more, a “no imbalance”
notice must be published as soon as possible after 3:40 p.m. and 3:50 p.m.
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Specialists should ensure that staffing is at a sufficient level to handle an increased workload and order flow
and should seek the advice of a Floor Official for unusual situations as early as possible.

See Rule 123C for further discussion of procedures for MOC and LOC orders.

Expiration Day Opening Imbalance Publication

Rule 123C also provides that, as soon as practicable after 9:00 a.m. on expiration days, the Exchange will
disseminate market order imbalances of 50,000 shares or more in all stocks via the low-speed ticker and the
news services. A “no imbalance” status will not be published for any stock.

Due Diligence Requirements and Compliance Procedures

Consistent with the requirements of Exchange Rule 405, before any at-the-close order is transmitted to
the Floor, the member organization accepting the order must exercise due diligence to learn the essential
facts relative to the order, including the purpose and propriety of the at-the-close instruction. In addition, an
imbalance of orders at or near the close, caused in part by the entry of such orders, could lead to trading
being halted in the security and such orders not receiving an execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep
in mind the requirements of Exchange Rule 97 regarding member trading. Firms should review procedures
utilized in connection with orders to be executed at or near the close with their traders, order entry personnel
and systemic order entry functions (e.g., algorithms or “smart servers”). Firms should also review the
provisions of Information Memo No. 95-28 (July 10, 1995) which discussed trading near the close and
trading activity that would constitute violations of Exchange Rules as well as federal securities laws. In that
connection, firms are reminded that where a firm has committed to purchase from (sell to) a customer an
order at a price that is derived from the closing price (e.g., VWAP and MOC orders), reserving a significant
position of its hedging or covering transaction to be executed near the close, it must operate with substantial
care. If the transaction is completed in a manner that does not effectively place the firm at market risk or
provide an opportunity for contra side interest to develop or react to the activity, it would raise manipulative
concerns and would operate as conduct inconsistent with just and equitable principles of trade. This could
occur if a firm’s trader or firm’s smart server entered a single or multiple orders into the market at or near the
close, in such a manner that contra side interest did not have the ability to develop and react. In addition,
other applicable SEC and New York Stock Exchange regulations should be addressed, such as Section 9(a)
(2) of the Securities Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules. Firms
must ensure that they have adequate policies and procedures in place to detect, deter, and prevent such
potentially violative conduct.

Questions concerning this memorandum may be addressed to the following persons in the Market
Surveillance Division:

Rohan Prashad, Director, Member Trading and Audit Trail (212) 656-6772

Patrick Giraldi, Director, On Floor Surveillance Unit (212) 656-6804

Gordon Brown, Manager, On Floor Surveillance Unit (212) 656-5321

___________________________

Robert A. Marchman

Senior Vice President

Market Surveillance
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December 15, 2004

  
New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005
 Member Firm Regulation

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER AND CHIEF FINANCIAL OFFICER/
PARTNER AND REGULATORY REPORTING DEPT.

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: FEE RATE ADVISORY

The Securities and Exchange Commission (“SEC”) is required to adjust the filing and securities transaction
fee rates on an annual basis, after consultation with the Congressional Budget Office and the Office of
Management and Budget.

Annual Fee Rate Adjustment

Pursuant to SEC Press Release No. 2004-167 (Fee Rate Advisory #6 for Fiscal Year 2005, dated Dec. 9,

2004), 1   President Bush signed H.R. 4818, the omnibus appropriations bill that includes funding for the SEC
for the remainder of fiscal year 2005, on Dec. 8, 2004. Accordingly, effective Dec. 13, 2004, the Section 6(b)
fee rate applicable to the registration of securities, the Section 13(e) fee rate applicable to the repurchase of
securities, and the Section 14(g) fee rate applicable to proxy solicitations and statements in corporate control
transactions will decrease to $117.70 per million from the current rate of $126.70 per million. The Section 6(b)
rate is also the rate used to calculate the fees payable with the Annual Notice of Securities Sold Pursuant to
Rule 24f-2 under the Investment Company Act of 1940.

In addition, effective Jan. 7, 2005, the Section 31 fee rate applicable to securities transactions on the
exchanges and NASDAQ will increase to $32.90 per million from the current rate of $23.40 per million. The
Section 31 assessment on security futures transactions will remain unchanged at $0.009 per round turn
transaction. Pursuant to the NYSE Constitution and NYSE Rule 440H, the NYSE collects “Transaction Fees”
from its members and member organizations, based on their “ Form 120A Transactions,” at a rate equal to
that prescribed under Section 31. For additional information on Rule 440H and Transaction Fees, see NYSE
Information Memo No. 04-42, dated August 5, 2004.

Fiscal Year 2006 Rates

The SEC will announce the new fee rates for fiscal year 2006 no later than April 30, 2005. These fee rates
will become effective Oct. 1, 2005, or, if later, after the SEC’s fiscal year 2006 appropriation is enacted. In
addition, the SEC may be required to make a “mid-year” adjustment to the Section 31 fee rate for fiscal 2006,
which would be announced no later than March 1, 2005, effective April 1, 2005. This information will be
posted on the SEC's Internet Web site at http://www.sec.gov.

A copy of the SEC’s April 30, 2004, order regarding the fee rate adjustments for fiscal year 2005, including
the calculation methodologies, is available at http://www.sec.gov/rules/other/33-8418.htm. Questions about
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the new Section 6(b), Section 13(e), or Section 14(g) fee rates should be directed to the Filer Support Unit in
the Office of Filings and Information Services at (202) 942-8900. The Office of Interpretation and Guidance in
the SEC's Division of Market Regulation is also available for questions on Section 31 fees at (202) 942-0069,
or by e-mail at marketreg@sec.gov.

Please contact your Finance Coordinator with any questions you may have regarding this memo.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See http://www.sec.gov/news/press/2004-167.htm for the complete text of SEC Press Release No.
2004-167.
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December 14, 2004

  
New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005
 Member Firm Regulation

ATTENTION: CHIEF EXECUTIVE OFFICER, CHIEF OPERATIONS OFFICER, MANAGING PARTNER,
AND CHIEF COMPLIANCE OFFICER

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: RULE 416A - MEMBER AND MEMBER ORGANIZATION PROFILE INFORMATION UPDATES
AND QUARTERLY CERTIFICATIONS VIA THE ELECTRONIC FILING PLATFORM

On November 24, 2004, the Securities and Exchange Commission (“SEC”) approved New York Stock
Exchange, Inc. (“NYSE” or the “Exchange”) Rule 416A (“Member and Member Organization Profile
Information Updates and Quarterly Certifications Via the Electronic Filing Platform”), which requires members
and member organizations (“Member Firms”) to promptly update their organizational information via the
Electronic Filing Platform (“EFP”),1 and to make quarterly certifications that their organizational information
is complete and accurate (Exhibit A).2 The SEC also approved a corresponding amendment to NYSE Rule
476A (“Imposition of Fines for Minor Violation of Rules”) to allow the Exchange to sanction Member Firms’
less serious violations of Rule 416A pursuant to the minor fine provisions of Rule 476A (Exhibit B). Rule 416A
and the corresponding amendment to Rule 476A are effective immediately.

Background

NYSE Rule 416 requires each Member Firm to submit to the Exchange specified information the Exchange
deems essential for the protection of investors and the public interest. In 2001, the Exchange developed a
new systems application for the EFP to facilitate the electronic entry and processing of such information.

Purpose of Rule 416A

Given the increasing importance of maintaining an up-to-date repository of key regulatory information, and of
communicating necessary information quickly, particularly during emergencies, it is critical that Member Firm
profile information be current and accurate. Although Member Firms are already required (and have been
previously advised) to promptly provide and update specified membership information via the EFP, and to do
quarterly reviews of that information to verify its accuracy,3 some have failed to do so consistently. Rule 416A
was created to address these issues.

Requirements of Rule 416A

Rule 416A requires each Member Firm to:

1. Furnish the Exchange with all of the profile information required by the EFP. A complete list of required
information will be accessible through the EFP application. [see Rule 416A(a)]

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

638

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P04-61%2909013e2c855b39ba?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE416A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE416A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE476A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE476A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE416A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE476A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE416A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE476A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE416/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE416A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE416A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE416A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE416A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE416A%28a%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


2. Promptly (within 30 days) update its required membership profile information after any change in such
information. [see Rule 416A(b)]

3. Designate to the Exchange an appropriate senior officer (or his or her designee) as its membership profile
contact person. [see Rule 416A(c)]

4. Make quarterly electronic certifications that it has reviewed its required membership profile information, and
that such information is complete and accurate. To ensure that the reviews are conducted periodically and
separated by approximately equal intervals of time, the certifications must be done during the last month of
each quarter, as opposed to any time during the quarter.4 [see Rule 416A(d)]

Member Firms that fail to satisfy the requirements of Rule 416A will be subject to minor fines pursuant to Rule
476A, or, if appropriate, to formal disciplinary actions for more serious or recurring violations.

If you have any questions regarding this Information Memo, please contact Ronald Rubin at (212) 656-4426.

___________________________

Donald van Weezel

Vice President

Member Firm Regulation

Exhibit A

Rule 416A

Member and Member Organization Profile Information Updates and Quarterly Certifications
Via the Electronic Filing Platform

(a) Members and member organizations must furnish the Exchange with all of the profile information required
by the Exchange’s Electronic Filing Platform (“EFP”), and must comply with any Exchange request for such
information promptly, but in any event not later than thirty days following such request.

(b) Members and member organizations must update their required membership profile information promptly,
but in any event not later than thirty days following any change in such information.

(c) Each member and member organization shall designate to the Exchange an appropriate senior officer as
referenced in Rule 351(e), or his or her designee, as its membership profile contact person.

(d) Each member or member organization shall certify electronically once during each of the months of
March, June, September, and December of every year that it has reviewed its required membership profile
information, and that such information is complete and accurate.

Exhibit B

Additions Underscored

Rule 476A

Imposition of Fines for Minor Violation of Rules

Rule 476A. (a) through (e) unchanged.

Supplementary Material:

___________________________

List of Exchange Rule Violations and Fines
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Applicable Thereto Pursuant to Rule 476A

** ** *

• Failure to transfer a customer securities account in accordance with the requirements of Rule 412 and the
interpretations thereunder

• Failure to promptly provide or promptly update required membership profile information through the
Exchange’s Electronic Filing Platform (“EFP”), or failure to electronically certify that required membership
profile information is complete and accurate, as required by Rule 416A

• Rule 440B short sale rule violations

** ** *

Copyright 2019, NYSE Group, Inc. All rights reserved.
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December 3, 2004

  
New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005
 Member Firm Regulation

ATTENTION: COMPLIANCE, LEGAL, REGISTRATION AND TRAINING DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW EFFECTIVE DATE FOR INTERNAL CONTROLS AMENDMENTS

The New York Stock Exchange plans to delay implementation of the previously published December 17, 2004
effective date for amendments to Rules 342, 401, 408 and 410 (see NYSE Information Memo No. 04-38,

dated July 26, 2004). 1   A rule filing is being submitted to the SEC to delay the effective date of the Internal
Controls amendments until January 31, 2005 to conform to the effective date of NASD’s corresponding rule
amendments (see NASD Notice to Members 04-71).

Questions regarding this Memo may be directed to Stephen Kasprzak at (212) 656-5226.

___________________________

Donald van Weezel

Vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
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Footnotes

1  See also Release No. 34-49882 (June 17, 2004); 69 FR 35108 (June 23, 2004) (File No. SR-
NYSE-2002-36).
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November 18, 2004

  
New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: TRADING OF streetTRACKS® GOLD SHARES: RULES 1300 AND 1301

 Trading in a new product, the streetTRACKS® Gold Shares (symbol: GLD) (the “Shares”), will begin on the
NYSE on November 18, 2004.

The purpose of this memorandum is to outline various rules and policies that will be applicable to trading in
this new product, including certain exemptive, interpretive and no-action positions taken by the Securities and
Exchange Commission (“SEC”), as well as to highlight the characteristics and risk of the Shares. For a more
complete description of the streetTRACKS® Gold Trust (the “Trust”), the Shares and the gold market, visit
www.streetTRACKS.com or consult the Trust's prospectus.

Background Information on streetTRACKS® Gold Shares

World Gold Trust Services, LLC, a Delaware limited liability company (the “Sponsor”), is the sponsor of the
Trust. The Sponsor is wholly owned by the World Gold Council, a not-for-profit association registered under
Swiss law. The Bank of New York, a New York banking corporation with trust powers, is the trustee of the
Trust (the “Trustee”). HSBC Bank USA, a New York banking corporation, is the custodian of the Trust (the
“Custodian”). State Street Global Markets LLC, a wholly owned subsidiary of State Street Corporation, will act
as marketing agent of the Trust (the “Marketing Agent”). The Marketing Agent is a registered broker-dealer
with the SEC. UBS Securities LLC is to be the purchaser of the underwritten Shares (the “Purchaser”). The
Sponsor, Trustee, Custodian, Purchaser and Marketing Agent are not affiliated with the NYSE.

According to the Trust's prospectus, the investment objective of the Trust is for the Shares to reflect the
performance of the price of gold bullion, less the Trust's expenses.

Description of the Trust and the Shares

The Trust is not a registered investment company under the Investment Company Act of 1940 but, as
more specifically explained below, will be subject generally to the Exchange rules and policies applicable
to Investment Company Units (also known as exchange-traded funds or ETFs). As a passive business
organization, the Trust is not subject to the NYSE's corporate governance requirements, including the audit
committee requirements.

According to the Trust's prospectus, the Trust's assets will consist primarily of gold bullion which will be used
to pay the Trust's expenses. Because the Trust will use the gold bullion it holds to pay its expenses, the
Shares comprising a Basket (as defined below) will represent a decreasing amount of gold over time, and

the number of troy ounces 1   of gold required to create a Basket or to be delivered upon a redemption of
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a Basket will also decrease over time. A description of the Trust's fees and expenses may be found in the
Trust's prospectus.

According to the Trust's prospectus, the Shares represent units of fractional undivided beneficial interest in
and ownership of the Trust. The Shares will be issued from time to time only in groups of 100,000 Shares or
more, principally in exchange for gold bullion (and if applicable, a specified cash payment). These groups of
Shares are referred to as “Baskets” in the Trust's prospectus. Similarly, the Trust will redeem Shares only in
Baskets, principally in exchange for gold bullion (and if applicable, a specified cash payment). According to
the prospectus, the Sponsor anticipates that a cash payment ordinarily will not be required for the creation or
redemption of Baskets. The Trust will issue and redeem Shares only in Baskets or multiples thereof. Shares
will be issued at the net asset value (“NAV”) per share determined after an order is properly received.

Creation and Redemption Process

According to the Trust's prospectus, creations and redemptions must be made through “Authorized
Participants.” Authorized Participants are DTC participants who are registered broker-dealers or other
securities market participants, such as a bank or other financial institution not required to register as a broker-
dealer to engage in securities transactions. In each case, the Authorized Participant must have executed an
agreement with the Trustee with respect to creations and redemptions of Baskets and an agreement with
the Custodian establishing an account to be used for gold bullion transactions with the Trust. Settlement and
redemption of the Shares ordinarily will occur on T+3. Additional information about the procedures regarding
creation, redemption and settlement of Baskets is included in the Trust's prospectus.

Availability of Information Regarding Gold Prices

Currently, the Consolidated Tape Plan does not provide for the dissemination of the spot price of a
commodity, such as gold, but the last sale price for the Shares will be carried over the Tape. Gold pricing
information based on the spot price for a troy ounce of gold is also available on a 24-hour basis from various
financial information service providers. In addition, the Trust's website (www.streetTRACKS.com) will provide
at no charge, on a virtual real-time basis, continuously updated bids and offers indicative of the spot price of
gold, as well as the intraday indicative value per Share and NAV of the Trust.

The global OTC market has no formal structure or centralized exchange, although segments of the market
are overseen and regulated by both governmental and self-regulatory organizations.

In addition, certain trade associations have established rules and protocols for market practices and
participants. In the U.S., no government body or independent agency, including the NYSE, has formal
responsibility for the regulation of trading in the U.S. OTC gold market. Thus, there is no regulated source of
“last sale” information regarding physical gold, and in particular, the SEC and the NYSE have no jurisdiction
over the trading of gold as a physical commodity. However, participants in the OTC gold market (such as
banks and other financial institutions) are generally regulated by the regulators (such as the Office of the
Comptroller of the Currency) which regulate their activities in the other markets in which they operate.

Risk Factors to Investing in the Shares

An investment in the Shares carries certain risks. The following specific risks are taken from and discussed
in more detail in the Trust's prospectus. The NYSE advises members to read the risk factors set forth in the
Trust's prospectus carefully.

• The value of the Shares relates directly to the value of the gold held by the Trust and fluctuations in
the price of gold could materially adversely affect an investment in the Shares.

• The Shares may trade at a price which is at, above or below the NAV per Share and any discount or
premium in the trading price relative to the NAV per Share may widen as a result of non-concurrent
trading hours between the COMEX and the NYSE.
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• The sale of gold by the Trust to pay expenses will reduce the amount of gold represented by each
Share on an ongoing basis irrespective of whether the trading price of the Shares rises or falls in
response to changes in the price of gold.

• When the fee reduction terminates or expires, the estimated ordinary expenses payable by the
Trust may increase, thus reducing the NAV of the Trust more rapidly and adversely affecting an
investment in the Shares.

• The sale of the Trust's gold to pay expenses at a time of low gold prices could adversely affect the
value of the Shares.

• Purchasing activity in the gold market associated with the purchase of Baskets from the Trust may
cause a temporary increase in the price of gold. This increase may adversely affect an investment in
the Shares.

• As the Sponsor and its management have no history of operating an investment vehicle like the
Trust, their experience may be inadequate or unsuitable to manage the Trust.

• The Shares are a new securities product and their value could decrease if unanticipated operational
or trading problems arise.

• Shareholder will not have the protections associated with ownership of shares in an investment
company registered under the Investment Company Act of 1940 or the protections afforded by the
Commodity Exchange Act of 1936.

• The Trust may be required to terminate and liquidate at a time that is disadvantageous to
Shareholders.

• The lack of a market for the Shares may limit the ability of Shareholders to sell the Shares.
• The operations of the Trust and the Sponsor depend on support from the World Gold Council. This

support may not be available in the future and, if such support is not available, the operations of the
Trust may be adversely affected.

• Shareholders will not have the rights enjoyed by investors in certain other vehicles.
• An investment in the Shares may be adversely affected by competition from other methods of

investing in gold.
• Crises may motivate large-scale sales of gold which could decrease the price of gold and adversely

affect an investment in the Shares.
• Substantial sales of gold by the official sector could adversely affect an investment in the Shares.
• A widening of interest rate differentials between the cost of money and the cost of gold could

negatively affect the price of gold which, in turn, could negatively affect the price of the Shares.
• The Trust's gold may be subject to loss, damage, theft or restriction on access.
• The Trust may not have adequate sources of recovery if its gold is lost, damaged, stolen or

destroyed and recovery may be limited, even in the event of fraud, to the market value of the gold at
the time the fraud is discovered.

• Gold bullion allocated to the Trust in connection with the creation of a Basket may not meet the
London Good Delivery Standards and, if a Basket is issued against such gold, the Trust may suffer
a loss.

• Because neither the Trustee nor the Custodian oversees or monitors the activities of subcustodians
who may hold the Trust's gold, failure by the subcustodians to exercise due care in the safekeeping
of the Trust's gold could result in a loss to the Trust.

• The ability of the Trustee and the Custodian to take legal action against subcustodians may be
limited, which increases the possibility that the Trust may suffer a loss if a subcustodian does not
use due care in the safekeeping of the Trust's gold.

• Gold held in the Trust unallocated account and any Authorized Participant's unallocated gold
account will not be segregated from the Custodian's assets. If the Custodian becomes insolvent,
its assets may not be adequate to satisfy a claim by the Trust or any Authorized Participant. In
addition, in the event of the Custodian's insolvency, there may be a delay and costs incurred in
identifying the bullion held in the Trust's allocated gold account.
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• In issuing Baskets, the Trustee will rely on certain information received from the Custodian which
is subject to confirmation after the Trustee has relied on the information. If such information turns
out to be incorrect, Baskets may be issued in exchange for an amount of gold which is more or less
than the amount of gold which is required to be deposited with the Trust.

• The Trust's obligation to reimburse the Purchaser, the Marketing Agent and the Authorized
Participants for certain liabilities in the event the Sponsor fails to indemnify the Purchaser, the
Marketing Agent or the Authorized Participants could adversely affect an investment in the Shares.

• Competing claims over ownership of intellectual property rights related to the Trust could adversely
affect the Trust and an investment in the shares.

• If the Marketing Agent and the World Gold Council do not conclude an international marketing agent
agreement within 60 days of the effectiveness of the registration statement of which the prospectus
forms a part, the Sponsor may terminate the Marketing Agent Agreement and the services of the
Marketing Agent. This could affect the performance of the services provided by the Marketing Agent
and would terminate the obligation of the Sponsor to reduce its fees under certain circumstances.

Exchange Rules Applicable to the Trading of the Shares

The Shares are considered “securities” under Exchange Rule 3 and are subject to all applicable trading rules.

The Exchange has adopted new Rule 1300 (“streetTRACKS® Gold Shares”) to deal with issues related to the
trading of the Shares. Specifically, pursuant to Rule 1300, the Shares will be treated the same as Investment

Company Units (as defined in Exchange Rule 1100 and Section 703.16 of the Listed Company Manual) 2   for
purposes of:

• Rule 13 (“Definitions of Orders”),
• Rule 36.30 (“Communications Between Exchange and Members' Offices”),
• Rule 98 (“Restrictions on Approved Person Associated with a Specialist's Member Organization”),
• Rule 104 (“Dealings by Specialists”),
• Rule 105(m) (“Guidelines for Specialists' Specialty Stock Option Transactions Pursuant to Rule

105”),
• Rule 123(e) (“Record of Orders — System Entry Required”) and (f) and “Record of Orders —

Reports of Order Executions”),
• Rules 132B and 132C (“Order Tracking System”),
• Rule 460.10 (“Specialists Participating in Contests”),
• Rule 1002 (NYSE Direct+: “Availability of Automatic Feature”), and
• Rule 1005 (NYSE Direct+: “Orders may not be Broken into Smaller Accounts”).

When these Rules discuss Investment Company Units, references to the word “index” (or derivative or similar
words) will be deemed to be references to the “gold spot price” and references to the word “security” (or
derivative or similar words) will be deemed to be references to the “streetTRACKS® Gold Trust.” The Shares
are not exempt from Exchange Rules 123C (“Market-on-Close/Limit-on-Close Policy”) and 123D (“Pre-
Opening Price Indications Policy”).

The Exchange has also adopted new Rule 1301 (“streetTRACKS® Gold Shares: Securities Accounts and
Orders of Specialists”) to ensure that specialists handling the Shares provide the Exchange with all necessary
information relating to their trading in physical gold and in gold futures contracts and options thereon or
any other gold derivative. The Exchange has also entered into a Memorandum of Understanding with the
NYMEX.

Hours of Trading

Trading in the Shares will be until 4:15 p.m.

Exemptive, Interpretive and No-Action Relief Under Federal Securities Regulations and NYSE Rules
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The SEC has issued exemptive, interpretive and no-action relief from certain provisions of and rules under
the Securities Exchange Act of 1934, as amended (the “Exchange Act”), regarding trading in the Shares,
which is summarized below. As this is only a summary of the relief granted by the SEC, the Exchange
also advises interested members to consult the Letter from James A. Brigagliano, Esq., Assistant Director,
Division of Market Regulation, to Kathleen H. Moriarty, Esq., Carter, Ledyard & Milburn, dated November 17,
2004 (File No. TP 04-21) (regarding the trading of streetTRACKS® Gold Trust) for more complete information
regarding the trading practices relief granted by the SEC. In addition, the Exchange has taken an interpretive
position with respect to its short sale rule.

• Short Sale Rules. Transactions in the Shares will not be subject to “tick” requirements of the short
sale rule of the Commission (Rule 10a-1) or the Exchange (Rule 440B). Short orders must be
marked SHORT or SHORT EXEMPT.

• Regulation M Exemptions. Generally, Rules 101 and 102 of Regulation M is an antimanipulation
regulation that, subject to certain exemptions, prohibits any “distribution participant” and its “affiliated
purchasers” from bidding for, purchasing, or attempting to induce any person to bid for or purchase,
any security which is the subject of a distribution until after the applicable restricted period, except
as specifically permitted in Regulation M. The provisions of the Rules apply to underwriters,
prospective underwriters, brokers, dealers, and other persons who have agreed to participate or are
participating in a distribution of securities, and affiliated purchasers of such persons.

The SEC has granted an exemption from paragraph (d) of Rule 101 under Regulation M to permit
persons who may be deemed to be participating in a distribution of Shares to bid for or purchase
Shares during their participation in such distribution. The SEC also has granted an exemption from
paragraph (d) of Rule 101 under Regulation M to permit the Marketing Agent to publish certain
market-related information and research on the Trust's website.

Rule 102 of Regulation M prohibits issuers, selling security holders, or any affiliated purchaser
of such person from bidding for, purchasing, or attempting to induce any person to bid for or
purchase a covered security during the applicable restricted period in connection with a distribution
of securities effected by or on behalf of an issuer or selling security holder. Rule 100 of Regulation
M defines “distribution” to mean any offering of securities that is distinguished from ordinary trading
transactions by the magnitude of the offering and the presence of special selling efforts and selling
methods. The SEC has granted an exemption from paragraph (e) of Rule 102 to permit the Trust
and affiliated purchasers to redeem Shares during the continuous offering of the Shares.

• Section 11(d)(1) of the Exchange Act; Exchange Act Rule 11d1-2. Section 11(d)(1) of the Exchange
Act generally prohibits a person who is both a broker and a dealer from effecting any transaction
in which the broker-dealer extends credit to a customer on any security which was part of a new
issue in the distribution of which he or she participated as a member of a selling syndicate or group
within thirty days prior to such transaction. The SEC has taken a no-action position under Section
11(d)(1) of the Exchange Act if broker-dealers (other than the Marketing Agent) that do not create
or redeem Shares but engage in both proprietary and customer transactions in Shares exclusively
in the secondary market extend or maintain or arrange for the extension or maintenance of credit
on Shares in connection with such secondary market transactions. The SEC has also taken a no-
action position under Section 11(d)(1) of the Exchange Act that broker-dealers (other than the
Marketing Agent) may treat Shares of the Trust, for purposes of Rule 11d1-2, as “securities issued
by a registered … open-end investment company as defined in the Investment Company Act” and
thereby, extend credit or maintain or arrange for the extension or maintenance of credit on the
Shares that have been owned by the persons to whom credit is provided for more than 30 days, in
reliance on the exemption contained in the rule.

Due Diligence
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Before a member, member organization, allied member or employee thereof recommends a transaction in
the Shares, such person must exercise due diligence to learn the essential facts relative to the customer
pursuant to Exchange Rule 405, and must determine that the recommendation complies with all other
applicable Exchange and Federal rules and regulations. A person making such recommendation should have
a reasonable basis for believing, at the time of making the recommendation, that the customer has sufficient
knowledge and experience in financial matters that he or she may reasonably be expected to be capable of
evaluating the risks and any special characteristics of the recommended transaction, and is financially able to
bear the risks of the recommended transaction.

Trading Halts

In order to halt the trading of the Shares, the Exchange may consider, among other things, factors such as
the extent to which trading is not occurring in gold or whether other unusual conditions or circumstances
detrimental to the maintenance of a fair and orderly market are present. In addition, trading in Shares is
subject to trading halts caused by extraordinary market volatility pursuant to Exchange Rule 80B (“Circuit
Breaker”).

Prospectus Delivery

Members are advised to consult the section entitled “Plan of Distribution” in the Trust's prospectus with
respect to the prospectus-delivery requirements relating to the Shares.

Surveillance

The Exchange's surveillance procedures applicable to equity securities will be used for the Shares.

Questions concerning the matters discussed in this Memorandum may be addressed as follows:

General Questions

James P. McGowan

(212) 656-2490 (Competitive Position Group)

James F. Duffy

(212) 656-5855 (Office of the General Counsel)

Questions on:

Suitability

Steve Kasprzak (Member Firm Regulation) (212) 656-5226

Specialist Issues

Donald Siemer (Market Surveillance, Rule Development) (212) 656-6940

______________________________

Robert A. Marchman

Senior Vice President

Market Surveillance

Attachments

NEW Rule 1300

streetTRACKS(r) Gold Shares
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(a) The provisions of this Rule 1300 series apply only to streetTRACKS(r) Gold Shares, which represent
units of fractional undivided beneficial interest in and ownership of the streetTRACKS(r) Gold Trust. While
streetTRACKS(r) Gold Shares are not technically Investment Company Units and thus are not covered by
Rule 1100, all other rules that reference “Investment Company Units,” as defined and used in Para. 703.16
of the Listed Company Manual, including, but not limited to Rules 13, 36.30, 98, 104, 460.10, 1002, and
1005 shall also apply to streetTRACKS(r) Gold Shares. When these rules reference Investment Company
Units, the word “index” (or derivative or similar words) will be deemed to be “gold spot price” and the word
“security” (or derivative or similar words) will be deemed to be “streetTRACKS(r) Gold Trust”.

(b) As is the case with Investment Company Units, paragraph (m) of the Guidelines to Rule 105 shall also
apply to streetTRACKS(r) Gold Shares. Specifically, Rule 105(m) shall be deemed to prohibit an equity
specialist, his member organization, other member, allied member or approved person in such member
organization or officer or employee thereof from acting as a market maker or functioning in any capacity
involving market-making responsibilities in physical gold, gold futures or options on gold futures, or any other
gold derivatives. However, an approved person of an equity specialist entitled to an exemption from Rule
105(m) under Rule 98 may act in a market making capacity, other than as a specialist in the streetTRACKS(r)
Gold Shares on another market center, in physical gold, gold futures or options on gold futures, or any other
gold derivatives.

(c) Except to the extent that specific provisions in this Rule govern, or unless the context otherwise requires,
the provisions of the Constitution, all other Exchange Rules and policies shall be applicable to the trading of
streetTRACKS(r) Gold Shares on the Exchange. Pursuant to Exchange Rule 3 (“Security”), streetTRACKS(r)
Gold Shares are included within the definition of “security” or “securities” as those terms are used in the
Constitution and Rules of the Exchange.

NEW Rule 1301

streetTRACKS(r) Gold Shares: Securities Accounts and Orders of Specialists

(a) The member organization acting as specialist in streetTRACKS(r) Gold Shares is obligated to conduct
all trading in the Shares in its specialist account, subject only to the ability to have one or more investment
accounts, all of which must be reported to the Exchange. (See Rules 104.12 and 104.13.) In addition, the
member organization acting as specialist in streetTRACKS(r) Gold Shares must file with the Exchange in
a manner prescribed by the Exchange and keep current a list identifying all accounts for trading physical
gold, gold futures or options on gold futures, or any other gold derivatives, which the member organization
acting as specialist may have or over which it may exercise investment discretion. No member organization
acting as specialist in streetTRACKS(r) Gold Shares shall trade in physical gold, gold futures or options on
gold futures, or any other gold derivatives, in an account in which a member organization acting as specialist,
directly or indirectly, controls trading activities, or has a direct interest in the profits or losses thereof, which
has not been reported to the Exchange as required hereby.

(b) In addition to the existing obligations under Exchange rules regarding the production of books and records
(see, e.g., Rule 476(a)(11)), the member organization acting as specialist in streetTRACKS(r) Gold Shares
shall make available to the Exchange such books, records or other information pertaining to transactions by
such entity or any member, allied member, approved person, registered or non-registered employee affiliated
with such entity for its or their own accounts in physical gold, gold futures or options on gold futures, or any
other gold derivatives, as may be requested by the Exchange.

(c) In connection with trading physical gold, gold futures or options on gold futures or any other gold derivative
(including streetTRACKS(r) Gold Shares), the specialist registered as such in streetTRACKS(r) Gold Shares
shall not use any material nonpublic information received from any person associated with a member or
employee of such person regarding trading by such person or employee in physical gold, gold futures or
options on gold futures, or any other gold derivatives.
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Footnotes

1  A troy ounce equals 31.1034768 grams.
2  See Information Memo No. 01-20 (July 31, 2001) for a discussion of the Exchange Rules applicable to

Investment Company Units. This Memo is available on www.nyse.com/regulation.
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November 5, 2004

  
New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005
 Member Firm Regulation

ATTENTION: CHIEF EXECUTIVE OFFICER, OPERATIONS OFFICER, PROXY, LEGAL AND
COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: SUPERVISION OF PROXY ACTIVITIES AND OVER-VOTING

Rule 452 (“Giving Proxies by Member Organization”) regulates the processes and procedures by which the
shares of beneficial owners are to be voted by member firms. The assurance of accurate and efficient proxy
voting is the foundation of corporate democracy. The integrity of the voting process depends upon effective
supervision at member organizations.

Several recent special examinations of member organizations' proxy departments have discovered significant

areas of concern involving an apparent systemic over-voting of proxies 1   and a general lack of effective
supervision. Together with a survey conducted on proxy voting and related procedures, these examinations
highlight a need for member organizations to review their supervision of proxy activities and related
recordkeeping procedures and to focus on the prevention of over-voting.

Problems noted in the special examinations and proxy survey chiefly arose for three reasons:

1. Failing to properly account for firm and customer short positions when calculating the firm's long
position;

2. Incorrectly including shares which had been lent in the calculation of the firm's position; and
3. Having failed to correctly calculate the long position, then failing to utilize the proxy service agency's

over-voting reports.

Reliance on Service Organizations

The great majority of member organizations have outsourced the gathering and voting of proxies. While
this may yield substantial gains in efficiency and uniformity of practice, it does not relieve the member
organization of the regulatory responsibility for complying with the relevant regulations, supervising this
process, maintaining adequate and accurate books and records, and ensuring that the rights of beneficial
shareholders are protected. This responsibility would entail initial and continuing due diligence to assure that
the service provider is capable of collecting and reporting the customer votes, and that the source of share
information is accurate.

Supervision and Compliance Responsibilities

To address the problems discussed above, member organizations should review their policies and
procedures in regard to proxy activities, including specific attention to the following areas:
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1. Updating, reviewing and adhering to written supervisory and control procedures covering proxy
department activities;

2. Ensuring that proxy departments are under the proper supervision of the member organization as
required by Rule 342 (“Offices - Approval Supervision and Control”);

3. Assuring the accuracy of books and records upon which voting is based; and
4. Performing independent reviews of proxy voting results obtained from the outside vendor or service

bureau used by a member organization.

The essence of avoiding over-voting is the assurance of the availability and accessibility of accurate security
positions. While the comparison services provided by proxy service organizations are useful, they cannot take
the place of careful checks against the accuracy of the member organization's own records.

Rule 342(a) requires that each “business activity” of a member organization be “under the supervision
and control of the member or member organization…and of the personnel delegated such authority and
responsibility.” A pattern of inaccurate proxy solicitation and voting (especially over-voting) would constitute a
violation of the supervisory requirements of Rule 342 and Rule 440 (“Books and Records”) which prescribes
the books and records standards applicable to all member and member organization activities. Even absent
problematic operations, a failure to assure adequate supervision and control over proxy activities would be
violative of Rule 342.

Please contact your Finance Coordinator or Gregory F. Taylor on (212) 656-2920 if you have any questions
concerning this Information Memo.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  In this context, over-voting would entail the member organization or its proxy service provider sending
out and processing to the issuer or its agent more votes than should be allowed.
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New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005
 Member Firm Regulation

ATTENTION: MANAGING PARTNER, CHIEF EXECUTIVE OFFICER, BRANCH OFFICE
MANAGERS, COMPLIANCE OFFICER, TRAINING AND HR DIRECTORS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Continuing Education Firm Element Advisory

Exchange Rule 345A (Continuing Education for Registered Persons) requires members and member
organizations to maintain a current Firm Element training program for registered persons who have direct
contact with customers, and for their immediate supervisors. This Firm Element training should be specifically
tailored to the business of the members and member organizations, and must be evaluated and updated at
least annually.

The Exchange, in conjunction with the Securities Industry/Regulatory Council on Continuing Education, has
identified topics that are particularly relevant to the industry at this time and may be appropriate for members
and member organizations to include in their Firm Element training. These topics are identified in the attached
Firm Element Advisory.

Each member and member organization should consider the relevance of the topics identified in the Firm
Element Advisory to the member's or member organization's lines of business and training needs. The
attachment provides further direction for reviewing and considering the topics.

Use the Firm Element Organizer on the Securities Industry/Regulatory Council on Continuing Education
websitet www.securitiescep.com to assist in conducting your Firm Element Needs Analysis and developing
a training plan. A scenario library of materials which have fulfilled their three-year cycle in the Regulatory
Element are also available on the website. These scenarios can be used in developing your Firm Element
training.

The Firm Element Advisory can also be located on the website of the Securities Industry/Regulatory Council
on Continuing Education at www.securitiescep.com.

Questions about the Continuing Education Program should be directed to Roni Meikle at (212) 656-2156 or
Pat DeVita at (212) 656-2746.

___________________________

Donald van Weezel

Vice President

Member Firm Regulation

Attachments
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CEP

The Securities Industry Continuing Education Program www.securitiescep.com

Securities Industry Continuing Education

Program Firm Element Advisory

Each year the Securities Industry/Regulatory Council on Continuing Education (CE Council) publishes the
Firm Element Advisory to identify current regulatory and sales practice issues for possible inclusion in Firm
Element Training plans. This year's topics have been taken from a review of industry regulatory and self-
regulatory organization (SRO) publications issued since the last Firm Element Advisory of September 2003.

The Council recommends that firms use the Firm Element Advisory as part of their Firm Element Needs
Analysis to identify training topics that are relevant to the firm, including training for supervisors. New rules
or regulations, such as the Research Analyst Rules; major regulatory examination findings, such as those
relating to bond sales practices; ethics and professional conduct; and any new products or services the firm
plans to offer should be among the subjects considered as topics for Firm Element training.

The CE Council provides a convenient way for firms to access the training resources listed next to each
topic in the Firm Element Advisory via the CE Council Web site at www.securitiescep.com. By using the
Search function on the site and entering the referenced document, it will be possible to review the content on
the CE Web site. In addition to the Firm Element Advisory material, there are also two additional resources
to assist with developing Firm Element training plans. The first is the Firm Element Organizer, available
at www.securitiescep.com/TOC/Firm_Element/. This is an easy-to-use software application that enables
the search of an extensive database of regulatory resources related to specific investment products or
services. The results of a search can then be edited into a document that will assist in developing a Firm
Element training plan. A tutorial on the CE Council Web site demonstrates how to use the Firm Element
Organizer. The second potential Firm Element resource is the Regulatory Element Scenario Library, available
at www.securitiescep.com>CEP Training Material. The Scenario Library is comprised of scenarios that were
taken from the Regulatory Element Supervisor (S201) and General (S101) programs, and may be suitable for
Firm Element training.

For more information, log on to www.securitiescep.com, or call Ann M. Griffith, Associate Vice President,
NASD Testing & Continuing Education, at (240) 386-5051; or Joe McDonald, Associate Director, NASD
Testing & Continuing Education, at (240) 386-5065; or Roni Meikle, Director, Continuing Education, New York
Stock Exchange, at (212) 656-2156.

Alternative Investments

Non-Conventional Investments

Some alternative investments, such as asset-backed securities, distressed debt, and derivative products
(collectively termed “non-conventional investments”(NCI)), often have complex terms and features that are
not easily understood by investors. In selling NCIs, firms have obligations to: (1) conduct adequate due
diligence to understand the features of the product; (2) perform a reasonable-basis suitability analysis;
(3) perform a customer-specific suitability analysis in connection with any recommended transactions; (4)
provide a balanced disclosure of both the risks and rewards associated with the particular product, especially
when selling to retail investors; (5) implement appropriate internal controls; and (6) train registered persons
regarding the features, risks, and suitability of these products. See NASD Notice to Members 03-71: NASD
Reminds Members of Obligations When Selling Non-Conventional Investments (November 2003).

Anti-Money Laundering
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Broker-Dealer Customer Identification Rule

Anti-money laundering is an evolving topic, as regulators adopt new rules and regulations to carry out the
mandates of the USA PATRIOT Act. On April 29, 2003, the Securities and Exchange Commission (SEC or
Commission) and Department of the Treasury jointly issued the broker-dealer customer identification rule
(CIP Rule). The rule requires broker-dealers to implement customer identification programs that contain the
following elements: (1) procedures for verifying the identities of customers, (2) procedures for maintaining
records of the verification process, (3) procedures for comparing customers with lists of known or suspected
terrorists or terrorist organizations, and (4) procedures for providing customers with notice that information is
being collected to verify their identities. See 31 C.F.R. 103.122.

The CIP Rule permits broker-dealers to rely on certain other financial institutions to undertake the required
elements with respect to shared customers. On February 12, 2004, the SEC Division of Market Regulation
staff issued a No- Action letter to the Securities Industry Association stating that the Division staff will
not recommend enforcement action to the Commission under Rule 17a-8 if a broker-dealer relies on an
investment adviser to perform customer identification procedures, prior to such adviser becoming subject to
an Anti- Money Laundering Rule (AML Rule). Certain additional requirements and conditions in the CIP Rule
must also be met, including that: (1) such reliance is reasonable under the circumstances; (2) the investment
adviser is regulated by a Federal functional regulator (as defined in the CIP Rule); and (3) the investment
adviser enters into a contract requiring it to certify annually to the brokerdealer that it has implemented an
anti-money laundering program, and that it will perform (or its agent will perform) specified requirements of
the brokerdealer's customer identification program. This letter will be withdrawn without further action on the
earlier of: (1) the date upon which an AML Rule for advisers becomes effective, or (2) February 12, 2005.
See SEC Division of Market Regulation: No-Action Letter to the Securities Industry Association, February 12,
2004. See also NASD's Anti-Money Laundering Web page at www.nasdr.com/ money.asp; and the SEC's
Spotlight On: Anti-Money Laundering Rules at www.sec.gov/spotlight/moneylaundering.htm. See also NYSE
Information Memos 03-48, Rule 445 - Initial Anti-Money Laundering Audit, October 23, 2003, and 0 3-32 ,
Customer Identification Programs for Broker-Dealers, July 14, 2003 at www.nyse.com>regulation>information
memos.

Bond Sales

Sales Practice Obligations

As the number of retail customers investing in bonds and bond funds grows, regulators are concerned
that many investors may not fully appreciate the risks and costs associated with such products. It is the
responsibility of firms to take appropriate steps to ensure that their registered representatives understand and
inform their customers about the characteristics and risks as well as the rewards of the products they offer
and recommend. Firms have the following obligations in connection with the sale of bonds and bonds funds:

1. Understanding the terms, conditions, risks, and rewards of the bonds and bond funds they
sell (performing a reasonable-basis suitability analysis);
2. Making certain that a particular bond or bond fund is appropriate for a particular customer
before recommending it to that customer (performing a customer-specific suitability analysis);
3. Providing a balanced disclosure of the risks, costs, and rewards associated with a
particular bond or bond fund, especially when selling to retail investors;
4. Adequately training and supervising employees who sell bonds and bond funds; and
5. Implementing adequate supervisory controls to reasonably ensure compliance with NASD
and SEC sales practice rules in connection with bonds and bond funds.

See NASD Notice to Members 04-30: NASD Reminds Firms of Sales Practice Obligations In The Sale of
Bonds and Bond Funds (April 2004).
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Mark-Ups

NASD recently levied $15 million in total fines against four firms for rule violations relating to trading in
corporate high-yield bonds. All four firms were cited for charging excessive markups or markdowns,
inadequate record keeping and supervision violations. Firms are reminded that they must sell all securities,
including corporate high-yield debt, at fair prices. Markups and markdowns generally should not exceed five
percent and, for most debt transactions, that figure should be lower.

Business Continuity Plans

On April 7, 2004, the SEC approved new rules pertaining to firms' emergency preparedness and business
continuity planning. The rules require firms to, among other things, establish and maintain business continuity
plans and, upon request, to provide summaries of such plans to their customers. The rules also require
firms to designate two emergency contact persons and to provide this information to NASD or NYSE.
NASD Rule 3510 became effective for clearing firms on August 11, 2004, and on September 10, 2004 for
introducing firms. NASD Rule 3520 became effective for all firms on June 14, 2004. NYSE Rule 446 became
effective August 5, 2004 for all members and member organizations. See NASD Notice to Members 04-37:
SEC Approves Rules Requiring Members to Create Business Continuity Plans and Provide Emergency
Contact Information (May 2004). See also NASD's Business Continuity Plan Web page at www.nasdr. com/
business_continuity_planning.asp. See also NYSE Information Memo 04-24, Rule 446 - Business Continuity
and Contingency Plans, May 3, 2004.

Continuing Education

NASD Rule 1120 and NYSE Rule 345A set forth the CE requirements for registered persons. The CE
requirements consist of a Regulatory Element and a Firm Element. NASD provides members with e-mail
notifications through the Web Central Registration Depository(r) (Web CRD(r)) when a person is both 90
days and 30 days away from the end of his or her period to complete the Regulatory Element program before
going inactive. Web CRD also notifies members when a registered person at the firm becomes CE inactive.
Receipt of the e-mail notifications had been optional, and some firms chose not to receive the notifications.
On February 13, 2004, the SEC approved amendments to NASD Rule 1120 to require that each member
designate and identify to NASD the individual(s) who will receive the Web CRD Continuing Education
Regulatory Element e-mails. See NASD Notice to Members 04-22: SEC Approves Amendments to Rule 1120
(Continuing Education Requirements) Regarding Regulatory Element Contact Person (March 2004).

The SEC has approved NASD and NYSE rule filings to eliminate all exemptions from the requirement to
complete the Regulatory Element of the Continuing Education Program. The Securities Industry/Regulatory
Council on Continuing Education unanimously agreed at its December 2003 meeting to recommend to the
self-regulatory organizations (SROs) that they repeal the current exemption for industry members who,
when the Continuing Education Program was adopted in 1995, had been registered for at least 10 years and
who did not have a significant disciplinary action during that time (“grandfathered” persons) and registered
persons who had “graduated” from the Regulatory Element by satisfying their tenth anniversary requirement
before July 1998. The rule changes will become effective no later than April 4, 2005. The other SROs are
also seeking approval of the same rule change from the SEC. See Securities Exchange Act Release Nos.
34-50404 (September 16, 2004) (NYSE Approval Order) and 50456 (September 27, 2004) (NASD Approval
Order).

Customer Account Transfers

On March 12, 2004, the SEC approved amendments to NYSE Rule 412 (Customer Account Transfer
Contracts) and its interpretation. An effective date of September 12, 2004 was established for full compliance
with the amendments to allow member organizations sufficient time to develop and implement any necessary
systems changes.
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Rule 412 prescribes procedures for transferring customer accounts between member organizations. The
rule also generally requires use of the Automated Customer Account Transfer Service (ACATS) system for
full account transfers, when both the delivering and receiving organizations are members of the National
Securities Clearing Corporation (NSCC) which administers the ACATS system.

The amendments:

(1) Mandate use of the ACATS system for “partial” transfers, unless otherwise specifically
requested and authorized by a customer;
(2) Require the utilization of all automated functionalities available through the ACATS
system in connection with both standard and partial transfers and
(3) Clarify that electronic signatures are a potential means of customer authorization and
clarify certain designated exceptions to transfer instructions.

See NYSE Information Memo 04-20, Amendments to Rule 412 (“Customer Account Transfer Contracts”) and
Its Interpretation, April 8, 2004; and NYSE Interpretation Memo, 04-02, April 20, 2004. See also NASD Notice
to Members 04-58: SEC Grants Accelerated Approval of Rule Change Relating to Transfers of Specifically
Designated Customer Account Assets through the Automated Customer Account Transfer Service (ACATS)
(August 2004).

Data Retention

On April 29, 2004, the SEC approved amendments to NASD rules to require members to record and report
execution price and firm capacity as part of their Order Audit Trail System SM (OATS SM) Execution Reports.
See NASD Notice to Members 04-48: SEC Approves Amendments to Rule 6954 Requiring Members to
Record and Report Execution Price and Firm Capacity in OATS Execution Reports (June 2004). See also
NYSE Information Memos 03-37, Order Tracking System Technical Specifications; Exchange Rules 132A,
132B and 132C, September 10, 2003 and 03-51, Clarification to Information Memo No. 03-18 re: Books and
Records Requirements for Floor Brokers Who Conduct a Public Business - Exchange Rules 36, 123 and 440,
November 10, 2003.

Day Trading

Day trading is the buying and selling of, or selling short and buying to cover, the same security on the same
day. NASD recently levied $10 million in total fines against three firms for improperly extending credit in
violation of Federal Reserve Board Regulation T, and, in numerous instances, allowing trades that avoided
industry day trading margin requirements.

Regulation T Section 220.8(a)(1) states that a broker-dealer may use a cash account to buy a security
for a customer if: (1) there are sufficient funds in the account; or (2) the creditors accept in good faith the
customer's agreement that the customer will promptly make full cash payment for the security or asset before
selling it and does not contemplate selling it prior to making such payment.

Federal Reserve Board interpretations make clear that a customer who sells a security in a cash account on
trade date to pay for another security purchased on that day does not have “sufficient funds in the account”
on trade date for purposes of Regulation T Section 220.8(a)(1)(i). Rather, a customer must make full payment
for each separate purchase transaction in a cash account without regard to the unsettled proceeds of
securities sold. If a member firm plans to accept the unsettled proceeds of a securities sale as payment for
securities purchased, the transaction must be conducted in a margin account and is subject to the regulations
affording protection to customers who trade in margin accounts. See NASD Notice to Members 04-38: NASD
Reminds Member Firms of Their Obligations to Adhere to Credit Extension Requirements and Day Trading
Margin Rules (May 2004). See also NASD Rule 3520 and NYSE Rule 431.

Do-Not-Call Registry
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On January 12, 2004, the SEC approved amendments to NASD Rule 2212 (Telemarketing) and Rule 3110
(Books and Records). These amendments set forth NASD's requirement that member firms participate
in the Federal Trade Commission's national do-not-call registry. See NASD Notice to Members 04-15:
SEC Approves Amendments to NASD Rules Concerning Member Participation in the National Do-Not-Call
Registry (March 2004). See also NYSE Rule 440A.

Ethics

The CE Council will introduce an ethics module as part of the Regulatory Element of the CE Program in early
2005; nonetheless, firms should address ethical issues in their own Firm Element training. Such individual
programs can tailor general concepts to the values, policies, culture, organization and business model of
the particular firm, and allow senior management to participate in the ethics program, thereby modeling and
articulating the firm's commitment to high ethical standards in daily business conduct.

Ethics programs should do more than explain industry rules and firm policies. They should provide a context
for regulatory requirements by addressing the importance of upholding the firm's values (e.g., integrity,
trustworthiness), what constitutes the “right” thing, and the spirit—not only the letter—of the law. They should
also help employees develop a greater awareness of ethics issues and a stronger ability to make ethical
decisions, including dealing with organizational influences on such decision-making. Such programs should
be based on the firm's code of ethics (if any), its supervisory procedures, mechanisms for reporting observed
misconduct, and other policies that bear on the conduct of its employees—and they should be realistic.

The firm's annual needs assessment should seek to identify ethical dilemmas that employees face (or see
their colleagues facing), as well as pressures that may keep employees from acting properly or reporting
their ethical concerns. The assessment process might include obtaining feedback from business units, staff
functions (human resources, employee relations, legal, compliance, audit, security), as well as employees
themselves. Assessments can be based on direct interviews, document review, employee questionnaires,
or a combination of techniques including the use of confidential surveys or third parties that often encourage
employees to respond candidly.

Depending on the firm's business and structure, the needs assessment may reveal ethics issues such
as (A) conflicts of interest (e.g., personal trading, outside activities, gifts/gratuities/entertainment, political
contributions), (B) relationships with other employees (e.g., dignity and respect, sexual harassment,
discrimination), (C) relationships with customers (e.g., putting the client's best interests first, dealing with
improper requests from customers), and (D) representing the firm's interests (e.g., using firm property,
accuracy of records, responding to regulatory inquiries). The assessment may also indicate that ethical
conduct is especially challenging in an organization due to such influences as peer pressure, lack of
information, rationalizations (e.g., believing that one can hold the line after making only one exception, or that
one's supervisor would never make an improper request), or “bottom line” pressures.

The ethics curriculum should include ethical situations (cases), approaches to resolving such dilemmas and
strategies and resources for dealing with organizational influences (e.g., focusing on long-term success
instead of shortterm expediency, using confidential help lines). Rather than providing ethical content in
isolation, firms should have employees apply ethical principles to realistic fact patterns, hear stories of
people who have made the wrong ethical decision and those who have had the courage to make the right
choice, and consider the consequences of ethical decisions for customers, employees, the firm, and the
industry (especially with regard to investor confidence and integrity of the firm). Firms should bear in mind that
experience often varies dramatically among employees of the same firm, or between supervisors and staff,
and that the training needs may differ across the firm.

There are a variety of methods to deliver stimulating ethics training, including provision of instruction in
person (utilizing outside experts, train-the-trainer methodologies, or in-house personnel), and electronic
means. Group interaction is particularly useful in ethics training. Instead of merely providing reading material
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or lectures, firms should engage employees by providing an opportunity (whether online, in small discussion
groups or both) by which employees can express their views and hear the views of their colleagues.

Fee-Based Compensation

Fee-based compensation programs typically charge a customer a fixed fee or percentage of assets under
management in lieu of transaction-based commissions. Broker-dealers are reminded that they must have
reasonable grounds for believing that a fee-based program is appropriate for a particular customer, taking
into account the services provided, cost, and customer preferences. It is generally inconsistent with just and
equitable principles of trade—and therefore a violation of SRO Rules—to place a customer in an account with
a fee structure that reasonably can be expected to result in a greater cost than an alternative account offered
by the member that provides the same services and benefits to the customer. See NASD Notice to Members
03-68: NASD Reminds Members That Fee-Based Compensation Programs Must Be Appropriate (November
2003), and related Questions and Answers on NASD's Web site. See also proposed NYSE Rule 405A, SR-
NYSE-2004-13.

Floor Communications

Members and member organizations of the NYSE are required to adhere to various requirements when
conducting a public business from the NYSE trading floor. Such requirements include supervision,
registration, employment, financial, operations, sales practices, and record retention. See NYSE Information
Memos 03-54: Reminder Regarding Requirements for Conducting a Public Business on the Trading Floor;
Floor Communications, November 25, 2003, and 01-41: Requirements for Conducting a Public Business on
the Trading Floor; Floor Communications, November 21, 2001.

Hedge Funds

Hedge funds pool investors' money and invest those funds in financial instruments in an effort to make a
positive return. Many hedge funds seek to profit in all kinds of markets by pursuing leveraging and other
speculative investment practices that may increase the risk of investment loss. Hedge funds are not currently
registered with the SEC.

The SEC has proposed for comment a new rule and rule amendments under the Investment Advisers Act
of 1940 (Advisers Act). The proposed new rule and amendments would require advisers to certain hedge
funds to register with the SEC under the Advisers Act. The rule and rule amendments are designed to provide
the protections afforded by the Advisers Act to investors in hedge funds and to enhance the SEC's ability
to protect the securities markets. See SEC Release No. IA-2266, Registration Under the Advisers Act of
Certain Hedge Fund Advisers, July 20, 2004; and SEC Investor Tips: Hedging Your Bets. See also the SEC's
Hedge Fund Web site at www.sec.gov/spotlight/hedgefunds.htm and NASD Notice to Members 03-07: NASD
Reminds Members of Obligations When Selling Hedge Funds (February 2003).

Internal Controls

On June 17, 2004, the SEC approved amendments to NYSE Rules 342, 401, 408, and 410 to strengthen the
supervisory procedures and internal controls of members and member organizations. To allow sufficient time
for adoption and establishment of necessary systems changes, an effective date of December 17, 2004 has
been set for compliance with the amendments. However, good business practice suggests compliance as
soon as possible.

The amendments prescribe general standards with respect to internal controls, including the regulatory
systems and procedures and their purpose regarding supervision and control, business conduct, discretionary
accounts, and records of orders. See NYSE Information Memo 04-38, Amendments to Rules 342, 401, 408
and 410 Relating to Supervision and Internal Controls, July 26, 2004. Effective date December 17, 2004. See
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also NYSE Disciplinary Actions 04-128, dated August 2, 2004, and 02-227, 02-226, 02-225, 02-224, 02-223,
all dated November 15, 2002, regarding e-mail retention.

On June 17, 2004, the SEC approved rule changes (Supervisory Control Amendments) by NASD that
both create and amend certain rules and interpretive materials to address a member's supervisory and
supervisory control procedures. On September 30, 2004, the SEC granted accelerated approval to proposed
rule changes to the Supervisory Control Amendments to conform certain parts of the new rule requirements
to the NYSE's recently approved internal control amendments. See NASD Notice to Members 04-71: SEC
Approves New Rules and Rule Amendments Concerning Supervision and Supervisory Controls; Effective
date January 31, 2005 (October 2004).

The SEC has also adopted new rules under the Investment Company Act of 1940, and the Advisers Act, that
require each investment company and investment adviser registered with the SEC to adopt and implement
written policies and procedures reasonably designed to prevent violation of the federal securities laws. Firms
must review these policies and procedures annually for their adequacy and designate a chief compliance
officer to be responsible for administering the policies and procedures. In the case of an investment company,
the chief compliance officer reports directly to the fund board. These rules are designed to protect investors
by ensuring that all funds and advisers have internal programs to enhance compliance with the federal
securities laws. See SEC Release No. IA-2204, Compliance Programs of Investment Companies and
Investment Advisers, December 17, 2003. Effective Date: February 5, 2004.

Margin

The SEC approved revisions to NYSE Rule 431 and NASD Rule 2520. These amendments provide for
margin requirements on non-equity securities commensurate with the economic risks associated with
positions in such securities held by customers. The reduced margin requirements recognize both the
quality of the securities and the creditworthiness of the customer and therefore preserve reasonable safety
and soundness standards. The types of non-equity securities eligible for exempt account treatment have
been expanded. See NYSE Information Memos 03-42, Amendments to Rule 431 (“Margin Requirements”)
Regarding “Good Faith” Securities, September 29, 2003, and 03-46, Correction to Information Memo No.
03-42, October 10, 2003. See also NASD Notice to Members 03-66: Amendments to NASD Rules Regarding
Margin Requirements (October 2003).

Municipal Securities

Consultants

MSRB Rule G-38 defines a consultant as any person used by a dealer to obtain or retain municipal securities
business through direct or indirect communication by such person with an issuer on the dealer's behalf where
the communication is undertaken by such person in exchange for, or with the understanding of, receiving
payment from the dealer or any other person. Dealers must disclose to issuers certain information about their
consultants and report certain information about their consultants to the MSRB on Form G-37/ G-38, including
certain of their consultants' political contributions to issuer officials and payments to state and local political
parties.

See MSRB Rule G-38 in the MSRB Rule Book and online at www.msrb.org.

Municipal Fund Securities

Municipal fund securities, including 529 college savings plans, are municipal securities regulated by the
MSRB. Municipal fund securities represent investments in pools of securities, such as securities issued
by registered investment companies. Therefore, certain sales materials for municipal fund securities must
comply with the advertising rules of the SEC and NASD, including NASD Rule 2210. Principals supervising
the sale of municipal fund securities must be appropriately qualified and hold either a Series 51 (Municipal
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Fund Securities Limited Principal) or Series 53 (Municipal Securities Principal) license. For more information,
see the section on Municipal Fund Securities on the MSRB Web site at www.msrb.org/msrb1/mfs/default.asp.
See also NASD Notice to Members 03-17: Sales Material for Municipal Fund Securities (March 2003);
and NASD Issues Investor Alert on 529 College Savings Plans, September 13, 2004 at www.nasdr.com/
news/pr2004/release_04_059.html, a news release regarding expenses and tax incentives associated with
investments in 529 college savings plans.

Political Contributions and Prohibitions on Municipal Securities Business

Dealers are prohibited from engaging in municipal securities business with a municipal securities issuer
within two years after any contribution to an official of such issuer made by the dealer, any municipal finance
professional (MFP), or any political action committee (PAC) controlled by the dealer or any of its MFPs. A
dealer that has triggered the ban and desires to do municipal securities business with the issuer must obtain
an exemption from the appropriate regulatory agency, or, in certain limited circumstances, use an automatic
exemption. MSRB Rule G-37 describes the relevant factors to be considered by the appropriate regulatory
agency in determining whether to grant an exemption.

The MSRB published a notice indicating its concern with increasing signs that individuals subject to Rule
G-37 may be using indirect political contributions in an attempt to get around the rule. This would be
accomplished through: (1) payments to political parties or non-dealer controlled PACs that find their way to
issuer officials, (2) significant political contributions by dealer affiliates to both issuer officials and political
parties, (3) contributions by associated persons of the dealer who are not MFPs, (4) contributions by the
spouses and family members of MFPs to issuer officials, and (5) the use of consultants who make or bundle
political contributions. The MSRB reminded dealers that Rule G-37, as currently in effect, covers indirect as
well as direct contributions to issuer officials, and the MSRB alerted dealers that it has expressed its concern
to the entities that enforce the MSRB's rules that some of the increased political giving may indicate a rise in
Rule G-37 violations from “indirect” contributions. See Notice Concerning Indirect Rule Violations: Rules G-37
and G-38 (August 6, 2003), MSRB Rule Book.

Municipal Securities Transaction Reporting

Broker-dealers have an obligation to report their municipal securities transactions to the MSRB accurately
and on time. Transaction information is made available to the public, and to regulators for market surveillance
and enforcement activities.

Firms may need to adapt their procedures and systems for processing municipal securities transactions in
order to report their trades in real time by January 2005. The MSRB has filed a proposed rule change with
the SEC regarding Rule G-14 on transaction reporting, Rule G-12(f) on automated comparison of interdealer
transactions, and the implementation of a system for real-time transaction reporting and price dissemination
(the Real-Time Transaction Reporting System or RTRS). The proposed changes would require broker-
dealers to report nearly all transactions in municipal securities within 15 minutes of the time of trade execution
instead of by midnight on trade date, as is currently required. Broker-dealers would also be required to submit
inter-dealer transactions to the central comparison system within the same time frame. The proposed rule
change is planned to become effective in January 2005, at which time the MSRB would begin to disseminate
transaction data electronically in real-time immediately after receipt.

Adapting to real-time reporting will require that a firm's traders provide several more data items for transaction
processing than what currently is provided. An example of a new data item is the firm's capacity in an inter-
dealer trade, whether as principal or as agent for a customer. All information must be provided accurately and
within a short time frame. The MSRB will publish a user manual for real-time trade reporting in the second
half of 2004 to assist in identifying necessary changes and to aid in staff training.

See the Transaction Reporting System section of the MSRB Web site, www.msrb.org. In particular, see
MSRB Notice 2004-13, Notice of Filing of Proposed Rule Change to Rules G-14 and G-12(f) (June 1, 2004);
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MSRB Notice 2004-20, Summary of Certification Test Plan (June 24, 2004); MSRB Notice 2004- 21, MSRB
Will Make Form RTRS Available On-Line (June 24, 2004); and MSRB Notice 2004-29, Approval by the SEC
of Real-Time Transaction Reporting and Price Dissemination (September 2, 2004).

Dealer Pricing Responsibilities

The MSRB published a notice reviewing the fair pricing requirements of MSRB Rules G-18 and G-30,
including a review of the responsibility of broker's brokers to use a “reasonable effort” to find a price that
is fair and reasonable in light of the prevailing market. The MSRB notice reviews the Rule G-18 and G-30
application in light of the MSRB's review of certain transaction patterns that have appeared in the MSRB's
Transaction Reporting System. The patterns, which show abnormally large price variance in a relatively small
number of issues each day, suggest that brokers, dealers, and municipal securities dealers may not always
be making the requisite efforts to ensure that transaction prices are reasonably related to market value. See
MSRB Notice 2004-3, Review of Dealer Pricing Responsibilities (January 26, 2004)

Mutual Funds

The following types of mutual fund transactions are under increased scrutiny from regulators.

Breakpoint Discounts

Breakpoint discounts are volume discounts applicable to front-end sales charges on Class A mutual fund
shares (front-end loads). The SEC and SROs determined that many investors were not receiving correct
breakpoint discounts on their mutual fund purchases. It was estimated that at least $86 million was owed to
investors for 2001 and 2002 alone. Firms must disclose applicable breakpoint discount information to their
customers and must have procedures reasonably designed to ascertain information necessary to determine
the availability and appropriate level of breakpoints. Failure to provide customers with appropriate breakpoint
discounts is conduct in violation of Section 17(a)(2) of the Securities Act of 1933, NASD Rule 2110 and NYSE
Rule 401. See NASD's Mutual Fund Breakpoints Web page at www.nasdr.com/breakpoints_members.asp;
NASD Investor Alert Net Asset Value Transfers: Look Before You Leap Into Another Mutual Fund, February
26, 2004; NASD's Mutual Fund Sales Practices Web page at www.nasdr.com/mutual_funds.asp; and the
SEC's Breakpoints Web site at www.sec.gov/spotlight/breakpoints.htm.

The Joint NASD/Industry Breakpoint Task Force developed recommendations to facilitate the complete
and accurate delivery of breakpoint discounts in the future. The Task Force Report, which is available at
www.nasdr.com/breakpoints_report.asp, made recommendations that will impact virtually every level of
the mutual fund distribution chain. See also www.nasdr.com/breakpoints_members. asp (which reports the
implementation status of Task Force recommendations).

Late Trading Transactions

Late trading is the practice of placing mutual fund orders received after the time at which point the fund
calculates its daily net asset value (NAV)—usually 4 p.m. ET—at the previous day's NAV price. Late trading
also includes the afterclose cancellations of orders that were placed prior to the time a fund calculates the
NAV. Firms that permit late trading provide customers with an unfair information advantage, allowing them to
trade based on news that breaks after the close of the market. NASD Rules 2110 and 2120 and SEC rules
prohibit late trading.

There are situations where firms legitimately receive orders prior to the close of trading, but enter such
orders after the market's close. Firms should take great care to ensure that these trades are executed at
the appropriate price. Firms must have in place policies and procedures that are reasonably designed to
detect and prevent the occurrence of late trading. See NASD Notice to Members 03-50: NASD Reminds
Member Firms of their Obligations Regarding Mutual Fund Transactions and Directs Review of Policies and
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Procedures (September 2003). See also the following NASD news release: NASD Fines Five Firms $625,000
For Supervisory System Failures Relating to Late Trading of Mutual Funds (June 24, 2004).

Market Timing Transactions

Market timing is the rapid buying and selling of mutual funds (funds). In some cases, market timers pace
their orders to profit from short-term inaccuracies in the NAV of the fund. Many funds have implemented
procedures to counteract the efforts of market timers, and have represented in their prospectuses that they
are utilizing these procedures to prevent market timing of the fund.

When a fund has made these representations, a member firm and its associated persons may not knowingly
or recklessly act in conjunction with the fund, or its affiliated persons, to facilitate a market timing transaction.
In addition, member firms must have in place policies and procedures that are reasonably designed to
prevent this collusion with funds and their affiliated persons to circumvent the funds' stated procedures.
See NASD Notice to Members 03-50: NASD Reminds Member Firms of their Obligations Regarding Mutual
Fund Transactions and Directs Review of Policies and Procedures (September 2003). See also the following
NASD news release: NASD Fines State Street Research Investment Services $1 Million For Market Timing
Supervision Violations; Firm Ordered to Pay More than $500,000 in Restitution (February 19, 2004).

New and Secondary Offerings

The SEC has approved a number of new NASD rules and amendments to remedy inequities in public
offerings.

Restrictions on the sale of new issues

Rule 2790 generally prohibits a member from selling a “new issue” to any account in which a “restricted
person” has a beneficial interest. The term “restricted person” includes most associated persons of a
member, most owners and affiliates of a broker-dealer, and certain other classes of persons. The rule
requires that a member, before selling a new issue to any account, meet certain “preconditions for sale.”
These generally require the member to obtain a representation from the beneficial owner of the account that
the account is eligible to purchase new issues in accordance with the rule. See NASD Notice to Members
03-79: SEC Approves New Rule 2790 (Restrictions on the Purchase and Sale of IPOs of Equity Securities);
Replaces Free-Riding and Withholding Interpretation (December 2003).

Restrictions on Underwriting Compensation

On December 23, 2003, the SEC approved amendments to Rule 2710 (Corporate Financing Rule). The
Corporate Financing Rule regulates underwriting compensation and prohibits unfair arrangements in
connection with the public offerings of securities. The rule requires members to file information about initial
public offerings and certain secondary offerings with NASD. The NASD Corporate Financing Department
reviews this information prior to commencement of the offering to determine whether the underwriting
compensation and other terms and arrangements meet the requirements of applicable NASD rules. As
amended, Rule 2710(c)(3)(A) sets forth a non-exclusive list of specific types of “items of value” that will be
included for purposes of determining the amount of underwriting compensation received or to be received.
Rule 2710(c)(3)(B), in turn, provides a list of items that will not be considered “items of value” for purposes
of the rule. See NASD Notice to Members 04-13: SEC Approves Amendments to Rule 2710 (Corporate
Financing Rule) and Rule 2720 (Distribution of Securities of Members and Affiliates- Conflicts of Interest)
(February 2004).

NASD Rule 2810 (Direct Participation Programs), among other things, establishes limits on the level of
underwriting compensation for public offerings of direct participation programs. In a change of policy, NASD
staff will consider all trail commissions paid in connection with commodity pool direct participation programs
in calculating whether the level of underwriting compensation meets the requirements of Rule 2810. See
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NASD Notice to Members 04-50: Treatment of Commodity Pool Trail Commissions under Rule 2810 (Direct
Participation Programs Rule) (July 2004).

Registered Representative Regulations

Lending Restrictions

On August 29, 2003, the SEC approved the adoption of NASD Rule 2370, prohibiting registered persons
from borrowing money from, or lending money to, a customer unless: (1) the member has written procedures
allowing such lending arrangements consistent with the rule; (2) the loan falls within one of five prescribed
permissible types of lending arrangements set forth in the rule; and (3) the member pre-approves the loan
in writing. On February 18, 2004, the SEC approved amendments to NASD Rule 2370 exempting from the
rule's notice and approval requirements lending arrangements involving a registered person and a customer
that is: (1) a member of his or her immediate family (as defined in the rule); or (2) a financial institution
regularly engaged in the business of providing credit, financing, or loans (or other entity or person that
regularly arranges or extends credit in the ordinary course of business), provided the loan has been made
on commercial terms that the customer generally makes available to members of the general public similarly
situated as to need, purpose, and creditworthiness. The amendments to Rule 2370 also limit the scope of
the rule to lending arrangements between registered persons and their customers, rather than any customer
of the firm. See NASD Notice to Members 04-14: SEC Approves Amendments to Rule Governing Lending
Between Registered Persons and Customers (March 2004). See also proposed amendment to NYSE Rule
350 (SR-NYSE-2004-47).

Reporting and Disclosure Requirements

On June 14, 2004, the SEC approved amendments to NASD Rule 6230(a) of the Trade Reporting and
Compliance Engine (TRACE) Rules (the Rule 6200 Series), reducing the period for reporting a transaction
to NASD. In the first stage, which began on October 1, 2004, the period to report a transaction in a
TRACEeligible security was reduced from 45 minutes to 30 minutes. In the second stage, set to begin July
1, 2005, the reporting period will be reduced to 15 minutes. See NASD Notice to Members 04-51: SEC
Approves Amendments to TRACE Rule 6230 to Reduce the Reporting Period to 30 Minutes on October 1,
2004, and to 15 Minutes on July 1, 2005 (July 2004).

On September 3, 2004, the SEC approved amendments to NASD Rules 6210, 6250, and 6260 of the TRACE
Rules. The most significant amendments, which are set forth in NASD Rule 6250, effect a fundamental
change in the corporate bond markets by requiring that information on all transactions in TRACEeligible
securities de disseminated, except those transactions in TRACE-eligible securities that are issued pursuant
to Section 4(2) of the Securities Act of 1933 (Securities Act) and purchased or sold pursuant to Rule 144A
under the Securities Act. See NASD Notice to Members 04-65: SEC Approves Amendments to TRACE Rules
to Disseminate Transaction Information on All TRACE-Eligible Securities, Modify and Supplement Defined
Terms, and Enhance Notification Requirements (September 2004).

Research Analyst

New Qualification Requirements for Research Analysts

Effective March 30, 2004, the SEC approved amendments to NASD and NYSE rules to implement the
research analyst registration requirements and examination program. Any associated person who functions
as a research analyst must pass the new Research Analyst Qualification Examination (Series 86/87) or
qualify for an exemption or waiver. There is no grandfathering provision for this new qualification requirement.
Research analysts will be subject to Regulatory Element and Firm Element training. Firm Element training
for research analysts and their immediate supervisors will be required to include ethics, professional
responsibility, and the requirements of the new research analyst rules. See NASD Notice to Members 04-25:
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SEC Approves New NASD Research Analyst Qualification and Examination Requirements (Series 86/87)
(March 2004). See also NYSE Information Memos 04-16, Research Analyst Qualification Examination
(“Series 86/87”) and Registration Requirements, March 31, 2004; 04-05, Study Outline for Research Analyst
Qualification Examination (“Series 86/87”), February 3, 2004; and 03-61, Rule 344 - Research Analyst
Qualification Examination Requirement (“Series 86/87”), December 31, 2003.

Conflicts of Interest

In March of 2004, NASD and the NYSE issued a joint memorandum providing interpretation of rules
governing research analysts and research reports. The memorandum defines the terms “research report”
and “public appearance,” and clarifies required research analyst disclosures, trading restrictions, and the
applicability of the “significant news or event” exception to blackout period publishing restrictions. The
memorandum is available in NASD Notice to Members 04-18: NASD and NYSE Provide Further Guidance
on Rules Governing Research Analysts' Conflicts of Interest (March 2004). See also NYSE Information
Memos 04-11, April 1st Reporting Requirement - Attestations - Rules 351 and 472, March 9, 2004; 04-10,
Amendments to Disclosure and Reporting Requirements, March 9, 2004; 04-03, Extension of Effective Dates
for Certain Provisions of Rule 472 (“Communications with the Public”) and Rule 344 (“Research Analysts and
Supervisory Analysts”), January 20, 2004; and 03-36, Rule 472 - Amendments to Disclosure and Reporting
Requirements, August 25, 2003.

Short Sales

On July 28, 2004, the SEC adopted new Regulation SHO, under the Securities Exchange Act of 1934.
Regulation SHO will provide a new regulatory framework governing short selling of securities. Among other
things, Regulation SHO:

1. Requires broker-dealers to mark sales in all equity securities “long,” “short,” or “short
exempt”;
2. Includes a rule that suspends temporarily the operation of the current “tick” test and
any short sale price test of any exchange or national securities association, for specified
securities;
3. Requires short sellers in all equity securities to locate securities to borrow before selling;
4. Imposes additional delivery requirements on broker-dealers for securities in which a
substantial number of failures to deliver have occurred.

Within Regulation SHO, the SEC is also: (1) adopting an amendment that removes the shelf offering
exception in Rule 105 of Regulation M; (2) issuing interpretive guidance addressing sham transactions
designed to evade Regulation M; (3) deferring consideration of the proposal to replace the current “tick” test
with a new uniform bid test restricting short sales to a price above the consolidated best bid; and (4) deferring
consideration of the proposed exceptions to the uniform bid test.

The SEC is deferring further action on the proposals mentioned in (3) and (4) of the preceding paragraph until
after the completion of the pilot program established by Regulation SHO. There is no set end date for the pilot
program, which will need a separate SEC order to be terminated, and will last “only as long as [is] absolutely
necessary to allow the [SEC] to gather sufficient data.”

See SEC Release No. 34-50103, Short Sales, July 28, 2004. See also the SEC's Short Sale Web site at
www.sec.gov/spotlight/shortsales.htm. The effective and compliance dates for Regulation SHO vary. For
example, certain interpretive material under Regulation M went into effect on August 6, 2004. Rule 105 of
Regulation M became effective on September 7, 2004. The compliance date for the suspension of the tick
test and locate and delivery requirements is January 3, 2005.

Industry rules require that no member or associated person shall effect a short sale order for any customer
in any security unless the member or associated person makes an affirmative determination that the member
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will receive delivery of the security from the customer, or that the member can borrow the security on behalf
of the customer by the settlement date. The SEC has approved amendments to Rule 3370 that expand the
scope of the affirmative determination requirement to include orders received from non-member broker-
dealers. See NASD Notice to Members 04-03: SEC Approves NASD Rule Proposal Requiring Members to
Make Affirmative Determinations for Short Sale Orders Received from Non-Member Broker-Dealers (January
2004). See also NASD Notice to Members 04-08: Effective Date of Amendments to NASD Rule 3370
(Affirmative Determination Requirements) Extended to April 11, 2004 (February 2004), and NASD Notice
to Members 04-21: NASD Provides Further Guidance on Amendments to NASD Rule 3370—Affirmative
Determination Requirements (March 2004). See also NYSE Rules 440B, Short Sales and 440C, Deliveries
Against Short Sales, and NYSE Information Memo 04-39, Expiration of Short Exemption (Exchange Rule
440B/ SEC Rule 10a-1), August 2, 2004.

NASD clarified that under Rule 6130, a “short sale” or “short sale exempt” indicator is required in all short-
sale transactions reported to the Automated Confirmation Transaction Service (ACT), including transactions
in: (1) NASDAQ National Market securities; (2) NASDAQ SmallCap securities; (3) over-the-counter (OTC)
transactions in exchange listed securities; (4) OTC Bulletin Board; and (5) OTC equity securities. See NASD
Notice to Members 04-40: NASD Clarifies ACT Short Sale Reporting Requirements (May 2004).

Unit Investment Trusts

Unit Investment Trusts (UITs) are investment companies that offer redeemable shares, each of which
represents an undivided interest in a unit of specified securities. Most UITs terminate on a specified date.
In addition, many UITs offer sales charge discounts based on the amount invested. Accordingly, firms have
the same duty to understand, inform customers about, and correctly apply price breaks in the sale of UITs
that they have with regard to breakpoint discounts in the sale of Class A mutual fund shares. They should
develop and implement the same type of procedures for ensuring the proper application of such discounts
in connection with the sale of mutual funds. See NASD Notice to Members 04-26: NASD Reminds Members
of Their Duty to Ensure Proper Application of Discounts in Sales Charges to Sales of Unit Investment Trusts
(UITs) (March 2004).

To Obtain More Information

For more information about publications, contact the SROs at these addresses:

Self-Regulatory Organization Address and Phone Number Online Address
 

American Stock Exchange American Stock Exchange
Marketing Department 86 Trinity
Place New York, NY 10006
(800)THE-AMEX

www.amex.com
www.amextrader.com

 

Chicago Board Options
Exchange

Chicago Board Options
Exchange 400 S. LaSalle
Street Chicago, IL 60605
(877) 843-2263 E-mail:
help@cboe.com

www.cboe.com

 

Municipal Securities
Rulemaking Board

MSRB Publications Department
1900 Duke Street, Suite 600
Alexandria, VA 22314 (703)
797-6600

www.msrb.org

 

NASD NASD MediaSource P.O.
Box 9403 Gaithersburg, MD
20898-9403 (240) 386-4200

www.nasd.com

 

New York Stock Exchange New York Stock Exchange
Publications Department 11
Wall Street, 18th Floor New

www.nyse.com
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York, NY 10005 (212) 656-5273
or (212) 656-2089

 

Philadelphia Stock Exchange Philadelphia Stock Exchange
Marketing Department 1900
Market Street Philadelphia, PA
19103 (800) THE PHLX or (215)
496-5158

www.phlx.com

 

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

666

http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 04-56

Click to open document in a browser

October 29, 2004

  
New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005
 Member Firm Regulation

ATTENTION: CHIEF EXECUTIVE OFFICER, OPERATIONS OFFICER, INTERNAL AUDIT, LEGAL
AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: RULE 351(d) - BRANCH OFFICE INTEGRATION PROJECT

Introduction

NYSE Rule 351(d) requires all members and member organizations (the “Membership” or “Member Firms”)
that conduct a public business to provide to the Exchange quarterly reports containing statistical information
on customer complaints. These reports must be submitted via the NYSE Electronic Filing Platform (EFP)
Complaints System by the 15 th calendar day of the month following the quarter's end (e.g., by April 15 th for
the first quarter).

The Exchange has undertaken the Branch Office Integration project to ensure that the branch office codes
selected by Member Firms in the Exchange's EFP Branch Office System (EFP BOS) are consistent with
the codes used in their quarterly Rule 351(d) complaint filings, and that complaints are accurately recorded
against the appropriate branch offices. As part of the project, certain changes in the Membership's methods
of filing quarterly complaint statistic reports, as well as new 351(d) file layouts, will be effective as of the first
quarter 2005 filing (due April 15, 2005). These changes and layouts are detailed in Exhibit A.

The following are procedures and guidelines related to the reporting of complaint statistics:

1. Amendments to Quarterly Complaint Statistic Report Filings

Regardless of the filing method used, all Member Firms must submit any amendments to their 351(d) filings
via the EFP. Amendments must be entered individually, in a procedure similar to that of the EFP Record-
by-Record filers (with “open” and “closed” buttons, the dropdown list of branch office information, the “other”
branch office code, etc.), as described in Exhibit A. The Membership must submit amendments for any
incorrectly reported branch office codes.

2. Re-use of Branch Office Codes

To ensure the integrity of branch office location data, the Membership may not reassign a previously closed
branch office's location code to a new branch office (at a different address) until three-years after the closing
of the branch office.

3. Determining Branch Office Codes in Complaint Reporting
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For reporting purposes, customer complaints must be assigned to the branch office where the activity cited in
the complaint occurred.

The following guidelines should be used in determining branch office codes for complaints involving small
branch offices and floating registered representatives:

a. Small Branch Offices

For offices with no required onsite Branch Office Manager, the Membership may choose
whether to report complaints against that office or against the parent/supervisory office.
However, each Member Firm must consistently use the same method of filing.
b. Floating Registered Representatives

Complaints against “floating” registered representatives who do not spend the majority of
their time at any one branch office location must be reported against the representatives'
parent/supervisory branch office.
c. Clearing for Non-Member Organizations

Complaints against Member Firms clearing for NYSE non-member organizations should be

reported against the clearing Member Firm's main office branch code in EFP BOS. 1 

4. Consistency

a. Branch office codes for complaint filings must exactly match the EFP BOS branch
office codes. Inputting unnecessary dashes or spaces will result in errors.
b. The EFP BOS branch code selected by each Member Firm should be used for all
NYSE correspondence requiring branch office codes (e.g. RE-3 filings).

For information regarding technical issues of the EFP applications, please contact the SIAC PC Service
Center at (212) 383-2062. Any questions or requests for clarification regarding this Information Memo should
be directed to Evelyn Kriegel, Director, at (212) 656-6444.

___________________________

Grace B. Vogel

Executive Vice President

Member Firm Regulation

Attachments

Exhibit A

Changes in Methods of Filing Quarterly Complaint Statistic Reports (As of the First Quarter
2005 Filing)

One of the required fields for all 351(d) complaints is the branch office code, a unique combination of one
to fifteen alpha and/or numeric characters. Member Firms initially select these branch office codes when
submitting branch office applications via the EFP BOS.

Member Firms currently submit their quarterly complaint statistic filings through one of three methods: EFP
“record by record” filing, EFP “import” filing, or entering data via DataTrak from the organization's mainframe

to the NYSE mainframe (CPU 1   to CPU). Each method of filing will be slightly changed.

The revised procedures for each method are described below. Unless otherwise indicated, all of these
procedures are new:
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a. EFP Record-by-Record Filers

Complaints are entered through the EFP Complaints System, which has a dropdown list of all the
(open and closed) branch office codes that currently appear on the EFP BOS system (as noted above,

these codes are initially selected via EFP BOS). 2   The data input screen has an “open” and “closed”
designation for each branch office, with “open” as the default.

When “open” is selected, a dropdown list containing the branch office number, city, and state for all
branch office locations having an approved and open status in EFP BOS is offered.

When “closed” is selected, a dropdown list containing all closed branch offices housed in EFP BOS is
offered. The list includes “other,” to be used for branch office locations closed prior to December 2002.
When “other” is selected, an additional branch office entry field must be populated with the branch
office code for the location of the complaint. If the code entered is on the list of closed branch offices,
a message appears indicating that the code already exists, and the user must either select that code
from the dropdown list or correct the entered code. When a valid new closed branch office code is
entered, it is added to the dropdown list for future filings.

b. EFP Import Filers

The entire complaint file is processed at once, and any errors are displayed to the Member Firm for
correction prior to submission. [This has not changed.] An additional field appears in the transmittal
format to indicate whether branch offices are open (“O”) or closed (“C”).

If “O” is selected, the branch office code entered must match an open branch office in the EFP BOS. If
there is no match, it will be considered an error.

When “C” is selected and the branch office code is on the EFP BOS list of closed branch offices, the
complaint will be accepted. Otherwise, it will be marked for “clarification.” The organization can view a
list of its complaint files marked with errors and/or clarifications, review any of those files, and accept
or modify them. As time passes and branch offices codes are added, the need for this “clarification”
function will be greatly diminished.

c. CPU to CPU Filers

The entire complaint file is transmitted at once, and errors are not detected until they reach the
Exchange's internal Complaints Management System (CMS) the following day. When an error is
detected, the entire complaint filing is rejected, and the Member Firm must correct the error before re-
transmission. [This has not changed.]

An additional field has been added to indicate open (“O”) or closed (“C”) branch office locations. If “O”
is selected, the branch office code entered must match an open branch office in the EFP BOS. If there
is no match, it will be considered an error.

If “C” is entered and the branch code is not on the EFP BOS list of closed branch offices, a record is
created for that code, and it is added to the list of closed branch offices for comparison purposes. The
Exchange will run reports of these closed branch offices, and will follow up with the Membership if
further explanation is necessary.

351(d) File Layout for EFP Import and CPU Filers (As of the First Quarter 2005 Filing)

The only change in the file layouts, which are listed below, is the “Open/Closed Indicator.”

Field: Position:
Organization Number 1 - 5
Branch office 6 - 20
Filing Quarter 21- 24
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SSN 25 - 33
Product Code 34 - 35
Problem Code 36 - 37
CRD Number 38 - 47
Complaint Reference ID 48 - 62
Open/Closed Indicator (O or C) 63

Date Submitted *  64 - 69

Time Stamp *  70- 75

*  Please note that the Date and Time Stamp fields are optional.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Such complaints are usually operational in nature.
1  Central Processing Unit.
2  Because the data conversion took place in December 2002, EFP BOS only has “closed” branch office

information from January 2003 forward.
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October 29, 2004

  
New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005
 Member Firm Regulation

ATTENTION: COMPLIANCE, LEGAL, REGISTRATION AND TRAINING DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO RULE 345A THAT RESCIND ALL EXEMPTIONS FROM
PARTICIPATION IN CONTINUING EDUCATION REGULATORY ELEMENT PROGRAMS

Summary

Exchange Rule 345A (the “Rule”) provides, in part, that no member or member organization shall permit any
registered person to continue to, and no registered person shall continue to, perform duties as a registered

person unless such person has complied with the Regulatory Element 1   continuing education requirements
of the Rule. The Regulatory Element generally requires registered persons to complete a standardized
compliance-based program at prescribed intervals; however, certain registered persons have been exempted
from this requirement.

On September 16, 2004, the Securities and Exchange Commission (the “Commission”) approved
amendments to Exchange Rule 345A that rescind all exemptions from required participation in

Regulatory Element programs. 2   As discussed in greater detail below, the amendments are expected
to become effective on April 4, 2005.

Background

The Regulatory Element requires each subject registered person to complete a standardized, computer-
based, interactive continuing education program within 120 days of their second registration anniversary
date and every three years thereafter, or as otherwise prescribed by the Exchange. The purpose of this
requirement is to help ensure that registered persons are kept up-to-date on regulatory, compliance, and
sales practicerelated industry rules and issues. There are three Regulatory Element programs: The S201
Supervisor Program, the S106 Series 6 Program, and the S101 General Program for Series 7 and all other
registrations. Persons who fail to complete the Regulatory Element within the prescribed time frame are
deemed inactive and may not perform, nor receive compensation for, functions requiring registration.

“Grandfathered” Exemptions

The Rule has, heretofore, exempted from Regulatory Element requirements persons who were continuously

registered without a disciplinary action 3   for more than ten years as of the Rule's effective date (July 1,
1995).
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“Graduated” Exemptions

The Rule initially required that registered persons complete a Regulatory Element program on their second,
fifth, and tenth registration anniversary dates. Once the tenth anniversary program requirement was satisfied,
the registered person became exempt from Regulatory Element requirements going forward (absent a
disciplinary action). For instance, since the Rule became effective in July 1995, a person who became
registered in August 1985 could “graduate” from future Regulatory Element obligations by completing a single
program in August 1995 to satisfy their tenth anniversary requirement.

Amendments to Rule 345A discontinued this “graduation” exemption in July 1998, 4   but registered persons
who were “graduated” prior to these amendments have, heretofore, been exempt from Regulatory Element
requirements.

The Amendments

Given the rapidly changing nature of the securities industry and the importance of regulation, the Securities

Industry/Regulatory Council on Continuing Education (the “Council”) 5   feels that it is more important than
ever that all registered persons are familiar with a Regulatory Element curriculum that will include significant
new Exchange and industry rules, new products and services offered by firms, and other important current
aspects of regulatory emphasis. In response, the Exchange has filed, and the Commission has approved,
amendments to Rule 345A that rescind all exemptions from required participation in Regulatory Element
programs granted to date.

In addition, as part of its ongoing commitment to communicate and reinforce the importance of compliance
with just and equitable principles of trade, the Exchange, in conjunction with the Council, has developed
a Regulatory Element module that focuses specifically on ethics. Although Regulatory Element programs
have consistently included ethical considerations in a variety of business scenarios, we determined that the
importance of ethical conduct should be more prominently featured and more emphatically stressed to all
registered industry persons. The ethics module will be incorporated into all existing programs in early 2005.

Effective Date and Schedule Requirements

As noted above, Rule 345A requires registered persons to complete their Regulatory Element requirement
within 120 days of the second anniversary of their initial registration or “base” date, and every three years
thereafter. Beginning April 4, 2005 (the anticipated effective date of the amendments), registered persons
who had been eligible for “grandfathered” or “graduated” exemptions will be required to participate in
Regulatory Element programs as prescribed by this schedule.

The anticipated effective date of April 4, 2005 has been established to allow for necessary changes to the
Web Central Registration Depository system (“Web CRD”) related to the elimination of the exemptions.
If these changes to Web CRD are not completed on a timely basis, an adjusted effective date will be set
within 30 days from their completion. Should such an adjustment to the effective date be necessary, NYSE
members and member organizations will be advised accordingly via Information Memo.

Questions regarding this Information Memo may be directed to Stephen Kasprzak at (212) 656-5226 or to
your Finance Coordinator.

___________________________

Donald van Weezel

Vice President

Member Firm Regulation

Attachments
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Additions Underscored Deletions are [Bracketed]

Exhibit A

Rule 345A.

Continuing Education For Registered Persons

(a) Regulatory Element - No member or member organization shall permit any registered person to continue
to, and no registered person shall continue to, perform duties as a registered person, unless such person has
complied with the continuing education requirements of Section (a) of this Rule.

(1) Each registered person shall complete the Regulatory Element of the continuing education program on
the occurrence of their second registration anniversary date and every three years thereafter or as otherwise
prescribed by the Exchange. On each occasion, the Regulatory Element must be completed within one
hundred twenty days after the person's registration anniversary date. A person's initial registration date , also
known as the “base date,” shall establish the cycle of anniversary dates for purposes of this Rule. The content
of the Regulatory Element of the program shall be determined by the Exchange for each registration category
of persons subject to the rule.

[(1) Persons who have been continuously registered for more than ten years as of the effective date of this
Rule are exempt from the requirements of this rule relative to participation in the Regulatory Element of
the continuing education program, provided such persons have not been subject to any disciplinary action
within the last ten years as enumerated in subsection (a)(3)(i)-(ii) of this Rule. However, persons delegated
supervisory responsibility or authority pursuant to Rule 342 and registered in such supervisory capacity are
exempt from participation in the Regulatory Element under this provision only if they have been continuously
registered in a supervisory capacity for more than ten years as of the effective date of this rule and provided
that such supervisory person has not been subject to any disciplinary action under subsection (a)(3)(i)-(ii) of
this Rule.

In the event that a registered person who is exempt from participation in the Regulatory Element
subsequently becomes the subject of a disciplinary action as enumerated in subsection (a)(3)(i)-(ii), such
person shall be required to satisfy the requirements of the Regulatory Element as if the date the disciplinary
action becomes final is the person's initial registration anniversary date.]

(2) - No Change

(3) [ Re-entry into program] Disciplinary Actions —Unless otherwise determined by the Exchange, a
registered person will be required to [re-enter] re-take the Regulatory Element of the program and satisfy the
program's requirements in their entirety in the event such person:

(i) becomes subject to any statutory disqualification as defined in Section 3(a)(39) of the Securities Exchange
Act of 1934 (see also Rule 346(f));

(ii) becomes subject to suspension or to the imposition of a fine of $5,000 or more for violation of any
provision of any securities law or regulation, or any agreement with or rule or standard of conduct of any
securities governmental agency, securities self-regulatory organization, or as imposed by any such regulatory
or self-regulatory organization in connection with a disciplinary proceeding; or

(iii) is ordered pursuant to a disciplinary proceeding to [re-enter] re-take the Regulatory Element [continuing
education program] by any securities governmental agency or securities self-regulatory organization.

[Re-entry] A re-taking of the Regulatory Element shall commence with [initial] participation within one hundred
twenty days of the registered person becoming subject to the statutory disqualification, in the case of (i)
above, or the completion of the sanction or the disciplinary action becoming final, in the case of (ii) and (iii)
above. The date that the disciplinary action becomes final will be deemed the person's [initial registration
anniversary] new base date for purposes of this Rule.
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Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See NYSE Rule 345A(a).
2  See Release No.34-50404 (September 16, 2004); 69 FR 57126 (September 23, 2004) (File No. SR-

NYSE-2004-33).
3  For purposes of Rule 345A, a "disciplinary action" includes a statutory disqualification as defined in

Section 3(a)(39) of the Securities Exchange Act of 1934; suspension or imposition of a fine of $5,000
or more; or being subject to an order from a securities regulator to re-enter the Regulatory Element
program. See Rule 345A(a)(3)(i) - (iii).

4  See Securities Exchange Act Release No. 39712 (March 3, 1998), 63 FR 11939 (March 11, 1998)(File
No. SR-NYSE-97-33). See also NYSE Information Memo No. 98-19 dated June 22, 1998.

5  The Council consists of representatives from securities firms and from six self-regulatory organizations
(SROs) including: the NYSE, the American Stock Exchange, the Chicago Board Options Exchange,
the Municipal Securities Rulemaking Board, the National Association of Securities Dealers, and the
Philadelphia Stock Exchange. The SEC and The North American Securities Administrators Association
have liaisons to the Council.
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October 12, 2004

  
New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005
 Member Firm Regulation

ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, CREDIT AND MARGIN
DEPARTMENTS, COMPLIANCE AND LEGAL DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ADOPTION OF NEW PROVISIONS AFFECTING THE REGULATION OF SHORT SALES

On July 28, 2004, the Securities and Exchange Commission (“SEC” or “Commission”) adopted new

provisions for the regulation of short sales. 1   Regulation SHO, and other concurrent SEC actions, provide
for significant changes to the SEC short sale rules and affect New York Stock Exchange, Inc. (“NYSE”
or “Exchange”) Rules 440B (“Short Sales”) and 440C (“Deliveries Against Short Sales”). As part of these

actions, the SEC rescinded its Rules 3b-3 (“Definition of Short Sale”) 2   and 10a-2 (“Requirements for

Covering Purchases”), 3   under the Securities Exchange Act of 1934 (“Exchange Act”), replacing them with

new Rules 200 (“Definition of Short Sale and Marking Requirements”) 4   and 203 (“Borrowing and Delivery

Requirements for Short Sales”), of Regulation SHO. 5   In addition, the Commission amended Rule 10a-1
(“Short Sales”) to conform to Regulation SHO, and Rule 105 of Regulation M to remove the rule's shelf

offering exception. 6 

Rules 200 and 203 to Regulation SHO, and the amendments to Rule 10a-1 and Rule 105 to Regulation M are
effective September 7, 2004. However, the compliance date for Rules 200 and 203 is January 3, 2005.

Pilot Program Providing for the Suspension of SEC and NYSE Price Tests for Specified
Securities

Regulation SHO also includes new Rule 202T, which enables the SEC to temporarily suspend the application
of the tick test and any short sale price test of any exchange or national securities association for certain

designated securities. Utilizing this authority, the SEC concurrently issued a Pilot Order 7   providing for a
one-year pilot program (“Pilot Program”) commencing on January 3, 2005, and running through December
31, 2005, under which the provisions of Rule 10a-1 and any self regulatory organization (“SRO”) short sale
price test, including the tick test contained in Exchange Rule 440B, are suspended for short sales in: (1)
certain “designated securities” identified in Appendix A to the SEC's Pilot Order; (2) any security included
in the Russell 1000 index effected between 4:15 p.m. EST and the open of the consolidated tape on the
following day; and (3) any security not included in (1) and (2) above effected in the period between the close
of the consolidated tape (i.e., after 8:00 p.m. EST) and the open of the consolidated tape the following day.
8   During the Pilot, all other provisions of Rule 10a-1 and Regulation SHO - including the marking, locate
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and delivery requirements - remain in effect. The SEC also noted in the Pilot Order that SROs, including the
Exchange, would actively monitor trading in the Pilot Program securities to identify any abusive short selling.

The Pilot has been established for a one-year period - commencing January 3, 2005 and terminating
December 31, 2005. The effective and compliance dates for Rule 202T are September 7, 2004, with the
temporary rule set to expire August 6, 2007.

Rule 200 - Definition of “Short Sale” and Marking Requirements

Rule 200 to Regulation SHO replaces Rule 3b-3, which had defined ownership of securities for purposes
of short sales. Rule 200 incorporates the substance of Rule 3b-3, with some modifications, and provides
guidance to broker-dealers to calculate net positions within defined aggregation units rather than on a firm-
wide basis. Rule 200 also requires broker-dealers to mark sales in all equity securities “long,” “short,” or “short
exempt.” In this regard, an order can be marked “long” only when the seller owns the security being sold and
the security is in the physical possession or control of the broker-dealer, or it is reasonably expected that the
security will be in the physical possession or control of the broker-dealer prior to settlement. An order can be
marked “short exempt” if the seller is entitled to rely on any exception from the tick test, under Rule 10a-1, or
any SRO rule (e.g., Rule 440B). As a general matter, orders marked “short exempt” still need to comply with
the locate requirement. Short sales of securities in the Pilot should be marked “short exempt.”

Rule 203 - Locate and Delivery Requirements for Short Sales

Rule 203 provides various safeguards against “naked” short selling by consolidating and expanding stock
“locate requirements,” and imposing new delivery requirements for securities in which a substantial number

of fails have occurred (“threshold securities” 9  ). In this regard, Rule 203 requires broker-dealers, prior to
effecting short sales in all equity securities, to locate securities available for borrowing. Specifically, Rule
203(b) prohibits a broker-dealer from accepting a short sale in any equity security from another person, or
effecting a short sale for the broker-dealer's own account, unless the broker-dealer has: (1) borrowed the
security, or entered into an arrangement to borrow the security; or (2) has “reasonable grounds” to believe
that the security can be borrowed so that it can be delivered on the delivery date; and (3) has documented
compliance with the rule.

The Commission has set forth two ways to show a broker-dealer has “reasonable grounds” to believe the
security can be borrowed: (1) reliance on an “easy to borrow” list, provided the information used to generate
the list is less than 24 hours old, and securities on the list are so readily available that fails to deliver are

unlikely (reliance on the fact that a security is not on a “hard to borrow” list is not sufficient) 10  ; and (2)
reliance on a customer's assurance that a “locate” was received from another source (e.g., a prime broker),
provided the broker-dealer documents the customer's source, and prior assurances from such customer did
not result in fails to deliver.

The SEC also noted a number of exceptions to this locate requirement, including exceptions for transactions
in security futures, and for broker-dealers that have accepted a short sale order from another registered
broker-dealer required to comply with Rule 203(b), unless the broker-dealer contractually undertook
responsibility for compliance. The rule sets forth another exception for short sales by market makers in
connection with bona-fide market making activities. However, bona-fide market making activities does not
include activity that is related to; (1) speculative selling strategies; (2) activity where the market maker posts
continually at or near the best offer but not also at or near the best bid; or (3) where the market maker enters
into an arrangement to use the exception to avoid compliance with the rule. Regulation SHO also includes
an exception from the locate requirement where a broker-dealer effects a sale for a customer that owns a

security that is not reasonably expected to be available for delivery on settlement date. 11   Delivery should be
made as soon as all restrictions on delivery have been removed, and no later than 35 days after trade date,
or the short position must be closed out.
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Rule 203(a) replaces current Rule 10a-2 and incorporates its substantive requirements and extends them
to all equity securities, as opposed to only exchange-listed securities. With certain exceptions, Rule 203(a)
prohibits a broker-dealer from failing to deliver, or lending securities to prevent a fail to deliver, on a sale
that it knows, or has reasonable grounds to believe, is marked “long.” However, exceptions to the delivery
obligation include: (1) the loan of any security through the medium of a loan to another broker-dealer; (2)
where the broker-dealer knows or has been reasonably informed by the seller that the seller owns the
security and will deliver it to the broker-dealer prior to the scheduled settlement of the transaction, but the
seller fails to do so; or (3) the sale resulted from a good faith error, and covering the transaction would result
in undue hardship, or the sale had been effected at a permissible price. Also, in the Adopting Release, the
SEC emphasized that a broker-dealer may not treat a sale as “long” for a customer that repeatedly fails or
requires borrowed securities for delivery on long sales.

Close-Out Requirement for “Threshold Securities”

Rule 203(b) of Regulation SHO requires clearing brokers to close-out any fail to deliver position in a threshold
security that has remained open for 13 consecutive settlement days (Trade date + 13 business days, or
Settlement date + 10 business days), by purchasing securities of like kind and quantity. A list of threshold

securities will be disseminated daily by the Exchange prior to the opening bell. 12   In addition, certain
restrictions are triggered if the clearing broker does not take action to close-out the open fail to deliver
position. Specifically, under Rule 203(b)(3), any such clearing broker and any broker-dealer for which it
clears (including any market maker) are prohibited from effecting further short sales in the particular threshold
security without first borrowing or arranging to borrow the security, until the fail to deliver position is closed-
out. Further, if the clearing broker can identify the account(s) that contributed to the fail-to-deliver position, this
restriction would only apply to such account(s).

Although the Commission provided an exception from the locate requirement for short sales effected in
connection with bona fide market making activity, it did not provide a similar exception from the close-out
requirements. However, the close-out requirement of 203(b) does not apply to fail to deliver positions that
were established prior to the particular security becoming a threshold security. In addition, the close-out
requirements do not apply to an option market maker's fail to deliver used to establish or maintain a hedge on
options positions that were created before the security became a threshold security.

Rule 105 of Regulation M

In connection with the adoption of Regulation SHO, the SEC also has amended its Rule 105 of Regulation M.
Rule 105 prohibits covering certain “pre-pricing” short sales with public offering securities purchased from an

underwriter or selling group member. 13   As amended, this prohibition will extend to short sales effected in
connection with shelf offerings. The amendments to Rule 105 of Regulation M were effective September 7,
2004, while the interpretive guidance to the rule was effective August 6, 2004.

The Adopting Release also gives interpretive guidance concerning certain “sham transactions” the SEC
believes may be structured to give the appearance that pre-pricing short sales are being covered with
shares received in the offering. The Adopting Release lists the following examples of types of “sham
transactions:” (1) covering short sales effected in the pre-pricing restricted period with securities obtained via
an arrangement with a third-party who actually acquires the securities in the offering, and (2) covering short
sales effected in the pre-pricing restricted period through a series of wash sales (i.e., by selling the offering
shares received in the open market and contemporaneously purchasing an equivalent number of shares,
which are then used to cover the short sales).

Impact on Exchange Rules

The Exchange intends, shortly, to file a proposed rule change with the Commission amending Rules 440B
and 440C to comport with Regulation SHO and Rule 10a-1, as amended. In addition, the Exchange may
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issue further Information Memos regarding these, and any other, changes and provide guidance on the
operation of the Pilot in the near future. In the interim period, members and member organizations must
comply with Regulation SHO and the guidance provided in this, and any other, Information Memo.

If there are any questions regarding this Information Memo, please contact William Jannace at 212-656-2744,
Douglas Preston at 212-656-4358 or Albert Lucks at 212-656-5782.

_________________________

Richard Ketchum

Chief Regulatory Officer

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Exchange Act Release No. 50,103 (July 28, 2004), 69 Fed. Reg. 48,008 (August 6, 2004)
("Adopting Release"), available at http://www.sec.gov/rules/final/34-50103.htm.

2  17 CFR §240.3b-3.
3  17 CFR §240.10a-2.
4  17 CFR §242.200.
5  17 CFR §242.203.
6  Rule 105 to Regulation M prohibits the covering of certain pre-pricing short sales with offering securities

purchased from an underwriter or selling group member, if the short sale occurred during the five-day
period prior to pricing. In the Adopting Release, the SEC also provided interpretive guidance concerning
certain "sham" transactions that the SEC believes may be structured to give the appearance that pre-
pricing short sales are being covered with shares purchased in the open market. The examples set forth
in the Adopting Release are outlined later in this Information Memo.

7  See Exchange Act Release No. 50,104 (July 28, 2004), 69 Fed. Reg. 48,032 (August 6, 2004) ("Pilot
Order"), available at http://www.sec.gov/rules/other/34-50104.htm.

8  The SEC deferred consideration of its proposal to replace the current "tick test" with a new uniform bid
test restricting short sales to a price above the consolidated best bid, and also deferring consideration
of the proposed exceptions to the uniform bid test. The SEC will reconsider any further action on these
proposals after the completion of the Pilot Program.

9  Regulation SHO defines "threshold securities" as equity securities of reporting issuers, where: for five
consecutive days the security has aggregate fails to deliver at a registered clearing agency of 10,000
shares or more; this figure is equal to at least 0.5% of the issue's total shares outstanding; and a list
of such threshold securities is calculated and disseminated daily by the SRO on which the security
is listed or for which the SRO bears primary surveillance responsibility. The SEC has estimated that
approximately 4% of all equity securities would meet this threshold.

10  In the Adopting Release, the SEC noted that "threshold securities" generally should not be included on
"easy to borrow" lists.

11  As noted in the Adopting Release, such circumstances could include the situation where a convertible
security, option or warrant has been tendered for conversion or exchange, but the underlying security is
not reasonably expected to be received by settlement date. This could also include formerly restricted,
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but now freely saleable stock pursuant to Rule 144, under the Securities Act of 1933, where it may
require time to deliver due to processing to remove the restricted legend.

12  Members and member organizations will be informed of the exact time, location and form of
dissemination for the list of Threshold Securities at a later date.

13  17 CFR §242.105.
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October 8, 2004

  
New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005
 Member Firm Regulation

ATTENTION: CHIEF EXECUTIVE OFFICER, CHIEF OPERATIONS OFFICER, MANAGING PARTNER,
AND CHIEF COMPLIANCE OFFICER

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: TERMINATION OF FINGERPRINT PROCESSING SERVICES

Termination of Fingerprint Processing Services

On October 29, 2004, the Exchange will stop accepting new fingerprints from its members and member
organizations (the “Membership”) and other persons and entities who have a fingerprinting requirement under

Section 17 of the Securities Exchange Act of 1934 (“Exchange Act”) 1   and SEC Rule 17f-2. 2   On December

31, 2004, the Exchange's fingerprint processing unit will cease all operations. 3   Therefore, to satisfy their
fingerprinting requirement, the Membership and others should arrange to secure fingerprinting services after
October 29, 2004 from another self-regulatory organization (“SRO”), such as NASD or the Chicago Board

Options Exchange (“CBOE”). 4 

Any new fingerprints received by the Exchange after the close of business on October 29, 2004, will be
returned to the submitting party, together with a statement indicating that the Exchange no longer processes
fingerprints for purposes of Section 17 and Rule 17f-2, and contact information for alternative fingerprinting
service providers. Fingerprints presented to other SROs for processing should not be submitted on NYSE
fingerprint cards, but rather on the fingerprint cards of the processing SROs.

The Exchange will continue to review criminal history records and other information contained in fingerprint
reports provided by other SROs to determine, among other things, whether persons are subject to any

“statutory disqualification” defined in Section 3(a)(39) of the Exchange Act, 5   and thereby precluded by
NYSE Rule 346(f) from association with the Membership.

Reasons For Termination of Services

For over 30 years, the Exchange has helped the Membership satisfy their Rule 17f-2 fingerprinting
requirement by providing fingerprint processing services. However, recent significant enhancements by other

SROs have improved the automation of their fingerprint processing services, 6   and led the Exchange to re-
evaluate the practicality of maintaining its own fingerprint processing unit. The Exchange has determined
that continued fingerprint processing by the Exchange is not necessary due to the Membership's access to
several other sources of fingerprinting services, including NASD, CBOE, and other SROs.

If you have any questions regarding this Information Memo, please contact Michele Van Tassel at (212)
656-5340.
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_________________________

Richard Ketchum

Chief Regulatory Officer

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  15 U.S.C. 78a et seq.
2  17 CFR 240.17f-2.
3  The Exchange's Membership Services unit will continue to accept and process fingerprints submitted

pursuant to NYSE Rule 301.23 from applicants for NYSE membership who are unable to submit their
fingerprints to another SRO.

4  Firms obtaining fingerprint processing services from other SROs will be responsible for paying any fees
the SROs charge for those services.

5  15 U.S.C. 78c(a)(39).
6  For example, at least one other SRO now has the ability to electronically submit fingerprints to the FBI.

This has reduced the "turnaround time" for FBI background checks on submitted fingerprints from a few
days to a few hours, and allows the FBI's results to be posted on the Central Registration Depository
(CRD) shortly thereafter.
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October 8, 2004

  
New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 Market Surveillance

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: TRADING IN NEW EXCHANGE TRADED FUND

Subject to approval from the Securities and Exchange Commission, trading in the iShares® FTSE/Xinhua
China 25 Index Fund (“Fund”) will begin on the NYSE on October 8, 2004 under the symbol FXI.

This Information Memo reviews the various rules and policies applicable to trading in iShares Funds based
on an equity index. For additional information regarding rules applicable to Exchange Traded Funds (“ETFs”),
including series of the iShares Trust, see Information Memo 03-52 (November 14, 2003).

Background Information on the Fund

Barclays Global Fund Advisors (the “Advisor”) is the investment advisor for the Fund and is registered under
the Investment Advisers Act of 1940. The Advisor is a wholly owned subsidiary of Barclays Global Investors,
N.A., which is in turn a wholly owned indirect subsidiary of Barclays Bank PLC of the United Kingdom. SEI
Investments Distribution Co. (the “Distributor”), a Pennsylvania corporation and broker-dealer registered
under the Securities Exchange Act of 1934 (the “Act”), is the principal underwriter and distributor of Creation
Unit Aggregations (as defined below) of iShares. The distributor is not affiliated with the Exchange or the
Advisor. Investors Bank & Trust Company is the administrator, custodian and transfer agent for the Fund.

The shares of the Fund are issued by iShares Trust.

iShares FTSE/Xinhua China 25 Index Fund

According to the Fund's prospectus, its investment objective is to provide results that correspond generally to
the price and yield performance of the underlying Index Fund, FTSE/Xinhua China 25 Index (“the Index”). The
Index is designed to represent the performance of the largest companies in the mainland China equity market
that are available to international investors. The Index consists of 25 of the largest and most heavily traded
Chinese companies. Securities in the Index are weighted based on the total market value of the shares, so
that securities with the higher total market values generally have representation in the Index.

All of the Index's component securities trade on the Hong Kong Stock Exchange and each security in the
Index is currently a constituent of the FTSE All World Index. According to the Fund's prospectus, as of
December 31, 2003, the Index's three largest stock holdings were BOC Hong Kong (Holdings), PetroChina
and China Mobile and the Index's top three industries are oil and gas, telecommunication services and banks.
The Fund uses a representative sampling strategy to track the Index.

The Fund's top portfolio holdings can be found at www.iShares.com. Fund fact sheets provide information
regarding the fund's top holdings and may be requested by calling 1-800-iShares. Additional information
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for this and other iShares Index Fund, including Fund performance and tracking error, is available on
www.iShares.com. Issuance of Creation Unit Aggregations

In General. Shares of the Fund will be issued on a continuous offering basis in groups of 50,000 shares or
more. These “groups” of shares are called “Creation Unit Aggregations”. The Fund will issue and redeem
Fund shares only in Creation Unit Aggregations. As with other open-end investment companies, Fund shares
will be issued at the net asset value (“NAV”) per share next determined after an order in proper form is
received.

iShares Trust will cause to be made available daily the names and required number of shares of each of
the securities to be deposited in connection with the issuance of the Fund shares in Creation Unit size
aggregations for the Fund, as well as information relating to the required cash payment representing, in part,
the amount of accrued dividends for the Fund.

Principal Risks

Interested persons are referred to discussion in the iShares Trust prospectus (available at www.iShares.com)
of principal risks of an investment in the Fund. These include market risk, tracking error risk (factors causing a
Fund's performance to not match the performance of the underlying Index), market trading risk (for example,
trading halts, trading above or below net asset value), and other risks. Hours of Trading Trading in the Fund
will be 9:30 a.m. until 4:15 p.m.

Exchange Rules Applicable to theTrading of ETFs

Generally, the rules applicable to ETFs are applicable to this Fund since this Fund fall within the definition of
an Investment Company Unit, as provided in Paragraph 703.16 of the Listed Company Manual and Exchange
Rule 1100. See Information Memo Number 01-20 (July 31, 2001), which was issued in connection with the
trading of other ETFs.

The rules and policies as well as certain exemptions from the Securities Exchange Act of 1934 (the “Act”)
and NYSE Rules are identical for this new Fund as they are for other iShares funds based on an equity index
traded on the Exchange. These rules and policies are set forth in Information Memo 03-52 (November 14,
2003). This Memo is available on www.nyse.com/regulation.

Exemptive, Interpretive and No-Action Relief Under Federal Securities Regulations and NYSE Rules

The Securities and Exchange Commission (“SEC”) is expected to issue exemptive, interpretive and no-action
relief from certain provisions of and rules under the Act regarding trading in the above-mentioned Fund. In
addition, the SEC is expected to approve an Exchange interpretive position with respect to the Exchange's
short sale rule.

Short Sale Rules - If the expected relief is granted, transactions in ETFs will not be subject to “tick”
requirements of the short sale rule of the Commission (Rule 10a-1) or the Exchange (Rule 440B). Short
orders must be marked SHORT or SHORT EXEMPT.

Regulation M Exemptions - Generally, Rules 101 and 102 of Regulation M prohibit any "distribution
participant” and its “affiliated purchasers” from bidding for, purchasing, or attempting to induce any person
to bid for or purchase, any security which is the subject of a distribution until after the applicable restricted
period, except as specifically permitted in Regulation M. The provisions of the Rules apply to underwriters,
prospective underwriters, brokers, dealers, and other persons who have agreed to participate or are
participating in a distribution of securities.

The SEC is expected to grant an exemption from Rule 101 under Regulation M to permit persons
participating in a distribution of shares of the above-mentioned Fund to engage in secondary market
transactions in such shares during their participation in such a distribution. In addition, the SEC is expected to
grant relief under Regulation M to permit persons who may be deemed to be participating in the distribution
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of shares of the above-mentioned Fund (i) to purchase securities for the purpose of purchasing Creation
Unit Aggregations of Fund shares and to (ii) tender securities for redemption in Creation Unit Aggregations.
Further, the SEC is expected to clarify that the tender of Fund shares to the Fund for redemption does not
constitute a bid for or purchase of any of the Funds securities during the restricted period of Rule 101. The
SEC is also expected to grant an exemption pursuant to paragraph (e) of Rule 102 under Regulation M to
allow the redemption of Fund shares in Creation Unit Aggregations during the continuous offering of shares.

Customer Confirmations for Creation or Redemption of Fund Shares (SEC Rules 10b-10) — It is expected
that the SEC will permit broker-dealers who handle purchases or redemptions of Fund shares in Creation
Unit size for customers will be permitted to provide such customers with a statement of the number of
Creation Unit Aggregations created or redeemed without providing a statement of the identity, number and
price of shares of the individual securities tendered to the Fund for purposes of purchasing Creation Unit
Aggregations (“Deposit Securities”) or the identity, number and price of shares of to be delivered by the Trust
to the redeeming holder (“Redemption Securities”). The composition of the securities required to be tendered
to the Fund for creation purposes and of the securities to be delivered on redemption will be disseminated
each business day and will be applicable to requests for creations or redemption, as the case may be, on that
day. This expected exemptive relief under SEC Rule 10b-10 with respect to creations and redemptions will be
subject to the following conditions:

(1) Confirmations to customers engaging in creations or redemptions must state that all information required
by SEC Rule 10b-10 will be provided upon request;

(2) Any such request by a customer for information required by SEC Rule 10b-10 will be filed in a timely
manner, in accordance with Rule 10b-10(c);

(3) Except for the identity, number and price of shares of the component securities of the Deposit Securities
and Redemption Securities, as described above, confirmations to customers must disclose all other
information required by SEC Rule 10b-10(a).

SEC Rule 14e-5 —An exemption from Rule 14e-5 Is expected to be granted to permit any person acting as a
dealer-manager of a tender offer for a component security of the Fund to (1) redeem Fund shares in Creation
Unit Aggregations from the issuer that may include a security subject to such tender offer and (2) to purchase
Fund shares during such tender offer. In addition, a no-action position is expected to be taken under Rule
14e-5 if a broker-dealer acting as a dealer-manager of a tender offer for a security of the Fund purchases or
arranges to purchase such securities in the secondary market for the purpose of tendering such securities to
purchase one or more Creation Unit Aggregations of shares, if made in conformance with the following:

(i) such bids or purchases are effected in the ordinary course of business, in connection with a basket of 20 or
more securities in which any security that is the subject of a distribution, or any reference security, does not
comprise more than 5% of the value of the basket purchased; or

(ii) purchases are effected as adjustments to such basket in the ordinary course of business as a result of a
change in the composition of the underlying index; and

(iii) such bids or purchases are not effected for the purpose of facilitating such tender offer.

Rule 10b-17-The SEC is expected to grant an exemption from Rule 10b-17, which requires an issuer of a
class of publicly traded securities to give notice of certain specified actions (e.g., dividends, stock splits, rights
offerings) relating to such class of securities in accordance with Rule 10b-17(b). Paragraph (c), however,
states that the rule shall not apply to redeemable securities issued by open-end investment companies and
unit investment trusts registered under the Investment Company Act of 1940. Except for the fact that iShares
must be redeemed in Creation Unit-size aggregations, iShares are redeemable securities issued by an open-
end investment company. Therefore, the exemption under paragraph (c) of Rule 10b-17 should be applicable
to the Fund.

Section 11(d)(1); SEC Rule11d1-2 - Section 11(d)(1) of the Exchange Act generally prohibits a person who
is both a broker and a dealer from effecting any transaction in which the broker-dealer extends credit to
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a customer on any security which was part of a new issue in the distribution of which he participated as a
member of a selling syndicate or group within thirty days prior to such transaction. It is expected that the SEC
will clarify that Section 11(d)(1) does not apply to broker-dealers that engage in both proprietary and customer
transactions in shares of the Fund in the secondary market but do not create Creation Unit Aggregations.
The Commission is expected to take a no-action position under Section 11(d)(1) of the Exchange Act that
broker-dealers may treat shares of the Fund, for purposes of SEC Rule 11d1-2, as “securities issued by a
registered open-end investment company as defined in the Investment Company Act” and thereby extend
credit or maintain or arrange for the extension or maintenance of credit on shares that have been owned by
the persons to whom credit is provided for more than 30 days, in reliance on the exemption contained in the
rule.

SEC Rule 15c1-5 and 15c1-6 — The SEC is expected to take a no-action position with respect to Rule
15c1-5 and Rule 15c1-6 as to the required disclosure of control by a broker or dealer with respect to creations
and redemptions of Fund shares and secondary market transactions therein.

Other Matters

Due Diligence — Pursuant to Exchange Rule 405, before a member, member organization, allied member
or employee thereof undertakes to recommend a transaction in ETF shares, such person must exercise due
diligence to learn the essential facts relative to the customer. If any recommendation is made with respect
to such shares, the person making the recommendation should have a reasonable basis for believing, at
the time of making the recommendation, that the customer has such knowledge and experience in financial
matters that he or she may reasonably be expected to be capable of evaluating the risks and any special
characteristics of the recommended transaction, and is financially able to bear the risks of the recommended
transaction.

Certain Specialist Transactions in ETFs — Rule 460.10 generally precludes certain business relationships
between an issuer and the specialist in the issuer's securities. Exceptions in the Rule permit specialists in
ETF shares to enter into Creation Unit transactions through the Distributor to facilitate the maintenance of a
fair and orderly market. A specialist Creation Unit transaction may only be effected on the same terms and
conditions as any other investor, and only at the net asset value of the ETF shares. A specialist may acquire
a position in excess of 10% of the outstanding issue of the ETF shares, provided, however, that a specialist
registered in a security issued by an investment company may purchase and redeem the investment
company unit or securities that can be subdivided or converted into such unit, from the investment company
as appropriate to facilitate the maintenance of a fair and orderly market in the subject security.

Trading Halts - In order to halt the trading of an ETF, the Exchange may consider, among other things, factors
such as the extent to which trading is not occurring in underlying security(s) and whether other unusual
conditions or circumstances detrimental to the maintenance of a fair and orderly market are present. In
addition, trading in Fund shares is subject to trading halts caused by extraordinary market volatility pursuant
to Exchange Rule 80B.

Prospectus Delivery - Exchange members and member organizations are hereby informed that there is a
prospectus delivery requirement of the federal securities laws applicable to the Fund. Accordingly, an investor
must receive a prospectus prior to or concurrently with the confirmation of a transaction in the Fund.

Purchases and Redemptions in Creation Unit Size — Exchange members and member organizations
are hereby informed that procedures for purchases and redemptions of iShares in Creation Unit Size are
described in the relevant Fund prospectus and Statement of Additional Information, and that iShares are not
individually redeemable but are redeemable only in Creation Unit Size aggregations or multiples thereof.

Surveillance. Exchange surveillance procedures applicable to trading in the Fund are comparable to those
applicable to other Investment Company Units currently trading on the Exchange.

Questions concerning the matters discussed in this Memorandum may be addressed as follows:
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General Questions on ETFs:

James P. McGowan

(212) 656-2490

(Competitive Position Group)

Michael Cavalier

(212) 656-2474

(Office of the General Counsel)

Questions on:

Due Diligence

Stephen A. Kasprzak (Member Firm Regulation)

(212) 656-5226

Exchange Rules

Donald Siemer (Market Surveillance)

(212) 656-6940

________________________________

Robert A. Marchman

Senior Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

686

http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 04-51

Click to open document in a browser

October 6, 2004

  
New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 Market Surveillance

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Use of Percentage Orders at the Opening - Rule 123A.30

The purpose of this Memorandum is to outline how specialists may convert certain percentage orders that
have been entered with them for participation in trades at the opening.

Background

Exchange Rule 13 defines the types of percentage orders that may be utilized. The majority of percentage
orders used by Floor brokers are “convert and parity”, or “CAP” orders. All or part of this order can be
“converted” with the proper instructions (CAP, CAP-D, CAP-I or CAP-DI) into a limit order to make a bid or
offer or to participate directly in a trade. Orders marked CAP/CAP-I may be converted to participate in a trade
on a stabilizing tick. Orders marked CAP-D/CAP-DI permit conversion on destabilizing ticks, defined as a
straight plus or zero plus tick for buy orders; and a straight minus or zero minus tick for sell orders.

If the specialist is converting a CAP-D/CAP-DI order on a destabilizing tick and the trade is less than 10,000
shares and a market value less than $500,000, it can be executed at no more than .10 away from the
last sale. If the reported trade is for 10,000 shares or more or a quantity of stock having a market value
of $500,000 or more (whichever is less), it can be executed as much as .25 from the last sale. The .25
parameter may only be extended with the prior approval of a Floor official and the written consent of the
entering broker.

Use of CAP Orders at the Opening

Specialists may convert percentage orders to participate in the opening trade of a stock. If the specialist is
converting a percentage order, the rules applicable to such conversions will apply at the opening. Stabilizing
conversions may be made at the opening, without restriction as to size or price, as long as the opening price
is within the percentage order’s limit. If a destabilizing conversion is being made, as long as the trade meets
the minimum size requirements discussed above, the specialist is permitted to use his or her judgment as to
the amount of the percentage order he or she converts.

When converting more than one percentage order, each such order will be on parity and receive equal
amounts of shares. If an odd amount of shares is involved, the extra amount will be distributed on a time
priority basis. In such a situation, the price of the opening trade cannot be more than .25 away from the last
sale, which would be the previous day’s closing price of the stock on the Exchange. This .25 limitation may be
expanded, however, with the approval of a Floor Official and the written consent of the entering broker, just as
such conversions are handled during the trading day.
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Specialists must keep in mind when using percentage orders at the opening that, in trading after the opening,
the specialist may not convert CAP-D/CAP-DI orders to effect consecutive or contemporaneous (i.e., over a
short period of time) destabilizing transactions unless he or she obtains the prior approval of a Floor Governor
who, in considering the specialist's request, must evaluate overall market conditions and buy/sell interest in
the subject security at that time.

Questions concerning this memorandum may be addressed to John Gregoretti at (212) 656-6791.

___________________________

Robert A. Marchman

Senior Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 04-50

Click to open document in a browser

October 1, 2004

  
New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 Market Surveillance

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW RULE 80A COLLARS AND RULE 80B CIRCUIT BREAKER LEVELS FOR FOURTH
QUARTER 2004

EFFECTIVE OCTOBER 1, 2004 through DECEMBER 31, 2004

• Rule 80A restrictions on index arbitrage trading in component stocks of the S&P 500 Stock Price Index sm *  

will be imposed when the Dow Jones Industrial Average sm **   (“DJIA”) is above or below its closing value on
the previous trading day by:

200 points or more

• Rule 80A restrictions will be removed when the DJIA is above or below its closing value on the previous
trading day by:

100 points or less

• Index arbitrage order entry restrictions will be re-imposed each time the DJIA advances or declines 200
points from the prior day’s close.

• Rule 80B trading halts will be triggered when the DJIA declines below its closing value on the previous
trading day by:

1000 points (Level 1)

2050 points (Level 2)

3050 points (Level 3)

Rule 80A

Whenever Rule 80A collars are in effect due to a decline in the DJIA, all index arbitrage orders to sell any
component stock of the S & P 500 Stock Price Index must be marked “sell plus”; and whenever the collars
are in effect due to an advance in the DJIA, all index arbitrage orders to buy must be marked “buy minus”.

Rule 80B

Whenever a Rule 80B circuit breaker is in effect, trading in all stocks on the Exchange will halt for the time
periods specified below.

Level 1 Halt

a) before 2:00 p.m. - one hour;
b) at 2:00 p.m. or later but before 2:30 p.m. - 30 minutes;
c) at 2:30 p.m. or later - trading shall continue, unless there is a Level 2 Halt.
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Level 2 Halt

a) before 1:00 p.m. - two hours;
b) at 1:00 p.m. or later but before 2:00 p.m. - one hour;
c) at 2:00 p.m. or later - trading shall halt and not resume for the remainder of the day.

Level 3 Halt

at any time - trading shall halt and not resume for the remainder of the day.

A complete discussion of the calculation of trigger values for Rule 80A and Rule 80B was published in
Information Memo No. 99-8, dated February 12, 1999 and Information Memo No. 98-15, dated April 13, 1998,
respectively.

Questions concerning these matters may be addressed to Nancy Reich-Jenkins at (212) 656-2475 or Donald
Siemer at (212) 656-6940.

___________________________

Robert A. Marchman

Senior Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

*  “Standard & Poor’s 500 Stock Price Index” is a service mark of Standard & Poor’s Corporation.
**  “Dow Jones Industrial Average” is a service mark of Dow Jones & Company, Inc.
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September 30, 2004

  
New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 Market Surveillance

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: EXPANSION OF ORDER SIZE ELIGIBILITY IN DIRECT+ FOR ETFS AND HOLDRS

Effective October 8, 2004, the Exchange will expand the size of orders eligible for automatic execution under
NYSE Direct+ to 10,000 shares for two types of securities traded on the Exchange. These are Investment
Company Units (as defined in paragraph 703.16 of the Listed Company Manual), including Exchange-Traded
Funds (ETFs), and Trust Issued Receipts (such as HOLDRs), which are defined in Rule 1200.

Since June 25, 2003, Direct+ orders in ETFs and Trust Issued Receipts (such as HOLDRs) could be entered
for up to 5,000 shares. (See Information Memo 03-28 - June 20, 2003). At that time, the Exchange indicated
that ETF and HOLDR order size for Direct+ executions would be phased in to a maximum of 10,000 shares.

NYSE Direct+ provides for the automatic execution of limit orders in a security (“auto ex” orders) against
trading interest reflected in the Exchange’s published quotation. An auto ex order priced at or above the
Exchange’s published offer price (in the case of an auto ex order to buy), or an auto ex order priced at or
below the Exchange’s published bid price (in the case of an auto ex order to sell) would receive an automatic
execution without being exposed to the auction market, provided the bid or offer is still available at the time of
execution.

Questions concerning the subject of this memo may be directed to James P. McGowan of the Competitive
Position Group at (212) 656-2490.

___________________________

Robert A. Marchman

Senior Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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September 29, 2004

  
New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 Arbitration

ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ARBITRATION - EXTENSION OF PILOT - WAIVER OF CALIFORNIA ETHICS STANDARDS
FOR NEUTRAL ARBITRATORS

The Exchange, on August 23, 2004, filed with the Securities and Exchange Commission (the “SEC”) for
immediate effectiveness, an additional six-month extension, through March 31, 2005, of Rule 600(g). The
Rule, which relates to waiver of California Ethics Standards for Neutral Arbitrators in Contractual Arbitrations
(the “California Standards”), was originally filed with the SEC, on a six-month pilot basis, on November 12,
2002, and has been extended several times.

The SEC’s November 12, 2002 Approval Order stated that the Exchange’s Director of Arbitration would
monitor the progress of the litigation NASD Dispute Resolution, Inc. and New York Stock Exchange, Inc. v.
Judicial Council of California, No. C 02 3485 (N.D. Cal.) and determine whether there is a continuing need for
the waiver option at the end of the original pilot period.

The litigation, in which the Exchange and NASD Dispute Resolution, Inc. sought a declaratory judgment that
the California Standards are preempted by federal law, has not been concluded. On November 12, 2002,
Judge Samuel Conti dismissed the action on Eleventh Amendment grounds. A Notice of Appeal from Judge
Conti’s decision has been filed with the United States Court of Appeals for the Ninth Circuit.

In the absence of a final judicial determination or legislative resolution of the preemption issue, the Exchange
has determined that it should continue the waiver option.

___________________________

Daniel Beyda

Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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September 29, 2004

  
New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 Market Surveillance

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: CORRECTION TO INFORMATION MEMO NO. 04-46 FOR RULE 122

On September 16, 2004, the Exchange issued Information Memo No. 04-46 regarding amendments to
Exchange Rule 122, “Orders with More than One Broker”.

There was a production error in the Exhibit A attachment for amended Exchange Rule 122. The corrected
copy is attached.

___________________________

Robert A. Marchman

Senior Vice President

Market Surveillance

Additions to Rule 122 underscored

Deletions [bracketed]

Orders with More than One Broker

Rule 122 Except as provided herein, [N] no member, member organization or any allied member therein, or
subsidiary of such organization within the meaning of Rule 321, shall maintain with more than one broker, for
execution on the Exchange, market orders or orders at the same price for the purchase or sale of the same
security with knowledge that such orders are for the account of the same principal, unless specific permission
has been obtained from a Floor Official. However, a Floor broker may transmit manually or from a hand-
held terminal to the specialist’s display book, for representation by the specialist, a portion of an order, while
retaining the balance of the order. In any instance where a Floor broker has given the specialist a portion of
an order for execution and retained the balance of such order, the Floor broker may not make a bid (offer) on
behalf of the retained order, or execute any part of the retained order, at a price at which the portion of the
order with the specialist may also be represented in a bid (offer) or executed until the portion of the order sent
to the specialist has been executed or cancelled.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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September 16, 2004

  
New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 Market Surveillance

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Amendment To Exchange Rule 122

The Securities and Exchange Commission has recently approved amendments to Exchange Rule 122
(Orders with more than one Broker). Exchange Rule 122 prohibits a member from having orders on the
Exchange with more than one broker executable at the same price in the same stock on the same side of the
market for the account of the same principal. Under amended Rule 122, a Floor broker may send a portion of
an order manually or via a hand-held device to a specialist while retaining a portion of the same order, as long
as the broker does not bid (offer) or execute the retained portion of the order at a price at which the booked
order may also be represented in a bid (offer) or executed.

Currently, Floor brokers are able to manually give a portion of an order to the specialist for execution, while
retaining the remainder of such order. Recent technological advances will enable floor brokers to send orders
from their hand held devices directly to the specialist’s limit order book. This will improve a broker’s efficiency
by allowing greater order management capabilities. For example, a broker with a 100,000-share market “not
held” order to buy may determine to electronically “book” (e.g., send to the specialist) 20,000 shares of that
order at a limit price of $20.20, while retaining the 80,000-share balance of the order. Thus, in the above
example, the broker could bid on behalf of the retained portion of the order, or take offers, at prices of $20.21
or above, but could not, on behalf of the retained portion of the order, purchase stock at $20.20 or lower,
unless the “booked” portion of the order had been executed or canceled.

As a reminder, Rule 123(e) (Record of Order-System Entry Required) provides that “no Floor member may
represent or execute an order on the Floor of the Exchange unless the details of the order have been first
recorded in an electronic system on the Floor” (i.e. a Front End Systemic Capture).

As in the case today, brokers may desire to send part of a large order for representation by the specialist
while retaining the balance of the order for execution by the broker. Before sending part of an order to the
specialist for execution, the Floor broker should ensure that the entire order is entered in the electronic
system as required by Rule 123(e).

Questions may be addressed to Donald Siemer, Director, Market Surveillance, at (212) 656-6940.

___________________________

Regina C. Mysliwiec

Senior Vice President

Market Surveillance

Orders with More than One Broker
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Rule 122 Except as provided herein, no member, member organization or any allied member therein, or
subsidiary of such organization within the meaning of Rule 321, shall maintain with more than one broker, for
execution on the Exchange, market orders or orders at the same price for the purchase or sale of the same
security with knowledge that such orders are for the account of the same principal, unless specific permission
has been obtained from a Floor Official. However, a Floor broker may transmit from a hand-held terminal
to the specialist’s display book, for representation by the specialist, a portion of an order, while retaining
the balance of the order, provided that the Floor broker may not make a bid (offer) on behalf of the retained
order, or execute any part of the retained order, at a price at which the portion of the order transmitted to the
specialist may also be represented in a bid (offer) or executed.
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August 26, 2004

  
New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 Market Surveillance

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: EXPIRATION OF SHORT EXEMPTION
(EXCHANGE RULE 440B/ SEC RULE 10a-1)

Trading in seventeen (17) Holding Company Depositary Receipts RM (HOLDRs), a type of Trust Issued
Receipt (“TIR”), began on the NYSE on April 15, 2002 on an unlisted trading privileges (“UTP”) basis. (See
Information Memo 02-15 (April 15, 2002)).

This memorandum serves as notice that the SWH (Software) HOLDR and the EKH (Europe 2001) HOLDR
are no longer exempt from the short sale rule of the Securities and Exchange Commission (SEC Rule 10a-1)
or the Exchange (Rule 440B). Therefore, any short sale of these securities must be made on a “plus” or “zero
plus” tick.

Questions concerning this memorandum may be addressed to Donald Siemer on (212) 656-6940 or Jeff
Rosenstrock on (212) 656-5499. General questions on Trust Issued Receipts may be addressed to Lorraine
Wang (Competitive Position Group) on (212) 656-5314.
 

Regina C. Mysliwiec

Senior Vice President

Market Surveillance
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The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

696

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P04-45%2909013e2c855b399a?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE440B/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE10a-1/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/02-15/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE10a-1/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE440B/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 04-44

Click to open document in a browser

August 17, 2004

  
New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 Market Surveillance

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: TRADING IN FIVE EXCHANGE TRADED FUNDS

This Information Memo contains additional information relating to the following five Exchange-Traded Funds
(“ETFs”) which began trading on the NYSE pursuant to unlisted trading privileges on August 3, 2004 (see
Information Memo 04-41, dated August 2, 2004):

iShares® MSCI Brazil Index Fund (symbol EWZ)

iShares® MSCI Malaysia Index Fund (symbol EWM)

iShares® MSCI Pacific ex-Japan Index Fund (symbol EPP)

iShares® MSCI South Korea Index Fund (symbol EWY)

iShares® MSCI Taiwan Index Fund (symbol EWT)

In addition, this information Memo addresses due diligence and risk disclosure issues related to Funds traded
pursuant to unlisted trading privileges subject to this Information Memo and Information Memos 04-40 (dated
August 2, 2004) and 04-41.

As discussed further in the Funds’ prospectus, local restrictions on transfers of securities to and between
certain types of investors exist in Brazil, Malaysia, South Korea and Taiwan (the iShares MSCI Pacific ex-
Japan Index Fund holds shares of Malaysian, South Korean and Taiwanese companies). These restrictions
currently preclude “in kind” creations and redemptions of creation units of these Funds. Creations and
redemptions of creation units of the Funds therefore involve “for cash” transfers. In such cases, a Fund will
charge creation and redemption fees intended to offset the transfer and other transaction costs incurred
by the Funds, including market impact expenses (primarily associated with creation units for cash), related
to investing in or disposing of the basket of securities held by the Fund. With respect to these Funds, it is
possible that portfolio securities transactions by iShares, Inc. in the relevant local market for these Funds
could affect the prices of those portfolio securities at the times the Funds’ net asset values (“NAV”) are
calculated.

According to the Funds’prospectus, the NAV for EWM, EWY, and EWT will be calculated every trading day
normally as of 11:00 a.m. (Eastern Time). This is in contrast to the other iShares MSCI Index Funds, for
which the NAV is normally calculated at 4:00 p.m. (Eastern Time).

Additional information for these and other iShares Index Funds, including Fund performance and tracking
error, is available on the Funds’ iShares website, www.iShares.com.

Other Matters

Principal Risks of the Funds
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Interested persons are referred to discussion in the iShares, Inc. and iShares Trust prospectuses (available
at www.iShares.com) of principal risks common to iShares Index Funds based upon foreign stock Indexes.
These include market risk, foreign security risk, tracking error risk (factors causing a Fund’s performance to
not match the performance of the underlying Index), currency risk, emerging market risk, trading risk, (factors
that may result in trading prices that differ significantly from NAV) and other risks.

Due Diligence

Before a member, a member organization, or an employee or allied member thereof, recommends a
transaction in ETF shares, such person must exercise due diligence to learn the essential facts relative to the
customer pursuant to NYSE Rule 405, and must determine that the recommendation complies with all other
applicable NYSE and Federal rules and regulations. A person making such recommendation should have a
reasonable basis for believing, at the time of making the recommendation, that the customer has sufficient
knowledge and experience in financial matters that he or she may reasonably be expected to be capable of
evaluating the risks and any special characteristics of the recommended transaction, and is financially able to
bear the risks of the recommended transaction.

Questions concerning the matters discussed in this Memorandum may be addressed as follows:

General Questions on ETFs:

James P. McGowan (212) 656-2490 (Competitive Position Group)

Michael Cavalier (212) 656-2474 (Office of the General Counsel)

Questions on:

Due diligence

Stephen A. Kasprzak (Member Firm Regulation)

(212) 656-5226
 

Regina C. Mysliwiec

Senior Vice President

Market Surveillance
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August 9, 2004

  
New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 Member Firm Regulation

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER AND CHIEF COMPLIANCE OFFICER
AND CHIEF FINANCIAL OFFICER/PARTNER AND REGULATORY REPORTING DEPT.

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: BRANCH OFFICE REGISTRATION - REQUEST FOR COMMENT ON PROPOSED UNIFORM
BRANCH OFFICE REGISTRATION FORM (FORM BR)

Summary

The Exchange requests comment on a proposed new uniform branch office registration form (Form BR)
that will enable Exchange members and member organizations (“the membership”) to submit branch office
application information electronically to the Exchange, NASD, and states through the Central Registration
Depository (“CRD®” or “CRD system”). The membership will be able to use Form BR to submit information
that is currently furnished through the NYSE Branch Office Application form, Schedule E of Form BD, and
certain state branch office forms.

Request for Comment

The Exchange encourages all interested parties to submit written comments regarding the proposed form.
Members, member organizations, and other interested parties can submit their comments to the postal and/or
e-mail addresses below. Comments should be received by September 10, 2004.

William Jannace

Director — Rule & Interpretive Standards

New York Stock Exchange

20 Broad Street

New York, NY 10005

mfrcom@nyse.com

Persons submitting comments are encouraged to send a copy of those comments to NASD and the North
American Securities Administrators Association (NASAA), who are each soliciting comment on the proposed
Form BR from their members (please visit www.nasd.com and www.nasaa.org for more detailed information
on NASD and NASAA communications).

Background
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A working group composed of Exchange and NASD staff, and representatives of NASAA and states, has
developed the Form BR, a form for registering and seeking approval for branch offices. The proposed Form
BR will be a “uniform” form, similar to the Form U4 (Uniform Application for Securities Industry Registration
or Transfer) and the Form U5 (Uniform Termination Notice for Securities Industry Registration). As with
Forms U4 and U5, by electronically filing a single Form BR through CRD, the membership will be able to
update branch application information and seek approval for branch offices from the Exchange, NASD,

and states that require branch registration. 1   The proposed Form BR will reconcile inconsistencies among
existing branch office forms, eliminate duplicative questions, and elicit information to facilitate the branch
office registration/approval process. Form BR is intended to combine the current Exchange Branch Office
Application form, the existing state branch office forms, and Schedule E of Form BD (Uniform Application for

Broker-Dealer Registration). 2 

Previously, branch application information was submitted through the Exchange's Electronic Filing Platform
(EFP). Once the proposed Form BR becomes effective, branch office applications and amendments will
no longer be accepted or processed through EFP. Form BR information submitted through CRD will be
automatically transmitted to the NYSE branch office system, from which the Exchange will review branch
applications per its current protocol. The NYSE branch office system will then transmit approval/rejection
determinations directly back to CRD, where the membership may view them.

Some highlights of the proposed Form BR, which is attached as Exhibit A, are noted below:

Filing Types: The proposed Form BR will permit firms to make: (1) an “initial” filing (to apply for
approval of or report a branch office); (2) an “amendment” filing (to amend information previously filed);
and (3) a “closing/withdrawal” filing (to terminate a branch office registration and/or withdraw an initial
filing prior to approval by a state or selfregulatory organization).

NYSE Component: The proposed Form BR includes a section that solicits information exclusively from
NYSE members and member organizations, including certain branch office and office space-sharing
information.

Explanation of Terms: The proposed Form BR adopts, to the extent possible, the “Explained Terms”
used on the existing uniform forms. It also includes definitions of additional terms used in the context of
branch office registration and reporting, including “closing,” “person-in-charge,” “regular branch,” “small

branch,” “supervisor,” and “withdrawal.” 3 

Type of Entity: Consistent with the uniform form concept, the proposed Form BR will provide entities
with the opportunity to designate whether the branch office filing is being made on behalf of a broker-
dealer (“BD”) or an investment adviser (“IA”). This feature will enable the membership to register or
report IA branches in states that require such registration and reporting.

Other Business (DBA) Names/Types of Activities/Web Sites: This section of the proposed Form BR
will elicit the financial industry activities conducted at the branch office, names under which the branch
office is conducting business, and Web Site addresses used by the branch office.

Office Sharing Arrangements: The proposed Form BR allows for the submission of all information
elicited on both the Exchange's current Branch Office Application and Office Space-Sharing forms.
4   As noted above, some of this information will be exclusive to NYSE members and member
organizations. The protocol for submission of information regarding Office Sharing Arrangements
pursuant to NYSE Rule 343 will not change.

Integration with the CRD System

Form BR represents one component of a broader project to provide uniform branch office definitions and

registration procedures. 5   The integration of branch registration into CRD through proposed Form BR will
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create efficiencies for the membership by, among other things, making it easier to register branch offices
with the Exchange, NASD, and states, and to manage their ongoing responsibilities (e.g., changes and
withdrawals) regarding those branch office registrations. The membership will also benefit from centralized
on-line work queues, electronic notifications, and the ability to designate and identify the branch office where
a particular registered representative works. Additional CRD enhancements will provide what amounts to a

relational “link” between the Form BR and the Form U4. 6 

Request for Comment

The Exchange seeks comment on the proposed Form BR and the membership's ability to fulfill its registration
and reporting requirements relating to branch offices by electronically filing Form BR through CRD. The
Exchange is interested in whether the membership supports the use of CRD to register branch offices with
the Exchange, NASD, and states. The Exchange is also interested in the membership's views on the scope of
information collected on the proposed Form BR, and the clarity of the proposed form's instructions.

___________________________

Donald van Weezel

Vice President

Member Firm Regulation

Exibit A

Rev. Form BR (08/2005)

Uniform Branch Office Form

GENERAL INSTRUCTIONS

The Uniform Branch Office Form (Form BR) is the form used for branch office registration, notification, closing
or withdrawal. Broker-dealers and investment advisers must use this form to register or notice file their branch
offices in the appropriate jurisdictions and/or with SROs. These instructions apply to the filing of Form BR
electronically with the Central Registration Depository (“CRD®”). Filers submitting paper filings should read
the Special Instructions For Paper Filers (Jurisdictions Only) in conjunction with the other instructions to
the form. In addition, paper filers should contact the appropriate jurisdiction for specific filing instructions or
requirements.

Filers must answer all questions and submit all requested information, unless otherwise directed in
the Specific Instructions.

Upon request, you may be required to provide documents to clarify or support responses to the form.

An applicant is under a continuing obligation to promptly update Form BR whenever the information becomes
inaccurate or incomplete. Amendments must be filed electronically (unless the filer is an approved paper
filer) by promptly updating the appropriate section of Form BR. Note: The SROs and most jurisdictions
require that an amendment be filed not later than 30 days after the applicant learns of the facts and
circumstances giving rise to the amendment.

The New York Stock Exchange (NYSE) and some jurisdictions require approval of a branch office
before business can be conducted at a branch location.

Contact the appropriate SRO or jurisdiction, if you have questions about Form BR.

Electronic Filing Instructions
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A complete Form BR is required when the applicant is registering or notice filing a branch office with the CRD
system for the first time. All questions must be answered and all sections/fields requiring a response must be
completed before the filing will be accepted. The applicant must complete Section 9. Signature to certify that
Form BR and amendments thereto have been executed properly and that the information contained therein is
accurate and complete. To amend information, the applicant must update the appropriate Form BR sections.
A signed copy, with original signatures, of the initial Form BR filing and amendments thereto must be retained
by the applicant and be made available for inspection upon a regulatory request.

Special Instructions For Paper Filers (Jurisdictions Only)

Some jurisdictions may require a separate paper filing of Form BR. The applicant should contact the
appropriate jurisdiction(s) for specific filing requirements. Attach Section 9. Signature with original manual
signatures to an initial Form BR filing. Type all information. Provide the name of the applicant and the date
on each page. Use only the current version of Form BR, or a reproduction of the form. For an amendment
to Form BR, circle the number of any item for which you are changing your response. Complete Section 9.
Signature for all amendment filings.

The Sections of Form BR are as follows:

1. GENERAL INFORMATION
2. REGISTRATION/NOTICE FILING/TYPE OF OFFICE
3. OTHER BUSINESS (DBA) NAMES/TYPES OF ACTIVITIES/WEBSITES
4. OFFICE SHARING ARRANGEMENTS
5. ASSOCIATED INDIVIDUALS
6. NYSE BRANCH INFORMATION
7. BRANCH CLOSING
8. BRANCH WITHDRAWAL (PENDING APPLICATION)
9. SIGNATURE

SPECIFIC INSTRUCTIONS

Completing the Form BR

1. GENERAL INFORMATION

Applicant CRD Number Enter the applicant's CRD Number.

Applicant Name

Enter the applicant's complete name as listed on the Form BD or the Form ADV. Do not abbreviate, shorten,
or modify the applicant name in any way.

Address Street 1/Street 2

Enter the address where the applicant's principal place of business is physically located. A complete address
must be furnished. Post office boxes are not acceptable. You may enter additional identifying information in
Address Street 2, if necessary.

City

Enter the name of the city where the applicant's principal place of business is physically located.

State

Enter the name of the state where the applicant's principal place of business is physically located.

Country

Enter the country where the applicant's principal place of business is physically located.
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Postal Code

Enter the postal code where the applicant's principal place of business is physically located.

Firm Billing Code

Enter an optional firm branch designation established by the applicant. A firm billing code consists of up to
eight alpha/numeric characters. If the applicant does not use billing codes, leave this field blank.

NYSE Branch Code Number

A mandatory number selected by the applicant, unique to each of its locations, to identify an applicant's
branch office. The NYSE Branch Code Number can be up to fifteen alpha/numeric characters, and may be
the same as the Firm Billing Code.

CRD Branch Number

The CRD branch number is assigned by the CRD system to identify an applicant's branch office. If your
branch office or office of employment does not have a CRD branch number, leave this field blank.

Branch Address Street 1/Street 2

Enter the address where the branch office is physically located. A complete address must be furnished. Post
office boxes are not acceptable. You may enter additional identifying information in Branch Address Street 2,
if necessary.

City

Enter the name of the city where the branch office is physically located.

State

Enter the state where the branch office is physically located.

Country

Enter the name of the country where the branch office is physically located.

Postal Code

Enter the postal code where the branch office is physically located.

Branch Telephone Number

Enter the telephone number of the branch office.

Branch Facsimile Number

Enter the facsimile number of the branch office.

Private Residence Check Box

Check this box if the Branch Address is a private residence.
 

2. REGISTRATION/NOTICE FILING/TYPE OF OFFICE

Register/Notice File Branch with SRO/Jurisdiction

The CRD system will populate the applicable SRO and/or jurisdiction with which you are required to register
or notice file the branch office. If applicant is not required to register or notice file the branch office with an
SRO and/or jurisdiction, you may remove the registration request. If you remove the NYSE registration
request, you must select the box to acknowledge there is no registration requirement under NYSE rules.

Type of Branch Office Registration

If you are registering this branch with a jurisdiction select the type of registration you are seeking: Broker-
dealer and/or Investment Adviser.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

703

http://researchhelp.cch.com/License_Agreement.htm


NASD Office of Supervisory Jurisdiction

Answer yes if this branch office is an NASD Office of Supervisory Jurisdiction (OSJ). If no, indicate which OSJ
has supervisory responsibility over this branch.

NYSE Type of Office

Select the type of office as required by NYSE Rule 342. If small branch is selected, indicate the CRD branch
number, NYSE branch code number or Firm billing code of the supervising location.

Supervisor/Person-in-Charge

Enter all supervisors/persons-in-charge of the branch office.
 

3. OTHER BUSINESS (DBA) NAMES/TYPES OF ACTIVITIES/WEBSITES

Financial Industry Activities

Indicate the type(s) of financial industry activities conducted by the applicant at this office. Indicate any
other types of financial industry activities, business, or services conducted by any associated person of the
applicant at this branch.

Other Business Names

Enter all other names under which financial industry activities will be conducted by associated persons at this
branch, other than those names disclosed on applicant's Form BD and/or Form ADV.

Website Addresses

Enter all website addresses for this branch other than that of the applicant.
 

4. OFFICE SHARING ARRANGEMENTS

Indicate whether the branch office will have an office sharing arrangement by answering the questions and
providing any details if necessary in this section.
 

5. ASSOCIATED INDIVIDUALS

This section will only be completed for initial filings.

List all registered individuals, other than the supervisors/persons-in-charge listed in Section 2. Registration/
Notice Filing/Type of Office, that will be associated with the branch office upon the branch office's opening.
 

6. NYSE BRANCH INFORMATION

THIS SECTION SHOULD BE COMPLETED ONLY FOR NYSE BRANCH REGISTRATION

Anticipated Date of Opening

Enter the month, day, and year the branch office is anticipated to open and provide an explanation if the date
is prior to the date of application for registration.

Estimated Cost of Opening and Equipping Office

Enter the estimated cost for opening the office and provide an explanation if the amount is $0.00.

Estimated Number of Active Accounts

Enter the estimated number of active accounts.

Branch Office Acquired from another Broker-dealer or Other Financial Institution
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Indicate whether this branch office was acquired from another broker-dealer or other financial institution. If
yes, enter the name of the organization and date of the transaction.

Location of Books and Records if maintained elsewhere

Enter the location of the books and records for the branch office if they are maintained at a location other than
the branch office.

Name of Person Responsible for Annual Inspection

Enter the name of the partner or officer responsible for at least an annual inspection of the branch office if the
individual is not a registered representative.

Enter the CRD Number of the partner or officer responsible for at least an annual inspection of the branch
office if the individual is a registered representative.

NYSE Bulletin

Indicate whether the branch office should be listed in the NYSE Bulletin.

Address Street 1/Street 2 where NYSE Certificate should be sent

Enter the name and address where the certificate for the branch office should be sent. You may enter
additional identifying information in Office of Employment Address Street 2, if necessary.

City

Enter the name of the city where the certificate for the branch office should be sent.

State

Enter the state where the certificate for the branch office should be sent.

Country

Enter the country where the certificate for the branch office should be sent.

Postal Code

Enter the postal code where the certificate for the branch office should be sent.

NYSE OFFICE SHARING FORM

Complete this section pursuant to NYSE Rule 343 if the branch office will be shared with any other person.
 

7. BRANCH CLOSING

If you are closing a branch office registered with a jurisdiction, complete the following information.

Select the type of registration you are terminating: Broker-dealer and/or Investment Adviser.

Date operations ceased, or will cease, at the branch office

Enter the month, day, and year the branch closed or intends to close.

Location of Books and Records

Business Address Street 1/Street 2

Enter the address of the individual that can be contacted regarding information on the books and records for
the branch office. You may enter additional identifying information in Business Address Street 2, if necessary.

City

Enter the name of the city of the individual that can be contacted regarding information on the books and
records for the branch office.

State
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Enter the state of the individual that can be contacted regarding information on the books and records for the
branch office.

Country

Enter the country of the individual that can be contacted regarding information on the books and records for
the branch office.

Postal Code

Enter the postal code of the individual that can be contacted regarding information on the books and records
for the branch office.

Contact Name and Telephone Number

Name

Enter the name of the natural person that can be contacted regarding information on the books and records
for the branch office.

Daytime Telephone Number

Enter the daytime telephone number of the individual that can be contacted regarding information on the
books and records for the branch office.

NYSE Bulletin

Indicate whether the branch office closing should be listed in the NYSE Bulletin.
 

8. BRANCH WITHDRAWAL

If you are withdrawing a pending application, complete the following information:

Date of Withdrawal

Enter the month, day, and year of withdrawal.

Reason for Withdrawal

Enter the reason for withdrawal.

Contact Name and Telephone Number

Name

Enter the name of the natural person that can be contacted regarding information on the withdrawal of this
branch office.

Daytime Telephone Number

Enter the daytime telephone number of the individual that can be contacted regarding information on the
withdrawal of this branch office.
 

9. SIGNATURE

Please Read Carefully

All signatures required on this Form BR filing must be made in this section. A “signature” includes a manual
signature or an electronically transmitted equivalent. For purposes of an electronic form filing, a signature
is effected by typing a name in the designated signature field. By typing a name in this field, the signatory
acknowledges and represents that the entry constitutes in every way, use, or aspect, his or her legally binding
signature.
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Date. Enter the date that the application or amendment is being filed. Entries must be numeric (MM/DD/
YYYY). Future dates may not be entered in this section.

Signature of Appropriate Signatory. Enter the name of the Appropriate Signatory. The name must be
typed or printed (if paper filing) as it appears in signature form. By typing a name in this field, the signatory
acknowledges that this entry constitutes in every way, use, or aspect, his or her legally binding signature.

Name/Title/Telephone Number of Person Filing the Form. Enter the name, title, and telephone number of the
person filing the form. The name must be typed or printed as it appears in signature form.

EXPLANATION OF TERMS

The following definitions apply to terms that are italicized in Form BR.

APPLICANT — The broker-dealer or state registered investment adviser filing or amending this form.

APPROPRIATE SIGNATORY — The individual the applicant authorizes to execute the applicant's Form
BR on the applicant's behalf. The appropriate signatory must meet the criteria established, if any, by the
appropriate self-regulatory organization and/or jurisdiction.

CLOSING — An applicant's request to terminate a branch office registration when an applicant intends to
cease, or has ceased, operations at a branch office.

JURISDICTION — A state, the District of Columbia, the Commonwealth of Puerto Rico, the U.S. Virgin
Islands, or any subdivision or regulatory body thereof.

OFFICE OF SUPERVISORY JURISDICTION (OSJ) — A location as defined by NASD Rule 3010.

PERSON — An individual, partnership, corporation, trust, or other organization.

PERSON-IN-CHARGE — A natural person registered with an SRO who is physically located at the branch
office and who has been designated by the applicant to supervise the activities of the individuals working at
the branch office. The personin-charge is not required to be registered in a principal capacity.

REGULAR BRANCH — For purposes of registering with the New York Stock Exchange (NYSE) as a branch
office, a location that employs four or more individuals that are registered with the NYSE, and has an NYSE
approved branch office manager at that location.

SELF-REGULATORY ORGANIZATION (SRO) — Any national securities or commodities exchange or
registered securities association, or registered clearing agency.

SMALL BRANCH — For purposes of registering with the NYSE as a branch office, a location that employs
no more than three individuals that are registered with the NYSE.

SUPERVISOR — A natural person registered in a principal capacity with an SRO who is physically located
at an OSJ or who, for purposes of registering with the NYSE as a branch office, meets the requirements in
NYSE Rule 342.

WITHDRAWAL — An applicant's request to withdraw an initial Form BR filing prior to approval of the branch
office identified in that filing. Withdrawal applies only for jurisdictions/SROs that register branches.

 

FIRM NAME: CRD#:
 

1. GENERAL INFORMATION
 

 

WARNING: Failure to keep this form current and to file accurate supplementary information on
a timely basis, or the failure to keep accurate books and records or otherwise to comply with the
provisions of law applying to the conduct of business as a broker-dealer or investment adviser
would violate the federal securities laws selfregulatory organization rules and the laws of the
jurisdictions and may result in disciplinary, administrative, injunctive, or criminal action.
 

Applicant CRD #:
 

Name and principal place of business of firm filing this form:
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Applicant Name:
 

Street Address:
 

City: State: Country: Postal Code:
       

Firm Billing Code (Firm Branch Designation): NYSE Branch Code Number:
   

CRD Branch Number:
 

Branch Office Location
Branch Address Street 1:
 

Branch Address Street 2:
 

City: State: Country: Postal Code:
       

Branch Telephone Number: Branch Facsimile Number:
   

Private Residence Check Box:
If this address is a private residence, check this box. □
 

FIRM NAME: CRD#:
 

2. REGISTRATION/NOTICE FILING/TYPE OF OFFICE
 

 

Register/Notice File Branch with SRO/Jurisdiction:
□ NASD □ NYSE □ Jurisdiction: ________________
□ By unchecking NYSE registration and checking this box, applicant attests that it is not
required under NYSE rules to register this branch location with the NYSE.
 

Type of Branch Office Registration:
□ Broker-dealer □ Investment Adviser
 

Is this an NASD Office of Supervisory Jurisdiction (OSJ)?:
○ Yes ○ No
If no, which OSJ has supervisory responsibility over this branch?:
CRD Branch Number:
 

Firm Billing Code:
 

 

NYSE Type of Office:
○ Small Branch ○ Regular Branch
For an NYSE Small Branch, indicate the location from which this location is supervised:
 

CRD Branch Number:
 

NYSE Branch Code Number:
 

Firm Billing Code (Firm Branch Designation):
 

 

Is the supervisor/person-in-charge currently associated with the applicant?:
○ Yes ○ No
Any application submitted without a supervisor/person-in-charge is deemed an incomplete
application and may not receive final approval.

Supervisor / Person-In-Charge:
 

Name CRD# Type Disclosure SD Independent
Contractor Delete

 

□
 

□
 

 

FIRM NAME: CRD#:
 

3. OTHER BUSINESS (DBA) NAMES/TYPES OF ACTIVITIES/WEBSITES
 

 

Indicate the types of financial industry activities conducted by the applicant at this branch
(Check all that apply):
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□ Sales
□ Investment Advisory Services
□ Investment Banking
□ Research
□ Market Making
□ Back Office Operations
□ Underwriting
 

 

Indicate any other types of financial industry activities, business, or services conducted by
any associated person of the applicant at this branch (Check all that apply):
□ Accounting Services
□ Insurance
□ Sponsor or Syndicator of Limited Partnerships
□ Pension Consulting
□ Real Estate Broker or Dealer
□ Commercial Banking
□ Retail Banking
□ Other financial industry activities
If other, provide description:
 

 

 

 

 

Will any associated person of this branch office conduct any of the activities indicated
above at this branch office under any name other than those names disclosed on the
applicant's Form BD or Form ADV?:
○ Yes ○ No
I f yes, provide all other business names for this location:
 

Name Delete
 

□
 

□
 

 

Does this branch office have a website other than that of the applicant?:
○ Yes ○ No
If yes, provide the website address(es):
 

Website Address Delete
 

□
 

□
 

 

 

FIRM NAME: CRD#:
 

4. OFFICE SHARING ARRANGEMENTS
 

Does the branch office occupy or share space with or jointly market with a bank, savings
bank, savings association, credit union, or other federally insured depository institution?:
○ Yes ○ No
If yes, enter the name of the institution(s):
 

 

Is this a business location that will operate pursuant to a written agreement or contract
(other than an insurance agency agreement) with the main office?:
○ Yes ○ No
If yes, provide the name(s) of the entity(ies) and/or person(s) with whom the agreement or
contract was entered:
 

 

Will the business location operate pursuant to a written agreement or contract (other than
an insurance agency agreement) with the main office and deem 5% or more of its total
registered representatives to be “independent contractors” for tax purposes?:
○ Yes ○ No
 

Will the branch office have primary responsibility for decisions relating to the employment
and remuneration of its registered representatives?:
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○ Yes ○ No
 

Does applicant assume liability for its own expenses?:
○ Yes ○ No
 

Does any person other than the applicant have responsibility, directly or indirectly, for
paying the expenses of this branch office or otherwise have a financial interest in this
branch office or its activities?:
○ Yes ○ No
If yes, provide the following for each entity or person responsible for expenses or with a
financial interest:
 

Name Entity Type CRD# Registered
(Y/N) EIN Delete

 

□
 

□
 

□
 

 

FIRM NAME: CRD#:
 

5. ASSOCIATED INDIVIDUALS
 

 

Complete this section for initial filings only.
List all registered individuals other than Supervisor/Person-In-Charge that will be
associated with this branch:
 

Individual Name CRD# Disclosure SD Independent
Contractor

 

 

 

 

FIRM NAME: CRD#:
 

6. NYSE BRANCH INFORMATION
 

 

NYSE Rule 342(c) requires prior consent of each branch office location with each such lo-
cation having a qualified person-in-charge acceptable to the NYSE.
 

 

Complete the items in this section for initial filings only.
1. Anticipated Date of Opening:
 

If Anticipated Date of Opening is prior to the date the application is filed, explain:
 

2. What is the estimated cost of opening and equipping the new office?
$
 

If $0, explain:
 

3. What is the estimated number of active accounts to be serviced (if applicable)?
 

4. Has this branch office been acquired from
another broker/dealer or other financial
institution?

○ Yes ○ No

If yes, state the name of the organization:
 

Date of transaction:
 

 

Complete the following items on all filings.
5. Will Options Business be conducted from this
location? ○ Yes ○ No
If yes, enter the CRD number of the Series 4, Series 8, or Series 9/10 qualified individual
who is responsible for the supervision of the Options business at this location.
 

 

If both the Research and Investment Banking activities are indicated on the activity section
of this form answer the following questions:
6a. Shared Communication Capabilities

i. How is the applicant ensuring Information Barriers?
 

ii. Are there common printers or fax machines? ○ Yes ○ No
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iii. Are there different supervisors? ○ Yes ○ No
b. Are the doors locked? ○ Yes ○ No
c. Are the areas accessible to authorized staff members only? ○ Yes ○ No
d. Have all research and investment banking employees within the branch office been
advised of the rules and regulations governing their areas, and have they been properly
trained to ensure compliance? ○ Yes ○ No
 

7. Are any of the records pertaining to this office and/or to the personnel assigned thereto
maintained at any other location? ○ Yes ○ No
If yes, provide the location(s):
 

Address Telephone Number Delete
 

□
 

□
 

 

8. Is the officer or partner responsible for the inspection of this office at least annually a
registered representative?
○ Yes ○ No
If yes, provide CRD Number:
 

If no, provide individual name:
Last Name: First Name:
   

 

9. Name and address where branch office certificates will be sent:
Name:
 

Certificate Address Street 1
 

Certificate Address Street 2
 

City: State: Country: Postal Code:
       

 

10. Is this office to be listed in the NYSE Bulletin? ○ Yes ○ No
 

11. Will the office be shared with any other organization? ○ Yes ○ No
If Yes, complete the “ NYSE Office Space Sharing Form” to enter a description of how the
arrangement will comply with NYSE Rule343.
 

NYSE Office Space Sharing Form - Rule 343
 

Rule 343:
No office or foreign incorporated branch of an NYSE member or member organization shall be
jointly occupied with any other broker or dealer, investment advisor, or other person who conducts
a securities or commodities business with the public unless such member or member organization
submits, and receives NYSE approval of, an attestation that the office space sharing arrangement
conforms with Rule 343.
 

FIRM NAME: CRD#:
 

6. NYSE BRANCH INFORMATION - OFFICE SHARING
 

 

Name of Entity with whom the member or member organization applicant intends to share
space:
 

Name: CRD#:
   

 

 

A space sharing arrangement is permissible if it completely conforms to at least one of the
four descriptions outlined in the sections listed below. If the arrangement does not comply
with all provisions of any given section, check all applicable representations and include
any additional extenuating circumstances which may warrant approval of the arrangement
in the ‘comments’ dialogue box provided.
 

Select the type of arrangement under which the applicant is seeking approval by checking the
applicable box(es).
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1. □ As a clearing member organization we intend to furnish office space, telephone or other facilities to our
introducing non-clearing member organization.

—or—

2. We understand that a member or member organization may share office space with a broker or dealer,
investment advisor or other person who conducts a securities or commodities business with the public if
certain conditions are met. Accordingly, we attest that:

□ the arrangement is not contrary to the rules of any self-regulatory organization; and

□ there is little or no customer traffic in the office of either organization; and

□ sufficient separation exists to enable customers who do visit to identify the individual or organization with
which they are transacting business; and

□ employees can be clearly identified as to their respective employer; and

□ clearance has been obtained from the member organization's fidelity insurance carrier and auditors.

—or—

3. We understand that a member or member organization may share office space with another broker or
dealer, investment advisor or other person who conducts a securities or commodities business with the public
if certain conditions are met. Accordingly, we attest that:

□ such space is separated by ceiling-high solid walls; and

□ such space has direct access to a public hall, main corridor or street; and

□ the name of each organization is placed on the door to such space; and

□ there are no connecting doors or windows between the space to be jointly occupied; and

□ the names are not listed under the same telephone number, and the telephone number of the member is
not used on the letterhead or on any advertising of any other member or non-member. (Also see Rule 36.60)

—or—

4. □ We intend to share office space with a person who is neither a broker, a dealer, an investment advisor, or
who does not conduct a securities or commodities business with the public.

The proposed office space-sharing arrangement will be located on floor #:
 

Additional Comments:
 

 

FIRM NAME: CRD#:
 

7. BRANCH CLOSING
 

 

Date operations ceased or will cease at the branch office:
 

Location of Books and Records
Business Address Street 1:
 

Business Address Street 2:
 

City: State: Country: Postal Code:
       

Contact Name and Telephone Number
First Name: Last Name:
   

Daytime Telephone Number:
 

Is this office closing to be listed in the NYSE Bulletin? ○ Yes ○ No
 

 

FIRM NAME: CRD#:
 

8. BRANCH WITHDRAWAL
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Date of Withdrawal: Reason for Withdrawal:
   

Contact Name and Telephone Number
First Name: Last Name:
   

Daytime Telephone Number:
 

 

 

FIRM NAME: CRD#:
 

9. SIGNATURE
 

The undersigned certifies under penalty of perjury that he/she has executed this form on behalf
of, and with the authority of, the applicant. The undersigned and the applicant represent that the
information and statements contained herein, and all materials filed in connection with this form,
are current, true and complete. The undersigned and the applicant represent that the applicant
promptly will file any required amendments to this form. The undersigned and the applicant further
represent that to the extent any information previously submitted is not amended, such information
is currently accurate and complete. False statements on this application or any amendment thereto
shall constitute a violation of the rules of the applicable SRO(s) and/or jurisdiction(s) .

A “signature” includes a manual signature or an electronically transmitted equivalent. For purposes
of an electronic form filing, a signature is effected by typing a name in the designated signature field.
The applicant or applicant's agent has typed the applicant's name under this section to attest to the
completeness and accuracy of this record. By typing a name in this field, the signatory acknowledges
and represents that the entry constitutes in every way, use, or aspect, his or her legally binding
signature.

Signature of Appropriate Signatory:
 

Name of Person Filing Form:
 

Title of Person Filing Form:
 

Telephone Number of Person Filing Form:
 

Date:
 

 

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Currently, Connecticut, Florida, Nevada and Vermont have separate forms that firms must submit to
register a branch office in each of those states.

2  States that currently require branch office registration or reporting have indicated that they would use
the proposed Form BR for those purposes. SEC staff has indicated that it would consider endorsing the
proposed Form BR as a replacement for Schedule E of Form BD.

3  Some of these terms are used on the current NYSE Branch Office Application form.
4  This information will be consistent with information currently elicited on Schedule E of the Form BD.
5  Although adoption of the proposed Form BR is not dependent on the adoption of a uniform definition

of branch office, both the Exchange and NASD have submitted rule filings to the SEC proposing to
adopt a definition of branch office that is either identical or the same in all material respects (see SR-
NYSE-2002-34 and Amendment No.1 thereto).
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6  For example, while firms will continue to report changes to an individual registered person's branch office
assignment by filing an amended Form U4, they will also be able to report a new office of employment
address for multiple registered persons assigned to a particular branch office that has moved to a
new location by filing an amended Form BR (rather than filing multiple Form U4 amendments for the
registered persons affected). The Exchange and NASD expect to make the appropriate technical
changes to Form U4 to support this functionality and to facilitate the overall implementation of the branch
office registration project.
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August 5, 2004

  
New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 Member Firm Regulation

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER AND CHIEF FINANCIAL OFFICER/
PARTNER AND REGULATORY REPORTING DEPT.

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: RULE 440H ("TRANSACTION FEES") - REPOSITORY AND REMITTANCE REQUIREMENTS

Introduction

Rule 440H requires each member or member organization engaged in clearing or settling transactions
effected upon the Exchange to pay to the Exchange as a "Transaction Fee" a sum equal to the dollar amount

as prescribed in Section 31 of the Securities Exchange Act of 1934 (the "Exchange Act") 1   based on
the total aggregate dollar sales volume the member or member organization has reported monthly on its
Form 120-A. Information Memo No. 01-51, dated December 28, 2001, required each member or member

organization to use a "rounding up" formula to calculate the fee relative to each transaction. 2   Historically,
the funds collected by the Exchange from members and member organizations pursuant to Rule 440H were
remitted in their entirety to the Securities and Exchange Commission (the "Commission").

As a result of the Commission’s recent adoption of new Rule 31 3   regarding the calculation, payment, and
collection of Section 31 fees, the Exchange is taking this opportunity to clarify several issues relating to
members’ and member organizations’ responsibilities, procedures, method of calculation (including rounding),
preparation of Form 120-A, and submission of transaction fees to the Exchange pursuant to Rule 440H.

Changes Related to Section 31 - New Rule 31

On June 28, 2004, in Release No. 34-49928, 4   the Commission established new procedures that govern
the calculation, payment, and collection of fees and assessments on securities transactions owed by national
securities exchanges and national securities associations (collectively, “self-regulatory organizations”

or “SROs”) to the Commission pursuant to Section 31 of the Exchange Act. 5   New Rule 31, Form R31,
and temporary Rule 31T establish procedures for the calculation and collection of Section 31 fees and
assessments. Under these procedures, the Commission will for the first time exclusively perform the
calculation of fees and assessments. To make the calculation process more straightforward and easier
to understand, and to reduce the likelihood of errors due to inconsistent interpretation of Section 31, the
Commission will use a single, uniform methodology for all SROs.

Under the new procedures, each SRO must provide the Commission with data on its securities transactions.
The Commission will then calculate the amount of fees and assessments due based on the volume of these
transactions, and bill the SROs that amount. Temporary Rule 31T enables the Commission to calculate
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Section 31 fees and assessments using the new procedures for the whole of its fiscal year 2004. These
changes will be effective on August 6, 2004.

Rule 440H Transaction Fees

Rule 440H(1) sets forth the methodology by which members and member organizations must calculate the
aggregate dollar amount of securities sold on the Exchange and cleared or settled by them. This aggregate
dollar amount must continue to be reported every month in each member’s or member organization’s Form
120-A. Rule 440H(2) details the method of calculating the transaction fees that members and member
organizations must pay to the Exchange based on the aggregate dollar amounts reported on Form 120-A.

New Commission Guidance Regarding Customer Billing of Transaction Fees

In adopting Rule 31 to impose uniform procedures for the billing and collection of Section 31 fees, the
Commission stressed that Section 31 “does not address the manner or extent to which covered SROs may
seek to recover the costs of their Section 31 obligations from their members. Nor does Section 31 address
the manner or extent to which members of covered SROs may seek to pass any such charges on to their

customers.” 6   Therefore, the Commission concluded, the fees the SROs pass to their members, and the
fees members pass to their customers, “are not ‘ Section 31 Fees’ or ‘SEC Fees.’ Section 31 places no
obligation on members of covered SROs or their customers, and it is misleading to suggest that a customer

or an SRO member incurs an obligation to the Commission under Section 31.” 7   The Commission expressed

its belief that SRO “members should take prompt action to correct any such misperceptions.” 8   In light of its
commentary, it is clear that the Commission disapproves of the practice of naming fees in customers’ trade
confirmations “ Section 31 Fees” or “SEC Fees.”

Changes in Advice Contained in Information Memo No. 01-51 Regarding Billing Customers for Rule
440H Transaction Fees

Information Memo No. 01-51 included a section headed “Calculation of Fees – Rounding Up,” which
instructed members and member organizations to use a specific formula in the calculation of the fee
applicable to each transaction. Given the Commission’s new guidance, and because Rule 440H does not
dictate whether or how members or member organizations should charge customers to recover amounts paid
to the Exchange, members and member organizations should disregard the advice provided in the
"Calculation of Fees – Rounding Up" section of Information Memo No. 01-51.

Questions concerning this Information Memo may be addressed to:

Patrick Boyle – 212-656-2744 – pboyle@nyse.com

Jose Moncayo – 212-656-2914 – jmoncayo@nyse.com
 

Regina C. Mysliwiec

Senior Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  15 U.S.C. 78ee.
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2  Information Memo No. 01-51 states that "[i]n calculating the new fee for a transaction, one should
multiply the sale or principal amount of the transaction by the fee rate, which will be truncated at the
seventh place after the decimal point. The resulting figure should then be truncated at the fifth place after
the decimal point and rounded up to the next cent (if there is any remainder you should round up)." .

3  17 CFR 240.31.
4  See http://www.sec.gov/rules/final/34-49928.htm.
5  Section 31 provides that the Exchange and other national securities exchanges’ Commission fees will

be based on the aggregate dollar amount of sales of securities transacted on the exchange (Section
31(b)), that national securities associations’ fees will be based on the aggregate dollar amount of sales
of securities transacted by or through any member of the association otherwise than on a national
securities exchange (Section 31(c)), and that national securities exchanges are assessed for each
“round turn transaction” in a security future (Section 31(d)).

6  See http://www.sec.gov/rules/final/34-49928.htm, Section II.B.IV (“Reconciliation of Fees Paid to Funds
Collected by Covered SROs”).

7  Id.
8  Id.
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August 2, 2004

  
New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 Market Surveillance

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: TRADING IN FOURTEEN NEW EXCHANGE TRADED FUNDS

Subject to approval from the Securities and Exchange Commission, trading in the following 14 new foreign
Exchange-Traded Funds (“ETFs”) will begin on the NYSE on August 3, 2004:

iShares® S&P Europe 350 Index Fund (symbol IEV)

iShares® MSCI Australia Index Fund (symbol EWA)

iShares® MSCI Brazil Index Fund (symbol EWZ)

iShares® MSCI Germany Index Fund (symbol EWG)

iShares® MSCI Hong Kong Index Fund (symbol EWH)

iShares® MSCI Malaysia Index Fund (symbol EWM)

iShares® MSCI Mexico Index Fund (symbol EWW)

iShares® MSCI Pacific ex-Japan Index Fund (symbol EPP)

iShares® MSCI Singapore Index Fund (symbol EWS)

iShares® MSCI South Africa Index Fund (symbol EZA)

iShares® MSCI South Korea Index Fund (symbol EWY)

iShares® MSCI Taiwan Index Fund (symbol EWT)

iShares® MSCI United Kingdom Index Fund (symbol EWU)

iShares® MSCI EAFE Index Fund (symbol EFA)

This Information Memo reviews the various rules and policies applicable to trading in iShares funds based on
an equity index. For additional information regarding rules applicable to Exchange trading of ETFs, including
series of the iShares Trust, see Information Memo 03-52 (November 14, 2003).

Background Information on the Funds

Barclays Global Fund Advisors (the “Advisor”) is the investment advisor for the Funds and is registered under
the Investment Advisers Act of 1940. The Advisor is a wholly owned subsidiary of Barclays Global Investors,
N.A., which is in turn a wholly owned indirect subsidiary of Barclays Bank PLC of the United Kingdom. SEI
Investments Distribution Co. (the “Distributor”), a Pennsylvania corporation and broker-dealer registered
under the Securities Exchange Act of 1934 (the “Act”), is the principal underwriter and distributor of Creation
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Unit Aggregations (as defined below) of iShares. The distributor is not affiliated with the Exchange or the
Advisor. Investors Bank Trust Company is the administrator, custodian and transfer agent for each Fund.

The shares of the Funds are issued by iShares, Inc., except for iShares MSCI EAFE Index Fund and iShares
S&P Europe 350 Index Fund, which are issued by iShares Trust.

iShares S&P Europe 350 Index Fund

According to the Fund's prospectus, its investment objective is to provide results that correspond generally to
the price and yield performance, before fees and expenses, of the Standard & Poor's Europe 350 Index (the
“Europe 350 Index”). The Europe 350 Index measures the performance of the stocks of leading companies
in the following countries: Austria, Belgium, Denmark, Finland, France, Germany, Greece, Ireland, Italy,
Luxembourg, Netherlands, Norway, Portugal, Spain, Sweden, Switzerland and the United Kingdom. The
market capitalization of the constituent companies is adjusted to reflect only those stocks that are available
to foreign investors. The stocks in the Europe 350 Index are chosen for market size, liquidity, industry group
representation and geographic diversity. The Fund uses a representative sampling to try to track the Europe
350 Index.

iShares MSCI Australia Index Fund

According to the Fund's prospectus, its investment objective is to provide results that correspond generally
to the price and yield performance of publicly traded securities in the aggregate in the Australian market, as
measured by the MSCI Australia Index (the “Australia Index”). The Australia Index consists of stocks traded
primarily on the Australian Stock Exchange. According the the Fund's prospectus, the Australia Index's three
largest stocks were National Australia Bank, Commonwealth Bank of Australia and BHP Billiton Ltd. and its
three largest industries were banks, materials and media. The Fund uses a representative sampling strategy
to try to track the Australia Index.

iShares MSCI Brazil Index Fund

According to the Fund's prospectus, its investment objective is to provide results that correspond generally
to the price and yield performance of publicly traded securities in the aggregate in the Brazilian market,
as measured by the MSCI Brazil Index (the “Brazil Index”). The Brazil Index consists of stocks traded
primarily on the Bolsa de Valores de Sao Paulo. According to the Fund's prospectus, the Index's three largest
stocks were Petroleo Brasilerio SA-Pref, Petroleo Brasilerio SA and Companhia Vale do Rio Doce Class A
and its three largest industries were materials, energy and telecommunication services. The Fund uses a
representative sampling strategy to try to track the Brazil Index.

iShares MSCI Germany Index Fund

According to the Fund's prospectus, its investment objective is to provide results that correspond generally
to the price and yield performance of publicly traded securities in the aggregate in the German market,
as measured by the MSCI Germany Index (the “Germany Index”). The Germany Index consists of stocks
traded primarily on the Frankfurt Stock Exchange. According to the Fund's prospectus, the Germany Index's
three largest stocks were Siemens AG, Deutsche Bank AG and Deutsche Telekom AG and its three largest
industries were automobiles and components, capital goods and materials. The Fund uses a representative
sampling strategy to try to track the Germany Index.

iShares MSCI Hong Kong Index Fund

According to the Fund's prospectus, its investment objective is to provide results that correspond generally
to the price and yield performance of publicly traded securities in the aggregate in the Hong Kong market, as
measured by the MSCI Hong Kong Index (the “Hong Kong Index”). The Hong Kong Index consists of stocks
traded primarily on the Stock Exchange of Hong Kong Limited. According to the Fund's prospectus, the Hong
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Kong Index's three largest stocks were Hutchison Whampoa, Cheung Kong Holdings and Sun Hung Kai
Properties Ltd. and its three largest industries were real estate, capital goods and utilities. The Fund uses a
representative sampling strategy to try to track the Hong Kong Index.

iShares MSCI Malaysia Index Fund

According to the Fund's prospectus, its investment objective is to provide results that correspond generally
to the price and yield performance of publicly traded securities in the aggregate in the Malaysian market, as
measured by the MSCI Malaysia Index (the “Malaysia Index”). The Malaysia Index consists of stocks traded
primarily on the Kuala Lumpur Stock Exchange. According to the Fund's prospectus, the Malaysia Index's
three largest stocks were Malayan Banking, Telekom Malaysia and Tenaga Nasional and its three largest
industries were banks, capital goods and hotel restaurants and leisure. The Fund uses a representative
sampling strategy to try to track the Malaysia Index.

iShares MSCI Mexico Index Fund

According to the Fund's prospectus, its investment objective is to provide results that correspond generally
to the price and yield performance of publicly traded securities in the aggregate in the Mexican market,
as measured by the MSCI Mexico Index (the “Mexico Index”). The Mexico Index consists of stocks traded
primarily on the Mexican Stock Exchange. According to the Fund's prospectus, the Mexico Index's three
largest stocks were Telefonos Mexico L, America Movil L and Cemex Cpo. and its three largest industries
were telecommunications services, materials and food and staples retailing. The Fund uses a representative
sampling strategy to try to track the Mexico Index.

iShares MSCI Pacific ex-Japan Index Fund

According to the Fund's prospectus, its investment objective is to provide results that correspond generally
to the price and yield performance of publicly traded securities in the aggregate in the Australia, Hong Kong,
New Zealand and Singapore market, as measured by the MSCI Pacific Free ex-Japan Index (the “Pacific
ex-Japan Index”). According to the Fund's prospectus, the Pacific ex-Japan Index's three largest stocks
were National Australia Bank, Commonwealth Bank of Australia and BHP Billiton Ltd. and its three largest
industries were banks, materials and real estate. The Fund uses a representative sampling strategy to try to
track the Pacific ex-Japan Index.

iShares MSCI Singapore Index Fund

According to the Fund's prospectus, its investment objective is to provide results that correspond generally
to the price and yield performance of publicly traded securities in the aggregate in the Singaporean market,
as measured by the MSCI Singapore Index (the “Singapore Index”). The Singapore Index consists of stocks
traded primarily on the Singapore Stock Exchange. According to the Fund's prospectus, the Singapore
Index's three largest stocks were United Overseas Bank, DBS Group Holdings and OCBC Bank and its
three largest industries were banks, transportation and real estate. The Fund uses a representative sampling
strategy to try to track the Singapore Index.

iShares MSCI South Africa Index Fund

According to the Fund's prospectus, its investment objective is to provide results that correspond generally
to the price and yield performance of publicly traded securities in the aggregate in the South African market,
as measured by the MSCI South Africa Index (the “South Africa Index”). The South Africa Index consists of
stocks traded primarily on the Johannesburg Stock Exchange. According to the Fund's prospectus, the South
Africa Index's three largest stocks were Anglo American PLC, Sasol LTD and Gold Fields LTD and its three
largest industries were materials, insurance and banks. The Fund uses a representative sampling strategy to
try to track the South Africa Index.
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iShares MSCI South Korea Index Fund

According to the Fund's prospectus, its investment objective is to provide results that correspond generally
to the price and yield performance of publicly traded securities in the aggregate in the South Korean market,
as measured by the MSCI South Korea Index (the “South Korea Index”). The South Korea Index consists of
stocks traded primarily on the South Korean Stock Exchange. According to the Fund's prospectus, the South
Korea Index's three largest stocks were Samsung Electronics Co., Kookmin Bank and POSCO and its three
largest industries were semiconductor and semiconductor equipment, banks and telecommunication services.
The Fund uses a representative sampling strategy to try to track the South Korea Index.

iShares MSCI Taiwan Index Fund

According to the Fund's prospectus, its investment objective is to provide results that correspond generally
to the price and yield performance of publicly traded securities in the aggregate in the Taiwanese market,
as measured by the MSCI Taiwan Index (the “Taiwan Index”). The Taiwan Index consists of stocks traded
primarily on the Taiwan Stock Exchange. According to the Fund's prospectus, the Taiwan Index's three
largest stocks were Taiwan Semiconductor Mfg., United Microelectronics and Hon Hai Precision Industry Co.
and its three largest industries were semiconductors and semiconductor equipment, technology hardware and
equipment and materials. The Fund uses a representative sampling strategy to try to track the Taiwan Index.

iShares MSCI United Kingdom Index Fund

According to the Fund's prospectus, its investment objective is to provide results that correspond generally
to the price and yield performance of publicly traded securities in the aggregate in the British market, as
measured by the MSCI United Kingdom Index (the “United Kingdom Index”). The United Kingdom Index
consists of stocks traded primarily on the London Stock Exchange. According to the Fund's prospectus,
the United Kingdom Index's three largest stocks were BP, GlaxoSmithKline and Vodafone Group and its
three largest industries were banks, energy and pharmaceuticals and biotechnology. The Fund uses a
representative sampling strategy to try to track the United Kingdom Index.

iShares MSCI EAFE Index Fund

According to the Fund's prospectus, its investment objective is to provide results that correspond generally
to the price and yield performance, before fees and expenses, of the MSCI EAFE Index (the “EAFE Index”).
The EAFE Index has been developed by Morgan Stanley Capital International Inc. as an equity benchmark
for international stock performance. The EAFE Index includes stocks from Europe, Australia and the Far East.
The Fund will concentrate its investments in a particular industry or geographic region to approximately the
same extent the Index is so concentrated. The Fund uses a representative sampling strategy to try to track
the EAFE Index.

For a more complete description of the Funds and the Indexes, visit www.iShares.com. Fund fact sheets
providing information regarding the Funds' top holdings may be requested by calling 1-800-iShares.

Issuance of Creation Unit Aggregations

In General. Shares of the Funds will be issued on a continuous offering basis in groups of 50,000 shares or
more. These “groups” of shares are called “Creation Unit Aggregations”. The Funds will issue and redeem
Fund shares only in Creation Unit Aggregations. As with other open-end investment companies, Fund shares
will be issued at the net asset value (“NAV”) per share next determined after an order in proper form is
received.

IShares, Inc. and iShares Trust will cause to be made available daily the names and required number of
shares of each of the securities to be deposited in connection with the issuance of the Funds' shares in
Creation Unit size aggregations for the Funds, as well as information relating to the required cash payment
representing, in part, the amount of accrued dividends for the Funds.
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Hours of Trading

Trading in the Funds, with the exception of the iShares MSCI EAFE Index Fund and iShares S&P Europe 350
Index Fund, will be 9:30 a.m. until 4:00 p.m. The two mentioned funds will trade from 9:30 a.m. until 4:15 p.m.

Exchange Rules Applicable to the Trading of ETFs

Generally, the rules applicable to ETFs are applicable to these Funds since these Funds fall within the
definition of an Investment Company Unit, as provided in Paragraph 703.16 of the Listed Company Manual
and Exchange Rule 1100. See Information Memo Number 01-20 (July 31, 2001), which was issued in
connection with the UTP trading of the NASDAQ 100 Trustr (symbol QQQ), Standard and Poor's Depositary
Receiptsr (symbol SPY) and the Dow Industrials DIAMONDSr (symbol DIA).

The rules and policies as well as certain exemptions from the Securities Exchange Act of 1934 and NYSE
Rules are identical for these new Funds as they are for all other iShares funds based on an equity index
traded on the Exchange. These rules and policies are set forth in Information Memo 03-52 (November 14,
2003). This Memo is available on www.nyse.com/regulation.

Exemptive, Interpretive and No-Action Relief Under Federal Securities Regulations and NYSE Rules

The Securities and Exchange Commission (“SEC”) has issued exemptive, interpretive and no-action relief
from certain provisions of and rules under the Act regarding trading in the above-mentioned Funds. In
addition, the SEC has approved an Exchange interpretive position with respect to the Exchange's short sale
rule.

Short Sale Rules - Transactions in ETFs will not be subject to “tick” requirements of the short sale rule of the
Commission (Rule 10a-1) or the Exchange (Rule 440B). Short orders must be marked SHORT or SHORT
EXEMPT.

Regulation M Exemptions - Generally, Rules 101 and 102 of Regulation M prohibit any “distribution
participant” and its “affiliated purchasers” from bidding for, purchasing, or attempting to induce any person
to bid for or purchase, any security which is the subject of a distribution until after the applicable restricted
period, except as specifically permitted in Regulation M. The provisions of the Rules apply to underwriters,
prospective underwriters, brokers, dealers, and other persons who have agreed to participate or are
participating in a distribution of securities.

The SEC has granted an exemption from Rule 101 under Regulation M to permit persons participating
in a distribution of shares of the above-mentioned Funds to engage in secondary market transactions in
such shares during their participation in such a distribution. In addition, the SEC has granted relief under
Regulation M to permit persons who may be deemed to be participating in the distribution of shares of the
above-mentioned Funds (i) to purchase securities for the purpose of purchasing Creation Unit Aggregations
of Fund shares and to (ii) tender securities for redemption in Creation Unit Aggregations. Further, the SEC
has clarified that the tender of Fund shares to the Funds for redemption does not constitute a bid for or
purchase of any of the Funds' securities during the restricted period of Rule 101. The SEC has also granted
an exemption pursuant to paragraph (e) of Rule 102 under Regulation M to allow the redemption of Fund
shares in Creation Unit Aggregations during the continuous offering of shares.

Customer Confirmations for Creation or Redemption of Fund Shares (SEC Rules 10b-10) —Broker—dealers
who handle purchases or redemptions of Fund shares in Creation Unit size for customers will be permitted to
provide such customers with a statement of the number of Creation Unit Aggregations created or redeemed
without providing a statement of the identity, number and price of shares of the individual securities tendered
to the Fund for purposes of purchasing Creation Unit Aggregations (“Deposit Securities”) or the identity,
number and price of shares of to be delivered by the Trust to the redeeming holder (“Redemption Securities”).
The composition of the securities required to be tendered to the Fund for creation purposes and of the
securities to be delivered on redemption will be disseminated each business day and will be applicable to
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requests for creations or redemption, as the case may be, on that day. This exemptive relief under SEC Rule
10b-10 with respect to creations and redemptions is subject to the following conditions:

(1) Confirmations to customers engaging in creations or redemptions must state that all information required
by SEC Rule 10b-10 will be provided upon request;

(2) Any such request by a customer for information required by SEC Rule 10b-10 will be filed in a timely
manner, in accordance with Rule 10b-10(c);

(3) Except for the identity, number and price of shares of the component securities of the Deposit Securities
and Redemption Securities, as described above, confirmations to customers must disclose all other
information required by SEC Rule 10b-10(a).

SEC Rule 14e-5 —An exemption from Rule 14e-5 has been granted to permit any person acting as a dealer-
manager of a tender offer for a component security of the Funds to (1) redeem Fund shares in Creation Unit
Aggregations from the issuer that may include a security subject to such tender offer and (2) to purchase
Fund shares during such tender offer. In addition, a no-action position has been taken under Rule 14e-5 if a
broker-dealer acting as a dealer-manager of a tender offer for a security of the Fund purchases or arranges
to purchase such securities in the secondary market for the purpose of tendering such securities to purchase
one or more Creation Unit Aggregations of shares, if made in conformance with the following:

(i) such bids or purchases are effected in the ordinary course of business, in connection with a basket of 20 or
more securities in which any security that is the subject of a distribution, or any reference security, does not
comprise more than 5% of the value of the basket purchased; or

(ii) purchases are effected as adjustments to such basket in the ordinary course of business as a result of a
change in the composition of the underlying index; and

(iii) such bids or purchases are not effected for the purpose of facilitating such tender offer.

Section 11(d)(1); SEC Rules 11d1-1 and 11d1-2 - Section 11(d)(1) of the Exchange Act generally prohibits a
person who is both a broker and a dealer from effecting any transaction in which the broker-dealer extends
credit to a customer on any security which was part of a new issue in the distribution of which he participated
as a member of a selling syndicate or group within thirty days prior to such transaction. The SEC has
clarified that Section 11(d)(1) does not apply to broker-dealers that engage in both proprietary and customer
transactions in shares of the Funds in the secondary market but do not create Creation Unit Aggregations.
The Commission has also taken a noaction position under Section 11(d)(1) of the Exchange Act that
broker-dealers may treat shares of the Funds, for purposes of SEC Rule 11d1-2, as “securities issued by a
registered open-end investment company as defined in the Investment Company Act” and thereby extend
credit or maintain or arrange for the extension or maintenance of credit on shares that have been owned by
the persons to whom credit is provided for more than 30 days, in reliance on the exemption contained in the
rule.

SEC Rule 15c1-5 and 15c1-6 - The SEC has taken a no-action position with respect to Rule 15c1-5 and
Rule 15c1-6 as to the required disclosure of control by a broker or dealer with respect to creations and
redemptions of Fund shares and secondary market transactions therein.

Other Matters

Due Diligence —Pursuant to Exchange Rule 405, before a member, member organization, allied member
or employee thereof undertakes to recommend a transaction in ETF shares, such person must exercise due
diligence to learn the essential facts relative to the customer. If any recommendation is made with respect
to such shares, the person making the recommendation should have a reasonable basis for believing, at
the time of making the recommendation, that the customer has such knowledge and experience in financial
matters that he or she may reasonably be expected to be capable of evaluating the risks and any special
characteristics of the recommended transaction, and is financially able to bear the risks of the recommended
transaction.
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Certain Specialist Transactions in ETFs — Rule 460.10 generally precludes certain business relationships
between an issuer and the specialist in the issuer's securities. Exceptions in the Rule permit specialists in
ETF shares to enter into Creation Unit transactions through the Distributor to facilitate the maintenance of a
fair and orderly market. A specialist Creation Unit transaction may only be effected on the same terms and
conditions as any other investor, and only at the net asset value of the ETF shares. A specialist may acquire
a position in excess of 10% of the outstanding issue of the ETF shares, provided, however, that a specialist
registered in a security issued by an investment company may purchase and redeem the investment
company unit or securities that can be subdivided or converted into such unit, from the investment company
as appropriate to facilitate the maintenance of a fair and orderly market in the subject security.

Trading Halts - In order to halt the trading of an ETF, the Exchange may consider, among other things, factors
such as the extent to which trading is not occurring in underlying security(s) and whether other unusual
conditions or circumstances detrimental to the maintenance of a fair and orderly market are present. In
addition, trading in Fund shares is subject to trading halts caused by extraordinary market volatility pursuant
to Exchange Rule 80B.

Prospectus Delivery - Exchange members and member organizations are hereby informed that there is
a prospectus delivery requirement of the federal securities laws applicable to the Funds. Accordingly, an
investor must receive a prospectus prior to or concurrently with the confirmation of a transaction in the Funds.

Purchases and Redemptions in Creation Unit Size —Exchange members and member organizations are
hereby informed that procedures for purchases and redemptions of iSharesr in Creation Unit Size are
described in the relevant Fund prospectus and Statement of Additional Information, and that iSharesr are not
individually redeemable but are redeemable only in Creation Unit Size aggregations or multiples thereof.

Surveillance. Exchange surveillance procedures applicable to trading in the Funds are comparable to those
applicable to other Investment Company Units currently trading on the Exchange.

Questions concerning the matters discussed in this Memorandum may be addressed as follows:

General Questions on ETFs:

James P. McGowan (212) 656-2490 (Competitive Position Group)

Michael Cavalier (212) 656-2474 (Office of the General Counsel)

Questions on:

Due Diligence

Stephen A. Kasprzak (Member Firm Regulation)

(212) 656-5226

Exchange Rules

Donald Siemer (Market Surveillance)

(212) 656-6940
 

Regina C. Mysliwiec

Senior Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 04-40

Click to open document in a browser

August 2, 2004

  
New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 Market Surveillance

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: TRADING IN TEN NEW EXCHANGE TRADED FUNDS

Trading in the following 10 new Exchange-Traded Funds (“ETFs”) will begin on the NYSE on August 3, 2004:

iShares® S&P 500® Index Fund (symbol IVV)

iShares® S&P MidCap 400 TM Index Fund (symbol IJH)

iShares® S&P SmallCap 600 TM Index Fund (symbol IJR)

iShares® Russell 2000® Index Fund (symbol IWM)

iShares® Russell 2000 Growth Index Fund (symbol IWO)

iShares® Russell 2000 Value Index Fund (symbol IWN)

iShares® Russell 1000® Index Fund (symbol IWB)

iShares® Russell 1000 Growth Index Fund (symbol IWF)

iShares® Russell 1000 Value Index Fund (symbol IWD)

iShares® Cohen & Steers Realty Majors Index® Fund (symbol ICF)

This Information Memo reviews the various rules and policies applicable to trading in iShares funds based on
an equity index. For additional information regarding rules applicable to Exchange trading of ETFs, including
series of the iShares Trust, see Information Memo 03-52 (November 14, 2003).

Background Information on the Funds

Barclays Global Fund Advisors (the “Advisor”) is the investment advisor for the Funds and is registered under
the Investment Advisers Act of 1940. The Advisor is a wholly owned subsidiary of Barclays Global Investors,
N.A., a wholly owned indirect subsidiary of Barclays Bank PLC of the United Kingdom. SEI Investments
Distribution Co. (the “Distributor”), a Pennsylvania corporation and broker-dealer registered under the
Securities Exchange Act of 1934 (the “Act”), is the principal underwriter and distributor of Creation Unit
Aggregations (as defined below) of iShares. The distributor is not affiliated with the Exchange or the Advisor.
Investors Bank Trust Company is the administrator, custodian and transfer agent for each Fund.

iShares S&P 500 Index Fund

According to the Fund's prospectus, its investment objective is to provide results that correspond to the
price and yield performance, before fees and expenses, of the Standard & Poor's 500 Index (the “S&P 500
Index”). The S&P 500 Index measures the performance of the large-capitalization sector of the U.S. equity
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market. According to the Fund's prospectus, the S&P 500 Index includes approximately 79% of the market
capitalization of all publicly traded U.S. equity securities. The stocks in the S&P 500 Index are selected
according to the total market value of their outstanding shares. The Fund uses a replication strategy to try to
track the S&P 500 Index.

iShares S&P MidCap 400 Index Fund

According to the Fund's prospectus, its investment objective is to provide results that correspond to the
price and yield performance, before fees and expenses, of the Standard & Poor's MidCap 400 Index (the
“S&P MidCap 400 Index”). The S&P MidCap 400 Index measures the performance of the mid-capitalization
sector of the U.S. equity market. According to the Fund's prospectus, the S&P MidCap 400 Index includes
approximately 7% of the total market capitalization of all publicly traded U.S. equity securities. The stocks
in the S&P MidCap 400 Index have a market capitalization between $1 billion and $5 billion (which may
fluctuate depending on the overall level of the equity markets) and are selected for liquidity and industry group
representation. The Fund uses a replication strategy to try to track the S&P MidCap 400 Index.

iShares S&P SmallCap 600 Index Fund

According to the Fund's prospectus, its investment objective is to provide results that correspond generally
to the price and yield performance, before fees and expenses, of the Standard & Poor's SmallCap 600 Index
(the “S&P SmallCap 600 Index”). The S&P SmallCap 600 Index measures the performance of publicly traded
securities in the small capitalization sector of the U.S. equity market. According to the Fund's prospectus, the
S&P SmallCap 600 Index includes approximately 3% of the market capitalization of the U.S. equity market.
The Fund uses a replication strategy to try to track the S&P SmallCap 600 Index.

iShares Russell 2000 Index Fund

According to the Fund's prospectus, its investment objective is to provide results that correspond
generally to the price and yield performance, before fees and expenses, of the Russell 2000 Index (the
“Russell 2000 Index”). The Russell 2000 Index measures the performance of the small capitalization
sector of the U.S. equity market. According to the Fund's prospectus, the Russell 200 Index includes
approximately 7% of the total market capitalization of the Russell 3000 Index. The Russell 2000 Index is a
capitalization-weighted index of the approximately 2000 smallest companies in the Russell 3000 Index, which
represents approximately 11% of the total market capitalization of the Russell 3000 Index. The Fund uses a
representative sampling strategy to try to track the Russell 2000 Index.

iShares Russell 2000 Growth Index Fund

According to the Fund's prospectus, its investment objective is to provide results that correspond generally
to the price and yield performance, before fees and expenses, of the Russell 2000 Growth Index (the
“Russell 2000 Growth Index”). The Russell 2000 Growth Index measures the performance of the small
capitalization sector of the U.S. equity market. It is a subset of the Russell 2000 Index and according to the
Fund's prospectus, represents approximately 49% of the total market capitalization of the Russell 2000 with
higher price-to-book ratios and higher forecasted growth. The Fund uses a replication strategy to try to track
the Russell 2000 Growth Index.

iShares Russell 2000 Value Index Fund

According to the Fund's prospectus, its investment objective is to provide results that correspond generally
to the price and yield performance, before fees and expenses, of the Russell 2000 Value Index (the “Russell
2000 Value Index”). The Russell 2000 Value Index measures the performance of the small capitalization
sector of the U.S. equity market. It is a subset of the Russell 2000 Index. According to the Fund's prospectus,
the Russell 2000 Value Index represents approximately 51% of the total market capitalization of the
Russell 2000 Index. The Russell 2000 Value Index measures the performance of those Russell 2000 Index
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companies with lower price-tobook ratios and lower forecasted growth. The Fund uses a representative
sampling strategy to try to track the Russell 2000 Value Index.

iShares Russell 1000 Index Fund

According to the Fund's prospectus, its investment objective is to provide results that correspond generally
to the price and yield performance, before fees and expenses, of the Russell 1000 Index (the “Russell
1000 Index”). The Russell 1000 Index measures the performance of the large capitalization sector of the
U.S. equity market. The Russell 1000 Index includes approximately 80% of the market capitalization of all
publicly traded U.S. equity securities and is a capitalization-weighted index of the approximately 1,000 largest
companies in the Russell 3000 Index, representing approximately 93% of the total market capitalization of the
Russell 3000 Index. The Fund uses a replication strategy to try to track the Russell 1000 Index.

iShares Russell 1000 Growth Index Fund

According to the Fund's prospectus, its investment objective is to provide results that correspond generally to
the price and yield performance, before fees and expenses, of the Russell 1000 Growth Index (the “Russell
1000 Growth Index”). The Russell 1000 Growth Index measures the performance of the large capitalization
sector of the U.S. equity market. It is a subset of the Russell 1000 Index and, according to the Fund's
prospectus, represents approximately 50% of the total market capitalization of the Russell 1000 Index. The
Russell 1000 Growth Index measures the performance of those Russell 1000 Index companies with higher
price-to-book ratios and higher forecasted growth. The Fund uses a replication strategy to try to track the
Russell 1000 Growth Index.

iShares Russell 1000 Value Index Fund

According to the Fund's prospectus, its investment objective is to provide results that correspond generally
to the price and yield performance, before fees and expenses, of the Russell 1000 Value Index (the “Russell
1000 Value Index”). The Russell 1000 Value Index measures the performance of the large capitalization
value sector of the U.S. equity market. It is a subset of the Russell 1000 Index and, according to the Fund's
prospectus, represents approximately 50% of the total market capitalization of the Russell 1000 Index. The
Russell 1000 Value Index measures the performance of those Russell 1000 Index companies with lower
price-to-book ratios and lower forecasted growth. The Fund uses a replication strategy to try to track the
Russell 1000 Value Index.

iShares Cohen & Steers Realty Majors Index Fund

According to the Fund's prospectus, its investment objective is to provide results that correspond generally to
the price and yield performance, before expenses, of the Cohen & Steers Realty Majors Index (the “Cohen
& Steers Realty Majors Index”). The Cohen & Steers Realty Majors Index consists of selected Real Estate
Investment Trusts (“REITs”). The objective of the Cohen & Steers Realty Majors Index is to represent
relatively large and liquid REITs that may benefit from future consolidation and securitization of the U.S.
real estate industry. REITs are selected for inclusion in the Cohen & Steers Realty Majors Index based on
a rigorous review of several factors, including management, portfolio quality, and sector and geographic
diversification. The REITs for the Index must meet minimum market capitalization and liquidity requirements.
The Cohen & Steers Realty Majors Index is weighted according to the total market value of each REIT's
outstanding shares and is adjusted quarterly so that no REIT represents more than 8% of the Index. The
Fund uses a representative sampling strategy to try to track the Cohen & Steers Realty Majors Index.

For a more complete description of the Funds and the Indexes, visit www.iShares.com. Fund fact sheets
providing information regarding the Funds' top holdings may be requested by calling 1-800-iShares.

Issuance of Creation Unit Aggregations
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In General. Shares of the Funds will be issued on a continuous offering basis in groups of 50,000 shares or
more. These “groups” of shares are called “Creation Unit Aggregations”. The Funds will issue and redeem
Fund shares only in Creation Unit Aggregations. As with other open-end investment companies, Fund shares
will be issued at the net asset value (“NAV”) per share next determined after an order in proper form is
received.

Hours of Trading

Trading in the Funds will be until 4:15 p.m.

Exchange Rules Applicable to the Trading of ETFs

Generally, the rules applicable to ETFs are applicable to these Funds since these Funds fall within the
definition of an Investment Company Unit, as provided in Paragraph 703.16 of the Listed Company Manual
and Exchange Rule 1100. See Information Memo Number 01-20 (July 31, 2001), which was issued in
connection with the UTP trading of the NASDAQ 100 Trust® (symbol QQQ), Standard and Poor's Depositary
Receipts® (symbol SPY) and the Dow Industrials DIAMONDS® (symbol DIA).

The rules and policies as well as certain exemptions from the Securities Exchange Act of 1934 and NYSE
Rules are identical for these new Funds as they are for all other iShares funds based on an equity index
traded on the Exchange. These rules and policies are set forth in Information Memo 03-52 (November 14,
2003). This Memo is available on www.nyse.com/regulation.

Exemptive, Interpretive and No-Action Relief Under Federal Securities Regulations and NYSE Rules

The Securities and Exchange Commission (“SEC”) has issued exemptive, interpretive and no-action relief
from certain provisions of and rules under the Act regarding trading in the above-mentioned Funds. In
addition, the SEC has approved an Exchange interpretive position with respect to the Exchange's short sale
rule.

Short Sale Rules - Transactions in ETFs will not be subject to “tick” requirements of the short sale rule of the
Commission (Rule 10a-1) or the Exchange (Rule 440B). Short orders must be marked SHORT or SHORT
EXEMPT.

Regulation M Exemptions - Generally, Rules 101 and 102 of Regulation M prohibit any “distribution
participant” and its “affiliated purchasers” from bidding for, purchasing, or attempting to induce any person
to bid for or purchase, any security which is the subject of a distribution until after the applicable restricted
period, except as specifically permitted in Regulation M. The provisions of the Rules apply to underwriters,
prospective underwriters, brokers, dealers, and other persons who have agreed to participate or are
participating in a distribution of securities.

The SEC has granted an exemption from Rule 101 under Regulation M to permit persons participating
in a distribution of shares of the above-mentioned Funds to engage in secondary market transactions in
such shares during their participation in such a distribution. In addition, the SEC has granted relief under
Regulation M to permit persons who may be deemed to be participating in the distribution of shares of the
above-mentioned Funds (i) to purchase securities for the purpose of purchasing Creation Unit Aggregations
of Fund shares and to (ii) tender securities for redemption in Creation Unit Aggregations. Further, the SEC
has clarified that the tender of Fund shares to the Funds for redemption does not constitute a bid for or
purchase of any of the Funds' securities during the restricted period of Rule 101. The SEC has also granted
an exemption pursuant to paragraph (e) of Rule 102 under Regulation M to allow the redemption of Fund
shares in Creation Unit Aggregations during the continuous offering of shares.

Customer Confirmations for Creation or Redemption of Fund Shares (SEC Rule 10b-10) —Broker—dealers
who handle purchases or redemptions of Fund shares in Creation Unit size for customers will be permitted to
provide such customers with a statement of the number of Creation Unit Aggregations created or redeemed
without providing a statement of the identity, number and price of shares of the individual securities tendered
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to the Fund for purposes of purchasing Creation Unit Aggregations (“Deposit Securities”) or the identity,
number and price of shares of to be delivered by the Trust to the redeeming holder (“Redemption Securities”).
The composition of the securities required to be tendered to the Fund for creation purposes and of the
securities to be delivered on redemption will be disseminated each business day and will be applicable to
requests for creations or redemption, as the case may be, on that day. This exemptive relief under SEC Rule
10b-10 with respect to creations and redemptions is subject to the following conditions:

(1) Confirmations to customers engaging in creations or redemptions must state that all information required
by SEC Rule 10b-10 will be provided upon request;

(2) Any such request by a customer for information required by SEC Rule 10b-10 will be filed in a timely
manner, in accordance with SEC Rule 10b-10(c);

(3) Except for the identity, number and price of shares of the component securities of the Deposit Securities
and Redemption Securities, as described above, confirmations to customers must disclose all other
information required by SEC Rule 10b-10(a).

SEC Rule 14e-5 —An exemption from SEC Rule 14e-5 has been granted to permit any person acting as
a dealer-manager of a tender offer for a component security of the Funds to (1) redeem Fund shares in
Creation Unit Aggregations from the issuer that may include a security subject to such tender offer and (2)
to purchase Fund shares during such tender offer. In addition, a no-action position has been taken under
SEC Rule 14e-5 if a broker-dealer acting as a dealer-manager of a tender offer for a security of the Fund
purchases or arranges to purchase such securities in the secondary market for the purpose of tendering such
securities to purchase one or more Creation Unit Aggregations of shares, if made in conformance with the
following:

(i) such bids or purchases are effected in the ordinary course of business, in connection with a basket of 20 or
more securities in which any security that is the subject of a distribution, or any reference security, does not
comprise more than 5% of the value of the basket purchased; or

(ii) purchases are effected as adjustments to such basket in the ordinary course of business as a result of a
change in the composition of the underlying index; and

(iii) such bids or purchases are not effected for the purpose of facilitating such tender offer.

Section 11(d)(1); SEC Rules 11d1-1 and 11d1-2 - Section 11(d)(1) of the Exchange Act generally prohibits a
person who is both a broker and a dealer from effecting any transaction in which the broker-dealer extends
credit to a customer on any security which was part of a new issue in the distribution of which he participated
as a member of a selling syndicate or group within thirty days prior to such transaction. The SEC has
clarified that Section 11(d)(1) does not apply to broker-dealers that engage in both proprietary and customer
transactions in shares of the Funds in the secondary market but do not create Creation Unit Aggregations.
The Commission has also taken a noaction position under Section 11(d)(1) of the Exchange Act that
broker-dealers may treat shares of the Funds, for purposes of SEC Rule 11d1-2, as “securities issued by a
registered open-end investment company as defined in the Investment Company Act” and thereby extend
credit or maintain or arrange for the extension or maintenance of credit on shares that have been owned by
the persons to whom credit is provided for more than 30 days, in reliance on the exemption contained in the
rule.

SEC Rule 15c1-5 and 15c1-6 —The SEC has taken a no-action position with respect to Rule 15c1-5 and
Rule 15c1-6 as to the required disclosure of control by a broker or dealer with respect to creations and
redemptions of Fund shares and secondary market transactions therein.

Other Matters

Due Diligence —Pursuant to Exchange Rule 405, before a member, member organization, allied member or
employee of such member organization undertakes to recommend a transaction in ETF shares, such person
must exercise due diligence to learn the essential facts relative to the customer. If any recommendation
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is made with respect to such shares, the person making the recommendation should have a reasonable
basis for believing, at the time of making the recommendation, that the customer has such knowledge and
experience in financial matters that he or she may reasonably be expected to be capable of evaluating the
risks and any special characteristics of the recommended transaction, and is financially able to bear the risks
of the recommended transaction.

Certain Specialist Transactions in ETFs — Exchange Rule 460.10 generally precludes certain business
relationships between an issuer and the specialist in the issuer's securities. Exceptions in the Rule permit
specialists in ETF shares to enter into Creation Unit transactions through the Distributor to facilitate the
maintenance of a fair and orderly market. A specialist Creation Unit transaction may only be effected on
the same terms and conditions as any other investor, and only at the net asset value of the ETF shares. A
specialist may acquire a position in excess of 10% of the outstanding issue of the ETF shares, provided,
however, that a specialist registered in a security issued by an investment company may purchase and
redeem the investment company unit or securities that can be subdivided or converted into such unit, from
the investment company as appropriate to facilitate the maintenance of a fair and orderly market in the
subject security.

Trading Halts - In order to halt the trading of an ETF, the Exchange may consider, among other things, factors
such as the extent to which trading is not occurring in underlying security(s) and whether other unusual
conditions or circumstances detrimental to the maintenance of a fair and orderly market are present. In
addition, trading in Fund shares is subject to trading halts caused by extraordinary market volatility pursuant
to Exchange Rule 80B.

Prospectus Delivery - Exchange members and member organizations are hereby informed that there is
a prospectus delivery requirement of the federal securities laws applicable to the Funds. Accordingly, an
investor must receive a prospectus prior to or concurrently with the confirmation of a transaction in the Funds.

Purchases and Redemptions in Creation Unit Size —Exchange members and member organizations are
hereby informed that procedures for purchases and redemptions of iShares® in Creation Unit Size are
described in the relevant Fund prospectus and Statement of Additional Information, and that iShares® are not
individually redeemable but are redeemable only in Creation Unit Size aggregations or multiples thereof.

Surveillance. Exchange surveillance procedures applicable to trading in the Funds are comparable to those
applicable to other Investment Company Units currently trading on the Exchange.

Questions concerning the matters discussed in this memorandum may be addressed as follows:

General Questions on ETFs:

James P. McGowan (212) 656-2490 (Competitive Position Group)

Michael Cavalier (212) 656-2474 (Office of the General Counsel)

Questions on:

Due Diligence

Stephen A. Kasprzak (Member Firm Regulation)

(212) 656-5226

Exchange Rules

Donald Siemer (Market Surveillance)

(212) 656-6940

___________________________

Regina C. Mysliwiec
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Senior Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 04-39

Click to open document in a browser

August 2, 2004

  
New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 Market Surveillance

TO: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL DEPARTMENTS

SUBJECT: EXPIRATION OF SHORT EXEMPTION (EXCHANGE RULE 440B/ SEC RULE 10a-1)

Trading in seventeen (17) Holding Company Depositary Receipts RM (HOLDRs), a type of Trust Issued
Receipt ("TIR"), began on the NYSE on April 15, 2002 on an unlisted trading privileges ("UTP") basis. (See
Information Memo 02-15 (April 15, 2002)).

This memorandum serves as a reminder that the BDH (Broadband), WMH (Wireless), and TTH (Telecom)
HOLDRs are no longer exempt from the short sale rule of the Securities and Exchange Commission (SEC
Rule 10a-1) or the Exchange (Rule 440B) Therefore, any short sale of these securities must be made on a
"plus" or "zero plus" tick.

Questions concerning this memorandum may be addressed to Donald Siemer on (212) 656-6940 or Jeff
Rosenstrock on (212) 656-5499. General questions on Trust Issued Receipts may be addressed to Lorraine
Wang (Competitive Position Group) on (212) 656-5314.

___________________________

Regina C. Mysliwiec

Senior Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 04-38

Click to open document in a browser

July 26, 2004

  
New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 Member Firm Regulation

ATTENTION: COMPLIANCE, LEGAL, REGISTRATION AND TRAINING DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO RULES 342, 401, 408 AND 410 RELATING TO SUPERVISION AND
INTERNAL CONTROLS

On June 17, 2004, the Securities and Exchange Commission approved amendments (collectively,
the “Amendments”) to NYSE rules to strengthen the supervisory procedures and internal controls of

members and member organizations. 1   To allow sufficient time for the adoption and establishment of
necessary systems changes, an effective date of December 17, 2004 has been set for compliance with the
Amendments. However, good business practice suggests compliance with many of the provisions as soon as
possible.

The Amendments prescribe general standards with respect to internal controls via the addition of
paragraph .23 to NYSE Rule 342 (“Offices – Approval, Supervision and Control”). Other amendments to Rule
342 and its Interpretation, as well as amendments to Rule 401 (“Business Conduct”), Rule 408 (“Discretionary
Power in Customers' Accounts”), and Rule 410 (“Records of Orders”), are more specific in their focus and
have been developed in response to problems identified at member organizations in high-risk regulatory
areas. Amendment text is attached as Exhibits A through E.

SUPERVISION AND CONTROL

Rule 342(a) prescribes the general requirement that “[e]ach office, department or business activity of
a member or member organization (including foreign incorporated branch offices) shall be under the
supervision and control (italics added) of the member or member organization establishing it and of the
personnel delegated such authority and responsibility.” In this context, “supervision” refers to the ongoing,
day-to-day review of each business activity, pursuant to reasonably designed systems and procedures, to
ensure overall compliance with applicable Exchange rules and federal securities laws and regulations.

“Control,” in this context, refers to the development of these systems and procedures, and to the independent
oversight and testing of them to measure and maintain their effectiveness. Thus, internal controls typically
involve sampling of functions to test effectiveness and identify shortcomings, gaps, or other inefficiencies in
supervisory systems and procedures. Internal controls also involve ongoing reassessment of these functions
to determine whether they are serving their intended purpose (i.e., whether they have been updated to
address new or modified means of doing business). Internal controls should, therefore, be considered a
means by which the process of supervision is analyzed, tested, and refined.

The following describes the regulatory systems and procedures required by the Amendments and discusses
their intended purpose.
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INTERNAL CONTROLS – GENERAL REQUIREMENTS

New paragraph .23 of Rule 342 (see Exhibit A) builds upon the long-standing general requirement that
members and member organizations develop and maintain adequate controls over each of their business
activities. Paragraph .23 further requires that such controls include the establishment of procedures
to independently verify and test the supervisory systems and procedures for those business activities.
Members and member organizations are expected to make informed determinations that designated persons
responsible for verification and testing of business activities are sufficiently independent and qualified to do
so effectively. Persons who regularly perform the activities under review will not be considered sufficiently
independent for this purpose.

An ongoing analysis, based on appropriate risk criteria, may be employed to assess and prioritize those
business activities requiring independent verification and testing. A review of the efforts taken in this regard,
including a summary of tests conducted and significant exceptions identified, is required to be included in
the Annual Report prepared by each member not associated with a member organization and each member
organization pursuant to Rule 342.30.

In recognition of the fact that the “independent verification and testing” requirement may not be practical
or reasonable for certain business models, an exemption from this requirement is available to members or
member organizations that do not conduct a public business, or have a capital requirement of $5,000 or

less, 2   or employ 10 or fewer registered representatives. This exemption does not, however, provide relief
from the basic requirement that adequate controls over business activities be developed, established, and
effectively maintained.

SUPERVISION AND CONTROL – SPECIFIC REQUIREMENTS

The following amendments require that internal supervision and control policies and procedures be adopted
to address specific areas identified as being particularly susceptible to regulatory abuse, including the
supervision of producing sales managers, transmission of customer funds and securities, changes of
customer address, and changes in customer investment objectives.

It is recognized that no single approach to internal controls can be appropriate for all business models given
differences in organizational size, supervisory structure, scope of business activities, products offered,
location of branch offices, etc. Therefore, the controls established and implemented should reasonably
conform to the nature of the business conducted by each firm.

Supervision of Producing Sales Managers

New Rule 342.19 (see Exhibit A) requires the development and implementation of written policies and
procedures to independently supervise sales managers and other supervisory personnel who service
customer accounts (i.e., who act in the capacity of a registered representative). This requirement applies to
Branch Office Managers, Regional/District Sales Managers, or any person performing a similar supervisory
function. Such policies and procedures are expected to encompass all sales-related activities including,
but not limited to: new account approval, ongoing monitoring and review of customer account activity (for
suitability, unauthorized transactions, etc.), and prior approval of account designation changes (such as
“cancel and re-bills” and “order errors”) pursuant to Rule 410.

Rule 342.19 is intended to ensure that all customer account activity is monitored for compliance with
applicable regulatory requirements by persons who have no personal interest in such activity and to clarify
that managers may not review and “self-approve” their sales-related activities. As outlined below, the rule
consists of a set of general requirements, as well as provisions that allow for its reasonable application to
business models of limited size or resources.

General Requirements
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The general rule prescribed in paragraph 342.19(a) requires that supervisory reviews of Producing Sales
Managers be conducted by a qualified person, pursuant to Rule 342.13, who is either senior to, or otherwise
independent of, the Manager. An “otherwise independent” person is defined as one who:

1) neither directly nor indirectly reports to the Producing Manager under review; and

2) is situated in an office other than that of the Producing Manager under review; and

3) does not otherwise have supervisory responsibility over the activity being reviewed; and

4) alternates his/her review responsibility every two years or less.

Further, if a senior or otherwise independent person designated to review a Producing Manager receives an
override, or other income derived from that Producing Manager's customer activity, that represents more than
10% of the designated person's gross income derived from the member or member organization over the
course of a rolling twelve-month period, then the member or member organization must establish alternate
independent supervision of that Producing Manager to be conducted by a person, qualified pursuant to Rule
342.13, other than the designated person receiving the income.

Alternate Requirements for Small Firms

Rule 342.19(b) pertains only to those members and member organizations that, because of limitations in
size and/or resources, are without either a qualified person senior to the Producing Manager, or a qualified
person who meets all the requirements to be considered “otherwise independent” per Rule 342.19(a). For
example, the member or member organization may have only one office, or an insufficient number of qualified
personnel who can conduct reviews on a two-year rotation. In such situations, the reviews may be conducted
by a person, qualified pursuant to Rule 342.13, in compliance with Rule 342.19(a) to the extent practicable.

Documentation Required

A member or member organization relying on Rule 342.19(b) must document the factors used to determine
that compliance with each of the “seniority” or “independence” standards of Rule 342.19(a) is not possible,
and that the required supervisory systems and procedures in place with respect to any Producing Manager
comply with the provisions of Rule 342.19(a) to the extent practicable. A member or member organization
will be deemed not to be in compliance with Rule 342.19(b) if reasonable steps could have been taken
to more fully comply with Rule 342.19(a). For example, the review of a Producing Manager may not be
conducted by a qualified non-senior person in the Producing Manager's office if a qualified senior, or
otherwise independent, person is available in another office of the member or member organization.

Business Conduct: Transmission of Customer Funds and Securities/
Customer Changes of Address/Changes in Customer Investment Objectives

New Rule 401(b)(1) (see Exhibit B) clarifies that members and member organizations must, consistent
with their duty to adhere to principles of good business practice, maintain written policies, procedures, and
controls over the transmission (e.g., via wire, mail, hand-delivery, etc.) of customer funds and securities.
The amendments relate to certain specific types of transmissions based on their potential for abuse. These
include transmissions of funds or securities:

• from customer accounts to third party accounts (i.e., a transmittal that would result in a change of
beneficial ownership);

• from customer accounts to outside entities (e.g., banks, investment companies, etc.);
• from customer accounts to locations other than a customer's primary residence (e.g., a post office

box, “in care of” accounts, alternate addresses, etc.);
• between customers and registered representatives (including the hand delivery of checks).
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New Rule 401(b)(2) requires written policies, procedures, and controls to monitor customer changes of
address. The purpose of this amendment is to prevent delivery of confirmations, statements, and other
account-related documentation to non-authorized recipients.

New Rule 401(b)(3) requires written policies, procedures, and controls to monitor customer changes of
investment objectives.

The written policies and procedures required under (b)(1), (b)(2), and (b)(3) must include a means/method of
customer confirmation, notification, or follow-up that can be documented.

ADDITIONAL AMENDMENTS

The following amendments address and clarify regulatory issues that have arisen over time relating to the
exercise of “time-and-price” discretionary authority, the supervision of account designation changes, and the
standards of branch office inspection.

Time-and-Price Discretionary Power in Customers' Accounts

Amendments to Rule 408(d) (see Exhibit C) limit the authority of registered representatives to exercise

time-and-price discretion 3   over customer orders to the end of the business day on which the customer
granted such discretion - absent a specific, written, contrary indication (via mail, fax, or e-mail) signed and
dated by the customer. This limitation does not apply to time and price discretion exercised in “Institutional
Accounts” (as defined by the rule) pursuant to valid Good-Till-Cancelled instructions issued on a “not held”
basis. However, any exercise of time and price discretion must be reflected on the order ticket.

While Rule 408(d) previously allowed for the exercise of time-and-price discretion without written power of
attorney on orders for the purchase or sale of a definite amount of a specified security, it was silent on such
authority's length of effectiveness. The establishment of a specific time limitation eliminates uncertainty and
establishes a reasonable control in this regard. Note that any written request submitted by a customer for an
extension of time-andprice discretion beyond the day it was granted is still subject to the restrictions of Rule
408(d) and, as such, must indicate a definite amount of a specified security. Exercise of discretion beyond
this limitation would require an executed power of attorney.

Records of Orders: Account Designation Changes / Record Retention

Rule 410 requires members and member organizations to preserve a record of certain specified terms of
each order, and it prescribes procedures for administering changes in account name or designation on
previously executed orders. Previously, the provisions of Rule 410 applied only to orders transmitted or
carried to the NYSE Trading Floor. The application of the Rule has been expanded to all orders (sent to any
marketplace), not just those carried or transmitted to the Floor (see Exhibit D).

Additional amendments to Rule 410 are summarized as follows:

• New paragraph .10 specifies that, for purposes of Rule 410, a person designated under the
provisions of Rule 342(b)(1) to approve account name or designation changes must have passed
an appropriate qualifying examination acceptable to the Exchange such as the General Securities
Sales Supervisor Qualification Examination (“Series 9/10”), the Compliance Official Examination

(“Series 14”), or another sales supervisory examination. 4 
• Rule 410 has been misinterpreted by some as applying only to so-called “Cancel and Re-bill”

instances in which a trade is moved from one customer account to another, unrelated, customer
account. The amendments make clear that the provisions of the Rule apply to all account
designation changes, including changes between related accounts (e.g., from “Smith Trading
Account” to “Smith IRA” or from “Jones Cash Account” to “Jones Margin Account”) and to orders
cancelled and moved into an error account.
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• The amendments specifically require that the essential facts relied upon by the person approving
an account name or designation change be documented in writing and maintained with the related
order or other similar record for at least three years, the first two in an easily accessible place,

consistent with Securities Exchange Act Rule 17a-4. 5 

Annual Branch Office Inspection

Amendments to the Interpretation of Rule 342 require that persons who conduct a member organization's
annual branch office inspection must be independent of the direct supervision or control of the branch office
(i.e., not the Branch Office Manager, or any person who directly or indirectly reports to such Manager, or
any person to whom such Manager directly reports) (see Exhibit E). This clarification recognizes that an
independent, and therefore objective, perspective is best maintained by a person who has no interest in a
branch's “bottom line” and is outside of the branch's supervisory structure.

The Interpretation also now requires that annual branch office inspection programs include, at minimum,
testing and verification of specified internal controls including:

• Safeguarding of customer funds and securities,
• Maintaining books and records,
• Supervision of customer accounts serviced by Branch Office Managers,
• Transmittal of funds between customers and registered representatives and between customers

and third parties,
• Validation of customer address changes, and
• Validation of changes in customer account information.

In addition, the Interpretation now requires that written Exchange authorization of any alternative
arrangements to be employed in lieu of annual branch inspections must be kept on file for a minimum period
of three years.

Questions regarding this Information Memo may be directed to Stephen Kasprzak at (212) 656-5226.

Donald van Weezel

Vice President

Member Firm Regulation

Attachments

___________________________

Donald van Weezel

Vice President

Member Firm Regulation

Attachments

Exhibit A

Additions are Underscored

Deletions are [Bracketed]

Offices - Approval, Supervision and Control

Rule 342. (a) through (e) unchanged.

Supplementary Material:

.10 through .18 unchanged.
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.19 Supervision of Producing Managers. - Members and member organizations must develop and implement
written policies and procedures reasonably designed to independently review and supervise customer
account activity conducted by each Branch Office Manager, Sales Manager, Regional/District Sales Manager,
or by any person performing a similar supervisory function. Such supervisory reviews must be performed by a
qualified person pursuant to Rule 342.13 who:

a. is either senior to, or otherwise independent of, the Producing Manager under review. For purposes
of this Rule, an "otherwise independent" person: may not report either directly or indirectly to
the Producing Manager under review; must be situated in an office other than the office of the
Producing Manager; must not otherwise have supervisory responsibility over the activity being
reviewed; and must alternate such review responsibility with another qualified person every two
years or less. Further, if a person designated to review a Producing Manager receives an override
or other income derived from that Producing Manager's customer activity that represents more than
10% of the designated person's gross income derived from the member or member organization
over the course of a rolling twelve-month period, the member or member organization must
establish alternate senior or otherwise independent supervision of that Producing Manager to
be conducted by a qualified person, pursuant to Rule 342.13, other than the designated person
receiving the income.

b. If a member or member organization is so limited in size and resources that there is no qualified
person senior to, or otherwise independent of, the Producing Manager to conduct the reviews
pursuant to (a) above (for instance, the member or member organization has only one office, or
an insufficient number of qualified personnel who can conduct reviews on a two-year rotation), the
reviews may be conducted by a person, qualified pursuant to Rule 342.13, in compliance with (a) to
the extent practicable.

c. A member or member organization relying on (b) above must document the factors used to
determine that complete compliance with all of the provisions of (a) is not possible, and that the
required supervisory systems and procedures in place with respect to any Producing Manager
comply with the provisions of (a) to the extent practicable.

.20 through .22 unchanged.

.23 Internal Controls - Pursuant to paragraphs (a) and (b) of this Rule, members and member organizations
must develop and maintain adequate controls over each of its business activities. Such controls must provide
for the establishment of procedures for independent verification and testing of those business activities. An
ongoing analysis, based upon appropriate criteria, may be employed to assess and prioritize those business
activities requiring independent verification and testing. A review of each member's or member organization's
efforts with respect to internal controls, including a summary of tests conducted and significant exceptions
identified, must be included in the Annual Report required by .30 of this Rule.

The independent verification and testing procedures shall not apply to members and member organizations
that do not conduct a public business, or that have a capital requirement of $5,000 or less, or that employ 10
or fewer registered representatives.

(See also Rule 401(b))

.30 Annual Report.-By April 1 of each year, each member not associated with a member organization and
each member organization shall prepare, and each member organization shall submit to its chief executive
officer or managing partner, a report on the member 's or member organization's supervision and compliance
effort during the preceding year. The report shall include:

(a) A tabulation of the reports pertaining to customer complaints and internal investigations made to the
Exchange during the preceding year pursuant to Rules 351(d) and (e)(ii).
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(b) Identification and analysis of significant compliance problems, plans for future systems or procedures to
prevent and detect violations and problems, and an assessment of the preceding year's efforts of this nature,
and

(c) Discussion of the preceding year's compliance efforts, new procedures, educational programs, etc. in each
of the following areas:

i. Antifraud and trading practices,
ii. Investment banking activities,
iii. Sales practices,
iv. Books and records,
v. Finance and operations, [and]
vi. Supervision[.]

, and
vii. Internal controls.

If any of these areas do not apply to the member or member organization, the report

should so state.

 

Exhibit B

Additions are Underscored

 

Business Conduct

Rule 401. (a) Every member, allied member and member organization shall at all times adhere to the
principles of good business practice in the conduct of his or its business affairs.

(b) Each member and member organization shall maintain written policies and procedures, administered
pursuant to the internal control requirements prescribed under Rule 342.23, specifically with respect to the
following activities:

(1) Transmittals of funds (e.g., wires, checks, etc.) or securities:

i. from customer accounts to third party accounts (i.e., a transmittal that would result in a change of
beneficial ownership.);

ii. from customer accounts to outside entities (e.g., banks, investment companies, etc.);
iii. from customer accounts to locations other than a customer's primary residence (e.g., post office

box, "in care of" accounts, alternate address, etc.);
iv. between customers and registered representatives (including the hand-delivery of checks).

(2) Customer changes of address.

(3) Customer changes of investment objectives.

The policies and procedures required under (b)(1), (2), and (3) above must include a means/method of
customer confirmation, notification, or follow-up that can be documented.

Exhibit C

Additions are Underscored

 

 

Discretionary Power in Customers' Accounts

Rule 408 (a) through (c) unchanged.
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(d) The provisions of this rule shall not apply to discretion as to the price at which or the time when an order
given by a customer for the purchase or sale of a definite amount of a specified security shall be executed.
The authority to exercise time and price discretion will be considered to be in effect only until the end of the
business day on which the customer granted such discretion, absent a specific, written, contrary indication
signed and dated by the customer. This limitation shall not apply to time and price discretion exercised in
an institutional account pursuant to valid Good-Till-Cancelled instructions issued on a "not-held" basis. Any
exercise of time and price discretion must be reflected on the order ticket.

Supplementary Material:

.10 NO CHANGE

.11 For purposes of this rule, an "institutional account" shall mean the account of (i) a bank (as defined in
Section 3(a)(6) of the Securities Exchange Act of 1934), (ii) a savings association (as defined in Section 3(b)
of the Federal Deposit Insurance Act), the deposits of which are insured by the Federal Deposit Insurance
Corporation, (iii) an insurance company (as defined in Section 2(a)(17) of the Investment Company Act
of 1940), (iv) an investment company registered with the Securities Exchange Commission under the
Investment Company Act of 1940, (v) a state or a political subdivision thereof, (vi) a pension or profit sharing
plan, subject to ERISA, with more than $25,000,000 total assets under management, or of an agency of the
United States or of a political subdivision thereof, (vii) any person that has a net worth of at least forty-five
million dollars and financial assets of at least forty million dollars, or (viii) an investment adviser registered
under Section 203 of the Investment Advisers Act of 1940.

** * *

Exhibit D

Additions are Underscored

Deletions are [Bracketed]

 

Records of Orders

Rule 410. (a) Every member or [his] member organization must [shall] preserve for at least three years the
first two years in an easily accessible place, a record of:

[Transmitted to Floor

(1) Every order transmitted directly or indirectly by such member or organization to the Floor, which
record shall include the name and amount of the security, the terms of the order, the time when it was so
transmitted, and the time at which a report of execution was received.

Carried to the Floor]

[(2)] (1) every order received by such member or member organization, either orally or in writing, [and carried
by such member to the Floor,] which record must [shall] include the name and amount of the security, the
terms of the order, the time when it was so received and the time at [as] which a report of execution was
received.

[Entered Off Hours]

[(3)] (2) every order entered by such member or member organization into the Off-Hours Trading Facility
(as Rule 900 (Off-Hours Trading: Applicability and Definitions) defines that term), which record must [shall]
include the name and amount of the security, the terms of the order, the time when it was so entered, and the
time at which a report of execution was received.

[Cancellation]

[(4)] (3) the time of the entry of every cancellation of an order covered by (1)[,] and (2) [and (3)] above.

[By Accounts] Changes In Account Name or Designation
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Before any order covered by (1)[,] or (2) [or (3)] above is executed, there must [shall] be placed upon the
order slip or other similar record of the member[,] or [his] member organization the name or designation
of the account for which such order is to be executed. No change in such account name (including related
accounts) or designation (including error accounts) shall be made unless the change has been authorized
by [the] a member , [or another member,] allied member , or a person or persons designated under the
provisions of Rule 342(b)(1) . [in his organization who shall,] Such person must, prior to giving his or her
approval of [such] the account designation change, be personally informed of the essential facts relative
thereto and [shall] indicate his or her approval of such change in writing on the order or other similar record
of the member or member organization. The essential facts relied upon by the person approving the change
must be documented in writing and maintained with the order or other similar record for at least three years,
the first two in an easily accessible place as that term is used in Securities Exchange Act Rule 17a-4.

Exceptions

Under exceptional circumstances, the Exchange may upon written request waive the requirements contained
in (1), (2) and (3) above.

(b) Every order in any manner transmitted or carried to the Floor and [covered by (1) or (2) above to be]
executed pursuant to Section 11(a)(1)(G) of the Act and Rule 11a1-1(T) thereunder must [shall] be identified
in a manner that will enable the executing member to disclose to other members that the order is subject to
those provisions.

(See also Rules 112A.10 and 123A.45.)

.10 For purposes of this Rule, a person designated under the provisions of Rule 342(b)(1) to approve account
name or designation changes must pass an examination acceptable to the Exchange.

Exhibit E

Additions are Underscored

Deletions are [Bracketed]

 

INTERPRETATION

Rule 342 OFFICES - APPROVAL, SUPERVISION AND CONTROL

(a)(b)

/03Annual Branch Office Inspection

[At least annual b] Branch office inspections by members and member organizations are expected to be
conducted at least annually pursuant to this Rule, unless it has been demonstrated to the satisfaction of
the Exchange that because of proximity, special reporting or supervisory practice, other arrangements[,]
may satisfy the Rule's requirements. [certain offices may not warrant an annual inspection.] All required
inspections must be conducted by a person who is independent of the direct supervision or control of the
branch office (i.e., not the Branch Office Manager, or any person who directly or indirectly reports to such
Manager, or any person to whom such Manager directly reports). Written reports of these inspections , or the
written authorization of an alternative arrangement, are to be kept on file by the organization for a minimum
period of three years.

An annual branch office inspection program must include, but is not limited to, testing and independent
verification of internal controls related to the following areas:

1) Safeguarding of customer funds and securities,
2) Maintaining books and records,
3) Supervision of customer accounts serviced by Branch Office Managers,
4) Transmittal of funds between customers and registered representatives and between customers

and third parties,
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5) Validation of customer address changes, and
6) Validation of changes in customer account information.

 

For purposes of this interpretation, "annuall y" means once in a calendar year.

** * *

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Release No. 34-49882 (June 17, 2004); 69 FR 35108 (June 23, 2004) (File No. SR-NYSE-2002-36).
2  17 CFR 240.15c3-1.
3  Time-and-price discretion is authority granted by a customer to a registered representative that allows

the representative to exercise judgment, based on prevailing market conditions, as to when and at what
price to execute a buy or sell order given by the customer with respect to a definite amount of a specified
security.

4  The Exchange recognizes the General Securities Principal Examination ("Series 24") if taken and
passed after July 1, 2001. However, the Series 24 Examination does not qualify one to supervise options
or municipal securities sales activity. See NYSE Information Memo Number 02-51, dated November 12,
2002.

5  17 CFR 240.17a-4.
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July 26, 2004

  
New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 Market Surveillance

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ORDER TRACKING SYSTEM - RULE 132B - EXCEPTION FOR BONDS

The Securities and Exchange Commission has approved an amendment to New York Stock Exchange Rule
132B (Order Tracking Requirements) to eliminate the requirement to capture order information for listed
bonds. The text of the amended rule is attached as Exhibit A.

Rule 132B prescribes requirements and procedures with respect to orders in any security listed on the
Exchange received or originated by a member or member organization. It requires a member or member
organization to immediately record data elements as detailed in the rule. If an order is transmitted to another
member or member organization or is transmitted to another department of the same member, or is modified
or cancelled, information detailed in the Rule must be recorded. Additionally, the recipient of the order must
record the order details as provided in the rule.

Transactions in listed bonds on the Exchange are conducted through the Automated Bond System® which
electronically captures order and execution details of each bond trade providing an audit trail for each bond
trade. These requirements are comparable to the requirements of Rule 132B.

Questions concerning this memorandum may be addressed to Donald Siemer on (212) 656-6940 or Jeff
Rosenstrock on 212-656-5499.

___________________________

Regina C. Mysliwiec

Senior Vice President

Market Surveillance

Attachments

EXHIBIT A

Additions underscored

Order Tracking Requirements

Rule 132B

With respect to any security listed on the New York Stock Exchange except bonds, each member and
member organization shall:

(Remainder of rule unchanged)

** ** *
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July 6, 2004

  
New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 Arbitration

ATTENTION:CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Voluntary Supplemental Procedures for Selecting Arbitrators

The Exchange, on June 9, 2004, filed with the Securities and Exchange Commission (the “SEC”) for
immediate effectiveness, an additional extension, through January 31, 2005, of the Voluntary Supplemental
Procedures for Selecting Arbitrators (the “Voluntary Procedures”). The Voluntary Procedures, which relate
to alternative methods for selecting arbitrators to serve on cases, were originally implemented on a two-year
pilot basis on August 1, 2000. Upon expiration, the Exchange renewed the pilot for an additional two years
through July 31, 2004.

The Exchange currently has several methods by which arbitrators are assigned to cases, including the
traditional method whereby Exchange staff appoints arbitrators to cases. The Voluntary Procedures allow
parties to select arbitrators under three alternative methods. The first alternative is the Random List Selection
method by which the parties are provided randomly generated lists of public and securities classified
arbitrators. The parties have ten days to strike and rank the names on the lists. Based on mutual ranking of
the lists, the highest-ranking arbitrators are invited to serve on the case. If a panel cannot be generated from
the first list, a second list is generated, with three potential arbitrators for each vacancy, and one peremptory
challenge available to each party for each vacancy. If vacancies remain after the second list has been
processed, arbitrators are then randomly assigned to serve, subject only to challenges for cause.

The second alternative method is entitled Enhanced List Selection, in which six public and three securities
classified arbitrators are selected by staff, based on their qualifications and expertise. The lists are then sent
to the parties. The parties have a limited number of strikes to use and are required to rank the arbitrators not
stricken. Based on mutual ranking of the lists, the highestranking arbitrators are invited to serve on the case.

In addition, as a third alternative, the parties may agree on their own procedures for selecting arbitrators. The
parties must all agree to use one of the alternative methods. Absent such agreement, the traditional method
is used.

The Exchange has also filed with the SEC proposed amendments to Rule 607, which would make a variation
of the Voluntary Procedures permanent. The Voluntary Procedures pilot has been renewed for an additional
6 months (or less if the SEC approves the proposed amendments to Rule 607 prior to the expiration of the 6
months).

Any questions about the Voluntary Procedures may be directed to Karen Kupersmith, Director of Arbitration,
at 212-656-4865.

___________________________
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Daniel Beyda

Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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July 1, 2004

  
New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 Market Surveillance

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW RULE 80A COLLARS AND RULE 80B CIRCUIT BREAKER LEVELS FOR THIRD
QUARTER 2004

EFFECTIVE JULY 1, 2004 through SEPTEMBER 30, 2004

• Rule 80A restrictions on index arbitrage trading in component stocks of the S&P 500 Stock Price Index sm *  

will be imposed when the Dow Jones Industrial Average sm **   (“DJIA”) is above or below its closing value on
the previous trading day by:

200 points or more

• Rule 80A restrictions will be removed when the DJIA is above or below its closing value on the previous
trading day by:

100 points or less

• Index arbitrage order entry restrictions will be re-imposed each time the DJIA advances or declines 200
points from the prior day's close.

• Rule 80B trading halts will be triggered when the DJIA declines below its closing value on the previous
trading day by:

1050 points (Level 1)

2050 points (Level 2)

3100 points (Level 3)

Rule 80A

Whenever Rule 80A collars are in effect due to a decline in the DJIA, all index arbitrage orders to sell any
component stock of the S & P 500 Stock Price Index must be marked “sell plus”; and whenever the collars
are in effect due to an advance in the DJIA, all index arbitrage orders to buy must be marked “buy minus”.

Rule 80B

Whenever a Rule 80B circuit breaker is in effect, trading in all stocks on the Exchange will halt for the time
periods specified below.

Level 1 Halt

a) before 2:00 p.m. - one hour;
b) at 2:00 p.m. or later but before 2:30 p.m. - 30 minutes;
c) at 2:30 p.m. or later - trading shall continue, unless there is a Level 2 Halt.
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Level 2 Halt

a) before 1:00 p.m. - two hours;
b) at 1:00 p.m. or later but before 2:00 p.m. - one hour;
c) at 2:00 p.m. or later - trading shall halt and not resume for the remainder of the day.

Level 3 Halt

at any time - trading shall halt and not resume for the remainder of the day.

A complete discussion of the calculation of trigger values for Rule 80A and Rule 80B was published in
Information Memo No. 99-8, dated February 12, 1999 and Information Memo No. 98-15, dated April 13, 1998,
respectively.

Questions concerning these matters may be addressed to Nancy Reich-Jenkins at (212) 656-2475 or Donald
Siemer at (212) 656-6940.

___________________________

Regina C. Mysliwiec

Senior Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

*  "Standard & Poor's 500 Stock Price Index" is a service mark of Standard & Poor's Corporation.
**  "Dow Jones Industrial Average" is a service mark of Dow Jones & Company, Inc.
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July 1, 2004

  
New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 Market Surveillance

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: TRADING OF ISHARES OF MORNINGSTAR FUNDS

Trading in the following nine new Exchange-Traded Funds (“ETFs”) will begin on the NYSE on July 2, 2004:

iShares® Morningstar Large Core Index Fund (symbol JKD)

iShares® Morningstar Large Growth Index Fund (symbol JKE)

iShares® Morningstar Large Value Index Fund (symbol JKF)

iShares® Morningstar Mid Core Index Fund (symbol JKG)

iShares® Morningstar Mid Growth Index Fund (symbol JKH)

iShares® Morningstar Mid Value Index Fund (symbol JKI)

iShares® Morningstar Small Core Index Fund (symbol JKJ)

iShares® Morningstar Small Growth Index Fund (symbol JKK)

iShares® Morningstar Small Value Index Fund (symbol JKL)

This information memo reviews the various rules and policies applicable to trading in iShares® funds based
on an equity index. For additional information regarding rules applicable to Exchange trading of ETFs,
including series of the iShares Trust, see Information Memo 03-52 (November 14, 2003).

Background Information on the Funds

Barclays Global Fund Advisors (the “Advisor”) is the investment advisor for the Funds and is registered under
the Investment Advisers Act of 1940. The Advisor is a wholly owned subsidiary of Barclays Global Investors,
N.A., which is in turn a wholly owned indirect subsidiary of Barclays Bank PLC of the United Kingdom. SEI
Investments Distribution Co. (the “Distributor”), a Pennsylvania corporation and broker-dealer registered
under the Securities Exchange Act of 1934 (the “Act”), is the principal underwriter and distributor of Creation
Unit Aggregations (as defined below) of iShares. The distributor is not affiliated with the Exchange or the
Advisor. Investors Bank & Trust Company is the administrator, custodian and transfer agent for each Fund.

iShares Morningstar Large Core Index Fund

According to the Fund's prospectus, its investment objective is to provide investment results that correspond
generally to the price and yield performance, before fees and expenses, of the Morningstar Large Core
Index (the “Large Core Index”). The Large Core Index measures the performance of those companies in the
large-capitalization sector (as defined by the Large Core Index as the stocks that form the largest 70% of the
market capitalization of the stocks eligible to be included in the Large Core Index) of the U.S. equity market
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that Morningstar determines to have relatively low prices per share given anticipated earnings, book value,
cash flow, sales and dividends. The securities in the Large Core Index, approximately 90, represent liquid
U.S.-domiciled stocks that trade publicly on the NYSE, the AMEX or Nasdaq.

According to the Fund's prospectus, in seeking to achieve its investment objective, the Fund selects the
Large Core Index components using a rules-based methodology. Stocks in the Large Core Index are
weighted according to the total number of shares that are publicly owned and available for trading. Generally,
stocks with a higher number of publicly traded shares generally have a higher weighting within the Large Core
Index. The Fund uses a representative sampling strategy to try to track the Large Core Index.

iShares Morningstar Large Growth Index Fund

According to the Fund's prospectus, its investment objective is to provide investment results that correspond
generally to the price and yield performance, before fees and expenses, of the Morningstar Large Growth
Index (the “Large Growth Index”). The Large Growth Index measures the performance of those companies
in the largecapitalization sector (as defined by the Large Growth Index as those stocks that form the largest
70% of the market capitalization of the stocks eligible to be included in the Large Growth Index) of the U.S.
equity market that Morningstar determines to have “growth” characteristics. The securities, approximately
77, are drawn from the pool of liquid, U.S.-domiciled stocks that trade publicly on the NYSE, the AMEX or
Nasdaq.

According to the Fund's prospectus, in seeking to achieve its investment objective, the Fund selects
the Large Growth Index components using a rules-based methodology. Generally, stocks with a higher
number of publicly traded shares have a higher weighting within the Large Growth Index. A stock's “growth
characteristic” is determined by assigning a score based on growth factors, such as long-term projected
earnings growth, historic earnings growth, sales growth, cash flow growth and book value growth. Generally,
stocks with a higher number of publicly traded shares generally have a higher weighting within the Index. The
Fund uses a representative sampling strategy to try to track the Large Growth Index.

iShares Morningstar Large Value Index Fund

According to the Fund's prospectus, its investment objective is to provide investment results that correspond
generally to the price and yield performance, before fees and expenses, of the Morningstar Large Value
Index (the “Large Value Index”). The Large Value Index measures the performance of those companies in
the large-capitalization sector (as defined by the Large Value Index as the stocks that form the largest 70%
of the market capitalization of the stocks eligible to be included in the Large Value Index) of the U.S. equity
market that Morningstar determines to have “value” characteristics. The securities in the Large Value Index,
approximately 90, represent liquid U.S.- domiciled stocks that trade publicly on the NYSE, the AMEX or
Nasdaq.

According to the Fund's prospectus, in seeking to achieve its investment objective, the Fund selects the
Large Value Index components using a rules-based methodology. Generally, stocks with a higher number of
publicly traded shares have a higher weighting within the Large Value Index. A stock's “value characteristic”
is determined by assigning a score based on value factors such as price to projected earnings, price to book,
price to sales, price to cash flow and dividend yield. The Fund uses a representative sampling strategy to try
to track the Large Value Index.

iShares Morningstar Mid Core Index Fund

According to the Fund's prospectus, its investment objective is to provide investment results that correspond
generally to the price and yield performance, before fees and expenses, of the Morningstar Mid Core Index
(the “Mid Core Index”). The Mid Core Index measures the performance of those companies in the mid-
capitalization sector (as defined by the Mid Core Index as those stocks that form 20% of market capitalization
between the 70 th and 90 th percentile of the market capitalization of stocks eligible to be included in the Mid
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Core Index) of the U.S. equity market that Morningstar has determined have relatively low prices per share
given anticipated earnings, book value, cash flow, sales and dividends. Mid Core Index constituents are
drawn from the pool of liquid, U.S.-domiciled stocks that trade publicly on the NYSE, the AMEX or Nasdaq.

According to the Fund's prospectus, in seeking to achieve its investment objective, the Fund selects the Mid
Core Index components using a rules-based methodology. Stocks in the Mid Core Index (approximately 241
stocks) are weighted according to the total number of shares that are publicly owned and available for trading.
Generally stocks with a higher number of publicly traded shares have a higher weighting within the Index. The
Fund uses a representative sampling strategy to try to track the Mid Core Index.

iShares Morningstar Mid Growth Index Fund

According to the Fund's prospectus, its investment objective is to provide investment results that correspond
generally to the price and yield performance, before fees and expenses, of the Morningstar Mid Growth
Index (the “Mid Growth Index”). The Mid Growth Index measures the performance of those companies in
the mid-capitalization sector (as defined by the Mid Growth Index as those stocks that form 20% of market
capitalization between the 70 th and 90 th percentile of the market capitalization of stocks eligible to be
included in the Mid Growth Index) of the U.S. equity market that Morningstar determines to have “growth”
characteristics. The securities, approximately 242, are drawn from a pool of liquid U.S.-domiciled stocks that
trade on the NYSE, the AMEX or Nasdaq.

According to the Fund's prospectus, in seeking to achieve its investment objective, the Fund selects the
Mid Growth Index components using a rules-based methodology. Generally, stocks with a higher number of
publicly traded shares have a higher weighting within the Mid Growth Index. A stock's “growth characteristic”
is determined by assigning a score based on growth factors such as long-term projected earnings growth,
historical earnings growth, sales growth, cash flow growth and book value growth. The Fund uses a
representative sampling strategy to try to track the Mid Growth Index.

iShares Morningstar Mid Value Index Fund

According to the Fund's prospectus, its investment objective is to provide investment results that correspond
generally to the price and yield performance, before fees and expenses, of the Morningstar Mid Value
Index (the “Mid Value Index”). The Mid Value Index measures the performance of those companies in
the mid-capitalization sector (as defined by the Mid Value Index as those stocks that form 20% of market
capitalization between the 70 th and 90 th percentile of the market capitalization of stocks eligible to be
included in the Mid Value Index) of the U.S. equity market that Morningstar determines to have “value”
characteristics. The securities, approximately 211, are drawn from a pool of liquid, U.S.-domiciled stocks that
trade publicly on the NYSE, the AMEX or Nasdaq.

According to the Fund's prospectus, in seeking to achieve its investment objective, the Fund selects the
Mid Value Index components using a rules-based methodology. Generally, stocks with a higher number of
publicly traded shares have a higher weighting within the Mid Value Index. A stock's “value characteristic” is
determined by assigning a score based on value factors such as price to projected earnings, price to book,
price to sales, price to cash flow and dividend yield. The Fund uses a representative sampling strategy to try
to track the Mid Value Index.

iShares Morningstar Small Core Index Fund

According to the Fund's prospectus, its investment objective is to provide investment results that correspond
generally to the price and yield performance, before fees and expenses, of the Morningstar Small Core
Index (the “Small Core Index”). The Small Core Index measures the performance of those companies in
the small-capitalization sector (as defined by the Small Core Index as those stocks that form 7% of market
capitalization between the 90 th and 97 th percentile of the market capitalization of stocks eligible to be
included in the Small Core Index) of the U.S. equity market that Morningstar determines to have relatively
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low prices per share given anticipated earnings, book value, cash flow, sales and dividends. The securities,
approximately 365, are drawn from a pool of liquid, U.S.-domiciled stocks that trade publicly on the NYSE, the
AMEX or Nasdaq.

According to the Fund's prospectus, in seeking to achieve its investment objective, the Fund selects the Small
Core Index components using a rules-based methodology. Stocks in the Small Core Index are weighted
according to the total number of shares that are publicly owned and available for trading. Generally, stocks
with a higher number of publicly traded shares have a higher weighting within the Small Core Index. The
Fund uses a representative sampling strategy to try to track the Small Core Index.

iShares Morningstar Small Growth Index Fund

According to the Fund's prospectus, its investment objective is to provide investment results that correspond
generally to the price and yield performance, before fees and expenses, of the Morningstar Small Growth
Index (the “Small Growth Index”). The Small Growth Index measures the performance of those companies
in the smallcapitalization sector (as defined by the Small Growth Index as those stocks that form 7% of
market capitalization between the 90 th and 97 th percentile of the market capitalization of stocks eligible to be
included in the Small Growth Index) of the U.S. equity market that Morningstar determines to have “growth
characteristics”. The securities, approximately 344, are drawn from a pool of liquid, U.S.-domiciled stocks that
trade publicly on the NYSE, the AMEX or Nasdaq.

According to the Fund's prospectus, in seeking to achieve its investment objective, the Fund selects
the Small Growth Index components using a rules-based methodology. Generally, stocks with a higher
number of publicly traded shares have a higher weighting within the Small Growth Index. A stock's “growth
characteristic” is determined by assigning a score based on growth factors such as long-term projected
earnings growth, historical earnings growth, sales growth, cash flow growth and book value growth. The Fund
uses a representative sampling strategy to try to track the Small Growth Index.

iShares Morningstar Small Value Index Fund

According to the Fund's prospectus, its investment objective is to provide investment results that correspond
generally to the price and yield performance, before fees and expenses, of the Morningstar Small Value Index
(the “Small Value Index”). The Small Value Index measures the performance of those companies in the small-
capitalization sector (as defined by the Index as those stocks that form 7% of market capitalization between
the 90 th and 97 th percentile of the market capitalization of stocks eligible to be included in the Small Value
Index) of the U.S. equity market that Morningstar determines to have “value” characteristics. The securities,
approximately 335, are drawn from a pool of liquid, U.S.-domiciled stocks that trade publicly on the NYSE, the
AMEX or Nasdaq.

According to the Fund's prospectus, in seeking to achieve its investment objective, the Fund selects the
Small Value Index components using a rules-based methodology. Generally, stocks with a higher number of
publicly traded shares have a higher weighting within the Small Value Index. A stock's “value characteristic”
is determined by assigning a score based on value factors such as price to projected earnings, price to book,
price to sales, price to cash flow and dividend yield. The Fund uses a representative sampling strategy to try
to track the Small Value Index.

For a more complete description of the Funds and the Indexes, visit www.iShares.com. Fund fact sheets
providing information regarding the Fund's top holdings may be requested by calling 1-800-iShares.

Issuance of Creation Unit Aggregations

In General. Shares of the Fund will be issued on a continuous offering basis in groups of 50,000 shares or
more. These “groups” of shares are called “Creation Unit Aggregations”. The Fund will issue and redeem
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Fund shares only in Creation Unit Aggregations. As with other open-end investment companies, Fund shares
will be issued at the net asset value (“NAV”) per share determined after an order in proper form is received.

Hours of Trading

Trading in the Funds will be until 4:15 p.m.

Exchange Rules Applicable to the Trading of ETFs

Generally, the rules applicable to ETFs are applicable to these Funds since these Funds fall within the
definition of an Investment Company Unit, as provided in Paragraph 703.16 of the Listed Company Manual
and Exchange Rule 1100. See Information Memo Number 01-20 (July 31, 2001), which was issued in
connection with the UTP trading of the NASDAQ 100 Trust® (symbol QQQ), Standard and Poor's Depositary
Receipts® (symbol SPY) and the Dow Industrials DIAMONDS® (symbol DIA).

The rules and policies as well as certain exemptions from the Securities Exchange Act of 1934 and NYSE
Rules are identical for these new Funds as they are for all other iShares funds based on an equity index
traded on the Exchange. These rules and policies are set forth in Information Memo 03-52 (November 14,
2003). This Memo is available on www.nyse.com/regulation.

Questions concerning the matters discussed in this Memorandum may be addressed as follows:

General Questions on ETFs:

James P. McGowan (212) 656-2490 (Exchange Traded Funds)

Michael Cavalier (212) 656-2474 (Office of the General Counsel)

Questions on:

Suitability Stephen A. Kasprzak (Member Firm Regulation) (212) 656-5226

Specialist Issues Donald Siemer (Market Surveillance) (212) 656-6940

___________________________

Regina C. Mysliwiec

Senior Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 04-33

Click to open document in a browser

June 17, 2004

  
New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 Memeber Firm Regulation

ATTENTION: CHIEF OPERATIONS OFFICER, CHIEF FINANCIAL OFFICER, AND CHIEF COMPLIANCE
OFFICER

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NYSE SURVEY ON OUTSOURCING

On May 26, 2004, a NYSE Outsourcing Survey was transmitted to all carrying/clearing member organizations
through our Electronic Filing Platform (EFP).

Due to the number of extension requests received from the member firm community, we are extending the
due date for filing from June 15 to June 30, 2004.

If you have any questions on the survey, please call your Finance Coordinator directly.

___________________________

Richard Ketchum

Chief Regulatory Officer

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 04-32

Click to open document in a browser

June 17, 2004

  
New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 Market Surveillance

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ODD-LOT PRICING (RULE 124)

The Securities and Exchange Commission has recently approved amendments to NYSE Rule 124 (Odd-
Lot Orders) to modify the manner in which odd-lot orders are executed on the NYSE. Pursuant to these
amendments, odd-lot orders will be priced and executed at the price of subsequent round-lot transactions, to
the extent of the volume of such transactions. Currently, odd-lot orders do not enter the Exchange's auction
market, but are executed systemically, with the specialist being assigned as the contra party in all cases.

Odd-lot market orders to buy (sell) are executed at the price of the adjusted ITS round lot offer (bid) 1   at the
time the Exchange's system receives the order. Odd-lot limit orders are executed at the price of the first round
lot transaction, subsequent to the receipt of the order by the system, that is at or better than the limit price on
the order.

The new pricing and execution procedures will be phased in starting with a few stocks on June 21, 2004
and adding other stocks on June 23. Beginning on June 28, odd-lot orders in all stocks will be handled in
the manner described in this Information Memo. A list of the stocks for which the new odd-lot procedures will
initially be implemented is attached to this Memo as Exhibit A.

Background

Recently, new odd-lot trading strategies 2   have emerged which have resulted in specialists having to
assume large positions of aggregated odd-lot orders at prices that are not necessarily reflective of the prices
such orders would have received had they been executed pursuant to the supply/demand dynamics of the
round-lot auction market. For example, a round-lot trade as small as 100 shares may result in the execution
of thousands of shares in odd-lot orders entered in furtherance of professional trading strategies. This results
in increased, significant financial risk to specialists as the odd-lot system was established as a service for
very small retail investor orders.

The Exchange believes that the most appropriate way to execute odd-lot orders, ultimately, is to represent
them in the round-lot auction market, where they will interact with all other market interest, and be priced
in accordance with supply/demand dynamics. In addition, odd-lot volume would then be reported to the
Consolidated Tape, resulting in “sunlight” with respect to this market activity, which is not currently reported
anywhere.

However, representing odd-lot orders in the round lot market will require technical changes to a number
of Exchange systems, and cannot be implemented in the near term. As an interim measure, however, the
Exchange is changing the way odd-lot orders are priced and executed systemically. Odd-lot orders will be
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priced and executed at the price of subsequent round-lot transactions, and in proportion to round lot volume,
as follows:

Market Orders (Rule 124(b))

Odd-lot market orders will be executed in time priority at the price of the next round-lot transaction. Buy and
sell orders will, in essence, be netted against one another and executed (the specialist is technically the
contra party to the buy orders and to the sell orders). Any imbalance of buy or sell orders will be executed
against the specialist, but only up to the size of the round lot transaction. Any market orders that do not
receive an execution because of the volume limitation will be executed, in time priority order, at the price
of the next round lot transaction, again subject to the volume limitation. There will be a “timer” provision to
provide that an order not executed within 30 seconds will be executed at the price of the adjusted ITS best
round-lot bid (in the case of a sell order) or offer (in the case of a buy order).

Example: There are 6,000 shares of odd-lot market orders to buy and 4,000 shares of odd-lot market
orders to sell. A round lot transaction takes place at a price of $20 for 1,000 shares. Buy orders
up to 4,000 shares, in time priority will be netted against the 4,000 shares of sell orders, and these
orders will be executed at a price of $20. The next 1,000 shares of buy orders, in time priority, will be
executed against the specialist at a price of $20. The remaining 1,000 shares of buy market orders
will be executed at the price of the next round lot transaction, subject to the volume limitation of such
next transaction. However, any market orders that are not executed within 30 seconds after they are
entered will be systemically executed against the specialist at the adjusted ITS best bid or offer price in
existence at that time.

Limit Orders (Rule 124(c))

Odd-lot limit orders will be executed at the price of the first round lot transaction that is at or better than the
limit price of the order, subject to the volume limitation of the round lot transaction. Odd-lot limit orders will be
aggregated with odd-lot market orders for purposes of the volume limitation. Limit orders eligible for execution
will be intermingled with market orders for purposes of determining time priority, and buy and sell orders
could be netted in the same fashion as market orders. As with odd-lot market orders, odd-lot limit orders
which will otherwise receive a partial execution will be executed in full. There is no “timer” for odd-lot limit
orders. Accordingly a marketable limit order may not be executed if there is insufficient volume from round-lot
transactions at or better than the limit price of the order.

Example: A customer enters an odd-lot limit order to buy 50 shares at a price of $20. A round lot
transaction takes place at a price of $20 for 1,000 shares, but 1,000 shares of odd-lot market orders
had time priority and are executed at a price of $20 against the specialist. The odd-lot limit order will
continue to reside in the odd-lot system and retain its time priority for execution after a subsequent
round-lot transaction that is at or better than the limit price of the odd-lot order.

The Exchange believes that the approved method of pricing for odd-lot orders, i.e., using the next sale price,
offers these orders the possibility of price improvement, whereas using the quotation does not. In addition,
this method of pricing is consistent with the Exchange's ultimate approach of integrating odd-lots in the round
lot auction market, in which orders are executed at the prices of transactions effected subsequent to the entry
of the orders.

Short Sales (Rule 124(b)(vii) and Rule 124(d))

Odd-lot short sell orders will be executed as follows: A sell short sale market odd-lot order will be eligible for
execution at the price of the next sale in the round-lot market on the Exchange which is higher than the last
different round-lot transaction. Odd-lot sell short limit orders will be eligible for execution at the price of the
first round-lot transaction on the Exchange which is at or above the specified limit of the order, and which is
also higher than the last different round-lot transaction.
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Stop Orders (Rule 124(e) and (f))

Stop orders in odd-lots will be handled as they are today. The odd-lot portion of partial round-lot orders will
continue to be executed at the same price as the price of the first round lot portion of the order. Procedures in
use today regarding execution of odd-lot orders when Exchange quotes are not available, are non-firm, or do
not meet system validations also remain the same.

Amended Rule 124 is attached as Exhibit B.

Questions concerning the subject of the memo may be directed to Donald Siemer, Director, Rule
Development at (212) 656-6940 or Patrick Giraldi, Director, On-Floor Surveillance Unit at (212) 656-6804.

___________________________

Regina C. Mysliwiec

Senior Vice President

Market Surveillance

Attachments

Exhibit A

June 21
 

COMPANY NAME SYMBOL
 

Cardinal Health Inc CAH
 

Charles Schwab Corporation. SCH
 

ConocoPhilips COP
 

Conseco, Inc. CNO
 

Deere & Company DE
 

Goldman Sachs Group Inc. GS
 

Home Depot Inc. HD
 

Mellon Financial Corp MEL
 

NCR Corporation NCR
 

National Semiconductor Corporation NSM
 

Prudential Financial, Inc. PRU
 

Sears, Roebuck & Co. S
 

June 23
 

COMPANY NAME SYMBOL
 

Abbott Laboratories ABT
 

Abercrombie & Fitch ANF
 

Agere Systems Inc. AGR.B
 

Alcoa, Inc. AA
 

AmerisourceBergen Corporation ABC
 

Armor Holdings, Inc. AH
 

Avaya Inc. AV
 

Bank of America Corporation BAC
 

Buckeye Partners LP BPL
 

Calpine Corporation CPN
 

Companhia Siderurgica Nacional SID
 

Dillards Inc DDS
 

EMC Corporation EMC
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Equity Office Properties Trust EOP
 

El Paso Corporation EP
 

Financial Select Sector Spdr Fund XLF
 

Ford Motor Company F
 

GTECH Holdings Corporation GTK
 

Guidant Corporation GDT
 

Hewlett Packard Co. HPQ
 

International Business Machines Corp. IBM
 

International Paper Co. IP
 

iShares Lehman Tips Bond Fund TIP
 

Markel Corporation MKL
 

Motorola Inc MOT
 

NASDAQ-100 Trust Unit Ser 1 QQQ
 

Parker Hannifin Corporation PH
 

Pepsico Inc PEP
 

Pfizer Inc. PFE
 

Proctor & Gamble Co. PG
 

Ryder Systems Inc. R
 

Schering Plough Corporation SGP
 

Seagate Technology STX
 

Six Flags Inc. PKS
 

Southern Company SO
 

Target Corporation TGT
 

Wm. Wrigley Jr. Company WWY
 

EXHIBIT B

Additions underscored

Deletions [bracketed]

ODD-LOT ORDERS

Rule 124. (a)Except as provided below, all orders for less than the unit of trading (“odd-lot orders”) shall be
received, processed, and executed by means of the Exchange system designated for such purpose (“the
System”). The specialist for the subject security shall be the contra party to all such executions. No differential
or commission may be charged with respect to any odd-lot order received by the System. All odd-lot orders
entered for execution to the System shall contain the appropriate account type identification code according
to specified account type categories in accordance with the reporting requirements of Rule 132.

(b) Market Orders. Odd-lot market orders received by the System shall be executed in time priority of receipt
by the System at the price of the next round-lot transaction on the Exchange in the subject security following
receipt of the orders by the System, subject to the following:

(i) Odd-lot buy orders and odd-lot sell orders will be executed at the price of such round-lot
transaction with the specialist as the contra side to the extent that such odd-lot orders total an
equal number of shares bought and sold.
(ii) The total number of additional shares of odd-lot orders executed at the price of such round
lot transaction shall not exceed the number of shares of such round-lot transaction, except
that an odd-lot order which would otherwise receive a partial execution shall be executed in
full.
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(iii) Odd-lot market orders not executed pursuant to paragraph (i) or (ii) above shall be
executed, in time priority order, at the price of the subsequent round-lot transactions, subject
to the same procedures stated in paragraph (i) and (ii) as to volume of round-lot transactions.
(iv) Any odd-lot market order not executed within 30 seconds of receipt by the System
pursuant to paragraphs (i), (ii) or (iii) above shall be executed, in the case of an order to buy,
at the price of the adjusted ITS offer after 30 seconds, and in the case of an order to sell, at
the price of the adjusted ITS bid after 30 seconds.
(v) Odd-lot market orders entered before the opening of the subject security shall be
executed at the price of the opening transaction.
(vi) If odd-lot market orders are entered within 30 seconds of the close of trading and have
not been executed prior to the closing transaction, an odd-lot market order to buy shall be
executed at the price of the adjusted ITS offer at 4:00 p.m. (or such other closing time), and
an order to sell shall be executed at the price of the adjusted ITS bid at 4:00 p.m. (or such
other closing time).
(vii) An odd-lot market order to sell short shall be executed at the price of the next sale in the
round-lot market on the Exchange following entry of the order which is higher than the last
different round-lot price.

(c) Limit Orders. Odd-lot limit orders received by the System shall be executed in time priority of receipt by the
System at prices of round-lot transactions effected subsequent to receipt of the orders by the System, that are
at or better than the limit prices on the odd-lot orders, subject to the principles of paragraphs (b) (i), (ii) and
(iii) above.

(d) Limit Orders to Sell Short. An odd-lot limit order to sell short shall be executed at the price of the first
round-lot transaction on the Exchange which is at or above the specified limit of the order, and which is also
higher than the last different round-lot transaction (a “plus” or “zero plus” tick).

(e) Market Stop Orders. Odd-lot market stop orders shall be executed as follows:

(i) Buy Stop Orders. A buy stop order shall become a market order when a round-lot
transaction takes place at or above the stop price. The order shall then be filled at the price of
the next round-lot transaction, as provided in (b) above.
(ii) Sell Stop Orders, Marked “Long”. A sell stop order marked “long” shall become a market
order when a round-lot transaction takes place at or below the stop price. The order shall
then be filled at the price of the next round-lot transaction, as provided in (b) above.
(iii) Sell Stop Orders, Marked “Short”. A sell stop order marked “short” shall become a market
order when a round-lot transaction takes place at or below the stop price. The order shall
then be filled at the price of the next round-lot transaction, which is higher than the last
different round-lot transaction (a “plus” or “zero plus” tick) as provided in (b) above.

(f) Limit Stop Orders. Odd-lot stop limit orders shall be executed as follows:

(i) Buy Stop Limited Orders. A buy stop limited order shall become a limited order when a
round-lot transaction takes place at or above the stop price. The order shall then be filled in
the manner prescribed in (c) above for handling a limited order to buy.
(ii) Sell Stop Limited Orders, Marked “Long”. A sell stop limited order marked “long” shall
become a limited order when a round-lot transaction takes place at or below the stop price.
The order shall then be filled in the manner prescribed in (c) above for handling a limited
order to sell.
(iii) Sell Stop Limited Orders, Marked “Short”. A sell stop limited order marked “short” shall
become a limited order when a round-lot transaction takes place at or below the stop price.
The order shall then be filled in the manner prescribed in (d) above for handling a limited
order to sell.
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[(A) Any market order to purchase or sell a security in an amount less than the unit of trading (an odd-lot
order) which is transmitted for execution to a member organization engaged in the odd-lot business or its
agent shall be executed, unless otherwise provided herein, at the price of the adjusted ITS bid (in the case of
an order to sell) or adjusted ITS offer (in the case of an order to purchase) in the security at the time the order
is received by the Exchange system designated to process odd-lot orders (“the odd-lot system”). In instances
in which quotation information is not available, e.g., the quotation collection or dissemination facilities are
inoperable, or the market in a security has been determined to be in a “non-firm mode” (as defined in Rule
60(c)(2)), standard, regular way odd-lot market orders will be executed by means of the “odd-lot system” at
the price of the next Exchange round lot sale or will be executed by the member organization designated by
the Exchange to act as market maker for odd-lot orders in the subject security at a price deemed appropriate
under prevailing market conditions. In instances where the quote in a security does not meet odd-lot system
guidelines, standard, regular way odd-lot market orders will be executed by means of the next Exchange
round lot sale or the next Exchange quote that is within the odd-lot system guidelines, whichever occurs first,
or will be executed by the member organization designated by the Exchange to act as market maker for odd-
lot orders in the subject security at a price deemed appropriate under prevailing market conditions. Guidelines
for quotes to be utilized in the odd-lot system will be as from time to time determined by the Exchange and
announced to the membership. A market order to sell marked “short exempt” shall be executed at the price
of the adjusted ITS bid at the time the order is received by the “odd-lot system”. All standard odd-lot market
orders entered prior to the opening of trading will automatically receive the opening price. No differential shall
be charged on such transactions enumerated in this paragraph. These procedures shall apply to orders to
buy on the offer and orders to sell on the bid marked “long”.

A market order to sell marked “short” shall be filled at the price of the next sale in the round-lot market on the
Floor of the Exchange following entry of the order which is higher than the last different round-lot price.

Other odd-lot orders, unless otherwise provided under Section B, shall be executed in the manner described
below. The term “first transaction,” unless otherwise provided herein, shall be regarded as the first round-
lot transaction to occur in the security following the receipt of the order by the appropriate system. The term
effective transaction used herein refers to the round-lot transaction on which the execution of an odd-lot order
shall be based.

No differential may be charged on any odd-lot order transactions, for either market or limit orders, unless
otherwise provided in this rule.

All odd-lot orders entered for execution to the “odd-lot system” shall contain the appropriate account
type identification code according to specified account type categories in accordance with the reporting
requirements of Rule 132.

Limited Orders

(1) Buy Limited Orders. The effective transaction for a limited order to buy shall be the first round-lot
transaction which is at or below the specified limit. The order shall be filled at the price of the effective
transaction.

(2) Sell Limited Orders, Marked “Long.” The effective transaction for a limited order to sell marked “long” shall
be the first round-lot transaction which is at or above the specified limit. The order shall be filled at the price of
the effective transaction.

(3) Sell Limited Orders, Marked “Short.” The effective transaction for a limited order to sell marked “short”
shall be the first round-lot transaction which is at or above the specified limit of the order, and which is also
higher than the last different round-lot transaction (a “plus” or “zero-plus” tick). The order shall be filled at the
price of the effective transaction.

(4) Marketable limit orders shall be effected in accordance with the above procedures applicable to standard
limit orders. ]
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[(5) ] (g) Limited Order, “With or Without Sale.” A limited order “With or Without Sale” shall be filled on an
effective round-lot transaction, or an effective bid or offer, whichever occurs first after the odd-lot broker
receives the order. The order shall be filled as follows:

(i) If an effective round-lot transaction occurs first, a buy order shall be filled at the price of the
effective transaction and a sell order shall be filled at the price of the effective transaction.
(ii) If an effective bid or an effective offer occurs before an effective round-lot transaction
takes place, a buy order shall be filled at the effective offer price and a sell order shall be filled
at the effective bid price.

[Stop Orders

(1) Buy Stop Orders. A buy stop order shall become a market order when a round-lot transaction takes place
at or above the stop price. The order shall then be filled at the price of the next transaction.

(2) Sell Stop Orders, Marked “Long.” A sell stop order marked “long” shall become a market order when a
round-lot transaction takes place at or below the stop price. The order shall then be filled at the price of the
next transaction.

(3) Sell Stop Orders, Marked “Short.” A sell stop order marked “short” shall become a market order when a
round-lot transaction takes place at or below the stop price. The order shall then be filled at the price of the
next transaction, which is higher than the last different round-lot price.

Stop Limited Orders

(1) Buy Stop Limited Orders. A buy stop limited order shall become a limited order when a round-lot
transaction takes place at or above the stop price. The order shall then be filled in the manner prescribed for
handling a limited order to buy.

(2) Sell Stop Limited Orders, Marked “Long.” A sell stop limited order marked “long” shall become a limited
order when a round-lot transaction takes place at or below the stop price. The order shall then be filled in the
manner prescribed for handling a limited order to sell, marked “long.”

(3) Sell Stop Limited Orders, Marked “Short.” A sell stop limited order marked “short” shall become a limited
order when a round-lot transaction takes place at or below the stop price. The order shall then be filled in the
manner prescribed for handling a limited order to sell, marked “short.” ]

[(B)] (h) OTHER TYPES OF ORDERS

Buying on Closing Offer-Selling on Closing Bids

(1) Buy “On Close.” An order to buy “On Close” shall be filled at the price of the closing
round-lot sale.
(2) Sell “On Close.” An order to sell “On Close” marked “long” shall be filled at the price of the
closing round-lot sell. An order to sell “On Close” marked “short” shall not be accepted.

Discretionary Orders

A discretionary order must not be accepted by an odd-lot dealer.

Orders for Manual Handling

A “seller's option” trade for delivery within not less than six business days nor more than sixty days following
the day of the contract, an odd-lot order for cash, any orders for additional settlement terms as may be
provided under Rule 64, and basis price orders as discussed below, shall be represented by the specialist
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and executed at a price deemed appropriate in accordance with the terms of the orders. A differential may be
charged on such orders.

Basis Price Order

An order may be filled at the “Basis Price” provided a Basis Price has been established and the order was
received at least a half hour before the close of the market, and marked “On Basis”. “On Basis” market orders
and “On Basis” limited price orders for which the Basis Price is effective shall be filled as follows.

(1) Buy Order. A buy order marked “Basis Price” shall be filled at the Basis Price plus any
differential.
(2) Sell Order. A sell order marked “long” and marked “Basis Price” shall be filled at the Basis
Price minus any differential. A sell order marked “short” may not be filled at the Basis Price.
(See Rule 124.10 for establishment of Basis Prices).

Supplementary Material:

.10 Basis Prices.-Basis Prices shall be established by joint agreement of odd-lot dealers in 100-share
unit stocks where there has been no round-lot sale during the trading session, the spread between the
closing bid and offer prices is two points or more and an odd-lot dealer has been given an “On Basis”
order. The Basis Price must be reviewed and approved by a Floor Official.

.20 “Delayed Sale,” “Sold Sale.”-When a “delayed sale” or “sold sale” occurs (printed on the ticker
tape followed by the symbol “sold”), the odd-lot dealers shall make every effort to ascertain the
approximate time the transaction took place. If there is some doubt as to whether or not this transaction
in any way affects the execution of an odd-lot order, the firm that entered the order should be notified,
informed of the circumstances, and given the opportunity to accept or reject a report based on the
transaction.

.30 Sales Not Printed on the Tape.-The customer of the odd-lot dealer must accept a report based on
a sale which took place on the Floor, but which, through error, was not printed on the tape, if the odd-
lot dealer filled and reported the customer's order at the time the sale occurred.

If the odd-lot dealer failed to fill the order at the time the sale occurred the customer should be offered
the choice of accepting or refusing a report based on that sale.

.40 Orders to Be Reduced on Ex-Date.-Open buy limited orders and open stop orders to sell held by
an odd-lot dealer prior to the day a stock sells ex-dividend, ex-distribution or ex-rights shall be handled
in accordance with the procedures set forth in Rule 118 and the provisions in Rule 118.10, .20 and .21
in the Supplementary Material thereto.

.50 The odd-lot portion of PRL (part of round lot) orders will be executed at the same price as the round
lot portion and will be processed through the round lot system.

.60 For the purposes of paragraph [(A) ] (b) of this Rule, the term “adjusted ITS bid” and “adjusted
ITS offer” for a stock shall mean the highest bid and lowest offer, respectively, disseminated (i) by
the Exchange or (ii) by another market center participating in the “Intermarket Trading System,” as
that term is defined in Rule 15 (“ITS and Pre-Opening Applications”); provided, however, that the bid
and offer in another ITS market center will be considered in determining the adjusted ITS bid and
adjusted ITS offer in a stock only if (A) the stock is included in ITS in that market center, (B) the size of
the quotation is greater than 100 shares, (C) the bid or offer is no more than one-quarter dollar away
from the bid or offer, respectively, disseminated by the Exchange, (D) the quotation conforms to the
requirements of Rule 62 (“Variations”), (E) the quotation does not result in a locked market, as the
term is defined in Rule 15A (“ITS Trade-Throughs and Locked Markets”), (F) the market center is not
experiencing operational or system problems with respect to the dissemination of quotation information,
and (G) the bid or offer is “firm,” that is, members of the market center disseminating the bid or offer are
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not relieved of their obligations with respect to such bid or offer under paragraph (c)(2) of Rule 11Ac1-1
pursuant to the “usual market” exception of paragraph (b)(3) of Rule 11Ac1-1.

.70 In instances in which quotation information is not available, e.g., the quotation collection or
dissemination facilities are inoperable, or the market in a security has been determined to be in a
“non-firm mode” (as defined in Rule 60(c)(2)), standard, regular way odd-lot market orders will be
executed by means of the odd-lot System at the price of the next Exchange round lot sale or will
be executed by the specialist in the subject security at a price deemed appropriate under prevailing
market conditions. In instances where the quote in a security does not meet odd-lot system guidelines,
standard, regular way odd-lot market orders will be executed by means of the next Exchange round lot
sale or the next Exchange quote that is within the odd-lot system guidelines, whichever occurs first, or
will be executed by the specialist in the subject security at a price deemed appropriate under prevailing
market conditions. Guidelines for quotes to be utilized in the odd-lot system will be as from time to time
determined by the Exchange and announced to the membership.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  "Adjusted ITS bid" and "adjusted ITS offer" are defined in Rule 124.60.
2  The Exchange has identified and advised its membership that certain types of trading strategies are not

valid for use with odd-lot orders. These include unbundling round-lot orders, failure to aggregate odd-lot
orders into round-lots, entry of both buy and sell odd-lot limit orders for purposes of capturing the spread
in a stock, index arbitrage and other patterns of activity that suggest day-trading. See NYSE Information
Memos Nos. 91-29 (July 25, 1991), 94-14 (April 18, 1994) and 04-14 (March 19, 2004). The Exchange
takes regulatory action where appropriate with respect to such trading practices.
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New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 Market Surveillance

TO: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, CHIEF OPERATING OFFICER, OPERATIONS
PARTNER AND LEGAL AND COMPLIANCE DEPARTMENTS

SUBJECT: DAILY PROGRAM TRADE REPORTING (“DPTR”) AND THE EXTENSION OF CROSSING
SESSION II - RULES 476(A)(11), 476A, AND 80A

(NOTE: THIS INFORMATION MEMORANDUM SUPPLEMENTS INFORMATION MEMORANDUM #03-09,
ENTITLED “ELECTRONIC FILING PLATFORM FOR DAILY PROGRAM TRADE REPORTING AND THE
EXECUTION OF CROSSING SESSION II TRADES – RULES 476(a)(11), 476A, AND 80A”.)

On March 17, 2003, The New York Stock Exchange (“NYSE” or the “Exchange”) issued Information
Memo #03-9 concerning the conversion of the submission of the Daily Program Trade Reporting (“DPTR”)
application and the execution of Crossing Session II (CS2) programs to the Internet based NYSE Electronic
Filing Platform. Since that time, the NYSE has received comments and/or requests from NYSE member
organizations for clarification/relief on certain of these reporting and execution requirements and carefully
considered its customers' experiences and comments. This memorandum addresses those points that have
been most frequently raised and provides additional guidance and clarification.

NYSE member organizations (or firms) are reminded that they must submit in their respective DPTRs all
program trading in which they engage, whether on a proprietary or agency basis. The one exception to
this requirement relates to programs executed abroad that primarily consist of foreign listed securities (see
Information Memorandum #03-09).

DPTR REQUIRED FIELDS

After consideration of the member organizations' comments and the NYSE's regulatory needs, the
requirements for reporting on the fields noted below have been amended, as follows:

Tax ID Number

The Tax ID number is no longer required to be submitted with each program trade but must be furnished
upon request of the Exchange. This field will remain on the DPTR and may be populated on the DPTR on an
optional basis by the firm.

If a Tax ID Number is reported on a DPTR record, then the Tax ID Number Field must also be appropriately
populated. If populated, both fields must be completed per existing reporting guidelines (e.g., social security
number must be 9 digits).

Derivative Market Action
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The opening/closing indication on this field is no longer required to be populated, if appropriate to the given
program, but must be furnished upon request of the Exchange. This field will remain on the DPTR and may
be populated on the DPTR on an optional basis by the firm.

Program Strategy

The program strategy codes required to be reported on the DPTR have been condensed. (Firms are not
precluded from continuing to use all the existing codes as previously defined, if appropriate to their business
and reporting systems).

• AT – Agency Trading

- Any agency program trading executed by a member organization that cannot be categorized as one
of the other eight strategies defined herein. This strategy may involve the use of derivative transactions
and may be subject to Exchange Rule 80A. Any derivatives or Exchange Traded Funds (ETFs)
executed in connection with an AT transaction must be reported on the DPTR.

• CF – Customer Facilitation

- Any program transaction wherein a firm fills a customer order out of inventory. This is a proprietary
strategy. The agency portion of the transaction must have the appropriate strategy code as intended
by the customer. This strategy may involve the use of derivative transactions and may be subject to
Exchange Rule 80A. Any derivatives or ETFs executed in connection with a CF transaction must be
reported on the DPTR.

• EP – Exchange for Physicals (EFPs)

- EFPs involve the exchange of index futures contracts for a basket(s) of stocks. This strategy may
involve the use of derivative transactions and may be subject to Exchange Rule 80A. Any derivatives or
ETFs executed in connection with an EP transaction must be reported on the DPTR.

• IA – Index Arbitrage

- “Index Arbitrage” has been defined by the Exchange as an arbitrage trading strategy involving the
purchase or sale of a group of stocks (“basket”) in conjunction with the purchase or sale, or INTENDED
purchase or sale, of one or more cash-settled options or futures contracts on index stock groups, or
options on any such futures contracts (collectively, “derivative index products”) in an attempt to profit
by the price difference between the basket and the derivative index products. While the purchase or
sale of the basket must be in conjunction with the purchase or sale of the derivative index products, the
two sets of transactions do not have to be executed contemporaneously and there need not be perfect
tracking of the basket and the index derivative products, to be considered index arbitrage. These types
of transactions are always subject to Exchange Rule 80A.

• AE –Arbitrage of Exchange Traded Funds (“ETFs”)

- This strategy is defined as an arbitrage transaction involving the purchase or sale of a group of
stocks (“basket”) in conjunction with the purchase or sale, or INTENDED purchase or sale, of one or
more ETFs (e.g. Spyders, Diamonds, QQQs) in an attempt to profit by the price difference between
the basket and the ETF. (As ETFs are not derivative products, these types of transactions are NOT
considered index arbitrage as defined above and therefore are not subject to Exchange Rule 80A.)
When engaging in these types of transactions, firms should NOT use the index arbitrage
account types for audit trail purposes.
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• LE – Liquidation of Error Account Position

- Any transaction executed to liquidate error account positions. This strategy may involve the use of
derivative transactions and may be subject to Exchange Rule 80A. Any derivatives or ETFs executed in
connection with a LE transaction must be reported on the DPTR.

• QA – Quantitative or Statistical Arbitrage

- Trading executed through a pre-programmed algorithm or filter that selects stocks for purchase
or sale based on a set of pre-established variables. This strategy may involve the use of derivative
transactions and may be subject to Exchange Rule 80A. Any derivatives or ETFs executed in
connection with a QA transaction must be reported on the DPTR.

• PT – Proprietary Trading

- Any proprietary program trading executed by a member organization that cannot be categorized
as one of the other eight strategies defined herein. This strategy may involve the use of derivative
transactions and may be subject to Exchange Rule 80A. Any derivatives or ETFs executed in
connection with a PT transaction must be reported on the DPTR.

• RM – Risk Modification/Hedging

- Any program trading executed as a hedging transaction or the adjustment of an existing hedge. This
strategy may involve the use of derivative transactions and may be subject to Exchange Rule 80A. Any
derivatives or ETFs executed in connection with a RM transaction must be reported on the DPTR.

Derivative Product Type and Derivative Product Index Fields

The Derivative Product Type and Derivative Product Index Fields have been redefined as Derivative/
Structured Product Type and Derivative/Structured Product Index to accommodate the reporting of ETFs
executed in conjunction with or as a hedge of a stock program.

REPORTING DEADLINES FOR DPTR

The close of business or cutoff time for firms submitting through SIAC or the Electronic Filing Platform on any
trade date is 11:55 p.m.

CROSSING SESSION II (CS2)

Member organizations may execute any two-sided program trade during CS2 provided each side of the
program, in its totality, contains at least 15 NYSE listed securities and has a minimum dollar value of 1 million
regardless of whether the program is a combination of purchases and sales (e.g. the buy side and sell side in
aggregate must contain at least 15 stocks with a minimum dollar value of $1 million).

Member organizations are required to submit a DPTR record for each side of all CS2 executions consisting
of at least one buy side entry and one sell side entry. If the CS2 basket contains a combination of agency
purchase and sell orders versus proprietary sell and purchase orders, then member organizations should
submit four DPTR records for the program. For example, if a customer purchases 10 stocks at $1 million
and sells nine stocks at $1 million and the firm sells 10 stocks at $1 million and purchases nine stocks at $1
million, all four legs must be reported and the agency legs should be linked by a multiple record indicator, as
should the proprietary legs.

Effective June 15, 2004, the hours of CS2 are extended to 6:15 p.m., meaning that CS2 orders can now be
entered between 4:00 p.m. and 6:15 p.m. Any member organization intending to execute a basket in CS2
must completely submit its order to the NYSE by the 6:15 cutoff time. There are no “as of” trades for CS2
transactions that have not been completely entered by 6:15 p.m.
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Firms may modify their CSII execution requests only until the end of the day on T+1. Firms are not allowed to
add any new baskets, but may delete or modify existing baskets.

Firms are required to contact the NYSE prior to 6:15 p.m. in the event that they are having system problems
that prevent them from meeting the execution cutoff time. Trades may be considered for acceptance after the
close of the session in limited circumstances only if the firm has contacted NYSE technical support prior to
6:15 p.m.

To avoid duplicative executions, the execution application has been formatted so that ONLY the seller of a
basket can execute CS2 baskets (although DPTR reports remain the responsibility of both the buyer and
seller).

Firms are reminded that the SEC has granted an exemption from the “short sale” rule for executions in CS2. If
any stock in a CS2 program is a “short sale”, the entire program should be marked “sell short exempt”.

CROSSING SESSION IV (CS4)

The NYSE plans to introduce Crossing Session IV (CS4), effective June 15, 2004, to allow member
organizations to execute Volume Weighted Average price transactions. If such executions meet the definition
of a program, member organizations are required to report the transaction on their respective DPTRs. A
new Equity Order Type (“CS4”) has been added to the DPTR reporting system so that firms can identify
these transactions on their DPTR as such. If a firm executes a program in CS4, that firm is required to file a
matching DPTR record by T+2. Firms are not required to file detail records on the DPTR for the CS4 trades.
See Information Memo 04-30 for a complete explanation of Crossing Sessions III and IV.

EXCEPT FOR THE CHANGES DESCRIBED ABOVE, ALL OTHER PROVISIONS OF NYSE
INFORMATION MEMO #03-9 REMAIN IN EFFECT.

Any questions regarding the above may be addressed to Hope Morgan at 212-656-6197 or Judith
Bryngil at 212-656-3312. Any questions relating to the EFP and/or other transmission issues concerning
submission of DPTRs and CS2 logins/executions may be directed to the PC Service Center at 212-383-2062
(efp@siac.com).

___________________________

Regina C. Mysliwiec Senior Vice President Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Market Surveillance

New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 ATTENTION:

TECHNOLOGY AND OPERATIONS OFFICERS, FLOOR MEMBERS, EQUITY TRADING DESKS, AND
REGULATORY AND COMPLIANCE OFFICERS

TO:

ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT:

TWO NEW "CROSSING SESSIONS" IN THE OFF-HOURS TRADING FACILITY (RULES 900 & 907)

The Securities and Exchange Commission has approved 1   the establishment of two new crossing sessions
in the Exchange's Off-Hours Trading Facility ("OHTF") for a pilot, beginning on June 15, 2004 and expiring on
December 1, 2004. The Exchange has adopted new Rule 907 (attached as Exhibit A) to establish:

• "Crossing Session III," for the execution of guaranteed price coupled orders by member
organizations to fill the balance of customer orders at a price that was guaranteed to a customer
prior to the close of the Exchange's 9:30 a.m. to 4:00 p.m. trading session.

• "Crossing Session IV," whereby an unfilled balance of an order may be filled at a price such that the
entire order is filled at no worse price than the Volume Weighted Average Price ("VWAP") for the
subject security.

An amendment to Rule 900 provides a definition of "guaranteed price couple orders." (also attached as
Exhibit A).

Background

Currently, the OHTF consists of "Crossing Session I," which permits the execution at the Exchange's closing
price of single-stock, single-side closing price orders and crosses of single-stock, closing price buy and sell
orders.

The OHTF also consists of "Crossing Session II," which permits the execution of crosses of multiple-stock
("basket") aggregate-price buy and sell orders. The basket must meet the definition of a "program," a group of
15 or more stocks having a total market value of $1 million or more. Trade reporting for Crossing Session II is
accomplished by reporting to the Consolidated Tape the total number of shares and the total market value of
the aggregate-price trades. No indication of the individual component stocks involved in the aggregate-price
transactions is reported in Crossing Session II to the Consolidated Tape.
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Additionally, CS II transactions must be reported to the Exchange via the Daily Program Trade Reporting
(DPTR) application, and the member organization must also submit a CS II Detail Report, both by T+2. In this
connection, please see Information Memo 03-9 (March 17, 2003) and Information Memo 04-31 for details,
which from time to time may be supplemented by subsequent Information Memos.

"Upstairs Stops"/ Crossing Session III

In serving their institutional customers, member firms may offer them a guarantee that a large size order will
receive no worse than a particular price. Such practice is usually referred to as an "upstairs stop," meaning
that the firm guarantees its customer's order will be executed at no worse price than the agreed-upon,
guaranteed price, with the member firm trading for its own account, if necessary, to effectuate the guarantee.
Typically, a member firm will seek to execute as much of the order as possible during the trading day at or
below the "stop" price (in the case of a buy order) or at or above the "stop" price (in the case of a sell order).
Any portion of the order not filled during the trading day will be completed after hours, with the firm either
buying from, or selling to, its customer at a price which ensures that the entire order is executed at a price
no worse than the "stop" price. Upon receipt of the order, the member organization would be required to
document its "stop" price agreement with the customer.

The Commission has approved new post-4:00 p.m. "Crossing Session III" to accommodate member firms
that are trading to complete an "upstairs stop" and thereby obviate any perceived need to execute these
transactions in London or elsewhere.

VWAPs/Crossing Session IV

The Exchange has adopted a new Rule 907 to add "Crossing Session IV," a facility whereby member firms
may fill the unfilled balance of a customer's order at a price such that the overall order is executed at a price
that is no worse than the volume weighted average price ("VWAP") for the subject security on that trading
day. Upon receipt of the order, the member firm would be required to document its VWAP agreement with the
customer and the basis upon which the VWAP price would be determined.

New Rule 907 prescribes the operation of Crossing Sessions III and IV. Crossing Sessions III and IV would
operate as follows:

(i) the original order as to which an "upstairs stop" or "VWAP" has been granted must be for at least
10,000 shares;
(ii) the customer must have received a "stop" (guaranteed price) or VWAP for the entire order;
(iii) upon receipt of the order, the member firm must record all details of the order, including the
price it has guaranteed its customer or that the entire order will be filled at no worse than the VWAP;
(iv) the unfilled balance of the order that would be executed in Crossing Session III or Crossing
Session IV must be at least 10,000 shares;
(v) the customer's order must be executed in Crossing Session III or Crossing Session IV at a price
that ensures that the entire order is executed at a price that is no worse than the guaranteed price
or the VWAP;
(vi)orders may be entered in Crossing Session III or Crossing Session IV between 4:00 p.m. and
6:30 p.m., and must be identified as either a Crossing Session III or Crossing Session IV order;
(vii) member firms will receive an immediate report of execution upon entering an order into
Crossing Session III or Crossing Session IV;
(viii) orders may be entered into Crossing Session III for execution at prices outside the trading
range in the subject security during the 9:30 a.m. to 4:00 p.m. trading session;
(ix) orders may not be entered into Crossing Session III or Crossing Session IV in a security that is
subject to a trading halt at the close of the regular 9:30 a.m. to 4:00 p.m. trading session; and
(x) beginning at 6:30 p.m., the Exchange will print trades reported through Crossing Session III as
guaranteed price coupled orders or in Crossing Session IV as VWAP executions.
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Operation of Crossing Sessions III and IV

Entry of Crossing Session III and IV orders will take place in a web-based password protected system. The
systems template will allow a user to enter multiple orders for both crossing sessions before submitting the
details to the Exchange. Orders can be entered beginning at 4:00 p.m. and must be completed by 6:30 p.m.
A link to this system will be emailed to all users who request it. For Security purposes, passwords will be
distributed only by telephone.

The following details must be entered by participants for a cross to be valid:

• Side (Buy, Sell, Sell Short, as determined by the member firm's position),
• Order Size (at least 10,000 shares),
• price,
• program/non-program designation; and
• which crossing session the trade applies to.

After the cross details are submitted, traders will receive a status back from the Exchange on whether the
trade is approved or rejected.

If the Crossing Session IV order is part of a program, as defined earlier, it must also be reported to the
Exchange via the DPTR application in accordance with Information Memo 03-9 (March 17, 2003) and
Information Memo 04-31. Additionally, there is no overlap between a program entered and executed in
Crossing Session II and a VWAP order which is part of a program entered and executed in Crossing Session
IV. A member organization can use either Crossing Session II or Crossing Session IV for entry and execution
of a given program, or in the case of Crossing Session IV, part of a given program, but can NOT use both
for the same program, given that all other requirements for entry of orders in either Crossing Session II or
Crossing Session IV are met.

Extension of Hours of Operation of Crossing Sesssion II

Effective June 15, 2004, Crossing Session II will be extended to 6:15 p.m., meaning that orders can be
entered beginning at 4:00 p.m. and ending at 6:15 p.m. See also Info. Memo 04-31 on the Extension of
Crossing Session II.

Questions concerning the subject matter of this Memo should be addressed to:

Operation of Crossing Sessions III and IV: Bob Airo (Competitive Position Group) at (212) 656-5663.

Regulatory Issues: Donald Siemer (Rule Development) at (212) 656-6940.

* * * *

___________________________

Regina C. Mysliwiec

Senior Vice President

Market Surveillance

Attachments

EXHIBIT A

Additions underscored

Deletions [bracketed]

Rule 900

(a) though (d) – No Change
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(e) As used in this 900 series of Rules and other Rules in their application to Off-Hours Trading, the following
terms shall have the meanings specified below:

(i) The term "aggregate-price order" means an order to buy or sell a group of securities, which group
includes no fewer than 15 Exchange-listed securities having a total market value of $1 million or
more.
(ii) The term "closing price" means the price established by the last "regular way" sale in a security
prior to the official closing of the 9:30 a.m. to 4:00 p.m. trading session, as determined by the
Exchange.
(iii) The term "closing-price order" means an order to buy or sell a security at its closing price.
(iv) The term “guaranteed price coupled order” means an order to buy for a minimum of 10,000
shares coupled with an order to sell the same quantity of the same security. One side of the
guaranteed price coupled order must be for the account of a member organization and the other
side must be for the account of one of its customers. Such orders must be entered and priced in
accordance with Rule 907.
(v)

[(iv)] The term "Off-Hours Trading Facility" means the Exchange facility that permits members and
member organizations to effect securities transactions on the Exchange pursuant to this 900 series
of Rules. The term "Off-Hours Trading" refers to trading through that facility.

New Rule 907

Guaranteed Price Coupled Orders

(a) A member organization may enter into the Off-Hours Trading Facility a guaranteed price coupled order or
an order to be executed at the volume weighted average price (“VWAP”), subject to the following:

(i) the member organization has accepted from its customer prior to the close of trading of the
Exchange’s 9:30 a.m. to 4:00 p.m. trading session an order for at least 10,000 shares, and has
guaranteed its customer a specific price with respect to the entire order or the VWAP;
(ii) the member organization has recorded, along with all required details of the order, the
guaranteed price or that the customer has elected the order be executed at the VWAP and has
documented the basis upon which the VWAP is to be calculated;
(iii) the guaranteed price coupled order or an order to be executed at the VWAP is for that portion of
the customer’s order that could not be executed prior to 4:00 p.m., but in any event must be at least
10,000 shares;
(iv) the guaranteed price coupled order or VWAP order is priced at a price that ensures that the
entire order is executed at a price that is no worse than the guaranteed price or VWAP;
(v) the member organization designates the guaranteed price coupled order as Crossing Session III
and the VWAP order as Crossing Session IV.

(b) A guaranteed price coupled order or VWAP order may be entered at any time following the close of the
9:30 a.m. to 4:00 p.m. trading session on the Exchange until the close of the Consolidated Tape.

(c) A guaranteed price coupled order may be priced at a price that is outside the range of prices for the
subject security during the 9:30 a.m. to 4:00 p.m. trading session.

(d) A guaranteed price coupled order or VWAP order shall be immediately executed upon entry into the Off-
Hours Trading Facility.

(e) Upon the close of the Consolidated Tape, the Exchange shall print each trade reported through the Off-
Hours Trading Facility as guaranteed price coupled orders or VWAP orders. Guaranteed price coupled orders
shall be designated as Crossing Session III. VWAP orders shall be designated as Crossing Session IV.
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(f) Member organizations shall not enter a guaranteed price coupled order or VWAP order pursuant to
paragraph (a) of this Rule if the order is for a security that was subject to a trading halt at the time the
Exchange’s 9:30 a.m. to 4:00 p.m. trading session ended.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release No. 48857 (Dec. 1, 2003), 68 FR 68440 (Dec. 8, 2003).
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Market Surveillance

New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 ATTENTION:

TECHNOLOGY AND OPERATIONS OFFICERS, FLOOR MEMBERS, EQUITY TRADING DESKS, AND
REGULATORY AND COMPLIANCE OFFICERS

TO:

ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT:

ORDER TRACKING SYSTEM AND TIME STAMPS AND SYNCHRONIZATION - EXCHANGE RULES 132A,
132B, 132C

Rule 132A concerning time stamps and synchronization and Rules 132B and 132C concerning the
Exchange's Order Tracking System (OTS) are scheduled to be implemented on July 16, 2004. These rules
were the subject of Information Memos 02-28, issued on July 1, 2002 and 03-26, issued on June 10, 2003.
Technical specifications can be found at http://www.nyse.com/techspecs. This Information Memo is being
issued to clarify certain aspects of the rules and to answer frequently asked questions concerning OTS.

Time Stamps and Synchronization in FESC and OTS

Pursuant to Rule 132A, members are required to synchronize the business clocks used to record the date
and time of any event that must be recorded pursuant to Exchange rules. Information Memo 03-26, issued
June 10, 2003 indicated that all times recorded must be in prevailing Eastern Time (standard or daylight
savings time when in effect). There is one exception: drop copies to the FESC database must be recorded in
Universal Time Coordinated (UTC). Details are contained in the SIAC Specification issued on August 6, 2003
concerning member firm FESC drop copy interface.

OTS

Recording versus Reporting

Rule 132B requires members and member organizations to record all specified data elements immediately
upon receipt or origination of an order. It requires additional recording immediately following the transmission
of an order to another member or from one department to another within a firm (with limited exceptions) and
following the modification or cancellation of an order. The data elements listed in Rule 132B are required to
be reported to the Exchange upon request.

FAQs
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The following are responses to frequently asked questions concerning OTS recording requirements:

Order Receipt (Rule 132B)

Q1. Are dually listed securities covered by the Rule?

A1. Yes. Rule 132B applies to all Exchange-listed securities wherever traded.

Q2. Are bonds exempt from the order recording requirements in Rule 132B?

A2. Currently, listed bonds are covered by Rule 132B. The Exchange is in the process of seeking approval
from the Securities and Exchange Commission to amend Rule 132B to exempt bonds from OTS. The
membership will be informed of the SEC's decision.

Q3. When is an order considered received by a member or member organization?

A3. An order entered electronically is received by a member or member organization when it is accepted by
the firm's order management system. An order entered in any other manner is received when a member or a
member organization representative authorized to accept orders does so at a location where the member or
member organization conducts business. There is no exemption for foreign offices of member organizations
or for prime brokers that are Exchange member organizations.

Q4. If a clearing member's automated order routing system is used by a correspondent firm to route an order
to the Exchange Floor, does the clearing member firm need to record details of the order?

A4. If the clearing member's automated order routing system receives an order in an NYSE Listed security
from a non-member correspondent firm, then the clearing member is responsible for recording order details.
If the clearing member's automated order routing system receives an order from a member correspondent
firm and sends the order to the Exchange Floor without any interaction with the order, then only the member
correspondent firm must record order details. If the clearing member firm interacts with the order, then both
the member correspondent and the clearing member must record order details.

Q5. Is a Floor broker required to record order details when an order is received by the broker on the Floor?

A5. If a Floor broker receives an order directly from a customer without using a system that complies with
Rule 123(e), then the Floor broker is required to record all of the order details outlined in Rule 132B (e.g., an
order received on the Floor from a public customer).

Details concerning an order sent to the Floor via an Exchange or proprietary system that complies with Rule
123(e) (such as BBSS) are already captured by such systems and need not be recorded by the Floor broker.
If, after receipt from such a system, the order is then transmitted from the receiving Floor broker to another
Floor broker, then both the Floor broker transmitting the order and the Floor broker receiving the order are
required to record the order identifier and the identity of the Floor member transmitting and receiving the
order.

Order Transmittal (Rule 132B)

Q6. Rule 132B requires the member organization to record specified order details when an order is
transmitted to another department within the organization that is not the trading department. Has the
Exchange defined the terms “department” and “trading department”?

A6. The Exchange has not specifically defined these terms. Each firm must determine if the area within the
firm that an order is being transmitted to is a different department and whether the area being transmitted to is
a trading department.

Q7. If a member organization transmits an order from a trading desk to another execution venue (e.g., a
firm's booth at another exchange or ECN) other than the New York Stock Exchange Floor, is this transmittal
recorded? What if the order is first received on the trading Floor of the other exchange?
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A7. The transmittal from the trading desk to its booth at another exchange is recorded if the security is an
Exchange-listed security. If the booth at the other exchange is a member organization's booth, then it is
recorded as a transmittal to another department. If the transmittal is to a non-member organization, then it is a
transmittal to a non-member.

If the booth at the other exchange where an order in an NYSE-listed security is received for the first time is
the booth of an Exchange member organization, then order details must be recorded even if received and
executed at another execution venue.

Proprietary Orders

Q8. Must the details of member organization proprietary orders be recorded?

A8. Yes. Rule 132B has no exemption for proprietary orders. This includes orders by Floor brokers to resolve
an error, as well as “upstairs” errors.

Reporting

Q9. A member organization may parcel out a large order in pieces over time/days. Since one of the
Exchange's request parameters will be for order details concerning an order executed during a stated time
frame, what is the firm's reporting requirement?

A9. The firm is required to report all the details concerning the original order that included the executions
noted in the request. This order should have a unique order identifier that is carried through each piece of
the order as it is parceled out. Since the purpose of Rule 132B is to create a full audit trail concerning an
order from origination through execution, the Exchange needs to know how the entire order was handled
by the member organization. If an order was entered in its entirety into SuperDot, there is no requirement to
record and retain the order details outlined in Rule 132B concerning transmittals. Upon request, the member/
member organization would report the original order details; the number of shares entered into SuperDot;
and transmittal/modification/cancellation details for only the pieces of the order that were not entered into
SuperDot.

Record Retention Requirements

Q10. How long must OTS data be preserved?

A10. Under SEC Rules 17a-3 and 17a-4 and Exchange Rule 440, OTS data must be preserved for a period
of not less than three years, the first two years in an accessible place.

* * * *

Technical questions should be directed to Scott Menkes, Director, Regulatory Technology, at 212-656-4085
(smenkes@nyse.com). Regulatory questions should be directed to Margo Hassan, Director, Market
Surveillance, at 212-656-2282 (mhassan@nyse.com) or Rohan Prashad, Director, Market Surveillance, at
212-656-6772 (rprashad@nyse.com).

___________________________

Regina C. Mysliwiec

Senior Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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June 9, 2004

  
Member Firm Regulation

New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005
 ATTENTION: CHIEF EXECUTIVE OFFICER, FINANCIAL & OPERATIONS OFFICER, MANAGING
PARTNERS, CREDIT AND MARGIN DEPARTMENTS, COMPLIANCE AND LEGAL DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: IMPACT ON REGULATORY REQUIREMENTS DUE TO SECURITIES MARKETS CLOSURE
ON JUNE 11, 2004

The New York Stock Exchange will be closed on Friday, June 11, 2004, in observance of the national day of
mourning for former President Ronald Reagan.

Although the Federal Reserve Board will be closed, its 12 regional banks will remain open and not all banks
will be closed. In addition, DTCC will be open to settle transactions. The Exchange has received numerous
questions regarding the impact of our closure on regulatory and other requirements. For regulatory purposes,
in regards to the applicable requirements pursuant to SEA Rules 15c3-1, 15c3-3, and 17a-5, NYSE Rule 431
and FRB Regulation T, members and member organizations should treat Friday, June 11 th, as a regular
business day.

The following examples illustrate regulatory compliance in considering Friday, June 11 th, as a
regular business day:
SEA Rule 15c3-1: For aging purposes in determining net capital charges (fail to deliver,

suspense charges, etc.) June 11 th should be considered a regular business
day.

SEA Rule 15c3-3: (1) The weekly reserve formula computation should be prepared as of close
of business on Friday, June 11 th, with the deposit requirement (if any) to be
made by 10:00 a.m. on Tuesday, June 15 th.
(2) For purposes of possession or control requirements, if required, bank loan
and stock loan recalls should be effected on June 11 th.

FRB Regulation T: Margin extensions due on Friday, June 11 th, can be filed either on that day
or on Monday, June 14 th, (as of June 11 th). All other extensions should be
filed on the normal due date, counting June 11 th as a business day. The same
procedure should be followed for paragraph (m) extensions pursuant to SEA
Rule 15c3-3.

NYSE Rule 431: For maintenance margin calls, pursuant to NYSE Rule 431(f)(6), June 11 th

should be counted as a regular business day.

The following will be permissible exceptions to applicable rules and regulations as noted.
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FRB Regulation T: For extensions required on DK'd COD transactions, the Exchange will treat
June 11 th as a non-business day. It is understood that securities cannot be
liquidated when the primary market where the securities are traded is closed.

SEA Rule 17a-5: For purposes of determining the June 2004 FOCUS Report due date, June 11
th should not be considered as a business day.

For securities lending, it is understood that the business will continue to operate as usual on June 11 th, even
though the primary securities markets will be closed.

On a case-by-case basis, the Exchange will consider a request for relief from regulatory requirements
resulting from the closing of the securities markets on June 11, 2004. In cases where undue hardship can be
demonstrated, members and member organizations should contact their Finance Coordinator to discuss the
specific relief sought and the reason for such relief.

Questions relating to NYSE Rule 431 and FRB Regulation T should be directed to Albert Lucks at (212)
656-5782. All other questions should be directed to your Finance Coordinator.

___________________________

Richard Ketchum

Chief Regulatory Officer

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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June 9, 2004

  
Market Surveillance

New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: GAPPING THE QUOTE (RULES 60, 79A.15, 104)

Introduction

The NYSE auction market provides valuable opportunities to price transactions fairly to all investors in a
way that truly reflects supply and demand. At the moment of that pricing, transparency of any imbalance is
critical to attract participation to offset the imbalance and facilitate price discovery. In that regard, the NYSE is
updating its policies to achieve greater transparency in light of faster market conditions and technology. The
procedures that are being updated will provide improved opportunities for all market participants to access the
NYSE market and serve customers, improving transparency in situations where gapped quotations are used.

The Exchange is modifying the Intraday Breakout Policy currently described in Information Memo 94-32
(August 9, 1994) and the 2003 Floor Official Manual (Page 38). The modification involves a new procedure for
specifying the size in gap quoting situations, making the size of the gap quote 100 sharesx size or sizex 100
shares, instead of 100 sharesx 100 shares. In addition, the new procedure shortens the reasonable period of
time for the gapped quotation to remain in place in light of faster market conditions and technology.

Background

The purpose of the gap quote procedures is to provide public dissemination of an order imbalance and to
minimize short-term price dislocation associated with such imbalance by allowing appropriate time for the
entry of offsetting orders or the cancellation of orders on the side of the imbalance.

An imbalance may occur when the specialist receives a sudden influx of orders on the same side of the
market at the same time or when there are one or more large-size orders and there is no offsetting interest.
An imbalance may also occur when a member proposes to effect a one-sided block transaction at a
significant premium or discount from the prevailing market.

When an imbalance exists, gap quote procedures provide that the specialist widens the spread between the
bid and offer, a process known as “gapping.” In such cases, the bid or offer price must match (“touch”) the
prior sale price. Once a quotation has been gapped, it should remain in place for a reasonable time to allow
interested parties to respond to the order imbalance.

A Floor Governor, Executive Floor Official or Senior Floor Official oversees and provides input into the gap
quote process.

Prior Practice
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Formerly, gap quote procedures provided that the specialist show the size associated with the gapped
quotation as 100x 100 and a senior-level Floor Official determine a reasonable period of time for the gapped
quotation to be maintained (generally, not to exceed 5 minutes), to allow for adequate public disclosure and
sufficient time to attract contra side interest.

New Procedures to Accelerate Price Discovery

In order to provide more useful information and accelerate price discovery, the Exchange has determined to
update the gap quotation procedures to require that the specialist disseminate a quote size of 100 shares on
only one side of the market. Size consistent with the order imbalance is to be shown on the other side, i.e.,
100 × size or size × 100. The 100 share side represents the specialist's determination of the price at which
the stock would trade if no contra side interest develops or no cancellations occur as a result of the gapped
quotation. This determination takes into account executable orders on the book at better prices than the price
of the 100 share bid or offer. The size side represents the extent of the order imbalance.

When a gapped quotation situation arises, the specialist must:

• Honor the existing firm quotation, complete all related Display Book reports, and check the
status of the order imbalance;

• Gap the quotation:

- on the side of the imbalance, make the bid or offer price, as appropriate,
touch the last sale, and
- show the size of the imbalance in that bid or offer size;
- on the side opposite the imbalance, show the possible extent of price
impact in the bid or offer price, as appropriate, and
- make the size on that side of the market one round lot;

• Consult with a Floor Governor, Executive Floor Official or Senior Floor Official as to how to
proceed;

• Promptly contact known contra-side parties; and
• Continue to permit the entry and cancellation of orders in the Display Book.

The procedures provide that a gapped quotation should remain in place for a reasonable time to allow for
interested parties to respond to the order imbalance. What constitutes a reasonable time is determined by the
unique circumstances of each gapped quotation situation. However, the gapped quotation generally should
last at least 30 seconds unless offsetting interest is received earlier, and generally should not exceed two

minutes 1  , unless circumstances require otherwise.

The Floor Governor, Executive Floor Official or Senior Floor Official shall determine whether to:

• execute the orders immediately;
• direct the specialist to maintain the gapped quotation beyond 30 seconds, but no more than

two minutes, unless circumstances require otherwise, in order to allow time for contra side
interest to develop or cancellations to occur; or

• halt trading in the stock.

Under Exchange Rule 60(e), as described in Information Memo 03-21 (May 15, 2003), in a situation involving
the use of the gap quote procedures, specialists will not be required to modify the 100 share side of the
quotation to post better priced buy or sell limit orders or add to size during the reasonable gapped quote
period.

Example

At 2:10 P.M., the market in XYZ is $76.45 bid for 2,000 shares, 5,000 shares offered at $76.50 with the last
sale at $76.47. The specialist receives a sudden influx of orders through the System and from Floor brokers
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to buy 370,000 shares at the market. The specialist executes a portion of the buy order imbalance against the
5,000 shares offered to honor the firm quote. 5,000 shares at $76.50 are reported to the Consolidated Tape
and the related Floor reports are issued. The specialist then gaps the quote, making the market $76.50 bid for
365,000 shares, 100 shares offered at $78.00. Note that this gapped quotation meets all of the requirements
discussed above. The bid price touches the last sale. The size of the imbalance, which was reduced when the
specialist took the offer, is published as the bid size. The offer price indicates the possible extent of the impact
of the buy imbalance on the price of the stock. Lastly, the offer size is shown as 100 shares to indicate that
there is insufficient interest on the sell side of the market.

Autoquote Feature

When the specialist disseminates a 100 share quote on one side of the market (100 × size or size × 100)
where the 100 share side represents the specialist's bid or offer, the autoquote feature is temporarily not
available on that side of the market for the limited period of the gapped quote. However, the side of the
market displaying size will continue to be subject to autoquoting.

NYSE Direct+

Auto ex orders will continue to trade with and will reduce the size of the side of the market where the
imbalance is being shown. Auto ex executions will not take place on the side of the market showing 100
shares.

Inappropriate Use of Manual 100 Share Market

It would not be appropriate for a specialist to repeat or continue to disseminate the manual 100 share by
100 share market as that could have the effect of not displaying or quoting a limit order (unless executed or
cancelled) until after 30 seconds.

Note

Changes to the Exchange's Direct+ facility and market structure may affect the procedures described herein.
However, until rule changes are submitted to the Securities and Exchange Commission for comment and
review, and approval and implementation, the procedures described above will remain in place.

Questions concerning the subject of this Memo may be addressed to Jerome Reda, Director, Member
Trading II, at (212) 656-5354 or Carol Krusik, Manager, Member Education, at (212) 656-4597.

___________________________

Regina C. Mysliwiec

Senior Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Rule 123D provides that with respect to a trading halt, a minimum of five minutes must elapse between
the publication of the initial indication and the stock's reopening. In the event that more than one
indication was published, the stock may re-open three minutes after the last indication was published,
provided that at least five minutes had elapsed from the publication of the initial indication. See

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

780

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE123D/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


Information Memo 03-5 (2/27/03). These time limits guide Floor Officials as to what may be an
appropriate duration of a gap quote.
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June 9, 2004

  
Market Surveillance

New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 ATTENTION: CHIEF EXECUTIVE OFFICERS, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS, RESEARCH DEPARTMENTS, REGISTRATION, AND CONTINUING EDUCATION
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: HOURS FOR TRADING OF LISTED EXCHANGE-TRADED FUNDS

Effective immediately, the following Exchange-Traded Funds (“Funds”) listed on the NYSE will
trade until 4:15 P.M:
Fund Name Symbol Info Memo
iShares® Dow Jones Select Dividend Index Fund DVY 03-52
iShares® S&P Global 100 IOO 00-29
iShares® NYSE 100 Index Fund NY 04-18
iShares® NYSE Composite Index Fund NYC 04-18

They join the following NYSE-listed ETFs that already and will continue to trade until 4:15 P.M.:
Fund Name Symbol Info Memo

Fresco SM Dow Jones STOXX 50 Fund FEU 02-45
Fresco SM Dow Jones EURO STOXX 50 Fund FEZ 02-45
iShares® Lehman TIPS Bond Fund TIP 03-57

For further information on these Funds, please see the Information Memos listed above.

Questions concerning the matters discussed in this Memorandum may be addressed to:

James McGowan (Exchange Traded Funds, Competitive Position Group) on 212-656-2490,

Michael Cavalier (Office of the General Counsel) on (212) 656-2474, or

Jeff Rosenstrock (Market Surveillance, Rule Development) on (212) 656-5499.

___________________________

Regina C. Mysliwiec

Senior Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.
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May 3, 2004

  
New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPART,ENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ARBITRATION - EXTENSION OF PILOT - WAIVER OF CALIFORNIA ETHICS STANDARDS
FOR NEUTRAL ARBITRATORS

The Exchange, on March 24, 2004, filed with Securities and Exchange Commission (the “SEC”) for
immediate effectiveness, an additional extension, through September 30, 2004, of Rule 600(g). The Rule,
which relates to waiver of California Ethics Standards for Neutral Arbitrators in Contractual Arbitrations (the
“California Standards”), was previously filed with the SEC, on a six-month pilot basis, on November 12, 2002.
On May 12, 2003 the Exchange filed for an extension of the rule to September 30, 2003. On September 26,
2003 the Exchange filed for a subsequent extension of the rule to March 31, 2004.

The SEC's November 12, 2002 Approval Order stated that the Exchange's Director of Arbitration would
monitor the progress of the litigation NASD Dispute Resolution, Inc. and New York Stock Exchange, Inc. v.
Judicial Council of California, No. C 02 3485 (N.D. Cal.) and determine whether there is a continuing need for
the waiver option at the end of the original pilot period.

The litigation, in which the Exchange and NASD Dispute Resolution, Inc. sought a declaratory judgment that
the California Standards are preempted by federal law, has not been concluded. On November 12, 2002,
Judge Samuel Conti dismissed the action on Eleventh Amendment grounds. A Notice of Appeal from Judge
Conti's decision has been filed with the United States Court of Appeals for the Ninth Circuit.

In the absence of a final judicial determination or legislative resolution of the preemption issue, the Exchange
has determined that it should continue the waiver option.

___________________________

Daniel Beyda

Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

784

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P04-25%2909013e2c855b3972?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 04-24

Click to open document in a browser

Information Memo May 3, 2004

  
Member Firm Regulation

New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 ATTENTION: MANAGING PARTNER, CHIEF EXECUTIVE OFFICER, CHIEF OPERATIONS OFFICER,
CHIEF FINANCIAL OFFICER, COMPLIANCE AND LEGAL DEPARTMENT

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: RULE 446 - BUSINESS CONTINUITY AND CONTINGENCY PLANS

On April 7, 2004, the Securities and Exchange Commission (“SEC” or the “Commission”) approved New
York Stock Exchange, Inc. (“NYSE” or the “Exchange”) Rule 446 (“Business Continuity and Contingency
Plans”), which requires members and member organizations to establish and maintain business continuity

and contingency plans (“BCPs”) (Exhibit A). 1   As discussed in more detail below, NYSE Rule 446 is effective
on August 5, 2004.

General Requirement

Rule 446(a) requires members and member organizations to establish and maintain BCPs relating to
an emergency or significant business disruption. Rule 446(a) also requires that a member's or member
organization's BCP be reasonably designed to enable it to meet its existing obligations to customers, and
address existing relationships with other broker-dealers and counter-parties.

Annual Review of BCPs

Rule 446(b) requires members and member organizations to conduct at least annually a review of their BCPs
to determine whether modifications are necessary in light of changes to operations. However, BCPs must
be updated whenever there is a material change in a firm's operations, structure, business, or location that
affects the information set forth in the BCP.

Minimum Requirements of a BCP

Rule 446(c) provides that a BCP shall be tailored to the size and needs of a member or member organization
and sets forth 10 elements that a BCP must, at a minimum, address. The 10 elements are:

1) books and records back-up and recovery (hard copy and electronic);
2) identification of all mission critical systems and back-up for such systems;
3) financial and operational risk assessments;
4) alternate communications between customers and the firm;
5) alternate communications between the firm and its employees;
6) alternate physical location of employees;
7) critical business constituent, bank and counter-party impact;
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8) regulatory reporting;
9) communications with regulators; and
10) how the member or member organization will assure customers prompt access to their
funds and securities in the event the member or member organization determines it is unable
to continue its business.

Rule 446(c) provides that members' and member organizations' BCPs address, at a minimum, elements
1-10. Where any of these items are not applicable (with the exception of 10 which must be addressed in all
BCPs), a member's or member organization's plan would have to specify the item(s) and state the rationale
for not including such item(s) in its plan. In the event a firm's activities are limited solely to proprietary trading,
it would not have to address element 10. While Rule 446(c) provides members and member organizations
flexibility to tailor plans according to their size and needs, each firm is required to address the issue of
customers' prompt access to their funds or securities, irrespective of its size or needs. In addition, while
members and member organizations are required to address these minimum elements, they should also
include additional elements as appropriate.

Certain of these elements of a BCP warrant further explanation. Accordingly, the Exchange is taking this
opportunity to advise members and member organizations of their responsibilities under this section of the
Rule.

Mission Critical Systems and Back-Up for Such Systems

The term “mission critical system,” for purposes of this Rule, means any system that is necessary, depending
on the nature of a member's or member organization's business, to ensure prompt and accurate processing
of securities transactions, including order taking, entry, execution, comparison, allocation, clearance and
settlement of securities transactions, the maintenance of customer accounts, access to customer accounts
and the delivery of funds and securities.

The Exchange understands that the business of some members and member organizations may not touch
upon each of the categories and that members or member organizations may not perform certain of the
“mission critical systems” functions. If a member or member organization does not include a specified
category in its plan, the member's or member organization's BCP must document the rationale for its
absence. Similarly, if a member or member organization relies on another entity, e.g., a broker-dealer
or service provider, for any of the above-listed categories or any mission critical system, the member's
or member organization's BCP must explain the relationship with the other entity in its plan. Even where
members or member organizations rely on other entities to perform certain functions, members or member
organizations must still create specific procedures to follow in light of a significant business disruption. If,
for example, a clearing firm maintains customer funds and securities on behalf of an introducing firm, the
introducing firm must address its own procedures and may not merely state that the firm does not hold
customer funds or securities.

The Exchange also understands that many introducing firms may rely on their clearing firms for most mission
critical systems and the maintenance of certain books and records. As such, introducing firms may need
access to information contained within its clearing firm's BCP. In instances where a member or member
organization is relying on a clearing firm or some other entity, e.g., a broker-dealer or service provider, it
would be preferable for them to have access to relevant parts of the clearing firm's BCP but it must, at a
minimum, be aware of what such clearing firm's or entity's BCP contemplates.

Critical Constituent, Bank and Counter-Party Impact

Rule 446(c)(7) requires that a member's or member organization's BCP address “critical constituent, bank
and counter-party impact.” Members and member organizations are required to establish procedures that
assess the impact that a significant business disruption would have on business constituents (businesses
with which a member or member organization has an ongoing commercial relationship pertaining to the
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support of the member's or member organization's operating activities), banks (lenders), and counter-parties
(such as other broker/dealers or institutional customers). In addition, members and member organizations
would be required to address whether alternative actions or arrangements with respect to their contractual
relationships with critical business constituents, banks, and counter-parties would be appropriate upon the
occurrence of a material business disruption to either party. Members and member organizations will be
responsible for identifying those relationships that they deem critical for purposes of complying with the Rule.

Data Back-Up and Recovery (Hard Copy and Electronic)

One of the categories that members' and member organizations' BCPs must address is “books and records
back-up and recovery (hard copy and electronic).” The Exchange notes that the Rule does not mandate that
members or member organizations keep books and records (and back-up books and records) in both hard
copy and electronic formats. Members and member organizations should, however, refer to SEC and NYSE
rules and interpretative materials that specifically address record retention requirements, including SEC Rule

17a-4 2   and NYSE Rule 440, to determine what records firms must retain (and in what format).

Prompt Access to Funds

BCPs should be designed to allow for the continuation of a firm's business after a significant business
disruption. The Exchange recognizes that depending on the firm and the nature and length of a business
disruption, continuation of business may not be practical or in the best interests of the firm and its customers.
Therefore, the Rule does not require that as part of its BCP, a firm must stay in business. However, should a
firm determine not to continue its business after a significant business disruption, its BCP must contemplate
steps necessary to protect the interest of customers, and address its existing relationships with broker-
dealers and other counter parties. In choosing to cease its operations, a member or member organization
must do so in a manner consistent with applicable laws, and SEC and Exchange rules. In this regard,
Rule 446(c)(10) requires that each member's or member organization's BCP address how it will assure its
customers prompt access to their funds and securities in the event that the member or member organization
determines it is unable to continue its business. This provision will help to ensure that if a member or
member organization is unable or chooses not to continue its business following a significant business
disruption, customers can access their funds or securities held through the member or member organization.
A discussion of this process must be included in a firm's BCP.

Further, if a member or member organization believes that Securities Investors Protection Corporation
(“SIPC”) rules or any other rules may be relevant to impact its fulfillment of this requirement, the member or
member organization should include compliance with SIPC or other rules in its BCP. However, members and
member organizations may not rely on SIPC membership, by itself, to satisfy their obligations under Rule
446(c)(10).

Disclosure Provisions

Rule 446(d) requires each member or member organization to disclose to its customers how its BCP
addresses the possibility of a future significant business disruption and how the member or member
organization plans to respond to events of varying scope. Such disclosure must, at a minimum, be made
in writing to customers at account opening, be posted on the member's or member organization's Internet
website (if the member or member organization maintains a website), and be mailed to customers upon
request.

The Rule 446(d) disclosure requirement contemplates that a member or member organization summarize the
manner in which its BCP addresses the possibility of significant business disruptions. For example, members
and member organizations would need to disclose the existence of back-up facilities and arrangements.
However, members and member organizations would not need to disclose such factors as: the specific
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location of any back-up facilities; any proprietary information contained in the plan; and the parties with whom
the member or member organization has back-up arrangements.

In addressing the events of varying scope, the Exchange believes that each member and member
organization should: 1) provide specific scenarios of varying severity (e.g., a firm-only business disruption,
a disruption to a single building, a disruption to a business district, a city-wide business disruption, and a
regional disruption); 2) state whether it plans to continue business during that scenario and, if so, its planned
recovery time; and 3) provide general information on its intended response.

Members and member organizations may include in their BCPs a notice to the effect that such plans are
subject to modification, that updated plans will be promptly posted on the member's or member organization's
Internet website, and that customers may alternatively obtain updated plans by requesting a written copy of
the plan by mail.

Corporate-Wide BCP

A subsidiary member or member organization may satisfy its obligations under Rule 446 by participation in
a corporate-wide BCP that satisfies the Rule's requirements, and that covers its subsidiary (the member or
member organization), regardless of whether the parent corporation is a member or member organization
of the Exchange. However, inclusion in a corporate-wide BCP does not obviate the need for compliance by
the member or member organization with the record-keeping and supervisory requirements of the Rule. If
a member or member organization chooses to participate in a parent company's corporate-wide BCP, the
record-keeping, supervision, creation, execution, or updating of that plan must comply with Rule 446. In
addition, the subsidiary member or member organization must ensure that the parent and subsidiary both
comply with NYSE rules on record-keeping and supervision for purposes of Rule 446. Finally, the parent
corporation must grant the Exchange access to its BCP upon request. If access is not granted, the subsidiary
member or member organization will be deemed not to have complied with Rule 446 requirements.

Financial and Operational Risk Assessments

Rule 446(f) defines the term “financial and operational risk assessments” to mean a “set of written procedures
that allow members and member organizations to identify changes in their operational, financial and credit
risk exposure.”

Operational risk focuses on firms' abilities to maintain communications with customers and to retrieve key
activity records through their “mission critical systems.” Financial risk relates to firms' abilities to continue to
generate revenue and to retain or obtain adequate financing and sufficient capital. In this regard, an eroding
financial condition could be exacerbated or caused by deterioration in the value of a firm's investments
due to the lack of liquidity in the broader market, which would also hinder the ability of the firm's counter-
parties to fulfill their obligations. A firm would be expected to periodically assess changes in these exposures,
and in the event of a significant business disruption, the firm would consult its plan and take appropriate
action contemplated by its plan. Members' and member organizations' procedures should be written and
implemented to reflect the interrelationship among these risks.

Emergency Contact Information

Rule 446(g) requires members and member organizations to designate and identify to the Exchange
a senior officer as referenced in Rule 351(e) to approve and review BCPs, as well as an Emergency
Contact Person(s). Prompt notification is to be given to the Exchange in the event of a change in such
designations. Members and member organizations are required to furnish BCP contact information to

the Exchange through the Exchange's Electronic Filing Platform (“EFP”). 3   In addition, members and
member organizations can access and obtain up-to-date information concerning a disruption to normal NYSE
business operations through the Exchange's notification telephone line (1-866-NYSEDIAL) and website
(www.nyse.com/memberinfo).
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Implementation Dates

The Rule becomes effective on August 5, 2004. For purposes of the August 5 th effective date, each
member and member organization must have: (1) developed a BCP designed to meet existing obligations
to customers, and address existing relationships with other broker-dealers, and counter-parties, addressing
the 10 minimum requirements discussed above; (2) addressed reliance on another entity, for any aspect of a
BCP that such entity is performing for the member or member organization; (3) posted its BCP on its Internet
website (if applicable); and (4) developed and implemented procedures to advise clients, in writing, at account
opening of its BCP; and (5) implemented a system to mail BCPs to customers, upon request.

The designation, as required by Rule 446(g), of a senior officer to approve the BCP as well as an Emergency
Contact Person(s), must be completed by firms by May 7, 2004.

Questions concerning the Memo may be addressed to William Jannace at 212-656-2744.

___________________________

Richard Ketchum

Chief Regulatory Officer

Attachments

Exhibit A

Business Continuity and Contingency Plans

New Rule 446

(a) Members and member organizations must develop and maintain a written business continuity
and contingency plan establishing procedures relating to an emergency or significant business
disruption. Such procedures must be reasonably designed to enable members and member
organizations to meet their existing obligations to customers. In addition, such procedures must
address their existing relationships with other broker-dealers, and counter-parties. Members and
member organizations must make such plan available to the Exchange upon request.

(b) Members and member organizations must conduct, at a minimum, a yearly review of their business
continuity and contingency plan to determine whether any modifications are necessary in light of
changes to the member's or member organization's operations, structure, business or location.
In the event of a material change to a member's or member organization's operations, structure,
business or location, the member or member organization must promptly update its business
continuity and contingency plan.
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(c) The elements that comprise a business continuity and contingency plan shall be tailored to the
size and needs of a member or member organization. Each plan, however, must, at a minimum,
address, if applicable:

1) books and records back-up and recovery (hard copy and electronic);
2) identification of all mission critical systems and back-up for such systems;
3) financial and operational risk assessments;
4) alternate communications between customers and the firm;
5) alternate communications between the firm and its employees;
6) alternate physical location of employees;
7) critical business constituent, bank and counter-party impact;
8) regulatory reporting;
9) communications with regulators; and
10) how the member or member organization will assure customers prompt access
to their funds and securities in the event the member or member organization
determines it is unable to continue its business.

To the extent that any of the above items is not applicable, the member's or member organization's
business continuity and contingency plan must specify the item(s) and state the rationale for not
including each such item(s) in its plan. If a member or member organization relies on another entity
for any of the above-listed categories or any mission critical system, the member's or member
organization's business continuity and contingency plan must address this relationship.

(d) Each member or member organization must disclose to its customers how its business continuity
and contingency plan addresses the possibility of a future significant business disruption and how
the member or member organization plans to respond to events of varying scope. At a minimum,
such disclosure must be made in writing to customers at account opening, posted on the Internet
website of the member or member organization (if applicable) and mailed to customers upon
request.

(e) The term “mission critical system,” for purposes of this Rule, means any system that is necessary,
depending on the nature of a member's or member organization's business, to ensure prompt and
accurate processing of securities transactions, including order taking, entry, execution, comparison,
allocation, clearance and settlement of securities transactions, the maintenance of customer
accounts, access to customer accounts and the delivery of funds and securities.

(f) The term “financial and operational risk assessments,” for purposes of this Rule, means a set of
written procedures that allow members and member organizations to identify changes in their
operational, financial, and credit risk exposure.

(g) Members and member organizations must designate a senior officer, as defined in Rule 351(e),
to approve the Plan, who shall also be responsible for the required annual review, as well as an
Emergency Contact Person(s). Such individuals must be identified to the Exchange (by name, title,
mailing address, e-mail address, telephone number, and facsimile number). Prompt notification
must be given to the Exchange of any change in such designations.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities and Exchange Act Release No. 49537 (April 7, 2004), 69 FR 19586 (April 13, 2004) (SR-
NYSE-2002-35).
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2  17 CFR 240.17a-4.
3  See NYSE Information Memo 02-41, dated August 30, 2002, for EFP contact information and filing

procedures.
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April 23, 2004

  
Member Firm Regulation

New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER AND CHIEF FINANCIAL OFFICER/
PARTNER AND REGULATORY REPORTING DEPT.

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: FINANCIAL ACCOUNTING STANDARDS BOARD STATEMENT NO. 150 - TEMPORARY
RELIEF ON CALCULATION OF NET CAPITAL

On February 19, 2004, the Securities and Exchange Commission (“SEC” or the “Commission”) issued a no-
action letter (See Exhibit A) in response to the Securities Industry Association Capital Committee's request
for temporary relief from certain provisions of the Commission's net capital rule, Securities Exchange Act Rule

15c3-1, 1   with respect to the impact of Financial Accounting Standards Board (“FASB”) Statement No.150
(“Accounting for Certain Financial Instruments with Characteristics of Both Liabilities and Equity”) on broker-
dealers that are non-public entities.

In May 2003, the FASB issued Statement No.150 to ensure that non-public entities recognize as liabilities
contractual obligations to transfer cash, other assets or equity interests to other parties. FASB Statement
No.150 requires that mandatorily redeemable financial instruments which are generally defined as ownership
interests in the issuing entity with mandatory redemption features, be reclassified as liabilities.

Registered broker-dealers that are non-public entities and that have issued mandatorily redeemable financial
instruments must treat these instruments as liabilities for fiscal periods after December 15, 2003. Partnership,
limited liability company and corporate capital accounts which have clauses in their agreements which require
the mandatory redemption of capital upon a certain event occurring will have to reflect these capital accounts
as liabilities for FOCUS reporting purposes unless the registered brokerdealer has eliminated the applicable
mandatory clauses from its agreements.

In its no-action letter, the SEC has provided temporary relief for non-public brokerdealers to add to their
regulatory net worth the carrying value of mandatorily redeemable financial instruments that Statement
No.150 excludes from equity capital pursuant to Generally Accepted Accounting Principles. This amount
added back to net worth could also be treated as equity in determining a broker-dealer's compliance with
the debt to debt-equity total in paragraph (d) of Rule 15c3-1. This temporary relief shall apply to non-public
broker-dealers only through the end of the first annual period beginning after December 15, 2003, and
shall not apply for fiscal periods beginning after December 15, 2004. By providing this temporary relief, it is
anticipated that nonpublic broker-dealers will make the appropriate amendments to existing agreements and
thus, avoid any potential capital problems by having to classify the financial instrument as a liability.

Non-public broker-dealers should reflect the recorded amounts of mandatorily redeemable ownership
interests in the FOCUS Report as liabilities on line 24.B., “Notes and mortgages payable-Secured,”
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Items1390/1700 for Part II filers and line 18.B., Items 1390/1700 for Part IIA filers until the appropriate
amendments to existing agreements are made. Broker-dealers electing the alternative net capital requirement
method should only reflect the amounts in item 1700. Add-backs to net worth in computing net capital should
be reflected as “Other allowable credits” on line 4. B. item 3525 in the computation of net capital for both Part
II and IIA filers.

Members and Member organizations intending to seek this temporary relief must notify their Finance
Coordinator if applicable. Questions regarding this Information Memo should be directed to your Finance
Coordinator.

___________________________

Richard Ketchum

Chief Regulatory Officer

Attachments

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  17 CFR 240.15c3-1.
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April 14, 2004

  
Member Firm Regulation

New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 ATTENTION: MANAGING PARTNER, CHIEF EXECUTIVE OFFICER, CHIEF OPERATIONS OFFICER,
CHIEF FINANCIAL OFFICER, COMPLIANCE AND LEGAL DEPARTMENT

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: DIRECTED BROKERAGE, INC.

Effective April 14, 2004, and pursuant to NYSE Rule 475(b)(ii), the Exchange summarily suspended member
organization, Directed Brokerage, Inc.

Members and member organizations are advised to close out any outstanding transactions.

Any questions regarding this Memo should be directed to William Wollman at (212) 656-8496 or Rose Marie
Fanelli at (212) 656-5839.

___________________________

Richard Ketchum Chief Regulatory Officer

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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April 14, 2004

  
Market Surveillance

New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: RULE 62 (MINIMUM PRICE VARIATIONS)

The Securities and Exchange Commission has approved an amendment to Rule 62 to provide that the
minimum price variation for stocks trading at price of $100.000 or greater will be ten cents which will be
shown as .1. For securities below that price, the current minimum price variation of one ($.01) will continue to
be in effect.

The text of the rule is attached. Questions concerning this change may be address to Donald Siemer at (212)
656-6940

___________________________

Regina C. Mysliwiec

Senior Vice President Market Surveillance Attachments

Variations

Rule 62 Bids or offers in securities admitted to trading on the Exchange may be made in such variations as
the Exchange shall from time to time determine and make known to is membership.

Supplementary Material:

.10 Notwithstanding the provision for changing the minimum price variation in Rule 62, above, with respect
to equity securities trading on the Exchange in decimal price variations pursuant to the phase-in of decimal
pricing under the "Decimal Implementation Plan for the Equities and Options Markets," filed with the
Securities and Exchange Commission on July 24, 2000, the minimum price variation shall be one cent (0.01).

.20 With respect to equity securities trading on the Exchange at a price of $100,000 or greater, the minimum
price variation shall be ten cents ($.10).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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April 8, 2004

  
Member Firm Regulation

New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 ATTENTION: CHIEF OPERATIONS OFFICER, CHIEF COMPLIANCE OFFICER, AND BRANCH OFFICE
MANAGERS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO RULE 412 (“CUSTOMER ACCOUNT TRANSFER CONTRACTS”) AND ITS
INTERPRETATION

Summary

On March 12, 2004, the Securities and Exchange Commission approved amendments to Rule 412

(“Customer Account Transfer Contracts”) and its Interpretation. 1   An effective date of September 12, 2004
has been established for full compliance with the amendments to allow member organizations sufficient time
to develop and implement any necessary systems changes.

The amendments mandate use of the Automated Customer Account Transfer Service (“ACATS”) system
for “partial” transfers, unless otherwise specifically requested and authorized by a customer. “Partial” or
“non-standard” transfers are instances where specifically designated assets are transferred from an account
held at one broker-dealer to an account held at another broker-dealer. In contrast, “standard” transfers are
instances where account assets, in their entirety, are transferred from one broker-dealer to another broker-
dealer.

The amendments also require the utilization of all automated functionalities available through the ACATS
system in connection with both standard and partial transfers. These include Partial Transfer Receive (PTR),
Partial Transfer Delivery (PTD), Fail Reversal, Mutual Fund Fail Cleanup, and Reclaim Processing.

In addition, the amendments: clarify that electronic signatures are a potential means of customer
authorization; clarify certain designated exceptions to transfer instructions; and eliminate the requirement that
prescribed forms be used with respect to transfer instructions or reports.

Background

Rule 412 prescribes procedures for transferring customer accounts between member organizations, and
generally requires use of the ACATS system when both the delivering and receiving organizations are
members of the National Securities Clearing Corporation (“NSCC”) which administers the ACATS system.
Since ACATS's inception in 1985, numerous enhancements to the system and to Rule 412 have allowed for
faster and more efficient transfers of customer accounts. For example, recent amendments have provided

greater flexibility to expedite the transfer of accounts containing third party and/or proprietary products. 2 
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Prior to amendments discussed in this Memo, the requirements of Rule 412 applied only to standard transfers
processed through the ACATS system. These requirements include specified response times between a
delivering (a/k/a “carrying”) organization and a receiving organization within which to verify assets, resolve
discrepancies, and complete the transfer. The use of certain automated functionalities, such as those
pertaining to the transfer of residual credit positions, was also required.

The ACATS system has for some time had the capability to process partial transfers. However, such transfers
have often been subject to delays, in part because there has not been regulatory authority requiring that
partial transfers be conducted through the system within designated timeframes. The recently approved
amendments, which mandate use of a formalized process with respect to partial transfers, expand the use
of available automated functionalities required to be utilized for all ACATS transfers, and clarify the validity
of legal electronic signatures, are expected to expedite the transfer of account assets through increased
efficiency and accountability.

Amendment Details

Partial Transfers

The amendments to Rule 412 (See Exhibit A) and its Interpretation (See Exhibit B) mandate use of the
ACATS system for partial transfers, unless otherwise specifically requested and authorized by a customer.
The amendments do not eliminate a customer's option to submit alternate authorized instructions (e.g.,
Letters of Authorization or “LOAs”) to a carrying organization in order to effect partial transfers outside

the ACATS system. 3   The transfers of such specifically designated ex-ACATS assets are subject to the
provisions of Rule 412 to the extent that member organizations are expected to process them responsibly and
expeditiously. The amendments require that partial transfers processed through the ACATS system (via a
valid Transfer Instruction Form or “TIF”) be subject, where applicable, to the same procedural standards as
standard transfers.

Available Automated Functionalities

The process of transferring account assets may include associated reconciliation requirements to verify
assets, resolve discrepancies, and complete the transfer. Examples of such requirements would be the
processing of transfer-related: fails (e.g., monies posted by a delivering firm when an asset to be transferred
is not transferred); reclaims (e.g., claims by a delivering firm for the return of assets erroneously transferred);
and residual credits (e.g., the transfer of dividends and other credits to an account after the account has been
transferred).

The amendments require the utilization of all automated functionalities available through the ACATS system

to process such reconciliation requirements in connection with both standard and partial transfers. 4   These
include Partial Transfer Receive (PTR), Partial Transfer Delivery (PTD), Fail Reversal, Mutual Fund Fail
Cleanup, and Reclaim Processing.

Applicable Provisions

Typically, the transfer of an account's assets “in whole” (a standard transfer) results in the carrying/delivering
organization closing the account; the transfer of assets “in specifically designated part” (a partial transfer)
does not. Accordingly, certain customer operational responsibilities remain applicable only in a standard-
transfer context, for example: authorizing the liquidation of any nontransferable proprietary money market

fund assets to be forwarded to the receiving organization or elsewhere, 5   and returning or destroying

any credit/debit cards and/or unused checks to the carrying organization. 6   Likewise, certain member
organization operational requirements apply only to standard transfers, including the “freezing” of an account
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by the carrying organization, 7   and the transfer of any residual credit balances (resulting from dividends,

interest payments, etc.) to the receiving organization. 8 

Customer Authorization / Electronic Signatures

Prior to the amendments, Rule 412 and its Interpretation made reference to “written” customer authorization
requirements. For example, Rule 412(a) required customers to give “written notice” of their intention to
transfer an account from one member organization to another. Rule 412(b)(1) previously indicated that such
notice be in the form of a “signed” broker-to-broker transfer instruction. Likewise, the Interpretation of Rule
412(a) formerly referred to the requirement of an authorized “letter” from customers who intend to transfer
a portion of an account outside the ACATS system and the Interpretation of Rule 412(b)(1) referred to the
“transfer instruction form the customer is required to complete and sign.” The amendments broaden and
clarify the scope of such customer authorization to include electronic signatures “in a format recognized

as valid under federal law to conduct interstate commerce.” 9   This modification contemplates providing
customers with alternatives to “pen and paper” methods of TIF processing, on the condition such methods
otherwise comply with Rule 412 and its Interpretation.

Clarification of Certain Exceptions to Transfer Instructions

A member organization may only take exception to a transfer instruction if one of 11 enumerated conditions

is identified in connection with the requested transfer. 10   The amendments clarify three of these enumerated
conditions, expanding “unrecognized” to “unrecognized residual credit asset,” changing “missing signature” to
“missing or improper authorization,” and clarifying that the “client takes possession” exception now extends to
partial transfers.

Prescribed Forms

The Interpretation to .30 of the Supplementary Material to Rule 412 previously required that member
organizations use “the transfer instructions and provide the reports prescribed by the Exchange when
accomplishing account transfers pursuant to Rule 412…” and that such instructions and reports be the same,
or “substantially similar” to those required by NSCC.

NSCC no longer requires specific formats with respect to transfer instructions or reports; therefore, the
Interpretation to Supplementary Material paragraph .30 has been deleted. Member organizations are
reminded that transfer instructions must still comply with the requirements of Rule 412 and its Interpretation,
and that reports generated in connection with customer account transfers must be consistent with good
business practices.

Questions regarding this Information Memo may be directed to Stephen Kasprzak at (212) 656-5226.

___________________________

Richard Ketchum

Chief Regulatory Officer Attachments

Exhibit A

Additions are underscored

Deletions are [bracketed]

Rule 412. (a) When a customer whose securities account is carried by a member organization (the “carrying
organization”) wants to transfer [the entire] securities account assets, in whole or in specifically designated
part, to another member organization (the “receiving organization”) and gives [written] authorized notice of

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

5

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE412/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE412/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE412/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE412/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE412/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE412/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


that fact to the receiving organization, both member organizations must expedite and coordinate activities
with respect to the transfer. For purposes of this Rule, “authorized notice” pursuant to a transfer instruction
could be the customer's actual signature, or an electronic signature in a format recognized as valid under
federal law to conduct interstate commerce.

(b)(1) Upon receipt from the customer of a n authorized [signed] broker-to-broker transfer instruction form
(“TIF”) to receive such customer's securities account[,] assets in whole or in specifically designated part,
the receiving organization will immediately submit such instruction to the carrying organization. The carrying
organization must, within three (3) business days following either receipt of such instruction, or receipt
of a TIF received directly from the customer authorizing the transfer of assets in specifically designated
part: (i) validate [and return] the transfer instruction (with an attachment reflecting all positions and money
balances to be transferred as shown on its books) to the receiving organization or (ii) take exception to the
transfer instruction for reasons other than securities positions or money balance discrepancies and advise the
receiving organization of the exception taken.

(2) The carrying organization and the receiving organization must promptly resolve any exceptions
taken to the transfer instruction.

(3) Within three (3) business days following the validation of a transfer instruction, the carrying organization
must complete the transfer of the customer's securities account assets to the receiving organization.
The carrying organization and the receiving organization must establish fail to receive and fail to deliver
contracts at then current market values upon their respective books of account against the long/short
positions (including options) [in the customer's securities account] that have not been [physically] delivered/
received and the receiving/carrying organization must debit/credit the related money amount. The customer's
securities account assets shall thereupon be deemed transferred.

(c) Any fail contracts resulting from this securities account asset transfer procedure must be closed out within
ten (10) business days after their establishment.

(d) Any discrepancies relating to positions or money balances that exist or occur after transfer of a customer's
securities account assets must be resolved promptly. When a member organization receives a [written] claim
[letter] notice relating to a[n] securities account asset transfer, the member organization must resolve the
claim within five (5) business days from receipt of such [letter] notice or [respond in writing] take exception to
the claiming organization by setting forth specific reasons for denying the claim.

(e)(1) When both the carrying organization and the receiving organization are participants in a
registered clearing agency having automated customer securities account asset transfer capabilities,
the securities account asset transfer procedure, including the establishing and closing out of fail
contracts, must be accomplished in accordance with the provisions of this rule and pursuant to the
rules of and through such registered clearing agency with the exception of specifically designated
assets transferred pursuant to the submittal of a customer's authorized alternate instructions to the
carrying organization.

(2) When such registered clearing agency has the capability to transfer mutual fund positions or to
employ functionalities including Partial Transfer Receive (PTR), Partial Transfer Delivery (PTD), Fail
Reversal, Mutual Fund Fail Cleanup, or Reclaim Processing, such capability must be utilized with
the exception of specifically designated assets transferred pursuant to the submittal of a customer's
authorized alternate instructions to the carrying organization. [When both the carrying organization and
the receiving organization are participants in a registered clearing agency having automated customer
securities account transfer capabilities with an automated facility for transferring mutual fund positions
such facilities must be utilized for transferring mutual fund positions.]

(3) When securities account assets are transferred in whole and [both the carrying organization and
the receiving organization are participants in a] such registered clearing agency [having automated
customer securities account transfer] has the capability to [capabilities with a facility for] transfer[ring]
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residual credit positions (both cash and securities) which have accrued to an account after the account
has been transferred (residual credit processing), such [facilities] capability must be utilized for
transferring residual credit positions from the carrying organization to the receiving organization.

(4) Each member organization (including organizations that do not utilize automated customer
securities account transfer facilities) is required , [to transfer,] for a minimum period of six (6) months
after [an account] the transfer of securities account assets in whole is completed, to transfer credit
balances (both cash and securities) that occur in such transferred account assets within (10) ten
business days after the credit balances accrue to the account.

(f) The Exchange may exempt from the provisions of this rule, either unconditionally or on specified terms and
conditions, (i) any member organization or class of member organization or (ii) any type of account, security
or financial instrument.

(g) Unless an exemption has been granted pursuant to paragraph (f) of this rule, the Exchange may
impose upon a member organization a fee of up to $100 per securities account for each day such member
organization fails to adhere to the time frames or procedures required by this rule and related published
interpretations.

Supplementary Material:

.10 For purposes of this rule, the term “securities account” shall be deemed to include any and all of the
account's money market fund positions or the redemption value thereof.

.20 For purposes of this rule, the term “registered clearing agency” shall be deemed to be a clearing
agency as defined in the Securities Exchange Act of 1934 registered in accordance with that Act.

.30 Transfer instructions and reports required by this rule shall be in such form as may be prescribed
by the Exchange.

Exhibit B

Additions are Underlined

Deletions are [Bracketed]

Rule 412 CUSTOMER ACCOUNT TRANSFER CONTRACTS

(a) RESPONSIBILITY TO EXPEDITE AND COORDINATE TRANSFER OF ACCOUNT UPON
CUSTOMER'S REQUEST

/01 Applicability of Rule [Inapplicable] and Interpretation. [to Partial Transfers.]

Unless otherwise indicated, Rule 412 and this Interpretation are [is] applicable [only] when a customer
[intends] utilizes the Automated Customer Account Transfer Service (ACATS) to transfer [his or her
entire] securities account assets, either in whole or in specifically designated part, from one member
organization to another. If a customer desires to transfer a portion of his or her account assets outside
the ACATS System, [an authorized letter] authorized alternate instructions should be transmitted to
the carrying organization indicating such intent and specifying the [portion of the account] designated
assets to be transferred. Although such transfers are not subject to Rule 412, member organizations
are expected to expedite all authorized [partial transfers of customer securities] account asset
transfers, whether through the ACATS System or via other means permissible under Rule 412 and this
Interpretation, and coordinate their activities with respect thereto. [The automated customer account
transfer capabilities referred to in paragraph (e)(1) of Rule 412 may be utilized for partial transfers.]

/02 Written Procedures Required
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Member organizations must develop written procedures for customer securities account asset transfers
that ensure implementation of and compliance with the requirements of Rule 412.

(b) TRANSFER PROCEDURES

(1) TRANSFER INSTRUCTIONS

/01 Conditions of Transfer

Securities [A] a ccount asset transfers accomplished pursuant to Rule 412 are subject to certain
conditions. The customer must be informed of, affirm, or authorize (as the case may be) the following
conditions through their inclusion in the transfer instruction form the customer is required to [complete
and sign] authorize in order to initiate the account asset transfer:

1. The customer must be informed that to the extent any account assets [in the account] are not readily
transferable, with or without penalties, such assets may not be transferred within the time frames
required by Rule 412.

2. If securities account assets are being transferred in whole, [T] t he customer must authorize the
liquidation of any nontransferable proprietary money market fund assets in the account and the transfer
of any resulting credit balance to the receiving organization, or specifically indicate another method of
disposition of such assets.

With respect to the transfer of retirement plan securities account[s] assets in whole, the customer must
be informed that the choice of method of disposition of such assets other than liquidation and transfer
may result in liability for the payment of taxes and penalties with respect to such assets.

3.The customer must be informed that he or she will be notified in writing by the carrying organization,
and/or by the receiving organization, to determine what disposition he or she wishes to make with
respect to [those] nontransferable assets , other than proprietary money market fund assets (if any) ,
indicated in an instruction to transfer specifically designated account assets. [in the account that are
nontransferable.] See /06 of this Interpretation for customer notification requirements pertaining to
transfers of securities account assets in whole.

4. If securities account assets in whole (other than [a] retirement plan account assets) are being
transferred, [T] t he customer must affirm that he or she has destroyed or returned to the carrying
organization any credit/debit cards and/or unused checks issued in connection with [an] the account .
[other than a retirement plan securities account.]

5. The customer must authorize the custodian/trustee for a retirement plan securities account

a. to deduct any outstanding fees due the custodian/trustee from the credit balance in the account, or

b. to liquidate assets in the account to the extent necessary to satisfy any outstanding fees due the
custodian/trustee, if the account does not contain a credit balance or if the credit balance in the account
is insufficient to satisfy any outstanding fees due the custodian/trustee.

/02 Exceptions to Transfer Instruction

A carrying organization may not take exception to a transfer instruction, and therefore deny validation
of the transfer instruction, because of a dispute over securities positions or [the] money balance [in the
account] to be transferred. Such alleged discrepancies notwithstanding, the carrying organization must
transfer the securities positions and/or money balance reflected on its books for the account.

An organization may take exception to a transfer instruction only if:

1. additional documentation is required (additional legal documents such as death or marriage
certificates needed);

2. account is flat;
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3. account number is invalid (account number is not on delivering organization's books);

4. request is a duplicate;

5. violates organization's credit policy;

6. unrecognized residual credit asset (receiving organization cannot identify correct client);

7. client rescinds instruction (client submitted written request to cancel transfer);

8. SS number/tax ID mismatch (number does not correspond to carrying organization's);

9. account title mismatch (receiving organization's account title does not correspond to carrying
organization's);

10. Missing or improper authorization [signature] (TIF requires an additional client authorization
[signature] or successor custodian's acceptance authorization [signature] or custodial approval); or

11. client takes possession (account assets in question [entire account is] are in transfer to deliver
direct to customer).

Note: Responsibility for tracking account number changes due to internal reassignment of an account to
another broker or account executive lies with the delivering organization. Any account so reassigned and
rejected by the delivering organization shall not be considered a legitimate exception under Rule 412.

/03 Validation of Transfer Instruction – Freeze of Account (Carrying Organization)

Upon validation of a n [transfer] instruction to transfer securities account assets in whole, the carrying
organization should “freeze” the account to be transferred, i.e., all open orders should be cancelled and
no new orders should be accepted; except for transactions closing options positions which expire within
seven (7) days.

/04 Validation of Transfer Instructions – Validation of Assets

Upon validation of a n [transfer] instruction to transfer securities account assets in whole or in
specifically designated part, the carrying organization must return the transfer instruction to the
receiving organization with an attachment indicating all securities positions, [any] safekeeping
positions, and [any] money balance s to be transferred [in the account] as shown on the books of the
carrying organization. Except as hereinafter provided, the attachment must include a then current
market value for all assets so indicated. [in the account.] If a then current market value for an asset
cannot be determined, e.g., a limited partnership interest, the asset must be valued at original cost.
However, delayed delivery assets (see (f)/04 below), nontransferable assets, and assets in transfer to
the customer, i.e., in possession of the transfer agent at the time of receipt of the transfer instruction
by the carrying organization for shipment, physically and directly, to the customer, need not be valued,
although the “delayed delivery”, “nontransferable”, or “in transfer” status, respectively, of such assets
must be indicated on the attachment.

For purposes of this rule, a “safekeeping position” shall mean any security held by a carrying
organization in the name of the customer, including securities that are unendorsed or have a stock/
bond power attached.

For purposes of this rule, a “nontransferable asset” shall mean an asset that is incapable of being
transferred from the carrying organization to the receiving organization because it is:

1. an asset that is a proprietary product of the carrying organization, or

2. an asset that is a product of a third party (e.g., mutual fund/money market fund) with which the
receiving organization does not maintain the relationship or arrangement necessary to receive/carry the
asset for the customer's account.

A proprietary product of the carrying organization shall be deemed nontransferable unless the receiving
organization has agreed to accept transfer of the product.
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The receiving organization, upon receipt of the asset validation report that indicates all positions
and money balances in the account, shall designate any assets that are a product of a third party
(e.g., mutual fund/money market fund) with which the receiving organization does not maintain
the relationship or arrangement necessary to receive/carry the asset for the customer's account.
The carrying organization, upon receipt of such designation, shall treat such designated assets as
nontransferable and refrain from transferring the designated assets.

/05 Validation of Transfer Instruction – Regulation T Calls (Carrying Organization)

Upon validation of a n [transfer] instruction to transfer securities account assets in whole or in
specifically designated part, the carrying organization must indicate on the instruction or by attachment
any Regulation T calls outstanding as of the date of validation with respect to the account assets to be
transferred.

/06 Validation of Transfer Instruction – NonTransferable Assets

A. If [an] securities account assets to be transferred in whole include[s] any nontransferable assets
(as defined in (b)(1)/04 above) that are proprietary products of the carrying organization, the carrying
organization must provide the customer with a list of the specific assets and request, in writing, prior
to or at the time of validation of the transfer instruction, further instructions from the customer with
respect to the disposition of such assets. In particular, such request must provide the customer with the
following alternative methods of disposition for nontransferable assets:

1.Liquidation, with a specific indication of any redemption or other liquidation-related fees that may
result from such liquidation and that those fees may be deducted from the money balance due the
customer.

2.Retention by the carrying organization for the customer's benefit.

3.Shipment, physically and directly, in the customer's name to the customer.

B. If [an] securities account assets to be transferred in whole include[s] any nontransferable assets that
the receiving organization has designated as assets that are a product of a third party (e.g., mutual
fund/money market fund) with which the receiving organization does not maintain the relationship
or arrangement necessary to receive/carry the asset for the customer's account, the receiving
organization must provide the customer with a list of the specific assets and request, in writing, at or
prior to the time it makes such designation, further instructions from the customer with respect to the
disposition of such assets. In particular, such request must provide the customer with the following
alternative methods of disposition for such nontransferable assets:

1. Liquidation, with a specific indication of any redemption, sales charge, or other liquidation-related
fees that may result from such liquidation and that those fees may be deducted from the money
balance due the customer. The indication must also refer the customer to the fund prospectus or to
their registered representative at the carrying firm for specific details regarding any such fees.

2.Retention by the carrying organization for the customer's benefit.

3.Shipment, physically and directly, in the customer's name to the customer.

4.Transfer to the third party that is the original source of the product, for credit to an account opened by
the customer with that third party.

/07 Asset Input – Municipal Securities (Carrying Organization)

A carrying organization must provide the following description, at a minimum, as asset data with
respect to any municipal securities positions to be transferred that have not been assigned a CUSIP
number : [in an account it is to transfer:]

1.name of the issuer;

2.interest rate;
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3.maturity date and if the securities are limited tax, subject to redemption prior to maturity (callable),
or revenue bonds, an indication to such effect, including in the case of revenue bonds the type of
revenue, if necessary for a materially complete description of the securities; and

4.if necessary for a materially complete description of the securities, the name of any company or other
person in addition to the issuer obligated, directly or indirectly, with respect to debt service, or if there is
more than one such obligor, the statement “multiple obligors” may be shown.

/08 Rejection of Account Transfer (Receiving Organization)

After validation of the transfer instruction by the carrying organization, a receiving organization may
reject a[n account] transfer of account assets in whole only if the account is not in compliance with the
receiving organization's credit policies or minimum asset requirements. (A receiving organization may
deem an account that is not in compliance with Regulation T requirements as not being in compliance
with its credit policies.) However, a receiving organization may only reject [and] the entire account for
such reasons; it may not reject only a portion of the account assets (e.g., the particular assets not in
compliance with the organization's credit policies or minimum asset requirements) while accepting the
remainder.

(b)(2) COMPLETION OF TRANSFER

/01 Rejection of Fail Contracts

A carrying organization may not reject (“DK”) a fail contract, including a deliver or receive order
generated by an automated customer account transfer system, in connection with assets in an account
transferred that have not been delivered to the receiving organization.

/02 Fail Contracts – Marked as “412 Fails”

All fail contracts established pursuant to the requirements of Rule 412 should be clearly marked or
captioned as such.

/03 Fail Contracts – Capital Charges

The staff of the Securities and Exchange Commission Division of Market Regulation has advised
the Exchange that it would not recommend enforcement action if member organizations interpret
Securities Exchange Act Rule 15c31(c)(2)(ix), which requires deductions from net capital for fail to
deliver contracts outstanding five or more business days (twenty-one or more business days with
respect to municipal securities), as not applying to fail to deliver contracts established pursuant to the
requirements of Rule 412, including the interpretations thereunder.

/04 Fail Contracts – Safekeeping Positions

All fail contracts required to be established on safekeeping positions, as defined in (b)(1)/04 above,
must indicate that they relate to a safekeeping position. Member organizations should adopt additional
procedures to ensure appropriate recordkeeping with respect to such safekeeping position related fail
contracts and thereby avoid erroneous deliveries and dividend adjustments.

/05 Fail Contracts – Mark-to-Market

Open fail contracts established pursuant to the requirements of Rule 412 should be marked-tomarket
regularly.

/06 Retirement Plan Securities Accounts – Custodian/Trustee Fees

If, with respect to the transfer of [a] retirement plan securities account assets, outstanding fees are
due the custodian/trustee for the account, such fees must be deducted from the credit balance in the
account or, if the account does not contain a credit balance or if the credit balance is insufficient to
satisfy such fees, assets in the account must be liquidated to the extent necessary to satisfy such
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fees. If liquidation of assets in the account is not practicable, such fees must then be transferred to and
accepted by the receiving organization as a debit item with the account.

(c) CLOSING OUT FAIL CONTRACTS

/01 Close Out Procedures

All fail contracts required to be established pursuant to Rule 412, except for fail contracts on those
assets specified in (f)/05 below, must be closed out within ten business days of their establishment.
If a receiving organization has not received an asset on which a fail contract was established by the
seventh business day after the contract was established, the receiving organization must at that
time provide the carrying organization with written notice of its intent to buy-in the asset on the tenth
business day after the contract was established, in accordance with the standard buy-in procedures
of the principal market place where the security is traded or of the self-regulatory organization
whose rules would be applicable unless the carrying organization delivers the asset to the receiving
organization before 2 PM on such tenth business day, and the receiving organization must proceed in
such manner.

/02 Acceptability of Comparable Securities

Member organizations may agree to close out fail contracts established pursuant to the requirements of
Rule 412 through the delivery of securities that are substantially comparable to those owed.

/03 Safekeeping Positions

A receiving organization should reject a delivery of a security that cannot be deemed a safekeeping
position, as defined in (b)(1)/04 above, against a fail contract indicated as established on a safekeeping
position in accordance with (b)(2)/04 above.

(e) AUTOMATED CUSTOMER SECURITIES ACCOUNT TRANSFER SYSTEMS /01 “Participant in a
Registered Clearing Agency”

For purposes of paragraph (e) of this rule, the term “participant in a registered clearing agency” shall
mean a member of a registered clearing agency that would be eligible to make use of the agency's
automated customer securities account transfer capabilities.

(f) EXEMPTIONS

/01 Retirement Plan Securities Accounts

It is the responsibility of the receiving organization to obtain the approval of its custodian/trustee
accepting a customer's retirement plan securities account before submitting a transfer instruction for
such [an] account assets to the carrying organization or a registered clearing agency. Such approval
should be transmitted to the carrying organization or its custodian/trustee to facilitate transfer of the
account assets.

/02 Nontransferable Assets – Disposition

Nontransferable assets (as defined in (b)(1)/04 above) must be, pursuant to the customer's
instructions, either liquidated, retained by the carrying organization for the customer's benefit,
or shipped, physically and directly, in the customer's name to the customer. If the customer has
authorized liquidation or shipment of such assets, the carrying organization must distribute the resulting
money balance to the customer or initiate the shipment, respectively, within five business days
following receipt of the customer's disposition instructions.

/03 Nontransferable Assets and In Transfer Assets – Fail Contracts
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Nontransferable assets (as defined in (b)(1)/04 above) and assets in transfer to the customer, i.e.,
in possession of the transfer agent at the time of receipt of the transfer instruction by the carrying
organization for shipment, physically and directly, to the customer, are exempt from the requirement in
sub-paragraph (b)(3) of the rule that fail to receive and fail to deliver contracts must be established for
positions in a customer's securities account that have not been physically delivered.

/04 Delayed Delivery Assets – Fail Contracts

The following assets are deemed subject to delayed delivery for purposes of Rule 412 and are thereby
exempt from the requirement in sub-paragraph (b)(3) of the rule that fail to receive and fail to deliver
contracts must be established for positions in a customer's securities account that have not been
physically delivered:

1. bankrupt issues

2. insurance policies (annuities)

3. stripped coupons

4. when-issued or when-distributed securities.

However, zero value fail to receive and fail to deliver instructions must be generated for such assets.
Such fail instructions should be reflected on member organizations' books and records, although they
need not be so reflected by a receiving organization for bankrupt issues that are nondeliverable. A
bankrupt issue shall be deemed nondeliverable only if the carrying organization does not possess
(which shall be deemed to include possession at a securities depository for the carrying organization's
account) the quantity of shares necessary to effect delivery and no transfer agent is available to re-
register the shares to be delivered.

/05 Delayed Close Out Assets – Fail Contracts

Fail contracts established on the following assets pursuant to Rule 412 must be closed out within thirty
business days, rather than ten business days, after their establishment:

1. bankers' acceptances

2. bond anticipation notes

3. certificates of deposit

4. commerical paper

5. FMAC certificates

6. FNMA certificates

7. foreign securities

8. GNMA certificates

9. limited partnership interests in retirement plan accounts (such interests held in retail accounts are
classified as nontransferable assets)

10. municipal bonds

11. mutual fund shares (transferable)

12. revenue anticipation notes

13. SBA certificates

14. tax anticipation notes

15. Certificates of Accrual on Treasury Securities (CATS)

16. Treasury Investment Growth Receipts (TIGRs).
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If a receiving organization has not received such an asset by the twenty-fifth business day after the
fail contract on the asset was established, the receiving organization must at that time provide the
carrying organization with written notice of its intent to buy-in the asset on the thirtieth business day
after the contract was established, in accordance with the standard buyin procedures of the principal
market place where the security is traded or of the self-regulatory organization whose rules would be
applicable, unless the carrying organization delivers the asset to the receiving organization before 2
PM on such thirtieth business day, and the receiving organization must proceed in such manner.

If the aforementioned buy-in procedures of the principal market place where the security is traded or of
the self-regulatory organization whose rules would be applicable are followed, the thirty business day
time frame for closing out fail contracts referred to in (f)/05 above shall not be applicable.

A receiving organization must deem receipt of a duly executed limited partnership change of trustee
form with respect to limited partnership interests as adequate delivery for purposes of transferring such
assets pursuant to the rule.

With respect to mutual fund shares, a receiving organization must deem receipt of a mutual fund
reregistration form evidencing book shares in an account as adequate delivery for purposes of
transferring such shares, provided the reregistration form contains the customer's new account number
at the fund. The carrying organization shall be responsible for obtaining this number and entering it
on the form prior to submission to the receiving organization. This interpretation is applicable to book
shares and is not intended to preclude the delivery of physical certificates.

[.30 TRANSFER INSTRUCTIONS AND REPORTS

/01 Prescribed Forms

Member organizations must use the transfer instructions and provide the reports prescribed by the
Exchange when accomplishing account transfers pursuant to Rule 412. The Exchange deems the
transfer instructions and reports required by the National Securities Clearing Corporation (NSCC)
in connection with its automated customer account transfer system, and transfer instructions and
reports that are substantively similar to those required by NSCC, as acceptable for the purpose of
accomplishing transfers of account under the rule.]

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities and Exchange Act Release No. 49415 (March 12, 2004); 69 FR 13608 (March 23, 2004)
(File No. SR-NYSE-2003-29).

2  See NYSE Information Memo No. 01-23 dated August 16, 2001.
3  See Rule 412(e)(1) and Section (a)/01 of Interpretation of Rule 412.
4  See Rule 412(e)(2).
5  See Section (b)(1)/01(2) of the Interpretation to Rule 412.
6  See Section (b)(1)/01(4) of the Interpretation of Rule 412.
7  See Section (b)(1)/03 of the Interpretation of Rule 412.
8  See Rule 412(e)(3) and (4).
9  See Rule 412(a).
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10  See Section (b)(1)/02 of the Interpretation of Rule 412.
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Member Firm Regulation

New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 ATTENTION: CHIEF EXECUTIVE OFFICER, CHIEF OPERATIONS OFFICER, LEGAL AND COMPLIANCE
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO RULE 350 (“COMPENSATION OR GRATUITIES TO EMPLOYEES OF
OTHERS”)

Introduction

On March 11, 2004, the Securities and Exchange Commission approved amendments to NYSE Rule 350
(“Compensation or Gratuities to Employees of Others”). Rule 350 designates limits and sets conditions on the
payment of compensation and gratuities by members, allied members, member organizations or employees
thereof to principals, officers, or employees of other members or member organizations. As amended, Rule
350 no longer requires the prior written consent of the Exchange for payment of compensation or gratuities
(above prescribed levels) by a member, allied member, member organization or employee thereof, to Floor

employees of another member or member organization. 1 

The amendments also contain a provision requiring that any Floor employee of a member or member
organization, who receives compensation for services rendered in excess of $200 per year from another
member or member organization, must become employed by and registered with such member or member
organization pursuant to Rule 35 (“Floor Employees To Be Registered”).

The amendments also clarify certain administrative requirements related to dual employment arrangements.

The Amendments

Floor Employees

Rule 350 refers to “Floor employees,” a term which generally includes Floor clerks and other operational
personnel (trading assistants, front-line specialist clerks, and others who perform clerical and ministerial
functions, such as messengers). The dual employment/compensation arrangements addressed by Rule 350
typically involve Floor employees providing support services (such as phone coverage and billing preparation)
to members and member organizations other than their primary employer.

Prior Written Consent

The Rule previously required the prior written consent of both the employer and the Exchange when a
member, allied member, member organization, or employee thereof employs or compensates (in excess of
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$200 per annum), or gives a gratuity (in excess of $100 per annum) to, a Floor employee of another member

or member organization. 2   The amendments to Rule 350 rescind the provision requiring Floor employees to
obtain the prior written consent of the Exchange for such payments.

The amendments have been enacted in consideration of the primary purpose of Rule 350, which is to protect
against potential conflicts of interest or other improprieties that might arise in connection with the payment
of compensation or gratuities to certain persons. Determining the propriety of employee compensation and
gratuities is a function more appropriately, reasonably, and effectively exercised by the primary member
or member organization employer. The employer, by virtue of its direct knowledge of the employee, the
employee's duties, and the business relationship with the other individual or entity, is in the best position to
evaluate the initial and ongoing propriety of such arrangements. Accordingly, Rule 350 will continue to require
that the primary employer approve, in writing, the employment and compensation of Floor employees by any

other member or member organization. 3 

Employment Required Pursuant to Rule 35

When a member or member organization compensates a Floor employee of another member or member
organization in excess of $200 per year, the Exchange believes that such compensation should be made
only in the context of an employee/employer relationship. Compensation in excess of $200 is not de minimis
and implies that a person is regularly providing services in support of the member's or member organization's
business.

Accordingly, the amendments include a provision requiring a Floor employee of a member or member
organization (the primary employer), who receives compensation for services rendered in excess of $200
per year from another member or member organization, to become employed by and registered with such
member or member organization (who becomes the secondary employer) pursuant to Rule 35.

The employer is obligated to thoroughly investigate the person's background and submit a Form U4,
fingerprint card and an application for an Exchange-issued identification card to the Exchange's Qualifications
and Registrations Department. The Exchange approves the registration of each Floor employee if the
qualifying requirements have been met, i.e., training and satisfaction of appropriate examinations. Upon
employment, the secondary employer then becomes responsible for supervision of all activities of the Floor
employee performed on its behalf.

The amendments do not alter the categories of persons covered by Rule 350, nor do they affect the
requirement that members and member organizations retain a record of all gratuities and compensation paid
for a minimum of three years.

The Exchange will continue to monitor and regulate, on an ongoing basis through routine examinations, the
supervisory procedures and recordkeeping responsibilities associated with the arrangements.

Dual Employment/Compensation Arrangements

Supplementary Material .10 to Rule 350 has also been amended to clarify that approval requests for dual
employment/compensation arrangements involving Exchange employees should be sent to the Exchange's
Human Resources Department at least 10 days in advance of the proposed employment date.

Questions regarding this Information Memo may be directed to Stephen Kasprzak at (212) 656-5226.

___________________________

Richard Ketchum

Chief Regulatory Officer Attachments

Additions underscored. EXHIBIT A Deletions [bracketed].
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Compensation or Gratuities to Employees of Others

Rule 350. (a) No member, allied member, member organization or employee thereof shall:

(1) employ or compensate any person for services rendered, or

(2) give any gratuity in excess of $50 per person per year to any principal, officer, or employee of the
Exchange or its subsidiaries, or

(3) give any gratuity in excess of $100 per person per year to any principal, officer or employee of
another member or member organization, financial institution, news or financial information media, or
non-member broker or dealer in securities, commodities, or money instruments, except as specified
below or with the prior written consent of the employer . [and in the case of Floor employees the prior
written consent of the employer and the Exchange.]

A gift of any kind is considered a gratuity.

(b) Compensation for services rendered of up to $200 per person per year may be paid with the prior written
consent of the employer [, but not of the Exchange,] to operations employees of other members or member
organizations of the following types:

(3) A telephone clerk on the NYSE Floor who provides courtesy telephone relief to a member's clerk, or
handles such a member's orders over the member's own wire.

(2) Employees who make out commission bills or prepare Exchange reports for members.

(3) A specialist's Floor clerk who maintains records for a specialist other than his employer, or provides
courtesy relief to another specialist's clerk.

(4) When the service rendered by the employee exceeds that which the primary employer is obligated
to furnish,

(a) A telephone clerk who handles a member's orders transmitted over the wire of the clerk's employer.

(b) A telephone clerk who handles orders directed by the clerk's employer to the member who receives
them.

A Floor employee who receives compensation for services rendered in excess of $200 per year from another
member or member organization (not the primary employer), must become employed by and registered with
such member or member organization in accordance with Rule 35.

(c) Records shall be retained for at least three years of all such gratuities and compensation for
inspection by Exchange examiners.

Supplementary Material:

.10 When close relatives work in different financial organizations, gifts arising from the family relationship are
not considered subject to Rule 350.

Employment of or gratuities to personnel working on the Floor of other exchanges and approved by the other
exchange under a rule similar to Rule 350 are not considered subject to Rule 350.

Requests for Exchange consent under Section a(1) of this Rule for the employment or compensation of
Exchange employees by members or member organizations should be [addressed as follows, and] sent
to the Exchange's Human Resources Department at least 10 days in advance of the proposed date of
employment[:] .

[(A) Exchange employees-Attention: Personnel Department

(B) Floor employees of other members or member organizations-Attention: Market Operations Division.
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Consents under (a)(1) or (b), above, shall include name and position of proposed employee, amount of
proposed compensation, name and title of person giving consent for employer, and nature of proposed duties
of employee. Approvals under a(1) will not be given in December.

Requests for exceptions to Section a(2) above will be considered only under very unusual circumstances.]

In general, approval to employ an Exchange employee outside of the hours of regular employment by the
Exchange will be limited to employment of a routine or clerical nature. Approval will not be given for the
employment of an Exchange employee in an advisory or professional capacity with reference to Exchange
operations or policies.

When the Exchange has granted permission for part-time employment of an employee of the Exchange [or of
another member or member organization] no approval is required for a subsequent gratuity or bonus to such
person provided it is in proportion to gratuities given full-time employees of the employing organization.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release No. 49402 (March 11, 2004); 69 FR 12883 (March 18, 2004) (File
No. SR-NYSE-99-12).

2  Compliance with this provision required the submittal of "Form 350" by the Floor employee's primary
employer to the Exchange. Form 350 required a brief outline of the payment arrangement.

3  This is consistent with the NYSE Rule 346(b) requirement that no member, allied member or employee
of a member or member organization be employed or compensated by another person "without
making a written request and receiving the prior written consent of his member or member organization
employer…."
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April 5, 2004

  
Market Surveillance

New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: TRADING OF ISHARES NYSE COMPOSITE INDEX FUND AND

ISHARES NYSE 100 INDEX FUND

Trading in two new Exchange-Traded Funds (“ETFs” or “Funds”), the iShares ® NYSE Composite Index Fund
(symbol: NYC) and the iShares ® NYSE 100 Index Fund (symbol: NY), began on the NYSE on April 2, 2004.
For information on iShares ® Trust based on an equity index that trade on the Exchange, see Information
Memo 03-52 (November 14, 2003). This information memo reviews the various rules and policies applicable
to trading in iShares ® funds based on an equity index.

Background Information on the Funds

Barclays Global Fund Advisors (the “Advisor”) is the investment advisor for the Funds and is registered under
the Investment Advisers Act of 1940. The Advisor is a wholly owned subsidiary of Barclays Global Investors,
N.A., which is in turn a wholly owned indirect subsidiary of Barclays Bank PLC of the United Kingdom. SEI
Investments Distribution Co. (the “Distributor”), a Pennsylvania corporation and broker-dealer registered
under the Securities Exchange Act of 1934 (the “Act”), is the principal underwriter and distributor of Creation
Unit Aggregations (as defined below) of iShares ®. The Distributor is not affiliated with the Exchange or the
Advisor. Investors Bank & Trust Company is the administrator, custodian, and transfer agent for each Fund.

iShares ® NYSE Composite Index Fund

According to the Fund's prospectus, its investment objective is to provide investment results that correspond
generally to the price and yield performance of its underlying index, the NYSE Composite Index (the
“Index.”) This Index measures the performance of all common stocks, ADRs, real estate investment trusts
(“REITs”) and tracking stocks listed on the NYSE. The securities in this Index represent a broad sprectrum
of large, mid-cap and small capitalization companies. As of March 1, 2004, approximately 32% of the Index's
component securities were issued by non-U.S. companies. According to the Fund's prospectus, in seeking to
achieve its investment objective, the Fund utilizes a representative sampling strategy to try to track its Index.
This strategy involves investing in a representative sample of securities in the relevant underlying index,
which has a similar investment profile as the underlying index.

iShares ® NYSE U.S. 100 Index Fund
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According to the Fund's prospectus, the investment objective of this Fund is to provide investment results that
correspond generally to the price and yield performance of its underlying index, the NYSE U.S. 100 Index (the
“U.S. 100 Index.”) The U.S. 100 Index measures the performance of the 100 largest U.S. companies, based
on market capitalization, listed on the NYSE. The Fund concentrates its investments in a particular industry
or group of industries to approximately the same extent to which the U.S. 100 Index is so concentrated. As
of March 1, 2004, the U.S. 100 Index was concentrated in the financial industry, which comprised 25% of
its market capitalization (based on the composition of the U.S. 100 Index). The Fund uses a representative
sampling strategy, as described above, to try to track the U.S. 100 Index.

For a more complete description of the Funds and the Indexes, visit www.ishares.com. Fund fact sheets
providing information regarding the Fund's top holdings may be requested by calling 1-800-iShares.

Issuance of Creation Unit Aggregations

In General. Shares of the Fund will be issued on a continuous offering basis in groups of 50,000 shares or
more. These “groups” of shares are called “Creation Unit Aggregations.” The Fund will issue and redeem
Fund shares only in Creation Unit Aggregations. As with other open-end investment companies, Fund shares
will be issued at the net asset value (“NAV”) per share next determined after an order in proper form is
received.

Exchange Rules Applicable to the Trading of ETFs

Generally, the rules applicable to ETFs are applicable to these Funds since these Funds fall within the
definition of an Investment Company Unit, as provided in Paragraph 703.16 of the Listed Company Manual
and Exchange Rule 1100. See Information Memo Number 01-20 (July 31, 2001), which was issued in
connection with the UTP trading of the NASDAQ 100 Trust (symbol QQQ), Standard and Poor's Depositary
Receipts (symbol SPY) and the Dow Industrials DIAMONDS (symbol DIA).

The rules and policies as well as certain exemptions from the Securities Exchange Act of 1934 and NYSE
Rules are identical for these new Funds as they are for all other iShares ® funds based on an equity index
traded on the Exchange. These rules and policies are set forth in Information Memo 03-52 (November 14,
2003). This Memo is available on www.nyse.com/regulation. For purposes of clarification, these Funds, like
the iShares ® Dow Jones Select Dividend Index Fund discussed in Information Memo 03-52, will trade until
4:00 P.M. Questions concerning the matters discussed in this Memorandum may be addressed as follows:

General Questions on ETFs:

James P. McGowan (212) 656-2490 (Exchange Traded Funds)

James F. Duffy (212) 656-5855 (Office of the General Counsel)

Questions on:

Suitability Stephen A. Kasprzak (Member Firm Regulation) (212) 656-5226

Specialist Issues Donald Siemer (Market Surveillance) (212) 656-6940

___________________________

Regina C. Mysliwiec

Senior Vice President Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.
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April 1, 2004

  
Market Surveillance

New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW RULE 80A COLLARS AND RULE 80B CIRCUIT BREAKER LEVELS FOR SECOND
QUARTER 2004

EFFECTIVE APRIL 1, 2004 through JUNE 30, 2004

• Rule 80A restrictions on index arbitrage trading in component stocks of the S&P 500 Stock Price

Index sm *   will be imposed when the Dow Jones Industrial Average sm **   (“DJIA”) is above or
below its closing value on the previous trading day by:

200 points or more

• Rule 80A restrictions will be removed when the DJIA is above or below its closing value on the
previous trading day by:

100 points or less

• Index arbitrage order entry restrictions will be re-imposed each time the DJIA advances or declines
200 points from the prior day's close.

• Rule 80B trading halts will be triggered when the DJIA declines below its closing value on the
previous trading day by:

1050 points (Level 1)

2050 points (Level 2)

3100 points (Level 3)

Whenever Rule 80A collars are in effect due to a decline in the DJIA, all index arbitrage orders to sell any
component stock of the S & P 500 Stock Price Index must be marked “sell plus”; and whenever the collars
are in effect due to an advance in the DJIA, all index arbitrage orders to buy must be marked “buy minus”.

Rule 80B

Whenever a Rule 80B circuit breaker is in effect, trading in all stocks on the Exchange will halt for the time
periods specified below.

Level 1 Halt

a) before 2:00 p.m. – one hour;

b) at 2:00 p.m. or later but before 2:30 p.m. – 30 minutes;
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c) at 2:30 p.m. or later – trading shall continue, unless there is a Level 2 Halt.

Level 2 Halt

a) before 1:00 p.m. – two hours;

b) at 1:00 p.m. or later but before 2:00 p.m. – one hour;

c) at 2:00 p.m. or later – trading shall halt and not resume for the remainder of the day.

Level 3 Halt

at any time – trading shall halt and not resume for the remainder of the day.

A complete discussion of the calculation of trigger values for Rule 80A and Rule 80B was published in
Information Memo No. 99-8, dated February 12, 1999 and Information Memo No. 98-15, dated April 13, 1998,
respectively.

Questions concerning these matters may be addressed to Nancy Reich Jenkins at (212) 656-2475 or Donald
Siemer at (212) 656-6940.

___________________________

Regina C. Mysliwiec

Senior Vice President. Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

*  "Standard & Poor's 500 Stock Price Index" is a service mark of Standard & Poor's Corporation.
**  "Dow Jones Industrial Average" is a service mark of Dow Jones & Company, Inc. (over) Rule 80A
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April 1, 2004

  
Member Firm Regulation

New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 ATTENTION: CHIEF EXECUTIVE OFFICERS, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS, RESEARCH DEPARTMENTS, REGISTRATION, AND CONTINUING EDUCATION
DEPARTMENTS

TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: RESEARCH ANALYST QUALIFICATION EXAMINATION (“SERIES 86/87”) AND
REGISTRATION REQUIREMENTS

Registration Qualification

Recent amendments to Rule 344 (“Research Analysts and Supervisory Analysts”) require Research Analysts

to be registered with, qualified by, and approved by the Exchange. 1   The requirement to take and pass the
Series 86/87 examination applies to all prospective and current research analysts, as the term is defined in
Exchange Rule 344.10. Exchange Rule 344.10 provides that the term “research analyst” includes a member,
allied member, or employee who is primarily responsible for the preparation of the substance of a research
report and/or whose name appears on such report. The registration and qualification requirements became
effective on March 30, 2004.

Grace Period

All associated persons who currently function as research analysts will be required to pass the required
examinations to continue to function in that capacity. The new qualification requirement for Research Analysts
does NOT have a “grandfather” provision. The Exchange believes that all persons functioning as research
analysts should demonstrate the same requisite analytical competency level and knowledge of applicable
laws, rules and regulations.

However, candidates who are functioning as research analysts as of the effective date of March 30, 2004, will
be allowed one-year to meet the research analyst qualification requirements. The one-year grace period is
intended to provide these analysts sufficient time to study and pass the examination without causing undue
disruption in carrying out their responsibilities to their member or member organization and its customers.

To avail a research analyst of this grace period, the member or member organization must submit a
registration application (or amendments thereto) for the research analyst, as described below, before May
31, 2004. These research analysts would then have until April 3, 2005, to pass the necessary examination(s).
Should a research analyst fail to pass the examination within the oneyear grace period, his or her registration
as a research analyst will terminate on April 3, 2005. Those individuals who apply for registration as research
analysts after May 31, 2004, will be subject to the NYSE's normal qualification procedure. That is, such
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candidates must have passed either the Series 7, Series 17, or the Series 37 or Series 38 Exam, as well as
the new Series 86/87 Exam, before functioning as Research Analysts.

Registration Procedures

A Uniform Application for Securities Industry Registration or Transfer Form U4 (“ Form U4”) must be
submitted to NYSE via Web CRD in order to register an individual as a Research Analyst. For persons
already registered in one of the prerequisite categories, the member or member organization need only
submit page one of Form U4 to request the Research Analyst (RS) registration. For persons currently
functioning as research analysts that are not currently registered in a prerequisite category and for new
employees, a member or member organization must submit a full Form U4 application to request all
necessary registrations and any other documents required for registration. The exam fees are $150 for the
Series 86 and $100 for the Series 87, and the registration fee for new applicants is $65. To obtain the one-
year grace period described above, the member or member organization must request the RS registration
before May 31, 2004. It is possible that a candidate who is within the one-year grace period may transfer to
another member firm. If so, the grace period will continue to be available to the candidate, and the candidate
will continue to be allowed until April 3, 2005, to pass the examination.

Prerequisites

On March 24, 2004, the Securities and Exchange Commission approved an interpretation to Rule 344
establishing certain prerequisites to and exemptions from the Research Analyst Qualification Examination

(“Series 86/87”) (See Exhibit A). 2 

The interpretation to Rule 344 will require taking the General Securities Registered Representative
Examination (Series 7) as a prerequisite to taking either the Series 86 or Series 87 examinations.
Alternatively, the United Kingdom (“UK”) Limited Registered Representative (Series 17) Examination and the
Canadian Limited Registered Representative (Series 37/38) Examinations will also serve as prerequisites to
taking either Part I or Part II of the Research Analyst Qualification Examination. Persons qualified to conduct
a general public securities business in the UK and Canada, respectively, can also be qualified for the same in
the US by taking the Series 17 or the Series 37/38 in lieu of the Series 7.

Exemptions

The interpretation to Rule 344 also allows a research analyst candidate that has passed both Level I and
Level II of the Chartered Financial Analyst (“CFA”) Examination that is administered by the Association for
Investment Management and Research (“AIMR”), to request an exemption from Part I (Series 86) of the
Research Analyst Qualification Examination. Candidates who receive an exemption from the Series 86 must
still satisfy the Series 7, 17, 37, or 38 prerequisite and pass the Series 87 before becoming qualified as
research analysts.

To qualify for the CFA exemption to the Series 86 examination requirement, a research analyst candidate
must have: (i) completed the CFA Part II within 2 years of application or registration or (ii) functioned as a
research analyst continuously since having passed the CFA Part II.

NASD, on behalf of the NYSE, will be processing requests for exemptions for the Series 86 examination.
In addition to filing the Form U4 on Web CRD, members and member organizations will also be required to
request the exemption in writing for eligible candidates. To request the exemption, the member or member
organization must submit the following candidate information via e-mail to RSCFA@nasd.com:

Candidate's name (Last, First, Middle Initial)

Candidate's CRD Number

Candidate's Birth Date (MM/DD/YR)
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Broker/Dealer Name and CRD #

AIMR will be contacted to confirm the candidate's eligibility. Upon receipt of a positive response from AIMR,
the exemption to the Series 86 will be posted to the candidate's CRD record and notification will be sent to
the member or member organization. Candidates who have not completed the required CFA exams will be
required to pass both the Series 86 and 87. For candidates seeking a Series 86 exemption, note that the RS
approval will not be posted until the candidate also passes the Series 87.

Waivers

Candidates who have completed Levels I and II of the CFA Examination, but do not meet criteria of (i) and
(ii) noted above may, based upon previous relevant employment experience, make written requests to the
Exchange for a waiver. The Exchange does not intend to grant waivers to prospective research analysts
unless they have either passed the Series 86/87 or the CFA Levels I and II, and a prerequisite examination,
and have functioned in related fields of employment during the time that their registrations have lapsed.

Retaking Failed Exams

The usual policy regarding waiting periods for candidates retaking a failed exam has been modified for
candidates subject to the one-year grace period described above. Candidates in this category must wait 30
days before retaking a failed Series 86 and/or Series 87 Exam, irrespective of whether the candidates fails
an exam three times or more. Typically, a candidate must wait 180 days after the third and all subsequent
failures. This exemption applies only to those candidates eligible for the grace period for the Research
Analyst Qualification Examination and only for the duration of the grace period. The usual waiting periods
apply in all other circumstances, including those instances where a research analyst must pass either the
Series 7, Series 17, Series 37, or Series 38 Exam within the one-year grace period.

Examination Content

The qualification examination consists of two parts. Part I - Analysis (Series 86) consists of 100 multiple-
choice questions that test primarily fundamental security analysis and valuation of equity securities. Part
II - Regulatory Administration and Best Practices (Series 87) consists of 50 multiple-choice questions that
cover relevant federal and industry rules and regulations, including the recent Research Analysts' Conflicts
Rules. Candidates are allowed 240 minutes to complete Part I and 90 minutes to complete Part II. Candidates
may take Parts I and II in any order and may schedule the examinations on the same or different days.
Since multiple forms of the examination will be administered, the passing score for the Series 86 and 87 will
fluctuate moderately from examination to examination. Candidates will be given an informational breakdown
of their performance on each of the sections of the examination, along with their overall score and pass/fail
status at the completion of the exam session.

A Study Outline has been prepared to assist members and member organizations in preparing candidates
for the Research Analyst Qualification Examination and is available at http ://www.nyse.com. Candidates are
encouraged to read the Study Outline prior to taking the examination. Members and member organizations
may wish to use the Study Outline to structure or prepare training material, develop lecture notes and seminar
programs, and as a training aid for the candidates. The Study Outline and the examination are divided into
four topical sections, which are described below along with the number of questions from each section:

 

Section Description
Number of
Questions

 

Part I: Series 86—Analysis
 

1 Information and Data Collection 10
 

2 Analysis, Modeling and Valuation 90
 

Part II: Series 87—Regulatory Administration and Best Practices
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3 Preparation of Research Reports 32
 

4 Dissemination of Information 18
 

150
Total
 

The Research Analyst Qualification Examination will be administered at conveniently located test centers
operated by Pearson VUE and Prometric professional testing center networks. Appointments to take the
examinations can be scheduled through either network:

• Pearson Professional Centers: contact Pearson VUE's National Registration Center at 1
-866-396-6273 (toll free), or 1-952-681-3873 (toll number).

• Prometric Testing Centers: contact Prometric's National Call Center at 1-800-578-6273 or go
to www.2test.com for web-based scheduling.

Any questions regarding this Memo may be directed to Tina Freilicher at (212) 656-2741 or William Jannace
at (212) 656-2744.

___________________________

Salvatore Pallante

Executive Vice President

Attachments

Exhibit A

Rule 344 RESEARCH ANALYSTS AND SUPERVISORY ANALYSTS

/01 Qualifications

Research Analyst candidates shall qualify by taking the Research Analyst Qualification Examination
(Series 86/87). For purposes of this interpretation, the term “research analyst” is defined in Rule
344.10. The Series 86 covers fundamental security analysis and valuation of equity securities. The
Series 87 covers pertinent rules and regulations of the self-regulatory organizations, and the SEC.

Supervisory Analyst candidates shall qualify by taking and passing the Supervisory Analyst (Series 16)
Examination.

Pre-requisite

The General Securities Registered Representative Examination (Series 7) qualification is a prerequisite
for any Research Analyst candidate prior to taking either Part I (Series 86) or Part II (Series 87) of the
Research Analyst Qualification Examination.

Alternatively, the United Kingdom Limited Registered Representative (Series 17) Examination and
the Canadian Limited Registered Representative (Series 37/38) Examination will also serve as
prerequisites to taking either Part I or Part II of the Research Analyst Qualification Examination.

In satisfying the Series 7, Series 17 or Series 37/38 examination prerequisite, Research Analyst
candidates will not be required to complete the four-month post-examination training period required of
Registered Representative candidates pursuant to Rule 345.15/02 (see page 3459).

Candidates that have failed either Part I or II of the Research Analyst Qualification Examination must
wait 30 days before retaking either part of the examination.

Experience
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Appropriate experience for a candidate for Supervisory Analyst means having at least three years prior
experience within the immediately preceding six years involving securities or financial analysis.

Rule 344 RESEARCH ANALYSTS AND SUPERVISORY ANALYSTS

/01 Qualifications (continued)

Examples of appropriate experience may include the following:

• Equity or Fixed Income Research Analyst;
• Credit Analyst for a securities rating agency;
• Supervising preparation of materials prepared by financial/securities analysts;
• Financial analytical experience gained at banks, insurance companies or other financial institutions;
• Academic experience relating to the financial/securities markets/industry.

/02 Director of Research

A person having the title of “Director of Research” need not be a supervisory analyst as defined by the
Rule so long as he/she does not approve research reports. If, however, such a person is in charge of
registered representatives, he/she must qualify as a supervisory person under Rule 342.13.

/03 Chartered Financial Analyst (CFA)

Successful completion of the CFA Level I Examination given by the Association for Investment
Management and Research (in lieu of completion of Levels, I, II and III for a full CFA designation) will
suffice to allow a Supervisory Analyst candidate to qualify by taking Part I of the Series 16 Qualification
Examination.

Successful completion of Levels I and II of the CFA Examination allows a Research Analyst candidate
to request an exemption from Part I (Series 86) of the Research Analyst Qualification Examination. If
an exemption is granted for Part I (Series 86), a candidate will be qualified as a Research Analyst after
passing Part II (Series 87) only.

Rule 344 RESEARCH ANALYSTS AND SUPERVISORY ANALYSTS

/03 Chartered Financial Analyst (CFA)

To qualify for a CFA exemption a Research Analyst candidate must have: (i) completed the CFA Part II
within two years of application for registration or (ii) functioned as a research analyst continuously since
having passed the CFA Part II. Applicants that have completed the CFA Part II that do not meet criteria
(i) or (ii) where good cause is shown based upon previous related employment experience may make a
written request to the Exchange for an exemption.

Exhibit B

Research Analyst Examination

Frequently Asked Questions

Definition of Research Analyst under Rule 344

Q. Who needs to take this exam?

Any associated person of a member who is primarily responsible for the preparation of the substance
of a research report on equity securities or whose name appears on a research report on equity
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securities. For the purposes of determining who needs to register as a research analyst, the term
“research report” has the same meaning as it does in Rule 472.10(2): “a written or electronic
communication that includes an analysis of equity securities of individual companies or industries,
and that provides information reasonably sufficient upon which to base an investment decision.”
Members and member organizations should refer to Information Memos Nos. 02-26 and 04-10 for
interpretation of the definition of a “research report” under 472.10(2).

Q. We have many research analysts in our brokerdealer/investment advisory firm who both educationally and
through industry experience qualify as investment analysts and have passed Series 6, 7, 63, 65. Would they
be “grandfathered” as research analysts?

. The research analyst registration requirement does not include a “grandfather” provision. All
associated persons who meet the definition of a research analyst, new and incumbent, must satisfy
the qualification requirements of NYSE Rule 344.

Q. Are “sell-side” equity analysts required to register as research analysts and pass the Series 86/87?

. Yes. The registration and qualification requirements of Rule 344 do not distinguish between “sell-
side” and “buy-side” analysts. Any person who prepares a written or electronic communication
which includes an analysis of equity securities of individual companies or industries and provides
information reasonably sufficient upon which to base an investment decision would be required to
register as a research analyst.

Q. Would individuals who prepare research for a member or member organization as consultants be subject
to the requirements of NYSE Rule 344?

If the consultant is an “associated person” and his or her activities fall under the definition of
“research analyst” pursuant to Rule 344, the consultant would have to register as a research analyst.

Q. Does this requirement apply to everyone who works in equity research or just those who write a research
report that will be seen by the public?

Rule 344 applies to associated persons who prepare publicly disseminated research reports.
Associated persons who prepare reports for use only by the sales force, money managers or other
employees of the member or member organization, and who do not have reason to believe that the
reports will be redistributed publicly, would not be subject to this rule.

Q. Is a “technical analyst” who does not rely on fundamental research to prepare his or her research reports
on companies required to register as a research analyst and take the qualification examinations?

As explained in the joint memoranda issued by the Exchange and NASD in Information Memos Nos.
02-26 and 0410, a communication that consists of “technical analysis concerning the demand and
supply for a sector, index or industry based on trading volume and price” falls outside the definition
of a “research report” under Rule 472.10(2). Accordingly, a person who produces only such technical
research would not be required to become registered as a research analyst. However, the exclusion
does not extend to technical analysis of individual securities. Thus, an associated person who
produces technical research on individual companies would be required to become registered as a
research analyst pursuant Rule 344.

Q. Is a research analyst employed by a foreign broker/dealer affiliate of a NYSE member or member
organization required to register pursuant to Rule 344 if the member or member organization uses that
analyst's research reports or distributes them in the United States in accordance with SEC Rule 15a-6?

. A “research analyst” employed by a non-member affiliate of an NYSE member or member
organization is not required to register as a research analyst pursuant to Rule 344 unless the
research analyst is an “associated person” of the member or member organization.

Exemptions and Waivers
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Q. What evidence will be required from a candidate who has passed the CFA Level I and II examinations?

No evidence will be required. A member or member organization must submit electronically a request
for the CFA exemption; upon receipt of the request, the candidate's eligibility will be confirmed with
AIMR.

Q. Can a research analyst who hasn't passed CFA Level I and II obtain a waiver from Series 86 if he has
relevant employment or work experience? What types of employment/experience would qualify for this
waiver?

While the Exchange may grant waivers under certain circumstances, in light of the purpose of the
new research analyst qualification requirements, the Exchange does not intend to grant waivers
except to those who have either passed the Series 86/87 or the CFA Levels I and II. Even those
individuals who have a long history of functioning as a research analyst must meet the qualification
requirements within one year of the effective date. Thus, the only candidates who will currently
be considered for a waiver of the Series 86 would be those who have passed Levels I and II of the
CFA Examination and have worked almost continuously since that time as a research analyst, but
who may have a brief gap during which the individual functioned in another capacity or worked in a
different field.

Q. Can a request for an exemption (waiver) of the Series 87 be granted for someone who has Series 7, CFA
Levels I, II, & III, and the NYSE Series 16?

Waivers of the Series 87 will NOT be granted under any circumstances.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release No. 48252 (July 29, 2003), 68 FR 45875 (August 4, 2003) (SR-
NYSE-2002-49).

2  See Securities Exchange Act Release No. 49464 (March 24, 2004) 69 FR 16628 (March 30, 2004) (SR-
NYSE-2004-03).
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March 26, 2004

  
Member Firm Regulation

New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER AND CHIEF FINANCIAL OFFICER/
PARTNER AND REGULATORY REPORTING DEPT.

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: MID-YEAR RATE ADJUSTMENT TO SEC SECTION 31 TRANSACTION FEES

Section 31 Mid-Year Rate Adjustment

Section 31 of the Securities Exchange Act of 1934 (the “Exchange Act”) requires the Commission to make

a mid-year rate adjustment to the Section 31 transaction fee rate. 1   Effective April 1, 2004, the Section 31

transaction fee rate for fiscal 2004 will decrease from the current rate of $39.00 per million 2   to a revised rate
of $23.40 per million.

This rate change does not apply to the Section 31 assessment on security futures transactions, which will
remain at the current rate of $0.009 per round turn transaction.

A copy of the Commission's order and calculation methodology is available at http://www.sec.gov. The Office
of Interpretation and Guidance in the SEC's Division of Market Regulation is also available for questions on
Section 31 fees at (202) 942-0069, or by e-mail at marketreg@sec.gov.

Dates for Filing Form 120-A and Fee Remittance

Since the forms are prepared on a settlement date basis, the April filing (due May 10, 2004) will require two
forms to be filed. The first form for April should encompass all trades settled from April 1 st through April 5th
at the current rate of $39.00 per million. The second form for April should include all trades settled on and
after April 06, 2004. The rate for this period is $23.40 per million.

Fiscal Year 2005 Rates

The Commission will announce the fiscal year 2005 rates for fees paid under Section 6(b) of the Securities
Act of 1933 and Sections 13(e), 14(g), and 31 of the Exchange Act no later than April 30, 2004. This rate will
become effective on Oct. 1, 2004, or 30 days after the date on which the Commission receives its fiscal 2005
regular appropriation, whichever date comes later.

Please contact your Finance Coordinator with any questions you may have regarding this Memo.

___________________________

Salvatore Pallante Executive Vice President
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Footnotes

1  See Securities and Exchange Commission Press Release 2004-24 ("Fee Rate Advisory# 8 for Fiscal
Year 2004") at http://www.sec.gov/news/press/2004-24.htm.

2  See Securities and Exchange Commission Press Release 2004-10 ("Fee Rate Advisory# 7 for Fiscal
Year 2004") at http://www.sec.gov/news/press/2004-10.htm and NYSE Information Memo Number 04-8
dated February 13, 2004.
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Market Surveillance

New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005
 ATTENTION: CHIEF TECHNOLOGY OFFICER, CHIEF COMPLIANCE OFFICER, TRADING DESKS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ODD-LOT ORDER HANDLING AND PROHIBITED TRADING PRACTICES - EXCHANGE
RULES 124 AND 411(B); “KNOW YOUR CUSTOMER” REQUIREMENTS - EXCHANGE RULE 405

The Exchange's odd-lot system is intended to afford customers of members and member organizations an
inexpensive and efficient order execution system compatible with traditional odd-lot investing practices of
smaller investors. From the inception of the system, the Exchange has required that odd-lot order activity
by members and member organizations be consistent with traditional odd-lot practices, and that the system

cannot be used as a professional trading vehicle 1  .

The Exchange is issuing this reminder about odd-lot requirements because of instances of abusive odd-lot
practices and excessive use of the odd-lot system, which are currently under investigation.

Members and member organizations are reminded 2   that the Exchange's requirements governing use of
the odd-lot system remain in effect and that odd-lot order activity must comply with these requirements. Use
of the odd-lot system in ways that are inconsistent with traditional odd-lot investment activity or order entry
practices that are intended to circumvent the round lot auction market constitute abuses of the odd-lot system
and are prohibited. For example, members and member organizations are not permitted to engage in the
following conduct:

• Unbundling round-lots for the purpose of entering odd-lot orders in comparable amounts;
• Failing to aggregate odd-lot orders into round-lots when such orders are for the same account or for

various accounts in which there is a common monetary interest;
• Entering both buy and sell odd-lot limit orders in the same stock before one of the orders is

executed, for the purpose of capturing the “spread” in the stock; and
• Other types of trading activity in odd-lot orders that is not consistent with traditional oddlot

investment activity, including index arbitrage, certain types of program trading or any pattern of
activity that would suggest day trading - not including “PRLs” (part of roundlots).

Odd-lot limit orders may be entered as part of a program trade, provided such orders in the aggregate
constitute a relatively small part of the overall program; a program consisting primarily of odd-lot orders is not
permitted.

These abusive odd-lot practices violate the requirements of Exchange Rules 124 and 411(b), and may also
constitute a failure to adhere to principles of good business practice (Exchange Rule 401), fraud or fraudulent
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acts (Exchange Rule 476(a)(5)), conduct inconsistent with just and equitable principles of trade (Exchange
Rule 476(a)(6)), or acts detrimental to the interest or welfare of the Exchange (Exchange Rule 476(a)(7)).

Internal Controls Mandatory

Members and member organizations must establish and enforce appropriate internal systems and controls
to monitor odd-lot activity. Before granting access to its (or a vendor's) electronic order routing system to
correspondents or other parties pursuant to carrying, clearing, or other arrangements, the member or member
organization must ensure that written controls and supervisory procedures are in place that are reasonably
designed to detect improper activity and enforce compliance with SEC and Exchange rules.

Members and member organizations are also reminded that they have an obligation under Exchange Rule
405 (“Diligence as to Accounts”), referred to as the “Know Your Customer” Rule, to use due diligence to
learn the essential facts relative to every customer and every order. The Rule's requirements apply to every
customer order routed through electronic trading systems, including the Exchange's odd-lot order service. For
further information on requirements for electronic transmission of orders, please refer to Information Memo
02-48.

Members and member organizations are responsible for all order activity effected through the use of
their electronic order routing systems and will be subject to appropriate regulatory action, including
formal enforcement action, for violations of the provisions described above.

Questions on the Exchange's odd-lot order requirements may be addressed to Donald Siemer, Director, Rule
Development, at (212) 656-6940, or Patrick Giraldi, Director, On-Floor Surveillance Unit, at (212) 656-6804.

___________________________

Regina C. Mysliwiec

Senior Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  The odd-lot requirements in this memo, as set forth in prior Information Memos, have been filed with the
Securities and Exchange Commission as a policy, practice or interpretation and are deemed to be a rule
change pursuant to Securities Exchange Act Regulation 240.19b-4 (SR-NYSE-92-13).

2  See Exchange Information Memos 91-29, 92-25 and 94-14.
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Market Surveillance

New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005
 TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO EXCHANGE RULES 72, 75, 91, 95, 115A, AND 116

The Securities and Exchange Commission has approved 1   the addition of explanatory or clarifying material
to Exchange Rules 72, 75, 91, 95, 115A, and 116. The amendments do not constitute a substantive change
to any Exchange rule, interpretation, or policy.

Rule 72

Rule 72(b) provides that when a member has orders to buy and sell an equivalent amount of the same
security (both buy and sell orders must be for an amount of 25,000 shares or greater) and the orders are
for the accounts of non-members or non-member organizations, the member may cross those orders at a
price at or within the published quotation. Another member may trade with either the bid or offer side of the
cross only to provide price improvement. The member providing price improvement must trade with all other
market interest having priority at that price prior to trading with any part of the cross transaction. The cross
transaction cannot be broken up, in whole or part, at the cross price by any member. A floor broker must
clearly announce to the specialist that a a cross is being effected pursuant to the Rule.

The Exchange has added a sentence to Rule 72(b) to make it clear that a broker must “recross” a proposed
clean agency cross pursuant to Exchange auction procedures following a transaction which provides price
improvement to one side of the cross. This is consistent with NYSE auction procedures requiring exposure of
bids and offers by brokers effecting a cross before a transaction may be completed.

The Exchange has also added an example to Rule 72(b) to illustrate its interpretation that a sale “clears the
Floor,” meaning that all bids and offers not satisfied in a given transaction are deemed to be simultaneously
re-entered and on parity with each other. This is a fundamental concept that has long been deemed essential
to the efficient functioning of the auction market.

Rule 75

The Exchange has codified in Rule 75 its long-standing practice that Floor disputes involving $10,000 or

more, or questioned trades, can be referred for resolution to a panel of three Floor Governors 2  , Senior Floor

Officials 3  , or Executive Floor Officials 4  , or any combination thereof if the parties to the dispute so agree.
The decision of the panel is then binding on the parties. This practice, which is essentially a form of expedited
arbitration, is offered as an efficient means of ensuring timely resolution of Floor disputes.
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Alternatively, members may also proceed to resolve a dispute through formal arbitration procedures
established under the Exchange's Constitution and Rules.

Rule 91.10

Rule 91.10 addresses the procedures a member follows to confirm a transaction involving another member
who has elected to take or supply for his own account the securities named in an order entrusted to him.

Rule 91.10 has been amended to clarify that only a member may confirm a transaction in the situations
covered by the Rule. The Exchange has added a sentence to the Rule to clarify that transactions which
are not confirmed or rejected are deemed to have been accepted. Both of these points reflect consistent
Exchange interpretations of Rule 91.10.

Rule 91.10 has also been amended to provide that a member receiving a report of execution of a transaction
where the specialist acted as principal triggers the member's unconditional right to reject the trade as
soon as practicable, given the prevailing circumstances. In addition, the Rule has been amended to clarify
that disputes as to whether there was sufficient time to reject the trade would be resolved under Rule 75,
either through a panel of three Floor Governors, Senior Floor Officials, or Executive Floor Officials, or any
combination thereof, or through formal arbitration procedures established under the Exchange's Constitution
and Rules.

In addition, the Exchange has replaced the term “promptly” in the Rule by defining it as “as soon as
practicable under the prevailing circumstances.” These amendments aim to maintain a degree of flexibility
in the Rule in order to accommodate various situations occurring during the trading day which may impact a
member's confirmation of these transactions.

Any disagreement about whether a member or member organization took timely action in rejecting a trade
or about whether a transaction was properly deemed to have been accepted under Rule 91.10 is resolved in
accordance with Rule 75, which gives final determination to a Floor Official.

Rule 91.20

Rule 91.20 provides that a specialist occasionally may effect a transaction as principal against an order
which had been entered for an account carried by the specialist's organization or serviced by someone at his
organization. In such cases, it is desirable that all specialists follow a uniform procedure. The customer for
whom the order had been entered should be contacted promptly. The fact that the stock has been taken or
supplied as principal against his order should be explained to him so that he may then accept or reject the
transaction.

In Rule 91.20, the Exchange has replaced the term “should” with “must,” to reflect the mandatory nature of
the procedures outlined.

Rule 91.50

Rule 91.50 has been added to explain that if there is a continued pattern of rejection of a specialist's principal
transactions, a Floor Official may be called upon and require the broker to review his actions. The Rule further
provides that if a customer gives instructions to his broker to reject trades with the specialist's name on the
other side, this would be a conditional order and should not be entrusted to the specialist for execution.
Rule 91.50 has also been amended to make clear that a Floor Official's reviewing a pattern of rejections of a
specialist's principal transactions and requiring a broker to review his or her actions does not compromise the
unconditional right of a broker to reject any trade where the specialist trades as principal.

Finally, as the right to reject a trade pursuant to Rule 91 is unconditional, the Rule states that no disciplinary
process would be triggered by the broker exercising his or her right to reject a trade.

Rule 95
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Under Rule 95, a floor broker cannot effect a transaction if that broker has discretion regarding the choice of
security to be bought or sold, the total amount of the security to be bought or sold, or whether the transaction
shall be a purchase or a sale. The Exchange has amended Rule 95(a) to clarify that members may not
create an order or a material term of an order, but must receive an order from off the Floor, regardless of how
familiar they are with a customer's strategy.

Rule 115A

Rule 115A provides, among other matters, procedures for members to confirm transactions on openings.
The Rule provides that members should confirm transactions as promptly as possible, and also states that
a specialist will not be responsible for losses if the broker does not return to the specialist's post within 30
minutes after the opening sale. The Exchange has added a cross reference in the Rule to make clear that
while a broker should confirm a transaction as promptly as possible, the specialist is not responsible for
losses thirty minutes after the opening.

Rule 116

The Exchange has made three changes to Rule 116. Rule 116.20 has been revised to directly state a
prohibition against a Floor broker “stopping” stock. This is not a new prohibition, as Section 11(a) of the
Securities Exchange Act of 1934 and Exchange rules regulating on-Floor trading have the effect of prohibiting
a broker from effecting an on-Floor proprietary trade to execute the order at the “stop” price if other market
interest traded with the bid or offer against which the broker's order was stopped and the broker was thus
obligated to effect a proprietary trade to fulfill the “stop.” The Exchange has consistently interpreted Rule
116.20 in this manner.

The Exchange has also amended Rule 116.30(3)(a) to make clear in the Rule that a specialist should “stop”
an order in a minimum variation market only when there is an imbalance in the quotation suggesting the
likelihood of price improvement for the “stopped” order. This has been the Exchange's consistent interpretive
position.

In addition, the Exchange has added to Rule 116.40 a cross reference to Rule 123C, which codified the
Exchange's policies regarding execution of market-on-close and limit-on-close orders.

Questions concerning this Memo may be address to Donald Siemer at 212-656-6940 or Jeff Rosenstrock at
212-656-5499.

___________________________

Regina C. Mysliwiec Senior Vice President Market Surveillance

Attachments

Exhibit A

Additions underscored Deletions [bracketed]

Rule 72

Priority and Precedence of Bids and Offers

I. Bids .-Where bids are made at the same price, the priority and precedence shall be determined as follows:

Priority of first bid

(a) Except as provided in paragraph (b) below, when a bid is clearly established as the first made at a
particular price, the maker shall be entitled to priority and shall have precedence on the next sale at that
price, up to the number of shares of stock or principal amount of bonds specified in the bid, irrespective of the
number of shares of stock or principal amount of bonds specified in such bid.
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Priority of Agency Cross Transactions

(b) When a member has an order to buy and an order to sell an equivalent amount of the same security,
and both orders are of 25,000 shares or more and are for the accounts of persons who are not members or
member organizations, the member may “cross” those orders at a price at or within the prevailing quotation.
The member's bid or offer shall be entitled to priority at such cross price, irrespective of pre-existing bids
or offers at that price. The member shall follow the crossing procedures of Rule 76, and another member
may trade with either the bid or offer side of the cross transaction only to provide a price which is better than
the cross price as to all or part of such bid or offer. A member who is providing a better price to one side
of the cross transaction must trade with all other market interest having priority at that price before trading
with any part of the cross transaction. Following a transaction at the improved price, the member with the
agency cross transaction shall follow the crossing procedures of Rule 76 and complete the balance of the
cross. No member may break up the proposed cross transaction, in whole or in part, at the cross price. No
specialist may effect a proprietary transaction to provide price improvement to one side or the other of a cross
transaction effected pursuant to this paragraph. A transaction effected at the cross price in reliance on this
paragraph shall be printed as “stopped stock”.

When a member effects a transaction under the provisions of this paragraph, the member shall, as soon as
practicable after the trade is completed, complete such documentation of the trade as the Exchange may
from time to time require.

** ** *

III. Sale “Clears the Floor”

Following a sale, all bids and offers previously entered are deemed to be re-entered and are on parity with
each other. For example, assume that the market in XYZ is 0.20 bid for 5000 shares, with 5000 shares
offered at 0.25. On the bid side of the market, Broker A is bidding for 1000 shares and has priority. Brokers
B, C, D, and E are each bidding for 1000 shares, with B being ahead of C, C being ahead of D, and D being
ahead of E. On the offer side of the market, Broker F is offering 1000 shares and has priority. Brokers G, H,
I, and J are each offering 1000 shares, with G being ahead of H, H being ahead of I, and I being ahead of J.
Broker K enters the Crowd and sells 1000 shares to Broker A's bid of 0.20. The market then becomes 0.20
bid for 4000 shares, with 5000 offered at 0.25. Brokers B, C, D, and E are now on parity on the bid side of the
market, and Brokers F, G, H, I, and J are now on parity on the offer side of the market.

** ** *

Additions underscored

Rule 75 Disputes as to Bids and Offers

Disputes arising on bids or offers, if not settled by agreement between the members interested, shall be
settled by a Floor Official. In rendering a decision as to disputes regarding the amount traded, the Floor
Official shall give primary weight to statements by any member who was not a party to the transaction and
shall also take into account the size of orders held by parties to the disputed transaction, and such other facts
as he deems relevant. If both parties to a dispute agree, and the dispute involves either a monetary difference
of $10,000 or more or a questioned trade, the matter may be referred for resolution to a panel of three Floor
Governors, Senior Floor Officials, or Executive Floor Officials, or any combination thereof, whose decision
shall be binding on the parties. As an alternative to a panel of three Floor Governors, Senior Floor Officials,
or Executive Floor Officials, or any combination thereof, members may also proceed to resolve a dispute
through long-standing arbitration procedures established under the Exchange's Constitution and Rules.

Supplementary Material:
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.10 Discrepancies as to amount .When there is no dispute regarding a transaction except as to the
amount traded and neither party can produce a witness, the transaction must be considered to have
been for the smaller amount; provided, however, that if the member claiming the smaller amount held,
at the time of the transaction in dispute, an order or orders totaling the larger amount, the Floor Official,
in reaching his decision, shall take into consideration that fact and all other facts which he deems
relevant.

Additions underscored Deletions [bracketed]

Rule 91 Taking or Supplying Securities Named in Order

** * *

Supplementary Material:

.10 Confirmation of transactions .When a member or member organization is notified to send a
[representative] member to a specialist's post for the purpose of confirming a transaction with another
member who has elected to take or supply for his own account the securities named in an order
entrusted to him, the member or member organization so notified or a member representing the notified
party must respond [promptly] as soon as practicable under the prevailing circumstances following
notification to the member or member organization of the report of execution of the transaction.
The transaction must then be either confirmed or rejected with a member and not with a clerk.
[The representative] Transactions which are not then confirmed or rejected in accordance with the
procedures above are deemed to have been accepted. If the specialist took or supplied the securities,
the member so notified must initial the memorandum record of the specialist which shows the details of
the trade and return it to the specialist. The specialist must keep such memoranda records for a period
of three years.

Any disagreement as to whether a member or member organization has taken timely action pursuant to
this paragraph shall be resolved in accordance with the principles of Rule 75.

.20 Principal transactions against orders in specialists' possession .-A specialist occasionally
may effect a transaction as principal against an order which had been entered for an account carried by
the specialist's organization or serviced by someone at his organization. In such cases, [it is desirable
that] all specialists must follow a uniform procedure. The customer for whom the order had been
entered [should] must be contacted promptly. The fact that the stock has been taken or supplied as
principal against his order [should] must be explained to him so that he may then accept or reject the
transaction.

No change to paragraphs .30 & .40

.50 Rejection of specialist's principal transactions If there is a continued pattern of rejections of a
specialist's principal transactions, a Floor Official may be called upon and require the broker to review
his or her actions. It should be noted, however, that if a customer gives instructions to his or her broker
to reject trades with the specialist's name on the other side, this would be a conditional order and
should not be entrusted to the specialist for execution.

The foregoing does not compromise the unconditional right of a broker to reject any trade where the
specialist trades as principal. In addition, no disciplinary process would be triggered against the broker
for exercising his right to reject the trade.

Additions underscored

Rule 95 Discretionary Transactions
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(a) No member while on the Floor shall execute or cause to be executed on the Exchange, or through ITS
or any other Application of the System, any transaction for the purchase or sale of any stock with respect
to which transaction such member is vested with discretion as to (1) the choice of security to be bought or
sold, (2) the total amount of any security to be bought or sold, or (3) whether any such transaction shall be
one of purchase or sale. The member must receive all material terms of an order, as referenced in (1), (2),
and (3), from the member's customer off the Floor, and may not simply rely on a general understanding
of the customer's intentions and thereby create an order or a material term of an order on the Floor. For
example, a member who has purchased stock pursuant to a customer's off-Floor order may not simply
rely on an understanding of the customer's strategy to sell the stock if it becomes profitable to do so, but
must first obtain a new order to sell entered by the customer from off the Floor. See also Rule 90 and the
supplementary material thereto.

(b) The provisions of paragraph (a) of this Rule shall not apply to any transaction permitted by Rule 93 for any
account in which the member executing such transaction is directly or indirectly interested.

(c) If a Floor broker acquires a position for an account during a particular trading session while representing at
the same time, on behalf of that account, market or limit orders at the minimum variation on both sides of the
market, the broker may liquidate or cover the position established during that trading session only pursuant
to a new order (a liquidating order) which must be time-recorded upstairs and upon receipt on the trading
Floor. All liquidating orders as described above must be marked on the Floor as “BC” in the case of an order
covering a short position, or “SLQ” in the case of the sell order liquidating a long position.

(d) For the purposes of this rule, an account shall be deemed any account in which the same person or
persons is directly or indirectly interested. A Floor broker representing an order to liquidate or cover a
position, which was established during the same trading session at a time when the broker represented
orders at the minimum variation on both sides of the market for the same account, must execute that
liquidating or covering order before any other order on the same side of the market for that account.

Supplementary Material:

.10 The provisions of this rule shall not apply to (i) any order to liquidate a position carried over from a
previous trading session; (ii) any order liquidating any part of a position assumed as part of a strategy
relating to bona fide arbitrage; and (iii) any order liquidating any part of a block position assumed
in reliance on the exemption for block positioners contained in Section 11(a)(1)(A) of the Securities
Exchange Act.

.20 The following examples illustrate the operation of paragraphs (c) and (d) above. All examples
assume that orders are for the same account, and are market buy-minus/sell-plus orders, or limit
orders at the minimum variation.

B = buy order SL = sell long order BC = buy to cover short order* SS = sell short order T = acquiring
trade SLQ = sell long to liquidate order*

*Designation not used for system orders

I. No Carry-Over Position

A. Crowd

B 5000, SS 5000

T: buy 2000

Steps

1. obtain SLQ 2000 order to liquidate that day

2. SS 5000 order cannot be executed while contra side position exists
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B. Crowd

B 5000, SS 5000

T: sell short 2000

Steps

1. obtain BC 2000 order to liquidate that day

2. B 5000 order cannot be executed while contra side position exists

II. Carry-Over Position (2000 shares long)

A. Crowd

B 5000, SL 2000

T: buy 3000

Steps

1. obtain SLQ 3000 order to liquidate new position that day

2. SL 2000 order should be executed first (representing the carry-over position)

III. Carry-Over Position (2000 shares short)

A. Crowd

B 5000, SS 5000

T: sell short 3000

Steps

1. obtain BC 3000 order to liquidate new position that day

2. 2000 shares of B 5000 order may be executed to cover 2000 share carry-over position

3. BC 3000 order must be executed before balance of B 5000 order may be executed.

.30 The following examples indicate the types of buy and sell orders that a member may and may not
represent for the same customer at the same time.

Permitted

• Buy 10,000 at 2.5 and Sell short, or sell long 10,000 at 25 plus minimum trading variation
• Buy 10,000 at-the-market and Sell 10,000 at-the-market “sell plus” “buy minus” (if “long”)
• Buy 10,000 at-the-market and Sell 10,000 at-the-market, contingent upon the entire buy order being

completed first

Not Permitted

• Buy 10,000 at-the-market and Sell 10,000 at-the-market
• Buy 10,000 at-the-market and Sell 10,000 at a limit discretion at that limit and higher

Additions underscored

Rule 115A Orders at Opening or in Unusual Situations

** * *
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“Pair-offs.“- A specialist who, as provided in (1) above, holds a market order of another member or
gives up his own name instead of holding the order, may, in arranging the opening, “pair-off” such an
order against any order held by the specialist or by another member.

The member who leaves such an order with the specialist should, as promptly as possible after the
opening of the stock, return to the Post. The specialist must retain the order slip and must advise the
member as to the broker and the name given up on the opposite side of the transaction. The member
should proceed as promptly as possible to confirm the transaction with the broker on the opposite side.

Failure to comply with the time periods specified in the paragraph “Responsibility for Losses” below
shall relieve the specialist from responsibility for any loss that may result.

In the event that the specialist has given up his own name instead of holding a member's order, and,
based upon such order, the specialist has effected a “pair-off” against an order of another member, the
specialist should notify the member to whom he originally gave his own name of the broker and the
name given up on the opposite side of the transaction. Such member should proceed as promptly as
possible to confirm the transaction with the broker on the opposite side. If the specialist has effected
the “pair-off” against an order which he handled as a broker, he should send a give-up notice to the
member to whom he originally gave his own name.

“Stopping.“- When a specialist has been unable to “pair-off” a market order which has been left with
him, as provided in (1) above, he may, after opening of the Exchange but before the opening of the
stock, “stop” at the offer price any such market order to buy, or at the bid price any such market order
to sell. In such cases, the specialist should notify the broker who left the order with him that the order is
“stopped” and inform him of the price at which it is “stopped.” In the event that the specialist is unable
to execute the order at a better price, he should send for the broker who left such order with him, and
allow the broker to consummate the transaction.

Establishing a fair price .-A specialist or other member who holds orders in order to assist in
establishing a fair price, as provided in (2) above, should, after the establishment of such price, send
for the members whose orders were held for that purpose. Such members should proceed as promptly
as possible to confirm the transactions with the brokers on the opposite side.

Responsibility for losses.- A specialist or other member who makes an error in arranging an opening
or establishing a fair price shall not be responsible for any loss involved if the member whose order has
been held or represented neglects to endeavor to confirm the transaction.

In the event that a member endeavors to confirm a transaction resulting from an order left with the
specialist as provided in (1) above, but is unable to do so because of an error made by the specialist
in arranging an opening, the specialist shall be responsible for any loss which may be involved, except
when:

(1) the broker who left such order fails to return to the Post within 30 minutes after the opening sale; or

(2) The broker who left such order returns to the Post within 30 minutes after the opening sale, but
neglects to endeavor to confirm the transaction with the broker on the opposite side within 30 minutes
after returning to the Post.

Precautions to avoid errors .-The possibility of confusion and errors will be substantially reduced if
members who leave orders with specialists, as prescribed above, would make notations thereon of
their names or badge numbers, and if specialists would make notations on orders which they return to
members as to the brokers and the names given up on the opposite side.

Notwithstanding anything to the contrary contained in the preceding paragraphs pertaining to “pair-
offs”, “stopping”, establishing a fair price, responsibility for losses and precautions to avoid errors,
the provisions of these paragraphs shall not apply to obligations to trade received on the Floor by a
specialist via pre-opening responses provided for in the Pre-Opening Application of the System (as
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that term is defined in Rule 15). In arranging an opening, however, a specialist may accept and hold
obligations to trade represented in such pre-opening responses and “pair-off” such obligations against
any orders on the opposite side of the market held by the specialist or by another member on the Floor
of the Exchange. The member(s) on the Floor representing orders which have been paired-off against
obligations to trade shall confirm the transaction directly with the specialist.

Additions underscored Deletions [bracketed]

Rule 116 “ Stop “ Constitutes Guarantee

An agreement by a member to “stop” securities at a specified price shall constitute a guarantee of the
purchase or sale by him of the securities at that price or its equivalent.

If an order is executed at a less favorable price than that agreed upon, the member who agreed to stop the
securities shall be liable for an adjustment of the difference between the two prices.

Supplementary Material:

.10 Reporting “stops”.- Members and member organizations should report to their customers that
securities have been “stopped” with another member only if the “stop” is unconditional and the other
member had definitely agreed thereto.

.20 “Stopping” stock.- The privilege of stopping stock, other than rights, shall not be granted or
accepted by a [member] Floor broker [in cases where the spread in the quotation is only the minimum
variation of trading in the particular stock], except that , in a minimum variation market, a [member]
Floor broker who holds simultaneously an order to buy at the market and an order to sell the same
stock at the market may stop such purchase and selling orders against each other and pair them off at
prices and in amounts corresponding to those of the subsequent sales in the stock as they occur in the
market. This exception will also apply when two [members] Floor brokers, one holding an order to buy
at the market and the other holding an order to sell the same stock at the market, arrive in the Crowd at
the same time.

For the purpose of the exceptions provided herein, a limited order to buy which is possible of execution
at the prevailing offer price or a limited order to sell which is possible of execution at the prevailing bid
price may be regarded as a market order.

.30 Restrictions on “stopping” stock.- No specialist may stop stock against the book or for his own
account at a price at which he holds an order capable of execution at this price except that he may stop
stock:

(1) in connection with an opening or reopening;

(2) when there is a broker in the Crowd representing another order at the stop price; or

(3) when a member acting on behalf of either a public customer's account or an account in which such
member or another member has an interest makes an unsolicited request that a specialist grant him a
stop if:

(a) (i) the spread in the quotation is not less than twice the minimum variation of trading in the stock;
or, (ii) where the spread in the quotation is the minimum variation of trading in the stock[,]  and an
imbalance in the quotation suggests the likelihood of price improvement for the stopped order, the size
of any order as to which a stop is granted does not exceed 2,000 shares, and the aggregate number
of shares as to which stops are in effect does not exceed 5,000 shares, unless a Floor Official has
approved, as appropriate under prevailing market conditions, the granting of a stop for an order or
orders of a larger specified size, or the granting of stops as to a larger specified aggregate number of
shares as to which stops may be in effect;
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(b) after the granting of the stop the spread between the bid and offer is reduced, in any case where,
prior to the granting of the stop, the spread in the quotations was not less than twice the minimum
variation of trading in the stock;

(c) the specialist does not reduce the size of the market following the stop; and

(d) on the election of the stop the order or orders on the specialist's book entitled to priority will be
executed against the stopped stock.

40. “Stopping” stock on market-at-the-close orders.- Notwithstanding any provisions of this Rule
or of any other Exchange Rule to the contrary, a member shall execute market-at-the-close orders in a
stock as provided below, where the member is holding simultaneously both buy and sell market-at-the-
close orders.

(A) Where there is an imbalance between the buy and sell market-at-the-close orders, the member
shall, at the close of trading on the Exchange in that stock on that day, execute the imbalance against
the prevailing bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be
executed against the offer. An imbalance of sell orders would be executed against the bid.) The
member shall then stop the remaining buy and sell orders against each other and pair them off at the
price of the immediately preceding sale described above. The “pair off” transaction shall be reported to
the consolidated last sale reporting system as “stopped stock”.

(B) Where the aggregate size of the buy market-at-the-close orders equals the aggregate size of the
sell market-at-the-close orders, the buy orders and sell orders shall be stopped against each other and
paired-off at the price of the last sale of the Exchange just prior to the close of trading in that stock on
that day. The transaction shall be reported to the consolidated last sale reporting system as “stopped
stock”. See Rule 123C for discussion of procedures applicable to market-at-the-close and limit-at-the
close orders.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Footnotes

1  See Securities Exchange Act Release No. 49183 (February 4, 2004), 69 FR 6354 (February 10, 2004)
(SR-NYSE-2002-32).

2  Floor Governors are Floor Officials who are empowered to perform any duty, make any decisions, or
take any action assigned to or required of a Board of Executives Floor Representative as are prescribed
by the Rules of the Board of Directors or as may be designated by the Board.

3  Floor Officials entering their fifth or sixth year of service as a Floor Official are eligible for appointment as
Senior Floor Officials. They are also empowered with the authority of a Floor Governor.

4  Executive Floor Officials and Senior Floor Officials perform many of the same functions performed by
Floor Governors. Executive Floor Officials are former Floor Governors and are empowered to perform
any duty, make any decision or take any action assigned to or required of a Floor Governor.
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Member Firm Regulation

New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005
 ATTENTION: MANAGING PARTNER, CHIEF EXECUTIVE OFFICER, BRANCH OFFICE MANAGERS,
COMPLIANCE OFFICER, TRAINING AND HR DIRECTORS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: REGULATORY ELEMENT CONTINUING EDUCATION - SUPERVISORS PROGRAM (S201)
AVAILABLE FOR FOREIGN DELIVERY

Foreign Administration

Effective February 16, 2004, the Regulatory Element Continuing Education Supervisors Program (S201)
became available for administration at certain Pearson VUE Centers in foreign countries (see Exhibit A).
A complete list of all Pearson VUE and Prometric Centers can be viewed on the website of the Securities
Industry/Regulatory Council on Continuing Education at www.securitiescep.com.

Supervisors and principals residing approximately 350 miles or less from these Pearson VUE Centers whose
anniversary requirement windows open after Wednesday, March 24, 2004, will no longer be eligible for
foreign deferrals.

The Regulatory Element Supervisors Program (S201) is required of supervisory personnel with the following
NYSE registrations: Registered Options Principal, General Securities Sales Supervisor, Branch Office
Manager, Allied Member, Compliance Official, Supervisory Analyst, Financial & Operations Principal,
Introducing Broker-Dealer Financial & Operations Principal.

Registered supervisory personnel residing in locations outside a 350-mile radius of a Pearson VUE Center
in a foreign country remain eligible for foreign deferrals until the S201 is available in other locations.
Foreign deferral requests must be made in writing, signed by a principal of the firm, and mailed to NASD,
Continuing Education Department, 9509 Key West Avenue, Rockville, MD 20850 or faxed to 240-386-4675.
Requests must contain the individual's name, CRD number, and the city and country of residence. Firms
must proactively request a foreign deferral for each anniversary date that subjects a registered person to
a Regulatory Element requirement, because renewal of foreign deferrals is not automatic. Any questions
relating to this memorandum may be directed to Roni Meikle, Manager - Continuing Education at (212)
656-2156 or Pat DeVita, Senior Coordinator – Continuing Education at (212) 656-2746.

___________________________

Salvatore Pallante

Executive Vice President

Attachments
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Exhibit A

Pearson VUE Centers Outside the U.S. and Canada Delivering Continuing Education
 

American Samoa Pago Pago
 

Asia Hong Kong Wan Chai
 

Japan Tokyo
 

Singapore
 

South Korea Chongno-gu
 

Taiwan Taipei
 

Australia Sydney St. Leonards, NSW
 

Europe France Paris
 

Germany Frankfurt
 

United Kingdom London
 

Guam Tamuning
 

Saipan Garapan
 

U.S. Virgin Islands St. Thomas
 

A complete list of all Pearson VUE and Prometric Centers can be viewed on the website of the Securities
Industry/Regulatory Council on Continuing Education at www.securitiescep.com.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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March 9, 2004

  
Member Firm Regulation

New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005
 ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, CHIEF COMPLIANCE OFFICER

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: APRIL 1ST REPORTING REQUIREMENT - ATTESTATIONS - RULES 351 AND 472

Pursuant to Information Memo No. 03-36, dated August 25, 2003, the New York Stock Exchange, Inc.
(“NYSE” or the “Exchange”) announced that the Securities and Exchange Commission had approved
additional amendments to Exchange Rule 472 (“Communications with the Public”) and Rule 351 (“Reporting

Requirements”). 1   The amendments to Rules 472 and 351 were part of a series of regulatory efforts
between the Exchange and NASD to address the issue of research analysts' conflicts of interest.

As amended, Rule 351(f) requires members and member organizations that prepare, issue or distribute
research reports or whose research analysts make public appearances, to submit to their Designated

Examining Authority, annually, a letter of attestation signed by a senior officer or partner, 2   that the member
or member organization has established and implemented written procedures reasonably designed to comply
with the provisions of Rule 472. The attestation must also specifically certify that each research analyst's
compensation was reviewed and approved in accordance with the requirements of Rule 472(h)(2) and that
the basis for such approval has been documented. This attestation is required to be submitted by April 1 of
each year in the manner prescribed below by the Exchange.

For the year ending 2003, members and member organizations will be required to file on or before April 1,
2004, the Rule 351(f) attestation (see Exhibit A) with the Exchange, utilizing the Exchange's Enterprise Ad

Hoc Reporting System (“eARS”) 3   via the Electronic Filing Platform (“EFP”), 4   regarding compliance with
Rule 472.

In addition, each member and member organization must maintain, as part of its books and records, a copy
of the signed letter of attestation, and must make such attestation available to the Exchange, upon request.
However, if a member or member organization neither prepares, issues or distributes research reports nor
its research analysts make public appearances, it should indicate such on the attestation (See question 1 of
Exhibit A). The EFP notification must be filed between March 15 and April 1, 2004 by each firm.

Failure to comply with Rule 351(f) could subject a member or member organization to disciplinary action by
the Exchange.

Any questions relating to this Memo should be addressed to your Finance Coordinator. For technical
assistance regarding EFP, please contact the PC Service Center at 212-383-2062.

___________________________
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Salvatore Pallante

Executive Vice President

Attachments

Exhibit A

RULE 351(f) — Annual Attestation Regarding Rule 472 Compliance Procedures and Research Analysts'
Compensation

Name of Member or Member
Organization:

 

1. Did any research analyst of the member or member organization make a public appearance or did
the member or member organization prepare, issue or distribute research reports?

Yes
 

No
 

2. If yes, [has/have] [Name of Member or Member Organization] established and implemented
procedures reasonably designed to comply with the provisions of Rule 472 (“Communications with
the Public”)?

Yes
 

No
 

N/A
 

3. [Name of Member or Member Organization] certifies that the compensation of each research
analyst, who was primarily responsible for the preparation of the substance of a research report,
was reviewed and approved in accordance with the requirements of Rule 472(h)(2), and that the
basis for such approval was documented.

Yes
 

No
 

N/A
 

 

Senior Officer's or Partner's Name
 

Senior Officer's or Partner's Title
 

Contact's Name and Phone Number
 

Date Submitted

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release No. 48252 (July 29, 2003), 68 FR 45875 (August 4, 2003) (SR-
NYSE-2002-49).

2  See Rule 351(e) for definition of senior officer or partner.
3  The eARS application provides Member Firm Regulation (MFR) with the ability to request information

from members and member organizations via the Electronic Filing Platform (EFP). The requests are
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published through EFP as forms which are then accessible by members and member organizations to
update with data and submit back to MFR.

4  EFP is an extranet built by the NYSE to support authenticated, encrypted two-way communications
between the NYSE and its membership. It is currently being used for such applications as branch office
approvals, short interest reports, and fingerprints.
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March 9, 2004

  
Member Firm Regulation

New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005
 ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, RESEARCH, COMPLIANCE,
LEGAL, AND INVESTMENT BANKING DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO DISCLOSURE AND REPORTING REQUIREMENTS

On July 29, 2003, the Securities and Exchange Commission (“SEC”) approved further amendments
to Exchange Rule 472 (“Communications with the Public”), and amendments to Rule 351 (“Reporting
Requirements”), Rule 344 (“Supervisory Analysts”), and Rule 345A (“Continuing Education for Registered

Persons”). 1   The SEC also simultaneously approved comparable amendments to NASD Rule 2711
(“Research Analysts and Research Reports”), Rule 1120 (“Continuing Education Requirements”) and new
Rule 1050 (“Registration of Research Analysts”) (collectively NYSE and NASD Rules are referred to as the
“SRO Rules”).

NYSE and NASD have prepared a Joint Memorandum (see attached Exhibit A) that provides clarification and
interpretive guidance to the SRO Rules (see attached Exhibit B for NYSE Rules).

Questions regarding this Memo may be directed to William Jannace at 212-656-2744 or Donald van Weezel
at (212) 656-5058.

___________________________

Salvatore Pallante

Executive Vice President

Attachments

JOINT MEMORANDUM

OF

NASD AND THE NEW YORK STOCK EXCHANGE

Discussion and Interpretation of Rules Governing Research Analysts and Research Reports (NASD
Rule 2711 and NYSE Rules 351 and 472)

Background

This is a follow up to the joint memorandum issued by NASD and the New York Stock Exchange (the “SROs”)
1   in July of 2002 (the “July 2002 Joint Memo”) that provided interpretive guidance on NASD Rule 2711
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(“Research Analysts and Research Reports”) and amendments to NYSE Rule 472 (“Communications with the

Public”) and Rule 351 (“Reporting Requirements”) (collectively, the “SRO Rules”). 2 

In July 2003, the Securities and Exchange Commission (“SEC”) approved further changes to the SRO

Rules that imposed new requirements on members 3   and made other changes necessary to comply with

research analyst provisions of the Sarbanes-Oxley Act of 2002 (the “July 2003 Amendments”). 4   This joint
memorandum serves two purposes. First, the memorandum provides further clarification of previously issued
interpretive guidance in light of the July 2003 Amendments. Second, it provides further interpretive guidance
on the SRO Rules and responds to common questions that members have asked since the July 2002 Joint
Memo was issued.

Continued Applicability of July 2002 Joint Memo

Members have inquired whether the guidance provided in the July 2002 Joint Memo continues to apply given
the July 2003 Amendments. Unless otherwise noted below in this memorandum, the guidance in the July
2002 Joint Memo continues to reflect the SROs' interpretations of the SRO Rules. This memorandum is
organized by subject matter and any change to the previous guidance in the July 2002 Joint Memo is noted in
the applicable section.

Applicability of Registration and Continuing Education Requirements to Fixed Income Research
Analysts

Members have inquired whether the new registration and continuing education requirements for research

analysts 5   apply to research analysts that only produce research on fixed income securities. As a general
matter, the research analyst registration requirements and continuing education requirements apply only to
analysts that are the subject to the SRO Rules. That is, these requirements apply only to associated persons
that are primarily responsible for the preparation of the substance of a research report on equity securities
or whose name appears on such a research report. The requirements do not apply to research analysts that
only produce research reports on fixed income securities that are not “equity securities” as defined in Section
3(a)(11) of the Securities Exchange Act of 1934.

Definition of “Research Report”

As of September 29, 2003, the term “research report” is defined as “a written or electronic communication that
includes an analysis of equity securities or individual companies or industries, and that provides information

reasonably sufficient upon which to base an investment decision.” 6   Previously, the definition also required
that the communication include a recommendation. That requirement was deleted in order to conform the
SRO Rules to the definition of “research report” in the Sarbanes-Oxley Act.

While the SRO Rules no longer require that a research report contain a recommendation as a determining
criteria, the analysis described in the July 2002 Joint Memo generally still applies. Although the issue of
whether a communication is a research report still is determined by the individual facts and circumstances
surrounding a particular communication, the list of exceptions in the July 2002 Joint Memo that are not
generally “research reports” still applies under the new definition. Members should be aware that a disclaimer
inserted into a communication with the public that indicates that the communication does not contain
information sufficient upon which to base an investment decision has no relevance as to whether the
communication falls within the definition of research report and could be misleading in certain circumstances.

Members have inquired whether a client communication that analyzes or recommends individual stocks
would be considered a “research report” if it is written by an employee, such as a registered representative,
who does not hold the title of “research analyst” and does not work in the member's research department. To
clarify this issue, the SROs are adopting the interpretation issued by the SEC with respect to Regulation AC:
a client communication that analyzes individual securities or companies will be considered a research report
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if it provides information reasonably sufficient upon which to base an investment decision and is distributed to
at least 15 persons. This conclusion applies even if the author of the communication does not hold the title of
“research analyst” and does not work in the member's research department.

The SROs also are adopting the SEC interpretation regarding periodic reports and other communications

prepared for investment company shareholders or discretionary investment account clients. 7  
Communications that discuss individual securities in the context of a fund's or account's past performance
or the basis for previously made discretionary investment decisions (such as a manager's discussion of fund
performance in a mutual fund shareholder report) are generally excluded from the definition of “research
report.”

Likewise, an investment company portfolio manager that prepares these types of communications would not
be considered a “research analyst” for purposes of the SRO Rules even if he or she were registered with a
member. However, if such a portfolio manager prepares communications that meet the definition of “research
report” and do not fall within the exception noted above, those communications will be subject to the SRO
Rules and the portfolio manager will be regarded as a research analyst.

Quantitative and Technical Research Reports

The SROs have continued to receive inquiries as to whether quantitative or technical research reports fall
within the definition of “research report” under the SRO Rules. The July 2002 Joint Memo excluded from the
definition of “research report” communications of “technical analysis concerning the demand and supply for
a sector, index or industry based on trading volume and price.” The SROs do not believe it is consistent with
the purposes of the SRO Rules to exclude technical analysis of individual securities. Such an interpretation
could allow a research analyst to provide coverage of a security of an issuer with which the member has
an investment banking relationship or where the analyst may have a personal financial interest without the
disclosures that would identify such potential conflicts. These are some of the very conflicts the SRO Rules
are intended to address. The SEC similarly excluded from the definition of “research report” in Regulation AC
only sector, index and industry technical analysis.

The SROs believe the term “quantitative” as applied to research can be subject to various interpretations.
Indeed, many research reports typically labeled “quantitative” by members can and do raise conflicts
concerns. In this regard, not all mathematical models are inherently objective. Many such models are based
on subjective formulas where a person or persons selects or can change the inputs: for example, particular
performance ratios or consensus earnings estimates. The SROs are concerned that such models based on
subjective formulas could be manipulated to produce a desired result, depending on the ratios or other criteria
selected, the universe of securities, and the formula employed.

Consequently, the SROs do not believe it appropriate to categorically exclude any “quantitative” research
from the scope of the SRO Rules. Nonetheless, the SROs do recognize that certain “quantitative models”
devised by members may sufficiently guard against any potential conflicts of interest to render them outside
the definition of a “research report.” Thus, reports generated by formulas that are generally free of subjective
inputs from an employee of a member may fall outside the definition of research report. However, the SROs
believe that such a determination is best considered on a case-by-case basis.

Definition of “Public Appearance”

The SRO Rules define the term “public appearance” as “any participation in a seminar, forum (including an
interactive electronic forum), radio or television interview, or other public speaking activity in which a research

analyst makes a recommendation or offers an opinion concerning an equity security.” 8   Members have
inquired whether password-protected conference calls or web casts in which a research analyst provides his
or her opinion on individual companies or securities constitute public appearances for purposes of the SRO
Rules.
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As discussed above, and consistent with SEC Regulation AC, an analysis of individual securities or
companies prepared for a specific person or a limited group of fewer than 15 persons is not considered

to be a “research report.” 9   The SROs believe that a similar standard is appropriate to apply to public
appearances. Thus, an appearance before persons representing 15 or more separate investors will be
regarded as a public appearance for purposes of the SRO Rules. However, the SROs would not require
an analyst to make the disclosures required for public appearances in a password protected web-cast,
conference call or similar event with more than 15 existing customers (e.g. individuals or entities), provided
(1) all of the call participants previously received the most current research report or other documentation that
included the required disclosures and (2) the research analyst making the public appearance corrects and
updates any disclosures in the research report that are inaccurate, misleading or are no longer applicable. If
representatives of the media attend the public appearance, the analyst must make the required disclosures.
Members also are reminded that such appearances are subject to appropriate record keeping requirements,
which in this case must include a record of all attendees at the public appearance.

Application of SRO Rules to Third-Party Research

The July 2002 Joint Memo included guidance on the applicability of the SRO Rules to third-party research
distributed by a member. That memo states that if a member distributes research produced by a non-member
affiliate, such as a foreign broker/dealer or an investment adviser, or an independent third party (other than
through a soft dollar arrangement), it must accompany this research with the following “Third-Party Research
Disclosures,” if applicable:

• the member's and its affiliates' ownership of the subject company's securities; 10 
• that the member or its affiliates managed or co-managed a public offering of the subject company's

securities in the past 12 months, received compensation for investment banking services from the
subject company in the past 12 months, or expects to receive or intends to seek compensation for

investment banking services from the subject company in the next three months; 11 
• that the member was making a market in the subject company's securities at the time the research

report was published; 12   and
• any other actual, material conflict of interest of the member known at the time of distribution of the

research report. 13 

Absent a soft dollar arrangement, when a member distributes another member's research report, the
distributing member must include the Third-Party Research Disclosures, while the member that prepared the
report must comply with all of the disclosures required by the SRO Rules.

This memorandum addresses three questions that have arisen with respect to third-party research. (1) Are
any of the new disclosures required by the recently amended SRO Rules now included in the required Third-
Party Research Disclosures? (2) What factors determine whether a research report is considered to be the
product of the member rather than its affiliate or an independent third party? (3) Do different rules apply to the
distribution of non-member affiliate research and independent third-party research?

Disclosure of Non-Investment Banking Compensation

The July 2003 Amendments to the SRO Rules require a member to provide additional disclosure in research
reports regarding compensation that it or its affiliates receive from the subject company. The SRO Rules
now require a member to disclose if it received compensation for products or services other than investment
banking. This information must be current as of the end of the month preceding the date of publication of the
research report (or the end of the second most recent month if the publication date is less than 30 calendar
days after the end of the most recent month). A member also must disclose if the analyst or an employee with
ability to influence the substance of the research report has actual knowledge as of the date of publication
that the member received such compensation.
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In addition, the July 2003 Amendments also generally require the disclosure in research reports of receipt
of non-investment banking compensation received by a member's affiliates. However, a member is not
required to disclose the receipt of non-investment banking compensation by its affiliates if the member has
implemented procedures prescribed by NASD Rule 2711(h)(2)(v)(b) and NYSE Rule 472(k)(1)(iii)a.2. Under
these provisions, a member is not required to disclose an affiliate's non-investment banking compensation
from a subject company if the member maintains and enforces policies and procedures to wall off research
analysts and employees with ability to influence the substance of research reports from receiving information
about such compensation.

Finally, a member must disclose if the subject company is or has been during the preceding 12-month period
a client of the member. In such cases, the member also must disclose the types of services provided to the
subject company, categorized as either investment banking services, non-investment banking securities-
related services, or non-securities services.

The SROs will not require a member that distributes third-party research to separately disclose non-
investment banking compensation received by the member or an affiliate, unless receipt of that compensation
represents an actual, material conflict of interest of the member known at the time of the distribution of the
research report. Similarly, a member need not disclose the existence of a client relationship with the subject
company, unless such relationship already falls within the current Third-Party Research Disclosures, such
as managing or co-managing a public offering of the subject company within the previous 12 months. In
sum, members are required to make the same disclosures under the SRO Rules when distributing third-party
research as they were required to make prior to the July 2003 Amendments, recognizing that the receipt of
non-investment banking compensation can, under certain circumstances, represent a material conflict of
interest.

Member vs. Third-Party Research Report

The determination of whether a research report is considered a product of the member or of a third party
depends on: (1) whether the report appears to be the product of a member or (2) whether a “research
analyst” (as defined by the SRO Rules) associated with a member is involved in producing the research
report. It is irrelevant to the analysis where a report is distributed—domestically or internationally—or to whom
it is distributed, or on which market the subject company's securities are traded.

The SROs consider research reports that meet either of these above factors to be reports produced by
the member that must meet all of the SRO Rules' requirements. Thus, for example, if a member issues a

“globally-branded” 14   research report, all of the SRO Rules would apply to that report. Similarly, if a member
adapts, alters or distributes a research report produced by an affiliate or an independent third party in such
a way that an investor reasonably could believe it to be the product of the member, rather than that of the
affiliate or independent third party, then the report will be considered to be the member's own and subject
to all of the SRO Rules. A research report prepared by a “mixed research team” that includes at least one
person who meets the definition of “research analyst” and is associated with the member also would be
considered a report produced by the member.

Independent and Non-Member Affiliate Research Reports

A research report distributed by a member that is produced either by an independent third party or non-
member affiliate must include the Third-Party Research Disclosures. In this regard, the interpretations of the
SRO Rules treat independent third-party research and non-member affiliate research the same, with one
exception. A member that makes a non-member affiliate's research report available to its customers upon
request or through its website or a website maintained by the member must include the Third-Party Research
Disclosures. However, these disclosures do not apply to independent third-party research that is similarly
made available to customers upon request or through a member-maintained website.
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Subject Company Review of Research

The SRO Rules require legal or compliance personnel (the “Gatekeepers”) to intermediate certain
communications between a member's Research Department and companies that are the subject of a

research report. Specifically, the SRO Rules 15   provide:

• That a member may not submit a research report to the subject company prior to publication,
except for the review of sections of a draft of the research report solely to verify facts. Members
may not, under any circumstances, provide the subject company sections of research reports that
include the research summary, the research rating or the price target.

• Prior to submitting any sections of the research report to the subject company, the Research
Department must provide a complete draft of the research report to the Legal or Compliance
Department.

• If after submission to the subject company, the Research Department intends to change the
proposed rating or price target, the Research Department must provide written justification
to, and receive prior written authorization from, the Legal or Compliance Department for
any change . The Legal or Compliance Department must retain copies of any drafts and changes
thereto of the research reports provided to the subject company.

The SRO Rules prohibit the submission of a research report, in its entirety, to the subject company prior to
its publication, even if the research summary, research rating or price target has been redacted from the
report. Providing a report with such information redacted could still enable a subject company to discern the
tenor of the report and possibly the company's rating or even price target. The rules only permit submission
of sections of a report to verify facts in that section. Submission of facts interspersed with opinions, estimates,
conclusions and other non-factually based information by the research analyst violates the SRO Rules.
Members should consider submitting to the subject company a separate document containing a summary of
facts for which the member seeks verification.

The SROs also wish to clarify the role of the Gatekeepers for purposes of these Rules. Gatekeepers may
not merely rubberstamp changes in research reports after sections of the report have been submitted to the
subject company. Gatekeepers must review the report and changes thereto, and document the basis for
approval. In instances where a change in a rating or price target is to be made, the Gatekeepers must review
the written justification provided by the research department, compare it with any comments received from the
subject company regarding sections of the draft that had been submitted for factual verification, and conduct
such follow-up inquiry as is necessary to establish a reasonable and causal basis for the change.

Restrictions on Publishing Research

Quiet Periods and Blackout Periods

The SRO Rules impose “quiet periods” during which a member may not publish a research report or make
a public appearance regarding a subject company for which the member acted as manager or co-manager
of a public offering of securities. The SRO Rules impose on managers and co-managers a 40 calendar-day
quiet period following an initial public offering (“IPO”), and a 10 calendar-day quiet period (subject to certain

exceptions) following a secondary offering. 16   The SRO Rules also impose a 25 calendar-day quiet period
on members that have agreed to participate as an underwriter or dealer (other than as a manager or co-

manager) of an issuer's IPO. 17 

The SRO Rules also prohibit a member that has acted as manager or co-manager of a securities offering
from publishing a research report or making a public appearance concerning a subject company 15 days prior
to or after the expiration, waiver or termination of a “lock-up” or similar agreement that restricts the sale of

securities after the completion of a securities offering. 18   Finally, the SRO Rules impose a “blackout period”
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that prohibits a research analyst from purchasing or selling the securities of a company that the analyst
follows for a period beginning 30 days before and ending 5 days after the publication of a research report on

the subject company or a change in a rating or price target of the company's securities. 19 

Exceptions to the Quiet Periods and Blackout Periods

The SRO Rules allow a member to publish a research report or make a public appearance during the
restricted periods concerning the effects of significant news or a significant event that occurs during those
periods, provided that the member's legal and compliance department authorizes publication of the report

before it is issued or the public appearance before it is made. 20   Members have asked for additional
guidance regarding this exception.

The significant news or event exception is intended to allow for coverage in research reports and public
appearances of news or events that have a material impact on, or cause a material change to, a company's
operations, earnings or financial condition, and that generally would trigger the filing requirements of SEC
Form 8-K. Examples might include the rejection of a patent or drug application; a labor strike; resignation of a
chief executive officer or chief financial officer; or a publicly-announced investigation into company activities
by a regulator. Members have asked whether a subject company's announcement that it exceeded, met or
fell short of expected earnings would constitute significant news permitting an exception to the quiet and
blackout periods. As a general matter, the SROs would not regard an announcement about earnings to fall
within the exception because an earnings announcement itself generally is not a causal event or news item
that materially affects a company's operations, earnings or financial condition. There may be cases, however,
where significant news or a significant event has caused the company to exceed or fall short of expected
earnings that may permit an exception and allow a member to issue a research report within the quiet or
blackout period to the extent that it discusses the news item that affected earnings.

Additionally, members have inquired whether the SRO Rules are intended to limit the content of a research
report that is issued during a quiet or blackout period due to a significant event or news item to the effects of
the event or news, or whether such a report may discuss any other issues related to the subject company.
A research report issued pursuant to this exception must be limited to discussing the effects of the news
or event that triggered the exception. However, the report may contain or update a price target, rating or
recommendation concerning the subject company's securities.

Members also have inquired whether the private placement of a subject company's equity would be a
significant event that would allow an exception from the SRO Rules' quiet period provisions. In general, the
SROs would not regard the issuance of such securities as a significant event allowing a member to publish
research during a quiet period. The private placement of securities is within the issuer's control, and thus not
the sort of unforeseen news or event that the SRO Rules contemplated in allowing an exception to the quiet
periods.

Application of Quiet Periods to Unregistered Offerings

Members further have asked whether the rules imposing quiet periods following secondary offerings and
before and after waivers of lock-up agreements apply to non-registered securities offerings. In general, the
quiet period following a secondary offering and before and after the waiver of a lock-up agreement applies
only to offerings of securities that must be registered for offer or sale in the United States. Thus, quiet periods
would not apply to private placements of Rule 144A securities and Regulation S offerings.

Lock-up Agreements and Waivers

Finally, members have inquired as to what date a lock-up agreement is considered waived for purposes of
applying the 15-day quiet period before and after the waiver of a lock-up agreement. The 15-day quiet period
is triggered based on the first date a shareholder that is subject to a lock-up agreement may sell his or her
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shares pursuant to the waiver. It is not triggered based on the date when an underwriter or other party notifies
shareholders that a waiver has been granted. It is also not triggered based on the date when an underwriter
or other party registers a securities offering under the federal securities laws.

Since SRO rules do not require lock-up agreements, and since parties to such agreements often are
outside the jurisdiction of the NASD or NYSE, the SROs typically cannot determine whether a specific act
or contractual provision in a lock-up agreement constitutes a waiver for the purposes of the SRO quiet
periods. However, the SROs remind members that the purpose of the quiet period is to prevent members
from publishing favorable research that is intended to drive up the price of an issuer's stock for the benefit of
certain shareholders who will no longer be subject to a lock-up agreement. Accordingly, the SROs will closely
examine research that is issued or otherwise distributed around the time that an underwriting client of the
member sells, or first becomes eligible to sell, a significant volume of the subject company's shares.

Personal Trading Restrictions

Members have raised a number of issues with regard to the application of the personal trading restrictions

under the SRO Rules. 21 

Trading Against Recommendations

The SRO Rules generally prohibit a research analyst account 22   from purchasing or selling any security or
option on or derivative of such security in a manner inconsistent with the research analyst's recommendation

as reflected in the most recent research report published by the member. 23   Members have inquired as
to whether this restriction applies only to recommendations regarding securities of the subject companies
covered by the research analyst making the trade, or whether this restriction applies to the recommendations
regarding all subject companies covered by the member. This restriction only applies to trades in securities of
subject companies covered by the particular research analyst.

Dividend Reinvestment Programs

Members have inquired whether the SROs regard purchases of securities through a dividend reinvestment
plan (“DRIP”) to be subject to the “blackout periods” on personal trading. The SRO Rules generally prohibit
a research analyst account from purchasing or selling any security issued by a company that the research
analyst follows, or any option on or derivative of such security, for a period beginning 30 calendar days before
and ending 5 calendar days after the publication of a research report concerning the company or a rating or
price target of the company's securities.

DRIPs typically are plans that allow a participant to reinvest dividends paid on securities held by the
participant in the same class of securities of the issuer. Most DRIPs have two components. First, they
automatically reinvest cash dividends in the purchase of additional shares of the same securities held by the
participant. Second, they permit periodic discretionary cash investments in the same securities. The SROs
would not regard automatic reinvestments of dividends in securities of a subject company as covered by the
personal trading restrictions' blackout periods. The SROs would reach the same conclusion with respect to
automatic reinvestments of dividends in investment funds that are subject to the personal trading restrictions.
24   However, any discretionary cash investments in a subject company's securities, or securities of an
investment fund that is subject to the personal trading restrictions, that are made through a DRIP would be
subject to the blackout periods.

Short Sales

Where a research analyst has a “sell” (or similar) rating on a subject company's securities, establishes a short
position with regard to the securities and later covers the short position, the SROs would regard the covering
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of the short position as trading contrary to his or her recommendation, since as part of that transaction the
analyst would have to buy the securities. Moreover, an analyst may not establish a short position on a rated
security during an applicable blackout period.

Trades During “Neutral” Ratings

Some members have inquired whether a research analyst may buy or sell a subject company's securities
if the analyst has assigned a “neutral” or “market perform” (or similar) rating to such securities. The SROs
regard these (or similar) ratings as the same as a “hold” rating. Accordingly, a research analyst may neither
buy nor sell a subject company's securities to which he or she has assigned a hold (or similar) rating.

Changes in Earnings Estimates

Several members have inquired whether the personal trading blackout period would be triggered if a research
analyst changed his or her earnings estimates for a subject company, assuming that the change did not
coincide with the issuance of a new research report and did not result in a change in the rating or price target
for the subject company's securities. These circumstances would not trigger the personal trading blackout
period.

Trading Restrictions on Supervisors of Research Analysts

The SRO Rules now require a member's legal or compliance personnel to pre-approve all transactions
of persons who oversee research analysts to the extent such transactions involve equity securities of

subject companies covered by the research analysts that they oversee. 25   The SRO Rules also have been
amended to make clear that the research analyst personal trading restrictions do not apply to “blind trusts”
that are controlled by a person other than the research analyst or a member of the analyst's household

where neither the analyst nor a household member knows of the account's investments or transactions. 26

   Likewise, the requirements for legal or compliance personnel to pre-approve securities transactions of
supervisory personnel do not apply to transactions within “blind trusts” of which supervisory personnel are the
beneficiaries.

The SROs have been asked how the requirement that legal or compliance personnel pre-approve the trades
of supervisory personnel applies to an account that is managed by a third party (either an outside manager
or an in-house account). As a general matter, the SROs would consider a member to have met its obligations
to pre-approve a supervisor's transactions in a managed account where the supervisor has no discretion or
control if the member has policies and procedures to monitor the managed account's trades. If such policies
and procedures are in place, the SROs would not require legal or compliance personnel to pre-approve each
transaction made within the managed account.

Disclosure Issues

In reviewing members' research reports, the SROs have found that some reports fail adequately to make the

disclosures required by the SRO Rules. 27   This section of the joint memorandum is intended to highlight
some of the more common problems that the SROs have found.

Prominence of Disclosures

The first page of a research report must include the disclosures required under the SRO Rules or must refer
the reader to the pages on which such disclosures are found. Disclosures, and references to disclosures,

must be clear, comprehensive and prominent. 28 

References on the front page of a research report to where disclosures are located must be separated from
the report's body text, and in larger font size than the body text. For example, many firms are enclosing the
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references to disclosure location in a box on the first page of the report that enhances the prominence of the
disclosure reference.

A notation on the first page that refers readers to the “end of the report” rather than the specific page is not
sufficient. The SRO Rules require a reference to the specific page number or to the last page of the report or
to a specific section of the report, such as the appendix. In addition, members may use hyperlinks to direct

the reader to the required disclosures only in electronically transmitted reports and compendium reports 29  
or as an additional point of reference in written reports.

Regardless of where the required disclosures are placed, they should be labeled using a heading such as
“Important Disclosures” or “Required Disclosures” so as to be clearly identifiable. Similarly, the font size of the
type must be large enough so that the disclosures are clearly legible and distinguishable from body text, other
disclosures or disclaimers.

The “Important (or Required) Disclosures” section must include all applicable required textual disclosures
(e.g., market making, ownership positions, compensation, etc.), the price chart, the ratings description, ratings
distribution (by number of investment banking clients), the valuation methodology, price target and related risk
factors description, in a clear and logical order. As an example, related disclosures such as ratings systems
and ratings distributions should be in close proximity.

Disclosure of Officer or Director Positions

A member is required to disclose in research reports if the research analyst or member of his or her

household is an officer, director, or advisory board member of the recommended issuer. 30   This disclosure, if
applicable, must include the position held by the research analyst or household member.

Conditional or Indefinite Language

Members are required to disclose in research reports if they own 1% or more of a subject company's equity
securities and if they make a market in a subject company's securities at the time the research report is
issued. Members also must disclose if the member or its affiliates: (a) managed or co-managed a public
offering of equity securities for the subject company in the past twelve months; (b) received compensation for
investment banking services from the subject company in the past twelve months; or (c) expects to receive
or intends to seek compensation for investment banking services from the subject company in the next three

months. 31 

Members may not use conditional or indefinite language in required disclosures, such as “may have a
position” or “may make a market” in any of the subject company's securities, or that the reader “should
assume” that the firm or its affiliates engaged in investment banking business with a subject company. The
required disclosures with respect to past receipt and expectation of investment banking services related
compensation must be made separately, if applicable. For example, a member may not disclose that it
“received compensation for investment banking services in the past twelve months or expects to receive or
intends to seek compensation for investment banking services from the subject company in the next three
months.” Such disclosure lacks the specificity required by the SRO Rules.

Use of Disclaimers

Research reports may not include general or specific disclaimers that contradict or are inconsistent with
disclosures required by SRO Rules. For example, it is inconsistent for a research report to disclose that the
member makes a market in the specific securities that are the subject of the research report and separately
to disclose generally that the member may make a market in some or all of the securities mentioned in the
report.
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The presence of disclosures and disclaimers not required by the SRO Rules in close proximity to the
disclosures required by the SRO Rules may cause confusion and detract from their readability. Therefore,
any disclosures or disclaimers not required by the SRO Rules must be clearly separated and appropriately
labeled. If the required disclosures are placed near non-required disclaimers and disclosures, each set of
disclosures and disclaimers must be clearly labeled, e.g., “Important (or Required) Disclosures,” “Other
Disclosures,” and “Disclaimers.” The disclosures required by the SRO Rules also must be separate from
disclosures required by foreign jurisdictions.

Use of Stock Symbols

Members may not use stock symbols in the “Important Disclosures” section of the report unless the reader is
specifically directed to where in the report the subject companies represented by the symbols are identified by
proper names.

Disclosure of Ratings Distributions and Price Charts

The SRO Rules allow members to use any ratings system they deem appropriate in their research reports,

so long as they are accompanied by a clear definition of the meaning of each rating used in the system. 32  
The SRO Rules require a member to disclose in each research report the percentages of all securities rated

by the member to which the member has assigned a “buy”, “hold/neutral” or “sell” rating. 33   The SRO Rules
also require each report to disclose the percentage of subject companies within each of these three rating
categories for whom the member has provided investment banking services within the previous 12 months.
34 

If a member utilizes a ratings system that employs terms different than “buy,” “hold/neutral” and “sell,” the
member must determine, based on its own ratings system, into which of these three categories its ratings
fall. The research report must use the terms “buy,” “hold” and “sell” in making these ratings distributions
disclosures. However, if a member uses a ratings system that employs terms other than “buy,” “hold/neutral”
and “sell,” the member may combine its own ratings terms with those categories required by the SRO Rules
to make the ratings distribution disclosures (e.g., “buy/overweight,” “hold/equalweight and “sell/underweight”).

The SRO Rules specify that information regarding ratings distributions must be current as of the most recent
calendar quarter end (or the second most recent calendar quarter end if the publication date is less than 15

days after the most recent calendar quarter). 35   The SRO Rules do not specify, however, what time period
the ratings distribution must cover. Some members have noted that they do not regularly issue ratings and
thus were uncertain as to how far back the ratings distribution universe must extend. In general, the ratings
distribution should include all current ratings of the member. However, if the member does not issue new
ratings on a relatively frequent basis, the SROs will consider a member to have complied with the ratings
distribution disclosure requirements if the distribution includes ratings that the member has issued within the
past 12 months.

If a research report does not contain any rating – express or implied – of the subject company's stock, the
report is not required to include the ratings distribution information required by the SRO Rules. In addition, if
the report does not include either a rating or a price target for the subject company's stock, the report is not

required to include a price chart. 36 

Exhibit B

Rule 472 Communications with the Public

Approval of Communications and Research Reports
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(a)(1) Each advertisement, market letter, sales literature or other similar type of communication which is
generally distributed or made available by a member or member organization to customers or the public must
be approved in advance by a member, allied member, supervisory analyst, or qualified person designated
under the provisions of Rule 342(b)(1).

(2) Research reports must be prepared or approved, in advance, by a supervisory analyst acceptable to
the Exchange under the provisions of Rule 344. Where a supervisory analyst does not have technical
expertise in a particular product area, the basic analysis contained in such report may be co-approved by a
product specialist designated by the organization. In the event that the member organization has no principal
or employee qualified with the Exchange to approve such material, it must be approved by a qualified
supervisory analyst in another member organization by arrangement between the two member organizations.

Investment Banking, Research Department and Subject Company Relationships and Communications

(b)(1) Research analysts may not be subject to the supervision , or control, of any employee of the member's
or member organization's investment banking department and personnel engaged in investment banking
activities may not have any influence or control over the compensatory evaluation of a research analyst.

(2) Research reports may not be subject to review or approval prior to publication by Investment Banking
personnel or any other employee of the member or member organization who is not directly responsible for
investment research (“non-research personnel”) other than Legal or Compliance personnel.

(3) Non-research personnel may review research reports prior to publication only to verify the factual
accuracy of information in the research report or to identify any potential conflicts of interest that may exist,
provided that:

(i) any written communication concerning the content of research reports between non-research
personnel and Research personnel must be made either through Legal or Compliance personnel or in
a transmission copied to Legal or Compliance personnel; and

(ii) any oral communication concerning the content of research reports between non-research
personnel and Research personnel must be documented and made either with Legal or Compliance
personnel acting as intermediary or in a conversation conducted in the presence of Legal or
Compliance personnel.

(4) A member or member organization may not submit a research report to the subject company prior to
publication, except for the review of sections of a draft of the research report solely to verify facts. Members
and member organizations may not, under any circumstances, provide the subject company sections of
research reports that include the research summary, the research rating or the price target.

(i) Prior to submitting any sections of the research report to the subject company, the Research Department
must provide a complete draft of the research report to the Legal or Compliance Department.

(ii) If after submission to the subject company, the Research Department intends to change the proposed
rating or price target, the Research Department must provide written justification to, and receive prior
written authorization from, the Legal or Compliance Department for any change. The Legal or Compliance
Department must retain copies of any drafts and changes thereto of the research reports provided to the
subject company.

(iii) The member or member organization may not notify a subject company that a rating will be changed
until after the close of trading in the principal market of the subject company one business day prior to the
announcement of the change.

(5) A research analyst is prohibited from participating in efforts to solicit investment banking business. This
prohibition includes, but is not limited to, participating in meetings to solicit investment banking business
(e.g., “pitch” meetings) of prospective investment banking clients, or having other communications with
companies for the purpose of soliciting investment banking business. This prohibition shall not apply to any
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communication between the research analyst, company, and/or non-research personnel, the sole purpose of
which is due diligence.

Written Procedures

(c) Each member and member organization must establish written procedures reasonably designed to ensure
that members, allied members, member organizations , and their employees are in compliance with this Rule
(see Rule 351(f) and Rule 472(h)(2) for attestations to the Exchange regarding compliance).

Retention of Communications

(d) Communications with the public prepared or issued by a member or member organization must be
retained in accordance with Rule 440 (“Books and Records”). The names of the persons who prepared and
who reviewed and approved the material must be ascertainable from the retained records and the records
retained must be readily available to the Exchange, upon request.

Restrictions on Trading Securities by Research Analysts, Household Members, and Certain Persons
Involved in the Preparation or Publication of Research Reports

(e)(1) No research analyst or household member may purchase or receive an issuer's securities prior to its
initial public offering (e.g ., so-called pre-IPO shares), if the issuer is principally engaged in the same types of
business as companies (or in the same industry classification) which the research analyst usually covers in
research reports.

(2) No research analyst or household member may trade in any subject company's securities or derivatives of
such securities that the research analyst follows for a period of thirty (30) calendar days prior to and five (5)
calendar days after the member's or member organization's publication of research reports concerning such
security or a change in rating or price target of a subject company's securities.

(3) No research analyst or household member may effect trades in a manner inconsistent with the
research analyst's most current recommendations (i.e., sell securities while maintaining a “buy” or “hold”
recommendation, buy securities while maintaining a “sell” recommendation, or effecting a “short sale” in a
security while maintaining a “buy” or “hold” recommendation on such security).

(4) Listed below are exceptions to the prohibitions contained in paragraphs (1), (2), and (3) (Each exception
granted must be in compliance with policies and procedures adopted by the member or member organization
that are reasonably designed to ensure that transactions effected pursuant to these exceptions do not
create a conflict of interest between the professional responsibilities and the personal trading activities of the
research analyst and/or his or her household member.):

(i) transactions by research analysts and/or household members that have been pre-approved in
writing by the Legal or Compliance Department that are made due to an unanticipated significant
change in their personal financial circumstances;

(ii) a member or member organization may permit the publication of research reports or permit a
change to the rating or price target on a subject company, regardless of whether a research analyst [an
associated person] and/or household members traded the subject company's securities or derivatives
of such securities, within the thirty (30) calendar day period described in paragraph (e)(2), when
the publication of such research reports, or change in such rating or price target is attributable to
some significant news or events regarding the subject company, provided that the publication of such
research reports, or change in rating or price target on such subject company has been pre-approved
in writing by the Legal or Compliance Department;

(iii) sale transactions by a research analyst, who is new to the member or member organization, and/or
his or her household members within thirty (30) calendar days of such research analyst's employment
with the member or member organization when such research analyst and/or household members
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had previously purchased such security or derivatives of such security prior to the research analyst's
employment with the member or member organization;

(iv) sale transactions by a research analyst and/or household member within thirty (30) calendar days
from the date of the member's or member organization's publication of research reports or changes
to the rating or price target on a subject company when such research analyst and/or household
members had previously purchased the subject company's securities or derivatives of such securities
prior to initiation of coverage of the subject company by the research analyst;

(v) transactions in accounts not controlled by the research analyst and for investment funds in which a
research analyst or household member has no investment discretion or control, provided the interest of
the research analyst or household member in the assets of the fund does not exceed 1% of the fund's
assets, and the fund does not invest more than 20% of its assets in securities of issuers principally
engaged in the same types of business as companies (or in the same industry classification) which
the research analyst usually covers in research reports. If an investment fund distributes securities in
kind to a research analyst before the issuer's initial public offering, the research analyst must either
divest those securities immediately or refrain from participating in the preparation of research reports
concerning that issuer;

(vi) transactions in a registered diversified investment company as defined under Section 5(b)(1) of the
Investment Company Act of 1940.

(5) No person who supervises research analysts (e.g., Director of Research), a Supervisory Analyst, or a
member of a committee, who has direct influence and/or control with respect to (1) preparing the substance
of research reports, or (2) establishing or changing a rating or price target of a subject company's equity
securities, may effect trades in securities of companies that are the subject of such research reports, or
ratings or price target changes, without the prior approval of the Legal or Compliance personnel of the
member or member organization.

(6) Members and member organizations must maintain written records for each transaction and the
justification for permitting such transactions for three years following the date the transactions were made
pursuant to the exceptions provided for in Rule 472(e)(4)(i)- (iv), and (5).

Restrictions on Member's or Member Organization's Issuance of Research Reports and Participation
in Public Appearances

(f)(1) A member or member organization may not publish or otherwise distribute research reports regarding
an issuer and a research analyst may not recommend or offer an opinion on an issuer's securities in a public
appearance, for which the member or member organization acted as manager or co-manager of an initial
public offering within forty (40) calendar days following the offering date.

(2) A member or member organization may not publish or otherwise distribute research reports regarding
an issuer and a research analyst may not recommend or offer an opinion on an issuer's securities in a
public appearance, for which the member or member organization acted as manager or co-manager of a
secondary offering within ten (10) calendar days following the offering date. This prohibition shall not apply
to public appearances or research reports published or otherwise distributed under Securities Act Rule 139
regarding issuers whose securities are actively traded, as defined in Securities Exchange Act Rule 101(c)(1)
of Regulation M.

(3) No member or member organization that has agreed to participate or is participating as an underwriter or
dealer (other than as manager or co-manager) of an issuer's initial public offering may publish or otherwise
distribute a research report regarding that issuer and a research analyst may not recommend or offer an
opinion on that issuer's securities in a public appearance for twenty-five (25) calendar days following the
offering date.

(4) No member or member organization which has acted as a manager or co-manager of a securities
offering may publish or otherwise distribute a research report and a research analyst may not recommend
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or offer an opinion on an issuer's securities in a public appearance within fifteen (15) days prior to or after
the expiration, waiver or termination of a lock-up agreement or any other agreement that the member or
member organization has entered into with a subject company and its shareholders that restricts or prohibits
the sale of the subject company's or its shareholders' securities after the completion of a securities offering.
This prohibition shall not apply to public appearances or research reports published or otherwise distributed
under Securities Act Rule 139 regarding issuers whose securities are actively traded, as defined in Securities
Exchange Act Rule 101(c)(1) of Regulation M.

(5) A member or member organization may permit exceptions to the prohibitions in paragraphs (f)(1), (2),
and (4) (consistent with other securities laws and rules) for research reports that are published or otherwise
distributed or recommendations or opinions on an issuer's securities made in a public appearance due to
significant news or events, provided that such research reports are pre-approved in writing by the member's
or member organization's Legal or Compliance personnel.

(6) If a member or member organization intends to terminate its research coverage of a subject company,
notice of this termination must be made. The member or member organization must make available a
final research report on the subject company using the means of dissemination equivalent to those it
ordinarily uses to provide the customer with its research reports on the subject company. The report must
be comparable in scope and detail to prior research reports and must include a final recommendation or
rating, unless it is impracticable for the member or member organization to produce a comparable report (e.
g., if the research analyst covering the subject company or sector has the left the employ of the member or
member organization, or where the member or member organization terminates coverage on the industry
or sector). In instances where it is impracticable for the member or member organization to provide a final
recommendation or rating, the member or member organization must provide the rationale for the decision to
terminate coverage.

Prohibition on Offering Favorable Research for Business and Retaliation Against Research Analysts

(g)(1) No member or member organization may directly or indirectly offer a favorable research rating or
specific price target, or offer to change a rating or price target, to a subject company as consideration or
inducement for the receipt of business or for compensation.

(2) No member or member organization and no employee of a member or member organization who is
involved with the member's or member organization's investment banking activities may, directly or indirectly,
retaliate against or threaten to retaliate against any research analyst employed by the member or member
organization or its affiliates as a result of an adverse, negative, or otherwise unfavorable research report
written or public appearance made by the research analyst that may adversely affect the member's or
member organization's present or prospective investment banking relationship with the subject company of
a research report. This prohibition shall not limit a member's or member organization's authority to discipline
or terminate a research analyst, in accordance with the member's or member organization's policies and
procedures, for any cause other than the writing of such an unfavorable research report or the making of such
unfavorable public appearance.

Restrictions on Compensation to Research Analysts

(h)(1) No member or member organization may compensate a research analyst for specific investment
banking services transactions. A research analyst may not receive an incentive or bonus that is based on
a specific investment banking services transaction. However, a member or member organization is not
prohibited from compensating a research analyst based upon such member's or member organization's
overall performance (see Rule 472(k)(1)(ii)a.2. for disclosure of such compensation).

(2) The compensation of a research analyst primarily responsible for the preparation of the substance of a
research report must be reviewed and approved at least annually by a committee which reports to the Board
of Directors or, where the member or member organization has no Board of Directors, to a senior executive
officer of the member or member organization. Such committee may not include representatives from the
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member's or member organization's Investment Banking Department. The committee must, among other
things, consider the following factors, if applicable, when reviewing such research analyst's compensation:

i. The research analyst's individual performance, (e.g., productivity, and quality of research product);

ii. The correlation between the research analyst's recommendations and stock price performance;

iii. The overall ratings received from clients, sales force, and peers independent of the Investment
Banking Department, and other independent rating services.

The committee may not consider as a factor in reviewing and approving such research analyst's
compensation, his or her contributions to the member's or member organization's investment banking
business.

The committee must document the basis upon which such research analyst's compensation was established.
The annual attestation required by Rule 351(f) must certify that the committee reviewed and approved the
compensation for each research primarily responsible for the preparation of the substance of a research
report and has documented the basis upon which such compensation was established.

General Standards for All Communications (Formerly positioned at Supplementary Material .30)

(i) No change

Specific Standards for Communications (Formerly positioned at Supplementary Material .40)

(j) No change (except for deletion of .40(2))

Disclosure

(k)(1) Disclosures Required in Research Reports

Disclosure of Member's, Member Organization's, and Research Analyst's Ownership of
Securities, Receipt of Compensation, and Subject Company Relationships

The front page of a research report either must include the disclosures required under this Rule or must refer
the reader to the page(s) on which each such disclosure is found. Disclosures, and references to disclosures,
must be clear, comprehensive, and prominent.

(i) A member or member organization must disclose in research reports:

a. if the member or member organization or its affiliates:

1. has managed or co-managed a public offering of securities for the subject company in the past
twelve (12) months;

2. has received compensation for investment banking services from the subject company in the past
twelve (12) months; or

3. expects to receive or intends to seek compensation for investment banking services from the subject
company in the next three (3) months.

b. if the member or member organization is making a market in the subject company's securities at the
time the research report is issued;

c. if, as of the last day of the month immediately preceding the date the publication (or the end of the
second most recent month if the publication is less than ten (10) calendar days after the end of the
most recent month), the member or member organization or its affiliates beneficially own 1% or more
of any class of common equity securities of the subject company. The member or member organization
must make the required beneficial ownership computation no later than ten (10) calendar days after
the end of the prior month. Computation of beneficial ownership of securities must be based upon the
same standards used to compute ownership for purposes of the reporting requirements under Section
13(d) of the Securities Exchange Act of 1934;

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

66

http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D13%28d%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D13%28d%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


d. if, as of the last day of the month immediately preceding the date of publication of the research
report (or the end of the second most recent month if the publication date is less than thirty (30)
calendar days after the end of the most recent month):

1. the subject company currently is a client of the member or member organization or was a client
of the member or member organization during the twelve (12)-month period preceding the date of
distribution of the research report (In such instances, the member or member organization also must
disclose the types of services provided to the subject company. For purposes of this paragraph, the
types of services provided to the subject company may be described as investment banking services,
non-investment banking-securities related services, and non-securities services.);

2. the member or member organization received any compensation for products or services other than
for investment banking services from the subject company in the past twelve (12) months.

e. the valuation methods used, and any price objectives must have a reasonable basis and include a
discussion of risks;

f. the meanings of all ratings used by the member or member organization in its ratings system (For
example, a member or member organization might disclose that a “strong buy” rating means that the
rated security's price is expected to appreciate at least 10% faster than other securities in its sector
over the next twelve (12)-month period. Definitions of ratings terms also must be consistent with their
plain meaning. Therefore, for example, a “hold” rating should not mean or imply that an investor should
sell a security.);

g. the percentage of all securities that the member or member organization recommends an investor
“buy,” “hold,” or “sell.” Within each of the three (3) categories, a member or member organization must
also disclose the percentage of subject companies that are investment banking services clients of the
member or member organization within the previous twelve (12) months (see Rule 472.70 for further
information);

h. a chart that depicts the price of the subject company's stock over time and indicates points at which
a member or member organization assigned or changed a rating or price target. This provision would
apply only to securities that have been assigned a rating for at least one (1) year, and need not extend
more than three (3) years prior to the date of the research report. The information in the price chart
must be current as of the end of the most recent calendar quarter (or the second most recent calendar
quarter if the publication date is less than fifteen (15) calendar days after the most recent calendar
quarter).

(ii) A member or member organization must include the following disclosures in research reports:

a.if a research analyst received any compensation:

1. from the subject company in the past twelve (12) months;

2. that is based upon (among other factors) the member's or member organization's overall investment
banking revenues.

b. if, to the extent the research analyst or an employee of the member or member organization with the
ability to influence the substance of a research report, knows:

1. the subject company currently is a client of the member or member organization or was a client
of the member or member organization during the twelve (12)-month period preceding the date of
distribution of the research report. In such instances, such member or member organization also must
disclose the types of services provided to the subject company (For purposes of paragraph (k)(1) of
this Rule, the types of services provided to the subject company may be described as investment
banking services, non-investment banking-securities related services, and non-securities services.).
(For purpose of paragraph (k)(1) of this Rule, an employee of a member or member organization with
the ability to influence the substance of the research report is an employee who, in the ordinary course
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of that person's duties, has the authority to review the particular research report and to change that
research report prior to publication.);

2. that the member, member organization or any affiliate thereof, received any compensation for
products or services other than investment banking services from the subject company in the past
twelve (12) months.

(iii) A research analyst and a member or member organization must disclose in research reports:

a. if, to the extent the research analyst or member or member organization has reason to know, an
affiliate of the member or member organization received any compensation for products or services
other than investment banking services from the subject company in the past twelve (12) months;

1. This requirement will be deemed satisfied if such compensation is disclosed in research reports
within thirty (30) days after completion of the most recent calendar quarter, provided that the member
or member organization has taken steps reasonably designed to identify such compensation during
that calendar quarter.

2. The member or member organization and the research analyst will be presumed not to have reason
to know whether an affiliate received compensation for other than investment banking services from the
subject company in the past twelve (12) months if the member or member organization maintains and
enforces policies and procedures reasonably designed to prevent all research analysts and employees
of the member or member organization with the ability to influence the substance of research reports
from, directly or indirectly, receiving information from the affiliate concerning such compensation.

3. Paragraph 472(k)(1)(iii)a. shall not apply to any subject company as to which the member or
member organization initiated coverage since the beginning of the current calendar quarter.

b. if the research analyst or a household member has a financial interest in the securities of the subject
company, and the nature of the financial interest, including, without limitation, whether it consists of any
option, right, warrant, futures contract, long or short position;

c. if the research analyst or a household member is an officer, director, or advisory board member of
the subject company;

d. any other actual, material conflict of interest of the research analyst, or member or member
organization, of which the research analyst knows, or has reason to know, at the time the research
report is published or otherwise distributed.

When a member or member organization publishes or otherwise distributes a research report covering six
(6) or more subject companies for purposes of the disclosures required in paragraph (k)(1) of this Rule, such
research report may direct the reader in a clear and prominent manner as to where the reader may obtain
applicable current disclosures in written or electronic format.

(k)(2) Disclosures Required in Public Appearances

Disclosure of Member's, Member Organization's, and Research Analyst's Ownership of
Securities, Receipt of Compensation, and Subject Company Relationships

(i) A research analyst must disclose in public appearances:

a. if, as of the last day of the month before the appearance (or the end of the second most recent
month if the appearance is less than ten (10) calendar days after the end of the most recent month),
the member or member organization or its affiliates beneficially own 1% or more of any class of
common equity securities of the subject company. The member or member organization must make
the required beneficial ownership computation no later than ten (10) calendar days after the end of
the prior month. Computation of beneficial ownership of securities must be based upon the same
standards used to compute ownership for purposes of the reporting requirements under Section 13(d)
of the Securities Exchange Act of 1934;
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b. if the research analyst or a household member has a financial interest in the securities of the subject
company, and the nature of the financial interest, including, without limitation, whether it consists of any
option, right, warrant, futures contract, long or short position;

c. if, to the extent the research analyst knows or has reason to know:

1. the subject company currently is a client of the member or member organization or was a client of
the member or member organization during the twelve (12)-month period preceding the date of the
public appearance by the research analyst. In such instances, the research analyst also must disclose
the types of services provided to the subject company (For purposes of this paragraph, the types of
services provided to the subject company may be described as investment banking services, non-
investment banking-securities related services, and non-securities services.);

2. the member or member organization or any affiliate thereof, received any compensation from the
subject company in the past twelve (12) months.

d. any other actual, material conflict of interest of the research analyst, or member or member
organization, of which the research analyst knows, or has reason to know, at the time the public
appearance is made;

e. if the research analyst or a household member is an officer, director, or advisory board member of
the subject company;

f. if the research analyst received any compensation from the subject company in the past twelve (12)
months.

(k)(3)Exceptions to the Required Disclosures

(i) A member or member organization or a research analyst will not be required to make a disclosure
required by Rule 472(k)(l)(i)a.2. and 3., (k)(1)(i)d.1., (k)(1)(ii)b.1., and (k)(2)(i)c. to the extent such
disclosure would reveal material non-public information regarding specific potential future investment
banking services transactions of the subject company.

Other Communications Activities

(l) Other communications activities are deemed to include, but are not limited to, conducting interviews with
the media, writing books, conducting seminars or lecture courses, writing newspaper or magazine articles, or
making radio/TV appearances.

Members and member organizations must establish specific written supervisory procedures applicable to
members, allied members, and employees who engage in these types of communications activities. These
procedures must include provisions that require prior approval of such activity by a person designated under
the provisions of Rule 342(b)(1). These types of activities are subject to the general standards set forth in
paragraph (i). In addition, any activity which includes discussion of specific securities is subject to the specific
standards in paragraph (j).

Small Firm Exception

(m) The provisions of Rule 472(b)(1), (2) and (3) do not apply to members and member organizations that
over the three previous years, on average per year, have participated in ten (10) or fewer investment banking
services transactions as manager or co-manager and generated $5 million or less in gross investment
banking services revenues from those transactions. For purposes of this paragraph, the term “investment
banking services transactions” shall include both debt and equity underwritings but not municipal securities
underwritings. Members and member organizations that qualify for this exemption must maintain records for
three (3) years of any communications that, but for this exemption, would be subject to paragraphs (b)(1), (2),
and (3) of this Rule.
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.10 Definitions

(1) Communication – The term “Communication” is deemed to include, but is not limited to,
advertisements, market letters, research reports, sales literature, electronic communications,
communications in and with the press , and wires and memoranda to branch offices or correspondent
firms which are shown or distributed to customers or the public.

(2) Research Report – “Research report” is generally defined as a written or electronic communication
which includes an analysis of equity securities of individual companies or industries, and provides
information reasonably sufficient upon which to base an investment decision. For purposes of approval
by a supervisory analyst pursuant to Rule 472(a)(2), the term research report includes, but is not
limited to, a report which recommend s equity securities, derivatives of such securities, including
options, debt and other types of fixed income securities, single stock futures products, and other
investment vehicles subject to market risk.

(3) Advertisement – “Advertisement” is defined to include, but is not limited to, any sales
communications that is published, or designed for use in any print, electronic or other public media
such as newspapers, periodicals, magazines, radio, television, telephone recording, web sites, motion
pictures, audio or video device, telecommunications device, billboards, or signs.

(4) Market letters – “Market letters” are defined as, but are not limited to, any written comments on
market conditions, individual securities, or other investment vehicles that are not defined as research
reports. They also may include “follow-ups” to research reports and articles prepared by members or
member organizations which appear in newspapers and periodicals.

(5) Sales literature – “Sales literature” is defined as, but is not limited to, written or electronic
communications including, but not limited to, telemarketing scripts, performance reports or summaries,
form letters, seminar texts, and press releases discussing or promoting the products, services , and
facilities offered by a member or member organization, the role of investment in an individual's overall
financial plan, or other material calling attention to any other communication.

.20 For purposes of this Rule, “investment banking services” includes, without limitation, acting as an
underwriter in an offering for the issuer; acting as a financial adviser in a merger or acquisition; providing
venture capital, equity lines of credit, PIPEs (private investment, public equity transaction), or similar
investments; or serving as placement agent for the issuer.

.30 For purposes of this Rule, the term “Investment Banking Department” means any department or division
of the member or member organization, whether or not identified as such, that performs any investment
banking services on behalf of the member or member organization.

.40 For purposes of this Rule, the term “research analyst” includes a member, allied member, or employee of
a member or member organization primarily responsible for , and any person who reports directly or indirectly
to such research analyst in connection with, the preparation of the substance of a research report, whether or
not any such person has the job title of “research analyst.”

For purposes of this Rule, the term “household member” means any individual whose principal residence
is the same as the research analyst's principal residence. Paragraphs (e)(1), (2), (3), (4)(i), (ii), (iii), (iv) and
(v), (k)(1)(iii)b., c., and (k)(2)(i)b. and e. apply to any account in which a research analyst has a financial
interest, or over which the research analyst exercises discretion or control, other than an investment company
registered under the Investment Company Act of 1940. The trading restrictions applicable to research
analysts and household members (i.e., paragraphs (e)(1), (2), (3), (4)(i), (ii), (iii), (iv) and (v); do not apply
to a “blind trust” account that is controlled by a person other than the research analyst or research analyst's
household member where neither the research analyst nor household member knows of the account's
investments or investment transactions.
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.50 For purposes of this Rule, the term “public appearance” includes, without limitation, participation by a
research analyst in a seminar, forum (including an interactive electronic forum), radio, television or print
media interview, or public speaking activity, or the writing of a print media article in which such research
analyst makes a recommendation or offers an opinion concerning any equity securities.

.60 For purposes of this Rule, “subject company” is the company whose equity securities are the subject of a
research report, or a public appearance.

.70 For purposes of Rule 472(k)(1)(i)(h), a member or member organization must determine, based on
its own ratings system, into which of the three (3) categories each of their securities ratings utilized falls.
This information must be current as of the end of the most recent calendar quarter (or the second most
recent calendar quarter if the publication date is less than fifteen (15) calendar days after the most recent
calendar quarter). For example, a research report might disclose that the member or member organization
has assigned a “buy” rating to 58% of the securities that it follows, a “hold” rating to 15%, and a “sell” rating to
27%.

Rule 472(k)(1)(i)h. requires members or member organizations to disclose the percentage of companies
that are investment banking services clients for each of the three (3) ratings categories within the previous
twelve (12) months. For example, if twenty (20) of the twenty-five (25) companies to which a member or
member organization has assigned a “buy” rating are investment banking clients of the member or member
organization, the member or member organization would have to disclose that 80% of the companies that
received a “buy” rating are its investment banking clients. Such disclosure must be made for the “buy,” “hold”
and “sell” ratings categories as appropriate.

.80 For purposes of this Rule, the term “Legal or Compliance Department” also includes, but is not limited to,
any department of the member or member organization which performs a similar function.

.90 For purposes of Rule 472(a)(1), a qualified person is one who has passed an examination acceptable to
the Exchange.

.100 For purposes of this Rule, the term “initial public offering” refers to the initial registered equity security
offering by an issuer, regardless of whether such issuer is subject to the reporting requirements of Section
13 or 15(d) of the Securities Exchange Act of 1934, prior to the time of the filing of such issuer's registration
statement.

.110 For purposes of this Rule, a secondary offering shall include a registered follow-on offering by an issuer
or a registered offering by persons other than the issuer involving the distribution of securities subject to
Regulation M of the Securities Exchange Act of 1934.

.120 For purposes of this Rule, the term “offering date” refers to the later of the effective date of the
registration statement or the first date on which the security was bona fide offered to the public.

Reporting Requirements

Rule 351

(a) – (e) No change

(f) Each member and member organization that prepares, issues or distributes research reports or whose
research analysts make public appearances, is required to submit to the member's or member organization's
Designated Examining Authority, annually, a letter of attestation signed by a senior officer or partner that
the member or member organization has established and implemented procedures reasonably designed
to comply with the provisions of Rule 472. The attestation must also specifically certify that each research
analyst's compensation was reviewed and approved in accordance with the requirements of Rule 472(h)(2)
and that the basis for such approval has been documented.

** * *
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.11For purposes of Rule 351(f), the attestation must be submitted by April 1 of each year.

.12 The term “research report” is defined in Rule 472.10 and the term “public appearance” is defined in
Rule 472.50.

Research Analysts and Supervisory Analysts

Rule 344

Rule 344. Research analysts and supervisory analysts must be registered with, qualified by, and approved by
the Exchange.

.10 For purposes of this Rule, the term “research analyst” includes a member, allied member, or employee
who is primarily responsible for the preparation of the substance of a research report and/or whose name
appears on such report. Such research analysts must pass a qualification examination acceptable to the
Exchange.

.11 For purposes of this Rule, the term “supervisory analyst” includes a member, allied member, or employee
who is responsible for preparing or approving research reports under Rule 472(a)(2). In order to show
evidence of acceptability to the Exchange as a supervisory analyst, a member, allied member, or employee
may do one of the following:

(1) Present evidence of appropriate experience and pass an Exchange Supervisory Analyst
Examination (Series 16).

(2) Present evidence of appropriate experience and successful completion of a specified level of the
Chartered Financial Analysts Examination prescribed by the Exchange and pass only that portion of the
Exchange Supervisory Analyst Examination (Series 16) dealing with Exchange rules on research standards
and related matters.

The Exchange publishes a Study Outline for the Research Analyst Examination and the Supervisory Analyst
Examination (Series 16).

Continuing Education For Registered Persons

Rule 345A. (a) Regulatory Element – No change

(b) Firm Element

(1) Persons Subject to the Firm Element – The requirements of Section (b) of this Rule shall apply to
any registered person who has direct contact with customers in the conduct of the member's or member
organization's securities sales, trading or investment banking activities, and to the immediate supervisors
of such persons, and to registered persons who function as supervisory analysts, and research analysts as
defined in Rule 344 (collectively, “covered registered persons”).

(2) Standards – No change

(3) Participation in the Firm Element – No change

(4) Specific Training Requirements – The Exchange may require a member or member organization, either
individually or as part of a larger group, to provide specific training to its covered registered persons in such
areas the Exchange deems appropriate. Such a requirement may stipulate the class of covered registered
persons for which it is applicable, the time period in which the requirement must be satisfied and, where
appropriate, the actual training content.

.10 For purposes of this Rule, the term “registered person” means any member, allied member, registered
representative , or other person registered or required to be registered under Exchange rules, but does not
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include any such person whose activities are limited solely to the transaction of business on the Floor with
members or registered broker-dealers.

.20 -.40 No change

.50 Pursuant to Rule 345A(b)(1), all persons registered as research analysts and supervisory analysts
pursuant to Rule 344 must participate in a Firm Element Continuing Education program that includes training
in applicable rules and regulations, ethics, and professional responsibility.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release No. 48252 (July 29, 2003), 68 FR 45875 (August 4, 2003) (SR-
NYSE-2002-49).

1  See NASD Notice to Members 02-39 (July 2002) and NYSE Information Memo No. 02-26 (June 26,
2002), both of which included a Joint Memorandum.

2  See SEC Release No. 34-45908 (May 10, 2000), 67 Fed. Reg. 34968 (May 16, 2002).
3  For purposes of the NYSE Rules, the term "member" as used in this Joint Memorandum refers to both

members and member organizations of the NYSE.
4  See SEC Release No. 34-48252 (July 29, 2003), 68 Fed. Reg. 45875 (Aug. 4, 2003).
5  NASD Rule 2711(a)(8) and NYSE Rule 472.10(2) .d 345A
6  NASD Rule 2711(a)(8) and NYSE Rule 472.10(2).
7  See SEC Release Nos. 33-8193, 34-47384 (Feb. 20, 2003), 68 Fed. Reg. 9481, 9485 (Feb. 27, 2003).
8  NASD Rule 2711(a)(4) and NYSE Rule 472.50.
9  See SEC Release Nos. 33-8193, 34-47384 (Feb. 20, 2003), 68 Fed. Reg. 9481, 9485 (Feb. 27, 2003).

10  NASD Rule 2711(h)(1)(B) and NYSE Rule 472(k)(1)(i)c.
11  NASD Rule 2711(h)(2)(A)(ii) and NYSE Rule 472(k)(1)(i)a.
12  NASD Rule 2711(h)(8) and NYSE Rule 472(k)(1)(i)b.
13  NASD Rule 2711(h)(1)(C) and NYSE Rule 472(k)(1)(iii)d.
14  A "globally-branded" research report refers to the use of a single marketing identity that encompasses

the member and its affiliates.
15  NASD Rule 2711(c) and NYSE Rule 472(b)(4).
16  NASD Rule 2711(f)(1) and NYSE Rule 472(f)(1) and (2).
17  NASD Rule 2711(f)(2) and NYSE Rule 472(f)(3).
18  NASD Rule 2711(f)(4) and NYSE Rule 472(f)(4).
19  NASD Rule 2711(g)(2) and NYSE Rule 472(e)(2).
20  NASD Rules 2711(f)(1)(B)(i), 2711(f)(4) and 2711(g)(2)(B), and NYSE Rules 472(e)(4)(ii) and 472(f)(5).
21  NASD Rule 2711(g) and NYSE Rule 472(e).
22  A "research analyst account" includes any account in which a research analyst or member of the

research analyst's household has a financial interest, or over which the analyst has discretion or control,
other than an investment company registered under the Investment Company Act of 1940. NASD Rule
2711(a)(6). See also NYSE Rule 472.40.
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23  NASD Rule 2711(g)(3) and NYSE Rule 472(e)(3).
24  The SRO Rules exclude from the personal trading restrictions investments in registered diversified

investment companies and other investment funds that meet certain criteria. See NASD Rule 2711(g)(5)
and NYSE Rule 472(e)(4)(v) and (vi).

25  NASD Rule 2711(g)(6) and NYSE Rule 472(e)(5).
26  NASD Rule 2711(a)(6) and NYSE Rule 472.40.
27  See NASD Rule 2711(h) and NYSE Rule 472(k)(1).
28  NASD Rule 2711(h)(10) and NYSE Rule 472(k)(1).
29  A "compendium report" is a research report that covers six or more subject companies. See NASD Rule

2711(h)(11) and NYSE Rule 472(k)(1).
30  NASD Rule 2711(h)(3) and NYSE Rule 472(k)(1)(iii)c.
31  NASD Rule 2711(h)(1)(B), (h)(2)(A)(ii), and (h)(8); NYSE Rule 472(k)(1)(i)a., b., and c.
32  NASD Rule 2711(h)(4) and NYSE Rule 472(k)(1)(i)f.
33  NASD Rule 2711(h)(5)(A) and NYSE Rule 472(k)(1)(i)g. and 472.70.
34  NASD Rule 2711(h)(5)(B) and NYSE Rule 472(k)(1)(i)g. and 472.70.
35  NASD Rule 2711(h)(5)(C) and NYSE Rule 472.70.
36  See NASD Rule 2711(h)(6) and NYSE Rule 472(k)(1)(i)h.
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February 20, 2004

  
Market Surveillance

New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005
 TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENT TO RULE 15A

The Securities and Exchange Commission recently approved an amendment to Rule 15A (ITS “Trade-
Throughs” and “Locked Markets”). The purpose of the amendment is to codify a long-standing interpretation
of the rule that trading on the Exchange and sending contemporaneously an Intermarket Trading System
(“ITS”) commitment to trade to another participating market to fully satisfy the bid/offer thereon constitutes full
compliance with the Rule.

The basic concept of Rule 15A is that superior priced quotations in a security displayed from other
participating markets should be protected or satisfied if, in another participating market, an execution in the
security occurs at an inferior price (a trade-through). One of the remedies the Rule provides is that, upon a
valid complaint of a trade-through, a commitment to trade at the price, and for the number of shares in the
published quotation, must be sent to the other participating market to fully satisfy such quotation.

The interpretation has long recognized that superior quotations are fully protected or satisfied if an ITS
commitment is sent to trade with a bid/offer that would otherwise appear to have been traded-through.
That is, a trade will not be considered a trade-through if an ITS commitment is sent contemporaneously
from the participating market executing the trade to the other participating market for the purpose of being
executed against the better-priced displayed bid or offer. A complaint is not valid even if a commitment
cancels or expires or there is more stock behind the away quote. Furthermore, the interpretation recognizes
the impracticality of having to wait for the other market to revise its quotation as a result of trading with a
satisfying commitment before trade activity may occur in other markets.

Attached as Exhibit A is the amendment to Rule 15A.

Questions concerning this matter may be addressed to Donald Siemer (Market Surveillance, Regulatory
Group) at (212) 656-6940 or Karen Lorentz (Intermarket Relations, Competitive Position Group) at (212)
656-5858.

___________________________

Regina C. Mysliwiec

Senior Vice President Market Surveillance.

Attachments

EXHIBIT A

Additions Underscored
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ITS “Trade-Throughs” And “Locked Markets”

Rule 15A

** ** ** ** ** *

Supplementary Material:

.10 Nothing in paragraph (d)(2)(B) above is intended to discourage a locking member from electing to
ship if the complaint requests him to do so.

.20 The fact that a transaction may be cancelled or the price thereof may be adjusted pursuant to the
provisions of paragraph (b)(2) of this Rule 15A, shall not have any effect, under the rules, on other
transactions or the execution of orders not involved in the original transaction.

.30 The provisions of this Rule 15A shall supersede the provisions of any other Exchange Rule which
might be construed as being inconsistent with Rule 15A.

.40 For the purposes of this Rule:

i. The terms “Exchange trade-through” and “Third participating market center trade-through” do
not include the situation where a member who initiates the purchase (sale) of an ITS security at a
price which is higher (lower) than the price at which the security is being offered (bid) in another
ITS participating market, sends contemporaneously throught ITS to such ITS participating market a
commitment to trade at such offer (bid) or better and for at least the number of shares displayed with
that market center's better-priced offer (bid); and

ii. A trade-through complaint sent in these circumstances is not valid, even if the commitment sent in
satisfaction cancels or expires, and even if there is more stock behind the quote in the other market.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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February 13, 2004

  
New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005
 NYSE

Member Firm Regulation

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER AND CHIEF FINANCIAL OFFICER/
PARTNER AND REGULATORY REPORTING DEPT.

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: UPDATE REGARDING SECTION 31 TRANSACTION FEES

Pursuant to Securities and Exchange Commission (“SEC” or the “Commission”) Press Release 2004-10, 1  
dated January 26, 2004, President Bush has signed H. R. 2673, the omnibus appropriations bill that includes
funding for the SEC for the remainder of fiscal year 2004.

Included in that release was notification that, effective February 22, 2004, the Section 31 fee rate
applicable to securities transactions on the NYSE, as well as on the other exchanges and NASDAQ,
will decrease to $39.00 per million from $46.80 per million. The Section 31 assessment on security
futures transactions will remain unchanged at $0.009 per round turn transaction.

The Commission will announce the annual adjustment for fiscal year 2005 no later than April 30, 2004,
effective Oct. 1, 2004 (or, if later, after the Commission's fiscal year 2005 appropriation is enacted). In
addition, the Commission may be required to make a “mid-year” adjustment to the Section 31 fee
rate, after consultation with the Congressional Budget Office (CBO) and the Office of Management
and Budget (OMB), which would be announced no later than March 1, 2004 and become effective April
1, 2004. The Commission will issue further notices as appropriate. This information will be posted on
the SEC's Internet Web site at http://www.sec.gov. The office of Interpretation and Guidance in the SEC's
Division of Market Regulation is available for questions on Section 31 fees at (202) 942-0069, or by e-mail at
marketreg@sec.gov.

Dates for Filing Form 120-A and Fee Remittance

Since the form is prepared on a settlement date basis, the February 2004 filing (due on March 10, 2004) will
require two forms to be filed. The first form should include all trades settled through February 25, 2004 and
be at the current rate of $46.80 per million. The second form for February should include all trades settled for
February 26 and February 27, 2004. The rate for this period and future periods is $39.00 per million.

If the Commission decides a “mid-year adjustment” to the Section 31 fees is needed, two forms will be
required for the April 2004 filing (due on May 10, 2004). Once the Commission's decision is finalized
regarding this matter, we will issue another Information Memo that will provide the necessary filing
instructions.

Please contact your Finance Coordinator with any questions you may have regarding this Memo.
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___________________________

Salvatore Pallante

Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See http://www.sec.gov/news/press/2004-10.htm for the complete text of the Release.
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February 6, 2004

  
New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005
 Member Firm Regulation

NYSE

ATTENTION: MANAGING PARTNER, CHIEF EXECUTIVE OFFICER, BRANCH OFFICE MANAGERS,
COMPLIANCE OFFICER, TRAINING AND HR DIRECTORS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: INDUSTRY QUALIFICATION EXAMS AND CONTINUING EDUCATION REGULATORY
ELEMENT NOW AVAILABLE AT PEARSON VUE PROFESSIONAL CENTERS

The securities industry qualification exams and the Regulatory Element Continuing Education programs are
now being administered at Pearson VUE Professional Centers, in addition to Prometric Testing Centers. The
addition of Pearson VUE Professional Centers provides 202 additional centers where candidates may take
their qualification exams and CE programs.

Securities industry candidates may schedule appointments at the Pearson VUE Professional Centers by
calling (866) 396-6273.

Candidates have the option to schedule their industry exams or continuing education sessions at any
Pearson VUE Professional Center or at any Prometric Testing Center. A list of locations for both vendors is
available on the Securities Industry/Regulatory Council on Continuing Education at www.securitiescep.com.

Please note that the Regulatory Element Supervisors Program (S201) will be available at all Pearson VUE
Professional Centers by early February. Candidates wishing to schedule an S201 session at a Pearson VUE
Professional Center are advised to check availability with the Pearson VUE Registration Center. The S201
has been and will continue to be available at all Prometric Testing Centers.

Any questions relating to this memorandum may be directed to Tina Freilicher, Director of Testing Standards
at (212) 656-2741 or Roni Meikle, Manager of Continuing Education at (212) 656-2156.

___________________________

Salvatore Pallante

Executive Vice President
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February 3, 2004

  
New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 ATTENTION: TECHNOLOGY AND OPERATIONS OFFICERS, FLOOR MEMBERS, EQUITY TRADING
DESKS, AND REGULATORY AND COMPLIANCE OFFICERS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: TIMELY SUBMISSION OF TRADE DATA TO COMPARISON - EXCHANGE RULE 130

Exchange Rule 130 provides that, to facilitate comparison of transactions effected on the Exchange,
members and member organizations are required to submit such trade data as may be required by the
Exchange, within such time frame as the Exchange may prescribe. Since April 1995, it has been required that
equity comparison data be submitted to the On-Line Comparison System (“OCS”) within one hour of the time
of execution or at one-hour intervals (11:00 a.m.-6:00 p.m.).

The Exchange is changing the time requirements for the submission of trade data to comparison. The new
requirement, effective as of April 1, 2004, requires that equity comparison data must be submitted to OCS
within 30 minutes of the time of the execution.

Clearing Firms are advised that they should review internal operational procedures for securing comparison
data from the Trading Floor to facilitate compliance with the new input requirements. Firms can obtain a
weekly summary of their comparison data (auto-route product number 06010099) by contacting Post Trade
Operations at (212) 656-5513.

The Market Surveillance Division will continue to review Rule 130 performance to ensure compliance with the
required time frames. Firms that fail to submit comparison data to OCS within the required time frame will be
subject to regulatory action.

Questions concerning OCS should be directed to Robert Hesdra, Post Trade Technology at (212) 656-3859.
Regulatory questions concerning Rule 130 should be addressed to Rohan Prashad, Director, Market
Surveillance, at 656-6772, or Margo Hassan, Director, Market Surveillance, at 656-2282.

___________________________

Roger Burkhardt

Chief Technology Officer

Regina C. Mysliwiec

Senior Vice President Market Surveillance
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February 3, 2004

  
Market Firm Regulation

New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS AND RESEARCH DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: STUDY OUTLINE FOR RESEARCH ANALYST QUALIFICATION EXAMINATION (“SERIES
86/87”)

On July 9, 2003, the Securities and Exchange Commission approved NYSE rule changes which require
registration and qualification of Research Analysts. A new Research Analyst Qualification Examination
requirement will be mandated for Research Analysts primarily responsible for the preparation of the
substance of research reports and/or whose names appear on such reports (Rule 344.10). Accordingly, such
analysts must pass a qualification examination.

The attached Study Outline is a guide to the topics covered in the Research Analyst Qualification
Examination (Series 86/87). The Series 86 comprises the analysis section of the exam and the Series 87
includes SRO and Federal regulatory requirements, administration and best practices. This outline is intended
to familiarize examination candidates with the range of subjects covered by the examination. The Research
Analyst Qualification Examination (Series 86/87) is designed to measure a broad range of knowledge, skills
and abilities associated with the critical job functions of a research analyst.

The Study Outline also provides further information regarding the components of the exam, number of
questions and time for completion as well as prerequisites and partial exemptions for certain qualified
individuals.

Analyst candidates must be Series 7 (General Securities Registered Representative Examination) qualified
as a pre-requisite for taking the Series 86/87. The Series 17, 37 or 38, if applicable, also may satisfy the pre-
requisite in lieu of the Series 7. The candidate must pass the Series 7, 17, 37 or 38 prior to taking either Part
I or Part II of the Series 86/87. In addition, candidates who have attained Chartered Financial Analyst (“CFA”)
Levels I and II may request a waiver of the Series 86, but must pass the Series 87 to become qualified. It is
expected that the qualification provisions and administration of the exam will commence on or before March
30, 2004. Further information in this regard will be provided in a future Information Memo.

Questions regarding this Memo may be directed to William Jannace at (212) 656-2744 or Tina Freilicher at
(212) 656-2741.

___________________________

Salvatore Pallante

Executive Vice President
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Exhibit A

NYSE

NASD

Study Outline for the Research Analyst Qualification Examination (Series 86 / 87)

Copyright © 2004 New York Stock Exchange, Inc. and NASD All rights reserved.

Introduction

This Study Outline is a guide to the topics covered in the Research Analyst Qualification Examination
(Series 86/87). This outline is intended to familiarize examination candidates with the range of subjects
covered by the examination. The Research Analyst Qualification Examination (Series 86/87) is intended to
ensure that research analysts are competent to perform their jobs. In light of this stated purpose, the Series
86/87 examination is designed to measure the knowledge, skills and abilities associated with the critical job
functions of a research analyst.

A job analysis study was conducted to ensure a representative relationship between the contents of the
examination and the job performed by research analysts. A group of research analysts and professionals who
supervise research analysts identified and described four critical job functions.

The study outline delineates the four critical job functions of the research analyst, the tasks that are
associated with the four critical functions, and the knowledge and skills that are necessary to perform the
tasks. In addition, the study outline delineates federal and industry rules and regulations that are associated
with the work of a research analyst. The study outline serves as a guide to the topics that are covered on the
Research Analyst Qualification Examination. It is recommended that candidates review the study outline prior
to taking the examination.

Individuals Required to Complete the Examination

As required by NYSE Rule 344 and NASD Rule 1050, research analysts must be registered with, qualified
by, and approved by the Exchange and/or NASD. The Series 86/87 will serve as the qualification examination
under NYSE Rule 344 and NASD Rule 1050.

As the term is defined in NYSE Rule 344.10, “research analyst” includes a member, allied member, or
employee who is primarily responsible for the preparation of the substance of a research report and/or
whose name appears on such report. For purposes of NASD Rule 1050, a “research analyst” shall mean an
associated person who is primarily responsible for the preparation of the substance of a research report or
whose name appears on a research report.

Exam Organization

The qualification exam consists of two parts:

Part I (Series 86) - Analysis: This part of the examination consists of 100 multiple-choice questions
addressing primarily fundamental analysis and valuation of equity securities. This part of the exam covers the
first two critical job functions in the study outline:

1) Information and Data Collection

2) Analysis, Modeling, and Valuation

Part II (Series 87) - Regulatory Administration and Best Practices: This part of the examination consists of
50 multiple-choice questions addressing relevant federal and industry rules and regulations, including NYSE
Rules, NASD Rules, the Securities Act of 1933 and the Securities Exchange Act of 1934. This part of the
exam covers the last two critical job functions in the study outline:
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3) Preparation of Research Reports

4) Dissemination of Information

Candidates are allotted 240 minutes to complete Part I (Series 86) and 90 minutes to complete Part II (Series
87).

The following indicates the number of test questions that are allocated to each component of the examination.
 

Number of Test Questions
that Appear on the Exam

 

PART I: SERIES 86 - ANALYSIS
1) Information and Data Collection 10
2) Analysis, Modeling, and Valuation 90
PART II: SERIES 87 - REGULATORY ADMINISTRATION AND BEST
PRACTICES
3) Preparation of Research Reports 32
4) Dissemination of Information 18
TOTAL 150
 

Eligibility Requirements

The Series 7 (General Securities Registered Representative Examination) is a pre-requisite for taking the
Series 86/87. The Series 17, 37 or 38, if applicable, also may satisfy the pre-requisite in lieu of the Series 7.
The candidate must pass the Series 7, 17, 37 or 38 prior to taking either Part I or Part II of the Series 86/87.

A candidate who has passed both Level I and Level II of the Chartered Financial Analyst (CFA)
Examination may request an exemption from Part I (Series 86), the Analysis section of the Research Analyst
Qualification Examination.

The CFA examination is administered by the Association for Investment Management and Research
(AIMR). To be eligible for the exemption, an applicant must not only have passed Levels I and II of the CFA
examination, but also must either (1) have functioned continuously as a research analyst since having passed
CFA Level II or (2) have passed CFA Level II within two years of application for registration as a research
analyst. Applicants who do not meet these criteria may, based upon previous related employment/experience,
make written request to NYSE or NASD for a waiver. Applicants who receive an exemption or waiver from
Series 86 still must satisfy the Series 7, 17, 37 or 38 prerequisite and pass the Series 87 before becoming
qualified as a research analyst.

Research analysts, as defined in NYSE Rule 344.10 and NASD Rule 1050, must be registered with and
qualified and approved by the NYSE and/or NASD within 365 days of the implementation date. In addition,
persons currently performing the function of a research analyst shall have 1 year from the implementation
date to be qualified and approved by the NYSE and/or NASD.

Application Procedures

The member or member organization that employs the candidate must file a Form U4, Uniform Application for
Securities Industry Registration or Transfer (Form U4), with the Central Registration Depository. The Form
U4 must be submitted no later than May 31, 2004 for those currently functioning as research analysts
who wish to take advantage of the one-year grace period.

Exam Scheduling and Administration

For operational and delivery purposes, the Series 86/87 will be administered as two separate examinations:
Series 86 for Part I and Series 87 for Part II.
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Candidates should schedule their examinations at a Prometric Testing Center or a Pearson Professional
Testing Center. Candidates are reminded that they must first pass the Series 7, 17, 37 or 38 before taking the
Series 86 or 87.

Candidates may wish to schedule both examinations for the same day or take them on different days during
the enrollment period.

Since multiple forms of the examination will be administered, the passing score will fluctuate moderately from
examination to examination.

A candidate who has been functioning as a research analyst prior to the implementation date and
fails either part of the examination must wait 30 days before retaking that part of the examination
again. The 30-day waiting period will apply no matter how many times an analyst who is subject to the
one-year grace period fails. Any other applicant who fails either part of the examination three times
must wait 180 days before again taking the examination.

Qualification Designation

A candidate will be registered and qualified as a Research Analyst after passing the Series 7 (or Series 17,
37 or 38), Series 86 and Series 87 (or the Series 87 only, if the candidate is exempt from Part I - Series 86).

If the candidate fails, he or she must only retake the part failed. A new Page 1 of the Form U4 must be
submitted by the member or member organization to request another test administration.

RESEARCH ANALYST QUALIFICATION EXAMINATION STUDY OUTLINE

1. INFORMATION AND DATA COLLECTION: The research analyst collects information and data from
various sources to learn about the economy, the industry sector and the individual companies that
he/she covers.

1.1. Gather macroeconomic data which may include any or all of the following:

1.1.1. Economic indicators, market forces, monetary policy, and government statistics (e.g.,
consumer confidence, disposable income, unemployment rates, inflation and interest rates, and
gross domestic product).

1.1.2. Short- and long-term trends in the economy, demographic information, domestic and
international issues.

1.2. Gather information about the industry sector to identify the industry's market size, cyclical
nature, capital intensity, growth rate, product pricing flexibility, products offered, supply curve,
potential entry and exit of competing companies and/or products, customer demand, supplier
dynamics, and regulatory issues.

1.2.1. Attend industry conferences, seminars and trade shows.

1.2.2. Gather information and data about the industry sector by reading industry/trade literature
(trade magazines and journals) and using industry-specific databases.

1.2.3. Develop contacts with individuals within the industry sector (e.g., suppliers, vendors,
buyers, industry associates, competitors, industry expert/consultants, and other analysts).

1.2.4. Obtain information about regulatory impacts on the industry sector.

1.2.5. Obtain information about competitors in the industry and/or peripheral industries.

1.2.6. Obtain supplemental information (e.g., by conducting telephone and/or written/web-based
surveys of the industry).
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1.3. Gather information about individual companies to understand the company's financial
status, structure, supply chain, costs of production, sources of revenue, sources of economic
growth, risk tolerance, quality of management, new product development, business plan, and
how the business plan will be implemented.

1.3.1. Compile financial statements published by the subject companies (i.e., 10Ks, 10Qs -
income statement, balance sheet, and statement of sources and uses of cash).

1.3.2. Meet with various levels of the company's management (e.g., the CEO, CFO, COO, Board
of Directors, middle/junior management), as applicable.

1.3.3. Meet with the company's investor relations staff and corporate communications.

1.3.4. Visit key facilities, and meet operating management, salespeople, production/plant
employees, and customers, as applicable.

1.4. Assess the relevance and importance of the information gathered to identify the drivers that
influence the performance of the industry and/or the subject company.

2. ANALYSIS, MODELING, AND VALUATION: The research analyst analyzes the industry sector's
key drivers as well as the individual companies that he/she covers to develop a forecast of the
industry sector, make projections about the subject company, and determine the valuation of the
company's stock. (Research analysts use metrics that are appropriate for their industry sector. The types of
measurements used for modeling and valuation differ from sector to sector.)

2.1. Conduct analysis of the data obtained about industry sector, competition within the
industry, and supply and demand in the industry sector:

2.1.1. Identify key economic drivers that impact the industry. Identification of key drivers may be
supplemented and/or confirmed by conducting correlation studies of industry factors (e.g., using
statistical techniques such as regression analysis).

2.1.2. Identify short- and long-term trends within the industry sector. Monitor industry trends (i.e.,
secular, overall, and cyclical) and relate those trends to valuation and absolute/relative stock
performance.

2.1.3. Identify product demand and assess profitability (i.e., what creates demand, what creates
competition, product prices, and what affects costs and profits?).

2.1.4. Study inter-relationships of companies within the industry sector by conducting
comparative analyses between like companies.

2.1.5. Study inter-relationships of peripheral companies and sectors that may affect the industry.

2.1.6. Study inter-industry and intra-industry competition to determine how companies are
positioned competitively in and out of their industry.

2.1.7. Evaluate the impact of corporate actions (e.g., divestitures, mergers and acquisitions) on
the industry sector.

2.1.8. Identify and evaluate the potential impact of government and industry regulation, economic
policy, monetary policy, and fiscal policy.

2.1.9. Make projections about the direction of the industry sector.

2.2.Conduct analysis of the data obtained about individual companies, including financial
statement analysis:

2.2.1. Build and maintain/update a historical record of the company's financial performance.

2.2.1.1. Look for short- and long-term trends within the historical record of the company to
project future earnings and financial condition.
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2.2.2. Conduct fundamental analysis based on the company's financial statements and
supplemental information, including all footnotes.

2.2.2.1. Understand the company's financial statements (e.g. income statements, cash
flow statements, and balance sheets), and the inter-relationships of these statements,
including relevant ratios or metrics (*see Knowledge and Skills section of this outline for
examples).

2.2.2.2. Consider factors that would influence a company's profits or growth prospects
(e.g., quality of management, current capacity and capacity for growth, new ideas or
strategies, product assessment, strength of business model).

2.2.2.3. Evaluate the impact of corporate actions (e.g., mergers, acquisitions,
restructurings, and divestitures) on individual companies.

2.2.2.4. Review the company's accounting practices for methodology variances and/
or conservatism versus industry peers (understand Generally Accepted Accounting
Principles, and Financial Accounting Standards Board)

2.2.2.5. Review of corporate governance, as detailed in proxy statements or other
documents.

2.2.2.6. Consider the impact of industry drivers on companies.

2.2.3. Make projections about the earnings potential of a company, using qualitative and
quantitative data.

2.2.3.1. Forecast key financial statements (e.g., income statement, cash flow statement,
and balance sheet).

2.2.3.2. Perform due diligence to evaluate assumptions and support the theory based on
the data that was analyzed.

2.2.3.3. Update/maintain/adjust financial models and projections on an ongoing basis.

2.3. Valuation of company's stock (i.e., assessing a company's stock price, its price relative to
the market, and how it performs/trades relative to other peer companies).

2.3.1. Valuation methods may include any or all of the following ratios, including advantages and
limitations of each ratio:

2.3.1.1. Price to earnings (P/E)

2.3.1.2. Discounted cash flow / Dividend discount method

2.3.1.3. Enterprise value (EV) to EBITDA

2.3.1.4. Enterprise value (EV) to sales

2.3.1.5. P/E to growth ratio

2.3.1.6. Price to book value (stated and tangible)

2.3.2. Valuation methods may apply knowledge or calculation of the following:

2.3.2.1. Cost of capital

2.3.2.2. Discounted cash flow

2.3.2.3. Dividend yield

2.3.2.4. Earnings yield

2.3.2.5. Economic profit

2.3.2.6. Free cash flow yield
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2.3.2.7. P/E normalized earnings (for cyclical industries - mid-cycle or trend-line)

2.3.2.8. Price to free cash flow

2.3.2.9. Private equity value / Sum of the parts analysis

2.3.3. Draw conclusions about the data (qualitative and quantitative) collected and analyzed to
decide if the company's stock is undervalued or overvalued (this is an iterative process).

2.4. Look for key investment criteria that may alter the price of a stock and identify patterns or
events (macro, political, or company specific) that make stock prices move.

2.4.1. Study the general market direction and characteristics.

2.4.2. Assess risk - What factors could impact the perceived risk of an investment?

2.4.3. Review supplemental information (e.g., charts/data analyses prepared by technical
analysts).

3. PREPARATION OF RESEARCH REPORTS: The research analyst prepares a variety of reports
summarizing the research conducted on the industry sector or subject companies. A comprehensive
statement or opinion based on the interpretation of the data collected and analyzed is developed.
Drafts of the research report or notes are created.

3.1. Research reports adhere to the regulatory requirements and may include:

3.1.1. Certifications (e.g., by member firms, by analysts)

3.1.2. Disclosures (e.g., compensations, relationships with subject companies)

3.1.3. Firm's ownership, and trading capacity, of securities

3.1.4. Meanings of all ratings

3.1.5. Percentage of ratings issued by the firm

3.1.6. Price chart with historical information

3.1.7. Risk involved in investing

3.2. The research analyst prepares many types of reports that vary in length and depth. Any or
all of the following may constitute research reports:

3.2.1. Initiation reports - coverage of companies not previously covered

3.2.2. Earnings analysis, earnings preview, and earnings review reports

3.2.3. In-depth fundamental “basic” reports

3.2.4. Topical reports on relevant issues or theme pieces

3.2.5. Reports announcing change of ratings, recommendations, or projected earnings

3.2.6. Reports announcing eliminating coverage of companies

3.2.7. Short notes and summaries of pertinent news

3.2.8. Industry reports

3.3. Reports are written with a conclusion followed by supporting evidence and analysis.
Components of the report may include the following:

3.3.1. Business model analysis

3.3.2. Company overview

3.3.3. Competitive position

3.3.4. Dividend outlook
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3.3.5. Financial position

3.3.6. Industry overview

3.3.7. Industry and company outlook (projection)

3.3.8. Investment thesis

3.3.9. Quality/quantity of earnings

3.3.10. Quality of management

3.3.11. Ratings or recommendations

3.3.12. Review of recently released financial data

3.3.13. Review of recent news

3.3.14. Risk of investment

3.3.15. Sensitivity of company costs and revenues

3.3.16. Valuation of company stock

3.4. Ensure that regulatory and compliance requirements are adhered to:

3.4.1. Ensure that proper disclosures (by the analyst and the firm) are included on reports and in
oral dissemination of information.

3.4.2. Obtain appropriate approvals prior to disseminating reports or information.

3.4.2.1. Review and approval of research by the supervisory analyst (Series 16
registered).

3.4.2.2. Presentation of reports that contain changes of ratings, initiation of coverage, and
termination of coverage to an internal review committee.

3.4.3. Comply with the restrictions on the issuance of research reports and participation in public
appearances.

3.4.4. Comply with communications restrictions and disclosures.

3.4.5. Comply with compensation restrictions and disclosures.

3.4.6. Comply with trading restrictions (that apply to analysts and employees of the firm)
associated with publishing research.

3.4.7. Comply with record keeping and document retention procedures.

3.4.8. Comply with any other rules or regulations defined by the Self Regulatory Organizations.

4. DISSEMINATION OF INFORMATION: The research analyst (Series 7 registered) presents the results
of the analysis, orally and in writing, to various parties.

4.1. Present and discuss recommendations with the following individuals and/or groups:

4.1.1. Clients and any other buyers (i.e., buy-side analysts, portfolio managers, hedge fund
managers, mutual fund managers, pension fund managers, money managers, etc.)

4.1.2. Institutional sales force

4.1.3. Retail sales force (registered representatives)

4.1.4. Trading department

4.1.5. Management of companies

4.1.6. Press and media
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4.2. Meet with clients (e.g., one-on-one, group meetings).

4.3. Disseminates information via various means (e.g., telephone, blast voice mail, facsimile,
email, firm's website, internal “squawk box,” and external news information sources).

4.4. Respond to inquiries from clients and/or the public.

4.5. Obtain client feedback from the firm's institutional and retail sales force, and trading
department. Discuss trends within the market.

KNOWLEDGE AND SKILLS:

1. Accounting, including a basic understanding of any or all of the following:

A. Asset turnover

B. Cash collection cycle (including receivables turnover, inventory turnover, and payables
turnover)

C. Current ratio (working capital ratio)

D. Debt to capital ratio (total and long-term)

E. Debt to equity ratio (total and long-term)

F. Dividend payout ratio

G. Earnings per share (EPS)

H. Earnings Before Interest and Taxes (EBIT) margin

I. Earnings Before Interest, Taxes, Depreciation, and Amortization (EBITDA) margin

J. Equity turnover

K. Gross profit margin

L. Interest coverage ratio

M. Inventory valuation (e.g., LIFO, FIFO)

N. Leases

O. Net profit margin

P. Pension liability accounting

Q. Pre-tax margin

R. Pro forma vs. GAAP reporting

S. Operating profit margin

T. Quick ratio (Acid test)

U. Return on assets

V. Return on equity

W. Return on invested capital

X. Tax accounting (including tax rate calculation and deferred tax accounting)

2. Ability to evaluate complex situations and to identify relevant factors for analysis

3. Attention to detail

4. Basic understanding of business (e.g., corporate structures and sources of capital)

5. Communication skills (written and oral)

6. Computer skills (creating spreadsheets, word processing, email)
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7. Economics (macro and micro)

8. Ethical behavior

9. Finance (i.e., financial statements, financial analysis, and modeling)

10. Equity valuation methods

11. Industry specific knowledge and experience (specialty area)

12. Quantitative skills, including knowledge of statistics and the ability to apply probability analysis to
future outcomes

Knowledge of Rules, Regulations, and Information Memos:

*Rules are subject to change*

NYSE Rules:

Rule 342(b)(1) - Offices - Approval, Supervision and Control

Rule 344 - Supervisory Analyst

Interpretation of Rule 344

Rule 345A - Continuing Education for Registered Persons

Rule 351(f) - Reporting Requirements

Rule 435(5) - Miscellaneous Prohibitions-Circulation of Rumors

Rule 472 - Communications with the Public

Interpretations of Rule 472

Rule 791 - Communications to Customers

(Also, options rules and regulations as set forth in Guidelines for Options Communications)

IM 02-24 - Disclosure and Reporting Requirements

IM 02-26 - Disclosure and Reporting Requirements

IM 02-30 - Analyst and Member/Member Organization Disclosure and Reporting Requirements

IM 02-55 - Rule 472 - Disclosure and Reporting Requirements

IM 03-12 - April 1 st Reporting Requirement - Rule 351 & 472

IM 03-30 - Rule 472 - Gatekeeper Requirements

IM 03-36 - Rule 472 - Amendments to Disclosure and Reporting Requirements

NASD Rules:

Rule 1050 - Registration of Research Analysts

Rule 1120 - Continuing Education Requirements

Rule 2120 - Use of Manipulative, Deceptive, or Other Fraudulent Devices

Rule 2210 - Communications with the Public

Rule 2211 - Institutional Sales Material and Correspondence

Rule 2240 - Disclosure of Control Relationship with Issuer

Rule 2250 - Disclosure of Participation or Interest in Primary or Secondary Distribution

Rule 2711 - Research Analysts and Research Reports

Rule 2720 - Distribution of Securities of Members and Affiliates (conflict of interest)
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2720(c)- Participation in Distribution of Securities of Members or Affiliate

Rule 2740 - Selling Concessions, Discounts and Other Allowances

2740(b) - Definition of “Bona Fide Research”

Rule 2790 - Restrictions on the Purchase and Sale of Initial Equity Public Offerings

Rule 3330 - Payment Designed To Influence Market Prices Other Than Paid Advertising

IM - 2740-1 - Bona Fide Research Exclusion

IM-2110-4 - Trading Ahead Of Research Reports

IM-2210-1 - Guidelines to Ensure that Communications with the Public are not Misleading

Notice to Members 03-38 - Advertising Modernization

Notice to Members 02-39 - Rules Governing Research Analyst Conflicts of Interests

Notice to Members 03-44 - Research Analysts and Research Reports

Securities Act of 1933:

Section 5(b)(1)(2) - Prospectus Requirements—delivery of prospectus for new issues

Section 11 - Civil Liabilities on Account of False Registration Statement

Section 12 - Civil liabilities arising in connection with prospectuses and communication

Section 15 - Liabilities of controlling persons

Section 17 - Fraudulent Interstate Transactions

Rule 134 - Communications not Deemed a Prospectus—items of information that may be included in
the communication

Rule 134a - Options Material not Deemed a Prospectus—information that may be included in the
communication

Rule 135 - Notice of Certain Proposed Offerings—purpose and permissible contents of tombstone
advertisements

Rule 137 - Definition of “Offers,” “Participates,” or “Participation” in Section 2(11) in Relation to Certain
Publications by Persons Independent of Participants in a Distribution

Rule 138 - Definition of “Offer for Sale” and “Offer to Sell” in Sections 2(10) and 5(c) in Relation to
Certain Publications

Rule 139 - Definition of “Offer for Sale” and “Offer to Sell” in Section 2(10) and 5(c) in Relation to
Certain Publications

Rule 144 - Persons Deemed Not to Be Engaged in a Distribution and Therefore Not Underwriter

Rule 144A - Private Resales of Securities to Institutions—purpose and general characteristics of
regulation

Rule 174 - Delivery of Prospectus by Dealers; Exemptions Under Section 4(3) of the Act

Regulation A - Conditional Small Issues Exemption

Regulation S - Rules governing offers and sales made outside the U.S. without registration under the
Act of 1933

Regulation D - Rules governing the limited offer and sale of securities without registration under the
Securities Act of 1933

Securities Exchange Act of 1934:

Section 9(a)(5) - Dissemination of Information for Consideration- Market Manipulation
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Section 15D - Securities Analysts and Research Reports

Rule 10b-1 - Prohibition of Use of Manipulative or Deceptive Devices or Contrivances with Respect to
Certain Securities Exempted from Registration

Rule 10b-3 - Employment of Manipulative and Deceptive Devices (by brokers or dealers)

Rule 10b-5 - Employment of Manipulative and Deceptive Devices (by persons)

Rule 17a-4 - Records to Be Preserved by Certain Exchange Members, Brokers and Dealers

Regulation AC - Analyst Certification

Regulation G - Non-GAAP Disclosures

Regulation M:

Rule 101(b)(1) - Activities by Distribution Participant: Research

Rule 101(c)(1) - Activities by Distribution Participant: Excepted Securities

Regulation FD - Selective Disclosure and Insider Trading (Fair Disclosure)
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January 30, 2004

  
Member Firm Regulation

New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 ATTENTION: CHIEF OPERATIONS OFFICER, CHIEF ADMINISTRATIVE OFFICER, REGISTRATION,
LEGAL AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW EFP APPLICATION FOR FILING NYSE TRANSACTION CHARGE (FORM 600TC)

Each member organization and each member not affiliated with a member organization is required to
calculate and remit the amount of the NYSE Transaction Charge due on a monthly basis. This reporting is
currently done via Form 600TC hardcopy which, along with any payment, is required to be delivered to the
NYSE on or before the 18 th of the month following the month covered by the report.

Electronic Filing of Form 600TC Information

As of February 6, 2004, the NYSE will add Form 600TC to the list of forms filed via the NYSE's Electronic
Filing Platform (“EFP”). Each member organization and member not affiliated with a member organization will
be required to file its January 2004 NYSE Transaction Charge data and all future data submissions via EFP.
Payment should be made by wire transfer, with a reference to “ Form 600TC” in the description field. The wire
instructions are below and are also included with the payment instructions contained within the application.
Checks can also be hand delivered to the Controller's Department of the NYSE at 20 Broad Street, 8 th floor.
If you are delinquent in filing for December 2003, or any previous month, this should continue to be reported
on the paper version of Form 600TC and must be sent to the Controller's Department along with payment, if
any is required, as soon as possible.

Member organizations, members not affiliated with a member organization, or their designated filer, have
been contacted by our EFP staff and have been asked to identify on EFP's Firm Profiler Application the
individuals who will submit the NYSE Transaction Charge data via EFP. Once identified, these users will
be supplied with access instructions to EFP and the appropriate application. The applications are entirely
internet-based, requiring no software installation. No hardcopy submissions of the aforementioned data will
be accepted after February 6, 2004, except for those filings of delinquent data for prior months. The users
must be registered in time to comply with this date. As previously noted, NYSE Transaction Charge data is
required to be reported on a monthly basis. Member organizations and members not affiliated with a member
organization must report their data via EFP and remit payment, if any is due, to the NYSE by the 18 th of the
month following the month covered by the report. The report for January 2004 is due to be filed by February
18, 2004.

If you have any technical questions concerning the Form 600TC EFP Application, please contact the PC
Service Center at (212) 383-2062. For business questions concerning the NYSE Transaction Charge or
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Form 600TC, please contact either Patrick Boyle (212) 656-5280 or Jose Moncayo (212) 656-2914) or your
Finance Coordinator.

Amount due to be remitted by wire transfer:

To: JP Morgan Chase Bank One Chase Manhattan Plaza New York, NY 10005 ABA Number:
021-000-021

Account: New York Stock Exchange, Inc.

Account Number: /140083645

Payment Type: Form 600TC

Invoice Number:

___________________________

Salvatore Pallante

Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
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January 20, 2004

  
Member Firm Regulation

New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS AND RESEARCH DEPARTMENTS

TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: EXTENSION OF EFFECTIVE DATES FOR CERTAIN PROVISIONS OF RULE 472
(“COMMUNICATIONS WITH THE PUBLIC”) AND RULE 344 (“RESEARCH ANALYSTS AND
SUPERVISORY ANALYSTS”)

On January 16, 2004, the New York Stock Exchange, Inc. (“NYSE” or the “Exchange”) filed for immediate
effectiveness with the Securities and Exchange Commission (“SEC” or the “Commission”) an amendment
extending by 90 calendar days the effective date for the recently amended provisions of NYSE Rule 472(k)

(1), (2) and (3) (“Disclosure Provisions”) 1   that relate to compensation received by a member or member
organization and its affiliates from the subject company of a research report or public appearance. In addition,
the SEC also approved an amendment to establish an effective date, not later than March 30, 2004, for the
recently amended provision of NYSE Rule 344, which requires Research Analysts to be registered with and
qualified by the Exchange.

Background

On July 29, 2003, the Commission approved amendments to Exchange Rule 472 (“Communications with the
Public”), Rule 351 (“Reporting Requirements”), Rule 344 (“Research Analysts and Supervisory Analysts”),

and Rule 345A (“Continuing Education for Registered Persons”). 2 

Disclosure Requirements

The amendments to Rule 472 require a member or member organization to disclose in a research report: (1)
non-investment banking compensation received by it or its affiliates from a subject company in past the 12
months, and (2) if a subject company is, or during the past 12-month period, was a client of the member or
member organization and, if so, the types of client services provided to the subject company.

The Commission's approval order established a January 26, 2004 implementation date for the Disclosure
Provisions, but also provided the Exchange with the discretion to grant an additional 90 days to members and
member organizations to comply, as it deems necessary.

The Exchange received numerous requests from members and member organizations to extend the
implementation date of these provisions due to the scope and difficulty required to implement the technology,
systems, and other changes needed to achieve compliance with the non-investment banking compensation
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and client disclosure provisions. Specifically, members and member organizations noted the rule requires that
they build and test new systems and technology feeds to aggregate data across a wide range of business
lines within their firms. Moreover, in many instances, members and member organizations must extend that
technological infrastructure to global affiliates. In addition, members and member organizations noted that
the timing of the implementation date overlaps with year-end technology “freezes” that many firms impose
to ensure that systems changes do not impact the accuracy of year-end information gathering related to
financial reporting and taxes.

The Exchange believes that these members and member organizations have provided sufficient justification
to extend the effective date for the applicable provisions. Moreover, the NYSE believes the problems cited
by the requesting members and member organizations are endemic to the industry and, consequently, there
should be a uniform effective date for all members and member organizations. Therefore, the Exchange is

establishing April 26, 2004 3   as the effective date for the new Disclosure Provisions. Existing provisions
under Rule 472(k)(1), (2) and (3) remain in effect and are not subject to the new effective date.

Research Analyst Qualification Exam

On July 29, 2003, the SEC also approved a new Research Analyst Qualification Examination requirement
for Research Analysts primarily responsible for the preparation of the substance of research reports and/or
whose names appear on such reports (Rule 344.10). Accordingly, such analysts must pass a qualification
examination that was scheduled for implementation on January 26, 2004.

The Exchange is establishing an effective date, not later than March 30, 2004, for the registration and
qualification examination requirements of Rule 344. In any event, the effective date of the new registration
and qualification examination requirement will not occur until 30 days after the Study Outline for the
examination has been published. The extension is necessary to permit the Exchange to make the requisite
filings regarding the Study Outline for the examination, certain pre-requisites to and exemptions from the
examination, and fees associated with its administration.

Questions regarding this Memo may be directed to William Jannace at (212) 656-2744.

___________________________

Salvatore Pallante

Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  NYSE Rule 472(k)(1)(i)d., (k)(1)(ii)a.1. and b., (k)(1)(iii)a.1., 472(k)(2)(i)c.1., (k)(2)(i)f. and the exceptions
to these disclosure provisions pursuant to Rule 472(k)(3)(i).

2  See Securities Exchange Act Release No. 48252 (July 29, 2003), 68 FR 45875 (August 4, 2003) (SR-
NYSE-2002-49).

3  Since 90 days would provide for effectiveness on April 25, 2004 (a Sunday), the actual effective date
would be
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January 15, 2004

  
Market Firm Regulation

New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, CREDIT AND MARGIN
DEPARTMENTS, COMPLIANCE AND LEGAL DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: MARGIN EXTENSIONS HOLIDAY SCHEDULE

The New York Stock Exchange (the “NYSE”) is providing the following schedule to assist our member
organizations and reduce the number of Federal Reserve Board Regulation T 220.8, and Securities
Exchange Act Regulation 15c3-3(m) and (n) margin extensions denied around holidays. “Regular way”
transactions made on the business days noted below will be subject to the following schedule.

Background

Pursuant to Sections 220.8(b)(1) and (4) of Regulation T of the Federal Reserve Board, a broker/dealer must
promptly cancel or otherwise liquidate a customer purchase transaction in a cash account if full payment is
not received within five business days from the date of purchase or, pursuant to Section 220.8(d)(1), make
application to extend the time period specified. The date by which members must take such action is shown
below in the column titled “Regulation T Date.”

Similarly, SEA Regulation 15c3-3 requires member organizations to take prompt steps to obtain possession
or control of securities pursuant to paragraph (m) through a buy-in procedure or otherwise if securities are not
received within thirteen business days from the date of sale or, pursuant to paragraph (n), make application
to extend the time period specified. The date by which members must take such action is shown below in the
column titled “SEC Extension Date.”

Martin Luther King, Jr. Day:

The NYSE and the securities exchanges will be closed on Monday, January 19, 2004, in observance of
Martin Luther King, Jr., Day.

 

Trade Date Settlement Date Regulation T Date SEC Extension Date
 

January 13 January 16 January 21 February 2
 

14 20 22 3
 

15 21 23 4
 

16 22 26 5
 

19 Markets Closed — — —
 

20 23 27 6
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Presidents' Day:

The NYSE and the securities exchanges will be closed on Monday, February 16, 2004, in observance of
Presidents' Day.

 

Trade Date Settlement Date Regulation T Date SEC Extension Date
 

February 10 February 13 February 18 March 1
 

11 17 19 2
 

12 18 20 3
 

13 19 23 4
 

16 Markets Closed — — —
 

17 20 24 5
 

Good Friday:

The NYSE and the securities exchanges will be closed on Friday, April 9, 2004, in observance of Good
Friday.

 

Trade Date Settlement Date Regulation T Date SEC Extension Date
 

April 5 April 8 April 13 April 23
 

6 12 14 26
 

7 13 15 27
 

8 14 16 28
 

9 Markets Closed — — —
 

12 15 19 29
 

Memorial Day:

The NYSE and the securities exchanges will be closed on Monday, May 31, 2004, in observance of
Memorial Day.

 

Trade Date Settlement Date Regulation T Date SEC Extension Date
 

May 25 May 28 June 2 June 14
 

26 June 1 3 15
 

27 2 4 16
 

28 3 7 17
 

31 Markets Closed — — —
 

June 1 4 8 18
 

Independence Day:

The NYSE and the securities exchanges will be closed on Monday, July 5, 2004, in observance of
Independence Day.

 

Trade Date Settlement Date Regulation T Date SEC Extension Date
 

June 29 July 2 July 7 July 19
 

30 6 8 20
 

July 1 7 9 21
 

2 8 12 22
 

5 Markets Closed — — —
 

6 9 13 23
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Labor Day:

The NYSE and the securities exchanges will be closed on Monday, September 6, 2004, in observance of
Labor Day.

 

Trade Date Settlement Date Regulation T Date SEC Extension Date
 

August 31 September 3 September 8 September 20
 

Sept 1 7 9 21
 

2 8 10 22
 

3 9 13 23
 

6 Markets Closed — — —
 

7 10 14 24
 

Columbus Day:

The NYSE and the securities exchanges will be open for trading on Columbus Day, Monday, October 11,
2004. Therefore, it is considered a business day for receiving customers' payments under Regulation T of
the Federal Reserve Board. However, it will not be a settlement date because many of the nation's banking
institutions will be closed.

 

Trade Date Settlement Date Regulation T Date SEC Extension Date
 

October 5 October 8 October 12 October 22
 

6 12 13 25
 

7 13 14 26
 

8 14 15 27
 

11 14 18 28
 

12 15 19 29
 

Veterans' Day And Thanksgiving Day:

The NYSE and the securities exchanges will be open for trading on Veterans' Day, Thursday, November
11, 2004. Therefore, it is considered a business day for receiving customers' payments under Regulation T of
the Federal Reserve Board. However, it will not be a settlement date because many of the nation's banking
institutions will be closed.

The NYSE and the securities markets will be closed on Thursday, November 25, 2004, in observance of
Thanksgiving Day.

 

Trade Date Settlement Date Regulation T Date SEC Extension Date
 

November 5 November 10 November 12 November 24
 

8 12 15 26
 

9 15 16 29
 

10 16 17 30
 

11 16 18 December 1
 

12 17 19 2
 

19 24 29 9
 

22 26 30 10
 

23 29 December 1 13
 

24 30 2 14
 

25 Markets Closed — — —
 

26 December 1 3 15
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Christmas Day:

The NYSE and the securities exchanges will be closed on Friday, December 24, 2004, in observance of
Christmas Day.

 

Trade Date Settlement Date Regulation T Date SEC Extension Date
 

December 20 December 23 December 28 January 7, 2005
 

21 27 29 10
 

22 28 30 11
 

23 29 31 12
 

24 Markets Closed — — —
 

27 30 January 3, 2005 13
 

Brokers, dealers, and municipal securities dealers should use the foregoing settlement dates for purposes of
clearing and settling transactions pursuant to the NYSE.

Inquiries regarding this Information Memo should be directed to Albert Lucks (212) 656-5782, Olga Davis
(212) 656-7227, Patrice Vellecca (212) 656-2784 or Debra German (212) 656-8572.

___________________________

Salvatore Pallante

Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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January 2, 2004

  
Market Surveillance

New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW RULE 80A COLLARS AND RULE 80B CIRCUIT BREAKER LEVELS FOR FIRST
QUARTER 2004

EFFECTIVE JANUARY 1, 2004 through MARCH 31, 2004

• Rule 80A restrictions on index arbitrage trading in component stocks of the S&P 500 Stock Price Index sm *  

will be imposed when the Dow Jones Industrial Average sm **   (“DJIA”) is above or below its closing value on
the previous trading day by:

200 points or more

• Rule 80A restrictions will be removed when the DJIA is above or below its closing value on the previous
trading day by:

100 points or less

• Index arbitrage order entry restrictions will be re-imposed each time the DJIA advances or declines 200
points from the prior day's close.

• Rule 80B trading halts will be triggered when the DJIA declines below its closing value on the previous
trading day by:

1000 points (Level 1)

2000 points (Level 2)

3050 points (Level 3)

Rule 80A

Whenever Rule 80A collars are in effect due to a decline in the DJIA, all index arbitrage orders to sell any
component stock of the S & P 500 Stock Price Index must be marked “sell plus”; and whenever the collars
are in effect due to an advance in the DJIA, all index arbitrage orders to buy must be marked “buy minus”.

Rule 80B

Whenever a Rule 80B circuit breaker is in effect, trading in all stocks on the Exchange will halt for the time
periods specified below.

Level 1 Halt
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a) before 2:00 p.m. — one hour;
b) at 2:00 p.m. or later but before 2:30 p.m. — 30 minutes;
c) at 2:30 p.m. or later — trading shall continue, unless there is a Level 2 Halt.

Level 2 Halt

a) before 1:00 p.m. — two hours;
b) at 1:00 p.m. or later but before 2:00 p.m. — one hour;
c) at 2:00 p.m. or later — trading shall halt and not resume for the remainder of the day.

Level 3 Halt

at any time — trading shall halt and not resume for the remainder of the day.

A complete discussion of the calculation of trigger values for Rule 80A and Rule 80B was published in
Information Memo No. 99-8, dated February 12, 1999 and Information Memo No. 98-15, dated April 13, 1998,
respectively.

Questions concerning these matters may be addressed to Nancy Reich Jenkins at (212) 656-2475 or Donald
Siemer at (212) 656-6940.

___________________________

Regina C. Mysliwiec

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

*  "Standard & Poor's 500 Stock Price Index" is a service mark of Standard & Poor's Corporation.
**  "Dow Jones Industrial Average" is a service mark of Dow Jones & Company, Inc.
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December 31, 2003

  
Member Firm Regulation

New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS AND RESEARCH DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: RULE 344 - RESEARCH ANALYST QUALIFICATION EXAMINATION REQUIREMENT
(“SERIES 86/87”)

The New York Stock Exchange (“NYSE” or the “Exchange”) and NASD (the “SROs”) plan to delay
implementation of the previously published January 26, 2004 effective date for the new Research Analyst
Qualification Examination (“Series 86/87”) (see NYSE Information Memo No. 03-36, dated August 25, 2003).
The SROs each intend shortly to submit a rule filing with the SEC to delay the effective date of the registration
and qualification requirements for Research Analysts (NYSE Rule 344 and NASD Rule 1050) until some time
in March 2004. The Exchange will notify its members and member organizations of the specific date when it
is established. Also forthcoming will be additional information regarding the publication of a study outline for
the examination, certain prerequisites and exemptions, and fees.

Questions regarding this Memo may be directed to William Jannace at 212-656-2744.

___________________________

Salvatore Pallante

Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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December 30, 2003

  
Member Firm Regulation

New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 ATTENTION: MANAGING PARTNER, CHIEF EXECUTIVE OFFICER, BRANCH OFFICE MANAGERS,
COMPLIANCE OFFICER, TRAINING AND HR DIRECTORS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: CONTINUING EDUCATION REGULATORY ELEMENT FEE UPDATE

Member firms are advised that the fee for the Regulatory Element of Continuing Education will be reduced
from $65 to $60, effective January 1, 2004.

The $60 fee applies to all three Regulatory Element Continuing Education Programs—the Supervisors
Program (S201), the Series 6 Program (S106), and the General Program (S101).

Firms that participate in In-Firm Delivery of the Regulatory Element will continue to receive a $3 credit to their
CRD account for the In-Firm deliveries they make.

Any questions relating to this memorandum may be directed to Roni Meikle, Manager of Continuing
Education at (212) 656-2156 or Pat DeVita, Senior Coordinator Continuing Education at (212) 656-2746.

___________________________

Salvatore Pallante

Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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December 23, 2003

  
Market Surveillance

New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: LAST TRADE DATE FOR “REGULAR WAY” SETTLEMENT IN 2003

The last day on which “regular way” transactions may be made for settlement this calendar year in stocks and
bonds, other than U.S. Government obligations, is Friday, December 26, 2003.

Beginning December 29, 2003 until December 31, 2003, orders in stocks for accounts which are willing to
effect transactions on a “cash”, “next day” or “seller's option” basis should be so indicated. This policy relieves
the specialist from the responsibility of checking orders indicated solely “regular way” to ascertain whether
they are willing to participate on a “non-regular way” basis during that period.

A Floor Official's approval is not required from December 29-31, 2003 for “non-regular way” trades, if the
execution price is no greater than 0.25 of a point away from the “regular way” bid or offer.

Inquiries with respect to this memorandum should be directed to John Gregoretti at (212) 656-6791 or
Thomas Raimonde at (212) 656-2219.

___________________________

Regina C. Mysliwiec

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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December 23, 2003

  
Market Surveillance

New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: TAX SWITCHING TRANSACTIONS

The following is a reminder to members and member organizations that riskless tax switching trades are
prohibited. Please note that this prohibition applies with equal force at openings and to bond transactions.

Exchange Rule 78 prohibits pre-arranged trading. The Exchange has concluded that transactions effected as
described below are not permitted on the Floor of the Exchange and if discovered will result in appropriate
disciplinary action by the Exchange:

An Exchange member (“member A”), desiring to effect a tax switch of 1,000 shares of XYZ,
approaches the XYZ specialist and informs him of his wish to effect the tax switch at approximately
the price of the current bid or the current offer for XYZ. For purposes of this example, assume that
the current market for XYZ is 35.30 bid for 2,000 shares with 1,500 shares offered at 35.35, both
representing limit orders entered on the XYZ specialist's book. The XYZ specialist agrees to handle
member A's purchase and sale tax switch orders as agent, undertaking to execute those orders against
market orders or other orders seeking execution at the current bid or ask prices. Assume that another
member (“member B”) subsequently approaches the XYZ specialist with an order to sell 1,000 shares
of XYZ at the market, and is willing to effect the sale at the current bid of 35.30. The specialist then
effects member B's sale at that price, informing member B, for clearing purposes, that he has sold to
member A.

Simultaneously, the specialist effects, as agent, a second trade of 1,000 shares of XYZ for member A
with the order or orders on his book, giving up, for clearing purposes, member A as the seller and, as
the buyer or buyers, the broker or brokers whose orders he represents; in terms of time priority of their

receipt, the first 1,000 shares on his book at the bid price of 35.30 1  .

Only one of the two 1,000-share transactions in XYZ would be reported for inclusion in the consolidated
transactions reporting system.

No problems would seem to arise under Exchange Rules and procedures if two independent transactions
were effected at the risk of the market. Such would be the case if the transaction was not pre-arranged
or guaranteed in any fashion. There should be two independent transactions — a purchase and sale, or
vice versa, but the price of each should be independently established. At the time of the first transaction
there should be no guarantee or assurance of the price of the second. The period of time between the two
transactions would not of itself determine whether or not the switching had been effected at the risk of the
market.
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Similarly, the entry of buy and sell orders to switch positions between accounts having the same beneficial
ownership, absent instructions not to cross those orders with each other, may result in a “wash” transaction,
which is prohibited.

Further, the sending of a buy and sell order for the same beneficial owner through the Opening Automated
Report System (OARS) to effect a tax switch transaction on the opening, or through SuperDOT (DOT) to
effect a tax switch transaction at the close is not permissible. Any use of either system, or either Crossing
Session, to effect the above described riskless or “wash” transaction is prohibited.

It should be noted that the purpose of this memorandum is to emphasize the application of Exchange rules
and procedures only. It is not to be construed as describing the tax consequences of any transaction under
the Internal Revenue Code or state law. Contact your tax adviser for the appropriate advice.

Questions regarding this matter should be directed to John Gregoretti at (212) 656-6791 or Thomas
Raimonde at (212) 656-2219.

___________________________

Regina C. Mysliwiec

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Had the first independent order to arrive at the post been a market order to buy rather than an order to
sell, the tax switch would have been effected at the offer price.
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December 18, 2003

  
Market Surveillance

New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: TRADING OF ISHARES ® LEHMAN TIPS BOND FUND : RULES 13, 36.30, 98, 104, 105(L),
123C, 123D

Trading in a new Exchange-Traded Fund (“ETF” or “Fund”), the iShares ® Lehman TIPS Bond Fund (symbol:
TIP) began on the NYSE on December 5, 2003. For information on other series of the iShares ® Trust that
trade on the Exchange, see Information Memo 02-36 (August 5, 2002) (UTP basis) and Info. Memo 03-52
(November 14, 2003) (listed basis).

The purpose of this memorandum is to outline various rules and policies that will be applicable to trading in
this new Fund.

Background Information on the Fund

Barclays Global Fund Advisors (the “Advisor”) is the investment advisor for the Fund. The Advisor is
registered under the Investment Advisers Act of 1940. The Advisor is a wholly owned subsidiary of Barclays
Global Investors, N.A., which is in turn a wholly owned indirect subsidiary of Barclays Bank PLC of the United
Kingdom. SEI Investments Distribution Co. (the “Distributor”), a Pennsylvania corporation and brokerdealer
registered under the Securities Exchange Act of 1934 (the “Act”), is the principal underwriter and distributor of
Creation Unit Aggregations (as defined below) of iShares. ® The Distributor is not affiliated with the Exchange
or the Advisor.

As set forth in detail below, the Fund will hold certain fixed income securities (“Component Securities”)
selected to correspond generally to the performance of the underlying index. The ETF intends to qualify as a
“regulated investment company” (a “RIC”) under the Internal Revenue Code.

Operation of the ETF

According to the Fund's prospectus, the investment objective of the ETF is to provide investment results that
correspond generally to the performance of its underlying index. The underlying index for the Fund is the
Lehman Brothers U.S. Treasury Inflation Notes Index (the “Index”). This Index seeks results that correspond
generally to the price and yield performance, before fees and expenses, of the inflation-protected sector of
the United States Treasury market as defined by the Lehman Brothers U.S. Treasury Inflation Notes Index.
Inflation protected public obligations of the U.S. Treasury, also called “TIPS,” are securities issued by the
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U.S. Treasury that are designed to provide inflation protection to investors. TIPS are income-generating
instruments whose interest and principal payments are adjusted for inflation — a sustained increase in prices
that erodes the purchasing power of money. The inflation adjustment, which is typically applied monthly to
the principal of the bond, follows a designated inflation index, such as the consumer price index (CPI). A fixed
coupon rate is applied to the inflation-adjusted principal so that as inflation rises, both the principal value and
the interest payments increase.

According to the Fund's prospectus, the Index includes all publicly issued, U.S. Treasury securities that
have at least 1 year remaining to maturity, are non-convertible, are denominated in U.S. dollars, are rated
investment grade (Baa3 or better) by Moody's Investors Service, Inc., are fixed rate, and have more than
$200 million par outstanding. The Index is market capitalization weighted and includes all of the securities
that meet the Index criteria. As of July 31, 2003, there were 11 issues included in the Index. The Index
constituents are updated on the last calendar day of each month.

According to the Fund's prospectus, in seeking to achieve its investment objective, the Fund utilizes
“passive” indexing investment strategies. The Fund may fully replicate its Index, but currently intends to use
a “representative sampling” strategy to track its Index. A Fund utilizing a representative sampling strategy
generally will hold a basket of the component securities of its underlying index, but it may not hold all of
the component securities of its underlying index (as compared to an ETF that uses a replication strategy
which invests in substantially all of the component securities in its underlying index in the same approximate
proportions as in the underlying index).

According to the Fund's prospectus, the Fund will invest at least 90% of its assets in Component Securities of
its Index. The Fund may also invest up to 10% of its assets in bonds not included in its Index, but which the
Advisor believes will help the Fund track its Index, as well as in certain futures, options and swap contracts,
cash and cash equivalents.

For a more complete description of the Fund and the Index, visit www.ishares.com.

Issuance of Creation Unit Aggregations

In General. Shares of the Fund will be issued on a continuous offering basis in groups of 50,000 shares or
more. These “groups” of shares are called “Creation Unit Aggregations.” The Fund will issue and redeem
Fund shares only in Creation Unit Aggregations. As with other open-end investment companies, Fund shares
will be issued at the net asset value (“NAV”) per share next determined after an order in proper form is
received.

Exchange Rules Applicable to the Trading of ETFs

Generally, the rules applicable to ETFs are applicable to the iShares ® Lehman TIPS Bond Fund since the
Fund falls within the definition of an Investment Company Unit, as provided in Paragraph 703.16 of the Listed
Company Manual and Exchange Rule 1100. See Information Memo Number 01-20 (July 31, 2001), which
was issued in connection with the UTP trading of the NASDAQ 100 Trust (symbol QQQ), Standard and
Poor's Depositary Receipts (symbol SPY) and the Dow Industrials DIAMONDS (symbol DIA). The applicable
rules from Information Memo Number 01-20 as well as certain exemptions from the Securities Exchange Act
of 1934 (the “Act”) and NYSE Rules are reiterated below.

Application of Certain NYSE Rules to ETFs

Rule 104 - Rules 104.20 and 104.21 provide a capital requirement for specialists of $500,000 per ETF. A
specialist unit registered only in an ETF would be subject to the $1,000,000 minimum capital requirement of
Rule 104.20.

In addition, Rule 104 facilitates specialist market making in ETFs. Specialists may engage in “parity”
transactions on direct destabilizing ticks without obtaining Floor Official approval. A “parity” transaction in an
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ETF would be a trade to bring the security into line with the value of the securities comprising the ETF, or the
value of a futures contract on the index on which the ETF is based.

Rule 13 - Commentary .30 to Exchange Rule 13 provides that stop and stop limit orders in an Investment
Company Unit shall be elected by a quotation, but specifies that if the electing bid on an offer is more than
0.10 points away from the last sale and is for the specialist's dealer account, prior Floor Official approval is
required for the election to be effective. This rule applies to Investment Company Units generally.

Rule 36.30 - Rule 36.30 governs the establishment of telephone or electronic communications between
the Exchange's trading floor and any other location. Rule 36 provides that a specialist registered in an ETF
may use a telephone or order entry terminal to enter an order in the ETF itself, in a Component Security of
the ETF, or in an options or futures contract related to the ETF. In addition, the specialist may use a post
telephone to obtain market information with respect to such ETFs, options, futures, or Component Securities.
The text of Rule 36 makes clear that if an order in a Component Security of such ETF is to be executed on
the Exchange, the order must be entered in compliance with NYSE Rule 112.20 and SEC Rule 11a2-2(T),
and must be entered only for the purpose of hedging a position in the ETF.

The specialist may not use the post wire to call a specialist on the NYSE registered in a Component Security
of the ETF to enter an order, nor may the specialist use a SuperDOT terminal to send an order directly via
SuperDOT to another specialist. The specialist registered in an ETF is not registered in the Component
Security, and therefore is not permitted to initiate an “on Floor” order in such a stock.

Exchange members, including specialists, are permitted to enter an “off-Floor” order. NYSE Rule 112.20
codifies the principle that a member may use a “communication facility” on the Floor of the Exchange to call
an off-Floor location and enter a proprietary order. The order is deemed to be an “off-Floor” order (not an
order initiated on the Floor, or an “on Floor” order), provided the order is routed through a clearing firm's
order room, and is transmitted to the Floor for execution by an unaffiliated member. This latter provision is
consistent with SEC Rule 11a2-2(T), which permits executions of off-floor member proprietary orders by
unaffiliated members. These rules do not impose restrictions on the types of orders which may be executed
pursuant to the exemptive relief provided. Under the amendment to Rule 36, any orders in a Component
Security of an ETF entered for execution on the Exchange from the specialist's post, either by telephone or by
means of a SuperDOT terminal, would have to be routed through a clearing firm's order room and transmitted
back to the Floor for execution without the specialist in the ETF interacting with the order or participating in
the execution in any way.

Rule 123C - Market-on-Close/ Limit-At-The-Close Policy

Orders in ETFs are not subject to the Exchange's Market-On-Close (“MOC”)/ Limit-atthe-Close (“LOC”) policy
concerning order entry limitations, cancellation of orders during a regulatory halt, imbalance publications, and
any other limitations or procedures with respect to MOC/LOC procedures. A MOC/LOC order in an ETF can
be entered at any time without regard to the limitations of the Exchange's MOC/LOC policies. In addition,
the closing price of an ETF will not be subject to publication of imbalances under the Exchange's MOC/LOC
policy.

Rule 123D- Pre-Opening Price Indications Policy

Similarly, the Exchange's policies regarding mandatory dissemination of pre-opening price indications (other
than ITS pre-opening notifications) in the case of significant order imbalances and potentially large price
dislocation from the prior close would not apply to ETFs.

Both the MOC/LOC procedures and the mandatory pre-opening price indications policy are intended to solicit
offsetting contra side interest to minimize price dislocation. This rationale does not apply in the case of ETFs,
which are derivatively priced in relation to, among other things, the values of the underlying Component
Securities, regardless of the extent of an order imbalance.
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Rule 105(l) - Rule 105(l), which prohibits affiliates of specialist units from acting as a primary market maker
in the option on a specialty security, permits such activity with respect to options on a Fund for affiliates
of specialists that have Rule 98 approved procedures in place. The Exchange believes that, as ETFs are
derivatively priced, the conflicts of interest with respect to market making in both the underlying security and
its corresponding option are minimized in this case. The Exchange will also permit a Rule 98 affiliate of the
ETF specialist to act in a market making capacity (but not as a specialist) in the ETF itself on another market
center.

Rule 98 - Exchange Rule 98 provides that affiliates of a specialist organization can receive an exemption
from certain rules applicable to specialists (principally impacting proprietary trading and investment banking),
provided they establish a system of information barriers between themselves and the affiliated specialist. One
of the conditions for the Rule 98 exemption is that the specialist organization be capitalized separate and
apart from any affiliate. The Exchange has deleted this requirement in the case of a specialist organization
that is registered only in ETFs. The Exchange believes that the separate capitalization requirement is not
required in this instance, and that the question of adequacy of capital can be appropriately addressed by the
special allocation committee which will allocate the ETF. However, a specialist organization that is registered
only in ETFs will remain subject to the minimum capital requirements specified in Rule 104.20.

Hours of Trading —This ETF will trade until 4:15 p.m.

Exemptive, Interpretive and No-Action Relief Under Federal Securities Regulations and
NYSE Rules

The Securities and Exchange Commission (“SEC”) has issued exemptive, interpretive and no-action relief
from certain provisions of and rules under the Act regarding trading in the above-mentioned Fund. In addition,
the Exchange has taken an interpretive position with respect to its short sale rule.

Short Sale Rules - Transactions in ETFs will not be subject to “tick” requirements of the short sale rule of the
Commission (Rule 10a-1) or the Exchange (Rule 440B). Short orders must be marked SHORT or SHORT
EXEMPT.

Regulation M Exemptions - Generally, Rules 101 and 102 of Regulation M prohibit any “distribution
participant” and its “affiliated purchasers” from bidding for, purchasing, or attempting to induce any person
to bid for or purchase, any security which is the subject of a distribution until after the applicable restricted
period, except as specifically permitted in Regulation M. The provisions of the Rules apply to underwriters,
prospective underwriters, brokers, dealers, and other persons who have agreed to participate or are
participating in a distribution of securities.

The SEC has granted an exemption from Rule 101 under Regulation M to permit persons participating
in a distribution of shares of the above-mentioned Fund to engage in secondary market transactions in
such shares during their participation in such a distribution. In addition, the SEC has granted relief under
Regulation M to permit persons who may be deemed to be participating in the distribution of shares of the
above-mentioned Fund (i) to purchase securities for the purpose of purchasing Creation Unit Aggregations of
Fund shares and to (ii) tender securities for redemption in Creation Unit Aggregations. Further, the SEC has
clarified that the tender of Fund shares to the Fund for redemption does not constitute a bid for or purchase of
any of the Fund's securities during the restricted period of Rule 101. The SEC has also granted an exemption
pursuant to paragraph (e) of Rule 102 under Regulation M to allow the redemption of Fund shares in Creation
Unit Aggregations during the continuous offering of shares.

Customer Confirmations for Creation or Redemption of Fund Shares (Rule 10b-10) — Broker-dealers who
handle purchases or redemptions of Fund shares in Creation Unit size for customers will be permitted to
provide such customers with a statement of the number of Creation Unit Aggregations created or redeemed
without providing a statement of the identity, number and price of shares of the individual securities tendered
to the Fund for purposes of purchasing Creation Unit Aggregations (“Deposit Securities”) or the identity,
number and price of shares of to be delivered by the Trust to the redeeming holder (“Redemption Securities”).
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The composition of the securities required to be tendered to the Fund for creation purposes and of the
securities to be delivered on redemption will be disseminated each business day and will be applicable
to requests for creations or redemption, as the case may be, on that day. This information will be publicly
available at the Exchange and will be made available to requesting broker-dealers or other persons through
other third-party information providers. This exemptive relief under Rule 10b-10 with respect to creations and
redemptions is subject to the following conditions:

(1) Confirmations to customers engaging in creations or redemptions must state that all information required
by Rule 10b-10 will be provided upon request;

(2) Any such request by a customer for information required by Rule 10b-10 will be filed in a timely manner, in
accordance with Rule 10b-10(c);

(3) Except for the identity, number and price of shares of the Component Securities of the Deposit Securities
and Redemption Securities, as described above, confirmations to customers must disclose all other
information required by Rule 10b-10(a).

It should be noted that according to the prospectus the settlement of institutional creation and redemption
transactions in the Fund are expected to take place on T+1 rather than T+3. However, secondary market
trading will still occur on T+3.

Section 11(d)(1); Rules 11d1-1 and 11d1-2 - Section 11(d)(1) of the Exchange Act generally prohibits a
person who is both a broker and a dealer from effecting any transaction in which the broker-dealer extends
credit to a customer on any security which was part of a new issue in the distribution of which he participated
as a member of a selling syndicate or group within thirty days prior to such transaction. The SEC has
clarified that Section 11(d)(1) does not apply to broker-dealers that engage in both proprietary and customer
transactions in shares of the Fund in the secondary market but do not create Creation Unit Aggregations.
The Commission has also taken a no-action position under Section 11(d)(1) of the Exchange Act that broker-
dealers may treat shares of the Fund, for purposes of Rule 11d1-2, as “securities issued by a registered
open-end investment company as defined in the Investment Company Act” and thereby extend credit or
maintain or arrange for the extension or maintenance of credit on shares that have been owned by the
persons to whom credit is provided for more than 30 days, in reliance on the exemption contained in the rule.

Rule 15c1-5 and 15c1-6 — The SEC has taken a no-action position with respect to Rule 15c1-5 and
Rule 15c1-6 as to the required disclosure of control by a broker or dealer with respect to creations and
redemptions of Fund shares and secondary market transactions therein.

Other Matters

Suitability — Pursuant to Exchange Rule 405, before a member, member organization, allied member or
employee of such member organization undertakes to recommend a transaction in ETF shares, such member
or member organization should make a determination that such shares are suitable for such customer. If
any recommendation is made with respect to such shares, the person making the recommendation should
have a reasonable basis for believing at the time of making the recommendation, that the customer has such
knowledge and experience in financial matters that he or she may reasonably be expected to be capable of
evaluating the risks and any special characteristics of the recommended transaction, and is financially able to
bear the risks of the recommended transaction.

Certain Specialist Transactions in ETFs — Rule 460.10 generally precludes certain business relationships
between an issuer and the specialist in the issuer's securities. Exceptions in the Rule permit specialists in
ETF shares to enter into Creation Unit transactions through the Distributor to facilitate the maintenance of a
fair and orderly market. A specialist Creation Unit transaction may only be effected on the same terms and
conditions as any other investor, and only at the net asset value of the ETF shares. A specialist may acquire
a position in excess of 10% of the outstanding issue of the ETF shares, provided, however, that a specialist
registered in a security issued by an investment company may purchase and redeem the investment
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company unit or securities that can be subdivided or converted into such unit, from the investment company
as appropriate to facilitate the maintenance of a fair and orderly market in the subject security.

Trading Halts - In order to halt the trading of an ETF, the Exchange may consider, among other things, factors
such as the extent to which trading is not occurring in underlying security(s) and whether other unusual
conditions or circumstances detrimental to the maintenance of a fair and orderly market are present. In
addition, trading in Fund shares is subject to trading halts caused by extraordinary market volatility pursuant
to Exchange Rule 80B.

Prospectus Delivery - Exchange members and member organizations are hereby informed that there is a
prospectus delivery requirement of the federal securities laws applicable to the Fund. Accordingly, an investor
must receive a prospectus prior to or concurrently with the confirmation of a transaction in the Fund.

Purchases and Redemptions in Creation Unit Size - Exchange members and member organizations are
hereby informed that procedures for purchases and redemptions of iShares ® in Creation Unit Size are
described in the relevant Fund prospectus and Statement of Additional Information, and that iShares ® are not
individually redeemable but are redeemable only in Creation Unit Size aggregations or multiples thereof.

Surveillance - Exchange surveillance procedures applicable to trading in this ETF are comparable to those
applicable to other Investment Company Units currently trading on the Exchange.

Questions concerning the matters discussed in this Memorandum may be addressed as follows:

General Questions on ETFs

James P. McGowan (212) 656-2490 (Exchange Traded Funds)
James F. Duffy (212) 656-5855 (Office of the General Counsel)

Questions on:

Suitability Stephen A. Kasprzak (Member Firm Regulation)
(212) 656-5226

Specialist Issues Donald Siemer (Market Surveillance)
(212) 656-6940

___________________________

Regina C. Mysliwiec

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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December 17, 2003

  
Member Firm Regulation

New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: EXCHANGE GUIDELINES ON GIFTS AND GRATUITIES

With the approaching holiday season, members and member organizations are reminded of the Exchange's
policy relating to gifts and gratuities applicable to all Exchange employees.

The Guidelines prohibit most Exchange employees from accepting gifts and gratuities from members, allied
members and member organizations. Limited exceptions are provided for Exchange Operational/Clerical
Trading Floor employees, who may accept usual and customary gratuities, not in excess of $50 per year,
from a member, allied member or member organization. An exception is also provided for certain Exchange
employees in service-provider roles to the Trading Floor, such as coatroom and washroom attendants, who
may accept usual and customary gratuities commensurate with the particular services provided.

Members and member organizations may note that Exchange Rule 350 is more permissive than the
Exchange Guidelines. This memo is to advise that the Guidelines as described here, in part, reflect the most
up-to-date position of the Exchange and must be adhered to by members and member organizations.

Members and member organizations should circulate this memo within their organizations since Exchange
employees are required to return any gifts and gratuities as well as file a report with Exchange management.

Questions relating to the Guidelines for member and member organization employees on the Exchange
Trading Floor may be directed to Harry Weber at (212) 656-5157. Questions relating to Guidelines for
Exchange employees may be directed to Louise Quick at (212) 656-5826 or Dale Bernstein at (212)
656-2266.

Questions relating to Exchange Rule 350 (“Compensation or Gratuities to Employees of Others”) may be
directed to Thora Becker at (212) 656-4808, Stephen Kasprzak at (212) 656-5226 or William Jannace at
(212) 656-2744.

___________________________

Salvatore Pallante

Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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December 16, 2003

  
New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 Enforcement

NYSE

ATTENTION: CHIEF EXECUTIVE OFFICER, GENERAL COUNSEL AND DIRECTOR OF COMPLIANCE

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW PROCEDURES FOR MEMBER FIRMS TO FOLLOW IN CONNECTION WITH
ENFORCEMENT PRELIMINARY INVESTIGATIONS VIA THE NYSE'S ELECTRONIC FILING PLATFORM

Pursuant to Exchange Rule 345.17 and .18, and Exchange Rule 351 (a), (b), and (c), all Exchange members
and member organizations are required to promptly (i.e., within thirty days) report on Forms U-5 and RE-3 to
the Exchange's Division of Enforcement (“Enforcement”) the occurrence of certain events enumerated in the
Rules. These events relate not only to the members and member organizations but also to their registered
and nonregistered employees and approved persons.

Enforcement reviews all U-5 and RE-3 filings it receives and, where appropriate, conducts a preliminary
investigation (“PI”) into the matter reported. The Exchange has adapted its electronic filing platform (“EFP”)
already being used by members and member organizations for filing Form RE-3 with the Exchange, for use in
conducting PIs.

This process will enhance the effective use of resources committed to fulfilling self-regulatory responsibilities.
The electronic PI process will enable Enforcement to conduct and track PIs via secure electronic
communications with members and member organizations. Both Enforcement and firms will have the same
electronic record for receipt of the PI inquiry, response(s) made by the firm and any subsequent requests
from Enforcement.

While it will continue to be necessary for much of the data requested by Enforcement to be physically
produced by firms to Enforcement (e.g., monthly account statements), the electronic PI will enable firms to
check the submission history for their PIs, and generally track PI progress simply and quickly.

All members and member organizations will be given access to the EFP for processing electronic PIs. Each
employee responsible for submitting data to the Exchange must be a registered EFP/PI user. Once given
access, each user will be given detailed instructions on usage. Additionally, the electronic PI process is
interactive and appropriate instructions will be available as the user navigates through the system. Failure
to follow the instructions may prevent the user from completing the submission or result in submission of a
deficient response. The application is Internet based.

NOTE: ALL EXCHANGE MEMBERS AND MEMBER ORGIZATIONS MUST BE REGISTERED AND SET UP
FOR COMPLETING ELECTRONIC PIs BY JUNE 30, 2004.
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The SIAC PC Service Center will be contacting your firm for EFP registration and setup. The PC Service
Center should be contacted at (212) 383-2062 for additional information regarding technical issues in
connection with your filing format and transmission.

Conducting PIs electronically will not alter the basic elements of the PI process. Generally, members and
member organizations should have the following materials available for timely production to Enforcement:

• Pleadings and/or correspondence between the firm and customer framing the complaint;
• New account documents;
• Relevant account statements;
• An explanatory statement from the firm employee, and;
• Complaint and account material for each complaint against the firm employee within three

years of the current reporting.

Requests for information by the Exchange must be responded to in a timely manner. Any request for
extensions of time within which to respond to requests for information should be made in advance of the due
date, outlining the particular basis for the request. The Exchange may take appropriate disciplinary action,
including summary proceedings to impose fines pursuant to Exchange Rule 476A or formal disciplinary
actions for failure to cooperate, whenever, in the course of an Enforcement inquiry, firms or responsible
individuals fail to respond to requests for information in a timely and complete manner.

Questions relating to these new procedures can be addressed to Charles Shanley at (212) 656-2649 or Anne
Marie Flood at (212) 656-2621.

___________________________

David P. Doherty

Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005
 Member Firm Regulation

NYSE

ATTENTION: FLOOR MEMBERS, CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, COMPLIANCE
AND LEGAL DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: REMINDER REGARDING REQUIREMENTS FOR CONDUCTING A PUBLIC BUSINESS ON
THE TRADING FLOOR; FLOOR COMMUNICATIONS

Please see attached Information Memo Number 01-41, dated November 21, 2001, which outlines Exchange
rules and policies with regard to conducting a public business. While there have been no modifications to this
Memo, it is being reissued to serve as a general reminder of the important requirements discussed therein.

Any questions regarding this Information Memo may be directed to Stephen A. Kasprzak at (212) 656-5226.

___________________________

Salvatore Pallante

Executive Vice President

Attachments

Information Memo Number 01-41

New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005

NYSE

Member Firm Regulation

ATTENTION: FLOOR MEMBERS, CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, COMPLIANCE
AND LEGAL DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: REQUIREMENTS FOR CONDUCTING A PUBLIC BUSINESS ON THE TRADING FLOOR;
FLOOR COMMUNICATIONS
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Exchange staff has received inquiries seeking clarification of Exchange requirements for members and
member organizations conducting, or intending to conduct, a public business on the Exchange Floor.
Accepting orders from anyone other than a registered broker-dealer constitutes a public business. The
requirements outlined herein are restatements of existing Exchange rules and policy. Members and
member organizations who anticipate conducting a public business from the Floor should also refer to NYSE
Information Memos Number 91-25, 93-37, 99-55, 01-02 and 01-18 or contact the Exchange to discuss the
regulatory ramifications of doing so.

Series 7 / 7A Registration, Dual Employment, and “Pork Chop” Arrangements

Any person associated with a member or member organization that conducts a public business (other

than with a “professional customer” 1  ) must pass the Series 7 Examination. A member, or other person
associated with a member or member organization (e.g., trading assistant) who conducts a public business
from the Floor solely with professional customers must pass either the Series 7 or the Series 7A Examination.

All registration candidates must submit a Form U-4 2   and a fingerprint card to Web CRD. Sole proprietors,
or employees thereof, need not be associated with a member organization that is approved to do a public
business to sit for the Series 7 or 7A examinations in anticipation of conducting a public business. Floor
members and associated persons who anticipate taking the Series 7 or 7A in order to conduct a public
business are not required to satify the four month training requirement prescribed under NYSE Rule 345.15
and its Interpretation for general securities registered representative candidates.

A member (e.g., sole proprietor) who is not approved to conduct a public business may become associated
as a part-time registered representative (i.e., Series 7 or 7A qualified) with another member or member
organization (the secondary organization) who is approved to do business with public customers. The
member or member organization employing such part-time registered representative is responsible for
supervising the registered representative's activities performed on its behalf. Accordingly, the customer
accounts of a part-time registered representative must be recorded on the books of the employing
member or member organization and such employing member or member organization is responsible
for knowing the customers pursuant to Rule 405 and for monitoring the activity of the customer
accounts.

Member or member organization employers must bill and receive all commissions generated from the public
business and then may make payment to the registered representative. Registered representatives may not
bill public customers directly.

In all dual employment situations, the primary and secondary employers must file a Form U-4. Each Form
U-4 must reflect all employment associations of the named individual. Compensation paid by the secondary
employer not related to “supervisory” activities may be reflected on either Form W-2 or Form 1099.

Floor employees, such as Trading Assistants, who are party to “pork chop” 3   arrangements are subject to
the requirements outlined above with respect to both registration and supervision.

Requirements for Conducting a Public Business

The following points serve as a general guide.

Members and member organizations that transact business for public customers must:

• Provide for supervision of full-time and part-time registered representatives (see Rule 342) which
includes supervision by a Series 10 (“Branch Office Manager”) Examination qualified individual. If
there are four or more registered persons conducting a public business on the Floor, the Series 10
Examination qualified individual must be on site.
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• Have a qualified Compliance Official 4  . If income generated by the public business of the member
or member organization is greater than $500,000 the Compliance Official must pass the Series 14
Examination (“Compliance Official Qualification Examination”).

• Have a Series 27 (“Financial and Operations Principal”) or Series 28 (“Introducing Broker-Dealer/
Financial and Operations Principal”) Examination qualified person, as applicable. Any person having
the status or performing the function of “principal executive officer” must qualify as an allied member
5  .

• Comply with state registration requirements prescribed for conducting a public business.
• Have an annual audit of financial statements and reports conducted in accordance with the audit

requirements of the Exchange and of the applicable requirements of the Securities and Exchange
Commission by independent public accountants (see NYSE Rule 418).

• Meet capital requirements prescribed for conducting a public business (see SEA Rule 15c3-1).
• Maintain fidelity bond coverage (see NYSE Rule 319).
• Maintain P&S blotters, order tickets, and account documents and make them available for

Exchange review (see SEA Rules 17a-3 and 17a-4 and NYSE Rules 410, 418 and 440).
• File and update organizational documents as required (see NYSE Rules 304, 311, 312 and 313).
• Maintain a current Form BD (see SEA Rule 17a-3(a)(12)(i)(h)).
• File FOCUS PART IIA quarterly (see SEA Rule 17a-5(a)(2)(i)/02 in the NYSE Interpretation

Handbook).
• Have an approved carrying agreement under NYSE Rule 382.
• Comply with “Know your Customer” responsibilities (see NYSE Rule 405).

Floor Communications

Members and member organizations are reminded that NYSE Rule 36 (“Communications Between Exchange
and Members' Offices”) states that “[n]o member or member organization shall establish or maintain any
telephonic or electronic communication between the Floor and any other location without the approval of
the Exchange.” Private cell phones, whether used by employees or guests, may not be used on the Trading
Floor. For additional information regarding telephone communication links with the Floor, reference should be
made to NYSE Information Memo Number 87-16.

Further, the only permissible use of wireless data devices on the Floor is through the Exchange's Wireless
Data System program, which has been filed with and approved by the Securities and Exchange Commission.
If you have any questions on this matter, or if you would like copies of the Wireless Data System filings
which contain permissible communication devices, you should call Dennis Covelli at (212) 656-6918 or Dave
Bartges at (212) 656-6834.

Questions regarding this memo may be directed to your Finance Coordinator, or to Stephen A. Kasprzak at
(212) 656-5226.

___________________________

Salvatore Pallante

Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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1  A professional customer includes a bank, trust company, insurance company, investment trust, state
or political subdivision thereof, charitable or nonprofit educational institution regulated under the laws
of the United States, or any state, or pension or profit sharing plan subject to ERISA or of an agency
of the United States or of a state or a political subdivision thereof or any person who has, or has under
management, net tangible assets of at least sixteen million dollars. (NYSE Interpretation Handbook Rule
345.15/02).

2  Uniform Application for Securities Industry Registration or Transfer.
3  "Pork chop" is a Floor term that refers to an arrangement where a Floor employee at a booth answers

the phone, receives an order for, and passes such order to, and is compensated by a Floor broker other
than the registered owner of the booth.

4  See NYSE Rule 342.13.
5  See NYSE Rules 311(b)(5), 304(b), and their Interpretations.
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November 17, 2003

  
New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 Member Firm Regulation

NYSE

ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: REDUCTION IN BRANCH OFFICE FEES

On November 6, 2003, the Securities and Exchange Commission approved amendments to the Exchange's
2003 Price List that reduce branch office registration fees for member organizations with more than one-
thousand branch offices. 1 The amendments, which are retroactive to January 1, 2003, apply to both initial
and annual maintenance branch office fees. Credits to eligible member organizations will be reflected on their
next monthly member invoice.

The new Price List fee schedule is as follows:

• $350 for each of the first 1,000 branch offices (unchanged);
• $150 for each of the next 2,000 branch offices (reduced from $250); and
• $125 for each branch office over 3,000 (reduced from $225).

Any questions regarding this Memo may be directed to Evelyn Kriegel at (212) 656-6444.

________________________________________

Salvatore Pallante

Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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November 14, 2003

  
New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 NYSE

Market Surveillance

ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: TRADING OF ISHARES® DOW JONES SELECT DIVIDEND INDEX FUND: RULES 13, 36.30,
98, 104, 105(L), 123C, 123D

Trading in a new Exchange-Traded Fund (“ETF” or “Fund”), the iShares® Dow Jones Select Dividend Index
Fund (symbol: DVY), began on the NYSE on November 7, 2003. For information on other series of the
iShares® Trust that trade on the Exchange on an UTP basis, see Information Memo 02-36 (August 5, 2002).

The purpose of this memorandum is to outline various rules and policies that will be applicable to trading in
this new Fund.

Background Information on the Fund

Barclays Global Fund Advisors (the “Advisor”) is the investment advisor for the Fund. The Advisor is
registered under the Investment Advisers Act of 1940. The Advisor is a wholly owned subsidiary of Barclays
Global Investors, N.A., which is in turn a wholly owned indirect subsidiary of Barclays Bank PLC of the United
Kingdom. SEI Investments Distribution Co. (the “Distributor”), a Pennsylvania corporation and brokerdealer
registered under the Securities Exchange Act of 1934 (the “Act”), is the principal underwriter and distributor of
Creation Unit Aggregations (as defined below) of iShares®. The Distributor is not affiliated with the Exchange
or the Advisor.

According to the Fund's prospectus, the investment objective of the Fund is to provide investment results that
correspond generally to the price and yield performance of its underlying index. The underlying index for the
Fund is the Dow Jones Select Dividend Index (the “Index”). This Index measures the performance of high
dividend-yielding U.S. companies. The Index is comprised of 50 of the highest dividend-yielding companies
(excluding REITs) included in the Dow Jones U.S. Total Market Index. The companies in the Index must have
had a positive 5-year dividend growth rate and an average 3-year dividend payout ratio of approximately 60%
or less. The stocks included in the Index are weighted using a modified market capitalization method. The
companies are selected from the Total Market Index, which is itself a market capitalization weighted index,
and then weighted by dividend per share. The Index is reconstituted annually.

According to the Fund's prospectus, in seeking to achieve its investment objective, the Fund utilizes a
replication strategy to try to track the Index. This strategy involves investing in substantially all of the
securities in the Index in approximately the same proportion as in the Index.
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According to the Fund's prospectus, the Fund invests at least 90% of its assets in the securities of its Index.
The Fund may invest up to 10% of its assets in securities not included in its Index. The Fund may also invest
its other assets in futures contracts, options on futures contracts, options, and swaps related to its Index, as
well as cash and cash equivalents, including shares of money market funds affiliated with the Advisor.

For a more complete description of the Fund and the Index, visit www.ishares.com.

Issuance of Creation Unit Aggregations

In General. Shares of the Fund will be issued on a continuous offering basis in groups of 50,000 shares or
more. These “groups” of shares are called “Creation Unit Aggregations.” The Fund will issue and redeem
Fund shares only in Creation Unit Aggregations. As with other open-end investment companies, Fund shares
will be issued at the net asset value (“NAV”) per share next determined after an order in proper form is
received.

Exchange Rules Applicable to the Trading of ETFs, Including iShares® Dow Jones Select
Dividend Index Fund

Generally, the rules applicable to ETFs are applicable to the iShares® Dow Jones Select Dividend Index
Fund since the Fund falls within the definition of an Investment Company Unit, as provided in Paragraph
703.16 of the Listed Company Manual and Exchange Rule 1100. See Information Memo Number 01-20 (July
31, 2001), which was issued in connection with the UTP trading of the NASDAQ 100 Trust (symbol QQQ),
Standard and Poor's Depositary Receipts (symbol SPY) and the Dow Industrials DIAMONDS (symbol DIA).
The applicable rules from Information Memo Number 01-20 as well as certain exemptions from the Act and
NYSE Rules are reiterated below.

Application of Certain NYSE Rules to ETFs

Rule 104 - Rules 104.20 and 104.21 provide a capital requirement for specialists of $500,000 per ETF. A
specialist unit registered only in an ETF would be subject to the $1,000,000 minimum capital requirement of
Rule 104.20.

In addition, Rule 104 facilitates specialist market making in ETFs. Specialists may engage in “parity”
transactions on direct destabilizing ticks without obtaining Floor Official approval. A “parity” transaction in an
ETF would be a trade to bring the security into line with the value of the securities comprising the ETF, or the
value of a futures contract on the index on which the ETF is based.

Rule 13 - Commentary .30 to Exchange Rule 13 provides that stop and stop limit orders in an Investment
Company Unit shall be elected by a quotation, but specifies that if the electing bid on an offer is more than
0.10 points away from the last sale and is for the specialist's dealer account, prior Floor Official approval is
required for the election to be effective. This rule applies to Investment Company Units generally.

Rule 36.30 - Rule 36.30 governs the establishment of telephone or electronic communications between the
Exchange's trading floor and any other location. Rule 36 provides that a specialist registered in an ETF may
use a telephone or order entry terminal to enter an order in the ETF itself, in a component security of the ETF,
or in an options or futures contract related to the ETF. In addition, the specialist may use a post telephone to
obtain market information with respect to such ETFs, options, futures, or component securities. The text of
Rule 36 makes clear that if an order in a component security of such ETF is to be executed on the Exchange,
the order must be entered in compliance with NYSE Rule 112.20 and SEC Rule 11a2-2(T), and must be
entered only for the purpose of hedging a position in the ETF.

The specialist may not use the post wire to call a specialist on the NYSE registered in a component stock
of the ETF to enter an order, nor may the specialist use a SuperDOT terminal to send an order directly via
SuperDOT to another specialist. The specialist registered in an ETF is not registered in the component
stocks, and therefore is not permitted to initiate an “on Floor” order in such a stock.
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Exchange members, including specialists, are permitted to enter an “off-Floor” order. NYSE Rule 112.20
codifies the principle that a member may use a “communication facility” on the Floor of the Exchange to call
an off-Floor location and enter a proprietary order. The order is deemed to be an “off-Floor” order (not an
order initiated on the Floor, or an “on Floor” order), provided the order is routed through a clearing firm's
order room, and is transmitted to the Floor for execution by an unaffiliated member. This latter provision is
consistent with SEC Rule 11a2-2(T), which permits executions of off-floor member proprietary orders by
unaffiliated members. These rules do not impose restrictions on the types of orders which may be executed
pursuant to the exemptive relief provided. Under the amendment to Rule 36, any orders in a component stock
of an ETF entered for execution on the Exchange from the specialist's post, either by telephone or by means
of a SuperDOT terminal, would have to be routed through a clearing firm's order room and transmitted back
to the Floor for execution without the specialist in the ETF interacting with the order or participating in the
execution in any way.

Rule 123C - Market-on-Close/Limit-At-The-Close Policy

Orders in ETFs are not subject to the Exchange's Market-On-Close (“MOC”)/Limit-atthe-Close (“LOC”) policy
concerning order entry limitations, cancellation of orders during a regulatory halt, imbalance publications, and
any other limitations or procedures with respect to MOC/LOC procedures. A MOC/LOC order in an ETF can
be entered at any time without regard to the limitations of the Exchange's MOC/LOC policies. In addition,
the closing price of an ETF will not be subject to publication of imbalances under the Exchange's MOC/LOC
policy.

Rule 123D- Pre-Opening Price Indications Policy

Similarly, the Exchange's policies regarding mandatory dissemination of pre-opening price indications (other
than ITS pre-opening notifications) in the case of significant order imbalances and potentially large price
dislocation from the prior close would not apply to ETFs.

Both the MOC/LOC procedures and the mandatory pre-opening price indications policy are intended to
solicit offsetting contra side interest to minimize price dislocation. This rationale does not apply in the case of
ETFs, which are derivatively priced in relation to, among other things, the values of the underlying component
securities, regardless of the extent of an order imbalance.

Rule 105(l) - Rule 105(l), which prohibits affiliates of specialist units from acting as a primary market maker
in the option on a specialty security, permits such activity with respect to options on a Fund for affiliates
of specialists that have Rule 98 approved procedures in place. The Exchange believes that, as ETFs are
derivatively priced, the conflicts of interest with respect to market making in both the underlying security and
its corresponding option are minimized in this case. The Exchange will also permit a Rule 98 affiliate of the
ETF specialist to act in a market making capacity (but not as a specialist) in the ETF itself on another market
center.

Rule 98 - Exchange Rule 98 provides that affiliates of a specialist organization can receive an exemption
from certain rules applicable to specialists (principally impacting proprietary trading and investment banking),
provided they establish a system of information barriers between themselves and the affiliated specialist. One
of the conditions for the Rule 98 exemption is that the specialist organization be capitalized separate and
apart from any affiliate. The Exchange has deleted this requirement in the case of a specialist organization
that is registered only in ETFs. The Exchange believes that the separate capitalization requirement is not
required in this instance, and that the question of adequacy of capital can be appropriately addressed by the
special allocation committee which will allocate the ETF. However, a specialist organization that is registered
only in ETFs will remain subject to the minimum capital requirements specified in Rule 104.20.

Hours of Trading -This ETF will trade until 4:00 p.m.
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Exemptive, Interpretive and No-Action Relief Under Federal Securities Regulations and
NYSE Rules

The Securities and Exchange Commission (“SEC”) has issued exemptive, interpretive and no-action relief
from certain provisions of and rules under the Act regarding trading in the above-mentioned Fund. In addition,
the Exchange has taken an interpretive position with respect to its short sale rule.

Short Sale Rules - Transactions in ETFs will not be subject to “tick” requirements of the short sale rule of the
Commission (Rule 10a-1) or the Exchange (Rule 440B). Short orders must be marked SHORT or SHORT
EXEMPT.

Regulation M Exemptions - Generally, Rules 101 and 102 of Regulation M prohibit any “distribution
participant” and its “affiliated purchasers” from bidding for, purchasing, or attempting to induce any person
to bid for or purchase, any security which is the subject of a distribution until after the applicable restricted
period, except as specifically permitted in Regulation M. The provisions of the Rules apply to underwriters,
prospective underwriters, brokers, dealers, and other persons who have agreed to participate or are
participating in a distribution of securities.

The SEC has granted an exemption from Rule 101 under Regulation M to permit persons participating
in a distribution of shares of the above-mentioned Fund to engage in secondary market transactions in
such shares during their participation in such a distribution. In addition, the SEC has granted relief under
Regulation M to permit persons who may be deemed to be participating in the distribution of shares of the
above-mentioned Fund (i) to purchase securities for the purpose of purchasing Creation Unit Aggregations of
Fund shares and to (ii) tender securities for redemption in Creation Unit Aggregations. Further, the SEC has
clarified that the tender of Fund shares to the Fund for redemption does not constitute a bid for or purchase of
any of the Fund's securities during the restricted period of Rule 101. The SEC has also granted an exemption
pursuant to paragraph (e) of Rule 102 under Regulation M to allow the redemption of Fund shares in Creation
Unit Aggregations during the continuous offering of shares.

Customer Confirmations for Creation or Redemption of Fund Shares (Rule 10b-10) - Broker-dealers who
handle purchases or redemptions of Fund shares in Creation Unit size for customers will be permitted to
provide such customers with a statement of the number of Creation Unit Aggregations created or redeemed
without providing a statement of the identity, number and price of shares of the individual securities tendered
to the Fund for purposes of purchasing Creation Unit Aggregations (“Deposit Securities”) or the identity,
number and price of shares of to be delivered by the Trust to the redeeming holder (“Redemption Securities”).
The composition of the securities required to be tendered to the Fund for creation purposes and of the
securities to be delivered on redemption will be disseminated each business day and will be applicable
to requests for creations or redemption, as the case may be, on that day. This information will be publicly
available at the Exchange and will be made available to requesting broker-dealers or other persons through
other third-party information providers. This exemptive relief under Rule 10b-10 with respect to creations and
redemptions is subject to the following conditions:

(1) Confirmations to customers engaging in creations or redemptions must state that all information required
by Rule 10b-10 will be provided upon request;

(2) Any such request by a customer for information required by Rule 10b-10 will be filed in a timely manner, in
accordance with Rule 10b-10(c);

(3) Except for the identity, number and price of shares of the component securities of the Deposit Securities
and Redemption Securities, as described above, confirmations to customers must disclose all other
information required by Rule 10b-10(a).

SEC Rule 14e-5 -An exemption from Rule 14e-5 has been granted to permit any person acting as a dealer-
manager of a tender offer for a component security of the Fund to (1) redeem Fund shares in Creation Unit
Aggregations from the issuer that may include a security subject to such tender offer and (2) to purchase
Fund shares during such tender offer. In addition, a no-action position has been taken under Rule 14e-5 if a
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broker-dealer acting as a dealer-manager of a tender offer for a security of the Fund purchases or arranges
to purchase such securities in the secondary market for the purpose of tendering such securities to purchase
one or more Creation Unit Aggregations of shares, if made in conformance with the following:

(i) such bids or purchases are effected in the ordinary course of business, in connection with a basket of 20 or
more securities in which any security that is the subject of a distribution, or any reference security, does not
comprise more than 5% of the value of the basket purchased; or

(ii) purchases are effected as adjustments to such basket in the ordinary course of business as a result of a
change in the composition of the underlying index; and

(iii) such bids or purchases are not effected for the purpose of facilitating such tender offer.

Section 11(d)(1); Rules 11d1-1 and 11d1-2 - Section 11(d)(1) of the Exchange Act generally prohibits a
person who is both a broker and a dealer from effecting any transaction in which the broker-dealer extends
credit to a customer on any security which was part of a new issue in the distribution of which he participated
as a member of a selling syndicate or group within thirty days prior to such transaction. The SEC has
clarified that Section 11(d)(1) does not apply to broker-dealers that engage in both proprietary and customer
transactions in shares of the Fund in the secondary market but do not create Creation Unit Aggregations.
The Commission has also taken a noaction position under Section 11(d)(1) of the Exchange Act that broker-
dealers may treat shares of the Fund, for purposes of Rule 11d1-2, as “securities issued by a registered
open-end investment company as defined in the Investment Company Act” and thereby extend credit or
maintain or arrange for the extension or maintenance of credit on shares that have been owned by the
persons to whom credit is provided for more than 30 days, in reliance on the exemption contained in the rule.

Rule 15c1-5 and 15c1-6 - The SEC has taken a no-action position with respect to Rule 15c1-5 and
Rule 15c1-6 as to the required disclosure of control by a broker or dealer with respect to creations and
redemptions of Fund shares and secondary market transactions therein.

Other Matters

Suitability - Pursuant to Exchange Rule 405, before a member, member organization, allied member or
employee of such member organization undertakes to recommend a transaction in ETF shares, such member
or member organization should make a determination that such shares are suitable for such customer. If
any recommendation is made with respect to such shares, the person making the recommendation should
have a reasonable basis for believing at the time of making the recommendation, that the customer has such
knowledge and experience in financial matters that he or she may reasonably be expected to be capable of
evaluating the risks and any special characteristics of the recommended transaction, and is financially able to
bear the risks of the recommended transaction.

Certain Specialist Transactions in ETFs - Rule 460.10 generally precludes certain business relationships
between an issuer and the specialist in the issuer's securities. Exceptions in the Rule permit specialists in
ETF shares to enter into Creation Unit transactions through the Distributor to facilitate the maintenance of a
fair and orderly market. A specialist Creation Unit transaction may only be effected on the same terms and
conditions as any other investor, and only at the net asset value of the ETF shares. A specialist may acquire
a position in excess of 10% of the outstanding issue of the ETF shares, provided, however, that a specialist
registered in a security issued by an investment company may purchase and redeem the investment
company unit or securities that can be subdivided or converted into such unit, from the investment company
as appropriate to facilitate the maintenance of a fair and orderly market in the subject security.

Trading Halts - In order to halt the trading of an ETF, the Exchange may consider, among other things, factors
such as the extent to which trading is not occurring in underlying security(s) and whether other unusual
conditions or circumstances detrimental to the maintenance of a fair and orderly market are present. In
addition, trading in Fund shares is subject to trading halts caused by extraordinary market volatility pursuant
to Exchange Rule 80B.
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Prospectus Delivery - Exchange members and member organizations are hereby informed that there is a
prospectus delivery requirement of the federal securities laws applicable to the Fund. Accordingly, an investor
must receive a prospectus prior to or concurrently with the confirmation of a transaction in the Fund.

Purchases and Redemptions in Creation Unit Size - Exchange members and member organizations are
hereby informed that procedures for purchases and redemptions of iShares® in Creation Unit Size are
described in the relevant Fund prospectus and Statement of Additional Information, and that iShares® are not
individually redeemable but are redeemable only in Creation Unit Size aggregations or multiples thereof.

Surveillance. Exchange surveillance procedures applicable to trading in this ETF are comparable to those
applicable to other Investment Company Units currently trading on the Exchange.

Questions concerning the matters discussed in this Memorandum may be addressed as follows:

General Questions on ETFs

James P. McGowan

(212) 656-2490 (Exchange Traded Funds)

James F. Duffy

(212) 656-5855 (Office of the General Counsel)

Questions on:

Suitability

Stephen A. Kasprzak (Member Firm Regulation)

(212) 656-5226

Specialist Issues

Donald Siemer (Market Surveillance)

(212) 656-6940

___________________________

Regina C. Mysliwiec

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005
 NYSE

Number 03-51

November 10, 2003

ATTENTION:

CHIEF OPERATIONS OFFICER, LEGAL AND COMPLIANCE DEPARTMENTS

TO:

ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT:

CLARIFICATION TO INFORMATION MEMO NO. 03-18 RE: BOOKS AND RECORDS REQUIREMENTS
FOR FLOOR BROKERS WHO CONDUCT A PUBLIC BUSINESS - EXCHANGE RULES 36, 123 AND 440

The following is intended to clarify the SEA Rule 17a-3(a)(6) time-stamping requirements relative to Floor
Orders received from Public Customers:

Amended paragraph (a)(6) of SEA Rule 17a-3 requires members and member organizations to create,
among other things, a record of each brokerage order reflecting the time the order was received, the time
of entry, and the time of execution or cancellation. Pursuant to this rule, the “time the order was received”
means the time the broker-dealer receives the order from the customer, and the “time of entry” means the
time the broker-dealer transmits the order for execution. For some transactions, the time of order receipt and
entry may be simultaneous. The SEC has indicated that in situations where the time the order is received and
the time of entry are simultaneous or nearly simultaneous, a broker-dealer may record only one time, but it
must be clear from the order ticket or other record of each brokerage order that the time of receipt was the
same as the time of entry. For example, members or member organizations doing a Direct Access business
may receive an order directly from a public customer on the Exchange Floor. Using this example, one time
recorded on the Floor order ticket, which is distinguishable from an upstairs ticket, can be used to represent
both the time of receipt and the time of entry (which are simultaneous because the customer has called the
Floor directly and the broker-dealer need not forward the order to the Floor for execution). The member or
member organization will still be responsible for denoting time of execution or cancellation on the order ticket
or elsewhere to be in compliance with SEA Rule 17a-3(a)(6).

Questions concerning the time-stamping of Floor orders may be directed to your firm's Finance Coordinator.

___________________________

Salvatore Pallante
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Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005
 NYSE

Member Firm Regulation

November 10, 2003

ATTENTION:

MANAGING PARTNER, CHIEF EXECUTIVE OFFICER, BRANCH OFFICE MANAGERS, COMPLIANCE
OFFICER, TRAINING AND HR DIRECTORS

TO:

ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT:

CONTINUING EDUCATION FIRM ELEMENT ADVISORY

Exchange Rule 345A (Continuing Education for Registered Persons) requires members and member
organizations to maintain a current Firm Element training program for registered persons who have direct
contact with customers, and for their immediate supervisors. This Firm Element training should be specifically
tailored to the business of the members and member organizations, and must be evaluated and updated at
least annually.

The Exchange, in conjunction with the Securities Industry/Regulatory Council on Continuing Education, has
identified topics that are particularly relevant to the industry at this time and may be appropriate for members
and member organizations to include in their Firm Element training. These topics are identified in the attached
Firm Element Advisory.

As part of the amendments to research analyst/broker-dealer disclosure and conflicts of interest and related
reporting requirements, the SEC has approved amendments to NYSE Rule 345A. Covered registered
persons subject to the Firm Element requirement now include research analysts. Firms should take this into
consideration when planning their Firm Element Training for 2004.

Each member and member organization should consider the relevance of the topics identified in the Firm
Element Advisory to the member's or member organization's lines of business and training needs. The
attachment provides further direction for reviewing and considering the topics.

The Firm Element Advisory can also be located on the website of the Securities Industry/Regulatory Council
on Continuing Education at www.securitiescep.com.

Questions about the Continuing Education Program should be directed to Roni Meikle at (212) 656-2156 or
Pat DeVita at (212) 656-2746.

___________________________
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Salvatore Pallante

Executive Vice President

Attachments

The Securities Industry Continuing Education Program

Securities Industry Continuing Education Program Firm Element Advisory

Each year the Securities Industry/Regulatory Council on Continuing Education (Council) publishes the
Firm Element Advisory to identify current regulatory and sales practice issues for possible inclusion in
Firm Element training plans. This year's topics have been taken from a review of industry regulatory
and self-regulatory organization (SRO) publications issued since the last Firm Element Advisory of
October 2002.

The Council recommends that firms use the Firm Element Advisory as part of a firm's Firm Element
Needs Analysis to identify training topics that are relevant to the firm, including training for supervisors.
New rules or regulations, such as the Research Analyst Rules; major regulatory examination findings,
such as those relating to mutual fund sales practices; ethics and professional conduct; and any new
products or services the firm plans to offer should be considered as topics for Firm Element training.

The Council provides a convenient way for firms to access the training resources listed next to each
topic in the Firm Element Advisory—the CE Council Web Site at www.securitiescep.com. In addition to
the Firm Element Advisory material, there are also two additional resources to assist with Firm Element
requirements. The first is the Firm Element Organizer. This is an easy-to-use software application
that enables you to search an extensive database of training resources related to specific investment
products or services you identify. The results of a search can then be edited into a document that will
assist developing a Firm Element training plan. A tutorial on the CE Council Web Site demonstrates
how to use the Firm Element Organizer. The second potential Firm Element resource comprises
scenarios taken from the Regulatory Element Supervisor (S201) and General (S101) programs that
may be suitable for Firm Element training.

For more information, log on to www.securitiescep.com, or phone Roni Meikle, Continuing Education
Manager, New York Stock Exchange (212-656-2156), or John Linnehan, Director, Continuing
Education, NASD (240-386-4684).

Training Topics and Relevant Training Points and References

Anti-Money Laundering

Anti-money laundering is an evolving topic. Many new rules and regulations have been adopted over the
past two years to carry out the mandates of the USA PATRIOT Act. These requirements place additional
due diligence, reporting, and training responsibilities on firms, supervisors, and registered representatives.
Many SROs and government agencies maintain Web sites on anti-money laundering, including NASD
(www.nasdr.com/money.asp), the U.S. Treasury (www.ustreas.gov => Bureaus => Financial Crimes
Enforcement Network (FinCen) (www.fincen.gov)), and the SIA (www.sia.com => Reference Materials =>
Anti-Money Laundering Guidance).

See also, MSRB Notice 2003-28 (July 16, 2003), Approval by SEC of Rule G-41, on Anti-Money Laundering
Compliance, NASD Notice To Members 02-47, Anti-Money Laundering: Treasury Issues Final Suspicious
Activity Reporting Rule For Broker/Dealers, August 2002; NASD Notice to Members 03-34, Anti-Money
Laundering Customer Identification Programs for Broker/Dealers, June 2003, and NYSE Information Memos
03-32, Customer Identification Programs For Broker-Dealers, July 14, 2003; 03-03, Lifting Of The Temporary
Moratorium On Information Requests Under Section 314 Of The USA PATRIOT Act, February 20, 2003;
02-64, USA PATRIOT Act Updates: Section 356 Requirement To Report Suspicious Transactions; Deadline
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Extension For Sections 313 And 319, December 24, 2002; 02-46, Compliance With Section 326 (“Verification
Of Identification”) Of The USA PATRIOT Act, October 31, 2002 (www.nyse.com => Regulation => Information
Memos).

Brokered Certificates of Deposit

NASD and the NYSE have provided guidance to their members that offer non-traditional certificate of deposit
(CD) products. Typically, these products are long-term CDs offered by “deposit brokers” that carry a maturity
date of more than one year, are callable at the discretion of the issuer, and trade in a secondary market.
In certain circumstances, these products are securities. Irrespective of whether a particular CD product is
a security, members must ensure that their registered representatives are properly trained and informed
about the products, and that customers receive adequate disclosure of risk factors. Members are advised
to carry CD products at fair market value on customer account statements. See Notice to Members 02-69,
Certificates of Deposit: Clarification of Member Obligations Regarding Brokered Certificates of Deposit,
October 2002; NYSE Information Memo 01-19, Long-Term Certificates Of Deposit - Sales Practices, July 20,
2001 (www.nyse.com => Regulation => Information Memos).

Business Conduct

Ethics

Firms should be aware of the importance of ethics and professional responsibility as topics to include in
their Firm Element training programs. Although the Securities Industry/Regulatory Council on Continuing
Education (CE Council) will enhance the Regulatory Element programs via the introduction of scenarios and
cases that will stress awareness of the ethical dimension to situations involving conflicts of interest, peer
pressure, reputational risk, etc., Firm Element programs have certain advantages. Firm Element programs
can utilize small, personal, and interactive training settings where different viewpoints and values can be
expressed, evaluated, and shared. They can also deal with issues that are specific to the firm.

Beginning in 2004, when amendments to SRO continuing education rules regarding research analysts
become effective (see Research Analysts' Conflicts of Interest, below), research analysts will be required
to be registered and will be subject to the Firm Element as well as the Regulatory Element. Firm Element
training for research analysts, and their immediate supervisors, must include ethics, professional
responsibility, and other more specific topics. While not mandated for all other registered persons, the CE
Council urges firms to carefully consider ethics and professional responsibility as they relate to other Firm
Element training topics.

Guarantees and Sharing in Customer Accounts

On February 12, 2003, the Securities and Exchange Commission (SEC) approved amendments to NASD
Rules 2330(e) (Prohibition Against Guarantees) and 2330(f) (Sharing in Accounts; Extent Permissible).
The amendments to Rule 2330(e) clarify that members and their associated persons are prohibited from
guaranteeing any customer against loss in connection with any securities transaction or in any securities
account of the customer. Rule 2330(f) has been amended to require that associated persons obtain prior
written authorization from their employing member firm and that members and associated persons obtain
prior written authorization from the customer before sharing in a customer's account. The amendments also
delete from Rule 2330(f) the requirement that members and associated persons obtain the prior written
authorization of the member carrying the account before sharing in a customer's account. See NASD Notice
to Members 03-21, Prohibition Against Guarantees and Sharing in Customer Accounts, April 2003. See also
NYSE Rule 352 (Guarantees and Sharing in Accounts) related to this topic.

Hedge Funds

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

133

http://prod.resource.cch.com/resource/scion/citation/pit/02-46/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/01-19/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE352/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


Broker/dealers that offer hedge funds to their clients must fulfill their obligations to 1) provide balanced
disclosure in promotional efforts; 2) perform a reasonable-basis suitability determination; 3) perform a
customer-specific suitability determination; 4) supervise associated persons selling hedge funds and funds
of hedge funds; 5) train associated persons regarding the features, risks, and suitability of hedge funds.
See NASD Notice to Members 03-07, NASD Reminds Members of Obligations When Selling Hedge Funds,
February 2003, and NASD Investor Alert, Funds Of Hedge Funds - Higher Costs And Risks For Higher
Potential Returns, August 23, 2002, at www.nasdr.com/alert_hedgefunds.htm.

Municipal Fund Securities

529 Plan Sales Material

The market for municipal fund securities, especially Section 529 College Savings Plans, is growing.
Municipal fund securities represent investments in pools of securities, such as securities issued by registered
investment companies. Municipal fund securities are municipal securities regulated by the MSRB. All sales
materials related to them must comply with MSRB rules, including MSRB Rule G-21. In addition, certain sales
materials for municipal fund securities must also comply with the advertising rules of the SEC and NASD,
including NASD Rule 2210. See NASD Notice to Members 03-17, Municipal Fund Securities: Sales Material
for Municipal Fund Securities, March 2003.

Principals supervising the sale of municipal fund securities must be appropriately qualified and hold either
a Series 53 or Series 51 license. For more information, see NASD's Web Site at www.nasd.com/Investor/
Choices/College/ and the MSRB Web Site at ww1.msrb.org/msrb1/mfs/default.asp.

Sales to Employees of Other Dealers

MSRB Rule G-28 has been amended to exempt transactions in municipal fund securities from the
requirement that a dealer opening an account for another dealer's employee (or a spouse or child of the
employee) provide notice to the other dealer and follow the other dealer's instructions with respect to
transactions for the employee (or spouse or child).

See MSRB Notice 2003-9 (March 4, 2003), SEC Approves Amendment to Rule G-28 on Sales to Employees
of Other Dealers (ww1.msrb.org/msrb1/archive/G-28approval.htm).

Municipal Securities

Consultants

MSRB Rule G-38 defines a consultant as any person used by a dealer to obtain or retain municipal securities
business through direct or indirect communication by such person with an issuer on the dealer's behalf where
the communication is undertaken by such person in exchange for, or with the understanding of, receiving
payment from the dealer or any other person. Dealers must disclose to issuers certain information about their
consultants and report certain information about their consultants to the MSRB on Form G-37/ G-38, including
certain of their consultants' political contributions to issuer officials and payments to state and local political
parties.

See MSRB Rule G-38: Consultants, MSRB Rule Book.

Political Contributions and Prohibitions on Municipal Securities Business

A recent rule change revised the definition of municipal finance professional (MFP) so that associated
persons “primarily engaged” in municipal securities representative activities based on their retail sales of
municipal securities are excluded from the definition. Any retail sales representatives who solicit municipal
securities business from issuer officials remain covered under the rule as MFPs.

The look back and look forward provisions have been revised. The revisions produce the following results:
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MFPs primarily engaged in municipal securities representative activities: The two-year look back is
retained, and the look forward is reduced to one year.

Solicitor MFPs: The two-year look back is retained, but limited only to contributions to officials of the issuer
solicited, and the look forward is reduced to one year.

Supervisor and management-level MFPs: The look back is reduced to six months and the look forward is
reduced to one year.

Dealers are prohibited from engaging in municipal securities business with a municipal securities issuer within
two years after any contribution to an official of such issuer made by the dealer, any MFP, or any political
action committee controlled by the dealer. A dealer that has triggered the ban may seek an exemption from
the appropriate regulatory agency, or, in certain limited circumstances, use an automatic exemption. MSRB
Rule G-37 describes relevant factors to be considered by the appropriate regulatory agency in determining
whether to grant an exemption.

See MSRB Notice 2003-25 (June 30, 2003), Electronic G-37 Submission System (eG-37 System) Becomes
Operational (www.msrb.org/msrb1/archive/eG-37AnnouncementNotice.htm); and MSRB Notice 2003-17
(May 12, 2003), SEC Approves Amendments to Rule G-37 Revising the Exemption Process and the
Definition of Municipal Finance Professional (ww1.msrb.org/msrb1/archive/G-37approval503.htm).

Qualifications

Dealers are required to ensure that their supervisors are appropriately qualified for their area of responsibility.
The principal who serves as the primary contact for electronic communications from the MSRB must be
qualified as a municipal securities principal or a municipal fund securities limited principal. The individual
who is directly engaged in the functions of a municipal securities principal in a firm that limits its municipal
securities activities to municipal fund securities must be qualified as a municipal securities principal or a
municipal fund securities limited principal.

See MSRB Notice 2003-6 (February 28, 2003), Reminder: To Supervise Municipal Fund Securities Activities,
a Municipal Fund Securities Limited Principal (Series 51) or Municipal Securities Principal (Series 53)
Qualification is Required by April 1, 2003 (ww1.msrb.org/msrb1/-archive/noticeG-3.htm); and MSRB Notice
2003-26 (July 1, 2003), Notice of Technical Amendments to Form G-40, on E-Mail Contacts (ww1.msrb.org/
msrb1/archive/G-40Revisedform.htm).

Transaction Reporting

Broker/dealers have an obligation to report their municipal securities transactions to the MSRB accurately and
on time. Transaction information is made available to the public, and to the NASD and other regulators for
market surveillance and enforcement activities.

See NASD Notice to Members 03-13, MSRB Rules G-12 and G-14: NASD Reminds Firms about Transaction
Reporting Requirements and Announces Enforcement Actions Against Firms for Violations of MSRB
Transaction Reporting Rules G-12 and G-14; MSRB Notice 2003-7 (March 3, 2003), Reminder Regarding
MSRB Rule G-14, Transaction Reporting Requirements (ww1.msrb.org/msrb1/archive/-TRSnotice0203.htm);
see also the section on Municipal Price Reporting/Transaction Reporting System on the MSRB Web Site,
www.msrb.org.

Mutual Funds

Breakpoints and Share Classes

Failure to provide customers with appropriate mutual fund discounts is conduct that violates SRO rules.
NASD has issued Special Notice to Members 02-85 (NASD Requires Immediate Member Firm Action
Regarding Mutual Fund Purchases and Breakpoint Schedules, December 2002) and two Investor Alerts
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regarding mutual funds to make investors aware of share classes and breakpoints. Broker/dealers should
remind their associated persons of their obligation to ensure that their clients are charged the lowest
possible front-end sales charge. See NASD Investor Alerts: Class B Mutual Fund Shares: Do They Make
the Grade? (www.nasdr.com/alert_classb_funds.htm), dated June 25, 2003; Mutual Fund Breakpoints: A
Break Worth Taking (www.nasdr.com/alert_breakpoint.htm), and Understanding Mutual Fund Share Classes
(www.nasdr.com/alert_mfclasses.htm), both dated January 14, 2003.

Note that the Report of the Joint NASD/Industry Task Force on Breakpoints (www.nasdr.com/
breakpoints_report.asp, page 15) recommends greater focus on breakpoint rules, terms, and considerations
in Firm Element training.

To stay current on this important topic, firms should monitor NASD's Breakpoint Web Site: www.nasdr.com/
breakpoints_members.asp.

Late Trades and Market Timing

Investment Company Act Rule 22c-1(a) generally requires that redeemable securities of investment
companies be sold and redeemed at a price based on the net asset value (NAV) of the fund computed after
the receipt of orders to purchase. It is a violation of NASD Rule 2110 (Standards of Commercial Honor and
Principles of Trade), and may be a violation of the federal securities laws and NASD Rule 2120 (Use of
Manipulative, Deceptive or Other Fraudulent Devices), for member firms and their associated persons to
knowingly or recklessly effect mutual fund transactions that are priced based on NAV that is computed prior
to the time the order to purchase or redeem was given by the customer. Furthermore, it may be a violation
of NASD Rule 2110 and the federal securities laws to knowingly or recklessly facilitate certain mutual fund
transactions, such as market timing transactions, in conjunction with, or with the acquiescence of, a mutual
fund sponsor, fund administrator, investment adviser, underwriter, or any other affiliated person where those
other parties acted contrary to a representation made in the prospectus or statement of additional information
pursuant to which the mutual fund shares are offered.

See NASD Special Notice to Members 03-50, Mutual Fund Transactions: NASD Reminds Member Firms
of Their Obligations Regarding Mutual Fund Transactions and Directs Review of Policies and Procedures,
September 2003.

Options

Supplement to the Options Disclosure Document

The SEC approved the Options Clearing Corporation's supplement to the Options Disclosure Document
(ODD) relating to:

1) Options on Investment Companies and Similar Entities
2) Special Exercise Settlement Procedures or Restrictions that may be imposed upon the
occurrence of certain extraordinary events;
3) Disclosure that a Registration Statement and Prospectus will no longer be available from
the OCC or U.S. options exchanges.

See CBOE Regulatory Circular RG03-12 dated March 5, 2003, Supplement to the Options Disclosure
Document Regarding Exercise Settlement Values.

OTC Equity Securities

On August 22, 2002, the SEC approved new NASD Rule 2315, (Recommendations to Customers in OTC
Equity Securities) [Recommendation Rule]. Rule 2315 is intended to address abuses in transactions involving
thinly capitalized (microcap) securities. The Rule mandates that a member conduct a due diligence review
of an issuer's current financial and business information before recommending that issuer's microcap
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securities. Since the Rule does not supercede existing member obligations when recommending a security,
e.g., suitability determination, compliance with Rule 2315 does not provide a safe harbor from an RR's
responsibility to determine the appropriateness of such securities for each prospective customer. See NASD
Notice to Members 02-66, OTC Equity Securities: SEC Approves NASD Rule 2315; Recommendations to
Customers in OTC Equity Securities, October 2002.

Outside Business Activities and Private Securities Transactions

A registered person who sells a security away from his or her firm without first obtaining written approval
from the firm violates NASD Rule 3040, and a registered person who engages in an outside business activity
without prior notice to his or her firm, including the sale of non-securities products, violates NASD Rule 3030.
Registered persons are advised to provide written notice to their firms before they engage in the sale of any
financial instrument that is not approved by their firm. NYSE Rule 407 states that associated persons obtain
their employers' written approval prior to establishing or monitoring securities or commodities accounts or
entry into private securities transactions. See also NYSE Information Memo 02-40, Amendments To Rule 407
Relating To Private Securities Transactions, August 28, 2002 (www.nyse.com => Regulation => Information
Memos).

SEC-approved amendments to CBOE rules require non-supervisory associated persons who are registered
and who engage in outside business activities to provide written notice to the member organization that
employs them and receive the member's prior written consent for such outside activities. With respect to
persons registered as ROPs, FinOps, or Sales Supervisors of member organizations of which the CBOE is
the Designated Examining Authority, such individuals must have prior written authorization from the member
firm prior to engaging in any outside business activity. The member firm is also required to provide prompt
written notice to the CBOE of any outside business of registered supervisory personnel.

See CBOE Regulatory Circular RG03-37 dated June 9, 2003, Other Affiliations of Registered Associated
Persons.

Principal-Protected Funds

The recent bear market has left many investors worried more about securing the return of their investment
dollars than about the return on their investments. Some have turned to new types of mutual funds that
pledge to guarantee, for a set period of time, that the capital invested in the mutual fund or in a variable
annuity's sub-accounts will be kept safe—for a price. These products are known as “principal-protected”
funds (or, alternatively, principal protection, capital preservation, or guaranteed funds). Associated persons
should be trained in the features, risks, and suitability of principal-protected funds and explain to their clients
how they work and what they cost. See NASD Investor Alert, Principal-Protected Funds - Security Has a
Price, (www.nasdr.com/alert_principal_protected_funds.htm), dated March 27, 2003.

Registration and Reporting Requirements

Criminal and Civil Complaints and Arbitration Claims

On March 3, 2003, the SEC approved a proposal to amend NASD Rule 3070 to require members promptly
to file with NASD copies of certain criminal and civil complaints and arbitration claims that name a member
or an associated person as defendant or respondent. The amendment requires members promptly to file
with NASD copies of the following documents: (1) any criminal complaints filed against the member or plea
agreements entered into by the member that are covered by Rule 3070; (2) any securities or commodities-
related private civil complaints filed against the member; (3) any arbitration claim against the member; and (4)
any criminal complaint or plea agreement, private civil complaint, or arbitration claim against an associated
person that is reportable under question 14 on Form U4, irrespective of any dollar threshold requirements
that question imposes for notification. See NASD Notice to Members 03-23, Rule 3070: SEC Approves
Amendment to Rule 3070 to Require Filing with NASD of Criminal and Civil Complaints and Arbitration
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Claims, May 2003. See also NYSE Information Memos 03-11, Fingerprint Processing And FBI Identification
Records, March 25, 2003, and 02-52, New Forms U-4 AND U-5 Filing Procedures Through Web CRD,
November 18, 2002 (www.nyse.com) => Regulation => Information Memos).

Research Analysts' Conflicts of Interest

On May 10, 2002, the SEC approved new NASD Rule 2711 (Research Analysts and Research Reports),
as well as amendments to New York Stock Exchange (NYSE) Rule 351, (Reporting Requirements), and
Rule 472, (Communications With The Public). The intent of the new rule and rule amendments is to increase
research analysts' independence from influences within their firms and provide disclosure of conflicts of
interests that might potentially bias research analysts and the research reports they produce. Generally,
the new rule and amendments: 1) restrict the relationship between research and investment banking
departments; 2) require disclosure of financial interests in subject companies by analysts and firms; 3) require
disclosure of existing and potential investment banking relationships with subject companies; 4) impose quiet
periods for the issuance of research reports; 5) restrict personal trading by analysts; and 6) require disclosure
of information that assists investors in tracking the correlation between analysts' recommendations and stock
price movement.

On July 29, 2003, the SEC approved further amendments to these rules. The amendments are the latest
in a series of joint regulatory efforts intended to address broker/dealer and analyst conflicts of interest and
to enhance public disclosure of such potential conflicts of interest. The amendments also amend NASD/
NYSE rules to comply with the mandates of the Sarbanes-Oxley Act of 2002, and impose registration,
qualification, and continuing education requirements on research analysts. When the amendments to SRO
Continuing Education Rules become effective in 2004, research analysts will be required to be registered
and will be subject to the Regulatory Element and the Firm Element. Firm Element training for research
analysts and their immediate supervisors will be required to include ethics, professional responsibility, and the
requirements of new Research Analyst rules, e.g., NASD Rule 2711.

See NASD Notice to Members 03-44: Research Analysts and Research Reports, August 2003; NYSE
Information Memos 03-36, Amendments to Disclosure and Reporting Requirements, August 25, 2003; 03-30,
RULE 472 - Gatekeeper Requirements, July 10, 2003; 03-12, April 1st Reporting Requirement - Rules 351 &
472, March 25, 2003; Disclosure and Reporting Requirements Nos 02-55, November 29, 2002, and 02-30,
July 9, 2002 (www.nyse.com => Regulation => Information Memos).

See also NASD Notice to Members 02-39: SEC Approves Rule Governing Research Analysts' Conflicts
of Interest, July 2002; and SEC Regulation Analyst Certifications (Reg AC) at www.sec.gov/rules/
final/33-8193.htm.

NASD maintains a Web Site on this evolving topic that is continuously updated at www.nasdr.com/
analyst_guide.htm

Security Futures (also know as Single Stock Futures)

The Commodity Futures Modernization Act of 2000 lifted the ban on the trading of security futures (i.e.,
futures on narrow-based indices, single stocks, and options on securities futures). Because security futures
have different characteristics and requirements than existing securities, the SROs have adopted rules that
require any currently registered securities professional that intends to engage in a security futures business or
to supervise such activity to complete a training program covering security futures, which may be included as
Firm Element training for the pertinent registered persons. The SROs have also developed a content outline
for use in the development of the training program, which focuses on the essential information individuals
and supervisors should know before conducting a securities futures business. The content outline has five
modules:

1) Stocks and Stock Options
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2) Futures Contracts
3) Security Futures
4) Regulatory Requirements for Security Futures
5) Supervision of the Offer and Sale of Security Futures.

An individual's current registration category will determine which of these modules must be completed before
engaging in a security futures business. Series 7 registrants, for example, may not need to participate in the
training on Stocks and Stock Options. Therefore, a member firm must consider the registration category and
qualifications of persons in determining the nature and scope of his or her training.

Firms may develop their own securities futures training program or may engage a third party provider to
deliver the training program, so long as the training provided encompasses all appropriate subjects in the
SRO-developed content outline. Firms remain responsible for compliance with SRO rules in all respects
where training is developed and or administered by outside parties. NASD and the NFA have developed a
Web-based security futures training program that, if completed in the prescribed manner, would satisfy the
required training requirement. Information regarding this training program can be obtained at www.nasdr.com/
futures.asp. Note: Securities and futures SROs are in the process of developing regulatory requirements
for the registration and qualification of persons engaged in security futures contracts sales and supervision
activities. Please monitor the NASD Web Site and these other SRO Web sites for additional information:
www.nfa.futures.org, www.nyse.com, and www.amextrader.com.

Broker/dealers need to maintain records of the completion of any security futures training program designed
to satisfy the requirement. Members may be required during an examination or investigation to demonstrate
that individuals who are engaged in a security futures business have completed the required training.

For more information on security futures in general, please see: www.nqlx.com and www.onechicago.com.

Supervision

Books and Records

Branch office managers and other supervisory personnel, as well as RRs, should be aware of SEC-
approved amendments to the broker/dealer Books and Records Rules, Rule 17a-3 and Rule 17a-4 under the
Securities Exchange Act of 1934, that became effective on May 2, 2003. The amendments clarify and expand
recordkeeping requirements in connection with purchase and sale documents, customer records, associated
person records, customer complaint records, and certain other matters. The amendments also require broker/
dealers to maintain or promptly produce certain records at each office to which those records relate.

Some of the more significant aspects of the Books and Records Rules are:

The definition of “office.”
Updating Customer Account Records.
Additional Information Annotated on Order Tickets.
Additional Records Related to Associated Persons.
Retention of Communications With the Public.

For more information, see NASD's Books and Records Web Site at www.nasdr.com/books.asp, which has
links to the following: SEC Interpretive Release: Books and Records Requirements for Brokers and Dealers
Under the Securities Exchange Act of 1934, Rel. 34-47910 (5/29/03); NASD Notice to Members 01-80,
Books and Records Rules: Amendments To Broker/Dealer Books And Records Rules Under The Securities
Exchange Act Of 1934, December 2001; and Frequently Asked Questions.

See also NYSE Information Memos 03-18, I. Amended Rule 36, (Communications Between Exchange And
Members' Offices) - Cell Phones, And Requirements For Conducting A Public Business II. Clarification Of
Recent SEC Books And Records Rules, May 6, 2003, and 03-16, Effective Date For “Books And Records”
Rule Amendments, April 15, 2003 (www.nyse.com => Regulation => Information Memos).
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Also see CBOE Regulatory Circular RG03-032 dated May 2, 2003, Effective Date for “Books and Records”
Rule Amendments, and PHLX Membership Memo 0551-03 dated May 5, 2003, Amendments to Broker-
Dealer Books and Records Rules.

General Topics

Industry continuing education rules require a broker/dealer to include supervisory training for supervisors if
its Firm Element Needs Analysis establishes the need for it. Supervisors should be trained on new rules with
general application, e.g., anti-money laundering, as well as new rules relating to new products, if applicable.
Firms should reiterate with supervisors the importance of internal controls as they relate to areas such as
changing customer addresses, Letters of Authorization, mail directed to customer post office boxes, time and
price discretionary orders, and supervision of producing managers.

Broker/dealers may also find it helpful to periodically review with their supervisors various examples of
conduct that violates SRO rules, such as:

Exercising Discretion Without Prior Written Authority
Failure to Respond to SRO Information Requests
Failure to Provide Customers With Mutual Fund Breakpoints
Falsifying Documents
Forgery
Misrepresentations to Customers
Selling Away
Unsuitable Recommendations
Unauthorized Trading

Supervisors in turn may wish to share this information with the registered persons they supervise. Many
industry SROs publish information on their Web sites that illustrate improper conduct and the disciplinary
action taken by regulators. For example: NASD's quarterly Disciplinary Update at www.nasdr.com/
disc_update_- index.asp, and NYSE's Disciplinary Actions at www.nyse.com/regulations. html.

Instant Messaging

Instant messaging is a developing technology that can pose supervisory and recordkeeping challenges
for member firms. Instant Messaging's lack of formality does not exempt it from the general standards
applicable to all forms of communication with the public. Broker/dealers must supervise the use of instant
messaging consistent with the required supervision of e-mail messaging. Depending on the circumstances,
instant messaging could be either sales literature or correspondence. Compliance in each of these situations
depends on clear supervision and review procedures that are consistently followed. If a member is unable
to establish an adequate supervisory program, the member must prohibit the use of instant messaging in
customer communication. Broker/dealers must also ensure that their use of instant messaging complies
with applicable SEC and SRO recordkeeping requirements. See NASD Notice to Members 03-33, Instant
Messaging: Clarification for Members Regarding Supervisory Obligations and Recordkeeping Requirements
for Instant Messaging, July 2003.

Also, broker/dealers are required pursuant to NYSE Rule 440 and SEC Rules 17a-3 and 17a-4 to
retain records that relate to the conduct of their business. Instant messaging, while a new format for
communications, is subject to the same retention requirements as any other form of written or electronic
communications. See Information Memo 03-7, Electronic Logs And Record Retention, March 5, 2003
(www.nyse.com => Regulation => Information Memos).

Variable Annuities and Life Insurance
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Associated persons should be trained in the features, risks, and suitability of variable annuity and life
insurance contract exchanges so as to assist their clients in making informed decisions. NASD has published
a number of Investor Alerts on this subject:

Should You Exchange Your Variable Annuity? (www.nasdr.com/alert_annuityexchanges.htm)
February 15, 2001
Should You Exchange Your Life Insurance Policy? (www.nasdr.com/
alert_exchange_lifeinsurance.htm) September 23, 2002
Variable Annuities: Beyond the Hard Sell, (www.nasdr.com/alert_variable_annuities.htm) May
27, 2003

See also NASD Notice to Members 99-35, The NASD Reminds Members of Their Responsibilities Regarding
the Sale of Variable Annuities, May 1999; and Variable Annuities: What You Should Know, at www.sec.gov/
consumer/varannty.htm.

To Obtain More Information

For more information about publications contact the SROs at these addresses:

Self-Regulatory
Organization

Address and
Phone Number

Online
Address

American Stock
Exchange

American Stock Exchange Marketing
Department 86 Trinity Place New York, NY
10006 800-THE-AMEX

www.amex.com
www.amextrader.com

Chicago Board
Options Exchange

Chicago Board Options Exchange 400 S.
LaSalle Street Chicago, IL 60605 877-843-2263
e-mail: help@cboe.com

www.cboe.com

Municipal Securities
Rulemaking Board

MSRB Publications Department 1900 Duke
Street Suite 600 Alexandria, VA 22314
703-797-6600

www.msrb.org

NASD NASD MediaSource P.O. Box 9403
Gaithersburg, MD 20898-9403 240-386-4200

www.nasd.com

New York Stock
Exchange

New York Stock Exchange Publications
Department 11 Wall Street 18th Floor New York,
NY 10005 212-656-5273 or 212-656-2089

www.nyse.com

Philadelphia Stock
Exchange

Philadelphia Stock Exchange Marketing
Department 1900 Market Street Philadelphia, PA
19103 800-THE PHLX or 215-496-5158

www.phlx.com

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Member Firm Regulation

New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 NYSE

Number 03-49

November 3, 2003

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER AND CHIEF FINANCIAL OFFICER/
PARTNER AND REGULATORY REPORTING DEPT.

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: RECORDING CERTAIN BROKER-DEALER EXPENSES AND LIABILITIES

Concerns have been raised that some broker-dealers are using expense-sharing arrangements as a basis
for not recording expenses and liabilities on their books and records. In response, the Division of Market
Regulation (the “Division”) of the Securities and Exchange Commission (the “Commission”) recently issued a

guidance letter 1   addressing a broker-dealer's obligations under the financial responsibility rules 2   when a

third party 3   agrees to assume responsibility for payment of the broker-dealer's expenses.

In the Division's view, Exchange Act Rules 17a-3(a)(1) and (a)(2) require a broker-dealer to make a record
reflecting each expense incurred relating to its business and any corresponding liability:

• regardless of whether the liability is joint or several with any person;

• regardless of whether a third party has agreed to assume the expense or liability;

• whether or not the recording of the expense is required by GAAP; and

• whether or not any liability relating to the expense is considered a liability of the brokerdealer for net capital
purposes.

The guidance letter addresses nine points that outline broker-dealer responsibilities in connection with
entering into an expense-sharing agreement. A copy of the Commission's guidance letter is attached for
reference.

Members or member organizations that currently rely upon an expense-sharing agreement as a basis
for not recording expenses and liabilities on its books and records must, no later than December 1,
2003, comply with the requirements outlined in the guidance letter by preparing all applicable records
and obtaining all appropriate written documentation.

Members or member organizations that have entered into an expense-sharing agreement, but have yet to
prepare the applicable records or obtain the appropriate written documentation, may continue to file their
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FOCUS Reports as before, provided compliance with all guidance letter requirements is established no later
than December 1, 2003.

The guidance letter also requires that each member and member organization notify their Designated
Examination Authority (“DEA”) upon entering into an expense-sharing agreement if the member or member
organization has not recorded each incurred business expense on the reports required to be filed with the
Commission or their DEA under the financial responsibility rules. Such notification must include the date
of the agreement and the names of the parties thereto. A copy of the agreement must be provided by the
member or member organization to their DEA upon request.

Questions regarding this Information Memo should be directed to your Finance Coordinator.

Salvatore Pallante Executive Vice President

Attachments

July 11, 2003

Ms. Elaine Michitsch Member Firm Regulation New York Stock Exchange, Inc. 20 Broad Street New York,
New York 10005

Ms. Susan Demando Director, Financial Operations NASD Regulation, Inc. 1735 K Street, NW Washington,
D.C. 20006-1500

Re: Recording Certain Broker-Dealer Expenses and Liabilities

Dear Ms. Michitsch and Ms. Demando:

You have requested guidance from the Division of Market Regulation (“Division”) of the U.S. Securities and

Exchange Commission (“Commission”) concerning the application of the financial responsibility rules 1  
when a third party, which may include a parent, holding company, or affiliate of a broker-dealer, agrees to

assume responsibility for payment of the broker-dealer's expenses. 2   You are concerned that some broker-
dealers are using these expense-sharing agreements as a basis for not recording expenses and liabilities
on the broker-dealer's books and records. In that instance, the books and records of the broker-dealer may
not accurately reflect its performance and financial condition, artificially inflating its profitability, causing it
to appear to be in capital compliance when it is not, and possibly disguising fraudulent activity. Further,
you need access to sufficient records to verify that the broker-dealer is in compliance with the financial
responsibility rules.

Under the financial responsibility rules, broker-dealers are required to prepare certain financial statements in
accordance with generally accepted accounting principles (“GAAP”). A broker-dealer is also required to make
and keep current certain books and records relating to its business, including records “reflecting all assets

and liabilities, income and expense and capital accounts.” 3   A broker-dealer must also retain copies of all

written agreements entered into by the broker-dealer relating to its business. 4 

It is the view of the Division that:

1. Pursuant to Exchange Act Rule 17a-3(a)(1) and (a)(2), a broker-dealer must make a record reflecting
each expense incurred relating to its business and any corresponding liability, regardless of whether the
liability is joint or several with any person and regardless of whether a third party has agreed to assume the
expense or liability. A broker-dealer must make a record of each expense incurred relating to its business,
including the value of any goods or services used in its business, when a third party has furnished the goods
or services or has paid or has agreed to pay the expense or liability, whether or not the recording of the
expense is required by GAAP and whether or not any liability relating to the expense is considered a liability
of the broker-dealer for net capital purposes. One proper method is to record the expense in an amount that
is determined according to an allocation made by the third party on a reasonable basis.
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2. If the broker-dealer does not record certain expenses on the reports it is required to file with the
Commission or with its designated examining authority (“DEA”) under the financial responsibility rules, the
broker-dealer may satisfy the Exchange Act Rule 17a-3(a)(1) and (a)(2) requirement to make a record of
those expenses by making a separate schedule of the expenses.

3. If a third party agrees or has agreed to assume responsibility for an expense relating to the business of
the broker-dealer, and the expense is not recorded on the reports the broker-dealer is required to file with
the Commission or with its DEA under the financial responsibility rules, any corresponding liability will be
considered a liability of the broker-dealer for net capital purposes unless:

a. If the expense results in payment owed to a vendor or other party, the vendor or other party has agreed in

writing that the broker-dealer is not directly or indirectly liable to the vendor or other party for the expense; 5 

b. The third party has agreed in writing that the broker-dealer is not directly or indirectly liable to the third party
for the expense;

c. There is no other indication that the broker-dealer is directly or indirectly liable to any person for the
expense;

d. The liability is not a liability of the broker-dealer under GAAP; and

e. The broker-dealer can demonstrate that the third party has adequate resources independent of the broker-
dealer to pay the liability or expense.

4. Any withdrawal of equity capital, as defined in paragraph (e)(4)(ii) of Exchange Act Rule 15c3-1, from a
broker-dealer by a third party, other than a withdrawal described in paragraph (e)(4)(iii) of Exchange Act Rule
15c3-1, within three months before or within one year after the broker-dealer incurs an expense which the
third party has paid or agreed to pay, will be presumed for net capital purposes to have been made to repay
the third party for the expense of the broker-dealer, unless the broker-dealer's books and records reflect a
liability to the third party relating to the expense.

5. For purposes of determining net capital, if the broker-dealer records a capital contribution from a third party
that has assumed responsibility for paying an expense of the broker-dealer, and the expense is not recorded
on the reports the broker-dealer is required to file with the Commission or with its DEA under the financial
responsibility rules, the broker-dealer must be able to demonstrate that the recording of a contribution to
capital is appropriate. Among other things, the broker-dealer must be able to demonstrate that the third party
has paid the expense or has adequate resources independent of the broker-dealer to pay the expense and
that the broker-dealer has no obligation, direct or indirect, to a vendor or other party to pay the expense. For
net capital purposes, any equity capital withdrawn by the third party, other than a withdrawal described in
paragraph (e)(4)(iii) of Exchange Act Rule 15c3-1, within three months before or one year after the broker-
dealer incurs the expense, will be deemed to have been a repayment of the expense to the third party. For
net capital purposes, if a contribution to capital is made to a broker-dealer with an understanding that the
contribution can be withdrawn at the option of the contributor, the contribution may not be included in the
firm's net capital computation and must be re-characterized as a liability. Any withdrawal of capital as to that
contributor within a period of one year, other than a withdrawal described in paragraph (e)(4)(iii) of Exchange

Act Rule 15c3-1, shall be presumed to have been contemplated at the time of the contribution. 6 

6. If a third party agrees or has agreed to assume responsibility for an expense of the broker-dealer, the
broker-dealer must make, keep current, and preserve the following records pursuant to Exchange Act Rules
17a-3 and 17a-4:

a. If a vendor or other party has agreed that the broker-dealer is not liable directly or indirectly to the vendor
or other party for an expense, a written agreement between the broker-dealer and the vendor or other party
that clearly states that the broker-dealer has no liability, direct or indirect, to the vendor or other party; and

b. A record of each expense assumed by the third party.
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7. A broker-dealer must make, keep current, and preserve a written expense sharing agreement 7   between
the broker-dealer and a third party that has paid or agreed to pay an expense of the broker-dealer. The
agreement must set out clearly which party is obligated to pay each expense, whether the broker-dealer has
any obligation, direct or indirect, to reimburse or otherwise compensate any party for paying the expense,
and, when the broker-dealer records the expense in an amount that is determined according to an allocation
made by the third party, the method of allocation.

8. Each broker-dealer and broker-dealer applicant must be able to demonstrate to the appropriate authorities
that it is in compliance with the financial responsibility rules in connection with any expense-sharing
agreement it has entered into, and therefore it may be required to provide these authorities with access
to books and records, including those of unregistered entities, relating to the expenses covered by the
agreement.

9. A broker-dealer must notify its DEA if it enters into, or has entered into, an expense sharing agreement and
the broker-dealer does not record each of the expenses it incurs relating to its business on the reports it is
required to file with the Commission or with its DEA under the financial responsibility rules. The notification
must include the date of the agreement and the names of the parties to the agreement. The broker-dealer
must provide a copy of the agreement to its DEA upon request.

Please contact me if you have any other questions or concerns relating to this matter.

Sincerely yours,

Michael A. Macchiaroli Associate Director

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See attached letter, dated July 11, 2003, from Mr. Michael A. Macchiaroli to Ms. Elaine Michitsch (New
York Stock Exchange, Inc.) and Ms. Susan Demando (NASD Regulation, Inc.)

2  For purposes of the guidance letter, the financial responsibility rules include the net capital rule, Rule
15c-3-1 under the Securities Exchange Act of 1934 (the "Exchange Act"), and reporting and record
keeping requirements under Exchange Act Rules 17a-3, 17a-4, and 17a-5.

3  A "third party" may include a parent, holding company, or affiliate of a broker-dealer.
1  For purposes of this letter, the financial responsibility rules include the net capital rule, Rule 15c3-1

under the Securities Exchange Act of 1934 ("Exchange Act"), and reporting and record keeping
requirements under Exchange Act Rules 17a-3, 17a-4, and 17a-5.

2  If a third party pays certain expenses of a broker-dealer, that party may be required to register with the
Securities and Exchange Commission as a broker-dealer in accordance with Section 15 of the Exchange
Act.

3  Exchange Act Rule 17a-3.
4  Exchange Act Rule 17a-4.
5  This requirement does not apply to a fixed term arrangement with a lessor that was in place before the

issuance of this letter.
6  Letter from Michael A. Macchiaroli, Associate Director, Division of Market Regulation, to Raymond J.

Hennessey, Vice President, New York Stock Exchange, and Susan Demando, Vice President, NASD
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Regulation (February 23, 2000). This letter presumes that a broker-dealer's designated examining
authority could recognize an exception to this presumption under appropriate circumstances.

7  Expense sharing agreements include franchising or other agreements relating to the costs of doing
business of the broker-dealer.
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Member Firm Regulation

New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 NYSE

Number 03-48

October 23, 2003

ATTENTION:

CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, CHIEF COMPLIANCE OFFICER, AML OFFICER /
CONTACT PERSONS

TO:

ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT:

RULE 445 - INITIAL ANTI-MONEY LAUNDERING AUDIT

Rule 445 (“Anti-Money Laundering Compliance Program”) became effective on April 24, 2002 (see NYSE
Information Memo No. 02-21, dated May 6, 2002). Rule 445 requires each member organization and each
member not associated with a member organization to develop and implement an anti-money laundering
program consistent with ongoing obligations prescribed in Title III of the USA PATRIOT Act.

The prescribed obligations include the development of internal policies, procedures and controls, the
designation of a compliance officer, ongoing employee training, and an independent audit function to test the
various elements of the program.

Neither Title III, Rule 445, nor corresponding NASD Rule 3011 currently specifies time-frames within which
the independent audit function must be performed. The Exchange and the NASD, are in the process of
codifying such time-frames. Details will be included in a forthcoming Information Memo.

In the interim, the Exchange advises the membership that if an initial AML audit has not yet been
completed, members and member organizations must, at a minimum, have developed a definitive
plan for the audit that includes a detailed description of testing procedures and a timetable for their
completion.

Questions regarding this Memo may be directed to Stephen A. Kasprzak at (212) 656-5226.

___________________________

Salvatore Pallante

Executive Vice President
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October 14, 2003

  
Market Surveillance

New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 NYSE

Number 03-47

October 14, 2003

TO:

ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT:

EXPIRATION OF SHORT SALE EXEMPTION (EXCHANGE RULE 440B/ SEC RULE 10A-1)

Trading in seventeen (17) Holding Company Depositary Receipts RM (HOLDRs), a type of Trust Issued
Receipt (“TIR”), began on the NYSE on April 15, 2002 on an unlisted trading privileges (“UTP”) basis. (See
Information Memo 02-15 (April 15, 2002)).

This memorandum serves as a reminder that the Internet Infrastructure (IIH), B2B Internet (BHH), and
Internet (HHH) HOLDRs are no longer exempt from the short sale rule of the Securities and Exchange
Commission (SEC Rule 10a-1) or the Exchange (Rule 440B). Therefore, any short sale of these securities
must be made on a “plus” or “zero-plus” tick.

Information Memo 02-15 (April 15, 2002) noted that HOLDRs generally have been exempted from the short
sale rule by the SEC. The SEC's exemption letter, however, specifies that a HOLDR will lose its short-exempt
status if there should be fewer than 20 stocks in the HOLDR (or if certain other events occur).

Questions concerning this memorandum may be addressed to Donald Siemer on (212) 656-6940. General
questions on Trust Issued Receipts may be addressed to Lorraine Wang on (212) 656-5314.

___________________________

Regina C. Mysliwiec

Senior Vice President
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Member Firm Regulation

New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 NYSE

Number 03-46

October 10, 2003

ATTENTION:

CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, CREDIT AND MARGIN DEPARTMENTS,
COMPLIANCE AND LEGAL DEPARTMENTS

TO:

MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT:

CORRECTION TO INFORMATION MEMO NO. 03-42

Please replace page 3 of Information Memo No. 03-42 regarding amendments to Rule 431 (“Margin
Requirements”) with the attached new page 3. The former page erroneously included the word “draft” at the
bottom of the page.

___________________________

Salvatore Pallante

Executive Vice President
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October 1, 2003

  
Arbitration

New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 NYSE

Number 03-45

October 1, 2003

ATTENTION:

CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL DEPARTMENTS

TO:

ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT:

ARBITRATION - EXTENSION OF PILOT - WAIVER OF CALIFORNIA ETHICS STANDARDS FOR
NEUTRAL ARBITRATORS

The Securities and Exchange Commission (the “SEC”) has approved an additional extension, through
March 31, 2004, of Rule 600(g). The Rule, which relates to waiver of California Ethics Standards for Neutral
Arbitrators in Contractual Arbitrations (the “California Standards”), was approved by the SEC, on a six-month
pilot basis, on November 12, 2002. On May 12, 2003 the SEC granted an extension of the rule to September
30, 2003.

The SEC's November 12, 2002 Approval Order stated that the Exchange's Director of Arbitration would
monitor the progress of the litigation NASD Dispute Resolution, Inc. and New York Stock Exchange, Inc. v.
Judicial Council of California, No. C 02 3485 (N.D. Cal.) and determine whether there is a continuing need for
the waiver option at the end of the original pilot period.

The litigation, in which the Exchange and NASD Dispute Resolution, Inc. sought a declaratory judgment that
the California Standards are preempted by federal law, has not been concluded. On November 12, 2002,
Judge Samuel Conti dismissed the action on Eleventh Amendment grounds. A Notice of Appeal from Judge
Conti's decision has been filed with the United States Court of Appeals for the Ninth Circuit.

In the absence of a final judicial determination or legislative resolution of the preemption issue, the Exchange
has determined that it should continue the waiver option.

___________________________

Daniel Beyda

Vice President
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October 1, 2003

  
Market Surveillance

New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 NYSE

Number 03-44

October 1, 2003

TO:

ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT:

NEW RULE 80A COLLARS AND RULE 80B CIRCUIT BREAKER LEVELS FOR FOURTH QUARTER 2003

EFFECTIVE OCTOBER 1, 2003 through DECEMBER 31, 2003

• Rule 80A restrictions on index arbitrage trading in component stocks of the S&P 500 Stock Price Index sm *  

will be imposed when the Dow Jones Industrial Average sm **   (“DJIA”) is above or below its closing value on
the previous trading day by:

180 points or more

• Rule 80A restrictions will be removed when the DJIA is above or below its closing value on the previous
trading day by:

90 points or less

• Index arbitrage order entry restrictions will be re-imposed each time the DJIA advances or declines 180
points from the prior day's close.

• Rule 80B trading halts will be triggered when the DJIA declines below its closing value on the previous
trading day by:

950 points (Level 1)

1900 points (Level 2)

2850 points (Level 3)

(over)

Rule 80A

Whenever Rule 80A collars are in effect due to a decline in the DJIA, all index arbitrage orders to sell any
component stock of the S & P 500 Stock Price Index must be marked “sell plus”; and whenever the collars
are in effect due to an advance in the DJIA, all index arbitrage orders to buy must be marked “buy minus”.
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Rule 80B

Whenever a Rule 80B circuit breaker is in effect, trading in all stocks on the Exchange will halt for the time
periods specified below.

Level 1 Halt

a) before 2:00 p.m. - one hour;

b) at 2:00 p.m. or later but before 2:30 p.m. - 30 minutes;

c) at 2:30 p.m. or later - trading shall continue, unless there is a Level 2 Halt.

Level 2 Halt

a) before 1:00 p.m. - two hours;

b) at 1:00 p.m. or later but before 2:00 p.m. - one hour;

c) at 2:00 p.m. or later - trading shall halt and not resume for the remainder of the day.

Level 3 Halt

at any time - trading shall halt and not resume for the remainder of the day.

A complete discussion of the calculation of trigger values for Rule 80A and Rule 80B was published in
Information Memo No. 99-8, dated February 12, 1999 and Information Memo No. 98-15, dated April 13, 1998,
respectively.

Questions concerning these matters may be addressed to Brian McNamara at (212) 656-7086 or Donald
Siemer at (212) 656-6940.

___________________________

Regina C. Mysliwiec

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

*  "Standard & Poor's 500 Stock Price Index" is a service mark of Standard & Poor's Corporation.
**  "Dow Jones Industrial Average" is a service mark of Dow Jones & Company, Inc.
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September 29, 2003

  
New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005
 NYSE

Member Firm Regulation

ATTENTION: COMPLIANCE, LEGAL, REGISTRATION AND TRAINING DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW INTERPRETATION OF RULE 345A - CONTINUING EDUCATION QUALIFICATION
REQUIREMENTS RELATED TO SECURITY FUTURES CONTRACTS

New Firm Element Requirements

On August 22, 2003, the Securities and Exchange Commission (the “Commission”) approved an
Interpretation to NYSE Rule 345A (“Continuing Education for Registered Persons”) that requires completion
of a Firm Element continuing education program prior to either selling security futures contracts or supervising

such activity. 1   The Interpretation requires the program to impart sufficient knowledge of, and proficiency in,
security futures contracts to enable the responsible conduct of assigned functions.

Background

The Commodity Futures Modernization Act of 2000 2   (“CMFA”) lifted a nineteen-year ban on the sale of
security futures contracts. Since security futures contracts combine the characteristics of “securities” and
“futures,” the CMFA directed that they be subject to regulation by both the Commission and the Commodity
Futures Trading Commission.

Given that security futures contracts are new and unfamiliar to a majority of securities-registered persons,
the Exchange, in coordination with other securities and futures self-regulatory organizations (“SROs”), is in
the process of developing regulatory requirements for the registration and qualification of persons engaged in
security futures contracts sales and supervision activities.

In order to engage in securities sales activity, a person must be registered and qualified as a General
Securities Registered Representative (Series 7 Examination). Supervision of such activity requires
registration and qualification as a General Securities Sales Supervisor (Series 9/10 Examination) or another
examination acceptable to the Exchange (e.g., the Series 24 Examination). However, these qualification
examinations do not cover security futures contracts. A qualification examination specific to these hybrid
instruments is currently under development by the SROs.

In the interim, the Exchange and the other SROs have implemented an industry-wide requirement that
completion of a prescribed continuing education program be prerequisite to the sale or supervision of security
futures contracts.
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The program is subject to the existing Firm Element requirements prescribed in NYSE Rule 345A, including
a needs analysis and documentation of participants who attend and complete the program. Training and
content outline information can be found on the NASD's website at www.nasdr.com/futures.asp.

Further information will be provided when a qualification examination for security futures contracts has been
developed and becomes available.

The complete text of the Interpretation amendments can be found in Exhibit A of this Information Memo.
Questions regarding this Information Memo may be directed to Stephen A. Kasprzak at (212) 656-5226.

Salvatore Pallante

Executive Vice President

Attachments

Additions are underlined Exhibit A

Text of Interpretation Amendments

Rule 345A CONTINUING EDUCATION FOR REGISTERED PERSONS

(b) FIRM ELEMENT

(b)(1)

/01 Persons Subject to Firm Element

NO CHANGE

(b)(2)(i) Needs Assessment and Written Training Plan

/01 Needs Assessment

NO CHANGE

/02 Security Futures Contracts

A. General Securities Registered Representatives

A covered person may engage in sales activity related to Security Futures Contracts after completing, prior to
December 31, 2006, a Firm Element continuing education program that provides adequate knowledge of, and
proficiency in, Security Futures Contracts.

B. General Securities Sales Supervisor

A covered person otherwise qualified to supervise securities sales activity will qualify to supervise Security
Futures Contracts after completing, prior to December 31, 2006, a Firm Element continuing education
program that provides adequate knowledge of, and proficiency in, the supervision of Security Futures
Contracts.

C. Content Outline - Minimum Requirements

Minimum Firm Element continuing education program requirements pursuant to A and B above are set forth
in the Security Futures Contracts Content Outline.

D. Qualification Examinations

Persons not qualified as a General Securities Registered Representative prior to the implementation of a
Security Futures Qualification Examination will be required to pass such examination in order to engage
in or supervise Security Futures Contracts activity. Persons qualified as General Securities Registered
Representatives prior to the time a qualification examination is implemented may, prior to December 31,
2006, complete a Firm Element continuing education program in lieu of passing the qualification examination.
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Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release No. 48393 (August 22, 2003); 68 FR 52065 (August 29, 2003)
(SR-NYSE-2002-64).

2  Appendix E of Pub. L. No. 106-554, 114 Stat. 2763 (2000).
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September 29, 2003

  
New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005
 NYSE

Member Firm Regulation

ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, CREDIT AND MARGIN
DEPARTMENTS, COMPLIANCE AND LEGAL DEPARTMENTS

TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO RULE 431 (“MARGIN REQUIREMENTS”) REGARDING “GOOD FAITH”
SECURITIES

On August 19, 2003 the Securities and Exchange Commission (“SEC”) approved major revisions to

Exchange Rule 431 (“Margin Requirements”). 1   These amendments provide for margin requirements on
non-equity securities commensurate with the economic risks associated with positions in such securities
held by customers. The reduced margin requirements recognize both the quality of the securities and the
creditworthiness of the customer and therefore preserve reasonable safety and soundness standards. The
types of non-equity securities eligible for exempt account treatment have been expanded. In addition, the
term “exempt account” has been re-defined as described below.

Furthermore, the amendments impose limitations on the total amount of any uncollected marked to the
market losses permitted to be deducted from the member organization's net capital at any time as a result of
transactions with exempt accounts.

The significant changes are summarized below:

I. Definitional changes

• “Designated account” has been re-defined as the account of: i) a bank, ii) a savings association, iii) an
insurance company, iv) an investment company, v) a state or political subdivision thereof, or vi) a pension or
profit sharing plan. (See Rule 431(a)(3))

• The term “exempt account” will now mean a member organization, non-member broker-dealer registered
with the SEC, “designated account,” or any person having a net worth of at least $45 million, of which $40
million are financial assets and subject to certain registration and reporting requirements. The new financial
threshold will apply to any new credit transactions, or “roll-overs” of existing credit transactions. (See Rule
431(a)(13))

II. Reduced Margin Requirements

• Highly rated foreign sovereign debt securities 2   will now be accorded the same margin treatment as U.S.
Government securities. Such requirements range from 1% to 6%, depending on the time to maturity. (See
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Rule 431(e)(2)(A)) These securities were previously treated similar to non-convertible debt securities with a
margin requirement of 20%.

•The margin requirements for retail customers on investment grade non-equity securities have been reduced
as follows and are now comparable to the highest haircut percentages under the SEA Net Capital Rule:

1. For investment grade debt securities, from 20% to 10% of the current market value. (See Rule 431(e)(2)(C)
(i))

2. For municipal securities, from 15% to 7% of the current market value. (See Rule 431(e)(2)(B))

3. For other listed non-equity securities and other marginable non-equity securities, the percentage remains
at 20% of the current market value or 7% of the principal amount, whichever is greater. (See Rule 431(e)(2)
(C))

III. Good Faith Margin Treatment

For transactions in the following types of securities by “exempt accounts,” member organizations will be
permitted to take net capital charges or collect margin equal to marked to market losses and the percentage
requirements under the Rule (See Rule 431(e)(2)(G)):

1. The percentage is .05% of the current market value for foreign sovereign debt securities in the second
highest investment grade category.

2. The percentage is 3% for all investment grade corporate debt securities and foreign sovereign debt
securities in the lower two investment grade categories.

IV. Written Risk Analysis Methodology

In order to extend credit on “good faith” securities transactions in “exempt accounts” utilizing the new
requirements, member organizations will be required to establish and maintain a “written risk analysis
methodology.” (See Rule 431(e)(2)(H)(i)) This written risk methodology should include the following:

1. Procedures for obtaining and reviewing the appropriate customer account documentation and the customer
financial information necessary to determine exempt account status for the extension of credit under the Rule.

2. Procedures and guidelines for the determination, review and approval of credit limits to customers and
across all customers who qualify as exempt accounts under the Rule.

3. Procedures and guidelines for monitoring credit risk exposure to the organization relating to exempt
account customers.

4. Procedures and guidelines for the use of stress testing of exempt accounts in order to monitor market risk
exposure from exempt accounts individually and in the aggregate.

5. Procedures providing for the regular review and testing of these risk management procedures by an
independent unit such as internal audit, risk management or other comparable group.

V. Limitation on Net Capital Charges

Member organizations shall not effect any new transactions on behalf of exempt accounts and shall be
required to notify the Exchange if the member organization's Net capital deductions exceed either: 1) 5% of

Tentative Net Capital 3   for any one account or group of related accounts; or 2) 25% of Tentative Net Capital
for all accounts combined, if the condition still exists on the fifth business day after it was incurred. (See Rule
431(e)(2)(H)(ii))

Inquiries regarding these amendments should be directed to Albert Lucks (212) 656-5782, Olga Davis (212)
656-7227 or Patrice Vellecca (212) 656-2784.

Salvatore Pallante
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Executive Vice President

EXHIBIT A

Additions are underscored

Deletions are [bracketed]

AMENDMENTS TO RULE 431 - MARGIN REQUIREMENTS

No change to 431 (a)(1) through (a)(2)

(a)(3) [The term “designated account” means the account of a bank, trust company, insurance company,
investment trust, state or political subdivision thereof, charitable or nonprofit educational institution regulated
under the laws of the United States or any state, or pension or profit sharing plan subject to ERISA or of an
agency of the United States or of a state or a political subdivision thereof.]

The term “designated account” means the account of (i) a bank (as defined in Section 3(a)(6) of the Securities
Exchange Act of 1934), (ii) a savings association (as defined in Section 3(b) of the Federal Deposit Insurance
Act), the deposits of which are insured by the Federal Deposit Insurance Corporation, (iii) an insurance
company (as defined in Section 2(a)(17) of the Investment Company Act of 1940), (iv) an investment
company registered with the Securities and Exchange Commission under the Investment Company Act of
1940, (v) a state or a political subdivision thereof, or (vi) a pension or profit sharing plan subject to ERISA or
of an agency of the United States or of a political subdivision thereof.

No change to 431 (a)(4) through (a)(8)

(a)(9)The term “highly rated foreign sovereign debt securities” means any debt securities (including major
foreign sovereign debt securities) issued or guaranteed by the government of a foreign country, its provinces,
states or cities, or a supranational entity, if at the time of the extension of credit the issue, the issuer or
guarantor, or any other outstanding obligation of the issuer or guarantor ranked junior to or on a parity with
the issue or the guarantee is assigned a rating (implicitly or explicitly) in one of the top two rating categories
by at least one nationally recognized statistical rating organization.

(a)(10) The term “investment grade debt securities” means any debt securities (including those issued by
the government of a foreign country, its provinces, states or cities, or a supranational entity), if at the time
of the extension of credit the issue, the issuer or guarantor, or any other outstanding obligation of the issuer
or guarantor ranked junior to or on a parity with the issue or the guarantee is assigned a rating (implicitly
or explicitly) in one of the top four rating categories by at least one nationally recognized statistical rating
organization.

(a)(11) The term “major foreign sovereign debt securities” means any debt securities issued or guaranteed by
the government of a foreign country or a supranational entity, if at the time of the extension of credit the issue,
the issuer or guarantor, or any other outstanding obligation of the issuer or guarantor ranked junior to or on a
parity with the issue or the guarantee is assigned a rating (implicitly or explicitly) in the top rating category by
at least one nationally recognized statistical rating organization.

(a)(12) The term “ mortgage related securities” means securities falling within the definition in Section 3(a)(41)
of the Securities Exchange Act of 1934.

(a)(13) The term “exempt account” means

(A) a member organization, non-member broker-dealer registered as a broker or dealer pursuant to the
Securities Exchange Act of 1934, a “designated account”, or

(B) any person that

(i) has a net worth of at least forty-five million dollars and financial assets of at least forty million dollars for
purposes of paragraphs (e)(2)(F) and (e)(2)(G), and

(ii) either:

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

160

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE431/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D3%28a%29%286%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D3%28a%29%286%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT40IC%7B%23%23plus%23%23%7D2%28a%29%2817%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D3%28a%29%2841%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D3%28a%29%2841%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


(1) has securities registered pursuant to Section 12 of the Securities Exchange Act of 1934, has been subject
to the reporting requirements of Section 13 of the Exchange Act for a period of at least 90 days and has filed
all the reports required to be filed thereunder during the preceding 12 months (or such shorter period as it
was required to file such reports), or

(2) has securities registered pursuant to the Securities Act of 1933, has been subject to the reporting
requirements of Section 15(d) of the Securities Exchange Act of 1934 for a period of at least 90 days and has
filed all the reports required to be filed thereunder during the preceding 12 months (or such shorter period as
it was required to file such reports), or

(3) if such person is not subject to Section 13 or 15(d) of the Securities Exchange Act of 1934, is a person
with respect to which there is publicly available the information specified in paragraphs (a)(5)(i) to (xiv),
inclusive, of Rule 15c2-11 under that Act, or

(4) furnishes information to the Securities and Exchange Commission as required by Rule 12g3-2(b) of the
Securities Exchange Act of 1934, or

(5) makes available to the member organization such current information regarding such person's ownership,
business, operations and financial condition (including such person's current audited statement of financial
condition, statement of income and statement of changes in stockholder's equity or comparable financial
reports), as reasonably believed by the member organization to be accurate, sufficient for the purposes of
performing a risk analysis in respect of such person.

(a)(14) The term “non-equity securities” means any securities other than equity securities as defined in
section 3(a)(11) of the Securities Exchange Act of 1934.

(a)(15) The term “listed non-equity securities” means any non-equity securities that: (i) are listed on a national
securities exchange; or (ii) have unlisted trading privileges on a national securities exchange.

(a)(16) The term “other marginable non-equity securities” means

(A) Any debt securities not traded on a national securities exchange meeting all of the following requirements:

(i) At the time of the original issue, a principal amount of not less than $25,000,000 of the issue was
outstanding;

(ii) The issue was registered under Section 5 of the Securities Act of 1933 and the issuer either files periodic
reports pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934 or is an insurance company
which meets all of the conditions specified in Section 12(g)(2)(G) of the Securities Exchange Act of 1934; and

(iii) At the time of the extension of credit, the creditor has a reasonable basis for believing that the issuer is
not in default on interest or principal payments; or

(B) Any private pass-through securities (not guaranteed by an agency of the U.S. government) meeting all of
the following requirements:

(i) An aggregate principal amount of not less than $25,000,000 (which may be issued in series) was issued
pursuant to a registration statement filed with the Securities and Exchange Commission under Section 5 of
the Securities Act of 1933.

(ii) Current reports relating to the issue have been filed with the Securities and Exchange Commission; and

(iii) At the time of the credit extension, the creditor has a reasonable basis for believing that mortgage interest,
principal payments and other distributions are being passed through as required and that the servicing agent
is meeting its material obligations under the terms of the offering.

No change to 431 (b)(1) through (e)(1)

(e)(2) Exempted Securities, Non-equity Securities [Marginable Corporate Debt Securities] and Baskets.

(A) Obligations of the United States and Highly Rated Foreign Sovereign Debt Securities. - On
net “long” or net “short” positions in obligations (including zero coupon bonds, i.e., bonds with coupons

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

161

http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D12/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D13/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D15%28d%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D13/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D15%28d%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE15c2-11/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D3%28a%29%2811%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT33%7B%23%23plus%23%23%7D5/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D13%28a%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D15%28d%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D12%28g%29%282%29%28G%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT33%7B%23%23plus%23%23%7D5/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT33%7B%23%23plus%23%23%7D5/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


detached or non-interest bearing bonds) issued or guaranteed as to principal or interest by the United States
Government or [issued or guaranteed] by corporations in which the United States has a direct or indirect
interest as shall be designated for exemption by the Secretary of the Treasury, or in obligations that are highly
rated foreign sovereign debt securities, the margin to be maintained shall be the percentage of the current
market value of such obligations as specified in the applicable category below:

(i) Less than one year to maturity, 1%

(ii) One year but less than three years to maturity, 2%

(iii) Three years but less than five years to maturity, 3%

(iv) Five years but less than ten years to maturity, 4%

(v) Ten years but less than twenty years to maturity, or 5%

(vi) Twenty years or more to maturity. 6%

Notwithstanding the above, on zero coupon bonds with five years or more to maturity the margin to be
maintained shall not be less than 3% of the principal amount of the obligation.

When such obligations other than United States Treasury bills are due to mature in thirty calendar days or
less, a member organization, at its discretion, may permit the customer to substitute another such obligation
for the maturing obligation and use the margin held on the maturing obligation to reduce the margin required
on the new obligation, provided the customer has given the member organization irrevocable instructions to
redeem the maturing obligation.

(B) All Other Exempted Securities. -On any positions in exempted securities other than obligations of
the United States, the margin to be maintained shall be [15%] 7% of the current market value [or 7% of the
principal amount of such obligation, whichever is greater].

(C) Non-Equity [Non-Convertible Corporate Debt] Securities. -On any positions in non-equity [non-
convertible corporate debt] securities, [which are listed or traded on a registered national securities exchange
or qualify as an “OTC margin bond”, as defined in Section 220.2 of Regulation T of the Board of Governors of
the Federal Reserve System,] the margin to be maintained (except where a lesser requirement is imposed by
other provisions of this Rule) shall be:

(i) 10% of the current market value in the case of investment grade debt securities; and

(ii) 20% of the current market value or 7% of the principal amount, whichever amount is greater, [except on
mortgage related securities as defined in Section 3(a)(41) of the Securities Exchange Act of 1934 the margin
to be maintained for an exempt account shall be 5% of the current market value] in the case of all other listed
non-equity securities, and all other marginable non-equity securities as defined in paragraph (a)(16) of this
Rule.

[For purposes of this paragraph (e)(2)(C), an exempt account shall be defined as a member organization,
non-member broker/dealer, “designated account” or any person having net tangible assets of at least sixteen
million dollars.]

No change to 431 (e)(2)(D) through (E)

(e)(2)(F) [Cash] Transactions With [Customers] Exempt Accounts Involving Certain “Good Faith”
Securities. -[When a customer purchases an issued exempted security from or through a member
organization in a cash account, full payment shall be made promptly. If, however, delivery or payment therefor
is not made promptly after the trade date, a deposit shall be required as if it were a margin transaction, unless
it is a transaction with a “designated account”.]

On any position resulting from a transaction [in] involving [issued] exempted securities , mortgage related
securities, or major foreign sovereign debt securities [made for a member organization, or a non-member
broker/dealer, or] made for or with [a “designated] an “exempt account”, no margin need be required and any
marked to the market loss on such position need not be [marked to the market] collected. However, [where
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such position is not marked to the market, an amount equal to the loss at the market in such position] the
amount of any uncollected marked to the market loss shall be deducted in computing the Net Capital of the
member organization under the Exchange's Capital Requirements, subject to the limits in paragraph (e)(2)(H)
below.

(e)(2)(G) Transactions with Exempt Accounts Involving Highly Rated Foreign Sovereign Debt
Securities and Investment Grade Debt Securities. -On any position resulting from a transaction made
for or with an “exempt account” (other than a position subject to paragraph (e)(2)(F)), the margin to be
maintained on highly rated foreign sovereign debt and investment grade debt securities shall be, in lieu of any
greater requirements imposed under this Rule, (i) 0.5% of the current market value in the case of highly rated
foreign sovereign debt securities and (ii) 3% of the current market value in the case of all other investment
grade debt securities. The member organization need not collect any such margin; provided the amount equal
to the margin required shall be deducted in computing the Net Capital of the member organization under the
Exchange's Capital Requirements. In computing the margin required, any marked to market losses included
as a deduction to Net Capital shall be subject to the provisions in paragraph (e)(2)(H) below.

(e)(2)(H) Limits on Net Capital Deductions for Exempt Accounts. -

(i) Member organizations shall maintain a written risk analysis methodology for assessing the amount of credit
extended to exempt accounts pursuant to paragraphs (e)(2)(F) and (e)(2)(G) which shall be made available to
the Exchange upon request.

(ii) In the event that the Net Capital deductions taken by a member organization as a result of marked to the
market losses incurred under paragraphs (e)(2)(F) and (e)(2)(G) (exclusive of the percentage requirements
established thereunder) exceed:

(1) On any one account or group of commonly controlled accounts, 5% of the member organization's
Tentative Net Capital (Net Capital before deductions on securities); or

(2) On all accounts combined, 25% of the member organization's Tentative Net Capital (Net Capital before
deductions on securities); then, unless such excess no longer exists on the fifth business day after it was
incurred, the member organization (1) shall give prompt written notice to the Exchange and (2) shall not enter
into any new transaction(s) subject to the provisions of paragraphs (e)(2)(F) or (e)(2)(G) that would result in
an increase in the amount of such excess under, as applicable, subparagraph (i) or (ii) above.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release No. 34-48365.
2  Highly rated foreign sovereign debt is defined in paragraph (a)(9) of Rule 431.
3  Net Capital before the application of securities deductions.
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September 24, 2003

  
New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 NYSE

Technology

ATTENTION: CHIEF OPERATIONS OFFICER, CHIEF INFORMATION TECHNOLOGY OFFICER, LEGAL
AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS AND SERVICE BUREAUS

SUBJECT: NYSE SERVICE ACCESS POLICY UPDATE AND REMINDER; NYSE DECOMMISSIONS PC
DOT AND PC FALLBACK

The impact of 9/11 on member firm connectivity to the NYSE led the Exchange to take significant steps to
improve the resiliency of it's connectivity. In Information Memos No. 03-15 dated April 15, 2003, No. 02-25
dated May 28, 2002 and No. 02-43 dated September 27, 2002, as well as Post Trade Notices PT0092 and
PT0095, the Exchange laid out a strategy of accelerating the migration of member firm connectivity to the
more resilient TCP/IP Protocol and the Secure Financial Transaction Infrastructure (SFTI). To date over 93%
of all order and report traffic is being delivered via TCP/IP and over 200 firms have signed up for access via
the SFTI Infrastructure. SFTI has been in production with customer traffic since January 2003. Also, all SFTI
Access Centers performed flawlessly during the blackout.

This memorandum is being issued as a reminder that the Exchange's policy, as previously stated, requires
that all service access to/from the NYSE be converted to TCP/IP and the SFTI infrastructure by December
31, 2003. For those firms that have not yet done so, plans should be made as soon as possible to complete
these conversions.

The Exchange is hereby amending its Service Access policies to include the following additional items:

1) Firms should plan to disconnect their legacy non-TCP/IP interfaces once the conversion to TCP/IP has
been completed. Following the successful conversion of all member firm lines to TCP/IP by December 31,
2003, the Exchange will discontinue support for all non-TCP/IP interfaces into CMS, (e.g., X.25, Bisync, 3270,
Async) effective June 30, 2004; and

2) The NYSE is discontinuing operations of its PC DOT and PC Fallback products effective December 31,
2003. These two systems, originally developed in the mid 1980's to enable firms to send orders to the NYSE,
have been generally replaced by various Vendor and Member Firm provided resilient TCP/IP-based order
routing technology. If you are a user of either system, please make alternate plans to replace these services
prior to the deadline.

Contacts:

For general questions about connectivity to NYSE services please send an e-mail to capinfo@nyse.com or
contact Gary Campagne at (212) 656-6761 or Peter Romano at (212) 656-5170. For questions about SFTI
please send an email to sfti@siac.com or call SIAC at (866) USE-SIAC or (866) 873-7422.
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Roger Burkhardt

Chief Technology Officer
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September 24, 2003

  
New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 NYSE

Market Surveillance

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: HEDGING USING EXCHANGE-TRADED “SECURITY FUTURES”/ “SINGLE STOCK FUTURES”

The Securities and Exchange Commission has approved 1   amendments to Exchange Rules 98, 104A.50,
105, and 900 to permit specialists to use exchange-traded “security futures” (hereinafter referred to as a
“single stock future”) to hedge specialty stock positions in a manner comparable to stock options. Single stock
futures are contracts of sale, traded on a national exchange, such as OneChicago, LLC or Nasdaq Liffe, for
the future delivery of a single stock.

Rules 105, 98, 104A.50, and 900(d)(v) have been amended to make reference to “single stock futures” as
appropriate. The amended rules are attached as Exhibit A.

Background

Currently, Rule 105 permits the use by NYSE specialists of options on their specialty stocks subject to certain
limitations and restrictions. The rule allows a specialist to acquire and hold, in his specialist trading account,
a position in listed options on any of his specialty stocks “where appropriate… to offset the risk of making
a market in the underlying stock.” Under the rule, a specialist may not establish and maintain an options
position which is excessive either in terms of his or her existing position in the underlying specialty stock or in
terms of a reasonable estimate of potential losses that may be incurred in relation to any such equity position.

Amendments to Rule 105

The Exchange has amended Rule 105(b) to define a “single stock future” as a contract of sale, traded on a
national commodities exchange, for the future delivery of a single security. Appropriate cross-references to
“single stock futures” have been added to Rule 105(a)- (d) to reflect that single stock futures can be used
wherever options transactions are made.

In addition, paragraph (d) of the Guidelines to Rule 105 (the “Guidelines”) has been added to explain the
conditions for single stock futures transactions to hedge an existing specialty stock position with a net futures
position. As with options, no anticipatory hedging would be allowed; only existing specialty stock positions
may be hedged.

The amended rule (paragraph (d)) states three conditions (similar to options conditions) that single stock
futures transactions must meet:

(i) the transaction must result in a net futures position on the opposite side of the market from the underlying
specialty stock position;
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(ii) the transaction must be effected solely to offset the risk of making a market in the underlying specialty
stock; and

(iii) the resulting net futures position must not exceed the number of shares of the specialty stock position that
the specialist is offsetting.

Any single stock futures transaction that does not meet all three of the above conditions would be deemed to
be in violation of Rule 105.

One single stock futures contract would be able to be used to hedge each 100 shares of the existing specialty
stock position. (See Rule 105(d), Example 5).

As with options contracts, a hedge that subsequently exceeds the specialty stock position being hedged as a
result of 25% or more in the specialist's stock position or which becomes on the same side of the market as
the specialty stock position, must be liquidated, unless the equivalent share position is 5000 shares or less.
(See paragraph (e) to the Guidelines, Examples 9 and 11).

Similarly, as with options contracts, Rule 105 has been amended to specify that as with options contracts,
specialists may also not front-run blocks (paragraph (h) to the Guidelines) and must record futures positions
in a separate “memo” account (paragraph (i) to the Guidelines). Additionally, specialists must report to the
Exchange: (i) accounts in which single stock futures positions are held (paragraph (j)) and (ii) their positions in
single stock futures (paragraph (k)).

Currently, paragraph (l) of the Guidelines to Exchange Rule 105 (“ Rule 105(l)”) permits an approved person
of a specialist to act as a primary market maker or specialist with respect to an option on a specialty stock,

provided all the requirements of the Rule 98 exemptive program are met. 2   This paragraph has been re-
lettered as paragraph (m) and incorporates references to market makers in single stock futures contracts.
Thus, an approved person of an equity specialist may act as a primary market maker or specialist with
respect to a stock futures contract, provided all the requirements of the Rule 98 exemptive program are met.

Paragraph (l) currently prohibits an approved person of an equity specialist acting as a market maker in any
equity security in which the associated specialist is registered as such and which underlies an option as to
which the approved person acts as an options market maker. Paragraph (l) has been re-lettered as (m) and
provides the same prohibition with respect to market makers in single stock futures contracts.

Paragraph (n) has been added to explain the use of both options and single stock futures to hedge specialty
stock positions. If a specialist chooses to hedge a specialty stock position with positions in both options
and futures contracts, the resulting total market position, when established, may not exceed the size of the
existing specialty stock position being hedged. Any excess or same side of the market equivalent position
must be liquidated in accordance with the provisions of Rule 105. (See Example 12, attached, which outlines
the way in which a combination of stock options and single stock futures contracts may be used to hedge a
specialty stock position).

Other Rule Amendments

Rules 98, 104A.50, and 900(d)(v) have been amended to incorporate references to single stock futures,
where they currently refer to options.

Rule 98 has been amended to add single stock futures to the Rule's reference to Rule 105.

Rule 104A.50 has been amended to add a reference to single stock futures as an aspect of specialists'
reporting requirements. Thus, every specialist must keep a record of all single stock futures purchases (as
they do with options currently) and sales to hedge his specialty stock positions as permitted by Rule 105.
Such transactions would be reported in such format and with such frequency as prescribed by the Exchange.

Rule 900(d)(v) currently prohibits a specialist against entering an order in the Exchange's Off-Hours Trading
Facility if a resulting execution would result in the specialist having to take liquidating action pursuant to Rule
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105. The rule has been amended to add a reference to single stock futures to the above prohibition against
taking liquidating action.

Use of Foreign Stock Futures

The Exchange wishes to remind all members and member organizations of the prohibition in Section 6 (h)(1)
of the Securities Exchange Act of 1934 (the “Act”) on effecting transactions in security futures products that
are not listed on a national securities exchange or a registered national securities association.

Questions concerning the subject of this Memo may be addressed to Brian McNamara at (212) 656-7086 or
Donald Siemer at (212) 656-6940.

Regina C. Mysliwiec

Senior Vice President

Attachments

Exhibit A

Additions underscored

Deletions [bracketed]

Specialists' Interest in Pools [and] , Options , and Single Stock Futures

Rule 105 (a) No member acting as a specialist or his member organization or any other member, allied
member or approved person in such organization or officer or employee thereof shall be directly or indirectly
interested in a pool dealing or trading in a stock in which such member is registered as a specialist.

(b) No member acting as a specialist or his member organization or any other member, allied member or
approved person (other than an approved person entitled to an exemption from this Rule pursuant to Rule
98) or officer or employee thereof, shall directly or indirectly, hold, acquire, grant or have an interest in any
option to purchase or sell or to receive or deliver shares of a stock in which such member is registered as
a specialist, or in any security future of a stock in which such member is registered as specialist, except as
provided in this Rule. The term “listed option” as used herein shall mean an option issued by the Options
Clearing Corporation and traded on a national securities exchange. The term “security future” shall have the
meaning given that term in section 3(a)(55) of the Securities Exchange Act of 1934. A security future of a
single stock is hereinafter referred to as a “single stock future”.

(c) The term “specialist's account” shall mean the account (whether the individual account of the member
organization or joint account as permitted by Exchange Rule 94) in which the ordinary trading business of
the member as a specialist is conducted. With respect to any stock position in any specialist's account, any
specialist or member organization having an interest in such account may hold, acquire, grant or have an
interest in listed stock options , or in single stock futures, to purchase or sell or to receive or deliver shares
of such stock only where appropriate to permit such specialist to offset the risk of making a market in the
underlying specialty stock. No specialist or member organization having an interest in the specialist's account
shall initiate or effect any opening transaction in a listed stock option , or in a single stock future, to offset
more than a reasonable estimate of potential loss that might be incurred in relation to the specialist's market-
making function.

Any such options or futures transactions shall be made in accordance with the “Guidelines for Specialists'
Specialty Stock Option and Single Stock Futures Transactions Pursuant to Rule 105” as promulgated by the
Exchange and as may be amended from time to time. Any opening transaction that does not conform to the
requirements specified in such “Guidelines,” and any failure to take required action to liquidate any option or
futures position within the time periods specified in such “Guidelines” shall be deemed to be a violation of this
Rule 105. Notwithstanding the fact that a specialist's options or futures transactions may be in conformity with
the “Guidelines” such specialist shall nonetheless be deemed to be in violation of Rule 105 if he has engaged
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in such options or futures transactions for manipulative or other purposes not related to offsetting the risk of
making a market in the underlying specialty stock.

(d) A member, allied member or approved person (other than an approved person entitled to an exemption
from this Rule pursuant to Rule 98), in the member organization of a specialist and any officer or employee
of such organization who has a position in any specialty stock of such specialist in any account (other than
the specialist's account) may grant or have an interest in listed options or single stock futures to purchase or
sell or to receive or deliver shares of such specialty stock but only to the extent and in the manner that the
“Guidelines”, as promulgated by the Exchange and as may be amended from time to time, would permit the
specialist to use listed options or single stock futures as to transactions for the specialist's account.

GUIDELINES FOR SPECIALISTS' SPECIALTY STOCK OPTION AND SINGLE STOCK
FUTURES TRANSACTIONS PURSUANT TO RULE 105

(a) Rule 105 provides that a specialist may use listed options and single stock futures overlying covered
securities in which he is registered only where appropriate to offset the risk of making a market in the
underlying specialty stock.

A specialist may not initiate or effect an opening option or single stock futures transaction to offset more than
a reasonable estimate of potential loss that might be incurred in relation to the specialist's market-making
function.

An option position established pursuant to Rule 105 may be established by means of any legitimate hedging
strategy, provided that the net option position is on the opposite side of the market from the specialist's stock
position.

Any options or single stock futures transactions effected pursuant to Rule 105 must be made in conformity
with these “Guidelines”.

Except as provided in paragraph [(f)] (g) below, a specialist shall be deemed to be in violation of Rule 105 if
he establishes any option or single stock futures position in a specialty stock which exceeds that permitted
by paragraphs (b) , [and] (c) , and (d) below. Except as provided in paragraph [(f)] (g) below, a specialist shall
also be deemed to be in violation of Rule 105 if, having established an option or single stock futures position
that does not exceed that permitted by paragraphs (b) , [and] (c) , and (d) below, he subsequently fails to
take, within the time periods specified in paragraphs [(d) and (e)] (e) and (f) below, such action as required
to liquidate any option or single stock futures position where the net option or single stock futures position (i)
exceeds the permitted number of contracts because of a change of more than 25 percent in the size of the
underlying specialty stock position from that which existed when the option position was established; or (ii)
has become on the same side of the market as the underlying specialty stock position. Notwithstanding the
fact that a specialist's options or single stock futures transactions may be in conformity with the “Guidelines”,
such specialist shall nonetheless be deemed to be in violation of Rule 105 if he has engaged in such options
or single stock futures transactions for manipulative or other purposes not related to offsetting the risk of
making a market in the underlying specialty stock.

(b) Conditions for Opening Options Transactions to Hedge an Existing Specialty Stock Position with a Net
Option Position on the Opposite Side of the Market.

Except as provided in paragraph [(f)] (g) below, opening options transactions under Rule 105 must meet the
following three conditions:

(1) The transaction must result in a net option position on the opposite side of the market from the underlying
specialty stock position.

(2) The transaction must be effected solely to offset the risk of making a market in the underlying specialty
stock.
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(3) The resulting net option position must not exceed the number of shares of the specialty stock position
that the specialist is offsetting, based on using dynamic deltas or fixed hedge ratios as discussed below, or
another hedging convention approved by the Exchange.

Any opening options transaction that does not meet all three conditions shall be deemed to be in violation of
Rule 105, except as specified in paragraph (4) and in paragraph [(f)] (g) below.

(4) When a specialist holds a position in a near term (as defined in paragraph (c) below) option series which
he wishes to replace with a more distant expiration series prior to the liquidation or expiration of such near
term options series, the specialist may do so to offset a reasonable estimate of potential loss that might
be incurred in the specialist's existing position in the underlying specialty stock subject to the provisions of
paragraph (c) of Rule 105 above. In order to establish a hedged position with the more distant term options
series while concurrently holding a position in the near term series which would result in an “over-hedged”
position, the specialist shall enter an order, which has a reasonable expectation of being executed, no later
than the close of trading on the exchange or exchanges where the option is traded on the day after the new
position was established, to liquidate his position in the near term options series.

(c) Calculation of Options Positions to Offset Existing Stock Positions

The specialist shall have the choice of offsetting his specialty stock position using either dynamic deltas, fixed
hedge ratios or any other hedging convention approved by the Exchange to determine the number of option
contracts permitted to offset an existing stock position.

(i) Use of dynamic deltas-In determining whether a specialist's option position complies with the third
condition of paragraph (b) above, based on dynamic deltas, the Exchange will use its pricing model to
calculate the appropriate delta for each option series.

Example 1

Assume the specialist is long 10,000 shares of a stock that is quoted at 50.25. He wishes to offset that
position by writing call option contracts. The Exchange's pricing model derives a delta for the option series
of .5 based upon the $50 bid price. The maximum permissible option position the specialist may establish to
offset his specialty stock position would be calculated as follows:

10,000 / 100 divided by .5 equals 200

In this example, the specialist would be permitted to write no more than 200 call contracts having a delta of .5
to offset his stock position.

Example 2

Assume the specialist is long 5,000 shares and has hedged his position by buying 100 put option contracts
with a delta of .5. Subsequently, the specialist buys 1,000 shares for his own account. The specialist could
offset the additional 1,000 shares by acquiring an additional option position of 20 put contracts, calculated as
follows:

1,000 / 100 divided by .5 equals 20

Thus, the specialist in this example would be permitted to have an option position of 120 put contracts to
offset the 6,000 share stock position.

Example 3

Assume that a specialist has a 2,000 share long position in a specialty stock and wishes to use options to
offset the risk of loss in that position. Options at the following strike prices have been opened for trading: 40,
45, 50, 55 and 60. The deltas for those options are at 1.0, .8, .5, .2 and .05, respectively.

Since the specialist is long the stock, he may offset his position either by writing calls or by buying puts.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

170

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE105/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE105/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


In writing calls, the specialist could effect options transactions as follows:

• 20 call options with a strike price of 40 or

• 25 call options with a strike price of 45 or

• 40 call options with a strike price of 50 or

• 100 call options with a strike price of 55 or

• 400 call options with a strike price of 60.

The specialist could also combine different series of call options, such as:

• 10 call options with a strike price of 45 to hedge 800 shares and

• 16 call options with a strike price of 50 to hedge 800 shares and

• 20 call options with a strike price of 55 to hedge 400 shares.

The same principles would apply to opening transactions involving put options.

(ii) Use of fixed hedge ratios-In determining whether a specialist's option position complies with the third
condition of paragraph (b) above based on fixed hedge ratios, the Exchange will use the applicable “hedge
ratios” as follows:

(1) One option contract for each 100-share stock position existing at the time of the acquisition of the option
contract, where such option contract is “in-the-money” as defined below.

(2) One and one-half option contracts for each 100-share stock position existing at the time of the acquisition
of the option contracts, where such option contracts are “at-the-money” as defined below.

(3) Two option contracts for each 100-share position existing at the time of the acquisition of the option
contracts, where such option contracts are no more than one strike price interval “out-of-the-money” as
defined below.

The number of option contracts that may be used under the “hedge ratio” approach to offset a position in
the underlying specialty stock depends upon the size of the stock position at the time of the acquisition
of the option(s) and the strike price of the option(s) in relation to the market price of the stock. Not more
than one “in-the-money” option, or one and one-half “at-the-money” options, or two “out-of-the-money”
options to hedge each 100-share specialty stock position may be used. Options at the same strike price,
or combinations of options at different strike prices may be used, provided the net overall options position
thereby established conforms to conditions (1), (2) and (3) of paragraph (b) above and the hedge ratios. The
hedge ratios may be expressed as follows:

• In-the-money option: 1 to 1

• At-the-money option: 1.5 to 1

• Out-of-the-money option: 2 to 1

Definitions. For purposes of these Guidelines to administer Rule 105, an “at-the-money” option, whether a
put or a call, shall be an option where the price of the underlying specialty stock is (i) equal to the strike price
of the option, or (ii) greater or less than the strike price of the option by an amount which does not exceed
one-half of the strike price interval for that particular option. For example, assume that options with a strike
price interval of five points have been opened for trading at strike prices of 45, 50, 55 and 60, and the market
price of the underlying stock is 52. The option with a strike price of 50 would be considered “at-the-money”
since that strike price is less than one-half the five point price interval below the market price of the stock.
In this example where the strike price interval is five points, the option having the strike price of 50 would
be “at-the-money” when the market price of the underlying stock is traded at or between 47.50 and 52.50.
If the market price of the underlying stock is exactly at the midpoint of the strike price interval, then options
having two different strike prices would be considered to be “at-the-money”. Thus, in the above example, if
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the market price of the underlying stock was 52.50 then both the 50 and 55 strike price options, both puts and
calls, would be “at-the-money”.

An “in-the-money” call option shall be any call option whose strike price is less than the lowest strike price
of an “at-the-money” call option. An “in-the-money” put option shall be any put option whose strike price is
greater than the highest strike price of an “at-the-money” put option. For example, assume that options have
been opened for trading at strike prices of 40, 45, 50, 55 and 60 and the market price of the underlying stock
is 52. Options with a strike price of 50 would be “at-the-money”. Thus, call options with strike prices of 40 and
45, and put options with strike prices of 55 and 60, would be “in-the-money”.

An “out-of-the-money” call option shall be any call option whose strike price is greater than the highest strike
price of an “at-the-money” call option. An “out-of-the-money” put option shall be any put option whose strike
price is less than the lowest strike price of an “at-the-money” put option. For example, assume as above that
options have been opened for trading at strike prices of 40, 45, 50, 55 and 60, and the market price of the
underlying stock is 52.50. Options with a strike price of 50 and 55 would both be “at-the-money”. Thus, call
options with a strike price of 60, and put options with strike prices of 40 and 45 would be “out-of-the-money”.

A near term option shall be an option that expires on the next possible expiration date for that particular
option series.

Example 4

Assume that a specialist has a 2,000-share long position in a specialty stock and wishes to use a fixed hedge
ratio approach to options to offset the risk of loss in that position. The market price of the stock is 52, and
options at the following strike prices have been opened for trading: 40, 45, 50, 55 and 60.

Since the specialist is long the stock, he may offset his position by writing calls or by buying puts. (If the
specialist had a short position in the specialty stock, he could offset his position by buying calls or writing
puts.)

In writing calls using the hedge ratio approach, the specialist could effect options transactions as follows:

• 20 call options with a strike price of 45 or 40 or

• 30 call options with a strike price of 50 or

• 40 call options with a strike price of 55.

The specialist could also combine different series of call options, such as:

• 10 call options with a strike price of 45 to hedge 1,000 shares and

• 9 call options with a strike price of 50 to hedge 600 shares and

• 8 call options with a strike price of 55 to hedge 400 shares.

The same principles would apply to opening transactions involving put options.

(iii) Other hedging strategies-If the specialist seeks to offset risk of loss by using a strategy other than one
based on dynamic deltas or fixed hedge ratios, he shall submit such strategy to the Exchange and obtain
its approval before effecting any options transactions. Such strategy must constitute a legitimate hedge and
must comply with the provisions of paragraph (b) above.

(d) Conditions for Single Stock Futures Transaction to Hedge an Existing Specialty Stock

Position with a Net Futures Position on the Opposite Side of the Market

Single stock futures transactions under Rule 105 must meet the following three conditions:

(1) The transaction must result in a net futures position on the opposite side of the market from the underlying
specialty stock position.
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(2) The transaction must be effected solely to offset the risk of making a market in the underlying specialty
stock.

(3) The resulting net futures position must not exceed the number of shares of the specialty stock position
that the specialist is offsetting.

Any single stock futures transaction that does not meet all three conditions shall be deemed to be in violation
of Rule 105.

Specialists may purchase or sell single stock futures to hedge an existing specialty stock position only where
the number of shares to be delivered pursuant to such contracts does not exceed the number of shares in
the specialist's existing specialty stock position. One futures contract may be used for each 100 shares to be
offset.

Example 5

Assume the specialist has a 10,000 share long position in a specialty stock and wishes to hedge that position
with single stock futures. The specialist could do so by acquiring a short single stock futures position not to
exceed 100 contracts.

[(d)] (e) Liquidating An “Excess” Option or Single Stock Futures Position on the Opposite Side of the Market
from the Underlying Specialty Stock Position

Where a specialist's closing position on any trading day in an underlying specialty stock has changed by
more than 25 percent from that which existed when an offsetting option or single stock futures position was
established, with the result that the specialist's net option or single stock futures position, while still on the
opposite side of the market from the specialty stock position, then exceeds , in the case of options, that
permitted by the use of deltas or hedge ratios or other approved hedging convention, or in the case of futures,
the total number of contracts, the specialist shall take, or cause to be taken, action to liquidate one or more
options or futures positions until his net option or futures position no longer exceeds the number permitted by
the hedging convention used.

The specialist shall be required to enter such liquidation order, or orders, which have a reasonable
expectation of being executed, by the close of trading on the exchange or exchanges where the option or
futures contract is traded on the next trading day.

Notwithstanding the above, where a specialist's closing stock position has changed by more than 25 percent
from that which existed when an offsetting option or futures position was established, with the result that
his net option or futures position exceeds that permitted by paragraph (c) above by the equivalent of up to
5,000 shares (e.g., 50 in-the-money option contracts or 50 option contracts with a delta of 1.0), or 50 futures
contracts the specialist shall not be required to liquidate any such “excess” options or futures contracts. The
specialist shall not be required to liquidate any option or futures position which exceeds that permitted by
paragraph (c) above where the specialist's closing stock position on any trading day has not changed by
more than 25 percent from that which existed when such option or futures position was established.

The point in time to be observed in taking any liquidation action required by this paragraph [(d)] (e) is the time
of order entry, not necessarily the time when the order is actually executed. In liquidating an “excess” option
or futures position, the specialist shall not be required to send to the Floor of an options or futures exchange
an order or orders immediately executable “at the market”, but may, if he so chooses, send to the Floor of an
options or futures exchange an order or orders that may be “worked” by an independent broker according to
his “broker's judgment” to obtain “best execution”. The specialist shall not, however, give specific instructions
to such independent broker as to how the order or orders are to be “worked”. If, while the order or orders are
being “worked”, the specialist's stock position changes such that it has not changed by more than 25 percent
from that which existed when the offsetting option or futures position was established, the liquidation orders or
the unexecuted portion of such orders may be cancelled.
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When, as a result of a more than 25 percent change in the size of the specialist's stock position from that
which existed when an offsetting option or futures position was established, the specialist has had to liquidate
an “excess” option or futures position, the specialist shall be deemed thereby to have established a new
offsetting stock/option or futures position pursuant to Rule 105 and these “Guidelines”. Should the stock
position continue to change in the same direction, any subsequent required liquidation action shall be taken if
the closing stock position changes by more than 25 percent from that which existed when the new offsetting
position was established.

Example [5] 6

Assume that a specialist has a 100,000 share long specialty stock position which he offsets using a hedge
ratio approach by writing 1,000 in-the-money calls. Subsequently, the specialist's closing stock position
declines to 80,000 shares long, but the specialist maintains the 1,000 contract in-the-money option position.
The specialist's option position would now exceed that permitted by the hedge ratios by 200 contracts.

However, no liquidation action would be required because the specialist's stock position did not change by
more than 25 percent from that which existed when the offsetting option position was established.

Example [6] 7

Assume that a specialist had a 10,000 share long specialty stock position which he offset using a hedge ratio
approach by writing 100 in-the-money calls. Subsequently, the specialist's closing stock position declined
to 4,000 shares long, but the specialist maintained the 100 contract in-the-money option position. In this
situation, the specialist's stock position has now changed by more than 25 percent from that which existed
when the offsetting option position was established. The specialist's option position now exceeds that
permitted by the hedge ratios by 60 contracts.

The specialist would be required to enter an order to liquidate 60 option contracts no later than the close of
trading on the exchange where the option is traded on the next trading day.

If, in this example, the specialist's closing stock position continued to decline, the next liquidation action would
be taken with reference to a change of 25 percent or more in the 4,000 share stock position.

Example [7] 8

Assume that a specialist had a 10,000 share long specialty stock position which he offset using dynamic
deltas by writing 100 calls with a delta of 1.0. Subsequently, the specialist's closing stock position declined
to 7,000 shares long, but the specialist maintained the 100 contract option position. In this situation, the
specialist's closing stock position has now changed by more than 25 percent from that which existed when
the offsetting option position was established. However, no liquidation action would be required because the
equivalent share position represented by the number of option contracts in excess of that permitted by the
use of deltas is only 3,000 shares, which is less than the 5,000 share minimum.

Example 9

Assume that a specialist had a 10,000 share long specialty stock position which he offset by 100 short single
stock futures contracts. Subsequently, the specialist's closing stock position declined to 7,000 shares long,
but the specialist maintained the 100 contract short futures position. In this situation, the specialist's closing
stock position has now changed by more than 25 percent from that which existed when the offsetting futures
position was established. However, no liquidation action would be required because the equivalent share
position represented by the number of futures contracts is only 3,000 shares, which is less than the 5,000
share minimum.

[(e)] (f) Liquidating an Option or Futures Position on the Same Side of the Market as the Underlying Specialty
Stock Position
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Where a specialist's position in an underlying specialty stock changes such that it becomes “flat” (i.e., no
position) or it becomes on the same side of the market as a net offsetting option or futures position previously
established pursuant to Rule 105 and these “Guidelines”, the specialist shall take, or cause to be taken,
action to liquidate one or more option or futures positions until his net option or futures position is no longer
on the same side of the market as his stock position.

The specialist shall be required to enter such liquidation order or orders which have a reasonable expectation
of being executed by the close of trading on the exchange or exchanges where the option or futures contract
is traded, on the same trading day that his stock position became “flat” or on the same side of the market as
his net option or futures position.

Notwithstanding the above, the specialist shall not be required to take liquidation action where his same side
option or futures position is equivalent to a stock position of 5,000 shares or less.

The point in time to be observed in taking any liquidation action required by this paragraph [(e)] (f) is the
time of order entry, not necessarily the time when the order is actually executed. The specialist may enter a
“working” order along the same lines as discussed in paragraph [(d)] (e) above.

If, while the order or orders are being “worked”, the specialist's stock position changes such that it is no
longer on the same side of the market as the specialist's net option or futures position, the liquidation orders
or the unexecuted portion of such orders may be cancelled.

Example [8] 10

Assume that a specialist had a 10,000 share long position which he hedged by writing 200 calls with a delta
of .5. Subsequently, his stock position became 1,000 shares short. His stock and net option positions would
now be on the same side of the market, and he would be required to enter an order which has a reasonable
expectation of being executed to liquidate his 200 contract option position not later than the close of trading
on the exchange where the option is traded, on the same trading day that his stock position became on the
same side of the market as his net option position. If, in this example, the specialist had written 100 or less
option contracts, which represent the equivalent of 5,000 shares of stock, he would not have been required to
take any liquidation action.

Example 11

Assume that a specialist had a 10,000 share long position which he hedged by 100 short single stock futures
contracts. Subsequently, the specialist's stock position became 1,000 shares short. The specialist's stock and
futures positions would now be on the same side of the market, and the specialist would be required to enter
an order that has a reasonable expectation of being executed to liquidate the 100 contract futures position not
later than the close of trading on an exchange where the futures contract is traded, on the same trading day
that the stock position became on the same side of the market as the futures position. If, in this example, the
specialist's futures position had been 50 or fewer contracts, which represents the equivalent of 5,000 or fewer
shares of stock, the specialist would not have been required to take any liquidation action.

[(f)] (g) Long Term Option or Futures Strategy to Offset Market-Making Risk

Notwithstanding any other provision of these “Guidelines” regarding the establishment and liquidation of
option or futures positions, the specialist may, with the approval of the Exchange, establish an option or
futures position, and not be subject to liquidation requirements as to such option or futures position, to offset
general market-making risk as to any specialty stock. The specialist shall submit a long term option or futures
strategy to the Exchange for its approval prior to effecting any option or futures transactions. The Exchange
shall not grant approval of any such long term option strategy unless option positions, when established,
consist of out-of-the-money options which are not near term options. A specialist may establish an option or
futures position in accordance with this paragraph [(f)] (g) irrespective of an existing position in the subject
specialty stock provided that the option or futures position is a reasonable offset of the specialist's dealer
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risk in the subject specialty stock. The objective of such a strategy shall be the maintenance of a long term
option or futures position which would offset market-making risk irrespective of day-to-day fluctuations in
the specialist's position in the specialty stock. The Exchange shall terminate approval for such a long term
option or futures strategy, and may deem the specialist to be in violation of Rule 105, in any case where
the Exchange shall determine that the specialist's market-making decisions have been influenced by the
existence of any long term option or futures position. A specialist who determines to establish an option or
futures position pursuant to this paragraph [(f)] (g) may not, while he continues to hold such position, establish
any other position pursuant to any other paragraph of these “Guidelines”, other than a “calendar rollover” as
permitted under paragraph (b)(4) above, as to the same specialty stock. Conversely, a specialist who has
established an option or futures position pursuant to any other paragraph of these “Guidelines” may not, while
he continues to hold such position, establish an option or futures position pursuant to this paragraph [(f)] g as
to the same specialty stock. The same principles apply with respect to security futures.

[(g)] (h) Prohibition Against Front-Running of Blocks

In Information Memo No. 80-38 (September 11, 1980), the Exchange advised all members and member
organizations that they should not trade in options or in underlying securities by taking advantage of
their possession of material, non-public information concerning block transactions in these securities.
The Exchange noted that it would be improper for a member or person associated with a member who
has knowledge of a block transaction in any security underlying an option or of a block transaction in the
option covering that security, before information concerning the block transaction has been made publicly
available, to take advantage of the non-public information in his possession and execute or cause to be
executed an order (1) to buy or sell an option, while in possession of non-public information concerning a
block transaction in the underlying stock, or (2) to buy or sell an underlying security, while in possession
of non-public information concerning a block transaction in an option covering that security, for an account
in which such member or associated person has an interest or for an account with respect to which such
member or associated person exercises investment discretion. The prohibitions against front-running stated
in Information Memo No. 80-38 shall take precedence over any requirements stated in Rule 105 and these
“Guidelines”. Thus, a specialist may not establish an offsetting option position in a specialty stock if he is in
possession of material, non-public information concerning a block transaction in such stock.

[(h)] (i) Recording of Option or Futures Positions

Any option or futures position relating to a specialist's account and established or increased pursuant to Rule
105 shall be recorded for bookkeeping purposes in a separate “memo” account. Each time a transaction
in the overlying option, or in a single stock futures contract, is effected for the specialist's account, the
specialist's specialty stock position, shall also be recorded in the “memo” account.

[(i)] (j) Reporting of Accounts

In a manner prescribed by the Exchange, each specialist shall file with the Division of Market Surveillance
and keep current a list identifying all accounts in which the specialist, his member organization, or any other
member, allied member or approved person of such member organization or any officer or employee thereof
has a direct or indirect interest and in which are effected options or single stock futures transactions in which
any of his specialty stocks is the underlying security. No such specialist, member organization, member, allied
member, approved person, officer or employee shall engage in options or single stock futures transactions in
which any of such stocks of any such specialist is the underlying security in any account which has not been
reported to the Exchange.

[(j)] (k) Reporting of Transactions

In the event that any specialist, his member organization, or any other member, allied member or approved
person in such member organization or officer or employee of such member organization engages in any
option or single stock futures transaction in which any specialty stock of the specialist is the underlying
security, such specialist, person or party shall submit to the Division of Market Surveillance, in such
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automated format and with such frequency as the Exchange may prescribe, such information concerning
such option or single stock futures transaction as the Exchange may require.

[(k)] (l) Alteration of Stock Positions Due to Off-Hours Trading

See Paragraph (d)(v) of Rule 900 (Off-Hours Trading: Applicability and Definitions) in respect of specialists'
Off-Hours Trading orders that require the liquidation of an options or single stock futures position pursuant to
Rule 105 and these Guidelines.

[(l)] (m) Specialist Shall Not Be Options or Single Stock Futures Market-Maker

(i) Except as provided below, no equity specialist, his member organization, other member, allied member or
approved person in such member organization or officer or employee thereof shall act as an options market-
maker or option specialist, or function in any capacity involving market-making responsibilities, in any option
as to which the underlying security is a stock in which the specialist is registered as such , nor shall any such
persons function in any market making capacity with respect to any single stock futures contract of a security
in which such specialist is registered as such.

(ii) Notwithstanding the above, an approved person of an equity specialist entitled to an exemption from this
rule under Rule 98 may act as a competitive market maker, competitive options trader, registered options
trader, or as a specialist or market maker in any option as to which the underlying security is a stock in which
the associated specialist is registered as such[;] , or in any single stock futures contract of a security in which
the associated specialist is registered as such; provided, however, that if an approved person is so acting as
an options market maker pursuant to this paragraph, or in a market making capacity with respect to a single
stock futures contract pursuant to this paragraph, neither that approved person, nor any other approved
person of the specialist, may act as a market maker in any equity security in which the associated specialist is
registered as such and which underlies an option as to which the approved person acts as an options market
maker , or is subject to delivery pursuant to a single stock futures contract as to which the approved person
acts in a market making capacity.

(iii) Notwithstanding the above, an approved person of an equity specialist entitled to an exemption from
this rule under Rule 98 may act in a market making capacity other than as a specialist in any Investment
Company Unit (as defined in paragraph 703.16 of the Listed Company Manual) on another market center,
and may act as a specialist or in any other market making capacity in any option as to which the underlying
security is such an Investment Company Unit in which the associated specialist is registered as such on the
Exchange.

(n) Use of Both Options and Single Stock Futures to Hedge Specialty Stock Position

If a specialist chooses to hedge a specialty stock position with positions in both options and futures contracts,
the resulting total market share position, when established, may not exceed the size of the existing specialty
stock position being hedged. Any excess or same side of the market equivalent share position must be
liquidated in accordance with the principles of this rule.

Example 12

Assume that a specialist had a 5,000 share long position which he or she hedged by 50 short single stock
futures contracts. Subsequently, the specialist's stock position became 10,000 shares long. The specialist
now chooses to hedge the additional 5,000 share stock position with stock options. To do so, in this example,
the specialist's stock option position must be 50 or fewer contracts, which represents the equivalent of 5,000
or fewer shares of stock. If the specialist's specialty long stock position subsequently falls below 10,000
shares, or if it becomes a short stock position, the specialist must liquidate a sufficient amount of the single
stock futures or stock options to comply with the principles of this rule.

Additions underscored

Restrictions on Approved Person Associated with a Specialist's Member Organization
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Rule 98 (a) So long as paragraph (b) of this Rule is complied with, (i) each specialist within a member
organization that is associated with an approved person shall be exempt from the provisions of Rule 104 and
104.13 as they relate to such approved person, and (ii) the approved person that is associated with such
member organization shall be exempt from (A) the restrictions on trading in specialty stock options and single
stock futures as provided by Rule 105 and on acting as an options or single stock futures market maker as
provided in paragraph (l) of the Rule 105 Guidelines, (B) the provisions of Rule 113(a) and the prohibition
against “popularizing” as provided by Rule 113.20, provided, that the disclosures specified in that Rule are
made, and (C) the provisions of Rule 460, except as specified therein.

(b) In order to obtain the exemptions referred to in paragraph (a) above, the approved person and the
specialist member organization with which such approved person is to be associated shall be required
to obtain the prior written agreement of the Exchange that such approved person and such member
organization are in compliance with the “Guidelines for Approved Persons Associated with a Specialist's
Member Organization” as promulgated by the Exchange and as may be amended from time to time.

(c) Whenever the approved person controls, is controlled by, or is under common control with, a person, other
than the member organization with which it is associated, the exemptions provided in paragraph (a) above
shall be available only so long as the approved person and its associated member organization have satisfied
the Exchange that the relationship between the approved person, the member organization and such other
person satisfies all of the conditions specified in the “Guidelines”.

Guidelines for Approved Persons Associated with a Specialist's Member Organization

(a) An “approved person” is a person (other than a member, allied member, or employee of a member
organization) who controls a member or member organization, or is engaged in a securities or kindred
business and is controlled by or under common control with a member or member organization (the term
“approved person” is defined in Article I, Section 3(g) of the Exchange Constitution. The term “engaged in
a securities or kindred business” is defined in Rule 2.). The term “control” is defined in Rule 2 to mean the
power to direct, or cause the direction of, the management or policies of a person, whether through ownership
of securities, by contract or otherwise. Under the definition, a person is presumed to control another person
if such person, directly or indirectly, has the right to vote 25% or more of the voting securities, or is entitled
to receive 25% or more of the net profits, or is a director, general partner or principal executive officer (or a
person occupying a similar status or performing similar functions), of the other person. In these Guidelines, a
member organization having one or more employees, partners or officers who are members registered with
the Exchange as specialists is referred to as a “specialist member organization” and the approved person of a
specialist member organization is sometimes referred to as being “associated” with the member organization.

The Exchange Rules listed below impose certain restrictions on an approved person who is associated with
the specialist member organization:

• Rule 104 provides that a specialist may not effect any purchase or sale of a security in which he is
registered for the account of an approved person associated with his organization, unless such transaction is
reasonably necessary to permit the specialist to maintain fair and orderly markets.

• Rule 104.13 provides that any transaction for the benefit of an approved person associated with a specialist
member organization, in any stock in which a specialist in the specialist member organization is registered,
must be for investment purposes and effected in a stabilizing manner, and precludes an approved person
from originating an order in such stock for any account over which such approved person exercises
investment discretion.

• Rule 105 provides that an approved person associated with a specialist member organization may trade in
options or single stock futures overlying a specialty stock for hedging purposes only.

* * * * *

Additions underscored
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Specialists - General

* * * * *

Rule 104A.50 Equity Trading Reports - Every specialist (including relief specialists) must keep a record
of purchases and sales initiated on the Floor (including purchases and sales resulting from commitments or
obligations to trade issued from the Exchange through ITS or any other Application of the System), in stocks
in which he is registered, for an account in which he has an interest. Specialists must also maintain records
of purchases and sales in the Exchange's off-hours trading sessions. Such record must show the sequence
in which each transaction actually took place, the time thereof, and whether such transaction was at the
same price or in what respect it was at a different price in relation to the immediately preceding transaction
in the same stock. The price designations for transactions made in another market center through ITS or any
other application of the System are to be determined from the immediately preceding transaction price on the
Exchange at the time the commitment or obligation to trade is issued. Specialists and relief specialists are
required to report such transactions in such automated format and with such frequency as may be prescribed
by the Exchange.

Paragraph 2104.12 sets forth circumstances under which specialists who maintain investment accounts in
specialty stocks are required to submit an equity trading data report.

Options and single stock futures trading data reports - Every specialist (including relief specialists)
must keep a record of all options and single stock futures purchases and sales to hedge his specialty stock
positions as permitted by Rule 105 and must report such transactions in such automated format and with
such frequency as may be prescribed by the Exchange.

Foreign securities reports - Every specialist (including relief specialists) must keep a record of all purchases
and sales of foreign securities (as defined in Rule 36.30) for an account in which he has an interest.
Specialists and relief specialists are required to report such transactions in such automated format and with
such frequency as may be prescribed by the Exchange.

Inquiries. - Inquiries in connection with these reports should be addressed as the Exchange shall direct. [to
Market Surveillance, 11 Wall Street, 10th Floor, telephone 656-6755.]

Additions underscored

Off - Hours Trading : Applicability and Definitions

Applicability of 900 Series

Rule 900 (a) through (c) - No Change

Interaction among Off-Hours Trading Rules and Floor Rules

(d)(i) For the purpose of applying Supplementary Material .40 of Rule 36 (Communications between
Exchange and Members' Offices) to Off-Hours Trading, the limit of time within which a member or member
organization executing a transaction through the Off-Hours Trading Facility must report to the member or
organization carrying the customer's account shall be 15 minutes after the close of the facility on the day of
the transaction.

(ii) Rule 92 shall not preclude a member or member organization from entering in the Off-Hours Trading
Facility an aggregate-price order to buy (sell) 15 or more securities coupled with an identical order to sell
(buy) when the member or member organization holds an unexecuted closing-price order for a component
security.

(iii) Notwithstanding the limitations on the specialty security transactions of a specialist set forth in
Supplementary Material .12 of Rule 104, a specialist:

(A) may assign to an investment account any specialty security acquired through the Off-Hours Trading
Facility; and
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(B) may purchase securities through the Off-Hours Trading Facility to cover a short position in his dealer
account.

(iv) The limitations on the security (or, in the case of a specialist, specialty security) transactions of a
specialist, Registered Competitive Market-Maker or Competitive Trader contained in Rule 104, Rule 107
(Registered Competitive Market-Makers) and Rule 112 (Competitive Traders), respectively, shall not apply
to transactions effected through the Off-Hours Trading Facility. However, the member shall include in any
calculation of his aggregate position in a security any position in the security that the member acquires
through the Off-Hours Trading Facility.

(v) A specialist shall not enter an order for his specialty security through the Off-Hours Trading Facility for any
account in which he or his member organization has a direct or indirect interest if the execution of the order
would create a position in the security that would require the specialist to liquidate an options or single stock
futures position pursuant to Rule 105 and its Guidelines.

(vi) For the purpose of applying Rule 118 to Off-Hours Trading, securities will not become quoted ex-dividend,
ex-distribution, ex-rights or ex-interest on any day until after the close of Off-Hours Trading.

Ruledev/infomemo/draftinfomemo2002-63.doc

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
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Content contained herein.

Footnotes

1  See Securities Exchange Act Release No. 48307 (August 8, 2003), 68 FR 48977 (August 15, 2003) (SR-
NYSE-2002-63).

2  See Securities Exchange Act Release No. 45454 (Feb. 15, 2002), 67 FR 8567 (Feb. 25, 2003) (SR-
NYSE-2001-43).

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

180

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE104/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE107/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE112/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE105/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 03-39

Click to open document in a browser

September 19, 2003

  
New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005
 NYSE

Member Firm Regulation

ATTENTION: CHIEF EXECUTIVE OFFICER, OPERATIONS OFFICER, INTERNAL AUDIT, LEGAL AND
COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: RULE 351(D) - REPORTS OF CUSTOMER COMPLAINT STATISTICS

NYSE Rule 351(d) requires all members and member organizations that conduct a public business to report
to the Exchange on a quarterly basis statistical information regarding customer complaints. This information is
required to be filed by the 15th calendar day of the month following the quarter's end (i.e., by April 15th for the
1st quarter).

Effective January 1, 2004, several significant changes are being made to the customer complaint reporting
procedures under Rule 351(d) that must be reflected on the filing of the first quarter 2004 customer complaint
statistics (due April 15, 2004).

The changes are as follows:

1). The product codes for reporting 351(d) complaints have been expanded to include complaints relating to
the following: Exchange Traded Funds (ETFs) (26), Single Stock Futures (27), 529 Plans (28), Hedge Funds
(29) and Private Placements (30). (A copy of the updated product code list is attached.)

2). The following changes are being made to the problem codes: (Copies of the updated problem code lists
are attached.)

Sales Practice Problem Codes:

a). Due to the overlap in the definitions for problem codes (09) (“Communications with the Public”) and (25)
(“Marketing/Sales Literature”), problem code (09) will be retired.

b). The “Misrepresentation” problem code (01) is being expanded to include those items that would have
previously been reported in problem category (09) (“Communications with the Public”) against a registered
individual.

c). A “Failure to Supervise” problem code (11) is being added. This category is to be used to report
allegations where a customer lodges a sales practice complaint against his/her account or registered
representative (RR) and also cites a failure to supervise on the part of a named supervisor such as the
Branch Office Manager (BOM) at the time the activity occurred. (These allegations must specifically reference
the supervisory individual involved by name or title. If a title is generically used (e.g., BOM), the member
organization should ensure that the complaint is being reported against the individual who was in that position
at the time the alleged failure to supervise occurred.)
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In these instances, there would be two separate 351(d) filings made for the two allegations - one reported
against the registered individual handling the account referencing the underlying problem and product and the
second reported against the supervisory individual.

Non Sales Practice Problem Codes:

d). A new non sales practice category for “Poor Service” (63) is being added. This category should only be
used when no other applicable problem code would apply.

Firm Related Problem Codes:

e). A new firm related problem category “Third Party/Anonymous” (29) is being added. This category is
being added to capture complaints received by a member or member organization from a non-authorized
third party or an anonymous source. This problem category does not require that a registered representative's
SSN be entered.

The member organization must investigate the allegations and document the results of its internal review
within the complaint file.

The member organization is not obligated to respond to the unauthorized third party unless it has received
subsequent authorization from the owner of the account. The member organization must, however, send a
letter to the third party explaining why it cannot respond to them since he/she does not have authorization.
The customer must either be copied on the letter or a separate letter sent explaining that the member
organization received a complaint, the identity of the person making the complaint and what needs to be done
by the customer if he/she wants the member organization to respond to the third party. If a letter is not sent to
both parties, the onus will be on the firm to demonstrate why this was not done.

If the member organization receives authorization from the client subsequent to the receipt of the third party
or anonymous complaint, it is obligated to file an amendment via the EFP complaint system to identify the
true problem code and the SSN of the registered representative involved. Any necessary amendments must
be filed within 45 days of receipt of the authorization. Also, if there is an overlap in quarters from when then
third party/anonymous correspondence was initially received and when actual authorization to pursue the
complaint was given, the member organization must amend the original complaint filing (i.e., delete the
original complaint record and add the record to the quarter in which the authorization was received) to reflect
the date that the authorization was received as the date of receipt of the complaint.

If the member organization does not receive authorization to pursue the complaint, no amendment is required
to be made. Firms are to take the same approach with regard to anonymous (i.e., individual making the
complaint is not identified) complaints.

f). A “Complaints Referred To Previous Employer” category (30) is being added. This category will be
used to track those complaints received by a member or member organization against one of its current or
previously employed registered representatives and/or supervisory persons (e.g., Branch Office Manager)
regarding activities that occurred while employed at his or her previous employer. This problem category
would not require the receiving firm to report the SSN of the registered representative or supervisory person
cited in the complaint.

The receiving firm has the responsibility to forward a copy of the complaint to the firm where the complained
of activity occurred. The complainant must be informed in writing by the receiving organization that the
complaint was received and furnished to the registered representative's or supervisor's previous firm (the
previous firm is to be identified by name in the letter). The firm where the complained of activity occurred
would then have an obligation to report the complaint against the registered representative or supervisory
person for quarterly complaint filing purposes.

In addition to the 351(d) filings, member organizations must forward a copy of the letter to the previous
employer including the complainant's name to the NYSE by the 15th of the month following the end of the
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quarter to provide further identification of these complaints. This information will be utilized by the examiners
to ensure that complaints are being reported accurately by the previous employer. These letters are to be
addressed to:

Director of Investor Complaints/Surveillance

20 Broad Street - 22nd floor

New York, New York 10005

(Note: These procedures must be followed only in those instances in which the member organization
is the main addressee in the complaint letter.)

g). A firm related category entitled “Other Theft/Forgery” (31) is being added. This category is to be used
when there are allegations of misappropriation of funds and/or securities or forgery against someone other
than a registered representative of the member organization.

h). A firm related category entitled “Identity Theft” (32) is being added. This category is to be used to report
complaints where an individual alleges that his/her social security number (SSN) and/or other non-public
personal identity information was improperly used by unauthorized individuals or entities.

i). A “Miscellaneous” firm related problem category (40) is being added. This category is only to be used for
firm related complaints that do not fall under one of the other predefined problem categories.

Any questions with regard to this memorandum can be directed to Mr. John Myers, Director - Investor
Complaints/Surveillance, at (212) 656-4138.

Salvatore Pallante

Executive Vice President

Attachments

PRODUCT CODES (EFFECTIVE 1/1/04)

00. Miscellaneous

01. Equity - Listed (Common & Preferred Stock; Closed-end funds)

02. Debt - Corporate (Not Asset Backed, includes conv. Corp. zeros)

03. Debt - U.S. Gov't/U.S. Gov't Agency/U.S. Gov't Zeros and U.S. Zero Receipts (e.g., CATS, TIGR)

04. Commodities/Futures (Except Commodity Options and Financial Futures)

05. Commodity Options

06. Options (Except Index)

07. Index Options

08. Insurance (Not Annuities)

09. Mutual Funds (Open-end - include Money Funds)

10. CD, Money Markets (Coupon & Zero CDs, Commercial Paper, Bankers Acceptances - not money funds)

11. Unit Investment Trusts (Corporate, Gov't and Muni, Defined Asset Funds)

12. Direct Investments (Limited Partnerships, etc.)

13. Financial Futures

14. Equity - OTC (Common and Preferred, New Issue)

15. Debt - Municipal (Bonds, Notes, Zeroes, not MITs)

16. Debt - Asset Backed (CMOs, Credit Card, Rec'v, etc.)
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17. Managed/Wrap Accounts (In House Money Manager)

18. No Product

19. Managed/Wrap Accounts (Outside Money Manager)

20. Annuities

21. Warrants/Rights

22. REITS

23. Employee/Employer Stock Option Plans (Not listed options)

24. Equity - Foreign

25. Debt - Foreign

26. Exchange Traded Funds (ETFs)

27. Single Stock Futures

28. 529 Plans

29. Hedge Funds

30. Private Placements (e.g., PIPES, etc.)

#82704 (8/8/03)

SALES PRACTICE PROBLEM CODES/DEFINITIONS (Effective 1/1/2004)

00. Miscellaneous - “Sales Practice” only. (“Non-Sales Practice” Miscellaneous Code is “99”).

01. Misrepresentation - Allegations of false or misleading statements, claims, comparisons or omissions of
material fact. Includes, but is not limited to, assurances and guarantees which are part of either oral or written
communications and correspondence from RR to client or prospect (not research/trading/investment banker/
issuer/sponsor material).

02. Unauthorized Trading - Allegations that the transaction was done without customer's specific knowledge
and approval (not margin liquidation or dividend reinvestment type problem).

03. Excessive Trading - Allegations that the trading was excessive given the size, frequency and character
of the account and/or which trading was done solely to generate commissions or other compensation without
regard to the customers' investment objectives.

04. Suitability - Where the customer alleges that a transaction was unsuitable for his or her investment
knowledge, experience, objectives, risk tolerance and/or financial situation at the time of the transaction.

05. Failure to Follow Instructions - Includes allegations involving the RR's failure to follow specific
instructions from customers, proper power of attorney holders and from authorized parties of corporate or
other entity accounts.

06. Documentation - Includes allegations regarding material inaccuracies or omissions in documents
completed by RR or, failure of RR to obtain or provide required documents.

07. Solicitation - Allegations of improper solicitation of an account and/or transactions (includes cold calling
of prospective customers).

08. Misappropriation/Forgery - Allegations of theft or misappropriation of funds/securities, or forgery (not
dividend reinvestment, customer checking/debit card activity or routine transfer instruction problems).

09. Communications with Public - RETIRED.
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10. Disclosure of Fees - Where the customer alleges that he or she was not advised or advised incorrectly
by the RR relative to back-end fees associated with the product (includes Contingent Deferred Sales Charges
(CDSC), surrender penalties, but not commissions or managed account fees).

11. Failure to Supervise - Allegations where a customer makes a sales practice complaint against his/
her account or registered representative (RR) and also cites a failure to supervise on the part of the named
supervisor such as the Branch Office Manager at the time the activity occurred.

FIRM RELATED PROBLEM CODES/DEFINITIONS (Effective 1/1/2004)

20. Research - Allegations that transaction was based on a firm's Research opinion, which allegedly
contained a material misstatement or the omission of material fact, communicated to RR/customer (usually
coded as a “Firm v. RR” problem).

21. Product Origination/Investment Banking - Allegations that transaction was based on Investment
Banking/Issuers/Sponsor disclosure, which allegedly lacked “due diligence” in that such disclosure contained
a material misstatement or omission of a material fact communicated to the RR/customer (usually coded as a
“Firm v. RR” problem).

22. Trading - Allegations that transaction was based on a Trading Department (or a support staff disclosure),
which contained a material misstatement or omission of a material fact relating to a secondary market
condition or security feature, communicated to the RR/customer (usually coded “Firm v. RR” problem).

23. Poor Performance - Allegations where a customer complains about the poor performance of his/her
account, but does not allege any sales practice violations against the registered representative or attribute
damages to a research analyst recommendation (not otherwise reportable under Sales Practice Codes 20, 21
or 22).

24. Managed Accounts - Allegations where a customer complains about the practices of (in-house or
outside) Money Managers (not to be used when the RR is the Money Manager).

25. Marketing/Sales Literature - Allegations of false or misleading statements, claims, comparisons or
material omissions found in advertisements, sales literature, and other written firm communications (not
research trading/investment banking/issuer/sponsor materials).

26. Regulation B - Allegations that a customer was denied credit on the basis of race, color, religion, national
origin, sex, marital status, age, receipt of income from public assistance programs and good faith exercise of
any rights under the Equal Credit Opportunity Act (ECOA) (usually coded as a “firm vs. RR” problem).

27. Regulation E - Allegations by a customer that the Firm failed to comply with Regulation E - the Electronic
Transfer Act (usually coded as a “firm vs. RR” problem).

28. Regulation S-P - Allegations by a customer that the Firm failed to comply with Regulation S-P, which
was adopted to implement Title V of the Gramm-Leach-Bliley Act. Pursuant to Regulation S-P, a financial
institution must:

• Disclose to customers - on an initial and annual basis - its policies for collecting and sharing a customer's
non-public personal information with affiliated and non-affiliated third parties;

• Provide the Firm's customers with the ability to “opt out” of certain disclosures of their non-public personal
information to non-affiliated third parties, with certain exceptions; and

• State the financial institution's security standards to protect a customer's non-public personal information
(usually coded as a “firm vs. RR” problem).

29. Third Party/Anonymous: Allegations received by an unauthorized third party or anonymous source.
(RR SSN is not required to be reported with this problem code.) (Note: If the member organization receives
authorization from the client subsequent to the receipt of a third party/anonymous complaint, it is obligated
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to file an amendment via the EFP system within 45 days of receipt of the authorization to identify the true
problem code and the SSN of the registered representative involved.)

30. Complaints Referred to Previous Employer: Allegations received by a member or member organization
against one of its current or previously employed registered representatives and/or supervisors regarding
activities that occurred at his or her former employer. (RR/Supervisor's SSN is not required to be reported by
the receiving member or member organization.)

31. Other Theft/Forgery: Allegations of theft or misappropriation of funds/securities or forgery against
someone other than a registered representative of the member organization.

32. Identity Theft: Allegations where customer alleges that his/her social security number (SSN) and/or other
non-public personal identity information was improperly used by unauthorized individuals or entities.

40. Miscellaneous - Firm related complaints only. Non sales practice miscellaneous code is (99). Sales
practice miscellaneous code is (00).

NON-SALES PRACTICE PROBLEM CODES/DEFINITIONS (Effective 1/1/2004)

50. Transfer of Accounts - Allegations concerning full or partial transfer of client accounts. Includes ACATS,
manual transfers and internal transfers between branches.

51. Receipt and/or Delivery of Securities - Allegations concerning receipt or delivery of any type of security
from broker-dealer to a client or vice versa. Includes lost certificates, delayed securities transfers, non-
transferable securities, or securities not in transfer because of a fail.

52. Receipt and/or Disbursement of Funds - Allegations concerning funds received from and/or disbursed
to clients. Includes checks generated automatically such as monthly dividend checks, IRA distributions, etc.

53. Dividend & Interest Problems - Allegations concerning payments or charges of dividends and/or
interest, including stock dividends. Does not include disbursement of automatic monthly dividend checks and/
or margin interest discrepancies.

54. Margin Problems - Allegations concerning margin including account liquidations, margin call notifications
and margin interest discrepancies.

55. Reorganization/Redemption - Allegations concerning stock splits, tenders, mergers, bond/unit trust
redemption, and called bonds.

56. Proxy/Prospectus - Allegations concerning the delay or non-receipt of a proxy, prospectus or
shareholder mailing by a client.

57. Execution - Allegations concerning non-execution, price discrepancy or delay in execution.

58. Statements/Confirms - Allegations concerning physical characteristics and presentation of statements/
confirms, failure to receive statements/confirms and questions regarding the reported price, value of or failure
to value, a security.

59. Tax Reporting - Allegations concerning tax reporting on behalf of or to clients. Includes 1099, TEFRA
withholding K-1, W2-P, 5498 and Year-To-Date information appearing on monthly statements as well as any
other tax-reporting forms.

60. Fees and Commission - Allegations concerning customary fees (custodial, administrative), service
charges (bounced checks, lost certificate replacement, etc.), commission/mark-ups (downs) and wrap fees.

61. Account Administration and Processing - Allegations concerning daily activity in client accounts (e.g.,
trade correction, journal entries, uninvested credit balances and erroneous or missing positions in account).

62. On-Line Trading - Allegations concerning trading initiated by a client on-line, (including non-execution,
price discrepancy, delays in execution and delays in trade confirmation).
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63. Poor Service - Where the customer alleges that service from the firm or any of its employees was
inadequate and/or unsatisfactory (e.g., failure to return phone calls, rudeness, lack of administrative attention
to account, etc.)

99. Miscellaneous - Operational Complaints Only. “Sales Practice” Miscellaneous Code is (00).

#82642 (8/20/03)

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005
 NYSE

Member Firm Regulation

ATTENTION: CHIEF EXECUTIVE OFFICER, CHIEF OPERATIONS OFFICER, LEGAL AND COMPLIANCE
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: FREQUENTLY ASKED QUESTIONS REGARDING CUSTOMER COMPLAINTS AND NYSE
RULE 351(D) FILINGS

The purpose of this memorandum is to respond to frequently asked questions with regard to customer
complaints and NYSE Rule 351(d) filings. It is meant to serve as a guide to members and member
organizations for the situations outlined below. It is not intended to be inclusive of all possible complaint
related questions, issues and situations.

These questions are broken down into four categories relating to NYSE Rule 351(d): (I) General Complaint
Questions, (II) Complaint Coding Issues, (III) 351(d) General Questions, and (IV) 351(d) Amendment
Process. In addition, there are questions and answers relating to Responding to Investor Complaint and
Inquiry Department (ICID) Requests.

I. General Complaint Questions:

a). What is the NYSE definition of a complaint?

The NYSE does not define what constitutes a customer complaint. Member organizations are advised to
make a good faith determination in ascertaining what communications constitute a complaint.

b). What is the NYSE definition of a “customer”?

NYSE Rule 351(d) defines a “customer” as including “any person other than a broker or dealer.”

c). Does a complaint of a prospective customer need to be filed?

Yes, if applicable. For example, if a prospective customer were to complain about a solicitation by the firm,
the complaint is required to be reported under sales practice problem category “07” (“Solicitation”).

d). Are oral complaints reportable under NYSE Rule 351(d)?

Yes, as stated in Information Memo No. 98-16 (dated April 14, 1998), oral complaints are reportable under
Rule 351(d). All complaints, regardless of how delivered (oral, written, e-mail or fax), are required to be
reported to the Exchange.

e). Are arbitrations and/or litigations reportable items under NYSE Rule 351(d)?

Currently, the NYSE does not require filed arbitrations and/or litigations to be reported under NYSE Rule
351(d) when the first correspondence received by the member or member organization is a statement of
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claim or subpoena. Unfiled draft statements of claims received as complaints before filing are reportable
items under Rule 351(d).

f). Under what circumstances should social security # 000-00-0000, # 333-33-3333 and # 999-99-9999 be
used?

Social security number 000-00-0000 is to be used for all “firm related” complaints. “Firm related” complaints
are those complaints that fall into the 20 or higher problem code range.

Social security number 333-33-3333 is to be used to identify a sales practice complaint where the individual
has left the firm (and the firm no longer has the responsibility to maintain the employment records to
accurately identify the individual).

Social security number 999-99-9999 is to be used to identify a foreign registered individual who does not
have a social security number. (As per NYSE Information Memo 02-38, when complaints are filed using this
social security number, the CRD number field will become a mandatory field and must be input before the firm
can submit its complaint file. The correct CRD number for that individual is required.)

g). If a RR's social security number is not available, can a firm use a SSN like 111-11-1111?

No. If a RR's social security number is not available because the firm employed the individual more than three
years ago, the firm is to use 333-33-3333. The SSN of 111-11-1111 is a valid social security number and
should never be used as a default.

h). If a Branch Office Manager calls a customer during a customer “activity review call” and the customer
raises allegations at that time, is this a reportable item under Rule 351(d)?

Yes, this would be a reportable complaint under NYSE Rule 351(d). It is irrelevant whether the customer or
the firm initiated the contact. For example, if a Branch Office Manager were to contact a customer during an
“activity review call” and the customer stated that he or she noticed unauthorized trades in his or her account,
this would be a reportable item pursuant to Rule 351(d).

i). If a customer files a complaint and then modifies his or her complaint in a subsequent letter, does the
second letter have to be reported pursuant to Rule 351(d)?

If the second letter is a continuation of the same underlying events as the first letter, it does not have to
be reported. However, if the second letter were to contain an additional unrelated issue or allegation, it is
required to be reported as a separate complaint in the quarter in which it was received.

II. Complaint Coding Issues:

a). What complaint code should be used for a single complaint that alleges various problems (e.g., failure to
follow instructions, excessive trading, etc.) in the same complaint?

The current 351(d) system only allows for a single problem code to be reported. Therefore, member
organizations are required to report the complaint under the predominant problem code with the
understanding that sales practice allegations take precedence over non-sales practice or firm related issues.

b). If a customer complains of numerous allegations in a complaint letter, should the complaint be reported
under a “miscellaneous” problem category?

Complaints are to be reported to reflect the predominant allegation within the complaint. The “miscellaneous
operational” and “miscellaneous sales practice” categories are to be used only for complaints that do not fall
into any of the pre-defined complaint categories.

c). When a customer complains that he is unhappy with the performance of his account, does that constitute
a customer complaint?

Yes, this is considered a customer complaint and is a reportable item under Rule 351(d). (See question II(d)
below for further clarification on the “poor performance” code.)

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

189

http://prod.resource.cch.com/resource/scion/citation/pit/02-38/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


d). Is a poor performance complaint considered to be a complaint against a registered representative?

The “Poor Performance” category (problem code “23”) is not considered to be a complaint against a
registered representative but rather a complaint against the member organization. This category was
originally added because member firms indicated that these complaints were falling into the “miscellaneous”
sales practice category (problem code “00”) and needed to be broken out. A typical complaint in this category
would be a complaint stating that a customer feels that the firm has not done a good job in managing his/her
account as his/her account has only appreciated 10% while the S&P has appreciated 25%. Firm related poor
performance complaints do not have a registered representative's social security number attached; rather the
social security number used is to be 000-00-0000. However, if the complainant stated that he or she was not
satisfied with the broker's recommendation, this is to be reported under “miscellaneous” sales practice using
that registered individual's social security number. (It would fall under “miscellaneous”, as there is no problem
category for “poor recommendation.”)

e). A member organization receives a customer complaint stating that unauthorized trading took place in the
account. Further review indicates that what actually occurred was a margin sell out.

Since Rule 351(d) is allegation-driven, must the firm report this as an unauthorized trading complaint against
the registered representative?

No, this complaint is to be reported as a margin complaint and not an unauthorized trading complaint. This
is the ONLY instance in which a firm can report a complaint under an alternative code rather than under the
allegation noted in the complaint.

f). If a member organization maintains no branch offices what branch code (a required field) should it use if it
has to report a complaint?

If the firm has no branch offices, it must utilize the main office code it has established in the Electronic
Filing Platform (EFP) system. The NYSE requires the code to be alpha, numeric or both, not exceeding 15
characters (e.g., 101, GE2, MNN, etc.). This code must correspond to the branch code submitted by the
member organization via the EFP Branch Office System.

g). A member organization has received a single complaint letter filed by the same attorney, on behalf of
multiple customers, regarding the same problem/product. How should the complaint be reported for Rule
351(d) purposes?

A complaint record for each customer must be created. Although the attorney submitted one complaint letter,
each customer's allegation is to be treated and coded as a separate complaint.

h). How many complaints should be filed if an individual complains about the same situation for multiple
accounts in a single complaint letter? What if multiple letters are sent in by an individual alleging the same
situation for different accounts?

If an individual submits a single complaint letter complaining about the same situation for multiple related
accounts, the firm is to file it as one complaint under Rule 351(d). If an individual alleges the same issue for
accounts of different beneficial owners in multiple letters, the firm is to file each as a separate complaint under
Rule 351(d).

i). Under what SSN should a solicitation complaint be reported when a specific registered representative is
not mentioned and the member organization does not know who the alleged solicitor is?

In cases like this, the member organization must use the SSN of all threes (333-33-3333).

III. 351(d) General Questions:

a). A member organization receives a complaint naming multiple registered representatives (RRs). How
should this complaint be reported for Rule 351(d) purposes?
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The complaint is to be reported as a separate 351(d) record for each registered individual named in the
complaint (i.e., a complaint naming two registered individuals is to be reported by the member organization
separately under each RR's social security number.)

b). With regard to the 351(d) filing deadline, what happens if the 15th of the month following the end of the
quarter falls on a Saturday, Sunday or an NYSE observed holiday?

If the filing deadline (the 15th) falls on a Saturday or Sunday the deadline is pushed to the following Monday.
Reports may be submitted on that Monday but all filings submitted after Monday are designated as late.
It should be noted that if the 15th falls on a NYSE observed holiday, the deadline is extended to the next
business day on which the NYSE is open.

c). If the firm is experiencing a system problem with regard to its 351(d) filing, may it request an extension?

Extensions are not granted for any reason. However, the NYSE will take extraordinary circumstances into
consideration before issuing fines for late reporting. If the firm is experiencing system problems, it should
direct its questions to SIAC's PC Service Center at (212) 383-2062. In addition, if the firm is unable to meet
the filing deadline, it is required to contact a NYSE Gatekeeper to inform him or her of the issue.

d). Does a follow up to a previous complaint need to be reported via the Rule 351(d) filing? What if there are
new allegations?

If the second letter is a continuation of the same underlying events as the first letter, it does not have to be
reported. However, if the second letter contains an additional unrelated allegation, it is to be reported as a
separate complaint in the quarter in which it was received.

e). Does a complaint need to be filed via Rule 351(d) if the complaint is resolved prior to the quarterly filing?

Yes. NYSE Rule 351(d) is allegation - not resolution - driven. All complaints need to be filed in the quarter in
which they were received irrespective of their ultimate resolution.

f). If a customer withdraws his or her complaint, does that complaint still have to be filed pursuant to NYSE
Rule 351(d)?

Yes, the complaint is still required to be filed under Rule 351(d). Complaints are allegation-driven, not
resolution driven. In most cases, the customer will request to withdraw his complaint after a discussion with a
firm representative. The firm has an obligation to report every complaint that it receives.

g). Does a complaint received late in a quarter need to be filed in that quarter or can it be reported in the
following quarter?

All complaints are to be filed in the quarter in which they were received. If a member organization
inadvertently omits a complaint from its appropriate filing period, it must file an amendment with the NYSE to
report the complaint in the correct quarter.

h). Does a complaint need to be filed pursuant to Rule 351(d) if it is filed by a third party with no authorization
to file on the customer's behalf?

If the individual filing the complaint is not the complainant and does not have authorization (e.g., power of
attorney) over the account, the member organization is required to report that complaint pursuant to NYSE
Rule 351(d) under the new firm related problem category of “Third Party/Anonymous” (problem code 29).
(This problem code will be effective with the 1st quarter 2004 filing - due April 15, 2004). This problem
category does not require that a registered representative's social security number be entered.

The member organization must investigate the allegations and document the results of its internal review
within the file. The member organization is not obligated to respond to the unauthorized third party unless
it were to receive subsequent authorization from the owner of the account. The member organization must,
however, send a letter to the third party explaining why it cannot respond to them since he/she does not have
authorization. The customer must either be copied on the letter or a separate letter sent explaining that the
member organization received a complaint, the identity of the person making the complaint and what needs
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to be done by the customer if he/she wants the member organization to respond to the third party. If a letter is
not sent to both parties, the onus will be on the firm to demonstrate why this was not done.

If the member organization receives authorization from the client subsequent to the receipt of the third party
or anonymous complaint, it is obligated to file an amendment via the EFP complaint system to identify the
true problem code and the SSN of the registered representative involved. Any necessary amendments must
be filed within 45 days of receipt of the authorization. Also, if there is an overlap in quarters from when then
third party/anonymous correspondence was initially received and when actual authorization to pursue the
complaint was given, the member organization must amend the original complaint filing (i.e., delete the
original complaint record and add the record to the quarter in which the authorization was received) to reflect
the date that the authorization was received as the date of receipt of the complaint.

If the member organization does not receive authorization to pursue the complaint, no amendment is required
to be made. Firms are to take the same approach with regard to anonymous (i.e., individual making the
complaint is not identified) complaints.

i). A member organization receives a complaint against one of its current or former brokers and/or supervisors
about his or her activities while employed at a former broker- dealer. Who is responsible for reporting this
complaint?

These types of complaints are to be handled in the following manner: The member organization that receives
the complaint should report the complaint in the new firm related problem category entitled: “Complaints
Referred to Previous Employer” (problem code 30). (This problem code will be effective with the 1st quarter
2004 filing - due April 15, 2004). This problem category does not require that a registered representative's
social security number be entered. The receiving firm has the responsibility to forward a copy of the complaint
to the firm where the complained of activity occurred. The complainant should be informed in writing by the
receiving organization that the complaint was received and furnished to the registered representative's and/
or supervisor's previous firm (the previous firm is to be identified by name in the letter). The firm where the
complained of activity occurred would then have an obligation to report the complaint against the registered
representative and/or supervisor for quarterly complaint filing purposes.

In addition to the 351(d) filings, member organizations must forward a copy of the letter to the previous
employer including the complainant's name to the NYSE by the 15th of the month following the end of
the quarter in which the complaint was received to provide further identification of these complaints. This
information will be utilized by the examiners to determine whether complaints are being reported accurately
by the previous employer. These letters are to be addressed to:

Director of Investor Complaints/Surveillance

20 Broad Street - 22nd floor

New York, New York 10005

(Note: These procedures must be followed only in those instances in which the member organization is the
main addressee in the complaint letter.)

j). If a clearing firm receives a complaint related to responsibilities allocated to one of its introducing firms
pursuant to NYSE Rule 382, how should this complaint be reported for Rule 351(d) purposes?

NYSE Rule 382(d) (effective July 19, 1999) requires that the carrying organization furnish to the introducing
organization and such introducing organization's Designated Examining Authority (DEA), any written
customer complaint it receives regarding the functions allocated to the introducing organization pursuant
to the carrying agreement. The customer who submitted the written complaint must be notified in writing by
the carrying organization that the complaint was received and that it was furnished to both the introducing
organization and the DEA (specifying the self-regulatory organization to which the complaint was furnished).
The introducing member organization, if a NYSE member organization, is responsible for reporting these
complaints pursuant to NYSE Rule 351(d).
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IV. 351(d) Amendment Process:

a). How does a member organization file an amended complaint?

With the inception of the EFP (Electronic Filing Platform) Complaint application in the third quarter of 2000,
the amendment process changed for all firms - including CPU to CPU filers. Previously, firms would have
to submit a written request to one of the NYSE 351(d) gatekeepers identifying the number of complaints
that were affected, the quarter that needed to be amended and the reason for the amendment. To amend a
quarterly filing, the entire quarter's data would be deleted and the firm would have to retransmit even if it were
only amending a single record. Currently, all amendments are done via the EFP system. With the new EFP
Complaints application, the member organization will identify the specific record(s) to be amended and must
enter a reason for the amendment. The NYSE Gatekeeper will receive this information and review the firm's
explanation and either accept or reject the request via the system. The member organization will receive
notification of NYSE action the day after the Gatekeeper takes action on the request. If the amendment
request is rejected, the member organization will have to make the necessary changes and resubmit its
request. It is the responsibility of the member organization to follow up on rejected amendment requests. This
new system eliminates the necessity of deleting the entire reporting quarter and the requirement to file paper
notification for amendments.

b). How long does a firm have to take corrective action with regard to examination exceptions that require
amendments?

Complaint amendments are required to be filed within 90 days from the firm exit date.

c). Are there any timeframes during which member organizations are prohibited from submitting amendment
requests?

Firms are allowed to submit amendment requests at any time.

d). If a member organization receives a Statement of Claim for Arbitration subsequent to the receipt and
reporting of the related complaint and the allegation in the arbitration is different from the allegation in the
original complaint, must the organization file an amendment?

No, it is not necessary for the firm to file an amendment in this instance.

e). Whom should member organizations call if they have a technical problem with EFP?

Member organizations having technical problems with EFP should call SIAC's PC Service Center at (212)
383-2062.

f). Whom should member organizations call at the NYSE if they have questions with regard to the Rule
351(d)?

Member organizations having questions with regard to NYSE Rule 351(d) should call one of the following
NYSE Gatekeepers: Jeannie Gray at (212) 656-2096 or Shereion Clarke at (212) 656- 4352.

Responding to NYSE Investor Complaint and Inquiry Department (ICID) Requests:

a). If a member organization has already responded to or settled a complaint with a customer prior to
receiving an ICID inquiry regarding the complaint, is it still obligated to send the complainant a response?

If the member organization has previously settled with the customer prior to receiving an ICID inquiry, it is
required to respond directly to the ICID staff regarding the issues raised in the complaint and also provide
a copy of the settlement documentation (signed release/copy of check). ICID will forward a letter to the
customer indicating that we understand that the firm has previously responded to the customer and that the
parties have reached a settlement. If the firm had denied the complainant's allegations, it must respond to the
customer directly with a copy to the NYSE.
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b). The SEC has already requested that a member organization respond to it regarding a customer complaint.
If the NYSE receives the same complaint, would the member organization be required to respond to it as
well?

It is the policy of the NYSE not to duplicate the review efforts of another regulatory or self-regulatory
organization. Therefore, if the SEC is reviewing a complaint for which the NYSE is requesting information,
the member organization is required to alert the NYSE. The NYSE will contact the SEC (or other SRO)
to determine if the complaint review will be deferred to that organization. If it is determined that the other
organization will handle the complaint, the NYSE will send a letter to the complainant indicating that another
regulatory agency is looking into the matter and, as such, the NYSE would not duplicate the regulatory effort.
The firm, therefore, would not have to formally respond to the NYSE request.

If the NYSE were to receive a complaint after another regulatory body had already reviewed and responded
to such complaint, the NYSE will request a copy of the regulatory body's response for its files.

c). Does the ICID allow extensions of time to answer a complaint?

No, the ICID does not grant extensions. Firms are expected to respond to a customer complaint within 45
days. If a complete response is not received by the 60th day from the date of the original request from the
NYSE, a letter will be sent to the firm advising it that the firm may be subject to a fine under NYSE Rule 476A
(Imposition of Fines for Minor Violation(s) of Rules). Depending upon the reason(s) for the delay and the
firm's response history, a fine may be recommended and levied.

d). What time period should be addressed when the NYSE Investor Complaints & Inquiries Department
sends a letter to a member organization requesting the complaint history for a registered representative? Is it
necessary to send the actual copies of the complaints?

When the ICID requests a registered individual's complaint history, the firm is required to provide a summary
of all the complaints received against that individual during his or her previous six (6) years of employment
at that firm. The NYSE does not require that copies of the complaints be submitted; but a summary of each
allegation and the outcome thereof in the response letter to the ICID. This information is not required to be
included in the firm's response to the complainant.

Any questions with regard to ICID requests, etc. should be directed to Mr. John Myers, Director- Investor
Complaints/Surveillance, at (212) 656-4138. Suggestions for questions for a follow up Information Memo can
be e-mailed to Mr. Myers attention at jmyers@nyse.com.

Salvatore Pallante

Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

194

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE476A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 03-37

Click to open document in a browser

September 10, 2003

  
New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 NYSE

Market Surveillance

ATTENTION: TECHNOLOGY AND OPERATIONS OFFICERS, FLOOR MEMBERS, EQUITY TRADING
DESKS, AND REGULATORY AND COMPLIANCE OFFICERS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ORDER TRACKING SYSTEM TECHNICAL SPECIFICATIONS, EXCHANGE RULES 132A,
132B AND 132C

The Securities and Exchange Commission (the “Commission”) has approved 1   new provisions and
procedures in the Exchange's rules to require the recording of details of orders in Exchange listed securities
in electronic format by its members and member organizations.

The requirement to record and retain order information electronically under Rules 132A, 132B and 132C, is
targeted for implementation no later than 15 months after Commission approval of amendments to the Rules,
that is, by July 16, 2004.

Technical specifications for the Order Tracking System (OTS) have been created and include the format
for submission of data required under Rule 132. These specifications are located at http://www.nyse.com/
techspecs.

Business questions or comments regarding the technical implementation of amended Rule 132 or the OTS
program should be directed to Shameer Yasin, Director, at 212-656-5642 (syasin@nyse.com).

Regulatory or compliance questions regarding the changes to Rule 132 should be directed to Donald
Siemer, Director, at 212-656-6940 (dsiemer@nyse.com) or Jeffrey Rosenstrock, Senior Special Counsel, at
212-656-5499 (jrosenstrock@nyse.com). For additional information, please see Information Memos 02-28,
dated July 1, 2002, and 03-26, dated June 10, 2003.

Regina C. Mysliwiec

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

195

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P03-37%2909013e2c855b390e?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE132A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE132B/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE132C/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE132A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE132B/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE132C/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE132/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE132/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE132/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/02-28/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


1  See Securities Exchange Act Release No. 47689 (April 17, 2003), 68 FR 20200 (April 24, 2003) (SR-
NYSE-99-51).

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

196

http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 03-36

Click to open document in a browser

August 25, 2003

  
New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005
 NYSE

Member Firm Regulation

ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, RESEARCH, COMPLIANCE,
LEGAL, AND INVESTMENT BANKING DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: RULE 472 - AMENDMENTS TO DISCLOSURE AND REPORTING REQUIREMENTS

On July 29, 2003, the Securities and Exchange Commission (“SEC” or the “Commission”) approved
amendments to Exchange Rule 472 (“Communications with the Public”), Rule 351 (“Reporting
Requirements”), Rule 344 (“Supervisory Analysts”), and Rule 345A (“Continuing Education for Registered

Persons”) (collectively referred to as the “Rules”) (See attached Exhibits A, B, and C). 1   Exhibits A, B, and
C reflect the applicable rules and interpretations as amended. Refer to www.nyse.com/regulation to see the
rules/interpretations with additions/deletions from prior rules.

The SEC also simultaneously approved comparable amendments to NASD Rule 2711 (Research
Analysts and Research Reports) and Rule 1120 (Continuing Education Requirements) and new Rule 1050
(Registration of Research Analysts) (collectively NYSE and NASD Rules are referred to as the “SRO Rules”).
The SRO Rules represent the latest in a series of joint regulatory efforts between the Exchange and NASD
(the “SROs”), in conjunction with the SEC, to address the issue of research analysts' conflicts of interest.

These rule amendments reflect additional SRO rulemaking: (1) to enhance the SRO Rules approved in May

2002 2   and (2) to comply with the mandate of the Sarbanes-Oxley Act of 2002 (“SOA”).

In order to provide reasonable time periods for members and member organizations to develop and
implement policies, procedures and systems to comply with the new requirements, the Exchange is
establishing an implementation schedule (as of the SEC approval date of July 29, 2003):

Effective Immediately

• Small Firm Exception. The rules make permanent the exception from Rules 472(b)(1), (2) and (3) (the
“gatekeeper provisions”) for certain members and member organizations that engage in limited securities
underwriting (See NYSE Information Memos Nos. 02-30, dated July 9, 2002, 02-55, dated November
29, 2002, and 03-30, dated July 10, 2003). The gatekeeper provisions prohibit a research analyst from
being subject to the supervision or control of any employee of a member's or member organization's
investment banking department, and further require legal or compliance personnel to intermediate certain
communications between research and investment banking personnel (Rule 472(m)).
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• Anti-Retaliation Provision. To implement SOA, the rule amendments prohibit firms from retaliating or
threatening to retaliate against analysts who publish research reports or make public appearances that
adversely impact their firm's investment banking business (Rule 472(g)(2)).

The following are the major provisions that become effective within 60 days. Except as noted below,
in the 90 and 180 day categories there are other Rule provisions that are effective 60 days after the
July 29, 2003 approval date.

60 Calendar Days (No later than September 29, 2003)

Prohibitions on Investment Banking, Research Department, and Subject Company Relationships and
Communications:

• Research analysts may not be subject to the supervision or control of any employee of the Investment
Banking Department and personnel engaged in investment banking activities may not have any influence or
control over the compensatory evaluation of a research analyst (Rule 472(b)(1)).

• Research analysts are prohibited from participating in efforts to solicit investment banking business (Rule
472(b)(5)).

Restrictions and prohibitions on persons who supervise research analysts who prepare research
reports, regarding their ownership and trading of the subject company securities:

•Legal or compliance personnel must pre-approve all securities transactions of persons who oversee or
supervise research analysts, including members of a committee and certain others, that have direct influence
or control with respect to research reports, to the extent the transaction involves securities of subject
companies covered by research analysts that they oversee/supervise or over which a committee member has
direct control or influence (Rule 472(e)(5)).

Prohibitions and/or restrictions on members and member organizations issuance of research reports
and participation in public appearances:

• Publishing of research reports or participation in public appearances is prohibited within twenty-five (25)
calendar days of the completion of a securities offering by underwriters and dealers (other than manager and
co-manager of a securities offering) (Rule 472(f)(3)).

• Publishing of research reports or participation in public appearances is prohibited within fifteen (15) calendar
days prior to or after the expiration or termination of lock-up agreements (except for research reports issued
under Securities Act Rule 139 regarding issuers whose securities are actively traded, as defined in Securities
Exchange Act Rule 101(c)(1) of Regulation M) (Rule 472(f)(4)).

Termination of Research Coverage:

• Firms must disclose to customers in a final report that it is terminating research coverage of a subject
company (Rule 472(f)(6)).

Disclosures Required in Public Appearances/Print Media (See Exhibit B):

• When recommending securities in a print media interview, newspaper article or broadcast a research
analyst (or other designated individual) is required to maintain a record of applicable disclosures, regardless
of whether the media outlet publishes or broadcasts the required disclosures (Rule 472(k)(2)/01).

90 Calendar Days (No later than October 27, 2003)

Establishment of Committee for Research Analyst Compensation

• The compensation of a research analyst primarily responsible for the preparation of the substance of a
research report must be reviewed and approved at least annually by a committee which reports to the Board
of Directors of a member or member organization, or to a senior executive officer, where a firm has no Board
of Directors. Such committee may not have any representation from a firm's Investment Banking Department
(Rule 472(h)(2)).
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180 Calendar Days (No later than January 26, 2004)

To implement SOA, members and member organizations must make the following disclosures in
research reports:

• If a subject company is or was a client of the member or member organization and, if so, the types of
services provided to the subject company (Rule 472(k)(1)(i)d.1.).

• If the member or member organization received any compensation from a subject company other than for
investment banking services (Rule 472(k)(1)(i)d.2.).

• If a research analyst received any compensation from a subject company in the past 12 months (Rule
472(k)(1)(ii)a.1.).

• If a research analyst or an employee with the ability to influence a research report knows:

• the subject company is or was a client of the member or member organization in the prior 12 months (Rule
472(k)(1)(ii)b.1.)

• if the member or member organization or any affiliate received any noninvestment banking compensation
from a subject company in the prior 12 months (Rule 472(k)(1)(ii)b.2.)

To implement SOA, a research analyst and a member or member organization must disclose in
research reports:

• If a research analyst or member or member organization has reason to know an affiliate of the member or
member organization received any non-investment banking compensation from the subject company in the
past 12 months (Rule 472(k)(1)(iii)a.1., and 2.).

To implement SOA, a research analyst must disclose in public appearances if such analyst knows or
has reason to know:

• If the subject company is or was a client of the member or member organization in the prior 12 months (Rule
472(k)(2)(i)c.1.).

• If the member, or member organization or any affiliate received any compensation from the subject
company in the past 12 months (Rule 472(k)(2)(i)c.2.).

• If the research analyst received any compensation from the subject company in the past 12 months (Rule
472(k)(2)(i)f.).

For purposes of the disclosure requirements noted above, the 180 calendar day implementation date may
be extended up to an additional 90 days thereafter upon written request to and approval by the Exchange,
providing reasonable justification by a member or member organization.

Qualification Requirements for Research Analysts:

• Research analysts primarily responsible for the preparation of the substance of research reports and/or
whose names appear on such reports must be registered with, qualified by, and approved by the Exchange
(Rule 344.10) - within 365 days after implementation of the qualification examination.

• Qualification Examination for research analysts will be implemented - 180 days after SEC approval date.

Continuing Education Requirements for Registered Persons:

• Firm Element - Covered registered persons subject to the Firm Element requirement now includes research
analysts as defined in Rule 344.10 (Rule 345A(b)(1)).

• Regulatory Element - Covered registered persons subject to Regulatory Element requirement include
research analysts as defined in Rule 344.10 (Rule 345A(a)) - implementation to be made in conjunction with
industry rules and regulations upon the registration and qualification of research analysts (see Rule 344.10).

Other Provisions/Dates
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Written supervisory procedures (Rule 472(c)) will be required for each paragraph of the Rule consistent with
the implementation schedule described above.

Amendments to Rule 351:

• Members and member organizations must submit by April 1 of each year to their Designated Examining
Authority, a letter of attestation signed by a senior officer or partner, that the member or member organization
has established and implemented written procedures reasonably designed to comply with the provisions
of Rule 472 (Rule 351(f)). Such attestations must also specifically certify that each research analyst's
compensation was reviewed and approved in accordance with the requirements of Rule 472(h)(2) and that
the basis for such approval has been documented.

The Exchange may issue additional Information Memos to address interpretive issues that arise from the
operation of these amendments. Further, the Exchange will monitor members' and member organizations'
implementation of policies and procedures designed to ensure compliance with the Rule provisions.

Questions regarding this Memo may be directed to William Jannace at (212) 656-2744 or Mary Anne Furlong
at (212) 656-4823.

Salvatore Pallante

Executive Vice President

Attachments

Exhibit A

Rule 472 Communications with the Public

Approval of Communications and Research Reports

(a)(1) Each advertisement, market letter, sales literature or other similar type of communication which is
generally distributed or made available by a member or member organization to customers or the public must
be approved in advance by a member, allied member, supervisory analyst, or qualified person designated
under the provisions of Rule 342(b)(1).

(2) Research reports must be prepared or approved, in advance, by a supervisory analyst acceptable to
the Exchange under the provisions of Rule 344. Where a supervisory analyst does not have technical
expertise in a particular product area, the basic analysis contained in such report may be co-approved by a
product specialist designated by the organization. In the event that the member organization has no principal
or employee qualified with the Exchange to approve such material, it must be approved by a qualified
supervisory analyst in another member organization by arrangement between the two member organizations.

Investment Banking, Research Department and Subject Company Relationships and
Communications

(b)(1) Research analysts may not be subject to the supervision, or control, of any employee of the member's
or member organization's investment banking department and personnel engaged in investment banking
activities may not have any influence or control over the compensatory evaluation of a research analyst.

(2) Research reports may not be subject to review or approval prior to publication by Investment Banking
personnel or any other employee of the member or member organization who is not directly responsible for
investment research (“non-research personnel”) other than Legal or Compliance personnel.

(3) Non-research personnel may review research reports prior to publication only to verify the factual
accuracy of information in the research report or to identify any potential conflicts of interest that may exist,
provided that:
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(i) any written communication concerning the content of research reports between non-research personnel
and Research personnel must be made either through Legal or Compliance personnel or in a transmission
copied to Legal or Compliance personnel; and

(ii) any oral communication concerning the content of research reports between non-research personnel and
Research personnel must be documented and made either with Legal or Compliance personnel acting as
intermediary or in a conversation conducted in the presence of Legal or Compliance personnel.

(4) A member or member organization may not submit a research report to the subject company prior to
publication, except for the review of sections of a draft of the research report solely to verify facts. Members
and member organizations may not, under any circumstances, provide the subject company sections of
research reports that include the research summary, the research rating or the price target.

(i) Prior to submitting any sections of the research report to the subject company, the Research Department
must provide a complete draft of the research report to the Legal or Compliance Department.

(ii) If after submission to the subject company, the Research Department intends to change the proposed
rating or price target, the Research Department must provide written justification to, and receive prior
written authorization from, the Legal or Compliance Department for any change. The Legal or Compliance
Department must retain copies of any drafts and changes thereto of the research reports provided to the
subject company.

(iii) The member or member organization may not notify a subject company that a rating will be changed
until after the close of trading in the principal market of the subject company one business day prior to the
announcement of the change.

(5) A research analyst is prohibited from participating in efforts to solicit investment banking business. This
prohibition includes, but is not limited to, participating in meetings to solicit investment banking business
(e.g., “pitch” meetings) of prospective investment banking clients, or having other communications with
companies for the purpose of soliciting investment banking business. This prohibition shall not apply to any
communication between the research analyst, company, and/or non-research personnel, the sole purpose of
which is due diligence.

Written Procedures

(c) Each member and member organization must establish written procedures reasonably designed to ensure
that members, allied members, member organizations, and their employees are in compliance with this Rule
(see Rule 351(f) and Rule 472(h)(2) for attestations to the Exchange regarding compliance).

Retention of Communications

(d) Communications with the public prepared or issued by a member or member organization must be
retained in accordance with Rule 440 (“Books and Records”). The names of the persons who prepared and
who reviewed and approved the material must be ascertainable from the retained records and the records
retained must be readily available to the Exchange, upon request.

Restrictions on Trading Securities by Research Analysts, Household Members, and Certain
Persons Involved in the Preparation or Publication of Research Reports

(e)(1) No research analyst or household member may purchase or receive an issuer's securities prior to its
initial public offering (e.g., so-called pre-IPO shares), if the issuer is principally engaged in the same types of
business as companies (or in the same industry classification) which the research analyst usually covers in
research reports.

(2) No research analyst or household member may trade in any subject company's securities or derivatives of
such securities that the research analyst follows for a period of thirty (30) calendar days prior to and five (5)
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calendar days after the member's or member organization's publication of research reports concerning such
security or a change in rating or price target of a subject company's securities.

(3) No research analyst or household member may effect trades in a manner inconsistent with the
research analyst's most current recommendations (i.e., sell securities while maintaining a “buy” or “hold”
recommendation, buy securities while maintaining a “sell” recommendation, or effecting a “short sale” in a
security while maintaining a “buy” or “hold” recommendation on such security).

(4) Listed below are exceptions to the prohibitions contained in paragraphs (1), (2), and (3) (Each exception
granted must be in compliance with policies and procedures adopted by the member or member organization
that are reasonably designed to ensure that transactions effected pursuant to these exceptions do not
create a conflict of interest between the professional responsibilities and the personal trading activities of the
research analyst and/or his or her household member.):

(i) transactions by research analysts and/or household members that have been pre-approved in writing
by the Legal or Compliance Department that are made due to an unanticipated significant change in their
personal financial circumstances;

(ii) a member or member organization may permit the publication of research reports or permit a change to
the rating or price target on a subject company, regardless of whether a research analyst [an associated
person] and/or household members traded the subject company's securities or derivatives of such securities,
within the thirty (30) calendar day period described in paragraph (e)(2), when the publication of such research
reports, or change in such rating or price target is attributable to some significant news or events regarding
the subject company, provided that the publication of such research reports, or change in rating or price
target on such subject company has been pre-approved in writing by the Legal or Compliance Department;

(iii) sale transactions by a research analyst, who is new to the member or member organization, and/or his
or her household members within thirty (30) calendar days of such research analyst's employment with the
member or member organization when such research analyst and/or household members had previously
purchased such security or derivatives of such security prior to the research analyst's employment with the
member or member organization;

(iv) sale transactions by a research analyst and/or household member within thirty (30) calendar days from
the date of the member's or member organization's publication of research reports or changes to the rating
or price target on a subject company when such research analyst and/or household members had previously
purchased the subject company's securities or derivatives of such securities prior to initiation of coverage of
the subject company by the research analyst;

(v) transactions in accounts not controlled by the research analyst and for investment funds in which a
research analyst or household member has no investment discretion or control, provided the interest of the
research analyst or household member in the assets of the fund does not exceed 1% of the fund's assets,
and the fund does not invest more than 20% of its assets in securities of issuers principally engaged in the
same types of business as companies (or in the same industry classification) which the research analyst
usually covers in research reports. If an investment fund distributes securities in kind to a research analyst
before the issuer's initial public offering, the research analyst must either divest those securities immediately
or refrain from participating in the preparation of research reports concerning that issuer;

(vi) transactions in a registered diversified investment company as defined under Section 5(b)(1) of the
Investment Company Act of 1940.

(5) No person who supervises research analysts (e.g., Director of Research), a Supervisory Analyst, or a
member of a committee, who has direct influence and/or control with respect to (1) preparing the substance
of research reports, or (2) establishing or changing a rating or price target of a subject company's equity
securities, may effect trades in securities of companies that are the subject of such research reports, or
ratings or price target changes, without the prior approval of the Legal or Compliance personnel of the
member or member organization.
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(6) Members and member organizations must maintain written records for each transaction and the
justification for permitting such transactions for three years following the date the transactions were made
pursuant to the exceptions provided for in Rule 472(e)(4)(i)- (iv), and (5).

Restrictions on Member's or Member Organization's Issuance of Research Reports and
Participation in Public Appearances

(f)(1) A member or member organization may not publish or otherwise distribute research reports regarding
an issuer and a research analyst may not recommend or offer an opinion on an issuer's securities in a public
appearance, for which the member or member organization acted as manager or co-manager of an initial
public offering within forty (40) calendar days following the offering date.

(2) A member or member organization may not publish or otherwise distribute research reports regarding
an issuer and a research analyst may not recommend or offer an opinion on an issuer's securities in a
public appearance, for which the member or member organization acted as manager or co-manager of a
secondary offering within ten (10) calendar days following the offering date. This prohibition shall not apply
to public appearances or research reports published or otherwise distributed under Securities Act Rule 139
regarding issuers whose securities are actively traded, as defined in Securities Exchange Act Rule 101(c)(1)
of Regulation M.

(3) No member or member organization that has agreed to participate or is participating as an underwriter or
dealer (other than as manager or co-manager) of an issuer's initial public offering may publish or otherwise
distribute a research report regarding that issuer and a research analyst may not recommend or offer an
opinion on that issuer's securities in a public appearance for twenty-five (25) calendar days following the
offering date.

(4) No member or member organization which has acted as a manager or co-manager of a securities
offering may publish or otherwise distribute a research report and a research analyst may not recommend
or offer an opinion on an issuer's securities in a public appearance within fifteen (15) days prior to or after
the expiration, waiver or termination of a lock-up agreement or any other agreement that the member or
member organization has entered into with a subject company and its shareholders that restricts or prohibits
the sale of the subject company's or its shareholders' securities after the completion of a securities offering.
This prohibition shall not apply to public appearances or research reports published or otherwise distributed
under Securities Act Rule 139 regarding issuers whose securities are actively traded, as defined in Securities
Exchange Act Rule 101(c)(1) of Regulation M.

(5) A member or member organization may permit exceptions to the prohibitions in paragraphs (f)(1), (2),
and (4) (consistent with other securities laws and rules) for research reports that are published or otherwise
distributed or recommendations or opinions on an issuer's securities made in a public appearance due to
significant news or events, provided that such research reports are pre-approved in writing by the member's
or member organization's Legal or Compliance personnel.

(6) If a member or member organization intends to terminate its research coverage of a subject company,
notice of this termination must be made. The member or member organization must make available a
final research report on the subject company using the means of dissemination equivalent to those it
ordinarily uses to provide the customer with its research reports on the subject company. The report must
be comparable in scope and detail to prior research reports and must include a final recommendation or
rating, unless it is impracticable for the member or member organization to produce a comparable report (e.
g., if the research analyst covering the subject company or sector has the left the employ of the member or
member organization, or where the member or member organization terminates coverage on the industry
or sector). In instances where it is impracticable for the member or member organization to provide a final
recommendation or rating, the member or member organization must provide the rationale for the decision to
terminate coverage.
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Prohibition on Offering Favorable Research for Business and Retaliation Against Research
Analysts

(g)(1) No member or member organization may directly or indirectly offer a favorable research rating or
specific price target, or offer to change a rating or price target, to a subject company as consideration or
inducement for the receipt of business or for compensation.

(2) No member or member organization and no employee of a member or member organization who is
involved with the member's or member organization's investment banking activities may, directly or indirectly,
retaliate against or threaten to retaliate against any research analyst employed by the member or member
organization or its affiliates as a result of an adverse, negative, or otherwise unfavorable research report
written or public appearance made by the research analyst that may adversely affect the member's or
member organization's present or prospective investment banking relationship with the subject company of
a research report. This prohibition shall not limit a member's or member organization's authority to discipline
or terminate a research analyst, in accordance with the member's or member organization's policies and
procedures, for any cause other than the writing of such an unfavorable research report or the making of such
unfavorable public appearance.

Restrictions on Compensation to Research Analysts

(h)(1) No member or member organization may compensate a research analyst for specific investment
banking services transactions. A research analyst may not receive an incentive or bonus that is based on
a specific investment banking services transaction. However, a member or member organization is not
prohibited from compensating a research analyst based upon such member's or member organization's
overall performance (see Rule 472(k)(1)(ii)a.2. for disclosure of such compensation).

(2) The compensation of a research analyst primarily responsible for the preparation of the substance of a
research report must be reviewed and approved at least annually by a committee which reports to the Board
of Directors or, where the member or member organization has no Board of Directors, to a senior executive
officer of the member or member organization. Such committee may not include representatives from the
member's or member organization's Investment Banking Department. The committee must, among other
things, consider the following factors, if applicable, when reviewing such research analyst's compensation:

i. The research analyst's individual performance, (e.g., productivity, and quality of research product);

ii. The correlation between the research analyst's recommendations and stock price performance;

iii. The overall ratings received from clients, sales force, and peers independent of the Investment Banking
Department, and other independent rating services.

The committee may not consider as a factor in reviewing and approving such research analyst's
compensation, his or her contributions to the member's or member organization's investment banking
business.

The committee must document the basis upon which such research analyst's compensation was established.
The annual attestation required by Rule 351(f) must certify that the committee reviewed and approved the
compensation for each research primarily responsible for the preparation of the substance of a research
report and has documented the basis upon which such compensation was established.

General Standards for All Communications

(Formerly positioned at Supplementary Material .30)

(i) No change

Specific Standards for Communications
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(Formerly positioned at Supplementary Material .40)

(j) No change (except for deletion of .40(2))

Disclosure

(k)(1) Disclosures Required in Research Reports

Disclosure of Member's, Member Organization's, and Research Analyst's Ownership of Securities,
Receipt of Compensation, and Subject Company Relationships

The front page of a research report either must include the disclosures required under this Rule or must refer
the reader to the page(s) on which each such disclosure is found. Disclosures, and references to disclosures,
must be clear, comprehensive, and prominent.

(i) A member or member organization must disclose in research reports:

a. if the member or member organization or its affiliates:

1. has managed or co-managed a public offering of securities for the subject company in the past twelve (12)
months;

2. has received compensation for investment banking services from the subject company in the past twelve
(12) months; or

3. expects to receive or intends to seek compensation for investment banking services from the subject
company in the next three (3) months.

b. if the member or member organization is making a market in the subject company's securities at the time
the research report is issued;

c. if, as of the last day of the month immediately preceding the date the publication (or the end of the second
most recent month if the publication is less than ten (10) calendar days after the end of the most recent
month), the member or member organization or its affiliates beneficially own 1% or more of any class of
common equity securities of the subject company. The member or member organization must make the
required beneficial ownership computation no later than ten (10) calendar days after the end of the prior
month. Computation of beneficial ownership of securities must be based upon the same standards used
to compute ownership for purposes of the reporting requirements under Section 13(d) of the Securities
Exchange Act of 1934;

d. if, as of the last day of the month immediately preceding the date of publication of the research report (or
the end of the second most recent month if the publication date is less than thirty (30) calendar days after the
end of the most recent month):

1. the subject company currently is a client of the member or member organization or was a client of the
member or member organization during the twelve (12)-month period preceding the date of distribution of
the research report (In such instances, the member or member organization also must disclose the types of
services provided to the subject company. For purposes of this paragraph, the types of services provided to
the subject company may be described as investment banking services, non-investment banking-securities
related services, and non-securities services.);

2. the member or member organization received any compensation for products or services other than for
investment banking services from the subject company in the past twelve (12) months.

e. the valuation methods used, and any price objectives must have a reasonable basis and include a
discussion of risks;

f. the meanings of all ratings used by the member or member organization in its ratings system (For example,
a member or member organization might disclose that a “strong buy” rating means that the rated security's
price is expected to appreciate at least 10% faster than other securities in its sector over the next twelve (12)-
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month period. Definitions of ratings terms also must be consistent with their plain meaning. Therefore, for
example, a “hold” rating should not mean or imply that an investor should sell a security.);

g. the percentage of all securities that the member or member organization recommends an investor “buy,”
“hold,” or “sell.” Within each of the three (3) categories, a member or member organization must also disclose
the percentage of subject companies that are investment banking services clients of the member or member
organization within the previous twelve (12) months (see Rule 472.70 for further information);

h. a chart that depicts the price of the subject company's stock over time and indicates points at which a
member or member organization assigned or changed a rating or price target. This provision would apply only
to securities that have been assigned a rating for at least one (1) year, and need not extend more than three
(3) years prior to the date of the research report. The information in the price chart must be current as of the
end of the most recent calendar quarter (or the second most recent calendar quarter if the publication date is
less than fifteen (15) calendar days after the most recent calendar quarter).

(ii) A member or member organization must include the following disclosures in research reports:

a. if a research analyst received any compensation:

1. from the subject company in the past twelve (12) months;

2. that is based upon (among other factors) the member's or member organization's overall investment
banking revenues.

b. if, to the extent the research analyst or an employee of the member or member organization with the ability
to influence the substance of a research report, knows:

1. the subject company currently is a client of the member or member organization or was a client of the
member or member organization during the twelve (12)-month period preceding the date of distribution of
the research report. In such instances, such member or member organization also must disclose the types of
services provided to the subject company (For purposes of paragraph (k)(1) of this Rule, the types of services
provided to the subject company may be described as investment banking services, non-investment banking-
securities related services, and non-securities services.). (For purpose of paragraph (k)(1) of this Rule, an
employee of a member or member organization with the ability to influence the substance of the research
report is an employee who, in the ordinary course of that person's duties, has the authority to review the
particular research report and to change that research report prior to publication.);

2. that the member, member organization or any affiliate thereof, received any compensation for products or
services other than investment banking services from the subject company in the past twelve (12) months.

(iii) A research analyst and a member or member organization must disclose in research reports:

a. if, to the extent the research analyst or member or member organization has reason to know, an affiliate
of the member or member organization received any compensation for products or services other than
investment banking services from the subject company in the past twelve (12) months;

1. This requirement will be deemed satisfied if such compensation is disclosed in research reports within
thirty (30) days after completion of the most recent calendar quarter, provided that the member or member
organization has taken steps reasonably designed to identify such compensation during that calendar quarter.

2. The member or member organization and the research analyst will be presumed not to have reason to
know whether an affiliate received compensation for other than investment banking services from the subject
company in the past twelve (12) months if the member or member organization maintains and enforces
policies and procedures reasonably designed to prevent all research analysts and employees of the member
or member organization with the ability to influence the substance of research reports from, directly or
indirectly, receiving information from the affiliate concerning such compensation.

3. Paragraph 472(k)(1)(iii)a. shall not apply to any subject company as to which the member or member
organization initiated coverage since the beginning of the current calendar quarter.
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b. if the research analyst or a household member has a financial interest in the securities of the subject
company, and the nature of the financial interest, including, without limitation, whether it consists of any
option, right, warrant, futures contract, long or short position;

c. if the research analyst or a household member is an officer, director, or advisory board member of the
subject company;

d. any other actual, material conflict of interest of the research analyst, or member or member organization,
of which the research analyst knows, or has reason to know, at the time the research report is published or
otherwise distributed.

When a member or member organization publishes or otherwise distributes a research report covering six
(6) or more subject companies for purposes of the disclosures required in paragraph (k)(1) of this Rule, such
research report may direct the reader in a clear and prominent manner as to where the reader may obtain
applicable current disclosures in written or electronic format.

(k)(2) Disclosures Required in Public Appearances

Disclosure of Member's, Member Organization's, and Research Analyst's Ownership of Securities,
Receipt of Compensation, and Subject Company Relationships

(i) A research analyst must disclose in public appearances:

a. if, as of the last day of the month before the appearance (or the end of the second most recent month if
the appearance is less than ten (10) calendar days after the end of the most recent month), the member or
member organization or its affiliates beneficially own 1% or more of any class of common equity securities
of the subject company. The member or member organization must make the required beneficial ownership
computation no later than ten (10) calendar days after the end of the prior month. Computation of beneficial
ownership of securities must be based upon the same standards used to compute ownership for purposes of
the reporting requirements under Section 13(d) of the Securities Exchange Act of 1934;

b. if the research analyst or a household member has a financial interest in the securities of the subject
company, and the nature of the financial interest, including, without limitation, whether it consists of any
option, right, warrant, futures contract, long or short position;

c. if, to the extent the research analyst knows or has reason to know:

1. the subject company currently is a client of the member or member organization or was a client of the
member or member organization during the twelve (12)-month period preceding the date of the public
appearance by the research analyst. In such instances, the research analyst also must disclose the types of
services provided to the subject company (For purposes of this paragraph, the types of services provided to
the subject company may be described as investment banking services, non-investment banking-securities
related services, and non-securities services.);

2. the member or member organization or any affiliate thereof, received any compensation from the subject
company in the past twelve (12) months.

d. any other actual, material conflict of interest of the research analyst, or member or member organization, of
which the research analyst knows, or has reason to know, at the time the public appearance is made;

e. if the research analyst or a household member is an officer, director, or advisory board member of the
subject company;

f. if the research analyst received any compensation from the subject company in the past twelve (12)
months.

(k)(3) Exceptions to the Required Disclosures

(i) A member or member organization or a research analyst will not be required to make a disclosure required
by Rule 472(k)(l)(i)a.2. and 3., (k)(1)(i)d.1., (k)(1)(ii)b.1., and (k)(2)(i)c. to the extent such disclosure would
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reveal material non-public information regarding specific potential future investment banking services
transactions of the subject company.

Other Communications Activities

(l) Other communications activities are deemed to include, but are not limited to, conducting interviews with
the media, writing books, conducting seminars or lecture courses, writing newspaper or magazine articles, or
making radio/TV appearances.

Members and member organizations must establish specific written supervisory procedures applicable to
members, allied members, and employees who engage in these types of communications activities. These
procedures must include provisions that require prior approval of such activity by a person designated under
the provisions of Rule 342(b)(1). These types of activities are subject to the general standards set forth in
paragraph (i). In addition, any activity which includes discussion of specific securities is subject to the specific
standards in paragraph (j).

Small Firm Exception

(m) The provisions of Rule 472(b)(1), (2) and (3) do not apply to members and member organizations that
over the three previous years, on average per year, have participated in ten (10) or fewer investment banking
services transactions as manager or co-manager and generated $5 million or less in gross investment
banking services revenues from those transactions. For purposes of this paragraph, the term “investment
banking services transactions” shall include both debt and equity underwritings but not municipal securities
underwritings. Members and member organizations that qualify for this exemption must maintain records for
three (3) years of any communications that, but for this exemption, would be subject to paragraphs (b)(1), (2),
and (3) of this Rule.

.10 Definitions

(1) Communication - The term “Communication” is deemed to include, but is not limited to, advertisements,
market letters, research reports, sales literature, electronic communications, communications in and with the
press, and wires and memoranda to branch offices or correspondent firms which are shown or distributed to
customers or the public.

(2) Research Report - “Research report” is generally defined as a written or electronic communication which
includes an analysis of equity securities of individual companies or industries, and provides information
reasonably sufficient upon which to base an investment decision.

For purposes of approval by a supervisory analyst pursuant to Rule 472(a)(2), the term research report
includes, but is not limited to, a report which recommend s equity securities, derivatives of such securities,
including options, debt and other types of fixed income securities, single stock futures products, and other
investment vehicles subject to market risk.

(3) Advertisement - “Advertisement” is defined to include, but is not limited to, any sales communications
that is published, or designed for use in any print, electronic or other public media such as newspapers,
periodicals, magazines, radio, television, telephone recording, web sites, motion pictures, audio or video
device, telecommunications device, billboards, or signs.

(4) Market letters - “Market letters” are defined as, but are not limited to, any written comments on market
conditions, individual securities, or other investment vehicles that are not defined as research reports. They
also may include “follow-ups” to research reports and articles prepared by members or member organizations
which appear in newspapers and periodicals.

(5) Sales literature - “Sales literature” is defined as, but is not limited to, written or electronic communications
including, but not limited to, telemarketing scripts, performance reports or summaries, form letters, seminar
texts, and press releases discussing or promoting the products, services, and facilities offered by a member
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or member organization, the role of investment in an individual's overall financial plan, or other material calling
attention to any other communication.

.20 For purposes of this Rule, “investment banking services” includes, without limitation, acting as an
underwriter in an offering for the issuer; acting as a financial adviser in a merger or acquisition; providing
venture capital, equity lines of credit, PIPEs (private investment, public equity transaction), or similar
investments; or serving as placement agent for the issuer.

.30 For purposes of this Rule, the term “Investment Banking Department” means any department or division
of the member or member organization, whether or not identified as such, that performs any investment
banking services on behalf of the member or member organization.

.40 For purposes of this Rule, the term “research analyst” includes a member, allied member, or employee of
a member or member organization primarily responsible for, and any person who reports directly or indirectly
to such research analyst in connection with, the preparation of the substance of a research report, whether or
not any such person has the job title of “research analyst.”

For purposes of this Rule, the term “household member” means any individual whose principal residence
is the same as the research analyst's principal residence. Paragraphs (e)(1), (2), (3), (4)(i), (ii), (iii), (iv) and
(v), (k)(1)(iii)b., c., and (k)(2)(i)b. and e. apply to any account in which a research analyst has a financial
interest, or over which the research analyst exercises discretion or control, other than an investment company
registered under the Investment Company Act of 1940. The trading restrictions applicable to research
analysts and household members (i.e., paragraphs (e)(1), (2), (3), (4)(i), (ii), (iii), (iv) and (v); do not apply
to a “blind trust” account that is controlled by a person other than the research analyst or research analyst's
household member where neither the research analyst nor household member knows of the account's
investments or investment transactions.

.50 For purposes of this Rule, the term “public appearance” includes, without limitation, participation by a
research analyst in a seminar, forum (including an interactive electronic forum), radio, television or print
media interview, or public speaking activity, or the writing of a print media article in which such research
analyst makes a recommendation or offers an opinion concerning any equity securities.

.60 For purposes of this Rule, “subject company” is the company whose equity securities are the subject of a
research report, or a public appearance.

.70 For purposes of Rule 472(k)(1)(i)(h), a member or member organization must determine, based on
its own ratings system, into which of the three (3) categories each of their securities ratings utilized falls.
This information must be current as of the end of the most recent calendar quarter (or the second most
recent calendar quarter if the publication date is less than fifteen (15) calendar days after the most recent
calendar quarter). For example, a research report might disclose that the member or member organization
has assigned a “buy” rating to 58% of the securities that it follows, a “hold” rating to 15%, and a “sell” rating to
27%.

Rule 472(k)(1)(i)h. requires members or member organizations to disclose the percentage of companies
that are investment banking services clients for each of the three (3) ratings categories within the previous
twelve (12) months. For example, if twenty (20) of the twenty-five (25) companies to which a member or
member organization has assigned a “buy” rating are investment banking clients of the member or member
organization, the member or member organization would have to disclose that 80% of the companies that
received a “buy” rating are its investment banking clients. Such disclosure must be made for the “buy,” “hold”
and “sell” ratings categories as appropriate.

.80 For purposes of this Rule, the term “Legal or Compliance Department” also includes, but is not limited to,
any department of the member or member organization which performs a similar function.

.90 For purposes of Rule 472(a)(1), a qualified person is one who has passed an examination acceptable to
the Exchange.
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.100 For purposes of this Rule, the term “initial public offering” refers to the initial registered equity security
offering by an issuer, regardless of whether such issuer is subject to the reporting requirements of Section
13 or 15(d) of the Securities Exchange Act of 1934, prior to the time of the filing of such issuer's registration
statement.

.110 For purposes of this Rule, a secondary offering shall include a registered follow-on offering by an issuer
or a registered offering by persons other than the issuer involving the distribution of securities subject to
Regulation M of the Securities Exchange Act of 1934.

.120 For purposes of this Rule, the term “offering date” refers to the later of the effective date of the
registration statement or the first date on which the security was bona fide offered to the public.

Reporting Requirements

Rule 351

(a) - (e) No change

(f) Each member and member organization that prepares, issues or distributes research reports or whose
research analysts make public appearances, is required to submit to the member's or member organization's
Designated Examining Authority, annually, a letter of attestation signed by a senior officer or partner that
the member or member organization has established and implemented procedures reasonably designed
to comply with the provisions of Rule 472. The attestation must also specifically certify that each research
analyst's compensation was reviewed and approved in accordance with the requirements of Rule 472(h)(2)
and that the basis for such approval has been documented.

* * * *

.11 For purposes of Rule 351(f), the attestation must be submitted by April 1 of each year.

.12 The term “research report” is defined in Rule 472.10 and the term “public appearance” is defined in Rule
472.50.

Research Analysts and Supervisory Analysts

Rule 344

Rule 344. Research analysts and supervisory analysts must be registered with, qualified by, and approved by
the Exchange.

.10 For purposes of this Rule, the term “research analyst” includes a member, allied member, or employee
who is primarily responsible for the preparation of the substance of a research report and/or whose name
appears on such report. Such research analysts must pass a qualification examination acceptable to the
Exchange.

.11 For purposes of this Rule, the term “supervisory analyst” includes a member, allied member, or employee
who is responsible for preparing or approving research reports under Rule 472(a)(2). In order to show
evidence of acceptability to the Exchange as a supervisory analyst, a member, allied member, or employee
may do one of the following:

(1) Present evidence of appropriate experience and pass an Exchange Supervisory Analyst Examination
(Series 16).

(2) Present evidence of appropriate experience and successful completion of a specified level of the
Chartered Financial Analysts Examination prescribed by the Exchange and pass only that portion of the
Exchange Supervisory Analyst Examination (Series 16) dealing with Exchange rules on research standards
and related matters.

The Exchange publishes a Study Outline for the Research Analyst Examination and the Supervisory Analyst
Examination (Series 16).

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

210

http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D13/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D13/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D15%28d%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE351/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE472/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE472%28h%29%282%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE472.10/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE472.50/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE472.50/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE344/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE344/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE472%28a%29%282%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


Continuing Education For Registered Persons

Rule 345A.(a) Regulatory Element - No change

(b) Firm Element

(1) Persons Subject to the Firm Element - The requirements of Section (b) of this Rule shall apply to
any registered person who has direct contact with customers in the conduct of the member's or member
organization's securities sales, trading or investment banking activities, and to the immediate supervisors
of such persons, and to registered persons who function as supervisory analysts, and research analysts as
defined in Rule 344 (collectively, “covered registered persons”).

(2) Standards - No change

(3) Participation in the Firm Element - No change

(4) Specific Training Requirements - The Exchange may require a member or member organization, either
individually or as part of a larger group, to provide specific training to its covered registered persons in such
areas the Exchange deems appropriate. Such a requirement may stipulate the class of covered registered
persons for which it is applicable, the time period in which the requirement must be satisfied and, where
appropriate, the actual training content.

.10 For purposes of this Rule, the term “registered person” means any member, allied member, registered
representative, or other person registered or required to be registered under Exchange rules, but does not
include any such person whose activities are limited solely to the transaction of business on the Floor with
members or registered broker-dealers.

.20 -.40 No change

.50 Pursuant to Rule 345A(b)(1), all persons registered as research analysts and supervisory analysts
pursuant to Rule 344 must participate in a Firm Element Continuing Education program that includes training
in applicable rules and regulations, ethics, and professional responsibility.

Exhibit B

Interpretation

Rule 472 COMMUNICATIONS WITH THE PUBLIC

(k)(2) Disclosure Required in Public Appearances

/01 Public Appearances - Print Media

When a research analyst recommends securities in a print or broadcast media interview, newspaper article or
other type of public medium all of the disclosures required under Rule 472(k)(2) are required to be provided to
the media outlet for inclusion in the published interview, article, broadcast, or other medium.

Whenever a research analyst recommends securities in a print media interview, newspaper article prepared
under his or her name, or broadcast, a record of such interview, article or broadcast must be made within
forty-eight (48) hours of such interview, article or broadcast. Such record must be prepared by the research
analyst, Legal or Compliance personnel or Research Department management.

Such record must include, at minimum, the name of the research analyst(s), the name of the publication,
the date of the interview, article, or broadcast the name of the interviewer (if applicable), the name(s) of the
securities recommended and the specific disclosures provided to the print or broadcast media source and/
or interviewer. Such record must be made regardless of whether the media outlet published or broadcast
the required disclosures. The research analyst's member or member organization must retain the record of
such interview, article, or broadcast and the disclosures made in a manner consistent with Rule 17a-4 of
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the Securities Exchange Act of 1934. The record retained must be readily available to the Exchange, upon
request.

Exhibit C

NYSE INTERPRETATION HANDBOOK

Rule 345A CONTINUING EDUCATION FOR REGISTERED PERSONS

(b) FIRM ELEMENT

(b)(1)

/01 Persons Subject to Firm Element

The Firm Element applies to each member and member organization and its covered registered persons.
Such covered persons include salespeople, traders, investment bankers and others who conduct a securities
business with public customers, and their immediate supervisors. Some examples of covered persons are set
forth below.

• Sales Trader with direct customer (non-broker-dealer) contact.

• Investment Banker who solicits new business, contacts customers or prospective customers in an advisory
capacity or participates in sales presentations.

• Research Analyst, and Supervisory Analyst.

• Market personnel or other persons who give presentations to customers.

The immediate supervisors of the above persons are also covered persons.

Examples of those who are not covered persons are:

• Sales Trader dealing only with broker-dealer personnel.

• Investment Banking employee who performs analytical work with no customer contact.

• Marketing Personnel who design and develop sales literature but do not make sales presentations.

Additionally, persons whose sole customer contact is in dealing with customers or responding to customer
inquiries on administrative or operations-type matters will not be covered persons under the Firm Element.

#87357

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release No. 48252 (July 29, 2003), 68 FR 45875 (August 4, 2003) (SR-
NYSE-2002-49).

2  See Securities Exchange Act Release No. 45908 (May 10, 2002), 67 FR 34969 (May 16, 2002) (SR-
NYSE-2002-09).
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New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 NYSE

Market Surveillance

TO: ALL MEMBERS, MEMBER ORGANIZATIONS AND CHIEF OPERATING OFFICERS

SUBJECT: AMENDMENTS TO THE RULE 476A FINE SCHEDULE AND ADDITIONS TO THE LIST OF
RULES SUBJECT TO THE IMPOSITION OF FINES FOR MINOR VIOLATIONS UNDER RULE 476A
PROCEDURES

The Securities and Exchange Commission has approved 1   an amended schedule of fines for violations of
rules pursuant to the provisions of Rule 476A (Imposition of Fines for Minor Violations of Rules). The amount
of the fines for the violation of a rule subject to Rule 476A provisions has been increased for violations
effected by individuals. In addition, there are only two levels of fines for member organizations.

The purpose of the summary fine procedure in Rule 476A is to deter violations of Exchange rules through the
imposition of a meaningful sanction. The fine schedule originally adopted in 1985 has not been revised since
it was first introduced. The Exchange has increased the amounts of certain of the fines that may be imposed
pursuant to Rule 476A to ensure that the fine program for minor rule violations continues to be a meaningful
deterrent to violative behavior.

The Exchange has amended Rule 476A to establish only two levels of fines for member organizations
by raising the first time fine for member organizations to $2,500, and all subsequent fines to $5,000. For
individuals, the first fine would be $1,000, the second fine would be $2500, and subsequent fines would be
$5,000.

The revised schedule is as follows:

Fine Amount Individual
First Time Fined $1000

**  Second Time Fined $2500
**  Subsequent Fines $5000

Fine Amount
Member

Organization
First Time Fined $2,500

**  Subsequent Fines $5,000

**  Within a "rolling" 12-month period

The Securities and Exchange Commission has also approved 2   the addition of the following rules to the
list of rules for violations of which the Exchange may determine to impose fines pursuant to the expedited
procedures of Rule 476A:
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• Rule 60 relates to the dissemination of quotations for reported securities.

• Rule 124 relates to prohibited odd-lots, the unbundling of round-lot orders, failure to aggregate odd-lot
orders into round-lot orders, the entry of both buy and sell odd-lot limit orders for the purpose of capturing the
spread in the stock, and order entry practices intended to circumvent the round-lot market.

• Rule 130 pertains to the submission of trade data required for overnight comparison of transactions effected
on the Exchange.

• Rule 407A requires members to report and update information to the Exchange regarding certain accounts
in which they have an interest.

• Rule 411(b) requires persons entering multiple odd-lot orders in the same stock, which aggregate to 100
shares or more, to aggregate the orders into round lots, where possible, for execution in the round-lot auction
market.

• Rule 440I requires the maintenance of certain compensation records by members and member
organizations.

• Rule 445(4) requires the designation and identification to the Exchange of a person or persons responsible
for implementing and monitoring the day-to-day operations and internal controls of Anti-Money Laundering
Programs.

Members and member organizations who receive fines assessed pursuant to the Exchange's minor fine
program under Rule 476A are not required to amend their Form BD.

Members and member organizations are reminded that, notwithstanding the procedures authorized by Rule
476A, the Exchange may, in any case it deems appropriate, proceed to bring charges and commence a
disciplinary proceeding under Rule 476.

The “List of Exchange Rule Violations and Fines Applicable Thereto Pursuant to Rule 476A” and the amount
of fines that may be imposed are contained in Exhibit A.

Questions concerning any matters in this Information Memo may be directed to Brian McNamara (212)
656-7086 or Donald Siemer (212) 656-6940.

Regina C. Mysliwiec

Senior Vice President

Attachments

EXHIBIT A

Additions underscored

Deletions [bracketed]

Rule 476A

Imposition of Fines for Minor Violation of Rules

(a) In lieu of commencing a “disciplinary proceeding” as that term is used in Article IX of the Exchange
Constitution, the Exchange may, subject to the requirements set forth in this Rule, impose to fine, not to
exceed $5,000, on any member, member organization, allied member, approved person, or registered or non-
registered employee of a member or member organization, for any violation of a rule of the Exchange, which
violation the Exchange shall have determined is minor in nature. Any fine imposed pursuant to this Rule and
not contested shall not be publicly reported, except as may be required by Rule 19d-1 under the Securities
Exchange Act of 1934, and as may be required by any other regulatory authority.
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(b) In any action taken by the Exchange pursuant to this Rule, the person against whom a fine is imposed
shall be served (as provided in paragraph (d) of Rule 476) with a written statement, signed by an authorized
officer or employee of the Exchange on behalf of the Division or Department of the Exchange taking the
action, setting forth (i) the rule or rules alleged to have been violated; (ii) the act or omission constituting each
such violation; (iii) the fine imposed for each such violation; and (iv) the date by which such determination
becomes final and such fine becomes due and payable to the Exchange, or such determination must be
contested as provided in paragraph (d), such date to be not less than 25 days after the date of service of the
written statement.

(c) If the person against whom a fine is imposed pursuant to this Rule pays the fine, such payment shall be
deemed to be a waiver by such person of such person's right to a disciplinary proceeding under Rule 476 and
any review of the matter by a Hearing Panel or the Board of Directors of the Exchange.

(d) Any person against whom a fine is imposed pursuant to this Rule may contest the Exchange's
determination by filing with the Division or Department of the Exchange taking the action not later than the
date by which such determination must be contested, a written response meeting the requirements of an
“Answer” as provided in Rule 476(d), at which point the matter shall become a “disciplinary proceeding”
subject to the provisions of Rule 476. In any such disciplinary proceeding, if the Hearing Panel determines
that the person charged is guilty of the rule violation(s) charged, the Panel shall (i) be free to impose any one
or more of the disciplinary sanctions provided in Rule 476 and (ii) determine whether the rule violation(s) is
minor in nature. The Division or Department of the Exchange which commenced the action under this Rule,
the person charged, and any member of the Board of Directors of the Exchange may require a review by the
Board of any determination by the Hearing Panel by proceeding in the manner described in Rule 476(f).

(e) The Exchange shall prepare and announce to its members and member organizations from time to time
a listing of the Exchange rules as to which the Exchange may impose fines as provided in this Rule. Such
listing shall also indicate the specific dollar amount that may be imposed as a fine hereunder with respect
to any violation of any such rule or may indicate the minimum and maximum dollar amounts that may be
imposed by the Exchange with respect to any such violation. Nothing in this Rule shall require the Exchange
to impose a fine pursuant to this Rule with respect to the violation of any rule included in any such listing and
the Exchange shall be free, whenever it determines that any violation is not minor in nature, to proceed under
Rule 476 rather than under this Rule.

Supplementary Material:

List of Exchange Rule Violations and Fines Applicable Thereto Pursuant to Rule 476A

• Rule 15 (ITS and Pre-Opening Applications) and Rule 15A (ITS “Trade-Throughs” and “Locked-Markets”
and ITS Block Trade Policy)

• Rule 35 requirement that employees of members and member organizations be registered with, qualified by,
and approved by the Exchange before being admitted to the Trading Floor.

• Rule 60 requirements for dissemination of quotations for reported securities

• Violation of the agency provisions of Rule 72(b)

• Rule 79A.15 requirements for specialists' display of customer limit orders

• Rule 79A.30 requirement to obtain Floor Official approval for trades at wide variations from last sale

• Rule 80A(b) restrictions on entry of stop orders and stop limit orders

• Rule 80A(c) and (d) tick requirements for certain orders when the Dow Jones Industrial Average *   has
moved 50 points from the previous close

• Rule 91.10 requirements for a specialist to summon a representative of a firm who had entrusted an order
with the specialist who has elected to take or supply for his or her account the securities named in the order
to confirm the acceptance or rejection of such transaction.
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• Rule 95 order identification requirements and prohibition of transactions which involve discretion on the
Floor as to choice of security, total amount of security to be bought or sold or whether transaction is purchase
or sale.

• Rule 97(a) prohibitions regarding subsequent purchases of stock on the same trading day, after effecting a
block transaction with a customer.

• Reporting rule violations (Rule 97.40, 104A.50, 107A.30, 112A.10, 304(h)(2), 312(a), (b) & (c), 313, 345.12,
345.17, 346(c), 351, 421, 440F, G & H and 706)

• Participation in the Specialist Performance Evaluation Questionnaire (SPEQ) Process (Rule 103A)

• Rule 104.10 (Functions of Specialists)

• Rule 104.12 Specialist investment account rule violations

• Rule 105 and Guidelines (Specialist Specialty Stock Option Transactions)

• Specialists' Contact With Listed Companies and Member Organizations (Rule 106)

• Rule 107A.10 RCMM stabilization requirement violations

• Rule 112(d) Competitive Trader stabilization requirement violations

• Rule 116.30 requirements for specialists' stopping stock

• Record retention rule violations (Rules 117, 121, 123, 123A.20, 345.11, 410, 432(a), 440, 440I, and 472(c))

• Failure to Time-Record Orders Received at the Specialist's Post (Rule 121) and Failure to Time-Record
Orders received at a Member's Booth from off the Floor (Rule 123)

• Failure of a member or member organization to use standardized Floor stationery as required by Rule
123A.23

• Percentage Orders (Rule 123A.30)

• Rule 123A.40 requirement to obtain Floor Official approval for election of stop orders

• Rule 124(A) prohibits unbundling of round-lot orders, failure to aggregate odd-lot orders into round-lot
orders, the entry of both buy and sell odd-lot limit orders for the purpose of capturing the spread in the stock,
and order entry practices intended to circumvent the round-lot market

• Failure to utilize procedures of Rule 127 to satisfy all better priced limit orders when effecting block crosses
outside the quote and failure to provide public orders an execution at the cross price when required by Rule
127 procedures

• Failure to submit required trade data to comparison pursuant to Rule 130 within time periods determined by
the Exchange.

• Failure to collect and/or submit all audit trail data specified in Rule 132

• Rule 134(c) and (e) requirement to comply with specified QT procedures and time periods

• Failure to Obtain Exchange Approval Rule Violations (Rules 312(h) & (i), 342(c), 342.10, 346(e) and (f),
382(a) and 791(c))

• Failure of a member organization to have individuals responsible and qualified for the positions of Financial
Principal, Operations Principal, Compliance Official, Branch Office Manager and Supervisory Analyst (Rules
342(b), (d) & .13, 311(b)(5) and 344)

• Rule 343 requirements relating to member organization office sharing arrangements

• Failure of a member organization to have individuals responsible and qualified for the positions of Securities
Lending Supervisor and Securities Trader Supervisor (Rule 345(a))

• Failure to obtain employer's prior written consent for engaging in an outside activity as required by Rule
346(b)
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• Guaranteeing a customer's account against loss or sharing in profits or losses as prohibited by Rule 352(b)
and (c)

• Rule 387 requirements for customer COD/POD transactions

• Rule 392 notification requirements

• Rule 407 requirements for transactions of employees of the Exchange, members or member organizations

• Rule 407A reporting and notification requirements for members

• Rule 408(a) requirement that written authorization be obtained for discretionary power in a customer's
account

• Rule 410A requirements for automated submission of trading data

• Rule 410B requirements to report transactions in Exchange listed securities not otherwise reported to the
Consolidated Tape

• Rule 411(b) requirements to bundle multiple odd-lot orders in the same stock, which aggregate to 100
shares or more, to aggregate the orders into round-lot orders

• Failure to transfer a customer securities account in accordance with the requirements of Rule 412 and the
interpretations thereunder

• Rule 440B short sale rule violations

• Rule 440C failure to deliver against a short sale without diligent effort to borrow

• Failure to designate and identify to the Exchange an Anti-Money Laundering contact person or persons as
required by Rule 445(4)

• Rules 451 and 452 requirements relating to transmission of proxy material and authorizing the giving of
proxies

• Rule 460.30 notification requirements

• Misstatements or omission of fact on submissions filed with the Exchange (Rule 476(a)(10))

• Failure to submit books and records or to furnish information on the date or within the time period that the
Exchange requires (Rule 476(a)(11))

• Rules 704 and 705 options position limits and exercise limits

• Failure of a member organization to have individuals responsible and qualified for the positions of
Registered Options Principal, Senior Registered Options Principal and Compliance Registered Options
Principal (Rules 720 and 722(b))

• Rule 726 options disclosure document and prospectus delivery requirement violations

• Rule 750(e)(i) requirement for options specialists to establish bid/ask spreads not greater than the maximum
permitted Competitive Options Traders, based upon the price of the option or the bid/ask differential of the
underlying security

• Rule 758(b)(i)(C)(1) requirement for Competitive Options Traders to establish bid/ask spreads no greater
than the maximum permitted, based on the price of the option or the bid/ask differential of the underlying
security

• Rule 758(b)(ii)(A) limitations on principal/agency trading of a Competitive Options Trader

• Rule 762 requirements to file option trade information

• Rule 780(b)(i) requirement for members and member organizations to indicate final decisions of holders of
equity options either to exercise or not to exercise expiring equity options by a specific time

• Rule 780(f) requirement for members and member organizations to make, keep and file with the Exchange
records concerning final exercise decisions made with respect to options in certain circumstances
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• Rule 780.10(b) requirement to deliver “exercise advice”

• Rule 781 allocation of exercise assignment notice violations

• Violations of Exchange policies regarding procedures to be followed in delayed opening situations

• Failure to adhere to Expiration Day Auxiliary Opening Procedures for order entry, order identification and
imbalance publication with respect to orders relating to expiration of index-related derivative products

• Failure to adhere to entry and cancellation procedures for limit-at-the-close and market-at-the-close orders
on non-expiration days, expiration Fridays and quarterly expiration days.

• Failure of new member to adhere to order execution supervision procedures during period the member is
required to wear a temporary badge

• Failure to adhere to procedures for automatic execution of orders under the NYSE Direct+ facility (Rules
1000 - 1005)

Fine Amount Individual [Member Organization]
First Time Fined $ [500] 1,000 [$1,000]
**Second Time Fined $[ 1,000] 2,500 [ $2,500]
**Subsequent Fines $ [2,500] 5,000 [$5,000]

Fine Amount
Member

Organization
First Time Fined $2,500

**   Subsequent Fines $5,000
* “Dow Jones Industrial Average” is a service mark of Dow Jones & Co., Inc.

**  Within a "rolling" 12-month period.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release No. 48195 (July 17, 2003), 68 FR 44131 (July 25, 2003) (SR-
NYSE-2003- 13); noticed in Securities Exchange Act Release No. 47985 (June 4, 2003), 68 FR 35046
(June 11, 2003).

2  See Securities Exchange Act Release No. 48194 (July 17, 2003), 68 FR 44131 (July 25, 2003) (SR-
NYSE-2003- 14); noticed in Securities Exchange Act Release No. 47984 (June 4, 2003), 68 FR 35045
(June 11, 2003).

*  "Dow Jones Industrial Average" is a service mark of Dow Jones & Co., Inc.
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July 29, 2003

   New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005

NYSE

Member Firm Regulation

ATTENTION: MANAGING PARTNER, CHIEF EXECUTIVE OFFICER, BRANCH OFFICE MANAGERS,
COMPLIANCE OFFICER, TRAINING AND HR DIRECTORS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: REGULATORY ELEMENT CONTINUING EDUCATION - SUPERVISORS PROGRAM (S201)
AVAILABLE FOR FOREIGN AND IN-FIRM DELIVERY

Foreign Administration

Effective July 14, 2003, the Regulatory Element Continuing Education Supervisors Program (S201) became
available for administration at Pearson VUE Centers in London and Paris.

Registered supervisory personnel residing in Belgium, France, Luxembourg, the Netherlands, and the
United Kingdom will no longer be granted foreign deferrals for the Supervisors Program (S201). Individuals
residing in these countries, who have previously been granted foreign deferrals, will be required to meet their
Regulatory Element requirement when their next enrollment window opens.

The Regulatory Element Supervisors Program (S201) is administered to supervisory personnel with the
following registrations: Registered Options Principal, General Securities Sales Supervisors, Branch Office
Manager, Allied Member, Compliance Official, Supervisory Analyst, General Securities Principal, Investment
Company Products/Variable Contracts Limited Principal, Financial & Operations Principal, Introducing Broker-
Dealer Financial & Operations Principal, Direct Participation Programs Limited Principal, Municipal Securities
Principal.

Registered supervisory personnel living in Europe outside the above countries, or in other countries outside
North America, remain eligible for foreign deferrals until the S201 is available in other locations.

In-Firm Delivery

The Supervisors Program (S201) is also available for In-Firm Delivery. Firms who are participants of In-Firm
Delivery will be contacted to update their delivery systems.

Any questions relating to this memorandum may be directed to Roni Meikle, Manager - Continuing Education
at (212) 656-2156 or Pat DeVita, Senior Coordinator - Continuing Education at (212) 656-2746.

Salvatore Pallante

Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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July 14, 2003

   New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005

NYSE

Member Firm Regulation

ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: CUSTOMER NOTICE REGARDING DISCONTINUATION OF EXCESS SIPC COVERAGE

The Securities Investor Protection Act of 1970 created the Securities Investor Protection Corporation (SIPC)
to provide customer protections against certain losses resulting from the failure of securities firms. SIPC's
maximum protection limit per customer is $500,000, of which no more that $100,000 may be a claim for cash.
Consequently, it is not uncommon for members or member organizations to provide, through an outside
insurance company, excess SIPC coverage.

It has come to the attention of the Exchange that some insurance companies may soon discontinue their
supplemental SIPC insurance policies. Consequently, some members and member organizations that
currently offer such protection may no longer do so in the near future.

The availability of excess SIPC coverage may have served as an inducement or a determining factor
for customers in deciding to open or maintain a securities account. Therefore, members and member
organizations that offer additional or excess SIPC coverage should provide customers thirty days notice prior
to the discontinuation or reduction of any such coverage.

Questions regarding this Memo may be directed to your Finance Coordinator at the Exchange.

Salvatore Pallante

Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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July 14, 2003

   New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005

NYSE

Member Firm Regulation

ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: CUSTOMER IDENTIFICATION PROGRAMS FOR BROKER-DEALERS

On April 30, 2003, the Department of the Treasury (“Treasury”), through the Financial Crimes Enforcement

Network (“FinCEN”) and the Securities and Exchange Commission (“SEC”), jointly adopted a final rule 1  

(“Customer Identification Programs for Broker-Dealers” or the “Rule”) 2   to implement Section 326 of the USA
PATRIOT Act. The Rule became effective June 9, 2003; complete compliance is required by October 1, 2003.

The text of the Rule, along with a preamble (the “Preamble”) containing background information and a

section-by-section analysis, can be found in SEC Release 34-47752; File No. S7-25-02. 3   Members and
member organizations should review the SEC Release in its entirety and take all necessary steps to comply
with the Rule's requirements. The following is provided as a selective summary of those requirements.

General Requirements

The Rule requires each broker-dealer, as part of its anti-money laundering compliance program, 4   to
establish and maintain a written customer identification program (“CIP”), primarily focusing on new customer
accounts, that is appropriate for the broker-dealer's size and business. The CIP must include risk-based
procedures for obtaining basic information and verifying the identity of the broker-dealer's customers to the
extent reasonable and practicable. The procedures must enable the broker-dealer to form a reasonable belief
that it knows the true identity of each customer. Records of the information used to verify such customers'
identity must be maintained for specified time periods. Broker-dealers must also determine whether their
customers appear on any lists of known or suspected terrorists or terrorist organizations provided to the
broker-dealer by any government agency. Customers must be provided adequate notice that the broker-
dealer is requesting information to verify their identities.

Customer

The term “customer” is defined as:

A. a person who opens a new account (i.e., the person identified as the accountholder); and

B. an individual who opens a new account for:

1) another individual who lacks legal capacity; or

2) an entity that is not a legal person (e.g., a civic club).
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Expressly excluded from the definition of “customer” are: persons that have an existing account with the
broker-dealer, provided the broker-dealer has a reasonable belief that it knows the true identity of the person;

financial institutions 5   regulated by a Federal functional regulator 6   (e.g., the SEC or the Commodities
Futures Trading Commission); banks regulated by a state bank regulator; government agencies and

instrumentalities; 7   and certain publicly traded companies, 8   but only to the extent of their domestic
operations. Accordingly, the CIP will apply to any foreign offices, affiliates, or subsidiaries of a publicly traded
company that open new accounts.

Further, a broker-dealer is not required to look through a trust, or similar account, to its beneficiaries; it
is only required to verify the identity of the named account holder. Similarly, with respect to an omnibus
account established by an intermediary, a broker-dealer is not required to look through the intermediary to the
underlying beneficial owners if the intermediary is identified as the accountholder.

Account

An “account” is generally defined as “…a formal relationship with a broker-dealer established to effect
transactions in securities…” The Preamble notes that the formal relationship need not be “ongoing” indicating
that a single transaction would be sufficient to establish an account for purposes of the Rule.

Exceptions to the general definition include:

•an account acquired through any acquisition, merger, purchase of assets, or assumption of liabilities; 9   and

•an account established under the Employee Retirement Income Security Act of 1974 (“ERISA”).

Required Customer Information

Broker-dealers must obtain, at a minimum, the following information prior to opening an account:

For individuals:

•name

•date of birth

•residential or business street address 10 

• For U.S. citizens: a taxpayer identification number (i.e., social security number)

For non-U.S. citizens , one or more of the following:

• a taxpayer identification number

• a passport number and country of issuance

• an alien identification card number

• the number and country of issuance of any other government-issued document evidencing nationality or
residence and bearing a photograph or similar safeguard

For Persons Other than Individuals (i.e., a corporation, partnership, or trust):

•Name

•A principal place of business (local office or other physical location)

•Employer/taxpayer identification number 11 

Customer Verification Procedures

The CIP must contain procedures for verifying the identity of each customer to the extent reasonable and
practicable, within a reasonable time before or after the customer's account is opened.
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The procedures must be based on the broker-dealer's assessment of the relevant risks, including those
presented by the various types of accounts maintained by the broker-dealer, the various methods of opening
accounts provided by the broker-dealer, the various types of identifying information available and the broker-
dealer's size, location and customer base.

The procedures must describe when documentary and/or non-documentary methods will be utilized and set
forth those methods accordingly.

Documentary Methods

Documentary methods for an individual may include an un-expired government-issued identification
document evidencing nationality or residence and bearing a photograph or similar safeguard, such as a
driver's license or passport.

Documentary methods for a person other than an individual (i.e., a corporation, partnership, or trust)
may include documents showing the existence of the entity such as certified articles of incorporation, a
government-issued business license, a partnership agreement, or a trust instrument.

The Preamble notes that, in light of recent increases in identity theft and the availability of fraudulent
documents, broker-dealers are encouraged to obtain more than one type of documentary verification or to
utilize alternative non-documentary methods of verification to ensure that it has a reasonable belief that it
knows the customer's true identity.

Non-Documentary Methods

Non-documentary methods may include contacting a customer; comparing customer-provided information
against information provided by consumer reporting agencies or other public databases; checking references
with other financial institutions; or obtaining a financial statement.

Non-documentary procedures must address circumstances in which:

•an individual is unable to present an un-expired government-issued identification document that bears a
photograph or similar safeguard;

•the broker-dealer is not familiar with the documents presented;

•the account is opened without obtaining documents;

•the customer opens the account without appearing in person; and

•under circumstances that increase the risk that the broker-dealer will be unable to verify the true identity of a
customer through documents.

Additional Verification for Certain Customers

The Rule generally exempts persons with authority or control to effect transactions in a customer's account
from verification requirements. However, the CIP must address circumstances in which, based on the broker-
dealer's risk assessment of a new account opened by a customer that is not an individual, the broker-
dealer will obtain information about individuals with authority or control over the account, including persons
authorized to effect transactions in the account, in order to verify the customer's true identity. This additional
verification method applies only when the customer's true identity cannot be adequately verified using
documentary and non-documentary methods. The Preamble indicates that such additional verification might
apply to individuals with authority over entities created, or that conduct substantial business, in a jurisdiction
designated by the United States as a primary money laundering concern or designated as non-cooperative by
an international body.

Lack of Verification
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The CIP must include procedures to address circumstances in which the broker-dealer cannot form a
reasonable belief that it knows the true identity of a customer. These procedures should describe:

•when the broker-dealer would not open an account;

•the terms under which a customer may conduct transactions while the broker-dealer attempts to verify the
customer's identity;

•when the broker-dealer should close an account after attempts to verify a customer's identity fail; and

•when the broker-dealer should file a Suspicious Activity Report. 12 

Recordkeeping

The CIP must include procedures for making and maintaining records related to verifying customers including
a detailed description of any document relied upon to include the type of document, any identification number
contained therein, the place of issuance, and the issuance and expiration dates, if any. With respect to non-
documentary verification, required records must include a description of the methods and results of any
measures undertaken to verify the identity of a customer.

Required customer information (e.g., Name, Date of Birth, Address, etc.) must be retained for five years after
an account is closed; other specified records (e.g., customer verification information) must be retained for five
years after the record is made. Relevant records not specified in the Rule must be maintained pursuant to the

provisions of 17 CFR 240.17a-4. 13 

Comparison with Government Lists

The CIP must include procedures for determining, within a reasonable time, whether a customer appears on
any list of known or suspected terrorists or terrorist organizations issued by any Federal government agency
and designated as such by Treasury in consultation with the Federal functional regulators. The procedures
must also require compliance with all Federal directives issued in connection with such lists.

Customer Notice

The CIP must include procedures for providing customers with adequate notice that the broker-dealer is
requesting information to verify their identities. Sample language is provided in the Rule.

The Rule states that notice is adequate if it generally describes the identification requirements of the Rule and
is provided in a manner reasonably designed to ensure that a customer views it before opening an account.
The Rule states that, depending on how an account is opened, a broker-dealer may post notice in its lobby or
on its website, or use any other form of oral or written notice, such as a statement on an account application.

Reliance on Another Financial Institution

The CIP may include procedures specifying when a broker-dealer will rely on another financial institution
(including an affiliate) to perform CIP functions with respect to any customer of the broker-dealer who is
opening, or has opened, an account with the other financial institution to engage in services, dealings, or
other financial transactions provided:

•such reliance is reasonable under the circumstances;

•the other financial institution is required 14   to have an anti-money laundering program in place;

•the other financial institution is regulated by a Federal functional regulator; and

•the broker-dealer enters into a contract with the other financial institution requiring it to annually certify to the
broker-dealer that it has implemented its anti-money laundering program and that it, or its agent, will perform
the specified requirements of the broker-dealer's CIP.
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Questions regarding this memo may be directed to Stephen A. Kasprzak at (212) 656-5226.

Salvatore Pallante

Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  To be codified at 31 CFR 103.122.
2  The final rule does not apply to brokers or dealers that register with the Securities and Exchange

Commission solely because they effect transactions in securities futures products.
3  68 Fed. Reg. 25113 (May 9, 2003).
4  See NYSE Rule 445.
5  Defined at 31 U.S.C. 5312(a)(2) and (c)(1).
6  Defined at 31 CFR 103.120(a)(2).
7  See 31 CFR 103.22(d)(2)(ii) and (iii).
8  For example, New York Stock Exchange and American Stock Exchange listed comp anies or those

designated as a Nasdaq National Market Security listed on the Nasdaq Stock Market (excluding “Nasdaq
Small-Cap Issues”). See also 31 CFR 103.22(d)(2)(iv).

9  The Preamble notes that such transfers “…may, however, fall within the broader scope of the anti-money
laundering program rules required under section 352 of the USA PATRIOT Act.” Accordingly, members
and member organizations should consider acquired accounts in the context of their general anti-money
laundering program.

10  For an individual without a residential or business street address, an Army Post Office (APO), a Fleet
Post Office (FPO) box number, the residential or business street address of a next of kin, or another
contact individual is acceptable.

11  When opening an account for a foreign business or enterprise that does not have an identification
number, alternative government-issued documentation certifying the existence of the business or
enterprise must be requested.

12  See NYSE Information Memo Number 02-64 dated December 24, 2002.
13  See 31 CFR 103.122(b)(3)(ii).
14  Pursuant to 31 U.S.C. 5318(h).
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 03-31

Click to open document in a browser

July 14, 2003

   New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

NYSE

Market Surveillance

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO SPECIALIST COMBINATION REVIEW POLICY - RULE 123E

The Securities and Exchange Commission (the “Commission”) has approved amendments to Rule 123E, the
Exchange's Specialist Combination Review Policy (the “Policy”). The amended rule is attached as Exhibit A.

Background

The Policy requires Exchange approval of proposed specialist unit combinations exceeding five, ten, or
15 percent of any one of four concentration measures. The Policy provides that the Quality of Markets
Committee (“QOMC”) review proposed combinations which, by virtue of the size of the resulting unit (as
defined by the four concentration measures), may raise concerns as to: 1) overall concentration in the
specialist community and reduced competition among specialist units as an incentive for allocations of newly-
listed stocks, 2) the maintenance of market quality in the unit's stocks, and 3) the maintenance of the financial
stability of the specialist system.

The concentration measures include a specialist unit's share of:

•common stocks listed on the Exchange,

•the 250 most active listed common stocks for the last 12 months,

•total listed common stock share volume for the last 12 months, and

•total listed common stock dollar volume for the last 12 months.

The QOMC conducts concentration reviews under the Policy. This includes Tier 1 reviews (any concentration
measure exceeding 5%, but less than or equal to 10%), Tier 2 reviews (any concentration measure
exceeding 10%, but less than or equal to 15%) and Tier 3 reviews (any concentration measure exceeding
15%).

The Commission has approved the following amendments to the Policy:

1. Scope of Quality of Markets Committee Reviews

De Minimis Increase in Concentration Measure

When a combination of specialist firms results in an increase in any concentration measure of less than
two points within a tier level, no review by the Quality of Markets Committee (“QOMC”) would be required.
A review by the QOMC would still be required if a percentage change of less than two points nonetheless
resulted in a unit moving into a higher tier classification (e.g., from Tier 1 to Tier 2). If a combination results in
a specialist firm's percentage in any of the concentration measures moving from below 5% (where no QOMC
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review is required) to over 5% (e.g., moving from 4.5% to 6.3%), a QOMC review will be required, regardless
of whether the percentage increase is above or below two points.

2. Capital

Capital requirements for units proposing to combine are imposed pursuant to Rule 104.21 and Rule 104.22.

These rules were amended effective October 30, 2000, 1   to require more stringent capital requirements
for the larger specialist organizations. As a result the capital requirements currently in the Policy are being
removed.

Exchange Rule 104.22 requires any new specialist entities that result from merger, acquisition, consolidation,
or other combination of specialist assets to maintain net liquid assets (NLA) equivalent to the greater of either:
1) the aggregate of the NLA of the specialist entities prior to their combination, or 2) the capital requirement
prescribed by Rule 104.

Dow Jones Stocks $4.0 million per stock
S&P 100 Stocks $2.0 million per stock
S&P 500 Stocks $1.0 million per stock
Non-S&P Stocks $0.5 million per stock
Bond Funds $0.1 million per stock
Preferred Stocks and Structured Products $0.1 million per stock
Investment Company Units (Exchange-Traded
Funds) (“ETFs”) $0.5 million per ETF 2 

2  A unit registered in only one ETF would be subject to the $1 million minimum capital requirement of Rule 104.20.
(See Info. Memo 01-20 (July 31, 2001)).

The Policy also requires that a unit subject to a concentration review must agree that all required specialist
unit capital be accounted for separately from any other capital, and be used solely for the specialist business.

3. Market Performance Committee Assessment

The Market Performance Committee (“MPC” or the “Committee”) is charged with the responsibility of
reviewing and approving a specialist combination to see what effect it will have on market quality. The
Committee receives a summary of the proposal, letters from the specialist firms or individuals involved,
information with respect to the stocks involved, historic and proposed capital of the combined units, capital
requirements, personnel information, clearing arrangements and operational statistics of the units (e.g.,

SPEQ ratings, dealer participation rates, stabilization rates, etc.). 3   The proponents of a combination may
be asked to appear before the MPC to answer any questions it may have. The MPC then utilizes its expertise
and judgment to decide what effect a proposed combination will have on market quality in the stocks involved.
If the MPC determines that a proposed combination will significantly erode market quality, it would be
required to inform the units of its concerns. If the parties persist in their plans, the MPC can inform them that
some or all of the affected stocks will be put up for reallocation.

The MPC's assessment of the impact on market quality in the stocks would include a specific assessment
of the performance of each specialist who will be designated to trade a component stock of the Dow Jones
Industrial Average (DJIA), if a Tier 1 review; and any S&P 100 stock if a Tier 2 or Tier 3 review. The unit
under review must discuss in particular the performance statistics for stocks it received through previous
combinations or transfers of registration within the last two years.

4. Personnel

The Policy has been amended to require the proponents of the combined units to disclose whether the
existing clerical support of the combined units will be maintained or increased. The Policy has been amended
to provide that specialist units involved in a Tier 2 or Tier 3 combination must have a separate corporate
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relations department fully staffed to maintain good relations with each listed company and major member
organizations, and be capable of keeping listed company officials apprised of market developments on
a daily basis. Each unit must show that they have satisfied the listed company and member firm contact
requirements of Rule 106, and, if they have not, they must present an acceptable plan to the QOMC that
provides specific, tangible steps to improve such contact.

5. Commitment to the Exchange

Section b(3) of the Policy has been amended to require that the QOMC assess each constituent unit's
willingness to apply for a broad range of new listings and for allocations of stocks that are less lucrative from
the standpoint of profitability to the specialist.

6. Management and Operations

As amended, the Policy requires that the unit under review in a Tier 2 or Tier 3 review must discuss whether it
will:

•designate a senior specialist to be responsible for reviewing specialist performance data;

•have procedures for correcting any deficiencies identified;

•designate specific individuals to handle unusual situations on the Floor and, if so, the names of the
individuals;

•employ a “zone management” system on the Floor and, if so, who will be responsible for overseeing each
zone throughout the trading day; and

•have disaster recovery facilities for its computer network and software.

The Committee will assess these responses in considering the proposed combination.

7. Public Interest

The Policy (section c(1)(a)(iv)) provides that specialist units that are involved in a Tier 2 or Tier 3 review
must “demonstrate that, if approved, the proposed combination is otherwise in the public interest.” The
Exchange has added to the Policy a guideline outlining what the QOMC may consider under this provision.
This includes:

a) the unit's efforts to enhance market quality;

b) its capability of maintaining ongoing communications with their listed companies and customers in
compliance with Rule 106; and

c) the unit's commitment to applying for new listings and other activities.

8. Specialists Ability to Monitor Real Time Trading

The Policy has been amended to require that the unit in a Tier 2 or Tier 3 review must have a real-time
surveillance system that monitors specialist trading and uses exception alerts to detect unusual trades or
trading patterns.

Questions regarding the amendments may be addressed to Brian McNamara at (212) 656-6940 or Donald
Siemer at (212) 656-6940.

Regina C. Mysliwiec

Senior Vice President

Attachments

EXHIBIT A
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Additions underscored

Deletions [bracketed]

RULE 123E SPECIALIST COMBINATION REVIEW POLICY

(a) No specialist organization shall complete a “proposed combination” (defined below) with one or more
other specialist organizations unless the combination has been approved pursuant to this policy.

(b) Except as provided below, [I] in any case where a proposed combination involves or would result in a
specialist organization accounting for more than five percent of any of the “concentration measures” (defined
below), the Quality of Markets Committee (the “Committee”) shall review the proposed combination with the
following considerations in mind:

(1) Specialist performance and market quality in the stocks subject to the proposed combination [; ] , with a
recommendation from the Market Performance Committee on these matters pursuant to paragraph (e) below.

(2) The effects of the proposed combination in terms of the following criteria:

(i) Strengthening the capital base of the resulting specialist organization;

(ii) Minimizing both the potential for financial failure and the negative consequences of any such failure on the
specialist system as a whole; and

(iii) Maintaining or increasing operational efficiencies;

(3) Commitment to the Exchange market, focusing on whether the constituent specialist organizations have
worked to support, strengthen and advance the Exchange, its agency/auction market and its competitiveness
in relation to other markets; and

(4) The effect of the proposed combination on overall concentration of specialist organizations.

The Committee shall approve or disapprove the proposed combination based on its assessment of these
considerations. In the case where a combination involves an organization that is not a specialist organization,
consideration (b)(3) shall entail an assessment of whether the organization will work to support, strengthen
and advance the Exchange, its agency/auction market and its competitiveness in relation to other markets.

In any case where a specialist unit currently exceeds five percent of any concentration measure, and then
proposes a combination that would not result in increasing its concentration measure by more than two
percentage points, or not result in the combined unit moving into a higher tier classification, the Quality of
Markets Committee shall not review the proposed combination. The Market Performance Committee shall
review the proposed combination from the standpoint of assessing specialist performance and market quality
with respect to the securities subject to the proposed combination. The Market Performance Committee
will approve, or disapprove in writing, such combination, and may impose such conditions as it deems
appropriate with respect to specialist performance and market quality.

(c) In any case where a proposed combination involves or would result in a specialist organization accounting
for more than ten percent (a “Tier 2 combination”) of any of the concentration measures, the Committee shall
give primary weight to consideration (b)(4). The Committee shall disapprove the proposed combination unless
the constituent specialist organizations:

(1) (a) For a proposed combination which involves or would result in a specialist unit accounting for more than
ten percent, but less than or equal to 15%, of a concentration measure, prove, by a preponderance of the
evidence; or

(b) For a proposed combination that involves or would result in a specialist unit accounting for more than 15%
of a concentration measure (a “ [15% ] Tier 3 combination”) present clear and convincing evidence that, if
approved, the proposed combination:

(i) Would not create or foster concentration in the specialist business detrimental to the Exchange and its
markets;
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(ii) Would foster competition among specialist organizations; [and]

(iii) Would enhance the performance of the constituent specialist organization and the quality of the markets
in the stocks involved; [and]

(iv) Demonstrate that, if approved, the proposed combination is otherwise in the public interest.

(d) The Committee may condition any approval under either paragraph (b) or paragraph (c) upon compliance
by the resulting specialist organization with any steps the Committee may specify to address any concerns it
may have in regard to considerations (b)(1) - (4).

[With respect to proposed combinations which involve or would result in specialist units accounting for more
than five percent, but less than or equal to 10%, of a concentration measure, the Committee shall not grant
approval unless the proponents of the combination agree to maintain 1.5 times the capital requirement
specified in Rule 104.20 with respect to each of the combined entity's stocks that are component stocks of the
Standard and Poor's Stock Price Index. ]

In addition, with respect to proposed combinations which involve or would result in specialist units accounting
for more than ten percent of a concentration measure, the Committee shall not grant approval unless the
proponents of the combination [: ] [(i) ] submit an acceptable risk management plan with respect to any
line of business in which they engage [; ] , and [(ii) ] submit an operational certification prepared by an
independent, nationally recognized management consulting organization with respect to all aspects of the
firm's management and operations . [; ]

[(iii) agree to maintain a minimum of 1.5 times (2 times, in the case of a 15 percent combination) the total
capital requirement specified in Rule 104.20 with respect to the combined entity's stocks;

(iv) agree to maintain 2 times (2.5 times, in the case of a 15 percent combination) the capital requirement
specified in Rule 104.20 with respect to each of the combined entity's stocks that are component stocks of the
Standard and Poor's 500 Stock Price Index; and

(v) agree that all capital required to be dedicated to specialist operations be accounted for separate and apart
from any other capital of the combined entity, and that such specialist capital may not be used for any other
aspect of the combined entity's operations; ]

(e) (1) In all situations involving a proposed combination of specialist units, the Market Performance
Committee shall assess the impact of the proposal upon specialist performance and market quality with
respect to the subject securities. In making such assessment, the Market Performance Committee shall:

(a) review the individual unit's overall performance in various measures of specialist performance, such as
ratings on the Specialist Performance Evaluation Questionnaire, SuperDOT turnaround performance and
administrative response times, capital utilization, dealer participation rates, stabilization rates, continuity,
depth, quote spreads, as well as recent regulatory and disciplinary history; and

(b) review performance specifically with respect to each component stock of the Dow Jones Industrial
Average, if applicable, if the combination is a Tier 1 combination (more than five percent, but not more than
10 percent of any concentration measure), and, in addition, performance with respect to each component
stock of the S&P 100 Stock Price Index, if applicable, if the combination is a Tier 2 or Tier 3 combination.

(2) Proponents of a specialist unit combination must make a written submission to the Quality of Markets
Committee or the Market Performance Committee, as appropriate, discussing all factors relevant under this
policy to that Committee's review of the proposal. In addition to addressing the specialist performance and
market quality considerations noted above, the proponents of the combination must discuss:

(a) performance in any stocks received through previous combinations or transfers of registrations during the
preceding two years; and

(b) whether existing levels of clerical support will be maintained or increased.
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(3) Proponents of any combination subject to a Tier 2 or Tier 3 review by the Quality of Markets Committee
must demonstrate that:

(a) the combined unit will have a separate corporate relations department fully staffed to maintain appropriate
relations with each of its listed companies, and that it is capable of keeping listed company officials apprised
of market developments on a daily basis. Each unit involved in the combination must demonstrate full
compliance with Rule 106, or must submit to the Committee a plan providing specific, tangible steps to come
into full compliance; and

(b) the combined units will have a real-time surveillance system that monitors specialist trading and uses
exception alerts to detect unusual trades or trading patterns.

(4) In addition, the proponents of a Tier 2 or Tier 3 review must discuss whether it has disaster recovery
facilities for its computer network and software, whether it has designated specific individuals to handle
unusual situations on the Floor (if so, the names of the individuals), whether the combined unit will employ a
“zone” or other management system on the Floor (with identification of the names of the individuals and their
specific responsibilities, as applicable), and whether the combined unit will designate a senior specialist to be
responsible for reviewing specialist performance data, with specific procedures for correcting any deficiencies
identified.

(f) Proponents of a specialist unit combination subject to review by either the Quality of Markets Committee or
the Market Performance Committee under this policy must agree that:

(i) the total amount of capital which each unit had separately prior to the proposed combination shall not be
reduced, regardless of whether it would exceed the combined unit's new capital requirement; and

(ii) all required specialist capital be accounted for separately from any other capital, and be used solely for the
specialist business.

[(e) ] (g) For purposes of this policy, a “proposed combination” includes:

(1) A merger of specialist organizations or an acquisition of one organization by another;

(2) The formation of a joint account involving two or more existing organizations;

(3) The “split-up” of an existing organization (including an organization operating under a joint account) and
recombination with another organization;

(4) An individual specialist leaving an existing organization and proposing to take stocks with him to join
another existing organization; and

(5) Any other arrangement that would result in previously separate organizations operating under common
control.

[(f) ] (h) For purposes of this policy, the “concentration measures” are:

(1) The common stocks listed on the Exchange;

(2) The 250 most active common stocks listed on the Exchange;

(3) The total share volume of trading in common stocks on the Exchange; and

(4) The total dollar value of trading in common stocks on the Exchange.

Supplementary Material:

.10 Guidelines for Applying Consideration ( b ) (3)

Consideration (b ) (3) entails the Committee's review of the constituent units' past conduct. For example, the
Committee shall assess each constituent unit's:

(a) Participation upon request in the Exchange's FACTS program, in its marketing seminars, in sales calls
and in other of its marketing initiatives seeking to attract order flow and new listings.
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(b) Acceptance of innovations in order-routing and other trade-support systems and willingness to make
optimal use of the systems once they become fully operational.

(c) Willingness to apply for a broad range of new listings and for allocations of stocks that are less lucrative
from the standpoint of profitability to the specialist.

(d) Assistance to other units by providing capital and personnel in unusual market situations, such as
“breakouts” and difficult openings.

(e) Efforts at customer relations with both listed companies and order providers, as evidenced by personal
contact, return of telephone calls, prompt resolution of complaints, assessment of customer needs and
anticipation of customer problems.

(f) Efforts to streamline the efficiency of its own operations and its competitive posture.

.20 Guidelines for Applying Consideration (c)(1)(a)(iv)

Consideration (c)(1)(a)(iv) requires review of whether a proposed combination is in the public interest.
For example, the Committee may consider the unit's efforts to enhance market quality, its capabilities for
maintaining on-going communications with its listed companies and customers in compliance with Rule 106,
and its commitment to applying for new listings and other activities.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Info. Memo 00-20 (August 21, 2000) (effective October 30, 2000).
3  See Section 5 of the Policy as to the information reviewed by the MPC in making an assessment of a

proposed combination.
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July 10, 2003

   New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005

NYSE

Member Firm Regulation

ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, RESEARCH, COMPLIANCE,
LEGAL, AND INVESTMENT BANKING DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: RULE 472 - GATEKEEPER REQUIREMENTS

On May 9, 2003, the New York Stock Exchange, Inc. (“NYSE”or the “Exchange”) filed with the Securities and
Exchange Commission (“SEC”or the “Commission”) for immediate effectiveness a rule change that would
establish July 30, 2003 or until such date as a permanent exemption is approved by the SEC and becomes
effective as the effective date for NYSE Rule 472(b) (1), (2) and (3) (“gatekeeper provisions”) for certain
members and member organizations. Subject to certain conditions, members and member organizations
that over the previous three years, on average per year, have participated in ten or fewer investment banking
services transactions as manager or co-manager and generated $5 million or less in gross investment

banking revenues from those transactions (“small firms”), 1   are exempt from the gatekeeper provisions of
Rule 472.

Background

The gatekeeper provisions of Rule 472, were adopted as part of a larger group of amendments to Rule 472
in May 2002. Most provisions of the rule amendments became effective on July 9, 2002, including those that
restrict supervision and control of associated persons by the Investment Banking Department.

On July 9, 2002, the Exchange filed (as did the NASD in a separate filing), for immediate effectiveness, a

proposed rule change 2   that established November 6, 2002 as the effective date for certain provisions of
Rule 472. Specifically, November 6, 2002 was established as the effective date for Rule 472(b)(1), (2) and (3)
for small firms. On November 7, 2002, the delayed effectiveness for the gatekeeper provisions was extended
until May 5, 2003.

Delayed Effective Date for Small Firms

Rule 472(b)(1), (2), and (3), prohibits associated persons, as defined in Rule 472.40, from being subject to
the supervision or control of any employees of a member's or member organization's Investment Banking
Department or the company that is the subject of a research report by the Research Department.

Members and member organizations that meet the eligibility requirement outlined above are required to
maintain records of communications that would otherwise be subject to the gatekeeper provisions of Rules
472(b)(2)(i) and (ii).
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For additional information see Information Memo Nos. 02-24, dated May 20, 2002, 02-26, dated June 26,
2002, 02-30, dated July 9, 2002, and 02-55, dated November 29, 2002. Questions regarding this Memo may
be directed to William Jannace at (212) 656-2744 or Mary Anne Furlong at (212) 656-4823.

Salvatore Pallante

Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release No. 47876 (May 15, 2003), 68 FR 28039 (May 22, 2003); SR-
NYSE-2003- 17

2  See Securities Exchange Act Release No. 46182 (July 11, 2002); 67 FR 47013 (July 17, 2002); SR-
NYSE-2002- 23.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

235

http://prod.resource.cch.com/resource/scion/citation/pit/02-24/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/02-26/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/02-30/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/02-55/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 03-29

Click to open document in a browser

July 1, 2003

   New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

NYSE

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW RULE 80A COLLARS AND RULE 80B CIRCUIT BREAKER LEVELS FOR THIRD
QUARTER 2003

EFFECTIVE JULY 1, 2003 through SEPTEMBER 30, 2003

• Rule 80A restrictions on index arbitrage trading in component stocks of the S&P 500 Stock Price Index sm *  

will be imposed when the Dow Jones Industrial Average sm **   (“DJIA”) is above or below its closing value on
the previous trading day by:

180 points or more

• Rule 80A restrictions will be removed when the DJIA is above or below its closing value on the previous
trading day by:

90 points or less

• Index arbitrage order entry restrictions will be re-imposed each time the DJIA advances or declines 180
points from the prior day's close.

• Rule 80B trading halts will be triggered when the DJIA declines below its closing value on the previous
trading day by:

900 points (Level 1)

1800 points (Level 2)

2750 points (Level 3)

Rule 80A

Whenever Rule 80A collars are in effect due to a decline in the DJIA, all index arbitrage orders to sell any
component stock of the S & P 500 Stock Price Index must be marked “sell plus”; and whenever the collars
are in effect due to an advance in the DJIA, all index arbitrage orders to buy must be marked “buy minus”.

Rule 80B

Whenever a Rule 80B circuit breaker is in effect, trading in all stocks on the Exchange will halt for the time
periods specified below.

Level 1 Halt

a) before 2:00 p.m. - one hour;

b) at 2:00 p.m. or later but before 2:30 p.m. - 30 minutes;

c) at 2:30 p.m. or later - trading shall continue, unless there is a Level 2 Halt.

Level 2 Halt

a) before 1:00 p.m. - two hours;
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b) at 1:00 p.m. or later but before 2:00 p.m. - one hour;

c) at 2:00 p.m. or later - trading shall halt and not resume for the remainder of the day.

Level 3 Halt

at any time - trading shall halt and not resume for the remainder of the day.

A complete discussion of the calculation of trigger values for Rule 80A and Rule 80B was published in
Information Memo No. 99-8, dated February 12, 1999 and Information Memo No. 98-15, dated April 13, 1998,
respectively.

Questions concerning these matters may be addressed to Brian McNamara at (212) 656-7086 or Donald
Siemer at (212) 656-6940.

Regina C. Mysliwiec

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

*  “Standard & Poor's 500 Stock Price Index” is a service mark of Standard & Poor's Corporation.
**  “Dow Jones Industrial Average” is a service mark of Dow Jones & Company, Inc.
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June 20, 2003

   New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

NYSE

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO NYSE DIRECT+

The Securities and Exchange Commission has approved amendments to NYSE Direct+ (“Direct+”) that
expand Direct+ order size eligibility for Exchange-Traded Funds (“ETFs”) and Trust Issued Receipts.
Beginning June 25, 2003, Direct+ orders in ETFs may be entered for up to 5,000 shares.

ETF Order Size

NYSE Direct+ provides for the automatic execution of limit orders in a stock (“auto ex” orders) against trading
interest reflected in the Exchange's published quotation. An auto ex order priced at or above the Exchange's
published offer price (in the case of an auto ex order to buy), or an auto ex order priced at or below the
Exchange's published bid price (in the case of an auto ex order to sell) would receive an automatic execution
without being exposed to the auction market, provided the bid or offer is still available.

Currently, order size eligibility for all auto ex orders for stocks is 1,099 shares or less. The Exchange has
expanded the size of orders eligible for automatic execution under NYSE Direct+ to 5,000 shares for two
Exchange products. These are Investment Company Units (as defined in paragraph 703.16 of the Listed
Company Manual), including Exchange-Traded Funds (ETFs), and Trust Issued Receipts (such as HOLDRs),
which are defined in Rule 1200. The expanded order size would be phased in as a pilot program, with order
size raised on a gradual, “stair step” basis to a maximum of 10,000 shares as experience is gained.

The Exchange is initiating this pilot program in recognition that ETFs and Trust Issued Receipts are derivative
products, as compared with price-setting securities such as individual equity securities.

Other Direct+ Amendments

The Exchange has also made technical amendments to certain rules to encompass ETF trading in Direct+.

Rule 13

The change to Rule 13 codifies the pilot program, which will run until December 23, 2003.

Rule 1002

Rule 1002 currently provides that auto ex orders may be entered on any day in a particular stock from the
time the Exchange has published a bid or offer in that stock until 3:59 p.m. If orders designated as auto ex are
entered before a quote is published or after 3:59 p.m., the orders will be treated as limit orders in the auction
market.

Exchange Rule 1100 provides that any series of Investment Company Units (ETFs) so designated by the
Exchange may be traded on the Exchange until 4:15 p.m. each business day to match the trading hours
of related futures contracts. The Exchange may close trading at an early time to coincide with the close of
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trading in a related futures contract, where applicable. Therefore, Rule 1002 has been amended to include
orders in ETFs and HOLDRs and to provide that orders in ETFs may be available for auto ex until 4:14 p.m.

Rule 1005

Rule 1005 in part provides that auto ex orders for the same customer in the same stock may be entered at
time intervals of no less than 30 seconds between entry of each such order. The amendment reflects that the
rule will also apply to ETFs and HOLDRS.

Questions concerning ETF and HOLDRS should be directed to Ms. Geri Weiss at (212) 656-2981. Questions
concerning the rule changes discussed in this memo should be directed to Mr. Donald Siemer at (212)
656-6940.

Regina C. Mysliwiec

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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June 11, 2003

   New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

NYSE

Market Surveillance

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: INTRODUCTION OF LIQUIDITY QUOTES

Effective June 13, 2003, the NYSE LiquidityQuote SM initiative, previously announced in Information Memo
03-21 (May 15, 2003), will become effective. The Exchange will begin publishing NYSE LiquidityQuotes in the
28 NYSE-listed component stocks of the Dow Jones Industrial Average SM. A list of these stocks is attached.

The disengagement of NYSE Direct+® in five-actively traded stocks, as announced in Info Memo 03-21, and
extended in Info Memo 03-25 (June 3, 2003), will continue in effect until June 20, 2003.

Questions concerning the subject of this Memo may be addressed to Brian McNamara at (212) 656-7086 or
Donald Siemer at (212) 656-6940.

Regina C. Mysliwiec

Senior Vice President

Attachments

EXHIBIT A

COMPANY NAME SYMBOL
3M Co. MMM

Alcoa Inc. AA
Altria Group Inc. MO

American Express Co. AXP
AT&T Corp. T
Boeing Co. BA

Caterpillar Inc. CAT
Citigroup Inc. C

Coca-Cola Co. KO
E.I. DuPont de Nemours & Co. DD

Eastman Kodak Co. EK
Exxon Mobil Corp. XOM

General Electric Co. GE
General Motors Corp. GM
Hewlitt-Packard Co. HPQ

Home Depot Inc. HD
Honeywell International Inc. HON

International Business Machines Corp. IBM
International Paper Co. IP

J.P. Morgan Chase & Co. JPM
Johnson & Johnson JNJ
McDonald's Corp. MCD
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Merck & Co. Inc. MRK
Proctor & Gamble Co. PG

SBC Communications Inc. SBC
United Technologies Corp. UTX

Wal-Mart Stores Inc. WMT
Walt Disney Co. DIS

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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June 10, 2003

   Information Memo New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

Market Surveillance

ATTENTION: TECHNOLOGY AND OPERATIONS OFFICERS, FLOOR MEMBERS, EQUITY TRADING
DESKS, AND REGULATORY AND COMPLIANCE OFFICERS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: EXECUTION REPORT DROP COPY AND ORDER TRACKING SYSTEM

The Securities and Exchange Commission (the “Commission”) has approved 1   new provisions and
procedures in the Exchange's rules to require the recording of details of orders in Exchange listed securities
in electronic format by its members and member organizations. The requirements of amended Rule 123 and
new Rules 132A, 132B and 132C will be integrated into existing Exchange procedures and systems to create
a complete systemic order audit trail from origination through execution, modification or cancellation. Attached
as Exhibit A are new Rules 123(f), 132A, 132B, and 132C.

The new rules require firms to send copies of execution reports to the Front-End System Capture (FESC)
database, and to record and retain required order details from inception at a member firm.

Members and member organizations must make the necessary changes to their systems to comply with
the execution report requirements of Rule 123(f) no later than 6 months after Commission approval of the
amendments to the Rules, that is, by October 17, 2003.

The requirement to record and retain order information electronically under Rules 132A, 132B and 132C, is
targeted for implementation no later than 15 months after Commission approval of amendments to the Rules,
that is, by July 16, 2004.

Technical specifications for the FESC drop copy interface have been updated and include the format for
submission of new data required under Rule 123(f). These specifications are located at http://www.nyse.com/
techspecs.

Technical specifications for the Order Tracking System (OTS) will be published for actual system
development and connectivity requirements in the upcoming months.

This memorandum is intended to communicate the rule changes approved by the Commission and the
Exchange's system responses to these rule changes and those areas that may require changes to a member
firm's proprietary systems. In the case where a member firm utilizes systems provided by a third party, it
will be necessary for the firm to forward any relevant details from this memorandum to the third party for
implementation.

Mandatory Execution Details: New Rule 123(f)

The new provisions of Rule 123 require that execution reports must be entered into the Exchange's FESC
database. The unique order identifier required in Rule 123(e) links the execution report to the original order,
rather than requiring the order identifier be submitted as part of the audit trail post-trade processing. The
unique order identifier stays with the order throughout its processing life, through execution or cancellation.
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Rule 123(f) specifies the following execution details that must be recorded and transmitted to the FESC
database:

1. Unique order identifier as used in Rule 123(e),

2. Symbol,

3. Number of shares,

4. Side of the market,

5. Transaction price,

6 . Execution time,

7. Executing broker badge,

8. Contra-side broker badge,

9. Clearing firm identifier,

10. Contra-side clearing firm identifier,

11. Account type identifier,

12. Mnemonic assigned by the Exchange identifying the member or member organization recording the order
details on the floor as used in Rule 123(e),

13. Order entry date,

14. Indication as to whether this is a modification to a previously submitted execution report,

15. Settlement instructions (e.g., cash, next day, or seller's option),

16. Special trade indication, if applicable,

17. On-line comparison system (OCS) control number. 2 

Member requirements for drop copy submission

To comply with the rule change, any member firm that uses a proprietary system to record the details of an
order under Rule 123(e), must transmit copies of all required execution details and any modifications to the
execution details to the Exchange's FESC database.

A member who uses an Exchange system (e.g. BBSS) to comply with Rule 123(e), but uses a proprietary
system to transmit execution reports to the Online Comparison System (OCS), must ensure that all required
execution details and any modifications to the execution details have been entered into the FESC database,
either by entering all required execution details into the same Exchange System that was used to comply with
Rule 123(e), or by entering a “drop copy” of those details directly into the FESC database.

Clearing Firms and Third Party Systems

Clearing firms or third party service providers who submit execution reports to OCS are still required to do
so. The member originally recording the order details is responsible for ensuring that all required execution
details have been entered into the FESC database.

Drop Copy Processing

The transmission of the execution details to the FESC database must be completed as soon as is practicable
after the receipt of the OCS acknowledgment, but no later than the published OCS closing time. The
member's system used to send the drop copy to the Exchange's FESC database must include the OCS
control number contained within the OCS acknowledgment.

Modifications to execution reports must also be submitted. An indicator for this purpose has been
incorporated as a required detail.
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Execution report details sent to the Exchange's FESC database as “drop copies” will not be processed for
Online Comparison. These order details will be stored and used by surveillance to monitor compliance with
the rule and for execution details to be matched to their corresponding order.

The Exchange has already provided an IP network interface via the NYSE Common Access Point network
for firms to connect to for transmissions under Rule 123(e). Member firms will be able to submit the execution
details to the Exchange's FESC database using this interface in the Financial Information Exchange (FIX)
format.

Rule 132A: Time stamps and synchronization

New Rule 132A requires members to synchronize the business clocks used to record the date and time
of any event that the Exchange requires to be recorded. The Exchange will require that the date and time
of orders in Exchange-listed securities to be recorded. The Rule also requires that members maintain the
synchronization of this equipment in conformity with procedures prescribed by the Exchange.

Time-stamps must include hours, minutes and seconds in 24-hour format and must have a granularity of one
second. All times recorded must be in Eastern Standard Time (or Eastern Daylight Time when in effect).

The member's proprietary systems used to record the details of the orders to comply with the rule must be
synchronized to a commonly used time standard, either the National Institute of Science and Technology
(NIST) or the United States Naval Observatory (USNO). These are the same standard master time
references used by the National Association of Securities Dealers' (“NASD”), the American Stock Exchange
and the National Market System. The member must ensure that their systems remain synchronized.

New Rule 132B

New Rule 132B prescribes requirements and procedures with respect to orders in any security listed on the
Exchange received or originated by a member. It requires a member to immediately record data elements as
detailed in the rule. If an order is transmitted to another member or is transmitted to another department of the
same member, or is modified or cancelled, information detailed in the Rule must be recorded. Additionally,
the recipient of the order must record the order details as provided in the rule.

Orders submitted to the Floor via an exchange or proprietary system that comply with existing Rule
123(e) are exempt from recording the order details from the point at which the order arrives on the floor.
The transmitting and receiving floor members, however, are required to record the unique Order ID, the
transmitting firm, and the recipient firm.

OTS Required Details

The following details must be recorded and retained by members and member organizations under Rule
132B.

Origination/Receipt from customer

The following fields are to be recorded when an order is received or originated.

1. Unique order identifier as used in Rule 123(e),

2. Symbol,

3. Mnemonic assigned by the Exchange identifying the member or member organization receiving the order,

4. Department or Branch number of a terminal where an order is received directly from a customer,

5. Department or Branch number if a member or member organization,

6. Quantity of shares,

7. Side of the order (Buy or Sell),

8. Short sale indicator,
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9. Market, limit, stop, or stop limit designation,

10. Limit and/or stop price,

11. Order expiration date or time,

12. Time limit during which the order is in force (e.g., Day or GTC),

13. Request that an order not be displayed,

14. Special handling requests,

15. Date and time stamp, 3 

16. Account type identifier.

Transmittal

The following fields are required to be recorded when an order is transmitted to another department within a
member organization, other than to the trading department:

1. Order ID of the original order,

2. Mnemonic assigned by the Exchange identifying the Member Organization,

3. Date of origination or original receipt,

4. Department Identifier of recipient,

5. Date and time stamp of receipt by Department.

To another member or member organization:

1. Whether order was transmitted manually or electronically,

2. Order ID of the original order,

3. Mnemonic assigned by the Exchange identifying the Sending Organization,

4. Mnemonic assigned by the Exchange identifying the Receiving Organization,

5. Date of origination or original receipt,

6. Date and time stamp of transmittal,

7. Number of shares transmitted,

8. Bunched order route indicator, if applicable.

If transmitted to a non-member:

1. The fact that it was transmitted to a non-member,

2. Order ID of the original order,

3. Mnemonic assigned by the Exchange identifying the Sending Organization,

4. Date the order was originated or received,

5. Date and time stamp of transmittal,

6. Number of shares transmitted,

7. Bunched order route indicator, if applicable.

Receiving Member or Member Organization

A receiving member or member organization must capture and store:

1. Whether order was received manually or electronically,

2. Order ID of the original order,
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3. Date of original order,

4. Mnemonic assigned by the Exchange identifying the Sending Organization,

5. Mnemonic assigned by the Exchange identifying the Receiving Organization,

6. Date and time stamp of receipt by member,

7. Number of shares transmitted,

8. Bunched order route indicator, if applicable.

For modifications,

1. New Unique Order ID,

2. Order ID of the original order,

3. Date the initial order was originated or received,

4. Symbol,

5. Member or member organization receiving the order modification,

6. Department or Branch number of a terminal if a direct customer order,

7. Department or Branch number if a member or member organization,

8. Quantity of shares,

9. Side of the order,

10. Short sale indicator,

11. Market, limit, stop, or stop limit designation,

12. Limit and/or stop price,

13. Order expiration date or time,

14. Time limit during the order is in force (e.g. Day or GTC),

15. Request that an order not be displayed,

16. Special handling requests,

17. Date and timestamp of the modification,

18. Account type identifier.

For cancellations,

1. Order ID of the original order,

2. Mnemonic assigned by the Exchange identifying the Member or member organization,

3. Date the order was originated or received,

4. Date and Timestamp of the cancellation,

5. If open balance is canceled after partial execution, the number of shares cancelled,

6. Whether the cancellation was on the instructions of a customer or of the member.

New Rule 132C

Members must record and retain the order details as required by the Rule, and upon Exchange request,
submit such details to the Exchange. The Exchange will make requests for order tracking information on an
as-needed basis in order for the Exchange to carry out its surveillance and regulatory functions. Members will
be required to submit the data in an automated format.

Technical specifications on the form and manner of such submissions will be published in the coming months.
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Exceptions to Rule 132

Specialists, RCMMs, and Competitive Traders (CTs)

Specialists, Registered Competitive Market Makers and Competitive Traders, when acting in such capacities
are exempted from the provisions of Rule 132A, B, and C.

Exception to Rule 132B

Exceptions to the requirement for recording information for both the transmitting and receiving member are
contained in Rule 132B(c)2C and D. These exceptions are for:

1. orders transmitted to the Floor via SuperDot; and

2. orders transmitted to another member on the Floor of the Exchange, where the order was entered into
FESC pursuant to Rule 123(e).

These same exceptions apply as well to modifications and cancellations.

However, in light of the objective of being able to identify an order from start to finish, both the receiving
and transmitting members must record the order identifier and the identity of the member transmitting and
receiving the order.

Prior Information Memos

Information Memo No. 02-28 (July 1, 2002) provided details concerning the rule changes discussed herein.
Information Memos No. 99-38 (July 30, 1999), No. 00-23 (September 22, 2000) and No. 01-03 (February
1, 2001) discussed certain technical and system items regarding electronic capture of orders on the Floor
(FESC).

These are available on the NYSE website: (http://www.nyse.com/regulation).

Violation of Order Tracking Requirements

If the Exchange, upon investigation, determines that a violation of the above Rules has occurred, the
Exchange will take appropriate action under the procedures set forth in Exchange Rules 476 and 476A. If
a particular violation is deemed minor in nature, this could include summary fines under Rule 476A or other
non-formal disciplinary action.

Business questions or comments regarding the technical implementation of amended Rule 123 or the
FESC program in general should be directed to John Limerick, Managing Director, at 212-656-3099
(jlimerick@nyse.com) or Bob Davy, Director, at 212-656-2025 (bdavy@nyse.com). Business questions or
comments regarding the technical implementation of amended Rule 132 or the OTS program should be
directed to Rob Michelson, Director, at 212-656-5452 (rmichelson@nyse.com).

Regulatory or compliance questions regarding the changes to Rule 123 and Rule 132 should be directed to
Brian McNamara, Vice President, at 212-656-7086 (bmcnamara@nyse.com) or Donald Siemer, Director, at
212-656-6940 (dsiemer@nyse.com).

Specific technical questions regarding communications interfaces or message formats for Rule 123
or the Common Access Point should be directed to Jim Wieman, SIAC, Director, at 212-383-7106
(jwieman@siac.com).

Regina C. Mysliwiec

Senior Vice President

Attachments

EXHIBIT A

New Rule 123 - Records of Orders
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(f) Reports of Order Executions

Order execution reports must be entered into the same database as required by this rule for the entry of
orders. Any member organization proprietary system used to record the details of an order pursuant to
paragraph (e) must also be capable of transmitting a report of the order's execution to such database. Order
execution reports must be entered into such system within such time frame as the Exchange may prescribe.
The details of each execution report required to be recorded shall include the following data elements, and
any modifications to the report, in such form as the Exchange may from time to time prescribe:

1. Order identifier that uniquely identifies the order as required by paragraph (e);

2. Symbol;

3. Number of shares or quantity of security;

4. Transaction price;

5. Time the trade was executed;

6. Executing broker badge number, or alpha symbol as may be used from time to time, in regard to its side of
the contract;

7. Executing broker badge number, or alpha symbol as may be used from time to time, of the contra side to
the contract;

8. Clearing firm number, or alpha symbol as may be used from time to time, in regard to its side of the
contract;

9. Clearing firm number, or alpha symbol as may be used from time to time, in regard to the contra side of the
contract;

10. Whether the account for which the order was executed was that of a member or member organization or
of a non-member or non-member organization;

11. Identification of member or member organization which recorded order details as required by paragraph
(e);

12. Date the order was entered into an Exchange system;

13. Indication as to whether this is a modification to a previously submitted report;

14. Settlement Instructions (e.g., cash, next day, or seller's option);

15. Special Trade Indication, if applicable;

16. Online Comparison System (OCS) Control Number;

17. Such other information as the Exchange may from time to time require

New Rule 132A. Synchronization of Member Business Clocks

Each member and member organization shall synchronize its business clocks that are used for purposes of
recording the date and time of any event that must be recorded pursuant to the Rules of the Exchange, with
reference to a time source as designated by the Exchange, and shall maintain the synchronization of such
business clocks in conformity with such procedures as are prescribed by the Exchange.

New Rule 132B. Order Tracking Requirements

(a) Procedures

1. With respect to any security listed on the New York Stock Exchange, each member and member
organization shall:

A. immediately following receipt or origination of an order, record each item of information described in
paragraph (b) of this Rule that applies to such order, and record any additional information described in
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paragraph (b) of this Rule that applies to such order immediately after such information is received or
becomes available; and

B. immediately following the transmission of an order to another member, or from one department to another
within the same member organization, record each item of information described in paragraph (c) of this Rule
that applies with respect to such transmission; and

C. immediately following the modification or cancellation of an order, record each item of information
described in paragraph (d) of this Rule that applies with respect to such modification or cancellation.

2. Each required record of the time of an event shall be expressed in terms of hours, minutes, and seconds.

3. Each member or member organization shall, by the end of each business day, record each item of
information required to be recorded under this Rule in such electronic form as is prescribed by the Exchange
from time to time.

4. Maintaining and Preserving Records

A. Each member and member organization shall maintain and preserve records of the information required to
be recorded under this Rule for the period of time and accessibility specified in SEC Rule 17a-4(b).

B. The records required to be maintained and preserved under this Rule may be immediately produced or
reproduced on “micrographic media” as defined in SEC Rule 17a-4(f)(1)(i) or by means of “electronic storage
media” as defined in SEC Rule 17a-4(f)(1)(ii) that meet the conditions set forth in SEC Rule 17a-4(f) and be
maintained and preserved for the required time in that form.

(b) Order Origination and Receipt

Unless otherwise indicated, the following order information must be recorded under this Rule when an order
is received or originated:

1. an order identifier meeting such parameters as may be prescribed by the Exchange assigned to the order
by the member or member organization that uniquely identifies the order for the date it was received;

2. the identification symbol assigned by the Exchange to the security to which the order applies;

3. the market participant symbol assigned by the Exchange to the member or member organization;

4. the identification of any department or the identification number of any terminal where an order is received
directly from a customer;

5. where the order is originated by a member or member organization, the identification of the department (if
appropriate) of the member that originates the order;

6. the number of shares to which the order applies;

7. the designation of the order as a buy or sell order;

8. the designation of the order as a short sale order;

9. the designation of the order as a market order, limit order, stop order or stop limit order;

10. any limit and/or stop price prescribed in the order;

11. the date on which the order expires, and, if the time in force is less than one day, the time when the order
expires;

12. the time limit during which the order is in force;

13. any request by a customer that an order not be displayed pursuant to Rule 11Acl-4(c) under the
Securities Exchange Act of 1934;

14. special handling requests, specified by the Exchange for purposes of this Rule;

15. the date and time the order is originated or received by a Member or member organization; and
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16. the type of account, i.e., retail, wholesale, employee, proprietary, or any other type of account designated
by the Exchange, for which the order is submitted.

(c) Order Transmittal

Order information required to be recorded under this Rule when an order is transmitted includes the following:

1. When a member or member organization transmits an order to another department within the member,
other than to the trading department, the member or member organization shall record:

A. the order identifier assigned to the order by the member or member organization,

B. the market participant symbol assigned by the Exchange to the member or member organization,

C. the date the order was first originated or received by the member or member organization,

D. an identification of the department to which the order was transmitted, and

E. the date and time the order was received by that department;

2. When a member or member organization transmits an order to another member or member organization:

A. the transmitting member or member organization shall record:

(i) whether the order was transmitted manually or electronically,

(ii) the order identifier assigned to the order by that member or member organization,

(iii) the market participant symbol assigned by the Exchange to that member or member organization,

(iv) the market participant symbol assigned by the Exchange to the member or member organization to which
the order is transmitted,

(v) the date the order was first originated or received by the transmitting member or member organization,

(vi) the date and time the order is transmitted,

(vii) the number of shares to which the transmission applies, and

(viii) for each order to be included in a bunched order, the bunched order route indicator assigned to the
bunched order by the member or member organization; and

B. the receiving member or member organization shall record, in addition to all other information items in Rule
132B that apply with respect to such order:

(i) the fact that the order was received manually or electronically;

(ii) the order identifier assigned to the order by the member or member organization that transmits the order,
and

(iii) the market participant symbol assigned by the Exchange to the member or member organization that
transmits the order.

C. The requirement in paragraph 2A above to record information regarding the transmission of an order to
another member or member organization shall not apply to:

(i) the transmitting member or member organization where the order was transmitted to the Floor by means of
the SuperDOT system; or

(ii) the transmitting member on the Floor, where the order is transmitted on the Floor to another member,
and the order had been entered into an Exchange data base pursuant to Exchange Rule 123(e) or had been
received on the Floor by means of the SuperDOT system, except that the transmitting member shall record
the order identifier as specified in paragraph (e) of this Rule, and the market participant symbol assigned by
the Exchange to the member or member organization to which the order was transmitted.

D. The requirement in paragraph 2B above to record information regarding the receiving of an order shall not
apply where:
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(i) the receiving member or member organization received the order by means of the SuperDOT system; or

(ii) the receiving member received the order on the Floor from another member on the Floor, and the order
had been entered into an Exchange data base pursuant to Exchange Rule 123(e) or had been received
on the Floor by means of the SuperDOT system, except that the receiving member shall record the order
identifier as specified in paragraph (e) of this Rule, and the market participant symbol assigned by the
Exchange to the member or member organization from which he order was received.

3. When a member or member organization transmits an order to a non-member, the member or member
organization shall record:

A. the fact that the order was transmitted to a non-member,

B. the order identifier assigned to the order by the member or member organization,

C. the market participant symbol assigned by the Exchange to the member or member organization,

D. the date the order was first originated or received by the member or member organization,

E. the date and time the order is transmitted,

F. the number of shares to which the transmission applies, and

G. for each manual order to be included in a bunched order, the bunched order route indicator assigned to
the bunched order by the member or member organization.

(d) Order Modifications and Cancellations

Order information required to be recorded under this Rule when an order is modified or canceled includes the
following:

1. When a member or member organization modifies or receives a modification to the terms of the order, the
member or member organization shall record, in addition to all other applicable information items (including
a new order identifier) that would apply as if the modified order were originated or received at the time of the
modification:

A. the order identifier assigned to the order by the member or member organization prior to the modification,

B. the date and time the modification was originated or received and

C. the date the order was first originated or received by the member or member organization.

2. When the member or member organization cancels or receives a cancellation of an order, in whole or part,
the member or member organization shall record:

A. the order identifier assigned to the order by the member or member organization,

B. the market participant symbol assigned by the Exchange to the member or member organization,

C. the date the order was first originated or received by the member or member organization,

D. the date and time the cancellation was originated or received,

E. if the open balance of an order is canceled after a partial execution, the number of shares canceled, and

F. whether the order was canceled on the instruction of a customer or the member or member organization.

3. The requirements in paragraphs 2 and 3 above regarding the recording of information with respect to
receiving a modification or cancellation of an order shall not apply where:

(i) the receiving member or member organization received the modification or cancellation by means of the
SuperDOT system; or

(ii) the receiving member received the modification or cancellation on the Floor from another member on
the Floor, and such modification or cancellation had been entered into an Exchange data base pursuant to
Exchange Rule 123(e), or had been received on the Floor by means of the SuperDOT system.
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(e) The order identifier referred to in paragraph (b)(1) above shall be the order identifier required by Exchange
Rule 123(e) with respect to any order transmitted by a member or member organization to the Floor for
execution, and to any order received on the Floor by a member or member organization from off the Floor,
except that the order identifier with respect to an order transmitted to the Floor by means of the SuperDOT
system shall be the turnaround number assigned to such order by the system.

(f) The provisions of this Rule shall not apply to members effecting on the Floor proprietary transactions
when they are acting in the capacity of a specialist, a Registered Competitive Market Maker, or a Competitive
Trader.

New Rule 132C: Transmission of Order Tracking Information to the Exchange

Members and member organizations shall be required to transmit to the Exchange, in such format as the
Exchange may from time to time prescribe, such order tracking information as the Exchange may request.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release No. 47689 (April 17, 2003), 68 FR 20200 (April 24, 2003) (SR-
NYSE-99-51).

2  For systems that cannot populate the OCS control number, the Exchange will consider expanding the
description of this required field to include an alternative sequencing or control number.

3  For electronic orders, the time of receipt is the time the order is captured by a member organization's
electronic electronic order routing or execution system. For a manual order, the time of receipt is the time
the order is first received by the member organization from the customer.
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June 3, 2003

   New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

NYSE

Market Surveillance

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: DISENGAGEMENT OF NYSE DIRECT+

Information Memo 03-21 (May 15, 2003) announced a one-week pilot to run from May 21 to 28 to disengage
NYSE Direct+® in five actively-traded stocks. The purpose of the pilot is to assess the impact of autoquoting
bids and offers in connection with the Exchange's initiative to disseminate NYSE LiquidityQuote. SM The
stocks are American Express (AXP), Pfizer (PFE), International Business Machines (IBM), Goldman Sachs
(GS), and Citigroup (C).

NYSE LiquidityQuote SM was also scheduled to start on May 21, 2003. However, the Securities and
Exchange Commission (“SEC”) delayed its implementation until at least June 6, 2003.

In order to fulfill the purpose of the pilot, the Exchange has received approval from the SEC to continue the
pilot to disengage NYSE Direct+ in the five actively traded stocks until June 20, 2003. Continuing the pilot will
provide continuity and avoid starting and stopping the disengagement of NYSE Direct+.

Rule 1000, attached, has been amended to reflect that the pilot is not limited to a one-week period.

Questions concerning the subject of this Memo may be addressed to Brian McNamara at (212) 656-7086 or
Donald Siemer at (212) 656-6940.

Regina C. Mysliwiec

Senior Vice President

Attachments

Additions underscored

Deletions [bracketed]

Rule 1000

Automatic Execution of Limit Orders Against Orders Reflected in NYSE Published Quotation

Only straight limit orders without tick restrictions are eligible for entry as auto ex orders. Auto ex orders to
buy shall be priced at or above the price of the published NYSE offer. Auto ex orders to sell shall be priced
at or below the price of the NYSE bid. An auto ex order shall receive an immediate, automatic execution
against orders reflected in the Exchange's published quotation and shall be immediately reported as NYSE
transactions, unless:

(i) the NYSE's published quotation is in the non-firm quote mode;

(ii) the execution price would be more than five cents away from the last reported transaction price in the
subject security on the Exchange;
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(iii) with respect to a single-sided auto ex order, a better price exists in another ITS participating market
center;

(iv) with respect to a single-sided auto ex order, the NYSE's published bid or offer is 100 shares;

(v) a transaction outside the NYSE's published bid or offer pursuant to Rule 127 is in the process of being
completed, in which case the specialist should publish a bid and/or offer that is more than five cents away
from the last reported transaction price in the subject security on the Exchange;

(vi) trading in the subject security has been halted.

Auto ex orders that cannot be immediately executed shall be displayed as limit orders in the auction market.
An auto ex order equal to or greater than the size of the NYSE's published bid or offer shall trade against the
entire published bid or offer, and a new bid or offer shall be published pursuant to Rule 60(e). The unfilled
balance of the auto ex order shall be displayed as a limit order in the auction market.

During a [one-week] pilot program in 2003, NYSE Direct+ shall not be available in the following five stocks:
American Express (AXP), Pfizer (PFE), International Business Machines (IBM), Goldman Sachs (GS), and
Citigroup (C). The Exchange will announce in advance to its membership the time [week] the pilot will run.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
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May 30, 2003

   New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

NYSE

Arbitration

ATTENTION: CHIEF EXECUTIVE OFFICER, GENERAL COUNSEL AND DIRECTOR OF COMPLIANCE

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO NYSE ARBITRATION RULES

The Securities and Exchange Commission has approved amendments to the New York Stock Exchange,
Inc. (“Exchange”) Rules relating to arbitration. These amendments, Effective May 27, 2003, are summarized
below and the text of the amended rules is attached as Exhibit A.

The amendment to Rule 609 codifies existing policy and provides greater transparency with respect to
challenges for cause by including the cause standard in the rules.

The amendment to Rule 610 emphasizes that all arbitrator disclosures are mandatory and is consistent with
the Exchanges current interpretation of the Rule.

The Amendment to Rule 619 is intended to reduce the volume of paper the Exchange receives from parties
by eliminating the requirement that all information requests, objections to requests and responses to
objections be filed with the Director of Arbitration. Under the amended rule parties will only be required to
file the aforementioned documents relevant to a discovery dispute at the time they request a pre-hearing
conference.

In addition, the Exchange has amended the Voluntary Supplemental Procedures for Selecting Arbitrators by
increasing the ceiling from $10,000 to $25,000 for a single arbitrator to be selected to decide an arbitration
claim. This amendment conforms to the recent amendment increasing the ceiling for Simplified Arbitration
(Rule 601).

Questions should be addressed to Robert S. Clemente, Director - Arbitration (212) 656- 5608.

Daniel Beyda

Vice President

Attachments

EXHIBIT A

New Language underlined

Deleted Language [ ]

Rule 609

[Peremptory] Challeng[e] ing Potential Arbitrators

(a) In any arbitration proceeding, each party shall have the right to one peremptory challenge. In arbitrations
where there are multiple claimants, respondents and/or third party respondents, the claimants shall have one
peremptory challenge, the respondents shall have one peremptory challenge and the third-party respondents
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shall have one peremptory challenge, unless the Director of Arbitration determines that the interests of
justice would be best served by awarding additional peremptory challenges. Unless extended by the Director
of Arbitration, a party wishing to exercise a peremptory challenge must do so by notifying the Director of
Arbitration in writing within ten (10) business days of notification of the identity of the person(s) named under
Rule 619(d), (e) or Rule 608 whichever comes first.

(b) There shall be unlimited challenges for cause. A challenge for cause to a particular arbitrator will be
granted where it is reasonable to infer an absence of impartiality, the presence of bias, or the existence of
some interest on the part of the arbitrator in the outcome of the arbitration as it affects one of the parties.
The interest or bias must be direct, definite, and capable of reasonable demonstration, rather than remote or
speculative.

New Language underlined

Deleted Language [ ]

Rule 610

Disclosures Required of Arbitrators

(a) No change.

1) Any direct or indirect financial or personal interest in the outcome of the arbitration;

2) Any existing or past financial, business, professional, family or social relationships that are likely to affect
impartiality or might reasonably create an appearance of partiality or bias. Persons requested to serve as
arbitrators [should] shall disclose any such relationships which they personally have with any party or its
counsel, or with any individual whom they have been told will be a witness. They [should] shall also disclose
any such relationship involving members of their families or their current employers, partners or business
associates.

(b) Persons who are requested to accept appointment as arbitrators [should] shall make a reasonable effort to
inform themselves of any interests or relationships described in Paragraph (a) above.

(c) & (d) No change.

New Language underlined

Deleted Language [ ]

Rule 619

General Provision Governing Subpoenas, Production of Documents, etc.

(a) No changes.

(b) Document Production and Information Exchange.

(1) Any party may serve a written request for information or documents (“information request”) upon another
party twenty (20) business days or more after service of the Statement of Claim by the Director of Arbitration
or upon filing of the Answer, whichever is earlier. The requesting party shall serve the information request
on all parties [and file a copy with the Director of Arbitration]. The parties shall endeavor to resolve disputes
regarding an information request prior to serving any objection to the request. Such efforts shall be set forth in
the objection.

(2) Unless a greater time is allowed by the requesting party, information requests shall be satisfied or
objected to within thirty (30) calendar days from the date of service. Any objection to an information request
shall be served by the objecting party on all parties [and filed with the Director of Arbitration].

(3) Any response to objections to an information request shall be served on all parties [and filed with the
Director of Arbitration] within ten (10) calendar days of receipt to the objection.
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(4) Upon the written request of a party whose information request is unsatisfied, the matter will be referred
by the Director of Arbitration to either a pre-hearing conference under paragraph (d) of this section or to a
selected arbitrator under paragraph (e) of this section. Copies of the request, objections to the request and
response to the objections, if any, must accompany the request to the Director of Arbitration.

(c) through (g) No Changes

New Language underlined

Deleted Language [ ]

Voluntary Supplemental Procedures for Selecting Arbitrators

(a) No Changes

(b) RANDOM LIST SELECTION

1. The Number and Type of Arbitrators

(i) Claims up to $[10] 25,000. One public arbitrator will decide claims up to $[10] 25,000 (not including costs
and interest).

(ii) Claims above $[10] 25,000 or where no dollar amount is claimed or disclosed. Three arbitrators will
decide claims above $[10] 25,000 (not including costs and interest) or where no dollar amount is claimed or
disclosed. The arbitration panel shall consist of a majority of public arbitrators, unless the customer or non-
member requests a majority from the securities industry.

(iii) No Changes.

2. through 5. No Changes

(c) No Changes.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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May 22, 2003

   New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005

NYSE

Member Firm Regulation

ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, CREDIT AND MARGIN
DEPARTMENTS, COMPLIANCE AND LEGAL DEPARTMENTS

TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW WEB BASED EXTENSION SYSTEM FOR BROKERDEALER EXTENSIONS DUE TO FAIL
TO RECEIVE, STOCK DIVIDENDS, SPLITS AND SIMILAR CONDITIONS

The New York Stock Exchange (“the Exchange”) is upgrading its PC Margin application for the submission of
broker-dealer extension requests, effective July 1, 2003. Similar to the customer related extension system,
the new broker-dealer extension application will provide member firm personnel with real-time status of
extensions filed via the EFP system.

It is essential that all member organizations that currently submit firm extensions that have NOT been
contacted by the SIAC Service Center [(212) 383-2062] call the Center with the name, current telephone
number and e-mail address of the margin manager. Upon receipt of this information, the member organization
will be provided with further processing instructions.

It is the member organization's responsibility to review the extension requests that have been submitted to
the Exchange and to take action on those extension requests that were denied in accordance with applicable
regulations (i.e., call the Credit Regulation Department with correction, issue buy-in or sell-out notice).
Furthermore, we would like to remind member organizations that margin extension requests not received on
the appropriate due date will be automatically denied.

It is imperative that member organizations notify their Finance Coordinator at the Exchange of any
organizational changes that may affect the filing of margin extensions, e.g., planned mergers or acquisitions
involving two clearing/carrying member organizations.

The membership application now contains a field for the name of the margin manager or supervisor at the
firm. Please ensure that this field is completed for your firm.

For additional information on technical issues regarding the EFP FEX application, please contact the SIAC
Service Center at 212-383-2062.

Inquiries regarding this memo should be directed to Albert Lucks at 212-656-5782, Olga Davis at
212-656-7227, Patrice Vellecca 212-656-2784 or Jennifer Olivo at 212-656- 4268.

Salvatore Pallante

Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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May 19, 2003

   New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

NYSE

Arbitration

ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ARBITRATION - EXTENSION OF PILOT - WAIVER OF CALIFORNIA ETHICS STANDARDS
FOR NEUTRAL ARBITRATORS

The Securities and Exchange Commission (the “SEC”) has approved an extension, through September 30,
2003, of Exchange Rule 600(g). The Rule, which relates to waiver of California's Ethics Standards for Neutral
Arbitrators in Contractual Arbitrations (the “California Standards”), was approved by the SEC, on a six-month
pilot basis, in November 2002.

The SEC's November 12, 2002 Approval Order stated that the Exchange's Director of Arbitration would
monitor the progress of the litigation, NASD Dispute Resolution, Inc. and New York Stock Exchange, Inc. v.
Judicial Council of California, No. C 02 3485 (N.D. Cal.), and determine whether there is a continuing need for
the waiver option at the end of the original pilot period.

The litigation, in which the Exchange and NASD Dispute Resolution, Inc. sought a declaratory judgment that
the California Standards are preempted by federal law, has not been concluded. On November 12, 2002,
Judge Samuel Conti dismissed the action on Eleventh Amendment grounds. A Notice of Appeal from Judge
Conti's decision has been filed with the United States Court of Appeals for the Ninth Circuit.

In the absence of a final judicial determination or legislative resolution of the preemption issue, the Exchange
has determined that it should continue the waiver option.

Frank Z. Ashen

Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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May 15, 2003

   New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

NYSE

Market Surveillance

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: INTRODUCTION OF LIQUIDITY QUOTES

The Securities and Exchange Commission has approved amendments to Exchange Rules 13, 60, 123A.30,
and 1000, to provide for the dissemination, in selected securities as appropriate, of Liquidity QuotesSM.
Liquidity Quotes will be disseminated beginning May 21, 2003 in the 28 stocks of the Dow Jones Industrial

AverageSM *   that are traded on the New York Stock Exchange. A list of these stocks is attached as Exhibit
A.

Liquidity Quotes will assist NYSE customers with the search for market “size” and depth that has become
more critical since the introduction of decimal increments and penny spreads. Since decimalization, the depth
of the inside quote has diminished. Restoring this loss of market transparency is of paramount importance to
the Exchange's institutional and upstairs customers.

Two other related developments:

The SEC has approved amendments to Direct+ Rules 1000 and 10005, which will also become effective
on May 21. The amendment to Rule 1000 provides that NYSE Direct+ executions will not be available if the
resulting trade would be more than five cents from the last sale. It also provides that during the process for
completing Rule 127 transactions, the specialist should publish a bid and/or offer that is more than five cents
away from the last reported transaction price in the subject security on the Exchange. The amendment to
Rule 1005 permits entry of limit orders up to 1,099 shares (“auto ex” or “NX” order) within 30 seconds for
an account in which the same person has an interest, provided that the orders are entered from different
terminals and that the member or member organization responsible for the entry of the orders to the trading
floor (“Floor”) has procedures to monitor compliance with the separate terminal requirement.

In addition, for the period May 21-May 28, the NYSE will conduct a pilot in which the Direct+ auto-execution
feature will not be available in the following five stocks: American Express (AXP), Citigroup(C), Goldman
Sachs (GS), International Business Machines (IBM) and Pfizer (PFE). Direct+ orders in these stocks during
the pilot will be transmitted to the specialist's book as limit orders and will be handled according to regular
auction-market procedures.

Background

The Exchange has addressed the issue of transparency by providing for the dissemination, in selected
securities as appropriate, of Liquidity Quotes, a “liquidity bid” and/or a “liquidity offer”, which reflect
aggregated trading interest at a specific price interval below the best bid (in the case of a liquidity bid) or at
a specific price interval above the best offer (in the case of a liquidity offer). The specific price interval above
or below the best bid and offer, as well as the minimum size of the liquidity bid or offer, are established by
the specialist in the subject security. Liquidity bids and offers include orders on the specialist's book, trading
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interest of brokers in the trading crowd, and the specialist's dealer interest, at prices ranging from the best bid
(offer) down to the liquidity bid (up to the liquidity offer).

It is not mandatory to disseminate a separate liquidity bid and/or offer. In certain instances, depending on the
depth of the market, the best bid (offer) and the liquidity bid (offer) may converge. In that case, the Exchange
makes available the same price and size both as the best (bid) offer over the Consolidated Quotation System
and as the liquidity bid (offer) via the Exchange's Common Access Point. In any event, all disseminated bids
and offers (best and liquidity) are deemed to be “firm quotations” that are available for interaction with trading
interest. Orders seeking to trade against the best and liquidity bids/offers are executed in accordance with
NYSE auction procedures and NYSE procedures governing the execution of XPress orders.

Amended Rules

Rule 60

Exchange Rule 60 has been amended to provide for the dissemination of liquidity bids and offers. The
amended rule also contains a discussion of how market and limit orders, as well as XPress orders, are
executed against best and liquidity bids and offers.

Market Orders

When a liquidity bid is published in addition to a best bid, a market order to sell of a size greater than the
size of the best bid is executed to the extent possible against the best bid (or the order will be crossed by the
specialist when he or she is acting as agent for the order using the auction market procedures in Rule 76,
which calls for the member to publicly bid and offer on behalf of the orders) with the balance of the sell order
being executed at the higher price of the liquidity bid or at the price of other orders on the book below the best
bid, but above the liquidity bid.

For example, assume the best bid is $20.10 for 200 shares, while the liquidity bid is $20.05 for 10,000 shares,
with no other bids in between the best and liquidity bids. If a market order to sell 1000 shares is received
by the specialist, 200 shares would trade at the best bid price of $20.10, and 800 shares would trade at
$20.05, the liquidity bid price, unless the specialist, in crossing the order, obtains price improvement for it.
If there were other bids on the book between the best and liquidity bids, the sell market order could receive
executions at those prices. For example, if, in addition to the best and liquidity bids of $20.10 and $20.05
in the previous example, there were also a bid of $20.07 for 300 shares, the market order to sell would be
executed as follows - 200 shares at the best bid of 20.10, 300 shares at $20.07 and 500 shares at the liquidity
bid of $20.05, unless the specialist, in crossing the order, obtains price improvement for it.

Market orders to buy would follow the same principles using the best and liquidity offers.

Limit Orders

Similar procedures are used for the execution of limit orders when there are liquidity bids and offers as well
as best bids and offers. When a liquidity bid is published in addition to a best bid, a limit order to sell of a
size greater than the size of the best bid but which is limited to a price executable at or above the liquidity
bid price is executed first against the best bid (or crossed as explained above), with the balance of the order
being executed within its limit price at a price at which orders on the book will not be traded through. For
example, assume there is a best bid for 200 shares of $20.10 and a liquidity bid of $20.05 for 10,000 shares.
In addition, there is a bid for 500 shares at $20.07. If a limit order to sell 1,000 shares at $20.05 is received
by the specialist, it is executed as follows - 200 shares at $20.10, 500 shares at $20.07 and 300 shares at the
liquidity bid of $20.05. In all these examples, however, as with market orders, the specialist follows auction
market crossing procedures in an effort to obtain price improvement for the order.

Limit orders to buy follow the same principles.
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Execution of XPress Orders: Rule 13

An XPress order is an order of a specified minimum size that is to be executed against a displayed XPress
quote, or at an improved price, if obtainable. In order to be indicated as an XPress quote, a published bid or
offer must be for no less than the minimum share size, currently 15,000 shares, at the same price for no less
than 15 seconds.

With respect to liquidity quotes, the Exchange will initially require XPress orders to be for at least 15,000
shares when entered against a liquidity bid or liquidity offer. However, the Exchange has amended Rule
13.40 to provide that a liquidity bid or offer, regardless of size, will be XPress eligible if it has been published
for at least 15 seconds. The Exchange expects that the size of liquidity bids and offers will be of a size that
represents significant interest for a stock and will, in many stocks be greater than 15,000 shares. However,
where the share size of the liquidity bid or offer does not equal 15,000 shares, the Exchange believes that
institutional interest in trading at the liquidity price may still be present, and that utilizing the XPress trading
protocol is an appropriate way for this interest to access such displayed, greater liquidity. A liquidity quote will
still be required to be at the same liquidity price for at least 15 seconds to be eligible as a quotation against
which an XPress order may be executed.

The different size requirements for XPress orders entered to trade with a liquidity bid or offer will be
implemented in the near future. An Information Memo announcing the implementation will be distributed at
that time.

Execution of XPress Orders: Rule 60

Rule 60 has been amended to provide that an XPress order may be priced at either the best bid or offer price
if XPress eligible (i.e., for at least 15,000 shares for at least 15 seconds), or priced at the liquidity bid or offer
price, if, again, XPress eligible. An XPress order to buy priced at the liquidity offer price is executed at that
price or at a price that will allow the XPress order to be filled without trading through orders on the book.
Again, price improvement for the XPress order is sought by the specialist in accordance with the Exchange's
procedures for the execution of XPress orders.

If the specialist receives two XPress orders within a nearly simultaneous time frame, one priced at the best
bid (offer), and the other priced at the liquidity bid (offer), both orders shall be executed in accordance with
the Exchange's procedures for the execution of XPress orders. Both orders shall be exposed to the Crowd
for price improvement. Those portions of the orders that do not receive price improvement shall be executed
against the XPress bids (offers), which may not then be traded against by other members pursuant to the
Exchange's procedures for the execution of XPress orders.

Automated Dissemination of Quotations: Rule 60

In conjunction with the dissemination of dual quotations, the Exchange provides for the automated
dissemination of the best bid and offer as SuperDOT limit orders are received systemically. This is a change
to the current practice whereby specialists are responsible for disseminating bids and offers. Rule 60 has
been amended to provide that the Exchange will autoquote the NYSE's highest bid or lowest offer whenever
a limit order is transmitted to the specialist's book at a price higher (lower) than the previously disseminated
highest (lowest) bid (offer). When the NYSE's highest bid or lowest offer has been traded with in its entirety,
the Exchange will autoquote a new bid or offer reflecting the total size of orders on the specialist's book at the
next highest (in the case of a bid) or lowest (in the case of an offer) price. Rule 60 has also been amended to
provide that autoquoting includes (i) adding size to the best and liquidity bids/offers as additional limit orders
are received; and (ii) reducing the size of the best and liquidity bids/offers as limit orders on the book are
executed or cancelled. However, de minimis increases or decreases in the size of limit orders on the book,
as determined by the specialist, do not result in automated augmenting or decrementing of the size of the
liquidity bid or offer where such bid or offer continues to reflect the actual size of limit orders on the book.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

263

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE13/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE60/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE60/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE60/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE60/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE60/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


In any instance where the specialist disseminates a proprietary bid (offer) of 100 shares on one side of the
market, the bid or offer on that side of the market shall not be autoquoted. In such an instance, any better-
priced limit orders received by the specialist shall be manually displayed, unless they are executed at a better
price in a transaction being put together in the auction market at the time that the order is received.

Rules 1000, 1001 and 1005

NYSE Rules 1000 - 1005 provide for the automatic execution of limit orders of 1099 shares or less against
the Exchange's disseminated bid or offer. These executions of Direct+ orders are not available under unusual
market conditions, or in situations when the Exchange's bid or offer is only 100 shares.

In conjunction with autoquoting of bids and offers, Rule 1000 has been amended to provide that a NYSE
Direct+® (“NYSE Direct+”) order equal to or greater than the size of the published bid/offer exhausts the
entire bid/offer, rather than decreases it to 100 shares as is the case today. The purpose of this change is to
facilitate the autoquoting of the next highest bid/lowest offer. The unfilled balance of the NYSE Direct+ order
would be displayed in the auction market as a SuperDOT limit order. Rule 1001(c) provided that if executions
of auto ex orders have traded with all trading interest reflected in the Exchange's published bid or offer, the
Exchange will disseminate a bid or offer at that price of 100 shares until the specialist requotes that market.
Rule 1001(c) has been deleted.

In addition, Rule 1000 has been amended to provide that NYSE Direct+ executions will not be available if the
resulting trade would be more than five cents from the last sale. It also provides that during the process for
completing Rule 127 transactions, the specialist should publish a bid and/or offer that is more than five cents
away from the last reported transaction price in the subject security on the Exchange.

Rule 1000(ii)

Rule 1000(ii) currently provides that auto ex orders will not be executed when the Exchange's published
quotation has been gapped for a brief period. The amendment provides that auto ex orders will not be
executed if the resulting trade would be more than five cents from the last trade in that stock. Any auto ex
order sent that would result in an execution more than five cents away from the last trade will be routed to
the specialist as a SuperDOT limit order. The specialist would then represent that order as he or she would
represent any other limit order received via the SuperDOT system.

For example, if the last sale in a stock is $20.10, and the current quote is $20.09 bid for 300 shares and 900
shares offered at $20.16, an auto ex order to buy 500 shares (which would be executed at the offer price)
would not be automatically executed at $20.16 since such a trade would be more than five cents from the last
trade at $20.10. The order would be routed to the specialist as a limit order to buy at $20.16. The specialist
would then bid on behalf of that order at $20.15 and execute it at $20.16 against the prevailing offer, or a
broker in the crowd could offer to trade with the order at $20.15, offering price improvement to that order in
the auction market.

Rule 1000(v)

Rule 127 requires a member seeking to cross block orders outside the prevailing quotation to inform the
specialist of his or her intention to execute the transaction at a pre-determined, specific price (the “clean-up”
price), either a premium or discount from the prevailing bid/offer. In this situation, the executing broker will
be bidding and offering on behalf of the cross away from the prevailing quotation, to reflect the discount or
premium from the current market. Any limit order that is received as the Rule 127 trade is being effected that
would better the market represented by the broker's bid and offer on behalf of the Rule 127 cross trade would
be included in the Rule 127 trade.

For example, assume that the last sale in XYZ is $10.27, and the current quote is $10.25 bid for 5000 shares
and 5000 shares offered at $10.35. A proposed block transaction (Rule 127 trade) is about to be effected
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at the “clean-up” (discount price) of $10.15 for 50,000 shares. Under amended Rule 1000(v), the specialist
would publish a bid that is more than five cents away from the last reported transaction price in order to turn
off Direct+. The Rule 127 trade would be completed by the broker bidding $10.15 on behalf of the cross, and
offering at $10.16. If, prior to the completion of the Rule 127 trade, a limit order to buy 500 shares at $10.20
was received by the specialist, he or she would represent that order to participate in the Rule 127 cross and
receive an improved price. (Under Exchange Rule 79A.15, the requirement to display limit orders received by
specialists does not apply to any customer limit order that is executed upon receipt of the order.)

Rule 1005

The amendment to Rule 1005 permits entry of limit orders up to 1,099 shares (“auto ex” or “NX” order) within
30 seconds for an account in which the same person has an interest, provided that the orders are entered
from different terminals and that the member or member organization responsible for the entry of the orders
to the trading floor (“Floor”) has procedures to monitor compliance with the separate terminal requirement.

Current Rule 1005 provided that an NX order for any account in which the same person is directly or indirectly
interested may only be entered at intervals of not less than 30 seconds between entry of each such order.
The purpose of this restriction was to limit the ability of a trader to circumvent the restriction on order size
by breaking a large order into smaller components and repetitively entering them to exhaust liquidity at the
published bid or offer price.

The prior restriction in Rule 1005 applied across an entire firm, even if orders were entered from separate
terminals.

The Commission has approved the Exchange's amendment to Rule 1005 to permit entry of NX orders within
30 seconds for an account in which the same person has an interest, provided that:

• the orders are entered from different terminals; and

• the member or member organization responsible for the entry of the orders to the Floor has procedures to
monitor compliance with the separate terminal requirement.

Such procedures, at a minimum, would require member organization compliance departments to review
patterns of order entry from individual terminals on a periodic basis to ensure compliance with the 30 second
requirement.

The Exchange will include compliance with Rule 1005 in its examination scope when conducting its periodic
examinations of member organizations.

Rule 123A.30

The new autoquoting of the best bid and offer called for Rule 123A.30 to be amended to enable specialists
to trade percentage orders against incoming SuperDOT orders. Currently, specialists may bid or offer (within
$0.10 of the last sale) on behalf of a percentage order, and an incoming SuperDOT order may then trade
against such bid or offer. The specialist may not “reach across the market” to trade a percentage order
against a bid or offer in a “destabilizing” transaction (bid above the last sale or sell below the last sale) unless
the trade is for at least 10,000 shares or a quantity of stock with a market value of at least $500,000. With the
automating of SuperDOT bids and offers, specialists will not be able to interact with such orders on behalf
of percentage orders as they do today because they cannot “reach across the market” to effect smaller size
trades. Thus, the Exchange has amended Rule 123A.30 to permit specialists to “reach across the market”
with percentage orders to effect trades of less than 10,000 shares or a quantity of stock having a market
value of less than $500,000. Specialists may not “reach across the market” more than $0.10 from the last sale
to effect these smaller size trades if the trade would be destabilizing. This $0.10 limitation is the same as the
current limitation on making destabilizing bids or offers against which incoming orders may trade.

Liquidity Quotes will be available through all major market data vendors. In addition, access to Liquidity
Quotes is available through the NYSE OpenBook service.
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The amended rules are attached as Exhibit B.

NYSE Direct+ Pilot

In connection with the launch of NYSE Liquidity Quote (“NYLQ”), the Exchange has tested on the Floor its
initiative to disseminate the NYSE's best quote in a stock by means of an automated system. As part of this
initiative, in selected stocks, the Exchange autoquotes the NYSE's highest bid or lowest offer whenever a limit
order is transmitted to the NYSE's book at a price equal to or higher (lower) than the previously disseminated
highest (lowest) bid (offer). When the NYSE's highest bid or lowest offer has been traded with in its entirety,
the Exchange autoquotes a new bid or offer reflecting the total size of orders on the NYSE's book at the next
highest (in the case of a bid) or lowest (in the case of an offer) price.

Concerns have been expressed that auto-quoting in conjunction with the auto-execution of orders pursuant to
Direct+ might prove unduly disruptive to the auction market. In order to assess the impact of the auto-quote
and auto-ex features within the context of the price discovery process, the NYSE will conduct a one-week
pilot May 21-28, during which time the NYSE Direct+ auto-ex feature will not be available in the following five
stocks:

American Express (AXP)

Citigroup (C)

Goldman Sachs (GS)

International Business Machines (IBM)

Pfizer (PFE)

Direct+ orders submitted in these stocks during the pilot will be transmitted to the specialist's book as limit
orders and will be handled according to the Exchange's regular auction market procedures.

The Exchange will assess the results of the pilot program to determine whether additional action with
respect to NYSE Direct+ would be appropriate.

Questions concerning the subject of this Memo may be addressed to Brian McNamara at (212) 656-7086 or
Donald Siemer at (212) 656-6940.

Regina C. Mysliwiec

Senior Vice President

Attachments

Exhibit A

COMPANY NAME SYMBOL
3M Co. MMM

Alcoa Inc. AA
Altria Group Inc. MO

American Express Co. AXP
AT&T Corp. T
Boeing Co. BA

Caterpillar Inc. CAT
Citigroup Inc. C

Coca-Cola Co. KO
E.I. DuPont de Nemours & Co. DD

Eastman Kodak Co. EK
Exxon Mobil Corp. XOM

General Electric Co. GE
General Motors Corp. GM
Hewlitt-Packard Co. HPQ

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

266

http://researchhelp.cch.com/License_Agreement.htm


Home Depot Inc. HD
Honeywell International Inc. HON

International Business Machines Corp. IBM
International Paper Co. IP

J.P. Morgan Chase & Co. JPM
Johnson & Johnson JNJ
McDonald's Corp. MCD
Merck & Co. Inc. MRK

Proctor & Gamble Co. PG
SBC Communications Inc. SBC
United Technologies Corp. UTX

Wal-Mart Stores Inc. WMT
Walt Disney Co. DIS

EXHIBIT B

Additions underscored

Deletions [bracketed]

Dissemination of Quotations

Rule 60(a)(1) For purposes of this rule, the terms “quotation vendor”, “bid”, “offer”, “reported security”,
“quotation size”, “published bid”, “published offer”, “published quotation size”, “make available”, “aggregate
quotation size” and “specified persons” shall have the meaning given to them in SEC Rule 11Ac1-1.

(2) For the purposes of this rule and SEC Rule 11Ac1-1 as applied to the Exchange and members on the
Floor, the term “responsible broker or dealer” shall mean, with respect to any bid or offer for any reported
security made available by the Exchange to quotation vendors, the specialist in such reported security, who
shall be the responsible broker or dealer to the extent of the quotation size he specifies.

(b) Each member who is a responsible broker or dealer on the Floor shall, in addition to meeting his
obligations as set forth in paragraph (c) of SEC Rule 11Ac1-1 as applicable to such member under this rule,
also abide by such rules and procedures adopted by the Exchange, in order to enable the Exchange to meet
its quotation dissemination requirements under paragraph (b) of SEC Rule 11Ac1-1 as applicable to the
Exchange under this rule.

(c) With respect to paragraph (b) of SEC Rule 11Ac1-1, the Exchange shall, at all times it is open for trading,
collect, process and make available to quotation vendors the highest bid and the lowest offer, and the
quotation size or the aggregate quotation size associated therewith, in each reported security in accordance
with paragraph s (e) and (g) below (excluding any such bid or offer which is executed immediately after being
made in the crowd and any such bid or offer which is cancelled or withdrawn if not executed immediately after
being made) except during any period when trading in such reported security has been suspended or halted,
or prior to the commencement of trading in such reported security on any trading day. Bids and offers on the
Exchange, and associated quotation sizes and aggregate quotations sizes, shall be collected, processed and
made available to quotation vendors as follows:

(1) Normal Mode-Unless otherwise designated pursuant to the provisions of subparagraphs (c)(2), the market
on the Floor for each reported security shall be considered to be in a “normal mode”. While such market is in
a normal mode, only the specialist shall determine the size to be communicated to the Reporter and shall be
deemed the “responsible broker or dealer” with respect to any bid or offer made available by the Exchange to
quotation vendors.

(2) Non-Firm Mode-With respect to subparagraph (b)(3) of SEC Rule 11Ac1-1, a Floor Governor, Senior
Floor Official, or Executive Floor Official (or two Floor Officials in the event a Floor Governor, Senior Floor
Official, or Executive Floor Official is not available) shall have the power to determine that the level of trading
activity or the existence of unusual market conditions are such that the Exchange is incapable of collecting,
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processing and making available to quotation vendors bids, offers and quotation sizes with respect to one or
more reported securities in a manner which accurately reflects the current state of the market on the Floor.
Such officials are sometimes referred to in this subparagraph (2) as the “Initiating Official(s)”. Upon making
of such a determination, the specialist shall designate the market in such security to be in a “non-firm mode”,
which shall remain in effect for a period not to exceed 30 minutes pending review as described below.

Whenever a Floor Governor, Senior Floor Official, or Executive Floor Official or two Floor Officials make
any such determination with respect to any reported security, he or they shall immediately notify the Market
Surveillance Division of the Exchange. During any period that the market in a reported security is in a non-
firm mode, members on the Floor shall be relieved of their obligations under SEC Rule 11Ac1-1 as applicable
to such members under this Rule 60 with respect to such reported security, but the specialist shall report bids
and offers or revised bids and offers in such reported security, for publication, on a “best efforts” basis.

During any period that the market in a reported security is in a non-firm mode, the Initiating Official(s)
shall monitor the activity or condition which formed the basis for his or their determination. No more than
30 minutes after such market has been designated to be in a non-firm mode, the specialist shall review
the condition of such market with the Initiating Official(s). In the event that the Initiating Official(s) are not
available, the specialist shall review such condition with another Floor Governor, Senior Floor Official, or
Executive Floor Official (or two Floor Officials if a Floor Governor, Senior Floor Official, or Executive Floor
Official is not available). Continuation of the non-firm mode for longer than 30 minutes shall require the
reaffirmation of the reviewing Floor Governor, Senior Floor Official, or Executive Floor Official or Floor
Officials. Such review and reaffirmation shall occur not less frequently than every 30 minutes thereafter while
the non-firm mode is in effect.

When the Exchange is once again capable of collecting, processing and making available to quotation
vendors bids, offers, quotations sizes and aggregate quotation sizes with respect to a reported security that
is in a non-firm mode in a manner which accurately reflects the current state of the market on the Floor, the
Initiating Official(s) or, in the event he or they are not available, another Floor Governor, Senior Floor Official,
or Executive Floor Official (or two Floor Officials if a Floor Governor, Senior Floor Official, or Executive Floor
Official is not available) shall immediately renotify the Market Surveillance Division and the specialist in such
reported security shall designate the market therein to be in a normal mode. Members on the Floor shall
thereupon once again be obligated under SEC Rule 11Ac1-1 as applicable to such members under this Rule
60 with respect to such reported security.

(d) In addition, the Exchange may disseminate a “liquidity bid” (at a price and size below the highest bid) and/
or a “liquidity offer” (at a price and size above the lowest offer). The liquidity bid and liquidity offer shall reflect
all trading interest represented in the highest bid and lowest offer, as well as trading interest (represented
by orders on the specialist's book, members in the Crowd, and the specialist as dealer) executable at prices
down to (in the case of a liquidity bid) the liquidity bid price, or up to (in the case of a liquidity offer) the
liquidity offer price. Depending on market conditions in any particular security, the highest bid or offer and the
liquidity bid or offer may be the same. The liquidity bid and offer shall be “firm quotations” available for orders
to trade with. The specialist shall be the “responsible broker-dealer,” for all liquidity bids and offers. The
Exchange shall not disseminate a liquidity bid or offer during any period when trading in the subject security
has been suspended or halted, or prior to the commencement of trading in such security on any trading day.
The provisions of Rule 60(c)(1) and (2) shall be applicable to liquidity bids and liquidity offers.

(i) Execution of Market Orders When Liquidity Bid or Offer Is Disseminated

In the case of a market order to sell of a size greater than the highest bid size, the order shall be executed
against such highest bid (or crossed by the specialist if agent for the order) with the balance of the order
being executed (to the extent possible based on the size of the liquidity bid) at the higher of the liquidity
bid price or the price at which orders on the book would not be traded-through. Auction market crossing
procedures should be followed, as appropriate, to ensure proper execution of orders. The same principles
apply in the case of a market order to buy.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

268

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE60/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE60/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE60/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


(ii) Execution of Limit Orders When Liquidity Bid or Offer Is Disseminated

In the case of a limit order to sell whose size is greater than the highest bid size, but which is limited to a
price executable at or above the liquidity bid price, the order shall be executed first against the highest bid
price (or crossed by the specialist if agent for the order), with the balance of the order being executed (to the
extent possible based on the size of the liquidity bid) within its limit price at a price at which orders on the
book would not be traded-through. Auction market crossing procedures should be followed, as appropriate, to
ensure proper execution of orders. The same principles apply in the case of a limit order to buy.

(iii) Execution of XPress Orders When Liquidity Bid or Offer Is Disseminated

An XPress order may be priced at either the highest bid or offer price (if XPress eligible) or the liquidity bid
or offer price (if XPress eligible). An XPress order priced at the highest bid or offer price shall be executed in
accordance with the Exchange's XPress order execution procedures. An XPress order to buy priced at the
liquidity offer price shall be executed at the lower of the liquidity offer price or the price at which the XPress
order can be filled without trading through orders on the book, unless price improvement can be offered to the
XPress order in accordance with the Exchange's XPress order execution procedures. The same principles
shall apply in the case of an XPress order to sell priced at the liquidity bid price.

If the specialist receives two XPress orders within a nearly simultaneous time frame, one priced at the best
bid (offer), and the other priced at the liquidity bid (offer), both orders shall be executed in accordance with
the Exchange's procedures for the execution of XPress orders. Both orders shall be exposed to the Crowd
for price improvement. Those portions of the orders that do not receive price improvement shall be executed
against the XPress bids (offers), which may not then be traded against by other members pursuant to the
Exchange's procedures for the execution of XPress orders.

(e) Autoquoting of highest bid/lowest offer and automated adjustment of size of liquidity bid and offer. The
Exchange will autoquote the NYSE's highest bid or lowest offer whenever a limit order is transmitted to the
specialist's book at a price higher (lower) than the previously disseminated highest (lowest) bid (offer). When
the NYSE's highest bid or lowest offer has been traded with in its entirety, the Exchange will autoquote a new
bid or offer reflecting the total size of orders on the specialist's book at the next highest (in the case of a bid)
or lowest (in the case of an offer) price. The size of any liquidity bid or offer shall be systemically increased
to reflect any additional limit orders transmitted to the specialist's book at prices ranging from the liquidity
bid or offer price to the highest bid (lowest offer). The size of any liquidity bid or offer shall be systematically
decreased to reflect the execution of any limit orders on the specialist's book at prices ranging from the
liquidity bid or offer price to the highest bid (lowest offer). However, de minimis increases or decreases in the
size of limit orders on the book, as determined by the specialist, will not result in automated augmenting or
decrementing of the size of the liquidity bid or offer where such bid or offer continues to reflect the actual size
of limit orders on the book.

In any instance where the specialist disseminates a proprietary bid (offer) of 100 shares on one side of the
market, the bid or offer on that side of the market shall not be autoquoted. In such an instance, any better-
priced limit orders received by the specialist shall be manually displayed, unless they are executed at a better
price in a transaction being put together in the auction market at the time that the order is received.

[(d)] (f) In addition to meeting its obligations as set forth in paragraph (b) of SEC Rule 11Ac1-1 as applicable
to the Exchange under this Rule 60, the Exchange shall make available to quotation vendors and shall
communicate to other specified persons the appropriate mode identifier in effect as to each reported security
which shall, in the case of the initiation and termination of non-firm modes, effect the requisite notification and
re-notification of specified persons under subparagraph (b)(3) of SEC Rule 11Ac1-1.

[(e)] (g) (1) Each specialist shall promptly report in each reported security in which he is registered the highest
bid and lowest offer made in the trading crowd in such security and the associated quotation size that he
wishes to make available to quotation vendors.

(2) Each specialist who is a responsible broker or dealer on the Floor shall:
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(i) promptly report as to the reported security whenever a bid, offer or quotation size he previously reported is
to be revised; and

(ii) promptly report as to the reported security whenever a bid and/or offer he previously reported is to be
cancelled or withdrawn.

Supplementary Material:

.10 No specialist shall be deemed to be a responsible broker or dealer with respect to a published bid or
offer that is erroneous as a result of an error or omission made by the Exchange or any quotation vendor.
If a published bid or published offer is accurate but the published quotation size (or published aggregate
quotation size, as the case may be) associated with it is erroneous as a result of an error or omission made
by the Exchange or any quotation vendor, then the specialist who is responsible for the published bid or
published offer shall be obligated to the extent set forth in paragraph (c) of Rule 11Ac1-1 but only to the
extent of one unit of trading in the reported security in question.

.20 While the market for a reported security is in a “normal mode”, the specialist shall honor any bid or
offer then being displayed by quotation vendors which is erroneous, up to the quotation size then being so
displayed, which has been displayed for six minutes or more on the Price Display Unit at the post. Provided,
however, that the specialist shall not be required to honor such a bid or offer which is erroneous as to either
price or size or both if:

(i) as a matter or record, an execution, cancellation or update of such bid or offer was in effect or in process;

(ii) in honoring such a bid or offer, the resulting transaction would violate applicable Exchange rules or federal
regulations;

(iii) equipment failure prevents the specialist from monitoring such bid or offer; or

(iv) the price sought upon such quotation is above the current bid or below the current offer, on the Floor, by
(a) one-half point or more in the case of a reported security trading at $50 or less or (b) one point or more in
the case of a reported security trading at more than $50.

Additions underscored

Deletions [bracketed]

Definitions of Orders

Rule 13

* * * *

An auto ex order is a limit order of 1099 shares or less priced at or above the Exchange's published offer
(in the case of an order to buy) or at or below the Exchange's published bid (in the case of an order to sell),
which a member or member organization has entered for automatic execution in accordance with, and to the
extent provided by, Exchange Rules 1000- 1005.

* * * *

Supplementary Material

.40 The minimum number of shares for an XPress order is [15,000 shares] (i) 15,000 shares for an XPress
order seeking to trade with the best bid or offer, and (ii) the size of the liquidity bid or offer for an XPress order
seeking to trade with such liquidity bid or offer. With respect to the best bid or offer, the [The] published bid or
offer must be at the same price for no less than 15,000 shares for at least 15 seconds in order to be indicated
as an XPress Quote. With respect to the liquidity bid or offer, the published bid or offer must be the same
price for at least 15 seconds in order to be indicated as an XPress Quote.

Additions underscored
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Deletions [bracketed]

Miscellaneous Requirements

Rule 123A

Supplementary Material:

.10 through .25 - No Change

.30 A specialist may accept one or more percentage orders. - When accepting more than one order, the
specialist must make every effort to inform the entering brokers that they will be participating with another
order or orders. Information of this type would alert brokers to the fact that each order will do less than 50%
of the volume. When the specialist is handling more than one percentage order, each such order will be on
parity with the other. When an odd amount of shares is involved, for example, 300 shares, and a specialist
holds two percentage orders, he must give the extra 100 shares to the broker having priority on a time basis.
Therefore, all percentage orders given to a specialist must be time-stamped by the specialist at his Post
location.

If a specialist feels he cannot properly handle a number of percentage orders at one time, he should call in a
Floor Official to discuss the situation.

If so instructed by the entering broker(s), percentage orders to buy will be converted into regular limit
orders for transactions effected on “minus” or “zero minus” ticks. Conversely, if so instructed by the entering
broker(s), percentage orders to sell will be converted into regular limit orders for transactions effected on
“plus” or “zero plus” ticks.

Special Conversion Instructions. In addition to the conversion instructions discussed immediately above,
the entering broker(s) may further instruct the specialist that he may, but shall not be required to, convert
a percentage order to buy into a regular limit order for transactions effected on “zero plus” and “plus” ticks.
Conversely, the entering broker(s) may further instruct the specialist that he may, but shall not be required
to, convert a percentage order to sell into a regular limit order for transactions effected on “zero minus” or
“minus” ticks. (These ticks are hereinafter collectively referred to as “destabilizing ticks”.) Pursuant to these
special conversion instructions, the specialist may convert a percentage order on a destabilizing tick only
where (i) the transaction for which the order is being converted is for less than 10,000 shares or a quantity of
stock having a market value of less than $500,000 and the price at which the converted percentage order is
to be executed is no more than 0.10 away from the last sale price; or (ii) the transaction for which the order
is being converted is for 10,000 shares or more or a quantity of stock having a market value of $500,000 or
more and the price at which the converted percentage order is to be executed is no more than 0.25 away
from the last sale price. [(i) the transaction for which the order is being converted is for 10,000 shares or
more or a quantity of stock having a market value of $500,000 or more (whichever is less); and (ii) the price
at which the converted percentage order is to be executed is no more than 0.25 point away from the last
sale price; provided, however, that this price parameter may be modified, in appropriate cases, with the prior
approval of a Floor Official and the written consent of the broker who entered the order.]

The specialist shall not execute a converted percentage order pursuant to the preceding paragraph at
consecutively higher or lower prices such that consecutive up or down ticks (as the case may be), follow one
another in rapid succession, unless he obtains the prior approval of a Floor Governor, Senior Floor Official,
or Executive Floor Official. In determining whether to grant such prior approval, the Floor Governor, Senior
Floor Official, or Executive Floor Official shall consider any changes in overall market conditions, and any
changes in buying or selling interest in the stock in question. Where a specialist reasonably believes, based
on prevailing market conditions (for example, a brief period of time where there is an influx of buying/selling
interest and a “fast market” condition) that it may be appropriate and necessary for him to convert percentage
orders, on destabilizing ticks, in a series of trades which, while not consecutive, may be effected within a
short period of time, the specialist shall first seek the approval of a Floor Governor, Senior Floor Official, or
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Executive Floor Official. In granting such approval, the Floor Governor, Senior Floor Official, or Executive
Floor Official should, based on his evaluation of the buying/selling and contra-side interest in the market,
determine a price a reasonable amount away from the market, to which price the specialist may convert
percentage orders in a series of non-consecutive trades. As this price is approached, the specialist shall
again consult with a Floor Governor, Senior Floor Official, or Executive Floor Official, who will re-evaluate the
situation at that time. Any subsequent approvals by the Floor Governor, Senior Floor Official, or Executive
Floor Official shall follow the principles discussed immediately above.

The specialist may convert a percentage order on a stabilizing tick to make a bid or offer in such size as he
deems appropriate. The specialist may convert a percentage order on a destabilizing tick to make a bid or
offer in such size as he deems appropriate to add size to prevailing bid or offer.

In addition, the specialist may, except as provided below, convert a percentage order on a destabilizing tick
to establish a new bid in such size as he deems appropriate, (i) immediately following a transaction where
such transaction has cleared the Floor of bids and offers, or (ii) to narrow the quotation spread, provided
that no such bid may be more than 0.10 of a point higher than the last sale. The specialist's conversion of a
percentage order to establish a new bid pursuant to (i) and (ii) above shall be further subject to the following
conditions:

1) Where the specialist has converted a percentage order to buy on a destabilizing tick [to participate in a
transaction of at least 10,000 shares or in a transaction with a quantity of stock having a market value of
$500,000 or more (whichever is less)] as otherwise permitted by this rule, he may not convert a percentage
order to buy to establish a new bid at a price which is higher than the price of the transaction, unless there is
an intervening transaction at a price that is independent of the price established by the specialist through the
conversion of a percentage order.

2) Where the specialist has converted a percentage order to buy to establish a new bid that is higher than the
last sale price, with the result that a transaction is effected at the bid price, he may not convert a percentage
order to buy to participate in a trade [of at least 10,000 shares or a quantity of stock having a market value
of $500,000 or more (whichever is less)] as otherwise permitted by this rule, unless there is an intervening
transaction at a price that is independent of the price established by the specialist through the conversion of a
percentage order.

3) Where the specialist has converted a percentage order to buy to establish a new bid that is higher than
the last sale, he may not convert a percentage order to subsequently establish a higher bid, unless there
is an intervening transaction at a price independent of the price established by the specialist through the
conversion of a percentage order.

The same principles shall apply in the case of a specialist's conversion of percentage orders to sell. With the
prior approval of a Floor Governor, Senior Floor Official, or Executive Floor Official, the specialist may convert
a percentage order to make a destabilizing bid or offer at a price which would otherwise be prohibited under
the limitations and conditions stated above.

Any percentage order or portion thereof converted to make a bid or offer shall be considered as a limit order
on the book and will be ahead of other limit orders subsequently received by the specialist at that price, and
any such bid or offer made pursuant to such order shall have the same standing in the market as would
be provided any other bid or offer under the Exchange's auction market rules and procedures dealing with
priority, parity, and precedence. Where the specialist has converted a percentage order to make or add
to a bid (offer) as permitted by this rule, and subsequently additional buying or selling interest enters the
market and establishes a different higher bid (lower offer), the original converted order or portion thereof
shall retain its status on the book as a limit order at the price at which it was converted. However, unless the
order has been converted at its maximum limit price, if a transaction is effected upon such higher bid (lower
offer), and another bid (offer) is made at a price higher (lower) than such transaction, the original converted
order or portion thereof shall be treated as a cancelled order on the book and revert to its original status as
a percentage order subject to subsequent election or further conversion as permitted by this rule. Where
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the specialist has converted a percentage order to make or add to a bid or offer as permitted by this rule,
and subsequently additional size is added to a prevailing bid or offer on the opposite side of the market from
the converted percentage order, or a different bid or offer is established on the opposite side of the market
from the converted percentage order, the specialist may cancel the converted order or portion thereof if he
intends to reconvert the order to trade with the interest on the opposite side of the market, and such trade is
otherwise permitted by this rule. The specialist must document the status of a converted percentage order on
the book as a limit order at the price it was converted.

Notwithstanding the provisions of this Rule permitting percentage orders to be converted on destabilizing
ticks, where a member holds orders of 10,000 shares or more or a quantity of stock having a market value
of $500,000 or more (whichever is less) to buy or sell a particular stock which he proposes to cross at or
within the prevailing market, the specialist may not, unless asked to do so by the member with the cross
(assuming the cross is at or within the 0.25 point price parameter of this Rule), convert any percentage order
on a destabilizing tick for execution in such proposed cross transaction unless the specialist can (at or within
the 0.25 of a point price parameter specified in this Rule, and within the limit price of the order) provide a
better price to one side or the other of the proposed cross.

When the specialist is holding one or more percentage orders with special instructions permitting conversions
on destabilizing ticks as provided in this Rule, and a member who holds orders to buy and sell 10,000 shares
or more or a quantity of stock having a market value of $500,000 or more (whichever is less) proposes to
cross such orders at or within the prevailing market, the specialist shall not, unless asked to do so by the
member with the cross, trade for his own account with either the bid or the offer side of such cross (as the
case may be), where the effect of such proprietary trade would be to establish a new last sale price, and
thereby extend the 0.25 point price parameter specified in this Rule.

In any situation where the specialist is taking or supplying for his own account the security named in a
percentage order entrusted to him, the specialist and the entering broker shall comply with the procedures for
confirmation of transactions specified in Exchange Rule 91.10.

When converting a percentage order into a limit order, the specialist shall give priority to conventional limit
orders on his book at that price on the same side of the market, which orders were entered before the
conversion. This means that the converted percentage order may receive an execution at any particular price
only after all such conventional limit orders on the book at that price are satisfied.

The entering broker may permit the specialist to be on parity with his order. However, when the specialist is
handling more than one percentage order, he may not be on parity with any such order unless permission
has been obtained from all brokers for whom he is holding percentage orders in the particular stock. If a
specialist is on parity with one or more percentage orders, at no time may the specialist participate for his
own account in an amount in excess of what each percentage order would receive, except that the specialist
may participate for his own account to an extent greater than any particular percentage order where the size
specified on such order has been satisfied. A specialist on parity with a percentage order remains subject
to the limitations in Exchange Rule 104.10 as to transactions for his own account effected on destabilizing
ticks. A specialist on parity with a percentage order shall inform the entering broker at the time the order is
entered, whether or not he intends to buy or sell, as the case may be, along with the order. Specialists must
make every effort to execute percentage orders in amounts which correspond as nearly as possible to the
percentage specified therein.

The elected portion of a percentage order shall be handled as a new limited price order and shall take its
place on the specialist's book as though it were a new order received at the time of the electing transaction.
When a specialist holds more than one percentage order each individual order shall be elected to the extent
of the full amount of the electing transaction; except that percentage orders held by a specialist shall not be
elected by any portion of volume which results from the execution of a previously elected or converted portion
of a percentage order that is on the same side of the market.
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All percentage orders and special instructions related thereto, and any modifications or cancellations thereof
shall be in writing. (See also Rule 13 and “Records of Specialists” at Rule 121.)

Additions underscored

Deletions [bracketed]

Automatic Execution of Limit Orders Against Orders Reflected in NYSE Published Quotation

Rule 1000 Only straight limit orders without tick restrictions are eligible for entry as auto ex orders. Auto ex
orders to buy shall be priced at or above the price of the published NYSE offer. Auto ex orders to sell shall
be priced at or below the price of the NYSE bid. An auto ex order shall receive an immediate, automatic
execution against orders reflected in the Exchange's published quotation and shall be immediately reported
as NYSE transactions, unless:

(i) the NYSE's published quotation is in the non-firm quote mode;

(ii) [the NYSE's published quotation has been gapped for a brief period because of an influx of orders on one
side of the market, and the NYSE's published quotation size is one hundred shares at the bid and/or offer;]
the execution price would be more than five cents away from the last reported transaction price in the subject
security on the Exchange;

(iii) with respect to a single-sided auto ex order, a better price exists in another ITS participating market
center;

(iv) with respect to a single-sided auto ex order, the NYSE's published bid or offer is 100 shares;

(v) a transaction outside the NYSE's published bid or offer pursuant to Rule 127 is in the process of being
completed, in which case the specialist should publish a [100-share] bid and/or offer[;] that is more than five
cents away from the last reported transaction price in the subject security on the Exchange;

(vi) trading in the subject security has been halted.

Auto ex orders that cannot be immediately executed shall be displayed as limit orders in the auction market.
An auto ex order equal to or greater than the size of the NYSE's published bid or offer shall trade against the
entire published bid or offer, and a new bid or offer shall be published pursuant to Rule 60(e). The unfilled
balance of the auto ex order shall be displayed as a limit order in the auction market.

During a one-week pilot program in 2003, NYSE Direct+ shall not be available in the following five stocks:
American Express (AXP), Pfizer (PFE), International Business Machines (IBM), Goldman Sachs (GS), and
Citigroup (C ). The Exchange will announce in advance to its membership the week the pilot will run.

Rule 1001: Execution of Auto Ex Orders

(a) Subject to Rule 1000, auto ex orders shall be executed automatically and immediately reported. The
contra side of the execution shall be orders reflected in the Exchange's published quotation, as follows:

(i) the first contra side bid or offer at a particular price shall be entitled to time priority, but after a trade clears
the Floor, all bids and offers at such price shall be on parity with each other;

(ii) all bids or offers on parity shall receive a split of executions in accordance with Rule 72;

(iii) the specialist shall be responsible for assigning the number of shares to each contra side bidder and
offeror, as appropriate, in accordance with Rule 72, with respect to each automatic execution of an auto ex
order;

(iv) the specialist shall be the contra party to any automatic execution of an auto ex order where interest
reflected in the published quotation against which the auto ex order was executed is no longer available;

(v) a universal contra shall be reported as the contra to each automatic execution of an auto ex order.
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(b) If the depth of the published bid or offer is not sufficient to fill an auto ex order in its entirety, the unfilled
balance of the order shall be routed to the Floor and shall be displayed in the auction market.

[(c) If at any time automatic executions of auto ex orders result in the execution of all trading interest reflected
in the Exchange's published quotation at the bid or offer price, the Exchange shall disseminate a bid or offer
at that price of 100 shares until the specialist re-quotes the market. Auto ex orders shall not be automatically
executed against any 100 share bid or offer, whether a default bid or offer or otherwise, but shall be routed to
the Floor and shall be displayed in the auction market. The specialist shall be the contra party to any auction
market transaction at such default bid or offer price.]

(c)[(d)] No published bid or offer shall be entitled to claim precedence based on size with respect to
executions against auto ex orders.

* * * *

Rule 1005: Orders May Not Be Broken Into Smaller Amounts

An auto ex order for any account in which the same person is directly or indirectly interested may only be
entered at intervals of no less than 30 seconds between entry of each such order in a stock[.] unless the
orders are entered by means of separate order entry terminals, and the member or member organization
responsible for entry of the orders to the Floor has procedures in place to monitor compliance with the
separate terminal requirement.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

*  "Dow Jones Industrial Average" is a service mark of Dow Jones & Co., Inc.
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May 7, 2003

   New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

NYSE

Market Surveillance

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: TIMELY SUBMISSION OF TRADE DATA TO COMPARISON - EXCHANGE RULE 130

The Market Surveillance Division has assumed responsibility for monitoring compliance with the Rule 130
requirements concerning timely submission of trade data to comparison. These requirements, which have
been in effect since April 1995 and remain in effect, require that equity comparison data must be submitted
to the On-Line Comparison System (OCS) within one hour of the time of execution or at one hour intervals
(11:00 a.m. through 6:00 p.m.).

Members and member organizations that fail to submit comparison data to OCS within required timeframes
will be subject to regulatory action.

Questions should be addressed to Rohan Prashad, Director, Market Surveillance, at 656-6772, or Margo
Hassan, Director, Market Surveillance, at 656-2282.

Regina C. Mysliwiec

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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   New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005

NYSE

Member Firm Regulation

ATTENTION: FLOOR MEMBERS, CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, COMPLIANCE
AND LEGAL DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: I. AMENDED RULE 36 (COMMUNICATIONS BETWEEN EXCHANGE AND MEMBERS'
OFFICES) - CELL PHONES, AND REQUIREMENTS FOR CONDUCTING A PUBLIC BUSINESS II.
CLARIFICATION OF RECENT SEC BOOKS AND RECORDS RULES

I. Use of Cell Phones

The Securities and Exchange Commission has approved amendments to NYSE Rule 36 (Communications
Between Exchange and Members' Offices) (see Exhibit A) to permit the use of Exchange authorized and

issued portable telephones on the Floor for off-Floor communications. 1   The amendments permit a Floor
broker to use an Exchange authorized and issued portable telephone on the Floor with the approval of the
Exchange. Thus, a Floor broker would be permitted to engage in direct voice communication from the point of
sale to an off-Floor location, such as a member's or member organization's trading desk or the office of one of
the broker's customers.

The amendments would permit the broker to accept orders consistent with Exchange rules, including the
requirement in Rule 123(e) to first record order details in an electronic system on the Floor (FESC) before
representing or executing the order. The amendments would also permit a broker to provide status and oral
execution reports as to orders previously received, as well as provide "market look" observations as are
routinely transmitted from a broker's booth location today. Only portable telephones authorized and issued by
the Exchange would be permitted on the Exchange Floor.

No other electronic communication devices may be used unless approved by the Exchange.

The use of portable telephones will be initiated as a six-month pilot. The Exchange is currently establishing
procedures that will be used to approve the use of such portable telephones, and will communicate these to
the membership as well as the date for implementation of the portable telephone program in a subsequent
Information Memo.

Public Business Requirements

Floor brokers who intend to utilize Exchange issued cell phones to communicate directly from the Floor with
public customers are reminded of the following regulatory requirements:

• Exchange approval is required prior to conducting business with public customers.

• Any person, including a member associated with a member or member organization, who utilizes any
phone to talk to a public customer in anticipation of accepting orders will be deemed to be conducting a
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public business and must be Series 7 or 7A qualified and registered (General Securities Representative), as
applicable.

• Members conducting business with public customers may have to be Series 63 qualified (Uniform Securities
State Law Examination) and registered in the state where the client resides. Note that state registration
requirements apply based on the residence of the beneficial owner of the account, not the person who enters
the order (e.g. money manager or investment adviser). Since registration requirements differ from state to
state, members or member organizations planning to utilize Exchange issued cell phones to conduct a public
business with clients should contact their attorneys or compliance staff for further information about state
requirements.

II. Books and Records Requirements for Floor Brokers Who Conduct a Public Business

The Securities and Exchange Commission recently amended Rules 17a-3(a)(6) and (a)(7) 2   requiring
broker-dealers to make and keep current additional information on each brokerage order. The amendments
affect orders received directly from customers and require the following additional information on each record
of order:

• The identity of the associated person, if any, responsible for the account and any other person who entered
or accepted the order on behalf of the customer.

• Whether the order was entered subject to discretionary authority.

• Information regarding any modifications to the order.

• The time at which the broker-dealer received the customer order (time of entry and time sent for execution if
both are not simultaneous).

Accordingly, any member or member organization on the Floor of the Exchange who receives an order
directly from a public customer should not rely solely on the electronic logs outlined in NYSE Information
Memo No. 03-07 to comply with the books and records requirements relating to customer orders, unless the
abovementioned additional information items, and the account for which the order is entered, are included
in the electronic logs. The electronic logs are capable of capturing this additional data by the member or
member organization populating the branch or miscellaneous fields at the time of order entry. If the additional
data is not captured on the logs, to be fully compliant, the customer order ticket must be maintained along
with the electronic logs. As a reminder, all members and member organizations are required to make and
retain records of cancellation or modification of any brokerage order.

An order received for execution from another broker-dealer does not have to satisfy the aforementioned
requirements. Only orders received directly from public customers would require these additional elements.

Questions concerning Rule 36 may be addressed to Brian McNamara at (212) 656- 7086 or Donald Siemer at
(212) 656-6940.

Questions concerning order entry may be directed to Gail Romano at (212) 656- 2841.

For further information regarding the requirements for conducting a public customer business, members and
member organizations should refer to NYSE Information Memo No. 01-41, dated November 21, 2001. Any
questions should be directed to your Finance Coordinator at the Exchange.

Regina C. Mysliwiec

Senior Vice President

Salvatore Pallante

Executive Vice President

Attachments

Exhibit A

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

278

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE36/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/01-41/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


Additions underscored

Deletions [bracketed]

Rule 36 Communications Between Exchange and Members' Offices

No member or member organization shall establish or maintain any telephonic or electronic communication
between the Floor and any other location without the approval of the Exchange. The Exchange may to
the extent not inconsistent with the Securities Exchange Act of 1934, as amended, deny, limit or revoke
such approval whenever it determines, in accordance with the procedures set forth in Rule 475, that such
communication is inconsistent with the public interest, the protection of investors or just and equitable
principles of trade.

Supplementary Material:

.10 Installation of telephone lines to Exchange.-The Telephone Company will not recognize any order for
the installation or disconnection of a telephone line between the Floor and any other location, except such
orders as are issued by the Exchange directly to the Telephone Company.

Requests for telephone lines should be sent to Market Operations Division. Members or member
organizations who desire such installations or disconnections should present their requests sufficiently in
advance of the desired effective date to avoid any inconvenience resulting from insufficient notice to the
Telephone Company.

.20 With the approval of the Exchange, a member or member organization other than a specialist or specialist
member organization may maintain a telephone line or use an Exchange authorized and provided portable
telephone which permits a non-member off the Floor to communicate with a member or member organization
on the Floor. In addition, any Floor broker receiving orders from the public over portable phones must be
properly qualified under Exchange rules to conduct such business (See, for e.g., Rules 342 and 345.) The
use of a portable telephone on the Floor other than one authorized and issued by the Exchange is prohibited.

In the case of members or member organizations acting solely in connection with transactions in
"baskets" (as Rule 800 (Basket Trading: Applicability and Definitions) defines that term), the Exchange may
approve the maintenance of such telephone lines at the basket trading location. In all other instances, the
Exchange will approve the maintenance of such telephone lines only at the booth location of a member or
member organization. [The Exchange will not approve the use of a portable telephone on the Floor].

* * * * *

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release No. 47671 (April 11, 2003), SR-NYSE-2002-11.
2  See Securities Exchange Act Release No. 44992 (November 2, 2001) and Information Memo 03-16.
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   New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

NYSE

Market Surveillance

ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ELIMINATION OF EXCEPTION TO RULE 123(E) FOR EXCHANGE-TRADED FUNDS

In connection with the Securities and Exchange Commission's (“Commission”) approval of Exchange
authorized and provided portable phones on the Floor, the Commission has approved the elimination of the
exception to Exchange Rule 123(e) which provided that orders in Exchange-Traded Funds (“ETFs”) must
be entered into the Front End Systemic Capture (FESC) electronic system on the Floor within 90 seconds
of execution. This amendment was originally approved by the Commission on a pilot basis for one year and
extended for an additional year. Amended Rule 123(e) is attached as Exhibit A. The amendment is effective
immediately.

Exchange Rule 123 (Records of Orders) requires that all orders in any security traded on the Exchange
be entered into FESC before they can be represented in the Exchange's auction market. There are certain
exceptions, such as orders to offset an error, or for bona fide arbitrage, that may be entered within 60
seconds after a trade is executed. See Information Memo 01-43 (Nov. 28, 2001) for further information on
these exceptions.

Requiring orders in ETFs to be first entered into FESC before execution or representation on the Floor will
place them on an equal footing with orders in other securities with respect to order entry and recording
procedures.

Amended Rule 123(e) is attached. Questions concerning the subject matter of this Information Memo may be
addressed to Donald Siemer at (212) 656-6940 or Jeff Rosenstrock at (212) 656- 5499.

Regina C. Mysliwiec

Senior Vice President

Attachments

Exhibit A

Additions underlined

Deletions [bracketed]

Rule 123 - Records of Orders

* * *

(e) System Entry Required

Except as provided in paragraphs .21 and .22 below, no Floor member may represent or execute an order
on the Floor of the Exchange unless the details of the order have been first recorded in an electronic system
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on the Floor. Any member organization proprietary system used to record the details of the order must be
capable of transmitting these details to a designated Exchange data base within such time frame as the
Exchange may prescribe. The details of each order required to be recorded shall include the following data
elements, any changes in the terms of the order and cancellations, in such form as the Exchange may from
time to time prescribe:

1. Symbol;

2. Clearing member organization;

3. Order identifier that uniquely identifies the order;

4. Identification of member or member organization recording order details;

5. Number of shares or quantity of security;

6. Side of market;

7. Designation as market, limit, stop, stop limit;

8. Any limit price and/or stop price;

9. Time in force;

10. Designation as held or not held;

11. Any special conditions;

12. System-generated time of recording order details, modification of terms of order or cancellation of order;

13. Such other information as the Exchange may from time to time require.

* * * * *

.20 Orders - For purposes of paragraph (e), an order shall be any written, oral or electronic instruction to
effect a transaction.

.21 Orders not subject to paragraph (e) recording requirements - Any order executed by a specialist,
Competitive Trader or Registered Competitive Market Maker for his or her own account and any orders
which by their terms are incompatible for entry in an Exchange system relied on by a Floor member to record
the details of the order in compliance with this Rule shall be exempt from the order entry requirements of
paragraph (e) above.

.22 With respect to a bona fide arbitrage order, a member may execute such order before entering the order
into an electronic system as required by paragraph (e) above, but such member must enter such order into
such electronic system no later than 60 seconds after the execution of such order. With respect to an order
to offset a transaction made in error, a member may, upon discovering such error within the same trading
session, effect an offsetting transaction without first entering such order into an electronic system, but such
member must enter such order into such electronic system no later than 60 seconds after the execution of
such order.

[ .23 With respect to any order in an Investment Company Unit (including a bona fide arbitrage order or an
order to offset a transaction made in error), a member may execute such order before entering the order into
an electronic system as required by paragraph (e) above, but such member must enter such order into such
electronic system no later than 90 seconds after the execution of such order.]

.2[4] 3 Time standards - Any member organization proprietary system used to record the details of an order
for purposes of this rule must be synchronized to a commonly used time standard and format acceptable to
the Exchange.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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April 23, 2003

   New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005

NYSE

Member Firm Regulation

ATTENTION: MANAGING PARTNER, CHIEF EXECUTIVE OFFICER, BRANCH OFFICE MANAGERS,
COMPLIANCE OFFICER, TRAINING AND HR DIRECTORS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: CONTINUING EDUCATION - REGISTERED PERSONS WHO VOLUNTEER OR ARE CALLED
INTO ACTIVE MILITARY DUTY

On July 15, 2002, the NYSE issued Interpretation Memo No. 02-06 to Rule 345 which provides relief from
certain requirements of Rule 345A (Continuing Education for Registered Persons).

Registered employees who volunteer or are called into active military duty shall receive a deferment from the
Regulatory Element and Firm Element of the Continuing Education Program as prescribed in Exchange Rule
345A. Continuing Education requirements will be reinstated upon the registered person's return from active
military duty.

Member organizations should notify the NASD of their registered employees who volunteer or are called into
active military duty by mailing or faxing to the CRD/Public Disclosure Department of the NASD a letter on
firm letterhead identifying the name and CRD number of the registered person called into active duty, the
name and CRD number of the firm(s) with whom such person is associated, and a copy of the official call-up
notification.

Any questions relating to this memorandum may be directed to Roni Meikle, Continuing Education Manager
at (212) 656-2156 or Pat DeVita, Continuing Education Senior Coordinator at (212) 656-2746.

Salvatore Pallante

Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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April 15, 2003

  
New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 NYSE

Technology

ATTENTION: CHIEF OPERATIONS OFFICER, CHIEF INFORMATION TECHNOLOGY OFFICER, LEGAL
AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS AND SERVICE BUREAUS

SUBJECT: NYSE REQUIRES USE OF MORE RESILIENT SFTI INFRASTRUCTURE FOR EXTERNAL
ACCESS TO ITS SERVICES

THIS MEMORANDUM REQUIRES ACTION BY MEMBERS AND MEMBER ORGANIZATIONS

The impact of 9/11 on member firm connectivity to the NYSE led the Exchange to take significant steps to
improve the resiliency of this connectivity. In Information Memos No. 02-25 dated May 28, 2002 and No.
02-43 dated September 27, 2002, as well as Post Trade Notices PT0092 and PT0095, the Exchange laid
out a strategy of accelerating the migration of member firm connectivity to the more resilient IP Protocol and
plans for the Securities Industry Automation Corporation (SIAC) to build the Secure Financial Transaction
Infrastructure (SFTI) for the industry. SFTI is a high capacity network infrastructure designed to improve
overall resilience to the financial industry through more physical access nodes, greater geographic dispersion
and guaranteed route diversity from those nodes to SIAC data centers.

The SFTI Infrastructure is now in place and member firms have made rapid strides in their migration to
the IP Protocol. Therefore, all new external connectivity to NYSE services, previously provided via
direct connections to the NYSE Common Access Point TM (NYSE CAP TM), will now be available
only through SFTI with the limited exceptions outlined below. All pre-existing connectivity to NYSE
services must be migrated to SFTI by no later than December 31, 2003. Firms are encouraged to
establish SFTI connections as soon as praticable to enhance the resiliency of their connectivity to the NYSE.

SFTI offers a highly reliable infrastructure for firms accessing the trading, clearing and settlement, market
data distribution and other services SIAC provides on behalf of most of the U.S. securities industry's
exchanges and utilities. SFTI has been adopted by the American Stock Exchange, the Consolidated Tape
Association and the Options Price Reporting Authority as the standard facility for access to their services.
SFTI currently offers local connectivity to firms in the Northeast and Midwest with the ability to expand to
other areas of the country. SFTI also extends the NYSE's philosophy of offering choice of access methods
and service providers with a wide range of participating Direct Connect, Extranet and Service Bureau
providers.

The NYSE has adopted SFTI as its facility for all customer connectivity. Therefore, the NYSE is adopting this
new connectivity policy with the following limited exceptions:
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1. Existing Connections. Any customer with one or more existing Direct Connect, Extranet or Service
Bureau lines to the NYSE via CAP may use these existing connections until December 31, 2003, to receive
the services currently being received through that provider. Except as described in Paragraph 2 below, (a)
existing connections will not be modified or enhanced (e.g., additional logical lines will not be added) and (b)
any new services will require a connection through SFTI. Starting January 1, 2004, all connections, new
and old, to the NYSE must be made through SFTI. Direct Connect and Service Bureau customers may retain
their existing lines for some reasonable time period after all existing and any new NYSE services have been
migrated to the SFTI lines for the purposes of fallback only.

2. CMS Access. Any customer eligible for CMS access may, prior to July 31, 2003, request the NYSE to
add new or additional CMS access to their existing physical connections to NYSE CAP. If NYSE grants such
request, that direct NYSE CAP connection may be used for CMS access until December 31, 2003. No new
or additional CMS connections direct to NYSE CAP will be approved after July 31, 2003. All new or additional
CMS connections after that point are required to be made through SFTI.

Contacts:

For general questions about connectivity to NYSE services please send an e-mail to capinfo@nyse.com or
contact Gary Campagne at (212) 656-6761 or Peter Romano at (212) 656-5170. For questions about SFTI
please send an email to SFTI@SIAC.com or call SIAC at (866) USE-SIAC.

Roger Burkhardt

Chief Technology Officer

Attachments

SUBJECT: NEW ACCESS POLICY for the COMMON ACCESS POINT (CAP) NETWORK and SERVICES

The impact of 9-11 on member firm connectivity to the NYSE led the Exchange to take significant steps
to improve the resiliency of this connectivity. In the Information Memo No. 02-25 dated May 28, 2002, the
Exchange laid out a strategy of accelerating the migration of member firm connectivity to the more resilient
IP Protocol and plans for the Securities Industry Automation Corporation (SIAC) to build the Secure Financial
Transaction Infrastructure (SFTI) for the industry. SFTI is a high capacity infrastructure designed to improve
overall resilience through more physical access nodes, greater geographic diversity and guaranteed route
diversity from those nodes to SIAC data centers.

The SFTI Infrastructure is now in place and member firms have made rapid strides in their migration to the IP
Protocol. Therefore, effective immediately, access to NYSE Common Access Point (CAP) and all of the
services provided via NYSE CAP will be available only through SFTI with only limited exceptions as
outlined below. Firms are encouraged to establish SFTI connections immediately to enhance the resiliency
of their data communications connectivity.

SFTI offers a highly reliable infrastructure for firms accessing the trading, clearing and settlement, market
data distribution and other services SIAC provides on behalf of most of the U.S. securities industry's
exchanges and utilities. SFTI is a national solution that all members of the financial community can utilize.
SFTI currently offers local connectivity to firms in the Northeast and Midwest with the ability to expand to
other areas of the country.

The NYSE has adopted SFTI as its facility for all customer connectivity. Therefore, the NYSE is adopting this
new connectivity policy with the following limited exceptions:

1. Existing Connections. Any customer with one or more existing Direct Connect, Extranet or Service
Bureau lines into CAP may use these existing connections until December 31, 2003, to receive the services
currently being received through that provider. Firms are strongly advised to add SFTI connectivity in parallel
to provide additional resilience. Except as described in Paragraph 2 below, (a) existing connections will not be
modified or enhanced (e.g., additional logical lines will not be added) and (b) any new services will require
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a connection through SFTI. Starting January 1, 2004, all connections, new and old, to CAP must be through
SFTI.

2. CMS Access. Any customer eligible for CMS access may, prior to June 30, 2003, request the NYSE to
add new or additional CMS access to existing physical connections. If NYSE grants such request, that CAP
connection may be used for CMS access until December 31, 2003. No new or additional CMS connections
through CAP will be approved after June 30, 2003. All new and additional CMS connections after that point
are required to be made through SFTI.

Contacts:

Questions regarding this notice should be addressed to Gary Campagne at (212) 656-6761 or Peter Romano
at (212) 656-5170.

Questions regarding SFTI should be addressed to SIAC at 1866 USE SIAC or sent to SFTI@SIAC.com

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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April 15, 2003

   New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005

NYSE

Member Firm Regulation

ATTENTION: CHIEF OPERATIONS OFFICER, LEGAL AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: EFFECTIVE DATE FOR “BOOKS AND RECORDS” RULE AMENDMENTS

Members and member organizations are reminded that amendments to Rules 17a-3 and 17a-4 (the “Books
and Records Rules” or the “Rules”) under the Securities and Exchange Act of 1934 (the “Act”) become
effective May 2, 2003.

The Rules specify minimum requirements with respect to the records that broker-dealers must make and how
long specified records must be kept. The following is provided as a summary of the amendments. Members
and member organizations should review the full text of the amendments in the Securities and Exchange

Commission's Release 1   approving the changes (the “Release”). All necessary steps should be taken to
timely comply with these new requirements.

Customer Account Records

Account Information

The Rules generally require the creation of a record relating to each account with a natural person as

customer or owner. 2   A good faith effort must be made to obtain specified information including each
account's investment objective as well as customer identification information such as: name, tax ID, address,
telephone number, date of birth, employment status (including occupation and whether the customer is
an associated person of a member or broker-dealer), annual income, and net worth (excluding value of
primary residence). Such information must be obtained for new accounts (those opened on or after May 2,
2003) when the account is opened. For existing accounts (those opened before May 2, 2003) the required
information must be obtained within 36 months of May 2, 2003.

Delivery of Account Information to Customers

The following is also required:

• Customers must be sent a copy of the account record or an alternate document containing the required
information either within 30 days of opening an account or with the next scheduled statement mailed to
the customer after the opening of the account. Customers must also periodically receive updates of such
account record information at intervals of not greater than 36 months. The information should include or
be accompanied by an explanation of any terms regarding investment objectives as well as a prominent
statement instructing the customer to notify the member or member organization of any necessary changes
or corrections.
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• Customers, and any associated persons responsible for an account, must receive notice of a change in the
account's investment objectives within 30 days or with the next scheduled statement mailed to the customer.

• Notice of any change in an account's name or address must be sent to the customer's old address, and to
any associated person responsible for the account, within 30 days.

Associated Persons

Records Pertaining to Associated Persons 3 

The Rules 4   require maintenance of:

• A record listing every associated person and every office from which each associated person regularly
conducts business.

• Detailed records relating to each written complaint against an associated person and notice to customers of
the address and telephone number of the department to which such complaints may be directed.

• Detailed records of each associated person's compensation arrangement including each purchase and sale
of a security attributable, for compensation purposes, to that associated person.

Offices and Office Records

Definition of “Office”

The term “office” is defined as any location where one or more associated persons regularly conduct a

securities business. 5 

Office Records

Members and member organizations are required to make and keep current, as to each office, the following

books and records 6  :

• Blotters

• Brokerage Orders

• Orders for the Broker-Dealer's Account

• Records Relating to Associated Persons

• Customer Account Records

• Records of Customer Complaints

• Associated Persons' Compensation Records

• Advertisements, Sales Literature, or other Communications with the Public

• Identity of Principals Responsible for Establishing Policies and Procedures

In addition, a current record must be maintained, by name or title, of each person at an office who, without
delay, can explain the types of records the member or member organization maintains at that office and the
information contained in those records.

Availability of Office Records

Required records as to each office must be maintained either at the office to which they relate or otherwise
be promptly made available to a regulator. The Commission has indicated in its Release that requests for
records that are readily available at the office (either on-site or electronically) should be filled on the day it is
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made. If a request is unusually large or complex, then the member or member organization should discuss
with the regulator a mutually agreeable time-frame for production.

If an office is a private residence where only one associated person (or multiple associated persons who
reside at that location and are members of the same immediate family) regularly conducts business, and it is
not held out to the public as an office nor are funds or securities of any customer handled there, records need
not be maintained at that office. However, records must be maintained at another location, within the same

State, as the member or member organization may select. 7 

Memoranda of Orders

The Rules require that a memorandum either for a brokerage order 8   or for a principal transaction 9   with a
public customer shall contain:

• The identity of the associated person, if any, responsible for the account and any other person who entered
or accepted the order on behalf of the customer.

• Whether it was entered subject to discretionary authority.

• Information regarding any modifications to the order.

• Time of receipt.

A brokerage order ticket must include its “time of entry,” i.e., the time at which the member or member
organization transmits the order or instruction for execution.

An assigned ID number or computer terminal code may be used to comply with the requirement to record the
identity of the person entering an order; however, upon request, the actual identity of the person who entered
the order must be provided.

If a purchase or sale is effected on a subscription basis (e.g., mutual funds or variable annuities) no
memorandum is required; however, a copy of the subscription agreement must be maintained.

General Record Retention Requirements

Communications

Retention of communications that are subject to SRO rules regarding “communications with the public” 10

   (such as advertising) is required. 11   It is noted in the Commission's Release that a written advertisement
that is never released to the public would not be covered by this rule; however, a sales script that is used by
an associated person when communicating with the public would be covered even if the script itself is not
delivered to the public.

Special Reports

Each report that a securities regulatory authority has requested or required pursuant to an order of
settlement, and each securities regulatory authority examination report must be maintained in an easily

accessible place for three years after the date of the report. 12 

Manuals

Each compliance, supervisory, and procedures manual, including all revisions thereto, describing the policies,
practices, and supervisory procedures of a member or member organization must be maintained in an easily

accessible place for three years after termination of its use. 13 

Exception Reports
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All reports produced to review for unusual activity in customer accounts shall be maintained in an easily
accessible place for eighteen months after the report was generated. In lieu of maintaining report hard copies,
a member or member organization may promptly reproduce a requested report in a comprehensible format
using historical data. If the requested report cannot be adequately reproduced using historical data, the
member or member organization shall promptly produce a record of the parameters used to generate the

report at the time specified, including a record of the frequency with which the report was generated. 14 

Updating Agreements Pursuant to Rule 382 (“Carrying Agreements”)

NYSE Rule 382(b)(3) permits parties to a carrying agreement to allocate, between or among themselves,
responsibility for the “maintenance of books and records” of introducing organizations. To the extent the
amendments described in this memorandum affect the existing allocation of functions as set forth in the
carrying agreement, necessary amendments are to be promptly made to render the agreement accurate and
complete.

This summary of amendments to the Books and Records Rules is provided as a general compliance guide.
However, members and member organizations are reminded of the necessity to review the Rules in their
entirety in order to be fully compliant with them.

NYSE examination staff will be conducting reviews for compliance with amended SEA Rules 17a-3 and
17a-4.

Questions regarding this Memo may be directed to Stephen A. Kasprzak at (212) 656-5226.

Salvatore Pallante

Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See SEA Release No. 44992 at 66 FR 55,818 (Nov. 2, 2001). Also see corrective Release No.
34-44992A; File No S7-26-98 dated 3/26/03.

2  See 17a-3(a)(17).
3  See 17a-3(h)(4).
4  See 17a-3(a)(12), (18), and (19) respectively.
5  See 17a-3(h)(1).
6  See 17a-3(g).
7  See 17a-4(j).
8  See 17a-3(a)(6).
9  See 17a-3(a)(7).

10  See NYSE Rule 472 ("Communications with the Public").
11  See 17a-4(b)(4).
12  See 17a-4(e)(6).
13  See 17a-4(e)(7).
14  See 17a-4(e)(8).
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April 7, 2003

  
New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005
 NYSE

Member Firm Regulation

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER AND CHIEF FINANCIAL OFFICER/
PARTNER AND REGULATORY REPORTING DEPT.

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: CORRECTION TO INFORMATION MEMO NUMBER 03-8 REGARDING SEC SECTION 31
TRANSACTION FEES

On March 14, 2003, the Exchange issued Information Memo Number 03-8 pertaining to the midyear rate
adjustment to SEC Section 31 transaction fees. The section titled “Dates for Filing Form 120-A and Fee
Remittance” includes a sentence that reads:

“The first form for April should cover all trade dates from Wednesday March 26, 2003 through Monday March
31, 2003.”

The sentence should read:

“The first form for April [due April 10, 2003] should cover all trade dates from Thursday March 27, 2003
through Monday March 31, 2003.”

Please contact your Finance Coordinator with any questions you may have.

Salvatore Pallante

Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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April 1, 2003

  
New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 NYSE

Market Surveillance

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW RULE 80A COLLARS AND RULE 80B CIRCUIT BREAKER LEVELS FOR SECOND
QUARTER 2003

EFFECTIVE APRIL 1, 2003 through JUNE 30, 2003

• Rule 80A restrictions on index arbitrage trading in component stocks of the S&P 500 Stock Price Index sm *  

will be imposed when the Dow Jones Industrial Average sm **   (“DJIA”) is above or below its closing value on
the previous trading day by:

150 points or more

• Rule 80A restrictions will be removed when the DJIA is above or below its closing value on the previous
trading day by:

70 points or less

• Index arbitrage order entry restrictions will be re-imposed each time the DJIA advances or declines 150
points from the prior day's close.

• Rule 80B trading halts will be triggered when the DJIA declines below its closing value on the previous
trading day by:

800 points (Level 1)

1600 points (Level 2)

2400 points (Level 3)

Rule 80A

Whenever Rule 80A collars are in effect due to a decline in the DJIA, all index arbitrage orders to sell any
component stock of the S & P 500 Stock Price Index must be marked “sell plus”; and whenever the collars
are in effect due to an advance in the DJIA, all index arbitrage orders to buy must be marked “buy minus”.

Rule 80B

Whenever a Rule 80B circuit breaker is in effect, trading in all stocks on the Exchange will halt for the time
periods specified below.

Level 1 Halt

a) before 2:00 p.m. û one hour;

b) at 2:00 p.m. or later but before 2:30 p.m. û 30 minutes;
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c) at 2:30 p.m. or later û trading shall continue, unless there is a Level 2 Halt.

Level 2 Halt

a) before 1:00 p.m. û two hours;

b) at 1:00 p.m. or later but before 2:00 p.m. û one hour;

c) at 2:00 p.m. or later û trading shall halt and not resume for the remainder of the day.

Level 3 Halt

at any time û trading shall halt and not resume for the remainder of the day.

A complete discussion of the calculation of trigger values for Rule 80A and Rule 80B was published in
Information Memo No. 99-8, dated February 12, 1999 and Information Memo No. 98-15, dated April 13, 1998,
respectively.

Questions concerning these matters may be addressed to Brian McNamara at (212) 656-7086 or Donald
Siemer at (212) 656-6940.

Regina C. Mysliwiec

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

*  "Standard & Poor's 500 Stock Price Index" is a service mark of Standard & Poor's Corporation.
**  "Dow Jones Industrial Average" is a service mark of Dow Jones & Company, Inc.
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March 25, 2003

  
New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005
 NYSE

Member Firm Regulation

ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, CHIEF COMPLIANCE OFFICER

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: APRIL 1ST REPORTING REQUIREMENT - RULES 351 & 472

This is a follow-up to Information Memo No. 02-24, dated May 20, 2002, in which the New York Stock
Exchange, Inc. (“NYSE” or the “Exchange”) announced that the Securities and Exchange Commission (“SEC”
or the “Commission”) had approved amendments to Exchange Rule 472 (“Communications with the Public”)

and Rule 351 (“Reporting Requirements”). 1   The amendments to Rules 472 and 351 were designed to
address potential conflicts of interest by research analysts and broker-dealers and to require disclosure of
such conflicts in research reports and public appearances.

Rule 351(f) (see Exhibit A) requires members and member organizations that prepare, issue or distribute

communications 2   to the public 3   (including but not limited to research reports, media presentations and

interviews) to submit to the Exchange, annually, a letter of attestation signed by a senior officer or partner, 4

   that the member or member organization has established and implemented written procedures reasonably
designed to comply with the provisions of Rule 472. This attestation is required to be submitted to the
Exchange by April 1 of each year in a manner prescribed by the Exchange.

For 2003, members and member organizations will be required to maintain a copy of the letter of attestation
dated on or before April 1, 2003, as part of their books and records and make the letter available to the
Exchange upon request. In addition, all members and member organizations are required to file a notice

(see attached questionnaire) with the Exchange, via the Exchange's Electronic Filing Platform (“EFP”) 5  
that the letter signed by a senior officer or partner has been prepared and is being maintained as part of a
firm's books and records. However, if a member or member organization does not prepare, issue or distribute
communications to the public, it should indicate such on the questionnaire and return it to the Exchange (See
question 1 of attached questionnaire). The EFP notification must be filed between March 26, 2003 and April
11, 2003 by each firm's Survey Central contact previously identified to the Exchange.

Failure to comply with Rule 351(f) could result in a member or member organization receiving a summary fine
pursuant to Rule 476A.

Any questions relating to this memorandum should be addressed to your Finance Coordinator. For technical
assistance regarding EFP, please contact the SIAC Service Center at 212-383-2062.

Salvatore Pallante

Executive Vice President
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Attachments

EXHIBIT A

Reporting Requirements

Rule 351

(f) Each member and member organization that prepares, issues or distributes communications to the public,
(including but not limited to, research reports, media presentations and interviews), is required to submit to
the Exchange annually, a letter of attestation signed by a senior officer or partner that the member or member
organization has established and implemented procedures reasonably designed to comply with the provisions
of Rule 472.

* * * *

.11 For purposes of Rule 351(f), the attestation must be submitted by April 1 of each year.

.12 The term “research report” is defined in Rule 472.10.

Questionnaire û Rule 351(f)
Date of Filing: ___________________
Name of Member or Member Organization:
1. Does the member or member organization prepare, issue or distribute communications
(as defined in NYSE Rule 472) with the public [“public” does not include brokers or dealers in
securities]?
Yes ________ No ________
2. If yes, does the member or member organization have, as part of its books and records, a
signed letter addressed to the Exchange that states that the member or member organization has
established and implemented procedures reasonably designed to comply with the provisions of
Rule 472?
Yes ________ No ________
3. Is the letter of attestation signed by a “senior officer” of the member or member organization as
that term is defined in Rule 351(e)?
Yes ________ No ________
4. Comments:
5a. Please provide a Contact Name, Title and Phone Number for inquiries regarding this
questionnaire.
5b. ________________________

Contact's Title
5c. ________________________

Contact's Phone Number
________________________

6. Date Submitted

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release No. 45908 (May 10, 2002).
2  See Rule 472.10 for the definition of "commnication."
3  The term "public" for purposes of Rule 351(f) excludes broker-dealers.
4  See Rule 351(e) for the definition of senior officer or partner.
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5  EFP is an extranet built by the NYSE to support authenticated, encrypted two-way communications
between the NYSE and its membership. It is currently being used for such applications as branch office
approvals, short interest reports, and fingerprints.
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New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005
 NYSE

Member Firm Regulation

ATTENTION: COMPLIANCE, LEGAL, AND REGISTRATION DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: FINGERPRINT PROCESSING AND FBI IDENTIFICATION RECORDS

The Securities and Exchange Act of 1934, as amended, requires certain persons associated with broker-
dealers to be fingerprinted. Pursuant to a plan approved by the Securities and Exchange Commission, the
Exchange forwards fingerprints received by it from members and member organizations to the Federal
Bureau of Investigation (the “FBI”) for processing.

Pursuant to requirements under 28 C.F.R. +50.12(b), members and member organizations are reminded that
all persons whose fingerprints are to be submitted for processing should be notified that their fingerprints will
be checked against the FBI criminal history records. This notification should be made prior to the taking of
fingerprints. Moreover, neither registration nor employment should be denied based on the results of the FBI's
fingerprint check until the individual involved specifically has been afforded a reasonable time to correct or
complete the information contained in the FBI identification record, or has declined to do so.

As the result of a recently installed click-on agreement, WebCRD users with access to FBI-maintained
criminal history record information are required to affirm that they will use only current information to deny
employment or registration. Members and member organizations, as the recipients of fingerprint results,
similarly would be advised to act only upon such current information.

Any questions relating to this memorandum should be addressed to

Peggy Germino at 212-656-8450.

Salvatore Pallante

Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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March 25, 2003

  
New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005
 NYSE

Member Firm Regulation

ATTENTION: CHIEF OPERATIONS OFFICER,CHIEF ADMINISTRATIVE OFFICER, REGISTRATION,
LEGAL AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO PROXY RULES

On March 6, 2003, the Securities and Exchange Commission (the “Commission”) approved rule amendments
1   proposed by the Exchange that allow customers greater freedom in delegating proxy-related activities to
designated registered investment advisers. The rule amendments became effective upon approval by the
Commission.

Specifically, Rules 450 (“Restrictions on Giving of Proxies”), 451 (“Transmission of Proxy Material”), 452
(“Giving Proxies by Member Organizations”), and 465 (“Transmission of Interim Reports and Other Material”)
have been amended to enable customers, via written instructions, to authorize member organizations to
forward proxies and related materials to state-registered investment advisers who exercise investment
discretion pursuant to an advisory contract.

Prior to the amendments, these rules allowed only investment advisers registered under Investment Advisers
Act of 1940 (the “Advisers Act”) to receive and vote proxy materials on behalf of the beneficial owner.

Because of federal law 2   that became effective July 1997, a large number of investment advisers who were
previously required to be registered under the Advisers Act are now prohibited from being so registered.
As a result, such investment advisers (generally, those with less than $25 million under management) who
exercise investment discretion pursuant to an advisory contract, and have been designated to the member
organization in writing by the beneficial owner to receive and vote proxy materials, were no longer permitted
to do so under NYSE Rules.

The amendments to Rules 450, 451, 452, and 465 address the reasonable customer expectation that duly
designated advisers, subject to regulation, be permitted to receive and vote proxy materials on their behalf.

The text of the amendments is set forth in Exhibit A.

Questions regarding this Memo may be directed to Stephen A. Kasprzak at (212) 656-5226.

Salvatore Pallante

Executive Vice President

Attachments

Exhibit A
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Deletions are [bracketed]

Additions are underscored

Restriction on Giving of Proxies

Rule 450. No member organization shall give or authorize the giving of a proxy to vote stock registered in its
name, or in the name of its nominee, except as required or permitted under the provisions of Rule 452, unless
such member organization is the beneficial owner of such stock. Notwithstanding the foregoing,

(1) any member organization, designated by a named fiduciary as the investment manager of stock held as
assets of an ERISA Plan that expressly grants discretion to the investment manager to manage, acquire,
or dispose of any plan asset and which has not expressly reserved the proxy voting right for the named
fiduciary, may vote the proxies in accordance with its ERISA Plan fiduciary responsibilities; and

(2) any person registered as an investment adviser , either under the Investment Advisers Act of 1940 or

under the laws of a state, 1   who exercises investment discretion pursuant to an advisory contract for the
beneficial owner and has been designated in writing by the beneficial owner to vote the proxies for stock
which is in the possession or control of the member organization, may vote such proxies.

Transmission of Proxy Material

Rule 451. (a) Whenever a person soliciting proxies shall furnish a member organization:

1) [C] copies of all soliciting material which such person is sending to registered holders, and

2) satisfactory assurance that [he] the person will reimburse such member organization for all out-of-pocket
expenses, including reasonable clerical expenses, incurred by such member organization in connection with
such solicitation, such member organization shall transmit to each beneficial owner of stock which is in its
possession or control or to an investment advisor, registered either under the Investment Advisers Act of
1940 or under the laws of a state, who exercises discretion pursuant to an advisory contract for the beneficial
owner and has been designated in writing by the beneficial owner of such stock (hereinafter “designated
investment adviser”) to receive soliciting material in lieu of the beneficial owner, the furnished material; and

* * *

Giving Proxies by Member Organizations

Rule 452. A member organization shall give or authorize the giving of a proxy for stock registered in its name,
or in the name of its nominee, at the direction of the beneficial owner. If the stock is not in the control or
possession of the member organization, satisfactory proof of the beneficial ownership as of the record date
may be required.

Voting member organization holdings as executor, etc.

A member organization may give or authorize the giving of a proxy to vote any stock registered in its name,
or in the name of its nominee, if such member organization holds such stock as executor, administrator,
guardian, trustee, or in a similar representative or fiduciary capacity with authority to vote.

Voting procedure without instructions

A member organization which has transmitted proxy soliciting material to the beneficial owner of stock or to
an investment adviser , registered either under the Investment Advisers Act of 1940 or under the laws of a
state, who exercises investment discretion pursuant to an advisory contract for the beneficial owner and has
been designated in writing by the beneficial owner of such stock (hereinafter “designated investment adviser”)
to receive soliciting material in lieu of the beneficial owner and solicited voting instructions in accordance with
the provisions of Rule 451, and which has not received instructions from the beneficial owner or from the
beneficial owner's designated investment adviser by the date specified in the statement accompanying such
material, may give or authorize the giving of a proxy to voted such stock, provided the person in the member
organization giving or authorizing the giving of the proxy has no knowledge of any contest as to the action
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to be taken at the meeting and provided such action is adequately disclosed to stockholders and does not
include authorization for a merger, consolidation or any other matter which may affect substantially the rights
or privileges of such stock.

* * *

Transmission of Interim Reports and Other Material

Rule 465. A member organization, when so requested by a company, and upon being furnished with:

(1) copies of interim reports of earnings or other material being sent to stockholders, and

(2) satisfactory assurance that it will be reimbursed by such company for all out-of-pocket expenses, including
reasonable clerical expenses, shall transmit such reports or material to each beneficial owner of stock of such
company held by such member organization and registered in a name other than the name of the beneficial
owner unless the beneficial owner has instructed the member organization in writing to transmit such reports
or material to a designated investment adviser , registered either under the Investment Advisers Act of 1940
or under the laws of a state, who exercises investment discretion pursuant to an advisory contract for such
beneficial owner.

* * *

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Release No. 34-47458; File No. SR-NYSE-2002-50 at 68 FR 12131 (March 13, 2003).
2  The rule amendments, specifically new section 203A adopted under the Advisers Act, implemented

provisions set forth under Title III of the National Markets Improvement Act of 1996 [see 62 FR 28112
(May 22, 1997); Release No. IA-1633, File No. S7-31-96]. Title III is also known as The Investment
Advisers Supervision Coordination Act.

1  The term "state" as used herein shall have the meaning given to such term in Section 202(a)(19) of the
Investment Advisers Act of 1940, and as such term may be amended from time to time therein.
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New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 NYSE

Market Surveillance

TO: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, CHIEF OPERATING OFFICER, OPERATIONS
PARTNER AND LEGAL AND COMPLIANCE DEPARTMENTS

SUBJECT: ELECTRONIC FILING PLATFORM FOR DAILY PROGRAM TRADE REPORTING AND THE
EXECUTION OF CROSSING SESSION II TRADES - RULES 476(A)11, 476A, AND 80A

(NOTE: THIS INFORMATION MEMORANDUM REPLACES PRIOR INFORMATION MEMORANDA #S
88-11, 88-26, 90-1, 90-25, AND 92-23).

The New York Stock Exchange (NYSE) is upgrading the PC based Daily Program Trade Reporting (DPTR)
application for the submission of Program Trading Information, effective June 2, 2003. This upgrade includes
the replacement of the PC based DPTR application with the Internet based NYSE Electronic Filing Platform
(EFP). Using this system, member organization personnel will be able to submit their own DPTR data, view
the status of their respective submitted data, and correct their respective previously submitted data.

It is essential that all member organizations that currently submit DPTR data, especially those using a
DOS-based PC application, provide the Division of Regulatory and Corporate Systems (John Curtin -
212-656-2589) with the name, current telephone number and e-mail address of the Reporting Manager.
Upon receipt of this information the Exchange will contact the member organization with further instructions.
Each member organization will then be requested to test the EFP application prior to the activation of the new
application. This step is necessary to identify and address any problems that may arise from using the new
application. Effective June 2, 2003, the EFP application will be activated.

Who Must Report?

Member organizations that engage in program trading activity, whether agency, proprietary, or both, are
required to submit a report on a daily basis no later than the close of business on the second business
day (T+2) following the reportable activity, pursuant to Exchange Rule 476(a)(11). Program trading, as
defined in Exchange Rule 80A, is the execution of any strategy involving the related purchase or sale of a
group of 15 or more stocks having a total market value of $1 million or more, or any index arbitrage or other
strategy subject to Rule 80A, regardless of dollar value or number of stocks. Program trading includes the
purchase or sale of stocks that are part of a coordinated trading strategy, whether or not the purchase or sale
is entered or executed contemporaneously, or part of a trading strategy involving options or futures contracts
on an index stock group, or options on any such futures contracts, or otherwise relating to a stock market
index.

Any strategy that entails the use of an algorithm or filter that selects stocks for purchase or sale based on
a set of predetermined variables is considered a “coordinated strategy” for the purpose of program trade
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reporting. Trading strategies do not have to be computer driven to be considered program trading, if
other characteristics of a program are present.

Days of No Activity

For those days in which no program trading activity was executed, a report stating such is required unless
a written exemption has been requested and granted by the appropriate personnel in the Division of Market
Surveillance, as identified below.

Member organizations that have previously been exempted from any filing requirement are still considered
exempt, provided that they have not commenced any program trading activities.

Scope of Reporting Responsibility

Each member organization is responsible for accurate and timely reporting of program trading activity
for its own proprietary account(s) and for the accounts of its customers regardless of any clearing, order
execution, or reporting arrangements with another member organization. To avoid duplicate reporting,
member organizations must exclude the proprietary or agency program trading activity of another member
organization in their daily reports (unless a prior reporting arrangement has been agreed to and the
appropriate personnel in the Division of Market Surveillance, as identified below, have been notified).

Member organizations are ultimately responsible to insure that ALL required fields on the program trading
report are accurate and submitted to the Exchange within the prescribed time frames, regardless of any
submission arrangements they may have in place with other vendors or other member organizations.

Failure to provide accurate and timely DPTR data, including Crossing Session II data (see below), may
subject member organizations to regulatory actions, including summary fines under Exchange Rule 476A, or
formal disciplinary proceedings.

New Reporting Methods

Member organizations will have four options for submitting their data.

• The first option is to log into the NYSE EFP Internet site and manually enter data via a series of Web pages
and forms. This option is available for the following reports:

DPTR

Crossing Session II Execution Requests

Crossing Session II Details

• The second option is to log into the NYSE EFP Internet site and upload a DPTR data file through a special
upload page (this is the option most similar to the current system). This option is available for the following
reports:

DPTR

Crossing Session II Execution Requests

Crossing Session II Details

• The third option is to send the data via the new EFP Secure FTP Service. This allows for unattended
(without manual intervention) transfer of data to the NYSE via the Internet. For those member organizations
that choose this option, there is the added benefit of an optional feedback file that will be available for firms to
retrieve detailed status information as quickly as one half hour after their data is submitted, depending on the
size of the filing. This option is available for the following reports:

DPTR

Crossing Session II Details

• Finally, the NYSE will continue to allow member organizations to file their data through direct CPU-to-CPU
transmission via SIAC. For those firms filing through this method, their filings will continue to be processed
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overnight. Firms who file through SIAC may only file their DPTR reports using this method. All other reports,
i.e., Crossing Session II Execution Requests, Crossing Session II Details, must go through the EFP system.

Crossing Session II

The new application will also allow member organizations to submit their Crossing Session II transactions for
execution directly to the Exchange via the EFP platform. Effective June 2, 2003 all requests for Crossing
Session II Executions (currently submitted via a fax to the NYSE) must be made online. Acceptance
or rejection of the Execution Request will be immediate,eliminating the need for return faxes. The EFP
application will generate an Execution ID that will serve as confirmation that the request has been accepted.

Member organizations will also be allowed to upload or enter manually their Crossing Session II DPTR and
Detail Report (break down of symbols and corresponding number of shares for each Crossing Session II
basket). The Crossing Session II DPTR and Detail Report must be submitted to the Exchange by T+2.

Specifications of the System

The NYSE has published a set of new specifications detailing all of the procedures for filing DPTR
and Crossing Session II data to the NYSE. The names of these specifications are “DPTR File Layout
Specification”, “DPTR Data Format and Quality Specification”, and “DPTR EFP Crossing Session II
Specification” and will be sent to every member organization that requests them. This information will also be
available through the on-line application. Highlights of the new specifications are as follows:

1) The format of the DPTR upload file has not been modified from the previous system.

2) The new application systematically rejects any and all data that does not meet the published requirements
of the NYSE. Firms may then log into the EFP system to view and edit their respective submissions.

3) All editing of data must be done via the Web based EFP system. Editing commands will no longer
be allowed inside uploaded files or files transmitted directly to SIAC via CPU-CPU transfer. If a member
organization wishes to change any data that has been submitted to the Exchange, they must log into the EFP
system via the Internet where they will have access to all the editing tools necessary to modify their DPTR
data.

4) As many new validations for data quality and compatibility have been built into this new application, until
the system is fully tested and firm personnel are trained, member organizations may initially experience a
high reject rate as many fields that were not being systematically checked in the prior reporting system are
now being validated. It is the responsibility of the member organization to test the application prior to the
effective date.

Expanded DPTR Reporting Definitions

The following is a summary of additional, new DPTR codes. All current DPTR codes are detailed in the on-
line User's Manual.

Program Strategy

• Creation of ETF Unit- Code: CE

The purchase of a basket of stocks in order to create a unit, i.e. “Creation Unit” of an Exchange Traded Fund.

• Liquidation of ETF Redemption- Code: RE

The liquidation of a basket of stocks to unwind a “Creation Unit” of an Exchange Traded Fund.

• Option Expiration- Code: OE

The adjustment of a global hedge due to an index option expiration.

• Options Volatility-Code: OV

The purchase or sale of equity options against stock index options with a subsequent hedge of the position
against baskets.
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• Pairs Stock Trading- Code: PA

A stock execution program that executes numerous purchases or sales in pre-established stock pairs.

• Positioning for an After Hours Blind Bid-Code: BB

Positioning by Firm to facilitate a blind bid after the close.

• Positioning for Facilitation û Code: PF

Proprietary positioning for a customer facilitation trade.

• Proprietary Strategy Defined- Code: PS

Unique proprietary trading strategy that has been previously identified to the appropriate personnel in the
Division of Market Surveillance, as identified below, and is defined in the comment field of the report.

• Quantitative Arbitrage û Code: QA

Trading executed through a preprogrammed algorithm or filter that selects stocks for purchase or sale based
on a set of pre-established variables. This strategy may involve the use of derivative hedges.

• Short Term Momentum Buy- Code: MB

Day trading in an attempt to profit from short-term momentum swings in the market.

• Short Term Momentum Sell- Code: MS

Day trading in an attempt to avoid a loss from short-term momentum swings in the market.

• Volume Weighted Average Price (“VWAP”)- Code: VW

Proprietary positioning for a customer facilitation trade at the VWAP price.

This software application is easily updated, so if any member organization believes that the addition of
another strategy is appropriate, they should contact the appropriate personnel in the Division of Market
Surveillance, as described below, to discuss the perceived need for the new code, and the possible addition
of this code.

Member organizations should not assume that if an internal firm characterization of a computer-driven trading
strategy does not fit squarely within the above descriptions, that the strategy is non-reportable. The member
organization should contact the appropriate personnel in the Division of Market Surveillance, as described
below, to determine whether a strategy is non-reportable.

• Equity Order Type

New order types have been added.

• CS2 = Crossing Session II

• MOO = Market on Open

• Exchange Code

Several exchange codes have been added.

• X = Electronic Communication Networks (ECN)

• V = Cayman Island and/or Bermuda

• Index

Additional codes have been added for newly listed indexes. (List available in on-line directory.)

• Derivative Product Type

Several product types have been added.

• E = Exchange Traded Funds
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• M = Mini Futures

• S = Structured products

• Method of Entry

A new method of entry has been added for CS2 transactions.

• C = Crossing Session II executions

• Comments

The comments field has space for 30 characters to note any errors or special situations.

Program Trading Strategies Subject to Rule 80A Trading Restrictions

Orders to purchase or sell a basket of stocks in conjunction with the purchase or sale, or intended purchase
or sale, of Standard and Poor's 500 (SPX) derivative option, future or option on future index products (or any
SPX subset thereof), involving a trading strategy in which pricing is based on discrepancies between the
basket and the derivative index product (i.e. “basis trade”), are considered forms of index arbitrage for the
purposes of Rule 80A. The transactions need not be executed simultaneously nor must they have perfect
tracking to an index to be considered index arbitrage.

Any strategy that attempts to capture a mispricing between the cash and derivative market will be considered
to be a form of index arbitrage/basis trading for the purposes of Rule 80A.

Other Reporting Issues

• If Rule 80A is in effect at the close on an expiration Friday, reported proprietary programs executed
versus expiring derivatives should include: the option's strike price and quantity at each strike price; and, if
futures positions are held at another firm, the name of that firm. This information should also be provided
for customer programs, if known. Submission of this data may obviate the need for subsequent requests for
this information. (This information should also be provided for expiring “flexible” options.) (Note: Please see
previously issued Information Memoranda regarding other regulatory requirements of Rule 80A).

• If an incorrect account type was entered electronically into an Exchange execution system, member
organizations should report the correct account type on the DPTR and note the error in the comments field.

• Account and taxpayer identification numbers must be provided for each program reported to assist our
automated surveillance for intramarket and intermarket trading abuses.

- Reports for programs initiated by a customer for that customer's account at the reporting member
organization should include that customer's tax identification and account numbers.

- For programs initiated by a customer for accounts over which such customer exercises investment
discretion (e.g., investment advisor or fund manager), the report must contain the account and tax
identification numbers pertaining to the person who initiated the order, and must identify that the programs
were entered for sub-accounts.

- If a program is initiated by a non-customer for customer accounts at the member organization, the report
must contain the tax identification number of the non-customer exercising investment discretion and must
identify that the programs were entered for customer accounts.

- Account and tax identification numbers for the sub-accounts are not required on a routine basis.

Although name and address fields appear in the data entry software provided by the Exchange, they are not
required as part of the routine submission of information at this time. These fields have been provided so
that this information can be submitted electronically at the request of appropriate personnel in the Division of
Market Surveillance, as identified below, on a case-by-case basis.

• Multiple Entry of Programs

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

305

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


If a program is entered in several pieces or “waves”, the order entry time required to be reported on the
DPTR is the entry time of each wave, along with the number of shares executed and all other relevant data
regarding that wave. On the DPTR, these programs must be identified by use of the multiple record number
that will indicate that the separate waves were, in fact, related. Multiple records are to be used only if the
waves are related.

If a program or a portion thereof is cancelled and re-entered for execution, each executed portion of the
program must be identified as a multiple record on the DPTR by order entry time, order type and all other
relevant data. The DPTR software has been modified to permit different order types (e.g., limit, market) for
programs involving the cancellation and re-entry of orders with different order types.

Multiple record entry must also be used when reporting programs executed in more than one marketplace
(“Exchange Code”). The reported Exchange Code identifies where the shares were executed, not where
they are listed. For example, AMEX and OTC shares are to be included in all reported programs where
appropriate (e.g., an S&P 500 basket), but each reported separately by Exchange Code through use of the
multiple record facility. This includes trades executed in Crossing Session II that involve NYSE shares and
non-NYSE shares executed elsewhere.

Additionally, multiple record entry must be used to indicate related buys and sells that constitute a program.
For example, a portfolio realignment involving the sale of eight stocks valued at $550,000 and the purchase of
seven stocks valued at $450,000 would be a single reportable program. The buy and sell would be reported
separately using the multiple record facility.

• Reporting of Program Trading Activity Executed Abroad

Member organizations are required to report all programs executed abroad if the program is comprised
primarily of domestically listed securities. Member organizations are NOT required to report programs
executed abroad that primarily consist of foreign listed securities. Although these types of programs do not
need to be reported routinely, member organizations are required to provide this program trading information
on an “as needed” basis.

• Reporting of Momentum Trading/Statistical or Quantitative Arbitrage, and Other Trading Strategies

Statistical/Quantitative Arbitrage, momentum trading and other of the program strategies currently being used
involve the entry of a string of orders rather than the entry of one large order. To simplify reporting of this
type of trading, it is permissible to aggregate waves and report the buy and sell portion in 15-minute intervals.
Each of the separate intervals comprising one program must be linked with multiple record numbers. Any
hedges may be entered with the nearest interval trade that caused the hedge to be executed.

If any member organization has any questions as to whether certain strategies are deemed to be programs,
or how to report such strategies, they should contact the appropriate personnel in the Division of Market
Surveillance, as identified below, for guidance.

• Reporting of Facilitated Trades

The customer side of any program that is facilitated, in whole or in part, by a member organization, is to be
reported as having been executed on an agency basis with all relevant data, including the appropriate trading
strategy. The proprietary side of the facilitation should be reported using the “CF” (customer facilitation)
program trading strategy with all related derivative information activity included. CF may only be used for the
proprietary portion of the facilitation.

Reporting of Futures Commission Merchants (FCMs)

It is essential that the Exchange have current information regarding the identities of FCMs used by member
organizations, in order to effectively surveil the market. To facilitate this process, the new reporting platform
will provide a facility for member organizations to affirm the identities of all FCMs used to execute agency
and proprietary index futures. Firms are required to confirm this information at a minimum of twice yearly (last
trading day in June and last trading day in December). When any changes to this information occur, written

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

306

http://researchhelp.cch.com/License_Agreement.htm


notification must be sent by the member organization to the appropriate personnel in the Division of Market
Surveillance, as identified below.

SuperDot Mnemonics

As in the past, the new application requires that each program trade report contain the mnemonics that were
used for order entry and execution. It is essential that the Division of Market Surveillance have an accurate
list of all member organizations' current program trading mnemonics. Any program trading report that does
not identify the correct mnemonic may result in the rejection of program trading reports. Therefore, member
organizations must immediately notify the appropriate personnel in the Division of Market Surveillance, as
identified below, whenever they add or delete a program trading mnemonic. From an operational perspective,
member organizations should continue to enter their program trading orders in the manner previously
prescribed by the Exchange.

Weekly Program Trading Report

The Exchange's published program trading reports which identify program trading by firm will continue to
categorize program trading strategies as: index arbitrage, strategies subject to Rule 80A, and other program
trading strategies. More specific information regarding strategies, as reported in the Daily Program Trade
Report by the member organizations, will not be published and will be used solely for regulatory purposes.

Any questions concerning DPTR Reporting and other regulatory questions may be directed to Hope Morgan
at 212-656-6197 or Judith Bryngil at 212-656-3312, both of the Division of Market Surveillance. Any questions
regarding the EFP and related systems issues may be directed to John Curtin of the Division of Regulatory
and Corporate Systems at 212-656-2589.

Regina C. Mysliwiec

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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March 14, 2003

  
New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005
 NYSE

Member Firm Regulation

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER AND CHIEF FINANCIAL OFFICER/
PARTNER AND REGULATORY REPORTING DEPT.

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: MID-YEAR RATE ADJUSTMENT TO SEC SECTION 31 TRANSACTION FEES

Section 31 Mid-Year Rate Adjustment

Section 31 of the Securities Exchange Act of 1934 requires the Commission to make a mid-year rate

adjustment to the Section 31 transaction fee rate. 1   Effective April 1, 2003, the revised Section 31
transaction fee rate will be $46.80 per million.

As described in NYSE Information Memo Number 03-6 and in the Commission's Fee Rate Advisory #11 for

Fiscal Year 2003, 2   the Section 31 fee rate will decrease from the current rate to $25.20 per million effective
March 22, 2003, and remain at that level until April 1, 2003, when the mid-year adjustment becomes effective.
The Section 31 assessment on security futures transactions will not be changed from the current rate of
$0.009 per round turn transaction, and will not be affected by either the March 22, 2003 or April 1, 2003 rate
adjustment.

A copy of the Commission's order and calculation methodology is available at http://www.sec.gov. The Office
of Interpretation and Guidance in the SEC's Division of Market Regulation is also available for questions on
Section 31 fees at (202) 942-0069, or by e-mail at marketreg@sec.gov.

Dates for Filing Form 120-A and Fee Remittance

Since the forms are prepared on a settlement date basis, both the March 2003 filing (due on April 10,
2003) and the April filing (due May 12, 2003) will require two forms to be filed. The first form for March
should encompass all trade dates through Friday March 21, 2003 and be at the current rate of $30.10 per
million. The second form for March should include all trade dates from Monday March 24, 2003 through and
including Wednesday March 26, 2003. The rate for this period is $25.20 per million, which was announced in
Information Memo Number 03-6.

The first form for April should cover all trade dates from Wednesday March 26, 2003 through Monday March
31, 2003. This period should also be at the rate of $25.20 per million. The second form for April, covering
the remainder of the month, and all future months until a new rate is implemented, should be at the newly
announced rate of $46.80 per million.

Fiscal Year 2004 Rates
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The Commission will announce the fiscal year 2004 rates for fees paid under Section 6(b) of the Securities
Act of 1933 and Sections 13(e), 14(g), and 31 of the Securities Exchange Act of 1934 no later than April 30,
2003. This rate will become effective on Oct. 1, 2003, or 30 days after the date on which the Commission
receives its fiscal 2004 regular appropriation, whichever date comes later.

Please contact your Finance Coordinator with any questions you may have regarding this Memo.

Salvatore Pallante

Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities and Exchange Commission Press Release 2003-27 ("Fee Rate Advisory #12 for Fiscal
Year 2003" http://www.sec.gov/news/press/2003-27.htm

2  See Securities and Exchange Commission Press Release 2003-24 at http://www.sec.gov/news/
press/2003-24.htm
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March 5, 2003

   New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005

NYSE

Member Firm Regulation

ATTENTION: CHIEF OPERATIONS OFFICER, CHIEF INFORMATION TECHNOLOGY OFFICER, LEGAL
AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ELECTRONIC LOGS AND RECORD RETENTION

As part of the NYSE's continuing effort to facilitate a paperless trading environment on the Exchange Floor,
electronic logs that capture order and execution data will satisfy NYSE and Securities Exchange Act of
1934 (SEA) record keeping requirements provided that these logs contain all the data elements required
by relevant NYSE and SEA rules (see NYSE Rules 440, 123(e), 132(b).30, and SEA Rules 17a-3 and
17a-4). The electronic logs must include the following data elements for each order received and the related
execution report.

ORDER ELEMENTS REPORT ELEMENTS
- Entering Firm Mnemonic - Quantity Executed
- Symbol - Execution Price
- Branch - Execution Time
- Order Price - Executing Broker Badge Number
- Order Time - Contra-Side Clearing Firm Number
- Order Instructions (e.g., Buy, Sell Long, Sell
Short) - Contra-Side Broker Badge

- Leaves
- Order Designation (e.g., Market, Limit, Stop,
Stop Limit, LOC, MOC)

-Bill-To/Give-Up
- Quantity of Security/Number of Shares
- Time In Force (Day, GTC, Opening)
- Modification of Terms and/or Cancellation of Order
- Clearing Firm Number/Mnemonic
- Special Instructions
- An Indicator for Handheld Processing

NYSE BBSS and e-Broker Systems

For members and member organizations using the NYSE BBSS SM and NYSE e-Broker SM systems,
subscribing to the electronic logs provided by the Exchange will satisfy the aforementioned data element
requirements. The NYSE BBSS Agency ID Log and Merged Order Log prepared by Entering Firm Mnemonic
are available to all NYSE BBSS users, and are distributed by email or FTP service on a daily basis.

Paper order tickets must be retained for record keeping purposes if the electronic log does not contain the
aforementioned data elements as well as for orders and reports that are not included on any electronic log.
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When floor brokers electronically route (book) orders to the specialist that are received from member firms
with the Member Firm Entering Mnemonic, this data is currently not captured on their BBSS Agency ID Log.
Therefore, these orders and related executions must be retained in paper format. Required information will be
electronically captured on the BBSS Agency ID Log by the end of the first quarter of 2003.

Record Retention

Members are reminded that the record retention requirements of NYSE Rule 440 and the Securities
Exchange Act Rule 17a-4 apply to the electronic logs maintained in lieu of paper order tickets and reports
of execution, which relate to the member's business. In addition, members and member organizations must
ensure that all communications whether electronic or otherwise, including but not limited to e-mails, instant
messages, and similar communication devices that relate to the firm's business as such must be maintained
and retained in compliance with NYSE Rule 440 and SEA Rules 17a-3 and 17a-4. Any records maintained
electronically must be in a non-rewriteable, non-erasable format, i.e., WORM (“Write Once, Read Many”). Any
questions about retention requirements should be directed to your Finance Coordinator.

Availability of Electronic Logs

Electronic logs are not currently available to members utilizing only the NYSE e-Broker handheld device,
without the NYSE BBSS booth system. Therefore, you must continue to retrieve paper order tickets from the
members or member organizations to comply with books and records requirements.

However, you will soon be able to receive electronic logs of activity for orders transmitted to a handheld. This
log (BBSS Badge Log) includes activity based on the presence of your badge number in the executing badge
fields (for crowd executions) or introducing badge fields (for electronically routed CAP DI orders). When
limit or market orders are electronically routed (booked) to the post, or any paper order is manually entered
at the post (YYY Branch Code), the specialist is the executing broker, therefore, these executions do not
appear on your log. The NYSE is modifying the log to attach your badge number to this activity for inclusion
on your Broker Badge Log. This service is scheduled to be available within the first half of 2003. A Post Trade
informational memo will be distributed at a later date with expected timeframes.

All orders electronically routed to the specialist with a CAP DI instruction are captured on the NYSE electronic
logs along with the corresponding executions.

Member Firms using systems other than NYSE BBSS and NYSE e-Broker systems should contact their
vendor and confirm that all the aforementioned data elements are included on logs or reports.

Should you wish to subscribe to these NYSE services, contact the Executive Ramp on the Trading Floor or
NYSE Post Trade Operations at (212) 656-5513. Service subscribers will be assessed a monthly fee.

For questions about any of the NYSE electronic logs, contact Michael Paulyson at (212) 656-2721. If you are
already a subscriber to the electronic logs and need directions on how to open and view the files, please visit:

http://www.nyse.com/pdfs/merged_order_log_opening_instructions.pdf.

Salvatore Pallante

Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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February 27, 2003

  
New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 NYSE

Market Surveillance

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENT TO RULE 123D, OPENINGS AND HALTS IN TRADING

The Securities and Exchange Commission has approved an amendment to Rule 123D concerning trading
halts. Attached as Exhibit A is the complete text of Rule 123D.

The amendment to Rule 123D states that with respect to a trading halt, a minimum of five minutes must
elapse between the publication of the initial indication and the stock's reopening. In the event that more than
one indication was published, the stock may re-open three minutes after the last indication was published,
provided that at least five minutes had elapsed from the publication of the initial indication.

The following requirements to the rule remain in effect:

Tape indications must be disseminated with the approval of a Floor Official prior to the opening or reopening
in a stock subject to a regulatory or nonregulatory halt in trading or a delayed opening. A Floor Governor
should be consulted if a significant price change is anticipated.

A Floor Director or Floor Governor should be consulted in situations where a complete agreement does not
exist between the Floor Officials participating in the matter.

Floor Governors, when consulted, should be cognizant of developments and should seek the assistance of
Floor Directors, when appropriate, as expeditiously as possible.

Questions concerning this Information Memo may be addressed to Mr. John Gregoretti of the Market
Surveillance Services Division at 212-656-6791.

Regina C. Mysliwiec

Senior Vice President

Attachments

Additions underscored

EXHIBIT A

NEW RULE 123D: OPENINGS AND HALTS IN TRADING

(1). Delayed Openings/Halts in Trading- It is the responsibility of each specialist to ensure that registered
stocks open as close to the opening bell as possible, while at the same time not unduly hasty, particularly
when at a price disparity from the prior close. Openings and reopenings should be timely, as well as fair and
orderly, reflecting a professional assessment of market conditions at the time, and appropriate consideration
of the balance of supply and demand as reflected by orders represented in the market. Specialists should,
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to the best of their ability, provide timely and impartial information at all phases of the opening process.
Specialists should ensure adequate personnel are assigned and call upon additional clerical and relief
specialist resources to assist in order management and Crowd communication, when appropriate. It is also
incumbent upon specialists to seek the advice of Floor Officials when openings are delayed or when a halt in
trading may be appropriate due to unusual market conditions.

Brokers should recognize the difficulty in providing accurate information in a constantly changing situation,
and that significant changes are often occasioned by single orders or substantial interests delivered via
DOT. Brokers should make every effort to ascertain the client's interest as early as possible and to inform
the specialist so that such interest can be factored into the opening process. Brokers should communicate
to clients the problems caused by delaying their interest until the last minute. Brokers should expect to have
time to communicate the essential facts to their clients and to react to the changing picture. They should not
expect, however, to be able to delay the opening for every last fragment of this change, and should recognize
their obligation to a timely opening. Once a relatively narrow range of opening possibilities is given, the broker
and his or her client should have sufficient information to enter a final order. In this regard, brokers should
advise their clients against limits which are not firm, or are based solely on where the opening looked at the
time the information was given. Brokers should not expect to be given endless opportunities to adjust those
limits. Whenever possible the broker should have discretion within a range of the client's interest, and have
the power to react to last minute changes without having to go back to the phone. This is particularly true
for orders in amounts that represent a small fraction of the total opening volume, but applies to all orders.
Brokers must recognize that orders or cancellations merely dropped on the counter can be lost or misplaced,
and should hand the order directly to the specialist or his or her assistant and orally state the terms. Failure to
do so could result in a monetary error to the broker as well as the specialist.

Floor Officials participate in the regulatory process by providing an impartial professional assessment
of unusual situations, as well as advice with respect to pricing when a significant disparity in supply and
demand exists. The specialist, however, has ultimate responsibility in this regard, and while a Floor Official's
approval may be a mitigating factor, it will not exonerate a specialist when performance has been deemed not
satisfactory.

A specialist should consider the following areas of specialist performance when involved in an unusual market
situation:

• an opening price change that is not in proportion to the size of an imbalance;

• absence of an indication before a large opening price change;

• inadequate support after a large opening price change, i.e., lack of sufficient continuity and depth in the
aftermarket;

• absence of trading without good cause or Floor Official approval (or an unjustified or unreasonably delayed
opening or halt in trading);

• not obtaining appropriate Floor Official approvals for opening delays, trading halts, and wide price variations.

In addition, a Floor Official should be consulted as soon as it becomes apparent that an unusual situation
exists, and a Floor Governor should be consulted if it is anticipated that the opening price may be at a
significant disparity from the prior close. If an unusual situation exists, such as a large order imbalance, tape
indications should be disseminated, including multiple indications if appropriate with the supervision of a Floor
Official. A second Floor Official's opinion in a delayed opening is required if there is difficulty in arriving at a
decision; if the size of the price change from the previous NYSE close is three points or more or represents
a 10% change in price; or if the stock has not opened within 50 minutes after the opening of business or 20
minutes after an extended delayed opening time frame. All tape indications require Floor Official approval.
(See Appendix - Floor Official Approval Form #3)
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Exchange policy requires the dissemination of an indication in connection with any delayed opening --
involving any stock which has not opened (or been quoted) by 10:00 a.m. In addition, the dissemination of an
indication is mandatory for an opening which will result in a significant price change from the previous close:

Previous NYSE
Price Change (equal or greater
than)

Closing Price * 
Under $10 1 point
$10-$99 .99 the lesser of 10% or 3 points
$100 and over 5 points

*  The above guidelines are applicable to Initial Public Offerings based on the offering price.

All indications require the supervision and approval of a Floor Official. If it involves a bank or brokerage
stock, a Floor Director's approval is required. If a Floor Director is unavailable, a Floor Governor's or Senior
Floor Official's approval must be obtained. In addition to the mandatory criteria, specialists should use their
judgment as to when it is appropriate to seek Floor Official approval for disseminating a price indication.

Mandatory indication policy applies to a foreign-listed security only if the opening price will be at a significant
price change (see chart above) from its closing price in the foreign market or the current price in the foreign
market.

Mandatory indications for convertible preferred stocks are only required if an indication was disseminated in
the underlying common stock.

In this regard the following procedures should be followed for delayed opening and trading halt indications:

•The length of time for the dissemination of indications should be in proportion to the anticipated disparity of
the opening or reopening price from the prior sale.

•The number of indications should increase in proportion to the anticipated disparity in the opening or
reopening price, with increasingly definitive, “telescoped” indications when an initial narrow indication spread
is impractical.

•An indication should be published immediately when trading is halted for a non-regulatory order imbalance.
Such indications should be broad enough to allow flexibility, but narrow enough to convey as accurate a
picture of supply and demand as possible at the time. In most cases, a final indication with a one point spread
would be appropriate. Further telescoping to one-half point could result in unnecessary delay due to a change
in the terms of a pivotal order. Even if an indication is not disseminated, specialists should endeavor to
provide brokers with an approximate range within which they believe a stock will open.

•Tape indications before the opening should be disseminated at 9:15 a.m., if possible, but any tape
indications disseminated prior to 9:30 a.m. require the approval of a Floor Director or Floor Governor, or the
approval of a Floor Official if it relates to a spin-off or if trading had been halted and not resumed the prior
day.

ITS Pre-Opening Applications must be followed when necessary based upon the anticipated opening price.
For example, a Pre-Opening Notification must be issued if a stock is going to open more than .10 of a point
from a composite last sale under $15 or more than .25 of a point from a composite last sale of $15 or higher.
The spread in the Pre-Opening Application may not exceed .50 of a point if the consolidated close is under
$50 or one point if the consolidated close is $50 or higher with limited exception. If a Pre-Opening Application
is required on an opening or any reopening and a tape indication is also issued, the indication satisfies the
Pre-Opening Application requirement if it is also sent to the ITS participants by the specialist in the form of
Pre-Opening Notification. In that case, the maximum ITS spread would not apply. Three minutes must elapse
from the time a Pre-Opening Application is issued, and an additional one minute if subsequent notifications
are required, before a stock should open.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

314

http://researchhelp.cch.com/License_Agreement.htm


As with other openings, tape indications are discretionary for IPO's with the approval of a Floor Director or
Floor Governor except that it is mandatory if the opening price change as measured from the offering price
meets the requirements for a mandatory indication.

If an indication is disseminated after the opening bell, it must be considered a delayed opening. In addition,
any stock that is not opened with a trade or reasonable quotation within 30 minutes after the opening of
business must be considered a delayed opening (except for IPO's) and requires Floor Official supervision, as
well as an indication. That 30-minute time frame may only be extended by a Floor Director on a Floor-wide
basis.

More than one indication should be disseminated if an opening will be outside the first indication or if the
first indication had a wide spread, especially if the time frame for delayed openings has been extended
by the Floor Director. A reduction in time between indications can be used when multiple indications are
disseminated. Generally, a minimum of 10 minutes must elapse between the first indication and a stock's
opening as measured by the time the indication appears on the PDU. However, when more than one
indication is disseminated, a stock may open five minutes after the last indication provided that at least 10
minutes must have elapsed from the dissemination of the first indication.

With respect to a post-opening trading halt, a minimum of five minutes must elapse between the first
indication and a stock's reopening. However, where more than one indication is disseminated, a stock may
re-open three minutes after the last indication, provided that at least five minutes must have elapsed from the
dissemination of the first indication.

Tape indications must be disseminated with the approval of a Floor Official prior to the opening or reopening
in a stock subject to a regulatory or nonregulatory halt in trading or a delayed opening. A Floor Governor
should be consulted if a significant price change is anticipated.

A Floor Director or Floor Governor should be consulted in any case where there is not complete agreement
among the Floor Officials participating in the discussion.

Floor Governors should keep apprised of developments when consulted, and should seek the assistance
of Floor Directors, when appropriate, as soon as possible. Floor Governors should be prepared to balance
the opportunity for brokers to participate in the opening with the need for timeliness, and should assist in
identifying opportunities for opening the security, based upon the shifting supply and demand in conjunction
with appropriate specialist participation.

Specialists should make every effort to balance timeliness with the opportunity for customer reaction and
participation. Although the correct price based on information available at the time is always the goal,
specialists and supervising Floor Governors should recognize customers' desires for a timely opening. When
the specialist and Floor Governor agree that all participants have had a reasonable opportunity to participate,
the specialist should open the stock.

Once trading has commenced, trading may only be halted with the approval of a Floor Governor or two
Floor Officials. A Floor Director, or in their absence a Senior Floor Governor, should be consulted if it is felt
that trading should be halted in a bank or brokerage stock due to a potential misperception regarding the
company's financial viability.

Sometimes the Client Service Division is notified by a listed company in advance of publication concerning
news which might have a substantial market impact. That Division will immediately notify the Floor Operations
Division, which will advise a Floor Director or Floor Governor, or in their absence a Floor Official.

If Client Service Division makes a recommendation that trading should be halted in a stock pending a public
announcement by the company and the Floor Director or Floor Governor disagrees, he or she should seek
the opinion of another Floor Director or Floor Governor. If the Floor Directors or Floor Governors are in
agreement that trading should not be halted, trading should continue. If one of the two is in agreement with
the recommendation to halt trading, then trading should be halted. While the time period may vary from case-
to-case as a result of the particular circumstances involved, normally if the announcement is not made within
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approximately 30 minutes after the delay or halt is implemented, the Exchange may commence the opening
or reopening of trading in the stock. Special care is taken to ensure that material nonûpublic information is not
disclosed, even inadvertently, as a result of someone overhearing details relating to trading halts or delayed
opening situations.

Stopped stock prior to a halt should be printed as “sold” with the specialist as contra and adjusted if the
reopening is at a more advantageous price.

It is important that all appropriate Floor Official forms are completed.

(2). Equipment Changeover

The Exchange has established a non-regulatory trading halt condition designated as “Equipment
Changeover”.

This condition may be used when trading in a particular security is temporarily inhibited due to a systems,
equipment or communications facility problem or for other technical reasons.

In making a determination on whether to halt trading in a security because of an “Equipment Changeover”
condition, it is important to keep in mind that once halted, trading cannot be resumed for at least 5 minutes
even though, in many cases, the systems or equipment problem may be corrected in a much shorter period
of time. Further, if, during the “Equipment Changeover” trading halt, a significant order imbalance (one
which would result in a price change from the last sale of one point or more for stocks under $10, the lesser
of 10% or three points for $10 - $99.99 and five points if $100 or more -- unless a Floor Governor deems
circumstances warrant a lower parameter) develops or a regulatory condition occurs, the nature of the halt
will be changed, notice must be disseminated and trading cannot resume until 10 minutes after the first
indication after the new halt condition. This factor should be taken into consideration along with market
condition factors in making a determination on whether to declare an official trading halt.

As with any other halt, an “Equipment Changeover” trading halt requires the approval of a Floor Governor or
two Floor Officials. All other policies relating to non-regulatory halts would apply including price indications.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
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February 27, 2003

  
New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005
 NYSE

Member Firm Regulation

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER AND CHIEF FINANCIAL OFFICER/
PARTNER AND REGULATORY REPORTING DEPT.

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: UPDATE REGARDING SECTION 31 TRANSACTION FEES

Pursuant to Securities and Exchange Commission Press Release 2003-24, 1   dated, Feb. 21, 2003,
President Bush has signed H. J. Res. 2, the omnibus appropriations bill that includes funding for the
Securities and Exchange Commission for the remainder of fiscal year 2003.

Included in that release was notification that, effective March 22, 2003, the Section 31 fee rate applicable
to securities transactions on the NYSE, as well as on the other exchanges and NASDAQ, will
decrease to $25.20 per million from $30.10 per million. The Section 31 assessment on security futures
transactions will remain unchanged at $0.009 per round turn transaction.

The Commission will announce the annual adjustment for fiscal year 2004 no later than April 30, 2003,
effective Oct. 1, 2003 (or, if later, after the Commission's fiscal year 2004 appropriation is enacted). In
addition, the Commission may be required to make a “mid-year” adjustment to the Section 31 fee
rate, after consultation with CBO and OMB, which would be announced no later than March 1, 2003,
effective April 1, 2003. The Commission will issue further notices as appropriate. This information will
be posted on the SEC's Internet Web site at http://www.sec.gov.

Self-regulatory organizations collect Section 31 fees pursuant to their rules. Additional information on the
transition to the new Section 31 fee rate will be available before the new rate becomes effective on the New
York Stock Exchange, Inc. website at http://www.nyse.com. The office of Interpretation and Guidance in the
SEC's Division of Market Regulation is also available for questions on Section 31 fees at (202) 942-0069, or
by e-mail at marketreg@sec.gov.

For additional information, see NYSE Information Memo Number 02-11 dated March 5, 2002.

Please contact your Finance Coordinator with any questions you may have regarding this memo.

Salvatore Pallante

Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Footnotes

1  See http://www.sec.gov/news/press/2003-24.htm for the complete text of the Release.
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February 25, 2003

  
New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 NYSE

Arbitration

ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT:ARBITRATION: ADMINISTRATIVE CONFERENCES AND MEDIATION

The Securities and Exchange Commission recently approved amendments to the New York Stock Exchange,
Inc. (“Exchange”) Rules relating to arbitration. These amendments, effective for all claims filed on or after
February 1, 2003, are summarized below and the text of the amended rule language is attached as Exhibit A.

In 1998 the Exchange adopted, on a pilot basis, Rule 638 to provide for the automatic scheduling of a
mediation session in all intra-industry disputes with claims of $500,000 or more. As an incentive the pilot
program provided for the Exchange to pay the mediator's fee, up to $500 for a single mediation session of
up to four hours. Mediation was also available upon agreement of the parties and at their own expense in
all other cases. In December 2000 the pilot was amended to lower the threshold to $250,000 and to include
disputes involving customers. The pilot expired on January 31, 2003.

The Exchange is allowing the pilot to expire and is adopting, as amended, Rule 638 to eliminate automatic
scheduling of mediation. As amended, Rule 638 will provide for mediation in any case where the parties
agree at their own expense, either before an arbitration is filed or during the pendency of an arbitration.

Mediation works best when parties are willing to negotiate and craft their own resolution rather than leaving
the final, determination to a third party. Accordingly, the Exchange is adopting the amended mediation rules
to provide for mediation only upon agreement of the parties and at their expense.

As a companion to the mediation pilot, the Exchange also adopted in 1998, on a pilot basis, Rule 639
Administrative Conferences, with the intent of bringing the parties and arbitrators together early in the case
with a view toward expediting the arbitration. Originally designed for claims of $500,000 or more, Rule 639
was also amended in December 2000 and the ceiling lowered to $250,000.

In the time since its adoption, administrative conferences proved useful in cases where the parties
cooperated to pursue a swift resolution of their dispute. In other cases it has become an abused process
where parties seek to delay and thus defeat the original intent of the pilot.

The Exchange is allowing the pilot to expire and is adopting, as amended, Rule 639 to provide that an
administrative conference will be scheduled only when requested by the parties or at the discretion of the
Director of Arbitration or the arbitrators. The Director of Arbitration will appoint a member of the Exchange
arbitration staff or an arbitrator to preside. The administrative conference will be conducted by telephone
conference call. The conference will be limited to procedural matters such as discovery and scheduling of the
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hearing. An arbitrator may issue an order at the conclusion of the administrative conference. If an arbitration
staff member presides, they will assist the parties in reaching agreement on procedural issues.

The amendments to Rules 628 and 630 reflect the adoption of Rules 638 and 639.

Frank Z. Ashen

Executive Vice President

Attachments

EXHIBIT A

Test of Proposed Rule Change

Additions underscored

Deletions [bracketed]

NYSE Constitution and Rules

* * * *

Rule 628. Agreement to Arbitrate

Article XI of the Constitution and Rules 600-[ 637] 639 shall be deemed a part of and be incorporated by
reference in every agreement to arbitrate under the Constitution and Rules of the New York Stock Exchange,
Inc.

Rule 630. Uniform Arbitration Code

The provisions of the Uniform Arbitration Code contained in Rules 600 to [ 637] 639 shall also apply to
controversies between members, allied members, member firms, member organizations and/or non-members
who are not [public] customers except in so far as such provisions specifically apply to matters involving
[public] customers.

Rule 638. Mediation

(a) Mediation Pending Arbitration

(1) [A single mediation session of up to four hours will be conducted in all cases submitted for arbitration
where the amount of the claim is $250,000 or more.

(2) The New York Stock Exchange will provide the parties with a mediator. The mediator's fee for the single
mediation session shall be $500 and shall be paid by the New York Stock Exchange. If the parties select a
mediator of their own choosing, from outside the list of proposed mediators, they shall be responsible for any
difference in the mediator's fee. If the parties desire they can extend the mediation beyond the first session at
their own expense.] If the parties agree, any matter submitted for arbitration at the New York Stock Exchange
is eligible to be submitted to mediation.

(2)[(3)] Unless the parties agree on a mediator, the Director of Arbitration, upon request from the parties, will
send a list of five proposed mediators together with the mediators biographical information described in Rule
608. The parties shall have ten days to agree on a mediator from the list or choose their own mediator. If no
agreement is reached, the Director of Arbitration will select a mediator from the list unless all the names on
the list are objected to by the parties. In that instance, the Director of Arbitration will appoint a mediator from
outside the list.

(3)[(4)] Unless otherwise agreed to by the parties, mediation shall not delay the arbitration.

(4)[(5)] The mediation shall be confidential and no record kept of the proceeding. The mediator will not
be permitted to act as an arbitrator in the same case and the mediator shall not be called to testify in any
proceeding regarding the mediation.

[(6) In all other matters submitted to arbitration, mediation shall be available upon the consent of the parties,
at their own expense.]
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(b) Mediation Prior to Arbitration

(1) If the parties agree, any matter eligible for arbitration under the Constitution and Rules of the New York
Stock Exchange may be mediated at the Exchange. To begin a mediation under this paragraph, the parties
must file with the Exchange an agreement to mediate.

(2) At the time of filing an agreement to mediate, a party shall pay a non-refundable filing fee to the Exchange
as required for the filing of an arbitration for the same amount in dispute under Rule 629 (Schedule of Fees)
unless the fee is waived by the Director of Arbitration. The parties are directly responsible for the payment of
the mediator's fee.

(3) If the case does not settle after mediation, the non-refundable filing fee will be applied to the non-
refundable filing fee if a party elects to commence an arbitration.

Rule 639. Administrative Conferences

[In all cases where the amount of the claim is $250,000 or more, the parties shall attend] Prior to the
scheduling of a hearing under Rule 607, an administrative conference may be scheduled at the request of
a party, an arbitrator, or in the discretion of the Director of Arbitration [with the arbitrators]. [The Director
of Arbitration will schedule t]The conference will be scheduled for a date no sooner than 30 days after the
request unless the parties agreed to a date that can be accommodated by the Exchange [within 90 days
after the Director serves the Statement of Claim, unless all parties request that it be scheduled later]. The
Administrative Conference will be [conducted] held by telephone [with the chairperson presiding] and a
person appointed by the Director of Arbitration (either an Arbitration Counsel or an arbitrator) will preside
during the conference. In any claim involving a [public] customer, any arbitrator appointed will be a public
arbitrator [will conduct the administrative conference,] unless the [public] customer demands, in writing, a
securities arbitrator. [The chairperson shall have discretion to conduct the conference in-person and may
request that all of the arbitrators attend the conference.]

At the conference, [the Arbitrator(s) may establish a schedule for discovery and the hearing, issue subpoenas
and direct the appearance of witnesses, and resolve or narrow any other issue which may expedite the
arbitration] the presiding person will address procedural matters including, but not limited to, setting a
schedule for discovery and the hearing.

[ Rules 638 and 639 approved on a two-year basis through December 30, 2002.]

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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February 20, 2003

  
New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005
 NYSE

Member Firm Regulation

ATTENTION: COMPLIANCE, LEGAL, REGISTRATION AND TRAINING DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: LIFTING OF THE TEMPORARY MORATORIUM ON INFORMATION REQUESTS UNDER
SECTION 314 OF THE USA PATRIOT ACT

Section 314 of the USA PATRIOT Act authorizes law enforcement to establish a mechanism to communicate
with financial institutions to request information about suspected money laundering and terrorist financing.
Section 314 also allows financial institutions to share information among themselves regarding these
activities.

On December 16, 2002 the Exchange notified members and member organizations of a temporary

moratorium on information requests pursuant to Section 314(a). 1   On February 6, 2003, the Financial
Crimes Enforcement Network (FinCEN), a bureau of the U.S. Department of Treasury, published a release
that announced the lifting of the moratorium effective February 17, 2003.

Designated Contact Persons pursuant to Rule 445 (“Anti-Money Laundering Compliance Program”) can
find information regarding Section 314(a) in the FinCEN publications “Instructions for Responding to Section
314(a) Requests” and “Frequently Asked Questions (FAQs) Concerning the 314(a) Process”. Further
information may be obtained via the FinCEN website at www.fincen.gov or by contacting the FinCEN
Regulatory Helpline at 1(800) 949-2732.

Questions regarding this Memo may be directed to Stephen A. Kasprzak at (212) 656-5226.

Salvatore Pallante

Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Information Memo Number 02-58 dated December 16, 2002.
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January 21, 2003

  
New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005
 NYSE

Member Firm Regulation

ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: INCREASE IN BRANCH OFFICE FEES FOR NYSE MEMBER ORGANIZATIONS

On December 20, 2002, the New York Stock Exchange, Inc. (“NYSE” or the “Exchange”) filed with the
Securities and Exchange Commission (“SEC” or the “Commission”) increases to fees charged to members
and member organizations for certain NYSE products and services. These new fees became effective on
January 1, 2003. Certain of the fee increases apply to members and member organizations branch offices
e.g., fee for the initial opening of a branch office as well as the annual maintenance fees charged for each

active branch office. 1   Fees relating to branch offices have not changed since 1989.

The new fee schedule is as follows:

If the Member Initial Branch Opening Fee Annual Maintenance fee
Organization has: (charged per office) (charged per office)

1 û 1,000 branch offices $350 $350
1,001 û 3,000 branch offices $250 $250
Over 3,000 branch offices $225 $225

Any questions regarding this Memo should be directed to Peggy Germino at (212) 656-8450.

Salvatore Pallante - Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See SR-NYSE-2002-66, effective January 1, 2003; Securities Exchange Act Release No. 47174 (dated
January 13, 2003), 68 FR 2606 (January 17, 2003).
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January 2, 2003

  
New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005
 NYSE

Market Surveillance

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW RULE 80A COLLARS AND RULE 80B CIRCUIT BREAKER LEVELS FOR FIRST
QUARTER 2003

EFFECTIVE JANUARY 1, 2003 through MARCH 31, 2003

• Rule 80A restrictions on index arbitage trading in component stocks of the S&P 500 Stock Price Index sm *  

will be imposed when the Dow Jones Industrial Average sm **   (“DJIA”) is above or below its closing value on
the previous trading day by:

170 points or more

• Rule 80A restrictions will be removed when the DJIA is above or below its closing value on the previous
trading day by:

80 points or less

• Index arbitage order entry restrictions will be re-imposed each time the DJIA advances or declines 170
points from the prior day's close.

• Rule 80B trading halts will be triggered when the DJIA declines below its closing value on the previous
trading day by:

800 points (Level 1)

1700 points (Level 2)

2550 points (Level 3)

Rule 80A

Whenever Rule 80A collars are in effect due to a decline in the DJIA, all index arbitage orders to sell any
component stock of the S&P 500 Stock Price Index must be marked “sell plus”; and whenever the collars are
in effect due to an advance in the DJIA, all index arbitage orders to buy must be marked “buy minus”.

Rule 80B

Whenever a Rule 80B circuit breaker is in effect, trading in all stocks on the Exchange will halt for the time
periods specified below.

Level 1 Halt

a) before 2:00 p.m. - one hour;

b) at 2:00 p.m. or later but before 2:30 p.m. - 30 minutes;
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c) at 2:30 p.m. or later - trading shall continue, unless there is a Level 2 Halt.

Level 2 Halt

a) before 1:00 p.m. - two hours;

b) at 1:00 p.m. or later but before 2:00 p.m. - one hour;

c) at 2:00 p.m. or later - trading shall halt and not resume for the remainder of the day.

Level 3 Halt

at any time - trading shall halt and not resume for the remainder of the day.

A complete discussion of the calculation of trigger values for Rule 80A and Rule 80B was published in
Information Memo No. 99-8, dated February 12, 1999 and Information Memo No. 98-15, dated April 13, 1998,
respectively.

Questions concerning these matters may be addressed to Brian McNamara at (212) 656-7086 or Donald
Siemer at (212) 656-6940.

Regina C. Mysliwiec

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

*  "Standard & Poor's 500 Stock Price Index" is a service mark of Standard & Poor's Corporation.
**  "Dow Jones Industrial Average" is a service mark of Dow Jones & Company, Inc.
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December 26, 2002

   New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

NYSE

Arbitration

ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO NYSE ARBITRATION RULES 601, 607, 612, 617, 629, 631, 623 AND
EXTENSION OF PILOT PROGRAM RULES 638 AND 639

The Securities and Exchange Commission recently approved amendments to the New York Stock Exchange,
Inc. (“Exchange”) Rules relating to arbitration. These amendments, effective for all claims filed on or after
January 6, 2003, is summarized below and the text of the amended rule language is attached as Exhibit A.

The amendments to Rules 601, 607 and 629 increase the ceiling on claims eligible for submission under
the Simplified Arbitration procedures from $10,000 to $25,000. Under the Simplified Arbitration procedures
one arbitrator is appointed to decide the dispute based upon the parties' submissions, unless the customer
requests a hearing.

In addition, the amendments simplify the rules by placing the fee schedule for Simplified Arbitration in
Rule 601 rather than referring to Rule 629. The proposed amendment to Rule 607 conforms the rule to the
increase in the claims eligible for submission under the Simplified Arbitration procedure (Rule 601).

The amendments to Rule 617 increase the maximum adjournment fee from $1,000 to $1,500. This is to
conform the adjournment fees to the maximum hearing deposit, upon which adjournment fees are based.

In addition, the Exchange is increasing pre-hearing conference fees in claims over $25,000 from $300 to
$450 (Rule 629(h).

The amendments to Rule 629(i) eliminate the need for Rule 631 by incorporating the fees and deposits for
disputes between members into the schedule of fees for “Industry Claimants” under Rule 629. Accordingly,
Rule 631 is deleted.

The amendments to Rule 632 increase the ceiling from $10,000 to $25,000 for claims between members that
are heard and decided by one arbitrator. In addition, the amendment eliminates the clause that provided for
an arbitration panel of no more than five arbitrators.

Pilot Program Rules 638 (Mediation) and 639 (Administrative Conferences) have been extended through
January 31, 2003 pending Commission action on proposed amendments to the rules.

Frank Z. Ashen - Executive Vice President

Attachments

NYSE Constitution and Rules
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* * * *

Rule 601. Simplified Arbitration

(a) Any dispute, claim or controversy, arising between a customer(s) and an associated person or a member
subject to arbitration under this Code involving a dollar amount not exceeding $25,000 exclusive of attendant
costs and interest, shall be arbitrated as hereinafter provided.

(b) The Claimant shall file with the Director of Arbitration an executed Submission Agreement and a copy of
the Statement of Claim of the controversy in dispute and the required non-refundable filing fee and deposit,
together with the documents in support of the Claim. Sufficient copies of the Submission Agreement and the
Statement of Claim and supporting documents shall be provided to the Director of Arbitration for each party
and the Arbitrator. The Statement of Claim shall specify the relevant facts, the remedies sought and whether
or not a hearing is demanded.

The Claimant shall pay a non-refundable filing fee and a hearing deposit as follows :

Fees For Simplified Arbitration

Customer as Claimant

Amount in Dispute

(Excluding Interest                        Decision       Decision after

and Costs)                Filing Fee       On Papers      Hearing

$1,000 or less            $15              $15            $15

$1,001 to $2,500          $25              $25            $25

$2,501 to $5,000          $50              $75            $100

$5,001 to $10,000         $75              $75            $200

$10,001 to $25,000        $100             $100           $400

Industry as Claimant

Amount in Dispute
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(Excluding Interest                        Decision       Decision after

and Costs)                Filing Fee       On Papers      Hearing

$25,000 or less           $500             $300           $600

The final disposition of the filing fee and hearing deposit shall be determined by the Arbitrator.

(d) The Director of Arbitration shall endeavor to serve promptly by mail or otherwise on the Respondent(s)
one (1) copy of the Submission Agreement and one (1) copy of the Statement of Claim. Within twenty (20)
calendar days from the receipt of the Statement of Claim, Respondent(s) shall serve each party with an
executed Submission Agreement and a copy of Respondent's Answer. Respondent's executed Submission
Agreement and Answer shall also be filed with the Director of Arbitration with additional copies for the
Arbitrator(s) along with any deposit required under the schedule of fees above. The Answer shall designate
all available defenses to the Claim and may set forth any related Counterclaim and/or related Third Party
Claim the Respondent(s) may have against the Claimant or any other person. If the Respondent(s) has
interposed a Third Party Claim, the Respondent(s) shall serve the Third Party Respondent with an executed
Submission Agreement, a copy of Respondent's answer containing the Third Party Claim, and a copy of the
original Claim filed by the Claimant. The Third Party Respondent shall respond in the manner herein provided
for response to the Claim. If the Respondent(s) files a related Counterclaim exceeding $[10,000] 25,000, the
Arbitrator may refer the Claim, Counterclaim and/or Third Party Claim, if any, to a panel of three (3) arbitrators
in accordance with Rule 607 of this Code, or he may dismiss the Counterclaim and/or Third Party Claim,
without prejudice to the counter-claimants and/or third party claimants pursuing the Counterclaim and/or Third
Party Claim in a separate proceeding. The costs to the Claimant under either proceeding shall in no event
exceed the total amount specified in the schedule above.

(e) to (h) Unchanged.

(i) In his discretion, the arbitrator may, at the request of any party, permit such party to submit additional
documentation relating to the pleadings.

(j) Except as otherwise provided herein, the general arbitration rules of the New York Stock Exchange, Inc.
shall be applicable to the proceedings instituted under this Rule.

* * * *

Rule 607. Designation of Number of Arbitrators

(a)(1) In all arbitration matters involving customers and non-members where the matter in controversy
exceeds $25,000, or where the matter in controversy does not involve or disclose a money claim, the Director
of Arbitration shall appoint an arbitration panel which shall consist of no less than three(3) arbitrators, at least
a majority of whom shall not be from the securities industry, unless the customer or non-member requests a
panel consisting of at least a majority from the securities industry.

* * * *

Rule 612. Initiation of Proceedings

Except as otherwise provided herein, an arbitration proceeding under this Code shall be instituted as follows:

(a) Statement of Claim
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The Claimant shall file with the Director of Arbitration an executed Submission Agreement, a Statement
of Claim together with documents in support of the claim and the required filing fee and hearing deposit.
Sufficient additional copies of the Submission Agreement and the Statement of Claim and supporting
documents shall be provided to the Director of Arbitration for each party and each arbitrator. The Statement
of Claim shall specify the relevant facts and the remedies sought. The Director of Arbitration shall endeavor
to serve promptly by mail or otherwise on the Respondent(s) one (1) copy of the Submission Agreement and
one (1) copy of the Statement of Claim.

* * * *

(c)(3) Respondent(s) shall serve each party with a copy of any Third Party Claim. The Third Party Claim shall
also be filed with the Director of Arbitration with sufficient additional copies for the arbitrator(s), along with any
deposit required under Rule 629(i) schedule of fees. Third Party Respondent(s) shall answer in the manner
provided for response to the Claim, as provided in paragraphs (1) and (2) above.

* * * *

Rule 617. Adjournments

* * * *

(b) A party requesting an adjournment after arbitrators have been appointed shall, if an adjournment is
granted, deposit a fee, equal to the initial deposit of hearing session fees for the first adjournment and twice
the initial deposit of hearing session fees, not to exceed $1,500, for a second or subsequent adjournment
requested by that party. The arbitrators may waive the deposit of this fee or in their awards may direct the
return of the adjournment fee.

* * * *

Rule 629. Schedule of Fees

* * * *

(h) The fee for a pre-hearing conference with an arbitrator shall be:

SCHEDULE FOR PRE-HEARING CONFERENCE WITH ONE ARBITRATOR:\1/

AMOUNT IN CONTROVERSY         CONFERENCE FEE

$  1,000 or less              $ 15.00

$  1,001 up to $2,500         $ 25.00

$  2,501 up to $5,000         $ 100.00

$  5,001up to $10,000         $ 200.00

$ 10,001up to $25,000         $ 300.00
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Over $25,000                  $ 450.00

\1/ Fee for pre-hearing conference with three arbitrators

shall be based on applicable hearing session deposit fee.

(i) Schedule of Fees

For purposes of the schedule of fees the term “claim” includes Claims, Counterclaims, Third-Party Claims or
Cross-Claims. Any such claim submitted by a customer is a customer claim. Any such claim submitted by a
member, allied member, registered representative, member firm or member corporation against a customer
or other non-member is an industry claim.

For claims of $25,000 or less see schedule of fees in Rule 601 Simplified Arbitration.

CUSTOMER AS CLAIMANT

Amount of Dispute

(Excluding

Interest and Expenses)      Filing Fee      Hearing Deposit

$25,001 to $50,000          $120            $ 400

$50,001 to $100,000         $150            $ 500

$100,001 to $500,000        $200            $ 750

$500,001 to $5,000,000      $250            $1,000

Over $5,000,000             $300            $1,500

INDUSTRY AS CLAIMANT\*/

Amount of Dispute
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(Excluding

Interest Expenses)          Filing Fee      Hearing Deposit

$25,001 to $100,000         $500            $ 600

$100,001 to $500,000        $500            $ 750

$500,001 to $5,000,000      $500            $1,000

Over $5,000,000             $500            $1,500

\*/This is the fee schedule for claims submitted by members,

member firms, member corporations or allied members against

members, member firms, member corporations or allied members,

customers, registered representatives or non-members other than

customers, and for claims submitted by registered representatives

or non-members other than customers against members, member firms

member corporations, allied members or non-members.

* * * *

Rule 631. Reserved

* * * *

Rule 632. Member Controversies

Any controversy between parties who are members, allied members, member firms or member corporations
shall be submitted for arbitration to members of the Board of Arbitration, unless non-members are also
parties to the controversy. If the amount (excluding interest and costs) involved in the controversy is less than
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$25,000 the controversy shall be heard by one arbitrator. If such amount is $25,000 or more the controversy
shall be heard by three (3) arbitrators unless the parties consent to one arbitrator. If non-members are also
parties to such controversies, the arbitrators shall be appointed in accordance with Rule 607 unless the non-
member(s) consent to arbitration before members of the Board of Arbitration.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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   New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005

NYSE

Member Firm Regulation

ATTENTION: FLOOR MEMBERS, CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, COMPLIANCE
AND LEGAL DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: USA PATRIOT ACT UPDATES: SECTION 356 REQUIREMENT TO REPORT SUSPICIOUS
TRANSACTIONS; DEADLINE EXTENSION FOR SECTIONS 313 AND 319

Section 356 1   - Reporting of Suspicious Transactions

Consistent with NYSE Rule 445 (“Anti-Money Laundering Compliance Program”) 2   members and member
organizations are reminded that the final rule implementing Section 356 of the USA PATRIOT Act becomes
effective January 1, 2003.

The rule requires brokers and dealers to report to FinCEN 3   suspicious transactions that are conducted
or attempted by, at, or through a broker-dealer and involve or aggregate at least $5,000 in funds or other
assets. Specifically, such reports are required in connection with transactions where the broker-dealer knows,
suspects, or has reason to suspect that it falls within any one of four categories:

1) Transactions involving funds derived from illegal activity or intended or conducted in order to hide or
disguise funds derived from illegal activity.

2) Transactions designed, whether through structuring or other means, to evade the requirements of the Bank
Secrecy Act

3) Transactions that appear to serve no business or apparent lawful purpose or are not the sort of
transactions in which the particular customer would be expected to engage, and for which the broker-dealer
knows of no reasonable explanation after examining the available facts.

4) Transactions intended to further a criminal purpose, but apparently involving legally-derived funds. (This
category involves the use of the broker-dealer to facilitate criminal activity, including terrorism.)

A more complete discussion of the rule, and the rule text itself, can be found in the Federal Register at 67 FR
44048 (July 1, 2002). Exchange examination staff will continue to conduct reviews for compliance with Rule
445.

Deadline Extension for Sections 313 4   and 319 5 

On December 18, 2002, FinCEN issued a final rule extending by 90 days the deadline for U.S. depository
institutions and securities broker-dealers to confirm that correspondent accounts maintained for foreign banks
are not being used to provide services, directly or indirectly, to foreign shell banks. The rule similarly extends
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the deadline for the requirement that these two types of financial institutions obtain certain information from
foreign banks for which they maintain correspondent accounts. The new deadline is March 31, 2003.

Discussion and detail relating to these requirements can be found in FinCEN's publication of the rule
implementing Sections 313(a) and 319(b) at 67 FR 60562 (September 26, 2002).

Questions regarding this memo may be directed to Stephen Kasprzak at (212) 656-5226.

Salvatore Pallante - Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  "Reporting of Suspicious Activities by Securities Brokers and Dealers; Investment Company Study."
2  Rule 445 requires, in relevant part, ongoing compliance with applicable provisions of the Bank Secrecy

Act and the implementing regulations thereunder, as they become effective. See also NYSE Information
Memo Number 02- 21 dated May 6, 2002.

3  "Financial Crimes Enforcement Network" — See www.fincen.gov for additional guidance.
4  "Prohibition on United States Correspondent Accounts with Foreign Shell Banks."
5  "Forfeiture of Funds in United States Interbank Accounts."
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   New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

NYSE

Market Surveillance

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: TAX SWITCHING TRANSACTIONS

The following is a reminder to members and member organizations that riskless tax switching trades are
prohibited. Please note that this prohibition applies with equal force at openings and to bond transactions.

Exchange Rule 78 prohibits pre-arranged trading. The Exchange has concluded that transactions effected as
described below are not permitted on the Floor of the Exchange and if discovered will result in appropriate
disciplinary action by the Exchange:

An Exchange member (“member A”), desiring to effect a tax switch of 1,000 shares of XYZ, approaches the
XYZ specialist and informs him of his wish to effect the tax switch at approximately the price of the current
bid or the current offer for XYZ. For purposes of this example, assume that the current market for XYZ is
35.30 bid for 2,000 shares with 1,500 shares offered at 35.35, both representing limit orders entered on the
XYZ specialist's book. The XYZ specialist agrees to handle member A's purchase and sale tax switch orders
as agent, undertaking to execute those orders against market orders or other orders seeking execution at
the current bid or ask prices. Assume that another member (“member B”) subsequently approaches the
XYZ specialist with an order to sell 1,000 shares of XYZ at the market, and is willing to effect the sale at
the current bid of 35.30. The specialist then effects member B's sale at that price, informing member B, for
clearing purposes, that he has sold to member A.

Simultaneously, the specialist effects, as agent, a second trade of 1,000 shares of XYZ for member A with
the order or orders on his book, giving up, for clearing purposes, member A as the seller and, as the buyer
or buyers, the broker or brokers whose orders he represents; in terms of time priority of their receipt, the first

1,000 shares on his book at the bid price of 35.30. 1 

Only one of the two 1,000-share transactions in XYZ would be reported for inclusion in the consolidated
transactions reporting system.

No problems would seem to arise under Exchange Rules and procedures if two independent transactions
were effected at the risk of the market. Such would be the case if the transaction was not pre-arranged
or guaranteed in any fashion. There should be two independent transactions — a purchase and sale, or
vice versa, but the price of each should be independently established. At the time of the first transaction
there should be no guarantee or assurance of the price of the second. The period of time between the two
transactions would not of itself determine whether or not the switching had been effected at the risk of the
market.

Similarly, the entry of buy and sell orders to switch positions between accounts having the same beneficial
ownership, absent instructions not to cross those orders with each other, may result in a “wash” transaction,
which is prohibited.
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Further, the sending of a buy and sell order for the same beneficial owner through the Opening Automated
Report System (OARS) to effect a tax switch transaction on the opening, or through SuperDOT (DOT) to
effect a tax switch transaction at the close is not permissible. Any use of either system, or either Crossing
Session, to effect the above described riskless or “wash” transaction is prohibited.

It should be noted that the purpose of this memorandum is to emphasize the application of Exchange rules
and procedures only. It is not to be construed as describing the tax consequences of any transaction under
the Internal Revenue Code or state law. Contact your tax adviser for the appropriate advice.

Questions regarding this matter should be directed to Mr. John Gregoretti at (212) 656- 6791 or Mr. Arnold
Kotler at (212) 656-6543.

Regina C. Mysliwiec - Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Had the first independent order to arrive at the post been a market order to buy rather than an order to
sell, the tax switch would have been effected at the offer price.
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   New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

NYSE

Market Surveillance

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: LAST TRADE DATE FOR “REGULAR WAY” SETTLEMENT IN 2002

The last day on which “regular way” transactions may be made for settlement this calendar year in stocks and
bonds, other than U.S. Government obligations, is Thursday, December 26, 2002.

Beginning December 27, 2002 until December 31, 2002, orders in stocks for accounts which are willing to
effect transactions on a “cash”, “next day” or “seller's option” basis should be so indicated. This policy relieves
the specialist from the responsibility of checking orders indicated solely “regular way” to ascertain whether
they are willing to participate on a “non-regular way” basis during that period.

A Floor Official's approval is not required from December 27-31, 2002 for “non-regular way” trades, if the
execution price is no greater than 0.25 of a point away from the “regular way” bid or offer.

Inquiries with respect to this memorandum should be directed to Mr. Arnold Kotler at (212) 656-6543 or Mr.
John Gregoretti at (212) 656-6791.

Regina C. Mysliwiec - Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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December 19, 2002

   New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005

NYSE

Member Firm Regulation

ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: EXCHANGE GUIDELINES ON GIFTS AND GRATUITIES

With the approaching holiday season, members and member organizations are reminded of the Exchange's
policy relating to gifts and gratuities applicable to all Exchange employees.

The Guidelines prohibit most Exchange employees from accepting gifts and gratuities from members, allied
members and member organizations. Limited exceptions are provided for Exchange Operations/Clerical
Trading Floor employees, who may accept usual and customary gratuities, not in excess of $50 per year,
from a member, allied member or member organization. An exception is also provided for certain Exchange
employees in service provider roles to the Trading Floor, such as coatroom and washroom attendants, who
may accept usual and customary gratuities commensurate with the particular services provided.

Members and member organizations may note that Exchange Rule 350 is more permissive than the
Exchange Guidelines. This memo is to advise that the Guidelines as described here, in part, reflect the most
up-to-date position of the Exchange and must be adhered to by members and member organizations.

Members and member organizations should circulate this memo within their organizations since Exchange
employees are required to return any gifts and gratuities as well as file a report with Exchange management.

Questions relating to the Guidelines for member and member organization employees on the Exchange
Trading Floor may be directed to Harry Weber 212-656-5157. Questions relating to Guidelines for Exchange
employees may be directed to Louise Quick at 212-656-5826 or Frank Z. Ashen at 212-656- 2277.

Questions relating to Exchange Rule 350 (“Compensation or Gratuities to Employees of Others”) may be
directed to Thora Becker at 212-656-4808, Stephen A. Kasprzak at 212-656-5226 or William Jannace at
212-656-2744.

Salvatore Pallante - Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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December 19, 2002

   New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005

NYSE

Member Firm Regulation

ATTENTION: FLOOR MEMBERS, CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, COMPLIANCE
AND LEGAL DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: REMINDER REGARDING REQUIREMENTS FOR CONDUCTING A PUBLIC BUSINESS ON
THE TRADING FLOOR; FLOOR COMMUNICATIONS

Please see attached Information Memo Number 01-41, dated November 21, 2001, which outlines Exchange
rules and policies with regard to conducting a public business. There have been no modifications to this
Memo; it is being reissued to serve as a general reminder of the important requirements discussed therein.

Any questions regarding this Information Memo may be directed to Stephen A. Kasprzak at (212) 656-5226.

Salvatore Pallante - Executive Vice President

Attachments

INFORMATION MEMO Number 01-41

November 21, 2001

Member Firm Regulation

NYSE

New York Stock Exchange, Inc.

20 Broad Street New York, NY 10005

ATTENTION: FLOOR MEMBERS, CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, COMPLIANCE
AND LEGAL DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: REQUIREMENTS FOR CONDUCTING A PUBLIC BUSINESS ON THE TRADING FLOOR;
FLOOR COMMUNICATIONS

Exchange staff has received inquiries seeking clarification of Exchange requirements for members and
member organizations conducting, or intending to conduct, a public business on the Exchange Floor.
Accepting orders from anyone other than a registered broker-dealer constitutes a public business. The
requirements outlined herein are restatements of existing Exchange rules and policy. Members and
member organizations who anticipate conducting a public business from the Floor should also refer to NYSE
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Information Memos Number 91-25, 93-37, 99-55, 01-02 and 01-18 or contact the Exchange to discuss the
regulatory ramifications of doing so.

Series 7 / 7A Registration, Dual Employment, and “Pork Chop” Arrangements

Any person associated with a member or member organization that conducts a public business (other

than with a “professional customer” 1  ) must pass the Series 7 Examination. A member, or other person
associated with a member or member organization (e.g., trading assistant) who conducts a public business
from the Floor solely with professional customers must pass either the Series 7 or the Series 7A Examination.

All registration candidates must submit a Form U-4 2   and a fingerprint card to Web CRD. Sole proprietors,
or employees thereof, need not be associated with a member organization that is approved to do a public
business to sit for the Series 7 or 7A examinations in anticipation of conducting a public business. Floor
members and associated persons who anticipate taking the Series 7 or 7A in order to conduct a public
business are not required to satify the four month training requirement prescribed under NYSE Rule 345.15
and its Interpretation for general securities registered representative candidates.

A member (e.g., sole proprietor) who is not approved to conduct a public business may become associated
as a part-time registered representative (i.e., Series 7 or 7A qualified) with another member or member
organization (the secondary organization) who is approved to do business with public customers. The
member or member organization employing such part-time registered representative is responsible for
supervising the registered representative's activities performed on its behalf. Accordingly, the customer
accounts of a part-time registered representative must be recorded on the books of the employing
member or member organization and such employing member or member organization is responsible
for knowing the customers pursuant to Rule 405 and for monitoring the activity of the customer
accounts.

Member or member organization employers must bill and receive all commissions generated from the public
business and then may make payment to the registered representative. Registered representatives may not
bill public customers directly.

In all dual employment situations, the primary and secondary employers must file a Form U-4. Each Form
U-4 must reflect all employment associations of the named individual. Compensation paid by the secondary
employer not related to “supervisory” activities may be reflected on either Form W-2 or Form 1099.

Floor employees, such as Trading Assistants, who are party to “pork chop” 3   arrangements are subject to
the requirements outlined above with respect to both registration and supervision.

Requirements for Conducting a Public Business

The following points serve as a general guide.

Members and member organizations that transact business for public customers must:

•Provide for supervision of full-time and part-time registered representatives (see Rule 342) which includes
supervision by a Series 10 (“Branch Office Manager”) Examination qualified individual. If there are four or
more registered persons conducting a public business on the Floor, the Series 10 Examination qualified
individual must be on site.

•Have a qualified Compliance Official 4  . If income generated by the public business of the member or
member organization is greater than $500,000 the Compliance Official must pass the Series 14 Examination
(“Compliance Official Qualification Examination”).

•Have a Series 27 (“Financial and Operations Principal”) or Series 28 (“Introducing Broker-Dealer/Financial
and Operations Principal”) Examination qualified person, as applicable.
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Any person having the status or performing the function of “principal executive officer” must qualify as an

allied member 5  .

•Comply with state registration requirements prescribed for conducting a public business.

•Have an annual audit of financial statements and reports conducted in accordance with the audit
requirements of the Exchange and of the applicable requirements of the Securities and Exchange
Commission by independent public accountants (see NYSE Rule 418).

•Meet capital requirements prescribed for conducting a public business (see SEA Rule 15c3-1).

•Maintain fidelity bond coverage (see NYSE Rule 319).

•Maintain P&S blotters, order tickets, and account documents and make them available for Exchange review
(see SEA Rules 17a-3 and 17a-4 and NYSE Rules 410, 418 and 440).

•File and update organizational documents as required (see NYSE Rules 304, 311, 312 and 313).

•Maintain a current Form BD (see SEA Rule 17a-3(a)(12)(i)(h)).

•File FOCUS PART IIA quarterly (see SEA Rule 17a-5(a)(2)(i)/02 in the NYSE Interpretation Handbook).

•Have an approved carrying agreement under NYSE Rule 382.

•Comply with “Know your Customer” responsibilities (see NYSE Rule 405).

Floor Communications

Members and member organizations are reminded that NYSE Rule 36 (“Communications Between Exchange
and Members' Offices”) states that “[n]o member or member organization shall establish or maintain any
telephonic or electronic communication between the Floor and any other location without the approval of
the Exchange.” Private cell phones, whether used by employees or guests, may not be used on the Trading
Floor. For additional information regarding telephone communication links with the Floor, reference should be
made to NYSE Information Memo Number 87-16.

Further, the only permissible use of wireless data devices on the Floor is through the Exchange's Wireless
Data System program, which has been filed with and approved by the Securities and Exchange Commission.
If you have any questions on this matter, or if you would like copies of the Wireless Data System filings
which contain permissible communication devices, you should call Dennis Covelli at (212) 656-6918 or Dave
Bartges at (212) 656-6834.

Questions regarding this memo may be directed to your Finance Coordinator, or to Stephen A. Kasprzak at
(212) 656-5226.

Salvatore Pallante

Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  A professional customer includes a bank, trust company, insurance company, investment trust, state
or political subdivision thereof, charitable or nonprofit educational institution regulated under the laws
of the United States, or any state, or pension or profit sharing plan subject to ERISA or of an agency
of the United States or of a state or a political subdivision thereof or any person who has, or has under
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management, net tangible assets of at least sixteen million dollars. (NYSE Interpretation Handbook Rule
345.15/02).

2  Uniform Application for Securities Industry Registration or Transfer.
3  "Pork chop" is a Floor term that refers to an arrangement where a Floor employee at a booth answers

the phone, receives an order for, and passes such order to, and is compensated by a Floor broker other
than the registered owner of the booth.

4  See NYSE Rule 342.13.
5  See NYSE Rules 311(b)(5), 304(b), and their Interpretations.
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December 17, 2002

   New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

NYSE

Market Surveillance

TO: ALL MEMBERS, MEMBER ORGANIZATIONS AND CHIEF OPERATING OFFICERS

SUBJECT: NEW IDENTIFICATION CODE/AUDIT TRAIL ACCOUNT TYPE “Q”

The Securities and Exchange Commission has approved the introduction of a new identification code/audit
trail account type, “Q”, to indicate a proprietary trade by a member on the Floor relating to the member's own
error (pursuant to Exchange Rule 134). Account type identifiers are included as part of the audit trail data
reported for each transaction on the Exchange, as required by Exchange Rule 132. The amended list of
“Account Identification Codes” is attached as Exhibit A.

Exchange Rule 134 requires a member or member organization who acquires or assumes a security position
resulting from an error transaction to clear such error transaction in the member's or his or her member
organization's error account, or in the error account established for a group of members. (For a discussion of
Error Transactions, see Information Memos 2002-19 (April 29, 2002), 2002-07 (February 5, 2002), 2002-03
(January 7, 2002), and 2001-38 (November 6, 2001)).

The Exchange is expanding the use of the audit trail account type field to require use of the “Q” identifier to
indicate a trade by a member on the Floor which results in a position being established in the member's error
account prior to submission to comparison. All trades to cover error positions in the member's error account
must be identified as audit trail account type “Q.” This includes error account transactions involving erroneous
reports as to price issued to nonmembers (pursuant to Exchange Rule 411(a)(ii)).

Exchange Rule 123.22 requires members to enter orders executed to offset transactions made in error into
an electronic system (FESC) within 60 seconds of execution. Rule 123(e) prescribes the data elements of
each order that must be recorded in an electronic system. Pursuant to Rule 123(e)(13), the Exchange is
adding the “Q” account type to the list of prescribed data elements.

When a trading error is caused by an order entry error that was made by an upstairs trader or the trader's
customer, the Q account type should not be used. Rather, the related error trade and its liquidation must
carry the correct account type according to the Attachment. For example, an upstairs trader would use the
“P” account type if the upstairs error account is in the name of the firm that is clearing the trade or the “W”
account type if the firm's upstairs error account is not cleared by the same firm. If the order entry error was
made by the trader's customer, the correct customer account type is to be used.

This audit trail account type will facilitate the surveillance and review of error transactions.

Members and member organizations may use the new codes starting December 16, 2002. Members and
member organizations must use the new codes starting February 3, 2003.

For previous information memos on account type identifiers, see 96-36 (December 5, 1996), 93-7 (March 4,
1993) and 92-34 (November 13, 1992).
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Questions concerning the subject matter of this Information Memo may be addressed to Margo Hassan at
(212) 656-2282 or Rohan Prashad at (212) 656-6772.

Regina C. Mysliwiec - Senior Vice President

Attachments

Exhibit A

ACCOUNT IDENTIFICATION CODES

Additions underlined

                                                                           Competing

                   Program    Program                                      Market-

                   Trade      Trade                   Competing            Maker

                   Index      Non-Index   All Other   Market-     Short    Short

                   Arbitage   Arbitage    Orders      Maker       Exempt   Exempt

Member/Member

Organization:

 --Proprietary       D           C           P          O           E         L

 --

Member's                                  Q

   

Proprieraty
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Error Trade

 --As agent for      M           N           W          T           F         X

   other member

Customer:

 --Individual        J           K           I          --          H         --

 --Other Agency      U           Y           A          R           B         Z

DEFINITIONS

Member/Member Organization, Proprietary: a member/member organization trading for its own account.

Member/Member Organization, As Agent for Other Member: a member or member organization trading as
agent for the account of another member or member organization.

Member's Proprietary Error Trade: a trade by a member on the Floor which results in a position being
established in the member's error account, or which involves the liquidation of a position in the member's
error account.

Program Trade, Index Arbitrage: the purchase or sale of “baskets” or groups of stocks in conjunction with the
intended purchase or sale of one or more cash-settled options or futures contracts in an attempt to profit by
the price difference, as defined in Rule 80A.

Program Trade, non-Index Arbitrage: a trading strategy involving the related purchase or sale of a group of 15
or more stocks having a total market value of $1 million or more, as defined in Rule 80A.

Competing Market-Maker: any person acting as a market-maker, as defined in Section 3(a)(38) of the
Securities Exchange Act of 1934, in a New York Stock Exchange traded security. A person acting solely in
the capacity of a block positioner would not be considered to be a competing market-maker.

Proprietary, Competing Market-Maker: a member or member organization trading for its own competing
market-maker account.

As Agent for Other Member, Competing Market-Maker: a member or member organization trading as agent
for another member's competing market-maker account.

Other Agency, Competing Market-Maker: a member or member organization trading as agent for the account
of a non-member competing market-maker.

Individual (80A): an account for an individual as defined by Rule 80A.

Other Agency: any other non-member or non-member organization.

Short Exempt: short sale transactions that are exempt from the provisions of SEC Rule 10a-1 or Exchange
Rule 440B pursuant to an applicable provision of paragraph (e) of Rule 10a-1.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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December 16, 2002

   New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005

NYSE

Member Firm Regulation

ATTENTION: COMPLIANCE, LEGAL, REGISTRATION AND TRAINING DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: TEMPORARY MORATORIUM ON INFORMATION REQUESTS UNDER SECTION 314 OF THE
USA PATRIOT ACT

On November 19, 2002, the Department of the Treasury and its bureau the Financial Crimes Enforcement
Network (FinCEN) advised associations representing major financial institutions of a temporary moratorium
on new information requests as well as compliance with current information requests that have been recently
issued under Section 314 of the USA PATRIOT Act of 2001. On November 26, 2002, the federal bank

regulatory agencies issued a Joint Agency Notice (the “Notice”) that addresses Section 314. 1 

Background

Section 314 of the PATRIOT Act authorizes law enforcement to establish a mechanism to communicate with
financial institutions to request information about suspected money laundering and terrorist financing. Section
314 also allows financial institutions to share information among themselves regarding these activities.
On September 26, 2002, the final rule implementing Section 314 became effective and is now part of the

Treasury Department's Bank Secrecy Act regulations. 2   Among other things, the final rule established a
process through which law enforcement can communicate with financial institutions, including broker/dealers,
in order to request information regarding those suspected of engaging in money laundering or terrorist
activities so that any accounts and transactions involving these individuals or entities can be promptly located.
On November 4, 2002, FinCEN began issuing information requests pursuant to this new authority.

Temporary Moratorium on Information Requests 3 

Since FinCEN began issuing these information requests (as described more fully in the bank regulators'
Notice), some financial institutions have advised their regulators and FinCEN of a number of logistical
issues and questions regarding compliance with the requests. In an effort to respond to and resolve these
issues and concerns and to ensure that the most effective communication systems are in place between the
government and the financial institutions, FinCEN has issued a temporary moratorium on new information
requests and on responding to prior requests. The Exchange understands that during the moratorium,
FinCEN, in consultation with the federal financial regulators, will develop new guidance concerning future
requests. Firms will be advised of both the lifting of the brief moratorium and the new guidance regarding the
Section 314 information request process. Members and member organizations should monitor the Treasury
and FinCEN websites for this guidance.
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FinCEN has advised the federal financial regulators that, in the event of a threat to national security or other
emergency, it reserves the right to take necessary steps, including immediate reinstatement of the Section
314 information request process.

Anti-Money Laundering Compliance Officer Contact Information

Up-to-date contact information is essential to ensure that appropriate persons receive important
communications including the information requests made on behalf of law enforcement agencies by FinCEN.

Accordingly, members and member organizations are reminded of their obligation, per NYSE Rule 445
(“Anti-Money Laundering Compliance Program”), to provide to the Exchange a designated Contact Person

or Persons primarily responsible for their AML Program. 4   AML Contact Persons are to be identified to
the Exchange by name, title, mailing address, e-mail address, telephone number, and facsimile number.
Further, members and member organizations are reminded of their ongoing obligation to maintain a current

Membership Profile via updates submitted to the Exchange through the Electronic Filing Platform. 5 

Questions regarding this Memo may be directed to Stephen Kasprzak at (212) 656-5226.

Salvatore Pallante Executive Vice President

Attachments

Exhibit A

Board of Governors of the Federal Reserve System

Federal Deposit Insurance Corporation

Office of the Comptroller of the Currency

Office of Thrift Supervision

National Credit Union Administration

November 26, 2002

Joint Agency Notice Treasury Issues Moratorium on Section 314(a) Information Requests

To All Banks, Savings Associations, and Credit Unions:

This Notice addresses two matters associated with section 314 of the USA PATRIOT Act as described below.
Generally, section 314 authorizes law enforcement authorities to communicate with banking organizations
and others about suspected money launderers and terrorists, and banking organizations to communicate
amongst themselves about such matters.

Moratorium on Section 314(a) Information Requests

On September 18, 2002, the U.S. Department of Treasury's Financial Crimes Enforcement Network (FinCEN)
issued a Final Rule implementing section 314 of the USA PATRIOT Act. The Final Rule became effective on
September 26, 2002 and is now part of Treasury's Bank Secrecy Act regulations, which are found at 31 CFR
Part 103. The Final Rule, among other things, established a mechanism for law enforcement authorities to
communicate names of suspected terrorists and money launderers to financial institutions in order to promptly
locate accounts and transactions involving the suspects.

On November 4, 2002, FinCEN, based on the authority in section 314(a) and the Final Rule, sent its first
request for information to financial institutions throughout the United States. FinCEN has since sent several
other requests. Significant and useful information has been provided to law enforcement in response to its
requests. This has included information about various types of transactions and accounts involving persons
suspected of involvement in terrorist financing and money laundering, including those who used multiple
institutions in several different geographic locations.
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Financial institutions and their trade associations have notified the federal supervisory agencies and FinCEN
about a number of logistical issues and questions with regard to the information request process instituted by
FinCEN. In order to address these concerns and to ensure the most effective government-financial industry
coordination possible, FinCEN, in coordination with relevant law enforcement agencies, has put into place a
brief moratorium on new information requests and compliance with existing requests. During the moratorium,
FinCEN, in consultation with the federal financial institution supervisory agencies, will develop additional
guidance concerning section 314(a) information requests. You will be advised once this brief moratorium is
lifted. At that time, you will also receive further guidance about the 314(a) information request process.

Notwithstanding the moratorium, FinCEN has advised the federal financial institutions supervisory agencies
that it reserves the right to take such steps as are necessary, including the reinstatement of the section
314(a) information request process, in the event of an immediate threat to national security or other
emergency.

The “Control List” and Section 314(a) Information Requests

FinCEN has advised the federal financial supervisory agencies that the FBI will discontinue the use of the
“Control List” and instead will use the section 314(a) process to communicate with banking organizations and
others about individuals and entities who are suspected of engaging in terrorist financing activities.

It is imperative that your bank, savings association or credit union be included in the contact list that FinCEN
uses to communicate about suspected money launderers and terrorists. In developing its contact list, FinCEN
decided to use the information that was provided in order to distribute the “Control List” and this information
may have to be updated or enhanced. Accordingly, if your financial institution has not received any requests
from FinCEN via e-mail or facsimile since November 4, 2002 (when FinCEN distributed its first section 314(a)
information request), you should contact your primary federal supervisory agency to be added to FinCEN's
contact list. The following information must be provided: financial institution name and charter number or
other identifier; point of contact name and title, mailing (street number, P.O. box, city, state and zip code) and
e-mail addresses; and telephone and facsimile numbers.

You may contact the following representatives from the federal financial institutions supervisory agencies and
FinCEN to provide section 314(a) contact information or if you have any questions:

Board of Governors of the Federal Reserve System

Contact information:

e-mail: patriotact@frb.gov

fax: (202) 736-5641

Questions:

telephone: Laurie A. Bender, Senior Special Anti-Money Laundering Examiner at (202)

452-3794, or Pamela J. Johnson, Senior Anti-Money Laundering Coordinator at (202)
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728-5829

Federal Deposit Insurance Corporation

Contact information:

e-mail: fdicadvisory@fdic.gov

fax: (202) 898-3627

Questions:

telephone: Special Activities Section at (202) 898-6750

Office of the Comptroller of the Currency

Contact information:

e-mail: nationalbankinfo@occ.treas.gov

fax: (202) 874-5301

Questions:

telephone: Brian C. McCormally, Director, or Robert S. Pasley, Assistant Director,

Enforcement and Compliance Division at (202) 874-4800

Office of Thrift Supervision

Contact information:
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e-mail: usap.contact@ots.treas.gov

fax: (202) 906-6326

Questions:

telephone: John J. Davidson, Senior Project Manager at (202) 906-6012

National Credit Union Administration

Contact information:

e-mail: 

www.ncua.gov/cuaddress

fax: (703) 518-6569

Questions:

telephone: John K. Ianno, Senior Trial Attorney at (703) 518-6540

Financial Crimes Enforcement Network (FinCEN)

Contact information:

e-mail: sys314a@fincen.treas.gov

fax: (703) 905-3660

Questions:
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telephone: FinCEN Regulatory Helpline at 1-800-949-2732

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See "Exhibit A" or http://www.fincen.gov/314amoratorium.pdf.
2  31 C.F.R. Part 103.
3  After the September 11, 2001 terrorist attacks, the Federal Bureau of Investigation (FBI) and other law

enforcement agencies established a list of individuals and entities about whom information was sought
from financial institutions regarding transactions or relationships with the named entities or individuals.
The list was designated as the "Control List." The Notice indicates that FinCEN has advised the federal
financial regulators that the FBI will discontinue use of the "Control List" as a means of communicating
information requests and will instead rely on the Section 314(a) process in the future.

4  See NYSE Information Memo Number 02-21 dated May 6, 2002.
5  See NYSE Information Memo Number 02-41 dated August 30, 2002.
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December 10, 2002

   New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

NYSE

Market Surveillance

TO: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, CHIEF OPERATIONS OFFICER,
OPERATIONS PARTNER AND LEGAL AND COMPLIANCE DEPT

SUBJECT: ELECTRONIC FILING PLATFORM FOR RULE 410B SUBMISSIONS

The Exchange issued Information Memo Number 02-47, dated November 5, 2002, pertaining to the
Electronic Filing Platform (“EFP”) for Rule 410B submissions.

The effective date for the start-up of the EFP application has been changed to January 2, 2003. Testing of
the application by registered firms will continue until December 27, 2002. All other information in Information
Memo 02-47 remains the same.

Regina C. Mysliwiec - Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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December 2, 2002

   New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

NYSE

Market Surveillance

TO: ALL MEMBERS, MEMBER ORGANIZATIONS AND CHIEF OPERATING OFFICERS

SUBJECT: RULE 97 - LIMITATION OF MEMBERS' TRADING BECAUSE OF BLOCK POSITIONING

The Securities and Exchange Commission has approved amendments to NYSE Rule 97 to narrow
restrictions to a shorter end-of-day period, to provide an exception in the case of certain effective internal
information barriers, and to provide an additional exception relating to hedging the market risk of a position
that is economically equivalent to a short position in the stock.

Rule 97 pertains to transactions that could advantage a position acquired by a block positioner that was
acquired during that day. The amended rule permits internal information barriers to shield a person entering
proprietary orders in a stock from the knowledge that the firm has a block position in that stock.

Exchange Rule 97 prohibits a member organization that holds any part of a long position in a stock in its
trading account resulting from a block transaction it effected with a customer from purchasing, for an account
in which it (i.e., the block positioning firm) has a direct or indirect interest, additional shares of such stock on
a “plus” or “zero plus” tick under certain conditions for the remainder of the trading day. The Rule defines
a “block” as a quantity of stock having a market value of $500,000 or more. Rule 97 is intended to address
concerns that a member organization might engage in manipulative practices by attempting to “mark-up”
the price of a stock to enable the member organization to liquidate a position it acquired during a block
transaction it effected with a customer at a profit, or to maintain the market at the price at which the position
was acquired.

Rule 97 applies to transactions on the Floor, regardless of where the member organization acquired
the initial block position.

The Exchange has amended the Rule in three significant respects. In the first, the focus of the Rule will be
on transactions executed near the end of the trading day that could advantage a position acquired by a block
positioner by being executed at a higher price than the lowest price at which a block was acquired during that
day. Amended Rule 97 will apply only during the last twenty minutes of the trading day, rather than, as
under the current rule, the remainder of the trading day following acquisition of the block position.

It is important to note that while the amendments to Rule 97 would limit the strict “tick” restriction to the most
sensitive part of the trading day, members and member organizations remain subject to the anti-manipulative
provisions of the Securities Exchange Act of 1934 (“the Exchange Act”) and Exchange Rules at all times
during the trading day.

The second significant amendment provides that if a member organization establishes internal information
barriers to shield a person entering proprietary orders in a stock from the knowledge that the firm has a block
position in that stock, the restrictions in Rule 97 will not apply to the person entering such proprietary order.
This is similar to the approach taken with respect to Exchange Rule 92, which provides that the proscriptions
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against trading ahead of customer orders shall not apply if internal information barriers shield a person
entering a proprietary order from knowledge of any particular customer order executable at the same price.

Prior to the amendment, paragraph (b) provided exceptions to the rule for purchases involving bona fide
arbitrage or trading in companies involved in a publicly announced merger, acquisition, consolidation or
tender offer; to offset error transactions; to facilitate the conversion of options; for transactions by specialists
in their specialty stocks; to facilitate the sale of a block of stock or a basket of stocks by a customer; to
facilitate an existing customer order for the purchase of a block of stock or a stock in a basket of stocks or a
stock being added to or reweighted in an index at or after the close of trading on the Exchange; or to increase
a proprietary position in a stock which is being added to or increasing its weight in a publicly disseminated
index, provided that the transactions in the aggregate do not exceed the number of shares required to
facilitate the customer's purchase of such stock after the close or exceed the number of shares required to
rebalance the portfolios.

The Exchange has added an additional exception to Rule 97 for purchases which offset all or part of the
market risk of a position that is economically equivalent to a short position in the stock, provided that such
position was established as the result of facilitating a customer's order. Examples of positions that would be
deemed to be economically equivalent to a short position in the stock include a long put option or a short
position in a call option, warrant, right or convertible or exchangeable securities. The number of shares
purchased to hedge the short position must be commensurate with the number of shares required to hedge
such position when it is netted with any long position in the stock.

Assume, for example, that on July 1, a member organization sold short to a customer a security which is
convertible into 100,000 shares of common stock. Thereafter, it facilitates a block transaction for another
customer by buying 40,000 shares of the same common stock for the member organization's proprietary
account. On the same day, it seeks to hedge its remaining short exposure in the convertible security by
buying 60,000 shares of the common stock. Since the member organization has acquired a long facilitation
position (i.e., the 40,000 share purchase), it must now calculate whether it is long for purposes of Rule 97. If
it determines that it is not long, but rather short, it would fall within the new exception to Rule 97 for hedging a
short position since the hedge being created offsets the risk of a position acquired in the course of facilitating
a customer's order and the hedge is “clearly related” to the completion of the transaction precipitating the

hedge 1   (the short position).

If, on the other hand, the firm determines it is long for purposes of Rule 97, the firm would not be able to
effect within twenty minutes of the close of trading on the Exchange a purchase on a “plus” tick in the security
at a price higher than the lowest price at which any block was acquired in a previous transaction on July 1,
provided that the person responsible for the entry of such order to purchase the security had knowledge of

the block position. 2 

The Exchange is also replacing the term “trading account” in paragraph (a) of the Rule with “proprietary
account” so as to clarify that the Rule's restrictions may apply regardless of where the long facilitation position
is placed, e.g., a facilitation account or a trading account.

Questions concerning this memorandum may be addressed to John Kroog, Director, on 212-656- 6532 or Jeff
Rosenstrock, Senior Special Counsel, on 212-656-5499.

Regina C. Mysliwiec - Senior Vice President

Attachments

EXHIBIT A

Additions single underscored - Deletions [bracketed]

Limitation on Members' Trading Because of Block Positioning
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Rule 97 (a) When a member organization holds any part of a long position in a stock in [its trading] a
proprietary account resulting from a block transaction it effected with a customer, such member organization
may not effect within twenty minutes of the close of trading on the Exchange a purchase on a “plus”tick in
such stock at a price higher than the lowest price at which any block was acquired in a previous transaction
on that day [the following transactions] for any account in which it has a direct or indirect interest [for the
remainder of the trading day on which it acquired such position,] if the person responsible for the entry of
such order to purchase such stock has knowledge of such block position. [:]

A member, allied member, or an employee of a member organization responsible for entering proprietary
orders shall be presumed to have knowledge of a particular block position unless the member organization
has implemented a reasonable system of internal policies and procedures to prevent the misuse of
information about block positions by those responsible for entering such proprietary orders.

[(i) a purchase on a “plus”tick if such purchase would result in a new daily high;

(ii) a purchase on a “plus”tick within one-half hour of the close;

(iii) a purchase on a “plus”tick at a price higher than the lowest price at which any block was acquired in a
previous transaction on that day; or

(iv) a purchase on a “zero plus”tick of more than 50% of the stock offered at a price higher than the lowest
price at which any block was acquired in a previous transaction on that day.]

For purposes of [the restrictions in subparagraphs (iii) and (iv) above] this rule, in the case where more than
one block was acquired during the day, the lowest price of any such block will be the governing price.

******

(b) The provisions of paragraph (a) shall not apply to transactions made:

(1) for bona fide arbitrage or to engage in the purchase and sale, or sale and purchase of securities of
companies involved in publicly announced merger, acquisition, consolidation, tender, etc.;

(2) to offset a transaction made in error;

(3) to facilitate the conversion of options;

(4) by specialists in the stocks in which they are registered;

(5) to facilitate the sale of a block of stock or a basket of stocks by a customer;

(6) to facilitate an existing customer's order for the purchase of a block of stock, or a specific stock within a
basket of stocks, or a stock which is being added to or reweighted in an index, at or after the close of trading
on the Exchange, provided that the facilitating transactions are recorded as such and the transactions in the
aggregate do not exceed the number of shares required to facilitate the customer's order for such stock; [or]

(7) due to a stock's addition to an index or an increase in a stock's weight in an index, provided that the
transactions in the aggregate do not exceed the number of shares required to rebalance the index portfolio[.]
or;

(8) to hedge a position that is economically equivalent to a short stock position, provided that (i) the creation
of the hedge, whether through one or more transactions, occurs so close in time to the completion of the
transaction precipitating such hedge that the hedge is clearly related; (ii) the risk to be offset is the result
of a position acquired in the course of facilitating a customer's order, and (iii) the size of the hedge is
commensurate with the number of shares required to hedge such position when netted with any long position
in the stock.

Supplementary Material:

.10 Definitions.-A block positioner is a member organization which engages, either regularly or on an
intermittent basis, in a course of business of acquiring positions to facilitate the handling of customers' orders
on the Floor of the Exchange. For the purposes of this Rule, a block shall mean a quantity of stock having a
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market value of $500,000 or more which is acquired by a member organization on its own behalf and/or for
others from one or more buyers or sellers in a single transaction.

For purposes of this Rule, a “basket of stocks”shall mean a group of 15 or more stocks having a total market
value of $1 million or more.

For purposes of this Rule, an “index”shall mean a publicly disseminated statistical composite measure based
on the price or market value of the component stocks in a group of stocks.

.20 Block positioners required to be registered.-No member organization shall engage in a course of
business as a block positioner unless the Exchange has approved of its so acting and has not withdrawn
such approval.

.30 Net capital requirement.-A member organization which applies to be registered as a block positioner is
required to have and maintain a minimum net capital requirement as defined in Rule 325 of the Exchange of
$1,000,000.

.40 Reports by block positioners.-Upon request of the Exchange a member organization registered with the
Exchange as a block positioner shall file a report on Form 97 covering transactions effected on the Floor of
the Exchange in connection with block positioning during the period specified in the request. This report is to
be sent to Market Surveillance Services, 11 Wall Street, 11th Floor, promptly as possible but no later than the
close of business on the date in which the report is requested to be filed.

.50 Basket Transactions-See paragraph (c)(iv) of Rule 800 (Basket Trading: Applicability and Definitions) in
respect of the inapplicability of this Rule to long stock positions resulting from basket transactions.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  A hedge is deemed to be "clearly related" to the transaction precipitating the hedge if either the first
or last transaction comprising the hedge is executed on the same trade date as the transaction that
precipitates such hedge. Thus, the initiation of the hedge should be reasonably proximate to the
transaction precipitating the hedge, but the member organization is not strictly required to complete the
hedge on the same date as the precipitating transaction. The Exchange intends the hedge exemption
to be constructed narrowly and that the hedge transaction will be proximate in time to the precipitating
transaction.

2  Under Rule 97, a member, allied member, or an employee of a member organization responsible for
entering proprietary orders shall be presumed to have knowledge of a particular block position unless
the member organization has implemented a reasonable system of internal policies and procedures
to prevent the misuse of information about block positions by those responsible for entering such
proprietary orders.
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November 29, 2002

   New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005

NYSE

Member Firm Regulation

ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, RESEARCH, COMPLIANCE,
LEGAL, AND INVESTMENT BANKING DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: RULE 472 - DISCLOSURE AND REPORTING REQUIREMENTS

This is a follow-up to Information Memo Nos. 02-24, dated May 20, 2002, 02-26, dated June 26, 2002,
and 02-30, dated July 9, 2002. On November 7, 2002, the New York Stock Exchange, Inc. (“NYSE” or the
“Exchange”) filed with the Securities and Exchange Commission (“SEC” or the “Commission”) for immediate
effectiveness a rule change to extend the effective date for certain provisions of NYSE Rule 472 from

November 6, 2002 to May 5, 2003. 1 

Background

On May 10, 2002, the SEC approved amendments to NYSE Rules 351 (“Reporting Requirements”) and
472 (“Communications with the Public”), which place prohibitions and/or restrictions on Investment Banking
Department, Research Department and Subject Company relationships and communications and impose

new disclosure requirements on members and member organizations and their associated persons. 2 

At the same time, the Commission also approved a staggered implementation plan for the Rules (see
Information Memo No. 02-24, dated May 20, 2002). Most provisions of the Rules became effective on July 9,
2002, including those that restrict supervision and control of associated persons by the Investment Banking
Department and those that require disclosure of investment banking compensation received from a subject
company. Rule 472(b)(1), (2) and (3) (the “gatekeeper” provisions), which are the subject of the current
amendment and are described below, became effective September 9, 2002.

On July 9, 2002, the Exchange filed (as did the NASD in a separate filing), for immediate effectiveness, a

proposed rule change 3   that established November 6, 2002 as the effective date for certain provisions of
Rule 472. Specifically, November 6, 2002 was established as the effective date for Rule 472(b)(1), (2) and (3)
(gatekeeper provisions) for certain members or member organizations.

Delayed Effective Date for Small Firms

This current rule change, subject to certain conditions described below, extends from November 6, 2002 to
May 5, 2003, the effective date for Rule 472(b)(1), (2) and (3) for members or member organizations that over
the previous three years, on average, have participated in 10 or fewer investment banking transactions as
manager or co-manager and generated $5 million or less in gross investment banking revenues from those
transactions.
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Rule 472(b)(1), (2) and (3) prohibits associated persons, as defined in Rule 472.40, from being subject to
the supervision or control of any employees of a member's or member organization's Investment Banking
Department, and requires legal or compliance personnel to intermediate certain communications between the
Research Department and either the Investment Banking Department or the company that is the subject of a
research report by the Research Department.

Those members or member organizations that meet the eligibility requirements outlined above for the delayed
implementation date and who determine to delay implementation, will be required to disclose in research
reports that they are delaying implementation of this Rule provision until May 5, 2003. Further, members and
member organizations are required to maintain records of communications that would otherwise be subject to
the gatekeeper provisions of Rules 472(b)(2)(i) and (ii).

Questions regarding this Memo may be directed to William Jannace at (212)-656-2744 or Mary Anne Furlong
at (212)-656-4823.

Salvatore Pallante - Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See SR-NYSE-2002-60; effective November 8, 2002.
2  See Securities Exchange Act Release No. 45908 (May 10, 2002); 67 FR 34968 (May 16, 2002); SR-

NYSE-2002-09.
3  See Securities Exchange Act Release No. 46182 (July 11, 2002); 67 FR 47013 (July 17, 2002); SR-

NYSE-2002-23.
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November 26, 2002

   New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005

NYSE

Member Firm Regulation

ATTENTION: CHIEF OPERATIONS OFFICER, CHIEF ADMINISTRATIVE OFFICER, REGISTRATION,
LEGAL AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

FROM: ENHANCEMENTS TO THE ELECTRONIC FILING PLATFORM (EFP) BRANCH OFFICE
APPLICATION SYSTEM

THIS MEMORANDUM MAY REQUIRE ACTION BY MEMBERS AND MEMBER ORGANIZATIONS

Since June 1, 2000, members and member organizations have been using the EFP to electronically file the

Branch Office Application to request approval for a new branch office. 1   However, notification of address
relocations, branch closings, and changes in space sharing arrangements for existing offices have continued
to be submitted to the Exchange only in written form.

The Exchange has made enhancements to its EFP Branch Office Application so that members and member
organizations can electronically submit notification to the Exchange of certain changes in its branch offices.
Accordingly, members and member organizations will be required to notify the Exchange, via the EFP
Branch Office Application, of the following changes to the branch office application:

• Branch Office Closings

• Relocations

• Change in the (onsite) Person-In-Charge

• Change in the (offsite) Person-In-Charge

• Change in the Branch Code Number 2 

• Change in Space Sharing Arrangements

Members' and member organizations' systems will be upgraded to allow all of the required information
through the enhanced EFP Branch Office Application starting December 3, 2002.

To facilitate this upgrade, members and member organizations will be contacted by the Qualifications and
Registrations Department (“Q&R”) to provide a list of its branch offices for reconciliation with Exchange
records. The list must be in Excel and include specific data fields that will be provided when contacted by
Q&R. The list should include the member's or member organization's Main Office address with an identifier for
the Main Office.

During the reconciliation process, the EFP Branch Office Application may be shut down for up to a two-week
period, with no new applications accepted or processed during that time (including hard copy applications).
Once the reconciliation has been completed, access to the upgraded EFP Branch Office Application will be
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activated and members and member organizations will be able to submit new applications, as well as submit
the required changes to existing office applications.

The EFP Branch Office Application upgrade will allow interface with the Exchange's Controller's Department
for billing purposes. The EFP Branch Office Application will be the only way the Exchange will accept
notification of relocations and branch office closings for any purpose (including billing). Accordingly, it
becomes extremely important that the system be up to date and accurate.

In addition, any correspondence to the Exchange regarding branch offices including quarterly 351(d)
complaint filings, must correlate to the branch office code in the EFP Branch Office Application system.

Updated instructions will be available electronically once the upgraded EFP Branch Office Application has
been activated at your organization.

Questions concerning the EFP Branch Office Application may be directed to Evelyn Pena at (212) 656-5211
or Peggy Germino at (212) 656-8450.

Salvatore Pallante - Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Information Memorandum No. 00-10, dated April 28, 2000.
2  The branch code number must be an alphanumeric code up to fifteen characters and must be unique for

each location. This code must be used for all correspondence and transmissions to the Exchange (e.g.,
NYSE Rule 351(d) complaints, RE-3 forms, and so on) relating to this branch office.
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November 21, 2002

   New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

NYSE

Arbitration

ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: WAIVER OF CALIFORNIA ETHICS STANDARDS FOR NEUTRAL ARBITRATORS

The Securities and Excahnge Commission, on November 12, 2002, approved, on a six-month pilot basis, an
amendment to New York Stock Exchange, Inc. Arbitration Rules relating to a waiver of the California Ethics
Standards for Neutral Arbitrators. The amendment is summarized below and the text of the amended rule
language is attached as Exhibit A.

In September 2001, the California State Legislature passed legislation directing the Judicial Council of
California, the administrative arm of the state court system, to establish ethical standards for neutral
arbitrators. The Judicial Council adopted a set of arbitration standards that became effective on July 1, 2002
(the “California Arbitration Standards”) .

Among other things, the California Arbitration Standards impose specific disclosure obligations on arbitrators,
permit pre-hearing applications for arbitrator disqualification and create a vacatur remedy for an arbitrator's
failure to make the required disclosures - without any finding of partiality. These unnecessary and onerous
disclosure obligations and procedures conflict with the nationally-applicable protections of the NYSE and the
National Association of Securities Dealers (“NASD”) against bias and encourage collateral and post-award
attack on NYSE and NASD arbitrations. They raise the specter of each of 50 states purporting to apply its
own scheme for regulating NYSE and NASD arbitrations that conflicts with the schemes of other states and
with the uniform, national program that the Securities and Exchange Commission (“SEC”) oversees.

The NYSE and NASD, supported by the SEC, requested the California legislature to exempt their arbitrations
from the California Arbitration Standards. The legislature declined. Thus, on July 1, the NYSE and NASD
ceased appointing new arbitrators for cases pending in California. Cases in which arbitrators were already
appointed are proceeding in their normal course.

On July 22, the NYSE joined the NASD in filing a suit seeking a judgment in Federal Court in California
declaring the California Arbitration Standards inapplicable to their arbitrations. The SEC, which has filed an
amicus brief in support of the NYSE and NASD motion for a declaratory judgment, requested that the NYSE
and NASD provide California investors with an in-state means of resolving arbitrable disputes.

To that end, in addition to continuing to offer customers in California mediation and hearings in adjacent
states, we amended Rule 600 to offer California investors hearings in California upon their waiver of the
California Arbitration Standards. In offering this option, we will provide customers with a copy of the California
Standards and a notice explaining that, by waiving application of the California Arbitration Standards, they are
confirming their agreement to arbitrate pursuant to our rules, including our rules' protections against biased
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arbitrators. The notice will also explain that the waiver seeks to protect their arbitrations from the collateral
and post-award attack that the California Arbitration Standards encourage.

Frank Z. Ashen - Executive Vice President

Attachments

EXHIBIT A

Text Rule Change

Additions underscored - Deletions [bracketed]

NYSE Constitution and Rules

* * * *

Rule 600. Arbitration

* * * *

(g) This paragraph applies to the Ethics Standards for Neutral Arbitrators in Contractual Arbitrations
promulgated by the Judicial Council of California (the “California Standards”), which, were they to have effect
in connection with arbitrations conducted pursuant to this Code, would conflict with this Code.

In light of this conflict, the affected customer(s) or an associated person of a member or member organization
who asserts a claim against the member or member organization with which she or he is associated may

• Request the Director to appoint arbitrators and schedule a hearing outside California, or

• Waive the California Standards and request the Director to appoint arbitrators and schedule a hearing in
California. A written waiver by a customer or associated person who asserts a claim against the member
or member organization with which he or she is associated on a form provided by the Director of Arbitration
under this Code shall also constitute and operate as a waiver for all other parties to the arbitration who are
members, allied members, member organizations, and/or associated persons of a member or member
organization.

EXHIBIT B1

[Case Caption] [NYSE Docket Number]

CONFIRMATION OF APPLICABILITY OF NYSE RULES; WAIVER AGREEMENT AND RELEASE

CONSULT WITH YOUR ATTORNEY BEFORE SIGNING THIS WAIVER AGREEMENT AND RELEASE

The undersigned party hereby confirms its agreement that this arbitration shall be governed by the
Constitution and Rules of the New York Stock Exchange, Inc. (“Exchange Rules”), as evidenced by the
Uniform Submission Agreement executed in the above entitled matter. The undersigned party agrees that
Exchange Rules, specifically but not limited to Rule 607 (“Designation of Arbitrators”), Rule 608 (“Notice of
Selection of Arbitrators”), Rule 609 (“Peremptory Challenges”), Rule 610 (“Disclosure of Arbitrators”), Rule
611 (“Disqualification or Other Disability of Arbitrators”), and/or The Voluntary Supplemental Procedures
for Selecting Arbitrators and the Guidelines for Classification of Arbitrators, and not any provision of the
Ethics Standards for Neutral Arbitrators in Contractual Arbitration (“California Standards”), will apply in this
arbitration. The California Standards shall have no effect on or application to any aspect of this arbitration,
including without limitation any proceedings to obtain judicial review or enforcement of any award in this
arbitration.

The undersigned party accepts the disclosures by arbitrators required under the Exchange Rules as fair
and fully sufficient for purposes of exercising any peremptory or for cause challenges in this arbitration,
notwithstanding the fact that such disclosures may be different from those required by the California
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Standards. The undersigned party accepts that the Director of Arbitration appoints all arbitrators under the
Exchange Rules and that Exchange Rule 610(d) vests the authority in the Director of Arbitration, prior to the
first hearing, to disqualify an arbitrator. The California Standards purport to grant the parties authority to seek
to disqualify an arbitrator based solely upon a disclosure or lack thereof regardless of its actual bearing on
the arbitrator's ability to impartially hear and decide a matter. In recognition of these and other differences
between the Exchange Rules and the California Standards, the undersigned party hereby expressly waives
any and all rights, obligations, claims, defenses, and/or benefits that the California Standards purport to
confer in this arbitration; expressly agrees that she/he will not seek to enforce any rights, obligations, claims,
defenses, and/or benefits or claim any remedies under or pursuant to the California Standards in any court,
proceeding or forum in any matter relating to this arbitration; and expressly and irrevocably waives and
releases any rights, obligations, claims, and/or defenses that she/he could assert against the NYSE or the
arbitrators based on the California Standards if the California Standards could lawfully apply in connection
with this arbitration or any proceedings relating to it.

In addition, and without limiting in any way the scope of the waiver and release set forth herein, the
undersigned party specifically agrees not to assert, in any forum whatsoever and at any time whatsoever,
that non-compliance with the California Standards is a basis for challenging the qualification of any arbitrator
appointed by the Director of Arbitration or the validity of any arbitration award. The undersigned party also
specifically agrees not to seek any relief against NYSE, the Director of Arbitration, or any arbitrator for any
alleged failure to comply with the California Standards.

Pursuant to NYSE Rule 600(g), the undersigned party's execution of this waiver constitutes and operates as
a waiver by any other party who is a member, allied member, member organization, employee of a member
or member organization, and/or associated person (“other parties”). The undersigned party acknowledges
that the other parties to this arbitration are relying on execution of this waiver and release in proceeding with
this arbitration. The undersigned party acknowledges that monetary damages could not compensate for a
breach of this waiver and release and that injunctive and/or declaratory relief is appropriate for any breach of
this waiver and release.

The undersigned party understands and acknowledges that this waiver and release applies to and includes all
unknown or unsuspected consequences or results arising from or relating to waiver and release of any and all
rights relating to the California Standards in connection with this arbitration. The undersigned party represents
and warrants that she/he has read the contents of California Civil Code section 1542, which provides as
follows:

A general release does not extend to claims which the creditor does not know or suspect to exist in his favor
at the time of executing the release, which if known by him must have materially affected this settlement with
the debtor.

THE UNDERSIGNED PARTY EXPRESSLY WAIVES ANY AND ALL RIGHTS AND BENEFITS UNDER
CALIFORNIA CIVIL CODE SECTION 1542.

Customer (Associated Person) ____________________

Counsel for Customer (Associated Person) ____________________

Date: ____________________

EXHIBIT B2

Notice to California Investors in Arbitration under NYSE Rules

This notice is designed to update you about important developments concerning securities arbitration in
California, and to inform you of options you may choose to move your claim forward.

The New York Stock Exchange, Inc. (NYSE) ceased appointing arbitrators to arbitrations in California as
of July 1, 2002. We took this action due to the purported application of California's Ethics Standards for
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Neutral Arbitrators in Contractual Arbitration (“California Standards”) (copy attached) to NYSE arbitrations and
arbitrators.

The NYSE and NASD Dispute Resolution, Inc. (NASD) have brought an action in federal court seeking a
declaration that the California Standards do not apply to our arbitrations or arbitrators. We took this action
because the California Standards conflict with our rules and threaten the consistent application of our uniform,
national securities arbitration system that is regulated by the U.S. Securities and Exchange Commission
(SEC). Our Rules provide for detailed disclosure requirements for arbitrators and are designed to ensure
that disputes are decided by unbiased arbitrators. We also believe that the California Standards threaten
arbitration by subjecting arbitrations to attack by a party who, alleging noncompliance with the standards,
seeks a court order to disqualify an arbitrator before the hearing or asks a court to vacate an award.

Option 1: Mediation

We urge you to consider mediation to resolve your dispute. Mediation is a voluntary and relatively
inexpensive method of resolving disputes. In mediation, a neutral mediator works with the parties to resolve a
dispute. Parties are under no obligation to settle and may discontinue the mediation at any time.

Option 2: Another State

You may request an arbitration hearing in an adjoining state or any other convenient location outside of
California where NYSE conducts hearings.

Option 3: Waiver of Standards

You may waive the application of the California Standards. If you choose to waive application of the California
Standards, the NYSE will appoint arbitrators for a hearing in California. Once you sign the waiver, it operates
as a waiver for all other parties to your arbitration who are members, allied members, member organizations,
employees of members or member organizations, and/or associated persons.

By waiving application of the California Standards, you are agreeing to proceed with your arbitration under
the rules of the NYSE, particularly, but not limited to, Rules 607 through 611. By signing the waiver, you will
preclude yourself and all other parties from exercising the unlimited right that the California Standards purport
to confer to disqualify arbitrators without evidence of bias. However, under NYSE Rule 609, you have the
right to one peremptory challenge and unlimited challenges for cause. (Parties who agree to select arbitrators
under the Supplemental Procedures for Selecting Arbitrators may strike proposed arbitrators as provided in
those procedures.) What constitutes a challenge for cause is explained on page 14 of the NYSE Arbitration
Procedures pamphlet.

Under the NYSE rules, arbitrators are required to disclose any circumstance that might preclude them from
rendering an objective and impartial determination (see Rule 610 for a description of what arbitrators must
disclose). By signing the waiver, you agree that the arbitrators are not required to make the additional detailed
and burdensome disclosures under the California Standards.

If, between July 1, 2002 and the effective date of NYSE Rule 600(g), you requested that your hearing be
held outside of California, but have not had arbitrators appointed, you may choose to sign the waiver, which
will void your previous request for a hearing outside of California. Customers and associated persons who
elect, after the effective date of Exchange Rule 600(g), to have a hearing held outside of California may not
subsequently rescind that choice.

Any questions regarding this Notice or the NYSE Rules may be directed to the NYSE Arbitration Counsel
assigned to your case.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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November 18, 2002

   New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005

NYSE

Member Firm Regulation

ATTENION: FLOOR MEMBERS, CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, LEGAL,
COMPLIANCE AND REGISTRATION DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW FORMS U-4 AND U-5 FILING PROCEDURES THROUGH WEB CRD

THIS MEMORANDUM MAY REQUIRE ACTION BY MEMBERS AND MEMBER
ORGANIZATIONS

This memorandum is to advise Exchange members and member organizations of a change in the filing

procedures for Forms U-4 and U-5 1   that will affect all Exchange Members 2   whether or not associated
with a member organization.

In 2000, with the exception of Members (ME), the Exchange implemented changes in its registration
procedures to require that all Forms U-4 and U-5 be electronically filed through NASD's Web CRDSM system.
(See Information Memorandum Nos. 00-4, dated February 7, 2000, and 00-25, dated October 13, 2000, for
details concerning the new filing requirements.)

Beginning January 13, 2003, the Exchange will require that Forms U-4 and U-5 also be electronically filed
through the Web CRD system on behalf of all Exchange Members whether or not associated with a member
organization. An original fingerprint card will continue to be required to be submitted directly to the Exchange.

Effective January 13, 2003, the procedures for Exchange registration will be as follows:

I. New Applicants

Form U-4 applications requesting the NYSE Member (ME) registration category must be electronically
filed through Web CRD. If the applicant for membership is registered with the same member or member
organization in another registration category (e.g., FE, GS), only Page 1 of the U-4 requesting the ME
registration category should be filed. All other documents in connection with the application and an original
fingerprint card should continue to be submitted to Membership Services. In addition, an original NASD
fingerprint card, or a copy of the fingerprint results processed by and returned from the Exchange, must be
submitted to CRD within 30 days of the filing of the U-4 on Web CRD. For additional information on Exchange
membership, please contact Steve Fuller in Membership Services at (212) 656-2071.

II. Applications in Process

Proposed Members should electronically file either a full Form U-4, or Page 1, if the individual is registered
with the same member or member organization in another category (e.g., GS), through Web CRD, prior to the
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anticipated approval date or no later than January 31, 2003, whichever comes first. Either an original NASD
fingerprint card, or a copy of the fingerprint results processed by and returned from the Exchange, must be
submitted to CRD within 30 days of the filing of the U-4 on Web CRD.

III. Conversion of all Currently Approved Members (Whether or not Associated With a
Member Organization)

Current Members as of January 10, 2003, must electronically file either a full Form U-4, or Page 1, if the
individual is registered with the same member or member organization in another category (e.g., GS), through
Web CRD, no later than January 31, 2003. In addition, either an original NASD fingerprint card, or a copy of
the fingerprint results processed by and returned from the Exchange, must be submitted to CRD within 30
days of the filing of the U-4 on Web CRD. The Exchange will update the CRD system to reflect the original
ME date.

IV. Lessors

Lessors (i.e. Members who lease their seats) and who also themselves are not associated with a member
or member organization, will continue to file hard copy Forms U-4, U-5 and fingerprint cards with Membership
Services and do not have to file on Web CRD, unless they become associated with a member or member
organization or sole proprietor.

Members who subsequently lease their seat after approval for Member status has been granted, must file
either a full or partial Form U-5 through CRD to terminate the ME registration, depending on whether they will
become (or remain) associated with the member organization in another registered capacity.

Termination of Member (ME) Registration

Beginning January 13, 2003, Form U-5 termination notices, and amendments thereto, are to be electronically
filed through Web CRD. If the individual will be maintaining registration with the same member or member
organization in another registration category, a partial Form U-5 should be filed to terminate the ME
registration only. During the conversion of currently approved Members, if the individual's registration as a
Member terminates prior to the Form U-4 submission to Web CRD, a hard copy Form U-5 must be submitted
to Membership Services.

Floor Member Examinations

Results for the four NYSE Floor Member Examinations will not be recorded in Web CRD at this time. These
examinations include the Floor Member (Series 15) Examination, the Specialist Examination, the Registered
Competitive Market Maker Examination and the Competitive Market Maker Examination. The Exchange
anticipates recording these Floor Member examination results in Web CRD in the near future.

Continuing Education (CE)

Floor Member continuing education requirements will not be tracked through the Web CRD system. The Web
CRD system will continue to track continuing education requirements for other registration categories which
the Member may hold (e.g., GS, PM). (See Exchange Information Memorandum No. 02-6, dated February 1,
2002, for information concerning the Floor Meumber Continuing Education Program).

Obligation to Keep U-4 Current

Members and member organizations are reminded that Form U-4 applications must be kept current. Any
changes on behalf of all Members, including reporting an event that would change the response to questions
14A through 14M of Form U-4, must be reported by filing an amended Form U-4 through Web CRD.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

368

http://prod.resource.cch.com/resource/scion/citation/pit/SECFORMU-4/FSL01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECFORMU-4/FSL01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECFORMU-4/FSL01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/02-6/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECFORMU-4/FSL01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECFORMU-4/FSL01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECFORMU-4/FSL01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


Moreover, all changes of either home or business addresses and answers to questions 14A through
14M should be sent to Membership Services, as well as, filed electronically on Web CRD.

Any changes to Form U-4 on behalf of Lessors must be sent to Membership Services.

Things to Know About Registrations for Members (ME) and Floor Employees (FE)

• Floor Employees (FE), Trading Assistants (TA), and Front Line Specialist Clerks (SC) Who Become
Members

Proposed Members who have been employed with the same member or member organization and are
registered as a Floor Employee (FE), Trading Assistant (TA) - Series 25, and/or Front Line Specialist Clerk
(SC) - Series 21, should file Page 1 of the Form U-4 through Web CRD requesting the NYSE ME registration
category. Upon approval as a Member (ME), the FE, TA and/or SC registration(s) will be terminated in the
CRD system.

• Floor Members (ME) and Floor Employees (FE) Who Conduct Business with the Professional

Customers - Series 7A 3   (PM or PC Registration Categories)

Floor Members who have passed the Series 7A Examination and are conducting business with professional
customers must also be registered in the NYSE PM registration category. Floor Employees (FE) who have
passed the Series 7A Examination and are conducting business with professional customers must also
be registered in the NYSE PC registration category. Proposed Members who have been employed with
the same member or member organization and are registered as a Floor Employee (FE) and Floor Clerk
Conducting Business with the Public (PC), should file Page 1 of the Form U-4 through Web CRD requesting
the NYSE ME and PM registration category. Upon approval as a Member (ME), the PC registration will be
terminated, as well as the FE, TA and/or SC registration(s) mentioned in the paragraph above.

• Floor Members (ME) and Floor Employees (FE) Who Conduct Business with the Public - Series 7

Floor Members who have passed the Series 7 Examination and are conducting business with the public
must also be registered in the NYSE GS registration category. The GS registration category applies for both
Members (ME) and Floor Employees (FE) Conducting Business with the Public.

Questions concerning membership may be directed to Steve Fuller at (212) 656-2071. Questions concerning
other registrations and Web CRD filing procedures may be directed to Peggy L. Germino at (212) 656-8450
or Jacob Rivers at (212) 656-5567.

Salvatore Pallante - Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Form U-4 is the "Uniform Application for Securities Industry Registration or Transfer;" Form U-5 is the
"Uniform Termination Notice."

2  "Member" refers to a natural person (Article 1, Sec. 3 (h) of the NYSE Constitution).
3  The 7A examination is for persons whose public business is limited to conducting business in NYSE-

listed securities solely with professional customers on the NYSE Trading Floor. See also Exchange
Information Memoranda Nos. 91-25, 93-37, 99-55, 01-18 and 01-41 for additional requirements
regarding conducting a public business.
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November 12, 2002

   New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005

NYSE

Member Firm Regulation

ATTENTION: COMPLIANCE, LEGAL, AND REGISTRATION DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: RECOGNITION OF SERIES 24 EXAMINATION

The Securities and Exchange Commission has approved1 amendments to NYSE Rule 342 (“Offices —
Approval, Supervision and Control”) that recognize the NASD's General Securities Principal Examination
(“Series 24 Examination”) as an acceptable qualification alternative to the General Securities Sales
Supervisor Qualification Examination (“Series 9/10 Examination”) for supervisory persons whose duties do
not include the supervision of options or municipal securities sales activity. The amendments, which became
effective upon SEC approval (October 9, 2002), are part of an ongoing NYSE initiative to eliminate, when
possible, duplicative examination qualification requirements. As of July 2, 2001, NASD has enhanced the
Series 24 Examination by including test questions sufficient to provide appropriate coverage of NYSE rules.

Background and Detail

Rule 342 prescribes the Exchange's general supervisory requirements for members and member
organizations. Among these requirements are qualification standards for personnel delegated supervisory
responsibility. Rule 342.13 (“Acceptability of Supervisors”) requires that a person delegated sales supervisor
responsibilities “have a creditable record as a registered representative or equivalent experience” and,
absent a waiver, pass a qualifying examination (currently known as the General Securities Sales Supervisor
Qualification Examination or Series 9/10). Historical equivalent “branch office manager” examinations (e.g.,
the Series 8 Examination) continue to be acceptable in this regard.

The amendments to Rule 342.13 (see Exhibit A) specify that passing the Series 24 Examination after July
1, 2001 will be recognized as an alternative to the Series 9/10 Examination for persons whose duties do not
include the supervision of options or municipal securities sales activity.

Supervision of Options or Municipal Securities

A person with a Series 24 registration who is delegated responsibility to supervise options sales activity could
qualify to do so by passing the Options Principal Examination (“Series 4 Examination”) or, alternately, the
Series 9 Examination (the options component of the Series 1 Release No. 34-46631; File No. SR-NYSE
2002-24. 9/10). If delegated responsibilities include supervision of municipal securities sales activity, a person
could qualify by passing the Municipal Securities Principal Examination (“Series 53 Examination”) or the
Series 10 Examination (which addresses municipal securities). The Exchange is currently working with
NASD to develop a comprehensive examination that would include options and municipal security materials
and incorporate elements of both the Series 24 and the Series 9/10 Examinations. This comprehensive
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examination would qualify persons as an NYSE Securities Sales Supervisor and an NASD Securities
Principal.

Additional Amendments to Rule 342.13

The amendments to Rule 342.13 also:

• Codify the Interpretation requirement that supervisor candidates have a creditable “three year” record as a
registered representative or equivalent experience.

• Eliminate the reference to the “Allied Member Examination.” This examination is no longer given to Allied
Member candidates since qualification examination requirements are now determined according to the
functions and responsibilities of the prospective Allied Member.

• Replace the dated reference to the “Branch Office Manager Examination” with the current “General
Securities Sales Supervisor Qualification Examination (Series 9/10).”

Questions related to this Memo may be directed to Stephen Kasprzak at (212) 656-5226.

Salvatore Pallante Executive - Vice President

Attachments

Exhibit A

Additions are underscored; Deletions are [bracketed]

Offices-Approval, Supervision and Control

Rule 342.

(a) through (d) — NO CHANGE — Inclusion of (d) below is for reference purposes only.

(d) Qualified persons acceptable to the Exchange shall be in charge of:

(1) any office of a member or member organization,

(2) any regional or other group of offices,

(3) any sales department or activity.

(e) through Supplementary Material .12 — NO CHANGE

.13 Acceptability of supervisors. (a) Generally.-Any member, allied member or employee who is a candidate
for acceptability under (d) (1), (2), or (3) above must [should] have a creditable three year record as a
registered representative or equivalent experience, and [is expected to] must pass [either the Allied Member
Examination or the Branch Office Manager Examination to qualify under (d)(1) or (2), or] the General
Securities Sales Supervisor Qualification Examination (Series 9/10) or another [an] examination acceptable to
the Exchange which demonstrates competency relevant to assigned responsibilities [to supervise a specific
sales department or activity to qualify under (d)(3)]. The General Securities Principal Examination (Series 24),
if taken and passed after July 1, 2001, is an acceptable alternative for persons whose duties do not include
the supervision of options or municipal securities sales activity. The examination requirement may be waived
at the discretion of the Exchange. [Special examinations may be arranged for persons whose principal work is
in unusual fields.]

***

Copyright 2019, NYSE Group, Inc. All rights reserved.
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November 8, 2002

   New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005

NYSE

Member Firm Regulation

ATTENTION: MANAGING PARTNER, CHIEF EXECUTIVE OFFICER, BRANCH OFFICE MANAGERS,
COMPLIANCE OFFICER, TRAINING AND HR DIRECTORS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: CONTINUING EDUCATION FIRM ELEMENT ADVISORY

Exchange Rule 345A (Continuing Education for Registered Persons) requires members and member
organizations to maintain a current Firm Element training program for registered persons who have direct
contact with customers, and for their immediate supervisors. This Firm Element training should be specifically
tailored to the business of the members and member organizations, and must be evaluated and updated at
least annually.

The Exchange, in conjunction with the Securities Industry/Regulatory Council on Continuing Education, has
identified topics that are particularly relevant to the industry at this time and may be appropriate for members
and member organizations to include in their Firm Element training. These topics are identified in the attached
Firm Element Advisory.

Each member and member organization should consider the relevance of the topics identified in the Firm
Element Advisory to the member's or member organization's lines of business and training needs. The
attachment provides further direction for reviewing and considering the topics.

The Firm Element Advisory can also be located on the website of the Securities Industry/Regulatory Council
on Continuing Education at www.securitiescep.com.

Questions about the Continuing Education Program should be directed to Roni Meikle at (212) 656-2156 or
Pat DeVita at (212) 656-2746.

Salvatore Pallante - Executive Vice President

The Securities Industry Continuing Education Program

Securities Industry Continuing Education Program Firm Element Advisory

Each year the Securities Industry/Regulatory Council on Continuing Education (Council) publishes the Firm
Element Advisory to identify pertinent regulatory and sales practice issues for possible inclusion in Firm
Element training plans. This year's topics have been taken from a review of industry regulatory and self-
regulatory organization (SRO) publications issued since the last Firm Element Advisory of November 2001.

The Council recommends that firms use the Firm Element Advisory when they undertake their annual Firm
Element Needs Analysis. Begin by reviewing the training topics listed in the Firm Element Advisory that
are most relevant to the firm's business as it exists today, including training for supervisors. Then, consider
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training topics prompted by new products or services the firm plans to offer, such as security futures, where
training is mandated before a registered person can conduct business in this area. Other training topics may
address issues raised by new rules, customer complaints, or regulatory examination findings.

In addition to the training resources listed next to each topic in the Firm Element Advisory, there are
two additional resources on the Council Web Site (www.securitiescep.com) to assist with Firm Element
requirements. The first is the Firm Element Organizer, an easy-to-use software application. Just identify
specific investment products or services and training topics from a defined list. The Firm Element Organizer
then searches an extensive database of training resources similar to those listed in the Firm Element
Advisory, and provides a report of relevant resources. The report can then be edited into a Firm Element
training plan using a word processing program. A tutorial on the Web Site demonstrates how to use the Firm
Element Organizer. The second Firm Element resource comprises scenarios taken from the Regulatory
Element computer-based training that may be suitable for Firm Element training. For more information, log
on to www.securitiescep.com, or phone Roni Miekle, Continuing Education Manager, the New York Stock
Exchange (212-656-2156), or John Linnehan, Director, NASD Continuing Education, (240-386-4684).

Training Topics and Relevant Training Points and References

Anti-Money Laundering

The SROs adopted rules, pursuant to amendments to Section 352 of USA PATRIOT Act, that every broker/
dealer member must establish an anti-money laundering compliance program by April 24, 2002 that included
certain specified minimum requirements:

• the development of internal policies, procedures, and controls;

• the designation of a compliance officer;

• an ongoing employee training program; and

• an independent audit function to test programs.

Anti-money laundering is an evolving topic that places additional due diligence and reporting responsibilities
on firms, supervisors, and registered representatives. Many SROs and government agencies maintain Web
Sites on anti-money laundering, including the SEC (www.sec.gov), the U.S. Treasury (www.ustreas.gov
- Bureaus - Financial Crimes Enforcement Network (FinCen)), NASD (http://www.nasdr.com/money.asp)
and the SIA (www.sia.com - Reference Materials - Anti-Money Laundering Guidance). See also, NASD
Notice To Members 02-21, NASD Provides Guidance To Member Firms Concerning Anti-Money Laundering
Compliance Programs Required By Federal Law, April 2002; NYSE Information Memoranda Nos. 02-16
(April 12, 2002), Anti-Money Laundering Compliance Program Requirements, 02-21 (May 6, 2002), Approval
of New Rule 445 - Anti-Money Laundering Compliance Program, and 02-34 (August 1, 2002), Special
Due Diligence for Correspondent Accounts and Private Banking Account; CBOE Rule 4.20, Anti-Money
Laundering Compliance Program, and CBOE Regulatory Circular RG-02-69, Anti-Money Laundering
Programs, August 19, 2002; Philadelphia Stock Exchange Rule 757 - Anti-Money Laundering Compliance
Program.

Business Conduct

Outside Business Activities and Private Securities Transactions

A registered person who sells a security away from his or her firm without first obtaining written approval
from the firm violates NASD Rule 3040, and a registered person who engages in an outside business activity
without prior notice to his or her firm, including the sale of non-securities products, violates NASD Rule 3030.
Broker/dealers must have supervisory procedures to make sure that they are complying with NASD Rules
3030 and 3040 regarding outside business activities and private securities transactions. Broker/dealers must
also appropriately educate their associated persons regarding the requirements of Rules 3030 and 3040.
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Registered persons are advised to provide written notice to their firms before they engage in the sale of any
financial instrument that is not approved by their firm.

NYSE Rule 407 amendment codifies the requirement that associated persons obtain their employers' written
approval prior to establishing or monitoring securities or commodities accounts or entry into private securities
transactions (rather than notification) and clarifies the terms “account,” “private securities transactions,” and
“other financial institutions.”

See NYSE Information Memo No. 02-40, August 28, 2001, Amendments to Rule 407 Relating to Private
Securities Transactions and NYSE Interpretation Memo 02-08, August 28, 2002, Interpretation to Rule 407
Transactions - Employees of Members, Member Organizations and the Exchange.

Charitable Gift Annuities

A Charitable Gift Annuity (CGA) enables an individual to transfer cash or marketable securities to charitable
organizations that then issue gift annuities in exchange for a current income tax deduction and the
organization's promise to make fixed annual payments for life. Registered persons may be told that CGAs do
not require federal or state securities registration or licensing. This is false, however, if representatives will
receive a commission.

See NASD Regulatory & Compliance Alert, Regulatory Short Takes - Charitable Gift Annuities, Summer
2002.

Short Term Promissory Notes

Short-term promissory notes are often marketed to registered representatives by issuers, promoters, and
marketing agents who misrepresent these products as non-securities products that do not have to be sold
by a broker/dealer or by a registered person. See, NASD Notice To Members 01-79, Selling Away And
Outside Business Activities, NASD Reminds Members Of Their Responsibilities Regarding Private Securities
Transactions Involving Notes And Other Securities And Outside Business Activities, December 2001.

Viatical Investments

Viatical investments are structured to provide an insured with a percentage of a life insurance death benefit
before his or her death, while the investors get a share of the death benefit when the insured dies. Originated
as a way to help the gravely ill pay their bills, these interests in the death benefits of terminally ill patients
are always risky and sometimes fraudulent. Because of uncertainties associated with predicting an insured's
death, these investments are extremely speculative, and unscrupulous promoters misrepresent or fail to
disclose the risks of viatical investments.

Almost all state securities regulators consider viatical investments as securities under their respective laws,
but a circuit court of appeals ruling in 1996 found that they were not securities under federal securities laws.
The North American Securities Administrators Association (NASAA) has developed Guidelines regarding
viatical investments (see http://www.nasaa.org/nasaa/Files/File_Uploads/viaticalfinal.37534-67899.pdf).
Broker/dealers must appropriately educate themselves and their associated persons before venturing into
offering viatical investments to clients.

See also Risky ‘death futures’ draw warning from state securities regulators, congressional scrutiny; http://
www.nasaa.org/nasaa/abtnasaa/display_top_story.asp?stid—245

Communications with the Public

Disclosure and Reporting Requirements - Research Analysts and Research Reports

On May 10, 2002, the SEC, in order to improve the objectivity of research and provide investors with
more useful and reliable information when making investment decisions, approved new NASD Rule 2711,
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Research Analysts and Research Reports, as well as amendments to NYSE Rule 472, Communications With
The Public and Rule 351, Reporting Requirements. Rule 2711 and the NYSE rule amendments:

• Place restrictions on relationships between a firm's investment banking department and its research
department.

• Restrict review of a research report by the subject company.

• Prohibit certain forms of research analyst compensation.

• Prohibit the promise of favorable research.

• Impose Quiet or Blackout Periods.

• Restrict trading by research analysts and firms.

• Require new disclosures in research reports and public appearances.

See NASD Notice to Members 02-39, SEC Approves Rule Governing Research Analysts' Conflicts of
Interest, July 2002; and NYSE Information Memos re: Disclosure and Reporting Requirements Nos. 02-24,
May 20, 2002; 02-26, June 26, 2002; and 02-30, July 9, 2002. Included therein is a Joint Memorandum that
provides interpretive guidance for NASD and NYSE rules governing research reports and analysts.

NASD also maintains a Web Site on this evolving topic that is continuously updated, see http://
www.nasdr.com/analyst_guide.htm.

Electronic Communications - Suitability and Online Communications

In light of the dramatic increase in the use of the Internet for communication between broker/dealers and their
customers, NASD has issued a Policy Statement to provide guidance concerning a firm's obligations under
the NASD general suitability rule, Rule 2310, in this electronic environment.

The Policy Statement briefly discusses some of the issues created by the intersection of online activity and
the suitability rule, and it provides examples of electronic communications that NASD considers to be either
within or outside the definition of “recommendation” for purposes of the suitability rule. In addition, the Policy
Statement sets forth guidelines to assist members in evaluating whether a particular communication could be
viewed as a “recommendation,” thereby triggering application of the suitability rule.

See Notice to Members 01-23, Suitability Rule And Online Communications, April 2001. See also Internet
Guide for Registered Representatives, at http://www.nasdr.com/4040.asp.

Customer Accounts, Trade and Settlement Practices

Errors and Erroneous Transactions

The NYSE gave notice to its members and member organizations of new NYSE Rule 407A, and amendments
to NYSE Rules 134 and 411, addressing situations involving erroneous transactions and reports. In addition,
there is a new requirement that all members maintain an error account, as well as a new requirement that
members report to the Exchange any account in which the member has a direct or indirect financial interest or
over which the member has discretionary authority.

In addition these amendments to NYSE Rules 134 and 411 and new Rule 407A dealing with erroneous
transactions, erroneous reports and member account disclosure announced in Information Memo 01-38
(November 6, 2001), gave rise to a number of questions concerning the application of these rules which the
NYSE addressed in two separate Information Memos (Nos. 02-19 and 02-07).

The NYSE also advised its members and member organizations regarding amendments to NYSE Rule
134.40 of the requirement to report profitable error transactions.

See NYSE Information Memoranda 01-38, Mandatory Error Account Requirement, Error Transaction
Procedures, Recordkeeping Requirements, Disclosure of All Member Accounts, and Procedures for Handling
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Erroneous Reports/ Rules 134, 407A, and 411, November 6, 2001; 02-07, Mandatory Error Account
Requirement and Error Transaction Procedures - Rules 134, 407A and 411, February 5, 2002; 02-10, Rule
134.10 - Reporting Profitable Error Transactions, March 5, 2002; and 02-19, Errors, Erroneous Reports and
Error Accounts - Rules 134, 411 and 407A, April 29, 2002.

Gifts and Gratuities

NYSE restated and reminded its members and member organizations of the Exchange's policy on gifts and
gratuities which prohibits most Exchange employees from accepting gifts and gratuities from members, allied
members, and member organizations. Limited exceptions are provided for Exchange Operational/Clerical
Trading Floor employees who may accept usual and customary gratuities, not in excess of $50 per year. The
memo also references NYSE Rule 350 (“Compensation or Gratuities to Employees of Others”).

See NYSE Information Memo No. 01-49, December 19, 2001, Exchange Guidelines on Gifts and Gratuities.

Margin Disclosure and Day-Trading Risk Disclosure Statements

NASD has adopted amendments to (1) Rule 2341 (Margin Disclosure Statement) to require firms that permit
customers to open accounts online or to engage in transactions in securities online to post the margin
disclosure statement on their Web Sites and (2) NASD Rule 2362 (Day-Trading Risk Disclosure Statement)
to require firms that promote a day-trading strategy to post the day-trading risk disclosure statement on their
Web Sites.

See NASD Notice to Members 02-35, Margin Disclosure and Day-Trading Risk Disclosure Statements, June
2002.

Options

AM-Settled Index Options

Expiring AM-settled index options should be considered exercised, assigned or purged at the point the
securities that comprise the index open for trading on the business day immediately preceding Saturday
expiration. In the case of an AM-settled index option carried short and treated as “covered,” the writing of a
new index option on Friday, after the opening to replace the assigned or expiring option, will not be deemed
to constitute an “uncovered” transaction.

See CBOE Regulatory Circular RG02-46, Time at Which Expiring AM-Settled Index Options are Considered
Exercised, Assigned or Purged.

Alerting Customers to Adjustments to Option Contracts

SROs reminded member organizations of the need to review their policies and procedures to ensure that
customers are provided with relevant information concerning adjustments to option contracts as the result of
corporate actions.

See CBOE Regulatory Circular RG02-41, Alerting Customers to Adjustments to Options Contracts. NASD
Notice to Members 02-17, Alerting Customers to Adjustments to Options Contracts, March 2002; NYSE
Information Memo No. 02-42, September 19, 2002, Alerting Customers To Adjustments To Options Contracts
Resulting From Corporate Actions.

Municipal Securities

Consultants

MSRB Rule G-38 defines a consultant as any person used by a dealer to obtain or retain municipal securities
business through direct or indirect communication by such person with an issuer on the dealer's behalf where
the communication is undertaken by such person in exchange for, or with the understanding of, receiving
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payment from the dealer or any other person. Dealers must disclose to issuers certain information about their
consultants and report certain information about their consultants to the MSRB on Form G-37/ G-38, including
certain of their consultants' political contributions to issuer officials and payments to state and local political
parties.

See MSRB Rule G-38: Consultants, MSRB Rule Book.

Disclosure of Material Facts

The SEC approved an interpretive notice regarding Rule G-17, on disclosure of material facts. The first prong
of Rule G-17 is essentially an anti-fraud prohibition; the second prong of the rule imposes a duty on dealers
to deal fairly. As part of a dealer's obligation to deal fairly, the dealer is required to disclose, at or before the
sale of municipal securities to a customer, all material facts concerning the transaction, including a complete
description of the security. These affirmative disclosure obligations apply even when a dealer is acting as an
order taker and effecting non-recommended secondary market transactions.

See “Interpretive Notice Regarding Rule G-17, on Disclosure of Material Facts” (http://ww1.msrb.org/msrb1/
archive/G-17NOTICE32002.htm).

Municipal Fund Securities, Including 529 Plans

A municipal fund security (e.g., 529 Plans and local government investment pools) is defined in MSRB Rule
D-12 as a municipal security issued by an issuer that, but for the application of Section 2(b) of the Investment
Company Act of 1940, would constitute an investment company thereunder.

The MSRB recognizes that the market for municipal fund securities continues to evolve rapidly, particularly
with respect to the 529 College Savings Plans. Many dealers active in this market have no other experience
effecting municipal securities transactions and therefore may not be familiar with the rules of the MSRB.
Other dealers that do have a sound understanding of MSRB rules as they relate to traditional debt securities
have discovered that familiar rules are applied in unfamiliar ways due to the unique nature of municipal
fund securities. All dealers are reminded that all activities in municipal fund securities are subject to MSRB
rules. Dealers are required by MSRB Rule G-17 to deal fairly with all persons and that they not engage in
any deceptive, dishonest, or unfair practice. In some cases, certain sales-related activities are governed by
MSRB, e.g., Rule G-19, on suitability of recommendations and transactions, Rule G-21, on advertising, and
Rule G-30, on prices and commissions. Other activities may not be explicitly addressed by a specific MSRB
rule; however, the general principles of Rule G-17 always apply.

The MSRB has amended Rule G-3, on professional qualifications, to provide a temporary alternative method
for qualification of municipal securities principals in connection with municipal fund securities. Until March
31, 2003, a dealer may designate an investment company/variable contracts limited principal or a general
securities principal to act as a municipal fund securities limited principal. A designated municipal fund
securities limited principal will have all of the powers and responsibilities of a municipal securities principal
under MSRB rules with respect to transactions in municipal fund securities and, under certain circumstances,
may be counted toward the dealer's numerical requirement with regard to municipal securities principals.

See “Municipal Fund Securities Limited Principal Qualification Examination: Filing of Test Specifications,
Study Outline and Extension of Transition Period” (http://ww1.msrb.org/msrb1/archive/Series51Notice.htm)

“Application of Fair Practice and Advertising Rules to Municipal Fund Securities” (http://ww1.msrb.org/msrb1/
archive/MFS-FairPracticeNotice-5-

Also, see NASD's Smart Saving for College - Better By Degrees, 529 Plans and Other Savings Options,
http://www.nasdr.com/529_saving.asp, and “Saving for Education: A Long-Term Investment Guide to
Understanding 529 Plans,” prepared by the College Savings Plans Network, the North American Securities
Administrators Association, and the Investment Company Institute, http://www. nasaa.org/nasaa/Files/
Top_Stories/529%20brochure1.37536-62599.pdf
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Political Contributions and Prohibitions on Municipal Securities Business

Dealers are prohibited from engaging in municipal securities business with a municipal securities issuer
within two years after any contribution to an official of such issuer made by the dealer, any municipal finance
professional associated with such dealer, or any political action committee controlled by the dealer or any
municipal finance professional. The only exception to this absolute prohibition on municipal securities
business is for certain contributions made to issuer officials by municipal finance professionals, but only if
the municipal finance professional is entitled to vote for such official and provided any contributions do not
exceed, in total, $250 to each official, per election. Dealers must report certain information about political
contributions, political party payments, municipal securities business, and consultants to the MSRB on Form
G-37/ G-38 or, if appropriate, dealers may file a Form G-37x with the MSRB.

The definition of “municipal finance professional” includes any associated person of the dealer who solicits
municipal securities business. “Associated person” is defined in Section 3(a)(18) of the Securities Exchange
Act of 1934. See SEC order In the Matter of Fifth Third Securities, Inc., Exchange Act Release No. 46087,
June 18, 2002; MSRB Rule G-37: Political Contributions and Prohibitions on Municipal Securities Business,
MSRB Rule Book.

Transactions in Securities with Minimum Denominations

Dealers are prohibited from effecting transactions with customers in below-minimum denomination amounts
for securities issued after June 1, 2002. There are two limited exceptions to this rule. First, dealers may
purchase a below-minimum denomination position from a customer provided that the customer liquidates his
or her entire position. Second, dealers may sell such a liquidated position to another customer but would be
required to provide written disclosure, either on the confirmation or separately, to the effect that the security
position is below the minimum denomination and that liquidity may be adversely affected by this fact. The
MSRB issued an interpretation of Rule G-17, on fair practice, that states that any time a dealer is selling to a
customer a quantity of municipal securities below the minimum denomination for the issue, the dealer should
consider this to be a material fact about the transaction. The MSRB believes that a dealer's failure to disclose
such a material fact to the customer, and to explain how this could affect the liquidity of the customer's
position, generally would constitute a violation of the dealer's duty under Rule G-17 to disclose all material
facts about the transaction to the customer.

See “Approval of Amendments Concerning Minimum Denominations” (http://ww1.msrb.org/msrb1/archive/
approvalnotice.htm).

Transactions with Sophisticated Municipal Market Professionals

The SEC approved an interpretive notice concerning the application of MSRB rules to transactions with
sophisticated municipal market professionals (“SMMP”). An institutional customer can be considered an
SMMP if the dealer has reasonable grounds for concluding that the customer (i) has timely access to the to all
publicly available material facts concerning a municipal securities transaction; (ii) is capable of independently
evaluating the investment risk and market value of the municipal securities at issue; and, (iii) is making
independent investment decisions about its investment in municipal securities. The notice addresses the
manner in which a dealer has determined that it has met its fair practice obligations to certain institutional
customers; it does not alter the basic duty of the dealer to deal fairly in all transactions and with all customers.

See “Interpretive Notice Regarding the Application of MSRB Rules to Transactions with Sophisticated
Municipal Market Professionals“ (http://ww1.msrb.org/msrb1/archive/SMMPAPPROVAL0502.htm).

Registration and Reporting Requirements

Reportable Criminal Offenses
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The NYSE narrowed the scope of reportable criminal offenses to incidents which are more germane to the
conduct of a securities-related business minimizing the number of less material filings and maximizing the
efficient use of resources committed to fulfilling self-regulatory responsibilities at both the Exchange and
member organizations. The rule amendment captures the reporting of arrests for which any subsequent
conviction or plea of no contest or guilty, would subject the individual to a statutory disqualification from
securities industry employment or association.

See NYSE Information Memo No. 02-31, Update Regarding Exchange Rule 351 - Reporting Requirements,
July 15, 2002, and NYSE Information Memo No. 02-29, Exchange Rule 351 - Reporting Requirements, July
8, 2002.

Registration and Reporting

Trading Floor

The NYSE has prepared an Information Memo that outlines requirements for conducting a public business
from the Floor. Registration topics addressed include the distinction between dealing with the “public” as
distinguished from “professional customers”; the registration requirements of sole proprietors; and the
registration, disclosure, and supervisory requirements specifically applicable to dual employees.

A general outline is included that references several prerequisites for conducting a public business including
supervisory requirements, state registration, capital requirements, fidelity bond coverage, documentation
requirements, and carrying agreements. The Memo also outlines policies and procedures related to
permissible and restricted means of telephonic/electronic means of Floor communications.

See NYSE Information Memo No. 01-41, November 21, 2001, Conducting a Public Business on the Floor.

Security Futures (also know as Single Stock Futures)

The Commodity Futures Modernization Act lifted the ban on the trading of security futures (i.e., futures on
narrow-based indices, single stocks, and options on security futures). Because security futures have different
characteristics and requirements than existing securities, the SROs have adopted rules that require any
currently registered securities professional that intends to engage in a security futures business to complete
a training program covering security futures, which may be included as Firm Element training for the pertinent
registered persons. The SROs have also developed a content outline for use in the development of the
training program, which focuses on the essential information individuals and supervisors should know before
conducting a security futures business. The content outline has five modules:

1. Stocks and Stock Options

2. Futures Contracts

3. Security Futures

4. Regulatory Requirements for Security Futures

5. Supervision of the Offer and Sale of Security Futures.

An individual's current registration category will determine which of these modules must be completed before
engaging in a security futures business. Series 7 registrants, for example, may not need to participate in the
training on Stocks and Stock Options. Therefore, a member firm must consider the registration category and
qualifications of persons in determining the nature and scope of his or her training.

Firms may develop their own security futures training program or may engage a third-party provider to deliver
the training program, so long as the training provided encompasses all appropriate subjects in the SRO-
developed content outline. Firms remain responsible for compliance with SRO rules in all respects where
training is developed and or administered by outside parties. NASD and the NFA have developed a Web-
based security futures training program that, if completed in the prescribed manner, would satisfy the required
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training requirement. Information regarding this training program can be obtained at http://www.nasdr.com/
futures.asp.

Finally, members are reminded of the need to maintain records of the completion of any security futures
training program designed to satisfy the requirement. Members may be required during an examination or
investigation to demonstrate that individuals who are engaged in a security futures business have completed
the required training.

Please monitor the following SRO Web Sites as well as the NASD Web Site above for additional information:

http://www.nqlx.com

http://www.onechicago.com

http://www.nfa.futures.org

http://www.cboe.com

http://www.nyse.com

http://www.amextrader.com

Supervision

Books and Records

Branch office managers and other supervisory personnel should be aware of SEC-approved amendments
to the broker/dealer books and records rules, Rule 17a-3 and Rule 17a-4 under the Securities Exchange
Act of 1934 that become effective on May 2, 2003. The amendments clarify and expand record-keeping
requirements in connection with purchase and sale documents, customer records, associated person records,
customer complaint records, and certain other matters. The amendments also require broker/dealers to
maintain or promptly produce certain records at each office to which those records relate.

Some of the more significant changes to the books and records rules are:

• The definition of “office.”

• Updating Customer Account Records.

• Additional Information Annotated on Order Tickets.

• Additional Records Related to Associated Persons.

• Retention of Communications With the Public.

For more information, see Amendments To Broker/Dealer Books And Records Rules Under The Securities
Exchange Act Of 1934, NASD Notice to Members 01-80, December 2001, http://www.nasdr.com/pdf-
text/0180ntm.pdf.

Supervision

General Topics

Industry SRO continuing education rules require a broker/dealer to include supervisory training for
supervisors if its Firm Element Needs Analysis establishes the need for it. Supervisors should be trained on
new rules with general application, e.g., anti-money laundering, as well as new rules relating to new products,
such as security futures, if applicable. Firms should reiterate with supervisors the importance of internal
controls as they relate to areas such as changing customer addresses, Letters of Authorization, mail directed
to customer post office boxes, time and price discretionary orders, and supervision of producing managers.

Broker/dealers may also find it helpful to periodically review with their supervisors various examples of
conduct that violates SRO rules, such as
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• Exercising discretion without prior written authority

• Failing to respond to SRO information requests

• Failing to take advantage of mutual fund discounts

• Falsifying documents

• Forgery

• Misrepresentations to customers

• Selling away

• Unsuitable recommendations

• Unauthorized trading

Supervisors in turn may wish to share this information with the registered persons they supervise.
Many industry SROs publish information on their Web Sites that illustrate improper conduct and the
disciplinary action taken by regulators. For example: NASD's quarterly Disciplinary Update at http://
www.nasdr.com/disc_update_index.asp, and the NYSE's Disciplinary Actions at http://www.nyse.com/
regulation/regulation.html.

Variable Annuities

Bonus Annuities

Bonus annuities offer credits equal to a percentage of the amount invested in the variable annuity contract.
The investment is usually from a 1031 exchange from another variable annuity contract. Bonus credits
generally range from 3 percent to 5 percent of the money invested. In order to fund these bonus credits, the
bonus contracts typically impose high mortality and expense charges and lengthy surrender charge periods.
Registered persons recommending bonus annuities must be careful to comply with applicable SRO suitability
rules. Communications promoting bonus annuities must disclose fees, expenses and surrender periods with
the same prominence as the bonus feature of the new variable annuity contract.

See NASD Regulation Cautions Firms For Deficient Variable Annuity Communications, Regulatory &
Compliance Alert, Spring 2002 (http://www.nasdr.com/rca_spring02_adv.htm); Advertising Of Bonus
Credit Variable Annuities, Regulatory & Compliance Alert, Summer 2000 (http://www.nasdr.com/
rca_summer00.htm); and the NASD Regulation Investor Alert on exchanging variable annuities (http://
www.nasdr.com/alert_02-01.htm)

See also:

• Notice to Members 99-35, The NASD Reminds Members Of Their Responsibilities Regarding The Sale Of
Variable Annuities, May 1999, (http://www.nasdr.com/pdf-text/9935ntm.pdf).

To Obtain More Information

For more information about publications contact the SROs at these addresses:

Self-Regulatory         Address and              On-line

Organization            Phone Number             Address

American Stock          American Stock           
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www.amex.com

Exchange                Exchange                 

www.amextrader.com

                        Marketing Department

                        86 Trinity Place

                        New York, NY 10006

                        800-THE-AMEX

Chicago Board           Chicago Board            

www.cboe.com

Options Exchange        Options Exchange

                        400 S. LaSalle Street

                        Chicago, IL 60605

                        877-843-2263

                        e-mail: help@cboe.com

Municipal Securities    Publications Department  

www.msrb.org
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Rulemaking Board        1900 Duke Street

                        MSRB Suite 600

                        Alexandria, VA 22314

                        703-797-6600

NASD                    NASD MediaSource         

www.nasd.com

                        P.O. Box 9403

                        Gaithersburg, MD 20898-9403

                        301-590-6142

New York Stock          New York Stock           

www.nyse.com

Exchange                Exchange

                        Publications Department

                        11 Wall Street

                        18th Floor

                        New York, NY 10005
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                        212-656-5273, or

                        212-656-2089

Philadelphia Stock      Philadelphia Stock       

www.phlx.com

Exchange                Exchange                 or info@phlx.com

                        Marketing Department

                        1900 Market Street

                        Philadelphia, PA 19103

                        800-THE PHLX, or

                        215-496-5158

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 02-49

Click to open document in a browser

November 8, 2002

   New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005

NYSE

Member Firm Regulation

ATTENTION: MANAGING PARTNER, CHIEF EXECUTIVE OFFICER, BRANCH OFFICE MANAGERS,
COMPLIANCE OFFICER, TRAINING AND HR DIRECTORS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: CONTINUING EDUCATION - REGULATORY ELEMENT IN-FIRM DELIVERY PROCTOR
REGISTRATION

A new registration category has been established on Web-CRD for individuals who are acting in the capacity
of proctors for their company's in-firm delivery of the Regulatory Element. This registration category will
be represented by the abbreviation IF and will be available upon a new release of Web-CRD, on or about
October 21, 2002.

Individuals who are responsible for proctoring their company's in-firm delivery of the Regulatory Element must
be registered with the Exchange as an IF. However, this registration category does not have a qualification
examination requirement. The member organization must continue to have a registered principal/officer
in-charge to be responsible for the in-firm delivery of the Regulatory Element and must adhere to the
administration criteria, specified in the Summary of Requirements and Procedures for In-Firm Delivery of
the Regulatory Element. These requirements may be found at the Securities Industry Regulation Council's
website, www.securitiescep.com, or see NYSE Information Memo 01-6.

IF registration does not have a Regulatory Element continuing education requirement, provided the person is
not registered in any other capacity which carries its own continuing education requirements.

Further, member organizations are reminded that Letters of Attestation, signed by the principal/officer
responsible for the in-firm delivery of the Regulatory Element must be filed annually with the Exchange.

Questions about the Continuing Education Program should be directed to Roni Meikle at (212) 656-2156 or
Pat DeVita at (212) 656-2746.

Salvatore Pallante - Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 02-48

Click to open document in a browser

November 7, 2002

   New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005

NYSE

Member Firm Regulation

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNERS, CHIEF OPERATIONS OFFICER,
INTERNAL AUDIT, COMPLIANCE, LEGAL, AND TRADING DEPARTMENTS

TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ELECTRONIC TRANSMISSION OF ORDERS

Recently there have been a number of instances where members or member organizations have submitted
orders to the Exchange in error via electronic order entry systems. These errors were the result of human
error or defective commercial or proprietary software systems used to submit DOT Orders to SIAC. The two
primary causes of the error transmissions were: (1) transmitting orders containing an incorrect quantity of
shares; and (2) inadvertently releasing files containing orders transmitted the previous day.

The purpose of this memo is to emphasize to members and member organizations their responsibilities
when utilizing electronic order routing systems. Please also see Information Memos Nos. 92-43, dated
December 29, 1992, 92-15, dated May 28, 1992, and 89-6, dated January 25, 1989. Members and
member organizations are reminded of the regulatory requirements (internal control and written supervisory
procedures) and business practices (Know Your Customer) that must be adhered to when electronic order
entry systems are used.

SYSTEM CONTROLS MANDATORY

While electronic order entry systems can enhance members' or member organizations' ability to route and
execute orders, errors resulting from their use can result in increased market volatility and significant financial
risk and exposure to members and member organizations. Accordingly, all electronic order entry systems
must have written internal control and supervisory procedures, regardless of whether the member or member
organization is utilizing its own proprietary system or that of an outside vendor.

Electronic order entry systems, should, at a minimum, incorporate the following features: 1) controls that limit
use of the system to authorized persons/parties, 2) checks for validation of order accuracy, 3) established
limits and/or order prohibitors, to prevent orders exceeding preset credit and order size parameters from
being transmitted for execution, and 4) controls that monitor for duplication/retransmission of orders
previously transmitted for execution. When members or member organizations use a vendor's order entry
system, it is incumbent upon the member or member organization to ensure that the system has the requisite
controls in place and that the vendor's system complies with all Exchange audit trail requirements, including
Front End Systemic Capture (“FESC”) as required by Rule 123(e).

PROBLEMS RESULTING FROM SYSTEMS MAINTENANCE
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Several of the recent errors occurred as the direct result of systems maintenance. Members and member
organizations must ensure that when software maintenance is being performed on their own electronic
order entry systems that safeguards are in place to prevent the inadvertent disabling of such systems or any
automated messaging systems that are used to alert firms as to problems with their order entry systems.
Further, such systems should be separated so that when maintenance is performed on one system it does
not impact or disable the other system. Similarly, members and member organizations are responsible to
ensure that such safeguards are in place for order entry systems of vendors or otherwise provided to or
utilized by correspondents and other third parties.

IMPROPER TESTING OF SYSTEMS PROHIBITED

The Exchange has recently become aware of instances where members and member organizations test their
systems' connectivity to the Exchange's systems by sending what purports to be an actual order, but one not
executable because of its terms (for example, sending an order to buy or sell 100 shares of a stock at $1,
when the stock is trading well outside that price), and immediately sending a cancellation of the order.

Any test of a member's or member organization's system connectivity to the Exchange must be performed
using the appropriate established testing procedures. Test messages should be clearly denoted as such and
should not be sent in the guise of an actual order.

PERMITTING USE BY CORRESPONDENTS AND OTHERS

Before a member or member organization grants correspondents or other parties, pursuant to carrying,
clearing or other arrangements, access to its (or a vendor's) electronic order routing system, it must ensure
that reasonable written control and supervisory procedures (that must include at a minimum the four features
enumerated under the subhead “System Controls Mandatory” on page one of this Memo) are in place, and
must obtain and maintain as part of its books and records a copy of such correspondent's written control
procedures as well as a written undertaking from the correspondent that it will abide by such procedures. In
addition, the correspondent must provide the member or member organization with written notification of any
significant changes to such procedures. As an alternative, the carrying or clearing member organization itself
may establish the procedures by which a correspondent must abide and must obtain a written undertaking
from the correspondent that it will comply with such written procedures. A member or member organization
can also satisfy this requirement by using an electronic screen i.e., built-in system checks, such as preset
size and/or dollar limits, in its electronic order entry system.

DUE DILIGENCE OBLIGATIONS

Members and member organizations are also reminded of the requirements of Exchange Rule 405
(“Diligence as to Accounts”) also referred to as the “Know Your Customer” Rule, which provides, in part, that
members and member organizations must learn the essential facts relative to every customer and order. The
Rule's requirements are imposed on every customer order, regardless of the method or system used for their
receipt and transmission, including those routed via electronic trading systems.

Questions regarding this memo may be directed to your Finance Coordinator at the Exchange.

Salvatore Pallante - Executive Vice President Attachments

Attachments

Attachment A

INFORMATION MEMO Number 89-6

January 25, 1989
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Capital Markets Group

Please Route to Head of Operations and Head of Trading

TO: Members and Managing Partners/Chief Executive Officers of Each Member Organization

SUBJECT: Customer Transmission of Orders to SuperDot Via Member Firm Systems

The New York Stock Exchange has received several inquiries from member firms on whether their order
processing systems may receive orders electronically from customers and re-transmit those orders to the
NYSE's SuperDot system.

Membership on the Exchange enables you to have dedicated data lines to the SuperDot system. In order
to allow our member firms to respond to their customers' needs while maintaining access and regulatory
standards, the NYSE has determined that member firms may offer their customers a re-transmission
capability through the member systems and dedicated lines provided the following conditions are met:

•Regulatory requirements, including those defined in Rule 405, Diligence as to Accounts, must be satisfied.

- If orders are to be received from a non-member broker-dealer, a carrying agreement should be entered into
pursuant to Rule 382.

- If orders are to be received from non-broker-dealer customers “know your customer” obligations must be
satisfied either through conventional methods or through automated system parameters.

•Member Firms who wish to provide their customers with the ability to electronically transmit orders to their
order processing system for re-transmission to SuperDot must provide a written statement acknowledging
their responsibility for orders sent to the NYSE. Attached as Exhibit A is the text of an acknowledgement
statement which should be sent to Fran Connors, Managing Director, Product Sales.

Any questions relating to the SuperDot system should also be directed to Fran Connors at 656-6891.

Donald J. Solodar

Senior Vice President

Capital Markets Group

Exhibit A

We, ___________________________________, are hereby notifying the Exchange that we intend to install
terminals connected to our computer systems in non-member customer locations for the purpose of directing
orders to the NYSE's SuperDot System.

We have reviewed Article VII, Sections 1 and 3 of the NYSE Constitution, and other provisions relating
to Exchange contracts and the binding nature of such contracts on a New York Stock Exchange member
organization. We are aware and acknowledge that any contract entered into on the floor of the Exchange
through terminals connected to our computer systems is binding in all respects and that we, as the member
organization installing such terminals, are fully responsible for that contract.

We have further reviewed NYSE Rule 405 and other provisions of the Constitution and Rules of the
Exchange, and understand that we are required and agree to impose appropriate regulatory and supervisory
procedures in connection with orders directed to the SuperDot system through these terminals.
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       Member Firm                          Senior Officer

                                            Name/Title

       

       Date

Attachment B

INFORMATION MEMO Number 92-43

December 29, 1992

Member Firm Regulation

TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, OPERATIONS OFFICER, INTERNAL
AUDIT/COMPLIANCE, LEGAL AND TRADING DEPARTMENTS

SUBJECT: ELECTRONIC TRANSMISSION OF ORDERS

Member organizations have requested clarification of certain issues addressed in Information Memorandum
No. 92-15 dated May 28, 1992 (attached without Exhibit) relating to electronic transmission of orders.

1. “Adequate Written Control Procedures”

The memorandum states that when electronic order entry devices are provided to correspondents pursuant
to carrying or clearing agreements, member organizations are required to ensure that correspondents have
adequate written control procedures in place prior to granting access to their electronic order routing system.
*   The word “adequate” in this circumstance means that member organizations must assure themselves that
their correspondents' written order entry procedures are reasonable under the particular circumstances of the
correspondent, i.e., the procedures as set forth can be reasonably expected to provide for the monitoring and
supervision of the entry of orders to minimize the potential for errors.

2. Maintenance of Correspondents' Written Control Procedures

The memorandum requires member organizations to obtain and maintain as part of their books and records,
a copy of their correspondents' written control procedures pertaining to electronic order entry. The Exchange
has been asked whether this requirement would be satisfied if the carrying or clearing member organization
itself establishes the procedures by which a correspondent(s) must abide and has the correspondent sign
an undertaking stating that it will abide by such procedures. Such an action would be consistent with the
requirements imposed in the memorandum.

The Exchange has also been asked whether use of an electronic screen, i.e., built-in system checks, such
as preset size and/or dollar limits, is sufficient as a means of satisfying the above requirements. Such built-in
checks would be acceptable in lieu of obtaining the correspondent's written control procedures.
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Questions regarding this matter may be directed to Mary Anne Furlong on (212) 656-4823 or Patricia Dorilio
on (212) 656-2744.

Salvatore Pallante

Senior Vice President

Attachment C

INFORMATION MEMO Number 92-15

May 28, 1992

Member Firm Regulation

TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, OPERATIONS OFFICER, INTERNAL
AUDIT/COMPLIANCE, LEGAL AND TRADING DEPARTMENTS

SUBJECT: ELECTRONIC TRANSMISSION OF ORDERS

The ongoing need to enhance efficiency and to facilitate the swift and orderly processing and execution
of orders has led to the development and increased usage of electronic order routing systems by
member organizations. While the technological developments have advanced the industry's handling of
significantly higher volume, the prospect of errors raise certain internal control concerns. The purpose of
this memorandum is to remind member organizations that there are certain regulatory requirements, as

well as business practices, which must be adhered to when using electronic order routing systems. 1  
Member organizations are expected to have written procedures and controls in place for the monitoring and
supervision of electronic orders.

Internal control procedures are important elements of any system but are critical in the design of electronic
systems which, as a consequence of an enhanced ability to route and execute orders, can increase the
potential not only for errors but for abusive practices. These, in turn, can increase the volatility of markets and
expose a member organization to significant financial risks.

Electronic order entry devices which allow customers or other broker-dealers to directly enter orders into a
member organization's computers, either through the member organization's own or a vendor's automated
front-end system, ideally should possess system driven internal control features. Such control features would
automatically address the authorized use of the system, validate order accuracy, and check the order against
established limits. The Exchange strongly recommends that these system enhancements or changes be
implemented as soon as practical.

Regardless of whether electronic control features are established, member organizations are responsible
for maintaining and implementing written procedures for controlling electronic order flow. With respect to
electronic order entry devices provided to correspondents pursuant to carrying or clearing arrangements,
member organizations are required to ensure that the party entering the orders has adequate written control
procedures in place, prior to being granted access to the member organization's electronic order routing
system. In order to satisfy this requirement, member organizations must obtain and maintain as part of
their books and records and for inspection by the Exchange, a copy of such correspondents' written control
procedures.

With respect to proprietary or customer orders entered directly into the member organization's computer,
written procedures should address authorized access, validation of trade accuracy, conformity of orders
with established credit and order size limits, and require that customers' orders which experience a manual
conversion by member firm personnel are independently verified for accuracy prior to retransmission.
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It is important that member organizations adhere closely to the requirements of Exchange Rule 405
(“Diligence as to Accounts”), also known as the “Know Your Customer” rule, which provides that members
and member organizations must learn the essential facts relative to every customer, every order and every
account. The responsibility imposed by Rule 405 applies to all customer orders, regardless of the method
or system used for their receipt, including those orders received electronically which are then routed to the
Exchange's automated systems.

Exchange examiners, as part of the regular examination process, will conduct reviews to determine that
required procedures with respect to electronic order routing systems have been established and are being
adhered to.

Any questions relating to the above may be directed to your Finance Coordinator.

Salvatore Pallante

Senior Vice President

INFORMATION MEMO Number 89-6

January 25, 1989

Capital Markets Group

Please Route to Head of Operations and Head of Trading

TO: Members and Managing Partners/Chief Executive Officers of Each Member Organization

SUBJECT: Customer Transmission of Orders to SuperDot Via Member Firm Systems

The New York Stock Exchange has received several inquiries from member firms on whether their order
processing systems may receive orders electronically from customers and re-transmit those orders to the
NYSE's SuperDot system.

Membership on the Exchange enables you to have dedicated data lines to the SuperDot system. In order
to allow our member firms to respond to their customers' needs while maintaining access and regulatory
standards, the NYSE has determined that member firms may offer their customers a re-transmission
capability through the member systems and dedicated lines provided the following conditions are met:

•1. Regulatory requirements, including those defined in Rule 405, Diligence as to Accounts, must be satisfied.

- If orders are to be received from a non-member broker-dealer, a carrying agreement should be entered into
pursuant to Rule 382.

- If orders are to be received from non-broker-dealer customers “know your customer” obligations must be
satisfied either through conventional methods or through automated system parameters.

•2. Member Firms who wish to provide their customers with the ability to, electronically transmit orders to their
order processing system for re-transmission to SuperDot must provide a written statement acknowledging
their responsibility for orders sent to the NYSE. Attached as Exhibit A is the text of an acknowledgement
statement which should be sent to Fran Connors, Managing Director, Product Sales.

Any questions relating to the SuperDot system should also be directed to Fran Connors at 656-6891 .

Donald J. Solodar

Senior Vice President

Capital Markets Group

A. Exhibit A
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We, ______________________, are hereby notifying the Exchange that we intend to install terminals
connected to our computer systems in non-member customer locations for the purpose of directing orders to
the NYSE's SuperDot System.

We have reviewed Article VII, Sections 1 and 3 of the NYSE Constitution, and other provisions relating
to Exchange contracts and the binding nature of such contracts on a New York Stock Exchange member
organization. We are aware and acknowledge that any contract entered into on the floor of the Exchange
through terminals connected to our computer systems is binding in all respects and that we, as the member
organization installing such terminals, are fully responsible for that contract.

We have further reviewed NYSE Rule 405 and other provisions of the Constitution and Rules of the
Exchange, and understand that we are required and agree to impose appropriate regulatory and supervisory
procedures in connection with orders directed to the SuperDot system through these terminals.

                                    

                          

      Member Firm                                 Senior Officer

                                                  Name/Title

      Date

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

*  Information Memorandum No. 92-15 is not intended to alter or increase the liabilities of carrying
organizations with respect to monitoring/supervising customer accounts of introducing broker-dealers.
The memorandum, however, encourages member organizations to review practices and procedures with
respect to electronic order entry with a view toward increasing the effectiveness of such procedures to
minimize the potential for errors.

1  See also, Exchange Information Memorandum No. 89-6 (copy attached) which addresses regulatory
requirements, including notice to the Exchange, in connection with transmission of customer orders to
SuperDot.
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November 5, 2002

   New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

NYSE

Market Surveillance

TO: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, CHIEF OPERATIONS OFFICER,
OPERATIONS PARTNER AND LEGAL AND COMPLIANCE DEPT

SUBJECT: ELECTRONIC FILING PLATFORM FOR RULE 410B SUBMISSIONS

Pursuant to Exchange Rule 410B, all transactions effected in NYSE-listed securities by members and
member organizations which are not reported to the Consolidated Tape must be electronically reported to the
Exchange. Transactions for a member or member organization's own account or for their customer accounts
are required to be reported to the Exchange under the rule.

Effective December 31, 2002, the SIAC developed Rule 410B Data Entry application will be discontinued.
Firms are requested to delete the SIAC developed application from their computers as it will no longer be able
to upload this data to SIAC.

Firms submitting Rule 410B data must register with the SIAC PC Service Center at (212) 383-2062 by
December 1, 2002. After registering, SIAC will provide instructions and assistance for the Electronic Filing
Platform (“EFP”) Data Entry application which will be the system utilized for Rule 410B submissions. The
information (see Information Memo Number 92-32, dated November 13, 1992) required for the submission of
Rule 410B data remains the same. The new EFP application will provide a secure, two-way exchange of data
and messages in a web-based environment between the firm and the Exchange.

Each registered firm will be requested to test the EFP application until December 13, 2002. This step is
necessary to identify and address any problems that may arise from using the new application.

Effective December 16, 2002, the EFP application will be activated. At that time all new Rule 410B data will
be required to be submitted to the NYSE via the EFP application. The old system will continue to be available
from December 16, 2002 to December 31, 2002, only to enter corrections or to delete records previously
submitted utilizing the old system.

The EFP application may be accessed by computer at the following website address: https://
triton.efp.nyse.com.

For additional information on technical issues regarding the EFP Rule 410B Data Entry application, please
contact SIAC at the stated telephone number.

Questions concerning Rule 410B may be directed to Donald Siemer at (212) 656-6940.

Regina C. Mysliwiec - Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

394

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P02-47%2909013e2c855b349e?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/92-32/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 02-46

Click to open document in a browser

October 31, 2002

   New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005

NYSE

Member Firm Regulation

ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: COMPLIANCE WITH SECTION 326 (“VERIFICATION OF IDENTIFICATION”) OF THE USA
PATRIOT ACT

On July 23, 2002, the Department of the Treasury (“Treasury”), through the Financial Crimes Enforcement
Network (“FinCEN”) and the Securities and Exchange Commission (the “Commission”), jointly issued a

proposed regulation 1   to implement Section 326 of the USA PATRIOT Act of 2001. Section 326 requires
the Secretary of the Treasury to jointly prescribe with the Commission a regulation that, at minimum, requires
broker-dealers to implement reasonable procedures to verify the identity of any person seeking to open an
account; maintain records of the information used to verify the person's identity; and determine whether the
person appears on any lists of known or suspected terrorists or terrorist organizations.

An October 11, 2002 Treasury release 2   advised all financial institutions, including securities brokers and
dealers, that they will not be required to comply with Section 326 until final implementing regulations are
issued and become effective. Treasury has indicated that the final regulations will provide a “reasonable
amount of time in which to come into compliance.” In the interim, members and member organizations should
become familiar with the current expectations of the proposed regulation and monitor Treasury's website
(www.treasury.gov) for further developments in this regard.

Also, members and member organizations are reminded that NYSE Rule 445 (“Anti-Money Laundering
Compliance Program”) requires that all designated “AML Contact Persons” be identified to the Exchange by
name, title, mailing address, e-mail address, telephone number, and facsimile number. A number of members
and member organizations have either not provided an AML contact person at all or have not provided all
of the contact information required for such persons. Failure to provide this information, particularly e-mail
address, hinders the timely dissemination of AML notices to the membership and may result in regulatory
action.

Questions regarding this Information Memo may be directed to Stephen A. Kasprzak at 212-656- 5226.

Salvatore Pallante - Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Footnotes

1  See Release No. 34-46192, File No. S7-25-02.
2  http://www.treasury.gov/press/releases/po3530.htm

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

396

http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 02-45

Click to open document in a browser

October 21, 2002

   Market Surveillance

New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

NYSE

ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: TRADING OF FRESCO DOW JONES STOXX 50 FUND AND FRESCO DOW JONES EURO
STOXX 50 FUND

Trading in two listed Exchange-Traded Funds (“Funds”) is scheduled to begin on the NYSE on October 21,
2002. The Funds include shares of the Fresco SM Dow Jones STOXX 50 SM Fund (symbol: FEU) and Fresco
SM Dow Jones EURO STOXX 50 SM Fund 1   (symbol: FEZ), each of which is a series of Fresco SM Index

Shares Funds, a registered investment company. 2 

The purpose of this memorandum is to outline various rules and policies that will be applicable to trading in
these Funds.

Characteristics of the Funds Generally:

The Funds are each a separate series of Fresco Index Shares Funds (the “Trust”). 3   UBS Global Asset
Management (US) Inc. (“UBS Global AM”), an indirect wholly owned asset management subsidiary of UBS
AG (“UBS”), acts as the advisor (the “Advisor”) to the Funds. UBS Global Asset Management International
Ltd. (“UBS Global AM Ltd.”), an indirect wholly owned asset management subsidiary of UBS, acts as the sub-
advisor to the Funds. STOXX Limited, a joint venture among Deutsche Boerse AG, Dow Jones & Company,
Inc., Euronext Paris SA and SWX Swiss Exchange (“STOXX”), provides and services the Dow Jones STOXX
50 and Dow Jones EURO STOXX 50 indexes (each an “Index” or “Underlying Index”).

For a more complete description of the Funds and their respective Underlying Indices, visit the STOXX
website at www.stoxx.com.

Characteristics of Funds Generally:

The investment objective of each Fund will be to provide investment results that correspond generally to the
price and yield performance of its underlying index. The underlying index for Fresco SM DOW Jones STOXX
50 Fund is the Dow Jones STOXX 50 Index, which represents the performance of the 50 largest companies,
across all components of the 18 Dow Jones STOXX 600 SM market sector indexes. The Dow Jones STOXX
600 SM market sector indexes are a subset of the pan-European Dow Jones STOXX Total Market Index and
contain the 600 largest stocks traded on the major exchanges in Europe.
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The underlying index for the Fresco SM Dow Jones EURO STOXX 50 SM Fund is the DOW Jones EURO
STOXX 50 Index, which represents the performance of the 50 largest companies, across all components
of the 18 Dow Jones EURO STOXX 600 SM market sector indexes. The Dow Jones EURO STOXX 600 SM

market sector indexes are a subset of the Dow Jones EURO STOXX SM Total Market Index and contain the
600 largest stocks traded on the major exchanges in the Eurozone.

In seeking to achieve its respective investment objective, each Fund will utilize “passive” indexing investment
strategies, attempting to replicate, before expenses, the price and yield of each Underlying Index. Each Fund
generally will invest in all of the stocks comprising its Underlying Index in proportion to their weightings in
the Underlying Index. However, each Fund may, in certain circumstances, purchase only a sample of stocks
in its Underlying Index in proportions expected by the Advisor to replicate generally the performance of the
Index as a whole, choose to overweight a stock in the Index, purchase securities not in the Index which
the Advisor believes are appropriate to substitute for the securities contained in the Index, or utilize other
available investment techniques in seeking to track the Index.

Each Fund will invest at least 90% of its total assets in the stocks of the Underlying Index. Each Fund may
invest its remaining assets in money market instruments, convertible securities, structured notes and in
options and futures contracts. Each Fund also intends to maintain the required level of diversification so as to
qualify as a regulated investment company under the Internal Revenue Code (the “Code”). Compliance with
the diversification requirements of the Code could limit the investment flexibility of each Fund.

Issuance of Creation Unit Aggregations

In General. Shares of each Fund will be issued on a continuous offering basis in groups of 50,000 shares or
more. These “groups” of shares are called “Creation Unit Aggregations.” The Funds will issue and redeem
Fund shares only in Creation Unit Aggregations. As with other open-end investment companies, Fund shares
will be issued at the net asset value (“NAV”) per share next determined after an order in proper form is
received.

Exchange Rules Applicable to the Trading of these Funds

Generally, the rules applicable to ETFs trading on a UTP basis are applicable to the Funds mentioned. See
Information Memo Number 01-20 (July 31, 2001), which was issued in connection with the UTP trading of the
NASDAQ 100 Trust (symbol QQQ), Standard and Poor's Depositary Receipts (symbol SPY) and the Dow
Industrials DIAMONDS (symbol DIA). The applicable rules from Information Memo Number 01-20 as well as
certain exemptions from the Securities Exchange Act of 1934 and NYSE Rules are reiterated below.

NYSE Rules Applicable to ETFs, Including these Funds

Rule 104 - Rules 104.20 and 104.21 provide a capital requirement for specialists of $500,000 per ETF. A
specialist unit registered only in an ETF would be subject to the $1,000,000 minimum capital requirement of
Rule 104.20.

In addition, Rule 104 facilitates specialist market making in ETFs. Specialists may engage in “parity”
transactions on direct destabilizing ticks without obtaining Floor Official approval. A “parity” transaction in an
ETF would be a trade to bring the security into line with the value of the securities comprising the ETF, or the
value of a futures contract on the index on which the ETF is based.

Rule 13 - Commentary .30 to Exchange Rule 13 provides that stop and stop limit orders in an Investment
Company Unit shall be elected by a quotation, but specifies that if the electing bid on an offer is more than
0.10 points away from the last sale and is for the specialist's dealer account, prior Floor Official approval is
required for the election to be effective. This rule applies to Investment Company Units generally, including
these Funds.
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Rule 36.30 - Rule 36.30 governs the establishment of telephone or electronic communications between the
Exchange's trading floor and any other location. It allows specialists to have telephone lines to the floor of an
options or futures exchange for the purpose of entering hedging orders.

Rule 36 provides that a specialist registered in an ETF may use a telephone or order entry terminal to enter
an order in the ETF itself, in a component security of the ETF, or in an options or futures contract related to
the ETF. In addition, the specialist may use a post telephone to obtain market information with respect to
such ETFs, options, futures, or component securities. The text of Rule 36 makes clear that if an order in a
component security of such ETF is to be executed on the Exchange, the order must be entered in compliance
with NYSE Rule 112.20 and SEC Rule 11a2-2(T), and must be entered only for the purpose of hedging a
position in the ETF.

The specialist may not use the post wire to call a specialist on the NYSE registered in a component stock
of the ETF to enter an order, nor may the specialist use a SuperDOT terminal to send an order directly via
SuperDOT to another specialist. The specialist registered in an ETF is not registered in the component
stocks, and therefore is not permitted to initiate an “on Floor” order in such a stock.

Exchange members, including specialists, are permitted to enter an “off-Floor” order. NYSE Rule 112.20
codifies the principle that a member may use a “communication facility” on the Floor of the Exchange to
call an off-Floor location and enter a proprietary order. The order is deemed to be an “off Floor” order (not
an order initiated on the Floor, or an “on Floor” order), provided the order is routed through a clearing firm's
order room, and is transmitted to the Floor for execution by an unaffiliated member. This latter provision is
consistent with SEC Rule 11a2-2(T), which permits executions of off-floor member proprietary orders by
unaffiliated members. These rules do not impose restrictions on the types of orders which may be executed
pursuant to the exemptive relief provided. Under the amendment to Rule 36, any orders in a component stock
of an ETF entered for execution on the Exchange from the specialist's post, either by telephone or by means
of a SuperDOT terminal, would have to be routed through a clearing firm's order room and transmitted back
to the Floor for execution without the specialist in the ETF interacting with the order or participating in the
execution in any way.

Market-on-Close/ Limit-At-The-Close Policy/ Pre-Opening Price Indications Policy - Orders in ETFs are not
subject to the Exchange's Market-On-Close (“MOC”)/ Limit-at-the- close (“LOC”) policy concerning order entry
limitations, cancellation of orders during a regulatory halt, imbalance publications, and any other limitations or
procedures with respect to MOC/LOC procedures. A MOC/LOC order in an ETF can be entered at any time
without regard to the limitations of the Exchange's MOC/LOC policies. In addition, the closing price of an ETF
will not be subject to publication of imbalances under the Exchange's MOC/LOC policy.

Similarly, the Exchange's policies regarding mandatory dissemination of pre-opening price indications (other
than ITS pre-opening notifications) in the case of significant order imbalances and potentially large price
dislocation from the prior close would not apply to ETFs. Both the MOC/LOC procedures and the mandatory
pre-opening price indications policy are intended to solicit offsetting contra side interest to minimize price
dislocation. This rationale does not apply in the case of ETFs, which are derivatively priced in relation to,
among other things, the values of the underlying component securities, regardless of the extent of an order
imbalance.

Rule 105(l) - Rule 105(l), which prohibits affiliates of specialist units from acting as a primary market maker
in the option on a specialty security, permits such activity with respect to options on a Fund for affiliates
of specialists that have Rule 98 approved procedures in place. The Exchange believes that, as ETFs are
derivatively priced, the conflicts of interest with respect to market making in both the underlying security and
its corresponding option are minimized in this case. The Exchange will also permit a Rule 98 affiliate of the
ETF specialist to act in a market making capacity (but not as a specialist) in the ETF itself on another market
center.

Rule 98 - Exchange Rule 98 provides that affiliates of a specialist organization can receive an exemption
from certain rules applicable to specialists (principally impacting proprietary trading and investment banking),
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provided they establish a system of information barriers between themselves and the affiliated specialist. One
of the conditions for the Rule 98 exemption is that the specialist organization be capitalized separate and
apart from any affiliate. The Exchange has deleted this requirement in the case of a specialist organization
that is registered only in ETFs. The Exchange believes that the separate capitalization requirement is not
required in this instance, and that the question of adequacy of capital can be appropriately addressed by the
special allocation committee which will allocate the ETF. However, a specialist organization that is registered
only in ETFs will remain subject to the minimum capital requirements specified in Rule 104.20.

Rule 1100 - Rule 1100(a) clarifies that NYSE rules applying to Investment Company Units (which include
these Funds) also apply to securities fitting that definition that are traded on the Exchange on the basis of
unlisted trading privileges.

Hours of Trading — Like other ETFs, these Funds will trade until 4:15 p.m.

Exemptive, Interpretive and No-Action Relief Under Federal Securities Regulations and
NYSE Rules

The Securities and Exchange Commission (“SEC”) has issued exemptive, interpretive and no-action relief
from certain provisions of and rules under the Securities Exchange Act of 1934 regarding trading in the
above-mentioned Funds. In addition, the Exchange has taken an interpretive position with respect to its short
sale rule.

Short Sale Rules - Transactions in ETFs will not be subject to “tick” requirements of the short sale rule of the
Commission (Rule 10a-1) or the Exchange (Rule 440B). Short orders must be marked SHORT or SHORT
EXEMPT.

Regulation M Exemptions - Generally, Rules 101 and 102 of Regulation M prohibit any “distribution
participant” and its “affiliated purchasers” from bidding for, purchasing, or attempting to induce any person
to bid for or purchase, any security which is the subject of a distribution until after the applicable restricted
period, except as specifically permitted in Regulation M. The provisions of the Rules apply to underwriters,
prospective underwriters, brokers, dealers, and other persons who have agreed to participate or are
participating in a distribution of securities.

The SEC has granted an exemption from Rule 101 under Regulation M to permit persons participating
in a distribution of shares of the above-mentioned Funds to engage in secondary market transactions in
such shares during their participation in such a distribution. In addition, the SEC has granted relief under
Regulation M to permit persons who may be deemed to be participating in the distribution of shares of the
above-mentioned Funds (i) to purchase securities for the purpose of purchasing Creation Unit Aggregations
of Fund shares and to (ii) tender securities for redemption in Creation Unit Aggregations. Further, the SEC
has clarified that the tender of Fund shares to the Fund for redemption does not constitute a bid for or
purchase of any of the Fund's securities during the restricted period of Rule 101. The SEC has also granted
an exemption pursuant to paragraph (e) of Rule 102 under Regulation M to allow the redemption of Fund
shares in Creation Unit Aggregations during the continuous offering of shares.

Customer Confirmations for Creation or Redemption of Fund Shares (Rule 10b-10) — Broker—dealers who
handle purchases or redemptions of Fund shares in Creation Unit size for customers will be permitted to
provide such customers with a statement of the number of Creation Unit Aggregations created or redeemed
without providing a statement of the identity, number and price of shares of the individual securities tendered
to the Fund for purposes of purchasing Creation Unit Aggregations (“Deposit Securities”) or the identity,
number and price of shares of to be delivered by the Trust to the redeeming holder (“Redemption Securities”).
The composition of the securities required to be tendered to the Fund for creation purposes and of the
securities to be delivered on redemption will be disseminated each business day and will be applicable
to requests for creations or redemption, as the case may be, on that day. This information will be publicly
available at the Exchange and will be made available to requesting broker-dealers or other persons through
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other third-party information providers. This exemptive relief under Rule 10b-10 with respect to creations and
redemptions is subject to the following conditions:

(1) Confirmations to customers engaging in creations or redemptions must state that all information required
by Rule 10b-10 will be provided upon request;

(2) Any such request by a customer for information required by Rule 10b-10 will be filed in a timely manner, in
accordance with Rule 10b-10(c);

(3) Except for the identity, number and price of shares of the component securities of the Deposit Securities
and Redemption Securities, as described above, confirmations to customers must disclose all other
information required by Rule 10b- 10(a).

SEC Rule 14e-5 — An exemption from Rule 14e-5 has been granted (but not as to the fixed income Funds
as the Rule doesn't apply to debt) to permit any person acting as a dealer-manager of a tender offer for a
component security of the above-mentioned non-fixed income Funds to (1) redeem Fund shares in Creation
Unit Aggregations from the issuer that may include a security subject to such tender offer and (2) to purchase
Fund shares during such tender offer. In addition, a no-action position has been taken under Rule 14e-5 if a
broker-dealer acting as a dealer-manager of a tender offer for a security of the Fund purchases or arranges
to purchase such securities in the secondary market for the purpose of tendering such securities to purchase
one or more Creation Unit Aggregations of shares, if made in conformance with the following:

(i) such bids or purchases are effected in the ordinary course of business, in connection with a basket of 20 or
more securities in which any security that is the subject of a distribution, or any reference security, does not
comprise more than 5% of the value of the basket purchased; or

(ii) purchases are effected as adjustments to such basket in the ordinary course of business as a result of a
change in the composition of the underlying index; and

(iii) such bids or purchases are not effected for the purpose of facilitating such tender offer.

Section 11(d)(1); Rules 11d1-1 and 11d1-2 - Section 11(d)(1) of the Exchange Act generally prohibits a
person who is both a broker and a dealer from effecting any transaction in which the broker-dealer extends
credit to a customer on any security which was part of a new issue in the distribution of which he participated
as a member of a selling syndicate or group within thirty days prior to such transaction. The SEC has
clarified that Section 11(d)(1) does not apply to broker-dealers that engage in both proprietary and customer
transactions in shares of the Funds in the secondary market but do not create Creation Unit Aggregations.
The Commission has also taken a noaction position under Section 11(d)(1) of the Exchange Act that broker-
dealers may treat shares of the above-mentioned Funds, for purposes of Rule 11d1-2, as “securities issued
by a registered open-end investment company as defined in the Investment Company Act” and thereby
extend credit or maintain or arrange for the extension or maintenance of credit on shares that have been
owned by the persons to whom credit is provided for more than 30 days, in reliance on the exemption
contained in the rule.

Rule 15c1-5 and 15c1-6 — The SEC has taken a no-action position with respect to Rule 15c1-5 and
Rule 15c1-6 as to the required disclosure of control by a broker or dealer with respect to creations and
redemptions of Fund shares and secondary market transactions therein.

Other Matters

Suitability — Pursuant to Exchange Rule 405, before a member, member organization, allied member or
employee of such member organization undertakes to recommend a transaction in ETF shares, such member
or member organization should make a determination that such shares are suitable for such customer. If
any recommendation is made with respect to such shares, the person making the recommendation should
have a reasonable basis for believing at the time of making the recommendation, that the customer has such
knowledge and experience in financial matters that he or she may reasonably be expected to be capable of
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evaluating the risks and any special -8- characteristics of the recommended transaction, and is financially
able to bear the risks of the recommended transaction.

Certain Specialist Transactions in ETFs — Rule 460.10 generally precludes certain business relationships
between an issuer and the specialist in the issuer's securities. Exceptions in the Rule permit specialists in
ETF shares to enter into Creation Unit transactions through the Distributor to facilitate the maintenance of
a fair and orderly market. A specialist Creation Unit transaction may only be effected on the same terms
and conditions as any other investor, and only at the net asset value of the Fund shares. A specialist may
acquire a position in excess of 10% of the outstanding issue of the Fund shares, provided, however, that
a specialist registered in a security issued by an investment company may purchase and redeem the
investment company unit or securities that can be subdivided or converted into such unit, from the investment
company as appropriate to facilitate the maintenance of a fair and orderly market in the subject security.

Trading Halts. In order to halt the trading of an ETF, the Exchange may consider, among other things, factors
such as the extent to which trading is not occurring in underlying security(s) and whether other unusual
conditions or circumstances detrimental to the maintenance of a fair and orderly market are present. In
addition, trading in Fund shares is subject to trading halts caused by extraordinary market volatility pursuant
to Exchange Rule 80B.

Prospectus Delivery. Exchange members and member organizations are hereby informed of the prospectus
or Product Description delivery requirements applicable to the Funds. The Trust has obtained an exemptive
order granting relief from certain prospectus delivery requirements under Section 24(d) of the 1940 Act (See
Investment Company Act Release No. 25738 (October 11, 2002). Any product description used in reliance on
a Section 24(d) exemptive order will comply with all representations made therein and all conditions thereto.

Purchases and Redemptions in Creation Unit Size. Members and member organizations are hereby informed
that procedures for purchases and redemptions of Fund shares in Creation Unit Size are described in the
relevant Funds' prospectus, and that the Fund shares are not individually redeemable but are redeemable
only in Creation Unit Size aggregations or multiples thereof.

Custom Orders. All standard orders to create a Creation Unit must be received by UBS Global AM, as
principal underwriter, no later than the close of the regular trading session on the NYSE (ordinarily 4:00 p.m.)
on the date such order is placed in order for creation of Creation Units to be effected based on the net asset
value of Shares as next determined on such date after receipt of the order in proper form. In the case of
custom orders, the order must be received by UBS Global AM, as principal underwriter, no later than 11:00
a.m. New York time.

Surveillance. The Exchange's surveillance procedures for Fund Shares will be similar to the procedures
utilized for other Investment Company Units.

Questions concerning the matters discussed in this Memorandum may be addressed as follows:

General Questions on STOXX and EURO STOXX Funds

James P. McGowan (212) 656-2490 (Exchange Traded Funds)

James F. Duffy (212) 656-5855 (Office of the General Counsel)

Questions on:

Suitability - Mary Anne Furlong (Member Firm Regulation) (212) 656-4823

Specialist Issues - Donald Siemer (Market Surveillance) (212) 656-6940

Regina C. Mysliwiec - Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Fresco is a service mark of UBS AG. Dow Jones, Dow Jones Stoxx, Dow Jones Stoxx 50 and Dow
Jones Euro Stoxx 50 are each service marks of Stoxx Limited.

2  The Funds will be listed and traded as Investment Company Units pursuant to Section 703.16 of the
Listed Company Manual (the "LCM") and the Exchange's Rule 1100.

3  The Trust is registered under the Investment Company Act of 1940, as amended (the "1940 Act"). The
Trust has filed with the Commission a Registration Statement on the Form N-1A under the Securities Act
of 1933 as amended (the "Securities Act") and under the Investment Company Act of 1940 relating to
the Fund.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 02-44

Click to open document in a browser

October 1, 2002

   Market Surveillance

New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

NYSE

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW RULE 80A COLLARS AND RULE 80B CIRCUIT BREAKER LEVELS FOR FOURTH
QUARTER 2002

EFFECTIVE OCTOBER 1, 2002 through DECEMBER 31, 2002

•  

Rule 80A restrictions on index arbitage trading in component

        stocks of the S&P 500 Stock Price Indexsm\*/ will be 

imposed

        when the Dow Jones Industrial Averagesm\**/

        below its closing value

        on the previous trading day by:

        

160 points or more

•  
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Rule 80A restrictions will be 

removed when the DJIA is above

        or below its closing value on the previous trading day by:

        

80 points or less

•  Index arbitage order entry restrictions will be re-imposed each

        time the DJIA advances or declines 

160 points from the prior

        day's close.

•  

Rule 80B trading halts will be triggered when the DJIA declines below

        its closing value on the previous trading day by:

        

800 points (Level 1)

        

1650 points (Level 2)
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2450 points (Level 3)

\*/ “Standard & Poor's 500 Stock Price Index” is a service mark of Standard &

Poor's Corporation.

\**/ “Dow Jones Industrial Average” is a service mark of Dow Jones & Company,

Inc. (“DJIA”) is above or

Rule 80A

Whenever Rule 80A collars are in effect due to a decline in the DJIA, all index arbitage orders to sell any
component stock of the S&P 500 Stock Price Index must be marked “sell plus”; and whenever the collars are
in effect due to an advance in the DJIA, all index arbitage orders to buy must be marked “buy minus”.

Rule 80B

Whenever a Rule 80B circuit breaker is in effect, trading in all stocks on the Exchange will halt for the time
periods specified below.

Level 1 Halt

a) before 2:00 p.m. - one hour;

b) at 2:00 p.m. or later but before 2:30 p.m. - 30 minutes;

c) at 2:30 p.m. or later - trading shall continue, unless there is a Level 2 Halt.

Level 2 Halt

a) before 1:00 p.m. - two hours;

b) at 1:00 p.m. or later but before 2:00 p.m. - one hour;

c) at 2:00 p.m. or later - trading shall halt and not resume for the remainder of the day.

Level 3 Halt

at any time - trading shall halt and not resume for the remainder of the day.

A complete discussion of the calculation of trigger values for Rule 80A and Rule 80B was published in
Information Memo No. 99-8, dated February 12, 1999 and Information Memo No. 98-15, dated April 13, 1998,
respectively.

Questions concerning these matters may be addressed to Brian McNamara at (212) 656-7086 or Donald
Siemer at (212) 656-6940.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

406

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80B/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80B/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80B/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/99-8/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/98-15/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


Regina C. Mysliwiec

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 02-43

Click to open document in a browser

September 27, 2002

   New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

NYSE

Technology

ATTENTION: CHIEF OPERATIONS OFFICER, CHIEF INFORMATION TECHNOLOGY OFFICER, LEGAL
AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: TCP/IP CONVERSION AND 4-CHARACTER SYMBOL SUPPORT UPDATE AND READINESS
SURVEY

THIS MEMORANDUM REQUIRES ACTION BY MEMBERS AND MEMBER ORGANIZATIONS

TCP/IP Conversion

In a post 9-11 effort to ensure more resilient network access to the market the NYSE is requiring a change
in connectivity to its trading systems. The new policy, outlined in Information Memo No. 02-25 dated May 28,
2002, requires members and member organizations to convert their existing data communication lines into
the NYSE's CMS system to the Transmission Control Protocol/Internet Protocol (TCP/IP) for all NYSE orders,
reports and related messages by December 31, 2003.

Starting in the fourth quarter of 2002, access to the NYSE Common Access Point (CAP) network will
be available through the Secure Financial Transaction Infrastructure (SFTI), a more resilient networking
infrastructure that is being built in response to the industry network vulnerabilities exposed by the events of
9-11. SFTI is being built and operated by the Securities Industry Automation Corporation (SIAC), a subsidiary
of the NYSE and AMEX, for the securities industry. SFTI will offer additional connectivity resilience through
more physical access nodes and provide both greater geographic diversity and guaranteed route diversity
from those nodes to the SIAC data centers. Members and member organizations should consider how to
leverage this new facility as they convert their data communications lines to TCP/IP.

4-Character Symbol Support

Information Memo No. 02-25 also outlined the requirement for all NYSE customers to enable their systems
to handle delivery, execution, and clearing of 4-character symbols at the NYSE by no later than October
1, 2002. This enables the NYSE to act as a backup to the NASDAQ market in the event of a catastrophic
event that results in an extended outage of that market. Please note that the date for compliance with
this requirement has been changed to January 1, 2003 to give firms additional time to complete the
necessary system changes.

Readiness Survey

Attached is a survey designed to collect information regarding your firm's preparedness to comply with
these two initiatives. The NYSE is capturing this data from all members and member organizations in order
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to assess industry readiness. Your firm's answers will be kept confidential within the NYSE and SIAC, its
technology provider, unless otherwise permitted by your firm. All members and member organizations

must complete this survey on Survey Central 1   by October 11, 2002.

The following are suggested steps for completing the survey:

• Make copies of this memo (including the survey) or print the survey from Survey Central, and forward it to
the personnel responsible for connectivity and order routing to the NYSE,

• Identify the person within your organization with access to the Electronic Filing Platform (EFP) and Survey
Central, and

• Collect the survey answers and have your firm's Survey Central user enter them into the system.

For questions or comments about the survey or for general information concerning the conversion to TCP/
IP please e-mail capinfo@nyse.com. For questions about physical connectivity please e-mail sfti@siac.com.
For questions or comments regarding support of 4-character symbols please contact Joseph Fawcett at
212-656-8585 (jfawcett@nyse.com). For questions or comments regarding Survey Central or the Electronic
Filing Platform (EFP) contact the SIAC Service Center 212-383-2062.

NYSE Regulation Information Memos are available at http://www.nyse.com/regulation. Technical information
is available at http://www.nyse.com/techspecs.

Roger Burkhardt

Chief Technology Officer

Attachments

Background

1. Please provide your member or member organization name:
____________________________________________

2. Please fill in respondent information (this is the person who is actually entering and submitting the survey
responses on EFP).

2.1. First name: ______________________________

2.2. Last name: _______________________________

2.3. Title: ___________________________________

2.4. Department: ______________________________

2.5. Phone: ___________________________________

2.6. E-mail: __________________________________

3. Does your firm send orders electronically to the NYSE?

•       Yes

•       No

If you answered “No” in question 3 above, please skip (scroll) to the end of the survey and click on
the Submit button, you do not have to answer any more questions. However, if your firm does send
any orders electronically to the NYSE, please continue with the survey.

TCP/IP Conversion, NYSE CAP and SIAC SFTI
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In an effort to ensure more resilient network access to the market the NYSE is requiring a change in
connectivity to its trading systems. This new policy requires members and member organizations to convert
their existing data communications lines from legacy communication protocols (i.e., X.25, 3270 Bisync, 8A1
Async, SNA) to Transmission Control Protocol/Internet Protocol (TCP/IP) for all NYSE orders and reports by
December 31, 2003.

This survey is designed to collect information regarding your firm's preparedness to comply with this initiative.
The NYSE is capturing this data from all members and member organizations in order to assess industry
readiness. Your firm's answers will be kept confidential within the NYSE and SIAC, its technology provider,
unless otherwise permitted by your firm. All members and member organizations must complete this
survey online at Survey Central by October 11, 2002.

This TCP/IP conversion may require new network connections and order management application
development in order to use TCP/IP connections for order flow to the NYSE's Common Message Switch
(CMS). TCP/IP connectivity to CMS is available through the NYSE Common Access Point TM (CAP) network,
which was launched in April 2000 to provide a single point of access to a broad array of NYSE information
products and execution services.

Firms have flexibility and choice of connecting to CAP either through a traditional telecom carrier, Extranet,
or Service Bureau. If your firm will be connecting to CAP via a Service Bureau, the connection to the Service
Bureau does not have to be TCP/IP, however the Service Bureau must have a TCP/IP connection to CAP.

Starting in the fourth quarter of 2002, access to CAP will be available through the Secure Financial
Transaction Infrastructure (SFTI), a more resilient networking infrastructure that is being built in response
to the industry network vulnerabilities exposed by the attacks of 9-11. This infrastructure is being built and
operated by the Securities Industry Automation Corporation (SIAC), a subsidiary of the NYSE and Amex, for
the securities industry. SFTI will offer additional connectivity resilience through more physical access nodes
and provide both greater geographic diversity and guaranteed route diversity from those nodes to the SIAC
data centers. There are four access nodes in the New York Metropolitan area, and one important change is
that these access nodes are remote from SIAC's data centers.

You can request information about scheduling connectivity via SFTI by sending an e-mail to sfti@siac.com.

Please note that SFTI supports TCP/IP interfaces only. Therefore, the conversion to TCP/IP should be
expedited not just to meet the December 31, 2003 deadline, but also to ready your firm for connectivity to the
more resilient SFTI infrastructure.

4. Please indicate who in your organization is or will be the project manager/lead person responsible for
ensuring that your firm complies with the NYSE's new policy regarding TCP/IP access to CMS.

4.1. First name: _____________________________

4.2. Last name: ______________________________

4.3. Title: ___________________________________

4.4. Department: _____________________________

4.5. Phone: __________________________________

4.6. E-mail: __________________________________

5. Please indicate who in your organization is the technical lead responsible for connectivity to the NYSE.

5.1. First name: _____________________________

5.2. Last name: ______________________________

5.3. Title: ___________________________________

5.4. Department: _____________________________
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5.5. Phone: __________________________________

5.6. E-mail: _________________________________

6. If your firm will be using a Service Bureau to comply with this new policy for any of your order flow to
the NYSE, please indicate the Service Bureau(s) and provide the date(s) that your Service Bureau(s) has
scheduled to complete testing and conversion to TCP/IP connectivity to the NYSE (leave blank if not using a
Service Bureau). (check all that apply)

•       ADP                                     date: 

           

•       ADP/SIS                                 date: 

           

•       Belzberg                                date: 

           

•       Beta Systems                            date: 

           

•       Double Alpha Holdings                   date: 

           

•       FIXchange                               date: 

           

•       Global Brokerage Concepts               date: 
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•       Lava Trading                            date: 

           

•       NYFIX                                   date: 

           

•       OM Technology                           date: 

           

•       PCX Trade                               date: 

           

•       Reuters/Bridge Data                     date: 

           

•       Royalblue                               date: 

           

•       S1/Davidge                              date: 

           

•       Sungard Trading Systems - Brass         date: 
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•       TLW Securities                          date: 

           

•       Traderoute Direct                       date: 

           

•       Tradeware                               date: 

           

7. What percentage of your order flow will be via a Service Bureau(s)? (check one box only)

•       Not using a Service Bureau

•       1-24%

•       25-49%

•       50-74%

•       75-99%

•       100%

If you answered “100%” for question 7 above, please skip to question #30 in the 4-Character Symbol
Support section. For all other responses to question #7, please continue with the survey.

In order to migrate to TCP/IP the following must be accomplished.—1) A physical connection must be
established and 2) Order management systems must be modified to support TCP/IP. Development on your
firm's order management system(s) may be required in order to support TCP/IP (i.e. development of a 4-Byte
Header, CMS Logon message, and heartbeat message). This information is detailed in the Customer Guide
to the NYSE Common Access Point (you will have an opportunity to request this and other documentation
later in the survey).

8. What is your firm's target for starting work on the IP conversion?

•       Already started
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•       Q4 2002

•       Q1 2003

•       Q2 2003

•       Q3 2003

•       Q4 2003

•       No plans yet

8.1. If you answered “No plans yet” to question #8, please state your reason: ________________________
__________________________________________________________________________________

9. What is your firm's target date for completing any required development (e.g. 4-byte header)?

•       All required development completed

•       Q4 2002

•       Q1 2003

•       Q2 2003

•       Q3 2003

•       Q4 2003

•       No plans yet

9.1. If you answered “No plans yet” to question #9, please state your reason: ________________________
__________________________________________________________________________________

10. Does your firm use a 3 rd-party vendor order management/routing system for transmitting orders to the
NYSE, and therefore depend on the 3 rd-party vendor to make system changes to complete the conversion to
TCP/IP?

•       Yes
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•       No

10.1. If you answered “Yes” to question #10, please indicate which vendor and product you use?

Vendor: ____________________________________________________________________

Product Name/Version: _______________________________________________________

11. What is your firm's target for completing the IP conversion (i.e. 100% of all traffic)?

•       Already converted

•       Q4 2002

•       Q1 2003

•       Q2 2003

•       Q3 2003

•       Q4 2003

•       No plans yet

11.1. If you answered “No plans yet” to question #11, please state your reason: __________________
__________________________________________________________________________________

12. Please list any obstacles that may impede a timely completion of your firm's TCP/IP conversion:
________
_______________________________________________________________________________________
_______________________________________________________________________________________

13. Is your firm currently connected to NYSE CAP?

•       Yes

•       No

13.1. If you answered “Yes” to question #13, has your firm established a connection to CMS via CAP for your
order flow?

•       Yes

•       No

14. Which of your firm's business units have not yet been converted to TCP/IP?
(Please list each business unit and briefly explain why they have not been converted)
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_______________________________________________________________________________________
_______________________________________________________________________________________
_______________________________________________________________________________________

Please note that firms with connections to CAP for services other than CMS (order flow) can potentially
leverage these connections for sending orders to the NYSE, provided that there is enough bandwidth
allocated for each application.

15. If you are currently connected to CAP, does your firm require additional CAP connection(s) to support the
TCP/IP conversion?

•       Yes

•       No

•       Don't know

As mentioned earlier, access to CAP will be available through SFTI in a phased roll out starting in the fourth
quarter of 2002. For this reason, any commitments for new lines directly into SIAC's two data centers should
be short-term. However, due to the added resiliency of the SFTI infrastructure the NYSE recommends that
any new connections to CAP be made via SFTI.

16. When does your firm plan to place orders to obtain physical connectivity to CAP via SFTI?

•       Q4 2002

•       Q1 2003

•       Q2 2003

•       Q3 2003

•       Q4 2003

•       Not planning on utilizing SFTI for CAP at this time

•       Don't know

17. How do you intend to connect to SFTI for access to CAP? (check all that apply)

•       Direct Connect (i.e. dedicated leased line)

•       Extranet
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•       Not planning on utilizing SFTI for CAP at this time

•       Don't know

18. Please select the number of physical connections that your firm is looking to establish to the four available
SFTI nodes in the NY Metro area.

•       Two (minimum required)

•       Three

•       Four

•       Not planning on utilizing SFTI for CAP at this time

•       Don't know

19. Please indicate your interest in future physical connectivity options outside the NY Metro area. (check all
that apply)

•       Boston

•       Chicago

•       Other

•       Not planning on utilizing SFTI for CAP at this time

•       Don't know

19.1. If you chose “Other” in question 19 above, please list other locations of interest: _____________
__________________________________________________________________________________

20. If your firm is not planning on connecting to SFTI for all new (or additional) lines to CAP, please state your
reasons(s). _____________________________________________________________________________
_______________________________________________________________________________________
_______________________________________________________________________________________

In order to perform functional testing prior to production cutover of TCP/IP CMS connections, your firm will
need to establish a separate connection to the CAP Test environment at SIAC. You may connect to the test
environment via the Internet, an Extranet or SFTI.

21. When will your firm establish connectivity to the SIAC test environment?
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•       Already established

•       Q4 2002

•       Q1 2003

•       Q2 2003

•       Q3 2003

•       Q4 2003

•       No plans yet

Getting help for TCP/IP conversion

22. Would you like someone at the NYSE to contact you regarding your connectivity options?

•       Yes

•       No

23. Does your firm have any questions or require additional information in order to proceed with planning or
executing your conversion to TCP/IP and CAP?

•       Yes

•       No

23.1. If you answered “Yes” to question 23, please list your questions here or e-mail physical
connectivity questions to sfti@siac.com or other questions to capinfo@nyse.com: ______________
________________________________________________________________________________
________________________________________________________________________________
________________________________________________________________________________

24. Would you like someone at the NYSE to contact you to discuss candidate consultants/vendors that can
assist you in planning and executing your conversion to CAP via TCP/IP?

•       Yes

•       No

24.1. If you answered “Yes” to question 24, please indicate the areas that your firm would like to be contacted
about. (check all that apply)
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•       Software development

•       Network support

•       Testing

•       Other

24.1.1. If you selected “Other” to question 24.1, please list the additional areas for which your firm
may require consultant/vendor assistance: _______________________________________________
______________________________________________________________________________
______________________________________________________________________________

SECTOR, a subsidiary of SIAC, is planning to offer assistance to firms with their TCP/IP conversion.
To facilitate a timely production cut over, this chargeable service will provide a knowledgeable project
management team and automated test tools.

25. Would your firm be interested in this SECTOR service?

•       Yes

•       No

•       Don't know

26. The following Interface Specifications and How-To guides are available:

• Customer Guide to the NYSE Common Access Point (rev. 1.3),

• NYSE Common Access Point Member Firm Interface Specification (rev. 1.5),

• Common Message Switch (CMS) Interface Standards Manual (rev. 1.0, August 2002),

• FIX Service Interface Specification and User Guide (rev. 1.2), and

• FIX Sample Messages

Would you like all of these documents to be e-mailed to the project and technical leads listed above?

•       Yes

•       No

Message formats and routing

The NYSE currently accepts orders sent via CAP in the Floor Communications Standards (FCS) message
format, as well as the Financial Information eXchange (FIX) message format, versions 4.1 and 4.2.

27. Please select all message formats that your firm will use for TCP/IP NYSE order flow. (check all that
apply)

•       FCS
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•       FIX 4.1 (with user tags)

•       FIX 4.2 (with user tags)

28. Are there any other formats or protocols that you would like supported to make it easier for your firm to
convert to TCP/IP?

•       Yes

•       No

28.1. If you answered “Yes” to question #28, please list which ones:
___________________________________________________________________________________________________________

29. Does your firm currently have the ability to separate NYSE order traffic from AMEX order traffic on
separate sessions?

•       Yes

•       No

4-Character Symbol Support

At the request of the SEC, each of the primary markets have been asked to provide trading and post trade
support for the other market's securities in the event that either market is rendered unavailable for an
extended period of time.

In response, the NYSE has prepared its systems to handle trading of certain 4-character NASDAQ securities.
These securities will retain their 4-character symbol and will be traded the same way as any other NYSE
security. This means that these securities will be assigned a specialist and post location on the NYSE
Trading Floor, and they will be processed along with all NYSE securities by the NYSE trading and post trade
systems. In order to ensure that this contingency capability is truly effective, each customer must also have
the capability of delivering and processing 4-character symbols to/from the NYSE. The revised date for
members and member organizations to comply with this requirement is January 1, 2003.

30. Please indicate who in your organization is or will be the project manager/ lead responsible for ensuring
that your firm meets this requirement

30.1. First name: __________________________________

30.2. Last name: ____________________________________

30.3. Title: _______________________________________

30.4. Department: __________________________________

30.5. Phone: _______________________________________

30.6. E-mail: ______________________________________

31. When will your firm be ready to support, in a contingency, trading and clearing of NASDAQ securities at
the NYSE?
_______________________________________________________________________________________________________________________________________________________________________________________________________________
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32. Please list any obstacles impeding a timely completion of your firm's
support for trading, in a contingency, of NASDAQ securities at the NYSE.
__________________________________________________________________________________________________________________________________________________________________________________

33. Please list any specific information that your firm requires, to complete the development of this
requirement.
__________________________________________________________________________________________________________________________________________________________________________

34. In contingency mode, are your Post Trade Systems capable of sending/receiving NASDAQ securities
intermingled with NYSE securities for the following applications:

                                                                       Yes     No      
 Do not use this system

34.1.        On-Line Comparison System (OCS)                           •       •         
      •

34.2.        Limit Order Reconciliation (LOR)                          •       •         
      •

34.3.        Merged Order Log Output (MOL)                             •       •         
      •

34.4.        As-of Status Request System (AOSR)                        •       •         
      •

34.5.        NYSE Listed Contract Output (LSN)                         •       •         
      •

35. Has your firm tested support for trading 4-character NASDAQ securities at the NYSE or AMEX with
SIAC?

•       Yes

•       No

35.1. If you answered “No” to question #34, when will your firm be prepared to test with SIAC? ________
_________________________________________________________________________________

35.2. Which message format does your firm intend to use to test submission and comparison of 4- character
NASDAQ securities at the NYSE?

•       FCS

•       FIX 4.1 (with user tags)
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•       FIX 4.2 (with user tags)

(Please contact Jim Wieman at (212) 383-7106 to schedule a mutually convenient test time)

Thank You

Thank you for completing the survey. If you have any additional questions, comments, or any issues that you
feel have not been addressed, please let us know here.

__________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

As mentioned previously, for questions or comments about the survey or for general information concerning
the conversion to TCP/IP please e-mail capinfo@nyse.com. For questions about physical connectivity please
e-mail sfti@siac.com. For questions or comments regarding support of 4-character symbols please contact
Joseph Fawcett at 212-656-8585 (jfawcett@nyse.com). For questions or comments regarding Survey Central
or the Electronic Filing Platform (EFP) contact the SIAC Service Center 212-383-2062.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Survey Central is an application found on the Electronic Filing Platform (EFP), an extranet built by
the NYSE to support authenticated, encrypted, two-way communications between the NYSE and its
membership. EFP currently hosts such applications as Survey Central, Branch Office Approvals, Short
Interest Reporting, etc.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

422

http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 02-42

Click to open document in a browser

September 19, 2002

   Member Firm Regulation

New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005

NYSE

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, AND SENIOR REGISTERED OPTION
PRINCIPAL AND COMPLIANCE REGISTERED OPTION PRINCIPAL

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ALERTING CUSTOMERS TO ADJUSTMENTS TO OPTIONS CONTRACTS RESULTING FROM
CORPORATE ACTIONS

The New York Stock Exchange, Inc. (“NYSE” or the “Exchange”) has recently become aware that some
broker/dealers may not be informing customers about adjustments to their options contracts that arise from
corporate actions. The purpose of this memorandum is to advise members and member organizations to
review or develop procedures as necessary to alert their customers of adjustments to their options contracts
caused by corporate actions.

Trading in options entails certain risks and is not suitable for all investors. To help ensure that options
customers understand these risks, the rules of the NYSE and other self-regulatory organizations (“SROs”)
require members to deliver the options risk disclosure document entitled “Characteristics and Risks of
Standardized Options” at or prior to the time a customer's account is approved for options trading. Broker/
dealers must provide customers with revised versions of the disclosure document as it is amended.

The options risk disclosure document discusses the effect that corporate actions, such as a stock dividend,
stock distribution, stock split, reverse stock split, rights offering, distribution reorganization, recapitalization,
reclassification or similar event in respect to an underlying security, or a merger, consolidation, dissolution or
liquidation of the issuer of the underlying security, may have on the terms of an options contract. As a general
rule, corporate actions can result in an adjustment in the number of shares underlying an options contract or
the exercise price, or both. Adjustments to options contracts are done to maintain fairness, so that the terms
of the contract reflect the corporate action.

Adjustments to the terms of listed options contracts are governed by the rules of The Options Clearing
Corporation (“OCC”). The OCC is the issuer of listed options and also provides clearance and settlement
facilities. The OCC has a series of general adjustment rules to account for corporate actions. Adjustments
to options contracts are made by a committee of those SROs on which the particular contract is traded on
a case-by-case basis or by following statements of policy or interpretations having general application to
specified types of events. The determinations of adjustments to particular contracts are disseminated to each
options exchange as they are made. The OCC also provides information about adjustments to contracts on
its web site at http://optionsclearing.com/market/info_memos.jsp. Each options exchange, in turn, provides for
the dissemination of information concerning these adjustments to specific options contracts to the exchange's
members.

The Exchange is concerned that broker/dealers may not be passing on the specific information about contract
adjustments to their affected options customers. Although broker/dealers provide notice to customers of the
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risks of corporate actions on their options contracts generally through the options risk disclosure document,
the Exchange believes that broker/dealers should consider additional steps to ensure that customers
are informed of particular adjustments to options contracts they hold. Failure to provide customers with
information concerning adjustments to an options contract may violate the rules of an options exchange
or SRO, including Just and Equitable Principles of Trade. Accordingly, the NYSE advises broker/dealers
to review their procedures, or develop procedures as necessary, to alert customers of adjustments to their
options contracts.

Any questions relating to this memorandum should be addressed to Thora Becker at 212-656-4808 or Mary
Anne Furlong at 212-656-4823.

Salvatore Pallante

Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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August 30, 2002

   Member Firm Regulation

New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005

NYSE

ATTENTION: CHIEF EXECUTIVE OFFICER, CHIEF OPERATIONS OFFICER, LEGAL AND COMPLIANCE
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: UPDATES TO MEMBERSHIP PROFILE VIA THE NYSE'S ELECTRONIC FILING PLATFORM

THIS MEMORANDUM REQUIRES ACTION BY MEMBERS AND MEMBER ORGANIZATIONS

MEMBERSHIP PROFILE UPDATE

This is a follow-up to Information Memo No. 01-11, dated June 9, 2001, in which the New York Stock
Exchange, Inc. (“NYSE” or the “Exchange”) advised members and member organizations of their on-going
obligation to update certain organizational information, including the identity of principal executive officers and
key personnel. In this regard, the Exchange has developed a new systems application for the Electronic Filing

Platform (“EFP”) 1   to facilitate the processing of this information electronically.

During the past year, EFP has been amended to include additional contact information, e.g., Heads of Block/
Institutional Trading, Derivatives Desk and Retail and Program Trading. Further, pursuant to Rule 445,
members and member organizations are required to furnish the Exchange with an Anti-Money Laundering
contact through the EFP system (see Information Memo No. 02-21, dated May 6, 2002).

Members and member organizations have been expected to review/update information submitted via
EFP, as applicable, on a semi-annual basis. However, given the importance of communicating critical
information quickly to the appropriate persons, particularly during emergencies, it is necessary that the
contact information be more current. Accordingly, effective immediately, information furnished to the
Exchange through EFP, should be reviewed and/or updated on a quarterly basis, i.e., March, June,
September, and December. Failure to maintain such information current could result in your organization not
receiving critical business information on a timely basis.

Membership Profile information has been expanded to include:

•New EFP Contact Persons

•Listing of Members' and Member Organizations' Affiliates

•Listing of Correspondent Broker-Dealers and Clearing Firms

New EFP Contacts

As part of EFP, the Exchange is implementing a new outbound electronic messaging service to provide
timely notification of certain events, including emergencies, to members and member organizations. Effective
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immediately, members and member organizations should furnish the Exchange with the following four new
contacts:

•Security Officer Contact,

•NYSE Trading Contingency Contact,

•NYSE Operations Alert Contact, and

•Business Continuity and Contingency Planning Contact. 2 

For each of the contacts noted above, members and member organizations should designate two persons as
contacts, one of which is a senior officer as referenced in Rule 351(e).

1. Security Officer Contact.—Members and member organizations should designate two contact persons to
receive forwarded e-mail alert messages regarding potential physical or cyber security threats from Homeland
Security, and other federal, state or local law enforcement agencies. It is recommended that members
and member organizations designate their Chief Security Officer, Head of Physical Security, Head of Data
Security, or someone with a similar title or performing a similar function as one of their two required contacts.

2. NYSE Trading Contingency Contact.—Members and member organizations should designate contacts to
receive messages that the Exchange's contingency trading floor has been activated as a result of an event
that prevents the Exchange from operating its primary trading location. It is recommended that members and
member organizations designate their Chief Executive Officer, Managing Partner, Chief Operating Officer, or
Head of Trading Desk, as one of their two required contacts.

3. NYSE Operations Alert Contact.—Members and member organizations should designate contacts to
receive notifications of delayed openings, trading halts, system outages or other significant operational
events. It is recommended that a firm's Chief Information Officer, Chief Technology Officer, Head of Equity
Operations, or Head of Equity Technology is designated as one of their two required contacts.

4. Business Continuity and Contingency Planning Contact.—In anticipation of proposed NYSE Rule
446 being approved, members and member organizations should designate and notify the Exchange of
persons required to approve and annually review the continuity and contingency plan for their respective
organizations. As noted above, one of the two designated contacts must be a senior officer as referenced in
Rule 351(e).

Members and member organizations should to visit their designated EFP site to register the contacts noted
above and furnish the Exchange, via EFP, with the following information for each such contact person:

 Name                                               Required

 Title                                              Required

 Firm                                               Required

 Office phone                                       Required

 Disaster recovery site phone                       Required .— if available

 Home phone                                         Optional
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 Apt. or vacation home phone                        Optional

 Fax #                                              Optional

 Home fax #                                         Optional

 Cell phone #1                                      Optional

 Cell phone #2                                      Optional

Email addresses to receive notifications (at least one of the following is required):

Email address

Alternate email address (e.g., personal email account)

Text pager address

Cell phone text address

NYSE Emergency Notification Line and Web Site

The Exchange has also established a new emergency notification telephone line (1-866-NYSEDIAL or
1-866-697-3342) and web site ( www.nyse.com/memberinfo ) for its members and member organizations
to access and obtain up-to-date information concerning a disruption to normal NYSE business operations
including, among other things, specific instructions regarding hours of operation, directions to the contingency
trading floor, and who should report to work.

New Membership Profile Information

In addition, members and member organizations should furnish the Exchange, through EFP, with names of all

of their affiliates 3   and include the following information for an affiliate, which is not publicly traded:

•name of the affiliate;

•guarantee status;

•percentage ownership of or by the member or member organization; and

•whether or not it is a broker/dealer.

For a publicly traded affiliate, in addition to the information noted above, the member or member organization
should include the following information:

•whether it is the parent or ultimate parent of the member or member organization;

•its security name;

•its ticker symbol;

•the exchange on which it is traded; and

•the percentage of revenue that the broker/dealer member or member organization represents to the parent's
or direct parent's annual revenues as stated in its most recent annual report.
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Correspondent and Clearing Firms

In addition, members and member organizations should furnish the Exchange, through EFP, the following:

•a list of all parties with whom a firm has executed clearing agreements; and

•a list of an introducing firm's clearing firms.

A quick reference guide has been included to assist in navigating through the EFP Profile Application (see
attached Exhibit A).

Any questions concerning this Memorandum may be directed to your Finance Coordinator. For technical
assistance regarding EFP please contact the SIAC Service Center at 212-383-2062.

Salvatore Pallante

Executive Vice President

Attachments

Quick Reference Page Pg 1
Quick Reference Page Pg 2
Quick Reference Page Pg 3

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  EFP is an extranet built by the NYSE to support authenticated, encrypted, two-way communications
between the NYSE and its membership. It is currently being used for such applications as branch office
approvals, short interest reporting, and fingerprints.

2  On August 16, 2002, the Exchange filed with the Securities and Exchange Commission proposed Rule
446, which will require members and member organizations to develop, maintain, review and update
business continuity and contingency plans which establish procedures to be followed in the event of an
emergency or significant business disruption. In addition, members and member organizations will be
required to designate a senior officer, as defined in Rule 351(e), to approve and review such plans, as
well as Emergency Contact Person.

3  The term "affiliates" includes associated and approved persons of members and member organizations
as respectively defined in Rule 346.12 and Rule 304(h). See also Rule 2 for the definition of the term
"control."
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August 28, 2002

   Member Firm Regulation

New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005

NYSE

ATTENTION: CHIEF OPERATIONS OFFICER, CHIEF COMPLIANCE OFFICER, AND BRANCH OFFICE
MANAGERS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO RULE 407 RELATING TO PRIVATE SECURITIES TRANSACTIONS

The Securities and Exchange Commission has approved amendments to New York Stock Exchange, Inc.
(“NYSE” or the “Exchange”) Rule 407 (“Transactions.—Employees of Members, Member Organizations,

and the Exchange”) 1  . The amendments, outlined in this Memo and attached as Exhibit A, are effective
immediately.

Currently, Rule 407(b) requires members, allied members, and employees to obtain the prior written
consent of their employers in order to have a securities or commodities account at another broker-dealer,
investment adviser, bank or other financial institution. Rule 407 is intended to help members and member
organizations maintain the integrity of their information barriers and employee trading policies by assisting
them in monitoring employee trading for possible insider trading violations and manipulative and deceptive
devices.

An existing interpretation of Rule 407 in the NYSE Interpretation Handbook requires members, allied
members, and employees of members or member organizations to notify their employers of any private
securities transactions, where such securities transactions are typically negotiated directly with an issuer and
not through an account with a broker/dealer or bank.

The rule change amends and incorporates the interpretation into the Rule (and deletes the interpretation
from the NYSE Interpretation Handbook) in order to codify the requirement that associated persons obtain
their employers' written approval prior to establishing or maintaining securities or commodities accounts or
entering into private securities transactions (rather than notification) and clarifies the terms “account,” “private
securities transactions,” and “other financial institution.”

The amendments to Rule 407(b) require members, allied members, and employees to obtain the prior written
consent of their employers in order to establish or maintain a securities or commodities account or enter
into any private securities transaction at another broker-dealer, investment adviser, bank or other financial
institution. In addition, Rule 407(b) provides that persons having accounts or transactions referred to above
shall arrange for duplicate confirmations and statements or their equivalents relating to the foregoing to be
sent to another person designated by the member or member organization under Rule 342(b)(1) to review
such accounts and transactions.

It is not the Exchange's intention to require members and member organizations to create statements and
confirmations for private securities transactions negotiated directly with the issuer, where such confirmations
and statements are not available. However, if such information or its equivalent is available, the member
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or member organization, will be required to review them. For purposes of this Rule, private securities
transactions would include, but not be limited to, the following: an associated person's investment in a
private placement, private investment partnership, interest in oil and gas ventures, real estate syndications,
participations in tax shelters and other investment vehicles, and shares issued prior to a public distribution by
such issuing entities.

As noted above, the Exchange does not require members and member organizations to review confirmations
and statements if such information is not available. However, should private issuers provide information
to investors (employees of members or member organizations) such as private placement memoranda,
subscription agreements or other like documents pertaining to the employee's investment, such information
must be reviewed by the member or member organization at the time that the employee makes an initial
investment.

Further, the Exchange requires that after an employee enters into a private securities transaction, members
and member organizations will monitor the employee's transactions thereafter. In this regard, where
confirmations and statements or other like documents are not available from the issuers, members and
member organizations must develop and maintain written procedures, which provide for periodic (at least
annual) review of, and updates as to, their associated persons initial and subsequent private securities
transactions, and/or changes to either. Reports from employees may be one effective means to satisfy the
requirement to update such information.

Any questions regarding the foregoing may be directed to William Jannace at (212) 656-2744.

Salvatore Pallante

Executive Vice President

Attachments

EXHIBIT A

Additions are underscored

Deletions are bracketed

Rule 407. Transactions.—Employees of Members, Member Organizations and the Exchange

(a) No change

(b) No member (associated with a member or member organization), allied member or employee associated
with a member or a member organization shall [have a] establish or maintain any securities or commodities
account or enter into any private securities transaction with respect to which such person has [a] any financial
interest or power, directly or indirectly, to make any investment decisions, at another member or member
organization, or a domestic or foreign non-member broker-dealer, investment adviser, bank , [or] other
financial institution , or otherwise without the prior written consent of another person designated by the
member or member organization under Rule 342(b)(1) to sign such consents and review such accounts.

Persons having accounts or transactions referred to above shall arrange for duplicate confirmations and
[monthly] statements (or their equivalents) [of said accounts] relating to the foregoing to be sent to another
person designated by the member or member organization under Rule 342(b)(1) to review such accounts and
transactions. All such accounts and transactions periodically shall be reviewed by the member or member
organization employer (see also Rule 342.21).

The Exchange may, upon written request, and where good cause is shown, waive any of the requirements of
this Rule.

[Supplementary Material …]

.10 No change
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.11 [For the purpose of this rule, accounts referred to above shall include, but are not limited to the
following: (A) securities and commodities accounts; (B) limited or general partnership interests in investment
partnerships; (C) direct and indirect participations in joint accounts; and (D) legal interests in trust accounts,
provided that with respect to trust accounts, a member or member organization required to approve the
account may waive the requirement to send duplicate confirmations and monthly statements for such
accounts.] The “private securities transactions” referred to in Rule 407(b) shall include all transactions in the
securities of issuing entities which are not public, whether or not such transactions are negotiated directly
with the issuer. They shall include, but not be limited to: interests in oil or gas ventures, and in real estate
syndications, participations in tax shelters and in other investment vehicles, and shares issued prior to a
public distribution by such issuing entities.

The term “securities or commodities accounts” as used in the Rule 407(b) shall include, but not be limited to,
limited or general partnership interests in investment partnerships.

Members and member organizations must develop and maintain written procedures for reviewing these
accounts and transactions and shall assure that their associated persons are not improperly recommending
or marketing these securities or products to others through members or member organizations, or privately.

.12 The requirement to send duplicate confirmations and statements shall not be applicable to transactions
in unit investment trusts and variable contracts or redeemable securities of companies registered under
the Investment Company Act of 1940, as amended, or to accounts which are limited to transactions in
such securities, or to Monthly Investment Plan type accounts, unless the member or member organization
employer requests receipt of duplicate confirmations and statements of such accounts.

.13 For the purpose of this Rule, the term “other financial institution” includes, but is not limited to, insurance
companies, trust companies, credit unions and investment companies.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Release No. 34-46344, dated August 13, 2002; See also File No. SR-NYSE-01-44
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August 27, 2002

   Enforcement

New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005

NYSE

ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: RELOCATION OF THE EXCHANGE'S DIVISION OF ENFORCEMENT TO 14 WALL STREET.—
SEPTEMBER 3, 2002

This memorandum is to advise members and member organizations that, effective Tuesday, September 3,
2002, the NYSE Division of Enforcement will be moving to permanent facilities at 14 Wall Street.

The Division's new mailing address there will be:

New York Stock Exchange, Inc.

Division of Enforcement

14 Wall Street.—14th Floor

New York, NY 10005

To facilitate the move, Enforcement's offices will be closed on Friday, August 30.

Staff will retain their current telephone extensions and email addresses at 14 Wall Street.

David P. Doherty

Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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August 27, 2002

   Member Firm Regulation

New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005

NYSE

ATTENTION: CHIEF EXECUTIVE OFFICER, OPERATIONS OFFICER, INTERNAL AUDIT, LEGAL AND
COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ADDITIONAL 351(D) COMPLAINT SYSTEM DATA FIELDS

NYSE Rule 351(d) requires all members and member organizations that conduct a public business to report
to the Exchange on a quarterly basis statistical information regarding customer complaints. This information is
required to be filed by the 15th calendar day of the month following the quarter's end (i.e. by April 15th for the
1st quarter).

In an effort to improve the identification of amended complaint records and to better identify foreign
Registered Representatives (RRs) who do not have a valid Social Security Number (SSN), two new fields are
being added to the 351(d) file layout: (1) a complaint reference identifier per record and (2) a CRD number for
foreign registered individuals who do not have a valid SSN.

These new fields will be mandatory and will be effective with the fourth quarter 2002 filing (due
January 15, 2003.) To accomplish this, member organizations' internal systems must be ready to
begin accepting the new fields by October 1, 2002.

Complaint Reference Identifier:

The complaint reference identifier may include from 1 to 15 characters (alpha, numeric or both) and will be
created and inputted by the member organization. This identifier must be unique for each complaint record
on the file for a particular quarter. If an identifier is not unique to the quarter, it will not be accepted into the
system. In such instances, the firm will receive an error message and be prevented from submitting that
quarter's records until a unique complaint identifier is entered for each complaint.

This field is being added to assist members and member organizations in identifying a specific previously filed
complaint during the amendment process. It will be displayed as the first field in the EFP Filing Detail screen
and will have full sort capability.

At least one character (alpha or numeric) must be input into this field to initiate the processing of amended
complaints. This is true for both EFP and CPU filers.

CRD Number for Foreign Registered Representatives:

This 10-character (maximum) right justified field is required only when an SSN is not available when filing
a sales practice complaint. This generally occurs when an RR is not a United States citizen. Currently, the
firm inputs 999-99-9999 into the SSN field for a foreign RR who does not have a valid SSN. An SSN of
999-99-9999 will continue to be accepted. However, if this SSN is used, the CRD number field will become a
mandatory field and must be input before the firm can submit their complaint file. The correct CRD number for
that individual ranging from 1 to 10 characters is required.
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It should be noted that, for U.S. registered persons, the system will accept both the SSN and CRD number for
any sales practice complaint. However, for these individuals, the SSN continues to be a mandatory field
and must be populated before the complaint can be submitted.

Complaints filed prior to the fourth quarter of 2002 are not required to be updated with the new data fields but
this can be done at the firm's discretion via the EFP amendment process.

New 351(d) File Layout for 4th Quarter 2002:

The two new fields have been positioned after the current data fields and before the date and time stamps.
Please note that the Date and Time Stamp fields apply only for transmissions from the NYSE Electronic Filing
Platform (EFP) filers and not transmissions from a firm's mainframe to the NYSE mainframe (CPU to CPU
filers).

Field:                  Position:

Firm Number             1 - 5

Branch                  6 - 20

Filing Quarter          21 - 24

SSN                     25 - 33

Product Code            34 - 35

Problem Code            36 - 37

CRD Number              38 - 47

Complaint Reference ID  48 - 62

Date Submitted          63 - 68

Space                   69

Time Stamp              70- 75
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For information regarding technical issues of the EFP Complaints application, please contact the SIAC
Service Center at (212) 383-2062. Please refer all other 351(d) related questions to the NYSE Gatekeeper
Jeannie Gray at (212) 656-2096.

Salvatore Pallante

Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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August 7, 2002

   New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

NYSE

Arbitration

ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: SUPPLEMENTAL ARBITRATION PROCEDURES

On August 1, 2002 the New York Stock Exchange, Inc. (the “Exchange”) renewed the Voluntary
Supplemental Procedures for selecting arbitrators for an additional two-year pilot basis. The pilot provides
greater party participation in the selection of arbitrators by offering alternatives to Rules 601 and 607 for
selecting arbitrators.

Party Agreement on Arbitrator Selection

The Supplemental Procedures invite the parties to agree on an alternative way to select arbitrators. If the
parties agree, they may select the arbitrators themselves. They may also agree on their own procedure for
selecting arbitrators. The supplemental procedures also provide two alternative ways to select arbitrators:
Random List Selection and Enhanced List Selection. The procedures are voluntary and the parties are not
required to use them.

Random List Selection

Under Random List Selection, the parties are provided with a list(s) of names of arbitrators randomly
generated by the Exchange's computer. Usually, in claims over $10,000, the list(s) will have fifteen names:
ten public arbitrators and five securities industry arbitrators. Before the staff attorney sends the lists to the
parties, he or she will review the names of any arbitrators who have obvious conflicts or relationships with the
parties or their counsel.

The parties may strike any or all of the names on the list. The parties are asked to number the remaining
names in order of their preference and return the list to the Exchange. The Exchange eliminates the names
stricken and determines the ranking of the remaining names based upon a combination of the parties'
preferences. Arbitrators are invited to serve in order of the parties' combined preferences.

Enhanced List Selection

Under Enhanced List Selection, the parties are provided with the names and profiles of six public arbitrators
and three securities industry arbitrators. The Exchange will screen potential arbitrators for conflicts and
availability and, if applicable, employment law experience or training, or other applicable expertise. The
parties may exercise three strikes and number, in order of their preference, the remaining names. Arbitrators
are invited to serve in order of the parties' combined rankings.
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Under Random List Selection, the parties rank their preferences among potential arbitrators included on a list
randomly generated by the Exchange's computer. Enhanced List Selection requires the parties to list their
arbitrator preferences from a list of arbitrators prepared by Exchange staff after screening the arbitrators for
conflicts, availability, and expertise. Both procedures allow the parties to strike arbitrators from the lists. You
are referred to the Voluntary Supplemental Procedures for Selecting Arbitrators, a copy of which is attached,
for the details of each of these alternatives.

Any questions about these supplemental procedures may be directed to Robert S. Clemente, Director of
Arbitration, (212) 656-5608, e-mail: rclemente@nyse.com

Frank Z. Ashen

Executive Vice President

Attachments

NYSE

New York

Stock Exchange, Inc.

Voluntary Supplemental Procedures for Selecting Arbitrators

(a) PARTY AGREEMENT ON ARBITRATOR SELECTION

Under Exchange Rules, the Director of Arbitration appoints the arbitrators, subject to the parties' peremptory
challenges. The parties may agree on an alternative way to select arbitrators. If all parties agree, they may
select the arbitrators themselves or decide how they will be selected. The Exchange will accommodate any
reasonable alternative way to select arbitrators, provided the parties agree. The Exchange also offers two
alternative ways to appoint arbitrators. The following is a brief description of each method.

(b) RANDOM LIST SELECTION

1. The Number and Type of Arbitrators

(i) Claims up to $10,000. One public arbitrator will decide claims up to $10,000 (not including costs and
interest).

(ii) Claims above $10,000 or where no dollar amount is claimed or disclosed. Three arbitrators will
decide claims above $10,000 (not including costs and interest) or where no dollar amount is claimed or
disclosed. The arbitration panel shall consist of a majority of public arbitrators, unless the customer or non-
member requests a majority from the securities industry.

(iii) How we classify arbitrators. A securities industry arbitrator is defined in NYSE Rule 607(a)(2). A public
arbitrator is defined in NYSE Rule 607(a)(3). See also NYSE Guidelines for Classification of Arbitrators.

2. Selecting Arbitrators (in place of NYSE Rule 608 Notice of Selection of Arbitrators)

(i) Lists of Arbitrators

(1) If one arbitrator hears a case, the Director of Arbitration will send each party a randomly-generated list of
public arbitrators, unless the customer or non-member requests industry arbitrators.

(2) If three arbitrators will hear the case, the Director will send each party two randomly-generated lists, one
of public arbitrators and one of securities industry arbitrators.

(3) With the lists, you will also receive the arbitrators' biographical profile and his or her last three NYSE
arbitration decisions, if any.
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(ii) Any party may ask the Director for more information about a potential arbitrator. The request for
additional information must be made within the ten business days the party has to return the lists as provided
in Section (b) (2) (iii) (1). The NYSE shall send the arbitrator's response to all parties at the same time. The
Director has discretion to limit the additional information requested from the arbitrator. The request for more
information will toll the time for returning the lists to the Director.

(iii) You must return your lists within ten business days.

(1) You must return your lists to the Director within ten business days of the date you received them, unless
extended by the tolling period. The Director may extend the deadline for returning the lists if the Director finds
a reasonable basis for the extension. You must:

• Strike through the names of any unacceptable arbitrators, and

• Rank the remaining names in order of your preference, with “1” being the arbitrator that you most strongly
prefer.

(2) If you do not return your lists on time, the Director will proceed as if all arbitrators on the lists are
acceptable to you. The NYSE will invite arbitrators to serve in the order of the parties' mutual preferences.
We determine mutual preferences by adding together the numbers assigned to each arbitrator and selecting
arbitrators with the lowest numbers first. In the event of a tie, arbitrators will be selected in alphabetical order.

(iv) Second List, if necessary

(1) If the Exchange cannot select arbitrators from the remaining names, a second list will be sent to the
parties. The second list will contain three names for each vacancy on the panel. On the second list, each
party has one non-renewable peremptory challenge for each vacancy on the panel. Each party is to number
the remaining names in order of its preference. You must return the list to the Director within ten business
days of the date you received it. The NYSE will invite arbitrators to serve in the order of the parties' mutual
preferences.

(2) If no acceptable arbitrators are left on the second list, the Director will randomly appoint arbitrators. The
Director will also randomly appoint one or more arbitrators if: (i) acceptable arbitrators are unable to serve; or
(ii) arbitrators cannot be found on the lists for any other reason.

3. Objecting to Potential Arbitrators

(a) Multiple Parties. In cases where there are two or more people designated as claimants, respondents
and/or third party respondents, each group so designated will share one set of strikes. The Director of
Arbitration may allow additional strikes if the Director determines that justice would be served by doing so.

(b) Challenges for Cause. You have an unlimited number of challenges for cause. The Director will
determine whether to grant a challenge for cause. If any arbitrator is removed from the list “for cause” before
the expiration of the time to return the lists, a replacement name will be provided.

4. Filling Vacancies of Arbitrators

(a) Vacancies before the first hearing. If an arbitrator must withdraw before the first hearing, the Director
will invite the next arbitrator on the parties' lists to fill the vacancy. If there are no remaining names, or if the
vacancy cannot be filled from the names on the lists, the Director will randomly appoint an arbitrator. You will
receive the arbitrator's biographical profile and his or her last three NYSE arbitration decisions, if any, for the
last 10 years. You may ask the Director for additional information on the proposed arbitrator's background.
You may challenge the arbitrator for cause.

(b) Vacancies after the hearing starts. This circumstance is governed by NYSE Rule 611.

5. Disclosures
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After the Exchange assembles a complete panel of arbitrators, the Exchange will notify the arbitrators of their
appointment. The Exchange will advise the parties of any information disclosed by the arbitrators under Rule
610 (Disclosure Required by Arbitrators).

(c) ENHANCED LIST SELECTION

I. The Number and Type of Arbitrators

The Exchange will provide the parties with the names and profiles of six “Public” and three “Securities”
arbitrators, unless the customer or non-member requests a majority of industry arbitrators. The Exchange
will screen potential arbitrators for conflicts and availability and, if applicable, employment law experience
or training, or other applicable expertise. The Director of Arbitration will advise the parties of any information
disclosed by the arbitrators under Rule 610 (Disclosure Required by Arbitrators).

II. Selecting Arbitrators

(a) You Must Return Your Lists Within Ten Business Days

You must return your lists within ten business days. You will have ten business days from receipt of the lists
to strike up to three names and number the remaining names, in order of their preference. The number “1”
signifies the arbitrator that you most strongly prefer. The Exchange will appoint three arbitrators (two public
and one securities) using the combined preference rankings of the parties. If a party does not return the lists
within ten business days, the Exchange will consider all arbitrators on the lists as acceptable. If there is a tie
in the rankings, the Exchange will invite arbitrators to serve in alphabetical order.

(b) Administrative Appointment

If an arbitrator is unable to serve, the Exchange will contact the next arbitrator from the remaining names
on the lists. If the lists have been exhausted, the Exchange will appoint an arbitrator from outside the list.
When the Exchange appoints an arbitrator, each party has one peremptory challenge for each arbitrator the
Exchange appoints. A party must use a peremptory challenge within ten business days of receiving notice of
the appointment of the arbitrator.

III. Multiple Parties

In cases where there are two or more people designated as claimants, respondents or third party
respondents, each group so designated will share one set of strikes and/or one peremptory challenge. The
Director of Arbitration may allow additional peremptory challenges if he determines that justice would be
served by doing so.

IV. Challenges for Cause

The parties have unlimited challenges for cause. The Director of Arbitration will decide whether to grant a
challenge for cause. If any arbitrator is removed from the list “for cause” before the end of the time to return
the lists, the Director of Arbitration will provide the parties with a replacement name.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
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August 5, 2002

   New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

NYSE

Market Surveillance

ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: TRADING OF NEW EXCHANGE-TRADED FUNDS: RULES 13, 36.30, 98, 104, 105(L), 460,
1100, MARKET-ON-CLOSE/LIMIT-AT-THE-CLOSE POLICY/PRE-OPENING PRICE INDICATIONS POLICY

Trading in four (4) fixed income Exchange-Traded Funds is scheduled to begin on the NYSE on August 2,
2002 on an unlisted trading privileges (“UTP”) basis. The fixed income Funds include the following series of
the iShares Trust: iShares 1-3 Year Treasury Index Fund (SHY); iShares 7-10 Year Treasury Index Fund
(IEF); iShares 20+year Treasury Index Fund (TLT); and iShares GS$ InvesTop Corporate Bond (LQD).

In addition, the following Exchange-Traded Funds, which are not fixed income Funds, will also begin trading
on August 2, 2002 on a UTP basis: iShares MSCI Japan Index Fund (EWJ), and Vanguard Total Stock
Market VIPERs (VTI).

All of the Exchange-Traded Funds are referred to collectively as the “Funds” or “ETFs” interchangeably.

The purpose of this memorandum is to outline various rules and policies that will be applicable to trading in
these Funds.

Characteristics of Fixed Income Funds Generally:

Index-based fixed income investment products are not based in any way on a stock index, but instead are
based on an index of fixed income securities. Examples of such securities include U.S. government debt
securities (e.g., securities issued or guaranteed by the U.S. Treasury, an agency or instrumentality of the
U.S. government, or by a government-sponsored entity) and corporate and non-corporate (other than U.S.
government) debt securities.

Each fixed income Fund will hold certain fixed income securities selected to correspond generally to the
price and yield performance of a specified U.S. Treasury, Government/Credit, or Corporate Bond Index
(each, an “Underlying Index”) maintained either by Lehman Brothers, or, for the GS$ InvesTop Corporate
Bond., by Goldman Sachs & Co. For a more complete description of the four (4) fixed income Funds and their
respective Underlying Indices, visit www.ishares.com.

Barclays Global Fund Advisors (the “Advisor”) is the investment advisor for each fixed income fund. The
Advisor is registered under the Investment Advisers Act of 1940. The Advisor is a wholly owned subsidiary
of Barclays Global Investors, N.A., which is in turn a wholly owned indirect subsidiary of Barclays Bank PLC
of the United Kingdom. SEI Investments Distribution Co. (the “Distributor”), a Pennsylvania corporation and
broker-dealer registered under the 1934 Act, is the principal underwriter and distributor of Creation Unit
Aggregations (as defined below) of iShares. The Distributor is not affiliated with the Exchange or the Advisor.
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Characteristics of Funds Generally:

The investment objective of each Fund will be to provide investment results that correspond generally to the
price and yield performance of its underlying index. The underlying indices for each of the fixed income ETFs
is stated above. The underlying index for the iShares MSCI Japan Index Fund is the Morgan Stanley Capital
International Japan Index. The underlying index for the Vanguard Total Stock Market VIPERs is the Wilshire
5000 Index.

In seeking to achieve its respective investment objective, each Fund will utilize “passive” indexing investment
strategies. Each Fund may fully replicate its underlying index or use a “representative sampling” strategy to
track its underlying index. A Fund utilizing a representative sampling strategy generally will hold a basket
of the component securities (“Component Securities”) of its underlying index, but it may not hold all of the
Component Securities of its underlying index (as compared to a Fund that uses a replication strategy which
invests in substantially all of the Component Securities in its underlying index in the same approximate
proportions as in the underlying index). The fixed income Funds, iShares MSCI Japan Index Fund, and
Vanguard Total Stock Market VIPERs use a representative sampling strategy.

For a more complete description of the iShares MSCI Japan Index Fund and the Vanguard Total Stock
Market VIPERs and their respective Underlying Indices, visit www.ishares.com or www.vanguard.com.

Issuance of Creation Unit Aggregations

In General. Shares of each Fund will be issued on a continuous offering basis in groups of 50,000 shares or
more. These “groups” of shares are called “Creation Unit Aggregations.” The Funds will issue and redeem
Fund shares only in Creation Unit Aggregations. As with other open-end investment companies, Fund shares
will be issued at the net asset value (“NAV”) per share next determined after an order in proper form is
received.

Exchange Rules Applicable to the Trading of ETFs, Including Fixed Income ETFs Generally, the rules
applicable to ETFs trading on a UTP basis are applicable to the Funds mentioned above including the fixed
income ETFs. See Information Memo Number 01-20 (July 31, 2001), which was issued in connection with
the UTP trading of the NASDAQ 100 Trust (symbol QQQ), Standard and Poor's Depositary Receipts (symbol
SPY) and the Dow Industrials DIAMONDS (symbol DIA). The applicable rules from Information Memo
Number 01-20 as well as certain exemptions from the Securities Exchange Act of 1934 and NYSE Rules are
reiterated below.

NYSE Rules Applicable to ETFs, Including Fixed Income ETFs

Rule 104 - Rules 104.20 and 104.21 provide a capital requirement for specialists of $500,000 per ETF. A
specialist unit registered only in an ETF would be subject to the $1,000,000 minimum capital requirement of
Rule 104.20.

In addition, Rule 104 facilitates specialist market making in ETFs. Specialists may engage in “parity”
transactions on direct destabilizing ticks without obtaining Floor Official approval. A “parity” transaction in an
ETF would be a trade to bring the security into line with the value of the securities comprising the ETF, or the
value of a futures contract on the index on which the ETF is based.

Rule 13 - Commentary .30 to Exchange Rule 13 provides that stop and stop limit orders in an Investment
Company Unit shall be elected by a quotation, but specifies that if the electing bid on an offer is more than
0.10 points away from the last sale and is for the specialist's dealer account, prior Floor Official approval is
required for the election to be effective. This rule applies to Investment Company Units generally, including
fixed income Funds.

Rule 36.30 - Rule 36.30 governs the establishment of telephone or electronic communications between the

Exchange's trading floor and any other location. 1   Rule 36 provides that a specialist registered in an ETF
may use a telephone or order entry terminal to enter an order in the ETF itself, in a component security of
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the ETF, or in an options or futures contract related to the ETF. In addition, the specialist may use a post
telephone to obtain market information with respect to such ETFs, options, futures, or component securities.
The text of Rule 36 makes clear that if an order in a component security of such ETF is to be executed on the
Exchange, the order must be entered in compliance with NYSE Rule 112.20 and SEC Rule 11a2-2(T), and
must be entered only for the purpose of hedging a position in the ETF.

The specialist may not use the post wire to call a specialist on the NYSE registered in a component stock
of the ETF to enter an order, nor may the specialist use a SuperDOT terminal to send an order directly via
SuperDOT to another specialist. The specialist registered in an ETF is not registered in the component
stocks, and therefore is not permitted to initiate an “on Floor” order in such a stock.

Exchange members, including specialists, are permitted to enter an “off-Floor” order. NYSE Rule 112.20
codifies the principle that a member may use a “communication facility” on the Floor of the Exchange to
call an off-Floor location and enter a proprietary order. The order is deemed to be an “off Floor” order (not
an order initiated on the Floor, or an “on Floor” order), provided the order is routed through a clearing firm's
order room, and is transmitted to the Floor for execution by an unaffiliated member. This latter provision is
consistent with SEC Rule 11a2-2(T), which permits executions of off-floor member proprietary orders by
unaffiliated members. These rules do not impose restrictions on the types of orders which may be executed
pursuant to the exemptive relief provided. Under the amendment to Rule 36, any orders in a component stock
of an ETF entered for execution on the Exchange from the specialist's post, either by telephone or by means
of a SuperDOT terminal, would have to be routed through a clearing firm's order room and transmitted back
to the Floor for execution without the specialist in the ETF interacting with the order or participating in the
execution in any way.

Market-on-Close/ Limit-At-The-Close Policy/ Pre-Opening Price Indications Policy - Orders in ETFs are not
subject to the Exchange's Market-On-Close (“MOC”)/ Limit-at-the-close (“LOC”) policy concerning order entry
limitations, cancellation of orders during a regulatory halt, imbalance publications, and any other limitations or
procedures with respect to MOC/LOC procedures. A MOC/LOC order in an ETF can be entered at any time
without regard to the limitations of the Exchange's MOC/LOC policies. In addition, the closing price of an ETF
will not be subject to publication of imbalances under the Exchange's MOC/LOC policy.

Similarly, the Exchange's policies regarding mandatory dissemination of pre-opening price indications (other
than ITS pre-opening notifications) in the case of significant order imbalances and potentially large price
dislocation from the prior close would not apply to ETFs. Both the MOC/LOC procedures and the mandatory
pre-opening price indications policy are intended to solicit offsetting contra side interest to minimize price
dislocation. This rationale does not apply in the case of ETFs, which are derivatively priced in relation to,
among other things, the values of the underlying component securities, regardless of the extent of an order
imbalance.

Rule 105(l) - Rule 105(l), which prohibits affiliates of specialist units from acting as a primary market maker
in the option on a specialty security, permits such activity with respect to options on a Fund for affiliates
of specialists that have Rule 98 approved procedures in place. The Exchange believes that, as ETFs are
derivatively priced, the conflicts of interest with respect to market making in both the underlying security and
its corresponding option are minimized in this case. The Exchange will also permit a Rule 98 affiliate of the
ETF specialist to act in a market making capacity (but not as a specialist) in the ETF itself on another market
center.

Rule 98 - Exchange Rule 98 provides that affiliates of a specialist organization can receive an exemption
from certain rules applicable to specialists (principally impacting proprietary trading and investment banking),
provided they establish a system of information barriers between themselves and the affiliated specialist. One
of the conditions for the Rule 98 exemption is that the specialist organization be capitalized separate and
apart from any affiliate. The Exchange has deleted this requirement in the case of a specialist organization
that is registered only in ETFs. The Exchange believes that the separate capitalization requirement is not
required in this instance, and that the question of adequacy of capital can be appropriately addressed by the
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special allocation committee which will allocate the ETF. However, a specialist organization that is registered
only in ETFs will remain subject to the minimum capital requirements specified in Rule 104.20.

Rule 1100 - Rule 1100(a) clarifies that NYSE rules applying to Investment Company Units (which include
fixed income ETFs) also apply to securities fitting that definition that are traded on the Exchange on the basis
of unlisted trading privileges.

Hours of Trading.—Fixed income ETFs, like other ETFs, will trade until 4:15 p.m. The additional Funds that
will begin trading on August 2, 2002 will also trade until 4:15 p.m., except for the iShares MSCI Japan Index
Fund, which will only trade until 4:00 p.m.

Exemptive, Interpretive and No-Action Relief Under Federal Securities Regulations and
NYSE Rules

The Securities and Exchange Commission (“SEC”) has issued exemptive, interpretive and no-action relief
from certain provisions of and rules under the Securities Exchange Act of 1934 regarding trading in the
above-mentioned Funds. In addition, the Exchange has taken an interpretive position with respect to its short
sale rule.

Short Sale Rules - Transactions in ETFs will not be subject to “tjck” requirements of the short sale rule of the
Commission (Rule 10a-1) or the Exchange (Rule 440B). Short orders must be marked SHORT or SHORT
EXEMPT.

Regulation M Exemptions - Generally, Rules 101 and 102 of Regulation M prohibit any “distribution
participant” and its “affiliated purchasers” from bidding for, purchasing, or attempting to induce any person
to bid for or purchase, any security which is the subject of a distribution until after the applicable restricted
period, except as specifically permitted in Regulation M. The provisions of the Rules apply to underwriters,
prospective underwriters, brokers, dealers, and other persons who have agreed to participate or are
participating in a distribution of securities.

The SEC has granted an exemption from Rule 101 under Regulation M to permit persons participating
in a distribution of shares of the above-mentioned Funds to engage in secondary market transactions in
such shares during their participation in such a distribution. In addition, the SEC has granted relief under
Regulation M to permit persons who may be deemed to be participating in the distribution of shares of the
above-mentioned Funds (i) to purchase securities for the purpose of purchasing Creation Unit Aggregations
of Fund shares and to (ii) tender securities for redemption in Creation Unit Aggregations. Further, the SEC
has clarified that the tender of Fund shares to the Fund for redemption does not constitute a bid for or
purchase of any of the Fund's securities during the restricted period of Rule 101. The SEC has also granted
an exemption pursuant to paragraph (e) of Rule 102 under Regulation M to allow the redemption of Fund
shares in Creation Unit Aggregations during the continuous offering of shares.

Customer Confirmations for Creation or Redemption of Fund Shares (Rule 10b-10).—Broker.—dealers who
handle purchases or redemptions of Fund shares in Creation Unit size for customers will be permitted to
provide such customers with a statement of the number of Creation Unit Aggregations created or redeemed
without providing a statement of the identity, number and price of shares of the individual securities tendered
to the Fund for purposes of purchasing Creation Unit Aggregations (“Deposit Securities”) or the identity,
number and price of shares of to be delivered by the Trust to the redeeming holder (“Redemption Securities”).
The composition of the securities required to be tendered to the Fund for creation purposes and of the
securities to be delivered on redemption will be disseminated each business day and will be applicable
to requests for creations or redemption, as the case may be, on that day. This information will be publicly
available at the Exchange and will be made available to requesting broker-dealers or other persons through
other third-party information providers. This exemptive relief under Rule 10b-10 with respect to creations and
redemptions is subject to the following conditions:
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(1) Confirmations to customers engaging in creations or redemptions must state that all information required
by Rule 10b-10 will be provided upon request;

(2) Any such request by a customer for information required by Rule 10b-10 will be filed in a timely manner, in
accordance with Rule 10b-10(c);

(3) Except for the identity, number and price of shares of the component securities of the Deposit Securities
and Redemption Securities, as described above, confirmations to customers must disclose all other
information required by Rule 10b-10(a).

SEC Rule 14e-5.—An exemption from Rule 14e-5 has been granted (but not as to the fixed income Funds
as the Rule doesn't apply to debt) to permit any person acting as a dealer-manager of a tender offer for a
component security of the above-mentioned non-fixed income Funds to (1) redeem Fund shares in Creation
Unit Aggregations from the issuer that may include a security subject to such tender offer and (2) to purchase
Fund shares during such tender offer. In addition, a no-action position has been taken under Rule 14e-5 if a
broker-dealer acting as a dealer-manager of a tender offer for a security of the Fund purchases or arranges
to purchase such securities in the secondary market for the purpose of tendering such securities to purchase
one or more Creation Unit Aggregations of shares, if made in conformance with the following:

(i) such bids or purchases are effected in the ordinary course of business, in connection with a basket of 20 or
more securities in which any security that is the subject of a distribution, or any reference security, does not
comprise more than 5% of the value of the basket purchased; or

(ii) purchases are effected as adjustments to such basket in the ordinary course of business as a result of a
change in the composition of the underlying index; and

(iii) such bids or purchases are not effected for the purpose of facilitating such tender offer.

Section 11(d)(1); Rules 11d1-1 and 11d1-2 - Section 11(d)(1) of the Exchange Act generally prohibits a
person who is both a broker and a dealer from effecting any transaction in which the broker-dealer extends
credit to a customer on any security which was part of a new issue in the distribution of which he participated
as a member of a selling syndicate or group within thirty days prior to such transaction. The SEC has
clarified that Section 11(d)(1) does not apply to broker-dealers that engage in both proprietary and customer
transactions in shares of the Funds in the secondary market but do not create Creation Unit Aggregations.
The Commission has also taken a no-action position under Section 11(d)(1) of the Exchange Act that broker-
dealers may treat shares of the above-mentioned Funds, for purposes of Rule 11d1-2, as “securities issued
by a registered open-end investment company as defined in the Investment Company Act” and thereby
extend credit or maintain or arrange for the extension or maintenance of credit on shares that have been
owned by the persons to whom credit is provided for more than 30 days, in reliance on the exemption
contained in the rule.

Rule 15c1-5 and 15c1-6.—The SEC has taken a no-action position with respect to Rule 15c1-5 and
Rule 15c1-6 as to the required disclosure of control by a broker or dealer with respect to creations and
redemptions of Fund shares and secondary market transactions therein.

Other Matters

Suitability.—Pursuant to Exchange Rule 405, before a member, member organization, allied member or
employee of such member organization undertakes to recommend a transaction in ETF shares, such member
or member organization should make a determination that such shares are suitable for such customer. If
any recommendation is made with respect to such shares, the person making the recommendation should
have a reasonable basis for believing at the time of making the recommendation, that the customer has such
knowledge and experience in financial matters that he or she may reasonably be expected to be capable of
evaluating the risks and any special characteristics of the recommended transaction, and is financially able to
bear the risks of the recommended transaction.
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Certain Specialist Transactions in ETFs.— Rule 460.10 generally precludes certain business relationships
between an issuer and the specialist in the issuer's securities. Exceptions in the Rule permit specialists in
ETF shares to enter into Creation Unit transactions through the Distributor to facilitate the maintenance of a
fair and orderly market. A specialist Creation Unit transaction may only be effected on the same terms and
conditions as any other investor, and only at the net asset value of the ETF shares. A specialist may acquire
a position in excess of 10% of the outstanding issue of the ETF shares, provided, however, that a specialist
registered in a security issued by an investment company may purchase and redeem the investment
company unit or securities that can be subdivided or converted into such unit, from the investment company
as appropriate to facilitate the maintenance of a fair and orderly market in the subject security.

Trading Halts. In order to halt the trading of an ETF, the Exchange may consider, among other things, factors
such as the extent to which trading is not occurring in underlying security(s); whether trading has been halted
or suspended in the primary market(s) for any combination of underlying stocks accounting for 20% or more
of the applicable current portfolio value; and whether other unusual conditions or circumstances detrimental to
the maintenance of a fair and orderly market are present.

Prospectus Delivery The Exchange, in an Information Circular to Exchange members and member
organizations, will inform members and member organizations, prior to commencement of trading, of the
prospectus or Product Description delivery requirements applicable to iShares and the VIPERs. iShares
and VIPERs have filed with the Division of Investment Management a separate request for an exemptive
order granting relief from certain prospectus delivery requirements under Section 24(d) of the 1940 Act (See
Investment Company Act Release No. 25595 (May 29, 2002) and Release No. 24680 (October 6, 2000),
respectively). iShares MSCI Japan Index Fund has also filed for exemptive relief from certain prospectus
delivery requirements. (See Release No. 25623 (June 25, 2002)). Any product description used in reliance on
a Section 24(d) exemptive order will comply with all representations made therein and all conditions thereto.

Purchases and Redemptions in Creation Unit Size. In the Information Circular referenced above, members
and member organizations will be informed that procedures for purchases and redemptions of iShares and
VIPERs in Creation Unit Size are described in the relevant Fund prospectus and Statement of Additional
Information, and that iShares and VIPERs are not individually redeemable but are redeemable only in
Creation Unit Size aggregations or multiples thereof.

Surveillance. Exchange surveillance procedures applicable to trading in fixed income Funds and the other
ETFs are comparable to those applicable to other Investment Company Units currently trading on the
Exchange.

Questions concerning the matters discussed in this Memorandum may be addressed as follows:

General Questions on ETFs

James P. McGowan (212) 656-2490 (Exchange Traded Funds)

James F. Duffy (212) 656-5855 (Office of the General Counsel)

Questions on:

Suitability Mary Anne Furlong (Member Firm Regulation) (212) 656-4823

Specialist Issues Donald Siemer (Market Surveillance) (212) 656-6940

Regina C. Mysliwiec

Senior Vice President
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Footnotes

1  Rule 36.30 already allows specialists to have telephone lines to the floor of an options or futures
exchange for the purpose of entering hedging orders.
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August 1, 2002

   New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

NYSE

Market Surveillance

TO: ALL MEMBERS, MEMBER ORGANIZATIONS AND CHIEF OPERATING OFFICERS

SUBJECT: “CLEAN” CROSS TRANSACTIONS RULE 72(B)

The Securities and Exchange Commission has approved an amendment to paragraph (b) of Exchange Rule
72 (“ Rule 72(b)”) (Priority of Agency Cross Transactions). The amended rule is attached as Exhibit A.

Currently, when a member has orders to buy and sell an equivalent amount of the same security (both buy
and sell orders must be for an amount of 25,000 shares or greater) and the orders are for the accounts of
non-members or non-member organizations, the member may cross those orders at a price at or within the
published quotation. Another member may trade with either the bid or offer side of the cross only to provide
price improvement. The member providing price improvement must trade with all other market interest having
priority at that price prior to trading with any part of the cross transaction. The cross transaction can not be
broken up, in whole or part, at the cross price by any member. A Floor broker must clearly announce to the
specialist that a cross is being effected pursuant to the Rule.

To address the perception that a specialist might break up a proposed cross transaction by trading as
principal at a minimally improved price, and, thereby, step ahead of a public customer, Rule 72(b) has been
amended. The amendment provides that a specialist may not effect a proprietary transaction to provide price
improvement to any side of a clean cross transaction of 25,000 shares or greater. Price improvement to a
cross transaction may continue to be effected for non-proprietary specialist interest, e.g., agency orders, and
for other members.

Questions concerning this change may be addressed to Brian McNamara at (212) 656-7086 or Donald
Siemer at (212) 656-6940.

Regina C. Mysliwiec

Senior Vice President

Attachments

EXHIBIT A

Additions underscored

Priority and Precedence of Bids and Offers

Rule 72 I. Bids.-Where bids are made at the same price, the priority and precedence shall be determined as
follows:

Priority of first bid

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

447

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P02-35%2909013e2c855b3486?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE72%28B%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE72/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE72/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE72%28b%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE72%28b%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


(a) Except as provided in paragraph (b) below, when a bid is clearly established as the first made at a
particular price, the maker shall be entitled to priority and shall have precedence on the next sale at that
price, up to the number of shares of stock or principal amount of bonds specified in the bid, irrespective of the
number of shares of stock or principal amount of bonds specified in such bid.

Priority of Agency Cross Transactions

(b) When a member has an order to buy and an order to sell an equivalent amount of the same security,
and both orders are of 25,000 shares or more and are for the accounts of persons who are not members or
member organizations, the member may “cross” those orders at a price at or within the prevailing quotation.
The member's bid or offer shall be entitled to priority at such cross price, irrespective of pre-existing bids or
offers at that price. The member shall follow the crossing procedures of Rule 76, and another member may
trade with either the bid or offer side of the cross transaction only to provide a price which is better than the
cross price as to all or part of such bid or offer. A member who is providing a better price to one side of the
cross transaction must trade with all other market interest having priority at that price before trading with any
part of the cross transaction. No member may break up the proposed cross transaction, in whole or in part, at
the cross price. No specialist may effect a proprietary transaction to provide price improvement to one side or
the other of a cross transaction effected pursuant to this paragraph. A transaction effected at the cross price
in reliance on this paragraph shall be printed as “stopped stock”.

When a member effects a transaction under the provisions of this paragraph, the member shall, as soon as
practicable after the trade is completed, complete such documentation of the trade as the Exchange may
from time to time require.
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   New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005

NYSE

Member Firm Regulation

ATTENTION: CHIEF EXECUTIVE OFFICER AND MANAGING PARTNER, CHIEF FINANCIAL OFFICER,
CHIEF OPERATIONS OFFICER, AND CHIEF COMPLIANCE OFFICER

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: SPECIAL DUE DILIGENCE FOR CORRESPONDENT ACCOUNTS AND PRIVATE BANKING
ACCOUNTS

This Memo is a follow-up to NYSE Information Memo Number 02-21 dated May 6, 2002 which announced
approval of NYSE Rule 445 (“Anti-money Laundering Compliance Program”). Rule 445 requires, in part,
members' and member organizations' ongoing compliance with applicable provisions of the Bank Secrecy
Act.

Compliance with Section 312

On July 19, 2002 the Financial Crimes Enforcement Network (“FinCEN”) of the Department of the
Treasury (“Treasury”) issued an interim rule (see “Exhibit A”), effective July 23, 2002, advising
financial institutions on how to comply with Section 312 (“Special Due Diligence For Correspondent

Accounts And Private Banking Accounts”) of the USA PATRIOT Act 1  .

Section 312 amends the Bank Secrecy Act as set forth in Title 31 of the United States Code by adding new
subsection (i) to 31 U.S.C. 5318. It requires certain financial institutions, including broker-dealers, to take

prescribed anti-money laundering measures with respect to private banking accounts 2   and correspondent
accounts that they establish or maintain for non-U.S. persons.

In brief, the interim rule requires members and member organizations to comply with provisions
relating to “private banking accounts”, but their compliance with the remaining provisions of section
5318(i) ( i.e., those involving “correspondent accounts”) is deferred. Treasury anticipates issuing a
final rule no later than October 24, 2002.

Below are those relevant provisions from section (i) which are mandatory for members and member
organizations as of July 23, 2002. References to requirements related to “correspondent accounts” have been
removed for purposes of this Information Memo.

General Requirement

31 U.S.C. 5318(i)(1) prescribes the general requirement that:

“[e]ach financial institution that establishes, maintains, administers, or manages a private banking account

… 3   in the United States for a non-United States person, including a foreign individual visiting the United
States, or a representative of a non-United States person shall establish appropriate, specific, and, where
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necessary, enhanced, due diligence policies, procedures, and controls that are reasonably designed to detect
and report instances of money laundering through those accounts.”

Minimum Standards for Private Banking Accounts

Section 5318(i)(3) requires that “[i]f a private banking account is requested or maintained by, or on behalf
of, a non-United States person, then the due diligence policies, procedures, and controls required under
paragraph (1) shall, at a minimum, ensure that the financial institution takes reasonable steps.—

(A) to ascertain the identity of the nominal and beneficial owners of, and the source of funds deposited into,
such accounts as needed to guard against money laundering and report any suspicious transactions under

subsection (g) 4  ; and

(B) to conduct enhanced scrutiny of any such account that is requested or maintained by, or on behalf of, a

senior foreign political figure 5  , or any immediate family member 6   or close associate of a senior foreign
political figure that is reasonably designed to detect and report transactions that may involve the proceeds of
foreign corruption.”

The elements of Section 312 should be integrated into existing Anti-Money Laundering Compliance Programs
pursuant to NYSE Rule 445 which requires, in part, that each member and member organization develop
a program, the policies, procedures, and internal controls of which are reasonably designed to achieve
compliance with the Bank Secrecy Act and the implementing regulations thereunder, as they become
effective.

Question regarding this Memo may be directed to Stephen Kasprzak at (212) 656-5226.

Salvatore Pallante

Executive Vice President

Attachments

BILLING CODE 4810-02

DEPARTMENT OF THE TREASURY

31 CFR Part 103

RIN 1506-AA29

Financial Crimes Enforcement Network; Anti-Money Laundering Programs; Special Due Diligence
Programs for Certain Foreign Accounts.

AGENCY: Financial Crimes Enforcement Network (FinCEN), Treasury.

ACTION: Interim final rule.

SUMMARY: Treasury and FinCEN are issuing an interim final rule temporarily deferring for certain financial
institutions (as defined in the Bank Secrecy Act) the application of the requirements contained in section
5318(i) of title 31, United States Code, added by section 312 of the Uniting and Strengthening America by
Providing Appropriate Tools Required to Intercept and Obstruct Terrorism Act (USA PATRIOT Act) of 2001
(the Act). Section 5318(i) requires U.S. financial institutions to establish due diligence policies, procedures,
and controls reasonably designed to detect and report money laundering through correspondent accounts
and private banking accounts that U.S. financial institutions establish or maintain for non-U.S. persons.
Section 312 takes effect on July 23, 2002, whether or not Treasury has issued a final rule implementing that
provision. Additionally, this interim final rule provides guidance, pending issuance of a final rule, to those
financial institutions for which compliance with section 5318(i) has not been deferred.
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DATES: This interim final rule is effective July 23, 2002. Written comments may be submitted on or before
[INSERT DATE THAT IS 30 DAYS AFTER PUBLICATION IN THE FEDERAL REGISTER].

ADDRESSES: Submit comments (preferably an original and four copies) to FinCEN, P.O. Box 39, Vienna,
VA 22183, Attn: Section 312 Interim Regulations. Comments may also be submitted by electronic mail to
regcomments@fincen.treas.gov with the caption in the body of the text, “Attention: Section 312 Interim
Regulations.” Comments may be inspected at FinCEN between 10 a.m. and 4 p.m. in the FinCEN Reading
Room in Washington, D.C. Persons wishing to inspect the comments submitted must request an appointment
by telephoning (202) 354-6400 (not a toll-free number).

FOR FURTHER INFORMATION CONTACT: Office of the Assistant General Counsel for Banking & Finance
(Treasury), (202) 622-0480; the Office of the Assistant General Counsel for Enforcement (Treasury), (202)
622-1927; or the Office of the Chief Counsel (FinCEN), (703) 905-3590 (not toll-free numbers).

SUPPLEMENTARY INFORMATION: Treasury and FinCEN are exercising the authority under 31 U.S.C.
5318(a)(6) to temporarily defer the application of 31 U.S.C. 5318(i) to certain financial institutions pending
issuance by Treasury and FinCEN of a final rule outlining the scope of coverage, duties, and obligations
under that provision. Additionally, for those financial institutions for which compliance with section 5318(i) has
not been deferred entirely, interim guidance is provided for compliance with the statute pending issuance of
a final rule. Although this interim final rule and the guidance contained herein may be relied upon by financial
institutions until superseded by a final regulation or subsequent guidance, no inference may be drawn from
this rule concerning the scope and substance of the final regulation that Treasury will issue concerning
section 5318(i).

I. Background

Section 312 of the Act adds new subsection (i) to 31 U.S.C. 5318, the Bank Secrecy Act (BSA). This
provision requires each U.S. financial institution that establishes, maintains, administers, or manages a
private banking account or a correspondent account in the United States for a non-U.S. person to take certain
anti-money laundering measures with respect to such accounts. In particular, financial institutions must
establish appropriate, specific, and, where necessary, enhanced, due diligence policies, procedures and
controls that are reasonably designed to enable the financial institution to detect and report instances of
money laundering through those accounts.

In addition to this general requirement, which applies to all correspondent and private banking accounts
for non-U.S. persons, section 312 of the Act specifies additional standards for correspondent accounts
maintained for certain foreign banks. For a correspondent account maintained for a foreign bank operating
under an offshore license or a license granted by a jurisdiction designated as being of concern for money
laundering, a financial institution must take reasonable steps to identify the owners of the foreign bank, to
conduct enhanced scrutiny of the correspondent account to guard against money laundering, and to ascertain
whether the foreign bank provides correspondent accounts to other foreign banks and, if so, to conduct
appropriate related due diligence.

Section 312 also sets forth minimum standards for the due diligence requirements for a private banking
account for a non-U.S. person. Specifically, a financial institution must take reasonable steps to ascertain the
identity of the nominal and beneficial owners of, and the source of funds deposited into, the private banking
account, as necessary to guard against money laundering. The institution must also conduct enhanced
scrutiny of private banking accounts requested or maintained by or on behalf of senior foreign political figures
(or their family members or close associates). Enhanced scrutiny must be reasonably designed to detect and
report transactions that may involve the proceeds of foreign corruption.

Section 312(b)(2) provides that subsection 5318(i) takes effect on July 23, 2002, regardless of whether
Treasury has issued a final rule by that date. Furthermore, it indicates that subsection 5318(i) applies to all
accounts, regardless of when they were opened.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

451

http://researchhelp.cch.com/License_Agreement.htm


1. The Proposed Rule

On May 30, 2002, Treasury and FinCEN published in the Federal Register a proposed rule implementing
section 312. See 67 Fed. Reg. 37,736 (May 30, 2002). In that proposed rule, Treasury sought to take
the broad statutory mandate of section 312 and translate it into specific regulatory directives for financial
institutions to apply. Like the statute itself, the rule proposed by Treasury is far reaching, seeking to require

a wide range of U.S. financial institutions 1   to apply due diligence and enhanced due diligence procedures

to a diverse array of foreign financial institutions 2   that maintain “correspondent accounts” or “private
banking accounts” in the U.S. The proposed rule sets forth a series of due diligence procedures that financial
institutions covered by the rule may, and in many cases must, apply to correspondent accounts and private
banking accounts. Because section 5318(i) takes effect on July 23, 2002, regardless of whether Treasury has
issued a final implementing regulation, Treasury imposed a 30-day period in which public comments on the
proposed rule would be accepted.

2. The Final Rule

A final rule implementing section 312 cannot reasonably be completed by the statutory effective date of July
23, 2002. Without question, the proposed rule implementing section 312 is the furthest reaching proposed
regulation issued under Title III of the Act thus far. The requirements placed on financial institutions under
this provision are significant, and commenters have raised substantial and important concerns about the
scope of the regulation as well as the major definitions applicable to this section. For example, commenters
consistently noted that the definitions of “correspondent account,” “covered financial institution,” and “foreign
financial institution,” were overly broad and difficult to implement. Likewise, commenters expressed concerns
regarding the definition of “senior foreign political figure.” Moreover, the statute does not define many
important terms with respect to financial institutions other than banks, leaving the task for Treasury and
FinCEN. Additional time is necessary to consider carefully these definitions and the text of the proposed rule
in light of comments received to determine whether these terms should be further defined with respect to
each financial institution.

Treasury anticipates issuing a final rule no later than October 25, 2002.

3. Deferral of Application to Certain Financial Institutions

Although section 312 is self-executing, in the absence of a final rule, many classes of financial institutions,
in particular, non-bank financial institutions, would not have clear notice of, or guidance regarding, their
compliance obligations. More pointedly, without regulations defining key terms for financial institutions
other than banks, these financial institutions would not have sufficient guidance to comply with all facets
of section 312. This situation necessarily stems from the fact that the statute seeks to cover a diverse
universe of financial institutions and seeks to address a multitude of issues arising from the panoply of
financial relationships that can exist with various foreign financial institutions. Treasury's role in this process
is to draft a regulation, after obtaining public comment, that provides clear and unequivocal direction to
financial institutions covered by the provision. Without clarifying appropriate terms for the various industries,
enforcement of section 5318(i) against the full range of financial institutions proposed to be covered by
section 312 will be difficult. Therefore, deferral is necessary and appropriate.

Nor would it be appropriate for Treasury to insist on compliance with the terms of the proposed rule pending
the completion of a final rule. We are still reviewing and analyzing the comments received and formulating
the terms and scope of the final rule. Were Treasury to require strict compliance with the proposed rule, not
only would it undermine the administrative process, but also it might require financial institutions to incur

substantial costs to comply with provisions of the proposed rule that may be altered or eliminated. 3   Without
suggesting that such changes will be made, such a result is untenable.
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Accordingly, invoking the authority under section 5318(a)(6) of the BSA, this interim final rule defers the
application of all provisions of section 5318(i) to financial institutions other than banks, securities brokers and

dealers, futures commission merchants, and introducing brokers. 4   Banks must comply with all provisions
of section 5318(i). Securities brokers and dealers, futures commission merchants, and introducing brokers
must comply with the provisions of section 5318(i) relating to due diligence and enhanced due diligence for
“private banking accounts,” but they are exempted from provisions related to correspondent accounts. The
reason for this distinction is a practical one-the Act does not define a “correspondent account” for financial
institutions other than banks, and Treasury needs time to consider whether the definition in the proposed rule
is appropriate. In contrast, the definition of a private banking account in section 5318(i) is not limited to banks
and is both applicable and commonly understood with the securities and futures industries. Moreover, to the
extent these financial institutions offer this type of account, the risks of money laundering are similar to the
risks posed by banks offering such accounts. As a result, they will be required to comply with the provisions of
section 5318(i) regarding private banking accounts pending Treasury's issuance of a final rule, consistent with
the guidance set forth below.

In summary:

•Banks must comply with section 5318(i) pending Treasury's issuance of a final rule. For the purposes of this
interim final rule, these include: An insured bank (as defined in section 3(h) of the Federal Deposit Insurance

Act (12 U.S.C. 1813(h))) 5  ; a commercial bank; an agency or branch of a foreign bank in the United States;
a federally insured credit union; a thrift institution; and a corporation acting under section 25A of the Federal

Reserve Act (12 U.S.C. 611 et seq.). 6 

•Securities brokers and dealers registered, or required to register, with the Securities and Exchange
Commission (SEC), and futures commission merchants and introducing brokers registered, or required to
register, with the Commodity Futures Trading Commission (CFTC) must comply with provisions relating to
private banking accounts, but their compliance with the remaining provisions of section 5318(i) is deferred.

•Financial institutions subject to deferment of all obligations under section 5318(i) include: Casinos; money
services businesses; mutual funds; operators of credit card systems; and all remaining financial institutions
defined in the BSA that are not banks, securities brokers and dealers, futures commission merchants, or

introducing brokers. 7 

II. Compliance Obligations Pending Publication of the Final Rule

Under the Act, Treasury is authorized to interpret and administer section 312. This interim final rule provides
guidance to those financial institutions for which the application of section 5318(i) has not been deferred.
Pending issuance of a final rule, Treasury expects compliance with section 5318(i) as set forth below.
Treasury does not expect compliance with the terms and conditions of the proposed rule except to the extent
they coincide with the express requirements of the statute. However, the interim compliance measures set
forth in this guidance should not be construed as an indication of the obligations that will be imposed by the
final rule.

1. Due Diligence for Correspondent Accounts.—Banks Only

With respect to correspondent accounts, section 5318(i)(1) requires U.S. financial institutions to establish
due diligence policies, procedures, and controls reasonably designed to detect and report money laundering
through correspondent accounts established, maintained, administered, or managed in the United States
for a foreign financial institution. In the interim period before the issuance of a final rule, a due diligence
program under section 5318(i)(1) will be reasonable in Treasury's view if it focuses compliance efforts on
the correspondent accounts that pose a high risk of money laundering based on an overall assessment of
the money laundering risks posed by the foreign correspondent institution. It is the expectation of Treasury
that a bank will accord priority to conducting due diligence on high-risk foreign banks for which it maintains
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correspondent deposit accounts or their equivalents, and will focus foremost on correspondent accounts used
to provide services to third parties. Treasury also expects banks to give priority to conducting due diligence on
high-risk correspondent accounts maintained for foreign financial institutions other than foreign banks, such
as money transmitters. In all cases, Treasury expects that a bank will accord priority in applying due diligence
to accounts opened on or after July 23, 2002.

Treasury acknowledges that, as a practical matter, banks will be unable to craft and implement final
comprehensive due diligence policies and procedures pursuant to the dictates of section 5318(i)(1) until
Treasury issues a final rule. However, in the interim, a reasonable due diligence policy, in Treasury's view, is
one that comports with existing best practices standards for banks that maintain correspondent accounts for

foreign banks, 8   and evidences good faith efforts to incorporate due diligence procedures for correspondent
accounts maintained for foreign financial institutions posing an increased risk of money laundering.

2. Enhanced Due Diligence for High Risk Foreign Banks.—Banks Only

Section 5318(i)(2) requires U.S. financial institutions to establish enhanced due diligence policies and
procedures applicable when opening or maintaining a correspondent account in the United States for certain
foreign banks designated as high risk. Sections 5318(i)(2)(B)(i) through (iii) further specify requirements that
must be incorporated into a financial institution's enhanced due diligence policies and procedures.

An enhanced due diligence program will be reasonable under section 5318(i)(2)(B), in Treasury's view, if first,
it comports with existing best practice standards for banks that maintain correspondent accounts for foreign

banks. 9   Second, the program must also focus enhanced due diligence measures on those correspondent
accounts that are maintained by a foreign correspondent bank deemed high risk by section 5318(i)(2)(A)
posing a particularly high risk of money laundering based on the bank's overall assessment of the risk posed
by the foreign correspondent bank. As with the previous provision, it is the expectation of Treasury that a
bank will accord priority in applying enhanced due diligence to accounts opened on or after July 23, 2002.

Within these priorities, as required by the statute, banks must take reasonable steps to comply with directives
described in sections 5318(i)(2)(B)(i) through (iii). For purposes of section 5318(i)(2)(B)(i), an owner is
deemed to be any person who directly or indirectly owns, controls, or has voting power over 5 percent or
more of any class of securities of a foreign bank, the shares of which are not publicly traded.

3. Due Diligence for Private Banking Accounts.—Banks, Securities Brokers and Dealers,
Futures Commission Merchants, and Introducing Brokers

Sections 5318(i)(1) and (3) set forth due diligence requirements for U.S. financial institutions that maintain

private banking accounts in the United States for non-U.S. persons. 10   Under the Act, a private banking
account is an account (or any combination of accounts) that requires minimum aggregate deposits of at least
$1 million, that is established for one or more individuals, and that is assigned to or administered or managed
by, in whole or in part, an officer, employee, or agent of a financial institution acting as liaison between the
financial institution and the direct or beneficial owner of the account. Section 5318(i)(3)(A) requires financial
institutions, as needed to guard against money laundering, to take reasonable steps to ascertain the identity
of the nominal and beneficial owners of, and the source of funds deposited into, the account. Additionally, the
statute requires enhanced scrutiny of private banking accounts maintained by or on behalf of senior foreign
political figures, an immediate family member, or close associate, to guard against laundering the proceeds of
foreign corruption.

As with the requirements for correspondent accounts, a private banking due diligence program under sections
5318(i)(1) and (3) must be reasonably designed to detect and report money laundering and the existence of
the proceeds of foreign corruption. Treasury believes that a due diligence private banking program would be
reasonable, pending adoption of final regulations to implement section 5318(i), if the program is focused on
those private banking accounts that present a high risk of money laundering. A program that is consistent
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with applicable government guidance on private banking accounts, such as the guidance on sound practices
for private banking issued by the Federal Reserve (SR 97-19 (SUP) “Private Banking Activities” (June 30,
1997) at www.federalreserve.gov) and the guidance on enhanced scrutiny for transactions that may involve
the proceeds of foreign corruption issued jointly by Treasury, the bank regulators, and the State Department
in January 2001 (at http://www.treas.gov/press/releases/docs/guidance.htm) would be reasonable, so long

as it incorporates the requirements of section 5318(i)(3). 11   Treasury expects that an institution will accord
priority in applying enhanced due diligence to accounts opened on or after July 23, 2002.

III. Analysis of the Interim Final Rule

A. Banks, Savings Associations, and Credit Unions.— Section 103.181

The following financial institutions are not subject to the deferral contained in this interim final rule and
must take steps, in light of the guidance provided above, to comply with the requirements of section 5318(i)
pending issuance of a final implementing regulation: An insured bank (as defined in section 3(h) of the
Federal Deposit Insurance Act (12 U.S.C. 1813(h))); a commercial bank; an agency or branch of a foreign
bank in the United States; a federally insured credit union; a thrift institution; and a corporation acting under
section 25A of the Federal Reserve Act (12 U.S.C. 611 et seq.).

B. Securities Brokers and Dealers, Futures Commission Merchants, and Introducing
Brokers.— Section 103.182

Securities brokers and dealers registered, or required to register, with the SEC, and futures commission
merchants and introducing brokers registered, or required to register, with the CFTC under the Commodity
Exchange Act (7 U.S.C. 1 et seq.) are subject to the requirements of section 5318(i) relating to due diligence
and enhanced due diligence relating to private banking accounts. They must take steps, in light of the
guidance provided above, to comply with the requirements of section 5318(i) relating to private banking
accounts pending issuance of a final implementing regulation. Treasury and FinCEN are exercising the
authority under BSA section 5318(a)(6) to temporarily defer the application of all other requirements
contained in section 5318(i) for securities brokers and dealers, futures commission merchants, and
introducing brokers.

C. All Other BSA Financial Institutions.— Section 103.183

Treasury and FinCEN are exercising the authority under BSA section 5318(a)(6) to temporarily defer the
application of all requirements contained in section 5318(i) for all other financial institutions. This temporary
deferment applies to casinos; money services businesses; mutual funds; operators of credit card systems;

dealers in precious metals, stones, or jewels; pawnbrokers; loan or finance companies; private bankers; 12

   trust companies; state chartered credit unions that are not federally insured; insurance companies; travel
agencies; telegraph companies; sellers of vehicles, including automobiles, airplanes, and boats; persons
engaged in real estate closings and settlements; investment companies; commodity pool operators; and
commodity trading advisors.

This temporary deferral does not in any way relieve any financial institution from compliance with the existing
anti-money laundering and anti-terrorism requirements imposed by law, regulation, or rule of a self-regulatory
organization. Quite to the contrary, the obligations contemplated by section 312 will serve to augment and
improve the existing anti-money laundering activities of financial institutions. To that end, Treasury and
FinCEN expect financial institutions proposed to be subject to the regulation implementing section 312 to
begin immediately the process of evaluating their due diligence procedures when correspondent accounts or
private banking accounts are opened or maintained on behalf of non-U.S. persons.

IV. Administrative Procedure Act
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The provisions of 31 U.S.C. 5318(i), requiring due diligence programs for certain foreign accounts, become
effective July 23, 2002. This interim rule exempts certain financial institutions from these requirements and
provides interim compliance guidance for those financial institutions not exempted. Accordingly, good cause
is found to dispense with notice and public procedure as unnecessary and contrary to the public interest,
pursuant to 5 U.S.C. 553(b)(B), and to make the provisions of the interim rule effective in less than 30 days
pursuant to 5 U.S.C. 553(d)(1) and (3).

V. Regulatory Flexibility Act

Because no notice of proposed rulemaking is required for this interim final rule, the provisions of the
Regulatory Flexibility Act (5 U.S.C. 601 et seq.) do not apply.

VI. Executive Order 12866

This interim final rule is not a “significant regulatory action” as defined in Executive Order 12866. Accordingly,
a regulatory assessment is not required.

List of Subjects in 31 CFR Part 103

Banks, banking, Brokers, Counter money laundering, Counter-terrorism, Currency, Foreign banking,
Reporting and recordkeeping requirements.

Authority and Issuance

For the reasons set forth in the preamble, 31 CFR Part 103 is amended as follows:

PART 103.—FINANCIAL RECORDKEEPING AND REPORTING OF CURRENCY AND FOREIGN
TRANSACTIONS

1. The authority citation for part 103 is revised to read as follows:

Authority: 12 U.S.C. 1829b and 1951-1959; 31 U.S.C. 5311-5332; title III, secs. 312, 314, 352, Pub. L.
107-56, 115 Stat. 307.

2. Add new undesignated centerheading AANTI-MONEY LAUNDERING PROGRAMS@ to subpart I
immediately before §103.120.

3. Add new undesignated centerheading and §§103.181 through 103.183 to subpart I to read as follows:

SPECIAL DUE DILIGENCE FOR CORRESPONDENT ACCOUNTS AND PRIVATE BANKING
ACCOUNTS

103.181 Special due diligence programs for banks, savings associations, and credit unions.

103.182 Special due diligence programs for securities brokers and dealers, futures commission
merchants, and introducing brokers.

103.183 Deferred due diligence programs for other financial institutions.

SPECIAL DUE DILIGENCE FOR CORRESPONDENT ACCOUNTS AND PRIVATE BANKING
ACCOUNTS

§103.181 Special due diligence programs for banks, savings associations, and credit unions.

The requirements of 31 U.S.C. 5318(i) shall apply, effective July 23, 2002, to a financial institution that is:

(a) An insured bank (as defined in section 3(h) of the Federal Deposit Insurance Act (12 U.S.C. 1813(h)));

(b) A commercial bank;
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(c) An agency or branch of a foreign bank in the United States;

(d) A federally insured credit union;

(e) A thrift institution; or

(f) A corporation acting under section 25A of the Federal Reserve Act (12 U.S.C. 611 et seq.).

§103.182 Special due diligence programs for securities brokers and dealers, futures commission
merchants, and introducing brokers.

(a) Private banking accounts. The requirements of 31 U.S.C. 5318(i) relating to due diligence and enhanced
due diligence for private banking accounts shall apply, effective July 23, 2002, to a financial institution that is:

(1) A broker or dealer registered, or required to register, with the Securities and Exchange Commission under
the Securities Exchange Act of 1934 (15 U.S.C. 78a et seq.); or

(2) A futures commission merchant or introducing broker registered, or required to register, with the
Commodity Futures Trading Commission under the Commodity Exchange Act (7 U.S.C. 1 et seq.).

(b) Correspondent accounts. A financial institution described in paragraph (a) of this section is exempt
from the requirements of 31 U.S.C. 5318(i) relating to due diligence and enhanced due diligence for certain
correspondent accounts.

(c) Other compliance obligations of financial institutions unaffected. Nothing in this section shall be construed
to relieve a financial institution from its responsibility to comply with any other applicable requirement of law or
regulation, including title 31 of the United States Code and this part.

§103.183 Deferred due diligence programs for other financial institutions.

(a) Exempt financial institutions. Except as provided in § 103.181 and § 103.182, a financial institution defined
in 31 U.S.C. 5312(a)(2) and (c)(1) or §103.11(n) is exempt from the requirements of 31 U.S.C. 5318(i).

(b) Other compliance obligations of financial institutions unaffected. Nothing in this section shall be construed
to relieve a financial institution from its responsibility to comply with any other applicable requirement of law or
regulation, including title 31 of the United States Code and this part.

DATED: July 19, 2002

James F. Sloan

Director, Financial Crimes Enforcement Network

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  The USA PATRIOT Act was signed into law on October 26, 2001. It amends, among other laws, the
Bank Secrecy Act as set forth in Title 31 of the United States Code.

2  Per 31 U.S.C. 5318(i)(4)(B), "[t]he term ‘private banking account’ means an account (or any combination
of accounts) that (i) requires a minimum aggregate deposits of funds or other assets of not less than
$1,000,000 (ii) is established on behalf of 1 or more individuals who have a direct or beneficial ownership
interest in the account; and (iii) is assigned to, or is administered or managed by, in whole or in part, an
officer, employee, or agent of a financial institution acting as a liaison between the financial institution
and the direct or beneficial owner of the account."

3  Reference to "correspondent accounts" removed.
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4  References 31 U.S.C. 5318(g) ("Reporting of Suspicious Transactions") and the implementing
regulations thereunder which, upon effectiveness, will require the filing of Suspicious Activity Reports
("SARs") to a central location determined by FinCEN. See 67 FR 44048 (July 1, 2002).

5  Under FinCEN's proposed regulation §103.75(o), a "senior political figure" means "(i) A current or
former senior official in the executive, legislative, administrative, military, or judicial branches of a
foreign government (whether elected or not), a senior official of a major foreign political party, or a
senior executive of a foreign government-owned commercial enterprise; (ii) A corporation, business or
other entity that has been formed by, or for the benefit of, any such individual; (iii) An immediate family
member of any such individual; and (iv) A person who is widely and publicly known (or is actually known
by the relevant covered financial institution) to maintain a close personal or professional relationship with
any such individual."

6  Under FinCEN's proposed regulation §103.175(o), the term "immediate family member" means "a
spouse, parents, siblings, children, and a spouse's parents or siblings."

1  Treasury proposed that the following financial institutions would be covered by the regulation: An
insured bank (as defined in section 3(h) of the Federal Deposit Insurance Act (12 U.S.C. 1813(h))); a
commercial bank; an agency or branch of a foreign bank in the United States; a federally insured credit
union; a thrift institution; a corporation acting under section 25A of the Federal Reserve Act (12 U.S.C.
611 et seq.); a broker or dealer registered, or required to register, with the Securities and Exchange
Commission under the Securities Exchange Act of 1934 (15 U.S.C. 78a et seq.); a futures commission
merchant registered, or required to register, under, and an introducing broker as defined in §1a23 of, the
Commodity Exchange Act (7 U.S.C. 1 et seq.); a casino (as defined in §103.11(n)(5)); a mutual fund (as
defined in §103.130); a money services business (as defined in §103.11(uu)); and an operator of a credit
card system (as defined in §103.135).

2  Foreign financial institutions include foreign banks and any other foreign person that, if organized in the
United States, would be required to establish an anti-money laundering program pursuant to §§103.120
through 103.169 of this part.

3  Cf. CFTC v. Schor, 478 U.S. 833, 845 (1986) (noting the important distinction between a proposed rule
and a final rule drafted based on a review of public comment).

4  "Introducing brokers" refers to those registered, or required to register, with the Commodity Futures
Trading Commission.

5  This group of covered entities was drawn from the list of "covered financial institutions" in the proposed
rule. Treasury is evaluating whether to add uninsured national trust banks to this list at the final rule
stage as these entities are currently required to have anti-money laundering programs. See 12 CFR
21.21. Treasury also will consider whether non-federally regulated, state chartered, uninsured trust
companies and trust banks, and non-federally insured credit unions should be added to the list to the
extent that they maintain correspondent or private banking accounts for non-U.S. persons.

6  For purposes of complying with section 5318(i) pending Treasury's issuance of a final rule, foreign
branches of insured banks are deemed to be foreign banks rather than covered financial institutions.

7  The remaining financial institutions include: dealers in precious metals, stones, or jewels; pawnbrokers;
loan or finance companies; private bankers; trust companies; state chartered credit unions that are not
federally regulated; insurance companies; travel agencies; telegraph companies; sellers of vehicles,
including automobiles, airplanes, and boats; persons engaged in real estate closings and settlements;
investment companies; commodity pool operators; and commodity trading advisors.

8  S ee, e.g., New York Clearing House Association, L.L.C., “Guidelines for Counter Money Laundering
Policies and Procedures in Correspondent Banking,” (March 2002) at www.nych.org; Basel Committee
on Banking Supervision, "Customer Due Diligence for Banks" (October 2001) at www.bis.org. A due
diligence program that does not adopt all of the best practices and standards described in industry
and other available guidance also could be considered reasonable if there is a justifiable basis for not

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

458

http://researchhelp.cch.com/License_Agreement.htm


adopting a particular best practice or standard, based on the particular type of accounts held by the
institution.

9  See supra note 7.
10  For purposes of this interim final rule, a non-U.S. person means an individual who is neither a United

States citizen nor a lawful permanent resident as defined in 26 U.S.C. 7701(b)(6).
11  See also, Wolfsberg Group, "Global Anti-Money-Laundering Guidelines for Private Banking: Wolfsberg

AML Principles" (1st Revision May 2002) at www.wolfsberg-principles.com. A program that does not
follow all of the best practices outlined in this government guidance would be reasonable if there is a
justifiable basis, based on the particular circumstances of the institution involved, for not following these
practices.

12  A private banker under the BSA refers to state chartered banking entities that are not organized as a
corporation. Generally, such entities are organized as partnerships. A private banker does not refer to
those who offer private banking accounts.
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July 29, 2002

   New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

NYSE

Arbitration

ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: INCREASE IN ARBITRATOR AND HEARING BOARD PANELIST HONORARIUM

The Exchange pays arbitrators and hearing board panelists a nominal honorarium for their services. The
honorarium has not increased since 1986. On June 6, 2002, the Exchange's Board approved an increase
in the honorarium as indicated in the attached exhibits. The increased honorarium will not increase the
arbitration fees paid by the parties.

Frank Z. Ashen

Executive Vice President

Attachments

Exhibit A

Arbitrator Honorarium

                     

Present                  New

1 Session            $150                     $200

                     $200 for Chair           $275 for Chair

Full Day             $225                     $400

                     $275 for Chair           $475 for Chair
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Small Claims

 

Papers              $75                      $125

Exhibit B

Hearing Panelist Honorarium

                             

Present                  New

Up to Half Day               $ 150                    $ 200

Full Day                     $ 225                    $ 400

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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July 24, 2002

   New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005

NYSE

Member Firm Regulation

ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, CHIEF OPERATIONS OFFICER

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO RULE 227 (“DEPOSITORY ELIGIBILITY”)

The Securities and Exchange Commission (the “SEC” or “Commission”) has approved amendments to Rule

227 (“Depository Eligibility”) 1  . The amendments, outlined in this Memo and attached as Exhibit A, are
effective immediately.

Currently, Rule 227(a) requires all domestic issuers to represent to the Exchange before an issue of
securities is listed that a CUSIP number identifying the security has been included in the file of eligible issuers
maintained by a securities depository registered with the SEC as a clearing agency. The rule amendments
delete the references to “domestic” and “foreign” issuers in paragraph (a). Exclusion of foreign issuers is no
longer necessary since non-U.S. issuers have the capacity to comply with the Rule and have been doing so
voluntarily for several years.

Rule 227(b) states that a CUSIP number does not render a security “depository eligible” unless (1) the
securities depository has an electronic system for monitoring repurchases of distributed shares at the time
such shares commence trading on the Exchange, or (2) when a managing underwriter elects not to deposit
the securities on distribution date, it notifies the securities depository no later than three months after the
commencement of trading on the Exchange. Rule 227(b) will be deleted as it is no longer relevant since the
industry has implemented a system (the IPO Tracking System) for monitoring repurchases of distributed
shares.

Questions regarding this memo may be directed to William Jannace at 212-656-2744.

Salvatore Pallante

Executive Vice President

Attachments

Exhibit A

Additions underscored

Deletions [bracketed]

DEPOSITORY ELIGIBILITY

Rule 227. [(a)] Before any issue of securities of [a] an [domestic] issuer [(not including American Depositary
Receipts for securities of a foreign issuer)] is listed on the Exchange on or after June 7, 1995, the Exchange
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shall have received a representation from the issuer that a CUSIP number identifying the securities has
been included in the file of eligible issues maintained by a securities depository registered as a clearing
agency under Section 17A of the Securities Exchange Act of 1934 (“securities depository” or “securities
depositories”), except that this Rule [paragraph] shall not apply to a security if the terms of the security do not
and cannot be reasonably modified to meet the criteria for depository eligibility at all securities depositories.

[(b) A securities depository's inclusion of the CUSIP number identifying a security in its file of eligible issues
does not render a security “depository eligible” within the meaning of Rule 226 - (“Uniform Book-Entry
Settlement”) until:

(1) In the case of any new issue distributed by an underwriting syndicate on or after the date a securities
depository system for monitoring repurchases of distributed shares by the underwriting syndicate is available,
the commencement of trading in such security on the Exchange; or

(2) In the case of any new issue distributed by an underwriting syndicate prior to the date a securities
depository system for monitoring repurchases of distributed shares by the underwriting syndicate is available
where the managing underwriter elects not to deposit the securities on the distribution date, such date that is
the subject of a notification submitted by the managing underwriter to the securities depository but in no event
more than three months after the commencement of trading in such security on the Exchange.]

#74543

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  SR-NYSE-2001-30, Release No. 34-45987 (May 28, 2002).
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July 15, 2002

   New York Stock Exchange, Inc.

20 Broad

New York, NY 10005

NYSE

Enforcement

ATTENTION: CHIEF EXECUTIVE OFFICER, GENERAL COUNSEL AND DIRECTOR OF COMPLIANCE

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: UPDATE REGARDING EXCHANGE RULE 351 - REPORTING REQUIREMENTS

Information Memo Number 02-29 dated July 8, 2002, advised of and attached a recently approved
amendment to Exchange Rule 351 (“Reporting Requirements”).

The original Information Memo contained a typographical error and omitted the words “embezzlement,
fraudulent conversion” from the rule amendment.

Attached is the correct copy of amended Exchange Rule 351.

REPORTING REQUIREMENTS

Underscore reflects additions

[Brackets] denote deletions

Rule 351 (a)(1) - (4) no change

(a)(6) - (10) no change

(b) no change

(c) no change

(d) no change

(e) no change

(a)(5) is arrested, arraigned, indicted or convicted of, or pleads guilty to, pleads no contest to, [any criminal
offense (other than minor traffic violations)] any felony; or any misdemeanor that involves the purchase
or sale of any security, the taking of a false oath, the making of a false report, bribery, perjury, burglary,
larceny, theft, robbery, extortion, forgery, counterfeiting, fraudulent concealment, embezzlement, fraudulent
conversion, or misappropriation of funds, or securities, or a conspiracy to commit any of these offenses, or
substantially equivalent activity in a domestic, military or foreign court.

****

Any questions relating to this memorandum may be addressed to Connie Armocida at (212) 656-2321 or
Barry Hochhauser at (212) 656-2350.

David P. Doherty

Executive Vice President
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July 9, 2002

   New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005

NYSE

Member Firm Regulation

ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS, AND RESEARCH DEPARTMENT

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ANALYST AND MEMBER/MEMBER ORGANIZATION DISCLOSURE AND REPORTING
REQUIREMENTS

This is a follow-up to Information Memo Nos. 02-26, dated June 26, 2002, and 02-24, dated May 20,
2002. On May 10, 2002, the Securities and Exchange Commission (“SEC” or the “Commission”) approved
amendments to Exchange Rule 472 (“Communications with the Public”) and Rule 351 (“Reporting

Requirements”) 1   (see attached Exhibit A). The SEC also simultaneously approved new NASD Rule 2711
(“Research Analysts and Research Reports”).

The amendments place prohibitions and/or restrictions on Investment Banking Department, Research
Department and Subject Company relationships and communications and impose new disclosure
requirements on members and member organizations and their associated persons. The amendments are
intended to increase associated persons' (research analysts) independence from influences within their firms
and provide disclosure of conflicts of interests which might potentially bias such associated persons and the
research reports they produce.

On July 5, 2002, the SEC approved additional amendments that allow November 6, 2002 as the effective

date for certain provisions of Rule 472. 2 

The rule change would permit delayed implementation 3   until November 6, 2002, subject to certain
conditions described below, for compliance with Rule 472(b)(1), (2) and (3) by members or member
organizations that over the three previous years, on average, have participated in 10 or fewer investment
banking transactions as manager or co-manager and generated $5 million or less in gross investment
banking revenues from those transactions.

Rule 472(b)(1), (2), and (3), prohibits associated persons, as defined in Rule 472.40, from being subject to
the supervision or control of any employees of a member's or member organization's Investment Banking
Department, and will further require legal or compliance personnel to intermediate certain communications
between the Research Department and either the Investment Banking Department or the company that is the
subject of a research report by the Research Department.

Those members or member organizations that meet the eligibility requirements outlined above for the delayed
implementation date, would be required to disclose in research reports that they are delaying implementation
of this Rule provision until November 6, 2002. Further, they would also be required to maintain records of
communications that would otherwise be subject to the gatekeeper provisions of Rules 472(b)(2)(i) and (ii).
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The rule change also would permit delayed implementation up until November 6, 2002, as the effective date
for Rule 472 (k)(1)(ii) as applied to the disclosure of receipt of compensation by a member's or member

organization's foreign affiliates from a subject company. 4   Rule 472(k)(1)(ii) requires members or member
organizations to disclose in research reports all compensation received by it or its affiliates from a subject
company for investment banking services in the past 12 months, or that it expects to receive or intends to
seek in the next three months.

Members or member organizations that delay implementation of Rule 472(k)(1)(ii) must notify the Exchange,
and must also disclose in research reports that with regard to their foreign affiliates they are not making the
disclosures required by the Rule until the actual date they comply with the requirements and in no event
later than November 6, 2002. Further, members and member organizations would remain responsible for
complying with the Rule's provisions for investment banking compensation received by the member or
member organization and those affiliates based in the United States.

Members and member organizations that delay implementation nevertheless would have to disclose in
research reports that their foreign affiliates may (a) have managed or co-managed a public offering of the
subject company's securities in the past 12 months; (b) have received compensation for investment banking
services from the subject company in the last 12 months; or, (c) receive or intend to seek compensation for
investment banking services from the subject company in the next three months.

The rule change also would permit the effective date for Rule 472(e)(3) to be extended up to November 6,
2002, subject to certain conditions described below, for those associated persons who must divest certain
holdings to comply with their member's or member organization's more restrictive policy that prohibits an

associated person's ownership of securities that they cover in research reports. 5   Rule 472(e)(3) prohibits an
associated person from purchasing or selling a security in a manner contrary to the associated person's most
recent published recommendation reflected in the member's or member organization's research report.

The Exchange is allowing for delayed implementation of Rule 472(e)(3) only for associated persons that meet
the following conditions: (1) they are employed by a member or member organization that as of July 9, 2002
has adopted a policy that bans research analysts' ownership of securities they cover and further requires
complete divestiture of existing holdings in those securities; (2) they abide by a reasonable plan of liquidation
under which all shares are to be sold by November 6, 2002 and submit that plan to their member's or member
organization's legal or compliance department no later than July 16, 2002; (3) they receive written approval
of the liquidation plan from their member's or member organization's legal or compliance department; and
(4) the member or member organization notifies the Exchange that they have approved plans that delay
implementation of the provision.

Questions regarding this Memo may be directed to William Jannace at (212) 656-2744 or Mary Anne Furlong
at (212) 656-4823. Notifications required by the rule amendments shall be made to the member's or member
organization's Finance Coordinator.

Salvatore Pallante

Senior Vice President

Attachments

Rule 472 Communications with the Public

Approval of Communications and Research Reports

(a)(1) Each advertisement, market letter, sales literature or other similar type of communication which is
generally distributed or made available by a member or member organization to customers or the public must
be approved in advance by a member, allied member, supervisory analyst, or qualified person designated
under the provisions of Rule 342(b)(1).
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(2) Research reports must be prepared or approved, in advance, by a supervisory analyst acceptable to
the Exchange under the provisions of Rule 344. Where a supervisory analyst does not have technical
expertise in a particular product area, the basic analysis contained in such report may be co-approved by a
product specialist designated by the organization. In the event that the member organization has no principal
or employee qualified with the Exchange to approve such material, it must be approved by a qualified
supervisory analyst in another member organization by arrangement between the two member organizations.

Investment Banking, Research Department and Subject Company Relationships and
Communications

(b)(1) Research Department personnel or any associated person(s) engaged in the preparation of research
reports may not be subject to the supervision or control of the Investment Banking Department of the member
or member organization. Research reports may not be subject to review or approval prior to distribution by the
Investment Banking Department.

(2) Investment Banking personnel may check research reports prior to distribution only to verify the accuracy
of information and to identify or to review for any potential conflicts of interest that may exist, provided that:

(i) any such written communication concerning the accuracy of research reports between the Investment
Banking and Research Departments must be made either through the Legal or Compliance Department or in
a transmission copied to Legal or Compliance; and

(ii) any such oral communication concerning the accuracy of research reports between the Investment
Banking and Research Departments must be documented and made either with Legal or Compliance
personnel acting as intermediary or in a conversation conducted in the presence of Legal or Compliance
personnel.

(3) A member or member organization may not submit a research report to the subject company prior to
distribution, except for the review of sections of a draft of the research report solely to verify facts. Members
and member organizations may not, under any circumstances, provide the subject company sections of
research reports that include the research summary, the research rating or the price target.

(i) Prior to submitting any sections of the research report to the subject company, the Research Department
must provide a complete draft of the research report to the Legal or Compliance Department.

(ii) If after submission to the subject company, the Research Department intends to change the proposed
rating or price target, the Research Department must provide written justification to, and receive prior
written authorization from, the Legal or Compliance Department for any change. The Legal or Compliance
Department must retain copies of any drafts and changes thereto of the research reports provided to the
subject company.

(iii) The member or member organization may not notify a subject company that a rating will be changed
until after the close of trading in the principal market of the subject company one business day prior to the
announcement of the change.

Written Procedures

(c) Each member and member organization must establish written procedures reasonably designed to ensure
that members, member organizations and their associated persons are in compliance with this Rule (see Rule
351(f) for attestations to the Exchange regarding compliance).

Retention of Communications

(d) Communications with the public prepared or issued by a member or member organization must be
retained in accordance with Rule 440 (“Books and Records”). The names of the persons who prepared and
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who reviewed and approved the material must be ascertainable from the retained records and the records
retained must be readily available to the Exchange, upon request.

Restrictions on Trading Securities by Associated Persons

(e)(1) No associated person or member of the associated person's household may purchase or receive an
issuer's securities prior to its initial public offering (e.g., so-called pre-IPO shares), if the issuer is principally
engaged in the same types of business as companies (or in the same industry classification) which the
associated person usually covers in research reports.

(2) No associated person or member of the associated person's household may trade in any recommended
subject company's securities or derivatives of such securities for a period of thirty (30) calendar days prior
to and five (5) calendar days after the member's or member organization's issuance of research reports
concerning such security or a change in rating or price target of a subject company's securities.

(3) No associated person or member of the associated person's household may effect trades contrary to the
member's or member organization's most current recommendations (i.e., sell securities while maintaining
a “buy” or “hold” recommendation, buy securities while maintaining a “sell” recommendation, or effecting a
“short sale” in a security while maintaining a “buy” or “hold” recommendation on such security).

(4) The following are exceptions to the prohibitions contained in paragraphs (1), (2), and (3):

(i) transactions by associated persons and household members that have been pre-approved in writing by the
Legal or Compliance Department that are made due to an unanticipated significant change in their personal
financial circumstances;

(ii) a member or member organization may permit the issuance of research reports or permit a change to the
rating or price target on a subject company, regardless of whether an associated person and/or household
members traded the subject company's securities or derivatives of such securities, within the thirty (30)
calendar day period described in paragraph (e)(2), when the issuance of such research reports, or change in
such rating or price target is attributable to some significant news or events regarding the subject company,
provided that the issuance of such research reports, or change in rating or price target on such subject
company has been pre-approved in writing by the Legal or Compliance Department;

(iii) sale transactions by an associated person and/or household member who is new to the member or
member organization within thirty (30) calendar days of such associated person's employment with the
member or member organization when such associated person and/or household member had previously
purchased such security or derivatives of such security prior to the associated person's employment with the
member or member organization;

(iv) sale transactions by an associated person and/or household member within thirty (30) calendar days from
the date of the member's or member organization's issuance of research reports or changes to the rating or
price target on a subject company when such associated person and/or household member had previously
purchased the subject company's securities or derivatives of such securities prior to initiation of coverage of
the subject company by the associated person;

(v) transactions in accounts not controlled by the associated person and for investment funds in which an
associated person or household member participates as a passive investor, provided the interest of the
associated person or household member in the assets of the fund does not exceed 1% of the fund's assets,
and the fund does not invest more than 20% of its assets in securities of issuers principally engaged in the
same types of business as companies (or in the same industry classification) which the associated person
usually covers in research reports. If an investment fund distributes securities in kind to an associated person
before the issuer's initial public offering, the associated person must either divest those securities immediately
or refrain from participating in the preparation of research reports concerning that issuer;

(vi) transactions in a registered diversified investment company as defined under Section 5(b)(1) of the
Investment Company Act of 1940.
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Restrictions on Member's or Member Organization's Issuance of Research Reports

(f)(1) A member or member organization may not issue research reports regarding an issuer for which the
member or member organization acted as manager or co-manager of an initial public offering within forty (40)
calendar days following the effective date of the offering.

(2) A member or member organization may not issue research reports regarding an issuer for which the
member or member organization acted as manager or co-manager of a secondary offering within ten (10)
calendar days following the effective date of the offering. This prohibition shall not apply to research reports
issued under Securities Act Rule 139 regarding issuers whose securities are actively traded, as defined in
Securities Exchange Act Rule 101(c)(1) of Regulation M.

(3) A member or member organization may permit exceptions to the prohibitions in paragraphs (f)(1) and
(2) (consistent with other securities laws and rules) for research reports that are issued due to significant
news or events, provided that such research reports are pre-approved in writing by the Legal or Compliance
Department.

Prohibition of Offering Favorable Research for Business

(g) No member or member organization may directly or indirectly offer a favorable research rating or specific
price target, or offer to change a rating or price target, to a subject company as consideration or inducement
for the receipt of business or for compensation.

Restrictions on Compensation to Associated Persons

(h) No member or member organization may compensate an associated person(s) for specific investment
banking services transactions. An associated person may not receive an incentive or bonus that is based
on a specific investment banking services transaction. However, a member or member organization is
not prohibited from compensating an associated person based upon such person's overall performance,
including services provided to the Investment Banking Department (see Rule 472(k)(2) for disclosure of such
compensation).

General Standards for All Communications

(Formerly positioned at Supplementary Material .30)

(i) No change

Specific Standards for Communications

(Formerly positioned at Supplementary Material .40)

(j) No change (except for deletion of .40(2))

Disclosure

(k)(1) Disclosures Required in Research Reports and Public Appearances

Disclosure of Member's, Member Organization's and Associated Person's Ownership of
Securities

(i) A member or member organization must disclose in research reports and an associated person must
disclose in public appearances:

a. if, as of the last day of the month before the publication or appearance (or the end of the second most
recent month if the publication or appearance is less than ten (10) calendar days after the end of the most
recent month), the member or member organization or its affiliates beneficially own 1% or more of any class
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of common equity securities of the subject company. The member or member organization must make the
required beneficial ownership computation no later than ten (10) calendar days after the end of the prior
month. Computation of beneficial ownership of securities must be based upon the same standards used
to compute ownership for purposes of the reporting requirements under Section 13(d) of the Securities
Exchange Act of 1934,

b. if the associated person or a household member has a financial interest in the securities of the subject
company, or

c. any other actual, material conflict of interest of the member or member organization, which the associated
person knows, or has reason to know, at the time the research report is issued or at the time the public
appearance is made.

Member Organization Compensation

(ii) A member or member organization must disclose in research reports if the member or member
organization or its affiliates: a) has managed or co-managed a public offering of equity securities for the
subject company in the past twelve (12) months; b) has received compensation for investment banking
services from the subject company in the past twelve (12) months; or c) expects to receive or intends to seek
compensation for investment banking services from the subject company in the next three (3) months.

When an associated person recommends securities in a public appearance, the associated person
must disclose if the subject company is an investment banking services client of the member, member
organization, or one of its affiliates, when the associated person knows or has reason to know of this
relationship.

Disclosure of Associated Person's Affiliations with Subject Company

(iii) A member or member organization must disclose in research reports, and an associated person must
disclose in public appearances, whether the associated person or member of the associated person's
household is an officer, director or advisory board member of the recommended issuer.

(k)(2) Disclosures Specific to Research Reports

The front page of a research report either must include the disclosures required under this Rule or must refer
the reader to the page(s) on which each such disclosure is found. Disclosures, and references to disclosures,
must be clear, comprehensive and prominent.

A member or member organization must disclose in research reports if the associated person preparing
such reports received compensation that is based upon (among other factors) the member's or member
organization's overall investment banking revenues.

A member or member organization must disclose in research reports that recommend securities:

(i) if it is making a market in the subject company's securities at the time the research report is issued.

(ii) the valuation methods used, and any price objectives must have a reasonable basis and include a
discussion of risks.

(iii) the meanings of all ratings used by the member or member organization in its ratings system. (For
example, a member or member organization might disclose that a “strong buy” rating means that the rated
security's price is expected to appreciate at least 10% faster than other securities in its sector over the next
12-month period). Definitions of ratings terms also must be consistent with their plain meaning. Therefore, for
example, a “hold” rating should not mean or imply that an investor should sell a security.

(iv) the percentage of all securities that the member or member organization recommends an investor “buy,”
“hold,” or “sell.” Within each of the three categories, a member or member organization must also disclose
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the percentage of subject companies that are investment banking services clients of the member or member
organization within the previous twelve (12) months. (See Rule 472.70 for further information.)

(v) a chart that depicts the price of the subject company's stock over time and indicates points at which a
member or member organization assigned or changed a rating or price target. This provision would apply
only to securities that have been assigned a rating for at least one year, and need not extend more than three
years prior to the date of the research report. The information in the price chart must be current as of the end
of the most recent calendar quarter (or the second most recent calendar quarter if the publication date is less
than fifteen (15) calendar days after the most recent calendar quarter).

When a member or member organization distributes a research report covering six (6) or more subject
companies for purposes of the disclosures required in paragraph (k) of this Rule, such research report may
direct the reader in a clear and prominent manner as to where they may obtain applicable current disclosures
in written or electronic format.

.10 Definitions

(1) Communication - The term “Communication” is deemed to include, but is not limited to, advertisements,
market letters, research reports, sales literature, electronic communications, communications in and with the
press and wires and memoranda to branch offices or correspondent firms which are shown or distributed to
customers or the public.

(2) Research Report - “Research report” is generally defined as a written or electronic communication
which includes an analysis of equity securities of individual companies or industries, provides information
reasonably sufficient upon which to base an investment decision and includes a recommendation.

For purposes of approval by a supervisory analyst pursuant to Rule 472(a)(2), research report includes, but
is not limited to, reports which recommend equity securities, derivatives of such securities, including options,
debt and other types of fixed income securities, single stock futures products, and other investment vehicles
subject to market risk.

(3) Advertisement - “Advertisement” is defined to include, but is not limited to, any sales communications
that is published, or designed for use in any print, electronic or other public media such as newspapers,
periodicals, magazines, radio, television, telephone recording, web sites, motion pictures, audio or video
device, telecommunications device, billboards or signs.

(4) Market letters - “Market letters” are defined as, but are not limited to, any written comments on market
conditions, individual securities, or other investment vehicles. They also include “follow-ups” to research
reports and articles prepared by members or member organizations which appear in newspapers and
periodicals.

(5) Sales literature - “Sales literature” is defined as, but is not limited to, written or electronic communications
including, but not limited to, telemarketing scripts, performance reports or summaries, form letters, seminar
texts, and press releases discussing or promoting the products, services and facilities offered by a member or
member organization, the role of investment in an individual's overall financial plan, or other material calling
attention to any other communication.

.20 For purposes of this Rule, “investment banking services” includes, without limitation, acting as an
underwriter in an offering for the issuer; acting as a financial adviser in a merger or acquisition; providing
venture capital, equity lines of credit, PIPEs (private investment, public equity transaction), or similar
investments; or serving as placement agent for the issuer.

.30 For purposes of this Rule, the term “Investment Banking Department” means any department or division
of the member or member organization, whether or not identified as such, that performs any investment
banking services on behalf of the member or member organization.
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.40 For purposes of this Rule, the term “associated person” includes a member, allied member, or employee
of a member or member organization responsible for, and any person who reports directly or indirectly to
such associated person in connection with the making of the recommendation to purchase, sell or hold an
equity security in research reports, or public appearances or establish a rating or price target of a subject
company's equity securities. For purposes of this Rule, the term “household member” means any individual
whose principal residence is the same as the associated person's principal residence. Paragraphs (e)(1),
(2), (3); (4)(i), (ii), (iii), (iv) and (v); (k)(1)(i)b., (k)(1)(iii) apply to any account in which an associated person
has a financial interest, or over which the associated person exercises discretion or control, other than an
investment company registered under the Investment Company Act of 1940.

.50 For purposes of this Rule, the term “public appearance” includes, without limitation, participation in
a seminar, forum (including an interactive electronic forum), radio or television interview, or other public
appearance or public speaking activity in which an associated person makes a recommendation or offers an
opinion concerning an equity security.

.60 For purposes of this Rule, “subject company” is the company whose equity securities are the subject of
research reports.

.70 For purposes of Rule 472(k)(2)(iv), a member or member organization must determine, based on its own
ratings system, into which of the three categories each of their securities ratings utilized falls. This information
must be current as of the end of the most recent calendar quarter (or the second most recent calendar
quarter if the publication date is less than fifteen (15) calendar days after the most recent calendar quarter).
For example, a research report might disclose that the member or member organization has assigned a “buy”
rating to 58% of the securities that it follows, a “hold” rating to 15%, and a “sell” rating to 27%.

Rule 472(k)(2)(iv) requires members or member organizations to disclose the percentage of companies
that are investment banking services clients for each of the three ratings categories within the previous
twelve (12) months. For example, if 20 of the 25 companies to which a member or member organization has
assigned a “buy” rating are investment banking clients of the member or member organization, the member
or member organization would have to disclose that 80% of the companies that received a “buy” rating are its
investment banking clients. Such disclosure must be made for the “buy,” “hold” and “sell” ratings categories
as appropriate.

.80 For purposes of this Rule, the term “Legal or Compliance Department” also includes, but is not limited to,
any department of the member or member organization which performs a similar function.

.90 For purposes of Rule 472(a), a qualified person is one who has passed an examination acceptable to the
Exchange.

.100 For purposes of this Rule, the term “initial public offering” refers to the initial registered equity security
offering by an issuer, regardless of whether such issuer is subject to the reporting requirements of Section
13 or 15(d) of the Securities Exchange Act of 1934, prior to the time of the filing of such issuer's registration
statement.

.110 For purposes of this Rule, a secondary offering shall include a registered follow-on offering by an issuer
or a registered offering by persons other than the issuer involving the distribution of securities subject to
Regulation M of the Securities Exchange Act of 1934.

Reporting Requirements

Rule 351

(a) — (e) No change

(f) Each member and member organization that prepares, issues or distributes communications to the public,
(including but not limited to, research reports, media presentations and interviews), is required to submit to
the Exchange annually, a letter of attestation signed by a senior officer or partner that the member or member
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organization has established and implemented procedures reasonably designed to comply with the provisions
of Rule 472.

*****

.11 For purposes of Rule 351(f), the attestation must be submitted by April 1 of each year.

.12 The term “research report” is defined in Rule 472.10.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  SR-NYSE-2002-09, Securities Exchange Act Release No. 45908 (May 10, 2000).
2  SR-NYSE-2002-23
3  Rule 472 (b)(1) is effective July 9, 2002. Rule 472 (b)(2) and (3) are effective September 9, 2002.
4  Rule 472 (k)(1)(ii) is effective July 9, 2002.
5  Rule 472 (e)(3) is effective July 9, 2002.
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   New York Stock Exchange, Inc.
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New York, NY 10005

NYSE

Enforcement

ATTENTION: CHIEF EXECUTIVE OFFICER, GENERAL COUNSEL AND DIRECTOR OF COMPLIANCE

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: EXCHANGE RULE 351 - REPORTING REQUIREMENTS

The Securities Exchange Commission has recently approved *   an amendment to Exchange Rule 351
(“Reporting Requirements”).

Prior to its amendment, Exchange Rule 351 required members and member organizations to promptly report
(i.e., within 30 days) by filing a form RE-3 whenever a member, member organization, allied member or
registered or non-registered employee associated with such member or member organization is arrested,
arraigned, indicted, convicted of or pleads no contest to, any criminal offense (other than a minor traffic
violation).

The amendment narrows the scope of reportable criminal offenses to incidents which are more germane to
the conduct of a securities related business and will, therefore, minimize the number of less material filings
and maximize the efficient use of resources committed to fulfilling self-regulatory responsibilities at both the
Exchange and member organizations. Moreover, the rule amendment will capture the reporting of arrests for
which any subsequent conviction or plea of no contest or guilty, would subject the individual to a statutory
disqualification from securities industry employment or association under Section 3(a)(39)(f) and Section
15(b)(4) of the Securities Exchange Act of 1934 (the “Exchange Act”).

The amendment to Exchange Rule 351 can be found at the end of this memo.

DOCUMENTATION OF CRIMINAL RECORD REPORTINGS

Members and member organizations should carefully note the following and conform their practices
accordingly.

If a Form RE-3, including one reporting a criminal matter, is filed more than 30 days after the event which
gave rise to the reporting, the reporting is deemed untimely and the firm must explain the reason for the
untimely reporting.

Members and member organizations should be aware of the need to provide documentation for the nature
and status of each criminal event reported. When the firm clearly and fully describes the nature of the offense
on the Form RE-3 it is less likely the Exchange will need to obtain further documentation from the firm
regarding an arrest.

In addition to arrests, Exchange Rule 351 requires filing of a Form RE-3 upon the occurrence of other events
related to criminal matters. An RE-3 is required whenever an individual is arraigned, indicted or convicted of,
or pleads guilty or no contest to any felony or one of the misdemeanors listed in the rule. Accordingly, the

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

475

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P02-29%2909013e2c855b347a?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE351/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE351/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE351/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D3%28a%29%2839%29%28f%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D15%28b%29%284%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D15%28b%29%284%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE351/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE351/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


best practice is for the firm to obtain all relevant documents reflecting these events at the time of filing the
Form RE-3 and have them available for timely production to the Exchange.

The same criminal record reporting rules apply for a firm's independent contractors or temporary workers. If
such an individual is subject to statutory disqualification from securities industry employment or association,
a Form RE-3 must be filed and appropriate documentation produced to the Exchange. Firms should have
available copies of firm employment applications, or other documents reflecting the individual's background.
Firms must make clear to temporary workers and the employment agencies that provide the workers to the
firm, the rules concerning statutory disqualification and Exchange criminal record reporting as well as the
obligation to disclose criminal events to the firm.

REPORTING REQUIREMENTS

Undescore reflects additions

[Brackets] denote deletions

Rule 351(a)(1)- (4) no change

(a)(5) is arrested, arraigned, indicted or convicted of, or pleads guilty to, pleads no contest to [any criminal
offense (other than minor traffic violations)] any felony; or any misdemeanor that involves the purchase or
sale of any security, the taking of a false oath, the making of a false report, bribery, perjury, burglary, larceny,
theft, robbery, extortion, forgery, counterfeiting, fraudulent concealment, or misappropriation of funds, or
securities or a conspiracy to commit any of these offenses or substantially equivalent activity in a domestic,
military or foreign court.

(a)(6) - (10) no change

(b) no change

(c) no change

(d) no change

(e) no change

Any questions relating to this memorandum may be addressed to Connie Armocida at (212) 656-2321 or
Barry Hochhauser at (212) 656-2350

David P. Doherty

Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

*  See SR-NYSE-02-06, approved by SEA Release No. 34-45869 (May 3,2002).
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July 1, 2002

   New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

NYSE

Market Surveillance

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: EXECUTION REPORT DROP COPY AND ORDER TRACKING SYSTEM

Route To: Technology and Operations Officer, Floor Members, Heads of Equity Trading Desks,
Regulatory and Compliance Officers

Introduction

Background

The Exchange is proposing new provisions and procedures in its rules to require the recording of details
of orders in Exchange listed securities in electronic format by its members and member organizations. The
requirements of amended Rule 123 and new Rules 132 A, B and C will be integrated into existing Exchange
procedures and systems to create a complete systemic order audit trail from origination through execution,
modification or cancellation. These proposed Rules and amendments have been filed with the Securities and
Exchange Commission and published in the Federal Register.

The new rules require firms to send copies of execution reports to the Front-End System Capture (FESC)
database, and to record and retain required order details from inception at a member firm.

Intended audience

This bulletin is intended primarily for member firm technology and operations officers, floor members, heads
of equity trading desks, and regulatory and compliance officers.

Purpose

The purpose of this bulletin is:

1. To communicate the Exchange's plans to allow firms time to plan for and make the necessary changes to
their systems to comply with the Rule 123(f), which is currently targeted for six months after SEC approval.

2. To outline the Exchange's requirement to record and retain order information electronically under Rules
132A, B and C, which is currently targeted for 15 months after SEC approval.

Nature of Bulletin

This bulletin is not designed to be a detailed technical specification. The reader should view this material as a
preview of the direction the Exchange is taking to assist in your planning for these rules.
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Technical specifications for the FESC drop copy interface have been updated and include the format for
submission of new data required under Rule 123(f). These specifications are located at http://www.nyse.com/
techspecs.

Technical specifications for the Order Tracking System (OTS) will be published for actual system
development and connectivity requirements in the upcoming months.

The information contained within this document is believed to be an accurate view of our future direction
with respect to these specific programs, however, the details and schedules contained herein are subject to
change. Each firm should contact the Exchange prior to implementing any system changes in response to
this bulletin to verify they have the latest specifications and schedules.

Goals

There are three primary goals of the Front End System Capture (FESC) and OTS programs:

Enhance regulatory surveillance by creating a complete systemic order trail from origination of a customer
order through its execution, modification, or cancellation,

Provide the ability for Market Surveillance to link execution reports to the corresponding orders entered
pursuant to Rule 123(e), and

Ensure the record retention of order details recorded by a member.

Outline

This memo will outline the following components:

Addition of Rule 123(f)

Adoption of Rules 132 A, B, and C

Each of these components will be discussed briefly in the following sections.

Third Party Systems

This bulletin is intended to communicate the Rule change filings and the Exchange's system responses to
these rule changes and those areas that may require changes to a member firm's proprietary systems. In
the case where a member firm utilizes systems provided by a third party, it will be necessary for the firm to
forward any relevant details from this memorandum to the third party for implementation.

Addition of Rule 123(f)

Rule summary and filing status

The full-text of the rule has been published as File No. SR-NYSE-99-51 in the Federal Register (see Release
No. 34-45326, Volume 67, No. 20, January 30, 2002). In general, the new provisions of Rule 123 require that
execution reports must be entered into the Exchange's FESC database.

Mandatory execution details

Rule 123(f) specifies the following execution details that must be recorded and transmitted to the FESC
database:

1. Unique order identifier as used in Rule 123(e),

2. Symbol,

3. Number of shares,

4. Transaction price,
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5. Execution time,

6. Executing broker badge,

7. Contra-side broker badge,

8. Clearing firm identifier,

9. Contra-side clearing firm identifier,

10. Account type identifier,

11. Mnemonic assigned by the Exchange identifying the member or member organization recording the order
details on the floor as used in Rule 123(e),

12. Order entry date,

13. Indication as to whether this is a modification to a previously submitted execution report,

14. Settlement instructions (e.g., cash, next day, or seller's option),

15. Special trade indication, if applicable,

16. On-line comparison system (OCS) control number.

Member Firm Execution Drop Copy Interface

Member requirements for drop copy submission

To comply with the proposed rule change, any member firm that uses a proprietary system to record
the details of an order under Rule 123(e), must transmit copies of all required execution details and any
modifications to the execution details to the Exchange's FESC database.

A member who uses an Exchange system to comply with Rule 123(e), but uses a proprietary system to
transmit execution reports to the Online Comparison System (OCS), must ensure that all required execution
details and any modifications to the execution details have been entered into the FESC database.

A member who uses an Exchange system (e.g., BBSS) to submit execution reports to OCS is not required to
submit a separate drop copy to FESC.

Clearing Firms and Third Party Systems

Clearing firms or third party service providers who submit execution reports to OCS are still required to do
so. The member originally recording the order details is responsible for ensuring that all required execution
details have been entered into the FESC database.

Drop Copy Processing

The transmission of the execution details to the FESC database must be completed as soon as is practicable
after the receipt of the OCS acknowledgment, but no later than the published OCS closing time. The
member's system used to send the drop copy to the Exchange's FESC database must include the OCS
control number contained within the OCS acknowledgment.

Modifications to execution reports must also be submitted. An indicator for this purpose has been
incorporated as a required detail.

Execution report details sent to the Exchange's FESC database as “drop copies” will not be processed for
Online Comparison. These order details will be stored and used by surveillance to monitor compliance with
the rule and for execution details to be matched to their corresponding order.

Network interface and message format
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The Exchange has already provided an IP network interface via the NYSE Common Access Point TM network
for firms to connect to for transmissions under Rule 123(e). Member firms will be able to submit the execution
details to the Exchange's FESC database using this interface in the Financial Information Exchange (FIX)
format.

Addition of Rule 132 A, B and C

Rule summary and filing status

The full-text of the rule has been published as File number SR-NYSE-99-51 in the Federal Register. In
general, the new provisions to Rule 132 require members and member organizations to record and retain
a complete systemic audit trail of orders in NYSE-listed securities from the origination of a customer or
proprietary order through its execution or cancellation.

The new provisions are contained in Rule 132 A, B and C.

Rule 132 A

Time-stamps must include hours, minutes and seconds in 24-hour format and must have a granularity of one
second. All times recorded must be in Eastern Standard Time (or Eastern Daylight Time when in effect).

Time stamps and synchronization

The member's proprietary systems used to record the details of the orders to comply with the proposed
rule must be synchronized to a commonly used time standard, either the National Institute of Science and
Technology (NIST) or the United States Naval Observatory (USNO). The member must ensure that their
systems remain synchronized.

Rule 132 B

New Rule 132B prescribes requirements and procedures with respect to orders in any security listed on the
Exchange received or originated by a member. It requires a member to immediately record data elements as
detailed in the rule. If an order is transmitted to another member or is transmitted to another department of the
same member, or is modified or cancelled, information detailed in the Rule must be recorded. Additionally,
the recipient of the order must record the order details as provided in the rule.

Exceptions

Orders submitted to the Floor via an exchange or proprietary system that comply with existing Rule
123(e) are exempt from recording the order details from the point at which the order arrives on the floor.
The transmitting and receiving floor members, however, are required to record the unique Order ID, the
transmitting firm, and the recipient firm.

Specialists, RCMMs, and CTs

Specialists, Registered Competitive Market Makers and Competitive Traders, when acting in such capacities
are exempted from the provisions of Rule 132 A, B, and C.

Rule 132 C

Members must record and retain the order details as required by the Rule, and upon Exchange request,
submit such details to the Exchange.

Record Retention and Transmittal Upon Request
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Technical specifications on the form and manner of such submissions will be published in the coming months.

OTS Required Details

Introduction

The following details must be recorded and retained by member under the Rule.

Origination / Receipt from customer

The following fields are to be recorded when an order is received or originated.

1. Unique order identifier as used in Rule 123(e),

2. Symbol,

3. Mnemonic assigned by the Exchange identifying the member or member organization receiving the order,

4. Department or Branch number of a terminal where an order is received directly from a customer,

5. Department or Branch number if a member or member organization,

6. Quantity of shares,

7. Side of the order (Buy or Sell),

8. Short sale indicator,

9. Market, limit, stop, or stop limit designation,

10. Limit and/or stop price,

11. Order expiration date or time,

12. Time limit during which the order is in force (e.g., Day or GTC),

13. Request that an order not be displayed,

14. Special handling requests,

15. Date and time stamp,

16. Account type identifier.

Transmittal

The following fields are required to be recorded when an order is transmitted to another department within a
member organization, other than to the trading department:

1. Order ID of the original order,

2. Mnemonic assigned by the Exchange identifying the Member Organization,

3. Date of origination or original receipt,

4. Department Identifier of recipient,

5. Date and time stamp of receipt by Department.

To another member or member organization:

1. Whether order was transmitted manually or electronically,

2. Order ID of the original order,

3. Mnemonic assigned by the Exchange identifying the Sending Organization,

4. Mnemonic assigned by the Exchange identifying the Receiving Organization,
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5. Date of origination or original receipt,

6. Date and time stamp of transmittal,

7. Number of shares transmitted,

8. Bunched order route indicator, if applicable.

If transmitted to a non-member:

1. The fact that it was transmitted to a non-member,

2. Order ID of the original order,

3. Mnemonic assigned by the Exchange identifying the Sending Organization,

4. Date the order was originated or received,

5. Date and time stamp of transmittal,

6. Number of shares transmitted,

7. Bunched order route indicator, if applicable.

Receiving Member or Member Organization

A receiving member or member organization must capture and store:

1. Whether order was received manually or electronically,

2. Order ID of the original order,

3. Date of original order,

4. Mnemonic assigned by the Exchange identifying the Sending Organization,

5. Mnemonic assigned by the Exchange identifying the Receiving Organization,

6. Date and time stamp of receipt by member,

7. Number of shares transmitted,

8. Bunched order route indicator, if applicable.

Modifications

For modifications,

1. New Unique Order ID,

2. Order ID of the original order,

3. Date the initial order was originated or received,

4. Symbol,

5. Member or member organization receiving the order modification,

6. Department or Branch number of a terminal if a direct customer order,

7. Department or Branch number if a member or member organization,

8. Quantity of shares,

9. Side of the order

10. Short sale indicator,

11. Market, limit, stop, or stop limit designation,

12. Limit and/or stop price,
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13. Order expiration date or time,

14. Time limit during the order is in force (e.g Day or GTC),

15. Request that an order not be displayed,

16. Special handling requests,

17. Date and timestamp of the modification,

18. Account type identifier.

Cancellations

For cancellations,

1. Order ID of the original order,

2. Mnemonic assigned by the Exchange identifying the Member or member organization,

3. Date the order was originated or received,

4. Date and Timestamp of the cancellation,

5. If open balance is canceled after partial execution, the number of shares cancelled,

6. Whether the cancellation was on the instructions of a customer or of the member.

Contacts

NYSE Business Contacts

Business questions or comments regarding the technical implementation of amended Rule 123 or the
FESC program in general should be directed to David Bartges, Managing Director at 212-656-6834
(dbartges@nyse.com) or Bob Davy, Director at 212-656-2025 (bdavy@nyse.com). Business questions or
comments regarding the technical implementation of amended Rule 132 or the OTS program should be
directed to Rob Michelson, Director at 212-656-5452 (rmichelson@nyse.com).

NYSE Regulatory Contacts

Regulatory or compliance questions regarding the changes to Rule 123 and Rule 132 should be directed
to Brian McNamara, Vice President at 212-656-7086 (bmcnamara@nyse.com) or Don Siemer, Director at
212-656-6940 (dsiemer@nyse.com).

SIAC Technical Contacts

Specific technical questions regarding communications interfaces or message formats for Rule 123 or the
Common Access Point should be directed to Nevin Oliphant, SIAC, Managing Director at 212-383-3033
(noliphan@siac.com) or Jim Wieman, SIAC, Director at 212-383-7106 (jwieman@siac.com).

Regina C. Mysliwiec

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 02-27

Click to open document in a browser

July 1, 2002

   New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

NYSE

Market Surveillance

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW RULE 80A COLLARS AND RULE 80B CIRCUIT BREAKER LEVELS FOR THIRD
QUARTER 2002

EFFECTIVE JULY 1, 2002 through SEPTEMBER 30, 2002

• Rule 80A restrictions on index arbitrage trading in component stocks of the S&P 500 Stock Price Index sm *  

will be imposed when the Dow Jones Industrial Average sm **   (“DJIA”) is above or below its closing value on
the previous trading day by:

180 points or more

• Rule 80A restrictions will be removed when the DJIA is above or below its closing value on the previous
trading day by:

90 points or less

•Index arbitrage order entry restrictions will be re-imposed each time the DJIA advances or declines 180
points from the prior day's close.

• Rule 80B trading halts will be triggered when the DJIA declines below its closing value on the previous
trading day by:

950 points (Level 1)

1900 points (Level 2)

2850 points (Level 3)

(over)

Rule 80A

Whenever Rule 80A collars are in effect due to a decline in the DJIA, all index arbitrage orders to sell any
component stock of the S & P 500 Stock Price Index must be marked “sell plus”; and whenever the collars
are in effect due to an advance in the DJIA, all index arbitrage orders to buy must be marked “buy minus”.

Rule 80B

Whenever a Rule 80B circuit breaker is in effect, trading in all stocks on the Exchange will halt for the time
periods specified below.
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Level 1 Halt

a) before 2:00 p.m. - one hour;

b) at 2:00 p.m. or later but before 2:30 p.m. - 30 minutes;

c) at 2:30 p.m. or later - trading shall continue, unless there is a Level 2 Halt.

Level 2 Halt

a) before 1:00 p.m. - two hours;

b) at 1:00 p.m. or later but before 2:00 p.m. - one hour;

c) at 2:00 p.m. or later - trading shall halt and not resume for the remainder of the day.

Level 3 Halt

at any time - trading shall halt and not resume for the remainder of the day.

A complete discussion of the calculation of trigger values for Rule 80A and Rule 80B was published in
Information Memo No. 99-8, dated February 12, 1999 and Information Memo No. 98-15, dated April 13, 1998,
respectively.

Questions concerning these matters may be addressed to Brian McNamara at (212) 656-7086 or Donald
Siemer at (212) 656-6940.

Regina C. Mysliwiec

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

*  "Standard & Poor's 500 Stock Price Index" is a service mark of Standard & Poor's Corporation.
**  "Dow Jones Industrial Average" is a service mark of Dow Jones & Company, Inc.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 02-26

Click to open document in a browser

June 26, 2002

   New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005

NYSE

Member Firm Regulation

ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, RESEARCH, COMPLIANCE,
LEGAL, AND INVESTMENT BANKING DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: DISCLOSURE AND REPORTING REQUIREMENTS

On May 10, 2002, the Securities and Exchange Commission approved amendments to Exchange Rule 472

(“Communications with the Public”) and Rule 351 (“Reporting Requirements”) 1   (see attached Exhibit B).
The SEC also simultaneously approved new NASD Rule 2711 (“Research Analysts and Research Reports”).

The amendments place prohibitions and/or restrictions on Investment Banking Department, Research
Department and Subject Company relationships and communications and impose new disclosure
requirements on members and member organizations and their associated persons. The amendments are
intended to increase associated persons' (research analysts) independence from influences within their firms
and provide disclosure of conflicts of interests which might potentially bias such associated persons and the
research reports they produce.

This Information Memo includes a Joint Memorandum of NYSE and NASD (see attached Exhibit A) that
provides interpretive guidance for the new NYSE and NASD Rules as well as the implementation schedule for
the Rules (please see NYSE Information Memo No. 02-24, dated May 20, 2002, for additional information).

Questions regarding this Memo may be directed to William Jannace at (212) 656-2744 or Mary Anne Furlong
at (212) 656-4823.

Salvatore Pallante

Executive Vice President

Attachments

Exhibit A

JOINT MEMORANDUM OF NASD AND THE NEW YORK STOCK EXCHANGE

Discussion and Interpretation of Rules Governing Research Analysts and Research Reports
(NASD Rule 2711 and NYSE Rules 351 and 472)

Background

On May 10, 2002, the Securities and Exchange Commission (“SEC”) approved new NASD Rule 2711
(“Research Analysts and Research Reports”) and amendments to New York Stock Exchange (“NYSE”)
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Rules 351 (“Reporting Requirements”) and 472 (“Communications with the Public”) with respect to research
analysts and research reports (collectively, NASD Rule 2711 and the amendments to NYSE Rules 351 and
472 are referred to as the “SRO Rules”).

The SRO Rules implement reforms designed to increase analyst independence and to provide more
extensive disclosure of conflicts of interest in research reports and public appearances. Generally, the SRO
Rules restrict the relationship between research and investment banking departments; require disclosure
of financial interests in covered companies by the analyst and the firm; require disclosure of existing and
potential investment banking relationships with subject companies; impose quiet periods for the issuance
of research reports; restrict personal trading by analysts; and require disclosure of information that helps
investors track the correlation between an analyst's rating and the stock's price movements.

The SRO Rules are being phased in to give members time to adopt compliant systems and procedures.
Most provisions of the Rules will go into effect on July 9, 2002, with the following exceptions. The provisions
requiring disclosure of firm ownership of 1% or more of any class of common equity securities of the subject

company 1   and related written procedures 2   become effective November 6, 2002. The following rules and

their accompanying written procedures become effective on September 9, 2002: the gatekeeper functions; 3  

the required disclosure of ratings distribution; 4   and the price charts. 5   The NYSE had previously issued an
information memo outlining the implementation schedule (see NYSE Information Memo No. 02-24, dated May
20, 2002).

In its approval order, the SEC noted that NASD and the NYSE (collectively, the “SROs”) would provide
interpretive guidance on certain provisions of the SRO Rules. This Joint Memorandum provides that
guidance, and addresses certain other issues that NASD and NYSE members have raised since the SEC
approved the SRO Rules. This Joint Memorandum does not attempt to address every possible interpretive
question or factual scenario that might arise under the Rules. As with other SRO Rules, the NASD and NYSE
staffs will consider additional requests for interpretive guidance on a case-by-case basis.

For purposes of the NYSE Rules, the term “research analyst” as used in the Joint Memorandum refers to
any “associated person” as that term is defined in NYSE Rule 472.40. In addition, for purposes of the NYSE
Rules, the term “member” refers to both members and member organizations of the NYSE.

Definitions

The SRO Rules include a number of definitions that are important to their application. Certain of these
definitions are discussed in more detail below.

Investment Banking Services

The SRO Rules 6   define “investment banking services” to include, without limitation, acting as an underwriter
in an offering for the issuer; acting as a financial adviser in a merger or acquisition; providing venture capital,
equity lines of credit, PIPEs (private investment, public equity transactions) or similar investments; or
serving as placement agent for the issuer. The term also includes acting as a member of a selling group in a
securities underwriting.

Household Members

NASD Rule 2711(a)(3) defines the term “member of a research analyst's household,” and NYSE Rule 472.40
defines the term “household member,” to mean any individual whose principal residence is the same as the
research analyst's principal residence. These terms do not include, however, a roommate, apartment mate or
other unrelated person who shares the same residence as a research analyst if that person is not financially
dependent on the research analyst, or the research analyst is not financially dependent on that person.

Public Appearance
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“Public appearance” is defined in the SRO Rules 7   to mean any participation in a seminar, forum (including
an interactive electronic forum), radio or television interview, or other public speaking activity in which a
research analyst makes a recommendation or offers an opinion concerning an equity security. This term
includes a research analyst's participation in a conference call or Web cast that is open to the public in which
the analyst makes a recommendation or offers an opinion concerning an equity security.

Research Analyst and Associated Person

NASD Rule 2711(a)(5) defines “research analyst” to mean “the associated person who is principally
responsible for, and any associated person who reports directly or indirectly to such a research analyst in
connection with, preparation of the substance of a research report, whether or not any such person has
the job title of ‘research analyst.”’ NYSE Rule 472.40 defines “associated person” for purposes of its rule to
include “a member, allied member, or employee of a member or member organization responsible for, and
any person who reports directly or indirectly to such associated person in connection with the making of the
recommendation to purchase, sell or hold an equity security in research reports, or public appearances or
establish a rating or price target of a subject company's equity securities.”

These terms do not include every registered person who may express an opinion on an equity security. Thus,
for example, the terms exclude registered representatives who recommend securities to their customers, so
long as they do not prepare the substance of research reports and do not report to persons who do prepare
research reports. The terms also exclude investment advisers, such as mutual fund portfolio managers, who
are not principally responsible for preparing the substance of a research report, even if they are registered
persons of members.

Research Analyst Account

NASD Rule 2711(a)(6) defines “research analyst account” to mean any account in which a research analyst
or member of the research analyst's household has a financial interest or over which the analyst has
discretion or control. NYSE Rule 472 does not include a comparably defined term. However, NYSE Rule
472.40 generally applies the rule's personal trading restrictions and disclosure requirements to any account
over which an associated person has a financial interest, or over which the associated person exercises
discretion or control.

Under both NASD Rule 2711(a)(6) and NYSE Rule 472.40, if a research analyst manages the portfolio
investments of a registered investment company, the investment company is not a “research analyst
account” for purposes of NASD Rule 2711, and is not subject to the personal trading restrictions or disclosure
requirements of NYSE Rule 472.

Research Report

Under the SRO Rules, 8   the term “research report” has four components. A “research report” is (1) a written
or electronic communication, (2) that includes an analysis of equity securities of individual companies or
industries, (3) that provides information reasonably sufficient upon which to base an investment decision,
and (4) that includes a recommendation. Members should consider each communication in this context
in determining whether it is or is not a “research report.” The term “research report” includes any public
communication of a member that falls within the definition, regardless of the means of distribution or whether
the report of the member is distributed within or outside the United States.

Member communications that mention or discuss particular equity securities come in a variety of forms, and
it is not possible to provide a complete list of all types of communications that fall or do not fall within this
definition. The issue of whether a particular communication constitutes a “research report” for purposes of the
SRO Rules will turn on the individual facts and circumstances surrounding that communication. The SROs
generally would not consider the following communications to be “research reports”:
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* Reports discussing broad-based indices, such as the Russell 2000 or S&P 500 index, that do not
recommend or rate individual securities.

* Reports commenting on economic, political or market conditions that do not recommend or rate individual
securities.

* Technical analysis concerning the demand and supply for a sector, index or industry based on trading
volume and price.

* Statistical summaries of multiple companies' financial data (including listings of current ratings) that do not
include any narrative discussion or analysis of individual companies' data.

* Reports that recommend increasing or decreasing holdings in particular industries or sectors but that do not
contain recommendations or ratings for individual securities.

* Notices of ratings or price target changes that do not contain any narrative discussion or analysis of the
company, provided that the member simultaneously directs the readers of the notice as to where they may
obtain the most recent research report on the subject company that includes the disclosures required by the
SRO Rules. In no event should such a notice refer to a research report that contains materially misleading
disclosure, i.e., where disclosures are no longer applicable or new disclosures would pertain.

* An analysis prepared by a registered representative for a specific customer's account.

* Internal communications that are not given to customers.

For purposes of this definition, the term “equity security” has the same meaning as defined in Section 3(a)(11)

of the Securities Exchange Act of 1934 (the “Exchange Act”). 9 

Application of the SRO Rules to Third Party Research

The SROs have received a number of questions regarding whether the SRO Rules apply to research
distributed by a member that is produced by a third party. In general, the SRO Rules are intended to address
conflicts of interest that can arise when a member produces its own research. When a member distributes
research produced by an independent third party generated in accordance with a soft-dollar arrangement,
the member's disclosure requirements do not apply. If the independent third-party source of the research is
also an NASD or NYSE member, the third-party member firm must comply with the applicable SRO Rules'
provisions described below.

In some cases, a member may distribute research produced by a non-member affiliate, such as a foreign
broker/dealer or an investment adviser, or an independent third party other than through a soft-dollar
arrangement. The member must, however, accompany this research with the following disclosures, to the
extent applicable:

* the member's and its affiliates' ownership of the subject company's securities; 10 

* that the member or its affiliates managed or co-managed a public offering of the subject company's
securities in the past 12 months, received compensation for investment banking services from the subject
company in the past 12 months, or expects to receive or intends to seek compensation for investment

banking services from the subject company in the next three months; 11 

* that the member was making a market in the subject company's securities at the time the research report

was published; 12   and

* any other actual, material conflict of interest of the member known at the time of distribution of the research

report. 13 

Generally, a member will not be considered to have distributed independent third-party research to a
customer when the customer independently requests or accesses such research from the member or the
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member makes such research available to its customers through the member's or a third party's Web site and
customers select their own research.

Prohibition of Certain Forms of Analyst Compensation

The SRO Rules 14   expressly prohibit the payment of a “bonus, salary or other form of compensation
to a research analyst that is based upon a specific investment banking services transaction.” The SROs
have received questions as to the continuing validity of existing contractual arrangements that contain
compensation agreements contrary to these SRO Rule provisions.

The SROs are of the view that as of the effective date for that provision of the SRO Rules (July 9, 2002), any
contractual provision that provides for compensation based upon specific banking transactions that have
not yet closed is inconsistent with the SRO Rules. A member may not pay compensation based on specific
investment banking transactions that may have been entered into before the effective date but that will not
close until after the effective date. However, research analysts may be compensated, pursuant to contractual
agreements executed prior to July 9, 2002, for any investment banking transactions that have closed before
that date.

Prohibition of Promises of Favorable Research

The SRO Rules 15   prohibit members from directly or indirectly offering a company favorable research,
a specific rating or a specific price target, or threatening to change research, a rating or price target, as
consideration or inducement for the receipt of business or compensation. These provisions extend to the
research, ratings and price targets issued by an affiliate, since the rule prohibits indirect as well as direct
actions.

Nevertheless, these provisions are not intended to prevent a member's investment banking department from
obtaining a research analyst's view of a prospective client before committing to undertake an investment
banking transaction. They also do not prevent a member from agreeing to provide research as part of its
investment banking agreement with a subject company, so long as there is no promise of favorable research.

Quiet Periods

The SRO Rules 16   generally prohibit a member from publishing a research report on a company for which
the member has acted as manager or co-manager for 40 calendar days after an initial public offering and 10
calendar days after a secondary offering. The SRO Rules provide an exception for publication of research
concerning the effects of significant news or a significant event relating to the subject company during those
quiet periods. For purposes of these Rules “significant news or a significant event” refers to any news or
event that is expected to have a material impact on, or that is expected to cause a material change to, the
subject company's operations, earnings or financial condition. The SRO Rules also exempt research reports
issued pursuant to SEC Rule 139 for certain secondary offerings of “actively-traded” securities as defined in
Rule 101(c)(1) of Regulation M of the Exchange Act.

The SRO Rules impose the 40-day or 10-day quiet periods, as applicable, following the date of the offering.
Members have requested clarification of the definition of date of the offering. For NASD Rule 2711(f)(1) and
NYSE Rule 472(f)(1) (regarding IPOs), members should use the effective date of the registration statement
as the date of the offering. For some secondary offerings, particularly shelf-offerings, the effective date of
registration may not be meaningful for the purposes of the Rules. Accordingly, for NASD Rule 2711(f)(2) and
NYSE Rule 472(f)(2), the date of offering is the date on which the secondary shares are first offered to the
public.
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As noted above, the SRO Rules apply only to “equity security” offerings, as that term is defined in Section
3(a)(11) of the Exchange Act. This definition includes convertible debt offerings. The provisions do not apply
with respect to straight debt offerings.

The quiet period requirements only apply to IPOs and secondary offerings that occur on or after July 9, 2002.
Offerings that occur before July 9, 2002 are not subject to these provisions.

Personal Trading

The SRO Rules 17   impose a number of restrictions on the personal trading of securities in accounts in which
a research analyst or a member of his or her household has a financial interest or over which the analyst has
discretion or control. For purposes of both SROs' rules, these accounts are referred to herein as “research
analyst accounts.”

Prohibition of Purchasing or Receiving Pre-IPO Securities

The SRO Rules 18   prohibit a research analyst account from purchasing or receiving any securities before
the issuer's initial public offering if the issuer is principally engaged in the same types of business as
companies that the research analyst follows. This prohibition applies to shares of any private company that
engages in the same types of business that the analyst follows, regardless of whether the company ever goes
public.

The SRO Rules do not require a research analyst to divest pre-IPO shares of a company that the research
analyst already owned before the SRO Rules' effective date. However, research analysts in these situations
may not provide research on the company unless the analyst has divested all pre-IPO shares in the company.

The SROs have received questions on the meaning of the term “same types of business as companies that
the research analyst covers.” As a general matter, a member should assume that an issuer falls within this
category if the issuer would be assigned to the analyst if the member began covering the issuer. To the extent
that there are still questions, an acceptable approach would be to include all companies that are classified
as being in the same industry as the companies that the analyst covers by a nationally recognized system of
industry classification.

Blackout Periods

The SRO Rules 19   generally prohibit a research analyst account from purchasing or selling any security
issued by a company that the research analyst follows, or any option on or derivative of such security,
for a period beginning 30 calendar days before and ending 5 calendar days after the publication of a
research report concerning the company or a change in a rating or price target of the company's securities.
For purposes of this provision, the publication date of a research report is the date that a member first
disseminates the report.

Under the SRO Rules, 20   a member may permit a research analyst to issue a research report or change a
rating or price target for a subject company fewer than 30 days after a research analyst account has traded
the subject company's securities if the report or change is due to significant news or a significant event
concerning the subject company. The member's legal or compliance department must pre-approve the
research report or any change in the subject company's rating or price target.

Exceptions for Investment Funds

The SRO Rules 21   exclude investments in certain investment funds from the personal trading restrictions

in NASD Rule 2711(g)(1) through (g)(3) and NYSE Rule 472(e)(1) through (e)(3). The SRO Rules 22  
provide that the personal trading restrictions do not apply to investments in registered diversified investment
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companies as defined in Section 5(b)(1) of the Investment Company Act of 1940. 23   If a research analyst
invests in a registered investment company that is not diversified, the investment company must meet the
requirements of NASD Rule 2711(g)(5)(B) and NYSE Rule 472(e)(4)(v) in order to be excluded from the
personal trading restrictions.

The SRO Rules 24   also exclude any other investment fund over which neither the research analyst
nor household member has any investment discretion or control from the personal trading restrictions,
provided that the fund meets three criteria. First, the research analyst account(s) collectively owns interests
representing no more than 1% of the assets of the fund. Second, the fund invests no more than 20% of

its assets in the same types of business as companies that the research analyst follows. 25   Third, if the
investment fund distributes securities in kind to the research analyst or household member before the issuer's
IPO, the research analyst or household member must either divest those securities immediately or the
research analyst must refrain from participating in the preparation of research reports concerning that issuer.

Members have inquired whether holdings of investment funds that were purchased or received prior to July

9, 2002 are excluded from the trading restrictions in the SRO Rules. 26   In general, the SROs will not apply
the trading restrictions to these investments. However, if a research analyst or household member makes or
receives additional investments in those funds after July 9, 2002, all fund holdings would be subject to the

trading restrictions to the extent those funds do not meet the requirements of the SRO Rules. 27 

Members also have inquired as to when the 1% and 20% tests must be measured. In order to qualify for the

trading exceptions of the SRO Rules 28   an investment fund must meet the 1% and 20% tests each time a
research analyst makes or receives additional investments in the fund.

Disclosure Requirements

The SRO Rules impose a number of disclosure requirements on members and research analysts with respect
both to research reports and public appearances. Members are reminded that there may be additional
disclosures required by SEC Rule 10b-5 or other securities laws and rules. Certain of the SRO Rules'
disclosure requirements are discussed below.

Member Ownership of Subject Company Securities

The SRO Rules 29   require a member or research analyst to disclose in a research report and a public
appearance if, as of the end of the month preceding publication of a research report or a public appearance,
the “member or its affiliates” beneficially owned 1% or more of any class of common equity securities of the
subject company. Several members have requested guidance as to the scope of “affiliate” ownership in this
provision, including whether it encompasses mutual funds managed by an affiliated investment adviser,
ownership by member employees, and trust accounts managed by an affiliated bank. Members have further
inquired whether they may, or must, aggregate their affiliate positions for the purposes of the disclosure
requirement.

The SRO Rules refer to Section 13(d) of the Exchange Act for the standards to determine what constitutes
beneficial ownership. Thus, members must include the holdings of an affiliate or accounts managed by an
affiliate to the same extent those holdings are subject to the Section 13(d) reporting requirements. Members
should look to the SEC rules promulgated pursuant to Section 13(d) and relevant interpretations by the SEC
to determine which affiliate holdings must be included in calculating whether firm ownership meets the 1%
disclosure threshold. While firms must aggregate those affiliate positions that fall under the Section 13(d)
reporting requirements, firms may additionally show those positions disaggregated from the member's own
holdings.
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The SRO Rules 30   further require disclosure of “any other actual, material conflict of interest” of which
the analyst “knows or has reason to know” at the time of the research report or public appearance. Some
members have asked whether this requirement creates a duty of inquiry by the analyst to learn of confidential,
non-public information. The “knows or has reason to know” language is intended to require disclosure of
those material conflicts of interest of which the analyst has actual knowledge, as well as those conflicts that
should be reasonably discovered in the ordinary course of business. The provision does not impose a duty on
an analyst to inquire concerning confidential, non-public material information that is properly segregated by a
firm's informational barriers.

Member Receipt of Compensation from Subject Company

The SRO Rules 31   require a member to disclose in research reports if the member or its affiliates: (a)
managed or co-managed a public offering of the subject company's securities in the past 12 months; (b)
received compensation for investment banking services from the subject company in the past 12 months;
or (c) expects to receive or intends to seek compensation for investment banking services from the subject
company in the next 3 months. The Rules do not define the term “affiliate” for purposes of this provision.

The SROs deem that the term “affiliate” includes any company that controls, is controlled by, or is under
common control with, the member. “Affiliate” does not include individuals employed by the member or an
affiliate. “Control” means the power to direct, or cause the direction of, the management or policies of a

company, whether through ownership of securities, by contract or otherwise. 32 

Meaning of Ratings

The SRO Rules 33   require a member to define in its research reports the meaning of each rating used by the
member in its ratings system. For example, a member might disclose that a “strong buy” rating means that
the rated security's price is expected to appreciate at least 10% faster than other securities in its sector over

the next 12-month period. 34   The definition of each rating must be consistent with its plain meaning. Thus,
for example, a “hold” rating should not mean or imply that an investor should sell a security.

In some cases, a member may employ multiple ratings systems based upon the investor's time horizon. For
example, the member may present ratings for “long,” “intermediate” and “short” term investors. In such cases,
the member is required to disclose the meanings of the ratings used in each of the ratings systems.

Distribution of Ratings

The SRO Rules 35   require a member to disclose in each research report the percentage of all securities
rated by the member to which the member has assigned a “buy,” “hold/neutral” or “sell” rating. For example,
a research report might disclose that the member has assigned a “buy” rating to 58% of the securities that it

follows, a “hold/neutral” rating to 15%, and a “sell” rating to 27%. The SRO Rules 36   require this information
to be current as of the end of the most recent calendar quarter. If the publication date of the research report
is fewer than 15 calendar days after the end of the most recent calendar quarter, the information must be
current as of the second most recent calendar quarter end. If a firm does not employ a rating system that
uses the terms “buy,” “hold/neutral” and “sell,” a member must determine, based on its own ratings system,
into which of the three categories its ratings fall.

When a member employs multiple ratings systems based on the investor's time horizon, the member is
required to disclose the distributions of the ratings used in each of the ratings systems. As discussed above,
the distribution need only reflect ratings of equity securities as defined by Section 3(a)(11) of the Exchange
Act.

The SRO Rules 37   require a member to disclose in each research report the percentage of subject
companies within each of the three categories (buy, hold/neutral, sell) for which the member has provided
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investment banking services within the last 12 months. For example, if 20 of the 25 companies to which the
member has assigned a “buy” rating are investment banking clients of the member, the member would have
to disclose that 80% of the companies that received a “buy” rating are its investment banking clients.

Price Chart

The SRO Rules 38   require members to include with any research report in which the member has assigned
a rating for at least one year a graph that indicates the correlation between the price movement of the subject
security and the ratings and price targets assigned by the member. The line graph must cover the period
for which a member has assigned a rating or three years, whichever is shorter. This requirement has raised
several questions.

First, members have inquired whether a table may be substituted for the chart when the research report is
delivered through a technology that will not allow transmission of graphic illustrations. A member may use
a table in such circumstances, provided that the table provides all the required data and is presented in an
easily readable format. If a table is used rather than a chart, the table is only required to provide the stock
closing prices for the days on which the member assigned or changed a rating or price target. However,
members may not opt to use a table format if technology is reasonably available to transmit the information as
a chart.

Second, members have asked for guidance to comply with the price chart provision when the member
employs multiple ratings systems depending on the investor's time horizon (e.g., short, intermediate and
long-term). In such cases, the price chart must show the ratings and price targets assigned to the subject
company's stock for each ratings system.

Third, members have asked whether the SRO Rules permit inclusion of a benchmark performance, such as
the S&P 500 Index, in the price chart. Members may include such benchmarks at their discretion, so long
as the information required by the rule is prominent and clearly depicted on the chart. If a member uses a
benchmark in a research report's price chart, the member should use the same benchmark in the price charts
for all research reports of subject companies within the same industry or peer group.

Fourth, members have inquired whether they must include information about ratings and price targets
assigned before the SRO Rules become effective. Members must include that information on price charts for
any security that has been assigned a rating for at least a year before a research report is issued. Members
have also asked whether the SROs might exempt firms that do not have the historical information readily
available in electronic databases that go back as many as three years from the effective date. The price
chart provision does not take effect until September 9, 2002. This date provides adequate time to compile the
necessary information, particularly given the fact that existing NASD Rule 2210(b)(2) and NYSE Rule 472(d)
(formerly Rule 472(c)) already require firms to maintain a file of all sales literature, including research reports,
for three years.

Fifth, members have sought guidance on their obligations when coverage of a security is transferred from one
analyst to another, i.e., whether the chart should reflect only the recommendations and price targets of the
analyst to whom the security is currently assigned, or whether it should reflect data from all analysts during
the period covered by the chart. The price chart is intended to depict the recommendations of the member,
not the individual analyst. Consequently, the price chart must reflect all ratings and price targets during the
specified period, irrespective of the analyst. The SROs would not object, however, if members chose to
include additional information on the price chart that indicates when coverage shifted to a new analyst.

Sixth, some members have asked how “breaks” in coverage affect the obligation to include historical data
for securities that have been assigned a rating for at least one year. Breaks in coverage would not restart
the clock to determine the one-year coverage period. Moreover, the SROs expect members to indicate the
breaks in coverage on the price charts.

Price Targets
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The SRO Rules 39   require a member to disclose in research reports the valuation methods used to
determine a price target. Price targets must have a reasonable basis and must be accompanied by disclosure
concerning the risks that may impede achievement of a price target. This provision however does not require
a member to include a price target in a research report.

Prominence of Disclosure

The disclosures required by the SRO Rules must appear on the front page of the research report or the front
page must refer to the page on which disclosures are found. Disclosures and references to disclosures must
be clear, comprehensive and prominent.

Electronic research reports may utilize hyperlinks to this disclosure, provided that the first screen that the
investor sees clearly and prominently labels the hyperlinks to the required disclosures. When hyperlinks are
not possible (such as a report in PDF format), members should follow the requirements for paper reports.
Thus, for example, the first printed page of a PDF document must either have the disclosures or refer the
reader to the pages where the disclosures appear.

Compendium Reports

If a member distributes a research report covering six or more subject companies, the member is not
obligated to include the disclosures required by the SRO Rules, provided that the report directs readers in a
clear manner as to where they may obtain applicable current disclosures for all covered companies in written
or electronic format. In this regard, a compendium report must provide a toll-free number to call or a postal
address to write for the required disclosures. Electronic compendium research reports may instead include a
hyperlink to the required disclosures. Paper research reports may also include a web address of the member
where the disclosures are located.

While members are not obligated to include these disclosures in a compendium report so long as the report
directs readers to where they may obtain the applicable current disclosures, members are encouraged to
disclose in the compendium report the distribution of the member's ratings as required by NASD Rule 2711(h)
(5) and NYSE Rule 472(k)(2)(iv). Because this disclosure is not unique to a particular subject company, this
disclosure will be the same regardless of the number of subject companies covered in a compendium report.

Public Appearances

The SRO Rules require an analyst to disclose the following when making a recommendation during a public
appearance: any financial interest held by the analyst or his or her household members; whether the firm
and its affiliates, as of the end of the preceding month, held at least a 1% ownership interest in any class of
common equity shares of the subject company; any other material conflict of interest of the analyst or firm of
which the analyst knows or has reason to know; and whether the subject company is a client of the member
or its affiliates. The term “public appearance” is defined and discussed above.

The SROs have received a number of questions regarding these provisions. First, some members asked
whether the rule applies to analysts who make public appearances outside of the United States. The SRO
Rules apply to any public appearance by a person who meets the definition of research analyst. They do not
apply to employees of non-members unless they also are employees of the member.

Second, the SRO Rules 40   require a research analyst to disclose in public appearances if the analyst
knows or has reason to know that the subject company is an investment banking client of the firm. As used
herein, the term “client” is intended to include those clients from whom the member received revenues
from investment banking services within the last 12 months, or for whom the member expects to provide
investment banking services in the next three months, as disclosed in the most recent research report.

Third, several members have inquired whether the public appearance disclosures must be made during
an extemporaneous radio or television interview when the research analyst does not possess the required
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disclosure information. If an analyst cannot make all of the required disclosures during a public appearance
then the analyst must decline to make a recommendation or offer an opinion. A related question is whether
a research analyst has complied with the Rules if he or she makes all of the required disclosures during an
interview, but the media outlet edits out the disclosures when all or part of the appearance is broadcast. The
SROs cannot control the editorial decisions of the media. An analyst will not violate the Rules if he or she
makes all of the mandated disclosures with a good faith belief, based on discussions with the media outlet,
that those disclosures will be included whenever the appearance is broadcast or rebroadcast. However,
when an analyst or a member is aware that a particular media outlet has previously edited out the required
disclosures, the SROs expect that an analyst will decline subsequent appearances, absent assurances that
the disclosures will not be edited out.

Fourth, members have asked whether the required disclosures may appear in a graphics box or a “scroll”
across the screen in lieu of oral disclosures during a television or other video appearance. Such disclosure
would satisfy the Rules, provided the graphic includes all of the required information presented in a prominent
and readable format during the time of the appearance.

Finally, members have asked for guidance about the types of records that they should maintain to
demonstrate compliance with the public appearance provisions of the Rules. Members must maintain records
of appearances on television, radio or the Internet that are sufficient to record the statements made by a
research analyst. These records may include a transcript or an audio or video tape of such an appearance.

Exhibit B

Rule 472 Communications with the Public

Approval of Communications and Research Reports

(a)(1) Each advertisement, market letter, sales literature or other similar type of communication which is
generally distributed or made available by a member or member organization to customers or the public must
be approved in advance by a member, allied member, supervisory analyst, or qualified person designated
under the provisions of Rule 342(b)(1).

(2) Research reports must be prepared or approved, in advance, by a supervisory analyst acceptable to
the Exchange under the provisions of Rule 344. Where a supervisory analyst does not have technical
expertise in a particular product area, the basic analysis contained in such report may be co-approved by a
product specialist designated by the organization. In the event that the member organization has no principal
or employee qualified with the Exchange to approve such material, it must be approved by a qualified
supervisory analyst in another member organization by arrangement between the two member organizations.

Investment Banking, Research Department and Subject Company Relationships and
Communications

(b)(1) Research Department personnel or any associated person(s) engaged in the preparation of research
reports may not be subject to the supervision or control of the Investment Banking Department of the member
or member organization. Research reports may not be subject to review or approval prior to distribution by the
Investment Banking Department.

(2) Investment Banking personnel may check research reports prior to distribution only to verify the accuracy
of information and to identify or to review for any potential conflicts of interest that may exist, provided that:

(i) any such written communication concerning the accuracy of research reports between the Investment
Banking and Research Departments must be made either through the Legal or Compliance Department or in
a transmission copied to Legal or Compliance; and

(ii) any such oral communication concerning the accuracy of research reports between the Investment
Banking and Research Departments must be documented and made either with Legal or Compliance
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personnel acting as intermediary or in a conversation conducted in the presence of Legal or Compliance
personnel.

(3) A member or member organization may not submit a research report to the subject company prior to
distribution, except for the review of sections of a draft of the research report solely to verify facts. Members
and member organizations may not, under any circumstances, provide the subject company sections of
research reports that include the research summary, the research rating or the price target.

(i) Prior to submitting any sections of the research report to the subject company, the Research Department
must provide a complete draft of the research report to the Legal or Compliance Department.

(ii) If after submission to the subject company, the Research Department intends to change the proposed
rating or price target, the Research Department must provide written justification to, and receive prior
written authorization from, the Legal or Compliance Department for any change. The Legal or Compliance
Department must retain copies of any drafts and changes thereto of the research reports provided to the
subject company.

(iii) The member or member organization may not notify a subject company that a rating will be changed
until after the close of trading in the principal market of the subject company one business day prior to the
announcement of the change.

Written Procedures

(c) Each member and member organization must establish written procedures reasonably designed to ensure
that members, member organizations and their associated persons are in compliance with this Rule (see Rule
351(f) for attestations to the Exchange regarding compliance).

Retention of Communications

(d) Communications with the public prepared or issued by a member or member organization must be
retained in accordance with Rule 440 (“Books and Records”). The names of the persons who prepared and
who reviewed and approved the material must be ascertainable from the retained records and the records
retained must be readily available to the Exchange, upon request.

Restrictions on Trading Securities by Associated Persons

(e)(1) No associated person or member of the associated person's household may purchase or receive an
issuer's securities prior to its initial public offering (e.g., so-called pre-IPO shares), if the issuer is principally
engaged in the same types of business as companies (or in the same industry classification) which the
associated person usually covers in research reports.

(2) No associated person or member of the associated person's household may trade in any recommended
subject company's securities or derivatives of such securities for a period of thirty (30) calendar days prior
to and five (5) calendar days after the member's or member organization's issuance of research reports
concerning such security or a change in rating or price target of a subject company's securities.

(3) No associated person or member of the associated person's household may effect trades contrary to the
member's or member organization's most current recommendations (i.e., sell securities while maintaining
a “buy” or “hold” recommendation, buy securities while maintaining a “sell” recommendation, or effecting a
“short sale” in a security while maintaining a “buy” or “hold” recommendation on such security).

(4) The following are exceptions to the prohibitions contained in paragraphs (1), (2), and (3):

(i) transactions by associated persons and household members that have been pre-approved in writing by the
Legal or Compliance Department that are made due to an unanticipated significant change in their personal
financial circumstances;
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(ii) a member or member organization may permit the issuance of research reports or permit a change to the
rating or price target on a subject company, regardless of whether an associated person and/or household
members traded the subject company's securities or derivatives of such securities, within the thirty (30)
calendar day period described in paragraph (e)(2), when the issuance of such research reports, or change in
such rating or price target is attributable to some significant news or events regarding the subject company,
provided that the issuance of such research reports, or change in rating or price target on such subject
company has been pre-approved in writing by the Legal or Compliance Department;

(iii) sale transactions by an associated person and/or household member who is new to the member or
member organization within thirty (30) calendar days of such associated person's employment with the
member or member organization when such associated person and/or household member had previously
purchased such security or derivatives of such security prior to the associated person's employment with the
member or member organization;

(iv) sale transactions by an associated person and/or household member within thirty (30) calendar days from
the date of the member's or member organization's issuance of research reports or changes to the rating or
price target on a subject company when such associated person and/or household member had previously
purchased the subject company's securities or derivatives of such securities prior to initiation of coverage of
the subject company by the associated person;

(v) transactions in accounts not controlled by the associated person and for investment funds in which an
associated person or household member participates as a passive investor, provided the interest of the
associated person or household member in the assets of the fund does not exceed 1% of the fund's assets,
and the fund does not invest more than 20% of its assets in securities of issuers principally engaged in the
same types of business as companies (or in the same industry classification) which the associated person
usually covers in research reports. If an investment fund distributes securities in kind to an associated person
before the issuer's initial public offering, the associated person must either divest those securities immediately
or refrain from participating in the preparation of research reports concerning that issuer;

(vi) transactions in a registered diversified investment company as defined under Section 5(b)(1) of the
Investment Company Act of 1940.

Restrictions on Member's or Member Organization's Issuance of Research Reports

(f)(1) A member or member organization may not issue research reports regarding an issuer for which the
member or member organization acted as manager or co-manager of an initial public offering within forty (40)
calendar days following the effective date of the offering.

(2) A member or member organization may not issue research reports regarding an issuer for which the
member or member organization acted as manager or co-manager of a secondary offering within ten (10)
calendar days following the effective date of the offering. This prohibition shall not apply to research reports
issued under Securities Act Rule 139 regarding issuers whose securities are actively traded, as defined in
Securities Exchange Act Rule 101(c)(1) of Regulation M.

(3) A member or member organization may permit exceptions to the prohibitions in paragraphs (f)(1) and
(2) (consistent with other securities laws and rules) for research reports that are issued due to significant
news or events, provided that such research reports are pre-approved in writing by the Legal or Compliance
Department.

Prohibition of Offering Favorable Research for Business

(g) No member or member organization may directly or indirectly offer a favorable research rating or specific
price target, or offer to change a rating or price target, to a subject company as consideration or inducement
for the receipt of business or for compensation.
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Restrictions on Compensation to Associated Persons

(h) No member or member organization may compensate an associated person(s) for specific investment
banking services transactions. An associated person may not receive an incentive or bonus that is based
on a specific investment banking services transaction. However, a member or member organization is
not prohibited from compensating an associated person based upon such person's overall performance,
including services provided to the Investment Banking Department (see Rule 472(k)(2) for disclosure of such
compensation).

General Standards for All Communications

(Formerly positioned at Supplementary Material .30)

(i) No change

Specific Standards for Communications

(Formerly positioned at Supplementary Material .40)

(j) No change (except for deletion of .40(2))

Disclosure

(k)(1) Disclosures Required in Research Reports and Public Appearances

Disclosure of Member's, Member Organization's and Associated Person's Ownership of
Securities

(i) A member or member organization must disclose in research reports and an associated person must
disclose in public appearances:

a. if, as of the last day of the month before the publication or appearance (or the end of the second most
recent month if the publication or appearance is less than ten (10) calendar days after the end of the most
recent month), the member or member organization or its affiliates beneficially own 1% or more of any class
of common equity securities of the subject company. The member or member organization must make the
required beneficial ownership computation no later than ten (10) calendar days after the end of the prior
month. Computation of beneficial ownership of securities must be based upon the same standards used
to compute ownership for purposes of the reporting requirements under Section 13(d) of the Securities
Exchange Act of 1934,

b. if the associated person or a household member has a financial interest in the securities of the subject
company, or

c. any other actual, material conflict of interest of the member or member organization, which the associated
person knows, or has reason to know, at the time the research report is issued or at the time the public
appearance is made.

Member Organization Compensation

(ii) A member or member organization must disclose in research reports if the member or member
organization or its affiliates: a) has managed or co-managed a public offering of equity securities for the
subject company in the past twelve (12) months; b) has received compensation for investment banking
services from the subject company in the past twelve (12) months; or c) expects to receive or intends to seek
compensation for investment banking services from the subject company in the next three (3) months.

When an associated person recommends securities in a public appearance, the associated person
must disclose if the subject company is an investment banking services client of the member, member
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organization, or one of its affiliates, when the associated person knows or has reason to know of this
relationship.

Disclosure of Associated Person's Affiliations with Subject Company

(iii) A member or member organization must disclose in research reports, and an associated person must
disclose in public appearances, whether the associated person or member of the associated person's
household is an officer, director or advisory board member of the recommended issuer.

(k)(2) Disclosures Specific to Research Reports

The front page of a research report either must include the disclosures required under this Rule or must refer
the reader to the page(s) on which each such disclosure is found. Disclosures, and references to disclosures,
must be clear, comprehensive and prominent.

A member or member organization must disclose in research reports if the associated person preparing
such reports received compensation that is based upon (among other factors) the member's or member
organization's overall investment banking revenues.

A member or member organization must disclose in research reports that recommend securities:

(i) if it is making a market in the subject company's securities at the time the research report is issued.

(ii) the valuation methods used, and any price objectives must have a reasonable basis and include a
discussion of risks.

(iii) the meanings of all ratings used by the member or member organization in its ratings system. (For
example, a member or member organization might disclose that a “strong buy” rating means that the rated
security's price is expected to appreciate at least 10% faster than other securities in its sector over the next
12-month period). Definitions of ratings terms also must be consistent with their plain meaning. Therefore, for
example, a “hold” rating should not mean or imply that an investor should sell a security.

(iv) the percentage of all securities that the member or member organization recommends an investor “buy,”
“hold,” or “sell.” Within each of the three categories, a member or member organization must also disclose
the percentage of subject companies that are investment banking services clients of the member or member
organization within the previous twelve (12) months. (See Rule 472.70 for further information.)

(v) a chart that depicts the price of the subject company's stock over time and indicates points at which a
member or member organization assigned or changed a rating or price target. This provision would apply
only to securities that have been assigned a rating for at least one year, and need not extend more than three
years prior to the date of the research report. The information in the price chart must be current as of the end
of the most recent calendar quarter (or the second most recent calendar quarter if the publication date is less
than fifteen (15) calendar days after the most recent calendar quarter).

When a member or member organization distributes a research report covering six (6) or more subject
companies for purposes of the disclosures required in paragraph (k) of this Rule, such research report may
direct the reader in a clear and prominent manner as to where they may obtain applicable current disclosures
in written or electronic format.

.10 Definitions

(1) Communication - The term “Communication” is deemed to include, but is not limited to, advertisements,
market letters, research reports, sales literature, electronic communications, communications in and with the
press and wires and memoranda to branch offices or correspondent firms which are shown or distributed to
customers or the public.
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(2) Research Report - “Research report” is generally defined as a written or electronic communication
which includes an analysis of equity securities of individual companies or industries, provides information
reasonably sufficient upon which to base an investment decision and includes a recommendation.

For purposes of approval by a supervisory analyst pursuant to Rule 472(a)(2), research report includes, but
is not limited to, reports which recommend equity securities, derivatives of such securities, including options,
debt and other types of fixed income securities, single stock futures products, and other investment vehicles
subject to market risk.

(3) Advertisement - “Advertisement” is defined to include, but is not limited to, any sales communications
that is published, or designed for use in any print, electronic or other public media such as newspapers,
periodicals, magazines, radio, television, telephone recording, web sites, motion pictures, audio or video
device, telecommunications device, billboards or signs.

(4) Market letters - “Market letters” are defined as, but are not limited to, any written comments on market
conditions, individual securities, or other investment vehicles. They also include “follow-ups” to research
reports and articles prepared by members or member organizations which appear in newspapers and
periodicals.

(5) Sales literature - “Sales literature” is defined as, but is not limited to, written or electronic communications
including, but not limited to, telemarketing scripts, performance reports or summaries, form letters, seminar
texts, and press releases discussing or promoting the products, services and facilities offered by a member or
member organization, the role of investment in an individual's overall financial plan, or other material calling
attention to any other communication.

.20 For purposes of this Rule, “investment banking services” includes, without limitation, acting as an
underwriter in an offering for the issuer; acting as a financial adviser in a merger or acquisition; providing
venture capital, equity lines of credit, PIPEs (private investment, public equity transaction), or similar
investments; or serving as placement agent for the issuer.

.30 For purposes of this Rule, the term “Investment Banking Department” means any department or division
of the member or member organization, whether or not identified as such, that performs any investment
banking services on behalf of the member or member organization.

.40 For purposes of this Rule, the term “associated person” includes a member, allied member, or employee
of a member or member organization responsible for, and any person who reports directly or indirectly to
such associated person in connection with the making of the recommendation to purchase, sell or hold an
equity security in research reports, or public appearances or establish a rating or price target of a subject
company's equity securities. For purposes of this Rule, the term “household member” means any individual
whose principal residence is the same as the associated person's principal residence. Paragraphs (e)(1),
(2), (3); (4)(i), (ii), (iii), (iv) and (v); (k)(1)(i)b., (k)(1)(iii) apply to any account in which an associated person
has a financial interest, or over which the associated person exercises discretion or control, other than an
investment company registered under the Investment Company Act of 1940.

.50 For purposes of this Rule, the term “public appearance” includes, without limitation, participation in
a seminar, forum (including an interactive electronic forum), radio or television interview, or other public
appearance or public speaking activity in which an associated person makes a recommendation or offers an
opinion concerning an equity security.

.60 For purposes of this Rule, “subject company” is the company whose equity securities are the subject of
research reports.

.70 For purposes of Rule 472(k)(2)(iv), a member or member organization must determine, based on its own
ratings system, into which of the three categories each of their securities ratings utilized falls. This information
must be current as of the end of the most recent calendar quarter (or the second most recent calendar
quarter if the publication date is less than fifteen (15) calendar days after the most recent calendar quarter).
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For example, a research report might disclose that the member or member organization has assigned a “buy”
rating to 58% of the securities that it follows, a “hold” rating to 15%, and a “sell” rating to 27%.

Rule 472(k)(2)(iv) requires members or member organizations to disclose the percentage of companies
that are investment banking services clients for each of the three ratings categories within the previous
twelve (12) months. For example, if 20 of the 25 companies to which a member or member organization has
assigned a “buy” rating are investment banking clients of the member or member organization, the member
or member organization would have to disclose that 80% of the companies that received a “buy” rating are its
investment banking clients. Such disclosure must be made for the “buy,” “hold” and “sell” ratings categories
as appropriate.

.80 For purposes of this Rule, the term “Legal or Compliance Department” also includes, but is not limited to,
any department of the member or member organization which performs a similar function.

.90 For purposes of Rule 472(a), a qualified person is one who has passed an examination acceptable to the
Exchange.

.100 For purposes of this Rule, the term “initial public offering” refers to the initial registered equity security
offering by an issuer, regardless of whether such issuer is subject to the reporting requirements of Section
13 or 15(d) of the Securities Exchange Act of 1934, prior to the time of the filing of such issuer's registration
statement.

.110 For purposes of this Rule, a secondary offering shall include a registered follow-on offering by an issuer
or a registered offering by persons other than the issuer involving the distribution of securities subject to
Regulation M of the Securities Exchange Act of 1934.

Reporting Requirements Rule 351

(a) — (e) No change

(f) Each member and member organization that prepares, issues or distributes communications to the public,
(including but not limited to, research reports, media presentations and interviews), is required to submit to
the Exchange annually, a letter of attestation signed by a senior officer or partner that the member or member
organization has established and implemented procedures reasonably designed to comply with the provisions
of Rule 472.

* * * *

.11 For purposes of Rule 351(f), the attestation must be submitted by April 1 of each year.

.12 The term “research report” is defined in Rule 472.10.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  SR-NYSE-2002-09, Securities Exchange Act Release No. 45908 (May 10, 2000).
1  NASD Rule 2711(h)(1)(B) and NYSE Rule 472(k)(1)(i)a.
2  NASD Rule 2711(i) and NYSE Rule 472(c).
3  NASD Rule 2711(b)(2) and (3), NASD Rule 2711(c)(1) and (2) and NYSE Rule 472(b)(2) and (3).
4  NASD Rule 2711(h)(5) and NYSE Rule 472(k)(2)(iv).
5  NASD Rule 2711(h)(6) and NYSE Rule 472(k)(2)(v).
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6  NASD Rule 2711(a)(2) and NYSE Rule 472.20.
7  NASD Rule 2711(a)(4) and NYSE Rule 472.50.
8  NASD Rule 2711(a)(8) and NYSE Rule 472.10(2).
9  See 15 U.S.C. 78c(a)(11).

10  NASD Rule 2711(h)(1)(B) and NYSE Rule 472(k)(1)(i)a.
11  NASD Rule 2711(h)(2)(A)(ii) and NYSE Rule 472(k)(1)(ii).
12  NASD Rule 2711(h)(8) and NYSE Rule 472(k)(2)(i).
13  NASD Rule 2711(h)(1)(C) and NYSE Rule 472(k)(1)(i)c as they pertain solely to the member.
14  NASD Rule 2711(d) and NYSE Rule 472(h).
15  NASD Rule 2711(e) and NYSE Rule 472(g).
16  NASD Rule 2711(f) and NYSE Rule 472(f)(1) and (2).
17  NASD Rule 2711(g) and NYSE Rule 472(e).
18  NASD Rule 2711(g)(1) and NYSE Rule 472(e)(1).
19  NASD Rule 2711(g)(2) and NYSE Rule 472(e)(2).
20  NASD Rule 2711(g)(2)(B) and NYSE Rule 472(e)(4)(ii).
21  NASD Rule 2711(g)(5) and NYSE Rules 472(e)(4)(v) and (vi).
22  NASD Rule 2711(g)(5)(A) and NYSE Rule 472(e)(4)(vi).
23  15 U.S.C. 80a-5(b)(1).
24  NASD Rule 2711(g)(5)(B) and NYSE Rule 472(e)(4)(v).
25  The phrase "same types of business as companies that the research analyst follows" has the same

meaning as under the restrictions on purchasing and receiving pre-IPO securities. See discussion of
NASD Rule 2711(g)(1) and NYSE Rule 472(e)(1).

26  NASD Rule 2711(g)(1), (2) and (3) and NYSE Rule 472(e)(1), (2) and (3).
27  NASD Rule 2711(g)(5)(B) and NYSE Rule 472(e)(4)(v).
28  NASD Rule 2711(g)(5)(B) and NYSE Rule 472(e)(4)(v).
29  NASD Rule 2711(h)(1)(B) and NYSE Rule 472(k)(1)(i)a.
30  NASD Rule 2711(h)(1)(C) and NYSE Rule 472(k)(1)(i)c.
31  NASD Rule 2711(h)(2)(A)(ii) and NYSE Rule 472(k)(1)(ii).
32  See also NASD Rule 2720(b)(1) and NYSE Rule 2.
33  NASD Rule 2711(h)(4) and NYSE Rule 472(k)(2)(iii).
34  When a rating is defined in terms of a security's performance relative to the market or sector, there is no

requirement also to disclose a member's market or sector forecast.
35  NASD Rule 2711(h)(5)(A) and NYSE Rule 472(k)(2)(iv).
36  NASD Rule 2711(h)(5)(C) and NYSE Rule 472.70.
37  NASD Rule 2711(h)(5)(B) and NYSE Rules 472(k)(2)(iv) and 472.70.
38  NASD Rule 2711(h)(6) and NYSE Rule 472(k)(2)(v).
39  NASD Rule 2711(h)(7) and NYSE Rule 472(k)(2)(ii).
40  See NASD Rule 2711(h)(2)(B) (which requires disclosure if the research analyst knows or has reason

to know that the subject company is a "client" of the member or its affiliates) and NYSE Rule 472(k)(1)
(ii) (which requires disclosure if the associated person knows or has reason to know that the subject
company is an "investment banking services client" of the member, member organization or one of its
affiliates).
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Technology

 ATTENTION: CHIEF OPERATIONS OFFICER, CHIEF INFORMATION TECHNOLOGY OFFICER, LEGAL
AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS AND SERVICE BUREAUS

SUBJECT: NYSE CONTINGENCY PLANS AND NEW SERVICE ACCESS POLICIES

The NYSE, in response to the events of September 11th, and in an effort to ensure that customers have
continuous access to the market, has undertaken several contingency initiatives. This memo is being issued
to notify members of several of the Exchange's contingency plans and to announce several new policies
regarding the technical interfaces between customer's systems and the NYSE's trading systems in support of
those plans. The goals of these new policies are.—1) to improve resiliency within the infrastructure to avoid
disruption of service; 2) create flexibility to enable quick restoration of service in the event of a disruption;
and 3) to enable trading of non-NYSE listed stocks in the event one of the other markets is unavailable for an
extended period of time.

Conversion to TCP/IP

The Exchange introduced TCP/IP access for delivery of orders and reports with the implementation of the
NYSE Common Access Point TM in April 2000. The Exchange has made significant investments to migrate
its products and services to IP so that member firms can access them all over this highly resilient (IP based)
network infrastructure.

Following September 11th, the NYSE received input from many firms that their TCP/IP connections proved
to be more robust, in light of the extensive communications problems experienced, and that many firms
were planning to expedite their conversion to TCP/IP. To date more than 45 firms have implemented TCP/
IP access to CMS and are currently sending between 30-35% of the NYSE's order flow via this interface.
The Exchange believes that expediting the conversion to the standard TCP/IP protocol for access to NYSE
services provides the necessary resiliency, diverse choice of network providers, improved availability
of skilled support resources as well as other benefits such as consolidation of services and increased
bandwidth.

Accordingly, the NYSE is implementing the following new operational policies:

1. Effective July 31, 2002, the NYSE will no longer accept requests for new non-TCP/IP lines (e.g. X.25,
Bisync, 3270, Async) for direct access to the Common Message Switch (CMS).

2. Effective December 31, 2003 all customer lines into CMS for delivery to the NYSE must be converted to
TCP/IP via the NYSE CAP network.

3. Firms should plan to migrate all of their production CMS traffic to the TCP/IP interface as soon as is
practicable after the successful service cutover to TCP/IP.

This policy applies to the regular CMS order and report lines as well as the CMS Drop Copy lines and
Specialist Principle Activity Report (SPAR) lines.

Implementation of 4-Character Symbols

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

504

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P02-25%2909013e2c855b3472?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


In light of the events of September 11th, the NYSE has prepared its systems to handle 4-character symbols
in the event one of the other markets is unavailable for an extended period of time. In order to ensure that
this contingency capability is truly effective, each customer must also have the capability of delivering and
processing 4-character symbols to/from the NYSE.

Effective October 1, 2002 all NYSE customers must enable the ability for their systems to handle delivery,
execution and clearing of 4-character symbols via the NYSE, whether or not the NYSE is the designated
primary market for a given symbol.

The NYSE is prepared to support testing with each customer once the changes have been completed to
verify this functionality.

Alternate Trading Floors

The NYSE has the ability to re-establish the trading floor in alternate facilities in the event the current
facility becomes inaccessible. The alternate trading floors will support trading in all listed securities and
representation by every member firm including both specialists and brokers. Most existing capabilities have
been replicated. This will enable restoration of trading on a next-day basis. Specific details and procedures for
member access to the floors will be made available to members shortly.

The alternate trading floors use member's existing redundant connectivity to the Exchange's data centers
to deliver orders and receive reports. Floor based technology that currently runs on the Exchange's shared
network is available at the alternate floors, including applications such as Broker Booth Support System SM,
Market Data vendor applications, NYSE e-Broker SM and the Wireless Data System. Member firms should
check that their contingency plans, for their NYSE floor operations, incorporate those applications that will be
available in the alternate trading floors.

Contact Information

For business questions or comments regarding the policy to convert to TCP/IP or for questions regarding
the NYSE Common Access Point network, please contact Gary Campagne, Director at 212-656-6761
(gcampagne@nyse.com) or Peter Romano, Director at 212-656-5170 (promano@nyse.com) or send an
email to capinfo@nyse.com.

For business questions or comments regarding the NYSE's contingency plans and alternate trading facility,
please contact David Bartges, Managing Director at 212-656-6834 (dbartges@nyse.com) or Harry Weber,
Director at 212-656-5157 (hweber@nyse.com).

For questions of a technical nature regarding the conversion to TCP/IP or to schedule testing of 4-
character symbols with SIAC please contact Nevin Oliphant, SIAC, Managing Director at 212-383-3033
(noliphan@siac.com) or Jim Wieman, SIAC, Director at 212-383-7106 (jwieman@siac.com).

For business questions or comments regarding the implementation of 4-character symbols please contact
Rich Pecheur, Vice President at 212-656-5020 (rpecheur@nyse.com) or Mario Rogowicz, Managing Director
at 212-656-5106 (mrogowicz@nyse.com) or Henri Tischler, Director at 212-656-2906 (htischler@nyse.com).

Roger Burkhardt

Chief Technology Officer

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Member Firm Regulation

 ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, RESEARCH, COMPLIANCE,
LEGAL, AND INVESTMENT BANKING DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: DISCLOSURE AND REPORTING REQUIREMENTS

On May 10, 2002, the Securities and Exchange Commission, (“SEC” or the “Commission”) approved
amendments to Exchange Rule 472 (“Communications with the Public”) and Rule 351 (“Reporting

Requirements”) 1   (See attached Exhibit A). The SEC also simultaneously approved comparable
amendments to National Association of Securities Dealers Regulation (“NASDR”) Rules. The NYSE and
NASDR worked together to develop consistent amendments to their respective rules to address the potential
conflicts of interest by research analysts and broker-dealers and to require disclosure of such conflicts in
research reports and public appearances.

The amendments will place prohibitions and/or restrictions on Investment Banking Department, Research
Department and Subject Company relationships and communications. The amendments are designed to
restore investor confidence in a process that is critical to the equities markets. The measures reflect a self-
policing approach consistent with strong self-regulation. Members, member organizations, and associated
persons who prepare research reports must take all measures that are necessary to ensure that all research
reports reflect an associated person's and firm's honest views and that any opinion or recommendation
is not influenced by conflicts of interest. Issuing reports or rendering opinions that are inconsistent with
an associated person's or firm's opinion is considered by the Exchange to constitute a fraudulent act and
conduct inconsistent with just and equitable principles of trade.

In order to provide reasonable time periods for members and member organizations to develop and
implement policies, procedures and systems to comply with the new requirements, the Exchange is providing
for the following implementation schedule (as of the SEC approval date of May 10, 2002):

60 Calendar Days (No later than Tuesday, July 9, 2002)

Prohibitions on Investment Banking, Research Department and Subject Company Relationships and
Communications:

•Research Department personnel or others engaged in preparation of research reports may not be subject to
the supervision or control of the Investment Banking Department (Rule 472(b)(1)).

•The subject company may not be notified of ratings change until after close of trading in principal market one
business day prior to the announcement change (Rule 472(b)(3)(iii)).

Restrictions and prohibitions on associated persons preparing research reports regarding their
ownership and trading of the subject company securities:

•Prohibits compensation linked to specific investment banking services transactions (Rule 472(h)).
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•Prohibits purchasing or receiving pre-IPO shares if the issuer is principally engaged in the same type of
business or industry classification as the types of companies which the associated person covers in research
reports (Rule 472(e)(1)).

•Prohibits trading in recommended securities thirty (30) days prior to and five (5) days after issuance of
research reports, changes in rating or price target (Rule 472(e)(2)).

•Prohibition on trades contrary to the most current recommendation (Rule 472(e)(3)).

Prohibitions and/or restrictions on members and member organizations issuing research reports:

•Publishing of research reports within forty (40) calendar days of completion of an initial public offering (Rule
472(f)(1)).

•Publishing of research reports within ten (10) calendar days following completion of secondary offering
(Rule 472(f)(2)), except for research reports issued under Securities Act Rule 139 regarding issuers whose
securities are actively traded, as defined in Securities Exchange Act Rule 101(c)(1) of Regulation M.

•Prohibition on offering favorable research to companies as consideration or inducement for business (Rule
472(g)).

Disclosures required in research reports and public appearances:

•Associated person's or household member's financial interest in subject company (Rule 472(k)(1)(i)b.).

•Any actual, material conflict of interest of member or member organization which an associated person
knows or has reason to know at time of issuance of a research report or public appearance (Rule 472(k)(1)
(i)c.).

•If the member or member organization or its affiliates: a) has managed or co-managed a public offering
of equity securities for the subject company in the past twelve (12) months; b) has received compensation
for investment banking services from the subject company in the past twelve (12) months; or c) expects to
receive or intends to seek compensation for investment banking services from the subject company in the
next three (3) months (Rule 472(k)(1)(ii)).

•Whether the subject company is an investment banking services client of the member, member organization,
or one of its affiliates, when the associated person makes a public appearance and knows or has reason to
know of this relationship (Rule 472(k)(1)(ii).

•Whether the associated person or household member is an officer, director, or advisory board member of the
recommended issuer (Rule 472(k)(1)(iii)).

The following disclosures specific to research reports are required:

•All required disclosures must be clear, comprehensive and on the first page of a research report or the first
page must reference the page on which disclosure is found (Rule 472(k)(2)).

•Whether the associated person preparing the research report receives compensation, based in part, on a
member's or member organization's investment banking revenue (Rule 472(k)(2)).

•Whether member or member organization makes a market in subject company's securities at time of
issuance of research report (Rule 472(k)(2)(i)).

•Valuation methods used (price objectives must have reasonable basis and include discussion of risk) (Rule
472(k)(2)(ii)).

•Meanings of all ratings used by the member or member organization in its rating system (Rule 472(k)(2)(iii)).

Amendments to Rule 351:

•Members and member organizations must submit to the Exchange, annually, a letter of attestation signed by
a senior officer or partner, that the member or member organization has established and implemented written
procedures reasonably designed to comply with the provisions of Rule 472 (Rule 351(f)).
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120 Calendar Days (No later than Monday, September 9, 2002)

Prohibitions and/or restrictions on Investment Banking, Research Department and Subject
Company Relationships and Communications and Legal and Compliance intermediation in such
communications:

•Research reports may not be subject to review or approval prior to distribution by Investment Banking
Department (Rule 472(b)(2)).

•Members and member organizations may not submit research reports to a subject company prior to
distribution (Rule 472(b)(3)).

Members and member organizations must make the following disclosures in research reports:

•Percentage of all recommended securities in “buy,” “sell,” or “hold” categories, and percentage of subject
companies that are investment banking services clients for each category, at the time of recommendation
(Rule 472(k)(2)(iv)).

•Chart of subject company's stock price performance and references to assignment and/or change in rating or
price target (Rule 472(k)(2)(v)).

180 Calendar Days (No later than Wednesday, November 6, 2002)

Disclosure by members, member organizations, and associated persons preparing research reports
in written communications and public appearances that:

•The member or member organization or its affiliates beneficially own 1% or more of any class of common
equity securities of the subject company (Rule 472 (k)(1)(i)a.).

Written supervisory procedures (Rule 472 (c)) will be required for each paragraph of the Rule consistent with
the implementation schedule described above.

The Exchange may issue additional Information Memos to address interpretive issues that arise from the
operation of these amendments. Further, the Exchange will monitor members' and member organizations'
implementation of policies and procedures designed to ensure compliance with the new Rule provisions
and will consider the effect, if any, that the changes have on small firms and whether additional changes are
necessary.

Questions regarding this Memo may be directed to William Jannace at (212) 656-2744 or Mary Anne Furlong
at (212) 656-4823.

Salvatore Pallante

Executive Vice President

Attachments

Exhibit A

Rule 472 Communications with the Public

Approval of Communications and Research Reports

(a)(1) Each advertisement, market letter, sales literature or other similar type of communication which is
generally distributed or made available by a member or member organization to customers or the public must
be approved in advance by a member, allied member, supervisory analyst, or qualified person designated
under the provisions of Rule 342(b)(1).

(2) Research reports must be prepared or approved, in advance, by a supervisory analyst acceptable to
the Exchange under the provisions of Rule 344. Where a supervisory analyst does not have technical
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expertise in a particular product area, the basic analysis contained in such report may be co-approved by a
product specialist designated by the organization. In the event that the member organization has no principal
or employee qualified with the Exchange to approve such material, it must be approved by a qualified
supervisory analyst in another member organization by arrangement between the two member organizations.

Investment Banking, Research Department and Subject Company Relationships and
Communications

(b)(1) Research Department personnel or any associated person(s) engaged in the preparation of research
reports may not be subject to the supervision or control of the Investment Banking Department of the member
or member organization. Research reports may not be subject to review or approval prior to distribution by the
Investment Banking Department.

(2) Investment Banking personnel may check research reports prior to distribution only to verify the accuracy
of information and to identify or to review for any potential conflicts of interest that may exist, provided that:

(i) any such written communication concerning the accuracy of research reports between the Investment
Banking and Research Departments must be made either through the Legal or Compliance Department or in
a transmission copied to Legal or Compliance; and

(ii) any such oral communication concerning the accuracy of research reports between the Investment
Banking and Research Departments must be documented and made either with Legal or Compliance
personnel acting as intermediary or in a conversation conducted in the presence of Legal or Compliance
personnel.

(3) A member or member organization may not submit a research report to the subject company prior to
distribution, except for the review of sections of a draft of the research report solely to verify facts. Members
and member organizations may not, under any circumstances, provide the subject company sections of
research reports that include the research summary, the research rating or the price target.

(i) Prior to submitting any sections of the research report to the subject company, the Research Department
must provide a complete draft of the research report to the Legal or Compliance Department.

(ii) If after submission to the subject company, the Research Department intends to change the proposed
rating or price target, the Research Department must provide written justification to, and receive prior
written authorization from, the Legal or Compliance Department for any change. The Legal or Compliance
Department must retain copies of any drafts and changes thereto of the research reports provided to the
subject company.

(iii) The member or member organization may not notify a subject company that a rating will be changed
until after the close of trading in the principal market of the subject company one business day prior to the
announcement of the change.

Written Procedures

(c) Each member and member organization must establish written procedures reasonably designed to ensure
that members, member organizations and their associated persons are in compliance with this Rule (see Rule
351(f) for attestations to the Exchange regarding compliance).

Retention of Communications

(d) Communications with the public prepared or issued by a member or member organization must be
retained in accordance with Rule 440 (“Books and Records”). The names of the persons who prepared and
who reviewed and approved the material must be ascertainable from the retained records and the records
retained must be readily available to the Exchange, upon request.
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Restrictions on Trading Securities by Associated Persons

(e)(1) No associated person or member of the associated person's household may purchase or receive an
issuer's securities prior to its initial public offering (e.g., so-called pre-IPO shares), if the issuer is principally
engaged in the same types of business as companies (or in the same industry classification) which the
associated person usually covers in research reports.

(2) No associated person or member of the associated person's household may trade in any recommended
subject company's securities or derivatives of such securities for a period of thirty (30) calendar days prior
to and five (5) calendar days after the member's or member organization's issuance of research reports
concerning such security or a change in rating or price target of a subject company's securities.

(3) No associated person or member of the associated person's household may effect trades contrary to the
member's or member organization's most current recommendations (i.e., sell securities while maintaining
a “buy” or “hold” recommendation, buy securities while maintaining a “sell” recommendation, or effecting a
“short sale” in a security while maintaining a “buy” or “hold” recommendation on such security).

(4) The following are exceptions to the prohibitions contained in paragraphs (1), (2), and (3):

(i) transactions by associated persons and household members that have been pre-approved in writing by the
Legal or Compliance Department that are made due to an unanticipated significant change in their personal
financial circumstances;

(ii) a member or member organization may permit the issuance of research reports or permit a change to the
rating or price target on a subject company, regardless of whether an associated person and/or household
members traded the subject company's securities or derivatives of such securities, within the thirty (30)
calendar day period described in paragraph (e)(2), when the issuance of such research reports, or change in
such rating or price target is attributable to some significant news or events regarding the subject company,
provided that the issuance of such research reports, or change in rating or price target on such subject
company has been pre-approved in writing by the Legal or Compliance Department;

(iii) sale transactions by an associated person and/or household member who is new to the member or
member organization within thirty (30) calendar days of such associated person's employment with the
member or member organization when such associated person and/or household member had previously
purchased such security or derivatives of such security prior to the associated person's employment with the
member or member organization;

(iv) sale transactions by an associated person and/or household member within thirty (30) calendar days from
the date of the member's or member organization's issuance of research reports or changes to the rating or
price target on a subject company when such associated person and/or household member had previously
purchased the subject company's securities or derivatives of such securities prior to initiation of coverage of
the subject company by the associated person;

(v) transactions in accounts not controlled by the associated person and for investment funds in which an
associated person or household member participates as a passive investor, provided the interest of the
associated person or household member in the assets of the fund does not exceed 1% of the fund's assets,
and the fund does not invest more than 20% of its assets in securities of issuers principally engaged in the
same types of business as companies (or in the same industry classification) which the associated person
usually covers in research reports. If an investment fund distributes securities in kind to an associated person
before the issuer's initial public offering, the associated person must either divest those securities immediately
or refrain from participating in the preparation of research reports concerning that issuer;

(vi) transactions in a registered diversified investment company as defined under Section 5(b)(1) of the
Investment Company Act of 1940.

Restrictions on Member's or Member Organization's Issuance of Research Reports
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(f)(1) A member or member organization may not issue research reports regarding an issuer for which the
member or member organization acted as manager or co-manager of an initial public offering within forty (40)
calendar days following the effective date of the offering.

(2) A member or member organization may not issue research reports regarding an issuer for which the
member or member organization acted as manager or co-manager of a secondary offering within ten (10)
calendar days following the effective date of the offering. This prohibition shall not apply to research reports
issued under Securities Act Rule 139 regarding issuers whose securities are actively traded, as defined in
Securities Exchange Act Rule 101(c)(1) of Regulation M.

(3) A member or member organization may permit exceptions to the prohibitions in paragraphs (f)(1) and
(2) (consistent with other securities laws and rules) for research reports that are issued due to significant
news or events, provided that such research reports are pre-approved in writing by the Legal or Compliance
Department.

Prohibition of Offering Favorable Research for Business

(g) No member or member organization may directly or indirectly offer a favorable research rating or specific
price target, or offer to change a rating or price target, to a subject company as consideration or inducement
for the receipt of business or for compensation.

Restrictions on Compensation to Associated Persons

(h) No member or member organization may compensate an associated person(s) for specific investment
banking services transactions. An associated person may not receive an incentive or bonus that is based
on a specific investment banking services transaction. However, a member or member organization is
not prohibited from compensating an associated person based upon such person's overall performance,
including services provided to the Investment Banking Department (see Rule 472(k)(2) for disclosure of such
compensation).

General Standards for All Communications

(Formerly positioned at Supplementary Material .30)

(i) No change

Specific Standards for Communications

(Formerly positioned at Supplementary Material .40)

(j) No change (except for deletion of .40(2))

Disclosure

(k)(1) Disclosures Required in Research Reports and Public Appearances

Disclosure of Member's, Member Organization's and Associated Person's Ownership of
Securities

(i) A member or member organization must disclose in research reports and an associated person must
disclose in public appearances:

a. if, as of the last day of the month before the publication or appearance (or the end of the second most
recent month if the publication or appearance is less than ten (10) calendar days after the end of the most
recent month), the member or member organization or its affiliates beneficially own 1% or more of any class
of common equity securities of the subject company. The member or member organization must make the
required beneficial ownership computation no later than ten (10) calendar days after the end of the prior
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month. Computation of beneficial ownership of securities must be based upon the same standards used
to compute ownership for purposes of the reporting requirements under Section 13(d) of the Securities
Exchange Act of 1934,

b. if the associated person or a household member has a financial interest in the securities of the subject
company, or

c. any other actual, material conflict of interest of the member or member organization, which the associated
person knows, or has reason to know, at the time the research report is issued or at the time the public
appearance is made.

Member Organization Compensation

(ii) A member or member organization must disclose in research reports if the member or member
organization or its affiliates: a) has managed or co-managed a public offering of equity securities for the
subject company in the past twelve (12) months; b) has received compensation for investment banking
services from the subject company in the past twelve (12) months; or c) expects to receive or intends to seek
compensation for investment banking services from the subject company in the next three (3) months.

When an associated person recommends securities in a public appearance, the associated person
must disclose if the subject company is an investment banking services client of the member, member
organization, or one of its affiliates, when the associated person knows or has reason to know of this
relationship.

Disclosure of Associated Person's Affiliations with Subject Company

(iii) A member or member organization must disclose in research reports, and an associated person must
disclose in public appearances, whether the associated person or member of the associated person's
household is an officer, director or advisory board member of the recommended issuer.

(k)(2) Disclosures Specific to Research Reports

The front page of a research report either must include the disclosures required under this Rule or must refer
the reader to the page(s) on which each such disclosure is found. Disclosures, and references to disclosures,
must be clear, comprehensive and prominent.

A member or member organization must disclose in research reports if the associated person preparing
such reports received compensation that is based upon (among other factors) the member's or member
organization's overall investment banking revenues.

A member or member organization must disclose in research reports that recommend securities:

(i) if it is making a market in the subject company's securities at the time the research report is issued.

(ii) the valuation methods used, and any price objectives must have a reasonable basis and include a
discussion of risks.

(iii) the meanings of all ratings used by the member or member organization in its ratings system. (For
example, a member or member organization might disclose that a “strong buy” rating means that the rated
security's price is expected to appreciate at least 10% faster than other securities in its sector over the next
12-month period). Definitions of ratings terms also must be consistent with their plain meaning. Therefore, for
example, a “hold” rating should not mean or imply that an investor should sell a security.

(iv) the percentage of all securities that the member or member organization recommends an investor “buy,”
“hold,” or “sell.” Within each of the three categories, a member or member organization must also disclose
the percentage of subject companies that are investment banking services clients of the member or member
organization within the previous twelve (12) months. (See Rule 472.70 for further information.)
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(v) a chart that depicts the price of the subject company's stock over time and indicates points at which a
member or member organization assigned or changed a rating or price target. This provision would apply
only to securities that have been assigned a rating for at least one year, and need not extend more than three
years prior to the date of the research report. The information in the price chart must be current as of the end
of the most recent calendar quarter (or the second most recent calendar quarter if the publication date is less
than fifteen (15) calendar days after the most recent calendar quarter).

When a member or member organization distributes a research report covering six (6) or more subject
companies for purposes of the disclosures required in paragraph (k) of this Rule, such research report may
direct the reader in a clear and prominent manner as to where they may obtain applicable current disclosures
in written or electronic format.

.10 Definitions

(1) Communication - The term “Communication” is deemed to include, but is not limited to, advertisements,
market letters, research reports, sales literature, electronic communications, communications in and with the
press and wires and memoranda to branch offices or correspondent firms which are shown or distributed to
customers or the public.

(2) Research Report - “Research report” is generally defined as a written or electronic communication
which includes an analysis of equity securities of individual companies or industries, provides information
reasonably sufficient upon which to base an investment decision and includes a recommendation.

For purposes of approval by a supervisory analyst pursuant to Rule 472(a)(2), research report includes, but
is not limited to, reports which recommend equity securities, derivatives of such securities, including options,
debt and other types of fixed income securities, single stock futures products, and other investment vehicles
subject to market risk.

(3) Advertisement - “Advertisement” is defined to include, but is not limited to, any sales communications
that is published, or designed for use in any print, electronic or other public media such as newspapers,
periodicals, magazines, radio, television, telephone recording, web sites, motion pictures, audio or video
device, telecommunications device, billboards or signs.

(4) Market letters - “Market letters” are defined as, but are not limited to, any written comments on market
conditions, individual securities, or other investment vehicles. They also include “follow-ups” to research
reports and articles prepared by members or member organizations which appear in newspapers and
periodicals.

(5) Sales literature - “Sales literature” is defined as, but is not limited to, written or electronic communications
including, but not limited to, telemarketing scripts, performance reports or summaries, form letters, seminar
texts, and press releases discussing or promoting the products, services and facilities offered by a member or
member organization, the role of investment in an individual's overall financial plan, or other material calling
attention to any other communication.

.20 For purposes of this Rule, “investment banking services” includes, without limitation, acting as an
underwriter in an offering for the issuer; acting as a financial adviser in a merger or acquisition; providing
venture capital, equity lines of credit, PIPEs (private investment, public equity transaction), or similar
investments; or serving as placement agent for the issuer.

.30 For purposes of this Rule, the term “Investment Banking Department” means any department or division
of the member or member organization, whether or not identified as such, that performs any investment
banking services on behalf of the member or member organization.

.40 For purposes of this Rule, the term “associated person” includes a member, allied member, or employee
of a member or member organization responsible for, and any person who reports directly or indirectly to
such associated person in connection with the making of the recommendation to purchase, sell or hold an
equity security in research reports, or public appearances or establish a rating or price target of a subject
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company's equity securities. For purposes of this Rule, the term “household member” means any individual
whose principal residence is the same as the associated person's principal residence. Paragraphs (e)(1),
(2), (3); (4)(i), (ii), (iii), (iv) and (v); (k)(1)(i)b., (k)(1)(iii) apply to any account in which an associated person
has a financial interest, or over which the associated person exercises discretion or control, other than an
investment company registered under the Investment Company Act of 1940.

.50 For purposes of this Rule, the term “public appearance” includes, without limitation, participation in
a seminar, forum (including an interactive electronic forum), radio or television interview, or other public
appearance or public speaking activity in which an associated person makes a recommendation or offers an
opinion concerning an equity security.

.60 For purposes of this Rule, “subject company” is the company whose equity securities are the subject of
research reports.

.70 For purposes of Rule 472(k)(2)(iv), a member or member organization must determine, based on its own
ratings system, into which of the three categories each of their securities ratings utilized falls. This information
must be current as of the end of the most recent calendar quarter (or the second most recent calendar
quarter if the publication date is less than fifteen (15) calendar days after the most recent calendar quarter).
For example, a research report might disclose that the member or member organization has assigned a “buy”
rating to 58% of the securities that it follows, a “hold” rating to 15%, and a “sell” rating to 27%.

Rule 472(k)(2)(iv) requires members or member organizations to disclose the percentage of companies
that are investment banking services clients for each of the three ratings categories within the previous
twelve (12) months. For example, if 20 of the 25 companies to which a member or member organization has
assigned a “buy” rating are investment banking clients of the member or member organization, the member
or member organization would have to disclose that 80% of the companies that received a “buy” rating are its
investment banking clients. Such disclosure must be made for the “buy,” “hold” and “sell” ratings categories
as appropriate.

.80 For purposes of this Rule, the term “Legal or Compliance Department” also includes, but is not limited to,
any department of the member or member organization which performs a similar function.

.90 For purposes of Rule 472(a), a qualified person is one who has passed an examination acceptable to the
Exchange.

.100 For purposes of this Rule, the term “initial public offering” refers to the initial registered equity security
offering by an issuer, regardless of whether such issuer is subject to the reporting requirements of Section
13 or 15(d) of the Securities Exchange Act of 1934, prior to the time of the filing of such issuer's registration
statement.

.110 For purposes of this Rule, a secondary offering shall include a registered follow-on offering by an issuer
or a registered offering by persons other than the issuer involving the distribution of securities subject to
Regulation M of the Securities Exchange Act of 1934.

Reporting Requirements Rule 351

(a) — (e) No change

(f) Each member and member organization that prepares, issues or distributes communications to the public,
(including but not limited to, research reports, media presentations and interviews), is required to submit to
the Exchange annually, a letter of attestation signed by a senior officer or partner that the member or member
organization has established and implemented procedures reasonably designed to comply with the provisions
of Rule 472.

* * * *

.11 For purposes of Rule 351(f), the attestation must be submitted by April 1 of each year.
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.12 The term “research report” is defined in Rule 472.10.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  SR-NYSE-2002-09, Securities Exchange Act Release No.34-45908 (May 10, 2002).
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Member Firm Regulation

 ATTENTION: COMPLIANCE, LEGAL, REGISTRATION AND TRAINING DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: COMPUTER DELIVERY OF THE NYSE COMPLIANCE OFFICIAL EXAMINATION (SERIES 14)

The New York Stock Exchange Compliance Official Examination (Series 14) is available for computer
delivery at any Prometric Test Center (i.e., formerly known as Sylvan Prometric) in the United States effective
immediately. The NYSE will no longer administer this examination in a paper-and-pencil format.

Application Process

A member organization must submit a Form U-4 1   (or Page 1 only of Form U-4 if the candidate previously
filed Form U-4). The Form must be electronically filed through the Central Registration Depository (CRD)
system. The NYSE will no longer accept a paper application. This change will be effective immediately.

Scheduling Process

After the Form U-4 is electronically filed through the CRD, candidates will be given a 120-day eligibility
window to schedule and take the examination at a Prometric Test Center. Candidates are encouraged to
schedule their test as soon as their eligibility window opens, to increase the likelihood that they will be able to
secure an appointment that is most convenient. Candidates should call Prometric at: 1-800-578-6273. When
scheduling an appointment to take the examination, the candidate should refer to the Series 14 examination.

Candidates who do not schedule an appointment during their 120-day eligibility window, must reapply to be
given another 120-day eligibility window.

Test Score Reporting

Upon completion of the examination, the candidate will receive a test score report at the Prometric Test
Center. Within a few days of passing the examination, approval of Compliance Official (CO) status will be
recorded in the CRD. The individual's registration is effective as of the date of the CO approval in the CRD
system, not the date of passing the examination.

Candidates who fail the examination and wish to request another test administration must have their member
organizations resubmit another Page 1 of Form U-4.

Members, member organizations, and candidates should refer to the following website for detailed
information regarding procedures and tips for scheduling appointments at Prometric Testing Centers for
securities industry qualification examinations, and the securities industry continuing education regulatory
element program:

http://www.nasdr.com/qualifications.asp#Testing

Questions regarding the application process may be addressed to Juan Vazquez of the Qualifications and
Registrations Department at 212-656-4814. For a copy of the Series 14 Test Content Outline, please contact
Marilyn Santos of Testing Standards at 212-656-5313.
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Salvatore Pallante

Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Form U-4 is the Uniform Application for Securities Industry Registration or Transfer
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Enforcement

 ATTENTION: CHIEF EXECUTIVE OFFICER, GENERAL COUNSEL AND DIRECTOR OF COMPLIANCE

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW PROCEDURES FOR THE SUBMISSION OF FORM RE-3 VIA THE NYSE'S ELECTRONIC
FILING PLATFORM

Pursuant to Exchange Rule 351 (a), (b), and (c), all Exchange members and member organizations are
required to promptly (i.e., within thirty days) report on Form RE-3 to the Exchange's Division of Enforcement
(“Enforcement”) the occurrence of certain events enumerated in the Rule. These events relate not only to
the members and member organizations but also to their registered and non-registered employees and
approved persons. Currently, Form RE-3 reportings can be made only by filing a hard copy paper form with
the Exchange.

The Exchange has adapted its electronic filing platform (“EFP”) already being used by members and member
organizations for quarterly reportings required under Exchange Rule 351(d). The adaptation will allow
members and member organizations to electronically file Form RE-3 with the Exchange.

Electronic filing will enable a firm to submit a required filing to Enforcement, receive a report that the filing was
received by the Exchange or, where applicable, a specific notice of deficiency regarding any problems with
the filing. A Firm will be able to track the status of all its Form RE-3 filings submitted to the Exchange through
an individual tracking number assigned to each RE-3 filing.

All members and member organizations will be given access to the EFP for Form RE-3 filing. Each employee
responsible for submitting Forms RE-3 to the Exchange must be a registered EFP/RE-3 user. Once given
access, each user will be given detailed instructions on usage. Additionally, the electronic RE-3 filing process
is interactive and appropriate instructions will be available as the user navigates through the Form. Failure
to follow the instructions may prevent the user from completing the submission or result in submission of a
deficient Form RE-3 that may not be accepted by the Exchange. The application is Internet based.

The SIAC PC Service Center will be contacting your firm for EFP registration and setup. The PC Service
Center should be contacted at (212) 383-2062 for additional information regarding technical issues in
connection with your filing format and transmission.

NOTE: AFTER JUNE 30, 2002 THE EFP WILL BE THE ONLY METHOD OF FILING FORM RE-3.

Electronic filing of Form RE-3 will not alter the obligation of firms and individuals to provide the documents
and information routinely required in the preliminary investigation of matters reported to Enforcement.
Generally, members and member organizations should have the following materials available for timely
production to Enforcement:

•pleadings and/or correspondence between the firm and customer framing the complaint;

•new account documents;

•relevant account statements;

•an explanatory statement from the firm employee, and;
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•complaint and account material for each complaint against the firm employee within three years of the
current reporting.

Members and member organizations should insure that Forms RE-3 are filed in the names of employees as
well as the firm whenever appropriate. For example, when a complaint is resolved for an amount that meets
or exceeds the Exchange reporting threshold for individuals ($15,000) and it was alleged in the text of a
pleading, a complaint letter or in a verbal complaint that an employee of a member or member firm engaged
in wrongdoing, an RE-3 in the name of that employee must be filed irrespective of any filing made in the
name of the firm.

Any questions relating to this memorandum may be addressed to the following individuals in the Enforcement
Division: Connie Armocida (212) 656-2321, or Anne Marie Flood (212) 656-2621.

David P. Doherty

Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Member Firm Regulation

 ATTENTION: CHIEF EXECUTIVE OFFICER AND MANAGING PARTNER, CHIEF FINANCIAL OFFICER,
CHIEF OPERATIONS OFFICER, AND CHIEF COMPLIANCE OFFICER

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: APPROVAL OF NEW RULE 445 - ANTI-MONEY LAUNDERING COMPLIANCE PROGRAM

The Securities and Exchange Commission has approved 1   new Exchange Rule 445 (“Anti-Money
Laundering Compliance Program” - see attached “Exhibit A”). Rule 445 incorporates and references existing
and pending federal anti-money laundering requirements.

In this connection, as indicated in Exchange Information Memo Number 02-16 and outlined below, Section

352 (“Anti-Money Laundering Programs”) under Title III 2   of the USA PATRIOT Act 3   became effective April
24, 2002. MLAA Section 352 requires that financial institutions, including broker-dealers, establish anti-money
laundering monitoring and supervisory systems. Specifically, it requires each financial institution to establish
Anti-Money Laundering Programs that include, at minimum:

• the development of internal policies, procedures, and controls;

• the designation of a compliance officer;

• an ongoing employee training program; and

• an independent audit function to test programs.

New Exchange Rule 445 incorporates the MLAA Section 352 requirements listed above and, in addition,
requires the following:

• That the Program be in writing and approved, in writing, by member organizations' senior management.

• That the designated compliance officer “contact person” or persons, primarily responsible for each member's
or member organization's Program, be identified to the Exchange by name, title, mailing address, e-mail
address, telephone number, and facsimile number.

• That the Program's policies, procedures, and internal controls be reasonably designed to achieve
compliance with applicable provisions of the Bank Secrecy Act and the implementing regulations thereunder,
as they become effective.

Though compliance with Bank Secrecy Act requirements becomes mandatory only upon their respective
effective dates, written policies and procedures should, at minimum, address all outstanding and applicable
Bank Secrecy Act requirements.

Note that Rule 445 states that policies, procedures, and internal controls be “reasonably designed” to achieve
compliance with applicable federal requirements. Accordingly, it is expected that the implementation of the
required independent testing function be timely and effective.

Required “AML Contact Person” information must be entered into the Exchange's Electronic Filing Platform
(“EFP”) System no later than 5/15/02. The designated AML Contact Person will be provided updates to
the Department of the Treasury's Office of Foreign Asset Control's (“OFAC”) list of Specially Designated
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Nationals and Blocked Persons (“SDN List”) via e-mail 4  . If the designated AML Contact Person is also the
person designated to receive OFAC updates, their OFAC designation should be deleted to avoid duplicate e-
mails.

Department of the Treasury Requirements: Filing of Suspicious Activity Reports

In addition, Rule 445 specifically references members' and member organizations' obligation to establish and
implement policies and procedures that can be reasonably expected to detect and cause the reporting of
transactions required under 31 U.S.C. 5318(g) (“Reporting of Suspicious Transactions”) and the implementing
regulations thereunder. This reflects the MLAA Section 356 directive that the Department of the Treasury
(“Treasury”) publish such implementing regulations, specifically applicable to registered broker-dealers, in the
Federal Register by specified dates.

Accordingly, the Financial Crimes Enforcement Network (“FinCEN”), through authority granted by the

Secretary of the Treasury, filed proposed amendments 5   to the Bank Secrecy Act regulations on December
28, 2001. MLAA Section 356 requires publication of these regulations in final form not later than July 2, 2002.
The regulations become effective 180 days after such publication.

Generally, FinCEN's proposed regulations require the filing of Suspicious Activity Reports (“SARs”) in a
central location, to be determined by FinCEN, within a specified timeframe initiated by the detection of
facts constituting a basis for the filing. Proposed reporting criteria stress the development of a sound risk-
based program. Reference should be made to FinCEN's proposed and final regulations for additional
background information and specific guidance with respect to SARs reporting.

Ongoing Compliance

As noted above, Rule 445 highlights members' and member organizations' existing and ongoing obligation to
comply with applicable provisions of the Bank Secrecy Act and the implementing regulations thereunder, as
they become effective.

Accordingly, and particularly in light of the USA PATRIOT Act amendments, members and member
organizations should be cognizant of all existing and pending Bank Secrecy Act requirements. These include,
but are not limited to:

• MLAA Section 313 (“Prohibition on United States Correspondent Accounts with Foreign Shell Banks”).—
Effective 12/25/01, financial institutions operating in the United States must sever correspondent banking
relationships with foreign “shell banks”, i.e., banks without a physical presence in any country, that are not
affiliated with a bank that both has a physical presence in a country and is subject to supervision by a banking
authority that regulates the affiliated bank.

• MLAA Section 312 (“Special Due Diligence for Correspondent Accounts and Private Banking Accounts”).
—Effective 7/23/02, financial institutions must be prepared to apply “… appropriate, specific, and, where
necessary, enhanced, due diligence” with respect to foreign private banking customers and international
correspondent accounts.

• MLAA Section 326 (“Verification of Customer Identity”).—Effective 10/26/02, financial institutions must
comply with a regulation issued by the Secretary of the Treasury requiring the implementation of “reasonable
procedures” with respect to the verification of customer identification upon opening an account, maintaining
records of information used for such verification, and the consultation of a government-provided list of known
or suspected terrorists.

The Exchange will publish notifications to members and member organizations regarding the adoption and
implementation of new regulations and address their responsibilities thereunder.

Practical Applications
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Members' and member organizations' Anti-Money Laundering Compliance Programs will differ according to
a number of factors such as the nature and size of one's business. When designing the Program, a needs-
analysis should be conducted to identify those areas that are particularly susceptible to money-laundering
abuses. Rule 445's ongoing employee training program requirement may be incorporated into member

organizations' Firm Element Continuing Education Program 6  .

Exchange examination staff will be conducting reviews for compliance with Rule 445.

Questions regarding this Memo may be directed to Stephen A. Kasprzak at (212) 656-5226.

Salvatore Pallante

Executive Vice President

Attachments

EXHIBIT A

Anti-Money Laundering Compliance Program

Rule 445. Each member organization and each member not associated with amember organization shall
develop and implement a written anti-money laundering program reasonably designed to achieve and monitor
compliance with the requirements of the Bank Secrecy Act (31 U.S.C. 5311, et seq.), and the implementing
regulations promulgated thereunder by the Department of the Treasury. Each member organization's anti-
money laundering program must be approved, in writing, by a member of senior management.

The anti-money laundering programs required by this Rule shall, at a minimum:

(1) Establish and implement policies and procedures that can be reasonably expected to detect and cause
the reporting of transactions required under 31 U.S.C. 5318(g) and the implementing regulations thereunder;

(2) Establish and implement policies, procedures, and internal controls

(3) Provide for independent testing for compliance to be conducted by member or member organization
personnel or by a qualified outside party;

(4) Designate, and identify to the Exchange (by name, title, mailing address, e-mail address, telephone
number, and facsimile number) a person or persons responsible for implementing and monitoring the day-
to-day operations and internal controls of the program and provide prompt notification to the Exchange
regarding any change in such designation(s); and

(5) Provide ongoing training for appropriate persons.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Release No. 34-45798; File No. SR-NYSE-2002-10
2  Separately known as the International Money Laundering Abatement and Anti-Terrorist Financing Act of

2001 ("MLAA").
3  The USA PATRIOT Act was signed into law on October 26, 2001. It amends, among other laws, the

Bank Secrecy Act as set forth in Title 31 of the United States Code.
4  Per NYSE Information Memo Number 01-39.
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5  "Financial Crimes Enforcement Network; Proposed Amendment to the Bank Secrecy Act Regulations
- Requirement of Brokers or Dealers in Securities to Report Suspicious Transactions" - 66 FR 67670
(December 31, 2001).

6  See NYSE Rule 345A(b) ("Continuing Education For Registered Persons"). Note, however, that while
345A(b) applies only to registered persons, Rule 445 extends to all applicable employees.
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Member Firm Regulation

 ATTENTION: MANAGING PARTNER, CHIEF EXECUTIVE OFFICER, BRANCH OFFICE MANAGERS,
COMPLIANCE OFFICER, TRAINING AND HR DIRECTORS

TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: STATUS REPORT ON THE CONTINUING EDUCATION PROGRAM

Attached is a Status Report on the Continuing Education Program. This material was developed by the
Securities Industry/Regulatory Council on Continuing Education, on which the Exchange participates.

The status report reflects the significant Continuing Education initiatives made in the last year. These
initiatives include the launch of the Council's new website www.securitiescep.com, the introduction of
the 106 Program designed specifically for Series 6 (Investment Company Products/Variable Contracts
Representatives) registered persons, the introduction of In-Firm Delivery, an arrangement whereby a broker-
dealer meeting specific standards may deliver the Regulatory Element on firm premises, and Regulatory
Element delivery in foreign countries. In addition, the report provides updated information, and answers the
most frequently asked continuing education-related questions.

Questions about the Continuing Education Program should be directed to Roni Meikle at (212) 656-2156 or
Patricia DeVita at (212) 656-2746.

Salvatore Pallante

Executive Vice President

Attachments
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Market Surveillance

 TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ERRORS, ERRONEOUS REPORTS AND ERROR ACCOUNTS - RULES 134, 411 AND 407A

This Information Memo addresses additional questions that have arisen with respect to errors, erroneous
reports and error accounts. Amendments to Rules 134 and 411 and new Rule 407A dealing with these topics
were announced in Information Memo No. 01-38 (November 6, 2001). Information Memo No. 02-7 (February
5, 2002) addressed certain questions that arose on the application of those rules.

Q1 If a customer enters an order incorrectly (e.g., size, side of market, price instructions, stock), and it has
been executed, can the firm accept that transaction for business reasons? Can that transaction be processed
in the firm's error account?

A1 Since the order entry mistake was not the firm's and there was no trading error, the firm may not use its
error account. Firms may process customer errors in an account used exclusively for that purpose and clearly
designated as such. Trades taken into a customer error account that were executed in the auction on an
agency basis should be liquidated as such.

Q2 If a firm clears a customer's error in the account designated for this purpose, how are related profits and
losses handled?

A2 Since it is the customer's error, the customer receives any profit or sustains the loss.

Q3 If it cannot be determined whether an order entry error is the customer's fault or that of the trader or
broker with whom they entered the order, can a firm or broker clear that trade in their error account? Are
these agency or proprietary transactions?

A3 Use of a firm or broker error account is appropriate. These transactions were entered into on an agency
basis and should be shown in the Audit Trail as such. The related liquidation from the firm or broker error
account should be processed as a proprietary transaction. (Note that a new account type “Q” will be the
required submission for error trades discovered before input to comparison and for all liquidations from
proprietary error accounts.)

Q4 If a firm or broker takes a transaction into their error account when they and the customer are mutually
responsible for the error, who sustains the profit or loss?

A4 Resultant profit or loss may be apportioned between the customer and firm or broker on mutually
agreeable terms.

Q5 One cannot miss the market in relation to a not held order, because orders of this type relieve a firm
or broker from being held to the tape. What can be done if the customer, firm, or broker believes that the
customer should receive a better price once the not held order has been executed in the auction?

A5 Once the order has been executed in the market, if the customer, firm or broker believe that the
customer's order was poorly handled, the firm or broker may offer the customer a difference check or an
adjustment to commission. The error account or other proprietary account may not be used to take over the
auction transaction and then report a transaction to a customer which did not occur in the auction.
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Q6 Does a firm or broker have to offer a corrected report to a non-member customer if the corrected price is
not in the customer's favor?

A6 Yes. However, firms and brokers may make an arrangement with a representative of the customer who is
authorized to make such arrangements that the customer will in all circumstances decline corrected reports
when the price is disadvantageous to the non-member customer. Documentation as to this agreement must
be maintained. Note that such an agreement cannot apply when the erroneous price is not covered by the
Consolidated Tape. In such instances, non-member customers do not have the option to decline to take the
corrected report pursuant to Rule 411(a)(i). Firms and brokers should prospectively educate their clients as
to this requirement. Information Memo 02-7 is a public document available on the NYSE website and may be
shared with buyside clients and customers.

Q7 In relation to Rule 411(a), the price of the erroneous report must be within the range of prices on the
Consolidated Tape on that day in order to use Alternative Two. What can a firm or broker do when an
erroneous report is slightly outside that price range, and the non-member client refuses to take an execution
at the actual price? If the average price for the entire order is within the Consolidated range for the day, does
this suffice to meet the requirement in Alternative Two?

A7 Alternative Two under Rule 411(a)(ii) is not available unless Consolidated Tape price and size parameters
are met. If that price or size parameter is not met, Rule 411(a)(i) governs, and the firm or broker may not offer
the non-member client the option not to take the corrected report. Each component execution in an average
price transaction must meet the Consolidated Tape test in order to use Alternative Two.

Q8 A member organization or individual member has sustained a loss in relation to an erroneous report
issued by another member or member firm. How should the member or member organization with the loss
proceed?

A8 The parties may work out the loss among themselves according to mutually agreeable terms.
Alternatively, the member or member organization who suffered the loss and the broker who issued the
erroneous report may attempt to convene a panel of three Floor Governors (or Executive Floor Officials or
Senior Floor Officials) to adjudicate the dispute. If submitting to a panel cannot be agreed upon, the member
or member firm that suffered the loss may proceed under the Exchange's arbitration rules.

Q9 In relation to Q & A 21 in Information Memo 02-7, how should an adjustment at a discount or premium be
reflected on the confirmation?

A9 An adjustment may be given by a firm or a broker to a customer where the customer requests to do
better, although there has been no error or erroneous report related thereto. Such an adjustment may not
be reflected in the execution price pursuant to Rule 10b-10 under the Securities Exchange Act of 1934. It
must be reflected as a monetary adjustment on the confirmation of the trade. If the DTC ID confirm system
and other confirmation systems require system changes to support reporting premiums and discounts on
confirmations, until the necessary system changes have been made, the adjustment should be shown on the
confirmation as an adjustment to the commission. Manual adjustments can be used as an alternative until any
necessary system changes are made.

Q10 In situations where a member or member organization is using Alternative Two in Rule 411(a)(ii) to
resolve an erroneous report to a non-member customer, is it permissible to deduct transaction costs when
determining the amount of profits to be remitted to the NYSE Foundation?

A10 Yes. When determining the amount of profit to be remitted to the NYSE Foundation, it is permissible
to deduct transaction costs (such as clearing charges and Section 31 fees) relating to the auction market
transaction and to the contra side of the erroneous report. Member and member organizations must prepare
and maintain clear and detailed records documenting how the remitted net profits are calculated.

Q11 How do specialists calculate profit or loss related to an error?
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A11 When a specialist trades on account of error, the resultant profit or loss is determined by comparing his
acquisition price to the liquidation price. Once a specialist becomes aware that he has taken an error into
the dealer account, subsequent dealer trades on the opposite side of the market up to the number of shares
involved in the error are his liquidating trades.

Questions concerning erroneous reports and errors may be addressed to Market Surveillance staff:

                   Patrick Giraldi               656-6804

                   Carol Krusik                  656-4597

                   Donald Siemer                 656-6940

Questions concerning error accounts, reporting errors and reporting member accounts should be addressed
to your Member Firm Regulation Coordinator.

Regina C. Mysliwiec

Senior Vice President
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   New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005

Member Firm Regulation

NYSE

ATTENTION: CHIEF EXECUTIVE OFFICER AND MANAGING PARTNER

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: FLOOR EMPLOYEES FUNCTIONING SOLELY AS INPUT OPERATORS OR TELETYPISTS

On February 24, 1999 the Exchange issued Information Memo Number 99-12 which announced the
implementation of the Series 25 (Trading Assistant) Examination and discussed its application to Floor
employees. The Memo made clear that the Series 25 Examination is not required for persons acting solely
as Input Operators (also known as Teletypists) and established the requirement that, by April 1 of each year,
member organizations provide the NYSE's Qualifications and Registrations Department with a list of such
Floor employees.

It has been determined that this requirement to furnish a list of Floor employees functioning solely as
Input Operators is no longer necessary and, accordingly, has been discontinued. Members and member
organizations should, however, maintain a current list of ALL Floor employees and their functions that can be
provided to the Exchange upon request.

As a reminder, all Floor employees, including but not limited to Input Operators, must be registered with
the Exchange pursuant to NYSE Rule 35 whether or not their function requires passing a qualification
examination.

Questions regarding this Memo may be directed to Jacob Rivers at (212) 656-5567.

Salvatore Pallante

Executive Vice President
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   New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

Market Surveillance

NYSE

ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: TRADING OF HOLDING COMPANY DEPOSITARY RECEIPTS (HOLDRS): RULES
13, 36.30, 98, 104, 105(L), 460, 1200, 1201, 1202, MARKET-ON-CLOSE/LIMIT-AT-THE-CLOSE
POLICY/ PREOPENING PRICE INDICATIONS POLICY, 703.20 OF THE LISTED COMPANY MANUAL,
ALLOCATION POLICY

Trading in seventeen (17) Holding Company Depositary Receipts RM (HOLDRs), a type of Trust Issued
Receipt (“TIR”) is scheduled to begin on the NYSE on April 15, 2002 on an unlisted trading privileges (“UTP”)
basis. The HOLDRs include the following: B2B Internet (BHH), Biotech (BBH), Broadband (BDH), Europe
2001 (EKH), Internet (HHH), Internet Architecture (IAH), Internet Infrastructure (IIH), Market 2000+(MKH), Oil
Service (OIH), Pharmaceutical (PPH), Regional Bank (RKH), Retail (RTH), Semiconductor (SMH), Software
(SWH), Telecom (TTH), Utilities (UTH), and Wireless (WMH). The purpose of this memorandum is to outline
various rules and policies that will be applicable to trading in TIRs, including HOLDRs.

Characteristics of Trust Issued Receipts Generally

TIRs, including HOLDRs, are negotiable receipts that are issued by a trust representing securities of issuers
that have been deposited and are held on behalf of the holders of the TIRs. TIRs are designed to allow
investors to hold interests in a variety of companies throughout a particular industry in a single, exchange-
listed and traded instrument that represents beneficial ownership in the deposited securities. Holders
may cancel their TIRs at any time to receive the deposited securities. However, TIRs are not individually
redeemable.

Beneficial owners of TIRs will have the same rights, privileges and obligations as they would have if they
beneficially owned the deposited securities outside of the TIR program. Holders of TIRs have the right to
instruct the trustee to vote the deposited securities evidenced by the TIRs. They will receive reports, proxies,
and other information distributed by the issuers of the deposited securities to their security holders and will
receive dividends and other distributions declared and paid by the issuers of the deposited securities to the
trustee.

TIRs will be issued by a trust created pursuant to a depository trust agreement. After the initial offering, the
trust may issue additional TIRs on a continuous basis when an investor deposits the requisite securities with
the trust. An investor in TIRs will be permitted to withdraw his or her deposited securities upon delivery to the
trustee of one or more round-lots of 100 TIRs. Conversely, an investor may deposit the necessary securities
and receive TIRs in return.
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The trust will issue and cancel.—and an investor may obtain, hold, trade or surrender.—HOLDRs only in
round lots of 100 or in round lot multiples. The bid and asked prices will be quoted on a per receipt basis.
An investor may obtain TIRs by either purchasing them on an exchange or by delivering to the trustee the
underlying securities evidencing a round lot of TIRs. See individual HOLDRs' Prospectuses for additional
information.

Exchange Rules Applicable to the Trading of HOLDRs

HOLDRs are considered “securities” pursuant to Exchange Rule 3 and are subject to all applicable trading
rules. The HOLDRs will be deemed “eligible securities” for purposes of the Intermarket Trading System
(“ITS”) Plan and therefore will be subject to the trade through provisions of NYSE Rule 15A which requires
that NYSE members avoid initiating trade-throughs for ITS securities. The HOLDRs, as TIRs, are also
subject to the Exchange's rules and policies governing, among other things, equity margin, priority, parity

and precedence of orders, market volatility related trading halts, and responsibilities of member firms. 1  
In addition, the Exchange's surveillance procedures for TIRs will be similar to those used for investment
company units and will incorporate and rely upon existing NYSE surveillance procedures governing equities.

Trading Issues for Trust Issued Receipts (including HOLDRs) - A round lot of TIRs represents a holder's
individual and undivided beneficial ownership interest in the whole number of securities represented by the
TIR. The amount of deposited securities for each round lot of 100 TIRs will be determined at the beginning
of the marketing period and will be disclosed in the prospectus to investors. Because TIRs may be acquired,
held or transferred only in round lots of 100 receipts or round lot multiples, orders for other than a round lot (or
round lot multiples) will not be allowed.

Applicable Rule Changes for Trust Issued Receipts 2 

Rule 104 - Rules 104.20 and 104.21 have been amended to provide a capital requirement for specialists
of $500,000 per TIR. A specialist unit registered only in a TIR would be subject to the $1,000,000 minimum
capital requirement of Rule 104.20(6). In addition, Rule 104.10(8) has been amended in order to facilitate
specialist market making in TIRs. Specialists may engage in “parity” transactions on direct destabilizing ticks
without obtaining Floor Official approval. A “parity” transaction in a TIR would be a trade to bring the security
into line with the value of the securities comprising the TIR, or the value of a futures contract on the index on
which the TIR is based.

Rule 13 - Rule 13 has been amended to include TIRs. Floor Official approval is required for any situation
where the bid or offer that would elect a stop or stop limit order in a TIR is more than 10 cents away from the
last sale and is made for the specialist's dealer account. This provision parallels the specialist's responsibility
to obtain Floor Official approval under Rule 123A.40 in situations where the specialist is the party to the
electing trade.

Rule 36.30 - Rule 36.30, which governs the establishment of telephone or electronic communications

between the Exchange's trading floor and any other location, 3   has been amended to provide that a
specialist registered in a TIR may use a telephone or order entry terminal to enter an order in the TIR itself,
in a component security of the TIR, or in an options or futures contract related to the TIR. In addition, the
specialist may use a post telephone to obtain market information with respect to such TIRs, options, futures,
or component securities. The revised text of Rule 36 makes clear that if an order in a component security of a
TIR is to be executed on the Exchange, the order must be entered in compliance with NYSE Rule 112.20 and
SEC Rule 11a2-2(T), and must be entered only for the purpose of hedging a position in the TIR.

The specialist may not use the post wire to call a specialist on the NYSE registered in a component stock
of the TIR to enter an order, nor may the specialist use a SuperDOT terminal to send an order directly via
SuperDOT to another specialist. The specialist registered in a TIR is not registered in the component stocks,
and therefore would be permitted to initiate an “on Floor” order in such a stock only if an applicable exemption
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existed from the prohibitions against initiating on-Floor orders contained in SEC Rule 11a-1 and NYSE Rule
111. No such exemption currently exists for the entry of these orders.

Exchange members are not similarly constrained with respect to entry of an “off-Floor” order. NYSE Rule
112.20 codifies the principle that a member may use a “communication facility” on the Floor of the Exchange
to call an off-Floor location and enter a proprietary order. The order is deemed to be an “off Floor” order (not
an order initiated on the Floor, or an “on Floor” order), provided the order is routed through a clearing firm's
order room, and is transmitted to the Floor for execution by an unaffiliated member. This latter provision is
consistent with SEC Rule 11a2-2(T), which permits executions of off-floor member proprietary orders by
unaffiliated members. These rules do not impose restrictions on the types of orders which may be executed
pursuant to the exemptive relief provided. Under the amendment to Rule 36, any orders in a component stock
of a TIR entered for execution on the Exchange from the specialist's post, either by telephone or by means
of a SuperDOT terminal, would have to be routed through a clearing firm's order room and transmitted back
to the Floor for execution without the specialist in the TIR interacting with the order or participating in the
execution in any way.

Market-on-Close/ Limit-At-The-Close Policy/ Pre-Opening Price Indications Policy - Orders in TIRs are not
subject to the Exchange's Market-On-Close (“MOC”)/ Limit-atthe-close (“LOC”) policy concerning order entry
limitations, cancellation of orders during a regulatory halt, imbalance publications, and any other limitations
or procedures with respect to MOC/LOC procedures. A MOC/LOC order in a TIR can be entered at any time
without regard to the limitations of the Exchange's MOC/LOC policies. In addition, the closing price of a TIR
will not be subject to publication of imbalances under the Exchange's MOC/LOC policy.

Similarly, the Exchange's policies regarding mandatory dissemination of pre-opening price indications (other
than ITS pre-opening notifications) in the case of significant order imbalances and potentially large price
dislocation from the prior close would not apply to TIRs. Both the MOC/LOC procedures and the mandatory
pre-opening price indications policy are intended to solicit offsetting contra side interest to minimize price
dislocation. This rationale does not apply in the case of TIRs, which will be priced in relation to the values of
the underlying component securities, regardless of the extent of an order imbalance.

Rule 105(l) - Rule 105(l), which prohibits affiliates of specialist units from acting as a primary market maker
in the option on a specialty security, has been amended to permit such activity with respect to options on a
TIR for affiliates of specialists that have Rule 98 approved procedures in place. The Exchange believes that,
as TIRs are derivatively priced, the conflicts of interest with respect to market making in both the underlying
security and its corresponding option are not present in this case. The Exchange will also permit a Rule 98
affiliate of the TIR specialist to act in a market making capacity (but not as a specialist) in the TIR itself on
another market center.

Rule 98 - Exchange Rule 98 provides that affiliates of a specialist organization can receive an exemption
from certain rules applicable to specialists (principally impacting proprietary trading and investment banking),
provided they establish a system of information barriers between themselves and the affiliated specialist. One
of the conditions for the Rule 98 exemption is that the specialist organization be capitalized separate and
apart from any affiliate. The Exchange has deleted this requirement in the case of a specialist organization
that is registered only in investment company units or TIRs. The Exchange believes that the separate
capitalization requirement is not required in this instance, and that the question of adequacy of capital can be
appropriately addressed by the special allocation committee which will allocate TIRs and investment company
units. However, a specialist organization that is registered only in TIRs or investment company units will
remain subject to the minimum capital requirements specified in Rule 104.20.

Hours of Trading.—Under new Rule 1200, transactions in TIRs may be effected until 4:00 p.m. each business
day.

Other Matters
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Short Sale Rules - Transactions in TIRs will not be subject to “tick” requirements of the short sale rule of the
Commission (Rule 10a-1) or the Exchange (Rule 440B). Short orders must be marked SHORT or SHORT
EXEMPT.

Suitability.—Pursuant to Exchange Rule 405, before a member, member organization, allied member or
employee of such member organization undertakes to recommend a transaction in TIRs, such member
or member organization should make a determination that the TIRs are suitable for such customer. If any
recommendation is made with respect to the TIRs, the person making the recommendation should have
a reasonable basis for believing, at the time of making the recommendation, that the customer has such
knowledge and experience in financial matters that he or she may reasonably be expected to be capable of
evaluating the risks and any special characteristics of the recommended transaction, and is financially able to
bear the risks of the recommended transaction.

Certain Specialist Transactions in TIRs.— Rule 460.10 generally precludes certain business relationships
between an issuer and the specialist in the issuer's securities. Exceptions in the Rule permit specialists in
TIRs to enter into Creation Unit transactions through the Distributor to facilitate the maintenance of a fair
and orderly market. A specialist Creation Unit transaction may only be effected on the same terms and
conditions as any other investor, and only at the net asset value of the TIRs. A specialist may acquire a
position in excess of 10% of the outstanding issue of the TIRs, provided, however, that a specialist registered
in a security issued by an investment company may purchase and redeem the TIRs or securities that can
be subdivided or converted into such TIR, from the investment company as appropriate to facilitate the
maintenance of a fair and orderly market in the subject security.

Trading Halts in TIRs.—In order to halt the trading of a TIR, the Exchange may consider, among other things,
factors such as the extent to which trading is not occurring in underlying security(s); whether trading has
been halted or suspended in the primary market(s) for any combination of underlying stocks accounting for
20% or more of the applicable current portfolio value; and whether other unusual conditions or circumstances
detrimental to the maintenance of a fair and orderly market are present.

Disclosure to Customers.—Under Rule 1200, the Exchange will require its members to provide all purchasers
of newly issued TIRs with a prospectus for that series of TIRs.

Special Allocation Committee.—The Exchange modified the conventional allocation process to provide
that investment company units and TIRs, including HOLDRs traded on UTP basis, be allocated by a
special committee, consisting of the Chairman of the Allocation Committee, the three most senior Floor
broker members of the Allocation Committee, and four members of the Exchange's senior management as
designated by the Chairman of the Exchange. The special committee reviews specialist unit applications and
reaches it allocation decision by majority vote. Any tie vote is decided by the Chairman of the Exchange. The
Allocation Policy specifies that specialist units may meet with the special committee as it may prove helpful to
the committee due to the unique aspects of investment company units and TIRs.

Questions concerning the matters discussed in this Memorandum may be addressed as follows:

General Questions on Trust Issued Receipts:

James F. Duffy              (212) 656-5855

Robert J. McSweeney         (212) 656-6766

Jyoti Bhagavan              (212) 656-5314

Questions on:

Suitability         Mary Anne Furlong (Member Firm Regulation)      212-656-4823
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Specialist Issues   Donald Siemer (Market Surveillance)             212-656-6940

Regina C. Mysliwiec

Senior Vice President

Attachments

EXHIBIT A

Text of the Proposed Rule Change

(New language is underscored; deletions are [bracketed])

NYSE Constitution and Rules

Trading of Trust Issued Receipts

Rule 1200. Rules Of General Applicability.

The rules in this 1200 series (Rules 1200 through 1202) are applicable only to Trust Issued Receipts. Except
to the extent that specific rules in this series govern, or unless context otherwise requires, the provisions of
the Constitution, and all other Exchange Rules and policies shall be applicable to the trading Trust Issued
Receipts on the Exchange. Pursuant to Rule 3 (“Security”), Trust Issued Receipts are included within the
definition of “security” or “securities” as such terms are used in the Constitution and Rules of the Exchange.
(See also Rules 13, 36, 98, 104, 105(l), and 460)

Definitions

The following term as used in this Rule shall, unless the context otherwise requires, have the meaning herein
specified.

Trust Issued Receipts

The term “Trust Issued Receipt” means a security that:

(a) is issued by a trust (“Trust”) which holds specified securities deposited with the Trust;

(b) when aggregated in some specified minimum number may be surrendered to the trust by the beneficial
owner to receive the securities; and

(c) pays beneficial owners dividends and other distributions on the deposited securities, if any are declared
and paid to the trustee by an issuer of the deposited securities.

Supplementary Material:

.10 The Exchange requires that members and member organizations provide to all purchasers of newly
issued Trust Issued Receipts a prospectus for the series of Trust Issued Receipts.

.20 Transactions in Trust Issued Receipts may be effected until 4:00 p.m. each business day.

Rule 1201. Designation

The Exchange may list and trade Trust Issued Receipts based on one or more securities. The Trust Issued
Receipts based on particular securities shall be designated as a separate series and shall be identified by a
unique symbol. The securities that are included in a series of Trust Issued Receipts shall be selected by the
Exchange or its agent, a wholly-owned subsidiary of the Exchange, or by such other person as shall have a
proprietary interest in such Trust Issued Receipts.
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Rule 1202. Initial And Continued Listing

Trust Issued Receipts may be listed and traded on the Exchange subject to the criteria set forth below.

Notwithstanding any other provisions in this Rule to the contrary, a series of Trust Issued Receipts may be
listed or traded pursuant to unlisted trading privileges on the Exchange subject to the criteria set forth below.

(a) Initial Listing — For each Trust, the Exchange will establish a minimum number of Trust Issued Receipts
required to be outstanding at the time of commencement of trading on the Exchange.

(b) Continued Listing — Following the initial twelve month period following formation of a Trust and
commencement of trading on the Exchange, the Exchange will consider the suspension of trading in or
removal from listing of a Trust upon which a series of Trust Issued Receipts is based under any of the
following circumstances:

(i) if the Trust has more than 60 days remaining until termination and there are fewer than 50 record and/or
beneficial holders of Trust Issued Receipts for 30 or more consecutive trading days;

(ii)if the Trust has fewer than 50, 000 receipts issued and outstanding;

(iii) if the market value of all receipts issued and outstanding is less than $1,000,000; or

(iv) if such other event shall occur or condition exists which in the opinion of the Exchange, makes further
dealings on the Exchange inadvisable.

Upon termination of a Trust, the Exchange requires that Trust Issued Receipts issued in connection with
such Trust be removed from Exchange listing. A Trust may terminate in accordance with the provisions of the
Trust prospectus, which may provide for termination if the value of securities in the Trust falls below a specific
amount.

(c) Term — The stated term of the Trust shall be as stated in the Trust prospectus. However, a Trust may be
terminated under such earlier circumstances as may be specified in the Trust prospectus.

(d) Trustee — The requirements of applicable provisions of the Exchange's Listed Company Manual apply.

(e) Voting — Voting rights shall be as set forth in the Trust prospectus.

Supplementary Material:

.10 The Exchange may approve a series of Trust Issued Receipts for listing and trading on the Exchange
pursuant to Rule 19b-4(e) under the Securities Exchange Act of 1934 (“Exchange Act”), provided each of the
Component Securities satisfies the criteria set forth below.

Eligibility Criteria for Component Securities Represented by a series of Trust Issued Receipts:

(i) each Component Security must be registered under Section 12 of the Exchange Act;

(ii) each Component Security must have a minimum public float of at least $150 million;

(iii) each Component Security must be listed on a national securities exchange or traded through the facilities
of Nasdaq and reported as a national market system security;

(iv) each Component Security must have an average daily trading volume of at least 100,000 shared during
the preceding sixty-day trading period;

(v) each Component Security must have an average daily dollar value of shares traded during the preceding
sixty-day trading period of at least $1 million; and

(vi) the most heavily weighted Component Security may not initially represent more than 20% of the overall
value of the Trust Issued Receipt.

.20 The eligibility requirements for Component Securities that are represented by a series of Trust Issued
Receipts and that became part of the Trust Issued Receipt when the security was either: (a) distributed by a
company already included as a Component Security in the series of Trust Issued Receipts; or (b) received
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in exchange for the securities of a company previously included as a Component Security that is no longer
outstanding due to a merger, consolidation, corporate combination or other event, shall be as follows:

(i) the Component Security must be listed on a national securities exchange or traded through the facilities of
Nasdaq as a reported national market system security.

(ii) the Component Security must be registered under Section 12 of the Exchange Act; and

(iii) the Component Security must have a Standard & Poor's Sector Classification that is the same as the
Standard & Poor's Sector Classification represented by the Component Securities included in the Trust
Issued Receipt at the time of the distribution or exchange.

Definitions of Orders

Rule 13

*****

Supplementary Material:

.10 through .20 - No change

.30 Stop and stop limit orders to buy or sell an Investment Company Unit (as defined in Section 703.16 of the
Exchange's Listed Company Manual) or a Trust Issued Receipt (as defined in Rule 1200) shall be elected by
a quotation as set forth below:

(i) a stop order to buy becomes a market order when the bid price in the security is at or above the stop price
after the order is represented in the Trading Crowd;

(ii) a stop order to sell becomes a market order when the offer price in the security is at or below the stop
price after the order is represented in the Trading Crowd;

(iii) a stop limit order to buy becomes a limit order executable at the limit price or at a better price, if
obtainable, when the bid price in the security is at or above the stop price after the order is represented in the
Trading Crowd;

(iv) a stop limit order to sell becomes a limit order executable at the limit price or at a better price, if
obtainable, when the offer price in the security is at or below the stop price after the order is represented in
the Trading Crowd; and

(iv) if, in any situation covered by paragraphs (i) through (ii) above, the bid or offer that would elect a stop
or stop limit order is more than 0.10 points away from the last sale and is made for the specialist's dealer
account, such stop or stop limit order shall be elected only if the specialist obtains the prior approval of a
Floor Official.

Rule 36 Communications Between Exchange and Members' Offices

*****

.30 Specialist Post Wires - With the approval of the Exchange, a specialist unit may maintain a telephone
line at its stock trading post location to the off-Floor offices of the specialist unit or the unit's clearing firm.
Such telephone connection shall not be used for the purpose of transmitting to the Floor orders for the
purchase or sale of securities, but may be used to enter options or futures hedging orders through the
unit's off-Floor office or the unit's clearing firm, or through a member (on the floor) of an options or futures
exchange. In addition, a specialist registered in an Investment Company Unit (as defined in Section 703.16
of the Listed Company Manual), or a Trust Issued Receipt (the “receipt”) as that term is defined in Rule 1200
may use a telephone connection or order entry terminal at the specialist's post to enter a proprietary order in
the Unit or receipt in another market center, in a [c] Component [s] Security of such a Unit or receipt, or in an
options or futures contract related to such Unit or receipt, and may use the post telephone to obtain market
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information with respect to such Units, receipts, options, futures, or [c] Component [s] Securities. If the order
in the [c] Component [s] Security of the Unit or receipt is to be executed on the Exchange, the order must
be entered and executed in compliance with Exchange Rule 112.20 and SEC Rule 11a2-2(T), and must be
entered only for the purpose of hedging a position in the Unit or receipt.

Rule 98 Guidelines for Approved Persons Associated with a Specialist's Member
Organization

*****

(vii) Capital Requirements Met Separately. If the approved person is a member organization of the Exchange,
such approved person should at all times meet all applicable financial requirements imposed by the
Exchange or the Securities and Exchange Commission separately from the associated specialist member
organization. If the approved person is not a member organization of the Exchange, but is a broker-dealer,
such approved person should at all times meet all applicable financial requirements imposed by Securities
and Exchange Commission Rule 15c3-1 separately from the associated specialist member organization.
Each specialist associated with such specialist member organization should at all times meet all applicable
financial requirements imposed by any Exchange Rule separately from the approved person. The specialist
member organization's capital must be dedicated exclusively to specializing activities, and must not be at risk
for any liabilities of the approved person. This paragraph shall not apply to a specialist member organization
that is registered as a specialist solely in Investment Company Units (as defined in paragraph 703.16 of
the Listed Company Manual) or a Trust Issued Receipt (as defined in Rule 1200). However, such specialist
member organization will remain subject to the minimum capital requirements specified in Rule 104.20.

Dealings by Specialists

Rule 104

*****

Supplementary Material:

Functions of Specialists

*****

.10 Regular specialists.-Any member who expects to act regularly as specialist in any listed stock and to
solicit orders therein must be registered as a regular specialist.

(1) through (7) — No Change

*****

(8) The requirement to obtain Floor Official approval for transactions for a specialist's own account contained
in subparagraphs (5)(i)(A), (B) and (6)(i)(A) above shall not apply to transactions effected for the purpose
of bringing the price of an investment company unit (the “unit”) as that term is defined in Section 703.16 of
the Listed Company Manual, or a Trust Issued Receipt (the “receipt”) as that term is defined in Rule 1200
into parity with the value of the index on which the unit is based, with the net asset value of the securities
comprising the unit or the receipt, or with a futures contract on the value of the index on which the unit is
based. Nevertheless such transactions must be effected in a manner that is consistent with the maintenance
of a fair and orderly market and with the other requirements of this rule and the supplementary material
herein.

(9) and (10) - No change

Supplementary Material:

.20 Regular specialists.
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(1) through (4) — No change

(5) With respect to any Investment Company Unit (as defined in paragraph 703.16 of the Listed Company
Manual) or a Trust Issued Receipt, a member registered as a regular specialist at an active post shall
maintain net liquid assets equivalent to $500,000 for each such security in which the specialist is registered.

Current numbers (5) through (7) renumbered (6) through (8)

.21 Concentration Measure Requirements

(i) through (v) — No change

(vi) $500, 000 for each specialist security that is an Investment Company Unit (as defined in paragraph
703.16 of the Listed Company Manual) or a Trust Issued Receipt.

Guidelines for Specialists' Specialty Stock Option Transactions Pursuant to Rule 105

(a) through (k) — No change

*****

(l) Specialist Shall Not Be Options Market-Maker

(i) Except as provided below, no equity specialist, his member organization, other member, allied member or
approved person in such member organization or officer or employee thereof shall act as an options market-
maker or option specialist, or function in any capacity involving market-making responsibilities, in any option
as to which the underlying security is a stock in which the specialist is registered as such.

(ii) Notwithstanding the above, an approved person of an equity specialist entitled to an exemption from this
rule under Rule 98 may act as a competitive market maker, competitive options trader, registered options
trader, or as a specialist or market maker in any option as to which the underlying security is a stock in which
the associated specialist is registered as such; provided, however, that if an approved person is so acting as
an options market maker pursuant to this paragraph, neither that approved person, nor any other approved
person of the specialist, may act as a market maker in any equity security in which the associated specialist is
registered as such and which underlies an option as to which the approved person acts as an options market
maker.

(iii) Notwithstanding the above, an approved person of an equity specialist entitled to an exemption from
this rule under Rule 98 may act in a market making capacity other than as a specialist in any Investment
Company Unit (as defined in paragraph 703.16 of the Listed Company Manual) or a Trust Issued Receipt (as
defined in Rule 1200) on another market center, and may act as a specialist or in any other market making
capacity in any option as to which the underlying security is such an Investment Company Unit or Trust
Issued Receipt in which the associated specialist is registered as such on the Exchange.

Specialists Participating in Contests

Rule 460

*****

Supplementary Material:

.10 Control relationships-Business transactions-Finder's Fees-No specialist or his member organization
or any other member, allied member or approved person in such member organization or officer or employee
thereof, individually or in the aggregate shall acquire directly or indirectly the beneficial ownership of more
than 10% of the outstanding shares of any equity security in which the specialist is registered, unless such
security is (i) a convertible or derivative security, American Depositary Receipt, Global Depositary Receipt,
or similar instrument, the conversion of which into common stock of the issuer would not result in a position
in the common stock exceeding the 10% threshold; (ii) an investment company unit or Trust Issued Receipt,
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the redemption of which would not result in a position, directly or indirectly, in any equity security in which
the specialist is registered exceeding the 10% threshold; or (iii) a security such as a currency warrant which
trades in relationship to the value of that underlying currency or a security such as an index warrant which
trades in relationship to the value of that underlying index. With respect to the securities specified in (iii), the
specialist must obtain the permission of the Exchange to exceed the 10% threshold, and in no event may the
specialist acquire directly or indirectly the beneficial ownership of more than 25% of the issue. This provision
applies regardless of whether the beneficial ownership is acquired for investment, trading, or any other
purpose. If the beneficial ownership of any or all of such persons reaches or exceeds 5% of the outstanding
shares of any such security, the specialist or his organization shall promptly report this fact to the Market
Surveillance Division. Any such person shall, at the request of the Market Surveillance Division, promptly
take appropriate action either to dispose of such beneficial ownership or reduce or eliminate his interest in the
specialist organization, as may be acceptable to the Exchange. No specialist or his member organization or
any other member, allied member or approved person in such member organization or officer or employee
thereof shall engage in any business transaction (including loans, etc.) with any company in whose stock
the specialist is registered, or accept a finder's fee from such company; provided, however, that a specialist
registered in a security issued by an investment company may purchase and redeem the listed security,
or securities that can be subdivided or converted into the listed security, from the issuer as appropriate to
facilitate the maintenance of a fair and orderly market in the subject security. This prohibition on business
transactions shall not apply, however, to the receipt of routine business services, goods, materials, or
insurance, on terms that would be generally available.

.11 Definition of an Investment Company Unit-The term “Investment Company Unit” in paragraph .10 above
shall be the same as that in Section 703.16 of the Listed Company Manual.

.12 Definition of a Trust Issued Receipt-The term “Trust Issued Receipt” in paragraph .10 above shall be the
same as that in Rule 1200.

CHANGE TO THE LISTED COMPANY MANUAL

703.20 Trust Issued Receipts

Exchange Rules 1200 through 1202 govern listing and trading Trust Issued Receipts on the Exchange.

*****

Policy for Allocation of Exchange-Traded Funds Admitted to Trading on the Exchange on an
Unlisted Trading Privileges Basis

[Exchange-Traded funds (“ETFs”)] Investment Company Units (as defined in paragraph 703.16 of the Listed
Company Manual) and Trust Issued Receipts (as defined in Exchange Rule 1200) (collectively known as
Exchange-Traded Funds) (“ETFs”) admitted to trading on the Exchange on an unlisted trading privileges
basis shall be allocated pursuant to this Policy rather than the Exchange's policy for allocating securities to be
listed on the Exchange.

ETFs shall be allocated by a special committee consisting of the Chairman of the Allocation Committee, the
three most senior Floor broker members of the Allocation Committee, and four members of the Exchange's
senior management as designated by the Chairman of the Exchange. This committee shall solicit allocation
applications from interested specialist units, and shall review the same performance and disciplinary material
with respect to specialist unit applicants as would be reviewed by the Allocation Committee in allocating
listed stocks. The committee shall reach its decisions by majority vote with any tie votes being decided by the
Chairman of the Exchange. Specialist unit applicants may appear before the committee.

Special Criteria

In their allocation applications, specialist units must demonstrate:
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(a) an understanding of the trading characteristics of ETFs;

(b) expertise in the trading of derivatively-priced instruments;

(c) ability and willingness to engage in hedging activity as appropriate;

(d) knowledge of other markets in which the ETF to be allocated trades;

(e) willingness to provide financial and other support to Exchange marketing and educational initiatives with
respect to the ETF to be allocated.

Allocation Freeze Policy

The Allocation Freeze Policy as stated in the Allocation Policy for listed stocks shall apply.

Prohibition on Functioning as Specialist in ETF and Specialist in any Component Security of
the ETF

No specialist member organization may apply to be allocated an ETF if it is registered as specialist in any
security which is a component of the ETF. A specialist member organization which is registered as specialist
in a component stock of an ETF may establish a separate member organization which may apply to be the
specialist in an ETF. The approved persons of such ETF specialist member organization must obtain an
exemption from specified specialist rules pursuant to Rule 98.

If, subsequent to an ETF being allocated to a specialist member organization, a security in which the
specialist member organization is registered as specialist becomes a component security of such ETF, the
specialist organization must (i) withdraw its registration as specialist in the security which is a component of
the ETF; (ii) withdraw its registration as specialist in the ETF; or (iii) establish a separate specialist member
organization, which will be registered as specialist in the ETF and whose approved persons have received an
exemption from specified specialist rules pursuant to Rule 98.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
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Footnotes

1  However, the Exchange's rules relating to odd lot executions will not apply, because Trust Issued
Receipts are traded only in round lots or round lot multiples. Additionally, the Exchange understands
that the Commission has provided an exemption from the short sale rule, Rule 10a-1 under the Act, 17
CFR 240.10a-1, for transactions in securities issued under the HOLDRs program. (See "Other Matters"
section at end of this Information Memo for more details on short sale exemption.)

2  The text of these rule changes is attached as Exhibit A.
3  Rule 36.30 already allows specialists to have telephone lines to the floor of an options or futures

exchange for the purpose of entering hedging orders.
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April 15, 2002

   New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

Market Surveillance

NYSE

ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: TRADING OF ADDITIONAL INVESTMENT COMPANY UNITS (EXCHANGE-TRADED FUNDS)

Trading in ten additional Investment Company Units (ICUs), a type of Exchange-Traded Fund (“ETF”), is
scheduled to begin on the NYSE on April 15, 2002 on an unlisted trading privileges (“UTP”) basis. They
are MidCap SPDRs (MDY) and the following nine Select Sector SPDRs: Basic Industries (XLB), Consumer
Services (XLV), Consumer Staples (XLP), Cyclical/Transportation (XLY), Energy (XLE), Financial (XLF),
Industrial (XLI), Technology (XLK), and Utilities (XLU). This adds to the existing list of ICUs the NYSE began
trading on a UTP basis on July 31, 2001. Those were QQQ, SPY, and DIA.

The Information Memo issued on July 31, 2001, Number 01-20, which discussed rules and policies applicable
to trading ICUs will apply in its entirety to the ten additional ICUs, except as noted below. That memo is
available on the NYSE website under http://www.nyse.com/regulation/regulation.html.

Exemption from Prospectus Delivery Requirement For MidCap SPDRs

Paragraph (b) of NYSE Rule 1100 - Provision of Prospectus and Written Description - states therein that
“This paragraph shall apply only to a series of Investment Company Units as to which the sponsor or other
appropriate party has obtained an exemption from Section 24(d) of the Investment Company Act.” MDY is an
ICU as to which the exemption from Section 24(d) has been obtained. In this connection, note that the written
description or circular (also referred to as a “product description”) approved by the exchange on which these
ETFs are listed will be acceptable to the NYSE for purposes of Rule 1100(b).

Prospectus Delivery Required for Select Sector SPDRs

Due to the nature of the Select Sector SPDRs (listed above), including the fact that they can be created
and issued on an ongoing basis, the prospectus delivery requirements of the Federal securities laws must
be satisfied in connection with each purchase of these securities as they did not obtain the Section 24(d)
exemption discussed above.

Accordingly, an investor must receive a prospectus prior to or concurrently with the confirmation of a
transaction in the Select Sector SPDRs.

Questions concerning the matters discussed in this Memorandum may be addressed to James F. Duffy on
(212) 656-5855.

Regina C. Mysliwiec
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Senior Vice President
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April 12, 2002

   New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005

Member Firm Regulation

NYSE

ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ANTI-MONEY LAUNDERING COMPLIANCE PROGRAM REQUIREMENTS

On October 26, 2001, President Bush signed into law the USA PATRIOT Act (the “Act”) which amends,
among other laws, the Bank Secrecy Act as set forth in Title 31 of the United States Code. The Act expands

government powers to fight the war on terrorism and requires that financial institutions 1  , including broker-
dealers, implement policies and procedures to that end.

Title III of the Act, separately known as the International Money Laundering Abatement and Anti-Terrorist
Financing Act of 2001 (“MLAA”), focuses on the requirement that financial institutions establish anti-money
laundering monitoring and supervisory systems. Specifically, MLAA Section 352 requires each financial
institution to establish Anti-Money Laundering Programs by April 24, 2002 that include, at minimum:

• the development of internal policies, procedures, and controls;

• the designation of a compliance officer;

• an ongoing employee training program; and

• an independent audit function to test programs.

Given the time-sensitive nature of this, and other federal requirements outlined in the MLAA, members and
member organizations are advised to review their existing anti-money laundering policies and procedures and
to become familiar with pending federal requirements in this regard as soon as practicable.

Proposed New Rule 445

Proposed new NYSE Rule 445 (“Anti-Money Laundering Compliance Program”) has been filed with the

SEC for approval 2  . Though not yet approved, it incorporates and references existing and pending federal
requirements regarding anti-money laundering procedures.

The Exchange will issue an Information Memo in conjunction with approval of Rule 445 that will address the
Rule's specific requirements as well as the federal requirements referenced.

Questions regarding this Memo may be directed to Stephen A. Kasprzak at (212) 656-5226.

Salvatore Pallante

Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Footnotes

1  As defined in 31 U.S.C. 5312(a)(2).
2  File No. SR-NYSE-2002-10 [Federal Register Release No. 34-45487.—Vol. 67, No. 45 / Thursday,

March 7, 2002].
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April 1, 2002

   New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

Market Surveillance

NYSE

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW RULE 80A COLLARS AND RULE 80B CIRCUIT BREAKER LEVELS FOR SECOND
QUARTER 2002

EFFECTIVE APRIL 1, 2002 through JUNE 30, 2002

• Rule 80A restrictions on index arbitrage trading in component stocks of the S&P 500 Stock Price Index sm *  

will be imposed when the Dow Jones Industrial Average sm **   (“DJIA”) is above or below its closing value on
the previous trading day by:

210 points or more

• Rule 80A restrictions will be removed when the DJIA is above or below its closing value on the previous
trading day by:

100 points or less

•Index arbitrage order entry restrictions will be re-imposed each time the DJIA advances or declines 210
points from the prior day's close.

• Rule 80B trading halts will be triggered when the DJIA declines below its closing value on the previous
trading day by:

1050 points (Level 1)

2100 points (Level 2)

3150 points (Level 3)

(over)

Rule 80A

Whenever Rule 80A collars are in effect due to a decline in the DJIA, all index arbitrage orders to sell any
component stock of the S & P 500 Stock Price Index must be marked “sell plus”; and whenever the collars
are in effect due to an advance in the DJIA, all index arbitrage orders to buy must be marked “buy minus”.

Rule 80B

Whenever a Rule 80B circuit breaker is in effect, trading in all stocks on the Exchange will halt for the time
periods specified below.
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Level 1 Halt

a) before 2:00 p.m..—one hour;

b) at 2:00 p.m. or later but before 2:30 p.m..—30 minutes;

c) at 2:30 p.m. or later.—trading shall continue, unless there is a Level 2 Halt.

Level 2 Halt

a) before 1:00 p.m..—two hours;

b) at 1:00 p.m. or later but before 2:00 p.m..—one hour;

c) at 2:00 p.m. or later.—trading shall halt and not resume for the remainder of the day.

Level 3 Halt

at any time.—trading shall halt and not resume for the remainder of the day.

A complete discussion of the calculation of trigger values for Rule 80A and Rule 80B was published in
Information Memo No. 99-8, dated February 12, 1999 and Information Memo No. 98-15, dated April 13, 1998,
respectively.

Questions concerning these matters may be addressed to Brian McNamara at (212) 656-7086 or Donald
Siemer at (212) 656-6940.

Regina C. Mysliwiec

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

*  "Standard & Poor's 500 Stock Price Index" is a service mark of Standard & Poor's Corporation.
**  "Dow Jones Industrial Average" is a service mark of Dow Jones & Company, Inc.
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March 14, 2002

   New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

NYSE

Market Surveillance

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENT TO RULE 902

Exchange Rule 902 (Off-Hours Trading Orders) currently allows coupled orders to buy and sell the same

amount of the same security to be entered into Crossing Session I 1  . Moreover, Rule 902 provides that
coupled orders cannot be entered into Crossing Session I if each side of the coupled order is for the account
of a member or member organization. The only exception currently provided for in Rule 902 is a situation
in which a member or member organization and a specialist member organization enter a coupled order in
a stock, which has the effect of offsetting all or a part of any market-onclose imbalance that existed in such
stock prior to the official closing of the 9:30 a.m. to 4:00 p.m. trading session.

An additional exception has been added in Rule 902 to permit a coupled order to be submitted in Crossing
Session I to address situations where a member or member organization wishes to close out an error at the
closing price on the Exchange, and the specialist has agreed to take the other side of the trade. Both parties
to the coupled order would be required to maintain a specific written record that the purpose of the coupled
order was to close out an error.

This procedure is a limited exception available only to facilitate timely resolution of errors and may not be
used for any other purpose.

Rule 902 as amended is attached.

Questions concerning Rule 902 or the contents of this memorandum may be addressed to Donald Siemer
(212) 656-6940 or Jeffrey Rosenstrock (212) 656-5499.

Regina C. Mysliwiec

Senior Vice President

Attachments

Additions underscored

Off - Hours Trading Orders

Entry of Orders

Closing-Price Orders

Rule 902 (a)(i) Subject to Rule 906 (Impact of Trading Halts on Off-Hours Trading), a member or member
organization may enter into the Off-Hours Trading Facility a closing-price order at such times as the
Exchange may specify.
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Closing-Price Coupled Orders

(ii)(A) Subject to Rule 906, a member or member organization may enter into the Off-Hours Trading Facility a
closing-price order to buy coupled with a closing-price order to sell the same quantity of the same security for
execution against each other. However, except for those orders defined in paragraph s (ii)(B) and (C) of this
rule, a member or member organization may not so enter such coupled orders if both such orders are for an
account in which any member or member organization, or any “associated party” (as paragraph (b)(ii) of Rule
800 (Basket Trading: Applicability and Definitions) defines that term), has a direct or indirect interest.

(B) A member or member organization may enter a closing-price order to buy (sell) a security for the account
of the specialist registered in such security coupled with a closing price order to sell (buy) for the account of
any member or member organization which has agreed to offset all or part of any market-on-close imbalance
that existed in the stock prior to the official closing of the 9:30 a.m. to 4:00 p.m. trading session.

(C) A member or member organization may enter a closing price order to buy (sell) a security for the account
of the specialist registered in such security coupled with a closing price order to sell (buy) for the account
of any member or member organization where such member or member organization is acting to offset a
transaction made in error. Both parties to the closing price transaction must maintain a specific written record
that the purpose of the coupled order was to close out an error.

*************

No change (b) through (g)

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  In Crossing Session I (4:15 p.m. to 5:00 p.m.) members and member organizations may enter orders in
NYSE listed stocks to be executed at the closing price for the stock in the regular 9:30 a.m. to 4:00 p.m.
trading session.
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March 6, 2002

   New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

NYSE

Market Surveillance

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENT OF PARAGRAPH (L) OF THE GUIDELINES TO EXCHANGE RULE 105
(SPECIALISTS' SPECIALTY STOCK OPTION TRANSACTIONS)

The Securities and Exchange Commission has approved amendment of paragraph (l) of the Guidelines to
Exchange Rule 105 (“ Rule 105(l)”) (Specialists' Specialty Stock Option Transactions). The amended rule is
attached as Exhibit A. The amendment permits an approved person of a specialist to act as a primary market
maker or specialist with respect to an option on a specialty stock, provided all the requirements of the Rule 98
exemptive program are met.

Prior to this amendment, under Exchange Rule 105(l) an “approved person” (i.e., an affiliate in a control
relationship) of a specialist organization was permitted to act only as a secondary market maker in a specialty
stock option, if the approved person established a system of internal controls and information barriers
pursuant to Exchange Rule 98. Rule 98 requires formal organizational separation between the approved
person and the associated specialist organization and confidential treatment of information relating to the
operations of each organization.

The amendment of Rule 105(l) permits an approved person of a specialist to act as a primary market maker
or specialist with respect to an option on a specialty stock, provided all requirements of the Rule 98 exemptive
program are met. Thus, among other matters, the approved person must:

(i) conduct its operations in a legal entity that is separate and distinct from the NYSE equity specialist;

(ii) maintain separate and distinct books and records and its own, separately dedicated capital;

(iii) maintain strict information barriers between itself and the affiliated NYSE equity specialist regarding
trading and position information;

(iv) conduct its day to day business with its own staff; and

(v) make all trading decisions independent of the NYSE equity specialist.

The Exchange believes that these safeguards are sufficient to address potential conflict of interest problems,
while ensuring that the separate entities remain subject to meaningful functional regulation.

Questions concerning the subject matter of this Information Memo may be addressed to Brian McNamara at
(212) 656-7086 or Donald Siemer at (212) 656-6940.

Regina C. Mysliwiec

Senior Vice President

Attachments
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EXHIBIT A

Additions underscored

Deletions [bracketed]

Guidelines for Specialists' Specialty Stock Option Transactions Pursuant to Rule 105

(a) through (k) — No change

********

(l) Specialist Shall Not Be Options Market-Maker

(i) Except as provided below, no equity specialist, his member organization, other member, allied member or
approved person in such member organization or officer or employee thereof shall act as an options market-
maker or option specialist, or function in any capacity involving market-making responsibilities, in any option
as to which the underlying security is a stock in which the specialist is registered as such.

(ii) Notwithstanding the above, an approved person of an equity specialist entitled to an exemption from this
rule under Rule 98 may act as a competitive market maker, competitive options trader, registered options
trader, or as a specialist or market maker [in a similar non-primary market-making capacity] in any option as
to which the underlying security is a stock in which the associated specialist is registered as such; provided,
however, that if an approved person is so acting as an options market maker pursuant to this paragraph,
neither that approved person, nor any other approved person of the specialist, may act as a market maker in
any equity security in which the associated specialist is registered as such and which underlies an option as
to which the approved person acts as an options market maker.

(iii) Notwithstanding the above, an approved person of an equity specialist entitled to an exemption from
this rule under Rule 98 may act in a market making capacity other than as a specialist in any Investment
Company Unit (as defined in paragraph 703.16 of the Listed Company Manual) on another market center,
and may act as a specialist or in any other market making capacity in any option as to which the underlying
security is such an Investment Company Unit in which the associated specialist is registered as such on the
Exchange.
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March 5, 2002

   New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005

NYSE

Member Firm Regulation

ATTENTION: FLOOR MEMBERS, CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, COMPLIANCE
AND LEGAL DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: RULE 134.40 - REPORTING PROFITABLE ERROR TRANSACTIONS

The Securities and Exchange Commission has recently approved 1   amendments to Rule 134 (Differences

and Omissions.—Cleared Transactions (“QTs”)) 2  . The amendments, effective February 4, 2002 3  , include
the addition of .40 to the Rule's Supplementary Material. Rule 134.40 requires that:

“[e]very member not associated with a member organization, and every member associated with a member
organization which derives at least 75% of its revenue from floor brokerage based on execution of orders
on the Floor shall report to the Exchange error transactions in such member's or his or her member
organization's account which result in a profit of more than $500 for any transaction, or for more than $3,000
in any calendar week. Such reports shall contain a detailed record of the errors and liquidating transaction.”

In order to facilitate compliance with Rule 134.40, the Exchange has developed a filing format (see attached
Exhibit A) for use in reporting profitable error transactions through the NYSE's Electronic Filing Platform
(“EFP”). Reports pursuant to Rule 134.40 are due, along with members' and member organizations' quarterly
FOCUS Report, by the seventeenth business day following the end of each calendar quarter.

All current users of the FOCUS system via EFP will have access to the Rule 134.40 filing format effective
April 1, 2002. Registration of additional users requires contacting the SIAC Enterprise Service Center at (212)
383-2062.

The SIAC Enterprise Service Center should also be contacted for additional information regarding technical
issues in connection with the filing format or its transmission. Nontechnical questions should be directed to
your Finance Coordinator.

Salvatore Pallante

Executive Vice President

Attachments

EXHIBIT A

BROKER OR DEALER

              as of 
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                       ERROR ACCOUNT INFORMATION

NYSE Rule 134.40 requires every member not associated with a member organization,

and every member associated with a member organization which derives at least 75% of

its total revenue from floor brokerage based on execution of orders on the NYSE floor

to report to the Exchange profitable error transactions in such member's or his or her

member organization's account which result in a profit or more than $500 for any

transaction, or for more than $3,000 in any calendar week.

Were there any reportable profitable error transactions, as defined above, since the

last filing of the Focus Report?

CHECK ONE:

       YES

       NO

If yes, please provide the following information on the errors.

                        MARKET       DATE

DATE OF   SECURITY    VALUE (OMIT    ERROR        PROFIT       ERROR    BADGE
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 ERROR     SYMBOL      PENNIES)     COVERED   (OMIT PENNIES)   CODE     NUMBER

          

            $

    

          $

                

         

      

          

            $

    

          $
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            $

    

          $

                

         

      

          

            $

    

          $

                

         

      

          

            $
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          $

                

         

      

          

            $

    

          $

                

         

      

          

            $

    

          $
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            $

    

          $

                

         

      

          

            $

    

          $
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            $

    

          $

                

         

      

ERROR CODE:     DESCRIPTION

   1            WRONG PRICE   (E.G. Any buy limit, below sell limit, etc.)

   2            WRONG INSTRUCTION

   3            MISSED MARKET

   4            WRONG SIZE

   5            WRONG STOCK

   6            DUPLICATION

   7            WRONG SIDE

   8            ERRONEOUS REPORTS TO NON-MEMBERS
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   9            OTHER

NOTE: The above details are solely for reporting profitable errors to the Exchange.

You are still required to maintain an accurate and complete record of all errors

in accordance with 

Rule 134. The badge number reported represents the actual broker

who committed the error.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Footnotes

1  See SR-NYSE-99-25, approved by SEA Release No. 44769 (September 6, 2001), 66 FR 47710
(September 13, 2001).

2  See NYSE Information Memo Number 01-38 dated November 6, 2001.
3  See NYSE Information Memo Number 02-03 dated January 7, 2002.
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March 5, 2002

   New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005

NYSE

Member Firm Regulation

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER AND CHIEF FINANCIAL OFFICER/
PARTNER AND REGULATORY REPORTING DEPT.

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: UPDATE REGARDING SECTION 31 TRANSACTION FEES

Notice of Rate Change

The Securities and Exchange Commission (the “SEC” or “Commission”) in its Release No. 34-45489, dated
March 1, 2002, has issued an order under the “Investor and Capital Markets Fee Relief Act,” (the “Fee Relief
Act”) making a fiscal 2002 mid-year adjustment to the fee rate applicable under Sections 31(b) and (c) of the
Securities Exchange Act of 1934. Effective April 1, 2002, the revised Section 31 transaction fee rate will be
increased to $30.10 per million of the aggregate dollar amount of sales of securities on a national securities
exchange and association. The first report (Form 120-A) reflecting the new rate is due at the NYSE on May
10, 2002.

A copy of the Commission's order and calculation methodology is available at http://www.sec.gov/rules/
other/34-45489.htm.

Previously, the Fee Relief Act fee rate applicable under Section 31 was $15 per $1,000,000 of the aggregate
dollar amount of sales of securities which became effective December 28, 2001. See Information Memo Nos.
01-50 and 01-51, dated December 27, 2001 and December 28, 2001, respectively.

Exemption for Options and Futures on Narrowbased Security Indexes

Information Memo No. 01-51 stated that the SEC staff had advised that Section 31 fees will no longer apply
to sales of options on securities indexes (other than narrow-based security indexes as defined in Section
3(a)(55)(B) of the Securities Exchange Act of 1934).

Subsequently, the SEC in its Release No. 34-45371, dated February 1, 2002 exempted options on narrow-
based security indexes and futures on narrow-based security indexes from the fee and assessment
requirements of Section 31.

The Release indicated that in light of the very low amount of Section 31 fees currently collected on options
on narrow-based security indexes, the Commission is granting the exemption for options on such indexes to
relieve certain national securities exchanges of the burden of having to calculate whether an index is narrow-
based or broad-based. The Commission is granting the exemption for futures on narrow-based security
indexes to promote a level playing field between options and futures.

Please contact your Finance Coordinator with any questions you may have regarding this memorandum.
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Salvatore Pallante

Executive Vice President
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February 25, 2002

   New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

NYSE

Market Surveillance

ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENT TO EXCHANGE RULE 440H (TRANSACTION FEES)

The Securities and Exchange Commission has approved amendment of Exchange Rule 440H (Transaction
Fees). The amended rule is attached as Exhibit A. The Exchange has amended the references to current fee
amounts in Rule 440H in order to conform it with Congress' recent amendment to Section 31 of the Securities
Exchange Act of 1934 (the “Act”), as discussed below.

Background

Section 31 of the Act has required the remittance of a fee to the Securities and Exchange Commission (“the
Commission or the SEC”) of 1/300 of one percent of the aggregate dollar amount of the sales of securities.
Excluded from this requirement is the sale of any bonds, debentures, or other evidences of indebtedness and
any sale or class of sales of securities which the SEC may, by rule, exempt from the imposition of this fee.

Congress recently passed the “Investor and Capital Markets Relief Act” (“ICMRA”) which amends Section
31 of the Act of 1934. The ICMRA will serve to reduce the fee to $15 per $1,000,000 of the aggregate dollar
amount of the sale of securities. The ICMRA provides that the SEC will, twice yearly, determine the amount of
any future changes in the fee.

The Exchange has amended the references to current fee amounts in Rule 440H in order to comply with the
ICMRA.

Questions concerning the subject matter of this Information Memo may be addressed to Donald Siemer at
(212) 656-6940 or Jeff Rosenstrock at (212) 656-5499.

Regina C. Mysliwiec

Senior Vice President

Attachments

Exhibit A

Additions underscored

Deletions [bracketed]

Rule 440H Transaction Fees
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Supplementary Material:

Report on Form 120-A

.10 Statutory background.- Section 31 of the Securities Exchange Act of 1934, as amended, requires that
every national securities exchange each year pay to the Securities and Exchange Commission (“SEC”) [a fee
1/300th of one per centum of] such sum as is required by Section 31 based on the aggregate dollar amount
of the sales of securities (other than bonds, debentures and other evidences of indebtedness and any sale or
any class of sales of securities which the SEC may, by rule, exempt from the imposition of the fee) transacted
during the preceding year on such exchange.

The Exchange has issued the following directions:

(1) Each member and each member organization engaged in clearing or settling transactions effected upon
the Exchange shall maintain a daily record of the aggregate dollar amount of the sales of securities made
upon the Exchange and cleared or settled by him or it. The amount of money shall be computed upon the
actual sales price, disregarding commissions and taxes. Blotter dates shall be used throughout. All sales
of securities on the Exchange shall be included, other than bonds, debentures and other evidences of
indebtedness and any sale or any class of securities which the SEC may, by rule, exempt from the imposition
of the fee which the SEC imposes upon the Exchange under Section 31 of the Securities Exchange Act
of 1934. Odd-lot dealers shall record both the round lots and the odd lots which they sell on the Exchange
Floor. If a member or member organization clears and settles a transaction for a member or member
organization which in turn clears it for another principal, only the member or the member organization settling
the transaction shall include the transaction in its record kept pursuant to this paragraph. Monthly reports
(Form 120-A) of the daily totals above referred to shall be submitted to the Exchange in the manner described
below.

(2) Each such reporting member or member organization shall pay to the Exchange as a “Transaction Fee”
a sum [equal to one cent for each $300 or fraction thereof of the] equal to the dollar amount as prescribed in
Section 31 of the Securities Exchange Act of 1934 based on the total aggregate dollar sales volume reported
monthly on Form 120-A. Such transactions as may from time to time be required to be reported on Form 120-
A are hereinafter referred to as “ 120-A Transactions”. The total amount payable as shown on the Form 120-A
report shall be due and payable monthly, on such date each month as the Exchange's Rule 440 shall require
the Form 120-A referred to therein to be filed with the Exchange, and payment of such charge, if any, as shall
be due with respect to 120-A Transactions in a month shall be and hereby is required to accompany the Form
120-A filed with respect to such month.

At or before 10:30 a.m. on the 10th day of each month each member and each member organization required
to report shall submit to the Treasurer's Department a report on Form 120-A showing with respect to 120-A
Transactions settled during the preceding month; aggregate dollar sales volume; the Transaction Fee due
thereon; number of shares of stock; number of warrants and number of rights to subscribe.

Members, and member organizations which cease the clearing and settling of security transactions shall
promptly render reports for any interim period resulting from such cessation and shall promptly pay any sum
due under the above directions.
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February 8, 2002

   New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005

NYSE

Member Firm Regulation

ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, CREDIT AND MARGIN
DEPARTMENTS, COMPLIANCE AND LEGAL DEPARTMENTS

TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW PC BASED MARGIN EXTENSION SYSTEM AND NEW PROCEDURES AFFECTING
MARGIN EXTENSIONS

The New York Stock Exchange (“the Exchange”) is upgrading its PC Margin application for the submission of
margin extension requests, effective March 1, 2002. This upgrade includes the replacement of the PC MEX
application with the Internet based NYSE Electronic Filing Platform (EFP). The new margin application will
provide real-time reporting via the EFP system instead of overnight reporting. Member organization personnel
will be able to view the status of extensions filed with the Exchange within one hour of transmission, and to
correct data previously submitted within certain parameters.

It is essential that all member organizations that submit extensions currently, especially those using a DOS-
based PC application, provide the SIAC Service Center ((212) 383-2062) with the name, current telephone
number and e-mail address of the Margin Manager. Upon receipt of this information, the member organization
will be contacted by the SIAC Service Center with further instructions.

Member organizations that are currently submitting extensions via CPU to CPU to SIAC will have the option
of reporting through the EFP MEX application. We encourage all member organizations to submit their
extension requests through the new application. CPU users should discuss both options with the SIAC
Service Center to determine the appropriate election.

In addition, the following new procedures will also be effective March 1, 2002 for all member organizations:

1) The new margin system will automatically deny margin extension requests not received on the appropriate
due date in accordance with applicable regulations. If a member organization is having transmission
difficulties, the Credit Regulation Department should be notified immediately.

2) Margin extension requests without a tax identification number or an “F” designation for foreign accounts
will be automatically denied by the system. The tax identification number must be obtained by the member
organization prior to filing the margin extension.

3) The new margin system will automatically deny extension requests with the “New Issue” designation if the
settlement date exceeds the standard three business days. Member organizations will be required to notify
the Credit Regulation Department prior to reporting if the settlement date for the new issue exceeds the
standard three-business day cycle.

4) Requests for removal of previously approved margin extensions will only be considered if submitted in
writing with supporting documentation. Member organizations are reminded that the Exchange may grant
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extensions of time to a member organization when the Exchange is satisfied that the member organization is
acting in good faith in making such request.

It is imperative that member organizations notify their Finance Coordinator at the Exchange of any
organizational changes which may affect the filing of margin extensions, e.g., planned mergers or acquisitions
involving two clearing member organizations.

For additional information on technical issues regarding the EFP MEX application, please contact the SIAC
Service Center at 212-383-2062.

Inquiries regarding this memo should be directed to Patrice Vellecca at 212-656-2784 or Jennifer Olivo at
212-656-4268.

Salvatore Pallante

Executive Vice President
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February 5, 2002

   New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

NYSE

Market Surveillance

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: MANDATORY ERROR ACCOUNT REQUIREMENT AND ERROR TRANSACTION
PROCEDURES - RULES 134, 407A AND 411

Recent amendments to Rules 134 and 411 and new Rule 407A dealing with erroneous transactions,
erroneous reports and member account disclosure were announced in Information Memo No. 01-38
(November 6, 2001). A number of questions have arisen concerning the application of these rules. The
questions and answers in this Memorandum address several of these issues. Additional questions and
situations will be addressed as they are raised with the Exchange staff.

General Provisions

Rule 134 - Errors

For purposes of Exchange rules, an “error” means an actual mistake in the execution of an order (e.g., wrong
stock, wrong side of the market, etc.) or missing the market on a held order. Failure to execute a not held
order in accordance with a customer's expectations is not an error, and a member's error account may not be
used to issue reports at prices that customers may be seeking.

Rule 411.—Erroneous Reports

Erroneous reports (where an order is properly executed in accordance with its terms but execution details are
reported in error) are not errors for purposes of Exchange rules. Members and member organizations must
always accept a corrected report from another member. New Alternative Two to Rule 411 allows members to
treat an erroneous report to a non-member as though it were an erroneous trade if the non-member refuses
to accept a corrected report. Alternative Two may be relied upon by the Floor members doing business
directly with non-member customers, as well as by upstairs trading desks in their dealings with non-member
customers. All profits resulting from use of Alternative Two, whether accruing to Floor members or upstairs
desks, must be forwarded to the NYSE Foundation.

Situations in which member organizations offer price adjustments to customers (e.g., to meet a “stop” or
Volume Weighted Average Price order (“VWAP”) price, or to satisfy a customer's expectations regarding
a not held order are not “errors” and should not be recorded in a member or member organization's error
account.

Specific Examples Applicable to Trading Situations

The following questions and answers are intended to address the Exchange's new error rules.
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Q1 A broker belongs to the Floor Members Emergency Fund, but has an error account with a firm other than
his or her employer. Does this constitute having two error accounts?

A1 No, provided that all of the broker's errors are cleared only in the broker's error account. In this instance,
the Fund is simply a form of insurance for the broker.

Q2 A broker has a Direct Access customer and is required by that customer's clearing firm to have an error
account with that firm. If the broker's error account does not happen to be cleared by the same clearing firm,
will the broker be in compliance if he has all errors related to the Direct Access customer processed in the
related error account and then journaled to the broker's error account?

A2 No. All of the broker's errors must be cleared in only one account.

Q3 Can a broker ask any specialist to accept an error transaction?

A3 No. Only a specialist with the specialist unit registered in the stock in which the error was made may
accept a broker's error transaction.

Q4 If a specialist accepts a broker's error transaction, who is responsible for any resulting profit or loss?

A4 In accepting a broker's error the specialist takes over the transaction entirely and is responsible for any
profit or loss, regardless of the dollar amount.

Q5 If a broker trades with a specialist and it cannot be determined whether it was the broker's or the
specialist's error, how are profits and losses apportioned if the specialist takes the error?

A5 The broker and the specialist may agree to split the error because it cannot be determined which of them
is responsible for that error.

Q6 Can a specialist accept a broker's error transaction even if he or she did not participate in the trade?

A6 Yes.

Q7 Can the customer accept a broker's error transaction?

A7 Yes.

Q8 If a customer accepts the broker's error transaction, who is responsible for any resulting profit or loss?

A8 The customer is always entitled to any profit. The broker should offer the customer a difference check to
cover any loss.

Q9 If a customer accepts a broker's error transaction, may the customer share the profit or loss with the
broker?

A9 A broker should never participate in profits with customers with respect to an erroneous transaction. A
broker may share in a loss with a customer when it is established that the loss was caused in whole or in part
by the broker. (See Rule 352.20.)

Q10 If an error results in a loss, can the broker issue a difference check to the customer from an account
other than the broker's error account?

A10 The broker may use his error account or a business checking account but not a personal trading or
checking account.

Q11 If a customer makes an error when entering an order with an upstairs trader, can the broker take over
the error or process that error in his error account?

A11 No. This is the customer's error, not the broker's error.

Q12 If a direct access customer makes an error when entering an order with a broker, can the broker take
over that error or process that error in his error account?

A12 No. This is the customer's error, not a Floor trading error.
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Q13 If an upstairs trader makes an error when entering an order with the broker, can the broker take over the
error or process that error in his error account?

A13 No. This is the upstairs trader's error, not a Floor trading error.

Q14 If a broker's booth clerk makes an order handling error, can the error be processed in an error account
specifically used for errors made by booth clerks?

A14 No. Booth clerks are not permitted to trade and, therefore, cannot have a trading error or an error
account. If trades are effected because of a clerk's order handling error, they become trading errors at the
time that a broker or specialist executes the order pursuant to those erroneous instructions. With regard to
orders routed to the specialist by booth clerks, a booth clerk operates under the supervision of a broker, and
that clerk's order entry errors must be processed in the broker's error account. The broker's error log should
reflect the clerk's involvement in the error.

Q15 If on T+1 a broker finds out that he or she has a one sided trade (i.e., no contra party knows the trade)
but the transaction is covered by the tape, must he substitute his error account as the contra side to the
customer or may he or she ask the specialist to substitute the specialist account on account of error?

A15 Either approach may be followed.

Q16 If, from the customer's perspective, a broker misses the market on a not held order, can a broker issue a
Floor report to satisfy the customer?

A16 No. A broker cannot miss the market on a not held order.

Q17 Do brokers have to give all profits related to errors to the NYSE Foundation?

A17 No. Profits related to actual trading errors (e.g., wrong stock, wrong side of the market, etc.) may be
retained by the broker if offered to, and declined by, the customer. All profits resulting from erroneous reports
to non-members (no trading error, but an error in reporting) must be forwarded to the NYSE Foundation if the
broker relies on Alternative Two of Rule 411.

Q18 Can a broker use Alternative Two when an erroneous report has been issued to a member or member
organization?

A18 No. Members and member organizations including upstairs traders must accept corrected reports from
brokers whether corrected on trade date or thereafter.

Q19 Can a broker relying on Alternative Two of Rule 411 net losses against profits?

A19 A broker cannot net profits and losses when using Alternative Two, even when related to the same order
or the same customer.

Q20 Is Alternative Two of Rule 411 available to upstairs traders or Registered Representatives who make
erroneous reports to non-member customers?

A20 Yes. If Alternative Two is relied upon “upstairs” the member organization must forward any profits to the
NYSE Foundation.

Q21 A broker has been working a Volume Weighted Average Price Order (VWAP) for a customer. All
executions were within the terms of the order but the buy side is not content with the average price. They
request a price 5 cents better. Can a Floor broker issue a Floor report to accommodate the buy side
customer?

A21 A Floor broker cannot issue a Floor report out of the broker's error account in this instance. An upstairs
trader may not use the upstairs error account under these circumstances because no trading or reporting
error has occurred. However, the Floor broker or the upstairs trader may agree to give his customer a 5-
cent discount or premium which should be reflected as a monetary adjustment on the confirmation to the buy
side's customer.
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Q22 A member has corrected an erroneous report as to price with an upstairs trader at a member firm. That
trader has already reported the erroneous price to his customer. Must the trader offer the corrected report to
his customer if it is at a better price? If the customer refuses a corrected report whether in his favor or not,
what can the upstairs trader do?

A22 The trader must offer a corrected report to that customer. If a non-member customer refuses to take a
corrected report, the trader may use his firm's upstairs error account to provide stock at the erroneous price
to his customer and take over the auction market transaction. Any profit must be forwarded to the NYSE
Foundation. Member customers must take corrected reports under Rule 411.

Q23 How should a broker proceed if he or she has missed the market on a held order?

A23 When a broker discovers that he or she has missed the market on a held order, the broker must fill
the order in the open market if the security named in the order is trading at a better price than the price at
which the market was missed. The broker may use his or her error account if the open market price is less
advantageous than the price at which the market was missed. The broker may only report from his error
account in terms of sizes and prices on the Tape at the time that the broker is deemed to have missed the
market.

Q24 A broker has missed the market on a held order, and the customer demands to take a report at price
where the market was missed rather than a better price currently available in the open market. Can a broker
issue such a report?

A24 No. The broker is not permitted to use his error account in these circumstances, as the customer's order
remains executable.

Q25 A broker receives an order at 12:00 p.m. to buy 2,000 at $ 96. He executes the order at that price, but an
erroneous report is issued at $95. The broker's customer is not a member, and since the actual trade price is
not favorable, he refuses a corrected report. The Consolidated Tape price range on the day is $93 to $97.50,
but stock has not traded on the Exchange at $95 or lower since 10:00 a.m. The erroneous report was not
covered by the NYSE Tape when the order was entered, executed or reported. Does the customer have a
right to demand that the broker use Alternative Two under Rule 411(ii)?

A25 Yes. Alternative Two is available if the price and size of an erroneous report to a non-member are within
the range of prices and sizes in the subject security reported on the Consolidated Tape on the day in which
the order was executed.

Q26 Are new members exempt from having an error account?

A26 No. New members of the Exchange must establish an error account or participate in the Floor Members
Emergency Fund before they make any transactions on the Exchange.

Q27 How are profits related to erroneous reports sent to the NYSE Foundation?

A27 A check payable to the NYSE Foundation should be forwarded to Alan Holzer, Controllers Department,
New York Stock Exchange, 20 Broad Street, 8th Floor, New York, NY 10005.

Q28 When must profits related to erroneous reports to non-members be forwarded to the NYSE Foundation?

A28 Profits related to erroneous reports to non-members may be transmitted when they are realized, or on a
monthly or quarterly basis.

Q29 Specialist units may have thousands of error trades per day. Can they treat errors of de minimis value as
administrative items for the purpose of recording and reporting errors?

A29 No.

Q30 Can a member organization have an agreement with a customer that profitable erroneous reports below
a certain dollar amount need not be offered to the customer?
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A30 Yes, provided the agreement has been established with a representative of the customer who is
authorized to make such arrangements, appropriate documentation of the arrangement is maintained and any
profits not given to the customer is forwarded to the NYSE Foundation in accordance with Rule 411.

Questions concerning erroneous reports and errors may be addressed to Market Surveillance staff:

              Patrick Giraldi                     656-6804

              Carol Krusik                        656-4597

              Donald Siemer                       656-6940

Questions concerning reporting errors and reporting error accounts should be addressed to your Member
Firm Regulation Finance Coordinator.

Regina C. Mysliwiec

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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February 1, 2002

   New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005

NYSE

Member Firm Regulation

ATTENTION: FLOOR MEMBERS, MANAGING PARTNER, CHIEF EXECUTIVE OFFICER, CHIEF
OPERATIONS OFFICER AND COMPLIANCE OFFICER

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW FLOOR MEMBER CONTINUING EDUCATION PROGRAM

Rule 103A requires all Floor Members who are active on the Floor, whether independent or associated with
a member organization, to participate in an Exchange-sponsored continuing education program on a semi-
annual basis. Effective February 2002, a modified Floor Member Continuing Education (FMCE) Program,
administered by Member Firm Regulation, will be implemented. The modified program utilizes interactive
computer-based training modules covering a variety of subject matters pertinent to the Trading Floor. The
FMCE Program will be administered in the Member Firm Education Facility located at 20 Broad Street on the
15th floor.

Floor Members must complete their 2001 continuing education requirement, which is administered by
the Market Surveillance Department, before they will be permitted to satisfy their first 2002 obligation.

Appointment letters will be sent to each Floor Member, with a copy to their Compliance Officers 1  , if
appropriate, 10 days prior to the beginning of the Member's continuing education period. The continuing
education periods will be 30 days in length and correspond to the calendar month. Floor Members must
satisfy their semi-annual continuing education requirements during the period (calendar month) in which they
are scheduled. Failure to complete the FMCE requirement within the Rule 103A prescribed timeframe will
result in the Member being precluded from entering the Trading Floor until the FMCE requirement is satisfied.
We suggest that you plan to attend an FMCE session early in your scheduled timeframe to avoid possible
scheduling conflicts.

The FMCE program will take approximately two hours to complete and will be offered twice daily. The
morning sessions will begin at 7:15 a.m., Monday through Friday, and the afternoon sessions will begin at
4:15 p.m. on Tuesdays and Thursdays. Members may choose to schedule either a morning or an afternoon
appointment. These appointments must be scheduled in advance because seats are limited to 12 per
session. Members are required to bring their access badge and their Member's badge for admittance to the
facility. Badges will be scanned to record your attendance.

The cost for each FMCE session is $100, which will be billed directly to the Member or the Member's Firm.
Members who fail to keep their scheduled appointments will forfeit their registration fees and will be required
to pay an additional $100 to reschedule their FMCE sessions.

Any questions relating to this memorandum may be directed to Roni Meikle, Continuing Education Manager
at (212) 656-2156 or Mary Ann Raimondi, Continuing Education Specialist at (212) 656-2015.

Salvatore Pallante
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Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  The contact person who will receive copies of the Floor Member CE-related correspondence will be the
Chief Compliance Officer of the Member's firm, as listed in the Electronic Filing Platform ("EFP"). If firms
wish to designate someone else, it will be the responsibility of the firms to update the information in EFP.
Questions regarding EFP can be directed to the PC Service Center at (212) 383-2062.
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January 24, 2002

   New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005

NYSE

Member Firm Regulation

ATTENTION: FLOOR MEMBERS, CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, COMPLIANCE
AND LEGAL DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: INDEPENDENT BROKER ACTIVITY REPORT (BROKER CHRONOLOGY)

This memorandum is to advise members and member organizations that the Exchange can now provide you
with a new report, the Independent Broker Activity Report (“Broker Chron Report”).

The report is a tool to assist members and member organizations in the supervision of floor brokers and floor
employees, in accordance with NYSE Rule 342 (Offices-Approval, Supervision, and Control). The Broker
Chron Report consists of NYSE prints and audit trail data submissions, identifies trade and clearance data for
a given member's badge number, and is available on T+1.

The Broker Chron Report can be useful in determining if a floor broker has submitted all of his/her order
tickets for review by the Compliance Department as well as identifying instances of front-running customer
orders or on-floor trading by comparing the activity to a floor broker's personal accounts. Further, the report
identifies the give-up and in what capacity the member is acting (e.g., if he/she is acting in the capacity of a
twodollar floor broker) or whether the execution is a proprietary transaction, for a firm account or client. This
will enable compliance staff to monitor the floor brokerage activities of the organization's floor broker(s) and
his/her sources of revenue earned on the floor.

If you would like to receive the Broker Chron Report, contact SIAC Middleware Operations at 212-383-2210.
For members and member organizations that are able to receive this report through a direct connection to
SIAC's Auto Route System, there is no charge. If a direct connection is not in place, you can still receive this
report through secure electronic e-mail. eProtect software will be used to encrypt and decrypt the report.
A one-time software installation charge of $250 will be incurred by members and member organizations
for each specific PC. Contact SIAC Middleware Operations for details and to review operating system
requirements.

Specifications and questions relating to hardware requirements should be directed to SIAC Middleware
Operations at 212-383-2210. Questions relating to floor broker activities should be directed to your Finance
Coordinator at the Exchange.

Salvatore Pallante

Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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January 17, 2002

   New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

NYSE

Market Surveillance

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ELECTRONIC CAPTURE OF ORDERS ON THE FLOOR - RULE 123

Exchange Rule 123 (Records of Orders) requires that all orders in any security traded on the Exchange be
entered into an electronic system (“Front-End Systemic Capture” or “FESC”) before they can be represented
in the Exchange's auction market. There are certain exceptions, such as orders to offset an error, or for bona
fide arbitrage, that may be entered within 60 seconds after a trade is executed.

In December 2000, the Exchange began trading an Exchange-Traded Fund (“ETF”) on the S&P Global
100 (symbol IOO). In addition, in July 2001, the Exchange began trading on an unlisted trading privileges
basis (“UTP”), certain ETFs currently listed and trading on other markets. These ETFs include the NASDAQ
100 Trust (symbol QQQ), Standard and Poor's Depositary Receipts (symbol SPY) and the Dow Industrials
DIAMONDS (symbol DIA).

The Securities and Exchange Commission has approved an additional amendment to Exchange Rule 123 to
provide that orders in ETFs may be executed before they are entered into FESC. Such orders must, however,
be entered into FESC within 90 seconds of execution. The amendment is effective on a one-year pilot basis.

Amended Rule 123(e) is attached. Questions concerning the subject matter of this Information Memo may be
addressed to Donald Siemer at (212) 656-6940 or Jeff Rosenstrock at (212) 656-5499.

Regina C. Mysliwiec

Senior Vice President

Attachments

EXHIBIT A

Additions underscored

Deletions [bracketed]

Rule 123 - Records of Orders

No Change to Paragraphs (a), (b), (c) and (d), respectively.

(e) System Entry Required

Except as provided in paragraphs .21 and .22 below, no Floor member may represent or execute an order
on the Floor of the Exchange unless the details of the order have been first recorded in an electronic system
on the Floor. Any member organization proprietary system used to record the details of the order must be
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capable of transmitting these details to a designated Exchange data base within such time frame as the
Exchange may prescribe. The details of each order required to be recorded shall include the following data
elements, any changes in the terms of the order and cancellations, in such form as the Exchange may from
time to time prescribe:

1. Symbol;

2. Clearing member organization;

3. Order identifier that uniquely identifies the order;

4. Identification of member or member organization recording order details;

5. Number of shares or quantity of security;

6. Side of market;

7. Designation as market, limit, stop, stop limit;

8. Any limit price and/or stop price;

9. Time in force;

10. Designation as held or not held;

11. Any special conditions;

12. System-generated time of recording order details, modification of terms of order or cancellation of order;

13. Such other information as the Exchange may from time to time require.

********

.20 Orders — For purposes of paragraph (e), an order shall be any written, oral or electronic instruction to
effect a transaction.

.21 Orders not subject to paragraph (e) recording requirements — Any order executed by a specialist,
Competitive Trader or Registered Competitive Market Maker for his or her own account and any orders
which by their terms are incompatible for entry in an Exchange system relied on by a Floor member to record
the details of the order in compliance with this Rule shall be exempt from the order entry requirements of
paragraph (e) above.

.22 With respect to a bona fide arbitrage order, a member may execute such order before entering the order
into an electronic system as required by paragraph (e) above, but such member must enter such order into
such electronic system no later than 60 seconds after the execution of such order. With respect to an order
to offset a transaction made in error, a member may, upon discovering such error within the same trading
session, effect an offsetting transaction without first entering such order into an electronic system, but such
member must enter such order into such electronic system no later than 60 seconds after the execution of
such order.

.23 With respect to any order in an Investment Company Unit (including a bona fide arbitrage order or an
order to offset a transaction made in error), a member may execute such order before entering the order into
an electronic system as required by paragraph (e) above, but such member must enter such order into such
electronic system no later than 90 seconds after the execution of such order.

.2 4 [3] Time standards — Any member organization proprietary system used to record the details of
an order for purposes of this rule must be synchronized to a commonly used time standard and format
acceptable to the Exchange.
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January 7, 2002

   New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

NYSE

Market Surveillance

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW IMPLEMENTATION DATE FOR: MANDATORY ERROR ACCOUNT PROCEDURES,
ERROR TRANSACTION PROCEDURES, RECORDKEEPING REQUIREMENTS, DISCLOSURE OF ALL
MEMBER ACCOUNTS, AND PROCEDURES FOR HANDLING ERRONEOUS REPORTS/ RULES 134,
407A, AND 411

In Information Memo Number 01-38 (November 6, 2001), the Exchange announced that the Securities
and Exchange Commission had approved a new rule (Rule 407A), and amendments to existing rules
(Rules 134 and 411) to address situations involving erroneous transactions and reports. In addition, the
Information Memo stated that the new requirements were effective as of January 7, 2002. However, a number
of members and member organizations have informed us that they will need additional time to implement
procedures, including automatic surveillance procedures, to fully comply with the provisions of Rules 134,
407A, and 411. Therefore, the Exchange has changed the implementation date from January 7, 2002 to
February 4, 2002.

Questions concerning any matters discussed in this Information Memo may be addressed to Brian McNamara
at (212) 656-7086 or Donald Siemer at (212) 656-6940.

Regina C. Mysliwiec

Senior Vice President
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January 4, 2002

   New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005

NYSE

Member Firm Regulation

ATTENTION: MANAGING PARTNER, CHIEF EXECUTIVE OFFICER, BRANCH OFFICE MANAGERS,
COMPLIANCE OFFICER, TRAINING AND HR DIRECTORS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: CONTINUING EDUCATION - NEW PROGRAM FOR SERIES 6 REGISTERED PERSONS

Rule 345A (Continuing Education for Registered Persons) permits the Exchange, as appropriate, to
designate specific Continuing Education Regulatory Element programs for various registration categories.
As announced in Information Memo No. 01-32, a new program has been developed specifically for Series 6
(Investment Company Products/Variable Contracts Limited Representative) examination qualified registered
persons.

Effective January 14, 2002, all Series 6 registered persons, who will take the Regulatory Element, will
participate in the S106 Program instead of the S101 General Program. All Supervisors/Principals will continue
to take the Supervisors Program (S201). All other registration categories will continue to take the General
Program (S101).

The S106 Program differs from the existing General Program (S101) in that all seven modules of the S106
Program will deal only with mutual funds or variable contracts. In addition, module 7 of the S106 Program
is called Application of Product Knowledge to Sales Practice. This replaces New and Secondary Offerings,
which is module 7 in the General Program.

A combined Content Outline for both the S101 and S106 program was issued with Information Memo No.
01-32. The outline can also be viewed or downloaded from www.securitiescep.com, the website of the
Securities Industry/Regulatory Council on Continuing Education.

Any questions relating to this memorandum may be directed to Roni Meikle, Continuing Education Manager
at (212) 656-2156 or Pat DeVita, Continuing Education Senior Coordinator at (212) 656-2746.

Salvatore Pallante

Executive Vice President
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January 2, 2002

   New York Stock Exchange, Inc.

11 Wall Street

New York, NY 10005

NYSE

Market Surveillance

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW RULE 80A COLLARS AND RULE 80B CIRCUIT BREAKER LEVELS FOR FIRST
QUARTER 2002

EFFECTIVE JANUARY 1, 2002 through MARCH 31, 2002

• Rule 80A restrictions on index arbitrage trading in component stocks of the S&P 500 Stock Price Index sm *  

will be imposed when the Dow Jones Industrial Average sm **   (“DJIA”) is above or below its closing value on
the previous trading day by:

190 points or more

• Rule 80A restrictions will be removed when the DJIA is above or below its closing value on the previous
trading day by:

90 points or less

•Index arbitrage order entry restrictions will be re-imposed each time the DJIA advances or declines 190
points from the prior day's close.

• Rule 80B trading halts will be triggered when the DJIA declines below its closing value on the previous
trading day by:

1000 points (Level 1)

2000 points (Level 2)

3000 points (Level 3)

(over)

Rule 80A

Whenever Rule 80A collars are in effect due to a decline in the DJIA, all index arbitrage orders to sell any
component stock of the S & P 500 Stock Price Index must be marked “sell plus”; and whenever the collars
are in effect due to an advance in the DJIA, all index arbitrage orders to buy must be marked “buy minus”.

Rule 80B

Whenever a Rule 80B circuit breaker is in effect, trading in all stocks on the Exchange will halt for the time
periods specified below.
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Level 1 Halt

a) before 2:00 p.m..—one hour;

b) at 2:00 p.m. or later but before 2:30 p.m..—30 minutes;

c) at 2:30 p.m. or later.—trading shall continue, unless there is a Level 2 Halt.

Level 2 Halt

a) before 1:00 p.m..—two hours;

b) at 1:00 p.m. or later but before 2:00 p.m..—one hour;

c) at 2:00 p.m. or later.—trading shall halt and not resume for the remainder of the day.

Level 3 Halt

at any time.—trading shall halt and not resume for the remainder of the day.

A complete discussion of the calculation of trigger values for Rule 80A and Rule 80B was published in
Information Memo No. 99-8, dated February 12, 1999 and Information Memo No. 98-15, dated April 13, 1998,
respectively.

Questions concerning these matters may be addressed to Brian McNamara at (212) 656-7086 or Donald
Siemer at (212) 656-6940.

Regina C. Mysliwiec

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

*  "Standard & Poor's 500 Stock Price Index" is a service mark of Standard & Poor's Corporation.
**  "Dow Jones Industrial Average" is a service mark of Dow Jones & Company, Inc.
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December 28, 2001

   New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005

NYSE

Member Firm Regulation

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER AND CHIEF FINANCIAL OFFICER/
PARTNER AND REGULATORY REPORTING DEPT.

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: UPDATE REGARDING SECTION 31 TRANSACTION FEES

Information Memo No. 01-50 dated December 27, 2001, advised that the Investor and Capital Markets Relief
Act (“the Act”) will substantially reduce the fees collected by the SEC for the sale of certain securities, as
prescribed in Section 31 of the Securities Exchange Act of 1934. The effective date, under the Act, of the
new fee rate is December 28, 2001.

This memorandum updates Information Memo No. 01-50 in the following respects:

Systems Changes.—February 1, 2002 Deadline.—Rebates to Customers

Given the short notice period, the Exchange encourages members and member organizations to make the
necessary systems changes as quickly as possible while recognizing that such changes may take time to
test and implement. Therefore, the Exchange and SEC staff will not object if all appropriate systems
changes are implemented by no later than February 1, 2002 provided that the member or member
organization has established procedures to rebate the difference between the old and new fees for
transactions effected during this interim period.

Calculation of Fees.—Rounding Up

In calculating the new fee for a transaction, one should multiply the sale or principal amount of the transaction
by the fee rate, which will be truncated at the seventh place after the decimal point. The resulting figure
should then be truncated at the fifth place after the decimal point and rounded up to the next cent (if there is
any remainder you should round up).

As a reminder, the new law provides for an annual adjustment of the fee rate and, in some circumstances, a
mid-year adjustment. The SEC will publish the revised rates well in advance of an adjustment.

Exclusion of Options on Broad Based Indexes

SEC staff has advised that Section 31 fees will no longer apply to sales of options on securities indexes
(other than narrow-based security indexes as defined in Section 3(a)(55)(B) of the Securities
Exchange Act of 1934). Please contact the options exchanges for additional information.

New Dates for Filing Form 120-A and Fee Remittance
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Information Memo No. 01-50 incorrectly stated that members and member organizations are required to file
two forms (Form 120-A) for the month of December 2001.

Since the forms are prepared on a settlement date basis, the December 2001 filing and fees are to be
prepared at the old rate and the submission date is January 10, 2002. The month of January 2002 will require
two forms: the first, prepared at the old rate, to cover transactions settled on January 2, 2002 and the second,
prepared at the new rate, to cover transactions settled on January 3 through January 31, 2002. Both forms
and fees are expected to be submitted to the Controller's Department of the Exchange by February 8, 2002.

Please contact your Finance Coordinator with any questions you may have regarding this memorandum.

Salvatore Pallante

Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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December 27, 2001

   New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005

NYSE

Member Firm Regulation

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER AND CHIEF FINANCIAL OFFICER/
PARTNER AND REGULATORY REPORTING DEPT.

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: SEC TRANSACTION FEES

Section 31 of the Securities Exchange Act of 1934, as amended, requires the remittance of a fee to the
Securities and Exchange Commission (“SEC”) of 1/300 of one percent of the aggregate dollar amount of the
sales of securities. Excluded from this requirement is the sale of any bonds, debentures, or other evidences
of indebtedness and any sale or class of sales of securities which the SEC may, by rule, exempt from the
imposition of this fee.

Congress just passed the “Investor and Capital Markets Relief Act” (the “Act”) which amends Section 31
of the Securities Exchange Act of 1934. This Act will serve to reduce the fee to $15 per $1,000,000 of the
aggregate dollar amount of the sale of securities. Representatives of the SEC have informed the NYSE that
December 28th will be the effective date for this new rate, even though the President is not expected to sign it
into law until early in the new year.

Currently, as required by NYSE Rule 440H, each member and member organization engaged in clearing and
settling transactions effected upon the New York Stock Exchange is required to report this activity monthly
on Form 120-A. This form, along with the appropriate Section 31 fee remittance, must be filed with the
Controller's Department of the NYSE by the 10th of the subsequent month.

As a result of the effective date of the Act, members and member organizations required to file Form 120-A
and remit this fee must file two forms for the month of December 2001. The first, at the old rate, will cover all
activity from December 1st through December 27th 2001. The second form, at the new rate, will cover the
period December 28th through December 31st 2001. Both forms, with the appropriate remittance, are due by
January 10, 2002. Clearly label the period covered by each form. They should be submitted to the Controller's
Department of the NYSE (20 Broad Street 8th Floor, New York, NY 10005) to the attention of Jamala Myton.

Please use the existing Form 120-A to prepare and file both forms for December. New forms are currently
being prepared but they will not be ready for distribution in time to file for December.

If you have any questions on the filing of the forms, please contact either Jamala Myton at 212-656-2914
or Patrick Boyle at 212-656-5280. For all other questions relating to this fee, please contact your Finance
Coordinator in Member Firm Regulation.

Salvatore Pallante

Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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December 19, 2001

   Member Firm Regulation

NYSE

New York Stock Exchange, Inc.

20 Broad Street New York, NY 10005

ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: EXCHANGE GUIDELINES ON GIFTS AND GRATUITIES

With the approaching holiday season, members and member organizations are reminded of the Exchange's
policy relating to gifts and gratuities applicable to all Exchange employees.

The Guidelines prohibit most Exchange employees from accepting gifts and gratuities from members, allied
members and member organizations. Limited exceptions are provided for Exchange Operations/Clerical
Trading Floor employees, who may accept usual and customary gratuities, not in excess of $50 per year,
from a member, allied member or member organization. An exception is also provided for certain Exchange
employees in service provider roles to the Trading Floor, such as coatroom and washroom attendants, who
may accept usual and customary gratuities commensurate with the particular services provided.

Members and member organizations may note that Exchange Rule 350 is more permissive than the
Exchange Guidelines. This memo is to advise that the Guidelines as described here, in part, reflect the most
up-to-date position of the Exchange and must be adhered to by members and member organizations.

Members and member organizations should circulate this memo within their organization since Exchange
employees are required to return any gifts and gratuities as well as file a report with Exchange management.

Questions relating to the Guidelines for member organization employees on the Exchange Trading Floor may
be directed to Harry Weber 212-656-5157. Questions relating to Guidelines for Exchange employees may be
directed to Diane Moreno at 212-656-2281 or Frank Z. Ashen at 212-656-2277.

Questions relating to Exchange Rule 350 (“Compensation or Gratuities to Employees of Others”) may be
directed to Stephen A. Kasprzak at 212-656-5226 or Mary Anne Furlong at 212-656-4823.

Salvatore Pallante

Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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December 13, 2001

   Member Firm Regulation

NYSE

New York Stock Exchange, Inc.

20 Broad Street New York, NY 10005

ATTENTION: MANAGING PARTNER, CHIEF EXECUTIVE OFFICER, CHIEF FINANCIAL OFFICER AND
CHIEF OPERATIONS OFFICER

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: WEEKLY AND YEAR END CUSTOMER AND PAIB RESERVE FORMULA COMPUTATIONS

A member organization may elect to compute its SEC Rule 15c3-3 Reserve Formula computation as of
the close of business Thursday, December 20, 2001 rather than at December 21, 2001 provided that any
resulting reserve deposits are made on Monday, December 24, 2001 by 10:00 A.M. A member organization
may also elect to compute its Reserve Formula computation as of the close of business December 27,
2001 rather than as of the close of business December 28, 2001 provided a member organization's reserve
deposits are made on December 31, 2001 by 10:00 A.M. The next Reserve Formula computation required
would be as of the close of business Friday, January 4, 2002.

Those member organizations that file their FOCUS Reports as of the close of business Friday, December 28,
2001 and utilize the December 27, 2001 Reserve Formula option, may use the total customer debits from the
Reserve Formula computation as of December 27, 2001. Accordingly, the December FOCUS balance sheet
would not require amounts to be reported on the lines (#220, #240, #260, #280, #1030/1460, #1070/1510,
#1090/1530, #1100/1550) that read “Includable in Formula for Reserve Requirements.” The total amount
for these categories should be reported on lines #230, #250, #270, #290, #1040, #1060, #1080, #1095, and
#1105.

Member organizations that elect to use this option should contact their Finance Coordinator prior to filing and
follow up with a written notification.

A member organization which computes the SEC Rule 15c3-3 month-end Reserve Formula computation
on December 31, 2001 should make any required deposits by Thursday, January 3, 2002 by 10:00 A.M. In
addition, the Securities and Exchange Commission has stated that if this option is selected, the next Reserve
Formula computation required would be as of the close of business Friday, January 11, 2002.

Questions regarding this Information Memo should be directed to your Finance Coordinator.

Salvatore Pallante

Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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December 13, 2001

   Market Surveillance

NYSE

New York Stock Exchange, Inc.

11 Wall Street New York, NY 10005

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: TAX SWITCHING TRANSACTIONS

The following is a reminder to members and member organizations that riskless tax switching trades are
prohibited. Please note that this prohibition applies with equal force at openings and to bond transactions.

Exchange Rule 78 prohibits pre-arranged trading. The Exchange has conclued that transactions effected as
described below are not permitted on the Floor of the Exchange and if discovered will result in appropriate
disciplinary action by the Exchange:

An Exchange member (“member A”), desiring to effect a tax switch of 1,000 shares of XYZ, approaches the
XYZ specialist and informs him of his wish to effect the tax switch at approximately the price of the current bid
or the current offer for XYZ. For purposes of this hypothetical example, assume that the current market for
XYZ is 35.30 bid for 2,000 shares with 1,500 shares offered at 35.35, both representing limit orders entered
on the XYZ specialist's book. The XYZ specialist agrees to handle member A's purchase and sale tax switch
orders as agent, undertaking to execute those orders against market orders or other orders seeking execution
at the current bid or ask prices. Assume that another member (“member B”) subsequently approaches the
XYZ specialist with an order to sell (assuming for the sake of simplicity an order to sell 1,000 shares of XYZ at
the market), and is willing to effect the sale at the current bid of 35.30. The specialist then effects member B's
sale at that price, informing member B, for clearing purposes, that he has sold to member A.

Simultaneously, the specialist effects, as agent, a second trade of 1,000 shares of XYZ for member A with
the order or orders on his book, giving up, for clearing purposes, member A as the seller and, as the buyer
or buyers, the broker or brokers whose orders he represents; in terms of time priority of their receipt, the first

1,000 shares on his book at the bid price of 35.30. 1 

Only one of the two 1,000-share transactions in XYZ would be reported for inclusion in the consolidated
transactions reporting system.

No problems would seem to arise under Exchange Rules and procedures if two independent transactions
were effected at the risk of the market. Such would be the case if the transaction was not pre-arranged
or guaranteed in any fashion. There should be two independent transactions.—a purchase and sale, or
vice versa, but the price of each should be independently established. At the time of the first transaction
there should be no guarantee or assurance of the price of the second. The period of time between the two
transactions would not of itself determine whether or not the switching had been effected at the risk of the
market.

Similarly, the entry of buy and sell orders to switch positions between accounts having the same beneficial
ownership, absent instructions not to cross those orders with each other, may result in a “wash” transaction,
which is prohibited.
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Further, the sending of a buy and sell order for the same beneficial owner through the Opening Automated
Report System (OARS) to effect a tax switch transaction on the opening, or through SuperDOT (DOT) to
effect a tax switch transaction at the close is not permissible. Any use of either system, or either Crossing
Session, to effect the above described riskless or “wash” transaction is prohibited.

It should be noted that the purpose of this memorandum is to emphasize the application of Exchange rules
and procedures only. It is not to be construed as describing the tax consequences of any transaction under
the Internal Revenue Code or state law. Contact your tax adviser for the appropriate advice.

Questions regarding this matter should be directed to Mr. John Gregoretti at (212) 656-6791 or Mr. Arnold
Kotler at (212) 656-6543.

Regina C. Mysliwiec

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Had the first independent order to arrive at the post been a market order to buy rather than an order to
sell, the tax switch would have been effected at the offer price.
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December 13, 2001

   Market Surveillance

NYSE

New York Stock Exchange, Inc.

11 Wall Street New York, NY 10005

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: LAST TRADE DATE FOR “REGULAR WAY” SETTLEMENT IN 2001

The last day on which “regular way” transactions may be made for settlement this calendar year in stocks and
bonds, other than U.S. Government obligations, is Wednesday, December 26, 2001.

Beginning December 27, 2001 until December 31, 2001, orders in stocks for accounts which are willing to
effect transactions on a “cash”, “next day” or “seller's option” basis should be so indicated. This policy relieves
the specialist from the responsibility of checking orders indicated solely “regular way” to ascertain whether
they are willing to participate on a “non-regular way” basis during that period.

A Floor Official's approval is not required from December 27-31, 2001 for “non-regular way” trades, if the
execution price is no greater than 0.25 point away from the “regular way” bid or offer.

Inquiries with respect to this memorandum should be directed to Mr. Arnold Kotler at (212) 656-6543 or Mr.
John Gregoretti at (212) 656-6791.

Regina C. Mysliwiec

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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December 12, 2001

   Member Firm Regulation

NYSE

New York Stock Exchange, Inc.

20 Broad Street New York, NY 10005

ATTENTION: CHIEF OPERATIONS OFFICER, CHIEF ADMINISTRATIVE OFFICER, REGISTRATION,
LEGAL AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW EFP APPLICATION FOR FORM 121, FORM SS-20, AND FORM R-1

NYSE Rule 440G requires that any ROUND-Lot purchase or sale of stocks or warrants for the accounts of
members, allied members, or member organizations effected on the Floor of the Exchange must be reported
on Form 121.

Rule 440F requires that ROUND-LOT short sales transactions of stocks or warrants for the accounts
of PUBLIC customers must be reported on Form SS20 by the member organization through which the
transaction is cleared / settled.

Rule 421.40 requires that specified information be submitted to the Exchange on Form R-1 when a member
organization carries margin accounts for customers unless specifically exempted.

Electronic Filing of Forms 121 / SS-20 / R-1 Information

As of January 31, 2002 all members and member organizations will be required to file their Form 121, Form
SS-20, and Form R-1 data via the New York Stock Exchange's new Electronic Filing Platform (“EFP”).

Members and member organizations will be contacted by NYSE EFP staff for you to register the individuals
who will submit Form 121, Form SS-20 and Form R-1 data via EFP. Once registered, these users will be
supplied with access instructions to EFP and the appropriate application. The applications are entirely
Internet-based, requiring no software installation. No hard copy submissions of the aforementioned Forms will
be accepted after (January 31, 2002). Your users must be registered in time to comply with this date.

Form 121 and Form SS-20 data will be filed on a weekly basis via the EFP system. For these filings,
members and member organizations will be allowed one calendar week from the close of the week being
reported, in which to file their information. Subsequently, the reports for that week will be locked and cannot
be edited except by special request to the New York Stock Exchange, Data Control Department.

The Form R-1 filings are to be made on a monthly basis. Members and member organizations will have six
business days after the end of the month in which to submit their filings. Subsequently, the report for that
month will be locked and cannot be edited except by special request to the New York Stock Exchange, Data
Control Department.

If you have any questions concerning Form 121, Form SS-20, or Form R-1 Applications, please contact
Debra German, Supervisor.—Data Control at (212) 656-8572.

Questions concerning EFP should be directed to the Enterprise Service Center at 212-383-2062.

Salvatore Pallante
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Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
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December 3, 2001

   Member Firm Regulation

NYSE

New York Stock Exchange, Inc.

20 Broad Street New York, NY 10005

ATTENTION: FLOOR MEMBERS, CHIEF EXECUTIVE OFFICER / MANAGING PARTNER, LEGAL,
COMPLIANCE AND REGISTRATION DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: CRD FEES FOR NYSE-ONLY MEMBERS AND MEMBER ORGANIZATIONS

Prior to November 13, 2000, Exchange members and member organizations who were not members of

NASD, Inc. were required to manually file Form U-4 1   and Form U-5 2   with the Exchange's Qualifications
and Registrations Department. These members and member organizations conduct business primarily on the
Floor of the Exchange and are not required to be NASD-registered.

Effective November 13, 2000, Exchange members and member organizations who are not members of the
NASD have been required to submit Forms U-4 and U-5 through NASD Regulation, Inc.'s Web CRD system.
The filings are processed electronically through the Internet. Specific details regarding the filing procedures
associated with this transition were published in NYSE Information Memo Number 00-25 dated October 13,
2000.

On November 5, 2001 the Exchange filed 3   with the Securities and Exchange Commission three
processing fees and a one-time system transition fee to be charged NYSE-only members and member
organizations resulting from the Exchange's directive that registration filings be submitted to Web
CRD (see Exhibit A.—Fee Schedule). Members and member organizations will pay CRD processing fees
assessed directly to NASDR through the CRD system. NASDR will collect the appropriate processing fees
at the time the NYSE member or member organization effects a registration transaction through the CRD
system and pass NYSE fees to the Exchange.

The three processing fees are the same as those currently charged to dual NYSE/NASD registrants, and are
as follows:

1. An $85 4   CRD Processing Fee charged for all Initial, Transfer, and Relicense Form U-4 filings. This
fee, combined with current, corresponding NYSE fees, brings the total amount paid to NASDR for Initial
Individual Registration to $150 ($65 NYSE Standard Application Fee+$85 CRD Processing Fee). The total
amount paid for Transfers and for Relicensing amounts to $128 ($43 NYSE Standard Application Fee+$85
CRD Processing Fee).

2. A $95 CRD Disclosure Processing Fee charged in connection with Forms U-4 and U-5 for all filings with
new or amended disclosure information. (There is no corresponding NYSE fee.)

3. An annual $30 CRD System Processing Fee, making the total annual processing and maintenance fee
per registered person $82 which includes the current $52 NYSE annual maintenance fee.
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In addition to the fees outlined above, sole NYSE members and member organizations are required to pay a
one-time System Transition Fee of $115 per registered person as of December 31, 2001, payable January,
2002.

Any questions regarding this Memo should be directed to Peggy Germino at (212) 656-8450.

Salvatore Pallante

Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Uniform Application for Securities Industry Registration or Transfer.
2  Uniform Termination Notice for Securities Industry Registration.
3  SR-NYSE-2001-47.
4  This reflects an increase in NASDR-imposed fee from $50.00 to $85.00 which became effective

November 5, 2001.
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November 28, 2001

   Market Surveillance

NYSE

New York Stock Exchange, Inc.

11 Wall Street New York, NY 10005

ATTENTION: CHIEF OPERATIONS OFFICER, CHIEF INFORMATION TECHNOLOGY OFFICER, LEGAL
AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ELECTRONIC CAPTURE OF ORDERS ON THE FLOOR/ RULE 123

In Information Memo No. 01-28 (October 1, 2001), the Exchange announced that the Securities and
Exchange Commission had approved as a one-month pilot an additional amendment to Exchange Rule 123
(Records of Orders). The amendment provided limited exemptions for bona fide arbitrage orders and orders
to offset transactions made in error, from the requirement that the details of an order must be entered into an
electronic system on the Floor (“FESC”) before the order can be executed. This amendment is now approved
on a permanent basis.

With respect to bona fide arbitrage orders, a member may execute such order before entering the order into
FESC. However, such member must enter such order into FESC no later than 60 seconds after the execution
of such order.

Similarly, with respect to orders to offset transactions made in error, a member, may, upon discovering such
error within the same trading session, effect an offsetting transaction in the same trading session without first
entering such order into FESC. However, such member must enter such order into FESC no later than 60
seconds after the execution of such order.

Prior Information Memos

Please refer to Information Memos No. 01-03 (February 1, 2001), 99-38 (July 30, 1999), No. 00-23
(September 22, 2000) and 01-14 (June 25, 2001) for discussions of certain technical and system items
regarding electronic capture of orders on the Floor. These are available on the NYSE website (http://
www.nyse.com/regulation).

Amended Rule 123 is attached as Exhibit A. Questions concerning any matters discussed in this Information
Memo may be addressed to Brian McNamara at (212) 656-7086 or Jeff Rosenstrock at (212) 656-5499.

Regina C. Mysliwiec

Senior Vice President

Attachments

EXHIBIT A

Additions underscored; Deletions [bracketed]

Rule 123 - Records of Orders
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Paragraphs headed “Given Out”, “Receipt of Orders”, “Cancelled or Executed”, and “By Accounts”, to
be numbered (a), (b), (c) and (d), respectively.

(e) System Entry Required

Except as provided in paragraphs .21 and .22 below, [N] no Floor member may represent or execute an order
on the Floor of the Exchange unless the details of the order have been first recorded in an electronic system
on the Floor. Any member organization proprietary system used to record the details of the order must be
capable of transmitting these details to a designated Exchange data base within such time frame as the
Exchange may prescribe. The details of each order required to be recorded shall include the following data
elements, any changes in the terms of the order and cancellations, in such form as the Exchange may from
time to time prescribe:

1. Symbol;

2. Clearing member organization;

3. Order identifier that uniquely identifies the order;

4. Identification of member or member organization recording order details;

5. Number of shares or quantity of security;

6. Side of market;

7. Designation as market, limit, stop, stop limit;

8. Any limit price and/or stop price;

9. Time in force;

10. Designation as held or not held;

11. Any special conditions;

12. System-generated time of recording order details, modification of terms of order or cancellation of order;

13. Such other information as the Exchange may from time to time require.

*****

.20 Orders — For purposes of paragraph (e), an order shall be any written, oral or electronic instruction to
effect a transaction.

.21 Orders not subject to paragraph (e) recording requirements — Any order executed by a specialist,
Competitive Trader or Registered Competitive Market Maker for his or her own account and any orders
which by their terms are incompatible for entry in an Exchange system relied on by a Floor member to record
the details of the order in compliance with this Rule shall be exempt from the order entry requirements of
paragraph (e) above.

.22 With respect to a bona fide arbitrage order, a member may execute such order before entering the order
into an electronic system as required by paragraph (e) above, but such member must enter such order into
such electronic system no later than 60 seconds after the execution of such order. With respect to an order
to offset a transaction made in error, a member may, upon discovering such error within the same trading
session, effect an offsetting transaction without first entering such order into an electronic system, but such
member must enter such order into such electronic system no later than 60 seconds after the execution of
such order.

.2 3 [2] Time standards — Any member organization proprietary system used to record the details of
an order for purposes of this rule must be synchronized to a commonly used time standard and format
acceptable to the Exchange.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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November 21, 2001

   Member Firm Regulation

NYSE

New York Stock Exchange, Inc.

20 Broad Street New York, NY 10005

ATTENTION: CHIEF OPERATIONS OFFICER, CHIEF COMPLIANCE OFFICER, AND BRANCH OFFICE
MANAGERS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: UPDATED LISTING OF THE DEPARTMENT OF TREASURY “SPECIFICALLY DESIGNATED
NATIONALS AND BLOCKED PERSONS”

On September 24, 2001, President Bush issued an Executive Order targeting financial assets of terrorists.
The Order added new names to the Department of the Treasury's Office of Foreign Assets Control's (“OFAC”)
list of “Specially Designated Nationals and Blocked Persons” (“SDN”). Please refer to Information Memo Nos.
01-26, dated September 24, 2001 and 01-35, dated October 19, 2001.

On November 7, 2001, OFAC issued a Bulletin designating sixty-two (62) entities and individuals as Specially
Designated Global Terrorists (“SDGTs”) and added these names to its list of SDNs (see Exhibit A). The
above information also can be accessed from the OFAC website (http://www.treas.gov/ofac).

Members and member organizations are reminded that they should routinely monitor the OFAC website for
updates and additional information. The OFAC website also can be accessed from the NYSE website (http://
www.nyse.com/mfr).

In the near future, the Exchange will be providing updates to OFAC's SDN list electronically through e-mail.
In this regard, all member organizations that carry accounts are required to visit their designated Electronic
Filing Platform (“EFP”) site and to register at least two OFAC contacts to receive such updates by e-mail and
furnish the Exchange with the following information for such contact persons:

•Name of OFAC contact

•Phone number

•E-mail address

Members and member organizations that do not carry customer accounts may, at their discretion, register
OFAC contact person(s) at their designated EFP site.

Please contact William Jannace at 212-656-2744 if you have any questions concerning this memorandum.

Salvatore Pallante

Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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NYSE

New York Stock Exchange, Inc.

11 Wall Street New York, NY 10005

ATTENTION: MANAGING PARTNER, CHIEF EXECUTIVE OFFICER, BRANCH OFFICE MANAGERS,
COMPLIANCE OFFICER, TRAINING AND HR DIRECTORS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: CONTINUING EDUCATION FIRM ELEMENT ADVISORY

Exchange Rule 345A (Continuing Education for Registered Persons) requires members and member
organizations to maintain a current training program specifically tailored to their business for registered
persons who have direct contact with customers, and for their immediate supervisors. That training, the
Firm Element of the Securities Industry Continuing Education Program, must be evaluated and updated at
least annually. The Exchange, in conjunction with the Securities Industry/Regulatory Council on Continuing
Education, has identified topics that are particularly relevant to the industry at this time and may be
appropriate for members and member organizations to include in their Firm Element training.

Each member and member organization should consider the relevance of the topics identified in the attached
Advisory to the member's or member organization's lines of business and training needs. The attachment
provides further direction for reviewing and considering the topics.

The Firm Element Advisory can also be located on the Securities Industry/Regulatory Council on Continuing
Education's website at www.securitiescep.com.

Questions about the Continuing Education Program should be directed to Roni Meikle at (212) 656-2156 or
Patricia DeVita at (212) 656-2746.

Salvatore Pallante

Executive Vice President

Attachments
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The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

596

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P01-40%2909013e2c855b33f0?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE345A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 01-41

Click to open document in a browser

November 21, 2001

   Member Firm Regulation

NYSE

New York Stock Exchange, Inc.

20 Broad Street New York, NY 10005

ATTENTION: FLOOR MEMBERS, CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, COMPLIANCE
AND LEGAL DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: REQUIREMENTS FOR CONDUCTING A PUBLIC BUSINESS ON THE TRADING FLOOR;
FLOOR COMMUNICATIONS

Exchange staff has received inquiries seeking clarification of Exchange requirements for members and
member organizations conducting, or intending to conduct, a public business on the Exchange Floor.
Accepting orders from anyone other than a registered broker-dealer constitutes a public business. The
requirements outlined herein are restatements of existing Exchange rules and policy. Members and
member organizations who anticipate conducting a public business from the Floor should also refer to NYSE
Information Memos Number 91-25, 93-37, 99-55, 01-02 and 01-18 or contact the Exchange to discuss the
regulatory ramifications of doing so.

Series 7 / 7A Registration, Dual Employment, and “Pork Chop” Arrangements

Any person associated with a member or member organization that conducts a public business (other

than with a “professional customer” 1  ) must pass the Series 7 Examination. A member, or other person
associated with a member or member organization (e.g., trading assistant) who conducts a public business
from the Floor solely with professional customers must pass either the Series 7 or the Series 7A Examination.

All registration candidates must submit a Form U-4 2   and a fingerprint card to Web CRD. Sole proprietors,
or employees thereof, need not be associated with a member organization that is approved to do a public
business to sit for the Series 7 or 7A examinations in anticipation of conducting a public business. Floor
members and associated persons who anticipate taking the Series 7 or 7A in order to conduct a public
business are not required to satify the four month training requirement prescribed under NYSE Rule 345.15
and its Interpretation for general securities registered representative candidates.

A member (e.g., sole proprietor) who is not approved to conduct a public business may become associated
as a part-time registered representative (i.e., Series 7 or 7A qualified) with another member or member
organization (the secondary organization) who is approved to do business with public customers. The
member or member organization employing such part-time registered representative is responsible for
supervising the registered representative's activities performed on its behalf. Accordingly, the customer
accounts of a part-time registered representative must be recorded on the books of the employing
member or member organization and such employing member or member organization is responsible
for knowing the customers pursuant to Rule 405 and for monitoring the activity of the customer
accounts.

Member or member organization employers must bill and receive all commissions generated from the public
business and then may make payment to the registered representative. Registered representatives may not
bill public customers directly.
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In all dual employment situations, the primary and secondary employers must file a Form U-4. Each Form
U-4 must reflect all employment associations of the named individual. Compensation paid by the secondary
employer not related to “supervisory” activities may be reflected on either Form W-2 or Form 1099.

Floor employees, such as Trading Assistants, who are party to “pork chop” 3   arrangements are subject to
the requirements outlined above with respect to both registration and supervision.

Requirements for Conducting a Public Business

The following points serve as a general guide.

Members and member organizations that transact business for public customers must:

•Provide for supervision of full-time and part-time registered representatives (see Rule 342) which includes
supervision by a Series 10 (“Branch Office Manager”) Examination qualified individual. If there are four or
more registered persons conducting a public business on the Floor, the Series 10 Examination qualified
individual must be on site.

•Have a qualified Compliance Official 4  . If income generated by the public business of the member or
member organization is greater than $500,000 the Compliance Official must pass the Series 14 Examination
(“Compliance Official Qualification Examination”).

•Have a Series 27 (“Financial and Operations Principal”) or Series 28 (“Introducing Broker-Dealer/Financial
and Operations Principal”) Examination qualified person, as applicable.

Any person having the status or performing the function of “principal executive officer” must qualify as an

allied member 5  .

•Comply with state registration requirements prescribed for conducting a public business.

•Have an annual audit of financial statements and reports conducted in accordance with the audit
requirements of the Exchange and of the applicable requirements of the Securities and Exchange
Commission by independent public accountants (see NYSE Rule 418).

•Meet capital requirements prescribed for conducting a public business (see SEA Rule 15c3-1).

•Maintain fidelity bond coverage (see NYSE Rule 319).

•Maintain P&S blotters, order tickets, and account documents and make them available for Exchange review
(see SEA Rules 17a-3 and 17a-4 and NYSE Rules 410, 418 and 440).

•File and update organizational documents as required (see NYSE Rules 304, 311, 312 and 313).

•Maintain a current Form BD (see SEA Rule 17a-3(a)(12)(i)(h)).

•File FOCUS PART IIA quarterly (see SEA Rule 17a-5(a)(2)(i)/02 in the NYSE Interpretation Handbook).

•Have an approved carrying agreement under NYSE Rule 382.

•Comply with “Know your Customer” responsibilities (see NYSE Rule 405).

Floor Communications

Members and member organizations are reminded that NYSE Rule 36 (“Communications Between Exchange
and Members' Offices”) states that “[n]o member or member organization shall establish or maintain any
telephonic or electronic communication between the Floor and any other location without the approval of
the Exchange.” Private cell phones, whether used by employees or guests, may not be used on the Trading
Floor. For additional information regarding telephone communication links with the Floor, reference should be
made to NYSE Information Memo Number 87-16.
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Further, the only permissible use of wireless data devices on the Floor is through the Exchange's Wireless
Data System program, which has been filed with and approved by the Securities and Exchange Commission.
If you have any questions on this matter, or if you would like copies of the Wireless Data System filings
which contain permissible communication devices, you should call Dennis Covelli at (212) 656-6918 or Dave
Bartges at (212) 656-6834.

Questions regarding this memo may be directed to your Finance Coordinator, or to Stephen A. Kasprzak at
(212) 656-5226.

Salvatore Pallante

Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  A professional customer includes a bank, trust company, insurance company, investment trust, state
or political subdivision thereof, charitable or nonprofit educational institution regulated under the laws
of the United States, or any state, or pension or profit sharing plan subject to ERISA or of an agency
of the United States or of a state or a political subdivision thereof or any person who has, or has under
management, net tangible assets of at least sixteen million dollars. (NYSE Interpretation Handbook Rule
345.15/02).

2  Uniform Application for Securities Industry Registration or Transfer.
3  "Pork chop" is a Floor term that refers to an arrangement where a Floor employee at a booth answers

the phone, receives an order for, and passes such order to, and is compensated by a Floor broker other
than the registered owner of the booth.

4  See NYSE Rule 342.13.
5  See NYSE Rules 311(b)(5), 304(b), and their Interpretations.
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New York Stock Exchange, Inc.

20 Broad Street New York, NY 10005

ATTENTION: CHIEF EXECUTIVE OFFICER, GENERAL COUNSEL AND DIRECTOR OF COMPLIANCE

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ADDITIONS TO THE LIST OF RULES SUBJECT TO THE IMPOSITION OF FINES FOR MINOR
VIOLATIONS UNDER RULE 476A PROCEDURES

Rule 476A (“Imposition of Fines for Minor Violation(s) of Rules”) establishes a simplified disciplinary
procedure within which meaningful sanctions can be imposed for minor violations. The Rule provides for
a fine (ranging from $500 to $2,500 for individuals and $1,000 to $5,000 for member organizations) to be
imposed summarily by Exchange staff when violations of specified rules have been determined. Since
inception of Rule 476A the Exchange has, on numerous occasions, added to that list of specified rules.

On October 16, 2001 the Securities and Exchange Commission issued Release No. 34-44941 (File No.
SR-NYSE-99-38) which approves the addition of Rules 35, 345A(b) and 440A to the list (see Exhibit A). In
addition, the Release clarifies that failure to comply with Rule 472(c) as it relates to telemarketing is subject to
the provisions of Rule 476A.

With reference to these rules, examples of acts that Exchange staff could issue fines for include:

Rule 35 (“Floor Employees to be Registered”)

•Failure of a Floor employee to take reasonable and appropriate steps to register with, and become qualified
by, and approved by the Exchange.

•Failure of a member or member organization to ensure that an employee admitted to the Floor of the
Exchange has been registered with, qualified by, and approved by the Exchange. Specific violations may
include:

i) Failure of a member or member organization to submit a Floor employee's Form U-4 and/or fingerprint card;

ii) Failure of a member or member organization to ensure that a Floor employee has taken and passed
appropriate qualification examination(s) and undergone required training.

Rule 345A(b) (“Continuing Education for Registered Persons.—Firm Element”)

•Failure of a member or member organization to annually analyze their training needs as prescribed by Rule
345A(b).

•Failure of a member or member organization to adequately administer a continuing and current education
program as prescribed by Rule 345A(b).

•Failure of a registered person to take appropriate and reasonable steps to participate in a continuing
education program as prescribed by Rule 345A(b).
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•Failure of a member or member organization to ensure that a covered employee participates in a continuing
education program as prescribed by Rule 345A(b).

•Failure of a member or member organization to maintain adequate records documenting the contents of the
continuing education program and its completion by covered employees as required by Rule 345A(b).

Rule 440A (“Telephone Solicitation”)

•Making a telephone call to the residence of a person for the purpose of soliciting the purchase of securities
or related services at any time other than between 8 a.m. and 9 p.m. local time. [ Rule 440A(a)]

•Making a telephone call to the residence of a person for the purpose of soliciting the purchase of securities
or related services but failing to promptly and clearly disclose the identity of the caller and member
organization, the telephone number at which the caller may be contacted, and the purpose of the call. [ Rule
440A(b)]

•Failure of a member or member organization to make and/or maintain a centralized list of persons who
have informed the member, member organization or any employee thereof, that they do not wish to receive
telephone solicitations. [ Rule 440A(d)]

•Failure to obtain a customer's express written authorization on a negotiable instrument obtained from the
customer or submitted by a member, member organization or person associated with a member or member
organization as payment for the purchase of securities and/or to maintain such authorization for a period of
three years. [ Rule 440A(e)]

Rule 472 (“Communications With The Public”)

•Failure to retain telemarketing scripts for three years. [ Rule 472(c)]

Questions regarding this Information Memo may be directed to Stephen Kasprzak at (212) 656-5226.

Salvatore Pallante

Executive Vice President

Attachments

EXHIBIT A

Additions underlined

LIST OF EXCHANGE RULE VIOLATIONS AND FINES APPLICABLE THERETO PURSUANT TO
RULE 476A

Rule 15 (ITS and Pre-Opening Applications) and Rule 15A (ITS “TradeThroughs” and “Locked-Markets” and
ITS Block Trade Policy)

Rule 35 requirement that employees of members and member organizations be registered with, qualified by,
and approved by the Exchange before being admitted to the Trading Floor

Violation of the agency provisions of Rule 72(b)

Rule 79A.15 requirements for specialists' display of customer limit orders

Rule 79A.30 requirement to obtain Floor Official approval for trades at wide variations from last sale

Rule 80A(b) restrictions on entry of stop orders and stop limit orders

Rule 80A(c) and (d) tick requirements for certain orders when the Dow Jones Industrial Average *   has
moved 50 points from the previous close
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Rule 95 order identification requirements and prohibition of transactions which involve discretion on the Floor
as to choice of security, total amount of security to be bought or sold or whether transaction is purchase or
sale

Rule 97(a) prohibitions regarding subsequent purchases of stock on the same trading day, after effecting a
block transaction with a customer

Reporting rule violations (Rule 97.40, 104A.50, 107A.30, 112A.10, 304(h)(2), 312(a), (b) & (c), 313, 345.12,
345.17, 346(c), 351, 421, 440F, G & H and 706)

Participation in the Specialist Performance Evaluation Questionnaire (SPEQ) Process (Rule 103A)

Rule 104.10 (Functions of Specialists)

Rule 104.12 Specialist investment account rule violations

Rule 105 and Guidelines (Specialist Specialty Stock Option Transactions)

Specialists' Contact With Listed Companies and Member Organizations (Rule 106)

Rule 107A.10 RCMM stabilization requirement violations

Rule 112(d) Competitive Trader stabilization requirement violations

Rule 116.30 requirements for specialists' stopping stock

Record retention rule violations (Rules 117, 121, 123, 123A.20, 345.11, 410, 432(a), 440 and 472(c) including
telemarketing scripts)

Failure to Time-Record Orders Received at the Specialist's Post (Rule 121) and Failure to Time-Record
Orders received at a Member's Booth from off the Floor (Rule 123)

Failure of a member or member organization to use standardized Floor stationery as required by Rule
123A.23

Percentage Orders (Rule 123A.30)

Rule 123A.40 requirement to obtain Floor Official approval for election of stop orders

Failure to utilize procedures of Rule 127 to satisfy all better priced limit orders when effecting block crosses
outside the quote and failure to provide public orders an execution at the cross price when required by Rule
127 procedures

Failure to collect and/or submit all audit trail data specified in Rule 132

Rule 134(c) and (e) requirement to comply with specified QT procedures and time periods

Failure to Obtain Exchange Approval Rule Violations (Rules 312(h) & (i), 342(c), 342.10, 346(e) and (f),
382(a) and 791(c))

Failure of a member organization to have individuals responsible and qualified for the positions of Financial
Principal, Operations Principal, Compliance Official, Branch Office Manager and Supervisory Analyst (Rules
342(b), (d) & .13, 311(b)(5) and 344)

Rule 343 requirements relating to member organization office sharing arrangements

Failure of a member organization to have individuals responsible and qualified for the positions of Securities
Lending Supervisor and Securities Trader Supervisor (Rule 345(a))

Failure to comply with the Firm Element Continuing Education requirements of Rule 345A(b)

Failure to obtain employer's prior written consent for engaging in an outside activity as required by Rule
346(b)

Guaranteeing a customer's account against loss or sharing in profits or losses as prohibited by Rule 352(b)
and (c)
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Rule 387 requirements for customer COD/POD transactions

Rule 392 notification requirements

Rule 407 requirements for transactions of employees of the Exchange, members or member organizations

Rule 408(a) requirement that written authorization be obtained for discretionary power in a customer's
account

Rule 410A requirements for automated submission of trading data

Rule 410B requirements to report transactions in Exchange listed securities not otherwise reported to the
Consolidated Tape

Failure to transfer a customer securities account in accordance with the requirements of Rule 412 and the
interpretations thereunder

Rule 440A telemarketing restrictions

Rule 440B short sale rule violations

Rule 440C failure to deliver against a short sale without diligent effort to borrow

Rules 451 and 452 requirements relating to transmission of proxy material and authorizing the giving of
proxies

Rule 460.30 notification requirements

Misstatements or omission of fact on submissions filed with the Exchange (Rule 476(a)(10))

Failure to submit books and records or to furnish information on the date or within the time period that the
Exchange requires (Rule 476(a)(11))

Rules 704 and 705 options position limits and exercise limits

Failure of a member organization to have individuals responsible and qualified for the positions of Registered
Options Principal, Senior Registered Options Principal and Compliance Registered Options Principal (Rules
720 and 722(b))

Rule 726 options disclosure document and prospectus delivery requirement violations

Rule 750(e)(i) requirement for options specialists to establish bid/ask spreads no greater than the maximum
permitted Competitive Options Traders, based on the price of the option or the bid/ask differential of the
underlying security

Rule 758(b)(i)(C)(1) requirement for Competitive Options Traders to establish bid/ask spreads no greater than
the maximum permitted, based on the price of the option or the bid/ask differential of the underlying security

Rule 758(b)(ii)(A) limitations on principal/agency trading of a Competitive Options Trader

Rule 762 requirements to file option trade information

Rule 780(b)(i) requirement for members and member organizations to indicate final decisions of holders of
equity options either to exercise or not to exercise expiring equity options by a specified time

Rule 780(f) requirement for members and member organizations to make, keep and file with the Exchange
records concerning final exercise decisions made with respect to options in certain circumstances

Rule 780.10(b) requirement to deliver “exercise advice”

Rule 781 allocation of exercise assignment notice violations

Violations of Exchange policies regarding procedures to be followed in delayed opening situations

Failure to adhere to Expiration Day Auxiliary Opening Procedures for order entry, order identification and
imbalance publication with respect to orders relating to expiration of index-related derivative products
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Failure to adhere to entry and cancellation procedures for limit-at-the close and market-at-the-close orders on
non-expiration days, expiration Fridays and quarterly expiration days

Failure of new member to adhere to order execution supervision procedures during period the member is
required to wear a temporary badge

Failure to adhere to procedures for automatic execution of orders under the NYSE DIRECT§ facility (Rules
1000- 1005)

  Fine Amount             Individual     Member Organization

  First Time Fined        $500           $1,000

**Second Time Fined       $1,000         $2,500

**Subsequent Fines        $2,500         $5,000

** Within a “rolling” 12-month period.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

*  "Dow Jones Industrial Average" is a service mark of Dow Jones & Co., Inc.
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November 6, 2001

   Market Surveillance

NYSE

New York Stock Exchange, Inc.

11 Wall Street New York, NY 10005

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: MANDATORY ERROR ACCOUNT REQUIREMENT, ERROR TRANSACTION PROCEDURES,
RECORDKEEPING REQUIREMENTS, DISCLOSURE OF ALL MEMBER ACCOUNTS, AND PROCEDURES
FOR HANDLING ERRONEOUS REPORTS/ RULES 134, 407A, AND 411

The Securities and Exchange Commission (“Commission”) has approved new rules, and amendments to

existing rules 1  , to address situations involving erroneous transactions and reports. In addition, there is a
new requirement that all members maintain an error account, as well as a new requirement that members
report to the Exchange any account in which the member has a direct or indirect financial interest or over
which the member has discretionary authority. The new requirements are effective as of January 7, 2002.

Mandatory Error Account

The Commission has approved an amendment to Exchange Rule 134 (Differences and Omissions.—Cleared
Transactions (“QTs”)) to require that each member must have an error account. If a member does not have
an error account, he or she may not transact business on the Floor. Only one error account will be permitted
for each member. This may be an account at a registered broker or dealer in the member's name, an error
account maintained by his or her member organization, or participation in an error account established for a
group of members. Furthermore, no non-error trading may take place in a member's error account.

Amended Rule 134 also requires each clearing member organization to report to the Exchange whenever
it ceases to carry a member or member organization's error account. The notice must be made in writing
immediately to your firm's Finance Coordinator, and in no event later than the opening of the Exchange on the
following business day.

Transactions to be Recorded in an Error Account

The Exchange requires that any transaction handled by a member for a customer (whether a broker-dealer or
not) where a member or member organization assumes or acquires a position as a result of an error will be
recorded in an error account. This will include situations where the execution was wrong (e.g., wrong side of
the market, wrong stock) as well as where the member “missed the market” by failing to execute a held order
in the prevailing market.

•If the error can be corrected at a better price at the time the error is discovered, the better price must be
offered to the customer. If the customer refuses the superior execution, a record of this must be maintained
by the member.

•If an error is corrected by an execution at an inferior price, it may be resolved by use of a “difference check”
at the discretion of the customer, representing the difference between the execution price and the price the
customer should have received on the trade.
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Records of these miss the market transactions (if resolved by a difference check) would be required to be
maintained by the member or member organization, but they would not have to be recorded in the error
account. See Interpretation/01 to Rule 375, NYSE Interpretation Handbook.

Error Transaction Procedures

Paragraph (d)(ii) and sections .20 and .30 under Supplementary Material have been added to Rule 134
to provide procedures to be followed in error situations. Under (d)(ii), if a member or member organization
acquires or assumes a security position resulting from an error transaction, such transaction must be cleared
in the member's designated error account. Alternatively, a customer may accept the error, in which case the
transaction is placed in the customer's account. An error transaction may also be accepted by the specialist
in the security into his or her organization's account, which must be identified separately as an error-covering
transaction.

In addition, an amendment to Rule 134(d)(ii) requires each member who initiates a transaction on the Floor
of the Exchange to offset an error to create a time-stamped order ticket to evidence the transaction and to
indicate that it is to cover an error. This requirement will provide a more complete and accurate record of
errors that occur on the Floor, and enhance the ability of the Exchange to examine a member's error account
activities.

New section .20 provides that when a customer accepts the error transaction, a monetary settlement (a
“difference check”) may be made by the member or member organization. If the difference check is for more
than $500, records detailing the transaction must be maintained by the member or member organization
involved. In some instances, a customer may accept an error, but not wish to receive a difference check for
bookkeeping or other reasons. The member or member organization involved must maintain records in these
situations, as well.

New section .30 prescribes the way an error that is not accepted by a customer must be handled. If the order
can be executed on its original terms or on better terms, the member or member organization is expected
to execute the order pursuant to its terms, as would typically be the case with a “not held” order. Where the
member is representing a “held” order which cannot be executed pursuant to its terms (e.g., a held order
to buy with a limit of 20 cannot be executed if the member missed the market and the stock is now trading
above 20), the member must issue an execution report covering the customer's order at the missed market
price from his or her error account, the member organization's error account or the specialist's account if
the specialist has agreed to take in the error. Section .30 provides that this report may be confirmed as an
Exchange transaction as long as the position in the member or member organization's error account or
specialist's account is liquidated on the Exchange.

A member representing a “not held” order cannot “miss the market”, and must execute the order pursuant to
its terms. The member may not simply issue a report out of his or her error account.

Recordkeeping

Paragraph (d)(iii) has been added to require that records with respect to all errors must be maintained by
the member or his or her member organization. The paragraph specifies which data elements are required.
These include the audit trail data elements prescribed in Rule 132, nature and amount of error, how the
error was resolved with the member or member organization, including a specialist organization, which
cleared the error, and the amount of liability incurred by the member as of the time an error is recorded. The
Exchange may also specify that additional data elements be recorded in circumstances where the Exchange
believes that such additional information is necessary for all error transactions, or in particular situations. The
requirement for recordkeeping will enable the Exchange to review and analyze error transactions on a current
and consistent basis.

New section .40 establishes reporting requirements with respect to “profitable” errors. These are errors which
can be liquidated at a price that is favorable to the position acquired in the member or member organization's
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error account for certain members as discussed below. The section requires reports to the Exchange if a
single error transaction results in a profit of more than $500, or if the profit exceeds $3,000 in any calendar
week. The Exchange is currently designing a quarterly filing format and electronic system for members and
member organizations to report profitable errors. Members and member organizations will be advised of the
reporting guidelines during the first quarter, 2002.

Under section .40, reports with respect to profitable errors must be made by every member not associated
with a member organization and every member associated with a member organization which derives at least
75% of its revenue from floor brokerage. The Exchange believes this will enable it to promptly review these
situations for possible violations of Floor trading rules or procedures. Details of all errors, profitable or not,
must be maintained by all members and member organizations. For members and member organizations
which do not act primarily as a Floor broker, these records will be reviewed in connection with the normal
regulatory activities of the Exchange.

Member Account Disclosure

New Rule 407A provides the Exchange with information on accounts of members. The rule requires a
member to report to the Exchange any securities account in which the member has a direct or indirect
financial interest or over which the member has discretionary authority. This includes any securities account
at a non-member brokerdealer, investment advisor, bank or other financial institution. In addition, the member
must notify the financial institution that carries or services his or her account or an account over which the
member has discretionary authority that he or she is a member of the Exchange.

Furthermore, Rule 407A (Disclosure of All Members Accounts) also provides that a member must inform the
Exchange when any securities account in which the member has an interest is closed. This provision will
enable the Exchange to know whether members have active securities accounts.

Purchases of securities of a publicly-traded registered investment company directly from the issuer or
principal underwriter are not considered a reportable securities account. However, interests in a non-publicly-
traded investment vehicle, including hedge funds, are reportable.

These reporting requirements will provide current information to the Exchange on where members carry
securities accounts. The ability to investigate promptly the trading of securities by members of the Exchange
would be enhanced.

Reporting Requirements

Members and member organizations are required to report all securities accounts of members electronically
via the Exchange's Electronic Filing Platform. The account data will be filed and maintained in your member
organization's Firm Profiler Application with the Exchange. This function will be accessible via the “Members”
tab. The report format will be available for securities account submission(s) on January 7, 2002 and reporting
pursuant to Rule 407A should be completed by January 28, 2002. A failure to respond may subject a member
and/or a member organization to the penalty provisions of Rule 416, Questionnaires and Reports.

Erroneous Reports

Rule 411(a) (Erroneous Reports) provides that the price and size of the actual auction market trade are
binding, notwithstanding that the customer has received an erroneous report with respect to the terms of
the trade. In today's markets, however, some customers may not want to take corrected reports, due to
processing costs or other difficulties with respect to other trading strategies effectuated by the customer in
reliance on the erroneous report.

This has the potential for creating problems in clearing and settling trades, because Rule 411(a) did not
previously provide a means whereby a Floor broker can treat an erroneous report as though it were an
erroneous trade.
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The Commission has approved amendments to Rule 411(a) to provide two alternative approaches in cases
where an order has been executed, but the wrong price and/or size has been reported to the customer.

Alternative One. The first alternative is simply the current rule. The actual execution price and size are
binding, and the trade clears and settles in accordance with the terms of the auction market trade. The
member and the customer resolve any monetary issues between themselves. This alternative must be
presented to the customer and rejected by a person authorized to accept or reject the erroneous report for the
customer before a member can rely on new alternative two.

Alternative Two. Under this alternative, which has been added to Rule 411(a), a non-member may treat the
terms of the execution report as though they were the terms of the actual auction market trade, provided that:

(i) the price and size of the erroneous report are within the range of prices and sizes reported on the
Consolidated Tape;

(ii) the member reports the nature of the error to the non-member, and whether it results in a favorable
adjustment to the non-member;

(iii) the member documents, on a trade-by-trade basis, the name of the individual authorized to accept or
reject the erroneous report for the non-member; such documentation must include the amount of the error,
and whether it was in the nonmember's or member's favor;

(iv) the member treats the erroneous report as though it were an erroneous trade; in the member's error
account, the member takes the opposite side of the report, and the opposite side of the actual auction market
trade;

(v) the member must absorb any loss as a result of taking the trade into the member's error account; any

profit must be paid to the New York Stock Exchange Foundation 2  ;

(vi) a specialist may accommodate the member by taking the error into the specialist's error account; the
member must absorb any loss, while any profit goes to the New York Stock Exchange Foundation; the
member must document the specialist's accommodation and non-member understandings as per (ii) above;
the specialist must document taking in the error to accommodate the member.

Alternative Two is only available to transactions between a member and a non-member. It is not available for
transactions between two members.

Rule 411 has also been amended to make clear that a member may not rely on alternative two in situations
where a member has issued a report but has not actually executed the order.

The Exchange believes this approach provides a reasonable means for handling erroneous reports as
between members and non-members, and provides sufficient safeguards to prevent abusive practices.

Amended Rules 134 and 411 and new Rule 407A are attached as Exhibit A. Questions concerning erroneous
trades and reports may be addressed to Market Surveillance staff: Patrick Giraldi (212) 656-6804 and Carol
Krusik (212) 656-4597. Questions regarding reporting of errors and accounts should be addressed to your
Member Firm Regulation Finance Coordinator.

Regina C. Mysliwiec

Senior Vice President

Attachments

EXHIBIT A

Additions underlined; Deletions [bracketed]

Rule 134 Differences and Omissions-Cleared Transactions (“QTs”)
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(a) through (c) - No change

*****

[(d)(i) If a “$2” broker or a specialist knows a transaction, but the firm that he “gave up” does not, then the “$2”
broker or specialist must have the transaction cleared for own account by substituting his clearing firm for the
clearing firm that was originally “given up”.]

[(ii) A member may have a trade as to which he made an error cleared in an account in his own name
or the account of his member organization, or in an account in the name of another member or member
organization. Every member shall make available to the Exchange, upon Exchange request, accurate and
complete records of all his error trades cleared in his own, or his member organization's error account. A
member who has a trade as to which he made an error of $3,000 or more cleared by another member or
member organization shall maintain accurate and complete records, which shall be made available to the
Exchange upon Exchange request, as to such trade, which records shall include the audit trail data elements
prescribed in Rule 132, as well as the nature and amount of the error, the member or member organization
that cleared the error trade on the member's behalf, the means whereby the member resolved the error with
the member or member organization that cleared the error trade on the member's behalf, the aggregate
amount of liability that the member has incurred and has outstanding, as of the time each such error trade
entry is recorded, as to his error trades that have been cleared by other members or member organizations,
and such other information as the Exchange may from time to time require.]

(d) (i) No member shall be permitted to effect transactions on the Floor unless such member: (a) maintains
an error account at a registered broker or dealer in his or her name, or in the name of his or her member
organization; or (b) such member participates in an error account established for a group of members (“group
error account”). A member shall maintain only one error account as referenced above for the resolution of
errors.

(ii) Any transaction effected on the Floor which results in a member or member organization assuming or
acquiring a position in a security as a result of an error and any transaction initiated on the Floor by a member
to offset a transaction made in error shall be cleared in the member's or his or her member organization's
error account or group error account unless the customer accepts the error transaction, or the specialist in
the security accepts the error transaction as a trade on “account of error”. Any transaction initiated on the
Floor by a member to offset a transaction made in error shall be evidenced by a time stamped order ticket
indicating that the transaction is to cover an error.

(iii) Records as to all errors shall be maintained by the member or his or her member organization. Such
records shall include the audit trail data elements prescribed in Rule 132, as well as the nature and amount
of the error, the means whereby the member resolved the error with the member or member organization
that cleared the error trade on the member's behalf, the aggregate amount of liability that the member
has incurred and has outstanding, as of the time each such error trade entry is recorded, and such other
information as the Exchange may from time to time require.

(iv) When a clearing member organization ceases to carry a member's or member organization's error
account, the clearing member organization must notify the Exchange in writing immediately, but in no event
later than the opening of trading on the following business day.

(v) No trading may take place in an error account that is not related to an error.

Supplementary Material:

.10 The term “registered broker or dealer” as used in this Rule shall mean any broker or dealer registered in
accordance with Section 15(b) of the Securities Exchange Act of 1934.

.20 An error may be resolved by the customer accepting the error transaction as executed and a member or
member organization paying the customer to settle the amount of the error (a “difference check”). Detailed
records of the type contained in (d)(iii) shall be maintained by the member or member organization of each
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transaction which resulted in a difference check of more than $500, or for which a customer refused a
difference check of any amount.

.30 If the customer does not accept the erroneous transaction and the order cannot be executed on its
original terms or better in the then current market, the member must issue a report from the member's or his
or her member organization's error account, or with the prior approval of the specialist, from the specialist's
account. Such report may be confirmed to the customer as an Exchange transaction provided there is a
liquidation transaction on the Exchange in the error account.

.40 Every member not associated with a member organization, and every member associated with a
member organization which derives at least 75% of its revenue from floor brokerage based on execution of
orders on the Floor shall report to the Exchange error transactions in such member's or his or her member
organization's account which result in a profit of more than $500 for any transaction, or for more than $3,000
in any calendar week. Such reports shall contain a detailed record of the errors and liquidating transaction.

Rule 407A Disclosure of All Member Accounts

(a) Each member must promptly report to the Exchange any securities account, including an error account, in
which the member has, directly or indirectly, any financial interest or the power to make investment decisions,
which is at a member or non-member broker-dealer, investment advisor, bank or other financial institution. A
report shall contain such information as the Exchange may from time to time require.

(b) A member having an account referred to above, including an account over which such member has the
power to make investment decisions, shall notify the financial institution that such person is a member of the
Exchange.

(c) A member must report to the Exchange when any securities account referred to in (a) above is closed.

Supplementary Material:

.10 Purchases of a security of a publicly traded registered investment company directly from the issuer or
principal underwriter shall not be deemed a securities account for purposes of this Rule. Interest in a non-
publicly traded investment vehicle, including hedge funds, is reportable under this Rule.

Rule 411: Erroneous Reports

(a) (i) Erroneous Reports. - Except as provided in Rule 123B(b)[,] and in paragraph (ii) below, the price at
which an order is executed shall be binding notwithstanding the fact that an erroneous report in respect
thereto may have been rendered. A member must offer a corrected report to the non-member, which is
rejected by an individual authorized to act for the non-member, before relying on paragraph (ii) below.

(ii) A non-member for whom a member executed an order but rendered an erroneous report thereto may treat
the terms of the execution report as though they were the terms of the actual auction market trade, provided:

(1) the price and size of the erroneous report are within the range of prices and sizes in the subject security
reported on the Consolidated Tape on the day in which the order was executed;

(2) the member reports the nature of the error to the customer, and whether the error was favorable or
unfavorable to the non-member;

(3) the member documents, on a trade-by-trade basis, the name of the individual authorized to accept
the erroneous report for the non-member, the amount of the error, and whether the error was in the non-
member's or member's favor;

(4) except as provided in (6) below, the member treats the erroneous report as though it were an erroneous
trade, and takes the opposite side of the report, and the opposite side of the actual auction market trade, into
his or her error account or the error account of the member organization;
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(5) the member assumes any loss occasioned by the erroneous report, with any profit paid to the New York
Stock Exchange Foundation;

(6) a specialist may accommodate the member and take the error into the specialist's error account,
so long as the member documents the specialist's taking in the error, and documents the non-member
understandings indicated in paragraph (2) above, the specialist documents taking in the error to
accommodate the member, and the member assumes any loss, with any profit going to the New York Stock
Exchange Foundation.

(iii) A report shall not be binding and must be rescinded if an order was not actually executed but was in error
reported to have been executed; an order which was executed, but in error reported as not executed, shall
be binding; provided, however, when a member who is on the Floor reports in good faith the execution of an
order entrusted to him by another member or member organization and the other party to that transaction
does not know it, the member or member organization to whom such report was rendered and the member
broker who made the report shall treat the transaction as made for the account of the member who made the
report, or the account of his member organization, if the price and size of the transaction were within the price
and volume of transactions in the security at the time that the member who made the report believed he had
executed the order. A detailed memorandum of each such transaction shall be prepared and filed with the
Exchange by the member assuming the transaction.

******

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See SR-NYSE-99-25, approved by Securities Exchange Act Release No. 44769 (September 6, 2001),
66 FR 47710 (September 13, 2001).

2  The New York Stock Exchange Foundation makes contributions in support of worthy charitable and civic
organizations.
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October 29, 2001

   Market Surveillance

NYSE

New York Stock Exchange, Inc.

11 Wall Street New York, NY 10005

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ALLOCATION POLICY

The Allocation Policy currently permits a listing company to send a letter to the Allocation Committee
indicating the general characteristics it believes it would be appropriate as to the specialist unit ultimately
selected to trade its stock. Such letter may not name any particular specialist unit, and the characteristics so
indicated may not be so specific as to be applicable to a readily identifiable specialist unit. The company's
letter is distributed with a memorandum prepared by the Exchange staff describing the listing company,
underwriters, recent market activity and other details soliciting specialist units to apply for the allocation of the
company's stock.

In certain situations, specialist units have met with companies prior to their making a listing decision and have
played a significant role in a company's making a decision to list on the Exchange. The listing company may
then have an expectation that this specialist unit ought to be included in the group of units to be interviewed
by the company, but such a result is not required under the current Allocation Policy. Indeed, under the
current Allocation Policy, the Allocation Committee cannot know directly from the company of the specialist's
role in the listing decision.

The Securities and Exchange Commission has approved an amendment to the Allocation Policy to allow
the listing company to send a separate letter to the Allocation Committee indicating the role that one specific
specialist unit has played in helping the company to reach its listing decision. This letter would be separate
and distinct from the traditional letter the company would send to the Allocation Committee, which is then
distributed to all specialist units, as noted above. The separate letter would not be distributed to the specialist
units. The Allocation Committee would then assemble a pool of specialist units to meet with the company in
accordance with the performancebased criteria of the Allocation Policy, and would include the specialist unit
named in the separate letter in the pool.

Regina C. Mysliwiec

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
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October 26, 2001

   Member Firm Regulation

NYSE

New York Stock Exchange, Inc.

20 Broad Street New York, NY 10005

ATTENTION: MANAGING PARTNER, CHIEF EXECUTIVE OFFICER, BRANCH OFFICE MANAGERS,
COMPLIANCE OFFICER, TRAINING AND HR DIRECTORS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: CONTINUING EDUCATION WEBSITE

The Securities Industry/Regulatory Council on Continuing Education, on which the Exchange participates,
has developed a website devoted to the industry's Continuing Education Program. The website's address is
www.securitiescep.com and will be launched on Friday, October 26th, 2001.

The website contains the following information:

• Mission and History

Mission and History of the program.

• Register for E-mail Updates

Register to receive e-mail alerts that may be used for Continuing Education Programs as well as general
training and compliance. This may include notices from SROs and other industry organizations, information
on new publications, and updates regarding changes to rules and regulations that may have an impact on a
firm's business and Continuing Education Programs.

• Regulatory Element

• Content Outline: Topics covered in the Regulatory Element General Program (S101) and the Regulatory
Element Investment Representative Program (S106).

• Frequently Asked Questions: Answers to questions frequently asked about the Regulatory Element.

• Program Delivery Sites: A listing of centers in your area where the Regulatory Element may be taken.

• In-Firm Delivery Information: Technology and site requirements, and the administrative procedures
necessary to receive approval for delivery of the Regulatory Element on your firm's premises.

• Retired Regulatory Element Scenarios: A catalog from which the Retired Regulatory Element Scenarios
can be ordered. These scenarios have fulfilled their three-year cycle and may be used for development of
Firm Element or other industry-related training and compliance needs.

• Firm Element

• Frequently Asked Questions: Answers to questions frequently asked about the Firm Element.

• Firm Element Organizer: A valuable resource in conducting your Needs Analysis and in helping develop a
curriculum for Firm Element training.

• Search the Firm Element Organizer Database: An extensive database for regulatory bulletins and
publications from other industry related sources.
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• Contact Us

Questions regarding the Regulatory or Firm Element Continuing Education Programs can be submitted to the
Continuing Education staff for appropriate action.

• Publications/Resources

A listing of educational resources and links to other industry-related sites.

Questions about the Continuing Education website should be directed to Roni Meikle (212) 656-2156 or
Jennifer Kraner (212) 656-2298.

Salvatore Pallante

Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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October 19, 2001

   Member Firm Regulation

NYSE

New York Stock Exchange, Inc.

20 Broad Street New York, NY 10005

ATTENTION: CHIEF OPERATIONS OFFICER, CHIEF COMPLIANCE OFFICER, AND BRANCH OFFICE
MANAGERS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: UPDATED LISTING OF THE DEPARTMENT OF TREASURY “SPECIALLY DESIGNATED
NATIONALS AND BLOCKED PERSONS”

On September 24, 2001, President Bush issued an Executive Order targeting financial assets of terrorists.
The Order added new names to the Department of the Treasury's Office of Foreign Assets Control's (“OFAC”)
list of “Specially Designated Nationals and Blocked Persons” (“SDN”). Please refer to Information Memo No.
01-26, dated September 24, 2001.

On October 1, 2001, OFAC issued a Bulletin providing additional descriptive information, including aliases, on
the names included in the annex of the September Executive Order. This information is attached as Exhibit
A. In addition, on October 12, 2001, OFAC issued a Bulletin adding the names of thirty-nine (39) Specially
Designated Global Terrorists (“SDGTs”) to its list of SDNs (see Exhibit B). The above information also can be
accessed from the OFAC website listed below.

Members and member organizations should routinely monitor the OFAC website for updates and additional
information. The OFAC website (http://www.treas.gov/ofac) also can be accessed from the NYSE website
(http://www.nyse.com/mfr).

Please call William Jannace at 212-656-2744 if you have any questions concerning this memorandum.

Salvatore Pallante

Executive Vice President

Attachments

Copyright 2019, NYSE Group, Inc. All rights reserved.
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October 8, 2001

   Member Firm Regulation

NYSE

New York Stock Exchange, Inc.

20 Broad Street New York, NY 10005

ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, CHIEF OPERATIONS OFFICER

TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: BOOKS AND RECORDS MAINTAINED AT THE WORLD TRADE CENTER

Members and member organizations, whose books and records were maintained at the World Trade
Center (or any other affected building), must prepare a list of the types of books and records required to be
maintained pursuant to NYSE Rule 440 and SEA Rules 17a-3 and 17a-4 (and time periods affected) that
were permanently destroyed.

The list need not include records that can be recreated from an electronic database or that can be retrieved
from a correspondent, service bureau, or back-up records storage facility.

All such lists must be submitted to your Finance Coordinator at the Exchange by November 9, 2001. If you
have any problems meeting this time frame, please contact your Finance Coordinator.

Questions regarding this memorandum may be directed to your Finance Coordinator at the Exchange.

Salvatore Pallante

Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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October 8, 2001

   Market Surveillance

NYSE

New York Stock Exchange, Inc.

11 Wall Street New York, NY 10005

TO: ALL MEMBERS, MEMBER ORGANIZATIONS AND CHIEF OPERATING OFFICERS

SUBJECT: REVISED EFFECTIVE DATE AMENDMENT OF RULE 92: LIMITATION ON MEMBER'S
TRADING BECAUSE OF CUSTOMERS' ORDER

REVISED EFFECTIVE DATE

The Securities and Exchange Commission has approved amendments to Rule 92 (Limitations on Members'
Trading Because of Customers' Orders). The revised provisions of the Rule (attached) are effective
JANUARY 7, 2002.

Rule 92 provides that no member or member organization shall cause the entry of an order in an NYSE-
listed security for an account in which such member or member organization or any approved person thereof
is directly or indirectly interested, if the person responsible for the entry of the order has knowledge of any
particular unexecuted customer order on the same side of the market which could be executed at the same
price.

With respect to the knowledge requirement, Rule 92 provides that a member or member organization
shall be presumed to have knowledge of a particular customer order unless the member organization has
implemented a reasonable system of internal policies and procedures (“information barriers”) to prevent the
misuse of information about customer orders by those responsible for entering such proprietary orders.

Applicability of Rule 92 to Member Organizations

The amendments to Rule 92 broaden the Rule's applicability to member organizations, and apply to all
proprietary trading in NYSE-listed stocks when a member organization has an agency order capable of
execution at the price at which a proprietary trade is proposed to be effected. The Exchange understands
that in most “trading along” situations, the same Floor broker represents the agency and proprietary orders,
and, even if that is not the case, it would be unacceptable for a firm to enter a proprietary order with a different
broker, who could then compete directly with the broker representing the member firm's customer.

Applicability to Transactions in NYSE-Listed Stocks on Other Markets

Rule 92 applies to any agency or proprietary transaction effected on the Exchange if such transaction
(“Exchange transaction”) is part of a group of related transactions that together have the effect prohibited by
the rule, regardless of whether (i) one or more of the other related transactions were effected on other market
centers; or (ii) the Exchange transaction by itself had such effect.

Exceptions for Trading Along with Customer Orders Under Specified Conditions

The amendments to Rule 92 permit members and member organizations to trade along with a customer,
in certain situations, as outlined below. The term “customer” excludes any individual investor trading for
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an account in his or her own name. Rule 92 does not permit trading along with such individuals under any
circumstances.

A customer whose order is being traded along with must have given express permission for the member or
member organization to trade along. The consent requirement applies to both domestic or foreign customers.
The express permission of the customer must include an understanding by the customer of the relative
price and size of allocated execution reports. Such permission must be obtained on an order-by-order basis.
Member organizations may not rely on a broad contractual understanding with a customer in this regard.

Although the amended rule does not outline a specific method of record keeping evidencing that a customer
has given permission to trade along, members and member organizations must implement appropriate
procedures to capture this information with respect to each such order. The burden of proof to demonstrate
that customer consent was obtained will fall on the member or member organization.

In addition to the requirements for customer qualification and consent noted above, each of the trading along
exceptions have other specific requirements.

Liquidation of a Proprietary Facilitation Position

A member or member organization may enter a proprietary order while representing a customer's order which
could be executed at the same price if the proprietary transaction involves liquidating a position held in a
“proprietary facilitation account” and the customer's order is for 10,000 shares or more. The term “proprietary
facilitation account” means an account in which a member organization has a direct interest and which is
used to record transactions whereby the member organization acquires positions in the course of facilitating
customer orders. The position held in the proprietary account need not have been acquired from the customer
whose order the member organization intends to trade alongside.

The principle of permitting liquidation of a facilitation position extends to a situation where a member
organization enters into a binding contract with a customer to buy or sell a specified number of shares of
a particular security, at the closing price of the security on that day, with the contract to be completed after
the close of trading. In that situation, the binding contract would be deemed for purposes of Rule 92 (but not
necessarily for the purpose of any other rule) to be the equivalent of the establishment of a block facilitation
provision.

For example, a member organization that had entered into a binding contract to sell 100,000 shares of XYZ
to customer A would be deemed thereby to have established, for purposes of Rule 92, a 100,000 share
short position (assuming the member organization had no position in the security prior to entering into the
contract). If the member organization received an order from customer B to purchase the subject security,
the member organization would be permitted to purchase stock for its own account along with customer B in
order to liquidate the short position it had established, provided (i) the member organization had recorded the
short position, by memorandum entry or otherwise, in a block facilitation account; (ii) customer B's order is for
at least 10,000 shares; (iii) customer B is not an individual investor; and (iv) customer B had given express
permission for the member organization to trade along with its orders, including an understanding of the
relative price and size of allocated execution reports.

Hedging Activities

Rule 92 has also been amended to permit members and member organizations to be able to trade along
with customers when creating or modifying a bona fide hedge. The member or member organization's
transactions to create the hedge must occur so close in time to the completion of the transaction precipitating
such hedge as to be clearly related, the size of the offsetting hedge must be commensurate with the risk
it offsets, the risk to be offset must be the result of a previously-established facilitation position, and the
customer's order must be for 10,000 shares or more.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

618

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE92/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE92/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE92/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE92/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


If the member or member organization is modifying an existing hedge, the size of the hedge must remain
commensurate with the risk it offsets, the hedge must have been created to offset a position acquired in the
course of facilitating a customer's order and the customer's order must be for 10,000 shares or more.

The hedge exemption is available only to offset the risk of a facilitation position that has been acquired, or
that the member organization knows that it will acquire in order to facilitate a specific customer order that it
has received; it is not available to offset the risk of a position that the member organization believes it will
acquire, absent having received a specific customer order that the member organization will be facilitating.

A hedge is deemed to be “clearly related” to the transaction precipitating the hedge if either the first or last
transaction comprising the hedge is executed on the same trade date as the transaction that precipitates
such hedge. Thus, the initiation of the hedge should be reasonably proximate to the transaction precipitating
the hedge, but the member organization is not strictly required to complete the hedge on the same date
as the precipitating transaction. The Exchange intends the hedge exemption to be construed narrowly and
that the hedge transaction is reasonably proximate in time to the precipitating transaction. For example, a
hedge started on the same date as the precipitating transaction but not completed until several days later
would not be deemed to be “closely related” unless there were unusual or extenuating circumstances. The
Exchange believes that this “same trade date condition” is an appropriate limitation on the ability of member
organizations to trade along with their customers in this context.

Bona Fide or Risk Arbitrage

A member or member organization may enter a proprietary order while representing a customer's order
capable of execution at the same price if the proprietary order is for a bona fide arbitrage or risk arbitrage
transaction. Such transactions must be recorded in an account used solely to record arbitrage transactions.

Other Exceptions

The Exchange has retained exceptions to Rule 92 for odd-lot transactions by odd-lot dealers to offset odd-
lot orders for customers and proprietary transactions with delivery terms different than the unexecuted
customer's market or limit order. Exceptions for transactions by a member or member organization acting as
an over-the-counter market maker, as specialist on another exchange or to correct a bona fide error have
been added to paragraph (c) of the Rule.

Application of Rule 92 to Specific Orders

(1) Program Trading Orders

Proprietary program orders are subject to the restrictions against trading along with customer orders. The
Exchange understands that program trading desks at member organizations are typically distinct from
trading desks handling customer orders, and thus proprietary program orders entered in accordance with
the information barrier provisions of Rule 92 could be entered notwithstanding that the member organization
may also be representing customer orders in the same stock executable at the same price. If a member
organization seeks to rely on the “trading along” provisions of Rule 92 with respect to a program trading order,
it may do so provided the program order meets the definition of a program in Exchange Rule 80A and the
customer has given the requisite consent.

(2) “Black Box” Orders

Member organizations may receive orders from customers that are entered, either by the customer directly
or by employees of the member organization, into a computerized facility of the member organization, which
will, at periodic intervals during the trading day, send portions of the overall order, without intervention by the
member organization's employees, to the Exchange for execution. Such “feeding into the market” is typically
intended to effectuate a particular strategy (e.g., one related to achieving, over the course of the trading day,
the volume-weighted average price of the stock). If the member organization does not have actual knowledge
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that, in fact, a portion of the order has been sent to the Exchange for execution, the member organization
may enter proprietary orders in the same security without being deemed to be in violation of Rule 92.

A member organization may not enter or maintain a proprietary order in a computerized facility for periodic
routing to the Exchange if the member organization knows that customer orders reside in the facility that will
be routed to the Exchange in accordance with the same strategy as the member organization's.

If a member on the Floor receives a customer order in a stock routed by means of the computerized facility
at the same time the member is representing a proprietary order executable at the same price, the member
must execute the customer order before executing the proprietary order.

(3) Market on close orders

Since all market on close orders must be executed and receive the same closing price, there is no restriction
on a member organization's entering proprietary market on close orders in a stock in which it has also
entered customer market on close orders.

(4) Limit on close orders

Limit on close orders limited to the closing price may or may not receive an execution, depending on the
depth of contra side interest. A member organization may enter proprietary limit on close orders with the
same limit price as its customer limit on close orders. If the member organization receives an execution and
any customer does not, however, the member organization must give up its execution to such customer.

Amended Rule 92 is attached as Exhibit A. Questions concerning any matters discussed in this Information
Memo may be addressed to Brian McNamara at (212) 656-7086.

Regina C. Mysliwiec

Senior Vice President

Attachments

EXHIBIT A

Additions underscored; Deletions [bracketed]

Rule 92: Limitations on Members' Trading Because of Customers' Orders

[(a) No member shall (1) personally buy or initiate the purchase of any security on the Exchange for his
own account or for any account in which he, his member organization or any other member, allied member
or approved person, in such organization or officer thereof, is directly or indirectly interested, while such
member personally holds or has knowledge that his member organization holds an unexecuted market
order to buy such security in the unit of trading for a customer, or (2) personally sell or initiate the sale of any
security on the Exchange for any such account, while he personally holds or has knowledge that his member
organization holds an unexecuted market order to sell such security in the unit of trading for a customer.]

[(b) No member shall (1) personally buy or initiate the purchase of any security on the Exchange for any such
account, at or below the price at which he personally holds or has knowledge that his member organization
holds an unexecuted limited price order to buy such security in the unit of trading for a customer, or (2)
personally sell or initiate the sale of any security on the Exchange for any such account at or above the price
at which he personally holds or has knowledge that his member organization holds an unexecuted limited
price order to sell such security in the unit of trading for a customer.]

(a) Except as provided in this Rule, no member or member organization shall cause the entry of an order to
buy (sell) any Exchange-listed security for any account in which such member or member organization or any
approved person thereof is directly or indirectly interested (a “proprietary order”), if the person responsible
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for the entry of such order has knowledge of any particular unexecuted customer's order to buy (sell) such
security which could be executed at the same price.

(b) A member or member organization may enter a proprietary order while representing a customer order
which could be executed at the same price, provided the customer's order is not for the account of an
individual investor, and the customer has given express permission, including an understanding of the relative
price and size of allocated execution reports, under the following conditions:

(1) the member or member organization is liquidating a position held in a proprietary facilitation account, and
the customer's order is for 10,000 shares or more;

(2) the member or member organization is creating a bona fide hedge (“hedge”) and (i) the creation of the
hedge, whether through one or more transactions, occurs so close in time to the completion of the transaction
precipitating such hedge that the hedge is clearly related; (ii) the size of the hedge is commensurate with
the risk it offsets; (iii) the risk to be offset is the result of a position acquired in the course of facilitating a
customer's order; and (iv) the customer's order is for 10,000 shares or more;

(3) the member or member organization is modifying an existing hedge and (i) the size of the hedge, as
modified, remains commensurate with the risk it offsets; (ii) the hedge was created to offset a position
acquired in the course of facilitating a customer's order; and (iii) the customer's order is for 10,000 shares or
more; or

(4) the member or member organization is engaging in bona fide arbitrage or risk arbitrage transactions,
and recording such transactions in an account used solely to record arbitrage transactions (an “arbitrage
account”).

(c)The provisions of this Rule shall not apply to:

(1) [to] any purchase or sale of any security in an amount of less than the unit of trading made by an odd-lot
dealer to offset odd-lot orders for customers; [or]

(2) [to] any purchase or sale of any security upon terms for delivery other than those specified in such
unexecuted market or limited price order;[.]

(3) transactions by a member or member organization acting in the capacity of a specialist or market maker in
a security listed on the Exchange otherwise than on the Exchange; and

(4) transactions made to correct bona fide errors.

Supplementary Material

.10 A member or employee of a member or member organization responsible for entering proprietary orders
shall be presumed to have knowledge of a particular customer order unless the member organization has
implemented a reasonable system of internal policies and procedures to prevent the misuse of information
about customer orders by those responsible for entering such proprietary orders.

.20 This Rule shall apply to any agency or proprietary transaction effected on the Exchange if such
transaction (“Exchange transaction”) is part of a group of related transactions that together have the effects
prohibited by the Rule, regardless of whether (i) one or more of the other related transactions were effected
on other market centers; or (ii) the Exchange transaction by itself had such effects.

.30 This Rule shall also apply to a member organization's member on the Floor, who may not execute a
proprietary order at the same price, or at a better price, as an unexecuted customer order that he or she is
representing, except to the extent the member organization itself could do so under this Rule.

.40 For purposes of paragraph (b) above, the term “account of an individual investor” shall have the same
meaning as the meaning ascribed to that term in Exchange Rule 80A. For purposes of paragraph (b)(1)
above, the term “proprietary facilitation account” shall mean an account in which a member organization
has a direct interest and which is used to record transactions whereby the member organization acquires
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positions in the course of facilitating customer orders. Only those positions which are recorded in a
proprietary facilitation account may be liquidated as provided in paragraph (b)(1). For purposes of paragraph
(b)(2) and (b)(4) above, the terms “bona fide hedge”, “bona fide arbitrage” and “risk arbitrage” shall have
the meaning ascribed to such terms in Securities Exchange Act Release No. 15533, January 29, 1979. All
transactions effected pursuant to paragraph (b) (4) above must be recorded in an arbitrage account.

.50 For purposes of paragraph (b)(2) above, a hedge will be deemed to be “clearly related” if either the first or
last transaction comprising the hedge is executed on the same trade date as the transaction that precipitates
such hedge. A member shall mark all memoranda of orders to identify each transaction creating or modifying
a hedge as permitted under this Rule.

[.10] .60 A member who issues a commitment or obligation to trade from the Exchange through ITS or any
other Application of the System shall, as a consequence thereof, be deemed to be initiating a purchase or
sale of a security on the Exchange as referred to in this Rule.

[.20] .70 See paragraph (c)(i) of Rule 800 (Basket Trading: Applicability and Definitions) and paragraph (d)
(ii) of Rule 900 (Off-Hours Trading: Applicability and Definitions) in respect of the ability to initiate basket
transactions and transactions through the “Off-Hours Trading Facility” (as Rule 900 defines that term),
respectively, notwithstanding the limitations of this Rule.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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   Member Firm Regulation

NYSE

New York Stock Exchange, Inc.

20 Broad Street New York, NY 10005

ATTENTION: COMPLIANCE, LEGAL, AND REGISTRATION DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENT TO NYSE RULE 342 - COMPLIANCE OFFICIAL QUALIFICATION

Exchange Rule 342 (“Offices.—Approval, Supervision and Control”) requires each member and member
organization to designate a person to direct day-to-day compliance activity. Such persons, as well as those
compliance supervisors who direct ten or more persons engaged in compliance activity, must have overall
knowledge of securities laws and Exchange rules and must pass the Compliance Official Qualification
Examination (“Series 14”).

On September 13, 2001, the Securities and Exchange Commission approved rescission of the requirement
that Compliance Official candidates from members or member organizations doing a public business take and

pass the General Securities Sales Supervisor Qualification Examination (Series 9/10) 1   as a prerequisite
to the Series 14 examination. Since the Series 9/10 examination contains similar supervisory/compliance
related material as the required Compliance Official Qualification Examination (Series 14), it was not deemed
necessary to take both examinations.

Questions regarding this Memo may be directed to Thora Becker at (212) 656-4808.

Salvatore Pallante

Executive Vice President

Attachments

Exhibit A

Deletions [bracketed]

Acceptability of Supervisors

Rule 342.13

(a) no change

(b) Compliance supervisors. - Each member not associated with a member organization and in the case
of a member organization, the person (or persons) designated to direct day-to-day compliance activity
(such as the Compliance Officer, Partner or Director) and each other person at the member organization
directly supervising ten or more persons engaged in compliance activity should have overall knowledge of
the securities laws and Exchange rules and must pass the Compliance Official Qualification Examination
[and, if the member or member organization does business with the public, the General Securities Sales
Supervisor Qualification Examination (Series 8)]. Where good cause is shown, the Exchange, at its discretion,
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may waive [all or a portion of] the examination requirement[s]. The Exchange may give consideration to the
scope of the member or member organization's activity, to previous related employment, and to examination
requirements of other self-regulatory organizations. In such cases, the Exchange must be satisfied that the
person is qualified for the position.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  SEA Release No. 34-44789 (File No. SR-NYSE-2001-11), effective September 13, 2001
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October 4, 2001

   Member Firm Regulation

NYSE

New York Stock Exchange, Inc.

20 Broad Street New York, NY 10005

ATTENTION: MANAGING PARTNER, CHIEF EXECUTIVE OFFICER, BRANCH OFFICE MANAGERS,
COMPLIANCE OFFICER, TRAINING AND HR DIRECTORS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: CONTINUING EDUCATION.—NEW PROGRAM FOR SERIES 6 REGISTERED PERSONS

Rule 345A (Continuing Education for Registered Persons) permits the Exchange, as appropriate, to designate
specific Continuing Education Regulatory Element programs for various registration categories. The first
initiative under Rule 345A was the General Program (S101) in 1995, followed by the Supervisor's Program
(S201) which was released in November 1998. We are now preparing to introduce the Series 6 Program
(S106), which has been developed specifically for Series 6 registered persons.

Upon the implementation of the new program, Series 6 registered persons will take the S106 Program.
Supervisors/Principals of Series 6 registered persons will continue to take the Supervisor's Program (S201).
Other registration categories will continue to take the General Program (S101).

Attached is the combined Content Outline for both the S101 and S106 programs. Please note that there is
some overlap in subject matter between the two programs. However, those areas specific to the individual
programs are indicated.

A future Information Memo will be published with the specific date of the implementation of the 106 Program,
as soon as it is available. In the interim period, Series 6 registered persons will continue to take the General
Program.

Any questions relating to this memorandum may be directed to Roni Meikle, Continuing Education Manager
at (212) 656-2156 or Pat DeVita, Continuing Education Coordinator at (212) 656-2746.

Salvatore Pallante

Executive Vice President

Attachments

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Member Firm Regulation

 ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: RELOCATION OF THE EXCHANGE'S DIVISION OF ENFORCEMENT

This memorandum is to advise members and member organizations that the Exchange's Division of
Enforcement has relocated its offices to 20 Broad Street from 2 World Trade Center. The reception area for
Enforcement is located on the 19th Floor at 20 Broad Street.

All telephone numbers and e-mail addresses for the staff to the Enforcement Division remain the
same.

The mailing address is:

Division of Enforcement

New York Stock Exchange

20 Broad Street - Floor 19

New York, NY 10005

Edward A. Kwalwasser

Group Executive Vice President

Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Market Surveillance

 TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW RULE 80A COLLARS AND RULE 80B CIRCUIT BREAKER LEVELS FOR FOURTH
QUARTER 2001

EFFECTIVE OCTOBER 1, 2001 through DECEMBER 30, 2001

• Rule 80A restrictions on index arbitrage trading in component stocks of the S&P 500 Stock Price lndex sm *  

will be imposed when the Dow Jones Industrial Average sm **   (“DJIA”) is above or below its closing value on
the previous trading day by:

180 points or more

• Rule 80A restrictions will be removed when the DJIA is above or below its closing value on the previous
trading day by:

90 points or less

•Index arbitrage order entry restrictions will be re-imposed each time the DJIA advances or declines 180
points from the prior day's close.

• Rule 80B trading halts will be triggered when the DJIA declines below its closing value on the previous
trading day by:

900 points (Level 1)

1800 points (Level 2)

2700 points (Level 3)

Rule 80A

Whenever Rule 80A collars are in effect due to a decline in the DJIA, all index arbitrage orders to sell any
component stock of the S & P 500 Stock Price Index must be marked “sell plus”: and whenever the collars
are in effect due to an advance in the DJIA, all index arbitrage orders to buy must be marked “buy minus”.

Rule 80B

Whenever a Rule 80B circuit breaker is in effect, trading in all stocks on the Exchange will halt for the time
periods specified below.

Level 1 Halt

a) before 2:00 p.m. - one hour;

b) at 2:00 p.m. or later but before 2:30 p.m. - 30 minutes;

c) at 2:30 p.m. or later - trading shall continue, unless there is a Level 2 Halt.
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Level 2 Halt

a) before 1:00 p.m. - two hours;

b) at 1:00 p.m. or later but before 2:00 p.m. - one hour;

c) at 2:00 p.m. or later - trading shall halt and not resume for the remainder of the day.

Level 3 Halt

at any time - trading shall halt and not resume for the remainder of the day.

A complete discussion of the calculation of trigger values for Rule 80A and Rule 80B was published in
Information Memo No. 99-8, dated February 12, 1999 and Information Memo No. 98-15, dated April 13, 1998,
respectively.

Questions concerning these matters may be addressed to Brian McNamara at (212) 656-7086 or Donald
Siemer at (212) 656-6940.

Regina C. Mysliwiec

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

*  "Standard & Poor's 500 Stock Price Index" is a service mark of Standard & Poor's Corporation.
**  "Dow Jones Industrial Average" is a service mark of Dow Jones & Company, Inc.
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Market Surveillance

 ATTENTION: CHIEF OPERATIONS OFFICER, CHIEF INFORMATION TECHNOLOGY OFFICER, LEGAL
AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ELECTRONIC CAPTURE OF ORDERS ON THE FLOOR/ RULE 123

The Securities and Exchange Commission has approved an additional amendment to Exchange Rule 123
(Records of Orders), with limited exemptions for bona fide arbitrage orders and orders to offset transactions
made in error, from the requirement that the details of an order must be entered into an electronic system
on the Floor (“FESC”) before the order can be executed. The amendment is effective immediately on a one-
month pilot basis.

With respect to bona fide arbitrage orders, a member may execute such order before entering the order into
FESC. However, such member must enter such order into FESC no later than 60 seconds after the execution
of such order.

Similarly, with respect to orders to offset transactions made in error, a member, may, upon discovering such
error within the same trading session, effect an offsetting transaction in the same trading session without first
entering such order into FESC. However, such member must enter such order into FESC no later than 60
seconds after the execution of such order.

Prior Information Memos

Please refer to Information Memos No. 01-03 (February 1, 2001), 99-38 (July 30, 1999), No. 00-23
(September 22, 2000) and 01-14 (June 25, 2001) for discussions of certain technical and system items
regarding electronic capture of orders on the Floor. These are available on the NYSE website (http://
www.nyse.com/regulation).

Amended Rule 123 is attached as Exhibit A. Questions concerning any matters discussed in this Information
Memo may be addressed to Brian McNamara at (212) 656-7086 or Jeff Rosenstrock at (212) 656-5499.

Regina C. Mysliwiec

Senior Vice President

Attachments

EXHIBIT A

Additions underscored

Deletions [bracketed]

Rule 123 - Records of Orders

Paragraphs headed “Given Out”, “Receipt of Orders”, “Cancelled or Executed”, and “By Accounts”, to
be numbered (a), (b), (c) and (d), respectively.
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(e) System Entry Required

Except as provided in paragraphs .21 and .22 below, [N] no Floor member may represent or execute an order
on the Floor of the Exchange unless the details of the order have been first recorded in an electronic system
on the Floor. Any member organization proprietary system used to record the details of the order must be
capable of transmitting these details to a designated Exchange data base within such time frame as the
Exchange may prescribe. The details of each order required to be recorded shall include the following data
elements, any changes in the terms of the order and cancellations, in such form as the Exchange may from
time to time prescribe:

1. Symbol;

2. Clearing member organization;

3. Order identifier that uniquely identifies the order;

4. Identification of member or member organization recording order details;

5. Number of shares or quantity of security;

6. Side of market;

7. Designation as market, limit, stop, stop limit;

8. Any limit price and/or stop price;

9. Time in force;

10. Designation as held or not held;

11. Any special conditions;

12. System-generated time of recording order details, modification of terms of order or cancellation of order;

13. Such other information as the Exchange may from time to time require.

* * * * *

.20 Orders - For purposes of paragraph (e), an order shall be any written, oral or electronic instruction to
effect a transaction.

.21 Orders not subject to paragraph (e) recording requirements - Any order executed by a specialist,
Competitive Trader or Registered Competitive Market Maker for his or her own account and any orders
which by their terms are incompatible for entry in an Exchange system relied on by a Floor member to record
the details of the order in compliance with this Rule shall be exempt from the order entry requirements of
paragraph (e) above.

. 22 With respect to a bona fide arbitrage order, a member may execute such order before entering the order
into an electronic system as required by paragraph (e) above, but such member must enter such order into
such electronic system no later than 60 seconds after the execution of such order. With respect to an order
to offset a transaction made in error, a member may, upon discovering such error within the same trading
session, effect an offsetting transaction without first entering such order into an electronic system, but such
member must enter such order into such electronic system no later than 60 seconds after the execution of
such order.

.2 3 [2] Time standards - Any member organization proprietary system used to record the details of an order
for purposes of this rule must be synchronized to a commonly used time standard and format acceptable to
the Exchange.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Member Firm Regulation

 ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: DISSEMINATION OF MINI-TENDER OFFER MATERIALS

The Securities and Exchange Commission (“SEC”), in its July 24, 2001 letter to the Securities Industry
Association's Corporate Action Division, (see Exhibit A) reiterated its concerns in connection with mini-tender
offers.

Background

Mini-tender offers are offers made to an issuer's shareholders usually for a small percentage of the shares
outstanding (generally less than 5%). Because the offers are for less than 5% of an issuer's outstanding
shares, the mini-tender bidder is not required to comply with the filing, disclosure and dissemination
requirements imposed upon such offerors pursuant to the tender offer rules of the Securities Exchange Act of
1934. The role of broker-dealers that hold customers' securities is to decide whether to forward mini-tender

offer information to such customers, and what, if any, information should accompany this material. 1 

The SEC's letter to SIA provides guidance to broker-dealers in determining whether to disseminate mini-
tender offer information to shareholders as well as the method and content of such notifications. The SEC
letter notes that: some mini-tender offers have been used by bidders to the detriment of shareholders; there
have been a number of mini-tender offers for shares at below market prices and investors may have tendered
their shares in the mistaken belief that the tender offer price included the usual premium found in traditional
tender offers.

The SEC highlighted the following mini-tender offer practices as potentially problematic for shareholders:

(1) inadequate dissemination of offering documents to security holders;

(2) inadequate disclosure of offer price (below market value offers, and offers made slightly above current
market value but extended past the initial expiration date until the market price rose above the tender price);

(3) the stated offering price is reduced by fees or distributions, or interest received after a particular date;

(4) offers on a first come, first purchase basis without providing withdrawal rights;

(5) offers without the financial ability by bidder to consummate the offers, and structure of the offer so the
bidder gains control of tendered securities without making payment; and

(6) offers to exchange liquid securities for illiquid securities.

In light of the above, the SEC suggests as a best practice that broker-dealers review information received
from issuers to see if it is appropriate to forward to shareholders, determine an appropriate method for
forwarding and what disclosures regarding the offer should be made in the best interests of shareholders (see
Exhibit B).

Questions concerning this Memorandum may be directed to William Jannace at 212-656-2744.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

632

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P01-27%2909013e2c855b340a?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


Salvatore Pallante

Executive Vice President

Attachments

Exhibit A

U.S. SECURITIES AND EXCHANGE COMMISSION

Division of Market Regulation:

Letter to the Securities Industry Association re: Broker-Dealer Mini-Tender Offer Dissemination and
Disclosures

July 24, 2001

Agostino Ricci

Lewco Securities Corp.

SIA Corporate Action Division

Mini-Tender Committee Chairperson

34 Exchange Place

Jersey City, N.J. 07311

Re: Broker-Dealer Mini-Tender Offer Dissemination and Disclosures

Dear Mr. Ricci:

We provide this letter in response to discussions with both the Securities Industry Association's legal staff
and Corporate Action Division members concerning the role of broker-dealer firms in connection with mini-
tender offer dissemination. In the past two and a half years, as mini-tender offers have become prevalent,
issues have arisen concerning mini-tender offer information dissemination by broker-dealers. As you are
aware, mini-tender offer bidders have often structured these offers to take advantage of security holders.
For example, mini-tender offer bidders have (1) inadequately disseminated offering documents to security
holders; (2) extended below market value offers; (3) made offers slightly above current market value but
extended the offers past the initial expiration date until the market price rose above the tender price; (4)
lowered the offering price by fees or distributions received after a particular date; (5) extended offers on a first
come, first purchase basis without providing withdrawal rights; (6) extended offers without the financial ability
to consummate the offers and structured offers so the bidder gained control of tendered securities without
making payment; and (7) offered to exchange liquid securities for illiquid securities. These offers continue to
victimize investors.

Broker-dealers that hold customers' securities that are the subject of mini-tender offers have to decide
whether to forward mini-tender offer information to such customers and what, if any, disclaimers should
accompany this information. In this letter, we discuss our understanding of current broker-dealer practices
and potentially problematic mini-tender offer bidder practices, and offer guidance for broker-dealers regarding
their dissemination of mini-tender offer information.

Current Broker-Dealer Practices

We are aware that broker-dealers employ a variety of practices to disseminate mini-tender offer information.
Some broker-dealers review mini-tender offers prior to making a decision about whether to forward notice
of the offers to customers. Some firms provide disclaimer language when they forward mini-tender offer
information to customers. Other broker-dealers do not forward any mini-tender offers to customers. We do not
suggest that broker-dealers should follow a uniform standard in this regard. Rather, our goal in this letter is to
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provide guidance for broker-dealers to consider when deciding whether and how to disseminate mini-tender
offer information.

Problematic Mini-Tender Offer Practices

Broker-dealers should be alert to the following mini-tender offer bidder practices that potentially victimize
investors. A detailed discussion of many of these practices is contained in the interpretive release entitled,

Commission Guidance on Mini-Tender Offers and Limited Partnership Tender Offers (the Release). 1 

A. Inadequate Dissemination

A bidder may violate Section 14(e) of the Securities Exchange Act of 1934 (the Exchange Act) if the bidder
does not make reasonable efforts to disseminate material information about the mini-tender offer to security
holders. The Commission has stated that there are three methods of adequate dissemination: (1) publishing
the mini-tender offering document in a newspaper; (2) publishing a summary of the offering in the newspaper
and mailing the complete offering document to security holders; or (3) mailing the offering document to

security holders using a security holder list. 2   The Release states that it is not adequate bidder dissemination
to forward the offering information to the Depository Trust Company or a brokerage firm or to post it on a web
site.

B. Inadequate Disclosure of Offer Price

Customers may assume that a mini-tender offer bidder is offering a premium for the targeted security when in
fact the offer price may be below current market value. We recognize that there may be circumstances when
acceptance of a mini-tender offer may be in a customer's interest because there is an illiquid market for that
security. Limited partnership mini-tender offers may sometimes fall into this category. However, there have
been numerous mini-tender offers for highly liquid securities that offer a price below current market value.

Bidders might set a mini-tender offer price at, or slightly above, the current market value. However, the
bidder may extend the offer beyond the initial expiration date until such time as the market price rises above
the mini-tender offer price. If this occurs, a security holder may lose control of his shares while the offer is
extended because mini-tender offers generally do not provide withdrawal rights.

Broker-dealers should be alert to mini-tender offers for securities in which trading is halted. The failure to
include a current market price in the offering documents is a possible indication that trading is halted. NASD

Rule 3340 prohibits effecting transactions in halted securities. 3 

C. Price Changes

Often, a bidder will specify a mini-tender offer price but provide that transfer fees, distributions, or interest
received after a certain date may reduce the mini-tender offer price. Therefore, even if the stated offer price is
above the current market value, some customers may not fully appreciate that the actual offer price that will
be received, once distributions or other amounts are deducted, may be below the current market value. Also,
the market price of a security may rise or decline after the bidder disseminates the offer.

D. First Come, First Purchase/No Withdrawal Rights

The first come, first purchase terms may pressure customers to make hasty, uninformed tender decisions.
The failure to provide withdrawal rights leaves shareholders without a means to reconsider their decisions to
tender. Moreover, the lack of withdrawal rights means that shareholders lose control of their securities for the
duration of the mini-tender offer, including potentially lengthy periods if the mini-tender offer is extended.

E. Inability to Finance the Offer

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

634

http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D14%28e%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


Customers may assume that a mini-tender offer bidder has the ability to pay for an offer and that the bidder
will gain control of tendered shares only if the bidder pays for the shares. However, a bidder may extend a
mini-tender offer when he does not have the ability to pay for the shares. The bidder may also structure the
offer without using an escrow account or independent receiving agent in order to gain control of the shares

before making payment. 4   If a mini-tender offer bidder structures an offer so that tendered shares are routed
to the bidder's account prior to the bidder making payment, customers may risk tendering their shares without
receiving payment.

F. Exchange Offers for Privately Held Companies

A mini-tender offer bidder may offer to purchase publicly traded, liquid securities in exchange for the
securities of privately held corporations for which there is no public market. Investors may not be adequately
informed that by participating in such an exchange offer, they will receive an illiquid security.

Broker-Dealer Dissemination of Mini-Tender Offer Information

There is no Exchange Act rule that specifically addresses the practice of broker-dealers forwarding mini-
tender offer information to their customers. Thus, there is no requirement under the Exchange Act mandating

that a broker-dealer forward mini-tender offer information to its customers. 5 

We support the position set forth in NYSE Information Memo 99-11 that it is a prudent practice for broker-
dealers to review a mini-tender offer when making a decision about whether to forward mini-tender offer
information. In that process, we suggest broker-dealers consider the problematic bidder practices mentioned
above.

Best Practice Guidance

A broker-dealer's principal means for forwarding to customers information about tender offers is the mailing
of a notice on the brokerage firm's letterhead. We believe that it is consistent with achieving a high level of
investor protection for the broker-dealer to inform its customers of potentially problematic bidder practices.
Broker-dealers may perform a disservice to customers if they forward mini-tender offer information to
customers without providing information in their notices regarding problematic bidder practices.

Without adequate information, a customer may assume that a mini-tender offer has the same procedural
protections that a traditional tender offer provides and that the mini-tender offer price is at a premium above
market price. Moreover, customers might assume that a broker-dealer is endorsing a mini-tender offer
because the notice is on the firm's letterhead. This concern is heightened if the broker-dealer's notice
encourages participation in a mini-tender offer. For example, a statement in a broker-dealer's notice may
encourage participation in a mini-tender offer if it instructs customers to act quickly or risk losing a valuable
investment opportunity, or if it states that failure to respond to the offer may result in adverse financial
consequences.

Some broker-dealers provide information in their notices concerning mini-tender bidder practices. Some
notices provide better information than others regarding potentially abusive mini-tender offer bidder practices.
Other broker-dealers' notices may not provide any information about bidder practices. Accordingly, we
suggest as a best practice that broker-dealers provide customers with information about problematic mini-

tender offer bidder practices whenever they forward mini-tender offer information to their customers. 6  
Specifically, we suggest using the information delineated below to alert customers of potentially abusive mini-
tender offer bidder practices.

Mini-Tender Offer Information 7 

•Definition
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•Mini-tender offers are offers for less than five percent of a company's equity securities that are not subject to
the disclosure and procedural rules that apply to other types of tender offers.

•Offer Price

•The person making the mini-tender offer may be offering you a price for your securities that is less than the
current market value of your securities. You should check the current market price of your security to help you
decide whether this is an offer that you should accept.

•A mini-tender offer with an above-market value tender price may be extended beyond the initial expiration
date. In such a case, the market price may rise above the tender price while the offer is extended. If this
occurs, you may tender at a price below what you would have received if you sold your shares in the market.
Compare the price you would receive if you tender and the price that you would receive if you sell your shares
through your broker-dealer.

•Price Changes

•In some mini-tender offers, you may get a lower price than indicated in the offer because deductions are
taken from the price for dividend payments, distributions, or other fees. You should determine the “final”
tender payment after all deductions are taken before you tender.

•First Come, First Purchase/No Withdrawal Rights

•A mini-tender offer may be structured on a first come, first purchase basis, which means that the person
making the offer accepts shares in order of receipt. This may place pressure on you to quickly tender your
shares in order to be accepted into the mini-tender offer without having solid information about the offer and
the person making the offer. Be sure that you understand the terms of a mini-tender offer before tendering
your shares. You should obtain a copy of the offering document and read it carefully.

•A mini-tender offer may not provide withdrawal rights, which means that you are locked into the mini-tender
offer once you offer to tender your shares. You cannot change your mind after you tender your shares, even if
the offer has not closed. In addition, the bidder can extend the mini-tender offer without giving you the right to
withdraw your shares. In the meantime, you lose control over your securities and you may not have received
payment.

•Ability to Finance the Offer

•The person making the mini-tender offer may receive your tendered shares before he pays you for your
shares. Additionally, the person making the mini-tender offer might not have the funds to pay you at all. You
could lose your shares without ever being paid. Alternatively, even if you are paid for tendering your shares in
a mini-tender offer, the person making the offer could delay making the payment for weeks or months.

•Exchange Offers

•You may be asked to tender a security that is publicly traded on an exchange or over-the-counter and in
return you will receive a security that is not publicly traded. As such, you may receive shares through a mini-
tender offer that you cannot easily sell.

•Additional Information

•The target company is required to state its position about the offer by recommending that investors accept or
reject the offer.

•Persons considering the offer should consult with a financial advisor.

•Compare all your alternatives for selling your securities before tendering your shares in a mini-tender offer.

•You may obtain additional information about mini-tender offers by visiting the U.S. Securities and Exchange
Commission's website at www.sec.gov/investor/pubs/minitend.htm.

This information could be conveyed in various formats. It could be added to a broker-dealer's current notice.
We are aware, however, that broker-dealers may have systems limitations in the way that they include
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information in their notices. Therefore, we suggest two alternative means of conveying the information if it is
used in the notice. First, the information could be used with only the mini-tender offer notices that a broker-
dealer sends to customers. However, some firms' systems may not distinguish between mini-tender offers
and other tender offers. Instead, their systems generate the same notice for all tender offers, including mini-
tender offers. If this is the case, the notice could dedicate a section to mini-tender offers. In order to avoid
customer confusion, firms could clearly indicate in the notice that not all tender offers are mini-tender offers
and customers can refer to the notice's definition of a mini-tender offer and contact their financial advisor to
determine whether the offer is a mini-tender offer.

As an alternative, a broker-dealer could mail the Commission's publication, Mini-Tender Offers: Tips for
Investors (a copy of which is attached), with its notice rather than incorporating the information delineated
above into the notice. This insert could be mailed only with mini-tender offer notices or with all tender offer
and mini-tender offer notices that the broker-dealer forwards to customers. If the mailing is done with all
tender offers, it would be helpful for firms to indicate that not all tender offers are mini-tender offers. In order
to determine if an offer is a mini-tender offer, customers can refer to the publication and contact their financial
advisor.

If an on-line broker-dealer sends its tender offer notices to customers via e-mail rather than sending the
notice through the mail, that firm could incorporate the above information into its e-mail notice. In addition, on-
line broker-dealers could also provide the information again at the time a customer enters tender instructions
on-line. It could do so by hyperlinking to the Commission's on-line publication regarding mini-tender offers.

Of course, brokerage firms may formulate their own version of this information. However, we believe that this
information describes the types of mini-tender offer bidder practices that potentially disadvantage customers.
Brokerage firms might add supplementary information as warranted by mini-tender bidder practices.

Additionally, broker-dealers might also publish information on their websites regarding mini-tender offers and
potentially abusive mini-tender offer bidder practices. The website page could incorporate statements from
the above-suggested information and be modeled after the mini-tender notice published on the Commission's
website. A broker-dealer's website publication should not be employed as an alternative to incorporating the
above information into its notice or mailing an insert to customers because it is likely that not all of the target
shareholder customers have access to the Internet or will be aware that this important information is on the
broker-dealer's website. Brokerage firms could also hyperlink their websites to the Commission's on-line
publication, Mini-Tender Offers: Tips for Investors.

We believe that broker-dealers and investors should be alert to the problematic features of some mini-
tender offers. We encourage broker-dealers to consider the recommendations in this letter when forwarding
mini-tender offer information to customers. We believe that it will assist investors in making better-informed
decisions about mini-tender offers.

Should you have any questions, please do not hesitate to contact James Brigagliano, Assistant Director,
or Elizabeth Sandoe, Attorney, in the Office of Trading Practices, Division of Market Regulation at (202)
942-0772.

Sincerely,

Annette L. Nazareth

Director

cc: Securities Industry Association, Legal

New York Stock Exchange

NASD Regulation

Enc.

Exhibit B
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U.S. SECURITIES AND EXCHANGE COMMISSION

Mini-Tender Offers:

Tips for Investors

Most investors welcome tender offers because they frequently provide a rare opportunity to sell securities at a
premium above market price. But investors should know that not all tender offers are alike.

“Mini-tender” offers - tender offers for less than five percent of a company's stock - have been increasingly
used to catch investors off guard. Many investors who hear about mini-tender offers surrender their securities
without investigating the offer, assuming that the price offered includes the premium usually present in larger,
traditional tender offers. But they later learn that they cannot withdraw from the offer and may end up selling
their securities at below- market prices.

If you've been asked to tender your securities, find out first whether the offer is a mini-tender offer. And
remember that mini-tender offers typically do not provide the same disclosure and procedural protections that
larger, traditional tender offers provide. For example, when a bidder - the person or group of people behind
the offer - makes a tender offer for more than five percent of the company's shares, all of the SEC's tender
offer rules apply. These rules require bidders to:

•Disclose important information about themselves;

•Disclose the terms of the offer;

•File their offering documents with the SEC; and

•Provide the target company and any competing bidders with information about the tender offer.

The rules also give investors important protections, including the right to:

•Change their minds and withdraw from the transaction while the offer remains open;

•Have their shares accepted on a “pro rata” basis (if the offer is for less than all of the company's outstanding
shares and investors tender too many shares); and

•Be treated equally by the bidder.

But none of the rules listed above applies to mini-tender offers.

Instead, the only rules that encompass mini-tender offers - Section 14(e) of the Securities Exchange Act and
Regulation 14E - provide that bidders must:

•Not engage in fraud or deceptive practices;

•Hold open tender offers for minimum time periods; and

•Make prompt payment to investors after the offer closes.

Regulation 14E also requires the target company to state its position about the offer by recommending that
investors accept or reject the offer. The company may also state that it remains neutral or takes no position.
But because bidders in mini-tender offers don't have to notify the target, the target may not even know about
the offer.

Investors need to scrutinize mini-tender offers carefully. Some bidders make mini-tender offers at below-
market prices, hoping that they will catch investors off guard if the investors do not compare the offer price to
the current market price. Others make mini-tender offers at a premium - betting that the market price will rise
before the offer closes and then extending the offer until it does or improperly canceling if it doesn't.

With most mini-tender offers, investors typically feel pressured to tender their shares quickly without having
solid information about the offer or the people behind it. And they've been shocked to learn that they generally
cannot withdraw from mini-tender offers.
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Here are the steps you should take if you are asked to sell your stock, bonds, limited partnership interests, or
other securities through a mini-tender offer:

• Find out whether the offer is a mini-tender offer. Most bidders won't use the term “mini-tender offer” to
describe their offer to buy your shares. Instead, they may call it a “Solicitation to Purchase Shares of XYZ
Corporation.” Ask the bidder - or your broker - what percentage of the company the bidder seeks to purchase.
If the answer is less than five percent, you're dealing with a mini-tender offer, and you should proceed with
caution.

• Get a copy of the offering document. And be sure to read the disclosure carefully. Do not make an
investment decision until you see the disclosure about the offer.

• Determine whether the bidder has adequate financing. Some bidders make mini-tender offers because
they can do so at virtually no cost. These individuals often do not have the financing necessary to purchase
the shares in the offer. Before you surrender your securities in a mini-tender offer, ask tough questions- and
demand answers - about the bidder's ability to pay once the offer closes.

• Identify the current market price for your securities. For stock, you can easily get price information in
many newspapers, on-line, or from your broker or investment adviser. For bonds and limited partnerships,
you may need to talk with your broker or investment adviser because these prices may be hard to find. For
limited partnerships, contact the general partner to get a list of firms that buy and sell the limited partnership,
or ask your broker or investment adviser.

• Find out the “final” tender offer price after all deductions are taken. In some tender offers, you may get
a lower price because deductions are taken from the tender offer price for dividend payments. Also, some
bidders in mini-tender offers fail to disclose clearly that certain fees or expenses may also be deducted from
the offer price.

• Ask when you'll be paid for the shares you tender. Bidders in mini-tender offers sometimes fail to
provide prompt payment, sometimes delaying for weeks or months. Before you tender your shares, be sure to
find out when the bidder will pay you for your shares.

• Consult with your broker or other financial adviser. Make sure you understand the terms of the tender
offer before tendering your shares. Ask for any additional written information that may be available.

• If you want to sell your shares, determine where you can get your best price. Check all your
alternatives for selling your securities. For instance, compare how much you will receive if you sell through
your broker versus the tender offer.

• Remember that once you agree to a mini-tender offer, you are probably locked in. If the tender offer
is for less than five percent of the company's stock, exercise extreme caution. Unlike other tender offers,
you generally cannot change your mind after you have tendered your shares in a mini-tender offer, even if
the offer hasn't yet closed. In addition, the bidder can extend the tender offer without giving you the right to
withdraw your shares. And in the meantime, you've lost control over the securities you tendered.

If you've run into trouble with a mini-tender offer, act promptly. By law, you only have a limited time to take
legal action.

Contact the SEC's Office of Investor Education and Assistance for help. You can send us your complaint
using our online complaint form. Or you can reach us as follows:

U.S. Securities & Exchange Commission

Office of Investor Education and Assistance

450 5th Street, NW

Washington, D.C. 20549-0213

Fax: (202) 942-9634
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Footnotes

1  NYSE Information Memo No. 99-11 advises members and member organizations that it would be a
prudent practice to review mini-tender offer material prior to dissemination.

1  Release 34-43069 (July 31, 2000)[65 FR at 46581]. Additional information is also provided in the
Commission's online publication entitled, Mini-Tender Offers: Tips for Investors, available at http://
www.sec.gov/investor/pubs/minitend.htm.

2  Release 34-43069 (July 31, 2000)[65 FR at 46585].
3  NASD Rule 3340, Prohibition on Transactions During Trading Halts.
4  SEC Sues Jeffrey Leach, Hubert Leach and LMC Assets Corp. for Fraudulent Mini Tender Offers,

Litigation Release No. 16807 (November 21, 2000).
5  We are aware that some broker-dealers may forward certain mini-tender offers to their customers

because they have concluded that they have a fiduciary duty to do so. We do not express a view on, or
address in this letter, the extent of any such fiduciary duties.

6  The NASD also discusses information that its members could provide when they disseminate mini-
tender offer materials to their customers. However, additional problematic bidder practices have surfaced
since the publication of the NASD's memo. Therefore we believe additional information is warranted.
NASD Notice to Members 99-53, NASD Regulation Offers Guidance to Members Forwarding Mini
Tender Offers To Their Customers (July 1999).

7  This information is derived from the Commission's on-line publication referenced in footnote one, Mini-
Tender Offers: Tips for Investors.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 01-26

Click to open document in a browser

September 24, 2001

  

Member Firm Regulation

 ATTENTION: CHIEF EXECUTIVE OFFICER, CHIEF FINANCIAL OFFICER, LEGAL AND COMPLIANCE
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: TERRORISM EXECUTIVE ORDER AND UPDATED LISTING OF THE DEPARTMENT OF
TREASURY “SPECIALLY DESIGNATED NATIONALS AND BLOCKED PERSONS”

President Bush has issued a new Executive Order targeting terrorists under which a number of new names
have been added to the Department of the Treasury's Office of Foreign Assets Control's (“OFAC”) list of
“Specially Designated Nationals and Blocked Persons”. Their assets need to be blocked and immediate
notice given to OFAC.

Attached is a copy of the Executive Order, dated September 24, 2001 for immediate implementation, and the
names that have been added to the list.

Complete information is available from OFAC's home page on:

           The Internet                                        (HTTP://WWW.TREAS.GOV/
OFAC)

           Fax-On-Demand Service                               (202-622-0077)

OFAC's Compliance Hotline may be reached at 1-800-540-6322 or 202-622-2490.

Salvatore Pallante

Executive Vice President

Attachments

BULLETIN FROM THE OFFICE OF FOREIGN ASSETS CONTROL (for immediate
implementation) - September 24, 2001

The President has issued a new Executive Order targeting terrorists and a number of new names have been
added to OFAC's SDN List under the Order. Their assets need to be blocked and immediate notice give
to OFAC. Banks should call OFAC's Hotline if they have any hits or questions. All of OFAC's informational
material will be updated as soon as possible.

EXECUTIVE ORDER

BLOCKING PROPERTY AND PROHIBITING TRANSACTIONS WITH PERSONS WHO COMMIT,
THREATEN TO COMMIT, OR SUPPORT TERRORISM

By the authority vested in me as President by the Constitution and the laws of the United States of America,
including the International Emergency Economic Powers Act (50 U.S.C. 1701 et seq.)(IEEPA), the National
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Emergencies Act (50 U.S.C. 1601 et seq.), section 5 of the United Nations Participation Act of 1945, as
amended (22 U.S.C. 287c) (UNPA), and section 301 of title 3, United States Code, and in view of United
Nations Security Council Resolution (UNSCR) 1214 of December 8, 1998, UNSCR 1267 of October 15, 1999,
UNSCR 1333 of December 19, 2000, and the multilateral sanctions contained therein, and UNSCR 1363 of
July 30, 2001, establishing a mechanism to monitor the implementation of UNSCR 1333,

I, GEORGE W. BUSH, President of the United States of America, find that grave acts of terrorism and
threats of terrorism committed by foreign terrorists, including the terrorist attacks in New York, Pennsylvania,
and the Pentagon committed on September 11, 2001, acts recognized and condemned in UNSCR 1368
of September 12, 2001, and UNSCR 1269 of October 19, 1999, and the continuing and immediate threat
of further attacks on United States nationals or the United States constitute an unusual and extraordinary
threat to the national security, foreign policy, and economy of the United States, and in furtherance of my
proclamation of September 14, 2001, Declaration of National Emergency by Reason of Certain Terrorist
Attacks, hereby declare a national emergency to deal with that threat. I also find that because of the
pervasiveness and expansiveness of the financial foundation of foreign terrorists, financial sanctions may
be appropriate for those foreign persons that support or otherwise associate with these foreign terrorists.
I also find that a need exists for further consultation and cooperation with, and sharing of information by,
United States and foreign financial institutions as an additional tool to enable the United States to combat the
financing of terrorism.

I hereby order:

Section 1. Except to the extent required by section 203(b) of IEEPA (50 U.S.C. 1702(b)), or provided in
regulations, orders, directives, or licenses that may be issued pursuant to this order, and notwithstanding any
contract entered into or any license or permit granted prior to the effective date of this order, all property and
interests in property of the following persons that are in the United States or that hereafter come within the
United States, or that hereafter come within the possession or control of United States persons are blocked:

(a) foreign persons listed in the Annex to this order;

(b) foreign persons determined by the Secretary of State, in consultation with the Secretary of the Treasury
and the Attorney General, to have committed, or to pose a significant risk of committing, acts of terrorism
that threaten the security of U.S. nationals or the national security, foreign policy, or economy of the United
States;

(c) persons determined by the Secretary of the Treasury, in consultation with the Secretary of State and the
Attorney General, to be owned or controlled by, or to act for or on behalf of those persons listed in the Annex
to this order or those persons determined to be subject to subsection 1(b), 1(c), or 1(d)(i) of this order;

(d) except as provided in section 5 of this order and after such consultation, if any, with foreign authorities
as the Secretary of State, in consultation with the Secretary of the Treasury and the Attorney General,
deems appropriate in the exercise of his discretion, persons determined by the Secretary of the Treasury, in
consultation with the Secretary of State and the Attorney General;

(i) to assist in, sponsor, or provide financial, material, or technological support for, or financial or other
services to or in support of, such acts of terrorism or those persons listed in the Annex to this order or
determined to be subject to this order; or

(ii) to be otherwise associated with those persons listed in the Annex to this order or those persons
determined to be subject to subsection 1(b), 1(c), or 1(d)(i) of this order.

Sec. 2. Except to the extent required by section 203(b) of IEEPA (50 U.S.C. 1702(b)), or provided in
regulations, orders, directives, or licenses that may be issued pursuant to this order, and notwithstanding any
contract entered into or any license or permit granted prior to the effective date:

(a) any transaction or dealing by United States persons or within the United States in property or interests in
property blocked pursuant to this order is prohibited, including but not limited to the making or receiving of any
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contribution of funds, goods, or services to or for the benefit of those persons listed in the Annex to this order
or determined to be subject to this order;

(b) any transaction by any United States person or within the United States that evades or avoids, or has
the purpose of evading or avoiding, or attempts to violate, any of the prohibitions set forth in this order is
prohibited; and

(c) any conspiracy formed to violate any of the prohibitions set forth in this order is prohibited.

Sec. 3. For purposes of this order:

(a) the term “person” means an individual or entity;

(b) the term “entity” means a partnership, association, corporation, or other organization, group, or subgroup;

(c) the term “United States person” means any United States citizen, permanent resident alien, entity
organized under the laws of the United States (including foreign branches), or any person in the United
States; and

(d) the term “terrorism” means an activity that -

(i) involves a violent act or an act dangerous to human life, property, or infrastructure; and

(ii) appears to be intended -

(A) to intimidate or coerce a civilian population;

(B) to influence the policy of a government by intimidation or coercion; or

(C) to affect the conduct of a government by mass destruction, assassination, kidnapping, or hostage-taking.

Sec. 4. I hereby determine that the making of donations of the type specified in section 203(b)(2) of IEEPA
(50 U.S.C. 1702(b)(2)) by United States persons to persons determined to be subject to this order would
seriously impair my ability to deal with the national emergency declared in this order, and would endanger
Armed Forces of the United States that are in a situation where imminent involvement in hostilities is clearly
indicated by the circumstances, and hereby prohibit such donations as provided by section 1 of this order.
Furthermore, I hereby determine that the Trade Sanctions Reform and Export Enhancement Act of 2000 (title
IX, Public Law 106-387) shall not affect the imposition or the continuation of the imposition of any unilateral
agricultural sanction or unilateral medical sanction on any person determined to be subject to this order
because imminent involvement of the Armed Forces of the United States in hostilities is clearly indicated by
the circumstances.

Sec. 5. With respect to those persons designated pursuant to subsection 1(d) of this order, the Secretary of
the Treasury, in the exercise of his discretion and in consultation with the Secretary of State and the Attorney
General, may take such other actions than the complete blocking of property or interests in property as the
President is authorized to take under IEEPA and UNPA if the Secretary of the Treasury, in consultation with
the Secretary of State and the Attorney General, deems such other actions to be consistent with the national
interests of the United States, considering such factors as he deems appropriate.

Sec. 6. The Secretary of State, the Secretary of the Treasury, and other appropriate agencies shall make
all relevant efforts to cooperate and coordinate with other countries, including through technical assistance,
as well as bilateral and multilateral agreements and arrangements, to achieve the objectives of this order,
including the prevention and suppression of acts of terrorism, the denial of financing and financial services
to terrorists and terrorist organizations, and the sharing of intelligence about funding activities in support of
terrorism.

Sec. 7. The Secretary of the Treasury, in consultation with the Secretary of State and the Attorney General, is
hereby authorized to take such actions, including the promulgation of rules and regulations, and to employ all
powers granted to the President by IEEPA and UNPA as may be necessary to carry out the purposes of this
order. The Secretary of the Treasury may redelegate any of these functions to other officers and agencies of
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the United States Government. All agencies of the United States Government are hereby directed to take all
appropriate measures within their authority to carry out the provisions of this order.

Sec. 8. Nothing in this order is intended to affect the continued effectiveness of any rules, regulations, orders,
licenses, or other forms of administrative action issued, taken, or continued in effect heretofore or hereafter
under 31 C.F.R. chapter V, except as expressly terminated, modified, or suspended by or pursuant to this
order.

Sec. 9. Nothing contained in this order is intended to create, nor does it create, any right, benefit, or privilege,
substantive or procedural, enforceable at law by a party against the United States, its agencies, officers,
employees or any other person.

Sec. 10. For those persons listed in the Annex to this order or determined to be subject to this order who
might have a constitutional presence in the United States, I find that because of the ability to transfer funds
or assets instantaneously, prior notice to such persons of measures to be taken pursuant to this order would
render these measures ineffectual. I therefore determine that for these measures to be effective in addressing
the national emergency declared in this order, there need be no prior notice of a listing or determination made
pursuant to this order.

Sec. 11.

(a) This order is effective at 12:01 a.m. eastern daylight time on September 24, 2001.

(b) This order shall be transmitted to the Congress and published in the Federal Register.

THE WHITE HOUSE, September 23, 2001.

ANNEX

Al Qaida/Islamic Army

Abu Sayyaf Group

Armed Islamic Group (GIA)

Harakat ul-Mujahidin (HUM)

Al-Jihad (Egyptian Islamic Jihad)

Islamic Movement of Uzbekistan (IMU)

Asbat al-Ansar

Salafist Group for Call and Combat (GSPC)

Libyan Islamic Fighting Group

Al-Itihaad al-Islamiya (AIAI)

Islamic Army of Aden

Usama bin Laden

Muhammad Atif (aka, Subhi Abu Sitta, Abu Hafs Al Masri)

Sayf al-Adl

Shaykh Sai'id (aka, Mustafa Muhammad Ahmad)

Abu Hafs the Mauritanian (aka, Mahfouz Ould al-Walid, Khalid Al-Shanqiti)

Ibn Al-Shaykh al-Libi

Abu Zubaydah (aka, Zayn al-Abidin Muhammad Husayn, Tariq)

Abd al-Hadi al-Iraqi (aka, Abu Abdallah)

Ayman al-Zawahiri
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Thirwat Salah Shihata

Tariq Anwar al-Sayyid Ahmad (aka, Fathi, Amr al-Fatih)

Muhammad Salah (aka, Nasr Fahmi Nasr Hasanayn)

Makhtab Al-Khidamat/Al Kifah

Wafa Humanitarian Organization

Al Rashid Trust

Mamoun Darkazanli Import-Export Company

OFAC'S FAX-ON-DEMAND SERVICE

OFAC's automated fax-on-demand service is free and is available 24 hours a day, seven days a week, by
dialing 202/622-0077 from any touchtone phone and following voice prompts. OFAC documents kept up to
date on the system include all those available at this Web site as well as notices, licensing guidelines, and
copies of Federal Register notices (often including notices filed, but not yet printed in the Federal Register).
The “Index of Available Documents” is date-specific.

User comments on the usefulness and accuracy of the various versions of the SDN list are welcomed. Call
OFAC Compliance at 202/622-2490, press the comment button on the Home Page, or contact us through
dennis.wood@do.treas.gov.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 01-25

Click to open document in a browser

September 21, 2001

  

Member Firm Regulation

 ATTENTION: REGISTRATION, LEGAL AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: EMERGENCY OFFICE SPACE-SHARING ARRANGEMENTS, FILING OF FORM RE-3

EMERGENCY OFFICE RELOCATION

The procedures outlined below are intended to facilitate members' and member organizations' efforts,
necessitated by recent tragic events, to relocate displaced personnel within the securities industry community.
The procedures apply to the relocation of employees to a location not currently registered as an office of the
member or member organization. The procedures outlined below apply only to temporary arrangements i.e.,
with an expected duration of 90 calendar days or less.

The Exchange encourages members and member organizations to make office space available and to
otherwise assist those who have recently been displaced. Prior Exchange approval of such temporary
space-sharing arrangements normally required pursuant to NYSE Rule 343 (“Offices - Sole Tenancy, Hours,
Display of Membership Certificates”) is not necessary. However, members and member organizations
must provide written notification to the Exchange, within 5 business days of establishing a space-sharing
arrangement, to include at minimum: the office address, the entities involved, the approximate number of
registered personnel, a contact phone number and, if possible, the expected duration. The notification should
also indicate whether the location is a Main, Sales, or Operational office of either a member or member
organization. Similarly, notification must be provided when a member or member organization temporarily
relocates such an office (Main, Sales, or Operations) to another location (not shared with another person).

It is not necessary to submit branch office applications for any temporary office locations established as a
result of recent events. However, space-sharing arrangements or other relocations that are expected to, or
actually do, extend beyond 90 calendar days shall be filed with the Exchange pursuant to Rules 342 and 343.

Notification filings shall be directed to the Qualifications and Registrations Department at the following
address:

New York Stock Exchange

20 Broad Street, 22nd Floor

New York, NY 10005

FORM RE-3 FILINGS

All Form RE-3 filings should be sent to the Exchange's Enforcement Division for processing at the following
address:

New York Stock Exchange

20 Broad Street, 22nd Floor

New York, NY 10005
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Questions regarding office relocation may be directed to Steve Kasprzak at (212) 656-5226. Questions
relating to filing of Form RE-3 should be directed to Peggy Germino at (212) 656- 8450.

Salvatore Pallante

Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 01-23

Click to open document in a browser

August 16, 2001

  

Member Firm Regulation

 ATTENTION: CHIEF OPERATIONS OFFICER, CHIEF COMPLIANCE OFFICER, AND BRANCH OFFICE
MANAGERS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO THE INTERPRETATION OF RULE 412 (“CUSTOMER ACCOUNT
TRANSFER CONTRACTS”)

The Securities and Exchange Commission has approved amendments to the Interpretation of NYSE Rule
412 (“Customer Account Transfer Contracts”) in Release No. 34-44596; File No. SR-NYSE-00-61 dated July
26, 2001. The amendments, outlined in this Memo and attached as Exhibit A, become effective January 28,
2002.

Rule 412 prescribes procedures for member organizations to transfer customer accounts and generally
requires use of the Automated Customer Account Transfer Service (ACATS) which is administered by the
National Securities Clearing Corporation (“NSCC”). Modifications to ACATS, scheduled to be implemented
September 10, 2001, provide the capability to facilitate the transfer of accounts containing third party and
“in-house” proprietary products. The amendments discussed herein relate to these modifications and are
intended to expedite the transfer of accounts containing such products. In addition, the amendments include

a provision that clarifies the responsibilities of a carrying organization 1   when transferring accounts that have
been internally reassigned.

Background

The transfer process is initiated when, upon a customer's written instructions, the receiving organization 2  
submits a TIF (“Transfer Instruction Form” or “Transfer Initiation Form”) to the carrying organization. Although
most securities can be transferred through ACATS, member organizations vary widely in their ability to
accept and support certain third party and/or in-house proprietary investment products. These differences
in servicing capability are particularly problematic with regard to mutual funds. In order to carry a mutual
fund position for a customer's account, a receiving organization must have a marketing agreement with the
investment company that has issued the fund as well as certain corresponding servicing capabilities (e.g.,
capacity to buy and sell shares, reinvest dividends, etc.). The extraordinarily large number of mutual funds
that have become available over the last decade has resulted in great variance among member organizations
with respect to the funds they can sell, service, and support.

Prior to the ACATS modifications, a carrying organization was required to deliver a customer's third party
mutual funds without knowing whether the receiving organization had the servicing capability to support them.
A mutual fund delivery made to a receiving organization unable to support it typically requires reversal of
the delivery back to the carrying organization, resulting in substantial processing time for both organizations
and an overall delay in completing the transfer. Further, ACATS-generated fails may result in considerable
expense to carrying organizations since they are required to credit the receiving organization funds equivalent
to the value of the assets they are unable to deliver.

Amendments to the Interpretation of Rule 412
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The amendments to paragraphs (b)(1) /01, /04, and /06 of the Interpretation to Rule 412, in conjunction with
corresponding modifications to the ACATS system, require the receiving organization to review an asset
validation report provided by the carrying organization and designate those specific third party products
(i.e., mutual funds/money market funds) it is unable to support. The receiving organization must provide
the customer with a list of the designated assets and request in writing, prior to or at the time it makes such
designation, further instructions from the customer regarding the disposition of those assets. The customer
must, at minimum, be provided with the following alternatives:

1) liquidation;

2) retention by the carrying organization;

3) physical shipment in the customer's name to the customer, or

4) transfer to the third party that is the original source of the product.

Transfer of the other assets in the account is to be undertaken simultaneously with the identification and
designation of nontransferable assets.

It is expected that this newly implemented designation capability will reduce the timeframe for transferring
third party products and thereby lower related costs incurred by member organizations.

The amendments provide another notification enhancement (see paragraph (b)(1)/06(A)) that will make the
handling of nontransferable carrying organization proprietary products more efficient. The pre-amendment
Interpretation required that a carrying organization provide general notification to the customer if an account
to be transferred contained any nontransferable assets. The current amendments require the carrying
organization to provide the customer with a list of those specific assets which are nontransferable proprietary
products of the carrying organization (though the list need not indicate the number of shares).

Internal Reassignment of Accounts

An additional amendment to the Interpretation of Rule 412 (see paragraph (b)(1)/02) addresses situations in
which a carrying organization internally reassigns customer accounts to another registered representative,
thereby establishing new account numbers. When such accounts are the subject of an ACATS transfer
request, a rejection by the carrying organization resulting from an account number change may delay
transfer of the account. The amendment places responsibility for tracking these accounts with the carrying
organization and makes clear that a transfer request rejected on the basis of such reassignment will not be
considered a legitimate Exception under the Rule.

Any questions regarding the foregoing may be directed to Stephen A. Kasprzak at (212) 656-5226.

Salvatore Pallante

Executive Vice President

Attachments

EXHIBIT A

Additions are double-underlined

Deletions are [bracketed]

Interpretation of Rule 412 (“Customer Account Transfer Contracts”)

* * *

Rule 412> CUSTOMER ACCOUNT TRANSFER CONTRACTS

(a) RESPONSIBILITY TO EXPEDITE AND COORDINATE TRANSFER OF ACCOUNT UPON
CUSTOMER'S REQUEST
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/01 Rule Inapplicable to Partial Transfers

No Change

/02 Written Procedures Required

No Change

(b) TRANSFER PROCEDURES

(1) TRANSFER INSTRUCTIONS

/01 Conditions of Transfer

Account transfers accomplished pursuant to Rule 412 are subject to certain conditions. The customer must
be informed of, affirm, or authorize (as the case may be) the following conditions through their inclusion in the
transfer instruction form the customer is required to complete and sign to initiate the account transfer:

1. No Change

2. No Change

3. The customer must be informed that he or she will be notified in writing by the carrying organization , and/
or by the receiving organization, to determine what disposition he or she wishes to make with respect to those
assets other than proprietary money market fund assets (if any) in the account that are nontransferable.

4. No Change

5. No Change

/02 Exceptions to Transfer Instruction

A carrying organization may not take exception to a transfer instruction, and therefore deny validation of
the transfer instruction, because of a dispute over securities positions or the money balance in the account
to be transferred. Such alleged discrepancies notwithstanding, the carrying organization, must transfer the
securities positions and/or money balance reflected on its books for the account.

An organization may take exception to a transfer instruction only if:

1. additional documentation is required (additional legal documents such as death or marriage certificates
needed);

2. account is flat;

3. account number is invalid (account number is not on delivering organization's books);

4. request is a duplicate;

5. violates organization's credit policy;

6. unrecognized (receiving organization cannot identify correct client);

7. client rescinds instruction (client submitted written request to cancel transfer);

8. SS number/tax ID mismatch (number does not correspond to carrying organization's);

9. account title mismatch (receiving organization's account title does not correspond to carrying
organization's);

10. missing authorization signature (TIF requires an additional client signature or successor custodian's
acceptance signature or custodial approval); or

11. client takes possession (entire account is in transfer to deliver direct to customer).
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Note: Responsibility for tracking account number changes due to internal reassignment of an account to
another broker or account executive lies with the delivering organization. Any account so reassigned and
rejected by the delivering organization shall not be considered a legitimate exception under Rule 412.

/03 Validation of Transfer Instruction - Freeze of Account (Carrying Organization

Upon validation of a transfer instruction, the carrying organization should “freeze” the account to be
transferred, i.e., all open orders should be cancelled and no new orders should be accepted; except for
transactions closing options positions which expire within seven (7) days.

/04 Validation of Transfer Instructions - Validation of Assets

Upon validation of a transfer instruction, the carrying organization must return the transfer instruction to
the receiving organization with an attachment indicating all securities positions, any safekeeping positions,
and any money balance in the account as shown on the books of the carrying organization. Except as
hereinafter provided, the attachment must include a then current market value for all assets in the account.
If a partnership interest, the asset must be valued at original cost. However, delayed delivery assets (see
(f)/04 below), nontransferable assets, and assets in transfer to the customer, i.e., in possession of the transfer
agent at the time of receipt of the transfer instruction by the carrying organization for shipment, physically
and directly, to the customer, need not be valued, although the “delayed delivery”, “nontransferable,” or “in
transfer” status, respectively, of such assets must be indicated on the attachment.

For purposes of this rule, a “nontransferable asset” shall mean an asset that is incapable of being transferred
from the carrying organization to the receiving organization because it is:

1. an asset that is a proprietary product of the carrying organization, or

2. an asset that is a product of a third party (e.g., mutual fund/money market fund) with which the receiving
organization does not maintain the relationship or arrangement necessary to receive/carry the asset for the
customer's account.

A proprietary product of the carrying organization shall be deemed nontransferable unless the receiving
organization has agreed to accept transfer of the product.

The receiving organization, upon receipt of the asset validation report that indicates all positions and money
balances in the account, shall designate any assets that are a product of a third party (e.g., mutual fund/
money market fund) with which the receiving organization does not maintain the relationship or arrangement
necessary to receive/carry the asset for the customer's account. The carrying organization, upon receipt of
such designation, shall treat such designated assets as nontransferable and refrain from transferring the
designated assets.

/05 Validation of Transfer Instruction - Regulation T Calls (Carrying Organization)

Upon validation of a transfer instruction, the carrying organization must indicate on the instruction or by
attachment any Regulation T calls outstanding as of the date of validation with respect to the account to be
transferred.

/06 Validation of Transfer Instruction - Non-Transferable Assets

A. If an account to be transferred includes any nontransferable assets (as defined in (b)(1)/04 above) that
are proprietary products of the carrying organization, the carrying organization must provide the customer
with a list of the specific assets and request, in writing, [and] prior to or at the time of validation of the
transfer instruction, further instructions from the customer with respect to the disposition of such assets. In
particular, such request must provide the customer with the following alternative methods of disposition for
nontransferable assets:
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1. Liquidation, with a specific indication of any redemption or other liquidation-related fees that may result
from such liquidation and that those fees may be deducted from the money balance due the customer.

2. Retention by the carrying organization for the customer's benefit.

3. Shipment, physically and directly, in the customer's name to the customer [or the receiving organization].

B. If an account to be transferred includes any nontransferable assets that the receiving organization has
designated as assets that are a product of a third party (e.g., mutual fund/money market fund) with which the
receiving organization does not maintain the relationship or arrangement necessary to receive/carry the asset
for the customer's account, the receiving organization must provide the customer with a list of the specific
assets and request, in writing, at or prior to the time it makes such designation, further instructions from the
customer with respect to the disposition of such assets. In particular, such request must provide the customer
with the following alternative methods of disposition for such nontransferable assets:

1. Liquidation, with a specific indication of any redemption, sales charge, or other liquidation-related fees
that may result from such liquidation and that those fees may be deducted from the money balance due
the customer. The indication must also refer the customer to the fund prospectus or to their registered
representative at the carrying firm for specific details regarding any such fees.

2. Retention by the carrying organization for the customer's benefit.

3. Shipment, physically and directly, in the customer's name to the customer.

4. Transfer to the third party that is the original source of the product, for credit to an account opened by the
customer with that third party.

* * *

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Within the context of NYSE Rule 412, the term “carrying organization” refers to a member organization
from which a customer is transferring an account.

2  Within the context of NYSE Rule 412, the term "receiving organization" refers to a member organization
to which a customer is transferring an account.
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August 16, 2001

  

Member Firm Regulation

 ATTENTION: MANAGING PARTNER, CHIEF EXECUTIVE OFFICER, BRANCH OFFICE MANAGERS,
COMPLIANCE OFFICER, TRAINING AND HR DIRECTORS

TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: CONTINUING EDUCATION PROGRAM BROCHURE

Attached is an updated brochure with Questions and Answers regarding the Continuing Education Program.
The Securities Industry/Regulatory Council on Continuing Education, on which the Exchange participates,
developed these materials. The materials provide updated information and answer frequently asked
questions regarding both the Regulatory and Firm Element components of the Program.

Questions about the Continuing Education Program should be directed to Roni Meikle (212) 656-2156 or
Patricia DeVita (212) 656-2746.

Salvatore Pallante

Executive Vice President

Attachments

THE CONTINUING EDUCATION PROGRAM FOR SECURITIES PROFESSIONALS

Introduction

The securities industry is characterized by rapid changes and fast-paced markets. As financial products
and services become more and more complex, securities professionals must continually augment their
knowledge and understanding of how investment opportunities can meet specific investor needs. At the
same time, securities professionals must comply with regulation and oversight from the states, self-regulatory
organizations (SROs), the Securities and Exchange Commission (SEC), and the Federal Reserve Board. To
help ensure that securities professionals continue to earn the trust and confidence of investors, the securities
industry maintains a mandatory Continuing Education Program. The Securities Industry/Regulatory Council
on Continuing Education (the Council) oversees the Continuing Education Program.

The Council comprises 20 representatives - six SROs, 1   and 14 from the industry. The industry
representatives are selected to maintain representation from a broad cross section of broker/dealers. Liaisons
from the SEC and the North American Securities Administrators Association (NASAA) work with the Council.
The Council plays an ongoing role in evaluating the Program and recommending changes to the SROs as
necessary to ensure that the Continuing Education Program is responsive to industry needs.

The Continuing Education Program

The Continuing Education Program for brokerage firms and their associated professionals is a two-part
program. The SRO-administered Regulatory Element requires periodic completion of computer-based training
in regulatory matters by registered persons. The Firm Element requires individual firms to provide ongoing
training programs to keep certain registered employees current on job- and product- related subjects. The

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

653

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P01-24%2909013e2c855b3410?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


Regulatory and Firm Elements of the Securities Industry Continuing Education Program help ensure that
registered persons stay current on products, markets, and rules to the ultimate benefit of the investing public.
Both the Regulatory and Firm Elements focus on increased education and training rather than testing.

The Regulatory Element

Generally every person registered in any capacity with an SRO is covered by the Regulatory Element. The
Regulatory Element of the Continuing Education Program is computer-based interactive training in which
participants work through real-life scenarios involving rule, product, regulatory, and compliance issues.
Registered persons must complete Regulatory Element training within 120 calendar days after the second
anniversary of their initial securities registration and every three years thereafter. For example, persons
registered in October 1998 would first be required to participate in the training within 120 calendar days after
their second registration anniversary in October 2000. In October 2003, they would again participate and
they would repeat the process every three years thereafter during the course of their careers. There is no
graduation from the Regulatory Element.

The Firm Element

The Firm Element requirements apply to all broker/dealers and their covered persons. Covered persons are
registered individuals who function as salespeople, traders, investment bankers, among others, and who
conduct a securities business with public customers as well as the immediate supervisors of such persons.
The term “customer” applies to retail, institutional, and investment banking customers, but does not include
other broker/dealers. In order to appropriately administer the Firm Element program, firms must conduct an
annual training Needs Analysis and prepare a written training plan that they must implement throughout the
upcoming year. Firm Element training may include written materials, computer-based training, videos, audio
tapes, classroom training, broadcasts, or other presentations.

Regulatory Consequences For Not Complying With The Securities Industry Continuing Education
Program

The registrations of persons who do not complete a required Regulatory Element session within the
prescribed 120-day time period are deemed inactive until he or she satisfies the Regulatory Element
requirement. An inactive individual may neither engage in, nor be paid for, activities requiring registration.
(See Question 20.) Failure to comply with Regulatory Element or Firm Element requirements subjects the firm
and individual to potential disciplinary action by securities regulators.

Questions Concerning The Program

The following are some common questions asked about the Continuing Education Program.

The Regulatory Element

1.Q. How do I know if I am covered by the Regulatory Element?

A. Generally all registered persons are covered by the Regulatory Element. The only registered persons
exempt from the Regulatory Element are those who had been registered solely as representatives, or as
a principal or supervisor for 10 or more years as of July 1, 1998, and who had not been the subject of a
significant disciplinary action within 10 years of July 1, 1998.

2.Q. What is the definition of a significant disciplinary action?

A. A significant disciplinary action occurs when a registered person:

•Becomes subject to a statutory disqualification pursuant to the Securities Exchange Act of 1934. Such
disqualifications include bars, suspensions, and civil injunctions involving securities matters, any felony
convictions, or misdemeanor convictions that involve investments or investment-related businesses, or any
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fraud, false statements or omissions, wrongful taking of property, bribery, perjury, forgery, counterfeiting,
extortion, or a conspiracy to commit any of these offenses.

•Becomes subject to suspension or to the imposition of a fine of $5,000 or more for a violation of any
provision of any securities law or regulation, or any agreement with, or rule or standard of conduct of,
any securities governmental agency or securities self-regulatory organization, or as imposed by any such
regulatory or self-regulatory organization in connection with a disciplinary proceeding.

•Is ordered to take the Regulatory Element as a sanction in a disciplinary action by any securities
governmental agency or securities self-regulatory organization.

3.Q. How does the imposition of a significant disciplinary action affect my status in the Regulatory
Element?

A. Within 120 days of the effective date of the significant disciplinary action (which is 45 days from the date
of the significant disciplinary action), you must participate in a Regulatory Element training session. You must
again participate in a Regulatory Element training session within 120 days of the second anniversary of the
effective date of the disciplinary action, and every three years thereafter throughout your career. Your original
registration date is no longer used as the determinant of your registration anniversary.

4.Q. How am I notified that I must take the Regulatory Element?

A. You are notified by your firm. Once notified, you must complete the required Regulatory Element
computer-based training within the 120-day time period (or window) that begins as specified in the Central
Registration Depository (CRD SM) system.

5.Q. What if I have multiple registrations, such as a Series 6 in 1998 and a Series 7 in 2000? Which is
the applicable date that determines when I must participate in the Regulatory Element?

A. The date of the initial registration (in this case, 1998) applies, provided that you have had no significant
disciplinary actions.

6.Q. What if I have been registered as a General Securities Representative since 1984 and I obtain
a General Securities Principal registration in the year 2000? Am I required to participate in the
Regulatory Element?

A. You would not have been required to participate in the Regulatory Element before becoming registered as
a principal because you had been registered at least 10 years as of July 1, 1998. However, you are required
to participate in the Regulatory Element once you obtain your principal registration. Your anniversaries will be
calculated from the date of your initial securities registration in 1984.

7.Q. What if my registration temporarily lapses because I leave my broker/dealer and become
associated with a new broker/dealer within two years?

A. If you leave one broker/dealer and associate with another within two years, you will maintain your original
registration date as the initial securities registration date, but will have to participate in any Regulatory
Element program you missed during the period you were not associated with a broker/dealer. For example,
if you leave a broker/dealer seven and one-half years after you became registered for the first time and
associate with a new broker/dealer on what would be your nine-year anniversary, you must complete the
Regulatory Element requirement that occurred on your eight-year anniversary before your registration can be
reactivated at the new broker/dealer.

8.Q. What if l do not associate with a new broker/dealer for more than two years?

A. If you do not associate with a new broker/dealer for two or more years, you must begin the entire
registration and qualification process anew. You must take the appropriate qualification examination(s) and
begin the Regulatory Element as if entering the Program for the first time. That is, a Regulatory Element
session would be required on the second anniversary of your new registration and every three years
thereafter throughout your career.
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9.Q. Is the Regulatory Element computer-based training the same for everyone?

A. No. At this time there are two distinct training programs, one for persons who do not have a principal or
supervisor registration (the General Program, or S101), and a separate program for persons registered as
principals or supervisors (the Supervisor/Principal Program, or S201). In 2001 there will be a third training
program called the Series 6 Program, or S106, that will be delivered to persons registered as Investment
Representatives. Note: Persons registered in multiple capacities will participate in only one program as
determined by the higher number registration they possess. For. example, a person holding a Series 24
(General Securities Principal) registration and a Series 7 (General Securities Representative) registration will
participate in the Supervisor/Principal Program (S201). Until the Series 6 Program is available, Investment
Representatives will satisfy their requirement by participating in the General Program.

10.Q. What topics does the Regulatory Element General Program cover?

A. The Regulatory Element focuses on compliance, regulatory, ethical, and sales-practice standards. Its
content is derived from rules and regulations, as well as standards and practices widely accepted within the
industry. Although the specific requirements of certain rules may differ slightly among the various SROs,
the program is based on standards and principles applicable to all. In certain instances, particular SRO
requirements may be more restrictive than those represented in the program. Additionally, many broker/
dealers limit the types of activities in which their registered employees may engage and/or the investment
products they may represent, or they may require specific approvals for certain functions.

The content for the General (S101) and Series 6 (S106) programs is organized into seven modules. While
the content is specific to the respective registration categories covered by each program, the subject titles for
Modules 1 through 6 in both the General (S101) and Series 6 (S106) programs are the same. The content of
Module 7 in the S101 and S106 will vary according to the program.

The seven modules are:

•Registration and Reporting

•Communications with the Public

•Suitability

•Handling Customer Accounts

•Business Conduct

•Customer Accounts Trade and Settlement Practices

•New and Secondary Offerings (S101)/Application of Product Knowledge to Sales Practices (S106)

The content of the programs has been developed by industry practitioners and reviewed by the Council.
The programs do not necessarily require advance preparation because they are designed to evaluate your
understanding of the securities business in general. However, it is important for you to familiarize yourself
with the Regulatory Element Content Outline, the latest version of which may be obtained by contacting
NASD Regulation or the New York Stock Exchange (see the final page of this brochure), or by visiting the
SRO Web Sites (www.nasdr.com —> Members Check Here —> Continuing Education, or www.nyse.com
—> Regulation —> Continuing Education). Please note that there is no specific content outline for the
Supervisor/Principal Program (S201).

11.Q. How is the material presented in each module of the General (S101) and Series 6 (S106)
computer-based training programs?

A. In each module of the General Program and the Series 6 Program, participants are led through scenarios
depicting situations faced by registered persons in the course of their business. The format of the scenarios
in the General Program (S101) is text based, while the Series 6 Program (S106) will also feature audio
segments. After reading the scenario, the participant must demonstrate his or her understanding of the issues
by choosing the most appropriate response(s) to questions concerning the facts in the scenario. The program
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will assess the individual's understanding of the topic. If the individual does not answer a sufficient number
of questions correctly, the program delivers tutorials about the topics in the module and the participant must
try again with another scenario on the same general topic. The participant must successfully complete one
scenario in the module before he or she can advance to the next module. The participant must complete all
seven modules in order to satisfy the Regulatory Element requirement.

12.Q. What topics does the Regulatory Element Supervisor/Principal Program cover, and how is the
material presented?

A. The Supervisor/Principal Program (S201) is specifically designed to enhance a supervisor's problem-
detection and resolution skills. The program comprises lifelike situations in the form of cases. Currently, the
Supervisor/Principal Program cases cover such topics as suitability, supervision, insider trading, money
laundering, and interviewing and hiring. The supervisor Regulatory Element computer-based training
incorporates multimedia features that enable the participants to observe live situations, and view various
documents such as account statements, portfolios, and industry forms, in order to solve the problems
presented in the exercise.

13.Q. How should I prepare for the Regulatory Element Supervisor/Principal Program?

A. Because of the high degree of interactivity and subjectivity involved, specific preparation is not necessary.

14.Q. Will I receive a grade or any other kind of feedback from the computer-based training of the
Regulatory Element, and what feedback on my performance will my firm receive?

A. The Regulatory Element computer-based training programs are not graded. However, the interactive
nature of each program provides you with immediate feedback as you work your way through the scenarios.

Your firm receives notification from CRD that you have satisfied or failed to satisfy the Regulatory Element
requirement. Your firm also receives quarterly feedback on the General and Series 6 programs. The feedback
is aggregated for all firm employees who took the Regulatory Element General Program training that quarter.
Your firm uses this aggregate information when undertaking the annual analysis of the firm's training needs
and develops its formal training plan for the Firm Element.

15.Q. Where will I take the computer-based training of the Regulatory Element and how long will the
training session last?

A. The computer-based training is administered at over 250 Prometric Technology Centers throughout the
United States and Canada, and in centers operated by Virtual University Enterprises (VUE) in London,
Paris, Frankfurt, Sydney, Hong Kong, Seoul, and Tokyo. Some firms participate in “In-Firm Delivery” of the
Regulatory Element, and can administer the Regulatory Element computer-based training on firm premises.
You should check with your firm to see if it participates in In-Firm Delivery. Regardless of where you make
your appointment to take the Regulatory Element, you will have a three and one-half hour appointment, three
of which will be allotted to completing the training session.

16.Q. How do l make an appointment to take the Regulatory Element computer-based training?

A. For appointments at Prometric sites in the United States or Canada, call Prometric's National Registration
Center at (800) 578-6273. For appointments at VUE centers, you should phone the VUE toll-free number
in the country from which you are phoning. Because VUE has over 25 numbers in countries throughout the
world, please consult the NASD Regulation Web Site. Just log on to wwwnasdr.com —> Members Check
Here —> Exam Information & Locations to find the most convenient phone number for you. If your firm is
capable of delivering the Regulatory Element onsite, the registration or licensing department is usually the
place to phone for an appointment.

When calling to make an appointment at any location, be prepared to provide:

•your name and Social Security number;

•your firm's name; and
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•a telephone number where you can be reached.

Remember, you must satisfy your Regulatory Element requirement within 120 days from your initial
registration anniversary. You are strongly encouraged to schedule your appointment as soon as possible
within your 120-day window.

17.Q. If I don't complete the computer-based training within the allotted time, how soon may I
schedule an appointment to retake the program?

A. You may schedule another appointment to take the computer-based training after a 48-hour waiting period.
At your next appointment, you must retake the entire Regulatory Element session.

18.Q. Are there any provisions at the various delivery sites to accommodate people with disabilities?

A. If you are disabled, you or your firm should contact NASD Regulation's Field Support Services at (800)
999-6647 and select Option 2 to make special arrangements for your Regulatory Element appointment.

19.Q. What does each Regulatory Element computer session cost?

A. Each session that is not delivered on your firm's premises costs $65. Sessions delivered on firm premises
are $62. The cost covers the overall, ongoing costs of the Continuing Education Program, including the costs
incurred to develop, monitor, update, and administer the Regulatory Element program and will be billed to
your firm.

20.Q. What happens if I don't satisfy my Regulatory Element requirement within my 120-day window?

A. Your registration is deemed inactive and you may not engage in, or be paid for, activities that require a
securities registration. This means you may not solicit or receive commissions on securities sales, and if you
are not in sales and your duties require a securities registration as, for example, a Financial and Operations
Principal, you may neither act in the registered capacity nor receive compensation for activities requiring a
registration. Therefore, it is very important to schedule your Regulatory Element computer-based training
appointment early in the 120-day period in the event that you do not complete the required session on the first
attempt and have to schedule a second training appointment.

21.Q. If I'm deemed inactive, may l continue to receive trailing or residual commissions?

A. Trailing or residual commissions for business completed before the inactive period may be paid if it is in
accordance with the policy of your firm.

22.Q. For how long may l remain inactive before I must requalify for registration by examination?

A. If you remain inactive for a period of two years your registration will be administratively terminated, and you
must requalify for registration by examination.

23.Q. If I am inactive for failing to satisfy the Regulatory Element requirements and terminate from
my firm, how long do I have to become re-registered with another firm without having to requalify by
examination?

A. Ordinarily, you have a period of two years to re-register without taking a registration examination. However,
if you are inactive for two years for failing to satisfy a Regulatory Element requirement, your registration will
be administratively terminated regardless of the time elapsed since your termination from your previous firm.

Example

Joan is registered with Firm A. She does not satisfy the Regulatory Element requirement due for her fifth
anniversary and she becomes inactive on September 1, 2000. On November 1, 2000, Joan's firm files a
Form U-5 to terminate her registration. Joan reapplies for registration with Firm B on October 1, 2002, but her
registration had been administratively terminated on September 1, 2002 because she had been continuing
education inactive for two years. Joan must requalify by examination even though it has been less than two
years between the time when her Form U-5 was filed by Firm A and her Form U-4 was filed by Firm B.
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24.Q. If I have both a principal/supervisor and non-principal/supervisor registration and become
inactive for failing to satisfy the Regulatory Element requirements, does only one or all of my
registrations become inactive?

A. All your registrations are deemed inactive when you do not satisfy the Regulatory Element requirements.

The Firm Element

25.Q. Who is covered by the Firm Element?

A. The Firm Element requirements apply to all covered persons (i.e., registered persons including
salespeople, traders, sales assistants, investment company shareholder servicing agents, investment
bankers, and others who have direct contact with public customers in the conduct of a securities sales,
trading, or investment banking business, and their immediate supervisors) for as long as they are considered
covered persons. The term “customer” in the definition of covered person applies to retail, institutional, and
investment banking customers, but does not apply to other broker/dealers.

26.Q. Is anyone exempt from the Firm Element?

A. No covered person is exempt from the Firm Element.

27.Q. I'm a branch manager. Am I a covered person within the Firm Element?

A. Yes, if you directly supervise salespeople in the branch. In addition, if you have customer accounts, then
your immediate supervisor is deemed a covered person as well.

28.Q. I'm a research analyst who is Series 7 registered. Am I a covered person with the Firm Element?

A. Yes, if you participate in sales presentations to customers. This would include assisting institutional
salespersons in direct dealings with institutional customers of the firm.

29.Q. Are registered sales assistants or registered investment company shareholder servicing agents
who handle service calls from customers covered persons within the Firm Element?

A. Yes, if their activities include conducting a securities business in a sales context and otherwise require
registration. The fact that the firm has decided to register such persons implies that there is enough potential
for customer contact of the type prescribed by the rules that these persons should be considered covered
persons.

30.Q. What does Firm Element training cover?

A. It varies. Every firm is required to analyze and evaluate its training needs at least annually in light of
its size, organizational structure, scope of business, and types of products and ongoing services it offers
customers. When evaluating their training needs, firms should place particular emphasis on new products,
new rules related to firm business lines, problems the firm may have experienced (such as complaints, and
regulatory or legal actions), and supervisory training needs. The firm must consider the performance of its
registered persons who participate in the Regulatory Element General and Series 6 programs. Also, the
Securities Industry/Regulatory Council on Continuing Education or the SROs may periodically recommend
regulatory issues, investment products, or sales practice standards to be included in Firm Element programs.

Each firm then develops its own written continuing education plan and administers continuing education
programs appropriate to its registered persons, business, and identified needs. The firm must maintain
records documenting the content of its programs and completion of those programs by its covered persons.
As a covered person, you must take all appropriate steps to participate in the continuing education programs
your firm requires.

31.Q. Is there a fixed number of hours of continuing education that I must take in the Firm Element?

A. Your firm must provide continuing education that is reasonable and in accordance with the training needs
identified by its annual Needs Analysis. There are no required numbers of hours for the Firm Element, but
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your firm may prescribe training measured in hours or credits in order to keep track of your compliance with
the Firm Element.

32.Q. Is every covered person required to participate in Firm Element training programs every year?

A. Not necessarily. The frequency and amount of training required for each covered person is determined by
each firm as part of the firm's Needs Analysis.

33.Q. What kinds of training materials are available?

A. A firm may develop training internally, or it may use external sources for some or all of its training needs.
External sources might include institutions of higher learning, professional associations and organizations, or
external vendors. Whatever types of materials are used, Firm Element training must be consistent with each
firm's unique needs and areas of business as specified in the firm's Needs Analysis and training plan.

34.Q. Will SROs or the Council pre-approve training materials and/or programs developed by firms or
outside training providers?

A. Neither the SROs nor the Council will pre-approve training materials or training programs. Firms are
responsible for training material content regardless of whether it was prepared by the firm or by an outside
training provider.

35.Q. Must my supervisor meet annually with me to decide what my training requirement should be?

A. No. However, your firm or supervisor may decide to meet with you to determine individual training needs or
to include a discussion of training needs during regular performance reviews.

36.Q. Will the annual compliance meeting required under Rule 3010(a)(7) of the NASD Conduct Rules
be adequate to demonstrate compliance with requirements of the Firm Element?

A. While firms very often leverage the opportunity presented by the annual compliance meeting to deliver
training, Firm Element training should not be limited to compliance topics if there are identifiable training
needs related to products and services offered by the firm. In most instances, it would probably be necessary
for your firm to significantly expand the material covered at the annual compliance meeting.

37.Q. If I fulfill insurance continuing education obligations, or take training in conjunction with a
professional designation program, can that training satisfy Firm Element requirements?

A. Your firm must determine whether participation in a program designed to meet the requirements of an
educational or continuing education program of another industry (such as that required for insurance-licensed
persons), or of a professional designation program in a field related to the securities industry, will meet all or
part of the Firm Element requirements. Even if the firm does recognize such training to satisfy at least part of
your Firm Element requirements, additional training might be necessary.

For example, if your sales-related activities are limited to insurance and insurance-related securities, training
received through insurance industry continuing education obligations might be sufficient. On the other
hand, if you also sell a wider range of securities products, participation in additional training will probably
be necessary. Likewise, your firm might determine that participating in training related to a professional
designation program adequately covers subjects planned for its own Firm Element training. If not, your
firm may require you to participate in portions of its own program. Your firm makes the determination as to
whether or not the external training is adequate to address your Firm Element training needs.

38.Q. I am registered with more than one firm. Must I participate in the Firm Element training provided
by both firms?

A. Yes, unless the needs identified and training provided by both firms are substantially the same and there
is appropriate documentation showing that both firms acknowledge your compliance with each of their Firm
Element programs.

39.Q. What consequences will result if I do not participate in training offered to meet the Firm Element
requirements?
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A. You have an affirmative obligation to participate in training designated for you by your firm. Failure to do so
will result in disciplinary action against you by your firm and/or by a regulatory authority.

Please Direct Questions to:

Roni Meikle

Manager of Continuing Education

New York Stock Exchange, Inc.

(212) 656-2156

Patricia DeVita

Continuing Education Coordinator

New York Stock Exchange, Inc.

(212) 656-2746

John Linnehan

Director, Continuing Education

National Association of Securities Dealers, Inc.

(240) 386-4684

The Securities Industry/Regulatory Council on Continuing Education

Council Members

Jeffery Adams

Senior Vice President & Regional Director

Morgan Stanley

Mary L. Bender

Senior Vice President, Division of Regulatory Services

Chicago Board Options Exchange

Joan Caridi

Director and Counsel

Credit Suisse First Boston Corporation

Scott A. Cook

Senior Vice President, Domestic Compliance

Charles Schwab & Co., Inc.

Susan Cravens

Senior Investment Consultant

Banc One Securities Corporation

John L. Dixon

President & CEO

Mutual Service Corporation

Ruth C. Hannenberg

Chief Administrative Officer, Director of Compliance

Mesirow Financial, Inc.
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Susan Hechtlinger

Senior Vice President, Director of Compliance

Banc of America Investment Services, Inc.

Edward Hill

Senior Vice President, Compliance (Retired)

MONY Securities Corp.

Kristin L. Hunnibell

Senior Vice President & Chief Financial Officer

Arthur W Wood Company, Inc.

Frank J. McAuliffe

Vice President, Testing and Continuing Education

NASD Regulation, Inc.

Claire McGrath

Vice President and Special Counsel

American Stock Exchange

John M. Noble, Sr.

Senior Vice President & Branch Manager

Salomon Smith Barney, Inc.

Mary N. Owen

Director, Compliance

Deutsche Bank Securities, Inc.

Loretta J. Rollins

Director of Professional Qualifications

Municipal Securities Rulemaking Board

Walter K. Smith

Director of Examinations

Philadelphia Stock Exchange

James A. Tricarico, Jr.

General Counsel

Prudential Securities

Gregory D. Tyler

Executive Director, Training Administrator

USAA Investment Management Company

Donald van Weezel
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Footnotes

1  The American Stock Exchange, Inc., the Chicago Board Options Exchange, Inc., the Municipal
Securities Rulemaking Board, the National Association of Securities Dealers, Inc., the New York Stock
Exchange, Inc., and the Philadelphia Stock Exchange, Inc.
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August 13, 2001

  

Member Firm Regulation

 ATTENTION: COMPLIANCE, LEGAL, REGISTRATION AND TRAINING DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: SERIES 14 ADMINISTRATION FEE INCREASE

Exchange Rule 342 (“Offices - Approval, Supervision and Control”) requires each member and member
organization to designate a person to direct day-to-day compliance activity. Such persons, as well as those
compliance supervisors who direct ten or more persons engaged in compliance activity, must have overall
knowledge of securities laws and Exchange rules and must pass the Compliance Official Qualification
Examination (“Series 14”). The fee for the Series 14 examination has been $200 since its inception in
September 1989.

On May 11, 2001, the Securities and Exchange Commission issued Release No. 34-44296 (File No. SR-
NYSE-2001-09) which provided notice of filing and immediate effectiveness of an increase in the fee charged
by the NYSE for the administration of the Series 14 Examination. The fee per administration is increased from
$200 to $300. The fee increase will help offset expenses incurred in developing, updating, and administering
the exam and will be reflected on billing notices as of September 1, 2001.

Questions or comments regarding this Memo may be directed to Tina Freilicher, Director of Testing
Standards, at (212) 656-2741.

Salvatore Pallante

Executive Vice President
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August 9, 2001

  

Market Surveillance

 TO: ALL MEMBERS, MEMBER ORGANIZATIONS AND CHIEF OPERATING OFFICERS

SUBJECT: AMENDMENT OF RULE 92: LIMITATION ON MEMBER'S TRADING BECAUSE OF
CUSTOMERS' ORDER

The Securities and Exchange Commission has approved amendments to Rule 92 (Limitations on Members'
Trading Because of Customers' Orders). The revised provisions of the Rule (attached) are effective
November 1, 2001.

Rule 92 provides that no member or member organization shall cause the entry of an order in an NYSE-
listed security for an account in which such member or member organization or any approved person thereof
is directly or indirectly interested, if the person responsible for the entry of the order has knowledge of any
particular unexecuted customer order on the same side of the market which could be executed at the same
price.

With respect to the knowledge requirement, Rule 92 provides that a member or member organization
shall be presumed to have knowledge of a particular customer order unless the member organization has
implemented a reasonable system of internal policies and procedures (“information barriers”) to prevent the
misuse of information about customer orders by those responsible for entering such proprietary orders.

Applicability of Rule 92 to Member Organizations

The amendments to Rule 92 broaden the Rule's applicability to member organizations, and apply to all
proprietary trading in NYSE-listed stocks when a member organization has an agency order capable of
execution at the price at which a proprietary trade is proposed to be effected. The Exchange understands
that in most “trading along” situations, the same Floor broker represents the agency and proprietary orders,
and, even if that is not the case, it would be unacceptable for a firm to enter a proprietary order with a different
broker, who could then compete directly with the broker representing the member firm's customer.

Applicability to Transactions in NYSE-Listed Stocks on Other Markets

Rule 92 applies to any agency or proprietary transaction effected on the Exchange if such transaction
(“Exchange transaction”) is part of a group of related transactions that together have the effect prohibited by
the rule, regardless of whether (i) one or more of the other related transactions were effected on other market
centers; or (ii) the Exchange transaction by itself had such effect.

Exceptions for Trading Along with Customer Orders Under Specified Conditions

The amendments to Rule 92 permit members and member organizations to trade along with a customer,
in certain situations, as outlined below. The term “customer” excludes any individual investor trading for
an account in his or her own name. Rule 92 does not permit trading along with such individuals under any
circumstances.

A customer whose order is being traded along with must have given express permission for the member or
member organization to trade along. The consent requirement applies to both domestic or foreign customers.
The express permission of the customer must include an understanding by the customer of the relative
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price and size of allocated execution reports. Such permission must be obtained on an order-by-order basis.
Member organizations may not rely on a broad contractual understanding with a customer in this regard.

Although the amended rule does not outline a specific method of record keeping evidencing that a customer
has given permission to trade along, members and member organizations must implement appropriate
procedures to capture this information with respect to each such order. The burden of proof to demonstrate
that customer consent was obtained will fall on the member or member organization.

In addition to the requirements for customer qualification and consent noted above, each of the trading along
exceptions have other specific requirements.

Liquidation of a Proprietary Facilitation Position

A member or member organization may enter a proprietary order while representing a customer's order which
could be executed at the same price if the proprietary transaction involves liquidating a position held in a
“proprietary facilitation account” and the customer's order is for 10,000 shares or more. The term “proprietary
facilitation account” means an account in which a member organization has a direct interest and which is
used to record transactions whereby the member organization acquires positions in the course of facilitating
customer orders. The position held in the proprietary account need not have been acquired from the customer
whose order the member organization intends to trade alongside.

The principle of permitting liquidation of a facilitation position extends to a situation where a member
organization enters into a binding contract with a customer to buy or sell a specified number of shares of
a particular security, at the closing price of the security on that day, with the contract to be completed after
the close of trading. In that situation, the binding contract would be deemed for purposes of Rule 92 (but not
necessarily for the purpose of any other rule) to be the equivalent of the establishment of a block facilitation
provision.

For example, a member organization that had entered into a binding contract to sell 100,000 shares of XYZ
to customer A would be deemed thereby to have established, for purposes of Rule 92, a 100,000 share
short position (assuming the member organization had no position in the security prior to entering into the
contract). If the member organization received an order from customer B to purchase the subject security,
the member organization would be permitted to purchase stock for its own account along with customer B in
order to liquidate the short position it had established, provided (i) the member organization had recorded the
short position, by memorandum entry or otherwise, in a block facilitation account; (ii) customer B's order is for
at least 10,000 shares; (iii) customer B is not an individual investor; and (iv) customer B had given express
permission for the member organization to trade along with its orders, including an understanding of the
relative price and size of allocated execution reports.

Hedging Activities

Rule 92 has also been amended to permit members and member organizations to be able to trade along
with customers when creating or modifying a bona fide hedge. The member or member organization's
transactions to create the hedge must occur so close in time to the completion of the transaction precipitating
such hedge as to be clearly related, the size of the offsetting hedge must be commensurate with the risk
it offsets, the risk to be offset must be the result of a previously-established facilitation position, and the
customer's order must be for 10,000 shares or more.

If the member or member organization is modifying an existing hedge, the size of the hedge must remain
commensurate with the risk it offsets, the hedge must have been created to offset a position acquired in the
course of facilitating a customer's order and the customer's order must be for 10,000 shares or more.

The hedge exemption is available only to offset the risk of a facilitation position that has been acquired, or
that the member organization knows that it will acquire in order to facilitate a specific customer order that it
has received; it is not available to offset the risk of a position that the member organization believes it will
acquire, absent having received a specific customer order that the member organization will be facilitating.
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A hedge is deemed to be “clearly related” to the transaction precipitating the hedge if either the first or last
transaction comprising the hedge is executed on the same trade date as the transaction that precipitates
such hedge. Thus, the initiation of the hedge should be reasonably proximate to the transaction precipitating
the hedge, but the member organization is not strictly required to complete the hedge on the same date
as the precipitating transaction. The Exchange intends the hedge exemption to be construed narrowly and
that the hedge transaction is reasonably proximate in time to the precipitating transaction. For example, a
hedge started on the same date as the precipitating transaction but not completed until several days later
would not be deemed to be “closely related” unless there were unusual or extenuating circumstances. The
Exchange believes that this “same trade date condition” is an appropriate limitation on the ability of member
organizations to trade along with their customers in this context.

Bona Fide or Risk Arbitrage

A member or member organization may enter a proprietary order while representing a customer's order
capable of execution at the same price if the proprietary order is for a bona fide arbitrage or risk arbitrage
transaction. Such transactions must be recorded in an account used solely to record arbitrage transactions.

Other Exceptions

The Exchange has retained exceptions to Rule 92 for odd-lot transactions by odd-lot dealers to offset odd-
lot orders for customers and proprietary transactions with delivery terms different than the unexecuted
customer's market or limit order. Exceptions for transactions by a member or member organization acting as
an over-the-counter market maker, as specialist on another exchange or to correct a bona fide error have
been added to paragraph (c) of the Rule.

Application of Rule 92 to Specific Orders

(1) Program Trading Orders

Proprietary program orders are subject to the restrictions against trading along with customer orders. The
Exchange understands that program trading desks at member organizations are typically distinct from
trading desks handling customer orders, and thus proprietary program orders entered in accordance with
the information barrier provisions of Rule 92 could be entered notwithstanding that the member organization
may also be representing customer orders in the same stock executable at the same price. If a member
organization seeks to rely on the “trading along” provisions of Rule 92 with respect to a program trading order,
it may do so provided the program order meets the definition of a program in Exchange Rule 80A and the
customer has given the requisite consent.

(2) “Black Box” Orders

Member organizations may receive orders from customers that are entered, either by the customer directly
or by employees of the member organization, into a computerized facility of the member organization, which
will, at periodic intervals during the trading day, send portions of the overall order, without intervention by the
member organization's employees, to the Exchange for execution. Such “feeding into the market” is typically
intended to effectuate a particular strategy (e.g., one related to achieving, over the course of the trading day,
the volume-weighted average price of the stock). If the member organization does not have actual knowledge
that, in fact, a portion of the order has been sent to the Exchange for execution, the member organization
may enter proprietary orders in the same security without being deemed to be in violation of Rule 92.

A member organization may not enter or maintain a proprietary order in a computerized facility for periodic
routing to the Exchange if the member organization knows that customer orders reside in the facility that will
be routed to the Exchange in accordance with the same strategy as the member organization's.
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If a member on the Floor receives a customer order in a stock routed by means of the computerized facility
at the same time the member is representing a proprietary order executable at the same price, the member
must execute the customer order before executing the proprietary order.

(3) Market on close orders

Since all market on close orders must be executed and receive the same closing price, there is no restriction
on a member organization's entering proprietary market on close orders in a stock in which it has also
entered customer market on close orders.

(4) Limit on close orders

Limit on close orders limited to the closing price may or may not receive an execution, depending on the
depth of contra side interest. A member organization may enter proprietary limit on close orders with the
same limit price as its customer limit on close orders. If the member organization receives an execution and
any customer does not, however, the member organization must give up its execution to such customer.

Amended Rule 92 is attached as Exhibit A. Questions concerning any matters discussed in this Information
Memo may be addressed to Brian McNamara at (212) 656-7086 or Donald Siemer at (212) 656-6940.

Regina C. Mysliwiec

Senior Vice President

Attachments

EXHIBIT A

Additions underscored

Deletions [bracketed]

Rule 92: Limitations on Members' Trading Because of Customers' Orders

[(a) No member shall (1) personally buy or initiate the purchase of any security on the Exchange for his
own account or for any account in which he, his member organization or any other member, allied member
or approved person, in such organization or officer thereof, is directly or indirectly interested, while such
member personally holds or has knowledge that his member organization holds an unexecuted market
order to buy such security in the unit of trading for a customer, or (2) personally sell or initiate the sale of any
security on the Exchange for any such account, while he personally holds or has knowledge that his member
organization holds an unexecuted market order to sell such security in the unit of trading for a customer.

(b) No member shall (1) personally buy or initiate the purchase of any security on the Exchange for any such
account, at or below the price at which he personally holds or has knowledge that his member organization
holds an unexecuted limited price order to buy such security in the unit of trading for a customer, or (2)
personally sell or initiate the sale of any security on the Exchange for any such account at or above the price
at which he personally holds or has knowledge that his member organization holds an unexecuted limited
price order to sell such security in the unit of trading for a customer. ]

(a) Except as provided in this Rule, no member or member organization shall cause the entry of an order to
buy (sell) any Exchange-listed security for any account in which such member or member organization or any
approved person thereof is directly or indirectly interested (a “proprietary order”), if the person responsible
for the entry of such order has knowledge of any particular unexecuted customer's order to buy (sell) such
security which could be executed at the same price.

(b) A member or member organization may enter a proprietary order while representing a customer order
which could be executed at the same price, provided the customer's order is not for the account of an
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individual investor, and the customer has given express permission, including an understanding of the relative
price and size of allocated execution reports, under the following conditions:

(1) the member or member organization is liquidating a position held in a proprietary facilitation account, and
the customer's order is for 10,000 shares or more;

(2) the member or member organization is creating a bona fide hedge (” hedge”) and (i) the creation of the
hedge, whether through one or more transactions, occurs so close in time to the completion of the transaction
precipitating such hedge that the hedge is clearly related; (ii) the size of the hedge is commensurate with
the risk it offsets; (iii) the risk to be offset is the result of a position acquired in the course of facilitating a
customer's order; and (iv) the customer's order is for 10,000 shares or more;

(3) the member or member organization is modifying an existing hedge and (i) the size of the hedge, as
modified, remains commensurate with the risk it offsets; (ii) the hedge was created to offset a position
acquired in the course of facilitating a customer's order; and (iii) the customer's order is for 10,000 shares or
more; or

(4) the member or member organization is engaging in bona fide arbitrage or risk arbitrage transactions,
and recording such transactions in an account used solely to record arbitrage transactions (an “arbitrage
account”).

(c) The provisions of this Rule shall not apply to:

(1) [to ] any purchase or sale of any security in an amount of less than the unit of trading made by an odd-lot
dealer to offset odd-lot orders for customers; [or ]

(2) [to ] any purchase or sale of any security upon terms for delivery other than those specified in such
unexecuted market or limited price order; [. ]

(3) transactions by a member or member organization acting in the capacity of a specialist or market maker in
a security listed on the Exchange otherwise than on the Exchange; and

(4) transactions made to correct bona fide errors.

Supplementary Material

.10 A member or employee of a member or member organization responsible for entering proprietary orders
shall be presumed to have knowledge of a particular customer order unless the member organization has
implemented a reasonable system of internal policies and procedures to prevent the misuse of information
about customer orders by those responsible for entering such proprietary orders.

.20 This Rule shall apply to any agency or proprietary transaction effected on the Exchange if such
transaction (“Exchange transaction”) is part of a group of related transactions that together have the effects
prohibited by the Rule, regardless of whether (i) one or more of the other related transactions were effected
on other market centers; or (ii) the Exchange transaction by itself had such effects.

.30 This Rule shall also apply to a member organization's member on the Floor, who may not execute a
proprietary order at the same price, or at a better price, as an unexecuted customer order that he or she is
representing, except to the extent the member organization itself could do so under this Rule.

.40 For purposes of paragraph (b) above, the term “account of an individual investor” shall have the same
meaning as the meaning ascribed to that term in Exchange Rule 80A. For purposes of paragraph (b)(1)
above, the term “proprietary facilitation account” shall mean an account in which a member organization
has a direct interest and which is used to record transactions whereby the member organization acquires
positions in the course of facilitating customer orders. Only those positions which are recorded in a
proprietary facilitation account may be liquidated as provided in paragraph (b)(1). For purposes of paragraph
(b)(2) and (b)(4) above, the terms “bona fide hedge”, “bona fide arbitrage” and “risk arbitrage” shall have
the meaning ascribed to such terms in Securities Exchange Act Release No. 15533, January 29, 1979. All
transactions effected pursuant to paragraph (b) (4) above must be recorded in an arbitrage account.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

669

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


.50 For purposes of paragraph (b)(2) above, a hedge will be deemed to be “clearly related” if either the first or
last transaction comprising the hedge is executed on the same trade date as the transaction that precipitates
such hedge. A member shall mark all memoranda of orders to identify each transaction creating or modifying
a hedge as permitted under this Rule.

[.10 ]

.60 A member who issues a commitment or obligation to trade from the Exchange through ITS or any other
Application of the System shall, as a consequence thereof, be deemed to be initiating a purchase or sale of a
security on the Exchange as referred to in this Rule.

[.20 ]

.70 See paragraph (c)(i) of Rule 800 (Basket Trading: Applicability and Definitions) and paragraph (d)
(ii) of Rule 900 (Off-Hours Trading: Applicability and Definitions) in respect of the ability to initiate basket
transactions and transactions through the “Off-Hours Trading Facility” (as Rule 900 defines that term),
respectively, notwithstanding the limitations of this Rule.
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Market Surveillance

 ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS, AND MEMBER ORGANIZATIONS

SUBJECT: TRADING IN EXCHANGE TRADED FUNDS (“ETFS”): RULES 13, 36.30, 98, 104, 105(L),
1100, AND MARKET-ON-CLOSE/LIMIT-AT-THE-CLOSE POLICY

Trading in three Exchange Traded Funds (“ETFs”) is scheduled to begin on the NYSE on July 31, 2001.
These ETFs are admitted to trading on the Exchange on an unlisted trading privileges (“UTP”) basis. The
ETFs are the NASDAQ 100 Trust (symbol QQQ), Standard and Poor's Depositary Receipts (symbol SPY)
and the Dow Industrials DIAMONDS (symbol DIA). The purpose of this memorandum is to outline various
rules and policies that will be applicable to trading in these and other ETFs.

Amendments to NYSE Rules for ETFs

Rule 104 - Rules 104.20 and 104.21 have been amended to provide a capital requirement for specialists of
$500,000 per ETF. A specialist unit registered only in an ETF would be subject to the $1,000,000 minimum
capital requirement of Rule 104.20.

In addition, Rule 104 has been amended in order to facilitate specialist market making in ETFs. Specialists
may engage in “parity” transactions on direct destabilizing ticks without obtaining Floor Official approval. A
“parity” transaction in an ETF would be a trade to bring the security into line with the value of the securities
comprising the ETF, or the value of a futures contract on the index on which the ETF is based.

Rule 13 - Rule 13 currently provides that stop and stop limit orders in an ETF can be elected by a bid (in
the case of an order to buy) or an offer (in the case of an order to sell), provided that the specialist obtains
the prior approval of a Floor Governor or two Floor Officials. The Exchange has deleted this prior approval
requirement, (except as indicated below), as it may prove cumbersome and impractical in markets in which
bids and offers are changing rapidly to reflect new parity relationships. In its place, it is replaced with a prior
Floor Official approval requirement for any situation where the bid or offer that would elect a stop or stop limit
order is more than 0.10 point away from the last sale and is made for the specialist's dealer account. This
amendment parallels the specialist's responsibility to obtain Floor Official approval under Rule 123A.40 in
situations where the specialist is the party to the electing trade.

Rule 36.30 - Rule 36.30 governs the establishment of telephone or electronic communications between the

Exchange's trading floor and any other location. 1   Rule 36 has been amended to provide that a specialist
registered in an ETF may use a telephone or order entry terminal to enter an order in the ETF itself, in
a component security of the ETF, or in an options or futures contract related to the ETF. In addition, the
specialist may use a post telephone to obtain market information with respect to such ETFs, options, futures,
or component securities. The revised text of Rule 36 makes clear that if an order in a component security
of such ETF is to be executed on the Exchange, the order must be entered in compliance with NYSE Rule
112.20 and SEC Rule 11a2-2(T), and must be entered only for the purpose of hedging a position in the ETF.
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The specialist may not use the post wire to call a specialist on the NYSE registered in a component stock
of the ETF to enter an order, nor may the specialist use a SuperDOT terminal to send an order directly via
SuperDOT to another specialist. The specialist registered in an ETF is not registered in the component
stocks, and therefore is not permitted to initiate an “on Floor” order in such a stock.

Exchange members, including specialists, are permitted to enter an “off-Floor” order. NYSE Rule 112.20
codifies the principle that a member may use a “communication facility” on the Floor of the Exchange to
call an off-Floor location and enter a proprietary order. The order is deemed to be an “off Floor” order (not
an order initiated on the Floor, or an “on Floor” order), provided the order is routed through a clearing firm's
order room, and is transmitted to the Floor for execution by an unaffiliated member. This latter provision is
consistent with SEC Rule 11a2-2(T), which permits executions of off-floor member proprietary orders by
unaffiliated members. These rules do not impose restrictions on the types of orders which may be executed
pursuant to the exemptive relief provided. Under the amendment to Rule 36, any orders in a component stock
of an ETF entered for execution on the Exchange from the specialist's post, either by telephone or by means
of a SuperDOT terminal, would have to be routed through a clearing firm's order room and transmitted back
to the Floor for execution without the specialist in the ETF interacting with the order or participating in the
execution in any way.

Market-on-Close/ Limit-At-The-Close Policy/ Pre-Opening Price Indications Policy - Orders in ETFs are not
subject to the Exchange's Market-On-Close (“MOC”)/ Limit-at-the-close (“LOC”) policy concerning order entry
limitations, cancellation of orders during a regulatory halt, imbalance publications, and any other limitations or
procedures with respect to MOC/LOC procedures. A MOC/LOC order in an ETF can be entered at any time
without regard to the limitations of the Exchange's MOC/LOC policies. In addition, the closing price of an ETF
will not be subject to publication of imbalances under the Exchange's MOC/LOC policy.

Similarly, the Exchange's policies regarding mandatory dissemination of pre-opening price indications (other
than ITS pre-opening notifications) in the case of significant order imbalances and potentially large price
dislocation from the prior close would not apply to ETFs. Both the MOC/LOC procedures and the mandatory
pre-opening price indications policy are intended to solicit offsetting contra side interest to minimize price
dislocation. This rationale does not apply in the case of ETFs, which are derivatively priced in relation to,
among other things, the values of the underlying component securities, regardless of the extent of an order
imbalance.

Rule 105(l) - Rule 105(l), which prohibits affiliates of specialist units from acting as a primary market maker
in the option on a specialty security, has been amended to permit such activity with respect to options on an
ETF for affiliates of specialists that have Rule 98 approved procedures in place. The Exchange believes that,
as ETFs are derivatively priced, the conflicts of interest with respect to market making in both the underlying
security and its corresponding option are minimized in this case. The Exchange will also permit a Rule 98
affiliate of the ETF specialist to act in a market making capacity (but not as a specialist) in the ETF itself on
another market center.

Rule 98 - Exchange Rule 98 provides that affiliates of a specialist organization can receive an exemption
from certain rules applicable to specialists (principally impacting proprietary trading and investment banking),
provided they establish a system of information barriers between themselves and the affiliated specialist. One
of the conditions for the Rule 98 exemption is that the specialist organization be capitalized separate and
apart from any affiliate. The Exchange has deleted this requirement in the case of a specialist organization
that is registered only in ETFs. The Exchange believes that the separate capitalization requirement is not
required in this instance, and that the question of adequacy of capital can be appropriately addressed by the
special allocation committee which will allocate the ETF. However, a specialist organization that is registered
only in ETFs will remain subject to the minimum capital requirements specified in Rule 104.20.

Rule 1100 - Rule 1100(a) has been amended to clarify that NYSE rules applying to Investment Company
Units (which include ETFs) also apply to securities fitting that definition that are traded on the Exchange on
the basis of unlisted trading privileges.
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Hours of Trading - ETFs will trade until 4:15 p.m., except that the trading will be closed in an ETF at the same
time (typically 4:05 p.m.) that trading in a related futures contract closes on the last business day of the month
in another market. For example, futures trading in stock index products on the Chicago Mercantile Exchange
closes at 4:05 p.m. (Eastern time) on the last business day of each month. Trading in related ETFs on other
market centers closes at such time on such days as well. Accordingly, trading in ETFs will also close on the
Exchange at 4:05 p.m. in such cases.

Other Matters

Short Sale Rules - Transactions in ETFs will not be subject to “tick” requirements of the short sale rule of the
Commission (Rule 10a-1) or the Exchange (Rule 440B). Short orders must be marked SHORT or SHORT
EXEMPT.

Paragraph (b) of NYSE Rule 1100 - Provision of Prospectus and Written Description - states therein that
“This paragraph shall apply only to a series of Investment Company Units as to which the sponsor or other
appropriate party has obtained an exemption from Section 24(d) of the Investment Company Act.” The ETFs
being traded on the NYSE on a UTP basis, QQQ, SPY and DIA, are all ETFs as to which the exemption from
Section 24(d) has been obtained. In this connection, note that the written description or circular (also referred
to as a “product description”) approved by the exchange on which these ETFs are listed will be acceptable to
the NYSE for purposes of Rule 1100(b).

Suitability - Pursuant to Exchange Rule 405, before a member, member organization, allied member or
employee of such member organization undertakes to recommend a transaction in ETF shares, such member
or member organization should make a determination that such shares are suitable for such customer. If
any recommendation is made with respect to such shares, the person making the recommendation should
have a reasonable basis for believing at the time of making the recommendation, that the customer has such
knowledge and experience in financial matters that he or she may reasonably be expected to be capable of
evaluating the risks and any special characteristics of the recommended transaction, and is financially able to
bear the risks of the recommended transaction.

Certain Specialist Transactions in ETFs - Rule 460.10 generally precludes certain business relationships
between an issuer and the specialist in the issuer's securities. Exceptions in the Rule permit specialists in
ETF shares to enter into Creation Unit transactions through the Distributor to facilitate the maintenance of a
fair and orderly market. A specialist Creation Unit transaction may only be effected on the same terms and
conditions as any other investor, and only at the net asset value of the ETF shares. A specialist may acquire
a position in excess of 10% of the outstanding issue of the ETF shares, provided, however, that a specialist
registered in a security issued by an investment company may purchase and redeem the investment
company unit or securities that can be subdivided or converted into such unit, from the investment company
as appropriate to facilitate the maintenance of a fair and orderly market in the subject security.

Questions concerning the matters discussed in this Memorandum may be addressed as follows:

Suitability                            Mary Anne Furlong (Member Firm Regulation) at
 (212) 656-4823

Specialist Issues                      Donald Siemer (Market Surveillance) at (212)
 656-6940

Regina C. Mysliwiec

Senior Vice President

Attachment

EXHIBIT A
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Additions underscored

Deletions [bracketed]

Rule 104 Dealings by Specialists

No specialist shall effect on the Exchange purchases or sales of any security in which such specialist is
registered, for any account in which he, his member organization or any other member, allied member, or
approved person, (unless an exemption with respect to such approved person is in effect pursuant to Rule
98) in such organization or officer or employee thereof is directly or indirectly interested, unless such dealings
are reasonably necessary to permit such specialist to maintain a fair and orderly market, or to act as an odd-
lot dealer in such security.

.10 Regular Specialists

* * * * *

(7) The requirement to obtain Floor Official approval for transactions for a specialist's own account contained
in subparagraphs (5)(i)(A), (B) and (6)(i)(A) above shall not apply to transactions effected for the purpose
of bringing the price of an investment company unit (the “unit”), as that term is defined in Section 703.16
of the Listed Company Manual, into parity with the value of the index on which the unit is based, [or ] with
the net asset value of the securities comprising the unit [. ] , or with a futures contract on the value of the
index on which the unit is based. Nevertheless such transactions must be effected in a manner that is
consistent with the maintenance of a fair and orderly market and with the other requirements of this rule and
the supplementary material herein.

… Supplementary Material:

.20 Regular specialists.-

(1) through (4) - No change

(5) With respect to any Investment Company Unit (as defined in paragraph 703.16 of the Listed Company
Manual), a member registered as a regular specialist at an active post shall maintain net liquid assets
equivalent to $500,000 for each such security in which the specialist is registered.

Current numbers (5) through (7) renumbered (6) through (8)

.21 Concentration Measure Requirements

(i) through (v) - No change

(vi) $500, 000 for each specialist security that is an Investment Company Unit (as defined in paragraph
703.16 of the Listed Company Manual)

Rule 13 Definitions of Orders

(No Change)

* * * * * *

… Supplementary Material:

(.10 through .20 - No change)

.30 Stop and stop limit orders to buy or sell an Investment Company Unit (as defined in Section 703.16 of the
Exchange's Listed Company Manual) shall, [with the prior approval of a Floor Governor or two Floor Officials],
be elected by a quotation as set forth below:

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

674

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE104/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE98/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE98/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE13/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


(i) a stop order to buy becomes a market order when the bid price in the security is at or above the stop price
after the order is represented in the Trading Crowd;

(ii) a stop order to sell becomes a market order when the offer price in the security is at or below the stop
price after the order is represented in the Trading Crowd;

(iii) a stop limit order to buy becomes a limit order executable at the limit price or at a better price, if
obtainable, when the bid price in the security is at or above the stop price after the order is represented in the
Trading Crowd; [and]

(iv) a stop limit order to sell becomes a limit order executable at the limit price or at a better price, if
obtainable, when the offer price in the security is at or below the stop price after the order is represented in
the Trading Crowd[.] ; and

(v) if, in any situation covered by paragraphs (i) through (iv) above, the bid or offer that would elect a stop or
stop limit order is more than 0.10 point away from the last sale and is made for the specialist's dealer account,
such stop or stop limit order shall be elected only if the specialist obtains the prior approval of a Floor Official.

Rule 36 Communications Between Exchange and Members' Offices

* * * * * *

.30 Specialist Post Wires.—With the approval of the Exchange, a specialist unit may maintain a telephone
line at its stock trading post location to the off-Floor offices of the specialist unit or the unit's clearing firm.
Such telephone connection shall not be used for the purpose of transmitting to the Floor orders for the
purchase or sale of securities, but may be used to enter options or futures hedging orders through the
unit's off-Floor office or the unit's clearing firm, or through a member (on the floor) of an options or futures
exchange. In addition, a specialist registered in an Investment Company Unit (as defined in Section 703.16
of the Listed Company Manual) may use a telephone connection or order entry terminal at the specialist's
post to enter a proprietary order in the Unit in another market center, in a component security of such a
Unit, or in an options or futures contract related to such Unit, and may use the post telephone to obtain
market information with respect to such Units, options, futures, or component securities. If the order in the
component security of the Unit is to be executed on the Exchange, the order must be entered and executed in
compliance with Exchange Rule 112.20 and SEC Rule 11a2-2(T), and must be entered only for the purpose
of hedging a position in the Unit.

Guidelines for Specialists' Specialty Stock Option Transactions Pursuant to Rule 105

(a) through (k) - No change

* * * * * *

(l) Specialist Shall Not Be Options Market-Maker

(i) Except as provided below, no equity specialist, his member organization, other member, allied member or
approved person in such member organization or officer or employee thereof shall act as an options market-
maker or option specialist, or function in any capacity involving market-making responsibilities, in any option
as to which the underlying security is a stock in which the specialist is registered as such.

(ii) Notwithstanding the above, an approved person of an equity specialist entitled to an exemption from this
rule under Rule 98 may act as a competitive market maker, competitive options trader, registered options
trader, or in a similar non-primary market-making capacity in any option as to which the underlying security
is a stock in which the associated specialist is registered as such; provided, however, that if an approved
person is so acting as an options market maker pursuant to this paragraph, neither that approved person, nor
any other approved person of the specialist, may act as a market maker in any equity security in which the
associated specialist is registered as such and which underlies an option as to which the approved person
acts as an options market maker.
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(iii) Notwithstanding the above, an approved person of an equity specialist entitled to an exemption from
this rule under Rule 98 may act in a market making capacity other than as a specialist in any Investment
Company Unit (as defined in paragraph 703.16 of the Listed Company Manual) on another market center,
and may act as a specialist or in any other market making capacity in any option as to which the underlying
security is such an Investment Company Unit in which the associated specialist is registered as such on the
Exchange.

Rule 98 Guidelines for Approved Persons Associated with a Specialist's Member
Organization

* * * * * *

(vii) Capital Requirements Met Separately. If the approved person is a member organization of the Exchange,
such approved person should at all times meet all applicable financial requirements imposed by the
Exchange or the Securities and Exchange Commission separately from the associated specialist member
organization. If the approved person is not a member organization of the Exchange, but is a broker-dealer,
such approved person should at all times meet all applicable financial requirements imposed by Securities
and Exchange Commission Rule 15c3-1 separately from the associated specialist member organization.
Each specialist associated with such specialist member organization should at all times meet all applicable
financial requirements imposed by any Exchange Rule separately from the approved person. The specialist
member organization's capital must be dedicated exclusively to specializing activities, and must not be at risk
for any liabilities of the approved person. This paragraph shall not apply to a specialist member organization
that is registered as a specialist solely in Investment Company Units (as defined in paragraph 703.16 of the
Listed Company Manual). However, such specialist member organization will remain subject to the minimum
capital requirements specified in Rule 104.20.

Rule 1100

Scope

(a) The provisions of this Rule 1100 apply only to “Investment Company Units”, as defined and used in Para.
703.16 of the Listed Company Manual. This term shall also mean and apply to securities which fit within said
definition but are admitted to dealings by the Exchange on an unlisted trading privileges basis. Except to the
extent that specific provisions in this Rule govern, or unless the context otherwise requires, the provisions
of the Constitution, all other Exchange Rules and policies shall be applicable to the trading of Investment
Company Units on the Exchange. Pursuant to Exchange Rule 3 (“Security”), Investment Company Units are
included within the definition of “security” or “securities” as those terms are used in the Constitution and Rules
of the Exchange.

* * * * * *

Hours of Trading

(e) Any series of Investment Company Units so designated by the Exchange may be traded on the Exchange
until 4:15 p.m. each business day. The Exchange may close trading at an earlier time to coincide with the
close of trading in a related futures contract on the last business day of the month, or any other day when
trading in a related futures contract closes earlier than 4:15 p.m.

* * * * * *

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
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Footnotes

1  Rule 36.30 already allows specialists to have telephone lines to the floor of an options or futures
exchange for the purpose of entering hedging orders.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 01-19

Click to open document in a browser

July 20, 2001

  

Member Firm Regulation

 ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS, AND MEMBER ORGANIZATIONS

SUBJECT: LONG-TERM CERTIFICATES OF DEPOSIT - SALES PRACTICES

In response to inquiries from member organizations, the Exchange would like to clarify certain issues that
have arisen in connection with Information Memo Number 01-05 dated March 7, 2001 which addresses sales
practice procedures applicable to long-term Certificates of Deposit.

Disclosure of Risk Factors

The Information Memo addresses two types of disclosure, oral and written, with respect to the sale of long-
term CDs. The Memo requires that members and member organizations, pursuant to written procedures,
direct registered representatives to make pre-purchase disclosure of the specific, applicable material risks
associated with long-term CDs. The disclosures may be provided orally or in writing. The nature and extent
of this disclosure may be tailored to the specific CD product and the customer's relevant experience and
investment history.

In addition, the Memo refers to a “best practice” disclosure which “ … would be for member organizations to
distribute written materials that describe the characteristics and risks of purchasing long-term CDs or prepare
such for distribution if not made available by the issuer.” The Memo does not require pre-purchase written
disclosure of risk. This “best practice” recommendation may be satisfied by including a written disclosure
statement with a confirmation, mailed or otherwise transmitted, to notify a customer of a long-term CD
purchase.

“Secondary Market” Disclosure

The Information Memo discusses appropriate disclosure language with respect to member organizations'
participation in post-distribution CD secondary markets. In addition to the example provided, the following
types of disclosure language may be used to describe an organization's post-distribution intentions:

“Upon completion of the distribution, the firm may not make a market in this CD.”

or

“Upon completion of the distribution the firm may, as an accommodation to customers, make a market in this
CD.”

or

“The firm, though not obligated to do so, may maintain a secondary market in this CD upon completion of the
distribution.”

“Secondary Market” Purchases
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The Memo defines “long-term Certificate of Deposit products” as those CDs with a maturity date beyond
one year from date of issue. If, however, a CD is purchased in the secondary market, the requirements and
recommendations outlined in the Memo apply only to those products with a maturity date beyond one year
from date of purchase.

Any questions regarding the foregoing may be directed to Stephen Kasprzak at (212) 656-5226, Mary Anne
Furlong at (212) 656-4823 or Michael Rufino at (212) 656-5685.

Salvatore Pallante

Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Member Firm Regulation

 ATTENTION: FLOOR MEMBERS, CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, COMPLIANCE
AND LEGAL DEPARTMENTS

TO: ALL MEMBERS, AND MEMBER ORGANIZATIONS

SUBJECT: I. COMPENSATION OF MEMBERS AND DUAL EMPLOYMENT, II. EXECUTING BROKER
ARRANGEMENTS, III. DIRECT ACCESS BUSINESS

As a result of inquiries from Floor brokers, Exchange staff has identified three areas which require further
clarification and emphasis: 1) employment, compensation and dual employment of members, 2) the
appropriate type of agreement for a member executing transactions with public customers, and 3) direct
access business.

I. Employment and Compensation of Members

The NYSE Constitution 1   requires that each member organization have at least one officer (member
corporation), general partner (member firm) or employee who is a member of the Exchange. All members
must be on the member's or member organization's payroll, as employees, subject to withholding of taxes
and receipt of IRS Form W-2. THIS WOULD INCLUDE ALL SO-CALLED $2 BROKERS ASSOCIATED
WITH, AND QUALIFYING, MEMBER ORGANIZATIONS.

Members whose compensation is reflected on IRS Form 1099 (rather than on a W-2) do not satisfy this
requirement since Form 1099 generally is utilized for independent contractor status or another type of
compensation arrangement which the Exchange does not permit for members.

Supervision of Members

The content and structure of Exchange rules (e.g., Exchange Rule 342) mandate that a member be fully
subject to the direct supervision and control of his or her member organization employer (including sole
proprietorships).

Under certain arrangements, members receive some or all of the orders they execute from other member
organizations. The member or member organization employer is directly responsible for supervising all floor
trading activities of its member(s), including execution of orders received from other members or member
organizations as well as all error-related transactions. All transactions must be reflected on, and maintained
as part of, the member or member organization employer's books and records, pursuant to SEA Rules 17a-3
and 17a-4. This includes the creation and retention of time-stamped order tickets. Supervision and recording/
maintaining records of errors is required even if a member participates in the Floor Members Emergency
Fund. In addition, members and member organizations are reminded that they must review their members'
personal securities transactions/accounts whether at the member organization or carried by another financial
services institution (see Exchange Rule 407).

Responsibility for Member Contracts
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Article VII, Section 3 of the NYSE Constitution states that: “Each contract entered into on the floor of the
Exchange for any member who is associated as a member with any member organization shall be binding
on such member organization in all respects and without limit and such member organization shall be fully
responsible therefor.”

This provision stipulates that any order entered by a member on behalf of any member or member
organization is the sole responsibility of the member organization employer. See also Rule 311(g).

Floor Commissions of Members

Exchange Rule 301.36 requires that all floor commissions of an Exchange member who is associated with a
member organization as a member must be for the account of the organization. It should be noted that this
includes all income earned by such member in his/her capacity as a member on the floor of the Exchange. All
such commissions/income must also be reflected upon the books and records of the employing organization.

It is not an acceptable practice for associated members to receive floor commission payments directly from
non-members as well as other members or member organizations, including checks payable in their names
and accounts, rather than payable to their member or member organization employer.

Allocation/Reimbursement of Expenses

Members and member organizations may enter into agreements, consistent with this Memorandum, that
would provide for the allocation/reimbursement of expenses between themselves in connection with the
activities of members provided that such allocation/reimbursements are reflected on the books and records of
each participating member or member organization.

Dual Employment of Members

Members and member organizations are reminded that the Exchange's Constitution prohibits a member
from association with more than one member organization (Article I, Section 3(h)) in the capacity of a
member. Further, Rule 346(d) states that: “No member shall qualify more than one member organization for
membership.” In this regard, the Exchange has received requests for members to be permitted employment
with another member organization. If any of the functions to be performed include duties that can only be

performed by members 2  , the Constitution and Rules do not permit such dual employment arrangement.

Where a member is employed by a member or member organization as a member (the primary organization)
and also is employed by another member organization (the secondary organization) to perform functions
other than in the capacity of a member, e.g., consulting, customer liaison, trouble-shooting, both
organizations must approve the dual employment pursuant to Rule 346(b), and each respective organization
must supervise the activities and functions performed on its behalf. Under these circumstances, the
secondary member organization would NOT be responsible for such person's floor executions (which are
effected in his or her capacity as a member). In addition, members and member organizations are reminded
that they must review their members'/employees' personal securities transactions/accounts whether at the
member organization or carried by another financial services institution (see Exchange Rule 407).

Similarly, a member e.g., sole proprietor (who is NOT approved to conduct a public business), may become
associated as a part-time registered representative (i.e., Series 7 or 7A qualified) with another member or
member organization (the secondary organization) who is approved to do business with public customers.
The member or member organization employing such part-time registered representative is responsible
for supervising the registered representative's activities performed on its behalf. The public customer(s) of
the part-time Registered Representative must have an account(s) at the member or member organization
employing the Registered Representative and such member or member organization is responsible for
monitoring the activity in the customer account(s). Such member or member organization employer must
bill and receive all commissions generated from the public business and then may make payment to the
registered representative. Registered representatives may not bill public customers directly.
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In all dual employment situations, the secondary employer must file a Form U-4 (to register the person as a
Floor Employee (FE) or other appropriate registration category e.g., registered representative). Each Form
U-4 must reflect all employment associations of the named individual. Compensation paid by the secondary
employer not related to “supervisory” activities may be reflected on either Form W-2 or Form 1099.

Requests have also been made to the Exchange to permit Floor supervisors at one member organization to
assume supervisory responsibilities over the member(s) of another organization.

Exchange staff will review each such request on a case by case basis, and may approve such arrangement
under Rule 346(e) if the additional supervisory duties will not impair the supervisory structure of either
organization. In addition, the Forms U-4 of such dual supervisors must reflect this supervisory association
with both organizations and such persons must have access to the books and records of each organization
necessary to perform their supervisory responsibilities.

Floor Employees

Members associated with member organizations (including sole proprietorships) may not themselves directly
employ or compensate other Floor employees, (e.g., Trading Assistants and Front Line Specialist Clerks).
Floor employees must be registered with, compensated by, and supervised by the member organization
employer. Member organizations, including sole proprietorships, are reminded that all compensation paid to
Floor employees, including gratuities, must be recorded on their books and records, which may be subject to
examination. Appropriate documentation, including but not limited to Form U-4s, must be filed and maintained
for all Floor employees, whether full-time, part-time or temporary (including clerks employed on a “pork-

chop” 3   basis). Compensation to Floor employees may be reflected on either Form W-2 or on Form 1099.
In addition, member and member organization employers, must review their Floor employees' personal
securities transactions/accounts whether at the member organization or carried by another financial services
institution (see Exchange Rule 407).

* * * *

Members and member organizations must review all existing arrangements/agreements particularly with
respect to employment, compensation, and dual employment of members and other Floor employees to
ensure compliance with the Constitution and Rules.

II. Floor Brokers Entering Into Execution Arrangements

A Rule 382 carrying agreement is not required for arrangements in which a member (who is approved by the
NYSE to do business with the public) executes transactions for a public customer where all of the following
conditions exist:

1. The public customer(s) is also the customer of another member or member organization or of a
nonmember broker-dealer who clears through a member organization pursuant to Rule 382 and, who has
the responsibility for opening, approving and monitoring such public customer accounts (and for such other
functions as it may perform).

2. The member is party to a written execution agreement with (i) the member, member organization or
nonmember broker-dealer which has responsibility for opening, approving and monitoring such stated public
customer accounts and (ii) any clearing/carrying organization, that describes the responsibilities of each party
relative to the executing arrangement, authorizes the member to give up the clearing firm's name/number for
clearance of the transaction(s) and describes the procedures/responsibilities for the handling of error trades.

3. The responsibility of the member as described in the written agreement referred to in #2 above is limited to
accepting orders solely from such public customers(s) for execution.

4. The public customer is provided with a copy of the written execution agreement.
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Members and member organizations that participate in a written execution agreement (described in #2
above) should review the applicable carrying agreement(s) to determine whether amendments to the clearing
agreement are necessary to conform to the execution agreement.

III. Direct Access

Members and member organizations are reminded that all members accepting orders from public customers
must be Series 7 (General Securities Registered Representative Qualification Examination) or 7A (Floor
Members and Floor Clerks Engaged In Public Business With Professional Customers Qualification
Examination) qualified and must be associated with, a member or member organization approved to conduct
a public business. The public customers of such members must have accounts at the member or member
organization employer approved to conduct public business who is responsible for knowing the customers
and monitoring their account activity. See Information Memo Nos. 91-25 and 93-37 for further information in
regard to the requirements for effecting a direct access business.

Exchange examination staff will continue to review for compliance with the content of this Memorandum.

Any questions concerning this Memorandum may be directed to your firm's Finance Coordinator.

Salvatore Pallante

Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  New York Stock Exchange Constitution Article I, Sections 3(i) and (j)
2  See, for example, Rule 54
3  "Pork chop" is a Floor term that refers to an arrangement where a Floor employee at a booth answers

the phone, receives an order for, passes such order to, and is compensated by, a Floor broker who is
not the registered owner of the booth.
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Member Firm Regulation

 ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER AND CHIEF FINANCIAL OFFICER/
PARTNER AND REGULATORY REPORTING DEPT.

TO: MEMBERS, AND MEMBER ORGANIZATIONS

SUBJECT: REPORTING STATEMENT OF FINANCIAL ACCOUNTING STANDARDS NO. 140 -
DISCLOSURE ON FOCUS REPORTS

In September 2000 the Financial Accounting Standards Board (“FASB”) issued Statement of Financial
Accounting Standards (“SFAS”) No. 140 “Accounting for Transfers and Servicing of Financial Assets and
Extinguishments of Liabilities.” SFAS No. 140 became effective for transfers and servicing of financial
assets and extinguishments of liabilities occurring after March 31, 2001 (the collateral reclassification and
recognition requirements became effective for financial statements for fiscal years ending after December 15,
2000). The Securities and Exchange Commission (“Commission”) staff has advised us that broker-dealers'
FOCUS Reports should continue to be prepared in accordance with generally accepted accounting principles
(“GAAP”). Accordingly, all members and member organizations will need to consider the impact of
SFAS No.140 on all future FOCUS Report filings.

SFAS No. 140, which replaced SFAS No. 125, will impact broker-dealers primarily in three ways: 1) it requires
reclassification of proprietary securities that are not under the control of the broker-dealer as encumbered
assets, 2) it requires recognition, as assets and liabilities of non-cash collateral received in certain secured
transactions, and 3) it requires recognition of certain securitized assets that do not qualify for sale treatment
under the Statement. SFAS No. 140 also carries forward from SFAS No. 125 the purchase and sale
treatment of certain securities borrowed/reverse repurchase, and securities loan/repurchase transactions that
are detailed as Items D and E in Exhibit B of Information Memo Number 98-7.

FOCUS Report Part II Filers

The Statement of Financial Condition (Balance Sheet) - Pages 2 and 3 have been revised to accommodate
the reclassification entries required by SFAS No. 140 and are attached and highlighted for your reference.
These new pages are to be used starting with the filing of the June 2001 FOCUS Report. These disclosure
items will only be applicable for carrying organizations that clear for themselves or others. Introducing
organizations and other entities that utilize other broker-dealers for clearance will not be subject to these
disclosures provided that their proprietary securities are held by their clearing-carrying broker-dealers.

The new items consist of:

1) Line 7J - FOCUS Item 120 - Encumbered Securities: The amount of proprietary securities that are
encumbered is reported here for all securities owned. Items reported on this line do not affect the total
securities owned, which is reported in Item 850, nor does it affect total assets. Encumbered securities
primarily consist of securities not in the control of the broker-dealer as a result of a secured transaction
such as bank loan, securities loan or repurchase transactions to the extent that the third party receiving the
collateral has the right to sell or repledge such collateral. The amount reported on this line may be reported
on a settlement date basis even if inventory is reported on a trade date basis on other lines.
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2) Reporting Non-Cash Collateral Pledged/Received in by a broker/dealer when other securities were loaned
out: The market value of the securities received as collateral pledged is reported in the asset section on Page
2, Line 15E, Item 536, “Collateral accepted under SFAS No. 140.” The offsetting amount would be reported
in the liability section on Page 3, Line 23G, Item 1686 “Obligation To Return Securities.” For broker-dealers
operating on the basic method of calculating the net capital requirement, Item 1386 must also reflect these
balances.

3) Reporting assets which have been transferred or sold to a special-purpose entity (“SPE”) which do not
meet the sale criteria under SFAS No. 140: The market value of these assets (securities) are reported in the
asset section on Page 2, Line 15F, Item 537 “SPE Assets” and included in Item 930. The offsetting amount
would be reported in the liability section on Page 3, Line 23H, and Item 1687. For broker-dealers using the
basic method for calculating the net capital requirement, Item 1387 must also reflect these balances.

Assets and liabilities reported on FOCUS solely for compliance with SFAS No. 140 will have no impact
on the computation of net capital (SEA Rule 15c3-1), and the customer reserve calculation (SEA
Rule 15c3-3). Haircut charges or aggregate indebtedness will exclude SFAS No. 140 balance sheet
classifications.

Broker/dealers can utilize its current allocation system/reports in the calculation of its reserve
formula (SEA Rule 15c3-3) to determine the appropriate amounts to disclose on the applicable FOCUS
lines.

4) SFAS No. 140 also carries forward (from SFAS No. 125) the disclosures for those transactions, which do
not fall under the definition of financings (see NYSE Information Memo Number 98-7, Exhibit B, Page 3).
These transactions will still have to be recognized as purchases and sales. Securities Borrowed and Reverse
Repurchase transactions would be reduced and instead treated as purchases and classified as proprietary
positions while Securities Loaned and Repurchase transactions would be reduced and reported either as
a reduction of long inventory or an increase of short inventory. Broker/dealers should continue to utilize the
FOCUS balance sheet “Memo” and “Calculate” screens for inputting these disclosure items for which the
instructions were stated in NYSE Information Number Memo 98-7.

Disclosures for transactions which came under the definition of financings as stated in NYSE Information
Number Memo 98-7 (Exhibit B, Pages 1 and 2) have been eliminated and will not have to be reported further
using the “Memo” and “Calculate” screens.

5) Broker/dealers have the responsibility to interpret the application of SFAS No. 140 with respect to the
use of customers' securities. The NYSE recommends that broker-dealers consult with their independent
public accountants as to the recognition of such customers' securities on the FOCUS balance sheet. If so
recognized, the market value of these securities would also be disclosed on line 15E, Item 536, and line 23G,
Item 1686 on the FOCUS balance sheet. For broker-dealers using the basic method for calculating its net
capital requirement, Item 1386 must also reflect these balances.

Any questions on the applicability of the disclosure requirements of SFAS No.140 for your organization
should be directed to your independent public accountant. Any questions concerning the disclosure reporting
on the attached pages to the FOCUS Report Statement of Financial Condition (Balance Sheet) may be
directed to your Finance Coordinator at the Exchange.

Salvatore Pallante

Executive Vice President

Attachments

                      

FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
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PART II

BROKER OR DEALER                                                                         
         as of 

            

                                      

STATEMENT OF FINANCIAL CONDITION

                                                

ASSETS (continued)

                                                                           

Allowable                   Nonallowable                    Total

       E. Stocks and warrants                                         $

             410

       F. Options                                                     

              420

       G. Arbitrage                                                   
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              422

       H. Other securities                                            

              424

       I. Sport Commodities                                           

              430

       J. Total inventory - includes encumbered securities

       of       $

 120                                                                                     
     $

              0 850

8.     Securities owned not readily marketable:

       A. At Cost       $

               130                           

              440             $

                 610            

               0 860

9.     Other investments not readily marketable:
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       A. At Cost       $

               140

       B. At estimated fair value                                  

                 450             

                  620           

                0 870

10.    Securities borrowed under subordination

       agreements and partners' individual and capital

       securities accounts, at market value:

       A. Exempted securities    $

                    

       150

       B. Other      $

                160                         

                  460            

                   630      
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                     0 880

11.    Secured demand notes-market value of collateral:

       A. Exempted securities    $

                   

       170

       B. Other      $

                   180                     

                   470            

                   640          

                 0 890

12.    Memberships in exchanges:

       A. Owned, at market value

       $

 190

       B. Owned at cost                                                                  
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                650

       C. Contributed for use of company, at market value

                                                                                         
            

                 660           

                0 900

13.    Investment in and receivables from affiliates,

       subsidiaries and associated partnerships                   

                  480             

                  670     

                      0 910

14.    Property, furniture, equipment, leasehold

       improvements and rights under lease agreements:

       At cost (net of accumulated depreciation and

       amortization)

                                                                       

             490                   
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            680              

             0 920

15.    Other Assets:

       A. Dividends and interest receivable                            

             500                  

             690

       B. Free shipments                                               

             510               

                700

       C. Loans and advances                                           

             520                

               710

       D. Miscellaneous                                                

             530                

               720

       E. Collateral accepted under SFAS 140                           
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             536

       F. SPE Assets                                                   

             537                                    

                         0 930

16.    TOTAL ASSETS                                                    

             540             

                  740         

                  0 940

BROKER OR DEALER                                                                         
         as of 

            

                                      

STATEMENT OF FINANCIAL CONDITION

                                      

LIABILITIES AND OWNERSHIP EQUITY

                                                                               

A.I.                     Non-A.I.
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Liabilities                                                         Liabilities\*/       
       Liabilities\*/                  Total

17.    Bank loans payable

       A. Includable in “Formula for Reserve

       Requirements”                                                  $

                 1030       $

                   1240     $

                      0 1460

       B. Other                                                    

                     1040     

                      1250    

                        0 1470

18.    Securities sold under repurchase agreements.

19.    Payable to brokers or dealers and clearing

       organizations:
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       A. Failed to receive:

            1. Includable in “Formula for Reserve

            Requirements”                                           

                    1050     

                      1270            

                0 1490

            2. Other                                               

                     1060         

                  1280        

                    0 1500

       B. Securities loaned:

            1. Includable in “Formula for Reserve

            Requirements”                                              

                 1070                                   

                        0 1510

            2. Other                                                   
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                 1080          

                 1290    

                        0 1520

       C. Omnibus accounts:

            1. Includable in “Formula for Reserve

            Requirements”                                         

                      1090                                         

                  0 1530

            2. Other                                                 

                   1095          

                 1300       

                     0 1540

       D. Clearing organizations:

            1. Includable in “Formula for Reserve

            Requirements”                                            

                   1100                                    
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                       0 1550

            2. Other                                                        

            1105               

            1310                 

           0 1560

       E. Other                                                             

            1110                

           1320                 

           0 1570

20.    Payable to customers:

       A. Securities accounts - including free credits of

              $

 950                                          

           1120                                                

           0 1580

       B. Commodities accounts                                               
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           1130              

             1330                 

           0 1590

21.    Payable to non customers:

       A. Securities accounts                                                

           1140             

              1340                 

           0 1600

       B. Commodities accounts                                               

           1150             

              1350                 

           0 1610

22.    Securities sold not yet purchased at market value -

       including arbitrage of        $
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       960                                                                               
                

              1360              

              0 1620

23.    Accounts payable and accrued liabilities and

       expenses:

       A. Drafts payable                                                   

             1160                                             

              0 1630

       B. Accounts payable                                                 

             1170                                             

              0 1640

       C. Income taxes payable                                             

             1180                                             

              0 1650

       D. Deferred income taxes                                                          
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                1370            

                0 1660

       E. Accrued expenses and other liabilities                      

                  1190                                        

                   0 1670

       F. Other                                                       

                  1200         

                  1380         

                   0 1680

       G. Obligation to return securities                                                
          

                    1386      

                      0 1686

       H. SPE Liabilities                                                                
          

                    1387         

                   0 1687
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OMIT PENNIES

\*/ Brokers or Dealers electing the alternative net capital requirement method need not
 complete these

columns.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Market Surveillance

 TO: ALL MEMBERS, MEMBER ORGANIZATIONS AND CHIEF OPERATING OFFICERS

SUBJECT: XPRESS ORDERS

RULE 13

RULE 72

The New York Stock Exchange has created a new type of order, known as an “XPress Order.” This order
type allows for “clean” executions by market participants when entering large-size orders in response to bids
and offers which have been displayed for a minimum time period. This Information Memorandum will provide
details on the rules and procedures adopted in connection with XPress Orders.

XPress Order Description

Pursuant to Rule 13, an XPress order is an order of a specified minimum size which is to be executed against
a displayed XPress quote, or at an improved price, if obtainable. In order to be indicated as an XPress quote,
a published bid or offer must be for no less than the specified minimum share size at the same price for no
less than 30 seconds. The minimum size for XPress orders and XPress quotes initially will be 25,000 shares.

It is possible for one or both sides of a quote to be indicated as XPress. If the XPress bid or offer price
changes or the published bid or offer size becomes less than the specified minimum size, the bid or offer will
no longer be indicated as an XPress quote. For example, if there is an XPress offer of 40,000 shares at 50
and the offer changes to 40,000 shares at 49.90, the offer is no longer XPress as it has not been the same
price for 30 seconds.

XPress orders will be delivered to the specialist's post via SuperDot, the Exchange's automated order routing
system. Multiple XPress orders in the same stock will be executed in strict time priority with respect to each
other and with respect to other orders, but may, as described below, be bunched together and executed in
a single trade. The size of any individual XPress order may not exceed the size of the XPress bid or offer
against which it is to be executed at the time of order entry.

Once the specialist has represented an XPress order in the Crowd, no part of the XPress bid or offer against
which the XPress order is to be executed may be withdrawn, except to provide price improvement to all or
part of the XPress order.

All or part of the balance of an XPress bid or offer could be withdrawn after an XPress order has been
executed and before any subsequent XPress orders are represented.

Rule Amendments

Rule 13 has been amended to define XPress order and XPress quote, and to provide that XPress orders
may be entered until 3:58 p.m. or, on days when the Exchange's auction market closes at a time other than
4:00 p.m., up until two minutes prior to such other closing time. The purpose of the cut-off time is to allow
sufficient time for a specialist to represent an XPress order for possible price improvement and still provide
time to arrange for the close of the market. Rule 13 has also been amended to provide the minimum number
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of shares necessary for an order to be considered as an XPress order and minimum time period required for
an XPress quote to be displayed.

Rule 72 has been amended to provide the requirements for executing XPress orders.

Examples

The following examples illustrate how XPress orders would be handled in various market situations.

Example 1: Execution of an XPress Order

The following quote in stock XYZ is disseminated: 52−52.10, 15,000×30,000.

Once the offer has been in existence for 30 seconds, notice is disseminated that an XPress condition exists
with respect to the offer. Firm A enters an XPress Order to buy 25,000 shares at 52.10. The specialist
receives the XPress order and, assuming the XPress condition still exists, (i.e., neither the offer price has
changed nor the size has fallen below the 25,000 share threshold), the specialist announces that 25,000 XYZ
will trade at 52.10 unless someone in the crowd is willing to improve the price. If no one is willing to improve
the price, the order is filled at 52.10. If someone in the crowd is willing to sell stock for less than the 52.10
offer, some (or all) of the XPress order will be filled at the better price. In either event, the party entering the
order would be assured of purchasing all 25,000 shares that was offered. Any subsequent XPress orders will
be cancelled.

Example 2: Partial Execution of XPress Orders

A quote that has been reduced to below 25,000 shares is no longer XPress eligible. However, if an XPress
order has been entered against a valid XPress quote, which is subsequently reduced below XPress quote
size criteria, the XPress order would receive partial execution. For example, assume there is an XPress offer
for 25,000 shares at a price of $20. An XPress order to buy 25,000 shares is submitted, but a member in the
Crowd takes 5,000 shares of the offer before the specialist can interact with the XPress order. The XPress
order would buy the remaining 20,000 shares offered, with 5,000 shares of the XPress order cancelled.

Example 3: Bunching of XPress Orders

If multiple XPress orders are received within a nearly simultaneous time frame, they would be executed
without regard for whether the last order can be filled in its entirety. An example of this is where the XPress
offer is for 75,000 shares at $20, and three XPress orders of 25,000, 25,000 and 35,000 shares are received
in a very short time frame. The first two XPress orders would be executed for 25,000 shares each, and the
third XPress order would receive a partial execution of 25,000 shares, with 10,000 shares cancelled. The
specialist would say “XPress, 75,000 shares trade at 20”.

Example 4: SuperDOT Order Received Prior to XPress Order

If a SuperDOT order is received prior to an XPress order, the SuperDOT order should first be crossed
and then the specialist must immediately announce the XPress order. The specialist should seek price
improvement for the Xpress order, and then proceed to execute it. An example of this is where there is an
XPress offer of 30,000 shares at $20, and a SuperDOT order to buy for 1,000 shares is followed immediately
by an XPress order to buy 25,000 shares. The SuperDOT order would first be exposed for price improvement
in a cross. Immediately following the SuperDOT transaction, the XPress order would be announced, and the
specialist would proceed to execute it after also seeking possible price improvement. In this example, the
XPress order would be executed ahead of any stop or CAP orders that are elected by the execution of the
SuperDOT order.

Example 5: Inclusion of Intervening SuperDOT Order With Bunched XPress Orders
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This situation would occur when a specialist receives a SuperDOT order after an XPress order, but just
before a second XPress order. For example, assume there is an XPress offer of 75,000 shares at $20. An
XPress order to buy is received for 40,000 shares followed closely by a SuperDOT limit order to buy 1,000
shares at $20, and another XPress order to buy for 40,000 shares. In this example, 75,000 shares would
trade at $20, with 40,000 shares allocated to the first XPress order, 1,000 shares to the SuperDOT limit order,
and 34,000 shares to the second XPress order, with 6,000 shares of this order cancelled.

Example 6: Price Improvement Does Not Remove Bids and Offers From the Floor

Assume there is an XPress offer for 30,000 shares at $50, which consists of 20,000 shares offered by Broker
A, who has priority, and 10,000 shares offered by Broker B. If an XPress order to buy 25,000 shares arrives
at the Post, the specialist will ask if anyone is willing to offer price improvement to a 25,000 share XPress
order to buy at $50. Broker B could withdraw 10,000 shares offered at $50, and sell the 10,000 shares to the
XPress order at 49.90. The XPress order would then buy 10,000 shares at the improved price of 49.90.

Pursuant to new Rule 72.50, this trade at 49.90 does not clear the Floor of bids and offers, meaning that
Broker A cannot withdraw the offer of 20,000 shares at $50. The 15,000 share balance of the XPress order
would then be executed against Broker A's offer, even though the offer is now below the minimum size for
XPress quote eligibility.

A member who is providing a better price to an XPress order must trade with all other market interest having
priority at that price before trading with the XPress order. For example, assume the market is quoted 49.90
bid for 5,000 shares and 60,000 shares offered at 50 which is an XPress offer. If an XPress order to buy
30,000 shares at 50 comes in and a broker in the Crowd offers to improve the price by selling 30,000 shares
at 49.90, the broker must first trade with the 5,000 share bid at 49.90 which has priority. The XPress order
would then buy 25,000 shares at 49.90 and would complete the order by buying 5,000 shares at 50.

The texts of the rules as adopted or amended are attached. Questions concerning these changes may be
addressed to Brian McNamara at (212) 656-7086 or Donald Siemer at (212) 656-6940.

Regina C. Mysliwiec

Senior Vice President

Attachments

Rule 13 Definitions of Orders

* * *

XPress Order

An order to buy or sell a security for no less than such number of shares as the Exchange shall from time to
time determine and no more than the displayed size of an XPress quote, as defined below, which order is to
be executed in whole or in part at the price of the XPress quote, if available, or at a better price if obtainable.
The portion not so executed shall be treated as cancelled.

An XPress quote is a quote so indicated by the Exchange. In order to be indicated as an XPress quote, a
published bid or offer must be at the same price, for no less than the number of shares and the minimum
period of time that the Exchange shall from time to time determine. If the XPress bid or offer price changes or
the published bid or offer size is less than such number of shares, the bid or offer will no longer be indicated
as an XPress quote. (See also Rule 72.50.)

The Exchange shall make known to its membership the minimum size for XPress orders and the minimum
size and time requirements for XPress quotes.
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XPress orders may be entered up to 3:58 p.m. or up until two minutes prior to any other closing time on the
Exchange.

Supplementary Material

* * *

.30 The minimum number of shares for an XPress order is 25,000 shares. The published bid or offer must be
at the same price for no less than 25,000 shares for at least 30 seconds in order to be indicated as an Xpress
Quote.

Rule 72 Priority and Precedence of Bids and Offers

* * *

(f) Except as provided in .50 below, a sale shall remove all bids from the Floor except that if the number
of shares of stock or principal amount of bonds offered exceeds the number of shares or principal amount
specified in the bid having priority or precedence, a sale of the unfilled balance to other bidders shall be
governed by the provisions of these Rules as though no sales had been made to the bidders having priority or
precedence.

* * *

.50 XPress Orders.- An execution of an XPress order, in whole or in part, shall not remove bids or offers
from the Floor. Once an XPress order has been represented in the Crowd, no part of the XPress bid or offer
against which the XPress order is to be executed shall be withdrawn, except to provide price improvement
to all or part of the XPress order. When an XPress order has been executed in part at an improved price,
the remainder of such order shall be executed at the XPress bid or offer up to the number of shares then
available, regardless of whether such number is less than the minimum size for an XPress quote. All XPress
orders shall be executed in strict time priority with respect to each other. A member who is providing a better
price to an XPress order must trade with all other market interest having priority at that price before trading
with the XPress order.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Market Surveillance

 TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW RULE 80A COLLARS AND RULE 80B CIRCUIT BREAKER LEVELS FOR THIRD
QUARTER 2001

EFFECTIVE JULY 1, 2001 through SEPTEMBER 30, 2001

• Rule 80A restrictions on index arbitrage trading in component stocks of the S&P 500 Stock Price lndex sm *  

will be imposed when the Dow Jones Industrial Average sm **   (“DJIA”) is above or below its closing value on
the previous trading day by:

210 points or more

• Rule 80A restrictions will be removed when the DJIA is above or below its closing value on the previous
trading day by:

100 points or less

•Index arbitrage order entry restrictions will be re-imposed each time the DJIA advances or declines 210
points from the prior day's close.

• Rule 80B trading halts will be triggered when the DJIA declines below its closing value on the previous
trading day by:

1,100 points (Level 1)

2,150 points (Level 2)

3,250 points (Level 3)

Rule 80A

Whenever Rule 80A collars are in effect due to a decline in the DJIA, all index arbitrage orders to sell any
component stock of the S & P 500 Stock Price Index must be marked “sell plus”: and whenever the collars
are in effect due to an advance in the DJIA, all index arbitrage orders to buy must be marked “buy minus”.

Rule 80B

Whenever a Rule 80B circuit breaker is in effect, trading in all stocks on the Exchange will halt for the time
periods specified below.

Level 1 Halt

a) before 2:00 p.m. - one hour;

b) at 2:00 p.m. or later but before 2:30 p.m. - 30 minutes;

c) at 2:30 p.m. or later - trading shall continue, unless there is a Level 2 Halt.
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Level 2 Halt

a) before 1:00 p.m. - two hours;

b) at 1:00 p.m. or later but before 2:00 p.m. - one hour;

c) at 2:00 p.m. or later - trading shall halt and not resume for the remainder of the day.

Level 3 Halt

at any time - trading shall halt and not resume for the remainder of the day.

A complete discussion of the calculation of trigger values for Rule 80A and Rule 80B was published in
Information Memo No. 99-8, dated February 12, 1999 and Information Memo No. 98-15, dated April 13, 1998,
respectively.

Questions concerning these matters may be addressed to Brian McNamara at (212) 656-7086 or Donald
Siemer at (212) 656-6940.

Regina C. Mysliwiec

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

*  "Standard & Poor's 500 Stock Price Index" is a service mark of Standard & Poor's Corporation.
**  "Dow Jones Industrial Average" is a service mark of Dow Jones & Company, Inc.
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Member Firm Regulation

 ATTENTION: CHIEF OPERATIONS OFFICER, CHIEF INFORMATION TECHNOLOGY OFFICER, LEGAL
AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ELECTRONIC CAPTURE OF ORDERS ON THE FLOOR/ RULE 123 NYSE SYSTEMS TEST
SATURDAY JULY 28, 2001

The Securities and Exchange Commission has approved an amendment to Exchange Rule 123 (Records
of Orders)(to require that specified details of each order intended for representation or execution on the
NYSE Floor be entered into an electronic system prior to its representation or execution. The amended rule
becomes effective on September 10, 2001 (see Exhibit A). Failure to comply with this Rule could result in the
inability of a member or member organization to conduct business on the Floor of the NYSE.

System Entry of Orders

The Front End Systemic Capture (FESC) Program will be used to implement the amendments to paragraph
(e) of Rule 123. Order details, the time such details were entered into the system, as well as cancellations
of or modifications to orders, must be recorded in the FESC system. Orders entered via the Broker Booth
Support System (BBSS) are fully compliant as BBSS is already connected to FESC. Members and member
organizations that use proprietary or third party vendor systems on the Floor to enter or receive orders will
need to implement a link to the FESC database.

Member Firm Drop Copy Application Interface Specification

The specifications for the FESC drop copy interface, entitled “Member Firm Drop Copy Application Interface
Specification, version 2.0.0” are available on the NYSE website (http://www.nyse.com/techspecs).

Certification Testing

Members and member organizations that use proprietary or third party vendor systems on the Floor are
required by Rule 123 to submit drop copies of their orders to the Exchange and must complete a final
systems certification test by Saturday, July 28, 2001. Members and member organizations are encouraged
to complete certification testing prior to July 28th. Failure to test the ability of proprietary or third party vendor
systems to interact with the Exchange's FESC system may result in members or member organizations
inability to comply with Rule 123 on the effective date.

Upon request, firms can conduct pre-production functional testing with SIAC during normal business hours
and production testing on Tuesday nights and on Saturdays. In addition, on Saturday, July 28th the Exchange
will support any final testing that members and member organizations require including Trading Floor access
for end-to-end testing if firms so choose.

Please contact Dom Gallo or Jim Wieman at SIAC to schedule a test time as soon as possible. The
Exchange will follow-up with members and member organizations to monitor progress in scheduling and
completing the test.
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Production Cutover

Members and member organizations and their respective third party vendor providers are requested to
activate their “drop copy” links to the Exchange as soon after the successful certification test as is reasonable
but not later than August 13, 2001.

Voluntary Compliance

Although the effective date for Rule 123 is September 10, 2001, members and member organizations are
requested to voluntarily comply with Rule 123 by August 13th.

Late Entry of Orders (“As Of” Indicator)

Members and member organizations must provide written notification to the NYSE in the event of a
systems failure, which notice shall include documentation regarding the failure, by the end of the following
day, in order to justify the use of the “As Of” Indicator on “Order Entry” (see Section 2.3.2 of the Drop
Copy Specification). The notification and documentation should be submitted to Patrick Giraldi, Market
Surveillance-Member Trading, NYSE, 20 Broad Street, 18th Floor, New York, NY 10005, (212) 656-6804.

Prior Information Memos

Please refer to Information Memos No. 99-38 (July 30, 1999), No. 00-23 (September 22, 2000) and No. 01-03
(February 1, 2001) for announcement of the rule approval and for discussions of certain technical and system
items regarding electronic capture of orders on the Floor. These are available on the NYSE website (http://
www.nyse.com/regulation).

Questions on matters discussed in this Memorandum may be addressed as follow:

             

Rule 123             Donald Siemer (Market Surveillance) (212) 656-6940 

dsiemer@nyse.com

             Technology           Robert Davy (Technology) (212) 656-2025 

bdavy@nyse.com or

                                  David Bartges (Technology) (212) 656-6834 

dbartges@nyse.com

             BBSS                 John Limerick (Trading Systems) (212) 656-3099 
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jlimerick@nyse.com

             SIAC                 Dominick Gallo (SIAC Testing) (212) 383-4910 

dgallo@siac.com

             Testing              James Wieman (SIAC Testing) (212) 383-7106 

jwieman@siac.com

Salvatore Pallante

Executive Vice President

*See SEC Release No. 34 - 43689 dated December 7, 2000 (SR-NYSE-99-25)

Attachments

EXHIBIT A

Rule 123 - Records of Orders

Paragraphs headed “Given Out”, “Receipt of Orders”, “Cancelled or Executed”, and “By Accounts”,
are designated as (a), (b), (c) and (d), respectively.

(e) System Entry Required

No Floor member may represent or execute an order on the Floor of the Exchange unless the details of the
order have been first recorded in an electronic system on the Floor. Any member organization proprietary
system used to record the details of the order must be capable of transmitting these details to a designated
Exchange data base within such time frame as the Exchange may prescribe. The details of each order
required to be recorded shall include the following data elements, any changes in the terms of the order and
cancellations, in such form as the Exchange may from time to time prescribe:

1. Symbol;

2. Clearing member organization;

3. Order identifier that uniquely identifies the order;

4. Identification of member or member organization recording order details;

5. Number of shares or quantity of security;

6. Side of market;

7. Designation as market, limit, stop, stop limit;

8. Any limit price and/or stop price;

9. Time in force;

10. Designation as held or not held;

11. Any special conditions;

12. System-generated time of recording order details, modification of terms of order or cancellation of order;

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

709

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE123/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


13. Such other information as the Exchange may from time to time require.

* * * * *

.20 Orders - For purposes of paragraph (e), an order shall be any written, oral or electronic instruction to
effect a transaction.

.21 Orders not subject to paragraph (e) recording requirements - Any order executed by a specialist,
Competitive Trader or Registered Competitive Market Maker for his or her own account and any orders
which by their terms are incompatible for entry in an Exchange system relied on by a Floor member to record
the details of the order in compliance with this Rule shall be exempt from the order entry requirements of
paragraph (e) above.

.22 Time standards - Any member organization proprietary system used to record the details of an order for
purposes of this rule must be synchronized to a commonly used time standard and format acceptable to the
Exchange.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Member Firm Regulation

 ATTENTION: CHIEF EXECUTIVE OFFICER, OPERATIONS OFFICER, INTERNAL AUDIT, LEGAL AND
COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: RULE 351(d) - ADDITIONAL COMPLAINT CODES/THIRD CATEGORY OF COMPLAINTS

Effective July 1, 2001, two significant changes are being made to the customer complaint reporting
procedures under NYSE Rule 351(d) that must be reflected on the filing of the third quarter 2001 customer
complaint statistics (due October 15, 2001).

The changes are as follows:

1) The Exchange is adding a third category of complaints - Firm Related. Accordingly, there will be three
categories of complaints: Sales Practice, Non Sales Practice (Operational) and Firm Related. The “Firm
Related” category will include the former sales practice problem codes in the 20 or higher range (i.e.
Research (20), Product Origination/Investment Banking (21), Trading (22), Poor Performance (23), Managed
Accounts (24) and Marketing Sales Literature (25).) These categories are considered to be firm related in that
no registered representative social security number is required to be submitted with these records. Rather,
they are filed with a social security number of 000-00-0000 to identify them as firm related complaints.

2) The problem codes for reporting 351(d) complaints have been expanded to include complaints relating to
the following: Regulation B (26), Regulation E (27) and Regulation S-P (28). These problem codes will also
be included in the “firm related” complaint classification noted above.

(See attached classifications and codes)

The following provides a brief background on the above mentioned regulations.

Regulation B: Federal Reserve Board Regulation B covers all individuals and institutions that regularly
participate in decisions to extend credit. Regulation B was issued pursuant to section 703 of the Equal
Credit Opportunity Act (ECOA). The Regulation prohibits discrimination in any credit transaction on the basis
of race, color, religion, national origin, sex, marital status, age, receipt of income from public assistance
programs, and good faith exercise of any right under the Consumer Credit Protection Act. “Regulation B
applies to everyone who, in the ordinary course of business, regularly participate in the decision whether or
not to extend credit and how much to extend”.

Regulation E: The Electronic Fund Transfer Act (EFTA) provides a basic framework establishing the rights,
liabilities, and responsibilities of participants in electronic fund transfer systems which includes pre-authorized
transfers from or to a consumer's account. Its primary objective is to protect the rights of individuals using
these systems. Transactions whose primary purpose is the purchase or sale of securities regulated by the
SEC or CFTC or sold through a broker/dealer or FCM registered with the SEC or CFTC are not subject to
Regulation E and thereby are exempt from that Regulation.

Regulation S-P: Subtitle A of Title V of the Gramm-Leach-Bliley Act, captioned Disclosure of Nonpublic
Personal Information, limits the instances in which a financial institution may disclose nonpublic personal
information about a consumer to nonaffiliated third parties. It requires a financial institution to disclose to all
of its customers the institution's privacy policies and practices with respect to information sharing with both
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affiliates and nonaffiliated third parties along with the opportunity and means for customers to opt out of the
broker/dealer's sharing of their nonpublic personal information with nonaffiliated third parties. Title V requires
the SEC to adopt rules implementing these provisions of law. It also includes requirements for broker/dealers
to establish appropriate policies and procedures that address safeguards to protect customer information and
records. To effectuate these purposes, the SEC adopted Regulation S-P which became effective November
13, 2000. Member organizations must be fully compliant with its provisions by July 1, 2001.

Any questions with regard to the above Regulations should be discussed with the firm's counsel. Any
questions relating to the transmission of customer complaint reports or amended report filings should be
directed to Carmelo Failla (212) 656-2034 or Jeannie Gray (212) 656-2096.

Salvatore Pallante

Executive Vice President

Attachments

PROBLEM CODES - NON-SALES PRACTICE CATEGORIES (Effective 7/1/2001)

50. Transfer of Accounts - Allegations concerning full or partial transfer of client accounts. Includes ACATS,
manual transfers and internal transfers between branches.

51. Receipt and/or Delivery of Securities - Allegations concerning receipt or delivery of any type of security
from broker dealer to a client or vice versa. Includes lost certificates, delayed securities transfers, non-
transferable securities, or securities not in transfer because of a fail.

52. Receipt and/or Disbursement of Funds - Allegations concerning funds received from and/or disbursed
to clients. Includes checks generated automatically such as monthly dividend checks, IRA distributions, etc.

53. Dividend & Interest Problems - Allegations concerning payments or charges of dividends and/or
interest, including stock dividends. Does not include disbursement of automatic monthly dividend checks and/
or margin interest discrepancies.

54. Margin Problems - Allegations concerning margin including account liquidations, margin call notifications
and margin interest discrepancies.

55. Reorganization/Redemption - Allegations concerning stock splits, tenders, mergers, bond/unit trust
redemption, and called bonds.

56. Proxy/Prospectus - Allegations concerning the delay or non-receipt of a proxy, prospectus or
shareholder mailing by a client.

57. Execution - Allegations concerning non-execution, price discrepancy or delay in execution.

58. Statements/Confirms - Allegations concerning physical characteristics and presentation of statements/
confirms, failure to receive statements/confirms and questions regarding the reported price, value of or failure
to value, a security.

59. Tax Reporting - Allegations concerning tax reporting on behalf of or to clients. Includes 1099, TEFRA
withholding K-1, W2-P, 5498 and Year-To-Date information appearing on monthly statements as well as any
other tax-reporting forms.

60. Fees and Commission - Allegations concerning customary fees (custodial, administrative), service
charges (bounced checks, lost certificate replacement, etc.), commission/mark-ups (downs) and wrap fees.

61. Account Administration and Processing - Allegations concerning daily activity in client accounts (e.g.,
trade correction, journal entries, uninvested credit balances and erroneous or missing positions in account).

62. On-Line Trading - Allegations concerning trading initiated by a client on-line, (including non-execution,
price discrepancy, delays in execution and delays in trade confirmation).

99. Miscellaneous - Operational Complaints Only. (“Sales Practice Miscellaneous Code is “00”)
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SALES PRACTICE PROBLEM CODES/DEFINITIONS (Effective 7/1/2001)

00. Miscellaneous - “Sales Practice” only. (“Non-Sales Practice” Miscellaneous Code is “99”.)

01. Misrepresentation - Where the customer complaint alleges a misstatement or omission of a material
fact.

02. Unauthorized Trading - Allegations that the transaction was done without customer's specific knowledge
and approval. (Not margin liquidation or dividend reinvestment type problem.)

03. Excessive Trading - Allegations that the trading was excessive given the size, frequency and character
of the account and/or which trading was done solely to generate commissions or other compensation with
disregard of the customers' investment objectives.

04. Suitability - Where the customer alleges that a transaction was unsuitable for his or her investment
knowledge, experience, objectives, risk tolerance and/or financial situation at the time of the transaction.

05. Failure to Follow Instructions - Includes allegations involving the RR's failure to follow specific
instructions from customers, proper power of attorney holders and from authorized parties of corporate or
other entity accounts.

06. Documentation - Includes allegations regarding material inaccuracies or omissions in documents
completed by RR or, failure of RR to obtain or provide required documents.

07. Solicitation - Allegations of improper solicitation of an account and/or transactions (includes cold calling
of prospective customers).

08. Misappropriation/Forgery - Allegations of theft or misappropriation of funds/securities, or forgery. (Not
dividend reinvestment, customer checking/debit card activity or routine transfer instruction problems.)

09. Communications with Public - Allegations of false or misleading statements, claims, comparisons or
material omissions found in advertisements, sales literature, and other written firm communications, including
correspondence from RR to customer or prospect. (Not research/trading/investment banking/issuer/sponsor
materials.)

10. Disclosure of Fees - Where the customer alleges that he or she was not advised or advised incorrectly
by the RR relative to back-end fees associated with the product. (Includes Contingent Deferred Sales
Charges (CDSC), surrender penalties, but not commissions or managed account fees).

FIRM RELATED COMPLAINTS: (Effective 7/1/2001)

20. Research - Allegations that transaction was based on a firm's Research opinion which allegedly
contained a material misstatement or the omission of material fact communicated to RR/customer. (Usually
coded as a “Firm v. RR” problem.)

21. Product Origination/Investment Banking - Allegations that transaction was based on Investment
Banking/Issuers/Sponsor disclosure, which allegedly lacked “due diligence” in that such disclosure contained
a material misstatement or omission of a material fact communicated to the RR/customer. (Usually coded as
a “Firm v. RR” problem.)

22. Trading - Allegations that transaction was based on a Trading Department (or a support staff disclosure)
which contained a material misstatement or omission of a material fact relating to a secondary market
condition or security feature communicated to the RR/customer. (Usually coded “Firm v. RR” problem.)

23. Poor Performance - Allegations where a customer complains about the poor performance of his/her
account, but does not allege any sales practice violations against the registered representative or attribute
damages to a research analyst recommendation. (Not otherwise reportable under Sales Practice Codes 20,
21 or 22.)
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24. Managed Accounts - Allegations where a customer complains about the practices of (in-house or
outside) Money Managers. (Not to be used when the RR is the Money Manager.)

25. Marketing/Sales Literature - Allegations of false or misleading statements, claims, comparisons or
material omissions found in advertisements, sales literature, and other written firm communications. (Not
research trading/investment banking/issuer/sponsor materials.)

26. Regulation B - Allegations that a customer was denied credit on the basis of race, color, religion, national
origin, sex, marital status, ages, receipt of income from public assistance programs and good faith exercise of
any rights under the Equal Credit Opportunity Act (ECOA.) (Usually coded as a “firm vs. RR” problem.)

27. Regulation E - Allegations by a customer that the Firm failed to comply with Regulation E - the Electronic
Transfer Act. (Usually coded as a “firm vs. RR” problem.)

28. Regulation S-P - Allegations by a customer that the Firm failed to comply with Regulation S-P which
was adopted to implement Title V of the Gramm-Leach-Bliley Act. Pursuant to Regulation S-P, a financial
institution must:

•Disclose to customers - on an initial and annual basis - its policies for collecting and sharing a customer's
non-public personal information with affiliated and non-affiliated third parties;

•Provide the Firm's customers with the ability to “opt out” of certain disclosures of their non-public personal
information to non-affiliated third parties, with certain exceptions; and

•State the financial institution's security standards to protect a customer's non-public personal information.
(Usually coded as a “firm vs. RR” problem.)

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Member Firm Regulation

 ATTENTION: CHIEF EXECUTIVE OFFICER, OPERATIONS OFFICER, INTERNAL AUDIT, LEGAL AND
COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW EFP COMPLAINTS APPLICATION

NYSE Rule 351(d) requires all members and member organizations that conduct a public business to report
to the Exchange on a quarterly basis statistical information regarding customer complaints. This information is
required to be filed by the 15th calendar day of the month following the quarter's end (i.e., by April 15th for the
1st quarter).

Currently, there are two methods for filing complaint statistics - via the DOS based PC Complaints application
(data entry or data import) or CPU to CPU (firm mainframe to NYSE mainframe). Effective with the third
quarter 21001 report (to be filed by October 15th), the current DOS-based PC Complaints application
will be replaced with an upgraded Complaints application using the Electronic Filing Platform (EFP).
The EFP Complaints application provides for a secure, two-way exchange of data and messages between
member organizations and the NYSE. The EFP Complaints system enables NYSE member organizations
to create or import complaint filings, amend previously filed complaints and review transmissions of 351(d)
complaint filings in a secure web-based environment.

Amendment Requests:

Firms that file CPU to CPU will continue to file their quarterly complaint statistics as they currently do.
However, all requests for amendments must be submitted via the EFP application irrespective of the method
elected for filing complaints.

Currently, the Exchange requires a written notification with regard to amendment requests. This notification
must identify the quarter(s) to be amended as well as the reason for the amendment. In addition, the current
process requires the entire quarter's filing to be deleted even if the firm is changing a single record. Once
this information is received, one of the 351(d) Gatekeepers contact the member organization in question to
ensure that they are ready to re-transmit the amended file. The original file is then deleted and the new file is
submitted.

With the new EFP Complaints application, the member organization will identify the specific complaint
record(s) to be amended and must enter a justification to explain the reason for the amendment. The NYSE
Gatekeeper will receive this information the following day and will review the firm's justification and either
accept or reject the request via the system. The member organization will receive notification of NYSE
action the day after the Gatekeeper takes action on the request. If the amendment request is rejected, the
member organization will have to make the necessary changes and resubmit its request. This new system
eliminates the necessity of deleting the entire reporting quarter and the requirement to file paper notification
for amendments.

Other Benefits of the EFP Complaints Application:
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The EFP Complaints application provides upfront editing of data input. The system has built in edit capability
to determine if there are any errors in the data (e.g., invalid product/problem code) before it will allow the file
to be submitted. The system also provides seven (7) years of historical data and a history of amendment
requests as well as confirmation of submitted data.

The EFP Complaints system will also provide a comprehensive help file to answer any questions that
member organizations may have with regard to the use of the system.

Registration Process:

Your organization will be contacted by SIAC's Enterprise Service Center to register the users who will be
responsible for submitting the quarterly complaint statistics and/or amendments. Once registered, the users
will be supplied with detailed instructions on installation and usage.

For additional information on technical issues regarding the EFP Complaints application, please contact the
SIAC Service Center at (212) 383-2062. Please refer all other 351(d) related questions to NYSE Gatekeepers
Carmelo Failla (212) 656-2034 or Jeannie Gray (212) 656-2096.

Salvatore Pallante

Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Member Firm Regulation

 ATTENTION: CHIEF EXECUTIVE OFFICER, CHIEF FINANCIAL OFFICER, LEGAL AND COMPLIANCE
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: UPDATES TO MEMBERSHIP PROFILE AND NYSE FOCUS FILINGS VIA THE NYSE'S
ELECTRONIC FILING PLATFORM

THIS MEMORANDUM REQUIRES ACTION BY MEMBERS AND MEMBER ORGANIZATIONS

MEMBERSHIP PROFILE UPDATE

Periodically, the NYSE requests members and member organizations to help it update information about
their firm including the identity of principal executives and key personnel. A systems application has been

developed to facilitate the processing of this data electronically via the Electronic Filing Platform (“EFP”). 1  
Attached is a listing of the data you should update at this time. Additional fields will be added at a later date.

All members and member organizations should visit promptly their designated EFP site and review their
organization's data contained therein. If the information displayed is not accurate then you must make
updates/adjustments via the EFP System. The system has an enhanced help function, which will provide
assistance to the user. The first visit must be within 30 days from the date of this Information Memo.

Members and member organizations are reminded that they should update this information as changes
occur. On a semiannual scheduled basis (every December and June), the Exchange will notify members and
member organizations to visit the EFP site which will be available to verify that the information is accurate.
NYSE staff will review all changes that are made and acknowledge acceptance or advise if further information
is necessary. Additionally, please note that changes to the membership profile database via EFP do not
relieve a member or member organization from other reporting requirements such as amending Form B/
D or Form U-4 or from submitting appropriate documentation such as an amendment to the certificate of
incorporation for a name change.

NYSE FOCUS UPDATE

The next application to be moved to the Electronic Filing Platform (“EFP”) is NYSE FOCUS. The Exchange
will require all NYSE FOCUS filers to use EFP instead of the current transmission software - Xcellenet by
August 2001.

Members and member organizations will be sent a request via email which will contain an attached
registration form. This form requires that the name of the person(s) responsible for completing and
transmitting the FOCUS report be supplied as well as certain technical information.

You will then be contacted by our EFP staff and given further instructions. For your information, this
application requires a digital certificate to provide an additional level of security which will be issued by the
NYSE at the time of registration.

Except for minor technical adjustments, the NYSE FOCUS Report is not being changed. The transmission
method is being upgraded.
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Any questions regarding this Memorandum may be directed to your Finance Coordinator.

Salvatore Pallante

Executive Vice President

Attachments

Member Organization Editable Fields in the Membership Application

Navigation Bar                             Tab                                    Items

Organization                               Organization Information

                                                                        Full Legal Name

                                                                        Main Office
 Address

                                                                        Company Phone
 Number

                                                                        Company Fax
 Number

                                           Legal Status

                                                                        Organization
 Structure

                                                                        Auditor

                                                                        Audit Date

                                                                        Taxpayer ID

                                                                        Broker/Dealer
 Number
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                                                                        Broker/Dealer
 Date

                                                                        CRD Number

                                           Web Information

                                                                        Do you want
 Company to be published on nyse.com?

                                                                        Name to appear as

                                                                        Website Address

                                                                        Company e-mail

                                           Exchanges

                                                                        Check all the
 Exchanges of which you are a member

Firm Personnel                             Key Personnel Contacts

                                                                        List name &
 applicable information for the Principal Officers

                                                                                       
 Chief Executive Officer

                                                                                       
 Chief Financial Officer

                                                                                       
 Chief Operations Officer
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 Chief Compliance Officer

                                                                        List name &
 applicable information for the following Contacts, if applicable

                                                                                       
 387 Contact

                                                                                       
 ACATS Contact

                                                                                       
 Chief Administrative Officer

                                                                                       
 Chief Information Officer

                                                                                       
 Chief Operating Officer

                                                                                       
 Complaints Contact

                                                                                       
 Compliance Registered Options Principal

                                                                                       
 Credit Risk Manager

                                                                                       
 Daily Specialist Contact

                                                                                       
 Director of Research
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 EFP Profile Contact

                                                                                       
 Futures Contact

                                                                                       
 General Counsel

                                                                                       
 Internal Auditor

                                                                                       
 Membership Services Contact

                                                                                       
 Regulatory Reporting Contact

                                                                                       
 Registered Options Principal

                                                                                       
 Senior Registered Options Principal

                                                                                       
 Short Interest Contact

                                                                                       
 Specialist Contact

                                                                                       
 Supervisor of Stock Loan

                                                                                       
 Supervisory Analyst

Regulatory Information                     Regulatory Information
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                                                                        Excess SIPC
 Carrier

                                                                        Excess SIPC
 Amount

                                                                        Excess SIPC
 Deductible

                                                                        Fidelity Bond
 Carrier

                                                                        Fidelity Bond
 Amount

                                                                        Fidelity Bond
 Deductible

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Footnotes

1  EFP is an extranet built by the NYSE to support authenticated, encrypted, two-way communications
between the NYSE and its membership. It is currently being used for such applications as branch office
approvals, short interest reporting, and fingerprints.
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Member Firm Regulation

 ATTENTION: CHIEF OPERATIONS OFFICER, CHIEF ADMINISTRATIVE OFFICER, LEGAL AND
COMPLIANCE DEPARTMENTS

TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: REGULATION S-P

Members and member organizations are reminded that full compliance with Regulation S-P (“Privacy of
Consumer Financial Information”) becomes mandatory July 1, 2001. Regulation S-P, promulgated under
Section 504 of the Gramm-Leach-Bliley Act (“G-L-B”), was adopted by the Securities and Exchange

Commission on June 22, 2000 1   and became voluntarily effective November 13, 2000.

The Regulation S-P privacy rules implement Title V of G-L-B which generally requires financial institutions
to provide notice to consumers about the institution's privacy policy and practice, restricts the ability of a
financial institution to share nonpublic personal information about consumers with nonaffiliated third parties,
and allows consumers to prevent such information sharing by “opting out”. It also requires the safeguarding of
customer information.

Regulation S-P will be reviewed during the Exchange's routine sales practice examinations.

If you have any questions regarding this Memorandum, please contact Michael Rufino, Sales Practice Review
Unit, at (212) 656-5685.

Salvatore Pallante

Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  65 F.R. 40334 (June 29, 2000)
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Member Firm Regulation

 ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, CREDIT AND MARGIN
DEPARTMENTS, COMPLIANCE AND LEGAL DEPARTMENTS

TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO RULE 431 (“MARGIN REQUIREMENTS”) REGARDING “DAY TRADING”

The Securities and Exchange Commission (“SEC”) has approved amendments to Exchange Rule 431
(“Margin Requirements”) (see Exhibit A) establishing new requirements to address the intraday risks

associated with day trading in customer accounts. 1   The amendments require that equity and maintenance
margin be deposited and maintained in customer accounts that engage in a pattern of day trading in amounts
sufficient to support the risks associated with such trading activities. Margin requirements will be based
on a day trader's activities during the day, rather than on open securities positions at the end of the day.
Additionally, the amendments prohibit the use of cross guarantees and early withdrawal of account equity as
these practices do not require customers to demonstrate actual financial ability to engage in day trading. THE
EFFECTIVE DATE FOR IMPLEMENTATION WILL BE AUGUST 27, 2001.

The significant changes are summarized below:

•The term “pattern day-trader” is defined as any customer who executes four or more day trades within five
business days, provided the number of day-trades is more than 6% of the total trades in the account during
that period. See Rule 431 (f)(8)(B)(ii).

If the member organization knows, or has a reasonable basis to believe that a customer who seeks to open
an account, or seeks to resume day trading in an existing account will engage in pattern day trading, then, the
customer must immediately be considered a pattern day trader in lieu of waiting five business days. See Rule
431 (f)(8)(B) Supplementary Material .30.

•The minimum equity requirement for pattern day traders is $25,000. See Rule 431 (f)(8)(B)(iv)(1).

•The amendments redefine the term “day trading” to treat the sale of an existing position held from the
previous day as a liquidation, and the subsequent repurchase of that position as the establishment of a new
position not subject to day trading margin requirements.

•Day trading margin requirements - For day trades in equity securities, the day trading margin requirement
shall be 25 percent of either: (1) the cost of all day trades made during the day; or (2) the highest open
position during the day. If a customer's day-trading margin requirement is to be calculated based on the
highest open position during the day, the customer's member organization must maintain adequate “time and
tick” records documenting the sequence in which each day trade is completed. “Time and tick” information
provided by the customer is not acceptable.

•Day trading buying power will be calculated based on the customer's account position as of the close of
business on the previous day. The amendments limit day trading buying power to four times the day trader's
maintenance margin excess. See Rule 431 (f)(8)(B)(iii).

•Day trading margin calls - A pattern day trader exceeding his day trading buying power results in a special
maintenance deficiency. Member organizations are required to issue a day-trading margin call to cover
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the amount of the deficiency. Pattern day traders have five business days to deposit funds to meet this
day trading margin call. The day trading account is restricted to day trading buying power of two times
maintenance margin excess based on the customer's daily total trading commitment, [“time and tick” can not
be used during this period] beginning on the trading day after the day trading buying power is exceeded until
the earlier of when the call is met or five business days. If the day trading margin call is not met by the fifth
business day, the account must be further restricted to trading only on a cash available basis for 90 days or
until the call is met. See Rule 431 (f)(8)(B)(iv)(2) & (3).

•Pattern day traders will be prohibited from utilizing cross guarantees to meet day trading margin calls or to
meet minimum equity requirements. See Rule 431 (f)(8)(B)(iv)(4).

•Deposits of funds to meet minimum equity requirements or to meet day trading margin calls must remain in
the customer's account and cannot be withdrawn for two business days. See Rule 431 (f)(8)(B)(5).

Inquiries regarding these amendments should be directed to Albert Lucks (212) 656-5782 or Patrice Vellecca
(212) 656-2784.

Salvatore Pallante

Executive Vice President

Attachments

EXHIBIT A

Additions underscored

Deletions [bracketed ]

AMENDMENTS TO RULE 431 - MARGIN REQUIREMENTS

No change to 431(a) through (b)(3)

(b)

(4) equity of at least $2,000 except that cash need not be deposited in excess of the cost of any security
purchased (this equity and cost of purchase provision shall not apply to “when distributed” securities in a cash
account). The minimum equity requirement for a “pattern day trader” is $25,000 pursuant to paragraph (f)(8)
(B)(iv)(1) of this Rule.

Withdrawals of cash or securities may be made from any account which has a debit balance, “short” position
or commitments, provided it is in compliance with Regulation T of the Board of Governors of the Federal
Reserve System and after such withdrawal the equity in the account is at least the greater of $2,000 ($25,000
in the case of “pattern day traders”) or an amount sufficient to meet the maintenance margin requirements of
this Rule.

No change to 431 (c) through (f)(8)(A) (iii)

(f)

(8)

(B) Day Trading.

(i) The term “day trading” means the purchasing and selling or the selling and purchasing of the same security
on the same day in a margin account except for:

(a) a long security position held overnight and sold the next day prior to any new purchases of the same
security, or

(b) a short security position held overnight and purchased the next day prior to any new sales of the same
security.
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(ii) [A “day trader” is any customer whose trading shows a pattern of day trading. ] The term “pattern
day trader” means any customer who executes four (4) or more day trades within five (5) business days.
However, if the number of day trades is 6% or less of total trades for the five (5) business day period, the
customer will no longer be considered a pattern day trader and the special requirements under paragraph (f)
(8)(B)(iv) of this Rule will not apply.

(iii) The term “day trading buying power” means the equity in a customer's account at the close of business
of the previous day, less any maintenance margin requirement as prescribed in paragraph (c) of this Rule,
multiplied by four, for equity securities.

Whenever day trading occurs in a customer's margin account the [margin to be maintained ] special
maintenance margin required for the day trades in equity securities shall be [the margin on the “long” or
“short” transaction, whichever occurred first, as required pursuant to the other provisions of this Rule. When
day trading occurs in the account of a “day trader” the margin to be maintained shall be the margin on the
“long” or “short” transaction, whichever occurred first, as required by Regulation T of the Board of Governors
of the Federal Reserve System or as required pursuant to the other provisions of this Rule, whichever amount
is greater. ] 25% of the cost of all the day trades made during the day. For non-equity securities, the special
maintenance margin shall be as required pursuant to the other provisions of this Rule. Alternatively, when
two or more day trades occur on the same day in the same customer's account, the margin required may
be computed utilizing the highest (dollar amount) open position during that day. To utilize the highest open
position computation method, a record showing the “time and tick” of each trade must be maintained to
document the sequence in which each day trade was completed.

(iv) Special Requirements for Pattern Day Traders

(1) Minimum Equity Requirement for Pattern Day Traders - The minimum equity required for the accounts of
customers deemed to be pattern day traders shall be $25,000. This minimum equity must be maintained in
the customer's account at all times (see Supplementary Material .40 of this Rule).

(2) Pattern day traders cannot trade in excess of their day trading buying power as defined in paragraph (f)(8)
(B)(iii) above. In the event a pattern day trader exceeds its day trading buying power which creates a special
maintenance margin deficiency, the following actions will be taken by the member organization:

(a) The account will be margined based on the cost of all the day trades made during the day, and

(b) The customer's day trading buying power will be limited to the equity in the customer's account at the
close of business of the previous day, less the maintenance margin required in paragraph (c) of this Rule,
multiplied by two, for equity securities.

(3) Pattern day traders who fail to meet their special maintenance margin calls as required within five
business days from the date the margin deficiency occurs will be permitted to execute transactions only on a
cash available basis for 90 days or until the special maintenance margin call is met.

(4) Pattern day traders are restricted from utilizing the guaranteed account provision pursuant to paragraph (f)
(4) of this Rule for meeting the requirements of paragraph (f)(8)(B).

(5) Funds, deposited into a day trader's account to meet the minimum equity or maintenance margin
requirements of this Rule 431(f)(8)(B) cannot be withdrawn for a minimum of two business days following the
close of business on the day of deposit.

(C) When the equity in a customer's account, after giving consideration to the other provisions of this Rule,
is not sufficient to meet the requirements of paragraph (f)(8)(A) or (B) additional cash or securities must be
received into the account to meet any deficiency within [seven ] five business days of the trade date.

In addition, on the sixth business day only, member organizations are required to deduct from Net Capital the
amount of unmet maintenance margin calls pursuant to SEA Rule 15c3-1.

* * * *
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Supplementary Material

.10-.20 No change

.30 In the event that the organization at which a customer seeks to open an account or resume day trading in
an existing account, knows or has a reasonable basis to believe that the customer will engage in pattern day
trading, then the minimum equity required under paragraph (f)(8)(B)(iv)(1) above ($25,000) must be deposited
in the account prior to commencement of day trading.

.40 When a customer engages in pattern day trading, the minimum equity required under paragraph (f)(8)(B)
(iv)(1) above ($25,000) must be deposited in the account before such customer may continue day trading.

.50 For purposes of paragraph (f)(8)(B)(iv)(2)(a) above, “time and tick” (i.e., calculating margin utilizing each
trade in the sequence that it is executed, using the highest open position during the day) may not be used for
a pattern day trader who exceeds their day trading buying power.

.60 For purposes of paragraph (f)(8)(B)(iii) and (iv)(2)(b), the day trading buying power for non-equity
securities may be computed using the applicable special maintenance margin requirements pursuant to other
provisions of this Rule.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release No. 34-44009, dated February 27, 2001, approving SR-
NYSE-99-47.
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Market Surveillance

 TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW RULE 80A COLLARS AND RULE 80B CIRCUIT BREAKER LEVELS FOR SECOND
QUARTER 2001

EFFECTIVE APRIL 1, 2001 through JUNE 30, 2001

• Rule 80A restrictions on index arbitrage trading in component stocks of the S&P 500 Stock Price lndex sm *  

will be imposed when the Dow Jones Industrial Average sm **   (“DJIA”) is above or below its closing value on
the previous trading day by:

200 points or more

• Rule 80A restrictions will be removed when the DJIA is above or below its closing value on the previous
trading day by:

100 points or less

•Index arbitrage order entry restrictions will be re-imposed each time the DJIA advances or declines 200
points from the prior day's close.

• Rule 80B trading halts will be triggered when the DJIA declines below its closing value on the previous
trading day by:

1,000 points (Level 1)

2,000 points (Level 2)

3,000 points (Level 3)

Rule 80A

Whenever Rule 80A collars are in effect due to a decline in the DJIA, all index arbitrage orders to sell any
component stock of the S & P 500 Stock Price Index must be marked “sell plus”: and whenever the collars
are in effect due to an advance in the DJIA, all index arbitrage orders to buy must be marked “buy minus”.

Rule 80B

Whenever a Rule 80B circuit breaker is in effect, trading in all stocks on the Exchange will halt for the time
periods specified below.

Level 1 Halt

a) before 2:00 p.m. - one hour;

b) at 2:00 p.m. or later but before 2:30 p.m. - 30 minutes;

c) at 2:30 p.m. or later - trading shall continue, unless there is a Level 2 Halt.
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Level 2 Halt

a) before 1:00 p.m. - two hours;

b) at 1:00 p.m. or later but before 2:00 p.m. - one hour;

c) at 2:00 p.m. or later - trading shall halt and not resume for the remainder of the day.

Level 3 Halt

at any time - trading shall halt and not resume for the remainder of the day.

A complete discussion of the calculation of trigger values for Rule 80A and Rule 80B was published in
Information Memo No. 99-8, dated February 12, 1999 and Information Memo No. 98-15, dated April 13, 1998,
respectively.

Questions concerning these matters may be addressed to Brian McNamara at (212) 656-7086 or Donald
Siemer at (212) 656-6940.

Regina C. Mysliwiec

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

*  "Standard & Poor's 500 Stock Price Index" is a service mark of Standard & Poor's Corporation.
**  "Dow Jones Industrial Average" is a service mark of Dow Jones & Company, Inc.
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Member Firm Regulation

 ATTENTION: CHIEF EXECUTIVE OFFICER, CHIEF FINANCIAL OFFICER, LEGAL AND COMPLIANCE
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: RULE 416 LATE FEE INCREASE

The Securities and Exchange Commission has approved an amendment to NYSE Rule 416 (“Questionnaires
and Reports”) in Release No. 34-443847 dated January 16, 2001 (File No. SR-NYSE-00-59). The
amendment, which increases the fee for late reporting, became effective upon its filing with the SEC
(December 21, 2000).

NYSE Rule 416 (the “Rule”) authorizes the Exchange to require members and member organizations to
submit prescribed information deemed by the Exchange to be essential for the protection of investors and the
public interest. The Rule also authorizes the Exchange to charge a member or member organization a fee for
failure to file reports pursuant to the Rule on a timely basis. Since September 7, 1972, the fee has been $100
for each day such reports are not filed within the prescribed time. The Rule change increases the fee to $500
per day.

Any questions regarding this Memo may be directed to Stephen A. Kasprzak at (212) 656-5226.

Salvatore Pallante

Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Member Firm Regulation

 ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: LONG-TERM CERTIFICATES OF DEPOSIT - SALES PRACTICES

It has come to the attention of the Exchange that the manner in which long-term 1   Certificate of Deposit
products (“CDs”) are represented to customers by some member organizations could be misleading.
Particular concerns fall into two categories: 1) the absence of risk-factor disclosures at or before the
purchase of such CDs and 2) their post-purchase, secondary market pricing. This Memo is intended to
outline the Exchange's concerns regarding these issues and to provide member organizations with guidance
for effectively addressing them.

DISCLOSURE OF RISK FACTORS

There are risks associated with long-term CDs that must be disclosed to prospective purchasers. It is
neither accurate nor appropriate to represent such CDs as “riskless” or as “no-risk” investments. Member
organizations' written procedures must require registered representatives to disclose each of the
following material risks, as applicable, to potential long-term CD purchasers prior to the time an
investment decision is made:

Market Risk / Interest Rate Sensitivity

Typically, a long-term CD sold by a holder (customer) prior to maturity is subject to market price fluctuations
that are primarily affected by then-prevailing interest rates. Disclosure must be made to customers that the
pre-maturity sale price of a long-term CD may be less than its original purchase price, particularly if interest
rates are higher at the time of the sale. Further, use of the term “no penalty for early withdrawal” is misleading
in connection with the marketing of CDs unless the issuer guarantees redemption of full face value for a pre-
maturity sale.

Secondary Market

Customers must be informed that the secondary market for long-term CDs may be limited. If a member
organization makes a secondary market for a long-term CD, disclosure such as “The firm may make a
secondary market … ” is not appropriate. An example of an acceptable disclosure is: “The firm currently
makes a market in this CD but may not do so in the future.”

Term / Call Provisions / Reinvestment Risk

The term of a CD is a material fact; a CD with a long-term maturity date may not be appropriate for certain
customers, who must be advised accordingly.

Some CDs include a provision that allows the issuing depository institution to “call” or redeem the CD at
a given price prior to maturity. Call features typically will be exercised when a long-term CD is trading at a
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premium to its call price in the secondary market. Customers must be informed that the long-term CD they
are purchasing is callable at the sole discretion of the issuing depository institution and that in seeking to
reinvest their redeemed funds they may be confronted with a less favorable interest rate environment than
when their initial purchase was made.

When marketing long-term callable CDs, member organizations and registered representatives should be
careful not to predict the likelihood that such CDs will be called.

Risks Associated with Long-term “Step-Rate” CDs

A “step-down” CD will generally pay an above-market interest rate for a given period (e.g., one year) but
will then “step down” to a lower, predetermined rate that will be paid until maturity. Similarly, a “step-up” CD
will generally pay a below market interest rate for a defined period of time and will “step-up” to a higher,
predetermined rate that will be paid until maturity. Purchasers of step-rate long-term CDs must be made
aware that the step-rate may be below or above then-prevailing market rates and that such CDs are also
subject to secondary market risk and often will include a call provision by the issuing depository institution that
would likewise subject them to reinvestment risk. Customers must be reminded that the initial rate is not the
yield to maturity.

Written Communications

Best practice would be for member organizations to distribute written materials that describe the
characteristics and risks of purchasing long-term CDs or prepare such for distribution if not made available by
the issuer. Any such written materials must comply with Rule 472 (“Communications With The Public”).

SECONDARY MARKET PRICE DISCLOSURE: CUSTOMER STATEMENTS

As discussed above, long-term CDs typically are subject to interest rate-driven secondary market fluctuations
meaning that the resale prices of such CDs may, at a given time, be more or less than the customer paid. It
has been observed, however, that not all member organizations provide timely, accurate pricing information
on customer statements for long-term CD positions and that some lack the capacity to do so. Due to the
difficulty in pricing long-term CDs, they are often priced at par value. This can be misleading to customers,
particularly if the represented par value is included in a tabulation of an account's overall equity value.

NYSE Rule 409(a) requires that “[e]xcept with the permission of the Exchange, member organizations shall
send to their customers statements of account showing security and money positions and entries at least
quarterly to all accounts having an entry, money or security position during the preceding quarter”. Implicit
in this language is that the required security and money positions reflected on the account statement be
accurate and not misleading.

Member organizations will be in compliance with Rule 409(a) by assigning an end-of-month market value 2

   to long-term CD positions that appear on customer statements. Market value provides customers with an
accurate representation of their holdings and is expected to be included on customer statements as soon as
possible but not later than the quarter-ending September 2001. As an interim measure where market value
is not used, firms must inform customers (either on the next statement or in a supplemental letter included
with the next statement) as to when market value pricing of long-term CDs will be reflected on customer
statements.

After September 2001, par pricing may not be utilized on statements for long-term CDs and if market value
is not provided as described above, long-term CD positions must be reflected on customer statements as
unpriced.

GOOD BUSINESS CONDUCT / SUITABILITY

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

732

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE472/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE409%28a%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE409%28a%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


The disclosure materials referenced in this Information Memo do not completely or comprehensively address
member organizations' obligations under NYSE Rules (e.g., 401 [“Business Conduct”] and 405 [“Diligence as
to Accounts”]) to adhere to the principles of good business practice and to exercise due diligence to learn the
essential facts relative to every customer order.

Before making a recommendation of along-term CD product, member organizations must determine whether
it is a suitable investment for the customer. This determination requires attention to all appropriate facts,
some of which may not have been included within the scope of this Memo.

TRAINING AND SUPERVISION OF SALES FORCE

In order to comply with all relevant regulatory requirements, it is essential that member organizations properly
train their sales forces and closely supervise the marketing and sale of CD products.

Please also note that certain of the principles discussed in this memorandum may be equally applicable to
other products as to which market price is not made readily available to customers.

Any questions regarding the foregoing may be directed to Steve Kasprzak at (212) 656-5226, Mary Anne
Furlong at (212) 656-4823 or Michael Rufino at (212) 656-5685.

Salvatore Pallante

Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  CDs with a maturity beyond one year from date of issue.
2  Market value may be determined by using actual values or by using a model or matrix. If actual pricing is

not utilized, the pricing method utilized must be disclosed to the customer on the statement along with a
caveat that such price may not be the actual price a customer would get in the event the long-term CD is
sold prior to maturity.
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Member Firm Regulation

 ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, CHIEF COMPLIANCE OFFICER,
REGISTRATION DEPARTMENT

TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: REVISED INTERPRETATION TO RULE 345A - CONTINUING EDUCATION FOR
REGISTERED PERSONS

A revised interpretation to Exchange Rule 345A regarding administration of the Continuing Education
Regulatory Element Program by members and member organizations to its registered persons has been
approved by the Securities and Exchange Commission on January 12, 2001 by Release No. 34-43838 and
will become effective on March 11, 2001.

The new interpretation (Rule 345A(a)/03) permits members and member organizations to administer the
Continuing Education Regulatory Element Program to its registered persons by instituting an in-firm program
acceptable to the Exchange (as opposed to solely using vendor testing. centers). Other SROs will be
implementing substantially similar procedures and requirements for in-firm delivery of the Regulatory Element
Program.

Prior to members and member organizations electing to commence in-firm delivery of the Continuing
Education Regulatory Element Program, they are required to develop specific procedures as outlined in the
“NYSE Rules” Section of the HANDBOOK and Interpretation Memo 01-02 dated March 7, 2001. In addition,
members and member organizations must file with their Designated Examining Authority (“DEA”), a letter of
attestation signed by a senior officer or partner, attesting to the establishment of those procedures. Letters
of Attestation from members and member organizations should be sent to Ms. Roni Meikle, Continuing
Education Department, NYSE, 20 Broad Street, 23rd Floor, New York, NY 10005.

Communication links and firm delivery computer hardware and software must comply with standards (please
see Exhibit A) established by Virtual University Enterprises (VUE), a division of NCS Pearson, Inc., the
vendor designated to facilitate In-Firm Delivery. Firms must install VUE Testing System software (Testing
System) for each In-Firm Delivery site the firm operates, and execute a single software licensing agreement
with VUE. The Testing System software costs $600 to install at each site.

Members and member organizations offering in-firm delivery may also continue to send their registered
persons to Sylvan/Prometric sites. The CRD account of a member organization delivering the Regulatory
Element on site will be charged $62 per session versus $65 charged when the registered persons takes a
Regulatory Element session at a Sylvan/Prometric Technology Center. There will be no charge to a member
organization if a registered person cancels or does not keep an in-firm delivery appointment, whereas there
will continue to be a $65 charge to the member organization if a registered person does not keep or cancels a
Sylvan/Prometric appointment within 2 1/2 business days of the appointment date.

Questions concerning this Information Memorandum may be directed to Roni Meikle, Manager, NYSE
Continuing Education at 212-656-2156, or Pat DeVita, NYSE Continuing Education Communications
Coordination at 212-656-2746. For issues regarding technical requirements or the software licensing
agreement, please call NASD Regulation, Inc. (NASDR) Field Support Services at 301-590-6000.
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Salvatore Pallante

Executive Vice President

Attachment

Exhibit A

In-Firm Delivery Site Hardware and Software Specifications

Firms may procure the required equipment themselves or contract with Virtual University Enterprises (VUE), a
division of NCS Pearson, Inc., the vendor designated to facilitate In-Firm Delivery.

Hardware

Administrator Station and Training Station Specifications.—A site will need one administrator station.
Administrator stations must run Windows NT. A site can have as many training stations as it would like. All of
the computers must be part of a workgroup or LAN. The training stations must run Windows 98 or Windows
NT-English language version only. They must meet or exceed the following minimum configuration:

•IBM PC or compatible

•Pentium 300 Mhz (or better)

•128 MB RAM

•17' SVGA monitor with video card, capable of 800X600 resolution and 256 colors, and 1 MB of video RAM

•Minimum 3 gigabytes of free local hard drive space

•Microsoft or compatible Mouse and associated driver

•Network interface

•Local CD ROM (8X)

•Headphones

•SoundBlaster or compatible audio card

Communications Specifications.—Internet access via high-speed connection, e.g., ISDN, DSL, T1, etc.

Shared Storage Space.—The Software requires at least 12 gigabytes of shared disk storage on the local
area network. This space is required for the storage of the continuing education software and the required
scheduling and administrative software (see below). The shared disk storage must be accessible by the
training stations and the administrator station.

Printers.—Administrator and training stations must have access to an inkjet or laserjet printer located outside
the training room.

Backups.—Shared storage must be backed up each business day.

Software

Firms must use the software applications of the VUE Testing System and execute a Software License
Agreement with VUE. There is a $600 per site charge to install the software. VUE will provide firms with the
VUE Testing Center Guide, which contains information about using the Testing System applications and
about In-Firm Delivery site policies and procedures. VUE will also provide technical support for software
installation, and ongoing operations of the site.

Hardware specifications as of 01/12/01

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Market Surveillance

 TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NYSE DIRECT+

The New York Stock Exchange began trading through its new NYSE DIRECT+ TM facility on a pilot basis on
December 21, 2000 with a limited number of stocks. The rollout of DIRECT+will now be completed over a
seven week period beginning on February 28. This Information Memorandum will provide details on the rules
and procedures adopted in connection with trading through NYSE DIRECT+.

NYSE DIRECT+ TM

NYSE DIRECT+ TM will provide electronic execution of limit orders up to 1,099 shares. It is designed to
allow member organizations to offer speed of execution to their customers by entering orders for immediate
execution against the published NYSE quote.

Orders for NYSE DIRECT+ TM execution are entered through SuperDot with the indicator NX added. An order
placed in NYSE DIRECT+ TM is executed when the limit price is equal to or better than the published bid or
offer. The transaction report is returned through SuperDot to the member organization which entered it. If an
order placed in NYSE DIRECT+ TM is not executed, it is placed on the specialist's book for representation in
the market at its limit price.

Rollout Schedule

Twenty two issues are currently eligible for the NYSE Direct+pilot. The remaining issues will be phased in
over a seven week period beginning on February 28. Implementation will proceed in alphabetical order by
symbol as detailed below:

                      

DATE                                  SYMBOL

                      February 28                           A

                      March 7                               B-C

                      March 14                              D-F
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                      March 21                              G-J

                      March 28                              K-M

                      April 4                               N-P

                      April 11                              Q-Z

New Rules, Rule Amendments and Interpretive Matters

The Securities and Exchange Commission has approved proposed new Exchange Rules 1000 through 1005
governing NYSE Direct+ TM, which will provide automatic execution of limit orders of 1099 shares or less. The
Commission has also approved an amendment to Rule 13 to define an “auto ex” order and an amendment to
the list of rules subject to summary fine procedures under Exchange Rule 476A.

Rule 13

A definition of an auto ex order is being added to Rule 13. An auto ex order is a limit order of 1099 shares
or less priced at or above the Exchange's published offer (in the case of an order to buy) or at or below the
Exchange's published bid (in the case of an order to sell) which will receive an automatic execution against
the interest reflected in the published quotation, provided the size of the published quotation is greater than
100 shares. An auto ex order or any portion thereof that cannot be immediately executed will be entered as a
limit order in the Exchange's auction market.

The new rules adopted for NYSE Direct+ TM provide as follows:

Rule 1000

Rule 1000 states the basic operative principles providing for automatic execution of limit orders of 1099
shares or less against the Exchange's published quotation. The Rule lists six instances in which the
automatic feature would not be available due to market situations, lack of depth in the published quotation, or
inappropriate pricing of the auto ex order, as follows:

•the NYSE's published quotation is non-firm (pursuant to Rule 60);

•the NYSE's published quotation has been gapped (pursuant to the Exchange's usual procedures for such
situations) for a brief period because of an influx of orders on one side of the market, and the Exchange's
published quotation size is 100 shares at the bid and/or offer;

•a better price exists in another ITS participating market center;

•the NYSE's published bid or offer is 100 shares (see Rule 1001(c));

•a transaction outside the Exchange's published quotation pursuant to NYSE Rule 127 is in the process of
being completed, in which case the specialist should publish a 100-share bid and/or offer; or

•trading in the subject security has been halted.

Rule 1000 provides that an auto ex order that cannot be immediately executed for any of the above reasons
will be automatically entered for execution in the Exchange's auction market via the SuperDOT system.
Once it is entered in the auction market, it will be treated the same as any other limit order entered onto the
Exchange.
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Rule 1000(ii) provides that auto-ex orders will not be executed when the Exchange's published quotation has
been gapped for a brief period. The procedure to “gap” a quotation involves setting the bid and asked prices
at a spread wider than normal in a stock in order to alert market participants that a special situation exists.
This may occur if a member proposes to effect a block transaction at a significant premium or discount from
the prevailing market and the specialist is aware of interest on the contra side. In such situations, the size of
the quotation may be set at 100 shares by 100 shares.

Rule 1000(v) provides that auto-ex orders will not be executed when an auction market execution under
Exchange Rule 127 is being completed. Rule 127 establishes procedures for executions outside the NYSE's
published bid or offer. During the process for completing such transactions, the specialist should publish a bid
and/or offer that is 100 shares.

Rule 1001

Rule 1001 (a) provides that the contra side of an auto ex execution will be trading interest reflected in the
Exchange's published quotation, consistent with the principles of priority and parity as codified in Exchange
Rule 72. Under Rule 1001(a), it will be the specialist's responsibility, after receiving a report that an auto ex
order has been executed, to assign the appropriate number of shares to each bidder or offeror, consistent
with the principles of Rule 72, with a universal contra being reported as the contra to each auto ex execution.
Where the interest in the published quotation against which the auto ex order was executed is no longer
available, Rule 1001(a) also provides that the specialist will take the contra side of an auto ex execution.

Rule 1001(b) provides that if the published bid or offer is not of sufficient depth to fill an auto ex order in its
entirety, the unfilled balance of the order will be displayed in the auction market.

Rule 1001(c) provides that if executions of auto ex orders have traded with all trading interest reflected in the
Exchange's published bid or offer, the Exchange will disseminate a bid or offer at that price of 100 shares
until the specialist requotes that market. Auto ex orders will not receive an automatic execution against any
100 share bid or offer, whether a default bid or offer or otherwise, but rather will be displayed in the auction
market. Rule 1001(c) provides that the specialist will be the contra party to any auction market interest
seeking to trade against the 100-share default bid or offer.

Rule 1001(d) provides that the concept of precedence based on size codified in Rule 72, will not apply with
respect to the contra side of an auto ex execution, with such contra side interest being assigned, as noted
above, in accordance with the principles of priority and parity in Rule 72.

Rule 1002

Rule 1002 provides that auto ex orders may be entered on any day in a particular stock from the time the
Exchange has published a bid or offer in that stock until 3:59 p.m., at which time the specialist is preparing
the closing transaction in the security. If orders designated as auto ex are entered before a quote is published
or after 3:59 p.m., the orders will be treated as limit orders in the auction market.

Rule 1003

Rule 1003 provides that if a transaction has been agreed upon in the auction market, and an execution
involving auto ex orders is reported at a different price before the auction market transaction is reported,
any tick test applicable to the auction market transaction will be based on the last reported trade prior to the
execution of the auto ex order.

For example, assume the Exchange's published quotation is 20 bid for 5,000 shares, with 5,000 shares
offered at 20.20. The last reported sale is 20.10, which is a plus tick. A broker in the Crowd bids 20.10 for
5,000 shares, and another broker, representing a short sale order, agrees to trade at the 20.10 bid price.
Before the trade at 20.10 is reported, however, an auto ex order to buy is automatically executed at the
20.20 published offer price, making the trade at 20.10 a minus tick, which would preclude execution of the
order to sell short. Rule 1003 provides that, in this instance for purposes of NYSE Rule 440B and Rule 10a-1
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under the Securities Exchange Act of 1934 (“ Rule 10a-1”), the short sale tick test would be based on the last
reported sale of 20.10, a plus tick, at the time the Crowd brokers were completing their trade.

As with all other trades, Floor brokers seeking to rely on Rule 1003 with respect to short sales in auction
market transactions subject to Rule 10a-1 and NYSE Rule 440B must report such auction market
transactions immediately upon agreement to the trade. In order to verify compliance with Rule 10a-1, where
an auto ex transaction takes place while the auction market transaction is being completed and the auto ex
price would cause the auction market trade to be reported on a minus or zero-minus tick, the Floor broker
effecting the short sale must obtain NYSE Floor Official approval that the transaction was agreed upon at
a price in compliance with Rule 10a-1 and Rule 440B. Each such short sale must be reported as a “sold
sale”. Further, Floor brokers will not be allowed to sell short at a price lower than the best bid displayed in the
auction market at the time the transaction is reported.

Rule 1004

Rule 1004 provides that executions of auto ex orders will elect stop limit orders as well as stop orders and
percentage orders electable at the price of such executions. The rule also provides that stop orders so
elected will be executed pursuant to the Exchange's auction market procedures, and will not be guaranteed
executions at the prices of subsequent auto ex executions.

Rule 1005

Rule 1005 provides that auto ex orders for the same customer may be entered at time intervals of no less
than 30 seconds between entry of each such order. This will apply on a per stock basis.

Interpretive Issues

The Exchange has received Commission approval on interpretations of several NYSE rules, as well as
an interpretive position from the Commission under the short sale rule, Rule 10a-1 under the Securities
Exchange Act of 1934. These matters concern situations pursuant to proposed Rule 1001(a)(iv) where the
specialist may be required to take the contra side of an auto ex execution against the published quotation,
even though the specialist's interest was not part of such quotation. For example, the published quotation
may reflect the interest of a broker in the Crowd, whose interest is then executed in an auction market
transaction, but before the published quotation can be updated, an auto ex order is executed against such
quotation. In such instance, the specialist would be required to take the contra side of the auto ex execution.
In other instances, the Crowd broker might cancel his or her interest as reflected in the published quotation,
but an auto ex order might be executed against such quotation before it can be updated. Again, in such
instance, the specialist would be required to take the contra side of the auto ex execution.

Rule 104. Rule 104 contains the specialist's affirmative and negative obligations, and restricts the specialist's
ability to purchase stock on direct plus ticks, or sell stock on direct minus ticks. Any instance in which the
specialist is effecting such a direct tick transaction only because he or she has been required to assume
the contra side of an auto ex execution as described above will be deemed to be a “neutral” transaction for
purposes of Rule 104, and will be deemed not to be in violation of the rule. The Exchange believes that this
interpretive position approved by the Commission is appropriate because the specialist is not setting the
price, but is simply being required to trade at a price set by other market participants.

Rule 123A.40. The specialist will not be required to fill any stop orders elected by an auto ex execution at the
price of the electing sale in any instance where the specialist was required by Rule 1001(a)(iv) to take the
contra side of an auto ex execution.

Rule 91. As the specialist does not accept an auto ex order for execution or act as agent for such order, the
transaction confirmation requirements of Rule 91 will not be applicable in any instance where the specialist is
the contra party to an auto ex execution.
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Rule 10a-1. Similarly, the specialist will be deemed not to be in violation of Rule 10a-1 under the Securities
Exchange Act of 1934 or Rule 440B whenever he or she would be required to take the contra side of an auto
ex execution on a minus or zero minus tick, and has an existing short position, or would be creating a short
position by virtue of such execution. In such instance, the specialist would not be deemed to be engaging
in manipulative behavior to influence the price of the subject security because the specialist is simply being
required to trade at a price set by other market participants.

Addition to Rule 476A Summary Fine List

The List of Exchange Rule violations under Rule 476A has been amended to include the failure by members
or member organizations to comply with the provisions of Rules 1000- 1005, which implement the Exchange's
NYSE Direct+ TM> facility. Rule 476A provides that the Exchange may impose a fine, not to exceed $5,000,
on any member organization, or not to exceed $2,500 on any member, allied member, approved person, or
registered or non-registered employee of a member or member organization for a minor violation of certain
specified Exchange rules.

The Exchange wishes to emphasize the importance it places upon compliance with the above-named rules.
While the Exchange, upon investigation, may determine that a violation of any of these rules is a minor
violation of the type which is properly addressed by the procedures adopted under Rule 476A, in those
instances where investigation reveals a more serious violation of the above-described rules, the Exchange
will provide an appropriate regulatory response. This includes the full disciplinary procedures available under
Rule 476.

The texts of the rules as adopted or amended are attached. Questions concerning these changes may be
addressed to Brian McNamara at (212) 656-7086 or Donald Siemer at (212) 656-6940.

Regina C. Mysliwiec

Senior Vice President

Attachments

EXHIBIT A

NYSE DIRECT+ >TM: RULES GOVERNING AUTOMATIC EXECUTION OF LIMIT ORDERS OF A
SPECIFIED SIZE

Rule 1000: Automatic Execution of Limit Orders Against Orders Reflected in NYSE
Published Quotation

Only straight limit orders without tick restrictions are eligible for entry as auto ex orders. Auto ex orders to
buy shall be priced at or above the price of the published NYSE offer. Auto ex orders to sell shall be priced
at or below the price of the NYSE bid. An auto ex order shall receive an immediate, automatic execution
against orders reflected in the Exchange's published quotation and shall be immediately reported as NYSE
transactions, unless:

(i) the NYSE's published quotation is in the non-firm quote mode;

(ii) the NYSE's published quotation has been gapped for a brief period because of an influx of orders on one
side of the market, and the NYSE's published quotation size is one hundred shares at the bid and/or offer;

(iii) with respect to a single-sided auto ex order, a better price exists in another ITS participating market
center;

(iv) with respect to a single-sided auto ex order, the NYSE's published bid or offer is 100 shares;

(v) a transaction outside the NYSE's published bid or offer pursuant to Rule 127 is in the process of being
completed, in which case the specialist should publish a 100-share bid and/or offer;
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(vi) trading in the subject security has been halted.

Auto ex orders that cannot be immediately executed shall be displayed as limit orders in the auction market.

Rule 1001: Execution of Auto Ex Orders

(a) Subject to Rule 1000, auto ex orders shall be executed automatically and immediately reported. The
contra side of the execution shall be orders reflected in the Exchange's published quotation, as follows:

(i) the first contra side bid or offer at a particular price shall be entitled to time priority, but after a trade clears
the Floor, all bids and offers at such price shall be on parity with each other;

(ii) all bids or offers on parity shall receive a split of executions in accordance with Rule 72;

(iii) the specialist shall be responsible for assigning the number of shares to each contra side bidder and
offeror, as appropriate, in accordance with Rule 72, with respect to each automatic execution of an auto ex
order;

(iv) the specialist shall be the contra party to any automatic execution of an auto ex order where interest
reflected in the published quotation against which the auto ex order was executed is no longer available;

(v) a universal contra shall be reported as the contra to each automatic execution of an auto ex order.

(b) If the depth of the published bid or offer is not sufficient to fill an auto ex order in its entirety, the unfilled
balance of the order shall be routed to the Floor and shall be displayed in the auction market.

(c) If at any time automatic executions of auto ex orders result in the execution of all trading interest reflected
in the Exchange's published quotation at the bid or offer price, the Exchange shall disseminate a bid or offer
at that price of 100 shares until the specialist re-quotes the market. Auto ex orders shall not be automatically
executed against any 100 share bid or offer, whether a default bid or offer or otherwise, but shall be routed to
the Floor and shall be displayed in the auction market. The specialist shall be the contra party to any auction
market transaction at such default bid or offer price.

(d) No published bid or offer shall be entitled to claim precedence based on size with respect to executions
against auto ex orders.

Rule 1002: Availability of Automatic Execution Feature

Orders designated as “auto ex” in a particular stock shall be eligible to receive an automatic execution if
entered after the Exchange has disseminated a published bid or order in that stock until 3:59 p.m. or within
one minute of any other closing time of the Exchange's floor market. Orders designated as “auto ex” in a
particular stock that are entered prior to the dissemination of a bid or offer in that stock, or after 3:59 p.m. or
within one minute of any other closing time, shall be displayed as limit orders in the auction market.

Rule 1003: Application of Tick Tests

If a transaction has been agreed upon in the auction market, and an automatic execution involving auto ex
orders is reported at a different price before the auction market transaction is reported, any tick test applicable
to such auction market transaction shall be based on the last reported trade prior to such execution of auto ex
orders.

Rule 1004: Election of Stop Orders and Percentage Orders

Automatic executions of auto ex orders shall elect stop orders, stop limit orders and percentage orders
electable at the price of such executions. Any stop orders so elected shall be executed pursuant to the
Exchange's auction market procedures, and shall not be guaranteed an execution at the same price as
subsequent automatic executions of auto ex orders.
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Rule 1005: Orders May Not Be Broken Into Smaller Amounts

An auto ex order for any account in which the same person is directly or indirectly interested may only be
entered at intervals of no less than 30 seconds between entry of each such order in a stock.

Rule 13: Definitions of Orders

* * * * *

Auto Ex Order

An auto ex order is a limit order of 1099 shares or less priced at or above the Exchange's published offer
(in the case of an order to buy) or at or below the Exchange's published bid (in the case of an order to sell),
which a member or member organization has entered for automatic execution in accordance with, and to the
extent provided by, Exchange Rules 1000- 1005.

* * * * *

LIST OF EXCHANGE RULE VIOLATIONS AND FINES APPLICABLE THERETO PURSUANT TO
RULE 476A

* * * * *

Failure to adhere to procedures for automatic execution of orders under the NYSE DIRECT+ TM facility (Rules
1000- 1005)

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
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Market Surveillance

 TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ELECTRONIC CAPTURE OF ORDERS ON THE FLOOR/ RULE 123

The Securities and Exchange Commission has approved amendment of Exchange Rule 123 (Records of
Orders) to require that the details of an order must be entered into an electronic system on the Floor. The
amended rule is attached as Exhibit A.

System Entry of Orders

As amended, paragraph (e) of Rule 123 requires that, prior to being represented or executed, an order must
be entered into an electronic system on the Floor that records the order details and records the time such
details were entered into the system. Cancellation of or a modification to an order, and the time(s) of such
cancellation or modification, must also be recorded in a system.

The specific data required to be recorded is:

1. Symbol;

2. Clearing member organization;

3. Unique order identifier;

4. Member or member organization recording the order details on the Floor;

5. Number of shares or quantity of security;

6. Side of market (e.g., buy, sell long, sell short, sell short exempt);

7. Market, limit, stop or stop limit designation;

8. Limit price and/or stop price;

9. Time in force (e.g., day, GTC, GTX);

10. Held or not held designation;

11. Special conditions (e.g. Rule 10b-18 or “G” order and any request by a customer that the order not be
displayed);

12. System-generated time-stamp of the recording the order details on the Floor, any modification of terms of
the order or cancellation of the order;

13. Such other information as the Exchange may from time to time require.

Optional order details may also be recorded, such as account number, account type identifier, special
instructions, etc., provided it is consistent with the format(s) accepted by the Exchange.

Members and member organizations may use an Exchange system, such as the Broker Booth Support
System (“BBSS”), or a proprietary or third party system to electronically record order details. If a proprietary
or third party system is used, that system must be capable of transmitting details of all orders to an Exchange
data base. The Exchange has built a data base file to capture the order details simultaneously with their
transmission to the Floor by a proprietary or third party system.
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The order details may be entered off the Floor into a system that also records the details of the order on the
Floor and provides a copy of the order details to the Exchange's data base (“drop copy”). The entry of order
details off the Floor into a system which does not provide a drop copy to the Exchange will not comply with
the Rule, e.g., an order entered into an “upstairs” system at the member or member organization, and phoned
to the Floor. In this example, the order must be recorded on the Floor, in a system, prior to being represented.

Exemptions to Rule 123(e)

The requirement to record order details is not applicable to transactions initiated on the Floor by a registered
competitive market maker, a competitive trader or a specialist for their own account as such trades may be
initiated on the Floor and are already reported to the Exchange. In addition, any orders which by their terms
are incompatible for entry in an Exchange system relied on by a Floor member to record the details of the
order in compliance with Rule 123 are exempt from the order entry requirements.

Prior Information Memos

Please refer to Information Memos No. 99-38 (July 30, 1999) and No. 00-23 (September 22, 2000) for
discussions of certain technical and system items regarding electronic capture of orders on the Floor. These
are available on the NYSE website (http://www.nyse.com/regulation).

Member Firm Drop Copy Application Interface Specification

Member firms that use proprietary or third party vendor systems on the Floor will need to implement a link
to the Front End Systemic Capture database. The specification for this interface, entitled “Member Firm
Drop Copy Application Interface Specification, version 2.0.0” is available on the NYSE website (http://
www.nyse.com/techspecs).

Implementation Date

Rule 123(e) will become fully effective on September 10, 2001 for all members and member organizations.
During 2001, periodic reminders concerning the full compliance date will be issued. In addition, periodic
updates on the NYSE systems support to accommodate electronic entry of order details, including any testing
requirements, will be made.

Testing

The Exchange has completed the design and implementation of its systems to support Rule 123(e) and
is ready to begin testing with firms. Members and member organizations are encouraged to begin testing
as soon as possible so that every member and member organization will be ready to comply on the
implementation date.

Questions on matters discussed in this Memorandum may be addressed as follows:

     

Rule 123                               Donald Siemer (Market Surveillance) (212)
 656-6940 

dsiemer@nyse.com)

     Technology                             Robert Davy (Technology) (212) 656-2025
 (bdavy@nyse.com) or
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                                            David Bartges (Technology) (212) 656-6834
 (dbartges@nyse.com)

     BBSS                                   John Limerick (Trading Systems) (212)
 656-3099 

(jlimerick@nyse.com)

Regina C. Mysliwieo

Senior Vice President

Attachments

EXHIBIT A

Rule 123 - Records of Orders

Paragraphs headed “Given Out”, “Receipt of Orders”, “Cancelled or Executed”, and “By Accounts”,
are designated as (a), (b), (c) and (d), respectively.

(e) System Entry Required

No Floor member may represent or execute an order on the Floor of the Exchange unless the details of the
order have been first recorded in an electronic system on the Floor. Any member organization proprietary
system used to record the details of the order must be capable of transmitting these details to a designated
Exchange data base within such time frame as the Exchange may prescribe. The details of each order
required to be recorded shall include the following data elements, any changes in the terms of the order and
cancellations, in such form as the Exchange may from time to time prescribe:

1. Symbol;

2. Clearing member organization;

3. Order identifier that uniquely identifies the order;

4. Identification of member or member organization recording order details;

5. Number of shares or quantity of security;

6. Side of market;

7. Designation as market, limit, stop, stop limit;

8. Any limit price and/or stop price;

9. Time in force;

10. Designation as held or not held;

11. Any special conditions;

12. System-generated time of recording order details, modification of terms of order or cancellation of order;

13. Such other information as the Exchange may from time to time require.

* * * * *

.20 Orders - For purposes of paragraph (e), an order shall be any written, oral or electronic instruction to
effect a transaction.
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.21 Orders not subject to paragraph (e) recording requirements - Any order executed by a specialist,
Competitive Trader or Registered Competitive Market Maker for his or her own account and any orders
which by their terms are incompatible for entry in an Exchange system relied on by a Floor member to record
the details of the order in compliance with this Rule shall be exempt from the order entry requirements of
paragraph (e) above.

.22 Time standards - Any member organization proprietary system used to record the details of an order for
purposes of this rule must be synchronized to a commonly used time standard and format acceptable to the
Exchange.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Member Firm Regulation

 ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, CHIEF COMPLIANCE OFFICER,
REGISTRATION DEPARTMENT

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW PROCEDURES FOR THE SUBMISSION OF REQUESTS FOR TRAINING PERIOD AND
EXAMINATION WAIVERS AND EXPERIENCE ACCEPTABILITY VIA THE NYSE'S ELECTRONIC FILING
PLATFORM (EFP)

The Exchange has developed a new system that will allow members and member organizations to
electronically file requests for Training Period Waivers, Examination Waivers and Experience Acceptability.
The new system, called Qualifications and Registrations (Q&R) Requests, will utilize the new Electronic
Filing Platform (“EFP”) which is presently used for the submission of the Exchange's revised Branch Office
Application (see Exchange Information Memorandum No. 00-10, dated April 28, 2000).

The Qualifications and Registrations Department (“Q&R”) currently receives letters from members and
member organizations requesting Training Period and Examination Waivers on behalf of candidates
for registration pursuant to Rule 345.15. Requests are also received for Acceptability of the Experience
Requirements for persons delegated supervisory responsibilities under Rule 342(d) and for Supervisory
Analysts pursuant to Rule 344. The Q&R Request system will enable the firm to electronically submit the
request in a format that will provide the information needed to process the request and also allow the firm to
track the status of the request.

Exhibits A(1) though (5) contain instructions on how the EFP request should be completed. The instructions
are specific to the type of request being submitted. These instructions will also be available electronically
once access to the EFP Q&R Request system has been granted. Failure to follow the instructions could result
in the request being rejected.

Also included, as Exhibit B, is a list of NYSE registration categories along with their respective training
period and examination qualification requirements. Please note that the Q&R Requests system is to be used
solely for actual requests for Training Period Waivers, Examination Waivers and Experience Acceptability.
Adjustments to Training Periods or Exam Windows due to firm data input or Web CRD system errors should
not be submitted through the EFP system, but communicated to Frank Liccione at (212) 656-5838 or Iris
Smith at (212) 656-8451 in the Q&R Department.

Members and member organizations will be given access to EFP in any area, department, or division that
will submit requests for Training Period Waivers, Examination Waivers and Experience Acceptability to Q&R.
Each member firm employee who will be responsible for submitting such requests to the Exchange must be a
registered EFP user. Once given access, the users will be supplied with detailed instructions on usage. The
application is Internet-based and is secure.

To expedite the registration of EFP users for these filings, the Exchange requests that members
and member organizations complete the attached Member Firm Regulation Information Sheet (see
Exhibit C) and forward it to Patricia Neil in Q&R by February 16, 2001. Subsequently, your organization
will be contacted by our EFP staff to register the users who will be responsible for submitting Training
Period Waivers, Examination Waivers and Experience Acceptability requests. After February 16, 2001,
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the EFP Q&R Request system will be the only way to submit requests for Training Period Waivers,
Examination Waivers and Experience Acceptability to Q&R.

Any questions relating to this memorandum may be directed to Peggy L. Germino, Manager, Qualifications
and Registrations at (212) 656-8450 or Juan Vazquez, Supervisor, Qualifications and Registrations at (212)
656-4814.

Salvatore Pallante

Senior Vice President

Attachments

                                                                         

EXHIBIT A(1)

Q&R REQUESTS 

- INSTRUCTIONS FOR 

SERIES 16 EXPERIENCE ACCEPTABILITY REQUESTS

Question                                                Instructions for Electronic
 Filing

1. Member Organization                                  The name of your firm has been
 filled in for you. Should this name appear incorrectly, please contact

                                                        immediately:

                                                        Enterprise Service Center
 212-383-2062.

2. Name of Applicant                                    Type the first name, middle
 initial and last name of the Applicant.

3. CRD# and/or SS#                                      Type the CRD number and/or the
 social security number of the Applicant.
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4. Employment Date                                      Type the month, day and year the
 Applicant was employed with the firm.

5. U-4 has been filed?                                  You must answer either Yes or No
 in response to this question to indicate whether the 

Form U-4 has been

                                                        filed with the CRD. A 

Form U-4 must be filed with the CRD requesting SA registration for the Applicant.

6. Are the Applicant's Continuing                       You must answer either Yes, No or
 N/A in response to this question to indicate whether the Applicant has

Education requirements fulfilled?                       completed their Continuing
 Education requirement. If your answer is No, you must explain in the space

                                                        provided the details.

7. Does the Applicant have a disciplinary               You must answer either Yes or No
 in response to this question to indicate whether the Applicant has any yes

history?                                                answers on Page 3 of the 

Form U-4. If your answer is Yes, you must explain the details in the space provided.

8. 3 Year Experience Acceptability                      

NYSE Rule 344 requires that candidates for Supervisory Analyst show evidence of
 appropriate experience

                                                        before permitted to take the S16
 exam. Check off all experiences applicable to the Applicant. You must check
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                                                        at least one experience and type
 the years and months for each. If you choose Other, you must explain this

                                                        choice in the space provided.

9. Securities Industry Related Experience               Provide a summary of the
 Applicant's securities industry related experience and any other basis for this

and Basis for Request                                   request in the space provided.
 Include names of employers, dates of employment experience, length of

                                                        employment(s) and date of
 termination for the most recent securities industry related employer.

10. Is the Applicant a Chartered Financial              The Supervisory Analyst
 Examination consists of two parts. Part I, Regulatory Administration and Part II,

Analyst (CFA)?                                          Review of Securities Analysis. 

NYSE Rule 344 provides that candidates who have appropriate experience and

                                                        successfully completed a
 specified level of the Chartered Financial Analyst examination need only take that

                                                        portion of the Supervisory
 Analyst examination dealing with exchange rules on research standards and related

                                                        matters. Indicate if the
 Applicant is a Chartered Financial Analyst and the CFA Level he/she holds. If the

                                                        Applicant is a CFA, submit a copy
 of the Charter Letter to the Exchange's Qualifications and Registrations

                                                        Department to the following
 address: 20 Broad Street, 22nd Floor, New York, NY 10005 or FAX it to(212)
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                                                        656-2576. Please note that this
 request will not be processed until receipt of CFA verification.

11. Series 16 Test Details                              If the Applicant will be taking
 the examination outside the U.S., please note the city/country where the

                                                        Applicant wishes to take the
 examination. You may also indicate the date the Applicant wishes to take the

                                                        exam, if known, however you must
 allow at least 30 days from the date of this request.

12. Name of Registration/Compliance                     This information defaults to the
 User, however, you can modify it if necessary. (The firm may print the

Contact                                                 request and keep a copy for its
 own records.)

After submitting the request, you will then be able to check on the status. If the status
 is Pending, the request is under review. If the request is granted, the

status will become Enrolled and you may call the Sylvan Test Center to make an
 appointment. If the request is denied, the status will show Denied and you

may print out the denial letter from the EFP system.

The results of the examination will be recorded in the EFP system and posted to the
 Applicant's CRD record. If the Applicant fails either part or all of the

examination, the EFP status will be Retake Pending. Open the request and the Retake form
 will appear. In addition, submit a 

Form U-4, Page 1 to CRD to

request a new examination window. After the Retake request is processed, check that the
 Applicant is Enrolled before calling the Sylvan Test Center to make
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an appointment.

                                                                         

EXHIBIT A(2)

Q&

R REQUESTS 

- INSTRUCTIONS FOR 

SERIES 6, SERIES 7. SERIES 17, SERIES 22, SERIES 52 TRAINING WAIVER REQUESTS

Question                                                Instructions for Electronic
 Filing

1. Member Organization                                  The name of your firm has been
 filled in for you. Should this name appear incorrectly, please contact

                                                        immediately:

                                                        Enterprise Service Center
 212-383-2062.

2. Name of Applicant                                    Type the first name, middle
 initial and last name of the Applicant.

3. CRD# and/or SS#                                      Type the CRD number and/or the
 social security number of the Applicant.

4. Employment Date                                      Type the month, day and year the
 individual was employed with the firm
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5. U-4 has been filed?                                  You must answer either Yes or No
 in response to this question to indicate whether the 

Form U-4 has been

                                                        filed with the CRD. A 

Form U-4 must be filed with the CRD requesting the applicable registration category

                                                        for the Applicant.

6. Are the Applicant's Continuing                       You must answer either Yes, No or
 N/A in response to this question to indicate whether the Applicant has

Education requirements fulfilled?                       completed their Continuing
 Education requirement. If your answer is No, you must explain in the space

                                                        provided the details.

7. Does the Applicant have a disciplinary               You must answer either Yes or No
 in response to this question to indicate whether the Applicant has any yes

history?                                                answers on Page 3 of the 

Form U-4. If your answer is Yes, you must explain the details in the space provided.

8. Types and Dates of Prior Securities                  List the types and dates of each
 securities industry examination previously passed by the Applicant. Include

Industry Examinations                                   the dates that the examinations
 expired (if applicable).

9. Securities Industry Related Experience               Provide a summary of the
 Applicant's securities industry related experience and any other basis for the
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and Basis for Request                                   request. Include names of
 employers, dates of employment experience, length of employment(s) and date of

                                                        termination for the most recent
 securities industry related employer.

10. Name of Registration/Compliance                     This information defaults to the
 User, however, you can modify it if necessary. (The firm may print the

Contact                                                 request and keep a copy for its
 own records.)

After submitting the request, you will then be able to check on the status. If the status
 is Pending, the request is under review. When a request is Granted or

Denied, you may print out the disposition letter from the EFP system.

                                                                         

EXHIBIT A(3)

Q&R REQUESTS 

- INSTRUCTIONS FOR 

SERIES 4, SERIES 6, SERIES 7, SERIES 14A, SERIES 17, SERIES 22 SERIES 25 SERIES 37,
 SERIES

38, SERIES 47, SERIES 52 EXAMINATION WAIVER/REINSTATEMENT REQUESTS

NOTE: An Examination 

Waiver request is made on behalf of a candidate who was 

never previously registered. An Examination 
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Reinstatement request is made

on behalf of a candidate who 

was previously registered, but who has not been registered within the past two years.

Question                                                        Instructions for
 Electronic Filing

1. Member Organization                                          The name of your firm has
 been filled in for you. Should this name appear incorrectly, please contact

                                                                immediately:

                                                                Enterprise Service Center
 212-383-2062.

2. Name of Applicant                                            Type the first name,
 middle initial and last name of the Applicant.

3. CRD# and/or SS#                                              Type the CRD number and/
or the social security number of the Applicant.

4. Employment Date                                              Type the month, day and
 year the Applicant was employed with the firm.

5. U-4 has been filed?                                          You must answer either
 Yes or No in response to this question to indicate whether the 

Form U-4 has been

                                                                filed with the CRD. A 

Form U-4 must be filed with the CRD requesting the applicable registration category
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                                                                for the Applicant.

6. Are the Applicant's Continuing                               You must answer either
 Yes, No or N/A in response to this question to indicate whether the Applicant has

Education requirements fulfilled?                               completed their
 Continuing Education requirement. If your answer is No, you must explain in the space

                                                                provided the details.

7. Does the Applicant have a disciplinary                       You must answer either
 Yes or No in response to this question to indicate whether the Applicant has any yes

history?                                                        answers on Page 3 of the 

Form U-4. If your answer is Yes, you must explain the details in the space provided.

8. Types and Dates of Prior Securities                          List the types and dates
 of each securities industry examination previously passed by the Applicant. Include

Industry Examinations                                           the dates that the
 examinations expired (if applicable).

9. Securities Industry Related Experience                       Provide a summary of the
 Applicant's securities industry related experience and any other basis for the

and Basis for Request                                           request. Include names of
 employers, dates of employment experience, length of employment(s) and date of

                                                                termination for the most
 recent securities industry related employer.

10. Name of Registration/Compliance                             This information defaults
 to the User, however, you can modify it if necessary. (The firm may print the
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Contact                                                         request and keep a copy
 for its own records.)

After submitting the request, you will then be able to check on the status. If the status
 is Pending, the request is under review. When a request is Granted or

Denied, you may print out the disposition letter from the EFP system.

                                                                                         
               

EXHIBIT A(4)

Q&R REQUESTS 

- INSTRUCTIONS FOR 

SERIES 7A, SERIES 9/10, SERIES 12, SERIES 14 AND SERIES 21 EXAMINATION

WAIVER/REINSTATEMENT REQUESTS (These examinations have prerequisite examination
 requirements.)

NOTE: An Examination 

Waiver request is made on behalf of a candidate who was 

never previously registered. An Examination

Reinstatement request is made on behalf of a candidate who 

was previously registered, but who has not been registered within the past two

years.
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Question                                                        Instructions for
 Electronic Filing

1. Member Organization                                          The name of your firm has
 been filled in for you. Should this name appear incorrectly, please contact

                                                                immediately:

                                                                Enterprise Service Center
 212-383-2062.

2. Name of Applicant                                            Type the first name,
 middle initial and last name of the Applicant.

3. CRD# and/or SS#                                              Type the CRD number and/
or the social security number of the Applicant.

4. Employment Date                                              Type the month, day and
 year the Applicant was employed with the firm.

5. U-4 has been filed?                                          You must answer either
 Yes or No in response to this question to indicate whether the 

Form U-4 has been

                                                                filed with the CRD. A 

Form U-4 must be filed with the CRD requesting the applicable registration category

                                                                for the Applicant.

6. Are the Applicant's Continuing                               You must answer either
 Yes, No or N/A in response to this question to indicate whether the Applicant has
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Education requirements fulfilled?                               completed their
 Continuing Education requirement. If your answer is No, you must explain in the space

                                                                provided the details.

7. Does the Applicant have a disciplinary                       You must answer either
 Yes or No in response to this question to indicate whether the Applicant has any yes

history?                                                        answers on Page 3 of the 

Form U-4. If your answer is Yes, you must explain the details in the space provided.

8. Were Exam Prerequisites Fulfilled?                           You must answer either
 Yes or No in response to this question to indicate if the Applicant has satisfied the

                                                                prerequisite examination
 for this registration request.

9. Types and Dates of Prior Securities                          List the types and dates
 of each securities industry examination previously passed by the Applicant. Include

Industry Examinations                                           the dates that the
 examinations expired (if applicable).

10. Securities Industry Related Experience                      Provide a summary of the
 Applicant's securities industry related experience and any other basis for the

and Basis for Request                                           request. Include names of
 employers, dates of employment experience, length of employment(s) and date of

                                                                termination for the most
 recent securities industry related employer.

11. Name of Registration/Compliance                             This information defaults
 to the User, however, you can modify it if necessary. (The firm may print the
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Contact                                                         request and keep a copy
 for its own records.)

After submitting the request, you will then be able to check on the status. If the status
 is Pending, the request is under review. When a request is Granted or

Denied, you may print out the disposition letter from the EFP system.

                                                                                         
               

EXHIBIT A(5)

Q&R REQUESTS 

- INSTRUCTIONS FOR 

SERIES 9/10 AND SERIES 12 EXPERIENCE ACCEPTABILITY REQUESTS

Question                                                        Instructions for
 Electronic Filing

1. Member Organization                                          The name of your firm has
 been filled in for you. Should this name appear incorrectly, please contact

                                                                immediately:

                                                                Enterprise Service Center
 212-383-2062.

2. Name of Applicant                                            Type the first name,
 middle initial and last name of the Applicant.

3. CRD# and/or SS#                                              Type the CRD number and/
or the social security number of the Applicant.
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4. Employment Date                                              Type the month, day and
 year the individual was employed with the firm.

5. U-4 has been filed?                                          You must answer either
 Yes or No in response to this question to indicate whether the 

Form U-4 has been

                                                                filed with the CRD. A 

Form U-4 must be filed with the CRD requesting the applicable registration category

                                                                for the Applicant.

6. Are the Applicant's Continuing                               You must answer either
 Yes, No or N/A in response to this question to indicate whether the Applicant has

Education requirements fulfilled?                               completed their
 Continuing Education requirement. If your answer is No, you must explain in the space

                                                                provided the details.

7. Does the Applicant have a disciplinary                       You must answer either
 Yes or No in response to this question to indicate whether the Applicant has any yes

history?                                                        answers on Page 3 of the 

Form U-4. If your answer is Yes, you must explain the details in the space provided.

8. Has the Applicant Passed Series 7                            You must answer either
 Yes or No in response to this question to indicate whether the Applicant has passed

Exam?                                                           the Series 7 exam
 prerequisite.
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9. Types and Dates of Prior Securities                          List the types and dates
 of each securities industry examination previously passed by the Applicant. Include

Industry Examinations                                           the dates that the
 examinations expired (if applicable).

10. Securities Industry Related Experience                      Provide a summary of the
 Applicant's securities industry related experience and any other basis for the

and Basis for Request                                           request. Include names of
 employers, dates of employment experience, length of employment(s) and date of

                                                                termination for the most
 recent securities industry related employer.

11. Name of Registration/Compliance                             This information defaults
 to the User, however, you can modify it if necessary. (The firm may print the

Contact                                                         request and keep a copy
 for its own records.)

After submitting the request, you will then be able to check on the status. If the status
 is Pending, the request is under review. When a request is Granted or

Denied, you may print out the disposition letter from the EFP system.

                                                                                         
               

EXHIBIT B

                               

NYSE QUALIFICATIONS AND REGISTRATIONS
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EXAMINATION REQUIREMENTS

Registration Category                           Exam Required                   Training/
Experience                    Prerequisites/Other Requirements                         CE

                                                                                

Requirements                                                                             
       Session

Registered Options Principal                    Series 4                        No
 training period                     No prerequisite exams                               
     201

(OP)

Investment Company and                          Series 6                        2 month
 training period                1 month pre-exam waiting period                         
 101

Variable Contracts Products

Representative 

(IR)

General Securities Registered                   Series 7                        4 month
 training period                2 month pre-exam waiting period                         
 101

Representative 

(GS)

Securities Trader 
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(TR)                          Series 7                        No training period         
            No waiting period                                        101

Trading Supervisor 

(TS)                         Series 7                        No training period          
           No waiting period                                        201

Member Conduct Public                           Series 7A                       N/A     
                               Prerequisite - Series 15 (NYSE Floor                    
 101

Business on NYSE Floor 

(PM)                                                                                     
       Member exam). Submit letter requesting

                                                                                         
                              examination to the NYSE Qualifications

                                                                                         
                              & Registrations Dept.

Clerk Conducting Public                         Series 7A or (former)           3 month
 training period & 3 day        Prerequisite - Must be approved as a TA                 
 101

Business on NYSE Floor 

(PC)                     Series 7B                       class for Series 25 prerequisite
       or SC and have passed the Series 25 (TA)

                                                                                         
                              or 21 (SC). Submit letter requesting

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

765

http://researchhelp.cch.com/License_Agreement.htm


                                                                                         
                              examination to the NYSE Qualifications

                                                                                         
                              & Registrations Dept.

Branch Office Manager 

(BM)                      Series 9 + 10 or (former)       3 years experience as RR       
        Prerequisite - Series 7                                  201

                                                Series 8 or Series 4 + 10 or

                                                Series 12 + Series 4 +

                                                Series 53\*/ or Series 41\**/

                                                + Series 4 + Series 53

Securities Manager 

(SM)                         Series 12                       3 years experience as RR
 (except       Cannot supervise options or municipals                   201

                                                                                Direct
 Access Floor members)

Compliance Official 

(CO)                        Series 14                       No training period           
          Prerequisite - Series 8 or 9 + 10. Submit                201

                                                                                         
                              Series 14 Application to the NYSE

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

766

http://researchhelp.cch.com/License_Agreement.htm


                                                                                         
                              Qualifications & Registrations Dept.

Compliance Official - Specialist                Series 14A                      No
 training period                     No prerequisites. Submit Series 14A                 
     N/A

(CF)                                                                                     
                              Application to the NYSE Qualifications &

                                                                                         
                              Registrations Dept.

Member 

(ME)                                     Series 15                       2 week NYSE
 training program           Submit U-4 & Addendum forms (ADG                         N/A

                                                                                         
                              2,3,4,5,7) to the NYSE Membership

                                                                                         
                              Services Dept.

Supervisory Analyst 

(SA)                        Series 16                       3 years experience in
 securities or    NYSE must approve experience and                         201

                                                                                financial
 analysis within the last 6   authorize exam

                                                                                years

UK Limited Representative 
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(IE)                  Series 17                       4 month training period            
    Certification by foreign SRO                             101

Front Line Specialist Clerk 

(SC)                Series 21                       6 months on-the-job training         
  Prerequisite - Must be approved as a TA                  N/A

                                                                                period
 under direction and             and have passed the Series 25. Submit

                                                                               
 supervision of Specialist              Series 21 Application to the NYSE

                                                                                         
                              Qualifications & Registrations Dept.

Direct Participation                            Series 22                       2 month
 training period                1 month pre-exam waiting period                         
 101

Representative 

(DR)

Trading Assistant 

(TA)                          Series 25                       3 month on the job training
 period     Prerequisite - approval as an FE. Exam not               N/A

                                                                                and 3 day
 NYSE classroom               to be taken until expiration of 3 month

                                                                                training 
                              training period and 3 day class completed.
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                              Submit Series 25 Application to the NYSE

                                                                                         
                              Qualifications & Registrations Dept.

Canadian Limited Representative                 Series 37                       No
 training or waiting period          Certification by foreign SRO                        
     101

[includes options] 

(CN)

Canadian Limited Representative                 Series 38                       No
 training or waiting period          Certification by foreign SRO                        
     101

(CD)

Japanese Limited Representative                 Series 47                       No
 training or waiting period          Certification by foreign SRO                        
     101

(JP)

Municipal Securities                            Series 52                       2 month
 training period                1 month pre-exam waiting period                         
 101

Representative 

(MR)
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Securities Lending                              No exam required                No
 training period                     No prerequisite exams. Submit Code of               
     101

Representative 

(LE)                                                                                     
               Ethics to the NYSE Qualifications &

                                                                                         
                              Registrations Dept.

Securities Lending Supervisor                   No exam required                No
 training period                     No prerequisite exams. Submit Code of               
     201

(LS)                                                                                     
                              Ethics to the NYSE Qualifications &

                                                                                         
                              Registrations Dept.

Allied Member 

(AM)                              Dependent upon duties           Depends on functions   
                Submit Addendum forms (ADG 2,3,4,5)                      201

                                                (e.g. CFO & COO - Series                 
                              to the NYSE Qualifications &

                                                27)                                      
                              Registrations Dept. Exam, if any,

                                                                                         
                              determined by function.

Approved Person 
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(AP)                            No exam required                No training period       
              No fingerprints required                                 N/A

{Individual¶

Approved Person 

(AP) {Entity¶                   No exam required                No training period       
              Submit 

Form AP-1 to the NYSE                             N/A

                                                                                         
                              Qualifications & Registrations Dept.

Floor Employee 

(FE)                             No exam required                No training period      
               Submit Floor Badge Application Form and                  N/A

                                                                                         
                              Security Data Entry Sheet to the NYSE

                                                                                         
                              Qualifications & Registrations Dept.

\*/Series 53 is the Municipal Securities Principal Exam, NYSE does not

approve MP registration category.

\**/Series 41 is the NYSE Allied Member Exam, eliminated in

1985.
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EXHIBIT C

EFP User Information Sheet - Qualifications and Registrations Requests Application -

Firm Name:

I. EFP Users: Please enter information for employees that need access to the Q&R
 application.

        

Employee          Employee           Employee             Employee          First-Time
 Access Code

          

Name          Phone Number       E-Mail Address          Title            (see
 explanation below)

First-Time Access Code: Each employee needs to create a 6-character (numbers and/or letters) access
code. The employee will use this code when first accessing the EFP website. The code should be treated as
private information, shared only between the employee and the individual submitting this form.

If the employee presently has access to EFP, please enter ‘ALREADY HAS ACCESS’.

II. Technical Contacts: Individuals that maintain the desktop environment and Internet
 access for the above employees.

        

Employee          Employee           Employee             Area of             Hours of

          

Name          Phone Number       E-Mail Address      Responsibility         Support

III. Please indicate if your organization can meet the following technical requirements
 for user workstations. (circle one)

Windows 95, Windows 98, or Windows NT 4.0 operating system                               
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YES              NO

166 MHz Pentium processor or faster                                                      
                       

YES              NO

At least 32 Mb of RAM                                                                    
                       

YES              NO

Internet Explorer version 4.01 (or later), or Netscape version 4.5 (or later)            
                       

YES              NO

Internet access, with a minimum connection speed of 28.8 kbs                             
                       

YES              NO

Please 

fax or 

mail completed information sheets to:                            Patricia Neil           
  Mailing Address

                                                                               FAX:
 212-656-2576         New York Stock Exchange, Inc.

                                                                               Phone:
 212- 656-2594      Qualifications and Registrations Department

(Do 
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NOT e-mail this information)                                                             
            20 Broad Street, 22nd Floor

                                                                                         
                New York, New York 10005

                                                                                         
                Attention: Patricia Neil

Issue 6

Member Firm Regulation

January 2001

Special Examinations

In addition to our routine examination program, the Division, in 2000 either on its own or in conjunction with
the SEC and other SROs, conducted special examinations of member organizations in order to assess
specific issues or concerns. Specifically, we participated in the examinations of 28 broker-dealers across
the country to address their preparedness for decimal pricing in both listed and OTC markets. These
examinations looked at the following:

•a review of the data used to support a member organization's responses to the survey

•funding for decimal pricing

•staffing for decimal pricing

•contingency plan

•implementation plan for equities and options markets

•board of directors/trustees reports and actions

•decimal pricing steering committee reports and actions

•progress reports to management

•internal and external auditors' reports

•other decimal pricing disclosures

NYSE Rule 438, which was approved by the SEC on June 20, 2000, authorizes the Exchange to require that
members and member organizations participate in a decimalization testing and implementation process in a
manner and frequency prescribed by the Exchange.

Another area that resulted in special examinations being conducted was day trading. We reviewed the
activity of several day trading clearing firms in order to assess day trading risk and margin calculations. (see
separate article on new day trading-margin rule initiative filed with the SEC).

Additionally as a result of the significant increase and concerns surrounding margin debits, the Division
conducted special examinations of several large broker dealers. Individually, these firms had the greatest
amounts of overall margin debt as of March 31, 2000 and April 28, 2000, and in aggregate, represented 33%
of the total margin debt reported by all NYSE members.
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The examinations included reviews of customer margin accounts with the largest debit balances. The review
was focused on determining whether accounts were adequately secured, contained concentrated positions
and on identifying and quantifying the type and quality of the collateral securing the margin debits. The review
also included an evaluation of supervisory procedures and internal controls/risk management tools used to
monitor and control risk in customer margin accounts and to ensure compliance with NYSE Rule 431.

Electronic Filing Platform (“EFP”) Update

At the beginning of the year, Member Firm Regulation (“MFR”) used EFP to receive the members and
member organizations millennium transition questionnaires. Since then we have used it to receive the
decimalization survey and branch office applications. Recently, the platform was also used to receive Rule
123 surveys.

The EFP will be used by MFR as its regulatory filing platform and we will begin to migrate more applications
to it. We will, therefore, request that members and member organizations register one or multiple individuals
with the Exchange as EFP filing administrators. These individuals will be our primary contact with regards
to issues surrounding file transmissions and will be the individual(s) you assign to receive or collect reports
or other data elements requested by the NYSE for electronic filings. Additionally, these individuals will be
responsible for receiving our requests for electronic filings and disseminating the request to the appropriate
departments for timely responses.

Our next application to migrate to EFP will be our member organization profile which contains key regulatory
information on our members and member organizations. This information has in the past been collected by
paper surveys or reports and will shortly be done through EFP. We will send you the information currently
existing on our profile and you will be asked to update it for any changes. We plan to make this data available
to you periodically for validation. We will issue a separate information memo announcing this profile and we
look to issue other updates as our migrations to EFP continue. Thank you for your cooperation on this effort.

PAIB - Proprietary Accounts of Introducing Brokers Update

On September 12, 2000, the Exchange released Interpretation Memo 00-6, which clarifies several PAIB, SEA
Rules 15c3-1 and 3-3 interpretations:

•proprietary accounts of other broker/dealers,

•DVP/RVP account treatment,

•piggyback arrangements,

•aged commissions receivables,

•total PAIB Debits treatment

•customer concentration.

The examination findings this year have been cited under SEA Rule 15c3-3 are the following:

-Failure to exclude the portion of the PAIB debit balance by the amount by which any one PAIB debit balance
exceeds 25% of TNC;

-Incorrectly included credit balances of affiliated broker/dealers in the PAIB formula; and,

-Failure to include PAIB credits representing short sales in proprietary accounts of correspondents in the
PAIB formula.

As a reminder, the following is a list of the PAIB interpretation and information memos the Exchange has
released:

Interpretations
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•Number 98-10, dated December 10, 1998

•Number 99-6, dated May 27, 1999

•Number 00-6, dated September 12, 2000

Information Memos

• Number 99-21, dated April 27, 1999

• Number 99-26, dated May 28, 1999

Qualifications and Registrations Update

Effective November 13, 2000, NYSE members and member organizations, who are not members of NASD,
Inc., began to electronically file Forms U-4 and U-5 for registered employees through the Web CRD SM

system. Please refer to Information Memo Number 00-25 which provides details regarding the new filing
procedures and the conversion of NYSE records to the Web CRD.

During the first quarter 2001, the Exchange will be rolling out a new system that will allow members and
member organizations to electronically submit requests for Training Period Waivers, Examination Waivers
and Experience Acceptability through the Electronic Filing Platform (EFP). An Information Memo providing
details and instructions will be issued prior to the implementation of the new system.

Pending Rule Filings

Rule 431 - Day Trading

On December 9,1999, the Exchange filed with the SEC (File No. SR-NYSE-99-47) proposed amendments
to Rule 431 (“Margin Requirements”) relating to day trading activities in customer accounts. Generally, the
rule amendments require that minimum levels of equity and margin be deposited and maintained in customer
accounts sufficient to support the risks associated with day trading.

The proposed amendments define the term “pattern day trader” as any customer who executes four (4) or
more trades within five (5) business days. However, if the number of day trades is 6% or less of total trades
for the five (5) business day period, the customer will not be considered a pattern day trader and these
special requirements will not apply.

Further, the amendments require day traders to maintain special maintenance margin commensurate with
their levels of day trading activity.

The proposed amendments also provide that a pattern day trader must maintain minimum equity of $25,000
at all times in the account. In addition, the proposed rule provides for a prohibition on utilizing “cross
guarantees” otherwise permitted in margin accounts.

Amendment No. 1 to SR-NYSE-99-47, making certain clarifying changes to the proposed rule, was filed with
the SEC on September 8, 2000. Specifically, the clarifying changes address the situation where a customer
(who may have established a prior trading pattern at a firm) resumes day trading in an existing account after
having not engaged in day trading for any amount of time. Under this amendment, such customer will be
required to meet the $25,000 minimum equity requirement of the Rule.

The Exchange intends that the amendments to Rule 431 relating to day trading will become effective six
months from the date of SEC approval.

The Exchange has also responded to the SEC concerning the many comment letters received regarding this
rule filing, (by letter dated September 20, 2000) and is now awaiting SEC approval of the filing.

Approved Rule Filing and Information Memos
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The New Branch Office Application

The Branch Office Application is the form utilized by Exchange members and member organizations to
request Exchange approval of new branches.

The Exchange revised the Branch Office Application to provide more detailed information concerning the
personnel and activities of a proposed branch office. Since June 1, 2000, all branch office applications must
be submitted utilizing the new form. Branch Office Applications are filed electronically with the Exchange via
EFP, which is a secure, Internet-based application.

The new Form requires such additional information as:

•A description of the types of activities to be conducted and the products to be offered at the branch office;

•The estimated number of accounts to be serviced by the branch office;

•Whether the branch office has been acquired from another broker-dealer or financial institution;

•Where required records pertaining to the branch office are maintained;

•Whether any persons other than the member organization have a financial interest in the branch office; and

•A list of all registered personnel assigned to the branch office.

In addition, the revised Form requires information regarding whether the office space will be shared with any
other person or organization, and, if so, requires an indication of how the arrangement complies with the
Exchange's space sharing rule (i.e., Rule 343).

For a more detailed discussion of the new Branch Office Application form and the electronic filing process,
see NYSE Information Memo No. 00-10, dated April 28, 2000.

Electronic Capture of Orders on the Floor (Rule 123(e))

In December 2000, the Securities and Exchange Commission approved new Rule 123(e) to require that the
details of an order must be recorded in an electronic system on the Floor prior to the order being represented
or executed.

The specific data required to be recorded is:

1. Symbol;

2. Clearing member organization;

3. Unique order identifier;

4. Member or member organization recording the order details on the Floor;

5. Number of shares or quantity of security;

6. Side of market (e.g., buy, sell long, sell short, sell short exempt);

7. Market, limit, stop or stop limit designation;

8. Limit price and/or stop price;

9. Time in force (e.g., day, GTC, GTX);

10. Held or not held designation;

11. Special conditions (e.g. Rule 10b-18 or “G” order and any request by a customer that the order not be
displayed);

12. System-generated time-stamp of the recording the order details on the Floor, any modification of terms of
the order or cancellation of the order;

13. Such other information as the Exchange may from time to time require.
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Members and member organizations may use an Exchange system, such as the Broker Booth Support
System (“BBSS”), or a proprietary or third party system to electronically record order details. If a proprietary or
third party system is used, that system must be capable of transmitting details of all orders to the Exchange
database.

Transactions initiated on the Floor by a registered competitive market maker, a competitive trader or a
specialist for their own account are not subject to the new requirements.

Rule 123(e) will become fully effective in September 2001 for all members and member organizations.
During 2001, periodic reminders concerning the full compliance date will be issued. In addition updates as to
progress on the design of the NYSE systems to accommodate electronic entry of order details, including any
testing requirements, will also be made periodically.

Amendments to Rule 104 (Dealings by Specialists)

On July 31, 2000, the SEC approved amendments to Rule 104 that require certain specialist units to meet
increased capitalization standards. (Release No. 34-43098; File No. SR-NYSE-99-46). As noted in the
last Newsletter (Issue 5), the amendments are a response to a trend over the past several decades in
which consolidation among specialist units has occurred while the number of stocks listed on the Exchange
has dramatically increased. In order to address the impact of market volatility on the Specialist System,
the amendments require that any specialist unit, whose market share of certain designated concentration
measures is greater than 5%, be subject to a revised method of calculating its “net liquid asset” requirement.

Please refer to NYSE Information Memo Number 00-20 dated August 21, 2000 for additional detail as well as
for the complete text of the amendments.

Rule 410 (Records of Orders) Information Memo

On July 21, 2000, the Exchange released Information Memo Number 00-19 which emphasizes the
importance of strict compliance with order entry timing requirements relating to account designation.

The Memo focuses on Exchange Rule 410 which states, in part, that before an order is executed on the
Exchange Floor “there shall be placed upon the order slip or other record of the member, or his organization
the name or designation of the account for which such order is to be executed”. Failure to do so may reflect
the presence of a course of conduct to improperly allocate to select clients, or to accounts in which the
registered representative has an interest, thus giving inordinate opportunity for allocating trades predicated
upon post-execution market fluctuations.

Also addressed are related rules pertaining to transactions executed away from the Floor and a clarification of
the Interpretation pertaining to designation of accounts handled by investment advisers.

Revisions to Format AP-1

NYSE Rule 304(h) requires that “[a]ny person who controls a member or member organization, or who
engages in a securities or kindred business and is controlled by or under common control with a member
organization but is not a member or allied member or an employee of a member organization shall apply for
approval by the Exchange as an approved person,

The form used to apply for approved person status, FORM AP-1, has been revised. Approved by the SEC
on July 31, 2000 (Release No. 34-43098; File No. SR-NYSE-99-46), the new form requires greater detail
regarding both the nature of an Applicant's business and the Applicant's relationship with the member
organization. In addition, several formatting changes make the Form clearer and easier to use. For additional
information, see NYSE Information Memo Number 00-21 dated September 12, 2000.

Amendments to Rule 37 (Visitors)
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Recent amendments to Rule 37, approved by the SEC on June 28, 2000, expand the category of officials
authorized to allow visitors access to the Floor. The amended Rule reads as follows:

Visitors shall not be admitted to the Floor of the Exchange except by permission of an Officer of the
Exchange, a Senior Floor Official, a Floor Governor, or a Floor Director between the hours of 10:00 a.m. and
3:30 p.m. Approval of an Exchange Officer or a Floor Director (or Senior Floor Official or Floor Governor in
the absence of the Floor Directors) is required to bring visitors onto the Floor 30 minutes before or after the
opening and 30 minutes prior to closing. For additional information, see SEC Release No. 34-42990; File No.
SR-NYSE-00-28.

Regulatory Issues for Floor Brokers

Recent SEC Rulings that Directly Affect Members

The Securities and Exchange Commission recently issued two examination findings that impact the Floor and
the methods for billing and accruing floor brokerage revenue. Quoting directly from the SEC Oversight Letter:

“ Rule 17a-3(a)(2) was violated in that the firm failed to maintain accurate ledgers (or other records) in respect
to its accounting for floor brokerage revenue and related commissions receivable. The firm's records do not
accurately reflect the underlying economic agreement between the firm and its counterparts. The practice of
billing counterparts for amounts that the firm does not reasonably expect to receive renders the firm's books
and records inaccurate.”

“Moreover, in accruing floor brokerage revenue and related commissions receivable, the recognition of floor
brokerage revenue should accurately reflect the compensation arrangement established between the floor
broker and each individual counterpart to its services. If the amount of floor brokerage revenue earned in a
relationship for an independent counterpart is not determinable, no revenue should be recognized.”

Acceptable Brokerage Billing/Accrual Practice

Bills for floor brokerage earned should reflect the agreed upon rate between the parties. Member
organizations that are billed based upon such an arrangement are expected to pay the full amount owed
absent a reasonable basis for doing otherwise in a particular circumstance such as a bona fide error and/
or exception contained within the bill. The reasons) for any differences) between the amount billed and the
amount collected should be documented in writing and made a permanent part of the billing records.

In addition, the accrual of revenue should be based upon the agreement between the floor broker and each
individual counterpart, and if the amount is not determinable, no revenue should be included for accrual
purposes.

All members and member organizations are expected to comply with the above. For additional information,
see NYSE Information Memo 00-27 dated December 6, 2000.

Pending Rules that Directly Affect Members

There are two rules pending approval by the SEC that directly affect the reporting requirements for members.
These pending rules will require the following:

Pending Rule 134.40 will require that every member not associated with a member organization, and
every member associated with a member organization, which derives at least 75% of its revenue from floor
brokerage based on execution of orders on the Floor, to report to the Exchange error transactions in such
member's or his or her member organization's account, which result in a profit of more that $500 for any
transaction, or for more than $3,000 in any calendar week.

The Exchange plans to collect error trade information on a schedule to be filed along with the FOCUS Report.
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Pending Rule 407A will require that each member promptly report to the Exchange any securities account,
including an error account, in which the member has, directly or indirectly, any financial interest or the power
to make investment decisions, which is at a member or nonmember broker/dealer, investment advisor, bank
or other financial institution.

The Exchange is developing an electronic filing application to receive the foregoing information.

Examination Findings

Financial and Operational

SEA Rule 15c3-3 - hindsight deficiencies due to “window dressing”. The window dressing was accomplished
by recalling customer stock loan on Friday and relending again on Monday and/or effecting stock borrows on
Friday to reduce a customer stock loan through the allocation procedure.

SEA Reserve Account - Rule 15c3-3 hindsight deficiencies resulted from funding the reserve bank account
from an overdrawn bank account considered an unsecured “day loan”. The 15c3-3 reserve account was
covered by an agreement with the bank that failed to include required cross lien language. In addition,
hindsight deficiencies resulted from failure to substitute reserve deposit securities on a timely basis.

Internal Controls - customers and principals of a correspondent were permitted to acquire large concentrated
positions and NYSE margin maintenance requirements were not met.

Prime Broker Arrangements - “Doing Business As” (D/B/A) Accounts - Proper disclosure was not made to the
executing broker as to the beneficial owner of the accounts.

Day Trading - DVP/ RVP transactions effected in margin accounts instead of cash accounts. Day trading
margin calls were not applied to prime broker and DVP/RVP accounts.

Sales Practice

Continuing Education

•A review of the Continuing Education “Inactive List” for Regulatory Element compliance disclosed registered
representatives at several firms acting in a registered capacity during their inactive period. Commissions were
generated during the inactive period.

•A review of the Firm Element disclosed that registered sales assistants were not required to take CE training.

•Failure to supervise incoming/outgoing e-mail correspondence

Cold Calling

•A review of customer accounts and RRs disclosed numerous accounts located in foreign countries that
indicate RRs might be cold calling customers contrary to the laws of those countries, which prohibit cold
calling of retail customers.

Callable CDs

•A review of callable CDs disclosed that these CDs are being reflected at par on the customers' statements
when their true value is less. This is misleading to the customer and overstates the true equity in the account.

Account Designations and Trade Allocations

•A review of phoned-in orders disclosed no evidence of RRs designating account numbers to the trading
desks when entering the order. The time between executions of trades and allocations of the orders in some
instances ranged from 12 minutes to the next day.
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Specialists

NYSE Rule 116.40 - Stopping Stock on Market-On-Close Orders

•Failure to report the imbalance and paired-off share amounts as separate prints;

•Failure to calculate correctly the closing imbalance and/or the stopped stock executions;

•Failure to properly execute MOC/LOC orders.

SEA Rule 15c3-1-Net Capital Rule

•Failure to compute market blockage charges for thinly traded specialty stocks.

NYSE Rule 79A-15 and SEA Rule 11Ac-1- Updating of Quotes

•Failure to update the quote within 30 seconds for limit orders that bettered the market.

NYSE Rule 91.10 - Confirmation of Transactions

•Failure to obtain double yellows.

NYSE Rules 123A.30 - Percentage Orders and 123A.40 Stop Orders

•Failure to obtain floor official approval on stop orders elected by the specialist;

•Failure to satisfy the 10,000 share or $500,000 requirement to convert percentage orders.

Floor Brokers

NYSE Rule 35 - Floor Employees to be Registered

•Failure to notify security within 24 hours of the termination of floor employees;

•Failure to return badges of terminated floor employees to Security within five (5) business days of
termination. (See Info Memo 99-20 for further detail)

NYSE Rules 90 and 91- Dealings by Members of the Exchange

•Errors deemed to be customer accommodations and not bona fide errors.

NYSE Rules 410(a) and 123; SEA Rule 17a-3 - Record of Orders

•Failure to maintain all original or copies of original order tickets left with the specialist;

•Failure to mark sell orders long or short;

•Failure to time stamp order tickets.

NYSE Rules 134(d) and 342 - Supervision

•Failure to provide audit trail data or a written explanation of the error;

•Failure to obtain and review employee(s) brokerage accounts.

SEA Rule 17f-2 - Fingerprinting

•Failure to provide copies of fingerprinting to Exchange examiners.

Continuing Education
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Series 6 Continuing Education Program

The new Series 6 program is the third component of the Regulatory Element of Continuing Education. The
other two programs are the General Program (101) and the Supervisors Program (201): Registered persons
take one of the three programs based upon their registration category.

It is expected that the Series 6 program (106), designed for Investment Company Products/Variable
Contracts Limited Representatives, will begin to be offered at the Prometrics Centers by the first quarter
of 2001. This Series 6 program is computer-based training which covers topics specific to the business
which Series 6 registrants conduct. An updated Content Outline for the Regulatory Element, listing the topics
covered by both the General (101) and Series 6 (106) continuing education programs, as well as the details
of the new program, will be available on the NYSE website www.nyse.com/regulation shortly.

Like the General Program, the Series 6 program is organized into seven modules. While the content is
specific to the respective registration categories covered by each program, the subject titles for modules 1
through 6 in both the General and Series 6 programs are the same. The subject titles of module 7 will vary
according to which program the person is taking.

Floor Continuing Education Program

The Exchange is developing a continuing education program for the Floor Members. The continuing
education program will be computer-based training consisting of scenarios relating to issues and situations,
which arise in our marketplace. Delivery of the program is expected to begin in 2001.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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January 11, 2001

  

Arbitration

 ATTENTION: MANAGING PARTNER, CHIEF EXECUTIVE OFFICER, CHIEF OPERATIONS OFFICER,
CHIEF FINANCIAL OFFICER, COMPLIANCE AND LEGAL DEPARTMENT

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO NYSE PILOT PROGRAMS FOR MEDIATION (RULE 638) AND
ADMINISTRATIVE CONFERENCES (RULE 639)

The Securities and Exchange Commission recently approved amendments to the New York Stock Exchange,
Inc, (“Exchange”) pilot programs for mediation and administrative conferences. The pilot programs have also
been extended to December 30, 2002. The amendments are described below and the rule amendments
themselves are attached as Exhibit A.

Rule 638 Mediation

The pilot mediation program, as amended, provides for a single mediation session (4 hours or less), in all
cases, where the amount of the claim is $250,000 or more. The threshold for mediation has been lowered
from $500,000 to $250,000. The amended pilot will also include cases involving customers. To continue to
encourage the parties to mediate, the Exchange will pay the mediator's fee, up to a maximum of $500, for
the first session. In all other cases, mediation will be available upon the consent of the parties at their own
expense.

Rule 638, as amended, will also allow parties to mediate their dispute as an alternative to filing for arbitration
directly. If the parties agree, they may mediate any matter eligible for arbitration under the Constitution
and Rules of the Exchange. To begin mediation, the parties must file with the Exchange an agreement to
mediate and pay a non-refundable filing fee determined under the Schedule of Fees for arbitration set forth
in Rule 629. If mediation is not successful in resolving the dispute, the filing fee will be applied to commence
arbitration.

Rule 639 Administrative Conferences

The pilot administrative conference program, as amended, requires an administrative conference between
the parties and arbitrators in all cases where the amount of the claim is $250,000 or more. The threshold
for the administrative conference has been lowered from $500,000 to $250,000. The initial pilot required the
Director to schedule the conference within 30 days after the respondent files the answer. As amended, the
Director shall schedule the conference within 90 days after the Director serves the Statement of Claim, unless
all parties request that the Director schedule it later. As amended, the chairperson will conduct the conference
by telephone although the chairperson may request that the conference be held in-person. As amended, only
the chairperson will conduct the conference although the chairperson may request that all of the arbitrators
attend the conference. As amended, in any claim involving a public customer, a public arbitrator will conduct
the conference, unless the public customer demands a securities arbitrator.

Any questions about these rules may be directed to Robert S. Clemente, Director of Arbitration, (212)
656-5608; or Harry Albirt, Manager, (212) 656-2775.

James E. Buck
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Senior Vice President & Secretary

Attachments

Rule 638. Mediation

(a) Mediation Pending Arbitration

(1) A single mediation session of up to four hours will be conducted in all cases submitted for arbitration
where the amount of the claim is $250,000 or more.

(2) The New York Stock Exchange will provide the parties with a mediator. The mediator's fee for the single
mediation session shall be $500 and shall be paid by the New York Stock Exchange. If the parties select a
mediator of their own choosing, from outside the list of proposed mediators, they shall be responsible for any
difference in the mediator's fee. If the parties desire they can extend the mediation beyond the first session at
their own expense.

(3) Unless the parties agree on a mediator, the Director of Arbitration will send the parties a list of five
proposed mediators together with the mediators' biographical information described in Rule 608. The parties
shall have ten days to agree on a mediator from the list or chose their own mediator. If no agreement is
reached, the Director of Arbitration will select a mediator from the list unless all the names on the list are
objected to by the parties. In that instance, the Director of Arbitration will appoint a mediator from outside the
list.

(4) Unless otherwise agreed to by the parties, mediation shall not delay the arbitration.

(5) The mediation shall be confidential and no record kept of the proceeding. The mediator will not be
permitted to act as an arbitrator in the same case and the mediator shall not be called to testify in any
proceeding regarding the mediation.

(6) In all matters submitted to arbitration, mediation shall be available upon the consent of the parties, at their
own expense.

(b) Mediation Prior to Arbitration

(1) If the parties agree, any matter eligible for arbitration under the Constitution and Rules of the New York
Stock Exchange may be mediated at the Exchange. To begin a mediation under this paragraph, the parties
must file with the Exchange an agreement to mediate.

(2) At the time of filing an agreement to mediate, a party shall pay a non-refundable filing fee to the Exchange
as required for the filing of an arbitration for the same amount in dispute under Rule 629 (Schedule of Fees)
unless the fee is waived by the Director of Arbitration. The parties are directly responsible for the payment of
the mediator's fee.

(3) If the case does not settle after mediation, the non-refundable filing fee will be applied to the non-
refundable filing fee if a party elects to commence arbitration.

Rule 639. Administrative Conferences.

In all cases where the amount of the claim is $250,000 or more, the parties shall attend an administrative
conference with the arbitrators. The Director of Arbitration will schedule the conference within 90 days
after the Director serves the Statement of Claim, unless all parties request that it be scheduled later. The
Administrative Conference will be conducted by telephone with the chairperson presiding. In any claim
involving a public customer, a public arbitrator will conduct the administrative conference, unless the public
customer demands, in writing, a securities arbitrator. The chairperson shall have discretion to conduct the
conference in.—person and may request that all of the arbitrators attend the conference.
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At the conference, the Arbitrator(s) may establish a schedule for discovery and the hearing, issue subpoenas
and direct the appearance of witnesses, and resolve or narrow any other issue which may expedite the
arbitration.

Rules 638 and 639 approved on a two-year basis through December 30, 2002.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Market Surveillance

 TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW RULE 80A COLLARS AND RULE 80B CIRCUIT BREAKER LEVELS FOR THE FIRST
QUARTER 2001

EFFECTIVE JANUARY 1, 2001 through MARCH 31, 2001

• Rule 80A restrictions on index arbitrage trading in component stocks of the S&P 500 Stock Price lndex sm *  

will be imposed when the Dow Jones Industrial Average sm **   (“DJIA”) is above or below its closing value on
the previous trading day by:

210 points or more

• Rule 80A restrictions will be removed when the DJIA is above or below its closing value on the previous
trading day by:

100 points or less

•Index arbitrage order entry restrictions will be re-imposed each time the DJIA advances or declines 210
points from the prior day's close.

• Rule 80B trading halts will be triggered when the DJIA declines below its closing value on the previous
trading day by:

1,050 points (Level 1)

2,150 points (Level 2)

3,200 points (Level 3)

Rule 80A

Whenever Rule 80A collars are in effect due to a decline in the DJIA, all index arbitrage orders to sell any
component stock of the S & P 500 Stock Price Index must be marked “sell plus”: and whenever the collars
are in effect due to an advance in the DJIA, all index arbitrage orders to buy must be marked “buy minus”.

Rule 80B

Whenever a Rule 80B circuit breaker is in effect, trading in all stocks on the Exchange will halt for the time
periods specified below.

Level 1 Halt

a) before 2:00 p.m. - one hour;

b) at 2:00 p.m. or later but before 2:30 p.m. - 30 minutes;

c) at 2:30 p.m. or later - trading shall continue, unless there is a Level 2 Halt.
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Level 2 Halt

a) before 1:00 p.m. - two hours;

b) at 1:00 p.m. or later but before 2:00 p.m. - one hour;

c) at 2:00 p.m. or later - trading shall halt and not resume for the remainder of the day.

Level 3 Halt

at any time - trading shall halt and not resume for the remainder of the day.

A complete discussion of the calculation of trigger values for Rule 80A and Rule 80B was published in
Information Memo No. 99-8, dated February 12, 1999 and Information Memo No. 98-15, dated April 13, 1998,
respectively.

Questions concerning these matters may be addressed to Brian McNamara at (212) 656-7086 or Donald
Siemer at (212) 656-6940.

Regina C. Mysliwiec

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

*  "Standard & Poor's 500 Stock Price Index" is a service mark of Standard & Poor's Corporation.
**  "Dow Jones Industrial Average" is a service mark of Dow Jones & Company, Inc.
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Market Surveillance

 TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: LAST TRADE DATE FOR “REGULAR WAY” SETTLEMENT IN 2000

The last day on which “regular way” transactions may be made for settlement this calendar year in stocks
and bonds, other than U.S. Government obligations, is Tuesday, December 26, 2000. Beginning December
27, 2000 until December 29, 2000, orders in stocks for accounts which are willing to effect transactions on
a “cash”, “next day” or “seller's option” basis should be so indicated. This policy relieves the specialist from
the responsibility of checking orders indicated solely “regular way” to ascertain whether they are willing to
participate on a “non-regular way” basis during that period.

A Floor Official's approval is not required from December 27-29, 2000 for “non-regular way” trades, if the
execution price is no greater than four-sixteenths of a point or, for stocks trading in decimals, 0.25 point away
from the “regular way” bid or offer.

Inquiries with respect to this memorandum should be directed to Mr. Arnold Kotler at (212) 656-6543 or Mr.
John Gregoretti at (212) 656-6791.

Regina C. Mysliwiec

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
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Market Surveillance

 TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: TAX SWITCHING TRANSACTIONS

The following is a reminder to members and member organizations that riskless tax switching trades are
prohibited. Please note that this prohibition applies with equal force at openings and to bond transactions.

* * *

Transactions effected as described below are not permitted on the Floor of the Exchange and if discovered
will result in appropriate disciplinary action by the Exchange:

An Exchange member (“member A”), desiring to effect a tax switch of 1,000 shares of XYZ, approaches the
XYZ specialist and informs him of his wish to effect the tax switch at approximately the price of the current
bid or the current offer for XYZ. For purposes of this hypothetical example, assume that the current market
for XYZ is 35 6/16 bid for 2,000 shares with 1,500 shares offered at 35 10/16, both representing limit orders
entered on the XYZ specialist's book. The XYZ specialist agrees to handle member A's purchase and sale
tax switch orders as agent, undertaking to execute those orders against market orders or other orders
seeking execution at the current bid or ask prices. Assume that another member (“member B”) subsequently
approaches the XYZ specialist with an order to sell (assuming for the sake of simplicity an order to sell 1,000
shares of XYZ at the market), and is willing to effect the sale at the current bid of 35 6/16. The specialist then
effects member B's sale at that price, informing member B, for clearing purposes, that he has sold to member
A.

Simultaneously, the specialist effects, as agent, a second trade of 1,000 shares of XYZ for member A with
the order or orders on his book, giving up, for clearing purposes, member A as the seller and, as the buyer
or buyers, the broker or brokers whose orders he represents; in terms of time priority of their receipt, the first

1,000 shares on his book at the bid price of 35 6/16. 1 

Only one of the two 1,000-share transactions in XYZ would be reported for inclusion in the consolidated
transactions reporting system.

The Exchange has concluded that transactions effected in the foregoing manner are not consistent with
Exchange Rule 78, which prohibits pre-arranged trades, and should not take place.

* * *

No problems would seem to arise under Exchange Rules and procedures if two independent transactions
were effected at the risk of the market. Such would be the case if the transaction was not pre-arranged
or guaranteed in any fashion. There should be two independent transactions.—a purchase and sale, or
vice versa, but the price of each should be independently established. At the time of the first transaction
there should be no guarantee or assurance of the price of the second. The period of time between the two
transactions would not of itself determine whether or not the switching had been effected at the risk of the
market.
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Similarly, the entry of buy and sell orders to switch positions between accounts having the same beneficial
ownership, absent instructions not to cross those orders with each other, may result in a “wash” transaction,
which is prohibited.

Further, the sending of a buy and sell order for the same beneficial owner through the Opening Automated
Report System (OARS) to effect a tax switch transaction on the opening, or through SuperDOT (DOT) to
effect a tax switch transaction at the close is not permissible. Any use of either system, or either Crossing
Session, to effect the above described riskless or “wash” transaction is prohibited.

It should be noted that the purpose of this memorandum is to emphasize the application of Exchange rules
and procedures only. It is not to be construed as describing the tax consequences of any transaction under
the Internal Revenue Code or state law. Contact your tax adviser for the appropriate advice.

Questions regarding this matter should be directed to Mr. Arnold Kotler at (212) 656-6543 or Mr. John
Gregoretti at (212) 656-6791.

Regina C. Mysliwiec

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Had the first independent order to arrive at the post been a market order to buy rather than an order to
sell, the tax switch would have been effected at the offer price.
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Market Surveillance

 ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, CREDIT AND MARGIN
DEPARTMENTS, COMPLIANCE AND LEGAL DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: TRADING IN THE S&P GLOBAL 100 INDEX FUND

Trading in Exchange traded funds (“ETFs”) is scheduled to begin on December 8, 2000. The S&P Global
100 Index Fund will be the initial ETF to be traded on the Exchange. The purpose of this memorandum is to
outline various rules and policies that will be applicable to trading in the S&P Global 100 Index Fund and to
alert the membership to certain exemptive, interpretive, and no-action positions taken by the Securities and
Exchange Commission (“SEC”) with respect to such trading.

Description of S&P Global 100 Index Fund

The S&P Global 100 Fund (the “Global Fund”) will trade under the symbol IOO. The shares will be admitted to
trading on December 8, 2000.

A detailed description of the characteristics of the Global Fund and shares is contained in the Circular to
the Membership issued by the Exchange's Listing Division dated December 6, 2000 and attached to this
Memorandum. Please refer to this Circular for important information with respect to trading in the S&P Global
100 Index shares.

Exemptive, Interpretive and No-Action Relief Under Federal Securities Regulations and NYSE Rules

The Securities and Exchange Commission (“SEC”) has issued exemptive, interpretive and no-action relief
from certain provisions of and rules under the Securities Exchange Act of 1934 regarding trading in IOO. In
addition, the Exchange has taken an interpretive position with respect to its short sale rule.

Short Sale Rules - Transactions in IOO will not be subject to “tick” requirements of the short sale rule of the
Commission (Rule 10a-1) or the Exchange (Rule 440B). Short orders must be marked SHORT EXEMPT.

Regulation M Exemptions - Generally, Rules 101 and 102 of Regulation M prohibits any “distribution
participant” and its “affiliated purchasers” from bidding for, purchasing, or attempting to induce any person
to bid for or purchase, any security which is the subject of a distribution until after the applicable restricted
period, except as specifically permitted in Regulation M. The provisions of the Rules apply to underwriters,
prospective underwriters, brokers, dealers, and other persons who have agreed to participate or are
participating in a distribution of securities.

The Commission has granted an exemption from Rule 101 under Regulation M to permit persons
participating in a distribution of shares of the Global Fund to engage in secondary market transactions in
such shares during their participation in such a distribution. In addition, the SEC has granted relief under
Regulation M to permit persons who may be deemed to be participating in the distribution of shares of the

Global Fund (i) to purchase securities for the purpose of purchasing Creation Unit Aggregations 1   of Fund
shares and to (ii) tender securities for redemption in Creation Unit Aggregations. Further, the SEC has
clarified that the tender of Global Fund shares to the S&P Global 100 Fund for redemption does not constitute
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a bid for or purchase of any of the Fund's securities during the restricted period of Rule 101. The SEC has
also granted an exemption pursuant to paragraph (e) of Rule 102 under Regulation M to allow the redemption
of Fund shares in Creation Unit Aggregations during the continuous offering of shares.

Customer Confirmations for Creation or Redemption of Fund Shares (Rule 10b-10) - Broker-dealers who
handle purchases or redemptions of Fund shares in Creation Unit size for customers will be permitted to
provide such customers with a statement of the number of Creation Unit Aggregations created or redeemed
without providing a statement of the identity, number and price of shares of the individual securities tendered
to the S&P Global 100 Fund for purposes of purchasing Creation Unit Aggregations, (“Deposit Securities”) or
the identity, number and price of shares of to be delivered by the Trust to the redeeming holder (“Redemption
Securities”). The composition of the securities required to be tendered to the S&P Global 100 Fund for
creation purposes and of the securities to be delivered on redemption will be disseminated each business
day and will be applicable to requests for creations or redemption, as the case may be, on that day. This
information will be publicly available at the Exchange and will be made available to requesting broker-dealers
or other persons through other third-party information providers. This exemptive relief under Rule 10b-10 with
respect to creations and redemptions is subject to the following conditions:

(1) Confirmations to customers engaging in creations or redemptions must state that all information required
by Rule 10b-10 will be provided upon request;

(2) Any such request by a customer for information required by Rule 10b-10 will be filled in a timely manner,
in accordance with Rule 10b-10(c);

(3) Except for the identity, number and price of shares of the component securities of the Deposit Securities
and Redemption Securities, as described above, confirmations to customers must disclose all other
information required by Rule 10b-10(a).

SEC Rule 14e-5 - An exemption from Rule 14e-5 has been granted to permit any person acting as a dealer-
manager of a tender offer for a component security of the S&P Global 100 Fund to (1) redeem Fund shares in
Creation Unit Aggregations from the Trust that may include a security subject to such tender offer and (2) to
purchase Fund shares during such tender offer. In addition, a no-action position has been taken under Rule
14e-5 if a broker-dealer acting as a dealer-manager of a tender offer for a security of the S&P Global 100
Fund purchases or arranges to purchase such securities in the secondary market for the purpose of tendering
such securities to purchase one or more Creation Unit Aggregations of shares, if made in conformance with
the following:

(i) such bids or purchases are effected in the ordinary course of business, in connection with a basket of 20 or
more securities in which any security that is the subject of a distribution, or any reference security, does not
comprise more than 5% of the value of the basket purchased; or

(ii) purchases are effected as adjustments to such basket in the ordinary course of business as a result of a
change in the composition of the Underlying Index; and

(iii) such bids or purchases are not effected for the purpose of facilitating such tender offer.

Section 11(d)(1); Rules 11d1-1 and 11d1-2 - Section 11(d)(1) of the Exchange Act generally prohibits a
person who is both a broker and a dealer from effecting any transaction in which the broker-dealer extends
credit to a customer on any security which was part of a new issue in the distribution of which he participated
as a member of a selling syndicate or group within thirty days prior to such transaction. The SEC has
clarified that Section 11(d)(1) does not apply to broker-dealers that engage in both proprietary and customer
transactions in shares of the S&P Global 100 Fund in the secondary market but do not create Creation Unit
Aggregations. The Commission has also taken a no-action position under Section 11(d)(1) of the Exchange
Act that broker-dealers may treat shares of the S&P Global 100 Fund, for purposes of Rule 11d1-2, as
“securities issued by a registered open-end investment company… as defined in the Investment Company
Act” and thereby extend credit or maintain or arrange for the extension or maintenance of credit on shares
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that have been owned by the persons to whom credit is provided for more than 30 days, in reliance on the
exemption contained in the rule.

Rule 15c1-5 and 15c1-6 - The Commission has taken a no-action position with respect to Rule 15c1-5 and
Rule 15c1-6 as to the required disclosure of control by a broker or dealer with respect to creations and
redemptions of S&P Global 100 shares and secondary market transactions therein.

Other Matters

As stated in the Listing Division's Circular, an investor in Fund shares must receive a prospectus prior to or
concurrently with the confirmation of a transaction in such shares.

The S&P Global 100 Index Fund will trade until 4:00 p.m. each business day of the Exchange.

Suitability - Pursuant to Exchange Rule 405, before a member, member organization, allied member
or employee of such member organization undertakes to recommend a transaction in Fund shares,
such member or member organization should make a determination that such shares are suitable for
such customer. If any recommendation is made with respect to such shares, the person making the
recommendation should have a reasonable basis for believing at the time of making the recommendation,
that the customer has such knowledge and experience in financial matters that he or she may reasonably
be expected to be capable of evaluating the risks and any special characteristics of the recommended
transaction, and is financially able to bear the risks of the recommended transaction.

Certain Specialist Transactions in S&P Global 100 Index Fund Shares - Under Rule 104, a specialist in
Fund shares may engage in “parity” transactions on direct destabilizing ticks without obtaining Floor Official
approval. A parity transaction would be a trade to bring the price of the Fund share into line with the value of
an index on the Fund shares (if the market for the component stocks of the Fund is open) or the net asset
value of the component stocks of the Fund. Specialists remain fully subject to all other requirements of Rule
104 with respect to their affirmative and negative obligations to maintain a fair and orderly market.

Rule 460.10 generally precludes certain business relationships between an issuer and the specialist in
the issuer's securities. Exceptions in the Rule permit specialists in Fund shares to enter into Creation Unit
transactions through the Distributor to facilitate the maintenance of a fair and orderly market. A specialist
Creation Unit transaction may only be effected on the same terms and conditions as any other investor,
and only at the net asset value of the Fund shares. A specialist may acquire a position in excess of 10%
of the outstanding issue of the Fund shares, provided, however, that a specialist registered in a security
issued by an investment company may purchase and redeem the investment company unit or securities that
can be subdivided or converted into such unit, from the investment company as appropriate to facilitate the
maintenance of a fair and orderly market in the subject security.

Questions concerning the matters discussed in this Memorandum may be addressed as follows:

       Suitability                       Mary Anne Furlong (Member Firm Regulation) at
 (212) 656-4823

       Margin                            Albert Lucks (Member Firm Regulation) at (212)
 656-5782

       Specialist Issues                 Donald Siemer (Market Surveillance) at (212)
 656-6940
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       Listing Matters                   Antonio Aliberti (Listing Operations) at (212)
 6546-5034

Regina C. Mysliwiec

Senior Vice President

Attachments

ISHARES TRUST NEW LISTING

12/06/2000

iSHARES S&P GLOBAL 100 INDEX FUND

CUSIP: 464287 57 2

SYMBOL: IOO

POST/SECTION: 19//M-N 1

Subject to compliance with the Securities Exchange Act of 1934, the iShares S&P Global Index Fund
of the iShares Trust will be admitted to the list and to trading on DECEMBER 8, 2000.

Unit of Trading: 100 iShares Variations: 1/64ths

The Fund is an “index fund” which seeks investment results that correspond generally to the price and
yield performance, before fees and expenses, of the S&P Global 100 Index (the “Underlying Index”). The
Underlying Index is designed to measure the performance of large trans-national companies that are of major
importance in the global markets. It is a subset of the S&P Global 1200 Index and contains 100 common
stocks, screened for sector representation, liquidity and size. Barclays Global Fund Advisors (“BGFA”), the
advisor to the Fund, is a subsidiary of Barclays Global Investors, N.A. (“BGI”). BGFA and its affiliates are not
affiliated with the Index Provider. Standard & Poor's, a division of The McGraw-Hill Companies, Inc., provides
financial, economic and investment information and analytical services to the financial community.

The following are the symbols for the S&P 6100 ETF product.

IOO - S&P Global 100 ETF

OOI - S&P Global 100 index

OON - S&P Global 100 intra-day NAV

OOV - S&P Global 100 end-of-day NAV per share

OOS - S&P Global 100 shares outstanding

OOE - S&P Global 100 estimated cash

OOU - S&P Global 100 total cash per creation unit

Creation Transaction Fees and Redemption Transaction Fees - See Prospectus

The approximate value of iShares will be disseminated over the consolidated tape once every fifteen
seconds. This approximate value should not be viewed as a “real-time” update of the NAV per iShare,
because the approximate value may not be calculated in the same manner as the Fund's NAV, which is
computed once a day. The Fund is not involved in, or responsible for, the calculation or dissemination of such
information and makes no warranty as to its accuracy.

Dividends and Distributions

The Fund pays out dividends, if any, to investors at least annually and may pay them on a more frequent
basis. The Fund distributes its net capital gains, if any, to investors annually.

For additional information see Prospectus dated May 12, 2000 (as revised October 26, 2000).
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Due to the nature of the Securities, including the fact that they can be created and issued on
an ongoing basis, the prospectus delivery requirements of the Federal securities laws must be
satisfied in connection with each purchase of the Securities. Accordingly, an investor must receive a
prospectus prior to or concurrently with the confirmation of a transaction in the iShares.

OWNERSHIP OF THE iSHARES WILL BE MAINTAINED IN BOOK-ENTRY FORM BY OR THROUGH THE
SECURITIES DEPOSITARY (DEPOSITORY TRUST COMPANY) (DTC). BENEFICIAL OWNERS OF THE
SECURITIES WILL NOT HAVE THE RIGHT TO RECEIVE PHYSICAL CERTIFICATES EVIDENCING THEIR
OWNERSHIP.

Creations and Redemptions

The iShares are “created” at their NAV by specialists, large investors and institutions only in block-size
Creation Unit aggregations of 50,000 iShares. A “creator” deposits into the Fund a portfolio of stocks closely
approximating the holdings of the Fund and a specified amount of cash in exchange for 50,000 iShares.

Similarly, iShares can only be redeemed in Creation Unit aggregations of 50,000 iShares, principally in-
kind for a portfolio of stocks held by the Fund and a specified amount of cash. Except when aggregated in
Creation Units, iShares are not redeemable. The prices at which creations and redemptions occur are based
on the next end of day calculation of NAV after an order is received in proper form.

Creations and redemptions must be made through a firm that is either a member of the Continuous Net
Settlement System of the National Securities Clearing Corporation or a DTC Participant and, in each case,
must have executed an agreement with the Distributor with respect to creations and redemptions of creation
unit aggregations (“Participant Agreement”). Information about the procedures regarding creation and
redemption of Creation Units is included in the Statement of Additional Information filed with the Fund's SEC
registration statement.

Description of the Index

(For updates please refer to http://www.spglobal.com/ssindexmainglobal100.html) Inquiries with
respect to this circular may be directed to Tony Aliberti (212) 656-5034. Any questions regarding the
suitability of customer accounts should be directed to Mary Anne Furlong at (212) 656-4823.

Depositary: Depository Trust Company, New York, NY

Distributor: SEI Investments Distribution Co., Oaks, PA

Telephone: (800) iSh-ares

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See the attached Listing Division Circular for an explanation of "Creation Units" and "Creation Unit
Aggregations".
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December 6, 2000

  

Member Firm Regulation

 ATTENTION: FLOOR MEMBERS, CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, COMPLIANCE
AND LEGAL DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: INDEPENDENT FLOOR BROKERS.—BILLING AND RECORDKEEPING REQUIREMENTS

THIS MEMORANDUM MAY REQUIRE ACTION BY MEMBERS AND MEMBER ORGANIZATIONS

This memorandum is to advise members and member organizations of acceptable methods of billing and
accruing for floor brokerage revenue and related receivables.

Background

Recently, Securities and Exchange Commission (“SEC” or “Commission”) staff cited Exchange independent
floor brokers for certain billing and recordkeeping practices. Specifically, SEC staff has taken exception to
certain billing practices and methods of accruing floor brokerage revenue and the related receivables.

Current Floor Broker Practices Noted by the SEC

The Commission staff noted a practice wherein independent floor brokers bill member organizations for
trades executed on the Floor of the Exchange without any reasonable expectation of collecting full payment
of the bill. For example, an independent floor broker may bill a member organization $1.00 for each hundred
shares executed when, in the past, it has consistently received and accepted $.75 for each hundred shares
executed.

The Commission staff has indicated that this practice results in the firm's records inaccurately reflecting the
actual underlying compensation agreement between the parties, rendering the firm's books and records
inaccurate.

The Commission staff has also taken exception to the methodology utilized by several brokers in accruing
floor brokerage revenue and the related receivables. These brokers estimate their accrual based upon the
average of the past three months' collections. Due to volume changes, a change in the mix of member
organizations using independent floor brokers' services and other factors, this approach may not necessarily
reflect the actual floor brokerage earned during the month. The Commission staff concluded that this is an
inappropriate method of estimating the accrual, and, as in the case of one firm, can contribute to a material
adverse impact on net capital.

The above described practices could impede effective regulatory monitoring of independent floor brokers, and
could facilitate or conceal improper performance-based compensation arrangements between independent
floor brokers and member organizations.

Acceptable Brokerage Billing/Accrual Practice

Bills for floor brokerage earned should reflect the agreed upon rate between the parties. Member
organizations who are billed based upon such an arrangement are expected to pay the full amount owed
absent a reasonable basis for doing otherwise in a particular circumstance such as a bona fide error and/
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or exception contained within the bill. The reason[s] for any difference[s] between the amount billed and the
amount collected should be documented in writing and made a permanent part of the billing records.

In addition, the accrual of revenue should be based upon the agreement between the floor broker and each
individual counterpart, and if the amount is not determinable, no revenue should be included for accrual
purposes.

Clarification of Exchange Rule 440 I

In November 1999, the Exchange announced the adoption of Rule 440 I (“Records of Compensation

Arrangements - Floor Brokerage”). *   This rule requires that every member not associated with a member
organization, and each member organization primarily engaged as an agent in executing transactions on the
Floor of the Exchange must maintain a written record of each type of compensation arrangement that they
enter into with other members, member organizations, non-member organizations, or customers relating to
transactions on the Floor. The written record shall include a description of each type of arrangement and
identify, by name, the parties to each type of arrangement in effect.

Pursuant to the Rule's requirements, the Exchange expects each member or member organization which is
subject to this provision to retain in writing, unless otherwise exempted, the following minimum information for
each party for which such member or member organization executes trades:

•A statement that provides the basis for compensation. This statement should provide an understanding of
the full arrangement, including rates of compensation between the parties and should enable a third party to
recompute the amount billed.

•Exceptions to a standardized rate between parties should be fully described and include the actual
compensation rate for each such circumstance.

•The method for resolving billing disputes should also be described.

A general billing schedule does not fulfill the requirements of this Rule.

As discussed in Information Memo No. 99-47, a key issue in determining possible violations of Section 11(a)
of the Securities Exchange Act of 1934 is whether a compensation arrangement results in the member having
a participation in the performance of an account. Any compensation arrangement that results in the member's
sharing in the trading profits or trading losses of a customer's account, however structured and regardless of
the extent of sharing in such profits or losses, makes the customer's account the member's “own account” as
well and subjects the member's trading for that account to the restrictions of Section 11(a).

Each member and member organization should review its business activities to ensure that all
required records are being produced and maintained in accordance with relevant Exchange and SEC
rules. Compliance with record maintenance rules will be reviewed by Exchange examiners when
conducting examinations of members and member organizations.

Questions relating to this memorandum should be directed to your Finance Coordinator.

Salvatore Pallante

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes
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*  See NYSE Information Memorandum No. 99-47, dated November 12, 1999. See also, SEC Release No.
34-41996, dated October 8, 1999.
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December 6, 2000

  

Member Firm Regulation

 ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: EXCHANGE GUIDELINES ON GIFTS AND GRATUITIES

With the approaching holiday season, members and member organizations are reminded of the Exchange's
policy relating to gifts and gratuities applicable to all Exchange employees.

The Guidelines prohibit most Exchange employees from accepting gifts and gratuities from members, allied
members and member organizations. Limited exceptions are provided for Exchange Operations/Clerical
Trading Floor employees, who may accept usual and customary gratuities, not in excess of $50 per year,
from a member, allied member or member organization. An exception is also provided for certain Exchange
employees in service provider roles to the Trading Floor, such as coatroom and washroom attendants, who
may accept usual and customary gratuities commensurate with the particular services provided.

Members and member organizations may note that Exchange Rule 350 is more permissive than the
Exchange Guidelines. This memo is to advise that the Guidelines as described here, in part, reflect the most
up-to-date position of the Exchange and must be adhered to by members and member organizations.

Members and member organizations should circulate this memo within their organization since Exchange
employees are required to return any gifts and gratuities as well as file a report with Exchange management.

Questions relating to the Guidelines for member organization employees on the Exchange Trading Floor may
be directed to Harry Weber 212-656-5157. Questions relating to Guidelines for Exchange employees may be
directed to Diane Moreno at 212-656-2281 or Frank Z. Ashen at 212-656-2277.

Questions relating to Exchange Rule 350 (“Compensation or Gratuities to Employees of Others”) may be
directed to Patricia Dorilio at 212-656-2744 or Mary Anne Furlong 212-656-4823.

Salvatore Pallante

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

12

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P00-28%2909013e2c855b33a0?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE350/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE350/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 00-26

Click to open document in a browser

November 10, 2000

  

Member Firm Regulation

 ATTENTION: MANAGING PARTNER, CHIEF EXECUTIVE OFFICER, BRANCH OFFICE MANAGERS,
COMPLIANCE OFFICER, TRAINING AND HR DIRECTORS

TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: CONTINUING EDUCATION FIRM ELEMENT ADVISORY

Exchange Rule 345A (Continuing Education for Registered Persons) requires members and member
organizations to maintain a current training program specifically tailored to their business for registered
persons who have direct contact with customers, and for their immediate supervisors. That training, the
Firm Element of the Securities Industry Continuing Education Program, must be evaluated and updated at
least annually. The Exchange, in conjunction with the Securities Industry/Regulatory Council on Continuing
Education, has identified topics that are particularly relevant to the industry at this time and may be
appropriate for members and member organizations to include in their Firm Element training.

Each member and member organization should consider the relevance of the topics identified in the attached
Advisory to the member's or member organization's lines of business and training needs. The attachment
provides further direction for reviewing and considering the topics.

Questions about the Continuing Education Program should be directed to Roni Meikle at (212) 656-2156 or
Patricia DeVita at (212) 656-2746.

Salvatore Pallante

Senior Vice President

Attachments

The Securities Industry Continuing Education Program

The Securities Industry Continuing Education Program Firm Element Advisory - October 2000

Each year the Securities Industry/Regulatory Council on Continuing Education (Council) identifies and
recommends to firms pertinent regulation and sales practice issues for possible inclusion in Firm Element
training plans. Included in this Firm Element Advisory are topics which the Council considers to be particularly
relevant to the industry at this time. The list is based on a review of recent regulatory events, as well as
advisories issued by industry self-regulatory organizations (SROs) since the last Firm Element Advisory of
September 1999.

The Council recommends using the Firm Element Advisory when undertaking your annual Firm Element
Needs Analysis to identify training topics. Select the training topics from the Firm Element Advisory that are
relevant to your firm's business and use the related training point and reference material (available on the
SRO Web Sites) as part of the training specified in your written Firm Element training plan. Other training
topics may be prompted by a review of previous issues of the Firm Element Advisory, new rules, customer
complaints, regulatory examination findings, or new products or services your firm plans to offer to investors.
Remember that the topics included in your written training plan should be relevant to your firm's unique
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situation including any supervisory needs you identify. Training programs should be appropriate to your firm's
size and structure.

The Council will periodically highlight additional relevant regulatory areas to assist the industry and it invites
your assistance. Please direct your comments, suggestions or questions about this and future issues of the
Firm Element Advisory to either Roni Meikle, Continuing Education Manager, the New York Stock Exchange
(NYSE), at (212) 656-2156; or John Linnehan, Director, Continuing Education, NASD Regulation, Inc. (NASD
Regulations SM), at (240) 386-4684.

Training Topic                                                     Relevant Training
 Point(s) and Reference(s)

Decimalization                                                     The securities
 industry is preparing to convert to decimal pricing. The industry began

                                                                   conversion on a pilot
 basis in August 2000, consistent with the timetable set by Securities

                                                                   and Exchange
 Commission (SEC) order.

                                                                   Decimal trading will
 ultimately increase the number of possible trading increments within

                                                                   a dollar from 16 to
 100.

                                                                   Decimal pricing should
 make prices more easily understood by individual investors.

                                                                   Spreads in highly
 liquid stocks may tighten, thereby providing potential savings for

                                                                   investors,
 particularly if the minimum price variation is reduced to a penny.

                                                                   Decimalization may
 also improve the competitiveness of U.S. markets on a global basis.
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See SEC Release No. 34-42914, “Order Directing the Exchanges and the National

                                                                   Association of
 Securities Dealers, Inc. to Submit a Phase-In Plan to Implement Decimal

                                                                   Pricing in Equity
 Securities and Options Pursuant to 

Section 11(a)(3)(B) of the Securities 
                                                                   Exchange Act of
 1934,” 

dated June 8, 2000.

                                                                   Also see these Web
 Sites: NASD Regulation 

(www.nasdr.com); New York Stock

                                                                   Exchange 

(www.nyse.com/decimalization); Securities Industry Association

                                                                   

(www.sia.com/decimalization)

Foreign Jurisdictions                                              It has come to the
 attention of the SROs that persons associated with broker/dealers may

Sales Practices                                                    be soliciting business
 in the regulators' jurisdictions in violation of local foreign laws.
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                                                                   Members considering
 soliciting business in foreign jurisdictions should ensure that such

                                                                   activities comply with
 all applicable laws. The consequences of breaching applicable

                                                                   foreign laws can be
 far-reaching, and broker/dealers in violation of particular foreign laws

                                                                   may be committing a
 criminal offense and be liable to prosecution.

                                                                   

See NASD Notice to Members 00-02, NASD Alerts Members To Their

                                                                   Obligations Concerning
 Soliciting Business In Foreign Jurisdictions, 

January

                                                                   

2000.

Investment Banking                                                 

SEC Rule 504 provides an exemption from registration under Section 5 of the Securities

Securities Offerings Under 

SEC Rule 504 And                        Act of 1933 (Securities Act) for offerings of up
 to $1 million of securities. The SEC
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Intra-State Offerings                                              amended 

Rule 504 in early 1992 to provide that securities sold under 

Rule 504 will be

                                                                   deemed “restricted
 securities” under 

SEC Rule 144, and general solicitation and

                                                                   advertising will be
 prohibited unless the offering is:

                                                                   1)        registered
 in at least one state that requires public filing and delivery of a

                                                                             disclosure
 document before sale; or

                                                                   2)        offered
 exclusively in states that provide exemptions from registration and

                                                                             permit
 general solicitation and advertising, but that require that sales be made

                                                                             only to
 “accredited investors.”

                                                                   Securities deemed to
 be “restricted securities” under 

SEC Rule 144 may only be sold into

                                                                   the public market in
 compliance with the holding period, manner of sale, and volume
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                                                                   restrictions of that
 rule.

                                                                   The NASD has amended
 its rules to clarify that 

Rule 504 offerings that are public

                                                                   offerings of
 unrestricted securities are required to be filed with NASD Regulation for

                                                                   review of underwriting
 terms and arrangements under 

NASD Rules 2710 and 

2810, and

                                                                   compliance with the
 requirements of 

NASD Rule 2720.

                                                                   

See NASD Notice to Members 00-12, Amendments Adopted To Clarify The

                                                                   Application Of NASD
 Rules To Offerings Under 

SEC Rule 504 And Intra-State- Only

                                                                   Offerings, 
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February 2000.

Margin                                                             

Changes to Option Margin Rules - Effective January 20, 2000, the SEC approved

Options                                                            changes to the margin
 rules of the Chicago Board Options Exchange (CBOE) and NYSE.

                                                                   Some of the changes
 include, but are not limited to, loan value on long-term options

                                                                   (LEAPS); reduced
 maintenance requirements for stock hedged with options; certain

                                                                   spreads, if comprised
 of European style index options, can be carried in a cash account.

                                                                   The significant
 changes are summarized below:

                                                                   •         The types of
 option strategies eligible for cash accounts have been expanded;

                                                                   •         The
 amendments establish reduced maintenance margin requirements for certain

                                                                             hedged
 option strategies;

                                                                   •         The
 amendments also allow for loan value on certain LEAPS;

                                                                   •         The minimum
 margin requirement on short, uncovered puts is now based on the
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                                                                             exercise
 price of the option; and

                                                                   •         New
 definitions of butterfly spreads and box spreads have been added.

                                                                   

See CBOE Regulatory Circular RG00-22, Option Margin Rule Changes, and

                                                                   

NYSE Information Memo No. 99-59, “Amendments to 

Rule 431 (“Margin

                                                                   Requirements”)
 Regarding Options”, 

December 31, 1999.

Municipal Securities                                               Municipal Securities
 Rulemaking Board (MSRB) Rule G-38 defines a consultant as any

Consultants                                                        person used by a
 dealer to obtain or retain municipal securities business through direct or

                                                                   indirect communication
 by such person with an issuer on the dealer's behalf where the

                                                                   communication is
 undertaken by such person in exchange for, or with the understanding

                                                                   of receiving, payment
 from the dealer or any other person. Dealers must disclose to issuers
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                                                                   certain information
 about their consultants and report certain information about their

                                                                   consultants to the
 MSRB on 

Form G-37/

G-38, including certain of their consultants'

                                                                   political
 contributions to issuer officials and payments to state and local political parties.

                                                                   

See MSRB Rule G-38: Consultants, 

MSRB Rule Book.

Municipal Securities                                               Managing underwriters
 are required to deliver to the MSRB, among other things, copies

Delivery Of Official Statements And Advance                        of final official
 statements for most primary offerings of municipal securities, if such

Refunding Documents To The MSRB                                    documents are prepared
 by or on behalf of the municipal securities issuer. For refunding

                                                                   issues, dealers must
 send to the MSRB two copies of the refunding escrow agreement, or

                                                                   its equivalent, if
 prepared by or on behalf of the municipal securities issuer. Dealers must
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                                                                   send these documents
 to the MSRB using the appropriate form - 

Form G-36(OS) to be

                                                                   sent with official
 statements and 

Form G-36(ARD) to be sent with advance refunding

                                                                   documents.

                                                                   

See MSRB Rule G-36: Delivery of Official Statements, Advance Refunding

                                                                   Documents and 

Forms G-36(OS) and 

G-36(ARD) to Board or its Designee, 

MSRB

                                                                   

Rule Book. See also 

Form G-36 Manual published by the MSRB.

Municipal Securities                                               During the
 underwriting period, a dealer is prohibited from selling new issue municipal
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Delivery Of Official Statements To Customers                       securities (other than
 commercial paper) to a customer unless the dealer delivers to the

And Other Dealers                                                  customer by settlement
 of the transaction a copy of the final official statement if one is

                                                                   prepared by or on
 behalf of the issuer. If a municipal securities issuer will prepare only a

                                                                   preliminary official
 statement and not a final official statement, a dealer must deliver the

                                                                   preliminary version
 along with a written notice to customers that no final official

                                                                   statement will be
 prepared.

                                                                   

See MSRB Rule G-32: Disclosures in Connection with New Issues, 

MSRB

                                                                   

Rule Book.

Municipal Securities                                               Dealers are prohibited
 from engaging in municipal securities business with a municipal

Political Contributions And Prohibitions On                        securities issuer
 within two years after any contribution to an official of such issuer made
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Municipal Securities Business                                      by the dealer, any
 municipal finance professional associated with such dealer, or any

                                                                   political action
 committee controlled by the dealer or any municipal finance professional.

                                                                   The only exception to
 this absolute prohibition on municipal securities business is for

                                                                   certain contributions
 made to issuer officials by municipal finance professionals, but only

                                                                   if the municipal
 finance professional is entitled to vote for such official and provided any

                                                                   contributions by such
 municipal finance professional do not exceed, in total, $250 to each

                                                                   official, per
 election. Dealers must report certain information about political contributions,

                                                                   political party
 payments, municipal securities business, and consultants to the MSRB on

                                                                   

Form G-37/

G-38 or, if appropriate, dealers may file a 

Form G-37x with the MSRB.

                                                                   

See MSRB Rule G-37: Political Contributions and Prohibitions on Municipal

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

24

http://researchhelp.cch.com/License_Agreement.htm


                                                                   Securities Business, 

MSRB Rule Book.

Mutual Funds                                                       Broker/dealers have a
 responsibility to present fund performance information in a fair and

Advertising Recent Performance                                     balanced manner and
 not to create unrealistic investor expectations with regard to future

                                                                   fund performance.
 Recent unusually strong equity market performance helped some

                                                                   mutual funds,
 particularly those that are heavily invested in technology stocks, to achieve

                                                                   extraordinary total
 return figures during the last year (or shorter period). Some members

                                                                   are using
 advertisements that promote this total return information to attract new

                                                                   investors. Broker/
dealers have a responsibility to base their communications on principles

                                                                   of fair dealing and
 good faith and to avoid statements that are exaggerated, unwarranted,

                                                                   or misleading.

                                                                   

See NASD Notice to Members 00-21, NASD Regulation Reminds Members Of
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                                                                   Their Responsibilities
 When Advertising Recent Mutual Fund Performance, 

April

                                                                   

2000. [This 

Notice cautions NASD members that if they choose to present

                                                                   extraordinary recent
 fund performance information, they should do so in a manner

                                                                   designed to lessen the
 possibility that investors will have unreasonable expectations

                                                                   concerning the future
 performance of these mutual funds.]

Mutual Funds                                                       Bond mutual fund
 volatility ratings describe the sensitivity of bond mutual fund portfolios

Bond Fund Volatility Ratings                                       to changing market
 conditions. Previously, NASD Regulation interpreted its rules to

                                                                   prohibit members from
 using bond mutual fund volatility ratings in supplemental sales

                                                                   literature. New 

NASD Rule IM-2210-5 permits members and associated persons to

                                                                   include bond mutual
 fund volatility ratings in supplemental sales literature for an 18-month
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                                                                   pilot period. The
 pilot program expires August 31, 2001, unless extended or

                                                                   permanently approved
 by the NASD at or before such date.

                                                                   

See NASD Notice to Members 00-23, SEC Approves New Rules Relating To

                                                                   Bond Mutual Fund
 Volatility Ratings, 

April 2000.

Mutual Funds                                                       On October 20, 1999,
 the SEC approved amendments to 

NASD Rules 2820 (Variable

Sales Charges Of Investment Companies And                          Contracts Rule) and 

2830 (Investment Company Rule) that regulate the sales charges

Variable Contracts                                                 imposed by investment
 companies and variable annuity contracts sold by broker/dealers.

                                                                   Generally, the
 amendments revise the Investment Company Rule to:

                                                                   •         provide
 maximum aggregate sales charge limits for fund-of-funds arrangements;

                                                                   •         permit
 mutual funds to charge installment loads;
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                                                                   •         prohibit
 loads on reinvested dividends;

                                                                   •         impose
 redemption order requirements for shares subject to contingent deferred

                                                                             sales loads
 (CDSLs); and

                                                                   •         eliminate
 duplicate prospectus disclosure.

                                                                   The amendments revise
 the Variable Contracts Rule to eliminate the specific sales charge

                                                                   limitations in the
 rule and a filing requirement relating to changes in sales charges.

                                                                   

See NASD Notice to Members 99-103, SEC Approves Rule Change Relating To

                                                                   Sales Charges For
 Investment Companies And Variable Contracts; Effective Date: April

                                                                   1, 2000. 

December 1999.

Options                                                            

Options Worksheets - On February 1, 2000, the SEC approved a rule change
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Communications With The Public                                     permitting the use of
 worksheets that are not standardized throughout a member

                                                                   organization provided
 such worksheets meet the requirements applicable to sale literature.

                                                                   This change gives
 broker/dealers or their associated persons the ability to tailor

                                                                   worksheets to specific
 prospective or existing clients, to utilize worksheets that may be

                                                                   commercially
 available, or to use industry developed worksheets.

                                                                   

See CBOE Regulatory Circular RG00-43 “Communications to Customers.”

Options                                                            

Access to Retail Automatic Execution System (RAES)

Order Entry                                                        It is a violation of
 CBOE rules to enter, at or about the same time and for the same

                                                                   account (or for
 accounts with any common ownership), multiple RAES orders in the same

                                                                   or similar options
 series for the purpose of circumventing the limitation on RAES order

                                                                   size. It is also a
 violation of CBOE rules to enter a limit order for placement on the
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                                                                   Exchange's limit order
 book, or on the book of a competing exchange, for the purpose of

                                                                   effecting the
 execution price of a RAES transaction. If a member grants a non-member

                                                                   direct access to the
 Exchange's limit order book or to RAES through the member's order

                                                                   routing systems, it is
 a violation for such member either to knowingly facilitate the non-member's

                                                                   violation of Exchange
 rules through such systems and/or to fail to establish

                                                                   procedures reasonably
 designed to prevent the non-member's access to such systems from

                                                                   being used to effect
 such violations.

                                                                   

See CBOE Regulatory Circular RG00-27 “Access to Retail Automatic Execution

                                                                   System (RAES).”

Options                                                            

Day Trades Exceeding Account Approval Level -

Sales Practices                                                    The CBOE has issued
 guidelines that its member organizations are required to follow with

                                                                   respect to proper
 identification of options day trades that exceed an account's approved
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                                                                   strategy level. As
 part of a member organization's supervisory program, member

                                                                   organizations are
 required to establish and maintain reasonable procedures to identify, on

                                                                   at least a post-trade
 date basis, options day trades in customer accounts that exceed an

                                                                   account's approved
 strategy level.

                                                                   

See CBOE Regulatory Circular RG00-08 “Options Day Trades Exceeding

                                                                   Account Approval
 Level.”

Short Selling                                                      A long-standing
 position of NASD Regulation and Nasdaq® states that broker/dealers

                                                                   must comply with the
 rules concerning short sales regardless of how a short-sale order is

                                                                   received, 

e.g., through the telephone, an electronic transmission, the Internet, or

                                                                   otherwise.
 Accordingly, firms must comply with the bid test, make affirmative

                                                                   determinations, and
 identify short sales in the Automated Confirmation Transaction
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                                                                   ServiceSM (ACTSM) for
 all proprietary and customer short-sale orders that are received

                                                                   electronically through
 proprietary electronic order routing systems, the Internet, or

                                                                   otherwise.

                                                                   

See NASD Notice to Members 99-98, NASD Regulation Reiterates That Members

                                                                   Must Comply With All
 Short Sale Rules When Receiving Orders Through Electronic

                                                                   Order Systems Or The
 Internet And Reiterates The Operation Of The Affirmative

                                                                   Determination Rule, 

December 1999.

Suitability & Disclosure Of Risk                                   Suitability and
 disclosure of risk are relevant topics for all Firm Element training plans.

                                                                   Applicable SRO rules
 are NASD Conduct 

Rule 2310 - Recommendations to Customers

                                                                   (Suitability) and NYSE
 405 - Diligence as to Accounts. The specific training topics listed

                                                                   in this 
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Firm Element Advisory should also be considered.

Callable Common Stock                                              An investor purchasing
 callable common stock is subject to unique risks not typically

                                                                   associated with
 ownership of common stock, even when such stock is called away at a

                                                                   premium. Moreover, the
 ability of an issuer's common stock to be called away from a

                                                                   shareholder generally
 will be a material fact to an investor. Accordingly, high standards of

                                                                   commercial honor and
 just and equitable principles of trade require that any member that

                                                                   provides a written
 confirmation for a transaction involving callable common stock must

                                                                   disclose on the
 confirmation that the security is callable and that the customer may contact

                                                                   the member for more
 information.

                                                                   Interpretive Material
 (IM-2110-6) states that a member that provides a confirmation

                                                                   pursuant to 

SEC Rule 10b-10 in connection with any transaction in callable common stock

                                                                   shall disclose on such
 confirmation that the security is callable and that the customer may
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                                                                   wish to contact the
 member for more information regarding the security. Disclosure of the

                                                                   call feature on the
 confirmation in no way relieves a member of its obligation to consider

                                                                   the callable nature of
 the security when complying with any applicable suitability

                                                                   obligations.

                                                                   

See NASD Notice to Members 00-33, NASD Regulation Adopts New Rule

                                                                   Interpretation To
 Require Confirmation Disclosure Of Callable Common Stock, 

May

                                                                   

2000.

Suitability & Disclosure Of Risk                                   Broker/dealers that
 offer brokered certificates of deposit to investors have an obligation to

                                                                   disclose all relevant
 features of these investments, such as variable rates, call features,

Certificates Of Deposit                                            early withdrawal
 penalties, liquidity, 

etc.
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See “Certificates of Deposit: Tips for Investors,” SEC Web Site at

                                                                   

www.sec.gov/consumer/certific.htm, and 

NASD Regulation Regulatory &

                                                                   

Compliance Alert, “Regulatory Short Takes - Investment Instruments Offered By CD

                                                                   Brokers,” 

Summer 2000.

Suitability & Disclosure Of Risk                                   Broker/dealers have an
 obligation under just and equitable principles of trade and the

                                                                   advertising rule to
 disclose to customers the material risks of extended hours trading.

Extended Hours Disclosures

                                                                   

See NASD Notice to Members 00-07, Disclosure To Customers Engaging In

                                                                   Extended Hours
 Trading, 

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

35

http://researchhelp.cch.com/License_Agreement.htm


January 2000. [A model disclosure statement is included

                                                                   with this 

Notice.]

Suitability & Disclosure Of Risk                                   The NYSE and NASD
 issued a Joint Statement concerning the continuing growth of

                                                                   investor margin debt.
 The Joint Statement asked NYSE and NASD members to review

Joint Regulatory Advisory On Margin Debt                           their maintenance
 margin policies for any necessary changes and to take the following

                                                                   steps relative to the
 extension of margin credit:

                                                                   •       Continue to
 advise individual investors about the risk of investing on margin.

                                                                   •       Advise sales
 managers and account executives of the appropriate steps to

                                                                           be taken when
 and if individual investors significantly change their levels of

                                                                           margin
 borrowings.

                                                                   •       Carefully
 review and curtail any account executive incentive programs that would

                                                                           promote the
 solicitation of margin accounts, if appropriate.
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See 

NYSE Information Memo No. 00-5, “Joint Statement by NYSE and NASD on

                                                                   the Continuing Growth
 in Investor Margin Debt,” 

dated February 28, 2000.

Supervision                                                        Each dealer is
 required to develop written policies and procedures for review of

                                                                   correspondence with
 the public relating to its municipal securities activities, and tailored

Municipal Securities                                               to its structure and
 the nature and size of its business and customers.

Review And Retention Of Correspondence With                        

See MSRB Rule G-27: Supervision, and related recordkeeping requirements in

The Public                                                         rules G-8(a)(xx) and
 G-9(b)(xiv), 

MSRB Rule Book.

Supervision                                                        Many independent
 research firms publish reports that analyze and provide information

                                                                   about a wide variety
 of investment companies, including their performance, fees, and
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Research Reports That Are Independently Prepared                   expenses, and a
 description and narrative analysis of their investment strategies and

                                                                   portfolio management
 style.

                                                                   Broker/dealers use
 these independently prepared research reports in a number of ways.

                                                                   For example, a member
 may make an independent research firm's entire research service

                                                                   available to customers
 at a branch office. A member may also distribute or make available

                                                                   an independently
 prepared research report concerning a particular investment company as

                                                                   part of its selling
 process.

                                                                   Amendments to 

NASD Rule 2210, which governs member communications with the

                                                                   public, exempt from 

Rule 2210's filing requirements certain types of independently

                                                                   prepared research
 reports concerning investment companies.

                                                                   

See NASD Notice to Members 00-15, SEC Approves Rule Change Relating To
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                                                                   Filing Requirements
 For Independently Prepared Research Reports, 

March 2000.

Supervision                                                        The SEC, NASD
 Regulation, and the NYSE issued a joint statement regarding

                                                                   broker/dealer risk
 management practices. Risk management is the identification,

Risk Management Practices                                          management,
 measurement, and oversight of various business risks and is part of a firm's

                                                                   internal control
 structure. These risks typically arise in such areas as proprietary trading,

                                                                   credit, liquidity, and
 new products.

                                                                   The examination staffs
 from these organizations formed a task force several years ago to

                                                                   assess risk management
 practices. Among the goals of the task force was to assess the

                                                                   industry's awareness
 of the need for stringent risk management supervisory systems, and

                                                                   compile a compendium
 of sound practices and weaknesses noted during task force

                                                                   members' review of
 risk management systems.
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                                                                   The task force's
 statement emphasizes the importance of maintaining an appropriate risk

                                                                   management system. The
 statement also provides examples of weaknesses and strengths

                                                                   in various broker/
dealers' risk management policies and practices.

                                                                   

See NASD Notice to Members 99-92, and 

NYSE Information Memo 99-42,

                                                                   SEC, NASD Regulation,
 And NYSE Issue Joint Statement On Broker/Dealer Risk

                                                                   Management Practices, 

November 1999.

Trade Reporting                                                    MSRB Rule G-14
 requires dealers to report all transactions in municipal securities to the

                                                                   MSRB by midnight of
 trade date. The dealer must obtain and use an NASD-assigned

Municipal Securities                                               symbol to identify
 itself in reporting its transactions. Dealers report their transactions with

                                                                   other dealers as a
 consequence of their submission of trade information to the automated

Reports Of Sales Or Purchases
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                                                                   comparison system
 operated by National Securities Clearing Corporation (NSCC).

                                                                   Dealers report their
 transactions with customers to the MSRB using file formats designed

                                                                   solely for customer
 trade data. While dealers may employ an agent or use a

                                                                   clearing/introducing
 broker arrangement to report transactions, the primary responsibility

                                                                   for timely and
 accurate submission of data remains with the dealer that effected the

                                                                   transaction.

                                                                   

See MSRB Rule G-14: Reports of Sales or Purchases, and associated procedures,

                                                                   

MSRB Rule Book; User's Manual for Customer Transaction Reporting and

                                                                   various notices on the
 MSRB Web Site 

(www.msrb.org) and 

NASD Notice to
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Members 00-08, NASD Reminds Members Of Their Obligations Regarding

                                                                   Municipal Securities
 Transaction Reporting, 

January 2000.

Trade Reporting                                                    When recording and
 reporting information on certain customer orders, members must

                                                                   indicate whether the
 customer provided instructions concerning the display or non-display

Order Audit Trail (OATSSM) Information                             of limit orders. It
 has come to the attention of NASD Regulation staff that several

                                                                   broker/dealers
 consistently misreport this information to the NASD's OATS.

                                                                   

See NASD Notice to Members 00-26, NASD Regulation Reiterates Requirement

                                                                   That Members Correctly
 Report Order Audit Trail Information, 

May 2000.

Trade Reporting                                                    On March 24, 1999, the
 SEC approved amendments to NASD rules regarding trade

                                                                   reporting of riskless
 principal transactions by market makers. The rule change permits
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Riskless Principal Transactions                                    market makers in
 Nasdaq and other over-the-counter securities to report trades under the

                                                                   current riskless
 principal rules that exist for non-market makers. The effect of the change

                                                                   is that instead of
 reporting both “legs” of a riskless principal transaction, market makers

                                                                   (like non-market
 makers currently) now will only report one portion of the transaction if it

                                                                   meets the definition
 of riskless principal. The rule defines riskless principal as a trade in

                                                                   which a member, after
 having received an order to buy (sell) a security, buys (sells) the

                                                                   security at the same
 price, as principal, in order to satisfy the order to buy (sell).

                                                                   

See NASD Notice to Members 99-65, SEC Approves Rule Changes To NASD

                                                                   Trade-Reporting Rules
 For Riskless Principal Transactions In Nasdaq And OTC

                                                                   Securities, 

August 1999.

Trading                                                            

NYSE Rule 80A (Index Arbitrage Trading Restrictions) addresses the change in the Dow
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                                                                   Jones Industrial
 Average (DJIA) that triggers the Rule's tick restrictions.

Trading Collars And Circuit Breakers

                                                                   

NYSE Rule 80B (Trading Halts Due to Extraordinary Market Volatility) addresses halt

                                                                   provisions and circuit
 breakers levels.

                                                                   The NYSE changes the
 trading collars and circuit breaker levels on a quarterly basis.

                                                                   

See 

NYSE Information Memo Nos. 00-1, 

00-7, and 

00-17, “New Rule 

80A collars

                                                                   and 

Rule 80B Circuit Breaker Levels,” 

dated January 3, 2000, April 3, 2000,
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and July 3, 2000.

Trading/Markets                                                    In most, if not all,
 cases, the resale of securities of blank check companies\1/ is restricted

                                                                   and such securities
 can only be resold through registration under the Securities Act. In

Blank Check Companies                                              addition, 

Rule 144 is not available to promoters or affiliates of blank check companies or

                                                                   to their transferees
 either before or after a business combination with an operating

                                                                   company or other
 person.

                                                                   NASD Regulation staff
 requires a market maker, when seeking NASD Regulation

                                                                   clearance pursuant to 

NASD Rule 6740 to initiate or resume quotation of a security of a

                                                                   blank check company,
 to provide an independent opinion from its own counsel detailing

                                                                   why the sale of such
 securities would not violate the registration requirements of the

                                                                   Securities Act. NASD
 Regulation staff will continue to scrutinize closely such filings and

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

45

http://researchhelp.cch.com/License_Agreement.htm


                                                                   will vigorously pursue
 disciplinary action and/or refer the staff's findings to the SEC for

                                                                   further action.

                                                                   

See NASD Notice to Members 00-49, SEC Issues Staff Interpretation On The

                                                                   “Free Trading” Status
 Of Blank Check Company Securities Under Certain Scenarios,

                                                                   

July 2000.

Trading/Markets                                                    The NASD, after
 consultation with the staff of the SEC, is reiterating the limit order

                                                                   display obligations
 imposed on members under 

SEC Rule 11Ac1-4 (Display Rule). One of

Limit Order Display Obligations                                    the primary purposes
 of this 

Notice is to reiterate that the 30-second requirement

                                                                   to display limit
 orders does not operate as a safe harbor.
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See NASD Notice to Members 99-99, NASD Reiterates Obligations To Display

                                                                   Customer Limit Orders
 Pursuant To 

SEC Rule 11Ac1-4, 

December 1999.

Trading/Markets                                                    On February 7, 2000,
 the SEC approved changes to 

NASD Rule 4613(e), which relates to

                                                                   the entering of
 locking and crossing quotes by Nasdaq market participants (market makers

Locked And Crossed Markets                                         and electronic
 communications networks (ECNs)). The rule change alters market

                                                                   participants'
 obligations regarding the entry of locking/crossing quotes prior to the

                                                                   opening of the Nasdaq
 market at 9:30 a.m. Eastern Time (ET), and sets out specific

                                                                   obligations for
 parties to a lock/cross, which are determined based on the time the

                                                                   locked/crossed market
 occurs.

                                                                   

See NASD Notice to Members 00-29, SEC Approves Changes To Nasdaq
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                                                                   Locked/Crossed Markets
 Rule; Effective Date: June 5, 2000, 

May 2000, and

                                                                   

Special NASD Notice to Members 00-42, NASD Regulation, Inc. Reiterates The

                                                                   Obligation Of Member
 Firms To Comply With Trading Rules, Particularly Immediately

                                                                   Prior To The Close On
 Expiration Fridays And Index Rebalancing Days, 

June

                                                                   

2000.

Trading/Markets                                                    

NYSE Rule 410 requires that, before an order is executed on the Floor, the name or

                                                                   designation of the
 account for which the order is to executed must be placed upon the

Records Of Orders                                                  record of the order.
 Similarly, 

SEC Rule 17a-3(a)(6) requires a record of each order to be
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                                                                   prepared at the time
 of the transaction and that it include the account name.

                                                                   It has come to the
 SROs' attention that member organization employees are, in some

                                                                   instances, delaying
 entry of account designation on order tickets. Broker/dealers must

                                                                   ensure that each order
 is documented prior to, or simultaneous with, the order's entry.

                                                                   Records must include
 account designations as well as the number of shares to be allocated

                                                                   per account.

                                                                   

See 

NYSE Information Memo No. 00-19, Timely Designation and

                                                                   Allocation of Account
 Information - Record of Orders, 

dated July 21, 2000.

Variable Contracts                                                 Variable life
 insurance and variable annuity contracts (Variable Contracts) are securities,

                                                                   and accordingly, their
 distribution is subject to NASD rules. Of particular importance are:

Sales Of Variable Life Insurance
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                                                                   •      

Rule 3010 (Supervision), which requires each member to establish and maintain

                                                                          systems to
 supervise the activities of each registered representative and associated

                                                                          person in order
 to achieve compliance with the securities laws, regulations, and

                                                                          NASD rules; and

                                                                   •      

Rule 2310 (Suitability), which requires that a member, when recommending the

                                                                          purchase, sale,
 or exchange of any security to a customer, have reasonable grounds

                                                                          for believing
 that the recommendation is suitable for the customer upon the basis of

                                                                          the facts
 disclosed by the customer.

                                                                   

See NASD Notice to Members 00-44, The NASD Reminds Members Of Their

                                                                   Responsibilities
 Regarding The Sale Of Variable Life Insurance, 

July 2000. [This
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Notice focuses on retail sales of variable life insurance, including both scheduled

                                                                   premium and flexible
 premium products, and provides a set of guidelines to assist

                                                                   members in developing
 sales-related supervisory procedures.]

Variable Contracts                                                 Guidelines intended to
 assist broker/dealers in developing appropriate procedures relating

                                                                   to variable annuity
 sales to customers. The guidelines identify areas of concern such as

Variable Annuities                                                 customer information,
 product information, liquidity and earnings accrual, customer's

                                                                   income and net worth,
 contract size thresholds, investments in tax-qualified accounts, and

                                                                   variable annuity
 replacements expected to be addressed in the procedures of

                                                                   broker/dealers that
 offer and sell variable annuities.

                                                                   

See NASD Notice to Members 99-35, The NASD Reminds Members Of Their

                                                                   Responsibilities
 Regarding The Sales Of Variable Annuities, 
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May 1999.

                                                                   

See also “Variable Annuities: What You Should Know,” SEC Web Site at:

                                                                   

www.sec.gov/consumer/varannty.htm

\1/ A blank check company is a development stage company that has no specific business
 plan or

purpose or has indicated its business plan is to engage in a merger acquisition with an
 unidentified company

or companies, or other entity or person.

                                                           

To Obtain More Information

                                      For more information about publications contact the
 SROs at these addresses:

American Stock Exchange                                                 National
 Association of Securities Dealers

NASD MediaSource                                                        NASD MediaSource

P.O. Box 9403                                                           P.O. Box 9403

Gaithersburg, MD 20898-9403                                             Gaithersburg, MD
 20898-9403
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(301) 590-6142                                                          (301) 590-6142

www.nasd.com                                                            

www.nasd.com

Chicago Board Options Exchange                                          New York Stock
 Exchange

Investor Services                                                       Publications
 Department

Chicago Board Options Exchange                                          11 Wall Street

400 S. LaSalle Street                                                   18th Floor

Chicago, IL 60605                                                       New York, NY
 10005

(800) OPTIONS                                                           (212) 656-5273,
 or (212) 656-2089

www.cboe.com                                                            

www.nyse.com

Municipal Securities Rulemaking Board                                   Philadelphia
 Stock Exchange

Publications Department                                                 Marketing
 Department

1640 King Street                                                        1900 Market
 Street
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Suite 300                                                               Philadelphia, PA
 19103

Alexandria, VA 22314                                                    (800) THE PHLX,
 or (215) 496-5158

(202) 223-9503                                                          

www.phlx.com

www.msrb.org                                                            or 

info@phlx.com

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 00-25

Click to open document in a browser

October 13, 2000

  

Member Firm Regulation

 ATTENTION: FLOOR MEMBERS, CHIEF EXECUTIVE OFFICER / MANAGING PARTNER, LEGAL,
COMPLIANCE AND REGISTRATION DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW FILING PROCEDURES FOR FORMS U-4 AND U-5 THROUGH WEB CRD

THIS MEMORANDUM MAY REQUIRE ACTION BY MEMBERS AND MEMBER ORGANIZATIONS

This memorandum is to advise Exchange members and member organizations of a change in the filing

procedures for Forms U-4 and U-5 1  .

As currently scheduled, effective November 13, 2000, Exchange members and member organizations,
who are not members of NASD. Inc., will be required to file Forms U-4 and U-5 on behalf of their

registered persons through NASD Regulation, Inc.'s Web CRD SM system. 2   The filings are made
electronically through the Internet. At that time, the Exchange will also begin to input certain NYSE
registration categories and examinations not previously entered on the CRD system. These registration
categories are: (PM/PC) Series 7A; (CO) Series 14; (CF) Series 14A; (SC) Series 21; (TA) Series 25. Please
note that applications for examinations for these registration categories will continue to be required to be filed
with the Exchange's Qualifications and Registrations Department (“Q&R”), 20 Broad Street, 22nd Floor, New
York, NY 10005. In addition, Floor Employee (FE) and Trading Assistant (TA) applicants must continue to
bring the Floor Ticket and Security Data Entry Sheet to the Qualifications and Registrations Department to be
granted access to the Trading Floor.

Pages three through six of this Memorandum contain instructions and information relating to Web CRD for
Exchange members and member organizations who are not members of NASD, Inc. Please see the Quick
Reference Guide on page two for an overview of the contents of this Memorandum and the actions required.
Pages seven through nine contain information for all members and member organizations.

QUICK REFERENCE GUIDE

PREPARATION AND TRANSITION TO WEB CRD

FOR MEMBERS AND MEMBER ORGANIZATIONS

WHO ARE NOT MEMBERS OF NASD, INC.

[] Complete the CRD Participant - User Accounts Acknowledgment Form (“UAAF”) and the Account
Administrator Entitlement Form (“AAEF”) and return to NASD Regulation no later than October 30, 2000.
(See Page 3 for more details).

[] Upon receipt of this Memorandum, please begin to deposit funds to cover processing costs for each
registered person. Funds must be received prior to November 13, 2000. (See pages 3 through 5 for more
details and payment locations).

[] Prepare for the 2001 Renewal process by reviewing the information NASD Regulation will be providing
in December 2000, retrieving the Final Renewal Statement and roster in January 2001 and ensuring that
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deposited funds include the word “Renewals.” (See pages 4 and 5 for more details and payment locations).
Firms should continue to follow the existing procedures to renew with state regulatory agencies.

[] File a Form U-4 application with Web CRD no later than November 30, 2000 for any persons registered
during the Transition Period (November 1-12, 2000). (See page 6 for more details).

[] File amended Form U-4 applications for each currently registered person converted to Web CRD no later
than April 30, 2001. (See page 6 for more details).

[] Submit copies of the results of Exchange processed fingerprint cards to CRD no later than April 30, 2001
or submit new fingerprint cards to CRD for each registered person converted. (See page 8 for the CRD
mailing address; see page 6 for more details).

INSTRUCTIONS AND INFORMATION RELATING TO WEB CRD FOR MEMBERS AND MEMBER ORGANIZATIONS
WHO ARE NOT MEMBERS OF NASD, INC.

UPDATED USER ACCOUNTS AND ENTITLEMENTS TO WEB CRD

Prior to the implementation of Web CRD on August 16, 1999, all broker-dealers, including those who are not
members of NASD, Inc., were required to submit a User Accounts Acknowledgment Form (“UAAF”) to NASD
Regulation. Nonmembers of NASD, Inc. were set up with user accounts granting entitlement to Web CRD
only for the purpose of filing Forms BD and BDW. Since Web CRD is a secure system, new user accounts
must be established for each member and member organization and for those persons designated
by each member or member organization who will require access to Web CRD in order to file Forms
U-4 and U-5 as well as re-establish user accounts for filing Forms BD and BDW. This includes those
persons who are currently entitled to file Forms BD and BDW. Members or member organizations can
designate officers, partners or employees or external persons/entities (e.g., service bureaus or outside
counsel) to access CRD on their behalf.

Important Note: All users of Web CRD must be designated on the updated CRD Participant - UAAF.
Any user not designated on the new CRD Participant - UAAF will have his/her account deleted.

Attached, as Exhibits A(1) and A(2), is an updated User Accounts Acknowledgment Form (“CRD
Participant - UAAF”) and the Account Administrator Entitlement Form (“AAEF”). Both updated forms
must be completed and submitted to NASD Regulation at the address shown on the UAAF no later
than October 30. 2000. The UAAF can not be faxed. Please note that failure to submit the UAAF and AAEF
by October 30, 2000 may cause delays in the member's or member organization's ability to file timely Forms
U-4, U-5, BD and BDW, and therefore delay approval or notice of termination.

Once NASD Regulation receives and processes your completed CRD Participant - UAAF and AAEF, your
firm will be sent a confirmation packet. The packet will contain your Web CRD Access information - User
Name and Password.

CRD FINANCIAL ACCOUNTS

All broker-dealers will be set up with a CRD Daily Registration financial account (for fee payment purposes)
and will have the ability to view their detailed financial account information through Web CRD. Please note
that you must have a credit balance (funds on deposit) in your account for transactions to be processed.
Attached, as Exhibit B, is a copy of the Web CRD Accounting Navigation Guide which explains in detail

the Accounting function. 3   Also attached, as Exhibit C, is a copy of the Web CRD Fee Schedule listing

associated processing, registration and examination fees 4   (not all examinations included in the list are
applicable for registration with the Exchange). Attached, as Exhibit D, is a list of NYSE registration categories
along with their respective examination qualification requirements. The list also describes how Web CRD
processes the registration request.

Processing Fees
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Initial Account Balance

It will be necessary for each member and member organization to deposit at least enough funds in its
CRD Financial Account to cover the $50 Non-Member Processing Fee NASD Regulation will charge
for each registered person converted to Web CRD. In addition, if a new fingerprint card is to be submitted,
the fingerprint processing fee of $32 should also be included in the initial deposit. This initial deposit must
be made prior to November 13, 2000.

2001 Annual Maintenance and Processing Fees (Renewals)

The CRD Annual “Renewal” Process begins in November 2000 5   for the year 2001. For each registered
person, NASD Regulation will charge a $30 Annual System Processing Fee, in addition to the $52 NYSE
Annual Maintenance Fee that will be assessed for 2001. Since the conversion of NYSE registrations to CRD
will be effected after the preliminary renewal statements are processed, these statements will not be available
for non NASD members. Therefore, non NASD members will pay their annual renewal fees to CRD after
the Final Renewal Statements are processed and available online in January 2001. It will be necessary
for each member and member organization to ensure that enough funds are deposited in its CRD
Renewal account to cover the costs of these fees. Detailed information about retrieving online Renewal
statements and rosters via Web CRD and additional payment information will be mailed directly to your firm
by NASD Regulation in December 2000. Renewal fees must be deposited to a separate and distinct Web
CRD Renewal account.

All Web CRD daily registration payments should be sent to the following addresses:

Daily Registration via US Mail Delivery:

NASD Regulation, Inc.

Department Number 0548

Washington, DC 20073-0548

Daily Registration via Express Delivery:

NASD Regulation, Inc.

9509 Key West Avenue

Rockville, MD 20850

Attn: Finance Department - Cash Receipts

All 2001 Renewal payments via US Mail or express delivery should be sent directly to Riggs National Bank:

NASD Regulation, Inc. - Renewals

Department Number 0653

C/O Riggs National Bank

5700 River Tech Court

Riverdale, MD 20737-1250

Important Note: All check payments must include your firm's CRD # on the face of the check. Renewal
payments should also include the word “Renewals.”

NASD Regulation also accepts payments via wire transfers. Payments should follow the wire transfer
instructions below in order to ensure that the transfer is completed successfully. Any transfers after 3 p.m.,
Eastern Time, will be credited the following business day.

Instruct your bank to contact: “The Riggs National Bank in Washington, DC” .

Provide your bank the following information to initiate the wire transfer:
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- ABA number: 054-000030

- Beneficiary: NASD Regulation, Inc.

- NASD Regulation Account Number: 086-761-52

- Reference Number: Firm CRD number ( Renewal payments should also include the word
“Renewals.”)

Remember to inform your bank that funds are to be credited to the NASD Regulation bank account and to
use the broker-dealer's CRD number as a reference number only.

If you wish to call back later and confirm the transfer, you must have the Confirmation Number which
is given to you by your bank. You may also contact the NASD Regulation Finance Department at (240)
386-5294.

WEB CRD PRE-HIRE FUNCTIONALITY

As a participant in Web CRD, Exchange members and member organizations, who are not members of
NASD, Inc., will now be able to request a “pre-hire” report on a prospective employee. When making such
a request, the broker-dealer must certify (by answering “Yes” to the question, “Is this a Pre-Hire Report
Request?”) that the broker/dealer is considering such subject(s) for employment and has obtained and
will keep on file such subject(s)'s written consent to review his/her/their CRD record for that purpose.
Unauthorized use of the pre-hire function, or failure to keep on file the written consent, may result in
Exchange disciplinary action being taken against the firm.

STATE REGISTRATIONS

For members and member organizations registered with state regulatory agencies, please note that Web
CRD will not be able to process state registrations at this time. You must continue to file hard copies of the
Forms U-4, U-5, BD and BDW directly with the appropriate state regulatory agency until further notice.

CONVERSION OF NYSE REGISTRATION RECORDS

NYSE Records

For those individuals who are currently registered, 6   the Exchange will provide a data file to the CRD
limited to certain “base” information concerning each individual, i.e., the individual's name and social security
number, name of member organization employer, and type(s) of registration category(ies). Fingerprint cards
previously received and processed by the Exchange for these individuals will be converted to Web CRD as
having been “received” and will show a fingerprint card status of “RECC” on Web CRD, however Federal
Bureau of Investigation (FBI) results of the fingerprint card will not be able to be converted.

It will be necessary, after November 13, 2000, for each member or member organization to file an
amended Form U-4 with Web CRD to complete the missing Form U-4 information for their associated
persons who are required to be registered. All such amended U-4 filings must be completed by April
30, 2001. In addition, copies of civil applicant response sheets and arrest reports returned from
the Department of Justice (DOJ) must be submitted to CRD to be posted to the individual's CRD
record. In the event the FBI results of a fingerprint card is not on file with the member or member
organization, a new fingerprint card must be submitted to CRD for processing.

Registration Approval and Examination Dates

Most existing registration approval dates will be converted to Web CRD with a conversion date of October 1,
2000.
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The Exchange will convert the date examinations were passed, where known, however where the
examination date is unknown, the October 1, 2000 conversion date will be used.

Continuing Education (“CE”)

For individuals whose CE status is “satisfied” at the time of conversion, all continuing education initial
registration dates will be reset to October 1, 2000. Therefore, the next continuing education session
requirement will commence two years from that date.

For individuals whose CE status is “inactive” at the time of conversion, a continuing education session must
be completed within two years from the date the registration went inactive for the registration to be reinstated
without retaking the qualifying examination.

For individuals whose CE status is “terminated” at the time of conversion, the qualifying examination must be
retaken before the registration can be approved.

Transition Period

As currently scheduled, there will be a transition period beginning November 1 through November 12, 2000 in
which the final data file sent by the Exchange will be incorporated into Web CRD. During this period, Q&R
will accept paper Form U-4 for Floor Employees (FE), however, when Web CRD becomes available on
November 13, 2000, the member or member organization employer must file electronically a Form U-4
for any such persons. These form filings must be submitted to Web CRD no later than November 30,
2000. Form U-5 should not be submitted during the Transition Period, but should be electronically filed with
Web CRD after the system becomes available on November 13, 2000.

See pages seven through nine of this Memorandum for additional registration information and REMINDERS
for all members and member organizations.

THE FOLLOWING INFORMATION IS FOR ALL MEMBERS AND MEMBER ORGANIZATIONS

CONVERSION OF REGISTRATIONS NOT PREVIOUSLY ENTERED ON WEB CRD

Compliance Official (CO) Series 14

The Exchange began entering all Series 14 examination results into Web CRD in September 1999. The
procedure to be followed to request registration after November 13, 2000 will be to continue to submit the
Series 14 application to Q&R. The CO registration category will be manually inputted by the Exchange upon
passing the examination.

All historical Series 14 passing results have been entered on Web CRD.

Compliance Official Specialist Firm (CF) Series 14A

The procedure to be followed to request registration after November 13, 2000 will be to continue to submit a
Series 14A application to Q&R. A Form U-4 application will not be required to be filed with Web CRD at this
time if this is the sole registration category being requested. If the individual is registered in another category,
the Exchange will manually input the examination results and CF registration category.

Floor Member Conducting Business with Professional Customers (PM) Series 7A

The procedure to be followed to request registration after November 13, 2000 will be to continue to submit
a letter to Q&R with a request for the Member to take the examination. As noted in footnote 1 on page
1, Exchange Members will not be electronically filing Form U-4 with Web CRD at this time. Therefore, a
Form U-4 application will not be required to be filed with Web CRD at this time if this is the sole registration
category being requested. If the individual is registered in another category (other than Member), the
Exchange will manually input the examination results and PM registration category.
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Floor Clerk Conducting Business with Professional Customers (PC) Series 7A

Specialist Clerk (SC) Series 21

Trading Assistant (TA) Series 25

Beginning November 13, 2000, the Exchange will enter all results of the above examinations into Web CRD.

Historical passing results for these examinations, and the Series 7B 7   examination, will also be entered. The
procedures to be followed to request these registrations after November 13, 2000 will be as follows:

Floor Clerk Series 7A - submit a letter to Q&R with a request for the applicant to take the examination. The
candidate must have a Form U-4 application filed in Web CRD and be registered as a Floor Employee (FE)
and either a Trading Assistant (TA) or Specialist Clerk (SC). The PC registration category will be manually
inputted by the Exchange upon passing the examination.

Series 21; Series 25 - submit the appropriate application to Q&R. The candidate must have a Form U-4
application filed in Web CRD and be registered as a Floor Employee (FE). The SC or TA registration category
will be manually inputted by the Exchange upon passing the examination.

See Exhibit D for a list of NYSE registration categories along with their respective examination qualification
requirements. The list also describes how Web CRD processes the registration request.

REMINDERS FOR ALL MEMBERS AND MEMBER ORGANIZATIONS:

Fingerprint cards must be submitted to the CRD within thirty days of filing the Form U-4. Only fingerprint cards
having an NASD bar code number on the card can be used for electronic Form U-4 filings with Web CRD.
The cards should be mailed to ensure receipt by the CRD within 30 days of filing the Form U-4 application.
Fingerprint cards with NASD bar code numbers or bar code stickers can be ordered by calling the NASD
Gateway Call Center at 1-301-869-6699. Fingerprint cards, DOJ arrest information, civil applicant response
sheets and all CRD correspondence should be mailed to:

Central Registration Depository - CRD SM

PO Box 9495

Gaithersburg, MD 20898-9495

Members and member organizations need to monitor the Web CRD queues for Account Balances,
Registration Approvals, Terminations and Deficiencies, Examination Schedules and Results, Continuing
Education requirements and Fingerprint cards. For additional information concerning Web CRD queue
management, Navigation Guides are available on the NASD Regulation Web Site - www .nasdr.com .

Members and member organizations must maintain for their records signed copies of the electronically filed
Forms U-4 and U-5. The information contained on Form U-4 must be kept current and shall be updated
by the filing of an amendment. The Form U-5 must be filed no later than 30 days following termination and
a copy of the termination notice sent concurrently to the person whose association has been terminated.
The Form U-5 must be amended in the event that the member or member organization learns of facts or
circumstances causing any information set forth in the termination notice to become inaccurate or incomplete.
A copy of such amendment shall also be provided to the person whose association has been terminated.
(See Exchange Rule 345.11, .12, .17 and .18 and Rule 240.17f-2 of the Securities Exchange Act of 1934.)

Floor Employees

Temporary Floor Employees are subject to the same registration requirements as all other Floor Employees.
Members and member organizations must submit a Form U-4 application and fingerprint cards for all
prospective temporary Floor Employees prior to admittance to the Floor. Visitors' badges are not acceptable
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for temporary Floor Employees. Members and member organizations that permit such an employee to work
on the Floor using a visitor's badge may be subject to disciplinary action by the Exchange. A Form U-5 must
be filed within 30 days after completion of the temporary employee's assignment.

If a Floor Employee works for more than one member or member organization, each employer must file
electronically a Form U-4 and submit a fingerprint card to CRD. The Dual Employment Section on Page 1
of the Form U-4 application must be completed indicating each broker-dealer with which the individual will
maintain a registration.

Any questions relating to this memorandum may be directed to Peggy L. Germino, Manager, Qualifications
and Registrations at (212) 656-8450, Jacob Rivers at (212) 656-5567 or Patricia Neil at (212) 656-2594.

Salvatore Pallante

Senior Vice President

Attachments

EXHIBIT A(1)

Web CRD SM

User Accounts Acknowledgment Form (UAAF) (Firm)

CRD Participant

Note: Full names, including a middle name, and birth dates (month, day, year) are required for
entitlement purposes for all participants. Middle names also are required. If there is no middle name,
then enter N/A.

CRD Participant Firm:   

                                                                                         
                                 

CRD Participant Firm CRD#:   

                                                                                         
                            

CRD Participant E-Mail Address:  

                                     CRD Participant Fax Number: 

                                         

Primary CRD Participant Account Administrator
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If this individual is already entitled to use NASDR's Web CRD System, check here: []

Name:    

                                                                                         
        

           First                                                  Middle                 
                    Last

Address:   

                                                                                         
                                            

                                                                                         
                                                       

Date of Birth:  

               /

                  /

                    (required) MM/DD/YYYY

Title:  

                                                    E-mail Address:  
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Telephone Number:  

                                                   Fax Number:  

                                                        

Alternate CRD Participant Account Administrator

If this individual is already entitled to use NASDR's Web CRDSM System, check here: []

Name:    

                                                                                         
                                                

           First                                                  Middle                 
                    Last

Address:   

                                                                                         
                                              

                                                                                         
                                                         

Date of Birth:  

                  /

              /

                (required) MM/DD/YYYY
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Title:  

                                                     E-mail Address:  

                                                              

Telephone Number:  

                                              Fax Number:  

                                                              

Additional Users Full Names

In addition to the Account Administrators you identified on the previous page, enter the
 names of any other individuals who will need access to the Web

CRD System.

                                                                                         
                            Dates of Birth (required)

1)   

                                                                                         
             

        /

        /
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       First                               Middle                          Last          
                            MM          DD              YYYY

2)   

                                                                                         
             

        /

        /

         

       First                               Middle                          Last          
                            MM          DD              YYYY

3)   

                                                                                         
             

        /

        /

         

       First                               Middle                          Last          
                            MM          DD              YYYY

[] Check here if additional users are requested and attach a list of full names and birth
 dates (in MM/DD/YYYY format).
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This User Account Acknowledgment Form (UAAF) must be executed by an officer, partner, or other
individual with full legal authority to execute this UAAF on behalf of the participating organization.
The signatory hereby acknowledges that he/she is authorized to execute this agreement on behalf of
the organization. The signatory further acknowledges and agrees on behalf of the organization that
the Account Administrator and all users designated on this UAAF (or otherwise by the organization)
are authorized to act on behalf of the organization whenever conducting its business, regulatory, or
other lawful activities, through the Web CRD system and are entitled to make filings, acceptances
or rejections, enter data, and/or initiate transactions on behalf of the organization, and that the
organization will be responsible for such filings, data entered, and/or transactions initiated, and all
fees and registration transactions related thereto.

Signature:   

                                                                 

Date:    

                                                                     

Print Name of Signatory: 

                                                                        

Web CRD Entitlement Requests NASD Regulation, Inc.

P.O. Box 9495

Gaithersburg, MD 20898-9495

Gateway Call Center: 301.869.6699

EXHIBIT A(2)

CRD Participant

Account Administrator Entitlement Form (User Privileges)

CRD Participant Entitlement Information

CRD Participant Firm Name:   

                                                                      

Account Administrator User Information
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If this individual is already entitled to use NASDR's Web CRD System, check here: []

Name:   

                                                                                         
                                        

           

First                                   Middle                             Last

Check one of the boxes below to show your Account Administrator status.

[] 

I am the Primary Account Administrator                        [] 

I am an Alternate Account Administrator

Date of Birth 

  /

  /

    MM/DD/YYYY.                                             Telephone Number:      (  ) 

                     

(Date of birth is used to verify the identity of the user.)

As the Account Administrator, please enter an X in the left side of the table below for each
Entitlement Privilege your Firm requires you to have.
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Accounting

                    

Accounting                                                 Provides the capability to 

view our Firm's Accounting data.

Reports

                    

Reports                                                    Provides the capability to 

access ReportMart to retrieve your Firm's Reports.

Form Filing

                    

Form Non-Registered FP                                     Provides the capability to 

enter Non-Registered individuals fingerprint cards.

                    

Form BD and BDW                                            Provides the capability to 

enter BD Amendments and Partial and Full BDW form

                                                                               filings.
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Form U4                                                    Provides the capability to 

enter Initial, Amendment, Page 2 for BD Schedule A

                                                                               or B,
 Relicense and Dual Registration form filings.

                    

Form U5                                                    Provides the capability to 

enter Partial, Full and Amendment U5 form filings.

Individual

                    

Queue Approve/Remove All                                   Provides the capability to 

remove all items in the Firm Queues.

                    

Individual Firm Queues                                     Provides the capability to 

view Individual Notices (Registrations, Disclosure,

                                                                              
 Fingerprint, Exams, CE, & Termination)
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Non-Filing Information                                     Provides the capability to 

view the Individual's Non-Filing information

                           

Maintain Registration Comment                       Provides the capability to 

create and maintain an Individual's registration

                                                                               comment.

                    

View Individual Information                                Provides the capability to 

view information about individuals that have been

                                                                               previously
 employed or currently employed by your Firm or our Firm's

                                                                              
 Simultaneous Filing Group.

                           

View DOJ Information                                Provides the capability to 

view an individual's DOJ information.
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Organization

                    

Organization Firm Queues                                   Provides the capability to 

view Firm Notices. (Current Deficiencies, Withdrawal

                                                                               or
 Termination, SFG Retirement)

                    

Mass Transfers                                             Provides the capability to 

prepare a Mass Transfer of individuals from one

                                                                               Member
 Firm to another without requiring U4 filings, U5 filings, or fingerprint

                                                                               cards
 submission. (CRD/PD must initiate process)

                    

Non-Filing Information(read only)                          Provides the capability to 

view the Firm's Non-Filing information (contact

                                                                              
 information, trustee information, name change history, and mass transfer history.)
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Maintain Contact                                    Provides the capability to 

view and maintain the Firm's Contact information.

                    

View Organization Information                              Provides the capability to 

view information about your Organization.

Web CRD Entitlement Requests NASD Regulation, Inc.

P.O. Box 9495 Gaithersburg, MD 20898-9495

Entitlement Fax: 240.386.4669 Gateway Call Center: 301.869.6699

EXHIBIT B

Accounting Navigation Guide

Web CRD SM

Central Registration Depository

CRD Main               Forms            Individual           Organization            
 Accounting         Notifications           Admin Tools         Help

Accounting         Accounting is the function in Web CRD that provides firms and NASDR
 with the ability to view detailed financial account

                   information specific to a firm.

Key Accounting Definitions                                                              
 Key Accounting Terminology

Account Status: Your account status is defined as either

SUFFICIENT or DEFICIENT throughout a business day. Your

account status stays the same for the entire day.                                        
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Sufficient account status represents a 

credit balance which is a

                                                                                        
 favorable balance for your firm. A credit balance is displayed as a

Sufficient: All transactions submitted to CRD will be processed for                     
 negative amount. For example, an outstanding credit balance of $1,000.00

that business day; even if the total amount is more than the actual                     
 represents funds ($1,000.00) available for registration

available funds in the account. Therefore, if an account has an opening                 
 transactions.

balance greater than $0, all transactions will be processed for that

business day.

                                                                                         

Deficient account status represents a 

debit balance which means

Deficient: If an account has an opening balance of $0 or less; no                       
 your firm has no funds available for registration transactions and

transactions will be processed for that day. These transactions will be                 
 owes NASDR the amount of the debit balance. A debit balance is

held in a Funds Deficient Transactions Queue until the firm's opening                   
 displayed as a positive amount.
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balance is greater than $0 (Sufficient).

                                                                                 []      
          

YOU MUST HAVE AN OUTSTANDING CREDIT

                                                                                         
          

BALANCE (NEGATIVE AMOUNT - SUFFICIENT

                                                                                         
          

ACCOUNT STATUS) FOR REGISTRATION

                                                                                         
          

TRANSACTIONS TO BE PROCESSED.

How do I…find my              Click on 

Daily                       Organization Accounting Information        Note:

account status and              Account to view               []                Daily
 Account                   Upon implementation of Web

opening balance?                the screen below.                              Renewal
 Account                  CRD, 

Preliminary, Final and Past
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Due Invoices during the renewal

                                                                                         
                  []   period will no longer be mailed.

                                                                                         
                  []   Click on 

Renewal Account for

                                                                                         
                       viewing and printing these invoices.

                                                 

Daily Organization Information

                   

CRD Number: 12                                Organization Name: ABC, Inc.

                   

Balance As Of: 04/22/1999 15:57:00            Account Status: Sufficient

                   

Balance: -$3,503.00

Web CRD SM Navigation Guide Accounting

How do I…find detailed account
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information?                                                                     This
 queue details transactions that have been

                                              

Daily Account Queues               submitted to and processed by CRD. While these

                                              Processed Transactions   []       
 transactions have been processed by CRD, they will

                                                                                 not be
 deducted from a firms account balance until

Use the Navigation Panel to obtain                                               the next
 business day.

detailed account information. You

can then perform various searches                                                        
         Account Status = Sufficient

or view transaction queues

                                                                                 This
 queue details transactions that are funds

                                                                                
 deficient because the firm's opening account balance

                                                Funds Deficient                  was
 Deficient ($0 or less). While these transactions

                                                 Transactions          []        have
 been submitted to CRD, they have not been
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Note: Searches can only be                                                      
 processed. When the account balance becomes

performed for a date range of up                                                
 Sufficient, these transactions will move to the

to 31 days at one time.                                                         
 Processed

                                            

Daily Account Information            Search for summary information by date range for

                                            Account Activity Summary   []       
 deposits, and all transactions, as well as a beginning.

                                                                                 and
 ending balance

                                                                                 Search
 for detailed information about specific

                                                 Deposit Detail        []       
 deposits. Note: Deposits received before 3:00 pm will

Questions on…                                                                  be
 available the next business day.

Balance Discrepancies:

Click on: 

Transaction Details                                                    Search for
 detailed information about specific

and/or 
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Transfer details; Search                  Transfer Detail       []        transfers
 between accounts and firm requested

by date range to view all                                                       
 withdrawals.

transactions within that date range.

                                                                                 Search
 for detailed information about all transactions

                                                                                
 submitted to CRD (e.g. registration fees, exam fees,

Specific charges related to a                   Transaction Detail     []       
 disclosure processing fees). Also includes

registered representative:                                                      
 adjustments made to an account and manual charges

Click on 

Bill Line Search; provide a                                             (e.g. Media
 Source products). This query does 

not

date range for the search and                                                    include
 items listed in 

Transfer Detail or Deposit

enter the individual's CRD number                                                
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Detail.

to view the specific charges.

                                                                                 Search
 for specific transactions by CRD #, CRD

                                                 Bill Line Search      []       
 Transaction #, or Charge Code # by a given date

                                                                                 range.

EXHIBIT C

Web CRD SM FEE SCHEDULE

GENERAL REGISTRATION FEES:

      $50.00         NASD Non-Member Processing Fee\1/

      $95.00         NASD Disclosure Processing Fee\2/ (U-4, U-5, & amendments)

      $65.00         NYSE Initial Individual Registration Fee

      $43.00         NYSE Transfer/Relicense Individual Fee

      $30.00         NASD Annual System Processing Fee assessed only during Renewals

      $52.00         NYSE Annual Maintenance Fee assessed only during Renewals

\1/ For all Initial, Transfer, Relicense, Dual registration 

Form U4 filings. This fee will also be systematically

generated upon conversion to Web CRDSM of NYSE-only registered individuals.
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\2/ For all registration, transfer, or termination filings with new or amended disclosure
 information or that

require certification as well as any amendment to disclosure information.

FINGERPRINT PROCESSING FEES:

      $32.00         per card Initial Submission

      $10.00         per card Second Submission w/ initial Fingerprint Card attached

      $32.00         per card Second Submission w/o initial Fingerprint Card attached

      $32.00         per card Third Submission

QUALIFICATION EXAMINATION FEES:

    

FEE              EXAM                        DESCRIPTION

      $75.00         Series 3                    National Commodities Futures

      $75.00         Series 4                    Registered Options Principal

      $60.00         Series 5                    Interest Rate Option

      $60.00         Series 6                    Investment Co./Variable Contracts Rep

     $200.00         Series 7                    General Securities Representative
 (includes NYSE develop fee)

      $50.00         Series 9                    General Securities Sales Supervisor
 (Options Module)
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      $60.00         Series 10                   General Securities Sales Supervisor
 (General Module)

      $60.00         Series 11                   Assistant Representative - Order
 Processing

      $60.00         Series 15                   Foreign Currency Options

     $200.00         Series 16                   Supervisory Analyst NYSE (1 or 2 parts
 depending on NYSE requirements)

      $65.00         Series 17                   Limited Registered Representative (IE)

      $60.00         Series 22                   Direct Participation Programs
 Representative

      $75.00         Series 24                   General Securities Principal

      $75.00         Series 26                   Investment Co./Variable Contracts
 Principal

      $75.00         Series 27                   Financial and Operations Principal

      $75.00         Series 28                   Introducing Broker/Dealer Financial and
 Operations Principal

      $60.00         Series 30                   Branch Managers Exam - Futures

      $60.00         Series 31                   Futures Managed Funds Examination

      $60.00         Series 32                   Limited Futures Exam - Regulation

      $60.00         Series 33                   Financial Instruments Examination
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     $150.00         Series 37                   Canada Module of S7 (Options Required)

     $150.00         Series 38                   Canada Module of S7 (No Options
 Required)

      $75.00         Series 39                   Direct Participation Program Principal

      $60.00         Series 42                   Registered Options Representative

      $60.00         Series 52                   Municipal Securities Representative

      $75.00         Series 53                   Municipal Securities Principal

      $60.00         Series 55                   Limited Representative-Equity Trader

      $60.00         Series 62                   Corporate Securities Limited
 Representative

      $65.00         Series 63                   Uniform Securities Agent State Law Exam

      $60.00         Series 64                   Uniform Real Estate Securities Exam

     $110.00         Series 65                   Uniform Investment Advisor Exam

     $110.00         Series 66                   Uniform Combined State Law Exam\**/
 (equivalent of S-63 plus S-65)

      $60.00         Series 72                   Government Securities Representative

\**/S-7 is a prerequisite to the S-66. S-66 is the equivalent of S-63 plus S-65.

CONTINUING EDUCATION FEES:
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      $65.00         Series 101                  Continuing Education General Program

      $65.00         Series 201                  Continuing Education Supervisor Program

   As of: July 24, 2000

                                                                                        
                                                                                         
  

EXHIBIT D

NYSE QUALIFICATIONS AND REGISTRATIONS

EXAMINATION REQUIREMENTS

   

Registration Category                         Exam Required                 Training/
Experience                          Prerequisites/Other                  Web CRD
 Processing of Application                           CE Session

                                                                                 

Requirements                                 Requirements

Registered Options Principal                    Series 4                     No training
 period                     No prerequisite exams                        Automatic
 approval by CRD if all                            201

(OP)                                                                                    
                                                                         qualifications
 met. Applications with

                                                                                     
                                                                            Disclosure
 undergo Manual review by NYSE
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Investment Company and                          Series 6                     2 month
 training period                1 month pre-exam waiting period              Automatic
 approval by CRD if all                            101

Variable Contracts Products                                                             
                                                                         qualifications
 met. Applications with

Representative 

(IR)                                                                                     
                                                         Disclosure undergo Manual review
 by NYSE.

General Securities Registered                   Series 7                     4 month
 training period                2 month pre-exam waiting period              Automatic
 approval by CRD if all                            101

Representative 

(GS)                                                                                     
                                                         qualifications met. Applications
 with

                                                                                     
                                                                            Disclosure
 undergo Manual review by NYSE.

Securities Trader 

(TR)                          Series 7                     No training period            
         No waiting period                            Automatic approval by CRD if all   
                         101

                                                                                        
                                                                         qualifications
 met. Applications with
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                                                                            Disclosure
 undergo Manual review by NYSE.

Trading Supervisor 

(TS)                         Series 7                     No training period             
        No waiting period                            Automatic approval by CRD if all    
                        201

                                                                                        
                                                                         qualifications
 met. Applications with

                                                                                     
                                                                            Disclosure
 undergo Manual review by NYSE.

Member Conducting Public                        Series 7A                    N/A      
                              Prerequisite-Series 15 (NYSE Floor           Examination
 results and approval will be                    101

Business on NYSE Floor 

(PM)                                                                                     
    Member exam). Submit letter                  manually inputted by NYSE if U-4 is on

                                                                                        
                            requesting examination to the NYSE           CRD for another
 registration category.

                                                                                         
                           Qualifications & Registrations Dept.

Clerk Conducting Public                         Series 7A or (former)        3 month
 training period & 3 day        Prerequisite - Must be approved as a TA      Examination
 results and approval will be                    101

Business on NYSE Floor 
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(PC)                     Series 7B                    class for Series 25 prerequisite   
    or SC and have passed the Series 25          manually inputted by NYSE.

                                                                                         
                           (TA) or 21 (SC). Submit letter

                                                                                         
                           requesting examination to the NYSE

                                                                                         
                           Qualifications & Registrations Dept.

Branch Office Manager 

(BM)                      Series 9 + 10 or             3 years experience as RR          
     Prerequisite - Series 7                      Automatic approval by CRD if all       
                     201

                                                (former) Series 8 or                    
                                                                         qualifications
 met. Applications with

                                                Series 4 + 10 or Series              
                                                                            Disclosure
 undergo Manual review by NYSE.

                                                12 + Series 4 + Series

                                                53\*/ or Series 41\**/ +

                                                Series 4 + Series 53

Securities Manager 
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(SM)                         Series 12                    3 years experience as RR(except
        Cannot supervise options or municipals       Automatic approval by CRD if all    
                        201

                                                                             Direct
 Access Floor members)                                                       
 qualifications met. Applications with

                                                                                     
                                                                            Disclosure
 undergo Manual review by NYSE.

Compliance Official 

(CO)                        Series 14                    No training period              
       Prerequisite - Series 8 or 9 + 10. Submit    Examination results and approval will
 be                    201

                                                                                         
                           Series 14 Application to the NYSE            manually inputted
 by NYSE.

                                                                                         
                           Qualifications & Registrations Dept.

Compliance Official - Specialist                Series 14A                   No training
 period                     No prerequisites. Submit Series 14A          Examination
 results and approval will be                    N/A

(CF)                                                                                     
                           Application to the NYSE Qualifications       manually inputted
 by NYSE if U-4 is on

                                                                                        
                            & Registrations Dept.                        CRD for another
 registration category.

Member 
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(ME)                                     Series 15                    2 week NYSE
 training program           Submit U-4 & Addendum forms (ADG             Not processed
 through CRD.                                  N/A

                                                                                         
                           2, 3, 4, 5, 7) to the NYSE Membership

                                                                                         
                           Services Dept.

Supervisory Analyst 

(SA)                        Series 16                    3 years experience in securities
       NYSE must approve experience and             CRD schedules window for exam.       
                       201

                                                                             or financial
 analysis within the       authorize exam                               Registration is
 Pending until NYSE posts

                                                                             last 6 years
                                                                        grade to CRD; if
 grade is pass, automatic

                                                                                      
                                                                           approval of
 registration by CRD if all

                                                                                        
                                                                         qualifications
 met. Applications with

                                                                                     
                                                                            Disclosure
 undergo Manual review by NYSE.

UK Limited Representative 
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(IE)                  Series 17                    4 month training period               
 Certification by foreign SRO                 Automatic approval by CRD calculated from  
                 101

                                                                                    
                                                                             date of
 employment if all qualifications met;

                                                                                       
                                                                          NYSE manually
 rejects if does not meet

                                                                                        
                                                                         certification.
 Applications with Disclosure

                                                                                        
                                                                         undergo Manual
 Review by NYSE. Manual

                                                                                        
                                                                         reject by NYSE
 after email notification from

                                                                                     
                                                                            CRD if not
 qualified.

Front Line Specialist Clerk 

(SC)                Series 21                    6 months on-the-job training          
 Prerequisite - Must be approved as a TA      Examination results and approval will be   
                 N/A

                                                                             period
 under direction and             and have passed the Series 25. Submit        manually,
 inputted by NYSE.

                                                                             supervision
 of Specialist              Series 21 Application to the NYSE
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                           Qualifications & Registrations Dept

Direct Participation                            Series 22                    2 month
 training period                1 month pre-exam waiting period              Automatic
 approval by CRD, calculated from                  101

Representative 

(DR)                                                                                  
                                                            date of employment, if all
 qualifications met.

                                                                                         
                                                                        Applications with
 Disclosure undergo

                                                                                        
                                                                         Manual Review by
 NYSE.

Trading Assistant 

(TA)                          Series 25                    3 month on the job training  
          Prerequisite - approval as an FE Exam        Examination results and approval
 will be                    N/A

                                                                             period and 3
 day NYSE                  not to be taken until expiration of 3        manually inputted
 by NYSE.

                                                                             classroom
 training                     month training period and 3 day class

                                                                                         
                           completed. Submit Series 25
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                           Application to the NYSE Qualifications

                                                                                         
                           & Registrations Dept.

Canadian Limited                                Series 37                    No training
 or waiting period          Certification by foreign SRO                 Automatic
 approval by CRD calculated from                   101

Representative [includes                                                            
                                                                             date of
 employment if all qualifications met;

options] 

(CN)                                                                                    
                                                                NYSE manually rejects if
 does not meet

                                                                                        
                                                                         certification.
 Applications with Disclosure

                                                                                        
                                                                         undergo Manual
 Review by NYSE. Manual

                                                                                        
                                                                         reject by NYSE
 after email notification from

                                                                                     
                                                                            CRD if not
 qualified.

Canadian Limited                                Series 38                    No training
 or waiting period          Certification by foreign SRO                 Automatic
 approval by CRD calculated from                   101
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Representative 

(CD)                                                                                 
                                                             date of employment if all
 qualifications met;

                                                                                       
                                                                          NYSE manually
 rejects if does not meet

                                                                                        
                                                                         certification,
 Applications with Disclosure

                                                                                        
                                                                         undergo Manual
 Review by NYSE. Manual

                                                                                        
                                                                         reject by NYSE
 after email notification from

                                                                                     
                                                                            CRD if not
 qualified

Japanese Limited Representative                 Series 47                    No training
 or waiting period          Certification by foreign SRO                 Automatic
 approval by CRD calculated from                   101

(JP)                                                                                
                                                                             date of
 employment if all qualifications met;

                                                                                       
                                                                          NYSE manually
 rejects if does not meet
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                                                                         certification.
 Applications with Disclosure

                                                                                        
                                                                         undergo Manual
 Review by NYSE. Manual

                                                                                        
                                                                         reject by NYSE
 after email notification from

                                                                                     
                                                                            CRD if not
 qualified

Municipal Securities                            Series 52                    2 month
 training period                1 month pre-exam waiting period              Automatic
 approval by CRD, calculated from                  101

Representative 

(MR)                                                                                  
                                                            date of employment, if all
 qualifications met.

                                                                                         
                                                                        Applications with
 Disclosure undergo

                                                                                        
                                                                         Manual Review by
 NYSE

Securities Lending                              No exam required             No training
 period                     No prerequisite exams. Submit Code of        Manual approval
 by NYSE.                                    101

Representative 
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(LE)                                                                                     
            Ethics to the NYSE Qualifications &

                                                                                         
                           Registrations Dept.

Securities Lending Supervisor                   No exam required             No training
 period                     No prerequisite exams. Submit Code of        Manual approval
 in CRD by NYSE.                             201

(LS)                                                                                     
                           Ethics to the NYSE Qualifications &

                                                                                         
                           Registrations Dept.

Allied Member 

(AM)                              Dependent upon duties        Depends on functions      
             Submit Addendum forms (ADG 2, 3, 4,          Manual approval in CRD by NYSE.
                             201

                                                (i.e. CFO & COO -                        
                           5) to the NYSE Qualifications &

                                                Series 27, CCO -                         
                           Registrations Dept. Exam, if any,

                                                Series 8, 14)                            
                           determined by function.

Approved Person 

(AP)                            No exam required             No training period          
           No fingerprints required                     Manual approval by NYSE.         
                           N/A
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(Individual)

Approved Person (AP) (Entity)                   No exam required             No training
 period                     Submit 

Form AP-1 to the NYSE                 Not processed through CRD.                         
         N/A

                                                                                         
                           Qualifications & Registrations Dept.

Floor Employee 

(FE)                             No exam required             No training period         
            Submit Floor Badge Application Form          Manual approval by NYSE.        
                            N/A

                                                                                         
                           and Security Data Entry Sheet to the

                                                                                         
                           NYSE Qualifications & Registrations

                                                                                         
                           Dept.

\*/Series 53 is the Municipal Securities Principal Exam, NYSE does not approve MP
 registration category.

\**/Series 41 is the NYSE Allied Member Exam eliminated in 1985

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes
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1  Form U-4 is the "Uniform Application for Securities Industry Registration or Transfer," Form U-5 is the
"Uniform Termination Notice."

2  The changes contained in this memorandum do not affect the filing requirement for Exchange
Membership. A hard copy Form U-4 and U-5 for Members should continue to be submitted to the
Exchange's Membership Services Department.

3  Please see NASD Regulation's web site at www.nasdr.com for the complete set of Web CRD Navigation
Guides.

4  See page 3 for more information relating to the processing costs associated with the conversion of
NYSE registration records to Web CRD. Page 4 provides detailed information relating to the records
conversion.

5  Please see NASD Regulation's web site at www.nasdr.com for detailed information concerning the
Annual Renewal Process.

6  During the next few weeks, a representative from the Qualifications and Registrations Department will be
contacting each member and member organization to review a list of its' registered persons prior to the
Web CRD conversion.

7  Prior to January 2000, the Series 7B was the qualifying examination for Floor Clerks Conducting
Business with Professional Customers (PC).
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 00-24

Click to open document in a browser

October 2, 2000

  

Market Surveillance

 TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW RULE 80A COLLARS AND RULE 80B CIRCUIT BREAKER LEVELS FOR THE FOURTH
QUARTER 2000

EFFECTIVE OCTOBER 1, 2000 through DECEMBER 31, 2000

• Rule 80A restrictions on index arbitrage trading in component stocks of the S&P 500 Stock Price lndex sm *  

will be imposed when the Dow Jones Industrial Average sm **   (“DJIA”) is above or below its closing value on
the previous trading day by:

210 points or more

• Rule 80A restrictions will be removed when the DJIA is above or below its closing value on the previous
trading day by:

100 points or less

•Index arbitrage order entry restrictions will be re-imposed each time the DJIA advances or declines 210
points from the prior day's close.

• Rule 80B trading halts will be triggered when the DJIA declines below its closing value on the previous
trading day by:

1,100 points (Level 1)

2,200 points (Level 2)

3,300 points (Level 3)

Rule 80A

Whenever Rule 80A collars are in effect due to a decline in the DJIA, all index arbitrage orders to sell any
component stock of the S & P 500 Stock Price Index must be marked “sell plus”: and whenever the collars
are in effect due to an advance in the DJIA, all index arbitrage orders to buy must be marked “buy minus”.

Rule 80B

Whenever a Rule 80B circuit breaker is in effect, trading in all stocks on the Exchange will halt for the time
periods specified below.

Level 1 Halt

a) before 2:00 p.m. - one hour;

b) at 2:00 p.m. or later but before 2:30 p.m. - 30 minutes;

c) at 2:30 p.m. or later - trading shall continue, unless there is a Level 2 Halt.
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Level 2 Halt

a) before 1:00 p.m. - two hours;

b) at 1:00 p.m. or later but before 2:00 p.m. - one hour;

c) at 2:00 p.m. or later - trading shall halt and not resume for the remainder of the day.

Level 3 Halt

at any time - trading shall halt and not resume for the remainder of the day.

A complete discussion of the calculation of trigger values for Rule 80A and Rule 80B was published in
Information Memo No. 99-8, dated February 12, 1999 and Information Memo No. 98-15, dated April 13, 1998,
respectively.

Questions concerning these matters may be addressed to Brian McNamara at (212) 656-7086 or Donald
Siemer at (212) 656-6940.

Regina C. Mysliwiec

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

*  "Standard & Poor's 500 Stock Price Index" is a service mark of Standard & Poor's Corporation.
**  "Dow Jones Industrial Average" is a service mark of Dow Jones & Company, Inc.
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Market Surveillance

 Route To: Technology and Operations Officers, Regulatory and Compliance Officers

THIS MEMORANDUM REQUIRES ACTION BY MEMBERS AND MEMBER ORGANIZATIONS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: RULE 123 READINESS SURVEY

RESPONSE IS REQUIRED BY SEPTEMBER 29, 2000

As announced in Information Memo 99-38 (July 30, 1999), the Exchange will introduce a program called
Front End Systemic Capture (“FESC”) to require systemic capture of all orders prior to representation or
execution at the point of sale. The purpose of this memo is to request information from members and member
organizations regarding readiness to support FESC.

Rule 123 Readiness Survey

The attached survey asks for information on systems and personnel with respect to FESC compliance. This
survey was previously issued in April of this year, but responses were not received from several members
and member organizations. As a result, pursuant to Rule 416(a) the Exchange is requiring a response from
each member and member organization doing business on the Floor by October 20, 2000. Under Rule
416(b), a fee of $100 per day may be imposed by the Exchange on every member or member organization
that fails to submit a properly completed survey by October 20, 2000.

The survey will be collected via The Electronic Filing Platform (“EFP”). Do not submit the enclosed paper
copy of the survey, it is to be used as a “reference” copy for the information being requested. The survey will
be available on the EFP website from October 16 through October 20, 2000.

In order to register the “EFP Filer(s)”, please complete the attached EFP Filer Information Sheet and return
it to Phyllis L. Yermanock, BDOFR, New York Stock Exchange, Inc., 20 Broad Street, 23rd Floor, New York,
NY 10005 or fax it to 212-656-2854 by September 29, 2000. Subsequently, our EFP staff will contact your
EFP Survey Filer(s) and provide further instructions for filing.

Drop Copy Application

Based on responses received to date, all members and member organizations that are required to submit
drop copies of their orders to the Exchange have indicated a preference for the FIX format as opposed to the
CMS (FCS) format. As a result, the Exchange will no longer provide support of drop copies of orders in the
CMS (FCS) format. The Front End Systemic Capture Drop Copy Application Interface Specification will be
revised to reflect this change, and will be posted on the Exchange's Website soon.

Application Specifications

If you have not yet received a copy of the network or application specifications for the FESC program, or if
you have questions concerning the technical aspects of the FESC program, additional information may be
obtained in one of the following ways:

•Via the NYSE Website, URL at: http://www.nyse.com/techspecs (in PDF format only)
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•Via e-mail (in Word 97 format) or hardcopy by contacting David Bartges, Managing Director, Technology
at (212) 656-6834 (dbartges@nyse.com) or Robert Davy, Director, Technology at (212) 656-2025
(rdavy@nyse.com).

Questions concerning the proposed amendments to Rule 123 may be directed to Donald Siemer at (212)
656-6940.

Please forward the survey to the individual in your organization or at your service bureau best prepared to
supply the information. Completed surveys must be submitted via EFP. Responses will be kept confidential.

Regina C. Mysliwiec

Senior Vice President

Attachments

EFP Filer Information Sheet - Rule 123

Firm Name: 

 

I. EFP Personnel: Please enter information for employees designated as 

Rule 123 Survey filers.

                    

Employee                       Employee                 Employee                 Employee
                   First-Time

                      

Name                       Phone Number            E-Mail Address                Title   
                Access Code

                                                                                         
                                

(see explanation below)

First-Time Access Code: Please provide a 10-character (numbers and/or letters) access code for each
employee. This code is used by the employee when first accessing the EFP website. This code should be
treated as private information, shared only between the employee and the individual submitting this form.
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II. Technical Contact: Individual responsible for maintaining the desktop environment and
 Internet access for the above employees.

                    

Employee                       Employee                   Employee                   Area
 of                 Hours of

                      

Name                       Phone Number              E-Mail Address            
 Responsibility             Support

 

III. Please indicate if your organization can meet the following technical requirements
 for user workstations. (circle one)

 Windows 95, Windows 98, or Windows NT 4.0 operating system                              
                                  YES              NO

 166 MHz Pentium processor or faster                                                     
                                  YES              NO

 At least 32 Mb of RAM                                                                   
                                  YES              NO

 Internet Explorer version 4.01 (or later), or Netscape version 4.5 (or later)           
                                  YES              NO

 Internet access, with a minimum connection speed of 28.8 kbs                            
                                  YES              NO

 Please 

fax or 
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mail completed information sheets to:                    Phyllis L. Yermanock            
        Mailing Address

                                                                        FAX: 212-656-2854
                       New York Stock Exchange, Inc.

                                                                        Phone: 212-
 656-5453                    BDOFR Department

 (Do 

NOT e-mail this information)                                                             
                  20 Broad Street, 23rd Floor

                                                                                         
                       New York, New York 10005

                                                                                         
                       Attention: Phyllis Yermanock

New York Stock Exchange

Rule 123 Readiness Survey

September 2000

The NYSE has developed the Front End Systemic Capture program to provide technical support for the
changes to Rule 123. In order to finalize the system plans and assess the state of the firms' preparations to
support this new rule, we require information from each of the firms.

Do not submit the enclosed paper copy of the survey, it is to be used as a “reference” copy for the information
being requested. The survey will be collected via The Electronic Filing Platform (“EFP”). The survey will be
available for submission on the EFP website from October 16 through October 20, 2000.

Instructions

Please complete all questions. If a question is not applicable to your firm, so indicate n.a.. We are interested
in identifying trends and establishing capacity estimates for hardware and software sizing purposes. None of
this information will be shared with anyone other than employees of the NYSE and SIAC.

Background
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1.      Firm Name:  

                                                                                         
            

 

2.      Person responsible for 

Rule 123 readiness:    

                                                                   

 

3.      Job Title  

                                                                                         
             

 

4.      Job Function:   

                                                                                         
        

 

5.      Firms primary business (Check all that apply):

         5a         Agency                                           Yes( )        No( )
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         5b         Proprietary                                      Yes( )        No( )

         5c         Institutional                                    Yes( )        No( )

         5d         Retail                                           Yes( )        No( )

         5e         Other                                            Yes( )        No( )
 Specify:  

                    

 

Rule 123

 

6.      Based on your firm's business and your understanding of the proposed rule
 changes, are you exempt from 

Rule 123?

         Yes( )               No( )           Comment:    

                                                             

         If yes, your are not required to complete the rest of the survey.

 

7.      What system do you plan to use in your firm's NYSE trading floor booth to comply
 with the 
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Rule 123?

         7a         NYSE BBSS                  Yes( )       No( )

         7b         Proprietary System         Yes( )       No( )         Product Name:  

                                 

         7c         3rd Party Vendor System    Yes( )       No( )         Vendor Name:   

                                 

         7d         We don't have a booth on the floor, we use $2 broker when necessary: 
    Yes( )    No( )

         7e         Other:                     Yes( )       No( )         Specify:  

                                      

         7f         Don't know yet             Yes( )       No( )

         7g         Comments   

                                                                                         
  

 

8.      Is the system(s) you plan to use to comply with 

Rule 123 currently in place and operational?
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         Yes( )      No( )          If no, when do you plan to have it in place?    

                                      

 

9.      If you plan to use BBSS as your Booth Order Management System on the Floor, how
 do you plan to send orders to the Booth once

            

Rule 123 is in effect? (Please do not include orders sent to DOT for direct routing to
 the Post.)

         9a         Route orders to the Floor via CMS (Booth Routing)                    
                Yes( )      No( )

         9b         Route orders to the Floor from a BBSS terminal on the trading desk
 (Remote BBSS)     Yes( )      No( )

         9c         Phone orders to the Floor and enter into BBSS at the Booth           
                Yes( )      No( )

         9d         Mix of CMS, Remote BBSS and Phone orders:                            
                Yes( )      No( )

        

                  % CMS Routed         

               % Remote BBSS             

                  % Phone orders
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         9e         Don't know yet                                                       
                Yes( )      No( )

         9f         Comments   

                                                                                     

Please answer questions 10 through 14 if your firm is planning to use a proprietary or
 3rd party system to comply

with 

Rule 123 and will need to send the NYSE a drop copy of each order or order modification
 entered into this

system on the Floor.

Proprietary and Third Party Systems

 

10.     Indicate the current status of the implementation of the 

Rule 123 “Drop Copy” feed to the NYSE, including your vendor's status if

            

known.

         10a        Development planned                                                  
                Yes( )      No( )
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         10b        Development in progress                                              
                Yes( )      No( )

         10c        Development completed                                                
                Yes( )      No( )

         10d        Testing Completed                                                    
                Yes( )      No( )

         10e        System Completed                 Yes( )      No( )     Est.
 Completion Date   

                         

         10f        Other:                           Yes( )      No( )     Specify:   

                                     

         10g        Comments:   

                                                                                         
  

 

11.     Indicate the current status of your circuit connections to the NYSE Common Access
 Point.

         11a        Received E-permit from SIAC but have not yet ordered circuit(s)      
                  Yes( )      No( )

         11b        Order(s) has been placed for the circuit(s):         Yes( )     
 No( )        Due Date:  
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         11c        Circuit(s) has been installed but not yet tested                     
                  Yes( )      No( )

         11d        Circuit(s) has been installed and tested and is ready for application
 testing          Yes( )      No( )

         11e        Circuit(s) is already installed and online for another service (e.g.,
 CMS or Xpress)   Yes( )      No( )

         11f        Don't know, my vendor is taking care of it                           
                  Yes( )      No( )

         11g        Other:                                   Yes( )      No( )      
 Specify:    

                           

 

12.     Are you ready to test the drop copy application interface with SIAC?

         Yes( )               No( )                          Scheduled Testing Date:   

                                     

         

[Firms are encouraged to contact SIAC to schedule test times as soon as they are ready.
 Firms that have successfully completed

         

testing may voluntarily activate their drop copy interface to gain operational experience
 prior to the actual rule effective date. Note
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actual rule compliance will not be monitored until after the rule effective date.]

 

13.     On average, how many “Drop Copy” messages will your firm be sending to the NYSE
 per day including all new orders, cancel and

            

cancel w/replace?

         13a        Quantity:  

                                       

         13b        Don't know yet                                                       
                  Yes( )      No( )

 

14.     Do you plan on sending “Drop Copy” of your execution reports to the NYSE database
 in addition to your orders? (Note.—submission

            

of execution reports from proprietary systems to the FESC database is not currently
 required under 

Rule 123 and is optional
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for firms.)

         Yes( )     No( )      Comment:  

                                                                                        
  

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Arbitration

 ATTENTION: MANAGING PARTNER, CHIEF EXECUTIVE OFFICER, COMPLIANCE AND LEGAL
DEPARTMENT

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: SUPPLEMENTAL ARBITRATION PROCEDURES

On August 1, 2000, the New York Stock Exchange, Inc. (the “Exchange”) instituted Voluntary Supplemental
Procedures for selecting arbitrators on a two-year pilot basis. The pilot provides greater party participation in
the selection of arbitrators by offering alternatives to Rules 601 and 607 for selecting arbitrators.

Party Agreement on Arbitrator Selection

The Supplemental Procedures invite the parties to agree on an alternative way to select arbitrators. If the
parties agree, they may select the arbitrators themselves. They may also agree on their own procedure for
selecting arbitrators. The supplemental procedures also provide two alternative ways to select arbitrators:
Random List Selection and Enhanced List Selection. The procedures are voluntary and the parties are not
required to use them.

Random List Selection

Under Random List Selection, the parties are provided with a list(s) of names of arbitrators randomly
generated by the Exchange's computer. Usually, in claims over $10,000, the list(s) will have fifteen names:
ten public arbitrators and five securities industry arbitrators. Before the staff attorney sends the lists to the
parties, he or she will review the names of any arbitrators who have obvious conflicts or relationships with the
parties or their counsel.

The parties may strike any or all of the names on the list. The parties are asked to number the remaining
names in order of their preference and return the list to the Exchange. The Exchange eliminates the names
stricken and determines the ranking of the remaining names based upon a combination of the parties'
preferences. Arbitrators are invited to serve in order of the parties' combined preferences.

Enhanced List Selection

Under Enhanced List Selection, the parties are provided with the names and profiles of six public arbitrators
and three securities industry arbitrators. The Exchange will screen potential arbitrators for conflicts and
availability and, if applicable, employment law experience or training, or other applicable expertise. The
parties may exercise three strikes and number, in order of their preference, the remaining names. Arbitrators
are invited to serve in order of the parties' combined rankings.

Under Random List Selection, the parties rank their preferences among potential arbitrators included on a list
randomly generated by the Exchange's computer. Enhanced List Selection requires the parties to list their
arbitrator preferences from a list of arbitrators prepared by Exchange staff after screening the arbitrators for
conflicts, availability, and expertise. Both procedures allow the parties to strike arbitrators from the lists. You
are referred to the Voluntary Supplemental Procedures for Selecting Arbitrators, a copy of which is attached,
for the details of each of these alternatives.
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Any questions about these supplemental procedures may be directed to Robert S. Clemente, Director of
Arbitration, (212) 656-5608, e-mail: rclemente@nyse.com.

James E. Buck

Senior Vice President & Secretary

Attachments

Voluntary Supplemental Procedures for Selecting Arbitrators

(a) PARTY AGREEMENT ON ARBITRATOR SELECTION

Under Exchange Rules, the Director of Arbitration appoints the arbitrators, subject to the parties' peremptory
challenges. The parties may agree on an alternative way to select arbitrators. If all parties agree, they may
select the arbitrators themselves or decide how they will be selected. The Exchange will accommodate any
reasonable alternative way to select arbitrators, provided the parties agree. The Exchange also offers two
alternative ways to appoint arbitrators. The following is a brief description of each method.

(b) RANDOM LIST SELECTION

1. The Number and Type of Arbitrators

(i) Claims up to $10,000. One public arbitrator will decide claims up to $10,000 (not including costs and
interest).

(ii) Claims above $10,000 or where no dollar amount is claimed or disclosed. Three arbitrators will
decide claims above $10,000 (not including costs and interest) or where no dollar amount is claimed or
disclosed. The arbitration panel shall consist of a majority of public arbitrators, unless the customer or non-
member requests a majority from the securities industry.

(iii) How we classify arbitrators. A securities industry arbitrator is defined in NYSE Rule 607(a)(2). A public
arbitrator is defined in NYSE Rule 607(a)(3). See also NYSE Guidelines for Classification of Arbitrators.

2. Selecting Arbitrators (in place of NYSE Rule 608 Notice of Selection of Arbitrators)

(i) Lists of Arbitrators

(1) if one arbitrator hears a case, the Director of Arbitration will send each party a randomly-generated list of
public arbitrators, unless the customer or non-member requests industry arbitrators.

(2) if three arbitrators will hear the case, the Director will send each party two randomly-generated lists, one of
public arbitrators and one of securities industry arbitrators.

(3) With the lists, you will also receive the arbitrators' biographical profile and his or her last three NYSE
arbitration decisions, if any.

(ii) Any party may ask the Director for more information about a potential arbitrator. The request for
additional information must be made within the ten business days the party has to return the lists as provided
in Section (b)(2)(iii)(1). The NYSE shall send the arbitrator's response to all parties at the same time. The
Director has discretion to limit the additional information requested from the arbitrator. The request for more
information will toll the time for returning the lists to the Director.

(iii) You must return your lists within ten business days.

(1) You must return your lists to the Director within ten business days of the date you received them, unless
extended by the tolling period. The Director may extend the deadline for returning the lists if the Director finds
a reasonable basis for the extension. You must:

•Strike through the names of any unacceptable arbitrators, and
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•Rank the remaining names in order of your preference, with “1” being the arbitrator that you most strongly
prefer.

(2) If you do not return your lists on time, the Director will proceed as if all arbitrators on the lists are
acceptable to you. The NYSE will invite arbitrators to serve in the order of the parties' mutual preferences.
We determine mutual preferences by adding together the numbers assigned to each arbitrator and selecting
arbitrators with the lowest numbers first. In the event of a tie, arbitrators will be selected in alphabetical order.

(iv) Second List, if necessary

(1) If the Exchange cannot select arbitrators from the remaining names, a second list will be sent to the
parties. The second list will contain three names for each vacancy on the panel. On the second list, each
party has one non-renewable peremptory challenge for each vacancy on the panel. Each party is to number
the remaining names in order of its preference. You must return the list to the Director within ten business
days of the date you received it. The NYSE will invite arbitrators to serve in the order of the parties' mutual
preferences.

(2) If no acceptable arbitrators are left on the second list, the Director will randomly appoint arbitrators. The
Director will also randomly appoint one or more arbitrators if: (i) acceptable arbitrators are unable to serve; or
(ii) arbitrators cannot be found on the lists for any other reason.

3. Objecting to Potential Arbitrators

(a) Multiple Parties. In cases where there are two or more people designated as claimants, respondents
and/or third party respondents, each group so designated will share one set of strikes. The Director of
Arbitration may allow additional strikes if the Director determines that justice would be served by doing so.

(b) Challenges for Cause. You have an unlimited number of challenges for cause. The Director will
determine whether to grant a challenge for cause. If any arbitrator is removed from the list “for cause” before
the expiration of the time to return the lists, a replacement name will be provided.

4. Filling Vacancies of Arbitrators

(a) Vacancies before the first hearing. If an arbitrator must withdraw before the first hearing, the Director
will invite the next arbitrator on the parties' lists to fill the vacancy. If there are no remaining names, or if the
vacancy cannot be filled from the names on the lists, the Director will randomly appoint an arbitrator. You will
receive the arbitrator's biographical profile and his or her last three NYSE arbitration decisions, if any, for the
last 10 years. You may ask the Director for additional information on the proposed arbitrator's background.
You may challenge the arbitrator for cause.

(b) Vacancies after the hearing starts. This circumstance is governed by NYSE Rule 611.

5. Disclosures

After the Exchange assembles a complete panel of arbitrators, the Exchange will notify the arbitrators of their
appointment. The Exchange will advise the parties of any information disclosed by the arbitrators under Rule
610 (Disclosure Required by Arbitrators).

(c) ENHANCED LIST SELECTION

I. The Number and Type of Arbitrators

The Exchange will provide the parties with the names and profiles of six “Public” and three “Securities”
arbitrators, unless the customer or non-member requests a majority of industry arbitrators. The Exchange
will screen potential arbitrators for conflicts and availability and, if applicable, employment law experience
or training, or other applicable expertise. The Director of Arbitration will advise the parties of any information
disclosed by the arbitrators under Rule 610 (Disclosure Required by Arbitrators).

II. Selecting Arbitrators
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(a) You Must Return Your Lists Within Ten Business Days

You must return your lists within ten business days. You will have ten business days from receipt of the lists
to strike up to three names and number the remaining names, in order of their preference. The number “1”
signifies the arbitrator that you most strongly prefer. The Exchange will appoint three arbitrators (two public
and one securities) using the combined preference rankings of the parties. If a party does not return the lists
within ten business days, the Exchange will consider all arbitrators on the lists as acceptable. If there is a tie
in the rankings, the Exchange will invite arbitrators to serve in alphabetical order.

(b) Administrative Appointment

If an arbitrator is unable to serve, the Exchange will contact the next arbitrator from the remaining names
on the lists. If the lists have been exhausted, the Exchange will appoint an arbitrator from outside the list.
When the Exchange appoints an arbitrator, each party has one peremptory challenge for each arbitrator the
Exchange appoints. A party must use a peremptory challenge within ten business days of receiving notice of
the appointment of the arbitrator.

III. Multiple Parties

In cases where there are two or more people designated as claimants, respondents or third party
respondents, each group so designated will share one set of strikes and/or one peremptory challenge. The
Director of Arbitration may allow additional peremptory challenges if he determines that justice would be
served by doing so.

IV. Challenges for Cause

The parties have unlimited challenges for cause. The Director of Arbitration will decide whether to grant a
challenge for cause. If any arbitrator is removed from the list “for cause” before the end of the time to return
the lists, the Director of Arbitration will provide the parties with a replacement name.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 00-21

Click to open document in a browser

September 12, 2000

  

Member Firm Regulation

 ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, CHIEF FINANCIAL OFFICER,
REGISTRATION DEPARTMENT

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: REVISIONS TO FORM AP-1

The Securities and Exchange Commission has approved revisions to FORM AP-1 [Release No. 34-43105
dated August 2, 2000; File No. SR-NYSE-00-24]. FORM AP-1 is an Exchange prescribed application for
persons requiring Approved Person status [see attached copy]. This Form becomes effective 30 days from
the date of this memorandum.

By way of background, NYSE Rule 304(h) requires that “[a]ny person who controls a member or member
organization, or who engages in a securities or kindred business and is controlled by or under common
control with a member or member organization but is not a member or allied member or an employee of a
member organization shall apply for approval by the Exchange as an approved person….” The approval
process requires that certain pertinent information about the Approved Person Applicant be provided to the
Exchange for review and that such person subject itself to the jurisdiction of the Exchange. FORM AP-1
is used by Approved Person Applicants who are entities and FORM U-4 is completed by natural person
Applicants.

The revisions to FORM AP-1 will require Applicants to provide additional information and will otherwise
enhance the Form's effectiveness. The substantive revisions to FORM AP-1 are summarized as follows:

•Items 7A and 9A through C of the Form require greater detail regarding both the nature of an Applicant's
business and the Applicant's relationship with the member organization thereby enabling a more thorough
evaluation of the Applicant. For example, the Form asks for a general description of the Applicant's business
and requires Applicant to indicate specifically how it controls, is controlled by, or is under common control with
the member or member organization.

•The circumstances and conditions under which an Applicant must file financial statements are clarified
(Instruction Sheet, No. 8).

•Pursuant to Instruction Sheet Item No. 8, Item 12 of the Form asks the Applicant to submit to the Exchange
its most recent balance sheet and income or profit and loss statement if the Applicant (a) controls the member
organization; (b) is a subsidiary of the member organization for purposes of NYSE Rule 321 or its obligations
or liabilities are guaranteed, endorsed or assumed by the member organization (under NYSE Rule 322); or
(c) is a “Material Associated Person” as the term is used in Rule 17h-1T under the Securities Exchange Act of
1934. Members and member organizations need not submit financial statements of persons under common
control and subsidiaries not covered by (b) above unless, as previously indicated, the person is a “Material
Associated Person.” The Exchange, however, reserves the right to request current financial statements from
Applicants at any time.

•Item 12 also prescribes that required financial statements submitted to the Exchange must be current and in
the English language. Further, Approved Person candidates that are registered broker-dealers are required to
submit copies of their most recent FOCUS report (Instruction Sheet, No. 10).
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•A provision has been added in which the Applicant agrees that the statements, warranties, representations
and undertakings [in the Form] will continue to apply notwithstanding a change to the member organization's
name, form of organization, or legal status (but retains same SEC B/D number). This will eliminate the need
for more frequent re-filings of FORM AP-1 (see page 4 of the Form, 5th paragraph).

•To clarify the relationship between the Applicant and the member organization, a complete organization chart
of the Applicant and its affiliates must be submitted with the Form (Instruction Sheet, No. 9).

Additional changes include:

•a question (item 7B of the Form) to elicit the identity of any “foreign financial regulatory authority” to which
the Applicant may be subject; and

•highlighting (on the Instruction Sheet) the responsibility of the Applicant to disclose whether it, or any person
associated therewith, is subject to a statutory disqualification.

Several formatting revisions have also been made, such as italicizing defined terms and providing space for
evidencing Exchange staff processing, which make the Form clearer and easier to use.

Any questions regarding the foregoing should be directed to Stephen A. Kasprzak at (212) 656-5226. Copies
of this Form may be obtained from Al DiGiulio at (212) 656-2934 and are also available on the NYSE's
Website at www.NYSE.com.

Salvatore Pallante

Senior Vice President

Attachments

NYSE

New York Stock Exchange, Inc., (the “Exchange”)

FORM AP-1

Application of an entity (hereinafter referred to as the “Applicant”) for approval as an Approved
Person

SEE INSTRUCTIONS, DEFINITIONS AND EXAMPLES ON INSERT PAGE

Approved Person Status is requested pursuant to the rules of the Exchange because:

[] the Applicant controls a member or member organization.

[] the Applicant is engaged in a securities or kindred business and is controlled by a member or member
organization.

[] the Applicant is engaged in a securities or kindred business and is under common control with a member or
member organization.

Full Name of Member or Member Organization:

THE FOLLOWING IS A TRUE, CURRENT AND ACCURATE STATEMENT OF THE BUSINESS HISTORY
OF THE APPLICANT.

1. Full Name of Applicant:

2. Address of Principal Place of Business: (Complete address of actual location)

3. Place of incorporation or jurisdiction under the laws of which Applicant was formed:

4. Date of incorporation or formation:

5. Indicate whether the shares of the Applicant corporation are publicly or privately held:
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6. If the Name of the Applicant has been amended, state prior name(s):

7A. The following is a general description of the business of Applicant.

    Applicant      

                                    engaged in a 

securities or kindred business.

                     (is, is not)

7B. If Applicant controls its member organization and is subject to the jurisdiction of a foreign financial
regulatory authority (see Definitions), please state the full name and address of each such Authority, and
identify the contact person at such Authority, his/her phone and fax numbers and e-mail address.

8A. If the Applicant is a corporation (including a limited liability company “LLC”) or an association, joint stock
company, trust, fund or other organized group of persons (other than a partnership), please indicate below
the name(s) of those individuals who serve as principal executive officers, directors, members, (or persons
occupying a similar status or performing a similar function), of the Applicant, its 10% equity-holders and
any other persons who have the power to direct or cause the direction of the management or policies of the
Applicant.

8B. If the Applicant is a partnership or LLC, please indicate below the name(s) of all general partners,
members or limited partners who have the right to receive 25% or more of the net profits, and/or any persons
who perform similar functions or enjoy a similar status or who (otherwise) have the power to direct or cause
the direction of the management or policies of the Applicant.

  1.

                                                                                   

  2.

                                                                                   

  3.

                                                                                   

  4.
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  5.

                                                                                   

  6.

                                                                                   

  7.

                                                                                   

  8.

                                                                                   

  9.

                                                                                   

  10.

                                                                                  

9A. Applicant controls the above stated Member or Member Organization as a result of Applicant's:

(a) right to vote     

                 % of the voting securities of   

                                      ,
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                                                                       (the above stated
 member or member organization)

(b) right to receive    

                % of its net profits,

(c) status as    

                                    of  

                                            ,

                   (general partner, managing member, or        (the above stated member
 or member organization)

                   other similar status or function)

and/or

(d) power to otherwise 

control it by reason of:            

                                           

                                                             (explanation)

                                                                                        
  

9B. Applicant is controlled by the above stated Member or Member Organization as a result of:

(a) its right to vote   
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                % of the Applicant's voting securities,

(b) its right to receive 

               % of Applicant's net profits,

(c) Member Organization's status as    

                                           of the Applicant, and/or

                                         (general partner, managing member, or other
 similar

                                         status or function)

(d) its power otherwise to 

control it by reason of:         

                                                         

                                                              (explanation)

                                                                                         
                   

9C. Applicant is 

under common control with the above stated Member or Member Organization since both are
 controlled by

                                                                                         
                      which:
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                   (common controller)

(a) has the right to vote    

                % of the Applicant's voting securities,

(b) has the right to receive   

              % of Applicant's net profits,

(c) enjoys status as       

                                                           of the Applicant, and/or

                             (general partner, managing member, or other similar status
 or function)

(d) otherwise 

controls Applicant by reason of:             

                                                        

                                                             (explanation)

Please be advised that on    

                       

                     filed 
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Form AP-1 [] or

                               (date)                (common controller)

Form U-4 [] (for individuals) with the Exchange and that such Forms, as appropriate, were
 filed by any person 

engaged in a securities or kindred

business which, like Applicant, is under common control.

10. Is any of the above individuals or entities associated with any organization engaged in the securities
business? If so, give details. (Please attach additional sheet, if necessary.)

  

IMPORTANT - THE EXCHANGE WILL RESERVE THE RIGHT TO REQUEST APPLICATIONS FOR
THOSE PERSONS LISTED ABOVE.

11. Briefly describe the terms of any financial arrangements (e.g., loans, credit lines, etc.) between the
Applicant and its Member or Member Organization (If none, please so indicate.)

 

12. Please submit a copy of the Applicant's most recent balance sheet and income or profit and loss
statement as may be required pursuant to Instruction Number 8. Applicant undertakes promptly to provide the
Exchange with its then current financial statements at any time that such may be requested by the Exchange.

IMPORTANT - The following section of representations must be executed by all Applicants.

This application for approval by the Exchange is not being made in reliance upon the standing of the
aforementioned organization as a member organization of the New York Stock Exchange, Inc. (“Exchange”)
or upon the Exchange's surveillance of such organization or of its capital position. The Applicant has made an
investigation of such member organization and its partners, officers and stockholders as the Applicant deems
necessary and appropriate under the circumstances, including an examination of the latest certified audit by:

                                                                                         
             Dated

                            

(Name of Auditor)

and a recent computation of net capital prepared by the member organization dated        
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The Applicant is not relying upon the Exchange to provide any information concerning or relating to such
member organization and agrees that the Exchange has no responsibility to disclose to the Applicant any
information concerning or relating to such member organization which it may have now or obtain at any
future time. The Applicant agrees for itself, its personal representatives, successors and assigns that neither
the Exchange, its Special Trust Fund, nor any investor, officer, trustee, or employee of said Exchange or
Fund shall be liable to the Applicant with respect to the Applicant's investment or interest in such member
organization or with respect to any repayment of any such investment or interest.

IT IS UNDERSTOOD THAT THE STATEMENTS HEREIN AND IN EVERY SUPPLEMENTARY SHEET
ATTACHED HERETO OR SUBMITTED PURSUANT TO THE REQUIREMENT OF THE APPLICATION WILL
BE RELIED UPON BY THE EXCHANGE AND MAY BE VERIFIED BY INVESTIGATION. THE APPLICANT
DECLARES THAT ALL SUCH STATEMENTS ARE TRUE, COMPLETE, CURRENT AND ACCURATE. IT
IS ALSO RECOGNIZED THAT THE EXCHANGE RESERVES THE RIGHT TO REQUEST ADDITIONAL
INFORMATION.

It is understood that if such Applicant fails or ceases to be approved as an “Approved Person,” the Exchange
may deprive the member organization of all the privileges of membership unless such steps have been taken
or may be necessary to disable Applicant from its control relationship with the stated member organization.
Moreover, Rule 311(a) provides in part…. “No such member or member organization shall become or remain
a member organization unless all persons required to be approved are so approved and execute such
agreements with the Exchange as the rules of the Exchange may provide.

In consideration for the receipt and review by the New York Stock Exchange, Inc. (“Exchange”) of the
application by the undersigned as an “Approved Person,” the undersigned, by persons duly authorized
thereby, undertakes and agrees to subject itself to the jurisdiction of the Exchange and to abide by such
provisions of the Constitution and Rules of the Exchange as would at any time apply to an “Approved Person”
as such term is defined in Article 1, Section 3(g) of the Constitution and Rules of the Exchange.

The undersigned hereby agrees to comply with the relevant provisions of the Securities Exchange Act of
1934, as amended, and the Rules and Regulations thereunder, and to furnish said Exchange with such
information with respect to the undersigned's relationship and dealings with its affiliated member or member
organization as the Exchange may require, to supply the Exchange with information relating to the existence
of any “statutory disqualification” (as such term is defined in Section 3(a)(39) of the Securities Exchange Act
of 1934, as amended) to which the Applicant or any person associated therewith may be subject, to permit
examination by the Exchange or its designee of Applicant's books and records in order to verify the accuracy
of the aforesaid information, and to subject itself to and abide by Exchange disciplinary authority.

“APPLICANT REPRESENTS THAT EXCEPT AS IS SPECIFICALLY INDICATED ON THIS FORM OR ANY
SUPPLEMENT THERETO, NEITHER IT NOR ANY PERSON ASSOCIATED THEREWITH IS SUBJECT TO
A STATUTORY DISQUALIFICATION (SEE SECTION 3(A)(39) OF THE SECURITIES EXCHANGE ACT OF
1934, AS AMENDED).”

Applicant undertakes and agrees that, upon request, Applicant promptly will provide the Exchange with then
current and updated information (including financial statements and FOCUS reports).

Applicant covenants and agrees that the foregoing statements, warranties, representations and undertakings
will continue to apply with full force and effect notwithstanding that the above stated member or member
organization shall have changed its name, or form of organization, or legal status (but has retained its same
SEC B/D number) unless Applicant shall have otherwise notified the Exchange, in writing.
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  Date                                        By Duly Authorized Executive Officer,
 Senior Partner, Managing Member or equivalent

  I HEREBY CERTIFY that I am the    

                                                          of the said Applicant, and that
 I have full

  authority to make the foregoing application in its name and on its behalf.

  IN WITNESS WHEREOF, the undersigned as such duly authorized person has executed this
 application this

                         day of   

                      ,  

                    .

                                                                  (year)

                                                             

                                                       

                                                               Signature and Title

                                                                                         
                                              

  State of                                    County of                                  
       SS
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On the  day of , in the year , before me personally came  to me known, who, being by me duly
sworn, did depose and say that (s)he resides in , that (s)he is the duly authorized person of  the
Applicant described herein and which executed the above instrument.

In reference to Applicant; that the signature affixed to this instrument is such signature and that it was so
affixed by delegation of authority and was signed by such delegation.

NOTE: If executed outside of New York State, attach County Clerk or other appropriate official as to the
authority of the Notary Public or other official taking the acknowledgment.

(Signature of Person taking Acknowledgment)

FOR INTERNAL USE ONLY

  Comments:     

                                                                                         
                            

                                                                                         
                                            

                                                                                         
                                            

  Form Complete []           CRD Check []             Posting Date   

                        Final Approval Date   

                    

                                                        Approved by:

  Coordinator Concurrence
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  Date                                                               Date of Approval
 Letter

FORM AP-1

INSTRUCTIONS

1. Prior to completing this application, the Applicant should be familiar with the New York Stock Exchange
Rules relating to “Approved Persons” - including Rules 98, 304, and 476.

2. All information must be typed or printed legibly in ink.

3. Answer all questions: state “Not Applicable” if appropriate.

4. Answer questions fully, attaching separate signed sheets or letter of explanation, if necessary.

5. A copy of this form and all supplementary statements must be retained by the Applicant and the member
organization.

6. Where the Applicant is the Approved Person of a specialist member organization, it shall file with the
Market Surveillance Division of the Exchange, 11 Wall Street, New York, NY 10005, a duplicate signed copy
of this Form AP-1.

7. File the original and two conformed copies of this application and any supplementary material with the
Exchange Qualifications and Registrations Department, 20 Broad Street, New York, NY 10005.

8. The financial statements required by Item #12 above need to be submitted only if Applicant - (1) controls
the above stated Member Organization; (2) is a person described in Exchange Rule 321 (subsidiaries
engaged in a securities or kindred business) or Rule 322 (its obligations or liabilities are guaranteed,
endorsed or assumed by the stated Member Organization) or (3) is a “Material Associated Person” as
the term is utilized in Rule 17h-1T under the Securities Exchange Act of 1934. These materials must be
submitted in the English language.

9. Please include one copy of a complete organization chart of the Applicant and its affiliates.

10. If Applicant is a registered broker/dealer, please attach a copy of the Applicant's most recent FOCUS
Report - Part II or IIA.

N.B. This Form specifically requires that Applicant must determine whether Applicant, or any person
associated therewith, is subject to a Statutory Disqualification - as that term is defined at Section 3(a)(39) of
the Securities Exchange Act of 1934. Moreover, Exchange Rule 346(f) bars association of any person subject
to a Statutory Disqualification with a member, member organization, approved person, etc. - unless such
continued association is permitted by the Exchange. Consequently, this information is of particular relevance
for the initial processing of this Application. If an applicant or any of its associated persons subsequently
become subject to a Statutory Disqualification after initial approval, this new information must promptly be
communicated to the Exchange - see Exchange Rule 351(c).

[PLEASE SEE NEXT PAGE FOR DEFINITIONS]

FORM AP-1

DEFINITIONS

For purposes of this Form, the terms “ partnership” and “ corporation” shall include such other “essentially
similar” entities as are comprehended by Exchange Rules 311(e) and the terms “partner”, “officer”, and
“director” also include participants in or members of such “essentially similar” entities who occupy a status or
perform a function similar to that of a “partner”, “officer”, “director” or (controlling) shareholder.
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The term “ approved person” means “a person who is not a member or an allied member of the Exchange
or an employee of a member organization … who is either a person who controls a member or member
organization, or is a person engaged in a securities or kindred business who is controlled by or under
common control with a member or member organization.” Simply put, this would include every parent entity
and a sister or subsidiary entity which is engaged as a broker or dealer in securities. (NYSE Constitution,
Article I, Section 3(d); Rule 304(h)).

The term “ control” means “the power to direct or cause the direction of the management or policies of a
person whether through ownership of securities, by contract or otherwise. A person shall be presumed to
control another person if such person, directly or indirectly, has the right to vote 25% or more of the voting
securities, is entitled to receive 25% or more of the net profits, or is a director, general partner or principal
executive officer (or person occupying a similar status or performing similar functions) of the other person…”.
Generally, the presumption is not determinative where the relationship spans more than one category such
as where a “person” has the right to vote 20% of the voting securities, receives a percentage of net profits
and may appoint a representative to attend Board sessions. In practicality, the basic definition of “control”
overrides the presumption so that, for example, the principal source of funds may, as appropriate and
without more, be deemed to control. In making any determination regarding the existence or not of “control”,
Applicant should have regard to the concepts of “group” and of “acting in concert” under the federal securities
laws (NYSE Rule 2).

The term “ engaged in a securities or kindred business” means “transacting business generally as a
“broker” or “dealer” in securities,” (as such terms are defined at sections 3(a)(4) and 3(a)(5) of the Securities
Exchange Act of 1934)), including but not limited to, servicing customer accounts or introducing them to
another person. (This definition is not dependent upon whether the “broker” or “dealer” is registered, as such,
with the Securities and Exchange Commission. On the other hand, it would not include a person who acts
exclusively as an “investment adviser” or as a “futures commission merchant” and who does not otherwise
acts as a “broker” or “dealer” in securities. It likely would not include a registered investment company and
would not presently apply to a totally inactive entity or a completely passive holding company but likely would
include a foreign merchant bank.) (NYSE Rule 2)

The term “ security”, consistent with its definition at Section 3(a)(10) of the Securities Exchange Act of 1934
(and the SEC's guidance thereunder) is to be read technically, encompassing, among other instruments,
investment contracts, limited partnership interests and certain derivative instruments. (NYSE Rule 3)

For these purposes, the term “ under common control” refers to the situation where a member or member
organization and any other “ person” who is engaged in a securities or kindred business, are both controlled,
directly or indirectly, by the same person(s).

The term “ person” means “a natural person, corporation, partnership, association, joint stock company, trust,
fund, or any organized group of persons whether incorporated or not.” (NYSE Rule 2)

For these purposes, the term “ principal executive officer” refers to a person who exercises senior principal
executive responsibility over any of the various areas of the business of an entity. (See NYSE Rule 311(b)
(5)).

The term “ foreign financial regulatory authority” means: any (A) foreign securities authority; (B) other
governmental body or foreign equivalent of a self-regulatory organization empowered by a foreign
government to administer or enforce its laws relating to the regulation of fiduciaries, trusts, commercial
lending, insurance, trading in contracts of sale of a commodity for future delivery, or other instruments
traded on or subject to the rules of a contract market, board of trade, or foreign equivalent, or other financial
activities; or (C) membership organization a function of which is to regulate participation of its members in
activities listed above. (Securities Exchange Act of 1934, Section 3(a)(52))
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Member Firm Regulation

 ATTENTION: CHIEF EXECUTIVE OFFICER, CHIEF FINANCIAL OFFICER, LEGAL AND COMPLIANCE
DEPARTMENTS

TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO RULE 104 - SPECIALIST CAPITAL REQUIREMENTS

Approval of Amendments to NYSE Rule 104 (“Dealings by Specialists”)

The Securities and Exchange Commission has approved amendments to NYSE Rule 104 in Release No.
34-43098 dated July 31, 2000 (File No. SR-NYSE-99-46). The amendments outlined in this Memo will
become effective on Monday, October 30, 2000.

Background and Synopsis

During the last decade, there has been a trend toward the consolidation of specialist units operating on
the Floor of the Exchange which has resulted in an increase in the number of stocks assigned to specialist
entities. Adequate capitalization of the significantly larger specialist units is critical in dealing with volatile
markets and in meeting specialist market maintenance obligations. Accordingly, new Rule 104.21 has been
enacted to increase the minimum capital requirements of any specialist or specialist unit which exceeds
certain concentration criteria.

These heightened requirements, in conjunction with the related amendments to Rule 104 discussed in this
Memorandum, are in keeping with the Exchange's resolve to maintain a highly liquid market in its listed
securities. By minimizing the potential risk of financial problems that would have a significant adverse impact
on the functioning of its markets, the overall effectiveness of the specialist system is strengthened.

Rule 104.21- Concentration Measures / Capital Requirements

This new provision requires that any specialist or specialist unit, whose market share is greater than 5%
of any of the following concentration measures, be subject to a revised method of calculating its “net liquid
asset” requirement:

•All listed common stock (current)

•The 250 most active listed common stocks (over the previous 12 months)

•The total share volume of stock trading on the Exchange (over the previous 12 months)

•The total dollar value of stock trading on the Exchange (over the previous 12 months).

If the 5% threshold is exceeded, the specialist entity shall maintain, at minimum, net liquid assets equivalent
to the following applicable requirements:

1) $4 million for each specialist security contained in the DJIA

2) $2 million for each specialist security contained in the S&P 100, not contained in 1

3) $1 million for each specialist security contained in the S&P 500, not contained in 1 or 2

4) $500 thousand for each specialist common stock, excluding bond funds, not contained in 1, 2, or 3
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5) $100 thousand for each specialist security not included in 1 through 4, excluding warrants.

Rule 104.22 - New Specialist Entities

New Rule 104.22 requires any specialist entity resulting from a merger, acquisition, consolidation, or other
combination of specialist assets, to maintain net liquid assets equivalent to the greater of either:

1) the aggregate net liquid assets of the specialist entities prior to their combination, or

2) the capital requirements otherwise prescribed by Rule 104.

The purpose of this requirement is to ensure that withdrawals, prior to or upon the combination of specialist
units, do not result in the combined entity having less capital than did its former component parts.

Rule 104.23 - Transitional Grace Periods

Because Rules 104.21 and 104.22 may subject specialist entities to sudden and substantially increased
capital requirements, new Rule 104.23 authorizes the Exchange to allow a specialist entity to operate, for a
period not to exceed 5 business days, despite such specialist entity's noncompliance with the provisions of
Rules 104.21 and 104.22. This limited discretionary authority will, under appropriate circumstances, permit
the Exchange to determine a reasonable time period for the infusion of additional specialist capital without
disrupting the maintenance of a fair and orderly market, particularly in volatile market situations.

In addition, the time period will allow for the orderly reallocation of specialist securities in the event a specialist
entity is unable to comply with the prescribed requirements. It is important to note that this authority extends
only to compliance with the new concentration/combination standards outlined in this Memorandum; it does
not apply to SEC net capital requirements (i.e., SEA Rule 15c3-1) or the net capital requirements prescribed
by NYSE Rule 104.20. [Former Rule 104.23 (“Relief Specialists”) has been re-numbered Rule 104.24; it is
otherwise unchanged.]

Rule 104.20 - Additional Amendments

Rule 104.20 has been amended in two respects. First, it now prescribes that the capital requirements for
specialty securities not specifically addressed in the Rule (i.e., certain derivatives and structured products)
be determined by the Exchange according to a comparison of the products' structure and characteristics
relative to the existing standardized securities whose capital requirements are currently prescribed in the
Rule. This provision is necessary given the great variety of derivative and structured products that are not
easily categorized.

Second, it clarifies the definition of “net liquid assets” and distinguishes its application to specialist units
subject to the Net Capital Rule (“ Securities Exchange Act Rule 15c3-1”) from specialist units which are not.

Any questions regarding the foregoing may be directed to Ed Cummings at (212) 656-8490 or Bill Cowell at
(212) 656-5428.

Salvatore Pallante

Senior Vice President

Attachments

EXHIBIT A

Additions are underlined

Deletions are [bracketed]

Rule 104 (Dealings by Specialists)

Supplementary Material:
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Capital Requirements of Specialists (effective June 1, 1971.)

.20 Regular specialists. -

(1) A member registered as a regular specialist at an active post must be able to assume a position of 150
trading units in each common stock in which he is registered.

(2) A member registered as a regular specialist at an active post must be able to assume a position of 30
trading units in each convertible preferred stock, of 1200 shares in each of the 100 share trading unit non-
convertible preferred stocks and of 300 shares in each of the 10 share unit non-convertible preferred stocks in
which he is registered.

(3) The position which a member registered as a regular specialist at an active post must be able to assume,
for each stock in which he is registered that is not included in (1) or (2) above, shall be determined by the
Exchange. Such determinations shall be based upon the structure and characteristics of the security and
shall be the amount prescribed in (1) or (2) above for the type of stock with the most similar structure and
characteristics.

(4) [(3)] A member registered as a regular specialist at the inactive Post must have, at all times, net liquid
assets of at least $150,000.

(5) [(4)] Notwithstanding .30 of this Rule, each member registered as a regular specialist at an active post
must be able to establish that he can meet, with his own net liquid assets, a minimum capital requirement
which shall be the greater of $1,000,000 or 25% of the position requirements as set forth in Paragraphs (1) ,
[and] (2) and (3) above, except as determined by the Exchange in unusual circumstances.

The [Market Surveillance and Evaluation] Division of Member Firm Regulation must be informed immediately
by a specialist, in each instance, of his inability to comply with the provisions set forth in the above
Paragraphs.

[The term “net liquid assets” is defined as the excess of cash or readily marketable securities over liabilities
for a specialist who neither carries nor services customers' accounts and who does no business with others
than members and member organizations. The term for all other specialists refers to excess net capital
computed in accordance with the provisions of Rule 325 except that capital accounts of partners, accounts
of partners which are covered by agreements approved by The Exchange providing for the inclusion of
equities therein as partnership property and borrowings covered by subordination agreements approved
by The Exchange under Rule 326.13 may be considered “proprietary accounts” and as such included in
the computation of such excess net capital for purposes of this Rule, with “haircuts” restored in respect of
long or excess short positions of securities for which he is registered as a specialist and for long positions
of securities which he shall have deposited or pledged with a bank or member organization as collateral for
funds borrowed to finance transactions or positions in such specialist securities.]

(6) For those members registered as a regular specialist subject to the Net Capital Rule (SEA Rule 15c3-1),
the term “net liquid assets” refers to excess net capital computed in accordance with the provisions of Rule
325 (“Capital Requirements”) with the following adjustments:

(i) Additions for haircuts and undue concentration charges on specialty securities in dealer accounts;

(ii) Additions for any other haircuts on long positions which are deposited or pledged as collateral for funds
borrowed to finance dealer transactions or positions in specialist securities;

(iii) Deductions for floor brokerage and/or commissions receivable;

(iv) Deductions for clearing organization deposits; and

(v) Deductions for any cash surrender value of life insurance policies allowable under the net capital rule.
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(7) For members registered as a regular specialist not subject to the Net Capital Rule “net liquid assets” is
defined as the excess of cash net credit balances at clearing broker(s), and readily marketable securities over
all liabilities.

In the event that two or more specialists are associated with each other and deal for the same specialist
account, the above requirements shall apply to such specialists as one unit, rather than to each specialist
individually.

[Specialists must be able to meet the above requirements without taking into consideration the capital
required to carry or finance investment accounts.]

.21 Concentration Measure Requirements

Notwithstanding the provisions of (1) through (5) in Rule 104.20 above if a regular specialist entity's market
share exceeds 5% of any of the following concentration measures:

(1) All listed common stock (current);

(2) The 250 most active listed common stocks (over the previous 12 months);

(3) The total share volume of stock trading on the Exchange (over the previous 12 months); or

(4) The total dollar value of stock trading on the Exchange (over the previous 12 months)

such entity shall maintain net liquid assets equivalent to the following applicable requirements:

(i) $4 million for each specialist security contained in the DJIA

(ii) $2 million for each specialist security contained in the S&P 100, not contained in (i)

(iii) $1 million for each specialist security contained in the S&P 500, not contained in (i) or (ii)

(iv) $500 thousand for each specialist common stock, excluding bond funds, not contained in (i), (ii) or iii)

(v) $100 thousand for each specialist security not included in (i) through (iv), excluding warrants.

.22 Combinations of Specialist Entities

A specialist entity resulting from the merger, consolidation, acquisition, or other combination of specialist
assets:

(i) subject to the concentration measure requirements of Rule 104.21, shall maintain net liquid assets in
accordance with those provisions, or equivalent to the aggregate net liquid assets of the specialist entities
prior to their combination, whichever is greater;

(ii) not subject to the concentration measure requirements of Rule 104.21, shall maintain net liquid assets
according to the provisions of Rule 104.20, or equivalent to the aggregate net liquid assets of the specialist
entities prior to their combination, whichever is greater.

.23 Maintaining a Fair and Orderly Market

Solely for the purpose of maintaining a fair and orderly market, the Exchange may, for a period not to
exceed 5 business days, allow a specialist entity to continue to operate despite such specialist entity's non-
compliance with the provisions of Rules 104.21 and 104.22.

[.23] 24 . Relief Specialists..—

no change
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Member Firm Regulation

 ATTENTION: CHIEF OPERATIONS OFFICER, CHIEF COMPLIANCE OFFICER, AND BRANCH OFFICE
MANAGERS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: TIMELY DESIGNATION AND ALLOCATION OF ACCOUNT INFORMATION.—RECORDS OF
ORDERS

As the result of recent field examination findings and enforcement actions, several instances have come to
the attention of the Exchange in which members and member organizations have delayed entering upon
an order ticket, or other memorandum of a transaction, the identity of each account on whose behalf the
transaction was effected. Consequently, this Information Memo is issued to emphasize the importance of
strict compliance with order entry timing requirements relating to account designation.

Application

NYSE Rule 410 (“Records of Orders”) states, in part, that before an order is executed on the Exchange Floor
“there shall be placed upon the order slip or other record of the member, or his organization the name or

designation of the account for which such order is to be executed”. 1   It is a violation of the Rule to direct an
order to the Exchange Floor without first memorializing a precise written record of the account or accounts
for which the order is intended. Failure to do so may also reflect the presence of a course of conduct to
improperly allocate to selected clients, or to accounts in which the registered representative has an interest,
thus giving inordinate latitude in allocating trades, predicated upon post-execution market fluctuation. It may
further reflect a failure of the member organization to exercise appropriate supervision to ensure the timely
identification and allocation of trades. These practices, and any accompanying violative conduct, may be
separately sanctionable for violations of Securities Exchange Act provisions.

While Rule 410 applies exclusively to transactions directed to the Floor of the Exchange, NYSE Rule 440
directs a member or member organization to Securities Exchange Act (“SEA”) Rule 17a-3(a)(6) which
comprehensively requires that the “terms and conditions” of each brokerage order be captured on a
“memorandum” to include, in pertinent part, “the account for which entered, the time of entry, the price at
which executed and, to the extent feasible, the time of execution or cancellation”. The same section defines
the term “time of entry” as “the time when such member, broker or dealer transmits the order or instruction for
execution or, if it is not so transmitted, the time when it is received…” On the issue of timing, the Securities
and Exchange Commission has stated that “[b]y their nature, the memoranda of brokerage and principal
transactions should be prepared at the time of the transactions…” [Exchange Act Release No. 43-10756
(1974)].

In sum, member organizations are required to document the terms of each order, including its account
designation facts, at or before the order's time of entry. This requirement is one of general application
and thus is to be adhered to in the context of phone orders, block transactions, bunched orders, multiple
executions, and the like.

Phone Orders/Block Transactions
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A significant number of violations of NYSE Rules 410 and 440 and SEA Rule 17a-3(a)(6) and (7) involve so
called “phoned-in orders” or “phone orders”. Generally speaking, these are orders that are entered through
a block desk via telephone or other method of communication. Members and member organizations must
ensure that the terms of each phone order are documented prior to, or contemporaneous with, the order's
transmission to the block desk. Such terms shall include all account designations as well as the number of
shares to be allocated per account.

Exception

The NYSE INTERPRETATION HANDBOOK (p. 4110) outlines an exception to Rule 410 relative to the entry
of block orders by investment advisors. It reads, in relevant part:

Member organizations may accept block orders and permit investment advisers to make allocations on such
orders to customers and remain in compliance with Rule 410 provided that the organizations receive specific
account designations or customer names by the end of the business day.

This interpretation applies to (a) outside investment advisers as well as to (b) employees of a member
organization who provide investment advisory services on behalf of a member organization acting as an

investment adviser. 2   However, in either instance, the investment adviser must be one who is registered
under the Investment Advisers Act of 1940 (the “Act”) or who, but for Section 203A, would be required to
register under the Act. It does not apply to accounts handled by individual registered representatives of
member organizations who otherwise exercise discretionary authority over accounts.

Summary

Each member and member organization is urged to review in-house policies, practices, and procedures to
ensure conformity with the above described requirements. The Exchange will continue to take enforcement
action, as appropriate, for conduct inconsistent with, or intended to circumvent, the foregoing.

Questions relating to this memorandum may be directed to Stephen A. Kasprzak at (212) 656-5226.

Salvatore Pallante

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See also NYSE Rule 123 ("Record of Orders").
2  Pursuant to discussions with Securities and Exchange Commission Division of Market Regulation Staff

this exception also applies to the requirements of SEA Rules 17a-3(a)(6) and 17a-3(a)(7).
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Market Surveillance

 TO: ALL MEMBERS, MEMBER ORGANIZATIONS AND CHIEF OPERATING OFFICERS

SUBJECT: ALLOCATION POLICY AND PROCEDURES

In a continuing effort to improve the process of allocating stocks, the Exchange has periodically sought
the input of market professionals for enhancements to the Allocation Policy and Procedures. The latest
recommendations of the Exchange's Allocation Review Committee (ARCV) have been recently approved by
the Securities and Exchange Commission. This memo will provide details with respect to these amendments.
Attachment A is the Allocation Policy and Procedures showing these changes.

Amendments to the Policy

Composition of Allocation Panel

The Allocation Panel (the “Panel”) is the resource from which the Allocation Committee is assembled. A
Panel is appointed by the Exchange's Quality of Markets Committee from among individuals nominated by
the Exchange's membership. Currently, the Panel consists of 28 Floor brokers; 12 allied members (including
the four allied members serving on the Market Performance Committee (the “MPC”)); eight Floor broker
Governors who are part of the Panel by virtue of their appointment as Governors; and a minimum of five
Senior Floor Official brokers who have been appointed to the Panel.

The Policy is amended to add to the Panel nine institutional investor organization representatives, including
the five serving on the MPC. The number of Floor broker Governors is increased from eight to 10 to reflect
the recent increased number of such Floor broker Governors on the MPC. In addition, the number of
allied member representatives will be increased from four to five reflecting the recent increase of such
representatives on the MPC.

The new composition of the Allocation Panel is 28 Floor brokers; 13 allied members (including the five allied
members serving on the MPC); nine institutional members (including the five representatives of institutional
investor organizations serving on the MPC; the 10 Floor broker Governors; and a minimum of five Senior
Floor Official brokers who have been appointed to the Panel.

Composition of the Allocation Committee

To reflect the addition of institutional investor representatives to the Allocation Panel, the Allocation
Committee composition is changed by the addition of one such representative. However, the Committee's
size (nine members) will not change since ARCV did not believe it was necessary to expand the Committee.
The institutional investor representative will replace a Floor broker on the Committee, reducing their number
to six. The other two Committee members are allied members from the Allocation Panel or MPC. The
Committee's quorum requirement of six Floor brokers, at least two of whom are Governors, and one allied
member will not change. The presence of the institutional representative will not be required for a quorum
because, at times, it may be difficult to obtain the participation of an institutional investor representative.

Contact Between Listing Companies and Specialist Units
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Currently, specialist units or any individual acting on their behalf are prohibited from having any contact with a
company that has applied for listing from the date applications are solicited (distribution of the “Green Sheet”).
This period has been amended to prohibit such contact subsequent to the earlier of the date written notice is
given that the listing company filed its listing application with the Exchange or the date allocation applications
are solicited. The Exchange publishes this notice of listing application in its Weekly Bulletin.

Listing Company Request for Additional Specialist Information Following Interviews

A listing company may choose to pick its specialist unit after interviewing a pool of three to five units selected
by the Allocation Committee. Currently, subsequent to the interview, any follow-up questions from the listing
company pertaining to the specialist unit(s) it had interviewed must be conveyed to the Exchange and is
restricted to questions regarding publicly-available information. The Exchange must approve the request and
all units in the interview pool must be notified by the Exchange of the request.

The Policy is amended to provide that the Exchange will contact only the unit(s) to which the follow-up
question pertains and will provide any information received from the unit(s) to the listing company. Exchange
approval of the request for additional information will no longer be required, and the restriction that the
questions be limited to publicly-available information is removed.

Common Stock Listing After Preferred

Currently, the Policy does not address the situation involving a Common Stock being listed after its Preferred
Stock has been allocated.

The Policy is amended to provide that the listing of a Common Stock of a company subsequent to the listing
of its Preferred Stock would invite applications from all specialist units. The listing company may continue to
select either Option I (Allocation Committee selects the specialist unit) or Option 2 (listing company chooses
the specialist unit after interviewing a pool of three to five units selected by the Allocation Committee). If
Option 2 is selected, the specialist unit that trades the Preferred Stock must be included in the group of units
comprising the interview pool.

Listed Company Mergers

Currently, when two listed companies merge, the merged entity is assigned to the specialist in the company
that is determined to be the survivor-in-fact (dominant company). Where no surviving company can be
determined, the matter is referred to the Allocation Committee and all specialist units are invited to apply. The
merged company may request either Option 1 or Option 2, with no provisions to include or exclude any unit
from consideration by the Allocation Committee. There is no provision for the merged company to select a
unit which trades one of the listed companies which is merging without going through the allocation interview
process.

The Policy is amended to provide that in situations where no surviving entity can be determined, the listing
company may select one of the units trading the merging companies without going through the allocation
interview process. If the listing company determines to go to allocation it may select Option 1 or Option 2.
Under Option 1, the company will not be able to request that the Allocation Committee exclude one of the
units trading the merging companies. Under Option 2, the interview pool will consist of the specialist units
of the merging companies, plus additional units selected by the Allocation Committee consistent with the
requirement that each interview pool be comprised of three to five units. In addition, the company may not
request that any of the units trading the merging companies be excluded from the interview pool.

Listed/Unlisted Company Mergers

Currently, if the unlisted company is the survivor-in-fact, the company may chose to remain with the unit that
traded the listed company involved in the merger or may request that the matter be referred to allocation, with
applications invited from all units. The company may request that the unit trading the listed company not be
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allocated the stock (Option 1) or not be included in the interview pool (Option 2). The Allocation Committee
must honor such request.

The Policy is amended to conform to the Policy regarding listed company mergers with no survivor-in-fact.
Therefore, the Policy will preclude the unlisted company from excluding the specialist unit from consideration
by the Allocation Committee. In addition, the Policy will require that if the unlisted company selects Option 2,
the unit trading the listed company must be included in the interview pool.

Issuance of Tracking (“Target”) Stock

These securities (also known as “Letter Stock”) typically are ‘targeted’ to a specific aspect of an issuer's
overall business. There are two instances in which “target” stocks are listed. The first involved situations in
which the “target” stock is being “uncoupled” from the listed company, and listing on the Exchange.

Currently, when this occurs, the “target” stock remains with the specialist registered in the stock prior to
its separate listing, unless the listing company requests that the new stock be referred to the Allocation
Committee. In this situation, the Allocation Committee must honor the company's request not to be allocated
to the specialist unit that trades the listed company stock.

The Policy is amended to require the Allocation Committee to honor the listing company's request to include
or exclude from the allocation pool, the specialist unit that trades the listed company stock.

The second type of ‘target’ stock involves a listed company issuing a “target” stock to track a separate
business line. In these situations, the issue is assigned by the Exchange to the specialist in the listed
company issuing the “target” stock. The Policy is amended to conform with the spin off/related company
policy, since they represent similar situations. Thus, a listing company that is a “target” stock tracking a
separate business line may choose to stay with the specialist unit of the related listed company or be referred
to the Allocation Committee, with all specialist units eligible to apply for the stock. The listing company will
have the same inclusion and exclusion rights outlined in the Spin-offs section of the Policy (see Section V. of
the Policy Notes).

Allocation Sunset Policy

When the Exchange allocates stock from an Initial Public Offering, that decision remains in effect for three
months. If the company does not list within that time, the matter is referred again to the Allocation Committee.
During this period, however, a specialist unit may merge or be involved in a combination presenting the listing
company with circumstances that have changed since its specialist unit selection was made. The Exchange
amended the Policy to give such a listing company the opportunity to reconsider its choice in light of the
changed circumstances. It can choose to remain with the specialist unit it chose or be referred to allocation.

Listing Company Attendees at Specialist Interviews

Current Policy requires that a senior official of the listing company of the rank of Corporate Secretary or
above be present at the interviews with specialists under Option 2. In the case of structured products listing (a
security whose value is based on the value of another security), the corporate makeup contemplated by the
existing requirement often does not exist. Therefore, the Policy is amended to permit any senior officer of the
issuer of a structured product to be present at the interview to satisfy the requirement.

Questions concerning these amendments may be directed to Brian McNamara (212) 656-7086 or Ellen
Duttweiler (212) 656-2231.

Regina C. Mysliwiec

Senior Vice President

Attachments

Exhibit A
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Deletions [bracketed]

Additions underlined and Bold

NEW YORK STOCK EXCHANGE, INC.

Allocation Policy and Procedures

I. PURPOSE

The current allocation process was established in 1976. The Quality of Markets Committee of the NYSE
Board of Directors has periodically appointed special Allocation System Review Committees (ARCs) to
conduct comprehensive reviews of the allocation process. The objective of each review was to preserve the
integrity of the original system and build upon its strengths, in order to ensure that the allocation process:

(1) is based on fairness and consistency;

(2) maximizes the professionalism, expertise and objectivity of committee members;

(3) minimizes potential conflicts of interest;

(4) rewards performance and provides an incentive for performance improvement;

(5) spreads reward and risk throughout the specialist system, in order to contribute to its strength and
continued viability;

(6) provides the best possible match between specialist unit and stock, and provides an opportunity for input
from the listing company for that purpose;

(7) provides for education of all participants in the allocation process; and

(8) ensures the strength and autonomy of the Allocation Committee in applying the policy.

Because specialists can expand their business only by increasing the number of their specialty stocks,
allocation criteria and procedures and the performance evaluations on which they rely focus critical attention
on customer service and ongoing improvement in the level of specialists' performance. The result is higher
quality markets, benefiting the investing public, listed companies and member organizations.

This document presents the policy of the Exchange with respect to the allocation of equity securities: (1)
when a common stock is to be initially listed on the Exchange; (2) when a security is to be reallocated as a
result of disciplinary or other proceedings under Exchange Rules 103A, 475 and 476; or (3) when a specialist
unit voluntarily surrenders its registration in a security as a result of possible disciplinary or performance
improvement action. The purpose of the allocation system is: (1) to ensure that securities are allocated in
an equitable and fair manner and that all specialist units have a fair opportunity for allocations based on
established criteria and procedures; (2) to provide an incentive for ongoing enhancement of performance
by specialist units; (3) to provide the best possible match between specialist unit and security and (4) to
contribute to the strength of the specialist system.

II. ALLOCATION COMMITTEE

Responsibility

The Allocation Committee has sole responsibility for the allocation of securities to specialist units under this
policy pursuant to authority delegated by the Board of Directors, and is overseen by the Quality of Markets
Committee of the Board (“QOMC”). The Allocation Committee renders decisions based on the allocation
criteria specified in this policy (see Section IV). Allocation decisions are published for Exchange Floor
members and are communicated to listing companies by Exchange staff. The Allocation Committee gives
periodic reports to the QOMC.

Composition
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The composition of the Allocation Committee is intended to maximize expertise and objectivity in the
allocation process.

To this end, the committee is comprised of [7] 6 Floor brokers, including 3 broker Governors (1 of whom may
be an independent/two dollar broker), [4] 3 other Floor brokers from the Allocation Panel (1 of whom must
be an independent/two dollar broker) [and] ; 2 allied members from the Market Performance Committee or
the panel ; and 1 representative of an institutional investor organization from the Market Performance
Committee or the panel. [For options allocations, only 1 Governor shall sit on the committee.] Commission
brokers contribute their experience in conducting business with specialists, as well as broad-based
knowledge of units on the Floor. Therefore, they have the largest representation on the committee. Allied
members and representatives of institutional investor organizations often provide a perspective on the
trading characteristics of new listings and experience as an off-Floor customer of the specialists. Including
Governors on the committee adds comprehensive knowledge of specialist performance as well as a broad
perspective and expertise relating to the Exchange.

The 9-member committee is chosen from an Allocation Panel (See Section III), which includes Floor brokers,
allied members, representatives of institutional investor organizations, Governors, and Senior Floor
Officials. Selection of committee members within the appropriate member categories is random as to
individuals, but an effort is made to appoint individuals who have not yet served on the committee before
reappointing past committee members. The Exchange also tries to provide a balanced Floor geographical
mix[.—3 Main Room, 2 Garage, 1 Blue Room, 1 Expanded Blue Room]. Efforts are also made to include no
more than one broker or allied member whose firm is affiliated with a specialist unit.

Term of service

Committee members serve 4-month terms, and every two months four or five members are rotated, thereby
fostering continuity and objectivity in the decision-making process.

A committee member whose term has expired is ineligible for consecutive reappointment, but after two
months is eligible for further service if again randomly selected.

Quorum requirement

A full Allocation Committee affords optimal participation, and every effort is made to have 9 members for
each allocation decision. Whenever standing committee members are unable to serve for a particular
meeting or must abstain from deliberations regarding particular stocks, randomly selected panel members
may substitute to complete a 9-member committee. A quorum requirement is established so that allocation
decisions can otherwise be made, provided there are 7 members including 6 Floor brokers, at least two
of whom are Governors, and 1 allied member. The presence of the representative of the institutional
investor organization is not required for a quorum. [For options allocations, a quorum shall include
one Governor.] In the event that any of the broker Governors on the standing committee are not able to
attend an Allocation Committee meeting, or are unable to participate in the allocation of a particular stock,
the Exchange first seeks to substitute for such Governor(s) with another broker Governor on the panel. If
no such Governor is available, a Senior Floor Official broker on the panel who is not currently a standing
member of the Allocation Committee may serve as a substitute for a Governor for the purpose of meeting
the Governor quorum requirement. If no Senior Floor Official broker on the panel is available, any Senior
Floor Official broker on the standing committee may substitute for the absent Governor(s) for the purpose of
meeting the Governor quorum requirement. The Exchange seeks as a substitute a Senior Floor Official who
is not currently a standing member of the Allocation Committee in order to maximize the level of seniority of
the standing committee. In the event no current Floor broker, or allied panel member is available, a former
Allocation Committee chairman may substitute, but may not substitute for a Governor for the purpose of
meeting the Governor quorum requirement, unless such former Allocation Committee chairman is a Senior
Floor Official on the panel. A former chairman brings unique experience and expertise to the process.
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Chairman

The Allocation Committee chairman is selected from among the Floor brokers on the standing committee
whose firms conduct business with the public, as well as Governors. (Governors and brokers whose firms
are affiliated with a specialist unit are ineligible to serve as chairman.) All candidates for chairman must have
experience on the Allocation Committee to qualify. The chairman is elected by current Allocation Committee
members, including outgoing members, and members of the committee who will be serving at the time of the
chairman's appointment.

While allocation decisions are made by the committee as a whole, the chairman's role calls for leadership in
conducting meetings in accordance with policy and procedure, emphasizing the importance of preserving the
integrity of the allocation process, the committee's responsibility to serve the best interests of the public and
the Exchange, and the need to suspend individual interest and avoid possible conflicts of interest.

In order to foster a complete understanding of and ensure consistency of the allocation process, each new
chairman is elected two months prior to the commencement of his or her term as chairman. The eligible
members will thus include the brokers with 4 [to 6] months remaining in their committee terms, plus the
brokers selected for rotation onto the committee two months hence. The chairman will serve until the end of
his or her committee term (i.e., two to six months).

If elected prior to the commencement of his or her committee term the chairman-elect will attend meetings
as an observer and discuss the allocations with the current chairman. If already serving on the committee,
the chairman-elect will likewise discuss the meetings with the current chairman. Orientation of each new
chairman will also be provided by former chairmen of the Allocation Committee and by the Quality of Markets
Committee. A standardized agenda for education of new chairmen will be made available.

Committee member abstentions

In making allocation decisions pursuant to this policy, it is the responsibility of each Allocation Committee
member to adhere strictly to the approved allocation criteria. A committee member who feels he or she
cannot abide by the criteria due to potential conflict of interest (e.g., allocation involving a relative, a financial
interest, relief specialists, etc.) should disqualify himself or herself from the deliberations.

If an Allocation Committee member has an investment banking relationship (defined as manager or co-
manager of an underwriting group) or is in an advisory fee relationship with an about-to-be listed company,
that committee member must abstain from allocation deliberations with respect to that particular stock. A
broker or allied member whose firm is affiliated with a specialist unit must abstain from deliberations regarding
allocation of a stock for which that unit has applied.

Committee disclosure

The names of the standing committee members will be kept confidential. Allocation Committee books will not
be delivered to committee members on the trading Floor. Committee members will pick up their books at the
Committee Support Services area.

Committee information

Allocation policy provides the application form and related written correspondence as the means by which
interested parties transmit to the Allocation Committee information pertinent to allocations. Exchange
members and investment bankers may not initiate contact with Allocation Committee members pertaining to
an upcoming allocation. Allocation Committee members will enforce this prohibition. Allocation decisions are
made by the committee as a whole, based on the published allocation criteria. Under all circumstances the
confidentiality of the Allocation Committee's deliberations is paramount.

Observation of Committee Meetings
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All incoming committee members are expected to observe as many committee meetings as possible prior to
the commencement of their committee terms.

III. ALLOCATION PANEL

Composition

The composition of the Allocation Panel reflects the committee structure and includes 28 Floor brokers, [12]
13 allied members (including the [4] 5 allied members serving on the Market Performance Committee), 9
representatives of institutional investor organizations (including the 5 representatives of institutional
investor organizations serving on the Market Performance Committee,) the [8] 10 Floor broker
Governors who are part of the panel by virtue of their appointment as Governors, and a minimum of 5 Senior
Floor Official brokers that have been appointed to the panel.

Selection

Panel members are nominated by the membership. A selection committee, appointed by the Floor
Directors, reviews the nominations and recommends panel appointments to the Floor Directors, who finalize
recommendations for presentation to the QOMC. The selection committee operates in accordance with such
guidelines as are established and made known to the membership from time to time. The selection committee
and, in turn, the Floor Directors seek to develop a representative panel that maximizes professional expertise
and broad exposure on the Floor by including members from various types of firms and from diverse locations
on the Floor. To the maximum extent possible, the Floor members on the panel are expected to be a core
group of experienced, senior professionals, such as former Allocation Committee chairmen, Senior Floor
Officials, and current and former Floor Governors.

In the case of allied members and representatives of institutional investor organizations, the allied
member organization and the institutional investor organization [is] are appointed to the panel. The
individual representative is then selected by the organization. A Floor Director gives guidance to the
organization in selecting an appropriate representative.

Eligibility

Professional expertise and experience are essential to the excellence of the allocation system. Therefore, a
Floor member must have a minimum of 5 years experience as a member on the Floor in order to be eligible
for appointment to the Allocation Panel. In the case of allied members and representatives of institutional
investor organizations, the [member] organization shall select a representative with at least 5 years of
trading experience in listed equities and a senior position on the trading desk , and each[. Each allied
member] may designate one alternate who meets the Panel qualifications, subject to approval by the Floor
Directors.

Term of service

Panel members are appointed to serve a one-year term. They may serve a maximum of 6 consecutive one
year terms. Once a panel member has served a total of two 4-month committee terms, the member is rotated
off the panel at the next annual meeting of the Exchange. The panel members serve staggered terms so
that every 2 months 4 or 5 members rotate from the committee. Once rotated off, the member is ineligible
for appointment to the panel for one year. Governors are not subject to the two committee term restriction,
but remain on the panel for as long as they are Governors. Senior Floor Officials are subject to annual
reappointment, but are not subject to the two committee term restriction and are not limited to a maximum of
six consecutive one year terms.

IV. ALLOCATION CRITERIA
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Allocation decisions under this policy are based on the professional judgment of the Allocation Committee in
applying specified criteria.

In order to ensure that a single criterion is not afforded too great a weight in any allocation decision, and in
order to ensure consistency in the allocation process, the Allocation Committee will base its decisions on the
following:

(i) results of the Specialist Performance Evaluation Questionnaire (“SPEQ”) (to be given 25% weight);

(ii) objective performance measures; and

(iii) the committee's expert professional judgment in considering the SPEQ, objective measures of
performance, and other criteria as enumerated below.

Set forth below are the criteria, followed by an explanation of each:

- SPEQ

- Objective performance measures

- Professional judgment

- Listing company input

- Allocations received

- Capital deficiency, disciplinary actions, justifiable complaints

- Foreign listing considerations

Specialist Performance Evaluation Questionnaire

The SPEQ includes several facets. Professional judgment determines the relative weight of the various
aspects listed below:

(a) ratings in the current quarter, particularly relative to other applicants;

(b) improved ratings;

(c) ratings over time (e.g., 4 quarters), to consider possible aberrations in ratings;

(d) the strengths of the individual specialist designated by the unit to handle the stock, relative to the
strengths of the specialists designated by other applicants, as indicated by SPEQ comments that frequently
refer to performance of individuals;

(e) ratings and written comments on specific specialist functions in relation to particular characteristics of the
new listing; and

(f) written SPEQ comments as to the performance of the entire unit.

Objective measures of performance

The objective performance measures include TTV, stabilization, capital utilization, near neighbor analysis and
such other measures as may be adopted. Objective measures in Rule 103A include:

(a) timeliness of regular openings;

(b) promptness in seeking Floor official approval of a non-regulatory delayed opening;

(c) timeliness of DOT turnaround; and

(d) response to administrative messages.

The objective measures are reported to the Allocation Committee as a “pass” or “fail” as specified in Rule
103A.
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Specialist dealer performance is measured in terms of participation (TTV); stabilization; capital utilization,
which is the degree to which the specialist unit uses its own capital in relation to the total dollar value of
trading in the unit's stocks; and near neighbor analysis, which is a measure of specialist performance
and market quality comparing performance in a stock to performance of stocks that have similar market
characteristics. The Allocation Committee receives the most recent data available and historical data with
respect to each applicant's performance in relation to other units evaluated during the same time period.

The Allocation Committee is informed if an applicant has been subject to a performance improvement action
in the most recent four quarters.

Although stocks are allocated to units, as noted above, the committee may give consideration to the person
who will serve as the specialist. Therefore, it is important that the application accurately represent the unit's
plans as to the individual who will handle the stock.

Professional judgment

The expert, professional judgment of the members of the Allocation Committee is crucial to the allocation
decision-making process. Decisions are based on professional judgment, rather than mathematical
calculation. Each committee member evaluates the data and determines how the specified criteria should
be applied in each allocation, based on his or her expertise and experience from the viewpoint of his or her
role in the Exchange community. In addition to the SPEQ and the objective performance measures described
above, the committee also considers listing company input, allocations received, capital and disciplinary and
cautionary data, as detailed below.

Listing Company Input

Listing on the New York Stock Exchange is a significant development for a company, and the assignment of
a specialist through the allocation process is an important step. The Exchange's Allocation Policy is intended
to provide listing companies with a choice of alternatives as to how their specialist unit may be selected. The
listing company may choose to have its specialist unit selected by the Allocation Committee, in accordance
with the criteria specified in the Allocation Policy, and the exercise of the Committee's expert professional
judgment. Alternatively, the listing company may choose to become more directly involved in the selection
process. In that case, the company may request that the Allocation Committee select specialist units that
would be appropriate to trade the company's stock, with the company then making the final selection from
among the group of units as chosen by the Allocation Committee. Such a group shall consist of three, four,
or five units, selected by the Committee as demonstrably deemed to be the most qualified to receive such
allocation from among the units that apply, based upon the criteria set forth in this policy , and shall include
or exclude units as set forth in this policy. If three units are selected, the Allocation Committee may select
an alternate to be among the group of units that a company may interview in the event a unit is eliminated.
A unit chosen as an alternate will be informed of its status as such. These procedures shall apply to the
allocation of a newly-listing company, as well as the reallocation of an already listed company.

Specialist Unit Selected by Allocation Committee. If the listing company so chooses, the Allocation
Committee shall select the specialist unit to be allocated the company's stock based on the Committee's
expert assessment of the type of specialist unit that would be most appropriate for the company, and the
Committee's professional evaluation of performance data and other relevant information as specified in the
Allocation Policy. The listing company may submit a letter to the Allocation Committee which focuses on
describing the characteristics of the listing company (e.g., history of and background about the company
and its industry; how the company historically has funded its operations; characteristics of its shareholder
base and any unusual trading patterns that may result therefrom; and any public information regarding the
company's plans for the future) which it believes would be appropriate for the Allocation Committee and
the unit that would be selected to trade its stock to know. The letter may also include the company's views
on being traded by units which are experienced in trading companies in its industry or country. The listing
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company may not, however, identify any particular specialist unit in its letter, or specify characteristics of a
specialist unit so unique as to be applicable only to a readily identifiable specialist unit.

Specialist Unit Selected by Listing Company. If the listing company so chooses, it may request that the
Allocation Committee select specialist units that would be appropriate to trade the company's stock, with
the company then making the final selection. If the listing company chooses this alternative, the company
may either make no communication to the Allocation Committee, or it may submit a letter to the Committee
which focuses on describing the characteristics of the listing company (e.g., history of and background about
the company and its industry; how the company historically has funded its operations; characteristics of its
shareholder base and any unusual trading patterns that may result therefrom; and any public information
regarding the company's plans for the future) which the company believes would be appropriate for the
Committee and the units to be selected by the Committee to know. The letter may also include the company's
views on being traded by units which are experienced in trading companies in its industry or country. The
listing company may not, however, identify any particular specialist unit in its letter, or specify characteristics
of a specialist unit so unique as to be applicable only to a readily identifiable specialist unit.

Meetings Between Listing Company and Specialist Units. By the close of business on the last Exchange
business day of the week in which the selection of a group of specialist units as described above takes
place (unless the Exchange has determined to permit a longer time period in a particular case), the listing
company shall meet with representatives of each of the specialist units. Meetings shall normally be held at
the Exchange, unless the Exchange has agreed that they may be held elsewhere. At least one representative
of the listing company must be a senior official of the rank of Corporate Secretary or above of that company.
In the case of the listing of a structured product, a senior officer of the issuer may be present in lieu
of the Corporate Secretary. No more than three representatives of each specialist unit may participate in
the meeting, each of whom must be employees of the specialist unit, and one of whom must be the individual
who is proposed to trade the company's stock.

Teleconference meetings will be permitted at the request of non-U.S. listing companies, or for U.S. listing
companies in compelling circumstances and with the approval of the Exchange.

Listing Company's Selection of Specialist Unit. As soon as practicable following its meeting with
representatives of the specialist units, the listing company shall select its specialist unit in writing, signed by a
senior official of the rank of Corporate Secretary or higher , or in the case of a structured product listing, a
senior officer of the issuer, duly authorized to so act on behalf of the company. If a listing company meets
with any of its specialist units on the last Exchange business day of the week, it shall make its decision on
that day. The Allocation Committee shall then confirm the allocation of the stock to that unit, at which time the
stock shall be deemed to have been so allocated.

Allocation Applications. In their applications for the allocation of a listing company's stock, specialist units
must describe all pertinent factors as to why they believe they should be allocated the stock. At a minimum,
such factors should include how the unit will allocate resources (staff and/or capital) to accommodate this
new issue and what new resources, if any, will the unit need to acquire to service this stock; identity and
experience of the individual proposed to trade the stock, with a description of other securities traded by that
individual; and a discussion of why that individual is appropriate to trade the listing company's stock. If the
listing company has submitted a letter to the Allocation Committee as permitted herein, a copy of such letter
shall be made available to all specialist units. In their applications to be allocated the stock of such company,
specialist units shall be expected to indicate how they meet any characteristics described in the company's
letter. If, within six months of the date a newly-listed company begins trading on the Exchange (or a company
which has been reallocated begins trading with its new unit), the specialist unit determines that the individual
specialist who trades the company's stock should be an individual other than the one named in the allocation
application, the specialist unit shall so inform the Allocation Committee, in writing, and disclose its reasons
therefor. These letters shall be maintained in the permanent records of the Committee.

Contact between listing companies and specialist units.
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Specialist units must describe in their applications to be allocated the stock of a listing company any contacts
they, or any individual acting on their behalf, have had with any employee of that company, or any individual
acting on behalf of that company with regard to its prospective listing on the Exchange, within six months prior
to the earlier of the date that written notice is given that the listing company filed its listing application
with the Exchange or the date that allocation applications are solicited with respect to that company.

Specialist units or any individual acting on their behalf may not have any contact with a listing company from
the earlier of the time that written notice is given that the listing company filed its listing application
with the Exchange; or the time that the allocation applications are solicited with reference to that company.
(Information about the listing company is distributed to specialists on the stock data sheet by the Exchange.)
Once a specialist unit is selected to be in the group of units chosen by the Allocation Committee, it may
provide material to the Exchange which will be given to the listing company on the day of the scheduled
interview. Such material shall be given to the Exchange no later than two hours before the scheduled
interview with the listing company. Such material must be limited to information pertaining to the specialist
unit, and may not contain information that refers to another specialist unit or units, except overall floorwide
statistics. Any material pertaining to the specialist unit's performance as a specialist may not be provided on
Exchange documents but may be supplied on the specialist unit's own letterhead.

At an interview with a listing company, a specialist unit may not supply information concerning another
specialist unit or units either orally or in writing, except it may refer to overall floorwide statistics. Information
concerning the specialist unit contained in Exchange documents may be provided either orally or in writing on
the specialist's own letterhead.

Following its interview, a specialist unit may not have any contact with a listing company. If a listing company
has a follow-up question regarding [publicly available information on] any specialist unit(s) it interviewed, it
must be conveyed to the Exchange. [If the Exchange approves such request, it may supply such information.
The units in the group of units interviewed will be notified by the] The Exchange [of such request(s)] will
contact the unit(s) to which the question pertains and will provide any available information rec e ived
from the unit(s) to the listing company.

Allocations received

The committee is provided information on allocations received by each unit in the preceding year and the
current year, the number of applicants for those stocks allocated in the past and the number of stocks lost
through corporate mergers, delistings or other such events over which the specialist has no control. While
a recent allocation does not preclude a unit from being awarded a subsequent new listing, the committee
considers such factors in comparing similarly qualified applicants.

Capital deficiency information

The committee is informed of any applicant that is in capital violation, or is potentially in violation, based
on a current check of estimated capital data (conducted between the application deadline and the date of
the allocation meeting). A unit with a capital deficiency will be informed in advance of the meeting and may
provide information for the committee explaining the circumstances of the unit's capital situation. The unit's
capital history will also be provided (frequency of past violations and borderline situations).

Disciplinary and cautionary data

The committee is informed of disciplinary and cautionary actions, as described below.

Cautionary letters and summary fines regarding market maintenance are reported for 12 months beginning at
the time of issuance.

All other cautionary letters and summary fines are reported for 6 months beginning at the time of issuance.
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The preceding parameters apply equally to disciplinary or cautionary actions that result from a justifiable
complaint (public or institutional complaint received via correspondence).

The committee is informed of significant pending enforcement matters. The investigations are included in an
allocation file when the commencement of an enforcement action is authorized. If formal disciplinary action is
ultimately taken, the item would remain in the file for 12 months after a Hearing Panel decision is final.

Foreign listing considerations

The special characteristics of foreign issues often require the specialist to commit extra resources in order to
be a presence in the foreign market. Therefore, in allocating a foreign issue, the committee also considers a
specialist applicant's commitment to establish and maintain relationships with arbitrage houses and foreign
brokerage firms, and to gain familiarity with various aspects of trading securities of foreign issuers.

V. POLICY NOTES

Spin-offs and listing of related companies

If a listing company is a spin-off of or a company related to a listed company, the listing company may
choose to stay with the specialist unit registered in the related listed company or be referred to the Allocation
Committee. If the matter is referred to the Allocation Committee, all specialists are invited to apply.
Information about the relationship to a listed company and the name of the specialist involved, is included on
the stock data sheet inviting specialist applications. The same information is provided to the committee for
consideration in its deliberations regarding the allocation of the new listing. If the listing company chooses
to have its specialist unit selected by the Allocation Committee in accordance with the procedures set forth
herein for a newly-listing company, the Allocation Committee shall honor the company's request not to be
allocated to the specialist unit that traded the related listed company. Alternatively, if the listing company
chooses to select its specialist unit from among a group of units selected by the Allocation Committee, the
Allocation Committee shall honor the listing company's request to include or exclude from the group the
specialist unit that traded the related listed company.

Relistings

Relistings are treated as new listings, with allocation open to all units. Information about the prior listing and
the name of the specialist involved, is included on the stock data sheet inviting specialist applications. The
same information is provided to the committee for consideration in their deliberations regarding the allocation
of the new listing. While committee members use their own judgment to determine what consideration, if any,
should be given to that information, a relisting company's request not to be allocated to its former specialist
unit will be honored.

Common Stock listing after Preferred Stock

When a company applies to list an issue of common stock after having listed a preferred issue, the
common stock is referred to the Allocation Committee, with allocation open to all units. Information
about the preferred stock and the name of the specialist involved, is included on the stock data sheet
inviting specialist applications. The same information is provided to the committee for consideration
in its deliberations regarding the allocation of the common listing. The company may choose to have
its specialist unit selected by the Allocation Committee, or it may choose to select its specialist unit
from among a group of units selected by the Allocation Committee. The specialist unit that trades the
preferred stock must be included in such group of units.

Listed Company Mergers
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When two NYSE listed companies merge, the merged entity is assigned to the specialist in the company
that is determined to be the survivor-in-fact (dominant company). Where no surviving/dominant entity can
be identified, the [matter is referred to the Allocation Committee and all specialist units are invited to apply]
merged company may select one of the units trading the merging companies without the stock being
referred to the Allocation Committee, or it may request that the matter be referred to the Allocation
Committee. If the merging company chooses to have its specialist unit selected by the Allocation
Committee, the company may not request that the Allocation Committee not allocate the stock to
one of the specialist units trading the merging company. If the merging company chooses to select
its specialist unit from among a group of units selected by the Allocation Committee, such group
must include the specialist units of the merging companies and must include additional unit(s). The
number of additional units must be consistent with the requirement that each such group consist of
three to five units. The merging company may not request that any of the units trading the merging
companies be excluded. In situations involving the merger of a listed company and an unlisted company,
where the unlisted company is determined to be the survivor-in-fact, such company may choose to remain
registered with the specialist unit that had traded the listed company entity in the merger, or it may request
that the matter be referred to the Allocation Committee. In such a case, applications will be invited from
all specialist units . [, and the Allocation Committee shall honor the company's request not to be allocated
to the specialist unit that had traded the listed company.] If the unlisted company chooses to have its
specialist unit selected by the Allocation Committee, the company may not request that the Allocation
Committee not allocate the stock to the specialist unit that had traded the listed company. If the
unlisted company chooses to select its specialist unit from among a group of units selected by
the Allocation Committee, such group must include the specialist unit that had traded the listed
company. The unlisted company may not request that the specialist unit that had traded the listed
company be excluded.

“Target” Stock. If a tracking (“target”) stock(s) is issued by a listed company, the listed company
may choose to have its newly-issued tracking stock(s) stay with the specialist unit registered in
the listed company that issued the tracking stock(s) or be referred to the Allocation Committee. If
the matter is referred to the Allocation Committee, all specialists are invited to apply. Information
about the relationship to a listed company and the name of the specialist involved, is included
on the stock data sheet inviting specialist applications. The same information is provided to the
committee for consideration in its deliberations regarding the allocation of the new listing. If the listed
company chooses to have the specialist of the tracking stock(s) selected by the Allocation Committee
in accordance with the procedures set forth herein for a newly-listing company, the Allocation
Committee shall honor the listed company's request not to have this tracking stock allocated to the
specialist unit that traded the listed company. Alternatively, if the listed company chooses to select
the specialist unit of the tracking stock(s) from among a group of units selected by the Allocation
Committee, the Allocation Committee shall honor the listed company's request to include or exclude
from the group the specialist unit that traded the listed company. The specialist unit registered in such
stock prior to a separate listing shall remain registered in such stock after its separate listing, unless the listing
company requests that the matter be referred to the Allocation Committee. In such a case, applications will
be invited from all specialist units, and the Allocation Committee shall honor the company's request not to
be allocated to the specialist unit that had traded the “target” stock. Alternatively, if the listing company
chooses to select the specialist unit of the separately listing stock from among a group of units
selected by the Allocation Committee, the Allocation Committee shall honor the listing company's
request to include or exclude from the group the specialist unit that had traded the “target” stock.

Allocation Freeze Policy

In the event that a specialist unit: (i) loses its registration in a specialty stock as a result of proceedings under
Exchange Rules 103A, 475 or 476; or (ii) voluntarily withdraws its registration in a specialty stock as a result
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of possible proceedings under those rules, the unit will be ineligible to apply for future allocations for the six
month period immediately following the reassignment of the security (“Allocation Prohibition”).

Following the Allocation Prohibition, a second six month period will begin during which a specialist unit may
apply for new listings, provided that the unit demonstrates to the Exchange relevant efforts taken to resolve
the circumstances that triggered the Allocation Prohibition. The determination as to whether a unit may apply
for new listings will be made by Exchange staff, in consultation with the Floor Directors. The factors the
Exchange will consider will vary depending on the unit's particular situation, but may include one or more
steps such as:

- supplying additional manpower/experience;

- changes in professional staff;

- attaining appropriate dealer participation;

- enhancing back-office staff; and

- implementing more stringent supervision/new procedures.

The Market Performance Committee is charged with taking action to improve the overall performance
of specialist units as well as performance in specific stocks by initiating procedures designed to
assist the specialist unit in efforts to improve its performance and, if necessary, freezing the right
to apply for allocation of new listings. The imposition of such an allocation freeze will preclude the
specialist unit from applying for allocations from the Allocation Committee. It will not preclude the
unit from receiving a new stock when a listing company selects the unit or requests the inclusion
of the unit among a group of units selected by the Allocation Committee pursuant to the policy.
Assignments of a stock(s) to the unit by the Market Performance Committee or staff will not be
precluded.

Allocation Sunset Policy

Allocation decisions shall remain effective with respect to any initial public offering listing company which
lists on the Exchange within three months of such decision. In situations in which the selected specialist
unit merges or is involved in a combination within the three-month period, the company may choose
whether to stay with the selected specialist unit, or be referred to allocation. If a listing company does
not list within three months, the matter shall be referred again to the Allocation Committee, with applications
invited from all units.

Support of the allocation system

The Allocation Committee views positively a specialist unit's applying for a broad range of issues.

Criteria for applicants that are not currently specialists

Since an entity seeking to enter the specialist business does not have a history directly comparable to that of
existing units, the Allocation Committee considers the following criteria with respect to applicants that are not
currently specialists.

1. Individuals proposed as specialists must have successfully completed the Exchange's specialist
examination.

2. The proposed unit must demonstrate that it understands the specialist business, including the needs of
brokers, their organizations, and their customers.

3. The proposed unit must demonstrate an ability and willingness to trade as necessary to maintain fair and
orderly markets with depth and liquidity, and facilitate the execution of orders.
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a) The proposed unit should indicate the extent of its capital commitment to specializing over and above the
minimum capital requirements.

b) The proposed unit must have sufficient specialist and clerical support dedicated to maintaining and
servicing the market in a specialty stock.

c) If the proposed specialist unit or any of its participants is presently a specialist or market maker on any
exchange, performance during the prior 12 months, as evidenced by available data maintained by such
exchange which evaluates the quality of performance of the unit or its participants as a specialist or market
maker on such exchange, will be considered by the Allocation Committee.

4. Other factors that will be considered by the Allocation Committee include any action taken or warning
issued within the past 12 months by any regulatory or self-regulatory organization against the unit or any of its
participants with respect to any capital or operational problem, or any regulatory or disciplinary matter.

VI. PROCEDURES

Applications

Whenever a security is to be allocated to a specialist unit, all specialist units are invited to submit applications
to the Exchange prior to the published deadline for the allocation of such security. The application of any
specialist unit shall be in such form as shall be approved from time to time by the Exchange, but each
applicant shall be free to submit in writing such additional information in support of its application as it may
wish to bring to the attention of the Allocation Committee.

Blanket applications

All specialist units shall be deemed to have filed with the Exchange a blanket application pursuant to which
the applicant agrees to accept the allocation of any security. Any security allocated to a specialist unit on the
basis of its blanket application shall not be reflected in the records of the Exchange as a “security gained” nor
shall it prejudice that unit's eligibility for future allocations.

Decision making

An allocation decision pursuant to this policy is made on the basis of the specified criteria, by a majority vote
of the committee members present at the meeting and eligible to vote on such matter.

Announcement

Written notice of the name and post location of the successful applicant are made known to the members of
the Exchange and to the issuer of the security allocated.

Registration of Specialists

Each member associated with the specialist unit to which any security is allocated who acts as a regular
specialist in such security shall be registered as a specialist in such security pursuant to Rule 103.

VII. EDUCATION

Education of all participants is a key to ensuring continued quality and consistency in the allocation process.
A summary of the education process follows:

New panel members receive an orientation conducted by former Allocation Committee chairmen and staff,
and serve as observers at meetings before their terms begin. A standardized agenda for educating Allocation
Committee members will be made available.
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The new Allocation Committee chairman is elected two months in advance of his or her appointment to
provide time to observe and learn from the existing chairman. The newly elected chairman also receives an
orientation by former committee chairmen and the Quality of Markets Committee. A standardized agenda for
educating new chairmen will be made available.

Educational efforts regarding the allocation process are offered periodically for specialists as well as the
general membership.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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July 3, 2000

  

Market Surveillance

 TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW RULE 80A COLLARS AND RULE 80B CIRCUIT BREAKER LEVELS FOR THE THIRD
QUARTER 2000

EFFECTIVE JULY 1, 2000 through SEPTEMBER 30, 2000

• Rule 80A restrictions on index arbitrage trading in component stocks of the S&P 500 Stock Price lndex sm *  

will be imposed when the Dow Jones Industrial Average sm **   (“DJIA”) is above or below its closing value on
the previous trading day by:

210 points or more

• Rule 80A restrictions will be removed when the DJIA is above or below its closing value on the previous
trading day by:

100 points or less

•Index arbitrage order entry restrictions will be re-imposed each time the DJIA advances or declines 210
points from the prior day's close.

• Rule 80B trading halts will be triggered when the DJIA declines below its closing value on the previous
trading day by:

1,050 points (Level 1)

2,100 points (Level 2)

3,150 points (Level 3)

Rule 80A

Whenever Rule 80A collars are in effect due to a decline in the DJIA, all index arbitrage orders to sell any
component stock of the S & P 500 Stock Price Index must be marked “sell plus”: and whenever the collars
are in effect due to an advance in the DJIA, all index arbitrage orders to buy must be marked “buy minus”.

Rule 80B

Whenever a Rule 80B circuit breaker is in effect, trading in all stocks on the Exchange will halt for the time
periods specified below.

Level 1 Halt

a) before 2:00 p.m. - one hour;

b) at 2:00 p.m. or later but before 2:30 p.m. - 30 minutes;

c) at 2:30 p.m. or later - trading shall continue, unless there is a Level 2 Halt.
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Level 2 Halt

a) before 1:00 p.m. - two hours;

b) at 1:00 p.m. or later but before 2:00 p.m. - one hour;

c) at 2:00 p.m. or later - trading shall halt and not resume for the remainder of the day.

Level 3 Halt

at any time - trading shall halt and not resume for the remainder of the day.

A complete discussion of the calculation of trigger values for Rule 80A and Rule 80B was published in
Information Memo No. 99-8, dated February 12, 1999 and Information Memo No. 98-15, dated April 13, 1998,
respectively.

Questions concerning these matters may be addressed to Brian McNamara at (212) 656-7086 or Donald
Siemer at (212) 656-6940.

Regina C. Mysliwiec

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

*  "Standard & Poor's 500 Stock Price Index" is a service mark of Standard & Poor's Corporation.
**  "Dow Jones Industrial Average" is a service mark of Dow Jones & Company, Inc.
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June 21, 2000

  

Member Firm Regulation

 ATTENTION: MANAGING PARTNER, CHIEF EXECUTIVE OFFICER, CHIEF OPERATIONS OFFICER,
CHIEF FINANCIAL OFFICER, COMPLIANCE AND LEGAL DEPARTMENT

TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: PRIME BROKER ACCOUNTS

As a result of recent Exchange examination findings and in response to questions directed to the Exchange
regarding the SEC “No Action” Letter on Prime Brokerage Arrangements, dated January 25, 1994, we are
providing the following clarifications:

1. The SEC “No Action” Letter does not prohibit a customer from using a “doing business as” (D/B/A) account
when dealing with an Executing Broker provided the D/B/A account has exactly the same beneficial owner as
the customer's account at the Prime Broker. Accordingly, the Prime Broker must notify an Executing Broker
of the identity of the beneficial owner of any D/B/A account which is the subject of a prime brokerage contract
between the Prime Broker and the Executing Broker as provided for in the “No Action” Letter. Further, the “No
Action” Letter provides that a Prime Broker may not settle prime broker trades on behalf of a customer, unless
the customer keeps a minimum net equity with the Prime Broker of at least $500,000 in cash or securities
with a ready market.

2. Member Organizations acting as Executing Brokers in a Prime Broker Arrangement are reminded that
doing business with D/B/A accounts that have different beneficial owners from the beneficial owner of the
Prime Broker account being used at the Prime Broker may constitute a violation of Regulation T as well as
the SEC “No Action” Letter on prime brokerage.

3. Member Organizations are also reminded that a prime broker customer account cannot be used to
circumvent margin requirements by allowing individuals other than the beneficial owner of a prime broker
account, to use the account.

Member Organizations need to review their existing documentation on prime broker arrangements and, if
necessary, provide to each Executing Broker information as to the identity of the beneficial owner of any D/
B/A account which is the subject of a prime broker arrangement between the two firms. Further, Member
Organizations that are Prime Brokers should review the amount of net equity on deposit in prime broker
customer accounts to determine compliance with the requirements specified in the” No Action” Letter.

Questions on this Information Memo should be directed to your Finance Coordinator.

Salvatore Pallante

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Market Surveillance

 TO: ALL MEMBERS, MEMBER ORGANIZATIONS AND CHIEF OPERATING OFFICERS

SUBJECT: CROSSING SESSION COUPLED ORDERS

The Off-Hours Trading Facility permits members and member organizations to enter orders to be executed
at the NYSE closing price, that is, the price established by the last regular way sale in a security at the official
closing of the 9:30 a.m. to 4:00 p.m. trading session, during Crossing Session I. Orders may be entered for
any Exchange listed issue, other than a security that is subject to a trading halt at the close of the regular
trading session (including a Rule 80B trading halt) or is halted after 4:00 p.m.

In circumstances in which a stock has an imbalance of market-on-close or limit-on-close orders, or when
the closing price will elect a significant volume of stop orders, there may be little time to attract offsetting
orders. A member, member organization or a customer may be willing to offset the imbalance, but be unable
to enter an order before 4:00 p.m. A lack of their contra order to reduce the imbalance may cause greater
price dislocation at the close. The Exchange has amended Crossing Session I rules to help reduce volatility
and price dislocations at the 4:00 p.m. close by enabling specialists to reflect legitimate market interest that
was willing to participate in the close, but could not enter a timely order.

Previously under Rule 902, coupled orders to buy and sell the same amount of the same security could be
entered into Crossing Session I so long as both orders were not for an account of a member or member
organization, or for an account in which an “associated person” of a member or member organization had an
interest. The Exchange has amended Rule 902 to permit coupled orders to be submitted to Crossing Session
I where both sides represent member or member organization interest, in circumstances in which a specialist
has included another member's or member organization's interest in offsetting the imbalance when setting a
closing price.

Previously under Rule 903, all orders entered in Crossing Session I, including coupled orders, were executed
at the close of the Session, 5:00 p.m., and under Rule 906 if the Exchange determines that material corporate
news is disclosed between 4:00 and 5:00 p.m., it will cancel all orders received in Crossing Session I and
would preclude the entry of any subsequent orders. The Exchange has amended Rules 903 and 906 to
permit coupled orders for accounts of a specialist and any other account to be executed immediately when
entered into Crossing Session I and not at 5:00 p.m., regardless of whether the Exchange has determined
that Crossing Session I orders be cancelled and precluded from entry, in those instances in which the
coupled order reflects contra side interest to an imbalance at the close.

In addition, the specialist is required to obtain Floor Official approval for the entry of his or her order into
Crossing Session I if such order is coupled with an order from a member or member organization, i.e., is
principal vs. principal, or is coupled with an order for a non-member, which is to be executed immediately.

Supervisors will record Floor Official approval on Form #6 - Special Approvals for these coupled orders. Each
slip should note Rule 902, price, volume and Floor Official badge number.

At the outset, coupled orders requiring Floor Official approval must be entered into the Crossing Session by
Floor Operations staff to ensure that they receive immediate execution. System enhancements to allow entry
by members and member organizations directly are in the process of being made, and should be installed by
the fourth quarter of this year.
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All coupled orders entered into Crossing Session I must contain the account type indicator for the buy and sell
side. However, the Exchange's SAX system accepts only one clearing member for coupled orders entered
in Crossing Session I but will accept more than one account type. (A pending system change will allow the
entry of more than one clearing firm.) When more than one clearing member participates in the coupled order,
the clearing member that entered the coupled order must use the “stepout” process in the Online Comparison
System (OCS) to identify the other participant. Use of the “QT” and subsequent reversal process is prohibited.
Questions concerning use of the “stepout” process may be directed to Fred Lipinski, of Post Trade Services
at (212) 656-3021.

Total executed volume for coupled orders which are executed either immediately upon entry or at 5:00 p.m. is
reported to the tape as a single print, and will continue to be reported as “sold”.

Questions concerning matters discussed in this circular may be addressed to Brian McNamara (212)
656-7086 or Donald Siemer (212) 656-6940.

Edward A. Kwalwasser

Group Executive Vice President

Regulation

Attachments

EXHIBIT A

Additions underscored

Deletions [bracketed]

Rule 902. Off-Hours Trading Orders

(a)

(i) No change

(ii) Closing-Price Coupled Orders

(A) Subject to Rule 906, a member or member organization may enter into the Off-Hours Trading Facility a
closing-price order to buy coupled with a closing-price order to sell the same quantity of the same security
for execution against each other. However, except for those orders defined in paragraph (ii)(B) of this rule, a
member or member organization may not so enter such coupled orders if both such orders are for an account
in which any member or member organization, or any “associated party” (as paragraph (b)(ii) of Rule 800
(Basket Trading: Applicability and Definitions) defines that term), has a direct or indirect interest.

(B) A member or member organization may enter a closing-price order to buy (sell) a security for the account
of the specialist registered in such security coupled with a closing price order to sell (buy) for the account of
any member or member organization which has agreed to offset all or part of any market-on-close imbalance
that existed in the stock prior to the official closing of the 9:30 a.m. to 4:00 p.m. trading session.

Rule 903. Transactions

(a) through (c) - No change.

(d) Executions of Orders

(i) Except as provided in (d) (ii) below, single-sided and coupled closing price orders entered into the Off-
Hours Trading Facility and orders that migrate into the facility shall only be executed at the close of the Off-
Hours Trading session. Coupled aggregate-price orders shall be executed upon entry.

(ii) A closing price order to buy (sell) a security for the account of the specialist registered in such security and
approved by a Floor Official, coupled with a closing price order to sell (buy) for the account of any member,
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member organization or non-member which has agreed to offset all or part of any market-on-close imbalance
that existed in the stock prior to the official closing of the 9:30 a.m. to 4:00 p.m. trading session, shall be
executed upon entry.

Rule 906. Impact of Trading Halts on Off-Hours Trading

(a) - No change.

(b) Corporate Developments during Off-Hours Trading Session

The Exchange may announce during the hours that the Exchange is open for Off-Hours Trading that, as the
result of a corporate development, it has determined with respect to a security:

(i) to return unexecuted good ‘til cancelled orders for the security to the specialist's limit order book;

(ii) to cancel closing-price orders for the security entered pursuant to paragraph (a)(i) or (a)(ii) of Rule 902;
and

(iii) to preclude the entry of closing-price orders for the security pursuant to paragraphs (a)(i) and (a)(ii) of
Rule 902 for the remainder of the session[.] ;

provided, however, that a closing price order to buy (sell) a security for the account of the specialist registered
in such security and approved by a Floor Official, coupled with a closing price order to sell (buy) for the
account of any member, member organization or non-member which has agreed to offset all or part of any
market-on-close imbalance that existed in the stock prior to the official closing of the 9:30 a.m. to 4:00 p.m.
trading session, shall not be so canceled or precluded from entry.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Member Firm Regulation

 ATTENTION: MANAGING PARTNER, CHIEF EXECUTIVE OFFICE, BRANCH OFFICE MANAGERS,
COMPLIANCE OFFICER, TRAINING AND HR DIRECTORS

TO: MEMBER AND MEMBER ORGANIZATIONS

SUBJECT: FIRM ELEMENT QUESTIONS & ANSWERS FOR SMALL FIRMS

Exchange Rule 345A (Continuing Education for Registered Persons) requires members and member
organizations to develop and maintain a current Firm Element training program specifically tailored to their
business for registered persons who have direct contact with customers, and for their immediate supervisors.

The Securities Industry/Regulatory Council on Continuing Education, on which the Exchange participates,
has developed a booklet entitled “Firm Element Questions & Answers for Small Firms.” It is intended to
clarify Firm Element requirements and to provide guidance specifically directed to small firms in developing
programs that meet Exchange requirements.

Questions about the Continuing Education Program should be directed to Patricia DeVita at (212) 656-2746.

Salvatore Pallante

Senior Vice President

Attachment

Dear Small Firm Representative,

On behalf of the Securities Industry/Regulatory Council on Continuing Education, I am pleased to send you
a copy of Firm Element Questions & Answers For Small Firms (generally, firms with 25 or fewer registered
representatives). This booklet is part of a multi-faceted Council initiative to address small firm requirements
and expectations under the Firm Element. Additional Council initiatives are:

•To develop a unique Internet Web site to keep firms fully informed about continuing education. The site
will include continuing education information now found on the SRO Web sites. Later this year we plan to
launch an interactive Web-based software tool to assist small firms in conducting their Needs Analysis and
identifying topics to include in their written training plans.

•To update the annual Firm Element Advisory, which is a list of training suggestions cross-referenced to
specific materials that can be integrated into Firm Element training.

•To participate in SRO-sponsored conferences and workshops dealing with Firm Element training
requirements.

The Council firmly believes that its educational efforts and compliance tools will provide small firms with a
better understanding of their continuing education obligations and of the expectations of SRO examiners
when they monitor for compliance with continuing education requirements.

Very truly yours,

John Weingart, Chairman

Securities Industry/Regulatory Council on Continuing Education
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Firm Element Questions & Answers for Small Firms

INTRODUCTION

The Securities Industry Continuing Education Program (Program) was developed in 1993/1994. Participation
in the Program is mandated through uniform self-regulatory organization (SRO) rules which were adopted
in 1995 and revised in 1998. The Securities Industry/Regulatory Council on Continuing Education (Council)
oversees and coordinates the Program. The Council comprises six SROs and a diverse group of 14 industry
members who serve three-year terms. Roughly one-third of the industry terms expire each year. The
Securities and Exchange Commission (SEC) and the North American Securities Administrators Association
(NASAA) also provide support and guidance to the Council.

There are two parts to the Program.—the Regulatory Element and the Firm Element. Registered persons
are required to complete a Regulatory Element session within four months of the second anniversary
of their initial securities registration and then every three years thereafter throughout their careers. The
Regulatory Element is computer-based training dealing with industry rules, regulations, ethics, and sales
practices. There are separate Regulatory Element training programs for registered representatives, and
principals and supervisors. New training designed specifically for Series 6 (Investment Representatives
will be introduced later in 2000. Each training program utilizes real-life scenarios developed by committees
comprising compliance officers, branch managers, registered representatives, and regulatory staff.

The Firm Element requires each firm to develop and implement a written plan for training its covered
registered persons and to update that plan annually. Firm Element training must cover investment
characteristics (such as risk), suitability issues, and applicable industry rules and regulations regarding the
investment products and services the firm offers the public. Each year a firm must assess and prioritize its
own specific training needs, develop a written training plan to address significant needs, and document that
the training is accomplished. Decisions about how the education is carried out are left to the firm's discretion.

The Council recognizes that small firms (generally, firms with 25 or fewer registered persons) tend to have
less change from year to year and often have fewer training needs, especially if engaged in limited, or single
lines of business. The Council also recognizes that some small firms may feel that their administrative and
financial resources are strained by conducting the Needs Analysis, writing the training plan, finding training
material, and documenting their training. In some instances small firms believe it necessary to seek help from
outside consultants or training vendors out of concern of being cited for violations of the rules by the SROs.
With this in mind, the Council has prepared this Question and Answer booklet to help small firms with the
unique challenges they face to comply with the Firm Element requirements.

Basic Requirements Of The Firm Element

1.Q. What does the Firm Element require?

A. Each firm must analyze and evaluate its training needs at least annually. The firm's size, organizational
structure, scope of business, and types of products and ongoing services it offers should be considered when
determining training needs. Firms should place particular emphasis on new products, new rules related to
firm business lines, and problems the firm may have experienced (such as complaints, regulatory or legal
actions). This analysis will identify training topics that the firm can address and which would then be the basis
for a written plan. A written plan need not be complex for small firms. For example, for some firms the written
plan might be comprised of a description of the subjects to be covered, the manner in which training will be
conducted, and a simple schedule for delivery of the training throughout the year.

2. Q. What is reasonable to expect from small firms year to year?

A. Every firm must conduct an annual Needs Analysis and prepare a written training plan. However, small
firms without material changes in personnel, operations, or product lines from the previous year generally will
not need to make substantial revisions to their written plans. If there are no material changes in a firm's size,
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organizational structure, scope of business, or regulatory environment, a simple update of the previous year's
Needs Analysis and written training plan usually is adequate.

The Needs Analysis And Written Training Plan

3. Q. How should a small firm do the Needs Analysis?

A. For a small firm a Needs Analysis should briefly describe the firm's products and services and the
background and industry experience of its covered persons. It should address only firm-specific issues
relevant to the type of business the firm conducts or plans to conduct, changes in industry regulations related
to its business, regulatory or customer complaint issues, and relevant training topics identified from the Firm

Element Advisory. 1 

4. Q. Must a firm utilize a questionnaire from its covered persons as part of its Needs Analysis?

A. Questionnaires from covered persons are not required, although they are one way in which a Needs
Analysis can be conducted. Questionnaires can be beneficial for covered persons to inform the firm about
desired education needs. In firms where covered persons are experienced and already knowledgeable
about the products and services they offer clients, an alternative approach might be for firm management to
prescribe any training it deems appropriate and necessary.

5.Q. What period of time must the Needs Analysis and written training plan cover?

A. Because the training plan must cover training to be conducted during the following calendar or fiscal year,
a current Needs Analysis and written plan should be available for regulatory inspection before the end of each
year.

6.Q. Does the Needs Analysis require specific review of training needs for principals or supervisors?

A. Yes. Firms are required to specifically address training needs of supervisors in the annual Needs Analysis
and training plan. Firm Element training for supervisors would typically include a review of the firm's internal
supervisory policies, the effective use of internal monitoring or supervisory systems, and the sources of
information or assistance to supervisors available within the firm. Generally, smaller specialty product firms
can target supervisor training to select areas.

7.Q. What should the small firm's written training plan say about training for supervisors?

A. The written training plan should briefly describe the training activities (i.e., subjects, methods of delivery,
and training) for the upcoming year which are reasonable in relation to the firm's size, resources, and product
lines. For very small firms that have only one or two supervisory individuals, the training may comprise
having documented discussions about new rules and regulations or current supervisory issues the firm is
experiencing.

8.Q. What is the Firm Element Advisory and how should a small firm use it?

A. The Firm Element Advisory provides an annual listing of significant topics that the Council identifies from
its review of industry performance on the Regulatory Element and regulatory advisories issued by industry
regulators. Firms should use the Firm Element Advisory to identify training topics relevant to their business.
It is important to remember that firms should also address remedial training topics prompted by customer
complaints and regulatory examination findings if applicable.

Training And Training Materials

9.Q. When must training begin each year?

A. There is no single date on which training must begin. Training dates are determined by the firm and
incorporated into the training plan. Firms with limited products or small numbers of covered persons might
find it appropriate and sufficient to conduct training on only one or two occasions during the year. The primary
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responsibility that firms have is to ensure that training is relevant to identified needs and that it is adequate to
convey the desired information.

10.Q. Is there a minimum or maximum number of hours of continuing education that each covered
person must take in the Firm Element?

A. No. Each firm determines the required number of hours prescribed for the Firm Element.

11.Q. What type of Firm Element training is suitable for a newly hired experienced person from
another firm?

A. The answer depends on the individual's experience, anticipated areas of business, and prior training
(including continuing education). In some cases, orientation training to familiarize the new hire with the firm's
policies, procedures, and product line may be sufficient training for the year of hire.

12.Q. Can the annual compliance meeting required under Rule 3010(a)(7) of the NASD Conduct Rules
be considered the firm's Firm Element training?

A. Firms can leverage the annual compliance meeting to deliver Firm Element training. Firm Element training
should not however, be limited to compliance topics if there are identifiable training needs related to products
and services offered by the firm.

13.Q. May continuing education for insurance licenses or training taken in conjunction with
professional designation programs such as the Certified Financial Planner Program satisfy Firm
Element requirements?

A. Yes, but only the components of other continuing education requirements or accreditation programs
dealing with securities may be used for Firm Element training.

For example, if the covered person is insurance licensed, the firm offers insurance training related to
investment-related insurance products such as variable annuities or variable life, and the Needs Analysis
identified such topics as appropriate, then that training would be appropriate for meeting part of Firm Element
requirements. Further, for individuals participating in training connected with obtaining or maintaining a
professional designation program, if a firm determines that the material adequately covers subjects planned
for its own Firm Element, such as ethics, training can be used.

14.Q. Can NASD Institute coursework be used to fulfill Firm Element requirements?

A. Yes. When they relate to products, services, and strategies offered by the firm, NASD Institute courses
may be included as part of the Firm Element. For more information about the Institute, as well as the overall
NASD Institute-Wharton Certificate Program, visit the NASD Institute Web Pages at http://www.nasd.com/
nipd_index.htm.

15.Q. May firms use training materials or presentations provided by outside entities such as
regulators, industry trade and professional associations, clearing firms, product manufacturers, and
commercial training vendors?

A. Training materials and presentations available from sources outside the firm may be good training
vehicles. The key is to ensure that the program/material must be appropriate for the business of the firm, and
the firm should be able to demonstrate that the training relates to products, services, and strategies offered by
the firm.

16.Q. Will SROs or the Council pre-approve training materials and/or programs developed by
members or providers?

A. No. Neither the SROs nor the Council will pre-approve training materials or training programs.

Other Important Information

17.Q. Who is required to participate in the Firm Element?
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A The Firm Element requirements apply to all covered persons, defined as all registered persons who deal
with customers and the immediate supervisors of these persons.

18.Q. Are branch managers and supervisors/principals covered persons within the Firm Element?

A. Yes, if they directly supervise registered covered persons. If a branch manager or supervisor/principal also
has customer accounts, then his or her immediate supervisor is a covered person as well.

19.Q. Can anyone be grandfathered or exempt from the Firm Element?

A. No covered person is grandfathered or exempt from the Firm Element.

20.Q. Are registered research analysts covered persons within the Firm Element?

A. Yes, if they participate in sales-oriented presentations to customers.

21.Q. Are registered sales assistants covered persons within the Firm Element?

A. Yes, if their activities involve the conduct of a securities business in a sales context. The fact that the firm
has decided to register a sales assistant suggests there is likely to be customer contact in the context of
conducting a securities business.

22.Q. If a firm prescribes that a particular covered person take part in the Firm Element training, must
the covered person do so?

A. Yes, SRO rules require covered persons to participate in training as prescribed by their firms. Failure to
do so could result in disciplinary action against the registered person by his or her firm or by a regulatory
authority.

23.Q. What records are needed to document Needs Analyses, training plans, program content, and
registered person participation for regulatory examinations?

A. The conclusions reached in the annual Needs Analysis, and written training plans and other
documentation (e.g., training results and/or attendance records) must be retained for regulatory examination
during routine SRO examinations or upon request. Various methods of recordkeeping are acceptable so long
as they demonstrate the material covered, with whom, by whom, and when. For example, the actual copies
of written or audio-visual materials used might be retained. When training involves classroom sessions,
conference calls, or presentations, an outline or summary could be retained as documentation of the training.
When written materials are disseminated such as internal memoranda, compliance alerts, regulatory bulletins,
etc., which must be read as part of Firm Element training, having the participant initial and retain a copy
could be an acceptable method for demonstrating completion. SEC Rule 17a-4 requires that the records be
maintained for at least three years, the first two years in an easily accessible place.

COUNCIL MEMBERS

Members of the Securities Industry/Regulatory Council on Continuing Education and Liaison
Staff from the SEC and NASAA

Jeffery Adams

Senior Vice President & Regional Sales Manager

Morgan Stanley Dean Witter

Mary B Bender

Senior Vice President, Division of Regulatory Services

Chicago Board Options Exchange

Cheryl Cook-Schneider

General Partner, Compliance
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Edward Jones

Susan Cravens

Senior Investment Consultant

Banc One Securities Corporation

John L. Dixon

President & CEO

Mutual Service Corporation

Ruth C. Hannenberg

Chief Administrative Officer

Mesirow Financial, Inc.

Walter K Smith

Director of Examination

Philadelphia Stock Exchange

Susan Hechtlinger

Senior Vice President and Director of Compliance

Banc of America Investment Services, Inc.

Edward Hill

Senior Vice President, Compliance (Retired)

MONY Securities Corp.

Frank J. McAuliffe

Vice President, Testing & Continuing Education Vice

NASD Regulation, Inc.

Sarah McCafferty

Vice President Investment Services & Associate General Counsel

T. Rowe Price Investment Services, Inc.

Claire McGrath

Vice President and Special Counsel

American Stock Exchange

Mary N. Owen

Director, Compliance
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Footnotes

1  NYSE Information Memo 99-45, October 7, 1999, NASD Notice To Members 99-78, September 1999
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Market Surveillance

 TO: ALL MEMBERS, MEMBER ORGANIZATIONS AND CHIEF OPERATING OFFICERS

SUBJECT: RULE 103A AMENDMENTS: SPECIALIST STOCK REALLOCATION

The Securities and Exchange Commission has approved amendments to Rule 103A (Specialist Stock
Reallocation) to codify the Market Performance Committee's (“MPC” or the “Committee”) authority with
respect to allocation freezes, stock assignments and reassignments, specialist unit organizational changes
and Floor member qualification and continuing education requirements. The amendments promote increased
specialist performance and create mandatory and regular training for all floor members.

Floor Member Qualification and Continuing Education

Rule 103A is amended to make mandatory (i) participation by proposed Floor members in an Exchange-
sponsored educational program before such individuals would be permitted to act as members on the Floor;
and (ii) participation by all Floor members in an Exchange-sponsored educational program, which would be
conducted semi-annually, and at such other times as may be appropriate, in connection with any particular
matter or matters. Amended Rule 103A also requires Floor members to participate in any testing programs
the Exchange may introduce from time to time in connection with the mandatory education program.

With respect to the Continuing Member Education Program, memoranda will be circulated on the Floor from
time to time which will advise as to the topics to be discussed and where the Program will be held. Currently,
members are scheduled to attend sessions on specific dates according to their last names in alpha order.
Attendance at both the morning and afternoon sessions is required. Members who cannot attend on the
specified date must notify Market Surveillance via the White Phone and re-schedule their sessions. Failure
to attend continuing education sessions will result in denial of access to the Trading Floor until the member
satisfies the educational requirement.

Allocation Freezes

Currently, Rule 103A provides authority for the MPC to conduct performance improvement actions where
a specialist unit does not meet the performance standards in the Rule. The purpose of a performance
improvement action is to provide assistance and guidance to specialist units to enable them to enhance their
performance. When a performance improvement action is initiated, a specialist unit is required to submit to
the MPC a performance improvement plan addressing how it intends to improve its performance. Based
on the Committee's review of a performance improvement plan, the MPC has the authority to preclude a
specialist unit subject to a performance improvement action from applying to be allocated any newly-listing
company (an “allocation freeze”) if the MPC believes such action is appropriate.

In certain instances, the Committee will decide that, based on review of specialist performance, a unit's
performance is not as strong, in relative terms, as that of other units, even though the unit's performance
meets the Rule 103A performance standards. This may occur, for example, when a specialist unit's scores on
the quarterly Specialist Performance Evaluation Questionnaire meet Rule 103A performance standards, but
the unit, relative to other units, may have somewhat lower scores over a period of several quarters, resulting
in persistent lower tier rankings. In these instances, the Exchange believes the Committee should have the
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ability to provide an incentive to the specialist unit to improve performance. To accomplish this, Rule 103A
is amended to provide authority for the Committee to initiate an allocation freeze for a unit without initiating a
formal performance improvement action. The Exchange believes that giving the MPC this authority to impose
an allocation freeze provides the means to incent improved specialist performance in appropriate instances.

Receipt of New Listings During an Allocation Freeze

Under the Exchange's Allocation Policy and Procedures (the “Allocation Policy”) a newly listing company
that is related to an already listed company may choose to stay with the current specialist for the listed
company, or choose to go to allocation. If the newly listing company decides to choose its specialist from
among a group of specialist units chosen by the Allocation Committee (Option 2), it has the ability to exclude
or include the current specialist for the related company in such a group. The newly listed company's ability to
choose its specialist unit is an important feature of the Allocation Policy. Recognizing this, the Exchange has
amended Rule 103A to honor that choice even if the unit is under an MPC imposed allocation freeze.

Stock Assignments and Reassignments and Organizational Changes of Specialist Units

Rule 103A is also amended to codify the Committee's authority with respect to approving stock assignments
and reassignments, assignments in special stock situations, and organizational changes to specialist units.
Such situations typically involve (i) changes in a specialist unit's organizational structure impacting control of
the specialist unit, such as split-ups and mergers; (ii) withdrawal of individual specialists from one specialist
unit, where the specialists propose to register with another unit and transfer certain securities to such other
unit; and (iii) assignments of newly-listed securities to a specialist unit already registered in a security with a
relationship to the newly-listed securities (e.g., a corporate restructuring of a listed company; stocks involved
in mergers of listed companies; immediate relisting of a listed company that delisted for technical reasons). In
all such situations, the MPC will review the proposal, and approve such matter if the Committee believes that
market quality in the securities subject to the proposal will not be eroded.

Amended Rule 103A is attached as Exhibit A. Questions concerning floor member education matters may be
directed to Carol Krusik at (212) 656-4597. Questions concerning other amendments to Rule 103A may be
directed to Brian McNamara at (212) 656-7086 or Donald Siemer at (212) 656-6940.

Edward A. Kwalwasser

Group Executive Vice President

Regulation

EXHIBIT A

Additions underscored.

Rule 103A. Specialist Stock Reallocation and Member Education and Performance

(a)

(1) In order to ensure that a high level of market quality and performance in Exchange listed securities is
achieved and maintained, the Market Performance Committee, under the authority granted in its Charter,
shall develop and administer systems and procedures, including the determination of specific kinds of data to
be reviewed and the establishment of appropriate standards and measurements of performance, designed
to measure specialist performance and market quality on a periodic basis to determine whether or not all or
particular specialist units need to take actions to improve their performance. Based on such determinations,
the Market Performance Committee shall take steps as described in this rule, to encourage performance
improvement and to improve or sustain market quality in appropriate cases.
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(2) Specialist Stock Assignments. - The Market Performance Committee shall be authorized, under
authority granted in its Charter, to review and approve stock assignments and reassignments, assignments in
special stock situations and organizational changes of specialist units.

(3) Floor Members - The Market Performance Committee shall, under the authority granted in its Charter,
develop procedures and standards for qualification and performance of members active on the Floor of the
Exchange. All proposed Floor members must complete such educational program as may be prescribed
by the Exchange before they will be permitted to act as a member on the Floor of the exchange. All Floor
members must participate in the Exchange's mandatory Floor member education program, which shall be
conducted regularly on a semi-annual basis, and at such other times as may be necessary in connection
with any particular matter or matters. All Floor members must participate in and complete such software
applications and testing programs with respect to the mandatory education program as the Exchange may
introduce from time to time. Any Floor member who fails to attend an educational meeting which such
member was scheduled to attend must attend a make-up meeting no later than 120 days from the date of
such originally scheduled meeting. Failure to do so will result in the member being precluded from entering
on the trading Floor until such time as the member satisfies the requirement to participate in the educational
program.

(4) In carrying out its responsibilities with respect to the provisions of (a)(1), the Market Performance
Committee shall be authorized, under authority granted in its Charter, to impose an allocation freeze with
respect to a specialist unit when in the judgement of the Market Performance Committee the unit needs to
take action to improve its performance. Such allocation freeze shall not, however, supersede any provision of
the Exchange's Allocation Policy which permits, under specified circumstances, a listing company to select a
particular specialist unit, or request the inclusion of a particular specialist unit among a group of units selected
by the Allocation Committee, with the listing company then making its determination as to which unit shall be
registered as specialist in its stock. Such allocation freeze shall also not preclude the assignment of a stock to
a particular specialist unit by the Market Performance Committee or the Exchange staff when a newly-listed
stock is related to a stock already traded by that unit.

******

(b) through end - no change

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Member Firm Regulation

 ATTENTION: MANAGING PARTNER, CHIEF EXECUTIVE OFFICER, CHIEF FINANCIAL OFFICER AND
CHIEF OPERATIONS OFFICER

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: THE NYSE DECIMALIZATION PREPAREDNESS SURVEY - RESPONSE IS REQUIRED

The NYSE, the Securities and Exchange Commission and the NASD have developed the attached
Decimalization Preparedness Survey (Exhibit A) in order to assess the industry's preparedness for
decimal pricing. The NYSE is requesting that the survey be completed by all member organizations that deal
with the public (carrying and introducing organizations) as well as specialist organizations. Your responses
are based on your preparedness as of June 30, 2000. The survey template will be available on the Electronic
Filing Platform (“EFP”) site on July 21, 2000 and your organization will be required to submit a response
by July 28, 2000. Do not submit the enclosed paper copy of the survey, it is to be used only as a
“reference copy” for the information being requested. Data to support your responses must be kept
in a readily accessible place for review by the examination staff.

In order to register the “EFP Survey Filer(s)”, please complete the attached EFP Survey Filer(s) Information
Sheet (see Exhibit B) and return it to Phyllis L. Yermanock, BDOFR, New York Stock Exchange, Inc., 20
Broad Street, 23rd Floor, New York, NY 10005 or fax it to 212-656-2854 by June 19, 2000. Subsequently, our
EFP staff will contact your EFP Survey Filer(s) and provide further instructions for filing the Decimalization
Survey.

If you have any questions or comments regarding this Information Memo, please contact your Finance
Coordinator.

Salvatore Pallante

Senior Vice President

Exhibit A

                               

DECIMALIZATION PREPAREDNESS SURVEY

Date:    
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As of Date:        June 30, 2000

  

Name of Firm:       

                                                                               

  SEC File No: 8-       

                                    

Contact:          

                                

 

Signature:      

                          

Phone:    

                          

Fax:  
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Expected

                                                                                         
                                                    

Date of

                                                                                         
                                  

%                Completion

                                                                                         
    Yes     No                

Completed           (mm/dd/yyyy)

1.    Do you have a complete written decimal implementation plan to ensure

      that the firm's computer systems will be able to quote, trade, store,

      display, and print post trade data in decimals?

                                                                                         
     []      []                 

                     

        

2.    Has the Decimal Plan been approved or reviewed by (check all that
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      apply)

                                                                                         
                                                  

            

      •    Board of Directors/Equivalent Body                                            
     []      []                                     

    

      •    Executive Management                                                          
     []      []                                     

    

      •    Chief Information Officer                                                     
     []      []                                     

    

      •    Third Party Consultant                                                        
     []      []                                     

    

      •    Internal Auditors                                                             
     []      []                                     

    

      •    External Auditors                                                             
     []      []                                     
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      •    Other: 

                                                                            []      []   
                                  

         

3.    Can your systems handle decimal pricing for equity securities?                     
    Yes     No    N/A

      •    Currently                                                                     
     []      []      []          

            

        

      •    A pilot for a limited number of listed securities traded on Listed            
     []      []      []          

            

        

           and OTC market

      •    Decimal Trading for listed and fractions for OTC                              
     []      []      []          
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4.    Have you identified all internal systems affected by decimalization in the

      following categories?

      •    Order Entry and Trade Processing                                              
     []      []      []          

            

         

      •    Market Data and Quote Services                                                
     []      []      []          

            

         

      •    Post Trade and Operations                                                     
     []      []      []          

            

         

      •    Other Books and Records*                                                      
     []      []      []            
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5.    Have you remediated all internal systems affected by decimalization in

      the following categories?

      (a) 

Decimal Formatting

      •    Order Entry and Trade Processing                                              
     []      []      []          

             

        

      •    Market Data and Quote Services                                                
     []      []      []          

             

        

      •    Post Trade and Operations                                                     
     []      []      []          

             

        

      •    Other Books and Records*                                                      
     []      []      []          

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

176

http://researchhelp.cch.com/License_Agreement.htm


                

       

      (b) 

System Processing Capacity

      •    Order Entry and Trade Processing                                              
     []      []      []          

              

       

      •    Market Data and Quote Services                                                
     []      []      []          

              

       

      •    Post Trade and Operations                                                     
     []      []      []          

              

       

      •    Other Books and Records*                                                      
     []      []      []         

                 

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

177

http://researchhelp.cch.com/License_Agreement.htm


       

6.    Have you tested all internal systems affected by decimalization in the             
                                                   

Expected

      following categories?                                                              
                                                    

Date of

                                                                                         
                                  

%                Completion

                                                                                         
    

Yes     No    N/A         Completed           (mm/dd/yyyy)

      (a) 

Decimal Formatting

      •    Order Entry and Trade Processing                                              
     []      []      []          
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      •    Market Data and Quote Services                                                
     []      []      []          

             

        

      •    Post Trade and Operations                                                     
     []      []      []          

             

        

      •    Other Books and Records*                                                      
     []      []      []          

               

        

      (b) 

System Processing Capacity

      •    Order Entry and Trade Processing                                              
     []      []      []          

             

       

      •    Market Data and Quote Services                                                
     []      []      []          
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      •    Post Trade and Operations                                                     
     []      []      []          

             

       

      •    Other Books and Records*                                                      
     []      []      []          

               

       

                                                                                         
                              

                    

        

7.    Have you determined whether other broker-dealers who provide you

      with data, records, and services essential to the operation of your

      business are ready for decimalization in the following categories?

      (a) 
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Decimal Formatting

      •    Order Entry and Trade Processing                                              
     []      []      []          

              

       

      •    Market Data and Quote Services                                                
     []      []      []          

              

       

      •    Post Trade and Operations                                                     
     []      []      []          

              

       

      •    Other Books and Records*                                                      
     []      []      []          

                

       

      (b) 
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System Processing Capacity

      •    Order Entry and Trade Processing                                              
     []      []      []          

              

        

      •    Market Data and Quote Services                                                
     []      []      []          

              

        

      •    Post Trade and Operations                                                     
     []      []      []          

              

        

      •    Other Books and Records*                                                      
     []      []      []            

              

        

8.    (a) What do you anticipate being the needed increased capacity for a               
       Mainframe/Server              Internal Network
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      minimum price variation (MPV) at a penny for:                                      
      Processing Capacity           Processing Capacity

      •    Order Entry and Trade Processing                                              
     

         %                   

         %

      •    Market Data and Quote Services                                                
     

         %                   

         %

                                                                                         
                                                   

Expected

                                                                                         
                                                    

Date of

                                                                                         
                                  

%                Completion
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Yes     No    N/A         Completed           (mm/dd/yyyy)

      (b) Have you determined the impact of increased volume from decimal

      pricing on date lines?                                                             
     []      []      []

      (c) Have you stress tested these lines?                                            
     []      []      []          

                    

         

9.    (a) Have you assessed the record keeping capacity requirements for the

      move to decimalization?                                                            
     []      []      []          

                    

         

      (b) Do you have record keeping capacity to support the move to

      decimalization in the following environments:

      •    Nickel Minimum Price Variation                                                
     []      []      []          
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      •    Penny Minimum Price Variation                                                 
     []      []      []          

           

         

      •    Accommodate Up to 4 Decimal Places For Average Pricing                        
     []      []      []          

           

         

10.   Have you determined whether the following third-party

                                                                                         
                                                   

Expected

      vendors are Prepared for decimalization?                                           
                                                    

Date of

                                                                                         
                                  

%                Completion
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Yes     No    N/A         Completed           (mm/dd/yyyy)

      •    Pricing Services                                                              
     []      []      []          

           

         

      •    Service Bureaus                                                               
     []      []      []          

           

         

      •    Other Vendors                                                                 
     []      []      []          

           

         

11.   Have you completed point-to-point testing with the following markets

      and utilities?

      •    NYSE                                                                          
     []      []      []          
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      •    NASDAQ                                                                        
     []      []      []          

           

         

      •    CBOE                                                                          
     []      []      []          

           

         

      •    AMEX                                                                          
     []      []      []          

           

         

      •    Other Exchanges                                                               
     []      []      []          

           

         

      •    Market Data Vendors                                                           
     []      []      []          
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      •    Financial Utilities                                                           
     []      []      []          

           

         

      •    Service Bureaus                                                               
     []      []      []          

           

         

12.   (a) Have you or will you be participating in industry wide extended                
    

Yes     No

      point-to-point testing?                                                            
     []      []

      (b) If yes, when?                             

April 8            May 13              June 10             Aug 12                     
 Other Date

                                                      []                  []             
     []                   []                           []
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13.   (a) Have you notified your customers in writing of the pending

      changes to decimals:

      If no, when do you anticipate doing so? 

                                               

Yes     No

      And how?

                                                                                []     
 []

14.   Have you notified your institutional customers in writing, of the need to

      remediate their systems (including order entry) to accommodate the

      move to decimals?

                                                                                         
    

Yes     No

                                                                                         
     []      []

      If no, how are they being notified?
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15.   Comments

                                                                                 

      

                                                                                         

      

                                                                                         

Exhibit B

                                                                                         
                                             

EFP Survey Filer Information Sheet

Firm Name:      

                                                                 

I. EFP Personnel: Please enter information for employees designated as EFP Survey filers.

              

Employee                     Employee                    Employee                   
 Employee                  First-Time
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Name                     Phone Number                Phone Number                   Title
                   Access Code\1/

\1./ 

First-Time Access Code: Please provide a 10-character (numbers and/or letters) access
 code for each employee. This code is used by the

employee when first accessing the EFP website. This code should be treated as private
 information, shared only between the employee and the individual

submitting this form.

II. Technical Contacts: Individuals responsible for maintaining the desktop environment
 and Internet access for the above employees.

                 

Employee               Employee               Employee                Area of

                   

Name               Phone Number           Phone Number           Responsibility

III. Indicate if your organization can meet the following technical requirements for user
 workstations. (circle one)

Windows 95, Windows 98, or Windows NT 4.0 operating system                               
             YES                  NO

166 MHz Pentium processor or faster                                                      
             YES                  NO

At least 20 Mb of available space on the c, d, or e partition of a local hard disk       
             YES                  NO

At least 32 Mb of RAM                                                                    
             YES                  NO
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Internet Explorer version 4.01 (or later), or Netscape version 4.5 (or later)            
             YES                  NO

Internet access, with a minimum connection speed of 28.8 kbs                             
             YES                  NO

Does the Internet connection go through a proxying firewall?                             
             YES                  NO

Do the users on Windows NT 4.0 machines have ‘administrator rights’?                     
             YES                  NO

Please 

fax or 

mail completed information sheets to:             Phyllis L. Yermanock            Mailing
 Address

                                                                FAX: 212-656-5453        
       New York Stock Exchange, Inc.

                                                                Phone: 212- 656-2854     
       BDOFR

(Do 

NOT e-mail this information)                                                             
   20 Broad Street, 23rd Floor

                                                                                         
       New York, New York 10005

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 00-11

Click to open document in a browser

May 11, 2000

  

Member Firm Regulation

 ATTENTION: CHIEF EXECUTIVE OFFICER, REGISTRATION, GENERAL COUNSEL AND DIRECTOR
OF COMPLIANCE

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: LIST OF INFORMATION MEMOS ISSUED IN 1999 AND TOPICAL INDEX TO ALL
INFORMATION MEMOS (1976-1999)

A list of Information Memos issued in 1999 and an updated Index to all Information Memos (1976-1999)
referenced by subject are attached for your convenience. Please file in appropriate Information Memo binder
for easy reference.

Salvatore Pallante

Senior Vice President

Attachments

                               

1999 INFORMATION MEMOS

IM #        DATE        DESCRIPTION

99-1        1/6/99      Amendments to 

Rule 412 (“Customer Account Transfer Contracts”) and Related Interpretation

99-2        1/8/99      Special Stock List (Imbalance Publication) for January 15, 1999,
 Expiration Friday

99-3        1/11/99     Amendments to 

NYSE Rules 347 and 
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600 Relating to Arbitration of Employment Discrimination Disputes

99-4        1/20/99     Mandatory Participation in Year 2000 Testing

99-5        1/25/99     Trading Assistant Training and Qualification Examination
 Requirements

99-6        2/9/99      Year 2000 Testing of Regulatory Data (CPU to CPU Transmissions)

99-7        2/12/99     Special Stock List (Imbalance Publication) for February 19, 1999,
 Expiration Friday

99-8        2/12/99     Amendments to 

Rule 80A

99-9        2/19/99     SEC Requirements for 

Form BD/Y2K Filings due April 30, 1999

99-10       2/23/99     Delay in Effectiveness of Amendments to 

Rule 412 (“Customer Account Transfer Contracts”) and Related Interpretation

99-11       2/23/99     Dissemination of Tender Offer Materials

99-12       2/24/99     Administration of the Trading Assistant Qualification Examination
 (Series 25)

99-13       2/26/99     Amendments to Percentage Order Rules

99-14       3/4/99      Effectiveness of Amendments to 
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Rule 412 (“Customer Account Transfer Contracts”) and Related Interpretation

99-15       3/12/99     New Examination Program for Floor Members, and Books and Records
 Requirements

99-16       3/12/99     Special Stock List (Imbalance Publication) for March 19, 1999,
 Expiration Friday

99-17       4/1/99      New 

Rule 80A Collars and 

Rule 80B Circuit Breaker Levels for the Second Quarter 1999

99-18       4/9/99      Special Stock List (Imbalance Publication) for April 16, 1999,
 Expiration Friday

99-19       4/9/99      Year 2000 Update - Written Response Required

99-20       4/27/99     Floor Employees: Registration; Termination; Dual Employment and
 Compensation

99-21       4/27/99     Agreements Covering Proprietary Accounts of Introducing Brokers
 (“PAIB”) Held By Clearing Brokers

99-22       5/12/99     Revised - Focus Filing Due Dates (Effective May 1999 Focus
 Filing)

99-23       5/13/99     Implementation of Securities Exchange Act Regulation ATS, 

Forms ATS, 

ATS-R and New Additions to 
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Rules 17a-3, 

17a-4

99-24       5/14/99     Special Stock List (Imbalance Publication) for May 21, 1999,
 Expiration Friday

99-25       5/14/99     Amendments to 

Rule 387 (“COD Orders”)

99-26       5/28/99     Proprietary Accounts of Introducing Broker-Dealers (PAIB) Reserve
 Computation

99-27       6/4/99      SEC Voluntary Filing of 

Form BD-Y2K Due July 30, 1999

99-28       6/11/99     Special Stock List (Imbalance Publication) for June 18, 1999,
 Expiration Friday

99-29       6/22/99     Amendments to 

Rule 115

99-30       6/23/99     Web CRDSM - Upcoming System Transition Period

99-31       6/23/99     New CRD System - Web CRDSM

99-32       6/23/99     

Rule 351(d) - Customer Complaint Statistics Reporting
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99-33       7/1/99      Adoption of Amendments to 

Rule 382 (“Carrying Agreements”)

99-34       7/1/99      New 

Rule 80A Collars and 

Rule 80B Circuit Breaker Levels for the Third Quarter 1999

99-35       7/8/99      Millennium Questionnaire Notice - Response is Required

99-36       7/9/99      Special Stock List (Imbalance Publication) for July 16, 1999,
 Expiration Friday

99-37       7/19/99     Revised Expiration Day Opening Procedures and Revised Market-On-
Close/Limit-At-The-Close Policy

99-38       7/30/99     Front End Systemic Capture

99-39       8/16/99     New Qualification Examination For The Front Line Specialist Clerk
 (Series 21)

99-40       8/18/99     Submission of Prior Experience Requirement Materials for
 Supervisory Analyst Examination (Series 16) Candidates

99-41       9/15/99     Revised -

Information Memo 99-32

99-42       9/17/99     Release of SEC/NYSE/NASDR Joint Statement on Broker-Dealer Risk
 Management Practices
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99-43       9/22/99     Securities Industry Millennium Questionnaires

99-44       10/1/99     New 

Rule 80A Collars and 

Rule 80B Circuit Breaker Levels for the Fourth Quarter 1999

99-45       10/7/99     Continuing Education Firm Element Advisory

99-46       11/10/99    Y2K Update and Instructions

99-47       11/12/99    Adoption of New 

Rule 440I (“Records of Compensation Arrangements - Floor Brokerage”)

99-48       11/12/99    Administration of the Front Line Specialist Clerk Qualification
 Examination (Series 21)

99-49       11/12/99    Administration of the Front Line Specialist Clerk Qualification
 Examination (Series 21) (Published in Error)

99-50       11/18/99    Year End Customer and PAIB Reserve Formula Computations

99-51       11/22/99    Revised Market On-Close/Limit-On-Close Procedures

99-52       12/9/99     Floor Official Approval for Non-Regular Way Trades

99-53       12/9/99     Exchange Guidelines on Gifts and Gratuities

99-54       12/9/99     Amendments to 
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Rule 382 (“Carrying Agreements”)

99-55       12/20/99    Elimination of the Series 7B Examination

99-56       12/21/99    Tax Switching Transactions

99-57       12/27/99    Confidential Treatment of Millennium Transition Questionnaire

99-58       12/27/99    December Focus Report Balances/Customer and PAIB Reserve Formula
 Computations

99-59       12/31/99    Amendments To 

Rule 431 (“Margin Requirements”) Regarding Options

                                                      

INFORMATION MEMO INDEX

                                                            

1976 -1999

ABC Agreements (Rule 301)

              Transfer of Membership                                                     
                              78-93

Abandoned Property

              Reports to N.Y. State                                                      
                              76-8
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              Requirements                                                               
                              78-14

Acceptability Proceedings

              

Rule 308 Adopted                                                                         
                76-40

              Amendments                                                                 
                              92-6

Account Statements

              Interpretation to 

Rule 409                                                                              
 97-56

Addresses of Members

              Amendments to 

Rule 341                                                                                 
  80-60

Adler Coleman Clearing Corp - SIPC Liquidation                                           
                              95-10

Advertising (Rule 472)

              Rescission of 
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Rules 471 and 

473                                                                          77-9

              In Quotation Sheets                                                        
                              78-8

              Voluntary Submission Fee                                                   
                              78-26

              Pre-review of Advertising                                                  
                              80-26

              Options Communications                                                     
                              80-16, 80-27

              Solicitation of Customer Testimonial                                       
                              81-37

              Amendments to 

Rules 472, 

474A and 

474B                                                                   84-2

Allied Membership (Rule 304)

              Changes                                                                    
                              78-68

              Examination Scheduling                                                     
                              80-44
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              Changes in Examination                                                     
                              80-63

              Examination Rescission - New Procedures                                    
                              86-3

Allocation of Exercise Assignment Notices (Rule 781)                                     
                              80-27

Allocation Policy and Procedures                                                         
                              94-51, 95-33, 97-13, 97-39, 98-6

Altman, Brenner & Wasserman, Inc.                                                        
                              90-42

Amendments, Rescissions or Adoptions of NYSE Rules

(See also Specific Rule Headings and Page 34 for Further Information on certain Rules)

              

Rule 2 - Definition of “Member”                                                          
                76-43

              

Rule 3 - Definition of “Security”                                                        
                77-14

              

Rule 10 - Definition of “Registered Representative”                                      
                88-3
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Rule 13 - Definition of “Orders”                                                         
                77-24, 87-21, 99-13

              

Rule 15A - ITS “Trade-Thoughts” and “Locked Markets”                                     
                81-30, 85-19, 89-58

              

Rule 27 - Regulatory Cooperation                                                         
                96-25

              

Rule 35 - Floor Employees to be Registered                                               
                94-17, 99-5, 99-48, 99-49

              

Rule 54 - Dealings on Floor-Persons                                                      
                77-50

              

Rule 60 - Dissemination of Quotations                                                    
                78-48

              

Rule 62 - Variations                                                                     
                97-33

              

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

203

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE13/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE15A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE27/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE35/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE54/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE60/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE62/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


Rule 64 - Trade Settlement Periods                                                       
                94-36, 99-62

              

Rule 72 - Priority of Agency Cross Transactions                                          
                92-28

              

Rule 79A - Floor Official Approval/2 points/Last Sale                                    
                94-35, 97-51

              

Rule 80A - Limitations on Trading During Significant Market Declines                     
                88-12, 90-33, 92-1, 92-4, 92-7, 92-11, 92-14,

                                                                                         
                              92-17, 92-20, 92-22, 92-23, 92-24, 92-27, 92-31,

                                                                                         
                              92-40, 99-8, 99-17, 99-34

              

Rule 80B - Circuit Breakers                                                              
                96-23, 97-7, 98-5, 98-15, 98-21, 98-33, 98-45,

                                                                                         
                              99-17
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Rule 85 - Cabinet Securities                                                             
                76-43

              

Rule 90 - Dealings by Members on Exchange                                                
                79-9

              

Rule 91 - Taking or Supplying Securities Name in Order                                   
                76-43, 81-26

              

Rule 91 - Limitations on Members' Trading Because of Customers' Orders                   
                76-43

              

Rule 95 - Intra-Day Trading                                                              
                94-44, 97-33

              

Rule 96 - Limitations on Members' Trading Because of Options                             
                76-43, 94-37

              

Rule 97 - Limitations on Members' Trading Because of Block Positioning                   
                76-5, 98-31

                         Easing Restrictions on Block Positioning Firms                  
                              84-23
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Rule 98 - Restrictions on Approved Persons Associated With Specialist                    
                76-43, 87-1, 87-41, 95-13

              

Rule 99 - Round-Lot Transactions of Odd-Lot Dealer and Broker                            
                76-43

              

Rule 102 - Options of Odd-Lot Dealers                                                    
                76-43

              

Rule 103A - Specialist Stock Reallocation                                                
                79-38, 83-9, 90-32, 91-11

              

Rule 103C - Listed Company Relations                                                     
                95-40

              

Rule 104 - Dealings by Specialists                                                       
                76-43, 77-52, 88-15, 91-35, 95-13, 97-47

              

Rule 105 - Specialists' Interest in Pools and Options                                    
                76-43

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

206

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE98/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE99/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE102/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE103A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE103C/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE104/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE105/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


              

Rule 106 - Specialists' Contact with Listed Companies and Member Organization            
                89-56

              

Rule 107 - Registered Competitive Market-Makers                                          
                79-45, 79-65, 82-51, 94-50

              

Rule 108 - Limitation on Members Bids and Offers                                         
                79-9

              

Rule 110 - Competitive Traders                                                           
                94-50

              

Rule 111 - Competitive Traders                                                           
                94-50

              

Rule 112 - Restrictions on Registered Traders                                            
                76-43, 79-9, 91-45

              

Rule 113 - Specialists' Public Customers                                                 
                76-43, 93-55
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Rule 114 - Minimum Size of a Specialist Unit                                             
                77-52

              

Rule 115 - Disclosure of Specialists' Orders Prohibited                                  
                99-29

              

Rule 115A - Orders at Opening or in Unusual Situations                                   
                80-50

              

Rule 116 - Restrictions on Stopping Stock                                                
                91-12

              

Rule 118 - Orders to be Reduced and Increased on Ex-date                                 
                97-33

              

Rule 121 - Records of Specialists                                                        
                89-55

              

Rule 123 - Records of Orders                                                             
                89-5
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Rule 123A - Miscellaneous Requirements                                                   
                77-24, 80-17, 87-21, 99-13

              

Rule 127 - Block Positioning                                                             
                76-5, 95-19, 97-33

              

Rule 132 - Audit Trail & Locked-in Comparison                                            
                94-27

              

Rule 134 - Differences and Omission-Cleared Transactions                                 
                78-60, 86-34

              

Rule 134A - Procedures for Handling Error Trades                                         
                89-10

              

Rule 151 - Loans                                                                         
                85-9

              

Rule 226 - Book-Entry Settlement of Securities Transactions                              
                93-24
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Rule 227 - Depository Eligibility of Securities Listed on NYSE                           
                95-25

              

Rule 282 - Mandatory Buy-In                                                              
                83-18

              

Rule 283 - Members Closing Contracts-Procedures                                          
                78-60

              

Rule 284 - Procedures for Closing Defaulted Contract                                     
                83-18

              

Rule 289 - Must Receive Delivery                                                         
                83-18

              

Rule 296 - Liquidation of Securities Loans and Borrowings                                
                85-9

              

Rule 301 - Proposed Transfer or Lease of Membership                                      
                78-93, 82-59, 82-60, 94-17

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

210

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE227/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE282/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE283/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE284/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE289/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE296/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE301/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


              

Rule 308 - Acceptability Proceedings                                                     
                76-40, 92-6

              

Rule 311 - Formation and Approval of Member Organizations                                
                78-84

              

Rule 311(f) - Member Organizations In Other Than Partnership or Corporate Form           
                94-49

              

Rule 312 - Changes Within Member Organizations                                           
                76-43, 78-93

              

Rule 313 - Submission of Partnership Articles/Corporate Documents                        
                76-43, 80-10

              

Rule 314 - Interest in Business                                                          
                80-10, 82-60

              

Rule 317 - Participant in One Member Organization                                        
                76-43
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Rule 318 - Other Connections of Members and Allied Members                               
                77-53, 80-14, 82-60

              

Rule 319 - Fidelity Bonds                                                                
                78-21, 82-29

              

Rule 320 - Misc. Restrictions on Corporate Members                                       
                76-43

              

Rule 321 - Formation or Acquisition of Subsidiaries                                      
                93-54, 94-43

              

Rule 322 - Guarantees by, or Flow Through Benefits for Members or Member Organizations   
                93-54, 93-56

              

Rule 323 - Corporate Limited Partnerships .                                              
                76-43

              

Rule 325 - Capital Requirements                                                          
                78-93, 80-47, 82-32, 89-11, 95-1
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Rule 326 - Growth/Business Reduction Capital Requirement                                 
                79-54, 81-32

              

Rule 328 - Sale-and-Leaseback's, Factoring Arrangements                                  
                80-66

              

Rule 341 - Addresses of Members                                                          
                80-60

              

Rule 342 - Offices-Approval, Supervision and Control                                     
                88-21, 98-3

              

Rule 343 - Offices-Sole Tenancy, Hours Certificates                                      
                78-1

              

Rule 344 - Supervisory Analysts                                                          
                83-22, 97-15

              

Rule 345 - Employees-Registration                                                        
                77-53, 79-4, 80-39, 83-48, 88-3
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Rule 345A - Continuing Education                                                         
                94-20, 90, 39, 96-35, 98-19, 98-28, 99-45

              

Rule 346 - Limitations-Employment and Association with Members                           
                77-53, 82-60

              

Rule 347 - Controversies as to Employment or Termination of Employment                   
                99-3

              

Rule 349 - Representatives of the Press                                                  
                82-60

              

Rule 350 - Compensation or Gratuities                                                    
                77-53, 78-9, 78-56, 92-18, 92-21

              

Rule 351 - Reporting Requirements                                                        
                78-84, 79-16, 79-32, 80-16, 88-21, 90-12, 90-1

                                                                                         
                              17, 92-38
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Rule 354 - Reports to Control Persons                                                    
                89-18

              

Rule 357 - Retention of Communications                                                   
                78-8

              

Rule 382 - Carrying Agreements                                                           
                82-18, 83-7, 99-33, 99-54

              

Rule 387 - COD Orders                                                                    
                82-13, 82-58, 87-46, 99-2

              

Rule 390 - Market Responsibility                                                         
                78-11

              

Rule 391 - Special Offerings, Exchange and Secondary Distribution, Rescission            
                77-50, 93-50

              

Rule 402 - Customer Protection - Reserves and Custody of Securities                      
                83-22

              

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

215

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE354/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE357/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE382/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE387/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE390/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE391/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE402/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


Rule 403 - Bucket Shops                                                                  
                82-60

              

Rule 404 - Individual Members Not to Carry Accounts                                      
                82-60

              

Rule 405 - Diligence as to Accounts                                                      
                81-18, 83-7, 90-49, 92-15, 92-42

              

Rule 406 - Designation of Accounts                                                       
                92-16

              

Rule 407 - Transactions                                                                  
                92-16

              

Rule 408 - Discretionary Power in Customers' Accounts                                    
                90-49

              

Rule 409 - Statements of Accounts to Customers                                           
                76-35, 78-81, 81-63, 82-60
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Rule 410 - Records of Orders                                                             
                76-37, 79-9

              

Rule 410A - Automated Submission of Trading Data                                         
                88-22, 92-36

              

Rule 410B - Reports of Listed Securities Transactions Effected Off the Exchange          
                92-32, 92-33, 93-6

              

Rule 410B - Reporting                                                                    
                95-14

              

Rule 411 - Erroneous Reports                                                             
                82-60

                          Odd Lot Orders                                                 
                              92-25

              

Rule 412 - Customer Account Transfer Contracts                                           
                82-49, 85-43, 86-4, 86-7, 86-12, 86-18, 94-47,

                                                                                         
                              99-1, 99-10, 99-14
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Rule 414 - Index and Currency Warrants                                                   
                96-33

              

Rule 415 - Accounts and Securities                                                       
                82-60, 93-15

              

Rule 420 - Reports of Borrowings/Loans for Capital Purposes                              
                80-9, 83-48

              

Rule 421 - Periodic Reports                                                              
                82-60

              

Rule 431 - Margin Requirements                                                           
                78-10, 78-47, 81-51, 82-57, 83-30, 85-16, 85-33,

                                                                                         
                              87-10, 87-27, 88-14, 96-10, 98-13, 98-25,

                                                                                         
                              99-59

              

Rule 432 - Daily Record of Required Margin                                               
                82-60
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Rule 433 - Long Sales                                                                    
                83-48

              

Rule 434 - Requests for Extensions of Time                                               
                94-22

              

Rule 437 - International Arbitrage (Rescinded 22 March 1978)                             
                78-19

              New 

Rule 437 - Mandatory Y2K Testing                                                         
            99-4

              

Rule 438 - Advertising in Quotation Sheets                                               
                78-8

              

Rule 440A -Telephone Solicitation                                                        
                97-26

              

Rule 440B - NASD Short Sale Rule                                                         
                94-46, 97-33
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Rule 440I - Records of Compensation Arrangements                                         
                99-47

              

Rule 440K - Prepaying on Sales                                                           
                82-60

              

Rule 450 - Restriction on Giving Proxies                                                 
                94-41

              

Rule 451 - Transmission of Proxy Material                                                
                94-41

              

Rule 452 - Giving Proxies by Member Organization                                         
                94-41

              

Rule 457 - Prohibition or Limitation with Respect to Access to Exchange                  
                78-45, 80-1

              

Rule 465 - Transmission of Interim Reports                                               
                94-41, 94-65

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

220

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE440I/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE440K/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE450/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE451/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE452/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE457/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE465/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


              

Rule 471 - Advertising                                                                   
                77-9

              

Rule 472 - Communications with the Public                                                
                79-11, 84-2, 90-15, 94-65, 97-26, 98-3

              

Rule 473 - Radio, Television and Telephone Reports                                       
                77-9

              

Rule 474A - Standards for Advertising                                                    
                79-11, 84-2

              

Rule 474B - Standards for Speaking Activities                                            
                84-2

              

Rule 476 - Disciplinary Proceedings                                                      
                79-4, 79-18, 88-2, 88-21

              

Rule 476A - Adoption of New Rule (Fines for Minor Violations)                            
                85-6, 86-18, 86-25, 87-30, 88-21, 92-8, 93-10,
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                              94-2, 94-23, 94-52, 95-46, 96-16, 94-23, 98-22

              

Rule 476(a) (11) - Disciplinary Proceedings Against Members, Member Organizations        
                96-25

              

Rule 477 - Retention of Jurisdiction-Failure to Cooperate                                
                79-4, 80-16, 96-25

              

Rule 600 - Arbitration                                                                   
                92-3, 92-26, 98-44, 99-3

              

Rule 601 - Simplified Arbitration                                                        
                89-27, 90-46, 92-3

              

Rule 604 - Dismissal of Proceedings                                                      
                98-44

              

Rule 607 - Designation of Number of Arbitrators                                          
                89-27, 92-26
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Rule 608 - Notice of Selection of Arbitrators                                            
                89-27, 98-44

              

Rule 609- Peremptory Challenge                                                           
                92-3, 98-44

              

Rule 610 - Disclosures Required of Arbitrators                                           
                89-27

              

Rule 611 - Disqualification or Other Disability of Arbitrators                           
                89-27, 98-44

              

Rule 612 - Initiation of Proceedings                                                     
                89-27, 90-46, 98-42

              

Rule 613 - Designation of Time and Place of Hearings                                     
                90-46, 98-44

              

Rule 616 - Failure to Appear                                                             
                92-3
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Rule 617 - Adjournments                                                                  
                90-46

              

Rule 619 - General Provision Governing Pre-Hearing Proceedings                           
                89-27, 90-46

              

Rule 620 - Power to Direct Appearances                                                   
                89-27

              

Rule 621 - Interpretation of the Code                                                    
                92-26, 98-42, 98-44

              

Rule 623 - Record of Proceedings                                                         
                89-27

              

Rule 625 - Amendments                                                                    
                92-3

              

Rule 627 - Awards                                                                        
                89-27, 90-46, 92-3, 98-44
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Rule 628 - Agreement to Arbitrate                                                        
                90-46

              

Rule 629 - Schedule of Fees for Customer Disputes                                        
                89-27, 90-46

              

Rule 636 - Pre-Dispute Agreements                                                        
                92-26

              

Rule 637 - Requirements When Using Pre-Dispute Arbitration Agreements with Customers     
                89-27, 90-46

              

Rule 631 - Schedule of Fees for Member Controversies                                     
                90-46

                          Pre-Dispute Arbitration Agreements With Customers              
                              89-27, 90-46

              

Rule 638 - Exchange of Documents                                                         
                89-27

                          Mediation                                                      
                              98-44
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Rule 639 - Administrative Conferences                                                    
                98-44

              

Rule 700 - Options                                                                       
                80-16

              

Rule 704 - Position Limits                                                               
                96-28

              

Rule 705 - Exercise Limits                                                               
                96-28

              

Rule 721 - Opening of Accounts                                                           
                80-16, 89-39

              

Rule 722 - Supervision of Accounts                                                       
                80-16, 89-39, 95-7

              

Rule 726 - Delivery of ODD and Prospectus                                                
                80-16, 89-39
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Rule 758 - Bid/Ask Differentials                                                         
                90-38

              

Rule 758B - Option Specialist's Obligation to Guarantee Ten-Up Markets                   
                91-10

              

Rule 758A - Option Floor Procedures for Extraordinary Market Conditions                  
                91-37

                          “Trade or Fade” Requirement                                    
                              94-45

              

Rule 791 - Options Communications to Customers                                           
                91-39

American Stock Exchange

              Index Options                                                              
                              83-17

              Escrow Letters to Cover Short Broad-Based Stock Index Options              
                              84-13

Annual Maintenance Fee

              For Records of Registered Employees                                        
                              77-3
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Approved Persons (Rule 304)

              Interest in Orders to Purchase or Sell                                     
                              76-43

              Exchange Regulation of                                                     
                              81-8, 81-8, 84-19

              Questionnaire                                                              
                              84-26

              Restrictions on Approved Persons of Specialists                            
                              87-1

Arbitration

              Amendments to Rules                                                        
                              89-27, 90-46, 92-3, 92-26, 98-44

              Customer (Arbitration) Agreements                                          
                              95-16, 98-42

              NYSE/NASD Joint Memorandum Clarifying 

NYSE Info Memo No. 95-16                                           95-43

              Interpretation of Constitution                                             
                              98-42

              Timely Filing of Answers to Arbitration Claims                             
                              98-42

              Employment Discrimination Disputes                                         
                              99-3

Associated Persons
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              Exchange Regulation of                                                     
                              81-8, 84-19, 84-26

Associations with Non-Securities Business

              Request for Comments                                                       
                              76-35

AT&T Divestiture

              Stock Distribution                                                         
                              83-35, 83-38

              Special Capital and Margin Treatment                                       
                              83-39

              Deposit and Capital Treatment                                              
                              83-40

              Changes to Cash Account Requirements                                       
                              83-41

              New Agreements for Exempt Account Deposit Requirements                     
                              83-49

              Advisory Opinion from Dept of Labor under ERISA; Capital Charges           
                              83-52

              Settlement                                                                 
                              84-5, 84-9

Audit Trail

              Requirements                                                               
                              84-20, 85-37, 85-40, 86-27, 86-31, 86-3 3, 87-6,
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                              87-20, 87-25, 91-16, 87-20, 8 7-25, 91-16, 94-27,

                                                                                         
                              98-43

              

Form 132                                                                                 
                88-23

              Identification of Large Traders                                            
                              88-28, 88-43

              Capture of Executing Broker Badge                                          
                              89-21

              New Trade Comparison Procedures                                            
                              89-31, 90-16

              Update                                                                     
                              91-20, 91-47, 92-5

              New Account Type Identifiers                                               
                              92-34, 93-7

              Account Identifiers with Block Transactions                                
                              97-46

Audits

              SIPC Reports                                                               
                              76-10

              Agreement and Notice Re: Annual Audit                                      
                              76-48, 77-47, 78-87, 79-61, 80-53
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              Requirements for Subsidiaries and Affiliates                               
                              77-8

Badge Numbers

              Members                                                                    
                              79-19, 79-24, 81-41, 86-33, 89-21, 89-62

Bank Secrecy Act

              Amendments Relating to Currency Transactions                               
                              89-14

Bearer Form

              Definition for SDN Collateral                                              
                              77-30

              Treasury Securities                                                        
                              93-17

Berger, Michael E                                                                        
                              90-17

Best Execution Obligations                                                               
                              97-8

Block Transactions

              Revision of 

Rules 97 and 

127                                                                             76-5
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              Frontrunning of Blocks                                                     
                              80-38, 85-36

              ITS Issue (Block Policy)                                                   
                              84-3

              Revisions of 

Rule 97                                                                                  
   84-23, 98-31

              Amendment of 

Rule 72                                                                                  
   92-28

              Agency Block Cross Transactions                                            
                              92-29, 96-32

              Block Crosses at Discount from Last Sale                                   
                              94-32

              Amendment of 

Rule 127 (Block Positioning)                                                             
   95-19

              Audit Trail Account Identifies                                             
                              97-46

Blockbuster Entertainment Corporation/City Vision PLC                                    
                              91-51

Blue Lights
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              At Trading Post                                                            
                              76-88

Blue Sheet

              Filing of Automated Trading Data                                           
                              88-22, 88-44, 89-8

Book-Entry Settlement of Securities Transactions                                         
                              93-24

Books and Records

              Floor Brokers                                                              
                              78-40, 99-15

              Offshore Branch Office                                                     
                              92-9

Branch Office Manager Exam (Rule 342)

              Scheduling Information                                                     
                              80-44

              Changes in Examination                                                     
                              80-63

              Discontinuance of Exam                                                     
                              84-6

British Airways. PLC ADRs

              NYSE, SEC and FRB Guidelines                                               
                              87-5
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British Gas PLC - ADRs

              NYSE, SEC & FRB Requirements                                               
                              86-40, 93-28

              Second Installment                                                         
                              87-15

British Telecommunications PLC

              Margin and Capital Requirements                                            
                              84-30

              Loyalty Bonus Registration                                                 
                              85-3

              Second Installment                                                         
                              85-17

              Final Installment                                                          
                              86-13

              American Depository Shares                                                 
                              91-53, 93-28, 94-5

Business Activities

              Notification of Changes and Effect on Minimum Capital Requirement          
                              79-39

Business Affiliates

              Information Facility                                                       
                              78-61

Buy-Ins
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              Amendments to 

Rules 282, 

284 and 

289                                                                     83-18

Cabinet Bonds

              

Rule 85                                                                                  
                76-43

Capital Requirements (See also 

Rule 15c3-1)

              Registered Traders                                                         
                              77-4

              Specialists                                                                
                              77-52

              Foreign Currencies - Proposal                                              
                              78-16

              Special Initial Margin (Rule 431)                                          
                              78-63

              CFTC - Commodities                                                         
                              78-89, 79-1
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              Commodity Amendments 

SEC Rule 15c3-1                                                                    
 79-37, 81-21, 81-39, 82-36

              Minimum Requirements                                                       
                              79-39, 93-2

              Amendments and Proposed Amendments to CFTC Capital Requirements            
                              80-35, 80-42, 80-64, 83-3

              Amendments to 

NYSE Rules 325 and 

326                                                                     80-47, 82-32

              Amendments to SEC Uniform Net Capital Rule                                 
                              80-55, 82-4, 82-36, 84-25

              Capital Borrowed Pursuant to Subordinated Loan Agreements                  
                              81-40

              Forum-Capital Rules, Amendments and Developments                           
                              82-31

              Modification of Documents to Reflect Amendments to SEC Uniform Net Capital
 Rule                          82-15

              NYSE Response to SEC Adoption of Amendments                                
                              82-23

              AT&T Divestiture Capital Treatment                                         
                              83-35, 83-39, 83-40, 83-52
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              Floor Brokers                                                              
                              84-24

              British Telecommunications PLC                                             
                              84-30, 85-17, 86-13

              Increased Requirements-Specialists                                         
                              88-15

              Amendment to 

Rule 325(e)                                                                              
   89-11

              Derivatives                                                                
                              93-20

              Proprietary Inventory Positions                                            
                              98-1

              OTC Derivatives Dealer                                                     
                              98-1

Capital Withdrawal

              

Rule 326 - Fixed Assets                                                                  
                77-5

Carrying Agreements

              Proposed Amendments to 

Rules 382 and 
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405                                                                 81-56

              Amendments Adopted                                                         
                              82-18, 83-7

              Amendments, Net Capital Requirements-Introducing Firms                     
                              93-35

              Amendments, Complaints, Exception Reports, Check-Writing                   
                              99-33

              Amendments to 

Rule 382 - Complaints, Exception Reports, Negotiable Instruments                         
  99-54

Cash Accounts (Rule 431)

              Purchase and Sale of Exempted Securities                                   
                              83-37

              Dividend Roll Programs                                                     
                              88-19

              Net Settlement of Exempt Securities                                        
                              88-27

              Good Faith/Exempt Accounts                                                 
                              98-13, 98-25

Cash Transactions

              Floor Official Approval                                                    
                              80-62, 81-62
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Central Registration Depository System

              NYSE Participation                                                         
                              81-45, 85-10, 86-11

              Expanded Disclosures (Pending Disciplinary Action)                         
                              94-16

              Series 7A and 7B                                                           
                              97-1, 97-4

              Filing 

Form U-5                                                                                 
         97-21

              Series 16                                                                  
                              98-30

              Upcoming System Transition Period                                          
                              99-30

              Web CRD                                                                    
                              99-30, 99-31

Changes in Member Corporations (Rule 312)

              Notice Required                                                            
                              76-43

Chicago Board Options Exchange

              Stock Index Options (Margin Requirements)                                  
                              83-10
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              Escrow Letters to Cover Short Broad-Based Stock Index Options              
                              84-13

Chinese Wall Policies and Procedures                                                     
                              91-22

Circuit Breakers

              

Rule 80B                                                                                 
                88-29, 88-30

              Amendments 

Rule 80B                                                                                 
     96-23, 97-7, 98-5, 98-15, 98-21, 98-33,

                                                                                         
                              98-45, 99-17

              

Rule 80A                                                                                 
                99-8, 99-17, 99-34, 99-44

Clearance Accounts

              Regulation T and 

Rule 431                                                                               
 78-23

              Amendments to Regulation T                                                 
                              94-59
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Closing Contracts

              John Muir & Company                                                        
                              81-42

              Bell & Beckwith                                                            
                              83-6

              Hanover Square Securities Group, Inc.                                      
                              83-44

              Baryon, Marshall & Kamen Co. Inc.                                          
                              85-1

COD/POD Orders

              Proposed Amendments to 

Rule 387                                                                          82-13

              Amendments Adopted                                                         
                              82-58

              Interpretation of 

Rule 387                                                                              
 82-68, 83-4

              Extension of Time Guidelines                                               
                              82-69

              Application of 

Rule 387                                                                                 
 83-31, 99-25
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              Compliance with 

Rule 387                                                                                
 85-24

              Amendments to 

Rule 387                                                                                 
  87-46, 99-25

              Application to Same Day Funds Settlements                                  
                              87-49, 88-16

              Affirmation Rate                                                           
                              93-31

Commercial Paper

              

SEC Rule 15c3-1                                                                          
                77-2

              

SEC Rule 15c3-1: Two Rating Requirement and Amendment                                    
                77-17

              SEC Release No. 34-13635: Two Rating Standard 

SEC Rule 15c3-1                                            77-33

Commodities

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

242

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE387/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE387/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE15c3-1/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE15c3-1/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE15c3-1/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


              Customers' and Non-Customers' Accounts                                     
                              77-21

              Foreign Currencies-Proposed Capital Requirements                           
                              78-16

              Amendments to 

SEC Rule 15c3-1                                                                          
  79-37, 81-39, 93-35

              Proposed Amendments to 

SEC Rule 15c3-1                                                                   81-21

              NYSE Contract with Commodities Exchanges                                   
                              87-53

Commodities Futures Trading Commission (CFTC)

              Adoption of New Minimum Financial and Related Requirements                 
                              78-89

              Extension of Implementation Date for Minimum Financial and Related
 Requirements                          79-1

              Extension of Implementation Date for Minimum Financial and Related
 Requirements                          79-20

              Extension of Implementation Date for Minimum Financial and Related
 Requirements                          79-27

              Revision of Requirements for Subordinated Loans                            
                              80-33
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              Proposed Amendments to Capital and Reporting Requirements                  
                              80-35, 80-42, 80-64, 82-26, 82-32, 82-38

              Adoption of Amendments                                                     
                              82-35

              Changes in CFTC Capital Rule and Effect on Subordinated Loans for Dual
 Members                           83-3

              Financial Reporting Requirements For Foreign Futures and Options           
                              88-8, 88-10

              Financial and Segregation Interpretation No. 13                            
                              91-28

Communications (Rule 472)

              Private Wires (Rescission of 

Rule 357)                                                                   78-8

              Guidelines for Options Communications                                      
                              80-27, 91-39

              Amendments to 

Rules 472, 

474A and 

474B                                                                   84-2

              Amendments to 
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Rule 472.30                                                                              
  90-15

              On-Line Computer Services & Electronic Communications Survey               
                              96-1

              E-mail                                                                     
                              98-3

Compensation

              NYSE Floor Clerks                                                          
                              85-32

              Records of Compensation Arrangements - Floor Brokerage (New Rule 

440 I)                                  99-47

Competitive Traders

              Capital Requirements                                                       
                              77-4

              RCMMs                                                                      
                              78-33

              Amendment to 

Rule 107                                                                                 
   79-65

              Amendment to 

Rule 107A(2),
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(3);

107B(7)-RCMM                                                               94-50

              Amendment to 

Rule 110, 

111--CT's                                                                         94-50

              Competitive Options Traders                                                
                              92-12

Company Letters

              Allocation Policy and Procedures                                           
                              98-6

Complaints

              Complaint Service - Institutional                                          
                              76-9

              Complaint Registries                                                       
                              81-25

              Complaint Reports - 

Rule 351(d)                                                                         
 81-21, 88-35, 89-51, 92-38, 94-38, 98-16, 99-32,

                                                                                         
                              99-41
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              Delayed Response Time                                                      
                              88-25

Computer Services

              On-Line Computer Services & Electronic Communications Survey               
                              96-1

Concentrations

              Regulatory News                                                            
                              82-39

              Undue Concentrations in Securities and Commodities                         
                              83-33

              Specialist Concentration Policy                                            
                              94-33, 96-15

Confirmations

              Disclosure of Odd Lot Differentials                                        
                              78-81

              Of Transactions and Recording Badge Numbers                                
                              81-41

              Inclusion of Settlement Date on Confirms to Customers                      
                              82-60

              Transactions in Marcor Inc. 6 1/2% Subordinated Debentures                 
                              86-22

Consolidation of Subsidiary
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              Minimum Capital Requirement                                                
                              77-30

Consolidated Tape                                                                        
                              76-6

              Regulatory Halt Periods                                                    
                              86-14

Constitution, NYSE

              Article I                                                                  
                              76-43

              Article IX                                                                 
                              76-43, 77-53, 80-14, 88-2

              Article XIV                                                                
                              79-4

              Article III                                                                
                              79-4

              Article X                                                                  
                              79-4

              Article XI                                                                 
                              79-4, 80-10

Contingence Planning

              1979 Union Contract Negotiations                                           
                              79-7, 79-8

Continuing Education
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              Report and Recommendations of Task Force                                   
                              93-39

              Securities Industry Continuing Education Program-Update & Status Report    
                              94-20, 94-39, 96-35

              SEC Approval of Program Rules                                              
                              95-11

              REMINDER-Consequences of Failure to Complete Continuing Education
 Requirements                           95-44

              Educational Seminars                                                       
                              95-6

              Applicability of the Requirement to Officers and Approved Persons          
                              95-51

              Firm Element Advisory                                                      
                              97-16, 97-50, 98-12, 99-45

              Council Commentary                                                         
                              97-50

              Supervisor's Program                                                       
                              98-19

              Status Report on Continuing Education Program                              
                              98-28

Conversions and Acquisitions

              Account Conversion from Thomson McKinnon to Prudential-Bache               
                              89-38, 89-41

              Prudential-Bache                                                           
                              89-38, 89-41
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              Newhard Cook Accounts to Advest                                            
                              89-42

              Underwood Neuhaus to Kemper Clearing                                       
                              89-44

Corea, John Peter                                                                        
                              90-37

Corporate Documents (Rule 313)

              Capital Raising Efforts of Member Organizations                            
                              76-43

Corporations (See also Member Corporation)

              As General Partners                                                        
                              78-68

Counterfeit Certificates

              Recognition of Counterfeit Certificates                                    
                              77-7

              Counterfeit Japanese Certificates                                          
                              94-57

Country Baskets                                                                          
                              96-9

Currency Act

              Reporting Requirements                                                     
                              82-28, 85-12
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              Revised Form 4789                                                          
                              86-2

              Amendments to Bank Secrecy Act (Currency Transactions)                     
                              89-14

Currency Warrants

              Summary of Rules Applicable to Trading in Index or Currency Warrants       
                              96-33

Custodial Fees

              Customers - SEC Release No. 34-15194                                       
                              79-11

Customers

              Account Statements and Legend on Availability of Financial Statement       
                              76-35

              Accounts in Deficit/Forward Spot Cash Commodities                          
                              77-21

              Fair Treatment                                                             
                              79-11

              Diligence Regarding Accounts                                               
                              81-9

              Fraudulent Activities                                                      
                              80-34, 83-12, 83-29

              Rebates and Gifts to Customers                                             
                              81-17
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              Customer Complaint Registries                                              
                              81-25

              Solicitation of Testimonials for Publication                               
                              81-37

              Rescission of 

Rule 409.10(7) (Statements of Accounts to Customers)                                     
  81-63

              Individual Retirement Accounts/SIPA Protection                             
                              82-44

              Account Transfer (Proposed Amendment to 

Rule 412)                                                        82-49, 85-35

              Securities Qualifying for Special Reserve Bank Accounts                    
                              83-36

              Account Transfer (Adopted new 

Rule 412; Interpretations)                                                 85-43, 86-4,
 86-7, 86-12, 86-18, 86-21,

                                                                                         
                              86-28, 88-20, 90-29, 90-44, 91-7, 91-24, 91-40,

                                                                                         
                              98-16, 99-1, 99-10, 99-14

              Complaints                                                                 
                              88-25
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              Individual Investor Express Delivery Services                              
                              88-29

              Transmission of Orders Via SuperDot                                        
                              89-6

              Account Conversion from Newhard Cook to Advest                             
                              89-42

              Account Conversion from Underwood Neuhaus to Kemper Clearing               
                              89-44

              Account Transfer - Closing Out Fails                                       
                              89-52

              Fair Dealing with Customers                                                
                              94-40, 97-49

              Arbitration Agreements                                                     
                              95-16

              Dissemination of Tender Offer Materials                                    
                              99-11

              Orders - Best Execution                                                    
                              97-8

              Account Statements                                                         
                              97-56

Customer Orders

              Fiduciary Responsibility                                                   
                              94-25

Delayed Openings
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              Emergency Situations                                                       
                              81-3

              Dissemination of Information                                               
                              81-11, 95-31

Department of the Treasury 

Form PD 1830                                                                             
   91-26

Department of the Treasury

              List of Specifically Designated Narcotics Traffickers                      
                              95-45

              List of “Specially Designated Nationals and Blocked Persons”               
                              96-11, 97-10, 97-28

              Large Position Record Keeping and Reporting Rules                          
                              97-18

              Fraudulent Solicitation of Limited Edition Securities                      
                              97-22

Depositary Trust Company (DTC)

              Tracking System                                                            
                              97-29

Derivative Products                                                                      
                              93-20

Designated Examining Authority (DEA)                                                     
                              99-9, 99-23
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              Y2K Report                                                                 
                              98-24

Disclosure

              Names of Buyers and Sellers                                                
                              76-36, 76-46

              Odd Lot Differentials on Confirmations                                     
                              78-81

Disciplinary Provisions

              Amendments to Constitution & 

Rule 476                                                                    79-4, 88-2

              

Rule 476A (Fines for Minor Violations)                                                   
                85-6, 86-18, 86-25, 87-30, 88-2, 92-8,

                                                                                         
                              92-12, 93-10, 94-2, 94-23, 94-52, 95-46, 96-16

Discretionary Transactions

              Floor Members                                                              
                              83-51

Distributions

              Unsold Portion                                                             
                              76-24
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Dividend and Interest Payments                                                           
                              97-49

Dividend Roll Programs                                                                   
                              88-19

DOT System

              Elimination of “Status to Confirm” Message through Amendment to 

Rule 91                                  81-26

              SuperDot Limit Orders                                                      
                              93-12

Eagle System

              Introduction of New Computer System                                        
                              80-2

Electronic Filing Platform (EFP)

              Y2K Status                                                                 
                              99-35, 99-43

Electronic Publication of NYSE Rules

              Information Memoranda and Interpretation Handbook                          
                              94-15

Electronic Transmission of Orders                                                        
                              92-15, 92-43, 98-26

Electronic Delivery of Information to Customers                                          
                              97-32
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Employees

              Floor Conduct and Safety Guidelines                                        
                              82-63

              Amendment to 

Rule 345                                                                                 
   83-48, 88-3

              Clerical Personnel on Trading Floor                                        
                              84-4

              Compensation to NYSE Floor Clerks                                          
                              85-32

              Personal Securities Accounts                                               
                              92-16

              Discrimination Disputes                                                    
                              99-3

              Series 25 Exam - Trading Assistants                                        
                              99-5, 99-12

              Floor Employees: Registration, Termination                                 
                              99-20

Employee Stock Ownership Trust

              Raising Capital                                                            
                              76-11, 78-6

Examination Administration
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              Series 7, Rescheduling                                                     
                              76-13, 80-36, 81-20, 82-53, 83-27

              Tax Reform Act of 1976 and put Option Questions to be included in Series 7
 exam                          76-52

              Series 7, Listed put Options                                               
                              77-16

              Series 7, Municipal Securities                                             
                              78-66

              Series 7, Changes re: Options                                              
                              80-51

              Series 7, Changes re: Tax Bill                                             
                              81-52

              Series 7, Changes re: Money Market Funds                                   
                              82-9

              Series 7, Amendments to Regulation T                                       
                              82-10, 94-59

              Series 7, Procedure for issuing Admittance Tickets                         
                              82-53

              Series 7, Tax Reform Act of 1984                                           
                              84-22

              Series 7, Revision/Updating                                                
                              86-5

              Series 7, Study Outline Purchase Discount                                  
                              86-36
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              Series 7, Effect of Tax Reform Act of 1986                                 
                              87-2

              Series 7, Change in April, 1987 Administration                             
                              87-2

              Series 7, Changes                                                          
                              93-5

              Series 7 System Transition Period                                          
                              99-30

              Series 7A, Floor Members (Public Business)                                 
                              93-32, 97-1, 97-4

              Series 7B, Floor Clerks (Public Business)                                  
                              94-31, 97-1, 97-4, 99-12

              Series 7B, Elimination                                                     
                              99-55

              Series 7, Revision                                                         
                              95-4

              Series 8, Sales Supervision Exam                                           
                              81-57

              Series 8, to Replace BOM Exam                                              
                              84-6

              Series 8, Revision                                                         
                              95-3

              Series 14, Compliance Official Exam                                        
                              89-30, 89-37, 89-59, 93-44
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              Series 14A, Compliance Official-Specialist                                 
                              93-44

              Series 15, Floor Member Exam                                               
                              92-10

              Series 16, Supervisory Analyst Exam                                        
                              82-33, 97-15, 98-30, 98-39, 99-40

              Series 17, United Kingdom Limited Registered Representative                
                              91-9, 93-3, 93-5, 93-36

              Series 21, New Qualification Exam for Front Line Specialist Clerks         
                              99-36, 99-48, 99-49

              Series 25, Qualification Exam for Floor Clerks                             
                              99-5, 99-12

              Series 37/38, Canada Module Registered Representative                      
                              96-6

              Series 41, Rescission of Allied Member Exam                                
                              86-3

              Series 47, Japan Module Registered Representative                          
                              96-7

              Confidentiality of Qualification Exams                                     
                              88-37

              Front Line Specialist Clerk Qualifications                                 
                              99-5

              Revised ROP exam                                                           
                              80-23
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              Revised schedule for Allied Member, BOM and Supervising Analyst Exams      
                              80-44

              Changes in BOM and Allied Member Exams                                     
                              80-63

Exchange Employees

              Gifts and Entertainment                                                    
                              99-53, 97-53

Exchange Holidays                                                                        
                              78-7, 78-12, 83-53, 86-47, 87-51, 88-33, 89-49,

                                                                                         
                              94-54, 95-42

Exchange Memberships

              Leasing-Guidelines and Transfer Fees                                       
                              78-4, 97-53

              Changes                                                                    
                              78-68

Exempted Debt Securities

              Options                                                                    
                              82-57

Exempted Securities

              Purchase and Sale in Cash Accounts                                         
                              83-37
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              Net Settlement in Cash Accounts                                            
                              88-27

Extended Trading Hour                                                                    
                              85-30

Extension of Time for Broker/Dealer

              Fail to Receive, Stock Dividends, Splits, etc.                             
                              94-30

Extension of Time for Customers

              Charges                                                                    
                              77-59, 78-3

              New Procedures                                                             
                              81-33

              Status Report on New Procedures                                            
                              82-15

              Phase II, New Procedures                                                   
                              82-27

              Phase III, New Procedures                                                  
                              82-45, 82-55

              Phase III, New Forms                                                       
                              82-54

              

Rule 387, Extension Guidelines for Accounts Preparing for Participation in ID system     
                82-69
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              Impact of 1984 Holidays on Extensions                                      
                              83-53

              Phase IV, Statistical Reports                                              
                              84-12

              Impact of 1987 Holidays                                                    
                              86-47

              Impact of 1988 Holidays                                                    
                              87-51

              Impact of 1989 Holidays                                                    
                              88-33

              Impact of 1990 Holidays                                                    
                              89-49

              

Rule 434, Required Submission of Requests for Extensions                                 
                94-22

              During Conversion to Three Business Day Settlement (T+3)                   
                              95-9, 98-9

Fair Treatment of Customers

              Remote Checking, Interest, Custodial Fees, Delay in Account Transfers      
                              79-11

              Accumulation of Stock Ahead of Research Reports                            
                              91-8

              Positioning to Facilitate Customer Orders                                  
                              95-28
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              Fair Customers                                                             
                              94-40

Fees

              Extensions, FOCUS Feedback, RR File Maintenance, NYSE Directory and Guide
 and Interpretation             77-59

              Handbook

              Extensions                                                                 
                              77-3, 78-3

              Account Transfer and Other Fees                                            
                              91-7

              Increase in Registered Person Annual Maintenance Fee                       
                              95-27

Fictitious Certificates                                                                  
                              93-14

Fictitious Orders

              Information                                                                
                              76-7, 76-28, 77-19, 77-31, 78-6, 79-63,

                                                                                         
                              80-34

Fidelity Insurance (Rule 319)

              Request for Comments                                                       
                              76-35
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              Amended 

Rule 319                                                                                 
        77-32

              Up-Date: New Rider                                                         
                              77-41

              Review Needed                                                              
                              78-21

              Feasibility Study                                                          
                              78-96

              Proposed Revision of 

Rule 319                                                                            82-29

Fiduciary Responsibility

              Customer Orders                                                            
                              94-25

Fines

              Suspension for Failure to Pay                                              
                              78-18

              

Rule 476A & “MOC” Amendments                                                             
                94-2

              Addition of 

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

265

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE319/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE319/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE476A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


Rules 72(b) & 

410A Under 

Rule 476A Procedures                                                94-23

Fingerprinting

              Required under 

Rule 17f-2                                                                               
 76-30

              Fees                                                                       
                              76-39

              Plan                                                                       
                              76-53

              Timely Submission                                                          
                              77-27

              Extension of Requirement                                                   
                              77-45

              Processing Service                                                         
                              81-15

              FBI Processing Fee                                                         
                              82-48, 82-52, 85-34, 90-3, 90-47, 93-60

              Amendments to 

Rule 35 & 
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Rule 301                                                                         94-17

Firm Quote Rule                                                                          
                              79-13

Fixed Assets Pledged to Secure Loans                                                     
                              77-5

Fixed Interest of Members and Allied Members

              No longer Required                                                         
                              78-68

Floor

              Conduct and Safety Guidelines                                              
                              77-51, 82-63, 86-39, 93-57

              Identification of Orders and Related Problems under 11(a)(1)               
                              78-22, 93-34

              Clerks Compensation                                                        
                              78-31, 85-32

              Floor Brokers' Record Requirements                                         
                              78-40

              Use of Clerical Personnel                                                  
                              78-51

              Test of a Substitute Clearing Account                                      
                              80-1, 80-11

              Training Program for Specialist Floor Employees                            
                              80-12
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              OARS                                                                       
                              80-19, 80-50, 81-5

              Floor Official Approvals for “Cash” and “Next Day” Transactions            
                              80-62, 81-62, 82-65, 83-45

              Delayed Openings in Emergency Situations                                   
                              81-3, 95-31

              Dissemination of Information on Delayed Openings                           
                              81-11

              Annual Physical Examination                                                
                              81-22

              Confirming Transactions and Recording Badge Numbers                        
                              81-41

              Floor Official Approvals for Non-Regular Way Transactions                  
                              82-67

              Discretionary Transactions                                                 
                              83-51

              Clerical Personnel on Trading Floor                                        
                              84-4

              Third Party Billing of Floor Brokerage                                     
                              84-8

              Floor Brokers' (Equities & Options)-Capital, Recordkeeping and Reporting
 Requirements                    84-24, 99-15

              Floor Brokerage Income of Associated Members                               
                              84-28
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              Extended Trading Hours                                                     
                              85-30

              Telephone Communication Links                                              
                              87-16

              Required Stationery Formats                                                
                              89-48, 91-33

              1 & 2 Point Sales Slip                                                     
                              91-13

              New Floor Member Examination                                               
                              92-10

              

Rule 35-Floor Employees to be Registered                                                 
                94-17, 99-5, 99-12, 99-39, 99-48, 99-49

              

Rule 301-Proposed Transfer or Lease of Membership                                        
                94-17

              

Form 600TC/Floor Brokerage & Commission Reporting                                        
                96-12

              Drug Free Workplace                                                        
                              97-9

              Brokerage Compensation                                                     
                              98-34
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              Floor Compensation Questionnaire                                           
                              98-34

              Floor Orders and Reports                                                   
                              98-43

              Examination of Floor Brokers                                               
                              99-15

              Exchange-Issued ID Cards                                                   
                              99-2

              Registration; Termination; Dual Employment and Compensation                
                              99-20

FOCUS

              Meeting on Report, Changes in Report and Auditing Rules                    
                              76-2

              Records Presentation                                                       
                              76-15

              Subsidiaries and Affiliates                                                
                              76-17

              Filing Requirements, Part I                                                
                              76-19

              Possession or Control Schedule                                             
                              76-21, 76-33, 76-44

              Periods to be Covered                                                      
                              76-34

              Common Errors, Part I                                                      
                              76-50
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              Proposed Amendments                                                        
                              77-1

              Revised, Part I SEC Release No. 34-13100                                   
                              77-6

              Possession or Control                                                      
                              77-13, 77-34

              Revised Statement of Income or Loss                                        
                              77-15

              Proposed Amendments Parts I, II, IIA                                       
                              77-23

              Amendments to 

Rules 17a-4-5-10-11-13-19-20 and 

15c3-3 SEC Release No. 34-13462                           77-26, 98-7

              Small Firms                                                                
                              77-29

              Part I Filing Time (Extensions)                                            
                              77-42

              Revised Parts II, IIA and III                                              
                              78-18

              Preparation                                                                
                              78-28

              Proposed Short Form Part IIA                                               
                              78-92
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              Common Errors                                                              
                              79-17

              CFTC No Action                                                             
                              79-27

              CEA Schedule                                                               
                              79-37

              Special Reporting Due to Market Volume                                     
                              80-6, 80-8, 80-30, 80-43, 80-49

              Proposed Amendments to FOCUS Form                                          
                              80-40

              New Supplemental Sections Part I and Part II, Effective January 1981       
                              81-6

              New Supplemental Sections                                                  
                              81-10

              Amendments Adopted by SEC to Part I                                        
                              81-19

              New Report Part I Form                                                     
                              81-27

              Correct Reporting of Regulatory Fees                                       
                              81-36

              Report Changes Affected by Adopted Amendments to Net Capital Rules         
                              82-37

              Repurchase Transactions                                                    
                              84-17
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              Special Reporting Due to Market Conditions                                 
                              87-40

              Electronic Transmission of Data                                            
                              90-18, 90-41

              Monthly Filing of Part II                                                  
                              92-42

              Extension Requests                                                         
                              93-45

              Schedule I                                                                 
                              97-5, 98-4

              Financial Accounting Standard                                              
                              98-7

              Part II or Part IIA Filing                                                 
                              99-22

              PC FOCUS                                                                   
                              97-27

              PAIB Computation Schedule                                                  
                              99-26, 99-50, 99-58

FOCUS Feedback Service

              Fee                                                                        
                              77-59

              General Information                                                        
                              80-26

Foreign Affiliates
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              Account Executives                                                         
                              88-41

              Books and Records                                                          
                              92-9

              Registration of Employees                                                  
                              93-54

Foreign Currencies

              Proposed Capital Requirements                                              
                              78-16

              Foreign Currency Options (PHLX)                                            
                              82-62

Foreign Options

              Prohibitions                                                               
                              78-38

Forms (See also FOCUS)

              

U-5, Termination Notice                                                                  
                76-54, 97-21

              

100 Eliminated                                                                           
                77-44

              

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

274

http://prod.resource.cch.com/resource/scion/citation/pit/SECFORMU-5/FSL01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECFORM100/FSL01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


RE-3                                                                                     
                79-32, 90-17, 97-21

              

MF-2 (Short Interest)                                                                    
                79-56, 82-11

              

Form RE-3 (Amendment)                                                                    
                80-21

              Adoption of Amended 

Form U-5 and Amended 

Form AD-G-1 of the 

U-4 Application                              80-39

              

Form OBT (Off Board Trading)                                                             
                80-45, 81-28

              

Form U-4 (Uniform Application for Registration)                                          
                88-3, 86-11, 85-20, 85-10, 81-12, 99-20

              Application for Approval of Branch Offices                                 
                              81-54, 90-17

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

275

http://prod.resource.cch.com/resource/scion/citation/pit/SECFORMRE-3/FSL01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECFORMMF-2/FSL01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECFORMRE-3/FSL01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECFORMU-5/FSL01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECFORMAD-G-1/FSL01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECFORMU-4/FSL01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECFORMOBT/FSL01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECFORMU-4/FSL01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


              

U-5                                                                                      
                82-53

              Phase III, New Forms for Extensions of Time                                
                              82-54

              New 

Forms 97A and 

97B - Block Positioning                                                               
 84-23

              Revised 

Forms U-4 and 

U-5                                                                                85-20

              Customer Account Transfer                                                  
                              86-4

              

Form 81 - Automated Format                                                               
                85-48, 86-6

              Filing Revised 

Form BD - Notification of Government Securities Dealer Activities                        
 87-24, 92-30
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              Specialist Capital Checks                                                  
                              88-1

              Amendment of 

Form RE-3                                                                                
   90-45

              Program Trading                                                            
                              88-11, 88-26

              

Form 132 - Audit Trail                                                                   
                88-23

              Specialist Capital Report                                                  
                              88-32

              Amendments to 

Form BD                                                                                  
  93-10

              17a-23 (Broker/Dealer Trading Systems)                                     
                              95-22, 95-24

              

Form 600TC-Floor Brokerage & Commission Reporting                                        
                96-12
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Form BD - Y2K                                                                            
                98-24, 99-9, 99-27

              

Forms ATS and 

ATS-R                                                                                    
  99-23

              Revisions U-4, U-5, BD and BDW                                             
                              99-30, 99-31

Fraudulent Schemes

              SEC Information for Investors Bulletin                                     
                              94-3

              Solicitation of “Limited Edition” Treasury Securities                      
                              97-22

Freely Transferable Securities

              Definition - Article I                                                     
                              76-43

              Conditions for Redemption or Conversion                                    
                              76-43

              List of Non-Members                                                        
                              76-43

Frontrunning

              Index Futures                                                              
                              88-9
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              Interpretations                                                            
                              89-53

FT- Actuaries World Indices

              Securities Listed                                                          
                              94-7

Front End Systemic Capture

              Modifications to 

Rule 123                                                                               
 99-38

Futures Commission Merchants

              Proposed Amendments to Minimum Financial and Related Report Requirements   
                              82-26, 82-38

GNMA

              Internal Control Policies, Cautionary Remarks and Request for Information  
                              77-43

              Margins                                                                    
                              78-82

G Orders

              Identification of Orders Pursuant to 

Section 11(a)(1)(G)                                                 79-43, 80-18, 83-42,
 86-23, 86-43
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              Revised Method of Identifying Orders                                       
                              80-32

              Market Orders to Sell Short                                                
                              85-28, 85-46

GTC Orders

              Confirmation of Orders                                                     
                              76-20, 77-40, 78-20, 78-49, 78-64, 78-74, 78-75,

                                                                                         
                              79-23, 79-26, 79-53, 79-5 7, 79-60, 79-62,

                                                                                         
                              79-64, 8 0-24, 80-2 8, 81-24, 81-31, 81-44, 81-46,

                                                                                         
                              82-16, 81-19, 82-42, 82-47, 83-8, 84-14, 86-16

              Confirmation in Ex-Dividend Stocks                                         
                              80-29, 80-31, 81-32, 82-20, 82-22, 83-14

Good Faith Deposits

              Municipal Securities                                                       
                              78-13

Government Securities Dealers

              Filing of Revised 

Form BD                                                                               
 87-24
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Gratuities (Rule 350)

              Increase in Limitations                                                    
                              78-56, 92-21

              Rebates and Gifts to Customers                                             
                              77-53, 78-9, 81-17

              Guidelines on Gifts and Entertainment                                      
                              97-53, 98-40, 99-53

Hanson PLC/Beazer PLC                                                                    
                              91-36

Incoming Mail

              Procedures for Review under 

Rule 342                                                                     78-86, 98-43

Independent Contractor Registered Representative                                         
                              82-43

Index Arbitrage

              Prohibitions on Frontrunning                                               
                              88-9

              

Rule 80A                                                                                 
                88-12

              Daily Reports                                                              
                              88-26
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Index Warrants                                                                           
                              90-49, 96-33

Indication Procedures                                                                    
                              97-23

Individual Investor Express                                                              
                              88-29

Information Facility

              Members of Member Organization Seeking Business Affiliations (list of)     
                              78-61

Initial Public Offerings                                                                 
                              93-19, 97-29

Initiation Fees

              Amendments to 

Rule 301                                                                                 
  82-59

Insider Trading

              Regulatory Initiatives                                                     
                              88-21, 89-16, 89-17

              Insider Trading and Securities Fraud Enforcement Act of 1988               
                              89-15

Interest and Dividend Payments                                                           
                              97-49
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Interest Rate Instruments                                                                
                              98-1

Intermarket Trading Restrictions

              NYSE/CME                                                                   
                              89-34

              NYSE/NYFE                                                                  
                              89-35

Intermarket Trading System (ITS)

              Pre-Opening Messages                                                       
                              79-74

              Questions and Answers on ITS                                               
                              80-25

              

Rule 15A                                                                                 
                81-30, 84-7, 85-19

              Rule Interpretations                                                       
                              82-2, 85-21

              ITS Block Policy                                                           
                              82-46, 84-3, 85-42

              Changes to Pre-Opening Application and Trade-Through Rule, Restatement of
 Block Trade Policy             83-34

              and Notification of ITS Plan
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              ITS Issues                                                                 
                              84-3

              Amendments to 

Rule 15 and 

15A                                                                            89-58,
 93-26

              Questioned Trades                                                          
                              78-42

              Marking Orders for Transfer Tax                                            
                              78-50

              Reporting Procedures                                                       
                              78-90

              Inquiry Center                                                             
                              79-21

              Pre-Opening Application                                                    
                              97-40

International Arbitrage

              

Rule 437 Rescinded                                                                       
                78-19

Interpretation of NYSE Rules

              Electronic Publication of NYSE Rules, Information Memoranda and
 Interpretation Handbook by               94-15
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              Compliance International, Inc.

Intra-Day Trading

              

Rule 95 Amendments                                                                       
                99-44

Investor Advisers Act 1940

              Rules under                                                                
                              79-15

Key Indicator Operations Report (KEOP)                                                   
                              83-11, 83-19, 83-21, 87-43

Leasing of Exchange Membership

              Guidelines and Transfer Fees                                               
                              78-4

              Methods of Acquiring                                                       
                              78-17

              Access                                                                     
                              78-68

              

Rule 325(e) Guaranty                                                                     
                78-4, 78-17, 78-93, 80-47, 89-11, 89-22, 89-23

Letters of Credit
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              In Commodity Accounts                                                      
                              77-21

Liabilities

              As Capital Withdrawn                                                       
                              77-5

Life Insurance

              For Margin Customers                                                       
                              79-55, 81-53, 82-14

Limit-at-the-Close (“LOC”) Orders                                                        
                              94-12, 97-20, 98-25, 99-37, 99-51

Limited Partners

              Interest in Order to Purchase or Sell                                      
                              76-43

Loans (See also Subordinated Agreements)

              Sale-and-Leaseback, Factoring, Financing and Similar Arrangements          
                              80-66

              Regulation of Securities Lending Activities                                
                              83-2, 83-15

              Treatment of Non-Purpose Loans                                             
                              83-23

              Reports of Borrowings and Loans (Amendment to 
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Rule 420)                                                  83-48

Long Sales

              Rescission of 

Rule 433                                                                                 
  83-48

Lost and Stolen Securities

              

SEC Rule 17f-1                                                                           
                77-39, 78-5, 78-94, 80-37, 83-42

Manpower International Inc. /Manpower PLC                                                
                              91-4

Mancor Inc. Debentures

              Advice to Personnel and Customers                                          
                              86-22

Margins (See also Regulation T and Extensions of Time)

              Commodity Accounts                                                         
                              77-1

              Amendments to 

Rule 431                                                                                 
  78-10, 78-47, 81-51, 82-57, 83-30, 85-16, 85-33,
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                              87-10, 87-27, 88-14, 96-10, 98-13, 98-25,

                                                                                         
                              99-59

              Broker/Dealer Clearance Accounts                                           
                              78-23

              Volatile Securities                                                        
                              78-44

              Special Initial Margin (Gambling Stocks)                                   
                              78-59, 78-63, 78-68, 78-76

              Special Initial Margin (Bally Mfg.)                                        
                              78-65

              On Shelf-Registered, Control and Restricted Stock                          
                              78-47

              GNMA                                                                       
                              78-82

              Modernizing and Simplifying Reg. T                                         
                              79-25

              Special Initial Margin - The Charter Co                                    
                              79-33

              Life Insurance (for Margin Customers)                                      
                              79-55, 81-53, 82-14

              Special Initial Margin (Class B Benquet)                                   
                              80-5, 80-7
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              Amendments to Margin Rules                                                 
                              81-51

              Regulatory News                                                            
                              82-56

              Amendment to 

Rule 432                                                                                 
   82-60

              Stock Index Options (CBOE)                                                 
                              83-10

              Stock Index Options (AMEX)                                                 
                              83-17

              Amendment to 

Rule 402(b): Margin/Loan Consent Agreement                                               
   83-22

              New Committee on Margin Rules Requests Suggestions                         
                              83-24

              Amendment to 

Rule 431(d)(2)                                                                           
   83-30

              AT&T Divestiture (Special Requirements)                                    
                              83-35, 83-38, 83-39, 83-41, 83-49, 83-52

              Impact of 1984 Holidays on Requests for Margin Extensions                  
                              83-53
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              Repurchase Transactions                                                    
                              84-17

              British Telecommunications PLC                                             
                              84-30, 85-17, 86-13

              Mutual Fund Shares                                                         
                              85-2

              Major Revisions of 

Rule 431                                                                             
 85-16

              Amendment to 

Rule 431(d)(2)-Option Margin Requirements                                                
   85-33

              Application of Reg. T to Trades of Broker/Dealers                          
                              86-30

              British Gas PLC                                                            
                              86-40

              Impact of 1987 Holidays-Margin Extensions                                  
                              86-47

              British Airways PLC                                                        
                              87-5

              Amendments to 

Rules 431 and 

432                                                                          87-10, 87-27
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              Increased Requirements For Broad Index Stock Group Options                 
                              87-36, 88-14

              British Petroleum Company, PLC                                             
                              87-44

              Amendment to 

Rule 431(f)(2)                                                                           
   88-14

              Foreign Debit Securities                                                   
                              88-24

              Impact of 1989 Holidays                                                    
                              88-33

              British Steel PLC                                                          
                              88-40

              International Mutual Funds                                                 
                              89-43

              Impact of 1990 Holidays - Margin Extensions                                
                              89-49

              Transactions                                                               
                              89-47, 90-11, 90-10, 90-24

              New 

Rule 434-Margin Extensions                                                               
            94-22
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              Amendments 1994                                                            
                              94-59

              Amendments and Proposed Changes                                            
                              96-19

              “Good Faith” Accounts                                                      
                              98-13, 98-25

              Amendments to Margin Requirements Regarding Options                        
                              99-59

Market-At-The-Close Orders

              Order Entry Requirements                                                   
                              95-18, 95-21

              Fines Under 

Rule 476A                                                                                
    94-2

              50 Pilot Stocks                                                            
                              87-12, 87-18

              Revised Procedures                                                         
                              90-34

              Cancellations and Reductions                                               
                              99-51

              Procedures for Handling Orders on Expiration Friday                        
                              87-13, 87-19, 87-28, 87-52, 88-4, 88-17, 88-38,

                                                                                         
                              88-42, 89-3, 89-9, 89-13, 89-20,
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                              89-25, 89-29, 89-32, 89-36, 89-40, 89-45, 89-50,

                                                                                         
                              89-54, 90-2, 90-5, 90-7, 90-11,

                                                                                         
                              90-19, 90-26, 90-30, 90-36, 90-40, 90-48, 90-50,

                                                                                         
                              90-52, 91-2, 91-3, 91-5, 91-15,

                                                                                         
                              91-17, 91- 21, 91-27, 91-30, 91-34, 91-38, 91-43,

                                                                                         
                              91-52, 92-1, 92-4, 92-7, 92-11,

                                                                                         
                              92-14, 92-17, 92-20, 92-22, 92-24, 92-27, 92-32-35,

                                                                                         
                              92-40, 92-41, 93-1, 93-4, 93-8, 93-11,

                                                                                         
                              93-16, 93-18, 93-21, 93-23, 93-27, 93-33, 93-38,

                                                                                         
                              93-40, 93-42, 93-46, 93-48, 93-53, 93-58,

                                                                                         
                              94-1, 94-4, 94-9, 94-10,

                                                                                         
                              94-13, 94-19, 94-21, 94-24, 94-26, 94-34, 94-42,
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                              94-48, 94-53, 94-58, 94-61, 94-64, 95-2, 95-5,

                                                                                         
                              95-8, 95-12, 95-15, 95-20,

                                                                                         
                              95-23, 95-26, 95-29, 95-35, 95-37, 95-38, 95-41,

                                                                                         
                              95-47, 95-49, 95-52, 96-2, 96-3,

                                                                                         
                              96-5, 96-8, 96-14, 96-17, 96-20, 96-21,

                                                                                         
                              96-22, 96-24, 96-27, 96-29, 96-31, 96-34, 96-40,

                                                                                         
                              96-41, 97-2, 97-11, 97-14, 97-17, 97-19, 97-24,

                                                                                         
                              97-25, 97-31, 97-34, 97-36, 97-42, 97-44,

                                                                                         
                              97-45, 97-48, 97-52, 97-54, 97-57, 98-2, 98-8,

                                                                                         
                              98-10, 98-11, 98-14,

                                                                                         
                              98-17, 98-18, 98-20, 98-23, 98-27, 98-29, 98-35,

                                                                                         
                              98-37, 98-41, 99-2, 99-7, 99-16,
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                              99-18, 99-24, 99-28, 99-36, 99-37

Market Makers and Specialists in Options

              Capital Impact on Brokers Carrying Accounts of Listed Option Market Makers
 or Specialists                76-41

              Extension of Exemption from Amendments to 

SEC Rule 15c3-1(a)(6) and 

(c)(2)(x) and Proposal to            76-47

              Additional Amendments

              Net Capital Applicable to Market Makers in OTC Securities                  
                              93-2

Market Regulation Review Committee

              Market Volatility                                                          
                              86-1, 87-26, 91-13, 90-6, 91-42

Marking Orders

              Long or Short                                                              
                              93-29, 97-3

Members

              Trading Accounts                                                           
                              78-40
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              New Exam                                                                   
                              92-10

              Public Business on Trading Floor                                           
                              91-25, 93-37

              Floor Brokerage Compensation                                               
                              98-34

              Floor Compensation Questionnaire                                           
                              98-36

Member-Membership-Member Firm

              

Rule 2                                                                                   
                76-43

              Age Requirements                                                           
                              76-56

              Membership Status-Proposed changes                                         
                              77-25, 94-49

              Methods of Acquiring Membership-Leasing, etc.                              
                              78-17

              Documentation                                                              
                              78-68

              Seat Financing                                                             
                              78-93

              Badge Numbers                                                              
                              79-19

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

296

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE2/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


              SEC and SIPC Registration                                                  
                              81-16

              Publication of Membership Sale Price                                       
                              85-7

              Member Financial Responsibility Standards                                  
                              87-4

              Changes to Requirements for Membership                                     
                              92-10

Member Corporations

              Exchange Approval                                                          
                              76-43

              Board of Directors                                                         
                              76-43

              Requirements                                                               
                              78-68

              Vincent, Thomas & Associates, Inc. Cessation of Broker/Dealer Activities   
                              86-37

              Suspension of Norwood Securities Corp                                      
                              86-46, 87-3

Midcap Index                                                                             
                              92-41, 93-8, 93-9, 93-49

Minimum Trading Variation                                                                
                              97-33, 97-35, 97-37

Misappropriation
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              By Employees                                                               
                              84-21

Money Laundering Control Act

              Reporting Suspicious Transactions                                          
                              89-5

Morrison Knudsen Corporation                                                             
                              96-18

Multiple Order Representation                                                            
                              94-55

Municipal Bonds Listed                                                                   
                              94-8

Municipal Securities

              Amendment to 

SEC Rule 15c3-1                                                                          
   76-27

              Amendments                                                                 
                              76-45, 77-2, 77-22

              

SEC Rule 15c3-1, SEC Release Nos. 34-14994 and 34-14995                                  
                78-52

              Series 7 Examination                                                       
                              78-66
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SEC Rule 15c3-1, SEC Release No. 34-15423                                                
                79-5

Mutual Fund

              International                                                              
                              89-43

Nationally Recognized Statistical Rating Organization (NRSRO)                            
                              98-1

NASD

              Short Sale Rule                                                            
                              94-46

NASD/NYSE

              Joint Regulatory Sales Practice Sweep Report                               
                              97-20

NYSE Directory & Guide

              Subscription Fees                                                          
                              77-59

              Electronic Publication                                                     
                              94-15

Next Day Contracts

              Last Day of Year Trades                                                    
                              79-69, 80-58, 82-65, 83-45
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              Floor Official Approval of Next Day Contracts                              
                              80-62, 81-62, 83-45

              Marking Orders                                                             
                              80-62, 81-60, 82-65, 83-45, 84-31

              Settlement                                                                 
                              85-14, 86-8

Non-Capital Borrowings

              

Rules 420(2) and 

420.60 Rescinded                                                                       
 80-9

Non-Member

              

Rule 2                                                                                   
                76-43

Non-Regular Way Settlement

              Pilot Program                                                              
                              86-8

              Floor Official Approval for Non-Regular Way Trades                         
                              99-52

Non-Regular Way Trades - 
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Form 132                                                                                 
     91-31, 93-22

Notice

              To NYSE of Change in Business Activities                                   
                              79-39

NYSE Off-Hours Trading                                                                   
                              91-19, 93-59

NYSE Systems Testing

              Y2K                                                                        
                              98-32

OARS

              Approval of Opening Automated Reporting Service (OARS) Rules               
                              80-50

              Revising OPG (No. 752) to OARS (No. 752)                                   
                              80-19

              General Information                                                        
                              81-5

Odd-Lot Trading Practices                                                                
                              91-29, 92-25, 94-14, 97-43

Off Board Trading

              Rules                                                                      
                              76-16, 76-55
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Rules 390, 

395, 

396 and 

54                                                                               77-50

              

Rule 390                                                                                 
                78-11

              

Form OBT                                                                                 
                80-45, 81-28

              Introduction of 

Form OBT, Surveillance of Off Board Trading by Members and Member                       
 80-45

              Organizations in 19c-3 stocks

Office Arrangement (Rule 343)                                                            
                              76-26, 78-1

Omnibus Accounts

              Deficits under 
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SEC Rule 15c3-1                                                                          
 77-30

On-Line Comparison System (OCS)                                                          
                              98-43

Open Orders

              Reconfirmation Semi-Annually                                               
                              77-49

Operations

              Training more Operations People                                            
                              81-14

              Key Indicator Operations Report                                            
                              83-11, 83-19, 83-21

              Regulatory News: Soft Spots in Operations Reviewed                         
                              83-24

Opening Procedures

              Midcap 400 Index Stocks                                                    
                              92-41

              Ten-minute Indication Procedures                                           
                              97-23

Options

              Net Capital Rule                                                           
                              76-12
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              Operational Capability and Proposed Margin Requirements                    
                              76-22

              Put Option Program                                                         
                              76-29, 77-12

              Margin 

Rule 432(d)(2)                                                                           
         76-32

              Market Makers and Specialists SEC Release No. 34-12148                     
                              76-41

              Registered Options Principal Exam                                          
                              76-42

              Specialist Requirements                                                    
                              76-49

              Market Makers and Specialists(a)(6) and (c)(2)(x)                          
                              77-18

              Straddles SEC Release No. 34-13622                                         
                              77-33

              Market Maker (c)(2)(x), (a)(6) and (a)(7) SEC Release No. 34-13623         
                              77-33

              1000% Test in Subordination Agreement                                      
                              77-37

              Straddles SEC Release No. 34-14538                                         
                              78-15
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              Foreign                                                                    
                              78-38

              Rule Amendment Proposal                                                    
                              80-3

              “Upstairs” Option Rules Adopted                                            
                              80-16

              Allocation of Exercise Notices                                             
                              80-27

              Guidelines for Handling Transactions/Communications                        
                              80-27, 91-39

              Registration of Options Principals                                         
                              80-48

              On Exempted Debt Securities                                                
                              81-47, 82-57

              Net Capital Treatment of Listed GNMA Options                               
                              81-50

              SRO Cooperation to Regulate Options Sales Practices                        
                              82-56

              PHLX Foreign Currency Options                                              
                              82-62

              CBOE Stock Index Options                                                   
                              83-10

              NYSE Index Options-Amendments to 

Rule 431(d)(2)                                                          83-30
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              Escrow Letters to Cover Short Broad-Based Stock Index Options              
                              84-13

              Specialists Use of Listed Options to Hedge Positions                       
                              85-8

              Amendments to 

Rule 431(d)(2) Options Margin                                                            
  85-33

              Supplement to Options Disclosure Document                                  
                              87-14

              Revision of Options Disclosure Document                                    
                              87-45

              Split Expiration of Index Options and Futures on June 19                   
                              87-17

              Amendments to 

Rule 431(f)(2)                                                                           
  88-14, 99-59

              NSCC/OCC - Options Account Transfer                                        
                              88-20

              Automated Reporting of Options Trade Data                                  
                              88-44, 89-8

              Adoption of Rules - Uncovered Short Accounts                               
                              89-39

              Increased Option Position and Exercise Limits for Hedged Positions         
                              90-14
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              Position and Exercise Limit Exemptions for Hedged Equity Option and Index
 Option Positions               91-44

              Competitive Options Traders' Restrictions on Principal/Agency Trading      
                              92-12

              Long-Term Equity Options                                                   
                              92-13

              Capture and Submission of Trade Information                                
                              95-34

              Increased Position and Exercise Limits                                     
                              95-48

              Restriction of Exercises of NYA Index Options                              
                              96-26

              

Rule 704-Position Limits                                                                 
                96-28

              

Rule 705-Exercise Limits                                                                 
                96-28

              

Rule 96-Limitation on Trading Because of Options                                         
                94-37

              Net Capital Haircuts                                                       
                              97-38
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Order Identification

              SEC 11(a)(1)                                                               
                              78-22

              SEC 11(a)(1)(G)                                                            
                              79-43

Orders (See also G Orders, GTC Orders, COD/POD Orders and Percentage Orders)

              Open Order Reconfirmation                                                  
                              77-49, 93-31

              Transmission                                                               
                              79-28

              Revised Format - Floor Reports                                             
                              79-58, 79-70

              Fictitious Orders - Honeywell Inc.                                         
                              80-34

              Marking Orders                                                             
                              81-60, 82-65, 83-45

              Not Held Orders/RCMM                                                       
                              82-51

              Marking Orders Long or Short                                               
                              83-25, 93-29

              At-the-Close Orders (See Market-on-Close)                                  
                              84-10, 84-34, 84-35, 85-13, 85-18, 85-27, 85-28,

                                                                                         
                              85-41, 85-47, 86-10, 86-23, 86-32, 86-43,
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                              86-44, 87-12, 95-18, 95-21

              Record Retention                                                           
                              86-19

              Stop Order Executions                                                      
                              88-7, 88-39, 93-13

              “Opening Only” Orders                                                      
                              88-36

              Customer Orders Via SuperDot                                               
                              89-6, 92-15, 92-43, 93-12

              Time-Recording of Orders                                                   
                              89-55

              Electronic Transmission                                                    
                              89-6, 92-15, 92-43, 95-39

              Limit-at-the Close (“LOC”) Orders                                          
                              94-12, 95-30

              Display by Specialist of Customer Limit Orders (11Ac1-4) Requirement       
                              96-30

              Best Execution                                                             
                              97-8

              Amendments to 

Rule 79A                                                                                 
  97-51
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              Systemic Order Entry                                                       
                              98-26

              Percentage Orders                                                          
                              99-13

              COD/POD (Rule 387)                                                         
                              99-25

OTC Derivatives Dealer                                                                   
                              98-1

OTC Market Makers                                                                        
                              90-23

Overnight Comparison System

              Audit Trail Data                                                           
                              89-31, 94-27

              “T+1”                                                                      
                              89-33, 89-57, 89-62, 93-25

              Full Implementation                                                        
                              90-31

              Locked-In Comparison                                                       
                              94-27

Over-Riding Commissions                                                                  
                              76-26

Owning 5% of Outstanding Voting Stock Partnerships                                       
                              76-43

              Request for Comment re: Article IX Sec. 8, Approved Persons                
                              76-35
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              Articles, Submission under 

Rule 313                                                                      76-43

PAIB (Proprietary Accounts of Introducing Brokers)

              Agreements                                                                 
                              99-21

              SEC No-Action Letter                                                       
                              99-26

              Year End Customer and PAIB Reserve Formula Computations                    
                              99-50, 99-58

PC FOCUS Survey                                                                          
                              94-18

Penny Stock Fraud

              SEC Notice to Investors                                                    
                              89-1

Percentage Orders

              Redefinition: 

Rules 13 and 

123A                                                                          77-24

              Question and Answers                                                       
                              77-35
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              Examples, Questions and Answers, 

Rules 13 and 

123A                                                       79-50

              Summary Fines and Other Enforcement Actions                                
                              86-20

              Reminder                                                                   
                              87-8

              Amendments to Facilitate “CAP Orders”                                      
                              87-21

              Amendments to 

Rules 13 and 

123A                                                                          99-13

Performance

              Evaluation of Specialists                                                  
                              76-38

              New Specialist Performance Measure                                         
                              95-32

Philadelphia Stock Exchange

              Foreign Currency Options                                                   
                              82-62
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Physical Access Memberships

              Applications                                                               
                              79-44

              

Rule 325(e) Guaranty                                                                     
                89-22, 89-23

Physical Examination

              Annual Exam - Floor Employees                                              
                              81-22

Possession and Control (See also 

SEC Rule 15c3-3)

              FOCUS                                                                      
                              76-23, 77-13, 77-26, 77-34, 77-44, 77-46

              Industry Committee Report on Problems                                      
                              86-24

              Status of DTC Preparation for System Changes                               
                              86-26

Postal Service

              Presorting Mail                                                            
                              78-79

Postal Strike
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              Contingency Plans                                                          
                              78-58

Prepayment on Sales

              Rescission of 

Rule 440K                                                                                
  82-60

Primary Purpose Test

              Rescission of Related Rules; Article IX, Sec. 7(b)(4) and 

Rule 318(a) and 

318.12                         80-14

Prime Broker

              Arrangements                                                               
                              94-6, 94-28

              Extension of Prime Brokerage Arrangements No Action Letter                 
                              96-4

Program Trading

              Daily Filing of Information                                                
                              88-11, 88-26, 90-1, 90-25, 92-23

              Implementation of 
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Rule 80A                                                                              
 88-12

              Intermarket Trading Restrictions                                           
                              89-34, 89-35

Proxy Rules (Amendments)

              

Rule 450-Restriction on Giving Proxies                                                   
                94-41

              

Rule 451-Transmission of Proxy Material                                                  
                94-41

              

Rule 452-Giving Proxies by Member Organization                                           
                94-41

              

Rule 465-Transmission of Interim Reports and Other Material                              
                94-41

              Telephone Proxy Voting Systems                                             
                              95-36

Public Business

              By Members on Floor                                                        
                              91-25, 93-37
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              New Exam Module (Series 7B) Floor Clerks                                   
                              94-31

Publicly Held Security

              Definition - Article I                                                     
                              76-43

Qualified Venders

              

Rule 387                                                                                 
                99-25

Quarterly Security Counts and Verifications

              

SEC Rule 17a-13                                                                          
                77-11

Questioned Trades (See also 

Rule 134)

              Procedures                                                                 
                              78-36, 78-46, 87-7

              Expanded Processing                                                        
                              78-39, 78-41

              ITS                                                                        
                              78-42
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              Cautionary Remarks                                                         
                              78-70

              Proposed New Form                                                          
                              78-85

              Confirmation and Contra Badge Number                                       
                              79-24

              New QT Form                                                                
                              79-31, 79-48, 79-52

              WI-WD Procedures                                                           
                              79-46

              Seminar - Upstairs Personnel                                               
                              79-47

              Availability of Forms                                                      
                              79-51

              Study                                                                      
                              79-68

              Cautionary Remarks                                                         
                              80-4, 84-18

              Procedures: “When Issued” and “When Distributed” Dealing                   
                              80-52

              Increased Incidence                                                        
                              83-28

              Procedures - Disciplinary Action                                           
                              86-9

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

317

http://researchhelp.cch.com/License_Agreement.htm


              Revision of 

Rule 134 Bond Transaction QT Procedures                                                  
    86-34

Questions

              ITS Inquiry Center                                                         
                              79-21

Questionnaire

              Special, Due to Market Conditions                                          
                              79-59

Quotations, Dissemination of

              

NYSE Rule 60, 

SEC Rule 11Ac1-1                                                                         
  78-48

              Firm Quote Rule                                                            
                              79-13

Rebates and Gifts to Customers (Rules 350 and 

353)                                                                     81-17

Recordkeeping Auditing and Reporting                                                     
                              76-31
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              Floor Broker                                                               
                              78-40, 84-24

              Agreements - Repurchase Transactions                                       
                              87-17

              Currency and Foreign Transactions Reporting Act                            
                              82-28, 85-12, 86-2

              Retention of Records                                                       
                              85-25, 85-29, 86-19

              

SEA Rule 17a-23(c) - B/D Trading Systems                                                 
                95-24, 95-22

              Requirements for Forward Settling Repurchase Agreement Transactions
 (“Forward Repos”)                    96-13

              Treasury Rules - Large Positions                                           
                              97-18

Record Maintenance Fees                                                                  
                              77-3, 77-59

Registered Competitive Market Maker

              Request for Participation                                                  
                              78-88

              Extended Approval (Temporary) of 

Rule 107                                                                79-45
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              Not Held Orders                                                            
                              82-51

Registered Competitive Traders

              Capital Requirement                                                        
                              77-4

              Amendment to 

Rule 107                                                                                 
   79-65

Registered Employees

              Acceptability Procedures - 

Rule 308                                                                      76-40, 92-6

              Termination Notice                                                         
                              76-54

              Records Maintenance Fees                                                   
                              77-3

              Annual File Fee                                                            
                              77-59

              Uniform Application                                                        
                              78-2

              Series 7 Exam, MSRB                                                        
                              78-66

              Qualifications in Accordance with Activities                               
                              78-77
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              RR Candidates                                                              
                              78-34

              Agreement                                                                  
                              79-42

              Limited Activities                                                         
                              80-39

              Independent Contractors                                                    
                              82-43

              Amendments to 

Rule 345                                                                                 
  83-48, 88-3

              Revised 

Forms U-4 and 

U-5                                                                                85-20

              Employees of Foreign Affiliates                                            
                              88-41, 93-54

              Timely Filing of 

Forms RE-3 and 

U-5                                                                      90-17

              Increase in Registered Person Annual Fee                                   
                              95-27
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              Web CRD                                                                    
                              99-30, 99-31

Registered Options Principal

              Examination                                                                
                              76-42, 79-67

              Revised Exam                                                               
                              80-23

              Registration                                                               
                              80-48

Registered Representative Exam

              (See Examination Administration)

Regular Way Settlements

              Next Day Contracts, Marking Orders and Last Trade Date                     
                              80-58, 81-60, 82-65, 83-45, 84-31, 84-34, 85-45,

                                                                                         
                              86-45, 89-61, 91-49, 92-37, 93-51, 94-63,

                                                                                         
                              96-39

Regulation ATS                                                                           
                              99-23
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SEC Rules 300-

303                                                                                      
  99-23

Regulation G

              Proposed Amendment                                                         
                              81-58

Regulation M

              Offerings and Distributions of Securities                                  
                              97-12, 97-41

Regulation T (See also Margins)

              Broker/Dealer Clearance Accounts                                           
                              78-23

              Modernizing and Simplifying                                                
                              79-25, 79-73

              Amendments and Examples of Their Effects                                   
                              80-22

              Amendments - 1980                                                          
                              80-20, 80-22

              Proposal to Delete Para. 220.6(j), Foreign Currency                        
                              81-1

              Deletion of Para. 220.6(j)                                                 
                              81-38
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              Modernizing and Simplifying, call for comments                             
                              81-43

              Amendments to Requirements for Options on Exempted Debt Securities         
                              81-45

              Options on Exempted Debt Securities                                        
                              81-47, 82-57

              Amendment, Section 220.6(h)                                                
                              81-55

              Proposed Amendment to Revise Criteria for Inclusion on list of OTC Margin
 Stocks                         81-58

              Amendment, Credit by B/Ds                                                  
                              82-3

              Amendments Reflected on Series 7 Exam                                      
                              82-10

              FRB s Proposal to Modernize                                                
                              82-24

              Amendments                                                                 
                              82-34

              NYSE Response to Proposed Amendments                                       
                              82-40

              Amendments - 1983                                                          
                              81-3, 83-20, 83-26

              90-day Freeze and Letters of Free Funds                                    
                              84-29
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              Margining Mutual Fund Shares                                               
                              85-2, 85-5

              Amendments - ESOPs                                                         
                              85-22

              Application to Trades of Broker/Dealers                                    
                              86-30, 87-22

              Dividend Roll Programs                                                     
                              88-19

              Foreign Debit Securities                                                   
                              88-24

              Stock Loans by Broker/Dealers                                              
                              88-34

              Amendments - Foreign Securities Transactions                               
                              89-47, 90-11, 90-10, 90-24

              Amendments 1994                                                            
                              94-59

              Amendments and Proposed Changes                                            
                              96-19

              Good Faith/Exempt Accounts                                                 
                              98-13, 98-25

Regulation U

              Proposed Amendments                                                        
                              81-58

Regulatory Initiatives
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              Amendments to 

Rules 342, 

351, 

476 & 

476A                                                                 88-21

              Customer Complaint Statistics                                              
                              88-35, 89-28, 89-51

              Quarterly Reports - Insider Trading                                        
                              88-21, 89-16, 89-17

              Compliance Report - Annual                                                 
                              88-21, 89-18

              Joint Statement on Broker-Dealer Risk Management Practices                 
                              99-42

              Compliance Officials                                                       
                              88-21, 89-30, 89-37, 89-59, 90-9

Regulatory News

              Insurance Study; Capital and Margin; Field Examinations; Floor Market
 Making; 

Section 11(a);             78-43

              Registration Trends; RR Application paperwork; AMEX Cooperation;
 Disciplinary Procedures;
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              Financial Memberships; Know Your Customer

              Capital Needs; Insurance study; Regulatory Burden; Rules under study;
 Supervisory Exam; Service          78-71

              Bureaus; Fingerprinting; Customer Attitudes

              Decreased Reporting and Exchange Approval; Easing Credit Terms; Capital
 Formation; know your             78-78

              customer

              Sales Supervision; Supervisory Tests; Joint Examiner Visits; Growth in
 Customer Accounts;                78-83

              Educational Interface; Computer Assistance; QTs; Volume; Member Guarantees

              Insurance                                                                  
                              79-3

              Uptrend in member organizations; subordinated loans; Fidelity Insurance;
 Disciplinary Decisions;         79-12

              SRO Conference; Patterns of Misconduct

              Regulatory Highlights of 1978                                              
                              79-14

              SEC Options Study; Examiners Increased; Sales Surveillance; Trading
 Control; Complaints; Early           79-22

              Warning; Capital

              Arbitration; Joint Options study; Insurance; Supervision; Fidelity
 Coverage; Commodities                 79-49
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              Regulatory Highlights-Fall 1979                                            
                              79-66

              Exchange introduces “Eagle” System                                         
                              80-2

              FOCUS Survey; SIMQUE; Hiring Increases; Options Seminar                    
                              80-13

              Services by Regulation and Surveillance; Finance Documents and New Firms;
 FOCUS Feedback;                80-26

              Options; Advertising; Supervising Coordinators

              FIN/OP Regulatory Methods; Examiners; Incomplete Applications; SIPC        
                              80-46

              New Advisory Committee; R&S Consultant; Highlights of 1980; Meetings with
 Member                         81-2

              Organization

              Training More Operations People                                            
                              81-14

              Regulation and Surveillance of Sales Practices                             
                              81-18

              Proposal to Cut Net Capital Requirements                                   
                              81-23

              Solicitation of Comments on Rules; Liaison Visits; Member Firm Sales
 Network                             81-35
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              Requests for Opinions on Rules                                             
                              81-49

              Margin Life Revised                                                        
                              81-53

              Insurance; Carrying Agreements; Offshore Loan Scam                         
                              81-56

              New Cases of Misappropriation and Conversion                               
                              82-1

              Summary of Regulatory Activities-1981                                      
                              82-12

              Progress on Intermarket Surveillance                                       
                              82-21

              Coordinator and Examiner Staffs Reorganized                                
                              82-30

              Misappropriation of Funds; Concentrated Securities Positions; SIPC; 

Rule 387                             82-39

              David Marcus to Lead R&S                                                   
                              82-50

              Rating Institutional Credit; SEC Silver Crisis Report; FED Margin Study;
 Options Sales Practices         82-56

              Member Firm Regulatory Services                                            
                              82-61

              Self-Regulation and the “Bottom Line”                                      
                              83-5
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              ADP Capacity Review; Diversion Scheme in Reorganization Department         
                              83-16

              Soft Spots in Operations; New Committee on Margin Rules; Solodar to Lead
 Market Surveillance             83-24

Regulatory Requirements for Members and Firms Conducting a Public Business

              Examinations for Floor Members & Clerks                                    
                              91-25, 93-37, 94-31, 97-1, 97-4, 99-12

Relocation

              M. F. Regulation and Enforcement & Regulatory Standards Division           
                              86-29

Remote Checking

              Customers                                                                  
                              79-11

Reports to Control Persons

              

Rule 354 Adopted                                                                         
                89-18

Reports to the Exchange (See also FOCUS)

              Floor-Revised Format                                                       
                              79-58

              Special Questionnaire                                                      
                              79-59
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              Amendment to 

Rule 421 (Periodic Reports)                                                              
   82-60, 93-15

              New Key Indicator Operational Reports                                      
                              83-11, 83-19, 83-21

              Amendment to 

Rule 420 (Reports of Borrowings and Loans)                                               
   83-48

              Financial Report (SEC 17a-5)                                               
                              88-18

              

Rule 351(e) -Written Statements as to Trading                                            
                88-21, 89-16, 89-17

              

Rule 351(d) -Complaints                                                                  
                88-21, 88-35, 89-28, 89-51, 92-38, 94-38, 98-16,

                                                                                         
                              99-32, 99-41

              Program Trading                                                            
                              88-11, 88-26, 90-1

              “Short” Position Reports                                                   
                              89-63
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              Reports of Listed Securities Transactions Effected Off the Exchange        
                              92-32, 92-33

              

Rule 410B Off Board Trading Data                                                         
                92-36, 93-6, 95-14

              Revision of 

Form RE-3                                                                                
    97-21

              Focus Filing Dates                                                         
                              99-22

              Millennium Questionnaire (Y2K)                                             
                              99-35

Repurchase Transactions/Agreements

              Guidelines                                                                 
                              84-17

              Proposed Amendments to SEC Rules                                           
                              86-35

              Adoption of Amendments to SEC Rules                                        
                              87-23

              Clarification or Recordkeeping Requirements for Forward Repurchase
 Agreements                            96-13

Research Reports
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              Fraudulent                                                                 
                              78-57

              Amendments to 

Rules 472, 

474A & 

474B                                                                     84-2

              Amendments to 

Rules 472                                                                                
  98-3

Restricted Stock

              Margins on                                                                 
                              78-47

Restrictions on Corporate Members                                                        
                              76-43

Retention of Orders

              

SEC Rules 17a-3 and 

17a-4                                                                               
 77-20, 85-25, 85-29

Risk Management
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              Joint Statement on Broker-Dealer Risk Management Practices                 
                              99-42

Rules (See also Amendments. Rescissions and Adoptions of NYSE Rules)

Rule 13

              Questions and Answers; Examples                                            
                              77-35, 79-50, 99-13

Rule 27

              Regulatory Cooperation                                                     
                              96-25

Rule 35

              Floor Employees to be Registered                                           
                              94-17, 99-20, 99-39

Rule 64

              Trade Settlement Periods                                                   
                              94-36, 97-33, 99-52

Rule 78

              Tax Switching Transactions                                                 
                              99-56

Rule 79A                                                                                 
                              97-51, 98-22
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Rule 79A.30 - Floor Official Approval/2 Points/Last Sale                                 
                94-35, 97-33

Rule 80A

              Circuit Breakers                                                           
                              98-22, 99-8, 99-17, 99-34, 99-44

Rule 80B

              Circuit Breakers                                                           
                              96-23, 99-17, 99-34

              Trading Halts due to Extraordinary Market Volatility                       
                              97-7, 97-40, 98-5, 98-15, 98-21, 98-33,

                                                                                         
                              98-45

Rule 95

              Intra-Day Trading                                                          
                              94-44, 97-33

Rule 96

              Limitation on Members Trading/Options                                      
                              94-37

Rule 97

              Limitation on Members Trading Because of Block Positioning                 
                              98-31
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Rule 98

              Restrictions on Approved Persons Associated With Specialist                
                              95-13

Rule 103C

              Listed Company Relations Proceedings                                       
                              95-40

Rule 104

              Rules on Specialist Investment Accounts                                    
                              95-13

Rule 105

              Minor Violations (Rule 476A)                                               
                              98-22

Rule 107

              Registered Competitive Market Makers                                       
                              94-50

Rule 108

              Parity on Orders                                                           
                              78-22

Rules 110 & 

111
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              Competitive Traders                                                        
                              94-50

Rule 115

              Disclosure of Specialists Orders Prohibited                                
                              99-29

Rule 116

              “Stop” Constitutes Guarantee                                               
                              97-33

Rule 118

              Orders to be Reduced and Increased on Ex-Date                              
                              97-33

Rule 121

              Records of Specialists                                                     
                              98-43

Rule 123

              Questions and Answers; Examples                                            
                              77-35, 79-50, 98-43

              

Rule 123A                                                                                
                97-33, 99-13

              

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

337

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE115/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE116/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE118/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE121/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE123/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE123A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


Rule 123B                                                                                
                97-33

              Front End Systemic Capture                                                 
                              99-38

Rule 124-(A)

              Odd-Lot Orders                                                             
                              97-43

Rule 127

              Block Positioning                                                          
                              97-33

Rule 132

              Audit Trail & Locked-In Comparison                                         
                              94-27

Rule 134 (Questioned Trades)

              Procedures                                                                 
                              78-36, 78-46

              Expanded Processing                                                        
                              78-39, 78-41

              ITS                                                                        
                              78-42

              Close out of QT                                                            
                              78-60
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              WI-WD Procedures                                                           
                              79-46

              Bond Transactions QT Procedures (Rule Revisions)                           
                              86-34

Rule 227

              Depository Eligibility of Securities Listed                                
                              95-25

Rule 301

              Proposed Transfer or Lease of Membership                                   
                              94-17

Rule 304A

              Examination Requirements                                                   
                              97-1, 97-4, 97-15, 98-30, 98-39, 99-12

Rule 311(f)

              Permit Approval by Exchange of Member Organizations in Other Than
 Partnership or Corporate

              Form                                                                       
                              94-49

Rule 320

              (d) Member Corporations Dealing in their own or Subsidiaries Publicly Held
 and Traded Securities         76-51

              (e) Guaranty                                                               
                              89-22, 89-23
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Rule 321

              Clarification of the Term “Control” & Substituting the Word “Subsidiary”
 for the word “Affiliate”        94-43

Rule 325

              Capital Requirements For Individual Members and Member Organizations       
                              95-1

Rule 326

              Treatment of Fixed Assets                                                  
                              77-5

Rule 342

              Procedures for Review and Retention of Incoming mail                       
                              78-86, 98-3

              Proprietary and Employee Trading Reviews                                   
                              88-21

              RR Communications to Customers                                             
                              98-3

Rule 344

              Supervisory Analysts                                                       
                              97-15, 99-40

Rule 345
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              Floor Employees                                                            
                              99-20

              Elimination of the Series 7B Examination                                   
                              99-55

Rule 345A

              Continuing Education of Registered Persons Update                          
                              94-20, 97-16, 97-50, 98-3, 98-12, 98-19, 98-8,

                                                                                         
                              99-45

              Applicability of the Continuing Education Program Regulatory Element
 Requirements to Officers

              and Approved Persons                                                       
                              95-51

Rule 350

              Compensation or Gratuities to Employees of Others                          
                              97-53, 98-40

              Floor Employees                                                            
                              99-20, 99-53

Rule 351(d)

              Reports of Customer Complaint Statistics                                   
                              94-38, 98-16, 99-32, 99-41

Rule 382
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              Carrying/Clearing Agreement                                                
                              97-32, 99-21, 99-33, 99-54

Rule 387

              Extension Guidelines for Accounts Preparing to Participate in an ID System 
                              82-69

              Interpretation                                                             
                              82-68, 83-4

              Application                                                                
                              83-31

              Compliance                                                                 
                              85-24

              Amendments                                                                 
                              87-46, 99-25

              Application to Same Day Funds Settlement                                   
                              87-49, 88-16

              Affirmation Rate                                                           
                              93-31

Rule 390

              Market Responsibility                                                      
                              97-12

Rules 391 and 

392
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              Rescission of Rules                                                        
                              93-50

              

Rule 392 - Offerings                                                                     
                97-41, 98-22

Rules 405 and 

406

              Members Accounts                                                           
                              78-80

              Customer Accounts                                                          
                              81-9

              Carrying Agreements                                                        
                              82-18

Rule 409

              Statements of Accounts to Customers                                        
                              97-32, 97-56

Rule 410B

              

Rule 410B Reporting                                                                      
                95-14

Rule 412
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              Forums on Proposed Rule Amendments                                         
                              85-35

              Adopted Rule Amendments                                                    
                              85-43

              Revised Interpretations/Forms                                              
                              86-4

              Phase-In Effectiveness of Rule                                             
                              86-7, 86-12

              Full Implementation, Enforcement, Clarification of Requirements            
                              86-18

              Transfer Initiation Forms                                                  
                              86-21

              Definition of “Nontransferable Assets”                                     
                              86-28

              Options                                                                    
                              88-20

              Rejects                                                                    
                              90-29

              Liquidations of Money Market Funds                                         
                              90-44

              Imposition of Charges                                                      
                              91-7

              Residual Credit Processing                                                 
                              91-24
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              “Customer Account Transfer Contracts” and Related Interpretations          
                              94-47, 99-1, 99-10, 99-14

              Monitoring Procedures & Distribution of Regulatory Report                  
                              91-40

Rule 414

              Index and Currency Warrants                                                
                              96-33

Rule 416

              Floor Compensation Questionnaire                                           
                              98-36

Rule 431 (See also Margins)

              Monitoring Procedures and Distribution of Regulatory Report                
                              91-40

              Broker/Dealer Clearance Accounts                                           
                              78-23

              Volatile Securities 431(d)(1)                                              
                              78-44

              Special Initial Margins                                                    
                              78-59, 78-63, 78-65, 78-69, 78-76, 79-33, 79-40,

                                                                                         
                              80-5, 80-7, 98-13, 98-25

              Members Accounts                                                           
                              78-80
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              GNMA Transactions                                                          
                              78-82

              British Telecommunications                                                 
                              84-30

              Amendments Regarding OTC Options and Interest Rate Composites              
                              96-10

              Exempt Securities                                                          
                              98-13, 98-25

Rule 434

              Required Submission for Extensions of Time for Payment/Delivery of
 Securities                            94-22, 98-9

Rule 437

              Y2K Testing                                                                
                              99-4

Rule 440

              Books and Records                                                          
                              98-3

Rule 440A

              Telephone Solicitation                                                     
                              97-26

Rule 440B

              NASD Short Sale Rule                                                       
                              94-46, 97-3
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Rule 440B.13 - Making Sell Orders Long or Short                                          
                97-3

Rule 440 I

              Adoption of New 

Rule 440 I (Records of Compensation Arrangements - Floor Brokerage)                     
 99-47

Rule 450 (See also Proxy Rules)

              Restriction on Giving Proxies                                              
                              94-41

Rule 451 (See also Proxy Rules)

              Transmission of Proxy Material                                             
                              94-41, 97-32

Rule 452 (See also Proxy Rules)

              Giving Proxies by Member Organization                                      
                              94-41

Rule 460.10

              Specialist Control Relationship with Specialty Stock Company               
                              81-34
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Rule 460.30 - Notification with Respect to Approved Persons of Specialists               
                97-41

Rule 465 (See also Proxy Rules)

              Transmission of Interim Reports                                            
                              94-41, 97-32

              Mailings to Shareholders                                                   
                              94-65

Rule 472

              Communications with Public                                                 
                              94-65, 97-26, 98-3

Rule 476A

              Adoption of Rule                                                           
                              85-6

              Additional Rules List to 

Rule 476A                                                                       85-23,
 87-30, 98-22

              Applicability to 

Rule 412                                                                               
 86-18

              Percentage Orders                                                          
                              86-20

              Addition of 
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Rule 762                                                                                 
    86-25

              Fines Imposed - 

Rule 132                                                                                
 86-27

              Amendment                                                                  
                              88-21, 90-22

              Prompt Responses                                                           
                              90-17

              Addition of 

Rules 80A(c) and 

(d), 

116.30, 

704, 

705, 

780.10(b)                                            92-8

              Addition of 

Rule 758(b)(ii)(A)                                                                       
    92-12
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              Market-at-the Close (“MOC”) Order                                          
                              94-2

              Addition of 

Rules 72(b) and 

410A                                                                         94-23

              Additional Rules Subject to 

476A                                                                         94-52,
 95-46, 96-16, 98-22

Rule 476(a)(11)

              Disciplinary Proceedings Against Members, Member Organizations, etc.       
                              96-25

Rule 477

              Retention of Jurisdiction-Failure to Cooperate                             
                              96-25

Rule 621(c)

              Interpretation of the Provisions of the Code and Enforcement of
 Arbitrator(s) Rulings                    8-42

Rule 704

              Position Limits                                                            
                              96-28
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Rule 705

              Exercise Limits                                                            
                              96-28

Rule 721

              Opening of Accounts                                                        
                              97-32

              Uncovered Short Options - Disclosure                                       
                              97-32

Rule 722

              Supervision of Accounts                                                    
                              95-7

Rule 725

              Confirmations                                                              
                              97-32

              Delivery of Options Disclosure Document                                    
                              97-32

Rule 726

              Prospectus                                                                 
                              97-32

Rule 730

              Statements of Options Accounts                                             
                              97-32
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Rule 758A

              “Trade or Fade” Requirement for Specialist                                 
                              94-45

Rule 781(a)

              Allocation of Exercise Assignment Notices                                  
                              97-32

Rumors

              Circulation of                                                             
                              80-41

Sales Practices

              Supervision                                                                
                              86-17

              Joint SRO Sweep Report                                                     
                              97-20

SEA Rule 10a-1

              Proposed Amendment                                                         
                              92-19

SEA Rule 17a-23

              Broker/Dealer Trading Systems                                              
                              95-22
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              Delayed Effective Date 17a-23(c)-Recordkeeping Requirements                
                              95-24

SEA Rule 15c3-1

              Amendments -1976                                                           
                              76-41

              Options Specialists (a)(6) and (c)(2)(x)                                   
                              76-47

              Options Specialists (a)(6) and (c)(6)(x)                                   
                              76-49

              Municipal Securities                                                       
                              77-2, 77-22, 77-38

              Short Term Commercial Paper                                                
                              77-2, 77-17

              Options Market Makers or Specialists                                       
                              77-18

              Commodities App. B                                                         
                              77-21

              Interpretation SEC Release No. 34-13565 Consolidated Subsidiary
 Requirements                             77-30

              Options Market Maker (c)(2)(x) and (a)(6)-SEC Release No. 34-13623         
                              77-33

              Options Straddles - SEC Release No. 34-13622                               
                              77-33

              Subordination Agreement 1000% Test                                         
                              77-37
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              Transfer Tax Receivable                                                    
                              77-48

              Municipal Securities                                                       
                              78-13

              Options Straddles SEC Release No. 34-14538                                 
                              78-15

              Municipal Securities SEC Release No. 34-14994 and 34-14995                 
                              78-52

              Municipal Securities SEC Release No. 34-15423                              
                              79-5

              Commodity Amendments and App. B SEC Release No. 34-15898/9                 
                              79-37

              SIA Recommendations                                                        
                              79-75

              Proposed Changes                                                           
                              80-55, 80-59

              Time Extensions for Commenting on Proposed Amendments                      
                              81-4

              Amendments Relating to Commodities                                         
                              81-21, 81-39

              NYSE Proposes Cuts to SEC 

Rule 15c3-1                                                                    81-23
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              Net Capital Treatment of Listed GNMA Options                               
                              81-50

              Adoption of Amendments                                                     
                              82-4

              Haircuts and other items: Proposed Interpretation and Amendments           
                              82-5

              Fails to Deliver, Fails to Receive: Proposed Interpretation and Amendments 
                              82-6

              Modification of Member Firm Documents to reflect adoption of amendments    
                              82-15

              Proposed Amendments under SEC Release No. 34-18418                         
                              82-17

              NYSE Response to SEC's Recently Adopted and Proposed Amendments to Uniform

 Net                           82-23

              Capital rule

              Adoption of Amendments                                                     
                              82-32, 82-36

              FOCUS Report Changes Affected by Amendments                                
                              82-37

              Adoption of Amendments                                                     
                              84-25

              British Telecommunications PLC                                             
                              84-3, 85-17, 86-13
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              Concept Release (SEC Request for Comments)                                 
                              85-4

              Proposed Amendments by SEC Release No. 34-21865                            
                              85-11

              NYSE Response to SEC Request for Comments on Proposed Amendments           
                              85-31

              Proposed Amendments to Subparagraph (c)(2)(vi)(F)                          
                              85-39

              Proposed Amendments - Repurchase Agreements                                
                              86-35

              British Gas PLC                                                            
                              86-40

              Adoption of Proposed Amendments to Subparagraph (c)(2)(vi)(F)              
                              86-41

              British Airways PLC                                                        
                              87-5

              Proposed Amendments by Release No. 34-27249                                
                              89-46

              Applicability to Stock Specialists                                         
                              89-4, 89-12

              Repurchase Agreements - Amendments Adopted                                 
                              87-23

              Proposed Amendments - Withdrawal of Net Capital                            
                              90-43
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              Proposed Amendments-Net Capital Applicable to Introducing Broker/Dealers   
                              93-2

              Specialist Exemptions                                                      
                              94-11

              Net Capital “Options Haircuts”                                             
                              97-38

              Financial Accounting Standard Statement No. 125                            
                              98-7

SEA Rule 15c3-3

              Proposed Amendments and Interpretation                                     
                              82-6, 82-7

              NYSE Response to SEC Adoption of Proposed Amendments                       
                              82-23

              Phase II: New Procedures for Extensions of Time                            
                              82-27

              Adoption of Amendments                                                     
                              82-32, 82-36

              FOCUS Report Changes Affected by Adopted Amendments                        
                              82-37

              Reserves and Custody of Securities                                         
                              83-13

              Special Reserve Bank Accounts                                              
                              83-36

              Proposed Amendments to SEC Release No. 34-20655                            
                              84-11
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              British Telecommunications PLC                                             
                              86-13, 85-17, 84-30

              Concept Release (SEC Request for Comments)                                 
                              85-4

              Proposed Amendments by SEC Release No. 34-1865                             
                              85-11

              NYSE Response to SEC Request for Comments                                  
                              85-31

              Adopted Amendments - Reserve Formula Exclusions                            
                              85-38

              Report on Possession and Control Problems                                  
                              86-24, 86-26

              Proposed Amendments - Repurchase Agreements                                
                              86-35

              Amendment to Hold in Custody Repurchase Agreements                         
                              87-38

              PAIB                                                                       
                              99-26

              Customer Balances Related to Foreign Futures and Options                   
                              88-10

              Collateral and Government Securities Borrowings                            
                              89-19

SEC Rules
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144 Restricted Stock                                                                     
                78-47

              

10a-1 (Short Sales)                                                                      
                92-19, 94-29, 97-3

              

10b-2 Rescission of Rule                                                                 
                93-50

              

10b-6 Specialist Affiliated with Participant                                             
                95-50

              

10b-10 Disclosure of Odd Lot Differential                                                
                78-81

              

10b-13 Specialist Affiliated with Participant                                            
                95-50

              

11Ac1-1 Dissemination of Quotations                                                      
                78-48
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11(a) Transactions for Own Account                                                       
                78-95, 98-34

              

11(a) On the Floor and SEC/NYSE Rules                                                    
                79-6

              

11(a) NYSE Related Rule Amendments                                                       
                79-9

              

11(a) Opening                                                                            
                79-10

              

11(a) Stabilizing - Bids/Order Transmission                                              
                79-28

              

11(a)(1)(G) Order Identification                                                         
                79-43, 80-18, 83-42

              

11(a) RCMM                                                                               
                79-45
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11(a) Discretionary Accounts                                                             
                93-34

              

11Ac1-4 Specialist Display of Customer Orders                                            
                96-30

              

11a1-1(T) and 

11a-2-2(T)                                                                               
  78-22, 78-27, 78-32

              

11(d)(1) - British Telecommunication PLC                                                 
                84-30

              

11d1-2 - Mutual Fund Shares                                                              
                85-2, 85-5

              

14e3 Non-Public Information in Context of Tender Offers                                  
                80-54
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15c6-1 - Conversion to Three Business Day Settlement (T+3)                               
                95-9, 95-17

              

17a-3 Repurchase Agreements-Proposed Amendments                                          
                86-35

              

17a-3, 

17a-4 - Retention of Orders                                                              
         77-20, 91-46, 92-9, 99-23

              

17a-3, 

4, 

5, 

10, 

11, 

13, 

19, 

20 and 
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15c3-3                                                               77-26

              

17a-3 Repurchase Agreements - Amendments Adopted                                         
                87-23

              

17a-3 Records - Floor Brokers                                                            
                99-15

              

17a-4 Agreements with Outside Service Bureaus                                            
                77-10, 77-54

              

17a-5(d) Possession and Control                                                          
                77-13

              

17a-5 Statements of Income and Loss                                                      
                77-15

              

17a-5 Amendments                                                                         
                80-40, 81-19
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17a-5 Filing Financial Reports                                                           
                88-18, 93-45, 97-27

              

17a-5 Filing of Schedule I                                                               
                97-5, 98-4

              

17a-11 Reporting Requirements                                                            
                93-43

              

17a-13 Quarterly Security Count and Verification                                         
                77-11

              

17a-13 Repurchase Agreements - Proposed Amendments                                       
                86-35

              

17a-13 Repurchase Agreements - Amendments Adopted                                        
                87-23

              

17a-24 Customer Complaint Registries                                                     
                81-25
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17f-1 Lost and Stolen Securities                                                         
                77-39, 78-5, 78-94, 80-37, 83-42

              

17f-2 Fingerprinting                                                                     
                77-27, 77-45

              

19c-3 Off-Board Trading                                                                  
                80-45, 81-28

SEC Transaction Fees                                                                     
                              97-5, 98-4

Securities Loan Activities

              Regulation of                                                              
                              83-2, 83-15

              Adoption of 

Rule 296                                                                                 
    85-9

Securities Settlement Corporation (Formerly, Jesup Josephthal & Co., Inc.).              
                              91-18

Security

              Definition - 

Rule 3                                                                                   
   77-14
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Seitel, Inc. Common Stock

              Short Sales                                                                
                              94-29

Self-Regulation                                                                          
                              83-5, 97-20

Series 7 (See Examination Administration)

Service Bureaus

              Agreements with (Proposed Rule)                                            
                              77-10

              Agreements with (SEC Release No .34-13962)                                 
                              77-54

Service Charges or Fees                                                                  
                              77-26

Short Interest

              

Form MF-2                                                                                
                79-56, 82-11

Short Sale Rules (Rule 440B & 

440C, 

SEA Rule 10(a)-1)
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              Delay in Effectiveness                                                     
                              76-4

              SEC                                                                        
                              76-23, 92-19

              Application to Exchange Trading                                            
                              88-5, 88-13, 93-41

              International Mutual Funds                                                 
                              89-43

              Deliveries Against Short Sales                                             
                              88-34, 90-8, 91-41, 93-41

              NASD Short Sale Rule                                                       
                              94-46

SIA

              Report of Capital Committee                                                
                              79-75, 97-38

              Y2K Testing                                                                
                              97-30, 98-32, 98-38, 99-4, 99-6, 99-9,

                                                                                         
                              99-19, 99-27

SIAC                                                                                     
                              99-6

              PC Service Center                                                          
                              97-27, 98-38, 99-32, 99-41

SIPA
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              Protection of Individual Retirement Accounts                               
                              82-44

SIPC

              Filing of 1975 SIPC 7                                                      
                              76-3

              Audits                                                                     
                              76-10

              Filing                                                                     
                              76-18

              Transfer Tax Credits                                                       
                              78-29

              Assessments                                                                
                              78-97, 79-72, 80-65, 81-61, 82-66, 83-32

              Buying Customer Accounts from SIPC Liquidator                              
                              82-39

              Assessments - Educational Update                                           
                              83-43

              1987 Assessments                                                           
                              86-48

              1988 Assessments                                                           
                              87-31

              Change of Address and Telephone Number                                     
                              87-37
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              Fund Changes                                                               
                              92-2

              Adler Coleman Clearing Corp.-Liquidation                                   
                              95-10

Small Firms

              Haircuts, Income (Loss)                                                    
                              77-29

              Proposed Short Form Part IIA                                               
                              78-92

Space Sharing Arrangement s (Rule 343)                                                   
                              76-26, 78-1

Special Capital Requirements

              Class B. Benquet                                                           
                              80-5, 80-7

Special Initial Margins (Rule 431)

              Gambling Stocks                                                            
                              78-59, 78-63, 78-69, 78-76

              Bally Mfg                                                                  
                              78-65

              Charter Co                                                                 
                              79-33, 79-40

              Class B. Benquet                                                           
                              80-5, 80-7
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Special Report (See also FOCUS)

              Due to Recent Market Conditions                                            
                              79-59

              FOCUS page 12                                                              
                              80-6, 80-8, 80-30

Special Reserve Bank Accounts

              Securities Qualifying for Special Reserve Bank Account for the Exclusive
 Benefit of Customers            83-36

Special Stock Lists

              Market Order Imbalances                                                    
                              97-2, 97-11, 97-14, 97-17, 97-19, 97-24, 97-31,

                                                                                         
                              97-34, 97-36, 97-42, 97-44, 97-45, 97-48, 97-52,

                                                                                         
                              97-54, 97-57, 98-2, 98-8,

                                                                                         
                              98-10, 98-11, 98-17, 98-18, 98-23, 98-27, 98-29,

                                                                                         
                              98-35, 98-37, 98-41, 99-2, 99-7,

                                                                                         
                              99-16, 99-18, 99-24, 99-28, 99-36

Specialists
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              Rules                                                                      
                              76-25

              Performance to Evaluation                                                  
                              76-38

              Not subject 

NYSE Rule 111(a)                                                                         
    77-4

              Capital and Manpower                                                       
                              77-28, 77-52

              Status Requests                                                            
                              77-36, 80-17

              Withdrawal from Competition                                                
                              77-57

              Floor Brokerage Commission Income                                          
                              78-24

              Pre-Opening Notification of Altered Messages (ITS)                         
                              79-29

              Stock Reallocation                                                         
                              79-38, 91-32

              Performance Evaluation Questionnaire                                       
                              81-13, 90-4, 91-32

              Control Relationships with Specialty Stock Company                         
                              81-34

              Amendment to 
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Rule 103A                                                                                
   83-9

              Specialty Stock Options Transactions                                       
                              85-8

              Submission of 

Form 81                                                                                  
  85-48, 86-6

              Competing Specialists                                                      
                              86-15

              New 

Rule 98 - Facilitates Diversified Organizations' Entry into NYSE Specialist

 Business                 87-1

              Amendment of 

Rule 98                                                                                  
   87-41

              Capital Credits (Submission of Form)                                       
                              88-1

              Increased Capital Requirements                                             
                              88-15

              Amendment to Capital Report for Self-Clearing Firms                        
                              88-32

              Applicability of 
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SEC Rule 15c3-1                                                                        
 89-4, 89-12

              New 

Rule 106-Contact with Listed Companies and Member Organizations                          
            89-56

              Use of Listed Options to Hedge Specialty Stock Positions                   
                              91-14

              Amendments to 

Rules 98 and 

113                                                                           93-55

              Amendments to Specialists Rules                                            
                              94-56

              Amendments to 

Rules 98 and 

104                                                                           95-13,
 97-47

              New Specialist Performance Measure                                         
                              95-32, 97-55

              Allocation Policy and Procedures                                           
                              95-33, 97-39, 98-6
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              Showing Full Size of SuperDot and Electronic Book Orders                   
                              95-39

              Amendments 

SEA Rule 15c3-1 Specialists Exemptions                                                   
     94-11

              Specialist Concentration Policy                                            
                              94-33, 96-15

              “Trade or Fade” Requirement for Specialists Transactions                   
                              94-45

              Exemptive Relief for Specialists Affiliated with a Participant in a
 Distribution of a Specialty Stock    95-50

              New SEC Rule Requiring Specialists to Display Customer Limit Orders        
                              96-30

              Specialist Performance Evaluation Questionnaire                            
                              97-13

              Contract between Listing Companies                                         
                              98-6

              Spin - Offs/Related Companies                                              
                              98-6

              Information about Orders                                                   
                              99-29

Sponsorship Requirements

              Age of Proposed Members                                                    
                              76-56
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Stabilizing Bids

              Trade Liquidation SEC Sec. 11(a)                                           
                              79-28

State Registration Requirements                                                          
                              91-48, 97-1, 97-4

Status Requests

              Specialists                                                                
                              77-36, 80-17

Statutory Disqualifications                                                              
                              91-6

Stock Accumulations in Advance of Research Reports                                       
                              91-8

Stock Loaned

              In Excess of Value Received - 

SEC Rule 15c3-1                                                            77-30

              By Broker-Dealers                                                          
                              88-34

              Regulation of Securities Lending Activities                                
                              83-2, 83-15, 88-3

Subordinated Agreements

              Standard Forms                                                             
                              77-58
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              Seat Financing                                                             
                              78-93

              Entered Prior to 9/1/77                                                    
                              79-35

              Revisions of Requirements Conforming to CFTC Requirements                  
                              80-33

              Capital Borrowed Pursuant to Subordinated Loan Agreements                  
                              81-40

              Changes in CFTC Capital Rule and its effects on Subordinated Loans for Dual
 Members                      83-3

Subsidiaries and Affiliates

              FOCUS Reporting                                                            
                              76-17

              Restrictions on Activities                                                 
                              76-35

              Audit Requirements                                                         
                              77-8

              Changes to 

Rules 321 and 

322 (Rescission of 

Rule 324)                                                    93-54, 93-56
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Substitute Clearing Account

              Unmatched Trades                                                           
                              80-1, 80-11

SuperDot

              Customer Transmission of Orders                                            
                              89-6, 91-1, 92-1, 92-12, 92-15, 92-43

              Showing Full Size of SuperDot and Electronic Book Orders                   
                              95-39

              One-Sixteenth Variations                                                   
                              97-37

Supervision and Control

              Incoming Mail - 

Rule 342                                                                                
 78-86, 98-3

              Sales Supervisor Exam (Series 8)                                           
                              81-57

              Regulatory News: New Cases of Misappropriation and Conversion              
                              82-1

              Sales Supervision Manual                                                   
                              82-41

              Undue Concentrations in Securities and Commodities                         
                              83-33
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              Fraudulent Memoranda                                                       
                              83-47

              Guidelines for Repurchase Transactions                                     
                              84-17

              Misappropriation by Employees                                              
                              84-21

              Sales Practice                                                             
                              86-17

              Communications with the Public                                             
                              98-3

Supervisory Analyst (Rule 344)

              Examination Scheduling Information                                         
                              80-44, 90-28

              Revised Examination                                                        
                              82-33

              Amendments to 

Rule 344 (Qualifications and Exams)                                                      
  83-22

              Experience of Candidates                                                   
                              97-15, 99-40

              Computer Delivery of Series 16                                             
                              98-30

              Series 16 Fee Increase                                                     
                              98-39
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Supervision, Denial or Limitation of Access to Exchange Services and Facilities

              

Rule 475                                                                                 
                78-45

              Hanover Square Securities Group Inc.                                       
                              83-44

              Parr Securities Corp.                                                      
                              85-15

              Norwood Securities Corp.                                                   
                              86-46, 87-3

              H.B. Shaine & Co., Inc.                                                    
                              87-32

              William D. Mayer & Co.                                                     
                              87-33

              Pace Securities Inc.                                                       
                              87-42

              Haas Securities Corporation                                                
                              87-39

              Metropolitan Securities                                                    
                              87-34

              Aig, Inc.                                                                  
                              87-35

              Boston Securities Associates, Inc.                                         
                              89-7

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

379

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE475/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


              Market Field Securities Ltd.                                               
                              89-24

              Douglas J. McKenna Inc.                                                    
                              89-26

Tape Indications

              Amendments to Policies and Tape Indications                                
                              87-29

Tax Switching Transactions

              

SEC Rule 17a-15, 

NYSE Rule 116                                                                          
 78-72, 79-71, 80-61, 81-59, 82-64, 83-50, 84-27,

                                                                                         
                              84-32, 85-44, 93-52

              

NYSE Rule 78                                                                             
                86-38, 86-42, 87-47, 89-60, 90-51, 90-50, 92-39,

                                                                                         
                              94-62, 96-38, 99-56

Taxpayer ID Numbers
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              Back-up Withholding Requirements                                           
                              83-46

Telephone Proxy Voting Systems                                                           
                              95-36

Telephone Solicitations Of The Public

              “Do-Not-Call” Lists                                                        
                              94-60

              Amendments to 

Rule 440A                                                                                
  97-26

Tender Offers

              Dissemination of Materials                                                 
                              99-11

Terminated Employees

              Reports - Roll 351                                                         
                              78-84

              Adoptions of Amended U-5                                                   
                              80-39

              Elimination of Hard Copy U-5                                               
                              97-21

Three Business Day Settlement (T+3)

              Extension of Time on Behalf of Customers                                   
                              95-9, 95-17
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Trade Settlement Periods

              

Rule 64                                                                                  
                94-36

Trading

              Review of Proprietary and Employee Transactions                            
                              88-21

              Identification of “Large Traders”                                          
                              88-28, 88-43

              Initial Public Offerings                                                   
                              93-19

              Halts - 

Rule 80A; Related Securities                                                             
        88-29, 93-47

              Reporting Suspicious Transactions                                          
                              89-5

              Stocks With a Four-Digit Price                                             
                              88-31

              Timely Responses to Requests for Trading Data                              
                              88-49, 89-8

              Procedures for Handling Error Trades                                       
                              89-10

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

382

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE64/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


              Restrictions on Competitive Options Traders                                
                              92-12

              Odd-Lot Trading Practices                                                  
                              94-12

              “Trade or Fade” Requirement for Specialist Transactions                    
                              94-45

              Broker/Dealer Trading Systems                                              
                              95-22, 95-24

              Minimum Trading Variations                                                 
                              97-35, 97-37

              Bidding and Offering                                                       
                              97-33

              Auction Market Crossing Procedures                                         
                              97-33

              Depth Guidelines                                                           
                              97-33

              Stabilization                                                              
                              97-33

              ITS Pre-Opening Indications                                                
                              97-33, 97-40

Transfer of Customer Accounts

              Proposed Amendments to 

Rule 412                                                                          82-49
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              Adopted Amendments                                                         
                              85-13, 94-47, 99-1, 99-10, 99-14

              Interpretations                                                            
                              86-4, 86-7

              Phase-In Effectiveness                                                     
                              86-7, 86-12

              Full Implementation, Enforcement, Clarification of Requirements            
                              86-18

              Transfer Initiation Forms                                                  
                              86-21

              Definition/Treatment of “Nontransferable Assets”                           
                              86-28

              Options                                                                    
                              88-20

              Closing Out Fail Contracts                                                 
                              89-52

              Liquidations of Money Market Funds                                         
                              90-44

              Impositions of Charges                                                     
                              91-7

              Residual Credit Processing                                                 
                              91-24

              Monitoring Procedures and Distribution of Regulatory Report                
                              91-40

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

384

http://researchhelp.cch.com/License_Agreement.htm


Transfer Tax

              Treatment under 

SEC Rule 15c3-1                                                                         
 77-48

              SIPC Treatment of Credits                                                  
                              78-29

Treasures CUBES Program                                                                  
                              93-17

Treasury Department

              List of Specifically Designated Narcotics Traffickers                      
                              95-45

              List of “Specially Designated Nationals and Blocked Persons”               
                              96-11, 97-10, 97-28

              Large Position Record Keeping and Reporting Rules                          
                              97-18

              Fraudulent Solicitation of Limited Edition Securities                      
                              97-22

Unauthorized Use of the Exchange's Name                                                  
                              84-15

Uncompared Trade Monitoring System

              Questioned Trades                                                          
                              78-73
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              Substitute Clearing Account                                                
                              80-1, 80-11

Undue Concentration

              Municipal Securities                                                       
                              78-13

              Cautionary Remarks                                                         
                              78-35

              Supervisory Requirements                                                   
                              83-33

 

“Use and Proceeds” Requirements

              Limitation of Applicability                                                
                              80-10

U.S. Treasury Securities                                                                 
                              97-22

Warrants

              Summary of Rules Applicable to Trading in Index or Currency Warrants       
                              96-33

Weekly Bulletin Service

              Fee                                                                        
                              77-59

Weekly Operations Survey
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              Discontinuation                                                            
                              76-14

Work Stoppage

              1979 Union Contract Negotiations                                           
                              79-7, 79-8

              Regulation & Surveillance Contingency Planning                             
                              81-48

Y2K Compliance                                                                           
                              97-30, 98-24, 98-32, 98-34, 99-4, 99-6,

                                                                                         
                              99-9, 99-19, 99-27, 99-5, 99-43, 99-46,

                                                                                         
                              99-57
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 00-10

Click to open document in a browser

April 28, 2000

  

Member Firm Regulation

 ATTENTION: CHIEF OPERATIONS OFFICER, CHIEF ADMINISTRATIVE OFFICER, REGISTRATION,
LEGAL AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW BRANCH OFFICE APPLICATION

Exchange Rule 342(c) requires that a member or member organization obtain the Exchange's prior written
consent for each office established, other than a main office. The Branch Office Application is utilized by
members and member organizations to request Exchange approval for a new branch office.

The Exchange has revised the Branch Office Application form 1   to obtain more meaningful and detailed
information concerning the personnel and activities of a proposed branch office (see Exhibit A).

As of June 1, 2000, all new Branch Office Applications must be submitted on the revised form. Members
and member organizations are required to file the new Application electronically via the Exchange's new
Electronic Filing Platform (“EFP”).

Additional information required by the revised Application form includes:

(i) a description of the types of activities to be conducted and the products to be offered at the branch office;

(ii) the estimated number of accounts to be serviced by the office;

(iii) whether the office will have independent contractors assigned to it;

(iv) whether the office has been acquired from another broker-dealer or financial institution;

(v) where required records pertaining to the office are maintained;

(vi) whether any persons other than the member organization have a financial interest in the office;

(vii) whether the broker-dealer and the office's registered representatives have the required state
registrations;

(viii) a list of all personnel assigned to the office;

(ix) an indication of whether any person assigned to the office is the subject of a statutory disqualification or
adverse disciplinary history reportable on Forms U-4 or RE-3; and

(x) the name and address where the branch office certificate will be sent.

Office Space Share Form (Rule 343)

Rule 343 (“Offices - Sole Tenancy, Hours, Display of Membership Certificates”) specifies the conditions
under which member or member organization office space sharing arrangements with other persons
involved in an investment advisory, security or commodity business are permitted. Question 4 on the Branch
Office Application inquires whether the office space will be shared with any other person or organization.
If the answer is yes, members and member organizations are required to attach a description of how the
arrangement complies with Rule 343.
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The new Branch Office Application has an attachment (Space Share Form (Rule 343)) (see Exhibit B) which
allows a member or member organization to select the type of arrangement under which the firm is seeking
approval and to make the required representations on the Form (in lieu of written description referred to
above).

If a previously approved branch is to share its space at a later date with other persons referred to in the Rule,
the member or member organization should submit a written request for approval (Space Share Form or
letter) to the Exchange (Rule and Interpretive Standards, NYSE, 20 Broad St., New York, NY 10005).

Electronic Filing of Branch Office Applications

Members and member organizations are asked to install EFP in any area, department, or division that
submits Branch Office Applications to the Exchange's Member Firm Regulation Division. To expedite the
installation of EFP for use with the branch office filings, members and member organizations should complete
the attached Member Firm Regulation Information Sheet (see Exhibit C) and forward it to Peggy Germino
via fax at (212) 656-2576 or mail to the Qualifications & Registrations Department, NYSE, 20 Broad Street,
22nd Floor, New York, NY 10005 by May 10, 2000. Subsequently, your organization will be contacted by our
EFP staff to register the users who will be responsible for completing the Application form. Once registered,
the users will be supplied with detailed instructions on installation and usage. The Application is Internet-
based and is secure and will contain the same questions as contained in Exhibit A. If you plan on opening
branch offices, it is important that you register the users quickly since no hard copy Branch Office
Applications will be accepted beginning June 1, 2000.

Included, as Exhibit D, are instructions on how the new Application should be completed. These instructions
will also be available electronically once the EFP Branch Office Application has been installed at your
organization. Failure to follow the instructions could result in the Application being rejected.

Written notification of address relocations and branch closings must continue to be submitted to the attention
of Caren Carter in the Qualifications and Registrations Department, NYSE, 20 Broad Street, 22nd Floor, New
York, NY 10005. In the future, we anticipate such notifications will be made electronically through the EFP
Branch Office Application.

If you have any questions concerning Branch Office Applications, please contact Peggy Germino, Manager -
Qualifications & Registrations at (212) 656-8450.

Salvatore Pallante

Senior Vice President

Attachments

                                                                                         
                                                  

EXHIBIT A

                                                                     

Application for New Branch Office

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

389

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE343/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


                                                                                         
                                                       

NYSE

                                                                                         
                                                   

New York

                                                                                         
                                             

Stock Exchange

                                                                                         
                                                           

The following information is to be completed by the member organization seeking approval
 of a new branch office in accordance with Exchange 

Rule 342.

                                                                                         
                                                           

Incomplete or inaccurate statements will be deemed to constitute a violation of Exchange 

Rule 476(a)(4).

                                                                                         
                                                           

1.             Member Organization (Legal Name):
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2.             Proposed Branch Address (Street):

                                                                                         
                                                           

               City:                             State:                        Zip:      
                    Country:

                                                                                         
                                                           

3.             Anticipated Date of Opening:                                             
 Branch Code Number:

                                                                                         
                                                           

4.             Will the office be shared with any other person or organization?          
                                  ( ) Yes              ( ) No

                                                                                         
                                                           

               If yes, please attach the Office Space Sharing Form of how the arrangement
 will comply with 

Rule 343.

                                                                                         
                                                           

5.             Type of Office: ( ) Residence ( ) Small Branch ( ) Regular Branch ( )
 Other (explain as defined in 
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NYSE Rule 342)

                                                                                         
                                                           

6.             What is the estimated cost of opening and equipping the new office?

               $ 

                

                                                                                         
                                                           

               If $0, please explain:

                                                                                         
                                                           

7.             Types of activity to be conducted: ( ) Sales ( ) Operations ( ) Investment
 Advisory ( ) Investment Banking

               ( ) Research ( ) Other (explain)

                                                                                         
                                                           

8.             Description of products to be offered at the time the branch is to open:
 ( ) Equities ( ) Bonds ( ) Options

               ( ) Derivatives ( ) Municipals ( ) Annuities ( ) Mutual Funds ( ) Direct
 Investments ( ) Other (explain)
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               If the firm will transact an options business with the public, state the
 name, SS#, and CRD# of ROP assigned to supervise:

                                                                                         
                                                           

9.             Do you have any present plan or intention to change the type of activity
 and/or products described in       ( ) Yes              ( ) No

               Item 7 and/or 8 above?

                                                                                         
                                                           

               If yes, please explain:

                                                                                         
                                                           

10.            What is the estimated number of active accounts to be serviced (if
 applicable)?

                                                                                         
                                                           

11.A.          Name and Title of Person in Charge (Physically located in the office):

                                                                                         
                    SS#:

                                                                                         
                    CRD#:
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               (Please check one that is most applicable)

               Title:         ( ) Branch Office Manager                                  
            ( ) Direct Participation Program RR-in-Charge

                              ( ) Securities Manager                                     
            ( ) Direct Participation Program Representative

                              ( ) General Securities RR-in-Charge                        
            ( ) Other (explain)

                              ( ) General Securities Representative

                              ( ) Investment Company and Variable Contracts Products
 Principal

                              ( ) Investment Company and Variable Contracts Products RR-
in-Charge

                              ( ) Investment Company and Variable Contracts Products
 Representative

                              ( ) Municipal Securities Principal

                              ( ) Municipal Securities RR-in-Charge

                              ( ) Municipal Securities Representative

                              ( ) Direct Participation Program Principal

                                                                                         
                                                           

11.B.          Name and Title of Person in Charge (if located outside the office):
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               Title:                                                SS#:                
                               CRD#:

                                                                                         
                                                           

12.            The number of personnel (including Person in Charge/BOM) to be assigned to
 the office:

               (          )             Number Registered

               (          )             Number Non-Registered

                                                                                         
                                                           

               Other than the Person in Charge/BOM and ROP, please attach a list of the
 name, SS# and CRD# of each registered person:

                                                                                         
                                                           

13.            Is any person assigned to this office presently the subject of a Statutory
 Disqualification or an           ( ) Yes              ( ) No

               adverse disciplinary history reportable on 

Forms U-4 or 

RE-3?

               If yes, please identify by name, SS#, and CRD#:
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14.            How many independent contractors does the office have?                    
    (         )

                                                                                         
                                                           

               Are any of them the person in charge as stated in question #11:           
                                  ( ) Yes              ( ) No

                                                                                         
                                                           

15.            Do you have any present plan or intention to increase or decrease the
 number of personnel assigned          ( ) Yes              ( ) No

               to this office within the next 12 months?

                                                                                         
                                                           

               If yes, please explain including the expected number of future personnel:

                                                                                         
                                                           

16.            Has this branch office been acquired from another broker/dealer or other
 financial institution:             ( ) Yes              ( ) No

                                                                                         
                                                           

               If yes, please state the name of the organization and date of transaction:
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17.            Are any of the records pertaining to this office and/or to the personnel
 assigned thereto maintained        ( ) Yes              ( ) No

               at any other location?

                                                                                         
                                                           

               If yes, please explain:

                                                                                         
                                                           

18.            Does any person other than the member organization have a financial
 interest in this branch and has         ( ) Yes              ( ) No

               any other person agreed to bear the expenses of this office?

                                                                                         
                                                           

               If yes; please attach a separate explanation and detail:

                                                                                         
                                                           

19.            Is the broker/dealer and the RRs assigned to the office registered in the
 state in which the branch         ( ) Yes              ( ) No

               will reside?
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20.            Name of the officer or partner responsible for the inspection of this
 office at least annually (within a 12-month period):

                                                                                         
                                                           

21.            Is the office to be listed in the NYSE Directory?                         
                                  ( )Yes               ( ) No

                                                                                         
                                                           

22.            Name and address where branch office certificate will be sent:

               Name:                                                Firm Name:

               Address:                                             City:                
                                  State:               Zip:

               Country:

                                                                                         
                                                           

23.            Print Name and Title of Authorized Person Submitting Application:         
     Phone:

                                                                                         
                                                           

               Signature:                                                                
     Date:
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Please Do Not Write Below This Line:

Surveillance Director or Coordinator Approval:                                           
     Date Approved:

                                                                                         
                                                            

Sales Practice Examination Director Approval:                                            
     Date Approved:

                                                                                         
                                                            

Approval Effective Date:                                        By:

                                                                                         
                                                            

Bill Number:                                                    Membership Date:

                                                                                         
                                                            

EXHIBIT B

OFFICE SPACE-SHARING FORM (RULE 343)

No office or foreign incorporated branch of a member or member organization shall be jointly occupied with
any other broker or dealer, investment advisor, or other person who conducts a securities or commodities
business with the public unless such member or member organization submits an attestation that the office
space-sharing arrangement conforms with Rule 343.

In order for a space sharing arrangement to be permitted, it must conform to at least one of the four types
listed below. The space sharing arrangement must comply with all provisions of a given selection in order
for its approval to be valid. If the arrangement does not comply with all provisions of a given selection, but
extenuating circumstances exist which may warrant approval, please outline those circumstances in the
dialogue box provided.

Select the type of arrangement under which the firm is seeking approval by checking the applicable
box(es).

1. [ ] As a clearing member organization we intend to furnish office space, telephone or other facilities to our
introducing non-clearing member organization.
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or

2. We understand that a member or member organization may share office space with another broker or
dealer, investment advisor, or other person who conducts a securities or commodities business with the
public if certain conditions are met. Accordingly, we attest that:

[ ] the arrangement is not contrary to the rules of any self-regulatory organization; and

[ ] there is little or no customer traffic in the office of either organization; and

[ ] sufficient separation exits to enable customers who do visit to identify the individual or organization with
which they are transacting business; and

[ ] employees can be clearly identified as to their respective employer; and

[ ] clearance has been obtained from the member organization's fidelity insurance carrier and auditors.

or

3. We understand that a member or member organization may share office space with another broker or
dealer, investment advisor, or other person who conducts a securities or commodities business with the
public if certain conditions are met. Accordingly, we attest that:

[ ] such space is separated by ceiling-high solid walls; and

[ ] such space has direct access to a public hall, main corridor or street; and

[ ] the name of each organization is placed on the door to such space; and

[ ] there are no connecting doors or windows between the space to be jointly occupied; and

[ ] the names are not listed under the same telephone number, and the telephone number of the member is
not used on the letterhead or on any advertising of any other member or non-member. (Also see Rule 36.60)

or

4. [ ] We intend to share office space with a person who is neither a broker, a dealer, an investment advisor,
or who does not conduct a securities or commodities business with the public.

COMMENTS:

New York Stock Exchange - Electronic Filing Platform (EFP) End-User Information Sheet

EXHIBIT C

I. How many branches do you estimate your firm will open in the June/July 2000 time period?

II. Branch Office Application (BOA) Contacts: Please enter information for employees
 submitting BOA's to the NYSE.

Employee Name         Employee Phone Number          Employee E-Mail Address          
 Employee Title               First-Time Access Code

                                                                                         
                           

(see explanation below)
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First-Time Access Code: Each employee needs to create a 6-character (numbers and/or letters) access
code. The employee will use this code when first accessing the EFP website. The code should be treated as
private information, shared only between the employee and the individual submitting this form.

III. Technical Contacts: Individuals that maintain the desktop environment and Internet
 access for the above employees.

Employee Name         Employee Phone Number          Employee E-Mail Address          
 Area of Responsibility       Hours of Support

IV. Please indicate if your organization can meet the following technical requirements
 for user workstations. (circle one)

Windows 95, Windows 98, or Windows NT 4.0 operating system                               
    

YES       NO

166 MHz Pentium processor or faster                                                      
    

YES       NO

At least 20 Mb of available space on the c, d, or e partition of a local hard disk       
    

YES       NO

At least 32 Mb of RAM                                                                    
    

YES       NO

Internet Explorer version 4.01 (or later), or Netscape version 4.5 (or later)            
    

YES       NO
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Internet access, with a minimum connection speed of 28.8 kbs                             
    

YES       NO

Does the Internet connection go through a proxying firewall?                             
    

YES       NO

Do the users on Windows NT 4.0 machines have ‘administrator rights’?                     
    

YES       NO

Please 

fax or 

mail completed information sheets to:            

Peggy Germino            Mailing Address:

(Do 

NOT e-mail this information)                               

FAX: 212-656-2576        New York Stock Exchange

                                                               

Phone: 212-656-8450      Qualifications and Registration Department
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20 Broad Street, 22nd Floor

                                                                                        

New York, New York, 10005

                                                                                        

Attention: Peggy Germino

                                                                                         
         

EXHIBIT D

BRANCH OFFICE APPLICATION INSTRUCTIONS

Question                                                                      
 Instructions for Electronic Filing

1. Member Organization                                                         The name
 of your firm has been filled in for you. Should this name appear incorrectly, please

                                                                               contact
 immediately: Enterprise Service Center 212-383- 2062.

2. Proposed Branch Address                                                     Type each
 part of the address of the proposed branch, including street, city, state, zip code, and

                                                                               country.

3. Anticipated Date of Opening                                                 Select the
 date of the anticipated opening of the branch. You should submit the application two
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                                                                               weeks
 prior to opening a branch to ensure sufficient time for processing. (This does not
 guarantee

                                                                               that an
 application will be approved within that time frame.) The branch code number must be an

                                                                             
  alphanumeric code up to fifteen characters. This code should be used for all
 correspondence and

                                                                              
 transmissions to the Exchange (i.e., 

NYSE Rule 351(d) complaints, 

RE-3 forms, and so on)

                                                                               relating
 to this branch.

4. Will the office be shared with any other person or                          You must
 answer either Yes or No in response to this question. If you answer Yes, you will be

organization?                                                                  prompted
 to complete the information about the space sharing arrangement before you submit this

                                                                              
 application. You must: Check all of the options that apply to your organization under
 one of the four

                                                                               sections.
 Note: If you do not check every option under the section that you choose, or if you
 check

                                                                               options in
 two or more sections, you must also type explanatory comments in the text area under the
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                                                                               Comments
 section on the bottom of the form explaining the branch's space sharing arrangement.

5. Type of office                                                              Choose an
 option from the drop-down list: Regular Branch - Usually employs four or more

                                                                               Registered
 personnel and has a Branch Office Manager. Small Branch - Employs three or fewer

                                                                               Registered
 personnel, cannot conduct Operations business. Residence - Usually employs one

                                                                               Registered
 personnel, cannot conduct Operations business, and operates in a home. Other - If you

                                                                               choose
 Other, you must explain this choice in the space provided.

6. What is the estimated cost of opening and equipping                         Type the
 cost of opening the branch. If the cost is $0, you must explain, in the space provided,
 why

the new office?                                                                there is
 no cost involved.

7. Types of activity to be conducted                                           Check off
 all the types of activity applicable to the branch. You must check at least one type of

                                                                               activity.

8. Description of products                                                     Check off
 all the products applicable to the branch. You must check at least one product. If you

                                                                               check
 Options, you must also type the name and either the CRD number and/or the social
 security
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                                                                               number of
 the supervising ROP. Note: A Series 4 or a Series 8 qualifies an individual to supervise

                                                                               option
 activity at a branch.

9. Do you have any present plan or intention to change                         You must
 answer either Yes or No in response to this question. If your answer is Yes, you must

the products and/or type of activity described in item 7                       explain in
 the space provided below the question.

and/or 8 above?

10. What is the estimated number of active accounts to                         Type the
 number of accounts that are active (receiving a statement at least quarterly) at the
 time the

be serviced (if applicable)?                                                   branch is
 opened. If there are no active accounts, enter 0.

11A. Name of Person in Charge (Physically located in                           Type the
 name and the CRD number and/or the social security number of the Person in Charge of

the office)                                                                    the
 proposed branch. Select the individual's title within your organization from the drop-
down list

                                                                               provided
 next to Title. If you select the title “Other”, you must explain your choice in the
 space

                                                                               provided
 below. Note: If this is a one-person branch, the Title selected here cannot be an RR-in-
Charge,

                                                                               since a
 person cannot supervise himself/herself; a person outside the branch must supervise.
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                                                                               (See
 Question 11 B.)

11 B. Name of Person in Charge (If located outside the                         Type the
 name, title, and the CRD number and/or the social security number of the Person in

office)                                                                        Charge
 located outside the branch. This will apply when the branch has only one Registered

                                                                              
 Representative (i.e., a one-person branch).

12. The number of personnel(including Person in                                Type the
 number of personnel in each category (Registered and non-Registered). Note: If there are

Charge/BOM) to be assigned to the office                                       to be more
 than three Registered personnel employed at the branch and the branch has option

                                                                               activity,
 the person in charge (see question 11) and the supervising ROP (see question 8) must be

                                                                               the
 same person. (A Series 4 or a Series 8 qualifies an individual for supervising option
 activity at a

                                                                               branch.)
 You will be prompted to complete the information about the registered personnel before

                                                                               you submit
 this application. Enter in the Registered Personnel form the name, social security and

                                                                               CRD number
 of each registered person in the office other than the Person in Charge/BOM and the

                                                                               ROP.
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13. Is any person assigned to this office presently the                        You must
 answer either Yes or No in response to this question. If your answer is Yes, you must

subject of a Statutory Disqualification or an adverse                          explain in
 the space provided the details including the name, social security number, and CRD

disciplinary history reportable on 

Forms U-4 or 

RE-3?                          number of each.

14. How many independent contractors does the office                           Type the
 number of registered personnel at the branch office who are independent contractors.
 Note:

have?                                                                          

NYSE Rule 345 includes the requirement that the firm notifies the Exchange whenever it
 utilizes

                                                                              
 independent contractors, and requires each independent contractor to sign a Consent to
 Jurisdiction

                                                                               which must
 be filed with the Exchange. Also, you must answer Yes or No stating whether the

                                                                               person in
 charge is an independent contractor.

15. Do you have any present plan or intention to increase                      You must
 answer either Yes or No in response to this question. The firm should be aware, pursuant

or decrease the number of personnel assigned to this                           to 
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NYSE Rule 342, that the supervisory requirements may change based on the number of RRs

office within the next 12 months?                                              assigned
 to the branch. If your answer is yes, you must explain in the space provided including
 the

                                                                               expected
 number of future personnel.

16. Has this branch office been acquired from another                          You must
 answer either Yes or No in response to this question. If your answer is Yes, you must

broker/dealer or other financial institution?                                  provide
 the full legal name of the acquiring organization and the date of the acquisition in the
 spaces

                                                                               provided.

17. Are any of the records pertaining to this office and/or                    You must
 answer either Yes or No in response to this question. If your answer is Yes, you must

to the personnel assigned thereto maintained at any other                      provide an
 explanation as to the location of such records that are applicable to any area of the

location?                                                                      branch's
 business (e.g., order tickets). You should specify which records are maintained in

                                                                               which
 location, if there are multiple storage locations.

18. Does any person other than the member organization                         You must
 answer either Yes or No in response to this question. If your answer is Yes, you must

have a financial interest in this branch and has any other                     provide an
 explanation in the space provided, identifying who has the outside interest and how

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

409

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE342/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


person agreed to bear the expenses of this office?                             much of
 the expenses of the branch they agree to bear.

19. Is the broker/dealer and the RRs assigned to the                           You must
 answer either Yes or No in response to this question.

office registered in the state in which the branch will

reside?

20. Name of the officer or partner responsible for the                         Type the
 name of the person who will be responsible for inspecting the branch. Note: 

NYSE Rule 
inspection of this office at least annually (within a 12                       342
 requires that all branches be inspected annually (i.e., within a twelve-month period).

month period):

21. Is the office to be listed in the NYSE Directory?                          You must
 answer either Yes or No in response to this question.

22. Name and address where branch office certificate                           You will
 be prompted to complete the information about the branch office certificate address
 before

will be sent:                                                                  you submit
 this application. You can use the same address as the branch office application or you

                                                                               can
 specify a different address by clicking on the use this address option. Then, enter the
 name and

                                                                               address
 where the branch office certificate should be sent including street, city, state, zip
 code, and
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                                                                               country.

23. Name and Title of Authorized Person Submitting                             This
 information is system-generated for you by the Electronic Filing Platform, and you
 cannot

Application.                                                                   modify it.
 Per 

SEA Rule 17a-4, the firm must print, sign, and date the application as a copy for its

                                                                               own
 records.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  The revised Branch Office Application form was filed with the SEC on June 7, 1999 for immediate
effectiveness. See SEA Release No. 34-42033 dated October 18, 1999.
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Market Surveillance

 TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: RULE 127

Rule 127 requires a member seeking to cross block orders outside the prevailing quotation to inform the
specialist of his or her intention to execute the transaction at a pre-determined, specific price (the “clean-
up” price). The member must determine the extent of the interest the specialist has in participating in the
transaction. There should not be any intervening trades by the member between the time he or she informs
the specialist and the trade or trades to clean up the block. A member may, however, trade with the current
bid or offer if the clean-up price for the block is no greater than one-sixteenth of a point away from the current
quotation and both sides of the cross are agency orders. The specialist should not change the quotation
prior to a Rule 127 trade in order to have the clean-up price of the cross occur at or within the quotation. If
the member is doing a Rule 127 trade at a discount (premium), he or she should cross the block by bidding
(offering) at the clean-up price and offering (bidding) one-sixteenth of a point higher (lower).

If the member announces his or her intention to do a Rule 127 trade, the member should not “walk the book”
by trading with buy (sell) orders on the book at their limit prices above (below) the clean-up price of the block
cross. If the member effects a block cross below the bid or above the offer in this manner, the member would
be in violation of Rule 127. Additionally, if a specialist is aware of a Floor broker's intention to do a Rule 127
trade and the broker “walk's the book” prior to the Rule 127 trade, the specialist would be in violation of Rule
104.10 with regard to his or her agency responsibility to effectively execute agency orders entrusted to him
or her if the specialist allows the broker to trade with public orders on the book at prices inferior to the clean-
up price (or the break-up price if the broker crosses the block as a result of an excessive amount lost at the
clean-up price).

If the member does not announce his or her intention to do a Rule 127 trade, the specialist should require
the broker to give the clean-up price to public orders that were on the book if the broker “walk's the book”
and subsequently executes a block cross which the specialist believes should have been announced and
executed under Rule 127 prior to the member's trading with orders on the book.

Questions regarding this matter may be directed to David Fisch at 656-6769 or John Gregoretti at 656-6791.

Agnes M. Gautier

Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Member Firm Regulation

 ATTENTION: CHIEF FINANCIAL OFFICER, CHIEF OPERATIONS OFFICERS, MANAGING PARTNERS,
CREDIT AND MARGIN DEPARTMENTS, COMPLIANCE AND LEGAL DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO RULE 431 (“MARGIN REQUIREMENTS”) REGARDING JOINT BACK
OFFICE (“JBO”) ARRANGEMENTS, CONTROL AND RESTRICTED SECURITIES AND BROKER
DEALER MARGIN REQUIREMENTS

On February 24, 2000, the Securities and Exchange Commission (“SEC”) approved amendments to New
York Stock Exchange (the “Exchange”) Rule 431 (“Margin Requirements”) (the “Rule”) relating to Joint Back

Office Arrangements, Control and Restricted Securities and Broker-Dealer Margin Requirements. 1   The SEC
has approved similar rule amendments for other Self-Regulatory Organizations (“SROs”). The release allows
for a six month phase-in period for the implementation of the Joint Back Office amendments, which will be
August 28, 2000. The remainder of the amendments are effective immediately.

The significant changes are summarized below:

Joint Back Office Arrangements (JBO)

The Federal Reserve Board's Regulation T permits arrangements whereby participants may receive favorable
margin treatment as compared to customers subject to SRO rules. The Rule amendments establish certain
regulatory requirements for initiating and maintaining JBO arrangements, as follows:

• Carrying/Clearing Broker-Dealers are required to:

- Notify the Exchange in writing prior to establishing a JBO.

- Maintain a minimum Tentative Net Capital 2   of $25 million, unless its primary business consists of the

clearance of options market-maker accounts, 3   it may elect to maintain a minimum Net Capital of $7 million
provided it also includes in its ratio of gross options market-maker deductions to Net Capital pursuant to SEA
Rule 15c3-1, gross deductions for JBO participant accounts.

- Promptly notify the Exchange if Tentative Net Capital or Net Capital falls below the requirements outlined
above and take action to correct such deficiency within three (3) consecutive business days or, failing to
do so, prohibit new transactions pursuant to the JBO arrangement.

- Maintain a written risk analysis methodology for assessing the amount of credit extended to JBO
participants. Minimum guidelines for acceptable risk procedures should include:

Procedures for obtaining and reviewing appropriate account documentation and financial information.

Procedures and guidelines for the determination, review and approval of credit limits.

Procedures and guidelines for monitoring credit risk exposure to the organization relating to JBO participants.

Procedures and guidelines for the use of stress testing of accounts in order to monitor market risk exposure.

Procedures providing for the regular review and testing of these risk management procedures by an
independent unit such as internal audit, risk management or other comparable group.
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- Deduct from its Net Capital, haircut requirements pursuant to SEA Rule 15c3-1 which are in excess of the
equity maintained in the accounts of the JBO participants.

- Notification to the Exchange, under this section, should be made to the member organization's Finance
Coordinator.

• JBO Participant:

- Must be a registered broker-dealer subject to the SEC's Net Capital Rule and maintain an ownership interest
in the carrying/clearing firm pursuant to Regulation T of the Federal Reserve Board.

- Is required to maintain a minimum net liquidating equity of $1 million in the JBO account exclusive of its
ownership interest in the clearing firm. Any equity deficiency must be met within five (5) business days
in order to insure continued eligibility as a JBO participant. Failure to do so will subject the JBO participant
to customer margin account requirements pursuant to Regulation T, if applicable, and margin requirements
pursuant to other provisions of Rule 431.

Control and Restricted Securities

Section (e)(8)(c)(iv) of Rule 431 has been modified to address an anomaly currently within the Concentration
Reduction provision, which imposes a higher requirement on accounts that have deposited more control
and restricted securities than are required to collateralize the extension of credit. The amount of “excess
securities”, as defined in the amended Rule, will be excluded from the Concentration calculation.

Pursuant to Section (e)(8)(c)(ii) of the Rule, for purposes of determining its status under NYSE Rule 326,
a firm will be required to deduct the greater of the aggregate credit agreed to be extended in writing or
actually extended to all customers on control and restricted securities of any one issue that exceeds 10% of
its Excess Net Capital.

Restricted securities that are eligible for sale pursuant to the terms and conditions of Rules 144(k) or Rules
145(d)(2) or (d)(3) of the Securities Act of 1933, are not subject to the margin limitations of Section (e)(8) of
the Rule.

Broker-Dealer Margin Requirements

Sub-paragraphs (e)(5) 4   and (e)(6) 5   of the Rule have been amended to provide for comparable treatment
of the accounts of specialists, market makers and broker-dealers as is provided for JBO participants under
these amendments.

Inquiries regarding these amendments should be directed to Albert Lucks (212) 656-5782, Olga Davis (212)
656-7227 or Pat Neil (212) 656-5227.

Salvatore Pallante

Senior Vice President

Attachment

EXHIBIT A

Additions underscored

Deletions [bracketed]

Amendments to Rule 431

Rule 431.

(a) through (e)(4) unchanged.

(5) Specialists' and Market Makers' Accounts. -
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(A) A member organization may carry the account of an “approved specialist or market maker”, which
account is limited to specialist or market making transactions, including option hedge transactions established
pursuant to the requirements of Rule 105, upon a margin basis which is satisfactory to both parties. The
amount of any deficiency between the equity in the account and the [margin required by the other provisions
of this Rule] haircut requirements pursuant to SEA Rule 15c3-1 (Net Capital) shall be deducted in computing
the Net Capital of the member organization under the Exchange's Capital Requirements.

For the purpose of this paragraph (e)(5)(A), the term “approved specialist or market maker” means either:

(i) a specialist or market maker, who is deemed a specialist for all purposes under the Securities Exchange
Act of 1934 and who is registered pursuant to the rules of a national securities exchange; or

(ii) an OTC market maker or third market maker, who meets the requirements of Section 220.12(d) of
Regulation T of the Board of Governors of the Federal Reserve System.

(B) In the case of a joint account carried by a member organization in accordance with paragraph (e)(5)
(A) above in which the member organization participates, the equity maintained in the account by the other
participants may be in any amount which is mutually satisfactory. The amount of any deficiency between
the equity maintained in the account by the other participants and their proportionate share of the [margin
required by the other provisions of this Rule] haircut requirements pursuant to SEA Rule 15c3-1 (Net Capital),
shall be deducted in computing the Net Capital of the member organization under the Exchange's Capital
Requirements.

(6)

(A) Broker/Dealer Accounts..—

A member organization may carry the proprietary account of another broker-dealer, which is registered with
the Securities and Exchange Commission, upon a margin basis which is satisfactory to both parties, provided
the requirements of Regulation T of the Board of Governors of the Federal Reserve System are adhered to
and the account is not carried in a deficit equity condition. The amount of any deficiency between the equity
maintained in the account and the [margin required by the other provisions of this Rule] haircut requirements
pursuant to SEA Rule 15c3-1 (Net Capital) shall be deducted in computing the Net Capital of the member
organization under the Exchange's Capital Requirements.

(B) Joint Back Office Arrangements..—

An arrangement may be established between two or more registered broker-dealers pursuant to Regulation T
Section 220.7(c) to form a joint back office (“JBO”) arrangement for carrying and clearing or carrying accounts
of participating broker-dealers. Member organizations must provide written notification to the Exchange prior
to establishing a JBO (also see Rule 313 for requirements regarding submission of partnership/corporate
documents.)

(i) A carrying and clearing, or carrying member organization must:

(1) maintain a minimum Tentative Net Capital of $25 million as computed pursuant to SEA Rule 15c3-1,
except that a member organization whose primary business consists of the clearance of options market-
maker accounts, may carry JBO accounts provided that it maintains a minimum Net Capital of $7 million
as computed pursuant to SEA Rule 15c3-1. In addition, the member organization must include in its ratio
of gross options market maker deductions to Net Capital required by the provisions of SEA Rule 15c3-1,
gross deductions for JBO participant accounts. Clearance of option market-maker accounts shall be
deemed a broker-dealer's primary business if a minimum of 60% of the aggregate deductions in the above
ratio are options market-maker deductions. In the event that a carrying and clearing, or carrying member
organization's Tentative Net Capital or Net Capital, respectively, has fallen below the above requirements the
firm shall (a) promptly notify the Exchange in writing of such deficiency, (b) take appropriate action to resolve
such deficiency within three consecutive business days or not permit any new transactions to be entered into
pursuant to the Joint Back Office arrangement.
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(2) maintain a written risk analysis methodology for assessing he amount of credit extended to participating
broker-dealers which shall be made available to the Exchange upon request; and

(3) deduct from Net Capital haircut requirements pursuant to SEA Rule 15c3-1 in excess of the equity
maintained in the accounts of participating broker-dealers.

(ii) A participating broker-dealer must:

(1) be a registered broker-dealer subject to the SEC's Net Capital rule;

(2) maintain an ownership interest in the carrying/clearing member organization pursuant to Regulation T of
the Federal Reserve Board Section 220.7; and

(3) maintain a minimum liquidating equity of $1 million in the Joint Back Office arrangement exclusive of the
ownership interest established in (2) above. When the minimum liquidating equity decreases below the $1
million requirement, the participant must deposit an amount sufficient to eliminate this deficiency within 5
business days or be subject to the margin account requirements prescribed for customers in Regulation T,
and the margin requirements pursuant to the other provisions of this Rule.

(e)(7) through (e)(8)

(C)(i) unchanged.

(ii) The greater of the aggregate credit agreed, in writing to be [and] or actually extended to all customers on
control and restricted securities of any one issue that exceeds 10% of the member organization's excess Net
Capital shall be deducted from Net Capital for purposes of determining a member organization's status under
Rule 326. The amount of such aggregate credit extended, which has been deducted in computing Net Capital
under Rule 325, need not be included in this calculation. The Exchange, upon written application, may reduce
the deduction to Net Capital under Rule 326 to 25% of such aggregate credit extended on those positions that
exceed 10% but are less than 15% of the member organization's excess Net Capital.

(e)(8)(C)(iii) unchanged

(iv) Concentration Reduction..—A concentration exists whenever the aggregate position in control and
restricted securities of any one issue, excluding “excess securities” (as defined below) exceeds (1) 10% of
the outstanding shares or (2) 100% of the average weekly volume during the preceding three month period.
Where a concentration exists, for purposes of computing sub-paragraph (B)(i) of this sub-section (e)(8), the
margin requirement on such securities shall be, based on the greater of (1) or (2) above, as specified below:

Percent of Outstanding Shares             or              Percent of Average Weekly
 Volume              Margin Requirement

Up to 10%                                                 Up to 100%                     
               25%

Over 10% and under 15%                                    Over 100% and under 200%       
               30%

15% and under 20%                                         200% and under 300%            
               45%

20% and under 25%                                         300% and under 400%            
               60%
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25% and under 30%                                         400% and under 500%            
               75%

30% and above                                             500% and above                 
               100%

For purposes of this sub-paragraph (e)(8)(C)(iv) “excess securities” shall mean the amount of securities,
if any, by which the aggregate position in control and restricted securities of any one issue exceeds the
aggregate amount of securities that would be required to support the aggregate credit extended on such
control and restricted securities if the applicable margin requirement were 50%

(v) The amount to be deducted from Net Capital for purposes of determining a member organization's status
under Rule 326, pursuant to this paragraph (e)(8)(C), shall not exceed 100% of the aggregate credit extended
reduced by any amount deducted in computing Net Capital under Rule 325.

(D) Restricted Securities..—Securities either:

(i) [held by your non-affiliates of the issuer which are] then saleable [by the non-affiliate] pursuant to the terms
and conditions of Rule 144(k) under the Securities Act of 1933, or

(ii) [which have been required by non-affiliates of the issuer in connection with a Rule 145(a) transaction
under the Securities Act of 1933 which are] then saleable [by such non-affiliate] pursuant to the terms and
conditions of Rule 145(d)(2) or (d)(3) under such Act,

shall not be subject to the provisions of this sub-section (e)(8) provided that the issuer continues to maintain
a consistent history of filing annual and periodic reports in timely fashion pursuant to the formal continuous
disclosure system under the Securities Exchange Act of 1934.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release No. 34-42453, dated February 24, 2000 and Exhibit A.
2  Net Capital before the application of securities haircuts.
3  To be considered as the broker-dealer's primary business, the options market-maker deductions to Net

Capital must equal or exceed 60% of the aggregate deductions in the ratio mentioned above.
4  Rule 431(e)(5) refers to "Specialists' and Market Makers' Accounts"
5  Rule 431(e)(6) refers to "Broker/Dealer Accounts"
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Market Surveillance

 TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW RULE 80A COLLARS AND RULE 80B CIRCUIT BREAKER LEVELS FOR THE SECOND
QUARTER 2000

EFFECTIVE APRIL 1, 2000 through JUNE 30, 2000

• Rule 80A restrictions on index arbitrage trading in component stocks of the S&P 500 Stock Price lndex sm *  

will be imposed when the Dow Jones Industrial Average sm **   (“DJIA”) is above or below its closing value on
the previous trading day by:

200 points or more

• Rule 80A restrictions will be removed when the DJIA is above or below its closing value on the previous
trading day by:

100 points or less

•Index arbitrage order entry restrictions will be re-imposed each time the DJIA advances or declines 200
points from the prior day's close.

• Rule 80B trading halts will be triggered when the DJIA declines below its closing value on the previous
trading day by:

1,050 points (Level 1)

2,100 points (Level 2)

3,150 points (Level 3)

Rule 80A

Whenever Rule 80A collars are in effect due to a decline in the DJIA, all index arbitrage orders to sell any
component stock of the S & P 500 Stock Price Index must be marked “sell plus”: and whenever the collars
are in effect due to an advance in the DJIA, all index arbitrage orders to buy must be marked “buy minus”.

Rule 80B

Whenever a Rule 80B circuit breaker is in effect, trading in all stocks on the Exchange will halt for the time
periods specified below.

Level 1 Halt

a) before 2:00 p.m. - one hour;

b) at 2:00 p.m. or later but before 2:30 p.m. - 30 minutes;

c) at 2:30 p.m. or later - trading shall continue, unless there is a Level 2 Halt.
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Level 2 Halt

a) before 1:00 p.m. - two hours;

b) at 1:00 p.m. or later but before 2:00 p.m. - one hour;

c) at 2:00 p.m. or later - trading shall halt and not resume for the remainder of the day.

Level 3 Halt

at any time - trading shall halt and not resume for the remainder of the day.

A complete discussion of the calculation of trigger values for Rule 80A and Rule 80B was published in
Information Memo No. 99-8, dated February 12, 1999 and Information Memo No. 98-15, dated April 13, 1998,
respectively.

Questions concerning these matters may be addressed to Brian McNamara at (212) 656-7086 or Donald
Siemer at (212) 656-6940.

Edward A. Kwalwasser

Group Executive Vice President

Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

*  "Standard & Poor's 500 Stock Price Index" is a service mark of Standard & Poor's Corporation.
**  "Dow Jones Industrial Average" is a service mark of Dow Jones & Company, Inc.
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Member Firm Regulation

 ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: JOINT STATEMENT BY NYSE AND NASD ON THE CONTINUING GROWTH IN INVESTOR
MARGIN DEBT

The New York Stock Exchange and the National Association of Securities Dealers have issued a joint
statement concerning the continuing growth of investor margin debt.

Salvatore Pallante

Senior Vice President

Attachment

Joint Statement By NYSE And NASD On The Continuing Growth In Investor Margin Debt

The continuing growth of the amount of customer margin account balances during the past year has caused
some commentors to question whether the investing public is over leveraging its investment positions.
Certainly, the growth of the overall equity securities market and of particular market segments has generated
considerable investor interest in the market. However, the increasing use of margin borrowings is not without
risk. In the event of a severe market contraction, some investors may not be in a position to sustain the
leveraging and will be required to liquidate their positions under unfavorable market conditions.

In view of the continuing increase in participation of individual investors in the market, the New York Stock
Exchange and NASD are asking their member firms to take several steps relative to the extension of margin
credit as follows:

•Individual investors should continue to be advised about the risk of investing on margin.

•Sales managers and account executives should be advised of the appropriate steps to be taken when and if
individual investors significantly change their levels of margin borrowings.

•Any account executive incentive programs that would promote the solicitation of margin accounts should be
carefully reviewed and curtailed if appropriate.

Further, member organizations are reminded that in addition to the 25% maintenance margin requirements
provided for under our Margin Rules 431 and 2520 respectively, paragraph (d) requires that procedures be
established by member organizations to:

(1) review limits and types of credit extended to all customers;

(2) formulate their own margin requirements; and

(3) review the need for instituting higher margin requirements, mark-to-markets and collateral deposits than
are required by this Rule for individual securities or customer accounts.
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Section (f)(1) of our Margin Rules provides, with regard to the determination of value for margin purposes,
that “…Substantial additional margin must be required in ail cases where the securities carried in ‘long’ or
‘short’ positions are subject to unusually rapid or violent changes in value…”

We understand that many member organizations generally maintain higher house maintenance margin
requirements on equities than 25%, and have imposed still higher maintenance requirements on specific
stocks and market segments. The NASD and NYSE request that member organizations review their
maintenance margin policies and requirements to consider whether further changes are necessary to address
the rapid growth of margin borrowing.

Thank you for your attention to these requests.

                                                       

                                            

Frank G. Zarb                                                          Richard A. Grasso

Chairman and Chief Executive Officer                                   Chairman and Chief
 Executive Officer

National Association of Securities Dealers                             New York Stock
 Exchange, Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Market Surveillance

 TO: ALL MEMBERS, MEMBER ORGANIZATIONS AND CHIEF OPERATING OFFICERS

SUBJECT: FLOOR OFFICIAL APPROVAL FOR STOP ORDER ELECTIONS

Exchange Rule 123A.40 generally prohibits a specialist from making a transaction for his or her own account
that would result in electing stop orders. However, the Rule permits a specialist to elect a stop order when his
or her bid or offer is made with the prior approval of a Floor official, has the effect of bettering the market and
the specialist guarantees that the stop order will be executed at the same price as the electing sale.

The Securities and Exchange Commission has approved an amendment to Rule 123A.40 to require
specialist's stop order elections to have Floor Official approval only when the price of the specialist's
electing transaction is more than 2/16 of a point away from the previous sale. This new provision is effective
immediately.

The Rule retains the requirement that the specialist guarantee that stop orders be executed at the same price
as the electing sale.

Amended Rule 123A.40 is attached as Exhibit A. Questions concerning this Rule may be addressed to John
Gregoretti at (212) 656-6791 or Arnold Kotler at (212) 656-6543.

Edward A. Kwalwasser

Group Executive Vice President

Regulation

Attachment

EXHIBIT A

Additions underscored

Deletions [bracketed]

Rule 123A

*****

.40 “Stop Orders” - A specialist must not make a transaction for his own account in a stock in which he
is registered that would result in putting into effect any stop order he may have on his book. However, a
specialist may be party to the election of a stop order only: (i) when his bid or offer[, made with the approval
of a Floor Official,] has the effect of bettering the market , [and] when he guarantees that the stop order will
be executed at the same price as the electing sale , and with Floor Official approval if the transaction is more
than 2/16 point away from the prior transaction; or (ii) when the specialist purchases or sells stock for his
own account solely for the purpose of facilitating completion of a member's order at a single-price, where
the depth of the current bid or offer is not sufficient to do so. When the specialist is acting in this manner, he
shall not be required to guarantee that the stop order will be executed at the same price as the electing sale.
If any stop order that is elected pursuant to (i) or (ii) above will be executed at a price which is one point or
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more away from a last sale of under $20 or two points or more away from a last sale of $20 or more, (unless,
pursuant to Rule 79A.30, a different price parameter has been established for the subject security, in which
case such different price parameter shall also be followed for purposes of this rule) the specialist must obtain
the approval of a Floor Governor prior to engaging in a transaction for his own account at the electing sale
price.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Member Firm Regulation

 ATTENTION: FLOOR MEMBERS, CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, COMPLIANCE
AND LEGAL DEPARTMENTS

TO: ALL MEMBERS, AND MEMBER ORGANIZATIONS

SUBJECT: CHANGES IN PROCESSING OF FLOOR EMPLOYEES' REGISTRATIONS

Exchange Rule 35 requires that Floor employees (“FE”) of members and member organizations file a
Uniform Application for Securities Industry Registration or Transfer (“ Form U-4”) and fingerprint card with the
Exchange prior to being permitted access to the Trading Floor (see Information Memo Nos. 99-20 and 94-17).
Currently, the applicant brings the Form U-4 and fingerprint card, along with a Floor Ticket and Security
Data Entry Sheet to the Qualifications and Registrations Department at 20 Broad Street, 22nd Floor, for
authorization to access the Trading Floor. This memorandum is to advise you of changes in the procedures
for the processing of Floor employee applications by the Qualifications and Registrations Department.

The first change concerns the hours of operation by the Qualifications and Registrations Department.
Effective March 1, 2000, Floor employee applications and visitors with any questions relating to
registrations, including requests for copies of completed Forms U-4 and U-5, will only be accepted
between the hours of 8:00 a.m. - 9:30 a.m. and 4:00 p.m. - 5:30 p.m.

The second change affects members and member organizations, which are also members of NASD.-
Inc. Also effective March 1, 2000, Forms U-4 and U-5 for the registration and termination of Floor
employees will be required to be filed electronically with the Web CRD SM. As you know, a fingerprint
card must be submitted to the CRD after entering the bar code number on the Form U-4. Please note that
only fingerprint cards having an NASD bar code number, printed on the back of the card can be used when
electronically filing a Form U-4 with Web CRD. The cards should be mailed to ensure receipt by the CRD
within 30 days of filing the Form U-4 application. Fingerprint cards with NASD bar code numbers can be
ordered by calling the NASD Gateway Call Center at 1-301-869-6699.

An applicant whose Form U-4 has been filed electronically should wait at least 24 hours for the Form U-4 to
be processed by the CRD before bringing the Floor Ticket and Security Data Entry Sheet to the Qualifications
and Registrations Department for access to the Trading Floor.

Members and member organizations, which are not members of NASD, Inc., will continue to file hard copy
Forms U-4 and U-5 with the Qualifications and Registrations Department.

REMINDER: Members and member organizations must maintain for its records signed copies of either the
manually or electronically filed Form U-4 and U-5. (See also Exchange Rule 345.11, .12, .17 and .18 and
Rule 17f-2 of the Securities Exchange Act of 1934.)

For the Exchange to convert the registrations for currently employed Floor employees of broker-dealers who
are also members of NASD, Inc. to the Web CRD, a Form U-4 application, requesting the FE registration
category, must be filed with the Web CRD no later than April 30, 2000. Individuals, whose fingerprint cards
were previously submitted to the Exchange, may check the “fingerprint exempt” box on the Form U-4 instead
of inputting a bar code number. If the Floor employee is registered in another category (i.e., as a general
securities registered representative - Series 7), and a Form U-4 has been filed by your firm with Web CRD,
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only page one of the Form U-4 requesting the FE category needs to be filed. The Exchange will approve the
FE registrations retroactive to the original approval date.

Any questions relating to this memorandum may be directed to Juan Vazquez at (212) 656-4814 or Peggy
Germino at (212) 656-8450.

Salvatore Pallante

Senior Vice President

Attachment - Information Memos No. 99-20 and 94-17

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Market Surveillance

 TO: ALL MEMBERS, MEMBER ORGANIZATIONS AND CHIEF OPERATING OFFICERS

SUBJECT: ADDITIONS TO THE LIST OF RULES SUBJECT TO THE IMPOSITION OF FINES FOR MINOR
VIOLATIONS UNDER RULE 476A PROCEDURES

The Securities and Exchange Commission has approved the addition of the following rules to the list of rules
for violations of which the Exchange may determine to impose fines pursuant to the expedited procedures of
Rules 476A:

• Rule 97(a) relating to purchases by a member of additional shares of stock on a “plus” or “zero plus” tick
when it holds a long position in the stock as a result of an earlier block trade with a customer;

•Failure to comply with Expiration Day Auxiliary Opening Procedures.

Members and member organizations are reminded that, notwithstanding the procedures authorized by Rule
476A, the Exchange may, in any case it deems appropriate, proceed to bring charges and commence a
disciplinary proceeding under Rule 476.

The “List of Exchange Rule Violations And Fines Applicable Thereto Pursuant to Rule 476A” and the amount
of fines that may be imposed are contained in Exhibit A.

Questions concerning any matters in this Information Memo may be directed to Brian McNamara (212)
656-7086 or Donald Siemer (212) 656-6940.

Edward A. Kwalwasser

Group Executive Vice President

Regulation

Attachments

Exhibit A

Additions underscored

LIST OF EXCHANGE RULE VIOLATIONS AND FINES APPLICABLE THERETO PURSUANT TO RULE
476A

• Rule 15 (ITS and Pre-Opening Applications) and Rule 15A (ITS “Trade-Throughs” and “Locked-Markets”
and ITS Block Trade Policy)

•Violation of the agency provisions of Rule 72(b)

• Rule 79A.15 requirements for specialists' display of customer limit orders

• Rule 79A.30 requirement to obtain Floor Official approval for trades at wide variations from last sale

• Rule 80A(b) restrictions on entry of stop orders and stop limit orders

• Rule 80A(c) and (d) tick requirements for certain orders when the Dow Jones Industrial Average* has moved
50 points from the previous close
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• Rule 95 order identification requirements and prohibition of transactions which involve discretion on the
Floor as to choice of security, total amount of security to be bought or sold whether transaction is purchase or
sale.

• Rule 97(a) prohibitions regarding subsequent purchases of stock on the same trading day, after effecting a
block transaction with a customer.

•Reporting rule violations (Rule 97.40, 104A.50, 107A.30, 112A.10, 304(h)(2), 312(a), (b) & (c), 313, 345.12,
345.17, 346(c), 351, 421, 440F, G & H and 706)

•Participation in the Specialist Performance Evaluation Questionnaire (SPEQ) Process (Rule 103A)

• Rule 104.10 (Functions of Specialist)

• Rule 104.12 Specialist investment account rule violations

• Rule 105 and Guidelines (Specialist Specialty Stock Option Transactions)

•Specialists' Contact With Listed Companies and Member Organizations (Rule 106)

• Rule 107A RCMM stabilization requirement violations

• Rule 112 (d) Competitive Trader stabilization requirement violations

• Rule 116.30 requirements for specialists' stopping stock

•Record retention rule violations (Rules 117, 121, 123, 123A.20, 345.11, 410, 432(a), 440 and 472(c)

•Failure to Time-Record Orders Received at the Specialist's Post (Rule 121) and Failure to Time-Record
Orders received at a Member's Booth from off the Floor (Rule 123)

•Failure of a member or member organization to use standardized Floor stationery as required by Rule
123A.23

•Percentage Orders (Rule 123A.30)

• Rule 123A.40 requirements to obtain Floor Official approval for election of stop orders

•Failure to utilize procedures of Rule 127 to satisfy all better priced limit orders when effecting block crosses
outside the quote and failure to provide public orders an execution at the cross price when required by Rule
127 procedures

•Failure to collect and/or submit all audit trail data specified in Rule 132

• Rule 134(c) and (e) requirement to comply with specified QT procedures and time periods

•Failure to Obtain Exchange Approval Rule Violations (Rules 312(h) & (i), 342(c), 342.10, 346(e) and (f),
382(a) and 791(c))

•Failure of a member organization to have individuals responsible and qualified for the positions of Financial
Principal, Operations Principal, Compliance Official, Branch Office Manager and Supervisory Analyst (Rules
342(b), (d) & .13, 311(b)(5) and 344)

• Rule 343 requirements relating to member organization office sharing arrangements

•Failure of a member organization to have individuals responsible and qualified for the positions of Securities
Lending Supervisor and Securities Trader Supervisor (Rule 345(a))

•Failure to obtain employer's prior written consent for engaging in an outside activity as required by Rule
346(b)

•Guaranteeing a customer's account against loss or sharing in profits or losses as prohibited by Rule 352(b)
and (c)

• Rule 387 requirements for customer COD/POD transactions

• Rule 392 notification requirements
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• Rule 407 requirements for transactions of employees of the Exchange, members or member organizations

• Rule 408(a) requirement that written authorizations be obtained for discretionary power in a customer's
account

• Rule 410A requirements for automated submission of trading data

• Rule 410B requirements to report transactions in Exchange listed securities not otherwise reported to the
Consolidated Tape

•Failure to transfer a customer securities account in accordance with the requirements of Rule 412 and the
interpretations thereunder

• Rule 440B short sale rule violations

• Rule 440C failure to deliver against a short sale without diligent effort to borrow

• Rules 451 and 452 requirements relating to transmission of proxy material and authorizing the giving of
proxies

• Rule 460.30 notification requirements

•Misstatements or omission of fact on submissions filed with the Exchange (Rule 476(a)(10))

•Failure to submit books and records or to furnish information on the date or within the time period that the
Exchange requires (Rule 476(a)(11))

• Rules 704 and 705 options position limits and exercise limits

•Failure of a member organization to have individuals responsible and qualified for the positions of Registered
Options Principal, Senior Registered Options Principal and Compliance Registered Options Principal (Rules
720 and 722(b))

• Rule 726 options disclosure document and prospectus delivery requirement violations

• Rule 750(e)(i) requirement for options specialists to establish bid/ask spreads no greater than the maximum
permitted Competitive Options Traders, based on the price of the option or the bid/ask differential of the
underlying security.

• Rule 758(b)(i)(C)(1) requirement for Competitive Options Traders to establish bid/ask spreads no greater
than the maximum permitted, based on the price of the option or the bid/ask differential of the underlying
security

• Rule 758(b)(ii)(A) limitations on principal/agency trading of a Competitive Options Trader

• Rule 762 requirements to file option trade information

• Rule 780(b)(i) requirements for members and member organizations to indicate final decisions of holders of
equity options either to exercise or not to exercise expiring equity options by a specific time

• Rule 780(f) requirement for members and member organizations to make, keep and file with the Exchange
records concerning final exercise decisions made with respect to options in certain circumstances

• Rule 780.10(b) requirement to deliver “exercise advise”

• Rule 781 allocation of exercise assignment notice violations

•Violations of Exchange policies regarding procedures to be followed in delayed opening situations

• Failure to adhere to Expiration Day Auxiliary Opening Procedures for order entry, order identification and
imbalance publication with respect to orders relating to expiration of index-related derivative products

•Failure to adhere to entry and cancellation procedures for limit-at-the-close and market-at-the-close orders
on non expiration days, expiration Fridays and quarterly expiration days.

•Failure of new member to adhere to order execution supervision procedures during period the member is
required to wear a temporary badge.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

428

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE407/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE408%28a%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE412/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE440B/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE440C/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE451/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE452/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE460.30/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE476%28a%29%2810%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE476%28a%29%2811%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


         Fine amount                   Individual                    Member Organization

         First Time Fined              $500                          $1,000

\**/     Second Time Fined             $1,000                        $2,500

\**/     Subsequent Fines              $2,500                        $5,000

\*/ “Dow Jones Industrial Average” is a service mark of Dow Jones & Co., Inc.

\**/ Within a “rolling” 12-months period.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 00-03

Click to open document in a browser

January 7, 2000

  

Market Surveillance

 ATTENTION: COMPLIANCE, LEGAL, REGISTRATION AND TRAINING DEPARTMENTS

TO: ALL MEMBERS, AND MEMBER ORGANIZATIONS

SUBJECT: ADMINISTRATION OF THE TRADING ASSISTANT QUALIFICATION EXAMINATION (SERIES
25)

IMPORTANT REMINDER

Information memo No. 99-12, dated February 24, 1999, announced the new Series 25 examination
requirement for all Floor employees of member organizations who function as Trading Assistants. Such
employees must satisfy the prerequisite training requirements and pass the Series 25 examination before
they can perform their functions without specialized supervision.

This memorandum will serve as a reminder that persons functioning as Trading Assistants as of the
effective date of the examination, March 17, 1999, must pass the Series 25 examination by March 17,
2000.

Series 25 Examination Administration Procedures

Applications for the examination are available at the NYSE Qualifications and Registrations Department, 20
Broad Street, 22nd Floor, New York, NY 10005.

Candidates for the examination must complete the Series 25 application and forward it to the Qualifications
and Registrations Department. If the candidate does not have a Form U-4 and fingerprints on file, he or she
must submit them along with the completed Series 25 application form. (On Page One of Form U-4, the
“Other” box should be checked and “Series 25” filled in). The application for the examination cannot be
processed until all the required documentation has been filed with the Exchange.

Questions regarding Series 25 Registration may be directed to Juan Vazquez at (212) 656-4814. Questions
regarding the Series 25 Examination may be directed to Kathy Fitzgerald at (212) 656-6854 or Marilyn
Santos at (212) 656-5313.

Salvatore Pallante

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 00-01

Click to open document in a browser

January 3, 2000

  

Market Surveillance

 TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW RULE 80A COLLARS AND RULE 80B CIRCUIT BREAKER LEVELS FOR THE FIRST
QUARTER 2000

EFFECTIVE JANUARY 1, 2000 through MARCH 31, 2000

• Rule 80A restrictions on index arbitrage trading in component stocks of the S&P 500 Stock Price lndex sm *  

will be imposed when the Dow Jones Industrial Average sm **   (“DJIA”) is above or below its closing value on
the previous trading day by:

220 points or more

• Rule 80A restrictions will be removed when the DJIA is above or below its closing value on the previous
trading day by:

110 points or less

•Index arbitrage order entry restrictions will be re-imposed each time the DJIA advances or declines 220
points from the prior day's close.

• Rule 80B trading halts will be triggered when the DJIA declines below its closing value on the previous
trading day by:

1,100 points (Level 1)

2,250 points (Level 2)

3,350 points (Level 3)

Rule 80A

Whenever Rule 80A collars are in effect due to a decline in the DJIA, all index arbitrage orders to sell any
component stock of the S & P 500 Stock Price Index must be marked “sell plus”: and whenever the collars
are in effect due to an advance in the DJIA, all index arbitrage orders to buy must be marked “buy minus”.

Rule 80B

Whenever a Rule 80B circuit breaker is in effect, trading in all stocks on the Exchange will halt for the time
periods specified below.

Level 1 Halt

a) before 2:00 p.m. - one hour;

b) at 2:00 p.m. or later but before 2:30 p.m. - 30 minutes;

c) at 2:30 p.m. or later - trading shall continue, unless there is a Level 2 Halt.
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Level 2 Halt

a) before 1:00 p.m. - two hours;

b) at 1:00 p.m. or later but before 2:00 p.m. - one hour;

c) at 2:00 p.m. or later - trading shall halt and not resume for the remainder of the day.

Level 3 Halt

at any time - trading shall halt and not resume for the remainder of the day.

A complete discussion of the calculation of trigger values for Rule 80A and Rule 80B was published in
Information Memo No. 99-8, dated February 12, 1999 and Information Memo No. 98-15, dated April 13, 1998,
respectively.

Questions concerning these matters may be addressed to Brian McNamara at (212) 656-7086 or Donald
Siemer at (212) 656-6940.

Edward A. Kwalwasser

Group Executive Vice President

Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

*  "Standard & Poor's 500 Stock Price Index" is a service mark of Standard & Poor's Corporation.
**  "Dow Jones Industrial Average" is a service mark of Dow Jones & Company, Inc.
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December 31, 1999

  

Member Firm Regulation

NYSE

 New York Stock Exchange, Inc.

20 Broad Street New York, NY 10005

ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, CREDIT AND MARGIN
DEPARTMENTS, COMPLIANCE AND LEGAL DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO {L-End} RULE 431 (“MARGIN REQUIREMENTS”) REGARDING OPTIONS

The Securities and Exchange Commission (“SEC”) has approved amendments to {L-End} Exchange

Rule 431 (“Margin Requirements”) (see Exhibit A) relating to the margin treatment of options. 1   These
amendments reflect recent changes to Regulation T of the Board of Governors of the Federal Reserve Board,
which now permits options to be margined in accordance with rules of self-regulatory organizations (“SROs”).
The effective date for implementation will be January 20, 2000.

The significant changes are summarized below:

•The types of option strategies eligible for cash accounts have been expanded, provided sufficient funds are
deposited to cover the maximum potential exposure.

•The amendments establish reduced maintenance margin requirements for certain hedged option strategies
commensurate with the economic risk associated with such positions. These strategies are Hedged Puts and
Calls, Conversions, Reverse Conversions and Collars.

•The amendments also allow for loan value on long-term options (“LEAPS”) with remaining time to expiration
exceeding nine months. Where the expiration of the option is nine months or less, there is no loan value.

•The minimum margin requirement on short, uncovered puts will now be based on the exercise price of the
option.

•Additionally, new definitions of butterfly spreads and box spreads have been added to the Rule.

I. Cash Account Transactions

Transactions permitted in a cash account have been expanded to include limited risk spread strategies. To
qualify for the cash account, the option components must all: 1) be cash-settled, 2) have European-style

exercise 2  , 3) have the same time and date of expiration and 4) must be structured in accordance with the
requirements contained in the definition section (See {L-End} Rule 431(f)(2)(c)).

The limited risk spread strategies are as follows:

1) Long Call or Put Spreads

2) Long (Call or Put) Butterfly Spreads

3) Long Box Spreads
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Requirement:

Full cash payment of the net debit created by establishing the position must be held in the account at the time
the strategy is established, or deposited promptly thereafter.

4) Short Call or Put Spreads

5) Short Box Spreads

Requirement:

Cash or cash equivalents equal to or greater than the exercise price differential must be held in the account at
the time the strategy is established, or deposited promptly thereafter.

6) Short Call Butterfly Spreads

Requirement:

Cash or cash equivalents equal to or greater than the differential between the two lowest exercise prices
must be held in the account at the time the strategy is established or deposited promptly thereafter. Credits
received may be applied.

7) Short Put Butterfly Spreads

Requirement:

Cash or cash equivalents equal to or greater than the differential between the two highest exercise prices
must be held in the account at the time the strategy is established or deposited promptly thereafter. Credits
received may be applied.

•Escrow agreements in conformity with Exchange standards can be used in lieu of the cash or cash
equivalents required to be held in the cash account.

II. Margin Account Transactions

The amendments lower maintenance margin requirements on certain stock/option strategies that are

“American Style” 3   because the individual strategy is treated as a combined position with lower risk.
Members and Member organizations are reminded that these are NYSE minimum requirements and should
establish whether higher requirements are appropriate for certain options, option strategies or customers. The
specific hedge strategies and maintenance margin requirements approved under the amendments are as
follows:

1. Hedged Put (Long stock/Long put)

Requirement: The lower of: 1) 10% of the put exercise price plus 100% of any “out-of-the-money” amount, or
2) 25% of the current long stock market value.

2. Hedged Call (Long call/Short stock)

Requirement: The lower of: 1) 10% of the call exercise price plus 100% of any “out-of-the-money” amount, or
2) 30% of the current short stock market value.

3. *   Conversion (Long stock position held in conjunction with a long put and short call)

Requirement: 10% of the exercise price. The put and call must have the same expiration date and exercise
price.

4. Reverse Conversion (Short stock position held in conjunction with a long call and short
put)
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Requirement: 10% of the exercise price. The put and call must have the same expiration date and exercise
price.

5. *   Collar (Long stock position held in conjunction with a long put and short call)

Requirement: The lower of: 1) 10% of the put exercise price plus 100% of any “out-of-the money” amount on
the put, or 2) 25% of the call exercise price. The put and call must have the same expiration date.

New provisions concerning initial and maintenance requirements

Long (Debit) Butterfly Spreads. The net debit incurred by establishing a long butterfly spread (the max. risk)
must be paid for in full. The butterfly spread must be structured as defined in the rule.

Short (Credit) Butterfly Spreads. For short call butterfly spreads, margin required is the difference between the
two lowest exercise prices; and for short put butterfly spreads margin required is the difference between the
two highest exercise prices. Net credit received may be applied. The butterfly spread must be structured as
defined in the rule.

Long (Debit) Box Spreads. The net debit incurred by establishing a long box spread (the max. risk) must be
paid for in full. The box spread must be structured as defined in the rule.

Short (Credit) Box Spread. The difference in the exercise price. Net credit received may be applied. The box
spread must be structured as defined in the rule.

III. Loan Value on LEAPS

The initial and maintenance margin required on long listed options 4   with remaining time to expiration
exceeding nine months is 75% of the current market value. Therefore, the loan value is 25% of the current
market value. This includes equity and index warrants.

The initial and maintenance margin required on long OTC options 5   with remaining time to expiration
exceeding nine months is 75% of the “in-the-money” amount (including equity and index warrants) provided:

1) The options are American-Style, and

2) The contract is guaranteed by a broker/dealer.

Although 75% of the option's “in-the-money” amount 6   is required, in addition, 100% of any amount by which
the current market value exceeds the intrinsic value is also required for initial margin.

Credit may be extended on long box spreads provided the spread is composed entirely of European-style
options. The requirement is 50% of the aggregate difference in the two exercise prices (buy and sell). This is
both the initial and maintenance margin requirement. A long box position is allowed market value for margin
equity purposes not to exceed 100% of the aggregate exercise price differential.

IV. Minimum Margin Required on Short, Uncovered Put Options

The minimum margin requirement on short, uncovered puts is now based on a percentage of the put option's
exercise price rather than on a percentage of the current market value of the underlying instrument.

Inquiries regarding these amendments should be directed to Albert Lucks (212) 656-5782, Olga Davis (212)
656-7227 or Pat Neil (212) 656-5227.

___________________________

Salvatore Pallante

Senior Vice President

Attachments
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Exhibit A

Additions underscored Deletions [bracketed]

Proposed Amendments to {L-End} Rule 431 (“Margin Requirements”)

{L-End} Rule 431 Margin Requirements

(a) through (f)(1) unchanged

(f)

(2) Puts, Calls, Other Options, Currency Warrants, Currency Index Warrants and Stock Index Warrants.

(A) Except as provided below, and in the case of a put, call, index stock group option, or stock index warrant
with a remaining period to expiration exceeding 9 months, no put, call, currency warrant, currency index
warrant or stock index warrant carried for a customer shall be considered of any value for the purpose of
computing the margin to be maintained in the account of such customer.

(B) Unchanged

(C) For purposes of this sub-section (f)(2), obligations issued by the United States Government shall be
referred to as United States Government obligations. Mortgage pass-through obligations guaranteed as to
timely payment of principal and interest by the Government National Mortgage Association shall be referred
to as GNMA obligations.

The terms “current market value” or “current market price” of an option, currency warrant, currency index
warrant or stock index warrant [shall mean the total cost or net proceeds of the option contract or warrant
on the day it was purchased or sold and at any other time shall be the preceding business day's closing
price of that option or warrant (times the appropriate unit of trading or multiplier) as shown by any regularly
published reporting or quotation service.] are as defined in {L-End} Section 220.2 of Regulation T of the Board
of Governors of the Federal Reserve System.

The term “exercise settlement amount” shall mean the difference between the “aggregate exercise price”
and the “aggregate current index value” (as such terms are defined in the pertinent By-Laws of the Options
Clearing Corporation).

The term “stock option (contract)” shall mean an option contract on a single stock. The term “index stock
group option (contract)” shall mean an option contract on an index stock group.

The terms “currency warrant”, “currency index warrant”, “index currency group”, “stock index warrant” and, in
respect of stock index warrants, “industry index stock group” shall have the meanings that paragraph (a) of
{L-End} Rule 414 (Index and Currency Warrants) assigns to them.

The terms “call” and “put” as used in connection with currency, currency index or stock index warrant mean
a warrant structured as a “call” or “put” (as appropriate) on the underlying currency, index currency group or
index stock group (as the case may be).

Except where the context otherwise requires, the definitions contained in section (b) of {L-End} Rule 700,
“Applicability, Definitions and References”, shall apply to the terms used in this sub-section (f)(2).

When used in respect of a currency index warrant or a stock index warrant, the term “index group value” shall
mean $1.00 (1) multiplied by the numerical value reported for the index that is derived from the market prices
of the currencies in the index currency group or the stocks in the index stock group and (2) divided by the
applicable divisor stated in the prospectus (if any).

A “registered clearing agency” shall mean a clearing agency as defined in {L-End} Section 3(a)(23) of the
Securities Exchange Act of 1934 that is registered with the Securities and Exchange Commission pursuant to
{L-End} Section 17A(b)(2) of the Act.
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The term “underlying component” shall mean in the case of stock, the equivalent number of shares; industry
and broad index stock groups, the current index group value and the applicable index multiplier; U.S.
Treasury bills, notes and bonds, the underlying principal amount; foreign currencies, the units per foreign
currency contract; and interest rate contracts, the interest rate measure based on the yield of U.S. Treasury
bills, notes or bonds and the applicable multiplier. The term “interest rate measure” represents, in the case
of short term U.S. Treasury bills, the annualized discount yield of a specific issue multiplied by ten or, in the
case of long term U.S. Treasury notes and bonds, the average of the yield to maturity of the specific issues
multiplied by ten.

The term “butterfly spread” means an aggregation of positions in three series of either puts or calls all having
the same underlying component or index, and time of expiration, and based on the same aggregate current
underlying value, where the interval between the exercise price of each series is equal, which positions are
structured as either: (A) a “long butterfly spread” in which two short options in the same series are offset by
one long option with a higher exercise price and one long option with a lower exercise price or (B) a “short
butterfly spread” in which two long options in the same series offset one short option with a higher exercise
price and one short option with a lower exercise price.

The term “box spread” means an aggregation of positions in a long call and short put with the same exercise
price (“buy side”) coupled with a long put and short call with the same exercise price (“sell side”) all of which
have the same underlying component or index and time of expiration, and are based on the same aggregate
current underlying value, and are structured as: (A) a “long box spread” in which the sell side exercise price
exceeds the buy side exercise price or, (B) a “short box spread” in which the buy side exercise price exceeds
the sell side exercise price.

The term “escrow agreement”, when used in connection with cash settled calls, puts, currency warrants,
currency index warrants or stock index warrants, carried short, means any agreement issued in a form
acceptable to the Exchange under which a bank holding cash, cash equivalents, one or more qualified
equity securities or a combination thereof in the case of a call or warrants or cash, cash equivalents or a
combination thereof in the case of a put or warrant is obligated (in the case of an option) to pay the creditor
the exercise settlement amount in the event an option is assigned an exercise notice or, (in the case of a
warrant) the funds sufficient to purchase a warrant sold short in the event of a buy-in.

In the case of any put, call, currency warrant, currency index warrant, or stock index warrant carried “long”
in a customer's account which expires in 9 months or less, initial margin must be deposited and maintained
equal to at least 100% of the purchase price of the option or warrant.

Long Listed Option or Warrant With An Expiration Exceeding 9 Months. In the case of a put, call, index
stock group option, or stock index warrant that is issued by a registered clearing agency, margin must be
deposited and maintained equal to at least 75% of the current market value of the option or warrant; provided
the option or warrant has a remaining period to expiration exceeding 9 months.

Long OTC Option or Warrant With An Expiration Exceeding 9 Months . In the case of a put, call, index
stock group option, or stock index warrant carried long that is not issued by a registered clearing agency,
margin must be deposited and maintained equal to at least 75% of the option's or warrant's “in-the-money”
amount plus 100% of the amount, if any, by which the current market value of the option or warrant exceeds
its “in-the-money” amount provided the option or warrant:

(1) is guaranteed by the carrying broker-dealer,

(2) has an American style exercise provision, and

(3) has a remaining period to expiration exceeding 9 months.

(D) The margin required on any put, call, currency warrant, currency index warrant, or stock index warrant
issued, guaranteed or carried “short” in a customer's account shall be:
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(i) In the case of puts and calls issued by a registered clearing agency, 100% of the current market value
of the option plus the percentage of the current value of the underlying component specified in column II
of this subsection (D)(i) below. In the case of currency warrants, currency index warrants and stock index
warrants, 100% of the current market value of each such warrant plus the percentage of the warrant's current
“underlying component value” (as column IV of this subsection (D)(i) describes) specified in column II of this
subsection (D)(i) below.

[Notwithstanding the margin required below] The [minimum] margin on any put, call, currency warrant,
currency index warrant or stock index warrant issued, guaranteed or carried “short” in a customer's account
may be reduced by any “out-of-the-money amount” (as defined in this subsection (D)(i) below), but shall not
be less than 100% of the current value of the option or warrant plus the percentage of the current value of the
underlying component specified in column III of this subsection (D)(i) below , except in the case of any put
issued, guaranteed or carried “short” in a customer's account. Margin on such put option contract shall not be
less than the current value of the put option plus the percentage of the put option's exercise price as specified
in column III of this subsection (D)(i).

[Current tables unchanged]

(ii) Unchanged

(iii) In the case of puts and calls not issued by a registered clearing agency the percentage of the current
value of the underlying component and the applicable multiplier if any, specified in column II of this subsection
(f)(2)(D)(iii) below, plus any “in-the-money amount” (as defined in this subsection (f)(2)(D)(iii)).

[Notwithstanding the margin required by this subsection ] In the case of options not issued by a registered
clearing agency, the [minimum] margin on any put or call issued, guaranteed or carried “short” in a customer's
account may be reduced by any “out-of-the-money amount” (as defined in subsection (f)(2)(D)(i)), but shall
not be less than the percentage of the current value of the underlying component and the applicable multiplier
if any, specified in column III of this subsection (f)(2)(D)(iii) below , except in the case of any put issued,
guaranteed or carried “short” in a customer's account. Margin on such put option contract shall not be less
than the percentage of the put option's exercise price as specified in column III of this subsection (f)(2)(D)(iii)
below.

(iv) through (G) (iv) Unchanged

(G)

(v) The following requirements set forth the minimum amount of margin which must be maintained in margin
accounts of customers having positions in components underlying options, and stock index warrants, when
such components are held in conjunction with certain positions in the overlying option or warrant. The option
or warrant must be issued by a registered clearing agency or guaranteed by the carrying broker-dealer. In the
case of a call or warrant carried in a short position, a related long position in the underlying component shall
be valued at no more than the call/warrant exercise price for margin equity purposes.

Long Option or Warrant Offset : When a component underlying an option or warrant is carried long
(short) in an account in which there is also carried a long put (call) or warrant specifying equivalent units
of the underlying component, the minimum amount of margin which must be maintained on the underlying
component is 10% of the option/warrant exercise price plus the “out-of-the-money” amount, not to exceed the
minimum maintenance required pursuant to paragraph (c) of this Rule.

Conversions: When a call or warrant carried in a short position is covered by a long position in equivalent
units of the underlying component and there is also carried with a long put or warrant specifying equivalent
units of the same underlying component and having the same exercise price and expiration date as the short
call or warrant, the minimum amount of margin which must be maintained for the underlying component shall
be 10% of the exercise price.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

438

http://researchhelp.cch.com/License_Agreement.htm


Reverse Conversions: When a put or warrant carried in a short position is covered by a short position
in equivalent units of the underlying component and is also carried with a long call or warrant specifying
equivalent units of the same underlying component and having the same exercise price and expiration date
as the short put or warrant, the minimum amount of margin which must be maintained for the underlying
component shall be 10% of the exercise price plus the amount by which the exercise price of the put exceeds
the current market value of the underlying, if any.

Collars: When a call or warrant carried in a short position is covered by a long position in equivalent units
of the underlying component and is also carried with a long put or warrant specifying equivalent units of the
same underlying component and having a lower exercise price and the same expiration date as the short call/
warrant, the minimum amount of margin which must be maintained for the underlying component shall be
the lesser of 10% of the exercise price of the put plus the put “out-of-the-money” amount or 25% of the call
exercise price.

Butterfly Spread : This subparagraph applies to a butterfly spread as defined in subparagraph (f)(2)(C) of
this Rule where all option positions are issued by a registered clearing agency or guaranteed by the carrying
broker-dealer.

(1) With respect to a long butterfly spread as defined in subparagraph f(2)(C) of this Rule, the net debit must
be paid in full.

(2) With respect to a short butterfly spread as defined in subparagraph f(2)(C) of this Rule, margin must be
deposited and maintained equal to at least the amount of the aggregate difference between the two lowest
exercise prices with respect to short butterfly spreads comprised of calls or the aggregate difference between
the two highest exercise prices with respect to short butterfly spreads, comprised of puts. The net proceeds
from the sale of short option components may be applied to the requirement.

Box Spread: This subparagraph applies to box spreads as defined in subparagraph f(2)(C) of this Rule,
where all option positions are issued by a registered clearing agency or guaranteed by the carrying broker-
dealer.

(1) With respect to a long box spread as defined in subparagraph f(2)(C) of this Rule, the net debit must be
paid in full.

(2) With respect to a short box spread as defined in subparagraph f(2)(C) of this Rule, margin must be
deposited and maintained equal, at least the amount of the aggregate difference between the exercise prices.
The net proceeds from the sale of short option components may be applied to the requirement.

Long Box Spread in European Style Options: With respect to a long box spread as defined in
subparagraph f(2)(C) of this Rule, in which all component options have a European style exercise provision
and are issued by a registered clearing agency or guaranteed by the carrying broker-dealer, margin must be
deposited and maintained equal to at least 50% of the aggregate difference in the exercise prices. The net
proceeds from the sale of short option components may be applied to the requirement. For margin purposes,
the long box spread may be valued at an amount not to exceed 100% of the aggregate difference in the
exercise prices.

(H) through (f)(2)(L) unchanged.

(M) Cash account transactions. A member organization may make option transactions in a customer's cash
account, providing:

(i) The transaction is permissible under {L-End} Section 220.8 of Regulation T of the Board of Governors of
the Federal Reserve System; or

(ii) [The transaction is a debit put spread in listed broad-based index options with European-style exercise
comprised of a long put(s) coupled with a short put(s) overlying the same broad-based index with an
equivalent underlying aggregate index value and the short put(s) and long put(s) expire simultaneously,
and the strike price of the long put(s) exceed the strike price of the short put(s).] Spreads. A European style
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cash-settled index stock group option or stock index warrant carried in a short position is deemed a covered
position, and eligible for the cash account, provided a long position in a European style cash-settled stock
group index option, or stock index warrant having the same underlying component or index that is based
on the same aggregate current underlying value, is held in or purchased for the account on the same day
provided:

(A) the long position and the short position expire concurrently,

(B) the long position is paid in full, and

(C) there is held in the account at the time the positions are established, or received into the account promptly
thereafter:

(1) cash or cash equivalents of not less than any amount by which the aggregate exercise price of the long
call or call warrant (short put or put warrant) exceeds the aggregate exercise price of the short call or call
warrant (long put or put warrant), to which requirement of net proceeds from the sale of the short position may
be applied, or

(2) an escrow agreement.

The escrow agreement must certify that the bank holds for the account of the customer as security for the
agreement 1) cash, 2) cash equivalents, or 3) a combination thereof having an aggregate market value at
the time the positions are established of not less than any amount by which the aggregate exercise price
of a long call or call warrant (short put or put warrant) exceeds the aggregate exercise price of a short call
or call warrant (long put or put warrant) and that the bank will promptly pay the member organization such
amount in the event the account is assigned an exercise notice or that the bank will promptly pay the member
organization funds sufficient to purchase a warrant sold short in the event of a buy-in.

(D) A long warrant may offset a short option contract and a long option contract may offset a short warrant
provided they have the same underlying component or index and equivalent aggregate current underlying
value.

(iii) Butterfly Spreads . Put or call options carried in a short position are deemed covered positions and
eligible for the cash account provided the account contains long positions of the same type which in
conjunction with the short options, constitute a butterfly spread as defined in subparagraph f(2)(C) of this Rule
and provided:

• all component options are listed, or guaranteed by the carrying broker-dealer,

• all component options are European style,

• all component options are cash settled,

• the long options are held in, or purchased for the account on the same day,

• with respect to a long butterfly spread as defined in subparagraph f(2)(C) of this Rule, the net debit is paid in
full, and

• with respect to a short butterfly spread as defined in subparagraph f(2)(C) of this Rule, are held in the
account at the time the positions are established or received into the account promptly thereafter:

(1) cash or cash equivalents of not less than the amount of the aggregate difference between the two lowest
exercise prices with respect to short butterfly spreads comprised of call options or the aggregate difference
between the two highest exercise prices with respect to short butterfly spreads comprised of put options, to
which requirement the net proceeds from the sale of short option components may be applied, or

(2) an escrow agreement.

The escrow agreement must certify that the bank holds for the account of the customer as security for the
agreement 1) cash, 2) cash equivalents or 3) a combination thereof having an aggregate market value at the
time the positions are established of not less than the amount of the aggregate difference between the two
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lowest exercise prices with respect to short butterfly spreads comprised of calls or the aggregate difference
between the two highest exercise prices with respect to short butterfly spreads comprised of puts and that
the bank will promptly pay the member organization such amount in the event the account is assigned an
exercise notice on the call (put) with the lowest (highest) exercise price.

(iv) Box Spreads . Puts and calls carried in a short position are deemed covered positions and eligible for
the cash account provided the account contains long positions which in conjunction with the short options
constitute a box spread as defined in subparagraph f(2)(C) of this Rule provided:

• all component options are listed, or guaranteed by the carrying broker-dealer,

• all component options are European style,

• all component options are cash settled,

• the long options are held in, or purchased for the account on the same day,

• with respect to a long box spread as defined in subparagraph f(2)(C) of this Rule, the net debit is paid in full,
and with respect to a short box spread as defined in subparagraph f(2)(C) of this Rule, there is held in the
account at the time the positions are established, or received into the account promptly thereafter:

(1) cash or cash equivalents of not less than the amount of the aggregate difference between the exercise
prices, which requirement of the net proceeds from the sale of short option components may be applied, or

(2) an escrow agreement.

The escrow agreement must certify that the bank holds for the account of the customer as security for the
agreement 1) cash, 2) cash equivalents or 3) a combination thereof having an aggregate market value at
the time the positions are established of not less than the amount of the aggregate difference between the
exercise prices and that the bank will promptly pay the member organization such amount in the event the
account is assigned an exercise notice on either short option.

(f)

(3) through (f)(9) unchanged

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Footnotes

1  See Securities Exchange Act Release No. 34-42011, dated October 14, 1999.
2  A European-style exercise is an option contract that can only be exercised on the expiration date.
3  An American-style option is an option contract that can be exercised at any time between the date of

purchase and the expiration date.
*  The difference between a collar and a conversion is that the exercise price of the put is lower than the

exercise price of the call in the collar strategy.
*  The difference between a collar and a conversion is that the exercise price of the put is lower than the

exercise price of the call in the collar strategy.
4  Long listed options are those issued by the Options Clearing Corporation.
5  Long OTC options are those not issued by the Options Clearing Coprporation.
6  The intrinsic value of the option.
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Member Firm Regulation

 ATTENTION: MANAGING PARTNER, CHIEF EXECUTIVE OFFICER, CHIEF TECHNOLOGY OFFICER,
YEAR 2000 PROJECT MANAGER, CHIEF FINANCIAL OFFICER, CHIEF OPERATIONS OFFICER

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: CONFIDENTIAL TREATMENT OF MILLENNIUM TRANSITION QUESTIONNAIRE

As you were previously notified, the Securities and Exchange Commission (“SEC”) and self regulatory
organizations developed the Millennium Transition Questionnaire to identify any problems caused by the Year
2000 change and to assist in keeping the regulators informed of the status of the markets and the market
participants during the transition period.

The New York Stock Exchange is providing these responses to the SEC after each survey. Accordingly,
after consultation with the SEC, the Exchange has requested, on behalf of its members and member
organizations, confidential treatment of each of these forms and of the information set forth therein, in their
entirety, pursuant to the Freedom of Information Act, 5 USC 552(b), particularly Exemptions 4 & 8, which are
implemented by {L-End} 17CFR 200.80 (b) (4) and {L-End} (8).

Therefore, it will not be necessary for our members and member organizations to apply for this treatment on
their own behalf.

If you have any questions or comments, please contact your finance coordinator.

Salvatore Pallante

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Member Firm Regulation

 ATTENTION: MANAGING PARTNER, CHIEF EXECUTIVE OFFICER, CHIEF OPERATIONS OFFICER,
CHIEF FINANCIAL OFFICER

TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: DECEMBER FOCUS REPORT BALANCES/CUSTOMER AND PAIB RESERVE FORMULAS
COMPUTATIONS

As previously reported in {L-End} Information Memo No. 99-50, a member organization may elect to compute
its Reserve Formula computations as of the close of business Wednesday, December 29,1999 rather than at
year-end. If this option is elected, a member organization's reserve deposits, if any, must be made on Friday,
December 31,1999 by 10 A.M.

If you choose this option, you may use the total customer debits from the Reserve Formula computation
as of December 29 in your calculation of December 31 net capital. In addition, the December 31 FOCUS
Report would include a balance sheet as of December 31 and a 15c3-3 Reserve Formula Computation as of
December 29. Further, the December FOCUS balance sheet would not require amounts to be reported on the
lines (#220, #240, #260, #280, #1030/1460, #1050/1490, #1070/1510, #1090/1530, #1100/1550) that read
“Includable in Formula for Reserve Requirements”. The total amount for these categories should be reported
on lines # 230, #250, #270, #290, #1040, #1060, #1080, #1095, and #1105.

If you elect to use this option, please call your finance coordinator to advise us of your intention and follow up
with a written notification.

Furthermore, you may choose this option and then subsequently decide to recompute the Reserve Formula
computations as of the close of business Friday, December 31,1999. In that case, a member organization's
reserve deposits, if any, must be made on Tuesday, January 4, 2000. Similarly, your finance coordinator
would need to be called by January 4, 2000 about the change in the computation date and then followed up
with a written notification to us.

Any questions regarding this Information Memo, please contact your Finance Coordinator.

Salvatore Pallante

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Market Surveillance

 TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: TAX SWITCHING TRANSACTIONS

The following is a reminder to members and member organizations that riskless tax switching trades are
prohibited. Please note that this prohibition applies with equal force at openings and to bond transactions.

* * *

Transactions effected as described below are not permitted on the Floor of the Exchange and if discovered
will result in appropriate disciplinary action by the Exchange:

An Exchange member (“member A”), desiring to effect a tax switch of 1,000 shares of XYZ, approaches the
XYZ specialist and informs him of his wish to effect the tax switch at approximately the price of the current
bid or the current offer for XYZ. For purposes of this hypothetical example, assume that the current market
for XYZ is 35 6/16 bid for 2,000 shares with 1,500 shares offered at 35 10/16, both representing limit orders
entered on the XYZ specialist's book. The XYZ specialist agrees to handle member A's purchase and sale
tax switch orders as agent, undertaking to execute those orders against market orders or other orders
seeking execution at the current bid or ask prices. Assume that another member (“member B”) subsequently
approaches the XYZ specialist with an order to sell (assuming for the sake of simplicity an order to sell 1,000
shares of XYZ at the market), and is willing to effect the sale at the current bid of 35 6/16. The specialist then
effects member B's sale at that price, informing member B, for clearing purposes, that he has sold to member
A.

Simultaneously, the specialist effects, as agent, a second trade of 1,000 shares of XYZ for member A with
the order or orders on his book, giving up, for clearing purposes, member A as the seller and, as the buyer
or buyers, the broker or brokers whose orders he represents; in terms of time priority of their receipt, the first

1,000 shares on his book at the bid price of 35 6/16. 1 

Only one of the two 1,000-share transactions in XYZ would be reported for inclusion in the consolidated
transactions reporting system.

The Exchange has concluded that transactions effected in the foregoing manner are not consistent with {L-
End} Exchange Rule 78, which prohibits pre-arranged trades, and should not take place.

* * *

No problems would seem to arise under Exchange Rules and procedures if the switching transaction
was effected at the risk of the market. Such would be the case if the transaction was not pre-arranged
or guaranteed in any fashion. There should be two independent transactions.—a purchase and sale, or
vice versa, but the price of each should be independently established. At the time of the first transaction
there should be no guarantee or assurance of the price of the second. The period of time between the two
transactions would not of itself determine whether or not the switching had been effected at the risk of the
market. Similarly, the entry of buy and sell orders to switch positions between accounts having the same
beneficial ownership, absent instructions not to cross those orders with each other, may result in a “wash”
transaction, which is prohibited. Further, the sending of a buy and sell order for the same beneficial owner
through the Opening Automated Report System (OARS) to effect a tax switch transaction on the opening, or
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through SuperDOT (DOT) to effect a tax switch transaction at the close is not permissible. Any use of either
system, or either Crossing Session, to effect the above described riskless or “wash” transaction is prohibited.

It should be noted, that the purpose of this memorandum is to clarify Exchange rules and procedures only.
It is not to be construed as describing the tax consequences of any transaction under the Internal Revenue
Code or state law. Contact your tax adviser for the appropriate advice.

Questions regarding this matter should be directed to Mr. Arnold Kotler at (212) 656-6543 or Mr. John
Gregoretti at (212) 656-6791.

Edward A. Kwalwasser

Group Executive Vice President

Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Footnotes

1  Had the first independent order to arrive at the post been a market order to buy rather than an order to
sell, the tax switch would have been effected at the offer price.
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Member Firm Regulation

 ATTENTION: COMPLIANCE, LEGAL, REGISTRATION AND TRAINING DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ELIMINATION OF THE SERIES 7B EXAMINATION

The SEC has approved an amendment 1   to the interpretation of {L-End} Rule 345.15 (“Employees -
Registration, Approval, Records”) that eliminates the Series 7B Qualification Examination and establishes the
Series 7A Examination as the required qualification examination for NYSE Floor clerks who wish to conduct
a limited public business with professional customers. Additionally, the amendment establishes the Trading
Assistant Examination (“Series 25”) as a prerequisite for the Series 7A Examination for Floor clerks (see
attached EXHIBIT A).

After January 26, 2000 the Series 7B Examination will no longer be administered.

BACKGROUND

Prior to this amendment, Floor clerks who wished to conduct a limited public business with professional
customers were required to pass the 7B Examination or the General Securities Representative (“Series 7”)
Examination. (Floor members were and continue to be required to pass the Series 7A Examination with the
Series 15 as the prerequisite in order to conduct a limited public business with professional customers.)

The Series 7A and the Series 7B Qualification Examinations were implemented in 1993 2   and 1994, 3

   respectively, to serve as alternative qualification exams to the Series 7 Examination because the level
of knowledge to conduct a professional public business limited to transactions in listed securities from the
Exchange Floor is narrower than that needed to conduct a general public business with retail customers.

The Series 7A and Series 7B Examinations are identical except for an additional 25 questions on the Series
7B which address Exchange Floor rules and policies. The additional 25 questions were added to ensure
that Floor clerks have a basic understanding of Exchange trading rules and the underlying principles of the

auction market. However, the recently implemented NYSE Trading Assistant Examination (“Series 25”) 4  
now serves this purpose, and serves it more effectively because of its broader topic coverage. Floor clerks
are currently required to take and pass the Series 25.

It is important to note that the above changes do not indicate the elimination of, or a change in, the current
Series 7A or Series 7B registration categories, which will remain in place.

The persons on the Exchange staff prepared to respond to questions regarding these changes are Mark Price
(212)656-5322 and Kathleen Fitzgerald (212)656-6854.

Salvatore Pallante

Senior Vice President

Attachment

EXHIBIT A
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Double Underscore=new language

Deletions are bracketed

{L-End} Rule 345 EMPLOYEES - REGISTRATION, APPROVAL, RECORDS

.15 QUALIFICATIONS

/02 Categories of Registration

Registered representative candidates may sit for the Series 7 exam at the first available examination session
after they have completed eight full weeks of training. Candidates successfully completing the examination
will not, however, receive approval prior to completion of the full four month training period. Member
organizations are reminded that trainees may not perform the functions of a registered representative until
approved by the Exchange. (Also see {L-End} Rule 345(a)/01.)

Limited registration candidates are those whose activities are limited solely to the solicitation or handling of
the sale or purchase of instruments such as investment company securities and variable contracts, insurance
premium funding programs, direct participation programs and municipal securities. Limited purpose registered
representative candidates must qualify by satisfying a two-month training requirement and by passing a
qualification examination acceptable to the Exchange.

Limited registration for floor members and floor clerks would permit floor members and floor clerks who have
successfully completed the Series 7A examination module [and floor clerks who have successfully completed
the Series 7B examination module ] to conduct a public business which is limited to accepting orders directly
from professional customers for execution on the trading floor. The Floor Member (Series 15) Examination
and the Trading Assistant (Series 25) Examination [is a ] are prerequisites for the Series 7A Examination for
floor members and floor clerks. respectively.

A professional customer includes a bank, trust company, insurance company, investment trust, state or
political subdivision thereof, charitable or nonprofit educational institution regulated under the laws of the
United States, or any state, or pension or profit sharing plan subject to ERISA or of an agency of the United
States or of a state or a political subdivision thereof or any person who has, or has under management, net
tangible assets of at least sixteen million dollars.

For purposes of the definition of professional customer, the term “person” shall mean the same as that term is
defined in {L-End} Rule 2, except that it shall not include natural persons.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Footnotes

1  See SEA Release No. 34-42092; File No. SR-NYSE-99-36
2  See SEA Release No. 34-32698; File No. SR-NYSE-93-10
3  See SEA Release No. 34-34334; File No. SR-NYSE-94-13
4  See SEA Release No. 34-40943; File No. SR-NYSE-98-36
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Market Surveillance

 ATTENTION: ALL MEMBERS, MEMBER ORGANIZATIONS AND CHIEF OPERATING OFFICERS

SUBJECT: FLOOR OFFICIAL APPROVAL FOR NON-REGULAR WAY TRADES

The Securities and Exchange Commission has approved an amendment to {L-End} Rule 64 to require Floor
Official approval for “non-regular way” trades effected at a price of more than 2/16 point away from the regular
way bid offer. Prior to this change, Floor Official approval was required for all non-regular way trades. This
new provision is effective immediately.

The exception in the Rule requiring Floor Official approval for non-regular way trades more than 4/16 point
away from the regular way bid or offer during the last calendar week of the year remains unchanged.

Amended {L-End} Rule 64(b) is attached as Exhibit A. Questions concerning any matters discussed in this
Information Memo may be addressed to John Gregoretti at (212) 656-6791 or Arnold Kotler at (212)656-6543.

Edward A. Kwalwasser

Group Executive Vice President

Regulation

Attachment

EXHIBIT A

Additions underlined

{L-End} Rule 64.—Bonds, Rights and 100-Share-Unit Stocks

(Paragraphs (a) and (c).—no change)

* * * * *

(b) All trades effected for other than “regular way” settlement that are more than 2/16 point away from the
“regular way” bid or offer must be approved by a Floor Official, except during the last calendar week of
the year, at which time Floor Official approval is required only for sales more than 1/4 point away from the
“regular way” bid or offer. In considering whether or not to grant such approval, the Floor Official should take
into consideration whether the price of the transaction is reasonable in relation to the “regular way” market.

* * * * *
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Member Firm Regulation

 ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: EXCHANGE GUIDELINES ON GIFTS AND GRATUITIES

With the approaching holiday season, members and member organizations are reminded of the Exchange's
policy relating to gifts and gratuities applicable to all Exchange employees.

The Guidelines prohibit most Exchange employees from accepting gifts and gratuities from members, allied
members and member organizations. Limited exceptions are provided for Exchange Operations/Clerical
Trading Floor employees, who may accept usual and customary gratuities, not in excess of $50 per year,
from a member, allied member or member organization. An exception is also provided for certain Exchange
employees in service provider roles to the Trading Floor, such as coatroom and washroom attendants, who
may accept usual and customary gratuities commensurate with the particular services provided.

Members and member organizations may note that {L-End} Exchange Rule 350 is more permissive than the
Exchange Guidelines. This memo is to advise that the Guidelines as described here, in part, reflect the most
up-to-date position of the Exchange and must be adhered to by members and member organizations.

Members and member organizations should circulate this memo within their organization since Exchange
employees are required to return any gifts and gratuities as well as file a report with Exchange management.

Questions relating to the Guidelines for member organization employees on the Exchange Trading Floor
may be directed to Michele Mitchell at 212-656-6799 or John McGee at 212-656-6796. Questions relating to
Guidelines for Exchange employees may be directed to Diane Moreno at 212-656-2281 or Frank Z. Ashen at
212-656-2277.

Questions relating to {L-End} Exchange Rule 350 (“Compensation or Gratuities to Employees of Others”) may
be directed to Patricia Dorilio at 212-656-2744 or Mary Anne Furlong at 212-656-4823.

Salvatore Pallante

Senior Vice President
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Member Firm Regulation

 ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO {L-End} RULE 382 (“CARRYING AGREEMENTS”)

On July 1, 1999, the Exchange issued {L-End} Information Memo No. 99-33 (attached) which detailed several
amendments which were made to {L-End} NYSE Rule 382 (“Carrying Agreements”). {L-End} Rule 382(d)
mandates that carrying firms which receive a written customer complaint related to duties allocated to the
correspondent pursuant to the clearing agreement forward such complaint to both the introducing firm and
the introducing firm's Designated Examining Authority (“DEA”). In addition, the carrying firm must notify the
customer in writing that the complaint was received and forwarded to both the introducing organization and
the DEA. This rule amendment became effective on July 19, 1999.

This memo will serve as a reminder that copies of customer complaints received by carrying
organizations regarding functions allocated to their introducing organization.—when the Exchange is
the DEA for the introducing organization.—must be promptly submitted to:

Investor Complaints and Inquiries

New York Stock Exchange, Inc.

20 Broad Street.—22nd Floor

New York, New York 10005

Copies of complaints regarding introducing organizations for whom the Exchange is not the DEA
should be forwarded to the appropriate self-regulatory organization.

NYSE examiners will test for compliance with this rule during routine examinations.

Questions regarding this memorandum should be directed to your finance coordinator.

Salvatore Pallante

Senior Vice President

Attachments

{L-End} NYSE Information Memo Number 99-33

July 1, 1999

TO: MEMBERS, MEMBER ORGANIZATIONS

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, COMPLIANCE AND LEGAL
DEPARTMENTS

SUBJECT: ADOPTION OF AMENDMENTS TO {L-End} RULE 382 (“CARRYING AGREEMENTS”)
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The Securities and Exchange Commission has approved amendments to {L-End} Exchange Rule 382 relating
to introducing/carrying relationships and the activities of organizations that are parties to carrying agreements.
1 

The text of the rule amendments is attached as Exhibit A. The significant areas of change are discussed
below.

THE RULE CHANGES BECOME EFFECTIVE AS OF JULY 19, 1999. HOWEVER, CERTAIN
REQUIREMENTS OF THE RULE WILL BE PHASED-IN WITHIN TIME PERIODS FOLLOWING THE
EFFECTIVE DATE. NOTE CAREFULLY THE IMPLEMENTATION DATES THROUGHOUT THIS
MEMORANDUM.

Background.—{L-End} Rule 382

{L-End} Rule 382 governs carrying agreements, i.e., contractual agreements between a “carrying” and an
“introducing” organization, that allocate certain functions and responsibilities associated with the carrying of,
and transactions in, customer accounts. In carrying the account of others, carrying organizations provide an
introducing organization with a variety of services for the accounts that are introduced to them pursuant to the
carrying agreement. Under {L-End} Rule 382, all carrying agreements must be filed with and approved by the
Exchange if either party to the agreement is a member of the Exchange.

Amendments to {L-End} Rule 382

The rule amendments are intended to benefit introducing and carrying organizations as well as the investing
public by enhancing introducing organizations' ability to supervise activities related to their customer
accounts. In addition, the amendments should enhance the ability of the Exchange and other securities
self-regulatory organizations to monitor the activities of introducing organizations and their compliance with
applicable regulatory requirements.

Amended {L-End} Rule 382 provides for increased monitoring and reporting of customer complaints regarding
introducing organizations; requires specific procedures for exception-type reports offered to introducing
organizations by carrying organizations; and addresses procedures dealing with introducing organizations
that are permitted to issue negotiable instruments (e.g., checks, drafts, wires) directly from their carrying
organizations.

Specifically, the rule amendments require the following:

1. {L-End} Rule 382(d)

New {L-End} Rule 382(d) requires that the carrying organization furnish to the introducing organization and
such introducing organization's Designated Examining Authority (“DEA”), any written customer complaint it
receives regarding the functions allocated to the introducing organization pursuant to the carrying agreement.

The customer who submitted the written complaint must be notified in writing by the carrying organization
that the complaint was received and that it was furnished to both the introducing organization and the DEA
(specifying the self-regulatory organization of regulatory authority to which the complaint was furnished).

EFFECTIVE JULY 19, 1999, copies of customer complaints received by carrying organizations
regarding functions allocated to their introducing organization.—when the Exchange is DEA for
the introducing organization.—must be submitted to Investor Complaints and Inquiries, New York
Stock Exchange, Inc., 20 Broad Street, 22nd floor, New York, New York 10005. Copies of complaints
regarding introducing organizations for whom the Exchange is not DEA shall be forwarded to the
appropriate self-regulatory organization.

2. {L-End} Rule 382(e)(1), {L-End} (2), and {L-End} (3) and Supplementary Material .10
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Other new rule provisions require that, at the commencement of the carrying agreement, and annually
thereafter, the carrying organization must furnish to each of its introducing organizations, a list of all reports
(e.g., exception-type reports) that it offers to the introducing organization, The introducing organization must
promptly notify the carrying organization, in writing, of those specific reports that it elects to receive.

Carrying agreements submitted for Exchange approval on or after JULY 19, 1999 shall include a written
representation that the requirements of {L-End} Rule 382(e)(i) regarding the carrying and introducing
organizations' obligations relative to exception reports have been completed.

The Exchange will not approve any agreement that does not attest to compliance with these requirements.

The carrying organization will be required to:

(i) Retain and preserve copies pursuant to {L-End} Exchange Rule 440 (Books and Records) of the specific
reports requested by and/or supplied to the introducing organization, or have the capability to: 1) recreate
copies of reports furnished, or 2) provide the report format and data element provided in the original reports.

(ii) Give written notice, on an annual basis within 30 days of July 1 of each year, to the Chief Executive Officer
and Compliance Officer of the introducing organization, of the list of reports offered to the introducer and
specify those reports actually chosen or supplied as of the report date A copy of this written notice must also
be provided to the introducer's DEA.

Because of the July 19, 1999 effective date of the rule amendment, carrying organizations will have until
OCTOBER 18, 1999 to provide the annual notice to introducing organization management, with a copy to the
introducing organization's DEA, of the reports offered and chosen by the introducer.

Copies of annual written notices prepared pursuant to {L-End} Rule 382(e)(3) by carrying organizations
listing reports offered to and specifying reports elected by introducing organizations must be furnished to your
Finance Coordinator.

3. {L-End} Rule 382(f)

This new rule provision addresses agreements that allow introducing organizations to issue negotiable
instruments (e.g., checks, drafts, wires) to their customers, for which the carrying organization is the maker or
drawer. The rule provides that the introducing organization must represent to the carrying organization that it
has supervisory procedures in place, which it enforces, and which are satisfactory to the carrying organization
with respect to the issuance of such instruments. The Exchange believes that “best practice” would include
that such supervisory procedures provide that any checks, drafts or wires to third parties, i.e., to persons
other than customers, would be permitted only if the clearing organization has received a notarized Letter
of Authorization from the introducing organization's customer. Further, procedures may provide that, with
respect to any such instruments drawn to third parties, customers receive a confirmation of the issuance of
the negotiable instrument.

Carrying agreements submitted to the Exchange for approval on or after JULY 19, 1999 which permit the
issuance of negotiable instruments by introducers shall include a written representation that the requirements
or {L-End} Rule 382(f) have been fulfilled. Parties to agreements in existence on JULY 19, 1999 shall comply
with {L-End} Rule 382(f) requirements by OCTOBER 18, 1999 or shall cease to permit such instruments to be
issued by introducers after that date.

4. {L-End} Rule 382.—Supplementary Material .20

This rule provision gives the Exchange discretion, upon a showing of good cause, to exclude a carrying
organization from the requirements under the Rule relating to furnishing customer complaints and exception
reports to an affiliated introducing organization. This exemption recognizes situations where the carrying
organization performs functions on behalf of the affiliated introducing organization, such as in situations
where there are interdependent compliance structures.
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The Exchange believes that the amendments to {L-End} Rule 382 will further clarify the relationship and
responsibilities between introducing and carrying organizations without altering the fundamental carrying/
clearing contractual relationship.

Additional Comments

Members and member organizations are reminded that the allocation of certain functions to an introducing
organization pursuant to a carrying agreement (e.g., extension of credit, holding/receiving customer funds
and securities) may cause that organization to be deemed a carrying organization pursuant to Exchange
and SEC rules. Particular attention should be given to the different net capital requirement levels under {L-
End} Securities Exchange Act Rule 15c3-1 depending on the nature of business conducted by organizations
and the extent to which customer funds/securities are received or held. The Exchange, for purposes of {L-
End} SEA Rules 15c3-1 and {L-End} 15c3-3, deems accounts subject to carrying agreements to be the
responsibility of the carrying organization. As such, unless an introducing organization has been approved
by an SRO as a carrying organization and is otherwise in compliance with applicable rules and regulations,
responsibilities related to {L-End} Rules 15c3-1 and {L-End} 15c3-3 shall not be allocated to an introducer.

Any questions relating to these rule amendments may be directed to Patricia Dorilio at (212) 656-2744 or
Mary Anne Furlong at (212) 656-4823.

Salvatore Pallante

Senior Vice President

Additions underscored

EXHIBIT A

AMENDMENTS TO {L-End} RULE 382

{L-End} Rule 382.—Carrying Agreements

(a).—(c) No change

(d) In order for the introducing organization to carry out its functions and responsibilities pursuant to the
agreement, each carrying organization must furnish promptly any written customer complaint received by the
carrying organization regarding the introducing organization or its associated persons relating to functions
and responsibilities allocated to the introducing organization pursuant to the agreement, directly to: (1) the
introducing organization; and (2) the introducing organization's Designated Examining Authority (or, if none, to
its appropriate regulatory agency or authority). The carrying agreement must specifically direct and authorize
the carrying organization to do so.

The carrying organization must also notify the customer, in writing, that is has received the complaint, and
that the complaint has been furnished to the introducing organization and to the introducing organization's
Designated Examining Authority (or, if none, to its appropriate regulatory agency or authority).

(e)

(1) The carrying organization, at the commencement of the agreement and annually thereafter, must furnish
to each of its introducing organizations a list of all reports (i.e., exception and other types of reports) which
it offers to the introducing organization to assist the introducing organization to supervise and monitor its
customer accounts in order for the introducing organization to carry out its functions and responsibilities
pursuant to the agreement. The introducing organization must notify promptly the carrying organization, in
writing, of those specific reports offered by the carrying organization that it requires to supervise and monitor
its customer accounts.
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(2) Copies of the specific reports requested by and/or supplied to the introducing organization must be
retained and preserved by the carrying organization as part of its books and records pursuant to {L-End} Rule
440.

(3) Annually, within 30 days of July 1 of each year, the carrying organization must give written notice to the
introducing organization's chief executive and compliance officers, indicating as of the date of such notice,
the list of reports offered to the introducing organization pursuant to paragraph (e)(1) of this rule, and specify
those reports that were actually requested by and/or supplied to the introducing organization as of such date.
A copy of this written notice must at the same time be provided to the introducing organization's Designated
Examining Authority (or, if none, to its appropriate regulatory agency or authority).

(f) The agreement may permit the introducing organization to issue negotiable instruments directly to its
customers, using instruments for which the carrying organization is the maker or drawer, provided that the
introducing organization represents to the carrying organization in writing that it maintains, and shall enforce,
supervisory procedures with respect to the issuance of such instruments that are satisfactory to the carrying
organization.

Supplementary Material

.10 Carrying organizations may satisfy the requirements of paragraph (e)(2) above by furnishing, upon
request of the introducing organization's Designated Examining Authority (or, if none, to its appropriate
regulatory agency or authority), (1) a recreated copy of the report originally produced; or (2) the format of the
report and the applicable date elements contained in the original report.

.20 The Exchange, at its discretion and upon a showing of good cause, may exclude certain carrying
organizations from the requirements of paragraphs (d) and (e) above, in instances where the introducing
organization is an affiliated entity of the carrying organization.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release No. 34-41469, dated June 2, 1999.
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Member Firm Regulation

 ATTENTION: ALL MEMBERS, MEMBER ORGANIZATIONS AND CHIEF OPERATING OFFICERS

SUBJECT: REVISED MARKET-ON-CLOSE/LIMIT-ON-CLOSE PROCEDURES

The Securities and Exchange Commission has approved changes to the Exchange's policies pertaining to
cancellations of market-at-the-close (MOC) and limit-at-the-close (LOC) orders after 3:50 p.m.

Currently, MOC/LOC orders in any stock may not be cancelled or reduced in size after 3:40 p.m., except in
case of legitimate error, or when a regulatory trading halt is in effect at or after 3:40 p.m., or to comply with
the provisions of {L-End} Rule 80A. The policy regarding {L-End} Rule 80A provides that, if {L-End} Rule 80A
goes into effect, any MOC index arbitrage order without the appropriate tick restriction, that is related to a
derivative index product that is not expiring, must be cancelled, regardless of the time {L-End} Rule 80A goes
into effect.

Effective November 29, 1999, cancellation or reduction in size of MOC/LOC orders after 3:50 p.m. will not be
permitted for any reason, including in case of legitimate error or to comply with the provisions of {L-End} Rule
80A.

If {L-End} Rule 80A goes into effect prior to 3:50 p.m., members and member organizations must cancel no
later than 3:50 p.m. any MOC index arbitrage order that is related to a derivative index product that is not
expiring and does not meet the Rule's tick restrictions.

Members and member organizations must ensure, by 3:50 p.m., that MOC/LOC orders entered are accurate.
In turn, this will help ensure that the 3:50 p.m. imbalance publication is accurate when offsetting orders are
entered and will enhance the effectiveness of the MOC/LOC publication procedures in reducing volatility at
the close.

Questions concerning any matters discussed in this Information Memo may be addressed to Rohan Prashad
at (212) 656-6772.

Edward A. Kwalwasser

Group Executive Vice President

Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Member Firm Regulation

 ATTENTION: MEMBERS AND MEMBER ORGANIZATIONS

TO: MANAGING PARTNER/ CHIEF EXECUTIVE OFFICER/ CHIEF OPERATIONS OFFICER/ CHIEF
FINANCIAL OFFICER

SUBJECT: YEAR END CUSTOMER AND PAIB RESERVE FORMULA COMPUTATIONS

A member organization may elect to compute its Reserve Formula computations as of the close of
business Wednesday, December 29, 1999 rather than at year-end. If this option is elected, a member
organization's reserve deposits, if any, would be made on Friday, December 31, 1999 by 10 a.m. In addition,
the Commission has also stated that if this option is chosen, the next Reserve Formula computations would
be required as of the close of business the following Friday, January 7, 2000.

If you choose this option, you may use the total customer debits from the Reserve Formula computation as of
December 29 in your calculation of December 31 net capital. Further, the December 31 FOCUS Report would
include a balance sheet as of December 31 and a 15c3-3 Reserve Formula Computation as of December 29.

If you elect to use this option, verbally contact your finance coordinator and then, send a written notification to
them. Any questions regarding this Information Memo, please contact your Finance Coordinator.

Salvatore Pallante

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Member Firm Regulation

 ATTENTION: FLOOR MEMBERS, MANAGING PARTNER, CHIEF EXECUTIVE OFFICER, CHIEF
OPERATIONS OFFICER AND COMPLIANCE OFFICER

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ADOPTION OF NEW {L-End} RULE 440 I (“RECORDS OF COMPENSATION
ARRANGEMENTS - FLOOR BROKERAGE”)

The Securities and Exchange Commission has approved new {L-End} Rule 440 I *   concerning records of
compensation arrangements relating to transactions on the Floor of the Exchange.

The text of the rule amendments is attached as Exhibit A. The significant areas of the new rule are discussed
below.

New {L-End} Rule 440 I

{L-End} Rule 440 I requires that every member not associated with a member organization and each member
organization primarily engaged as an agent in executing transactions on the Floor of the Exchange maintain
a written record of each type of compensation arrangement that they enter into with other members, member
organizations, non-member organizations or customers relating to transactions on the Floor. The written
record must include a description of each compensation arrangement and identify, by name, the parties to
each type of arrangement in effect.

The Rule provides that a member or member organization is deemed to be primarily engaged as an agent
in executing transactions on the Floor of the Exchange if at least 75% of its revenue is derived from floor
brokerage (e.g., “$2 brokers” or “independent brokers”).

The Rule excludes the following types of compensation arrangements from the requirements to maintain a
written record:

(1) arrangements involving gross compensation of less than $5,000 per year; and

(2) arrangements involving orders transmitted solely through the Exchange's electronic order routing system
(e.g., SuperDot).

In addition to strengthening the Exchange's ability to monitor activities on the Floor, {L-End} Rule 440 I
will enhance the Exchange's ability to review for compliance with {L-End} Section 11(a) of the Securities
Exchange Act of 1934 and {L-End} Rule 11a-1 thereunder, which, among other things, prohibits a member
from executing on the Exchange an order for that member's “own account” or any account in which the
member has an interest, unless the member acts in reliance on one of the exceptions provided in {L-End}
Section 11(a).

A key issue under {L-End} Section 11(a) is whether a compensation arrangement results in the member
having a participation in the performance of an account. Any compensation arrangement that results in the
member's sharing in the trading profits or trading losses of a customer's account, however structured and
regardless of the extent of sharing in such profits or losses, makes the customer's account the member's
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“own account” as well and subjects the member's trading for that account to the restrictions of {L-End}
Section 11(a).

Each member and member organization should review its business activities to ensure that all required
records are being produced and maintained in accordance with the relevant NYSE and SEC rules.
Compliance with records maintenance rules will be reviewed by Exchange examiners when conducting
examinations of each member and member organization. See {L-End} NYSE Information Memorandum No.
99-15 dated March 12, 1999, for additional information on record maintenance.

Any questions relating to this memorandum may be directed to Patricia Dorilio at (212) 656-2744 or Mary
Anne Furlong at (212) 656-4823.

Salvatore Pallante

Senior Vice President

Attachment

EXHIBIT A

{L-End} Rule 440 I Records of Compensation Arrangements - Floor Brokerage

(a) Every member not associated with a member organization and each member organization primarily
engaged as an agent in executing transactions on the Floor of the Exchange must maintain a written record
including a description of each type of compensation arrangement entered into with other members, member
organizations, non-member organizations and customers in connection with transactions executed on the
Floor of the Exchange.

(b) Records maintained in accordance with paragraph (a) of this Rule must identify, by name, the members,
member organizations, non-member organizations and customers who are parties to each type of
compensation arrangement in effect.

*** Supplementary Material

.10 For purposes of paragraphs (a) and (b) of this {L-End} Rule 440 I, the requirement to maintain a written
record of each type of compensation arrangement shall not apply to:

(a) any compensation arrangement wherein a member or member organization receives gross compensation
of less than $5,000 per year from any member, member organization, nonmember organization or customer;
or

(b) any compensation arrangement involving the transmission of orders solely through the Exchange's
electronic order routing system.

.20 A member or member organization is deemed to be primarily engaged as an agent in executing
transactions on the Floor of the Exchange if at least 75% of its revenue is derived from floor brokerage.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

*  See Securities Exchange Act Release No. 34-41996, dated October 8, 1999.
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Member Firm Regulation

 ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ADMINISTRATION OF THE FRONT LINE SPECIALIST CLERK QUALIFICATION
EXAMINATION (SERIES 21)

As announced in {L-End} Information Memo 99-39 (August 16, 1999), the Front Line Specialist Clerk
requirements became effective November 3, 1999. The Front Line Specialist Clerk Qualification Examination
(Series 21) will be administered monthly or bi-monthly (depending on volume). In general, morning sessions
will begin at 8:00 a.m. and afternoon sessions at 4:30 p.m. The examination is administered at the Exchange.
Applications and Series 21 Content Outlines are available at the Member Firm Regulation reception area
on the 22nd floor of 20 Broad Street. Applications should be completed and placed in the “Completed S21
Applications” location on the 22nd floor.

A Front Line Specialist Clerk (FLSC) candidate (i.e., an individual who applies to become registered as a
FLSC pursuant to {L-End} Rule 35 after November 3, 1999) must complete a training period consisting of
a minimum of six months on-the-job training under the direction and supervision of the Specialist. Upon
completion of the training period, candidates must pass the Series 21 examination before being permitted
to function as a Front Line Specialist Clerk. All individuals currently functioning as FLSCs must pass the
Series 21 examination within one year of November 3, 1999. There is no additional training required for
existing FLSCs; however, those who fail the Series 21 twice will be required to complete training provided
by the Specialist prior to retaking the exam a third time. Please note that the Trading Assistant Qualification
Examination (Series 25) is the prerequisite for the Series 21. Individuals may not apply for the Series 21 until
the Series 25 has been passed and the prescribed FLSC training period completed.

The Series 21 examination is a ninety-minute test consisting of 65 questions developed in conjunction
with a committee comprised of Specialists, Floor Brokers and FLSCs. The examination fee is $200 per
administration.

Questions regarding this memorandum may be directed to Kathy Fitzgerald at 212-656-6854 or Mark Price at
212-656-5322 (kfitzgerald@nyse.com or mprice@nyse.com)

Salvatore Pallante

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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November 12, 1999

  

Member Firm Regulation

 ATTENTION: SPECIALISTS, CHIEF EXECUTIVE OFFICER, MANAGING PARTNERS, COMPLIANCE
AND LEGAL DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ADMINISTRATION OF THE FRONT LINE SPECIALIST CLERK QUALIFICATION
EXAMINATION (SERIES 21)

As announced in {L-End} Information Memo 99-39 (August 16, 1999), the Front Line Specialist Clerk
requirements became effective November 3, 1999. The Front Line Specialist Clerk Qualification Examination
(Series 21) will be administered monthly or bi-monthly (depending on volume). In general, morning sessions
will begin at 8:00 a.m. and afternoon sessions at 4:30 p.m. The examination is administered at the Exchange.
Applications and Series 21 Content Outlines are available at the Member Firm Regulation reception area
on the 22nd floor of 20 Broad Street. Applications should be completed and placed in the “Completed S21
Applications” location on the 22nd floor.

A Front Line Specialist Clerk (FLSC) candidate (i.e., an individual who applies to become registered as a
FLSC pursuant to {L-End} Rule 35 after November 3, 1999) must complete a training period consisting of
a minimum of six months on-the-job training under the direction and supervision of the Specialist. Upon
completion of the training period, candidates must pass the Series 21 examination before being permitted
to function as a Front Line Specialist Clerk. All individuals currently functioning as FLSCs must pass the
Series 21 examination within one year of November 3, 1999. There is no additional training required for
existing FLSCs; however, those who fail the Series 21 twice will be required to complete training provided
by the Specialist prior to retaking the exam a third time. Please note that the Trading Assistant Qualification
Examination (Series 25) is the prerequisite for the Series 21. Individuals may not apply for the Series 21 until
the Series 25 has been passed and the prescribed FLSC training period completed.

The Series 21 examination is a ninety-minute test consisting of 65 questions developed in conjunction
with a committee comprised of Specialists, Floor Brokers and FLSCs. The examination fee is $200 per
administration.

Questions regarding this memorandum may be directed to Kathy Fitzgerald at 212-656-6854 or Mark Price at
212-656-5322 (kfitzgerald@nyse.com or mprice@nyse.com)

Salvatore Pallante

Senior Vice President
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Member Firm Regulation

 ATTENTION: MANAGING PARTNER, CHIEF EXECUTIVE OFFICER, CHIEF TECHNOLOGY OFFICER,
YEAR 2000 PROJECT MANAGER, CHIEF FINANCIAL OFFICER, CHIEF OPERATIONS OFFICER

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Y2K UPDATE AND INSTRUCTIONS

Industry Testing for Millennium Transition Questionnaire

On Thursday, December 2, 1999, between 11:00 a.m. and 12:00 noon (EST), the Exchange is conducting
an industry test with its member organizations of the Electronic Filing Platform (“EFP”), which will be used to
file the Millennium Transition Questionnaire. The Millennium Transition Questionnaire and instructions were
included in {L-End} Information Memo No. 99-43. The industry test will ensure that all member organizations
that deal with the public (carrying and introducing organizations) and all specialist organizations can submit
a “test” survey using the EFP. More detailed information regarding the industry test and the script to be used
will be forwarded to each member organization's Y2K Coordinator during the week of November 15, 1999. If
your organization does not receive the instructions regarding the industry test by November 22, 1999, please
contact your Finance Coordinator.

Electronic Filing Platform Update

Our EFP installation team has contacted the Y2K Coordinators at member organizations and has either
started or completed the installation of the EFP software in preparation for our industry test. We would
encourage all Y2K Coordinators to visit the EFP site on a regular basis for electronic updates regarding Y2K
from now until Wednesday, December 29, 1999 (the due date of the first questionnaire).

Revisions to the Millennium Transition Questionnaire

The Millennium Transition Questionnaire that was included in {L-End} Information Memo No. 99-43 has been
revised. In lieu of reissuing this questionnaire and instructions in paper format, we have made them available
in PDF form with this Information Memo on our website. To access this Information Memo, go to our website
at {L-End} www.nyse.com, click on Regulation and then click on Information Memos.

We recommend all member organizations required to file, to print and retain a complete set of the revised
questionnaires and the revised instructions. This will assure that in the event your organization experiences
communications problems at year end you will still be able to submit the questionnaires to the Exchange.

SCHEDULE OF REQUIRED REPORTING DATES AND TIMES FOR THE MILLENNIUM
TRANSITION QUESTIONNAIRE

The Millennium Transition Questionnaire reporting dates and times are listed below. Questionnaires must be
transmitted via EFP each day, at the time requested. Questionnaires may be submitted as early as one hour
before the scheduled filing time provided you know your responses will not change.
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If you experience a problem between the scheduled Millennium Transition Questionnaire reporting periods
that could materially or significantly affect your ability to conduct your core business, contact your Finance
Coordinator immediately via EFP Alert or telephone.

ALL TIMES LISTED BELOW ARE EASTERN STANDARD TIME.

   

SURVEY #                 SURVEY TITLE            DATE TO BE FILED         DUE BY:

      1       Wednesday, Pre Trading Flash Report   December 29, 1999        9:00 AM

      2       Thursday, Pre Trading Flash Report    December 30, 1999        9:00 AM

      3       Friday, Pre Trading Flash Report      December 31, 1999        9:00 AM

      4       Saturday, Pre Trading                 January 1, 2000          12:00 Noon

      5       Sunday, Pre Trading                   January 2, 2000          12:00 Noon

      6       Monday                                January 3, 2000          8:00 AM

      7       Monday, Midday Flash Report           January 3, 2000          12:00 Noon

      8       Monday, End of Day                    January 3, 2000          6:00 PM

      9       Tuesday                               January 4, 2000          8:00 AM

      10      Tuesday, Midday Flash Report          January 4, 2000          12:00 Noon

      11      Tuesday, End of day                   January 4, 2000          6:00 PM

      12      Wednesday                             January 5, 2000          8:00 AM
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      13      Wednesday, End of Day                 January 5, 2000          6:00 PM

      14      Thursday                              January 6, 2000          8:00 AM

      15      Thursday, End of Day                  January 6, 2000          6:00 PM

      16      Friday                                January 7, 2000          8:00 AM

      17      Friday, End of Day                    January 7, 2000          6:00 PM

Exchange Communications Center

The Exchange will be setting up a Communications Center in the Member Firm Regulation Division to
handle any problems or issues arising during the transition period. This facility will be staffed on a 24 hour
basis from 1:00 p.m. on Friday, December 31, 1999 through 8:00 p.m. on Tuesday, January 4, 2000. From
Wednesday, January 5, 2000 through Friday, January 7, 2000, staffing will be determined at that time based
upon anticipated need. If you need to speak with someone to report a material core business systems
problem or concern during off hours or during the millennium weekend off hours, please call our
Communications Center at 212-656-5779. Use this number instead of leaving an audix message so
that we can promptly respond to all issues. At any other time, call your Finance Coordinator at their
usual number.

If you have any questions or comments regarding this Information Memo, please contact your Finance
Coordinator.

Salvatore Pallante

Senior Vice President
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Member Firm Regulation

 PLEASE ROUTE TO TRAINING, COMPLIANCE/LEGAL AND REGISTRATION DEPARTMENTS.

TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: MANAGING PARTNERS /CHIEF EXECUTIVE OFFICERS /BRANCH MANAGERS /
COMPLIANCE OFFICIALS AND TRAINING AND HUMAN RESOURCES DIRECTORS

SUBJECT: CONTINUING EDUCATION FIRM ELEMENT ADVISORY

{L-End} Exchange Rule 345A (Continuing Education for Registered Persons) requires members and
member organizations to maintain a current training program specifically tailored to their business for
registered persons who have direct contact with customers and for their immediate supervisors. That
training, the Firm Element of the Securities Industry Continuing Education Program, must be evaluated and
updated at least annually. The Exchange, in conjunction with the Securities Industry/Regulatory Council on
Continuing Education, has identified topics that are particularly relevant to the industry at this time and may
be appropriate for members and member organizations to include in their Firm Element training.

Recent amendments to {L-End} Rule 345A, effective July 1, 1998, now require members and member
organizations to focus specifically on supervisory training needs when conducting the required annual Needs
Analysis.

Each member and member organization should consider the relevance of the topics identified in the attached
Advisory to the member or member organization's lines of business and training needs. The attachment
provides further direction for reviewing and considering the topics.

Questions about the Continuing Education Program should be directed to Christian Billet at (212) 656-2156 or
Patricia DeVita at (212) 656-2746.

Salvatore Pallante

Senior Vice President

Attachment

The Securities Industry Continuing Education Program Firm Element Advisory

One function of the Securities Industry/Regulatory Council on Continuing Education (Council) is to identify
and recommend pertinent regulation and sales practice issues for inclusion in Firm Element training plans.

Attached are topics that the Council considers to be particularly relevant to the industry at this time. The list
is based on a review of recent regulatory events, as well as advisories issued by industry self-regulatory
organizations (SROs) since the last Firm Element Advisory of March 1998.

These issues are listed here to complement topics that firms may have already determined to be appropriate
to their specific Firm Element Needs Analysis and training plan. It is not mandatory for firms to address every
topic listed here in their Firm Element training. However, each firm should review this list of topics vis a vis:

1) relevance to the financial products and services it offers to investors; and

2) its overall performance in related topic areas of the Regulatory Element.
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Each firm has an obligation to determine the relevancy of these topics to its lines of business and training
needs. However, firms should not limit their review of relevant topics to those listed in the Advisory as they
are obligated to undertake a comprehensive Firm Element Needs Analysis.

The Council will periodically highlight additional relevant regulatory areas to assist the industry and it invites
your assistance. Please direct your comments, suggestions, or questions about this and future Advisories
to either Christian Billet, Continuing Education Manager, the New York Stock Exchange, at (212) 656-2156;
or John Linnehan, Director, Continuing Education, NASD Regulation, Inc. (NASD Regulation®) at (301)
208-2932.

   

Training Topic                         Relevant Training Point(s) and Reference(s)

   Arbitration                            There have been amendments to the New York
 Stock Exchange (NYSE) arbitration rules that expedite and

                                          streamline the process by encouraging early
 resolution through mediation.

                                          See Arbitration, 

NYSE Information Memo 98-42, December 1998 and 

NYSE Information Memo 
                                          98-44, December 1998.

   Books and Records Requirements         Amendments to National Association of
 Securities Dealers, Inc. (NASD®) 

Rule 3110 (the Books and Records

                                          Rule) change the definition of “institutional
 account” to include the accounts of investment advisers that are

                                          now required to register with states pursuant
 to the National Securities Markets Improvement Act of 1996
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                                          (NSMIA), and exclude certain customer accounts
 from the requirement obtain certain tax and employment

                                          information from the customer.

                                          

See SEC Approves Changes To Books And Records Requirements, 

NASD Notice to Members 98-47,

                                          

July 1998.

   Clearing Agreements                    On June 2, 1999, the SEC approved amendments to
 the Clearing Agreement Rules of the NASD (Rule 3230)

                                          and NYSE (Rule 382). The amendments govern
 clearing agreements between members with respect to: (1) the

                                          handling of customer complaints about
 introducing firms that are received by their clearing firms; (2) exception

                                          and other reports clearing firms make available
 to their introducing firm clients to assist them in their

                                          supervisory obligations; and (3) clearing firms
 granting their introducing firm clients check writing privileges

                                          on the clearing firm's account.
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See Amendment to 

Rule 382, (“Carrying Agreements”) 

NYSE Information Memo 99-33, July 1,

                                          1999, 

and SEC Approves Rule Amendments Governing Clearing Firms And Their Introducing

                                          Firm Clients' Relationship; Effective Date: 

July 19, 1999, 

NASD Notice to Members 99-57, July

                                          1999.

   COD Orders                             Certain private vendors, which meet prescribed
 standards, may now provide electronic

                                          confirmation/affirmation services for COD
 (“Collection on Delivery”) and POD (“Payment on Delivery”)

                                          delivery-eligible transactions of customers of
 members and member organizations.

                                          

See Amendment to 

Rule 387 (“COD Orders”), 
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NYSE Information Memo 99-25, May 1999.

   Cold Calling                           The use of aliases when making cold calls
 violates 

NASD Rule 2211 and the Federal Communications

                                          Commission's telephone solicitation rules, 

47 C.F.R. 64.1200(e)(iv) (1997) 1, which require anyone calling a

   The Use of Aliases                     residence for the purpose of solicitation to
 identify themselves; 

NASD Rule 2210, which requires members to

                                          observe high standards of commercial honor and
 just and equitable principles of trade; and NASD Interpretive

                                          Material 2310-2, which requires that sales
 efforts be undertaken only on a basis that can be judged as being

                                          within the ethical standards of the NASD's
 rules, with particular emphasis on the requirement to deal fairly

                                          with the public.

                                          

See Use Of Alias Prohibited During Cold Calling, 

For Your Information, May 1998.
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   Cold Calling and Advertising to        The Financial Services Authority (FSA) in the
 United Kingdom (U.K.) detected an increase in the frequency

   Persons in the United Kingdom          with which NASD member firms were soliciting
 U.K. citizens and asked NASD Regulation to alert its

                                          members to the standards governing the
 solicitation of U.K. citizens generally and implications of cold calling

                                          and advertising to persons in the U.K. in
 particular.

                                          

See NASD Alerts Members To Their Obligations Concerning Cold Calling And Advertising To

                                          Persons In The United Kingdom, 

NASD Notice to Members 98-91, November 1998.

   Compensation                           New rules regulate compensation arrangements
 for the sale and distribution of variable products and

   Non-Cash Compensation for Mutual       investment company securities. 

See SEC Approves Rule Change Relating To Non-Cash Compensation

   Funds and Variable Products            For Mutual Funds And Variable Products, 

NASD Notice to Members 98-75, September 1998, 

and

                                          Questions And Answers Relating To Non-Cash
 Compensation Rules, 

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

469

http://researchhelp.cch.com/License_Agreement.htm


NASD Notice to Members,

                                          99-55 July 1999.

   Continuing Education                   Effective July 1, 1998, participation in the
 Regulatory Element portion of Continuing Education is required

   Amendments to SRO Continuing           within 120 days of the 2nd anniversary of a
 registered person's initial securities registration, and every three

   Education Rules                        years thereafter, with no graduation from the
 program. In addition, there is a new Regulatory Element program

                                          for persons registered in supervisory
 capacities.

                                          

See Amendments to the Board's Continuing Education Program: Rule G-3, 

MSRB Reports, Vol.

                                          18, 

No. 2 (August 1998) 

at 33-35, Amendment to 

Rule 345A (“Continuing Education for

                                          Registered Persons”),
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NYSE Information Memo 98-19, June 1998, and SEC Approves Changes To Continuing Education

                                          Rules, 

NASD Notice to Members 98-35, April 1998.

   Continuing Education                   A status report and updated brochure on
 Questions and Answers regarding the Continuing Education Program

   Status Report, Q & A               have been published that address new Continuing
 Education initiatives, provide updated information and

                                          clarification of the amendments to the
 Continuing Education rules, and answer frequently asked questions

                                          regarding both the Regulatory and Firm Element
 components of the program.

                                          See 

NYSE Information Memo 98-28, September 1998 and 

NASD Notice to Members 98-68,

                                          August 1998.

   Correspondence                         The SEC approved amendments to 

NASD Rule 2210 to require that written or electronic communications

   Standards for Written or Electronic    prepared for a single customer be subject to
 the general standards and those specific standards of 
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NASD Rule 
   Individual Correspondence              2210 that prohibit misleading statements, but
 not to the specific standards of the rule that prescribe specific

                                          disclosure or the filing and review
 requirements.

                                          

See SEC Approves Rule Change Relating To Standards For Individual Correspondence, 

NASD

                                          

Notice to Members 98-83, October 1998.

   Customer Account Transfer              The required time period for the transfer of
 accounts between member organizations has been reduced from

   Contracts                              seven days to six days, effective February 8,
 1999.

                                          

See Amendment to 

Rule 412 (Customer Account Transfer Contracts), 

NYSE Information Memo 
                                           
99-1

, January 1999.
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   Customer Complaint Reporting           There have been three significant changes to
 customer complaint reporting procedures: 1) the product and

   Procedures                             problem codes have been expanded; 2) all
 complaint statistics must be reported electronically; and 3)

                                          “individual amendment records” for reports
 filed under 

Rule 351 (d) will no longer be accepted.

                                          

See Changes to Customer Complaint Reporting Procedures, 

NYSE Information Memo 99-32,

                                          June 1999.

   Free-Riding and Withholding            

See SEC Approves Amendments To Free-Riding And Withholding Interpretation; Effective
 August 17,

                                          1998, 

NASD Notice to Members 98-48, July 1998. These amendments address direct and indirect

                                          owners of broker/dealers, investment grade debt
 offerings, foreign investment companies, secondary offerings,

                                          issuer directed share programs, and accounts
 under the Employment Retirement Income Security Act.
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   Gifts and Entertainment                Members and member organizations are reminded
 of the NYSE's policy relating to gifts, gratuities, and

                                          entertainment.

                                          

See Exchange Guidelines on Gifts and Entertainment, 

NYSE Information Memo 98-40,

                                          December 1998.

   Margin                                 The NASD expects that members will calculate
 margin for day traders and cross-guaranteed accounts in a

   Calculating Margin for Day-Trading     manner that is consistent with Regulation T
 and 

Rule 2520. Accordingly, members are advised to review their

   and Cross-Guaranteed Accounts          margin calculation practices to ensure that
 they conform to the requirements of these rules, which are in the

                                          best interest of the investing public and serve
 to protect the financial security of members that extend credit.

                                          In addition, members are reminded to take
 certain account-related charges when computing their net capital

                                          pursuant to 

SEC Rule 15c3-1. These charges include those specified in 
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Rule 2520(f)(4) for certain guaranteed

                                          accounts. Members should review the
 requirements of 

SEC Rule 15c3-1 and 

Rule 2520 to determine whether

                                          they are in compliance with these rules.

                                          The NASD intends to examine member firms for
 compliance with these rules.

                                          See Calculating Margin For Day-Trading And
 Cross-Guaranteed Accounts, 

NASD Notice to Members 98-102,

                                          December 1998.

   Margin                                 Effective April 1, 1998, the Board of Governors
 (Board) of the Federal Reserve System (FED) adopted several

   Changes to Margin Rules                amendments to Regulation (Reg) T, as well as to
 Regs U and X. In addition, it eliminated Reg G, which had

                                          applied to credit extended by “other lenders” 

(i.e., other than banks and broker/dealers). These changes

                                          were made to reflect changes to the FED's
 statutory authority under the Securities Exchange Act of 1934, as
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                                          amended by NSMIA.

                                          

See Federal Reserve System Amends Regulations T, U, And X, 

NASD Notice to Members 98-43,

                                          June 1998.

   Margin                                 Information about current margin requirements
 and steps taken by the industry to increase maintenance margin

                                          requirements for certain volatile stocks.

   Maintenance Margin Rules for

   Certain Volatile Stocks

                                          

See NASD Regulation Advises Members About Maintenance Margin Requirements For Certain

                                          Volatile Stocks And Solicits Comment On Margin
 Practices; Comment Period Expires May 31, 1999,

                                          

Special NASD Notice to Members 99-33, April 1999.

   Mini Tender Offers                     In a mini tender offer, the offeror makes an
 offer directly to an issuer's shareholders to purchase a small number
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                                          or percentage (under five percent of the total
 shares outstanding) of an issuer's securities, often at a price below

                                          the current market price, by a certain day. The
 offer also contains a promise to pay for the tendered shares

                                          within a specified period. When the offeror
 obtains tendered shares, the offeror resells the shares in the open

                                          market, pays the tendering shareholder, and
 retains the difference as profit. The NASD has alerted its

                                          members to the practice of mini tender offers
 and discusses the steps members can take to reduce the risk that

                                          customers and others tendering shares in a mini
 tender offer will be victimized.

                                          

See NASD Regulation Offers Guidance To Members Forwarding Mini Tender Offers To Their

                                          Customers, 

NASD Notice to Members 99-53, July 1999, 

and Member organizations should

                                          review tender offer materials for shares at or
 below market prices before the materials are disseminated to

                                          customers, 

NYSE Information Memo 9-11, February 1999.
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   Municipal Securities                   

See MSRB Rule G-38: Consultants. 

MSRB Manual 

¶3686.

   Consultants

   Municipal Securities                   

See MSRB Rule G-32: Disclosures in Connection with New Issues. 

MSRB Manual 

¶3656; and

   Delivery of Official Statements        MSRB Rule G-36: Delivery of Official
 Statements, Advance Refunding Documents and 

Forms G-36 (OS) and

                                          

G-36 (ARD) to Board or its Designee. 

MSRB Manual 

¶3676.
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   Municipal Securities                   

See Notice entitled “Electronic Delivery and Receipt of Information by Brokers, Dealers
 and

   Electronic Delivery and Receipt of     Municipal Securities Dealers,” 

MSRB Reports, vol. 19, no. 1, p.3; February 

1999.

   Information

   Municipal Securities                   

See MSRB Rule G-37: Political Contributions and Prohibitions on Municipal Securities
 Business.

   Political Contributions                

MSRB Manual 

¶ 
3681

.

   Municipal Securities                   

See MSRB Rule G-14: Reports of Sales and Purchases, and MSRB Rule G-14: Transaction
 Reporting

   Reporting Sales and Purchases          Procedures, 

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

479

http://researchhelp.cch.com/License_Agreement.htm


MSRB Manual 

¶3566

, and “User's Manual for Customer Transaction Reporting”

                                          contained on MSRB's Web Site at 

www.msrb.org.

   Municipal Securities                   See MSRB Rule G-19: Suitability of
 Recommendations and Transactions; Discretionary Accounts. 

MSRB

   Suitability Issues                     

Manual 

¶ 
3591

.

   Mutual Funds                           The application of the mutual fund breakpoint
 sales rule to modern portfolio investment strategies.

   Breakpoint Sales

                                          

See SEC Approves Rule Change Relating To Mutual Fund Breakpoint Sales, 
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NASD Notice to

                                          

Members 98-98, December 

1998.

   Mutual Funds                           Discussions concerning fees and expenses in
 mutual fund advertisements and sales literature as defined in

   Fees and Using the Term “No      

NASD Rule 2210(a) must be fair, balanced, and not misleading.

   Load”

                                          

See NASD Reminds Members Of Their Obligations To Disclose Mutual Fund Fees, 

NASD Notice

                                          

to Members 98-107, December 

1998, for guidance concerning fee and expense disclosure in certain

                                          types of mutual fund sales material.
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   Options                                The Division [of Regulatory Services, Chicago
 Board Options Exchange] believes that some clarification

   Guidelines Concerning                  regarding the use of discretion in public
 customer accounts, including time and price discretion and third-party

   Discretionary Accounts                 discretion, is warranted. See Guidelines
 Concerning Discretionary Accounts, 

CB0E Regulatory

                                          Circular, RG99-115, April 28, 1999.

   Options                                

See Guidelines Concerning Uncovered (short) Options Accounts, 

CBOE Regulatory Circular,

   Guidelines Concerning Uncovered        RG99-109, April 26,1999.

   (short) Options Accounts

   Options                                Individuals compensated as independent
 contractors are considered associated persons under [CBOE] rules if

   Independent Contractors                they directly or indirectly control a member,
 are controlled by a member, or are under common control of a

                                          member.

                                          

See Independent Contractors, 
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CBOE Regulatory Circular, RG98-122, November 9, 1998.

   Options                                

See Margin Accounts - Writing Index Options on a Covered Basis and Eligibility for
 Covered Writing

   Index Options - Margin Accounts        Approval, 

CBOE Regulatory Circular, RG99-09, January 12, 1999.

   Options                                

See Restrictions on Exercise of American-Style, Cash Settled Index Options, 

CBOE Regulatory

   Index Options - Restrictions on        Circular, RG 99-44, February 17, 1999.

   Exercise of American-Style, Cash

   Settled Index Options

   Options                                The Equity Floor Procedure Committee (“the
 Committee”) has received recent member inquiries regarding the

   Types of Orders Permitted on the       handling of contingency orders on the Exchange
 Floor. Exchange Rule 7.4 - 

Obligations for Orders

   Exchange's Public Limit Order Book     states that the Committee may specify the types
 of orders for acceptance into the Exchange's Public Limit
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                                          Order Book (“the Book”). The [Equity Floor
 Procedure Committee of the CBOE] has determined not to allow

                                          the entry of contingency orders, including all
 or 

none orders into the Book. 

In addition, no

                                          

member, without prior knowledge and consent from the subject customer, may change, alter,
 or

                                          

remove a contingency placed on an order ticket such as to allow the order to be entered
 onto the Book.

                                          Changing, altering, or removing a contingency
 placed on an order without the subject customer's prior

                                          knowledge and consent constitutes a violation
 of Exchange Rules 4.6 - 

False Statements and 7.4

                                          

Obligations for Orders.
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See Types of Orders Permitted on the Exchange's Public Limit Order Book, 

CBOE Regulatory

                                          

Circular, RG98-44, April 30,1998.

   Registration - Conditions,             Significant changes have been made to the
 customer complaint questions of 

Form U-4. These questions have

   Restrictions, and Requirements         been revised so as to require disclosure of all
 pending arbitrations and civil proceedings that relate to securities

   When Updating 

Form U-4                 or commodities transactions; pending written customer complaints
 alleging sales practice violations and

                                          compensatory damages of $5,000 or more for 24
 months from original posting, if closed without a settlement

                                          by the firm; and settlements of $10,000 or more
 of arbitrations, civil suits, and customer complaints involving

                                          securities or commodities transactions.

                                          

See Interim 
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Forms U-4 And 

U-5 Go Into Effect; Interim 

Form BD Also Approved, 

Special NASD

                                          

Notice to Members 98-27, March 1998. This 

Special Notice to Members provides guidance to

                                          members in filling out the Interim 

Forms U-4 and 

U-5, which became effective on March 16, 1998, and in

                                          understanding what information NASD Regulation
 will release as part of its Public Disclosure Program.

                                          

See also SEC Approves and Adopts Revised Forms and Electronic Filing Requirement, 

NASD

                                          

Notice to Members 99-63, August 1999.
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   Registration                           The Exchange has requirements about the
 registration, termination, dual employment, and compensation with

   NYSE Floor Employees                   respect to Floor Employees, including, but not
 limited to, Post Clerks and Booth Clerks, also known as Trading

                                          Assistants.

                                          

See Reminder of the Exchange's requirements with respect to registration of Floor
 Employees,

                                          

NYSE Information Memo 99-20, April 1999.

   Registration                           NASD Regulation receives numerous inquiries
 regarding whether certain individuals are required to be

   Requirements of the SROs               registered with the NASD under 

Rules 1021 and 

1031, and has issued a 

Notice to Members to provide

                                          interpretive guidance to members on some of
 these issues.
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See NASD Regulation Provides Interpretive Guidance On Registration Requirements, 

NASD

                                          

Notice to Members 99-49, June 1999.

   Short Sales                            Certain NASD members may be assisting customers
 in the circumvention of the Short-Sale Rule (Rule 3350).

                                          Specifically, these members are failing to net
 security positions of accounts for customers who maintain

                                          accounts in their name and exercise control
 over, or operate in concert with, other accounts with a strategy

                                          designed to circumvent the Short-Sale Rule. The
 failure to net these positions has permitted these customers,

                                          who operate the two accounts with a single
 investment strategy, to avoid application of he Short-Sale Rule.

                                          Members are expected to establish and maintain
 supervisory procedures to detect and deter this improper

                                          trading activity.

                                          

See NASD Reminds Members Of Obligations Relating To The Short-Sale Rule, 

NASD Notice to
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Members 99-28, April 1999.

   Supervision                            On June 22, 1998, the SEC approved amendments
 to 

NASD Rule 2210 (Communications with the Public) that

   Research Reports/Supervisory           permit the approval of research reports by a
 supervisory analyst approved by the NYSE to satisfy NASD

   Analysts                               requirements that research reports be approved
 by a registered principal.

                                          

See SEC Approves Rule Change Regarding Approval Of Research Reports, 

NASD Notice to

                                          

Members 98-54, July 1998, 

and Revised Interpretation To 

Rule 344 (“Supervisory Analysts”),

                                          

NYSE Interpretation Memo 99-3, February 22, 1999.
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   Supervision                            Many of the failure-to-supervise charges
 recently imposed on NASD members have been for inadequacies

   Responsibilities for Trade Reporting   revealed in the NASD Regulation's Trading and
 Market Maker Surveillance (TMMS) examination process.

   and Market-Making Activities

                                          

See NASD Elaborates On Member Firms' Supervision Responsibilities For Trade Reporting And

                                          Market-Making Activities, 

NASD Notice to Members 98-96, December 1998. This 

Notice

                                          highlights common supervisory deficiencies
 relating to trade reporting, market making, and equity order

                                          handling areas, and gives guidance for
 preventing these deficiencies.

   Supervision                            On November 30, 1998, the SEC approved
 amendments to 

NASD Rule 3010, requiring firms to review

   Review of Incoming Written             incoming, written correspondence to identify
 customer complaints and funds and to ensure they are properly

   Correspondence                         handled.
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See New Rules - Supervision and Review of Communications with the Public, 

NYSE Information 
                                           
Memo 98-03

, January 1998 

and SEC Approves Rule Amendments Requiring Review Of Incoming,

                                          Written Correspondence; Effective March 15,
 1999, 

NASD Notice to 

Members 99-03,

                                          January 1999, which provides guidance on how to
 implement this rule.

   Supervision                            

See NASD Reminds Members Of Supervisory And Inspection Obligations, 

NASD Notice to

   Supervisory and Inspection             

Members 98-38, May 1998, which addresses firm obligations to supervise associated persons
 located in

   Obligations                            Offices of Supervisory Jurisdiction (OSJs),
 branch offices, and all other offices, and to inspect these offices.
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   Supervision                            

See NASD Provides Guidance On Supervisory Responsibilities, 

NASD Notice 

to Members

   Supervisory Responsibilities           

99-45, June 1999, for guidance on the sections of 

NASD Rule 3010 that require firms to establish a

                                          supervisory system and develop and maintain
 written supervisory procedures.

   Supervision                            On April 17, 1998, the SEC approved an
 amendment to 

NASD Rule 3010 to require members to establish

   Taping                                 special supervisory procedures, including the
 tape recording of conversations, when they have hired more than

                                          a specified percentage of registered persons
 from certain firms that have been expelled or that have had their

                                          broker/dealer registrations revoked for
 violations of sales practice rules.
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See SEC Approves Taping Rule; Effective August 17, 1998, 

NASD Notice to 

Members 98-52,

                                          July 1998.

   Trading/Markets                        On April 21, 1999, 

SEC Rules 3a1-1, 

3b-16, and Regulation Alternative Trading System (ATS) took effect.

   Alternative Trading Systems            Regulation ATS established certain thresholds
 for share volume of trading.

                                          

See Implementation of Securities Exchange Act Regulation ATS, 

Forms ATS, 

ATS-R and new

                                          additions to 

Rules 17a-3, 

17a-4, 

NYSE Information Memo 99-23, May 13,1999 
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and NASD

                                          Offers Guidance On Complying With New SEC Rule
 Regarding Alternative Trading Systems; 

NASD

                                          

Notice to 

Members 99-34, May 1999.

   Trading/Markets                        On January 13, 1999, The Nasdaq Stock Market,
 Inc. filed a rule change with the SEC that eliminates the

   Changes to NASD Rules on SOES          single investment decision aggregation
 presumption for Small Order Execution Systemsm (SOESsm) orders

   Orders Entered Within Five Minutes     entered within five minutes of each other (NASD
 Notice to Members 88-61). The elimination

   of Each Other                          presumption was effective immediately.

                                          

See The Nasdaq Stock Market Eliminates The SOES Five-Minute Presumption, 

NASD Notice to

                                          

Members 99-21, March 1999.
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   Trading/Markets                        On June 22, 1999, the SEC approved changes to 

NASD Rule 4613(b) regarding quotation updates following

   Firm Quotation Requirements            execution of an order. 

NASD Rule 4613(b), as now amended, will require a Market Maker to disseminate an

                                          inferior quote whenever the Market Maker fails
 to execute the full size of an incoming order that is at least one

                                          normal unit of trading greater than the Market
 Maker's published quotation size. The rule change will also

                                          modify IM-4613 to prohibit the use of automatic
 quote updating in violation of 

Rule 4613(b).

                                          

See SEC Approves Changes To 

Rule 4613-Firm Quotation Requirements; Effective Date: August 2,

                                          

1999, NASD Notice to Members 99-61, July 

1999.
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   Trading/Markets                        There has been a revision to the rule that
 governs the advance/decline of the Dow Jones Industrial Average that

   Index Arbitrage Trading Restrictions   triggers 

Rule 80A's tick restrictions. In addition, the amendment to 

Rule 80A eliminates sidecar provisions and

                                          codifies the definition of index arbitrage.

                                          

See Amendment to 

Rule 80A (Index Arbitrage Trading Restrictions), 

NYSE Information Memo 99-8,

                                          February 

1999.

   Trading/Markets                        On September 9

, 1998, the SEC Division of Market Regulation (the Division) issued Staff Legal

   Order Handling Rules During            Bulletin No. 8 setting forth the Division's
 views on the appropriate handling of customer orders when market-wide

   Market-Wide Trading Halts              circuit breakers halt trading. In addition, the
 SEC again stressed that broker/dealers must have sufficient

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

496

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/99-8/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


                                          internal system capacity to operate properly
 during periods of market stress.

                                          

See SEC Issues Guidance On Handling Customer Orders During Market-Wide Trading Halts,

                                          

NASD Notice 

to Members 99-05, January 1999.

   Trading/Markets                        The way percentage orders are handled has
 changed effective March 1999.

   Percentage Order Rules

                                          

See Amendment to Percentage Order Rules, 

NYSE Information Memo 99-13, February 1999.

   Trading/Markets                        The sharp increase in price volatility and
 volume in many stocks, particularly of companies that sell products or

   Stock Volatility Disclosures           services via the Internet (Internet issuers)
 suggests that firms should make certain disclosures to retail

                                          customers to educate them about the risks of
 price and volume volatility.
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See NASD Regulation Issues Guidance Regarding Stock Volatility, 

NASD Notice to Members 99-11,

                                          February 1999.

   Trading/Markets                        In light of the recent dramatic intraday
 volatility and significant surges in trading volume with respect to certain

   The Operation of Automated Order       issues, particularly Internet-based issues,
 firms' best execution obligations require that firm procedures treat

   Execution Systems During Turbulent     customer orders in a fair, consistent, and
 reasonable manner. To the extent that firms (particularly wholesale

   Market Conditions                      firms) deviate from or alter their execution
 algorithms or procedures during turbulent market conditions, they

                                          should consider disclosing such altered
 procedures and the basis for activating such altered procedures to their

                                          customers and firms sending them order flow.

                                          

See NASD Regulation Issues Guidance Concerning The Operation Of Automated Order Execution

                                          Systems During Turbulent Market Conditions, 

NASD Notice to Members 99-12, February 1999.

   Trading/Markets                        On March 6,1998, the SEC approved new 
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NASD Rules 6950 through 

6957 which establish an Order Audit

   Trade Reporting. The Order Audit       Trail System (OATSsm).

   Trail System

                                          OATS imposes obligations on member firms to
 record in electronic form and to report to NASD Regulation

                                          certain items of information with respect to
 orders they receive to effect transactions in equity securities traded

                                          on The Nasdaq Stock Market®. NASD Regulation
 combines this order information with transaction data

                                          currently reported by members through the
 Automated Confirmation Transaction Servicesm (ACTsm‘) and

                                          quotation information disseminated by members
 through Nasdaq to construct an integrated audit trail of

                                          quotation, transaction, and order data.

                                          

See SEC Approves New Order Audit Trail System (OATS), 

Special NASD Notice to
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Members 98-33, March 1998.

   Trading/Markets                        As the list of bonds requiring FIPS reporting
 continues to expand, members are reminded of their reporting and

                                          quotation obligations.

   Transaction Reporting and Quotation

   Obligations Under the Fixed Income     

See Transaction Reporting And Quotation Obligations Under The Fixed Income Pricing System
 (FIPS),

   Pricing Systemsm (FIPS®)               

NASD Notice 

to Members 98-55, July 1998.

   Variable Annuities                     Guidelines intended to assist members in
 developing appropriate procedures relating to variable annuity sales

   Sales of Variable Annuities            to customers. The guidelines identify areas of
 concern such as customer information, product information,

                                          liquidity and earnings accrual, customer's
 income and net worth, contract size thresholds, investments in tax-qualified

                                          accounts, and variable annuity replacements
 that NASD Regulation would expect to be addressed in

                                          the procedures of members that offer and sell
 variable annuities.
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See The NASD Reminds Members Of Their Responsibilities Regarding The Sales Of Variable

                                          Annuities, 

NASD Notice to Members 99-35, May 

1999.

To Obtain More Information

For more information about publications contact the SROs at these addresses:

   American Stock Exchange                 National Association of Securities Dealers

   P.O. Box 9403                           NASD MediaSource

   Gaithersburg, MD 20898-9403             P.O. Box 9403

   NASD MediaSource                        Gaithersburg, MD 20898-9403

   (301) 590-6142                          (301) 590-6142

   

www.nasd.com                            

www.nasd.com

   

Chicago Board Options Exchange          New York Stock Exchange
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   Investor Services                       Publications Department

   Chicago Board Options Exchange          11 Wall Street

   400 S. LaSalle Street                   18th Floor

   Chicago, IL 60605                       New York, NY 10005

   (800) OPTIONS                           (212) 656-5273, or (212) 656-2089

   

www.cboe.com                            

www.nyse.com

   

Municipal Securities Rulemaking Board   Philadelphia Stock Exchange

   MSRB                                    Marketing Department

   Publications Department                 1900 Market Street

   1640 King Street                        Philadelphia, PA 19103

   Suite 300                               (800) THE PHLX, or (215) 496-5158

   Alexandria, VA 22314                    

www.phlx.com
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   (202) 223-9503                          or 

info@phlx.com

   

www.msrb.org

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 99-44

Click to open document in a browser

October 1, 1999

  

Market Surveillance

 TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW {L-End} RULE 80A COLLARS AND {L-End} RULE 80B CIRCUIT BREAKER LEVELS
FOR THE THIRD QUARTER 1999

EFFECTIVE OCTOBER 1 through DECEMBER 31, 1999

•{L-End} Rule 80 A restrictions on index arbitrage trading in component stocks of the S&P 500 Stock Price

Index SM *   will be imposed when the Dow Jones Industrial Average SM **   (“DJIA”) is above or below its
closing value on the previous trading day by:

210 points or more

•{L-End} Rule 80 A restrictions will be removed when the DJIA is above or below its closing value on the
previous trading day by:

100 Points or less

•Index arbitrage order entry restrictions will be re-imposed each time the DJIA advances or declines 210
points from the prior day's close.

•{L-End} Rule 80B trading halts will be triggered when the DJIA declines below its closing value on the
previous trading day by:

1,050 points (Level 1)

2,150 points (Level 2)

3,200 points (Level 3)

{L-End} Rule 80 A

Whenever {L-End} Rule 80A collars are in effect due to a decline in the DJIA, all index arbitrage orders to sell
any component stock of the S&P 500 Stock Price Index must be marked “sell plus”; and whenever the collars
are in effect due to an advance in the DJIA, all index arbitrage orders to buy must be marked “buy minus”.

{L-End} Rule 80B

Whenever a {L-End} Rule 80B circuit breaker is in effect, trading in all stocks on the Exchange will halt for the
time periods specified below.

Level 1 Halt

a) before 2:00 p.m..— one hour

b) at 2:00 p.m. or later but before 2:30 p.m..— 30 minutes

c) at 2:30 p.m. or later.— trading shall continue, unless there is a Level 2 halt.
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Level 2 Halt

a) before 1:00 p.m..— two hours

b) at 1:00 p.m. or later but before 2:00 p.m..— one hour

c) at 2:00 p.m. or later.— trading shall halt and not resume for the remainder of the day.

Level 3 Halt

at any time.—trading shall halt and not resume for the remainder of the day.

A complete discussion of the calculation of trigger values for {L-End} Rule 80A and {L-End} Rule 80B was
published in {L-End} Information Memo No. 99-8, dated February 12, 1999 and {L-End} Information Memo
98-15, dated April 13, 1998, respectively.

Questions concerning these matters may be addressed to Brian McNamara at (212) 656-7086 or Donald
Siemer at (212) 656-6940.

Robert J. McSweeney

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

*  "Standard & Poor's 500 Stock Price Index" is a service mark of Standard & Poor's Corporation
**  "Dow Jones Industrial Average" is a service mark of Dow Jones & Company, Inc.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 99-43

Click to open document in a browser

September 22, 1999

  

Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: MANAGING PARTNER/CHIEF EXECUTIVE OFFICER/CHIEF TECHNOLOGY OFFICER/
YEAR 2000 PROJECT MANAGER/CHIEF FINANCIAL OFFICER/CHIEF OPERATIONS OFFICER

SUBJECT: SECURITIES INDUSTRY MILLENNIUM QUESTIONNAIRES

The NYSE, in conjunction with the Securities and Exchange Commission and other self-regulatory
organizations (“SROs”), have developed uniform questionnaires (attached) to gather specific information from
broker-dealers to monitor and assess the Year 2000 transition, to coordinate the sharing of this information
between regulators, and to reinforce investor confidence.

The questionnaires have been designed as a series of daily reports. The first report must be filed on
December 29, 1999, the first trade date for transactions settling in 2000, and each day thereafter through
January 7, 2000. Multiple filings, up to three times a day, will be required on specific critical days to enable
the Exchange to assess emerging problems, if any, quickly and during the trading day. To facilitate filings,
members and member organizations that deal with the public (carrying and introducing organizations) and all
specialist organizations are required to submit the reports electronically via the Exchange's new Electronic
Filing Platform (“EFP”). The attached questionnaires also establish the filing schedule.

The EFP is a “extranet” built by the NYSE to support authenticated, encrypted, two-way communications
between the Exchange and its membership. The Exchange has already started the roll out of EFP and
plans to have the application installed at all members and member organizations shortly. Once installation
is complete, we plan to conduct a test of the system in order to be certain that all installations are working
properly. Additional information on testing with members and member organizations will be provided in a
separately issued Information Memo.

To address any issues or activities that may arise during this period, and particularly over the New Year
weekend, the Exchange is requesting that all members and member organizations required to file the
questionnaire complete the attached contact information sheet (Exhibit A) and return it to your Finance
Coordinator by September 28,1999.

Members and member organizations are required to have sufficient staffing on premises over the New Year
weekend to complete the questionnaires and attest to the organization's Y2K status.

If you have any questions or comments regarding this Information Memo, please contact your Finance
Coordinator.

Salvatore Pallante

Senior Vice President

Attach.

EXHIBIT A

CONTACT INFORMATION SHEET
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MEMBER ORGANIZATION NAME

  
 ________________________________________________________________________________________________________________________________________

   

CONTACT NAME:         
 __________________________________________________________________________________________________________

   

TELEPHONE NUMBER:     
 __________________________________________________________________________________________________________

   

FAX NUMBER:           
 __________________________________________________________________________________________________________

   

CELL PHONE NUMBER:    
 __________________________________________________________________________________________________________

   

ADDRESS:              
 __________________________________________________________________________________________________________

   

EMAIL ADDRESS:        
 __________________________________________________________________________________________________________
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BACKUP CONTACT NAME:  
 __________________________________________________________________________________________________________

   

TELEPHONE NUMBER:     
 __________________________________________________________________________________________________________

   

FAX NUMBER:           
 __________________________________________________________________________________________________________

   

CELL PHONE NUMBER:    
 __________________________________________________________________________________________________________

   

ADDRESS:              
 __________________________________________________________________________________________________________

   

EMAIL ADDRESS:        
 __________________________________________________________________________________________________________

INSTRUCTIONS FOR THE SECURITIES INDUSTRY MILLENNIUM QUESTIONNAIRE

I. GENERAL INSTRUCTIONS

The Designed Examining Authority (“DEA”) for each broker-dealer will collect information from their members
once a day beginning December 29, 1999 and two or three times a day beginning on January 3, 2000. We
expect to stop using the questionnaire after the last report on January 7, 2000.

The DEA will use the information reported in the questionnaire to monitor their members' performance over
the millennium transition period, and will forward information elicited from the questionnaire to the SEC. The
questionnaire is designed to minimize the reporting burden on the firms. If a firm is a member of more than

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

508

http://researchhelp.cch.com/License_Agreement.htm


one SRO, the DEA will share relevant data with other SROs where the firm is a member, thereby eliminating
multiple reporting obligations for the firms. Neither the SEC nor the SROs will release firm-specific information
reported in the questionnaire to the public or the media.

As you complete the questionnaire, you should keep the following guidelines in mind:

1. The questions are intended to identify Year 2000 problems that could materially or significantly effect
your ability to conduct business. For example, a problem that has a minor effect on a single product or small
branch office may not warrant notice. Moreover, routine problems (i.e., problems that typically arise during
normal operations) similarly may not warrant comment.

2. You will be prompted to describe any problems indicated by your responses to the questionnaire. You
should include a brief description of the problem and how it is significantly impacting your ability to conduct
business.

3. Question 1 is intended to be an overall assessment of your ability to conduct business. A “Yes” response
here should be supported by appropriate problem reports later in the questionnaire.

4. Responses should cover all key locations where you conduct business.

5. All questions should be answered. If the question does not apply specifically to your organization, you
should check “N/A” (not applicable).

6. Foreign locations are those outside the United States or its territories.

7. If your principal business location is not usable for any reason and you close or relocate to another site,
you should note this in your responses regardless of whether you believe this has a significant or material
impact on your ability to conduct business.

8. Reporting a problem in the questionnaire does not relieve the firm of its obligations under existing rules and
regulations.

II. INSTRUCTIONS FOR NEW YORK STOCK EXCHANGE DEA FIRMS

1. If at any time you are experiencing a problem that could materially or significantly effect your ability to
conduct business contact your coordinator immediately via EFP Alert or telephone. The EFP affords you a
separate reporting vehicle for Alerts.

2. Each questionnaire should be forwarded via EFP to your coordinator, each day, at the time requested.
Questionnaires may be submitted as early as one hour before the scheduled filing time provided you know
your responses will not change.

3. Questionnaires must be transmitted when requested. However, a missed filing can be transmitted up to
one hour before the next required filing. Questionnaires past that time will not be accepted but can be faxed
to your finance coordinator.

4. No amendments will be accepted once the questionnaire is transmitted. If amendments or changes are
necessary, they should be included in next filing.

5. A copy of the responses signed by an authorized signatory (FOCUS signer) should be maintained in a
readily accessible place at the member organization.

MILLENNIUM TRANSITION QUESTIONNAIRE

MILLENNIUM QUESTIONNAIRE COVER PAGE

MEMBER ORGANIZATION NAME

 
 ________________________________________________________________________________________________________________________________________
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SEC NO. 8

   

NAME OF FILER:        
 _________________________________________________________________________________________________________

   

SIGNATURE:            
 _________________________________________________________________________________________________________

   

TELEPHONE NUMBER(S):  
 _________________________________________________________________________________________________________

   

FAX NUMBER(S):        
 _________________________________________________________________________________________________________

DECEMBER 29, 1999 WEDNESDAY

Wednesday - December 29, 1999 - Pre-Trading Flash Report

(Filing Requirement: 9:00 a.m. EST)

    1.      Are you experiencing any problems likely to negatively impact your customers
 or your business?                __ Yes       __ No

    If yes, please describe the problem and how it is significantly affecting your
 ability to do business.

 
 __________________________________________________________________________________________________________________________________________________________
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 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

    2.      Did you successfully process trades overnight?                               
                                 __ Yes       __ No       __ N/A

    If no, please explain.

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

DECEMBER 30, 1999 THURSDAY

Thursday - December 30, 1999 - Pre-Trading Flash Report

(Filing Requirement: 9:00 a.m. EST)

    1.      Are you experiencing any problems likely to negatively impact your customers
 or your business?                __ Yes       __ No
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    If yes, please describe the problem and how it is significantly affecting your
 ability to do business.

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

    2.      Did you successfully process trades overnight?                               
                                 __ Yes       __ No       __ N/A

    If no, please explain.

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________
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 __________________________________________________________________________________________________________________________________________________________

DECEMBER 31, 1999 FRIDAY

Friday - December 31, 1999 - Pre-Trading Flash Report

(Filing Requirement: 9:00 a.m. EST)

    1.      Are you experiencing any problems likely to negatively impact your customers
 or your business?                __ Yes       __ No

    If yes, please describe the problem and how it is significantly affecting your
 ability to do business.

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

    2.      Did you successfully process trades overnight?                               
                                 __ Yes       __ No       __ N/A

    If no, please explain.

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________
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 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

JANUARY 1, 2000 SATURDAY

Saturday - Pre-Trading - January 1, 2000

(Filing Requirement: 12 noon EST)

    1.      Are you experiencing any problems likely to negatively impact your customers
 or your business?                __ Yes       __ No

    If yes, please describe the problem and how it is significantly affecting your
 ability to do business.

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

    

Communications/interfaces

    2.      Are 
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key internal office systems operating properly:

                 a.    Telephones                                                        
                                 __Yes        __No

                 b.    Fax machines                                                      
                                 __Yes        __No        __ N/A

                 c.    E-mail                                                            
                                 __Yes        __No        __ N/A

                 d.    Local Area Networks (LAN)                                         
                                 __Yes        __No        __ N/A

                 e.    Intranets                                                         
                                 __Yes        __No        __ N/A

                 f.    Other                                                             
                                 __Yes        __No

    3.      Are your 

key external electronic links/interfaces operating for the following:

                 a.    Internet connections for receiving customer trades, data transfer
 and other Internet-based         __ Yes       __ No       __ N/A

                       transactions

                 b.    Correspondents\clearing firms                                     
                                 __Yes        __No        __ N/A

                 c.    All data and other third party vendor links                       
                                 __Yes        __No        __ N/A
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                 d.    Contingency communications “command centers”                      
                                 __Yes        __No        __ N/A

                 e.    All markets (domestic and foreign market systems)                 
                                 __Yes        __No        __ N/A

                 f.    All clearance and settlement organizations                        
                                 __Yes        __No        __ N/A

                 g.    All banks, fed wires, SWIFT and other money mobilization and
 transfer systems                      __Yes        __No        __ N/A

                 h.    All service bureaus used by your firm                             
                                 __Yes        __No        __ N/A

                 i.    Foreign locations and/or branches                                 
                                 __Yes        __No        __ N/A

                 j.    Other                                                             
                                 __ Yes       __ No

    If you responded “no” to any part of questions 2 or 3, please describe the problem
 and how it is significantly affecting your ability to do business.

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________
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 __________________________________________________________________________________________________________________________________________________________

    

Computer Systems

    4.      

Hardware:

    Are computers, mainframes, servers operating properly?                               
                                 __Yes        __No        __ N/A

    5.      

Software:

            Are the following systems operating properly?

                 a.    Order entry                                                       
                                 __ Yes       __ No       __ N/A

                 b.    Trading systems                                                   
                                 __Yes        __No        __ N/A

                 c.    Risk management                                                   
                                 __Yes        __No        __ N/A

                 d.    Front office systems                                              
                                 __Yes        __No        __ N/A

                 e.    Back office systems                                               
                                 __Yes        __No        __ N/A
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                 f.    Trade processing                                                  
                                 __Yes        __No        __ N/A

                 g.    Overnight batch processing (12/31/99 work)                        
                                 __Yes        __No        __ N/A

                 h.    All records and reports available (12/31/99 work)                 
                                 __ Yes       __ No

    If you responded “no” to any part of questions 4 or 5, please describe the problem
 and how it is significantly affecting your ability to do business.

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

    

Other

    6.      Are you aware of any reports of investor panic?                              
                                 __ Yes       __ No

    7.      Are you aware of foreign market activities that raise significant concern for
 the U.S. market?                __ Yes       __ No
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    If you responded “yes” to any part of questions 6 or 7, please describe the problem
 and how it is significantly affecting your ability to do business.

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

JANUARY 2, 2000 SUNDAY

Sunday - Pre-Trading - January 2, 2000

(Filing Requirement: 12 noon EST)

    1.      Are you experiencing any problems likely to negatively impact your customers
 or your business?                __ Yes       __ No

    If yes, please describe the problem and how it is significantly affecting your
 ability to do business.

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________
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 __________________________________________________________________________________________________________________________________________________________

    

Communications/Interfaces

    2.      Are 

key internal office systems operating properly:

                 a.    Telephones                                                        
                                 __Yes        __No

                 b.    Fax machines                                                      
                                 __Yes        __No        __ N/A

                 c.    E-mail                                                            
                                 __Yes        __No        __ N/A

                 d.    Local Area Networks (LAN)                                         
                                 __Yes        __No        __ N/A

                 e.    Intranets                                                         
                                 __Yes        __No        __ N/A

                 f.    Other                                                             
                                 __Yes        __No

    3.      Are your 

key external electronic links/interfaces operating for the following:

                 a.    Internet connections for receiving customer trades, data transfer
 and other Internet-based         __ Yes       __ No       __ N/A
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                       transactions

                 b.    Correspondents\clearing firms                                     
                                 __Yes        __No        __ N/A

                 c.    All data and other third party vendor links                       
                                 __Yes        __No        __ N/A

                 d.    Contingency communications “command centers”                      
                                 __Yes        __No        __ N/A

                 e.    All markets (domestic and foreign market systems)                 
                                 __Yes        __No        __ N/A

                 f.    All clearance and settlement organizations                        
                                 __Yes        __No        __ N/A

                 g.    All banks, fed wires, SWIFT and other money mobilization and
 transfer systems                      __Yes        __No        __ N/A

                 h.    All service bureaus used by your firm                             
                                 __Yes        __No        __ N/A

                 i.    Foreign locations and/or branches                                 
                                 __Yes        __No        __ N/A

                 j.    Other                                                             
                                 __ Yes       __ No

    If you responded “no” to any part of questions 2 or 3, please describe the problem
 and how it is significantly affecting your ability to do business.

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________
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 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

    

Computer Systems

    4.      

Hardware:

    Are computers, mainframes, servers operating properly?                               
                                 __Yes        __No        __ N/A

    5.      

Software:

            Are the following systems operating properly?

                 a.    Order entry                                                       
                                 __ Yes       __ No       __ N/A

                 b.    Trading systems                                                   
                                 __Yes        __No        __ N/A

                 c.    Risk management                                                   
                                 __Yes        __No        __ N/A
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                 d.    Front office systems                                              
                                 __Yes        __No        __ N/A

                 e.    Back office systems                                               
                                 __Yes        __No        __ N/A

                 f.    Trade processing                                                  
                                 __Yes        __No        __ N/A

                 g.    Overnight batch processing (12/31/99 work)                        
                                 __Yes        __No        __ N/A

                 h.    All records and reports available (12/31/99 work)                 
                                 __ Yes       __ No

    If you responded “no” to any part of questions 4 or 5, please describe the problem
 and how it is significantly affecting your ability to do business.

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

    

Other
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    6.      Are you aware of any reports of investor panic?                              
                                 __ Yes       __ No

    7.      Are you aware of foreign market activities that raise significant concern for
 the U.S. market?                __ Yes       __ No

    If you responded “yes” to any part of questions 6 or 7, please describe the problem
 and how it is significantly affecting your ability to do business.

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

JANUARY 3, 2000 MONDAY

Monday - January 3, 2000

(Filing Requirement: 8:00 a.m. EST)

    1.      Are you experiencing any problems likely to negatively impact your customers
 or your business?                __ Yes       __ No

    If yes, please describe the problem and how it is significantly affecting your
 ability to do business.

 
 __________________________________________________________________________________________________________________________________________________________
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 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

    

Mission Critical Systems

    2.      Are all mission critical trading and settlement systems up and running?      
                                 __ Yes       __ No

    If no, please describe the problem and how it is significantly affecting your ability
 to do business.

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________
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Operations

    3.      Did all transactions get processed from the previous business day?           
                                 __Yes        __No        __ N/A

    4.      Are all next day records and reports available?                              
                                 __Yes        __No

    5.      Have the marks on the firm's positions been properly recorded?               
                                 __Yes        __No        __ N/A

    6.      Did you receive all appropriate order confirmations from all your markets
 from the previous                   __Yes        __No        __ N/A

            business day?

    7.      Do the firm's books and records correctly reflect the previous business day's
 trading activity?               __Yes        __No        __ N/A

    8.      Does the firm have sufficient liquidity to meet its upcoming settlement
 obligations?                          __Yes        __No        __ N/A

    9.      Have you balanced through the previous business day?                         
                                 __Yes        __No        __ N/A

    If you responded “no” to any of the questions numbered 3-9, please describe the
 problem and how it is significantly affecting your ability to do

    business.

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________
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 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

    

Communications/Interfaces

    10.     Are 

key internal office systems operating properly:

                 a.    Telephones                                                        
                                 __Yes        __No

                 b.    Fax machines                                                      
                                 __Yes        __No        __ N/A

                 c.    E-mail                                                            
                                 __Yes        __No        __ N/A

                 d.    Local Area Networks (LAN)                                         
                                 __Yes        __No        __ N/A

                 e.    Intranets                                                         
                                 __Yes        __No        __ N/A

                 f.    Other                                                             
                                 __Yes        __No
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    11.     Are your 

key external electronic links/interfaces operating for the following:

                 a.    Internet connections for receiving customer trades, data transfer
 and other Internet-based         __ Yes       __ No       __ N/A

                       transactions

                 b.    Correspondents\clearing firms                                     
                                 __Yes        __No        __ N/A

                 c.    All data and other third party vendor links                       
                                 __Yes        __No        __ N/A

                 d.    Contingency communications “command centers”                      
                                 __Yes        __No        __ N/A

                 e.    All markets (domestic and foreign market systems)                 
                                 __Yes        __No        __ N/A

                 f.    All clearance and settlement organizations                        
                                 __Yes        __No        __ N/A

                 g.    All banks, fed wires, SWIFT and other money mobilization and
 transfer systems                      __Yes        __No        __ N/A

                 h.    All service bureaus used by your firm                             
                                 __Yes        __No        __ N/A

                 i.    Foreign locations and/or branches                                 
                                 __Yes        __No        __ N/A

                 j.    Other                                                             
                                 __ Yes       __ No
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    If you responded “no” to any part of questions 10 or 11, please describe the problem
 and how it is significantly affecting your ability to do

    business.

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

    

Computer Systems

    12.     

Hardware:

    Are computers, mainframes, servers operating properly?                               
                                 __Yes        __No        __ N/A

    13.     

Software:

            Are the following systems operating properly?
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                 a.    Order entry                                                       
                                 __ Yes       __ No       __ N/A

                 b.    Trading systems                                                   
                                 __Yes        __No        __ N/A

                 c.    Risk management                                                   
                                 __Yes        __No        __ N/A

                 d.    Front office systems                                              
                                 __Yes        __No        __ N/A

                 e.    Back office systems                                               
                                 __Yes        __No        __ N/A

                 f.    Trade processing                                                  
                                 __Yes        __No        __ N/A

                 g.    Overnight batch processing (12/31/99 work)                        
                                 __Yes        __No        __ N/A

                 h.    All records and reports available (12/31/99 work)                 
                                 __ Yes       __ No

    If you responded “no” to any part of questions 12 or 13, please describe the problem
 and how it is significantly affecting your ability to do

    business.

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________
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 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

Monday - Midday Flash Report - January 3, 2000

(Filing Requirement: 12:00 noon EST)

    1.      Are you experiencing any problems likely to negatively impact your customers
 or your business?                __ Yes       __ No

    If yes, please describe the problem and how it is significantly affecting your
 ability to do business.

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

    

Mission Critical Systems

    2.      Are all mission critical trading and settlement systems up and running?      
                                 __ Yes       __ No
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    If no, please describe the problem and how it is significantly affecting your ability
 to do business.

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

Monday - End of Day - January 3

(Filing Requirement: 6:00 p.m. EST)

    1.      Are you experiencing any problems likely to negatively impact your customers
 or your business?                __ Yes       __ No

    If yes, please describe the problem and how it is significantly affecting your
 ability to do business.

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________
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 __________________________________________________________________________________________________________________________________________________________

    2.      Did you experience any business disruptions with electronic links to
 customers, service bureaus,              __ Yes       __ No       __ N/A

            markets, clearance/settlement, banks, vendors, or foreign markets/locations?

    3.      Are you having any operational problems?                                     
                                 __ Yes       __ No

    4.      Are you having any financial problems?                                       
                                 __ Yes       __ No

    If you answered “yes” to questions 2-4, please describe the problem that is
 significantly affecting your ability to do business.

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

    5.      Did you receive all trades from all offices?                                 
                                 __ Yes       __ No       __ N/A
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    6.      Did you receive all price feeds?                                             
                                 __ Yes       __ No       __ N/A

    If you answered “no” to questions 5 or 6, please describe the problem that is
 significantly affecting your ability to do business.

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

    7.      Are you aware of any reports of investor panic?                              
                                 __ Yes       __ No

    8.      Are you aware of foreign market activities that raise significant concern for
 the U.S. market?                __ Yes       __ No

    If you answered “yes” to questions 7 or 8, please explain.

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________
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 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

JANUARY 4, 2000 TUESDAY

Tuesday - January 4

(Filing Requirement: 8:00 a.m. EST)

    1.      Are you experiencing any problems likely to negatively impact your customers
 or your business?                __ Yes       __ No

    If yes, please describe the problem and how it is significantly affecting your
 ability to do business.

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

    

Mission Critical Systems

    2.      Are all mission critical trading and settlement systems up and running?      
                                 __ Yes       __ No
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    If no, please describe the problem and how it is significantly affecting your ability
 to do business.

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

    

Operations

    3.      Was settlement normal with all organizations that the firm dealt with (i.e.
 NSCC, DTC, Federal                __ Yes       __ No       __ N/A

            Reserve, clearing firms etc.)?

    4.      Did all transactions get processed yesterday?                                
                                 __ Yes       __ No       __ N/A

    5.      Are you receiving payments, e.g., margin calls, from customers in a timely
 manner?                            __ Yes       __ No       __ N/A

    6.      Did all overnight processing systems work properly?                          
                                 __ Yes       __ No       __ N/A
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    7.      Are all next day records and reports available?                              
                                 __ Yes       __ No

    8.      Have the marks on the firm's positions been properly recorded?               
                                 __ Yes       __ No       __ N/A

    9.      Did you receive all appropriate order confirmations from all your markets
 yesterday?                          __ Yes       __ No       __ N/A

    10.     Were all orders (proprietary and customer) executed in a timely manner?      
                                 __ Yes       __ No       __ N/A

    11.     Do the firm's books and records correctly reflect yesterday's trading
 activity?                               __ Yes       __ No       __ N/A

    12.     Does the firm have sufficient liquidity to meet its upcoming settlement
 obligations?                          __ Yes       __ No       __ N/A

    13.     Have you balanced through the previous business day?                         
                                 __ Yes       __ No       __ N/A

    14.     Do you have sufficient cash and eligible securities to meet the 

Rule 15c3-3 Reserve Formula                   __ Yes       __ No       __ N/A

            Deposit requirement?

    If you responded “no” to any of the questions numbered 3-14, please describe the
 problem and how it is significantly affecting your ability to do

    business.

 
 __________________________________________________________________________________________________________________________________________________________
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 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

    

Communications/interfaces

    15.     Are 

key internal office systems operating properly:

                 a.    Telephones                                                        
                                 __Yes        __No

                 b.    Fax machines                                                      
                                 __ Yes       __ No       __ N/A

                 c.    E-mail                                                            
                                 __Yes        __No        __ N/A

                 d.    Local Area Networks (LAN)                                         
                                 __Yes        __No        __ N/A

                 e.    Intranets                                                         
                                 __Yes        __No        __ N/A
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                 f.    Other                                                             
                                 __Yes        __No

    16.     Are your 

key external electronic links/interfaces operating for the following:

                 a.    Internet connections for receiving customer trades, data transfer
 and other Internet-based         __ Yes       __ No       __ N/A

                       transactions

                 b.    Correspondents\clearing firms                                     
                                 __Yes        __No        __ N/A

                 c.    All data and other third party vendor links                       
                                 __Yes        __No        __ N/A

                 d.    Contingency communications “command centers”                      
                                 __Yes        __No        __ N/A

                 e.    All markets (domestic and foreign market systems)                 
                                 __Yes        __No        __ N/A

                 f.    All clearance and settlement organizations                        
                                 __Yes        __No        __ N/A

                 g.    All banks, fed wires, SWIFT and other money mobilization and
 transfer systems                      __Yes        __No        __ N/A

                 h.    All service bureaus used by your firm                             
                                 __Yes        __No        __ N/A

                 i.    Foreign locations and/or branches                                 
                                 __Yes        __No        __ N/A
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                 j.    Other                                                             
                                 __ Yes       __ No

    If you responded “no” to any part of questions 15 or 16, please describe the problem
 and how it is significantly affecting your ability to do

    business.

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

    

Computer Systems

    17.     

Hardware:

    Are computers, mainframes, servers operating properly?                               
                                 __ Yes       __ No       __ N/A

    18.     
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Software:

            Are the following systems operating properly?

                  a.    Order entry                                                      
                                 __ Yes       __ No       __ N/A

                  b.    Trading systems                                                  
                                 __Yes        __No        __ N/A

                  c.    Risk management                                                  
                                 __Yes        __No        __ N/A

                  d.    Front office systems                                             
                                 __Yes        __No        __ N/A

                  e.    Back office systems                                              
                                 __Yes        __No        __ N/A

                  f.    Trade processing                                                 
                                 __Yes        __No        __ N/A

                  g.    Overnight batch processing (12/31/99 work)                       
                                 __Yes        __No        __ N/A

                  h.    All records and reports available (12/31/99 work)                
                                 __ Yes       __ No

    If you responded “no” to any part of questions 17 or 18, please describe the problem
 and how it is significantly affecting your ability to do

    business.

 
 __________________________________________________________________________________________________________________________________________________________
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 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

Tuesday - Midday Flash Report - January 4

(Filing Requirement: 12:00 noon EST)

    1.      Are you experiencing any problems likely to negatively impact your customers
 or your business?                 __ Yes      __ No

    If yes, please describe the problem and how it is significantly affecting your
 ability to do business.

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

    

Mission Critical Systems
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    2.      Are all mission critical trading and settlement systems up and running?      
                                 __ Yes       __ No

    If no, please describe the problem and how it is significantly affecting your ability
 to do business.

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

Tuesday - End of Day - January 4

(Filing Requirement: 6:00 p.m. EST)

    1.      Are you experiencing any problems likely to negatively impact your customers
 or your business?                __ Yes       __ No

    If yes, please describe the problem and how it is significantly affecting your
 ability to do business.

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________
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 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

    2.      Did you experience any business disruptions with electronic links to
 customers, service bureaus,              __ Yes       __ No       __ N/A

            markets, clearance/settlement, banks, vendors, or foreign markets/locations?

    3.      Are you having any operational problems?                                     
                                 __ Yes       __ No

    4.      Are you having any financial problems?                                       
                                 __ Yes       __ No

    If you answered “yes” to questions 2-4, please describe the problem that is
 significantly affecting your ability to do business.

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________
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    5.      Did you receive all trades from all offices?                                 
                                 __ Yes       __ No       __ N/A

    6.      Did you receive all price feeds?                                             
                                 __ Yes       __ No       __ N/A

    If you answered “no” to questions 5 or 6, please describe the problem that is
 significantly affecting your ability to do business.

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

    7.      Are you aware of any reports of investor panic?                              
                                 __ Yes       __ No

    8.      Are you aware of foreign market activities that raise significant concern for
 the U.S. market?                __ Yes       __ No

    If you answered “yes” to questions 7 or 8, please explain.

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________
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 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

JANUARY 5, 2000 WEDNESDAY

Wednesday - January 5

(Filing Requirement: 8:00 a.m. EST)

    1.      Are you experiencing any problems likely to negatively impact your customers
 or your business?                __ Yes       __ No

    If yes, please describe the problem and how it is significantly affecting your
 ability to do business.

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

    

Mission Critical Systems
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    2.     Are all mission critical trading and settlement systems up and running?       
                                 __ Yes       __ No

    If no, please describe the problem and how it is significantly affecting your ability
 to do business.

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

    

Operations

    3.      Was settlement normal with all organizations that the firm dealt with (i.e.
 NSCC, DTC, Federal                __ Yes       __ No       __ N/A

            Reserve, clearing firms etc.)?

    4.      Did all transactions get processed yesterday?                                
                                 __ Yes       __ No       __ N/A

    5.      Are you receiving payments, e.g., margin calls, from customers in a timely
 manner?                            __ Yes       __ No       __ N/A
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    6.      Did all overnight processing systems work properly?                          
                                 __ Yes       __ No       __ N/A

    7.      Are all next day records and reports available?                              
                                 __ Yes       __ No

    8.      Have the marks on the firm's positions been properly recorded?               
                                 __ Yes       __ No       __ N/A

    9.      Did you receive all appropriate order confirmations from all your markets
 yesterday?                          __ Yes       __ No       __ N/A

    10.     Were all orders (proprietary and customer) executed in a timely manner?      
                                 __ Yes       __ No       __ N/A

    11.     Do the firm's books and records correctly reflect yesterday's trading
 activity?                               __ Yes       __ No       __ N/A

    12.     Does the firm have sufficient liquidity to meet its upcoming settlement
 obligations?                          __ Yes       __ No       __ N/A

    13.     Have you balanced through the previous business day?                         
                                 __ Yes       __ No       __ N/A

    If you responded “no” to any of the questions numbered 3-13, please describe the
 problem and how it is significantly affecting your ability to do

    business.

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________
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 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

    

Communications/interfaces

    14.     Are 

key internal office systems operating properly:

                  a.    Telephones                                                       
                                 __Yes        __No

                  b.    Fax machines                                                     
                                 __ Yes       __ No       __ N/A

                  c.    E-mail                                                           
                                 __Yes        __No        __ N/A

                  d.    Local Area Networks (LAN)                                        
                                 __Yes        __No        __ N/A

                  e.    Intranets                                                        
                                 __Yes        __No        __ N/A

                  f.    Other                                                            
                                 __Yes        __No

    15.     Are your 
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key external electronic links/interfaces operating for the following:

                  a.    Internet connections for receiving customer trades, data transfer
 and other Internet-based        __ Yes       __ No       __ N/A

                        transactions

                  b.    Correspondents\clearing firms                                    
                                 __Yes        __No        __ N/A

                  c.    All data and other third party vendor links                      
                                 __Yes        __No        __ N/A

                  d.    Contingency communications “command centers”                     
                                 __Yes        __No        __ N/A

                  e.    All markets (domestic and foreign market systems)                
                                 __Yes        __No        __ N/A

                  f.    All clearance and settlement organizations                       
                                 __Yes        __No        __ N/A

                  g.    All banks, fed wires, SWIFT and other money mobilization and
 transfer systems                     __Yes        __No        __ N/A

                  h.    All service bureaus used by your firm                            
                                 __Yes        __No        __ N/A

                  i.    Foreign locations and/or branches                                
                                 __Yes        __No        __ N/A

                  j.    Other                                                            
                                 __ Yes       __ No

    If you responded “no” to any part of questions 14 or 15, please describe the problem
 and how it is significantly affecting your ability to do

    business.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

550

http://researchhelp.cch.com/License_Agreement.htm


 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

    

Computer Systems

    16.     

Hardware:

    Are computers, mainframes, servers operating properly?                               
                                 __ Yes       __ No       __ N/A

    17.     

Software:

            Are the following systems operating properly?

                  a.    Order entry                                                      
                                 __ Yes       __ No       __ N/A
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                  b.    Trading systems                                                  
                                 __Yes        __No        __ N/A

                  c.    Risk management                                                  
                                 __Yes        __No        __ N/A

                  d.    Front office systems                                             
                                 __Yes        __No        __ N/A

                  e.    Back office systems                                              
                                 __Yes        __No        __ N/A

                  f.    Trade processing                                                 
                                 __Yes        __No        __ N/A

                  g.    Overnight batch processing (12/31/99 work)                       
                                 __Yes        __No        __ N/A

                  h.    All records and reports available (12/31/99 work)                
                                 __ Yes       __ No

    If you responded “no” to any part of questions 16 or 17, please describe the problem
 and how it is significantly affecting your ability to do

    business.

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________
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 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

Wednesday - End of Day - January 5

(Filing Requirement: 6:00 p.m. EST)

    1.      Are you experiencing any problems likely to negatively impact your customers
 or your business?                 __ Yes       __ No

    If yes, please describe the problem and how it is significantly affecting your
 ability to do business.

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

    2.      Did you experience any business disruptions with electronic links to
 customers, service bureaus,              __ Yes       __ No       __ N/A

            markets, clearance/settlement, banks, vendors, or foreign markets/locations?

    3.      Are you having any operational problems?                                     
                                 __ Yes       __ No
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    4.      Are you having any financial problems?                                       
                                 __ Yes       __ No

    If you answered “yes” to questions 2-4, please describe the problem that is
 significantly affecting your ability to do business.

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

    5.      Did you receive all trades from all offices?                                 
                                 __ Yes       __ No       __ N/A

    6.      Did you receive all price feeds?                                             
                                 __ Yes       __ No       __ N/A

    If you answered “no” to questions 5 or 6, please describe the problem that is
 significantly affecting your ability to do business.

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________
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 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

    7.      Are you aware of any reports of investor panic?                              
                                 __ Yes       __ No

    8.     Are you aware of foreign market activities that raise significant concern for
 the U.S. market?                 __ Yes       __ No

    If you answered “yes” to questions 7 or 8, please explain.

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

JANUARY 6, 2000 THURSDAY

Thursday - January 6

(Filing Requirement: 8:00 a.m. EST)

    1.      Are you experiencing any problems likely to negatively impact your customers
 or your business?                __ Yes       __ No

    If yes, please describe the problem and how it is significantly affecting your
 ability to do business.
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 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

    

Mission Critical Systems

    2.      Are all mission critical trading and settlement systems up and running?      
                                 __ Yes       __ No

    If no, please describe the problem and how it is significantly affecting your ability
 to do business.

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________
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 __________________________________________________________________________________________________________________________________________________________

    

Operations

    3.      Was settlement normal with all organizations that the firm dealt with (i.e.
 NSCC, DTC, Federal                __ Yes       __ No       __ N/A

            Reserve, clearing firms etc.)?

    4.      Did all transactions get processed yesterday?                                
                                 __ Yes       __ No       __ N/A

    5.      Are you receiving payments, e.g., margin calls, from customers in a timely
 manner?                            __ Yes       __ No       __ N/A

    6.      Did all overnight processing systems work properly?                          
                                 __ Yes       __ No       __ N/A

    7.      Are all next day records and reports available?                              
                                 __ Yes       __ No

    8.      Have the marks on the firm's positions been properly recorded?               
                                 __ Yes       __ No       __ N/A

    9.      Did you receive all appropriate order confirmations from all your markets
 yesterday?                          __ Yes       __ No       __ N/A

    10.     Were all orders (proprietary and customer) executed in a timely manner?      
                                 __ Yes       __ No       __ N/A

    11.     Do the firm's books and records correctly reflect yesterday's trading
 activity?                               __ Yes       __ No       __ N/A
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    12.     Does the firm have sufficient liquidity to meet its upcoming settlement
 obligations?                          __ Yes       __ No       __ N/A

    13.     Have you balanced through the previous business day?                         
                                 __ Yes       __ No       __ N/A

    If you responded “no” to any of the questions numbered 3-13, please describe the
 problem and how it is significantly affecting your ability to do

    business.

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

    

Communications/interfaces

    14.     Are 

key internal office systems operating properly:

                  a.    Telephones                                                       
                                 __Yes        __No
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                  b.    Fax machines                                                     
                                 __ Yes       __ No       __ N/A

                  c.    E-mail                                                           
                                 __Yes        __No        __ N/A

                  d.    Local Area Networks (LAN)                                        
                                 __Yes        __No        __ N/A

                  e.    Intranets                                                        
                                 __Yes        __No        __ N/A

                  f.    Other                                                            
                                 __Yes        __No

    15.     Are your 

key external electronic links/interfaces operating for the following:

                  a.    Internet connections for receiving customer trades, data transfer
 and other Internet-based        __ Yes       __ No       __ N/A

                        transactions

                  b.    Correspondents\clearing firms                                    
                                 __Yes        __No        __ N/A

                  c.    All data and other third party vendor links                      
                                 __Yes        __No        __ N/A

                  d.    Contingency communications “command centers”                     
                                 __Yes        __No        __ N/A

                  e.    All markets (domestic and foreign market systems)                
                                 __Yes        __No        __ N/A
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                  f.    All clearance and settlement organizations                       
                                 __Yes        __No        __ N/A

                  g.    All banks, fed wires, SWIFT and other money mobilization and
 transfer systems                     __Yes        __No        __ N/A

                  h.    All service bureaus used by your firm                            
                                 __Yes        __No        __ N/A

                  i.    Foreign locations and/or branches                                
                                 __Yes        __No        __ N/A

                  j.    Other                                                            
                                 __ Yes       __ No

    If you responded “no” to any part of questions 14 or 15, please describe the problem
 and how it is significantly affecting your ability to do

    business.

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________
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Computer Systems

    16.     

Hardware:

    Are computers, mainframes, servers operating properly?                               
                                 __ Yes       __ No       __ N/A

    17.     

Software:

            Are the following systems operating properly?

                  a.    Order entry                                                      
                                 __ Yes       __ No       __ N/A

                  b.    Trading systems                                                  
                                 __Yes        __No        __ N/A

                  c.    Risk management                                                  
                                 __Yes        __No        __ N/A

                  d.    Front office systems                                             
                                 __Yes        __No        __ N/A

                  e.    Back office systems                                              
                                 __Yes        __No        __ N/A

                  f.    Trade processing                                                 
                                 __Yes        __No        __ N/A

                  g.    Overnight batch processing (12/31/99 work)                       
                                 __Yes        __No        __ N/A
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                  h.    All records and reports available (12/31/99 work)                
                                 __ Yes       __ No

    If you responded “no” to any part of questions 16 or 17, please describe the problem
 and how it is significantly affecting your ability to do

    business.

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

Thursday - End of Day - January 6

(Filing Requirement: 6:00 p.m. EST)

    1.      Are you experiencing any problems likely to negatively impact your customers
 or your business?                __ Yes       __ No

    If yes, please describe the problem and how it is significantly affecting your
 ability to do business.

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________
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 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

    2.      Did you experience any business disruptions with electronic links to
 customers, service bureaus,              __ Yes       __ No       __ N/A

            markets, clearance/settlement, banks, vendors, or foreign markets/locations?

    3.      Are you having any operational problems?                                     
                                 __ Yes       __ No

    4.      Are you having any financial problems?                                       
                                 __ Yes       __ No

    If you answered “yes” to questions 2-4, please describe the problem that is
 significantly affecting your ability to do business.

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________
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    5.      Did you receive all trades from all offices?                                 
                                 __ Yes       __ No       __ N/A

    6.      Did you receive all price feeds?                                             
                                 __ Yes       __ No       __ N/A

    If you answered “no” to questions 5 or 6, please describe the problem that is
 significantly affecting your ability to do business.

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

    7.      Are you aware of any reports of investor panic?                              
                                 __ Yes       __ No

    8.      Are you aware of foreign market activities that raise significant concern for
 the U.S. market?                __ Yes       __ No

    If you answered “yes” to questions 7 or 8, please explain.

 
 __________________________________________________________________________________________________________________________________________________________
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 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

JANUARY 7, 2000 FRIDAY

Friday - January 7

(Filing Requirement: 8:00 a.m. EST)

    1.      Are you experiencing any problems likely to negatively impact your customers
 or your business?                __ Yes       __ No

    If yes, please describe the problem and how it is significantly affecting your
 ability to do business.

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________
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Mission Critical Systems

    2.      Are all mission critical trading and settlement systems up and running?      
                                 __ Yes       __ No

    If no, please describe the problem and how it is significantly affecting your ability
 to do business.

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

    

Operations

    3.      Was settlement normal with all organizations that the firm dealt with (i.e.
 NSCC, DTC, Federal                __ Yes       __ No       __ N/A

            Reserve, clearing firms etc.)?

    4.      Did all transactions get processed yesterday?                                
                                 __ Yes       __ No       __ N/A
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    5.      Are you receiving payments, e.g., margin calls, from customers in a timely
 manner?                            __ Yes       __ No       __ N/A

    6.      Did all overnight processing systems work properly?                          
                                 __ Yes       __ No       __ N/A

    7.      Are all next day records and reports available?                              
                                 __ Yes       __ No

    8.      Have the marks on the firm's positions been properly recorded?               
                                 __ Yes       __ No       __ N/A

    9.      Did you receive all appropriate order confirmations from all your markets
 yesterday?                          __ Yes       __ No       __ N/A

    10.     Were all orders (proprietary and customer) executed in a timely manner?      
                                 __ Yes       __ No       __ N/A

    11.     Do the firm's books and records correctly reflect yesterday's trading
 activity?                               __ Yes       __ No       __ N/A

    12.     Does the firm have sufficient liquidity to meet its upcoming settlement
 obligations?                          __ Yes       __ No       __ N/A

    13.     Have you balanced through the previous business day?                         
                                 __ Yes       __ No       __ N/A

    If you responded “no” to any of the questions numbered 3-13, please describe the
 problem and how it is significantly affecting your ability to do

    business.

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________
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 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

    

Communications/Interfaces

    14.     Are 

key internal office systems operating properly:

                  a.    Telephones                                                       
                                 __Yes        __No

                  b.    Fax machines                                                     
                                 __ Yes       __ No       __ N/A

                  c.    E-mail                                                           
                                 __Yes        __No        __ N/A

                  d.    Local Area Networks (LAN)                                        
                                 __Yes        __No        __ N/A

                  e.    Intranets                                                        
                                 __Yes        __No        __ N/A

                  f.    Other                                                            
                                 __Yes        __No

    15.     Are your 
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key external electronic links/interfaces operating for the following:

                  a.    Internet connections for receiving customer trades, data transfer
 and other Internet-based        __ Yes       __ No       __ N/A

                        transactions

                  b.    Correspondents\clearing firms                                    
                                 __Yes        __No        __ N/A

                  c.    All data and other third party vendor links                      
                                 __Yes        __No        __ N/A

                  d.    Contingency communications “command centers”                     
                                 __Yes        __No        __ N/A

                  e.    All markets (domestic and foreign market systems)                
                                 __Yes        __No        __ N/A

                  f.    All clearance and settlement organizations                       
                                 __Yes        __No        __ N/A

                  g.    All banks, fed wires, SWIFT and other money mobilization and
 transfer systems                     __Yes        __No        __ N/A

                  h.    All service bureaus used by your firm                            
                                 __Yes        __No        __ N/A

                  i.    Foreign locations and/or branches                                
                                 __Yes        __No        __ N/A

                  j.    Other                                                            
                                 __ Yes       __ No
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    If you responded “no” to any part of questions 14 or 15, please describe the problem
 and how it is significantly affecting your ability to do

    business.

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

    

Computer Systems

    16.     

Hardware:

    Are computers, mainframes, servers operating properly?                               
                                 __ Yes       __ No       __ N/A

    17.     

Software:
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            Are the following systems operating properly?

                  a.    Order entry                                                      
                                 __ Yes       __ No       __ N/A

                  b.    Trading systems                                                  
                                 __Yes        __No        __ N/A

                  c.    Risk management                                                  
                                 __Yes        __No        __ N/A

                  d.    Front office systems                                             
                                 __Yes        __No        __ N/A

                  e.    Back office systems                                              
                                 __Yes        __No        __ N/A

                  f.    Trade processing                                                 
                                 __Yes        __No        __ N/A

                  g.    Overnight batch processing (12/31/99 work)                       
                                 __Yes        __No        __ N/A

                  h.    All records and reports available (12/31/99 work)                
                                 __ Yes       __ No

    If you responded “no” to any part of questions 16 or 17, please describe the problem
 and how it is significantly affecting your ability to do

    business.

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________
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 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

Friday - End of Day - January 7

(Filing Requirement: 6:00 p.m. EST)

    1.      Are you experiencing any problems likely to negatively impact your customers
 or your business?                __ Yes       __ No

    If yes, please describe the problem and how it is significantly affecting your
 ability to do business.

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

    2.      Did you experience any business disruptions with electronic links to
 customers, service bureaus,              __ Yes       __ No       __ N/A

            markets, clearance/settlement, banks, vendors, or foreign markets/locations?
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    3.      Are you having any operational problems?                                     
                                 __ Yes       __ No

    4.      Are you having any financial problems?                                       
                                 __ Yes       __ No

    If you answered “yes” to questions 2-4, please describe the problem that is
 significantly affecting your ability to do business.

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

    5.      Did you receive all trades from all offices?                                 
                                 __ Yes       __ No       __ N/A

    6.      Did you receive all price feeds?                                             
                                 __ Yes       __ No       __ N/A

    If you answered “no” to questions 5 or 6, please describe the problem that is
 significantly affecting your ability to do business.

 
 __________________________________________________________________________________________________________________________________________________________
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 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

    7.      Are you aware of any reports of investor panic?                              
                                 __ Yes       __ No

    8.      Are you aware of foreign market activities that raise significant concern for
 the U.S. market?                __ Yes       __ No

    If you answered “yes” to questions 7 or 8, please explain.

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

 
 __________________________________________________________________________________________________________________________________________________________

Copyright 2019, NYSE Group, Inc. All rights reserved.
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NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 99-42

Click to open document in a browser

September 17, 1999

  

Member Firm Regulation

 TO: MEMBERS, AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF OPERATIONS AND COMPLIANCE OFFICERS, BRANCH MANAGERS

SUBJECT: RELEASE OF SEC/NYSE/NASDR JOINT STATEMENT ON BROKER-DEALER RISK
MANAGEMENT PRACTICES

The Securities and Exchange Commission, The New York Stock Exchange, and NASD Regulation, Inc.
recently issued a joint statement regarding broker-dealer risk management practices (see attached). The
report, which is the result of a task force comprised of the examination staffs from the three organizations, is
being provided to members and member organizations in order to emphasize the importance of maintaining
effective, appropriate risk management procedures and to share the task force's observations from special
examinations conducted in this regard.

Members and member organizations should review their our own organization's risk control procedures and
use the joint statement as a guide to strengthen them, where appropriate. If your organization does not have
formal written procedures for monitoring risk, you are strongly urged to develop such procedures tailored to
the organization's size, business mix, and other pertinent organizational characteristics. The Exchange would
like to remind members and member organizations that it views comprehensive risk management systems
as fundamental to ensuring sound business practices. Accordingly, Exchange examiners will be placing
increased emphasis on the effectiveness of these systems during the course of their field examinations.

If you have any questions on this memo, please contact your finance coordinator.

Salvatore Pallante

Senior Vice President

OFFICE OF COMPLIANCE INSPECTIONS AND EXAMINATIONS

Office of Compliance Inspections and Examinations Securities and Exchange Commission

New York Stock Exchange

NASD Regulation, Inc.

Broker-Dealer Risk Management Practices

Joint Statement

July 29, 1999

BACKGROUND

The examination staffs of the Securities and Exchange Commission (“SEC”), the New York Stock Exchange
(“NYSE”) and the NASD Regulation, Inc. (“NASDR”) convened a task force several years ago to assess risk
management practices at registered broker-dealers. The task force was formed in response to changes in
the industry and several instances where poor systems of internal controls resulted in substantial losses
at certain firms. Among the goals of the task force was to assess the industry's awareness of the need

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

576

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P99-42%2909013e2c855b3372?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


for stringent risk management supervisory systems, and compile a compendium of sound practices and
weaknesses noted during task force members' review of risk management systems.

Risk management is the identification, management, measurement and oversight of various business risks
and is part of a firm's internal control structure. These risks typically arise in such areas as proprietary trading,
credit, liquidity and new products. The elements of a comprehensive risk management system are highly
dependent on the nature of the broker-dealer's business and its structure. The task force also considered
important aspects of the control environment, such as senior management's involvement and oversight of the
process, the internal audit function and other elements of an internal control system.

The task force has concluded that senior management must play a significant role in the adoption and
maintenance of a comprehensive system of internal controls and risk management practices. This role should
include the recognition of risk management as an essential part of the business process, management's
willingness to fund the necessary elements of a risk management system, including personnel and
information technology costs, and recognition that risk management is a dynamic function that must be
modified and improved as a firm's business changes and improved processes and procedures become
available.

Members of the task force conducted on site inspections of mid-sized and large broker-dealers, and
held several meetings with industry groups to assess the adequacy of the industry's internal control and
risk management systems. These inspections focused on the risk management areas noted above. The
examinations revealed certain material weaknesses in the policies and practices employed by certain broker-
dealers to manage risk, some of which are listed below, followed by examples of sound practices also noted
during these reviews.

WEAKNESSES IN PRACTICES

Some firms failed to adequately monitor trading risk due to poor supervisory structures, the inconsistent
use of data, and employment of inappropriate risk measurement tools. For example, one inspection noted
a broker-dealer that had assigned the head of the fixed income trading desk to oversee all trading risk
management functions, including the risk monitoring of fixed income trading. Several broker-dealers were
found to have failed to monitor the consistency of information contained in the firm's trade processing,
financial reporting and risk management systems, resulting in the omission of certain accounts and, activity
from the risk monitoring function. Additionally, certain broker-dealers utilized risk measures, such as notional
values, that were not commensurate with the complexity of products traded.

The inspections also identified numerous weaknesses in the manner by which broker-dealers manage
credit risk. Numerous broker-dealers conducted trading with counterparties for whom no credit limit had
been established, and in some cases credit reviews of approved counterparties were not completed within
prescribed time frames. Further, many of these reviews were not adequately documented. Reports used
to monitor credit exposure were frequently inaccurate. For instance, many of the reports failed to capture
fully the entire population of trades within each category of trading activity and failed to aggregate total credit
exposures across all product lines on a system wide basis. Additionally, computerized system limitations
yielded credit reports identifying false violations of credit guidelines due to an inability to recognize collateral
or the failure to adjust credit lines. Other credit reports calculated exposure in a contradictory manner to what
was intended, such as by treating credit exposure from the overcollateralization of repurchase agreements as
reduction in risk.

The inspections also identified instances where broker-dealers maintained understaffed and inexperienced
internal audit departments. Also, many of these internal audit departments failed to include key revenue
producing and functional areas, such as trading risk management and credit risk management, in the internal
audit plans. Occasionally, internal audit failed to follow up on its findings, which contributed to the deficiencies
which were identified remaining unremedied.
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SOUND PRACTICES

Among the practices the staff observed as appropriate elements of a risk management system were the

following: 1 

The Inspections identified instances where a firm's Board of Directors adopted guidelines defining authorized
activities, the limits of these activities and the methodology for measuring the risks of these activities.
Frequently, the firm's senior management had substantial experience in the firm's major business areas and,
accordingly, was cognizant of risks inherent in specific business lines. Also, at certain firms, the risk profile
of a product or venture was considered in senior management's allocation of capital and measurement of
performance.

At several firms, traders and trading personnel were expected to play an active role in risk management.
Many firms employed an independent (i.e., from revenue production) risk manager who was appropriately
experienced and reported to a sufficiently high level of authority (e.g., Board of Directors, or Chief Executive
Officer) that his challenges to a trader's pricing of a position were taken seriously and were implemented
without requiring the concurrence of the revenue side of the business.

The inspections identified several instances where pricing, P&L and adherence to position limits were
monitored by an independent (i.e., from revenue production) and appropriately experienced group, such
as product controllers. On a daily basis, this group compared each trading desk's P&L to possible earnings
volatility at certain confidence levels (i.e., value or earnings at risk measurements), in order to assess the
reasonableness of the firm's trading results.

At many firms where data flowing into risk measurement systems was consistent with trade and financial
information, the firm would periodically reconcile the categories of data input into the various informational
systems. At some firms, daily reconciliations would be performed at each point of systems interface to ensure
data integrity.

Many firms maintained an independent (i.e. from revenue production) and centralized credit department
which administered the establishment and documentation of credit lines and monitored the usage of these
lines. Many firms have adopted a system of internal credit rating of counterparties. These ratings are updated
as needed but no less often than annually. Some firms' credit monitoring systems have integrated the
monitoring of credit risk over all products and operations of the firm and consider future potential exposure in
monitoring credit utilization.

The inspections identified several firms with internal audit groups performing an annual risk assessment
and ascribing various levels of risk, and a related audit cycle, to all segments of the firms' operations. At one
firm, internal audit maintained an automated tracking system that tracked audit findings and the resolution of
these findings. Audit findings that were not resolved within established time frames were reported to senior
management In those areas where audit findings were of significance, internal audit verified that policy
and procedural changes had been implemented. Another internal audit group performed special reviews in
reaction to news events or reported developments in the industry (cause audits).

CONCLUSION

With the increased volume of transactions, new financial products, global marketplaces and expanding use
of the Internet, the nature of the securities business is constantly changing and becoming more complex. As
a result a dynamic risk management function must play an essential role in assuring investor protection and
the integrity of a firm's financial condition. The task force found that broker-dealers need to devote adequate
time and resources to assess risk management procedures and controls. and modify such systems to reflect
today's market conditions. The extent and cost of the system needed should be determined by the size of the
firm and the nature of its business activities.
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Over the years, we have seen increased recognition in the broker-dealer community of the importance of the
risk management function, and the need for continued adjustments to that function to address market and
regulatory changes. Most recently, the Counterparty Risk Management Policy Group joined the list of industry
and regulatory groups that have evaluated risk management practices and recommended actions. All of these
initiatives contribute to the potential development of improved risk management systems.

As regulators, we want to reemphasize to management throughout the broker-dealer community the
importance of maintaining an appropriate risk management system geared to a firm's business activities. In
recognition of the increased importance of this function, examination staffs of the SEC, NYSE and NASDR
will increase their emphasis on the review of risk management controls during regulatory examinations.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  The items discussed here are not Intended to be an exhaustive list but, rather, to serve as an example of
some of the appropriate risk management practices that were Identified during the inspection process.
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Member Firm Regulation

 TO: MEMBERS, AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, OPERATIONS OFFICER, INTERNAL
AUDIT/COMPLIANCE DEPARTMENTS, LEGAL DEPARTMENTS

SUBJECT: REVISED - {L-End} INFORMATION MEMO 99-32

The original Information Memo inadvertently omitted Non-Sales Practice Problem Code #99 -
“Miscellaneous”.

Attachment

INFORMATION MEMO

Member Firm Regulation

Number 99-32

June 23, 1999

TO: MEMBERS, MEMBER ORGANIZATIONS

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, OPERATIONS OFFICER, INTERNAL
AUDIT/COMPLIANCE DEPARTMENTS, LEGAL DEPARTMENTS

SUBJECT: {L-End} Rule 351(d) - Customer Complaint Statistics Reporting

Effective with the filing of fourth quarter 1999 customer complaint statistics under {L-End} Rule 351(d) (due
January 15, 2000), three significant changes are being made to the customer complaint reporting procedures.

The changes are as follows:

1 The product and problem codes for reporting 351(d) complaints have been expanded. The wording has
been revised and the following categories have been added:

With regard to the Product Codes, seven new categories have been added as follows: Managed/Wrap
Accounts; Annuities; Warrants/Rights; REITS; Employee/Employer Stock Option Plans; Equity-Foreign; Debt-
Foreign.

With regard to the Problem Codes, one new category, On-Line Trading, has been added to the Non-Sales
Practice Problem Codes. Four new categories have been added to the Sales Practice Problem Codes:
Disclosure of Fees, Poor Performance; Managed Accounts and Marketing/Sales Literature.

The new categories are effective with all filings after October 1, 1999. (Copies of the Product and Problem
codes are attached.)

2. Additionally, commencing with all filings after October 1, 1999 customer complaint statistics (due January
15, 2000), all firms must file {L-End} Rule 351(d) complaint statistics electronically. The Exchange will no
longer accept paper filings. Accordingly, all complaint statistics must be filed electronically utilizing our PC
platform. Consequently, firms which are currently on paper filing are required to make arrangements
for PC/electronic transmissions and should contact Richard Cucco at the SIAC PC Service Center
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at (212) 383-9603, prior to October 1, 1999, who will assist member organizations In establishing the
necessary electronic filing platform.

3. Also commencing October 1, 1999, the NYSE will no longer accept “individual amendment records” for
reports filed under {L-End} Rule 351(d). To amend records for a specific quarter, the entire quarterly report
must be deleted and the amended quarterly report submitted in its entirety. In order to request approval to
submit an amended report, firms must send a letter to Evelyn Kriegel, Manager, Investor Complaints and
Inquiries, New York Stock Exchange, Inc. 20 Broad Street, 22nd Floor, New York, NY 10005. The Exchange
will then contact those firms requesting amendments and advise when they can transmit those amended
statistics.

Any questions relating to the electronic transmission of either customer complaint reports or amended report
filings should be directed to Ms. Toni Giordano at (212) 656-2096. Questions concerning this memorandum
may be directed to Ms. Evelyn Kriegel at (212) 656-6444.

Salvatore Pallante

Senior Vice President

Attachments

PRODUCT CODES (Effective 10/01/99)

00. Miscellaneous

01. Equity - Listed (Com. & Pfd. Stock; closed-end funds)

02. Debt - Corporate (not Asset Backed, includes conv. Corp. Zeros)

03. Debt - U.S. Govt./U.S. Gov't. Agency/U. S. Gov't. Zeros & U.S. Zero Receipts, e.g., TIGR, CATS

04. Commodities/Futures (Except Commodity Options and Financial Futures)

05. Commodity Options

06. Options (Except Index)

07. Index Options

08. Insurance (Not Annuities)

09. Mutual Funds (Open-end, include Money Funds)

10. CD, Money Mkts. (Cpn. & Zero Cds, Commercial Paper, Banker Accept., not Money funds)

11. Unit Investment Trusts (Corp., Gov't. & muni, Defined Asset Funds)

12. Direct Investments (Limited Partnerships, etc.)

13. Financial Futures

14. Equity - OTC (Cmn. & Pfd, New Issue)

15. Debt - Municipal (Bonds, Notes, Zeros, not MlTs)

16. Debt - Asset Backed (CMOs, Credit Card, Rec'v. etc.)

17. Managed/Wrap Accounts - (In-house Money Manager)

18. No Product

19. Managed/Wrap Accounts - (Outside Money Manager)

20. Annuities

21. Warrants/Rights

22. REITS
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23. Employee/Employer Stock Option Plans (Not listed options)

24. Equity-Foreign

25. Debt-Foreign

Effective date 10/01/99

SALES PRACTICE PROBLEM CODES/DEFINITIONS

00. Miscellaneous - “Sales Practice” only. (“Non-Sales Practice” Miscellaneous Code is “99”.)

01. Misrepresentation - Where the customer complaint alleges a misstatement or omission of a material
fact.

02. Unauthorized Trading - Allegations that the transaction was done without customer's specific knowledge
and approval. (Not margin liquidation or dividend reinvestment type problem.)

03. Excessive Trading - Allegations that the trading was excessive given the size, frequency and character
of the account and/or which trading was done solely to generate commissions or other compensation with
disregard of the customers' investment objectives.

04. Suitability - Where the customer alleges that a transaction was unsuitable for his or her investment
knowledge, experience, objectives, risk tolerance and/or financial situation at the time of the transaction.

05. Failure to Follow Instructions - Includes allegations involving the RR's failure to follow specific
instructions from customers, proper power of attorney holders and from authorized parties of corporate or
other entity accounts.

06. Documentation - Includes allegations regarding material inaccuracies or omissions in documents
completed by RR or, failure of RR to obtain or provide required documents.

07. Solicitation - Allegations of improper solicitation of an account and/or transactions (includes cold calling
of prospective customers).

08. Misappropriation/Forgery - Allegations of theft or misappropriation of funds/securities, or forgery. (Not
dividend reinvestment, customer checking/debit card activity or routine transfer instruction problems.)

09. Communications with Public - Allegations of false or misleading statements, claims, comparisons or
material omissions found in advertisements, sales literature, and other written firm communications, including
correspondence from RR to customer or prospect. (Not research/trading/investment banking/issuer/sponsor
materials.)

10. Disclosure of Fees - Where the customer alleges that he or she was not advised or advised incorrectly
by the RR relative to back-end fees associated with the product. (includes Contingent Deferred Sales
Charges (CDSC), surrender penalties, but not commissions or managed account fees).

20. Research - Allegations that transaction was based on a firm's Research opinion which allegedly
contained a material misstatement or the omission of material fact communicated to RR/customer. (Usually
coded as a “Firm v. RR” problem.)

21. Product Origination/investment Banking - Allegations that transaction was based on Investment
Banking/Issuers/Sponsor disclosure, which allegedly lacked “due diligence” in that such disclosure contained
a material misstatement or omission of a material fact communicated to the RR/customer. (Usually coded as
a “Firm v. RR” problem.)

22. Trading - Allegations that transaction was based on a Trading Department (or a support staff disclosure)
which contained a material misstatement or omission of a material fact relating to a secondary market
condition or security feature communicated to the RR/customer. (Usually coded “Firm v. RR” problem.)

23. Poor Performance - Allegations where a customer complains about the poor performance of his/her
account, but does not allege any sales practice violations against the registered representative or attribute
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damages to a research analyst recommendation. (Not otherwise reportable under Sales Practice Codes 20,
21 or 22.)

24. Managed Accounts - Allegations where a customer complains about the practices of (in-house or
outside) Money Managers. (Not to be used when the RR is the Money Manager.)

25. Marketing/Sales Literature - Allegations of false or misleading statements, claims, comparisons or
material omissions found in advertisements, sales literature, and other written firm communications. (Not
research trading/investment banking/issuer/sponsor materials.)

Effective date 10/01/99

PROBLEM CODES - NON-SALES PRACTICE CATEGORIES

50. Transfer of Accounts - Allegations concerning full or partial transfer of client accounts. Includes ACATS,
manual transfers and internal transfers between branches.

51. Receipt and/or Delivery of Securities - Allegations concerning receipt of delivery of any type of security
from broker dealer to a client or vice versa. Includes lost certificates, delayed securities transfers, non-
transferable securities, or securities not in transfer because of a fail.

52. Receipt and/or Disbursement of Funds - Allegations concerning funds received from and/or disbursed to
clients. Includes checks generated automatically such as monthly dividend checks, IRA distributions, etc.

53. Dividend & Interest Problems - Allegations concerning payments or charges of dividends and/or interest,
including stock dividends. Does not include disbursement of automatic monthly dividend checks and/or
margin interest discrepancies.

54. Margin Problems - Allegations concerning margin including account liquidations, margin call notifications
and margin interest discrepancies.

55. Reorganization/Redemption - Allegations concerning stock splits, tenders, mergers, bond/unit trust
redemption, and called bonds.

56. Proxy/Prospectus - Allegations concerning the delay or non-receipt of a proxy, prospectus or shareholder
mailing by a client.

57. Execution - Allegations concerning non-execution, price discrepancy or delay in execution.

58. Statements/Confirms - Allegations concerning physical characteristics and presentation of statements/
confirms, failure to receive statements/confirms and questions regarding the reported price, value of or failure
to value, a security.

59. T ax Reporting - Allegations concerning tax reporting on behalf of or to clients. Includes 1099, TEFRA
withholding K-1, W2-P, 5498 and Year-To-Date information appearing on monthly statements as well as any
other tax-reporting forms.

60. Fees and Commission - Allegations concerning customary fees (custodial, administrative) service charges
(bounced checks, lost certificate replacement, etc.), commission/mark-ups (downs) and wrap fees.

61. Account Administration and Processing - Allegations concerning daily activity in client accounts (e.g.,
trade correction, journal entries, uninvested credit balances and erroneous or missing positions in account).

62. On-Line Trading - Allegations concerning trading initiated by a client on-line, (including non-execution,
price discrepancy, delays in execution and delays in trade confirmation). Effective date 10/01/99

99. Miscellaneous

Copyright 2019, NYSE Group, Inc. All rights reserved.
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August 18, 1999

  

Member Firm Regulation

 TO: MEMBERS, AND MEMBER ORGANIZATIONS

ATTENTION: RESEARCH DIRECTORS, COMPLIANCE OFFICERS, TRAINING DIRECTORS

SUBJECT: SUBMISSION OF PRIOR EXPERIENCE REQUIREMENT MATERIALS FOR SUPERVISORY
ANALYST EXAMINATION (SERIES 16) CANDIDATES

{L-End} NYSE Rule 344 sets the standard that must be met by candidates for Supervisory Analyst

designation at member organizations 1  . Specifically, the rule requires that Supervisory Analyst candidates
provide evidence of three years “appropriate experience” in order to take the Supervisory Analyst
Examination.

{L-End} NYSE Information Memo Number 97-15 has specified that submission documentation relating to
qualifying experience by submitted to the Exchange's Qualifications and Registrations Department (“Q & R”)
in the form of a letter bearing the member organization's letterhead and signed by the Supervisory Analyst
candidate's supervisor.

Effective immediately, the candidate's letter shall be submitted to Q & R by the member organization's
Registration or Compliance Department and signed by the department's manager or by a person designated
by such manager. Letter from the candidate's supervisor will no longer be accepted. This change will make
the Supervisory Analyst application process consistent with existing Q & R policies for handling of other
registration-related requests.

Please refer to {L-End} NYSE Information Memo Number 99-3 and/or the NYSE INTERPRETATION
HANDBOOK (p. 3440) for current standards applicable to acceptable prior experience. Questions concerning
application procedures for the Series 16 Qualification Examination may be directed to Juan Vazquez at
212-656-4814.

Salvatore Pallante

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Pursuant to {L-End} NYSE Rule 472 (Communications With The Public) research reports issued by a
member organization must be prepared or approved, in advance, by a supervisory analyst.
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Member Firm Regulation

 TO: MEMBERS, MEMBER ORGANIZATIONS

ATTENTION: SPECIALISTS, CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, COMPLIANCE,
LEGAL, REGISTRATION AND TRAINING DEPARTMENTS

SUBJECT: NEW QUALIFICATION EXAMINATION FOR THE FRONT LINE SPECIALIST CLERK (SERIES
21)

The Securities and Exchange Commission (“SEC”) has approved a new interpretation to {L-End} NYSE Rule
35 (“Floor Employees To Be Registered”) instituting training and qualification requirements for NYSE Front

Line Specialist Clerks (“FLSCs”) 1  . (See Exhibit A)

Background

In January 1999, the Exchange implemented training and examination requirements for Floor employees of
members and member organizations who function as Trading Assistants i.e., Post Clerks and Booth Clerks.
Such requirements include completing three months of training and passing the Series 25 examination. The
new amendments to interpretation of {L-End} Rule 35 implement additional requirements for Floor employees
who function as Front Line Specialist Clerks.

Amendments to {L-End} Rule 35 Interpretation

The amendments require Trading Assistants who function as FLSCs to pass newly developed Front Line
Specialist Clerk Qualification Examination (Series 21). The examination, which will be implemented on
November 3, 1999 (90 days after approval of the exam by the SEC), will ensure that FLSCs have the basic
knowledge necessary to perform their duties. In order to apply for the Series 21 Examination, a candidate

must be qualified as a Trading Assistant (Series 25) 2  .

A Front Line Specialist Clerk candidate (i.e., an individual who applies to become registered pursuant to
{L-End} Rule 35 after November 3, 1999) must complete a training period consisting of a minimum of six
months on-the-job training under the direction and supervision of the Specialist. Upon completion of the
training period, candidates must pass the Series 21 examination before being permitted to function as a Front
Line Specialist Clerk. All individuals currently functioning as FLSCs must pass the Series 21 examination
within one year of November 3, 1999. There is no additional training required for existing FLS Clerks;
however, those who fail the Series 21 twice will be required to complete training provided by the Specialist
prior to retaking the exam a third time.

Series 21 Examination

The Series 21 examination is a ninety-minute test consisting of 65 questions developed in conjunction
with a committee of Floor employees including Specialists and FLSCs. The examination fee is $200 per
administration.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

586

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P99-39%2909013e2c855b336c?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE35/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE35/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE35/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE35/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE35/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


Series 21 applications and content outlines are available at the Member Firm Regulation reception area at 20
Broad Street, 22nd floor. Candidates will be notified by the Exchange of administration dates, location, and
time after they submit a completed application.

Questions regarding this memorandum may be directed to Mark Price at 212-656-5322 or Kathy Fitzgerald
at 212-656-6854. Requests for additional copies of the Series 21 Content Outline may be directed to Linda
Williams at 212-656-2578.

Salvatore Pallante

Senior Vice President

Att.

EXHIBIT A

ADDITIONS ARE DOUBLE-UNDERLINED

{L-End} Rule 35 FLOOR EMPLOYEES TO BE REGISTERED

/01 Training and Examination Requirements

Unless otherwise determined by the Exchange, Floor employees of members or member organizations who
function as Trading Assistants shall pass the Trading Assistant Qualification Examination (“Series 25”).

New Trading Assistant candidates must complete three months of training, including on-the-job and
classroom training, as prescribed by the Exchange, prior to taking the Series 25 Examination. During the
three months training period, the Trading Assistant candidate may perform the functions and duties of a
Trading Assistant provided that the candidate is properly supervised. However, a new Trading Assistant
candidate must complete required training and pass the Series 25 Examination before functioning as an
“unsupervised” Trading Assistant (i.e., functioning without the specialized supervision required during the
training period).

Unless otherwise determined by the Exchange, Floor employees of members or member organizations who
function as Front Line Specialist Clerks shall pass the Front Line Specialist Clerk Qualification Examination
(“Series 21”).

The Series 25 Examination shall be a prerequisite for the Series 21 Examination. Front Line Specialist Clerk
candidates must, upon passing the Series 25 Examination, complete a training program to become eligible
for the Series 21 Examination. The training program shall consist of a minimum six months “on-the-job”
experience with a Specialist under a supervisory program to be determined by the Specialist. All candidates
must pass the Series 21 before functioning as an “unsupervised” Front Line Specialist Clerk, i.e., functioning
without the specialized supervision required during the training period.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See SEC approval orders for SR-NYSE-99-19 and SR-NYSE-99-20, Release Nos. 34-41626, dated July
20, 1999 and 34-41701, dated August 3, 1999, respectively.

2  For further information on the Trading Assistant Examination (Series 25), please refer to {L-End} NYSE
Information Memo No 99-5.
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July 30, 1999

  

Technology

 TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: FRONT END SYSTEMIC CAPTURE

Introduction

Background

The Exchange is introducing a new program called “Front End Systemic Capture” (FESC). This program
supports a pending change to {L-End} Rule 123 which enhances regulatory surveillance by requiring systemic
capture of all orders prior to representation or execution at the point-of-sale. The Board of Directors of the
Exchange approved the proposed rule change at its meeting on June 4, 1998.

An added benefit of this program is its compatibility with the Straight Through Processing model of entering
an order into a system once, ideally at Its origination point or “front end”, and then processing that order
electronically from that point through to its execution, comparison and ultimately to settlement.

Intended Audience

This bulletin is intended primarily for member firm technology and operations officers, floor members, heads
of equity trading desks, and regulatory and compliance officers.

Purpose

The purpose of this bulletin is:

•To communicate the Exchange's plans to allow firms time to plan for and make the necessary changes to
their systems to comply with {L-End} Rule 123, which is currently targeted for a rule-effective date during the
second half of 2000.

•To describe the changes the Exchange will be making to its order management systems on the Floor (i.e.,
Broker Booth Support System, BBSS) to facilitate compliance with the rule, and

•To brief member firms on other medium to long-term system plans under the FESC program

Nature of bulletin

This bulletin is not designed to be a detailed technical specification. The reader should view this material as
a preview of the direction the Exchange is taking to assist in your planning. Detailed specifications will be
published for actual system development and connectivity requirements in the coming months.

The information contained within this document is believed to be an accurate view of our future direction with
respect to this specific program, however, the details and schedules contained herein are Subject to change.
Each firm should contact the Exchange prior to implementing any system changes in response to this bulletin
to verify they have the latest specifications and schedules.

Goals
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There are three primary goals of the FESC program:

•Enhance regulatory surveillance through automated tracking of orders on the floor,

•Drive order processing efficiencies associated with a Straight Through Processing model, and

•Provide new customer services by leveraging the latest technologies.

Program components

The FESC program has four key components:

•Modifications to {L-End} Rule 123,

•New System Architecture,

•Expanded use of industry standard protocols and formats, and

•Various system enhancements to be phased in over several years.

Each of these components will be discussed briefly in the following sections.

Modifications to {L-End} Rule 123

Introduction

The following is a summary of the rule change filing and a discussion of the Exchange's system responses
to this rule change and those areas that may require changes to a member firm's proprietary systems. In
the case where a member firm utilizes systems provided by a third party, it will be necessary for the firm to
forward any relevant details from this memorandum to the third party for implementation.

Rule summary

File number SR-NYSE-98-25, including the modified text of {L-End} Rule 123, will be made available after it
is published in the Federal Register. In general, the new provisions to {L-End} Rule 123 require the details

of an order, including any modifications or cancellations to that order, 1   be entered into a system which
electronically timestamps the time of entry on the Floor of the order details prior to representing or executing
that order at the point-of-sale on the Floor. Member firms can comply with the rule in one of two ways:

1. Required order details can be transmitted electronically to a system on the Floor which electronically time-
stamps the time the order was received on the Floor, or

2. Order details can be phoned to the Floor and then entered into a system which electronically timestamps
the time of entry on the Floor.

The device that is used to receive the order electronically on the Floor or to enter the order on the Floor, can
either be an Exchange provided system (e.g., BBSS), or a member's own proprietary system. If a proprietary
system is used, a copy of the order details (referred to as a “drop copy”) with the system produced time-
stamp of the time the order details were recorded on the Floor, must be transmitted from the member's
proprietary system to an Exchange database, which has been designated the “Front End Systemic Capture”
or “FESC” database.

Rule change filing status

The NYSE has filed a proposed rule change SR-NYSE-98-25 with the Securities and Exchange Commission
SEC) modifying {L-End} Rule 123 - Record of Orders. The rule change is pending publication in the Federal
Register and action by the SEC.

Mandatory order details

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

589

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE123/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE123/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE123/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE123/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE123/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


The revision to {L-End} Rule 123 specifies the following order details that must be recorded:

•Symbol,

•Clearing member organization,

•Unique order identifier,

•Member or member organization recording the order details on the Floor,

•Quantity of security or number of shares,

•Side of market,

•Market, limit, stop or stop limit designation,

•Limit price and/or stop price,

•Time in force,

•Held or not held designation,

•Special conditions (e.g., {L-End} Rule 10b-18 and “G”), and

•System generated time-stamp of the recording of the order details on the Floor. This time is being referred to
as the Floor Available Time.

Optional order details

Additional optional order details will be supported by the database, for example:

•Special instructions (e.g., go along, beat the VWAP, % of volume),

•Account type (if known),

•Account number, and

•A timestamp indicating the time the member's system transmits the drop copy to the Exchange's FESC
database. This time is referred to as Firm Send Time.

NYSE System Enhancements

Introduction

There are a number of enhancements being developed for the Exchange's BBSS order management system
to address {L-End} Rule 123 as well as other user requests for new and improved functionality. In addition the
Exchange will be introducing a new system architecture that will initially provide support for {L-End} Rule 123
and over time evolve to take on additional functionality.

BBSS Quick Order Entry

New order entry screen templates are being designed for BBSS. These new templates will reduce the
number of steps required to enter the required details of an order. The new order entry template will be a
free-floating window, easily accessible at all times. Other features such as cross and facilitation buttons
will be provided to allow easy entry of multi-part and repetitive orders. User programmable buttons will be
incorporated to store commonly used entries. An electronic scratch pad is being designed to allow entry and
temporary storage of partially entered orders where full details are pending the customer's final instructions.
These features will be implemented during the first quarter of 2000.

New System Architecture

The new system architecture that will be introduced by the Exchange will provide the foundation for further
enhancing operational efficiencies and providing new customer services. The Exchange is deploying
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best industry practices in the design of this system. As is our practice with major Exchange technical
implementations, the Exchange and SIAC have actively sought the guidance of several industry leading
consultants to review architectural plans and to contribute independent recommendations of best approaches.

Member Firm Order Drop Copy Interface

Proprietary systems

To comply with the proposed rule change, any member firm that uses a proprietary system is required to
transmit copies of all order details, that are required to be entered and time-stamped on the Floor, to the
Exchange's FESC database as soon as is practicable after entry, but no later than 60 seconds after the
recording of the order details in the system on the Floor. The 60 seconds is intended to provide flexibility in
implementation and is not intended to be incorporated into a member's system as a programmed delay.

The member's system used to send the drop copy to the Exchange's FESC database should include the Firm
Send Time along with the Floor Available Time to validate that the order has been sent to the Exchange's
FESC database within the prescribed 60 seconds.

Network interface and message format

The Exchange will provide an IP network interface for firms to connect to for such transmissions. Member
firms will be able to submit the order details to the Exchange's FESC database in either CMS (FCS) or FIX
format. Such order details sent to the Exchange's FESC database as “drop copies” will not be processed as
regular orders. These order details will be stored and used by surveillance to monitor compliance with the
rule. [Note - the CMS system will not be used to process “drop copies” of orders from member's proprietary
systems.]

Time-stamps and synchronization

Proprietary systems

Order details that are entered into a member's proprietary system on the Floor must be electronically time-
stamped by the system with the time they are entered on the Floor.

A member's system that records order details in a system off-the-Floor must also electronically record a time-
stamp indicating when that order is received by the member's proprietary device on the Floor.

The Exchange will time-stamp the order details as they are received by the Exchange's FESC database, to
verify that the drop copies were received within the specified 60 seconds from the time the order details were
entered into a system on the Floor, or if delivered systemically, from the time the order was received by the
device on the Floor.

NYSE systems

All orders that are entered on the Floor into an Exchange provided system or routed to the Floor via an
Exchange order processing system will be appropriately time-stamped by that system and a copy will also be
sent to the Exchange's FESC database automatically.

Format

All time-stamps must be recorded in Coordinated Universal Time (UTC) format. All time-stamps must include
hours, minutes and seconds in 24-hour format and must have a granularity of one second.

Synchronization
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The member's proprietary systems used to record the details of the orders to comply with the proposed
rule must be synchronized to a commonly used time standard, in the country of origin, such as the National
Institute of Science and Technology (NIST) or the United States Naval Observatory (USNO). The member
must ensure that their systems remain synchronized to this reference within a reasonable accuracy. Any
system clock discrepancies must be reported to the Exchange immediately so as not to trigger any false non-
compliance reports.

System failures

Exception to rule for system failure

In the event of a system failure that impacts the ability to record order details on the Floor through a system
which electronically time-stamps the order on the Floor, a broker may be allowed to represent and trade any
orders received during the system failure without first recording the order details into a system. Upon system
recovery, all orders received during the failure must be entered into a system as soon as is practicable.

As Of Indicator

An “As Of” indicator flag must be included on all orders entered into a system late due to a system failure.

“Write In” Time

An additional field will also be provided in the Exchange's FESC database to accommodate a “Write In” time.
This is an optional field that may be used in the case of a system failure or otherwise, to indicate the actual
time an order was received on the Floor, if prior to the time that the order is actually recorded in the system.
This field allows members to synchronize their electronic order records with time-stamped paper tickets when
used in situations such as system failures.

Note that an “As Of’ indicator flag must always be set when order details are being recorded late due to a
system failure, regardless of whether a “Write In” time is entered.

Example

The following example illustrates the use of a “As Of” indicator flag and the “Write In” time:

•An order is phoned to the Floor at 10:00 a.m. The Floor system is unavailable. The clerk creates a paper
order ticket, timestamps it and gives it to a broker for handling. The order is executed at 10:15 a.m.. The
system becomes available at 10:30 a.m.. The clerk must then enter the order into the system. The system
electronically records 10:30 a.m. as the Floor Available Time. The clerk marks the order details with an “As
Of” indicator flag and may also include a “Write In” time of 10:00 a.m.. The system then creates a “drop copy”
of that order including the system produced Floor Available Time, the “As Of” indicator and the “Write In” time
and transmits it to the Exchange's FESC database within 60 seconds.

Notification to NYSE

In the event of a member's proprietary or third party system failure, member firms must notify the Exchange
by the end of the following day and provide documentation of the system problem that necessitated the use of
an “As Of” indicator flag.

For users of NYSE systems, NYSE Surveillance will be notified of any NYSE system failure that impacts a
user's ability to record and electronically time-stamp order details on the Floor.

Order Entry versus Audit Trail

Order entry rule
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The Exchange's proposed change to {L-End} Rule 123 mandates system entry of specified order details
prior to representation or execution at the point of sale. his new requirement will supplement the Exchange's
existing audit trail system, which is based on {L-End} Rule 132.

Audit trail elements

Many elements of a transaction, such as executing broker, account type, and contra broker, are not known
at the time of order entry and therefore are not required to be recorded at the time of order entry under the
proposed changes to {L-End} Rule 123. These details continue to be required in the audit trail submission
after the trade.

Specifications

Interface specifications

In the July/August 1999 timeframe, the NYSE, in conjunction with SIAC, will release a technical specification,
titled “Member Firm Interface Specification”. This document will provide the specific details regarding
communication interfaces, protocols, message formats, session protocols, security options,. network
addressing, etc. that each firm will need to know in order to connect to the NYSE's network and for the
submission of order drop copies to the NYSE FESC database.

Future Direction

Future Components

Over the next several years, the Exchange plans to further develop this new database and its interfaces for
the benefit of members. These future plans include the following:

•Common Access Point Network,

•FIX Protocol Utility,

•Online Research,

•Reports / Comparison / Trade Match, and

•Straight Through Processing.

Each of these initiatives will be introduced in phases during the development and implementation of this
program. Target dates for these initiatives have not yet been defined.

Common Access Point Network

The Exchange, along with SIAC, has prepared a strategic communication plan to address the external
communications links with its member firms. As part of this plan, the Exchange will be introducing the
Common Access Point (CAP). CAP addresses the industry's shift from a traditional point-to-point environment
to an IP based network environment. CAP provides cost benefits through line consolidation as well
as increased bandwidth, open standards based, flexible, scalable, and secure connections to multiple
destinations supporting multiple applications through various connection types, including individual circuits,
service bureaus and network service providers.

FIX Utility

The Exchange is planning to introduce support for the FIX protocol. Initially, support will be provided for order
entry and execution report transmissions. In the future, support will be provided for transmission of other
messages, such as news, indications of interest and allocations as well as other FIX messages and future
releases of the FIX protocol.
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Two specific initiatives planned for the next 12 months are 1) the introduction of a pilot system providing FIX
protocol support into CMS for order and execution report transmissions, and 2) providing support for the
transmission of {L-End} Rule 123 order drop copies via the FIX protocol into the FESC database.

The Exchange also plans to support over time other industry standard protocols that are widely accepted and
utilized by the financial industry.

Online Research

In the future, members will be able to query the database online for status and summary information
regarding their own orders, reports and activities related to the handling of their orders (e.g., who, what,
where and when) in real time or historically. This data will be accessible from both on the Floor and off the
Floor via standard browser based technology. This service will be provided through the Common Access
Point network previously mentioned.

The information on an order will be maintained until all executions against the order have been settled, or
the order has been cancelled, plus an additional 24 hours. This means that a firm will be able to inquire
about the status of an order and learn not only what quantity has been executed plus the “leaves” amount,
but also whether executed portions have been compared and settled or whether they are still pending'. This
can augment a firm's own risk management tools especially in a T+1 environment. A separate database will
provide historical information, currently planned for up to 30 days, for online retrieval, ultimately replacing the
need for reports such as the DOT Merge Log.

Additional information will be recorded, in NYSE systems, with each action against an order, like the time of
the action and who posted the action. This service would also link in other information sources (e.g., Market
Data) to provide the user a consolidated response for complex queries such as - “show me all my open
orders in IBM, the last sale and the current market quote”.

Reports, Comparison and Trade Match

Although the proposed rule change only requires the submission of order details by the firms, the database
will be built to store execution reports as well. Therefore all execution reports entered via NYSE systems will
also be recorded in the Exchange's FESC database. Member firms that use their own proprietary systems
to enter execution reports, while not required to, are encouraged to submit copies of their execution reports
to the Exchange's FESC database via the same interface used for submitting drop copies of orders. Having
all the orders as well as the execution reports in the same database will provide the ability for real-time
comparison that will be more efficient once T+1 settlement and Straight Through Processing are realized.

Straight Through Processing

A Straight Through Processing model provides a number of operational benefits, including a reduction in
the re-keying of data, reduced errors, easier and quicker access to information and a seamless flow of
information from an order's origination point to the point-of-sale and back. From the electronic capture of
order information through the routing to the point-of-sale and the eventual reporting, clearing and settling of
trades, the initiatives previously outlined move us closer to these goals.

Contacts

NYSE Business Contacts

Business questions or comments regarding the technical implementation of amended {L-End} Rule 123 or the
FESC program in general should be directed to Santo Famularo, Vice President at 212-656-2074 (sfamularo
@nyse.com) or David Bartges, Director at 212-656-6834 (dbartges@nyse.com).

NYSE BBSS Contacts
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Questions regarding the Exchange's Broker Booth Support System should be directed to Louis Pastina, Vice
President at 212-656-6821 (lpastina@nyse.com).

NYSE Regulatory Contacts

Regulatory or compliance questions regarding the changes to {L-End} Rule 123 should be directed to Brian
McNamara, Vice President at 212-656-7086 (bmcnamara@nyse.com) or Agnes Gautier, Vice President at
212-656-4608 (agautier@nyse.com).

SIAC Technical Contacts

Specific technical questions regarding communications interfaces or message formats should be directed to
Dom Gallo, SIAC, Director at 212-383-4910 (dgallo@siac.com).

William A. Bautz

Senior Vice President,

Chief Technology Officer

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Note-The term "order" as used throughout this document refers to any new order or any order
modification or cancellation.
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July 19, 1999

  

Market Surveillance

 PLEASE ROUTE TO COMPLIANCE OFFICERS AND TRADING DESKS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS/CHIEF OPERATING OFFICERS

SUBJECT : REVISED EXPIRATION DAY OPENING PROCEDURES AND REVISED MARKET-ON-CLOSE
LIMIT-AT-THE-CLOSE POLICY

EFFECTIVE, JULY 26, 1999

The Securities and Exchange Commission has approved changes to the Exchange's policies for expiration
day opening imbalance publication and for the entry and cancellation of market-on-close (“MOC”) and limit-at-
the-close (“LOC”) orders on any day when regulatory halt is in effect. (When a regulatory halt occurs, the halt
condition is shown as news pending or news dissemination.)

Expiration Day Opening Imbalance Publication

The policy concerning expiration day opening imbalance publications has been amended to eliminate the
“special stock” list. The new policy provides that, as soon as practicable after 9:00 a.m. on expiration days,
the Exchange will publish market order imbalances of 50,000 shares or more in all stocks. In addition,
imbalances of less than 50,000 shares may be published at that time with Floor Official approval. A “no
imbalance” status will not be published for any stock.

All other expiration day opening procedures are as described in {L-End} Information Memo 96-34, which was
published on November 8, 1996.

Entry of MOC/LOC Orders During a Regulatory Halt

The prohibition of entering MOC/LOC orders after 3:40 p.m. except to offset a published imbalance has been
modified to permit the entry of MOC and LOC orders on either side of the market if a regulatory halt is in
effect at 3:40 p.m. or occurs after that time. In such cases, MOC/LOC order entry will be permitted until 3:50
p.m. or until the stock reopens, whichever occurs first, even if an imbalance publication occurred prior to the
regulatory halt. If an imbalance has been published following the reopening of a stock after a regulatory halt,
MOC and LOC order entry will be permitted only to offset the published imbalance.

Cancellation of MOC/LOC Orders During a Regulatory Halt

MOC/LOC procedures generally prohibit the cancellation of MOC/LOC orders after 3:40 p.m. The exception
to the no-cancellation policy permits the cancellation of MOC and LOC orders if a regulatory halt is in effect
at 3:40 p.m. or occurs after that time. Cancellation of MOC and LOC orders will be permitted until 3:50 p.m.
or until the stock reopens, whichever occurs first. In the case of a non-regulatory halt (e.g., a halt due to
equipment problems or an order imbalance), cancellation of MOC and LOC orders is not permitted after 3:40
p.m., except in case of legitimate error or to comply with the provisions of {L-End} Rule 80A.

These changes to the policy enable market participants to respond to information that was not available
before 3:40 p.m.
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MOC/LOC Imbalance Publication after Reopening

If the stock reopens at or before 3:50 p.m. following any type of halt, an MOC/LOC imbalance of 50,000
shares or more (or less than 50,000 shares with the approval of a Floor Official) will be published as soon
as practicable after 3:50 p.m. If the stock reopens after 3:50 p.m., the imbalance would be published, if
practicable.

Further discussion of the procedures for MOC and LOC orders appears in {L-End} Information Memo 98-20,
which was published on June 22, 1998.

Questions concerning any matters discussed in this Information Memo may be addressed to David Fisch at
(212) 656-6769 or Carol Krusik at (212) 656-4597.

Robert J. McSweeney

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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July 9, 1999

  

Market Surveillance

 TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

FROM: MARKET SURVEILLANCE

SUBJECT: SPECIAL STOCK LIST (IMBALANCE PUBLICATION) FOR JULY 16, 1999, EXPIRATION
FRIDAY

July 16, 1999 is an expiration trade date.

An expiration day is a trading day prior to the expiration of index-related derivative products (futures, options
or options on futures), whose settlement pricing is based upon opening or closing prices on the Exchange, as
identified by a qualified clearing corporation (e.g., the Options Clearing Corporation).

The twelve expiration days are expiration Fridays, which fall on the third Friday in every month. If that Friday
is an Exchange holiday, there will be an expiration Thursday in such a month.

SPECIAL STOCK LIST.—IMBALANCE PUBLICATION

The Exchange has identified certain stocks which will, on expiration days, follow mandatory procedures
related to the dissemination of market order imbalances for the opening. There is no special stock list
related to the close.

The special stock list applicable to the July 16, 1999 opening is attached for your reference. The list
includes selected high-capitalized stocks (the fifty most highly capitalized stocks in the S&P 500 Index, plus
any Major Market Index stocks not included among those fifty stocks) and selected mid-capitalized stocks
(the ten most highly capitalized stocks in the S&P MidCap 400 Index).

MANDATORY EXPIRATION DAY PROCEDURES

In summary, in relation to the opening, stocks on the special list must follow procedures related to the
publication of market order imbalances at the appointed time 9:00 a.m.

In relation to the close, any stock that has an MOC imbalance of 50,000 shares or more must publish
at 3:40 p.m. and update that status at 3:50 p.m.

PRINTING THE CLOSE

Specialists are reminded to print the closing transaction as outlined in {L-End} Rule 116.40, which requires
that any MOC imbalance must be printed against the bid or offer as appropriate followed by a second print
of the MOC paired amount, if any, which should be marked as “stopped stock”. (This is the case even if the
MOC imbalance fills all “book” and Crowd interest, and regardless of whether or not specialist participation
is included.) If there is no imbalance, the paired amount should be printed at the last sale price as “stopped
stock”.

Complete discussion of auxiliary opening procedures and certain procedures for handling market-on-close
(MOC) orders on expiration days appears in {L-End} Information Memo 96-34, which was published on
November 8, 1996. In addition, a complete discussion for handling MOC orders and LOC orders on
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every trade date, including expiration days, appears in {L-End} Information Memo 98-20, which was
published on June 22, 1998, and became effective on June 24, 1998.

If you have any questions, you may direct them to David Fisch (212) 656-6769 or Carol Krusik (212)
656-4597.

Robert J. McSweeney

Senior Vice President

Attachment

Stock List for the Opening on July 16, 1999, Expiration Friday

   ABT                    ABBOTT LABORATORIES

   ADI                    ANALOG DEVICES, INC.

   AHP                    AMERICAN HOME PRODUCTS CORPORATION

   AIG                    AMERICAN INTERNATIONAL GROUP INC.

   AIT                    AMERITECH CORP

   AOL                    AMERICA ONLINE INC.

   AXP                    AMERICAN EXPRESS COMPANY

   BAC                    BANKAMERICA CORPORATION

   BEL                    BELL ATLANTIC CORPORATION

   BLS                    BELLSOUTH CORPORATION

   BMY                    BRISTOL MYERS SQUIBB COMPANY

   C                      CITIGROUP INC.

   *CDO                   COMDISCO INC.
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   CHV                    CHEVRON CORPORATION

   CMB                    CHASE MANHATTAN CORP.

   DD                     DU PONT COMPANY

   DIS                    WALT DISNEY COMPANY

   DOW                    DOW CHEMICAL COMPANY

   EK                     EASTMAN KODAK COMPANY

   EMC                    EMC CORPORATION

   F                      FORD MOTOR COMPANY

   *FMO                   FEDERAL-MOGUL CORP.

   FNM                    FANNIE MAE

   G                      GILLETTE COMPANY

   GE                     GENERAL ELECTRIC COMPANY

   GM                     GENERAL MOTORS CORPORATION

   GTE                    GTE CORPORATION

   HD                     HOME DEPOT INC.

   HDI                    HARLEY-DAVIDSON INC.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

600

http://researchhelp.cch.com/License_Agreement.htm


   HWP                    HEWLETT-PACKARD COMPANY

   IBM                    INTERNATIONAL BUSINESS MACHINES CORP.

   IP                     INTERNATIONAL PAPER COMPANY

   JNJ                    JOHNSON AND JOHNSON

   KO                     COCA-COLA COMPANY

   *LEG                   LEGGETT & PLATT INC.

   LLY                    ELI LILLY AND COMPANY

   LU                     LUCENT TECHNOLOGIES INC.

   LXK                    LEXMARK INTERNATIONAL GROUP, INC.

   MCD                    MCDONALDS CORPORATION

   MMM                    MINNESOTA MINING AND MANUFACTURING

   MO                     PHILIP MORRIS COS. INC.

   MOB                    MOBILE CORPORATION

   MOT                    MOTOROLA INC.

   MRK                    MERCK AND COMPANY INC.

   MWD                    MORGAN STANLEY, DEAN WITTER CO.
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   *NCR                   NCR CORPORATION

   ONE                    BANK ONE CORPORATION

   PEP                    PEPSICO INC.

   PFE                    PFIZER INC.

   PG                     PROCTOR AND GAMBLE COMPANY

   PWJ                    PAINE WEBBER GROUP INC.

   *RD                    ROYAL DUTCH PETROLEUM COMPANY

   S                      SEARS ROEBUCK AND CO.

   SBC                    SBC COMMUNICATIONS INC.

   SGP                    SCHERING PLOUGH CORPORATION

   SYK                    STRYKER CORPORATION

   T                      AMERICAN TELEPHONE AND TELEGRAPH

   TER                    TERADYNE INC.

   TWX                    TIME WARNER INC.

   *TXN                   TEXAS INSTRUMENTS INC.

   TYC                    TYCO INTERNATIONAL LTD
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   VMC                    VULCAN MATERIALS COMPANY

   WFC                    WELLS FARGO & COMPANY (NEW)

   WLA                    WARNER LAMBERT COMPANY

   WMT                    WAL-MART STORES INC.

   XON                    EXXON CORPORATION

This list consists of the 50 highest weighted S&P 500 stocks, the 20 Major Market Index stocks, and the 10
highest weighted S&P MidCap 400 stocks based on market values as of July 2, 1999. AIT, BBY, BUD, FON,
ODP and SNS have been deleted. The indicated (*) stocks have been added to the list.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: MANAGING PARTNER/CHIEF EXECUTIVE OFFICER/CHIEF FINANCIAL OFFICER/CHIEF
OPERATIONS OFFICER/Y2K CONTACT

SUBJECT: MILLENNIUM QUESTIONNAIRE NOTICE - RESPONSE IS REQUIRED

The New York Stock Exchange along with other SROs and the SEC have developed a uniform questionnaire
to collect information from members and member organizations. The questionnaire covers personnel,
systems, facilities, and operations and will be used to assess the member organization's Y2K status. A copy
of the questionnaire will be distributed in September 1999.

The Exchange plans to use its new Electronic Filing Platform (“EFP”) to collect this data. The EFP is a new
“extranet” built by the NYSE to support authenticated, encrypted, two-way communications between the
NYSE and its membership. The EFP will be used as a mechanism to send and receive information from
members and member organizations and will eventually replace the existing PC applications currently in
use. Members and member organizations will be asked to install EFP in any area, department, or division
that submits reports or information to the Exchange's Member Firm Regulation Division, e.g., Branch Office
Applications, PC Complaints.

To expedite the installation of EFP for its use on the Millennium Questionnaire, the Exchange requests that
members and member organizations that deal with the public (carrying and introducing organizations) and
specialist organizations complete the attached Member Firm Regulation Information Sheet and forward it to
your Finance Coordinator by July 22, 1999. Subsequently, your organization will be contacted by our EFP
staff to register the users who will be responsible for completing the questionnaire. Once registered, the users
will be supplied with detailed instructions on installation and usage.

If you have any questions or comments regarding this Information Memo, please contact your Finance
Coordinator.

Salvatore Pallante

Senior Vice President

Attachment

NYSE

MEMBER FIRM REGULATION INFORMATION SHEET Electronic Filing Platform (EFP)

Member Name:

I. Year 2000 Business Contacts: The primary and secondary contacts responsible for reporting Y2K
status to the NYSE
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Employee     Employee       Employee          Area of

     

Name     Phone Number   E-mail Address   Responsibility

II. Technical Contacts: Contacts responsible for maintaining the desktop environment and for firm's
Internet access and firewall security management

   

Employee     Employee       Employee          Area of

     

Name     Phone Number   E-mail Address   Responsibility

III. Do the identified user workstations meet these minimum EFP operational requirements? (circle
one)

Windows 95, Windows 98, or Windows NT 4.0 operating systems                          YES 
  NO

166 MHz Pentium processor or faster                                                  YES 
  NO

At least 20 Mb of available space on the c, d, or e partition of a local hard disk   YES 
  NO

At least 32 Mb of RAM                                                                YES 
  NO

Internet access, with a minimum connection speed of 28.8 kbs                         YES 
  NO

Internet Explorer version 4.01 (or later), or Netscape version 4.5 (or later)        YES 
  NO

IV. Please answer these last two questions. (circle one)

Does the Internet connection go through a proxy server/firewall?       YES   NO
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Do the users on Windows NT 4.0 machines have ‘administrator rights’?   YES   NO

Please forward the completed questionnaire to your NYSE Finance Coordinator.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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July 1, 1999

  

Member Firm Regulation

 TO: MEMBERS, MEMBER ORGANIZATIONS

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, COMPLIANCE AND LEGAL
DEPARTMENTS

SUBJECT: ADOPTION OF AMENDMENTS TO {L-End} RULE 382 (“CARRYING AGREEMENTS”)

The Securities and Exchange Commission has approved amendments to {L-End} Exchange Rule 382 relating
to introducing/carrying relationships and the activities of organizations that are parties to carrying agreements.
1 

The text of the rule amendments is attached as Exhibit A. The significant areas of change are discussed
below.

THE RULE CHANGES BECOME EFFECTIVE AS OF JULY 19, 1999. HOWEVER, CERTAIN
REQUIREMENTS OF THE RULE WILL BE PHASED-IN WITHIN TIME PERIODS FOLLOWING THE
EFFECTIVE DATE. NOTE CAREFULLY THE IMPLEMENTATION DATES THROUGHOUT THIS
MEMORANDUM.

Background.—{L-End} Rule 382

{L-End} Rule 382 governs carrying agreements, i.e., contractual agreements between a “carrying” and an
“introducing” organization, that allocate certain functions and responsibilities associated with the carrying of,
and transactions in, customer accounts. In carrying the account of others, carrying organizations provide an
introducing organization with a variety of services for the accounts that are introduced to them pursuant to the
carrying agreement. Under {L-End} Rule 382, all carrying agreements must be filed with and approved by the
Exchange if either party to the agreement is a member of the Exchange.

Amendments to {L-End} Rule 382

The rule amendments are intended to benefit introducing and carrying organizations as well as the investing
public by enhancing introducing organizations' ability to supervise activities related to their customer
accounts. In addition, the amendments should enhance the ability of the Exchange and other securities
self-regulatory organizations to monitor the activities of introducing organizations and their compliance with
applicable regulatory requirements.

Amended {L-End} Rule 382 provides for increased monitoring and reporting of customer complaints regarding
introducing organizations; requires specific procedures for exception-type reports offered to introducing
organizations by carrying organizations; and addresses procedures dealing with introducing organizations
that are permitted to issue negotiable instruments (e.g., checks, drafts, wires) directly from their carrying
organizations.

Specifically, the rule amendments require the following:

1. {L-End} Rule 382(d)

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

607

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P99-33%2909013e2c855b3360?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE382/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE382/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE382/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE382/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE382/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE382/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE382/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


New {L-End} Rule 382(d) requires that the carrying organization furnish to the introducing organization and
such introducing organization's Designated Examining Authority (“DEA”), any written customer complaint it
receives regarding the functions allocated to the introducing organization pursuant to the carrying agreement.

The customer who submitted the written complaint must be notified in writing by the carrying organization
that the complaint was received and that it was furnished to both the introducing organization and the DEA
(specifying the self-regulatory organization of regulatory authority to which the complaint was furnished).

EFFECTIVE JULY 19, 1999, copies of customer complaints received by carrying organizations
regarding functions allocated to their introducing organization - when the Exchange is DEA for
the introducing organization - must be submitted to Investor Complaints and Inquiries, New York
Stock Exchange, Inc., 20 Broad Street, 22nd floor, New York, New York 10005. Copies of complaints
regarding introducing organizations for whom the Exchange is not DEA shall be forwarded to the
appropriate self-regulatory organization.

2. {L-End} Rule 382(e)(1), {L-End} (2), and {L-End} (3) and Supplementary Material .10

Other new rule provisions require that, at the commencement of the carrying agreement, and annually
thereafter, the carrying organization must furnish to each of its introducing organizations, a list of all reports
(e.g., exception-type reports) that it offers to the introducing organization, The introducing organization must
promptly notify the carrying organization, in writing, of those specific reports that it elects to receive.

Carrying agreements submitted for Exchange approval on or after JULY 19, 1999 shall include a written
representation that the requirements of {L-End} Rule 382(e)(i) regarding the carrying and introducing
organizations' obligations relative to exception reports have been completed.

The Exchange will not approve any agreement that does not attest to compliance with these requirements.

The carrying organization will be required to:

(i) Retain and preserve copies pursuant to {L-End} Exchange Rule 440 (Books and Records) of the specific
reports requested by and/or supplied to the introducing organization, or have the capability to: 1) recreate
copies of reports furnished, or 2) provide the report format and data element provided in the original reports.

(ii) Give written notice, on an annual basis within 30 days of July 1 of each year, to the Chief Executive Officer
and Compliance Officer of the introducing organization, of the list of reports offered to the introducer and
specify those reports actually chosen or supplied as of the report date A copy of this written notice must also
be provided to the introducer's DEA.

Because of the July 19, 1999 effective date of the rule amendment, carrying organizations will have until
OCTOBER 18, 1999 to provide the annual notice to introducing organization management, with a copy to the
introducing organization's DEA, of the reports offered and chosen by the introducer.

Copies of annual written notices prepared pursuant to {L-End} Rule 382(e)(3) by carrying organizations
listing reports offered to and specifying reports elected by introducing organizations must be furnished to your
Finance Coordinator.

3. {L-End} Rule 382(f)

This new rule provision addresses agreements that allow introducing organizations to issue negotiable
instruments (e.g., checks, drafts, wires) to their customers, for which the carrying organization is the maker or
drawer. The rule provides that the introducing organization must represent to the carrying organization that it
has supervisory procedures in place, which it enforces, and which are satisfactory to the carrying organization
with respect to the issuance of such instruments. The Exchange believes that “best practice” would include
that such supervisory procedures provide that any checks, drafts or wires to third parties, i.e., to persons
other than customers, would be permitted only if the clearing organization has received a notarized Letter
of Authorization from the introducing organization's customer. Further, procedures may provide that, with
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respect to any such instruments drawn to third parties, customers receive a confirmation of the issuance of
the negotiable instrument.

Carrying agreements submitted to the Exchange for approval on or after JULY 19, 1999 which permit the
issuance of negotiable instruments by introducers shall include a written representation that the requirements
or {L-End} Rule 382(f) have been fulfilled. Parties to agreements in existence on JULY 19, 1999 shall comply
with {L-End} Rule 382(f) requirements by OCTOBER 18, 1999 or shall cease to permit such instruments to be
issued by introducers after that date.

4. {L-End} Rule 382 - Supplementary Material .20

This rule provision gives the Exchange discretion, upon a showing of good cause, to exclude a carrying
organization from the requirements under the Rule relating to furnishing customer complaints and exception
reports to an affiliated introducing organization. This exemption recognizes situations where the carrying
organization performs functions on behalf of the affiliated introducing organization, such as in situations
where there are interdependent compliance structures.

The Exchange believes that the amendments to {L-End} Rule 382 will further clarify the relationship and
responsibilities between introducing and carrying organizations without altering the fundamental carrying/
clearing contractual relationship.

Additional Comments

Members and member organizations are reminded that the allocation of certain functions to an introducing
organization pursuant to a carrying agreement (e.g., extension of credit, holding/receiving customer funds
and securities) may cause that organization to be deemed a carrying organization pursuant to Exchange
and SEC rules. Particular attention should be given to the different net capital requirement levels under {L-
End} Securities Exchange Act Rule 15c3-1 depending on the nature of business conducted by organizations
and the extent to which customer funds/securities are received or held. The Exchange, for purposes of {L-
End} SEA Rules 15c3-1 and {L-End} 15c3-3, deems accounts subject to carrying agreements to be the
responsibility of the carrying organization. As such, unless an introducing organization has been approved
by an SRO as a carrying organization and is otherwise in compliance with applicable rules and regulations,
responsibilities related to {L-End} Rules 15c3-1 and {L-End} 15c3-3 shall not be allocated to an introducer.

Any questions relating to these rule amendments may be directed to Patricia Dorilio at (212) 656-2744 or
Mary Anne Furlong at (212) 656-4823.

Salvatore Pallante

Senior Vice President

Additions underscored

EXHIBIT A

AMENDMENTS TO {L-End} RULE 382

{L-End} Rule 382 - Carrying Agreements

(a)- (c) No change

(d) In order for the introducing organization to carry out its functions and responsibilities pursuant to the
agreement, each carrying organization must furnish promptly any written customer complaint received by the
carrying organization regarding the introducing organization or its associated persons relating to functions
and responsibilities allocated to the introducing organization pursuant to the agreement, directly to: (1) the
introducing organization; and (2) the introducing organization's Designated Examining Authority (or, if none, to
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its appropriate regulatory agency or authority). The carrying agreement must specifically direct and authorize
the carrying organization to do so.

The carrying organization must also notify the customer, in writing, that is has received the complaint, and
that the complaint has been furnished to the introducing organization and to the introducing organization's
Designated Examining Authority (or, if none, to its appropriate regulatory agency or authority).

(e)

(1) The carrying organization, at the commencement of the agreement and annually thereafter, must furnish
to each of its introducing organizations a list of all reports (i.e., exception and other types of reports) which
it offers to the introducing organization to assist the introducing organization to supervise and monitor its
customer accounts in order for the introducing organization to carry out its functions and responsibilities
pursuant to the agreement. The introducing organization must notify promptly the carrying organization, in
writing, of those specific reports offered by the carrying organization that it requires to supervise and monitor
its customer accounts.

(2) Copies of the specific reports requested by and/or supplied to the introducing organization must be
retained and preserved by the carrying organization as part of its books and records pursuant to {L-End} Rule
440.

(3) Annually, within 30 days of July 1 of each year, the carrying organization must give written notice to the
introducing organization's chief executive and compliance officers, indicating as of the date of such notice,
the list of reports offered to the introducing organization pursuant to paragraph (e)(1) of this rule, and specify
those reports that were actually requested by and/or supplied to the introducing organization as of such date.
A copy of this written notice must at the same time be provided to the introducing organization's Designated
Examining Authority (or, if none, to its appropriate regulatory agency or authority).

(f) The agreement may permit the introducing organization to issue negotiable instruments directly to its
customers, using instruments for which the carrying organization is the maker or drawer, provided that the
introducing organization represents to the carrying organization in writing that it maintains, and shall enforce,
supervisory procedures with respect to the issuance of such instruments that are satisfactory to the carrying
organization.

Supplementary Material

.10 Carrying organizations may satisfy the requirements of paragraph (e)(2) above by furnishing, upon
request of the introducing organization's Designated Examining Authority (or, if none, to its appropriate
regulatory agency or authority), (1) a recreated copy of the report originally produced; or (2) the format of the
report and the applicable date elements contained in the original report.

.20 The Exchange, at its discretion and upon a showing of good cause, may exclude certain carrying
organizations from the requirements of paragraphs (d) and (e) above, in instances where the introducing
organization is an affiliated entity of the carrying organization.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release No. 34-41469, dated June 2, 1999.
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Market Surveillance

 TO: ALL MEMBERS AND MEMBER ORGANIZATIONS/CHIEF OPERATING OFFICERS

SUBJECT: NEW {L-End} RULE 80A COLLARS AND {L-End} RULE 80B CIRCUIT BREAKER LEVELS
FOR THE THIRD QUARTER 1999

EFFECTIVE JULY 1 through SEPTEMBER 30, 1999

•{L-End} Rule 80 A restrictions on index arbitrage trading in component stocks of the S&P 500 Stock Price

Index SM *   will be imposed when the Dow Jones Industrial Average SM **   (“DJIA”) is above or below its
closing value on the previous trading day by:

210 points or more

•{L-End} Rule 80 A restrictions will be removed when the DJIA is above or below its closing value on the
previous trading day by:

100 Points or less

•Index arbitrage order entry restrictions will be re-imposed each time the DJIA advances or declines 210
points from the prior day's close.

•{L-End} Rule 80B trading halts will be triggered when the DJIA declines below its closing value on the
previous trading day by:

1,050 points (Level 1)

2,150 points (Level 2)

3,200 points (Level 3)

{L-End} Rule 80 A

Whenever {L-End} Rule 80A collars are in effect due to a decline in the DJIA, all index arbitrage orders to sell
any component stock of the S&P 500 Stock Price Index must be marked “sell plus”; and whenever the collars
are in effect due to an advance in the DJIA, all index arbitrage orders to buy must be marked “buy minus”.

{L-End} Rule 80B

Whenever a {L-End} Rule 80B circuit breaker is in effect, trading in all stocks on the Exchange will halt for the
time periods specified below.

Level 1 Halt

a) before 2:00 p.m. - one hour

b) at 2:00 p.m. or later but before 2:30 p.m. - 30 minutes

c) at 2:30 p.m. or later - trading shall continue, unless there is a Level 2 halt.
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Level 2 Halt

a) before 1:00 p.m. - two hours

b) at 1:00 p.m. or later but before 2:00 p.m. - one hour

c) at 2:00 p.m. or later - trading shall halt and not resume for the remainder of the day.

Level 3 Halt

at any time - trading shall halt and not resume for the remainder of the day.

A complete discussion of the calculation of trigger values for {L-End} Rule 80A and {L-End} Rule 80B was
published in {L-End} Information Memo No. 99-8, dated February 12, 1999 and {L-End} Information Memo
98-15, dated April 13, 1998, respectively.

Questions concerning these matters may be addressed to Agnes Gautier at (212) 656-4608 or Donald
Siemer at (212) 656-6940.

Robert J. McSweeney

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

*  "Standard & Poor's 500 Stock Price Index" is a service mark of Standard & Poor's Corporation
**  "Dow Jones Industrial Average" is a service mark of Dow Jones & Company, Inc.
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June 23, 1999

  

Member Firm Regulation

 TO: ALL MEMBERS, MEMBER ORGANIZATIONS

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, LEGAL, COMPLIANCE AND
REGISTRATION DEPARTMENTS

SUBJECT: Web CRD SM - UpComing System Transition Period

NOTE: THIS MEMORANDUM MAY REQUIRE ACTION BY MEMBERS AND MEMBER ORGANIZATIONS

NASD Regulation, Inc.'s Central Registration Depository system (CRD SM) has undergone significant
upgrades. The new system known as Web CRD, was developed in conjunction with revisions to the {L-End}
Forms U-4, {L-End} U-5, {L-End} BD and {L-End} BDW. These forms will be filed electronically through the
Internet and NASD Regulation will no longer process paper forms after the August 1999 deployment of Web
CRD.

In preparation for the rollout of Web CRD in August 1999, NASD Regulation has advised that there will be a
period during which neither system will process registration-related activities. This System Transition Period
is scheduled to run from July 31, 1999 until Web CRD is deployed on August 16, 1999. NASD Regulation
has developed a transition plan for the implementation of the new forms and transition from the legacy CRD
system to Web CRD. This transition plan was published in the NASD Regulation's March 1999 CRD/PD
Bulletin, Volume 6/No. 5 and June 1999 CRD/PD Bulletin, Volume 7/No. 2.

The purpose of this memorandum is to advise members and member organizations of how the Exchange
will handle certain registration issues that will occur during the System Transition Period due to the NYSE's
unique registration requirements.

• Series 7 Examination Four-Month Training Periods that are due to expire during the System
Transition Period.

No later than July 15, 1999, members and member organizations may submit a list of applicants whose
Series 7 Four-Month Training Period will expire during the System Transition Period to the Qualifications and
Registrations Department (“Q&R”). Q&R will review the applicant's legacy CRD record and, if appropriate,
issue a verbal approval upon expiration of the Training Period. If necessary, the Exchange will adjust the
approval date on Web CRD after the rollout.

• Training Period and Examination Waiver Requests

Requests for Training Period and Examination Waivers received by the Exchange during the System
Transition Period will not be processed until Web CRD is deployed. In addition, in order to allow time for the
processing of requests received prior to the System Transition Period, it is important that such requests be
submitted by July 8, 1999.

• Series 16 Acceptability Requests

Requests for candidates for Series 16 Acceptability received by the Exchange during the System Transition
Period will not be processed until Web CRD is deployed. In addition, in order to allow time for the processing
of requests received prior to the System Transition Period, it is important that such requests be submitted by
July 8, 1999.
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• Branch Office Applications

New applications received by the Exchange during the System Transition Period cannot be processed until
Web CRD is available. In addition, in order to allow time for the processing of applications received prior to
the System Transition Period, it is important that such requests be submitted by July 15,1999.

• Floor Employee/Trading Assistant Registrations

All applications received by the Exchange during the System Transition Period for qualified Floor Employees
and Trading Assistants will be granted a conditional approval for access to the NYSE Trading Floor. The
application will be subject to a review of Web CRD which will be conducted after the system is deployed.

• {L-End} Form U-5

Members and Member Organizations should continue to report “Terminations for Cause” and/or any “yes”
answers to question(s) 14 through 18 on {L-End} Form U-5. Timely amendments and complete reporting on
all {L-End} Forms U-5 are required within 30 days from the date of the event. If the 30 day reporting period
would end during the transition period a hard copy {L-End} Form U-5 must be filed by the Firm with NYSE
Enforcement, 2 World Trade Center, New York, NY 10048.

Any questions relating to this memorandum may be directed to Juan Vazquez, Supervisor, Qualifications and
Registrations at (212) 656-4814 or Peggy Germino, Supervisor, Qualifications and Registrations Department
at (212) 656-8450. Questions relating to {L-End} Form U-5 and amendments may be directed to Charles
Shanley, Enforcement Director at (212) 656-2649 or Connie Armocida, Enforcement Director at (212)
656-2321.

Salvatore Pallante

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Member Firm Regulation

 TO: ALL MEMBERS, MEMBER ORGANIZATIONS

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, LEGAL, COMPLIANCE AND
REGISTRATION DEPARTMENTS

SUBJECT: New CRD System - Web CRD SM

NOTE: THIS MEMORANDUM MAY REQUIRE ACTION BY MEMBERS AND MEMBER ORGANIZATIONS

This is to make you aware of the recent changes to NASD Regulation, Inc.'s Central Registration Depository
(CRD SM), as well as to the {L-End} Form BD.

As part of significant CRD upgrades, a new system known as Web CRD has been developed. Upon
deployment of Web CRD on August 16, 1999, all {L-End} Form BD filings for Exchange members and
member organizations will be required to be made electronically through the Internet. With the exception of
initial applications (new broker/dealer applicants), NASD Regulation will no longer process paper forms after
the August 1999 deployment of Web CRD.

Accordingly, all broker-dealers , including those that are non-NASD members and member
organizations , will also be required to electronically refile {L-End} Form BD after the August
deployment of Web CRD. Firms will have until December 15, 1999 to electronically complete (i.e., refile) the
new {L-End} Form BD; however, the form must be refiled sooner if an amendment to the {L-End} Form BD is
required.

Since Web CRD is a secure system, NASD Regulation must establish user accounts for those persons
designated by the member or member organization who will require access to Web CRD for purposes of
making {L-End} Form BD filings for the member or member organization. Members or member organizations
can designate officers, partners or employees or external persons/entities (e.g., service bureaus or outside
counsel).

Attached is a letter from NASD Regulation describing the process to be followed to establish user accounts.
For NYSE members and member organizations who are non-NASD members, also attached is a User
Accounts Acknowledgment Form (“UAAF”) (Non-NASD Member Firm) which must be completed and
submitted to NASD Regulation at the address shown on the form. Members and member organizations
who are also members of NASD should have already completed and submitted a UAAF to NASD Regulation.
If not, contact NASD Regulation's Gateway Call Center at (301) 212-8181.

In order to prepare for the August 1999 deployment of Web CRD, NASD Regulation is requesting that the
user account information be submitted no later than July 2, 1999. If this deadline is not met, the set-up of
Web CRD accounts may be delayed.

Failure to refile the {L-End} Form BD by December 15, 1999 (or sooner if an amendment to {L-End} Form BD
is required) and/or failure to submit the UAAF to NASD Regulation by July 2, 1999 may result in Exchange
regulatory/disciplinary action.

Any questions relating to this memorandum may be directed to Peggy Germino, Supervisor, Qualifications
and Registrations Department at (212) 656-8450.
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Salvatore Pallante

Senior Vice President

Attachments

NASD REGULATION

An NASD Company

June 1999

MEMORANDUM

TO: Registered Broker-Dealers

FROM: NASD Regulation, Inc. CRD/Public Disclosure Department

SUBJECT: Web CRD

NASD Regulation, Inc.'s Central Registration Depository (CRD SM) is undergoing a major upgrade: Web
CRD. Upon deployment of this system in August of 1999, registration filings for firms and individuals will be
made electronically through the Internet. Because Web CRD is a secure system, NASD Regulation must
establish user accounts for those persons that you designate either in or outside of your organization who will
need access to Web CRD for purposes of making registration-related filings on behalf of your organization.

Before your organization can use Web CRD for electronic filing, you must designate an Account
Administrator. This person will be responsible for: (1) identifying persons either within your organization
or outside of your organization (i.e., a service bureau) who will act on behalf of your organization to make
appropriate filings through Web CRD; and (2) designating the entitlement privileges for each of those persons
(i.e., what each person will be allowed to do in Web CRD).

To facilitate this user entitlement process, you must complete and have an appropriate person execute
the enclosed User Accounts Acknowledgment Form (UAAF). This form elicits acknowledgment of your
organization's responsibilities in the electronic filing environment and provides NASD Regulation with the
information it needs to establish user accounts for your organization. Please note the following:

•The UAAF must be signed by the Executive Representative or other authorized representative of your
organization and the original signed document returned to NASD Regulation via mail or courier. Faxed
copies will not be accepted. Please return the UAAF no later than July 2, 1999, either by mail or courier.

•The UAAF must include the full name, date of birth, title, e-mail address, telephone and fax numbers of your
organization's Account Administrator.

In addition, you must provide on the UAAF or a separate attachment the name and date of birth for any
additional person designated by your organization who will need to have access to Web CRD for purposes
of filing registration forms. (While your organization will be able to set up user accounts for additional users
who will need query access only (i.e., the ability to simply view information that is in the CRD system),
NASD Regulation is not setting up those user accounts at this time; instead, after Web CRD is deployed,
your Account Administrator will be able to request query access only accounts through the on-line Account
Administrator Request Screen).

The UAAF allows you to provide information for up to three additional users. If you need to establish accounts
for more than three additional users, please check the appropriate box on the UAAF and attach a list of the
full names and birth dates of such users.

NASD Regulation is in the process of setting up approximately 30,000 user accounts to prepare for the
August deployment of Web CRD. Therefore, it is critical that the user account information be submitted in a
timely fashion. Accordingly, it is important that you provide NASD Regulation this information by no later than
July 2, 1999. If this deadline is missed, the set-up of your Web CRD accounts may be delayed.
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Once NASD Regulation has set up your organization's accounts, your organization's designated Account
Administrator will receive a confirmation package. This package will contain the Account Administrator's
user login name and the initial password for accessing modernized CRD. The package will also contain an
Entitlement Set Up Form for your organization's Account Administrator. The Account Administrator will need
to complete and return the Entitlement Set Up Form so that specific entitlement privileges may be assigned to
the Account Administrator. The confirmation package will also include instructions for how to use the system
and change passwords.

Please be prepared for the August 1999 deployment of Web CRD by promptly executing and returning the
User Accounts Acknowledgment Form; in addition, please be sure to visit NASD Regulation's Web site at {L-
End} wwwnasdr.com (click on “Members Check Here” and then click on “Central Registration Depository”) for
additional information about the deployment of Web CRD. Should you have any questions, please contact the
NASD Regulation's Gateway Call Center at 301.212.8181.

Enclosure

NASD REGULATION

An NASD CompanyK

Web CRD SM

User Accounts Acknowledgment Form (UAAF) (Non-NASD Member)

Note: Full names, including a middle name, and birth dates (month, day, year) are required for
entitlement purposes for all participants. Middle names also are required. If there is no middle name,
then enter N/A.

Member Firm Name:  
 _______________________________________________________________________________________

Member Firm CRD#:  
 _______________________________________________________________________________________

Service Bureau Name (if applicable)  
 _____________________________________________________________________

Member Firm E-Mail Address:   _________________________ Member Firm Fax Number:  
 _________________________

 Check here if your organization has participated in a 1988/1999 Web CRD Prototype/Pilot.
 If box is checked. you must redesignate

your Account Administrator on this form.

Name of Account Administrator:  
 __________________________________________________________________________
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                                   First          Middle Name                Last

Address of Account Administrator:  
 _______________________________________________________________________

_______________________________________________________________________________________________________

Date of Birth: _/_/_ (required) MM/DD/YYYY

Title:   ______________________________________________________ E-mail Address:  
 _________________________

Telephone Number:   ___________________________________________ Fax Number.  
 _____________________________

Additional Users Full Names                                                    Dates of
 Birth (required)

1)

________________________________________________________   _________________       __ /
__ /__

First                    Middle Name            Last                               MM DD
 YYYY

2)

________________________________________________________   _________________       __ /
__ /__

First                    Middle Name            Last                               MM DD
 YYYY

3)
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________________________________________________________   _________________       __ /
__ /__

First                    Middle Name            Last                               MM DD
 YYYY

Check here if additional users are requested and attach a list of full names and birth
 dates (in MM/DD/YYYY format).

This User Accounts Form (UAAF) must be executed by the Executive Representative of the broker-
dealer/applicant or a corporate officer, partner, or other individual with full legal authority to execute
this UAAF on behalf of the broker-dealer/applicant. The signatory hereby acknowledges that he/
she is the Executive Representative of the above broker-dealer/applicant or is otherwise authorized
to execute this agreement on the broker-dealer/applicant's behalf, and that he/she is bound by all
applicable federal and state securities laws, and appropriate self-regulatory organization rules The
signatory further acknowledges and agrees on behalf of the broker-dealer/applicant that the Account
Administrator and all users designated on this UAAF (or otherwise by the broker-dealer/applicant)
are entitled to make filings, enter data, and/or initiate transactions on behalf of the broker-dealer/
applicant, and that the broker-dealer/applicant will be responsible for such filings, data entered, and/
or transactions initiated and ail fees and registration transactions related thereto.

Signature:   ___________________________________________________________ Date:  
 _________________________

Print Name of Signatory:  
 _______________________________________________________________________________

Send executed UAAF to:

Chris Malaska, Entitlement

CRD/Public Disclosure Department-NASD Regulation, Inc.

1390 Piccard Drive

Rockville, MD 20850

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Member Firm Regulation

 TO: MEMBERS, MEMBER ORGANIZATIONS

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, OPERATIONS OFFICER, INTERNAL
AUDIT/COMPLIANCE DEPARTMENTS, LEGAL DEPARTMENTS

SUBJECT: {L-End} Rule 351(d) - Customer Complaint Statistics Reporting

Effective with the filing of fourth quarter 1999 customer complaint statistics under {L-End} Rule 351(d) (due
January 15, 2000), three significant changes are being made to the customer complaint reporting procedures.

The changes are as follows:

1 The product and problem codes for reporting 351(d) complaints have been expanded. The wording has
been revised and the following categories have been added:

With regard to the Product Codes, seven new categories have been added as follows: Managed/Wrap
Accounts; Annuities; Warrants/Rights; REITS; Employee/Employer Stock Option Plans; Equity-Foreign; Debt-
Foreign.

With regard to the Problem Codes, one new category, On-Line Trading, has been added to the Non-Sales
Practice Problem Codes. Four new categories have been added to the Sales Practice Problem Codes:
Disclosure of Fees, Poor Performance; Managed Accounts and Marketing/Sales Literature.

The new categories are effective with all filings after October 1, 1999. (Copies of the Product and Problem
codes are attached.)

2. Additionally, commencing with all filings after October 1, 1999 customer complaint statistics (due January
15, 2000), all firms must file {L-End} Rule 351(d) complaint statistics electronically. The Exchange will no
longer accept paper filings. Accordingly, all complaint statistics must be filed electronically utilizing our PC
platform. Consequently, firms which are currently on paper filing are required to make arrangements
for PC/electronic transmissions and should contact Richard Cucco at the SIAC PC Service Center
at (212) 383-9603, prior to October 1, 1999, who will assist member organizations In establishing the
necessary electronic filing platform.

3. Also commencing October 1, 1999, the NYSE will no longer accept “individual amendment records” for
reports filed under {L-End} Rule 351(d). To amend records for a specific quarter, the entire quarterly report
must be deleted and the amended quarterly report submitted in its entirety. In order to request approval to
submit an amended report, firms must send a letter to Evelyn Kriegel, Manager, Investor Complaints and
Inquiries, New York Stock Exchange, Inc. 20 Broad Street, 22nd Floor, New York, NY 10005. The Exchange
will then contact those firms requesting amendments and advise when they can transmit those amended
statistics.

Any questions relating to the electronic transmission of either customer complaint reports or amended report
filings should be directed to Ms. Toni Giordano at (212) 656-2096. Questions concerning this memorandum
may be directed to Ms. Evelyn Kriegel at (212) 656-6444.

Salvatore Pallante

Senior Vice President
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Attachments

PRODUCT CODES (Effective 10/01/99)

00. Miscellaneous

01. Equity - Listed (Com. & Pfd. Stock; closed-end funds)

02. Debt - Corporate (not Asset Backed, includes conv. Corp. Zeros)

03. Debt - U.S. Govt./U.S. Gov't. Agency/U. S. Gov't. Zeros & U.S. Zero Receipts, e.g., TIGR, CATS

04. Commodities/Futures (Except Commodity Options and Financial Futures)

05. Commodity Options

06. Options (Except Index)

07. Index Options

08. Insurance (Not Annuities)

09. Mutual Funds (Open-end, include Money Funds)

10. CD, Money Mkts. (Cpn. & Zero Cds, Commercial Paper, Banker Accept., not Money funds)

11. Unit Investment Trusts (Corp., Gov't. & muni, Defined Asset Funds)

12. Direct Investments (Limited Partnerships, etc.)

13. Financial Futures

14. Equity - OTC (Cmn. & Pfd, New Issue)

15. Debt - Municipal (Bonds, Notes, Zeros, not MlTs)

16. Debt - Asset Backed (CMOs, Credit Card, Rec'v. etc.)

17. Managed/Wrap Accounts - (In-house Money Manager)

18. No Product

19. Managed/Wrap Accounts - (Outside Money Manager)

20. Annuities

21. Warrants/Rights

22. REITS

23. Employee/Employer Stock Option Plans (Not listed options)

24. Equity-Foreign

25. Debt-Foreign

Effective date 10/01/99

PROBLEM CODES - NON-SALES PRACTICE CATEGORIES

50. Transfer of Accounts - Allegations concerning full or partial transfer of client accounts. Includes ACATS,
manual transfers and internal transfers between branches.

51. Receipt and/or Delivery of Securities - Allegations concerning receipt of delivery of any type of security
from broker dealer to a client or vice versa. Includes lost certificates, delayed securities transfers, non-
transferable securities, or securities not in transfer because of a fail.

52. Receipt and/or Disbursement of Funds - Allegations concerning funds received from and/or disbursed to
clients. Includes checks generated automatically such as monthly dividend checks, IRA distributions, etc.
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53. Dividend & Interest Problems - Allegations concerning payments or charges of dividends and/or interest,
including stock dividends. Does not include disbursement of automatic monthly dividend checks and/or
margin interest discrepancies.

54. Margin Problems - Allegations concerning margin including account liquidations, margin call notifications
and margin interest discrepancies.

55. Reorganization/Redemption - Allegations concerning stock splits, tenders, mergers, bond/unit trust
redemption, and called bonds.

56. Proxy/Prospectus - Allegations concerning the delay or non-receipt of a proxy, prospectus or shareholder
mailing by a client.

57. Execution - Allegations concerning non-execution, price discrepancy or delay in execution.

58. Statements/Confirms - Allegations concerning physical characteristics and presentation of statements/
confirms, failure to receive statements/confirms and questions regarding the reported price, value of or failure
to value, a security.

59. T ax Reporting - Allegations concerning tax reporting on behalf of or to clients. Includes 1099, TEFRA
withholding K-1, W2-P, 5498 and Year-To-Date information appearing on monthly statements as well as any
other tax-reporting forms.

60. Fees and Commission - Allegations concerning customary fees (custodial, administrative) service charges
(bounced checks, lost certificate replacement, etc.), commission/mark-ups (downs) and wrap fees.

61. Account Administration and Processing - Allegations concerning daily activity in client accounts (e.g.,
trade correction, journal entries, uninvested credit balances and erroneous or missing positions in account).

62. On-Line Trading - Allegations concerning trading initiated by a client on-line, (including non-execution,
price discrepancy, delays in execution and delays in trade confirmation). Effective date 10/01/99

SALES PRACTICE PROBLEM CODES/DEFINITIONS

00. Miscellaneous - “Sales Practice” only. (“Non-Sales Practice” Miscellaneous Code is “99”.)

01. Misrepresentation - Where the customer complaint alleges a misstatement or omission of a material
fact.

02. Unauthorized Trading - Allegations that the transaction was done without customer's specific knowledge
and approval. (Not margin liquidation or dividend reinvestment type problem.)

03. Excessive Trading - Allegations that the trading was excessive given the size, frequency and character
of the account and/or which trading was done solely to generate commissions or other compensation with
disregard of the customers' investment objectives.

04. Suitability - Where the customer alleges that a transaction was unsuitable for his or her investment
knowledge, experience, objectives, risk tolerance and/or financial situation at the time of the transaction.

05. Failure to Follow Instructions - Includes allegations involving the RR's failure to follow specific
instructions from customers, proper power of attorney holders and from authorized parties of corporate or
other entity accounts.

06. Documentation - Includes allegations regarding material inaccuracies or omissions in documents
completed by RR or, failure of RR to obtain or provide required documents.

07. Solicitation - Allegations of improper solicitation of an account and/or transactions (includes cold calling
of prospective customers).

08. Misappropriation/Forgery - Allegations of theft or misappropriation of funds/securities, or forgery. (Not
dividend reinvestment, customer checking/debit card activity or routine transfer instruction problems.)
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09. Communications with Public - Allegations of false or misleading statements, claims, comparisons or
material omissions found in advertisements, sales literature, and other written firm communications, including
correspondence from RR to customer or prospect. (Not research/trading/investment banking/issuer/sponsor
materials.)

10. Disclosure of Fees - Where the customer alleges that he or she was not advised or advised incorrectly
by the RR relative to back-end fees associated with the product. (includes Contingent Deferred Sales
Charges (CDSC), surrender penalties, but not commissions or managed account fees).

20. Research - Allegations that transaction was based on a firm's Research opinion which allegedly
contained a material misstatement or the omission of material fact communicated to RR/customer. (Usually
coded as a “Firm v. RR” problem.)

21. Product Origination/investment Banking - Allegations that transaction was based on Investment
Banking/Issuers/Sponsor disclosure, which allegedly lacked “due diligence” in that such disclosure contained
a material misstatement or omission of a material fact communicated to the RR/customer. (Usually coded as
a “Firm v. RR” problem.)

22. Trading - Allegations that transaction was based on a Trading Department (or a support staff disclosure)
which contained a material misstatement or omission of a material fact relating to a secondary market
condition or security feature communicated to the RR/customer. (Usually coded “Firm v. RR” problem.)

23. Poor Performance - Allegations where a customer complains about the poor performance of his/her
account, but does not allege any sales practice violations against the registered representative or attribute
damages to a research analyst recommendation. (Not otherwise reportable under Sales Practice Codes 20,
21 or 22.)

24. Managed Accounts - Allegations where a customer complains about the practices of (in-house or
outside) Money Managers. (Not to be used when the RR is the Money Manager.)

25. Marketing/Sales Literature - Allegations of false or misleading statements, claims, comparisons or
material omissions found in advertisements, sales literature, and other written firm communications. (Not
research trading/investment banking/issuer/sponsor materials.)
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June 22, 1999

  

Market Surveillance

 TO: ALL MEMBERS AND MEMBER ORGANIZATIONS/CHIEF OPERATING OFFICERS

FROM: MARKET SURVEILLANCE

SUBJECT : AMENDMENTS TO {L-End} RULE 115

The Securities and Exchange Commission recently approved amendments to {L-End} Rule 115 (Disclosure
of Specialists' Orders) which permit a special to provide information about orders entrusted to the specialist in
response to an inquiry from a member conducting a market probe in the normal course of business.

The amendments permit the specialist to provide information about buying and selling interest in the market,
including the identity if any buyer or seller represented on the Display Book, i.e., the members or member
organizations who are representing the buying and selling interest. The requirement that the specialist have
express authorization from the member who entered the order to disclose the names of buyers and sellers
has been deleted. Nevertheless, a member may request that the identity of a buyer or seller not be disclosed
either as to all orders given to a specialist or in respect to a particular order left with a specialist.

With respect to stop orders, a specialist may disclose information on stop orders when the specialist believes
that a member's market probe reasonably indicates intention to trade in the stock at a price at which such
stop orders would be relevant, e.g., when a proposed trade would be effected at a price that would elect stop
orders. Percentage orders may be disclosed in the same manner as other orders which are not stop orders.

These changes will enable specialists to provide information that will facilitate bringing together buyers and
sellers more efficiently. {L-End} Rule 115 continues to require that specialists make information available in a
fair and impartial manner.

The amended rule is attached as Exhibit A. Questions concerning this matter may be addressed to Agnes
Gautier at (212) 656-4608 or Donald Siemer at (212) 656-6940.

Robert J. McSweeney

Senior Vice President

Attachment

Exhibit A

Deletions [bracketed]

Additions underscored

{L-End} Rule 115. Disclosure of Specialists' Orders [Prohibited]

[No ] A member acting as a specialist [shall directly or indirectly ] may disclose [to any person, other than a
Floor Official or other official of the Exchange, ] any information in regard to the orders entrusted to [him as ]
the specialist [, except that a specialist may disclose information contained in his book ]:

(i) for the purpose of demonstrating the methods of trading to visitors on the Floor; [and ]
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(ii) to other market centers in order to facilitate the operation of ITS or any other Application of the System
[provided, in either case, that at the same time he makes the information so disclosed available to all
members. ] ;

(iii) while acting in a market making capacity, to provide information about buying or selling interest in the
market [at or near the prevailing quotation, ] in response to an inquiry from a member conducting a market
probe in the normal course of business . [provided that the ] Information regarding stop orders may be
provided if the specialist has a reasonable basis to believe that the member intends to trade the security at a
price at which stop orders would be relevant. A specialist shall make [the same ] information available in a fair
and impartial manner to any member while on the Floor. [who shall so inquire, and further provided that the ]
A specialist shall not disclose the identity of any buyer or seller represented on his book [unless ] if expressly
[authorized ] requested not to do so by the broker who entered the order with the specialist.
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Market Surveillance

 TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

FROM: MARKET SURVEILLANCE

SUBJECT : SPECIAL STOCK LIST (IMBALANCE PUBLICATION) FOR JUNE 18, 1999, EXPIRATION
FRIDAY

June 18, 1999 is an expiration trade date.

An expiration day is a trading day prior to the expiration of index-related derivative products (futures, options
or options on futures), whose settlement pricing is based upon opening or closing prices on the Exchange, as
identified by a qualified clearing corporation (e.g., the Options Clearing Corporation).

The twelve expiration days are expiration Fridays, which fall on the third Friday in every month. If that Friday
is an Exchange holiday, there will be an expiration Thursday in such a month.

SPECIAL STOCK LIST - IMBALANCE PUBLICATION

The Exchange has identified certain stocks which will, on expiration days, follow mandatory procedures
related to the dissemination of market order imbalances before the opening. There is no special stock list
related to the close.

The special stock list applicable to the June 18, 1999 opening is attached for your reference. This list
includes selected high-capital stocks (the fifty most highly capitalized stocks in the S&P 500 Index, plus any
Major Market Index stocks not included among those fifty stocks) and selected mid-capitalized stocks (the ten
most highly capitalized stocks in the S&P MidCap 400 Index).

MANDATORY EXPIRATION DAY PROCEDURES

In summary, in relation to the opening, stocks on the special list must follow procedures related to the
publication of market order imbalances at the appointed time, 9:00 a.m.

In relation to the close, any stock that has an MOC imbalance of 50,000 shares or more must publish
at 3:40 p.m. and update that status at 3:50 p.m.

PRINTING THE CLOSE

Specialists are reminded to print the closing transaction as outlined in {L-End} Rule 116.40, which required
that any MOC imbalance must be printed against the bid or offer as appropriate followed by a second print
of the MOC paired amount, if any, which should be marked as “stopped stock”. (This is the case even if
MOC imbalance fills all “book” and Crowd interest, and regardless of whether of not specialist participation
is included.) If there is no imbalance, the paired amount should be printed at the last sale price as “stopped
stock”. Complete discussion of auxiliary opening procedures and certain procedures for handling market-on-
close (MOC) orders on expiration days appears in {L-End} Information Memo 96-34, which was published
on November 8, 1996. In addition, a complete discussion for handling MOC orders and LOC orders on
every trade date, including expiration days, appears in {L-End} Information Memo 98-20, which was
published on June 22, 1998, and became effective on June 24, 1998.
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If you have questions, you may direct them to David Fisch (212) 656-6769 or Carol Krusik (212) 656-4597.

Robert J. McSweeney

Senior Vice President

Attachment

Stock List of the Opening on June 18, 1999, Expiration Friday

    ABT          ABBOTT LABORATORIES

    ADI          ANALOG DEVICES, INC.

    AHP          AMERICAN HOME PRODUCTS CORPORATION

    AIG          AMERICAN INTERNATIONAL GROUP, INC.

    AIT          AMERITECH CORP

    AOL          AMERICA ONLINE, INC.

    ATI          AIRTOUCH COMMUNICATIONS, INC.

    AXP          AMERICAN EXPRESS COMPANY

    BAC          BANKAMERICA CORPORATION

    BBY          BEST BUY CO., INC.

    BEL          BELL ATLANTIC CORPORATION

    BLS          BELLSOUTH CORPORATION

    BMY          BRISTOL MYERS SQUIBB COMPANY

    BUD          ANHEUSER-BUSH COMPANIES, INC.
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    C            CITIGROUP, INC.

    CHV          CHEVRON CORPORATION

    CMB          CHASE MANHATTAN CORP.

    DD           DU PONT COMPANY

    DIS          WALT DISNEY COMPANY

    DOW          DOW CHEMICAL COMPANY

    EK           EASTMAN KODAK COMPANY

    *EMC         EMC CORPORATION

    F            FORD MOTOR COMPANY

    FNM          FANNIE MAE

    *FON         SPRINT CORPORATION, FON GROUP

    G            GILLETTE COMPANY

    GE           GENERAL ELECTRIC COMPANY

    GM           GENERAL MOTORS CORPORATION

    GTE          GTE CORPORATION

    HD           HOME DEPOT, INC.
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    HDI          HARLEY-DAVIDSON, INC.

    HWP          HEWLETT-PACKARD COMPANY

    IBM          INTERNATIONAL BUSINESS MACHINES CORP.

    IP           INTERNATIONAL PAPER COMPANY

    JNJ          JOHNSON AND JOHNSON

    KO           COCA-COLA COMPANY

    LLY          ELI LILLY AND COMPANY

    LU           LUCENT TECHNOLOGIES INC.

    LXK          LEXMARK INTERNATIONAL GROUP, INC.

    MCD          MCDONALDS CORPORATION

    MMM          MINNESOTA MINING AND MANUFACTURING

    MO           PHILIP MORRIS COS. INC.

    MOB          MOBIL CORPORATION

    *MOT         MOTOROLA INC.

    MRK          MERCK AND COMPANY INC.

    *MWD         MORGAN STANLEY,. DEAN WITTER CO.
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    ODP          OFFICE DEPOT, INC.

    ONE          BANK ONE CORPORATION

    PEP          PEPSICO INC.

    PFE          PFIZER INC.

    PG           PROCTOR AND GAMBLE COMPANY

    PWJ          PAINE WEBER GROUP INC.

    S            SEARS ROEBUCK AND CO.

    SBC          SBC COMMUNICATIONS INC.

    SGP          SCHERING PLOUGH CORPORATION

    SNS          SUNSTRAND CORPORATION

    SYK          STRYKER CORPORATION

    T            AMERICAN TELEPHONE AND TELEGRAPH

    *TER         TERADYNE INC.

    TWX          TIME WARNER INC.

    TYC          TYCO INTERNATIONAL LTD.

    VMC          VULCAN MATERIALS COMPANY
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    WFC          WELLS FARGO & COMPANY (NEW)

    WLA          WARNER LAMBERT COMPANY

    WMT          WAL-MART STORES INC.

    XON          EXXON CORPORATION

This list consists of the 50 highest weighed S&P 500 stocks, the 20 Major Market Index Stocks, and the 10
highest weighted S&P MidCap 400 stocks based on market values as of June 4, 1999. AFL, FTU, RD and
UMG have been deleted. The indicated (*) stocks have been added to the list.
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June 4, 1999

  

Member Firm Regulation

 TO: MEMBERS, MEMBER ORGANIZATIONS

ATTENTION: MANAGING PARTNER/CHIEF EXECUTIVE OFFICER/CHIEF FINANCIAL OFFICER/CHIEF
OPERATIONS OFFICER

SUBJECT: SEC VOLUNTARY FILING OF {L-End} FORM BD-Y2K DUE JULY 30, 1999

The Securities and Exchange Commission (SEC) is providing the opportunity for any registered broker-
dealer, on a voluntary basis, to file an updated {L-End} FORM BD-Y2K. If a broker-dealer elects to file, the
report should be prepared as of June 30, 1999 and is due on or before July 30, 1999.

The voluntary form should be filed in the same fashion as the two required forms. A broker-dealer electing
to make this filing must update each part of the form that is previously filed. Therefore, a firm that previously
filed, as of March 15, 1999, Parts I and II of {L-End} FORM BD-Y2K and an independent audit report (“Part
III”), must file updated versions of all three parts of the form.

{L-End} Rule 17a-5 under the Securities Exchange Act of 1934 required each broker-dealer with a net capital
requirement of $5,000 or greater to file Part I of {L-End} FORM BD-Y2K. A broker-dealer with a minimum net
capital requirement of $100,000 or greater is required to file Parts I and II of {L-End} FORM BD-Y2K, and if
the broker-dealer has an independent audit requirement, Part III for {L-End} FORM BD-Y2K. All parts of {L-
End} FORM BD-Y2K are to be prepared as of June 30, 1999 and must be received on of before July 30,
1999.

As stated in {L-End} information Memo No. 99-4, Part III of {L-End} FORM BD-Y2K must be a form prescribed
by the AICPA in its State of Position 98-8 dated October 28, 1998 and must accompany Parts I and II of {L-
End} FORM BD-Y2K.

A manually signed original and two copies of each {L-End} FORM BD-Y2K must be filed with the
Commissioner's principal office at Mail Stop A-2, 450 5th Street, N.W., Washington, DC 20549 and one copy
of each {L-End} FORM BD-Y2K must be filed with the firm's DEA. These reports will be publicly available from
the SEC.

The accuracy and completion of the reports are critical, since member organizations which are not able to
demonstrate Y2K compliance could be subject to regulatory actions. In order to assist you in completing the
forms, as accurately as possible, we are providing you with the following additional comments/instructions:

•Each registered broker-dealer must file its own report. Do not report for more than one broker-dealer on any
one report.

•Unsigned and/or incomplete reports will not be considered filed.

•Enter the date the report is being submitted in the space provided from Report Filing Date.

•The signatory on the cover page must be a person authorized to sign the broker-dealer FOCUS Report.

•Dates must be entered into the spaces provided in the month/day/year format: MM/DD/YYYY.

•Short written answers for “Other - Please Specify” questions should not exceed the space provided.

•Do not put any extraneous marks such as “N/A” or “does not apply” on the forms. They will be ignored.
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•The contact person, in Part I - Question 3(b) should be the person who will by primarily responsible to
answer questions regarding your response.

•Responses to Part II - {L-End} FORM BD-Y2K (the narrative part) must be typed. Include the Broker-Dealer's
Name, SEC File No., CRD No., Report Date (7/30/99), and Filing Date on each sheet

•Completed forms must be preserved in accordance with {L-End} SEA Rules 17a-3 and {L-End} 4 (3 years).

•All parts (Parts I, II, and III) must be mailed together and received by the DEA and SEC no later than due
date.

•Although you are not required to do so, it is recommended that your BD-Y2K forms be sent via a verifiable
method (i.e., USPS Return Receipt, Express Mail, etc.).

Additional Guidelines for the Independent Public Accountant Report (Part III)

•The broker-dealer must complete its {L-End} Form BD-Y2K (Parts I and II) before the auditor's review.

•The broker-dealer must engage a firm to do this based upon the “as of June 30, 1999” reporting date. The
accountant providing the independent public accountant's report does not have to be the same one used for
your yearly audited financial statement.

•Submissions must include the Part III cover sheet (attached) which provides the name and address of the
auditor used.

•The broker-dealer must submit the independent public accountant's report as Part III with Part I and II. {L-
End} Form BD-Y2K will not be considered “filed” unless all three parts are received together with the signed
cover sheet by July 30th due date.

•Part III must contain the BD Name, SEC File Number, CRD No., Report Date (7/30/99), and Filing Date.

If you elect to file, please complete the attached form(s) and forward copy to:

New York Stock Exchange, Inc.

20 Broad Street

22nd Floor

New York, New York 10005

Attention: Anne Marie Garcia - Regulatory Group Support

If you have any questions or comments regarding this Information Memo, please contact your finance
coordinator.

Salvatore Pallante

Senior Vice President

Attachment

Appendix A

Broker/Dealer - Year 2000 Report

{L-End} FORM BD-Y2K

                                                                      

OMB APPROVAL
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                                                 OMB Number:                             
     3235-0511

                                                 Expires:                            
 December 31, 1999

                                                 Estimated average burden hours per

                                                 response:                               
             2

VOLUNTARY

Cover Page

Submit Report To: (original plus 2 copies to the SEC; one copy to DEA)

United State Securities and Exchange Commission

Mail Stop A-2

450 5th Street, N.W. Washington, D.C. 20549

                                                                          Report   []
 August 31, 1998

                                                                          For:     []
 April 30, 1999

                                                                                   []
 July 30, 1999

                                                                                         
        MM       DD       YYYY

                                                                                         
          Report Filing Date

Reporting Entity

  Name of Broker/Dealer:
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  SEC File No:             

8-

  CRD File No:

Address of Principal Place of Business (Do Not Use P.O. Box No.):

 ______________________________________________________________________________________________________________________________

   Street Address

 ______________________________________________________________________________________________________________________________

   City                                                       State                   
 Zip

Contact Person Responsible for Filling Out This Form (Please provide your business
 address and

phone number):

         Name:      
 __________________________________________________________________________________________________________

         Title:     
 __________________________________________________________________________________________________________

         Phone:     
 __________________________________________________________________________________________________________

         Address:   
 __________________________________________________________________________________________________________
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         City                                                 State                   
 Zip

                    
 __________________________________________________________________________________________________________

         Signature  
 __________________________________________________________________________________________________________

         Title      
 __________________________________________________________________________________________________________

Attention: Intentional misstatements or omissions of fact constitutes Federal Criminal
 Violations.

(See 18 U.S.C. 1001 and 15 U.S.C. 78ff (a))

                                                                                 SEC 2435
 (6-98)

PART I VOLUNTARY

                                                                          Report   []
 August 31, 1998

                                                                          For:     []
 April 30, 1999

                                                                                   []
 July 30, 1999

                                                                                         
        MM       DD       YYYY

                                                                                         
          Report Filing Date
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Firm Name     
 ________________________________________________________________________________________________________________

Firm Address  
 ________________________________________________________________________________________________________________

                  City                                            State                  
     Zip

SEC File No:              

8-

Firm CRD No:

1.    Year 2000 compliance plan

      (a)     Do you have a plan for Year 2000 compliance to address whether your
 computer systems will operate correctly

              after December 31, 1999?

              []      Yes

              []      No

      (b)     If not, are you:

              []      Developing a written plan? It is expected to be completed by:

                                                                                         
        MM       DD       YYYY

              []      Not developing a written plan because you do not plan to be
 conducting business after January 1,
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                      2000?

                      Plan to be out of business by:

                                                                                         
        MM       DD       YYYY

              []      Other (Please specify)

_______________________________________________________________________________________________________________________________

_______________________________________________________________________________________________________________________________

                      

If you do not have a plan, go to question 2.

      (c)     Does the plan address external interfaces with third party computer systems
 that communicate with your systems?

              []      Yes

              []      No

      (d)     Is your Year 2000 compliance plan in writing?

              []      Yes

              []      No

      (e)     Who has approved the plan? (Check all that apply)
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              []      No approval

              []      Board of Directors

              []      Corporate officers

              []      Executive management

              []      Head of Information Technology

              []      Employees

      (f)     Has the plan been discussed with your outside auditors?

              []      Yes

              []      No

      (g)     What is the scope of coverage of the plan? (Check all that apply)

              []      All systems

              []      Mission critical systems

              []      Physical facilities

              []      Communications systems

      (h)     Which of your facilities does the plan cover? (Check all that apply)

              []       Our primary facility
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              []       Certain U.S. facilities

              []       All U.S. facilities

              []       Certain facilities worldwide

              []       All facilities worldwide

              []       We have no international facilities

      (i)     Are your activities for non-U.S. clients covered by the plan?

              []       Yes

              []       No

              []       Not Applicable

2.    Funding for Year 2000 compliance

      (a)     Please indicate the month your fiscal year begins:

                  /            /

                        MM

      (b)     Has specific funding been allocated for fiscal year 1998, fiscal year 1999,
 or fiscal year 2000 for your Year 2000

              compliance plan?

              (i)        1998
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                         []   Yes

                         []   No

              (ii)       1999

                         []   Yes

                         []   No

              (iii)      2000

                         []   Yes

                         []   No

              

If funding has not been allocated for fiscal year 1999 or fiscal year 2000, mark “no.” If
 you marked “no” “for

              

1998, 1999, and 2000 go to question 3.

      (c)     What is your specific 1998 fiscal year budget allocation for Year 2000
 compliance (including operating and

              capital expenditures)?

              []       Less than $1,000
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              []       $1,001 - $10,000

              []       $10,001 - $50,000

              []       $50,001 - $100,000

              []       $100,001 - $500,000

              []       $500,001 - $1 million

              []       $1 million - $2 million

              []       $2 million - $5 million

              []       $5 million - $10 million

              []       $10 million - $20 million

              []      $20 million - $50 million

              []      $50 million - $100 million

              []      Over $100 million

      (d)     What items are contained in your 1998 budget for Year 2000 compliance?
 (Check all that apply)

              []      Assessment of the problem

              []      Correction of systems

              []      Replacement of systems
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              []      Internal testing

              []      Point-to-point testing (including testing with broker-dealers,
 custodians, transfer agents, clearing

                      agencies, other service providers, 

etc.)

              []      Training

              []      SIA industry wide testing

              []      Implementation of contingency plans

              

If you marked “no” “for fiscal year 1999 and fiscal year 2000 in question 2(b), go to
 question 3.

      (e)     What is your specific 1999 fiscal year budget allocation for Year 2000
 compliance (including operating and

              capital expenditures)?

              []      Less than $1,000

              []      $1,001 - $10,000

              []      $10,001 - $50,000

              []      $50,001 - $100,000

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

643

http://researchhelp.cch.com/License_Agreement.htm


              []      $100,001 - $500,000

              []      $500,001 - $1 million

              []      $1 million - $2 million

              []      $2 million - $5 million

              []      $5 million - $10 million

              []      $10 million - $20 million

              []      $20 million - $50 million

              []      $50 million - $100 million

              []      Over $100 million

      (f)     What items are contained in your 1999 budget for Year 2000 compliance?

              (Check all that apply)

              []      Assessment of the problem

              []      Correction of systems

              []      Replacement of systems

              []      Internal testing
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              []      Point-to-point testing (including testing with broker-dealers,
 custodians, transfer agents, clearing

                      agencies, other service providers, 

etc.)

              []      Training

              []      SIA industry wide testing

              []      Implementation of contingency plans

              

If you marked “no” “for fiscal year 2000 in question 2(b), go to question 3.

      (g)     What is your specific 2000 fiscal year budget allocation for Year 2000
 compliance (including operating and

              capital expenditures)?

              []      Less than $1,000

              []      $1,001 - $10,000

              []      $10,001 - $50,000

              []      $50,001 - $100,000

              []      $100,001 - $500,000

              []      $500,001 - $1 million
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              []      $1 million - $2 million

              []      $2 million - $5 million

              []      $5 million - $10 million

              []      $10 million - $20 million

              []      $20 million - $50 million

              []      $50 million - $100 million

              []      Over $100 million

      (h)     What items are contained in your 2000 budget for Year 2000 compliance?

              (Check all that apply)

              []      Assessment of the problem

              []      Correction of systems

              []      Replacement of systems

              []      Internal testing

              []      Point-to-point testing (including testing with broker-dealers,
 custodians, transfer agents, clearing

                      agencies, other service providers, 
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etc.)

              []      Training

              []      SIA industry wide testing

              []      Implementation of contingency plans

3.    Persons responsible for Year 2000

      (a)     Has one or more individuals been designated as responsible for your Year
 2000 compliance?

              []      Yes

              []      No

      (b)     If yes, please provide the following information on the person primarily
 responsible:

_______________________________________________________________________________________________________________________________

  Name

_______________________________________________________________________________________________________________________________

  Title

_______________________________________________________________________________________________________________________________

  Business Name

_______________________________________________________________________________________________________________________________
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  Street Address

_______________________________________________________________________________________________________________________________

  City                                                                               
 State                         Zip

4.    Staffing for Year 2000

      (a)     Is this a full-time project for at least one individual (including both
 employees and consultants)?

              []  Yes

              []  No

      (b)     If yes, how many individuals are working full time on Year 2000 compliance?

              []  1

              []  2-5

              []  6-10

              []  11-20

              []  21-50

              []  51-100

              []  101-200
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              []  over 200

      (c)     Have you hired third parties to assist you on Year 2000 issues?

              []  Yes

              []  No

      (d)     If yes, what function(s) are the third parties performing?

              (Check all that apply)

              []  Assessment of the problem

              []  Correction of systems

              []  Replacement of systems

              []  Internal testing

              []  Training

              []  Vendor assessment

              []  Point-to-point testing (including testing with broker-dealers,
 custodians, transfer agents, clearing

                  agencies, other service providers, 

etc.)
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              []  SIA industry wide testing

              []  Other (Please specify):  
 ________________________________________________________________________________

                
 ___________________________________________________________________________________________________________

      (e)     If you have not completed staffing your Year 2000 project, are you?

              []  Defining resources. This will be completed by:

                                                                                         
        MM       DD       YYYY

              []  Unable to find sufficient staffing resources.

              []  Handling the staffing as part of your ongoing business operations.

5.    Inventory of systems

      (a)     Have you inventoried all systems?

              []       Yes

              []       No

      (b)     What is the nature of the computer systems you utilize? (Check all that
 apply)

              []       Off the shelf

              []       Vendor provided
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              []       In house developed (custom made)

              []       Other (Please specify):

                    
 ____________________________________________________________________________________________________

                    
 ____________________________________________________________________________________________________

      (c)     Have you identified your mission critical systems?

              []       Yes

              []       No

      (d)     If no, this will be completed by:

                                                                                         
        MM       DD       YYYY

      (e)     Have you determined which of your mission critical systems are not
 currently Year 2000 compliant?

              []       Yes

              []       No

6.    Awareness of the problem

      (a)     What steps have you taken to enhance awareness of potential Year 2000
 Problems?

              (Check all that apply)
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              []       None to date

              []       Designated individuals for Year 2000 compliance

              []       Presentations to the Board

              []       Presentations to management

              []       Presentations to employees

              []       Contacted third parties

              []       Other (Please specify):

                    
 ____________________________________________________________________________________________________

                    
 ____________________________________________________________________________________________________

7.    Progress on preparing mission critical systems for the Year 2000

      What is your progress on the following stages of preparation for the Year 2000?

      (a)     

Assessment of steps you will take to address Year 2000 Problems with your mission
 critical systems

              (including preparing an inventory of computer systems affected by the Year
 2000):
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              []       0% complete

              []       1-25%

              []       26-50%

              []       51-75%

              []       76-99%

              []       complete

              If not completed, assessment expected to be completed by:

                                                                                         
        MM       DD       YYYY

      (b)     

Implementation of steps you will take to address Year 2000 Problems with your mission
 critical systems:

              []       0% complete

              []       1-25%

              []       26-50%

              []       51-75%

              []       76-99%

              []       complete
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              If not completed, assessment expected to be completed by:

                                                                                         
        MM       DD       YYYY

      (c)     

Testing of your mission critical internal systems:

              []       0% complete

              []       1-25%

              []       26-50%

              []       51-75%

              []       76-99%

              []       complete

              If not completed, assessment expected to be completed by:

                                                                                         
        MM       DD       YYYY

      (d)     Did your testing of internal systems result in material exceptions that
 remain unresolved as of this filing?

              []       Yes

              []       No
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      (e)     Point-to-point testing of your mission critical systems (including testing
 with other broker-dealers,

              other financial institutions, customers, and vendors):

              []       0% complete

              []       1-25%

              []       26-50%

              []       51-75%

              []       76-99%

              []       complete

              If not completed, assessment expected to be completed by:

                                                                                         
        MM       DD       YYYY

      (f)     Did your point-to-point testing result in material exceptions that remain
 unresolved as of this filing?

              []       Yes

              []       No

      (g)     

Implementation of tested software that addresses Year 2000 Problems with your mission
 critical systems:
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              []       0% complete

              []       1-25%

              []       26-50%

              []       51-75%

              []       76-99%

              []       complete

              If not completed, implementation expected to be completed by:

                                                                                         
        MM       DD       YYYY

8.    Progress on preparing all other systems for the Year 2000

      What is your progress on the following stages of preparation for the Year 2000?

      (a)     

Assessment of steps you will take to address Year 2000 Problems with your non-critical
 systems

              (including preparing an inventory of computer systems affected by the Year
 2000):

              []       0% complete

              []       1-25%
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              []       26-50%

              []       51-75%

              []       76-99%

              []       complete

              If not completed, assessment expected to be completed by:

                                                                                         
        MM       DD       YYYY

      (b)     

Implementation of steps you will take to address Year 2000 Problems with your non-
critical systems:

              []       0% complete

              []       1-25%

              []       26-50%

              []       51-75%

              []       76-99%

              []       complete

              If not completed, implementation expected to be completed by:
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        MM       DD       YYYY

      (c)     

Testing of your non-critical internal systems:

              []       0% complete

              []       1-25%

              []       26-50%

              []       51-75%

              []       76-99%

              []       complete

              If not completed, testing expected to be completed by:

                                                                                         
        MM       DD       YYYY

      (d)     Did your testing of internal systems result in material exceptions that
 remain unresolved as of this filing?

              []       Yes

              []       No

      (e)     
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Point-to-point testing of your non-critical systems (including testing with other broker-
dealers, other financial

              

institutions, customers, and vendors):

              []       0% complete

              []       1-25%

              []       26-50%

              []       51-75%

              []       76-99%

              []       complete

              If not completed, testing expected to be completed by:

                                                                                         
        MM       DD       YYYY

      (f)     Did your point-to-point testing result in material exceptions that remain
 unresolved as of this filing?

              []       Yes

              []       No

      (g)     
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Implementation of tested software that addresses Year 2000 Problems with your non-
critical systems:

              []       0% complete

              []       1-25%

              []       26-50%

              []       51-75%

              []       76-99%

              []       complete

              If not completed, implementation expected to be completed by:

                                                                                         
        MM       DD       YYYY

9.    Contingency Plans

      (a)     Do you have a contingency plan for your systems if, after December 31,
 1999, you have problems caused by Year

              2000 Problems?

              []       Yes

              []       No

      (b)     If yes, is the contingency plan in writing?
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              []       Yes

              []       No

              []       Not Applicable

      (c)     If not, what is your progress in preparing a contingency plan?

              []       0% complete

              []       1-25%

              []       26-50%

              []       51-75%

              []       76-100%

      (d)     What is the scope of coverage of the contingency plan?

              (Check all that apply)

              []       No systems

              []       Mission critical systems

              []       Physical facilities

              []       Communication systems

              []       All systems
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      (e)     Who has approved the contingency plan?

              (Check all that apply)

              []       No approval

              []       Board of Directors

              []       Corporate officers

              []       Executive management

              []       Head of Information Technology

              []       Employees

10.   Third parties (including clearing firms, vendors, service providers,
 counterparties, 

etc.) who provide mission

      

critical systems

      (a)     Have you identified all third parties upon whom you rely for your mission
 critical systems?

              []       Yes

              []       No
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      (b)     If yes, how many third parties do you rely upon for your mission critical
 systems?

            _________________________________

                     (numeric value)

      (c)     What percentage of third parties upon whom you rely for mission critical
 systems have you contacted regarding

              their readiness for the Year 2000?

              []       0% complete

              []       1-25%

              []       26-50%

              []       51-75%

              []       76-99%

              []       all

              If not all, contact expected to be completed by:

                                                                                         
        MM       DD       YYYY

      (d)     Has any third party upon whom you rely for mission critical systems
 declined or failed to provide you with

              assurances that it is taking the necessary steps to prepare for the Year
 2000?
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              []       Yes

              []       No

              []       Not Applicable

      (e)     If yes, how many third parties providing mission critical systems have not
 provided such assurances?

            _________________________________

                     (numeric value)

      (f)     Does your contingency plan account for third parties whose systems may fail
 after December 31, 1999?

              []       Yes

              []       No

              []       We have no contingency plan

VOLUNTARY

PART II

                                                                          Report   []
 August 31, 1998

                                                                          For:     []
 April 30, 1999

                                                                                   []
 July 30, 1999

                                                                                         
        MM       DD       YYYY
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          Report Filing Date

                                                                                         
                 I

   Firm Name     
 _____________________________________________________________________________________________________

   Firm Address  
 _____________________________________________________________________________________________________

                 
 _____________________________________________________________________________________________________

                   City                                         State                    
                   Zip

   SEC File No:    

8-

   Firm CRD No:

Pursuant to {L-End} Section 240.17a-5(e)(5)(iv), identify a specific person or persons that are available to
discuss the contents of this report and please respond to each of the following questions in narrative form.
Each question must be answered, even if your answer covers the same topics included in Part I of this Form.

(A) Has the broker's or dealer's board of directors (or similar body) approved and funded plans for preparing
and testing its computer systems for Year 2000 Problems?

(B) Do the broker's or dealer's plans for preparing and testing its computer systems for Year 2000 Problems
exist in writing and do the plans address all mission critical computer systems of the broker or dealer
wherever located throughout the world?

(C) Has the broker or dealer assigned existing employees, hired new employees, or engaged third parties
to provide assistance in addressing Year 2000 Problems? If so, provide a description of the work that these
groups of individuals have performed as of the date of each report.

(D) What is the broker's or dealer's current progress on each stage of preparation for potential problems
caused by Year 2000 Problems? These stages are:

(1) Awareness of potential Year 2000 Problems;

(2) Assessment of what steps the broker or dealer must take to address Year 2000 Problems;
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(3) Implementation of the steps needed to address Year 2000 Problems;

(4) Internal testing of software designed to address Year 2000 Problems, including the number and a
description of the material exceptions resulting from such testing that are unresolved as of the reporting date;

(5) Point-to-point or industry wide testing of software designed to address Year 2000 Problems (including
testing with other brokers or dealers, other financial institutions, and customers), including the number and a
description of the material exceptions resulting from such testing that are unresolved as of the reporting date;
and

(6) Implementation of tested software that will address Year 2000 Problems.

(E) Does the broker or dealer have written contingency plans in the event, that after December 31, 1999, it
has problems caused by Year 2000 Problems?

(F) What levels of management of the broker or dealer are responsible for addressing potential problems
caused by Year 2000 Problems? Provide a description of the responsibilities for each level of management
regarding the Year 2000 Problems.

(G) Provide any additional material information concerning the broker's or dealer's management of Year 2000
Problems that will help the Commission and the designated examining authorities assess the readiness of the
broker or dealer for the Year 2000.

VOLUNTARY

(Due on or before July 30, 1999)

Independent Public Accountant Report (Part III) Cover Sheet:

Please complete the following information, attach to the Independent Public Accountant Report (Part III), and
return with Part I and II of {L-End} Form BD-Y2K on or before April 30, 1999.

Name and address of Independent Public Accountant/Auditing Firm:

  
 ____________________________________________________________________________________________________________________

    Independent Public Accountant Firm

  
 ____________________________________________________________________________________________________________________

    Street Address

  
 ____________________________________________________________________________________________________________________

    City                                                                      State      
                   Zip

Copyright 2019, NYSE Group, Inc. All rights reserved.
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The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

667

http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 99-26

Click to open document in a browser

May 28, 1999

  

Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: MANAGING PARTNER/CHIEF EXECUTIVE OFFICER/CHIEF OPERATIONS OFFICER/
CHIEF FINANCIAL OFFICER

SUBJECT: PROPRIETARY ACCOUNTS OF INTRODUCING BROKER-DEALERS (PAIB) RESERVE
COMPUTATION

The Division of Market Regulation of the Securities and Exchange Commission (“Commission”) issued a “no-
action” letter on November 3,1998 concerning the capital treatment of assets in the proprietary accounts of an
introducing broker (“PAIB”) which are held by a clearing broker.

The letter provides that an introducing broker may only include PAIB assets as allowable assets in its net
capital computation when the introducing broker and the clearing broker have entered into a PAIB agreement
set forth in the SEC “no-action” letter. (interpretation Memo #98-10 contains the “no-action” letter).

Under the “no-action” letter, which is effective June 1, 1999, clearing brokers must perform a reserve
computation for PAIB assets of all its introducing brokers in accordance with the customer reserve
computation set forth in {L-End} Rule 15c3-3. (Interpretation Memo #99-6 contains the PAIB interpretations
and PAIB Allocation Chart).

The PAIB reserve computations must be prepared within the same timeframes as those prescribed by {L-
End} Rule 15c3-3 for the customer reserve formula.

In addition, effective with the June FOCUS filing, the computation must be filed with the monthly FOCUS
Report using the PAIB Computation Schedule (page 8A). Attached is a copy of this schedule, which is
currently being sent to all member firms through the PC Service Center. If you have any questions about the
electronic version of the form, please contact PC Service Center at 212-383-2062.

If you have any questions regarding this Information Memo, please contact your Finance Coordinator.

Salvatore Pallante

Senior Vice President

RETAIN ALL INTERPRETATION/INFORMATION MEMOS FOR FUTURE REFERENCE

Attachment

FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT PART II

BROKER OR DEALER                                             as of   ____________________

COMPUTATION FOR DETERMINATION OF PAIB RESERVE REQUIREMENTS FOR BROKER-
DEALERS
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CREDIT BALANCES

   Free credit balances and other credit balances in proprietary accounts of introducing
 brokers           

$_______   2110

   (PAIB)

   2. Monies borrowed collateralized by securities carried for PAIB                      
                __________   2120

   3. Monies payable against PAIB securities loaned (see Note 2 - PAIB)                  
                __________   2130

   4. PAIB securities failed to receive                                                  
                __________   2140

   5. Credit balances in firm accounts which are attributable to principal sales to PAIB 
                __________   2150

   6. Other (List)                                                                       
                __________   2160

   7. TOTAL PAIB CREDITS                                                                 
         $      __________   2170

   

DEBIT BALANCES

   8. Debit balances in PAIB excluding unsecured accounts and accounts doubtful of
 collection              

$_______   2180
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   9. Securities borrowed to effectuate short sales by PAIB and securities borrowed to
 make              __________   2190

   delivery on PAIB securities failed to deliver

   10. Failed to deliver of PAIB securities not older than 30 calendar days              
                __________   2200

   11. Margin required and on deposit with the Options Clearing Corporation for all
 option               __________   2210

   contracts written or purchased in PAIB accounts

   12. Other (List)                                                                      
                __________   2220

   13. TOTAL PAIB DEBITS                                                                 
         $      __________   2230

   

RESERVE COMPUTATION

   14. Excess of total PAIB debits over total PAIB credits (line 13 less line 7)         
         $      __________   2240

   15. Excess of total PAIB credits over total PAIB debits (fine 7 less line 13)         
                __________   2250

   16. Excess debits in customer reserve formula computation                             
                __________   2260

   17. PAIB Reserve Requirement (line 15 less line 16)                                   
                __________   2270

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

670

http://researchhelp.cch.com/License_Agreement.htm


   18. Amount held on deposit in “Reserve Bank Account(s)”, including

   $ _____________ 2275, value of qualified securities, at end of reporting period       
                __________   2280

   19. Amount of deposit (or withdrawal) including

   $ _____________ 2285 value of qualified securities                                    
                __________   2290

   20. New amount in Reserve Bank Account(s) after adding deposit of subtracting

   $ _____________ 2295 value of qualified securities                                    
         $      __________   2300

   21. Date of deposit (MMDDYY)                                                          
                __________   2310

FREQUENCY OF COMPUTATION                                                                 
                     OMIT PENNIES

Weekly  ________________  2320         Monthly  ________________________  2330

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Market Surveillance

 TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

FROM: MARKET SURVEILLANCE

SUBJECT : SPECIAL STOCK LIST (IMBALANCE PUBLICATION) FOR MAY 21, 1999, EXPIRATION
FRIDAY

May 21, 1999 is an expiration trade date.

An expiration day is a trading day prior to the expiration of index-related derivative products (futures, options
or options on futures), whose settlement pricing is based upon opening or closing prices on the Exchange, as
identified by a qualified clearing corporation (e.g., the Options Clearing Corporation).

The twelve expiration days are expiration Fridays, which fall on the third Friday in every month. If that Friday
is an Exchange holiday, there will be an expiration Thursday in such a month.

SPECIAL STOCK LIST.—IMBALANCE PUBLICATION

The Exchange has identified certain stocks which will, on expiration days, follow mandatory procedures
related to the dissemination of market order imbalances before the opening. There is no special stock list
related to the close.

The special stock list applicable to the May 21, 1999 opening is attached for your reference. The list
includes selected high-capitalized stocks (the fifty most highly capitalized stocks in the S&P 500 Index, plus
any Major Market Index stocks not included among those fifty stocks) and selected mid-capitalized stocks
(the ten most highly capitalized stocks in the S&P MidCap 400 Index).

MANDATORY EXPIRATION DAY PROCEDURES

In summary, in relation to the opening, stocks on the special list must follow procedures related to the
publication of market order imbalances at the appointed time, 9:00 a.m.

In relation to the close, any stock that has an MOC imbalance of 50,000 shares or more must publish
at 3:40 p.m. and update that status at 3:50 p.m.

PRINTING THE CLOSE

Specialists are reminded to print the closing transaction as outlined in {L-End} Rule 116.40, which requires
that any MOC imbalance must be printed against the bid or offer as appropriate followed by a second print
of the MOC paired amount, if any, which should be marked as “stopped stock”. (This is the case even if the
MOC imbalance fills all “book” and Crowd interest, and regardless of whether or not specialist participation
is included.) If there is no imbalance, the paired amount should be printed at the last sale price as “stopped
stock.”

Complete discussion of auxiliary opening procedures and procedures for handling market-on-close (MOC)
orders on expiration days appears in {L-End} Information Memo 96-34, which was published on November 8,
1996. In addition, a complete discussion for handling MOC orders and LOC orders on every trade date
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including expiration days, appears in {L-End} Information Memo 98-20 which was published on June
22, 1998, and became effective on June 24, 1998.

If you have any questions, you may direct them to David Fisch (212) 656-6769 or Carol Krusik (212)
656-4597.

_________________________

Robert J. McSweeney

Senior Vice President

Attachments

Stock List for the Opening on May 21, 1999, Expiration Friday

        ABT            ABBOTT LABORATORIES

        *ADI           ANALOG DEVICES, INC.

        AFL            AFLAC INCORPORATED

        AHP            AMERICAN HOME PRODUCTS CORPORATION

        AIG            AMERICAN INTERNATIONAL GROUP INC.

        AIT            AMERITECH CORP.

        AOL            AMERICA ONLINE INC.

        ATI            AIRTOUCH COMMUNICATIONS, INC.

        AXP            AMERICAN EXPRESS COMPANY

        BAC            BANKAMERICA CORPORATION

        BBY            BEST BUY CO., INC.

        BEL            BELL ATLANTIC CORPORATION
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        BLS            BELLSOUTH CORPORATION

        BMY            BRISTOL MYERS SQUIBB COMPANY

        BUD            ANHEUSER-BUSCH COMPANIES, INC.

        C              CHRYSLER CORPORATION

        CDN            CADENCE DESIGN SYSTEMS, INC.

        CHV            CHEVRON CORPORATION

        CMB            CHASE MANHATTAN CORP.

        DD             DU PONT COMPANY

        DIS            WALT DISNEY COMPANY

        DOW            DOW CHEMICAL COMPANY

        EK             EASTMAN KODAK COMPANY

        F              FORD MOTOR COMPANY

        FNM            FEDERAL NATIONAL MORTGAGE ASSOCIATION

        FTU            FIRST UNION CORPORATION

        G              GILLETTE COMPANY

        GE             GENERAL ELECTRIC COMPANY
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        GM             GENERAL MOTORS CORPORATION

        GTE            GTE CORPORATION

        HD             HOME DEPOT INC.

        HDI            HARLEY-DAVIDSON INC.

        HWP            HEWLETT-PACKARD COMPANY

        IBM            INTERNATIONAL BUSINESS MACHINES CORP.

        IP             INTERNATIONAL PAPER COMPANY

        JNJ            JOHNSON AND JOHNSON

        KO             COCA-COLA COMPANY

        LLY            ELI LILLY AND COMPANY

        LU             LUCENT TECHNOLOGIES INC.

        LXK            LEXMARK INTERNATIONAL GROUP, INC.

        MCD            MCDONALDS CORPORATION

        MMM            MINNESOTA MINING AND MANUFACTURING

        MO             PHILIP MORRIS COS. INC.

        MOB            MOBIL CORPORATION
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        MRK            MERCK AND COMPANY INC.

        ODP            OFFICE DEPOT, INC.

        PEP            PEPSICO INC.

        PFE            PFIZER INC.

        PG             PROCTER AND GAMBLE COMPANY

        PWJ            PAINE WEBBER GROUP INC.

        *RD            ROYAL DUTCH PETROLEUM COMPANY

        S              SEARS ROEBUCK AND CO.

        SBC            SOUTHWESTERN BELL CORPORATION

        SGP            SCHERING PLOUGH CORP.

        *SNS           SUNSTRAND CORPORATION

        *SYK           STRYKER CORPORATION

        T              AMERICAN TELEPHONE AND TELEGRAPH

        TWX            TIME WARNER INC.

        TYC            TYCO INTERNATIONAL LTD.

        *UMG           MEDIAONE GROUP, INC.
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        VMC            VULCAN MATERIALS COMPANY

        WFC            WELLS FARGO & COMPANY (NEW)

        WLA            WARNER LAMBERT COMPANY

        WMT            WAL-MART STORES INC.

        XON            EXXON CORPORATION

This list consists of the 50 highest weighted S&P 500 stocks, the 20 Major Market Index stocks, and the 10
highest weighted S&P MidCap 400 stocks based on market values as of May 7, 1999. CDN, CPQ, EMC, KSU
and NEG have been deleted. The indicated (*) stocks have been added to the list.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF OPERATIONS OFFICERS/PARTNERS

SUBJECT: AMENDMENTS TO {L-End} RULE 387 (“COD ORDERS”)

{L-End} Rule 387 prescribes procedures for transactions conducted on a COD (“Collection On Delivery”)
or POD (“Payment On Delivery”) basis. On May 7, 1999, the Securities and Exchange Commission (the
“Commission”) issued Release No. 34-41378 which approved amendments to {L-End} Rule 387. The
amendments allow certain private vendors (“Qualified Vendors”), who meet prescribed standards, to provide
electronic confirmation/affirmation services for COD/POD depository-eligible transactions of customers of
members and member organizations. Prior to the amendments, these services could only be performed by
registered securities depository/clearing agencies. Settlement of such transactions may only be effected
through the facilities of a clearing agency.

Among other requirements, a Qualified Vendor must certify to customers utilizing its services as to the
integrity and capacity of its confirmation/affirmation system and that the Qualified Vendor's current assets
exceed its current liabilities by at least five hundred thousand dollars. In addition, a Qualified Vendor must
initially submit, and continue to submit on an annual basis, an Auditor's Report to the Commission staff which
is not deemed unacceptable by the Commission.

The complete text of the amendments can be found in Exhibit A. Any questions regarding this memo may be
directed to Stephen Kasprzak at (212) 656-5226 or Mary Anne Furlong at (212) 656-4823.

Salvatore Pallante

Senior Vice President

EXHIBIT A

Additions underscored

Deletions [bracketed]

Amendments to {L-End} Rule 387 (“COD Orders”)

{L-End} Rule 387.

(a) No member organization shall accept an order from a customer pursuant to an arrangement whereby
payment for securities purchased or delivery of securities sold is to be made to or by an agent of the
customer unless all of the following procedures are followed:

(1) through (4) No change.

[(5) The customer or its agent shall utilize the facilities of a securities depository for the confirmation,
acknowledgement and book entry settlement of all depository eligible transactions.]
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(5) The facilities of a Clearing Agency shall be utilized for the book-entry settlement of all depository eligible
transactions. The facilities of either a Clearing Agency or a Qualified Vendor shall be utilized for the electronic
confirmation and affirmation of all depository eligible transactions.

Supplementary Material:

.10 No change.

.30 For the purposes of this rule, a [“securities depository”] “Clearing Agency” shall mean a Clearing Agency
as defined in {L-End} Section 3(a)(23) of the Securities Exchange Act of 1934, that is registered with the
Securities and Exchange Commission (“Commission”) pursuant to {L-End} Section 17A(b)(2) of the Act or
has obtained from the Commission an exemption from registration granted specifically to allow the Clearing
Agency to provide confirmation and affirmation services.

40. For the purposes of this rule, “depository eligible transactions” shall mean transactions in those securities
for which confirmation, [acknowledgment] affirmation, and book entry settlement can be performed through
the facilities of a [securities depository] Clearing Agency as defined in {L-End} Rule 387.30.

.50 “Qualified Vendor” shall mean a vendor of electronic confirmation and affirmation services that:

(A) shall, for each transaction subject to this rule: (i) deliver a trade record to a Clearing Agency in the
Clearing Agency's format; (ii) obtain a control number for the trade record from the Clearing Agency; (iii)
cross-reference the control number to the confirmation and subsequent affirmation of the trade; and (iv)
include the control number when delivering the affirmation of the trade to the Clearing Agency;

(B) certifies to its customers that: (i) with respect to its electronic trade confirmation/affirmation system, that it
has a capacity requirements, evaluation, and monitoring process that allows the vendor to formulate current
and anticipated estimated capacity requirements; (ii) that its electronic trade confirmation/affirmation system
has sufficient capacity to process the specified volume of data that it reasonably anticipates to be entered
into its electronic trade confirmation/affirmation service during the upcoming year; (iii) that its electronic trade
confirmation/affirmation system has formal contingency procedures, that the entity has followed a formal
process of reviewing the likelihood of contingency occurrences, and that the contingency protocols are
reviewed and updated on a regular basis; (iv) that its electronic trade confirmation/affirmation system has a
process for preventing, detecting, and controlling any potential or actual systems integrity failures, and its
procedures designed to protect against security breaches are followed; and (v) that its current assets exceed
its current liabilities by at least five hundred thousand dollars;

(C) has submitted and shall continue to submit on an annual basis, an Auditor's Report to the Commission
staff which is not deemed unacceptable by the Commission. An Auditor's Report will be deemed
unacceptable if it contains any findings of material weakness;

(D) notifies the Commission staff immediately in writing of any changes to its systems that significantly affect
or have the potential to significantly affect its electronic trade confirmation/affirmation systems including,
without limitation, changes that: (i) affect or potentially affect the capacity or security of its electronic trade
confirmation/affirmation system; (ii) rely on new or substantially different technology; or (iii) provide a new
service to the Qualified Vendor's electronic trade confirmation/affirmation system,

(E) immediately notifies the Commission staff in writing if it intends to cease providing services;

(F) provides the Exchange with copies of any submissions to the Commission staff made pursuant to .50(B),
(C), (D) and (E) of this rule within ten business days; and

(G) supplies supplemental information regarding their electronic trade confirmation/affirmation services as
requested by the Exchange or the Commission staff.

60. “Auditor's Report” shall mean a written report which is prepared by competent, independent, external audit
personnel in accordance with the standards of the American Institute of Certified Public Accountants and the
Information Systems Audit and Control Association and which (i) verifies the certifications contained in .50(B)
above; (ii) contains a risk analysis of all aspects of the entity's information technology systems including,
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without limitation, computer operations, telecommunications, data security, systems development, capacity
planning and testing, and contingency planning and testing; and (iii) contains the written response of the
entity's management to the information provided pursuant to (i) and (ii) above.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER/LEGAL AND COMPLIANCE
OFFICER

SUBJECT: Implementation of Securities Exchange Act Regulation ATS, {L-End} Forms ATS, {L-End}
ATS-R and new additions to {L-End} Rules 17a-3, {L-End} 17a-4

On December 8, 1998 the Securities and Exchange Commission (“SEC”) by Release '34-40760 adopted
Regulation ATS (“Reg ATS”), {L-End} Forms ATS and {L-End} ATS-R for Alternative Trading Systems (“ATS”)
which replace {L-End} SEA Rule 17a-23, and its accompanying forms. Broker-dealers which operate systems
other than those defined as Alternative Trading Systems no longer will have a filing requirement with the
SEC and their designated examining authority (“DEA”). Further, the Release include new additions to {L-End}
Rules 17a-3 and {L-End} 17a-4 under the Securities Exchange Act of 1934 which establish recordkeeping,
reporting and preservation requirements for brokers and dealers using internal trading systems. These rules
are contained in the Federal Register Volume 63, Number 245, dated December 22, 1998.

RULES REQUIREMENTS

This package of rules redefines the term “exchange.” It generally requires the registration of a trading system
as an “exchange” unless exempt upon compliance with Regulation ATS. Regulation ATS mandates that an
ATS must be registered as a broker-dealer and comply with all of the substantive provisions of Reg ATS,
which includes:

•SEA Rule 300 (Definitions)

•SEA Rule 301 (Requirements for Alternative Trading Systems which includes filing {L-End} Forms ATS and
{L-End} ATS-R)

•SEA Rule 302 (Recordkeeping requirements for Alternative Trading Systems)

•SEA Rule 303 (Record preservation requirements for Alternative Trading Systems)

{L-End} Form ATS, which is the Initial Operation Report (Amendment to Initial Operation Report, or Cessation
of Operations Report for an ATS) is filed with the SEC and with the organization's DEA. The Initial Operations
Report must be filed at least 20 days prior to beginning operations. {L-End} Form ATS-R is a Quarterly Report
of Alternative Trading System Activities and is to be filed only with the SEC.

Reg ATS requires an ATS to display its best-priced orders in the public quotation system when it accounts for
5% or more of the average daily trading volume in the United States (during four of the last six months) with
respect to any exchange-listed or NASDAQ security. The ATS must provide the ability to effect transactions
against those orders to members of the exchange or association with which it is linked.

An ATS must also establish objective written standards for granting access to the system when it accounts
for 20% or more of the average trading volume in the United States (during four of the last six months) in any
such exchange-listed or NASDAQ security and comply with system capacity and stress requirements, as well
as an annual independent audit of its facilities.
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Reg ATS was effective April 21, 1999 with three exceptions.

1) The requirements for an ATS meeting the 20% test in trading debt securities pursuant to {L-End} Rule
301(b)(5) will become effective on April 21, 2000.

2) The public display requirement for an ATS accounting for 5% or more of all trading volume in NASDAQ
securities pursuant to {L-End} Rule 301(b)(3) has been deferred by the SEC to four different time stages
commencing August 23, 1999. The listing of these NASDAQ securities, is contained in Schedules A, B & C to
'34-41297 and their effective public display dates is contained in the text of this Release dated April 16, 1999.

3) The public display requirement for ATS entities accounting for 5% or more of all trading volume in
exchange-listed securities pursuant to {L-End} Rule 301(b)(3) is delayed until a mechanism is developed to
display those orders.

As noted, internal broker-dealer systems must comply with new additions to {L-End} SEA Rule 17a-3(a)(16)
which states specified records that must be maintained as well as to {L-End} SEA Rule 17a-4(b)(11) which
sets forth specific time-frames during which they must be preserved.

NOTIFICATION REQUIREMENTS

Members and member organizations are requested to notify the Exchange within 30 days if they:

•are subject to Regulation ATS

•satisfy the ATS 5% test - naming each such NYSE security

•satisfy the ATS 20% test - naming each such NYSE security

•constitute “an internal broker-dealer system” for purposes of {L-End} SEA Rules 17a-3(a)(16) and {L-End}
17a-4(b)(11)

NYSE members and member organizations that have prexisting Alternative Trading Systems are reminded
of the requirement to have filed {L-End} Form ATS with the SEC and the Exchange (or other DEA) within
20 days from April 21, 1999 (i.e., May 11, 1999). If you have not already done so, you are reminded to file
{L-End} Form ATS promptly, but in any event this Form must be filed at least 20 days prior to beginning
operations for new systems.

These responses and any questions should be directed to your finance coordinator.

Salvatore Pallante

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: MANAGING PARTNER/CHIEF EXECUTIVE OFFICER/CHIEF FINANCIAL OFFICER/CHIEF
OPERATIONS OFFICER

SUBJECT: FOCUS FILING DUE DATES (Effective May 1999 FOCUS Filing)

Some Exchange members and member organizations have chosen to file FOCUS Part II or Part IIA as of a
date other than the last calendar day of the month or quarter. For members or member organizations electing
to do so, the Exchange requires that the FOCUS Report be submitted 17 business days from the month-end
closing date (the as of date of the FOCUS Report).

For example, for a member or member organization electing the last business Friday of the month as the
report date, the FOCUS Report is due 17 business days from that date and not 17 business days from
calendar month-end.

If you have any questions or comments regarding this Information Memo, please contact your Finance
Coordinator.

Salvatore Pallante

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Member Firm Regulation

 PLEASE ROUTE TO REGISTRATION, LEGAL AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: FLOOR EMPLOYEES: REGISTRATION; TERMINATION; DUAL EMPLOYMENT AND
COMPENSATION

The Exchange is issuing this Information Memorandum to remind members and member organizations of
the Exchange's requirements with respect to registration, termination, dual employment and compensation of
their Floor employees.

Qualifications and Registrations - Submission of {L-End} Form U-4

{L-End} Rule 35 requires submission to the Exchange of a completed Uniform Application for Securities
Industry Registration or Transfer ({L-End} Form U-4) for all prospective Floor employees (including but
not limited to Post Clerks and Booth Clerks also known as Trading Assistants). {L-End} Form U-4 requires
detailed disclosure of background information, including employment and disciplinary history. {L-End} Rule
35 also requires that all Floor employees of members and member organizations be fingerprinted. Further,
all employees who will function as Trading Assistants must satisfy the three-month training requirement and

pass the Trading Assistant Qualification Examination (Series 25). 1 

Members and member organizations are reminded of their obligation under {L-End} Rule 345.11 to thoroughly
investigate the background of persons whom they contemplate employing. Investigation requirements for
persons required to be registered with the Exchange include verification of the information contained on {L-

End} Form U-4 and review of the most recent {L-End} Form U-5, if applicable. 2 

A {L-End} Form U-4, fingerprint card and Floor ticket (application for Exchange-issued identification card)
for each prospective Floor employee must be submitted to the NYSE's Qualifications and Registrations
Department for processing prior to admittance to the Floor. A package containing all required forms may
be obtained at NYSE, 20 Broad Street, 22nd Floor Receptionist's Desk.

Additionally, Floor employees who function in a clerical capacity, including Trading Assistants, are prohibited
from acting in the capacity of a member. However, Floor employees may accept orders from public customers

if they are properly licensed e.g., Series 7 or 7B qualified 3  , and only if employed by a member or member
organization approved to conduct a public business. Floor employees may not take the Series 7 or 7B
examinations unless they are employed by a member or member organization that is approved to conduct a
public business. Income earned by a Floor employee for public business must be recorded on the member or
member organization employer's books.

Registration - Temporary Floor Employees

Temporary Floor employees (including temporary trading assistants) are subject to the same registration
requirements as all other Floor employees. It is required that members and member organizations submit
fingerprints and file {L-End} Form U-4 for all prospective temporary Floor employees prior to admittance to
the Floor. Further, temporary Floor employees will not be permitted on the Floor if they have not obtained an
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Exchange-issued identification card. Visitor's badges are not acceptable identification cards for temporary
Floor employees. Members and member organizations that permit such an employee to work on the Floor
using a visitors badge may be subject to disciplinary action by the Exchange.

Termination of Employment - Submission of {L-End} Form U-5

Members and member organizations are reminded of the requirement to file a Uniform Termination Notice
for Securities Industry Registration ({L-End} Form U-5) with the Exchange's Qualifications & Registrations
Department within 30 days of the termination of any Floor employee. In addition, a letter must be sent to
the Exchange's Floor Services Department (11 Wall Street, 20th Floor) within 5 business days notifying the
Exchange of terminations for billing purposes.

Moreover, the Exchange has recently amended its “Floor Conduct and Safety Guidelines” to require members
and member organizations to notify the NYSE's Security Office of a Floor employee's termination within 24
hours. In addition, all Exchange-issued identification cards must be returned to the NYSE's Security Office no
later than five business days after termination of a Floor employee. Floor employees who are reassigned to
other positions with a member or member organization that no longer require access to the Floor shall follow
the procedures for notification of Floor Services as well as the return of Exchange-issued identification cards
to Security.

Outside Employment and Other Compensation ({L-End} Rule 346)

{L-End} Exchange Rule 346 requires all employees, including Floor employees, to request and obtain written
consent of their member or member organization employer prior to being employed or compensated by any
other person. If an employee works for more than one member or member organization, each employer must
file a {L-End} Form U-4 application with the Exchange's Qualifications & Registrations Department, and is
responsible for ensuring the accuracy of the {L-End} Form U-4 prior to submission.

Records of Compensation to Floor Employees - {L-End} Rule 350

A record of all compensation paid to Floor employees must be maintained by his or her member or member
organization employer pursuant to {L-End} Rule 350(c). If dually employed, each employer is required to
maintain such a record. Any compensation paid to a Floor employee must be recorded on the respective
employer's financial books and records.

Members and member organizations should educate their employees as to these rule requirements and to
firm policy and procedures for obtaining approval. Members and member organizations are reminded that
failure to file appropriate forms and keep adequate and current records including copies of {L-End} Form U-4
and {L-End} U-5 for their employees could result in disciplinary action.

Any questions concerning registration or termination of Floor employees (excluding Floor members about
whom you should contact Membership Services) may be directed to Ms. Fran Garvey, Qualifications and
Registrations Department at 212-656-5567. All other questions regarding this memorandum may be directed
to your Finance Coordinator at the Exchange.

Salvatore Pallante

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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1  See {L-End} Information Memo Nos. 99-5 and {L-End} 99-12, dated January 25,1999 and February 24,
1999, respectively, for more information on Series 25.

2  See also {L-End} Information Memo No. 97-20, dated April 15, 1997 regarding the Joint Regulatory
Sales Practice Sweep including "best hiring practices" (III.A).

3  See {L-End} Information Memo No. 94-31, dated July 29, 1994 for further information as to whom may
take the Series 7B Examination.
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Member Firm Regulation

 PLEASE ROUTE TO REGISTRATION, LEGAL AND COMPLIANCE DEPARTMENTS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: MANAGING PARTNER/CHIEF EXECUTIVE OFFICER/CHIEF OPERATIONS OFFICER/
CHIEF FINANCIAL OFFICER/COMPLIANCE AND LEGAL DEPARTMENT

SUBJECT: AGREEMENTS COVERING PROPRIETARY ACCOUNTS OF INTRODUCING BROKERS
(“PAIB”) HELD BY CLEARING BROKERS

REMINDER

In a letter dated November 3, 1998 to the New York Stock Exchange and NASD Regulation, the SEC Division
of Market Regulation has taken a “no action” position with respect to the net capital treatment of assets in
proprietary accounts of introducing brokers (“PAIB”). The letter was included in Interpretation Memo Number
98-10, dated December 10, 1998. This “no action” position allows an introducing broker to include PAIB
assets as allowable assets in its net capital computation as long as the introducing broker and clearing broker
adhere to the elective procedures regarding the PAIB Agreement that are set forth in the “no action” letter.

The “no action” letter provides that the PAIB Agreement is one in which an introducing broker and its clearing
broker agree, in writing, to perform the PAIB calculation commencing on June 1, 1999 in accordance with the
nine provisions. It is necessary that these agreements be in place by June 1, 1999 to eliminate an adverse
impact on the Net Capital of an introducing broker.

Member firms should consult with their legal counsel on their approach to effecting these agreements.
The PAIB Agreement can be made a part of the {L-End} Rule 382 Clearing Agreement if the clearing
agreement allows for amendments. If a separate PAIB Agreement is prepared (currently there is no “uniform”
agreement), it must contain the nine provisions as stated in the “no action” letter.

Questions regarding this Information Memo should be directed to your Finance Coordinator.

Salvatore Pallante

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Market Surveillance

 TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

FROM: MARKET SURVEILLANCE

SUBJECT : SPECIAL STOCK LIST (IMBALANCE PUBLICATION) FOR APRIL 16, 1999, EXPIRATION
FRIDAY

April 16, 1999 is an expiration trade date.

An expiration day is a trading day prior to the expiration of index-related derivative products (futures, options
or options on futures), whose settlement pricing is based upon opening or closing prices on the Exchange, as
identified by a qualified clearing corporation (e.g., the Options Clearing Corporation).

The twelve expiration days are expiration Fridays, which fall on the third Friday in every month. If that Friday
is an Exchange holiday, there will be an expiration Thursday in such a month.

SPECIAL STOCK LIST.—IMBALANCE PUBLICATION

The Exchange has identified certain stocks which will, on expiration days, follow mandatory procedures
related to the dissemination of market order imbalances before the opening. There is no special stock list
related to the close.

The special stock list applicable to the April 16, 1999 opening is attached for your reference. The list
includes selected high-capitalized stocks (the fifty most highly capitalized stocks in the S&P 500 Index, plus
any Major Market Index stocks not included among those fifty stocks) and selected mid-capitalized stocks
(the ten most highly capitalized stocks in the S&P MidCap 400 Index).

MANDATORY EXPIRATION DAY PROCEDURES

In summary, in relation to the opening, stocks on the special list must follow procedures related to the
publication of market order imbalances at the appointed time, 9:00 a.m.

In relation to the close, any stock that has an MOC imbalance of 50,000 shares or more must publish
at 3:40 p.m. and update that status at 3:50 p.m.

PRINTING THE CLOSE

Specialists are reminded to print the closing transaction as outlined in {L-End} Rule 116.40, which requires
that any MOC imbalance must be printed against the bid or offer as appropriate followed by a second print
of the MOC paired amount, if any, which should be marked as “stopped stock”. (This is the case even if the
MOC imbalance fills all “book” and Crowd interest, and regardless of whether or not specialist participation
is included.) If there is no imbalance, the paired amount should be printed at the last sale price as “stopped
stock.”

Complete discussion of auxiliary opening procedures and procedures for handling market-on-close (MOC)
orders on expiration days appears in {L-End} Information Memo 96-34, which was published on November 8,
1996. In addition, a complete discussion for handling MOC orders and LOC orders on every trade date
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including expiration days, appears in {L-End} Information Memo 98-20 which was published on June
22, 1998, and became effective on June 24, 1998.

If you have any questions, you may direct them to David Fisch (212) 656-6769 or Carol Krusik (212)
656-4597.

___________________________

Robert J. McSweeney

Senior Vice President

Attachment

Stock List for the Opening on April 16, 1999, Expiration Friday

         ABT                ABBOTT LABORATORIES

         AFL                AFLAC INCORPORATED

         AHP                AMERICAN HOME PRODUCTS CORPORATION

         AIG                AMERICAN INTERNATIONAL GROUP INC.

         AIT                AMERITECH CORP.

         AOL                AMERICA ONLINE INC.

         ATI                AIRTOUCH COMMUNICATIONS, INC.

         AXP                AMERICAN EXPRESS COMPANY

         BAC                BANKAMERICA CORPORATION

         BBY                BEST BUY CO., INC.

         BEL                BELL ATLANTIC CORPORATION

         BLS                BELLSOUTH CORPORATION
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         BMY                BRISTOL MYERS SQUIBB COMPANY

         BUD                ANHEUSER-BUSCH COMPANIES, INC.

         C                  CHRYSLER CORPORATION

         CDN                CADENCE DESIGN SYSTEMS, INC.

         CHV                CHEVRON CORPORATION

         CMB                CHASE MANHATTAN CORP.

         CPQ                COMPAQ COMPUTER CORPORATION

         DD                 DU PONT COMPANY

         DIS                WALT DISNEY COMPANY

         DOW                DOW CHEMICAL COMPANY

         EK                 EASTMAN KODAK COMPANY

         EMC                EMC CORPORATION

         F                  FORD MOTOR COMPANY

         FNM                FEDERAL NATIONAL MORTGAGE ASSOCIATION

         FTU                FIRST UNION CORPORATION

         G                  GILLETTE COMPANY
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         GE                 GENERAL ELECTRIC COMPANY

         GM                 GENERAL MOTORS CORPORATION

         GTE                GTE CORPORATION

         HD                 HOME DEPOT INC.

         HDI                HARLEY-DAVIDSON INC.

         HWP                HEWLETT-PACKARD COMPANY

         IBM                INTERNATIONAL BUSINESS MACHINES CORP.

         IP                 INTERNATIONAL PAPER COMPANY

         JNJ                JOHNSON AND JOHNSON

         KO                 COCA-COLA COMPANY

         KSU                KANSAS CITY SOUTHERN INDUSTRIES, INC.

         LLY                ELI LILLY AND COMPANY

         LU                 LUCENT TECHNOLOGIES INC.

         LXK                LEXMARK INTERNATIONAL GROUP, INC.

         MCD                MCDONALDS CORPORATION

         MMM                MINNESOTA MINING AND MANUFACTURING
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         MO                 PHILIP MORRIS COS. INC.

         MOB                MOBIL CORPORATION

         MRK                MERCK AND COMPANY INC.

         *NEG               ENERGY EAST CORPORATION (HOLDING COMPANY)

         ODP                OFFICE DEPOT, INC.

         ONE                BANK ONE CORPORATION

         PEP                PEPSICO INC.

         PFE                PFIZER INC.

         PG                 PROCTER AND GAMBLE COMPANY

         PWJ                PAINE WEBBER GROUP INC.

         S                  SEARS ROEBUCK AND CO.

         SBC                SOUTHWESTERN BELL CORPORATION

         SGP                SCHERING PLOUGH CORP.

         T                  AMERICAN TELEPHONE AND TELEGRAPH

         TWX                TIME WARNER INC.

         TYC                TYCO INTERNATIONAL LTD.
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         VMC                VULCAN MATERIALS COMPANY

         WFC                WELLS FARGO & COMPANY (NEW)

         WLA                WARNER LAMBERT COMPANY

         WMT                WAL-MART STORES INC.

         XON                EXXON CORPORATION

This list consists of the 50 highest weighted S&P 500 stocks, the 20 Major Market Index stocks, and the
10 highest weighted S&P MidCap 400 stocks based on market values as of April 1, 1999. SKS has been
deleted. The indicated (*) stock has been added to the list.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

693

http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 99-19

Click to open document in a browser

April 9, 1999

  

Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: MANAGING PARTNER/CHIEF EXECUTIVE OFFICER/CHIEF FINANCIAL OFFICER AND
CHIEF OPERATIONS OFFICER

SUBJECT: YEAR 2000 UPDATE - WRITTEN RESPONSE REQUIRED

Year 2000 Compliance Certification

The Year 2000 (“Y2K”) written certification by the Chief Executive Officer or Senior Managing Partner that is
required to be submitted to the Exchange pursuant to {L-End} Information Memo No. 99-4 has been revised
based on comments received from the industry. The new certification language is attached and should be
submitted to the Exchange on the member organization's letterhead. Members and member organizations
are still expected to complete all internal Y2K remediation and implementation of systems by June 30, 1999.
This certification must be received by the Exchange on or before July 9. 1999 if Y2K compliant.

Failure to submit the signed certification by July 9, 1999 will indicate a lack of Y2K preparedness and will
result in special monitoring by the Exchange of the organization's efforts. In addition, the Exchange could
impose business restrictions and, for carrying member organizations, require the introduction of its customer
accounts on a fully disclosed basis to a Y2K compliant carrying and clearing firm.

Y2K Command Centers

In order to be able to assess our member organizations' operational readiness to conduct business on
January 3, 2000, the Exchange is establishing command centers over the New Year's weekend. The
Exchange's regulatory staff will be working to collect information from member organizations at that time.
We expect member organizations to have sufficient staff available over this weekend so that an assessment
regarding their preparedness can be made.

In order to facilitate this data collection, the NYSE along with other SROs and the SEC are developing a
single questionnaire which will be issued well in advance of January 2000 so that member organizations will
be familiar with the staffing requirements and the type of information that will be sought by the SROs. The
Exchange plans to collect this information electronically and share it with the SEC and other SROs.

If you have any questions or comments regarding this Information Memo, please contact your Finance
Coordinator at the Exchange.

Salvatore Pallante

Senior Vice President

(Firm's Letterhead)

Re: Year 2000 Compliance Certification

Dear:

This letter is to advise you that ________________________________________ has
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                                           Firm Name

a reasonable basis for believing that it is now Year 2000 compliant as defined by
 Exchange

Information Memo No. 99-4 and has met the generic milestones as outlined in that Memo.

Subject to routine development and maintenance not related to the Year 2000 effort, all
 Year

2000 work is completed other than ongoing testing, and there are no known remaining
 systems,

programming changes, or checks to be made, other than those involving outside providers
 or

services (e.g., service bureaus, clearing brokers, market data services, etc.).

We understand that as part of the Exchange's ongoing monitoring of members and member organizations
regarding Year 2000 compliance, we will be contacted periodically to reconfirm our organization's Year 2000
compliance status. Should we undertake any systems changes that would change our compliance status as
indicated above, we will promptly notify the Exchange.

Very truly yours,

Chief Executive Officer

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Market Surveillance

 TO: ALL MEMBERS AND MEMBER ORGANIZATIONS/CHIEF OPERATING OFFICERS

SUBJECT : NEW {L-End} RULE 80A COLLARS AND {L-End} RULE 80B CIRCUIT BREAKER LEVELS
FOR THE SECOND QUARTER 1999

EFFECTIVE APRIL 1 through JUNE 30,1999

•{L-End} Rule 80A restrictions on index arbitrage trading in component stocks of the S&P 500 Stock Price

Index SM *   will be imposed when the Dow Jones Industrial Average SM **   (“DJIA”) is above or below its
closing value on the previous trading day by:

190 points or more

•{L-End} Rule 80A restrictions will be removed when the DJIA is above or below its closing value on the
previous trading day by:

90 points or less

•Index arbitrage order entry restrictions will be re-imposed each time the DJIA advances or declines 190
points from the prior day's close.

•{L-End} Rule 80B trading halts will be triggered when the DJIA declines below its closing value on the
previous trading day by:

1,000 points (Level 1)

1,950 points (Level 2)

2,950 points (Level 3)

{L-End} Rule 80A

Whenever {L-End} Rule 80A collars are in effect due to a decline in the DJIA, all index arbitrage orders to
sell any component stock of the S & P 500 Stock Price Index must be marked “sell plus”; and whenever the
collars are in effect due to an advance in the DJIA, all index arbitrage orders to buy must be marked “buy
minus”.

{L-End} Rule 80B

Whenever a {L-End} Rule 80B circuit breaker is in effect, trading in all stocks on the Exchange will halt for the
time periods specified below.

Level 1 Halt

a) before 2:00 p.m. - one hour;

b) at 2:00 p.m. or later but before 2:30 p.m. - 30 minutes;
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c) at 2:30 p.m. or later - trading shall continue, unless there is a Level 2 halt.

Level 2 Halt

a) before 1:00 p.m. - two hours;

b) at 1:00 p.m. or later but before 2:00 p.m. - one hour;

c) at 2:00 p.m. or later - trading shall halt and not resume for the remainder of the day.

Level 3 Halt

at any time - trading shall halt and not resume for the remainder of the day

A complete discussion of the calculation of trigger values for {L-End} Rule 80A and {L-End} Rule 80B was
published in {L-End} Information Memo No. 99-8, dated February 12, 1999 and {L-End} Information Memo
98-15, dated April 13, 1998, respectively.

Questions concerning these matters may be addressed to Agnes Gautier at (212) 656-4608 or Donald
Siemer at (212) 656-6940.

Robert J. McSweeney

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

*  "Standard & Poor's 500 Stock Price Index" is a service mark of Standard & Poor's Corporation
**  "Dow Jones Industrial Average" is a service mark of Dow Jones & Company, Inc.
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March 12, 1999

  

Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: FLOOR MEMBERS, MANAGING PARTNER, CHIEF EXECUTIVE OFFICER, CHIEF
OPERATIONS OFFICER AND COMPLIANCE OFFICER

SUBJECT: NEW EXAMINATION PROGRAM FOR FLOOR MEMBERS, AND BOOKS AND RECORDS
REQUIREMENTS

Consistent with its responsibilities for regulatory oversight of its members and member organizations, the
Exchange has implemented a new examination program for floor members and member organizations that
engage in business solely with members, member organizations and non-member broker/dealers.

The examination program will be conducted on a routine cycle and without prior notice to the member
or member organization. It will include a review of the books and records for financial compliance, trade
executions, and other floor activities. In addition, the annual examination program for member organizations
dealing with the public has been expanded to include a review and test of procedures that address
supervision of floor activities by all employees, including Floor members.

It is of critical importance that members and member organizations make and maintain current and
accurate books and records and retain those records in a readily accessible place.

{L-End} Securities Exchange Act Rule 17a-3 is the principal rule which sets forth the books and records
required to be made by all broker-dealers. In addition, {L-End} Rule 17a-4 establishes the time periods and
the manner in which such books and records must be preserved and made accessible.

These rules and NYSE rules relating to record maintenance, such as {L-End} Rule 123 (“Record of Orders”),
{L-End} Rule 410 (“Records of Orders”) and {L-End} Rule 440 (“Books and Records”), apply to all members
and member organizations - including those acting solely as Floor brokers and that do not conduct business
with public customers.

Members and member organizations have a continuing responsibility to make and preserve records,
which are sufficient to satisfy the requirements of the above rules and to substantiate reports made to the
Exchange.

The following is a list of some of the record keeping requirements applicable to all members and member
organizations and the time periods during which they must be retained:

General Ledgers * 

•Blotters containing an itemized daily record of all purchases, sales, receipts and deliveries of securities and
of all receipts and disbursements of cash (17a-3(a)(1))

•General ledger of all assets and liabilities, income and expense and capital accounts - maintained on an
accrual basis (17a-3(a)(2))

•Ledger accounts (17a-3(a)(3))

Subsidiary Records of Particular Significance
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•Securities position book (17a-3(a)(5)) * 

•Checkbooks, bank statements, cancelled checks and cash reconciliations (17a-4(b)(2)) ** 

•A memorandum of each brokerage and principal order and any other instruction for the purchase or sale
of securities whether or not executed and whether or not originated on the Floor.—including cancellations,

modifications and execution reports (17a-3(a)(6) & (7)) ** 

•Originals of all communications received and copies of all communications sent (including inter-office
memoranda, copies of communications with all regulatory authorities and copies of {L-End} SEC Form BD)

(17a-4(b)(4)) ** 

•Monthly trial balances and, as applicable, computations of aggregate indebtedness and net capital and

internal audit working papers (17a-4(b)(5)) ** 

•All bills receivable or payable (or copies thereof), paid or unpaid, relating to the business of the member or

member organization (17a-4(b)(3)) ** 

•A questionnaire or application for employment executed by each partner, officer, director and employee,
usually {L-End} Form U-4, to be preserved for a period of not less than three years after termination of
association by the individual (17a-3(a)(12))

•All written agreements (or copies thereof) entered into by members or member organizations relating to their
business activities - including compensation arrangements, soft dollar and other agreements with respect to

any account, and basic organizational documents (17a-4(b)(7); 17a-4(d)) ** 

Records Required Pursuant to Exchange Rules & Practices

The Exchange requires the retention of documents necessary to substantiate and support expenses and
receipts. Thus, for example, commissions paid and received must be supported by their underlying invoices
and floor tickets.

{L-End} Exchange Rule 134(d)(ii) mandates retention of Questioned Trade Tickets and detailed records
relating to error transactions, whether for the member's own account, for that of his or her member
organization or that of another member or member organization.—including the audit trail data elements
prescribed in {L-End} Exchange Rule 132.

Both {L-End} Rules 123 and {L-End} 410 require the preservation for a minimum of three years, of the records
of orders which they prescribe. Similarly, records of the payments of gratuities and compensation, addressed
at {L-End} Exchange Rule 350, are to be retained for at least three years.

Each of the records enumerated above and the records otherwise set forth in SEC, Exchange and other
regulatory rules, necessarily need to be complete and accurate in each detail. These requirements apply to all
members and member organizations, whether they conduct solely a Floor business or engage in Floor activity
as part of a larger business mix.

As noted above, the listing in this Memorandum is intended to serve as a useful list of some of the record
requirements and does not constitute a full or all-inclusive list. Questions, in this regard, should be directed to
your Finance Coordinator at the Exchange.

Salvatore Pallante

Senior Vice President

*** These agreements normally are to be retained for 3 years after their expiration except that partnership and
corporate articles, minute books and stock certificate books are to be preserved for the life of the enterprise.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

*  These records are to be retained for not less than 6 years, the first two in an easily accessible place.
*  These records are to be retained for not less than 6 years, the first two in an easily accessible place.

**  These records are to be maintained for a period of not less than 3 years, the first two in an easily
accessible place.

**  These records are to be maintained for a period of not less than 3 years, the first two in an easily
accessible place.

**  These records are to be maintained for a period of not less than 3 years, the first two in an easily
accessible place.

**  These records are to be maintained for a period of not less than 3 years, the first two in an easily
accessible place.

**  These records are to be maintained for a period of not less than 3 years, the first two in an easily
accessible place.

**  These records are to be maintained for a period of not less than 3 years, the first two in an easily
accessible place.
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Market Surveillance

 TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

FROM: MARKET SURVEILLANCE

SUBJECT : SPECIAL STOCK LIST (IMBALANCE PUBLICATION) FOR MARCH 19, 1999, EXPIRATION
FRIDAY

March 19, 1999 is an expiration trade date.

An expiration day is a trading day prior to the expiration of index-related derivative products (futures, options
or options on futures), whose settlement pricing is based upon opening or closing prices on the Exchange, as
identified by a qualified clearing corporation (e.g., the Options Clearing Corporation).

The twelve expiration days are expiration Fridays, which fall on the third Friday in every month. If that Friday
is an Exchange holiday, there will be an expiration Thursday in such a month.

SPECIAL STOCK LIST.—IMBALANCE PUBLICATION

The Exchange has identified certain stocks which will, on expiration days, follow mandatory procedures
related to the dissemination of market order imbalances before the opening. There is no special stock list
related to the close.

The special stock list applicable to the March 19, 1999 opening is attached for your reference. The list
includes selected high-capitalized stocks (the fifty most highly capitalized stocks in the S&P 500 Index, plus
any Major Market Index stocks not included among those fifty stocks) and selected mid-capitalized stocks
(the ten most highly capitalized stocks in the S&P MidCap 400 Index).

MANDATORY EXPIRATION DAY PROCEDURES

In summary, in relation to the opening, stocks on the special list must follow procedures related to the
publication of market order imbalances at the appointed time, 9:00 a.m.

In relation to the close, any stock that has an MOC imbalance of 50,000 shares or more must publish
at 3:40 p.m. and update that status at 3:50 p.m.

PRINTING THE CLOSE

Specialists are reminded to print the closing transaction as outlined in {L-End} Rule 116.40, which requires
that any MOC imbalance must be printed against the bid or offer as appropriate followed by a second print
of the MOC paired amount, if any, which should be marked as “stopped stock”. (This is the case even if the
MOC imbalance fills all “book” and Crowd interest, and regardless of whether or not specialist participation
is included.) If there is no imbalance, the paired amount should be printed at the last sale price as “stopped
stock.”

Complete discussion of auxiliary opening procedures and procedures for handling market-on-close (MOC)
orders on expiration days appears in {L-End} Information Memo 96-34, which was published on November 8,
1996. In addition, a complete discussion for handling MOC orders and LOC orders on every trade date
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including expiration days, appears in {L-End} Information Memo 98-20 which was published on June
22, 1998, and became effective on June 24, 1998.

If you have any questions, you may direct them to David Fisch (212) 656-6769 or Carol Krusik (212)
656-4597.

___________________________

Robert J. McSweeney

Senior Vice President

Attachments

Stock List for the Opening on March 19, 1999, Expiration Friday

         ABT               ABBOTT LABORATORIES

         AFL               AFLAC INCORPORATED

         AHP               AMERICAN HOME PRODUCTS CORPORATION

         AIG               AMERICAN INTERNATIONAL GROUP INC.

         AIT               AMERITECH CORP.

         AOL               AMERICA ONLINE INC.

         ATI               AIRTOUCH COMMUNICATIONS, INC.

         AXP               AMERICAN EXPRESS COMPANY

         BAC               BANKAMERICA CORPORATION

         BBY               BEST BUY CO., INC.

         BEL               BELL ATLANTIC CORPORATION

         BLS               BELLSOUTH CORPORATION
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         BMY               BRISTOL MYERS SQUIBB COMPANY

         BUD               ANHEUSER-BUSCH COMPANIES, INC.

         C                 CHRYSLER CORPORATION

         CDN               CADENCE DESIGN SYSTEMS, INC.

         CHV               CHEVRON CORPORATION

         CMB               CHASE MANHATTAN CORP.

         CPQ               COMPAQ COMPUTER CORPORATION

         DD                DU PONT COMPANY

         DIS               WALT DISNEY COMPANY

         DOW               DOW CHEMICAL COMPANY

         EK                EASTMAN KODAK COMPANY

         EMC               EMC CORPORATION

         F                 FORD MOTOR COMPANY

         FNM               FEDERAL NATIONAL MORTGAGE ASSOCIATION

         FTU               FIRST UNION CORPORATION

         G                 GILLETTE COMPANY
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         GE                GENERAL ELECTRIC COMPANY

         GM                GENERAL MOTORS CORPORATION

         GTE               GTE CORPORATION

         HD                HOME DEPOT INC.

         HDI               HARLEY-DAVIDSON INC.

         HWP               HEWLETT-PACKARD COMPANY

         IBM               INTERNATIONAL BUSINESS MACHINES CORP.

         IP                INTERNATIONAL PAPER COMPANY

         JNJ               JOHNSON AND JOHNSON

         KO                COCA-COLA COMPANY

         KSU               KANSAS CITY SOUTHERN INDUSTRIES, INC.

         LLY               ELI LILLY AND COMPANY

         LU                LUCENT TECHNOLOGIES INC.

         LXK               LEXMARK INTERNATIONAL GROUP, INC.

         MCD               MCDONALDS CORPORATION

         MMM               MINNESOTA MINING AND MANUFACTURING
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         MO                PHILIP MORRIS COS. INC.

         MOB               MOBIL CORPORATION

         MRK               MERCK AND COMPANY INC.

         ODP               OFFICE DEPOT, INC.

         ONE               BANK ONE CORPORATION

         PEP               PEPSICO INC.

         PFE               PFIZER INC.

         PG                PROCTER AND GAMBLE COMPANY

         PWJ               PAINE WEBBER GROUP INC.

         S                 SEARS ROEBUCK AND CO.

         SBC               SOUTHWESTERN BELL CORPORATION

         SGP               SCHERING PLOUGH CORP.

         SKS               SAKS INCORPORATED

         T                 AMERICAN TELEPHONE AND TELEGRAPH

         TWX               TIME WARNER INC.

         TYC               TYCO INTERNATIONAL LTD.
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         VMC               VULCAN MATERIALS COMPANY

         WFC               WELLS FARGO & COMPANY (NEW)

         WLA               WARNER LAMBERT COMPANY

         WMT               WAL-MART STORES INC.

         XON               EXXON CORPORATION

This list consists of the 50 highest weighted S&P 500 stocks, the 20 Major Market Index stocks, and the
10 highest weighted S&P MidCap 400 stocks based on market values as of March 5, 1999. MDT has been
deleted. There are no additions.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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March 4, 1999

  

Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF OPERATIONS OFFICERS/PARTNERS

SUBJECT: EFFECTIVENESS OF AMENDMENTS TO {L-End} RULE 412 (“CUSTOMER ACCOUNT
TRANSFER CONTRACTS”) AND RELATED INTERPRETATION

The amendments to {L-End} Rule 412 and its interpretation outlined in {L-End} NYSE Information Memo
Number 99-1 became effective February 22, 1999, coincidental with the implementation of enhancements to
the Automated Customer Account Transfer System (ACATS).

Any questions relating to this memorandum may be directed to Stephen A. Kasprzak at (212) 656-5226.

Salvatore Pallante

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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February 26, 1999

  

Market Surveillance

 TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF OPERATING OFFICERS

SUBJECT: AMENDMENTS TO PERCENTAGE ORDER RULES

The Securities and Exchange Commission recently approved amendments to the election and conversion of
percentage orders, {L-End} Rules 13 and {L-End} 123A.30. The amendments are attached as Exhibit A, and
Exhibit B contains a detailed explanation of how percentage orders are handled, including specific examples.
The amendments will be effective March 1, 1999.

Amendments to {L-End} Rule 13

Amendments to {L-End} Rule 13 allow for a new percentage order type and additional instructions on last sale
percentage orders.

New Type of Order: Immediate Execution or Cancel Election (CAP-I or CAP-DI)

A new percentage order type has been added to {L-End} Rule 13. An “immediate execution or cancel
election” instruction requires the specialist to cancel an elected portion of the percentage order unless the
elected portion is executed immediately (in whole or in part) at the price of the electing transaction or better.
Any elected portion which is not immediately executed reverts to its status as an unelected percentage order,
subject to subsequent election or conversion.

The initial “I” may be used to identify these orders. When used with CAP orders, the I may be added at the
end, i.e., CAP-I or CAP-Dl.

The CAP-DI order guides the specialist to represent the order to ensure that the elected portion will go along
with the market, by either not initiating a significant price change, or lagging behind the market.

Last Sale - Cumulative Volume (LS-CV)

This instruction provides additional flexibility to the customer. A last sale percentage order may be marked
with the instruction “last sale - cumulative volume”. This will permit an elected portion of a last sale
percentage order to be re-entered on the specialist's book at the price of subsequent sales which are within
the overall limit on the order.

1. Retention of Priority

This amendment allows a converted percentage order to retain its priority on the book when an independent
higher bid (or lower offer) is made. However, if a transaction is effected at that higher bid (or lower offer),
and a bid or offer is made that is higher (or lower) than the transaction price, the converted percentage order
would be cancelled, subject to re-conversion, to reflect the then-current market. The order would not be
cancelled, if it were converted at its maximum limit price.

2. Election of Percentage Orders and the Contra Side of the Market

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

708

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P99-13%2909013e2c855b3338?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE13/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE13/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE13/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE13/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


This amendment distinguishes between the election of percentage orders on the same side of the market and
percentage orders on the opposite side of the market.

This revision allows a percentage order to be elected by the execution of a previously elected or converted
portion of a percentage order that is on the opposite side of the market. The {L-End} Rule 123A.30 provision
that prohibits executions of elected portions of percentage orders to trigger additional elections on the same
side of the market is maintained.

3. Conversions on Destabilizing Ticks

Under the revised Rule, the specialist may convert a percentage order to reach across the market and effect
a trade on a destabilizing tick when the transaction is for 10,000 shares or more or has a market value of
$500,000 or more (whichever is less).

This amendment makes the size of a permitted transaction consistent with the definition of a block in {L-
End} Rule 97, and facilitates conversion of percentage orders in stocks where the size of the trade has the
appropriate market value to qualify as a block transaction, but may not have a share size of 10,000 or more.

Documentation Requirements

{L-End} Rule 123A.30 has also been amended to require specialists to document the status of a converted
percentage order as a limit order at the price it was converted. To document this, the specialist is required to
reflect the converted portion of a percentage order in the published quotation at the time of the conversion,
unless the converted portion is immediately executed or cancelled.

Questions concerning these amendments may be directed to John Gregoretti (212) 656-6791 or Dave Fisch
(212) 656-6769.

Robert J. McSweeney

Senior Vice President

Attachments

EXHIBIT A

{L-End} Rule 13

*****

Percentage Order

A limited price order to buy (or sell) 50% of the volume of a specified stock after its entry. There are [three]
four types of percentage orders:

(a) Straight Limit Percentage Orders Such an order is elected when a transaction has occurred at the limit
price or a better price. Unless otherwise specified, only volume at or below the limit subsequent to the receipt
of the order will be applied in determining the elected portion of buy orders. Conversely, only volume at or
above the limit will be calculated in determining the elected portion of sell orders.

(b) Last Sale Percentage Orders - The elected portion of an order designated “last sale” shall be executed
only at the last sale price or at a better price, provided that such price is at or better than the limit specified
in the order. If the order is further designated “last sale - cumulative volume”, the elected portion shall be
placed on the book at the price of the electing sale, but, if not executed, shall be cancelled and re-entered
on the book at the price of subsequent transactions on the Exchange, provided the price of such subsequent
transactions is at or better than the limit specified in the order.
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(c) “Buy Minus” “Sell Plus” Percentage Orders - The elected portion of an order to “buy minus” shall be
executed only on a “minus” or “zero minus” tick. Orders of this type must also be qualified further by
designating a limit price. The elected portion of an order to “sell plus” shall be executed only on a “plus” or
“zero plus” tick. Orders so designated are handled in the same manner as an order to sell short. (See {L-End}
Rule 123A.71) Orders of this type must also be further qualified by designating a limit price.

If so instructed by the entering broker(s), percentage orders to buy will be converted into regular limit
orders for transactions effected on “minus” or “zero minus” ticks. Conversely, if so instructed by the entering
broker(s), percentage orders to sell will be converted into regular limit orders for transactions effected on
“plus” or “zero plus” ticks.

If further instructed by the entering broker(s), as provided in {L-End} Rule 123A.30, percentage orders to buy
may be converted into regular limit orders for transactions on “plus” or “zero plus” ticks. Conversely, if so
instructed by the entering broker(s), percentage orders to sell may be converted into regular limit orders for
transactions on “minus” or “zero minus” ticks.

(d) “Immediate Execution or Cancel Election” Percentage Orders - The elected portion of a percentage order
with this designation is to be executed immediately in whole or in part at the price of the electing transaction.
Any elected portion not so executed shall be deemed cancelled, and shall revert to its status as an unelected
percentage order and be subject to subsequent election or conversion.

{L-End} Rule 123A.30

.30 A specialist may accept one or more percentage orders. When accepting more than one order, the
specialist must make every effort to inform the entering brokers that they will be participating with another
order or orders. Information of this type would alert brokers to the fact that each order will do less than 50%
of the volume. When the specialist is handling more than one percentage order, each such order will be on
parity with the other. When an odd amount of shares is involved, for example, 300 shares, and a specialist
holds two percentage orders, he must give the extra 100 shares to the broker having priority on a time basis.
Therefore, all percentage orders given to a specialist must be time-stamped by the specialist at his Post
location.

If a specialist feels he cannot properly handle a number of percentage orders at one time, he should call in a
Floor Official to discuss the situation.

If so instructed by the entering broker(s), percentage orders to buy will be converted into regular limit
orders for transactions effected on “minus” or “zero minus” ticks. Conversely, if so instructed by the entering
broker(s), percentage orders to sell will be converted into regular limit orders for transactions effected on
“plus” or “zero plus” ticks.

Special Conversion Instructions. In addition to the conversion instructions discussed immediately above,
the entering broker(s) may further instruct the specialist that he may, but shall not be required to, convert
a percentage order to buy into a regular limit order for transactions effected on “zero plus” and “plus” ticks.
Conversely, the entering broker(s) may further instruct the specialist that he may, but shall not be required
to, convert a percentage order to sell into a regular limit order for transactions effected on “zero minus”
or “minus” ticks. (These ticks are hereinafter collectively referred to as “destabilizing ticks”.) Pursuant to
these special conversion instructions, the specialist may convert a percentage order on a destabilizing
tick only where (i) the transaction for which the order is being converted is for 10,000 shares or more or a
quantity of stock having a market value of $500,000 or more (whichever is less); and (ii) the price at which
the converted percentage order is to be executed is no more than 1/4 point away from the last sale price;
provided, however, that this price parameter may be modified, in appropriate cases, with the prior approval of
a Floor Official and the written consent of the broker who entered the order.

The specialist shall not execute a converted percentage order pursuant to the preceding paragraph at
consecutively higher or lower prices such that consecutive up or down ticks (as the case may be), follow one
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another in rapid succession, unless he obtains the prior approval of a Floor Governor. In determining whether
to grant such prior approval, the Floor Governor shall consider any changes in overall market conditions, and
any changes in buying or selling interest in the stock in question. Where a specialist reasonably believes,
based on prevailing market conditions (for example, a brief period of time where there is an influx of buying/
selling interest and a “fast market” condition) that it may be appropriate and necessary for him to convert
percentage orders, on destabilizing ticks, in a series of trades which, while not consecutive, may be effected
within a short period of time, the specialist shall first seek the approval of a Floor Governor. In granting such
approval, the Floor Governor should, based on his evaluation of the buying/selling and contra-side interest in
the market, determine a price a reasonable amount away from the market, to which price the specialist may
convert percentage orders in a series of non-consecutive trades. As this price is approached, the specialist
shall again consult with a Floor Governor, who will re-evaluate the situation at that time. Any subsequent
approvals by the Floor Governor shall follow the principles discussed immediately above.

The specialist may convert a percentage order on a stabilizing tick to make a bid or offer in such size as he
deems appropriate. The specialist may convert a percentage order on a destabilizing tick to make a bid or
offer in such size as he deems appropriate to add size to prevailing bid or offer.

In addition, the specialist may, except as provided below, convert a percentage order on a destabilizing tick
to establish a new bid in such size as he deems appropriate, (i) immediately following a transaction where
such transaction has cleared the Floor of bids and offers, or (ii) to narrow the quotation spread, provided
that no such bid may be more than 1/8 of a point higher than the last sale. The specialist's conversion of a
percentage order to establish a new bid pursuant to (i) and (ii) above shall be further subject to the following
conditions:

1) Where the specialist has converted a percentage order to buy on a destabilizing tick to participate in a
transaction of at least 10,000 shares or in a transaction with a quantity of stock having a market value of
$500,000 or more (whichever is less) as otherwise permitted by this rule, he may not convert a percentage
order to buy to establish a new bid at a price which is higher than the price of the transaction, unless there is
an intervening transaction at a price that is independent of the price established by the specialist through the
conversion of a percentage order.

2) Where the specialist has converted a percentage order to buy to establish a new bid that is higher than the
last sale price, with the result that a transaction is effected at the bid price, he may not convert a percentage
order to buy to participate in a trade of at least 10,000 shares or a quantity of stock having a market value
of $500,000 or more (whichever is less) as otherwise permitted by this rule, unless there is an intervening
transaction at a price that is independent of the price established by the specialist through the conversion of a
percentage order.

3) Where the specialist has converted a percentage order to buy to establish a new bid that is higher than
the last sale, he may not convert a percentage order to subsequently establish a higher bid, unless there
is an intervening transaction at a price independent of the price established by the specialist through the
conversion of a percentage order.

The same principles shall apply in the case of a specialist's conversion of percentage orders to sell. With the
prior approval of a Floor Governor, the specialist may convert a percentage order to make a destabilizing bid
or offer at a price which would otherwise be prohibited under the limitations and conditions stated above.

Any percentage order or portion thereof converted to make a bid or offer shall be considered as a limit order
on the book and will be ahead of other limit orders subsequently received by the specialist at that price, and
any such bid or offer made pursuant to such order shall have the same standing in the market as would
be provided any other bid or offer under the Exchange's auction market rules and procedures dealing with
priority, parity, and precedence. Where the specialist has converted a percentage order to make or add to a
bid (offer) as permitted by this rule, and subsequently additional buying or selling interest enters the market
and establishes a different higher bid (lower offer), the original converted order or portion thereof shall [be
treated as a cancelled order on the book and revert to its original status as a percentage order subject to
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subsequent election or further conversion as permitted by this rule.] retain its status on the book as a limit
order at the price at which it was converted. However, unless the order has been converted at its maximum
limit price, if a transaction is effected upon such higher bid (lower offer), and another bid (offer) is made at a
price higher (lower) than such transaction, the original converted offer or portion thereof shall be treated as
a cancelled order on the book and revert to its original status as a percentage order subject to subsequent
election or further conversion as permitted by this rule. Where the specialist has converted a percentage
order to make or add to a bid or offer as permitted by this rule, and subsequently additional size is added
to a prevailing bid or offer on the opposite side of the market from the converted percentage order, or a
different bid or offer is established on the opposite side of the market from the converted percentage order,
the specialist may cancel the converted order or portion thereof if he intends to reconvert the order to trade
with the interest on the opposite side of the market, and such trade is otherwise permitted by this rule. The
specialist must document the status of a converted percentage order on the book as a limit order at the price
it was converted.

Notwithstanding the provisions of this Rule permitting percentage orders to be converted on destabilizing
ticks, where a member holds orders of 10,000 shares or more or a quantity of stock having a market value
of $500,000 or more (whichever is less) to buy or sell a particular stock which he proposes to cross at or
within the prevailing market, the specialist may not, unless asked to do so by the member with the cross
(assuming the cross is at or within the 1/4 point price parameter of this Rule), convert any percentage order
on a destabilizing tick for execution in such proposed cross transaction unless the specialist can (at or within
the 1/4 of a point price parameter specified in this Rule, and within the limit price of the order) provide a better
price to one side or the other of the proposed cross.

When the specialist is holding one or more percentage orders with special instructions permitting conversions
on destabilizing ticks as provided in this Rule, and a member who holds orders to buy and sell 10,000 shares
or more or a quantity of stock having a market value of $500,000 or more (whichever is less) proposes to
cross such orders at or within the prevailing market, the specialist shall not, unless asked to do so by the
member with the cross, trade for his own account with either the bid or the offer side of such cross (as the
case may be), where the effect of such proprietary trade would be to establish a new last sale price, and
thereby extend the 1/4 point price parameter specified in this Rule.

In any situation where the specialist is taking or supplying for his own account the security named in a
percentage order entrusted to him, the specialist and the entering broker shall comply with the procedures for
confirmation of transactions specified in {L-End} Exchange Rule 91.10.

When converting a percentage order into a limit order, the specialist shall give priority to conventional limit
orders on his book at that price on the same side of the market, which orders were entered before the
conversion. This means that the converted percentage order may receive an execution at any particular price
only after all such conventional limit orders on the book at that price are satisfied.

The entering broker may permit the specialist to be on parity with his order. However, when the specialist is
handling more than one percentage order, he may not be on parity with any such order unless permission
has been obtained from all brokers for whom he is holding percentage orders in the particular stock. If a
specialist is on parity with one or more percentage orders, at no time may the specialist participate for his
own account in an amount in excess of what each percentage order would receive, except that the specialist
may participate for his own account to an extent greater than any particular percentage order where the
size specified on such order has been satisfied. A specialist on parity with a percentage order remains
subject to the limitations in {L-End} Exchange Rule 104.10 as to transactions for his own account effected
on destabilizing ticks. A specialist on parity with a percentage order shall inform the entering broker at the
time the order is entered, whether or not he intends to buy or sell, as the case may be, along with the order.
Specialists must make every effort to execute percentage orders in amounts which correspond as nearly as
possible to the percentage specified therein.
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The elected portion of a percentage order shall be handled as a new limited price order and shall take its
place on the specialist's book as though it were a new order received at the time of the electing transaction.
When a specialist holds more than one percentage order each individual order shall be elected to the extent
of the full amount of the electing transaction; except that percentage orders held by a specialist shall not be
elected by any portion of volume which results from the execution of a previously elected or converted portion
of a percentage order that is on the same side of the market.

All percentage orders and special instructions related thereto, and any modifications or cancellations thereof
shall be in writing.

EXHIBIT B

PERCENTAGE ORDERS

Recently approved amendments to percentage order Rules enable customers who enter such orders to
have greater flexibility in the terms of their executions. While the attached Information Memo specifically
describes a new percentage order type - IMMEDIATE EXECUTION OR CANCEL ELECTION - and
additional instructions permitted on last sale percentage orders - LAST SALE - CUMULATIVE VOLUME - the
Exchange and The Specialist Association have prepared this document to explain and respond to questions
regarding the execution of percentage orders.

A Percentage Order becomes a “live” order capable of execution in two ways:

1. All or part of the order can be “elected” as a limit order on the specialist's book based on trades in the
market; or

2. All or part of the order can be “converted” with the proper instructions (CAP, CAPD, CAPI or CAPDI) into a
limit order to make a bid or offer or to participate directly in a trade. If the converted portion is not immediately
executed or cancelled, the specialist must reflect in the quote at the time of conversion that portion of the
percentage order which was converted to make a bid or offer.

THE ELECTION PROCESS

Under the election process, as NYSE trades occur at the percentage order's limit price or better after the
order is received (unless order is specified to CAV), an equal number of shares of the percentage order are
“elected” and become a limit order on the specialist's book.

Immediate Execution or Cancel Election Percentage Orders (CAPI or CAPDI)]

Elected portion can only be executed at the “last sale” (i.e., electing sale) price or at a better price, but the
elected portion is to be executed immediately in whole or in part. Whatever is not immediately executed does
not remain on the book as a limit order, but reverts to its status as an unelected percentage order for future
election or conversion.

Straight Limit Percentage Orders (SL)

Elected portion can only be executed at the order's stated limit price or at a better price.

Last Sale Percentage Orders (LS or LSCV)

Elected portion can only be executed at the “last sale” (i.e., electing sale) price or at a better price. If the last
sale percentage order is marked with the instruction “last sale - cumulative volume,” the elected portion
is put on the book at the price of its electing sale. If the elected portion is not executed in its entirety, and a
subsequent transaction takes place at a less advantageous price, the elected portion is cancelled and re-
entered on the book at the price of the subsequent transaction, as long as the price is at or better than the
percentage order limit. The subsequent transaction would also elect additional volume.
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Buy Minus/Sell Plus Percentage Orders

Elected portion shall only be executed on the appropriate tick (+/0+or−/0−designated on the order). Like all
percentage orders, it must have a designated limit price. Sell Plus orders must be handled like sell short
orders. The elected portion does move with the market.

Special Additional Terms and Conditions:

1. CAV (Count All Volume): this percentage order is elected as appropriate by any NYSE transaction after the
order is received even if the transaction price is outside the percentage order's limit.

2. CAP (Convert And Parity): specialist may convert all or part of the unelected portion of this percentage
order on stabilizing ticks. Specialist may also be on parity with elected or converted portions of this order as
long as the specialist is not holding orders at the same price which do not grant parity.

3. CAP-D (Convert And Parity): destabilizing conversion permitted.

DE-STABILIZING TICK - is defined as a straight plus or zero plus tick for buy orders; and a straight minus or
zero minus tick for sell orders.

STABILIZING TICK - is defined as a straight minus or zero minus tick for buy orders; and a straight plus or
zero plus tick for sell orders.

CAP-D ORDER

In addition to being marked straight limit, last sale, or last sale cumulative volume, or immediate execution or
cancel election, a percentage order that is entered to be convertible for execution on destabilizing ticks must
be marked CAP-D and have a limit. Volume restrictions other than 50% are not allowed. For example, CAP-D
orders for 1/3 of the volume are not allowed.

When Making Bids and Offers on Stabilizing Ticks

If the specialist is converting a CAP-D order to make a bid (or offer) on a stabilizing tick, there is no restriction
on the size of the bid (or offer) the specialist may make, or the price at which the specialist may make a bid
(or offer).

When Making Bids and Offers on Destabilizing Ticks

Passive Conversion:   Adding to existing bids and offers or improving the quote (no more
 than 2/16 of a point

                      away from the last sale). Size is not restricted. However, these
 conversions must be

                      reflected in the quote at the time of conversion unless the
 converted portion of the order is

                      immediately executed or cancelled.

If the specialist is converting a CAP-D order to make a bid or offer on a destabilizing tick

A. There is no restriction on the size of the bid or offer the specialist may make, or the price, if the specialist
is simply adding size to a prevailing bid or offer in the market. The specialist is permitted to use his or her
judgment as to the amount of the order he or she converts.
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B. If the specialist is making a new bid or offer (after bids or offers on the Floor have been exhausted by a
trade, or to narrow the prevailing quotation spread), the new bid or offer may not be more than 2/16 point from
the last sale. Here, too, there is no size restriction.

To reiterate the above rule, a specialist may improve the prevailing quote by 2/16 of a point, but no more than
2/16 from the last sale, and let the CAP-D order participate on straight plus or zero plus ticks if a buy order or
straight minus or zero minus ticks if a sell order. The following example covers this type of execution:

   

Example:   Quote:      10 6/16 FOR 5,000   5,000 AT 10 10/16

              Last Sale:  10 6/16

If the specialist is handling a buy CAP-D order he or she may verbally announce and publish a bid of 10 8/16
at the time of conversion. The specialist can now buy stock for the CAP-D buy order at 10 8/16 on a straight
plus tick.

Rules to keep in mind when implementing this feature of a CAP-D:

Unless there is a meaningful, independent, intervening transaction, the specialist may not:

1. convert a buy CAP-D order to reach across the market and effect a destabilizing trade, and then convert
the order and make a bid that is higher than this trade price. Therefore, specialists may not use destabilizing
conversions in two consecutive transactions unless there is an intervening, meaningful transaction at a price
independent of the price established by the first destabilizing trade;

2. convert a buy CAP-D order to make a bid that is higher than the last sale price and then, after the bid is hit,
convert the order to reach across the market and effect a destabilizing trade at a higher price, or

3. convert a buy CAP-D order to make a bid that is higher than the last sale price and then, after the bid is hit,
convert the order to make a new bid higher than the last one.

(The same is true for sell orders.)

A specialist cannot use a CAP-D buy order to repetitively take offers 1/16 above the last sale and, hence,
walk the stock up. A specialist can continue to buy or sell at the newly established price as long as it is still
improving the quote. There must be intervening, meaningful transactions at each new price. The order cannot
be used to artificially impact or manipulate the price of a stock.

In appropriate circumstances, a Floor Governor may grant an exemption to the three above restrictions on
conversions on destabilizing ticks.

Active conversion: reaching across the market to hit a bid or take an offer.

If the specialist is converting a CAP-D order to reach across the market on a destabilizing price:

A. The trade in which in the CAP-D order will be participating must be for 10,000 shares or more or has a
market value of $500,000 or more (whichever is less). (This 10,000 shares or $500,000 market value may
consist of more than one CAP-D order as long as the trade is 10,000 shares or $500,000 in market value or
greater.) As long as the trade meets one of these size requirements, the specialist is permitted to use his or
her judgment as to the amount of the percentage order he or she converts.

B. The price of the trade cannot be more than 4/16 point away from the last sale. This 4/16 points parameter
may be extended, however, with the approval of a Floor Official and the written consent of the entering
broker.

Rules to keep in mind when reaching across the market
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1 . The specialist may not convert CAP-D orders to effect consecutive or contemporaneous (i.e., over a short
period of time) destabilizing transactions unless he or she obtains the prior approval of a Floor Governor who,
in considering the specialist's request, must evaluate overall market conditions and buy/sell interest in the
subject security at that time. This is the case even if the first conversion is only 1/16 above (below) the last
sale and the next conversion is to be only 1/16 above (below) the last conversion.

2. In approving the percentage order rule changes to allow use of “CAP-D”, the SEC observed that it expects
the Floor Governor approvals noted above to be granted only under conditions of extreme market volatility,
and not on a routine basis.

3. The specialist cannot break up a cross with a CAP-D order unless: (1) he or she is providing price
improvement to one side; (2) the amount of the cross to be broken up is 10,000 shares or more or has a
market value of $500,000 or more (whichever is less); and (3) the cross price is going to be no more than
4/16 of a point away from the last sale (unless approval for a wider variation has been obtained form the
entering broker and a Floor Official).

CAP L.S. (Last Sale)

If a specialist is converting a CAP L.S. order to make a bid (or offer) on a stabilizing tick, there is no restriction
on the size of the bid (or offer) the specialist may make, or the price at which the specialist may make the bid
(or offer).

The only way a CAP L.S. order to buy (or sell) can participate on trades other than converted volume is
elected volume.

Elected volume is created by trades that have occurred at or within the limit price of the order on stabilizing
or destabilizing ticks after the order is received. When volume has traded at or within the limit price, the CAP
L.S. order must be elected. The specialist can print up to the elected amount of volume at the same price.
For the CAP L.S. buy or sell order, the specialist may not print more than the elected volume for each order
unless it can be converted.

To represent a CAP L.S. correctly, there are some rules that must be followed for elected volume. The
following example covers the specifics:

Q. When a portion of a last sale percentage order is elected by a trade in the market, how is it reflected on the
book, and does the elected order change its position on the book based on subsequent transactions in the
market?

A. An elected portion of a last sale percentage order takes its place on the specialist's book at the price of the
electing transaction, behind limit orders previously received by the specialist at that price (provided that the
price is at or better than the limit price specified on the percentage order). The elected order must remain on
the book at the price at which it was elected, even if the market, by virtue of subsequent transactions, moves
away from that price.

If, however, the order is marked “last sale - cumulative volume”, and if the elected portion at the first price
is not executed in its entirety and a subsequent transaction takes place at a less advantageous price, the
elected portion is cancelled and re-entered on the book at the price of the subsequent transaction as long
as the price is at or better than the percentage order limit. This does not interfere with the subsequent
transaction electing additional volume equal to that subsequent trade.

In the event that a subsequent portion of a percentage order is elected at the same price as a previously
elected but still unexecuted portion of the same percentage order, the previously elected portion will neither
be cancelled nor lose its priority on the limit order book, nor will the subsequently elected portion gain priority
over previously entered orders on the book at that price by increasing the size of the initially elected portion.

Further, if the order is marked “Immediate Execution or Cancel Election”, the specialist must elect an equal
number of shares as the trade which occurred at the percentage order's limit price or better, and the elected
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portion must be executed immediately to the full extent possible (all or any part) at the last sale price. Any
portion not so executed is cancelled as an election and reverts back to the percentage order for future
election or conversion.

GENERAL RULES

Specialists may accept one or more percentage orders. If a specialist accepts one percentage order, he or
she must accept all percentage orders in that security. A specialist may consult with a Floor Official if he or
she feels that he or she cannot properly handle a number of percentage orders in the same security. With
Floor Official approval, a specialist must cancel all percentage orders in that stock and advise the entering
brokers of the cancellations, but must retain records of all the orders received and of all the cancellations.

Specialists must inform brokers who enter percentage orders if they will be splitting with other percentage
orders, and, hence, alert all those brokers that they may do less than 50% of the volume.

Each percentage order will be on parity with the others.

Odd amounts of shares in a trade should go to the percentage order having priority on a time basis. After that,
odd amounts are distributed by rotation.

Percentage orders must be post time stamped.

A specialist can be on parity with one or more percentage orders only if all entering brokers give written
permission through the instructions CAP or CAP-D.

A specialist may not participate for his or her own account if he or she has other limit orders at that price nor
may the specialist participate in amounts in excess of that which the percentage orders will receive. His or her
participation may only exceed that of a percentage order if the order has been satisfied (finished).

If a specialist takes or supplies stock from his or her own account when executing a percentage order
entrusted to him or her, both the specialist and the entering broker must comply with the procedures for
confirmation of that transaction per {L-End} Rule 91 (evidenced either by a “double yellow” or by the broker's
initials on each principal contra side-trade or group of such executions).

If a specialist holds more than one percentage order, each order becomes elected to the extent of the full
amount of the electing trade.

Percentage orders held by a specialist may be elected by any trade involving the execution of a previously
elected or converted portion of any percentage order that is on the opposite side of the market.

All percentage orders, and instructions given to specialists relating to those orders, including modifications
and cancellations, must be in writing.

Percentage Orders and Priority, Parity and Precedence

An elected portion of a percentage order, or that portion that has been converted to make a bid or offer, must
be reflected in the quote unless immediately executed or cancelled, and will be ahead of orders at that price
received after the election or conversion. Priority, parity and precedence rules apply to elected and converted
portions of any percentage orders, but all percentage orders are on parity with each other.

EXAMPLES

Active Conversions

Q. Assume the market in a stock is quoted 15 7/16 to 15 8/16, 1,000 by 50,000 with the last sale at 15 8/16
on a minus tick. The offer consists of two 15,000 share CAP-D sell orders each with 15 8/16 limits, an 8,900
share CAP-D sell order with a 10 limit, and various retail orders limited to 15 8/16 which have standing behind
the three CAP-D sell orders. A broker enters the Crowd to cross 60,000 shares at 15 8/16, wishing to size the
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book, but not under the agency cross transaction rule ({L-End} Rule 72(b)). May the specialist break up the
cross at 15 7/16 on behalf of the 8,900 share CAP-D sell order?

A. No. The specialist is permitted to reach across the market to effect a destabilizing trade on behalf of a
CAP-D sell order if the trade in which the CAP-D order will participate is for 10,000 shares or more or has
a market value of $500,000 or more (whichever is less). If the stock had been quoted 15 6/16 to 15 8/16
and the broker had not begun the cross, but rather expressed his or her intention to cross stock at 8/16,
the specialist could have converted the order to offer at 7/16 to establish a priority offer. The conversion,
however, would have had to have been published in the quotation.

Q. The market in XYZ is quoted 31 13/16 to 31 14/16, 30,000 by 30,000. A broker enters the Crowd with
50,000 shares to sell, and sells 30,000 shares to the 31 13/16 bid. The market is then requoted 31 12/16
to 31 14/16, 30,000 by 30,000. The broker then gives the specialist a last sale CAP-D order to sell 20,000
shares at a limit of 31 13/16. May the broker instruct the specialist to leave the quote unchanged, but to sell
stock at 31 13/16?

A. Yes. The specialist is not required to convert the percentage order to make an offer at 31 13/16. Based on
the price and size of subsequent transactions in the market, all or part of the CAP-D order may be elected
as limit orders on the book at 31 13/16 or higher. Alternatively, assuming that no limit orders to sell had been
subsequently entered at 31 13/16, if a bid of 31 13/16 for 20,000 shares were made, and there had been no
intervening electing transactions, the specialist could actively convert the CAP-D order to sell to the bid.

Q. The market in XYZ is quoted 40 6/16 to 40 10/16, 10,000 by 50,000, with the last sale at 40 6/16. The
specialist is representing two CAP-D buy orders of 5,000 shares each. If the specialist wishes to convert the
CAP-D orders to trade with 50,000 offer, may the specialist convert 5,000 shares of each order and effect the
trade?

A. The specialist may convert 5,000 shares of each order and effect the trade. When CAP-D orders are
actively converted to participate in a destabilizing transaction, the trade in the aggregate must be for at least
10,000 shares or $500,000 in market value, whichever is less. Each CAP-D order participating in the trade
need not be participating to the extent of 10,000 shares or $500,000 market value.

Q. If the market in XYZ is quoted 40 8/16 to 40 10/16, 10,000 by 10,000, with the last sale at 40 10/16 on a
plus tick, may the specialist convert a 10,000 share CAP-D buy order to trade with the offer?

A. Yes, provided the specialist trades with the entire 10,000 share offer, because the specialist is reaching
across the market to trade with an established offer.

Passive Conversions

Q. Assume the market in a stock is quoted 10 9/16 to 10 11/16, 5,000 by 5,000, and the specialist is
representing a CAP-D buy order. The specialist then receives a limit order to sell 1,000 shares at 10 10/16.
Must the specialist change the quote to reflect a bid of 10 10/16 for 1,000 shares before trading on behalf of
the CAP-D buy order with the sell limit offer?

A. The specialist should make a bid in the open market of 10 10/16 for 1,000 shares before effecting the
trade. As the trade will be effected immediately, the specialist does not have to change the quote on the
system. If the specialist offered 1,000 at 10/16 by “quote assist” or otherwise on the screen, the CAP-D order
could not trade at 10/16 as that would be reaching across the market and the print would be less than 10,000
shares.

Q. XYZ, a thinly-traded issue, is quoted 34 to 34 8/16, 1,000 by 1,000, with a last sale at 34 on a plus tick.
The specialist receives a CAP-D buy order for 10,000 shares with a limit of 35. If the specialist receives an
order through SuperDOT to sell 500 shares at 34 2/16, may the specialist Purchase the shares “on bid” for
the CAP-D buy order?
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A. Yes. The specialist would verbally bid 34 2/16 for 500 shares on behalf of the CAP-D buy order, offer 500
shares at 34 3/16, and then effect the trade at 34 2/16.

Q. In the above example, if the market then becomes 34 2/16 to 34 6/16, 1,000 by 1,000, and the specialist
then receives through SuperDOT an order to sell 500 shares at 34 4/16, may the specialist purchase the
shares on behalf of the CAP-D order?

A. No. After converting the CAP-D order to make a bid and effect a trade at 34 2/16, the specialist may not
convert the order to make another bid at a higher price unless there is an intervening, meaningful transaction
at a price independent of the price established by the specialist through the conversion of the percentage
order.

Q. If the specialist converts a percentage order to make a direct plus tick bid, and a seller then trades with
that bid, what are the limitations on the specialist's ability to further convert the percentage order to make
destabilizing bids?

A. The specialist may not convert the percentage order to make a bid higher than the price of the transaction
which just occurred, unless there is an intervening, meaningful transaction (i.e., a transaction of at least the
average trade size in the stock) at a price independent of the price established by the specialist when he or
she converted the percentage order.

Example: Assume the last sale is 46 4/16, the current offer is 10,000 at 46 12/16, and the specialist converts
a percentage order to make a bid of 46 6/16, which is then hit by a seller in the Crowd. The specialist could
continue to make bids of 46 6/16. The specialist could not, however, immediately convert the percentage
order to make a bid of 46 8/16. If an independent, intervening, meaningful bid of 46 8/16 were made and hit,
the specialist could convert the percentage order to make a bid of 46 8/16 (zero plus tick) or 46 10/16 (plus
tick). In bidding 46 10/16, up 2/16 of a point above the previous sale, the specialist is still passively converting
the percentage order rather than actively converting the order to take the 10,000 share offer at 46 12/16
(which the specialist could also do providing the specialist did not first convert to bid at 46 10/16). The same
principles apply to all subsequent conversions. In addition, please note that the independent, intervening
trade at 8/16, elected a portion of the percentage order.

Q. Assume the market in XYZ is quoted 45 to 45 4/16, 15,000 by 5,000, with the last sale at 45 on a zero
minus tick. The bid consists of 10,000 shares of a CAP-D order converted to make a bid and a 5,000 share
SuperDOT limit order. The CAPD order (which is for a total of 25,000 shares) has priority over the limit
order. The specialist receives a SuperDOT order to sell 5,000 shares at 45 2/16. The specialist converts an
additional 5,000 shares of the CAP-D order to make a bid of 45 2/16 for 5,000 shares and effects the trade.
A seller then enters the Crowd to sell 10,000 shares at 45. Does the CAP-D order purchase 10,000 shares or
5,000 shares?

A. The CAP-D order purchases all 10,000 shares. When the bid of 45 2/16 was made on behalf of the CAP-
D order, the bid of 45 on behalf of the CAP-D order was not yet deemed cancelled. As the bid did not become
higher than 45 2/16, but returned to 45 after the bid and trade at 45 2/16, the converted portion of the CAPD
order retained priority over the SuperDOT limit order at 45 and, therefore, purchases all 10,000 shares of the
sell order. Neither trade elects any part of the CAP-D order.

Q. Assume the market in XYZ is quoted 20 to 20 4/16, 10,000 shares bid and offered, with the bid at 20
representing 10,000 shares of a converted percentage order. The specialist receives an order to buy 5,000
shares at 20, and an order to buy 200 shares at 20 2/16. The market is then quoted 20 2/16 to 20 4/16, 200
shares bid and 10,000 shares offered. Does the 10,000 shares converted percentage order retain its standing
on the book at 20?

A. When the bid for 200 shares at 20 2/16 is entered, the percentage order retains its priority on the book. If a
trade occurs at 20 2/16, and a new bid is entered higher than 20 2/16, the converted percentage order would
be canceled and lose its priority. EXCEPTION: the converted portion of the percentage order would not be
cancelled if 20 was the limit price on the percentage order.
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Q. The market in XYZ is quoted 20 to 20 2/16, 50,000 by 30,000, with the offer consisting of three CAP-D
sell orders of 10,000 shares each, all with a 20 2/16 limit. If buyers enter the Crowd to trade with the offer,
may the specialist rotate executions among the CAP-D orders, or must the specialist split each trade equally
among the CAP-D orders?

A. As the CAP-D orders are on parity, the specialist must split executions equally among them.

Q. Must the specialist improve the quote if buying or selling for CAP-D orders on destabilizing ticks?

A. No. The specialist may choose to convert a CAP-D order to: (i) improve the quote, provided the improved
quote is no more than 2/16 point away from the last sale; (ii) add size to the prevailing bid or offer; or (iii)
make a bid or offer immediately following a transaction where such transaction has cleared the Floor of bids
and offers. Alternatively, the specialist may determine not to convert CAP-D orders to make bids and offers. In
any case, portions of the orders must be elected as limit orders based on the prices and sizes of subsequent
transactions within their limits. Further, any conversion to make a bid or offer, if not immediately traded with,
must be published as part of the quotation.

Q. The market in XYZ is quoted 40 10/16 to 40 14/16, 5,000 by 5,000, with the last sale at 40 10/16 on a plus
tick. The specialist then receives a CAP-D order to buy 15,000 shares with a limit of 42. If a broker enters the
Crowd to sell 5,000 shares at 40 11/16, may the specialist buy 2,500 shares on behalf of the CAP-D order
and 2,500 shares for the specialist's account?

A. Yes. If the broker entrusted the order to the specialist without first making an offer, the specialist would
convert a portion of the percentage order and make a bid (plus tick) of 40 11/16 for 2,500 shares and
consummate the trade by crossing stock, and then rebid (zero plus tick) 40 11/16 for 2,500 shares for the
specialist's account and effect that trade which would elect an additional 2,500 shares on behalf of the
percentage order. The specialist could also print one 5,000 share trade, but only with the approval of a Floor
Official as the specialist would be purchasing stock on a direct plus tick.- Any purchase by the specialist in
this example would have to be reasonably necessary (e.g., the specialist is short in his or her account).

Q. When the specialist reflects an elected portion of a CAP-D order in a bid, may the specialist include his or
her own interest in the bid as well?

A. Yes. The “CAP” instruction permits the specialist to trade on parity with the order, but only if there are no
other limit orders at the same price on the specialist's book. The specialist may not, however, trade for more
shares than the CAP order.

Election Provisions of the Percentage Order Rules

When a portion of a last sale percentage order is elected by a trade in the market, the elected portion takes
its place on the specialist's book at the price of the electing transaction, behind limit orders previously
received by the specialist at that price (provided that the price is at or better than the limit price specified on
the percentage order). Unless the order is marked “last sale - cumulative volume” or “immediate execution or
cancel election”, the elected order must remain on the book at the price at which it was elected, even if the
market, by virtue of subsequent transactions, moves away from that price.

Example: A specialist receives a last sale percentage order to purchase 10,000 shares of XYZ stock with
a limit price of 40. The market is quoted 39 5/16 to 39 7/16, 5,000 by 5,000, with the bid representing limit
orders on the specialist's book. A seller enters the Crowd and sells 2,000 shares to the bid. The transaction
elects 2,000 shares of the percentage order at 39 5/16. The elected portion takes its place on the book as a
2,000 share limit order at a price of 39 5/16, and it takes its place behind the remaining 3,000 shares at 39
5/16.

If there are subsequent transactions at prices above 39 5/16, other portions of the percentage order would be
elected onto the book at the prices of those transactions. However, the 2,000 shares that had been elected at
39 5/16 would remain on the book at that price.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

720

http://researchhelp.cch.com/License_Agreement.htm


If, however, the order had been marked “last sale - cumulative volume”, elected, unexecuted portions of the
order would move to prices of subsequent, less advantageous trades.

Example: A specialist receives a “last sale - cumulative volume” percentage order to purchase 10,000 shares
of XYZ stock with a limit price of 40. The market is quoted 30 5/16 to 30 9/16, 5,000 by 5,000, with the bid
representing limit orders on the specialist's book. A seller enters the Crowd and sells 2,000 shares to the bid.

The transaction elects 2,000 shares of the percentage order at 30 5/16. The elected portion takes its place
on the book as a 2,000 share limit order behind the remaining 3,000 shares bid for at 30 5/16. Subsequently,
a limit order to buy 5,000 shares at 30 7/16 is received by the specialist who updates the quote accordingly.
This new bid is hit by a 4,000 share market sell order. This trade at 30 7/16 elects an additional 4,000 shares
of the percentage order which becomes a 4,000 share limit order on the book behind the 1,000 shares
remaining on the limit buy order at 30 7/16. The trade also cancels the 2,000 shares elected at 30 5/16 and
replaces it with a 2,000 share limit order to buy at 30 7/16. The bid now becomes 30 7/16 for 7,000 shares
representing the 1,000 shares remaining on the limit order and 4,000 and 2,000 shares (or a total of 6,000
shares) elected from the last sale - cumulative volume percentage order.

Further, if the order had been marked “immediate execution or cancel election”, elected unexecuted portions
of the order would revert back for future election or conversion.

Example: A specialist receives an “immediate execution or cancel election” percentage order to purchase
20,000 shares of XYZ with a limit price of 24. The market is quoted 18 to 18 3/16, 3,000 x 6,500. A buyer
enters the Crowd and takes 5,000 from the offer. This elects 5,000 shares of the percentage order which
immediately takes the 1,500 shares remaining offered at the last sale price of 18 3/16. As there is nothing
else offered at the last sale price, the remaining 3,500 shares elected are cancelled as an election and revert
to the percentage order leaving 18,500 shares for future election.

If the offer in this example was for 5,500 shares, the transaction for 5,000 shares would elect 5,000 shares
of the percentage order. The specialist must immediately execute, on the percentage order, the 500 shares
remaining offered at 18 3/16. The remaining 4,500 shares elected are cancelled as an election and revert to
the percentage order leaving 19,500 shares for future election. The specialist must execute an elected portion
of an “immediate execution or cancel election” up to the size of the contra side interest at that price.

Q. Assume the market in XYZ is quoted 20 to 20 4/16, 2,000 by 2,000, with the 2,000 share offer representing
2,000 elected shares of a percentage order to sell. The specialist then receives a last sale percentage
order to buy 10,000 shares of XYZ with a limit price of 21. If the specialist subsequently receives through
SuperDOT a 1,000 share order to buy XYZ at the market and executes the order against the 2,000 share
offer, are any shares of the two percentage orders elected in this trade?

A. A percentage order may be elected by the execution of a previously elected or converted portion of a
percentage order that is on the opposite side of the market. Thus, in the example, 1,000 shares of the buy
percentage order would be elected at 20 4/16 and would then trade with the remaining 1,000 share balance
of the offer at 20 4/16. No portion of the sell percentage order would be elected.

Modification of Orders

Q. Assume the market in XYZ is quoted 46 6/16 to 46 8/16, 5,000 by 2,000, and that the specialist is
representing a CAP-D percentage order to buy 10,000 shares of XYZ with a 47 limit. If the broker who
entered the CAP-D order wishes to trade with the 2,000 share offer, should the buyer cancel the percentage
order or just cancel 2,000 shares of the order?

A. The broker who entered the CAP-D order can modify the percentage order by cancelling 2,000 shares.
Any such modification must be in writing and appropriately time stamped by the specialist.

Q. If the specialist has a limit order on the book and the entering broker comes to the post, tells the specialist
to make the limit order a CAP-D order, and immediately leaves, must the specialist send for the broker to get
a new order, or can the specialist simply re-time stamp the old order?

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

721

http://researchhelp.cch.com/License_Agreement.htm


A. The specialist must re-time stamp the old order, noting that the limit order was cancelled (CXL LMT), and
indicating “CAP-D” on the order. However, the entering broker should initial any change to the terms of the
order.

Openings of Foreign Securities

Q. How are CAP-D orders handled on the opening of a foreign stock, where the closing price or current price
in the foreign primary market may be a significant amount away from the closing price on the Exchange?

A. A CAP-D order may participate in a destabilizing trade in the NYSE opening of a foreign stock so long as
the opening price on the NYSE is no more than 4/16 point away from parity in the foreign primary market.

“Double Yellows”

Q. What is the proper procedure if the specialist is the contra party to a percentage order execution?

A. The “double yellow” procedures should be followed. The specialist should promptly contact the entering
broker, who must then promptly accept or reject the trade. This can be done on a “double yellow” or an
initialed acknowledgment on the percentage order by the broker on each principal contra side trade or for
each group of such executions.

Market Orders

Q. May a CAP-D market order be entered?

A. No. All percentage orders must be limit orders to either buy or sell 50% of the volume.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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February 24, 1999

  

Member Firm Regulation

 TO: MEMBERS, MEMBER ORGANIZATIONS

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER

SUBJECT: ADMINISTRATION OF THE TRADING ASSISTANT QUALIFICATION EXAMINATION (SERIES
25)

THIS MEMO RELATES TO QUALIFICATION REQUIREMENTS FOR ALL FLOOR EMPLOYEES. PLEASE ROUTE TO
COMPLIANCE, LEGAL, REGISTRATION AND TRAINING DEPARTMENTS

Introduction

{L-End} Information Memo No. 99-5, dated January 25, 1999, announced the new Series 25 examination
requirement for all Floor employees of members and member organizations who function as Trading
Assistants. Such employees must satisfy the prerequisite training requirements and pass the Series
25 examination before they can perform their functions without specialized supervision. Current
Trading Assistants must pass the Series 25 (“S25”) examination within one year of the March 17, 1999
implementation of the examination program.

Series 25 Examination Administration Procedures

Administration of the Series 25 examination will begin on March 17, 1999. The examination will be
administered initially in the NYSE Boardroom, 11 Wall Street, 6th Floor. Because space is limited, seats will
be reserved in the order that applications are received, processed and approved.

The following is a schedule of the initial examination administration dates:

                                 March 17                       March 30

                                 April 14                       April 26

                                 May 10                         May 25

These examination sessions will begin promptly at 2:00 p.m. and end at 4:00 p.m. Candidates should
report to the Boardroom 15 minutes before the examination start time. Any changes to these administration
arrangements will be indicated on the candidate's admission ticket. The location and times for subsequent
administrations will be announced in the near future.

Applications for the examination are available at the NYSE Qualifications and Registrations Department, 20
Broad Street, 22nd Floor. A copy of this application is attached (copies may be made).

1. Candidates for the examination must complete the S25 application and forward it to the Qualifications and
Registrations Department. If the candidate does not have a {L-End} Form U-4 and fingerprints on file, he or
she must submit them along with the completed S25 application form. (On Page One of {L-End} Form U-4,
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the “Other” box should be checked and “Series 25” filled in.) The application for the examination cannot
be processed until all the required documentation has been filed with the Exchange.

2. After the application is processed, the Exchange will issue a confirmation to the candidate prior to test
administration. This confirmation will also serve as the admission ticket. It will indicate the date, time and
location of the test administration, and other important information, as well as the person to contact should
the candidate not be able to sit for the examination. The S25 examination fee is $150. Members and
organizations will be billed directly for each administration. The $150 fee will be billed to members and
member organizations for candidates who do not attend a scheduled administration or who have not notified
the Exchange of their cancellation five business days prior to the scheduled examination.

Commonly Asked Questions and Answers Relating to the Application of Series 25 Examination

Since the announcement in January of the new S25 examination requirements, several questions have
arisen, including whether the examination is applicable to certain Floor personnel, i.e., teletypists/input
operators and QT clerks. Below are responses to those questions.

•All QT clerks must take and pass the Series 25 examination. The same qualification requirements (i.e.,
training, qualification examination, and supervision) that apply to Post and Booth Clerks, also apply to QT
clerks even if they are not physically located on the Floor.

•The Series 25 examination is not required for Input Operators (also known as Teletypists). Therefore,
they are exempt from the training and qualification requirement. However, such persons must comply with
applicable registration and fingerprinting requirements. By April 1 of each year, member organizations
must provide the NYSE's Qualifications and Registrations Department a list of Floor employees
functioning solely as Input Operators or Teletypists. The first report is due before April 1, 1999.

•Trading Assistants who hold a Series 7 or Series 7B registration are not exempt from the S25 examination.

Questions regarding these application procedures should be directed to Juan Vazquez of Qualifications
and Registrations, 212-656-4814 or Fran Garvey, 212-656-6657. Questions regarding the S25 Examination
may be directed to Anthony Colonna of Testing Standards at (212) 656-2741 or Kathy Fitzgerald at (212)
656-6854.

Salvatore Pallante

ATTACHMENT

APPLICATION FOR ADMINISTRATION OF THE NYSE TRADING ASSISTANT QUALIFICATION EXAMINATION
(SERIES 25)

(Please print the following in ink.)

Name:  
 ____________________________________________________________________________________
 SS#: ___________________________________________________

Immediate Supervisor's Name:  
 ______________________________________________________________________________________________________________________

Member Organization:  
 ______________________________________________________________________________________________________________________________
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Member Organization Address:  
 ______________________________________________________________________________________________________________________

Business Phone #:  
 ________________________________________________________________________

Current Position:                       _____________  Booth Clerk                       
                          ________________  Post Clerk

                                        _____________  QT Clerk                       
 ____________ Other title:   __________________________________

Other registration(s) that the candidate holds:     
 ________________________________________________________________________________________________

Form U-4 on File:                        ____________  YES                               
          ________________  NO

(If 

Form U-4 hasn't been filed, please submit 

Form U4 and fingerprints with this application.)

Candidate signature:  
 ___________________________________________________________________ Date:
 ____________________________________________________

Immediate Supervisor's signature:  
 ______________________________________________________ Date:
 ____________________________________________________

Please submit this application to:

New York Stock Exchange

Qualifications and Registrations Dept.

20 Broad Street, 22ND Floor

New York, NY 10005
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After the application has been processed, the Exchange will send the test candidate a confirmation/admission
ticket indicating test date and location.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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February 23, 1999

  

Member Firm Regulation

 TO: MEMBERS, MEMBER ORGANIZATIONS

ATTENTION: CHIEF OPERATIONS OFFICERS/PARTNERS

SUBJECT: DELAY IN EFFECTIVENESS OF AMENDMENTS TO {L-End} RULE 412 (“CUSTOMER
ACCOUNT TRANSFER CONTRACTS”) AND RELATED INTERPRETATION

{L-End} Information Memo Number 99-1 (January 6, 1999) announced SEC approval of an amendment to
{L-End} Rule 412 which will reduce the required time period for the transfer of accounts between member
organizations from seven (7) to six (6) days. The Information Memo indicated that the effective date for
this amendment would be February 8, 1999 to coincide with the implementation of enhancements to the
Automated Customer Account Transfer Service (“ACATS”) system. Due to National Securities Clearing
Corporation's (“NSCC”) postponement of the ACATS enhancements, the effective date of the {L-End} Rule
412 amendment has been postponed. The new effective date will coincide with implementation of the ACATS
enhancements and will be communicated to members and member organizations as announced.

Any questions relating to this memorandum may be directed to Stephen A. Kasprzak at (212) 656-5226.

Salvatore Pallante

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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February 23, 1999

  

Member Firm Regulation

 TO: MEMBERS, MEMBER ORGANIZATIONS

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNERS, COMPLIANCE AND LEGAL
DEPARTMENTS

SUBJECT: DISSEMINATION OF TENDER OFFER MATERIALS

Recently, there have been a number of tender offers for shares at below market prices.

The Exchange believes that, given the relationship between member organizations and their customers,
it would be prudent for member organizations to conduct a review of such tender offer materials before
dissemination to customers. Member organizations could thereby determine whether it is appropriate and in
the best interest of their customers to tender shares at a price below the current market price of such shares.

Salvatore Pallante

Senior Vice President
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February 19, 1999

  

Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: MANAGING PARTNER/CHIEF EXECUTIVE OFFICER/CHIEF FINANCIAL OFFICER/CHIEF
OPERATIONS OFFICER

SUBJECT: SEC REQUIREMENTS FOR {L-End} FORM BD/Y2K FILINGS DUE APRIL 30, 1999

The Securities and Exchange Commission (“SEC”) amended {L-End} Rule 17a-5 under the Securities
Exchange Act of 1934 to require broker-dealers to file with it and with their designated examining authority
(“DEA”) two separate reports pertaining to their systems preparedness for the Year 2000. The text of this
amendment appeared in the Federal Register of July 13, 1998 (Securities Exchange Act Release No.
34-40162). The first report was due August 31, 1998 and the second report should be prepared as of March
15, 1999 and is due on or before April 30, 1999.

The rule requires each broker-dealer with a net capital requirement of $5,000 or greater to file Part I of {L-
End} FORM BD-Y2K. A broker-dealer with a minimum net capital requirement of $100,000 or greater is
required to file Parts I and II of {L-End} FORM BD-Y2K, and if the broker-dealer has an independent audit
requirement Part III of {L-End} FORM BD-Y2K. All Parts of {L-End} FORM BD-Y2K are to be prepared as of
March 15, 1999 and must be received on or before April 30, 1999.

As stated in {L-End} Information Memo No. 99-4, Part III of {L-End} FORM BD-Y2K must be a form prescribed
by the AICPA in its Statement of Position 98-8 dated October 28, 1998 and must accompany Parts I and II of
{L-End} FORM BD-Y2K.

A manually signed original and two copies of each {L-End} FORM BD-Y2K must be filed with the
Commission's principal office at Mail Stop A-2, 450 5th Street, N.W., Washington, DC 20549 and one copy of
each {L-End} FORM BD-Y2K must be filed with the firm's DEA. These reports will be publicly available from
the SEC.

The accuracy and completion of the reports are critical, since member organizations which are not able to
demonstrate Y2K compliance could be subject to regulatory actions. In order to assist you in completing the
forms, as accurately as possible, we are providing you with the following additional comments/instructions:

•Each registered broker-dealer must file its own report. Do not report for more than one broker-dealer on any
one report.

•Unsigned and/or incomplete reports will not be considered filed.

•Enter the date the report is being submitted in the space provided for Report Filing Date.

•The signatory on the cover page must be a person authorized to sign the broker-dealer's FOCUS Report.

•Dates must be entered into the spaces provided in the month/day/year format: MM/DD/YYYY.

•Short written answers for “Other - Please Specify” questions should not exceed the space provided.

•Do not put any extraneous marks such as “N/A” or “does not apply” on the forms. They will be ignored.

•The contact person, in Part I - Question 3(b) should be the person who will be primarily responsible to
answer questions regarding your response.
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•Responses to Part II-{L-End} FORM BD-Y2K (the narrative part) must be typed. Include the Broker-Dealer's
Name, SEC File No., CRD No., Report Date (4/30/99), and Filing Date on each sheet.

•Completed forms must be preserved in accordance with {L-End} SEA Rules 17a-3 and {L-End} 4 (3 years).

•All parts (Parts I, II, and III) must be mailed together and received by the DEA and SEC no later than due
date.

•Although you are not required to do so, it is recommended that your BD-Y2K forms be sent via a verifiable
method (i.e., USPS Return Receipt, Express Mail, etc.)

•Late reports are subject to fine or other disciplinary action.

Additional Guidelines for the Independent Public Accountant Report (Part III)

•The broker-dealer must complete its {L-End} Form BD-Y2K (Parts I and II) before the auditor's review.

•The broker-dealer must engage a firm to do this based upon the “as of March 15, 1999” reporting date. The
accountant providing the independent public accountant's report does not have to be the same one used for
your yearly audited financial statement.

•Submissions must include the Part III cover sheet (attached) which provides the name and address of the
auditor used.

•The broker-dealer must submit the independent public accountant's report as Part III with Part I and Part
II. {L-End} Form BD-Y2K will not be considered “filed” unless all three parts are received together with the
signed cover sheet by the April 3& due date.

•Part III must contain the BD Name, SEC File Number, CRD No., Report Date (4/30/99), and Filing Date.

Please complete the attached form(s) and forward to:

New York Stock Exchange, Inc.

20 Broad Street 22nd Floor

New York, Now York 10005

Attention: Anne Marie Garcia - Regulatory Groups Support

If you have any questions or comments regarding this Information Memo, please contact your finance
coordinator.

Salvatore Pallante

Senior Vice President

Attachment

  

Appendix A                                                                               
                               OMB APPROVAL
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                   OMB Number: 3235-0511

  Broker/Dealer-Year 2000 Report                                                         
                   Expires: December 31, 1999.

  

FORM BD-Y2K                                                                              
                 Estimated average burden hours per response: 2

  

Cover Page

                                                                                         
                   REPORT            [] August 31,1998

  Submit Report To: (original plus 2 copies to the SEC; one copy to DEA)                 
                       FOR:          [] April 30,1999

                                                                                         
                                         /        /

                                                                                         
                                    MM       DD       YYYY

                                                                                         
                                       REPORT FILING DATE

  

United States Securities and Exchange Commission

  Mail Stop A-2
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  450 5th Street, N.W. Washington, DC 20549

  

Reporting Entity

  Name of Broker/Dealer:     

                                                                                         
                                     

  SEC File No:                 8

  CRD File No:               

                           

  

Address of Principal Place of Business (Do Not Use P.O. Box No.):

                                                                                         
                                                                   

  Street Address

                                                                                         
                                                                   

  City                                                                                   
    State                Zip
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  Contact Person Responsible for Filling Out This Form (Please provide your business
 address and phone number):

  Name:          

                                                                                         
                                                  

  Title:         

                                                                                         
                                                  

  Phone:         

                                                                                         
                                                  

  Address:       

                                                                                         
                                                  

  City                                                                                   
    State                Zip

                                                                                         
                                                                   

  Signature      

                                                                                         
                                                  

  Title          

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

733

http://researchhelp.cch.com/License_Agreement.htm


                                                                                         
                                                  

  Attention: Intentional misstatements or omissions of fact constitutes Federal Criminal
 Violations.

  (See 18 U.S.C. 1001 and 15 U.S.C. 78ff (a))

  

PART I

  Firm Name      

                                                                                         
  REPORT       [] August 31,1998

  Firm Address                                                                           
                         FOR:   [] April 30,1999

                                                                                         
                                           /      /

                                                                                         
                                 

  CITY                            STATE                             ZIP                  
                                       MM     DD     YYYY

                                                                                         
                                       REPORT FILING DATE

  SEC File No:           8

  CRD File No:        
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1.     Year 2000 compliance plan

         (a)    Do you have a plan for Year 2000 compliance to address whether your
 computer systems will operate correctly after December 31, 1999?

                [] Yes

                [] No

         (b)    If not, are you:

                [] Developing a written plan? It is expected to be completed by:         
                                             /     /

                                                                                         
                                       MM     DD     YYYY

                [] Not developing a written plan because you do not plan to be conducting
 business after January 1, 2000?

                Plan to be out of business by:                                           
                                           /      /

                                                                                         
                                       MM     DD     YYYY

                [] Other (Please specify)
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If you do not have a plan, go to question 2.

         (c)    Does the plan address external interfaces with third party computer
 systems that communicate with your systems?

                [] Yes

                [] No

         (d)    Is your Year 2000 compliance plan in writing?

                [] Yes

                [] No

         (e)    Who has approved the plan? (Check all that apply)

                [] No approval

                [] Board of Directors

                [] Corporate officers
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                [] Executive management

                [] Head of Information Technology

                [] Employees

         (f)    Has the plan been discussed with your outside auditors?

                [] Yes

                [] No

         (g)    What is the scope of coverage of the plan? (Check all that apply)

                [] All systems

                [] Mission critical systems

                [] Physical facilities

                [] Communications systems

         (h)    Which of your facilities does the plan cover? (Check all that apply)

                [] Our primary facility

                [] Certain U.S. facilities

                [] All U.S. facilities

                [] Certain facilities worldwide
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                [] All facilities worldwide

                [] We have no international facilities

         (i)    Are your activities for non-U.S. clients covered by the plan?

                [] Yes

                [] No

                [] Not Applicable

  

2.     Funding for Year 2000 compliance

         (a)    Please indicate the month your fiscal year begins:        /        /

                                                                             MM

         (b)    Has specific i c funding been allocated for fiscal year 1998, fiscal year
 1999, or fiscal year 2000 for your Year 2000 compliance plan?

                (i)    1998

                       [] Yes

                       [] No

                (ii)   1999
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                       [] Yes

                       [] No

                (iii)  2000

                       [] Yes

                       [] No

                

If funding has not been allocated for fiscal year 1999 or fiscal year 2000, mark “no.” If
 you marked “no” for 1998, 1999, and 2000 go

                

to question 3.

         (c)    What is your specific 1998 fiscal year budget allocation for Year 2000
 compliance (including operating and capital expenditures)?

                [] Less than $1,000

                [] $1,001                   -       $10,000

                [] $10,001                  -       $50,000

                [] $50,001                  -       $100,000

                [] $100,001                 -       $500,000
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                [] $500,001                 -       $1 million

                [] $1 million               -       $2 million

                [] $2 million               -       $5 million

                [] $5 million               -       $10 million

                [] $10 million              -       $20 million

                [] $20 million              -       $50 million

                [] $50 million              -       $100 million

                [] Over $100 million

         (d)    What items are contained in your 1998 budget for Year 2000 compliance?

                (Check all that apply)

                [] Assessment of the problem

                [] Correction of systems

                [] Replacement of systems

                [] Internal testing

                [] Point-to-point testing (including testing with broker-dealers,
 custodians, transfer agents, clearing agencies, other service providers, etc.)

                [] Training
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                [] SIA industry wide testing

                [] Implementation of contingency plans

                

If you marked “no” for fiscal year 1999 and fiscal year 2000 in question 2(b), go to
 question 3.

         (e)    What is your specific 1999 fiscal year budget allocation for Year 2000
 compliance (including operating and capital expenditures)?

                [] Less than $1,000

                [] $1,001                   -       $10,000

                [] $10,001                  -       $50,000

                [] $50,001                  -       $100,000

                [] $100,001                 -       $500,000

                [] $500,001                 -       $1 million

                [] $1 million               -       $2 million

                [] $2 million               -       $5 million

                [] $5 million               -       $10 million

                [] $10 million              -       $20 million
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                [] $20 million              -       $50 million

                [] $50 million              -       $100 million

                [] Over $100 million

         (f)    What items are contained in your 1.999 budget for Year 2000 compliance?

                (Check all that apply)

                [] Assessment of the problem

                [] Correction of systems

                [] Replacement of systems

                [] Internal testing

                [] Point-to-point testing (including testing with broker-dealers,
 custodians, transfer agents, clearing agencies, other service providers, etc.)

                [] Training

                [] SIA industry wide testing

                [] Implementation of contingency plans

                

If you marked “no” for fiscal year 2000 in question 2(b), go to question 3.
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         (g)    What is your specific 2000 fiscal year budget allocation for Year 2000
 compliance (including operating and capital expenditures)?

                [] Less than $1,000

                [] $1,001                   -       $10,000

                [] $10,001                  -       $50,000

                [] $50,001                  -       $100,000

                [] $100,001                 -       $500,000

                [] $500,001                 -       $1 million

                [] $1 million               -       $2 million

                [] $2 million               -       $5 million

                [] $5 million               -       $10 million

                [] $10 million              -       $20 million

                [] $20 million              -       $50 million

                [] $50 million              -       $100 million

                [] Over $100 million

         (h)    What items are contained in your 20.00 budget for Year 2000 compliance?

                (Check all that apply)
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                [] Assessment of the problem

                [] Correction of systems

                [] Replacement of systems

                [] Internal testing

                [] Point-to-point testing (including testing with broker-dealers,
 custodians, transfer agents, clearing agencies, other service providers, etc.)

                [] Training

                [] SIA industry wide testing

                [] Implementation of contingency plans

  

3.     Persons responsible for Year 2000

         (a)    Has one or more individuals been designated as responsible for your Year
 2000 compliance?

                [] Yes

                [] No

         (b)    If yes, please provide the following information on the person primarily
 responsible:
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                Name

              

                                                                                         
                                                      

                Title

              

                                                                                         
                                                      

                Business Name

              

                                                                                         
                                                      

                Street Address

              

                                                                                         
                                                      

                city                                                                     
                                      State               Zip
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4.     Staffing for Year 2000

         (a)    Is this a full-time project for at least one individual (including both
 employees and consultants)?

                [] Yes

                [] No

         (b)    If yes, how many individuals are working full time on Year 2000
 compliance?

                [] 1

                [] 2-5

                [] 6-10

                [] 11-20

                [] 21-50

                [] 51-100

                [] 101-200

                [] over 200

         (c)    Have you hired third parties to assist you on Year 2000 issues?
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                [] Yes

                [] No

         (d)    If yes, what function(s) are the third parties performing? (Check all
 that apply)

                [] Assessment of the problem

                [] Correction of systems

                [] Replacement of systems

                [] Internal testing

                [] Training

                [] Vendor assessment

                [] Point-to-point testing (including testing with broker-dealers,
 custodians, transfer agents, clearing agencies, other service providers, etc.)

                [] SIA industry wide testing

                [] Other (Please specify):

             
 ______________________________________________________________________________________________________________________________________________________

             
 ______________________________________________________________________________________________________________________________________________________

         (e)    If you have not completed staffing your Year 2000 project, are you?
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                [] Defining resources. This will be completed by:                        
                                            /      /

                                                                                         
                                       MM     DD     YYYY

                [] Unable to find sufficient staffing resources.

                [] Handling the staffing as part of your ongoing business operations.

  

5.     Inventory of systems

         (a)    Have you inventoried all systems?

                [] Yes

                [] No

         (b)    What is the nature of the computer systems you utilize? (Check all that
 apply)

                [] Off the shelf

                [] Vendor provided

                [] In house developed (custom made)

                [] Other (Please specify):

         (c)    Have you identified your mission critical systems?
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                [] Yes

                [] No

         (d)    If no, this will be completed by:                                        
                                           /      /

                                                                                         
                                       MM     DD     YYYY

         (e)    Have you determined which of your mission critical systems are not
 currently Year 2000 compliant?

                [] Yes

                [] No

  

6.     Awareness of the problem

         (a)    What steps have you taken to enhance awareness of potential Year 2000
 Problems? (Check all that apply)

                [] None to date

                [] Designated individuals for Year 2000 compliance

                [] Presentations to the Board

                [] Presentations to management

                [] Presentations to employees
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                [] Contacted third parties

                [] Other (Please specify):

             
 ______________________________________________________________________________________________________________________________________________________

             
 ______________________________________________________________________________________________________________________________________________________

  

7.     Progress on preparing mission critical systems for the Year 2000

         What is your progress on the following stages of preparation for the Year 2000?

         (a)    

Assessment of steps you will take to address Year 2000 Problems with your mission
 critical systems (including preparing an

                inventory of computer systems affected by the Year 2000):

                [] 0% complete

                [] 1-25%

                [] 26-50%

                [] 51-75%

                [] 76-99%
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                [] complete

                If not completed, assessment expected to be completed by:                
                                           /      /

                                                                                         
                                       MM     DD     YYYY

         (b)    

Implementation of steps you will take to address Year 2000 Problems with your mission
 critical systems:

                [] 0% complete

                [] 1-25%

                [] 26-50%

                [] 51-75%

                [] 76-99%

                [] complete

                If not completed, implementation expected to be completed by:            
                                           /      /

                                                                                         
                                       MM     DD     YYYY

         (c)    Testing of your mission critical internal systems:

                [] 0% complete
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                [] 1-25%

                [] 26-50%

                [] 51-75%

                [] 76-99%

                [] complete

                If not completed, testing expected to be completed by                    
                                           /      /

                                                                                         
                                       MM     DD     YYYY

         (d)    Did your testing of internal systems result in material exceptions that
 remain unresolved as of this filing?

                [] Yes

                [] No

         (e)    Point-to-point testing of your mission critical systems (including
 testing with other broker-dealers, other financial institutions, customers,

                and vendors):

                [] 0% complete

                [] 1-25%
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                [] 26-50%

                [] 51-75%

                [] 76-99%

                [] complete

                If not completed, testing expected to be completed by                    
                                           /      /

                                                                                         
                                       MM     DD     YYYY

         (f)    Did your point-to-point testing result in material exceptions that remain
 unresolved as of this filing?

                [] Yes

                [] No

         (g)    

Implementation of tested software that addresses Year 2000 Problems with your mission
 critical systems:

                [] 0% complete

                [] 1-25%

                [] 26-50%

                [] 51-75%
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                [] 76-99%

                [] complete

                If not completed, implementation expected to be completed by:            
                                           /      /

                                                                                         
                                       MM     DD     YYYY

  

8.     Progress on preparing all other systems for the Year 2000

         What is your progress on the following stages of preparation for the Year 2000?

         (a)    

Assessment of steps you will take to address Year 2000 Problems with your non-critical
 systems (including preparing an

                inventory of computer systems affected by the Year 2000):

                [] 0% complete

                [] 1-25%

                [] 26-50%

                [] 51-75%

                [] 76-99%
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                [] complete

                If not completed, implementation expected to be completed by:            
                                           /      /

                                                                                         
                                       MM     DD     YYYY

         (b)    

Implementation of steps you will take to address Year 2000 Problems with your non-
critical systems:

                [] 0% complete

                [] 1-25%

                [] 26-50%

                [] 51-75%

                [] 76-99%

                [] complete

                If not completed, implementation expected to be completed by:            
                                           /      /

                                                                                         
                                       MM     DD     YYYY

         (c)    
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Testing of your non-critical internal systems:

                [] 0% complete

                [] 1-25%

                [] 26-50%

                [] 51-75%

                [] 76-99%

                [] complete

                If not completed, implementation expected to be completed by:            
                                           /      /

                                                                                         
                                       MM     DD     YYYY

         (d)    Did your testing of internal systems result in material exceptions that
 remain unresolved as of this filing?

                [] Yes

                [] No

         (e)    

Point-to-point testing of your non-critical systems (including testing with other broker-
dealers, other financial institutions, customers,
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and vendors):

                [] 0% complete

                [] 1-25%

                [] 26-50%

                [] 51-75%

                [] 76-99%

                [] complete

                If not completed, implementation expected to be completed by:            
                                           /      /

                                                                                         
                                       MM     DD     YYYY

         (f)    Did your point-to-point testing result in material exceptions that remain
 unresolved as of this filing?

                [] Yes

                [] No

         (g)    

Implementation of tested software that addresses Year 2000 Problems with your non-
critical systems:

                [] 0% complete
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                [] 1-25%

                [] 26-50%

                [] 51-75%

                [] 76-99%

                [] complete

                If not completed, implementation expected to be completed by:            
                                           /      /

                                                                                         
                                       MM     DD     YYYY

  

9.     Contingency Plans

         (a)    Do you have a contingency plan for your systems if, after December 31,
 1999, you have problems caused by Year 2000 Problems?

                [] Yes

                [] No

         (b)    If yes, is the contingency plan in writing?

                [] Yes

                [] No
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                [] Not Applicable

         (c)    If not, what is your progress in preparing a contingency plan?

                [] 0% complete

                [] 1-25%

                [] 26-50%

                [] 51-75%

                [] 76-99%

                [] complete

         (d)    What is the scope of coverage of the contingency plan?

                (Check all that apply)

                [] No systems

                [] Mission critical systems

                [] Physical facilities

                [] Communication systems

                [] All systems

         (e)    Who has approved the contingency plan?
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                (Check all that apply)

                [] No approval

                [] Board of Directors __ Corporate officers

                [] Executive management

                [] Head of Information Technology

                [] Employees

  

10.    Third parties (including clearing firms, vendors, service providers,
 counterparties, etc.) who provide mission critical systems

         (a)    Have you identified all third parties upon whom you rely for your mission
 critical systems?

                [] Yes

                [] No

         (b)    If yes, how many third parties do you rely upon for your mission critical
 systems?

              __________________

                (numeric value)

         (c)    What percentage of third parties upon whom you rely for mission critical
 systems have you contacted regarding their readiness for the
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                Year 2000?

                [] 0% complete

                [] 1-25%

                [] 26-50%

                [] 51-75%

                [] 76-99%

                [] all

                If not all, contact expected to be completed by:                         
                                           /      /

                                                                                         
                                       MM     DD     YYYY

         (d)    Has any third party upon whom you rely for mission critical systems
 declined or failed to provide you with assurances that it is taking the

                necessary steps to prepare for the Year 2000?

                [] Yes

                [] No

                [] Not Applicable

         (e)    If yes, how many third parties providing mission critical systems have
 not provided such assurances?
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              __________________

                (numeric value)

         (f)    Does your contingency plan account for third parties whose systems may
 fail after December 31, 1999?

                [] Yes

                [] No

                [] We have no contingency plan

  

PART II

  Firm Name  
 _______________________________________________________________________________________________
   REPORT          [] August 31,1998

  Firm Address                                                                           
                             FOR:      [] April 30,1999

_____________________________________________________________________________________________________________
                       /      /

  CITY                              STATE                       ZIP                      
                                       MM     DD     YYYY

                                                                                         
                                          REPORT FILING DATE

  SEC File No:                 8
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  CRD File No:

  Pursuant to Section 240.17a-5(e)(5)(iv), identify a specific person or persons that are
 available to discuss the contents of this report and please respond to

  each of the following questions in narrative form. Each question must be answered, even
 if your answer covers the same topics included in Part I of this

  Form.

  (A)       Has the broker's or dealer's board of directors (or similar body) approved
 and funded plans for preparing and testing its computer systems for

            Year 2000 Problems?

  (B)       Do the broker's or dealer's plans for preparing and testing its computer
 systems for Year 2000 Problems exist in writing and do the plans

            address all mission critical computer systems of the broker or dealer
 wherever located throughout the world?

  (C)       Has the broker or dealer assigned existing employees, hired new employees, or
 engaged third parties to provide assistance in addressing Year

            2000 Problems? If so, provide a description of the work that these groups of
 individuals have performed as of the date of each report.

  (D)       What is the broker's or dealer's current progress on each stage of
 preparation for potential problems caused by Year 2000 Problems? These

            stages are:

            (1)   Awareness of potential Year 2000 Problems;
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            (2)   Assessment of what steps the broker or dealer must take to address Year
 2000 Problems;

            (3)   Implementation of the steps needed to address Year 2000 Problems;

            (4)   Internal testing of software designed to address Year 2000 Problems,
 including the number and a description of the material exceptions

                  resulting from such testing that are unresolved as of the reporting
 date;

            (5)   Point-to-point or industry wide testing of software designed to address
 Year 2000 Problems (including testing with other brokers or

                  dealers, other financial institutions, and customers), including the
 number and a description of the material exceptions resulting from

                  such testing that are unresolved as of the reporting date; and

            (6)   Implementation of tested software that will address Year 2000 Problems.

  (E)       Does the broker or dealer have written contingency plans in the event, that
 after December 31, 1999, it has problems caused by Year 2000

            Problems?

  (F)       What levels of management of the broker or dealer are responsible for
 addressing potential problems caused by Year 2000 Problems? Provide a

            description of the responsibilities for -each level of management regarding
 the Year 2000 Problems.

  (G)       Provide any additional material information concerning the broker's or
 dealer's management of Year 2000 Problems that will help the

            Commission and the designated examining authorities assess the readiness of
 the broker or dealer for the Year 2000.
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Independent Public Accountant Report (Part III) Cover Sheet,

  Please complete the following information, 

attach to the Independent Public Accountant Report (Part III). and return with Part I and
 II of 

Form 
  BD-Y2K on or before April 30, 1999.

            

Name and address of Independent Public Accountant/Auditing Firm:

         
 __________________________________________________________________________________________________________________________________________________________

            Independent Public Accountant Firm

         
 __________________________________________________________________________________________________________________________________________________________

            Street Address

         
 __________________________________________________________________________________________________________________________________________________________

            City                                                                         
             State                         Zip

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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February 12, 1999

  

Market Surveillance

 TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

FROM: MARKET SURVEILLANCE

SUBJECT : SPECIAL STOCK LIST (IMBALANCE PUBLICATION) FOR FEBRUARY 12, 1999,
EXPIRATION FRIDAY

February 19, 1999 is an expiration trade date.

An expiration day is a trading day prior to the expiration of index-related derivative products (futures, options
or options on futures), whose settlement pricing is based upon opening or closing prices on the Exchange, as
identified by a qualified clearing corporation (e.g., the Options Clearing Corporation).

The twelve expiration days are expiration Fridays, which fall on the third Friday in every month. If that Friday
is an Exchange holiday, there will be an expiration Thursday in such a month.

SPECIAL STOCK LIST.—IMBALANCE PUBLICATION

The Exchange has identified certain stocks which will, on expiration days, follow mandatory procedures
related to the dissemination of market order imbalances before the opening. There is no special stock list
related to the close.

The special stock list applicable to the February 19, 1999 opening is attached for your reference. The
list includes selected high-capitalized stocks (the fifty most highly capitalized stocks in the S&P 500 Index,
plus any Major Market Index stocks not included among those fifty stocks) and selected mid-capitalized
stocks (the ten most highly capitalized stocks in the S&P MidCap 400 Index).

MANDATORY EXPIRATION DAY PROCEDURES

In summary, in relation to the opening, stocks on the special list must follow procedures related to the
publication of market order imbalances at the appointed time, 9:00 a.m.

In relation to the close, any stock that has an MOC imbalance of 50,000 shares or more must publish
at 3:40 p.m. and update that status at 3:50 p.m.

PRINTING THE CLOSE

Specialists are reminded to print the closing transaction as outlined in {L-End} Rule 116.40, which requires
that any MOC imbalance must be printed against the bid or offer as appropriate followed by a second print
of the MOC paired amount, if any, which should be marked as “stopped stock”. (This is the case even if the
MOC imbalance fills all “book” and Crowd interest, and regardless of whether or not specialist participation
is included.) If there is no imbalance, the paired amount should be printed at the last sale price as “stopped
stock.”

Complete discussion of auxiliary opening procedures and procedures for handling market-on-close (MOC)
orders on expiration days appears in {L-End} Information Memo 96-34, which was published on November 8,
1996. In addition, a complete discussion for handling MOC orders and LOC orders on every trade date
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including expiration days, appears in {L-End} Information Memo 98-20 which was published on June
22, 1998, and became effective on June 24, 1998.

If you have any questions, you may direct them to David Fisch (212) 656-6769 or Carol Krusik (212)
656-4597.

Robert J. McSweeney

Senior Vice President

Attachments

Stock List for the Opening on February 19, 1999, Expiration Friday

                 ABT                ABBOTT LABORATORIES

                 AFL                AFLAC INCORPORATED

                 AHP                AMERICAN HOME PRODUCTS CORPORATION

                 AIG                AMERICAN INTERNATIONAL GROUP INC.

                 AIT                AMERITECH CORP.

                 AOL                AMERICA ONLINE INC.

                 *ATI               AIRTOUCH COMMUNICATIONS, INC.

                 AXP                AMERICAN EXPRESS COMPANY

                 BAC                BANKAMERICA CORPORATION

                 BBY                BEST BUY CO., INC.

                 BEL                BELL ATLANTIC CORPORATION

                 BLS                BELLSOUTH CORPORATION

                 BMY                BRISTOL MYERS SQUIBB COMPANY
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                 *BUD               ANHEUSER-BUSCH COMPANIES, INC.

                 C                  CHRYSLER CORPORATION

                 CDN                CADENCE DESIGN SYSTEMS, INC.

                 CHV                CHEVRON CORPORATION

                 CMB                CHASE MANHATTAN CORP.

                 CPQ                COMPAQ COMPUTER CORPORATION

                 DD                 DU PONT COMPANY

                 DIS                WALT DISNEY COMPANY

                 DOW                DOW CHEMICAL COMPANY

                 EK                 EASTMAN KODAK COMPANY

                 EMC                EMC CORPORATION

                 F                  FORD MOTOR COMPANY

                 FNM                FEDERAL NATIONAL MORTGAGE ASSOCIATION

                 FTU                FIRST UNION CORPORATION

                 G                  GILLETTE COMPANY

                 GE                 GENERAL ELECTRIC COMPANY
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                 GM                 GENERAL MOTORS CORPORATION

                 GTE                GTE CORPORATION

                 HD                 HOME DEPOT INC.

                 HDI                HARLEY-DAVIDSON INC.

                 HWP                HEWLETT-PACKARD COMPANY

                 IBM                INTERNATIONAL BUSINESS MACHINES CORP.

                 IP                 INTERNATIONAL PAPER COMPANY

                 JNJ                JOHNSON AND JOHNSON

                 KO                 COCA-COLA COMPANY

                 KSU                KANSAS CITY SOUTHERN INDUSTRIES, INC.

                 LLY                ELI LILLY AND COMPANY

                 LU                 LUCENT TECHNOLOGIES INC.

                 MCD                MCDONALDS CORPORATION

                 *MDT               MEDTRONIC, INC.

                 MMM                MINNESOTA MINING AND MANUFACTURING

                 MO                 PHILIP MORRIS COS. INC.
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                 MOB                MOBIL CORPORATION

                 MRK                MERCK AND COMPANY INC.

                 ODP                OFFICE DEPOT, INC.

                 ONE                BANK ONE CORPORATION

                 PEP                PEPSICO INC.

                 PFE                PFIZER INC.

                 PG                 PROCTER AND GAMBLE COMPANY

                 PWJ                PAINE WEBBER GROUP INC.

                 S                  SEARS ROEBUCK AND CO.

                 SBC                SOUTHWESTERN BELL CORPORATION

                 SGP                SCHERING PLOUGH CORP.

                 *SKS               SAKS INCORPORATED

                 T                  AMERICAN TELEPHONE AND TELEGRAPH

                 TWX                TIME WARNER INC.

                 TYC                TYCO INTERNATIONAL LTD.

                 VMC                VULCAN MATERIALS COMPANY
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                 WFC                WELLS FARGO & COMPANY (NEW)

                 WLA                WARNER LAMBERT COMPANY

                 WMT                WAL-MART STORES INC.

                 XON                EXXON CORPORATION

This list consists of the 50 highest weighted S&P 500 stocks, the 20 Major Market Index stocks, and the 10
highest weighted S&P MidCap 400 stocks based on market values as of February 5, 1999. The indicated (*)
stocks have been added to the list. FRE, MCK and MTC have been deleted.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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February 12, 1999

  

Market Surveillance

 TO: ALL MEMBERS AND MEMBER ORGANIZATIONS/CHIEF OPERATING OFFICERS

SUBJECT: AMENDMENTS TO {L-End} RULE 80A

EFFECTIVE TUESDAY, FEBRUARY 16, FOR THE FIRST QUARTER OF 1999

the {L-End} Rule 80A restrictions on index arbitrage trading in component stocks of the S&P 500 Stock Price

Index SM *   will be imposed when the Dow Jones Industrial Average SM **   (“DJIA”) is above or below its
closing value on the previous trading day by:

180 points or more

{L-End} Rule 80A restrictions will be removed when the DJIA is above or below its closing value on the
previous trading day by:

90 points or less

The Securities and Exchange Commission approved amendments to {L-End} Rule 80A (Index Arbitrage
Trading Restrictions) which revise the change in the DJIA that triggers the Rule's tick restrictions, eliminate
sidecar provisions and codify the definition of index arbitrage. The revised Rule is attached as Exhibit A.

DJIA Advance/Decline which Imposes Tick Restrictions

{L-End} Rule 80A requires that, for any component stock of the S&P 500 Stock Price Index, whenever the
Dow Jones Industrial Average (“DJIA”) declines from the previous day's close by an amount greater than or
equal to two percent calculated pursuant to the Rule, all index arbitrage orders to sell must be marked “sell
plus”; and whenever the DJIA advances from the previous day's close by such amount, all index arbitrage
orders to buy must be marked “buy minus”. The value at which tick restrictions will be imposed is calculated
quarterly in a manner similar to that used for the calculation of the market-wide circuit breakers in {L-End}
Rule 80B. The two percent value is based upon the average closing value of the DJIA for the last month of
the previous calendar quarter, rounded down to the nearest ten points.

The restrictions are imposed whenever the change from the previous day's close in the DJIA is greater than
or equal to two percent calculated pursuant to the Rule. The restrictions are removed when the DJIA comes
back or retreats to one percent or less, calculated pursuant to the Rule, from the prior day's close.

If removed, the index arbitrage order entry restrictions will be re-imposed each time the DJIA advances or
declines from the prior day's close by two percent calculated pursuant to the Rule.

Sidecar and Stop Orders

The amendments to the Rule delete the sidecar provisions (including the stop order ban) which were
triggered by a 12-point decline from the previous close in the primary S&P 500 futures contract.

Definitions
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Definitions of index arbitrage, program trading and individual investor appear in the supplementary material
to the Rule. The definition of index arbitrage has been amended to mean any trading strategy involving
the purchase or sale of a “basket” or group of stocks in conjunction with the purchase or sale, or intended
purchase or sale, of one or more derivative index products in which pricing is based on the discrepancy
between a “basket” or group of stocks and the derivative index product (i.e., a basis trade), and the strategy
is effected in an attempt to profit by the price difference between the basket and the derivative index product.
For example, the liquidation of a position established by the facilitation of an exchange for physicals, which
involves transactions in a basket of stocks in conjunction with transactions in a related derivative product,
would be subject to {L-End} Rule 80A if it is effected to capture the price difference between the two markets
rather than to eliminate the existing risk of the position.

Questions concerning any matters discussed in this Information Memo may be addressed to Agnes Gautier at
(212) 656-4608 or Donald Siemer at (212) 656-6940.

Robert J. McSweeney

Senior Vice President

Attachment

EXHIBIT A

Text of new version of {L-End} Rule 80A

{L-End} Rule 80A - Index Arbitrage Trading Restrictions

(a) All index arbitrage orders to sell any component stock of the S&P 500 Stock Price lndex SM *   must be

entered with the instruction “sell plus” on any trading day when the Dow Jones Industrial Average SM **  
(“DJIA”) declines below its closing value on the previous trading day by at least the “two-percent value” as
calculated below. This index arbitrage order entry requirement shall remain in effect for the remainder of the
trading day. However, the index arbitrage order entry requirement pursuant to this paragraph (a) shall be
removed if the DJIA subsequently reaches a value below its closing value on the previous trading day that is
a decline equal to the “one-percent value” or less as calculated below.

(b) All index arbitrage orders to buy any component stock of the S&P 500 Stock Price Index must be entered
with the instruction “buy minus” on any trading day when the DJIA advances above its closing value on the
previous trading day by at least the “two-percent value” as calculated below. This index arbitrage order entry
requirement shall remain in effect for the remainder of the trading day. However, the index arbitrage order
entry requirement pursuant to this paragraph (b) shall be removed if the DJIA subsequently reaches a value
above its closing value on the previous trading day that is an advance equal to the “one-percent value” or less
as calculated below.

(c) The principles in paragraphs (a) and (b) shall govern the imposition and removal of the index arbitrage
order entry requirements as to all subsequent movements in the DJIA on that day.

Supplementary Material:

.10 The “two-percent value” shall be calculated at the beginning of each calendar quarter and shall be two-
percent (2.0%), rounded down to the nearest ten points, of the average closing value of the DJIA for the last
month of the previous quarter. The “one-percent value” shall be one-half, rounded down to the nearest ten
points, of the “two-percent value”.

.20 The index arbitrage order entry restrictions shall not apply to index arbitrage market-at-the-close orders
in liquidation of previously established stock positions against derivative index products entered on the last
business day prior to the expiration or settlement of such derivative index products. Such orders shall be
entered pursuant to such procedures as the Exchange may from time to time prescribe.
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.30 All orders containing the instruction “buy minus” or “sell plus” shall be executed as provided in {L-End}
Rule 13.

.40 Definitions.

(a) For purposes of this {L-End} Rule 80A, “index arbitrage” means a trading strategy in which pricing is
based on discrepancies between a “basket” or group of stocks and the derivative index product (i.e., a basis
trade) involving the purchase or sale of a “basket” or group of stocks in conjunction with the purchase or sale,
or intended purchase or sale, of one or more derivative index products in an attempt to profit by the price
difference between the “basket” or group of stocks and the derivative index products. While the purchase
or sale of the stocks must be in conjunction with the purchase or sale of derivative index products, the
transactions need not be executed contemporaneously to be considered index arbitrage. The term “derivative
index products” refers to cash-settled options or futures contracts on index stock groups, and options on any
such futures contracts.

(b) “Program trading” means either (A) index arbitrage or (B) any trading strategy involving the related
purchase or sale of a “basket” or group of 15 or more stocks having a total market value of $1 million or
more. Program trading includes the purchases or sales of stocks that are part of a coordinated trading
strategy, even if the purchases or sales are neither entered or executed contemporaneously, nor part of a
trading strategy involving options or futures contracts on an index stock group, or options on any such futures
contracts, or otherwise relating to a stock market index.

(c) “Account of an individual investor” means an account covered by {L-End} Section 11(a)(1)(E) of the
Securities Exchange Act of 1934.
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Footnotes

*  "Standard & Poor's 500 Stock Price Index" is a service mark of Standard & Poor's Corporation
**  "Dow Jones Industrial Average" is a service mark of Dow Jones & Company, Inc.
*  "Standard & Poor's 500 Stock Price Index" is a service mark of Standard & Poor's Corporation

**  "Dow Jones Industrial Average" is a service mark of Dow Jones & Company, Inc.
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Member Firm Regulation

 TO: MEMBERS, MEMBER ORGANIZATIONS

ATTENTION: MANAGING PARTNER/CHIEF EXECUTIVE OFFICER/CHIEF TECHNOLOGY OFFICER/
YEAR 2000 PROJECT MANAGER/CHIEF FINANCIAL OFFICER/CHIEF OPERATIONS OFFICERS

SUBJECT: YEAR 2000 TESTING OF REGULATORY DATA (CPU TO CPU TRANSMISSIONS)

The Exchange is offering members and member organizations that transmit regulatory data to the Exchange
via CPU to CPU the opportunity to test their transmissions in a Y2K environment with SIAC.

Please contact the SIAC employee listed below for each application you would like to test. Due to Y2K
industry wide testing of trading systems, the SIAC Y2K testing environment will not be available for testing the
applications below until May 3, 1999.

       Application                             Contact

       Daily Specialist Capital                Eileen Kassen (212) 383-2277 or
 ekassen@nyse.com

       PC Complaints                           Eileen Kassen

       FEX (PC Firm Extensions)                Eileen Kassen

       MEX (PC Margin Extensions)              Eileen Kassen

       PC Short Interest                       Eileen Kassen

       

Rule 410B                               Neal Feder (212) 383-2003 or nfeder@siac.com

       Program Trading                         Neal Feder

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

775

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P99-6%2909013e2c855b332a?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


       Blue Sheets                             Neal Feder

Salvatore Pallante

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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January 25, 1999

  

Member Firm Regulation

 THIS MEMO RELATES TO QUALIFICATION REQUIREMENTS FOR ALL FLOOR EMPLOYEES. PLEASE
ROUTE TO COMPLIANCE, LEGAL, REGISTRATION AND TRAINING DEPARTMENTS.

TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER

SUBJECT: TRADING ASSISTANT TRAINING AND QUALIFICATION EXAMINATION REQUIREMENTS

On January 13, 1999 the Securities and Exchange Commission (“SEC”) approved amendments to {L-End}
Rule 35 (“Floor Employees To Be Registered”) implementing training and qualification requirements for Floor
employees of members or member organizations (i.e., Post Clerks and Booth Clerks, also known as Trading

Assistants). The SEC also approved the new Trading Assistant Qualification Examination (Series 25). 1 

{L-End} Rule 35 Amendments

{L-End} Rule 35 currently requires each employee of a member or member organization to be registered
with the Exchange in order to be admitted to the Floor. Pursuant to the amendments, such candidates for
registration shall now qualify by meeting Exchange prescribed training requirements and passing the new
Series 25 examination.

New Trading Assistant candidates (i.e., individuals that become registered pursuant to {L-End} Rule 35 after
March 15, 1999) must complete three months of training (including on-the-job and prescribed classroom
training) and pass the Series 25 examination before functioning as a Trading Assistant without the specialized
supervision by a member that is required during the training period.

All Floor employees registered pursuant to {L-End} Rule 35 as of March 15, 1999 will be required to pass the
Series 25 examination within one year of March 15, 1999. There will be no additional training required for
existing Floor employees, except that those who fail Series 25 twice will be required to participate in training
prior to retaking the exam a third time.

Series 25 Examination

The Series 25 is a 70-question examination developed in conjunction with a committee of Exchange
Members and Trading Assistants. Its purpose is to ensure that candidates have the basic knowledge, skills
and abilities necessary to perform the functions and assume the responsibilities of a Trading Assistant.

Attached is the “Content Outline for the New York Stock Exchange Trading Assistant Qualification
Examination” (Series 25) which provides information regarding the content and nature of the test.

Administration of the exam will commence March 15, 1999. As previously mentioned, existing Floor
employees (Trading Assistants) will be required to pass the exam by March 15, 2000 in order to remain
qualified to function on the Floor.

Information regarding procedures for applying to be admitted to the exam and administration dates, locations
and fees will be published in the near future.

Front Line Specialist Clerk Qualification Examination
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In conjunction with a committee of Members and Front Line Specialist Clerks (“FLSCs”), an examination is
currently under development to qualify FLSCs. This test will be required for Floor employees that function as
FLSCs, in addition to the Series 25. Further information will be forthcoming on this exam once approval has
been received from the SEC.

Questions regarding this memorandum may be directed to Anthony Colonna at 212-656-2741 or Kathy
Fitzgerald 212-656-6854. Requests for additional copies of the Series 25 Content Outline may be directed to
Linda Williams at 212-656-2578.

Salvatore Pallante

Senior Vice President

Content Outline for the New York Stock Exchange

Trading Assistant Qualification Examination (Series 25)

INTRODUCTION

This Content Online is a guide to the topics covered in the Trading Assistant Qualification Examination
(Series 25). The outline is intended to familiarize examination candidates with the range of subjects covered
by the examination, as well as the depth of knowledge required. Sample questions are also included to
acquaint candidates with the principal formats of the multiple-choice questions used in the examination.

Please note that questions used in the examination will be updated to reflect the most current interpretations
of the rules and regulations on which they are based. Candidates are expected to keep current on rules,
regulations and policies.

DEVELOPMENT AND ORGANIZATION OF THE EXAMINATION

The New York Stock Exchange, with the cooperation of a committee of Exchange Members and Trading
Assistants, developed the Trading Assistant Qualification Examination (Series 25). The Series 25
Examination will ensure that Trading Assistants have the basic knowledge, skills and abilities necessary to
perform the functions and carry out the responsibilities of a Trading Assistant.

The Series 25 is a two-hour, 70-question examination, administered in paper and pencil format. There are
several forms of the examination. The passing score may differ slightly from form to form. However, careful
steps are taken to ensure that all forms are as similar as possible in degree of difficulty.

ELIGIBILITY REQUIREMENT

As mandated by {L-End} NYSE Rule 35 (Floor Employees To Be Registered) and the NYSE interpretation
of {L-End} Rule 35, each new Trading Assistant candidate must undergo three months of training (including
on-the-job and classroom instruction) prior to taking the examination. After the training is completed, the
candidate must pass the Series 25 Examination.

APPLICATION PROCEDURES

If a candidate does not have an approved U-4 application on file, the member organization must file a {L-
End} Form U-4 with the New York Stock Exchange's Qualifications & Registrations Department, 20 Broad St.
22nd Floor NY, NY 10005 before a candidate may take the Series 25. The exam is administered at the NYSE
offices, and administrations are given at least once a month.

Questions concerning applying for the examination should be addressed to the Qualifications & Registrations
Department. Copies of the content outline are available from the NYSE's Testing Standards Department, 20
Broad Street, 23rd Floor.
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This study outline has been created to assist candidates to prepare for the Series 25 Examination. It may be
used to structure or prepare training material and serve as a training aide. The outline and the test are divided
into the five topics:

MAJOR TOPIC AREAS

  

SECTION   DESCRIPTION                                                  NUMBER OF        %
 OF TOTAL

                                                                         

QUESTIONS        QUESTIONS

  I.        The Auction Market                                              20           
    29%

  II.       Order Recognition                                               19           
    27%

  III.      Receiving, Handling and Reporting Orders and Executions         21           
    30%

  IV.       Market Opening and Closing                                       6           
     8%

  V.        Floor Conduct and Safety                                         4           
     6%

                                                                      ---------------  
 ---------------

            Total Number of Questions                                       70           
    100

I. THE AUCTION MARKET

A. Explain the purpose and functions of a stock exchange
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1. Characteristics of the stock market

Primary market, Secondary market, difference between stocks and bonds, Agency functions, Listed
companies, Customer-driven market, Supply and demand, NYSE/SEC/SRO

B. Describe key functional roles on the Trading Floor and their interrelationships, including
the structure of the Floor

1. General definition

Trading Floor, Booth, Post, Specialist, Commission Broker, Independent Broker, Registered Competitive
Market Maker (RCMM), Floor Official, NYSE staff (Supervisor), Information Desk, black and yellow phones,
Market openings and closings

C. Demonstrate basic understanding of the processes and systems used to trade securities
on the NYSE

1. Origination and movement of computerized order systems delivery, execution, reporting systems:
SuperDot, Broker Booth Support System (BBSS), Display Book

D. Describe the purpose of the Intermarket Trading System (ITS)

1. General understanding of the relationship of the NYSE market to ITS markets Purpose of ITS, ITS
participants

E. Rank price fractions and relate fractions and display equivalents used in trading

1. Display Book (DB), Floor Information Display (FID, overhead screens), Broker Booth Support System
(BBSS)

F. Interpret basic data on the NYSE Ticker Tape

1. Common elements of the Ticker Tape - Stock, Volume, Price

G. Define the four components of the quote

1. Meaning of a quote - Bid price, Bid size, Offer price, Offer size

H. Interpret trading dialogue

1. Explain common key terms - Buying, Selling, For, At, Take, Sold, Hit the Bid

II. ORDER RECOGNITION

A. Identify the following order types

1. All-or-none, Day order, Do not reduce (DNR), Do not increase (DNI), Fill-or-kill, Good 'til Canceled (GTC),
Good 'til executed (GTX), Immediate-or-cancel, Limit, Market, Not held (working), Cap-D, Percentage, Sell
plus/buy minus, Short sale, Stop, Stop Limit

B. Identify orders that are to be executed only on the opening or at the close

1. Opening Only (limit, market), Market-on-Close, Limit-on-Close

C. Identify the information that must be on the order ticket
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1. Stock symbol, Quantity, Buy, Sell, Sell Short, Price instruction, Give-up, Billing name, time

III. RECEIVING, HANDLING, AND REPORTING ORDERS AND EXECUTIONS

A. Describe procedures for receiving, recording and transmitting orders to Members

1. Phone, SuperDot, BBSS (Booth), Display Book (Specialist)

B. Identify information needed to complete a trade

1. Contra name, Contra badge number, Execution price, Execution time

C. Define a give-up and its purpose

1. System give-ups, DOT, OARS, YB, or LOC

D. Report, retain and file orders and executions

1. Buy/Sell, Contra name, Price, Billing, Specialist report, Record keeping, Confirm

E. Trace order flow from both the booth and the point-of-sale perspectives

1. Hand-delivered Order - Firm (Trading Desk/Order Desk), Booth Trading Assistant, Booth Broker

F. Give a basic description of comparison and QT procedures

1. Next-day comparison, Comparison cycle, Settlement cycle, Definition of DK'd and QT, Errors

IV. MARKET OPENING AND CLOSING

A. Describe basic influences on prices on the opening and at the close

1. Influences on prices, opening and closing

News in general, Imbalances of shares to buy and sell, Supply and demand

B. Describe market conditions that cause and result in delayed openings and trading halts

1. Definition of an opening delay and trading halt; causes of opening delays and trading halts; procedures
followed for opening delays and trading halts

V. FLOOR CONDUCT AND SAFETY

A. Follow rules and guidelines concerning the conduct of individuals on the Trading Floor

1. Conduct, safety, appearance, dress code, proper identification, sexual harassment, security

B. Describe procedures for handling violations and consequences

1. Floor Official, Market Surveillance, Members, Trading Assistants, Fines, Suspension

The following are the principal formats of the examination questions.

1. Closed Stem Format In this type of item, you are asked a question and are given four possible answers
from which to choose. Which of the following oversees the NYSE?

(A) The CFTC

(B) The FTC
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(C) The GAO

(D) The SEC **

2. Open Stem Format This type of item is characterized by an incomplete sentence followed by four options
that represent conclusions to that sentence.

According to NYSE rules, a block of stock is defined as

(A) 10,000 shares, or a quantity with a market value of $150,000 or more, whichever is less

(B) 10,000 shares, or a quantity with a market value of $200,000 or more, whichever is less **

(C) 20,000 shares, or a quantity with a market value of $200,000 or more, whichever is less

(D) 20,000 shares, or a quantity with a market value of $200,000 or more, whichever is more

3. “EXCEPT” Format This type of item requires you to recognize the one choice that is an exception among
the four answer choices presented.

All of the following are employees of member firms and work on the Trading Floor EXCEPT

(A) Specialist

(B) Trader

(C) Compliance Official **

(D) Independent Broker

4. Roman Numeral Format In this type of item, you are asked a question, which is followed by two or
more statements identified by Roman numerals. The four answer choices represent combinations of these
statements. You are to select the combination that best answers the question.

Which TWO of the following are Self Regulatory Organizations (SROs)?

I. NYSE

II. NASD

III. SIA

IV. SIPC

(A) I and II **

(B) I and III

(C) II and IV

(D) III and IV

5. “MOST/LEAST/BEST” Format This type of item requires you to identify the MOST/LEAST appropriate/
BEST course of action to take in response to a stated problem.

Prior to the close, the Trading Assistant receives a call from an Upstairs Trader informing her to execute a
buy order immediately, but the TA cannot locate the Broker. Which of the following would be the BEST course
of action for the TA to take?

(A) Execute the order because the Member is unavailable

(B) Inform the Upstairs Trader that there is another Member in the crowd who could execute the order

(C) Refuse to place the order because the TA may not execute orders **

(D) Write the order ticket and walk it to the crowd

Copyright 2019, NYSE Group, Inc. All rights reserved.
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The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act Release Nos. 34-40943 and 34-40944, dated January 13, 1999.
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January 20, 1999

  

Member Firm Regulation

IMPORTANT

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: MANAGING PARTNER/CHIEF EXECUTIVE OFFICER/CHIEF TECHNOLOGY OFFICER/
YEAR 2000 PROJECT MANAGER/CHIEF FINANCIAL OFFICER/CHIEF OPERATIONS OFFICER

SUBJECT : MANDATORY PARTICIPATION IN YEAR 2000 TESTING

The Securities and Exchange Commission has approved new {L-End} Rule 437 (“Participation in Year 2000
Testing”) by Release No. 34-40837 on December 28, 1998. The new Rule is effective immediately.

New {L-End} Rule 437, the text of which is attached as Exhibit A, requires that each member not associated
with a member organization, and each member organization participate in industry testing of computer
systems designed to prepare for Year 2000 (“Y2K”), in a manner and frequency prescribed by the Exchange.

The testing encompassed by {L-End} Rule 437 includes integrated industry-wide testing and such other
testing, as the Exchange deems necessary and appropriate. Excluded from the requirements of the Rule
({L-End} Rule 437.10) are members and member organizations that do not use computers in the conduct of
their business, other than those provided by the Exchange for order entry such as the PC Designated Order
Turnaround (PC DOT), Automated Bond System (ABS), and other similar systems.

Y2K Testing

The securities industry has cooperatively been addressing the potential “Year 2000 Problem” in stages which
have included assessment of the problem, implementation of remedial measures, and internal testing. Testing
by and among a broad range of securities industry participants will be of critical importance to ensure that the
markets continue to operate efficiently after January 1, 2000. Generally, all firms that have lines to the NYSE,
other SROs, clearing corporations, or depositories need to perform testing in a Y2K environment.

The next stage involves industry-wide testing of computer systems. To facilitate testing on an integrated,
industry-wide basis, the Securities Industry Association (“SIA”) has undertaken to coordinate these efforts.
The first test is scheduled for March 6, 1999. Test participants are scheduled to include, among others,
exchanges, registered clearing corporations and depositories, data processors, and broker-dealers.

The NYSE is requiring that its member carrying and clearing firms participate in the SIA's March 6 test. While
the Exchange anticipates that all carrying and clearing firms will participate, the SIA may determine that a
particular firm is “not ready’ or there may not be sufficient capacity for all clearing firms to participate. Should
this happen, the Exchange will track alternative testing engaged in by such member organization. Additional
information regarding the SIA test is available by accessing their web site at {L-End} www.sia.com or by
calling 888-Y2K-4SIA.

In addition the Exchange is requiring that all members and member organizations with a direct line to the
NYSE, i.e., through the Online Comparison System (“OCS”) and the Common Message Switch (“CMS”)
conduct tests with the NYSE.
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The Exchange also has been testing its proprietary applications. (See {L-End} NYSE Information Memos
98-38 and {L-End} 98-32 for additional information.)

Further information regarding testing of NYSE direct line and Exchange proprietary applications will be
communicated in the near future.

Exchange Monitoring of Y2K Readiness Efforts

For the past two years, the Exchange has been monitoring members' and member organizations' efforts in
achieving Y2K compliance. During 1999, monitoring of members and member organizations who have not

reached certain percentage levels of completion with regard to the generic milestones 1   will be significantly
intensified. Such members and member organizations will be placed on the Exchange's Internal Alert List and
identified as risk organizations. This may result in the firm being instructed to reduce its business and/or other
disciplinary action.

A member or member organization may be placed on the Exchange's Alert List or subject to disciplinary
actions for any of the reasons listed below:

•Failure to achieve 100% completion for milestones 1 and 2 and 75% completion for milestones 3 and 4 by
March 31, 1999, and 100% completion of milestones 1 through 4 by June 30, 1999;

•A reporting of material weakness in Y2K preparedness on {L-End} FORM BD-Y2K;

•Negative or inaccurate responses on {L-End} FORM BD-Y2K;

•Failure to have written contingency plans to address internal and external failures as required to be reported
on the March 15, 1999 {L-End} FORM BD-Y2K Report; or

•Failure to participate in or conduct testing as required by the NYSE pursuant to {L-End} Rule 437.

•Failure to submit, or incomplete/late submission of required Y2K reports, certifications or other information
requests.

Certification of Y2K Compliance

Members and member organizations are expected to complete all of their internal Y2K remediation and
implementation of systems by June 30, 1999. At that time the written certification by the Chief Executive
Officer that the member or member organization is Y2K compliant must be provided to the Exchange. A copy
of the certification to be used is attached as Exhibit C.

{L-End} FORM BD-Y2K Filing (Due April 30,1999)

All broker/dealers are required to file {L-End} FORM BD-Y2K in accordance with {L-End} SEA Rule 17a-5 by
April 30, 1999 (as of March 15, 1999). The instructions applicable to the initial filing in August 1998 apply to
this filing for Parts I and II. Please refer to {L-End} Information Memo No. 98-24.

In October, 1998, the SEC amended {L-End} SEA Rule 17a-5 to require the filing of an additional report, Part
III, with the April 1999 filing of {L-End} FORM BD-Y2K for broker/dealers that have a capital requirement of
$100,000 or more and an independent audit requirement. This report should be in a form prescribed by the
AICPA in its Statement of Position 98-8 dated October 28, 1998.

All parts of {L-End} FORM BD-Y2K must be submitted to the SEC (original and 2 copies) and the member's
or member organization's Designated Examining Authority (“DEA”) no later than April 30, 1999. This filing will
not be considered submitted on time until all three parts are received by the SEC and DEA.

Questions as to whether an accounting firm should be engaged to prepare Part III of {L-End} FORM BD-Y2K
should be directed to your finance coordinator at the Exchange.

Contingency Plans
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Members and member organizations are reminded that they must have a written Y2K contingency plan.
Further, as the year progresses, this plan must be updated as necessary.

Members and member organizations must also establish a “Command Center’ for the weekend of
12/31/99-1/2/00 with sufficient staffing to assess and attest to its Y2K status. The Exchange will be requiring
members and member organizations to provide certain information at that time. Additional information on
more specific requirements will be provided in future information memos.

During the course of a firm's annual examination or at any other time deemed appropriate, the Exchange may
request written substantiation of statements made regarding Y2K efforts.

Questions regarding industry testing and Exchange monitoring activities may be directed to your finance
coordinator at the Exchange. Questions regarding {L-End} Rule 437 may be directed to Stephen Kasprzak at
212-656-5226.

Salvatore Pallante

Senior Vice President

EXHIBIT A

New {L-End} Rule 437

{L-End} Rule 437. Participation In Year 2000 Testing

Each member not associated with a member organization, and each member organization shall participate
in industry testing of computer systems designed to prepare for Year 2000, in a manner and frequency as
prescribed by the Exchange.

Supplementary Material…

.10 Members and member organizations that do not have or use computer systems in the conduct of their
business, other than those supplied by the Exchange, are not subject to the requirements of this Rule.

EXHIBIT B

YEAR 2000

GENERIC MILESTONES

1. Identify systems that need to be reviewed and upgraded.

2. Review systems and make appropriate changes.

3. Successfully test upgraded systems.

4. Implement upgraded systems.

5. Determine that outside vendor's systems are Y2K compliant.

EXHIBIT C

Chief Executive Officer

Member Organization

Address

RE: Year 2000 Compliance Attestation

Dear :
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We have been advised by Mr./Ms. , the individual designated by your firm to be responsible for its Year
2000 project, that your organization is now Year 2000 compliant. It Is the Exchange's understanding that all
work on your organization's internal system has been completed and that there are no remaining systems or
programming changes or checks to be made, other than those involving outside providers of services (e.g.,
service bureaus, clearing brokers, market data services, etc.) and industry-wide testing, which commences in
1999.

As part of the Exchange's ongoing monitoring of members and member organizations regarding this subject,
I will be contacting you periodically to confirm your organization's Year 2000 compliance status. However,
should your organization undergo any systems changes that would change its compliance status as indicated
above, please notify me as soon as possible.

We would appreciate your confirmation of the foregoing by signing this letter and returning it to me by .
Your immediate attention to this matter is greatly appreciated.

Should you have any questions, please do not hesitate to contact me.

Very truly yours,

                                                        

                                                                

           Finance Coordinator                            Chief Executive Officer -
 Signature

                                                          Print Name      

                                               

                                                          Date:    

                                                      

c: Designee

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  The generic milestones are set forth in Exhibit B.
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Arbitration

 PLEASE ROUTE TO CHIEF EXECUTIVE OFFICER, GENERAL COUNSEL AND DIRECTOR OF
COMPLIANCE

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO {L-End} NYSE RULES 347 AND {L-End} 600 RELATING TO
ARBITRATION OF EMPLOYMENT DISCRIMINATION DISPUTES

The Securities and Exchange Commission recently approved amendments to the New York Stock Exchange,
Inc. (“Exchange”) Rules relating to arbitration of employment disputes. These amendments are summarized
below and the text of the amended rule language is attached as Exhibit A.

The amendments modify the requirement in {L-End} Rule 347 that any employment-related disputes between
a registered representative and a member or member organization be settled by arbitration at the instance of
either party. Under amended {L-End} Rule 347, any claim alleging employment discrimination in violation of
a statute, including any sexual harassment claim, is eligible for arbitration at the Exchange only if the parties
agree to arbitrate the claim after it has arisen.

{L-End} Rule 600 was also amended, adding paragraph (f), to provide that any claim alleging employment
discrimination in violation of a statute, including any sexual harassment claim, shall be eligible for submission
to arbitration only where the parties have agreed to arbitrate the claim after it has arisen. This amendment
excludes from Exchange arbitration statutory employment discrimination claims of non-registered employees
pursuant to pre-dispute arbitration agreements.

Any questions about these rules may be directed to Robert S. Clemente, Director of Arbitration. (212)
656-5608: or Harry Albirt, Manager. (212) 656-2775.

James E. Buck

Senior Vice President & Secretary

Exhibit A

{L-End} Rule 347. Controversies As to Employment or Termination of Employment

(a) Except as provided in paragraph (b), any controversy between a registered representative and any
member or member organization arising out of the employment or termination of employment of such
registered representative by and with such member or member organization shall be settled by arbitration, at
the instance of any such party, in accordance with the arbitration procedure prescribed elsewhere in these
rules.

(b) A claim alleging employment discrimination, including any sexual harassment claim, in violation of a
statute shall be eligible for arbitration only where the parties have agreed to arbitrate the claim after it has
arisen.

{L-End} Rule 600. Arbitration
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(f) Any claim alleging employment discrimination, including any sexual harassment claim, in violation of a
statute shall be eligible for submission to arbitration under these Rules only where the parties have agreed to
arbitrate the claim after it has arisen.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Market Surveillance

 TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

FROM: MARKET SURVEILLANCE

SUBJECT : SPECIAL STOCK LIST (IMBALANCE PUBLICATION) FOR JANUARY 15, 1999, EXPIRATION
FRIDAY

January 15, 1999 is an expiration trade date.

An expiration day is a trading day prior to the expiration of index-related derivative products (futures, options
or options on futures), whose settlement pricing is based upon opening or closing prices on the Exchange, as
identified by a qualified clearing corporation (e.g., the Options Clearing Corporation).

The twelve expiration days are expiration Fridays, which fall on the third Friday in every month. If that Friday
is an Exchange holiday, there will be an expiration Thursday in such a month.

SPECIAL STOCK LIST.—IMBALANCE PUBLICATION

The Exchange has identified certain stocks which will, on expiration days, follow mandatory procedures
related to the dissemination of market order imbalances before the opening. There is no special stock list
related to the close.

The special stock list applicable to the January 15, 1999 opening is attached for your reference. The
list includes selected high-capitalized stocks (the fifty most highly capitalized stocks in the S&P 500 Index,
plus any Major Market Index stocks not included among those fifty stocks) and selected mid-capitalized
stocks (the ten most highly capitalized stocks in the S&P MidCap 400 Index).

MANDATORY EXPIRATION DAY PROCEDURES

In summary, in relation to the opening, stocks on the special list must follow procedures related to the
publication of market order imbalances at the appointed time, 9:00 a.m.

In relation to the close, any stock that has an MOC imbalance of 50,000 shares or more must publish
at 3:40 p.m. and update that status at 3:50 p.m.

PRINTING THE CLOSE

Specialists are reminded to print the closing transaction as outlined in {L-End} Rule 116.40, which requires
that any MOC imbalance must be printed against the bid or offer as appropriate followed by a second print
of the MOC paired amount, if any, which should be marked as “stopped stock”. (This is the case even if the
MOC imbalance fills all “book” and Crowd interest, and regardless of whether or not specialist participation
is included.) If there is no imbalance, the paired amount should be printed at the last sale price as “stopped
stock.”

Complete discussion of auxiliary opening procedures and procedures for handling market-on-close (MOC)
orders on expiration days appears in {L-End} Information Memo 96-34, which was published on November 8,
1996. In addition, a complete discussion for handling MOC orders and LOC orders on every trade date
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including expiration days, appears in {L-End} Information Memo 98-20 which was published on June
22, 1998, and became effective on June 24, 1998.

If you have any questions, you may direct them to David Fisch (212) 656-6769 or Carol Krusik (212)
656-4597.

Robert J. McSweeney

Senior Vice President

Attachments

Stock List for the Opening on January 15, 1999, Expiration Friday

                  ABT              ABBOTT LABORATORIES

                  AFL              AFLAC INCORPORATED

                  AHP              AMERICAN HOME PRODUCTS CORPORATION

                  AIG              AMERICAN INTERNATIONAL GROUP INC.

                  AIT              AMERITECH CORP.

                  AOL              AMERICA ONLINE INC.

                  AXP              AMERICAN EXPRESS COMPANY

                  BAC              BANKAMERICA CORPORATION

                  *BBY             BEST BUY CO., INC.

                  BEL              BELL ATLANTIC CORPORATION

                  BLS              BELLSOUTH CORPORATION

                  BMY              BRISTOL MYERS SQUIBB COMPANY

                  C                CHRYSLER CORPORATION
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                  CDN              CADENCE DESIGN SYSTEMS, INC.

                  CHV              CHEVRON CORPORATION

                  CMB              CHASE MANHATTAN CORP.

                  CPQ              COMPAQ COMPUTER CORPORATION

                  DD               DU PONT COMPANY

                  DIS              WALT DISNEY COMPANY

                  DOW              DOW CHEMICAL COMPANY

                  EK               EASTMAN KODAK COMPANY

                  EMC              EMC CORPORATION

                  F                FORD MOTOR COMPANY

                  FNM              FEDERAL NATIONAL MORTGAGE ASSOCIATION

                  FRE              FREDDIE MAC (VOTING COMMON)

                  FTU              FIRST UNION CORPORATION

                  G                GILLETTE COMPANY

                  GE               GENERAL ELECTRIC COMPANY

                  GM               GENERAL MOTORS CORPORATION
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                  GTE              GTE CORPORATION

                  HD               HOME DEPOT INC.

                  HDI              HARLEY-DAVIDSON INC.

                  HWP              HEWLETT-PACKARD COMPANY

                  IBM              INTERNATIONAL BUSINESS MACHINES CORP.

                  IP               INTERNATIONAL PAPER COMPANY

                  JNJ              JOHNSON AND JOHNSON

                  KO               COCA-COLA COMPANY

                  *KSU             KANSAS CITY SOUTHERN INDUSTRIES, INC.

                  LLY              ELI LILLY AND COMPANY

                  LU               LUCENT TECHNOLOGIES INC.

                  *LXK             LEXMARK INTERNATIONAL GROUP, INC.

                  MCD              MCDONALDS CORPORATION

                  MCK              McKESSON CORPORATION

                  MMM              MINNESOTA MINING AND MANUFACTURING

                  MO               PHILIP MORRIS COS. INC.
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                  MOB              MOBIL CORPORATION

                  MRK              MERCK AND COMPANY INC.

                  *MTC             MONSANTO COMPANY

                  ODP              OFFICE DEPOT, INC.

                  ONE              BANK ONE CORPORATION

                  PEP              PEPSICO INC.

                  PFE              PFIZER INC.

                  PG               PROCTER AND GAMBLE COMPANY

                  PWJ              PAINE WEBBER GROUP INC.

                  S                SEARS ROEBUCK AND CO.

                  SBC              SOUTHWESTERN BELL CORPORATION

                  SGP              SCHERING PLOUGH CORP.

                  T                AMERICAN TELEPHONE AND TELEGRAPH

                  TWX              TIME WARNER INC.

                  TYC              TYCO INTERNATIONAL LTD.

                  VMC              VULCAN MATERIALS COMPANY
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                  WFC              WELLS FARGO & COMPANY (NEW)

                  WLA              WARNER LAMBERT COMPANY

                  WMT              WAL-MART STORES INC.

                  XON              EXXON CORPORATION

This list consists of the 50 highest weighted S&P 500 stocks, the 20 Major Market Index stocks, and the 10
highest weighted S&P MidCap 400 stocks based on market values as of January 4, 1999. The indicated (*)
stocks have been added to the list. AN, CF and SLR have been deleted.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Member Firm Regulation

 TO: MEMBERS, MEMBER ORGANIZATIONS

ATTENTION: CHIEF OPERATIONS OFFICERS/PARTNERS

SUBJECT: AMENDMENTS TO {L-End} RULE 412 (“CUSTOMER ACCOUNT TRANSFER CONTRACTS”)
AND RELATED INTERPRETATION

The Securities and Exchange Commission has recently approved 1   an amendment to {L-End} Rule 412 (see
Exhibit A) with respect to customer account transfers. This will reduce the required time period for the transfer
of accounts between member organizations from seven (7) to six (6) days. The amendment is scheduled to
become effective February 8, 1999 to coincide with the implementation of an enhancement to the Automated
Customer Account Transfer System (ACATS).

The current ACATS system transfer cycle and its scheduled enhancement (the reduction of the ASSET
REVIEW period from 2 days to 1 day) breaks down as follows:

                                                                                      

Current   Scheduled

   INPUT TIF \2/(Receiving Organization) AND VALIDATE (Delivering Organization)   -   3
 days    3 days

   ASSET REVIEW (Receiving Organization)                                          -   2
 days    1 day

   SETTLEMENT PREPARATION (ACATS)                                                 -   1
 day     1 day

   SETTLEMENT (ACATS)                                                             -   1
 day     1 day

\2/ Transfer Initiation Form. A basically standardized industry form signed by the
 customer and submitted by
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the receiving organization to the delivering organization to request an account transfer.

In addition, also effective February 8, 1999, the Exchange will amend its interpretation of {L-End} Rule
412 with respect to “reject codes”. Interpretation 412(b)(1)/02 of the NYSE Interpretation Handbook (see
Exhibit B) enumerates the reasons for which a member organization may reject or take exception to an
account transfer request. The amended interpretation will delete current exception code “reason” number 10
which is based on determining an “account type mismatch”. This is due to its limited usefulness arising from
inconsistencies among member organizations in defining account types.

Any questions relating to this memorandum may be directed to Stephen A. Kasprzak at (212) 656-5226.

Salvatore Pallante

Senior Vice President

EXHIBIT A

Underscore reflects additions [Brackets) denote deletions

{L-End} Rule 412. Customer Account Transfer Contracts

(a) no change

(b)(1) and (b)(2) no change

(b)(3) Within [four (4)] three (3) business days following the validation of a transfer instruction, the carrying
organization must complete the transfer of the customer's securities account to the receiving organization.
The carrying organization and the receiving organization must establish fail to receive and fail to deliver
contracts at then current market values upon their respective books of account against the long/short
positions (including options) in the customer's securities account that have not been physically delivered/
received and the receiving/carrying organization must debit/credit the related money account. The customer's
securities account shall thereupon be deemed transferred.

***

EXHIBIT B

Underscore reflects additions [Brackets] denote deletions

{L-End} Rule 412 Customer Account Transfer Contracts

(b)(1)

/02 Exceptions to Transfer Instruction

A carrying organization may not take exception to a transfer instruction, and therefore deny validation of
the transfer instruction, because of a dispute over securities positions or the money balance in the account
to be transferred. Such alleged discrepancies notwithstanding, the carrying organization must transfer the
securities positions and/or money balance reflected on its books for the account.

An organization may take exception to a transfer only if

1. additional documentation required (additional legal documents such as death or marriage certificates
needed);

2. account is flat;

3. account number is invalid (account number is not on delivering organization's books);

4. request is a duplicate;

5. violates organization's credit policy;
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6. unrecognized (receiving organization cannot identify correct client);

7. client rescinds instruction (client submitted written request to cancel transfer);

8. SS number/tax ID mismatch (number does not correspond to carrying organization's);

9. account title mismatch (receiving organization's account title does not correspond to carrying
organization's);

[10. account type mismatch (receiving organization's account type does not correspond to carrying
organization's);]

[11.] 10. missing authorization signature (TIF requires an additional client signature or successor custodian's
acceptance signature or custodial approval); or

[12.] 11. client takes possession (entire account is in transfer to deliver direct to customer).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See SEA Release No. 34-40712, dated November 25,1998.
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Market Surveillance

 TO: All Members and Member Organizations/Chief Operating Officers

SUBJECT: Rule 80B Trading Halts

The values of Levels 1, 2 and 3 for Rule 80B trading halts are calculated at the beginning of each calendar
quarter, using 10%, 20% and 30%, respectively, of the average closing value of the Dow Jones Industrial
Average for the month prior to the beginning of the quarter. Each percentage calculation is rounded to the
nearest fifty points to create the Levels' trigger points. The values will remain in effect until the next quarterly
calculation.

EFFECTIVE January 4, 1999, Rule 80B trading halts will be triggered when the Dow Jones Industrial

Average SM *   (“DJIA”) declines below its closing value on the previous trading day by:

900 points (Level 1)

1800 points (Level 2)

2700 points (Level 3)

Trading in all stocks on the Exchange will halt for the time periods specified below.

Level 1 Halt

a) before 2:00 p.m. - one hour;

b) at 2:00 p.m. or later but before 2:30 p.m. - 30 minutes;

c) at 2:30 p.m. or later - trading shall continue, unless there is a Level 2 halt.

Level 2 Halt

a) before 1:00 p.m. - two hours;

b) at 1:00 p.m. or later but before 2:00 p.m. - one hour;

c) at 2:00 p.m. or later - trading shall halt and not resume for the remainder of the day.

Level 3 Halt

at any time - trading shall halt and not resume for the remainder of the day.

A complete discussion of Rule 80B appears in Information Memo No. 98-15 which was published April 13,
1998.

Questions concerning these matters may be addressed to Agnes Gautier at (212) 656-4608 or Donald
Siemer at (212) 656-6940.

Robert J. McSweeney

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Footnotes

*  "Dow Jones Industrial Average" is a service mark of Dow Jones & Company, Inc.
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Arbitration

 TO: Members and Member Organizations

ATTENTION: MANAGING PARTNERS/CHIEF EXECUTIVE OFFICERS/LEGAL COUNSEL

SUBJECT : Amendments to NYSE Arbitration Rules 600, 604, 621, 608, 613, 609, 611 and 627; New
Arbitration Rules 638 and 639

The Securities and Exchange Commission recently approved amendments and additions to the New York
Stock Exchange. Inc. (“Exchange”) Arbitration Rules. The amendments clarify and expand existing rules.
New Rule 638 is intended to expedite and streamline the process by encouraging early resolution through
mediation. New Rule 639 authorizes arbitrators to intervene in the early stages of the process to expedite
large and complex cases. These amendments and new rules are set forth below and are attached as Exhibit
A.

Rule 600

Rule 600 is amended to exclude shareholder derivative actions from arbitration. This augments an earlier
amendment to Rule 600 which excluded class actions from arbitration.

Rules 604 and 621

Rules 604 and 621 are amended to allow arbitrators to dismiss pleadings with or without prejudice for a
party's willful failure to comply with their orders when lesser sanctions have been ineffective.

Rules 608 and 613

Rules 608 and 613 are amended to increase the minimum notice of the initial appointment of arbitrators from
eight to fifteen business days.

Rules 609 and 611

Rules 609 and 611 are amended to increase the parties time to exercise a peremptory challenge from five
to ten business days after notification of identity of the arbitrators. This includes peremptory challenges of
replacement arbitrators.

Rule 627

Rule 627 is amended to provide that the Exchange may serve awards via facsimile or other electronic means
and that the Director of Arbitration (“Director”) shall try to serve a copy of the award contemporaneously on all
parties.

New Rule 638 - Pilot Mediation Program

The Exchange will conduct a two year pilot mediation program which requires a single mediation session (4
hours or less), in non-customer cases where the amount of the claim is $500,000 or more. To encourage
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the parties to mediate, the mediator's fee, up to a maximum of $500, for the first session will be borne by
the Exchange. The pilot will also provide for mediation. with the parties consent, in cases involving public
customers where the amount of the claim is $500,000 or more. The mediator's fee, up to a maximum of $500,
for the first session in these cases will also be borne by the Exchange. In all other cases, mediation will be
available upon the consent of the parties at their expense.

Where the parties have not selected a mediator, the Exchange will provide the parties with the names and
profiles of five mediators. The parties have ten days to agree on a mediator from the list or choose their own
mediator. If the parties cannot agree, the Director will select a mediator from the list. If the parties object to all
the names on the list, the Director will appoint a mediator who was not named on the list. A party may request
that the mediation be conducted by telephone. The mediator will decide whether to grant the request.

New Rule 639 - Pilot Administrative Conference

The Exchange will conduct a two year pilot administrative conference program between the parties and
arbitrators in all cases where the amount of the claim is $500.000 or more. The Director shall schedule the
conference within thirty days after the answer is filed. The administrative conference is intended to expedite
the arbitration by allowing the arbitrators to resolve preliminary issues: to establish discovery and hearing
schedules; to direct the appearance of witnesses, and narrow the issues. A party may request that the
administrative conference be conducted by telephone conference call. The arbitrators will decide whether to
grant the request.

Any questions about these rules may be directed to Robert S. Clemente, Director of Arbitration, (212)
656-5608; or Harry Albirt, Manager, (212) 656-2775.

James E. Buck

Senior Vice President & Secretary

EXHIBIT A

Rule 600. Arbitration

(e) Shareholder Derivative Actions

Shareholder derivative actions may not be arbitrated under the Rules of' the New York Stock Exchange, Inc.

Rule 604. Dismissal of Proceedings

(a) At any time during the course of an arbitration, the arbitrators may, either upon their own initiative or at
the request of a party, dismiss the proceeding and refer the parties to their judicial remedies or to any other
dispute resolution forum agreed to by the parties without prejudice to any claims or defenses available to any
party, or other remedies provided by law.

(b) The arbitrators may dismiss a claim, defense or proceeding with prejudice as a sanction for willful and
intentional failure to comply with an order of the arbitrator(s) if lesser sanctions have proven ineffective.

(c) The arbitrators shall upon the joint request of the parties dismiss the proceedings.

Rule 608. Notice of Selection of Arbitrators

The Director of Arbitration shall inform the parties of the names and employment histories of the arbitrators for
the past ten (10) years, as well as information disclosed pursuant to Rule 610, at least fifteen (15) business
days prior to the date fixed for the initial hearing session. A party may make further inquiry of the Director of
Arbitration concerning an arbitrator's background. In the event that any arbitrator, after appointment and prior
to the first hearing session, should resign, die, withdraw, be disqualified or otherwise be unable to perform
as an arbitrator, the Director of Arbitration shall appoint a new member to the panel to fill any vacancy.
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The Director of Arbitration shall inform the parties of the name and employment history of the replacement
arbitrator for the past ten (10) years, as well as information disclosed pursuant to Rule 610, as soon as
possible. A party may make further inquiry of the Director of Arbitration concerning the background of the
replacement arbitrator and within the time remaining prior to the first hearing session or the ten (10) day
period provided under Rule 609, whichever is shorter, may exercise its right to challenge the replacement
arbitrator as provided in Rule 609.

Rule 609. Peremptory Challenge

In any arbitration proceeding, each party shall have the right to one peremptory challenge. In arbitrations
where there are multiple claimants, respondents and or third party respondents, the claimants shall have one
peremptory challenge, the respondents shall have one peremptory challenge and the third party respondents
shall have one peremptory challenge, unless the Director of Arbitration determines that the interests of
justice would be best served by awarding additional peremptory challenges. Unless extended by the Director
of Arbitration, a party wishing to exercise a peremptory challenge must do so by notifying the Director of
Arbitration in writing within ten (10) business days of notification of the identity of the person(s) named under
Rule 619(d), (e) or Rule 608 whichever comes first. There shall be unlimited challenges for cause.

Rule 611. Disqualification or Other Disability of Arbitrators

In the event that any arbitrator, after the commencement of the first hearing session and prior to the rendition
of the award, should resign, die, withdraw, be disqualified or otherwise be unable to perform as an arbitrator,
the remaining arbitrator(s) may continue with the hearing and determination of the controversy, unless such
continuation is objected to by any party within five (5) days of notification of the vacancy on the panel. Upon
objection, the Director of Arbitration shall appoint a new member to the panel to fill any vacancy. The Director
of Arbitration shall inform the parties as soon as possible of the name and employment history for the past
ten (10) years of the replacement arbitrator, as well as information disclosed pursuant to Rule 610. A party
may make further inquiry of the Director of Arbitration concerning the replacement arbitrator's background and
within the time remaining prior to the next scheduled hearing session or the ten (10) day period under Rule
609, whichever is shorter, may exercise its right to challenge the replacement arbitrator as provided in Rule
609.

Rule 613. Designation of Time and Place of Hearings

The time and place for the initial hearing shall be determined by the Director of Arbitration and each hearing
thereafter by the arbitrators. Notice of the time and place for the initial hearing shall be given at least fifteen
(15) business days prior to the date fixed for the hearing by personal service, registered or certified mail to
each of the parties unless the parties shall, by their mutual consent, waive the notice provisions under this
section. Notice for each hearing, thereafter, shall be given as the arbitrators may determine. Attendance at a
hearing waives notice thereof.

Rule 621. Interpretation of the Provisions of the Code and Enforcement of Arbitrator(s)
Rulings.

The arbitrator(s) shall be empowered to interpret and determine the applicability of all provisions under this
Code and to take appropriate action to obtain compliance with any ruling by the arbitrator(s) including, but not
limited to, imposing sanctions pursuant to Rule 604. Such interpretations and actions to obtain compliance
shall be final and binding upon the parties.

Rule 627. Awards

(c) The Director of Arbitration shall endeavor to serve a copy of the award on all parties contemporaneously:
(i) by facsimile transmission or other electronic means; or, (ii) by registered or certified mail upon all parties
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or their counsel, at the address of record; or (iii) by personally serving the award upon the parties; or, (iv,) by
filing or delivering the award in such a manner as may be authorized by law.

Rule 638. Mediation

(a) A single mediation session of up to four hours will be conducted in all cases not involving public customers
submitted for arbitration where the amount of the claim is $500,000 or more.

(b) The New York Stock Exchange will provide the parties with a mediator. The mediator's fee for the single
mediation session shall be $500 and shall be paid by the New York Stock Exchange. If the parties select a
mediator of their own choosing, from outside the list of proposed mediators, they shall be responsible for any
difference in the mediator's fee. If the parties desire they can extend the mediation beyond the first session at
their own expense.

(c) Unless the parties agree on a mediator, the Director of Arbitration will send the parties a list of five
proposed mediators together with the mediators' biographical information described in Rule 608. The parties
shall have ten days to agree on a mediator from the list or choose their own mediator. If no agreement is
reached. the Director of Arbitration will select a mediator from the list unless all the names on the list are
objected to by the parties. In that instance. the Director of Arbitration will appoint a mediator from outside the
list.

(d) Unless otherwise agreed to by the parties, mediation shall not delay the arbitration.

(e) The mediation shall be confidential and no record kept of the proceeding. The mediator will not be
permitted to act as an arbitrator in the same case and the mediator shall not be called to testify in any
proceeding regarding the mediation.

(f) Mediation under this rule shall be available in all matters submitted to arbitration involving public customers
where the amount of the claim is $500,000 or more, upon the consent of the parties. The mediator will be
compensated under paragraph (b) of this rule.

(g) In all other matters submitted to arbitration, mediation shall be available upon the consent of the parties, at
their own expense.

Rule 639. Administrative Conferences

In all cases where the amount of the claim is $500.000 or more. the parties shall attend an administrative
conference with the arbitrators. The arbitrators will decide whether the conference is conducted by telephone
or in person. The Director of Arbitration shall schedule the conference within 30 days after the answer is filed.

At the conference, the Arbitrators may establish a schedule for discovery and the hearing. issue subpoenas
and direct the appearance of witnesses, and resolve or narrow any other issue which may expedite the
arbitration.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
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December 17, 1998

  

Market Surveillance

 TO: All Members and Member Organizations

SUBJECT : Floor Orders and Reports: Recordkeeping and Audit Trail Requirements

This is a reminder of what must be recorded on Floor orders and reports to comply with both NYSE and SEC
Rules.

Members are reminded that the Exchange is committed to a complete and accurate audit trail. In that regard,
members and member organizations must insure that executing broker badge numbers, contra broker badge
numbers and execution times are reported and are accurate.

To aid in the accurate capturing and processing of audit trail data, the Exchange has standardized Floor
stationery.

ORDERS:

•Orders must contain the information listed in Rules 121 or 123; for example, name and amount of security,
terms of order, time of receipt, and name of entering broker (Rule 121) or entering account (Rule 123).

•The paper on which orders are printed must be of a weight which can easily withstand time-stamping and
repeated handling.

•All sell orders must be marked Long, Short, or Short Exempt.

•A FLOOR ORDER GIVEN BY ONE MEMBER OR MEMBER ORGANIZATION TO AN UNAFFILIATED
MEMBER MUST ALSO REFLECT TIME OF RECEIPT BY THAT UNAFFILIATED MEMBER. (THIS IS AN
SEC REQUIREMENT PURSUANT TO RULE 17a-3(a)(6).) NOTE: POST CLOCKS COULD BE USED IF
THAT WOULD NOT BE DISRUPTIVE.

•An order given to a specialist must not indicate in any way the account for which the order is entered except:
orders physically delivered (as opposed to transmitted through SuperDOT) to the specialist for the account
of the specialist or affiliates of the specialist or other orders that must have the information to be properly
executed, such as orders involving RCMMs, CTs, Rules 144 and 10b-18 (listed company repurchase of its
own stock), as well as “G” orders.

•Cancellations and changes to orders must be in writing.

REPORTS:

•Every member has the duty to report trades as promptly as possible to the appropriate facility to effect
comparison. Current policy requires Exchange clearing members to submit their listed equity comparison data
to the On-Line Comparison System (OCS) within one hour of the time of execution.

•Audit trail requirements for submission to comparison (Rule 132.40).—each report must reflect for each
transaction the following:

A. Name or symbol of security

B. Number of share or quantity
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C. Price of transaction

D. Time of execution

E. Executing broker badge number (the broker who physically did the trade)

F. Contra broker badge number (the broker who was physically on the other side)

G. Executing clearing firm alpha (or number)

H. Contra clearing firm alpha (or number)

•Audit Trail Account Type (Rule 132.30(9)).—if the clearing firm relies solely on Floor reports when submitting
data to comparison, the Floor report must contain the appropriate account type identifier.

Any questions you may have regarding this memorandum may be directed to Mr. David Fisch at (212)
656-6769 or Ms. Carol Krusik at (212) 656-4597.

Robert J. McSweeney

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
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Arbitration

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: MANAGING PARTNERS/CHIEF EXECUTIVE OFFICERS/LEGAL COUNSEL

SUBJECT : ARBITRATION: TIMELY FILING OF ANSWERS TO ARBITRATION CLAIMS; REQUIRED
DISCLOSURE OF PRE DISPUTE ARBITRATION AGREEMENT; INTERPRETATION OF CONSTITUTION -
DECISIONS OF THE DIRECTOR OF ARBITRATION NOT SUBJECT TO REVIEW BY THE BOARD

Answer to Statement of Claim

On November 20, 1997, the Securities and Exchange Commission issued a report on its inspection of the
arbitration facilities of the New York Stock Exchange. The Report recognizes that ensuring that answers to
arbitration claims are timely filed is essential to process cases quickly and fairly. The report notes that failure
to enforce the deadline for respondents' answers could create the appearance of partiality to the NYSE's
member firms.

Rule 612(c)(1) provides that an Answer to a Statement of Claim shall be served within 20 business days of
receipt of the Statement. All members and members organizations are to adhere to the deadline for the filing
of an answer to any arbitration claim.

An extension of time to file the answer may be requested from the Director of Arbitration under Rule 612(c)
(5). Any extension shall be confirmed directly with the Exchange, in writing, with a copy of the letter of
confirmation being sent to the Claimant.

A member or member organization who fails to file an Answer within 20 business days from receipt of the
Statement of Claim (unless the time period has been extended under rule 612(c)(5)) may, in the discretion of
the arbitrators, be barred from presenting any defenses at the hearing (see: Rule 612 (c)(2)(iii)).

Required Disclosure

In recognition that our members and member organizations are expanding their businesses outside of the
United States and increasingly offering their services to public non-institutional customers overseas, the
Exchange will, where warranted by due process and fairness considerations, convene arbitration panels in
London and Tokyo. Decisions on venue overseas will be made using the same criteria used domestically.
Establishing these new hearing locations will accommodate non-U.S. customers of members or member
organizations in Europe and Asia who wish to avail themselves of the Exchange's arbitration facilities.

In further recognition of this global expansion, members and member organizations doing business with
public non-institutional customers outside of the United States, particularly in non-English speaking countries,
must insure that the disclosures required by Rule 636 are communicated in a language in which the customer
is fluent.

Members and member organizations with public non-institutional customers outside the United States,
particularly those doing business in non-English speaking countries, must conduct their own internal review
of their accounts to insure that their Customer Account Agreements are in compliance with the required
disclosure of the Arbitration Rules.
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Decisions of the Director of Arbitration Regarding Jurisdiction and Hearing Situs Are Not Subject to
Review by the Board.

On August 31, 1998 the SEC approved the Exchange's interpretation of Article IV, Section 14 of the
Exchange Constitution to provide that decisions of the Director of Arbitration regarding jurisdiction and
hearing situs are not subject to review by the Exchange's Board of Directors.

The Exchange made this change to eliminate interlocutory appeals from decisions of the Director of
Arbitration regarding jurisdiction and hearing situs. Arbitrators are empowered to interpret and determine the
applicability of all provisions of the Arbitration Rules and thereby can overturn decisions of the Director of
Arbitration regarding situs of the first hearing (Rule 621). Decisions of the Director of Arbitration regarding
jurisdiction are subject to review by the courts.

James E. Buck

Copyright 2019, NYSE Group, Inc. All rights reserved.
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December 11, 1998

  

Member Firm Regulation

 TO: Members and Member Organizations

ATTENTION: Chief Executive Officer/Managing Partner and Legal and Compliance Departments

SUBJECT : Exchange Guidelines on Gifts and Entertainment

With the approaching holiday season, members and member organizations are reminded of the Exchange's
policy relating to gifts, gratuities and entertainment which were set forth in Information Memo 97-53, dated
November 21, 1997, a copy of which is enclosed, together with the Exchange's Guidelines on Gifts and
Entertainment.

Members and member organizations are requested to recirculate the Information Memo and Guidelines and
to adhere to the Exchange's gift, gratuities and entertainment policies as set forth therein.

Questions relating to member organization employees on the Exchange Trading Floor may be directed to
Martin Levine at 212-656-6798. Questions relating to Exchange employees on the Trading Floor may be
directed to Diane Moreno at 212-656-2281. Questions relating to other Exchange employees or to Exchange
Rule 350 (“Compensation or Gratuities to Employees of Others”) may be directed to Patricia Dorilio at
212-656-2744 or Mary Anne Furlong at 212-656-4823.

Salvatore Pallante

Senior Vice President

Attachment

Member Firm Regulation

Number 97-53

November 21, 1997

TO: All MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER AND LEGAL AND COMPLIANCE
DEPARTMENTS

SUBJECT: EXCHANGE GUIDELINES ON GIFTS AND ENTERTAINMENT

This Information Memo sets forth the recently-adopted Exchange “Guidelines on Gifts and Entertainment that
is applicable to all Exchange employees. A copy of the guidelines is attached as Exhibit A.

The guidelines generally prohibit most Exchange employees from accepting gifts and gratuities from
members, allied members and member organizations. Limited exceptions are provided for Exchange Trading
Floor employees in the Floor Operations Department (below the level of director), who may accept usual and
customary gratuities, not in excess of $50 per year, from a member, allied member or member organization
provided that the member, allied member or member organization properly records and reports the gratuity
to the Exchange. Please note that any such gratuities from a member organization, its partners, officers or
employees must be aggregated in calculating the $50 limitation. An exception is also provided for Exchange
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employees in service provider roles to the Trading Floor, such as coatroom and washroom attendants, who
may accept usual and customary gratuities commensurate with the particular services provided. No reporting
obligation attaches to this last exception.

The Exchange also will be filing amendments to Rule 350 with the Securities and Exchange Commission
which, subject to the same exceptions, will prohibit members, member organizations and allied members
from giving gifts to Exchange employees. The proposed amendments will not be effective until the SEC has
approved the rule filing.

However, Exchange employees are immediately subject to the guidelines. Therefore, in view of the
approaching holiday season, it is important that you make your personnel aware of the guidelines
immediately. Otherwise efforts by your personnel to use traditional holiday gifts to convey the season's
greetings to Exchange employees will place Exchange employees in the embarrassing position of having to
return items and to make the necessary disclosure required by the Exchange's guidelines.

Questions concerning this Information Memo may be directed to Mary Anne Furlong at 212-656-4823 or
Patricia Dorilio at 212-656-2744.

Salvatore Pallante

Senior Vice President

Attachment

EXHIBIT A

GUIDELINES ON GIFTS AND ENTERTAINMENT

The “Conflicts of Interest” section of the Exchange's Statement of Business Conduct and Ethics states:

“At all times when acting on behalf of the Exchange, all employees are expected to act in the interest of the
Exchange, without favor or preference based on possible direct or indirect personal gain. The Exchange
expects that no employee will knowingly place himself or herself in a position that would have the appearance
of being, or could be construed to be, in conflict with the interests of the Exchange.”

In furtherance of these expectations.—and not in place of them.—the Exchange has adopted these”
Guidelines on Gifts and Entertainment” (“Guidelines”) as part of the Statement of Business Conduct and
Ethics (“Statement”). These Guidelines generally prohibit the receipt of gifts and gratuities, including finder's
fees, from “Interested Persons,” and regulate the acceptance of meals and entertainment from them.

An “Interested Person” is any present or prospective:

•Member or member organization,

•Listed company,

•Other customer or vendor of the Exchange,

•Arbitrator or hearing panel member, or any party to a pending arbitration or disciplinary proceeding, or
witness of any party,

•Partner, officer or employee of any of the above-listed persons or organizations, or

•External adviser (e.g., public relations firm, accounting firm, management consulting firm, investment bank or
law firm) acting on behalf of any of the above-listed persons or organizations.

Family Members

The reference in the above excerpt from the Statement to “possible direct and indirect personal gain” includes
personal gain through family members. These Guidelines do not require employees to obtain approval for
family member activities or to report them.
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However, no family member of an employee may receive gifts, gratuities, meals or entertainment from
Interested Persons that the employee could not receive directly under these Guidelines unless the family
member's receipt is independent of the employee's job at the Exchange.

Employees should also bear in mind that other parts of the Statement and certain Departmental policies
require disclosure of family-member activities that might be perceived as giving rise to conflicts of interest.

Gifts and Gratuities

•Except as stated below, Exchange employees may not accept any gratuity (including any “finder's fee”) or
gift - whether cash or otherwise, and regardless of value.—from any Interested Person.

•Employees may accept promotional gifts (but not cash) of nominal value offered in connection with either
Exchange-sponsored events (e.g., listing ceremonies) or promotions by Interested Persons. Examples of
acceptable items are paperback diaries and calendars, pencils and pens, tee shirts, key chains, coffee mugs
and baseball caps. Employees should direct questions about specific items to their Divisional Senior Vice
President (or officer of higher rank).

Employees in “service-provider” roles related to the Trading Floor (e.g., coatroom and washroom attendants)
may accept usual and customary gratuities commensurate with the particular services provided.

•Trading Floor employees in the Floor Operations Department below the level of Director may accept
usual and customary gratuities. However, no such employee may accept more than $50 per year from any
particular Interested Person.

•Employees must report to his or her Senior Vice President (or officer of higher rank) in writing attempts by
Interested Persons to give them gifts, gratuities and finder's fees in violation of these Guidelines.

Meals and Entertainment

•Exchange employees may accept breakfast or lunch on business days from an Interested Person if the meal
is offered in the ordinary course of business. Such meals do not require approval. However, the employee
must promptly report the meal to his or her Divisional Senior Vice President (or officer of higher rank) in
writing.

•From time to time, operations/clerical employees in the Floor Operations Department may accept from
Interested Persons meals and non-alcoholic beverages during normal business hours.

•An employee below the level of Senior Vice President must seek approval in advance from his or her
Divisional Senior Vice President (or officer of higher rank) before:

• Accepting dinner, a weekend meal or a holiday meal from any Interested Person, or

• Attending any party, social event, sports event, theater performance or other entertainment sponsored by or
paid for by any Interested Person.

Officers who are not required to seek approval of meals or entertainment, and other employees for whom
circumstances make it impracticable to obtain approval in advance, must report the meal or entertainment
promptly after the fact to his or her Divisional Senior Vice President (or officer of higher rank) in writing.

•No employee may accept from any Interested Person tickets or invitations to any sporting event, social
event, theater performance or other entertainment when the prospective host will not be present at the event
with the employee.

•Employees in the Regulatory Group, purchasing agents, and certain employees in other Divisions and
Departments must comply with more stringent requirements stated in Group, Divisional or Departmental
policies.

Standards and Procedures
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•No officer shall grant an approval under these Guidelines, or accept any meal or entertainment from an
Interested Person, unless he or she determines that the meal or entertainment serves a valid business
purpose and that the proposed conduct is consistent with the “Conflicts of Interest” and other provisions of the
Statement. An officer should consult with the senior Human Resources officer if he or she has any question
about the propriety either of any request for an approval or of his or her personal acceptance of a meal or
entertainment.

•Officers must make a record of each approval contemporaneously. Officers must maintain approval records
and employee reports for five years.

•Officers and employees must use formats and processes approved by the Human Resources Division for
recording approvals and reporting meals and entertainment.

Exceptions and Waivers

•These Guidelines do not apply to meals and entertainment that are part of a charitable event or that an
Interested Person hosts for attendees at a conference, seminar, meeting or similar event sponsored by an
industry association, group or committee.

•Acceptance of meals, travel, or hotel accommodations in connection with bona fide employment pursuits
does not violate these Guidelines and does not require approval or reporting, provided that such acceptance
is otherwise consistent with the “Conflicts of Interest” and other provisions of the Statement and with
Departmental policies designed to assure that an employee considering employment with an Interested
Person does not work on matters involving the Interested Person.

•In place of case-by-case approvals, Group Executive Vice Presidents, and the Chairman in case of
Departments that are not part of Groups, may grant “standing approvals” for types of meals and events
expected to arise frequently in the ordinary course of the business of the Group or Department. Such
“standing approvals” must be in writing and filed with the Human Resources Division.

•The Chairman may waive specific provisions of these Guidelines in a particular instance. Normally, request
for such waivers shall be made through the senior Human Resources officer, who shall make and maintain a
record of each waiver.

An employee should report any actual or attempted violation of these Guidelines to his or her Divisional
Senior Vice President (or officer of higher rank) or, if the circumstances warrant, to the senior Human
Resources officer, the General Counsel or the Chairman.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Market Surveillance

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT : Special Stock List (Imbalance Publication) for December 18, 1998, Expiration Friday

December 18, 1998 is an expiration trade date.

An expiration day is a trading day prior to the expiration of index-related derivative products (futures, options
or options on futures), whose settlement pricing is based upon opening or closing prices on the Exchange, as
identified by a qualified clearing corporation (e.g., the Options Clearing Corporation).

The twelve expiration days are expiration Fridays, which fall on the third Friday in every month. If that Friday
is an Exchange holiday, there will be an expiration Thursday in such a month.

SPECIAL STOCK LIST.—IMBALANCE PUBLICATION

The Exchange has identified certain stocks which will, on expiration days, follow mandatory procedures
related to the dissemination of market order imbalances before the opening. There is no special stock list
related to the close.

The special stock list applicable to the December 18, 1998 opening is attached for your reference. The
list includes selected high-capitalized stocks (the fifty most highly capitalized stocks in the S&P 500 Index,
plus any Major Market Index stocks not included among those fifty stocks) and selected mid-capitalized
stocks (the ten most highly capitalized stocks in the S&P MidCap 400 Index).

MANDATORY EXPIRATION DAY PROCEDURES

In summary, in relation to the opening, stocks on the special list must follow procedures related to the
publication of market order imbalances at the appointed time, 9:00 a.m.

In relation to the close, any stock that has an MOC imbalance of 50,000 shares or more must publish
at 3:40 p.m. and update that status at 3:50 p.m.

PRINTING THE CLOSE

Specialists are reminded to print the closing transaction as outlined in Rule 116.40, which requires that
any MOC imbalance must be printed against the bid or offer as appropriate followed by a second print of
the MOC paired amount, if any, which should be marked as “stopped stock”. (This is the case even if the
MOC imbalance fills all “book” and Crowd interest, and regardless of whether or not specialist participation
is included.) If there is no imbalance, the paired amount should be printed at the last sale price as “stopped
stock.”

Complete discussion of auxiliary opening procedures and procedures for handling market-on-close (MOC)
orders on expiration days appears in Information Memo 96-34, which was published on November 8, 1996.
In addition, a complete discussion for handling MOC orders and LOC orders on every trade date
including expiration days, appears in Information Memo 98-20 which was published on June 22, 1998,
and became effective on June 24, 1998.
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If you have any questions, you may direct them to David Fisch (212) 656-6769 or Carol Krusik (212)
656-4597.

Robert J. McSweeney

Senior Vice President

Attachments

Stock List for the Opening on December 18, 1998, Expiration Friday

                  ABT             ABBOTT LABORATORIES

                  AFL             AFLAC INCORPORATED

                  AHP             AMERICAN HOME PRODUCTS CORPORATION

                  AIG             AMERICAN INTERNATIONAL GROUP INC.

                  AIT             AMERITECH CORP.

                  AN              AMOCO CORPORATION

                  AOL             AMERICA ONLINE INC.

                  AXP             AMERICAN EXPRESS COMPANY

                  BAC             BANKAMERICA CORPORATION

                  BEL             BELL ATLANTIC CORPORATION

                  BLS             BELLSOUTH CORPORATION

                  BMY             BRISTOL MYERS SQUIBB COMPANY
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                  C               CHRYSLER CORPORATION

                  CDN             CADENCE DESIGN SYSTEMS, INC.

                  CF              CRESTAR FINANCIAL CORPORATION

                  CHV             CHEVRON CORPORATION

                  CMB             CHASE MANHATTAN CORP.

                  CPQ             COMPAQ COMPUTER CORPORATION

                  DD              DU PONT COMPANY

                  DIS             WALT DISNEY COMPANY

                  DOW             DOW CHEMICAL COMPANY

                  EK              EASTMAN KODAK COMPANY

                  *EMC            EMC CORPORATION

                  F               FORD MOTOR COMPANY

                  FNM             FEDERAL NATIONAL MORTGAGE ASSOCIATION

                  FRE             FREDDIE MAC (VOTING COMMON)

                  FTU             FIRST UNION CORPORATION

                  G               GILLETTE COMPANY
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                  GE              GENERAL ELECTRIC COMPANY

                  GM              GENERAL MOTORS CORPORATION

                  GTE             GTE CORPORATION

                  HD              HOME DEPOT INC.

                  HDI             HARLEY-DAVIDSON INC.

                  HWP             HEWLETT-PACKARD COMPANY

                  IBM             INTERNATIONAL BUSINESS MACHINES CORP.

                  IP              INTERNATIONAL PAPER COMPANY

                  JNJ             JOHNSON AND JOHNSON

                  KO              COCA-COLA COMPANY

                  LLY             ELI LILLY AND COMPANY

                  LU              LUCENT TECHNOLOGIES INC.

                  MCD             MCDONALDS CORPORATION

                  *MCK            McKESSON CORPORATION

                  MMM             MINNESOTA MINING AND MANUFACTURING

                  MO              PHILIP MORRIS COS. INC.
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                  MOB             MOBIL CORPORATION

                  MRK             MERCK AND COMPANY INC.

                  ODP             OFFICE DEPOT, INC.

                  ONE             BANK ONE CORPORATION

                  PEP             PEPSICO INC.

                  PFE             PFIZER INC.

                  PG              PROCTER AND GAMBLE COMPANY

                  PWJ             PAINE WEBBER GROUP INC.

                  S               SEARS ROEBUCK AND CO.

                  SBC             SOUTHWESTERN BELL CORPORATION

                  SGP             SCHERING PLOUGH CORP.

                  SLR             SOLECTRON CORPORATION

                  T               AMERICAN TELEPHONE AND TELEGRAPH

                  TWX             TIME WARNER INC.

                  TYC             TYCO INTERNATIONAL LTD.

                  *VMC            VULCAN MATERIALS COMPANY
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                  *WFC            WELLS FARGO & COMPANY (NEW)

                  WLA             WARNER LAMBERT COMPANY

                  WMT             WAL-MART STORES INC.

                  XON             EXXON CORPORATION

This list consists of the 50 highest weighted S&P 500 stocks, the 20 Major Market Index stocks, and the 10
highest weighted S&P MidCap 400 stocks based on market values as of December 4, 1998. The indicated
(*) stocks have been added to the list. BA, C (Chrysler Corporation), FSR, KSU and RD have been deleted.
DaimlerChrysler Corporation does not replace Chrysler on the list because Standard & Poors has determined
prospectively not to included foreign stocks in its indicies.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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December 1, 1998

  

Member Firm Regulation

 TO: Registration Managers, Research Directors, Compliance Officers, Training Directors

SUBJECT : Fee Increase for the Supervisory Analyst Examination (Series 16)

The fee for the New York Stock Exchange Supervisory Analyst Examination (Series 16) will be increased to
$200 per administration effective December 1, 1998.

The fee increase will offset additional expenses incurred in developing, updating, and administering the
examination in a computerized format.

Questions or comments regarding this memo can be addressed to Anthony Colonna at (212) 656-2741.

Salvatore Pallante

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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November 25, 1998

  

Member Firm Regulation

 TO: Members and Member Organizations

ATTENTION:: MANAGING PARTNER/CHIEF EXECUTIVE OFFICER/CHIEF TECHNOLOGY OFFICER/
YEAR 2000 PROJECT MANAGER/CHIEF FINANCIAL OFFICER/CHIEF OPERATIONS OFFICER

SUBJECT : YEAR 2000 TESTING OF NYSE PERSONAL COMPUTER APPLICATIONS

The New York Stock Exchange is currently upgrading and testing for Year 2000 compliance all of its
proprietary regulatory software applications that reside on personal computers at members and member
organizations. Upon completion, new versions of the applications will be distributed to every member and
member organization affected. See attached list of all NYSE Regulatory Applications and schedule of
completion dates.

While the NYSE and SIAC are making considerable effort to ensure that the applications are Year 2000
compliant, we cannot guarantee the success of the applications' performance on a member's or member
organization's hardware. Therefore, members and member organizations should promptly test the new
applications upon receipt and notify the SIAC PC Center of any problems at (212) 383-2062.

If a member or member organization would like to conduct a test of particular applications with NYSE
systems, it should coordinate those efforts through the SIAC PC Service Center.

If you have any questions, please call the SIAC PC Service Center.

Salvatore Pallante

Senior Vice President

Attachment

                 

NYSE PERSONAL COMPUTER APPLICATIONS

        NYSE APPLICATION                     Y2K REVISION         NEW VERSION

        AT FIRM SITE                         NEEDED/CODED         AVAILABLE

                                             TESTED
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        BLUE SHEETS                          NO CHANGE REQUIRED

        DAILY SPECIALIST CAPITAL             YES                  NOVEMBER 1998

        FINANCIAL REPORTING TO SPECIALISTS   YES                  OCTOBER 1998

        PC COMPLAINTS                        YES                  SEPTEMBER 1998

        PC FIRM EXTENSIONS                   NO CHANGE REQUIRED

        PC MARGIN EXTENSIONS                 YES                  NOVEMBER 1998

        PC FOCUS                             YES                  FEBRUARY 1999

        PC SHORT INTEREST                    NO CHANGE REQUIRED

        PROGRAM TRADING                      YES                  OCTOBER 1997

        

RULE 410B                            NO CHANGE REQUIRED

NOTICE

With respect to the applications and any related communications from NYSE or SIAC, each of NYSE and
SIAC disclaims any representation or warranty, express or implied, including without limitation any implied
warranty of merchantability or fitness for a particular purpose. Any member, allied member or member
organization, as a condition of its use of any application or related communication, agrees that (1) to the
extent permitted by applicable law, neither NYSE nor SIAC shall be liable for any direct, indirect, incidental,
consequential or special damages arising in connection with the application or communication or any use
or loss of use thereof; and (2) Article II, Section 6 of the NYSE Constitution shall be applicable to use of the
application or communication, which use shall constitute use or enjoyment by the member, allied member or
member organization of facilities afforded by NYSE.
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November 13, 1998

  

Market Surveillance

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT : Special Stock List (Imbalance Publication) for November 20, 1998, Expiration Friday

November 20, 1998 is an expiration trade date.

An expiration day is a trading day prior to the expiration of index-related derivative products (futures, options
or options on futures), whose settlement pricing is based upon opening or closing prices on the Exchange, as
identified by a qualified clearing corporation (e.g., the Options Clearing Corporation).

The twelve expiration days are expiration Fridays, which fall on the third Friday in every month. If that Friday
is an Exchange holiday, there will be an expiration Thursday in such a month.

SPECIAL STOCK LIST.—IMBALANCE PUBLICATION

The Exchange has identified certain stocks which will, on expiration days, follow mandatory procedures
related to the dissemination of market order imbalances before the opening. There is no special stock list
related to the close.

The special stock list applicable to the November 20, 1998 opening is attached for your reference. The
list includes selected high-capitalized stocks (the fifty most highly capitalized stocks in the S&P 500 Index,
plus any Major Market Index stocks not included among those fifty stocks) and selected mid-capitalized
stocks (the ten most highly capitalized stocks in the S&P MidCap 400 Index).

MANDATORY EXPIRATION DAY PROCEDURES

In summary, in relation to the opening, stocks on the special list must follow procedures related to the
publication of market order imbalances at the appointed time, 9:00 a.m.

In relation to the close, any stock that has an MOC imbalance of 50,000 shares or more must publish
at 3:40 p.m. and update that status at 3:50 p.m.

PRINTING THE CLOSE

Specialists are reminded to print the closing transaction as outlined in Rule 116.40, which requires that
any MOC imbalance must be printed against the bid or offer as appropriate followed by a second print of
the MOC paired amount, if any, which should be marked as “stopped stock”. (This is the case even if the
MOC imbalance fills all “book” and Crowd interest, and regardless of whether or not specialist participation
is included.) If there is no imbalance, the paired amount should be printed at the last sale price as “stopped
stock.”

Complete discussion of auxiliary opening procedures and procedures for handling market-on-close (MOC)
orders on expiration days appears in Information Memo 96-34, which was published on November 8, 1996.
In addition, a complete discussion for handling MOC orders and LOC orders on every trade date
including expiration days, appears in Information Memo 98-20 which was published on June 22, 1998,
and became effective on June 24, 1998.
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If you have any questions, you may direct them to David Fisch (212) 656-6769 or Carol Krusik (212)
656-4597.

Robert J. McSweeney

Senior Vice President

Attachments

Stock List for the Opening on November 20, 1998, Expiration Friday

                 ABT              ABBOTT LABORATORIES

                 *AFL             AFLAC INCORPORATED

                 AHP              AMERICAN HOME PRODUCTS CORPORATION

                 AIG              AMERICAN INTERNATIONAL GROUP INC.

                 AIT              AMERITECH CORP.

                 AN               AMOCO CORPORATION

                 AOL              AMERICA ONLINE INC.

                 AXP              AMERICAN EXPRESS COMPANY

                 *BA              BOEING COMPANY

                 BAC              BANKAMERICA CORPORATION

                 BEL              BELL ATLANTIC CORPORATION

                 BLS              BELLSOUTH CORPORATION
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                 BMY              BRISTOL MYERS SQUIBB COMPANY

                 C                CHRYSLER CORPORATION

                 CCI              CITICORP

                 CDN              CADENCE DESIGN SYSTEMS, INC.

                 CF               CRESTAR FINANCIAL CORPORATION

                 CHV              CHEVRON CORPORATION

                 CMB              CHASE MANHATTAN CORP.

                 CPQ              COMPAQ COMPUTER CORPORATION

                 DD               DU PONT COMPANY

                 DIS              WALT DISNEY COMPANY

                 DOW              DOW CHEMICAL COMPANY

                 EK               EASTMAN KODAK COMPANY

                 F                FORD MOTOR COMPANY

                 FNM              FEDERAL NATIONAL MORTGAGE ASSOCIATION

                 *FRE             FREDDIE MAC (VOTING COMMON)

                 FSR              FIRSTAR CORPORATION
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                 FTU              FIRST UNION CORPORATION

                 G                GILLETTE COMPANY

                 GE               GENERAL ELECTRIC COMPANY

                 GM               GENERAL MOTORS CORPORATION

                 GTE              GTE CORPORATION

                 HD               HOME DEPOT INC.

                 *HDI             HARLEY-DAVIDSON INC.

                 HWP              HEWLETT-PACKARD COMPANY

                 IBM              INTERNATIONAL BUSINESS MACHINES CORP.

                 IP               INTERNATIONAL PAPER COMPANY

                 JNJ              JOHNSON AND JOHNSON

                 KO               COCA-COLA COMPANY

                 *KSU             KANSAS CITY SOUTHERN INDUSTRIES INC.

                 LLY              ELI LILLY AND COMPANY

                 LU               LUCENT TECHNOLOGIES INC.

                 MCD              MCDONALDS CORPORATION
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                 MMM              MINNESOTA MINING AND MANUFACTURING

                 MO               PHILIP MORRIS COS. INC.

                 MOB              MOBIL CORPORATION

                 MRK              MERCK AND COMPANY INC.

                 *ODP             OFFICE DEPOT, INC.

                 *ONE             BANK ONE CORPORATION

                 PEP              PEPSICO INC.

                 PFE              PFIZER INC.

                 PG               PROCTER AND GAMBLE COMPANY

                 *PWJ             PAINE WEBBER GROUP INC.

                 RD               ROYAL DUTCH PETROLEUM COMPANY

                 S                SEARS ROEBUCK AND CO.

                 SBC              SOUTHWESTERN BELL CORPORATION

                 SGP              SCHERING PLOUGH CORP.

                 *SLR             SOLECTRON CORPORATION

                 T                AMERICAN TELEPHONE AND TELEGRAPH
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                 TWX              TIME WARNER INC.

                 *TYC             TYCO INTERNATIONAL LTD.

                 WLA              WARNER LAMBERT COMPANY

                 WMT              WAL-MART STORES INC.

                 XON              EXXON CORPORATION

This list consists of the 50 highest weighted S&P 500 stocks, the 20 Major Market Index stocks, and the 10
highest weighted S&P MidCap 400 stocks based on market values as of November 6, 1998. The indicated
(*) stocks have been added to the list. AES, ALL, CCE, MCK, MN, MTC, NCE, SNG, TRV and TX have been
deleted.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Member Firm Regulation

 TO: Members and Member Organizations (including sole proprietors) Primarily Engaged in
Transactions for Other Members and Member Organizations on the Floor of the Exchange

SUBJECT: Floor Compensation Questionnaire

The Exchange is undertaking a survey to assess the various forms of compensation utilized by floor brokers

to bill for floor executions. Each member and member organization including sole proprietors *   primarily
engaged in executing trades for other members or member organizations on the floor of the Exchange or
primarily engaged in executing trades directly for institutional customers or non-member broker/dealers is
required to complete this survey.

The completion of the survey will permit the Exchange to more completely assess compliance with relevant
Exchange and government regulations.

The attached survey is required to be filed with the Exchange no later than November 13. For your
convenience, the form can be left in the depository box labeled “Floor Compensation Questionnaire” near the
turnstile opposite Post 6, or returned to your Coordinator.

Any report filed after November 13 will be considered late and subject to a late filing fee of $100 per day,
pursuant to NYSE Rule 416.

Any questions should be directed to your coordinator.

Salvatore Pallante

Senior Vice President

NAME(s) OF FLOOR MEMBER:

MEMBER ORGANIZATION: ______________________________

Please check below each method(s) currently being utilized to compute compensation relative to all floor
executions. Only time sources whose payments exceeded $10,000 during the prior twelve (12) months need
to be reported.

Types Of Compensation:

                                                         

YES   NO

Retainer (i.e. - set monthly fee)

Performance based (i.e. -compensation based upon account profitability)

Transaction based (e.g. - $.05 a hundred)

Asset based (i.e. - based upon size of account)
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Soft dollar (i.e. - receive other than cash or check; e.g. - seat lease payments, booth space, clerical
salaries…)

Other, please describe in detail ______________________________________

________________________________________________________________

________________________________________________________________

SIGNATURE OF MEMBER:

DATE: ____________________________________

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

*  Primarily engaged in executing trades for other members and member organizations for this survey is
defined as any member or member organization including sole proprietors which derives more than 75%
of Its monthly revenues from floor executions.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

829

http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 98-35

Click to open document in a browser

October 9, 1998

  

Market Surveillance

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT : Special Stock Lists (Imbalance Publication) for October 16, 1998, Expiration Friday

October 16, 1998 is an expiration trade date.

An expiration day is a trading day prior to the expiration of index-related derivative products (futures, options
or options on futures), whose settlement pricing is based upon opening or closing prices on the Exchange, as
identified by a qualified clearing corporation (e.g., the Options Clearing Corporation).

The twelve expiration days are expiration Fridays, which fall on the third Friday in every month. If that Friday
is an Exchange holiday, there will be an expiration Thursday in such a month.

SPECIAL STOCK LISTS.—IMBALANCE PUBLICATION

The Exchange has identified certain stocks which will, on expiration days, follow mandatory procedures
related to the dissemination of market order imbalances before the opening. There is no special stock list
related to the close.

The special stock list applicable to the October 16, 1998 opening is attached for your reference. The
list includes selected high-capitalized stocks (the fifty most highly capitalized stocks in the S&P 500 Index,
plus any Major Market Index stocks not included among those fifty stocks) and selected mid-capitalized
stocks (the ten most highly capitalized stocks in the S&P MidCap 400 Index).

MANDATORY EXPIRATION DAY PROCEDURES

In summary, in relation to the opening, stocks on the special list must follow procedures related to the
publication of market order imbalances at the appointed time, 9:00 a.m.

In relation to the close, any stock that has an MOC imbalance of 50,000 shares or more must publish
at 3:40 p.m. and update that status at 3:50 p.m.

PRINTING THE CLOSE

Specialists are reminded to print the closing transaction as outlined in Rule 116.40, which requires that
any MOC imbalance must be printed against the bid or offer as appropriate followed by a second print of
the MOC paired amount, if any, which should be marked as “stopped stock”. (This is the case even if the
MOC imbalance fills all “book” and Crowd interest, and regardless of whether or not specialist participation
is included.) If there is no imbalance, the paired amount should be printed at the last sale price as “stopped
stock.”

Complete discussion of auxiliary opening procedures and procedures for handling market-on-close (MOC)
orders on expiration days appears in Information Memo 96-34, which was published on November 8, 1996.
In addition, a complete discussion for handling MOC orders and LOC orders on every trade date
including expiration days, appears in Information Memo 98-20 which was published on June 22, 1998,
and became effective on June 24, 1998.
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If you have any questions, you may direct them to David Fisch (212) 656-6769 or Carol Krusik (212)
656-4597.

Robert J. McSweeney

Senior Vice President

Attachments

Stock List for the Opening on October 16, 1998, Expiration Friday

              ABT              ABBOTT LABORATORIES

              *AES             THE AES CORPORATION

              AHP              AMERICAN HOME PRODUCTS CORPORATION

              AIG              AMERICAN INTERNATIONAL GROUP INC.

              AIT              AMERITECH CORP.

              ALL              THE ALLSTATE CORPORATION

              AN               AMOCO CORPORATION

              AOL              AMERICA ONLINE INC.

              AXP              AMERICAN EXPRESS COMPANY

              BAC              BANKAMERICA CORPORATION

              BEL              BELL ATLANTIC CORPORATION

              BLS              BELLSOUTH CORPORATION
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              BMY              BRISTOL MYERS SQUIBB COMPANY

              C                CHRYSLER CORPORATION

              CCE              COCA-COLA ENTERPRISES INC.

              CCI              CITICORP

              CDN              CADENCE DESIGN SYSTEMS, INC.

              CF               CRESTAR FINANCIAL CORPORATION

              CHV              CHEVRON CORPORATION

              CMB              CHASE MANHATTAN CORP.

              CPQ              COMPAQ COMPUTER CORPORATION

              DD               DU PONT COMPANY

              DIS              WALT DISNEY COMPANY

              DOW              DOW CHEMICAL COMPANY

              EK               EASTMAN KODAK COMPANY

              F                FORD MOTOR COMPANY

              FNM              FEDERAL NATIONAL MORTGAGE ASSOCIATION

              FSR              FIRSTAR CORPORATION
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              FTU              FIRST UNION CORPORATION

              G                GILLETTE COMPANY

              GE               GENERAL ELECTRIC COMPANY

              GM               GENERAL MOTORS CORPORATION

              GTE              GTE CORPORATION

              HD               HOME DEPOT INC.

              HWP              HEWLETT-PACKARD COMPANY

              IBM              INTERNATIONAL BUSINESS MACHINES CORP.

              IP               INTERNATIONAL PAPER COMPANY

              JNJ              JOHNSON AND JOHNSON

              KO               COCA-COLA COMPANY

              LLY              ELI LILLY AND COMPANY

              LU               LUCENT TECHNOLOGIES INC.

              MCD              MCDONALDS CORPORATION

              MCK              MCKESSON CORPORATION

              MMM              MINNESOTA MINING AND MANUFACTURING
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              *MN              MARKETSPAN CORPORATION

              MO               PHILIP MORRIS COS. INC.

              MOB              MOBIL CORPORATION

              MRK              MERCK AND COMPANY INC.

              MTC              MONSANTO COMPANY

              *NCE             NEW CENTURY ENERGIES, INC.

              PEP              PEPSICO INC.

              PFE              PFIZER INC.

              PG               PROCTER AND GAMBLE COMPANY

              RD               ROYAL DUTCH PETROLEUM COMPANY

              S                SEARS ROEBUCK AND CO.

              SBC              SOUTHWESTERN BELL CORPORATION

              SGP              SCHERING PLOUGH CORP.

              *SNG             SOUTHERN NEW ENGLAND TELECOMMUNICATIONS CORP.

              T                AMERICAN TELEPHONE AND TELEGRAPH

              TRV              TRAVELERS GROUP INC.
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              TWX              TIME WARNER INC.

              *TX              TEXACO INCORPORATED

              WLA              WARNER LAMBERT COMPANY

              WMT              WAL-MART STORES INC.

              XON              EXXON CORPORATION

This list consists of the 50 highest weighted S&P 500 stocks, the 20 Major Market Index stocks, and the 10
highest weighted S&P MidCap 400 stocks based on market values as of October 2, 1998. The indicated (*)
stocks have been added to the list. AFL, BA, NB, PWJ, UPC and VMC have been deleted.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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October 6, 1998

  

Market Surveillance

 TO: Members and Member Organizations

SUBJECT: Floor Brokerage Compensation

Recent cases brought by the Exchange and federal regulators emphasize the importance of compliance
with Section 11(a) of the Securities Exchange Act of 1934 and Rule 11a-1 thereunder, which, among other
matters, prohibits a member from executing on the Exchange an order for that member's “own account”
or any account in which such member has an interest, unless the member is entitled to rely on one of
the exceptions provided in that section. In that regard, any compensation arrangement that results in the
member's sharing in the trading profits or trading losses of a customer's account, however structured and
regardless of the extent of sharing in such profits or losses, makes the customer's account the member's
“own account' as well, and subjects the member's trading for that account to the restrictions of Section 11(a).

A member may not execute an order on the Exchange for his or her “own account” unless the member may
rely on one of the following exceptions to Section 11(a):

(1) the member is acting as a specialist or as a block positioner;

(2) the member is effecting a stabilizing transaction in compliance with applicable SEC rules to facilitate a
distribution of a security in which the member effecting such transaction is participating;

(3) the member is effecting a bona fide arbitrage, risk arbitrage, or bona fide hedging transaction;

(4) the member is effecting a transaction to offset a transaction made in error;

(5) the member meets a “business mix” test and is effecting a transaction in which the member yields priority,
parity, and precedence to orders for the accounts of nonmembers (a “G” order); or

(6) the member is registered with the Exchange as a Competitive Trader or Registered Competitive Market
Maker and is trading in that capacity.

Members are also reminded that Section 11(a), SEC Rule 11a-1, and Exchange Rule 95 prohibit
discretionary trading. (See previously issued memoranda dated June 29, 1990 and September 14, 1994
attached hereto.)

Any questions may be referred to Brian McNamara (212) 656-7086 or David Fisch (212) 656-6769.

Robert J. McSweeney

Senior Vice President

Attachment #1

Memorandum

Date: June 29, 1990

TO: All Members and Member Organizations

From: Market Surveillance

Subject: Discretionary Trading

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

836

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P98-34%2909013e2c855b3306?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D11%28a%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE11a-1/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D11%28a%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D11%28a%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D11%28a%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE11a-1/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE95/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


In response to recent inquiries, this is to remind you of the provisions of Exchange Rule 95 (also referred to
in an Information Memo issued on December 19, 1983) which states, in part, that members may not exercise
discretion, on behalf of a customer, as to:

•the choice of the security to be bought or sold;

•the total amount of the security to be bought or sold (i.e., an order must indicate a total number of shares,
within which number a broker may have discretion on a “not held” order); or

•whether the transaction should be one of purchase or sale.

For example, the simultaneous entry with a broker of a “not held” order to purchase a security “at-the-
market” (or at a limit price) and a “not held” order to sell the same security for the same principal “at-the-
market” (or within the same limit parameter as the purchase order), violates the restriction on discretion as to
whether the transaction should be one of purchase or sale.

Rule 95 effectively ensures that one customer will not gain a “time and place” advantage over another
customer. Such advantage, wherein a broker in the Crowd has the ability to make instantaneous,
discretionary decisions on whether to buy and sell on behalf of his customer, would be the equivalent of the
customer having “on-Floor” trading privileges. Only registered traders (i.e., specialists, registered competitive
market-makers and competitive traders), whose dealings are subject to specific rules and related reporting
requirements, are permitted such discretion.

A member may, however, handle buy and sell orders for the same customer at the same time, provided the
limits on the orders do not cross. The following examples specify buy/sell orders which a member may and
may not handle:

   

PERMITTED

   Buy 10,000 at 25                       and   Sell 10,000 at 25 1/8

   Buy 10,000 at-the-market “buy minus”   and   Sell 10,000 at-the-market “sell plus”

   Buy 10,000 at-the market               and   Sell 10,000 at-the-market, contingent
 upon the 

entire

                                                buy order being  completed first

   

NOT PERMITTED
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   Buy 10,000 at at-the-market            and   Sell 10,000 at-the-market

   Buy 10,000 at-the market               and   Sell 10,000 at 25 1/8 (last sale 25) .—
 discretion at a price

                                                of 25 1/8 higher

In addition, members are reminded that when representing several agency orders in the same stock, and
when the terms of such orders can differ, the member representing those orders has a fiduciary responsibility
as agent to each of those customers. That responsibility relates to the appropriate representation and
execution of the orders, as well as disclosure, when appropriate, that multiple orders are being represented.

Any questions regarding the above may be directed to John Gregoretti at (212) 656-2093.

Robert J. McSweeney

Senior Vice President

Attachment #2

NOTE: PLEASE ROUTE TO YOUR COMPLIANCE OFFICER

Market Surveillance

Number 94-44

September 14, 1994

TO: All Members and Member Organizations/Chief Operating Officers

SUBJECT: Amendments to Rule 95 Pertaining to Intra-Day Trading

The Securities and Exchange Commission has recently approved amendments to Exchange Rule 95
regarding representation of intra-day trading orders. THE AMENDMENTS WILL BE EFFECTIVE ON
FRIDAY, SEPTEMBER 23, 1994.

MEETINGS TO DISCUSS THE PROVISIONS OF THE AMENDMENTS WILL BE HELD IN THE BOARD
ROOM ON TUESDAY, SEPTEMBER 20 AT 8:00 A.M. AND WEDNESDAY SEPTEMBER 21 AT 4:10 P.M.
ALL MEMBERS ARE ENCOURAGED TO ATTEND ONE OF THESE SESSIONS.

The amendments provide that if a Floor broker acquires a position for an account during a particular trading
session while representing at the same time, on behalf of that account, market or limit orders at the minimum
variation on both sides of the market, the broker may liquidate or cover the position established during
that trading session only recorded upstairs and upon receipt on the trading Floor. All liquidating orders as
described above must be marked on the Floor as “BC” in the case of an order covering a short position, or
“SLQ” in the case of the sell order liquidating a long position.

The amendments do not apply to (i) any order to liquidate a position carried over from a previous trading
session; (ii) any order liquidating any part of a position assumed as part of a strategy relating to bona fide
arbitrage; or (iii) any order liquidating any part of a block position assumed in reliance on the exemption for
block positioners contained in Section 11(a)(1)(A) of the Securities Exchange Act.

The amended rule, with examples, is attached. Questions concerning the amendments discussed herein may
be addressed to David Fisch at (212) 656-6769 or John Gregoretti at (212) 656-6791.

Robert J. McSweeney
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Senior Vice President

Rule 95: New Intra-Day Trading Provisions

* * *

(c) If a Floor broker acquires a position for an account during a particular trading session while representing at
the same time, on behalf of that account, market or limit orders at the minimum variation on both sides of the
market, the broker may liquidate or cover the position established during that trading session only pursuant
to a new order (a liquidating order) which must be time-recorded upstairs and upon receipt on the trading
Floor. All liquidating orders as described above must be marked on the Floor as “BC” in the case of an order
covering a short position, or “SLQ” in the case of the sell order liquidating a long position.

(d) For the purposes of this rule, an account shall be deemed any account in which the same person or
persons is directly or indirectly interested. A Floor broker representing an order to liquidate or cover a
position, which was established during the same trading session at a time when the broker represented
orders at the minimum variation on both sides of the market for the same account, must execute that
liquidating or covering order before any other order on the same side of the market for that account.

… Supplementary Material

.10 The provisions of this rule shall not apply to (i) any order to liquidate a position carried over from a
previous trading session; (ii) any order liquidating any part of a position assumed as part of a strategy relating
to bona fide arbitrage; and (iii) any order liquidating any part of a block position assumed in reliance on the
exemption for block positioners contained in Section 11(a)(1)(A) of the Securities Exchange Act.

.20 The following examples illustrate the operation of paragraphs (c) and (d) above. All examples assume that
orders are for the same account, and are market buy-minus/sell-plus orders, or limit orders at the minimum
variation.

   B = buy order                       SL = sell long order

   BC = buy to cover short order \1/   SS = sell short order

   T = acquiring trade                 SLQ = sell long to liquidate order \1/

\1/ Designation not used for system orders

I. No Carry-Over Position

A. Crowd

B 5000, SS 5000

T: buy 2000

Steps

1. obtain SLQ 2000 order to liquidate that day

2. SS 5000 order cannot be executed while contra side position exists

B. Crowd
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B 5000, SS 5000

T: sell short 2000

Steps

1. obtain BC 2000 to liquidate that day

2. B 5000 order cannot be executed while contra side position exists

II. Carry-Over Position (2000 shares long)

A. Crowd

B 5000, SL 2000

T: buy 3000

Steps

1. obtain SLQ 3000 order to liquidate new position that day

2. SL 2000 order should be executed first (representing the carry-over position)

III. Carry-Over Position (2000 shares short)

A. Crowd

B 5000, SS 5000

T: sell short 3000

Steps

1. obtain BC 3000 order to liquidate new position that day

2. 2000 shares of B 5000 order may be executed to cover 2000 share carry-over position

3. BC 3000 order must be executed before balance of B 5000 order may be executed.

.30 The following examples indicate the types of buy and sell orders that a member may and may not
represent for the same customer at the same time.

   

PERMITTED

   Buy 10,000 at 25                       and   Sell short, or sell long 10,000 at 25 1/8

   Buy 10,000 at-the-market “buy minus”   and   Sell 10,000 at-the-market “sell plus” (if
 “long”)

   Buy 10,000 at-the market               and   Sell 10,000 at-the-market, contingent
 upon the 
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entire

                                                buy order being  completed first

   

NOT PERMITTED

   Buy 10,000 at at-the-market            and   Sell 10,000 at-the-market

   Buy 10,000 at-the market               and   Sell 10,000 at 25 1/8 (last sale 25) .—
 discretion at a price

                                                of 25 1/8 and higher

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

841

http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 98-32

Click to open document in a browser

October 1, 1998

  

Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: MANAGING PARTNER/CHIEF EXECUTIVE OFFICER/CHIEF TECHNOLOGY OFFICER/
YEAR 2000 PROJECT MANAGER/ CHIEF FINANCIAL OFFICER/CHIEF OPERATIONS OFFICER

SUBJECT: YEAR 2000 TESTING OF NYSE SYSTEMS AND INDUSTRY WIDE TESTING

NYSE SYSTEMS TESTING

The New York Stock Exchange is conducting point to point testing of NYSE systems such as the Online
Comparison System (“OCS”) and Common Message Switch (“CMS”) to ensure Year 2000 readiness.
Members and member organizations that have electronic links to the Exchange should participate in

these tests. 1   NYSE systems testing is being coordinated by SIAC and will take place on weekdays and
weekends. To schedule your organization's participation in the testing for CMS, contact Dom Gallo at SIAC
(212-383-4910), and for OCS, Jim Goode at SIAC (212-383-2786) as soon as possible.

INDUSTRY WIDE TESTING

The Securities Industry Association (SIA) is coordinating integrated industry wide testing which will simulate
a four-day trading cycle. Participating in the test will be securities firms, exchanges, clearance and settlement
organizations, and the depositories. The test will begin on Saturday, March 6, 1999 and continue for a series
of weekends. The “future date” simulation will test the dates of December 29, 1999 through January 3, 2000
with additional testing days for mutual funds and option expiration.

The test conditions and trades will be scripted and made available by the SIA during the SIA's registration
process. Additional information regarding the SIA test is available by accessing their web site at www.sia.com
or by calling 888-Y2K-4SIA. Questions regarding SIA's overall Year 2000 Project may be directed to John
Panchery, 212-618-0559 or jpanchery@sia.com.

All NYSE members and member organizations with direct electronic links will be required to participate in
the industry wide tests. Members and member organizations without direct electronic links should make
appropriate Year 2000 testing arrangements with their clearing firm and/or service provider as soon as
possible.

Salvatore Pallante

Senior Vice President
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1  The Exchange has filed a proposed new Rule 437 with the SEC that will require members and member
organizations to participate in industry testing of computer systems designed to prepare for Year 2000,
in a manner and frequency prescribed by the Exchange. (See SR-NYSE-98-29 filed with the SEC on
9/16/98).
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Market Surveillance

 TO: Members and Member Organizations/Chief Operating Officers

SUBJECT: Rule 80B Trading Halts

The values of Levels 1, 2 and 3 for Rule 80B trading halts are calculated at the beginning of each calendar
quarter, using 10%, 20% and 30%, respectively, of the average closing value of the Dow Jones Industrial
Average for the month prior to the beginning of the quarter. Each percentage calculation is rounded to the
nearest fifty points to create the Levels' trigger points. The values will remain in effect until the next quarterly
calculation.

EFFECTIVE October 1. 1998, Rule 80B trading halts will be triggered when the Dow Jones Industrial

Average SM *   (“DJIA”) declines below its closing value on the previous trading day by:

800 points (Level 1)

1600 points (Level 2)

2350 points (Level 3)

Trading in all stocks on the Exchange will halt for the time periods specified below.

Level 1 Halt

a) before 2:00 p.m. - one hour;

b) at 2:00 p.m. or later but before 2:30 p.m. - 30 minutes;

c) at 2:30 p.m. or later - trading shall continue, unless there is a Level 2 halt.

Level 2 Halt

a) before 1:00 p.m. - two hours;

b) at 1:00 p.m. or later but before 2:00 p.m. - one hour;

c) at 2:00 p.m. or later - trading shall halt and not resume for the remainder of the day.

Level 3 Halt

at any time - trading shall halt and not resume for the remainder of the day.

A complete discussion of Rule 80B appears in Information Memo No. 98-15 which was published April 13,
1998.

Questions concerning these matters may be addressed to Agnes Gautier at (212) 656-4608 or Donald
Siemer at (212) 656-6940.

Robert J. McSweeney

Senior Vice President
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Footnotes

*  "Dow Jones Industrial Average" is a service mark of Dow Jones & Company, Inc.
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Market Surveillance

 TO: All Members and Member Organizations/Chief Operating Officers

SUBJECT: Rule 97 - Limitation on Members' Trading Because of Block Positioning

The Securities and Exchange Commission has approved amendments to NYSE Rule 97 which restricts
a member organization's stock purchases on the same day it has acquired a long position due to block
positioning. These amendments (attached as Exhibit A) provide for certain additional exceptions to the
restrictions of Rule 97 regarding purchases made to facilitate customers' transactions or to rebalance the
member organization's index portfolio. The amendments do not include exceptions for transactions effected
solely to increase a member organization's position.

Rule 97 prohibits a member organization that holds any part of a long position in a stock in its trading account
resulting from a block transaction it effected with a customer from purchasing, for an account in which it (i.e.,
the block positioning firm) has a direct or indirect interest, additional shares of such stock on a “plus” or “zero
plus” tick under certain conditions for the remainder of the trading day on which it acquired the position. The
Rule defines a “block” as a quantity of stock having a market value of $500,000 or more.

Exceptions to the restrictions in the Rule exist for transactions: involving bona fide arbitrage or the purchase
and sale of securities of companies involved in a publicly announced merger, acquisition, consolidation or
tender offer; to offset error transactions; to facilitate the conversion of options; by specialists in their specialty
stocks; or to facilitate the sale of a block of stock by a customer. The recently approved amendments to Rule
97 provide three additional exceptions which apply to purchases by the block positioning firm that increase
its position in order to facilitate certain transactions for customers or that relate to stocks being added to or
reweighted in an index.

The first new exception (paragraph (b)(5)) extends the current exception for a subsequent facilitation trade
of block size to a facilitation trade of less than block size provided that the stock was part of a “basket” of
stocks being sold by a customer. A “basket” of stocks is a group of 15 or more stocks having a total market
value of $1 million or more.

The second new exception (paragraph (b)(6)) permits a block positioner to purchase stock to increase
its position up to the amount required to facilitate a “customer's purchase at the close or after-hours of a
block of stock, a basket of stocks, or a stock being added to or given an increased weighting in an index,
provided the firm has, at the time of its purchase, an existing order from a customer for the at-the-close or
after-hours purchase. This will permit a member organization to position stock in order to effect a cross with a
customer at or after the close. The proprietary purchases must be recorded in a manner which identifies them
as transactions entered into for the purpose of facilitating the customer buy transaction.

It should be noted that the block positioner's purchases exempted under paragraph (b)(6) of Rule 97 are
subject to the limitations on positioning to facilitate customer orders as discussed in Information Memo
No. 95-28 (issued July 10, 1995). These generally preclude the block positioner that has committed to sell
securities after the close to a customer at the closing price from being in the market on a proprietary basis
after 3:40 p.m. when it has left a portion of its positioning to be executed at the close, and such at-the-close
proprietary order can be reasonably expected to impact the closing price.
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The third new exception (paragraph (b)(7)) allows a block positioner to increase its proprietary position in
a stock where such stock is being added to an index or its weight in an index is being increased. Purchases
made may not exceed the position required to rebalance the member organization's index portfolio.

Purchases made in reliance upon the exceptions for the rebalancing of an index must be related to an index
that is a publicly disseminated statistical composite measure based on the price or market value of the
component stocks in a group of stocks. This precludes purchases of a stock which is part of an “index” which
is not publicly recognized.

Member organizations are required to establish and maintain procedures reasonably designed to review
facilitation activities and other proprietary transactions for compliance with Exchange rules and federal
securities laws.

Questions concerning these matters may be addressed to Agnes Gautier at (212) 656-4608 or Donald
Siemer at (212) 656-6940.

Robert J. McSweeney

Senior Vice President

EXHIBIT A

Additions underscored

Deletions [bracketed]

Rule 97 Limitation on Members' Trading Because of Block Positioning

(a) When a member organization holds any part of a long position in a stock in its trading account resulting
from a block transaction it effected with a customer, such member organization may not effect the following
transactions for any account in which it has a direct or indirect interest for the remainder of the trading day on
which it acquired such position:

(i) a purchase on a “plus” tick if such purchase would result in a new daily high;

(ii) a purchase on a “plus” tick within one-half hour of the close;

(iii) a purchase on a “plus” tick at a price higher than the lowest price at which any block was acquired in a
previous transaction on that day; or

(iv) a purchase on a “zero plus” tick of more than 50% of the stock offered at a price higher than the lowest
price at which any block was acquired in a previous transaction on that day.

For purposes of the restrictions in subparagraphs (iii) and (iv) above, in the case where more than one block
was acquired during the day, the lowest price of any such block will be the governing price.

(b) The provisions of paragraph (a) shall not apply to transactions made:

(1) for bona fide arbitrage or to engage in the purchase and sale, or sale and purchase of securities of
companies involved in publicly announced merger, acquisition, consolidation, tender, etc.;

(2) to offset a transaction made in error;

(3) to facilitate the conversion of options;

(4) by specialists in the stocks in which they are registered; [or]

(5) to facilitate the sale of a block of stock or a basket of stocks by a customer[.].

(6) to facilitate an existing customer's order for the purchase of a block of stock, or a specific stock within a
basket of stocks, or a stock which is being added to or reweighted in an index. at or after the close of trading
on the Exchange, provided that the facilitating transactions are recorded as such and the transactions in the
aggregate do not exceed the number of shares required to facilitate the customer's order for such stock; or
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(7) due to a stock's addition to an index or an increase in a stock's weight in an index. provided that the
transactions in the aggregate do not exceed the number of shares required to rebalance the index portfolio.

Supplementary Material:

.10 Definitions. A block positioner is a member organization which engages, either regularly or on an
intermittent basis, in a course of business of acquiring positions to facilitate the handling of customers' orders
on the Floor of the Exchange. For the purposes of this Rule, a block shall mean a quantity of stock having a
market value of $500,000 or more which is acquired by a member organization on its own behalf and/or for
others from one or more buyers or sellers in a single transaction.

For purposes of this Rule, a “basket of stocks” shall mean a group of 15 or more stocks having a total market
value of $1 million or more.

For purposes of this Rule, an “index” shall mean a publicly disseminated statistical composite measure based
on the price or market value of the component stocks in a group of stocks.

.20 Block positioners required to be registered. No member organization shall engage in a course of
business as a block positioner unless the Exchange has approved of its so acting and has not withdrawn
such approval.

.30 Net capital requirement. A member organization which applies to be registered as a block positioner is
required to have and maintain a minimum net capital requirement as defined in Rule 325 of the Exchange of
$1,000,000.

.40 Reports by block positioners. Upon request of the Exchange a member organization registered with the
Exchange as a block positioner shall file a report on Form 97 covering transactions effected on the Floor of
the Exchange in connection with block positioning during the period specified in the request. This report is to
be sent to Market Surveillance Services, 11 Wall Street, 11th Floor, as promptly as possible but no later than
the close of business on the date in which the report is requested to be filed.

.50 Basket Transactions. See paragraph (c)(iv) of Rule 800 (Basket Trading: Applicability and Definitions) in
respect of the inapplicability of this Rule to long stock positions resulting from basket transactions.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Member Firm Regulation

 TO: Research Directors, Compliance Officers, Registration Managers, Training Directors

SUBJECT : Computer Delivery of the Supervisory Analyst Examination (Series 16)

The New York Stock Exchange Supervisory Analyst Examination (Series 16) is available for computer
delivery at any Sylvan Learning and Test Center in the United States effective immediately. Examination
administrations outside the United States will continue to be in paper-and-pencil format only.

Application Process

The computer delivery of the examination does not alter the application process. A member organization
must submit a Form U-4 (or Page 1 only of Form U-4 if the individual previously has filed Form U-4). In

addition, a written explanation of the applicant's appropriate experience 1   must be submitted to: New York
Stock Exchange, Qualifications and Registrations Department, 20 Broad Street, 22nd Floor, New York New
York 10005 or fax to 212-656-2576. The Exchange will then review the application to determine whether
the candidate satisfies the experience requirement and will communicate the determination to the member
organization.

Scheduling Process

The Series 16 is a 100-question examination consisting of two parts: Part I, Regulatory Administration and
Part II, Securities Analysis. (Each part contains 50 questions.) For operational and delivery purposes only, the
Series 16 will be administered as two separate examinations: Series 161 for Part I and Series 162 for Part
II. When making an appointment, the candidate should refer to the S16 examination, but should keep in mind
that the examination may also be referred to as the S161.—Regulatory Administration and S162.—Securities
Analysis. In addition, the candidate should schedule both examinations for the same day.

Please note that in order to allow for processing of the enrollment in the scheduling system, the candidate
should wait at least two business days after receiving Exchange notification of application acceptance
before making an appointment. To schedule an appointment the candidate can call either a local Sylvan
Center or Sylvan's National Registration Center at 800-578-6273 (Select Option 1).

Grade and Reporting

The candidate will be qualified as a supervisory analyst (SA) after passing the S161 and S162.—or the S161

only if the candidate is exempt from Part II (S162) 2  . Candidates who fail must retake the failed part only.
To request another test administration, the member organization must resubmit another Page 1 of Form U-4
and a letter requesting to retake the failed part of the examination. The candidate is not required to resubmit
evidence of acceptable experience as this was already done at the initial examination request.

Within a few days of passing the examination, SA approval will be recorded in the Central Registration
Depository (CRD). The individual's registration is effective as of the date of the SA approval in the CRD
system, not the date of passing the examination.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

849

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P98-30%2909013e2c855b32fe?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECFORMU-4/FSL01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECFORMU-4/FSL01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECFORMU-4/FSL01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECFORMU-4/FSL01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


Member organizations and candidates should refer to the NASD's Regulatory & Compliance Alert (12/97)
and the Notice To Members (6/98) which contain detailed information regarding procedures and tips for
scheduling appointments at Sylvan Centers for securities industry qualification examinations and the
securities industry continuing education regulatory element program.

Questions regarding the application process may be addressed to Juan Vazquez of the Qualifications and
Registrations Department at 212-656-4814. For a copy of the Series 16 Content Outline, please contact Linda
Williams of Testing Standards at 212-656-2578.

Salvatore Pallante

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See NYSE Rule 344, Interpretation (p. 3440, NYSE INTERPRETATION HANDBOOK).
2  Applicants who have completed Level I of the Chartered Financial Analyst (CFA) Examination Program

are exempt from Part II (S162) of the Supervisory Analyst Examination.
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Market Surveillance

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT : Special Stock Lists (Imbalance Publication) for September 18 1998, Expiration Friday

September 18 1998 is an expiration trade date.

An expiration day is a trading day prior to the expiration of index-related derivative products (futures, options
or options on futures), whose settlement pricing is based upon opening or closing prices on the Exchange, as
identified by a qualified clearing corporation (e.g., the Options Clearing Corporation).

The twelve expiration days are expiration Fridays, which fall on the third Friday in every month. If that Friday
is an Exchange holiday, there will be an expiration Thursday in such a month.

SPECIAL STOCK LISTS.—IMBALANCE PUBLICATION

The Exchange has identified certain stocks which will, on expiration days, follow mandatory procedures
related to the dissemination of market order imbalances before the opening. There is no special stock list
related to the close.

The special stock list applicable to the September 18 1998 opening is attached for your reference. The
list includes selected high-capitalized stocks (the fifty most highly capitalized stocks in the S&P 500 Index,
plus any Major Market Index stocks not included among those fifty stocks) and selected mid-capitalized
stocks (the ten most highly capitalized stocks in the S&P MidCap 400 Index).

MANDATORY EXPIRATION DAY PROCEDURES

In summary, in relation to the opening, stocks on the special list must follow procedures related to the
publication of market order imbalances at the appointed time, 9:00 a.m.

In relation to the close, any stock that has an MOC imbalance of 50,000 shares or more must publish
at 3:40 p.m. and update that status at 3:50 p.m.

PRINTING THE CLOSE

Specialists are reminded to print the closing transaction as outlined in Rule 116.40, which requires that
any MOC imbalance must be printed against the bid or offer as appropriate followed by a second print of
the MOC paired amount, if any, which should be marked as “stopped stock”. (This is the case even if the
MOC imbalance fills all “book” and Crowd interest, and regardless of whether or not specialist participation
is included.) If there is no imbalance, the paired amount should be printed at the last sale price as “stopped
stock.”

Complete discussion of auxiliary opening procedures and procedures for handling market-on-close (MOC)
orders on expiration days appears in Information Memo 96-34, which was published on November 8, 1996.
In addition, a complete discussion for handling MOC orders and LOC orders on every trade date
including expiration days, appears in Information Memo 98-20 which was published on June 22, 1998,
and became effective on June 24, 1998 (copy attached).
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If you have any questions, you may direct them to David Fisch (212) 656-6769 or Carol Krusik (212)
656-4597.

Robert J. McSweeney

Senior Vice President

Attachments

Stock List for the Opening on September 18 1998, Expiration Friday

              ABT              ABBOTT LABORATORIES

              AFL              AFLAC INC.

              AHP              AMERICAN HOME PRODUCTS CORPORATION

              AIG              AMERICAN INTERNATIONAL GROUP INC.

              AIT              AMERITECH CORP.

              *ALL             THE ALLSTATE CORPORATION

              *AN              AMOCO CORPORATION

              AOL              AMERICA ONLINE INC.

              AXP              AMERICAN EXPRESS COMPANY

              *BA              THE BOEING COMPANY

              BAC              BANKAMERICA CORPORATION

              BEL              BELL ATLANTIC CORPORATION
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              BLS              BELLSOUTH CORPORATION

              BMY              BRISTOL MYERS SQUIBB COMPANY

              C                CHRYSLER CORPORATION

              CCE              COCA-COLA ENTERPRISES INC.

              CCI              CITICORP

              CDN              CADENCE DESIGN SYSTEMS, INC.

              *CF              CRESTAR FINANCIAL CORPORATION

              CHV              CHEVRON CORPORATION

              CMB              CHASE MANHATTAN CORP.

              CPQ              COMPAQ COMPUTER CORPORATION

              DD               DU PONT COMPANY

              DIS              WALT DISNEY COMPANY

              DOW              DOW CHEMICAL COMPANY

              EK               EASTMAN KODAK COMPANY

              F                FORD MOTOR COMPANY

              FNM              FEDERAL NATIONAL MORTGAGE ASSOCIATION
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              FSR              FIRSTAR CORPORATION

              FTU              FIRST UNION CORPORATION

              G                GILLETTE COMPANY

              GE               GENERAL ELECTRIC COMPANY

              GM               GENERAL MOTORS CORPORATION

              GTE              GTE CORPORATION

              HD               HOME DEPOT INC.

              HWP              HEWLETT-PACKARD COMPANY

              IBM              INTERNATIONAL BUSINESS MACHINES CORP.

              IP               INTERNATIONAL PAPER COMPANY

              JNJ              JOHNSON AND JOHNSON

              KO               COCA-COLA COMPANY

              LLY              ELI LILLY AND COMPANY

              LU               LUCENT TECHNOLOGIES INC.

              MCD              MCDONALDS CORPORATION

              MCK              MCKESSON CORPORATION
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              MMM              MINNESOTA MINING AND MANUFACTURING

              MO               PHILIP MORRIS COS. INC.

              MOB              MOBIL CORPORATION

              MRK              MERCK AND COMPANY INC.

              MTC              MONSANTO COMPANY

              NB               NATIONSBANK CORP.

              PEP              PEPSICO INC.

              PFE              PFIZER INC.

              PG               PROCTER AND GAMBLE COMPANY

              PWJ              PAINEWEBBER GROUP INC.

              RD               ROYAL DUTCH PETROLEUM COMPANY

              S                SEARS ROEBUCK AND CO.

              SBC              SOUTHWESTERN BELL CORPORATION

              SGP              SCHERING PLOUGH CORP.

              T                AMERICAN TELEPHONE AND TELEGRAPH

              TRV              TRAVELERS GROUP INC.
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              TWX              TIME WARNER INC.

              *UPC             UNION PLANTERS CORPORATION

              *VMC             VULCAN MATERIALS COMPANY

              WLA              WARNER LAMBERT COMPANY

              WMT              WAL-MART STORES INC.

              XON              EXXON CORPORATION

This list consists of the 50 highest weighted S&P 500 stocks, the 20 Major Market Index stocks, and the 10
highest weighted S&P MidCap 400 stocks based on market values as of September 4, 1998. The indicated
(*) stocks have been added to the list. AES, KSS, KSU, MER and MWD have been deleted.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Member Firm Regulation

 PLEASE ROUTE TO TRAINING, COMPLIANCE/LEGAL AND REGISTRATION DEPARTMENTS

TO: Members and Member Organizations

ATTENTION: Managing Partners/Chief Executive Officers/Branch Managers/Compliance Officials and
Training and Human Resources Directors

SUBJECT: Status Report on The Continuing Education Program

Attached is a Status Report On The Continuing Education Program and an updated brochure on Questions
and Answers Regarding the Program. These materials were developed by the Securities Industry/Regulatory
Council on Continuing Education, on which the Exchange participates. The materials address new Continuing
Education initiatives, provide updated information and clarification of the amendments to the Continuing

Education rules 1   and answer frequently asked questions regarding both the Regulatory and Firm Element
components of the program.

Questions about the Continuing Education Program should be directed to Christian Billet at (212) 656-2156 or
Patricia DeVita at (212) 656-2746.

Salvatore Pallante

Senior Vice President

Status Report On The Securities Industry Continuing Education Program

On behalf of the Securities Industry/Regulatory Council on Continuing Education 1   (Council), I am pleased
to provide this Status Report on the Securities Industry Continuing Education Program (Program) and on the
activities of the Council. The Program began its fourth year of operation on July 1, 1998, with some important
changes and developments. First and foremost were the changes brought about by the revisions to the
continuing education rules of the industry's self-regulatory organizations (SROs).

Revisions To The Regulatory Element Cycle

The time frames for registered persons to participate in the Regulatory Element have been revised to require
ongoing participation in the Regulatory Element computer-based training by registered persons throughout
their securities careers. Formerly, registered persons were required to complete the Regulatory Element
on three occasions - within 120 days of the second, fifth, and 10th anniversaries of their initial securities
registration (and also when they were the subject of a significant disciplinary action), with graduation from
the Regulatory Element after completion of the 10th anniversary Regulatory Element session. Under the
revised uniform SRO rules, registered persons must participate in the Regulatory Element within 120 days
of the second anniversary of their initial securities registration and every three years thereafter (i.e., the fifth,
eighth, 11th, 14th, etc., anniversaries), with no graduation from the Regulatory Element. Incurring a significant
disciplinary action still results in a requirement to complete the Regulatory Element within 120 days of the
effective date of the significant disciplinary action. The cycle for participation in the Regulatory Element
will then be adjusted to reflect the effective date of the significant disciplinary action rather than the initial
securities registration date.
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The revised SRO rules also allowed a one-time exemption from the Regulatory Element by providing for
continued graduation of those persons who have been registered for more than 10 years as of July 1, 1998,
and who have not been the subject of a significant disciplinary action. However, graduated persons registered
in a principal/supervisor capacity for less than 10 years as of July 1, 1998, and those graduates who acquire
their first principal/supervisor registration after July 1, 1998, re-enter the Regulatory Element regardless of the
number of years they have been registered.

New Computer-Based Training Program For Principals/Supervisors

Another major change deals with the content of the Regulatory Element computer-based training. As
originally adopted, the Regulatory Element program did not discern between registration categories. All
registered persons took the same Regulatory Element program. The amended SRO rules allow the SROs
to designate specific Regulatory Element Programs for specific registration categories. The first such
specialized training will be the Supervisor Program. It is anticipated that this new Supervisor Program will
commence later this year. More information regarding the Supervisor Program will be disseminated prior
to introduction. Persons registered as principals/supervisors will continue to take the current Regulatory
Element Program until implementation of the new Supervisor Program. In the future, additional specific
training programs may be developed for other registration categories.

Changes To The Firm Element

The Firm Element was also revised. As you know, the Firm Element requires that each firm conduct an
annual analysis of its business and related training needs. Firms must administer appropriate training to
their registered persons who have direct contact with customers, and their immediate supervisors on an
ongoing basis. The training must cover topics specifically related to their business, such as new products,
sales practices, risk disclosure, and new regulatory requirements and concerns. The amended SRO rules
require firms to focus specifically on supervisory training needs when conducting their Needs Analysis, and if
it is determined that there is a specific need for such training, to address these needs in their training plans.

Attached to this Status Report are a number of frequently asked questions about both the Regulatory and
Firm Elements of the Program.

Other Activities Of The Council

The Council conducted its first open meeting with broker/dealers on March 26, 1998, in New Orleans,
Louisiana. The open meeting provided a forum for the Council and the firms to discuss various issues related
to the Firm Element.

The open meeting allowed for positive interaction between the Council and firms on the subject of
continuing education. Twenty-seven National Association of Securities Dealers, Inc. (NASD®), New York
Stock Exchange, and/or Municipal Securities Rulemaking Board members based in and around New
Orleans, attended the session. The companies, which employ anywhere between three and 300 registered
representatives, represented various types of firms including bank broker/dealers, investment bankers,
investment advisers who were also broker/dealers, introducing and carrying broker/dealers, retail-oriented
firms, and municipal bond firms.

Topics discussed included:

•How firms measure the effectiveness of their Firm Element training.

•The value of the quarterly Regulatory Element Performance Reports sent by the Continuing Education
Program.

•How firms handle registered representatives who refuse to participate in Firm Element training.

•Whether ethics should be included in continuing education.
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•How helpful firms find Council publications. 2 

•Compliance examinations by the SROs.

Firms were offered the opportunity to meet Council members and express their views. Many of the firms also
benefited from hearing others' experiences and sharing their own. The Council benefited from discussing with
firms ways to make the Continuing Education Program more meaningful. The next open meeting will be held
on Thursday, August 20, 1998, in Denver, Colorado.

What Lies Ahead

The Securities Industry Continuing Education Program has made great strides in the past three years,
and the Council looks forward to enhancing the Program further. I would encourage all participants in the
securities industry to engage in this improvement process by communicating their observations and ideas on
continuing education to the Council members listed in this Update.

Robert H. Watts, Council Chairman

Senior Vice President & Chief Compliance Officer

John Hancock Mutual Life Insurance Co.

Boston, MA

Members Of The Securities Industry/Regulatory Council On Continuing Education

Chairperson

Robert H. Watts

Senior Vice President & Chief Compliance Officer

John Hancock Mutual Life Insurance Co.

Boston, MA

Industry Representatives

Richard A. Austin

Branch Manager and Partner

J.C. Bradford Co.

Charlotte, NC

Cheryl Cook-Schneider

General Partner, Compliance

Edward Jones

St. Louis, MO

John L. Dixon

President & CEO

Mutual Service Corporation

West Palm Beach, FL

Dennis C. Hensley

Managing Director, Associate General Counsel & Head of Compliance

J.P. Morgan & Co, Inc.
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New York, NY

Richard L. Hinton

President

Campbell, Waterman Inc.

Seattle, WA

Sarah McCafferty

Vice President Investment Services & Associate General Counsel

T. Rowe Price Investment Services, Inc.

Baltimore, MD

Leslie C. Quick III

President

U.S. Clearing Corp.

New York, NY

Jerry Roberts

Managing Director

Sterne, Agee & Leach, Inc.

Little Rock, AR

Jim Settel

Senior Vice President & Corporate Ethics Officer (Retired)

Prudential Securities, Inc.

New York, NY

Ruth E. Smith

Senior Vice President

Chase Securities of Texas, Inc.

Houston, TX

John Weingart

Senior Vice President & Branch Manager (Retired)

Smith Barney

Kentfield, CA

Gail T. P. Wickes

Senior Vice President & Director

PaineWebber Incorporated

Weehawken, NJ

SRO Representatives

Diane Anderson

Vice President of Examination

Philadelphia Stock Exchange
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Philadelphia, PA

Mary L. Bender

Senior Vice President, Division of Regulatory Services

Chicago Board Options Exchange

Chicago, IL

Frank J. McAuliffe

Vice President, Testing & Continuing Education

NASD Regulation, Inc.

Rockville, MD

Claire P. McGrath

Vice President and Special Counsel, Derivative Securities Division

American Stock Exchange

New York, NY

Loretta J. Rollins

Director of Professional Qualifications

Municipal Securities Rulemaking Board

Alexandria, VA

Donald van Weezel

Managing Director, Regulatory Affairs

New York Stock Exchange

New York, NY

NASAA Liaisons

Ralph A. Lambiase

Director

Connecticut Department of Banking

Division of Securities

Hartford, CT

Don B. Saxon

Director, Division of Securities

Florida Office of Comptroller

Department of Banking & Finance

Tallahassee, FL

SEC Liaisons

Katherine England

Assistant Director, Market Regulation

Securities and Exchange Commission
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Washington, DC

Gail Marshall

Special Counsel, Division of Market Regulation

Securities and Exchange Commission

Washington, DC

SRO Liaisons

Christian Billet

Continuing Education Coordinator

New York Stock Exchange

New York, NY

Mary Alice Brophy

Executive Vice President, Member Regulation

NASD Regulation, Inc.

Washington, DC

Patricia DeVita

Continuing Education Coordinator

New York Stock Exchange

New York, NY

John Linnehan

Director, Continuing Education

NASD Regulation, Inc.

Rockville, MD

Salvatore Pallante

Senior Vice President

New York Stock Exchange

New York, NY

Daniel M. Sibears

Vice President, District Oversight

NASD Regulation, Inc.

Washington, DC

Questions And Answers Regarding The Securities Industry Continuing Education Program

Background And General Description

1.Q. What is the Securities Industry Continuing Education Program?

A. The Securities Industry Continuing Education Program (Program) is a two-part program. The Regulatory
Element consists of periodic computer-based training on regulatory, compliance, ethical, and supervisory
subjects. The Firm Element consists of annual, firm-developed and administered training programs designed
to keep specified registered employees current regarding job- and product-related subjects.
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2.Q. What is the Securities Industry/Regulatory Council on Continuing Education (Council) and what
role does it play?

A. The Council consists of 19 representatives, six from self-regulatory organizations (SROs) 1   and
13 from the industry. The industry representatives serve three-year terms and are selected through a
nominating committee process designed to maintain representation from a broad cross section of broker/
dealers. Liaisons from the Securities and Exchange Commission (SEC) and the North American Securities
Administrators Association (NASAA) also participate in Council matters. The Council's purpose is to facilitate
cooperative industry/regulatory coordination of the administration and future development of the Program in
keeping with applicable industry regulations and changing industry needs. Its roles include recommending
and helping develop specific content and questions for the Regulatory Element, defining minimum core
curricula for the Firm Element, and developing and updating information about the Program for industry-wide
dissemination.

3.Q. What are the most recent changes to the Continuing Education Program?

A. On July 1, 1998, changes to the Continuing Education Rules of the SROs became effective. The changes
state that:

•Registered persons are required to participate in an appropriate Regulatory Element on the second
anniversary of their initial securities registration and every three years thereafter throughout their careers.
Registered persons will no longer graduate from the program after their 10th registration anniversary.

•Persons registered for 10 years or more in their respective registrations as of July 1, 1998, will be
grandfathered from the Regulatory Element.

•Member firms are required to specifically identify supervisory needs in conducting their annual Firm Element
Needs Analysis and to address any identified needs in the annual training plan.

Regulatory Element

The Regulatory Element-Who is Required to Participate?

4.Q. Who is required to participate in the Regulatory Element?

A. The following registered persons are required to participate in the Regulatory Element:

1. persons registered 10 years or less as of July 1, 1998, as calculated from their initial securities registration
date;

2. persons registered as a principal or supervisor 10 years or less as of July 1, 1998, regardless of the
amount of time they have been a registered person; and

3. persons who weren't previously required to participate in the Regulatory Element, but who become the
subject of a significant disciplinary action (see Question 16).

5.Q. What registration categories are covered by the Regulatory Element?

A. Those who hold the following registrations are subject to the Regulatory Element requirements:

   4    Registered Options Principal *

   6    Investment Company Products/Variable Contracts Limited Representative

   7    General Securities Representative
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   7    Securities Trader (New York Stock Exchange [NYSE])

   7    Trading Supervisor (NYSE)

   7A   Floor Members Engaged in Public Business with Professional Customers (NYSE)

   7B   Floor Clerks of Members Engaged in Public Business with Professional Customers
 (NYSE)

   8    General Securities Sales Supervisor *

   8    Branch Office Manager (NYSE) *

   11   Assistant Representative-Order Processing

   12   General Securities Sales Supervisor (NYSE) *

   13   Allied Member (NYSE)

   14   Compliance Official (NYSE) *

   15   Foreign Currency Options

   16   Supervisory Analyst (NYSE) *

   17   Limited Registered Representative (United Kingdom)

   22   Direct Participation Programs Limited Representative

   24   General Securities Principal *
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   26   Investment Company Products/Variable Contracts Limited Principal *

   27   Financial and Operations Principal *

   28   Introducing Broker/Dealer Financial and Operations Principal *

   37   Canada Module of the General Securities Representative Examination (Options
 included)

   38   Canada Module of the General Securities Representative Examination (Options not
 included)

   39   Direct Participation Programs Limited Principal *

   47   Japan Module of the General Securities Representative Examination

   52   Municipal Securities Representative

   53   Municipal Securities Principal *

   55   Equity Trader

   62   Corporate Securities Limited Representative

   72   •   Government Securities Representative

        •   Government Securities Principal *

        •   Securities Lending Representative (NYSE)

        •   Securities Lending Supervisor (NYSE)

6.Q. Is anyone exempt from the Regulatory Element of the Program?

A. Exempt from the Regulatory Element are:
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1. those registered persons whose activities are limited solely to the transaction of business with members or
registered broker/dealers on an exchange trading floor;

2. persons approved by the NYSE with the sole status of officer of a member or member organization,
pursuant to the requirements of Exchange Rule 345(b);

3. persons approved by the NYSE with the sole status of approved person;

4. persons holding only a commodities registration with the National Futures Association or state investment
adviser registrations;

5. persons registered with the NASD solely as Foreign Associates; and

6. persons who have been grandfathered from the Regulatory Element of the Program (see Question 7).

7.Q. Who has been grandfathered from the Regulatory Element?

A. On July 1, 1998, all persons currently graduated from the Regulatory Element were reviewed by the
Central Registration Depository (CRD SM). All “graduates” who had been registered as principal/supervisors
for less than 10 years as of July 1, 1998, were required to re-enter the Regulatory Element. All other
“graduates” were grandfathered. They will re-enter the Regulatory Element only if they:

•become the subject of a significant disciplinary action (see Question 16), or

•are originally registered as a representative, then subsequently register as a principal/supervisor.

8.Q. Is it possible for a person to be covered under the Regulatory Element as a principal/supervisor
yet be exempted at a later date?

A. Yes; in certain circumstances a person covered under the Regulatory Element as a principal/supervisor
could be graduated should such a person revert to non-principal/supervisor-only registration category.
For example, a person who had been registered for 15 years as of July 1, 1998, would be grandfathered
from the Regulatory Element if registered only as a registered representative, but would be covered in a
principal/supervisor capacity if such principal/supervisor registration occurred during the past 10 years.
By surrendering the principal/supervisor registration, the person would revert to grandfathered status in a
registered representative capacity.

Note that if the person in this example decides to reactivate his or her principal/supervisor registration within
two years of surrendering it, he or she would be covered by the Regulatory Element and would have to
satisfy any outstanding Regulatory Element requirement that occurred during the period when the principal/
supervisor registration had been surrendered. To reactivate a principal/supervisor registration that had been
surrendered for over two years, a person must requalify for that registration by examination.

9.Q. What is the initial securities registration date?

A. The initial securities registration date is the first date a person became registered (i.e., approved) with
an SRO. The initial registration date is not the date the person completed and passed the registration
qualification examination. The CRD uses the initial securities registration date as a base date from which to
determine a person's Regulatory Element anniversaries (2nd, 5th, 8th, 11th, etc.).

10.Q. What if an individual has multiple registrations obtained in different years, such as a Series
6 in 1990 and a Series 7 in 1991? Which date determines when that person must participate in the
Regulatory Element?

A. The date of the initial registration (in this case 1990) applies, provided that the person has remained
continuously registered since that time and has had no significant disciplinary action (see Question 16).

11.Q. What if an individual had a Series 65 (State Investment Adviser) registration in 1992 and a Series
6 (Investment Representative) in 1993? Which date determines when that person must participate in
the Regulatory Element?
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A. The date of the Series 6 registration (1993) is the determining date, provided that the person has remained
continuously registered since that time and has had no significant disciplinary action (see Question 16). The
Series 65 State Investment Adviser registration would not cause a person to be covered by the Program
because it is a state, not an SRO registration category.

12.Q. Certain municipal securities representatives and principals were registered with one or more
bank regulators pursuant to Municipal Securities Rulemaking Board (MSRB) rules before becoming
associated with an NASD member. What is their initial registration date and how do you measure the
period of their continuous registration?

A. The initial registration date is the date the person was first registered with the bank regulator. The period of
continuous registration begins with this date and includes the period of bank registration. Because CRD does
not contain the bank registration information, the CRD may reflect such persons as being registered less than
10 years. However, if in combination with the bank registration, the person has been continuously registered
for more than 10 years, he or she is not required to participate in the Regulatory Element. If a firm receives a
Continuing Education Advisory Message for such a person, it should advise the NASD Regulation Continuing
Education Department in writing that the person has a registration history with a bank regulator. The letter
must include the amount of time registered with a bank regulator before becoming associated with an NASD
firm and the bank regulatory organization(s) with which the person was registered so that this information can
be verified.

13.Q. What if a person's registration temporarily lapses?

A. If a person ceases to be registered for less than two years, he or she will maintain the original registration
date as the initial securities registration date, but will have to participate in any Regulatory Element program
that he or she may have missed during the lapsed period. For example, if a person's registration lapses at
seven and a half years, and that person wishes to reactivate registration at what would be his or her nine-year
anniversary, he or she must complete the eight-year Regulatory Element requirement before the registration
can be reactivated.

14.Q. What if the person ceases to be registered for two or more years?

A. A person who is not registered for two or more years begins the entire registration and qualification
process anew. He or she must take the appropriate qualification examination(s) and begins the Regulatory
Element as if entering the Program for the first time.

15.Q. What is the initial registration date of the person whose registration lapsed and who re-enters
the securities business by waiver rather than by examination?

A. For the purposes of the Continuing Education Rule, the initial registration date of that person is the waiver
approval date.

Significant Disciplinary Actions

16.Q. What is a significant disciplinary action and what is its impact?

A. A significant disciplinary action is defined in the SRO rules as:

•any statutory disqualification as defined in Section 3(a)(39) of the Securities Exchange Act of 1934;

•a suspension, or the imposition of a fine of $5,000 or more for violation of any provision of any securities
law or regulation, or any agreement with or rule or standard of conduct of any securities self-regulatory
organization, or as imposed by any such regulatory or self-regulatory organization in connection with a
disciplinary proceeding; or

•an order imposed as a sanction in a disciplinary action to re-enter the Continuing Education Program by any
securities governmental agency or securities self-regulatory organization.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

867

http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D3%28a%29%2839%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


A significant disciplinary action causes those who are grandfathered from the Program to re-enter the
Regulatory Element with an immediate session due within 120 days of the effective date of the significant
disciplinary action, then on the second anniversary of this base date and every third year thereafter. The
effective date is the 45th day after the Date of Action specified in the official disciplinary decision document.

A person who incurs a significant disciplinary action and is currently subject to the Regulatory Element will
have the base date changed to the effective date of the significant disciplinary action. That person must
participate in an immediate session within 120 days of this new base date, then on the second anniversary of
the base date and every third year thereafter.

17.Q. If a significant disciplinary action is appealed, what will be that person's Regulatory Element
requirement status?

A. If an appeal is filed, the Regulatory Element requirement associated with that disciplinary action will be
deferred, and the individual will retain the Regulatory Element status he or she had before the disciplinary
action was taken. If the significant disciplinary action is sustained on appeal, the effective date would become
the 45th day after the action was sustained. The person must participate in an immediate session within 120
days of this new base date, then on the second anniversary of the base date and every third year thereafter.

Notifications And Reports Issued By CRD To Firms

18.Q. What types of notifications and reports does CRD provide firms to help them track the status of
their registered employees who are subject to the Regulatory Element?

A. CRD issues Continuing Education Advisory Messages in the form of individual notifications and summary
reports to firms whose registration records are maintained in the CRD. Firms whose registration records are
not maintained on the CRD (e.g., NYSE-only members) and persons registered in registration categories not
recorded in CRD (e.g., certain categories only recognized by the NYSE such as Series 7a or 7b) maintain
responsibility for tracking their Regulatory Element Program requirements and completions. This may be
supplemented by notices from the SROs with which such firms maintain membership and where such
registration categories are carried.

Individual Notifications

•An Initial Notice is sent to the firm 30 days before a registered person's anniversary date to advise the firm
of the registered person's approaching registration or disciplinary anniversary, and to inform the firm of the
associated Program requirement (i.e., the General Program for registered persons who are not principals or
supervisors, and the Supervisor Program for registered principals and supervisors). The notification includes
the beginning and ending dates of the 120-day window, as well as notice of authorization to schedule a
training session for any available date in that window. The registered person must then make an appointment
and take the computer-based training at any Sylvan Technology Center before the end of the 120-day period
(see Scheduling And Administration Of Computer-Based Training Sessions At Sylvan Technology Centers).

•A Second Notice is sent when 30 days remain in the 120-day window. This Notice advises the firm of the
registered person's status and includes a reminder of the consequences of not complying with the Regulatory
Element requirements.

•A Notice of Session Completion is sent when the registered person satisfies the Regulatory Element
requirement by completing a computer-based training session.

•A Notice of Inactive Status is sent to inform the firm of any registered person who fails to complete the
Regulatory Element computer-based training within the required period. The notification states that the
person's registration is no longer active and he or she may not perform, or be paid for, any activity that
requires a securities registration. Such person remains inactive until the required Regulatory Element session
is completed.
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•A Directed Sequence/Session Disciplinary Notice is sent to inform the firm of a registered person who has
become the subject of a significant disciplinary action. The Directed Sequence Disciplinary Notice is issued
when a significant disciplinary action causes the person to either re-enter the Regulatory Element or begin
participation utilizing a new base date (see Question 16). The Directed Session Disciplinary Notice is also
issued if the person has been ordered by a regulator to take a single Regulatory Element session.

•A CE Two Year Termination Warning Notice is sent to the firm of any registered person who is approaching
two years of inactive status for not completing the Regulatory Element computer-based training within the
required period. The Warning Notice advises that the person's registration will be administratively terminated
in 60 days unless the required Regulatory Element session is satisfied.

•A CE Two Year Termination Notice is sent to the firm of any registered person who has been inactive for two
years. It advises that the person's registration has been administratively terminated and that the person must
reapply for registration and requalify for registration by examination.

Summary Reports

In the middle of each month, CRD sends firms summary status reports. The Requirement Summary report
shows registered persons who are in open 120-day windows, grouped as follows:

•persons who have begun their 120-day window;

•persons who have 90 days remaining in their 120-day window;

•persons who have 60 days remaining in their 120-day window; and/or

•persons who have 30 days remaining in their 120-day window.

Firms must carefully review the names on the Requirement Summary to identify any individual for whom the
firm did not record or receive an Initial Notification. This will most often happen with individuals who have
been hired by a firm when they are in an open window, or for individuals who have incurred a significant
disciplinary action and must re-enter the Regulatory Element. Significant disciplinary actions are often
reported to the CRD after the effective date of the action and an Initial Notification would not be sent to the
firm.

Other summary reports show registered persons who have:

•completed their requirement within the past 40 days (Completion Summary);

•had their registration changed to inactive within the past 40 days (Inactive Summary);

•remained inactive for more than 30 days (Previously Inactive Summary); and/or

•had their registration status changed from inactive to another status within the past 40 days (Previously
Inactive/Satisfied Summary).

Scheduling And Administration Of CBT Sessions At Sylvan Technology Centers

19.Q. Where can a person take the Regulatory Element computer-based training?

A. The Regulatory Element must be taken at any of the approximately 250 Sylvan Technology Centers
located throughout the United States and Canada. Outside of North America, NASD RegulationSM operates
a Certification and Training Center in London, for the benefit of registered persons located in England,
Scotland, or Wales.

20.Q. How does a person make an appointment to take the Regulatory Element computer-based
training?

A. For appointments at a Sylvan Technology Center in the United States or Canada, call Sylvan's National
Registration Center at (800) 578-6273. For appointments in London, please phone the NASD at (0171) 374
2666 in the U.K., or 44 171 374 2666 outside the U.K.
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When calling to make an appointment at either location, be prepared to provide:

•the candidate's name and Social Security number;

•the firm's name; and

•a telephone number where Sylvan can reach the candidate or the candidate's firm.

Individuals are strongly encouraged to schedule their appointments as soon as possible within their 120-day
window.

21.Q. How long does the training session last?

A. A participant will have up to three and a half hours to complete the training session. Persons with
disabilities may be given additional time to complete the training if a request is made when scheduling the
appointment. If a Regulatory Element session is not completed within the appointment time, the participant
must retake the entire session at another appointment.

22.Q. What does it cost to take the computer-based training and how will firms be charged?

A. The cost is $75 for each computer-based training session taken at a Sylvan Technology Center which is
charged to the firm's CRD account after the session is taken. “No-shows” and those who cancel within 48
hours of a scheduled appointment will be charged $75. If a firm requests a session for an employee who has
not received a notification from CRD that he or she is required to satisfy the Regulatory Element, the $75 will
be deducted from the firm's CRD account at the time the request is made, not after the session is completed.

23.Q. May a firm request a Regulatory Element computer-based training session for a registered
person who is not otherwise required to complete a Regulatory Element session?

A. Yes, to request a computer-based training session for a registered person not otherwise required to
participate in the Regulatory Element, a firm 1) submits a request through the Firm Access Query System
(FAQS) using the EXAMREQ command, or 2) sends page one of Form U-4 using the “Other” line to request a
session. The firm's CRD account will be charged for the training session when the appointment is requested,
rather than after the session is taken.

24.Q. If a person does not complete the Regulatory Element computer-based training within the
three and a half hours allotted time, how long must he or she wait before rescheduling another
appointment?

A. The person must wait 48 hours to reschedule another appointment. To avoid becoming inactive for failing
to satisfy the Regulatory Element training on the last day of the 120-day window, it is important that registered
persons do not wait until the last minute to schedule an appointment. There will be another $75 charge for the
rescheduled session.

25.Q. Can a person schedule or reschedule the Regulatory Element computer-based training after his
or her 120-day window closes?

A. Yes. A person who is required to satisfy the Regulatory Element computer-based training can schedule
an appointment in the normal manner at a Sylvan Technology Center for up to two years after the close of
the 120-day window. Remember, however, that the person whose 120-day window closes without satisfying
the Regulatory Element requirement is deemed inactive. This means that the person may not conduct, or be
paid for, any activities that require a securities registration. Furthermore, a person whose registration remains
inactive for more than two years must requalify for his or her registration by examination and begin a new
Regulatory Element cycle.

26.Q. Are there any provisions to accommodate people with disabilities at the Sylvan Technology
Centers?

A. Yes. Persons with disabilities or their firms should contact NASD Regulation's Field Support Services
at (800) 999-6647 to make special arrangements for their Regulatory Element appointment at the Sylvan
Technology Center.
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27.Q. Are there any plans to enable delivery of the Regulatory Element computer-based training at
sites provided by member firms?

A. The subject of “in-house delivery,” or delivery of the Regulatory Element on-site by industry firms, remains
under review by the Council. The Council's concerns include the security of the content material, the
integrity of the process (i.e., positively identifying the person taking the training and verifying independent
performance), and public perception as to the effectiveness of the program. The ultimate determination as
to whether internal delivery will be possible depends to a large extent on the development of technology to
satisfy these concerns at a reasonable cost.

28.Q. How can a registered person who resides outside North America satisfy his or her Regulatory
Element requirement?

A. Registered persons outside North America are still subject to the requirements of the Regulatory Element.
With the exception of persons residing in England, Scotland, or Wales, who must use the NASD Regulation
Certification and Training Center in London, persons outside the United States and Canada cannot currently
participate in the computer-based training. These individuals may have their Regulatory Element requirement
deferred until facilities are available. To obtain a deferral, a registered principal or supervisor of the firm must
make the request in writing to the Continuing Education Department of NASD Regulation. The letter should
contain the person's name, Social Security or CRD number, and the city and country in which the person
resides. The CRD will defer that person's Regulatory Element requirement and notify the firm when delivery of
the computer-based training is available. Of course, any registered person with a Regulatory Element deferral
may satisfy his or her requirement at any Sylvan Technology Center in the United States and Canada, or the
NASD Regulation Certification and Training Center in London, and is encouraged to do so.

Types Of Regulatory Element Training Programs

29.Q. How many different Regulatory Element computer-based training programs are there?

A. There are currently two different Regulatory Element computer-based training programs. The General
Program is for persons who are not registered as principals or supervisors. The other is specifically for
registered principals or supervisors. CRD tracks registered persons' registrations and anniversary dates and
determines when and which training program the registered person must take (see Question 5).

Note: Until the Supervisor Program is available later this year, registered principals and supervisors will
continue to satisfy their requirement by taking the General Program.

30.Q. Does a registered principal or supervisor take one or two Regulatory Element training
sessions?

A. Registered principals and supervisors take only one Regulatory Element computer-based training session -
the Supervisor Program.

The following examples clarify the Regulatory Element training a registered person is required to take and
when the training will occur. An “as of date” of July 1, 1998, is assumed in each example.

Example 1

Registered Person

Christian

Registration History

Series 6 Rep 8/18/88

Series 7 Rep 9/1/90

Required to Participate in the Regulatory Element?
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Yes, because she has been registered less than 10 years as of 7/1/98.

Base Date

8/18/88

Next Anniversary/Required Regulatory Element Program

8/18/99. The General Program.

Example 2

Registered Person

Pat

Registration History

Series 7 Rep 9/1/86

Series 8 Sales Supervisor 4/1/90

Required to Participate in the Regulatory Element?

Yes, because she is a registered supervisor less than 10 years as of 7/1/98.

Base Date

9/1/86

Next Anniversary/Required Regulatory Element Program

9/1/2000. The Supervisor Program.

Example 3

Registered Person

Heather

Registration History

Series 6 Rep 10/1/85

Series 26 Principal 8/3/87

Required to Participate in the Regulatory Element?

No. She has been registered as a principal for more than 10 years as of 7/1/98 and is grandfathered from the
Regulatory Element.

Base Date

10/1/85

Next Anniversary/Required Regulatory Element Program

Not applicable.

Example 4
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Registered Person

Lee

Registration History

Series 7 Rep 8/1/84

Financial/Ops Principal 11/1/99

Required to Participate in the Regulatory Element?

Not covered on 7/1/98 because he was registered over 10 years. Will be subsequently covered as of 11/1/99
upon registration as a principal.

Base Date

8/1/84

Next Anniversary/Required Regulatory Element Program

8/1/2001. The Supervisor Program.

Example 5

Registered Person

John

Registration History

Series 6 Rep 7/20/84

Incurs a significant disciplinary action effective 12/1/99

Required to Participate in the Regulatory Element?

Not covered on 7/1/98 because he was registered over 10 years. Will be subsequently covered as of 12/1/99
due to significant disciplinary action.

Base Date

12/1/99

Next Anniversary/Required Regulatory Element Program

12/1/99. The General Program. Reentry of a grandfathered or graduated person into the Regulatory Element
immediately creates a Regulatory Element requirement.

The Training Content And Method Of The Regulatory Element For Non-Principal/Supervisor
Registrations - The General Program

31.Q. What topics does the General Program cover?

A. The General Program comprises seven modules. The subject areas covered in each module are:

1. registration and reporting;

2. communications with the public;

3. suitability;
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4. handling customer accounts;

5. business conduct;

6. customer accounts, trade and settlement practices; and

7. new and secondary offerings.

The General Program focuses on compliance, regulatory, ethical, and sales-practice standards as they apply
in the context of the dealings registered persons have with investors. The content of the program has been
recommended by participants in the industry, reviewed by the Council, and approved by the SROs.

32.Q. How is the training presented in each module?

A. Participants are led by an interactive computer program through “real-life” scenarios depicting situations
faced by registered persons in the course of business. After reading the scenario, the participant must
demonstrate his or her understanding of the issues by choosing the most appropriate response(s) to
questions concerning the facts in the scenario. The participant must also answer general questions about
the module topic by choosing the answer(s) from a list following the questions. The computer software then
assesses the individual's understanding of the topic. If the participant does not answer a sufficient number
of questions correctly, the program delivers tutorials about the topics in the module, and the participant must
try again with another scenario on the same general topic. Before the participant is permitted to move to the
next module, one scenario with its associated “List Questions” must be successfully completed. As the person
works through each subject, the computer program provides immediate feedback about each response made.

33.Q. How should an individual prepare for the General Program?

A. The General Program does not necessarily require advance preparation. However, because the General
Program is designed to evaluate the registered person's overall understanding, it is beneficial for the
registered person to be familiar with the Regulatory Element Content Outline, available from the NYSE or
NASD Regulation. This may be obtained by phoning Christian Billet (212) 656-2156, or Patricia DeVita (212)
656-2746 at the NYSE, or John Linnehan (301) 208-2932 at NASD Regulation.

Individual Feedback on the General Program Regulatory Element Computer-Based Training

34.Q. Does the participant receive a grade or any other kind of feedback from the General Program?

A. There is no grade provided for the General Program. However, the training program provides immediate
feedback as the participant works through the scenario questions. Also, as discussed above, the General
Program administers remedial subject matter tutorials as the need arises.

35.Q. What type of feedback do firms receive about their registered employees?

A. Firms receive performance reports for the General Program quarterly and annually. The reports show the
firm:

1. the number of Regulatory Element sessions taken by the firm's employees during the period;

2. the number of complete and incomplete sessions;

3. aggregate percentage performance and standard deviations by registration type (Series 6, Series 7,
Principals [if any], and a grouping of all other registrations combined) for each of the seven subject modules;
and

4. comparative industry information.

Firms must use this feedback to satisfy the Firm Element requirements of the Securities Industry Continuing
Education Program, in conducting the annual Needs Analysis which is the basis for the firm's written Firm
Element training plan. Material differences from industry performance in those areas that are pertinent to
the firm's business, and incomplete sessions which exceed industry averages should be addressed in Firm
Element training (see the Firm Element).
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The Training Content And Method Of The Regulatory Element For Principal And Supervisor
Registrations - The Supervisor Program

36.Q. What topics does the Regulatory Element Supervisor Program training cover?

A. The Regulatory Element Supervisor Program addresses issues such as suitability, hiring and interviewing,
insider trading, market manipulation, money laundering, and other general supervisory topics. The Supervisor
Program incorporates multimedia features which enable the participants to observe live situations, and view
various documents such as account statements, portfolios, and industry forms, in order to solve the problems
presented in the exercise.

37.Q. How should an individual prepare for the Supervisor Program?

A. Because of the high degree of interactivity and subjectivity involved, specific preparation is not necessary.

Individual And Firm Feedback On The Supervisor Program Regulatory Element Computer-
Based Training

38.Q. Will the participant receive a grade or any other kind of feedback from the Supervisor Program?

A. The Supervisor Program is not graded. However, the interactive training provides immediate feedback as
the participant works through the scenario questions. In addition, summaries of pertinent information from
each subject area are presented at the conclusion of each scenario.

39.Q. Will firms receive feedback about their employees who take the Supervisor Program training?

A. The Supervisor Program is not designed to provide quantifiable information from participants, therefore no
quarterly or annual performance reports will be available.

Failure To Comply With Regulatory Element Requirements

40.Q. Is each session of the computer-based training of the Regulatory Element recorded in CRD?

A. Yes.

41.Q. What are the consequences of not complying with the Regulatory Element?

A. The registration of any person who does not satisfy the Regulatory Element requirements will be deemed
inactive. This means that he or she may not engage in, or be paid for activities that require a securities
registration. For example, a General Securities Registered Representative (Series 7) may not engage in any
activities involving the solicitation and handling of securities transactions. Likewise, if a person is registered
as a Financial and Operations Principal, the person may neither act in the capacity of a Financial and
Operations Principal or in any other capacity that requires registration, nor receive compensation for activities
requiring any registration.

Thus, it is important to schedule all Regulatory Element computer-based training appointments early in the
120-day window in the event that the person does not complete the required training on the first attempt and
has to reschedule.

42.Q. For how long may a registered person remain inactive before he or she must requalify for
registration by examination?

A. A registered person can remain inactive for up to two years. A registration that is inactive for a period of
two years will be administratively terminated, and the person must requalify for registration by examination.

43.Q. Must the firm submit a Termination Notice (Form U-5) to report that a person's registration is
inactive for failure to meet the Regulatory Element requirements?

A. No. However, if the person is subsequently terminated by the firm for any reason, including refusal to
comply with the Continuing Education requirements, a Form U-5 must be filed.
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44.Q. When a person who is inactive for failing to satisfy the Regulatory Element requirements is later
terminated by his or her firm, how long does the person have to become re-registered with another
firm without having to requalify by examination?

A. It depends. Ordinarily, a person has a period of two years to re-register without taking a registration
examination. However, if the person is inactive for two years for failing to satisfy a Regulatory Element
requirement, his or her registration will be administratively terminated regardless of the time elapsed since the
person was terminated by his or her previous firm.

Example

Joan is registered with Firm A. She does not satisfy the Regulatory Element requirement due for her fifth
anniversary and she becomes inactive on September 1, 1999. On November 1, 1999, Joan's firm files a
Form U-5 to terminate her registration. Joan reapplies for registration with Firm B on October 1, 2001, but her
registration had been administratively terminated on September 1, 2001, because she had been inactive in
the Continuing Education Program for two years. Joan must requalify by examination even though it has been
less than two years between the time when her Form U-5 was filed by Firm A and her Form U-4 was filed by
Firm B.

45.Q. If a registered person has both a principal/supervisor and non-principal/supervisor registration
and becomes inactive for failing to satisfy the Regulatory Element requirements, does only one or all
of his or her registrations become inactive?

A. All registrations are deemed inactive when that person does not satisfy the Regulatory Element
requirements.

46.Q. May a registered salesperson who is deemed inactive continue to receive trail or residual
commissions?

A. Yes. Trail or residual commissions that are permitted under applicable SRO rules for business completed
before the inactive period commenced may be paid, if that is the policy of the person's firm.

Firm Element

47.Q. Who is required to participate in the Firm Element?

A. The Firm Element requirements apply to all covered persons (covered persons include all registered
persons that deal with customers including, but not limited to, registered salespersons, traders, sales
assistants, investment company shareholder servicing agents, investment bankers, and others who have
direct contact with customers in the conduct of a securities sales, trading, or investment banking business),
and their immediate supervisors.

The term “customer” applies to retail, institutional, and investment banking customers, but does not apply to
other broker/dealers.

48.Q. Can anyone be grandfathered or exempt?

A. No covered person is grandfathered or exempt from the Firm Element.

49.Q. Are branch managers and supervisors/principals covered persons within the Firm Element?

A. Yes, if they directly supervise registered covered persons. If a branch manager or supervisor/principal also
has customer accounts, then his or her immediate supervisor is a covered person as well.

50.Q. Does the Program require specific review of Firm Element training needs for managers or
supervisors?

A. Yes. Effective July 1, 1998, firms are required to specifically address supervisory training needs in the
annual analysis. Training for supervisors must be provided as determined by the firm to be necessary. In
analyzing their Firm Element training needs for supervisors, firms should pay particular attention to the
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importance of supervisory responsibilities imposed by industry laws and regulations. Firms should include
a review of the firm's internal supervisory policies, the effective use of internal monitoring or supervisory
systems, and the sources of information or assistance available within the firm.

51.Q. Are registered research analysts covered persons within the Firm Element?

A. Yes, if they participate in sales-oriented presentations to customers.

52.Q. Are registered sales assistants or registered investment company shareholder servicing agents,
who handle service calls from customers, covered persons within the Firm Element?

A. Yes, if their activities involve the conduct of a securities business in a sales context. The fact that the firm
has decided to register such persons often suggests that there is likely to be customer contact of the type that
requires registration.

53.Q. What should be the content of the Firm Element?

A. It will vary. Each firm is required to analyze and evaluate its training needs at least annually. The
firm's size, organizational structure, scope of business, types of products and services it offers, as well
as regulatory developments and the Regulatory Element performance of its registered persons, will all
need to be considered in determining training needs. Particular emphasis should be placed on changes to
firm or industry demographics from the prior year. New products, new rules related to firm business, and
problems the firm has experienced (such as complaints, regulatory or legal actions) are particularly important
considerations. Once its needs are identified, the firm must devise a written training plan to address those
needs and create training programs appropriate to its business.

Each firm must then administer its Continuing Education Program in accordance with its annual Needs
Analysis and written plan, and must maintain records documenting the content of the Continuing Education
Program and completion of it by covered persons.

54.Q. What is the required schedule for the Needs Analysis and written training plan?

A. For most firms, the Firm Element will be a multi-tiered process. Each year, firms must complete/update an
analysis of their training needs and revise or modify their annual written training plan accordingly. Because
the plan must cover training to be conducted during the following calendar or fiscal year and must take into
account matters such as budgeting, scheduling, and developing or securing the necessary educational
materials, the Needs Analysis and the plan must be completed (and available for regulatory inspection) by the
end of each calendar or fiscal year. This does not suggest that work on either should be done only at year-
end; in fact, a firm should remain flexible enough to modify its Needs Analysis and training plan throughout
the year as circumstances dictate.

55.Q. If a firm utilizes a survey in its Needs Analysis, must the survey be retaken in its entirety every
year?

A. Although surveys are one way in which a Needs Analysis can be conducted, there are a variety of other
techniques that can also be used either in place of, or in conjunction with surveys. The Council expected
that a survey connected with a firm's initial Needs Analysis may by necessity be wide-ranging and therefore
relatively more time consuming than surveys connected in conjunction with subsequent Needs Analysis.
Subsequent surveys could be tailored and conducted with audiences within those areas of the firm where
there had been changes. For example, a retail firm doing its first Needs Analysis survey might consider
surveying each, or a representative sample of its retail representatives in addition to the compliance,
marketing, and the other groups suggested in the Guidelines for Firm Element Training (see Question 64).
In subsequent years, this firm might only survey new representatives or those retail representatives who
had compliance problems, whose product lines changed, or who were involved in areas where there were
changes to industry rules or company policies. A sample of the remaining retail population would generally
suffice to validate what had been determined the year before.

56.Q. When must training begin each year?
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A. There is no single date on which training must begin. Firms must conduct training in keeping with their
written training plans at various times throughout the calendar or fiscal year, depending on their own
determination of needs and scheduling. For firms with limited products or small numbers of covered persons,
it might be appropriate and sufficient to conduct training on only one or two occasions during the year.
The primary responsibility that firms have is to ensure that coverage be adequate, and that information is
transmitted in a timely manner.

57.Q. If new training is added after completion of a specific year's training plan, must training
originally specified be completed?

A. No, not if the change is appropriate and in keeping with the firm's changing needs and circumstances.
A change would be logical if the new training improved on or replaced that originally planned, or if it were
deemed necessary because changed circumstances suggested new training priorities. The annual training
plan should be viewed as an evolving document that can be modified if circumstances warrant, and allow for
deviation if experience or unanticipated developments suggest that changes are appropriate.

58.Q. May insurance industry continuing education or training taken in conjunction with professional
designation programs such as the Certified Financial Planner Program satisfy Firm Element
requirements?

A. A firm may determine that participation in a program designed to meet the requirements of an educational
or Continuing Education Program of another related industry, such as that required for insurance-licensed
personnel, or of a professional designation program in a field related to the securities industry meets all
or part of an individual's or group of individuals' Firm Element requirements. Whether additional training is
necessary for a specific individual or group will depend on whether the coverage of the training received
through the other program is consistent with the firm's Needs Analysis and the scope of the individual's sales-
related activities.

For example, if a covered person's sales-related activities are limited to insurance and insurance-related
securities, training received through insurance industry continuing education might be sufficient. On the other
hand, if the individual sells a wider range of securities products, participation in additional training would
probably be necessary. For individuals participating in the initial or on-going training related to a professional
designation program, a firm might determine that the material adequately covered subjects planned for its
own Firm Element. If not, the firm may require the individual to participate in segments of its own program.

If an external educational or Continuing Education Program is used to meet an individual's Firm Element
training requirement, the firm must demonstrate the applicability of that program to the training plan.

59.Q. How should firms use the quarterly report on Regulatory Element performance in planning the
content of their Firm Element training programs?

A. The quarterly reports provided to firms reflect the aggregate performance of the firm's registered
employees who participated in the general Regulatory Element program training during the most recent
quarter, rather than the performance of specific individuals. Accordingly, the data may be of greater benefit to
firms having a significant number of employees participating in the Regulatory Element training than to firms
with only a few. The purpose of the data is simply to highlight areas of emphasis to firms whose personnel
show performance that is below the industry norm in a specific module. For example, if a firm's aggregate
performance is below average in the “New and Secondary Offerings” module, and the firm participates in this
type of business, it should evaluate the adequacy of coverage in this area in its Firm Element training.

60.Q. Must a firm's Needs Analysis be documented in writing as a part of its written training plan?

A. Yes. A firm should describe the methodology it uses in conducting its Needs Analysis. It should identify
the factors considered by the firm, the kinds of information reviewed, and the conclusions reached from the
analysis.
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The firm's documentation, however, does not necessarily have to include duplications of records or source
documents otherwise reasonably available. It would be appropriate and helpful to include items such as
samples of any formats used in conducting surveys or past training evaluations, disclosures of areas or
business units surveyed for input, consideration of planned introductions of new products or services,
assessments of the effectiveness of past training efforts, and other documentation of specific consideration.

61.Q. Does a firm that is a sole proprietorship have to prepare a Needs Analysis and written training
plan, and how detailed does it have to be?

A. Every firm must conduct a Needs Analysis and prepare a written training plan that is reasonable for
its size and type of business it conducts or plans to conduct. The Needs Analysis of a sole proprietorship
should contain a brief description of the firm's products and services and the sole proprietor's background
and industry experience. The Needs Analysis and written training plan should address any pertinent
recommendations from the Firm Element Advisory which is published annually by the Council, and should
briefly describe the sole proprietor's training plans for the upcoming year.

62.Q. Is there a minimum or maximum number of hours of continuing education that each covered
person must take in the Firm Element?

A. There are no set schedules or required number of hours prescribed for the Firm Element, but coverage
must be sufficient to meet the “reasonableness” criteria established by SRO rules. For example, it may or
may not be necessary to include every covered person within each calendar year if the firm can demonstrate
a reasonable allocation of resources in a well-conceived and executed plan. Firms may need to give priority
for specific time periods to those areas of their business in which the identified needs are greatest.

63.Q. Must a firm make special provisions for employees newly hired from other firms in its Firm
Element training? For example, does a covered person hired in September need to receive training
already delivered earlier in the year?

A. The answer depends on an evaluation of the individual's experience, training, and areas of business
relative to what the individual will do at the new firm. Firms should consider having an “orientation” period or
program for registered persons hired from other firms to familiarize them with their own policies, products, and
expectations-and to determine whether the new employees would benefit from additional training, including
material previously covered in the new firm's Firm Element training.

In general, firms will probably be better served by addressing their training needs in terms of products or
services offered by groups or categories of employees. In fact, appropriate training may vary widely between
individuals or groups. Exceptions or unique circumstances may apply to small or specialized firms or to
individuals with business limited to narrowly defined areas.

64.Q. How can firms obtain guidance on designing and implementing internal training plans and
programs to meet Firm Element requirements?

A. The Council has publications available to provide guidance on complying with the Firm Element.
Guidelines for Firm Element Training offers direction to help firms devise appropriate programs consistent
with their own unique needs, characteristics, and businesses. The Guidelines also addresses comments
and questions brought to the attention of the Council from sources throughout the industry, including the
observations of the SROs on their examination findings of firms.

The annual Firm Element Advisory lists pertinent topics that the Council identifies from a review of industry
performance on the Regulatory Element and regulatory advisories issued by industry regulators. Firms should
review the Advisory to determine whether the topics are relevant to their training needs.

Examples of Firm Element Practices and Council Commentary provides observations from the Council
through its comments on the Needs Analysis and training plans of seven securities firms of various sizes and
client orientations.
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65.Q. May firms use training materials or presentations provided by outside entities? What sources
are available?

A. Training materials and presentations available through outside vendors may be used if they meet the
standards of the Firm Element and are appropriate for a firm's needs as determined in the Needs Analysis
process. Materials may also be available through regulators and industry trade and professional associations.
In any event, firms that elect to use materials or presentations developed or provided by others maintain the
ultimate responsibility for the content and the adequacy of their overall programs.

66.Q. Will SROs or the Council pre-approve training materials and/or programs developed by
members or providers?

A. Neither the SROs nor the Council will pre-approve training materials or training programs.

67.Q. Is the annual compliance meeting required under Rule 3010(a)(7) of the NASD Conduct Rules
(previously Article III, Section 27(a)(7) of the NASD Rules of Fair Practice) adequate to demonstrate
compliance with the requirements of the Firm Element?

A. Probably not. Although it can certainly be used as an occasion to transmit information or conduct training,
firms must address their own needs for sales practice and product training and carry out effective programs.
In most instances, a significant expansion of material otherwise covered at the annual compliance meeting
probably will be necessary. Also, it may be appropriate to conduct some training before the scheduled annual
compliance meetings.

68.Q. Must each covered person meet personally with his or her supervisor to determine annual
training requirements for that person?

A. No. However, some firms may decide to meet to determine an individual's needs, or to discuss training
needs during regular performance reviews.

Internal Policies And Documentation

69.Q. Must a firm develop supervisory procedures that address compliance with the Regulatory and
Firm Elements of the Program?

A. Yes. Firms must develop written supervisory procedures designed to reasonably ensure compliance with
the SRO rules governing the Program. Firms should, among other things:

•designate an appropriate officer or principal to oversee compliance with the Program;

•ensure no improper activities are undertaken by persons with inactive registrations; and

•develop processes for creating and implementing Firm Element programs.

70.Q. If a firm prescribes that a particular covered person take part in the Firm Element training, must
the covered person do so?

A. Yes. The SRO rules require firms to implement a training program and to maintain records that clearly
demonstrate its content and its completion by each person or groups of persons identified in the firm's training
plan. The rules also require covered persons to participate in training as prescribed by their firms. Failure
to do so could result in disciplinary action against the registered person by his or her firm or by a regulatory
authority.

71.Q. Can a firm arrange for a person to take the Regulatory Element computer-based training on a
voluntary basis or as part of an internal disciplinary action?

A. Yes. In addition to meeting the rule requirements, a firm may elect to use the Regulatory and/or Firm
Element on a voluntary basis, or as a sanction in its own internal disciplinary actions. To request a special
administration of the Regulatory Element, whether for internal disciplinary or training purposes, the firm
should submit a request through FAQS using the EXAMREQ command or send page one of Form U-4 to the
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CRD/PD Department using the “Other” line to request a session. The firm's CRD account will be charged for
the training session when the appointment is requested.

SROs may also prescribe the Regulatory Element or special training under the Firm Element for individuals or
firms as part of the sanctions or settlement terms in a formal disciplinary action.

Overall, the Program provides new flexibility to firms and regulatory organizations in taking both corrective
and preventive compliance actions.

72.Q. What records will be needed to document Needs Analysis, training plans, program content, and
registered person participation for regulatory examinations?

A. See Question 60 for the documentation required for the Needs Analysis. The written training plan must
be maintained, and it must accurately and adequately present the subject matter of the training, who will
be trained, and where and how the training will take place. Written training plans and other applicable
documentation (e.g., training results, feedback, and attendance records) must be retained for regulatory
examination during routine SRO examinations or upon request. The subject matter covered in training
presentations can be documented by retaining copies of any written materials used (i.e., texts, handouts,
case studies, discussion points, outlines, notes, or check-off sheets for items covered) as well as any
non-written material such as audio-visual tapes. It may not be possible to maintain verbatim transcripts
of all classroom sessions, conference calls, or presentations. In such cases, an outline or summary may
be sufficient to satisfy document retention requirements. Documenting participation in such activities as
conference calls and “squawk box” meetings may not be readily accomplished other than by participant
sign-off or attestation. In addition, often written materials are disseminated such as internal memoranda,
compliance alerts, regulatory bulletins, etc., which must be read as part of Firm Element training. Participant
sign-off or attestation may be an acceptable method for demonstrating completion. Such items may be
retained with respect to a specific presentation or retained centrally and identified as material used in multiple
presentations. Unique materials or presentation methods can be documented in descriptive memoranda.
Various methods are acceptable so long as they provide readily accessible and reasonable evidence as to
the material covered, with whom, by whom, and when. The records are required to be maintained under SEC
Rule 17a-4, which requires every broker or dealer to preserve records related to the conduct of their business
for at least three years, with the first two years in an easily accessible place.

73.Q. Are firms required to measure and document the effectiveness of their training programs? Will
this be expected in regulatory examinations?

A. While evaluation of the effectiveness of training is recognized as an inexact process, firms are required to
document the particulars of who participated in what training, and when. To the extent that it can be done,
an evaluation of prior training programs and materials can be beneficial to firms in identifying appropriate
modifications to improve current programs and plan future programs. Methods used can range from
administering post-training tests to obtaining suggestions and feedback on programs, presentations, and
materials from participants and presenters as well as from comments or findings in periodic regulatory
examinations. Any good program can benefit from a feedback mechanism to evaluate its effectiveness and
from efforts to learn from past experiences in order to identify needed modifications and enhancements.

74.Q. Are firms that are members of two or more SROs subject to redundant inspections for
compliance with the continuing education requirements?

A. No. The SROs coordinate their field inspection efforts to avoid any unnecessary regulatory overlap for joint
members. The SROs have developed a consistent approach to examining and enforcing both the Regulatory
Element and the Firm Element requirements.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See SEC Release #34-39712, dated March 3, 1998 and NYSE Information Memorandum 98-19, dated
June 22, 1998, regarding revisions to Rule 345A.

1  The Council consists of 19 representatives: six from self-regulatory organizations (The American Stock
Exchange, Inc., the Chicago Board Options Exchange, Inc., the Municipal Securities Rulemaking
Board, the National Association of Securities Dealers, Inc., the New York Stock Exchange, Inc., and
the Philadelphia Stock Exchange, Inc.) and 13 from the industry. The industry representatives serve
three-year terms and are selected through a nominating committee process designed to maintain
representation from a broad cross section of broker/dealers. Liaisons from the Securities and Exchange
Commission (SEC) and the North American Securities Administrators Association (NASAA) also
participate in Council activities. The Council's purpose is to facilitate cooperative industry/regulatory
coordination of the administration and future development of the Program in keeping with applicable
industry regulations and changing industry needs. Its roles include recommending and helping develop
specific content and questions for the Regulatory Element, defining minimum core curricula for the Firm
Element, and developing and updating information about the Program for industry-wide dissemination.

2  Chief among the Council publications discussed at the meeting were Guidelines For Firm Element
Training (1996), Examples of Firm Element Practices and Council Commentary (1997), and the annual
Firm Element Advisory.

1  The American Stock Exchange, Inc., the Chicago Board Options Exchange, Inc., the Municipal
Securities Rulemaking Board, the National Association of Securities Dealers, Inc., the New York Stock
Exchange, Inc., and the Philadelphia Stock Exchange, Inc.
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August 14, 1998

  

Market Surveillance

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT : Special Stock Lists (Imbalance Publication) for August 21, 1998, Expiration Friday

August 21, 1998 is an expiration trade date.

An expiration day is a trading day prior to the expiration of index-related derivative products (futures, options
or options on futures), whose settlement pricing is based upon opening or closing prices on the Exchange, as
identified by a qualified clearing corporation (e.g., the Options Clearing Corporation).

The twelve expiration days are expiration Fridays, which fall on the third Friday in every month. If that Friday
is an Exchange holiday, there will be an expiration Thursday in such a month.

SPECIAL STOCK LISTS.—IMBALANCE PUBLICATION

The Exchange has identified certain stocks which will, on expiration days, follow mandatory procedures
related to the dissemination of market order imbalances before the opening. There is no special stock list
related to the close.

The special stock list applicable to the August 21, 1998 opening is attached for your reference. The list
includes selected high-capitalized stocks (the fifty most highly capitalized stocks in the S&P 500 Index, plus
any Major Market Index stocks not included among those fifty stocks) and selected mid-capitalized stocks
(the ten most highly capitalized stocks in the S&P MidCap 400 Index).

MANDATORY EXPIRATION DAY PROCEDURES

In summary, in relation to the opening, stocks on the special list must follow procedures related to the
publication of market order imbalances at the appointed time, 9:00 a.m.

In relation to the close, any stock that has an MOC imbalance of 50,000 shares or more must publish
at 3:40 p.m. and update that status at 3:50 p.m.

PRINTING THE CLOSE

Specialists are reminded to print the closing transaction as outlined in Rule 116.40, which requires that
any MOC imbalance must be printed against the bid or offer as appropriate followed by a second print of
the MOC paired amount, if any, which should be marked as “stopped stock”. (This is the case even if the
MOC imbalance fills all “book” and Crowd interest, and regardless of whether or not specialist participation
is included.) If there is no imbalance, the paired amount should be printed at the last sale price as “stopped
stock.”

Complete discussion of auxiliary opening procedures and procedures for handling market-on-close (MOC)
orders on expiration days appears in Information Memo 96-34, which was published on November 8, 1996.
In addition, a complete discussion for handling MOC orders and LOC orders on every trade date
including expiration days, appears in Information Memo 98-20 which was published on June 22, 1998,
and became effective on June 24, 1998 (copy attached).
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If you have any questions, you may direct them to David Fisch (212) 656-6769 or Patricia Felenczak (212)
656-2965.

Robert J. McSweeney

Senior Vice President

Attachments

Stock List for the Opening on August 21, 1998, Expiration Friday

         ABT          ABBOTT LABORATORIES

         AES          THE AES CORPORATION

         AFL          AFLAC INC.

         AHP          AMERICAN HOME PRODUCTS CORPORATION

         AIG          AMERICAN INTERNATIONAL GROUP INC.

         AIT          AMERITECH CORP.

         AOL          AMERICA ONLINE INC.

         AXP          AMERICAN EXPRESS COMPANY

         BAC          BANKAMERICA CORPORATION

         *BEL         BELL ATLANTIC CORPORATION

         BLS          BELLSOUTH CORPORATION

         BMY          BRISTOL MYERS SQUIBB COMPANY
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         C            CHRYSLER CORPORATION

         CCE          COCA-COLA ENTERPRISES INC.

         CCI          CITICORP

         *CDN         CADENCE DESIGN SYSTEMS, INC.

         CHV          CHEVRON CORPORATION

         CMB          CHASE MANHATTAN CORP.

         CPQ          COMPAQ COMPUTER CORPORATION

         DD           DU PONT COMPANY

         DIS          WALT DISNEY COMPANY

         DOW          DOW CHEMICAL COMPANY

         EK           EASTMAN KODAK COMPANY

         F            FORD MOTOR COMPANY

         FNM          FEDERAL NATIONAL MORTGAGE ASSOCIATION

         *FSR         FIRSTAR CORPORATION

         FTU          FIRST UNION CORPORATION

         G            GILLETTE COMPANY
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         GE           GENERAL ELECTRIC COMPANY

         GM           GENERAL MOTORS CORPORATION

         GTE          GTE CORPORATION

         HD           HOME DEPOT INC.

         HWP          HEWLETT-PACKARD COMPANY

         IBM          INTERNATIONAL BUSINESS MACHINES CORP.

         IP           INTERNATIONAL PAPER COMPANY

         JNJ          JOHNSON AND JOHNSON

         KO           COCA-COLA COMPANY

         KSS          KOHL'S CORPORATION

         *KSU         KANSAS CITY SOUTHERN INDUSTRIES, INC.

         LLY          ELI LILLY AND COMPANY

         LU           LUCENT TECHNOLOGIES INC.

         MCD          MCDONALDS CORPORATION

         MCK          MCKESSON CORPORATION

         MER          MERRILL LYNCH & CO., INC.
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         MMM          MINNESOTA MINING AND MANUFACTURING

         MO           PHILIP MORRIS COS. INC.

         MOB          MOBIL CORPORATION

         MRK          MERCK AND COMPANY INC.

         MTC          MONSANTO COMPANY

         MWD          MORGAN STANLEY, DEAN WITTER, DISCOVER & CO.

         NB           NATIONSBANK CORP.

         PEP          PEPSICO INC.

         PFE          PFIZER INC.

         PG           PROCTER AND GAMBLE COMPANY

         PWJ          PAINEWEBBER GROUP INC.

         RD           ROYAL DUTCH PETROLEUM COMPANY

         S            SEARS ROEBUCK AND CO.

         SBC          SOUTHWESTERN BELL CORPORATION

         SGP          SCHERING PLOUGH CORP.

         T            AMERICAN TELEPHONE AND TELEGRAPH
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         TRV          TRAVELERS GROUP INC.

         TWX          TIME WARNER INC.

         WLA          WARNER LAMBERT COMPANY

         WMT          WAL-MART STORES INC.

         XON          EXXON CORPORATION

This list consists of the 50 highest weighted S&P 500 stocks, the 20 Major Market Index stocks, and the 10
highest weighted S&P MidCap 400 stocks based on market values as of August 7, 1998. The indicated (*)
stocks have been added to the list. BA, BSC, COF, and UW have been deleted.

INFORMATION MEMO Number 98-20

June 22, 1998

Market Surveillance

TO: All Members and Member Organizations/Chief Operating Officers

SUBJECT: Revised Market-On-Close (“MOC”) And Limit-At-The-Close (“LOC”) Policy

The Securities and Exchange Commission has approved changes to the Exchange's policy for entry and
imbalance publication of market-on-close (“MOC”) and limit-at-the-close (“LOC”) orders on expiration and
non-expiration days. The revised policy is effective Wednesday, June 24, 1998.

The changes are designed to provide more current and complete information concerning MOC/LOC
imbalances to market participants.

The new procedures are:

Order Entry

•All MOC/LOC orders, unless entered to offset a published imbalance, must be entered by 3:40 p.m. in any
stock on any trading day. Floor brokers representing MOC/LOC orders in any stock must communicate their
irrevocable MOC/LOC interest to the specialist by 3:40 p.m. Therefore, the Exchange will no longer publish its
“special stock list” as it relates to MOC/LOC procedures.

•After 3:40 p.m., entry of MOC/LOC orders is permitted only on the contra side of the last imbalance
published, regardless of size. For example, if the 3:50 p.m. imbalance publication reverses the first imbalance
publication, only MOC and LOC orders which offset the 3:50 p.m. imbalance will be permitted to be entered
thereafter. No MOC/LOC orders may be entered if no imbalance is published.

•No MOC/LOC orders in any stock may be cancelled or reduced in size, except in case of legitimate error or
to comply with the provisions of Rule 80A. The policy regarding Rule 80A provides that, if Rule 80A goes into
effect, any MOC index arbitrage order without the appropriate tick restriction, that is related to a derivative
index product that is not expiring, must be cancelled, regardless of the time Rule 80A goes into effect.
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•On expiration days, the entry of MOC or LOC orders after 3:40 p.m. to establish or liquidate positions related
to a strategy involving derivative instruments is not permitted, even if such orders might offset published
imbalances.

Publication of Imbalances

•Imbalance publications will include MOC orders as well as marketable LOC orders. In that regard, LOC
orders to buy at a price higher than the last sale price are to be included with the buy MOC orders; LOC
orders to sell at a price lower than the last sale price are to be included with the sell MOC orders. LOC orders
with a limit equal to the last sale price would not be included in the imbalance calculation. The last sale price
at 3:40 p.m. is used for the first mandatory publication, and 3:50 p.m. for the second.

•Between 3:00 and 3:40 p.m., imbalances of any size may be published with Floor Official approval. These
are informational only and do not limit MOC/LOC order entry before 3:40 p.m.

•As soon as practicable after 3.40 p.m.

- imbalances of 50,000 shares or more in any stock on any trading day will be published;

- imbalances of less than 50,000 shares may be published with the approval of a Floor Official, e.g., an
imbalance of less than 50,000 shares which may be significantly greater than the average daily volume in a
stock;

- imbalances of any size will be published for any stock which had an earlier informational imbalance
publication.

There will not be a “no imbalance” notice published for any stock at 3:40 p.m., nor at 3:50 p.m. unless there
had been a prior imbalance publication.

•As soon as practicable after 3:50 p.m., an additional publication will be made for any stock which had an
imbalance publication at 3:40 p.m.:

- if the imbalance is 50,000 shares or more, the size and side of the imbalance will be published;

- if the imbalance is less than 50,000 shares, a “no imbalance” status will be published, or the size and side of
the imbalance may be published with Floor Official approval.

LOC orders are entered for execution at the closing price, provided the closing price is at or within the limit
specified. LOC orders permit the investor to scale interest to purchase or sell at various price increments in
anticipation of possible imbalances.

Questions concerning any matters discussed in this Information Memo may be addressed to David Fisch at
(212) 656-6769 or Carol Krusik at (212) 656-4597.

Robert J. McSweeney

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
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July 31, 1998

  

Market Surveillance

 TO: ALL MEMBERS, AND MEMBER ORGANIZATIONS

SUBJECT: Committee on Systemic Order Entry

At its meeting in June, the Board of Directors discussed the importance of all orders entered on the Exchange
being recorded in a systemic manner. The Board approved a proposed rule for filing with the Securities and
Exchange Commission to require that before an order may be represented or executed on the Exchange, its
details must be recorded on the Floor in an electronic system.

At the time the rule was approved it was decided, by Exchange management in consultation with the Floor
Directors, to form a committee that would provide input on the manner in which this order entry capability will
be designed and implemented. The aim of the Committee is to ensure that this electronic order entry process
is designed in a manner consistent with the way business is done on the Exchange.

The Committee, to be known as the Committee for the Implementation of Systemic Delivery, consists of
members active on the Floor and all of the individuals on the Exchange Traders Advisory Committee (ETAC)
and the Upstairs Traders Advisory Committee (UTAC). The Committee is co-chaired by James A. Jacobson
of Benjamin Jacobson & Sons, LLC and Michael D. Robbins of Robbins & Henderson, LLC. The Committee
will report to Richard A. Grasso, Chairman of the Exchange.

The Committee will be comprised of a Steering Committee and three working subcommittees.

Steering Committee

James A. Jacobson, Co-chairperson

Michael D. Robbins, Co-chairperson

Christopher Alberti (J.P. Morgan Securities, Inc.)

Christopher Burns (Bear, Stearns & Co., Inc.)

Joseph N. Cangemi (Francis P. Maglio & Co., Inc.)

Robert N. Delaney (CS First Boston Corporation)

Vincent Farina, Jr. (Farina & Associates Inc.)

Anthony Lauto (Goldman, Sachs & Co.)

Edward T. McMahon (Merrill Lynch & Co., Inc.)

Bernard McSherry (McSherry & Co., Inc.)

Committee Members

Robert S. Adrian (Salomon Smith Barney, Inc.)

William P. Bee, Jr. (Bear, Stearns & Co., Inc.)

Arthur D. Cashin, Jr. (PaineWebber Inc.)
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Neil M. Catania (Wheat First Securities Inc.)

Michael Clark (CS First Boston)

Edward Collins III (Daiwa Securities America Inc.)

Robert L. Cunningham (Merrill Lynch, Pierce, Fenner & Smith, Inc.)

Robert A. Cutro (Lehman Brothers, Inc.)

Joseph C. Cuttone (Cuttone & Co., Inc.)

Daniel J. Dubrovich (Convertible Brokerage, Inc.)

Dennis Dugan (NationsBanc Montgomery Sec. LLC)

Jeffrey B. Frankel (Stuart Frankel & Co., Inc.)

John S. French (JSF Securities, Inc.)

Ronald X. Frost (Morgan Stanley & Co., Inc.)

Robert C., Gasser (J.P. Morgan Securities, Inc.)

Richard A. Genna (Goldman, Sachs & Co.)

William G. Gollner (Prentice Securities, Inc.)

Timothy Heekin (Salomon Smith Barney Inc.)

Lawrence Helfant (Lawrence Helfant Inc.)

Peter A. Igoe, Jr. (Schroder& Co., Inc.)

Frank Kelly (Prudential Securities, Inc.)

Edward J. Laux (ABN AMRO Inc.)

Jennifer Lee (Mogavero, Lee & Co., Inc.)

Robert H. McCooey (The Griswold Company, Incorporated)

Christine McDermott (J.C. Bradford & Co., L.L.C.)

William V. Marsalise (Sanford C. Bernstein & Co., Inc.)

Michael F. Misera (BT Alex. Brown Inc.)

John N. Monaco (Sole Proprietor)

Dongwook Park (PaineWebber Inc.)

John R. Peluso (Lehman Brothers, Inc.)

Kenneth J. Polcari (Polcari/Weicker - Division of Garban Corporates)

William A. Potter (Neuberger and Berman, LLC)

Richard J. Rizzuto (Donaldson, Lufkin & Jenrette Securities Corp.)

Dennis R. Saul (D.R. Saul & Company, Inc.)

Vincent P. Shanley (Salomon Smith Barney, Inc.)

William J. Simpson (McDonald & Company Securities Inc.)

Dennis Sullivan (Lazard Freres & Co., LLC)

Brad Weekes (Donaldson, Lufkin & Jenrette Securities Corp.)

Donald Wiese (W & D Securities, Inc.)

The Committee expects to begin meetings soon. It will issue periodic reports on progress in designing an
order entry facility.
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Robert B. Fagenson

Vice-Chairman
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Member Firm Regulation

 TO: MEMBERS, AND MEMBER ORGANIZATIONS

ATTENTION: Managing Partner/Chief Executive Officer/Chief Financial Officer/Chief Operations

SUBJECT: SEC Requirements for Form BD-Y2K Filings.

The Securities and Exchange Commission (“SEC”) has amended Rule 17a-5 under the Securities Exchange
Act of 1934 to require broker-dealers to file with it and with their designated examining authority (“DEA”) two
separate reports pertaining to their systems preparedness for the Year 2000. The text of this amendment
appeared in the Federal Register of July 13, 1998 (Securities Exchange Act Release No. 34-40162). The
SEC has stated that these reports will increase broker-dealer awareness of the need for taking specific steps
to prepare for the Year 2000; facilitate coordination with self regulatory organizations of industry-wide testing,
implementation, and contingency planning; supplement the Commission's examination module for Year 2000
issues and identify potential Year 2000 problems; and, provide information regarding the securities industry's
preparedness for the Year 2000.

The amendment requires each broker-dealer with a net capital requirement of $5,000 or greater on or after
December 31, 1997 to file two reports with the SEC and its DEA. The first report should be prepared as of
July 15, 1998 and is due to the SEC and the DEA on or before August 31, 1998. The second report should be
prepared as of March 15, 1999 and is due on or before April 30, 1999.

Each of these reports has two parts. Part I of FORM BD-Y2K must be completed by each member and
member organization that has a $5,000 or greater net capital requirement. If a member or member
organization has a net capital requirement of $100,000 or greater, Part II of FORM BD-Y2K must be filed in
addition to Part I.

A manually signed original and two copies of each FORM BD-Y2K must be filed with the Commission's
principal office at Mail Stop A-2, 450 5th Street, N.W., Washington, DC 20549 and one copy of each FORM
BD-Y2K must be filed with the firm's DEA. These reports will be publicly available from the SEC.

The accuracy of the information is paramount. To assist in the summarization of the information, the SROs
have reformatted FORM BD-Y2K, as attached. In addition, please note these additional instructions:

•Each registered broker-dealer must file its own report. Do not report for more than one broker-dealer on any
one report.

•Enter the date the report is being submitted in the space provided for Report Filing Date.

•The signatory on the cover page must be a person authorized to sign the broker-dealer's FOCUS Report.

•Short written answers for “Other” - Please Specify” questions should not exceed the space provided.

•Do not put any extraneous marks such as “N/A” or “does not apply” on the forms.

•The contact person, in Part I - Question 3(b), should be the person who will be primarily responsible to
answer questions regarding your response.

•Responses to Part II - FORM BD-Y2K (the narrative part) must be typed. Include the Broker-Dealer's Name,
SEC File No., and CRD No. on each sheet.
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•Completed forms must be preserved in accordance with SEA Rules 17a-3 and 4 (3 years).

•All parts must be mailed together and received by the DEA and SEC no later than due date.

•Late reports are subject to fine or other disciplinary action.

Please complete the attached form and forward it to

New York Stock Exchange, Inc.

20 Broad Street

22nd floor

New York, New York 10005

Attention: Anne Marie Garcia - Regulatory Group Support

If you have any questions or comments regarding this Information Memo, please contact your finance
coordinator.

Salvatore Pallante

Senior Vice President

Appendix A

Broker/Dealer - Year 2000 Report

FORM BD-Y2K

                                                                                       

OMB APPROVAL

                                                                 OMB Number:             
                      3235-051

                                                                 Expires:                
             December 31, 1999

                                                                 Estimated average burden
 hours per

                                                                 response:               
                             2

Cover Page

Submit Report To: (original plus 2 copies to the SEC; one copy to DEA)

United State Securities and Exchange Commission

Mail Stop A-2
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450 5th Street, N.W. Washington, D.C. 20549

                                                                                        
 Report   August 31, 1998

                                                                                        
 For:     April 30, 1999

                                                                                         
 MM      DD         YYYY

                                                                                         
     Report Filing Date

Reporting Entity

  Name of Broker/Dealer:

  SEC File No:             

8-

  CRD File No:

Address of Principal Place of Business (Do Not Use P.O. Box No.):

  Street Address

  City                                                                   State          
 Zip

Contact Person Responsible for Filling Out This Form (Please provide your business address and phone
number):

   Name:

   Title:

   Phone:

   Address:
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   City                                                                State          
 Zip

   Signature

   Title

Attention: Intentional misstatements or omissions of fact constitutes Federal Criminal Violations.

(See 18 U.S.C. 1001 and 15 U.S.C. 78ff (a))

SEC 2435 (6-98)

GENERAL INSTRUCTIONS

These Instructions are considered an integral part of Form BD-Y2K.

Form BD-Y2K is divided into two parts. As discussed below, Part I applies to each broker or dealer with a
minimum net capital requirement of $5,000 or greater. Part II applies to only those brokers or dealers with a
minimum net capital requirement of $100,000 or greater.

An original and two copies of each Form BD-Y2K must be filed with the Commission's principal office at Mail
Stop A-2, 450 5th Street, N.W., Washington, D.C. 20549, and one copy of each Form BD-Y2K must be filed
with the designated examining authority of the broker or dealer.

A self-adhesive label has been provided on the mailing envelope for your convenience. Please affix the label
to the return address portion of the enclosed response envelope.

The original Form BD-Y2K that is required to be filed with the Securities and Exchange Commission
(“Commission”) must be manually signed. If the broker or dealer is a sole proprietorship, the signature shall
be made by the proprietor; if a partnership, by a general partner; or if a corporation, by the Chief Executive
Officer, or if not available, by any person authorized to act on behalf of the broker or dealer.

For the purposes of this Form BD-Y2K, the term “Year 2000 Problem” includes any erroneous result caused
by computer software (i) incorrectly reading the date “01/01/00” or any year thereafter; (ii) incorrectly
identifying a date in the year 1999 or any year thereafter; (iii) failing to detect that the Year 2000 is a leap
year; and (iv) any other computer error that is directly or indirectly related to the problems set forth in (i), (ii),
or (iii) above.

PART I

Pursuant to section 240.17a-5(e)(5)(ii)(A), no later than August 31, 1998, every broker or dealer required to
maintain minimum net capital of $5,000 or greater as of July 15, 1998, pursuant to section 240.15c3-1(a)(2)
shall file Part I of Form BD-Y2K prepared as of July 15, 1998, and no later than April 30, 1999, every broker
or dealer required to maintain minimum net capital of $5,000 or greater as of March 15, 1999, pursuant to
section 240.15c3-1(a)(2) shall file Part I of Form BD-Y2K prepared as of March 15, 1999.

Pursuant to section 240.17a-5(e)(5)(ii)(B), every broker or dealer that registers pursuant to section 15 of the
Act between July 16, 1998 and December 31, 1998 or between March 16, 1999 and October 1, 1999, and
that is required to maintain net capital pursuant to §240.15c3-1(a)(2) of $5,000 or greater, shall file Part I of
Form BD-Y2K no later than 30 days after its registration becomes effective. Part I of Form BD-Y2K shall be
prepared as of the date its registration became effective.

Please do not write explanatory notes next to the questions on the Form.
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PART II

Pursuant to section 240.17a-5(e)(5)(iii), no later than August 31, 1998, every broker or dealer with a minimum
net capital requirement pursuant to section 240.15c3-1(a)(2) of $100,000 or greater as of July 15, 1998, shall
file Part II of Form BD-Y2K prepared as of July 15, 1998.

Pursuant to section 240.17a-5(e)(5)(iii), no later than April 30, 1999, every broker or dealer with a minimum
net capital requirement pursuant to section 240.15c3-1(a)(2) of $100,000 or greater as of March 15, 1999,
and every broker or dealer required to file Part II of Form BD-Y2K as of July 15, 1998 shall file Part II of Form
BD-Y2K prepared as of March 15, 1999.

Pursuant to section 240.17a-5(e)(5)(iii), every broker or dealer that registers pursuant to section 15 of the Act
between July 15, 1998 and December 31, 1998 or between March 16, 1999 and October 1, 1999, and that is
required to maintain net capital pursuant to §240.15c3-1(a)(2) of $100,000 or greater, shall file Part II of Form
BD-Y2K no later than 30 days after registration becomes effective. Part II of Form BD-Y2K shall address each
topic in paragraphs (e)(5)(iv) of this section as of the effective date of its registration.

A broker or dealer required to complete Part II of the Form must also complete Part I. Each question should
be answered in narrative form, even if your answer covers the same topics included in Part I of this Form.

PAPERWORK REDUCTION ACT DISCLOSURE

Form BD-Y2K requires a broker or dealer to file with the Commission and with its designated examining
authority information concerning the broker's or dealer's efforts to address Year 2000 Problems. The Form
is designed to (i) increase broker-dealer awareness that they should be taking specific steps now to prepare
for the Year 2000; (ii) facilitate coordination with self regulatory organizations on industry wide testing,
implementation, and contingency planning; (iii) supplement the Commission's examination module for Year
2000 issues; and (iv) provide information regarding the securities industry's preparedness for the Year 2000.

It is estimated that a broker or dealer will spend approximately 2 hours completing Part I of Form BD-Y2K and
will spend approximately 35 hours completing Part II of Form BD-Y2K. Any member of the public may direct
to the Commission any comments concerning the accuracy of this burden estimate and any suggestions for
reducing this burden.

No assurance of confidentiality is given by the Commission with respect to the responses made in the Form
BD-Y2K. This filing will be available to the public.

This collection of information has been reviewed by the Office of Management and Budget (OMB) in
accordance with the clearance requirements of 44 U.S.C. §3507. This collection of information has been
assigned Control Number 3235-0511 by OMB.

An agency may not conduct or sponsor, and a person is not required to respond to, a collection of information
unless it displays a currently valid number. Section 17(a) of the Securities Exchange Act of 1934 authorized
the Commission to collect the information on this Form from registrants. See 15 U.S.C. §78q.

PART I

                                                                                        
 Report   August 31, 1998

                                                                                        
 For:     April 30, 1999
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 MM      DD         YYYY

                                                                                         
     Report Filing Date

Firm Name

Firm Address

                           City                                        State             
              Zip

SEC File No:               

8-

Firm CRD No:

1. Year 2000 compliance plan

(a) Do you have a plan for Year 2000 compliance to address whether your computer systems will operate
correctly after December 31, 1999?

Yes

No

(b) If not, are you:

Developing a written plan? It is expected to be completed by:

                                                                                         
 MM      DD         YYYY

Not developing a written plan because you do not plan to be conducting business after January 1, 2000?

Plan to be out of business by:

                                                                                         
 MM      DD         YYYY

Other (Please specify)

If you do not have a plan, go to question 2.

(c) Does the plan address external interfaces with third party computer systems that communicate with your
systems?

Yes
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No

(d) Is your Year 2000 compliance plan in writing?

Yes

No

(e) Who has approved the plan? (Check all that apply)

No approval

Board of Directors

Corporate officers

Executive management

Head of Information Technology

Employees

(f) Has the plan been discussed with your outside auditors?

Yes

No

(g) What is the scope of coverage of the plan? (Check all that apply)

All systems

Mission critical systems

Physical facilities

Communications systems

(h) Which of your facilities does the plan cover? (Check all that apply)

Our primary facility

Certain U.S. facilities

All U.S. facilities

Certain facilities worldwide

All facilities worldwide

We have no international facilities

(i) Are your activities for non-U.S. clients covered by the plan?

Yes

No

Not Applicable

2. Funding for Year 2000 compliance

(a) Please indicate the month your fiscal year begins:

    /        /

        MM

(b) Has specific funding been allocated for fiscal year 1998, fiscal year 1999, or fiscal year 2000 for your Year
2000 compliance plan?
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  (i)     1998

                 Yes

                 No

  (ii)    1999

                 Yes

                 No

  (iii)   2000

                 Yes

                 No

If funding has not been allocated for fiscal year 1999 or fiscal year 2000, mark “no.” If you marked “no” “for
1998, 1999, and 2000 go to question 3.

(c) What is your specific 1998 fiscal year budget allocation for Year 2000 compliance (including operating and
capital expenditures)?

Less than $1,000

$1,001 - $10,000

$10,001 - $50,000

$50,001 - $100,000

$100,001 - $500,000

$500,001 - $1 million

$1 million - $2 million

$2 million - $5 million

$5 million - $10 million

$10 million - $20 million

$20 million - $50 million

$50 million - $100 million

Over $100 million

(d) What items are contained in your 1998 budget for Year 2000 compliance? (Check all that apply)
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Assessment of the problem

Correction of systems

Replacement of systems

Internal testing

Point-to-point testing (including testing with broker-dealers, custodians, transfer agents, clearing agencies,
other service providers, etc.)

Training

SIA industry wide testing

Implementation of contingency plans

If you marked “no” “for fiscal year 1999 and fiscal year 2000 in question 2(b), go to question 3.

(e) What is your specific 1999 fiscal year budget allocation for Year 2000 compliance (including operating and
capital expenditures)?

Less than $1,000

$1,001 - $10,000

$10,001 - $50,000

$50,001 - $100,000

$100,001 - $500,000

$500,001 - $1 million

$1 million - $2 million

$2 million - $5 million

$5 million - $10 million

$10 million - $20 million

$20 million - $50 million

$50 million - $100 million

Over $100 million

(f) What items are contained in your 1999 budget for Year 2000 compliance? (Check all that apply)

Assessment of the problem

Correction of systems

Replacement of systems

Internal testing

Point-to-point testing (including testing with broker-dealers, custodians, transfer agents, clearing agencies,
other service providers, etc.)

Training

SIA industry wide testing

Implementation of contingency plans

If you marked “no” “for fiscal year 2000 in question 2(b), go to question 3.

(g) What is your specific 2000 fiscal year budget allocation for Year 2000 compliance (including operating and
capital expenditures)?
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Less than $1,000

$1,001 - $10,000

$10,001 - $50,000

$50,001 - $100,000

$100,001 - $500,000

$500,001 - $1 million

$1 million - $2 million

$2 million - $5 million

$5 million - $10 million

$10 million - $20 million

$20 million - $50 million

$50 million - $100 million

Over $100 million

(h) What items are contained in your 2000 budget for Year 2000 compliance? (Check all that apply)

Assessment of the problem

Correction of systems

Replacement of systems

Internal testing

Point-to-point testing (including testing with broker-dealers, custodians, transfer agents, clearing agencies,
other service providers, etc.)

Training

SIA industry wide testing

Implementation of contingency plans

3. Persons responsible for Year 2000

(a) Has one or more individuals been designated as responsible for your Year 2000 compliance?

Yes

No

(b) If yes, please provide the following information on the person primarily responsible:

Name

Title

Business Name

Street Address

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

902

http://researchhelp.cch.com/License_Agreement.htm


City                                                                   State             
              Zip

4. Staffing for Year 2000

(a) Is this a full-time project for at least one individual (including both employees and consultants)?

Yes

No

(b) If yes, how many individuals are working full time on Year 2000 compliance?

1

2-5

6-10

11-20

21-50

51-100

101-200

over 200

(c) Have you hired third parties to assist you on Year 2000 issues?

Yes

No

(d) If yes, what function(s) are the third parties performing? (Check all that apply)

Assessment of the problem

Correction of systems

Replacement of systems

Internal testing

Training

Vendor assessment

Point-to-point testing (including testing with broker-dealers, custodians, transfer agents, clearing agencies,
other service providers, etc.)

SIA industry wide testing

Other (Please specify):

(e) If you have not completed staffing your Year 2000 project, are you?

Defining resources. This will be completed by:

                                                                                         
 MM      DD         YYYY

Unable to find sufficient staffing resources.

Handling the staffing as part of your ongoing business operations.

5. Inventory of systems
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(a) Have you inventoried all systems?

Yes

No

(b) What is the nature of the computer systems you utilize? (Check all that apply)

Off the shelf

Vendor provided

In house developed (custom made)

Other (Please specify):

(c) Have you identified your mission critical systems?

Yes

No

(d) If no, this will be completed by:

                                                                                         
 MM      DD         YYYY

(e) Have you determined which of your mission critical systems are not currently Year 2000 compliant?

Yes

No

6. Awareness of the problem

(a) What steps have you taken to enhance awareness of potential Year 2000 Problems? (Check all that
apply)

None to date

Designated individuals for Year 2000 compliance

Presentations to the Board

Presentations to management

Presentations to employees

Contacted third parties

Other (Please specify):

7. Progress on preparing mission critical systems for the Year 2000

What is your progress on the following stages of preparation for the Year 2000?

(a) Assessment of steps you will take to address Year 2000 Problems with your mission critical systems
(including preparing an inventory of computer systems affected by the Year 2000):

0% complete

1-25%

26-50%

51-75%

76-99%

complete
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If not completed, assessment expected to be completed by:

                                                                                         
 MM      DD         YYYY

(b) Implementation of steps you will take to address Year 2000 Problems with your mission critical systems:

0% complete

1-25%

26-50%

51-75%

76-99%

complete

If not completed, assessment expected to be completed by:

                                                                                         
 MM      DD         YYYY

(c) Testing of your mission critical internal systems:

0% complete

1-25%

26-50%

51-75%

76-99%

complete

If not completed, assessment expected to be completed by:

                                                                                         
 MM      DD         YYYY

(d) Did your testing of internal systems result in material exceptions that remain unresolved as of this filing?

Yes

No

(e) Point-to-point testing of your mission critical systems (including testing with other broker-dealers, other
financial institutions, customers, and vendors):

0% complete

1-25%

26-50%

51-75%

76-99%

complete

If not completed, assessment expected to be completed by:

                                                                                         
 MM      DD         YYYY

(f) Did your point-to-point testing result in material exceptions that remain unresolved as of this filing?

Yes
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No

(g) Implementation of tested software that addresses Year 2000 Problems with your mission critical
systems:

0% complete

1-25%

26-50%

51-75%

76-99%

complete

If not completed, implementation expected to be completed by:

                                                                                         
 MM      DD         YYYY

8. Progress on preparing all other systems for the Year 2000

What is your progress on the following stages of preparation for the Year 2000?

(a) Assessment of steps you will take to address Year 2000 Problems with your non-critical systems
(including preparing an inventory of computer systems affected by the Year 2000):

0% complete

1-25%

26-50%

51-75%

76-99%

complete

If not completed, assessment expected to be completed by:

                                                                                         
 MM      DD         YYYY

(b) Implementation of steps you will take to address Year 2000 Problems with your non-critical systems:

0% complete

1-25%

26-50%

51-75%

76-99%

complete

If not completed, implementation expected to be completed by:

                                                                                         
 MM      DD         YYYY

(c) Testing of your non-critical internal systems:

0% complete

1-25%
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26-50%

51-75%

76-99%

complete

If not completed, testing expected to be completed by:

                                                                                         
 MM      DD         YYYY

(d) Did your testing of internal systems result in material exceptions that remain unresolved as of this filing?

Yes

No

(e) Point-to-point testing of your non-critical systems (including testing with other broker-dealers,
other financial institutions, customers, and vendors):

0% complete

1-25%

26-50%

51-75%

76-99%

complete

If not completed, testing expected to be completed by:

                                                                                         
 MM      DD         YYYY

(f) Did your point-to-point testing result in material exceptions that remain unresolved as of this filing?

Yes

No

(g) Implementation of tested software that addresses Year 2000 Problems with your non-critical systems:

0% complete

1-25%

26-50%

51-75%

76-99%

complete

If not completed, implementation expected to be completed by:

                                                                                         
 MM      DD         YYYY

9. Contingency Plans

(a) Do you have a contingency plan for your systems if, after December 31, 1999, you have problems caused
by Year 2000 Problems?

Yes
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No

(b) If yes, is the contingency plan in writing?

Yes

No

Not Applicable

(c) If not, what is your progress in preparing a contingency plan?

0% complete

1-25%

26-50%

51-75%

76-100%

(d) What is the scope of coverage of the contingency plan? (Check all that apply)

No systems

Mission critical systems

Physical facilities

Communication systems

All systems

(e) Who has approved the contingency plan? (Check all that apply)

No approval

Board of Directors

Corporate officers

Executive management

Head of Information Technology

Employees

10. Third parties (including clearing firms, vendors, service providers, counterparties, etc.)
who provide mission critical systems

(a) Have you identified all third parties upon whom you rely for your mission critical systems?

Yes

No

(b) If yes, how many third parties do you rely upon for your mission critical systems?

(numeric value)

(c) What percentage of third parties upon whom you rely for mission critical systems have you contacted
regarding their readiness for the Year 2000?

0% complete

1-25%

26-50%

51-75%
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76-99%

all

If not all, contact expected to be completed by:

                                                                                         
 MM      DD         YYYY

(d) Has any third party upon whom you rely for mission critical systems declined or failed to provide you with
assurances that it is taking the necessary steps to prepare for the Year 2000?

Yes

No

Not Applicable

(e) If yes, how many third parties providing mission critical systems have not provided such assurances?

(numeric value)

(f) Does your contingency plan account for third parties whose systems may fail after December 31, 1999?

Yes

No

We have no contingency plan

PART II

                                                                                        
 Report   August 31, 1998

                                                                                        
 For:     April 30, 1999

                                                                                         
 MM      DD         YYYY

                                                                                         
     Report Filing Date

Firm Name

Firm Address

                           City                                        State             
              Zip
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SEC File No:               

8-

Firm CRD No:

Pursuant to Section 240.17a-5(e)(5)(iv), identify a specific person or persons that are available to discuss the
contents of this report and please respond to each of the following questions in narrative form. Each question
must be answered, even if your answer covers the same topics included in Part I of this Form.

(A) Has the broker's or dealer's board of directors (or similar body) approved and funded plans for preparing
and testing its computer systems for Year 2000 Problems?

(B) Do the broker's or dealer's plans for preparing and testing its computer systems for Year 2000 Problems
exist in writing and do the plans address all mission critical computer systems of the broker or dealer
wherever located throughout the world?

(C) Has the broker or dealer assigned existing employees, hired new employees, or engaged third parties
to provide assistance in addressing Year 2000 Problems? If so, provide a description of the work that these
groups of individuals have performed as of the date of each report.

(D) What is the broker's or dealer's current progress on each stage of preparation for potential problems
caused by Year 2000 Problems? These stages are:

(1) Awareness of potential Year 2000 Problems;

(2) Assessment of what steps the broker or dealer must take to address Year 2000 Problems;

(3) Implementation of the steps needed to address Year 2000 Problems;

(4) Internal testing of software designed to address Year 2000 Problems, including the number and a
description of the material exceptions resulting from such testing that are unresolved as of the reporting date;

(5) Point-to-point or industry wide testing of software designed to address Year 2000 Problems (including
testing with other brokers or dealers, other financial institutions, and customers), including the number and a
description of the material exceptions resulting from such testing that are unresolved as of the reporting date;
and

(6) Implementation of tested software that will address Year 2000 Problems.

(E) Does the broker or dealer have written contingency plans in the event, that after December 31, 1999, it
has problems caused by Year 2000 Problems?

(F) What levels of management of the broker or dealer are responsible for addressing potential problems
caused by Year 2000 Problems? Provide a description of the responsibilities for each level of management
regarding the Year 2000 Problems.

(G) Provide any additional material information concerning the broker's or dealer's management of Year 2000
Problems that will help the Commission and the designated examining authorities assess the readiness of the
broker or dealer for the Year 2000.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 98-25

Click to open document in a browser

July 29, 1998

  

Member Firm Regulation

 PLEASE ROUTE TO OPERATIONS OFFICER, MARGIN AND COMPLIANCE DEPARTMENTS

TO: MEMBERS, AND MEMBER ORGANIZATIONS

SUBJECT: EXTENSION OF TEMPORARY APPROVAL OF AMENDMENTS TO RULE 431 (“MARGIN
REQUIREMENTS”)

The Securities and Exchange Commission (the “SEC”) has approved extension of the temporary approval
of Rule 431 amendments relating to “good faith” accounts for an additional six months (until January 27,
1999) or until the Commission approves the rule changes on a permanent basis, whichever occurs first. (See
Securities Exchange Act Release No. 34-40266, dated July 27, 1998).

The rule amendments, which were approved by the SEC on a temporary basis until July 27, 1998, subject
transactions in the newly established “good faith” account under Regulation T (“Reg T”) of the Board of
Governors of the Federal Reserve System (the “FRB”) to applicable Rule 431 requirements (see Securities
Exchange Act Release No. 34-39813, dated March 27, 1998). In addition, the amendments exclude from
the term “customer” an “exempted borrower”, as defined in Reg T, except for the proprietary account of a
correspondent broker-dealer carried by a member organization. (See Information Memorandum No. 98-13,
dated April 7, 1998, for a detailed discussion of the rule changes).

Questions regarding this memorandum may be directed to Albert Lucks at (212) 656-5782 or Steven Levine
at (212) 656-7080.

Salvatore Pallante

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 98-22

Click to open document in a browser

July 10, 1998

  

Market Surveillance

 NOTE: PLEASE ROUTE TO YOUR COMPLIANCE OFFICER

TO: All Members and Member Organizations/Chief Operating Officers

SUBJECT: Additions to the List of Rules Subject to the Imposition of Fines for Minor Violations Under
Rule 476A Procedures

The Securities and Exchange Commission has approved the addition of the following rules to the list of rules
for violations of which the Exchange may determine to impose fines pursuant to the expedited procedures of
Rule 476A:

• Rule 79A.15 which requires specialists to display customer limit orders immediately, * 

• Rule 80A(b) which prohibits entry of stop orders and stop limit orders for the remainder of any trading day on
which “sidecar” procedures have been invoked;

• Rule 105 and Guidelines with respect to specialists' specialty stock options transactions and the reporting of
such transactions; and

• Rules 392 and 460.30 which require notification to the Exchange by member organizations when they are
participating in or engaging in certain activities related to an offering of securities listed on the Exchange.

Members and member organizations are reminded that, notwithstanding the procedures authorized by Rule
476A, the Exchange may, in any case it deems appropriate, proceed to bring charges and commence a
disciplinary proceeding under Rule 476.

The “List of Exchange Rule Violations And Fines Applicable Thereto Pursuant To Rule 476A” and the amount
of fines that may be imposed are contained in Exhibit A.

Questions concerning any matters discussed in this Information Memo may be addressed to Agnes Gautier
(212) 656-4608 or Donald Siemer (212) 656-6940.

Robert J. Sweeney

Senior Vice President

EXHIBIT A

Additions underscored

LIST OF EXCHANGE RULE VIOLATIONS AND FINES APPLICABLE THERETO PURSUANT TO
RULE 476A

• Rule 15 (ITS and Pre-Opening Applications) and Rule 15A (ITS “Trade-Throughs” and “Locked-Markets”
and ITS Block Trade Policy)

•Violation of the agency provisions of Rule 72(b)

• Rule 79A.15 requirements for specialists' display of customer limit orders

• Rule 79A.30 requirement to obtain Floor Official approval for trades at wide variations from last sale
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• Rule 80A(b) restrictions on entry of stop orders and stop limit orders

• Rule 80A(c) and (d) tick requirements for certain orders when the Dow Jones Industrial Average* has moved
50 points from the previous close

• Rule 95 order identification requirements and prohibition of transactions which involve discretion on the
Floor as to choice of security, total amount of security to be bought or sold or whether transaction is purchase
or sale

•Reporting rule violations (Rule 97.40, 104A.50, 107A.30, 112A.10, 304(h)(2), 312(a), (b) & (c), 313, 345.12,
345.17, 346(c), 351, 421, 440F, G & H and 706)

•Participation in the Specialist Performance Evaluation Questionnaire (SPEQ) Process (Rule 103A)

• Rule 104.10 (Functions of Specialists)

• Rule 104.12 Specialist investment account rule violations

• Rule 105 and Guidelines (Specialist Specialty Stock Option Transactions)

•Specialists' Contact With Listed Companies and Member Organizations (Rule 106)

• Rule 107A.10 RCMM stabilization requirement violations

• Rule 112(d) Competitive Trader stabilization requirement violations

• Rule 116.30 requirements for specialists' stopping stock

•Record retention rule violations (Rules 117, 121, 123, 123A.20, 345.11, 410, 432(a), 440 and 472(c))

•Failure to Time-Record Orders Received at the Specialist's Post (Rule 121) and Failure to Time-Record
Orders received at a Member's Booth from off the Floor (Rule 123)

•Failure of a member or member organization to use standardized Floor stationery as required by Rule
123A.23

•Percentage Orders (Rule 123A.30)

• Rule 123A.40 requirement to obtain Floor Official approval for election of stop orders

•Failure to utilize procedures of Rule 127 to satisfy all better priced limit orders when effecting block crosses
outside the quote and failure to provide public orders an execution at the cross price when required by Rule
127 procedures

•Failure to collect and/or submit all audit trail data specified in Rule 132

• Rule 134(c) and (e) requirement to comply with specified QT procedures and time periods

•Failure to Obtain Exchange Approval Rule Violations (Rules 312(h) & (i), 342(c), 342.10, 346(e) and (f),
382(a) and 791(c))

•Failure of a member organization to have individuals responsible and qualified for the positions of Financial
Principal, Operations Principal, Compliance Official, Branch Office Manager and Supervisory Analyst (Rules
342(b), (d) & .13, 311(b)(5) and 344)

• Rule 343 requirements relating to member organization office sharing arrangements

•Failure of a member organization to have individuals responsible and qualified for the positions of Securities
Lending Supervisor and Securities Trader Supervisor (Rule 345(a))

•Failure to obtain employees prior written consent for engaging in an outside activity as required by Rule
346(b)

•Guaranteeing a customer's account against loss or sharing in profits or losses as prohibited by Rule 352(b)
and (c)

• Rule 387 requirements for customer COD/POD transactions
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• Rule 392 notification requirements

• Rule 407 requirements for transactions of employees of the Exchange, members or member organizations

• Rule 408(a) requirement that written authorization be obtained for discretionary power in a customer's
account

• Rule 410A requirements for automated submission of trading data

• Rule 410B requirements to report transactions in Exchange listed securities not otherwise reported to the
Consolidated Tape

•Failure to transfer a customer securities account in accordance with the requirements of Rule 412 and the
interpretations thereunder

• Rule 440B short sale rule violations

• Rule 440C failure to deliver against a short sale without diligent effort to borrow

• Rules 451 and 452 requirements relating to transmission of proxy material and authorizing the giving of
proxies

• Rule 460.30 notification requirements

•Misstatements or omission of fact on submissions filed with the Exchange (Rule 476(a)(10))

•Failure to submit books and records or to furnish information on the date or within the time period that the
Exchange requires (Rule 476(a)(11))

• Rules 704 and 705 options position limits and exercise limits

•Failure of a member organization to have individuals responsible and qualified for the positions of Registered
Options Principal, Senior Registered Options Principal and Compliance Registered Options Principal (Rules
720 and 722(b))

• Rule 726 options disclosure document and prospectus delivery requirement violations

• Rule 750(e)(i) requirement for options specialists to establish bid/ask spreads no greater than the maximum
permitted Competitive Options Traders, based on the price of the option or the bid/ask differential of the
underlying security

• Rule 758(b)(i)(C)(1) requirement for Competitive Options Traders to establish bid/ask spreads no greater
than the maximum permitted, based on the price of the option or the bid/ask differential of the underlying
security

• Rule 758(b)(ii)(A) limitations on principal/agency trading of a Competitive Options Trader

• Rule 762 requirements to file option trade information

• Rule 780(b)(i) requirement for members and member organizations to indicate final decisions of holders of
equity options either to exercise or not to exercise expiring equity options by a specified time

• Rule 780(f) requirement for members and member organizations to make, keep and file with the Exchange
records concerning final exercise decisions made with respect to options in certain circumstances

• Rule 780.10(b) requirement to deliver “exercise advice”

• Rule 781 allocation of exercise assignment notice violations

•Violations of Exchange policies regarding procedures to be followed in delayed opening situations

•Failure to adhere to entry and cancellation procedures for limit-at-the-close and market-at-the-close orders
on non-expiration days, expiration Fridays and quarterly expiration days

•Failure of new member to adhere to order execution supervision procedures during period the member is
required to wear a temporary badge
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“Dow Jones Industrial Average” is a service mark of Dow Jones & Co., Inc.

           Fine Amount             Individual   Member Organization

           First Time Fined        $ 500        $1,000

           \**/Second Time Fined   $1,000       $2,500

           \**/Subsequent Fines    $2,500       $5,000

\**/Within a “rolling” 12-month period.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

*  In approving the addition of Rule 79A.15 to the 476A List, the Commission reiterated that "the
requirement that a limit order be displayed ‘immediately’ means that the limit order must be displayed
as soon as practicable, but no later than 30 seconds after receipt under normal market conditions.
This 30 seconds is an outer limit under normal market conditions and is not to be interpreted as a 30-
second safe harbor." For example, a specialist is not displaying customer limit orders immediately if the
specialist regularly executes customer limit orders at the 27th second after receipt, or is relying on an
automated system that does not display limit orders immediately.
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July 10, 1998

  

Market Surveillance

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT : Special Stock Lists (Imbalance Publication) for July 17, 1998, Expiration Friday

July 17, 1998 is an expiration trade date.

An expiration day is a trading day prior to the expiration of index-related derivative products (futures, options
or options on futures), whose settlement pricing is based upon opening or closing prices on the Exchange, as
identified by a qualified clearing corporation (e.g., the Options Clearing Corporation).

The twelve expiration days are expiration Fridays, which fall on the third Friday in every month. If that Friday
is an Exchange holiday, there will be an expiration Thursday in such a month.

SPECIAL STOCK LISTS.—IMBALANCE PUBLICATION

The Exchange has identified certain stocks which will, on expiration days, follow mandatory procedures
related to the dissemination of market order imbalances before the opening. There is no special stock list
related to the close.

The special stock list applicable to the July 17, 1998 opening is attached for your reference. The list
includes selected high-capitalized stocks (the fifty most highly capitalized stocks in the S&P 500 Index, plus
any Major Market Index stocks not included among those fifty stocks) and selected mid-capitalized stocks
(the ten most highly capitalized stocks in the S&P MidCap 400 Index).

MANDATORY EXPIRATION DAY PROCEDURES

In summary, in relation to the opening, stocks on the special list must follow procedures related to the
publication of market order imbalances at the appointed time, 9:00 a.m.

In relation to the close, any stock that has an MOC imbalance of 50,000 shares or more must publish
at 3:40 p.m. and update that status at 3:50 p.m.

PRINTING THE CLOSE

Specialists are reminded to print the closing transaction as outlined in Rule 116.40, which requires that
any MOC imbalance must be printed against the bid or offer as appropriate followed by a second print of
the MOC paired amount, if any, which should be marked as “stopped stock”. (This is the case even if the
MOC imbalance fills all “book” and Crowd interest, and regardless of whether or not specialist participation
is included.) If there is no imbalance, the paired amount should be printed at the last sale price as “stopped
stock.”

Complete discussion of auxiliary opening procedures and procedures for handling market-on-close (MOC)
orders on expiration days appears in Information Memo 96-34, which was published on November 8, 1996.
In addition, a complete discussion for handling MOC orders and LOC orders on every trade date
including expiration days, appears in Information Memo 98-20 which was published on June 22, 1998,
and became effective on June 24, 1998 (copy attached).

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

916

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P98-23%2909013e2c855b32f0?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE116.40/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/96-34/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/98-20/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


If you have any questions, you may direct them to David Fisch (212) 656-6769 or Carol Krusik (212)
656-4597.

Robert J. McSweeney

Senior Vice President

Attachments

Stock List for the Opening on July 17, 1998, Expiration Friday

              ABT                   ABBOTT LABORATORIES

              AES                   THE AES CORPORATION

              AFL                   AFLAC INC.

              AHP                   AMERICAN HOME PRODUCTS CORPORATION

              AIG                   AMERICAN INTERNATIONAL GROUP INC.

              AIT                   AMERITECH CORP.

              AOL                   AMERICA ONLINE INC.

              AXP                   AMERICAN EXPRESS COMPANY

              BA                    BOEING COMPANY

              BAC                   BANKAMERICA CORPORATION

              BLS                   BELLSOUTH CORPORATION

              BMY                   BRISTOL MYERS SQUIBB COMPANY
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              BSC                   BEAR STEARNS COMPANIES INC.

              C                     CHRYSLER CORPORATION

              CCE                   COCA-COLA ENTERPRISES INC.

              CCI                   CITICORP

              CHV                   CHEVRON CORPORATION

              CMB                   CHASE MANHATTAN CORP.

              *COF                  CAPITAL ONE FINANCIAL CORPORATION

              *CPQ                  COMPAQ COMPUTER CORPORATION

              DD                    DU PONT COMPANY

              DIS                   WALT DISNEY COMPANY

              DOW                   DOW CHEMICAL COMPANY

              EK                    EASTMAN KODAK COMPANY

              F                     FORD MOTOR COMPANY

              FNM                   FEDERAL NATIONAL MORTGAGE ASSOCIATION

              *FTU                  FIRST UNION CORPORATION

              G                     GILLETTE COMPANY
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              GE                    GENERAL ELECTRIC COMPANY

              GM                    GENERAL MOTORS CORPORATION

              GTE                   GTE CORPORATION

              HD                    HOME DEPOT INC.

              HWP                   HEWLETT-PACKARD COMPANY

              IBM                   INTERNATIONAL BUSINESS MACHINES CORP.

              IP                    INTERNATIONAL PAPER COMPANY

              JNJ                   JOHNSON AND JOHNSON

              KO                    COCA-COLA COMPANY

              KSS                   KOHL'S CORPORATION

              LLY                   ELI LILLY AND COMPANY

              LU                    LUCENT TECHNOLOGIES INC.

              MCD                   MCDONALDS CORPORATION

              MCK                   MCKESSON CORPORATION

              *MER                  MERRILL LYNCH & CO., INC.

              MMM                   MINNESOTA MINING AND MANUFACTURING
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              MO                    PHILIP MORRIS COS. INC.

              MOB                   MOBIL CORPORATION

              MRK                   MERCK AND COMPANY INC.

              MTC                   MONSANTO COMPANY

              MWD                   MORGAN STANLEY, DEAN WITTER, DISCOVER & CO.

              NB                    NATIONSBANK CORP.

              PEP                   PEPSICO INC.

              PFE                   PFIZER INC.

              PG                    PROCTER AND GAMBLE COMPANY

              *PWJ                  PAINEWEBBER GROUP INC.

              RD                    ROYAL DUTCH PETROLEUM COMPANY

              S                     SEARS ROEBUCK AND CO.

              SBC                   SOUTHWESTERN BELL CORPORATION

              SGP                   SCHERING PLOUGH CORP.

              T                     AMERICAN TELEPHONE AND TELEGRAPH

              TRV                   TRAVELERS GROUP INC.
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              *TWX                  TIME WARNER INC.

              UW                    USA WASTE SERVICES INC.

              WLA                   WARNER LAMBERT COMPANY

              WMT                   WAL-MART STORES INC.

              XON                   EXXON CORPORATION

This list consists of the 50 highest weighted S&P 500 stocks, the 20 Major Market Index stocks, and the
10 highest weighted S&P MidCap 400 stocks based on market values as of July 2, 1998. The indicated (*)
stocks have been added to the list. ALL, BEL, SLB, CDN and WPO have been deleted.

INFORMATION MEMO Number 98-20

June 22, 1998

Market Surveillance

TO: All Members and Member Organizations/Chief Operating Officers

SUBJECT: Revised Market-On-Close (“MOC”) And Limit-At-The-Close (“LOC”) Policy

The Securities and Exchange Commission has approved changes to the Exchange's policy for entry and
imbalance publication of market-on-close (“MOC”) and limit-at-the-close (“LOC”) orders on expiration and
non-expiration days. The revised policy is effective Wednesday, June 24, 1998.

The changes are designed to provide more current and complete information concerning MOC/LOC
imbalances to market participants.

The new procedures are:

Order Entry

•All MOC/LOC orders, unless entered to offset a published imbalance, must be entered by 3:40 p.m. in any
stock on any trading day. Floor brokers representing MOC/LOC orders in any stock must communicate their
irrevocable MOC/LOC interest to the specialist by 3:40 p.m. Therefore, the Exchange will no longer publish its
“special stock list” as it relates to MOC/LOC procedures.

•After 3:40 p.m., entry of MOC/LOC orders is permitted only on the contra side of the last imbalance
published, regardless of size. For example, if the 3:50 p.m. imbalance publication reverses the first imbalance
publication, only MOC and LOC orders which offset the 3:50 p.m. imbalance will be permitted to be entered
thereafter. No MOC/LOC orders may be entered if no imbalance is published.

•No MOC/LOC orders in any stock may be cancelled or reduced in size, except in case of legitimate error or
to comply with the provisions of Rule 80A. The policy regarding Rule 80A provides that, if Rule 80A goes into
effect, any MOC index arbitrage order without the appropriate tick restriction, that is related to a derivative
index product that is not expiring, must be cancelled, regardless of the time Rule 80A goes into effect.
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•On expiration days, the entry of MOC or LOC orders after 3:40 p.m. to establish or liquidate positions related
to a strategy involving derivative instruments is not permitted, even if such orders might offset published
imbalances.

Publication of Imbalances

•Imbalance publications will include MOC orders as well as marketable LOC orders. In that regard, LOC
orders to buy at a price higher than the last sale price are to be included with the buy MOC orders; LOC
orders to sell at a price lower than the last sale price are to be included with the sell MOC orders. LOC orders
with a limit equal to the last sale price would not be included in the imbalance calculation. The last sale price
at 3:40 p.m. is used for the first mandatory publication, and 3:50 p.m. for the second.

•Between 3:00 and 3:40 p.m., imbalances of any size may be published with Floor Official approval. These
are informational only and do not limit MOC/LOC order entry before 3:40 p.m.

•As soon as practicable after 3.40 p.m.

- imbalances of 50,000 shares or more in any stock on any trading day will be published;

- imbalances of less than 50,000 shares may be published with the approval of a Floor Official, e.g., an
imbalance of less than 50,000 shares which may be significantly greater than the average daily volume in a
stock;

- imbalances of any size will be published for any stock which had an earlier informational imbalance
publication.

There will not be a “no imbalance” notice published for any stock at 3:40 p.m., nor at 3:50 p.m. unless there
had been a prior imbalance publication.

•As soon as practicable after 3:50 p.m., an additional publication will be made for any stock which had an
imbalance publication at 3:40 p.m.:

- if the imbalance is 50,000 shares or more, the size and side of the imbalance will be published;

- if the imbalance is less than 50,000 shares, a “no imbalance” status will be published, or the size and side of
the imbalance may be published with Floor Official approval.

LOC orders are entered for execution at the closing price, provided the closing price is at or within the limit
specified. LOC orders permit the investor to scale interest to purchase or sell at various price increments in
anticipation of possible imbalances.

Questions concerning any matters discussed in this Information Memo may be addressed to David Fisch at
(212) 656-6769 or Carol Krusik at (212) 656-4597.

Robert J. McSweeney

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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July 1, 1998

  

Market Surveillance

 TO: All Members and Member Organizations/Chief Operating Officers

SUBJECT: Rule 80B Trading Halts

The values of Levels 1, 2 and 3 for Rule 80B trading halts are calculated at the beginning of each calendar
quarter, using 10%, 20% and 30%, respectively, of the average closing value of the Dow Jones Industrial
Average for the month prior to the beginning of the quarter. Each percentage calculation is rounded to the
nearest fifty points to create the Levels' trigger points. The values will remain in effect until the next quarterly
calculation.

EFFECTIVE July 1. 1998, Rule 80B trading halts will be triggered when the Dow Jones Industrial Average SM

*   (“DJIA”) declines below its closing value on the previous trading day by:

900 points (Level 1)

1750 points (Level 2)

2650 points (Level 3)

Trading in all stocks on the Exchange will halt for the time periods specified below.

Level 1 Halt

a) before 2:00 p.m. - one hour;

b) at 2:00 p.m. or later but before 2:30 p.m. - 30 minutes;

c) at 2:30 p.m. or later - trading shall continue, unless there is a Level 2 halt.

Level 2 Halt

a) before 1:00 p.m. - two hours;

b) at 1:00 p.m. or later but before 2:00 p.m. - one hour;

c) at 2:00 p.m. or later - trading shall halt and not resume for the remainder of the day.

Level 3 Halt

at any time - trading shall halt and not resume for the remainder of the day.

A complete discussion of Rule 80B appears in Information Memo No. 98-15 which was published April 13,
1998.

Questions concerning these matters may be addressed to Agnes Gautier at (212) 656-4608 or Donald
Siemer at (212) 656-6940.

Robert J. McSweeney

Senior Vice President
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Footnotes

*  "Dow Jones Industrial Average" is a service mark of Dow Jones & Company, Inc.
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June 22, 1998

  

Member Firm Regulation

 PLEASE ROUTE TO TRAINING, COMPLIANCE/LEGAL AND REGISTRATION DEPARTMENTS.

TO: Members and Member Organizations

ATTENTION: Managing Partners/Chief Executive Officers/Branch Managers and Training and Human
Resources Directors

SUBJECT: Adoption of Amendments to Rule 345A (“Continuing Education for Registered Persons”)

The Securities and Exchange Commission recently approved amendments to New York Stock Exchange
Rule 345A relating to Continuing Education requirements (see SEC Release No. 34-39712, dated March 3,
1998).

The text of amended Rule 345A is attached as Exhibit A. The significant areas of change are discussed
below.

The rule changes will become effective as of July 1, 1998.

Background - Rule 345A

Rule 345A provides for a continuing education program for registered persons of Exchange members
and member organizations. The program, which is uniform within the industry, consists of two parts -
a “Regulatory” Element and a “Firm” Element. The Regulatory Element requires all registered persons
to periodically complete a computer-based training program on compliance, ethical, sales practice, and
regulatory matters. The Firm Element requires members and member organizations to provide ongoing
training specifically tailored to their business. (See also Information Memorandum No. 95-11, dated March 23,
1995, for more detailed information relating to the Continuing Education Program and Exchange Rule 345A).

New Cycle for Participation in the Regulatory Element

The time-frames for registered persons to participate in Regulatory Element training have been revised by
amended Rule 345A.

Effective July 1, 1998, the amended rule requires ongoing participation in the program by registered persons
throughout their securities industry careers. Specifically, participation in the Regulatory Element will be
required within 120 days of the second anniversary of initial registration and every three years thereafter (i.e.,
the fifth, eighth, eleventh, fourteenth, etc. anniversaries), with no graduation from the program.

Formerly, the rule required registered persons to complete Regulatory Element computer-based training on
just three occasions, i.e., within 120 days of their second, fifth and tenth anniversaries of initial registration
(and also when they were the subject of significant disciplinary action), with graduation once persons were
registered for more than ten years.

Persons Currently Graduated from Regulatory Element and Persons Registered in a Supervisory Category

The amended rule allows an exception from Regulatory Element participation for persons currently graduated
from the program by providing that those persons who have been registered for more than ten years as
of the effective date of the rule amendments (i.e., July 1, 1998), and who have not been the subject of
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significant disciplinary action during the preceding ten years, will continue to be excluded from required
ongoing participation in the Regulatory Element. However, persons registered in a supervisory capacity will
have to have been registered in a supervisory capacity for more than 10 years in order to be covered by this
one-time provision for graduation from participation in the Regulatory Element program. Therefore, those
supervisors who have graduated from the program based on their initial registration date, but who have not
completed 10 years as a supervisor, will be required to re-enter the program.

New Program for Supervisors

The Regulatory Element program applies generally to all registered persons and, as originally adopted, did
not discern between registration types or categories.

Amended Rule 345A allows the Exchange, as appropriate, to designate specific Regulatory Element
programs for various registration categories, thereby providing customized training for such categories. The
first initiative under amended Rule 345A will be a supervisor's program (in the future, specific programs may
be implemented for other registration categories). This new program, developed specifically for supervisors,
will be implemented in the near future. Prior notice will be provided to members and member organizations
of the actual start date of the supervisor's program. Supervisors will continue to take the current Regulatory
Element program until implementation of the new supervisor's program.

For purposes of Exchange rules, the following registration/examination categories will be included in the
supervisory category: Series 4 (Registered Options Principal Examination); Series 8 (General Securities
Sales Supervisor Examination); Series 12 (NYSE Branch Manager Examination); Series 14 (NYSE
Compliance Official Examination); Series 16 (NYSE Supervisory Analyst Examination); Series 27 (Financial
and Operations Principal Examination); Series 28 (Introducing Broker-Dealer Financial and Operational
Principal Examination); and the Series 53 (Municipal Securities Principal Qualification Examination).

Firm Element

The Firm Element requires that each member and member organization conduct an analysis, on an annual
basis, of their training needs. Members and member organizations must also administer appropriate training
to their registered persons who have direct contact with customers and the immediate supervisors of such
registered persons, on an ongoing basis. The training must cover topics specifically related to their business,
such as, new products, sales practices, risk disclosure and new regulatory requirements and concerns.

Amended Rule 345A requires members and member organizations to also specifically focus on supervisory
needs in conducting their analysis of training needs and, if it is determined that there is a specific need for
supervisory training, it must be addressed in the Firm Element training plan.

Any questions relating to this memorandum may be directed to Ms. Christian Billet, Continuing Education
Coordinator at (212) 656-2156 or Ms. Patricia Devita, Continuing Education Coordinator at (212) 656-2746.

Salvatore Pallante

Senior Vice President

EXHIBIT A

Additions underscored

Deletions [bracketed]

Rule 345A. Continuing Education For Registered Persons

(a) Regulatory Element.—No member or member organization shall permit any registered person to continue
to, and no registered person shall continue to perform duties as a registered person, unless such person has
complied with the continuing education requirements of Section (a) of this Rule.
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Each registered person shall complete the Regulatory Element of the continuing education program on
[three occasions, after] the occurrence of their second [, fifth and tenth] registration anniversary date[s] and
every three years thereafter or as otherwise prescribed by the Exchange. On each [of the three] occasion[s],
the Regulatory Element must be completed within one hundred twenty days after the person's registration
anniversary date. A person's initial registration date shall establish the cycle of anniversary dates for
purposes of this Rule. The content of the Regulatory Element of the program shall be [prescribed] determined
by the Exchange for each registration category of persons subject to the Rule.

(1) [Registered] Persons who have been continuously registered for more than ten years as of the effective
date of this Rule [shall be] are exempt from the requirements of this Rule relative to participation in the
Regulatory Element of the continuing education program, provided such persons have not been subject
to any disciplinary action within the last ten years as enumerated in subsection (a)(3)(i)-(ii) of this Rule.
However, persons delegated supervisory responsibility or authority pursuant to Rule 342 and registered in
such supervisory capacity are exempt from participation in the Regulatory Element under this provision only
if they have been continuously registered in a supervisory capacity for more than ten years as of the effective
date of this Rule and provided that such supervisory person has not been subject to any disciplinary action
under subsection (a)(3)(i)-(ii) of this Rule.

In the event that a registered person who is exempt from participation in the Regulatory Element
subsequently becomes the subject of a disciplinary action as enumerated in subsection (a)(3)(i)-(ii), such
person shall be required to satisfy the requirements of the Regulatory Element as if the date the disciplinary
action becomes final is the person's initial registration anniversary date. [Persons who have been currently
registered for ten years or less as of the effective date of this Rule shall initially participate in the Regulatory
Element of the continuing education program within one hundred twenty days after the occurrence of the
second, fifth or tenth registration anniversary date, whichever anniversary date first applies, and on the
applicable registration anniversary date(s) thereafter. Such persons will have satisfied the requirements of the
Regulatory Element of the program after participation on the tenth registration anniversary.]

[All registered persons who have satisfied the requirements of the Regulatory Element shall be exempt from
further participation in the Regulatory Element of the program, subject to re-entry into the program as set forth
in subsection (a)(3) of this Rule.]

(2) No change.

(3)

(i)-(iii) No change.

Re-entry shall commence with initial participation within one hundred twenty days of the registered person
becoming subject to the statutory disqualification, in the case of (i) above, or the completion of the sanction or
the disciplinary action becoming final, in the case of (ii) and (iii) above . [, and on three additional occasions
thereafter, after the occurrence of their second, fifth and tenth anniversary dates of re-entry into the program,
notwithstanding that such person has completed all or part of the program requirements based on length
of time as a registered person or completion of ten years of participation in the program.] The date that the
disciplinary action becomes final will be deemed the person's initial registration anniversary date for purposes
of this Rule.

(b) Firm Element

(1) No change.

(2) Standards

(i) Each member and member organization must maintain a continuing and current education program for its
covered registered persons to enhance their securities knowledge, skills and professionalism. At a minimum,
each member and member organization shall at least annually evaluate and prioritize its training needs and
develop a written training plan. The plan must take into consideration the member's or member organization's
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size, organizational structure, and scope of business activities, as well as regulatory developments and
the performance of covered registered persons in the Regulatory Element. If a member's or member
organization's analysis determines a need for training for persons with supervisory responsibilities such
training must be included in the member's or member organization's training plan.

(ii) - (iii) No Change.

(3) and (4) No change.

… Supplementary Material

.10 and .20 No change.

[.30 A registered person who has been continuously registered for more than ten years as of the date of
implementation of this Rule who has been subject to a disciplinary action as enumerated in subsections (a)
(3)(i)-(ii) of the Rule within the last ten years, will be required to satisfy the requirements of the Regulatory
Element of the continuing education program by participation for the period from the date of implementation of
this Rule to ten years after the occurrence of the disciplinary action.]

[.40] .30 Any registered person who has terminated association with a registered broker or dealer and
who has, within two years of the date of termination, become reassociated in a registered capacity with a
registered broker or dealer shall participate in the Regulatory Element of the continuing education program
[on three occasions, after the occurrence of their second, fifth or tenth] at such intervals that apply (second
registration anniversary and every three years thereafter) based on the initial registration anniversary date,
rather than based on the date of reassociation in a registered capacity.

Any former registered person who becomes reassociated in a registered capacity with a registered broker or
dealer more than two years after termination as such will be required to satisfy the program's requirements in
their entirety [on three occasions] (second registration anniversary and every three years thereafter), based
on the most recent registration date.

[. 50] .40 No change in text.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Market Surveillance

 TO: All Members and Member Organizations/Chief Operating Officers

SUBJECT: Revised Market-On-Close (“MOC”) And Limit-At-The-Close (“LOC”) Policy

The Securities and Exchange Commission has approved changes to the Exchange's policy for entry and
imbalance publication of market-on-close (“MOC”) and limit-at-the-close (“LOC”) orders on expiration and
non-expiration days. The revised policy is effective Wednesday, June 24, 1998.

The changes are designed to provide more current and complete information concerning MOC/LOC
imbalances to market participants.

The new procedures are:

Order Entry

•All MOC/LOC orders, unless entered to offset a published imbalance, must be entered by 3:40 p.m. in any
stock on any trading day. Floor brokers representing MOC/LOC orders in any stock must communicate their
irrevocable MOC/LOC interest to the specialist by 3:40 p.m. Therefore, the Exchange will no longer publish its
“special stock list” as it relates to MOC/LOC procedures.

•After 3:40 p.m., entry of MOC/LOC orders is permitted only on the contra side of the last imbalance
published, regardless of size. For example, if the 3:50 p.m. imbalance publication reverses the first imbalance
publication, only MOC and LOC orders which offset the 3:50 p.m. imbalance will be permitted to be entered
thereafter. No MOC/LOC orders may be entered if no imbalance is published.

•No MOC/LOC orders in any stock may be cancelled or reduced in size, except in case of legitimate error or
to comply with the provisions of Rule 80A. The policy regarding Rule 80A provides that, if Rule 80A goes into
effect, any MOC index arbitrage order without the appropriate tick restriction, that is related to a derivative
index product that is not expiring, must be cancelled, regardless of the time Rule 80A goes into effect.

•On expiration days, the entry of MOC or LOC orders after 3:40 p.m. to establish or liquidate positions related
to a strategy involving derivative instruments is not permitted, even if such orders might offset published
imbalances.

Publication of Imbalances

•Imbalance publications will include MOC orders as well as marketable LOC orders. In that regard, LOC
orders to buy at a price higher than the last sale price are to be included with the buy MOC orders; LOC
orders to sell at a price lower than the last sale price are to be included with the sell MOC orders. LOC orders
with a limit equal to the last sale price would not be included in the imbalance calculation. The last sale price
at 3:40 p.m. is used for the first mandatory publication, and 3:50 p.m. for the second.

•Between 3:00 and 3:40 p.m., imbalances of any size may be published with Floor Official approval. These
are informational only and do not limit MOC/LOC order entry before 3:40 p.m.

•As soon as practicable after 3.40 p.m.

- imbalances of 50,000 shares or more in any stock on any trading day will be published;
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- imbalances of less than 50,000 shares may be published with the approval of a Floor Official, e.g., an
imbalance of less than 50,000 shares which may be significantly greater than the average daily volume in a
stock;

- imbalances of any size will be published for any stock which had an earlier informational imbalance
publication.

There will not be a “no imbalance” notice published for any stock at 3:40 p.m., nor at 3:50 p.m. unless there
had been a prior imbalance publication.

•As soon as practicable after 3:50 p.m., an additional publication will be made for any stock which had an
imbalance publication at 3:40 p.m.:

- if the imbalance is 50,000 shares or more, the size and side of the imbalance will be published;

- if the imbalance is less than 50,000 shares, a “no imbalance” status will be published, or the size and side of
the imbalance may be published with Floor Official approval.

LOC orders are entered for execution at the closing price, provided the closing price is at or within the limit
specified. LOC orders permit the investor to scale interest to purchase or sell at various price increments in
anticipation of possible imbalances.

Questions concerning any matters discussed in this Information Memo may be addressed to David Fisch at
(212) 656-6769 or Carol Krusik at (212) 656-4597.

Robert J. McSweeney

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
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Market Surveillance

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT : Special Stock Lists (Imbalance Publication) for June 19, 1998, Expiration Friday

June 19, 1998 is an expiration trade date.

An expiration day is a trading day prior to the expiration of index-related derivative products (futures, options
or options on futures), whose settlement pricing is based upon opening or closing prices on the Exchange, as
identified by a qualified clearing corporation (e.g., the Options Clearing Corporation).

Twelve of the expiration days are expiration Fridays, which fall on the third Friday in every month. If that
Friday is an Exchange holiday, there will be an expiration Thursday in such a month.

SPECIAL STOCK LISTS.—IMBALANCE PUBLICATION

The Exchange has identified certain stocks which will, on expiration days, follow mandatory procedures
related to the dissemination of market order imbalances before the opening and/or the dissemination of MOC
imbalances prior to the close, as soon as practicable after 3:40 p.m.

The high-capitalized stock list consists of the fifty most highly capitalized stocks in the S&P 500 Index, plus
any Major Market Index stocks not included among those fifty stocks. The mid-capitalized stock list consists
of the ten most highly capitalized stocks in the S&P MidCap 400 Index. The special stock lists applicable to
June 19, 1998 are attached for your reference.

MANDATORY EXPIRATION DAY PROCEDURES

In summary, in relation to the opening, stocks on the high-capitalized stock list and mid-capitalized stock list
must follow procedures related to the publication of market order imbalances at the appointed time, 9:00 a.m.
In relation to the close, only the stocks on the high-capitalized stock list must follow procedures related to the
publication of MOC imbalances as soon as practicable after the MOC cutoff time of 3:40 p.m. Also, pursuant
to Information Memo 95-21, any stock being dropped from or added to an index must publish an MOC status
as soon as practicable after 3:40 p.m., as may any stock with Floor Official approval.

PRINTING THE CLOSE

Specialists are reminded to print the closing transaction as outlined in Rule 116.40, which requires
that any MOC imbalance must be printed against the bid or offer as appropriate followed by a second
print of the MOC paired amount, if any, which should be marked as “stopped stock”. (This is the
case even if the MOC imbalance fills all “book” and Crowd interest, and regardless of whether or not
specialist participation is included.) If there is no imbalance, the paired amount should be printed at
the last sale price as “stopped stock.”

Complete discussion of auxiliary opening procedures and procedures for handling market-on-close (MOC)
orders on expiration days appears in Information Memo 96-34, which was published on November 8, 1996.
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In addition, a complete discussion for handling limit-at-the-close (LOC) orders on expiration days appears in
Information Memo 97-25 which was published on May 13, 1997.

If you have any questions, you may direct them to David Fisch (212) 656-6769 or Carol Krusik (212)
656-4597.

Robert J. McSweeney

Senior Vice President

Attachments

High-Capitalized Stock List - June 19, 1998, Expiration Friday

                ABT                 ABBOTT LABORATORIES

                AHP                 AMERICAN HOME PRODUCTS CORPORATION

                AIG                 AMERICAN INTERNATIONAL GROUP INC.

                AIT                 AMERITECH CORP.

                *ALL                THE ALLSTATE CORPORATION

                AN                  AMOCO CORPORATION

                AXP                 AMERICAN EXPRESS COMPANY

                BA                  BOEING COMPANY

                BAC                 BANKAMERICA CORPORATION

                BEL                 BELL ATLANTIC CORP.

                BLS                 BELLSOUTH CORPORATION

                BMY                 BRISTOL MYERS SQUIBB COMPANY
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                *C                  CHRYSLER CORPORATION

                CCI                 CITICORP

                CHV                 CHEVRON CORPORATION

                CMB                 CHASE MANHATTAN CORP.

                DD                  DU PONT COMPANY

                DIS                 WALT DISNEY COMPANY

                DOW                 DOW CHEMICAL COMPANY

                EK                  EASTMAN KODAK COMPANY

                F                   FORD MOTOR COMPANY

                FNM                 FEDERAL NATIONAL MORTGAGE ASSOCIATION

                G                   GILLETTE COMPANY

                GE                  GENERAL ELECTRIC COMPANY

                GM                  GENERAL MOTORS CORPORATION

                GTE                 GTE CORPORATION

                HD                  HOME DEPOT INC.

                HWP                 HEWLETT-PACKARD COMPANY
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                IBM                 INTERNATIONAL BUSINESS MACHINES CORP.

                IP                  INTERNATIONAL PAPER COMPANY

                JNJ                 JOHNSON AND JOHNSON

                KO                  COCA-COLA COMPANY

                LLY                 ELI LILLY AND COMPANY

                LU                  LUCENT TECHNOLOGIES INC.

                MCD                 MCDONALDS CORPORATION

                MMM                 MINNESOTA MINING AND MANUFACTURING

                MO                  PHILIP MORRIS COS. INC.

                MOB                 MOBIL CORPORATION

                MRK                 MERCK AND COMPANY INC.

                MTC                 MONSANTO COMPANY

                MWD                 MORGAN STANLEY, DEAN WITTER, DISCOVER & CO.

                NB                  NATIONSBANK CORP.

                PEP                 PEPSICO INC.

                PFE                 PFIZER INC.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

934

http://researchhelp.cch.com/License_Agreement.htm


                PG                  PROCTER AND GAMBLE COMPANY

                RD                  ROYAL DUTCH PETROLEUM COMPANY

                S                   SEARS ROEBUCK AND CO.

                SBC                 SOUTHWESTERN BELL CORPORATION

                SGP                 SCHERING PLOUGH CORP.

                SLB                 SCHLUMBERGER LTD

                T                   AMERICAN TELEPHONE AND TELEGRAPH

                TRV                 TRAVELERS GROUP INC.

                WLA                 WARNER LAMBERT COMPANY

                WMT                 WAL-MART STORES INC.

                XON                 EXXON CORPORATION

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of June 5, 1998 and
the 20 Major Market Index stocks. The indicated (*) stocks have been added to the list. AN and CPQ have
been deleted.

Mid-Capitalized Stock List - June 19, 1998, Expiration Friday

                AES                 AES CORPORATION (THE)

                AFL                 AFLAC INC.

                AOL                 AMERICA ONLINE INC.
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                BSC                 BEAR STEARNS COMPANIES INC.

                CCE                 COCA-COLA ENTERPRISES INC.

                CDN                 CADENCE DESIGN SYSTEMS INC.

                *KSS                KOHL'S CORPORATION

                *MCK                MCKESSON CORPORATION

                UW                  USA WASTE SERVICES INC.

                WPO                 WASHINGTON POST COMPANY (Class B Common Stock)

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of June 5,
1998. The indicated (*) stocks have been added to the list. BEN and PWJ have been deleted.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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May 8, 1998

  

Market Surveillance

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT : Special Stock Lists (Imbalance Publication) for May 15, 1998, Expiration Friday

May 15, 1998 is an expiration trade date.

An expiration day is a trading day prior to the expiration of index-related derivative products (futures, options
or options on futures), whose settlement pricing is based upon opening or closing prices on the Exchange, as
identified by a qualified clearing corporation (e.g., the Options Clearing Corporation).

Twelve of the expiration days are expiration Fridays, which fall on the third Friday in every month. If that
Friday is an Exchange holiday, there will be an expiration Thursday in such a month.

SPECIAL STOCK LISTS.—IMBALANCE PUBLICATION

The Exchange has identified certain stocks which will, on expiration days, follow mandatory procedures
related to the dissemination of market order imbalances before the opening and/or the dissemination of MOC
imbalances prior to the close, as soon as practicable after 3:40 p.m.

The high-capitalized stock list consists of the fifty most highly capitalized stocks in the S&P 500 Index, plus
any Major Market Index stocks not included among those fifty stocks. The mid-capitalized stock list consists
of the ten most highly capitalized stocks in the S&P MidCap 400 Index. The special stock lists applicable to
May 15, 1998 are attached for your reference.

MANDATORY EXPIRATION DAY PROCEDURES

In summary, in relation to the opening, stocks on the high-capitalized stock list and mid-capitalized stock list
must follow procedures related to the publication of market order imbalances at the appointed time, 9:00 a.m.
In relation to the close, only the stocks on the high-capitalized stock list must follow procedures related to the
publication of MOC imbalances as soon as practicable after the MOC cutoff time of 3:40 p.m. Also, pursuant
to Information Memo 95-21, any stock being dropped from or added to an index must publish an MOC status
as soon as practicable after 3:40 p.m., as may any stock with Floor Official approval.

PRINTING THE CLOSE

Specialists are reminded to print the closing transaction as outlined in Rule 116.40, which requires
that any MOC imbalance must be printed against the bid or offer as appropriate followed by a second
print of the MOC paired amount, if any, which should be marked as “stopped stock”. (This is the
case even if the MOC imbalance fills all “book” and Crowd interest, and regardless of whether or not
specialist participation is included.) If there is no imbalance, the paired amount should be printed at
the last sale price as “stopped stock.”

Complete discussion of auxiliary opening procedures and procedures for handling market-on-close (MOC)
orders on expiration days appears in Information Memo 96-34, which was published on November 8, 1996.
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In addition, a complete discussion for handling limit-at-the-close (LOC) orders on expiration days appears in
Information Memo 97-25 which was published on May 13, 1997.

If you have any questions, you may direct them to David Fisch (212) 656-6769 or Carol Krusik (212)
656-4597.

Robert J. McSweeney

Senior Vice President

Attachments

High-Capitalized Stock List - May 15, 1998, Expiration Friday

                ABT                 ABBOTT LABORATORIES

                AHP                 AMERICAN HOME PRODUCTS CORPORATION

                AIG                 AMERICAN INTERNATIONAL GROUP INC.

                AIT                 AMERITECH CORP.

                AN                  AMOCO CORPORATION

                AXP                 AMERICAN EXPRESS COMPANY

                BA                  BOEING COMPANY

                BAC                 BANKAMERICA CORPORATION

                BEL                 BELL ATLANTIC CORP.

                BLS                 BELLSOUTH CORPORATION

                BMY                 BRISTOL MYERS SQUIBB COMPANY

                CCI                 CITICORP
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                CHV                 CHEVRON CORPORATION

                CMB                 CHASE MANHATTAN CORP.

                *CPQ                COMPAQ COMPUTER CORPORATION

                DD                  DU PONT COMPANY

                DIS                 WALT DISNEY COMPANY

                DOW                 DOW CHEMICAL COMPANY

                EK                  EASTMAN KODAK COMPANY

                F                   FORD MOTOR COMPANY

                FNM                 FEDERAL NATIONAL MORTGAGE ASSOCIATION

                G                   GILLETTE COMPANY

                GE                  GENERAL ELECTRIC COMPANY

                GM                  GENERAL MOTORS CORPORATION

                GTE                 GTE CORPORATION

                HD                  HOME DEPOT INC.

                HWP                 HEWLETT-PACKARD COMPANY

                IBM                 INTERNATIONAL BUSINESS MACHINES CORP.
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                IP                  INTERNATIONAL PAPER COMPANY

                JNJ                 JOHNSON AND JOHNSON

                KO                  COCA-COLA COMPANY

                LLY                 ELI LILLY AND COMPANY

                LU                  LUCENT TECHNOLOGIES INC.

                MCD                 MCDONALDS CORPORATION

                MMM                 MINNESOTA MINING AND MANUFACTURING

                MO                  PHILIP MORRIS COS. INC.

                MOB                 MOBIL CORPORATION

                MRK                 MERCK AND COMPANY INC.

                MTC                 MONSANTO COMPANY

                MWD                 MORGAN STANLEY, DEAN WITTER, DISCOVER & CO.

                NB                  NATIONSBANK CORP.

                PEP                 PEPSICO INC.

                PFE                 PFIZER INC.

                PG                  PROCTER AND GAMBLE COMPANY
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                RD                  ROYAL DUTCH PETROLEUM COMPANY

                S                   SEARS ROEBUCK AND CO.

                SBC                 SOUTHWESTERN BELL CORPORATION

                SGP                 SCHERING PLOUGH CORP.

                SLB                 SCHLUMBERGER LTD

                T                   AMERICAN TELEPHONE AND TELEGRAPH

                TRV                 TRAVELERS GROUP INC.

                WLA                 WARNER LAMBERT COMPANY

                WMT                 WAL-MART STORES INC.

                XON                 EXXON CORPORATION

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of May 1, 1998 and
the 20 Major Market Index stocks. The indicated (*) stock has been added to the list. ALL has been deleted.

Mid-Capitalized Stock List - May 15, 1998, Expiration Friday

                AES            AES CORPORATION (THE)

                AFL            AFLAC INC.

                AOL            AMERICA ONLINE INC.

                BEN            FRANKLIN RESOURCES INC.
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                BSC            BEAR STEARNS COMPANIES INC.

                CCE            COCA-COLA ENTERPRISES INC.

                CDN            CADENCE DESIGN SYSTEMS INC.

                PWJ            PAINEWEBBER GROUP INC.

                UW             USA WASTE SERVICES INC.

                WPO            WASHINGTON POST COMPANY (Class B Common Stock)

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of May 1,
1998. There is no change to the list compared to the April, 1998 Expiration Friday.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Member Firm Regulation

 PLEASE ROUTE TO COMPLIANCE AND LEGAL DEPARTMENTS

TO: All Members and Member Organizations

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, OPERATIONS OFFICER, INTERNAL
AUDIT/COMPLIANCE DEPARTMENTS, LEGAL DEPARTMENTS

SUBJECT : RULE 351(d) - REPORTS OF CUSTOMER COMPLAINT STATISTICS

Exchange Rule 351(d) Reporting Requirements

Member organizations have recently requested clarification of the reporting requirements of Rule 351(d).
Rule 351(d) requires each member and member organization to report to the Exchange statistical information
regarding customer complaints relating to such matters as may be specified by the Exchange. For purposes
of this rule, “customer” includes any person other than a broker-dealer.

The Exchange has been asked to clarify whether oral complaints are reportable under Rule 351(d). Exchange
Information Memo No. 92-38 (dated December 8, 1992) states that Rule 351(d) requires all members and
member organizations conducting a public business to report quarterly statistics of all written complaints
received from the public. The Exchange has further interpreted Rule 3 51(d) to require that any oral complaint
is a complaint reportable under Rule 351(d). The Exchange expects that oral customer complaints will be
investigated and treated in the same manner as written complaints.

Accordingly, members and member organizations are required to treat all customer complaints, oral and
written, with equal scrutiny and report them to the Exchange in the quarterly report of customer complaint
statistics.

Elimination of Manual Submissions

In the past, the Exchange would accept manual submissions of customer complaint statistics from
organizations that had fewer than (5) complaints for a quarter.

Effective with the filing of first quarter 1999 statistics (due April 15, 1999) all organizations must file
electronically each and every quarter even if no complaints were received.

Accordingly, the Exchange is upgrading its current PC Software application to allow its members and member
organizations to electronically transmit all required complaint information. The new application will replace
current CPU to CPU transmissions and eliminate manual complaint submissions. A connection via modem
to the SIAC PC SERVICE Center will be needed at the firm site if one is not already established. You will be
contacted by the NYSE in the near future regarding the roll out of the new PC COMPLAINTS application.

Amendments to Transmission

Effective with the filing of first quarter 1999 statistics, when filing Amendments, the entire file including the
amended records must be re-transmitted. The NYSE will no longer accept ‘individual amendment records” but
only an amended file.
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A letter must be sent to Lorraine Ingrilli, Manager, New York Stock Exchange, 20 Broad Street, 22nd Floor,
New York, N. Y. 10005, requesting an amendment.

Any questions relating to the electronic transmission of either complaint reports or amendments should be
directed to Ms. Antoinette Giordano at (212) 656-2096.

Any questions concerning this memorandum may be directed to Lorraine Ingrilli at (212) 656-5366.

Salvatore Pallante

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Market Surveillance

 TO: All Members and Member Organizations/Chief Operating Officers

SUBJECT : Amendments to Rule 80B

The Securities and Exchange Commission has approved amendments to Rule 80B (Trading Halts Due to
Extraordinary Market Volatility), attached as Exhibit A, which revise the halt provisions and the circuit-breaker
levels as described below.

EFFECTIVE April 15. 1998, Rule 80B trading halts will be triggered when the Dow Jones Industrial Average
SM *   (“DJIA”) declines below its closing value on the previous trading day by:

850 points (Level 1)

1750 points (Level 2)

2600 points (Level 3)

Trading in all stocks on the Exchange will halt for the time periods specified below.

Level 1 Halt

a) before 2:00 p.m. - one hour;

b) at 2:00 p.m. or later but before 2:30 p.m. - 30 minutes;

c) at 2:30 p.m. or later - trading shall continue, unless there is a Level 2 halt.

Level 2 Halt

a) before 1:00 p.m. - two hours;

b) at 1:00 p.m. or later but before 2:00 p.m. - one hour;

c) at 2:00 p.m. or later - trading shall halt and not resume for the remainder of the day.

Level 3 Halt

at any time - trading shall halt and not resume for the remainder of the day.

The values of Levels 1, 2 and 3 will be calculated at the beginning of each calendar quarter, using 10%,
20% and 30%, respectively, of the average closing value of the Dow Jones Industrial Average for the month
prior to the beginning of the quarter. Each percentage calculation will be rounded to the nearest fifty points to
create the Levels' trigger points. The values will remain in effect until the next quarterly calculation.

The Exchange will disseminate the new trigger levels quarterly to the media and via the Exchange's “hoot and
holler system” to all other U. S. market centers which trade stocks, stock options, stock index options, stock
index futures and options on such futures. In addition, the trigger levels will be disseminated on the ticker tape
and as a CMS broadcast. The Market Surveillance Division will also issue an Information Memorandum.

Under amended Rule 80B price indications in the stocks which comprise the Dow Jones Industrial Average
will be disseminated during a trading halt pursuant to Rule 80B, except when trading is halted for the
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remainder of the day. This is designed to supply information to market participants on expected pricing levels
for these highly capitalized stocks, and thereby, the Index. Indications may also be disseminated in other
stocks with a Floor Official's approval.

Floor Official supervision and approval is mandatory for any indication, including stocks in the DJIA, that
represents a change from the last sale of one point or more for stocks under $10, the lesser of 10% or three
points from a last sale for $10 - 99 15/16, and five points from the last sale for $100 or more. Indications in
stocks in the DJIA which do not represent such a change do not require Floor Official approval.

If the Exchange halts trading for the remainder of the day pursuant to Rule 80B, market-on-close (“MOC”) and
limit-on-close (“LOC”) orders will be cancelled, and NYSE Crossing Sessions will not take place.

These revised circuit breakers have been coordinated with (i) all other United States stock exchanges and
the National Association of Securities Dealers with respect to the trading of stocks, stock options, and stock
index options; and (ii) all United States futures exchanges with respect to the trading of stock index futures
and options on such futures.

Questions concerning any matters discussed in this Information Memo may be addressed to Agnes Gautier at
(212) 656-4608 or Donald Siemer at (212) 656-6940.

Robert McSweeney

Senior Vice President

EXHIBIT A

Additions underlined

Deletions [bracketed]

Rule 80B. Trading Halts Due to Extraordinary Market Volatility

[(a) Except as provided below, if the Dow Jones Industrial Average SM *   reaches a value 350 or more points
below its closing value on the previous trading day (Level 1) trading in stocks shall halt on the Exchange
and may not reopen for thirty minutes. If, on the same day, the average subsequently reaches a value 550
or more points below that closing value (Level 2) trading in stocks shall halt on the Exchange and may not
reopen for one hour.

(b) If the average reaches Level 1 at or after 3:00 p.m. Eastern time, trading in stocks shall not halt on the
Exchange, unless the average reaches Level 2. If the average reaches Level 2 at or after 2:00 p.m. but
prior to 3:00 p.m. Eastern time, trading in stocks shall halt on the Exchange for thirty minutes. If the average
reaches Level 2 at or after 3:00 p.m., trading shall halt and the market will not reopen.]

(a) Trading in stocks shall halt on the Exchange and shall not reopen for the time periods described In this

paragraph (a) if the Dow Jones Industrial Average SM *   reaches Level 1 below its closing value on the
previous trading day:

(i) before 2:00 p.m. Eastern time for one hour;

(ii) at or after 2:00 p.m. but before 2:30 p.m. Eastern time for 30 minutes.

If the Dow Jones Industrial Average reaches Level 1 below its closing value on the previous trading day at or
after 2:30 p.m. Eastern time, trading shall continue on the Exchange until the close, unless the Dow Jones
Industrial Average reaches Level 2 closing value on the previous trading day, at which time trading shall be
halted for the remainder of the day.

b) Trading in stocks shall halt on the Exchange and shall not reopen for the time periods described in this
paragraph (b) if the Dow Jones Industrial Average reaches Level 2 below its closing value on the previous
trading day:

(i) before 1:00 p.m. Eastern time, for two hours;
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(ii) at or after 1:00 p.m. but before 2:00 p.m. Eastern time. for one hour;

(iii) at or after 2:00 p.m. Eastern time, for the remainder of the day.

(c) If the Dow Jones Industrial Average reaches Level 3 below its closing value on the previous trading day,
trading in stocks shall halt on the Exchange and shall not reopen for the remainder of the day.

Supplementary Material:

.10 Levels 1, 2 and 3 shall be calculated at the beginning of each calendar quarter, using the average closing
value of the Dow Jones Industrial Average for the month prior to the beginning of the quarter. Level 1 shall
be 10% of such average closing value calculation; Level 2 shall be 20% of such average closing value
calculation; Level 3 shall be 30% of such average closing value calculation. Each Level shall be rounded to
the nearest fifty points. The values of Levels 1, 2 and 3 shall remain in effect until the next calculation.

.20 Price Indications will be disseminated during any trading halt pursuant to this Rule 80B, for stocks which
comprise the Dow Jones Industrial Average, except when trading is halted for the remainder of the day.

[.10] .30 The restrictions in this Rule 80B shall apply whenever the Dow Jones Industrial Average reaches the
trigger values notwithstanding the fact that, at any given time, the calculation of the value of the average may
be based on the prices of less than all of the stocks included in the average.

[.20] .40 The reopening of trading following a trading halt under this Rule 80B shall be conducted pursuant
to procedures adopted by the Exchange and communicated by notice to its members and member
organizations.

[.30] .50 Nothing in this Rule 80B should be construed to limit the ability of the Exchange to otherwise halt or
suspend the trading in any stock or stocks traded on the Exchange pursuant to any other Exchange rule or
policy.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

*  "Dow Jones Industrial Average" is a service mark of Dow Jones & Company, Inc.
*  "Dow Jones Industrial Average" is a service mark of Dow Jones & Company, Inc.
*  "Dow Jones Industrial Average" is a service mark of Dow Jones & Company, Inc.
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Market Surveillance

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT : Special Stock Lists (Imbalance Publication) for April 17, 1998, Expiration Friday

April 17, 1998 is an expiration trade date.

An expiration day is a trading day prior to the expiration of index-related derivative products (futures, options
or options on futures), whose settlement pricing is based upon opening or closing prices on the Exchange, as
identified by a qualified clearing corporation (e.g., the Options Clearing Corporation).

Twelve of the expiration days are expiration Fridays, which fall on the third Friday in every month. If that
Friday is an Exchange holiday, there will be an expiration Thursday in such a month.

SPECIAL STOCK LISTS.—IMBALANCE PUBLICATION

The Exchange has identified certain stocks which will, on expiration days, follow mandatory procedures
related to the dissemination of market order imbalances before the opening and/or the dissemination of MOC
imbalances prior to the close, as soon as practicable after 3:40 p.m.

The high-capitalized stock list consists of the fifty most highly capitalized stocks in the S&P 500 Index, plus
any Major Market Index stocks not included among those fifty stocks. The mid-capitalized stock list consists
of the ten most highly capitalized stocks in the S&P MidCap 400 Index. The special stock lists applicable to
April 17, 1998 are attached for your reference.

MANDATORY EXPIRATION DAY PROCEDURES

In summary, in relation to the opening, stocks on the high-capitalized stock list and mid-capitalized stock list
must follow procedures related to the publication of market order imbalances at the appointed time, 9:00 a.m.
In relation to the close, only the stocks on the high-capitalized stock list must follow procedures related to the
publication of MOC imbalances as soon as practicable after the MOC cutoff time of 3:40 p.m. Also, pursuant
to Information Memo 95-21, any stock being dropped from or added to an index must publish an MOC status
as soon as practicable after 3:40 p.m., as may any stock with Floor Official approval.

PRINTING THE CLOSE

Specialists are reminded to print the closing transaction as outlined in Rule 116.40, which requires
that any MOC imbalance must be printed against the bid or offer as appropriate followed by a second
print of the MOC paired amount, if any, which should be marked as “stopped stock”. (This is the
case even if the MOC imbalance fills all “book” and Crowd interest, and regardless of whether or not
specialist participation is included.) If there is no imbalance, the paired amount should be printed at
the last sale price as “stopped stock.”

Complete discussion of auxiliary opening procedures and procedures for handling market-on-close (MOC)
orders on expiration days appears in Information Memo 96-34, which was published on November 8, 1996.
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In addition, a complete discussion for handling limit-at-the-close (LOC) orders on expiration days appears in
Information Memo 97-25 which was published on May 13, 1997.

If you have any questions, you may direct them to David Fisch (212) 656-6769 or Carol Krusik (212)
656-4597.

Robert J. McSweeney

Senior Vice President

Attachments

High-Capitalized Stock List - April 17, 1998, Expiration Friday

                ABT                   ABBOTT LABORATORIES

                AHP                   AMERICAN HOME PRODUCTS CORPORATION

                AIG                   AMERICAN INTERNATIONAL GROUP INC.

                AIT                   AMERITECH CORP.

                ALL                   ALLSTATE CORP.

                AN                    AMOCO CORPORATION

                AXP                   AMERICAN EXPRESS COMPANY

                BA                    BOEING COMPANY

                BAC                   BANKAMERICA CORPORATION

                BEL                   BELL ATLANTIC CORP.

                BLS                   BELLSOUTH CORPORATION

                BMY                   BRISTOL MYERS SQUIBB COMPANY
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                CCI                   CITICORP

                CHV                   CHEVRON CORPORATION

                CMB                   CHASE MANHATTAN CORP.

                DD                    DU PONT COMPANY

                DIS                   WALT DISNEY COMPANY

                DOW                   DOW CHEMICAL COMPANY

                EK                    EASTMAN KODAK COMPANY

                F                     FORD MOTOR COMPANY

                FNM                   FEDERAL NATIONAL MORTGAGE ASSOCIATION

                G                     GILLETTE COMPANY

                GE                    GENERAL ELECTRIC COMPANY

                GM                    GENERAL MOTORS CORPORATION

                GTE                   GTE CORPORATION

                HD                    HOME DEPOT INC.

                HWP                   HEWLETT-PACKARD COMPANY

                IBM                   INTERNATIONAL BUSINESS MACHINES CORP.
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                IP                    INTERNATIONAL PAPER COMPANY

                JNJ                   JOHNSON AND JOHNSON

                KO                    COCA-COLA COMPANY

                LLY                   ELI LILLY AND COMPANY

                LU                    LUCENT TECHNOLOGIES INC.

                MCD                   MCDONALDS CORPORATION

                MMM                   MINNESOTA MINING AND MANUFACTURING

                MO                    PHILIP MORRIS COS. INC.

                MOB                   MOBIL CORPORATION

                MRK                   MERCK AND COMPANY INC.

                MTC                   MONSANTO COMPANY

                MWD                   MORGAN STANLEY, DEAN WITTER, DISCOVER & CO.

                NB                    NATIONSBANK CORP.

                PEP                   PEPSICO INC.

                PFE                   PFIZER INC.

                PG                    PROCTER AND GAMBLE COMPANY
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                RD                    ROYAL DUTCH PETROLEUM COMPANY

                S                     SEARS ROEBUCK AND CO.

                SBC                   SOUTHWESTERN BELL CORPORATION

                SGP                   SCHERING PLOUGH CORP.

                SLB                   SCHLUMBERGER LTD

                T                     AMERICAN TELEPHONE AND TELEGRAPH

                TRV                   TRAVELERS GROUP INC.

                WLA                   WARNER LAMBERT COMPANY

                WMT                   WAL-MART STORES INC.

                XON                   EXXON CORPORATION

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of April 3, 1998 and
the 20 Major Market Index stocks. CPQ has been deleted.

Mid-Capitalized Stock List - April 17, 1998, Expiration Friday

                AES             AES CORPORATION (THE)

                AFL             AFLAC INC.

                AOL             AMERICA ONLINE INC.

                BEN             FRANKLIN RESOURCES INC.
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                BSC             BEAR STEARNS COMPANIES INC.

                CCE             COCA-COLA ENTERPRISES INC.

                CDN             CADENCE DESIGN SYSTEMS INC.

                *PWJ            PAINEWEBBER GROUP INC.

                UW              USA WASTE SERVICES INC.

                WPO             WASHINGTON POST COMPANY (Class B Common Stock)

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of April 3,
1998. The indicated (*) stock has been added to the list. FOA has been deleted.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Member Firm Regulation

 PLEASE ROUTE TO OPERATIONS OFFICER, MARGIN AND COMPLIANCE DEPARTMENTS

TO: Members and Member Organizations

SUBJECT: Amendments to Rule 431 (“Margin Requirements”)

On March 27, 1998, the Securities and Exchange Commission (the “SEC”) approved amendments to New
York Stock Exchange Rule 431 (“Margin Requirements”) (See Securities Exchange Act Release #34-39813).
The amendments subject transactions' in the newly established “good faith” account under Regulation T
(“Reg T”) of the Board of Governors of the Federal Reserve System (the “FRB”) to applicable Rule 431
requirements. In addition, the amendments exclude from the term “customer” an “exempted borrower”, as
defined in Reg T, except for the proprietary account of a correspondent broker-dealer carried by a member
organization.

The Amendments (See Exhibit A) have been temporarily approved for 120 days (until July 27th, 1998) and
are effective April 1, 1998. At the same time the SEC has solicited public comments on the changes before
they take final action on the amendments.

Effective April 1, 1998, the FRB has adopted amendments to Reg T which governs the initial extension of
credit to customers and broker-dealers. One significant Reg T change established a good faith account which
can be used for transactions in non-equity securities (Reg T Section 220.6). Unlike transactions in a cash
or margin account, transactions in the good faith account are not subject to the requirements of Reg T with
respect to initial margin and payment and liquidation time frames. The Exchange believes that transactions in
a good faith account raise the same safety and soundness concerns from a maintenance margin perspective
as cash and margin account transactions. Accordingly, amendments to Rule 431 have been adopted so that
transactions in the new good faith account will be subject to the current applicable maintenance margin or
cash account requirements of Rule 431.

As amended, Rule 431(c) provides that maintenance margin applies to all customer accounts except for cash
accounts unless the transactions in the cash accounts are otherwise subject to the provisions of Rule 431.
Such provisions are for transactions in exempted securities (Rule 431(e)(2)(F)), certain options (Rule 431(f)
(2)(M)) and “when issued” and “when distributed” securities (Rule 431(f)(3)(B)).

Also, effective April 1, 1998, the FRB has established a classification of exempted borrowers which are
exempt from Reg T. An exempted borrower, as defined in Reg T, is a broker-dealer, “a substantial portion
of whose business consists of transactions with persons other than broker-dealers”. The amendments to
Rule 431 exclude exempted borrowers from the definition of customer, however, for safety and soundness
purposes, proprietary accounts of correspondent broker-dealers which are carried or cleared by a member
organization will remain subject to the Rule 431 requirements.

Questions regarding this memorandum may be directed to Richard Nowicki at (212) 656-3295, Albert Lucks
at (212) 656-5782, or Steven Levine at (212) 656-7080.

Salvatore Pallante

Senior Vice President
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EXHIBIT A

Additions underscored or otherwise indicated

Deletions [bracketed]

Amendments to Rule 431

Rule 431(a)(1) unchanged.

(a)(2) The term “customer” means any person for whom securities are purchased or sold or to whom
securities are purchased or sold whether on a regular way, when issued, delayed or future delivery basis.
It will also include any person for whom securities are held or carried and to or for whom a member
organization extends, arranges or maintains any credit. The term will not include the following: (a) a broker
or dealer from whom a security has been purchased or to whom a security has been sold for the account of
the member organization or its customers [.] , or (b) an “exempted borrower” as defined by Regulation T of
the Board of Governors of the Federal Reserve Board (“Regulation T”). except for the proprietary account of a
broker-dealer carried by a member organization pursuant to Section (e)(6) of this Rule.

(a)(3) through (b)(4) unchanged.

(c) Maintenance Margin.

The margin which must be maintained in [margin] all accounts of customers, except for cash accounts subject
to Regulation T unless a transaction in a cash account is subject to other provisions of this rule, shall be as
follows:

(1) 25% of the current market value of all securities “long” in the account; plus

(2) $2.50 per share or 100% of the current market value, whichever amount is greater, of each stock “short” in
the account selling at less than $5.00 per share; plus

(3) $5.00 per share or 30% of the current market value, whichever amount is greater, of each stock “short” in
the account selling at $5.00 per share or above; plus

(4) 5% of the principal amount or 30% of the current market value, whichever amount is greater, of each bond
“short” in the account.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Member Firm Regulation

 PLEASE ROUTE TO TRAINING, COMPLIANCE/LEGAL AND REGISTRATION DEPARTMENTS.

TO: Members and Member Organizations

ATTENTION: Managing Partners/Chief Executive Officers/Branch Managers and Training and Human
Resources Directors

SUBJECT: Continuing Education Firm Element Advisory

Exchange Rule 345A (Continuing Education for Registered Persons) requires members and member
organizations to maintain a continuing and current training program specifically tailored to their business
for registered persons who have direct contact with customers and their immediate supervisors. That
training, the Firm Element of the Securities Industry Continuing Education Program, must be evaluated and
updated at least annually. The Exchange, in conjunction with the Securities Industry/Regulatory Council on
Continuing Education, has identified topics that are particularly relevant to the industry at this time and may
be appropriate for members and member organizations to include in their Firm Element training.

Each member and member organization should consider the relevance of the topics identified in the attached
Advisory to the member or member organization's lines of business and training needs. The attachment
provides further direction for reviewing and considering the topics.

Questions about this Advisory should be directed to Christian Billet at 212-656-2156.

Salvatore Pallante

Senior Vice President

Attachment

The Securities Industry Continuing Education Program Firm Element Advisory

One function of the Securities Industry/Regulatory Council on Continuing Education (Council) is to identify
and recommend pertinent regulation and sales practice issues for inclusion in Firm Element training plans.

Attached are topics that the Council considers to be particularly relevant to the industry at this time. The
list is based on a review of recent regulatory events as well as advisories issued by industry self-regulatory
organizations (SROs) since the initial Firm Element Advisory of March 1997.

These issues are listed here to complement topics that firms have already determined to be appropriate to
their specific Firm Element needs analysis and training plan. It is not mandatory for firms to address every
topic listed here in their Firm Element training. However, each firm should review this list of topics vis a vis 1)
the financial products and services it offers to investors, and 2) its overall performance in related topic areas
of the Regulatory Element. While each firm has discretion in deciding the relevancy of these topics to its lines
of business and training needs, each firm also has the obligation to include topics not listed in the Advisory
but otherwise identified by its Firm Element Needs Analysis.

The Council will periodically highlight additional relevant regulatory areas to assist the industry and it invites
your assistance. Please direct your comments, suggestions, or questions about this and future Advisories to

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

956

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P98-12%2909013e2c855b32da?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE345A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


either Christian Billet, Continuing Education Coordinator, the New York Stock Exchange, at (212) 656-2156,
or John Linnehan, Director, Continuing Education, NASD Regulation, Inc., at (301) 208-2932.

Training Topic                                         Relevant Training Point(s) and
 Reference(s)

Module 2 of the Regulatory Element computer-based      Electronic delivery of information
 to customers.

training-Communications with the Public

                                                       

See Securities Exchange Act Release 34-37182, May

                                                       19,1996, 

NYSE Information Memo 97-32, June 13, 1997, and

                                                       

NASD Notice to Members 98-3, Electronic Delivery Of Information

                                                       

Between Members And Their Customers, January 1998.

                                                       

See Cold Calling Amendments to 

NYSE Rules 440A
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                                                       (Telephone Solicitation) and 472
 (Communications With The Public),

                                                       

NYSE Information Memo 97-26, May 19, 1997.

Module 4 of the Regulatory Element computer-based      Transfer-On-Death Accounts. 

See Uniform Transfer-On Death

training-Handling Customer Accounts                    Account Security Registration Act.
 Also determine applicability in, and

                                                       specific provisions of, various
 states where business is conducted.

Module 6 of the Regulatory Element computer-based      Marking Sell Orders “Long” or
 “Short.”

training-Customer Accounts, Trade and                  

See 

NYSE Information Memo 97-3, January 17,1997.

Settlement Practices

                                                       Trading Halts Due to Extraordinary
 Market Volatility (Circuit

                                                       Breakers). 

NYSE Rule 80B. 
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See 

NYSE Information Memos 97-7,

                                                       February 3,1997, and 

98-5, January 30, 1998.

                                                       Change to Minimum Exchange Trading
 Variation. See 

NYSE                                                        Rule 62; 

NYSE Information Memos 97-33, June 19,1997;

                                                       

97-35, June 23,1997; and 

97-37, July 11,1997.

                                                       Customer Account Statement
 Requirement Changes (NYSE Rule                                                       
 409). 

See 

NYSE Information Memo 97-56 and 

Interpretation
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Memo 97-7, both dated December 18,1997.

                                                       Amendments to Federal Reserve
 Board Regulation T (and G, U

                                                       and X) regarding the arrangement
 and extension of securities credit.

                                                       

See Federal Reserve System, April 1996 (Docket R-0923),

                                                       November 1996 (Docket R- 0944),
 and final rules resulting from these

                                                       releases.

Module 7 of the Regulatory Element computer-based      Exchange Notification Requirements
 for Offerings and Distributions.

training-New and Secondary Offerings

                                                       See 

NYSE Information Memos 97-12, February 28, 1997, and

                                                       

97-41, July 30, 1997; and SEC Regulation M.

Distribution of Information Concerning NASD            Certain NASD members must provide
 customers with the following
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Regulation's Public Disclosure Program                 information not less than once
 every calendar year:

                                                       (1) the NASD Regulation, Inc.,
 Public Disclosure Program hotline

                                                       number; (2) the NASD Regulation
 Web Site address; and (3) a

                                                       statement regarding the
 availability of an investor brochure that

                                                       includes information describing
 the Public Disclosure Program. 

See

                                                       

NASD Notice to Members 97-78, November 1997.

Syndicate Short Covering Requirements                  Members must maintain information
 on the amount of a syndicate

                                                       short position in their files;
 members are required to request an

                                                       Underwriting Activity Report (UAR)
 with respect to a security that is

                                                       considered “actively-traded”
 under 

Rule 101 of SEC Regulation M (all
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                                                       exchange-listed securities
 excluded). Members are required to submit

                                                       pricing information with respect
 to any security

                                                       considered “actively-traded” under

                                                       

Rule 101, regardless of whether listed on a national

                                                       securities exchange.

                                                       See 

NASD Notice to 

Members 97-80, November 1997.

Short Sales                                            Legal Definition of Short Sale: an
 SEC-approved amendment to the

                                                       NASD Short Sale Rule provides that
 a legal short sale can be effected

                                                       at a price equal to or greater
 than the offer price when the inside

                                                       spread is less than 1/16th.

                                                       

See NASD Notice to Members 97-74, October 1997.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

962

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE101/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


                                                       Effecting an Exempt Short Sale: an
 SEC-approved amendment

                                                       to ACT rules to require market
 makers to denote when they have

                                                       effected an exempt short sale.

                                                       

See NASD Notice to 

Members 97-15, March 1997.

Mergers, Acquisitions and Exchange Offers              Amendments to Conduct 

Rules 2710 and 

2720 regarding mergers,

                                                       acquisitions and exchange offers.

                                                       

See NASD Notice to 

Members 97-82, November 1997.

Order Handling Rules, NASD Limit Order                 Interpretive advice regarding a
 member's best execution obligations

Protection Rules, and Member Best Execution            when handling a customer order.
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Obligations and Responsibilities                       

See NASD Notice to Members 97-57, September 1997.

                                                       SEC Market 2000 Study.

                                                       

NYSE Information Memo 97-8, February 5, 1997.

Limit-On-Close (LOC) Orders                            

NYSE Information Memo 97-25, May 13,1997.

Changes to Third Market Trading Rules                  A new 

SEC Rule 11Ac1-4 (Limit Order Display Rule) and amendments

                                                       to existing 

SEC Rule 11Ac1-1 (Quote Rule) effect changes to NASD

                                                       rules governing trading in
 exchange-listed securities in the over-the-counter

                                                       market (the Third Market.)

                                                       

See NASD Notice to Members 98-5, January 1998.

Changes to NASD Rules on Market Maker                  Amendments to 
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NASD Rules 4619 (Withdrawal of Quotations and

Withdrawals and Reinstatements                         Passive Market Making), 

4620 (Voluntary Termination of Registration),

                                                       and 

4730 (Participant Obligations in SOES).

                                                       

See NASD Notice to Members 98-6, January 1998.

Transaction Reporting and Quotation Obligations        

See NASD Notice to Members 98-10, January 1998.

Under the Fixed Income Pricing System (FIPS)

Market Making                                          

NASD Rule 2460 explicitly prohibits any payment by issuers or the

                                                       issuers' affiliates and promoters,
 directly or indirectly, to a member for

                                                       publishing a quotation, acting as
 a market maker, or submitting an

                                                       application in connection
 therewith. The Rule is intended, among other
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                                                       things, to assure that members act
 in an independent capacity when

                                                       publishing a quotation or making a
 market in an issuer's securities.

                                                       

See NASD Notice to Members 97-46, August 1997.

Release of Disciplinary Information                    SEC-approved amendments to the
 Interpretation on the Release of

                                                       Disciplinary Information (NASD
 IM-8310-2) authorize the release of

                                                       public information on disciplinary
 complaints and non-final disciplinary

                                                       decisions that present significant
 investor protection issues, provided

                                                       that such releases are accompanied
 by appropriate disclosures

                                                       concerning the status of the
 complaint or decision.

                                                       

See NASD Notice to Members 97-42, July 1997.

Registered Persons Have a Continuing Obligation        Every person registered with a
 member of the NASD must notify the
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to Update NASD Records                                 NASD of his or her current mailing
 address. This obligation exists

                                                       while a registrant is associated
 with any NASD member firm, and

                                                       continues for as long as the NASD
 retains jurisdiction to bring a

                                                       disciplinary action against the
 registrant, which may be up to four

                                                       years after the registrant's
 association ends.

                                                       

See NASD Notice to Members 97-31, May 1997.

Transactions for or by Associated Persons              The applicability of Paragraph (d)
 of 

Rule 3050 (Transactions for or by

                                                       Associated Persons) to nonmember
 financial service entities.

                                                       

See NASD Notice to Members 97-35, May 1997.

Group Variable Contracts and Other Securities          NASD Conduct Rules apply to group
 variable contracts and other

Exempted Under the Securities Exchange Act of          exempted securities.
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1934                                                   

See NASD Notices to Members 97-27, May 1997, and

                                                       

96-66, October 1996.

Hiring Practices; Heightened Supervision of            

See NASD Notice to Members 97-19, April 1997, and 

NYSE

Registered Representatives with Disciplinary           

Information Memo 97-20, April 5,1997. Joint 

Regulatory Sales

History                                                

Practice Sweep Report.

Supervision, Review and Record Retention of            Appropriate supervision, review,
 and retention of communications with

Correspondence                                         the public, including electronic
 delivery of information between

                                                       members and their customers.
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                                                       See 

NYSE Interpretation Memo 98-

1, Revised

                                                       

Interpretation to 

Rule 342-Review of Incoming Mail, and 

NYSE

                                                       

Information Memo 98-3, New Rules-Supervision and Review of

                                                       

Communications with the Public, both dated January 14,1998.

Tracing Funds Through the Funds-Transmittal            For transmittals of funds of
 $3,000 or more, broker/dealers are

Process                                                required to obtain and keep
 certain specified information concerning

                                                       the transmitter and the recipient
 of those funds. In addition,

                                                       broker/dealers must include this
 information on the actual transmittal
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                                                       order.

                                                       See 

NASD Notice to Members 

97-13, March 1997.

Market Activities of Persons with an Interest in the   See SEC Regulation M and 

NASD Notice to 

Members 97-10,

Outcome of an Offering of Securities                   March 1997.

Members' Obligations to Comply with 

SEC Rule 15c2-4 is applicable to public and private offerings of 15c2-4 securities on a
 best-efforts basis.

                                                       See 

NASD Notice to Members 

98-4, January 1998.

Year 2000 Compliance                                   See 

NYSE Information Memo
  
97-30
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, May 22,1997, and

                                                       

NASD Notice to Members 98-22, Year 2000 

Frequently

                                                       Asked Questions, February 1998.

Gifts and Entertainment                                

NYSE information Memo 97-53, November 21, 1997.

Tax Law Changes                                        Federal tax law changes applicable
 to capital gains, tax benefits, etc.

                                                       New IRA types for educational
 purposes.

                                                       Short vs. The Box-tax changes.

Suitability Issues                                     MSRB Rule G-19: Suitability of
 Recommendations and Transactions;

                                                       Discretionary Accounts. MSRB
 Manual, 

¶3591.

Political Contributions                                MSRB Rule G-37: Political
 Contributions and Prohibitions on Municipal

                                                       Securities Business. MSRB Manual 
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¶3681.

Consultants                                            MSRB Rule G-38: Consultants. MSRB
 Manual 

¶3686.

Reporting Sales and Purchases of Municipal             MSRB Rule G-14: Reports of Sales
 and Purchases, and MSRB Rule

Securities                                             G-14: Transaction Reporting
 Procedures. MSRB Manual 

¶3566.

Delivery of Official Statements                        MSRB Rule G-32: Disclosures in
 Connection with New Issues. MSRB

                                                       Manual 

¶3656; and MSRB Rule G-36: Delivery of Official Statements,

                                                       Advance Refunding Documents and 

Forms G-36(OS) and 

G-36(ARD)

                                                       to Board or its Designee. MSRB
 Manual 

¶3676.

Where To Obtain More Information
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For more information about publications, contact the SROs at these addresses:

American Stock Exchange          Municipal Securities          New York Stock Exchange

American Stock Exchange          Rulemaking Board              New York Stock Exchange

Publications Fulfillment         MSRB                          Publications Department

86 Trinity Place                 Publications Department       11 Wall Street

New York, NY 10006               1640 King Street              18th Floor

212-306-1886                     Suite 300                     New York, NY 10005

www.amex.com                     Alexandria, VA 22314          212-656-5273, or
 212-656-2089

                                 202-223-9503                  

www.nyse.com

                                 

www.msrb.org

Chicago Board Options            National Association of       Philadelphia Stock
 Exchange

Exchange                         Securities Dealers, Inc.      Philadelphia Stock
 Exchange

Chicago Board Options Exchange   NASD MediaSource              Marketing Department

Investor Services                P.O. Box 9403                 1900 Market Street
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400 S. LaSalle Street            Gaithersburg, MD 20898-9403   Philadelphia, PA 19103

Chicago, IL 60605                301-590-6142                  800-THE PHLX, or
 215-496-5158

800-OPTIONS                      

www.nasd.com                  

www.phlx.com

www.cboe.com                                                   or 

info @phlx.com

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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March 13, 1998

  

Market Surveillance

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT : Special Stock Lists (Imbalance Publication) for March 20, 1998, Expiration Friday

March 20, 1998 is an expiration trade date.

An expiration day is a trading day prior to the expiration of index-related derivative products (futures, options
or options on futures), whose settlement pricing is based upon opening or closing prices on the Exchange, as
identified by a qualified clearing corporation (e.g., the Options Clearing Corporation).

Twelve of the expiration days are expiration Fridays, which fall on the third Friday in every month. If that
Friday is an Exchange holiday, there will be an expiration Thursday in such a month.

SPECIAL STOCK LISTS.—IMBALANCE PUBLICATION

The Exchange has identified certain stocks which will, on expiration days, follow mandatory procedures
related to the dissemination of market order imbalances before the opening and/or the dissemination of MOC
imbalances prior to the close, as soon as practicable after 3:40 p.m.

The high-capitalized stock list consists of the fifty most highly capitalized stocks in the S&P 500 Index, plus
any Major Market Index stocks not included among those fifty stocks. The mid-capitalized stock list consists
of the ten most highly capitalized stocks in the S&P MidCap 400 Index. The special stock lists applicable to
March 20, 1998 are attached for your reference.

MANDATORY EXPIRATION DAY PROCEDURES

In summary, in relation to the opening, stocks on the high-capitalized stock list and mid-capitalized stock list
must follow procedures related to the publication of market order imbalances at the appointed time, 9:00 a.m.
In relation to the close, only the stocks on the high-capitalized stock list must follow procedures related to the
publication of MOC imbalances as soon as practicable after the MOC cutoff time of 3:40 p.m. Also, pursuant
to Information Memo 95-21, any stock being dropped from or added to an index must publish an MOC status
as soon as practicable after 3:40 p.m., as may any stock with Floor Official approval.

PRINTING THE CLOSE

Specialists are reminded to print the closing transaction as outlined in Rule 116.40, which requires
that any MOC imbalance must be printed against the bid or offer as appropriate followed by a second
print of the MOC paired amount, if any, which should be marked as “stopped stock”. (This is the
case even if the MOC imbalance fills all “book” and Crowd interest, and regardless of whether or not
specialist participation is included.) If there is no imbalance, the paired amount should be printed at
the last sale price as “stopped stock.”

Complete discussion of auxiliary opening procedures and procedures for handling market-on-close (MOC)
orders on expiration days appears in Information Memo 96-34, which was published on November 8, 1996.
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In addition, a complete discussion for handling limit-at-the-close (LOC) orders on expiration days appears in
Information Memo 97-25 which was published on May 13, 1997.

If you have any questions, you may direct them to David Fisch (212) 656-6769 or Carol Krusik (212)
656-4597.

Robert J. McSweeney

Senior Vice President

Attachments

High-Capitalized Stock List - March 20, 1998, Expiration Friday

                ABT                 ABBOTT LABORATORIES

                AHP                 AMERICAN HOME PRODUCTS CORPORATION

                AIG                 AMERICAN INTERNATIONAL GROUP INC.

                AIT                 AMERITECH CORP.

                ALL                 ALLSTATE CORP.

                AN                  AMOCO CORPORATION

                AXP                 AMERICAN EXPRESS COMPANY

                BA                  BOEING COMPANY

                BAC                 BANKAMERICA CORPORATION

                BEL                 BELL ATLANTIC CORP.

                BLS                 BELLSOUTH CORPORATION

                BMY                 BRISTOL MYERS SQUIBB COMPANY
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                CCI                 CITICORP

                CHV                 CHEVRON CORPORATION

                CMB                 CHASE MANHATTAN CORP.

                CPQ                 COMPAQ COMPUTER CORP.

                DD                  DU PONT COMPANY

                DIS                 WALT DISNEY COMPANY

                DOW                 DOW CHEMICAL COMPANY

                EK                  EASTMAN KODAK COMPANY

                F                   FORD MOTOR COMPANY

                FNM                 FEDERAL NATIONAL MORTGAGE ASSOCIATION

                G                   GILLETTE COMPANY

                GE                  GENERAL ELECTRIC COMPANY

                GM                  GENERAL MOTORS CORPORATION

                GTE                 GTE CORPORATION

                HD                  HOME DEPOT INC.

                HWP                 HEWLETT-PACKARD COMPANY
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                IBM                 INTERNATIONAL BUSINESS MACHINES CORP.

                IP                  INTERNATIONAL PAPER COMPANY

                JNJ                 JOHNSON AND JOHNSON

                KO                  COCA-COLA COMPANY

                LLY                 ELI LILLY AND COMPANY

                LU                  LUCENT TECHNOLOGIES INC.

                MCD                 MCDONALDS CORPORATION

                MMM                 MINNESOTA MINING AND MANUFACTURING

                MO                  PHILIP MORRIS COS. INC.

                MOB                 MOBIL CORPORATION

                MRK                 MERCK AND COMPANY INC.

                *MTC                MONSANTO COMPANY

                MWD                 MORGAN STANLEY, DEAN WITTER, DISCOVER & CO.

                NB                  NATIONSBANK CORP.

                PEP                 PEPSICO INC.

                PFE                 PFIZER INC.
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                PG                  PROCTER AND GAMBLE COMPANY

                RD                  ROYAL DUTCH PETROLEUM COMPANY

                S                   SEARS ROEBUCK AND CO.

                SBC                 SOUTHWESTERN BELL CORPORATION

                SGP                 SCHERING PLOUGH CORP.

                SLB                 SCHLUMBERGER LTD

                T                   AMERICAN TELEPHONE AND TELEGRAPH

                TRV                 TRAVELERS GROUP INC.

                WLA                 WARNER LAMBERT COMPANY

                WMT                 WAL-MART STORES INC.

                XON                 EXXON CORPORATION

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of March 6, 1998 and
the 20 Major Market Index stocks. The indicated (*) stock has been added to the list. MOT and UN have been
deleted.

Mid-Capitalized Stock List - March 20, 1998, Expiration Friday

                AES            AES CORPORATION (THE)

                AFL            AFLAC INC.

                AOL            AMERICA ONLINE INC.
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                BEN            FRANKLIN RESOURCES INC.

                *BSC           BEAR STEARNS COMPANIES INC.

                CCE            COCA-COLA ENTERPRISES INC.

                CDN            CADENCE DESIGN SYSTEMS INC.

                FOA            FIRST OF AMERICA BANCORPORATION INC.

                UW             USA WASTE SERVICES INC.

                *WPO           WASHINGTON POST COMPANY (Class B Common Stock)

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of March 6,
1998. The indicated (*) stocks have been added to the list. CF and MTL have been deleted.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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March 5, 1998

  

Member Firm Regulation

 PLEASE ROUTE TO CHIEF OPERATIONS OFFICER, MARGIN AND COMPLIANCE DEPARTMENTS

TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT : LIMITS ON EXTENSION OF TIME REQUESTS BY MEMBER ORGANIZATIONS FOR THEIR
CUSTOMERS AND CORRESPONDENTS

The Exchange monitors the overall incidence of requests for extensions of time on behalf of customers for
payment/delivery to complete security transactions by member organizations. A ratio of extensions requested
to total transactions is computed monthly and a standard of 2% or less has been deemed acceptable.
Reports are produced for use by both the Exchange and member organizations as a surveillance tool and
to insure compliance with rules and regulations that govern extension requests and procedures. Further, the
Exchange requires member organizations to file monthly reports indicating any correspondent broker-dealer
whose overall ratio of requested extensions of time to the correspondent's total transactions for the month
exceeds 2%. With respect to correspondents, the Exchange has been requiring member organizations to take
corrective action against any correspondent whose ratio has been 5% or greater during two of the last three
reporting months.

In June 1995, the Securities and Exchange Commission implemented the three day settlement requirement
(T+3) and the Federal Reserve Board established a new “payment period” of 5 days for payment of security
transactions. In order to comply with these changes many member organizations encouraged money market
fund sweeps and otherwise greatly improved their procedures for obtaining timely payments from customers.
The effect of member organizations' T+3 initiatives has been a significant reduction of the ratio of extensions
requested to total transactions for member organizations.

In line with the Exchange's responsibility to ensure timely payments/deliveries and compliance with
requirements established for processing extension requests, the Exchange is reducing the acceptable
extension to total transaction ratio for member organizations from 2% to 1%; and, for correspondent firms of
clearing member organizations, from 5% to 3%. These changes to the acceptable extension to transaction
ratio for member organizations and correspondents will become effective as of April 1998.

The Exchange is also reducing the time period in which clearing member organizations must file their reports
indicating any correspondent whose overall ratio for the month exceeds 2%. These reports will now be due
within five (5) business days after the end of the reportable month, effective with reports due at the beginning
of April, 1998 (April 7). (See Exhibit A attached).

Questions regarding this Information Memo should be directed to Richard Nowicki at (212) 656-3295 or
Patricia Neil at (212) 656-5227.

Salvatore Pallante

Senior Vice President

Exhibit A

MONTHLY REPORT EXTENSIONS OF TIME FOR PAYMENT/DELIVERY OF SECURITIES
PURCHASES/SALES BY CORRESPONDENTS
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TO: Credit Regulation New York Stock Exchange

FROM:

               (Member Organization)

Month Ending                           19

The following broker-dealers on whose behalf we carry accounts as correspondent have a ratio for the month
of total transactions to the number of extensions requested exceeding 2%:

Correspondent's Name   Number of Transactions   Number of Extensions   Ratio

Person to contact regarding this report:

                                                      Name _______________

                                                     Phone #_______________

This report shall be submitted no later than the fifth (5) business day following the reportable month. For
months when no correspondent exceeds the 2% criteria, the report shall be submitted indicating such.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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February 13, 1998

  

Market Surveillance

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT : Special Stock Lists (Imbalance Publication) for February 20, 1998, Expiration Friday

February 20, 1998 is an expiration trade date.

An expiration day is a trading day prior to the expiration of index-related derivative products (futures, options
or options on futures), whose settlement pricing is based upon opening or closing prices on the Exchange, as
identified by a qualified clearing corporation (e.g., the Options Clearing Corporation).

Twelve of the expiration days are expiration Fridays, which fall on the third Friday in every month. If that
Friday is an Exchange holiday, there will be an expiration Thursday in such a month.

PECIAL STOCK LISTS.—IMBALANCE PUBLICATION

The Exchange has identified certain stocks which will, on expiration days, follow mandatory procedures
related to the dissemination of market order imbalances before the opening and/or the dissemination of MOC
imbalances prior to the close, as soon as practicable after 3:40 p.m.

The high-capitalized stock list consists of the fifty most highly capitalized stocks in the S&P 500 Index, plus
any Major Market Index stocks not included among those fifty stocks. The mid-capitalized stock list consists
of the ten most highly capitalized stocks in the S&P MidCap 400 Index. The special stock lists applicable to
February 20, 1998 are attached for your reference.

MANDATORY EXPIRATION DAY PROCEDURES

In summary, in relation to the opening, stocks on the high-capitalized stock list and mid-capitalized stock list
must follow procedures related to the publication of market order imbalances at the appointed time, 9:00 a.m.
In relation to the close, only the stocks on the high-capitalized stock list must follow procedures related to the
publication of MOC imbalances as soon as practicable after the MOC cutoff time of 3:40 p.m. Also, pursuant
to Information Memo 95-21, any stock being dropped from or added to an index must publish an MOC status
as soon as practicable after 3:40 p.m., as may any stock with Floor Official approval.

PRINTING THE CLOSE

Specialists are reminded to print the closing transaction as outlined in Rule 116.40, which requires
that any MOC imbalance must be printed against the bid or offer as appropriate followed by a second
print of the MOC paired amount, if any, which should be marked as “stopped stock”. (This is the
case even if the MOC imbalance fills all “book” and Crowd interest, and regardless of whether or not
specialist participation is included.) If there is no imbalance, the paired amount should be printed at
the last sale price as “stopped stock.”

Complete discussion of auxiliary opening procedures and procedures for handling market-on-close (MOC)
orders on expiration days appears in Information Memo 96-34, which was published on November 8, 1996.
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In addition, a complete discussion for handling limit-at-the-close (LOC) orders on expiration days appears in
Information Memo 97-25 which was published on May 13, 1997.

If you have any questions, you may direct them to Carol Krusik (212) 656-4597 or Patricia Felenczak (212)
656-2965.

Robert J. McSweeney

Senior Vice President

Attachments

High-Capitalized Stock List - February 20, 1998, Expiration Friday

                ABT                 ABBOTT LABORATORIES

                AHP                 AMERICAN HOME PRODUCTS CORPORATION

                AIG                 AMERICAN INTERNATIONAL GROUP INC.

                AIT                 AMERITECH CORP.

                ALL                 ALLSTATE CORP.

                AN                  AMOCO CORPORATION

                AXP                 AMERICAN EXPRESS COMPANY

                BA                  BOEING COMPANY

                BAC                 BANKAMERICA CORPORATION

                BEL                 BELL ATLANTIC CORP.

                BLS                 BELLSOUTH CORPORATION

                BMY                 BRISTOL MYERS SQUIBB COMPANY
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                CCI                 CITICORP

                CHV                 CHEVRON CORPORATION

                CMB                 CHASE MANHATTAN CORP.

                CPQ                 COMPAQ COMPUTER CORP.

                DD                  DU PONT COMPANY

                DIS                 WALT DISNEY COMPANY

                DOW                 DOW CHEMICAL COMPANY

                EK                  EASTMAN KODAK COMPANY

                F                   FORD MOTOR COMPANY

                FNM                 FEDERAL NATIONAL MORTGAGE ASSOCIATION

                G                   GILLETTE COMPANY

                GE                  GENERAL ELECTRIC COMPANY

                GM                  GENERAL MOTORS CORPORATION

                GTE                 GTE CORPORATION

                HD                  HOME DEPOT INC.

                HWP                 HEWLETT-PACKARD COMPANY
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                IBM                 INTERNATIONAL BUSINESS MACHINES CORP.

                IP                  INTERNATIONAL PAPER COMPANY

                JNJ                 JOHNSON AND JOHNSON

                KO                  COCA-COLA COMPANY

                LLY                 ELI LILLY AND COMPANY

                LU                  LUCENT TECHNOLOGIES INC.

                MCD                 MCDONALDS CORPORATION

                MMM                 MINNESOTA MINING AND MANUFACTURING

                MO                  PHILIP MORRIS COS. INC.

                MOB                 MOBIL CORPORATION

                MOT                 MOTOROLA INC.

                MRK                 MERCK AND COMPANY INC.

                MWD                 MORGAN STANLEY, DEAN WITTER, DISCOVER & CO.

                NB                  NATIONSBANK CORP.

                PEP                 PEPSICO INC.

                PFE                 PFIZER INC.
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                PG                  PROCTER AND GAMBLE COMPANY

                RD                  ROYAL DUTCH PETROLEUM COMPANY

                S                   SEARS ROEBUCK AND CO.

                SBC                 SOUTHWESTERN BELL CORPORATION

                SGP                 SCHERING PLOUGH CORP.

                SLB                 SCHLUMBERGER LTD

                T                   AMERICAN TELEPHONE AND TELEGRAPH

                TRV                 TRAVELERS GROUP INC.

                UN                  UNILEVER NV

                WLA                 WARNER LAMBERT COMPANY

                WMT                 WAL-MART STORES INC.

                XON                 EXXON CORPORATION

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of February 6,
1998 and the 20 Major Market Index stocks. There is no change to the list compared to the January, 1998
Expiration Friday.

Mid-Capitalized Stock List - February 20, 1998, Expiration Friday

                AES            AES CORPORATION (THE)

                AFL            AFLAC INC.
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                AOL            AMERICA ONLINE INC.

                BEN            FRANKLIN RESOURCES INC.

                CCE            COCA-COLA ENTERPRISES INC.

                *CDN           CADENCE DESIGN SYSTEMS INC.

                CF             CRESTAR FINANCIAL CORP.

                FOA            FIRST OF AMERICA BANCORPORATION INC.

                MTL            MERCANTILE BANCORPORATION INC.

                UW             USA WASTE SERVICES INC.

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of February 6,
1998. The indicated (*) stock has been added to the list. SUB has been deleted.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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February 9, 1998

  

Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER AND CHIEF FINANCIAL OFFICER/
PARTNER & REGULATORY REPORTING DEPT.

SUBJECT: REPORTING STATEMENT OF FINANCIAL ACCOUNTING STANDARD NO. 125 (“SFAS 125”)
ADJUSTMENTS ON FOCUS REPORTS

On January 1, 1998 the provisions of the Statement of Financial Accounting Standard No. 125 (“SFAS 125”)
“Accounting for Transfers and Servicing of Financial Assets and Extinguishment of Liabilities” issued by
the Financial Accounting Standards Board (“FASB”) became fully effective. The Securities and Exchange
Commission (“Commission”) staff has advised us that broker-dealers' FOCUS Reports should continue to be
prepared in accordance with generally accepted accounting principles (“GAAP”). Accordingly, members and
member organizations will need to consider the impact of SFAS 125 provisions on all future FOCUS Report
filings, commencing with the January FOCUS due February 25, 1998.

The Commission staff has also stated that SFAS 125 balance sheet reclassifications will have no impact
on the computation of aggregate indebtedness or net capital as computed under SEA Rule 15c3-1. Capital
charges, including haircuts, should continue to be computed on positions as they exist prior to any SFAS 125
reclassification adjustments. In addition, SFAS 125 reclassifications should not change customer balances as
reported for SEA Rule 15c3-3 reserve requirements or customer balances reported on the FOCUS Report.
Therefore, the customer reserve computation must continue to be prepared without regard to SFAS 125.

Exchange surveillance purposes necessitate that we receive information on the effect of SFAS 125
reclassifications on the respective FOCUS Report line items. This information will also be used to evaluate
the overall effect of SFAS 125 on our members and member organizations.

Currently, the most expedient way to gather this information is through the use of the line item memo features
of the NYSE FOCUS Reporting System. In order for the Exchange to capture the SFAS 125 reclassification
adjustments, it will require all member and member organizations to utilize the line item memo feature
of the NYSE FOCUS Reporting System. The memo feature will permit the reconciliation of the current
balance sheet to the balance sheet prior to any SFAS 125 adjustments. FOCUS reports filed without line
item reconciliation to SFAS 125, (if applicable) will be deemed incomplete and could be subject to regulatory
action if not properly reported. After the Exchange gains experience with the impact of SFAS 125 on the
industry, it will develop a separate FOCUS schedule to accommodate SFAS 125 impact on broker-dealer
balance sheets. The reporting procedures to be used are described in the accompanying Exhibit A -Reporting
SFAS 125 Reclassifications on the NYSE FOCUS Reporting System. Exhibit B includes Examples of SFAS
125 Balance Sheet Journal Entries and Reclassifications.

Any questions on the applicability of SFAS 125 to transactions of your firm should be directed to your
independent public accountant. Any questions on the procedures for reporting SFAS 125 reclassifications and
journal entries on the NYSE FOCUS program may be directed to your finance coordinator at the Exchange.

Raymond J. Hennessy

Vice President
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EXHIBIT A - REPORTING SFAS 125 RECLASSIFICATIONS ON THE NYSE FOCUS REPORTING SYSTEM

The NYSE FOCUS system was developed with a special memo feature that allows our members and
member organizations to provide us with details of any individual line item on the FOCUS report. To activate
this memo feature:

1 Place the cursor on a line item and right-click the mouse to obtain a three section item menu, and select
Item Memo, or

2. With your cursor in the line item for which you want to enter a memo, choose Item Memo from the Tools
menu.

The following screen will appear:

(See hard copy for graphics)

Then click on the Calculate tab

(See hard copy for graphics)

This will bring you to the calculate screen and prompt you to begin reporting each reclassification. (see below)

(See hard copy for graphics)

It is important that you begin by placing the REGULATORY BALANCE for this FOCUS balance sheet line
item prior to any SFAS 125 adjustments.

Then report any increase or decrease to this line item resulting from the aggregate of SFAS 125 adjustments
by type on each of the lines that follows. Each memo line with a SFAS 125 reclassification should begin with
the acronym SFAS125 (no spaces). After that a brief description of the entry should be added. We have
provided several examples of possible SFAS 125 reclassification and collateral recognition entries on Exhibit
B. These entries contain descriptions that should be used, when appropriate, to keep the information received
consistent.

SFAS 125 entries not described on Exhibit B should begin with SFAS125 plus language describing the
reason for the reclassification or entry made.

EXHIBIT B - EXAMPLES OF SEAS 125 BALANCE SHEET JOURNAL ENTRIES AND RECLASSIFICATIONS

These examples are provided solely for the benefit of assisting our member and member organizations in
reporting reclassifications determined to be required, based upon SFAS 125. The examples being provided
have been discussed at length with industry representatives and representatives from major accounting firms.

(Examples use government securities, if SFAS 125 reclassifications involve other than governments,
please make entries on the appropriate balance sheet line item)

A - REV REPO/SECURITIES BORROWED COLLATERAL RECOGNITION:

(Ability to terminate on short notice does not exist and there is no right to substitute collateral)

PRE - SFAS 125 FOCUS                                SFAS 125 FOCUS (GAAP)

Line 360 - Rev Repo - Debit                         Line 360 - Rev Repo - Debit          
 $2,000,000

Line 200 - Cash - Credit                            Line 200 - Cash - Credit             
              $2,000,000
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JOURNAL ENTRIES

                                                    Line 380 - Gov't - Debit             
 $2,020,000

                                                    Line 1680 -Misc. Payable - Credit    
              $2,020,000

                                                    (Obligation to Return Collateral -
 Market Value)

NYSE FOCUS MEMO FIELD:

Line 380:                                                   Line 1680:

SFAS125-Rev Repo Coll Recogn                 $2,020,000     SFAS125-Oblig to Return (Rev
 Repo)         $2,020,000

B - REPO / SECURITIES LOANED COLLATERAL DERECOGNITION:

(Ability to terminate on short notice does not exist and there is no right to substitute collateral)

PRE - SFAS 125 FOCUS                                SFAS 125 FOCUS (GAAP)

Line 200- Cash- Debit                               Line 200 - Cash - Debit              
 $3,000,000

Line 1480 - Repo - Credit                           Line 1480 - Repo - Credit            
              $3,000,000

                                                    

JOURNAL ENTRIES
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                                                    Line 530 - Misc. Rec. - Debit        
 $3,030,000

                                                    (Securities Pledged to Third Party)

                                                    Line 380 - Gov't - Credit            
              $3,030,000

NYSE FOCUS MEMO FIELD:

Line 380:                                                   Line 530:

SFAS125-Repo Coll Derecogn                   $2,020,000     SFAS125-Sec Pledged (Repo)   
              $3,030,000

C - MATCHED BOOK COLLATERAL ENTRIES:

(Ability to terminate on short notice does not exist and there is no right to substitute collateral)

PRE - SFAS 125 FOCUS                                SFAS 125 FOCUS (GAAP)

Line 360 - Rev Repo - Debit                         Line 360 - Rev Repo - Debit          
 $4,000,000

Line 200 - Cash - Credit                            Line 200 - Cash - Credit             
              $4,000,000

                                                    

JOURNAL ENTRIES

                                                    Line 380 - Gov't - Debit             
 $4,040,000

                                                    Line 1680 -Misc. Payable - Credit    
              $4,040,000

                                                    (Obligation to Return Securities)
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Line 200- Cash- Debit                               Line 200 - Cash - Debit              
 $4,000,000

Line 1480 - Repo - Credit                           Line 1480 - Repo - Credit            
              $4,000,000

                                                    

JOURNAL ENTRIES

                                                    Line 530 - Misc. Rec. - Debit        
 $4,040,000

                                                    (Securities Pledged to Third Party)

                                                    Line 380 - Gov't - Credit            
              $4,040,000

NYSE FOCUS MEMO FIELD:

Line 380: 

(Entries net - no balance sheet impact            Line 1680:

SFAS125-Sec Pledged (Repo)                   $4,040,000     SFAS125-Oblig to Return (Rev
 Repo)         $4,040,000

D - SECURITIES BORROWED /REV REPO TREATED AS PURCHASE:

PRE - SFAS 125 FOCUS                                SFAS 125 FOCUS (GAAP)

Line 250 - Sec Borrowed - Debit                     Line 250 - Sec Borrowed - Debit      
 $1,000,000

Line 200 - Cash - Credit                            Line 200 - Cash - Credit             
              $1,000,000
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RECLASSIFICATION ENTRY

                                                    Line 380 - Gov't - Debit             
 $1,000,000

                                                    Line 250 - Sec Borrowed - Credit     
              $1,000,000

NYSE FOCUS MEMO FIELD:

Line 250:                                                   Line 380:

SFAS125-S/B Purchase Reclass                 $1,000,000     SFAS125-S/B Purchase Reclass 
              $1,000,000

E - SECURITIES LOANED/ REPO TREATED AS SALE:

PRE - SFAS 125 FOCUS                                SFAS 125 FOCUS (GAAP)

Line 200- Cash- Debit                               Line 200 - Cash - Debit              
 $1,000,000

 Line 1080 - Sec Loaned - Credit                    Line 1080 - Sec Loaned - Credit      
              $1,000,000

                                                    

RECLASSIFICATION ENTRY

                                                    Line 1080 - Sec Loaned - Debit       
 $1,000,000

                                                    Line 380 - Gov't - Credit            
              $1,000,000
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NYSE FOCUS MEMO FIELD:

Line 380:                                                   Line 1080:

SFAS125-S/L Sale Reclass                     $1,000,000     SFAS125-S/L Sale Reclass     
              $#1,000,000

or,

Line 1360 (if increasing a short position):

SFAS125-S/L Sale Reclass                     $1,000,000

ANY ADJUSTMENTS OTHER THAN THOSE DESCRIBED ABOVE SHOULD BE REPORTED ON LINE
530: OTHER ASSETS (MISC.) OR LINE 1380: ACCOUNTS PAYABLE (OTHER) WITH AN APPROPRIATE
DESCRIPTION.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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January 30, 1998

   TO: All Members and Member Organizations/Chief Operating Officers

SUBJECT: Amendments to Rule 80B

The Securities and Exchange Commission has approved amendments to Rule 80B (Trading Halts Due
to Extraordinary Market Volatility) which are effective February 2, 1998. These amendments to the Rule
(attached as Exhibit A), which revise the halt provisions but not the circuit-breaker levels, are interim
procedures while the Exchange formulates a recalibration and halt duration proposal based upon broad
constituent input, as well as discussions with federal regulators and other public markets.

Rule 80B's interim procedures provide that if the Dow Jones Industrial Average SM (“DJIA”) declines below its
closing value on the previous trading day by:

1) 350 or more (but less than 550) points

a) before 3:00 p.m., the Exchange shall halt trading in all stocks and may not reopen for thirty minutes;

b) at 3:00 p.m. or later, trading shall continue, unless the market declines 550 points.

2) 550 or more points

a) before 2:00 p.m., trading in all stocks on the Exchange shall halt and may not reopen for one hour;

b) at 2:00 p.m. or later but before 3:00 p.m., the Exchange shall halt trading in all stocks and may not
reopen for thirty minutes;

c) at 3:00 p.m. or later, trading in all stocks on the Exchange shall halt and not resume.

These revised circuit breakers have been coordinated with (i) all other United States stock exchanges and
the National Association of Securities Dealers with respect to the trading of stocks stock options, and stock
index options; and (ii) all United States futures exchanges with respect to the trading of stock index futures
and options on such futures.

Questions concerning any matters discussed in this Information Memo may be addressed to Agnes Gautier at
(212) 656-4608 or Donald Siemer at (212) 656-6940.

Robert J. McSweeney

Senior Vice President

EXHIBIT A

Additions underlined

Deletions [bracketed]

Rule 80B. Trading Halts Due to Extraordinary Market Volatility

(a) Except as provided below, if [If] the Dow Jones Industrial Average SM *   reaches a value 350 or more
points below its closing value on the previous trading day (Level 1), trading in stocks shall halt on the
Exchange and may not reopen for thirty minutes. If, on the same day, the average subsequently reaches a
value 550 or more points below that closing value (Level 2), trading in stocks shall halt on the Exchange and
may not reopen for one hour.
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(b) If the average reaches Level 1 at or after 3:00 p.m. Eastern time, trading in stocks shall not halt on the
Exchange, unless the average reaches Level 2. If the average reaches Level 2 at or after 2:00 p.m. prior to
3:00 p.m. Eastern time, trading in stocks shall halt on the Exchange for thirty minutes. If the average reaches
Level 2 at or after 3:00 p.m., trading shall halt and the market will not reopen.

Supplementary Material:

.10 The restrictions in this Rule 80B shall apply whenever the Dow Jones Industrial Average reaches the
trigger values notwithstanding the fact that, at any given time, the calculation of the value of the average may
be based on the prices of less than all of the stocks included in the average.

.20 The reopening of trading following a trading halt under this Rule 80B shall be conducted pursuant
to procedures adopted by the Exchange and communicated by notice to its members and member
organizations.

.30 Nothing in this Rule 80B should be construed to limit the ability of the Exchange to otherwise halt or
suspend the trading in any stock or stocks traded on the Exchange pursuant to any other Exchange rule or
policy.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

*  "Dow Jones Industrial Average" is a service mark of Dow Jones & Company, Inc.
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January 30, 1998

  

Market Surveillance

 TO: All Members and Member Organizations/Chief Operating Officers

SUBJECT: Allocation Policy and Procedures

In March 1997, the Exchange announced the start of a pilot program for certain amendments to the Allocation
Policy and Procedures. (Information Memo No. 97-13.) These procedures were further amended in July
1997. (See Information Memo No. 97-39) The Securities and Exchange Commission has now permanently
approved the pilot program with certain additional amendments to the Policy. This memo will provide details
with respect to the additional amendments. Attachment A is the Allocation Policy and Procedures showing the
amendments approved in January 1998.

Background

Under the pilot program, listing companies may: (1) have the Allocation Committee select their specialist unit
(“Option 1”); or (2) make the final selection of a specialist unit from among a group of three to five specialist
units selected by the Allocation Committee (“Option 2”). Currently, the listing company may submit a generic
letter to the Allocation Committee which describes desired general characteristics of a specialist unit, but
may not mention particular units. Under Option 2, the listing company currently meets, either in person or by
teleconference, with the specialist units selected by the Allocation Committee within two business days after
their selection. The listing company must make its decision as to a specialist unit by the next business day.

January 1998 Changes to the Policy

Alternate Specialist Units in Three Unit Pools

Under Option 2, a listing company selects its specialist from a group of three, four or five specialist units
chosen by the Allocation Committee. If three units are selected the Policy has been amended to allow the
Allocation Committee to choose an alternate unit in the event that one of the three units is eliminated for any
reason. A unit could be eliminated if it or the specialist designated to trade the stock cannot meet with the
listing company at the appointed time. A unit will be informed that it has been chosen as an alternate.

Company Letters

A listing company may supply a letter to the Allocation Committee under either Option. The Policy has
been amended to redirect the focus of such a letter from a description of the characteristics the company
believes would be appropriate for its specialist unit to have, to specific information about the company, e.g.,
the history and background of the listing company, how the company historically has funded its operations,
characteristics of its shareholder base, and any public information regarding the company's plans for the
future. The Allocation Committee has found that letters which describe the company are more helpful to the
Committee in making selections under either Option.

Interview Scheduling and Format
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The Policy has been amended to require that the listing company meet with representatives of the specialist
units selected by the Allocation Committee under Option 2 by the close of business on the last Exchange
business day of the week in which the selection of the group was made. The Policy had required the
interviews be conducted within two business days of the Allocation Committee's selection. Experience has
shown that this time frame was too compressed at times for company travel arrangements or preparation by
the specialist units.

During the pilot, the Policy permitted telephone interviews at the request of a listing company. In person
interviews have been shown to be more effective. Therefore, telephone interviews will not be permitted
for domestic listing companies, unless the Exchange approves based upon compelling circumstances.
Telephone interviews will be permitted for non-U.S. listing companies.

As soon as practicable, following its meeting with representatives of the specialist units, the listing company
shall select its specialist unit. If a listing company meets with any of its specialist units on the last Exchange
business day of the week, it shall make its decision on that day.

Contact Between Listing Companies and Specialist Units

The Exchange's policy prohibiting contact between listing companies and specialist units from the time
allocation applications are solicited to Allocation Committee meetings has been incorporated into the written
Allocation Policy. Once a unit has been selected as part of an interviewing pool the unit may provide material
to Exchange staff no later than two hours before the scheduled interview. Exchange staff will provide the
material to the listing company on the day of the interview. At the interview, additional information may be
provided orally.

Any material provided either orally or in writing by the specialist unit must relate only to that unit. Information
regarding other units may not be provided, except for Floorwide statistics. Any written material pertaining to
the specialist unit's performance as a specialist may not be provided on Exchange documents but may be
provided on the unit's letterhead.

Following its interview, a specialist unit may not have any contact with the listing company and any follow-up
questions by the company regarding publicly available information on a unit must be sent to the Exchange.
If the Exchange approves, a response will be provided. The units in the group of units interviewed will be
advised of such requests.

Spin-offs/Related Companies

A listing of a company which is a spin-off of, or related to, a listed company is currently handled as a new
listing, with allocation open to all units. However, a listing company request not to be allocated to its related
company's specialist will be honored by the Allocation Committee.

Under the revised Policy, a listing company that is a spin-off or related company may choose to stay with the
specialist unit registered in the related listed company, or be referred to the Allocation Committee under either
Option 1 or 2. If the listing company chooses to have the Allocation Committee select its specialist, the listing
company may request, and the Allocation Committee will honor, that it not be traded by the specialist unit
that trades the related listed company. Alternatively, if the listing company chooses Option 2, the Allocation
Committee shall honor the listing company's request to include or exclude from the group of specialist units
the specialist registered in the related listed stock.

The Exchange believes these amendments will enhance the allocation process and provide for meaningful
input from the listing company resulting in the best possible match between specialist unit and stock.

Questions concerning these amendments may be directed to Linda Korbin (212) 656-3008 or Ellen Duttweiler
(212) 656-2231.

Robert J. McSweeney
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Senior Vice President

Attachment A

Additions are underlined; Deletions are [bracketed]

NEW YORK STOCK EXCHANGE, INC.

Allocation Policy and Procedures

I. PURPOSE

The current allocation process was established in 1976. The Quality of Markets Committee of the NYSE
Board of Directors has periodically appointed special Allocation System Review Committees (ARCs) to
conduct comprehensive reviews of the allocation process. The objective of each review was to preserve the
integrity of the original system and build upon its strengths, in order to ensure that the allocation process:

(1) is based on fairness and consistency;

(2) maximizes the professionalism, expertise and objectivity of committee members;

(3) minimizes potential conflicts of interest;

(4) rewards performance and provides an incentive for performance improvement;

(5) spreads reward and risk throughout the specialist system, in order to contribute to its strength and
continued viability;

(6) provides the best possible match between specialist unit and stock, and provides an opportunity for input
from the listing company for that purpose;

(7) provides for education of all participants in the allocation process; and

(8) ensures the strength and autonomy of the Allocation Committee in applying the policy.

Because specialists can expand their business only by increasing the number of their specialty stocks,
allocation criteria and procedures and the performance evaluations on which they rely focus critical attention
on customer service and ongoing improvement in the level of specialists' performance. The result is higher
quality markets, benefiting the investing public, listed companies and member organizations.

This document presents the policy of the Exchange with respect to the allocation of equity securities: (1)
when a common stock is to be initially listed on the Exchange; (2) when a security is to be reallocated as a
result of disciplinary or other proceedings under Exchange Rules 103A, 475 and 476; or (3) when a specialist
unit voluntarily surrenders its registration in a security as a result of possible disciplinary or performance
improvement action. The purpose of the allocation system is: (1) to ensure that securities are allocated in
an equitable and fair manner and that all specialist units have a fair opportunity for allocations based on
established criteria and procedures; (2) to provide an incentive for ongoing enhancement of performance
by specialist units; (3) to provide the best possible match between specialist unit and security and (4) to
contribute to the strength of the specialist system.

II. ALLOCATION COMMITTEE

Responsibility

The Allocation Committee has sole responsibility for the allocation of securities to specialist units under this
policy pursuant to authority delegated by the Board of Directors, and is overseen by the Quality of Markets
Committee of the Board (“QOMC”). The Allocation Committee renders decisions based on the allocation
criteria specified in this policy (see Section IV). Allocation decisions are published for Exchange Floor
members and are communicated to listing Companies by Exchange staff. The Allocation Committee gives
periodic reports to the QOMC.
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Composition

The composition of the Allocation Committee is intended to maximize expertise and objectivity in the
allocation process.

To this end, the committee is comprised of 7 Floor brokers, including 3 broker Governors (1 of whom may
be an independent/two dollar broker), 4 other Floor brokers from the Allocation Panel (1 of whom must be an
independent/two dollar broker) and 2 allied members from the Market Performance Committee or the panel.
For options allocations, only 1 Governor shall sit on the committee. Commission brokers contribute their
experience in conducting business with specialists, as well as broad-based knowledge of units on the Floor.
Therefore, they have the largest representation on the committee. Allied members often provide a perspective
on the trading characteristics of new listings and experience as an off-Floor customer of the specialists.
Including Governors on the committee adds comprehensive knowledge of specialist performance as well as a
broad perspective and expertise relating to the Exchange.

The 9-member committee is chosen from an Allocation Panel (See Section III), which includes Floor
brokers, allied members, Governors, and Senior Floor Officials. Selection of committee members within the
appropriate member categories is random as to individuals, but an effort is made to appoint individuals who
have not yet served on the committee before reappointing past committee members. The Exchange also
tries to provide a balanced Floor geographical mix - 3 Main Room, 2 Garage, 1 Blue Room, 1 Expanded Blue
Room. Efforts are also made to include no more than one broker or allied member whose firm is affiliated with
a specialist unit.

Term of service

Committee members serve 4-month terms, and every two months four or five members are rotated, thereby
fostering continuity and objectivity in the decision-making process.

A committee member whose term has expired is ineligible for consecutive reappointment, but after two
months is eligible for further service if again randomly selected.

Quorum requirement

A full Allocation Committee affords optimal participation, and every effort is made to have 9 members for each
allocation decision. Whenever standing committee members are unable to serve for a particular meeting or
must abstain from deliberations regarding particular stocks, randomly selected panel members may substitute
to complete a 9-member committee. A quorum requirement is established so that allocation decisions can
otherwise be made, provided there are 7 members including 6 Floor brokers, at least two of whom are
Governors, and 1 allied member. For options allocations, a quorum shall include one Governor. In the event
that any of the broker Governors on the standing committee are not able to attend an Allocation Committee
meeting, or are unable to participate in the allocation of a particular stock, the Exchange first seeks to
substitute for such Governor(s) with another broker Governor on the panel. If no such Governor is available, a
Senior Floor Official broker on the panel who is not currently a standing member of the Allocation Committee
may serve as a substitute for a Governor for the purpose of meeting the Governor quorum requirement.
If no Senior Floor Official broker on the panel is available, any Senior Floor Official broker on the standing
committee may substitute for the absent Governor(s) for the purpose of meeting the Governor quorum
requirement. The Exchange seeks as a substitute a Senior Floor Official who is not currently a standing
member of the Allocation Committee in order to maximize the level of seniority of the standing committee.
In the event no current Floor broker or allied panel member is available, a former Allocation Committee
chairman may substitute, but may not substitute for a Governor for the purpose of meeting the Governor
quorum requirement, unless such former Allocation Committee chairman is a Senior Floor Official on the
panel. A former chairman brings unique experience and expertise to the process.

Chairman
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The Allocation Committee chairman is selected from among the Floor brokers on the standing committee
whose firms conduct business with the public, as well as Governors. (Governors and brokers whose firms
are affiliated with a specialist unit are ineligible to serve as chairman.) All candidates for chairman must have
experience on the Allocation Committee to qualify. The chairman is elected by current Allocation Committee
members, including outgoing members, and members of the committee who will be serving at the time of the
chairman's appointment.

While allocation decisions are made by the committee as a whole, the chairman's role calls for leadership in
conducting meetings in accordance with policy and procedure, emphasizing the importance of preserving the
integrity of the allocation process, the committee's responsibility to serve the best interests of the public and
the Exchange, and the need to suspend individual interest and avoid possible conflicts of interest.

In order to foster a complete understanding of and ensure consistency of the allocation process, each new
chairman is elected two months prior to the commencement of his or her term as chairman. The eligible
members will thus include the brokers with 4 to 6 months remaining in their committee terms, plus the brokers
selected for rotation onto the committee two months hence. The chairman will serve until the end of his or her
committee term (i.e., two to six months).

If elected prior to the commencement of his or her committee term the chairman-elect will attend meetings
as an observer and discuss the allocations with the current chairman. If already serving on the committee,
the chairman-elect will likewise discuss the meetings with the current chairman. Orientation of each new
chairman will also be provided by former chairmen of the Allocation Committee and by the Quality of Markets
Committee. A standardized agenda for education of new chairmen will be made available.

Committee member abstentions

In making allocation decisions pursuant to this policy, it is the responsibility of each Allocation Committee
member to adhere strictly to the approved allocation criteria. A committee member who feels he or she
cannot abide by the criteria due to potential conflict of interest (e.g., allocation involving a relative, a financial
interest, relief specialists, etc.) should disqualify himself or herself from the deliberations.

If an Allocation Committee member has an investment banking relationship (defined as manager or co-
manager of an underwriting group) or is in an advisory fee relationship with an about-to-be listed company,
that committee member must abstain from allocation deliberations with respect to that particular stock. A
broker or allied member whose firm is affiliated with a specialist unit must abstain from deliberations regarding
allocation of a stock for which that unit has applied.

Committee disclosure

The names of the standing committee members will be kept confidential. Allocation Committee books will not
be delivered to committee members on the trading Floor. Committee members will pick up their books at the
Committee Support Services area.

Committee information

Allocation policy provides the application form and related written correspondence as the means by which
interested parties transmit to the Allocation Committee information pertinent to allocations. Exchange
members and investment bankers may not initiate contact with Allocation Committee members pertaining to
an upcoming allocation. Allocation Committee members will enforce this prohibition. Allocation decisions are
made by the committee as a whole, based on the published allocation criteria. Under all circumstances the
confidentiality of the Allocation Committee's deliberations is paramount.

Observation of Committee Meetings
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All incoming committee members are expected to observe as many committee meetings as possible prior to
the commencement of their committee terms.

III. ALLOCATION PANEL

Composition

The composition of the Allocation Panel reflects the committee structure and includes 28 Floor brokers, 12
allied members (including the 4 allied members serving on the Market Performance Committee), the 8 Floor
broker Governors who are part of the panel by virtue of their appointment as Governors, and a minimum of 5
Senior Floor Official brokers that have been appointed to the panel.

Selection

Panel members are nominated by the membership. A selection committee, appointed by the Floor
Directors, reviews the nominations and recommends panel appointments to the Floor Directors, who finalize
recommendations for presentation to the QOMC. The selection committee operates in accordance with such
guidelines as are established and made known to the membership from time to time. The selection committee
and, in turn, the Floor Directors seek to develop a representative panel that maximizes professional expertise
and broad exposure on the Floor by including members from various types of firms and from diverse locations
on the Floor. To the maximum extent possible, the Floor members on the panel are expected to be a core
group of experienced, senior professionals, such as former Allocation Committee chairmen, Senior Floor
Officials, and current and former Floor Governors.

In the case of allied members, the member organization is appointed to the panel. The individual
representative is then selected by the organization. A Floor Director gives guidance to the organization in
selecting an appropriate representative.

Eligibility

Professional expertise and experience are essential to the excellence of the allocation system. Therefore, a
Floor member must have a minimum of 5 years experience as a member on the Floor in order to be eligible
for appointment to the Allocation Panel. In the case of allied members, the member organization shall select
a representative with at least 5 years of trading experience in listed equities and a senior position on the
trading desk. Each allied member may designate one alternate who meets the Panel qualifications, subject to
approval by the Floor Directors.

Term of service

Panel members are appointed to serve a one-year term. They may serve a maximum of 6 consecutive one
year terms. Once a panel member has served a total of two 4-month committee terms, the member is rotated
off the panel at the next annual meeting of the Exchange. The panel members serve staggered terms so
that every 2 months 4 or 5 members rotate from the committee. Once rotated off, the member is ineligible
for appointment to the panel for one year. Governors are not subject to the two committee term restriction,
but remain on the panel for as long as they are Governors. Senior Floor Officials are subject to annual
reappointment, but are not subject to the two committee term restriction and are not limited to a maximum of
six consecutive one year terms.

IV. ALLOCATION CRITERIA

Allocation decisions under this policy are based on the professional judgment of the Allocation Committee in
applying specified criteria.
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In order to ensure that a single criterion is not afforded too great a weight in any allocation decision, and in
order to ensure consistency in the allocation process, the Allocation Committee will base its decisions on the
following:

(i) results of the Specialist Performance Evaluation Questionnaire (“SPEQ”) (to be given 25% weight);

(ii) objective performance measures; and

(iii) the committee's expert professional judgment in considering the SPEQ, objective measures of
performance, and other criteria as enumerated below.

Set forth below are the criteria, followed by an explanation of each:

•SPEQ

•Objective performance measures

•Professional judgment

•Listing company input

•Allocations received

•Capital deficiency, disciplinary actions, justifiable complaints

•Foreign listing considerations

Specialist Performance Evaluation Questionnaire

The SPEQ includes several facets. Professional judgment determines the relative weight of the various
aspects listed below:

(a) ratings in the current quarter, particularly relative to other applicants;

(b) improved ratings;

(c) ratings over time (e.g., 4 quarters), to consider possible aberrations in ratings;

(d) the strengths of the individual specialist designated by the unit to handle the stock, relative to the
strengths of the specialists designated by other applicants, as indicated by SPEQ comments that frequently
refer to performance of individuals;

(e) ratings and written comments on specific specialist functions in relation to particular characteristics of the
new listing; and

(f) written SPEQ comments as to the performance of the entire unit.

Objective measures of performance

The objective performance measures include TTV, stabilization, capital utilization, near neighbor analysis and
such other measures as may be adopted. Objective measures in Rule 103A include:

(a) timeliness of regular openings;

(b) promptness in seeking Floor official approval of a non-regulatory delayed opening;

(c) timeliness of DOT turnaround; and

(d) response to administrative messages.

The objective measures are reported to the Allocation Committee as a “pass” or “fall” as specified in Rule
103A.

Specialist dealer performance is measured in terms of participation (TTV); stabilization; capital utilization,
which is the degree to which the specialist unit uses its own capital in relation to the total dollar value of
trading in the unit's stocks; and near neighbor analysis, which is a measure of specialist performance
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and market quality comparing performance in a stock to performance of stocks that have similar market
characteristics. The Allocation Committee receives the most recent data available and historical data with
respect to each applicants performance in relation to other units evaluated during the same time period.

The Allocation Committee is informed if an applicant has been subject to a performance improvement action
in the most recent four quarters.

Although stocks are allocated to units, as noted above, the committee may give consideration to the person
who will serve as the specialist. Therefore, it is important that the application accurately represent the unit's
plans as to the individual who will handle the stock.

Professional Judgment

The expert, professional judgment of the members of the Allocation Committee is crucial to the allocation
decision-making process. Decisions are based on professional judgment, rather than mathematical
calculation. Each committee member evaluates the data and determines how the specified criteria should
be applied in each allocation, based on his or her expertise and experience from the viewpoint of his or her
role in the Exchange community. In addition to the SPEQ and the objective performance measures described
above, the committee also considers listing company input, allocations received, capital and disciplinary and
cautionary data, as detailed below.

Listing Company Input

Listing on the New York Stock Exchange is a significant development for a company, and the assignment of
a specialist through the allocation process is an important step. The Exchange's Allocation Policy is intended
to provide listing companies with a choice of alternatives as to how their specialist unit may be selected. The
listing company may choose to have its specialist unit selected by the Allocation Committee, in accordance
with the criteria specified in the Allocation Policy, and the exercise of the Committee's expert professional
judgment. Alternatively, the listing company may choose to become more directly involved in the selection
process. In that case, the company may request that the Allocation Committee select specialist units that
would be appropriate to trade the company's stock, with the company then making the final selection from
among the group of units as chosen by the Allocation Committee. Such a group shall consist of three, four,
or five units, selected by the Committee as demonstrably deemed to be the most qualified to receive such
allocation from among the units that apply, based upon the criteria set forth in this policy. If three units are
selected, the Allocation Committee may select an alternate to be among the group of units that a company
may interview in the event a unit is eliminated. A unit chosen as an alternate will be informed of its status as
such. These procedures shall apply to the allocation of a newly-listing company, as well as the reallocation of
an already listed company.

Specialist Unit Selected by Allocation Committee. If the listing company so chooses, the Allocation
Committee shall select the specialist unit to be allocated the company's stock based on the Committee's
expert assessment of the type of specialist unit that would be most appropriate for the company, and the
Committee's professional evaluation of performance data and other relevant information as specified in the
Allocation Policy. The listing company may submit a letter to the Allocation Committee which focuses on
describing the characteristics of the listing company (e.g., history of and background about the company
and its industry; how the company historically has funded its operations; characteristics of its shareholder
base and any unusual trading patterns that may result therefrom; and any public information regarding the
company's plans for the future.) [(e.g., trading philosophy, policies on maintaining communications with its
listed companies, etc.)] which it believes would be appropriate for the Allocation Committee and the unit that
would be selected to trade its stock to know. The letter may also include the company's views on being traded
by units which are experienced in trading companies in its industry or country. The listing company may not,
however, identify any particular specialist unit in its letter, or specify characteristics of a specialist unit so
unique as to be applicable only to a readily identifiable specialist unit.
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Specialist Unit Selected by Listing Company. If the listing company so chooses, it may request that the
Allocation Committee select specialist units that would be appropriate to trade the company's stock, with
the company then making the final selection. If the listing company chooses this alternative, the company
may either make no communication to the Allocation Committee, or it may submit a letter [(as noted in
the preceding paragraph)] to the Committee which focuses on describing the characteristics of the listing
company (e.g., history of and background about the company and its industry; how the company historically
has funded its operations; characteristics of its shareholder base and any unusual trading patterns that may
result therefrom; and any public information regarding the company's plans for the future.) which the company
believes would be appropriate for the Committee and the units to be selected by the Committee to know.
The letter may also include the company's views on being traded by units which are experienced in trading
companies in its industry or country). The listing company may not, however, identify any particular specialist
unit in its letter, or specify characteristics of specialist unit so unique as to be applicable only to a readily,
identifiable specialist unit.

Meetings Between Listing Company and Specialist Units. [Within two] By the close of business on
the last Exchange business day[s after] of the week in which the selection of a group of specialist units
as described above takes place (unless the Exchange has determined to permit a longer time period in a
particular case), the listing company shall meet [, either in person or by teleconference,] with representatives
of each of the specialist units. Meetings [to be held in person] shall normally be held at the Exchange, unless
the Exchange has agreed that they may be held elsewhere. At least one representative of the listing company
must be a senior official of the rank of Corporate Secretary or above of that company. No more than three
representatives of each specialist unit may participate in the meeting, each of whom must be employees of
the specialist unit, and one of whom must be the individual who is proposed to trade the company's stock.

Teleconference meetings will be permitted at the request of non-U.S. listing companies or for U.S. listing
companies in compelling circumstances and with the approval of the Exchange

Listing Company's Selection of Specialist Unit. [Within one business day] As soon as practicable following
its meeting with representatives of the specialist units [(or such longer time period as the Exchange may
permit in a particular case)], the listing company shall select its specialist unit in writing, signed by a senior
official of the rank of Corporate Secretary or higher duly authorized to so act on behalf of the company . If a
listing company meets with any of its specialist units on the last Exchange business day of the week, it shall
make its decision on that day. The Allocation Committee shall then confirm the allocation of the stock to that
unit, at which time the stock shall be deemed to have been so allocated.

Allocation Applications. In their applications for the allocation of a listing company's stock, specialist units
must describe all pertinent factors as to why they believe they should be allocated the stock. At a minimum,
such factors should include how the unit will allocate resources (staff and/or capital) to accommodate this
new issue and what new resources, if any, will the unit need to acquire to service this stock; identity and
experience of the individual proposed to trade the stock, with a description of other securities traded by
that individual; and a discussion of why that individual is appropriate to trade the listing company's stock. If
the listing company has submitted a letter to the Allocation Committee as permitted herein, a copy of such
letter shall be made available to all specialist units. In their applications to be allocated the stock of such
company, specialist units shall be expected to indicate how they meet [the] any characteristics described in
the company's letter. If, within six months of the date a newly-listed company begins trading on the Exchange
(or a company which has been reallocated begins trading with its new unit), the specialist unit determines that
the individual specialist who trades the company's stock should be an individual other than the one named in
the allocation application, the specialist unit shall so inform the Allocation Committee, in writing, and disclose
its reasons therefor. These letters shall be maintained in the permanent records of the Committee.

Contact between listing companies and specialist units
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[In addition, s] Specialist units must describe in their applications to be allocated the stock of a listing
company any contacts they, or any individual acting on their behalf, have had with any employee of that
company, or any individual acting on behalf of that company with regard to its prospective listing on the
Exchange, within six months prior to the date that allocation applications are solicited with respect to that
company.

Specialist units or any individual acting on their behalf may not have any contact with a listing company from
the time that the allocation applications are solicited with reference to that company. (Information about the
listing company is distributed to specialists on the stock data sheet by the Exchange.) Once a specialist
unit is selected to be in the group of units chosen by the Allocation Committee, it may provide material
to the Exchange which will be given to the listing company on the day of the scheduled interview. Such
material shall be given to the Exchange no later than two hours before the scheduled interview with the listing
company. Such material must be limited to information pertaining to the specialist unit, and may not contain
information that refers to another specialist unit or units, except overall floorwide statistics. Any material
pertaining to the specialist unit's performance as a specialist may not be provided on Exchange documents
but may be supplied on the specialist unit's own letterhead.

At an interview with a listing company, a specialist unit may not supply information concerning another
specialist unit or units either orally or in writing, except it may refer to overall floorwide statistics. Information
concerning the specialist unit contained in Exchange documents may be provided either orally or in writing on
the specialist's own letterhead.

Following its interview, a specialist unit may not have any contact with a listing company. If a listing company
has a follow-up question regarding publicly available information on any specialist unit(s) it interviewed, it
must be conveyed to the Exchange. If the Exchange approves such request, it may supply such information.
The units in the group of units interviewed will be notified by the Exchange of such request(s).

Allocations received

The committee is provided information on allocations received by each unit in the preceding year and the
current year, the number of applicants for those stocks allocated in the past and the number of stocks lost
through corporate mergers, delistings or other such events over which the specialist has no control. While
a recent allocation does not preclude a unit from being awarded a subsequent new listing, the committee
considers such factors in comparing similarly qualified applicants.

Capital deficiency information

The committee is informed of any applicant that is in capital violation, or is potentially in violation, based
on a current check of estimated capital data (conducted between the application deadline and the date of
the allocation meeting). A unit with a capital deficiency will be informed in advance of the meeting and may
provide information for the committee explaining the circumstances of the unit's capital situation. The unit's
capital history will also be provided (frequency of past violations and borderline situations).

Disciplinary and cautionary data

The committee is informed of disciplinary and cautionary actions, as described below.

Cautionary letters and summary fines regarding market maintenance are reported for 12 months beginning at
the time of issuance.

All other cautionary letters and summary fines are reported for 6 months beginning at the time of issuance.

The preceding parameters apply equally to disciplinary or cautionary actions that result from a justifiable
complaint (public or institutional complaint received via correspondence).
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The committee is informed of significant pending enforcement matters. The investigations are included in an
allocation file when the commencement of an enforcement action is authorized. If formal disciplinary action is
ultimately taken, the item would remain in the file for 12 months after a Hearing Panel decision is final.

Foreign listing considerations

The special characteristics of foreign issues often require the specialist to commit extra resources in order to
be a presence in the foreign market. Therefore, in allocating a foreign issue, the committee also considers a
specialist applicant's commitment to establish and maintain relationships with arbitrage houses and foreign
brokerage firms, and to gain familiarity with various aspects of trading securities of foreign issuers.

V. POLICY NOTES

Spin-offs and listing of related companies [and relistings]

If a listing company is a spin-off of or a company related to a listed company, the listing company may
choose to stay with the specialist unit registered in the related listed company or be referred to the Allocation
Committee. If the matter is referred to the Allocation Committee, all specialists are invited to apply.
Information about the relationship to a listed company and the name of the specialist involved, is included on
the stock data sheet inviting specialist applications. The same information is provided to the committee for
consideration in its deliberations regarding the allocation of the new listing. If the listing company chooses
to have its specialist unit selected by the Allocation Committee in accordance with the procedures set forth
herein for a newly-listing company, the Allocation Committee shall honor the company's request not to be
allocated to the specialist unit that traded the related listed company. Alternatively, if the listing company
chooses to select its specialist unit from among a group of units selected by the Allocation Committee, the
Allocation Committee shall honor the listing company's request to include or exclude from the group the
specialist unit that traded the related listed company.

Relistings

[Spin-offs and related companies of listed companies and r] Relistings are treated as new listings, with
allocation open to all units. Information about the [relationship to a listed company or] prior listing and the
name of the specialist involved, is included on the stock data sheet inviting specialist applications. The same
information is provided to the committee for consideration in their deliberations regarding the allocation of the
new listing. While committee members use their own judgment to determine that consideration, if any, should
be given to that information, a relisting company's request not to be allocated to its former specialist unit [(or
the specialist in the parent or related company)] will be honored.

Listed Company Mergers

When two NYSE listed companies merge, the merged entity is assigned to the specialist in the company
that is determined to be the survivor-in-fact (dominant company). Where no surviving/dominant entity can
be identified, the matter is referred to the Allocation Committee and all specialist units are invited to apply. In
situations involving the merger of a listed company and an unlisted company, where the unlisted company is
determined to be the survivor-in-fact, such company may choose to remain registered with the specialist unit
that had traded the listed company entity in the merger, or it may request that the matter be referred to the
Allocation Committee. In such a case, applications will be invited from all specialist units, and the Allocation
Committee shall honor the company's request not to be allocated to the specialist unit that had traded the
listed company.

“Target” Stock. The specialist unit registered in such stock prior to a separate listing shall remain registered
in such stock after its separate listing, unless the listing company requests that the matter be referred to the
Allocation Committee. In such a case, applications will be invited from all specialist units, and the Allocation
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Committee shall honor the company's request not to be allocated to the specialist unit that had traded the
“target” stock.

Allocation Freeze Policy

In the event that a specialist unit: (i) loses its registration in a specialty stock as a result of proceedings under
Exchange Rules 103A, 475 or 476; or (ii) voluntarily withdraws its registration in a specialty stock as a result
of possible proceedings under those rules, the unit will be ineligible to apply for future allocations for the six
month period immediately following the reassignment of the security (“Allocation Prohibition”).

Following the Allocation Prohibition, a second six month period will begin during which a specialist unit may
apply for new listings, provided that the unit demonstrates to the Exchange relevant efforts taken to resolve
the circumstances that triggered the Allocation Prohibition. The determination as to whether a unit may apply
for new listings will be made by Exchange staff, in consultation with the Floor Directors. The factors the
Exchange will consider will vary depending on the unit's particular situation, but may include one or more
steps such as:

• supplying additional manpower/experience;

• changes in professional staff;

• attaining appropriate dealer participation;

• enhancing back-office staff; and

• implementing more stringent supervision/new procedures.

Allocation Sunset Policy

Allocation decisions shall remain effective with respect to any initial public offering listing company which lists
on the Exchange within three months of such decision. If a listing company does not list within three months,
the matter shall be referred again to the Allocation Committee, with applications invited from all units.

Support of the allocation system

The Allocation Committee views positively a specialist unit's applying for a broad range of issues.

Criteria for applicants that are not currently specialists

Since an entity seeking to enter the specialist business does not have a history directly comparable to that of
existing units, the Allocation Committee considers the following criteria with respect to applicants that are not
currently specialists.

1. Individuals proposed as specialists must have successfully completed the Exchange's specialist
examination.

2. The proposed unit must demonstrate that it understands the specialist business, including the needs of
brokers, their organizations, and their customers.

3. The proposed unit must demonstrate an ability and willingness to trade as necessary to maintain fair and
orderly markets with depth and liquidity, and facilitate the execution of orders.

a) The proposed unit should indicate the extent of its capital commitment to specializing over and above the
minimum capital requirements.

b) The proposed unit must have sufficient specialist and clerical support dedicated to maintaining and
servicing the market in a specialty stock.

c) If the proposed specialist unit or any of its participants is presently a specialist or market maker on any
exchange, performance during the prior 12 months, as evidenced by available data maintained by such
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exchange which evaluates the quality of performance of the unit or its participants as a specialist or market
maker on such exchange, will be considered by the Allocation Committee.

4. Other factors that will be considered by the Allocation Committee include any action taken or warning
issued within the past 12 months by any regulatory or self-regulatory organization against the unit or any of its
participants with respect to any capital or operational problem, or any regulatory or disciplinary matter.

VI. PROCEDURES

Applications

Whenever a security is to be allocated to a specialist unit, all specialist units are invited to submit applications
to the Exchange prior to the published deadline for the allocation of such security. The application of any
specialist unit shall be in such form as shall be approved from time to time by the Exchange, but each
applicant shall be free to submit in writing such additional information in support of its application as it may
wish to bring to the attention of the Allocation Committee.

Blanket applications

All specialist units shall be deemed to have filed with the Exchange a blanket application pursuant to which
the applicant agrees to accept the allocation of any security. Any security allocated to a specialist unit on the
basis of its blanket application shall not be reflected in the records of the Exchange as a “security gained” nor
shall it prejudice that unit's eligibility for future allocations.

Decision making

An allocation decision pursuant to this policy is made on the basis of the specified criteria, by a majority vote
of the committee members present at the meeting and eligible to vote on such matter.

Announcement

Written notice of the name and post location of the successful applicant are made known to the members of
the Exchange and to the issuer of the security allocated.

Registration of Specialists

Each member associated with the specialist unit to which any security is allocated who acts as a regular
specialist in such security shall be registered as a specialist in such security pursuant to Rule 103.

VII. EDUCATION

Education of all participants is a key to ensuring continued quality and consistency in the allocation process.
A summary of the education process follows:

New panel members receive an orientation conducted by former Allocation Committee chairmen and staff,
and serve as observers at meetings before their terms begin. A standardized agenda for educating Allocation
Committee members will be made available.

The new Allocation Committee chairman is elected two months in advance of his or her appointment to
provide time to observe and learn from the existing chairman. The newly elected chairman also receives an
orientation by former committee chairmen and the Quality of Markets Committee. A standardized agenda for
educating new chairmen will be made available.

Educational efforts regarding the allocation process are offered periodically for specialists as well as the
general membership.
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Member Firm Regulation

 TO: MEMBER AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF FINANCIAL OFFICER/PARTNER

SUBJECT: (1) REMINDER OF ADDITIONAL CALENDAR YEAR-END FOCUS REPORTING
REQUIREMENTS ON SCHEDULE I

(2) SEC TRANSACTION FEES ON OVER-THE-COUNTER SALES OF LISTED SECURITIES *** FOR
JANUARY 1, 1997 TO SEPTEMBER 30, 1997***

(1) SCHEDULE I:

Schedule I Information Required of Brokers and Dealers Pursuant to Rule 17a-5 must be completed and
electronically filed by every member or member organization as a supplement to the calendar year-end filing
of Part II or IIA.

Comments:

•Enter the firm's SEC BD registration number (“8-” number) Field 8011 on the facing page of the Schedule I
form. The 8 - number is not the same as the Focus file number or the DEA-assigned number.

•Item 16 should be either actual or estimate. Place a “1” in actual or estimate box, but not both.

•Broker-dealers who clear their transactions through other broker-dealers must complete Item 24 (field 8118)
of Schedule I unless the clearing firm reports these transactions on its own Schedule I accompanied by an
alphabetical listing (names and SEC 8- file number) of all correspondent broker-dealers and their fee payment
to the SEC.

•Clearing brokers who choose to report transactions of their correspondent(s) on Item 24 of their Schedule
I must notify such correspondent(s) that they are included on Item 24 of the clearing broker's Schedule I.
Correspondents may report “0” on line 24 if they attach a copy of this notification to their own Schedule I.

•Be sure to enter applicable code 1, (Yes) or 2, (No) where required and enter numbers or dollar figures on
appropriate lines on Schedule I.

•You must contact your NYSE Finance Coordinator prior to making any change if the filing should need
amending after the initial submission.

A completed FOCUS Schedule I (HARD COPY) must also be submitted with the annual FOCUS Part II or IIA
(HARD COPY) no later than January 27, 1998.

THESE SCHEDULES ARE REQUIRED TO BE FILED WITHIN THE SPECIFIED TIME FRAMES
PURSUANT TO SEC REGULATION 240.17a-5(a) and 17a-10.

All completed reports are to be submitted to your Finance Coordinator.

(2) SEC TRANSACTION FEES ON OTC SALES OF LISTED SECURITIES:

The SEC has recently changed its method of collecting transaction fees on OTC sales of listed securities. The
following highlights the requirements for 1997:
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•SEC Release No. 34-38073 dated December 26, 1996 adopted amendments to SEA Rule 31-1 1 which
changed how payments for the transaction fees on nonexempt over-the-counter (“OTC”) sales of exchange
listed securities are to be received. Fees for transactions occurring between January 1, 1997 and September
30, 1997 must be received by the Commission Office of the Comptroller in Washington D.C., on or before
March 15, 1998.

•SINCE THE SEC DOES NOT SEND INVOICE BILLINGS, MEMBER FIRMS ARE EXPECTED TO MAKE
TIMELY PAYMENTS DIRECTLY TO THE SEC. All checks should include information regarding the type of
fee, interest and time period covered. (e.g., January 1, 1997 to September 30, 1997 OTC Section 31 Fee).

• Transaction fees occurring from October 1, 1997 and thereafter will be collected by the NASD.

•The transaction fee is computed using the dollar amount of nonexempted OTC sales of exchange listed
securities for the time period of January 1, 1997 - September 30, 1997. Item 24 of Schedule I (see page
4 of instructions of Schedule I) is where you would report the total amount of nonexempted OTC sales
of exchange listed securities for the entire year. A breakdown of the amount payable and the total from
Schedule I should be completed and provided to the SEC on Attachment A.

•We are advised that checks should be made payable to the Securities and Exchange Commission and cover
only fees for the transactions that occurred between January 1, 1997 to September 30, 1997 only. Payments
and Attachment A should be mailed to:

The Securities and Exchange Commission

Office of the Comptroller - Stop 0-3

450 Fifth Street, N.W.

Washington, D.C. 20549

Attention: Harry Vernon

•All payments received by the SEC for the period of January 1, 1997 through September 30, 1997, after the
March due date must include interest of 5 %. Contact the SEC's Office of the Comptroller for appropriate
interest rates for previous years.

• Section 31 Fees must not be included with the 120A Transaction Fee report/payment.

•Failure of a broker-dealer to file an accurate Schedule I and to remit fees plus any accrued interest may
result in the revocation of their registration with the Commission.

•Should any revisions or amendments to Schedule I be required subsequent to filing, such changes must be
sent to the Designated Examining Authority, and any additional fee payment should be sent immediately to
the SEC for their portion with an attached copy of the amended Schedule I.

Any questions concerning FOCUS filing requirements should be directed to your Finance Coordinator.

Any questions concerning Section 31 fees and Schedule I may be directed to Carol Y. Charnock, Division of
Market Regulation at (202) 942-0142 or Harry Vernon, Office of the Comptroller at (202) 942-0388.

Raymond J. Hennessy

Vice President
1 Section 31 of the Securities Exchange Act of 1934 requires that every registered broker or dealer “..pay
to the Commission on or before March 15 of each calendar year a fee in an amount equal to one three-
hundredths of 1 per centum of the aggregate dollar amount of the sales of securities registered on a national
securities exchange (other than bonds, debentures, and other evidences of indebtedness) transacted by
such broker or dealer otherwise than on such an exchange during each preceding calendar year: Provided,
however that no payment shall be required for any calendar year in which such payment would be less than
one hundred dollars. The commission provides certain exemptions to this Section under Rule 31-1.
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ATTACHMENT A

SEC Schedule for Section 31 Transaction Fees Remittance

Volume based on aggregate dollar amount of sales of exchange listed securities traded in the OTC market.

1. Aggregate dollar amount of sales as reported on Schedule I, Line 24

2. a. Volume (in dollars) for Period Beginning 1/1/97 and ending 9/30/97 b. 1/300 of 1% of volume for period
beginning 1/1/97 and ending 9/30/97 (this amount to be remitted directly to the SEC by 3/15/98)

3. a. Volume (in dollars) for Period Beginning 10/1/97 and ending 12/31/97 b. 1/300 of I % of volume for
period beginning 10/1/97 and ending 12/31/97

PLEASE SUBMIT THIS ATTACHMENT WITH YOUR PAYMENT OF THE SECTION 31-1 FEE (FOR THE
TIME PERIOD OF JANUARY 1, 1997 TO SEPTEMBER 30, 1997) TO THE SEC.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, COMPLIANCE AND LEGAL
DEPARTMENTS

SUBJECT: NEW RULES - SUPERVISION AND REVIEW OF COMMUNICATIONS WITH THE PUBLIC

Background

Technology has greatly expanded how communications between members, member organizations and
their customers take place. These new means of communication (e.g., E-mail, Internet) will continue to
significantly affect the manner in which members and member organizations and their associated persons
conduct their business. While these changes allow timely and efficient communication with customers,
prospective customers and others, the significant changes in communications media and capacity raise
questions regarding supervision, review, and retention of communications with the public.

To address these issues, the Exchange formed a committee of membership representatives to make
recommendations regarding appropriate supervisory policies and procedures. Predicated upon those
recommendations, the Exchange believes that each member and member organization should have the
flexibility to adopt and implement its own supervisory procedures relating to communications with the public
based on the firm's structure; the nature and size of its business; and its customer base, rather than having
a mandated pre-review requirement of all communications. In developing these procedures, member
organizations should continue to provide for appropriate supervision of the public communications of their
registered representatives and other associated persons, consistent with their overall duty to supervise their
employees.

Amended Rules

The Exchange filed and received SEC approval (see Release No. 34-39511 dated December 31, 1997)
of amendments to Rule 342 (“Offices - Approval, Supervision and Control”), Rule 440 (“Books and
Records”) and Rule 472 (“Communications With The Public”). (See Exhibit A for text of rule changes).
The amendments are effective immediately, however, members and member organizations should
continue the pre-review of communications until such time as they are in compliance with the
amended rules and the guidelines contained in this memorandum.

Rule 342.16, as amended, provides that procedures for review of communications with the public relating
to a member or member organization's business be designed to provide reasonable supervision for each
registered representative, be described in an organization's written supervisory procedures and be evidenced
in an appropriate manner.

New Rule 342.17 requires each member and member organization to develop written policies and procedures
for review of communications with the public relating to its business tailored to its structure and the nature
and size of its business and customers. This provision eliminates the current requirement to review, prior to
use, all outgoing correspondence. The new rule, however, does require that any organization that does not
conduct either an electronic or manual pre-use review will be required to:
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•develop appropriate supervisory procedures;

•monitor and test to ensure these policies and procedures are being implemented and complied with;

•provide education and training to all appropriate employees concerning the organization's current policies
and procedures governing communications. This training should be updated as policies and procedures are
changed;

•maintain records documenting how and when employees are educated and trained.

The current interpretation under Rule 342 (NYSE INTERPRETATION HANDBOOK Rule 342 (a) and
(b)/04, p. 3404), is being modified to require review of all incoming communications related to a member
or member organization's business received in nonelectronic format directed to persons functioning as
registered representatives, and is repositioned (to the interpretation under Rule 342.16/01, p. 3415). Incoming
nonelectronic communications directed to associated persons (other than persons functioning as registered
representatives) and all communications related to a member or member organization's business received in
electronic format (e.g., E-mail and facsimile) will be subject to the overall supervisory and review procedures
established by the member or member organization pursuant to amended Rule 342.16 and new Rule 342.17.
The revised interpretation is attached to Interpretation Memo No. 98-1 which should be placed into the NYSE
INTERPRETATION HANDBOOK.

Given the complexity and cost of establishing appropriate systems for effectively reviewing electronic
communications, some member organizations may determine to continue a pre-use review of all outgoing
communications (written or electronic).

Rule 472(a) specifies types of communication that continue to require pre-use approval e.g., advertisements,

market letters and sales literature. 1 

Rule 472(b) clarifies the existing requirement that research reports be (prepared or) approved in advance by
a supervisory analyst. The retention requirements of Rule 472(c) cross-reference Rule 440 and state that the
names of persons who prepared and reviewed and approved communications must be readily ascertainable
from the retained records.

The standards set forth in Rule 472 continue to apply to all communications that members or member
organizations issue - regardless of the medium used for their transmission to the public or the policies and
procedures adopted for their supervision and control.

Rule 440 states that these records must be retained in a format or medium that complies with Rule 17a-4
under the Securities Exchange Act of 1934.

Guidelines for Supervision and Review

In adopting review procedures pursuant to Rule 342, members and member organizations must:

•specify, in writing, the firm's policies and procedures for reviewing different types of communications;

•identify how supervisory reviews will be conducted and documented;

•identify what types of communications will be pre-reviewed or post-reviewed;

•identify the organizational position(s) responsible for conducting reviews of the different types of
communications;

•specify the minimum frequency of the reviews for different types of communications;

•monitor the implementation of and compliance with the firm's procedures for reviewing public
communications;

•periodically re-evaluate the effectiveness of the firm's procedures for reviewing public communications and
consider any necessary revisions.
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In conducting reviews, members and member organizations may use reasonable sampling techniques. As
an example of appropriate evidence of review, E-mail related to the member organization's business may be
reviewed electronically and the evidence of the review may be recorded electronically.

In developing supervisory procedures for the review of communications with the public, each member
and member organization must consider its structure, the nature and size of its business, other pertinent
characteristics and the appropriateness of implementing uniform firm-wide procedures, or tailored procedures
(i.e., by specific function, office/location, individual, or group of persons).

In adopting review procedures pursuant to Rule 342, members and member organizations must, at a
minimum:

•specify procedures for reviewing registered representatives' recommendations to customers;

•require supervisory review of some of each registered representative's public communications, including
recommendations to customers;

•consider the complaint and overall disciplinary history, if any, of registered representatives and other
employees (with particular emphasis on complaints regarding written or oral communications with clients);
and

•consider the nature and extent of training provided registered representatives and other employees, as well
as their experience levels in using communications media, (although a firm's procedures may not eliminate
or provide for minimal supervisory reviews based on an employee's training or level of experience in using
communications media).

Although members and member organizations may consider the number, size, and location of offices, as
well as the volume of communications overall or in specific areas of the organization, members and member
organizations must nonetheless develop appropriate supervisory policies and procedures in light of their duty
to supervise their associated persons.

The factors listed above are not exclusive and members and member organizations must consider all
appropriate factors when developing their supervisory procedures and implementing their supervisory
reviews.

Supervisory policy and procedures must also:

•provide that all customer complaints, whether received via e-mail or in written form from the customer, are

reported to the Exchange in compliance with Rule 351(d); 2 

•describe any firm standards for the content of different types of communications;

•address permitted and prohibited activities (e.g., lectures, seminars, mass media appearances, etc.); and
prohibit registered representatives' and other employees' use of electronic communications to the public
unless such communications are subject to supervisory and review procedures developed by the firm. For
example, the Exchange would expect members and member organizations to prohibit communications with
the public from employees' home computers or through third party computer systems unless the firm is
capable of monitoring such communications.

Members and member organizations must continually assess the effectiveness of these supervisory systems.

Education and training must be timely (prior to or concurrent with implementation of the policies and
procedures) and it must include all appropriate employees. Members and member organizations may
incorporate the required education and training on communications into their Continuing Education Firm
Element Training Program (see Rule 345A - Continuing Education for Registered Persons). The requirement
for training regarding communications may also apply to employees who are not included under the
Continuing Education requirements.
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Exchange examiners periodically will review member organizations' procedures and systems to ensure that
they are reasonable in view of each firm's structure, and the nature and size of its business and customer
base.

Questions concerning this memorandum may be directed to Mary Anne Furlong at (212) 656-4823 or
Rudolph Schreiber at (212) 656-5226.

Salvatore Pallante

Senior Vice President

Exhibit A

Deletions [bracketed]

Additions underscored

Rule 342 Offices - Approval, Supervision and Control

(a) - (e) No change

… Supplementary Material:

.16 Supervision of registered representatives. - [For responsibilities for supervision of customer accounts, see
also Rule 405. Suggestions are included in the separately published guide to “Supervision and Management
of Registered Representatives and Customer Accounts”. Duties of supervisors of registered representatives
should ordinarily include at least approval of new accounts and review of correspondence of registered
representatives, transactions, and customer accounts. Appropriate records should be maintained evidencing
the carrying out of supervisory responsibilities such as a written statement of the supervisory procedures
currently in effect and initialing of correspondence, transactions, blotters, or statements reviewed in the
supervisory process.]

Supervision of registered representatives would ordinarily include at least approval of new accounts and
reasonable procedures for review of registered representatives' communications with the public relating to
their business, and customer accounts and transactions. Such policies and procedures should be in writing
and be designed to reasonably supervise each registered representative. Evidence that these supervisory
policies and procedures have been implemented and carried out must be maintained and made available to
the Exchange upon request.

See Rule 405 (“Diligence as to Accounts”) for responsibilities for supervision customer accounts.

.17 Review of communications with the public. - Members and member organizations must develop written
policies and procedures that are appropriate for their business, their size, structure and customers in
connection with the review of communications with the public relating to their business.

Where such policies and procedures for the review of public communications do not require pre-use review,
they must include provision for the education and training of employees as to organizational policies and
procedures, documentation of such education and training, and provide for surveillance and follow-up to
ensure that such policies and procedures are implemented and adhered to.

See also Rule 472 (“Communications with the Public”), for preapproval requirements for certain
communications and standards governing all communications.

.18 [.17] No change to language currently numbered .17

Rule 440 Books and Records

Every [individual] member not associated with a member organization and every member organization shall
make and preserve books and records as the Exchange may prescribe and as prescribed by [ Regulation
240.17a-3 and 240.17a-4 of the Securities and Exchange Commission.] Rule 17a-3. The recordkeeping
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format, medium and retention period shall comply with Rule 17a-4 under the Securities Exchange Act of
1934.

***

Rule 472 Communications With The Public

(a) [Any communication] Each advertisement, market letter, sales literature or other similar type of
communication which is generally distributed or made available by a member or member organization to
customers or the public shall be approved in advance by a member, allied member, supervisory analyst or
person designated under the provisions of Rule 342(b)(1).

(b) Research reports shall be prepared or approved , in advance, by a supervisory analyst acceptable
to the Exchange under the provisions of Rule 344. Where a supervisory analyst does not have technical
expertise in a particular product area, the basic analysis contained in such report may be co-approved by a
product specialist designated by the organization. In the event that the member organization has no principal
or employee qualified with the Exchange to approve such material, it shall be approved by a qualified
supervisory analyst in another member organization by arrangement between the two member organizations.

(c) Communications with [customers or] the public prepared or issued by a member or member organization
shall be retained in accordance with Rule 440 (“Books and Records”), [for at least three years. The copies
retained shall contain the name or names of the person or persons who prepared the material, the name or
names of the persons approving its issuance The names of the persons who prepared and who reviewed
and approved the material shall be ascertainable from the retained records and the records retained shall be
readily available to the Exchange, upon request.

***

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Sale literature would generally not be deemed to include communications that, although being sent to
multiple recipients, merely transmit or refer to marketing or promotional material and are not themselves
substantively of a marketing or promotional nature.

2  Among other things, NYSE Rule 351(d) requires members and member organizations to report to
the NYSE statistical information regarding customer complaints relating to matters specified by the
Exchange.
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Market Surveillance

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT : Special Stock Lists (Imbalance Publication) for January 16, 1998, Expiration Friday

January 16, 1998 is an expiration trade date.

An expiration day is a trading day prior to the expiration of index-related derivative products (futures, options
or options on futures), whose settlement pricing is based upon opening or closing prices on the Exchange, as
identified by a qualified clearing corporation (e.g., the Options Clearing Corporation).

Twelve of the expiration days are expiration Fridays, which fall on the third Friday in every month. If that
Friday is an Exchange holiday, there will be an expiration Thursday in such a month.

SPECIAL STOCK LISTS.—IMBALANCE PUBLICATION

The Exchange has identified certain stocks which will, on expiration days, follow mandatory procedures
related to the dissemination of market order imbalances before the opening and/or the dissemination of MOC
imbalances prior to the close, as soon as practicable after 3:40 p.m.

The high-capitalized stock list consists of the fifty most highly capitalized stocks in the S&P 500 Index, plus
any Major Market Index stocks not included among those fifty stocks. The mid-capitalized stock list consists
of the ten most highly capitalized stocks in the S&P MidCap 400 Index. The special stock lists applicable to
January 16, 1998 are attached for your reference.

MANDATORY EXPIRATION DAY PROCEDURES

In summary, in relation to the opening, stocks on the high-capitalized stock list and mid-capitalized stock list
must follow procedures related to the publication of market order imbalances at the appointed time, 9:00 a.m.
In relation to the close, only the stocks on the high-capitalized stock list must follow procedures related to the
publication of MOC imbalances as soon as practicable after the MOC cutoff time of 3:40 p.m. Also, pursuant
to Information Memo 95-21, any stock being dropped from or added to an index must publish an MOC status
as soon as practicable after 3:40 p.m., as may any stock with Floor Official approval.

PRINTING THE CLOSE

Specialists are reminded to print the closing transaction as outlined in Rule 116.40, which requires
that any MOC imbalance must be printed against the bid or offer as appropriate followed by a second
print of the MOC paired amount, if any, which should be marked as “stopped stock”. (This is the
case even if the MOC imbalance fills all “book” and Crowd interest, and regardless of whether or not
specialist participation is included.) If there is no imbalance, the paired amount should be printed at
the last sale price as “stopped stock.”

Complete discussion of auxiliary opening procedures and procedures for handling market-on-close (MOC)
orders on expiration days appears in Information Memo 96-34, which was published on November 8, 1996.
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In addition, a complete discussion for handling limit-at-the-close (LOC) orders on expiration days appears in
Information Memo 97-25 which was published on May 13, 1997.

If you have any questions, you may direct them to David Fisch (212) 656-6769 or Carol Krusik (212)
656-4597.

Robert J. McSweeney

Senior Vice President

Attachments

High-Capitalized Stock List - January 16, 1998, Expiration Friday

                 ABT                ABBOTT LABORATORIES

                 AHP                AMERICAN HOME PRODUCTS CORPORATION

                 AIG                AMERICAN INTERNATIONAL GROUP INC.

                 AIT                AMERITECH CORP.

                 ALL                ALLSTATE CORP.

                 AN                 AMOCO CORPORATION

                 AXP                AMERICAN EXPRESS COMPANY

                 BA                 BOEING COMPANY

                 BAC                BANKAMERICA CORPORATION

                 BEL                BELL ATLANTIC CORP.

                 BLS                BELLSOUTH CORPORATION

                 BMY                BRISTOL MYERS SQUIBB COMPANY
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                 CCI                CITICORP

                 CHV                CHEVRON CORPORATION

                 CMB                CHASE MANHATTAN CORP.

                 CPQ                COMPAQ COMPUTER CORP.

                 DD                 DU PONT COMPANY

                 DIS                WALT DISNEY COMPANY

                 DOW                DOW CHEMICAL COMPANY

                 EK                 EASTMAN KODAK COMPANY

                 F                  FORD MOTOR COMPANY

                 FNM                FEDERAL NATIONAL MORTGAGE ASSOCIATION

                 G                  GILLETTE COMPANY

                 GE                 GENERAL ELECTRIC COMPANY

                 GM                 GENERAL MOTORS CORPORATION

                 GTE                GTE CORPORATION

                 HD                 HOME DEPOT INC.

                 HWP                HEWLETT-PACKARD COMPANY
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                 IBM                INTERNATIONAL BUSINESS MACHINES CORP.

                 IP                 INTERNATIONAL PAPER COMPANY

                 JNJ                JOHNSON AND JOHNSON

                 KO                 COCA-COLA COMPANY

                 LLY                ELI LILLY AND COMPANY

                 LU                 LUCENT TECHNOLOGIES INC.

                 MCD                MCDONALDS CORPORATION

                 MMM                MINNESOTA MINING AND MANUFACTURING

                 MO                 PHILIP MORRIS COS. INC.

                 MOB                MOBIL CORPORATION

                 MOT                MOTOROLA INC.

                 MRK                MERCK AND COMPANY INC.

                 MWD                MORGAN STANLEY, DEAN WITTER, DISCOVER & CO.

                 NB                 NATIONSBANK CORP.

                 PEP                PEPSICO INC.

                 PFE                PFIZER INC.
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                 PG                 PROCTER AND GAMBLE COMPANY

                 RD                 ROYAL DUTCH PETROLEUM COMPANY

                 S                  SEARS ROEBUCK AND CO.

                 SBC                SOUTHWESTERN BELL CORPORATION

                 SGP                SCHERING PLOUGH CORP.

                 SLB                SCHLUMBERGER LTD

                 T                  AMERICAN TELEPHONE AND TELEGRAPH

                 TRV                TRAVELERS GROUP INC.

                 UN                 UNILEVER NV

                 *WLA               WARNER LAMBERT COMPANY

                 WMT                WAL-MART STORES INC.

                 XON                EXXON CORPORATION

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of January 2, 1998
and the 20 Major Market Index stocks. The indicated (*) stock has been added to the list.

Mid-Capitalized Stock List - January 16, 1998, Expiration Friday

                 AES                AES CORPORATION (THE)

                 AFL                AFLAC INC.
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                 AOL                AMERICA ONLINE INC.

                 BEN                FRANKLIN RESOURCES INC.

                 CCE                COCA-COLA ENTERPRISES INC.

                 CF                 CRESTAR FINANCIAL CORP.

                 FOA                FIRST OF AMERICA BANCORPORATION INC.

                 MTL                MERCANTILE BANCORPORATION INC.

                 SUB                SUMMIT BANCORP INC.

                 UW                 USA WASTE SERVICES INC.

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of January 2,
1998. There is no change to the list compared to the December, 1997 Expiration Friday.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

1025

http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 98-1

Click to open document in a browser

January 8, 1998

  

Member Firm Regulation

 TO: MEMBERS, MEMBER ORGANIZATIONS

ATTENTION: Chief Executive Officer/Managing Partner, Chief Financial Officer/ Partner, Chief
Operations Officer/Partner, Compliance, Legal, and Internal Audit Departments.

SUBJECT: SEC proposes rules for the creation of an OTC Derivatives Dealer, changes to Haircuts
on Interest Rate Instruments, and to define the term of a Nationally Recognized Statistical Rating
Organization. SEC also issues a Concept Release on the use of statistical models in determining net
capital requirements.

The Securities and Exchange Commission has issued three rule proposals and a concept release that could
have a material impact on how broker-dealers determine their net capital requirements, and treat their OTC
derivatives business. The following is a brief summary of each of these releases and the date when their
comment period ends:

OTC Derivatives Dealer

The proposed rule (SEC Release No. 34-39454, December 30, 1997) would amend the capital, margin, and
reporting rules to allow registered broker-dealers to create a new type of registered dealer called an OTC
derivatives dealer. The main concept of the proposal is to permit broker-dealers to establish dealer affiliates
that can more effectively compete with banks and foreign dealers in the global OTC markets. Registration
as an OTC derivatives dealer would be an alternative to registration as a fully regulated broker-dealer and
would be applicable only to entities that act primarily as counterparties in privately negotiated OTC derivatives
transactions. The 60 day comment period for this rule proposal ends on March 2, 1998.

Net Capital Charges (“haircuts”) on Interest Rate Instruments

Proposed rule change (SEC Release No. 34-39455, December 30, 1997) to SEA Rule 15c3-1 that would alter
the capital requirements (“haircuts”) for certain interest rate instruments, including; government securities,
investment grade nonconvertible debt securities, certain mortgage backed securities, money market
instruments, interest rate swaps, and debt related derivative instruments. The 90 day comment period for this
rule proposal ends on March 30, 1998.

Definition of Nationally Recognized Statistical Rating Organization

This proposed rule amendment (SEC Release No. 34-39457, December 30, 1997) would define the term
“nationally recognized statistical rating organization” (“NRSRO”) for purposes of SEA Rule 15c3-1. The
definition sets forth the attributes to be considered by the Commission in designating rating organizations
as NRSROs and the process for applying for NRSRO designation. The 60 day comment period for this rule
proposal expires on March 2, 1998.

Concept Release on Use of Statistical Models to Determine Capital Requirements

The Commission has published a concept release (SEC Release No. 34-39456, December 30, 1997)
soliciting comments on the use of statistical models in determining net capital requirements on proprietary
inventory positions. The Release contains fifty-one (51) questions on this issue and on other possible
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alternatives for determining capital requirements on broker-dealer's proprietary positions. The 90 day
comment period on this concept release ends on March 30, 1998.

These rule proposals and concept releases were published in the December 30, 1997 issue of the Federal
Register, or can be viewed at (and reproduced from) the SEC's website at www.sec.gov.

Raymond J. Hennessy

Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Market Surveillance

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT : Special Stock Lists (Imbalance Publication) for March 31, 1998, Quarterly Expiration Day

Expiration Policy procedures will be implemented on March 31, 1998, the last trading day of the business
quarter.

SPECIAL STOCK LIST.—IMBALANCE PUBLICATION

The Exchange has identified certain stocks which will, on expiration days, follow mandatory procedures
related to the dissemination of market order imbalances before the opening and/or the dissemination of MOC
imbalances prior to the close, as soon as practicable after 3:40 p.m.

The high-capitalized stock list consists of the fifty most highly capitalized stocks in the S&P 500 Index, plus
any Major Market Index stocks not included among those fifty stocks. The mid-capitalized stock list consists
of the ten most highly capitalized stocks in the S&P MidCap 400 Index. The special stock list applicable to
March 31, 1998 which integrates both of these lists is attached for your reference.

MANDATORY QUARTERLY INDEX EXPIRATION DAY PROCEDURES

In summary, no special action is required on a quarterly expiration day in relation to the opening, however, in
relation to the close, stocks on both the high-capitalized stock list and the mid-capitalized stock list, referred
to jointly as the integrated stock list, must follow procedures related to the publication of MOC imbalances as
soon as practicable after the cutoff time of 3:40 p.m. Also, pursuant to Information Memo 95-21, any stock
being dropped from or added to an index must publish an MOC status as soon as practicable after 3:40 p.m.,
as may any stock with Floor Official approval.

PRINTING THE CLOSE

Specialists are reminded to print the closing transaction as outlined in Rule 116.40, which requires
that any MOC imbalance must be printed against the bid or offer as appropriate followed by a second
print of the MOC paired amount, if any, which should be marked as “stopped stock”. (This is the
case even if the MOC imbalance fills all “book” and Crowd interest, and regardless of whether or not
specialist participation is included.) If there is no imbalance, the paired amount should be printed at
the last sale price as “stopped stock.”

Complete discussion of auxiliary opening procedures and procedures for handling market-on-close (MOC)
orders on expiration days appears in Information Memo 96-34, which was published on November 8, 1996.
In addition, a complete discussion for handling limit-at-the-close (LOC) orders on expiration day appears in
Information Memo 97-25 which was published on May 13, 1997.

If you have any questions, you may direct them to David Fisch (212) 656-6769 or Patricia Felenczak (212)
656-2965.
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Robert J. McSweeney

Senior Vice President

Attachments

    

Quarterly Index Expiration Integrated Stock List - December 31, 1997.

    ABT            ABBOTT LABORATORIES

    AES            AES CORPORATION (THE)

    AFL            AFLAC INC.

    AHP            AMERICAN HOME PRODUCTS CORPORATION

    AIG            AMERICAN INTERNATIONAL GROUP INC.

    AIT            AMERITECH CORP.

    ALL            ALLSTATE CORP.

    AN             AMOCO CORPORATION

    AOL            AMERICA ONLINE INC.

    AXP            AMERICAN EXPRESS COMPANY

    BA             BOEING COMPANY

    BAC            BANKAMERICA CORPORATION
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    BEL            BELL ATLANTIC CORPORATION

    BEN            FRANKLIN RESOURCES INC.

    BLS            BELLSOUTH CORPORATION

    BMY            BRISTOL MYERS SQUIBB COMPANY

    *BSC           BEAR STEARNS COMPANIES INC.

    CCE            COCA-COLA ENTERPRISES INC.

    CCI            CITICORP

    *CDN           CADENCE DESIGN SYSTEMS INC.

    CHV            CHEVRON CORPORATION

    CMB            CHASE MANHATTAN CORP.

    CPQ            COMPAQ COMPUTER CORP.

    DD             DU PONT COMPANY

    DIS            WALT DISNEY COMPANY

    DOW            DOW CHEMICAL COMPANY

    EK             EASTMAN KODAK COMPANY

    F              FORD MOTOR COMPANY
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    FNM            FEDERAL NATIONAL MORTGAGE ASSOCIATION

    FOA            FIRST OF AMERICA BANK CORP.

    G              GILLETTE COMPANY

    GE             GENERAL ELECTRIC COMPANY

    GM             GENERAL MOTORS CORPORATION

    GTE            GTE CORPORATION

    HD             HOME DEPOT INC.

    HWP            HEWLETT-PACKARD COMPANY

    IBM            INTERNATIONAL BUSINESS MACHINES CORP.

    IP             INTERNATIONAL PAPER COMPANY

    JNJ            JOHNSON AND JOHNSON

    KO             COCA-COLA COMPANY

    LLY            ELI LILLY AND COMPANY

    LU             LUCENT TECHNOLOGIES INC.

    MCD            MCDONALDS CORPORATION

    MMM            MINNESOTA MINING AND MANUFACTURING
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    MO             PHILIP MORRIS COS. INC.

    MOB            MOBIL CORPORATION

    MRK            MERCK AND COMPANY INC.

    *MTC           MONSANTO COMPANY

    MWD            MORGAN STANLEY, DEAN WITTER, DISCOVER & CO.

    NB             NATIONSBANK CORP.

    PEP            PEPSICO INC.

    PFE            PFIZER INC.

    PG             PROCTER AND GAMBLE COMPANY

    RD             ROYAL DUTCH PETROLEUM COMPANY

    S              SEARS ROEBUCK COMPANY

    SBC            SOUTHWESTERN BELL CORPORATION

    SGP            SCHERING PLOUGH CORP.

    SLB            SCHLUMBERGER LTD.

    T              AMERICAN TELEPHONE AND TELEGRAPH

    TRV            TRAVELERS GROUP INC.
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    UW             USA WASTE SERVICES INC.

    *WLA           WARNER-LAMBERT COMPANY

    WMT            WAL-MART STORES INC.

    *WPO           WASHINGTON POST COMPANY (CLASS B COMMON STOCK)

    XON            EXXON CORPORATION

This list integrates the high-capitalized stock list, the 50 most highly capitalized stocks, in the S&P 500 Index
plus any Major Market Index stocks not included among those 50 stocks and the mid-capitalized stock list
which consists of the 10 most highly capitalized stocks of the S&P Midcap 400 Index, based on market values
as of March 6, 1998. The indicated (*) stocks have been added to the list since the last QIX trade date. CF,
MOT, MTL, SUB and UN have been deleted.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
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Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

1033

http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 97-57

Click to open document in a browser

December 19, 1997

  

Market Surveillance

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT : Special Stock Lists (Imbalance Publication) for December 31, 1997, Quarterly Expiration
Day

December 31, 1997 is an expiration trade date.

An expiration day is a trading day prior to the expiration of index-related derivative products (futures, options
or options on futures), whose settlement pricing is based upon opening or closing prices on the Exchange, as
identified by a qualified clearing corporation (e.g., the Options Clearing Corporation).

SPECIAL STOCK LIST.—IMBALANCE PUBLICATION

The Exchange has identified certain stocks which will, on expiration days, follow mandatory procedures
related to the dissemination of market order imbalances before the opening and/or the dissemination of MOC
imbalances prior to the close, as soon as practicable after 3:40 p.m.

The high-capitalized stock list consists of the fifty most highly capitalized stocks in the S&P 500 Index, plus
any Major Market Index stocks not included among those fifty stocks. The mid-capitalized stock list consists
of the ten most highly capitalized stocks in the S&P MidCap 400 Index. The special stock list applicable to
December 31, 1997 which integrates both of these lists is attached for your reference.

MANDATORY QUARTERLY INDEX EXPIRATION DAY PROCEDURES

In summary, no special action is required on a quarterly expiration day in relation to the opening, however, in
relation to the close, stocks on both the high-capitalized stock list and the mid-capitalized stock list, referred
to jointly as the integrated stock list, must follow procedures related to the publication of MOC imbalances as
soon as practicable after the cutoff time of 3:40 p.m. Also, pursuant to Information Memo 95-21, any stock
being dropped from or added to an index must publish an MOC status as soon as practicable after 3:40 p.m.,
as may any stock with Floor Official approval.

PRINTING THE CLOSE

Specialists are reminded to print the closing transaction as outlined in Rule 116.40, which requires
that any MOC imbalance must be printed against the bid or offer as appropriate followed by a second
print of the MOC paired amount, if any, which should be marked as “stopped stock”. (This is the
case even if the MOC imbalance fills all “book” and Crowd interest, and regardless of whether or not
specialist participation is included.) If there is no imbalance, the paired amount should be printed at
the last sale price as “stopped stock.”

Complete discussion of auxiliary opening procedures and procedures for handling market-on-close (MOC)
orders on expiration days appears in Information Memo 96-34, which was published on November 8, 1996.
In addition, a complete discussion for handling limit-at-the-close (LOC) orders on expiration day appears in
Information Memo 97-25 which was published on May 13, 1997.
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If you have any questions, you may direct them to David Fisch (212) 656-6769 or Carol Krusik (212)
656-4597.

_______________________________

Robert J. McSweeney

Senior Vice President

Attachments

       

Quarterly Index Expiration Integrated Stock List - December 31, 1997.

ABT     ABBOTT LABORATORIES

AES     AES CORPORATION (THE)

AFL     AFLAC INC.

AHP     AMERICAN HOME PRODUCTS CORPORATION

AIG     AMERICAN INTERNATIONAL GROUP INC.

AIT     AMERITECH CORP.

ALL     ALLSTATE CORP.

AN      AMOCO CORPORATION

AOL     AMERICA ONLINE INC.

AXP     AMERICAN EXPRESS COMPANY

BA      BOEING COMPANY
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BAC     BANKAMERICA CORPORATION

BEL     BELL ATLANTIC CORPORATION

BEN     FRANKLIN RESOURCES INC.

BLS     BELLSOUTH CORPORATION

BMY     BRISTOL MYERS SQUIBB COMPANY

CCE     COCA-COLA ENTERPRISES INC.

CCI     CITICORP

*CF     CRESTAR FINANCIAL CORP.

CHV     CHEVRON CORPORATION

CMB     CHASE MANHATTAN CORP.

CPQ     COMPAQ COMPUTER CORP.

DD      DU PONT COMPANY

DIS     WALT DISNEY COMPANY

DOW     DOW CHEMICAL COMPANY

EK      EASTMAN KODAK COMPANY

F       FORD MOTOR COMPANY
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FNM     FEDERAL NATIONAL MORTGAGE ASSOCIATION

*FOA    FIRST OF AMERICA BANK CORP.

G       GILLETTE COMPANY

GE      GENERAL ELECTRIC COMPANY

GM      GENERAL MOTORS CORPORATION

GTE     GTE CORPORATION

HD      HOME DEPOT INC.

HWP     HEWLETT-PACKARD COMPANY

IBM     INTERNATIONAL BUSINESS MACHINES CORP.

IP      INTERNATIONAL PAPER COMPANY

JNJ     JOHNSON AND JOHNSON

KO      COCA-COLA COMPANY

LLY     ELI LILLY AND COMPANY

LU      LUCENT TECHNOLOGIES INC.

MCD     MCDONALDS CORPORATION

MMM     MINNESOTA MINING AND MANUFACTURING
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MO      PHILIP MORRIS COS. INC.

MOB     MOBIL CORPORATION

MOT     MOTOROLA INC.

MRK     MERCK AND COMPANY INC.

MTL     MERCANTILE BANCORPORATION INC.

*MWD    MORGAN STANLEY, DEAN WITTER, DISCOVER & CO.

NB      NATIONSBANK CORP.

PEP     PEPSICO INC.

PFE     PFIZER INC.

PG      PROCTER AND GAMBLE COMPANY

RD      ROYAL DUTCH PETROLEUM COMPANY

S       SEARS ROEBUCK COMPANY

SBC     SOUTHWESTERN BELL CORPORATION

SGP     SCHERING PLOUGH CORP.

SLB     SCHLUMBERGER LTD.

SUB     SUMMIT BANCORP INC.
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T       AMERICAN TELEPHONE AND TELEGRAPH

TRV     TRAVELERS GROUP INC.

UN      UNILEVER N.V.

UW      USA WASTE SERVICES INC.

WMT     WAL-MART STORES INC.

XON     EXXON CORPORATION

This list integrates the high-capitalized stock list, the 50 most highly capitalized stocks, in the S&P 500 Index
plus any Major Market Index stocks not included among those 50 stocks and the mid-capitalized stock list
which consists of the 10 most highly capitalized stocks of the S&P Midcap 400 Index, based on market values
as of December 5, 1997. The indicated (*) stocks have been added to the list since the last QIX trade date.
KSS, OMC, and WLA have been deleted.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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December 18, 1997

  

Member Firm Regulation

 TO: Members And Member Organizations

ATTENTION: Chief Executive Officer/Managing Partner, Internal Audit/Compliance And Legal
Departments

SUBJECT: Adoption Of New Interpretation To Rule 409 (“Statements Of Accounts To Customers”)

On October 2, 1997, by Release No. 34-39190, the Securities and Exchange Commission approved a
new interpretation to Rule 409 concerning the use of “summary” customer account statements and the
use of “third party agents” to prepare customer account statements. The new interpretation is attached to
Interpretation Memo No. 97-7 which should be placed into the NYSE INTERPRETATION HANDBOOK. The
significant areas addressed by the new interpretation are discussed below. THE INTERPRETATION WILL
HAVE A ONE YEAR PHASE-IN PERIOD AND WILL BECOME EFFECTIVE ON OCTOBER 2,1998.

Summary Statements

Exchange Rule 409 addresses the responsibility of member organizations to send account statements to
customers. In recent years, the Exchange received requests from member organizations to allow them jointly,
with other financial institutions such as banks and investment companies, to formulate and/or distribute to
common customers their respective customer account statements, together with a “summary statement.” The
summary statement provides an overview of the customers accounts at the separate entities and is supported
by and derived from the detailed information on the separate underlying respective account statements.
These requests to distribute combined statements generally involve entities that are part of a financial
services “group” or “family” or where the Exchange member organization carries accounts for a broker-dealer
that is part of such a group.

The Exchange, in conjunction with industry representatives, developed parameters as set forth in the new
interpretation so that the packages of combined and summary statements would provide customers with
clear, accurate and not misleading statements that identify the respective entities involved and distinguish
brokerage from non-brokerage assets.

The interpretation requires that if a multi-entity summary statement is sent to customers it must:

•indicate that the statement is informational and includes assets held at different entities;

•identify each entity, their relationship to each other and their respective functions;

•relative to services provided for assets included on the summary: clearly distinguish between assets held
by each entity; identify the customer's account numbers at each entity; and provide a customer service
telephone number at each entity (if the account number and customer service numbers are not included on
the underlying statements);

•identify each entity that is a member of SIPC.

While the interpretation, as described above, requires the summary page(s) to physically distinguish assets
held by each entity, it does not mandate how that distinction must be made. Rather, it requires that the
summary, in some way, distinguish between assets held at the various entities. This could be accomplished
for example, by using colors, pagination or columns.
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Additionally, the summary and each underlying account statement must be clearly distinguishable from each
other. The beginning and end of each separate statement must be clearly distinguishable and there must be a
written agreement between the parties that are jointly distributing the combined statements with the summary,
that each entity has developed procedures/controls for testing the accuracy of its own information included on
the customer statement.

Interpretations Applicable to All Customer Account Statements

Use of Third Party Agents

The interpretation also establishes Exchange policy regarding member organizations' use of “third party
agents” to prepare and/or transmit statements of accounts and requires that certain representations be made,
in writing, by the member organization to the Exchange.

Specifically, the member organization must represent that the third party is acting as agent for the member
organization, that the member organization retains responsibility for compliance with Rule 409(a), and
that the member organization has developed procedures/controls for reviewing and testing the accuracy
of statements and will retain copies of all such statements. The requirement to ensure the accuracy of
statements prepared or distributed by the third party agents applies only to the statements of the member
organization.

Additional interpretation to Rule 409 states that an introducing organization that is a provider of services
included in a member organization's statements of accounts may not function as a third party agent and may
not itself prepare and/or transmit such statements. This does not, however, prohibit a separate entity that may
be related to the introducing organization, e.g., a service or other entity, from engaging in such activity.

Disclosures on Statements

The interpretation clarifies that certain account information must be disclosed on the front of customer
account statements, i.e., the identity of the introducing and carrying organizations, that the carrying
organization is a member of SIPC, and the opening and closing account balances.

Assets Externally Held

The interpretation also requires that where the account statement includes assets that the member
organization does not have fiduciary responsibility for, does not have access to and which are not included
on the member organization's books and records, such assets must be clearly separated on the statement.
In addition, the statement must indicate that such externally held assets: are included on the statement solely
as a service to the customer, are not covered by SIPC, and that information is derived from the customer or
other external source for which the member organization is not responsible. This interpretation is not intended
to cover assets (e.g., stocks or mutual funds) to which the member organization has access that may be held
at a depository or mutual fund.

Logos and Trademarks

As to the use of logos and trademarks, the interpretation provides that where the logo, trademark or
other identification of a person (other than that of the carrying or introducing organization) appears on an
account statement, then the identity of such person and the relationship to the introducing, carrying or
other organization included on the statement must be provided and may not be misleading or confusing to
customers.

One-Year Phase-In

The Exchange is aware that some member organizations may currently distribute combined customer
account statements with summary statements and use third party agents to prepare/distribute account
statements. In order to allow sufficient time for member organizations to make any necessary adjustments
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or changes to existing procedures or account statement forms, a one-year phase-in period will be allowed
for implementation of the interpretation's requirements. We anticipate that many firms will be able to utilize
or modify existing statement formats to comply with the new requirements. The new requirements will be
effective on October 2, 1998.

Any questions concerning this new interpretation may be directed to Patricia Dorilio at (212) 656-2744 or
Mary Anne Furlong at (212) 656-4823.

Salvatore Pallante

Senior Vice President

Attachment

Interpretation Memo

Member Firm Regulation

Number 97-7

December 18, 1997

PLEASE ROUTE TO LEGAL AND/OR COMPLIANCE DEPARTMENTS

TO: Members, Member Organizations And Interpretation Handbook Subscribers

SUBJECT: New Interpretation To Rule 409 (“Statements Of Accounts To Customers”)

The accompanying NYSE INTERPRETATION HANDBOOK material, for inclusion in the “NYSE Rules”
section of the HANDBOOK, is a new interpretation to Exchange Rule 409(a) establishing guidelines
concerning the distribution of “summary” customer account statements and the use of “third party agents” to
prepare and/or distribute customer account statements. The interpretation was approved by the Securities
and Exchange Commission on October 2, 1997, by Release No. 34-39190 and will become effective on
October 2, 1998.

The new interpretation addresses and sets forth certain requirements for the use of summary statements by
member organizations who jointly, with other financial institutions (e.g., banks and investment companies),
formulate and/or distribute to common customers a “summary statement” together with their respective
customer account statements.

The interpretation also establishes Exchange policy regarding use of “third party agents” to prepare and/or
transmit statements of accounts to customers and sets forth certain representations which must be made in
writing by the member organization to the Exchange.

Other new interpretive items address disclosure requirements, assets externally held and use of logos and
trademarks.

See NYSE Information Memo No. 97-56 for additional information on the new interpretation.

                                     Filing Instructions

                                 

Remove Pages                Insert Pages

                                   4105-4106                  4105-4109
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Rule 409 STATEMENTS OF ACCOUNTS TO CUSTOMERS

(a)

/01 Applicability

Compliance with Rule 409(a) and the accuracy of statements of accounts thereunder is the responsibility
of the member organization carrying the customer account for which the statement is required, unless such
responsibility has been allocated to a non-member carrying organization pursuant to an Exchange approved
agreement under Rule 382.

/02 Information To Be Disclosed

Statements of accounts to customers must clearly and prominently disclose on the front of the statement:

1. the identity of the introducing and carrying organization and their respective phone numbers for service 1  ;

2. that the carrying organization is a member of SIPC;

3. the opening and closing balances for the account.

/03 Use of Third Party Agents

Prior to utilizing a “third party agent” to prepare and/or transmit statements of accounts to customers, a
member organization shall represent/undertake in writing to the Exchange that:

1. the third party is acting as agent for the member organization;

2. the member organization retains responsibility for compliance with Rule 409(a);

3. the member organization has developed procedures/controls for reviewing and testing the accuracy of
statements of accounts prepared and/or transmitted by the third party agent;

4. the member organization will retain copies of statements of accounts prepared and/or transmitted by the
third party agent in accordance with applicable books and records requirements.

Allocation of responsibilities for preparation and/or transmission of statements to any person other than a
carrying organization pursuant to an agreement approved by the Exchange in accordance with Rule 382
(Carrying Agreements) shall be deemed to be utilization of a “third party agent”.

An introducing organization that is a provider of services included in a member organization's statements
of accounts may not function as a “third party agent” and may not itself prepare and/or transmit such
statements.

/04 Assets Externally Held and Included on Statements Solely as a Service to Customers

Where a statement of account includes assets that the member organization does not have fiduciary
responsibility for, does not have access to and which are not included on the member organization's books
and records, such assets must be clearly and distinguishably separated on the statement. It must be clearly
indicated on the statement that such externally held assets: are included on the statement solely as a service
to the customer, information (including valuation) is derived from the customer or other external source for
which the member organization is not responsible, and are not covered by SIPC.

/05 Use of Logos, Trademarks, etc.

Where the logo, trademark or other similar identification of a person (other than the carrying or introducing
organization) appears on a customer account statement, the identity of such person(s) and the relationship
to the introducing, carrying or other organization included on the statement must be provided and may not be
utilized in a manner which is misleading or causes customer confusion.
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/06 Use of Summary Statements

Where a member organization carrying a customer's account and another person(s) who separately offers
financial related products/services to the same customer (e.g.,. mutual fund sales/custodial services, banking
products/services, insurance products/services, securities products/services, etc.) seek to jointly formulate
and/or distribute their respective customer account statements together with a statement summarizing or
combining assets held in different accounts, (“summary statement”), the Exchange will require:

1. That the summary statement:

a. indicate that the “summary statement” is provided for informational purposes and includes assets held at
different entities;

b. identify each entity from which information is provided or assets being held are included, their relationship
with each other (e.g., parent, subsidiary or affiliated organization), and their respective functions (introducing/
carrying brokerage firms, fund distributor, banking/insurance product providers, etc.);

c. clearly distinguish between assets held by each entity by way of use of columns, coloring or other distinct
form of demarcation;

d. identify the customer's account number of each entity 2  ;

e. provide a telephone number for customer service at each entity 2  ,

f. disclose which entity carries each of the different assets or categories of assets included on the summary;

g. identify each entity that is a member of SIPC. 3 

2. To the extent that the summary statement aggregates the values of the various accounts summarized
or portions thereof, such aggregation shall be recognizable as having been arithmetically derived from the
separately stated totals or their components.

3. That the beginning and end of each separate statement summary, brokerage, mutual fund, banking,
insurance, etc.) be clearly distinguishable by color, pagination or other distinct form of demarcation.

4. That there be a written agreement between the carrying organization and each other person jointly
formulating and/or distributing its respective customer account statements attesting that each such person
has developed procedures/controls for reviewing and testing the accuracy of its respective statements or any
information included by it on a summary statement.

5. That summary statement shall comply with Rule 409 and all interpretations thereof.

(b)

/01 Standards For Holding Mail For Foreign Customers - Rule 409(b)(2) Waivers

The Exchange will consider written requests from members and member organizations for the implementation
of policies and procedures for the holding of confirmations, statements and broker-dealer financial statements
(“communications”) for foreign customers. Requests for waivers under Rule 409(b) must include the following
representations:

1. that the member or member organization will obtain not less frequently than annually and will retain
(in accordance with SEA Rule 17a-4(b)) a written statement from the customer who has requested such
waiver, that it is not feasible for such customer to make alternative arrangements for the regular receipt of
these communications and that by reason of inefficient local mail services or unstable political climates, the
customer requests that such material temporarily be held on behalf of such customer at the premises of the
member or member organization; and

2. that the member or member organization has written procedures in place for the holding of mail that
include, at a minimum, that:
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a. frequent supervisory review be accorded to any accounts for which waivers of transmissions of
communications have been obtained, with special attention given to discretionary accounts,

b. an annual review of the organization's system shall be conducted by the compliance/internal audit
department or by the person(s) assigned or delegated such responsibility pursuant to Rule 342 (independent
of the branch office) - such review should encompass a reasonable sampling of account documentation and
account activity,

c. a log of such communications will be maintained at the branch or (principal) sales office servicing the
account, which log will note the date of direct transmittal of such communications to the customer and where
sent, and

d. the member or member organization will endeavor to promptly communicate (orally) the substance of the
communications directly to the customer and that a written record is kept of all meetings and conversations,
etc., with the customer. Communications will be furnished to the customer at the earliest possible meeting.

Each foreign customer for whom mail is held is required to state, in writing, that it is not feasible to
make alternative arrangements for the regular receipt of the mail. In this regard, members and member
organizations shall represent to the Exchange that it will take steps to determine that the foreign customer
has no other U.S. location reasonably available for receipt of the communications. In making that
determination, members and member organizations may rely on the customer's statement unless the
member or member organization is on notice of facts to the contrary.

Foreign customer accounts for which mail is held require frequent supervisory review by the member or
member organization, i.e., a higher level of supervision and monitoring than is accorded other accounts.
Additionally, the annual review conducted by the compliance/internal audit department (or other person(s)
delegated such responsibility) must include a determination as to whether all the foreign customer
communications are retained pursuant to written customer instructions.

The foreign customer communications held in accordance with a waiver under 409(b)(2) shall be made
available to the customer for review at all times and at no special cost.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  The SEC has stated that under Securities Exchange Act Rule 15c3-1(a)(2)(iv), certain carrying firms
must issue customer account statements, and the account statements must contain the name and
telephone number of a person at the carrying firm who the customer can contact with inquiries regarding
the account (See SEA Release No. 34-31511, dated November 24, 1992). The phone number of
the carrying organization may appear on the back of the statement. If it does, it must be in "bold" or
"highlighted" letters.

2  Where the customer account number and telephone number for customer service at each entity are
included on each entity's respective customer account statement, such account and telephone numbers
need not be included on the summary statement.

2  Where the customer account number and telephone number for customer service at each entity are
included on each entity's respective customer account statement, such account and telephone numbers
need not be included on the summary statement.

3  See, e.g., SIPC Bylaws (Article II) for possible ways to identify SIPC membership by using SIPC
statements or symbols.
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Market Surveillance

 TO: All Members and Member Organizations

SUBJECT: New Specialist Performance Measure

The Securities and Exchange Commission has approved, on a one-year pilot basis, an Exchange proposal
to add an additional measure to evaluate specialist performance in stabilizing stock price movements in their
specialty stocks.

Specialists are expected to stabilize stock price movements by buying for and selling from their dealer
accounts against the prevailing trend of the market, i.e., to purchase on minus and zero minus ticks, and sell
on plus and zero plus ticks. However, other trades can be seen as not destabilizing. If a specialist purchases
stock on a zero plus tick on the current bid (provided the current bid is below the offer at the time of the
immediately preceding trade), or sells stock on a zero minus tick on the current offer (provided the current
offer is above the bid at the time of the immediately preceding trade), the specialist is not initiating a price
change, but is, rather, adding depth to the market at prices at which transactions have already occurred.
Therefore, these trades will be grouped with the trades within the current definition of stabilization to form an
“adjusted stabilization” measure. The Exchange believes that “adjusted stabilization” is a useful! measure
of specialist performance in that it reflects liquidity added to the market by specialists that is not otherwise
captured by the current definition of stabilization.

The Exchange currently uses several programs to measure specialist performance including (1) specialist
capital utilization, which focuses on a specialist unit's use of its own capital in relation to the total dollar
volume of trading activity in the unit's stocks, (2) the “near neighbor” approach compares the performance
in a stock over “rolling” three-month periods to the performance of stocks with similar trading characteristics
and (3) the standards of acceptable performance specified in Rule 103A. Information on these measures is
supplied to the Allocation Committee for its use in determining the allocation of listing companies.

Adjusted stabilization rate information will be added to the information supplied to the Allocation Committee
to assist it in assessing the value added by specialists to the depth and liquidity of stocks they currently
trade. The pilot will be implemented after necessary system changes are completed to compute the adjusted
stabilization rate.

Questions concerning any matter discussed in this Information Memo may be directed to Agnes Gautier at
(212) 656-4608 or Rick Kaplin at (212) 656-6755.

Robert J. McSweeney

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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December 12, 1997

  

Market Surveillance

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT : Special Stock Lists (Imbalance Publication) for December 19, 1997, Expiration Friday

December 19, 1997 is an expiration trade date.

An expiration day is a trading day prior to the expiration of index-related derivative products (futures, options
or options on futures), whose settlement pricing is based upon opening or closing prices on the Exchange, as
identified by a qualified clearing corporation (e.g., the Options Clearing Corporation).

Twelve of the expiration days are expiration Fridays, which fall on the third Friday in every month. If that
Friday is an Exchange holiday, there will be an expiration Thursday in such a month.

SPECIAL STOCK LISTS.—IMBALANCE PUBLICATION

The Exchange has identified certain stocks which will, on expiration days, follow mandatory procedures
related to the dissemination of market order imbalances before the opening and/or the dissemination of MOC
imbalances prior to the close, as soon as practicable after 3:40 p.m.

The high-capitalized stock list consists of the fifty most highly capitalized stocks in the S&P 500 Index, plus
any Major Market Index stocks not included among those fifty stocks. The mid-capitalized stock list consists
of the ten most highly capitalized stocks in the S&P MidCap 400 Index. The special stock lists applicable to
December 19, 1997 are attached for your reference.

MANDATORY EXPIRATION DAY PROCEDURES

In summary, in relation to the opening, stocks on the high-capitalized stock list and mid-capitalized stock list
must follow procedures related to the publication of market order imbalances at the appointed time, 9:00 a.m.
In relation to the close, only the stocks on the high-capitalized stock list must follow procedures related to the
publication of MOC imbalances as soon as practicable after the MOC cutoff time of 3:40 p.m. Also, pursuant
to Information Memo 95-21, any stock being dropped from or added to an index must publish an MOC status
as soon as practicable after 3:40 p.m., as may any stock with Floor Official approval.

PRINTING THE CLOSE

Specialists are reminded to print the closing transaction as outlined in Rule 116.40, which requires
that any MOC imbalance must be printed against the bid or offer as appropriate followed by a second
print of the MOC paired amount, if any, which should be marked as “stopped stock”. (This is the
case even if the MOC imbalance fills all “book” and Crowd interest, and regardless of whether or not
specialist participation is included.) If there is no imbalance, the paired amount should be printed at
the last sale price as “stopped stock.”

Complete discussion of auxiliary opening procedures and procedures for handling market-on-close (MOC)
orders on expiration days appears in Information Memo 96-34, which was published on November 8, 1996.
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In addition, a complete discussion for handling limit-at-the-close (LOC) orders on expiration days appears in
Information Memo 97-25 which was published on May 13, 1997.

If you have any questions, you may direct them to David Fisch (212) 656-6769 or Carol Krusik (212)
656-4597.

_______________________________

Robert J. McSweeney

Senior Vice President

Attachments

High-Capitalized Stock List - December 19, 1997, Expiration Friday

ABT             ABBOTT LABORATORIES

AHP             AMERICAN HOME PRODUCTS CORPORATION

AIG             AMERICAN INTERNATIONAL GROUP INC.

AIT             AMERITECH CORP.

ALL             ALLSTATE CORP.

AN              AMOCO CORPORATION

AXP             AMERICAN EXPRESS COMPANY

BA              BOEING COMPANY

BAC             BANKAMERICA CORPORATION

BEL             BELL ATLANTIC CORP.

BLS             BELLSOUTH CORPORATION
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BMY             BRISTOL MYERS SQUIBB COMPANY

CCI             CITICORP

CHV             CHEVRON CORPORATION

CMB             CHASE MANHATTAN CORP.

CPQ             COMPAQ COMPUTER CORP.

DD              DU PONT COMPANY

DIS             WALT DISNEY COMPANY

DOW             DOW CHEMICAL COMPANY

EK              EASTMAN KODAK COMPANY

F               FORD MOTOR COMPANY

FNM             FEDERAL NATIONAL MORTGAGE ASSOCIATION

G               GILLETTE COMPANY

GE              GENERAL ELECTRIC COMPANY

GM              GENERAL MOTORS CORPORATION

GTE             GTE CORPORATION

HD              HOME DEPOT INC.
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HWP             HEWLETT-PACKARD COMPANY

IBM             INTERNATIONAL BUSINESS MACHINES CORP.

IP              INTERNATIONAL PAPER COMPANY

JNJ             JOHNSON AND JOHNSON

KO              COCA-COLA COMPANY

LLY             ELI LILLY AND COMPANY

LU              LUCENT TECHNOLOGIES INC.

MCD             MCDONALDS CORPORATION

MMM             MINNESOTA MINING AND MANUFACTURING

MO              PHILIP MORRIS COS. INC.

MOB             MOBIL CORPORATION

MOT             MOTOROLA INC.

MRK             MERCK AND COMPANY INC.

*MWD            MORGAN STANLEY, DEAN WITTER, DISCOVER & CO.

NB              NATIONSBANK CORP.

PEP             PEPSICO INC.
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PFE             PFIZER INC.

PG              PROCTER AND GAMBLE COMPANY

RD              ROYAL DUTCH PETROLEUM COMPANY

S               SEARS ROEBUCK AND CO.

SBC             SOUTHWESTERN BELL CORPORATION

SGP             SCHERING PLOUGH CORP.

SLB             SCHLUMBERGER LTD

T               AMERICAN TELEPHONE AND TELEGRAPH

TRV             TRAVELERS GROUP INC.

UN              UNILEVER NV

WMT             WAL-MART STORES INC.

XON             EXXON CORPORATION

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of December 5, 1997
and the 20 Major Market Index stocks. The indicated (*) stock has been added to the list. WLA has been
deleted.

Mid-Capitalized Stock List - December 19, 1997 Expiration Friday

 AES            AES CORPORATION (THE)

 AFL            AFLAC INC.
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 AOL            AMERICA ONLINE INC.

 BEN            FRANKLIN RESOURCES INC.

 CCE            COCA-COLA ENTERPRISES INC.

 *CF            CRESTAR FINANCIAL CORP.

 *FOA           FIRST OF AMERICA BANCORPORATION INC.

 MTL            MERCANTILE BANCORPORATION INC.

 SUB            SUMMIT BANCORP INC.

 UW             USA WASTE SERVICES INC.

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of December
5, 1997. The indicated (*) stocks have been added to the list. ESV and OMC have been deleted.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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November 21, 1997

  

Member Firm Regulation

 TO: All MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER AND LEGAL AND COMPLIANCE
DEPARTMENTS

SUBJECT: EXCHANGE GUIDELINES ON GIFTS AND ENTERTAINMENT

This Information Memo sets forth the recently-adopted Exchange “Guidelines on Gifts and Entertainment that
is applicable to all Exchange employees. A copy of the guidelines is attached as Exhibit A.

The guidelines generally prohibit most Exchange employees from accepting gifts and gratuities from
members, allied members and member organizations. Limited exceptions are provided for Exchange Trading
Floor employees in the Floor Operations Department (below the level of director), who may accept usual and
customary gratuities, not in excess of $50 per year, from a member, allied member or member organization
provided that the member, allied member or member organization properly records and reports the gratuity
to the Exchange. Please note that any such gratuities from a member organization, its partners, officers or
employees must be aggregated in calculating the $50 limitation. An exception is also provided for Exchange
employees in service provider roles to the Trading Floor, such as coatroom and washroom attendants, who
may accept usual and customary gratuities commensurate with the particular services provided. No reporting
obligation attaches to this last exception.

The Exchange also will be filing amendments to Rule 350 with the Securities and Exchange Commission
which, subject to the same exceptions, will prohibit members, member organizations and allied members
from giving gifts to Exchange employees. The proposed amendments will not be effective until the SEC has
approved the rule filing.

However, Exchange employees are immediately subject to the guidelines. Therefore, in view of the
approaching holiday season, it is important that you make your personnel aware of the guidelines
immediately. Otherwise efforts by your personnel to use traditional holiday gifts to convey the season's
greetings to Exchange employees will place Exchange employees in the embarrassing position of having to
return items and to make the necessary disclosure required by the Exchange's guidelines.

Questions concerning this Information Memo may be directed to Mary Anne Furlong at 212-656-4823 or
Patricia Dorilio at 212-656-2744.

_______________________________

Salvatore Pallante

Senior Vice President

Attachment

EXHIBIT A

GUIDELINES ON GIFTS AND ENTERTAINMENT

The “Conflicts of Interest” section of the Exchange's Statement of Business Conduct and Ethics states:
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“At all times when acting on behalf of the Exchange, all employees are expected to act in the interest of the
Exchange, without favor or preference based on possible direct or indirect personal gain. The Exchange
expects that no employee will knowingly place himself or herself in a position that would have the appearance
of being, or could be construed to be, in conflict with the interests of the Exchange.”

In furtherance of these expectations.—and not in place of them.—the Exchange has adopted these”
Guidelines on Gifts and Entertainment” (“Guidelines”) as part of the Statement of Business Conduct and
Ethics (“Statement”). These Guidelines generally prohibit the receipt of gifts and gratuities, including finder's
fees, from “Interested Persons,” and regulate the acceptance of meals and entertainment from them.

An “Interested Person” is any present or prospective:

•Member or member organization,

•Listed company,

•Other customer or vendor of the Exchange,

•Arbitrator or hearing panel member, or any party to a pending arbitration or disciplinary proceeding, or
witness of any party,

•Partner, officer or employee of any of the above-listed persons or organizations, or

•External adviser (e.g., public relations firm, accounting firm, management consulting firm, investment bank or
law firm) acting on behalf of any of the above-listed persons or organizations.

Family Members

The reference in the above excerpt from the Statement to “possible direct and indirect personal gain” includes
personal gain through family members. These Guidelines do not require employees to obtain approval for
family member activities or to report them.

However, no family member of an employee may receive gifts, gratuities, meals or entertainment from
Interested Persons that the employee could not receive directly under these Guidelines unless the family
member's receipt is independent of the employee's job at the Exchange.

Employees should also bear in mind that other parts of the Statement and certain Departmental policies
require disclosure of family-member activities that might be perceived as giving rise to conflicts of interest.

Gifts and Gratuities

•Except as stated below, Exchange employees may not accept any gratuity (including any “finder's fee”) or
gift - whether cash or otherwise, and regardless of value.—from any Interested Person.

•Employees may accept promotional gifts (but not cash) of nominal value offered in connection with either
Exchange-sponsored events (e.g., listing ceremonies) or promotions by Interested Persons. Examples of
acceptable items are paperback diaries and calendars, pencils and pens, tee shirts, key chains, coffee mugs
and baseball caps. Employees should direct questions about specific items to their Divisional Senior Vice
President (or officer of higher rank).

Employees in “service-provider” roles related to the Trading Floor (e.g., coatroom and washroom attendants)
may accept usual and customary gratuities commensurate with the particular services provided.

•Trading Floor employees in the Floor Operations Department below the level of Director may accept
usual and customary gratuities. However, no such employee may accept more than $50 per year from any
particular Interested Person.

•Employees must report to his or her Senior Vice President (or officer of higher rank) in writing attempts by
Interested Persons to give them gifts, gratuities and finder's fees in violation of these Guidelines.

Meals and Entertainment
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•Exchange employees may accept breakfast or lunch on business days from an Interested Person if the meal
is offered in the ordinary course of business. Such meals do not require approval. However, the employee
must promptly report the meal to his or her Divisional Senior Vice President (or officer of higher rank) in
writing.

•From time to time, operations/clerical employees in the Floor Operations Department may accept from
Interested Persons meals and non-alcoholic beverages during normal business hours.

•An employee below the level of Senior Vice President must seek approval in advance from his or her
Divisional Senior Vice President (or officer of higher rank) before:

• Accepting dinner, a weekend meal or a holiday meal from any Interested Person, or

• Attending any party, social event, sports event, theater performance or other entertainment sponsored by or
paid for by any Interested Person.

Officers who are not required to seek approval of meals or entertainment, and other employees for whom
circumstances make it impracticable to obtain approval in advance, must report the meal or entertainment
promptly after the fact to his or her Divisional Senior Vice President (or officer of higher rank) in writing.

•No employee may accept from any Interested Person tickets or invitations to any sporting event, social
event, theater performance or other entertainment when the prospective host will not be present at the event
with the employee.

•Employees in the Regulatory Group, purchasing agents, and certain employees in other Divisions and
Departments must comply with more stringent requirements stated in Group, Divisional or Departmental
policies.

Standards and Procedures

•No officer shall grant an approval under these Guidelines, or accept any meal or entertainment from an
Interested Person, unless he or she determines that the meal or entertainment serves a valid business
purpose and that the proposed conduct is consistent with the “Conflicts of Interest” and other provisions of the
Statement. An officer should consult with the senior Human Resources officer if he or she has any question
about the propriety either of any request for an approval or of his or her personal acceptance of a meal or
entertainment.

•Officers must make a record of each approval contemporaneously. Officers must maintain approval records
and employee reports for five years.

•Officers and employees must use formats and processes approved by the Human Resources Division for
recording approvals and reporting meals and entertainment.

Exceptions and Waivers

•These Guidelines do not apply to meals and entertainment that are part of a charitable event or that an
Interested Person hosts for attendees at a conference, seminar, meeting or similar event sponsored by an
industry association, group or committee.

•Acceptance of meals, travel, or hotel accommodations in connection with bona fide employment pursuits
does not violate these Guidelines and does not require approval or reporting, provided that such acceptance
is otherwise consistent with the “Conflicts of Interest” and other provisions of the Statement and with
Departmental policies designed to assure that an employee considering employment with an Interested
Person does not work on matters involving the Interested Person.

•In place of case-by-case approvals, Group Executive Vice Presidents, and the Chairman in case of
Departments that are not part of Groups, may grant “standing approvals” for types of meals and events
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expected to arise frequently in the ordinary course of the business of the Group or Department. Such
“standing approvals” must be in writing and filed with the Human Resources Division.

•The Chairman may waive specific provisions of these Guidelines in a particular instance. Normally, request
for such waivers shall be made through the senior Human Resources officer, who shall make and maintain a
record of each waiver.

An employee should report any actual or attempted violation of these Guidelines to his or her Divisional
Senior Vice President (or officer of higher rank) or, if the circumstances warrant, to the senior Human
Resources officer, the General Counsel or the Chairman.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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November 14, 1997

  

Market Surveillance

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT : Special Stock Lists (Imbalance Publication) for November 21, 1997, Expiration Friday

November 21, 1997 is an expiration trade date.

An expiration day is a trading day prior to the expiration of index-related derivative products (futures, options
or options on futures), whose settlement pricing is based upon opening or closing prices on the Exchange, as
identified by a qualified clearing corporation (e.g., the Options Clearing Corporation).

Twelve of the expiration days are expiration Fridays, which fall on the third Friday in every month. If that
Friday is an Exchange holiday, there will be an expiration Thursday in such a month.

SPECIAL STOCK LISTS.—IMBALANCE PUBLICATION

The Exchange has identified certain stocks which will, on expiration days, follow mandatory procedures
related to the dissemination of market order imbalances before the opening and/or the dissemination of MOC
imbalances prior to the close, as soon as practicable after 3:40 p.m.

The high-capitalized stock list consists of the fifty most highly capitalized stocks in the S&P 500 Index, plus
any Major Market Index stocks not included among those fifty stocks. The mid-capitalized stock list consists
of the ten most highly capitalized stocks in the S&P MidCap 400 Index. The special stock lists applicable to
November 21, 1997 are attached for your reference.

MANDATORY EXPIRATION DAY PROCEDURES

In summary, in relation to the opening, stocks on the high-capitalized stock list and mid-capitalized stock list
must follow procedures related to the publication of market order imbalances at the appointed time, 9:00 a.m.
In relation to the close, only the stocks on the high-capitalized stock list must follow procedures related to the
publication of MOC imbalances as soon as practicable after the MOC cutoff time of 3:40 p.m. Also, pursuant
to Information Memo 95-21, any stock being dropped from or added to an index must publish an MOC status
as soon as practicable after 3:40 p.m., as may any stock with Floor Official approval.

PRINTING THE CLOSE

Specialists are reminded to print the closing transaction as outlined in Rule 116.40, which requires
that any MOC imbalance must be printed against the bid or offer as appropriate followed by a second
print of the MOC paired amount, if any, which should be marked as “stopped stock”. (This is the
case even if the MOC imbalance fills all “book” and Crowd interest, and regardless of whether or not
specialist participation is included.) If there is no imbalance, the paired amount should be printed at
the last sale price as “stopped stock.”

Complete discussion of auxiliary opening procedures and procedures for handling market-on-close (MOC)
orders on expiration days appears in Information Memo 96-34, which was published on November 8, 1996.
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In addition, a complete discussion for handling limit-at-the-close (LOC) orders on expiration days appears in
Information Memo 97-25 which was published on May 13, 1997.

If you have any questions, you may direct them to David Fisch (212) 656-6769 or Carol Krusik (212)
656-4597.

_______________________________

Robert J. McSweeney

Senior Vice President

Attachments

High-Capitalized Stock List - November 21, 1997, Expiration Friday

ABT             ABBOTT LABORATORIES

AHP             AMERICAN HOME PRODUCTS CORPORATION

AIG             AMERICAN INTERNATIONAL GROUP INC.

AIT             AMERITECH CORP.

ALL             ALLSTATE CORP.

AN              AMOCO CORPORATION

AXP             AMERICAN EXPRESS COMPANY

BA              BOEING COMPANY

BAC             BANKAMERICA CORPORATION

BEL             BELL ATLANTIC CORP.

BLS             BELLSOUTH CORPORATION
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BMY             BRISTOL MYERS SQUIBB COMPANY

CCI             CITICORP

CHV             CHEVRON CORPORATION

CMB             CHASE MANHATTAN CORP.

CPQ             COMPAQ COMPUTER CORP.

DD              DU PONT COMPANY

DIS             WALT DISNEY COMPANY

DOW             DOW CHEMICAL COMPANY

EK              EASTMAN KODAK COMPANY

F               FORD MOTOR COMPANY

FNM             FEDERAL NATIONAL MORTGAGE ASSOCIATION

G               GILLETTE COMPANY

GE              GENERAL ELECTRIC COMPANY

GM              GENERAL MOTORS CORPORATION

GTE             GTE CORPORATION

HD              HOME DEPOT INC.
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HWP             HEWLETT-PACKARD COMPANY

IBM             INTERNATIONAL BUSINESS MACHINES CORP.

IP              INTERNATIONAL PAPER COMPANY

JNJ             JOHNSON AND JOHNSON

KO              COCA-COLA COMPANY

LLY             ELI LILLY AND COMPANY

LU              LUCENT TECHNOLOGIES INC.

MCD             MCDONALDS CORPORATION

MMM             MINNESOTA MINING AND MANUFACTURING

MO              PHILIP MORRIS COS. INC.

MOB             MOBIL CORPORATION

MOT             MOTOROLA INC.

MRK             MERCK AND COMPANY INC.

NB              NATIONSBANK CORP.

PEP             PEPSICO INC.

PFE             PFIZER INC.
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PG              PROCTER AND GAMBLE COMPANY

RD              ROYAL DUTCH PETROLEUM COMPANY

S               SEARS ROEBUCK AND CO.

SBC             SOUTHWESTERN BELL CORPORATION

SGP             SCHERING PLOUGH CORP.

SLB             SCHLUMBERGER LTD

T               AMERICAN TELEPHONE AND TELEGRAPH

TRV             TRAVELERS GROUP INC.

UN              UNILEVER NV

WLA             WARNER LAMBERT CO.

WMT             WAL-MART STORES INC.

XON             EXXON CORPORATION

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of November 7,
1997 and the 20 Major Market Index stocks. There is no change to the list compared to the October, 1997
expiration Friday.

Mid-Capitalized Stock List - November 21, 1997 Expiration Friday

 AES            AES CORPORATION (THE)

 AFL            AFLAC INC.
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 AOL            AMERICA ONLINE INC.

 BEN            FRANKLIN RESOURCES INC.

 CCE            COCA-COLA ENTERPRISES INC.

 *ESV           ENSCO INTERNATIONAL INCORPORATED

 MTL            MERCANTILE BANCORPORATION INC.

 OMC            OMNICOM GROUP INC.

 SUB            SUMMIT BANCORP INC.

 UW             USA WASTE SERVICES INC.

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of November
7, 1997. The indicated (*) stock has been added to the list. GLM has been deleted.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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October 30, 1997

  

Market Surveillance

 TO: All Members and Member Organizations/Chief Operating Officers

SUBJECT: Amendments to Rule 79A

The Securities and Exchange Commission (“SEC”) has approved amendments to NYSE Rule 79A. These
amendments (attached as Exhibit A) conform Rule 79A with the order execution requirements of Rule
11Ac1-4 under the Securities Exchange Act of 1934 (the “Display Rule”), as well as incorporate certain SEC
interpretations of the rule. The SEC's rule requires specialists to display the price and full size of customer
limit orders that would improve the bid or offer in a security no later than 30 seconds after receiving them.

Rule 79A.10, which required members to represent a limit order which is better than the current quote when
requested to do so by the customer, has been amended to apply only to Floor brokers. Therefore, brokers
may continue to use brokerage judgment in representing an order for a customer, unless otherwise requested
by the customer.

A new section, .15, has been added to Rule 79A which applies only to specialists. Rule 79A.15 provides that,
upon receipt of a customer limit order, a specialist must “immediately” (i.e., as soon as practicable, which
under normal market conditions means no later than 30 seconds from time of receipt) publish a bid or offer
that reflects:

(i) the price and full size of the order, if it is at a price that would improve the bid or offer in the subject
security; and

(ii) the full size of the order, if it is priced at the same price as the current bid or offer in the subject security,
and the current bid or offer is equal to the national best bid or offer. The specialist would not, however, be
required to add size to the prevailing bid or offer if the size of the customer's limit order represents a de
minimis increase (i.e., 10% or less) over the size of the prevailing bid or offer.

Requirements for specialists to display customer limit orders do not apply to the following:

(i) an order that is executed upon receipt;

(ii) an order placed by a customer who has expressly requested (either at the time the order is placed, or in
advance, pursuant to an individually negotiated agreement) that the order not be displayed;

(iii) an odd-lot order;

(iv) an order that is immediately delivered to an exchange or association-sponsored system, or electronic
communications network (“ECN”) that complies with the ECN display alternative of the Quote Rule (SEC Rule
11Ac1-1(c)(5)(ii));

(v) an order that is immediately delivered to another exchange member or OTC market maker that complies
with the Display Rule (SEC Rule 11Ac1-4);

(vi) an “all or none” order;

(vii) a “too-marketable” limit order, if the specialist is seeking to confirm the accuracy of the limit price; or,

(viii) an order that is being handled in compliance with Exchange procedures regarding block crosses at
significant premiums or discounts from the last sale. (See Information Memo No. 94-32; August 9, 1994.)

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

1063

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P97-51%2909013e2c855b32b4?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE79A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE79A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE79A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE79A.10/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE79A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE79A.15/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/94-32/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


In approving the Exchange's Rules, the SEC noted that specialists and market makers should use caution
in relying on automated systems to comply with the requirements of the Commission's Display Rule. The
Commission stated that, while systems that ensure display of customer limit orders no later than 30 seconds
after receipt are not inappropriate, specialists that routinely allow such a system to display customer limit
orders at the 30th second after receipt would not be deemed to be in compliance with the Display Rule's
requirement for immediate display.

Questions concerning these amendments may be directed to Brian McNamara (212) 656-7086 or Arnold
Kotler (212) 656-6543.

_______________________________

Robert J. McSweeney

Senior Vice President

Attachment

EXHIBIT A

Additions Underscored Deletions [bracketed]

Rule 79A Miscellaneous Requirements on Stock and Bond Market Procedures

.10 Request to make better bid or offer. When any [member] Floor broker does not bid or offer at the limit
of an order which is better than the currently quoted price in the security and is requested by his principal to
bid or offer at such limit, he shall do so.

.15 With respect to limit orders received by specialists, each specialist shall publish immediately ( i.e ., as
soon as practicable, which under normal market conditions means no later than 30 seconds from time of
receipt.) a bid or offer that reflects:

(i) the price and full size of each customer limit order that is at a price that would improve the specialist's bid
or offer in such security; and

(ii) the full size of each limit order that

(A) is priced equal to the specialist's bid or offer for such security;

(B) is priced equal to the national best bid or offer; and

(C) represents more than a de minimis change ( i.e., more than 10 percent) in relation to the size associated
with the Exchange's bid or offer.

The requirements with respect to specialists' display of limit orders shall not apply to any customer limit order
that is:

(1) executed upon receipt of the order;

(2) placed by a customer who expressly requests, either at the time the order is placed or prior thereto
pursuant to an individually negotiated agreement with respect to such customer's orders. that the order not be
displayed;

(3) an odd-lot order;

(4) delivered immediately upon receipt to an exchange or association-sponsored system or an electronic
communications network that complies with the requirements of Securities and Exchange Commission Rule
11Ac-1(c)(5)(ii) under the Securities Exchange Act with respect to that order;

(5) delivered immediately upon receipt to another exchange member or over-the-counter market maker that
complies with the requirements of Securities and Exchange Commission Rule 11Ac1-4 under the Securities
Exchange Act with respect to that order;

(6) an “all or none” order;
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(7) a limit order to buy at a price significantly above the current offer or a limit order to sell at a price
significantly below the current bid that is handled in compliance with Exchange procedures regarding such
orders, (“too marketable limit orders”); or

(8) an order that is handled in compliance with Exchange procedures regarding block crosses at significant
premiums or discounts from the last sale.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 97-50

Click to open document in a browser

October 15, 1997

  

Member Firm Regulation

 PLEASE ROUTE TO TRAINING, COMPLIANCE/LEGAL AND REGISTRATION DEPARTMENTS.

TO: Members and Member Organizations

ATTENTION: Managing Partners/Chief Executive Officers/Branch Managers and Training and Human
Resources Directors

SUBJECT: Continuing Education Firm Element Practices and Council Commentary

Exchange Rule 345A (Continuing Education for Registered Persons) requires members and member
organizations to maintain a continuing and current training program specifically tailored to their business for
registered persons who have direct contact with customers and their immediate supervisors. That training,
the Firm Element of the Securities Industry Continuing Education Program, must be evaluated and updated at
least annually.

The Securities Industry/Regulatory Council on Continuing Education, of which the Exchange is a member,
has developed a document that illustrates different approaches broker-dealer firms have taken in conducting
training needs analyses and developing and implementing training plans to fulfill Firm Element requirements
under the continuing education rules. The document, Firm Element Practices and Council Commentary,
provides excerpts of needs analyses and training plans from eight broker-dealer firms of various sizes and
types and includes commentary from the Council to highlight strong and weak aspects of the plans. A copy of
the document is attached.

While the analyses, plans, and comments contained in the commentary are intended to be helpful for
developing meaningful Firm Element programs, member organizations should not construe them as
constituting a “safe harbor” with respect to compliance with the rule. Each member organization has unique
characteristics and needs that must be addressed in its own Firm Element training plan, review of the
commentary should provide firms with ideas and approaches that may be useful in achieving a successful
and beneficial continuing education program.

Please direct questions about the Firm Element Practices and Council Commentary to Christian Billet at
212-656-2156 or JoEllen Carlson at 212-656-2555.

____________________

Salvatore Pallante

Senior Vice President

Attachment

1997

                 

The Securities Industry Continuing Education Program
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Examples of Firm Element Practices and Council Commentary

             

Securities Industry/Regulatory Council on Continuing Education

Diane Anderson                                           Claire P. McGrath

Vice President, Examination Department                   Vice President & Special Counsel
 Derivative

Philadelphia Stock Exchange                              Securities

                                                         Division American Stock Exchange

Richard A. Austin                                        Frank J. McAuliffe

Branch Manager and Partner                               Vice President, Testing and
 Continuing Education

J.C. Bradford & Co.                                      NASD Regulation, Inc.

Mary L. Bender                                           Loretta J. Rollins

Senior Vice President, Division of Regulatory Services   Director of Professional
 Qualifications

Chicago Board Options Exchange                           Municipal Securities Rulemaking
 Board

Mary Alice Brophy                                        John F. (Jim) Settel
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Formerly Senior Vice President & Director of             Senior Vice President &
 Corporate Ethics Officer

Compliance                                               (Retired)

Dain Bosworth Incorporated                               Prudential Securities, Inc.

Ronald E. Buesinger                                      Ruth E. Smith

Senior Vice President & Corporate Secretary (Retired)    Senior Vice President

A.G. Edwards & Sons, Inc.                                Chase Securities of Texas, Inc.

David A. DeMuro                                          Lois Towers

Senior Vice President, Senior Regulatory Counsel         Vice President, Special Products

Lehman Brothers Inc.                                     Charles Schwab & Co., Inc.

M. Anthony Greene                                        Donald van Weezel

President                                                Managing Director, Regulatory
 Affairs

Investment Management & Research, Inc.                   New York Stock Exchange

Dennis C. Hensley                                        Robert H. Watts

Managing Director, Associate General Counsel & Head      Senior Vice President & Chief
 Compliance Officer
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of Compliance                                            John Hancock Mutual Life
 Insurance Co.

J.P. Morgan & Co. Incorporated

Richard L. Hinton                                        Gail T. P. Wickes

President                                                Senior Vice President & Director
 of Strategic

Campbell, Waterman Inc.                                  Initiatives

                                                         PaineWebber Incorporated
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Introduction

Foreword

Examples of Firm Element Practices and Council Commentary

The securities industry achieved a milestone on July 1, 1995, when it implemented the Securities Industry
Continuing Education (Program). The Program was the result of more than two years of cooperative effort
among industry firms and self-regulatory organizations (SROs) represented by the Securities Industry/
Regulatory Council on Continuing Education (the Council). The Council comprises 13 individuals from
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broker/dealers and six from SROs. Industry representatives are selected to maintain representation from a
broad cross-section of firms. Both the Securities and Exchange Commission (SEC) and the North American
Securities Administrators Association (NASAA) have staff liaisons assigned to the Council. The Council
facilitates industry/regulatory coordination of the Program's administration and its future development.

The Securities Industry Continuing Education Program is designed to keep industry participants up to date
on products, services, and rules through two components: the Regulatory Element and the Firm Element.
The Regulatory Element is comprised of computer-based training dealing primarily with general compliance
issues, regulations, and sales practices. Industry committees meet quarterly to develop and review the
content of the Regulatory Element to ensure that it is relevant and current.

The Firm Element recognizes the need financial professionals have for continuing education regarding the
specific products, services, and strategies offered by firms to investors as well as the rules related thereto.
The Firm Element requires that firms conduct an annual analysis of continuing education training needs,
formulate a written training plan to deliver programs that address those needs, implement the plan, and
document that implementation. Although the Firm Element is specific about the required process, it allows
each firm the flexibility to design a plan that meets its specific needs.

The Council published Guidelines For Firm Element Training 1   in March 1995 and an update in October
1996 in order to help firms better understand how to meet the requirements of the Firm Element.

At this time, the Council believes it may be helpful to the industry to share work undertaken by a number
of firms on Firm Element plans and, therefore, is publishing this first edition of Examples of Firm Element
Practices and Council Commentary (Firm Element Practices). The Council's commentary, which is printed in
boxes within the text of the plans, highlights both strong and weak aspects of the plans.

Because each firm has unique needs and characteristics, it is unlikely that any firm's needs analysis or
training plan or one presented in Firm Element Practices could be directly and effectively implemented in
another firm. Firm Element Practices includes examples of plans that may or may not meet the requirements
of the Firm Element. These examples do not provide a “safe harbor” with respect to the Firm Element
requirements. They are not models and should not be copied. Furthermore, these plan examples are
presented “as is” with minimal editing in order to maintain the integrity and original form of the information.
Therefore, style, grammar, and usage may vary among the plans.

The Council believes that a critical component of an effective Firm Element process and the transition through
the needs analysis, written plan, implementation, evaluation, and feedback is the enthusiastic support and
encouragement of a firm's senior management. Where a firm's senior management is solidly committed to
continuing education, there is little doubt that appropriate resources will be committed, covered persons will
participate in the firm's training programs, and the firm's training programs will improve year after year.

The documents included in Firm Element Practices are firms' initial efforts to address the Firm Element. As
firms develop and enhance ideas and techniques to meet Firm Element requirements, the Council will issue
updates of Firm Element Practices to share this information with firms.

THE REQUIREMENTS AND CHALLENGES OF THE FIRM ELEMENT

The language of the Firm Element requirements contained in the continuing education rules of the securities
industry SROs is straightforward. The Firm Element rules require that individual securities firms “… maintain
a continuing and current education program for its covered registered persons to enhance their securities

knowledge, skill and professionalism.” 2   Covered registered persons are those who deal with customers
in conducting the firm's securities sales, trading, and investment banking activities, and the immediate
supervisors of these employees. An annual analysis of the firm's training needs in relation to its customer
demographics and product lines must be undertaken to determine the subject areas and resulting content
for the firm's continuing education program. Firms must also prepare a written training plan and document its
execution by maintaining records of both the training content and participation by its covered persons. The
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Guidelines For Firm Element Training provides a “road map” toward complying with the Firm Element, by
identifying these milestones:

The Needs Analysis

The first steps begin with an analysis of the firm's training needs. The needs analysis determines continuing
education training issues for the firm and forms the basis for training priorities and the written training plan.
The process includes gathering, then analyzing firm-specific information. Steps in the process are illustrated
below with examples of components that could be considered in that step.

Step One.—Gathering and Correlating Information

Identify:

• Products and services the firm offers its customers.

• Covered job functions at the firm.

• Covered persons who perform those functions.

Step Two.—Identifying Training Topics

Identify training needs by considering the following:

Legal and Regulatory Developments

New rules, regulations, significant enforcement actions or litigation, or new firm policies related to these
events.

Complaints, Arbitration, and Litigation

Customer complaints or legal actions entered against the firm that may be indicative of recurring problems or
trends

Terminations for Cause and Internal Disciplinary Actions

Problems, trends, or significant issues.

New Products and Services

Additions to the firm's product lines or changes to a firm's agreement with an SRO that permits expansion of a
firm's activities.

Marketing Strategies

Changes in sales or marketing strategies of existing products and services that may precipitate new suitability
or regulatory issues.

Economic Conditions and Market Environment

Effects of changes in market conditions on products or services.

Regulatory Sources

Regulatory reviews, investigations, and disciplinary actions involving the firm and its agents.

Broad-based comments or findings by industry regulators, including any suggestions developed and
disseminated.
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Aggregate quarterly performance of the firm in the Regulatory Element.

Internal Input and Feedback

Feedback and evaluations from existing training programs and materials.

Input on issues from sources such as the firm's compliance, legal, internal audit, trading, and operations
departments.

Input from management and registered personnel using surveys, interviews, focus groups, etc., as to
perceived training needs.

Analyses of performance reviews, internal disciplinary actions, and business plans to identify training needs
for individuals or groups within the firm.

Step Three.—Determining Training Objectives

Prioritize:

• Needs on the basis of business initiatives and primary regulatory and compliance issues in order to define
specific training objectives.

Connect:

• Training objectives and groups within the firm. Training objectives may be universal, i.e., applicable to the
entire firm, or specific to certain groups or individuals.

Determine:

• Specific training goals for each training objective.

Articulate:

• The training goals in the written training plan.

Suggestions for an Effective Needs Analysis

Avoid being too general. The needs analysis should address the firm's specific business lines and
demographics, analyzing the data collected and defining the training issues that will form the basis for the
written training plan.

The experience of many firms to date is that a thorough needs analysis produces a list of needs that must be
carefully prioritized in order to produce a workable training plan. The process of identifying training priorities
should be carefully documented and should include who was involved in making the decisions, the basis for
their judgments, and the covered persons (by position, business unit, or individual) for whom specific training
is appropriate.

The Written Training Plan

The written training plan:

• Identifies the person(s) responsible for ensuring that the training plan is implemented in accordance with its
stated scope and objectives.

• Identifies the general objectives and the specific knowledge and skills to be imparted by the programs.

• Addresses topics determined in the needs analysis.

• States specific training needs and programs.

• Links training programs to specific individuals/groups.

• Describes the form or format in which training will be conducted.
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• Establishes a delivery timeframe for training.

• Provides for and captures feedback for the next analysis/plan.

• Is reviewed and updated at least annually.

Suggestions for an Effective Written Plan

Develop a training plan, not a repetition of the needs analysis.

Consider the level of detail appropriate for your firm. A separate plan for each individual is not usually
necessary. Individuals can be addressed as part of a group as well as individually.

Be flexible. Develop a process to review training objectives and modify when necessary.

Establish a clear link from the training needs identified in a firm's needs analysis to the resulting training plan.

The Council noted that many plans do not clearly identify the process by which some training needs were
selected over others. To remedy this problem, a firm should document the decision-making process for
determining the training topics in the firm's annual training plan. This allows a firm to more easily reassess
and amend the training plan as circumstances within the firm or industry change. In developing a training
plan, a firm should thoughtfully set priorities for those topics selected for inclusion and should carefully
document the process and criteria for setting priorities.

Implementation of the Training Plan

Training materials used by the firm may be prepared by the firm or procured from outside sources. In either
case, the training materials:

Must be appropriate for the firm's:

• size;

• scope of business; and

• method of operation.

Must address the products, services, or strategies offered to customers, including:

• general investment features of products, services, or strategies including applicable fees and charges;

• basic factors that determine the value of investment products, services, or strategies;

• associated risk factors, e.g., business risk, interest rate risk, inflation risk, market risk, political risk;

• features that may affect a product's liquidity, taxability, callability, convertibility, and legality for certain
classes of investors;

• suitability for different types of investors, considering their investment objectives and constraints, financial
status, experience, and level of sophistication; and

• applicable regulatory requirements including communications with the public.

Suggestions for Effective Implementation

Identify the individual(s) with overall responsibility for the firm's continuing education program(s) and others to
whom responsibility is delegated.

Ensure the firm's written policies and procedures include the processes followed to meet continuing education
requirements.

Make sure that training programs and materials meet standards for content stipulated in the rules.

When using outside vendors or externally developed training material, make certain the firm retains the
overall responsibility to ensure that the content, delivery, and documentation are appropriate to its Firm
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Element needs. Please note that neither the NASD®, the NYSE, nor any other SRO approves any vendors or
training material.

Educate covered persons and senior management about the importance and value of Firm Element training
as well as the fact that it is mandatory.

Keep records and track progress of participation through your training programs.

Establish a regular schedule of training and monitor progress against the training schedule.

Ask that your firm's Internal Audit Department, Compliance Department, or Compliance Officer periodically
review your firm's compliance with the Firm Element requirements in addition to conducting ongoing reviews
of your Firm Element processes and programs.

Remember:

The annual compliance meeting required under Rule 3010 (a)(7) of the NASD Conduct Rules, while certainly
a part of a firm's Firm Element training, is generally not sufficient to meet all of a firm's obligation under the
Firm Element.

Training focused exclusively on selling skills or prospecting will not meet program requirements.

Some of the training offered in conjunction with the requirements of another industry (such as insurance and
financial planning) may be used to meet Firm Element requirements if it is consistent with the topics identified
in the firm's needs analysis and the specific job functions and training needs of the individual.

Documentation of the Training Plan

Documentation of the Firm Element includes detailed records reflecting how the Firm Element plan was
developed, implemented, administered, and monitored, including:

• All components of the needs analysis, (data sources, participants, methods and materials used, results,
conclusions).

• The Written Training Plan.

• Actual training materials and outlines.

• Records of covered persons' participation in training programs.

• Feedback and evaluation. Training program evaluations are an important resource for the annual needs
analysis.

Rules 17a-3 and 17a-4 of the Securities Exchange Act of 1934 require that Firm Element books and records
must be maintained as part of the firm's books and records.

EXAMPLES OF FIRM ELEMENT PRACTICES

Firm Element training plans from eight different broker/dealers are included in this publication to illustrate the
different approaches various firms have taken to meet the challenges of the Firm Element. The plans are
reproduced as they were written, but some are not reproduced in their entirety because of space constraints.
The firms themselves are not identified, and some data may have been modified to respect the confidentiality
and identity of the firm.

The Council considered a number of ways to make this compilation helpful to readers, and in the end
determined that comments inserted directly in the text would be more valuable than summary analyses at the
beginning or end of each plan. The interspersed commentaries do not address every strength or weakness of
the individual plans, but have been designed to highlight a range of issues that have widespread relevance.
Firms may find it useful to review the plans written by firms that most closely resemble theirs. However, the
experience of Council members indicates that firms may find some of the most useful ideas in the plans of
firms that are quite different in terms of business size and product mix.
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A Small General Securities Broker/Dealer Prepared for 1996

Needs Analysis and Corporate Training Program

In analyzing the training needs of the personnel at the Firm we have looked at the following factors:

1. Firm Demographics

2. Registration of Personnel

3. Product Mix and Risk

4. Sales Force Demographics

5. Other Firm Factors

6. Available Delivery Systems

After reviewing these factors, we have arrived at decisions regarding how the Firm intends to comply with
these new regulations.

FIRM DEMOGRAPHICS

The Firm is a corporation located in [City]. The main office location is at: [Address]. The corporation as
a whole is comprised of four office locations inclusive of the main location. Other offices are located at
[Location].

REGISTRATION OF PERSONNEL

Each office location consists of one Series 7 licensed individual. Each of these Series 7 licensed personnel is
also a licensed insurance agent in [State]. In addition to the Series 7 personnel, the main office location has a
General Securities Principal, and a Financial Operations Principal.

Two of the Series 7 licensed personnel were licensed in 1991 affording them 5 years of experience. The
remaining two Series 7 personnel were licensed in 1989, affording them 7 years of experience. The General
Principal of the firm was licensed in 1989, and the Financial Operations Principal was licensed in 1993. The
overall sales staff then ranges from 5-7 years of sales experience.

PRODUCT MIX AND RISK

Upon review of the products that the Firm sells, it is apparent that we are a very conservative investment firm.
This is not surprising when one considers that we exist in a rural and extremely conservative market. We
looked at areas where we trade extensively. These areas are:

• Blue Chip Equity Securities

• Mutual Funds: Equities

• Mutual Funds: Fixed Income, Tax-Free, etc.

All three of these would be considered trades incurring low risk. This is where the highest concentration of our
trading exists.

Secondly, we examined areas where we trade moderately. These areas are:

• Municipal debt

• Growth Equity Securities

• Growth, small cap, sector mutual funds

In these areas of trading, we incur low risk on the municipal debt, and moderate risk on the growth equity
securities and the growth and small cap mutual funds.
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Thirdly, we have examined areas where we trade in a very limited way. For convenience, I have broken them
out in groups of low risk, medium risk, and high risk trades.

Low Risk

• Certificates of Deposit

• Corporate Debt

• Insurance

Medium Risk

• Low-rated corporate debt

High Risk

• Low-priced securities

• Margin accounts

To summarize, the majority of the firm's trading exists in the low risk areas. The Firm does not engage in the
trading of options or futures. Although we are capable of selling penny stocks, the firm strongly discourages
engaging in such trading.

The needs analysis included a risk assessment that offered an interesting and valuable perspective. To
further enhance the risk assessment, a discussion of revenue by product line and an analysis of customer
suitability by product area would have helped to determine areas of risk both to different types of customers
and to this Firm. Additionally, a chart or table showing the relative amounts of revenue from each product
area would illustrate the Firm's findings more dramatically.

SALES FORCE DEMOGRAPHICS

Experience:

Two of the representatives have 5 years sales experience. Each of these individuals also has an insurance
license with the State which requires 15 hours of continuing education every year. Many of these credits
are attained in the study of annuities. Two representatives have 9 years experience, and both are insurance
licensed with the State as well.

Education:

All four representatives are college educated individuals.

Reviews:

In speaking with the representatives, as well as reviewing their audits, the three areas of common concern
are:

• Low-priced securities

• Corporate Debt

• Margin accounts

All four representatives should be scheduled for the Regulatory Element CEP within the first 18 months of the
program.

OTHER FIRM FACTORS

The Firm itself feels it is important to further train the representatives on the new T+3 schedule. Although this
adjustment has gone without incident thus far, we would like to ensure its continued smoothness.
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We have recently begun using a second clearing firm whose policies and procedures are different from
those [with which] the representatives are familiar. We have already completed four hours. Because of the
market in which we do business, we would like to address the promotion of CMOs by competitive firms.
Our representatives need to increase their understanding of the CMO market in order to better address
competitive products.

The Firm is very small (six registered personnel, including two principals) with a limited product line. As a
result, it has less complex training needs. It identified training needs due to T+3 and a new clearing firm and
the bond market, including CMOs.

The needs analysis fails to consider additional critical factors that include customer complaints, internal and
external disciplinary actions, and new rules relating to products and services currently offered by the Firm.
Even if the Firm has nothing to report in these areas, the topics should be reviewed.

AVAILABLE DELIVERY SYSTEMS

There are numerous avenues which the Firm could use to accomplish this training. They are:

• Professional Education Seminars

• Internal Memoranda

• Annual Compliance Meeting

• Computer-Based Training

• Video Viewing

• Audio Tape Listening

• Telephone Conference Calls

The Firm plans to use some combination of these media each year to accomplish our training. The avenues
used will differ depending on the areas concerned. In some instances the insurance seminars will serve some
of our purposes.

CONCLUSIONS

Because of the size of our firm, and the limitations of our manpower, the Firm has investigated several
outside firms to provide us with the training we require. After thorough investigation, we have chosen [Vendor]
as the supplier of these services. After reviewing the factors involved, product risk level, product mix, level
of expertise of our representatives, education, etc., it has been decided that four hours of training is an
appropriate amount of time to accomplish our goals.

We will begin the first year concentrating on our new clearing firm, T+3 regulations, and a study of the bond
market. Subject to any changes, we will be using our second year training on equities. A strong percentage of
the representatives' business is done with mutual funds; however, they are extremely familiar with this area,
and for that reason we have elected to spend our near future time in other areas.

The commentary on this plan is not meant to suggest that a small firm's continuing education plan must be
dozens of pages long to satisfy Firm Element requirements. Under the Firm Element all firms must analyze
current and future business priorities, regulatory examinations, internal or external audit findings, customer
complaints, litigations and arbitrations, and relevant regulatory changes, but outlining the significant data,
providing a cogent analysis of needs, and linking this analysis to a specific training plan may only take a few,
carefully structured pages for a small firm with a limited line of business.

This Firm's inaugural continuing education plan lacks a clear explanation of the analysis that resulted in the
conclusions found in the training plan. It is not clear how the training needs were prioritized or how the three
training topics were selected. For example, CMOs are identified as a training need, but are not one of the
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three training topics selected. Also, the conclusion that four hours of continuing education are sufficient is not
explained. Additional specificity as to training course content is necessary to address this open question.

There is an attempt to coordinate the Firm Element with insurance continuing education, but the need for
training on insurance products is not clear in this plan. Nor is it clear whether each covered person will be
required to complete the training on each of the three topics. Additional detail is critical to address these
issues.

The plan should offer more specifics concerning training topics and when and how the training will be
conducted. The Firm Element mandates an annual needs analysis and training plan. The assertion that the
following year's training efforts will focus on equities must be reaffirmed in the following year's needs analysis.

Finally, the person or persons responsible for the needs analysis, training plan, and oversight of the training
programs should be identified.

A Mid-Sized General Securities Sales Organization Prepared for 1996

Continuing Education Program For Registered Representatives

July 1, 1995

This Firm's continuing education program contains deficiencies that outweigh the strengths of the plan.

The significant overall deficiency in this plan is the absence of an analytical context in which all the training
activity can be understood. To comply with the Firm Element requirements, the needs analysis and its
translation into a training plan need more thought. There is, for example, no discussion of the aggregate
results or the specific input of management and compliance personnel into the analysis. Many other factors
are left unaddressed, such as a review of the Firm's customer complaint and arbitration experience, the
results of regulatory reviews, and changes in the regulatory environment that may affect the Firm. For
this document to communicate the efforts put forth by the Firm to analyze its training needs, it must be
significantly expanded.

The Firm must not limit its Firm Element training to registered representatives. SRO rules stipulate that the
supervisors of those registered representatives who deal with the public must also be included.

While the “Program of Instruction” contains material that would appear to be applicable to registered
representatives dealing with the public, there is no way in this report to relate it to the analysis of training
needs performed by the Firm. In fact, the analysis itself could not possibly provide a basis for the proposed
course of study.

Also note that although the plan references “NASD-approved” vendors of training material, neither the NASD,
the NYSE, nor any other SRO approves any vendors that provide training to firms, nor do they plan to do so.

One strength in the plan is the use of an individual continuing education file for each covered person. This
is a commendable practice that makes it easier to monitor each person's compliance with the Firm Element.
Another strength is the program tracking system, which appears operationally practical for this Firm. The
questionnaire, which is completed by registered representatives at the firm, also appears useful. (For
additional comments on surveys, see Council Comments on page 7.4.)

GENERAL OVERVIEW

The Firm was established in [Year]. The Firm manages the investments of high net worth individuals
providing full service brokerage and asset management to approximately 5,000 retail and institutional clients.
The firm has no investment banking operations and does not make markets nor take positions in securities.
There are one hundred and four registered representatives at the firm. In general, the brokers are very
experienced and have excellent knowledge in the subjects that they deal with, as well as good relationships
with their customers.
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In preparing to comply with the requirements of the SROs on continuing education, the Firm prepared a
needs analysis that was completed by every registered representative and senior management personnel.
This needs analysis was used to identify specific needs of the RRs and to give management a better idea of
firm wide areas of interest and needs for continuing education. The results of the needs analysis are indicated
on the individual representative's needs sheet as well as the firm summary sheet.

Each registered representative will receive a continuing education file to retain all education material
distributed, the RR transcript of subjects and date of completion, a self-study manual and computer disks.
This file will be reviewed with each RR on a periodic basis for assessing progress and completion of each
part of the continuing education program. The firm will maintain a tracking schedule for each RR indicating
educational training and date of completion.

FIRM ELEMENT

The Firm Element will be the responsibility of, and be supervised by, the Compliance Director and the Firm's
Office Manager. All Registered Representatives of the firm will participate in the Firm Element of the program
and all will be required, in the first year of the continuing education program, to participate in a uniform and
standard education program. However, those RRs that do not have public customers will not be required to
participate in the Investment/Research Meetings segment of the program. They may attend on a voluntary
basis. This will be required only for those RRs with public customers. A list of all RRs is included. The
continuing education program that the Firm will present is based on the RR needs analysis survey, senior
management discussions, and compliance department discussions with senior management.

NEEDS ANALYSIS DOCUMENT, SUMMARY AND PROGRAM

The needs analysis (immediately following) was developed to determine what subjects the brokers,
management, and compliance officers felt that the RRs needed training in. Every registered representative
filled out the basic questionnaire and additional information was taken from management and compliance
officers.

A compilation of results from the questionnaire resulted in twelve topics we felt it would be prudent to teach in
our continuing education program. We have divided the continuing education program into three components
as follows with the subject matter for each component indicated:

PROGRAM OF INSTRUCTION

I. Compliance

• Suitability

• Registration

• Insider Trading

• Buying in Own Account

• Other Compliance Issues as directed by Compliance Officer/Senior Management

II. Investment Strategies: (Products/Services)

• Retirement Planning - IRA

• Investment Strategies

• Estate Planning

• Municipal Bonds

• Fixed Income
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• Mutual Funds

• Tax Impact and Rules on Investing

III. Client Relations

• Written Materials Available on Rules & Regulations

• Conduct of Accounts

• Changing Investment Objectives of Clients

• Other Issues as Directed by Compliance Officer/Senior Management

These above listed subjects to be presented in the continuing education program will be reviewed during the
year and may be changed or subjects added based on industry regulatory rule changes, new products offered
by the firm or an expressed request to offer a topic by the RRs or the management of the Firm.

FIRM ELEMENT PROGRAM PRESENTATION

The Firm has elected to present its continuing education program utilizing: (1) Live Presentations/Classroom
Instruction; (2) A self-paced Registered Representative Manual; (3) Videotaped Presentation; and (4)
Computer Based Training (CBT).

Part I Live Presentation/Classroom Instruction

The Firm holds weekly meetings for all registered representatives. At these Investment/ Research meetings,
the agenda encompasses continuing education topics. The Firm maintains notes and documents the topics
discussed at these meetings as well as attendance records. In addition, on a quarterly basis, the compliance
officer or other senior officers will conduct lectures on specific topics that were indicated by registered
representatives as topics for continuing education and other compliance matters that management believes
should be presented.

These quarterly meetings will also include guest speakers and video presentations on selected subjects that
are appropriate in conducting business with clients. For example, a guest speaker on taxes is scheduled for
December 1995; this is an appropriate time for this topic and other speakers will be scheduled as required.

The schedule of meetings and topics are as follows:

• Weekly RR Investment Meetings each Tuesday at 9:00 a.m.

• Tax Presentation: December [ ], 1995.

• Quarterly Compliance Meetings - Dates 1996 - To Be Announced.

Part II Self-Paced Study Program - Continuing Education Manual

The second aspect of the firm continuing education program will be the distribution of the Registered
Representative Compliance Overview Manual. This printed manual covers the following subjects:

• Suitability

• Communications with the public

• Customer complaints

• Prohibited investment practices

• Mutual fund compliance

• Initial public offering compliance

• Purchase and sales of hot new issues
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• Fair prices and commissions

• Blue Sky Laws

• Gifts and gratuities

• Written notification requirements

• Insider trading

Tutorial tests will be utilized in self-study segments of the program.

Part III Videotaped Presentation

The third aspect of our training will be a video- tape. This tape will be shown as part of the Firm's June
Compliance Meeting Program.

This tape covers the following topics:

• Suitability/Recommendation

• Communications with the public

• Customer complaints

• Prohibited investment practices

• Mutual fund compliance

• IPO compliance

• Hot new issues

• Blue Sky Laws

• Gifts and gratuities

• Written notification requirements

Videotapes will also be presented on the firm's investment products, such as mutual funds and options. Dates
and times of videotape presentations to be announced.

Part IV Computer Based Training (CBT)

Computer based training on those subjects listed in the continuing education program will be provided to
the registered representative in the third quarter 1996. (Videotape/Live Presentation - Self-Study will be
presented before CBT.)

The CBT training disks and subjects will be obtained from an NASD-approved vendor in the Continuing
Education Program.

Dates and times of the CBT disks to be announced as disks are made available on the network (LAN).

Part V Checklist and Tracking Form

All registered representatives will be required to keep a tracking form indicating [Firm's] requirements for
completing the SRO requirements for continuing education. Management will also maintain a copy of each
RR's activities to insure that requirements are being met. It will be the responsibility of the compliance
director, [Name], to maintain the tracking records. The training materials, documentation of meetings, content
of live presentations, course content, attendance lists, and tracking documents used in the continuing
education program are required and will be kept on file and will be made available for review or examination
by management, the firm's auditors, and regulatory examiners.

Firm Element Exhibit
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CONTINUING EDUCATION CHECKLIST

    

NAME:

RR #:

NEEDS ANALYSIS

date                        initial

COMPLIANCE MEETING

date                        initial

date                        initial

date                        initial

VIDEOTAPE

date                        initial

date                        initial

RECEIVED READING MATERIAL

date                        initial

Firm Element Exhibit

CONTINUING EDUCATION NEEDS ANALYSIS REGISTERED REPRESENTATIVE
QUESTIONNAIRE

To: Registered Representatives
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From: Compliance Department

Please answer the following questions - attaching additional sheets if necessary.

1. In which areas of your business do you feel you need the most educational support?

   Insider Trading/prohibited investment practices    _______________

   New and secondary offering                         _______________

   Rules; registration and licensing practices        _______________

   Mutual Fund compliance                             _______________

   Communication with clients                         _______________

   Dealing with hot issues                            _______________

   Handling customer accounts                         _______________

   Fees and commissions                               _______________

   Role of Analyst vs. Broker                         _______________

   Trading and settlement                             _______________

2. Which are the most common misunderstandings you encounter with your clients?

                                                      _______________

   Brokers' obligations                               _______________

   Suitability of investment strategies               _______________

   Account positions                                  _______________

   Unauthorized transactions                          _______________
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   Brokers' rights                                    _______________

   T + 3, T + 5                                       _______________

   Prices, Fees                                       _______________

   Other                                              _______________

3. What assistance do you need to be more effective in communicating with clients?

                                                      _______________

   Counseling on different investment opportunities

                                                      _______________

   More written materials on rules and regulations

                                                      _______________

   Counseling on different investment strategies

                                                      _______________

   Information on retirement plans

4. What ethical contradictions or questions do you feel Registered Representatives face in the conduct of
their business?

                                                      _______________

   Placing one customer ahead of another

                                                      _______________

   Dealing with insider information
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                                                      _______________

   Buying in own account

5. As applicable, please rank (1 low - 10 high) the below listed products/services/skills according to their
importance to you, and your understanding of them:

                                             

Importance    Understanding

   Annuities

   Cash Management Accounts

   Communicating Clearly with Clients

   Developing Investment Strategy based

   on Client Objectives and Risk Tolerance

   Direct Investments

   Economic Trends

   Educational Planning

   Equities

   Estate Planning

   Financial Planning
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   Insurance

   Margin Accounts

   Municipal Bonds

   Mutual Funds

   Options

   Retirement Planning

   Taxable Fixed Income

   Unit Investment Trusts

   Other (please indicate)

6. What techniques do you favor for continuing education?

                                                      _______________

   Correspondence course/written material

                                                      _______________

   Computer based training

                                                      _______________

   Videotapes

                                                      _______________
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   Lectures

I have filled out this report understanding it will be used to develop the Firm's Needs Analysis for Continuing
Education to comply with regulations.

                                               Name

                                               ____________________________

                                               Date

                                               ____________________________

A Large Full-Service Broker/Dealer Prepared for 1996

The needs analysis and plan for this large, full-service broker/dealer has been excerpted for space
considerations. The excerpts represent less than one-third of the total firm plan. Included here are:

• an outline of the development process (Section I) including selected appendices;

• an index to the plans of each of the major business units (Section II) and a sample plan that illustrates how
units in the Retail Group addressed the training needs of registered persons in the home office and in the
field; and

• an outline of the Firm Element management process (Section III).

SECTION I: Development Process

In order to ensure that our continuing education programs fully reflect both business and legal/ compliance
needs, we conducted the two assessment processes separately and then combined the priorities in needs
assessments and continuing education plans for each business unit. The business needs assessment
was conducted under the direction of the Senior Vice President and Director of Continuing Education, and
is outlined in the Continuing Education Timeline [Appendix I]. The Legal/Compliance needs assessment
schedule is also reflected in the Timeline, and the details of the process, conducted under the direction of
General Counsel, have been outlined in a separate memorandum [Appendix II].

The specific sequence of meetings, exchanges of materials, follow-up conversations, and drafting varied by
business unit, but in general the development process for the needs assessments and continuing education
plans can be summarized as follows:

• Meetings of the firm-wide oversight committee.

• Meetings with the heads of business units.

• Branch managers' survey [Appendix V: survey and summary response].

• Meetings with each business unit [Appendix VI: summary materials, template #1].

• Identification of all registered persons covered by Firm Element [Appendix VII: business unit survey
process].

• Second meetings with each business unit [Appendix VIII: template #2]. These meetings focused on new
product development, marketing initiatives, business priorities, and relevant operational issues.
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• Follow-up discussions to incorporate Legal/Compliance needs assessment in each plan and provide
program detail.

• Completed draft needs assessments and continuing education plan given to each business unit for review
[Appendix IX; template #3].

• Final needs assessments and plans compiled for review by Senior Management and Legal Department [see
Section II].

Appendix I

Section I contains a detailed description of the needs analysis development process.

Appendix I, the project plan, is well done. There is good involvement with, and education of, senior
management to ensure senior level buy-in and support. This demonstrates ongoing communications with
management at many levels. It is critical, especially in a large firm, to monitor implementation of the plan by
following up with participants to complete tasks.

A central contact has been established for the Firm's registered persons by means of a special telephone
number staffed by specially trained personnel. This is a noteworthy and commendable aspect of the plan.

CONTINUING EDUCATION TIMELINE

June 26, 1995 Update

As of June 26

Project

Locate responsibility for CEP

Status Done 4/11

Director of Continuing Education

Project

Establish firm-wide oversight group

Status Done 4/11

HR Committee

Project

Communicate with business heads

Status Done

4/18 Senior Management Meeting

4/24 Conference Call

4/28 Branch Managers' Meeting

Project

Communicate with all registered persons

Status Initial mailing 6/1

Special telephone number set up, training those answering 6/1, all calls being logged

Project

Conduct Needs Assessment Legal & Compliance Process

Status
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Documentation of process and priorities

2/15 Team Meeting

3/15 SEC Meeting

4/7 Team Meeting

4/24 Team Meeting

4/27 Survey

5/3 Survey Follow-up

5/15 Team Meeting

6/13 Team Review of Final Draft

6/15 Document Ready for Senior Management Review

Project

Business Unit Process

Status

Written preliminary needs assessments and outlines of current continuing education plans gathered from all
business units. Round 2 meetings completed, incorporating legal needs assessment into business needs
assessment and detailing training plan. Round 3 drafts sent to all Business Units for final edit/approval,
process completed 6/21

5/1 Capital Markets

4/27 Research

5/4 Transaction Services

5/2 International

5/5 Investment Banking

4/25 [Firm's Retail Group]

4/27 [Firm's Retail Group]: Equities

4/26 [Firm's Retail Group]: Insurance/Personal Trust

4/26 [Firm's Retail Group]: Stock Option Finance/Margin

5/1 [Firm's Retail Group]: Retirement Plans/Corp. Trust

5/1 [Firm's Retail Group]: Muni, TFI, DI, Managed Accts, Managed Futures

5/1 Division Coordinator Conference Call

4/28 Branch Managers' questionnaire distributed at BM Meeting

5/30 Draft Summary of Business Needs Analysis Process completed

6/19 All Business Unit reviews completed

Project

Identify those covered by Firm Element

Status
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Project completed 5/17, discrepancies transmitted to Registration 5/18, ready for entry on data base with
minor clean up.—e.g. Series 51/52

5/4 List produced by HR, piloted with 5 Business Units

5/8 Distributed to all Business Units with instructions

5/17 Identification completed

5/18 Transmission to Registration

5/29 update Sr. 51/52

Project

HR Requirements

Status

Needs identified, implementation under discussion by HR

Project

Systems Requirements

Status

Needs identified, systems analysis completed, initial system development and training underway, delivery
date late June

4/26 Meeting

5/1 Draft Needs Analysis

5/4 JAD/Staff

5/18 Agreement on Microsoft Access as interim “front end” for managing process, training for staff on 5/23,
meeting 5/22 to spec details for Regulatory Element management, 5/29 for Firm Element management, daily
meetings 5/29-6/3

6/12 Summary of system and costs

6/20 Demo and scrub

6/26 Regulatory Element operational/Firm Element completed no later than July 15

Project

CEP Management Plan and Policies

Status

Plan and enforcement policy completed by 5/30 for senior management review

4/24 Meeting/Legal & Compliance Team

5/9 Legal & Compliance Team discussion

5/11 Outline of management process

5/15 Team discussion

5/30 Enforcement draft completed

6/1 90 and 120 day notifications drafted for review
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6/6 Final Firm Element templates drafted

6/10 Notifications approved

6/19 Staffing plan for ongoing CEP approved

6/21 Management Plan final draft for Senior Management review

6/26 Management “kits” distributed to business heads including final needs assessments and training plans,
management system outline, and instructions for transmitting tracking information and documentation

Appendix II

MEMORANDUM

TO: Continuing Education Program File

FROM: Senior Attorney Regulatory

SUBJECT: Legal/Compliance Training Needs Assessment For Firm Element

DATE: June 16, 1995

In accordance with the requirements for implementation of the Firm Element of the SEC mandated Continuing

Education Program for Securities Industry Professionals, 1   [Firm]'s Legal and Compliance Departments
conducted an analysis of training needs. This memorandum will serve to document the chronology and
methodology used for this needs assessment as well as the results which were obtained.

I. Legal/Compliance Team Introductory Meeting

On April 21, 1995, members of the Legal and Compliance Departments held a meeting concerning the
development of [Firm]'s annual plan for training its covered registered personnel. This “Legal/Compliance
Team” (the “Team”), discussed the procedures for conducting a formal and comprehensive assessment of
training needs. We then determined that various areas in the Legal and Compliance Departments would be
asked to respond to a needs analysis inquiry. The collective results of this Legal/Compliance needs analysis
inquiry, together with the results of the parallel needs analysis conducted among the firm's Branch Managers
and Business Units, would form the basis from which the first annual training plan would be developed.

The Team also identified topics in which we felt training of [Firm]'s registered personnel was indicated. In
devising this preliminary list, we considered current regulatory developments as well as significant issues
arising from [Firm]'s most recent New York Stock Exchange examination, internal audits, and matters handled
during the past year by the Regulatory/Special Review and Early Resolution Groups. The topics so identified
were: suitability, mutual funds switching, better price execution, outside activities, block order allocation, risk
disclosures, cold calling, political contributions, T+3, collateralized mortgage obligations, money laundering,
the confidentiality of client information, state registration issues, sales contests, inside information, reportable
events, the electronic bulletin board, and Chinese Wall. The Team did not attempt to rank these topics in any
order of priority, pending the receipt of responses to the needs analysis inquiry.

II. Coordination with Capital Markets Group

On April 25, 1995, I met with [a General Counsel associate] of the Capital Markets/ Product Group to discuss
the Firm Element and the Legal/Compliance needs assessment. He suggested that General Counsel
associates in Investment Banking attorneys in the Capital Markets Group also participate in the needs
analysis. [Associate] was designated as the Capital Markets representative on the “Team.”

III. Needs Analysis Inquiry
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Attached as Exhibit A is the needs analysis inquiry that I sent via high priority e-mail, return receipt requested,
on April 26, 1995, to the recipients identified above. [Associate] and I prepared the inquiry based on the

materials designed by the Securities Industry Association's Special Committee on Continuing Education. 2 

IV. Results of Needs Analysis

On May 9, 1995, [“Team”] met with [Director of Continuing Education] to discuss the status of the Legal/
Compliance needs assessment and the development of the annual training plan. Thereafter, [this group]
reviewed and discussed the responses to the Legal/Compliance needs analysis inquiry. Based on these
responses, the topics identified by the Team at their April 21st meeting, and the information gathered by
[Director of Continuing Education] from the Branch Managers and Business Units, training needs were
prioritized as follows:

1. [Firm's Retail Group]: Needs Assessment Priorities

a. Suitability

Knowing Your Client:

The importance of having accurate, updated information about the clients' objectives, financial situation, and
risk tolerance, with special attention paid to the needs of older clients and what RRs need to know to avoid
being implicated in money laundering schemes

Knowing Your Product:

Having a clear understanding of how a particular product works and the attendant risks (CMOs, High Yield
Bonds, Insurance Products, Mutual Funds, Foreign Equities.—(particularly with rollout of [Firm subsidiary]),
understanding risk disclosure

Knowing Your Business:

Understanding the importance of diversification/asset allocation, the dangers of excessive trading/switching
(mutual fund and mutual fund/variable annuity) and the rules governing the use of discretion

b. T+3

A current priority, 2nd and 3rd Quarter 1995

c. Additional Important Issues for Registered Representatives

Review of the rules governing solicitation of non-[Firm] recommended stocks, due diligence

Review of the rules governing options transactions

Review of [Firm]'s prohibition against forgery

Review of the rules regarding clients receiving better prices than

Registered representatives

Review of the policies governing the block trading desks.—allocation procedures

Review of the prohibition against borrowing from clients or reimbursing them for losses

Review of the rules governing correspondence and faxes

Review of the procedures for opening accounts and the type of documentation required for each type of
account

Review of registration requirements: IA/blue sky - Securities and Registered representatives

Review of [Firm]'s Sales Practice Policy Manual
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Review of when and why commissions are reversed

Review of ERISA and Wrap fee products, definitions of fiduciary responsibility

Review of the procedures governing check delivery to clients

Review of the rule with respect to cold calling

Review of the rules with respect to outside activities, outside investments and banking

Review of the rules with respect to insider trading

Review of retail syndicate procedures

Review of the policies with respect to gifts and entertainment of public officials (MSRB Rule G-20, state rules,
[Firm]'s Code of Conduct)

Review of reportable events

Review of electronic bulletin board

d. Additional Issues for Supervisors (Branch Managers, Division Management)

Review of the process for identifying Sales Practice issues, proper follow-up

Review of the process for handling client complaints

Review of regulatory issues raised by the SEC and SROs.—what issues were raised, how they could have
been detected and prevented by supervisory personnel

Review of how to protect yourself and the firm from “failure to supervise” charges

Review of [Firm] policy with respect to sales contests

2. Capital Markets, Investment Banking and Transaction Services: Needs Assessment
Priorities

a. Chinese Wall Policy and Procedures

New [Firm] guidelines/department directives

b. Suitability

Understanding risks, risk management, risk disclosure, the proposed NASD guidelines with respect to
institutional suitability

c. T+3

A current priority, 2nd and 3rd Quarter 1995

d. Additional Issues

Review of side-by-side trading by proprietary desks and proposed NYSE Rule 92 amendments

Review of Rule 10b-6A requirements

Review of the procedure for allocation of retail block trades

Review of the valuation policy for fixed income portfolios

Review of CMO/Remic structures

Review of confirm disclosure.—recent amendments
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Review of the policies governing political contributions (MSRB Rule G-37 and Voluntary Initiative, [Firm]'s
Code of Conduct)

Review of the policies with respect to gifts and entertainment of public officials (MSRB Rule G-20, state rules,
[Firm]'s Code of Conduct)

Review of the issuance of fairness opinions

Review of the placement or underwriting of securities

Review of best execution obligation

Review of payment for order flow

The needs assessment priorities were later reviewed by [Associates]. On June 13, 1995, the Team met and
ratified the training needs priorities as outlined above.

Appendix II solicits broad input from various levels in the Firm. It also exemplifies a team concept that can be
applied at any size firm.

The emphasis on suitability is noteworthy. However, it is not clear how the priorities for the plan were
determined.

There should be some description of the methodology used to determine the training topics.

Appendix V

TO: All Branch Managers

FROM: Director [Professional Development]

SUBJECT: The New Continuing Education Requirements

DATE: April 28, 1995

Over the next two months we will be outlining our plans for meeting the new SRO requirements, but I wanted
to be sure you were able to answer your brokers' and staff members' initial questions.

There are two parts to the mandate: the Regulatory Element and the Firm

Element. Everyone in your branch who has been registered less than 10 years or who has been subject to a
serious disciplinary action will be subject to the Regulatory Element and be required to take approximately 3
hours of computer-based training on the 2nd, 5th, and 10th anniversaries of their registration. This is training,
not a test.—there is nothing to study in advance. You will be notified approximately 120 days before the
anniversary dates, so that you can be sure your brokers and staff members have plenty of time to schedule
an appointment at the nearest Sylvan Technology Center.

The Firm Element is much more comprehensive. Every registered person in your branch is going to be
eligible for additional professional education. Although extra reporting and documentation requirements will
require careful management, the new mandate is right in line with the [Firm's Retail Group]'s strategy.

You'll be hearing more about the Regulatory and Firm Elements in the weeks ahead, but if you want more
detail now I've included a 13 page SIA summary. I've also included a brief questionnaire.—just to get your
input. I know many of you have strong opinions about the best way to invest our continuing education dollars,
whether those investments are being made by Professional Development, the product areas, the Divisions
and Regions, or your branches. I want to make sure to incorporate your ideas in the Needs Assessment and
Continuing Education Plan that must be completed by July 1, and would be very grateful for your advice.

(Firm Element Exhibit: Survey for Branch Office Managers)

CONTINUING EDUCATION

After completing this form, please FAX it to the Professional Development Office
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1. Based on your understanding of the [Firm's Retail Group]'s strategy and business priorities, what
educational, ethical, and procedural issues do you feel need to be addressed in our first Continuing Education
Plan?

a. Are there gaps in your brokers' understanding of risks or suitability issues with respect to particular
investments?

b. Are there potential conflicts of interest that need to be clarified or best practices that need to be reviewed?

c. What about your registered Sales Assistants or the other members of your Branch Management Team?

d. What kind of continuing education would be most valuable to you?

2. What are you currently doing in your Branch to address these issues? Any “best ideas” that you've had can
be a great help to the rest of us.

3. What kind of materials/guides/additional training would be most helpful to you as a Branch Manager?

a. Would you use a regularly updated catalog and Managers' Guide to educational resources you can order
for your branch.—videotapes, computer-based training, courses “in a box”?

b. What suggestions do you have about the best ways of delivering continuing professional education?

If you'd rather talk than fill out a form, please call the Professional Development Office. Thank you.

Although it is not exhibited in this publication, the Firm surveyed registered representatives to obtain broader
input.

SUMMARY:

Branch Managers' CEP Survey

May 10, 1995

Understanding Strategy

Staff members need to understand [Firm] strategy and priorities, Ops Managers need to know how to be
more effective members of management team.

BRANCH MANAGERS:

Information

Need regular flow of information about how innocent brokers can get into trouble, general compliance issues,
case studies, war stories, company policies “that could cost me money”, materials that they can use to train
people in branch.

BEST IDEAS:

Making Compliance Part of Sales Meetings

More than half of respondents said they incorporated a weekly compliance idea, NASD disciplinary
actions, case studies, relevant articles, “how I use the Trade Monitor to protect you” in their sales meetings,
supplemented by branch newsletters, regular memos, etc.

Making Compliance Part of Everyday Life

Clear office policies on business we will and won't do and clients we won't deal with, annual branch mission
statement meeting including ethics, inviting all support personnel to sales meetings, product meetings, etc.
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This Firm did well to collect the input and ideas from its line supervisors and to share the best ideas with the
rest of the Firm. This approach not only disseminates best practices such as incorporating compliance into
weekly sales meetings, but also encourages participation from the field to foster continuing education.

DESIRED MATERIALS, DELIVERY STRATEGIES:

“Resource Center” with Branch Managers' Guide

“Yes!”, “great idea”, one manager said “no”, one other wanted testimonials from successful managers about
what resources worked, rest very enthusiastic.

Deliver CEP in Branch

One manager felt brokers only learned offsite and wouldn't use videotapes, all the rest preferred in-branch
training, several would like Division or Corporate or Legal/Compliance participation in branch meetings, video
most popular, followed by case studies, then CBT and after-hours conference calls.

ISSUES:

Suitability

Profiling client, understanding risk tolerance, matching objectives to investments and level of account activity,
providing appropriate asset allocation and diversification, not recommending the same thing to every client.

Understanding the Current Environment

What do today's clients expect, what is top management's commitment to CEP and to doing ethical business,
what is our strategy as a firm in the current regulatory environment?

GAPS AND CONFLICTS OF INTEREST:

Understanding Risk

How to make the connection between client risk tolerance and particular investments, how to use asset
allocation to manage risks, understanding the risks in particular products and strategies: fixed income mutual
funds, options, CMOs, derivatives, annuities, leverage.

Importance of New Account Forms

Need to update regularly, be accurate, be sure objectives and portfolio match.

Dangers of Overselling

By brokers and wholesalers.

BRANCH STAFF MEMBERS:

Understanding Role

“Eyes and ears of branch manager”, need to know how to recognize red flags, what to do when they see
them, know their own liabilities.

Understanding Business

Need product knowledge, to understand how different investments work, what is suitable, quality sales, and
procedure training.
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This Firm next developed a set of templates to help business unit managers structure the process of drafting
their separate plans. The first template was the Preliminary Needs Assessment, followed by Template #2 and
Template #3. At each stage the templates were supplemented by face-to-face meetings with the Director of
Continuing Education. The Firm chose to conduct the legal and compliance needs assessment separately
from the business units' needs assessment to ensure both perspectives were fully represented in the final
plan. Thus it was an important part of the process (see Templates #2 and #3) to combine those assessments
in the drafting of the final document.

Appendix VI

Template # 1

Preliminary Needs Assessment

1. Based on your strategic/product focus for the next 12 - 18 months, what educational, ethical, and
procedural issues do you feel need to be covered in your continuing education plan?

2. Who in your business unit and in other business units needs to receive education on these issues?

3. What programs do you currently have planned to address these issues?

4. What issues will require the development of additional continuing education?

Template #2

Business Unit:

Registered Persons in Unit Covered by Firm Element

[This section was designed to identify the covered individuals within the department, for example, Retail
Group Equities.]

Registered Persons Covered by Firm Element and Involved in the [Equity] Business

[This section was designed to capture information about covered individuals outside the department, for
example, brokers who have educational needs with respect to the equity business.]

Needs Assessment as of July 1, 1995

[For those business units that are producers as well as consumers of continuing education, two needs
assessments were filled out, one for each constituency. This is the point at which we began to combine the
Legal/Compliance needs assessment with the business unit's own assessment.]

Training Plan 1995 - July, 1996

[On round two we drafted a detailed outline of each business unit's preliminary training plan.—or plans if they
provide as well as receive continuing education.]

Template #3

Business Unit:

Registered Persons in Unit Covered by Firm Element as of July 1, 1995

[Information gathered on Template #2 augmented here as appropriate to reflect segmentation of this
population where relevant and, in the case of the Retail Group, to indicate proportion of total revenues
generated in this business.]
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Needs Assessment as of July 1, 1995

[Emphasis on greater specificity on this round, finished incorporation of Legal/Compliance needs
assessment.]

Continuing Education Plan as of July 1, 1995

[Again, greater specificity, some programs listed on Template #2 removed because focus didn't match needs
assessment, some added. After discussion Template #3 was filled out in next-to-final form by CEP and sent
back to each business unit for final review. As with Template #2, two forms were used for those business
units that are providers as well as consumers of continuing education.]

SECTION II:

Needs Assessment and Continuing Education Plan

The methods we chose for developing our first annual needs assessment and continuing education plan
produced a set of plans as opposed to a single document. It would have been more efficient to focus on
meeting our regulatory requirements through a firm-wide program, but we felt that inclusive process was
required to do justice to the complexity of our businesses. As a result we have a plan that will be challenging
to manage and track; we also have strengthened our joint commitment to the principles underlying the
continuing education mandates. [The Firm's plan contained individual plans for each of the following business
units]:

CAPITAL MARKETS

• Fixed Income/Commercial Mortgages

• International

• Institutional Equity

• Municipal Securities Group

• Research

CAPITAL MARKETS, RESEARCH, AND INVESTMENT BANKING

• Legal/Compliance

INVESTMENT BANKING DIVISION

[FIRM'S INVESTMENT ADVISORY DIVISION]

[FIRM'S RETAIL GROUP]

Equities

Product Origination

Divisions (Field)

Professional Development

Futures/Managed Futures

Regional Institutional Sales

Insurance/Personal Trust

Resource Management Accounts/Financial Planning
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International Private Account Group

Restricted Securities Sales

Investment Banking

Retirement Plans

Legal/Compliance

Stock Option Financing

Managed Accounts

Taxable Fixed Income

Municipals

Technology

Private Investments

Unit Trust

TRANSACTION SERVICES

Please note the following. For those business units, particularly in the [Firm's Retail Group], that have
responsibility for the continuing education of registered persons in our branch offices, two assessments and
sets of plans have been developed. The first set reflects the needs of the members of the business unit itself.
—what professionals in Retirement Plans or Equities or Managed Accounts need to know, the second set
reflects the needs of registered persons in the field and how the business unit plans to meet those needs.

For example: under [Firm's Retail Group] there is an assessment and continuing education plan headed:

[FIRM'S RETAIL GROUP]/ TAXABLE FIXED INCOME

and another headed:

[FIRM'S RETAIL GROUP] /TAXABLE FIXED INCOME

The first set of documents focuses on the plans to meet the needs of traders and sales liaisons and
managers in retail Taxable Fixed Income who are covered by the Firm Element. That's why Taxable Fixed
Income is in larger type. The second set of documents focuses on the continuing education needs of
registered persons in the [Firm's Retail Group], particularly registered representatives, with respect to TFI.

Under Capital Markets, Research has two sets of documents to reflect its function as a provider as well as
a consumer of continuing education. Investment Banking appears under the [Firm's Retail Group] as well
as being a separate division because there is a specialized group within Investment Banking that focuses
on registered representatives whose individual clients have corporate financing needs. This group provides
ongoing education for the [Firm's Retail Group].

Presented next are the Firm Element plans for the Professional Development (i.e., Training Department) of
the Firm's Retail Group. Professional Development has two plans that result from the Firm's development
process. The plans are structured around templates and face-to-face meetings and address legal,
compliance, and business needs.

The Professional Development plans illustrate how the Training Department is both a user of continuing
education (for the benefit of its own covered persons), and a provider of continuing education (to and for the
benefit of other business units, i.e., the Firm's Retail Group). It is important to note that programs offered
to business units through the Training Department are significantly supplemented by programs sponsored
by the product areas, by administrative subdivisions in the branch system, and by the legal and compliance
departments.
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Business Unit:

[FIRM'S RETAIL GROUP] / PROFESSIONAL DEVELOPMENT

Registered Persons in Unit Covered Under Firm Element as of July 1, 1995: 6

Needs Assessment as of July 1, 1995:

Through familiarity with markets and products, including new products and technologies. Regular updating on
regulatory and procedural changes. Knowledge of sales practice issues and best practices for detecting and
preventing these issues. Opportunity to participate in professional workshops focused on ways of increasing
the effectiveness of continuing professional education programs.

It is the policy of Professional Development to actively encourage members to become registered.

Continuing Education Plan for [the Firm's Retail Group]/ Professional Development as of July 1, 1995:

Department meetings and workshops: each year the Professional Development Department will sponsor at
least two workshops focused on improving program effectiveness. These workshops may include outside
speakers or may be offered by members of the PD staff. They will be documented in the CEP archives and
participant data entered into the CEP database.

Outside conferences: in addition covered persons will be eligible for reimbursement for at least one outside
workshop which is relevant to their particular needs. Workshops may be sponsored by a professional
organization, a consulting group, or a university. Reimbursement will be contingent upon the approval of the
Management Committee.

Participation in PD Programs: a significant portion of the ongoing professional education of covered persons
takes place in programs offered to branch managers, brokers, operations managers, and sales assistants,
insofar as these programs include segments offered by senior members of departments across the firm.
Workshops on legal and compliance issues, on new products, on procedural changes and technological
initiatives are “taken” by program managers on a regular basis. Auditing is encouraged with the explicit
permission of the individual who is directing a particular program. Space, location, and program design
constraints may make auditing inappropriate.

Responsibility for program design: in the process of structuring programs, covered persons in PD have
the opportunity (and responsibility) to review materials and discuss concerns and concepts with experts
inside and outside of [Firm]. Like the flow of information across the screens and telephone lines of traders
and liaisons and brokers in the field, this form of continuing education is difficult to document, but of key
importance in the development of professionals in the department.

Business Unit:

[FIRM'S RETAIL GROUP] /PROFESSIONAL DEVELOPMENT

Registered Persons in Unit Covered by Firm Element as of July 1, 1995: All registered branch personnel
plus covered persons in home office locations.

The primary responsibility of Professional Development is for field personnel, particularly those in [Firm's
Retail Group] branch offices, however programs ranging form one-on-one coaching in presentation skills to
more formal workshops may be offered by the department on an as-needed basis to members of the [Firm's
Retail Group] located in [or near] the [home office].

In addressing the needs of field personnel, program development is structured around constituencies:
1) Branch Managers, 2) New Brokers (Trainees), 3) Advance Brokers, 4) Operations Managers, Branch
Administrators, and Sales Assistants. Within these constituencies, target groups are identified for some
programs; others are available to the entire population.

1) Branch Manager Needs Assessment and Continuing Education Plan as of July 1, 1995:
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Branch managers need regularly updated information on regulatory and procedural issues in order to fulfill
their supervisory responsibilities, and on sales and marketing ideas in order to play an appropriate leadership
role. The responsibility for timely flow of information on these matters is borne by the Divisions, and the
product areas.

Professional Development's mandate is to focus on skill development, not information. To this end programs
are offered to assess potential managers, provide successful candidates with management development
both in classroom and field environments, work with Division Management to identify individual manager's
developmental needs and offer a regular curriculum of workshops to meet those needs, and work with Senior
Management to shape national and divisional conferences for managers focused on firm strategy and major
initiatives.

Programs documented in the CEP archives and participant data entered into the CEP data base:

The Assessment Process for Management Candidates: includes screening by branch managers and division
management, formal assessment, detailed report to candidate and his branch and division management.

Management Development for Successful Candidates: a year-long program which includes 4 weeks of
classroom education plus structured, on-the-job experiences.

New Manager Orientation: offered on an as-needed basis in [the home office], supplemented by in-branch
training provided by the Divisions, this program is designed for experienced branch managers recruited from
the competition who need immediate education on [Firm] policies and procedures.

Division Evaluation/The Branch: at least annually Division Managers and Regional Directors are asked to
evaluate the Branch Managers who report to them in terms of their readiness for additional responsibilities
and their needs for development. This information is used by Senior Management to manage their “bench”
and by Professional Development to design and recommend specific workshops.

National Managers Meeting: held at least once a year, generally in the first quarter, designed in conjunction
with Senior Management to educate branch managers on firm strategy and new initiatives, includes focus on
meeting supervisory responsibilities.

Divisional Managers Meetings: each Division has a different schedule of meetings for the managers, but
Professional Development plays an ongoing role in providing workshops and, for at least one meeting a year,
structuring a 2 day program that is specifically designed to provide continuing education.

Workshops: in addition to workshops offered through the Divisions, in 1995 Professional Development is
offering workshops on Selection & Retention and Leadership & Coaching.

2) New Broker Needs Assessment and Continuing Education Plan as of July 1, 1995:

In 1994 a complete review was done of our program for new brokers (trainees), and as a result our selection
process, in-branch and [Firm's proprietary] educational program have been thoroughly revised. The emphasis
is on acquiring market and investment knowledge in the context of meeting client needs. To this end case
studies are emphasized, videotapes have been developed to give new brokers a sense of products as
solutions for particular needs, and the entire program has been organized around “The Key” which maps the
process of identifying potential clients, profiling their needs, recommending appropriate solutions and, over
time, by helping clients continually reevaluate their needs and providing ongoing education, to ensure that
they develop suitable portfolios (as opposed to loose collections of different products), portfolios designed to
meet their personal investment objectives. Programs documented in the CEP archives and participant data
entered into the CEP database.

Selection program: includes checklists for branch managers, required tests.—SIA and Oxicon, compliance
checks, and a training program on interviewing for branch managers which was initially offered in 4Q 1994,
and is now available through Management Development for management candidates, the Selection &
Retention workshops for experienced managers, and on videotape.
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Licensing preparation: we use [Vendor] and have moved to disk-based training plus workbooks. A pilot is
currently underway to use computer based (no paper) training exclusively. In 1996 our ability to download
software to branch servers will be augmented by the ability to upload user information. In addition to their
Series 7, Series 63, and Series 65, new brokers at [Firm] are required to become insurance licensed, either
before they come to [home office training], or immediately upon their return to the branch, depending on the
requirements of their particular state.

In-Branch: the entirely new in-branch program consists of 12 weeks of structured work in addition to
the licensing training, and highlights the importance of suitability through case studies and videotapes.
A comprehensive workbook as well as conference calls help trainees to organize their time and written
assignments must be transmitted to Professional Development. A mastery test in the form of two detailed
case studies must be completed and approved by the Initial Broker Training staff before a candidate is
allowed to enroll in the [Firm's proprietary training program].

[Firm's proprietary training]: a three week program, again with emphasis on case studies, finding individual
solutions to individual needs, and investment knowledge. Drawing on the experience of medical schools that
in recent years have begun to use actors to play patients so that professors can evaluate the diagnostic and
prescriptive skills of their students in a realistic environment, we use carefully trained actors to play the role of
clients and help us evaluate how well our students have mastered profiling and investment advisory skills.

3) Advance Broker Needs Assessment and Continuing Education Plan as of July 1, 1995:

The program for experienced RRs has been completely redesigned in 1995 with two primary goals in mind:

To raise the investment knowledge and professional skills of our most productive brokers to the highest level

To provide investment knowledge and skill development to a broader group of brokers.

To these ends a set of new programs have been designed for initial delivery in 1995. These programs will be
documented in the CEP archives and participant data will be entered in the CEP database.

[Firm Training Program]: a 5 day elective program offered on a university campus to all President's and
Chairman's Council members. The specific program will include workshops on asset allocation, portfolio
management strategies, and knowledge of complex products. Presenters will be drawn from universities
as well as the industry. Presentations will focus on meeting client best interests. The first [Firm Training
Program ] is scheduled for November 1995, the second for January 1996, and together they will include
approximately 450 brokers.

[Firm Training Program]: a 3 day, elective program offered to Pacesetters, modeled along the lines of the
[Firm Training Program], but assuming less expertise on the part of participants. Five of these Forums will be
offered in September-October 1995 and will include approximately 1,200 brokers.

New Skills: a 2 day workshop on working more effectively with clients including listening, profiling, and
presentation skills. The program will be offered in at least 15 major markets before the end of 1995, and
include 300 brokers. In addition the manager of this program will offer 1-2 hour sessions in major market
branches to expand distribution to a broader group of brokers.

Computer-Based Training (CBT): in addition to the CBT training offered in conjunction with new technology,
Professional Development in collaboration with Retirement Plans has developed a CBT designed to help
brokers develop diagnostic and prescriptive skills. The CBT has been downloaded to branch servers in June
1995, and usage is being tracked by Retirement Plans so that it can be entered into the CEP database. In
1996 it will be possible to upload user information directly.

Workshops “in-a-box”: the Equity Institute, described in the [FIRM'S RETAIL GROUP]/Equity Continuing
Education Plan, is going to be redesigned in 1995 for broad distribution to brokers and other registered
branch personnel in 1Q 1996. We are taking a 4 day workshop, and using the written materials already
developed, augmenting them by videos and CBTs to provide sophisticated continuing education to several
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thousand brokers. This project is a collaboration between Professional Development and [another Firm
business unit].

Resource Center: plans are underway to provide a comprehensive guide to all educational materials available
at [Firm] from Professional Development as well as the various product areas. An initial survey of product
materials has been nearly completed, and the guide should be available on-line no later than 4Q 1995.

Certification programs and degrees: [Firm] offers tuition reimbursement for a number of professional
certification programs offered to brokers, including the CFP and the IMCA designations, as well as degree
programs offered by colleges and universities. Participant data will be entered into the CEP database.

4) Branch Staff Members Needs Assessment and Continuing Education Plan as of July 1, 1995:

The needs of this group range from full knowledge of sales practice issues and the use of the Trade Monitor
System to basic information about how markets and investment products work. All branch staff members
need to have a clear understanding of [Firm] procedures, of regulatory guidelines and changes, and of
best practices as they relate to serving the best interest of clients. Those best practices include branch
management and service strategies that ensure clients have ready access to reliable information about the
status of their accounts and that any problems are resolved quickly and satisfactorily.

The following programs are being offered in 1995-1996 to meet this range of needs. Each program will be
documented in the CEP archives and participant data entered into the CEP database.

Insights: a week-long program in [Firm's home office] for new Operations Managers. Currently scheduled to
be offered three times in 1995. Gives participants a clearer understanding of job roles and functions, as well
as an orientation to home office operational resources.

Situational Leadership: a 2 day workshop for experienced Operations Managers and Branch Administrators.
Currently scheduled to be offered 4 times in 1995 at locations around the country. Enables participants to
build on their own knowledge of processes to become more effective managers and trainers of co-workers.

Leadership Through People Skills: a 3 day workshop for the most experienced Operations Managers and
Branch Administrators, parallels one of the workshops developed for Branch Managers. Designed to help
these experts play a significant leadership role as part of the branch management team with responsibilities
for managing and training branch staff members.

Mastering the Methods (MTM): a workbook based self-study course designed to help all branch staff
members build their knowledge of the industry as well as particular [Firm] policies and procedures. CBTs are
being developed in conjunction with Technology Training to update process training, and each module of
this in-branch program is accompanied by a test that is taken and tracked on-line. At this time approximately
2,500 sales assistants (SAs) and Operations Staff Members have either completed or are enrolled in MTM.

Service that Keeps the Client: a modularized workshop that allows Divisions to choose among topics and host
the program that they feel best meets a particular group of SAs' needs. Approximately 265 SAs have taken
one of these workshops to date in 1995 with at least 2 more to be scheduled.

Sales Assistants Forum: this new program will be piloted in 3Q 1995. Modeled on the lines of [other Firm
training programs], approximately 200 of our most experience SAs will be able to choose among electives
designed to meet their particular needs. Some electives will be explicitly designed for registered sales
assistants who play an active role in marketing; non-registered sales assistants will have an opportunity to
attend a session on how they can get their Series 7.—and why they might want to do so.

Solutions videos: all Registered branch staff members will be required to view and discuss the Solutions
videos developed 1Q 1995 to provide in-branch training to new brokers and staff members on Equities,
Taxable Fixed Income, Municipals, Mutual Funds, Insurance, and Unit Trusts. The tapes emphasize
suitability.—product knowledge is presented in the context of “solutions” to specific client needs. Participation
data will be entered in the CEP database.
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Section III clearly identifies individuals responsible for managing the Firm Element plan. With foresight, the
Firm also recognizes that the complexity of the plan would require additional support. The Firm budgets
definite resources to the project in the form of computer-tracking capability and two additional staff. The
tracking software has the additional advantage of providing information for business unit managers to act
upon. It is critical for a firm of any size to have the ability to track and report Firm Element compliance.

SECTION III: MANAGEMENT PROCESS

The responsibility for managing the Regulatory and the Firm Element of our continuing education plan has
been assigned to the Director of Continuing Education. She will work in conjunction with General Counsel
and the Director of Compliance to ensure that the Firm is in full compliance. She will also report directly to
the Oversight Committee and be guided by them in managing the ongoing development and implementation
process.

A separate cost center has been set up to cover administration of the plan, and an initial budget of $240,000
to pay for start up costs July 1 - December 1, 1995, has been approved. That budget will cover the
expense of setting up the computer management system and pay for two professionals. The Professional
Development Department will continue to pay the Director's salary and will provide space and staff support for
the project, at least through the end of 1995.

The total costs of the programs outlined in Section II of this document, to be delivered July 1, 1995 -
December 31, 1996, are difficult to assess. They include the budget of Professional Development, the
investment in education made by the [Firm's Retail Group] through the business units.—both product
areas and field divisions, and the programs sponsored by Capital Markets, Research, Investment Banking,
Transaction Services, and [Firm's Investment Advisory Division].

A significant investment has been made in tailoring the software management program that will enable us
to track both the Regulatory and Firm Element. The development process for this system is outlined in the
Continuing Education Timeline, [Section I, Appendix I], and structural detail can be found in Appendix I of this
Section.

The process for managing the Regulatory and Firm Elements is summarized in the following pages. It is our
current intention to rely on this document as the basis for programs and procedures for the period July 1,
1995 - December 31, 1996, although amendments may be made as outlined on the following pages based
on our internal review processes or in response to regulatory advice. In 3Q 1996 we will complete a second
full needs assessment and planning process in conjunction with the normal business and budget reviews
scheduled at that time. The plan produced as a result of this process will then guide our Continuing Education
Program in 1997. In 3Q 1997 we will complete a third full needs assessment and planning process for 1998,
and continue to conduct annual 3Q assessments and reviews every year thereafter.

FIRM ELEMENT:

Management Process

Before July 1, 1995, all business unit managers will receive CEP materials designed to help them manage
their responsibilities with respect to the Firm's Continuing Education Plan. These materials will include the
final version of their own needs assessments and continuing education plans, Section III of the firm-wide plan
outlining the management process, and transmittal forms to ensure that they and their designers understand
how to transmit the requisite data and documentation to CEP.

All participant data received from the business units for educational programs outlined in the needs
assessments and continuing education plans in Section II will be entered into the CEP database. All
documentation received from the business units for educational programs outlined in the needs assessments
and continuing education plans in Section II will be kept in the CEP archives.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

1104

http://researchhelp.cch.com/License_Agreement.htm


Although it is the responsibility of the Firm to ensure that Firm Element training is developed and available to
meet the identified needs of its covered employees, it is the affirmative responsibility of each such employee
to take all appropriate and reasonable steps to participate in the training specified by their supervisors. In
order to demonstrate compliance with the Firm Element, employees may be required to sign attendance
records or otherwise document their participation in continuing education. An employee's failure to participate
within the calendar year designated for such training may result in disciplinary action by the Firm up to and
including termination [see Legal Department memorandum, Appendix III].

Each quarter all business unit managers will receive a report enabling them to see where they are with
respect to their continuing education plans, including the names of covered persons in their units and the
programs they have taken and the names of those who have not received any tracked continuing education in
the quarter of the calendar year.

These reports will also be summarized for Senior Management and Legal/Compliance review. Evidence
of negative trends or patterns will be immediately addressed and corrective action initiated. That action
may include adjusting the management process, reassessing a particular continuing education plan, or
reassigning supervisory responsibilities.

The Firm recognizes the important role of line management to ensure compliance with the Firm Element. The
distribution of information outlining the Firm's procedures, training requirements, and a quarterly management
report will enable line management to actively support the Firm's training programs.

Periodic management reporting is an essential tool to ensure the commitments outlined in the training plan
are met. The Firm has identified an oversight role for Senior Management and Legal/Compliance staff.
These groups will monitor the management report and address potentially troublesome trends that could
lead to non-compliance with training requirements. The management reporting tool combined with senior
management oversight is a powerful combination to reinforce the importance of Firm Element training.

Review Process

Each quarter business unit heads as well as senior representatives Legal/Compliance will be asked to update
their needs assessments and continuing education plans. Any material changes will be added to Section II of
this document in the form of appendices to the business unit plans after review by Legal/Compliance and the
oversight committee.

In order to qualify as a part of the Firm's continuing education plan a program must be:

• focused on serving the best interests of our clients;

• designed to give participants a clear understanding of:

• the characteristics and associated risk factors of the investment/strategy/service;

• the suitability of the investment/strategy/service for particular clients; and

• the regulatory requirements affecting the investment/strategy/service.

Program materials should include coverage of the following, to the extent they can reasonably be identified:

• descriptive information regarding general features;

• basic techniques for pricing;

• associated risk factors such as market risk, interest rate risk, currency risk;

• features that may affect liquidity, taxability, callability, convertibility, and legality or certain classes of
investors;

• suitability of the investment/strategy/service for different types of investors, taking their investment
objectives, constraints, financial status and level of sophistication into consideration; and

• applicable regulatory requirements, including standards for communication with the public.
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Program documentation to be maintained in the CEP archives will include:

• copies of all materials including agendas, outlines, videotapes, CBTs, workbooks, scripts, and tapes.

Program delivery may be accomplished in a variety of ways including:

• workshops, seminars, lectures;

• supervised independent study;

• computer-based training and on-line education audiotapes, videotapes, Firm Network broadcasts; and

• meetings, video conferences, conference calls.

Program participation information should be gathered:

• records of individual participation should be kept whenever practical and sent to CEP for entry into the
database; and

• when individual participation cannot be documented, program description, objectives, target audience, and
materials should be identified on the CEP transmittal form and sent to CEP to be kept in archives.

Program evaluation should be solicited:

• participant evaluations should be included in summary form with the other documentation sent to CEP for
the archives and will be used in the annual CEP review process.

Program information must be documented:

• a transmittal form has been developed as a guide for documenting each continuing education program
[Appendix IV: transmittal forms]. The information on the form will be entered into the computerized tracking
system and provide an index for materials held in the archives.

These program standards will apply to both the ongoing review process and to the major annual review
undertaken in 3Q each year. In addition, the annual process will include a thorough Legal/Compliance needs
assessment based on information from audit reports, litigation and arbitration, data from the Regulatory
Element, client complaints, and regulatory initiatives, and an equally thorough business needs assessment
based on strategic analysis of the markets with a clear focus on the best interests of our clients.

TO: All registered/covered persons

FROM: [Deputy General Counsels]

SUBJECT: Securities Industry Continuing Education Program (CEP)

DATE: June 28, 1995

The following policy and procedures will apply to all registered/covered persons who are in non-compliance
with either the Regulatory Element and/or the Firm Element of the CEP. In addition, individuals who are not in
compliance may be subject to disciplinary action by any of six self-regulatory organizations (“SROs”) and/or
by any State securities regulators.

Regulatory Element

Under the Regulatory Element of the CEP, as of July 1, 1995, all registered persons, with the exception
of those who have been registered for more than 10 years and have not been the subject of a specified

disciplinary action 1   during the most recent ten years, are required to participate in a computer-based
training session on the occurrence of the second, fifth, and tenth anniversaries of their initial registration date

(“anniversary date”). 2   The training session must be completed within 120 days after the anniversary date
(“deadline date”).

The Central Registration Depository system will track individuals subject to the Regulatory Element
requirement and notify the Firm in advance of those employees who, after July 1, 1995, are approaching
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their second, fifth, or tenth anniversary date. The Firm, in turn, will send a notification for training to those
employees at least 120 days before the deadline date. The notice will include a listing of NASD Proctor
Center sites where registered persons can schedule an appointment to take the computer training session.

The Firm will send a second and final notice thirty days before the deadline date to any employee who has
not yet completed the Regulatory Element.

Individuals who have completed the computer training session will be given a receipt at the NASD Proctor
Center evidencing such completion. Employees should save these receipts to eliminate the possibility of
any future misunderstanding concerning their completion of the Regulatory Element. Failure to complete the
Regulatory Element during the prescribed time period will result in a person's registration becoming inactive
on the 121st day. A person whose registration becomes inactive cannot conduct a securities business,
perform any of the functions of a registered person, or receive compensation for activities that require
registration until he or she meets the requirements of the Regulatory Element. An employee's failure to
adhere to the restrictions of inactive registrations will result in their immediate termination by the Firm.

If the Firm determines that an employee has failed to take affirmative steps to satisfy the Regulatory Element,
that employee may be suspended or terminated. Evidence of affirmative steps by an employee include the
taking of specific and timely actions to schedule the requisite computer training and by making himself/herself
readily available for such training.

Firm Element

Covered persons subject to the continuing education requirement under the Firm Element of the CEP are
all registered persons who have direct contact with customers in the conduct of the Firm's securities sales,
trading, or investment banking business, and the immediate supervisors of such persons.

Beginning no later than January 1, 1996, all covered persons will be periodically required to participate in
continuing education. Required training may include seminars, workshops, conferences, written materials,
videotapes, computer-based training, conference calls, or mentoring programs. The Firm will review
its continuing education needs and revise its training plan annually. Employees will be advised by their
supervisors concerning their specific training requirements.

Although it is the responsibility of the Firm to ensure that Firm Element training is developed and available to
meet the identified needs of its covered employees, it is the affirmative responsibility of each such employee
to take all appropriate and reasonable steps to participate in the training specified by their supervisors. In
order to demonstrate compliance with the Firm Element, employees may be required to sign attendance
records or otherwise document their participation in continuing education. An employee's failure to participate
in Firm Element training within the calendar year designated for such training may result in disciplinary action
by the Firm up to and including termination.

Section III, Management Process, is well-documented and comprehensive. It has also been effectively
communicated to the field by the memo (below) sent to all registered persons from the General Counsel's
Office. The memo reminds each employee of his or her individual responsibility to participate in the training
specified in the Firm Element, and that failure to participate may result in disciplinary action by the Firm “up to
and including termination.”

Also there is a provision and a process for senior management and legal and compliance personnel to update
the training plan on a quarterly basis. This approach allows the training plan great flexibility to meet the
training needs of covered persons.

A Mid-Sized Investment Banking Firm Prepared for 1996

1996 Continuing Education Plan

I. INTRODUCTION

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

1107

http://researchhelp.cch.com/License_Agreement.htm


The purpose of this Continuing Education Plan (the “Plan”) is to comply with the Continuing Education
requirements set forth in Part XII to Schedule C of the By-Laws of the National Association of Securities
Dealers, Inc. The plan will apply to the firm's registered personnel who have direct contact with customers,
their immediate supervisors, as well as any employee designated by his or her immediate supervisor (the
“Covered Persons”). The objective of the Plan is to enhance securities knowledge, skill, and professionalism
of the Firm's Covered Persons. The Department responsible for development of, and monitoring compliance
with, the Plan is the Compliance Department, which is currently represented by [Name.]

II. NEEDS ANALYSIS

A. Methodology

As a basis for the conclusions and training determinations set forth in the plan, the Firm has performed an
analysis of its overall business. This analysis was used to identify and target specific training needs. The
analysis was performed by the Compliance Department with the assistance of [outside law firm]. Data was
gathered for the analysis by means of questionnaires sent to Senior Management of each department. In
addition, a review of the Firm's personnel records was made to determine the experience and background of
all Covered Persons.

B. The Company

1. Products and Service

Founded in 19[ __], the Firm is dedicated to providing capital raising (public and private) and mergers and
acquisitions services to leading growth companies in the distinct areas of [specified industries], the Firm is a
full service investment bank. The Firm currently makes a market in 100+Nasdaq-NMS stock in the two areas
of [specified industries]. The Firm has two locations. The first location is comprised of 3 Covered Persons
in the Corporate Finance Group. All other business activity in the Sales & Trading, Research, Corporate
Finance and Operations/Administration takes place in the [second location.]

M&A SERVICES: Representing public and private companies (in the industries highlighted above) in
corporate mergers, sales, and acquisitions, rendering fairness opinions, arranging strategic partnering
transactions, developing and implementing hostile takeover defense strategies, and managing stock
repurchase programs. Currently we have no Covered Persons in this area.

CORPORATE FINANCE: The Firm is a selective underwriter of equity offerings in the [specified industries].
Our size allows focused and detailed transaction execution for a select group of companies. Currently we
have 12 Covered corporate finance partners/associates. (One associate will be registered within the next 6
months).

RESEARCH: The cornerstone of the Firm's operations is research expertise. Currently, our research teams,
comprised of an analyst and an associate, cover 100+different companies in the industries highlighted above.
The Firm focuses on 9 high-growth sectors within the [specified industries]. Currently we have 20 Covered
research analysts and associate employees. (Two research employees will be registered within the next 6
months).

SALES & TRADING: The Firm's sales & trading department makes a market in 100+stocks in the selected
industries. The Firm's institutional sales force has long standing relationships with the 350 leading buyers
of growth company stocks, providing access to potential investors on a worldwide basis. These institutions
are critical to the success of all growth stock offerings, as they typically represent in excess of 80% of all
buying interest. Currently we have 35 Covered Persons (3 sales assistants will be registered within the next 6
months).

SYNDICATE: One of the Firm's newly created departments, the syndicate department will work closely with
corporate finance to facilitate superior syndicate structure and settlement for the various underwriting that we
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manage or co-manage or in which we participate in as a syndicate member. Currently, we have 2 Covered
Persons in this department.

FUND MANAGEMENT: The Firm currently has three closed-end funds under management with two
registered employees in this department.

OPERATIONS/ADMINISTRATION/COMPLIANCE: Maintains books and records of the firm. The Firm
currently has 4 registered employees in these departments. Two additional employees may be registered
in 1996. For purposes of Schedule C of the By-Laws of the National Association of Securities Dealers, this
group of registered employees is not required to be included in the Firm Element of the CEP, however, it is up
to the discretion of the Head of Operations to determine if this category of registered person will be included
in the 1996 plan or in the future.

2. Professional Experience Level

All Covered Persons are Series 7 licensed, and those in a supervisory or management role are Series 24
principals. Any new employee hired into any of the above groups who is not registered upon hiring will be
registered within a six month time frame. However, to maintain high professional standards in our firm, we will
require all unregistered employees who are in the Sales & Trading, Research, Corporate Finance, Syndicate
& M&A departments to participate in the firm element of the CEP. Following are the breakdowns of the
experience and education of the Covered Persons.

      

Years of Licensed Experience               No. of Employees

                   0-2                                   28

                   2-5                                   18

                   5-10                                  13

                   10+                                   14

   Education (Minimums):

   HS=10%                             Some College=20%

   College Degree=50%                 Advanced Degree=20%

In addition, none of the Firm's current Covered Persons have had disciplinary actions brought against them
by a regulatory or self-regulatory agency.
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This section provides a good overview of the Firm's securities business and its personnel, including their
functions, experience, and education. It is also noteworthy that the Firm has opened its continuing education
program to non-registered personnel in various departments and registered employees in the operations
area.

C. Factors

In order that the Plan meets the specific needs of the Company, the foregoing information with respect to
the Company's size, organizational structure, and scope of business, have been taken into account when
considering the following factors mandated in the guidelines established by the Securities Industry/Regulatory
Council on Continuing Education.

1. Economic and Market Conditions

Currently, there are no economic or general market conditions warranted to include in the Plan for 1996.

2. Existing and Planned Business Initiatives

Currently, the Firm has a small retail component in the sales and trading area serviced by the Corporate
Services Group (“CSG”). The CSG mainly services individuals who acquire wealth upon a successful
completion of a public offering which the Firm facilitated and individuals associated with issuers that are
our corporate clients. The CSG plans to expand its retail business to include clients not associated with
companies we bring public. This effort will require us to expand our supervisory responsibilities and include
topics such as Suitability and Risk Disclosure.

We also have the newly created Syndicate Department and new managers in Corporate Finance, Sales &
Trading, and a new co-manager in Research. Because of these changes, the Firm most likely will grow by at
least 10-15 new employees to make the total firm size roughly around 110-115 employees in the year 1996.
The Compliance Department in conjunction with department managers will monitor for potential needs of
amendments to the Plan.

3. Specific Product and Service Related Information

The Firm specializes in capital formation for companies in the [specified] industries. The Firm's services
are centered in the areas of institutional sales, market making (equity products only, no debt instruments or
options trading), corporate financing, and research.

4. Legal and Regulatory Developments

The legal and regulatory developments on which the firm believes education of its Covered Persons is
warranted are:

a. Shorter settlement periods

b. Continuing Education Requirements

c. Limit order protection for retail clients

d. Securities Litigation Reform

e. Institutional Clients - Suitability Issues/Concerns

f. Rules 10b-5, 6 & 10

g. Rule 10b-5 liability

h. Information Screen (Chinese Wall)

5. Customer Complaints, Arbitration, Litigation
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The Firm has had no customer complaints, and no customer arbitration or litigation.

6. Department Feedback

The Firm solicited feedback from its Compliance Department with respect to topics for inclusion in the plan.
That Department has identified the following topics: Regulatory Developments, Registration Requirements,
Employee Training, Reporting, Documentation, Supervisory Procedures/House Policies, Employee Trading.

The Firm also solicited feedback from its Operations/Administration Department with respect to educational
topics. Those groups identified: Maintenance of Books and Records, Maintenance of Customer Account
Documentation, New Account Information, Correction of Error Procedures, Regulation T, and Short Sales
Rules.

7. Sales and Marketing Strategies

The Firm's coordination of Research and Corporate Finance in connection with our investment banking
activities necessitated our inclusion of continuing education on (Chinese Wall) and Insider Information into our
Plan.

8. Regulatory Reviews

In the past five years, the Firm has elected to follow Acceptance, Waiver, and Consent Procedures in
connection with an excessive spread report and Nasdaq volume reporting. It was also alleged by [a state
securities regulator] that the Firm sold securities to non-exempt persons in that state without complying with
broker-dealer or agent licensing requirements. These actions together with the recent regulatory reviews have
highlighted the importance of the Firm's Covered Persons receiving education in the areas of NASD Trading
Reporting Procedures, Research Reports and Employee Trading, Free-Riding and Withholding, and State
Securities regulation (Blue Sky). These topics have been covered in written memorandums as set forth in
item 9, below.

9. Previous and Current Training

The annual compliance meeting attended by the Covered Persons contains an element of training regarding
compliance matters. In addition, during the past two years Covered Persons have received written material (in
memo form) on the following topics:

   Holding Period for Employee Trading            (1995)

   Free-Riding and Withholding                    (1995, 1994)

   Front Running Research                         (1995, 1994)

   Customer Limit Orders                          (1995, 1994)

   Short Sales Rules                              (1995, 1994)

   Interpositioning                               (1994)
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   Outside Business Activities/Outside Accounts   (1994)

   Penny Stocks                                   (1994)

   

Rule 10b-6 “Passive Market Making”             (1995-Group Meeting, 1994)

   

Rule 10b-18 “Safe Harbor” Adoption             (1994)

   Blue Sky and Agent Licensing                   (1995)

10. SRO and Industry Information

The Compliance Department in conjunction with [outside law firm] keeps abreast of the industry-wide
regulatory changes and information. If information is deemed to be relevant for the firm's CEP, it will be
adopted into the Plan.

11. Performance Reviews

Performance reviews have not identified training needs within the continuing education objective.

12. Regulatory Element Results

The Firm has not yet received feedback from the Regulatory Element of the CEP.

This section presents the results of the Firm's review of certain factors identified in the Firm Element
guidelines and provides a general indication of those areas to be addressed in the training plan. Additionally
it clearly assigns responsibility for monitoring the need for plan updates to the Compliance Department with
input from the Firm's department heads. Additional details of how the Firm will amend its plan would be
helpful.

The Firm does a good job of touching all the bases, but the plan would have been clearer if it had elaborated
more on the specific training issues contained within certain areas. For example, the analysis would
have been stronger if it had identified specific training objectives that responded to the regulatory issues
summarized in Paragraph 8 (above).

III. THE CONTINUING EDUCATION PLAN

A. Medium/Content and Audience

The Firm believes that its continuing education would best be delivered via self-study computer- based
training modules. The Firm will supplement these modules with group training at the annual compliance
meeting, informal small group instructions (for certain classes of Covered Persons), and written memoranda.
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To better highlight our continuing education material, written memoranda and group training instruction
material shall be labeled with a header: Firm Continuing Education.

The Firm will use [Vendor] to service its computerized training needs.

1. Computer Based Training/Booklet Modules

The Firm has selected the following modules for inclusion in its 1996 Training Plan.

Suitability & Risk: Designed to help registered representatives determine the suitability of the Firm's
recommendations and make proper risk disclosure to customers. Representatives will review the process of
gathering information required to determine suitability, communicating all necessary risk factors, evaluating
risk tolerance, and providing sound justifiable recommendations.

• This module will be required for Covered Persons in the Sales & Trading Department's Corporate Services
Group, Sales Assistants & Sales Associates.

Documentation of Client Accounts & Orders: A comprehensive guide to the creation and maintenance of
proper documents and procedures necessary to comply with industry regulations. This module also examines
how records are intended to protect the interest of customers, registered representative and broker/dealers.
In addition, it reviews the documents associated with opening a variety of accounts and entering orders for
securities transactions.

• This module will be required for Covered Persons in the Sales & Trading Department's Corporate Services
Group, Sales Assistants & Operations Assts. (Projected)

Institutional Sales & Trading: Provides a thorough analysis of sales and trading rules as they apply
to transactions for institutional customers and a broker/dealer's own account. The unique regulatory
environment governing institutional business is reviewed in detail. Subject highlights include proprietary
trading, insider trading, Chinese Walls, and Suitability issues for institutional investors.

• This module will be required for Covered Persons in the Sales and Trading Department. (Projected)

OTC Markets: A comprehensive review covering the major listed exchanges, Nasdaq, and the over-the-
counter marketplace. Content includes rules and regulations, order types, transactions, and ethical behavior.

• This module will be required for Covered Persons in the Sales & Trading, Research & the Fund
Management Departments. (Projected)

Equity Securities: A study of the characteristics of common stock, preferred stock, rights, and warrants,
including a discussion of types of common stock classified by investment features. It also reviews information
used by analysts when making recommendations. Suitability issues are also covered.

• This module will be required for Covered Sales Assistants or any employee (whether covered or not) upon
the discretion of department heads.

Investment Banking: This module examines the operations of investment banking departments and the
regulations governing their activities. Subjects include: the need for capital, methods of capital raising,
mergers and acquisitions, registered offerings, shelf-registrations, and private placements.

• This module will be required for Covered Persons in all Departments.

Ethics & The Registered Rep: This module examines moral issues a representative/brokerage firm faces
when dealing with the public and the fiduciary responsibilities a firm has towards its customers. Specifically
discusses: The Manning Rules, Insider Trading, Investment Advisory Services, The Research Analyst,
Unauthorized Trading.

• This module will be required for Covered Persons in all Departments.

Supervisory Rules & Procedures: An overview of the supervisor's role that emphasizes the early detection
of potential problems.
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• This module will be required for all Covered Persons in Supervisory roles.

This section contains a good breakdown of the Firm's training goals.

Particularly noteworthy is the requirement across all departments for “Ethics” training and the special
emphasis on supervisory training.

However, the plan does not clearly relate the specific training in its training plan to specific issues identified by
the needs analysis. Also, given the wide disparity in experience among its employees, the Firm may wish to
consider offering training that reflects the diverse experience levels of its covered persons.

2. Group Training

Education in the areas of prohibited practices and house policies, regulatory changes, and any arbitration
and litigation issues will be discussed during a special educational segment at the Firm's Annual Compliance
Meeting. This meeting will be conducted by the Compliance Officer and shall specifically include information
relating to Chinese Wall procedures.

In addition, Covered Persons who are designated by their department manager will receive additional
education via small group instruction. The instruction will be given by in-house employees who are
knowledgeable in a selected topic. Group instruction will also be given by the Compliance Officer, the
Assistant Compliance Officer, or the Operations Supervisor to discuss operational issues, account
documentation, due diligence, and such other areas as the department managers shall determine.

3. Written Memoranda

All Covered Persons shall receive written memoranda on the Continuing Education Requirements.
In addition, education on such other topics as may be determined during the year by the Compliance
Department and the Department heads may also be delivered via written memoranda and/or outside
professionals.

B. Record Retention/Tracking

The Compliance Department shall maintain a roster of Covered Person, which shall reflect the education
required of each Covered Person and track the status of their completion. The format of the roster is attached
to this Plan. (Not included here.)

In addition, the Compliance Department shall maintain files as follows:

1. Computer Based Training

This file will contain course outlines, completion reports, and analyses of completed materials, by module.

2. Group Training

This file will contain course outlines, including date and time delivered, and attendance lists.

3. Written Memoranda

This file will contain copies of all Written Memoranda, names of recipients, and/or distribution lists
acknowledgments.

This section does several things well. Of special note:

1) It clearly assigns responsibility for monitoring compliance with the continuing education requirements to a
specific department (the Compliance Department);

2) It requires this department to maintain a central file of all materials used in the Firm's continuing education
program; and,
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3) It provides for a participation tracking system for computer-based and group training sessions and for the
distribution of memoranda dealing with regulatory issues.

A Mid-Sized Insurance-Affiliated Broker/Dealer Prepared for 1996

Introduction

BACKGROUND

This report is submitted to comply with the requirements of the Continuing Education Program adopted by the
NASD in February, 1995.

This firm's approach to the Regulatory Element is presented in Appendix A [not included].

What follows is the Firm Element Needs Analysis and Training plan for [this Firm]. It was prepared during
May and June, 1995 by a project team consisting of [team names]. Additional input from home office and field
people associated with [Firm] was gathered by a survey, described below, that was a major component of the
project.

The way in which this Firm has clearly separated its needs analysis and training plan enables it to
communicate the logic behind its overall Firm Element plan very effectively.

TOPICS OF DISCUSSION

Part One of this report is the needs analysis. Part Two is the training plan. The content of both Parts is
based upon guidelines which were published in March, 1995 by the NASD in Notice to Members 95-13. We
analyzed the guidelines and identified all the topics that the project team considered applicable to [Firm].
These topics were subsequently grouped into several larger categories for purposes of the work of the project
team. This report is organized around those larger categories, which are:

1. A Description of [Firm] - the NASD guidelines on the Firm Element are very clear that each firm's training
program be tailored to the firm's unique characteristics. This section of the report provides details about
[Firm's] organization, product offerings, distribution strategies, and compliance experiences.

2. A Survey of [Firm] - this section summarizes a survey of 15 people.—12 home office and 3 field.—
associated with [Firm]. The survey was designed to evaluate levels of knowledge and skill of [Firm] registered
representatives in the areas of product, administrative procedures, and sales practices.

3. Proposed Training Modules - drawing upon the characteristics of this firm and the results of the
survey, this section outlines proposed modules for the Training Plan. Appendix C is a catalog and
assessment of existing training resources organized according to the proposed training modules.

4. Implementation Schedule - this section lays out a schedule for achieving full implementation by January 1,
1996.

5. Market Events and Regulatory Responses - this section of the report provides perspective on the context
within which the continuing education requirement was created. It is background material that explains the
need for the regulation and the sorts of issues the regulation hopes to address. [Since this section has little
direct bearing on developing a training plan for [Firm], it has been omitted from this publication.]

Here the Firm makes it clear that it drew upon real needs identified in the analysis of its organization, product
offerings, distribution strategies, and compliance experience. A question remains, however, if the survey
sample (summarized in #2 above) is adequate to represent the Firm accurately.

PART ONE - NEEDS ANALYSIS

Category 1.—A Description of [Firm]
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Organization - [Firm], a wholly owned subsidiary of [parent insurance company], was founded in 19[ ] to
act as broker/dealer for stock mutual funds managed by [subsidiary company]. In 19[ ] the two funds were
consolidated into one, and in 19[ ] the assets of the remaining fund were merged with a fund managed by
[subsidiary company]. Since then [Firm] has functioned as a conduit for the sale of mutual fund shares and
variable products of outside investment companies.

[Firm] is based at the [Parent firm's home office] with staffing provided by [Parent] employees who allocate
some or all of their time to conducting the management, supervisory, and training functions of the broker/
dealer. The home office is the only Office of Supervisory Jurisdiction that [Firm] maintains. All review and
acceptance of new accounts is performed by a home office-based registered principal.—trades are accepted
at any other location. All mutual fund shares sold by [Firm] representatives are registered directly between the
mutual fund company and the investor; no shares are held in “street name” accounts by the broker/dealer and
there are no discretionary accounts. Additionally, permanent records of all applications, investor information,
check registers, licensing, commissions, and other activities are kept at the home office.

Sales Force - Licensed to sell securities in [ ] states, [Firm] operates in 37 locations. There are approximately
250 registered representatives. The number of representatives associated with each location ranges from 0 to
25, with most locations having between 1 and 10 reps.

Each location has a sales coordinator who is responsible for the distribution of sales material, maintaining
records, and carrying out other functions requested by the broker-dealer. Some locations have one or more
unit coordinators with whom the sales coordinator shares his duties. The coordinators do not have authority to
manage, supervise, or train sales representatives.

[Firm's] sales force consists of the career agents, brokers first line and, on an exceptional basis, brokers of
[Parent] Insurance Company. To become registered with [Firm], an individual must take, minimally, Series
6 and 63. Although unable to sell general securities through [Firm], almost half of the reps hold a Series
7 license. Additionally, 94 reps are appointed with at least one variable annuity company and some are
appointed with more than one. About 30% of reps have been licensed for over ten years; 50% have at least
one professional designation such as JD, CLU, ChFC, CFP, or CPA.

Product - [Firm] currently has selling agreements to provide its reps access to mutual funds, variable
annuities, and variable life. No other product types are available through [Firm], nor are new ones currently
contemplated. Sales are overwhelmingly concentrated in mutual funds as demonstrated by 1994 sales results
(almost $45,000,000):

Sales agreements have been signed with over 40 different mutual fund companies and 6 variable product
companies, providing approximately 1,500 funds with a full range of investment options. Within this product
line, however, mutual fund sales volume is concentrated in 6 or 7 fund families and less than 100 funds,
while, among the variable products, 3 of the 6 companies represent over 95% of the sales volume.

Distribution - Sales of [Firm's] products are generally incidental to the primary focus of its reps, which is
the sale of individual life insurance, disability insurance, and qualified plans in the professional and small
business market. [Firm's] target market is generally quite affluent and is reasonably astute about financial
matters. The typical approach to the market is based on total needs rather than on transactions. It is quite
common that the individuals whom [Firm] reps work with to become long term clients whose financial affairs
are well known to the producers. [Firm] investor purchases are divided among regular accounts, company
pension plan side funds and IRAs as shown by the chart:

Although 14 locations produced sales in excess of $1 million, the top 5 locations combined for over 40% of
1994 sales. Similarly, the top ten [Firm] producers accounted for about one third of total sales, while most
reps sold less than $100,000 in volume:

Compliance - [Firm] has always considered compliance to be a top priority. As market events and SRO
initiatives have accelerated, [Firm] has also accelerated its compliance activities. Specific examples include:
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• Development and updating of the annual Compliance Meeting. Each year since its inception in 1989, the
outline for the meeting has been reviewed and modified to recognize current hot topics. For example, in 1994
the outline was expanded to include a copy of NASD Notice To Members 94-16 regarding sales practice
obligations.

• Special mailings on selling away, RIA issues and outside business interests. While these items are all part
of the annual Compliance Meeting, [Firm] has conducted special mailings and surveys on them. In December,
1994, [Firm] conducted a survey to determine which of its reps are RIAs and to inform all reps of the NASD's
position on RIAs directing trades to outside broker/dealers.

• Closer monitoring of registered rep status. In 1992, [Firm] developed procedures designed to provide better
control over the composition of its field force. Of particular concern were dually licensed reps, and reps who
were non-first line brokers of [Firm]. After cleaning up dual licensing records and clearing out brokers whose
registrations appeared to be “parked” at [Firm], the broker/dealer instituted an annual review of these two
categories of reps.

• Enhancing suitability review procedures. Beginning in mid-1994, [Firm] embarked on a project intended to
respond to NASD concerns about suitability. Following extensive research and discussion, a New Account
Form was created and introduced to the field in June, 1995.

• Industry Organization Support. A variety of organizations exist throughout the industry that provide access
to an outside source of expertise and opinion on SRO positions. The organization most closely tied to [Firm]'s
operational environment is the Insurance Affiliated Broker Dealer Forum (IABDF). [Firm] has made it a point
to have somebody attend at least one IABDF meeting a year.

In addition, the NASD sponsors an annual District compliance meeting, which [Firm] sends somebody to on
an annual basis.

Customer Complaints and Litigation - [Firm] has been fortunate in its relationship with its customers. There
has been no litigation involving [Firm] accounts. A review of the Complaint File reveals:

• A complaint from 1992 which was determined by [the NASD District Office] not to warrant action.

• A 1991 memo describing a misunderstanding that resulted in a $100 loss to an investor; the situation was
settled when the rep covered the loss as a goodwill gesture.

Audits and Regulatory Reviews - [Firm] was audited in routine by the NASD in 1990 and 1993. The 1990
audit found a small technical discrepancy in computing net capital; this item was addressed in response to the
audit. In 1993 the audit found:

• Certain firm employees needed to be fingerprinted;

• Wire order checks were not being deposited quickly enough into the firm's escrow account;

• Customer confirmations were not being retained until the annual statements were received; and

• The [Firm]'s Compliance Meeting did not mention the prohibition against insider trading.

All of these items were addressed in response to the audit.

This section provides a good overview of the Firm's organization, involvement in the securities business,
and relationship to the insurance company parent. The Firm's existing compliance educational efforts are
appropriately focused on the securities activities of this insurance-affiliated broker/dealer. Reviewing past
training efforts provides good insights to a firm for ascertaining future training needs.

Category 2.—Firm Survey

Personnel in all the functional areas of the broker/dealer were surveyed about their opinions on registered
rep knowledge about three major topics: product, procedure, and practice. While not all the people surveyed
could answer all the questions from first-hand experience, the composite results were consistent and clear:
On average, rep knowledge about the issues addressed is perceived as only fair to good.
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Persons Interviewed

                   Sales                     Commissions

                   Compliance                Law

                   Order Desk                Agency

                   Licensing                 Field

Survey - In your experience, rate [Firm] registered representatives on their knowledge of the following items:

• Product

1. Products available through [Firm] and the investment features of those products.

                   Excellent                 1

                   Good                      1

                   Fair                      7

                   Poor                      0

2. The various risk associated with investments (business risk, interest rate risk, inflation risk, market risk,
etc.)

                   Excellent                 1

                   Good                      4

                   Fair                      3

                   Poor                      -

3. The tax issues involved with mutual funds and variable annuities.

                   Excellent                 -

                   Good                      5

                   Fair                      4
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                   Poor                      -

• Procedure

1. NASD and state licensing requirements

                   Excellent                 1

                   Good                      4

                   Fair                      7

                   Poor                      1

2. The licensing issues involved with variable products.

                   Excellent                 -

                   Good                      2

                   Fair                      4

                   Poor                      5

3. The conditions under which one must register as an investment advisor.

                   Excellent                 -

                   Good                      1

                   Fair                      1

                   Poor                      6

4. [Firm] procedures for submitting new account applications.

                   Excellent                 1

                   Good                      8

                   Fair                      -
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                   Poor                      -

5. The need for documentation in the sales and servicing of customer accounts.

                   Excellent                 -

                   Good                      3

                   Fair                      6

                   Poor                      -

6. The procedures for [Firm] commission payments.

                   Excellent                 3

                   Good                      3

                   Fair                      4

                   Poor                      1

• Practice

1. The NASD Rules of Fair Practice

                   Excellent                 1

                   Good                      3

                   Fair                      5

                   Poor                      -

2. Suitability issues

                   Excellent                 1

                   Good                      2

                   Fair                      5
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                   Poor                      -

3. What is the general approach taken by [Firm] registered reps in selling securities?

                   Total needs planning      3

                   Qualified plan funding    1

                   Single-need sale          3

                   Order-taking              2

                   All of the above          2

4. What is the place that securities sales occupy in [Firm] reps' business practice?

                   Primary sales focus       -

                   Secondary sales focus     7

                   Seldom sell securities    3

                   Other                     -

• Comments

1. There is a wide range of experience and knowledge among the RRs; the top producers (20 or so) know the
issues very well; most others have only a limited knowledge; knowledge is related to production level, both at
the agency level and among RRs.

2. Where there is a weakness, it is the result of inadequate communication from the home office.

3. Sales coordinators need to be better trained in order to help RRs before questions come to the home
office.

4. There isn't enough communication about who to call on a particular issue (e.g., accounting calls on
product).

This survey is simple and direct. It identifies the general need to enhance understanding of that portion of the
securities business in which representatives with a primary insurance orientation are engaged. Although the
survey leads directly to the conclusions underlying the training plan, which follows, the analysis would have
benefited from more data from the field and a more explicit quantitative analysis of the data.

PART TWO - TRAINING PLAN

Category 3.—Proposed Training Modules
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Critical Factors - From the preceding material, a number of items emerge as the critical factors to address in
creating a training plan. These are:

• [Firm] functions as a conduit for the sale of mutual fund shares and variable products of outside investment
companies. From a training perspective, it is clear that product knowledge of a limited and specific sort is
required. Training in a wide array of investment vehicles is necessary only to the degree that a knowledge
of how the securities underlying mutual funds work is important in understanding the funds themselves.
Extensive training in stock options, for example, would serve little purpose.

• [Firm's] sales force consists of the agents and brokers of [Parent] doing business in small clusters - typically
with less than 10 reps at each location. Training materials should generally be suited to delivery to small,
spread-out groups via computer, videotape, or written word. In-person presentations may be suited to certain
agencies and at certain events (e.g., regional seminars).

• [ Firm's] customers' primary relationship with a [Parent] rep is based mainly on insurance needs. Training
materials should recognize the relationship orientation of the [Parent] reps. This is not a “dialing for dollars”
environment.

• [Firm] reps are only secondarily in the securities business and most sell less than $100,000 a year. As with
most things, knowledge of securities products, procedures, and practices is acquired through repetition. Reps
who seldom engage in fund sales require ready access to information that will quickly refresh their knowledge
of securities activities.

This section clearly identifies certain constraints within which the training plan must be conducted. These
“critical factors” condition the environment for training and must be accommodated if that training is to be
successful. For example, 1) the product training must focus on the managed securities offered by the Firm,
2) the form of the training must be adaptable to the wide distribution of the sales force, 3) the presentation
of the material must incorporate the relationship between representatives and their clients, and 4) because
the representatives only occasionally engage in securities activities, the training material must be readily
accessible and lend itself to quick review.

Modules - The training plan will consist of modules which address product, procedures, and practice, all of
which the survey showed as areas needing improvement. The objectives of the modules are described below:

• Product

1. Availability - A guide to the mutual funds and variable products available through [Firm], with special
attention given to those most frequently used by our RRs.

2. Investment Features - A generic discussion about the characteristics of the various types of funds,
including the underlying investments, expenses, and sales charges.

3. Risk Characteristics - A generic discussion about the specific risk factors associated with each type of
mutual fund.

4. Tax Issues - a generic discussion about taxation of mutual funds and variable products, with focus on
issues such as capital gains vs. ordinary income and tax deferral.

• Procedure

1. NASD Licensing - A guide to the requirements and procedures for registration with the NASD and the
states in which the RR will conduct business.

2. Variable Product Licensing - A guide to the special requirements for becoming licensed to sell variable
products.

3. RIA Registration - A guide to the conditions under which an RR must become registered (SEC and states)
as an investment advisor and the position of [Firm] RRs who engage in investment advisory activities.

4. Submitting Business - A description of the procedures and requirements for submitting applications and
executing wire orders.
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5. Servicing Existing Accounts - A description of handling additional investments in a client's account, and the
need for record keeping by the registered rep in order to adequately service client accounts.

6. Commission Payments - A description of the process and schedule of [Firm] commission payments.

• Practice

1. Rules of Fair Practice - Ongoing training in the RR's responsibilities in dealing with customers under the
Rules of Fair Practice and updates on current issues of concern by the NASD regarding compliance matters.

2. Suitability - Ongoing training in the issues connected with “knowing the customer” and establishing a match
between the customer and recommended investments; also on the use of the New Account Information form.

3. Sales Approaches - Ongoing training in the opportunities for securities sales which will arise in the course
of the RR's practice, with a focus on total needs planning and qualified plans.

4. Role of Securities - Ongoing training in the role which the sale of securities plays in the registered reps'
primary practice of life insurance.

The content of the above modules reflects the Firm's securities activities and the results of its needs analysis
in the first part of the report. Of particular note are the last two modules above, which go beyond product and
compliance knowledge to address overall financial and retirement planning approaches.

Ten RRs produce approximately one-third of this Firm's securities revenues (see chart #4). The Firm may
benefit from having a two-tiered approach to its continuing education by addressing the special needs of
those individuals most actively involved with mutual funds and variable annuities, as well as the “baseline”
needs of others in the sales force.

Category 4.—Implementation Schedule

Projects - To proceed from this level of planning to full implementation, we have adopted the following
schedule:

Project

Assess internal and external resources and make decisions on delivery system for each module. In
evaluating external training programs we must take into account the critical factors listed above, specifically
the limited scope of our registered reps' activities. We will consult with the [Parent] training department for
assistance in this phase.

   

Time Frame                            July - August

Project

Develop and deliver initial training modules at the [Parent] regional seminars. These modules will be in the
form of in-person presentations by home office personnel.

   

Time Frame                            September - October

Project

Assess feedback from the regional seminars and finalize other elements of the training program.
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Time Frame                            November - December

Project

Begin implementation of all program modules for the continuing education of [Firm] registered reps.

   

Time Frame                            January 1, 1996

Although the Firm's entire training plan is not printed here, it is interesting to note that the Firm set out to
assemble its training modules with an eye to the critical factors discussed earlier in the report. The Firm also
elected to “pre-test” the content of the modules at regional seminars so as to obtain constructive feedback
before committing to the final versions of the module content.

A Large Insurance-Affiliated Broker/Dealer Prepared for 1995

NASD Continuing Education Part One

NEEDS ANALYSIS: JUNE 1995

Purpose

The Securities Industry Continuing Education Program is designed to foster a high degree of professionalism
by ensuring a minimum standard of industry/product knowledge in light of the increasing complexity of the
securities business. To meet this challenge, the Securities Industry and the NASD have established Rules
which set forth Continuing Education requirements. Schedule C, Part XII of the NASD's By-Laws sets forth
these requirements.

One portion of these requirements is the establishment, by each member firm, of a Firm Element Training
Program (“the Firm Element”) to be administered by each respective Broker/Dealer. In order to develop this
Firm Element Program, a needs analysis is required to be performed which should identify areas which relate
to the business of [Firm], which represent strengths or weaknesses in product knowledge, sales practice,
industry rules and regulations, etc. Based upon this analysis, a training plan can then be developed which will
address these areas.

Business and Corporate Structure of [Firm]:

The business of [Firm] is that of a $250,000 Broker/Dealer operating pursuant to SEC Rule 15c3-1 (a)(2)(i).
The firm's business activities are limited to the following pursuant to its Restriction Agreement dated [ ] with
NASD District [ ].

a. Mutual fund retailer;

b. Mutual fund underwriter or sponsor;

c. The sponsoring and retailing of tax shelters or limited partnerships;

d. Direct participation program underwriter of debt securities of limited liability companies;

e. Retailing of variable life insurance and annuity products;

f. Listed business executed on an exchange;

g. Retailing of corporate securities over-the-counter;
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h. U.S. government securities broker;

i. Municipal securities broker; and

j. Put and call broker/dealer.

The Company also operates pursuant to the (k)(2)(i) exemptive provision of SEC 15c3-3 with respect to its
mutual fund business, and the (k)(2)(ii) exemptive provision of SEC Rule 15c3-3 in connection with its general
securities business, clearing on a fully disclosed basis through another broker/dealer.

[Firm]'s primary business is that of a mutual fund retailer with the bulk of its registered persons [5,000+]
maintaining the Series 6 registration. This type of business represents those registered securities which are
actively solicited by [Firm]'s Registered persons. The firm also engages in the sale of unit investment trusts,
limited partnerships, and variable products such as variable universal life and variable annuities. [Firm]'s
remaining general securities business is conducted on an unsolicited basis only. Registered Representatives
are prohibited from soliciting or recommending any general securities business. Additionally, should a
customer engage in a general securities transaction they must do so directly with the General Securities
division of [Firm] located in [City]. The firm does not maintain any discretionary accounts.

As of May 31, 1995, the Company offered the following products:

• Proprietary Mutual Funds;

• Proprietary Institutional Funds;

• Non-Proprietary Mutual Funds;

• Variable Annuities;

• Variable Universal Life;

• UITs;

• Debt of limited liability corporations; and

• General Securities Products (unsolicited basis only).

[Firm] is divided into 5 Zones, each of which maintains an Office of Supervisory Jurisdiction (“OSJ”). These
OSJs are responsible for the supervision of General Offices (“G.O.s”) which are located within each Zone. An
additional OSJ is located in the Home Office. Each G.O. is a Registered Branch office of the Broker/Dealer.
As of June 1, 1995, [Firm] maintained 150+ Registered Branch Offices.

In each Zone office a Registered General Securities Principal, who is the Zone Sr. Vice President, is
responsible for supervision. A designated supervisory Registered Representative, who is the G.O. Managing
Partner, is responsible for each selling Agent/RR assigned to the office.

Scope of Firm Element/Identification of “Covered Persons”:

Schedule C, Part XII (2)(a) of the NASD's By-Laws (“the By-Laws”) identifies those registered persons who
would be subject to Firm Element Training. This section of the By-Laws states the following:

“Persons Subject to the Firm Element- The requirements of this section shall apply to any person registered
with a member who has direct contact with customers in the conduct of the member's securities sales, trading
and investment banking activities, and to the immediate supervisors of such persons (collectively, “covered
registered persons”). “Customer” shall mean any natural person and any organization other than a broker
or dealer, executing securities transactions with or through or receiving investment banking services from a
member.”

Based upon the aforementioned definition of a “covered person,” this would include all Company selling
Agents who are registered in any capacity with the NASD and their immediate supervisors. As of June 1,
1995, [Firm]'s registered personnel consisted of the following:

       Registered Representatives              6,000+
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       Registered Mgmt. Personnel              1,000+

       Total                                   7,000+

Of the total Registered Representatives however, not all are selling Agents/RRs or have direct contact with
customers as defined. A number of these individuals' job functions are related to support positions in both the
Home Office and Field. Therefore, in order to identify those covered individuals, a number of steps must be
taken and are as follows:

1. The number of selling agents/RRs must be determined per G.O.

2. The number of Management Personnel must be determined per G.O.

3. Each additional Registered Person (other than those identified as selling Agents/RRs) in each G.O. should
be identified, and a survey conducted in order to determine whether any direct customer contact is involved.

4. A survey of all remaining locations and departments, including Zone offices (other than G.O.s) should be
conducted in order to identify any registered persons who maintain direct contact with customers as well as
their immediate supervisors.

At a maximum however, [Firm] total number of covered persons as of June 1, 1995 will not exceed [ ].

The preceding sections provide a good overview of the Firm's organization, its activities in the securities
business, and the scope of its training effort. This document is not only the Firm's internal training plan, but
also the primary means of communicating the Firm's compliance with the continuing education mandates to
regulatory authorities. Establishing an organizational context is an important first step in the communication
process and can facilitate a systematic review of training issues both for the Firm and regulatory authorities.

REVIEW OF RELEVANT REGULATORY FACTORS

Review of Customer Complaints:

Included as part of our needs analysis was the review of Customer Complaints received for the period
January 1994 through April 1995.

During this period, [Firm] received Customer Complaints involving Mutual Funds Sales. The number of
complaints and the allegations associated with them are as follows:

      Market value, dividend fluctuation                       ______________

      Misc/Misrepresentation                                   ______________

      Sales charges, fees                                      ______________

      Forgery                                                  ______________

      Non-receipt of prospectus                                ______________

      Guarantee account                                        ______________
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      Misappropriation/misuse of customer funds                ______________

      Mishandling Retirement Accts./401 K Plans                ______________

      RR service                                               ______________

      High Pressure Sales Tactics                              ______________

      Suitability                                              ______________

      Mutual Fund Service                                      ______________

During this period, [Firm] received Customer Complaints involving Non-Proprietary Mutual Funds Sales. The
number of complaints and the allegations associated with them are as follows:

      Misrepresentation                                        ______________

      Service/Operational                                      ______________

      Misc./Other                                              ______________

During the same period, [Firm] received Customer Complaints involving Variable Annuity, Multi-Funded
Annuity, Variable Life, Variable Universal Life, Structured Finance Products, Proprietary and Non-Proprietary
Limited Partnership Products. The number of complaints and allegations are as follows:

   

Multi-Funded Annuity

         Service/Operational                                      ______________

         Suitability                                              ______________

         Misrepresentation                                        ______________

         Unauth. Fds. Trans.                                      ______________
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         Misrepresentation/Tx Liability                           ______________

         Misrepresentation/surrender charges                      ______________

         Other                                                    ______________

   

Variable Annuity

         Service/Operational                                      ______________

         Misappropriations                                        ______________

         Misrepresentation                                        ______________

         Suitability                                              ______________

         Unauth. Trans                                            ______________

         Other                                                    ______________

   

Indiv. Variable Annuity

         Misc.                                                    ______________

   

Variable Life
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         Service/Operational                                      ______________

         Misrepresentation                                        ______________

         Unauth. Loans                                            ______________

         Suitability                                              ______________

         Other                                                    ______________

   

Variable Universal Life

         Service/Operational                                      ______________

         Misrepresentation/Ret. Plan                              ______________

         Misrepresentation                                        ______________

         Replacement                                              ______________

         Misrepresentation Tx. Load                               ______________

         Non-Receipt of Policy                                    ______________

         Other                                                    ______________

   

Structured Finance Products
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         Misrepresentation                                        ______________

   

Proprietary Limited Partnerships

         Misrepresentation                                        ______________

         Misc./Service                                            ______________

         Service                                                  ______________

         Suitability                                              ______________

   

Non-Proprietary Limited Partnerships

         Misrepresentation                                        ______________

         Service                                                  ______________

         Other                                                    ______________

         Suitability                                              ______________

It should be noted that no complaints involving General Securities were received for the time period reviewed.

Review of Arbitration Matters:

Reviewed were Arbitration matters filed against [Firm] for the period 19[ ] through 19[ ]. A total of W
Arbitration matters have been filed during this time period. Of those filed, X exclusively involved limited
partnership products no longer offered through [Firm], Y exclusively involved Mutual Fund Products, and Z
involved both Mutual Funds and Limited Partnership products no longer offered through [Firm].

Of the Arbitration matters filed involving Mutual Funds, the allegations varied from misrepresentation
regarding charges and fees, to guarantees of principal, and suitability.

Review of Litigation Matters:
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Reviewed were litigation matters filed against [Firm] for the period 19[ ] through February 19[ ]. A total of W
lawsuits were filed during this time period. Of those filed, X matters exclusively involved Limited Partnership
products no longer offered through [Firm]. In Y instances, mutual fund products were exclusively involved,
and included Z allegations of misappropriation of customer monies intended to be invested in mutual funds,
sales charges and fees, and one involving misc. allegations. In A instances, both mutual funds and limited
partnership products no longer offered were involved and included allegations of suitability and churning. Of
the remaining lawsuits, some involved misappropriation of customer monies, and allegations which varied
and did not involve any securities products.

Review of Regulatory Inquiries:

Reviewed were regulatory inquiries received for the period May 19[ ] to the present. A total of twenty eight
incidents were involved. Of those reviewed twenty three inquiries were received from the NASD, all of which
(with the exception of one instance), were the result of either a U-5 or U-5 amendment filing indicating a
reportable incident. In the remaining five instances, inquiries were received from state securities departments
and in one instance the Postal Inspection Service.

Review of Cause Terminations:

Cause terminations were reviewed for the time frame January 19[ ] to the present. For this period a total of W
cause terminations were filed. Of these W, X involved misappropriation of customer funds, one involved the
guarantee of investment results of a limited partnership no longer offered through [Firm], Z involved Insurance
Fraud and/or were insurance related, H involved violations of Company Internal policy, J involved sexual
harassment, and K involved misc. items.

Review and Results of Regulatory Oversight Examinations:

A review of internal disciplinary actions taken or contemplated against [Firm] Registered Representatives was
conducted. Of the period reviewed, namely June 19[ ] through June 19[ ], a total of X matters were reviewed
for possible internal disciplinary action. It should be noted of those matters reviewed, not all resulted in an
internal disciplinary action. The breakdown of these incidents are a follows:

   Forgery                                     ___________________

   Handling of customer securities             ___________________

   Delayed Trades                              ___________________

   Misc./Loans from cust.                      ___________________

   Licensing/Registration                      ___________________

   Unapproved Sales Material                   ___________________

   Misc.                                       ___________________
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   Supervision                                 ___________________

   Receipt/Handling of customer funds          ___________________

   Delivery of Policy (variable)               ___________________

   Suitability                                 ___________________

   Fraud                                       ___________________

   Use of RR Personal Check                    ___________________

   Guarantee Against Loss                      ___________________

   Misrepresentation                           ___________________

   Churning                                    ___________________

   Unauthorized Trading                        ___________________

Review and Results of Regulatory Oversight Examinations:

A review of past regulatory oversight examinations and their outcome was conducted. [Firm] was subject to
three NASD examinations during 19[ ], 19[ ], and 19[ ]. Two examinations were routine examinations. The
examination conducted in 19[ ] reviewed certain lines of business of the Broker/Dealer. In all three instances,
the NASD provided letters to the firm stating that no deficiencies were noted.

In addition to the aforementioned examination conducted by the NASD, an SEC oversight examination
was conducted in 19[ ]. This examination on our proprietary mutual funds and their compliance with the
Investment Company Act of 1940. The SEC indicated that no deficiencies were noted.

[Firm] was the subject of an SEC “routine” examination in 19[ ]. Since completing the examination in May 19[ ]
no comments to date have been received from the SEC.

A review of compliance issues can bring to light worthwhile training issues for the Firm Element to address.
This Firm has done a thorough review of its compliance experience.

Review of Current Training Programs/Material:

The Company has recently established what is referred to as [the University]. This is a program designed to
educate our Agents from both a product and sales perspective. This program is administered by the Agency
Department, and utilizes resources developed both “in-house” and through an outside vendor who provides
educational materials and delivery systems. Incorporated into [the University] are courses and materials
which relate strictly to registered securities products. In addition, as mentioned, “in-house” training materials
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have been developed by various product areas to assist our RRs in their educational needs. The following
represents an outline of the current [University] program offered for newly hired Agents.

[University] Program Offered For Newly Hired Agents:

Each stage of the program consists of two elements, namely a self study portion as well as classroom
training. The self study portion can consist of either written material and/or computer based learning programs
(“CBT”). In addition, each stage consists of different modules which cover a number of different topics. During
each stage of the program, an individual must complete the self study portion and attend classroom training.
This classroom training is conducted by field office Training Managers who are located within each General
Office. The progress of an individual is monitored via CBT and or Quiz/test scores. In addition, an individual
is assessed during the classroom training portion of the program and is judged based upon participation,
possible use of a quiz or exam, and role playing responses. In addition, at the end of each program, a Field
Observation and Demonstration is completed. This is a formal assessment based upon an individual's
performance during a sales call which is personally observed by the Training Manager. Records are kept
of an individual's scores for the self study/CBT portion and classroom instruction records are kept in each
respective individual's file on a manual basis. The programs themselves are as follows:

   

Phase Title                   Fundamental Career School

   

Elective/Mandatory                            Mandatory

   

Timeframe                                      1st week

This course provides the new agent with the fundamental knowledge of the Insurance Industry and is
designed to orient the individual to both the Company and Industry. This is an intensive course which takes
place for an entire week, 10 hours per day;

   

Phase Title                         Basic Career School

   

Elective/Mandatory                            Mandatory
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Timeframe                                    Months 1-2

This stage of the program is designed to provide a more detailed fundamental knowledge of the Insurance
Industry than that obtained during the Fundamental Career School. Training during this stage takes place 2
half days per week:

   

Phase Title                  Intermediate Career School

   

Elective/Mandatory                            Mandatory

   

Time Frame                                   Months 3-6

This is the final stage of the formal program which is designed to provide advanced knowledge regarding the
sales process, ethics, suitability, etc. This portion of the program provides specific registered product training
with regard to evaluating investment risks and investment factors. There are currently two videos available
regarding Investment Risk as well as the Sales Cycle. Also, currently being developed are modules pertaining
to Variable Universal Life, Mutual Funds, and Variable Annuity products. Training during this portion of the
program takes place 1 day per week.

In addition to the foregoing, a Series 6 Examination preparation program is available through the Company.
This consists of a Computer Based Learning program.

Regarding other products offered through Firm, each respective area of the Company does publish on a
periodic basis information pertaining to the features of such product, including new developments.

In addition to the foregoing, [the University] also administers the [Parent Insurance Company's] Continuing
Education efforts for its Life Insurance Agents. The Life Insurance industry has, for some time, required each
licensed agent to fulfill certain Continuing Education requirements. These requirements vary from state to
state as to the requirement itself, the number of hours, content, and frequency. [The University] currently
offers 19 courses available in a CBT format which meet the Insurance Industry CE requirements. Included in
this course curriculum are three CBT courses which cover mutual funds, variable universal life, and variable
annuity products. These are the same three CBT courses which will eventually be incorporated into the
Intermediate Career School program. Since these are part of the Insurance Industry CE curriculum, these
courses currently are not required courses for Registered Representatives.

The Company has recently contracted with an outside vendor to provide pre-regulatory element training.
Currently, the study material available is in written form. It is expected, in September of 1995, that this study
material will be available in a CBT format. It should be noted that at the present time, use of this material by
each RR subject to the Regulatory Element is not mandatory.

New Products/Services:
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The Company recently introduced the following new products and product features:

1. Unit Investment Trust

2. ABC Trust 2

3. Proprietary Mutual Funds, Class A and B shares

4. Proprietary Institutional Funds available to RRs on a retail basis.

Unit Investment Trust _______: introduced in early 19[ ].

ABC Trust 2: was introduced in 19[ ]. This product is an asset backed security with the underlying assets
being a diversified pool of non-prime auto loans. These represent an investment grade, intermediate term
income producing investment.

Proprietary Mutual Funds: Class A and B Shares: were introduced in late 19[ ]. In short, the difference
between the two classes of shares is the front end sales charge versus the contingent deferred sales charge
incurred. A and B shares are offered on all funds with the exception of the Equity Index Fund which in which
only A shares are offered.

Proprietary Institutional Funds: were introduced to the field force for sale to individual clients. While
the product line is not new, availability to RRs for sale to their individual clients is. Prior to this, these
products were sold through a field force dedicated exclusively to the sale of this product. The initial minimum
investment is $250,000 thus making these funds available to an exclusive clientele. The main difference
between the family of funds offered through this program and standard mutual fund sales is the no-load
feature of the Institutional Funds.

New Lines of Distribution:

In early 19[ ], the [Firm] established a relationship with [A Bank] in order to market mutual funds, and conduct
a general securities business on an unsolicited discounted basis. At the present time, the Company has
established one registered branch office located on the bank premises. It is the Company's intention to
establish 3 additional branch offices in the near future.

Recent Industry Trends/Regulatory Developments:

Given the economy of recent years, low interest rates, and rising markets, investors have flocked to the
marketplace to invest. Of significant note, mutual fund sales and the number of mutual funds in general have
increased dramatically. In addition, in the rush to maximize returns by turning to the market as opposed
to more conservative institutions and vehicles such as banks and Certificate of Deposits, unsophisticated
investors have joined the ranks of market participants. Naturally this can pose significant concerns regarding
suitability, as well as other sales practice related issues. In addition, since the bulk of the firm's business is
comprised of mutual fund sales, this would represent an area of significant resource commitment regarding
continuing education efforts.

In addition to general industry trends, a number of significant regulatory issues have arisen recently. In
researching these developments, a review was conducted of NASD Notice To Members for the period
January 1993 to the present. As a result of this review, while numerous developments have taken place
regarding issues which pertain to our business mix, i.e., mutual fund and variable product sales, a number of
general developments have taken place. The more notable developments which could affect our business,
and should be considered when discussing our continuing education needs are as follows:

• T+3 settlement;

• Recent developments and proposed rules governing member firms operating on bank premises;

• Proposed rules governing RR lending or borrowing from customers;

• Cash and non-cash compensation for selling mutual funds and variable contracts;

• Investment advisory activities of Registered Representatives;
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• General Mutual Fund sales practice issues;

• Non-Cash sales incentive compensation; and

• Reinvestment of maturing Certificates of Deposit in Mutual Funds.

Conclusions/Recommendations:

Based upon the aforementioned review of customer complaints, litigation, and arbitration matters, there
does not appear to be any clear pattern which would indicate any specific problem relating to our product or
business mix with the exception of alleged misrepresentation concerning Contingent Deferred Sales Charges.
Barring any such pattern, it would appear that the thrust of the Firm Element Training would be, at least for
use in the immediate future, a training program which is comprehensive in nature and would address basic
sales practice issues relating to the products which we offer. As an example, some suggested topics would
include the following:

Mutual Funds:

• Breakpoint Sales

• Switching

• Selling Dividends

• Churning

• Suitability

• Disclosure

• SIPC Coverage

Variable Products:

• Replacements of existing insurance products

• Misrepresentation

Structured Finance Products:

• Suitability

• Misrepresentation

General Sales Practice Related Issues:

• Suitability/Recommendations to Customers

• Misrepresentation

• Selling Away

• Use of Customer Funds

• Outside Business Activities

• Non-Cash Compensation/Gifts and Gratuities

• Free-Riding and Withholding

• Registration/Licensing

• Advertising

Those issues related to more specific new products or product features as well as recent regulatory
developments should include:

Suitability Issues Related to:
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1. The introduction of Class A and Class B shares of mutual funds. Prior to the institution of these class
shares, the Company offered only Back End load shares. This raises the issue of which shares are most
suitable for the client. We must be careful in apprising our RRs fully of the need to ensure a recommendation
based upon the client's needs and best interest rather than that which will result in a difference in commission
dollars to the RR.

2. Reinvestment of maturing Certificates of Deposit into mutual funds or other investment vehicles. This is
especially important given the interest of the general public to an investment vehicle which has the potential
to offer higher returns than that which could be obtained by a traditional bank CD. This is also important given
the recent undertaking by the Company of establishing a networking arrangement with [A Bank].

Borrowing or Lending from Customers:

A recent proposal by the NASD would not allow the borrowing from or the lending to customers by Registered
Representatives without prior written approval of the member firm. While our company presently does
not allow such activity without company approval, nonetheless, this is a pertinent issue which should be
conveyed to the field.

Private Securities Transactions/Investment Advisory Activities of Registered Representatives:

Based upon recent regulatory clarification regarding this issue, of importance to the Company is apprising any
RR who presently may provide investment advisory services of compliance with Article III, Section 40 of the
NASD Rules of Fair Practice. The Company has recently conducted a survey of its field force in an effort to
identify those Registered Representatives who are either Registered Investment Advisors or who are affiliated
with one. Once this is complete, a policy/procedure will be developed in order to ensure compliance with NTM
94-44.

Current and Proposed Rules Governing Broker/Dealer Activity on Bank Premises:

Given the establishment of a networking arrangement with [A Bank] and the possible future business plans
to expand beyond this arrangement and market, it is imperative that we educate our field force of the present
guidelines under which we must operate.

T+3 Settlement:

While the establishment of this new Rule does not directly impact our sales force, they will play a key role in
communicating the importance of prompt payment directly to the client.

As outlined previously, it appears that existing training material and resources available through the Company
are targeted primarily at newly hired Agents/RRs. While not all of the material available may be appropriate
for use by an established RR, nevertheless, portions of this material could be incorporated into a formal
ongoing continuing education program. In addition, training material appears to be needed in order to address
the aforementioned specific topics. Recommendations for this are as follows:

• Utilize the Pre-Regulatory Element training on a mandatory basis;

• Utilize existing Mutual Fund, Variable Universal Life (VUL), and Variable Annuity (VA) CBT training material
already available, making this a mandatory element for established RRs; and

• Develop training material which addresses specific identified current needs.

Economic and Market Conditions:

As with any investment, current and future economic conditions can affect the performance of such
investments in a favorable or negative fashion. Depending upon the type of investment, i.e., individual stocks,
bonds, etc., these effects can be compounded. As noted, the Company's business mix is primarily devoted to
mutual fund sales. As such, while risks inherent to any investment exist, in that mutual fund investments are
diversified and professionally managed, the risks to the customer are not the same as those associated with
the individual buyer of individual equities, etc.
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Notwithstanding the aforementioned, economic factors certainly influence investors decisions and actions.
These economic or potential economic changes must be considered when an RR discusses a potential
investment with a client. He or she must certainly analyze the client's investment profile determining the most
suitable investment for such client. [Here the Needs Analysis discusses the importance of RRs understanding
how economic and market conditions affect the performance of different types of investments. The discussion
concludes by stating that Firm's product training programs will include modules devoted to these issues.]

This needs analysis effectively summarizes relevant data and draws pertinent conclusions from the data.
These sections contain important statistical data relating to customer complaints and arbitrations, litigation,
regulatory inquiries, terminations for cause, and internal disciplinary actions. Additional information is
provided on the results of regulatory oversight examinations, current training programs, new products and
services, and recent industry trends and regulatory developments. The conclusions and recommendations
drawn from the analyses of these data are well reasoned.

However, the plan does not indicate whether line supervisors or compliance or support personnel were
interviewed regarding matters they believe should be covered in the training plan.

The identification of suitability issues regarding the introduction of Class A and Class B shares of mutual
funds and applicable regulatory developments demonstrates an awareness of one of the primary goals of the
continuing education program.—keeping current on changes in the business. Another important feature of
this Firm's plan is its inclusion of ethical and supervisory training objectives.

The decision to use already available training material in the Firm can make both economic and substantive
sense, but this conclusion would be strengthened if the Firm presented supporting data, presumably
available, demonstrating the effectiveness of the pre-existing training material. Additionally, the Firm should
review its training materials to ensure they meet the content requirements specified in the Firm Element.

Continuing Education Part Two

WRITTEN TRAINING PLAN:

Objectives of Training Program:

The objectives of training program (“the Program”) are five-fold and are as follows:

To provide Registered Representatives who are “covered” under the NASD's Continuing Education Rule with
information and training:

1. specific to the features of products sponsored by [Firm], as well as general features of such products on an
ongoing basis;

2. regarding sales practice related issues which specifically pertain to the products sponsored by [Firm] and
these same products in general;

3. regarding industry trends of both a regulatory and non-regulatory nature that affect the business and
product mix of [Firm];

4. pertaining to policies, procedures, and expected standards of professional and ethical conduct; and

5. pertaining to supervisory responsibility and duties for those “covered” persons who act in a supervisory
capacity.

The Program:

Based upon the Needs Analysis conducted for [Firm] and the objectives of the Program as set forth above,
the Program should include the following:

Product Features:

Training regarding the basics of Mutual Funds, Variable Universal Life, and Variable Annuity Products as well
as products which are similar to the two newest products from the Dept. namely A & B. In addition, training
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specific to the features of these products which [Firm] sponsors should also be included. After completion
of this portion of the Program the RR should understand: (1) the basic investment features of each product
including the potential risks and rewards of each, (2) the features of products specifically, including fees and
sales charges associated with each product.

Sales Practice:

Training regarding sales practice issues which relate to Mutual Funds, Variable Universal Life, and Variable
Annuity Products in general, and specifically to those products sponsored by [Firm] including as follows:

Mutual Funds:

Breakpoint Sales

Switching

Selling Dividends

Churning

Suitability

Disclosure

SIPC Coverage

Sales Charges/Fees

Variable Products:

Replacements of existing insurance products

Misrepresentation

Structured Finance Products:

Suitability

Misrepresentation

General Sales Practice Related Issues:

Suitability/Recommendations to Customers

Misrepresentation

Selling Away

Use of Customer Funds

Outside Business Activities

Non-Cash Compensation/Gifts and Gratuities

Free-Riding and Withholding

Registration/Licensing

Issues specific to Products:

Suitability with respect to Class A and B shares

Disclosure regarding fees and sales charges

Issues and areas of concern:

Proper Securities Registration/Licensing

Handling of customer funds

Delayed transactions
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Industry Trends:

Suitability of reinvestment of maturing Certificate of Deposit funds into a registered non-guaranteed product
such as mutual funds. An awareness of suitability issues should be raised and outlined; Borrowing or Lending
from Customers. The caveats of such should be outlined, and the proposed ruling reviewed.

Private Securities Transactions/Investment Advisory Activities of RRs. The ramifications of such activities
should be reviewed.

Broker/Dealer Activity on Bank Premises. Proposed ruling should be reviewed with those RRs to whom this
would apply as well as those guidelines which currently exist which govern this activity.

Policy/Procedures and Professional/Ethical Standards:

A review of policies and procedures as well as professional and ethical standards should be conducted
focusing on the most pertinent and basic elements.

Supervisory Review:

A review of supervisory responsibilities should be conducted with those covered persons who act in a
supervisory capacity. This review should include information which reminds them of their supervisory
responsibilities as they relate to the registered product side of the business.

Categories of Covered Persons:

Essentially, covered persons can be divided into three distinct categories for purposes of the Program.
These are namely, Registered Representatives who act in a selling capacity, immediate supervisors of these
selling Registered Representatives, and those, who while registered, do not sell but have contact on a limited
basis with public customers as defined by [Firm] and the NASD's CE Rule. As such, all of the areas outlined
above should be included in the Program for both RRs and immediate supervisors of such persons, with the
Supervisory Portion reserved for supervisory personnel, and only a limited number of topics required for those
who act in a limited capacity.

The above training plan is consistent with the general conclusions of the preceding analysis and adequately
outlines its major components. A noteworthy item in the plan is the targeting of supervisory personnel and the
inclusion of certain other registered personnel with only limited customer contact. The plan could have been
enhanced by identifying specific training topics for these two groups.

Development and Structure of Program:

Establishment of Standing C.E. Committee:

In order to ensure that the Company identifies all pertinent issues and areas of concern and provides for a
continued evaluation of the Program, a standing C.E. Committee (the Committee) should be established with
representatives from each respective profit center as well as legal and compliance as follows:

Compliance (from each area within compliance)

Mutual Funds

Structured Finance

Office of General Counsel

General Securities

Individual Annuity (Variable Annuities)

Individual Life (Variable Universal Life)

Agency Department

For 1995, this Committee should meet at a minimum once per quarter, and should look to identify any trends
or changes to both product and industry which would affect the broker/dealer's business mix. Depending
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upon their findings, recommendations should be made to update training materials. In addition, review of
Regulatory Element results should also be reviewed and evaluated by the Committee, and changes made (if
warranted) to training materials accordingly.

While not required by the continuing education mandates, the formation of a broad-based, standing
continuing education committee is an excellent mechanism for monitoring and enhancing the Firm's
compliance with the rule. The committee will review any changes in the Firm's business, as well as the
performance of Firm personnel in the Regulatory Element as an information source to provide improvements
to the training plan.

The decision to have quarterly or semi-annual reviews of industry trends and regulatory developments is
especially commendable and justified given the rate of change in today's securities business.

Representatives should be chosen for the Committee with the first meeting held shortly thereafter.

With the formation of the Committee and first meeting, actual training material will need to be either
developed and prepared, or existing in-house material/available vendor material evaluated for use regarding
the following:

1. Pertinent issue material (specific to issues previously identify) and industry trend material;

2. Policy and procedure material;

3. Supervisory role and responsibility material;

4. Professional and Ethical standards material;

5. General Sales Practice related material;

6. Product knowledge material specific to Company product mix; and

7. General product knowledge material specific to Mutual Funds, VUL and VA product.

Based upon training material that is currently available within the Company, it would appear the following
would be sufficient to cover a portion of the areas outlined above if adopted as a mandatory part of the
Program as follows:

Training Material

Pre-Regulatory Element training material

Area Covered

General Sales Practice related issues

Portion of Ethics training

General Product knowledge

Training Material

Mutual Fund, Variable Annuity, Variable Universal Life Modules, and CBT

Area Covered

General Product Knowledge specific to Company business mix

Training Material

Structured Finance Videos re: Risk

Area Covered

General knowledge

All of the aforementioned would then need to be implemented, and a schedule set forth outlining the
frequency in which each area should be covered on an annual basis. As such, the following represents a
proposed outline of the Program:
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Topic

General Product Knowledge

Training Material

Mutual Fd., VUL and VA Modules, and CBT

Frequency

Once Annually

Topic

General Sales Practice

Training Material

Pre-Regulatory Material

Frequency

Once Annually

Topic

Standards of Professionalism and Ethics

Training Material

Develop Training

Frequency

Once Annually

Topic

Policy/Procedures

Training Material

Develop Training

Frequency

Once Annually

Topic

Issues pertinent to business/product mix, regulatory, and industry trends

Training Material

Develop Training

Frequency

Quarterly/Semi-Annually

Topic

Issues pertinent to business/product mix, regulatory and industry trends

Training Material

Develop Training

Frequency

Quarterly/Semi-Annually

Topic
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Supervisory Role/Responsibility (Management personnel only)

Training Material

Develop Training

Frequency

Once Annually

Delivery:

As noted in the Need Analysis, [Firm] maintains 150+Registered Branch Offices. In addition, as of June 1,
1995, Registered Personnel consisted of 7,000+Registered Persons. While not all of these people will be
deemed “covered” under the NASD's CE Rule, at a maximum, we should be prepared to deliver the Program
to all Registered Personnel. Delivery will depend heavily upon the decisions made regarding the development
of Training Material, i.e., in-house versus vendor and the possible use of CBT format. Should the use of an
outside vendor be chosen who offers CBT curriculum, delivery would be via a computer terminal, and the
training could be conducted on a schedule as outlined above at the convenience of each covered person.

Should the Training Material be developed in-house, or for that matter purchased from a vendor but in a
format other than CBT, delivery to the field could be conducted as part of an expanded annual compliance
review with the exception of the quarterly or semi-annual piece.

This Training could be conducted by [Firm] by either the Managing Partners or Training Managers in
each respective G.O. In addition, for those areas covered by [Firm]'s existing CBT material, this could be
conducted according to schedule as outlined above, however, at the covered person's discretion within the
specified time frame.

This concludes the Firm's training plan. At this point the Firm proceeds to select the training material to be
incorporated into the plan's execution. The Firm also establishes training schedules and the system it will use
to document the execution of the plan. These areas are not included in this document.

A Mid-Sized Independent Contractor Broker/Dealer Prepared for 1997

Continuing Education Needs Analysis And 1997 Training Plan

November 15, 1996

PART ONE - NEEDS ANALYSIS

I. Overview

[Firm] is a full service Broker/Dealer with the main office located in [City] and the regional management office
located in [City.] The 800+Registered Representatives who are registered in 47 states, conduct business as
Independent Contractors. The following is an analysis of our training needs and corresponding 1997 Firm
Element Training Program as mandated by Schedule C of NASD By-Laws, Part XII in regards to Continuing
Education.

II. Covered Persons

A. Locations

For the purposes of determining which methods of training will best suit [Firm]'s Registered Representatives,
we evaluated their locations. As can be seen by the chart below, 63 percent of [Firm] representatives are
in the northeast. The remaining 37 percent of representatives, however, are dispersed throughout various
geographic regions.

Geographic Locations of [Firm] Registered Representatives

   Geographic Area             Number of registered people
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   • Northeast                            600

   • Mid-Atlantic                          70

   • Southeast                             60

   • South Central                         15

   • Midwest                               30

   • North Central                          5

   • Southwest                             20

   • Northwest                             10

B. Employees/Officers of [Firm]

The Main Office contains 16 NASD registered personnel and the Regional Management Office contains 6
NASD registered personnel. There are 60+full time employees of [Firm]. Each of these people participate
in an ongoing employee training program established prior to the NASD mandate for continuing education.
The program is conducted through presentations from product managers and department heads. These
presentations are run weekly in 4-6 month cycles. Non-licensed employees also participate in the employee
training sessions. In addition, each Series 7 licensed employee is required to complete the [Clearing Firm]
Procedures training module. One of the characteristics that we feel has always set us apart as a broker-
dealer is our commitment to service and our dedication to our Registered Representatives. The training that
we conduct internally is done to meet our goal of increasing each person's product knowledge and enhancing
their work skills in order to provide the highest quality service to the Registered Representative.

C. NASD License(s) Held

Approximately 41% of [Firm] Representatives are Series 6 licensed and 59% of are Series 7 licensed. (Series
26 are considered 6 and Series 24 are considered 7.) A few representatives hold a Series 1,4, or 22. Most
representatives deliver financial services to their clients through the sale of mutual funds and other packaged
products. Many do not feel the need to become Series 7 licensed because the combination of products they
use do not require one. There is also a significant number of representatives who have recently obtained their
Series 7 license, but sell primarily mutual funds rather than general securities.

The overview and sections dealing with covered persons contain useful background about the Firm.—the
number of registered persons, geographical distribution, types of registrations held, and the fact that the firm
has a tradition of continuing education that is made available to registered and non-registered employees.
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III. Survey of Product Importance

We surveyed our registered representatives on various products and services in order to determine which
areas they rank as being more important than others. (See next page.) The following chart illustrates
statistical information compiled from the 1996 survey of registered representatives for use in the 1997 Plan.
The survey was handed out and collected immediately at the end of each 1996 Compliance/Continuing
Education meeting.

Firm Element Exhibit

Continuing Education

REGISTERED REPRESENTATIVE NEEDS ANALYSIS SURVEY FOR [FIRM'S] FIRM ELEMENT
TRAINING PLAN

1. Please rank (1 lowest - 17 highest) the following products/services/skills in order of importance to you

   Direct Investments                   _____________________

   Economic Trends                      _____________________

   Education Planning                   _____________________

   Equities                             _____________________

   Estate Planning                      _____________________

   Financial Planning                   _____________________

   Fixed Annuities                      _____________________

   Insurance                            _____________________

   Knowledge of NASD Regulations        _____________________

   Margin Accounts                      _____________________

   Municipal Bonds                      _____________________
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   Mutual Funds                         _____________________

   Options                              _____________________

   Retirement Planning                  _____________________

   Taxable Fixed Income                 _____________________

   Unit Investment Trusts               _____________________

   Variable Annuities                   _____________________

2. Are you a Branch Manager?

________________________________________________________________________________
________________________________________________________________________________
________________________________________________________________________________

3. What License(s) do you hold?

________________________________________________________________________________
________________________________________________________________________________
________________________________________________________________________________

4. What do you feel is the biggest issue or dilemma you face as a member of the securities industry today?

________________________________________________________________________________
________________________________________________________________________________
________________________________________________________________________________

Name (optional)

________________________________________________________________________________
________________________________________________________________________________

Question one of the Registered Representative Survey asks the respondent to rank topics in order of
“importance,” a word that may be interpreted quite differently by different readers. One person may define
“importance” in terms of his own business mix, while another may focus on gaps in her knowledge where
she believes it would be important to have additional training. A sentence or two at the top of the Survey
could help respondents understand what frame of reference to use. It also could be helpful to group topics by
category.—products, services, and regulatory issues, for example.

Compilation of 1996 Survey of Registered Representatives for 1997 Needs Analysis

PRODUCT IMPORTANCE

                                                    DESCRIPTIVE STATISTICS

                         Base   No Answer   Mean           Median    Standard Deviation
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Direct Investments        376      10        5.71           4               4.27

Economic Trends           376       3        9.46           9               4.45

Educational Planning      376      29        9.53          10               4.14

Equities                  376       7        9.71          10               4.25

Estate Planning           376      29       11.79          13               4.12

Financial Planning        376      27       12.92          14               3.87

Fixed Annuities           376       5        8.04           8               4.15

Insurance                 376       5        9.53          10               4.15

NASD Regulations          376       5       10.15          10               4.47

Margin Accounts           376       9        3.65           2               3.36

Municipal Bonds           376       6        7.75           8               3.85

Mutual Funds              376       3       13.16          15               4.33

Options                   376       7        2.73           2               2.58

Retirement Planning       376      28       12.68          14               4.25

Taxable Fixed Income      376       7        7.85           7               3.96

Unit Investment Trusts    376       7        6.93           6               4.12
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Variable Annuities        376       5       11.03          12               4.33

IV. Input from Senior Management and Key Personnel

Senior managers and department heads were interviewed. (SVP, Marketing, SVP Compliance, Operations
Manager, Trading Manager, Accounting/Cashiering Manager, Advisory Services Manager.) They were asked
what they felt should be covered in the 1997 firm element training program. Most of the issues that were
raised were operational or non-product related. Many issues were raised by more than one individual. Issues
raised by more than one person included: trade settlement and money movement between [Clearing Firm]
and [Firm], how to look up commissions on PC system, and how to change the dealer on a mutual fund that is
in a brokerage account.

Certain product related issues were also a concern to some. They included information regarding mutual fund
fees and expenses and information on equities specifically with regards to splits, dividends, and tenders.

It would be helpful to list the issues raised by senior management and the prioritization of the issues in order
to support the topics selected for the Firm Element training plan.

V. Revenue and Sales Volume

A. The following chart displays our product mix and the percentage of projected 1996 revenue compared to
1995 revenue for each product.

                                 Percentage Revenues   Percentage Revenues

   Product                       1996                  1995

   Mutual Funds                         56                    57

   Insurance Products                    4                     2

   Variable Annuities                   26                    23

   Limited Partnerships                  2                     2

   General Securities                   10                    11

   Other                                 1                     1

   Fee-Based Products/Programs           2                     2

B. The following chart lists the Number of Representatives by Sales Volume.

                                                  Number of Registered
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   Gross Sales Volume a/o 10/31/96                Representatives

   under $50,000                                          500

   $50,000 - $100,000                                     100

   $100,000 - $150,000                                     50

   $150,000 - $200,000                                     25

   $200,000 and up                                         30

The lists of revenue and sales volume information by product clearly identify sources of the Firm's revenue
and where important training needs might exist. It also helps to align training resources with appropriate
training topics.

VI. Compliance

We used the following compliance information to determine where training will be necessary for 1997.

A. Survey Responses

Our representatives ranked knowledge of NASD regulations more important than 11 other products or
services (from a list of 17) in terms of what was important to them. In addition, when asked “What do you
feel is the biggest issue or dilemma you face as a member of the securities industry today?,” 35.8% raised a
concern about compliance, (suitability, disclosure, NASD or governmental regulation, etc.). While this is down
from the 1995 needs analysis survey number of 47%, we feel that it is significant.

B. Regulatory Mandates/Advisories

The following items were brought up during either an NASD or SEC audit during the past two years.

1. Advertising/Sales Literature

In 19[ ], the [Firm] submitted [number of pieces] of registered representative sales literature/advertising to the
NASD for their review. All were found to be satisfactory, however, we were cautioned concerning the various
rules that govern advertising, sales literature, and customer correspondence.

2. Regulation T

Regulatory examiners cautioned [Firm] concerning the rules that govern receipt of customer's payment for
trades no later than the second day after settlement date.

3. New Account Documentation

[Firm] received a warning concerning the maintenance of proper new account documentation in the
customers' files. We now have a computerized optical imaging system implemented.
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4. Stock Trading Activity

Firm] received warnings in reference to: documenting unsolicited/solicited on all stock trades, indicating long/
short, and the location of the security on all stock sales.

C. Customer Complaints

During 19[ ], [Firm] received [ ] verbal or written customer complaints. They were all resolved with no action
against [Firm] or the Registered Representative. They involved suitability, taxes, a [Clearing Firm] problem,
and a commission.

D. Regulatory Inquiries

During 19[ ], we received [ ] regulatory inquiries. [ ] were resolved with no action against [Firm], or the
registered representative, [ ] are ongoing, and [ ] resulted in the arrest of third parties not related to [Firm].

The following chart lists the breakdown of issues involved:

   Issue                                                           Number of Inquiries

   Advertising                                                             5

   Free Riding                                                             1

   Charging a fee                                                          1

   Selling Away                                                            1

   Borrowing money from a customer                                         1

   Mutual Fund Selling Group                                               1

   Third Party Theft                                                       1

   Suitability                                                             2

   Unauthorized Trade                                                      1

E. Field Audits

Field audits revealed trends regarding certain issues. Some representatives were unaware of disclosure
requirements concerning outside business activities. In addition, some names were improperly listed in the
Yellow Pages. The final issue was the use of seminar material that had not been approved. (Unfortunately,
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some seminar selling companies tell representatives that they do not have to notify their Compliance
Department.)

F. Federal and State Legislative Action

The Director of Training and Education is on the circulation list of various regulatory publications in order to
insure that we provide necessary training on any new regulation. As deemed necessary by the Compliance
Department or any [Firm] executive officer, we will re-prioritize our training to include an issue of concern in
our Training Program.

G. Arbitration/Litigation

In the past eighteen months, one case has been arbitrated and one litigated. The case that went to arbitration
concerned an issue of suitability. The registered representative lost the arbitration hearing with the customer,
however, the NASD cleared the RR of any wrongdoing. The case that was litigated involved a registered
representative who sold a security not registered in a state where the RR was registered. The RR also did
not notify the firm. As part of the settlement agreement with the [state securities regulator], the firm was found
to have conducted securities business from a location in the state that was not registered in the state as a
branch office. [Firm] was also found out of compliance with regard to designating an on- site manager to
supervise the securities activities of the office.

VII. Operational Issues and Non-Product Related Training

Eleven percent of representatives surveyed listed technology, paperwork, consolidated statements, or
other administrative issues as their primary concern. In 1996, the [Clearing Firm] Procedures Manual was a
mandatory portion of the Firm Element requirement for Series 7 licensed individuals. It was extremely well
received by our registered representatives and will continue to be used as a training tool (one of the two
required self-study modules for new Series 7 licensees.) In addition to requiring the [Clearing Firm] module in
response to last year's needs analysis, we developed a complete [Firm newsletter] issue on operations which
included where to send paperwork and when payment will be received for each product.

VIII. Regulatory Element Aggregate Results

[Firm] representatives, as a whole, scored higher [on the Continuing Education Regulatory Element] than
the industry average in all seven categories. [Firm] principals scored higher than the industry average in
four out of seven categories. The areas in which [Firm] representatives scored the lowest were New and
Secondary Offerings and Customer Accounts, Trade, and Settlement Practices. The three areas in which
principals scored lower than the industry average were registration and reporting issues, suitability, and new
and secondary offerings.

IX. Industry Trends and New Product Offerings

Most of our representatives sell mutual funds, variable annuities, UITs, common stocks, and traditional fixed
income products in combination with insurance in a financial planning approach. New products are not as
much a concern as are variations in traditional products such as mutual funds or variable annuities. Variations
in products are addressed via the monthly [Firm's newsletter] to registered representatives. In addition,
product self study modules will be updated at least yearly.

X. Marketing

The initiatives of the marketing department have included focus on specific products in addition to efforts to
provide resources and sales tools for registered representatives. Limited partnerships have received focus
due to the fact that a limited partnership marketing position in the firm was added in 1995 and equity unit
investment trusts were featured during the second half of 1996, resulting in a rise in equity trust sales.
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Mutual funds, which are the primary focus of the marketing department, are featured in their own section
of the [Firm's newsletter]. In addition, they were covered during 1996 with respect to the various [Firm's
newsletter] themes which included risk, asset allocation, retirement planning, and estate planning.
International funds and re-balancing also received attention during the past year.

The [privately published] books published this year by the firm included information on mutual funds, variable
annuities, variable universal life, unit investment trusts, and limited partnerships. These books include
information on each product sponsor and feature a key product for each sponsor. The [internal marketing
book] was published as a resource for registered representatives in order to build their business and educate
them on specific areas of practice. Chapters included asset allocation, tax advantaged investing, college
planning, and retirement planning as well as other areas.

XI. Conclusion

As was the case in 1995, both product and non-product training is a need. Training covering services
and operational issues appears, in many cases, to be more important than education about the product.
Operational issues, compliance issues, and financial planning services, which received high marks in the
representative survey, were mentioned by employees and officers of the firm and appeared as concerns
elsewhere as we performed our needs analysis.

Product revenue and the representative survey responses highlight the need for training on Mutual Funds
and Variable Annuities. Other products that received high ranking on the survey were equities and insurance.
(Even though insurance is not a securities product, many of our representatives combine insurance with
securities when serving clients.) In addition, because marketing efforts covered UITs, limited partnerships,
and variable annuities during the year, training will be provided in these areas, although not required as a
core module.

Similar to 1995, estate planning, financial planning, and retirement planning received interest in the
representative survey. Many of our representatives specialize in one or all of those fields and are continually
looking for updated information in those areas. In addition, because a large amount of [Firm]'s business
comes from qualified money, training on various aspects of retirement planning continues to be important.
Modules on retirement plans and estate planning which were offered in 1996 will be available as an elective
during 1997, but will not be mandated as part of the core requirement. All self-study modules will be revised
on an annual basis and will continue to be available as a reference to our representatives.

The number of representatives who cited compliance as their primary concern is significant and warrants
training in compliance as part of our core training program during 1997. In addition, the issues identified on
the regulatory element aggregate results and our compliance needs analysis will be included in new self-
study modules or added to the material that is covered in the compliance/continuing education meeting. We
will continue to make compliance a core component of our firm element training. In addition, as part of our
compliance training, we will also be adding a self-study module on supervision, which will be required (a core
component) for all branch managers.

Lastly, because we receive the most revenue from mutual funds, focus greater marketing resources on the
product, and our representatives have ranked it as highly important, we will continue to include mutual fund
training as a core component for each representative.

The Firm has done a thorough job of reviewing compliance areas, results from the Regulatory Element
sessions taken by employees, industry trends, and marketing issues. The Firm's review enables it to prioritize
training needs and tie them directly to specific training topics in the training plan. The selection of training
topics is grounded in fact and is responsive to the expressed needs of the Firm and its employees and needs.

PART TWO - PROPOSED TRAINING PLAN

I. Overview
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We will conduct our Firm Element Training through modules. Each module will cover a featured product
or service. There will be a core curriculum in which each covered person will be required to participate. In
addition, each covered person will be required to participate in additional modules during each calendar year
which he or she may chose. The Firm's Continuing Education and Training Department will also have the
responsibility for ensuring that the modules chosen by each person are applicable to that person's business
or function.

New hires who have a Series 7 license will be required to complete the [Clearing Firm] procedures and
training module as part of their orientation and core requirement. The module will also be available as an
elective choice for others. In addition, a supervision module will be required as a core module for all branch
managers.

Mutual funds and compliance will continue to be covered during the compliance/continuing education
meetings. Each representative will be required to attend one meeting each calendar year. [Firm] will reserve
the right to make a self-study module mandatory for an individual based upon our analysis of his or her
individual needs, or by the request of our Compliance Department. [Firm] will be responsible for the delivery
of these modules and the subsequent monitoring process. We will use a combination of internally designed
training materials, materials purchased from vendors, the compliance/continuing education meeting, and the
[Firm] newsletter as a medium for delivery.

Employees will receive training through the employee training program, which existed prior to the NASD
mandate. Employee training will cover both registered and non-registered personnel. The employee program
is delivered by way of live meetings and conference calls. The self-study training manuals that are used for
registered representatives are also available for employees. Newly licensed Series 7 employees are required,
however, to complete the [Clearing Firm] procedures manual.

II. Core Training Program

The core training program refers to the component of the program that is selected by [Firm]. Each individual
will be required to complete four modules, however, the selection will vary based on their situation. Listed
below are the three possible core requirements:

A. If the covered person is a new licensee and has a Series 7 license:

• Compliance

• Mutual Funds

• [Clearing Firm] Procedures and Operations

• One elective

B. If the covered person is a branch manager:

• Compliance

• Mutual Funds

• Supervision

• One elective

C. If the covered person is not a branch manager or a new hire:

• Compliance

• Mutual Funds

• Two electives

D. Core Program Subject Matter

1. COMPLIANCE
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[Firm] holds regional meetings for the purpose of distributing information on compliance to our Registered
Representatives. These meetings are mandatory. Training on compliance is conducted through case studies
and an outline covering various topics. The registered representatives are asked to read each case study and
discuss them as a group. The discussion is led by the Senior Vice President of Compliance, the President of
[Firm] or a designated principal/branch office manager. The [Firm's newsletter] will also be used as a vehicle
for dissemination of the following information. [Firm] may also use other formats such as conference calls or
self-study materials to cover information on compliance.

The 1997 compliance training will include, but not be limited to the following:

• Change of investments in various scenarios and how they affect the client

• Advertising/Sales Literature

• Suitability

• Customer complaints

• Customer accounts and required documentation

• New and secondary offerings

• Ethics

These issues tie back to the results of regulatory audits and Regulatory Element performance previously
discussed in the needs analysis portion of this plan.

2. [CLEARING FIRM] PROCEDURES AND OPERATIONS GUIDE

This self-study guide includes operational information as it relates to opening accounts, transferring accounts,
and trading securities through [Clearing Firm]. This module includes examples of each form needed in
order to open all types of accounts and process transactions through [Clearing Firm]. It will also include an
explanation of how each form is filled out and where it should be sent.

3. MUTUAL FUNDS

This module is included in the core program required for everyone that is covered under the Continuing
Education requirement. We will offer three different options in which training may be completed.

Option #1 Panel Discussion and Q&A

Panel discussions will be used to cover topics including but not limited to, asset allocation and rebalancing,
risk tolerance and suitability, and sales charges and fees.

Option #2 Computer-Based Training

CBT format will be used for selected individuals who were not able to attend a mandatory meeting due to
health or other extenuating circumstances. This option is to be used as a last case alternative only and not as
part of the regular training program.

Option #3 Live Presentation

This will be the primary method for mutual fund training. Topics to be covered during 1997 will include asset
allocation, risk tolerance, rebalancing, and mutual fund suitability.

There are some exemplary practices illustrated in Sections I and II (above). The Firm's Continuing Education
and Training Department monitors whether covered individuals chose modules that are applicable to their
business or function. This will keep representatives on track with appropriate training. The Firm's commitment
to providing training to both registered and unregistered persons is also admirable.
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The Firm is drawing on a range of delivery options, rather than trying to meet all training needs in a single
format. For example, some training needs are met by self-study and conference calls. Others may best be
addressed in small group discussions.

Finally, the Firm has outlined a plan that requires core training and allows for some choice of electives so that
individuals can tailor a program to meet their particular interests and needs.

III. Elective Modules

The elective modules will be self-study, however, delivery media will vary by product. Most self-study modules
will be workbooks, however, modules may also be offered by way of computer disk, [Firm newsletter], or other
medium. Because each person must complete four modules, but will have a differing core requirement, he or
she will chose either one or two of the following elective modules.

Variable Annuities

This self-study guide covers general investment features, advantages, risks, and suitability of variable
annuities.

Trade Settlement

This module will cover operation information regarding how a trade is placed, processed, and then settled.
It will include information on workflow, variations in settlement by product, and NASD rules regarding trade
settlement. In addition, variations to the norm (stock splits and dividends) and exception processing will be
covered.

Estate Planning

Although this is not a [Firm] offered “product,” it scored significantly high in the needs analysis survey. We will
continue to offer the self-study module that was distributed in August 1996 on estate planning. This module
covers estate taxes, the use of trusts, insurance and other estate planning vehicles, fiduciary responsibility,
elder care options, registration of accounts, estate asset valuation, and the use of various products when
doing estate planning.

Stock Trading

This self-study guide covers general information on equities. It also includes an explanation of Nasdaq and
the listed exchanges, how orders are placed and executed, and suitability and risk information.

Unit Investment Trusts (UITs)

This self-study guide covers general investment features of UITs, how they trade, differences between UITs
and mutual funds, distributions, risks, suitability, and how to place orders. We will update this guide in 1997
with an insert featuring more information on equity UITs.

Retirement Plans

This module will be completed by computer-based training or as self-study module on qualified plan
distributions.

Economic Indicators

This self-study guide provides information on selected economic data, impact on financial markets, and where
a registered representative can find this information in various financial publications.

Limited Partnerships
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This module is a self-study workbook. It includes information on the general investment features of LPs,
possible sources of revenue in a LP tax consequences, risks of LPs, suitability, and processing applications
at [Firm].

Insurance

This module will consist of a self-study workbook on Variable Universal Life (VUL). Covered topics include
policy mechanics, costs and expenses of VUL, death benefit options, investment management, VUL funding,
and modified endowment contracts.

IV. Industry-Sponsored Training and Education Programs

Continuing Education under the following programs may satisfy one portion of [Firm]'s Firm Element Training
Program as long as the subject matter relates to the business activity of the registered representative. A
Registered Representative who wishes to have his/her participation in one of the programs listed below
counted as one part of the four part requirement must send a copy of the course outline or certificate to
[name], Director of Training and Continuing Education.

   CFP                  CLU

   ChFC                 CPA

   CFS                  State Insurance CE

Firms may utilize training received in other continuing education or training programs for other licenses or
professional designations as a part of its plan. Such training should be consistent with the needs analysis
developed for the securities business of the Firm. Also, if included in its training plan, a Firm must adopt
means to ensure that these other licenses or professional designations meet the standards prescribed in the
Firm's needs analysis.

V. [Firm's Internal Electronic Bulletin Board]

In 1997 we will increase the use of the [electronic bulletin board] system by using it for training. On a periodic
basis, various product and operational information will be posted on the bulletin board. A question/answer
section will follow the training material. The representative may print out and return the Q&A sheet to the
Training Department for credit. The representative may count this as one of his/her elective modules for the
Firm Element. This will allow us to cover topics such as broker/dealer changes, looking up commissions, new
product information areas that by themselves are not large enough for a separate self-study manual. It will
also increase our on-line communication with the registered representatives.

An electronic bulletin board can be used creatively not only as a medium for delivering “ad hoc” continuing
education as described here, but also to facilitate receiving feedback about the utility of Firm Element training.
Prompt feedback about training may enable the Firm to make beneficial adjustments to its training programs.

VI. Tracking

[Firm]'s Director of Training and Continuing Education will have responsibility for monitoring and recording
Firm Element training on the [Firm's proprietary] database. A separate record will be maintained for
each person. It will include proposed training for the calendar year, documentation of materials and
correspondence that has been sent, and documentation of completion for each module of the Firm Element
Training. Although it will be the responsibility of each participant to return the material (disk, question and
answer sheet, etc.) for satisfaction of the requirement, [Firm] will periodically produce status reports that will
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be distributed to senior management and/or branch managers upon request. These reports will show which
modules have been completed by each person in question. In addition, the Training Department will produce
a report for the President and Senior Compliance Officer at the end of each quarter listing individuals who
have participated in few or no modules so that action can be taken at the senior level.

Tracking representatives' progress through the Firm's Firm Element training provides documentation
of implementation to the Firm and allows it to monitor individual progress. Frequent reports to senior
management, as described here, are a critical aspect of the Firm Element. The data collection mechanism
could be another vehicle for gathering feedback to help with the next needs analysis.

VII. Annual Needs Analysis

[Firm] will continue to use the above format for its NASD continuing education needs analysis (survey,
evaluation of compliance, revenue, and marketing, etc.). The needs analysis will be completed by December
31st each year and cover information obtained for that year, or in certain instances, the past two years.

VIII. Conclusion

[Firm]'s Firm Element Training program has been designed to meet the goals of creating company-wide
unity and enhancing the professionalism of each registered individual. Our high response rate to our Needs
Analysis provided us with the optimistic view that our people welcome training and the broader horizons that
come with new knowledge. We feel that our training program addresses the specific needs for our registered
people in a simply delivered format. In addition, it provides the flexibility for future revisions and changes as
our needs grow and change. As a firm, we also see the importance of using this as a forum for new product
introductions, dissemination of important compliance information, the opportunity for cross-selling, and the
opportunity to focus on the highest standards of ethical communication to our clients.

A Large Independent Contractor Broker/Dealer Prepared for 1996

1996 Continuing Education Needs Analysis and Training Plan

I. INTRODUCTION

This Needs Analysis constitutes the primary basis for development of a training plan to comply with the firm
element of the continuing education requirements. The firm element of continuing education applies to any
registered person, regardless of tenure in the industry, who has direct contact with the general public. It also
applies to the immediate supervisors of such persons.

Historically, [Firm] has provided its field force with continuous training and education. The firm element of the
continuing education requirements provides [Firm] an opportunity to outline specific programs the field force
can choose from. [Firm]'s goal in delivering the continuing education program (the “Program”) to its field force
is not only to comply with a regulatory directive, but to continue to deliver a worthwhile package of educational
programs that will benefit all registered representatives (RRs) that participate. It is [Firm]'s responsibility to
document participation by RRs in the continuing education programs it offers.

This memorandum describes the components of [Firm]'s Needs Analysis and the training delivered as part of
[Firm]'s Program. A continuing education committee (the “Committee”) has been formed to implement the firm
element of the continuing education requirements. The Committee will meet no less than annually to assess
the direction of the Program and to ensure its proper implementation. A list of the members of the Committee
is attached and may be modified from time to time.

II. [FIRM] BACKGROUND

[Firm] represents a national network of more than 2,300 registered representatives located in approximately
1,000 Offices of Supervisory Jurisdiction. These RRs assist their clients in meeting their financial goals.
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Whether it is planning for a successful retirement or developing a college funding strategy for a child's
education, [Firm] RRs offer a wide array of investment choices combined with professional guidance and
objective advice. [Firm] RRs provide advice on investments including mutual funds, variable annuities, stocks,
bonds, insurance, and fee based products.

The use of a continuing education committee with its members at a high level in the organization
demonstrates senior management's commitment to continuing education. Unfortunately, the document does
not specifically mention the respective responsibilities for monitoring compliance with the Firm Element at this
Firm. This should be spelled out in the needs analysis or training plan.

III. NEEDS ANALYSIS

As part of the Program, on an annual basis [Firm] assesses the direction of the firm's business by conducting
a Needs Analysis. [Firm]'s Needs Analysis is developed by examining the following areas of firm operations:

a. Firm Product Breakdown

   Mutual Funds                            ___%

   Variable Annuities                      ___%

   General Securities                      ___%

   Asset management                        ___%

   Fixed Income                            ___%

   Insurance                               ___%

   Other                                   ___%

b. New Products

[Firm] does not offer and has no plans to offer proprietary products. However, [Firm] is committed to providing
training in new product areas. The firm is experiencing its most rapid growth in the area of fee-based asset
management. Recognizing the need for training in this area the firm sponsored four asset management
training programs in 1994, three in 1995, and plans to offer four in 1996. As discussed below, asset
management training sessions will constitute a delivery system for the Program. Through the Committee,
[Firm] will monitor trends in new product sales and implement training accordingly.

c. Customer Complaints

In the normal course of business as a member firm, [Firm] tracks customer complaints. To further enhance its
ability to target product areas that appear to need specific attention based on customer complaints, [Firm] is
refining the data gathered through its computer system that tracks complaints.
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d. Regulatory Developments

As a broker/dealer and investment adviser registered in 50 states, [Firm] continuously monitors regulatory
developments in order to ensure firm registered compliance. The regulatory developments that affected
the firm significantly in 1994 and 1995 were the T+3 settlement cycle and NASD Notice to Members 94-44.
The firm spent a significant amount of time educating the field force on the impact of these two regulatory
developments. For 1996, the firm has focused on the follow-up to 94-44, Notice to Members 96-33, the NASD
proposed rule change for broker/dealers operating on the premises of financial institutions (SR-NASD-95-63),
and mutual fund sales practices.

e. Review of Audits and Other Compliance Reports

Compliance audits provide a source for determining curriculum topics for the Program. Compliance audits
encompass a review of several key areas of branch office operations, including but not limited to: record-
keeping requirements; advertising; correspondence; signage; outside business activity notification; including
separately registered investment advisers; space sharing; derivative sales; and mutual fund sales practices.
Addition-ally, [Firm] generates several types of exception reports that detail activity that fall within certain
preset parameters. These exception reports address, among other things, over concentration, excessive
commissions, settlement irregularities, and customer restrictions. Information generated by such reports are
evaluated when determining curriculum for the Program.

f. Survey of Key Personnel

A survey of senior management was completed prior to implementing the Program, in order to obtain input on
Program topics. The most recent survey resulted in the following topics for the Program curriculum.

1. Asset Allocation

2. Suitability and disclosure issues surrounding pricing on Multiple Class

3. Shares in Mutual Funds

4. Suitability issues with respect to B shares

5. Qualified Plans

6. Mutual fund sales practice issues; i.e., switching, break points

7. Variable annuity sales practice issues

8. Disclosure and risk analysis concerning securities in mutual funds (derivatives, option)

9. Government bond fund suitability issues

10. Advertising

11. Branch Office record keeping

12. Sections 40 and 43 of the NASD's Rules of Fair Practice

[Firm], through the Committee, will continue to develop curriculum by surveying departments of the firm.

The Firm gathered input from a broad array of sources when undertaking its needs analysis in order to
determine its training needs and priorities. However, the number of senior personnel who provided input and
their areas of responsibility should be stated. It would also have been helpful to obtain input from registered
representatives.

The “Customer Complaint” and “Review of Audits and Other Compliance Reports” sections are weak. These
sections only explain what the Firm has done or will do, but not what it has learned from these sources. It
would be useful to see the issues that surfaced from a review of customer complaints and internal audits. If
none, that should be stated.
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IV. TRAINING PLAN DELIVERY OPTIONS

The firm has several delivery options available to effect compliance with the regulatory directive. [Firm] will
continue to use these delivery options and assess new delivery options as necessary.

Program components are delivered via: (a) conferences; (b) conference calls; (c) other industry continuing
education programs; (d) and outside vendors.

In addition, [Firm]'s internal weekly printed guide on product, marketing, and compliance, annual audits, and
compliance interviews provides an ongoing means of delivering Program components. [Firm] will continue to
deliver Program information through [the guide], annual compliance interviews, and branch office visits.

In addition to the above, RRs must complete one of four continuing education “tracks” listed below in order
to complete the firm element of continuing education. [Firm] is providing two separate series of tracks.
One series is for RRs and one is for those RRs that are Sales Assistants. Registered Sales Assistants are
those persons who have executed an Administrative Associate contract which prohibits such persons from
selling securities or receiving commissions. The Program chosen must be completed in two years, beginning
January 1996. Sales Assistants that do not have an NASD license are not required to participate in the
Program.

A. Continuing Education Tracks for RRs

(i) Track I

Attendance at the National Sales and Education Conference: This four-day comprehensive conference
includes educational sessions with topics on research and due diligence, compliance, product training,
technology, and sales and marketing. This conference provides over 120 different breakout sessions,
workshops, and interactive computer training. The sessions address fundamental topics as well as more
specific specialized matters; AND

Participation in one conference call in the year that the RR does not attend the national conference.
Conference calls, available to RRs on a monthly basis, provide tutorials on products, economics, and market
information. In addition, [Firm] from time to time sponsors conference calls with special guest speakers
addressing such topics as managing risk in an appreciated market or other specialized topics. Attendance at
the national conference in both years fulfills the conference call requirement.

The plan does not state clearly how conference sessions are matched to identified training needs. The
same is true for selection of conference calls. The plan should specify how choices are to be made and how
they relate to the identified areas of training needs. In addition, the option of choosing to meet one year's
full continuing education requirement with a single conference call (Track I) raises questions about how
thoroughly an individual's ongoing training needs will be met in that year.

(ii) Track II

Attendance at a [Firm] Regional Conference: These conferences offer training and education in product
areas such as mutual funds, variable annuities, and insurance. In addition, training is provided in areas such
as asset allocation, 401(K) issues, compliance, and corporate updates. These regional conferences are
designed for those RRs who are unable to attend the National Conference; OR

Attendance at a [sales training session for the firm's proprietary asset management program.] [Firm's] asset
management program gives clients access to over 1,200 high quality no-load and loan waived mutual funds,
quarterly performance reporting, and consolidated account statements. These sessions provide RRs with the
opportunity to learn the fundamentals of asset allocation and how these principles can be applied using the
[Firm] asset management program; AND

Participation in two conference calls.
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(iii) Track III

Participation in a home study program. This program will consist of course work that is computer-based,
or can be printed and presented in a book format. RRs will be able to choose from several topics such as
Mutual Funds and Suitability, Communications with the Public, Investment Risk and Portfolio Analysis, and
Understanding Variable Annuities. RRs will be required to participate in no less than four courses (two per
year). Each course ranges from 15 to 30 pages of written text with problems and questions throughout the
text. RRs will also need to complete the questions at the end of the course material; AND

Participation in two conference calls.

(iv) Track IV

RRs enrolled in courses to complete the Certified Financial Planners (“CFP”), Chartered Financial Analyst
(“CFA”), CFS or Chartered Financial Consultant (“ChFC”), or Certified Public Account (“CPA”) requirements
will fulfill the firm element of continuing education. RRs are required to be enrolled and successfully complete
a certain number of courses in calendar year 1996 and 1997 in order to fulfill the continuing education
requirement; AND

Participation in two conference calls.

B. Continuing Education Tracks for Sales Assistant RRs

(i) Track I

Attendance at a [Firm] sponsored Sales Assistant Conference. This conference provides Sales Assistants
with an opportunity to learn the basics of compliance, products, technology, and operations. Attendance
at the National Sales and Training Conference, Regional meetings, or [sales training session for the firm's
proprietary asset management program] may be substituted for the Sales Assistant Conference.

(ii) Track II

Participation in the home study program as described above.

(iii) Track III

Registered Sales Assistants enrolled in courses for completion of CFP, CFA, CFS or ChFC, or CPA
requirements will satisfy the annual Firm Element Requirement. Sales Assistants are required to be enrolled
and successfully complete a certain number of courses in calendar year 1996 and 1997 in order to fulfill the
continuing education requirement.

There are a number of points to be made about this Firm's training plan:

• Using continuing education “tracks” or training modules is a helpful way to provide meaningful content to
different classes of covered employees. The tracks can be tailored to address the different training needs of
different employee groups.

• If individuals are permitted to select conference sessions, seminars, conference calls, and other training
vehicles, a firm must ensure that the selections match identified training needs. Otherwise, for areas identified
in the Firm's needs analysis and specified in the training plan, training must be delivered by some other
means.

• When using conference calls or seminars, the Firm must maintain written outlines of the information
conveyed on the call or in the seminar. The Firm should also periodically ensure that the material delivered
via conference calls and seminars is robust enough to satisfy the training needs it has identified.

• There should be a process in place to collect feedback from attendees. Feedback is critical not only for the
purpose of assessing the usefulness of the training material, but also for enhancing future training programs.
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• Although a firm may utilize courses delivered through outside professional designation programs (see
Track IV for RRs and Track III for Sales Assistant RRs), it must ensure that the courses address the training
issues identified in the needs analysis. Not every course from a professional designation program may be
appropriate.

[FIRM] CONTINUING EDUCATION COMMITTEE

Chairman & Chief Executive Officer

Managing Director, Compliance, General Counsel

Managing Director, Advisory Services

Managing Director, National Sales

Registration and Continuing Education Manager

DETAILS OF [FIRM'S] FIRM ELEMENT TRACKING PROCEDURES

[FIRM'S] CONFERENCE TRACKING

At the [Firm] conferences, Registered Representatives and Registered Sales Assistants are given certificates
with a copy to [Firm]. The certificates are then entered into [Firm]'s database and cross referenced with a
marketing attendee list.

[FIRM'S] CONFERENCE CALL TRACKING

[Firm] will have 24 conference calls in 1997 that qualify for continuing education. Of those 24 calls, six will
qualify for the compliance conference call requirement. A list of individuals participating is provided to [Firm]
for tracking purposes by the conference call provider. The participants names are then entered into [Firm]'s
database

[FIRM'S] TRACKING SYSTEM

[Firm] has designed a program to track the Firm Element. When a requirement has been completed, it is
entered into the database. [Firm] is able to view on one screen what Track a rep has selected, what events
they participated in, and whether or not they have completed the Firm Element. Reports will be printed
monthly and certificates of completion will be distributed to reps as they finish the Firm Element.

A detailed tracking program, as evidenced here, is a necessity for large firms, especially those with many
branch offices. The plan should name the individual responsible for maintaining the Firm's database, and this
individual should make periodic reports to the continuing education committee about persons who have not
fulfilled requirements.

Reader Survey

Examples of Firm Element Practices and Council Commentary: Reader Survey

The Council produced Examples of Firm Element Practices and Council Commentary to assist firms in
meeting continuing education requirements. Your feedback concerning the Commentary is critical to ensure
future editions address your needs. Please take a few minutes to complete this Survey and return it to the
Council in the envelope provided.

1. Please describe your firm in terms of size and type of business:

Number of Registered Representatives

   ___ 1-25        ___ 26-50         ___ 51-100         ___ 101-500
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   ___ 501-1,000   ___ 1,001-5,000   ___ 5,001-10,000   ___ 10,000+

2. Type of business (if none of the following apply, please describe “Other”):

   __   Self-clearing, full line of securities

   __   Bank broker/dealer, full line of securities

   __   Bank broker/dealer, mutual funds and variable contracts only

   __   Insurance-affiliated broker/dealer, full line of securities

   __   Insurance-affiliated broker/dealer, mutual funds and variable contracts only

   __   Independent contractor broker/dealer, full line of securities, self-clearing

   __   Independent contractor broker/dealer, full line of securities, introducing broker

   __   Introducing broker/dealer, full line of securities

   __   Investment banking firm

   __   Other _____________________________________________________

3. Please indicate your primary responsibilities with respect to continuing education (if none of the
following apply, describe “Other”):

   __   Responsible for continuing education for the entire firm

   __   Responsible for continuing education for a portion of the firm (e.g., retail)

   __   Directly involved in the needs assessment process

   __   Responsible for developing in-house training programs

   __   Responsible for identifying and monitoring outside training vendors
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   __   Other __________________________________________________

   Your title:                      Department:

   ______________________________   ___________________________________

4. How did you use Examples of Firm Element Practices and Council Commentary?

   __   Just looked at the firm(s) that most closely matched my own

   __   Read through each of the plans

   __   Focused on reading through the Council comments

   __   Other ______________________________________________________________

5. How useful do you believe the plans themselves will be in strengthening your firm's Continuing
Education Plan?

        1          2          3          4          5          6

   Extremely Useful                                        Not Useful

6. How useful do you feel the Council's commentary will be in strengthening your firm's Continuing
Education Plan?

       1           2          3          4          5          6

   Extremely Useful                                        Not Useful

7. What could be done to make this publication more useful to you and your firm?

_______________________________________________________________________________
_______________________________________________________________________________
_______________________________________________________________________________

8. What else do you think the Council could do to help you and your firm strengthen your Firm
Element continuing Education process and program?

_______________________________________________________________________________
_______________________________________________________________________________
_______________________________________________________________________________

9. Are there specific issues that you feel need to be addressed by the council with respect to either
the needs assessment process or the training implementation and tracking process?
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_______________________________________________________________________________
_______________________________________________________________________________
_______________________________________________________________________________

If you would like a call from a Council member to discuss this publication, your thoughts about other ways the
Council could be helpful, or specific issues that need clarification, please provide your name and telephone
number.

   Name: ___________________________       Telephone: _________________________

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See NASD Notice To Members 96-69, October 1996 or NYSE Information Memo 97-16, March 1997 for
the latest edition of the Guidelines.

2  NASD Membership and Registration Rule 1120, "Continuing Education Requirement," and NYSE Rule
345A, "Continuing Education For Registered Persons," typify the language of the continuing education
rules of all other SROs.

1  Exchange Act Release No. 35-341 (Feb. 8, 1995).
2  SIA, Continuing Education Alert (March, 1995). Materials included information on developing a training

plan, sample needs analysis, and sample cover letters for needs analysis.
1  The specified disciplinary actions are (1) a statutory disqualification pursuant to the Securities Exchange

Act of 1934, or (2) a suspension of the imposition of a fine of $5,000 or more for violation of any
provision of any securities law or regulation, or any agreement with, or rule or standard of conduct of,
any securities governmental agency, securities self-regulatory organization, or as imposed by any such
regulatory or self-regulatory organization in connection with a disciplinary proceeding, or (3) an order
to re-enter the Regulatory Element as a sanction in a disciplinary action by action by any securities
governmental agency or securities self-regulatory organization.

2  Persons who have incurred a covered disciplinary action will have an anniversary date that coincides
with the effective date of the final decision in the disciplinary action.
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October 10, 1997

  

Market Surveillance

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT : Special Stock Lists (Imbalance Publication) for October 17, 1997, Expiration Friday

October 17, 1997 is an expiration trade date.

An expiration day is a trading day prior to the expiration of index-related derivative products (futures, options
or options on futures), whose settlement pricing is based upon opening or closing prices on the Exchange, as
identified by a qualified clearing corporation (e.g., the Options Clearing Corporation).

Twelve of the expiration days are expiration Fridays, which fall on the third Friday in every month. If that
Friday is an Exchange holiday, there will be an expiration Thursday in such a month.

SPECIAL STOCK LISTS.—IMBALANCE PUBLICATION

The Exchange has identified certain stocks which will, on expiration days, follow mandatory procedures
related to the dissemination of market order imbalances before the opening and/or the dissemination of MOC
imbalances prior to the close, as soon as practicable after 3:40 p.m.

The high-capitalized stock list consists of the fifty most highly capitalized stocks in the S&P 500 Index, plus
any Major Market Index stocks not included among those fifty stocks. The mid-capitalized stock list consists
of the ten most highly capitalized stocks in the S&P MidCap 400 Index. The special stock lists applicable to
October 17, 1997 are attached for your reference.

MANDATORY EXPIRATION DAY PROCEDURES

In summary, in relation to the opening, stocks on the high-capitalized stock list and mid-capitalized stock list
must follow procedures related to the publication of market order imbalances at the appointed time, 9:00 a.m.
In relation to the close, only the stocks on the high-capitalized stock list must follow procedures related to the
publication of MOC imbalances as soon as practicable after the MOC cutoff time of 3:40 p.m. Also, pursuant
to Information Memo 95-21, any stock being dropped from or added to an index must publish an MOC status
as soon as practicable after 3:40 p.m., as may any stock with Floor Official approval.

PRINTING THE CLOSE

Specialists are reminded to print the closing transaction as outlined in Rule 116.40, which requires
that any MOC imbalance must be printed against the bid or offer as appropriate followed by a second
print of the MOC paired amount, if any, which should be marked as “stopped stock”. (This is the
case even if the MOC imbalance fills all “book” and Crowd interest, and regardless of whether or not
specialist participation is included.) If there is no imbalance, the paired amount should be printed at
the last sale price as “stopped stock.”

Complete discussion of auxiliary opening procedures and procedures for handling market-on-close (MOC)
orders on expiration days appears in Information Memo 96-34, which was published on November 8, 1996.
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In addition, a complete discussion for handling limit-at-the-close (LOC) orders on expiration days appears in
Information Memo 97-25 which was published on May 13, 1997.

If you have any questions, you may direct them to David Fisch (212) 656-6769 or Carol Krusik (212)
656-4597.

______________________________

Robert J. McSweeney

Senior Vice President

Attachments

High-Capitalized Stock List - October 17, 1997, Expiration Friday

ABT          ABBOTT LABORATORIES

AHP          AMERICAN HOME PRODUCTS CORPORATION

AIG          AMERICAN INTERNATIONAL GROUP INC.

AIT          AMERITECH CORP.

ALL          ALLSTATE CORP.

AN           AMOCO CORPORATION

AXP          AMERICAN EXPRESS COMPANY

BA           BOEING COMPANY

BAC          BANKAMERICA CORPORATION

BEL          BELL ATLANTIC CORP.

BLS          BELLSOUTH CORPORATION

BMY          BRISTOL MYERS SQUIBB COMPANY
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CCI          CITICORP

CHV          CHEVRON CORPORATION

CMB          CHASE MANHATTAN CORP.

CPQ          COMPAQ COMPUTER CORP.

DD           DU PONT COMPANY

DIS          WALT DISNEY COMPANY

DOW          DOW CHEMICAL COMPANY

EK           EASTMAN KODAK COMPANY

F            FORD MOTOR COMPANY

FNM          FEDERAL NATIONAL MORTGAGE ASSOCIATION

G            GILLETTE COMPANY

GE           GENERAL ELECTRIC COMPANY

GM           GENERAL MOTORS CORPORATION

GTE          GTE CORPORATION

HD           HOME DEPOT INC.

HWP          HEWLETT-PACKARD COMPANY
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IBM          INTERNATIONAL BUSINESS MACHINES CORP.

IP           INTERNATIONAL PAPER COMPANY

JNJ          JOHNSON AND JOHNSON

KO           COCA-COLA COMPANY

LLY          ELI LILLY AND COMPANY

LU           LUCENT TECHNOLOGIES INC.

MCD          MCDONALDS CORPORATION

MMM          MINNESOTA MINING AND MANUFACTURING

MO           PHILIP MORRIS COS. INC.

MOB          MOBIL CORPORATION

MOT          MOTOROLA INC.

MRK          MERCK AND COMPANY INC.

NB           NATIONSBANK CORP.

PEP          PEPSICO INC.

PFE          PFIZER INC.

PG           PROCTER AND GAMBLE COMPANY
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RD           ROYAL DUTCH PETROLEUM COMPANY

S            SEARS ROEBUCK AND CO.

SBC          SOUTHWESTERN BELL CORPORATION

SGP          SCHERING PLOUGH CORP.

SLB          SCHLUMBERGER LTD

T            AMERICAN TELEPHONE AND TELEGRAPH

TRV          TRAVELERS GROUP INC.

UN           UNILEVER NV

WLA          WARNER LAMBERT CO.

WMT          WAL-MART STORES INC.

XON          EXXON CORPORATION

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of October 6, 1997
and the 20 Major Market Index stocks. There is no change to the list compared to the September, 1997
expiration Friday.

Mid-Capitalized Stock List -October 17, 1997 Expiration Friday

 AES         AES CORPORATION (THE)

 AFL         AFLAC INC.

 AOL         AMERICA ONLINE INC.
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 BEN         FRANKLIN RESOURCES INC.

 CCE         COCA-COLA ENTERPRISES INC.

 *GLM        GLOBAL MARINE INC.

 MTL         MERCANTILE BANCORPORATION INC.

 OMC         OMNICOM GROUP INC.

 SUB         SUMMIT BANCORP INC.

 UW          USA WASTE SERVICES INC.

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of October 6,
1997. The indicated (*) stock has been added to the list. KSS has been deleted.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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October 10, 1997

  

Member Firm Regulation

 To: Chief Executive Officer/ Managing Partner, Chief Operations Officer/ Operations Partner And
Legal And Compliance Dept

Subject: Payment Of Interest And Dividends To Customers

The Securities and Exchange Commission has recently received a number of complaints concerning broker-
dealers' practices in distributing dividend and interest payments to customers. The complaints have alleged
that broker-dealers are not paying dividends and interest payments on a timely basis.

In Securities Exchange Act Release No. 15194 (September 28, 1978)., the Commission addressed the
practice followed by some broker-dealers of disbursing dividend and interest payments monthly rather
than promptly upon receipt of the funds without notifying their customers in advance or offering them
the alternative of immediate payment. In that release, the Commission stated that “dividend and interest
payments should not be deferred unless the customer has been so informed sufficiently in advance and has
been given a reasonable opportunity to elect either immediate or deferred payment.” The Commission further
stated that “the imposition of a system of deferred payments without informed and timely notice to customers
is inconsistent with a broker-dealer's obligation to deal fairly with its customers and is inconsistent with just
and equitable principles of trade.” A copy of the release is attached for your reference.

The NYSE expects all broker-dealers to follow the payment practices consistent with this Release.

We recommend that members carefully review their payment practices for compliance with the 1978 release.
Additionally, the Exchange will monitor our member organizations practices in this area.

Any questions regarding this Information Memo can be directed to your finance coordinator.

______________________________

Salvatore Pallante

Senior Vice President

Attachment

[Rel. No. 34-15194]

FAIR TREATMENT Of CUSTOMER ACCOUNTS

Notice to Broker Dealers

The Securities and Exchange Commission today expressed concern about certain practices engaged in by
broker-dealers. During recent months the Commission has received investor complaints regarding:

(a) Issuance to customers of checks drawn on distant banks, a practice referred to as “remote checking”;

(b) Retention of interest and dividend payments rather than disbursing such payments to customers promptly
upon receipt, without affording customers adequate prior notice and a reasonable opportunity to elect either
immediate or deferred payment;

(c) Imposition of increased commission rates without adequate prior notice;
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(d) Imposition of custodial fees on “inactive” customer accounts without adequate prior notice; and

(e) Failure to transfer customer accounts promptly to another broker-dealer in response to customer requests.

REMOTE CHECKING

Many investors have complained that they are being deprived of the prompt use of their funds by a device
currently being used by some broker-dealers. That practice, commonly referred to as “remote checking,”
involves the issuance of checks drawn on banks located far away from customers in order to delay clearance
of those checks and thereby to prolong a broker-dealer's use of its customers' funds. For example, some
brokerage firms have implemented a policy of paying customers located east of the Mississippi River with
checks drawn on west coast banks and paying customers located west of the Mississippi with checks drawn
on east coast banks. In fact, certain broker-dealers have acknowledged that they have engaged in this
practice specifically to prolong the firms' use of customers' funds.

The selection of a distant bank for the purpose of prolonging a broker-dealer's use of customer funds unfairly
deprives customers of their immediate use of funds, is inconsistent with a broker-dealer's obligation to deal

fairly with its customers 1   and Is inconsistent with just and equitable principles of trade. 2   Such a purpose
may be inferred from the circumstances surrounding the selection of a distant bank and is particularly evident
In cases where a broker-dealer arranges its use of two or more disbursing banks with a view to paying

customers in a particular region from a bank in a distant location. 3 

RETENTION OF INTEREST AND DIVIDEND PAYMENTS

It has been reported to the Commission that customers of several broker-dealers have experienced
prolonged delays in receiving dividend and interest payments on securities held for them by broker-dealers. In
particular, it appears that some broker-dealers have recently instituted the practice of disbursing dividend and
interest payments monthly rather than promptly upon receipt of the funds, and have done so without notifying
their customers in advance or offering them the alternative of immediate payment. While the Commission
recognizes that some customers, if adequately informed, may decide to receive payments on a monthly
basis, it believes that dividend and interest payments should not be deferred unless the customer has been
so informed sufficiently in advance and has been given a reasonable opportunity to elect either immediate
or deferred payment. Indeed, the imposition of a system of deferred payments without informed and timely
notice is inconsistent with a broker-dealer's obligation to deal fairly with its customers and is inconsistent with
just and equitable principles of trade.

IMPOSITION OF INCREASED COMMISSION RATES WITHOUT PRIOR NOTICE

One of the most common investor complaints since the abolition of fixed commission rates has been that
broker-dealers raise their commission rates without adequate prior notice. In some egregious cases, investors
have been charged commissions exceeding those quoted at the time they placed their orders. That practice
is inconsistent with a broker-dealer's obligation to deal fairly with its customers and is inconsistent with
its responsibilities under the Federal securities laws. In other cases, customers have placed orders with
broker-dealers with which they have recently done business and have not been notified of commission rate
increases until the transactions were confirmed. In those situations the customer's reasonable expectations
with respect to the commission rates to be charged based on his prior dealings with the broker-dealer have
not been fulfilled. The imposition of an increased rate in that fashion is inappropriate and, the Commission
believes, is inconsistent with a broker-dealer's duty to deal fairly with its customers and inconsistent with just
and equitable principles of trade.

IMPOSITION OF CUSTODIAL FEES ON CUSTOMER ACCOUNTS WITHOUT PRIOR NOTICE

It has also been reported to the Commission that a number of broker-dealers have recently imposed charges
for custodial services on inactive accounts without giving adequate advance notice to enable customers to
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consider closing or transferring their accounts. The Commission believes that this practice is also inconsistent
with a broker-dealer's obligation to deal fairly with its customers and inconsistent with just and equitable
principles of trade.

DELAY IN TRANSFERRING ACCOUNTS

Finally, a number of investors have complained that, when they attempt to transfer their accounts from
one broker-dealer to another, the broker-dealer who has the account does not transfer it promptly. Those
investors have encountered unusual delays frequently accompanied by attempts to persuade them to allow
their accounts to remain with the first broker-dealer. During such delays, customers may experience difficulty
in liquidating securities positions held in those accounts unless the transactions are effected through the
broker-dealers retaining the accounts.

The Commission recognizes that unusual circumstances may necessitate some delay in transferring a
customer's account. Where such circumstances do exist, they should, of course, always be explained to
the customer. Where unusual circumstances are not present, however, such delays are improper and are
inconsistent with a broker-dealer's obligation to deal fairly with its customers and inconsistent with just and
equitable principles of trade.

*****

The Commission is particularly disturbed to discover that many of the practices described above appear
not to be isolated occurrences, but instead to reflect established policies and practices of several of the
Nation's leading broker-dealers. The Commission believes that action to correct these abuses is overdue and
should be undertaken promptly by broker-dealers and self-regulatory organizations. in addition to violating
standards of fair dealing, and the rules of various self-regulatory organizations, requiring members to refrain
from conduct that is inconsistent with just and equitable principles of trade, some instances of the practices
described above appear to violate the antifraud provisions of the Federal securities laws. Customers of
broker-deales who believe they have been victims of these practices should write to the Office of Consumers
Affairs, Securities and Exchange Commission, 500 North Capitol Street. Washington, D.C. 20549. Brokers
and dealers should be fully aware that the Commission will take prompt enforcement action against individual
firms and persons if such action is warranted.

By the Commission.

GEORGE A. FITZSIMMONS,

Secretary.

September 28,1978.

[FR Doc. 78-28225 filed 10-5-78; 8:45 a.m.]

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See, e.g., Opper v. Hancock Securities Corporation, 250 F. Supp. 668 (S.D.N.Y.). aff'd 367 F. 2d 157 (2d
Cir. 1966); Arleen W. Hughes. 27 S.E.C. 629 (1948). aff'd sub nom. Hughes v. Securities and Exchange
Comm'n 174 F 2d 969 (D.C. Cir. 1949): Charles Hughes & Co.. Inc., 13 S.E.C. 676. aff'd sub nom.
Charles Hughes & Co, Inc. v. Securities and Exchange Comm'n, 139 F. 2d 434 (2d Cir. 1943), cert.
denied, 321 U.S. 786 (1944): Duker & Duker, 6 S.E.C. 386 (1939).
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2  See. e.g., art. Ill. sec. 1 of the National Association of Securities Dealers, Inc. bylaws, NASD Manual, art.
XIV, sec 6 of the New York Stock Exchange constitution, 2 New York Stock Exchange, Inc. Guide.

3  The Commission recognizes, however. that it may be a desirable business practice for broker-dealers
to limit the number of banks used for disbursing funds to customers, or indeed to use only a single bank
for that purpose, so long as customers are not deprived of reasonably prompt access to their funds. As a
result. some brokerage firm customers will be paid with checks drawn on out-of-State banks.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

1175

http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 97-46

Click to open document in a browser

October 2, 1997

  

Market Surveillance

 TO: All Members And Member Organizations

FROM: Market Surveillance

SUBJECT: Submission of Audit Trail Account Identifiers in Connection with Block and Other
Transactions

Submission of correct Audit Trail information is critical to enable the Exchange to fulfill its self-regulatory
responsibilities. Summarization of Audit Trail information may be operationally expedient for some clearing
organizations, but seriously undermines the Exchange's ability to carry out its responsibilities. Member
organizations, therefore, must not submit to Audit Trail any trade in which more than one account type
participated as one summarized transaction, but, rather, must submit the individual components for each such
trade.

Example:

A block positioning firm agrees to facilitate part of an institutional customer's order to sell 100,000 shares
of XYZ. The positioning firm finds a member correspondent which wishes to buy 50,000 shares and an
institutional customer which wishes to buy 40,000 shares, and the positioning firm determines to buy the
remaining 10,000.

The positioning firm, through its Floor broker, is able to effect the cross as described on the Exchange Floor.
It would then be required to submit to Audit Trail that, in XYZ, at the same time, at the same price and with
the same executing broker and clearing firm:

100,000 shares were sold - account identifier “A”

50,000 shares were bought - account identifier “W”

40,000 shares were bought - account identifier “A”

10,000 shares were bought - account identifier “P”

For a more detailed description of account identifiers, please see Information Memo 96-36, which is attached
for your convenience.

Questions on this subject should be addressed to David Fisch at (212) 656-6769 or Carol Krusik at (212)
656-4597.

______________________________

Robert J. McSweeney

Senior Vice President

Attachment

Information Memo

Market Surveillance

Number 96-36
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December 5, 1996

PLEASE ROUTE TO COMPLIANCE, OPERATIONS AND TRADING DEPARTMENTS

TO: Members and Member Organizations

SUBJECT: New Audit Trail Identifiers

The Exchange is instituting ten new audit trail identification codes to further enhance the NYSE's audit trail.
The new codes, as well as existing codes, are attached to this memo as Exhibit A.

The Exchange added four new codes which identify short exempt trades and three new codes which identify
the short exempt trades of a competing market-maker in an NYSE-listed security. These new codes will
enhance the Exchange's ability to identify violations of SEC Rule 10a-1 and Exchange Rule 440B, which
prohibit short selling under specified circumstances. Also being added are three new codes which identify
trades for the account of a competing market-maker in an NYSE-listed security.

The new codes are:

•E - short exempt transaction for the proprietary account of the clearing member organization or an affiliated
member/member organization

•F - short exempt transaction for the proprietary account of an unaffiliated member/organization including any
other self-clearing member organization

•H - short exempt transaction for the account of an individual investor

•B.—short exempt transaction for other agency customer accounts

•L - short exempt transaction for the account of a competing market-maker that is affiliated with the clearing
member organization

•X - short exempt transaction for the account of an unaffiliated member's competing market-maker

•Z.—short exempt transaction for the account of a non-member competing market-maker

•O - proprietary transactions for a competing market-maker that is affiliated with the clearing member

•T - transactions for the account of an unaffiliated member's competing market-maker

•R.—transactions for the account of a non-member competing market-maker

Members and member organizations may use the new codes immediately. Use of the new account
identification codes will be mandatory March 3, 1997.

Questions concerning any matters discussed in this Information Memo may be addressed to David Fisch
(212) 656-6769 or Carol Krusik (212) 656-4597.

______________________________

Robert J. McSweeney

Senior Vice President

Exhibit A

ACCOUNT IDENTIFICATION CODES

Additions Underlined.

                                                                                        
  

Competing
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Program      Program                                  Market Maker

                                    

Trade        Trade      All     Competing            Short Exempt

                                    

Index      Non-Index   Other      Market    Short

                                   

Arbitrage   Arbitrage   Orders     Maker     Exempt

Member/member

Organization: Proprietary

(Submitted by the clearing             D           C         P          

0          E           L

member organization for the

proprietary account of the

clearing member organization

or an affiliated member or
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member organization

.—As agent for other member

.—Submitted by the clearing           M           N         W          

T          F           X

member organization for the

proprietary account of an

unaffiliated member or

member organization

(including other clearing firms)

Customer:

.—Individual investor                 J           K         I          .—        

H           .—

.—Other Agency: any other             U           Y         A          

R          B           Z

customer (including

institutions, non-member
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broker/dealers and managed

accounts)

DEFINITIONS

Member/Member Organization, Proprietary: a clearing member organization submitting audit trail data for its
own proprietary account or the account of an affiliated member/member organization.

Member/Member Organization, As Agent for Another Member/Member Organization's Proprietary Account: a
clearing member organization submitting audit trail data for the proprietary account of an unaffiliated member
or member organization.

Program Trade, Index Arbitrage: the purchase or sale of “baskets” or groups of stocks in conjunction with the
intended purchase or sale of one or more cash-settled options or futures contracts in an attempt to profit by
the price difference, as defined in Rule 80A.

Program Trade, non-Index Arbitrage: a trading strategy involving the related purchase or sale of a group of 15
or more stocks having a total market value of $1 million or more, as defined in Rule 80A.

Competing Market-Maker: any person acting as a market-maker, as defined in Section 3(a)(38) of the
Securities Exchange Act of 1934, in a New York Stock Exchange traded security. A person acting solely in
the capacity of a block positioner would not be considered to be a competing market-maker.

Proprietary Competing Market-Maker: a member or member organization trading for its own competing
market-maker account

As Agent for Other Member, Competing Market-Maker: a member or member organization trading as agent
for another member's competing market-maker account.

Other Agency, Competing Market-Maker: a member or member organization trading as agent for the account
of a non-member competing market-maker.

Individual (80A): an account for an individual as defined by Rule 80A.

Other Agency: any other non-member or non-member organization.

Short Exempt: short sale transactions that are exempt from the provisions of SEC . Rule 10a-1 or Exchange
Rule 440B pursuant to an applicable provision of Paragraph (e) of Rule 10a-1.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

1180

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D3%28a%29%2838%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D3%28a%29%2838%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE10a-1/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE440B/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE440B/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE10a-1/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 97-47

Click to open document in a browser

October 2, 1997

  

Market Surveillance

 TO: All Members and Member Organizations/Chief Operating Officers

SUBJECT: Amendment to Rule 104.10 (5)

Rule 104 governs specialists' dealings in their specialty stocks. In particular, Rule 104.10 (5)(i) describes
certain types of transactions to establish or increase a specialist's position which are not to be effected unless
they are reasonably necessary to render the specialist's position adequate to the immediate and anticipated
needs of the market. Currently, these restrictions apply equally to transactions that are against the market
trend (“stabilizing”) and those that are with the market trend (“destabilizing”). The Exchange has amended
Rule 104.10 (5) to apply these restrictions only to destabilizing transactions.

Specifically, the revision to Rule 104.10 (5)(i)(B) limits the prohibition on specialists from establishing or
increasing a long position by purchasing more than 50% of the stock offered for sale in the market, to
zero-plus tick purchases (i.e., at a price equal to the last sale and above the previous different price sale).
The restriction on purchasing stock on a zero-minus tick to establish or increase a position is eliminated.
Specialists are reminded that the restriction on direct plus tick purchases to establish or increase a dealer
position, unless effected under certain circumstances stated in the rule or with the approval of a Floor Official,
remains unchanged.

Paragraph (C) of Rule 104.10 (5)(i) has been deleted. Specialists may establish or increase a short position
by selling stock to the bid on a zero-plus tick. Prohibitions on short sales on zero-minus ticks are contained in
SEC Rule 10a -1 under the Securities Exchange Act of 1934 and in Exchange Rule 440B.

The deletion of these restrictions permit stabilizing transactions by the specialist who will, to a greater degree,
be able to counter the market trend in a stock. The use of dealer capital in this fashion adds liquidity in a
manner beneficial to the market.

Questions concerning these amendments may be directed to Brian McNamara (212) 656-7086 or Arnold
Kotler (212) 656-6543.

______________________________

Robert J. McSweeney

Senior Vice President

Attachment

EXHIBIT A

Additions Underlined.

Deletions [bracketed]

Rule 104. Dealings by Specialists

Supplementary Material

*****
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.10

(5)

(i) Transactions on the Exchange for his own account of a member acting as specialist are to be effected in a
reasonable and orderly manner in relation to the condition of the general market, the market in the particular
stock and the adequacy of the specialist's position to the immediate and reasonably anticipated needs of the
round-lot and the odd-lot market. The following types of transactions to establish or increase a position are
not to be effected except when they are reasonably necessary to render the specialist's position adequate to
such needs:

(A) a purchase at a price above the last sale in the same session;

(B) the purchase of [all or substantially all the stock offered on the book] more than 50% of the stock offered
in the market at a price equal to the last sale where such transaction would be on a “zero plus tick” ( i.e., the
last sale price was above the previous different regular way sale price): [when the stock so offered represents
all or substantially all the stock offered in the market; and when a substantial amount of a stock is offered at a
price equal to the last sale price the purchase of more than 50% of all the stock offered;]

[(C) the supplying of all or substantially all the stock bid for on the book at a price equal to the last sale when
the stock so bid for represents all or substantially all the stock bid for in the market; and when a substantial
amount of a stock is bid for at a price equal to the last sale price, the supplying of more than 50% of all the
stock bid for;] and

[(D)]

(C) failing to reoffer or rebid where necessary after effecting transactions described in (A) [,] and (B) [and (C)]
above.

Transactions of these types may, nevertheless, be effected with the approval of a Floor Official or in less
active markets where they are an essential part of a proper course of dealings and where the amount of stock
involved and the price change, if any, are normal in relation to the market.

*****

(iii) Notwithstanding the provisions of subparagraph (5)(i)(C) above, whenever] Whenever a specialist effects
a principal sale of a specialty stock, in another participating market center through ITS, at or below the price
at which he holds orders to buy that stock, such orders which remain unexecuted on the Floor must be filled
by the specialist by selling the stock for his own account, at the same price at which he effected his principal
transaction through ITS subject to the same conditions as set forth in (ii)(a) and (b) above and provided
further that effecting such a principal transaction on the Floor, at that price, would not be precluded by the
short selling rules, or would not result in a sale to a stabilizing bid.

*****

(7) The requirement to obtain Floor Official approval for transactions [on a direct plus tick or a direct minus
tick] for a specialist's own account contained in subparagraphs (5)(i)(A), (B) [and (C)] and (6)(i)(A) above
shall not apply to transactions effected for the purpose of bringing the price of an investment company unit
(the “unit”), as that term is defined in Section 703.16 of the Listed Company Manual, into parity with the
value of the index on which the unit is based, or with the net asset value of the securities comprising the unit.
Nevertheless, such transactions must be effected in a manner that is consistent with the maintenance of a fair
and orderly market and with the other requirements of this rule and the supplementary material herein.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Market Surveillance

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT : Special Stock Lists (Imbalance Publication) for September 30, 1997, Quarterly Expiration
Day

September 30, 1997 is an expiration trade date.

An expiration day is a trading day prior to the expiration of index-related derivative products (futures, options
or options on futures), whose settlement pricing is based upon opening or closing prices on the Exchange, as
identified by a qualified clearing corporation (e.g., the Options Clearing Corporation).

SPECIAL STOCK LISTS.—IMBALANCE PUBLICATION

The Exchange has identified certain stocks which will, on expiration days, follow mandatory procedures
related to the dissemination of market order imbalances before the opening and/or the dissemination of MOC
imbalances prior to the close, as soon as practicable after 3:40 p.m.

The high-capitalized stock list consists of the fifty most highly capitalized stocks in the S&P 500 Index, plus
any Major Market Index stocks not included among those fifty stocks. The mid-capitalized stock list consists
of the ten most highly capitalized stocks in the S&P MidCap 400 Index. The special stock list applicable to
September 30, 1997 which integrates both of these lists is attached for your reference.

MANDATORY QUARTERLY INDEX EXPIRATION DAY PROCEDURES

In summary, no special action is required on a quarterly expiration day in relation to the opening, however, in
relation to the close, stocks on both the high-capitalized stock list and the mid-capitalized stock list, referred
to jointly as the integrated stock list, must follow procedures related to the publication of MOC imbalances as
soon as practicable after the cutoff time of 3:40 p.m. Also, pursuant to Information Memo 95-21, any stock
being dropped from or added to an index must publish an MOC status as soon as practicable after 3:40 p.m.,
as may any stock with Floor Official approval.

PRINTING THE CLOSE

Specialists are reminded to print the closing transaction as outlined in Rule 116.40, which requires
that any MOC imbalance must be printed against the bid or offer as appropriate followed by a second
print of the MOC paired amount, if any, which should be marked as “stopped stock”. (This is the
case even if the MOC imbalance fills all “book” and Crowd interest, and regardless of whether or not
specialist participation is included.) If there is no imbalance, the paired amount should be printed at
the last sale price as “stopped stock.”

Complete discussion of auxiliary opening procedures and procedures for handling market-on-close (MOC)
orders on expiration days appears in Information Memo 96-34, which was published on November 8, 1996.
In addition, a complete discussion for handling limit-at-the-close (LOC) orders on expiration day appears in
Information Memo 97-25 which was published on May 13, 1997.
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If you have any questions, you may direct them to David Fisch (212) 656-6769 or Carol Krusik (212)
656-4597.

______________________________

Robert J. McSweeney

Senior Vice President

Attachments

       

Quarterly Index Expiration Integrated Stock List - September 30, 1997.

ABT          ABBOTT LABORATORIES

AES          AES CORPORATION (THE)

AFL          AFLAC INC.

AHP          AMERICAN HOME PRODUCTS CORPORATION

AIG          AMERICAN INTERNATIONAL GROUP INC.

AIT          AMERITECH CORP.

ALL          ALLSTATE CORP.

AN           AMOCO CORPORATION

AOL          AMERICA ONLINE INC.

AXP          AMERICAN EXPRESS COMPANY

BA           BOEING COMPANY
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BAC          BANKAMERICA CORPORATION

BEL          BELL ATLANTIC CORPORATION

BEN          FRANKLIN RESOURCES INC.

BLS          BELLSOUTH CORPORATION

BMY          BRISTOL MYERS SQUIBB COMPANY

CCE          COCA-COLA ENTERPRISES INC.

CCI          CITICORP

CHV          CHEVRON CORPORATION

CMB          CHASE MANHATTAN CORP.

*CPQ         COMPAQ COMPUTER CORP.

DD           DU PONT COMPANY

DIS          WALT DISNEY COMPANY

DOW          DOW CHEMICAL COMPANY

EK           EASTMAN KODAK COMPANY

F            FORD MOTOR COMPANY

FNM          FEDERAL NATIONAL MORTGAGE ASSOCIATION
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G            GILLETTE COMPANY

GE           GENERAL ELECTRIC COMPANY

GM           GENERAL MOTORS CORPORATION

GTE          GTE CORPORATION

HD           HOME DEPOT INC.

HWP          HEWLETT-PACKARD COMPANY

IBM          INTERNATIONAL BUSINESS MACHINES CORP.

IP           INTERNATIONAL PAPER COMPANY

JNJ          JOHNSON AND JOHNSON

KO           COCA-COLA COMPANY

*KSS         KOHLS CORP.

LLY          ELI LILLY AND COMPANY

LU           LUCENT TECHNOLOGIES INC.

MCD          MCDONALDS CORPORATION

MMM          MINNESOTA MINING AND MANUFACTURING

MO           PHILIP MORRIS COS. INC.
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MOB          MOBIL CORPORATION

MOT          MOTOROLA INC.

MRK          MERCK AND COMPANY INC.

*MTL         MERCANTILE BANCORPORATION INC.

NB           NATIONSBANK CORP.

*OMC         OMNICOM GROUP INC.

PEP          PEPSICO INC.

PFE          PFIZER INC.

PG           PROCTER AND GAMBLE COMPANY

RD           ROYAL DUTCH PETROLEUM COMPANY

S            SEARS ROEBUCK COMPANY

SBC          SOUTHWESTERN BELL CORPORATION

SGP          SCHERING PLOUGH CORP.

SLB          SCHLUMBERGER LTD.

*SUB         SUMMIT BANCORP INC.

T            AMERICAN TELEPHONE AND TELEGRAPH
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TRV          TRAVELERS GROUP INC.

UN           UNILEVER N.V.

UW           USA WASTE SERVICES INC.

*WLA         WARNER LAMBERT CO.

WMT          WAL-MART STORES INC.

XON          EXXON CORPORATION

This list integrates the high-capitalized stock list, the 50 most highly capitalized stocks, in the S&P 500 Index
plus any Major Market Index stocks not included among those 50 stocks and the mid-capitalized stock list
which consists of the 10 most highly capitalized stocks of the S&P Midcap 400 Index, based on market values
as of September 8, 1997. The indicated (*) stocks have been added to the list since the last QIX trade date.
KMB, PGR, SAI, STT and TOS have been deleted.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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September 12, 1997

  

Market Surveillance

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT : Special Stock Lists (Imbalance Publication) for September 19, 1997, Expiration Friday

September 19, 1997 is an expiration trade date.

An expiration day is a trading day prior to the expiration of index-related derivative products (futures, options
or options on futures), whose settlement pricing is based upon opening or closing prices on the Exchange, as
identified by a qualified clearing corporation (e.g., the Options Clearing Corporation).

Twelve of the expiration days are expiration Fridays, which fall on the third Friday in every month. If that
Friday is an Exchange holiday, there will be an expiration Thursday in such a month.

SPECIAL STOCK LISTS.—IMBALANCE PUBLICATION

The Exchange has identified certain stocks which will, on expiration days, follow mandatory procedures
related to the dissemination of market order imbalances before the opening and/or the dissemination of MOC
imbalances prior to the close, as soon as practicable after 3:40 p.m.

The high-capitalized stock list consists of the fifty most highly capitalized stocks in the S&P 500 Index, plus
any Major Market Index stocks not included among those fifty stocks. The mid-capitalized stock list consists
of the ten most highly capitalized stocks in the S&P MidCap 400 Index. The special stock lists applicable to
September 19, 1997 are attached for your reference.

MANDATORY EXPIRATION DAY PROCEDURES

In summary, in relation to the opening, stocks on the high-capitalized stock list and mid-capitalized stock list
must follow procedures related to the publication of market order imbalances at the appointed time, 9:00 a.m.
In relation to the close, only the stocks on the high-capitalized stock list must follow procedures related to the
publication of MOC imbalances as soon as practicable after the MOC cutoff time of 3:40 p.m. Also, pursuant
to Information Memo 95-21, any stock being dropped from or added to an index must publish an MOC status
as soon as practicable after 3:40 p.m., as may any stock with Floor Official approval.

PRINTING THE CLOSE

Specialists are reminded to print the closing transaction as outlined in Rule 116.40, which requires
that any MOC imbalance must be printed against the bid or offer as appropriate followed by a second
print of the MOC paired amount, if any, which should be marked as “stopped stock”. (This is the
case even if the MOC imbalance fills all “book” and Crowd interest, and regardless of whether or not
specialist participation is included.) If there is no imbalance, the paired amount should be printed at
the last sale price as “stopped stock.”

Complete discussion of auxiliary opening procedures and procedures for handling market-on-close (MOC)
orders on expiration days appears in Information Memo 96-34, which was published on November 8, 1996.
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In addition, a complete discussion for handling limit-at-the-close (LOC) orders on expiration days appears in
Information Memo 97-25 which was published on May 13, 1997.

If you have any questions, you may direct them to David Fisch (212) 656-6769 or Carol Krusik (212)
656-4597.

___________________________

Robert J. McSweeney

Senior Vice President

Attachments

High-Capitalized Stock List - September 19, 1997, Expiration Friday

ABT             ABBOTT LABORATORIES

AHP             AMERICAN HOME PRODUCTS CORPORATION

AIG             AMERICAN INTERNATIONAL GROUP INC.

AIT             AMERITECH CORP.

ALL             ALLSTATE CORP.

AN              AMOCO CORPORATION

AXP             AMERICAN EXPRESS COMPANY

BA              BOEING COMPANY

BAC             BANKAMERICA CORPORATION

*BEL            BELL ATLANTIC CORP.

BLS             BELLSOUTH CORPORATION

BMY             BRISTOL MYERS SQUIBB COMPANY
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CCI             CITICORP

CHV             CHEVRON CORPORATION

CMB             CHASE MANHATTAN CORP.

CPQ             COMPAQ COMPUTER CORP.

DD              DU PONT COMPANY

DIS             WALT DISNEY COMPANY

DOW             DOW CHEMICAL COMPANY

EK              EASTMAN KODAK COMPANY

F               FORD MOTOR COMPANY

FNM             FEDERAL NATIONAL MORTGAGE ASSOCIATION

G               GILLETTE COMPANY

GE              GENERAL ELECTRIC COMPANY

GM              GENERAL MOTORS CORPORATION

GTE             GTE CORPORATION

HD              HOME DEPOT INC.

HWP             HEWLETT-PACKARD COMPANY
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IBM             INTERNATIONAL BUSINESS MACHINES CORP.

IP              INTERNATIONAL PAPER COMPANY

JNJ             JOHNSON AND JOHNSON

KO              COCA-COLA COMPANY

LLY             ELI LILLY AND COMPANY

LU              LUCENT TECHNOLOGIES INC.

MCD             MCDONALDS CORPORATION

MMM             MINNESOTA MINING AND MANUFACTURING

MO              PHILIP MORRIS COS. INC.

MOB             MOBIL CORPORATION

MOT             MOTOROLA INC.

MRK             MERCK AND COMPANY INC.

NB              NATIONSBANK CORP.

PEP             PEPSICO INC.

PFE             PFIZER INC.

PG              PROCTER AND GAMBLE COMPANY
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RD              ROYAL DUTCH PETROLEUM COMPANY

S               SEARS ROEBUCK AND CO.

SBC             SOUTHWESTERN BELL CORPORATION

SGP             SCHERING PLOUGH CORP.

SLB             SCHLUMBERGER LTD

T               AMERICAN TELEPHONE AND TELEGRAPH

TRV             TRAVELERS GROUP INC.

UN              UNILEVER NV

WLA             WARNER LAMBERT CO.

WMT             WAL-MART STORES INC.

XON             EXXON CORPORATION

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of September 8,
1997 and the 20 Major Market Index stocks. The indicated (*) stock has been added to the list.

Mid-Capitalized Stock List -September 19, 1997 Expiration Friday

 AES             AES CORPORATION (THE)

 AFL             AFLAC INC.

 AOL             AMERICA ONLINE INC.
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 BEN             FRANKLIN RESOURCES INC.

 CCE             COCA-COLA ENTERPRISES INC.

 *KSS            KOHL'S CORPORATION

 MTL             MERCANTILE BANCORPORATION INC.

 *OMC            OMNICOM GROUP INC.

 SUB             SUMMIT BANCORP INC.

 UW              USA WASTE SERVICES INC.

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of September
8, 1997. The indicated (*) stocks have been added to the list. PGR and STT have been deleted.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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August 19, 1997

  

Market Surveillance

 TO: All Members and Member Organizations/Chief Operating Officers

SUBJECT : Amendment of Odd-Lot Pricing Procedures

NOTE: PLEASE ROUTE TO ORDER HANDLING DEPARTMENT

The Securities and Exchange Commission has approved an amendment to the pricing of odd-lot orders
when valid quotes are not available. The new pricing for the execution of odd-lot orders will be effective
August 20, 1997.

Odd-lot market orders are executed in the odd-lot system against the specialist in that stock at a price based
on the “best pricing quote”. This is either the NYSE quote or the best quote (with certain limited prerequisites)
from another ITS market center. (A buy odd-lot market order is executed at the offer price, and a sell odd-
lot market order is executed at the bid price.) If the quote for a stock is not a valid quote, either because it
is designated as a non-firm quote or it exceeds system validation guidelines, the current procedure prices
odd-lot executions using the last sale price in the round lot market. This may not, however, reflect the current
market for the stock, since the quote condition (i.e., either non-firm or gapped) suggests strongly that the
market is likely to move away from that last price.

Amendments to NYSE Rule 124(a) change the procedures for pricing odd-lot market orders when the quote
from a stock is not valid.

•When a quote is not available, or a quote is designated to be in a non-firm mode as defined in Exchange
Rule 60(c)(2), odd lot orders will be priced using the next sale price

•When the spread in a quote or the difference between the quote and the last round lot sale exceeds odd-lot
system validation guidelines, odd lot orders will be priced using the next round lot sale or next valid quote,
whichever occurs first.

These changes provide for the pricing of odd-lot orders which reflects actual round-lot market prices or quotes
at the time the odd-lot orders are eligible for execution.

Questions concerning any matters discussed in this Information Memo may be addressed to Arnold Kotler at
(212) 656-6543.

Robert J. McSweeney

Senior Vice President

Attachments

Exhibit A

Additions Underlined

Deletions [bracketed]

Rule 124 Odd-Lot Orders
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(A) any market order to purchase or sell a security in an amount less than the unit of trading (an odd-lot order)
which is transmitted for execution to a member organization engaged in the odd-lot business or its agent shall
be executed, unless otherwise provided herein, at the price of the adjusted ITS bid (in the case of an order to
sell) or adjusted ITS offer (in the case of an order to purchase) in the security at the time the order is received
by the Exchange system designated to process odd-lot orders (“the odd-lot system”). In instances in which
quotation information is not available, e.g., the quotation collection or dissemination facilities are inoperable,
or the market in a security has been determined to be in a “non-firm mode” (as defined in Rule 60(c)(2)),
standard, regular way odd-lot market orders will be executed by means of the “odd-lot system” at the price
of the [last] next Exchange round lot sale or will be executed by the member organization designated by
the Exchange to act as market maker for odd-lot orders in the subject security [odd-lot dealer] at a price
deemed appropriate under prevailing market conditions. In instances where the quote in a security does not
meet odd-lot system guidelines, standard, regular way odd-lot market orders will be executed by means of
the next Exchange round lot sale or the next Exchange quote that is within the odd-lot system guidelines,
whichever occurs first, or will be executed by the member organization designated by the Exchange to act as
market maker for odd-lot orders in the subject security at a price deemed appropriate under prevailing market
conditions. Guidelines for quotes to be utilized in the odd-lot system will be as from time to time determined
by the Exchange and announced to the membership. A market order to sell marked “short exempt” shall be
executed at the price of the adjusted ITS bid at the time the order is received by the “odd-lot system”. All
standard odd-lot market orders entered prior to the opening of trading will automatically receive the opening
price. No differential shall be charged on such transactions enumerated in this paragraph. These procedures
shall apply to orders to buy on the offer and orders to sell on the bid marked “long”.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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August 8, 1997

  

Market Surveillance

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT : Special Stock Lists (Imbalance Publication) for August 15, 1997, Expiration Friday

August 15, 1997 is an expiration trade date.

An expiration day is a trading day prior to the expiration of index-related derivative products (futures, options
or options on futures), whose settlement pricing is based upon opening or closing prices on the Exchange, as
identified by a qualified clearing corporation (e.g., the Options Clearing Corporation).

Twelve of the expiration days are expiration Fridays, which fall on the third Friday in every month. If that
Friday is an Exchange holiday, there will be an expiration Thursday in such a month.

SPECIAL STOCK LISTS.—IMBALANCE PUBLICATION

The Exchange has identified certain stocks which will, on expiration days, follow mandatory procedures
related to the dissemination of market order imbalances before the opening and/or the dissemination of MOC
imbalances prior to the close, as soon as practicable after 3:40 p.m.

The high-capitalized stock list consists of the fifty most highly capitalized stocks in the S&P 500 Index, plus
any Major Market Index stocks not included among those fifty stocks. The mid-capitalized stock list consists
of the ten most highly capitalized stocks in the S&P MidCap 400 Index. The special stock lists applicable to
August 15, 1997 are attached for your reference.

MANDATORY EXPIRATION DAY PROCEDURES

In summary, in relation to the opening, stocks on the high-capitalized stock list and mid-capitalized stock list
must follow procedures related to the publication of market order imbalances at the appointed time, 9:00 a.m.
In relation to the close, only the stocks on the high-capitalized stock list must follow procedures related to the
publication of MOC imbalances as soon as practicable after the MOC cutoff time of 3:40 p.m. Also, pursuant
to Information Memo 95-21, any stock being dropped from or added to an index must publish an MOC status
as soon as practicable after 3:40 p.m., as may any stock with Floor Official approval.

PRINTING THE CLOSE

Specialists are reminded to print the closing transaction as outlined in Rule 116.40, which requires
that any MOC imbalance must be printed against the bid or offer as appropriate followed by a second
print of the MOC paired amount, if any, which should be marked as “stopped stock”. (This is the
case even if the MOC imbalance fills all “book” and Crowd interest, and regardless of whether or not
specialist participation is included.) If there is no imbalance, the paired amount should be printed at
the last sale price as “stopped stock.”

Complete discussion of auxiliary opening procedures and procedures for handling market-on-close (MOC)
orders on expiration days appears in Information Memo 96-34, which was published on November 8, 1996.
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In addition, a complete discussion for handling limit-at-the-close (LOC) orders on expiration days appears in
Information Memo 97-25 which was published on May 13, 1997.

If you have any questions, you may direct them to David Fisch (212) 656-6769 or Patricia Felenczak (212)
656-2965.

____________________________

Robert J. McSweeney

Senior Vice President

Attachments

High-Capitalized Stock List - August 15, 1997, Expiration Friday

ABT             ABBOTT LABORATORIES

AHP             AMERICAN HOME PRODUCTS CORPORATION

AIG             AMERICAN INTERNATIONAL GROUP INC.

AIT             AMERITECH CORP.

ALL             ALLSTATE CORP.

AN              AMOCO CORPORATION

AXP             AMERICAN EXPRESS COMPANY

BA              BOEING COMPANY

BAC             BANKAMERICA CORPORATION

BLS             BELLSOUTH CORPORATION

BMY             BRISTOL MYERS SQUIBB COMPANY
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CCI             CITICORP

CHV             CHEVRON CORPORATION

CMB             CHASE MANHATTAN CORP.

*CPQ            COMPAQ COMPUTER CORP.

DD              DU PONT COMPANY

DIS             WALT DISNEY COMPANY

DOW             DOW CHEMICAL COMPANY

EK              EASTMAN KODAK COMPANY

F               FORD MOTOR COMPANY

FNM             FEDERAL NATIONAL MORTGAGE ASSOCIATION

G               GILLETTE COMPANY

GE              GENERAL ELECTRIC COMPANY

GM              GENERAL MOTORS CORPORATION

GTE             GTE CORPORATION

HD              HOME DEPOT INC.

HWP             HEWLETT-PACKARD COMPANY
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IBM             INTERNATIONAL BUSINESS MACHINES CORP.

IP              INTERNATIONAL PAPER COMPANY

JNJ             JOHNSON AND JOHNSON

KO              COCA-COLA COMPANY

LLY             ELI LILLY AND COMPANY

LU              LUCENT TECHNOLOGIES INC.

MCD             MCDONALDS CORPORATION

MMM             MINNESOTA MINING AND MANUFACTURING

MO              PHILIP MORRIS COS. INC.

MOB             MOBIL CORPORATION

MOT             MOTOROLA INC.

MRK             MERCK AND COMPANY INC.

NB              NATIONSBANK CORP.

PEP             PEPSICO INC.

PFE             PFIZER INC.

PG              PROCTER AND GAMBLE COMPANY
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RD              ROYAL DUTCH PETROLEUM COMPANY

S               SEARS ROEBUCK AND CO.

SBC             SOUTHWESTERN BELL CORPORATION

SGP             SCHERING PLOUGH CORP.

SLB             SCHLUMBERGER LTD

T               AMERICAN TELEPHONE AND TELEGRAPH

TRV             TRAVELERS GROUP INC.

UN              UNILEVER NV

WLA             WARNER LAMBERT CO.

WMT             WAL-MART STORES INC.

XON             EXXON CORPORATION

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of August 4, 1997
and the 20 Major Market Index stocks. The indicated (*) stock has been added to the list. BEL has been
deleted.

Mid-Capitalized Stock List - August 15, 1997 Expiration Friday

 AES             AES CORPORATION (THE)

 AFL             AFLAC INC.

 AOL             AMERICA ONLINE INC.
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 BEN             FRANKLIN RESOURCES INC.

 CCE             COCA-COLA ENTERPRISES INC.

 MTL             MERCANTILE BANCORPORATION INC.

 PGR             PROGRESSIVE CORP.

 STT             STATE STREET BOSTON CORP.

 *SUB            SUMMIT BANCORP INC.

 UW              USA WASTE SERVICES INC.

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of August 4,
1997. The indicated (*) stock has been added to the list. SAI has been deleted.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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July 30, 1997

  

Market Surveillance

 TO: All Members and Member Organizations/Chief Operating Officers

SUBJECT: ITS PRE-OPENING APPLICATION

Under NYSE Rule 15, any price range indication disseminated on the tape triggers the ITS Pre-Opening
Application. This is the case whether the indication is required or at the discretion of the specialist with a Floor
Official's approval. The Rule requires that the specialist send the tape indication information through ITS as
well in order to satisfy the Pre-Opening Application requirement.

Reopenings following a Rule 80B *   market-wide halt or any other halt are now included as a defined
trading halt condition for which only a tape indication, rather than the criteria of 1/8 and 1/4 price
change from the composite last sale, will activate the Pre-Opening Application requirement. In that
regard, all tape indication information must be sent through ITS. The mandatory criteria for tape indications
applicable to reopenings after a market-wide halt are:

Previous NYSE Closing Price   Price Change (equal or greater than)

Under $10                     1 point

$10-99 15/16                  the lesser of 10% or 3 points

$100 and over                 5 points

Questions concerning this Information Memo may be directed to Brian McNamara at (212) 656-7086 or
Arnold Kotler at (212) 656-6543.

Robert J. McSweeney

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

*  Rule 80B provides that if the Dow Jones Industrial Average SM ("DJIA") declines 350 or more points
below its closing value on the previous trading day, the Exchange shall halt trading in all stocks and may
not reopen for thirty minutes. If the DJIA subsequently falls 550 points below the previous day's close,
trading in all stocks on the Exchange will halt and may not reopen for one hour.
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July 30, 1997

  

Market Surveillance

 TO: All Members and Member Organizations/Chief Operating Officers

SUBJECT: Exchange Notification Requirements for Offerings and Distributions

NOTE: PLEASE ROUTE TO SYNDICATE DEPARTMENT

The Securities and Exchange Commission (the “SEC”) has recently approved Exchange Rules 392 and
460.30 which require members and member organizations to notify the Exchange of certain activities in
connection with offerings and distributions. These rules codify the notification requirements announced by
the Exchange in connection with SEC Regulation M (see Information Memo 97-12). The rules are effective
immediately.

Rule 392 - Notification Requirements for Offerings of Listed Securities

Rule 392 (attached as Exhibit A) requires notification to the Exchange whenever a member or member
organization acts as a lead underwriter of any offering of an Exchange-listed security, whether debt or
equity. The data required to be transmitted to the Exchange are listed in Exhibit B. Please note that all
spaces in blank must be appropriately filled in at the time of filing. Any change to the information provided will
necessitate an amended form.

Rule 392 also requires notification to the Exchange prior to the placing or transmitting of a stabilizing bid, any
initial syndicate covering transaction to reduce a short position created in connection with the offering, and the
imposition of any penalty bid by a managing underwriter against a syndicate member that has sold any of the
securities originally distributed which are subsequently purchased in a syndicate covering transaction.

The notification requirements of Rule 392 may be satisfied by providing the information on the form attached
as Exhibit B through CommScan using the Compliance Desk link or FAX (212) 509-0806. Exhibit B
supersedes prior forms. No other form is to be used for providing the required notification.

The notification required under Exchange Rule 393 for secondary distributions of securities subject to
NYSE Rule 390 remains the same, i.e., the lead underwriter for a secondary distribution must notify the
Exchange of its intentions in order to receive Exchange approval prior to engaging in such a distribution. The
revised notification form is attached as Exhibit C. Approval of a distribution pursuant to Rule 393 satisfies the
notification requirements of Rule 392.

Rule 460.30 - Notification with Respect to Approved Persons of Specialists

Regulation M continues the exemptive relief provided to specialists affiliated (“Affiliated Specialist”) with an
approved person that is participating in a distribution of a security in which the specialist is registered, where
the Affiliated Specialist and the approved person maintain a functional separation approved pursuant to
Exchange Rule 98.

Rule 460.30 (attached as Exhibit D) requires notification to the Exchange, the earlier of two business
days prior to pricing the offering or one business day prior to the commencement of the restricted period
for a distribution participant as defined in Rule 100 under Regulation M, whenever an approved person
associated with a specialist member organization that has a functional separation approved pursuant to Rule
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98 participates in the distribution of a security in which the Affiliated Specialist is registered. With respect to
tender or exchange offers, notification must be made to the Exchange prior to the commencement of the Rule
10b-13 covered period, i.e., from the time the offer is publicly announced until its expiration.

Notification required by Rule 460.30 should be made by telephone to the Member Trading Analysis
Department at (212) 656-5177 or (212) 656-2230, and immediately confirmed by FAX to (212) 656-5133.

Questions concerning Rules 392 and 393 may be addressed to Aldo Martinez at (212) 656-8532 or John
Kroog at (212) 656-6532. Questions concerning Rule 460.30 may be addressed to David Fisch at (212)
656-6769.

Robert J. McSweeney

Senior Vice President

Attachments

EXHIBIT A

Rule 392. Notification Requirements for Offerings of Listed Securities

(a) A member or member organization which acts as the lead underwriter of any offering in a listed security,
other than a secondary distribution pursuant to Rule 393, shall notify the Exchange of such offering in such
form and within such time frame as may be prescribed by the Exchange and shall provide the information
required below:

1. name of security

2. symbol

3. type of security

4. number of shares offered

5. offering price

6. date of pricing

7. time of pricing

8. pricing basis (e.g., NYSE or Consolidated close)

9. beginning and ending dates of restricted period under Regulation M (if applicable)

10. syndicate members

11. firm submitting notification

12. name of individual submitting notification

13. telephone number

14. such other information as the Exchange may from time to time require

(b) Any Exchange member or member organization effecting a syndicate covering transaction or imposing a
penalty bid or placing or transmitting a stabilizing bid in a listed security shall provide prior notice of such to
the Exchange in such format and within such time frame as the Exchange may from time to time require.

EXHIBIT B
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ATTENTION: NYSE MARKET SURVEILLANCE

                            

REGULATION M NOTIFICATION

Amended Notification:      ___ Yes   ___ No

RE:   SHARES OFFERED:       
 ___________________________________________________________________________________

      ISSUER NAME:          
 ___________________________________________________________________________________

      TYPE OF SECURITY:     
 ___________________________________________________________________________________

      SYMBOL:               
 ___________________________________________________________________________________

      OFFER PRICE:          
 ___________________________________________________________________________________

      PRICING BASIS:        
 ___________________________________________________________________________________

      PRICING DATE:         
 ___________________________________________________________________________________

      RESTRICTED PERIOD:      (___0,___1, ___5)

PURSUANT TO RULE 104 OF REGULATION M, YOU MUST ADVISE US OF THE INFORMATION BELOW
PRIOR TO THE COMMENCEMENT OF SUCH ACTIVITY. ANY CHANGE TO THE INFORMATION YOU
ARE NOW PROVIDING WILL REQUIRE AN AMENDED REGULATION M NOTIFICATION.

                            ACTIVITY                                  COMMENCEMENT DATE
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PLACING/TRANSMITTING STABILIZING BID:                       
 ___________________________________________________

SYNDICATE COVERING TRANSACTION:                             
 ___________________________________________________

IMPOSITION OF PENALTY BID:                                  
 ___________________________________________________

(If activity is not applicable, identify as “N/A”; if date of activity is to be determined, identify as “TBD”)

SYNDICATE MEMBERS

SUBMITTED BY:                               
 ___________________________________________________________________

TITLE:                                      
 ___________________________________________________________________

CONTACT (if different from above):          
 ___________________________________________________________________

TELEPHONE NUMBER:                           
 ___________________________________________________________________

MEMBER ORGANIZATION:                        
 ___________________________________________________________________

EXHIBIT C

                           SECONDARY DISTRIBUTION

                              APPLICATION FORM

1.   APPLICATION                2.        APPLICANT FIRM                          
 _____________________________

     DATE          __________             INDIVIDUAL REQUESTING APPROVAL          
 _____________________________

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

1208

http://researchhelp.cch.com/License_Agreement.htm


     TIME          __________             FAX#             __________ TEL#     
 ________________________________

3.   NAME OF SELLER/OWNER OF SECURITIES                      
 __________________________________________________

4.   NAME OF SECURITY AND SYMBOL                             
 __________________________________________________

5.   AMOUNT OF SHARES       ___ 6.   PRICING           _________ 7.   DEALER DISCOUNT    
  _____________________

 

Please hand deliver a copy of the prospectus to: Market Surveillance, NYSE, 11 Wall
 Street, NY, NY 10005

8.    INFORMATION REGARDING THE REGISTRATION OF SHARES:

     _________________ Effectiveness Pending with the SEC.

     _________________ Declared Effective by the SEC. (Date and Time)             
 _____________________________

     _________________ Shares Previously Registered with the SEC. (Date)          
 _____________________________

9.    (a)   APPLICANT WILL EXECUTE THE TRANSACTION ON AN AGENCY / A PRINCIPAL BASIS.

*IF PRINCIPAL, when and how was position acquired?              
 _______________________________________________

      (b)   APPLICANT ANTICIPATES EFFECTING THE TRANSACTION AT:

            ____________ The last sale price of the security.
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            ____________ A price within the last quotation.

            ____________ A premium / a discount to the last sale price.

10.   REASON WHY SALE/PURCHASE CANNOT BE EFFECTED IN REGULATION AUCTION MARKET:

(Including 

Rule 127 or Extended Hours Trading)

11.   AS A RESULT OF THIS TRANSACTION, THE FIRM WILL ACQUIRE:

____________ a long position of shares   ____________ a short position of shares  
 ___________ no shares

      11(a)   The Firm will   _________ will not   __________ engage in short covering.

      11(b)   The Firm will   _________ will not   __________ impose a penalty bid.

      11(c)   The Firm will   _________ will not   __________ engage in stabilizing
 transactions.

12.   Do any CONTROLLING SHAREHOLDERS or                                                 
      If Yes, give

      APPROVED PERSONS of APPLICANT FIRM have any                                        
      details:

      connection with the company whose securities are            YES            NO

      being offered?                                                    ______        
 ______
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13.   Does the APPLICANT or any parties involved in the transaction              YES     
     NO   If YES,

      have any knowledge of any current or imminent information                          
          give

      concerning stock splits, change in capitalization, mergers or                      
          details:

      acquisitions, or any unpublished information of a favorable or

      unfavorable nature with respect to the issue or issuer?           _______      
 _______

      Was there any contact between the APPLICANT and any OFFICER                YES     
     NO   If YES,

      or DIRECTOR or INSIDER of the company, where information of a                      
          give

      non-public nature, or where any information which could have a                     
          details:

      material effect on the market for the issue, was received?

                                                                                 _____   
  _____

14.   Send form to THE EXCHANGE: FAX (212) 656-7244           ATTENTION  
 _____________________ ANALYST

                                                      APPLICANT SIGNATURE
 ______________________________________

EXHIBIT D

Additions underlined.

Deletions [bracketed]
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Rule 460 Specialists Participating in Contests

****

Supplementary Material

****

.20 The restrictions in paragraphs (a) and .10 above shall not apply, except as provided herein, to an
approved person entitled to an exemption from this Rule pursuant to Rule 98. The restriction on acquisition of
10% or more of the outstanding shares of any equity security in which an associated specialist is registered,
as provided in Rule 460.10, shall apply to such approved person separate and distinct from the restriction as
applied to any or all other persons specified in Rule 460.10, and positions of the approved person shall not be
aggregated with the positions of any one or more other persons specified in Rule 460.10. The same principle
applies with respect to the reporting of positions specified in Rule 460.10. An approved person entitled to an
exemption from this Rule may engage in business transactions with a company in whose stock an associated
specialist is registered, may accept a finder's fee from such company, and may act as an underwriter in any
capacity for a distribution of securities issued by such company. [If the associated specialist and approved
person do not have an exemption from Rule 10b-6 or Rule 10b-13 under the Securities Exchange Act of 1934
for a transaction subject to those rules, the associated specialist unit must “give up the book” in the subject
security to another specialist member organization satisfactory to the Exchange, which shall serve as full-
time relief specialist until such book may, in accordance with Rule 10b-6 or Rule 10b-13, be reacquired by the
associated specialist.]

.30

(a) An approved person associated with a specialist member organization (“Affiliated Specialist”) that is
entitled to an exemption from certain Exchange rules pursuant to Exchange Rule 98 shall notify the Exchange
of its participation in any distribution or tender or exchange offer of any security covered by paragraph (b) of
this rule, in such form and within such time frame as may be prescribed by the Exchange and shall provide
the information required below:

1. name of security

2. symbol

3. type of security

4. symbol of reference security or securities (if different from security being distributed)

5. description of distribution or tender or exchange offer

6. distribution price or terms of tender or exchange offer

7. date of pricing

8. time of pricing

9. pricing basis (e.g., NYSE or Consolidated close)

10. beginning and ending dates of the restricted period under Regulation M (if applicable) or, for a tender or
exchange offer, the date the offer is publicly announced and its expiration date

11. firm submitting notification

12. name and title of individual submitting notification

13. telephone number

14. such other information as the Exchange may from time to time require

(b) The notification requirements of this rule are applicable to any security in which the Affiliated Specialist is
registered where such security is either:
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(i) the subject of a tender or exchange offer (or any other security which is immediately convertible into or
exchangeable for such security) for purposes of Rule 10b-13 under the Securities Exchange Act of 1934; or

(ii) a covered security as defined in Rule 100 of Regulation M.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

1213

http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE10b-13/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
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July 21, 1997

  

Market Surveillance

 TO: All Members and Member Organizations

SUBJECT: Allocation Policy and Procedures

The Securities and Exchange Commission has approved additional amendments to the Exchange's
Allocation Policy and Procedures, which are effective immediately. The amended policy is attached.

PRIOR CHANGES TO THE POLICY RELATING TO LISTING COMPANY INPUT AND BLANKET
APPLICATIONS WERE ANNOUNCED IN MARCH 1997. (INFORMATION MEMO NO. 97-13)

The intent of the Exchange's Allocation Policy and Procedures is to: (1) ensure that securities are allocated
in an equitable and fair manner and that all specialist units have a fair opportunity for allocations based on
established criteria and procedures; (2) provide an incentive for ongoing enhancement of performance by
specialist units; (3) provide the best possible match between specialist unit and security; and (4) contribute to
the strength of the specialist system.

The principal changes to the Allocation Policy and Procedures are:

Mergers of Listed and Unlisted Companies:

A company resulting from the merger of a listed company with an unlisted company remains with the
specialist in the listed company unless the unlisted company is determined to be the survivor-in-fact. In such
cases, the unlisted company may choose to remain registered with the specialist unit that had traded the
listed company or it may request that the matter be referred to the Allocation Committee. Applications will
then be invited from all specialist units, and the Allocation Committee will honor the company's request not
to be allocated to the specialist unit that had traded the listed company. Currently, companies resulting from
mergers of listed and unlisted companies are registered by the Exchange staff with the specialist in the listed
company, regardless of size or survivorship considerations.

“Target” Stock:

These securities (also known as “letter stock”) typically are “targeted” to a specific aspect of an issuer's
overall business. The Exchange has adopted a policy for situations in which a target security is “uncoupled”
and becomes a separate listing. The specialist unit registered in the “target” stock will be the registered
specialist in the separate listing unless the listing company requests that the new stock be referred to the
Allocation Committee. The Allocation Committee will honor the company's request not to be allocated to the
specialist unit that had traded the “target” stock.

Reporting of Disciplinary Actions:

The Allocation Committee is informed of significant pending enforcement matters. These matters will be
reported to the Allocation Committee when the commencement of an enforcement action is authorized. If
formal disciplinary action is ultimately taken, the item would remain in the allocation file for 12 months after
a Hearing Panel decision is final. Currently, enforcement matters are reported to the Allocation Committee
when a stipulation is signed or charges are issued and remain in the file for 6 months after a Hearing Panel
decision is final. In addition, current policy has been codified which requires that summary fines, and not just
cautionary letters, regarding market maintenance matters be included in the allocation file for 12 months.
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Allocation Applications:

The Allocation Policy identifies certain minimum factors which specialist units must address in their
applications as to why they believe they should be allocated the stock. The Exchange is now specifically
requiring a description of how the unit will allocate resources (staff and/or capital) to accommodate the
new issue being applied for, and what new resources, if any, will utilize to service the stock. Formerly, the
application only required a description of a unit's capital base.

Allocation “Sunset” Policy:

Securities of an initial public offering by a listing company that lists within three months after allocation would
be traded by the specialist unit that originally received the allocation. Thereafter, the matter would be referred
again to the Allocation Committee, with applications invited from all units. Formerly, a one year “sunset policy”
was in effect.

Allocation “Freeze” Policy:

The current policy, which provides that a specialist firm may not apply to be allocated a stock for six months
following reallocation of a stock as a result of an Exchange disciplinary proceeding or voluntarily withdrawing
its registration as a result of possible disciplinary proceedings, is incorporated into the Allocation Policy.

Questions concerning these amendments may be directed to Linda Korbin (212) 656-3008 or Ellen Duttweiler
(212) 656-2231.

Robert J. McSweeney

Senior Vice President

Exhibit A

Deletions [bracketed]

Additions underlined

NEW YORK STOCK EXCHANGE, INC.

Allocation Policy and Procedures

I. PURPOSE

The current allocation process was established in 1976. [In September 1987] T[t]he Quality of Markets
Committee of the NYSE Board of Directors has periodically appointed [a] special Allocation System
Review Committee s (ARC s) to conduct [a] comprehensive review s of the allocation process. [The ARC's
recommendations were implemented once approved by the SEC in May 1990. A second and third committee
were appointed to review the policy and to make revisions where appropriate.] The objective of each review
was to preserve the integrity of the original system and build upon its strengths, in order to ensure that the
allocation process:

(1) is based on fairness and consistency;

(2) maximizes the professionalism, expertise and objectivity of committee members;

(3) minimizes potential conflicts of interest;

(4) rewards performance and provides an incentive for performance improvement;

(5) spreads reward and risk throughout the specialist system, in order to contribute to its strength and
continued viability;

(6) provides the best possible match between specialist unit and stock, and provides an opportunity for input
from the listing company for that purpose;

(7) provides for education of all participants in the allocation process; and

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

1215

http://researchhelp.cch.com/License_Agreement.htm


(8) ensures the strength and autonomy of the Allocation Committee in applying policy.

[Both committees concluded that, since its inception in 1976, the allocation process has worked very well.]
Because specialists can expand their business only by increasing the number of their specialty stocks,
allocation criteria and procedures and the performance evaluations on which they rely focus critical attention
on customer service and ongoing improvement in the level of specialists' performance. The result is higher
quality markets, benefiting the investing public, listed companies and member organizations.

[The committee recognizes that one key to continued success is ongoing education to ensure understanding
of and commitment to the allocation process. The effectiveness of the allocation system, and the full
confidence of the broad range of Exchange constituents in that process, also depend on specialist
performance data and can be sustained only to the extent that the performance evaluation process provides
the highest quality data to the deliberative process. The Allocation System Review Committee reviewed
and developed recommendations regarding the SPEQ process in 1991. It is essential that the Exchange
continue to periodically review and seek to improve the specialist performance evaluation process as well as
the allocation system.]

This document presents the policy of the Exchange with respect to the allocation of equity securities: (1)
when a common stock is to be initially listed on the Exchange; (2) when a security is to be reallocated as a
result of disciplinary or other proceedings under Exchange Rules 103A, 475 and 476; or (3) when a specialist
unit voluntarily surrenders its registration in a security as a result of possible disciplinary or performance
improvement action. The purpose of the allocation system is: (1) to ensure that securities are allocated in
an equitable and fair manner and that all specialist units have a fair opportunity for allocations based on
established criteria and procedures; (2) to provide an incentive for ongoing enhancement of performance
by specialist units; (3) to provide the best possible match between specialist unit and security and (4) to
contribute to the strength of the specialist system.

II. ALLOCATION COMMITTEE

Responsibility

The Allocation Committee has sole responsibility for the allocation of securities to specialist units under this
policy pursuant to authority delegated by the Board of Directors, and is overseen by the Quality of Markets
Committee of the Board (“QOMC”). The Allocation Committee renders decisions based on the allocation
criteria specified in this policy (see Section IV). Allocation decisions are published for Exchange Floor
members and are communicated to listed companies by Exchange staff. The Allocation Committee gives
periodic reports to the QOMC.

Composition

The composition of the Allocation Committee is intended to maximize expertise and objectivity in the
allocation process.

To this end, the committee is comprised of 7 Floor brokers, including 3 broker Governors (1 of whom may
be an independent/two dollar broker), 4 other Floor brokers from the Allocation Panel (1 of whom must be an
independent/two dollar broker) and 2 allied members from the Market Performance Committee or the panel.
For options allocations, only 1 Governor shall sit on the committee. Commission brokers contribute their
experience in conducting business with specialists, as well as broad-based knowledge of units on the Floor.
Therefore, they have the largest representation on the committee. Allied members often provide a perspective
on the trading characteristics of new listings and experience as an off-Floor customer of the specialists.
Including Governors on the committee adds comprehensive knowledge of specialist performance as well as a
broad perspective and expertise relating to the Exchange.

The 9-member committee is chosen from an Allocation Panel (See Section III), which includes Floor
brokers, allied members, Governors, and Senior Floor Officials. Selection of committee members within the
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appropriate member categories is random as to individuals, but an effort is made to appoint individuals who
have not yet served on the committee before reappointing past committee members. The Exchange also
tries to provide a balanced Floor geographical mix - 3 Main Room, 2 Garage, 1 Blue Room, 1 Expanded Blue
Room. Efforts are also made to include no more than one broker or allied member whose firm is affiliated with
a specialist unit.

Term of service

Committee members serve 4-month terms, and every two months four or five members are rotated, thereby
fostering continuity and objectivity in the decision-making process.

A committee member whose term has expired is ineligible for consecutive reappointment, but after two
months is eligible for further service if again randomly selected.

Quorum requirement

A full Allocation Committee affords optimal participation, and every effort is made to have 9 members for each
allocation decision. Whenever standing committee members are unable to serve for a particular meeting or
must abstain from deliberations regarding particular stocks, randomly selected panel members may substitute
to complete a 9-member committee. A quorum requirement is established so that allocation decisions can
otherwise be made, provided there are 7 members including 6 Floor brokers, at least two of whom are
Governors, and 1 allied member. For options allocations, a quorum shall include one Governor. In the event
that any of the broker Governors on the standing committee are not able to attend an Allocation Committee
meeting, or are unable to participate in the allocation of a particular stock, the Exchange first seeks to
substitute for such Governor(s) with another broker Governor on the panel. If no such Governor is available, a
Senior Floor Official broker on the panel who is not currently a standing member of the Allocation Committee
may serve as a substitute for a Governor for the purpose of meeting the Governor quorum requirement.
If no Senior Floor Official broker on the panel is available, any Senior Floor Official broker on the standing
committee may substitute for the absent Governor(s) for the purpose of meeting the Governor quorum
requirement. The Exchange seeks as a substitute a Senior Floor Official who is not currently a standing
member of the Allocation Committee in order to maximize the level of seniority of the standing committee.
In the event no current Floor broker or allied panel member is available, a former Allocation Committee
chairman may substitute, but may not substitute for a Governor for the purpose of meeting the Governor
quorum requirement, unless such former Allocation Committee chairman is a Senior Floor Official on the
panel. A former chairman brings unique experience and expertise to the process.

Chairman

The Allocation Committee chairman is selected from among the Floor brokers on the standing committee
whose firms conduct business with the public, as well as Governors. (Governors and brokers whose firms
are affiliated with a specialist unit are ineligible to serve as chairman.) All candidates for chairman must have
experience on the Allocation Committee to qualify. The chairman is elected by current Allocation Committee
members, including outgoing members, and members of the committee who will be serving at the time of the
chairman's appointment.

While allocation decisions are made by the committee as a whole, the chairman's role calls for leadership in
conducting meetings in accordance with policy and procedure, emphasizing the importance of preserving the
integrity of the allocation process, the committee's responsibility to serve the best interests of the public and
the Exchange, and the need to suspend individual interest and avoid possible conflicts of interest.

In order to foster a complete understanding of and ensure consistency of the allocation process, each new
chairman is elected two months prior to the commencement of his or her term as chairman. The eligible
members will thus include the brokers with 4 to 6 months remaining in their committee terms, plus the brokers
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selected for rotation onto the committee two months hence. The chairman will serve until the end of his or her
committee term (i.e., two to six months).

If elected prior to the commencement of his or her committee term the chairman-elect will attend meetings
as an observer and discuss the allocations with the current chairman. If already serving on the committee,
the chairman-elect will likewise discuss the meetings with the current chairman. Orientation of each new
chairman will also be provided by former chairmen of the Allocation Committee and by the Quality of Markets
Committee. A standardized agenda for education of new chairmen will be made available.

Committee member abstentions

In making allocation decisions pursuant to this policy, it is the responsibility of each Allocation Committee
member to adhere strictly to the approved allocation criteria. A committee member who feels he or she
cannot abide by the criteria due to potential conflict of interest (e.g., allocation involving a relative, a financial
interest, relief specialists, etc.) should disqualify himself or herself from the deliberations.

If an Allocation Committee member has an investment banking relationship (defined as manager or co-
manager of an underwriting group) or is in an advisory fee relationship with an about-to-be listed company,
that committee member must abstain from allocation deliberations with respect to that particular stock. A
broker or allied member whose firm is affiliated with a specialist unit must abstain from deliberations regarding
allocation of a stock for which that unit has applied.

Committee disclosure

The names of the standing committee members will be kept confidential. Allocation Committee books will not
be delivered to committee members on the trading Floor. Committee members will pick up their books at the
Committee Support Services area.

Committee information

Allocation policy provides the application form and related written correspondence as the means by which
interested parties transmit to the Allocation Committee information pertinent to allocations. Exchange
members and investment bankers may not initiate contact with Allocation Committee members pertaining to
an upcoming allocation. Allocation Committee members will enforce this prohibition. Allocation decisions are
made by the committee as a whole, based on the published allocation criteria. Under all circumstances the
confidentiality of the Allocation Committee's deliberations is paramount.

Observation of Committee Meetings

All incoming committee members are expected to observe as many committee meetings as possible prior to
the commencement of their committee terms.

III. ALLOCATION PANEL

Composition

The composition of the Allocation Panel reflects the committee structure and includes 28 Floor brokers, [8]
12 allied members (including the 4 allied members serving on the Market Performance Committee), the 8
Floor broker Governors who are part of the panel by virtue of their appointment as Governors, [the 4 allied
members serving on the Market Performance Committee,] and a minimum of 5 Senior Floor Official brokers
that have been appointed to the panel.

Selection

Panel members are nominated by the membership. A selection committee, appointed by the Floor
Directors, reviews the nominations and recommends panel appointments to the Floor Directors, who finalize
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recommendations for presentation to the QOMC. The selection committee operates in accordance with such
guidelines as are established and made known to the membership from time to time. The selection committee
and, in turn, the Floor Directors seek to develop a representative panel that maximizes professional expertise
and broad exposure on the Floor by including members from various types of firms and from diverse locations
on the Floor. To the maximum extent possible, the Floor members on the panel are expected to be a core
group of experienced, senior professionals, such as former Allocation Committee chairmen, Senior Floor
Officials, and current and former Floor Governors.

In the case of allied members, the member organization is appointed to the panel. The individual
representative is then selected by the organization. A Floor Director gives guidance to the organization in
selecting an appropriate representative.

Eligibility

Professional expertise and experience are essential to the excellence of the allocation system. Therefore, a
Floor member must have a minimum of 5 years experience as a member on the Floor in order to be eligible
for appointment to the Allocation Panel. In the case of allied members, the member organization shall select
a representative with at least 5 years of trading experience in listed equities and a senior position on the
trading desk. Each allied member may designate one alternate who meets the Panel qualifications, subject to
approval by the Floor Directors.

Term of service

Panel members are appointed to serve a one-year term. They may serve a maximum of 6 consecutive one
year terms. Once a panel member has served a total of two 4-month committee terms, the member is rotated
off the panel at the next annual meeting of the Exchange. The panel members serve staggered terms so
that every 2 months 4 or 5 members rotate from the committee. Once rotated off, the member is ineligible
for appointment to the panel for one year. Governors are not subject to the two committee term restriction,
but remain on the panel for as long as they are Governors. Senior Floor Officials are subject to annual
reappointment, but are not subject to the two committee term restriction and are not limited to a maximum of
six consecutive one year terms.

IV. ALLOCATION CRITERIA

Allocation decisions under this policy are based on the professional judgment of the Allocation Committee in
applying specified criteria.

In order to ensure that a single criterion is not afforded too great a weight in any allocation decision, and in
order to ensure consistency in the allocation process, the Allocation Committee will base its decisions on the
following:

(i) results of the Specialist Performance Evaluation Questionnaire (“SPEQ”) (to be given [no more than] 25%
weight);

(ii) objective performance measures; and

(iii) the committee's expert professional judgment in considering the SPEQ, objective measures of
performance, and other criteria as enumerated below.

Set forth below are the criteria, followed by an explanation of each:

•.—SPEQ

•.—Objective performance measures

•.—Professional judgment

•.—Listing company input
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•.—Allocations received

•.—Capital deficiency, disciplinary actions, justifiable complaints

•.—Foreign listing considerations

Specialist Performance Evaluation Questionnaire

The SPEQ includes several facets. Professional judgment determines the relative weight of the various
aspects listed below:

(a) ratings in the current quarter, particularly relative to other applicants;

(b) improved ratings;

(c) ratings over time (e.g., 4 quarters), to consider possible aberrations in ratings;

(d) the strengths of the individual specialist designated by the unit to handle the stock, relative to the
strengths of the specialists designated by other applicants, as indicated by SPEQ comments that frequently
refer to performance of individuals;

(e) ratings and written comments on specific specialist functions in relation to particular characteristics of the
new listing; and

(f) written SPEQ comments as to the performance of the entire unit.

Objective measures of performance

The objective performance measures include TTV, stabilization , capital utilization, near neighbor analysis
and such other measures as may be adopted. Objective measures in Rule 103A include:

(a) timeliness of regular openings;

(b) promptness in seeking Floor official approval of a non-regulatory delayed opening;

(c) timeliness of DOT turnaround; and

(d) response to administrative messages.

The objective measures are reported to the Allocation Committee as a “pass” or “fail” as specified in Rule
103A.

Specialist dealer performance is measured in terms of participation (TTV) [and] stabilization ; capital
utilization, which is the degree to which the specialist unit uses its own capital in relation to the total dollar
value of trading in the unit's stocks; and near neighbor analysis, which is a measure of specialist performance
and market quality comparing performance in a stock to performance of stocks that have similar market
characteristics. The Allocation Committee receives the most recent data available and historical data with
respect to each applicant's performance in relation to other units evaluated during the same time period.

The Allocation Committee is informed if an applicant has been subject to a performance improvement action
in the most recent four quarters.

Although stocks are allocated to units, as noted above, the committee may give consideration to the person
who will serve as the specialist. Therefore, it is important that the application accurately represent the unit's
plans as to the individual who will handle the stock.

Professional judgment

The expert, professional judgment of the members of the Allocation Committee is crucial to the allocation
decision-making process. Decisions are based on professional judgment, rather than mathematical
calculation. Each committee member evaluates the data and determines how the specified criteria should
be applied in each allocation, based on his or her expertise and experience from the viewpoint of his or her
role in the Exchange community. In addition to the SPEQ and the objective performance measures described
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above, the committee also considers listing company input, allocation received, capital and disciplinary and
cautionary data, as detailed below.

Listing company input

Listing on the New York Stock Exchange is a significant development for a company, and the assignment of
a specialist through the allocation process is an important step. The Exchange's Allocation Policy is intended
to provide listing companies with a choice of alternatives as to how their specialist unit may be selected. The
listing company may choose to have its specialist unit selected by the Allocation Committee, in accordance
with the criteria specified in the Allocation Policy, and the exercise of the Committee's expert professional
judgment. Alternatively, the listing company may choose to become more directly involved in the selection
process. In that case, the company may request that the Allocation Committee select specialist units that
would be appropriate to trade the company's stock, with the company then making the final selection from
among the group of units as chosen by the Allocation Committee. Such a group shall consist of three, four
or five units, selected by the Committee as demonstrably deemed to be the most qualified to receive such
allocation from among the units that apply, based upon the criteria set forth in this policy. These procedures
shall apply to the allocation of a newly-listing company, as well as the reallocation of an already listed
company.

Specialist Unit Selected by Allocation Committee.

If the listing company so chooses, the Allocation Committee shall select the specialist unit to be allocated
the company's stock based on the Committee's expert assessment of the type of specialist unit that would
be most appropriate for the company, and the Committee's professional evaluation of performance data and
other relevant information as specified in the Allocation Policy. The listing company may submit a letter to
the Allocation Committee describing the characteristics (e.g., trading philosophy, policies on maintaining
communications with its listed companies, etc.) it believes would be appropriate for the unit that would be
selected to trade its stock. The listing company may not, however, identify any particular specialist unit in its
letter, or specify characteristics so unique as to be applicable only to a readily identifiable specialist unit.

Specialist Unit Selected by Listing Company.

If the listing company so chooses, it may request that the Allocation Committee select specialist units that
would be appropriate to trade the company's stock, with the company then making the final selection. If the
listing company chooses this alternative, the company may either make no communication to the Allocation
Committee, or it may submit a letter (as noted in the preceding paragraph) to the Committee describing the
characteristics the company believes would be appropriate for the units to be selected by the Committee. The
listing company may not, however identify any particular specialist unit in its letter, or specify characteristics
so unique as to be applicable only to a readily identifiable specialist unit.

Meetings Between Listing Company and Specialist Units.

Within two business days after the selection of a group of specialist units as described above (unless the
Exchange has determined to permit a longer time period in a particular case), the listing company shall meet,
either in person or by teleconference, with representatives of each of the specialist units. Meetings to be
held in person shall normally be held at the Exchange, unless the Exchange has agreed that they may be
held elsewhere. At least one representative of the listing company must be a senior official of the rank of
Corporate Secretary or above of that company. No more than three representatives of each specialist unit
may participate in the meeting, each of whom must be employees of the specialist unit, and one of whom
must be the individual who is proposed to trade the company's stock.

Listing Company's Selection of Specialist Unit.
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Within one business day following its meeting with representatives of the specialist units (or such longer time
period as the Exchange may permit in a particular case), the listing company shall select its specialist unit in
writing, signed by a senior official of the rank of Corporate Secretary or higher duly authorized to so act on
behalf of the company. The Allocation Committee shall then confirm the allocation of the stock to that unit, at
which time the stock shall be deemed to have been so allocated.

Allocation Applications.

In their applications for the allocation of a listing company's stock, specialist units must describe all pertinent
factors as to why they believe they should be allocated the stock. At a minimum, such factors should include
how the unit will allocate resources (staff and/or capital) to accommodate this new issue and what new
resources, if any, will the unit need to acquire to service this stock [a description of the unit's capital base];
identity and experience of the individual proposed to trade the stock, with a description of other securities
traded by that individual; and a discussion of why that individual is appropriate to trade the listing company's
stock. If the listing company has submitted a letter to the Allocation Committee as permitted herein, a copy
of such letter shall be made available to all specialist units. In their applications to be allocated the stock of
such company, specialist units shall be expected to indicate how they meet the characteristics described in
the company's letter. If, within six months of the date a newly-listed company begins trading on the Exchange
(or a company which has been reallocated begins trading with its new unit), the specialist unit determines that
the individual specialist who trades the company's stock should be an individual other than the one named in
the allocation application, the specialist unit shall so inform the Allocation Committee, in writing, and disclose
its reasons therefor. These letters shall be maintained in the permanent records of the Committee.

In addition, specialist units must describe in their applications to be allocated the stock of a listing company
any contacts they, or any individual acting on their behalf, have had with any employee of that company, or
any individual acting on behalf of that company with regard to its prospective listing on the Exchange, within
six months prior to the date that allocation applications are solicited with respect to that company.

Allocations received

The committee is provided information on allocations received by each unit in the preceding year and the
current year, the number of applicants for those stocks allocated in the past and the number of stocks lost
through corporate mergers, delistings or other such events over which the specialist has no control. While
a recent allocation does not preclude a unit from being awarded a subsequent new listing, the committee
considers such factors in comparing similarly qualified applicants.

Capital deficiency information

The committee is informed of any applicant that is in capital violation, or is potentially in violation, based
on a current check of estimated capital data (conducted between the application deadline and the date of
the allocation meeting). A unit with a capital deficiency will be informed in advance of the meeting and may
provide information for the committee explaining the circumstances of the unit's capital situation. The unit's
capital history will also be provided (frequency of past violations and borderline situations).

Disciplinary and cautionary data

The committee is informed of disciplinary and cautionary actions, as described below.

Cautionary letters and summary fines regarding market maintenance are reported for 12 months beginning at
the time of issuance.

All other cautionary letters and summary fines are reported for 6 months beginning at the time of issuance.

The preceding parameters apply equally to disciplinary or cautionary actions that result from a justifiable
complaint (public or institutional complaint received via correspondence).
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The committee is informed of significant pending enforcement matters. The investigations are included in
an allocation file when [(a) a stipulation is signed or (b) when charges are issued] the commencement of an
enforcement action is authorized. If formal disciplinary action is ultimately taken, the item would remain in the
file for [6] 12 months after a Hearing Panel decision is final.

Foreign listing considerations

The special characteristics of foreign issues often require the specialist to commit extra resources in order to
be a presence in the foreign market. Therefore, in allocating a foreign issue, the committee also considers a
specialist applicant's commitment to establish and maintain relationships with arbitrage houses and foreign
brokerage firms, and to gain familiarity with various aspects of trading securities of foreign issuers.

V. POLICY NOTES

Spin-offs, listing of related companies and relistings

Spin-offs and related companies of listed companies and relistings are treated as new listings, with allocation
open to all units. Information about the relationship to a listed company or prior listing and the name of the
specialist involved, is included on the stock data sheet inviting specialist applications. The same information
is provided to the committee for consideration in their deliberations regarding the allocation of the new listing.
While committee members use their own judgment to determine what consideration, if any, should be given to
that information, a listing company's request not to be allocated to its former specialist unit (or the specialist in
the parent or related company) will be honored.

Listed Company Mergers

When two NYSE listed companies merge, the merged entity is assigned to the specialist in the company
that is determined to be the survivor-in-fact (dominant company). Where no surviving/dominant entity can be
identified, the matter is referred to the Allocation Committee and all specialist units are invited to apply.

In situations involving the merger of a listed company and an unlisted company, where the unlisted company
is determined to be the survivor-in-fact, such company may choose to remain registered with the specialist
unit that had traded the listed company entity in the merger, or it may request that the matter be referred
to the Allocation Committee. In such a case, applications will be invited from all specialist units, and the
Allocation Committee shall honor the Company's request not to be allocated to the specialist unit that had
traded the listed company.

“Target” Stock. The specialist unit registered in such stock prior to a separate listing shall remain registered
in such stock after its separate listing, unless the listing company requests that the matter be referred to the
Allocation Committee. In such a case, applications will be invited from all specialist units, and the Allocation
Committee shall honor the company's request not to be allocated to the specialist unit that had traded the
“target” stock.

Allocation Freeze Policy

In the event that a specialist unit: (i) loses its registration in a specialty stock as a result of proceedings under
Exchange Rules 103A, 475 or 476; or (ii) voluntarily withdraws its registration in a specialty stock as a result
of possible proceedings under those rules, the unit will be ineligible to apply for future allocations for the six
month period immediately following the reassignment of the security (“Allocation Prohibition”).

Following the Allocation Prohibition, a second six month period will begin during which a specialist unit may
apply for new listings, provided that the unit demonstrates to the Exchange relevant efforts taken to resolve
the circumstances that triggered the Allocation Prohibition. The determination as to whether a unit may apply
for new listings will be made by Exchange staff, in consultation with the Floor Directors. The factors the
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Exchange will consider will vary depending on the unit's particular situation, but may include one or more
steps such as:

.—supplying additional manpower/experience;

.—changes in professional staff;

.—attaining appropriate dealer participation;

.—enhancing back-office staff; and

.—implementing more stringent supervision/new procedures.

Allocation Sunset Policy

Allocation decisions shall remain effective with respect to any initial public offering listing company which lists
on the Exchange within three months of such decision. If a listing company does not list within three months,
the matter shall be referred again to the Allocation Committee, with applications invited from all units.

Support of the allocation system

The Allocation Committee views positively a specialist unit's applying for a broad range of issues.

Criteria for applicants that are not currently specialists

Since an entity seeking to enter the specialist business does not have a history directly comparable to that of
existing units, the Allocation Committee considers the following criteria with respect to applicants that are not
currently specialists.

1. Individuals proposed as specialists must have successfully completed the Exchange's specialist
examination.

2. The proposed unit must demonstrate that it understands the specialist business, including the needs of
brokers, their organizations, and their customers.

3. The proposed unit must demonstrate an ability and willingness to trade as necessary to maintain fair and
orderly markets with depth and liquidity, and facilitate the execution of orders.

a) The proposed unit should indicate the extent of its capital commitment to specializing over and above the
minimum capital requirements.

b) The proposed unit must have sufficient specialist and clerical support dedicated to maintaining and
servicing the market in a specialty stock.

c) If the proposed specialist unit or any of its participants is presently a specialist or market maker on any
exchange, performance during the prior 12 months, as evidenced by available data maintained by such
exchange which evaluates the quality of performance of the unit or its participants as a specialist or market
maker on such exchange, will be considered by the Allocation Committee.

4. Other factors that will be considered by the Allocation Committee include any action taken or warning
issued within the past 12 months by any regulatory or self-regulatory organization against the unit or any of
its participants [relating to:] with respect to any capital or operational problem, or any regulatory or disciplinary
matter.

[a) any capital or operational problem; or

b) any Floor-related activity.]

VI. PROCEDURES

Applications
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Whenever a security is to be allocated to a specialist unit, all specialist units are invited to submit applications
to the Exchange prior to the published deadline for the allocation of such security. The application of any
specialist unit shall be in such form as shall be approved from time to time by the Exchange, but each
applicant shall be free to submit in writing such additional information in support of its application as it may
wish to bring to the attention of the Allocation Committee.

Blanket applications

All specialist units shall be deemed to have filed with the Exchange a blanket application pursuant to which
the applicant agrees to accept the allocation of any security. Any security allocated to a specialist unit on the
basis of its blanket application shall not be reflected in the records of the Exchange as a “security gained” nor
shall it prejudice that unit's eligibility for future allocations.

Decision making

An allocation decision pursuant to this policy is made on the basis of the specified criteria, by a majority vote
of the committee members present at the meeting and eligible to vote on such matter.

Announcement

Written notice of the name and post location of the successful applicant are made known to the members of
the Exchange and to the issuer of the security allocated.

Registration of Specialists

Each member associated with the specialist unit to which any security is allocated who acts as a regular
specialist in such security shall be registered as a specialist in such security pursuant to Rule 103.

VII. EDUCATION

Education of all participants is a key to ensuring continued quality and consistency in the allocation process.
A summary of the education process follows:

New panel members receive an orientation conducted by former Allocation Committee chairmen and staff,
and serve as observers at meetings before their terms begin. A standardized agenda for educating Allocation
Committee members will be made available.

The new Allocation Committee chairman is elected two months in advance of his or her appointment to
provide time to observe and learn from the existing chairman. The newly elected chairman also receives an
orientation by former committee chairmen and the Quality of Markets Committee. A standardized agenda for
educating new chairmen will be made available.

Educational efforts regarding the allocation process are offered periodically for specialists as well as the
general membership.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Member Firm Regulation

 TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: MANAGING PARTNER/CHIEF EXECUTIVE OFFICER, CHIEF FINANCIAL OFFICER AND
REGULATORY REPORTING DEPARTMENT

SUBJECT : AMENDMENTS TO SEA RULE 15c3-1 NET CAPITAL “OPTIONS HAIRCUTS” EFFECTIVE
SEPTEMBER 1, 1997

The Securities and Exchange Commission has approved amendments to SEA Rule 15c3-1 (Release No.
34-38248, dated February 6, 1997), that change the methods broker-dealers may use to compute charges
(“haircuts”) on options and options-related inventory positions. The amended rule permits broker-dealers
to employ approved theoretical options pricing models in determining haircuts on listed options and related
positions including futures, options on futures, foreign currency and forward contracts. The Commission has
stated that computing haircuts using the theoretical options pricing approach more accurately reflects the
risks associated with option and option related positions and simplifies the net capital rule's treatment of
options.

Broker-dealers who elect not to use theoretical options pricing models may use the “Alternative Strategy
Based Methodology” that has been added to the rule. This alternative methodology is designed for broker-
dealers doing a limited options business.

The amendments will eliminate the strategy-based haircuts included in section (c)(2)(x) of the rule, haircuts
pursuant to an SEC “No-Action” letter to the SIA dated October 23, 1985, and significantly modify current
Appendix A haircuts. Subparagraph (a)(7) of the rule regarding requirements for Self Clearing Options
Specialists is no longer applicable because of the removal of haircuts under section (c)(2)(x) and, therefore,
has also been eliminated.

In addition, a change was made to the time frame that broker-dealers are required to take net capital charges
on the options specialist's trading positions that they carry. The time frame has been changed from the end of
the business day to noon of the next day.

THE EFFECTIVE DATE OF THE AMENDMENTS IS SEPTEMBER 1, 1997. However, broker-dealers are
permitted to use theoretical option pricing models in determining their haircuts prior to this effective date.

Member organizations should carefully consider which method to use in computing their options charges. The
Exchange expects member organizations that plan to use an approved theoretical options pricing model for
the calculation of haircuts, to thoroughly test the software prior to using the results of the calculations in their
net capital computations. Currently, the TIMS system operated by The Options Clearing Corporation is the
only approved model.

A review of option haircuts will be included in our routine examination program.

Questions concerning this Information Memo may be directed to your finance coordinator.

Raymond J. Hennessy

Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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July 11, 1997

  

Market Surveillance

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT : Special Stock Lists (Imbalance Publication) for July 18, 1997, Expiration Friday

July 18, 1997 is an expiration trade date.

An expiration day is a trading day prior to the expiration of index-related derivative products (futures, options
or options on futures), whose settlement pricing is based upon opening or closing prices on the Exchange, as
identified by a qualified clearing corporation (e.g., the Options Clearing Corporation).

Twelve of the expiration days are expiration Fridays, which fall on the third Friday in every month. If that
Friday is an Exchange holiday, there will be an expiration Thursday in such a month.

SPECIAL STOCK LISTS.—IMBALANCE PUBLICATION

The Exchange has identified certain stocks which will, on expiration days, follow mandatory procedures
related to the dissemination of market order imbalances before the opening and/or the dissemination of MOC
imbalances prior to the close, as soon as practicable after 3:40 p.m.

The high-capitalized stock list consists of the fifty most highly capitalized stocks in the S&P 500 Index, plus
any Major Market Index stocks not included among those fifty stocks. The mid-capitalized stock list consists
of the ten most highly capitalized stocks in the S&P MidCap 400 Index. The special stock lists applicable to
July 18, 1997 are attached for your reference.

MANDATORY EXPIRATION DAY PROCEDURES

In summary, in relation to the opening, stocks on the high-capitalized stock list and mid-capitalized stock list
must follow procedures related to the publication of market order imbalances at the appointed time, 9:00 a.m.
In relation to the close, only the stocks on the high-capitalized stock list must follow procedures related to the
publication of MOC imbalances as soon as practicable after the MOC cutoff time of 3:40 p.m. Also, pursuant
to Information Memo 95-21, any stock being dropped from or added to an index must publish an MOC status
as soon as practicable after 3:40 p.m., as may any stock with Floor Official approval.

PRINTING THE CLOSE

Specialists are reminded to print the closing transaction as outlined in Rule 116.40, which requires
that any MOC imbalance must be printed against the bid or offer as appropriate followed by a second
print of the MOC paired amount, if any, which should be marked as “stopped stock”. (This is the
case even if the MOC imbalance fills all “book” and Crowd interest, and regardless of whether or not
specialist participation is included.) If there is no imbalance, the paired amount should be printed at
the last sale price as “stopped stock.”

Complete discussion of auxiliary opening procedures and procedures for handling market-on-close (MOC)
orders on expiration days appears in Information Memo 96-34, which was published on November 8, 1996.
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In addition, a complete discussion for handling limit-at-the-close (LOC) orders on expiration days appears in
Information Memo 97-25 which was published on May 13, 1997.

If you have any questions, you may direct them to David Fisch (212) 656-6769 or Carol Krusik (212)
656-4597.

_______________________

Robert J. McSweeney

Senior Vice President

Attachments

High-Capitalized Stock List - July 18, 1997, Expiration Friday

ABT            ABBOTT LABORATORIES

AHP            AMERICAN HOME PRODUCTS CORPORATION

AIG            AMERICAN INTERNATIONAL GROUP INC.

AIT            AMERITECH CORP.

ALL            ALLSTATE CORP.

AN             AMOCO CORPORATION

AXP            AMERICAN EXPRESS COMPANY

BA             BOEING COMPANY

BAC            BANKAMERICA CORPORATION

BEL            BELL ATLANTIC CORPORATION

BLS            BELLSOUTH CORPORATION
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BMY            BRISTOL MYERS SQUIBB COMPANY

CCI            CITICORP

CHV            CHEVRON CORPORATION

CMB            CHASE MANHATTAN CORP.

DD             DU PONT COMPANY

DIS            WALT DISNEY COMPANY

DOW            DOW CHEMICAL COMPANY

EK             EASTMAN KODAK COMPANY

F              FORD MOTOR COMPANY

FNM            FEDERAL NATIONAL MORTGAGE ASSOCIATION

G              GILLETTE COMPANY

GE             GENERAL ELECTRIC COMPANY

GM             GENERAL MOTORS CORPORATION

GTE            GTE CORPORATION

HD             HOME DEPOT INC.

HWP            HEWLETT-PACKARD COMPANY
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IBM            INTERNATIONAL BUSINESS MACHINES CORP.

IP             INTERNATIONAL PAPER COMPANY

JNJ            JOHNSON AND JOHNSON

KO             COCA-COLA COMPANY

LLY            ELI LILLY AND COMPANY

LU             LUCENT TECHNOLOGIES INC.

MCD            MCDONALDS CORPORATION

MMM            MINNESOTA MINING AND MANUFACTURING

MO             PHILIP MORRIS COS. INC.

MOB            MOBIL CORPORATION

MOT            MOTOROLA INC.

MRK            MERCK AND COMPANY INC.

NB             NATIONSBANK CORP.

PEP            PEPSICO INC.

PFE            PFIZER INC.

PG             PROCTER AND GAMBLE COMPANY
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RD             ROYAL DUTCH PETROLEUM COMPANY

S              SEARS ROEBUCK AND CO.

SBC            SOUTHWESTERN BELL CORPORATION

SGP            SCHERING PLOUGH CORP.

SLB            SCHLUMBERGER LTD

T              AMERICAN TELEPHONE AND TELEGRAPH

TRV            TRAVELERS GROUP INC.

UN             UNILEVER NV

*WLA           WARNER LAMBERT CO.

WMT            WAL-MART STORES INC.

XON            EXXON CORPORATION

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of July 7, 1997 and
the 20 Major Market Index stocks. The indicated (*) stock has been added to the list. KMB has been deleted.

Mid-Capitalized Stock List - July 18, 1997 Expiration Friday

AES            AES CORPORATION (THE)

AFL            AFLAC INC.

AOL            AMERICA ONLINE INC.

BEN            FRANKLIN RESOURCES INC.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

1232

http://researchhelp.cch.com/License_Agreement.htm


CCE            COCA-COLA ENTERPRISES INC.

*MTL           MERCANTILE BANCORPORATION INC.

PGR            PROGRESSIVE CORP.

SAI            SUNAMERICA INC.

STT            STATE STREET BOSTON CORP.

UW             USA WASTE SERVICES INC.

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of July 7,
1997. The indicated (*) stock has been added to the list. TOS has been deleted.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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July 11, 1997

  

Market Surveillance

 TO: All Members and Member Organizations/Chief Operating Officers

SUBJECT : Effective Date for Uniform Denominator of One-Sixteenth Variations

On June 24, 1997, the minimum trading variations for stocks trading at or above 50 cents per share became
1/16 of a dollar. Effective July 21, 1997, all verbal and written orders must be represented on the Floor of the
Exchange in sixteenths; no mixed fractions will be expressed. While bids and offers may be expressed in the
Crowd solely by the numerator with the denominator assumed as sixteenth; care should be taken to represent
both the numerator and denominator when confusion with the full figure could result.

By July 21, 1997, all displays on the trading Floor will be modified to conform to these protocols. Orders
entered into SuperDOT in mixed fractions will be converted by the system into sixteenths.

Stocks which trade in minimum variations of less than 1/16 of a dollar will continue to trade in their current
variations and be represented on the Floor in the lesser variations.

Questions may be addressed to Brian McNamara (212) 656-7086 or Donald Siemer (212) 656-6940.

Robert J. McSweeney

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

1234

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P97-37%2909013e2c855b3298?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 97-35

Click to open document in a browser

June 23, 1997

  

Market Surveillance

 TO: All Members And Member Organizations/Chief Operating Officers

SUBJECT: June 24, 1997 Effective Date for Change to Minimum Trading Variation

On June 24, 1997, the minimum trading variation for stocks at or above 50 cents per share will be 1/16 of
a dollar. The minimum variation for stocks trading below 50 cents will be 1/32 of a dollar, unless a Floor
Governor (or two Floor Officials in the absence of a Governor) sets a lesser variation for a particular security.
There will be no change at this time to the minimum variation for bonds traded on the Exchange.

Please refer to Information Memo 97-33 (June 19, 1997) for a discussion of the impact of the change in the
minimum variation on NYSE trading rules and policies.

Questions may be addressed to Brian McNamara (212) 656-7086 or Donald Siemer (212) 656-6940.

Robert J. McSweeney

Senior Vice President
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Market Surveillance

 TO: All Members And Member Organizations

FROM: Market Surveillance

SUBJECT: Special Stock List (Imbalance Publication) for June 30, 1997, Quarterly Expiration Day

June 30, 1997 is an expiration trade date.

An expiration day is a trading day prior to the expiration of index-related derivative products (futures, options
or options on futures), whose settlement pricing is based upon opening or closing prices on the Exchange, as
identified by a qualified clearing corporation (e.g., the Options Clearing Corporation).

SPECIAL STOCK LISTS.—IMBALANCE PUBLICATION

The Exchange has identified certain stocks which will, on expiration days, follow mandatory procedures
related to the dissemination of market order imbalances before the opening and/or the dissemination of MOC
imbalances prior to the close, as soon as practicable after 3:40 p.m.

The high-capitalized stock list consists of the fifty most highly capitalized stocks in the S&P 500 Index, plus
any Major Market Index stocks not included among those fifty stocks. The mid-capitalized stock list consists
of the ten most highly capitalized stocks in the S&P MidCap 400 Index. The special stock list applicable to
June 30, 1997 which integrates both of these lists is attached for your reference.

MANDATORY QUARTERLY INDEX EXPIRATION DAY PROCEDURES

In summary, no special action is required on a quarterly expiration day in relation to the opening, however, in
relation to the close, stocks on both the high-capitalized stock list and the mid-capitalized stock list, referred
to jointly as the integrated stock list, must follow procedures related to the publication of MOC imbalances as
soon as practicable after the cutoff time of 3:40 p.m. Also, pursuant to Information Memo 95-21, any stock
being dropped from or added to an index must publish an MOC status as soon as practicable after 3:40 p.m.,
as may any stock with Floor Official approval.

Complete discussion of auxiliary opening procedures and procedures for handling market-on-close (MOC)
orders on expiration days appears in Information Memo 96-34, which was published on November 8, 1996.

If you have any questions, you may direct them to David Fisch (212) 656-6769 or Carol Krusik (212)
656-4597.

Robert J. McSweeney

Senior Vice President

Attachments

               

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

1236

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P97-34%2909013e2c855b3292?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/95-21/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/96-34/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


Quarterly Index Expiration Integrated Stock List - June 30, 1997.

ABT            ABBOTT LABORATORIES

AES            AES CORPORATION (THE)

AFL            AFLAC INC.

AHP            AMERICAN HOME PRODUCTS CORPORATION

AIG            AMERICAN INTERNATIONAL GROUP INC.

AIT            AMERITECH CORP.

ALL            ALLSTATE CORP.

AN             AMOCO CORPORATION

*AOL           AMERICA ONLINE INC.

AXP            AMERICAN EXPRESS COMPANY

BA             BOEING COMPANY

BAC            BANKAMERICA CORPORATION

BEL            BELL ATLANTIC CORPORATION

BEN            FRANKLIN RESOURCES INC.

BLS            BELLSOUTH CORPORATION
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BMY            BRISTOL MYERS SQUIBB COMPANY

CCE            COCA-COLA ENTERPRISES INC.

CCI            CITICORP

CHV            CHEVRON CORPORATION

CMB            CHASE MANHATTAN CORP.

DD             DU PONT COMPANY

DIS            WALT DISNEY COMPANY

DOW            DOW CHEMICAL COMPANY

EK             EASTMAN KODAK COMPANY

F              FORD MOTOR COMPANY

FNM            FEDERAL NATIONAL MORTGAGE ASSOCIATION

G              GILLETTE COMPANY

GE             GENERAL ELECTRIC COMPANY

GM             GENERAL MOTORS CORPORATION

GTE            GTE CORPORATION

*HD            HOME DEPOT INC.
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HWP            HEWLETT-PACKARD COMPANY

IBM            INTERNATIONAL BUSINESS MACHINES CORP.

IP             INTERNATIONAL PAPER COMPANY

JNJ            JOHNSON AND JOHNSON

KMB            KIMBERLY CLARK CORP.

KO             COCA-COLA COMPANY

LLY            ELI LILLY AND COMPANY

LU             LUCENT TECHNOLOGIES INC.

MCD            MCDONALDS CORPORATION

MMM            MINNESOTA MINING AND MANUFACTURING

MO             PHILIP MORRIS COS. INC.

MOB            MOBIL CORPORATION

MOT            MOTOROLA INC.

MRK            MERCK AND COMPANY INC.

NB             NATIONSBANK CORP.

PG             PROCTER AND GAMBLE COMPANY
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PEP            PEPSICO INC.

PFE            PFIZER INC.

PGR            PROGRESSIVE CORP.

RD             ROYAL DUTCH PETROLEUM COMPANY

S              SEARS ROEBUCK COMPANY

SAI            SUNAMERICA, INC.

SBC            SOUTHWESTERN BELL CORPORATION

SGP            SCHERING PLOUGH CORP.

*SLB           SCHLUMBERGER LTD.

STT            STATE STREET BOSTON CORP.

T              AMERICAN TELEPHONE AND TELEGRAPH

*TOS           TOSCO CORP.

TRV            TRAVELERS GROUP INC.

UN             UNILEVER N.V.

UW             USA WASTE SERVICES INC.

WMT            WAL-MART STORES INC.
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XON            EXXON CORPORATION

This list integrates the high-capitalized stock list, the 50 most highly capitalized stocks, in the S&P 500 Index
plus any Major Market Index stocks not included among those 50 stocks and the mid-capitalized stock list
which consists of the 10 most highly capitalized stocks of the S&P Midcap 400 Index, based on market values
as of June 9, 1997. The indicated (*) stocks have been added to the list since the last QIX trade date. CAH,
SCH, and WFC have been deleted.
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June 19, 1997

  

Market Surveillance

 TO: All Members And Member Organizations/Chief Operating Officers

SUBJECT: Change to Minimum Trading Variation

The Securities and Exchange Commission has approved amendments to Exchange Rule 62 that provide the
Exchange with flexibility to set the minimum variation for securities listed on the NYSE.

Assuming successful completion of quality assurance testing, the Exchange expects that, as early as June
24, 1997, the minimum variation for stocks trading at or above 50 cents per share will be 1/16 of a dollar. The
minimum variation for stocks trading below 50 cents will be 1/32 of a dollar, unless a Floor Governor (or two
Floor Officials in the absence of a Governor) sets a lesser variation for a particular security. The Exchange
will announce the exact date for effectiveness of the new minimum variation shortly, but members and
member organizations should be ready to commence trading under the new minimum variation as of June 24,
1997. There will be no change at this time to the minimum variation for bonds traded on the Exchange.

Impact of the Change in the Minimum Variation on Trading Rules and Policies

Bidding and Offering: Members should make bids and offers using fractions reduced to the lowest common
denominator. This will involve quoting, as appropriate, in sixteenths, eighths, quarters, and one-half. Orders
and reports should also be expressed in fractional variations reduced to the lowest common denominator.
The appropriate fractional variations are as follows: 1/16, 1/8, 3/16, 1/4, 5/16, 3/8, 7/16, 1/2, 9/16, 5/8, 11/16,
3/4, 13/16, 7/8, and 15/16.

Auction Market Crossing Procedures: The requirements to expose bids and offers when crossing stock as
codified in Rules 76 and 91 are unchanged.

Example:

•Assume the market in XYZ is 20 to 20 1/8.

•A broker enters the Crowd with buy and sell orders which he or she intends to cross at a price of 20.

•The broker would be required to make a bid of 20 and an offer of 20 1/16 before consummating the
transaction.

Rule 95: This rules requires a Floor broker to obtain a new liquidating order when the broker acquires a
position while holding orders at the minimum variation on both sides of the market.

With the change in the minimum trading variation, this requirement now applies to a position acquired only
while a broker is holding orders at a 1/16 point variation on both sides of the market. (Existing prohibitions
against discretion, e.g., representing “not held” orders on both sides of the market, continue to apply.)

Rule 118: This rule had required decreasing the price of orders to the nearest 1/8 of a dollar in relation
to securities quoted ex-dividend, ex-distribution, ex-rights or ex-interest. With the change in the minimum
variation, the price of orders should now be reduced to the nearest 1/16 of a dollar.

Rule 127: This rule had provided that a member with a clean agency cross was permitted to trade with the
exposed bid or offer if the clean-up price for the block was 1/8 point outside the current quotation. With the
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change in the minimum variation, a member may trade with the exposed bid or offer only if the clean-up price
is 1/16 of a point outside the current quotation.

Percentage Orders: Rule 123A.30 provides that a specialist may convert a CAP-D order to bid or offer on a
destabilizing tick at a price that is no more than an 1/8 of a point from the last sale. The rule also provides that
a specialist may convert a CAP-D order to reach across the market on a destabilizing tick to participate in a
trade of 10,000 shares or more at a price no more than 1/4 point away from the last sale. There has been no
change to these parameters.

Stopping Stock: Rule 116.30 provides that when a specialist stops an order, he or she must improve
the market by narrowing the quotation. The rule further provides that in a minimum variation market, the
specialist may stop an order only if (i) there is an imbalance in the quotation suggesting the likelihood of price
improvement for the stopped stock; (ii) the order does not exceed 2,000 shares; and (iii) the aggregate size of
stopped orders does not exceed 5,000 shares. A Floor Official may approve an exception to the size criteria
in an appropriate case. These restrictions, which had applied to stopping stock in 1/8 point markets, will now
apply to stopping stock in 1/16 point markets. Thus, with the change in the minimum variation, Rule 116.30
will now operate as follows:

Example: 1/8 Point (or greater) Market

•Market in XYZ is quoted 20 to 20 1/8

•Specialist receives market order to buy

•Specialist may stop the order against the offer, but must improve the market by narrowing the quote: 20 1/16
to 20 1/8

Example: 1/16 Point Market

•Market in XYZ is quoted 20 1/16 to 20 1/8

•Specialist receives market order to buy

•Specialist may stop the order against the offer only if the conditions stated in (i), (ii), and (iii) above are
satisfied.

Depth Guidelines: There will be no change to the current measurement system.

Stabilization: There will be no change to the current definition of stabilization. For example, a specialist
would need Floor Official approval to establish or increase a position by purchasing stock at a price 1/16
above the last sale.

Specialist's SuperDOT 1/2 Point Error Guarantee (Rule 123B): There is no change to this provision.

Floor Official Approval for Trades One or Two Points Away from Last Sale (Rule 79A.30): There is no
change to this requirement.

Non-Regular Way Trades During Last Calendar Week of the Year: Rule 64 provides that all non-regular
way trades must be approved by a Floor Official, except that during the last calendar week of the year Floor
Official approval is required only for trades more than 1/4 point away from the regular way bid or offer. There
is no change to this requirement.

ITS Pre-Opening Indications: There is no change to current requirements.

Amendments to Rule 62 and technical amendments to Rules 95, 118, 127, and 440B are attached as Exhibit
A.

Questions concerning any matters discussed in this Information Memo may be addressed to Brian McNamara
(212) 656-7086 or Donald Siemer (212) 656-6940.

Robert J. McSweeney
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Senior Vice President

Attachments

EXHIBIT A

Additions Underlined.

Deletions [Bracketed. ]

Rule 62 Variations

Rule 62. [Bids or offers in stocks above one dollar per share shall not be made at a less variation than 1/8
of one dollar per share; in stocks below one dollar but above 1/2 of one dollar per share, at a less variation
than 1/16 of one dollar per share; in stocks below 1/2 of one dollar per share, at a less variation than 1/32 of
one dollar per share; and in bonds at a less variation than 1/8 of 1% of the principal amount; provided that
the Exchange may fix variations of less than the above for bids and offers in specific issues of securities or
classes of securities.

Supplementary Material:

.10 Government bonds, etc. - Variations. The Exchange has directed that bids and offers in bonds of the
United States, Puerto Rico, of States, Territories and Municipalities therein, obligations of any international
authorities in which the United States is a participant, and securities guaranteed by the United States
Government as to principal and interest, must be made in variations of not less than 1/32 of 1%.

.20 “Part-redeemed” bonds - Bids and offers. Bonds which have been redeemed or repaid in part are
designated as “part-redeemed” bonds; and bids and offers shall be made on the basis of a percentage of the
original principal amount thereof. ]

Bids or offers in securities admitted to trading on the Exchange may be made in such variations as the
Exchange shall from time to time determine and make known to its membership.

Rule 95 Discretionary Transactions

*****

.30. The following examples indicate the types of buy and sell orders that a member may and may not
represent for the same customer at the same time.

   

Permitted

   • Buy 10,000 at 25            and   Sell short, or sell long 10,000 at 

[25 1/8

] 

25 plus minimum
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trading variation

   • Buy 10,000 at-the- market   and   Sell 10,000 at-the-market “sell plus” (if “long”)

     “buy minus”

   • Buy 10,000 at-the market    and   Sell 10,000 at-the-market contingent upon the 

entire buy

                                       order being completed first

   

Not Permitted

   • Buy 10,000 at-the- market   and   Sell 10,000 at-the-market

   • Buy 10,000 at-the market    and   Sell 10,000 at 

[25 1/8 (last sale 25)

] 

a limit - discretion at 

[a

                                       price of 25 1/8
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] 

that limit and higher

Rule 118 Orders To Be Reduced and Increased on Ex-Date

*****

Supplementary Material:

.10 Reduction of orders - Odd amounts. When the amount of a cash dividend is not equivalent to or is not
a multiple of the fraction of a dollar in which bids and offers are made in the particular stock, orders shall be
reduced by the next higher variation, [i. e., when the variation is 1/8, orders must be reduced by 3/8 for a
dividend of 30 cents per share, and by 1 1/8 for a dividend of $1.06 1/4 per share. ]

.20 Reduction of orders - Optional amounts. When a dividend is payable at the option of the stockholder
either in cash or securities, the stock will be ex-dividend the value of the cash or securities, whichever is
greater.

.21 Reduction of orders - Proportional procedure. Open buy orders and open stop orders to sell shall
be reduced by the proportional value of a stock dividend or stock distribution on the day a security sells
ex-dividend or ex-distribution. The new price of the order is determined by dividing the price of the original
order by 100% plus the percentage value of the stock dividend or stock distribution. For example, in a stock
dividend of 3%, the price of an order would be divided by 103%.

The chart below lists, for the more frequent stock distributions, the percentages by which the prices of open
buy orders and open stop orders to sell shall be divided to determine the new order prices.

                  

Price of Order                   Price of Order

   

Distribution   Divided by        Distribution   Divided by

   5-for-4        125%              2-for-1        200%

   4-for-3        133 1/3%          5-for-2        250%

   3-for-2        150%              3-for-1        300%

   5-for-3        166 2/3%          4-for-1        400%
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If as a result of this calculation, the price is not equivalent to or is not a multiple of the fraction of a dollar
in which bids and offers are made in the particular security, the price should be rounded to the next lower
variation, [i. e., when a calculation results in a price of $14.27, the price of an order is rounded to 14 1/4 a
calculation resulting in $14.47 is rounded to 14 3/8 ].

In reverse splits, all orders (including open sell orders and open stop orders to buy) should be cancelled.

Rule 127. Block Positioning

(a) A member organization that receives an order or orders for the purchase or sale of a block of stock,
which may not readily be absorbed by the market, should explore in depth the market on the Floor. Unless
professional judgment dictates otherwise, this should include checking the specialist to ascertain the extent of
the specialist's interest in participating at an indicated price or prices. The specialist should maintain the same
depth and normal variations between sales as he or she would had he or she not learned of the block.

(b) A member who has a block of stock which he intends to cross at a specific clean-up price outside the
current quotation should, when ready to effect the cross, proceed in the manner described below.

The member should inform the specialist of his or her intention to cross a block at a specific price. There
should not be any intervening trades by the member representing the block order between the time the
member informs the specialist of his or her intention and the trade or trades to clean-up the block. There is
one exception to this requirement. The member may trade with the exposed bid or offer if the clean-up price
is [one-eighth of a point ] the minimum variation outside the current quotation and the member is holding only
agency orders on both sides of the market.

*****

Rule 440B Short Sales

*****

.15 Price at which short sales may be made on the Exchange. - (Note: All sales and prices referred to
in this Paragraph .15 [, including the examples, ] relate to sales and prices on the Exchange.) A short sale
may not be made below the price of the last regular way sale, but may be made at the price of the last regular
way sale, provided that the previous different regular way sale price was lower than the price of the last sale,
irrespective of whether such prices were established on the same day or some earlier day. If the previous
different price was higher than the price of the last sale, a short sale may be made only at a price which is
higher than the price of the last sale. Therefore, a member with an order to sell short must ascertain the price
of the last regular way sale and (unless the bid is above the price of such last sale) also the previous different
regular way price, regardless of when the transactions occurred, in order to determine the price at which a
short sale may be made. A member with an order to sell 500 shares short may either sell the entire quantity in
one lot at a price permitted by the rule, or sell 500 shares in smaller lots at such price, provided no intervening
sales occur which change the price basis as above described. In determining the price at which a short sale
may be effected after a security goes ex-dividend, ex-right, or ex-any other distribution, all sales prices prior
to the “ex” date may be reduced by the value of such distribution [. ] , i.e., the

[EXAMPLES:

(1) When no distribution is involved:

If the last sale was at 50 and the last previous different price was at 50 1/8, a short sale may be made only at
50 1/8 or above;

If the last sale was at 51 1/2 and the previous different price was at 51 3/8, a short sale may be made at 51
1/2 or above;

If the last sale was at 52 and the previous different price was at 52 1/4 a short sale may be made at 52 1/8 or
above;
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If the last sale was at 49 3/4 and the previous different price was at 49 1/2 a short sale may be made at 49
3/4 or above.

(2) When a distribution is involved:]

[The ] value of a dividend, right or other distribution may be deducted from all last sale prices made in
securities prior to the “ex” date to determine the price at which a short sale in such “ex” securities may be
effected. [Thus, if the value of a dividend, right or other distribution was $1.50 and:

If the last sale price prior to the “ex” date was at 51 1/2 and the previous different price was at 51 3/8, by
deducting the $1.50 value the last sale price would be regarded to be 50 and the previous different price to be
49 7/8, a short sale may be made at 50 or above;

If the last sale price prior to the “ex” date was at 48 5/8 and the previous different price was at 48 3/4, by
deducting the $1.50 value the last sale price would be regarded to be 47 1/8 and the previous different price
to be 47 1/4 a short sale may be made at 47 1/4 or above;

If the last sale price prior to the “ex” date was at 53 and the previous different price was at 53 1/4 by
deducting the $1.50 value the last sale price would be regarded to be 51 1/2 and the previous different price
to be 51 3/4 a short sale may be made at 51 5/8 or above;

If the last sale price prior to the “ex” date was at 52 3/4 and the previous different price was at 52 1/2 by
deducting the $1.50 value the last sale price would be regarded to be 51 1/4 and the previous different price
to be 51, a short sale may be made at 51 1/4 or above. ]

When a security is dealt in on two or more national securities exchanges, or on one or more national
securities exchanges and in the over-the-counter market, the controlling price as to short sales on the
Exchange is always the last regular way sale price on the Exchange, but the controlling price on any other
national securities exchange on which the security is dealt may be the price at which the last sale thereof,
regular way, was reported in the consolidated transaction reporting system or the price at which the last sale
thereof, regular way, was effected on such exchange, depending upon whether last sale prices of the security
involved are reported in such consolidated transaction reporting system on a real-time basis and whether
the other national securities exchange has adopted the rule permitted by Regulation 240.10a-1(a)(2). The
controlling price as to short sales effected in the over-the-counter market of securities subject to the short
selling rules shall, if last sale prices in such security are reported pursuant to the consolidated transaction
reporting system on a real-time basis, be the price at which the last sale thereof, regular way, was reported
in such consolidated transaction reporting system and if last sale prices of such security are not reported
pursuant to such a system, Regulation 240.10a-1 does not apply to the short sale of such security in the over-
the-counter market.

Initial sale may be short sale. - A ruling has been made by the Staff of the Securities and Exchange
Commission that the initial sale of a security newly listed on the Exchange may be a short sale. Subsequent
sales on the Exchange at the same price may also be short sales provided there is no intervening transaction
on the Exchange at a different price. Once a transaction on the Exchange at a different price takes place the
regular operation of the short selling rules becomes effective.

[In the case of securities dealt in at variations of less than 1/8, the ] The price at which short sales may
be made under the rules are determined by the minimum variation permitted; e.g., if a bond is dealt in at
variations of 1/32, the last sale having been 100 and the previous different price 100 2/32, a short sale may
be made at or above 100 1/32.

*****

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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June 13, 1997

  

Market Surveillance

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT : Special Stock Lists (Imbalance Publication) for June 20, 1997, Expiration Friday

June 20, 1997 is an expiration trade date.

An expiration day is a trading day prior to the expiration of index-related derivative products (futures, options
or options on futures), whose settlement pricing is based upon opening or closing prices on the Exchange, as
identified by a qualified clearing corporation (e.g., the Options Clearing Corporation).

Twelve of the expiration days are expiration Fridays, which fall on the third Friday in every month. If that
Friday is an Exchange holiday, there will be an expiration Thursday in such a month.

SPECIAL STOCK LISTS.—IMBALANCE PUBLICATION

The Exchange has identified certain stocks which will, on expiration days, follow mandatory procedures
related to the dissemination of market order imbalances before the opening and/or the dissemination of MOC
imbalances prior to the close, as soon as practicable after 3:40 p.m.

The high-capitalized stock list consists of the fifty most highly capitalized stocks in the S&P 500 Index, plus
any Major Market Index stocks not included among those fifty stocks. The mid-capitalized stock list consists
of the ten most highly capitalized stocks in the S&P MidCap 400 Index. The special stock lists applicable to
June 20, 1997 are attached for your reference.

MANDATORY EXPIRATION DAY PROCEDURES

In summary, in relation to the opening, stocks on the high-capitalized stock list and mid-capitalized stock list
must follow procedures related to the publication of market order imbalances at the appointed time, 9:00 a.m.
In relation to the close, only the stocks on the high-capitalized stock list must follow procedures related to the
publication of MOC imbalances as soon as practicable after the MOC cutoff time of 3:40 p.m. Also, pursuant
to Information Memo 95-21, any stock being dropped from or added to an index must publish an MOC status
as soon as practicable after 3:40 p.m., as may any stock with Floor Official approval.

Complete discussion of auxiliary opening procedures and procedures for handling market-on-close (MOC)
orders on expiration days appears in Information Memo 96-34, which was published on November 8, 1996.

If you have any questions, you may direct them to David Fisch (212) 656-6769 or Carol Krusik (212)
656-4597.

________________________

Robert J. McSweeney

Senior Vice President

Attachments
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High-Capitalized Stock List - June 20, 1997, Expiration Friday

ABT   ABBOTT LABORATORIES

AHP   AMERICAN HOME PRODUCTS CORPORATION

AIG   AMERICAN INTERNATIONAL GROUP INC.

AIT   AMERITECH CORP.

ALL   ALLSTATE CORP.

AN    AMOCO CORPORATION

AXP   AMERICAN EXPRESS COMPANY

BA    BOEING COMPANY

BAC   BANKAMERICA CORPORATION

BEL   BELL ATLANTIC CORPORATION

BLS   BELLSOUTH CORPORATION

BMY   BRISTOL MYERS SQUIBB COMPANY

CCI   CITICORP

CHV   CHEVRON CORPORATION

CMB   CHASE MANHATTAN CORP.
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DD    DU PONT COMPANY

DIS   WALT DISNEY COMPANY

DOW   DOW CHEMICAL COMPANY

EK    EASTMAN KODAK COMPANY

F     FORD MOTOR COMPANY

FNM   FEDERAL NATIONAL MORTGAGE ASSOCIATION

G     GILLETTE COMPANY

GE    GENERAL ELECTRIC COMPANY

GM    GENERAL MOTORS CORPORATION

GTE   GTE CORPORATION

*HD   HOME DEPOT INC.

HWP   HEWLETT-PACKARD COMPANY

IBM   INTERNATIONAL BUSINESS MACHINES CORP.

IP    INTERNATIONAL PAPER COMPANY

JNJ   JOHNSON AND JOHNSON

KMB   KIMBERLY CLARK CORP.
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KO    COCA-COLA COMPANY

LLY   ELI LILLY AND COMPANY

LU    LUCENT TECHNOLOGIES INC.

MCD   MCDONALDS CORPORATION

MMM   MINNESOTA MINING AND MANUFACTURING

MO    PHILIP MORRIS COS. INC.

MOB   MOBIL CORPORATION

MOT   MOTOROLA INC.

MRK   MERCK AND COMPANY INC.

NB    NATIONSBANK CORP.

PG    PROCTER AND GAMBLE COMPANY

PEP   PEPSICO INC.

PFE   PFIZER INC.

RD    ROYAL DUTCH PETROLEUM COMPANY

S     SEARS ROEBUCK AND CO.

SBC   SOUTHWESTERN BELL CORPORATION
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SGP   SCHERING PLOUGH CORP.

SLB   SCHLUMBERGER LTD

T     AMERICAN TELEPHONE AND TELEGRAPH

TRV   TRAVELERS GROUP INC.

UN    UNILEVER NV

WMT   WAL-MART STORES INC.

XON   EXXON CORPORATION

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of June 9, 1997 and
the 20 Major Market Index stocks. The indicated (*) stock has been added to the list. TX has been deleted.

Mid-Capitalized Stock List - June 20, 1997 Expiration Friday

 AES    AES CORPORATION (THE)

 AFL    AFLAC INC.

 *AOL   AMERICA ONLINE INC.

 BEN    FRANKLIN RESOURCES INC.

 CCE    COCA-COLA ENTERPRISES INC.

 PGR    PROGRESSIVE CORP.

 SAI    SUNAMERICA INC.

 STT    STATE STREET BOSTON CORP.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

1253

http://researchhelp.cch.com/License_Agreement.htm


 *TOS   TOSCO CORP.

 UW     USA WASTE SERVICES INC.

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of June 9,
1997. The indicated (*) stock has been added to the list. CAH and SCH have been deleted.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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June 13, 1997

  

Member Firm Regulation

 TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

Note: Please Route to your Compliance Officer/Chief Operating Officer

SUBJECT: ELECTRONIC DELIVERY OF INFORMATION TO CUSTOMERS BY MEMBERS AND
MEMBER ORGANIZATIONS

This Information Memo 1   sets forth the Exchange's policy applicable to electronic delivery of information
required to be provided to customers by members and member organizations pursuant to New York Stock
Exchange Rules.

On May 9, 1996, the Securities and Exchange Commission (“SEC” or “Commission”) issued Release No.
34-37182 to publish its views respecting the use of electronic media by broker-dealers. The Commission
stated that broker-dealers may satisfy their delivery obligations under federal securities laws by using
electronic media as an alternative to paper-based media within the framework established in Release No.
33-7233 dated October 6, 1995.

The Exchange will permit members and member organizations that wish to electronically transmit documents
that they are required to furnish to customers under NYSE Rules to do so provided they adhere to the
standards contained in the SEC Releases. Members and member organizations are urged to review these
releases in their entirety to ensure they comply with all electronic delivery requirements. The SEC standards
are summarized below:

•Electronic delivery must result in customers receiving information that is substantially equivalent to the
information these customers would have received if the required information were delivered in paper form,
i.e., the electronically transmitted document must convey all required information. For instance, if a paper
document is required to present information in a certain order, then the information delivered electronically
should be in substantially the same order.

•A person who chooses to receive a document electronically, must be provided with the information in paper
form, upon request.

•Customers who are provided information through electronic delivery from broker-dealers must be able to
effectively access the information provided. Also, persons to whom information is sent electronically should
have an opportunity to retain the information through the selected medium or have ongoing access equivalent
to personal retention.

•Broker-dealers must have reason to believe that electronically delivered information will result in the
satisfaction of the delivery requirements under the federal securities laws. Broker-dealers may be able to
evidence satisfaction of delivery obligations, for example, by:

(1) obtaining the intended recipient's informed consent to delivery through a specified electronic medium, and
ensuring that the recipient has appropriate notice and access;

(2) obtaining evidence that the intended recipient actually received the information, such as by an electronic
mail return-receipt or by confirmation that the information was accessed, downloaded, or printed; or

(3) disseminating information through certain facsimile methods.
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•Prior to delivering personal financial information (e.g., confirmations and account statements)
electronically, the broker-dealer must obtain the intended recipient's informed consent. The customer's
consent may be either by a manual signature or by electronic means.

The SEC release stated that the above standards are intended to permit broker-dealers to comply with
their delivery obligations under the federal securities laws when using electronic media. While compliance
with the guidelines is not mandatory for the electronic delivery of non-required information that, in some
cases, is being provided voluntarily to customers, the Exchange believes adherence to the guidelines should
be considered, especially with respect to documents furnished pursuant to agreements or other specific
arrangements with customers. Further, the SEC stated that broker-dealers should evaluate the need for
systems and procedures to deter or detect misconduct by firm personnel in connection with the delivery of
information, whether by electronic or paper means.

A list of current Exchange rules which require members and member organizations to furnish specific
information to customers for which electronic delivery may be used in accordance with the SEC releases
is set forth below. The Exchange believes the list is complete and intends that the policy outlined in this
Information Memo covers all communications that firms are required to send to customers pursuant to
Exchange rules. Further, the summary of delivery obligations provided is intended for reference only and
does not purport to be a statement of all requirements under the rules listed.

• Rule 382(c) (Carrying Agreements) requires notification to each customer whose account is introduced on
a fully disclosed basis of the existence of a clearing agreement, the relationship between the introducing and
carrying organization and the allocation of responsibilities between the respective parties.

• Rule 409 (Statements of Accounts to Customers) requires delivery of statements of accounts showing
security and money positions and entries at least quarterly to all accounts having an entry, money or security
position during the preceding quarter. (See Release No. 34-37182 which covers confirmations of transactions
pursuant to SEA Rule 10b-10).

• Rule 451 (Transmission of Proxy Material) requires member organizations to transmit proxy materials and
annual reports to beneficial owners of stock which is in its possession and control or to others specified in the
Rule.

• Rule 465 (Transmission of Interim Reports and Other Material) requires transmittal of interim reports of
earnings and other material to beneficial owners of stock held by the member organization,

• Rule 721(c) (Opening of Accounts) requires that background and financial information on every new options
account customer be sent to such customer for verification within fifteen days after the account is approved
for options.

• Rule 721(e)(5) (Uncovered Short Options - Disclosure) requires that a written description of the risks
inherent in writing uncovered short option transactions must be furnished to applicable customers.

• Rule 725 (Confirmations) requires member organizations to furnish customers with a written confirmation of
each transaction in options contracts.

• Rule 726(a) (Delivery of Options Disclosure Document) requires delivery of a current Options Disclosure
Document to a customer at or prior to the time the account is approved for trading options. Thereafter,
delivery must be made of amendments or revisions to the Options Disclosure Document to every customer
approved for trading the kind of option covered by the Disclosure Document.

• Rule 726(b) (Prospectus) requires that a current prospectus of The Options Clearing Corporation shall be
delivered to each customer who requests one.

• Rule 730 (Statements of Options Accounts) requires that monthly statements be sent to options account
holders.

• Rule 781(a) (Allocation of Exercise Assignment Notices) requires notification to customers of the method
used to allocate exercise notices in customer's account.
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Questions relating to Exchange matters may be directed to Rudolph J. Schreiber at (212) 656-5226 or Mary
Anne Furlong at (212) 656-4823.

Salvatore Pallante

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  SR-NYSE-97-08 filed with and approved by the SEC on June 10, 1997 pursuant to Release No.
34-38731.
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May 22, 1997

  

Member Firm Regulation

IMPORTANT - THIS MEMO REQUIRES A RESPONSE BY MEMBER ORGANIZATIONS

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF EXECUTIVE, FINANCIAL, OPERATIONAL COMPLIANCE AND TECHNOLOGY
OFFICER

SUBJECT: YEAR 2000

We are all aware of the potential problem the year 2,000 date can cause for many computer programs which
are core to processing all aspects of our industry's business. Computer software that use two digit fields for
year recognition may consider the date 01/01/00 as January 1, 1900 instead of 2,000. If this date is so used
in processing, the potential for chaotic results exist.

We expect that each member or member organization should have designated a senior official with
responsibility to oversee a “Year 2,000” project. Each organization should identify the magnitude of the year
2,000 review at your organization and the resources needed both in people, time, and money to address the
problem. Realistic and aggressive timeframes are needed for completing necessary program revisions, and
allowing ample time for detailed testing. Realistically, this project should have a target completion date of
December 1998 with the balance of 1999 available for system testing and adjustments.

To assist the Exchange in assessing our members and member organizations' approach and progress
in addressing this major undertaking, we are requesting each organization to complete the attached
questionnaire and submit it to your finance coordinator at the Exchange by June 30, 1997. The information
will allow the Exchange to begin to assess the impact of this change on our member organizations and to
provide a basis for our surveillance staff to monitor each organization's progress to a timely completion.

Questions related to this memo should be directed to your finance coordinator.

Salvatore Pallante

Senior Vice President

NEW YORK STOCK EXCHANGE, INC.

YEAR 2000 SURVEY

Please provide the following information:

• Name of individual responsible for your organization's Year 2000 Project.

   Firm Name:         
 ________________________________________________________________________________

   Name:              
 ________________________________________________________________________________
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   Title:             
 ________________________________________________________________________________

   Phone No:          
 ________________________________________________________________________________

                                                             YES       NO

   • Is this a full-time effort for the individual          _______  
 _________________________________

                                                            _______  
 _________________________________

If part-time, please state what percentage of the time is dedicated to the Year 2000
 project.

 
 _____________________________________________________________________________________________________

   • Does your firm use service bureaus for computer

     processing?                                             YES       NO

                                                            _______  
 _________________________________

                                                            _______  
 _________________________________

• If so, identify and provide the name and telephone number of your contact person there.

 
 _____________________________________________________________________________________________________

   • Have you identified the scope of your firm's Year
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     2000 project?                                           YES       NO

                                                            _______  
 _________________________________

                                                            _______  
 _________________________________

• If no, please describe why.

 
 _____________________________________________________________________________________________________

• Identify the different computer processing platforms that are impacted at your firm.

 
 _____________________________________________________________________________________________________

   • Have you determined how many programs need to

     be reviewed?                                            YES       NO

                                                            _______  
 _________________________________

                                                            _______  
 _________________________________

   If so, how many?    _______________

• What is your best estimate as to how much time it took to identify the extent of the

  project?
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   No. of Weeks        _______________     No. of Months        
 ______________________________________

   • How much time do you estimate it will take to complete this

     project?                                                      
 ___________________________________

   • How many man-weeks will be needed to effect the changes?      
 ___________________________________

   • Do you plan to use outside consultants?                 YES       NO

                                                            _______  
 _________________________________

                                                            _______  
 _________________________________

   • Are you using software tools for revising your

     programs?                                               YES       NO

                                                            _______  
 _________________________________

                                                            _______  
 _________________________________

   What is the total cost estimate of the project?                
 ____________________________________

• Please provide a listing of significant milestones to monitor the project completion.

  Include specific projects and completion dates.
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 _____________________________________________________________________________________________________

   • Has your organization prioritized critical systems

     for review?                                             YES       NO

                                                            _______  
 _________________________________

                                                            _______  
 _________________________________

• If yes, please provide a list of the major in-house systems and planned completion
 dates.

 
 _____________________________________________________________________________________________________

• If no, why not?

 
 _____________________________________________________________________________________________________

• Please identify the highest level of management reporting, for tracking this project
 and

  frequency of reporting.

                                                   YES              NO                   
 *F

   Board                                          ______          ______       
 _______________________
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   CEO                                            ______          ______       
 _______________________

   CFO                                            ______          ______       
 _______________________

   COO                                            ______          ______       
 _______________________

   Other Committees                               ______          ______       
 _______________________

   Name                  
 ________________________________________________________________

   *Frequency                                     Weekly                        (W)

                                                  Monthly                       (M)

                                                  Quarterly                     (Q)

                                                  **Other                       (O)

   **Explain

                          SIGNATURE             
 ______________________________________________________

                          NAME                  
 ______________________________________________________

                          TITLE                 
 ______________________________________________________

                          TEL. NO.              
 ______________________________________________________
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                          FAX NO.               
 ______________________________________________________

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Member Firm Regulation

 TO: Members And Member Organizations

ATTENTION: Chief Executive Officer/Managing Partners, Chief Financial Officer, Legal And
Compliance Departments

SUBJECT : Updated Listing Of The Department Of Treasury “Specially Designated Nationals And
Blocked Persons”

The Department of the Treasury's Office of Foreign Assets Control (“OFAC”) has recently updated its listing of
“Specially Designated Nationals and Blocked Persons.”

Attached is a copy of OFAC's comprehensive list of “Specially Designated Nationals and Blocked Persons”
dated April 17, 1997 and an overview of the Executive Order 12978, regarding “the blocking of assets and
prohibitions against transactions with Narcotics Traffickers.”

The Office of Foreign Assets Control has a “hotline” for compliance inquiries which members and member
organizations should utilize if there are any questions. The toll-free hotline number is 1(800) 540-OFAC
(6322). Electronic information is also available from OFAC's homepage on the Internet (www.ustreas.gov/
treasury/services/fac/fac.html).

Salvatore Pallante

Senior Vice President

What You Need To Know About Executive Order 12978

An overview of the blocking of assets and prohibitions against transactions with Narcotics
Traffickers - Title 31 Part 536 of the U.S. Code of Federal Regulations

INTRODUCTION -

On October 21, 1995, President Clinton signed Executive Order 12978 entitled “Blocking Assets and
Prohibiting Transactions with Significant Narcotics Traffickers” (the “Order”) which has been implemented as
the “Narcotics Trafficking Sanctions Regulations” at 31 CFR Part 536.

The Order blocks all property subject to U.S. jurisdiction in which there is any interest of four principal
figures in the Cali drug cartel who are listed in the annex to the Order. Those four individuals are named as
“Principal Individuals” below. In addition, the Order blocks the property and interests in property of foreign
persons determined by the Secretary of the Treasury, in consultation with the Attorney General and the
Secretary of State, (a) to play a significant role in international narcotics trafficking centered in Colombia,
or (b) to materially assist in or provide financial or technological support for, or goods or services in support
of, persons designated in or pursuant to the Order. In addition, the Order blocks all property and interests in
property subject to U.S. jurisdiction of persons determined by the Secretary of the Treasury, in consultation
with the Attorney General and the Secretary of State, to be owned or controlled by, or to act for or on behalf
of, persons designated in or pursuant to the Order (collectively “Specially Designated Narcotics Traffickers”
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or “SDNTs”). Listed below are additional foreign entities and individuals designated by the Office of Foreign
Assets Control as SDNTs pursuant to the Order.

The Order further prohibits any transaction or dealing by a United States person or within the United States
in property or interests in property of SDNTs, and any transaction that evades or avoids, has the purpose of
evading or avoiding, or attempts to violate, the prohibitions contained in the Order. This obviously impacts
trade transactions (involving, for example, letters of credit) as well as accounts and other assets.

Designations of persons blocked pursuant to the Order are effective upon the date of determination by the
Director of the Office of Foreign Assets Control, acting under authority delegated by the Secretary of the
Treasury. Public notice of blocking is effective upon the date of filing with the Federal Register, or upon prior
actual notice.

Corporate criminal penalties for violations of the International Emergency Economic Powers Act range up to
$500,000; individual penalties range up to $250,000 and 10 years in jail. Civil penalties of up to $11,000 may
also be imposed administratively.

The following have been named:

SPECIALLY DESIGNATED NARCOTICS TRAFFICKERS [SDNTs]:

Principal Individuals

RODRIGUEZ OREJUELA, Gilberto (a.k.a. “Lucas;” a.k.a. “The Chess Player”), Cali, Colombia; DOB 31
Jan 1939; Passports T321642 (Colombia), 77588 (Argentina), 10545599 (Venezuela); Cedula No. 6068015
(Colombia) (individual)

RODRIGUEZ OREJUELA, Miguel Angel (a.k.a. “El Senor”; a.k.a. “Patricia”; a.k.a. “Patricio”; a.k.a. “Patty”;
a.k.a. “Pat”; a.k.a. “Manuel”; a.k.a. “Manolo”; a.k.a. “Mike”; a.k.a. “Mauro”; a.k.a. “Doctor M.R.O.”), Casa No.
19, Avenida Lago, Ciudad Jardin, Cali, Colombia; DOB 23 Nov 1943; alt. DOB 15 Aug 1943; Cedula No.
6095803 (Colombia) (individual)

SANTACRUZ LONDONO, Jose (a.k.a. “Chepe”; a.k.a. “Don Chepe”; a.k.a. “El Gordo Chepe”; a.k.a. “07”),
Cali, Colombia; DOB 1 Oct 1943; Passport AB149814 (Colombia); Cedula No. 14432230 (Colombia)
(individual)

HERRERA BUITRAGO, Helmer (a.k.a. “Pacho”; a.k.a. “H7”), Cali, Colombia; DOB 24 Aug 1951; alt. DOB 5
Jul 1951; Passport J287011 (Colombia); Cedula No. 16247821 (Colombia) (individual)

Entities

ADMINISTRACION INMOBILIARIA BOLIVAR S.A., Avenida 2CN No. 24N-92, Cali, Colombia; Calle 17N No.
6N-28, Cali, Colombia; NIT # 800149060-5 (Colombia)

AGRICOLA HUMYAMI LTDA., Apartado Aereo 30352, Cali, Colombia

AGROPECUARIA BETANIA LTDA. (n.k.a. VALLADARES LTDA.), Calle 70N No. 14-31, Cali, Colombia;
Carrera 61 No. 11-58, Cali, Colombia; NIT # 890329123-0 (Colombia)

AGROPECUARIA LA ROBLEDA S.A. (n.k.a. MANAURE S.A.), Avenida 2D Norte No. 24N-76, Cali,
Colombia; Carrera 61 No. 11-58, Cali, Colombia; NIT # 800160353- 2 (Colombia)

AGROPECUARIA Y REFORESTADORA HERREBE LTDA., Avenida 2N No. 7N-55 of. 501, Cali, Colombia

ALFA PHARMA S.A., Diagonal 17 No. 28A-80, Bogota, Colombia

AMPARO RODRIGUEZ DE GIL Y CIA. S. EN C., Avenida 4N No. 5N-20, Cali, Colombia

ANDINA DE CONSTRUCCIONES S.A. (n.k.a. INTERAMERICANA DE CONSTRUCCIONES S.A.), Calle 12
Norte No. 9N-56, Cali, Colombia; NIT # 800237404-2 (Colombia)
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ASESORIAS COSMOS LTDA., Carrera 40 No. 6-50 apt. 13-01, Cali, Colombia

ASPOIR DEL PACIFICO Y CIA. LTDA., Cali, Colombia

AUREAL INMOBILIARIA LTDA., Avenida 7 No. 112-38 of. 104, Bogota, Colombia

BLAIMAR (n.k.a. COINTERCOS S.A.; n.k.a. CIA. INTERAMERICANA DE COSMETICOS S.A.; f.k.a.
LABORATORIOS BLAIMAR DE COLOMBIA S.A.), Calle 12B No. 27-39, Bogota, Colombia; Apartado Aereo
33248, Bogota, Colombia; NIT # 860511578-8 (Colombia)

BLAIMAR (n.k.a. COSMEPOP; n.k.a. COOPERATIVA DE COSMETICOS Y POPULARES COSMEPOP;
f.k.a. COINTERCOS S.A.; f.k.a. CIA. INTERAMERICANA DE COSMETICOS S.A.; f.k.a. LABORATORIOS
BLAIMAR DE COLOMBIA S.A.), A.A. 55538, Bogota, Colombia; Calle 12B No. 27-37/39, Bogota, Colombia;
Calle 26 Sur No. 7-30 Este, Bogota, Colombia; Carrera 99 y 100 No. 46A-10, Bodega 4, Bogota, Colombia;
NIT # 800251322-5 (Colombia)

BLANCO PHARMA S.A. (n.k.a. COSMEPOP; n.k.a. COOPERATIVA DE COSMETICOS Y POPULARES
COSMEPOP; f.k.a. LABORATORIOS BLANCO PHARMA S.A.), A.A. 55538, Bogota, Colombia; Calle 12B
No. 27-37/39, Bogota, Colombia; Calle 26 Sur No. 7-30 Este, Bogota, Colombia; Carrera 99 y 100 No.
46A-10, Bodega 4, Bogota, Colombia; NIT # 800251322-5 (Colombia)

CARS & CARS LTDA. (a.k.a. CENTRO COMERCIAL DEL AUTOMOVIL; a.k.a. COMERCIALIZADORA
INTEGRAL LTDA.; a.k.a. PROYECTO CARS & CARS), Avenida Roosevelt entre carreras 38 y 38A
esquinas, Cali, Colombia

CENTRO COMERCIAL DEL AUTOMOVIL (a.k.a. CARS & CARS LTDA.; a.k.a. COMERCIALIZADORA
INTEGRAL LTDA.; a.k.a. PROYECTO CARS & CARS), Avenida Roosevelt entre carreras 38 y 38A
esquinas, Cali, Colombia

CIA. INTERAMERICANA DE COSMETICOS S.A. (a.k.a. COINTERCOS S.A.; f.k.a. BLAIMAR; f.k.a.
LABORATORIOS BLAIMAR DE COLOMBIA S.A.), Calle 12B No. 27-39, Bogota, Colombia; Apartado Aereo
33248, Bogota, Colombia; NIT # 860511578-8 (Colombia)

CIA. INTERAMERICANA DE COSMETICOS S.A. (n.k.a. COSMEPOP; n.k.a. COOPERATIVA DE
COSMETICOS Y POPULARES COSMEPOP; f.k.a. BLAIMAR; f.k.a. BLANCO PHARMA S.A.; f.k.a.
COINTERCOS S.A.; f.k.a. LABORATORIOS BLAIMAR DE COLOMBIA S.A.; f.k.a. LABORATORIOS
BLANCO PHARMA S.A.), A.A. 55538, Bogota, Colombia; Calle 12B No. 27-37/39, Bogota, Colombia; Calle
26 Sur No. 7-30 Este, Bogota, Colombia; Carrera 99 y 100 No. 46A-10, Bodega 4, Bogota, Colombia; NIT #
800251322-5 (Colombia)

COINTERCOS S.A. (a.k.a. CIA. INTERAMERICANA DE COSMETICOS S.A.; f.k.a. BLAIMAR; f.k.a.
LABORATORIOS BLAIMAR DE COLOMBIA S.A.), Calle 12B No. 27-39, Bogota, Colombia; Apartado Aereo
33248, Bogota, Colombia; NIT # 860511578-8 (Colombia)

COINTERCOS S.A. (n.k.a. COSMEPOP; n.k.a. COOPERATIVA DE COSMETICOS Y POPULARES
COSMEPOP; f.k.a. BLAIMAR; f.k.a. BLANCO PHARMA S.A.; f.k.a. CIA. INTERAMERICANA DE
COSMETICOS S.A.; f.k.a. LABORATORIOS BLAIMAR DE COLOMBIA S.A.; f.k.a. LABORATORIOS
BLANCO PHARMA S.A.), A.A. 55538, Bogota, Colombia; Calle 12B No. 27-37/39, Bogota, Colombia; Calle
26 Sur No. 7-30 Este, Bogota, Colombia; NIT # 800251322-5 (Colombia)

COLOR 89.5 FM STEREO, Calle 15N No. 6N-34 piso 15, Edificio Alcazar, Cali, Colombia; Calle 19N No.
2N-29, Cali, Colombia

COMERCIAL DE NEGOCIOS CLARIDAD Y CIA., Avenida Caracas No. 59-77 of. 201A, 401B y 405B,
Bogota, Colombia; NIT # 800080719-0 (Colombia)

COMERCIALIZADORA DE CARNES DEL PACIFICO LTDA., Calle 25 No. 8-54, Cali, Colombia

COMERCIALIZADORA EXPERTA Y CIA. S. EN C., Avenida Caracas No. 59-77 of. 201A, 401B, 405B y
407B, Bogota, Colombia; NIT # 800075687-3 (Colombia)
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COMERCIALIZADORA INTEGRAL LTDA. (a.k.a. CARS & CARS LTDA.; a.k.a. CENTRO COMERCIAL DEL
AUTOMOVIL; a.k.a. PROYECTO CARS & CARS), Avenida Roosevelt entre carreras 38 y 38A esquinas,
Cali, Colombia

COMERCIALIZADORA INTERNACIONAL VALLE DE ORO S.A. (a.k.a. PROCESADORA DE POLLOS
SUPERIOR S.A.), A.A. 1689, Cali, Colombia; Avenida 2N No. 7N-55, of. 521, Cali, Colombia; Carrera 3 No.
12-40, Cali, Colombia; Km 17 Recta Cali-Palmira, Palmira, Colombia; NIT # 800074991-3 (Colombia)

COMERCIALIZADORA OROBANCA (a.k.a. SOCIR S.A.), Calle 36A No. 3GN-07 of. 302, Edificio El Parque,
Cali, Colombia; Calle 22N No. 5A-75 of. 702, Edificio Via Veneto, Cali, Colombia

COMPAX LTDA. (n.k.a. COSMOVALLE; n.k.a. INVERSIONES Y CONSTRUCCIONES COSMOVALLE
LTDA.; f.k.a. INVERSIONES Y DISTRIBUCIONES COMPAX LTDA.), Calle 10 No. 4-47 piso 19, Cali,
Colombia; NIT # 800102403-5 (Colombia)

CONCRETOS CALI S.A., Calle 7 No. 82-65, Cali, Colombia

CONDOR (a.k.a. DISTRIBUIDORA DE DROGAS CONDOR LTDA.), Calle 10 No. 32A-64, Bogota, Colombia;
Calle 68 52-05, Bogota, Colombia

CONE S.A. (a.k.a. CONSTRUEXITO S.A.), Avenida 2N No. 7N-55 of. 501, Cali, Colombia

CONSTRUCTORA ALTOS DEL RETIRO LTDA., Carrera 4 No. 86-88, Bogota, Colombia; Carrera 7 No.
72-28 of. 301, Bogota, Colombia; Transversal 3 No. 85-10 apt. 401 Interior 1, Bogota, Colombia; NIT #
890329139-8 (Colombia)

CONSTRUCTORA CASCADA (a.k.a. SOCIEDAD CONSTRUCTORA LA CASCADA S.A.), Calle 1A
62A-120, Cali, Colombia; Calle 1A 62A-120 B2 108, Cali, Colombia; Calle 1A 62A-120 2305, Cali, Colombia;
Calle 1A 62A-120 2418, Cali, Colombia; Calle 1A 62A-120 4114, Cali, Colombia; Calle 1A 62A-120 6245,
Cali, Colombia; Calle 13 3-32 piso 12 y piso 14, Cali, Colombia; Carrera 4 12-41 of. 1401, Cali, Colombia;
Carrera 4 No. 12-41 of. 1403, Cali, Colombia; Carrera 64 1C-63, Cali, Colombia; Carrera 64 1B-83, Cali,
Colombia

CONSTRUCTORA DIMISA LTDA., Calle 70N No. 14-31, Cali, Colombia

CONSTRUCTORA GOPEVA LTDA., Avenida 3A No. 51-15, Cali, Colombia

CONSTRUCTORA TREMI LTDA., Carrera 1A Oeste No. 68-75, Cali, Colombia

CONSTRUEXITO S.A. (a.k.a. CONE S.A.), Avenida 2N No. 7N-55 of. 501, Cali, Colombia

CONSTRUVIDA S.A., Avenida 2N No. 7N-55 of. 521, Cali, Colombia; Calle 70N No. 14-31, Cali, Colombia;
Carrera 68 No. 13B-61 of. 104B, Cali, Colombia; NIT # 800108122-8 (Colombia)

CONSULTORIA EMPRESARIAL ESPECIALIZADA LTDA., Avenida 2N No. 7N-55 of. 421, Cali, Colombia;
NIT # 800109042-1 (Colombia)

COOPERATIVA DE COSMETICOS Y POPULARES COSMEPOP (a.k.a. COSMEPOP; f.k.a. BLAIMAR;
f.k.a. BLANCO PHARMA S.A.; f.k.a. COINTERCOS S.A.; f.k.a. CIA. INTERAMERICANA DE COSMETICOS
S.A.; f.k.a. LABORATORIOS BLAIMAR DE COLOMBIA S.A.; f.k.a. LABORATORIOS BLANCO PHARMA
S.A.), A.A. 55538, Bogota, Colombia; Calle 12B No. 27-37/39, Bogota, Colombia; Calle 26 Sur No. 7-30
Este, Bogota, Colombia; Carrera 99 y 100 No. 46A-10, Bodega 4, Bogota, Colombia; NIT # 800251322-5
(Colombia)

COOPERATIVA MULTIACTIVA DE COMERCIALIZACION Y SERVICIOS FARMACOOP (a.k.a.
FARMACOOP; f.k.a. KRESSFOR; f.k.a. LABORATORIOS KRESSFOR DE COLOMBIA S.A.), A.A. 18491,
Bogota, Colombia; Calle 16 28A 51, Bogota, Colombia; Calle 16 28A 57, Bogota, Colombia; Calle 17A 28A
43, Bogota, Colombia; Calle 17A 28 43, Bogota, Colombia; NIT # 830010878-3 (Colombia)

COOPERATIVA MULTIACTIVA DE EMPLEADOS DE DISTRIBUIDORES DE DROGAS COPSERVIR LTDA.
(a.k.a. COPSERVIR LTDA.; f.k.a. DISTRIBUIDORA DE DROGAS LA REBAJA S.A.; f.k.a. DISTRIBUIDORA
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DE DROGAS LA REBAJA PRINCIPAL S.A.; f.k.a. DROGAS LA REBAJA), Calle 4 No. 22-24, Bogota,
Colombia; Calle 10 No. 4-47 Piso 19, Cali, Colombia; Calle 14 6-66, Cali, Colombia; Calle 18 No. 121-130
Avenida Cañasgordas Pance, Cali, Colombia; Carrera 7 13- 132 piso 4, Cali, Colombia; Carrera 7A 14-25
piso 2, Cali, Colombia; Carrera 10 11- 71, Cali, Colombia; Carrera 66A No. 53-47 piso 3, Bogota, Colombia;
Carrera 99 No. 46 A-10 Bdg 6 y 8, Bogota, Colombia; NIT # 830011670-3 (Colombia)

COOPERATIVA MULTIACTIVA DE EMPLEADOS DE SUPERMERCADOS Y AFINES (a.k.a.
DISMERCOOP; f.k.a. DISTRIBUIDORA MIGIL LTDA.; f.k.a. DISTRIBUIDORA MIGIL BOGOTA LTDA.;
f.k.a. DISTRIBUIDORA MIGIL CALI S.A.; f.k.a. GRACADAL S.A.; f.k.a. MIGIL), Calle 5C No. 41-30, Cali,
Colombia; Carrera 26 No. 5B-65, Cali, Colombia; Carrera 30 No. 5-12, Cali, Colombia; NIT # 805003637-5
(Colombia)

COPSERVIR LTDA. (a.k.a. COOPERATIVA MULTIACTIVA DE EMPLEADOS DE DISTRIBUIDORES
DE DROGAS COPSERVIR LTDA.; f.k.a. DISTRIBUIDORA DE DROGAS LA REBAJA S.A.; f.k.a.
DISTRIBUIDORA DE DROGAS LA REBAJA PRINCIPAL S.A.; f.k.a. DROGAS LA REBAJA), Calle 4 No.
22-24, Bogota, Colombia; Calle 10 No. 4-47 Piso 19, Cali, Colombia; Calle 14 6-66, Cali, Colombia; Calle 18
No. 121-130 Avenida Cañasgordas Pance, Cali, Colombia; Carrera 7 13- 132 piso 4, Cali, Colombia; Carrera
7A 14-25 piso 2, Cali, Colombia; Carrera 10 11- 71, Cali, Colombia; Carrera 66A No. 53-47 piso 3, Bogota,
Colombia; Carrera 99 No. 46 A-10 Bdg 6 y 8, Bogota, Colombia; NIT # 830011670-3 (Colombia)

COSMEPOP (a.k.a. COOPERATIVA DE COSMETICOS Y POPULARES COSMEPOP; f.k.a. BLAIMAR;
f.k.a. BLANCO PHARMA S.A.; f.k.a. COINTERCOS S.A.; f.k.a. CIA. INTERAMERICANA DE COSMETICOS
S.A.; f.k.a. LABORATORIOS BLAIMAR DE COLOMBIA S.A.; f.k.a. LABORATORIOS BLANCO PHARMA
S.A.), A.A. 55538, Bogota, Colombia; Calle 12B No. 27-37/39, Bogota, Colombia; Calle 26 Sur No. 7-30
Este, Bogota, Colombia; Carrera 99 y 100 No. 46A-10, Bodega 4, Bogota, Colombia; NIT # 800251322-5
(Colombia)

COSMOVALLE (a.k.a. INVERSIONES Y CONSTRUCCIONES COSMOVALLE LTDA.; f.k.a. COMPAX
LTDA.; f.k.a. INVERSIONES Y DISTRIBUCIONES COMPAX LTDA.), Calle 10 No. 4-47 piso 19, Cali,
Colombia; NIT # 800102403-5 (Colombia)

CREACIONES DEPORTIVAS WILLINGTON LTDA., Cosmocentro, Local 130, Cali, Colombia; Calle 5 No.
25-65, Cali, Colombia

DEPOSITO POPULAR DE DROGAS S.A., Carrera 6 No. 24-77, Cali, Colombia

DERECHO INTEGRAL Y CIA. LTDA., Calle 22N No. 5A-75 piso 5, Cali, Colombia

DISMERCOOP (a.k.a. COOPERATIVA MULTIACTIVA DE EMPLEADOS DE SUPERMERCADOS Y
AFINES; f.k.a. DISTRIBUIDORA MIGIL LTDA.; f.k.a. DISTRIBUIDORA MIGIL BOGOTA LTDA.; f.k.a.
DISTRIBUIDORA MIGIL CALI S.A.; f.k.a. GRACADAL S.A.; f.k.a. MIGIL), Calle 5C No. 41-30, Cali,
Colombia; Carrera 26 No. 5B-65, Cali, Colombia; Carrera 30 No. 5-12, Cali, Colombia; NIT # 805003637-5
(Colombia)

DISTRIBUIDORA DE DROGAS CONDOR LTDA. (a.k.a. CONDOR), Calle 10 No. 32A-64, Bogota, Colombia;
Calle 68 52-05, Bogota, Colombia

DISTRIBUIDORA DE DROGAS LA REBAJA PRINCIPAL S.A. (n.k.a. COPSERVIR LTDA.; n.k.a.
COOPERATIVA MULTIACTIVA DE EMPLEADOS DE DISTRIBUIDORES DE DROGAS COPSERVIR
LTDA.; f.k.a. DISTRIBUIDORA DE DROGAS LA REBAJA S.A.; f.k.a. DROGAS LA REBAJA), Calle 4 No.
22-24, Bogota, Colombia; Calle 10 No. 4-47 Piso 19, Cali, Colombia; Calle 14 6-66, Cali, Colombia; Calle 18
No. 121-130 Avenida Cañasgordas Pance, Cali, Colombia; Carrera 7 13-132 piso 4, Cali, Colombia; Carrera
7A 14- 25 piso 2, Cali, Colombia; Carrera 10 11-71, Cali, Colombia; Carrera 66A No. 53- 47 piso 3, Bogota,
Colombia; Carrera 99 No. 46 A-10 Bdg 6 y 8, Bogota, Colombia; NIT # 830011670-3 (Colombia)

DISTRIBUIDORA DE DROGAS LA REBAJA S.A. (n.k.a. COPSERVIR LTDA.; n.k.a. COOPERATIVA
MULTIACTIVA DE EMPLEADOS DE DISTRIBUIDORES DE DROGAS COPSERVIR LTDA.; f.k.a.
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DISTRIBUIDORA DE DROGAS LA REBAJA PRINCIPAL S.A.; f.k.a. DROGAS LA REBAJA), Calle 4 No.
22-24, Bogota, Colombia; Calle 10 No. 4-47 Piso 19, Cali, Colombia; Calle 14 6-66, Cali, Colombia; Calle 18
No. 121-130 Avenida Cañasgordas Pance, Cali, Colombia; Carrera 7 13-132 piso 4, Cali, Colombia; Carrera
7A 14-25 piso 2, Cali, Colombia; Carrera 10 11-71, Cali, Colombia; Carrera 66A No. 53-47 piso 3, Bogota,
Colombia; Carrera 99 No. 46 A-10 Bdg 6 y 8, Bogota, Colombia; NIT # 830011670-3 (Colombia)

DISTRIBUIDORA MIGIL BOGOTA LTDA. (n.k.a. COOPERATIVA MULTIACTIVA DE EMPLEADOS
DE SUPERMERCADOS Y AFINES; n.k.a. DISMERCOOP; f.k.a. DISTRIBUIDORA MIGIL LTDA.; f.k.a.
DISTRIBUIDORA MIGIL CALI S.A.; f.k.a. GRACADAL S.A.; f.k.a. MIGIL), Calle 5C No. 41-30, Cali,
Colombia; Carrera 26 No. 5B-65, Cali, Colombia; Carrera 30 No. 5-12, Cali, Colombia; NIT # 805003637-5
(Colombia)

DISTRIBUIDORA MIGIL CALI S.A. (n.k.a. DISMERCOOP; n.k.a. COOPERATIVA MULTIACTIVA
DE EMPLEADOS DE SUPERMERCADOS Y AFINES; f.k.a. DISTRIBUIDORA MIGIL LTDA.; f.k.a.
DISTRIBUIDORA MIGIL BOGOTA LTDA.; f.k.a. GRACADAL S.A.; f.k.a. MIGIL), Calle 5C No. 41-30, Cali,
Colombia; Carrera 26 No. 5B-65, Cali, Colombia; Carrera 30 No. 5-12, Cali, Colombia; NIT # 805003637-5
(Colombia)

DISTRIBUIDORA MIGIL LTDA. (n.k.a. DISMERCOOP; n.k.a. COOPERATIVA MULTIACTIVA DE
EMPLEADOS DE SUPERMERCADOS Y AFINES; f.k.a. DISTRIBUIDORA MIGIL BOGOTA LTDA.;
f.k.a. DISTRIBUIDORA MIGIL CALI S.A.; f.k.a. GRACADAL S.A.; f.k.a. MIGIL), Calle 5C No. 41-30, Cali,
Colombia; Carrera 26 No. 5B-65, Cali, Colombia; Carrera 30 No. 5-12, Cali, Colombia; NIT # 805003637-5
(Colombia)

DISTRIBUIDORA MYRAMIREZ S.A., Calle 33BN No. 2BN-49 apt. 503A, Cali, Colombia; Carrera 69A No.
49A-49, Bogota, Colombia

DROGAS LA REBAJA (n.k.a. COPSERVIR LTDA.; n.k.a. COOPERATIVA MULTIACTIVA DE EMPLEADOS
DE DISTRIBUIDORES DE DROGAS COPSERVIR LTDA.; f.k.a. DISTRIBUIDORA DE DROGAS LA REBAJA
S.A.; f.k.a. DISTRIBUIDORA DE DROGAS LA REBAJA PRINCIPAL S.A.), Calle 4 No. 22-24, Bogota,
Colombia; Calle 10 No. 4-47 Piso 19, Cali, Colombia; Calle 14 6- 66, Cali, Colombia; Calle 18 No. 121-130
Avenida Cañasgordas Pance, Cali, Colombia; Carrera 7 13-132 piso 4, Cali, Colombia; Carrera 7A 14-25
piso 2, Cali, Colombia; Carrera 10 11-71, Cali, Colombia; Carrera 66A No. 53-47 piso 3, Bogota, Colombia;
Carrera 99 No. 46 A-10 Bdg 6 y 8, Bogota, Colombia; NIT # 830011670-3 (Colombia)

DROGAS LA REBAJA BARRANQUILLA S.A., Avenida Pedro Heredia, Barranquilla, Colombia; Local Cerete,
Barranquilla, Colombia; Local de Riohacha, Barranquilla, Colombia

DROGAS LA REBAJA BUCARAMANGA S.A., Local No. 1, Bucaramanga, Colombia; Local No. 1, Cucuta,
Colombia; Local No. 2, Cucuta, Colombia; Local No. 6, Cucuta, Colombia; Local No. 7, Cucuta, Colombia;
Local No. 9, Cucuta, Colombia; Local 201, Valledupar, Colombia

DROGAS LA REBAJA CALI S.A., Barrio Siloe, Cali, Colombia; Calle 13 #6-85, Cali, Colombia; Calle 3
#4-02 B/Ventura, Cali, Colombia; Local Comuneros No. 20, Cali, Colombia; Local del Poblado No. 17, Cali,
Colombia; Santander de Quilichao, Cali, Colombia

DROGAS LA REBAJA NEIVA S.A., Neiva, Colombia

DROGAS LA REBAJA PASTO S.A., Calle 18 #26-40, Pasto, Colombia; Local No. 6, Pasto, Colombia; Local
No. 13, Puerto Asis, Colombia

DROGAS LA REBAJA PEREIRA S.A., Local Cajamarca, Pereira, Colombia; Local Dos Quebradas, Pereira,
Colombia; Local Santa Rosa de Cabal, Pereira, Colombia; Local la Virginia, Pereira, Colombia

EXPORT CAFE LTDA., Carrera 7 No. 11-22 of. 413, Cali, Colombia

FARALLONES STEREO 91.5 FM, Calle 15N No. 6N-34 piso 15, Edificio Alcazar, Cali, Colombia
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FARMACOOP (a.k.a. COOPERATIVA MULTIACTIVA DE COMERCIALIZACION Y SERVICIOS
FARMACOOP; f.k.a. KRESSFOR; f.k.a. LABORATORIOS KRESSFOR DE COLOMBIA S.A.), A.A. 18491,
Bogota, Colombia; Calle 16 28A 51, Bogota, Colombia; Calle 16 28A 57, Bogota, Colombia; Calle 17A 28A
43, Bogota, Colombia; Calle 17A 28 43, Bogota, Colombia; NIT # 830010878-3 (Colombia)

FARMATODO S.A., Diagonal 17 No. 28A-39, Bogota, Colombia; Diagonal 17 No. 28A-80, Bogota, Colombia

FLEXOEMPAQUES LTDA. (f.k.a. PLASTICOS CONDOR LTDA.), Carrera 13 No. 16-62, Cali, Colombia; NIT
# 800044167-2 (Colombia)

GANADERA LTDA. (a.k.a. GANADERIA), Carrera 4 12-41 piso 15, Edificio Seguros Bolivar, Cali, Colombia

GANADERIA (a.k.a. GANADERA LTDA.), Carrera 4 12-41 piso 15, Edificio Seguros Bolivar, Cali, Colombia

GANADERIAS DEL VALLE S.A., Avenida 2FN No. 24N-92, Cali, Colombia; Carrera 61 No. 11-58, Cali,
Colombia; Carrera 83 No. 6-50, Cali, Colombia; NIT # 800119808-9 (Colombia)

GRACADAL S.A. (n.k.a. DISMERCOOP; n.k.a. COOPERATIVA MULTIACTIVA DE EMPLEADOS DE
SUPERMERCADOS Y AFINES; f.k.a. DISTRIBUIDORA MIGIL LTDA.; f.k.a. DISTRIBUIDORA MIGIL
BOGOTA LTDA.; f.k.a. DISTRIBUIDORA MIGIL CALI S.A.; f.k.a. MIGIL), Calle 5C No. 41-30, Cali, Colombia;
Carrera 26 No. 5B-65, Cali, Colombia; Carrera 30 No. 5-12, Cali, Colombia; NIT # 805003637-5 (Colombia)

GRUPO SANTA LTDA., Calle 18 106-98 of. 201/202, Cali, Colombia; Carrera 4 12-41 piso 14 y 15, Edificio
Seguros Bolivar, Cali, Colombia; Carrera 84 17-29, Cali, Colombia

HACIENDA LA NOVILLERA (a.k.a. NOVILLERA; a.k.a. NOVILLERA GANADERA), Carrera 4 12-41 piso 15,
Edificio Seguros Bolivar, Cali, Colombia; Paso de la Bolsa, Jamundi, Valle del Cauca, Colombia

HACIENDA SANDRANA (a.k.a. SANDRANA; a.k.a. SANDRANA GANADERA), Carrera 4 12-41 piso 15,
Edificio Seguros Bolivar, Cali, Colombia; San Pedro, Valle del Cauca, Colombia

HAYDEE DE MUÑOZ Y CIA. S. EN C., Avenida 6N No. 23DN-16, Cali, Colombia; Avenida 4N No. 5N-20,
Cali, Colombia

IMCOMER (a.k.a. IMPORTADORA Y COMERCIALIZADORA LTDA.), Avenida 6N y Avenida 4 No. 13N-50
of. 1201, Cali, Colombia; NIT # 800152058-0 (Colombia)

IMPORTADORA Y COMERCIALIZADORA LTDA. (a.k.a. IMCOMER), Avenida 6N y Avenida 4 No. 13N-50
of. 1201, Cali, Colombia; NIT # 800152058-0 (Colombia)

INCOES (a.k.a. INTERVENTORIA, CONSULTORIA Y ESTUDIOS LIMITADA INGENIEROS
ARQUITECTOS), Avenida 6N No. 13N-50 of. 1209, Cali, Colombia; NIT # 800144790-0 (Colombia)

INCOVALLE (a.k.a. INVERSIONES Y CONSTRUCCIONES VALLE S.A.), Avenida 2N No. 7N-55 of. 501,
Cali, Colombia

INDUSTRIA AVICOLA PALMASECA S.A., Carrera 61 No. 11-58, Cali, Colombia; Carretera Central via
Aeropuerto Palmaseca, Colombia

INDUSTRIA MADERERA ARCA LTDA., Calle 11 No. 32-47 Bodega 41 Arroyohondo, Cali, Colombia; Calle
32 No. 11-41 Bodega 4 Arroyohondo, Cali, Colombia; NIT # 800122866-7 (Colombia)

INMOBILIARIA AURORA LTDA., Avenida Canasgordas con Avenida Guali Casa 35, Cali, Colombia; Carrera
4 12-41 piso 15, Edificio Seguros Bolivar, Cali, Colombia; Carrera 24F Oeste 3-70, Cali, Colombia; Carrera
38A No. 5E-31, Edificio Conquistadores, Cali, Colombia

INMOBILIARIA BOLIVAR LTDA., Calle 17N No. 6N-28, Cali, Colombia; Calle 24N No. 6N-21, Cali, Colombia;
NIT # 890330573-3 (Colombia)

INMOBILIARIA GALES LTDA., Avenida Caracas No. 59-77 of. 201A, 401B y 405B, Bogota, Colombia; NIT #
800061287-1 (Colombia)
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INMOBILIARIA SAMARIA LTDA., Calle 13 3-32 piso 13, Cali, Colombia; Calle 13A 64-50 F201, Cali,
Colombia; Calle 18, No. 106-98 of. 201/202, Cali, Colombia; Carrera 4 12-41 piso 15, Edificio Seguros
Bolivar, Cali, Colombia

INMOBILIARIA U.M.V. S.A., Carrera 83 No. 6-50, Edificio Alqueria, Torre C, of. 302, Cali, Colombia

INTERAMERICANA DE CONSTRUCCIONES S.A. (f.k.a. ANDINA DE CONSTRUCCIONES S.A.), Calle 12
Norte No. 9N-56, Cali, Colombia; NIT # 800237404- 2 (Colombia)

INTERCREDITOS BOGOTA (a.k.a. INTERCREDITOS S.A.), Bogota, Colombia

INTERCREDITOS CALI (a.k.a. INTERCREDITOS S.A.), Avenida Roosevelt No. 38- 32, piso 2, Cali,
Colombia

INTERCREDITOS S.A. (a.k.a. INTERCREDITOS BOGOTA), Bogota, Colombia; (a.k.a. INTERCREDITOS
CALI), Avenida Roosevelt No. 38-32, piso 2, Cali, Colombia

INTERVENTORIA, CONSULTORIA Y ESTUDIOS LIMITADA INGENIEROS ARQUITECTOS (a.k.a.
INCOES), Avenida 6N No. 13N-50 of. 1209, Cali, Colombia; NIT # 800144790-0 (Colombia)

INVERSIONES AGRICOLAS AVICOLAS Y GANADERAS LA CARMELITA LTDA., Carrera 61 Nos. 11-58 y
11-62, Cali, Colombia; NIT # 800052898-1 (Colombia)

INVERSIONES ARA LTDA., Avenida 4N 6N-67 of. 601, Cali, Colombia; Avenida 6AN 18-69 1-128, Cali,
Colombia; Avenida 6AN 23DN-16 of. 402, Cali, Colombia; Club El Remanso, Jamundi, Colombia

INVERSIONES ARIO LTDA., Carrera 4 No. 12-41 of. 608 y 701, Cali, Colombia; NIT # 890328888-1
(Colombia)

INVERSIONES BETANIA LTDA., Avenida 2N No. 7N-55 of. 501, Cali, Colombia; Carrera 53 No. 13-55 apt.
102B, Cali, Colombia

INVERSIONES CAMINO REAL S.A., Calle 10 No. 4-47 piso 19, Cali, Colombia

INVERSIONES CULZAT GUEVARA Y CIA. S.C.S., Avenida 4A Oeste No. 5-107 Apt. 401, Cali, Colombia;
Avenida 4A Oeste No. 5-187 Apt. 401, Cali, Colombia; Avenida 7N No. 23N-39, Cali, Colombia; NIT #
860065523-1 (Colombia)

INVERSIONES EL PASO LTDA. (f.k.a. INVERSIONES NEGOAGRICOLA S.A.), Carrera 4 No. 12-41 of.
1403, Cali, Colombia

INVERSIONES EL PEÑON S.A., Avenida 2N, Cali, Colombia

INVERSIONES GEELE LTDA., Calle 17A No. 28A-23, Bogota, Colombia

INVERSIONES GEMINIS S.A., Carrera 40 No. 6-24 of. 402B, Cali, Colombia

INVERSIONES HERREBE LTDA., Avenida 2N No. 7N-55 of. 501, Cali, Colombia; Carrera 25 No. 4-65, Cali,
Colombia

INVERSIONES INTEGRAL Y CIA., Calle 16B No. 114-80 Casa 2, Cali, Colombia; Carrera 2 Oeste 5-46 apt./
of. 503, Cali, Colombia

INVERSIONES INVERVALLE S.A. (a.k.a. INVERVALLE), Avenida 2N No. 7N-55 of. 501, Cali, Colombia;
Calle 70N No. 14-31, Cali, Colombia

INVERSIONES LA SEXTA LTDA., Calle 10 No. 4-47 piso 19, Cali, Colombia

INVERSIONES MIGUEL RODRIGUEZ E HIJO, Avenida 4N 6N-67 of. 601, Cali, Colombia; Avenida 6N
23DN-16 of. 202, 301, 302, 401, 402, Cali, Colombia

INVERSIONES MOMPAX LTDA. (a.k.a. MOMPAX LTDA.), Calle 10 No. 4-47 piso 19, Cali, Colombia

INVERSIONES NEGOAGRICOLA S.A. (n.k.a. INVERSIONES EL PASO LTDA.), Carrera 4 No. 12-41 of.
1403, Cali, Colombia
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INVERSIONES RODRIGUEZ ARBELAEZ Y CIA. S. EN C., Avenida 4N No. 5N-20, Cali, Colombia; Avenida
6N No. 23D-16 of. 402, Cali, Colombia

INVERSIONES RODRIGUEZ MORENO Y CIA. S. EN C., Calle 10 No. 4-47, Cali, Colombia

INVERSIONES RODRIGUEZ RAMIREZ Y CIA. S.C.S.S., Calle 10 No. 4-47 piso 19, Cali, Colombia

INVERSIONES SANTA LTDA. (f.k.a. INVERSIONES Y CONSTRUCCIONES SANTA LIMITADA), Calle
5 66B-49 piso 3, Cali, Colombia; Calle 5 Oeste 3A-26 apt/ of 103, 301, 404, 502, 503, Cali, Colombia;
Calle 7 Oeste 25-48, Cali, Colombia; Calle 9 No. 46-69 of. 302, Cali, Colombia; Calle 13 3-32 piso 14, Cali,
Colombia; Carrera 2 Oeste 5-46 of 502, Cali, Colombia; Carrera 4 12-41 piso 14, Edificio Seguros Bolivar,
Cali, Colombia; Carrera 4 12-41 piso 15, Edificio Seguros Bolivar, Cali, Colombia

INVERSIONES VILLA PAZ S.A., Avenida 2CN No. 24N-92, Cali, Colombia; Avenida 2DN No. 24-N76, Cali,
Colombia; Calle 70N No. 14-31, Cali, Colombia; Carrera 61 No. 11-58, Cali, Colombia; NIT # 800091083-2
(Colombia)

INVERSIONES Y CONSTRUCCIONES COSMOVALLE LTDA. (a.k.a. COSMOVALLE; f.k.a. COMPAX
LTDA.; f.k.a. INVERSIONES Y DISTRIBUCIONES COMPAX LTDA.), Calle 10 No. 4-47 piso 19, Cali,
Colombia; NIT # 800102403-5 (Colombia)

INVERSIONES Y CONSTRUCCIONES SANTA LIMITADA (n.k.a. INVERSIONES SANTA LTDA.), Calle 5
66B-49 piso 3, Cali, Colombia; Calle 5 Oeste 3A-26 apt/of 103, 301, 404, 502, 503, Cali, Colombia; Calle
7 Oeste 25-48, Cali, Colombia; Calle 9 No. 46-69 of. 302, Cali, Colombia; Calle 13 3-32 piso 14, Cali,
Colombia; Carrera 2 Oeste 5-46 of 502, Cali, Colombia; Carrera 4 12-41 piso 14, Edificio Seguros Bolivar,
Cali, Colombia; Carrera 4 12-41 piso 15, Edificio Seguros Bolivar, Cali, Colombia

INVERSIONES Y CONSTRUCCIONES VALLE S.A. (a.k.a. INCOVALLE), Avenida 2N No. 7N-55 of. 501,
Cali, Colombia

INVERSIONES Y DISTRIBUCIONES COMPAX LTDA. (n.k.a. COSMOVALLE; n.k.a. INVERSIONES Y
CONSTRUCCIONES COSMOVALLE LTDA.; f.k.a. COMPAX LTDA.), Calle 10 No. 4-47 piso 19, Cali,
Colombia; NIT # 800102403-5 (Colombia)

INVERVALLE (a.k.a. INVERSIONES INVERVALLE S.A.), Avenida 2N No. 7N-55 of. 501, Cali, Colombia;
Calle 70N No. 14-31, Cali, Colombia

INVHERESA S.A., Avenida 2N No. 7N-55 of. 501, Cali, Colombia; Calle 70N No. 14-31, Cali, Colombia; NIT
# 800108121-0 (Colombia)

KRESSFOR (n.k.a. COOPERATIVA MULTIACTIVA DE COMERCIALIZACION Y SERVICIOS
FARMACOOP; n.k.a. FARMACOOP; f.k.a. LABORATORIOS KRESSFOR DE COLOMBIA S.A.), A.A. 18491,
Bogota, Colombia; Calle 16 28A 51, Bogota, Colombia; Calle 16 28A 57, Bogota, Colombia; Calle 17A 28A
43, Bogota, Colombia; Calle 17A 28 43, Bogota, Colombia; NIT # 830010878-3 (Colombia)

LABORATORIOS BLAIMAR DE COLOMBIA S.A. (n.k.a. COINTERCOS S.A.; n.k.a. CIA.
INTERAMERICANA DE COSMETICOS S.A.; f.k.a. BLAIMAR), Calle 12B No. 27-39, Bogota, Colombia;
Apartado Aereo 33248, Bogota, Colombia; NIT # 860511578-8 (Colombia)

LABORATORIOS BLAIMAR DE COLOMBIA S.A. (n.k.a. COSMEPOP; n.k.a. COOPERATIVA DE
COSMETICOS Y POPULARES COSMEPOP; f.k.a. BLAIMAR; f.k.a. COINTERCOS S.A.; f.k.a. CIA.
INTERAMERICANA DE COSMETICOS S.A.), A.A. 55538, Bogota, Colombia; Calle 12B No. 27-37/39,
Bogota, Colombia; Calle 26 Sur No. 7-30 Este, Bogota, Colombia; Carrera 99 y 100, No. 46A-10, Bodega 4,
Bogota, Colombia; NIT # 800251322-5 (Colombia)

LABORATORIOS BLANCO PHARMA S.A. (n.k.a. COSMEPOP; n.k.a. COOPERATIVA DE COSMETICOS
Y POPULARES COSMEPOP; f.k.a. BLANCO PHARMA S.A.), A.A. 55538, Bogota, Colombia; Calle 12B No.
27-37/39, Bogota, Colombia; Calle 26 Sur No. 7-30 Este, Bogota, Colombia; Carrera 99 y 100 No. 46A-10,
Bodega 4, Bogota, Colombia; NIT # 800251322-5 (Colombia)

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

1273

http://researchhelp.cch.com/License_Agreement.htm


LABORATORIOS GENERICOS VETERINARIOS DE COLOMBIA S.A, Carrera 71 No. 57-07, Bogota,
Colombia

LABORATORIOS KRESSFOR DE COLOMBIA S.A. (n.k.a. COOPERATIVA MULTIACTIVA DE
COMERCIALIZACION Y SERVICIOS FARMACOOP; n.k.a. FARMACOOP; f.k.a. KRESSFOR), A.A. 18491,
Bogota, Colombia; Calle 16 28A 51, Bogota, Colombia; Calle 16 28A 57, Bogota, Colombia; Calle 17A 28A
43, Bogota, Colombia; Calle 17A 28 43, Bogota, Colombia; NIT # 830010878-3 (Colombia)

M. RODRIGUEZ O. Y CIA. S. EN C.S., Cali, Colombia

MANAURE S.A. (f.k.a. AGROPECUARIA LA ROBLEDA S.A.), Avenida 2D Norte No. 24N-76, Cali, Colombia;
Carrera 61 No. 11-58, Cali, Colombia; NIT # 800160353- 2 (Colombia)

MARIELA DE RODRIGUEZ Y CIA. S. EN C., Cali, Colombia.

MAXITIENDAS TODO EN UNO, Avenida Guadalupe con Avenida Simon Bolivar, Cali, Colombia

MERCAVICOLA LTDA., Calle 34 No. 5A-25, Cali, Colombia; Calle 47AN, Cali, Colombia; NIT # 800086338-5
(Colombia)

MIGIL (n.k.a. DISMERCOOP; n.k.a. COOPERATIVA MULTIACTIVA DE EMPLEADOS DE
SUPERMERCADOS Y AFINES; f.k.a. DISTRIBUIDORA MIGIL LTDA.; f.k.a. DISTRIBUIDORA MIGIL
BOGOTA LTDA.; f.k.a. DISTRIBUIDORA MIGIL CALI S.A.; f.k.a. GRACADAL S.A.), Calle 5C No. 41-30, Cali,
Colombia; Carrera 26 No. 5B-65, Cali, Colombia; Carrera 30 No. 5-12, Cali, Colombia; NIT # 805003637-5
(Colombia)

MOMPAX LTDA. (INVERSIONES MOMPAX LTDA.), Calle 10 No. 4-47 piso 19, Cali, Colombia

MUÑOZ Y RODRIGUEZ Y CIA. LTDA., Avenida 6N No. 23DN-26, Cali, Colombia

NOVILLERA (a.k.a. HACIENDA LA NOVILLERA; a.k.a. NOVILLERA GANADERA), Carrera 4 12-41 piso 15,
Edificio Seguros Bolivar, Cali, Colombia; Paso de la Bolsa, Jamundi, Valle del Cauca, Colombia

NOVILLERA GANADERA (a.k.a. HACIENDA LA NOVILLERA; a.k.a. NOVILLERA), Carrera 4 12-41 piso 15,
Edificio Seguros Bolivar, Cali, Colombia; Paso de la Bolsa, Jamundi, Valle del Cauca, Colombia

PENTA PHARMA DE COLOMBIA S.A. (n.k.a. PENTACOOP LTDA.), Calle 17A No. 28A-23; Calle 17A No.
28A-43, Bogota, Colombia; NIT # 830016989-1 (Colombia)

PENTACOOP LTDA. (f.k.a. PENTA PHARMA DE COLOMBIA S.A.), Calle 17A No. 28A-23; Calle 17A No.
28A-43, Bogota, Colombia; NIT # 830016989-1 (Colombia)

PLASTICOS CONDOR LTDA. (n.k.a. FLEXOEMPAQUES LTDA.), Carrera 13 No. 16-62, Cali, Colombia; NIT
# 800044167-2 (Colombia)

PREVENCION Y ANALISIS DE RIESGOS (a.k.a. PREVIA S.A.), Carrera 3 No. 10- 20 of. 202, Cali,
Colombia; Carrera 3 No. 12-40 of. 504, Cali, Colombia

PREVIA S.A. (a.k.a. PREVENCION Y ANALISIS DE RIESGOS), Carrera 3 No. 10- 20 of. 202, Cali,
Colombia; Carrera 3 No. 12-40 of. 504, Cali, Colombia

PROCESADORA DE POLLOS SUPERIOR S.A. (a.k.a. COMERCIALIZADORA INTERNACIONAL VALLE
DE ORO S.A.), A.A. 1689, Cali, Colombia; Avenida 2N No. 7N-55, of. 521, Cali, Colombia; Carrera 3 No.
12-40, Cali, Colombia; Km 17 Recta Cali-Palmira, Palmira, Colombia; NIT # 800074991-3 (Colombia)

PROHUEVO DE COLOMBIA LTDA., 1 Km Antes de Cavasa Palmira-Cali, Colombia; Calle 34 No. 5A-25,
Cali, Colombia; Granja Pio Pio Carretera Cali-Candelaria Km 12, Cali, Colombia; NIT # 800089683-5
(Colombia)

PROYECTO CARS & CARS (a.k.a. CARS & CARS LTDA.; a.k.a. CENTRO COMERCIAL DEL AUTOMOVIL;
a.k.a. COMERCIALIZADORA INTEGRAL LTDA.), Avenida Roosevelt entre carreras 38 y 38A esquinas, Cali,
Colombia
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RADIO UNIDAS FM S.A., Calle 15N No. 6N-34 piso 15, Edificio Alcazar, Cali, Colombia; Calle 19N No.
2N-29 piso 10 Sur, Cali, Colombia

REVISTA DEL AMERICA LTDA., Calle 23AN No. 5AN-19, Cali, Colombia

RIONAP COMERCIO Y REPRESENTACIONES S.A., Quito, Ecuador

SAMARIA ARRENDAMIENTO, Cali, Colombia

SAMARIA CANAS, Cali, Colombia

SAMARIA INTERESES, Cali, Colombia

SAMARIA LTDA., Cali, Colombia

SAMARIA TIERRAS, Cali, Colombia

SANDRANA (a.k.a. HACIENDA SANDRANA; a.k.a. SANDRANA GANADERA), Carrera 4 12-41 piso 15,
Edificio Seguros Bolivar, Cali, Colombia; San Pedro, Valle del Cauca, Colombia

SANDRANA CANAS, Cali, Colombia

SANDRANA GANADERA (a.k.a. HACIENDA SANDRANA; a.k.a. SANDRANA), Carrera 4 12-41 piso 15,
Edificio Seguros Bolivar, Cali, Colombia; San Pedro, Valle del Cauca, Colombia

SERVICIOS INMOBILIARIOS LTDA., Carrera 65 No. 13-82, Cali, Colombia; Avenida 2N No. 7N-55 of. 605,
Cali, Colombia

SERVICIOS SOCIALES LTDA., Barranquilla, Colombia

SOCIEDAD CONSTRUCTORA LA CASCADA S.A. (a.k.a. CONSTRUCTORA CASCADA), Calle 1A
62A-120, Cali, Colombia; Calle 1A 62A-120 B2 108, Cali, Colombia; Calle 1A 62A-120 2305, Cali, Colombia;
Calle 1A 62A-120 2418, Cali, Colombia; Calle 1A 62A-120 4114, Cali, Colombia; Calle 1A 62A-120 6245,
Cali, Colombia; Calle 13 3-32 piso 12 y piso 14, Cali, Colombia; Carrera 4 12-41 of. 1401, Cali, Colombia;
Carrera 4 No. 12-41 of. 1403, Cali, Colombia; Carrera 64 1C-63, Cali, Colombia; Carrera 64 1B-83, Cali,
Colombia

SOCIEDAD CONSTRUCTORA Y ADMINISTRADORA DEL VALLE LTDA. (a.k.a. SOCOVALLE LTDA.),
Avenida 2N No. 7N-55 of. 601-602, Cali, Colombia

SOCIR S.A. (a.k.a. COMERCIALIZADORA OROBANCA), Calle 36A No. 3GN-07 of. 302, Edificio El Parque,
Cali, Colombia; Calle 22N No. 5A-75 of. 702, Edificio Via Veneto, Cali, Colombia

SOCOVALLE LTDA. (a.k.a. SOCIEDAD CONSTRUCTORA Y ADMINISTRADORA DEL VALLE LTDA.),
Avenida 2N No. 7N-55 of. 601-602, Cali, Colombia

SUPERTIENDAS LA REBAJA, Avenida Colombia No. 2-45, Cali Colombia; Calle 9, No. 26-98, Cali,
Colombia

TOBOGON, Avenida Guadalupe con Avenida Simon Bolivar, Cali, Colombia

VALLADARES LTDA. (f.k.a. AGROPECUARIA BETANIA LTDA.), Calle 70N No. 14-31, Cali, Colombia;
Carrera 61 No. 11-58, Cali, Colombia; NIT # 890329123-0 (Colombia)

VALLE COMUNICACIONES LTDA. (a.k.a. VALLECOM), Carrera 60 No. 2A-107, Cali, Colombia

VALLE DE ORO S.A., Cali, Colombia; Pollo Tanrico Km 17 Recta Cali-Palmira, Palmira, Colombia; NIT #
890331067-2 (Colombia)

VALLECOM (a.k.a. VALLE COMUNICACIONES LTDA.), Carrera 60 No. 2A-107, Cali, Colombia

VALORES MOBILIARIOS DE OCCIDENTE S.A., Bogota, Colombia

VIAJES MERCURIO LTDA., Carrera 3 No. 10-02 Local 113, Cali, Colombia

W. HERRERA Y CIA. S. EN C., Avenida 2N 7N-55 of. 501, Cali, Colombia
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Other Individuals -

ABRIL CORTEZ, Oliverio (f.k.a. CORTEZ, Oliverio Abril), Calle 18A No. 8A-20, Jamundi, Colombia; c/o
AGROPECUARIA BETANIA LTDA., Cali, Colombia; c/o CONSTRUCTORA DIMISA LTDA., Cali, Colombia;
c/o INVERSIONES EL PEÑON S.A., Cali, Colombia; c/o INVERSIONES GEMINIS S.A., Cali, Colombia; c/
o VALLADARES LTDA., Cali, Colombia; c/o W. HERRERA Y CIA. S. EN C., Cali, Colombia; Cedula No.
3002003 (Colombia) (individual)

ACERO, Cesar Augusto, Avenida 7N No. 17A-48, Cali, Colombia; c/o AGROPECUARIA LA ROBLEDA S.A.,
Cali, Colombia; Cedula No. 70564947 (Colombia) (individual)

ACEVEDO P., Francisco Luis, Carrera 1 No. 18-52 Cali, Colombia; c/o INVERSIONES INVERVALLE S.A.,
Cali, Colombia; Cedula No. 71660070 (Colombia) (individual)

AGUADO ORTIZ, Luis Jamerson, c/o DISTRIBUIDORA MIGIL LTDA., Cali, Colombia; c/o
FLEXOEMPAQUES LTDA., Cali, Colombia; c/o INVERSIONES Y CONSTRUCCIONES COSMOVALLE
LTDA., Cali, Colombia; c/o PLASTICOS CONDOR LTDA., Cali, Colombia; Cedula No. 2935839 (Colombia)
(individual)

AGUAS LOZADA, Rafael, c/o COSMEPOP, Bogota, Colombia; c/o DROGAS LA REBAJA BOGOTA S.A.,
Bogota, Colombia; c/o LABORATORIOS BLAIMAR DE COLOMBIA S.A., Bogota, Colombia; Cedula No.
11385426 (Colombia) (individual)

AGUDELO GALVEZ, Lieride, c/o INVERSIONES GEMINIS S.A., Cali, Colombia; Cedula No. 6511576
(Colombia) (individual)

AGUDELO, Ivan de Jesus, Avenida 6N No. 47-197 17, Cali, Colombia; c/o INDUSTRIA MADERERA ARCA
LTDA., Cali, Colombia (individual)

AGUILERA QUIJANO, Harold, c/o ASESORIAS COSMOS LTDA., Cali, Colombia; Cedula No. 16594227
(Colombia) (individual)

ALMANZA CANON, Nohora Juliana, c/o COSMEPOP, Bogota, Colombia; Cedula No. 52557912 (Colombia)
(individual)

ALVARADO BONILLA, Alejandro, c/o DROGAS LA REBAJA BOGOTA S.A., Bogota, Colombia; Cedula No.
79641039 (Colombia) (individual)

ALVAREZ GAVIRIA, Jaime Antonio, c/o EXPORT CAFE LTDA., Cali, Colombia; DOB 17 Aug 1947; Cedula
No. 10060853 (Colombia) (individual)

ALZATE SALAZAR, Luis Alfredo, c/o COINTERCOS S.A., Bogota, Colombia; c/o DEPOSITO POPULAR
DE DROGAS S.A., Bogota, Colombia; c/o DROGAS LA REBAJA BOGOTA S.A., Bogota, Colombia; c/o
LABORATORIOS KRESSFOR DE COLOMBIA S.A., Bogota, Colombia; Cedula No. 16595689 (Colombia)
(individual)

AMAYA OROZCO, Luis Alberto, Calle 18N No. 9-46, Cali, Colombia; c/o COMERCIALIZADORA DE
CARNES DEL PACIFICO LTDA., Cali, Colombia; Cedula No. 4882167 (Colombia) (individual)

AMEZQUITA MENESES, Salustio, c/o INVERSIONES GEMINIS S.A., Cali, Colombia; c/o INMOBILIARIA
U.M.V. S.A., Cali, Colombia; Cedula No. 14943885 (Colombia) (individual)

ANDRADE QUINTERO, Ancizar, c/o INMOBILIARIA BOLIVAR LTDA., Cali, Colombia; c/o INMOBILIARIA
U.M.V. S.A., Cali, Colombia; c/o SERVICIOS INMOBILIARIAS LTDA., Cali, Colombia; Cedula No. 16672464
(Colombia) (individual)

ANGULO OROBIO, Jose Francisco, Avenida 4N No. 17-43 apt. 801, Cali, Colombia; c/o INVERSIONES Y
CONSTRUCCIONES VALLE S.A., Cali, Colombia; Cedula No. 16706561 (Colombia) (individual)

ARBELAEZ ALZATE, Rafael, c/o SERVICIOS INMOBILIARIOS LTDA., Cali, Colombia (individual)
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ARBELAEZ GALLON, Gladys, c/o SERVICIOS INMOBILIARIOS LTDA., Cali, Colombia; Cedula No.
31858038 (Colombia) (individual)

ARBELAEZ PARDO, Amparo, Casa No. 19, Avenida Lago, Ciudad Jardin, Cali, Colombia; c/o
INTERAMERICANA DE CONSTRUCCIONES S.A., Cali, Colombia; c/o INVERSIONES ARA LTDA., Cali,
Colombia; c/o LABORATORIOS KRESSFOR DE COLOMBIA S.A., Bogota, Colombia; c/o VALORES
MOBILIARIOS DE OCCIDENTE, Bogota, Colombia; DOB 9 Aug 1950; Passports AC568973 (Colombia),
PE001850 (Colombia); Cedula No. 31218903 (Colombia) (individual)

ARBOLEDA A., Pedro Nicholas (Nicolas), c/o DEPOSITO POPULAR DE DROGAS S.A., Cali, Colombia; c/
o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota, Colombia; Cedula No. 16602372 (Colombia)
(individual)

ARBOLEDA, Julio, c/o INVERSIONES BETANIA LTDA., Cali, Colombia; c/o INVERSIONES EL PEÑON
S.A., Cali, Colombia; Cedula No. 16205508 (Colombia) (individual)

ARIAS RAMIREZ, Jhon Helmer, c/o IMPORTADORA Y COMERCIALIZADORA LTDA., Cali, Colombia;
Cedula No. 16796537 (Colombia) (individual)

ARISTIZABAL ATEHORTUA, Jaime Alberto, c/o COLOR 89.5 FM STEREO, Cali, Colombia; c/o DERECHO
INTEGRAL Y CIA. LTDA., Cali, Colombia; c/o INVERSIONES MIGUEL RODRIGUEZ E HIJO, Cali,
Colombia; c/o RADIO UNIDAS FM S.A., Cali, Colombia; c/o REVISTA DEL AMERICA LTDA., Cali, Colombia;
Cedula No. 16756325 (Colombia) (individual)

ARIZABALETA ARZAYUS, Phanor (Fanor), Avenida 39 No. 15-22, Bogota, Colombia; Calle 110 No. 30-45,
Bogota, Colombia; Carrera 9 No. 9S-35, Buga, Colombia; Carrera 4 No. 12-41 of. 710, Cali, Colombia; c/o
CONSTRUCTORA ALTOS DE RETIRO LTDA., Bogota, Colombia; c/o INVERSIONES ARIO LTDA., Cali,
Colombia; DOB 12 May 1938; Cedula No. 2879530 (Colombia) (individual)

ARJONA ALVARADO, Rafael, c/o ALPHA PHARMA S.A., Bogota, Colombia; c/o FARMATODO S.A.,
Bogota, Colombia; c/o LABORATORIOS BLAIMAR, Bogota, Colombia; c/o LABORATORIOS KRESSFOR
DE COLOMBIA S.A., Bogota, Colombia; Cedula No. 19442698 (Colombia) (individual)

ARLONE FACELLI, Roberto, c/o DISTRIBUIDORA DE DROGAS CONDOR S.A., Bogota, Colombia; Cedula
No. 16632415 (Colombia) (individual)

AVENDAÑO GUTIERREZ, Francisco Eduardo, Carrera 8 No. 66-21 apt. 204, Bogota, Colombia; Transversal
1A No. 69-54 apt. 502, Bogota, Colombia; c/o LABORATORIOS GENERICOS VETERINARIOS, Bogota,
Colombia; Cedula No. 16645182 (Colombia) (individual)

AVILA DE MONDRAGON, Ana Dolores, c/o COMPAX LTDA., Cali, Colombia; c/o INVERSIONES Y
CONSTRUCCIONES COSMOVALLE LTDA., Cali, Colombia; Cedula No. 29183223 (Colombia) (individual)

BAEZA MOLINA, Carlos Alberto, c/o DERECHO INTEGRAL Y CIA. LTDA., Cali, Colombia; c/o
INVERSIONES MIGUEL RODRIGUEZ E HIJO, Cali, Colombia; Cedula No. 16621765 (Colombia) (individual)

BANDERAS, Aracelly, c/o AGROPECUARIA LA ROBLEDA S.A., Cali, Colombia (individual)

BARON DIAZ, Carlos Arturo, c/o DISTRIBUIDORA MIGIL LTDA., Cali, Colombia; c/o GRACADAL S.A.,
Bogota, Colombia; Cedula No. 49994 (Colombia) (individual)

BARONA, Fernando, c/o DISMERCOOP, Cali, Colombia; Cedula No. 16688872 (Colombia) (individual)

BARRIOS SENIOR, Jario Ascanio, c/o PENTACOOP LTDA., Bogota, Colombia; Cedula No. 8723099
(Colombia) (individual)

BECERRA BECERRA, Alvaro, c/o AGROPECUARIA LA ROBLEDA LTDA., Cali, Colombia; Cedula No.
2730788 (Colombia) (individual)

BECHARA SIMANCA, Salim, c/o SOCOVALLE, Cali, Colombia; DOB 26 Jul 1950; Cedula No. 19163957
(Colombia) (individual)
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BENITEZ CASTELLANOS, Cesar Tulio, c/o DROGAS LA REBAJA, Cali, Colombia; c/o RIONAP
COMERCIOS Y REPRESENTACIONES S.A., Quito, Ecuador (individual)

BORRERO Q., Hector Fabio, c/o INMOBILIARIA SAMARIA LTDA., Cali, Colombia; c/o INVERSIONES
SANTA LTDA., Cali, Colombia; c/o SOCIEDAD CONSTRUCTORA LA CASCADA S.A., Cali, Colombia
(individual)

BUITRAGO DE HERRERA, Luz Mery, c/o AGROPECUARIA BETANIA LTDA., Cali, Colombia; c/o
AGROPECUARIA Y REFORESTADORA HERREBE LTDA., Cali, Colombia; c/o CONSTRUEXITO S.A.,
Cali, Colombia; c/o INVERSIONES BETANIA LTDA., Cali, Colombia; c/o INVERSIONES GEMINIS S.A.,
Cali, Colombia; c/o INVERSIONES HERREBE LTDA., Cali, Colombia; c/o INVERSIONES INVERVALLE
S.A., Cali, Colombia; c/o SOCOVALLE, Cali, Colombia; c/o VALLADARES LTDA., Cali, Colombia; c/o W.
HERRERA Y CIA., Cali, Colombia; Cedula No. 29641219 (Colombia) (individual)

BUITRAGO MARIN, Adiela, c/o CONSTRUEXITO S.A., Cali, Colombia; c/o INDUSTRIA AVICOLA
PALMASECA S.A., Cali, Colombia; Cedula No. 31137617 (Colombia) (individual)

BUITRAGO MARIN, Nubia, c/o INMOBILIARIA U.M.V. S.A., Cali, Colombia; Cedula No. 31132922
(Colombia) (individual)

BUITRAGO, Sulay (a.k.a. HERRERA BUITRAGO, Sulay), c/o AGROPECUARIA Y REFORESTADORA
HERREBE LTDA., Cali, Colombia; c/o CONSTRUEXITO S.A., Cali, Colombia; c/o INDUSTRIA AVICOLA
PALMASECA S.A., Cali, Colombia; c/o INVERSIONES HERREBE LTDA., Cali, Colombia (individual)

CALDERON RODRIGUEZ, Solange, c/o INMOBILIARIA AURORA LTDA., Cali, Colombia; c/o
INVERSIONES SANTA LTDA., Cali, Colombia; c/o SOCIEDAD CONSTRUCTORA LA CASCADA S.A., Cali,
Colombia (individual)

CARDONA OCHOA, Carlos Julio, c/o AUREAL INMOBILIARIA LTDA., Bogota, Colombia; c/o GRUPO
SANTA LTDA., Cali, Colombia; Cedula No. 7524996 (Colombia) (individual)

CARDONA RUEDA, Fernando Ivan, c/o COINTERCOS S.A., Bogota, Colombia; c/o DROGAS LA REBAJA
BOGOTA S.A., Bogota, Colombia; c/o LABORATORIOS KRESSFOR DE COLOMBIA S.A., Bogota,
Colombia; Cedula No. 16607447 (Colombia) (individual)

CARMONA, Juan Manuel, c/o INVERSIONES ARA LTDA., Cali, Colombia; c/o INVERSIONES RODRIGUEZ
ARBELAEZ, Cali, Colombia; c/o INVERSIONES RODRIGUEZ MORENO, Cali, Colombia (individual)

CARRILLO SILVA, Armando, c/o DROGAS LA REBAJA, Cali, Colombia; c/o GRACADAL S.A., Bogota,
Colombia; c/o INTERAMERICANA DE CONSTRUCCIONES S.A., Cali, Colombia; c/o INVERSIONES
CAMINO REAL S.A., Cali, Colombia; Cedula No. 16242828 (Colombia) (individual)

CARVAJAL SUAREZ, Luz Mary, c/o DISMERCOOP, Cali, Colombia; Cedula No. 24626230 (Colombia)
(individual)

CASQUETE VARGAS, Orlando, c/o ALFA PHARMA S.A., Bogota, Colombia; c/o LABORATORIOS
GENERICOS VETERINARIOS, Bogota, Colombia; c/o LABORATORIOS KRESSFOR, Bogota, Colombia; c/o
PENTA PHARMA DE COLOMBIA S.A., Bogota, Colombia; Cedula No. 19270159 (Colombia) (individual)

CASTAÑEDA BLANCO, Carlos Julio, c/o COSMEPOP, Bogota, Colombia; Cedula No. 79390781 (Colombia)
(individual)

CASTAÑEDA QUINTERO, Luis Alberto, c/o FARMACOOP, Bogota, Colombia, c/ o PENTACOOP LTDA.,
Bogota, Colombia, c/o LABORATORIOS KRESSFOR DE COLOMBIA S.A., Bogota, Colombia, c/o PENTA
PHARMA DE COLOMBIA S.A., Bogota, Colombia; Cedula No. 6064977 (Colombia) (individual)

CASTAÑEDA RAMIREZ, Lorena Constanza, c/o PENTACOOP LTDA., Bogota, Colombia; c/o PENTA
PHARMA DE COLOMBIA S.A., Bogota, Colombia; Cedula No. 52071011 (Colombia) (individual)

CASTAÑO ARANGO, Fernando, c/o AGROPECUARIA LA ROBLEDA S.A., Cali, Colombia; c/o INDUSTRIA
AVICOLA PALMASECA S.A., Cali, Colombia; Cedula No. 14953602 (Colombia) (individual)
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CASTAÑO PATIÑO, Maria Janet, c/o CONSTRUVIDA S.A., Cali, Colombia; Cedula No. 31149394
(Colombia) (individual)

CASTRILLON CRUZ, Maria Leonor, c/o AGROPECUARIA LA ROBLEDA S.A., Cali, Colombia (individual)

CASTRO DE SANTACRUZ, Amparo, c/o INMOBILIARIA SAMARIA LTDA., Cali, Colombia; c/o
INVERSIONES EL PASO LTDA., Cali, Colombia; c/o INVERSIONES SANTA LTDA., Cali, Colombia; c/
o SAMARIA LTDA., Cali, Colombia; DOB 13 Jan 1948; alt. DOBs 13 Jan 1946, 14 Apr 1959; Passports
PE027370 (Colombia), AA429676 (Colombia); Cedula No. 38983611 (Colombia) (individual)

CASTRO VERGARA, Sandra, c/o INVERSIONES EL PEÑON S.A., Cali, Colombia; Cedula No. 31924082
(Colombia) (individual)

CAVIEDES CRUZ, Leonardo, c/o INVERSIONES SANTA LTDA., Cali, Colombia; DOB: 23 Nov 1952;
Passports AB151486 (Colombia), AC444270 (Colombia), OC444290 (Colombia); Cedula No. 16593470
(Colombia) (individual)

CHACON PACHON, Rodolfo, c/o COSMEPOP, Bogota, Colombia; c/o DISTRIBUIDORA DE DROGAS
CONDOR S.A., Bogota, Colombia; Cedula No. 79538033 (Colombia) (individual)

CHALO (a.k.a. PRADO CUERO, Salomon), Avenida 26 No. 42B-89 Bogota, Colombia; Carrera 101B No.
11B-50 Cali, Colombia; c/o COLOR 89.5 FM STEREO, Cali, Colombia; DOB 1 Aug 1948 (individual)

CHANG BARRERO, Pedro Antonio, c/o DISTRIBUIDORA MIGIL LTDA., Cali, Colombia; c/o RADIO UNIDAS
FM S.A., Cali, Colombia; Cedula No. 14960909 (Colombia) (individual)

CHAVARRO, Hector Fabio, c/o AGROPECUARIA BETANIA LTDA., Cali, Colombia; c/o INVERSIONES
VILLA PAZ S.A., Cali, Colombia; c/o VALLADARES LTDA., Cali, Colombia; Cedula No. 16263212 (Colombia)
(individual)

CLAVIJO GARCIA, Hector Augusto, c/o GANADERIAS DEL VALLE, Cali, Colombia; Cedula No. 16613930
(Colombia) (individual)

CORREA PULGARIN, Ernesto, c/o AGROPECUARIA LA ROBLEDA S.A., Cali, Colombia; Cedula No.
2510585 (Colombia) (individual)

CORTEZ, Oliverio Abril (n.k.a. ABRIL CORTEZ, Oliverio), Calle 18A No. 8A-20, Jamundi, Colombia; c/o
AGROPECUARIA BETANIA LTDA., Cali, Colombia; c/o CONSTRUCTORA DIMISA LTDA., Cali, Colombia;
c/o INVERSIONES EL PEÑON S.A., Cali, Colombia; c/o INVERSIONES GEMINIS S.A., Cali, Colombia; c/
o VALLADARES LTDA., Cali, Colombia; c/o W. HERRERA Y CIA. S. EN C., Cali, Colombia; Cedula No.
3002003 (Colombia) (individual)

CUARTES MORALES, Juan Carlos, c/o INVERSIONES Y CONSTRUCCIONES VALLE S.A., Cali, Colombia;
Cedula No. 16757375 (Colombia) (individual)

CUECA VILLARAGA, Hernan, c/o DROGAS LA REBAJA BOGOTA S.A., Bogota, Colombia; Cedula No.
11352426 (Colombia) (individual)

CUERO MARTINEZ, Otalvaro, c/o INVHERESA S.A., Cali, Colombia (individual)

CULZAT LUGSIR, Rafael Alberto, Calle 7 Oeste No. 2-228, Cali, Colombia; Transveral 3 No. 86-73, Bogota,
Colombia; c/o CONSTRUCTORA ALTOS DEL RETIRO LTDA., Bogota, Colombia; c/o INVERSIONES
CULZAT GUEVARA Y CIA. S.C.S., Cali, Colombia; DOB 23 Oct 1940; Passport P551220 (Colombia);
Cedula No. 14962523 (Colombia) (individual)

DAZA QUIROGA, Hugo Carlos, c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota, Colombia;
c/o DISTRIBUIDORA MYRAMIREZ S.A., Bogota, Colombia; c/o LABORATORIOS GENERICOS
VETERINARIOS S.A., Bogota, Colombia; c/o LABORATORIOS KRESSFOR DE COLOMBIA S.A., Bogota,
Colombia; Cedula No. 19236485 (Colombia) (individual)
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DAZA RIVERA, Pablo Emilio, c/o BLANCO PHARMA S.A., Bogota, Colombia; c/o COLOR 89.5 FM
STEREO, Cali, Colombia; c/o DISTRIBUIDORA MYRAMIZEZ S.A., Bogota, Colombia; c/o DROGAS LA
REBAJA, Cali, Colombia; c/o FARMATODO S.A., Bogota, Colombia; c/o LABORATORIOS KRESSFOR,
Bogota, Colombia; c/ o RIONAP COMERCIO Y REPRESENTACIONES S.A., Quito, Ecuador; Cedula No.
4904545 (Colombia) (individual)

DELGADO, Jorge Armando, c/o ALFA PHARMA S.A., Bogota, Colombia; c/o COINTERCOS S.A.,
Bogota, Colombia; c/o COPSERVIR LTDA., Bogota, Colombia; c/o COSMEPOP, Bogota, Colombia; c/
o DISTRIBUIDORA MYRAMIREZ S.A., Bogota, Colombia; c/o FARMATODO S.A., Bogota, Colombia; c/
o LABORATORIOS BLAIMAR DE COLOMBIA S.A., Bogota, Colombia; c/o LABORATORIOS BLANCO
PHARMA DE COLOMBIA S.A., Bogota, Colombia; c/o LABORATORIOS KRESSFOR DE COLOMBIA S.A.,
Bogota, Colombia; Cedula No. 19354318 (Colombia) (individual)

DIAZ FAJARDO, Ricardo Javier, Carrera 45 No. 166-42B B apt. 206, Bogota, Colombia; c/o COPSERVIR
LTDA., Bogota, Colombia; c/o DISTRIBUIDORA DE DROGAS CONDOR S.A., Bogota, Colombia; c/o
LABORATORIOS BLANCO PHARMA DE COLOMBIA S.A., Bogota, Colombia; Cedula No. 79119795
(Colombia) (individual)

DIAZ, Manuel, c/o COMERCIAL DE NEGOCIOS CLARIDAD Y CIA., Bogota, Colombia; c/o
COMERCIALIZADORA EXPERTA Y CIA. S. EN C., Bogota, Colombia; c/o INMOBILIARIA GALES LTDA,
Bogota, Colombia; Cedula No. 396358 (Colombia) (individual)

DIAZ, Rosa Isabel, c/o INVHERESA S.A., Cali, Colombia (individual)

DIAZ SANCHEZ, Alberto, Carrera 66 No. 5-23, Cali, Colombia; c/o CONCRETOS CALI S.A., Cali, Colombia;
c/o CONSTRUCTORA DIMISA LTDA., Cali, Colombia; c/o INMOBILIARIA U.M.V. S.A., Cali, Colombia; DOB
Jan 1956; Cedula No. 16259623 (Colombia) (individual)

DOMINGUEZ, Fernando, c/o DISMERCOOP, Cali, Colombia; Cedula No. 16701778 (Colombia) (individual)

DOMINGUEZ GARIBELLO (GARIVELLO), Freddy Orlando, c/o INDUSTRIA AVICOLA PALMASECA S.A.,
Cali, Colombia; Cedula No. 16659634 (Colombia) (individual)

DONNEYS GONZALEZ, Federico, c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota, Colombia
(individual)

DUQUE MARTINEZ, Maria Consuelo, c/o FARMACOOP, Bogota, Colombia; c/o LABORATORIOS
KRESSFOR DE COLOMBIA S.A., Bogota, Colombia; Cedula No. 41716296 (Colombia) (individual)

ECHEVERRY TRUJILLO, Martha Lucia, c/o REVISTA DEL AMERICA LTDA., Cali, Colombia; Cedula No.
31151067 (Colombia) (individual)

ECHEVERRY TRUJILLO, Oscar Alberto, Avenida 4N No. 17-23 piso 1, Cali, Colombia; Calle 43N No. 4-05,
Cali, Colombia; c/o COLOR 89.5 FM STEREO, Cali, Colombia (individual)

ESCOBAR BUITRAGO, Walter, c/o INMOBILIARIA BOLIVAR LTDA., Cali, Colombia (individual)

ESTRADA URIBE, Octavio, c/o GRUPO SANTA LTDA., Cali, Colombia; c/o SOCIEDAD CONSTRUCTORA
LA CASCADA S.A., Cali, Colombia (individual)

FERNANDEZ LUNA, Tiberio, c/o COPSERVIR LTDA., Bogota, Colombia; c/o DISTRIBUIDORA DE
DROGAS CONDOR S.A., Bogota, Colombia; c/o LABORATORIOS BLANCO PHARMA DE COLOMBIA S.A.,
Bogota, Colombia; Cedula No. 93286690 (Colombia) (individual)

FIGUEROA DE BRUSATIN, Dacier, c/o W. HERRERA Y CIA. S. EN C., Cali, Colombia; Cedula No.
29076093 (Colombia) (individual)

GALINDO, Gilmer Antonio (a.k.a. GUZMAN TRUJILLO, Carlos Arturo), Carrera 4C No. 53-40 apt. 307,
Cali, Colombia; c/o COMERCIAL DE NEGOCIOS CLARIDAD Y CIA. S. EN C., Bogota, Colombia; c/o
COMERCIALIZADORA EXPERTA Y CIA. S. EN C., Bogota, Colombia; c/o CONSTRUEXITO S.A., Cali,
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Colombia; c/o INDUSTRIA AVICOLA PALMASECA S.A., Cali, Colombia; c/o INMOBILIARIA GALES LTDA,
Bogota, Colombia; Cedula No. 16245188 (Colombia) (individual)

GALINDO HERRERA, Diana Paola, c/o AGROPECUARIA Y REFORESTADORA HERREBE
LTDA., Cali, Colombia; c/o COMERCIAL DE NEGOCIOS CLARIDAD Y CIA., Bogota, Colombia; c/o
COMERCIALIZADORA EXPERTA Y CIA. C. EN C., Bogota, Colombia; c/o CONSTRUEXITO S.A., Cali,
Colombia; c/o INDUSTRIA AVICOLA PALMASECA S.A., Cali, Colombia; c/o INMOBILIARIA GALES LTDA.,
Bogota, Colombia; c/o INVERSIONES HERREBE LTDA., Cali, Colombia (individual)

GALINDO HERRERA, Diego Alexander, c/o AGROPECUARIA Y REFORESTADORA HERREBE
LTDA., Cali, Colombia; c/o COMERCIAL DE NEGOCIOS CLARIDAD Y CIA., Bogota, Colombia; c/o
COMERCIALIZADORA EXPERTA Y CIA. S. EN C., Bogota, Colombia; c/o CONSTRUEXITO S.A., Cali,
Colombia; c/o INDUSTRIA AVICOLA PALMASECA S.A., Cali, Colombia; c/o INMOBILIARIA GALES LTDA.,
Bogota, Colombia; c/o INVERSIONES HERREBE LTDA., Cali, Colombia (individual)

GALLEGO BERRIO, Elizabeth, c/o CONCRETOS CALI S.A., Cali, Colombia; Cedula No. 34529671
(Colombia) (individual)

GALLEGO SANCHEZ, Isaac, c/o DISMERCOOP, Cali, Colombia, c/o GRACADAL S.A., Cali, Colombia;
Cedula No. 6457399 (Colombia) (individual)

GALLEGO SOSSA, Rosa Esperanza, Calle 24AN No. 42BN-61, Cali, Colombia; c/ o CONCRETOS
CALI S.A., Cali, Colombia; c/o CONSTRUCTORA DIMISA LTDA., Cali, Colombia; Cedula No. 43059188
(Colombia) (individual)

GAMBA SANCHEZ, Fernando, c/o DISTRIBUIDORA DE DROGAS CONDOR S.A., Bogota, Colombia;
Cedula No. 19494919 (Colombia) (individual)

GARCES VARGAS, Elmo, c/o INVERSIONES BETANIA LTDA., Cali, Colombia; c/o INVERSIONES
EL PEÑON S.A., Cali, Colombia; c/o SOCOVALLE, Cali, Colombia; Cedula No. 16581793 (Colombia)
(individual)

GARCIA, Freddy (Fredy), c/o PROCESADORA DE POLLOS SUPERIOR S.A., Palmira, Colombia (individual)

GARCIA MANTILLA, Edgar Alberto (a.k.a. GARCIA MOGAR, Edgar; a.k.a. GARCIA MONTELLA, Edgar
Alberto; a.k.a. GARCIA MONTILLA, Edgar Alberto), c/o LABORATORIOS KRESSFOR DE COLOMBIA
S.A., Bogota, Colombia; c/o REVISTA DEL AMERICA LTDA., Cali, Colombia; DOB 28 Nov 1946; Passports
AC365457 (Colombia), PE008603 (Colombia), PO564495 (Colombia), AA294885 (Colombia); Cedula No.
14936775 (Colombia) (individual)

GARCIA MOGAR, Edgar (a.k.a. GARCIA MANTILLA, Edgar Alberto; a.k.a. GARCIA MONTELLA, Edgar
Alberto; a.k.a. GARCIA MONTILLA, Edgar Alberto), c/o LABORATORIOS KRESSFOR DE COLOMBIA
S.A., Bogota, Colombia; REVISTA DEL AMERICA LTDA., Cali, Colombia; DOB 28 Nov 1946; Passports
AC365457 (Colombia), PE008603 (Colombia), PO564495 (Colombia), AA294885 (Colombia); Cedula No.
14936775 (Colombia) (individual)

GARCIA MONTELLA, Edgar Alberto (a.k.a. GARCIA MANTILLA, Edgar Alberto; a.k.a. GARCIA MOGAR,
Edgar; a.k.a. GARCIA MONTILLA, Edgar Alberto), c/o LABORATORIOS KRESSFOR DE COLOMBIA S.A.,
Bogota, Colombia; c/o REVISTA DEL AMERICA LTDA., Cali, Colombia; DOB 28 Nov 1946; Passports
AC365457 (Colombia), PE008603 (Colombia), PO564495 (Colombia), AA294885 (Colombia); Cedula No.
14936775 (Colombia) (individual)

GARCIA MONTILLA, Edgar Alberto (a.k.a. GARCIA MANTILLA, Edgar Alberto; a.k.a. GARCIA MOGAR,
Edgar; a.k.a. GARCIA MONTELLA, Edgar Alberto), c/o LABORATORIOS KRESSFOR DE COLOMBIA
S.A., Bogota, Colombia; c/o REVISTA DEL AMERICA LTDA., Cali, Colombia; DOB 28 Nov 1946; Passports
AC365457 (Colombia), PE008603 (Colombia), PO564495 (Colombia), AA294885 (Colombia); Cedula No.
14936775 (Colombia) (individual)
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GARCIA ROMERO, Audra Yamile, c/o INVHERESA S.A., Cali, Colombia; Cedula No. 66765096 (Colombia)
(individual)

GARZON HERNANDEZ, Rodrigo, c/o DROGAS LA REBAJA, Cali, Colombia (individual)

GARZON RESTREPO, Juan Leonardo, Carrera 7P No. 76-90, Cali, Colombia; Diagonal 53 No. 38A-20
apt. 103, Bogota, Colombia; c/o ALFA PHARMA S.A., Bogota, Colombia; c/o BLANCO PHARMA S.A.,
Bogota, Colombia; c/o DISTRIBUIDORA MYRAMIREZ S.A., Cali, Colombia; c/o DROGAS LA REBAJA,
Cali, Colombia; c/o FARMATODO S.A., Bogota, Colombia; c/o INVERSIONES ARA LTDA., Cali, Colombia;
c/o LABORATORIOS GENERICOS VETERINARIOS DE COLOMBIA S.A., Bogota, Colombia; c/o
LABORATORIOS KRESSFOR DE COLOMBIA S.A., Bogota, Colombia; c/o PENTACOOP LTDA., Bogota,
Colombia; c/o PENTA PHARMA DE COLOMBIA S.A., Bogota, Colombia; c/o VALORES MOBILIARIOS DE
OCCIDENTE S.A., Bogota, Colombia; DOB 14 Jan 1962; Cedula No. 16663709 (Colombia) (individual)

GAVIRIA POSADA, Gilberto, c/o ALFA PHARMA S.A., Bogota, Colombia; c/o BLANCO PHARMA S.A.,
Bogota, Colombia; Cedula No. 16593492 (Colombia) (individual)

GIL OSORIO, Alfonso, c/o BLANCO PHARMA S.A., Bogota, Colombia; c/o DEPOSITO POPULAR DE
DROGAS S.A., Cali, Colombia; c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota, Colombia; c/
o DISTRIBUIDORA DE DROGAS LA REBAJA S.A., Bogota, Colombia; c/o DISTRIBUIDORA MIGIL LTDA.,
Cali, Colombia; c/o FARMATODO S.A., Bogota, Colombia; c/o LABORATORIOS BLAIMAR DE COLOMBIA
S.A., Bogota, Colombia; c/o LABORATORIOS KRESSFOR DE COLOMBIA S.A., Bogota, Colombia; c/o
SERVICIOS SOCIALES LTDA., Barranquilla, Colombia; DOB 17 Dec 1946; alt. DOB 17 Dec 1940; Passports
14949229 (Colombia), 14949279 (Colombia), 14949289 (Colombia), AC342060 (Colombia); Cedula No.
14949279 (Colombia) (individual)

GIRALDO ARBELAEZ, Fernando, c/o INMOBILIARIA U.M.V. S.A., Cali, Colombia; Cedula No. 16249351
(Colombia) (individual)

GIRALDO JARAMILLO, Clara Stella, Avenida 2N No. 19-73 apt. 302, Cali, Colombia; c/o CONCRETOS
CALI S.A., Cali, Colombia; c/o CONSTRUCTORA DIMISA LTDA., Cali, Colombia; Cedula No. 31855785
(Colombia) (individual)

GIRALDO SARRIA, Octavio, c/o INMOBILIARIA U.M.V. S.A., Cali, Colombia (individual)

GIRALDO SARRIA, Rosa Amelia, c/o INMOBILIARIA U.M.V. S.A., Cali, Colombia (individual)

GOMEZ BELTRAN, Jorge, c/o LABORATORIOS GENERICOS VETERINARIOS, Bogota, Colombia; Cedula
No. 19091811 (Colombia) (individual)

GOMEZ BERRIO, Olmes (Holmes) de Jesus, Carrera 1 No. 18-52, Cali, Colombia; c/o INVERSIONES
INVERVALLE S.A., Cali, Colombia; c/o INVERSIONES Y CONSTRUCCIONES VALLE S.A., Cali, Colombia;
Cedula No. 73105133 (Colombia) (individual)

GOMEZ GALINDO, Omaira, Apartado Aereo 38028, Cali, Colombia; Avenida 6N No. 38-90, Cali, Colombia;
c/o CONSTRUCTORA GOPEVA LTDA., Cali, Colombia; Cedula No. 31299825 (Colombia) (individual)

GOMEZ J., Luis Fernando, c/o INMOBILIARIA U.M.V. S.A., Cali, Colombia; Cedula No. 16716914
(Colombia) (individual)

GOMEZ, Julio Humberto, c/o LABORATORIOS GENERICOS VETERINARIOS, Bogota, Colombia; Cedula
No. 19092817 (Colombia) (individual)

GOMEZ LOPEZ, Diego Fernando, c/o CONSTRUCTORA DIMISA LTDA., Cali, Colombia (individual)

GOMEZ MORA, Ricardo, c/o INVERSIONES GEELE LTDA., Bogota, Colombia; c/o LABORATORIOS
GENERICOS VETERINARIOS, Bogota, Colombia; Cedula No. 3249673 (Colombia) (individual)

GOMEZ V., Manuel Antonio, c/o GANADERA LTDA., Cali, Colombia, Cedula No. 7921814 (Colombia)
(individual)
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GONZALEZ QUINTERO, M. Patricia, c/o COINTERCOS S.A., Bogota, Colombia; c/o DISTRIBUIDORA DE
DROGAS CONDOR S.A., Bogota, Colombia; Cedula No. 35415232 (Colombia) (individual)

GONZALEZ ROBLEDO, Julio Cesar, c/o LABORATORIOS GENERICOS VETERINARIOS, Bogota,
Colombia; Cedula No. 2905977 (Colombia) (individual)

GUTIERRES CERDAS, Alvaro (a.k.a. GUTIERREZ CERDAS, Alvaro), c/o DISTRIBUIDORA DE DROGAS
CONDOR LTDA., Bogota, Colombia; DOB: 9 May 1942; Cedula No. 14966562 (Colombia) (individual)

GUTIERREZ ARDILA, Eduardo, c/o EXPORT CAFE LTDA., Cali, Colombia; DOB 8 Aug 1958; Cedula No.
16642433 (Colombia) (individual)

GUTIERREZ BURAGLIA, German, c/o PENTACOOP LTDA., Bogota, Colombia; Cedula No. 19439177
(Colombia) (individual)

GUTIERREZ CANCINO, Fernando Antonio, c/o ALFA PHARMA S.A., Bogota, Colombia; c/o BLANCO
PHARMA S.A., Bogota, Colombia; c/o CREATIONES DEPORTIVAS WILLINGTON LTDA., Cali, Colombia;
c/o DISTRIBUIDORA DE DROGAS LA REBAJA, S.A., Bogota, Colombia; c/o FARMATODO S.A., Bogota,
Colombia; c/o INVERSIONES GEELE LTDA., Bogota, Colombia; c/o LABORATORIOS BLAIMAR DE
COLOMBIA S.A., Bogota, Colombia; c/o LABORATORIOS GENERICOS VETERINARIOS DE COLOMBIA
S.A., Bogota, Colombia; c/o LABORATORIOS KRESSFOR DE COLOMBIA S.A., Bogota, Colombia; c/
o PENTA PHARMA DE COLOMBIA S.A., Bogota, Colombia; c/o SERVICIOS SOCIALES LTDA., Cali,
Colombia; DOB 4 Dec 1941; Cedula No. 6089071 (Colombia) (individual)

GUTIERREZ CERDAS, Alvaro (a.k.a. GUTIERRES CERDAS, Alvaro), c/o DISTRIBUIDORA DE DROGAS
CONDOR LTDA., Bogota, Colombia; DOB: 9 May 1942; Cedula No. 14966562 (Colombia) (individual)

GUTIERREZ LOZANO, Ana Maria, c/o BLANCO PHARMA S.A., Bogota, Colombia; c/o INVERSIONES
GEELE LTDA., Bogota, Colombia; c/o LABORATORIOS GENERICOS VETERINARIOS DE COLOMBIA
S.A., Bogota, Colombia; c/o LABORATORIOS KRESSFOR DE COLOMBIA S.A., Bogota, Colombia; c/
o SERVICIOS SOCIALES LTDA., Barranquilla, Colombia; DOB 1972; Cedula No. 39783954 (Colombia)
(individual)

GUTIERREZ LOZANO, Juan Pablo, c/o BLANCO PHARMA S.A., Bogota, Colombia; c/o INVERSIONES
GEELE LTDA., Bogota, Colombia; c/o LABORATORIOS GENERICOS VETERINARIOS DE COLOMBIA
S.A., Bogota, Colombia; c/o LABORATORIOS KRESSFOR DE COLOMBIA S.A., Bogota, Colombia; c/o
SERVICIOS SOCIALES LTDA., Barranquilla, Colombia; DOB 11 Apr 1972; Passport AC480604 (Colombia);
Cedula No. 79570028 (Colombia) (individual)

GUZMAN TRUJILLO, Carlos Arturo (a.k.a. GALINDO, Gilmer Antonio), Carrera 4C No. 53-40 apt. 307,
Cali, Colombia; c/o COMERCIAL DE NEGOCIOS CLARIDAD Y CIA. S. EN C., Bogota, Colombia; c/o
COMERCIALIZADORA EXPERTA Y CIA. S. EN C., Bogota, Colombia; c/o CONSTRUEXITO S.A., Cali,
Colombia; c/o INDUSTRIA AVICOLA PALMASECA S.A., Cali, Colombia; c/o INMOBILIARIA GALES LTDA,
Bogota, Colombia; Cedula No. 16245188 (Colombia) (individual)

HACHITO SANCHEZ, Angel Alberto, c/o COPSERVIR LTDA., Bogota, Colombia; DOB: 09 Nov 1962; Cedula
No. 17634454 (Colombia) (individual)

HENAO, Alberto Lopez (a.k.a. HENAO LOPEZ, Alberto), c/o ALFA PHARMA S.A., Bogota, Colombia; Cedula
No. 2630951 (Colombia) (individual)

HENAO DE SANCHEZ, Hortensia, c/o ALFA PHARMA S.A., Bogota, Colombia; Cedula No. 29013554
(Colombia) (individual)

HENAO LOPEZ, Alberto (a.k.a. HENAO, Alberto Lopez), c/o ALFA PHARMA S.A., Bogota, Colombia; Cedula
No. 2630951 (Colombia) (individual)

HENAO, Maria Nohelia, c/o INVHERESA S.A., Cali, Colombia; Cedula No. 26271587 (Colombia) (individual)
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HENAO VDA. DE BOTERO, Maria Yolanda, c/o ALFA PHARMA S.A., Bogota, Colombia; Cedula No.
29070489 (Colombia) (individual)

HERNANDEZ C., Hector Fabio, c/o INVERSIONES BETANIA LTDA., Cali, Colombia; c/o INVERSIONES EL
PEÑON S.A., Cali, Colombia; Cedula No. 16615804 (Colombia) (individual)

HERRERA BUITRAGO, Alvaro, Avenida 6N No. 25-14, Cali, Colombia; c/o INDUSTRIA AVICOLA
PALMASECA S.A., Cali, Colombia; DOB 10 Oct 1955; Cedula No. 16258303 (Colombia) (individual)

HERRERA BUITRAGO, Stella, Avenida 1B Oeste No. 1-44 apt. 602, Medeira Building, Cali, Colombia;
c/o AGROPECUARIA Y REFORESTADORA HERREBE LTDA., Cali, Colombia; c/o COMERCIAL DE
NEGOCIOS CLARIDAD Y CIA., Bogota, Colombia; c/o COMERCIALIZADORA EXPERTA Y CIA. S. EN C.,
Bogota, Colombia; c/o CONCRETOS CALI, Cali, Colombia; c/o CONSTRUCTORA DIMISA LTDA., Cali,
Colombia; c/o INDUSTRIA AVICOLA PALMASECA S.A., Cali, Colombia; c/o INMOBILIARIA GALES LTDA.,
Bogota, Colombia; c/o INVERSIONES GEMINIS S.A., Cali, Colombia; c/o INVERSIONES HERREBE LTDA.,
Cali, Colombia; c/o SOCOVALLE LTDA., Cali, Colombia; DOB 7 Oct (year unknown); Cedula No. 31143871
(Colombia) (individual)

HERRERA BUITRAGO, Sulay (a.k.a. BUITRAGO, Sulay), c/o AGROPECUARIA Y REFORESTADORA
HERREBE LTDA., Cali, Colombia; c/o CONSTRUEXITO S.A., Cali, Colombia; c/o INDUSTRIA AVICOLA
PALMASECA S.A., Cali, Colombia; c/o INVERSIONES HERREBE LTDA., Cali, Colombia (individual)

HERRERA BUITRAGO, William, c/o W. HERRERA Y CIA. S. EN C., Cali, Colombia; DOB 29 Nov 1964;
Passport P046550 (Colombia); Cedula No. 16716887 (Colombia) (individual)

HERRERA INFANTE, Alberto, c/o CONSTRUCTORA DIMISA LTDA., Cali, Colombia; c/o INDUSTRIA
AVICOLA PALMASECA S.A., Cali, Colombia; Cedula No. 16637518 (Colombia) (individual)

HERRERA RAMIREZ, Giselle, c/o AGROPECUARIA Y REFORESTADORA HERREBE LTDA., Cali,
Colombia; c/o INDUSTRIA AVICOLA PALMASECA S.A., Cali, Colombia; c/o INVERSIONES HERREBE
LTDA., Cali, Colombia (individual)

HERRERA RAMIREZ, Linda Nicolle, c/o INDUSTRIA AVICOLA PALMASECA S.A., Cali, Colombia
(individual)

HERRERA TOBON, Maria Cecilia, c/o LABORATORIOS GENERICOS VETERINARIOS, Bogota, Colombia;
Cedula No. 31397821 (Colombia) (individual)

HOLGUIN SARRIA, Alvaro, c/o DEPOSITO POPULAR DE DROGAS S.A., Cali, Colombia; c/o DERECHO
INTEGRAL Y CIA. LTDA., Cali, Colombia; c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota,
Colombia; c/o DISTRIBUIDORA MIGIL LTDA., Cali, Colombia; Cedula No. 14950269 (Colombia) (individual)

IBANEZ LOPEZ, Raul Alberto, c/o AGROPECUARIA LA ROBLEDA S.A., Cali, Colombia; c/o GANADERIAS
DEL VALLE S.A., Cali, Colombia; c/o INCOES LTDA., Cali, Colombia; c/o INMOBILIARIA U.M.V. S.A., Cali,
Colombia; Cedula No. 16640123 (Colombia) (individual)

IDARRAGA ESCANDON, Herned (Hernet), Carrera 25A No. 49-73, Cali, Colombia; c/o DISMERCOOP, Cali,
Colombia, c/o GRACADAL S.A., Cali, Colombia; Cedula No. 16595668 (Colombia) (individual)

IDARRAGA ORTIZ, Jaime Ivan, c/o BLANCO PHARMA S.A., Bogota, Colombia; c/ o DEPOSITO POPULAR
DE DROGAS S.A., Cali, Colombia; c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota, Colombia;
c/o DISTRIBUIDORA DE DROGAS LA REBAJA S.A., Bogota, Colombia; c/o DISTRIBUIDORA MIGIL
LTDA., Cali, Colombia; c/o DROGAS LA REBAJA BOGOTA S.A., Bogota, Colombia; c/o FARMATODO
S.A., Bogota, Colombia; c/o INTERAMERICANA DE CONSTRUCCIONES S.A., Cali, Colombia; c/o
LABORATORIOS BLAIMAR DE COLOMBIA S.A., Bogota, Colombia; c/o LABORATORIOS KRESSFOR DE
COLOMBIA S.A., Bogota, Colombia; Cedula No. 8237011 (Colombia) (individual)

IDROBO ZAPATA, Edgar Hernando, c/o INMOBILIARIA U.M.V. S.A., Cali, Colombia; c/o INVERSIONES EL
PEÑON S.A., Cali, Colombia; Cedula No. 6078860 (Colombia) (individual)
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IZQUIERDO OREJUELA, Patricia, c/o LABORATORIOS KRESSFOR DE COLOMBIA S.A., Bogota,
Colombia; Cedula No. 41594424 (Colombia) (individual)

IZQUIERDO QUINTERO, Rosalino, c/o INVERSIONES INVERVALLE S.A., Cali, Colombia; Cedula No.
70111037 (Colombia) (individual)

JAIMES RIVERA, Jose Isidro, c/o ADMINISTRACION INMOBILIARIA BOLIVAR S.A., Cali, Colombia; c/
o PROCESADORA DE POLLOS SUPERIOR S.A., Palmira, Colombia; c/o CONCRETOS CALI S.A., Cali,
Colombia; c/o CONSTRUCTORA DIMISA LTDA., Cali, Colombia; c/o CONSULTORIA EMPRESARIAL
ESPECIALIZA LTDA., Cali, Colombia; c/o GANADERIAS DEL VALLE S.A., Cali, Colombia; c/o INDUSTRIA
DE CARNES LTDA., Pereira, Colombia; c/o INMOBILIARIA U.M.V., Cali, Colombia; c/o INVERSIONES EL
PEÑON, Cali, Colombia; c/o INVERSIONES GEMINIS S.A., Cali, Colombia; c/o SOCOVALLE LTDA., Cali,
Colombia; Cedula No. 10090006 (Colombia) (individual)

JARAMILLO F., Harvy, c/o DISMERCOOP, Cali, Colombia; Cedula No. 16711189 (Colombia) (individual)

LARRANAGA CALVACHE, Juan Carlos, c/o ADMINISTRACION INMOBILIARIA BOLIVAR LTDA., Cali,
Colombia; c/o PROCESADORA DE POLLOS SUPERIOR S.A., Palmira, Colombia; c/o INMOBILIARIA
BOLIVAR LTDA, Cali, Colombia; c/o INVERSIONES EL PEÑON S.A., Cali, Colombia; Cedula No. 12982064
(Colombia) (individual)

LAVERDE GOMEZ, German, c/o CONSTRUCTORA ALTOS DEL RETIRO LTDA., Bogota, Colombia
(individual)

LEAL FLOREZ, Luis Alejandro, c/o COINTERCOS, Bogota, Colombia; c/o DISTRIBUIDORA DE DROGAS
CONDOR S.A., Bogota, Colombia; Cedula No. 7217432 (Colombia) (individual)

LEAL RODRIGUEZ, Jose Guillermo, c/o PENTACOOP LTDA., Bogota, Colombia, c/o PENTA PHARMA
DE COLOMBIA S.A., Bogota, Colombia; c/o LABORATORIOS KRESSFOR DE COLOMBIA S.A., Bogota,
Colombia; Cedula No. 89867 (Colombia) (individual)

LIBREROS DIEZ, Orlando, c/o CONSTRUCTORA DIMISA LTDA., Cali, Colombia. c/o INDUSTRIA AVICOLA
PALMASECA S.A., Cali, Colombia; c/o VALLE COMUNICACIONES LTDA., Cali, Colombia; Cedula No.
16651068 (Colombia) (individual)

LINARES REYES, Jose Ricardo, (a.k.a. LLENARES REYES, Ricardo Jose), c/o ADMINISTRACION
INMOBILIARIA BOLIVAR S.A., Cali, Colombia; c/o CONCRETOS CALI S.A., Cali, Colombia; c/o
CONSTRUEXITO, S.A., Cali, Colombia; c/o INCOVALLE, Cali, Colombia; c/o INVERSIONES BETANIA
LTDA., Cali, Colombia; c/o INVERSIONES EL PEÑON S.A., Cali, Colombia; c/o INVERSIONES HERREBE
LTDA., Cali, Colombia; c/o INVERSIONES INVERVALLE S.A., Cali, Colombia; c/o INVHERESA S.A.,
Cali, Colombia; c/o VIAJES MERCURIO LTDA., Cali, Colombia; c/o W. HERRERA Y CIA S. EN C., Cali,
Colombia; DOB 8 Mar 1955; Passport PO 466638 (Colombia); Cedula No. 14440139 (Colombia) (individual)

LINDO HURTADO, Edgar, c/o INMOBILIARIA U.M.V. S.A., Cali, Colombia (individual)

LLENARES REYES, Ricardo Jose (a.k.a. LINARES REYES, Jose Ricardo), KM 11, No. 58-57, Cali,
Colombia; c/o CONSTRUEXITO S.A., Cali, Colombia; c/o INMOBILIARIA BOLIVAR S.A., Cali, Colombia; c/
o INVERSIONES BETANIA LTDA., Cali, Colombia; c/o INVERSIONES EL PEÑON S.A., Cali, Colombia; c/o
INVERSIONES HERREBE LTDA., Cali, Colombia; c/o INVERSIONES INVERVALLE S.A., Cali, Colombia; c/
o INVERSIONES Y CONSTRUCCIONES VALLE S.A., Cali, Colombia; c/o VIAJES MERCURIO LTDA, Cali,
Colombia; DOB 8 Mar 1955; Passport PO466638 (Colombia); Cedula No. 14440139 (Colombia) (individual)

LONDOÑO DE UPEGUI, Maria del Carmen, c/o INVERSIONES VILLA PAZ S.A., Cali, Colombia (individual)

LOPERA LONDOÑO, Vicente de Jesus, c/o INVERSIONES Y CONSTRUCCIONES VALLE S.A., Cali,
Colombia; Cedula No. 1393107 (Colombia) (individual)

LOPEZ RODRIGUEZ, Cecilia, c/o PROCESADORA DE POLLOS SUPERIOR Cedula No. 14264233
(Colombia) (individual)
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MOSQUERA, Juan Carlos, Calle 24N No. 6-17, Cali, Colombia; c/o INMOBILIARIA U.M.V. S.A., Cali,
Colombia (individual)

MUÑOZ CORTES (CORTEZ), Julio Cesar, c/o BLANCO PHARMA S.A., Bogota, Colombia; c/o COPSERVIR
LTDA., Bogota, Colombia; c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota, Colombia; c/o
DROGAS LA REBAJA BARRANQUILLA S.A., Barranquilla, Colombia; c/o DROGAS LA REBAJA CALI
S.A., Cali, Colombia; c/o DROGAS LA REBAJA PRINCIPAL S.A., Bogota, Colombia; Cedula No. 14938700
(Colombia) (individual)

MUÑOZ PAZ, Adriana del Socorro, c/o INVERSIONES Y CONSTRUCCIONES VALLE S.A., Cali, Colombia;
Cedula No. 31950689 (Colombia) (individual)

MUÑOZ PAZ, Joaquin Emilio, Avenida 4AN No. 47-89, Cali, Colombia; c/o CONSTRUCTORA
DIMISA LTDA., Cali, Colombia; c/o INMOBILIARIA U.M.V. S.A., Cali, Colombia; c/o INVERSIONES Y
CONSTRUCCIONES VALLE S.A., Cali, Colombia; Cedula No. 16788012 (Colombia) (individual)

MUÑOZ RODRIGUEZ, Juan Carlos, c/o BLANCO PHARMA S.A., Bogota, Colombia; c/o DEPOSITO
POPULAR DE DROGAS S.A., Cali, Colombia; c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota,
Colombia; c/o DISTRIBUIDORA DE DROGAS LA REBAJA S.A., Bogota, Colombia; c/o DISTRIBUIDORA
MIGIL LTDA., Cali, Colombia; c/o GRACADAL S.A., Bogota, Colombia; c/o LABORATORIOS BLAIMAR
DE COLOMBIA S.A., Bogota, Colombia; c/o LABORATORIOS KRESSFOR DE COLOMBIA S.A., Bogota,
Colombia; DOB 25 Sep 1964; Passport 16703148 (Colombia); Cedula No. 16703148 (Colombia) (individual)

MUÑOZ RODRIGUEZ, Soraya, c/o BLANCO PHARMA S.A., Bogota, Colombia; c/ o DEPOSITO POPULAR
DE DROGAS S.A., Cali, Colombia; c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota, Colombia;
c/o DISTRIBUIDORA DE DROGAS LA REBAJA S.A., Bogota, Colombia; c/o DISTRIBUIDORA MIGIL
LTDA., Cali, Colombia; c/o LABORATORIOS BLAIMAR DE COLOMBIA S.A., Bogota, Colombia; c/o
LABORATORIOS KRESSFOR DE COLOMBIA S.A., Bogota, Colombia; c/o RADIO UNIDAS FM S.A., Cali,
Colombia; DOB 26 Jul 1967; Passport AC569012 (Colombia); Cedula 31976822 (Colombia) (individual)

MURILLO MURILLO, Jose Tolentino, c/o AGROPECUARIA LA ROBLEDA S.A., Cali, Colombia; Cedula No.
2240779 (Colombia) (individual)

NAIZAQUE PUENTES, Jose de Jesus, Calle 58A S 80C-31, Bogota, Colombia; c/ o COINTERCOS, Bogota,
Colombia; c/o COSMEPOP, Bogota, Colombia; c/o LABORATORIOS BLAIMAR DE COLOMBIA S.A.,
Bogota, Colombia; Cedula No. 19348370 (Colombia) (individual)

NAVARRO REYES, Fernando, c/o DEPOSITO POPULAR DE DROGAS S.A., Bogota, Colombia; c/o
DROGAS LA REBAJA BARRANQUILLA S.A., Barranquilla, Colombia; c/o DROGAS LA REBAJA BOGOTA
S.A., Bogota, Colombia; c/o DROGAS LA REBAJA CALI S.A., Cali, Colombia; c/o DROGAS LA REBAJA
NEIVA S.A., Neiva, Colombia; c/o DROGAS LA REBAJA PEREIRA S.A., Pereira, Colombia; c/o DROGAS
LA REBAJA PRINCIPAL S.A., Bogota, Colombia; Cedula No. 16617177 (Colombia) (individual)

NUÑEZ PEDROZA, Humberto, c/o CONSTRUCTORA ALTOS DEL RETIRO LTDA., Bogota, Colombia;
Cedula No. 4326541 (Colombia) (individual)

OBEYMAR MAFLA, Carlos, c/o MERCAVICOLA LTDA., Cali, Colombia; Cedula No. 6226643 (Colombia)
(individual)

ORDOÑEZ MEDINA, Elizabeth, c/o ADMINISTRACION INMOBILIARIA BOLIVAR S.A., Cali, Colombia; c/o
INMOBILIARIA BOLIVAR LTDA., Cali, Colombia (individual)

ORTIZ PALACIOS, Willington A., Avenida 5AN No. 23D-68 piso 2, Cali, Colombia; Carrera 62 Bis No. 6A,
Cali, Colombia; c/o CREACIONES DEPORTIVAS WILLINGTON LTDA., Cali, Colombia (individual)

OSORIO CADAVID, Maria Victoria, c/o COLOR 89.5 FM STEREO, Cali, Colombia; c/o DERECHO
INTEGRAL Y CIA. LTDA., Cali, Colombia; Cedula No. 31932294 (Colombia) (individual)
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OSORIO PIÑEDA, Jorge Ivan, c/o LABORATORIOS GENERICOS VETERINIARIOS, Bogota, Colombia;
Cedula No. 19270301 (Colombia) (individual)

OSPINA DUQUE, Elssy, c/o GANADERIAS DEL VALLE S.A., Cali, Colombia; Cedula No. 31834998
(Colombia) (individual)

PAREDES GONZALEZ, Nohora, c/o COPSERVIR LTDA., Bogota, Colombia; Cedula No. 36376456
(Colombia) (individual)

PATIÑO RINCON, Octavio, c/o INVERSIONES VILLA PAZ S.A., Cali, Colombia; Cedula No. 2438955
(Colombia) (individual)

PATIÑO URIBE, Carlos Augusto, c/o DISTRIBUIDORA MIGIL LTDA., Cali, Colombia; Cedula No. 16627574
(Colombia) (individual)

PAZ MAHECHA, Gonzalo Rodrigo, Calle 102 No. 48A-08, Bogota, Colombia; Calle 13 No. 4-25 piso 6, Cali,
Colombia; Calle 13A No. 66B-60 apt. 101A, Cali, Colombia; Calle 13A No. 66B-60 apt. 102A, Cali, Colombia;
Calle 13A No. 66B-60 apt. 902A, Cali, Colombia; Carrera 4 No. 11-45 apt. 621, Cali, Colombia; Carrera 4
No. 11-45 apt. 624, Cali, Colombia; Carrera 4 No. 11-45 of. 802, Cali, Colombia; Carrera 4 No. 11-45 of. 809,
Cali, Colombia; Transversal 98 No. 28A-46, Cali, Colombia; c/o S.A., Palmira, Colombia (individual)

LOPEZ VALENCIA, Oscar, Carrera 6A No. 11-43 501-2, Cali, Colombia; c/o FLEXOEMPAQUES LTDA., Cali,
Colombia; c/o PLASTICOS CONDOR LTDA., Cali, Colombia; Cedula No. 10537943 (Colombia) (individual)

LOPEZ ZAPATA, Hernan de Jesus, c/o AGROPECUARIA LA ROBLEDA S.A., Cali, Colombia, c/o
INDUSTRIA MADERERA ARCA LTDA., Cali, Colombia; Cedula No. 16344058 (Colombia) (individual)

LOZANO CANCINO DE GUTIERREZ, Maria Gladys, (a.k.a. LOZANO DE GUTIERREZ, Gladys), c/o
INVERSIONES GEELE LTDA., Bogota, Colombia; c/o LABORATORIOS GENERICOS VETERINARIOS
DE COLOMBIA S.A., Bogota, Colombia; c/o LABORATORIOS KRESSFOR DE COLOMBIA S.A., Bogota,
Colombia; c/o PENTA PHARMA DE COLOMBIA S.A., Bogota, Colombia; c/o SERVICIOS SOCIALES LTDA.,
Bogota, Colombia; DOB 19 Oct 1948; Cedula No. 41444092 (Colombia) (individual)

LOZANO DE GOMEZ, Zilia, c/o BLANCO PHARMA S.A., Bogota, Colombia; c/o LABORATORIOS
GENERICOS VETERINARIOS DE COLOMBIA S.A., Bogota, Colombia; c/o LABORATORIOS KRESSFOR
DE COLOMBIA S.A., Bogota, Colombia; Cedula No. 41577886 (Colombia) (individual)

LOZANO DE GUTIERREZ, Gladys (a.k.a. LOZANO CANCINO DE GUTIERREZ, Maria Gladys), c/o
INVERSIONES GEELE LTDA., Bogota, Colombia; c/o LABORATORIOS GENERICOS VETERINARIOS
DE COLOMBIA S.A., Bogota, Colombia; c/o LABORATORIOS KRESSFOR DE COLOMBIA S.A., Bogota,
Colombia; c/o PENTA PHARMA DE COLOMBIA S.A., Bogota, Colombia; c/o SERVICIOS SOCIALES LTDA.,
Bogota, Colombia; DOB 19 Oct 1948; Cedula No. 41444092 (Colombia) (individual)

LUGO VILLAFAÑE, Jesus Alberto, Calle 70N No. 14-31, Cali, Colombia; c/o CONCRETOS CALI S.A., Cali,
Colombia; c/o INVERSIONES Y CONSTRUCCIONES VALLE S.A., Cali, Colombia; c/o INVHERESA S.A.,
Cali, Colombia; Cedula No. 14977685 (Colombia) (individual)

MARMOLEJO LOAIZA, Carlos Julio, c/o AGROPECUARIA BETANIA LTDA., Cali, Colombia; c/
o PROCESADORA DE POLLOS SUPERIOR S.A., Palmira, Colombia; c/o INDUSTRIA AVICOLA
PALMASECA S.A., Cali, Colombia; c/o INVERSIONES AGRICOLAS AVICOLAS Y GANADERAS LA
CARMELITA LTDA., Cali, Colombia; Cedula No. 16601783 (Colombia) (individual)

MARMOLEJO VACA, Hernan Rodrigo, c/o INVERSIONES INVERVALLE S.A., Cali, Colombia; Cedula No.
14972401 (Colombia) (individual)

MARQUEZ CANOVAS, Alberto, c/o INMOBILIARIA U.M.V. S.A., Cali, Colombia; c/ o SERVICIOS
INMOBILIARIOS LTDA., Cali, Colombia; Cedula No. 14993019 (Colombia) (individual)
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MAZUERO ERAZO, Hugo, c/o GRUPO SANTA LTDA., Cali, Colombia; c/o INVERSIONES SANTA LTDA.,
Cali, Colombia; c/o SOCIEDAD CONSTRUCTORA LA CASCADA S.A., Cali, Colombia; DOB 17 Jul 1936; alt.
DOB 1945; Cedula No. 2445590 (Colombia) (individual)

MILLAN BONILLA, German, c/o CONSTRUVIDA S.A., Cali, Colombia; Cedula No. 14995885 (Colombia)
(individual)

MILLAN RUBIO, Alba Milena, Apartado Aero 31398, Cali, Colombia; c/o CONSTRUCTORA TREMI LTDA.,
Cali, Colombia; Cedula No. 31909155 (Colombia) (individual)

MOGOLLON RUEDA, Eduardo, c/o ALFA PHARMA S.A., Bogota, Colombia; c/o DEPOSITO POPULAR DE
DROGAS S.A., Cali, Colombia; c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota, Colombia; c/
o INVERSIONES RODRIGUEZ MORENO Y CIA. S. EN C., Cali, Colombia; DOB 5 Feb 1953; Cedula No.
19194691 (Colombia) (individual)

MONDRAGON AVILA, Alicia, c/o INVERSIONES Y CONSTRUCCIONES COSMOVALLE LTDA., Cali,
Colombia; Cedula No. 29086010 (Colombia) (individual)

MONDRAGON DE RODRIGUEZ, Mariela, c/o COMPAX LTDA., Cali, Colombia; c/ o INVERSIONES
Y CONSTRUCCIONES COSMOVALLE LTDA., Cali, Colombia; c/o LABORATORIOS KRESSFOR DE
COLOMBIA S.A., Bogota, Colombia; c/o MARIELA DE RODRIGUEZ Y CIA. S. EN C., Cali, Colombia; DOB
12 Apr 1935; Passport 4436059 (Colombia); Cedula No. 29072613 (Colombia) (individual)

MONROY ARCILA, Francisco Jose, c/o CONSTRUCTORA DIMISA LTDA., Cali, Colombia; c/o
INVERSIONES EL PEÑON, Cali, Colombia; c/o INVERSIONES GEMINIS S.A., Cali, Colombia; Cedula No.
79153691 (Colombia) (individual)

MONTAÑO BERMUDEZ, Libardo, c/o LABORATORIOS GENERICOS VETERINARIOS, Bogota, Colombia;
Cedula No. 17083296 (Colombia) (individual)

MONTOYA MARTINEZ, Juan Carlos, c/o AGROPECUARIA BETANIA LTDA., Cali, Colombia; c/o
AGROPECUARIA LA ROBLEDA S.A., Cali, Colombia; c/o INDUSTRIA AVICOLA PALMASECA S.A., Cali,
Colombia; c/o INVERSIONES VILLA PAZ S.A., Cali, Colombia; Cedula No. 16801475 (Colombia) (individual)

MORAN GUERRERO, Mario Fernando, c/o COINTERCOS S.A., Bogota, Colombia; c/o LABORATORIOS
KRESSFOR, Bogota, Colombia; c/o PENTACOOP LTDA., Bogota, Colombia; c/o PENTA PHARMA DE
COLOMBIA S.A., Bogota, Colombia; Cedula No. 12983857 (Colombia) (individual)

MORENO, Carlos Arturo, c/o INVERSIONES EL PEÑON S.A., Cali, Colombia; COLOR 89.5 FM STEREO,
Cali, Colombia; Cedula No. 16590653 (Colombia) (individual)

PELAEZ DE HENAO, Teresa, c/o ALFA PHARMA S.A., Bogota, Colombia; Cedula No. 29013555 (Colombia)
(individual)

PERDOMO ZUÑIGA, Hugo Ivan, c/o CONSTRUVIDA S.A., Cali, Colombia; Cedula No. 16669843 (Colombia)
(individual)

PEREZ GARCIA, Carlos, c/o ASESORIAS COSMOS LTDA., Cali, Colombia; Cedula No. 14920419
(Colombia) (individual)

PEREZ ORTEGA, Publio Eliecer, c/o INVERSIONES VILLA PAZ S.A., Cali, Colombia; Cedula No. 16597479
(Colombia) (individual)

PEREZ SERNA, Wilmar Armando, c/o INVHERESA S.A., Cali, Colombia (individual)

PEREZ VARELA, Jaime Diego, c/o CONSTRUCTORA GOPEVA LTDA., Cali, Colombia; Cedula No.
2895666 (Colombia) (individual)

PIEDRAHITA, Gustavo Adolfo, c/o AGROPECUARIA LA ROBLEDA S.A., Cali, Colombia; Cedula No.
16764002 (Colombia) (individual)
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PINZON, Marco Antonio, c/o DEPOSITO POPULAR DE DROGAS S.A., Cali, Colombia; c/o
DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota, Colombia; Cedula No. 17801803 (Colombia)
(individual)

PIÑEROS LEON, Miguel E., c/o COPSERVIR LTDA., Bogota, Colombia; Cedula No. 468712 (Colombia)
(individual)

POSSO DE LONDOÑO, Maria del Carmen, c/o INVERSIONES VILLA PAZ S.A., Cali, Colombia; Cedula No.
29664243 (Colombia) (individual)

PRADO CUERO, Salomon (a.k.a. CHALO), Avenida 26 No. 42B-89 Bogota, Colombia; Carrera 101B No.
11B-50 Cali, Colombia; c/o COLOR 89.5 FM STEREO, Cali, Colombia; DOB 1 Aug 1948 (individual)

QUIGUA ARIAS, Omar, c/o IMCOMER, Cali, Colombia; c/o INCOES, Cali, Colombia (individual)

QUINTERO SALAZAR, Lisimaco, c/o INMOBILIARIA U.M.V. S.A., Cali, Colombia (individual)

RAMIREZ BUITRAGO, Luis Eduardo, c/o INCOES, Cali, Colombia (individual)

RAMIREZ BUITRAGO, Placido, c/o PROCESADORA DE POLLOS SUPERIOR S.A., Palmira, Colombia
(individual)

RAMIREZ CORTES, Delia Nhora (Nora), c/o ADMINISTRACION INMOBILIARIA BOLIVAR S.A.,
Cali, Colombia; c/o AGROPECUARIA Y REFORESTADORA HERREBE LTDA., Cali, Colombia; c/o
CONSTRUCTORA ALTOS DEL RETIRO LTDA., Bogota, Colombia; c/o CONSTRUEXITO S.A., Cali,
Colombia; c/o INDUSTRIA AVICOLA PALMASECA S.A., Cali, Colombia; c/o INMOBILIARIA BOLIVAR
LTDA., Cali, Colombia; c/o INVERSIONES GEMINIS S.A., Cali, Colombia; c/o INVERSIONES HERREBE
LTDA., Cali, Colombia; c/o INVERSIONES INVERVALLE S.A., Cali, Colombia; c/o SOCOVALLE LTDA.,
Cali, Colombia; c/o VIAJES MERCURIO LTDA., Cali, Colombia; DOB 20 Jan 1959; Cedula No. 38943729
(Colombia) (individual)

RAMIREZ de CASTAÑEDA, Maria, c/o PENTACOOP LTDA., Bogota, Colombia, c/ o PENTA PHARMA DE
COLOMBIA S.A., Bogota, Colombia; Cedula No. 31226330 (Colombia) (individual)

RAMIREZ GARCIA, Manuel Hernan, Calle 5 No. 37A-65 of. 203, Cali, Colombia; Carrera 91 No. 17-17, Casa
4, Cali, Colombia; c/o RADIO UNIDAS FM S.A., Cali, Colombia; Cedula No. 14975762 (Colombia) (individual)

RAMIREZ, James Alberto, c/o ANDINA DE CONSTRUCCIONES S.A., Cali, Colombia; c/o DISMERCOOP,
Cali, Colombia, c/o GRACADAL S.A., Cali, Colombia; c/o INTERAMERICANA DE CONSTRUCCIONES S.A.,
Cali, Colombia; c/o INVERSIONES Y CONSTRUCCIONES COSMOVALLE LTDA., Cali, Colombia; Cedula
No. 16691796 (Colombia) (individual)

RAMIREZ, Julio Cesar, c/o RADIO UNIDAS FM S.A., Cali, Colombia; Cedula No. 16685808 (Colombia)
(individual)

RAMIREZ LIBREROS, Gladys Miriam, c/o DISTRIBUIDORA DE DROGAS LA REBAJA S.A., Bogota,
Colombia; c/o INVERSIONES MOMPAX LTDA., Cali, Colombia; c/o LABORATORIOS BLAIMAR DE
COLOMBIA S.A., Bogota, Colombia; DOB 20 Nov 1945; Passport 38974109 (Colombia); Cedula No.
38974109 (Colombia) (individual)

RAMIREZ M., Oscar, c/o INVERSIONES ARA LTDA., Cali, Colombia; c/o VALORES MOBILIARIOS DE
OCCIDENTE S.A., Bogota, Colombia; c/o RIONAP COMERCIO Y REPRESENTACIONES S.A., Quito,
Ecuador (individual)

RAMIREZ SANCHEZ, Alben, c/o INCOES, Cali, Colombia (individual)

RAMIREZ SUAREZ (SUARES), Luis Carlos, c/o COPSERVIR LTDA., Bogota, Colombia; c/o DROGAS LA
REBAJA BUCARAMANGA S.A., Bucaramanga, Colombia; Cedula No. 19164938 (Colombia) (individual)

RAMIREZ VALENCIANO, William, Calle 3C No. 72-64 10, Cali, Colombia; c/o ADMINISTRACION
INMOBILIARIA BOLIVAR S.A., Cali, Colombia; c/o CONCRETOS CALI S.A., Cali, Colombia; c/o
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CONSTRUCTORA DIMISA LTDA., Cali, Colombia; c/o IMCOMER LTDA., Cali, Colombia; c/o INVERSIONES
EL PEÑON S.A., Cali, Colombia; c/o INVERSIONES GEMINIS S.A., Cali, Colombia; Cedula No. 16694719
(Colombia) RAMOS BONILLA, Blanca Clemencia, c/o COSMEPOP, Bogota, Colombia; c/o LABORATORIOS
BLAIMAR DE COLOMBIA S.A., Bogota, Colombia; Cedula No. 41767311 (Colombia) (individual)

RAMOS RAYO, Heriberto, c/o INVERSIONES VILLA PAZ S.A., Cali, Colombia; Cedula No. 6186403
(Colombia) (individual)

RENDON, Maria Fernanda c/o DISMERCOOP, Cali, Colombia; Cedula No. 38864017 (Colombia) (individual)

RESTREPO HERNANDEZ, Ruben Dario, c/o DISMERCOOP, Cali, Colombia; Cedula No. 10094108
(Colombia) (individual)

RESTREPO VILLEGAS, Camilo, Calle 116 No. 12-49, Bogota, Colombia; c/o FLEXOEMPAQUES LTDA.,
Cali, Colombia; c/o PLASTICOS CONDOR LTDA., Cali, Colombia; Cedula No. 6051150 (Colombia)
(individual)

REYES MURCIA, Edgar, c/o CONSTRUVIDA S.A., Cali, Colombia; Cedula No. 17181081 (Colombia)
(individual)

RICUARTE FLOREZ, Gilma Leonor, c/o LABORATORIOS GENERICOS VETERINARIOS, Bogota,
Colombia; Cedula No. 51640309 (Colombia) (individual)

RIZO, Diego, c/o DISTRIBUIDORA MIGIL LTDA., Cali, Colombia; Cedula No. 144483334 (Colombia)
(individual)

RIZO MORENO, Jorge Luis, Transversal 11, Diagonal 23-30, apt. 304A, Cali, Colombia; c/o
PROCESADORA DE POLLOS SUPERIOR S.A., Palmira, Colombia; c/o CONSTRUCTORA DIMISA
LTDA., Cali, Colombia; c/o CONSTRUVIDA S.A., Cali, Colombia; c/o IMCOMER LTDA., Cali, Colombia;
c/o INDUSTRIA AVICOLA PALMASECA S.A., Cali, Colombia; c/o INCOES LTDA., Cali, Colombia; c/o
INVERSIONES EL PEÑON S.A., Cali, Colombia; c/o SERVICIOS INMOBILIARIOS LTDA., Cali, Colombia;
Cedula No. 16646582 (Colombia) (individual)

RODRIGUEZ ABADIA, William, c/o ANDINA DE CONSTRUCCIONES S.A., Cali, Colombia; c/o ASPOIR
DEL PACIFICO Y CIA. LTDA., Cali, Colombia; c/o BLANCO PHARMA S.A., Bogota, Colombia; c/o
DEPOSITO POPULAR DE DROGAS S.A., Cali, Colombia; c/o DERECHO INTEGRAL Y CIA. LTDA., Cali,
Colombia; c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota, Colombia; c/o DISTRIBUIDORA
DE DROGAS LA REBAJA S.A., Bogota, Colombia; c/o DISTRIBUIDORA MIGIL LTDA., Cali, Colombia;
c/o INTERAMERICANA DE CONSTRUCCIONES S.A., Cali, Colombia; c/o INVERSIONES ARA LTDA.,
Cali, Colombia; c/o INVERSIONES MIGUEL RODRIGUEZ E HIJO, Cali, Colombia; c/o LABORATORIOS
BLAIMAR DE COLOMBIA S.A., Bogota, Colombia; c/o LABORATORIOS KRESSFOR DE COLOMBIA S.A.,
Bogota, Colombia; c/o M. RODRIGUEZ O. Y CIA. S. EN C., Cali, Colombia; c/o MUÑOZ Y RODRIGUEZ
Y CIA. LTDA., Cali, Colombia; c/o RADIO UNIDAS FM S.A., Cali, Colombia; c/o REVISTA DEL AMERICA
LTDA., Cali, Colombia; c/o RIONAP COMERCIO Y REPRESENTACIONES S.A., Quito, Ecuador; c/o
VALORES MOBILIARIOS DE OCCIDENTE S.A., Bogota, Colombia; DOB 31 Jul 1965; Cedula No. 16716259
(Colombia) (individual)

RODRIGUEZ ARBELAEZ, Carolina, c/o INVERSIONES ARA LTDA., Cali, Colombia; DOB 17 May 1979
(individual)

RODRIGUEZ ARBELAEZ, Maria Fernanda, c/o DEPOSITO POPULAR DE DROGAS S.A., Cali, Colombia;
c/o DISTRIBUIDORA DE DROGAS LA REBAJA S.A., Bogota, Colombia; c/o DROGAS LA REBAJA
BOGOTA S.A., Bogota, Colombia; c/o INTERAMERICANA DE CONSTRUCCIONES S.A., Cali, Colombia;
c/o INVERSIONES ARA LTDA., Cali, Colombia; c/o RIONAP COMERCIO Y REPRESENTACIONES S.A.,
Quito, Ecuador; DOB 28 Nov 1973; alt. DOB 28 Aug 1973; Passport AC568974 (Colombia); Cedula No.
66860965 (Colombia) (individual)
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RODRIGUEZ DE MUÑOZ, Haydee (a.k.a. RODRIGUEZ DE ROJAS, Haydee; a.k.a. RODRIGUEZ
OREJUELA, Haydee), c/o BLANCO PHARMA S.A., Bogota, Colombia; c/o CREACIONES DEPORTIVAS
WILLINGTON LTDA., Cali, Colombia; c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota,
Colombia; c/o DISTRIBUIDORA MIGIL LTDA., Cali, Colombia; c/o HAYDEE DE MUÑOZ Y CIA. S. EN C.,
Cali, Colombia; c/o RADIO UNIDAS FM S.A., Cali, Colombia; DOB 22 Sep 1940; Cedula No. 38953333
(Colombia) (individual)

RODRIGUEZ DE ROJAS, Haydee (a.k.a. RODRIGUEZ DE MUÑOZ, Haydee; a.k.a. RODRIGUEZ
OREJUELA, Haydee), c/o BLANCO PHARMA S.A., Bogota, Colombia; c/o CREACIONES DEPORTIVAS
WILLINGTON LTDA., Cali, Colombia; c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota,
Colombia; c/o DISTRIBUIDORA MIGIL LTDA., Cali, Colombia; c/o HAYDEE DE MUÑOZ Y CIA. S. EN C.,
Cali, Colombia; c/o RADIO UNIDAS FM S.A., Cali, Colombia; DOB 22 Sep 1940; Cedula No. 38953333
(Colombia) (individual)

RODRIGUEZ, Jorge Enrique, c/o DISMERCOOP, Cali, Colombia; Cedula No. 16202232 (Colombia)
(individual)

RODRIGUEZ, Manuel, c/o ALFA PHARMA S.A., Cali, Colombia; c/o LABORATORIOS KRESSFOR, Bogota,
Colombia; Cedula No. 17171485 (Colombia) (individual)

RODRIGUEZ MONDRAGON, Alexandra, (a.k.a. RODRIGUEZ MONDRAGON, Maria Alexandra), c/o
BLANCO PHARMA S.A., Bogota, Colombia; c/o DEPOSITO POPULAR DE DROGAS S.A., Cali, Colombia;
c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota, Colombia. c/o DISTRIBUIDORA DE DROGAS
LA REBAJA S.A., Bogota, Colombia; c/o DISTRIBUIDORA MIGIL LTDA., Cali, Colombia; c/o GRACADAL
S.A., Bogota, Colombia; c/o INTERAMERICANA DE CONSTRUCCIONES S.A., Cali, Colombia; c/o
LABORATORIOS BLAIMAR DE COLOMBIA S.A., Bogota, Colombia; c/o MARIELA DE RODRIGUEZ Y CIA.
S. EN C., Cali, Colombia; c/o PENTA PHARMA DE COLOMBIA S.A., Bogota, Colombia; c/o TOBOGON,
Cali, Colombia; DOB 30 May 1969; alt. DOB 05 May 1969; Passport AD359106 (Colombia); Cedula No.
66810048 (Colombia) (individual)

RODRIGUEZ MONDRAGON, Humberto, c/o ANDINA DE CONSTRUCCIONES S.A., Cali, Colombia;
c/o BLANCO PHARMA S.A., Bogota, Colombia; c/o DEPOSITO POPULAR DE DROGAS S.A., Cali,
Colombia; c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota, Colombia; c/o DISTRIBUIDORA
DE DROGAS LA REBAJA S.A., Bogota, Colombia; c/o DISTRIBUIDORA MIGIL LTDA., Cali, Colombia; c/o
FARAMATODO S.A., Bogota, Colombia; c/o GRACADAL S.A., Bogota, Colombia; c/o INTERAMERICANA
DE CONSTRUCCIONES S.A., Cali, Colombia; c/o LABORATORIOS BLAIMAR DE COLOMBIA S.A., Bogota,
Colombia; c/o LABORATORIOS KRESSFOR DE COLOMBIA S.A., Bogota, Colombia; c/o MARIELA DE
RODRIGUEZ Y CIA. S. EN C., Cali, Colombia; c/o MAXITIENDAS TODO EN UNO, Cali, Colombia; c/o
PENTA PHARMA DE COLOMBIA S.A., Bogota, Colombia; c/o RADIO UNIDAS FM S.A., Cali, Colombia;
c/o RIONAP COMERCIO Y REPRESENTACIONES S.A., Quito, Ecuador; DOB 21 Jun 1963; Passport
AD387757 (Colombia); Cedula No. 16688683 (Colombia) (individual)

RODRIGUEZ MONDRAGON, Jaime, c/o BLANCO PHARMA S.A., Bogota, Colombia; c/o DEPOSITO
POPULAR DE DROGAS S.A., Cali, Colombia; c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota,
Colombia. c/o DISTRIBUIDORA DE DROGAS LA REBAJA S.A., Bogota, Colombia; c/o DISTRIBUIDORA
MIGIL LTDA., Cali, Colombia; c/o FARMATODO S.A., Bogota, Colombia; c/o FLEXOEMPAQUES LTDA.,
Cali, Colombia; c/o GRADADAL S.A., Bogota, Colombia; c/o LABORATORIOS BLAIMAR DE COLOMBIA
S.A., Bogota, Colombia; c/o LABORATORIOS KRESSFOR DE COLOMBIA S.A., Bogota, Colombia; c/
o MARIELA DE RODRIGUEZ Y CIA. S. EN C., Cali, Colombia; c/o PENTA PHARMA DE COLOMBIA
S.A., Bogota, Colombia; c/o PLASTICOS CONDOR LTDA., Cali, Colombia; c/o RIONAP COMERCIO Y
REPRESENTACIONES S.A., Quito, Ecuador; Cedula No. 16637592 (Colombia) (individual)

RODRIGUEZ MONDRAGON, Maria Alexandra, (a.k.a. RODRIGUEZ MONDRAGON, Alexandra), c/o
BLANCO PHARMA S.A., Bogota, Colombia; c/o DEPOSITO POPULAR DE DROGAS S.A., Cali, Colombia;
c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota, Colombia. c/o DISTRIBUIDORA DE DROGAS
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LA REBAJA S.A., Bogota, Colombia; c/o DISTRIBUIDORA MIGIL LTDA., Cali, Colombia; c/o GRACADAL
S.A., Bogota, Colombia; c/o INTERAMERICANA DE CONSTRUCCIONES S.A., Cali, Colombia; c/o
LABORATORIOS BLAIMAR DE COLOMBIA S.A., Bogota, Colombia; c/o MARIELA DE RODRIGUEZ Y CIA.
S. EN C., Cali, Colombia; c/o PENTA PHARMA DE COLOMBIA S.A., Bogota, Colombia; c/o TOBOGON,
Cali, Colombia; DOB 30 May 1969; alt. DOB 5 May 1969; Passport AD359106 (Colombia); Cedula No.
66810048 (Colombia) (individual)

RODRIGUEZ MORENO, Juan Pablo, Carrera 65 647, Cali, Colombia; c/o INVERSIONES RODRIGUEZ
MORENO, Cali, Colombia; DOB 30 Jul 1980 (individual) RODRIGUEZ MORENO, Miguel Andres, Carrera 65
No. 6-47, Cali, Colombia; Carrera 66 No. 6-47, Cali, Colombia; c/o INVERSIONES RODRIGUEZ MORENO,
Cali, Colombia; DOB 14 Jul 1977; Passport No. AD253939 (Colombia); Cedula No. 94328841 (Colombia)
(individual)

RODRIGUEZ MORENO, Stephanie (Stethanine), c/o INVERSIONES RODRIGUEZ MORENO, Cali,
Colombia (individual)

RODRIGUEZ OREJUELA DE GIL, Amparo, c/o BLANCO PHARMA S.A., Bogota, Colombia; c/o
CREACIONES DEPORTIVAS WILLINGTON LTDA., Cali, Colombia; c/o DEPOSITO POPULAR DE
DROGAS S.A., Cali, Colombia; c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota, Colombia;
c/o DISTRIBUIDORA MIGIL LTDA., Cali, Colombia; c/o LABORATORIOS BLAIMAR DE COLOMBIA S.A.,
Bogota, Colombia; c/o LABORATORIOS KRESSFOR DE COLOMBIA S.A., Bogota, Colombia; c/o RADIO
UNIDAS FM S.A., Cali, Colombia; DOB 13 Mar 1949; Passport AC342062 (Colombia); Cedula No. 31218703
(Colombia) (individual)

RODRIGUEZ OREJUELA, Haydee (a.k.a. RODRIGUEZ DE MUÑOZ, Haydee; a.k.a. RODRIGUEZ DE
ROJAS, Haydee), c/o BLANCO PHARMA S.A., Bogota, Colombia; c/o CREACIONES DEPORTIVAS
WILLINGTON LTDA., Cali, Colombia; c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota,
Colombia; c/o DISTRIBUIDORA MIGIL LTDA., Cali, Colombia; c/o HAYDEE DE MUÑOZ Y CIA. S. EN C.,
Cali, Colombia; c/o RADIO UNIDAS FM S.A., Cali, Colombia; DOB 22 Sep 1940; Cedula No. 38953333
(Colombia) (individual)

RODRIGUEZ RAMIREZ, Claudia Pilar (Patricia), c/o DEPOSITO POPULAR DE DROGAS S.A., Cali,
Colombia; c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota, Colombia; c/o DISTRIBUIDORA
DE DROGAS LA REBAJA S.A., Bogota, Colombia; c/o DISTRIBUIDORA MIGIL LTDA., Cali, Colombia; c/
o FARMATODO S.A., Bogota, Colombia; c/o GRACADAL S.A., Bogota, Colombia; c/ o INTERAMERICANA
DE CONSTRUCCIONES S.A., Cali, Colombia; c/o LABORATORIOS BLAIMAR DE COLOMBIA S.A., Bogota,
Colombia; c/o LABORATORIOS KRESSFOR DE COLOMBIA S.A., Bogota, Colombia; DOB 30 Jun 1963;
alt. DOB 30 Aug 1963; alt. DOB 1966; Passports 007281 (Colombia), P0555266 (Colombia); Cedula No.
51741013 (Colombia) (individual)

ROJAS MEJIA, Hernan, Calle 2A Oeste No. 24B-45 apt. 503A, Cali, Colombia; Calle 6A No. 9N-34, Cali,
Colombia; c/o COLOR 89.5 FM STEREO, Cali, Colombia; DOB 28 Aug 1948; Cedula No. 16242661
(Colombia) (individual)

ROJAS ORTIS, Rosa, c/o ALFA PHARMA S.A., Cali, Colombia; Cedula No. 26577444 (Colombia)
(individual)

ROSALES DIAZ, Hector Emilio, c/o ADMINISTRACION INMOBILIARIA BOLIVAR S.A., Cali, Colombia;
c/o CONCRETOS CALI S.A., Cali, Colombia; c/o CONSTRUCTORA DIMISA LTDA., Cali, Colombia; c/
o INDUSTRIA AVICOLA PALMASECA S.A., Cali, Colombia; c/o INVERSIONES GEMINIS S.A., Cali,
Colombia; c/o INVERSIONES EL PEÑON S.A., Cali, Colombia; c/o INVERSIONES VILLA PAZ S.A., Cali,
Colombia; c/o MERCAVICOLA LTDA., Cali, Colombia; Cedula No. 16588924 (Colombia) (individual)

ROZO C., Miguel, c/o CONSTRUCTORA ALTOS DEL RETIRO LTDA., Bogota, Colombia; Cedula No.
17093270 (Colombia) (individual)
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ROZO VARON, Luis Carlos, c/o BLANCO PHARMA S.A., Bogota, Colombia; c/o FARMATODO S.A., Bogota,
Colombia; c/o LABORATORIOS GENERICOS VETERINARIOS, Bogota, Colombia; c/o LABORATORIOS
KRESSFOR, Bogota, Colombia; Cedula No. 5838525 (Colombia) (individual)

RUEDA FAJARDO, Herberth Gonzalo, c/o FARMACOOP, Bogota, Colombia; c/o LABORATORIOS
GENERICOS VETERINARIOS, Bogota, Colombia; c/o LABORATORIOS KRESSFOR DE COLOMBIA S.A.,
Bogota, Colombia; Cedula No. 12126395 (Colombia) (individual)

RUIZ HERNANDEZ, Gregorio Rafael, c/o COMERCIALIZADORA OROBANCA, Cali, Colombia; DOB 20 May
1963; Cedula No. 16823501 (Colombia) (individual)

SAAVEDRA RESTREPO, Jesus Maria, Calle 5 No. 46-83 Local 119, Cali, Colombia; c/o CONCRETOS CALI
S.A., Cali, Colombia; c/o CONSTRUCTORA DIMISA LTDA., Cali, Colombia; c/o INMOBILIARIA U.M.V. S.A.,
Cali, Colombia; DOB 10 Jul 1958; Cedula No. 16603482 (Colombia) (individual)

SALAZAR, Jose Leonel, c/o PROCESADORA DE POLLOS SUPERIOR S.A., Palmira, Colombia; c/o
INMOBILIARIA U.M.V. S.A., Cali, Colombia (individual)

SALCEDO RAMIREZ, Jaime, c/o INMOBILIARIA U.M.V. S.A., Cali, Colombia; Cedula No. 16706222
(Colombia) (individual)

SALCEDO RAMIREZ, Nhora Clemencia; c/o ADMINISTRACION INMOBILIARIA BOLIVAR S.A., Cali,
Colombia; c/o INMOBILIARIA BOLIVAR LTDA., Cali, Colombia; Cedula No. 31273613 (Colombia) (individual)

SALDARRIAGA ACEVEDO, Carlos Omar, Calle 9B No. 50-100 apt. 102, Cali, Colombia; c/o RADIO UNIDAS
FM S.A., Cali, Colombia; DOB 16 Jan 1954; Cedula No. 14998632 (Colombia) (individual)

SANCHEZ DE VALENCIA, Dora Gladys, c/o INMOBILIARIA U.M.V. S.A., Cali, Colombia; DOB 7 Aug 1955;
Cedula No. 31273248 (Colombia) (individual)

SANTACRUZ CASTRO, Ana Milena, c/o AUREAL INMOBILIARIA LTDA., Bogota, Colombia; c/o
INMOBILIARIA SAMARIA LTDA., Cali, Colombia; c/o INVERSIONES EL PASO LTDA., Cali, Colombia; c/
o INVERSIONES SANTA LTDA., Cali, Colombia; c/o SAMARIA LTDA., Cali, Colombia; c/o SOCIEDAD
CONSTRUCTORA LA CASCADA S.A., Cali, Colombia; DOB 31 Mar 1965; Passports 31929808 (Colombia),
AB151189 (Colombia); Cedula No. 31929808 (Colombia) (individual)

SANTACRUZ CASTRO, Sandra, c/o INMOBILIARIA SAMARIA LTDA., Cali, Colombia; DOB 28 Sep 1973;
SSN 090-80-3433; Passports 043827307 (United States), D1690693 (United States), 100330728 (United
States), J24728201 (Country unknown) (individual)

SARRIA HOLGUIN, Ramiro (Robert), Avenida 6N No. 23D-16 of. L301, Cali, Colombia; Carrera 100 No.
11-60 of. 603, AA 20903, Cali, Colombia; c/o INVERSIONES ARA LTDA., Cali, Colombia; c/o INVERSIONES
MIGUEL RODRIGUEZ E HIJO, Cali, Colombia; c/o INVERSIONES RODRIGUEZ ARBELAEZ, Cali,
Colombia; c/o INVERSIONES RODRIGUEZ MORENO, Cali, Colombia (individual)

SEPULVEDA SEPULVEDA, Manuel Salvador, c/o INMOBILIARIA U.M.V. S.A., Cali, Colombia; c/o
INVHERESA S.A., Cali, Colombia; Cedula No. 16855038 (Colombia) (individual)

SERNA, Maria Norby, c/o INVHERESA S.A., Cali, Colombia; Cedula No. 29475049 (Colombia) (individual)

SERRANO, Jose Delio, c/o DISMERCOOP, Cali, Colombia; Cedula No. 16711205 (Colombia) (individual)

SILVA PERDOMO, Alejandro, c/o CONSTRUVIDA S.A., Avenida 2N No. 7N-55 y No. 521, Cali, Colombia; c/
o INDUSTRIA AVICOLA PALMASECA S.A., Cali, Colombia; Cedula No. 14983500 (Colombia) (individual)

SOLAQUE SANCHEZ, Alfredo Alfonso, c/o ALFA PHARMA S.A., Bogota, Colombia; c/o DISTRIBUIDORA
DE DROGAS CONDOR S.A., Bogota, Colombia; c/o LABORATORIOS BLAIMAR DE COLOMBIA S.A.,
Bogota, Colombia; c/o LABORATORIOS KRESSFOR DE COLOMBIA S.A., Bogota, Colombia; c/o
PENTACOOP LTDA., Bogota, Colombia; c/o PENTA PHARMA DE COLOMBIA S.A., Bogota, Colombia;
Cedula No. 79261845 (Colombia) (individual)
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SOTO CELIS, Oscar, c/o COPSERVIR LTDA., Bogota, Colombia; Cedula No. 16546889 (Colombia)
(individual)

SOTO GUTIERREZ, Hernan, c/o INVERSIONES ARIO LTDA, Cali, Colombia (individual)

TORRES CORTES, Joselin, c/o AUREAL INMOBILIARIA LTDA., Bogota, Colombia; Cedula No. 19482747
(Colombia) (individual)

TORRES LOZANO, Isolina, c/o COSMEPOP, Bogota, Colombia; c/o LABORATORIOS BLAIMAR DE
COLOMBIA S.A., Bogota, Colombia; Cedula No. 28796392 (Colombia) (individual)

TREJOS MARQUEZ, Arnulfo, Carrera 4 No. 9-17 of. 308, AA 38028, Cali, Colombia; c/o CONSTRUCTORA
TREMI LTDA., Cali, Colombia; Cedula No. 6090595 (Colombia) (individual)

TRIANA TEJADA, Luis Humberto, c/o COMERCIALIZADORA DE CARNES DEL PACIFICO LTDA., Cali,
Colombia; Cedula No. 4916206 (Colombia); (individual)

TRUJILLO CAICEDO, Francisco Javier (Pacho); Calle 8 Oeste No. 24C-75 apt. 1501, Cali, Colombia; Calle
13C No. 75-95 piso 2, Cali, Colombia; Carrera 76A No. 6-34 apt. 107, Cali, Colombia; c/o COLOR 89.5 FM
STEREO, Cali, Colombia; DOB 23 Nov 1960; Cedula No. 16264395 (Colombia) (individual)

URIBE GONZALEZ, Jose Abelardo, c/o PROCESADORA DE POLLOS SUPERIOR S.A., Palmira, Colombia;
PROCESADORA DE POLLOS SUPERIOR S.A., Palmira, Colombia; c/o CONSULTORIA EMPRESARIAL
ESPECIALIZADA LTDA., Cali, Colombia; c/o INMOBILIARIA U.M.V. S.A., Cali, Colombia; c/o SERVICIOS
INMOBILIARIOS LTDA., Cali, Colombia; Cedula No. 16647906 (Colombia) (individual)

VALDIVIESO FONTAL, Diego, c/o VALLADARES LTDA., Cali, Colombia; Cedula No. 16662362 (Colombia)
(individual)

VALENCIA ARIAS, Jhon Gavy (John Gaby), Avenida 7N No. 17A-46, Cali, Colombia; Carrera 76 No. 6-200
102, Cali, Colombia; c/o INVERSIONES BETANIA LTDA., Cali, Colombia; c/o INVERSIONES EL PEÑON
S.A., Cali, Colombia; Cedula No. 16741491 (Colombia) (individual)

VALENCIA ARIAS, Luis Fernando, c/o INVERSIONES BETANIA LTDA., Cali, Colombia; c/o INVERSIONES
EL PEÑON S.A., Cali, Colombia; c/o INVERSIONES GEMINIS S.A., Cali, Colombia; Cedula No. 71626881
(Colombia) (individual)

VALENCIA DE JARAMILLO, Maria Diocelina, c/o AGROPECURIA LA ROBLEDA S.A., Cali, Colombia
(individual)

VALENCIA FRANCO, Manuel, c/o GANADERIAS DEL VALLE S.A., Cali, Colombia (individual)

VALENCIA, Jesus Antonio, c/o DISMERCOOP, Cali, Colombia; Cedula No. 16447249 (Colombia) (individual)

VALENCIA, Reynel (Reinel), c/o PROCESADORA DE POLLOS SUPERIOR S.A., Palmira, Colombia; c/o
GANADERIAS DEL VALLE S.A., Cali, Colombia; c/o INMOBILIARIA U.M.V. S.A., Cali, Colombia; Cedula No.
16258610 (Colombia) (individual)

VARGAS GARCIA, Carlos Alberto, Quito, Ecuador; c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA.,
Bogota, Colombia; c/o RIONAP COMERCIO Y REPRESENTACIONES S.A., Quito, Ecuador (individual)

VARGAS LOPEZ, Gustavo Adolfo, c/o AGROPECUARIA LA ROBLEDA S.A., Cali, Colombia; c/o
INDUSTRIA MADERERA ARCA LTDA., Cali, Colombia; c/o INVERSIONES VILLA PAZ S.A., Cali, Colombia;
Cedula No. 6457925 (Colombia) (individual)

VICTORIA, Mercedes, c/o COLOR 89.5 FM STEREO, Cali, Colombia; c/o COMPAX LTDA., Cali, Colombia;
c/o INVERSIONES GEELE LTDA., Bogota, Colombia; c/o LABORATORIOS KRESSFOR, Bogota, Colombia
(individual)

VICTORIA POTES, Nestor Raul, Calle 70N No. 14-31, AA 26397, Cali, Colombia; c/o ADMINISTRACION
INMOBILIARIA BOLIVAR S.A., Cali, Colombia; c/o AGROPECUARIA BETANIA LTDA., Cali, Colombia; c/o
AGROPECUARIA LA ROBLEDA S.A., Cali, Colombia; c/o GANADERIAS DEL VALLE S.A., Cali, Colombia;
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c/o INDUSTRIA AVICOLA PALMASECA S.A., Cali, Colombia; c/o INVERSIONES VILLA PAZ S.A., Cali,
Colombia; c/o PROHUEVO DE COLOMBIA LTDA., Cali, Colombia; Cedula No. 16247701 (Colombia)
(individual)

VILLALOBOS CASTAÑO, Luis Enrique, c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota,
Colombia; Cedula No. 14875020 (Colombia) (individual)

VILLEGAS ARIAS, Maria Deisy (Deicy), Calle 66 No. 1A-6 51, Cali, Colombia; c/o CONCRETOS CALI
S.A., Cali, Colombia; c/o CONSTRUEXITO S.A., Cali, Colombia; c/o GANADERIAS DEL VALLE S.A.,
Cali, Colombia; c/o INDUSTRIA MADERERA ARCA LTDA, Cali, Colombia; c/o SOCOVALLE LTDA., Cali,
Colombia; Cedula No. 31200871 (Colombia) (individual)

VILLEGAS BOLAÑOS, Silver Amido, c/o ADMINISTRACION INMOBILIARIA BOLIVAR S.A., Cali, Colombia;
c/o CONCRETOS CALI S.A., Cali, Colombia; c/o CONSULTORIA EMPRESARIAL ESPECIALIZADA LTDA.,
Cali, Colombia; c/o GANADERIAS DEL VALLE S.A., Cali, Colombia; Cedula No. 10480869 (Colombia)
(individual)

VILLOTA GALVIS, Fernando, c/o FARMACOOP, Bogota, Colombia; c/o LABORATORIOS KRESSFOR DE
COLOMBIA S.A., Bogota, Colombia; Cedula No. 17118703 (Colombia) (individual)

ZABALETA SANDOVAL, Nestor, Apartado Aereo 91095; c/o BLANCO PHARMA S.A., Bogota, Colombia;
c/o LABORATORIOS KRESSFOR DE COLOMBIA S.A., Bogota, Colombia; DOB 17 Sep 1925; Cedula No.
2901313 (Colombia); Passports 1690693 (United States), 100330728 (United States), J24728201 (Country
unknown) (individual)

ZAMBRANO CERON, Maria Concepcion, c/o AGROPECUARIA LA ROBLEDA S.A., Cali, Colombia
(individual)

ZAMBRANO MADRONERO, Carmen Alicia, c/o COSMEPOP, Bogota, Colombia; Cedula No. 30738265
(Colombia) (individual)

ZAMORA, Jose Hernan, c/o GANADERIAS DEL VALLE S.A., Cali, Colombia (individual)

ZUÑIGA OSORIO, Marco Fidel, c/o FARMATODO S.A., Bogota, Colombia; c/o LABORATORIOS BLANCO
PHARMA, Bogota, Colombia (individual)

The Treasury Department's Office of Foreign Assets Control also administers sanctions programs involving
Libya, Iraq, the Federal Republic of Yugoslavia (Serbia and Montenegro) and Bosnian Serb-controlled areas
of the Republic of Bosnia and Herzegovina, Cuba, the National Union for the Total Independence of Angola
(UNITA), North Korea, Iran, Syria, Sudan, international Terrorists, and Burma (Myanmar). For additional
information about these programs or about sanctions against Narcotics Traffickers, please contact the:

OFFICE OF FOREIGN ASSETS CONTROL

U.S. Department of the Treasury

Washington, D.C. 20220

202/622-2520

Copyright 2019, NYSE Group, Inc. All rights reserved.
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May 20, 1997

  

Member Firm Regulation

 TO: Members And Member Organizations

ATTENTION: Chief Operations Officers/Partners

SUBJECT : Implementation Of The Depository Trust Company (“DTC”) Initial Public Offering (IPO)
Tracking System

On June 2, 1997, the DTC IPO Tracking System, which monitors “flipping” in an automated fashion, will
become fully implemented. (See attached DTC Executive Important Notice No. 0737-97, dated April 21,
1997.)

Therefore, beginning June 2, 1997 members and member organizations must comply with Exchange Rule
227 which requires domestic issuers, before an issue of securities is listed, to represent to the appropriate
national securities exchange (or national securities association), that a CUSIP number identifying the
securities has been included in the file of eligible issues maintained by a registered securities depository. In
this regard, it should be noted that assignment of a CUSIP number does not render a security “depository

eligible” within the meaning of Exchange Rule 226 *   until the actual commencement of trading in such
security on the Exchange.

Upon the June 2, 1997 implementation of DTC's IPO Tracking System, lead managers will be required to
distribute new issues by book-entry through a registered securities depository in order to be listed for trading
on the Exchange. As a result, lead managers will no longer have the ability to track issues physically.

Members and member organizations are urged to carefully review the aforementioned DTC Executive
Important Notice for further information regarding the System and pre-testing requirements for lead managers
before system utilization for an actual IPO.

Questions related to this matter should be directed to Raymond J. Hennessy at (212) 656-8338 or Bernadette
Chichetti at (212) 656-6934.

Salvatore Pallante

Senior Vice President

THE DEPOSITORY TRUST COMPANY

IMPORTANT

Executive Important Notice

B#: 0737-97

DATE: April 21, 1997

TO: All Participants

FROM: Glenn E. Mangold, Executive Vice President

ATTENTION: Managing Partner/Director; Cashier; Syndicate and Operations Managers

SUBJECT: Implementation of DTC's Initial Public Offering (IPO) Tracking System
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On June 2, 1997, DTC will bring to full implementation its IPO Tracking System, which monitors, “flipping”
in an automated fashion. In Important Notice B# 1906-96, dated October 31, 1996, DTC stated that DTC
anticipated full implementation in mid-1997 if the pilot was successful.

As the system has tracked 38 issues successfully, the pilot stage will conclude on May 30. The pilot began in
June 1996 and has slowly increased in scope, with more issues being tracked simultaneously.

On and after June 2, lead managers will be bound by the rules of the securities exchanges and the National
Association of Securities Dealers (NASD) that require new issues to be distributed by book-entry through a
registered securities depository in order to be listed for trading on the exchanges or made eligible for inclusion
in NASDAQ. As a result, lead managers will no longer have the ability to track issues physically.

It is imperative, then, that every lead manager be prepared to properly use the system. To uphold the
integrity of the system by minimizing inaccurate use of the system, DTC requires that lead managers
successfully process at least one distribution in test mode before using the system for an actual IPO.
Lead managers that have not tested with the IPO Tracking System will therefore not be able to track
IPOs through any means on or after June 2.

Lead managers have indicated to DTC in response to a telephone survey that they are prepared to differing
degrees. To date:

•22% of lead managers have tracked or are in the process of tracking issues during the pilot phase in a
production environment.

•10% of lead managers have successfully tested in a test environment.

•13% of lead managers are service bureau users waiting for their service bureaus to test.

•10% of lead managers have indicated they will test before the end of April.

•11% of lead managers have indicated they will test during May.

•29% of lead managers have been advised by DTC personnel to set up a test but have not yet done so.

•5% of lead managers are in special situations that make testing unnecessary.

Lead managers that have successfully tested account for approximately 71% of new issuances. DTC
anticipates that June 2 this figure will approximate 90%.

If your organization acts as a lead manager for IPOs and has already tested with the system, call DTC's
Underwriting Department immediately, at the number noted below, to set up a test.

All Participants.—not just those acting as lead managers.—should be ready to interface with DTC
relative to all aspects of the system. Documentation is available on the automated interfaces to the system
as well as the PTS update and inquiry capabilities.

Participants can direct calls on IPO to various departments, depending on the nature of the specific inquiry.
The following is a guide:

“Work-in-progress” (urgent) calls (help with         DTC's Training Department,
 1-800-545-1276, outside New

IPO functions)                                       York State and (212) 709-1135 in New
 York

Testing/setting up new issues                        DTC's Underwriting Department at
 (212) 898-3705
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Basic information calls                              Your Participant Services
 representative; DTC's Underwriting

                                                     Department at (212) 898-3705

Business issue calls (major proposals,               Catherine Brown, (212) 709-1687,
 Sheryl Kort, (212) 709-1040,

project history regulatory mandates)                 Val Stevens, (212) 709-1110, Product
 Development;

                                                     or Melissa Rosenberg, (212)
 709-1105, Participant Services

Computer-to-Computer Facility                        Sandy Weinberger, Participant
 Interface Planning, (212)

                                                     558-2699.

Settlement questions                                 DTC's Settlement Department, (212)
 558-5816

On June 2 and for an appropriate time thereafter, DTC will have staff designated specifically to answer IPO-
related inquiries.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

*  The term "depository eligible securities" is defined in Rule 226(d) as securities that (i) are part of an
issue (securities identified by a single CUSIP number) of securities that is eligible for deposit at a
securities depository and (ii) with respect to a particular transaction, are eligible for book-entry transfer at
the time of settlement of the transaction.
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May 19, 1997

  

Member Firm Regulation

 TO: All Members And Member Organizations

ATTENTION: Compliance Officer/Chief Operations Officer

SUBJECT : Proposed Amendments To Rule 440A (“Telephone Solicitation”) And An Interpretation To
Rule 472 (“Communications With The Public”)

In June 1995, the Exchange adopted Rule 440A which requires members and member organizations to make
and maintain a centralized list of persons (i.e., a “do-not-call” list) who have informed a member, member
organization or employee thereof that they do not wish to receive telephone solicitations. This requirement
was adopted to emphasize the importance of certain provisions of the Telephone Consumer Protection Act
which became law in 1991.

On March 17, 1997, the Exchange filed with the Securities and Exchange Commission (“SEC” or

“Commission”) amendments to Rule 440A to further address telephone solicitation. 1 

The amendments are in response to the SEC's request that major self-regulatory organizations (“SROs”)
promulgate rules substantially similar to applicable provisions of the Federal Trade Commission rules adopted
pursuant to the Telemarketing and Consumer Fraud and Abuse Prevention Act to prohibit deceptive and
abusive telemarketing acts and practices.

The amendments also provide an interpretation to Rule 472 (“Communications With The Public”), to include
telemarketing scripts within the definition of “sales literature” and subject them to a three-year retention
requirement.

The amendments are attached as Exhibits A and B. They were approved by the Commission on May 14,

1997 2   and are effective immediately. Generally, the amendments:

•Prohibit calling the residence of any person for the purpose of soliciting the purchase of securities or related
services at any time other than between 8 a.m. and 9 p.m. local time at the called person's location without
the prior consent of the person.

•Prohibit outbound telephone calls to any person for the purpose of soliciting the purchase of securities or
related services without the caller disclosing promptly and in a clear and conspicuous manner to the called
person the following information:

(1) the identity of the caller and the member or member organization;

(2) the telephone number or address at which the caller may be contacted; and

(3) that the purpose of the call is to solicit the purchase of securities or related services.

•Exempt from the above time frame, caller identification and call purpose provisions, existing customers
having certain specified account activity within the preceding twelve months.

•Prohibit the use of a check, draft or other form of negotiable paper (‘demand drafts” 3  ) drawn on a
customer's checking, savings, share, or similar account, without express written authorization which must
be retained for three years. Written authorization may include the customer's signature on the negotiable
instrument.
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•Require telemarketing scripts to be retained for three years.

Questions relating to this matter may be directed to Rudolph J. Schreiber at (212) 656-5226 or Mary Anne
Furlong at (212) 656-4823.

Salvatore Pallante

Senior Vice President

EXHIBIT A

Additions Underlined.

Deletions [bracketed].

Rule 440A. Telephone Solicitation [-Recordkeeping]

(a) No member, allied member or employee of a member or member organization shall make an outbound
telephone call to the residence of any person for the purpose of soliciting the purchase of securities or related
services at any time other than between 8 a.m. and 9 p.m. local time at the called person's location without
the prior consent of the person; or

(b) make an outbound telephone call to any person for the purpose of soliciting the purchase of securities or
related services without disclosing promptly and in a clear and conspicuous manner to the called person the
following information:

(1) the identity of the caller and the member or member organization;

(2) the telephone number or address at which the caller may be contacted; and

(3) that the purpose of the call is to solicit the purchase of securities or related services.

(c) The prohibitions of paragraphs (a) and (b) shall not apply to outbound telephone calls by any person
associated with a member or member organization, or another associated person acting at the direction of
such person for the purpose of maintaining and servicing the accounts of existing customers of the member
or member organization under the control of or assigned to such associated person:

(1) to an existing customer who, within the preceding twelve months, has effected a securities transaction in,
or made a deposit of funds or securities into, an account that, at the time of the transaction or the deposit,
was under the control of or assigned to such associated person;

(2) to an existing customer who previously has effected a securities transaction in, or made a deposit of
funds or securities into, an account that, at the time of the transaction or deposit, was under the control of or
assigned to, such associated person, provided that such customer's account has earned interest or dividend
income during the preceding twelve months, or

(3) to a broker or dealer.

For the purposes of paragraph (c), the term “existing customer” means a customer for whom the member
or member organization, or a clearing broker or dealer on behalf of such member or member organization,
carries an account. The scope of this rule is limited to the telemarketing calls described herein; the terms of
this Rule shall not otherwise expressly or by implication impose on members or member organizations any
additional requirements with respect to the relationship between a member or member organization and a
customer or between a person associated with a member or member organization and a customer.

(d) Each member and member organization shall make and maintain a centralized list of persons who
have informed the member, member organization or any employee thereof, that they do not wish to receive
telephone solicitations.

(e) No member or member organization or person associated with a member or member organization shall
obtain from a customer or submit for payment a check, draft, or other form of negotiable paper drawn on a
customer's checking, savings, share, or similar account, without that person's express written authorization,
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which may include the customer's signature on the negotiable instrument. Each member or member
organization shall maintain such authorization for a period of three years. This provision shall not, however,
require maintenance of copies of negotiable instruments signed by customers.

(Also see Interpretation Handbook Rule 472/05 - “Communications with the Public.”)

EXHIBIT B

Additions Underlined.]

NYSE INTERPRETATION HANDBOOK

Rule 472/05 COMMUNICATIONS WITH THE PUBLIC

Sales Literature

This term refers to written material (including, but not limited to, telemarketing scripts) discussing or promoting
the products, services and facilities offered by a member organization or its personnel, the role of investment
in an individual's over-all financial plan, or other literature calling attention to any market letters, research
reports, brochures, etc. Sales literature must be approved in advance of distribution. Approval may be given
by a member, allied member, supervisory analyst or person designated under the provisions of Rule 342(b)
(1), who is other than its preparer.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See SR-NYSE-97-07.
2  See SEA Release No. 34-38638 dated May 14, 1997
3  A "demand draft" is a method of obtaining funds from a customer's bank or similar account without that

person's signature on a negotiable instrument.’
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Member Firm Regulation

 TO: Members And Member Organizations

ATTENTION: Managing Partner/Chief Executive Officer/Chief Financial Officer

SUBJECT : Focus Financial Filing System

The Exchange is please to announce an upgrading of its PC FOCUS Report electronic transmission system.
The new system (NYSE FOCUS) was developed with significant input from the membership and incorporates
many of the features recommended to make this system both user friendly and an important supervisory tool
for members and member organizations.

NYSE FOCUS is a Windows-based software system that will provide users with an electronic facsimile of
the FOCUS Report for data input. The system includes all of the common features found in Windows-based
applications, such as cut, copy and paste functionality. It also includes user designed enhancements such as:
automatic totaling, cross-footing of report items, the automatic entry of repeated values, and the automatic
calculation of certain sums based on their defined fields. These enhancements are expected to reduce
the amount of data entry time by approximately one-third. Additionally, the amount of data entry errors is
expected to decline dramatically.

Other software features include the ability to save FOCUS data over a period of time, to graph saved line
item values, to view multiple reports, and to attach footnotes to either individual line items or to the report as a
whole.

Another key enhancement in the software is a new on-line help file. This file provides users with instructions
on how to use the software and for specifically preparing the FOCUS Report including how to report line item
data. The software will facilitate filings, and allows management to produce reports for data analysis and
evaluation.

Overall, the software will provide members and member organizations with a significantly improved tool to
assist in the preparation, filing and retention of FOCUS Reports.

In order to prepare for this upgrade, members and member organizations must have in place the following
hardware.

•486 or higher microprocessor

•16 mega-bytes RAM memory (32 MB if running Windows NT)

•VGA or higher resolution display adapter

•15 inch display (however, a 17 inch display or larger is recommended)

•Hard disk drive with at least forty mega-bytes free disk space.

Minimum software requirements include Windows 3.1, Windows 95, or Windows NT (version 3.51 or 4.0)

All firms that are required to file FOCUS Reports pursuant to SEA Rule 17a-5 will be required to use NYSE
FOCUS for the transmission of FOCUS Report data.
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Currently there are fifty member firms participating in the testing of this software. It is expected that the
software will be distributed through the SIAC PC Service Center via modem during the second quarter of the
year.

If you have any questions or comments regarding this information memo, please contact your Finance
Coordinator. Technical questions relating to the software application or its use may be directed to the SIAC
PC Service Center at (212) 383-2062 or 3030.

Salvatore Pallante

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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May 13, 1997

  

Market Surveillance

 TO: All Members and Member Organizations/Chief Operating Officers

SUBJECT: Limit-at-the-close (“LOC”) Orders

The Securities and Exchange Commission has recently approved an amendment to the pilot for limit-at-the-
close (“LOC”) orders to permit entry of such orders, on any trading day, in any stock during the trading day,
up to 3:40 p.m. on expiration days and 3:50 p.m. on non-expiration days. Thereafter, as with market-on-close
(“MOC”) orders, LOC orders not related to a strategy involving expiring derivatives may be entered only to
offset published imbalances, and may not be cancelled or reduced in size except to correct a bona fide error
or to comply with the provisions of the “50-point collar” in Rule 80A.

An LOC order is one that is entered for execution at the closing price, provided that the closing price is at or
within the limit specified. They are prioritized on the specialist's book by time of entry and go behind all other
orders on the specialist book at that price regardless of when such orders are received. LOC orders with
prices that are better than the closing price in the subject security are guaranteed an execution unless there is
a trading halt in the security. LOC orders limited at the closing price are not guaranteed an execution.

Current procedures require that MOC imbalances of 50,000 shares or more be published on the tape as soon
as practicable after 3:40 p.m. on expiration days, and as soon as practicable after 3:50 p.m. on non-expiration
days, in certain stocks identified by the Exchange and in stocks being added to or dropped from an index. An
imbalance of 50,000 shares or more may be published, as soon as practicable after 3:40 p.m. on expiration
days or 3:50 p.m. on non-expiration days, in any other stock with the approval of a Floor Official.

LOC orders may not be used to circumvent the Exchange's policy on publication of MOC order imbalances.
Member organizations should monitor for potential abuses the entry of LOC orders to buy with limits
significantly above the current offer, and LOC orders to sell with limits significantly below the current bid.

Previously, LOC orders could be entered up to 3:55 p.m. to offset published imbalances. The amended policy
allows for the entry of LOC orders to offset published imbalances up to 4:00 p.m. However, LOC orders may
not be cancelled or reduced in size after 3:40 p.m. on expiration days and after 3:50 p.m. on non-expiration
days, except to correct a bona fide error or to comply with the provisions of Rule 80A.

Questions concerning any matters discussed in this Information Memo may be addressed to David Fisch at
(212) 656-6769 or Carol Krusik at (212) 656-4597.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

1304

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P97-25%2909013e2c855b3280?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 97-24

Click to open document in a browser

May 9, 1997

  

Market Surveillance

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT : Special Stock Lists (Imbalance Publication) for May 16, 1997, Expiration Friday

May 16, 1997 is an expiration trade date.

An expiration day is a trading day prior to the expiration of index-related derivative products (futures, options
or options on futures), whose settlement pricing is based upon opening or closing prices on the Exchange, as
identified by a qualified clearing corporation (e.g., the Options Clearing Corporation).

Twelve of the expiration days are expiration Fridays, which fall on the third Friday in every month. If that
Friday is an Exchange holiday, there will be an expiration Thursday in such a month.

SPECIAL STOCK LISTS.—IMBALANCE PUBLICATION

The Exchange has identified certain stocks which will, on expiration days, follow mandatory procedures
related to the dissemination of market order imbalances before the opening and/or the dissemination of MOC
imbalances prior to the close, as soon as practicable after 3:40 p.m.

The high-capitalized stock list consists of the fifty most highly capitalized stocks in the S&P 500 Index, plus
any Major Market Index stocks not included among those fifty stocks. The mid-capitalized stock list consists
of the ten most highly capitalized stocks in the S&P MidCap 400 Index. The special stock lists applicable to
May 16, 1997 are attached for your reference.

MANDATORY EXPIRATION DAY PROCEDURES

In summary, in relation to the opening, stocks on the high-capitalized stock list and mid-capitalized stock list
must follow procedures related to the publication of market order imbalances at the appointed time, 9:00 a.m.
In relation to the close, only the stocks on the high-capitalized stock list must follow procedures related to the
publication of MOC imbalances as soon as practicable after the MOC cutoff time of 3:40 p.m. Also, pursuant
to Information Memo 95-21, any stock being dropped from or added to an index must publish an MOC status
as soon as practicable after 3:40 p.m., as may any stock with Floor Official approval.

Complete discussion of auxiliary opening procedures and procedures for handling market-on-close (MOC)
orders on expiration days appears in Information Memo 96-34, which was published on November 8, 1996.

If you have any questions, you may direct them to David Fisch (212) 656-6769 or Carol Krusik (212)
656-4597.

______________________

Robert J. McSweeney

Senior Vice President

Attachments
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High-Capitalized Stock List - May 16, 1997, Expiration Friday

ABT           ABBOTT LABORATORIES

AHP           AMERICAN HOME PRODUCTS CORPORATION

AIG           AMERICAN INTERNATIONAL GROUP INC.

AIT           AMERITECH CORP.

ALL           ALLSTATE CORP.

AN            AMOCO CORPORATION

AXP           AMERICAN EXPRESS COMPANY

BA            BOEING COMPANY

BAC           BANKAMERICA CORPORATION

BEL           BELL ATLANTIC CORPORATION

BLS           BELLSOUTH CORPORATION

BMY           BRISTOL MYERS SQUIBB COMPANY

CCI           CITICORP

CHV           CHEVRON CORPORATION

CMB           CHASE MANHATTAN CORP.
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DD            DU PONT COMPANY

DIS           WALT DISNEY COMPANY

DOW           DOW CHEMICAL COMPANY

EK            EASTMAN KODAK COMPANY

F             FORD MOTOR COMPANY

FNM           FEDERAL NATIONAL MORTGAGE ASSOCIATION

G             GILLETTE COMPANY

GE            GENERAL ELECTRIC COMPANY

GM            GENERAL MOTORS CORPORATION

GTE           GTE CORPORATION

HWP           HEWLETT-PACKARD COMPANY

IBM           INTERNATIONAL BUSINESS MACHINES CORP.

IP            INTERNATIONAL PAPER COMPANY

JNJ           JOHNSON AND JOHNSON

KMB           KIMBERLY CLARK CORP.

KO            COCA-COLA COMPANY
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LLY           ELI LILLY AND COMPANY

LU            LUCENT TECHNOLOGIES INC.

MCD           MCDONALDS CORPORATION

MMM           MINNESOTA MINING AND MANUFACTURING

MO            PHILIP MORRIS COS. INC.

MOB           MOBIL CORPORATION

MOT           MOTOROLA INC.

MRK           MERCK AND COMPANY INC.

NB            NATIONSBANK CORP.

PG            PROCTER AND GAMBLE COMPANY

PEP           PEPSICO INC.

PFE           PFIZER INC.

RD            ROYAL DUTCH PETROLEUM COMPANY

S             SEARS ROEBUCK AND CO.

SBC           SOUTHWESTERN BELL CORPORATION

SGP           SCHERING PLOUGH CORP.
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*SLB          SCHLUMBERGER LTD

T             AMERICAN TELEPHONE AND TELEGRAPH

TRV           TRAVELERS GROUP INC.

TX            TEXACO INC.

UN            UNILEVER NV

WMT           WAL-MART STORES INC.

XON           EXXON CORPORATION

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of May 5, 1997 and
the 20 Major Market Index stocks. The indicated (*) stock has been added to the list. HD has been deleted.

Mid-Capitalized Stock List - May 16, 1997 Expiration Friday

AES           AES CORPORATION (THE)

AFL           AFLAC INC.

BEN           FRANKLIN RESOURCES INC.

CAH           CARDINAL HEALTH INC.

CCE           COCA-COLA ENTERPRISES INC.

*PGR          PROGRESSIVE CORP.

SAI           SUNAMERICA INC.

SCH           CHARLES SCHWAB CORP.
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STT           STATE STREET BOSTON CORP.

UW            USA WASTE SERVICES INC.

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of May 5,
1997. The indicated (*) stock has been added to the list. AOL has been deleted.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
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May 8, 1997

  

Market Surveillance

 NOTE: PLEASE ROUTE TO YOUR COMPLIANCE OFFICER

TO: All Members and Member Organizations/Chief Operating Officers

SUBJECT : New Ten-Minute Indication Procedures

The Securities and Exchange Commission recently approved amendments to the Exchange's Policy on
Indications, Openings and Reopenings. These amendments become effective on May 12, 1997. Indications
are price ranges published on the tape before the opening or during a trading halt to display the probable
price range in which a stock will open or reopen.

The Exchange's policy on dissemination of tape indications currently requires a minimum of 15 minutes
to elapse between the first indication and the opening or re-opening of a stock. In addition, when multiple
indications are used, a minimum of 10 minutes must elapse after the last indication when it does not overlap
the prior indication. A minimum of 5 minutes must elapse after the last indication when it overlaps the prior
indication. In all cases, a minimum of 15 minutes must elapse between the first indication and the opening or
reopening of a stock.

The amendment reduces these minimum time periods before opening or reopening a stock from
15 to 10 minutes after the first indication; and to 5 minutes after the last indication, regardless of
whether it overlaps the prior indication, provided that a minimum of 10 minutes elapses between the
first indication and the opening or reopening of a stock. The revised indications policy is attached as
Exhibit A.

In order to expedite timely openings, particularly in situations where news likely to have a market impact
has been disseminated after the prior day's close, specialists are expected to be present on the Floor every
day by 9:00 a.m. Where there are significant order imbalances, specialists should begin attempting to solicit
contra side interest as soon as practicable, with a view toward publishing a pre-opening indication at 9:15
a.m. or as soon as possible thereafter.

Questions concerning this policy may be directed to Arnold Kotler at (212) 656-6543 or John Gregoretti at
(212) 656-6791.

______________________

Robert J. McSweeney

Senior Vice President

EXHIBIT A

INDICATIONS, OPENINGS AND REOPENINGS

(1) Mandatory Indications: When Commencement Is Permitted - A specialist must disseminate indications
before (re)opening a stock in the following situations. The following paragraphs (a) through (e) regulate when
he or she may commence dissemination.

(a) Intra-Day Regulatory Halts - Whenever, while a Regulatory Halt is in effect during the trading day, the
Exchange determines that an adequate publication or disclosure of information has occurred so as to permit
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the termination of the Regulatory Halt and a Floor Official approves the dissemination of indications for the
affected stock, the specialist in the stock may commence to disseminate indications for the stock.

(b) Other Intra-Day Halts - Whenever a halt is in effect during the trading day because of an order imbalance
or other reason not involving a Regulatory Halt, the specialist in the affected stock may commence to
disseminate indications for the stock when a Floor Official approves.

(c) Inter-Day Regulatory Halts - Whenever, while a Regulatory Halt remains in effect from the preceding
trading day, the Exchange determines that an adequate publication or disclosure of information has occurred
so as to permit the termination of the Regulatory Halt and a Floor Official approves the dissemination of
indications for the affected stock, the specialist in the stock may commence to disseminate indications for the
stock. The approval may include dissemination before the Exchange opens for business.

(d) Other Inter-Day Halts - Whenever a halt that occurred because of an order imbalance or other reason
not involving a Regulatory Halt remains in effect at the close of the preceding trading day, the specialist in the
affected stock may commence to disseminate indications for the stock when a Floor Official approves. The
approval may include dissemination before the Exchange opens for business.

(e) Delayed Openings - Whenever a stock is subject to a delayed opening other than by reason of an inter-
day Regulatory Halt, the specialist in the stock may commence to disseminate indications for the stock when
a Floor Official approves.

(f) “Regulatory Halt” Defined - For the purposes of this policy, “Regulatory Halt” has the meaning that the
CTA Plan assigns to it.

(2) Optional Indications

(a) Spin-Offs, IPOs, Etc. - Prior to the first commencement of trading in a stock for which there has been no
prior public market, the specialist in the stock may disseminate indications for the stock if a Floor Director or
Floor Governor approves. In the case of a spin-off, any Floor Official may approve the dissemination which
approval may include dissemination before the Exchange opens for business.

(b) Other Opening Situations - In any opening situation not specified above, the specialist in the affected
stock may disseminate indications for the stock before the Exchange opens for business if a Floor Director or
Floor Governor approves, and thereafter if any Floor Official approves.

(3) Waiting Periods Before (Re)Opening

(a) Periods Specified - The specialist may not (re)open a stock that has been the subject of an indication
under any of paragraphs (1)(a) through (e) and 2(a) and (b) until:

(i) Ten minutes after a Post Display Unit (“PDU”) displays an indication unless clause (ii) applies;

(ii) Five minutes after a PDU displays an indication if one or more indications preceded it. However,
regardless of the number of indications disseminated, the minimum waiting period is ten minutes. For
example, if only three minutes had elapsed from the time of the first indication to the second indication, the
minimum waiting period after the second indication would be seven minutes. In the case of indications made
pursuant to paragraph 1(d), a Floor Official may dispense with the waiting period if no unusual situation exists
prior to the opening of the affected stock. In the case of indications made pursuant to paragraph 2(b), a Floor
Director or Floor Governor may alter the applicable waiting periods to take into account the circumstances of
the particular opening situation.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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April 21, 1997

  

Enforcement

 TO: Managing Partners, Chief Executive Officers, Compliance Directors, Legal Departments and
Registrations Departments of Member and Member Organizations

SUBJECT: Revision of Form RE-3 Elimination of Filing “Hard Copy” Forms U-5 and Amendments

General Instructions For Form RE-3

The Exchange's Form RE-3 has been revised to include some minor changes. The revised Form RE-3, a
copy of which is attached to the Information Memo, revises the General Instructions on page 1, paragraph A,
to file reports promptly, to specify “within 30 days” of the reportable event, which conforms the instructions to
Information Memo 90-17.

Also, the instruction listed below paragraph 7 has been clarified to require “Proof of Satisfaction”, if the
reportable matter is an arbitration award, for each submission of Form RE-3.

Paragraph 10 has also been amended to include the word “termination” which had been omitted from the
previous Form RE-3 due to a typographical error.

As a reminder, Form RE-3 should be used to report terminations for cause of non-registered persons.

This form is not to be used to report any of the items which may have been omitted from a Form U-5 or which
came to the filing firm's attention after a Form U-5 was filed. If amendments are required, a Form U-5 should
be promptly filed.

Dispensation with Filing Hard Copies of Form U-5

Effective immediately, the Exchange will no longer require members and member organizations who are
participants in the Central Registration Depository (CRD) (and file Form U-5 and amendments electronically
or otherwise via the CRD) to provide a “hard copy” Form U-5 to the Enforcement Division. Providing “hard
copy” had been required since 1985 pursuant to Information Memo 85-10.

Members and member organizations that are not participants in the CRD should continue to file Forms U-5
directly with the Exchange's Division of Enforcement.

Exchange members and member organizations may order a supply of the new Form RE-3 from the Printing
and Production Division of the Exchange on the enclosed order form.

Questions concerning this Information Memo should be directed to Edward Hewitt at (212) 656-5128 and
Charles Shanley (212) 656-2649.

_________________________

David P. Doherty

Senior Vice President

Enforcement

Attachment
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NYSE

NEW YORK

STOCK EXCHANGE, INC.

When completed, send to

Division of Enforcement

New York Stock Exchange

Two World Trade Center-30th Floor

New York, N.Y. 10048

Form RE-3

SUBMISSION OF REQUIRED INFORMATION PERTAINING TO MEMBERS, MEMBER ORGANIZATIONS,
ALLIED MEMBERS, REGISTERED AND NON-REGISTERED EMPLOYEES (ALL ITEMS) AND APPROVED
PERSONS (ITEM 9 ONLY).

                                                               
 _____________________________

                                                                  Branch Code

                             PLEASE TYPE INFORMATION

_____________________________________________  
 _____________________________________________

  (Name of subject individual or entity)          Social Security Number

_____________________________________________________________________________________________

  (Capacity or Title)

_____________________________________________________________________________________________

  (Name of Member Organization)

_____________________________________________________________________________________________

  (Office of Employment)
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GENERAL INSTRUCTIONS

A. When a reportable event occurs (see Rule 351), a report on this form is required to be filed promptly
(within thirty (30) days). If additional facts come to the firm's attention after a Form RE-3 has been filed, a
further Form RE-3, clearly marked “AMENDED', should be submitted.

B. Please furnish complete details. Insufficient or ambiguous statements can result in time-consuming
requests for additional information.

C. The details requested in the box beneath each item should be furnished on page 4 and the documents
requested should be appended to this form.

    

Check one or more boxes, as applicable, if the individual or entity listed above:

[]      1. has violated any provision of any securities law or regulation, or any
 agreement with or rule or standards of

        conduct of any government agency, self-regulatory organization, or business or
 professional organization, or

        engaged in conduct which is inconsistent with just and equitable principles of
 trade or detrimental to the interests

        or welfare of the Exchange.

Furnish details and attach copies of all relevant correspondence, memoranda and other
 documents.

[]      2. is the subject of any written customer complaint involving allegations of
 theft or misappropriation of funds or

        securities or forgery.

Furnish details including a copy of the customer complaint and provide copies of all
 relevant correspondence, memoranda

and other documents.
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[]      3. is named as a defendant or respondent in any proceeding brought by a
 regulatory or self-regulatory body

        alleging the violation of any provision of the Securities Exchange Act of 1934,
 or of any other Federal or state

        securities, insurance, or commodities statute, or of any rule or regulation
 thereunder, or of any agreement with,

        or of any provision of the constitution, rules or similar governing instruments
 of, any securities, insurance or

        commodities regulatory or self-regulatory organization.

Furnish details including the name of free governmental or self-regulatory body and the
 name, address and telephone

number of the person handling the matter. In addition, if available provide a copy of the
 complaint (or similar document) which

initiated the proceeding, together with any response thereto. If these documents are not
 readily available, describe the nature

of the proceeding and provide the caption of the matter.

[]      4. is denied registration or is expelled, enjoined, directed to cease and desist,
 suspended or otherwise

        disciplined by any securities, insurance or commodities industry regulatory or
 self-regulatory organization or is

        denied membership or continued membership in any such self-regulatory
 organization; or is barred from

        becoming associated with any member or member organization of any such self-
regulatory organization.
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Furnish details including the name of the governmental or self-regulatory body, and
 attach a copy of the stipulation,

decision and order, if available.

[]      5. is arrested, arraigned, indicted or convicted of, or pleads guilty to, or
 pleads no contest to, any criminal

        offense (other than minor traffic violations).

Furnish details including the nature of the offense. the court and the current status,
 and attach copies of all relevant

documents.

[]      6. is a director, controlling stockholder, partner, officer or sole proprietor
 of, or an associated person with, a

        broker, dealer, investment company, investment advisor, underwriter or insurance
 company which was

        suspended, expelled or had its registration denied or revoked by any agency,
 jurisdiction or organization or is

        associated in such a capacity with a bank, trust company or other financial
 institution which was convicted of, or

        pleaded no contest to, any felony or misdemeanor.

Furnish details including the entity involved and the subject of this report's
 relationship thereto, the agency, jurisdiction or

organization which took the action and the action taken. With respect to criminal
 matters, furnish the name of the defendant,

nature of the offense, the court, the date judgment was entered and the penalty imposed.
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[]       7. is a defendant or respondent in any securities or commodities-related civil
 litigation or arbitration which has

        been disposed of by judgment, award or settlement for an amount exceeding
 $15,000. However, when a

        member organization is the defendant or respondent, then the reporting to the
 Exchange shall be required only

        when such judgment, award or settlement is for an amount exceeding $25,000.

Furnish details regarding the judgment award or settlement, the amount of the disposition
 and the extent of any

contribution by the individual. Also submit relevant documentation including the
 following: pleadings; award, judgment or

settlement agreement; monthly account statements for the appropriate period at issue; new
 account documentation; proof of

satisfaction, if Arbitration award; statement from the registered representative and all
 correspondence related to the

complaint.

[]       8. is the subject of any claim for damages by a customer, broker or dealer which
 is settled for an amount

        exceeding $15,000. However, when the claim for damages is against a member
 organization, then the reporting

        to the Exchange shall be required only when such claim is settled for an amount
 exceeding S25,000.
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Furnish details including the name and address of the customer, broker or dealer, the
 amount of the original claim, the

amount of the settlement and the extent of any contribution by the individual. Also,
 submit relevant documentation including

the following: pleadings, award or settlement agreement; monthly account statements for
 the appropriate period at issue; new

account documentation; statement from the registered representative and all
 correspondence related to the complaint.

[]       9. is, or learns that he is, associated in any business or financial activity
 with any person who is subject to a

        “statutory disqualification” as that term is defined in the Securities Exchange
 Act of 1934.

Furnish details including the name of the person subject to the statutory
 disqualification, the basis for the disqualification

and the relationship of the statutory disqualificant to the subject of this report.

[]       10. is the subject of any disciplinary action taken by a member or member
 organization involving suspension,

        termination, the withholding of commissions or imposition of fines in excess of
 $2,500, or any other significant

        limitation on activities.

Furnish details and attach copies of all relevant correspondence, memoranda, letter of
 discipline and other documents.

____________________________________  
 ____________________________________________________________

  Signature of Individual\*/             Signature of a General Partner or a
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                                         Principal Executive Officer or a

                                         Senior Vice President or the Equivalent

                                         Level

____________________________________  
 ____________________________________________________________

  Date                                   Type or print name and title

                                      
 ____________________________________________________________

                                         Date

                                         The officer, partner or other individual in the
 firm who should be

                                         contacted for additional information is:

                                      
 ____________________________________________________________

                                         Type or print name

                                         Title: ______________________________

                                         Telephone No: ______________________

  \*/If obtaining the subject's
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  signature would unduly delay the

  prompt submission of this form, it

  should be submitted without such

  signature.

NEW YORK STOCK EXCHANGE Inc.

PRINTING AND PRODUCTION

Fax Transmission Form

To:               _______________________________________________________________________

Company:          _______________________________________________________________________

Fax Number:       _______________________________________________________________________

From:                                           Phone Number:

Company:          _______________________________________________________________________

Address:          _______________________________________________________________________

City/State/Zip:   _______________________________________________________________________

To obtain supplies of NYSE forms, please state quantity next to the form required. Fill in the information
above and send this form to New York Stock Exchange, Printing and Production Services, 20 Broad Street,
5th Floor, New York, NY 10005.

Form      Quantity      Form        Quantity      Form            Quantity       

Other Forms Needed

                        

Buy-Ins
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R-1      ____________   

9-cc-1&

2   ____________   

97B            ____________   ______________________

U-4      ____________   

9-cc-3     ____________   

757            ____________   ______________________

U-5      ____________   

9-cc-6     ____________   

S.P.A.         ____________   ______________________

RE-3     ____________   

9-cc-7     ____________                  ____________   ______________________

121      ____________   

9-cc-8     ____________                  ____________   ______________________

SS-20    ____________   

81-A       ____________   Focus Report   ____________   ______________________
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B.D.     ____________   

82-A       ____________   Part II        ____________   ______________________

B.D.W.   ____________   

82-0       ____________   Part IIA       ____________   ______________________

100      ____________   

81RCMM     ____________   Part III       ____________   ______________________

101      ____________   

97A        ____________   With Instrs.   ____________   ______________________

                                                                   

Order 

Form 9/95

NYSE

Printing & Production

20 Broad Street, 5th Fl.

New York, NY 10005

(212) 656-3274

Our Fax Number is

(212) 656-2512

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 97-22

Click to open document in a browser

April 21, 1997

  

Member Firm Regulation

 TO: Members And Member Organizations

ATTENTION: Chief Executive Officer/Managing Partner, Chief Financial Officer, Legal And Compliance
Officer, And Government Trading Department

SUBJECT: Fraudulent Solicitation Of “Limited Edition” U.S. Treasury Securities

The Department of the Treasury recently advised us of a situation in which certain foreign individuals and
groups are attempting to defraud entities by offering to sell and structure transactions in non-existent United
States Treasury securities. Broker-dealers have been approached with a proposal to purchase and resell a
fictitious instrument referred to as “Limited Edition” U.S. Treasury securities. As part of this scheme, broker-
dealers and other entities are being sought to act as fiduciaries for the transactions.

Treasury staff advised us that there is no such security as a “Limited Edition” Treasury security.

The bogus “Limited Edition” U.S. Treasury securities are represented as having the following features: a
term of 10 years; an annual interest rate of 6%, a minimum purchase amount of $100 million; an unspecified
offering amount (i.e., the securities are represented as being available for sale until “exhausted”); an initial
price of 57% of the face value; and, issued in physical (paper) form. The proposal makes numerous other
misrepresentations about the way marketable U.S. Treasury securities may be bought or sold and it also
misrepresents the role that the Department of the Treasury plays in the original sale and issuance of Treasury
securities.

If domestic members or member organizations are approached by individuals offering such a transaction,
they should immediately contact Mr. Jim Kramer-Wilt of the Treasury's legal staff at (304) 480-5190. If contact
is made at the member's foreign affiliate, the appropriate local law enforcement authority should be notified.

_________________________

Raymond J. Hennessy

Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 97-20

Click to open document in a browser

April 15, 1997

  

Member Firm Regulation

 TO: Members And Member Organizations

ATTENTION: Managing Partner/Chief Executive Officer, Legal And Compliance Departments

SUBJECT : NYSE/NASD Memorandum On The Joint Regulatory Sales Practice Sweep Report

The New York Stock Exchange, Inc. and NASD Regulation, Inc. have prepared and are jointly issuing the
attached memorandum which describes the findings and recommendations contained in the Joint Regulatory
Sales Practice Sweep Report which was released by the SEC in March 1996.

The self-regulatory organizations (SROs) support and endorse the sweep report recommendations relating
to the prevention and detection of sales practice abuses by registered representatives and remind member
organizations of their supervisory obligations under SRO rules. The joint memorandum provides guidance as
to procedures which may be appropriate when hiring registered representatives and heightened supervisory
procedures for registered representatives with a prior history of disciplinary actions, customer complaints or
arbitrations.

This memorandum is intended to assist members and member organizations as they continually review the
effectiveness of their hiring procedures, supervisory policies and internal controls.

Questions concerning this Information Memo may be directed to Joseph A. Bailey at 212-656-5130.

_________________________

Edward A. Kwalwasser

Group Executive Vice President

Regulation

Attachment

MEMORANDUM

TO: Members and Member Organizations

DATE: April 15,1997

SUBJECT: The Joint Regulatory Sales Practice Sweep; Heightened Supervisory Procedures

I. Background

The Joint Regulatory Sales Practice Sweep (Sweep) was an initiative involving the staffs of the National
Association of Securities Dealers, Inc. (NASD®) the New York Stock Exchange, Inc. (NYSE), the Securities
and Exchange Commission (SEC), and representatives of the North American Securities Administrators
Association, Inc. (collectively, the Working Group) to review the sales practice activities of selected registered

representatives and the hiring, retention, and supervisory practices of the brokerage firms employing them. 1

   From December 1994 through November 1995, the Working Group conducted on-site examinations of 179
branch and main offices of 101 different brokerage firms throughout the U.S. The examinations focused on
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the sales practice activities of 347 registered representatives who were selected based on criteria including,
among other things, a history of customer complaints, disciplinary problems, or arbitrations. One-fifth of the
Sweep's 179 examinations resulted in enforcement referrals and an additional one-fourth of the examinations
resulted in the issuance of letters of caution or deficiency letters.

II. Sweep Findings

The Joint Regulatory Sales Practice Sweep Report (Sweep Report) was released on March 18, 1996.
Although the findings are not representative of the industry as a whole, they provide important information for
the entire industry. The key findings included in the Sweep Report are:

•Some firms are willing to employ registered representatives with a history of disciplinary actions involving
abusive sales practices or customer complaints.

•Many of the branch offices examined conduct only the minimum background review required by NASD or
NYSE rules before hiring a registered representative. This may contribute to the significant movement within
the securities industry of registered representatives with a history of customer complaints, disciplinary actions,
or arbitrations.

•Supervisors in certain branches examined conducted either inadequate or no routine review of customers'
securities transactions effected by registered representatives to detect sales practice abuses.

•While one-half of the branches examined engage in some type of cold-calling activity, almost one-half of
these did not fully comply with the applicable laws or regulations governing unsolicited telemarketing.

III. Sweep Report Recommendations

Based on the results of the Sweep, the Working Group made specific recommendations relating to the
prevention and detection of' sales practice abuses by registered representatives. In the following discussion
of the recommendations addressed to firms, NASD Regulation, Inc. (NASD Regulation SM) and the NYSE
reiterate their support and endorsement of the Sweep Report recommendations and remind firms of their
current responsibilities under NASD and NYSE rules.

A. Improved Hiring Procedures for Registered Representatives

To aid in efforts to identify and, where appropriate, exclude registered representatives with a history of
customer complaints, disciplinary actions, or arbitrations from the securities industry, it is recommended that
firms and their branch offices determine if their hiring procedures are adequate and, if necessary, improve
their hiring procedures when considering registered representatives for employment.

In addition to reviewing an applicant's Form U-4 and Form U-5, reviewing, the applicant's history in the
Central Registration Depository SM (CRD SM), and contacting the applicant's previous employers, as is now
required under existing self-regulatory organization (SRO) rules, firms should consider the following as “best
hiring practices”:

(1) discuss with the applicant the nature of the applicant's prior customers and the types of securities sold
while associated with prior employers;

(2) obtain from the applicant explanations regarding any customer complaints and regulatory actions to
determine the merit, to the extent practicable, of each before hiring;

(3) ask applicants about the existence of and nature of any pending proceedings, customer complaints,
regulatory investigations, or arbitrations not listed in CRD; and

(4) involve compliance and legal staff, as appropriate, in the hiring process, and designate an individual
(above the branch office manager level) or a committee to review the customer complaints, disciplinary
actions, or arbitrations before hiring a registered representative with such a history.
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Firms are reminded that they are responsible under SRO and SEC rules and regulations to investigate
adequately each applicant's character, business repute, qualifications, and experience before hiring and to
maintain documentation of the steps taken in the hiring process. Required employment records are subject to
regulatory review during examinations.

B. Supervision for Registered Representatives with a History of Customer Complaints, Disciplinary
Actions, or Arbitrations

A firm that hires a registered representative with a recent history of customer complaints, final disciplinary
actions involving sales practice abuse or other customer harm, or adverse arbitration decisions should
determine if it is necessary to develop and implement special supervisory procedures tailored to the individual
registered representative, or whether its existing supervisory procedures and educational programs are
sufficient to address the circumstances. This determination should be made also where a registered
representative, during his or her employment, develops such a history. The procedures should involve, where
appropriate (as discussed in more detail in Section IV below), a more frequent or focused review of the
registered representative's activities by his or her supervisor for a period of time.

The individual's direct supervisor or other designee of the firm should consider performing a thorough
review of a registered representative's customer account activity if, subsequent to hiring, the registered
representative becomes subject to customer complaints. Such a review procedure could be activated,
for example, when the registered representative is named, during a one-year period, in three customer
complaints alleging sales practice abuse.

C. Branch Manager Compensation

As a means to encourage branch office managers to devote sufficient time and employ adequate supervisory
tools, firms should consider tying or increasing an existing component of a branch office manager's
compensation to the manager's effective supervision of the branch's registered representatives. Under such
a scenario, managers would be compensated, in part, for effective supervision and compliance efforts which
avoid sales practice abuses.

D. Firm Supervisory Obligations

Firms must fulfill all of their obligations under SRO rules to supervise the activities of registered
representatives and other associated persons. Firms are reminded of their long-standing responsibilities to
implement reasonable procedures designed to detect and prevent rule violations and to correct deficiencies
in, and violations of, relevant laws, rules, and regulations. Firms also are reminded that they are responsible
for supervising branch offices and that it is important that appropriately registered principals be designated to
carry out supervisory responsibilities.

NASD members are reminded of the following supervisory obligations under NASD rules:

1. Firms must designate one or more appropriately registered principals in each office of supervisory
jurisdiction (OSJ), including the main office, and one or more appropriately registered representatives or
principals in each non-OSJ branch office with authority to carry out the supervisory responsibilities assigned
to each office [ NASD Rule 3010(a(4)].

2. At least annually, firms must conduct a review of the businesses in which they engage. The review must
be reasonably designed to assist in detecting and preventing violations of and achieving compliance with
applicable securities laws and regulations and with the rules of the NASD [ NASD Rule 3010(c)].

3. Firms must conduct an annual Inspection of their OSJs [ NASD Rule 3010(c)].

4. Firms must conduct inspections of non-OSJs according to the schedule in the firm's written supervisory
procedures [ NASD Rule 3010(c)].
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5. Firms must retain a written record of the dates that each review and inspection was conducted [ NASD
Rule 3010(c)].

NYSE members are reminded of the following supervisory obligations under NYSE rules:

1. Firms must supervise each office, department, or business activity [ NYSE Rule 342(a)].

2. Firms must delegate to qualified principals or employees responsibility and authority for the supervision
and control of each office, department, or business activity, and provide appropriate procedures for
supervision and control [ NYSE Rule 342(b)(1)].

3. Firms must establish a separate system of follow-up and review to determine that the delegated authority
and responsibility is being properly exercised [ NYSE Rule 342(b)(2)].

4. Firms must appoint a compliance officer to direct day-to-day compliance activities (NYSE Rule 342.13).

5. Firms must conduct an annual inspection of each branch office (NYSE Interpretation Handbook, NYSE
Rule 342(a), (b)/03, p. 3404).

E. Cold-Calling Training and Supervision

Firms must adequately train and supervise all telemarketers and registered representatives who engage in
cold calling on the provisions of Federal Communications Commission and SRO rules on cold calling.

Firms must maintain a “do-not-call” list and make the list available to all personnel that engage in cold calling

or telemarketing. 2 

IV. Guidance: Heightened Supervisory Procedures

This section of the memorandum provides guidance to firms that have made the decision to hire one or more
registered representatives whose records reflect: (1) disciplinary actions involving sales practice abuse;
(2) a history of customer complaints; and/or (3) arbitrations that were not resolved in favor of the registered
representative. In particular, this memorandum discusses the profile of registered representatives that should
be considered for heightened supervision based on their histories, and contains examples of the types of
specifically designed supervisory procedures that firms may want to consider in order to provide a heightened
level of scrutiny of their activities.

A firm that hires one or more registered representatives with a history of customer complaints, disciplinary
actions, or arbitrations, or that employs a registered representative who develops such a record during his or
her employment, should recognize that it has heightened supervisory responsibilities that will require it, at a
minimum, to examine the circumstances of each such case and make a reasonable determination whether its
standard supervisory and educational programs are adequate to address the issues raised by the record of
any such registered representative. As stated in the Sweep Report, firms should recognize that if a registered
representative with such a history engages in further sales practice violations, securities regulators will closely
evaluate whether the firm itself should be subject to disciplinary action for a failure to supervise the registered
representative, beginning with the decision-making process that led to the individual being hired.

Due to the importance of these issues, NASD Regulation and the NYSE urge their members to distribute this
memorandum to all appropriate supervisory personnel. NASD Regulation and the NYSE, in the course of
their member examinations, will review the practices in place as part of the hiring process, the means used
to identify and supervise registered representatives with problematic histories, and any specific supervisory
systems and procedures developed by a member to provide heightened supervision where appropriate, and
will consider whether specific rules requiring special supervision are warranted.

A. Disciplinary History

The principal means of identifying registered representatives who may require special supervision is
a review of all relevant customer complaints, disciplinary actions, and arbitrations disclosed for each

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

1328

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE342%28a%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE342%28b%29%281%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE342%28b%29%282%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE342%28a%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE342%28a%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE342%28b%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


registered representative on Forms U-4 and U-5 filed with the CRD. A heightened level of supervision may
be appropriate for a registered representative whose CRD report discloses sales practice problems and
not simply isolated instances of customer complaints, minor disciplinary actions, or arbitrations. While final
disciplinary actions, complaints, or arbitrations resolved in a manner adverse to the registered representative
indicate a disciplinary problem, multiple pending complaints, disciplinary actions, or arbitrations may be
indicative of a history that should be carefully reviewed.

A firm that employs persons in the following categories and does not have a standard supervisory policy that
addresses such persons should determine whether existing procedures are adequate to provide reasonable
supervision or whether heightened supervision is warranted:

•registered representatives with a history of customer complaints, disciplinary actions, or arbitrations;

•persons hired in a non-registered capacity who previously were employed as registered representatives and
who have such a history;

•registered representatives who develop such a history while associated with the firm,

•registered representatives terminated from prior employment for what appears to be a significant sales
practice or regulatory violations or

•registered representatives who have had a frequent change of employers within the industry.

The following list of examples of actions that must be reported on Forms U-4 and U-5, with a cite to the
relevant questions on the specific form, is provided to illustrate the types of actions firms should review in
determining whether a registered representative should be subject to special supervision. The review need
not necessarily lead to the conclusion that heightened supervision in excess of that ordinarily provided by the
firm is warranted in a particular case, but any conclusion that is reached must be reasonable and supportable
in view of all circumstances.

Regulatory Disciplinary Actions

•A pending or adjudicated regulatory action or an investigation by the SEC; the Commodity Futures Trading
Commission; a federal, state, or foreign regulatory agency; or an SRO (Questions 22C, 22D, 22E, and 22G
on Form U-4).

Domestic or Foreign Civil Judicial Actions

•A pending investment-related civil action (Question 22H(2) of Form U-4).

•An injunction in connection with an investment-related activity; a violation of an investment-related statute or
regulation; or a settlement of an investment-related civil action (Question 22H(1) on Form U-4).

Customer Complaints

•A customer complaint, arbitration, or civil action that is investment-related alleging sales practice violations
that is still pending, that was settled, or that resulted in an award or judgment (Question 22I on Form U-4).

Terminations

•Termination for cause or a permitted resignation after investigations or allegations of violation of investment-
related statutes, regulations, rules, or industry standards of conduct (Question 22J on Form U-4; Form U-5).

B. Development and Implementation of Special Supervision

SRO rules require members to establish written procedures for supervising registered representatives
and other associated persons. The procedures must be reasonably designed to achieve compliance with
applicable securities laws and regulations and SRO rules. See NASD Rule 3010 and NYSE Rule 342.
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The findings and recommendations of the Sweep Report suggest that ordinary supervisory procedures may
not be sufficient to ensure compliance with federal securities laws and SRO rules by newly hired registered
representatives with a history of repeated customer complaints, disciplinary actions, or arbitrations or
registered representatives who develop such a history while associated with a firm. The NYSE and NASD
Regulation recommend that firms make appropriate changes in their supervisory procedures in such cases.

Consequently, once an individual has been identified as requiring special supervision because of the
existence of such a history, the firm should consider developing and implementing special supervisory
procedures structured to address sales practice concerns that are raised by that history. Similar to
procedures related to employing a person subject to a statutory disqualification, these procedures should
be developed based on the areas that were the subject of the person's previous customer complaints,
disciplinary actions, or arbitrations. The procedures also should recognize the nature of the firm's business
and the size and structure of the firm. The individual who will oversee the activities of the registered
representative should be adequately qualified and have the appropriate training and experience to provide
adequate supervision. The firm also should review the registered representative's CRD record and the nature
of the activities in which he or she is, or will be, engaged (considering, for example, the types of products
he or she plans to sell and reviewing the person's top accounts, including changes or trends in account
activity and commissions earned). The firm should consider meeting with the registered representative and
the person who is or will be his or her supervisor, during which the supervisor's understanding of the prior
conduct of the registered representative and willingness to accept responsibility for his or her supervision can
be confirmed.

The SRO rule requirement to establish written procedures for supervising registered representatives
provides a firm with a basis for documenting each special supervisory arrangement that it chooses to put
in place, including assessment of the type of special supervision needed, identification of the person who
is responsible for providing the supervision, and specification of the frequency and scope of review as
determined by the firm. For such procedures to be effective, the firm should alert the registered representative
and the supervisor to the terms of the special supervision, including the period of time the special supervisory
procedures will be in effect. The firm could require the registered representative and his or her direct
supervisor to sign an acknowledgment, indicating their understanding and their agreement to abide by the
terms of the special supervision for the requisite time period. It also is advisable for the firm to document
the termination of a period of special supervision, including an assessment of whether the objectives of the
supervisory arrangement were met. It is important that firms retain evidence of special supervision.

SRO rules also require firms to enforce their supervisory procedures. Accordingly, the firm should develop
mechanisms for monitoring any special supervisory procedures that it chooses to adopt to the same extent
that it monitors its supervisory procedures generally. For example, firms that regularly require supervisors to
provide a sign-off on daily activity could require supervisors of registered representatives subject to special
supervisory arrangements to expressly include those arrangements in such a sign-off, or to periodically attest
in writing that they have carried out the terms of the special supervision. As is the case with supervisory
procedures generally, compliance with the terms of the special supervisory arrangements could be reviewed
by the individuals who normally conduct branch office inspections required by SRO rules as a routine part of
those inspections. Of course, firms would be free, as they are today, to determine that more frequent than
annual inspections may be appropriate in any situation where heightened supervisory procedures are in
effect. As is the case with any inspection, a report of findings, including discrepancies, would be reported to
and acted on by the appropriate party.

C. Developing and Implementing Heightened Supervisory Procedures

Some factors that might be considered for guidance in devising tailored supervisory programs are described
in detail below. Firms are cautioned that these factors and suggestions are neither exhaustive nor will they
constitute a safe harbor. The adequacy of a supervisory program can be determined only with reference to
the profile of the specific firm, situation, and individuals.
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Registered Representative Activities

One of the first things to consider when establishing heightened supervisory procedures is the nature of the
conduct that resulted in the registered representative's history of customer complaints, disciplinary actions,
or arbitrations, and whether the conduct involved a particular securities product, customer type, or activity. In
any of these instances, the product, customer, or activity type should be examined to identify the level and
type of risk it presents. The firm should then determine what type of supervision might best control and limit
this type of risk. This may range from providing the ordinary level of supervision, to restricting a registered
representative's activities for a period of time in a manner that is based on the firm's assessment of the
registered representative's prior problems, to assigning a mentor or partner in whom the firm has confidence
to work with the registered representative. A firm also may determine that its standard procedures will be
adequate, and operate on the understanding that if there is any sign of a problem detected during some
stated period, heightened procedures or sanctions will follow. Additionally, such actions may be positively
reinforced if associated with training or education involving the product or activity in question.

Training

SRO rules require each member firm, as part of the Firm Element of its Continuing Education Program, to
conduct a needs analysis and establish a training plan that includes certain minimum standards. See NASD
Rule 3070 and NYSE Rule 345A. For example, such programs, when dealing with investment products
and services, must identify their investment features and associated risk factors, their suitability in various
situations, and applicable regulatory requirements that affect the products or services, and present these
themes in an understandable format. When analyzing needs and developing Firm Element programs,
a determination should be made as to whether specialized training should be provided to a registered
representative who has a history of customer complaints, disciplinary actions, or arbitrations involving a
particular securities product or a particular activity. Firms could make certain that such training focuses
upon the areas in which the registered representative has had problems and is tailored to any special needs
in these areas. Additionally, firms should track customer complaints and, if specific trends are identified,
programs should be established to train registered representatives to avoid future complaints.

New Account Procedures

If warranted after a review of all circumstances, firms should consider whether a supervisor should exercise
closer than normal control over the establishment of new customer accounts by a registered representative.
For example, if a registered representative has a history of complaints involving initial transactions in
accounts, closer scrutiny of his or her account opening practices may be warranted. In addition to the normal
requirements for opening a new account set out in NASD Rule 3110 and NYSE Rule 405, the manager
might choose to speak with all or selected new account holders or to independently verify the customer
information on the account form on a random or consistent basis, depending on the situation. If the firm
deemed it prudent in view of prior activities, it might prohibit any trading until the account information or
the order information could be independently verified with the customer. Of course, the optional practice of
sending notices to all new customers to verify and ask for comment on the new account information on file
at the firm upon the opening of the account might be sufficient in a specific set of circumstances, as might a
decision to instead monitor subsequent transactions.

Many firms currently encourage their registered representatives to revise and resubmit customer account
information forms each time the customer's investment objectives change. This practice, when in use, can
also be an aid in monitoring registered representatives under special supervision. Finally, while not prohibited
by rule, firms should be particularly cautious about allowing individuals who warrant special supervision to
handle certain types of accounts, including: discretionary accounts; margin, futures, and options accounts;
employee, employee-related, and retirement-plan accounts; accounts that contain low-priced, speculative
securities; other accounts engaged in high-risk strategies; or any accounts where any of the conduct leading
to the previous regulatory problems might be an issue.
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Specific Transactions

SRO rules require firms to establish procedures for the review of all transactions by a supervisor. See NASD
Rule 3010 and NYSE Rule 342. When reviewing conduct to determine whether heightened supervision is
warranted, firms should focus on whether a specific type of transaction was involved in prior problems, and
should consider prohibiting like transactions, or requiring supervisory approval of all such transactions in
advance of execution, as is routinely required at many firms in the case of low-priced securities, options, and
discretionary trades. Examples of orders that may pose potential harm, and as to which many firms may as a
matter of practice already require prior supervisory approval, are: orders in discretionary accounts; orders in
low-priced, speculative securities; orders of an unusual size or frequency considering the particular account's
trading pattern; deep out-of-the money and uncovered options orders; or mutual fund switches. Firms without
such procedures as a normal part of their supervisory programs should give careful consideration to making
them a part of any heightened supervision program.

Customer Account Activity Monitoring

SRO rules require members to periodically examine customer accounts to detect and prevent irregularities
or abuses. See NASD Rule 3010 and NYSE Rule 342. Many firms meet this requirement by generating
special exception or activity reports that enable supervisors to detect unusual trading activity in the
account. For example, firms could consider developing exception reports that are designed to detect:
transactions that are uncharacteristic in size or volume; any unusual increases or decreases in a broker's
commissions; transactions between accounts; or excessive or suspicious corrections. Firms also could
consider reviewing the registered representative's customer contacts by, for example, monitoring selected
telephone conversations between the registered representative and both existing and potential customers
or attending meetings between the representative and his or her clients. Firms also could consider requiring
supervisors to have more frequent and closer contact with customers of registered representatives who
are subject to heightened supervision to determine whether potential problems exist and further inquiry is
warranted. Contacting customers who choose to transfer their accounts to another firm also may be helpful in
certain circumstances.

D. Suggestions for Standard Supervisory Procedures

The following are supervisory procedures that are included in this memorandum as a reminder to pay
particularly close attention to compliance with these procedures by registered representatives under special
supervision.

Trade Corrections, Extensions, and Liquidations

Because excessive trade corrections, extensions, and liquidations may be a sign of compliance problems,
firms should be particularly careful to take appropriate action to identify registered representatives under
special supervision whose transactions result in repeated trade corrections, extensions, or liquidations and to
investigate and take follow-up action as appropriate.

Communications With the Public

Notwithstanding recent proposed changes to SRO rules that would eliminate the need for prior approval, a
firm should consider the need for additional review of correspondence between a registered representative
subject to special supervision and his or her clients.

Outgoing Correspondence, Advertising, and Sales Literature

A firm's routine procedures should include a reasonable system for the supervision of a registered
representative's correspondence or use of advertising and sales literature, as defined in SRO rules. See
NASD Rules 3010 and 2210 and NYSE Rules 342 and 472. Enhanced procedures may be appropriate for
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registered representatives subject to special supervision, including, for instance, requiring the approval of all
correspondence prior to use, even when prior approval is not specifically required by SRO rules. Firms also
should take reasonable steps to prevent such individuals from circumventing approval by, for example, using
the Internet or other electronic media for communications, or restricting the registered representative's use
of certain types of communications, including the Internet or other electronic media, electronic mail, or mass
mailings, where appropriate.

Incoming Correspondence and Customer Complaints

Firms should have in place reasonable procedures for supervising incoming correspondence, including
correspondence sent by facsimile, electronic mail, overnight mail, or courier. Firms' procedures should
include a system for handling customer complaints to be brought to the attention of the appropriate
supervisor. Repeated sales practice complaints regarding a registered representative subject to heightened
supervision, particularly a representative who previously was disciplined for sales practice violations,
may be indicative of a compliance problem. Such complaints should be closely monitored and resolved
in coordination with the registered representative's supervisor and other firm management, as warranted.
Also, whenever a registered representative subject to special supervision is named in a credible customer
complaint alleging sales practice abuses, it is prudent for the firm to conduct a thorough review of selected
customer accounts of the registered representative for conduct similar to the conduct described in the
complaint.

V. Conclusion

While most firms have adequate supervisory systems in place, firms can and should continually review
the effectiveness of their policies, procedures, supervisory systems, and internal controls and make
appropriate changes when necessary. Additionally, firms should review their pre-hiring procedures and
consider the recommendations in this memorandum if they are not included in their procedures. Strong pre-
hiring procedures will strengthen the industry's efforts to preclude problem registered representatives from
remaining in or re-entering the industry.

The SEC, the SROs, state securities regulators, and the industry must work together to identify registered
representatives with a history of customer complaints, disciplinary actions, or arbitrations at an early
stage. Sales practice abuse can be reduced through enhanced and effective firm supervisory policies and
procedures designed to prevent and detect abusive sales practices as well as through effective supervision
and training, examination oversight, and an aggressive enforcement effort. In addition, those firms that do
not already have in place pre-hiring processes that allow for the identification and review of disciplinary,
regulatory, and other issues before a hire is made must improve their pre-hiring screening of registered
representative applicants. Implementation of the recommendations and suggested supervisory procedures
set forth above can greatly enhance the prevention and detection of sales practice problems, thereby
protecting the integrity of the marketplace and the interests of the investing public.

The Sweep Report is available on the SEC's Web Site at www.sec.gov or you can request a copy by
contacting:

John Heine, SEC, (202) 942-0020;

Reid Walker, NASD, (202) 728-8243; or

Al DiGiullo, NYSE, (212) 656-3274.

Questions concerning this memorandum may be directed to Joe Bailey, NYSE, at (212) 656-5130; Mary
Revell, NASD Regulation, at (202) 728-8203; or Daniel Sibears, NASD Regulation, at (202) 728-6911.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  This review was undertaken as a follow-up to the SEC report titled "The Large Firm Project: A Review of
Hiring, Retention and Supervisory Practices," issued in May 1994.

2  Subsequent to the release of the Sweep Report, the SEC approved new NASD telemarketing rules
imposing time restrictions and disclosure requirements in connection with telephone calls made to
customers by members and their associated persons. See Release No. 34-38009 (December 2, 1996):
61 FR 65625 (December 13. 1996) (File No. SR-NASD-96-28). Therefore, firms also must ensure that
their associated persons comply with these new telemarketing rules.
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April 11, 1997

  

Market Surveillance

 TO: All Members And Member Organizations

FROM:: Market Surveillance

SUBJECT : Special Stock Lists (Imbalance Publication) for April 18, 1997, Expiration Friday

April 18, 1997 is an expiration trade date.

An expiration day is a trading day prior to the expiration of index-related derivative products (futures, options
or options on futures), whose settlement pricing is based upon opening or closing prices on the Exchange, as
identified by a qualified clearing corporation (e.g., the Options Clearing Corporation).

Twelve of the expiration days are expiration Fridays, which fall on the third Friday in every month. If the Friday
is an Exchange holiday, there will be an expiration Thursday in such a month.

SPECIAL STOCK LISTS.—IMBALANCE PUBLICATION

The Exchange has identified certain stocks which will, on expiration days, follow mandatory procedures
related to the dissemination of market order imbalances before the opening and/or the dissemination of MOC
imbalances prior to the close, as soon as practicable after 3:40 p.m.

The high-capitalized stock list consists of the fifty most highly capitalized stocks in the S&P 500 Index, plus
any Major Market Index stocks not included among those fifty stocks. The mid-capitalized stock list consists
of the ten most highly capitalized stocks in the S&P MidCap 400 Index. The special stock lists applicable to
April 18, 1997 are attached for your reference.

MANDATORY EXPIRATION DAY PROCEDURES

In summary, in relation to the opening, stocks on the high-capitalized stock list and mid-capitalized stock list
must follow procedures related to the publication of market order imbalances at the appointed time, 9:00 a.m.
In relation to the close, only the stocks on the high-capitalized stock list must follow procedures related to the
publication of MOC imbalances as soon as practicable after the MOC cutoff time of 3:40 p.m. Also, pursuant
to Information Memo 95-21, any stock being dropped from or added to an index must publish an MOC status
as soon as practicable after 3:40 p.m., as may any stock with Floor Official approval.

Complete discussion of auxiliary opening procedures and procedures for handling market-on-close (MOC)
orders on expiration days appears in Information Memo 96-34, which was published on November 8, 1996.

If you have any questions, you may direct them to David Fisch (212) 656-6769 or Carol Krusik (212)
656-4597.

_________________________

Robert J. McSweeney

Senior Vice President

Attachments
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High-Capitalized Stock List - April 18, 1997, Expiration Friday

ABT           ABBOTT LABORATORIES

AHP           AMERICAN HOME PRODUCTS CORPORATION

AIG           AMERICAN INTERNATIONAL GROUP INC.

AIT           AMERITECH CORP.

ALL           ALLSTATE CORP.

AN            AMOCO CORPORATION

AXP           AMERICAN EXPRESS COMPANY

BA            BOEING COMPANY

BAC           BANKAMERICA CORPORATION

BEL           BELL ATLANTIC CORPORATION

BLS           BELLSOUTH CORPORATION

BMY           BRISTOL MYERS SQUIBB COMPANY

CCI           CITICORP

CHV           CHEVRON CORPORATION

CMB           CHASE MANHATTAN CORP.
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DD            DU PONT COMPANY

DIS           WALT DISNEY COMPANY

DOW           DOW CHEMICAL COMPANY

EK            EASTMAN KODAK COMPANY

F             FORD MOTOR COMPANY

FNM           FEDERAL NATIONAL MORTGAGE ASSOCIATION

G             GILLETTE COMPANY

GE            GENERAL ELECTRIC COMPANY

GM            GENERAL MOTORS CORPORATION

GTE           GTE CORPORATION

*HD           HOME DEPOT INC.

HWP           HEWLETT-PACKARD COMPANY

IBM           INTERNATIONAL BUSINESS MACHINES CORP.

IP            INTERNATIONAL PAPER COMPANY

JNJ           JOHNSON AND JOHNSON

KMB           KIMBERLY CLARK CORP.
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KO            COCA-COLA COMPANY

LLY           ELI LILLY AND COMPANY

LU            LUCENT TECHNOLOGIES INC.

MCD           MCDONALDS CORPORATION

MMM           MINNESOTA MINING AND MANUFACTURING

MO            PHILIP MORRIS COS. INC.

MOB           MOBIL CORPORATION

MOT           MOTOROLA INC.

MRK           MERCK AND COMPANY INC.

NB            NATIONSBANK CORP.

PG            PROCTER AND GAMBLE COMPANY

PEP           PEPSICO INC.

PFE           PFIZER INC.

RD            ROYAL DUTCH PETROLEUM COMPANY

S             SEARS ROEBUCK AND CO.

SBC           SOUTHWESTERN BELL CORPORATION
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SGP           SCHERING PLOUGH CORP.

T             AMERICAN TELEPHONE AND TELEGRAPH

TRV           TRAVELERS GROUP INC.

*TX           TEXACO INC.

UN            UNILEVER NV

WMT           WAL-MART STORES INC.

XON           EXXON CORPORATION

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of April 7, 1997
and the 20 Major Market Index stocks. The indicated (*) stocks have been added to the list. WFC has been
deleted.

Mid-Capitalized Stock List - April 18, 1997 Expiration Friday

AES           AES CORPORATION (THE)

AFL           AFLAC INC.

*AOL          AMERICA ONLINE INC.

BEN           FRANKLIN RESOURCES INC.

CAH           CARDINAL HEALTH INC.

CCE           COCA-COLA ENTERPRISES INC.

SAI           SUNAMERICA INC.
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SCH           CHARLES SCHWAB CORP.

STT           STATE STREET BOSTON CORP.

UW            USA WASTE SERVICES INC.

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of April 7,
1997. The indicated (*) stock has been added to the list. PGR has been deleted.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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March 27, 1997

  

Member Firm Regulation

 TO: Members And Member Organizations

ATTENTION: Chief Executive Officer/Managing Partner, Chief Financial Officer, Compliance And Legal
Departments

SUBJECT : Treasury's Large Position Rules - Questions And Answers

The Department of the Treasury recently approved large position rules which will become effective March 21,
1997. These rules establish recordkeeping and reporting requirements for entities that control large positions
in certain Treasury securities.

In connection therewith, the accompanying “Questions and Answers Relating to Treasury's Large Position
Recordkeeping and Reporting Rules” was prepared by the Treasury, based on inquiries received in recent
months.

Any questions regarding the large position rules should be directed to the Government Securities Regulations
Staff at the Treasury at (202) 219-3632.

________________________

Raymond J. Hennessy

Vice President

QUESTIONS AND ANSWERS RELATING TO TREASURY'S LARGE POSITION RECORDKEEPING AND
REPORTING RULES

Treasury's large position rules (17 CFR Part 420), which were issued in final form on September 12, 1996
(61 FR 48338), establish recordkeeping and reporting requirements for entities that control large positions in
certain Treasury securities. The rules put in place an on-demand reporting system which, in response to a
notice by Treasury requesting large position information, requires large position reports to be filed by entities
that control a position in a particular Treasury security or securities equaling or exceeding the specified large
position threshold. The rules are effective March 31, 1997.

The rules are intended to improve the information available to Treasury and other regulators regarding
concentrations of control and to ensure that regulators have the tools necessary to monitor the Treasury
securities market. Large positions, in and of themselves, are not inherently harmful, and there is no
presumption of manipulative or illegal intent on the part of the controlling entity merely because it is required
to submit a large position report in response to these rules.

As we move closer to the implementation date of the rules, we are providing additional clarifying information
and guidance to help market participants complete the necessary actions to put in place policies, procedures
and processes so that they will be in compliance with the rules. The information provided below is a summary
of the most frequently asked questions, together with the answers that Treasury staff has provided in
response to those questions. The Qs & As are not a substitute for the rules and as such should be used in
conjunction with the actual regulations. Further, this information does not constitute a formal interpretation of
the large position rules.
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The Qs & As can be downloaded from Public Debt's web site at the following address:
www.publicdebt.treas.gov. Any questions regarding the large position rules should be directed to the
Government Securities Regulations Staff at 202-219-3632.

Section 420.1 - Applicability

1. Q. Who is subject to the large position rules?

A. With the exception of foreign official organizations and the Federal Reserve Banks, Treasury's large
position recordkeeping and reporting rules apply to all entities, foreign and domestic, that may control a
reportable position in a recently-issued Treasury security. This includes but is not limited to: government
securities brokers and dealers; registered investment companies; registered investment advisers; custodians,
including depository institutions, that exercise investment discretion; hedge funds; pension funds; insurance
companies; foreign banks; and foreign affiliates of U.S. entities.

Treasury places great importance on, and takes very seriously, compliance with its rules, especially those
that are intended to strengthen the integrity of the Treasury securities market by combating manipulation and
fraud. It is important for all market participants to recognize that the rules create a requirement for affected
entities to maintain records and report information on large positions. In considering the issue of obtaining
large position information from foreign entities, the Treasury expects that U.S. regulators will work with foreign
securities and banking regulators through Memorandums Of Understanding and other means when, and if,
such actions become necessary.

2. Q. Are foreign aggregating entities subject to the large position requirements?

A. Yes, with very limited exceptions (see question 1), foreign investors are subject to the requirements. It is
impractical to exempt foreign investors from the large position rules since the potential exists for these entities
to amass large positions in Treasury securities. Further, the granting of such an exemption could cause U.S.-
based entities to move their securities holdings overseas to foreign firms.

Section 420.2 - Definitions

Recently-Issued

3. Q. What is considered the most recent issue within the definition of “recently-issued?”

A. “Recently-issued” Treasury securities are defined in the rules and are determined by the frequency of the
issue. For those securities that are issued on a quarterly or more frequent basis (i.e., bills and notes), the
three most recent issues are considered “recently-issued.” For example, in early April, the March, February,
and January 2-year notes would be “recently-issued,” with the March 2-year note being the most recent issue.
For those securities that are issued less frequently than quarterly (i.e., currently just bonds), the two most
recent issues would be “recently-issued.”

For all Treasury securities, a when-issued security.—a security announced to be issued or auctioned but as
yet unissued.—would be included in the definition of “recently-issued” and would be considered the most
recent issue. A when-issued security is always the most recent issue. For example, on February 5, 1997,
Treasury announced the auction and issuance of 30-year Treasury bonds. The auction date was set for
February 13, with settlement on February 18. With the commencement of when-issued trading after the
announcement on February 5, that 30-year bond would be considered the most recent issue of that maturity
category. It would remain the most recent issue until the announcement of the next issue of 30-year bonds
(assuming it was not reopened).

Reporting Entities, Aggregating Entities, Designated Filing Entities
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4. Q. When a reporting entity has the right to appoint a majority of the board of directors for an outside entity,
but has not exercised the right, does the outside entity fall within the definition of an affiliate or aggregating
entity of the reporting entity?

A. No, the outside entity does not fall within the definition of affiliate or aggregating entity simply because
the reporting entity has the right to appoint a majority of its board of directors. The entity would fall within the
definition of affiliate or aggregating entity when the reporting entity exercises its right and appoints a majority
of the board of directors to the entity.

5. Q. If the general partner of an aggregating entity personally invests in an outside entity, is that outside
entity considered part of the aggregating entity for purposes of the rule?

A. Subject to other applicable restrictions contained in the rule, the outside entity would not be considered
part of the aggregating entity unless the general partner owned more than 50% of the partnership and more
than 50% of the outside entity.

6. Q. Can a designated filing entity submit separate large position reports for each aggregating entity within its
reporting entity, or must it consolidate the report to be filed on behalf of the reporting entity?

A. A reporting entity must select one entity from its aggregating entities (i.e., the designated filing entity)
as the entity designated to compile and file a consolidated report on behalf of the entire reporting entity. A
designated filing entity is not required to be a distinct legal entity.

7. Q. Can an individual be its own designated filing entity?

A. Yes, an individual can be her/his own designated filing entity. An individual can also be the designated
filing entity of a reporting entity consisting of multiple entities.

8. Q. Can an entity be a designated filing entity for two separate reporting entities?

A. No, each separate reporting entity must select one entity from among its own aggregating entities as
the entity designated to compile and file a report on its behalf. This is designed to prevent the exchange of
information related to transactions in Treasury securities between separate reporting entities.

Section 420.3 - Reporting

Reporting Requirements and Turn-Around Time

9. Q. What procedures will Treasury use to issue and disseminate the notice requesting large position
reports?

A. Treasury will provide notice requesting large position reports by issuing a press release and subsequently
publishing a notice in the Federal Register. The press release will be made available to major news and
financial organizations and electronic wire services for dissemination. The announcement requesting
large position reports will also be provided to PSA The Bond Market Trade Association, the Investment
Company Institute and the British Bankers' Association, as they requested, so that they can distribute the
announcement to their members. It is the responsibility of market participants to take the necessary actions to
be aware of requests by the Treasury for large position reports.

10. Q. When will the large position reports be due?

A. Large position reports must be received by the Federal Reserve Bank of New York before noon Eastern
time on the fourth business day after the issuance of the Treasury press release calling for large position
information. The actual date on which reports are due will be provided in the press release.

11. Q. Where should the large position reports be filed?

A. Large position reports must be filed with the Market Reports Division of the Federal Reserve Bank of New
York, 33 Liberty Street, 4th Floor, New York, NY. The reports may be filed by facsimile at 212-720-8028 or
delivered hard copy.
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12. Q. When Treasury makes a request for large position reporting on a particular security, will $2 billion be
the large position threshold?

A. Probably not. The large position threshold specified in any actual request for large position information will
likely be in excess of $2 billion. The $2 billion level is an absolute minimum reporting amount (floor) below
which reports will not be requested.

13. Q. Are position amounts on the large position report recorded on a trade date basis or settlement date
basis?

A. All position amounts on the large position report (including the memorandum item) must be reported on a
trade date basis, at par in millions of dollars, and as of the close of business of the reporting date(s) specified
in the notice. For Treasury inflation-indexed securities, the par amount is the stated value of a security at
original issuance.

14. Q. Can Treasury issue a request for large position information for more than one CUSIP (i.e., security)
and/or for more than one reporting date in a single request?

A. Yes, Treasury can request large position reports for more than one CUSIP and also for more than one
reporting date. In those instances, separate large position information must be submitted for each CUSIP and
each reporting date.

15. Q. What if one or more of a reporting entity's foreign affiliates is closed (due to a holiday) during the
reporting time frame?

A. Treasury is sympathetic to the concerns regarding the time and effort needed to compile, aggregate, and
file the large position reports, particularly where reporting entities have foreign affiliates. However, significant
changes were made in the final rules to reduce the burdens associated with complying with the large position
rules. Accordingly, all reportable positions of foreign affiliates must be included in the large position report to
meet the three and one-half business day reporting requirement, regardless of holidays.

16. Q. Is a custodian required to report on positions it holds in a safekeeping capacity?

A. No, a custodian is not required to report on such positions, provided it does not have the authority to
exercise control (i.e., investment discretion) over the purchase, sale, retention or financing of specific
Treasury securities. However, if the custodian has the authority to exercise control, the custodian would be
required to report on such positions.

17. Q. Does a custodian have an obligation to inform its customers of the large position recordkeeping and
reporting requirements?

A. No, under Treasury's large position rules, neither a custodian nor an executing broker-dealer is obligated
to inform its customers of these recordkeeping and reporting requirements.

18. Q . Will Treasury release the large position information to the public?

A. No, the Government Securities Act Amendments of 1993, which granted Treasury the authority to write
these rules, specifically provide that Treasury will not be compelled to disclose publicly any information
required to be kept or reported. In particular, such information is exempt from disclosure under the Freedom
of Information Act.

Gross Financing Position

19. Q. Two aggregating entities are part of the same reporting entity and are not recognized as separate
bidders in Treasury auctions. If the two aggregating entities conduct intercompany financing transactions
with one another involving the same security (i.e., the same CUSIP and par amount), must both of these
transactions be included in the gross financing position of the reporting entity's large position report?

A. In this case, the reporting entity need only count the security once when preparing a large position report.
This approach allows firms to avoid multiple counting within a reporting entity. For example, assume that
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aggregating entity A and aggregating entity B are part of the same reporting entity. Aggregating entity A
enters into a reverse repo and receives $100 million of a security as collateral. It then repos out the $100
million security to aggregating entity B. The reporting entity, upon submitting a large position report for the
CUSIP used in this example, would not have to include both $100 million transactions when aggregating and
reporting its gross financing position.—even though both aggregating entities would have conducted reverse
repos.

Similarly, assume that aggregating entity A has a $100 million proprietary long position and repos out
the security to aggregating entity B. The reporting entity need only include the security once when it
aggregates information for a large position report. The $100 million is either included in its net trading position
(attributable to aggregating entity A's proprietary long position) or in its gross financing position (attributable to
aggregating entity B's reverse repo).

20. Q. Two aggregating entities are part of two different reporting entities but are affiliated within a larger
organizational structure (they have received recognition as separate bidders or separate reporting entities). If
the two aggregating entities conduct intercompany financing transactions with each other involving the same
security (same CUSIP and par amount), how must these transactions be treated by the respective reporting
entities when aggregating gross financing position information for large position reports?

A. Even though the transactions involve the same security, they must be included in the large position
computations of each aggregating entity's respective reporting entity. If aggregating entities A and B conduct
transactions as described in question 19 and are affiliated but part of separate reporting entities, the reporting
entity for aggregating entity A would have to count the $100 million security in its large position computation
as either a gross financing position or a net trading position, while the reporting entity for aggregating entity
B would be required to include the $100 million security in its gross financing position. This approach applies
in all cases where aggregating entities A and B belong to separate reporting entities.—regardless of whether
they are affiliated.

The rules require this type of reporting even though the security is no longer in the possession of aggregating
entity A.—the security has been contemporaneously reposed out to aggregating entity B.—since both
reporting entities control the security (based on the definition of control in the large position rules). This
approach will result in some multiple counting by reporting entities, but the resulting multiple counting
will provide additional information about entities that have various legal claims to a security and that may
potentially benefit from any possible market disruptions.

21. Q. When a reporting entity enters into a reverse repurchase transaction (i.e., receives collateral), and the
counterparty has the right to substitute the collateral, how is this collateral treated for purposes of the gross
financing position computation?

A. The reporting entity may exclude such collateral from its gross financing position computation. The rules
provide for an optional exclusion whereby a reporting entity may exclude from its gross financing position
the par value of securities received through reverse repos under one or more of the following conditions:
the counterparty retains the right to substitute securities; the securities are subject to third party custodial
relationships; or the transactions are hold-in-custody agreements. However, this optional exclusion is not
limited to reverse repos; it applies to all components of the gross financing position in which securities are
received as collateral (e.g., collateral for financial derivatives or other securities transactions).

22. Q. Can a reporting entity reduce its gross financing position by the amount of securities received in a
reverse repurchase transaction in which the counterparty retains the right to substitute securities subject to
the approval of the reporting entity?

A. Yes, under such circumstances, the securities qualify for the “right to substitution” condition of the optional
exclusion. The reporting entity may therefore exclude such securities from its gross financing computation.
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23. Q. Is an overnight reverse repurchase transaction (i.e., unwound within 24 hours) considered analogous
to a reverse repo involving “rights to substitution,” thus permitting the optional exclusion to be available when
computing and reporting the gross financing position?

A. No, neither an overnight reverse repo nor any other type of overnight financing qualifies for the optional
exclusion, unless at least one of the previously specified conditions is met (see question 21). This is because,
as of the close of business of the reporting date(s), which is when positions must be determined for large
position reports, an overnight reverse repo would be considered to be controlled by the reporting entity. The
Treasury specifically considered this topic when developing the rules and determined that no differentiation
would be made between reverse repos of varying contract maturities (e.g., overnight vs. term reverse repos).

Section 420.4 - Recordkeeping

24. Q. If a reporting entity was not required to send a letter to Treasury stating that it had or would have
in place a recordkeeping system enabling it to meet the requirements of the rule, is it required to have a
recordkeeping system in place by March 31, 1997? What about after March 31, 1997?

A. If a reporting entity determined that it did not control a position of $2 billion or more in a Treasury security
during the period December 11, 1994 - December 11, 1996, and thus was not required to send a letter to
Treasury, it is not subject to the large position recordkeeping rules when they become effective March 31,
1997. However, if a reporting entity were to control such a position after March 31, 1997, it (and certain of
its aggregating entities) would become immediately subject to the full range of large position recordkeeping
rules. Therefore, a reporting entity must take reasonable steps to have in place a process to ensure that it can
determine whether, subsequent to March 31, 1997, it controls a position of $2 billion or more in any recently-
issued Treasury security (e.g., a process for monitoring its aggregate positions).

25. Q. Would a reporting entity that is subject to the large position rules fall out of the recordkeeping
requirements if it did not control a position equal to or greater than the minimum large position threshold ($2
billion) for an extended period (e.g., one year)?

A. No, once a reporting entity becomes subject to the large position recordkeeping rules, it must continue to
make and maintain the required records even if it did not reach the $2 billion large position threshold for an
extended period of time.

26. Q. If funds, investment companies, or other entities are aggregated within a reporting entity, and such
reporting entity is subject to the recordkeeping requirements of the rules, must the funds, investment
companies, or other entities follow the recordkeeping rules also?

A. If the funds, investment companies, or other entities do not have investment discretion (e.g., if the authority
to make and execute decisions regarding buying, selling, or retaining securities resides with another entity,
such as their investment adviser), they are not deemed to have control of securities under the large position
rules. In such cases, it is the responsibility of the entity that has control of the securities (i.e., the reporting
entity), not such aggregating entities, to adhere to the recordkeeping requirements of the rules. The reporting
entity's records must include information concerning all securities for which it exercises investment discretion,
including the securities owned by other entities.

27. Q. An entity (such as a hedge fund, pension fund, or insurance company) is not subject to federal
securities recordkeeping rules but is required to follow the recordkeeping requirements of the large position
rules (section 420.4(c)). Is it permissible for such an entity to have a third party make and maintain its
records, including making and maintaining the records at another location?

A. Yes, such an entity may have its records made by, and kept at, a third party, including a third party that
makes and maintains the records at another location (e.g., the offices of an entity's prime or clearing broker-
dealer). However, the entity that is subject to the recordkeeping rules, not the third party that has been
contracted to make and maintain the records, remains responsible for compliance with such rules.
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Appendix A to Part 420 - Separate Reporting Entity

28. Q. Does an entity qualify as a separate reporting entity without having to request such status if it already
has received recognition as a separate bidder for purposes of Treasury auctions?

A. Yes, an entity that receives recognition as a separate bidder for auction purposes is also recognized as a
separate reporting entity without having to request this status. However, the entity must maintain procedures
(i.e., Chinese walls) to prevent the exchange of information related to secondary market transactions in
Treasury securities, not just auction-related transactions, with any other aggregating entity.

29. Q. Conversely, does such an entity qualify as a separate bidder for auction purposes without requesting
such status if the entity has already received recognition as a separate reporting entity for purposes of the
large position rules?

A. No, the process does not work in the reverse direction. Therefore, an entity that would like recognition
as a separate reporting entity may want to consider requesting recognition as a separate bidder for auction
purposes and, if granted, automatically obtain separate reporting entity recognition at the same time.

30. Q. Where a reporting entity consists of more than one aggregating entity, is each aggregating entity that
requests recognition as a separate reporting entity required to send a separate written letter to Treasury?

A. No, more than one request may be contained in a letter. However, the required information for each
request, such as the certification, should be provided separately for each requested reporting entity in the
letter.

31. Q. Can organizational components that are not separate legal entities be carved out as separate reporting
entities?

A. Yes, since organizational components (e.g., bank trust departments) fall within the definition of
“aggregating entity,” they may be recognized as separate reporting entities. As is the case with separate
bidder recognition in the auctions, organizational components are not required to be distinct legal entities.

Appendix B to Part 420 - Sample Large Position Report

32. Q. When submitting a large position report, is there a specific form that must be used? What information
must be submitted?

A. No, there is no specific form that is required. Rather than mandating a specific form, Treasury permits
reporting entities to develop their own large position reports, provided that the reports contain all of the
required information as detailed in the rules. It is suggested that the following sample be used as a guide.
Market participants are advised to carefully read the rules to ensure that all the required information is
reported correctly. Failure to include any of the required information, including administrative information, in
the large position report will constitute non-compliance with the rules.

33. Q. Can an individual sign a large position report as the authorized official if he/she does not have one of
the specific titles listed in the rules?

A. Yes, such an individual may sign a large position report as long as he or she is the functional equivalent
(i.e., has equivalent authority or responsibilities) of one of the officials listed in the rules. For example, an
entity's treasurer may sign the report in lieu of a chief financial officer if he or she acts as the entity's top
decision-maker regarding the entity's financial matters.

Sample Large Position Report

Formula for Determining a Reportable Position ($ Amounts in millions at par value as of trade date)

Security Being Reported:                                    __________________
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Date For Which Information is Being Reported:               __________________

1. Net Trading Position                                     + $_______________

(Total of cash/immediate net settled positions; net when-issued positions; net forward
 positions, including next day settling; net

futures contracts that require delivery of the specific security; and net holdings of
 STRIPS principal components of the security.)

2. Gross Financing Position                                 + $_______________

(Total of securities received through reverse repos (including forward settling reverse
 repos), bonds borrowed, collateral for

financial derivative transactions and for other securities transactions which total may
 be reduced by the optional exclusion

described in §420.2(c).)

3. Net Fails Position                                       + $_______________

(Fails to receive less fails to deliver. If equal to or less than zero, report 0.)

4. TOTAL REPORTABLE POSITION                                = $_______________

Memorandum: Report one total which includes the

gross par amounts of securities delivered through

repurchase agreements, securities loaned, and as

collateral for financial derivatives and other securities
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transactions. Not to be included in item #2 (Gross

Financing Position) as reported above.                         $______________

Administrative Information to be Provided in the Report

Name of Reporting Entity:

Address of Principal Place of Business:

Name and Address of the Designated Filing Entity:

Treasury Security Reported on:

CUSIP Number:

Date or Dates for Which Information Is Being Reported:

Date Report Submitted:

Name and Telephone Number of Person to Contact Regarding Information Reported:

Name and Position of Authorized Individual Submitting this Report (Chief Compliance Officer; Chief Legal
Officer; Chief Financial Officer; Chief Operating Officer; Chief Executive Officer; or Managing Partner or
Equivalent of the Designated Filing Entity Authorized to Sign Such Report on Behalf of the Entity):

Statement of Certification:   “By signing below, I certify that the information contained
 in this report with regard to the

                              designated filing entity is accurate and complete. Further,
 after reasonable inquiry and to the

                              best of my knowledge and belief, I certify: (i) that the
 information contained in this report with

                              regard to any other aggregating entities is accurate and
 complete; and (ii) that the reporting

                              entity, including all aggregating entities, is in
 compliance with the requirements of 

17 CFR Part 
                              420.”

Signature of Authorized Person Named Above:

February 25, 1997

Bureau of the Public Debt
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Government Securities Regulations Staff

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 97-17
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March 21, 1997

  

Market Surveillance

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Special Stock List (Imbalance Publication) for March 31, 1997, Quarterly Expiration Day

March 31, 1997 is an expiration trade date.

An expiration day is a trading day prior to the expiration of index-related derivative products (futures, options
or options on futures), whose settlement pricing is based upon opening or closing prices on the Exchange, as
identified by a qualified clearing corporation (e.g., the Options Clearing Corporation).

SPECIAL STOCK LISTS.—IMBALANCE PUBLICATION

The Exchange has identified certain stocks which will, on expiration days, follow mandatory procedures
related to the dissemination of market order imbalances before the opening and/or the dissemination of MOC
imbalances prior to the close, as soon as practicable after 3:40 p.m.

The high-capitalized stock list consists of the fifty most highly capitalized stocks in the S&P 500 Index, plus
any Major Market Index stocks not included among those fifty stocks. The mid-capitalized stock list consists
of the ten most highly capitalized stocks in the S&P MidCap 400 Index. The special stock list applicable to
March 31, 1997 which integrates both of these lists is attached for your reference.

MANDATORY QUARTERLY INDEX EXPIRATION DAY PROCEDURES

In summary, no special action is required on a quarterly expiration day in relation to the opening, however, in
relation to the close, stocks on both the high-capitalized stock list and the mid-capitalized stock list, referred
to jointly as the integrated stock list, must follow procedures related to the publication of MOC imbalances as
soon as practicable after the cutoff time of 3:40 p.m. Also, pursuant to Information Memo 95-21, any stock
being dropped from or added to an index must publish an MOC status as soon as practicable after 3:40 p.m.,
as may any stock with Floor Official approval.

Complete discussion of auxiliary opening procedures and procedures for handling market-on-close (MOC)
orders on expiration days appears in Information Memo 96-34, which was published on November 8, 1996.

If you have any questions, you may direct them to David Fisch (212) 656-6769 or Carol Krusik (212)
656-4597.

________________________

Robert J. McSweeney

Senior Vice President

Attachments
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Quarterly Index Expiration Integrated Stock List - March 31, 1997.

ABT           ABBOTT LABORATORIES

*AES          AES CORPORATION (THE)

AFL           AFLAC INC.

AHP           AMERICAN HOME PRODUCTS CORPORATION

AIG           AMERICAN INTERNATIONAL GROUP INC.

AIT           AMERITECH CORP.

ALL           ALLSTATE CORP.

AN            AMOCO CORPORATION

AXP           AMERICAN EXPRESS COMPANY

BA            BOEING COMPANY

BAC           BANKAMERICA CORPORATION

BEL           BELL ATLANTIC CORPORATION

BEN           FRANKLIN RESOURCES INC.

BLS           BELLSOUTH CORPORATION

BMY           BRISTOL MYERS SQUIBB COMPANY
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CAH           CARDINAL HEALTH INC.

CCE           COCA-COLA ENTERPRISES INC.

CCI           CITICORP

CHV           CHEVRON CORPORATION

CMB           CHASE MANHATTAN CORP.

DD            DU PONT COMPANY

DIS           WALT DISNEY COMPANY

DOW           DOW CHEMICAL COMPANY

EK            EASTMAN KODAK COMPANY

F             FORD MOTOR COMPANY

FNM           FEDERAL NATIONAL MORTGAGE ASSOCIATION

G             GILLETTE COMPANY

GE            GENERAL ELECTRIC COMPANY

GM            GENERAL MOTORS CORPORATION

GTE           GTE CORPORATION

HWP           HEWLETT-PACKARD COMPANY
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IBM           INTERNATIONAL BUSINESS MACHINES CORP.

IP            INTERNATIONAL PAPER COMPANY

JNJ           JOHNSON AND JOHNSON

KMB           KIMBERLY CLARK CORP.

KO            COCA-COLA COMPANY

LLY           ELI LILLY AND COMPANY

LU            LUCENT TECHNOLOGIES INC.

MCD           MCDONALDS CORPORATION

MMM           MINNESOTA MINING AND MANUFACTURING

MO            PHILIP MORRIS COS. INC.

MOB           MOBIL CORPORATION

MOT           MOTOROLA INC.

MRK           MERCK AND COMPANY INC.

NB            NATIONSBANK CORP.

PG            PROCTER AND GAMBLE COMPANY

PEP           PEPSICO INC.
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PFE           PFIZER INC.

*PGR          PROGRESSIVE CORP.

RD            ROYAL DUTCH PETROLEUM COMPANY

S             SEARS ROEBUCK COMPANY

SAI           SUNAMERICA, INC.

SBC           SOUTHWESTERN BELL CORPORATION

SCH           CHARLES SCHWAB CORP.

*SGP          SCHERING PLOUGH CORP.

STT           STATE STREET BOSTON CORP.

T             AMERICAN TELEPHONE AND TELEGRAPH

TRV           TRAVELERS GROUP INC.

UN            UNILEVER N.V.

*UW           USA WASTE SERVICES INC.

*WFC          WELLS FARGO AND CO.

WMT           WAL-MART STORES INC.

XON           EXXON CORPORATION
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This list integrates the high-capitalized stock list, the 50 most highly capitalized stocks, in the S&P 500 Index
plus any Major Market Index stocks not included among those 50 stocks and the mid-capitalized stock list
which consists of the 10 most highly capitalized stocks of the S&P Midcap 400 Index, based on market values
as of March 10, 1997. The indicated (*) stocks have been added to the list since the last QIX trade date. C,
COL, EFX, HRC, TMO, and TX have been deleted.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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March 20, 1997

  

Member Firm Regulation

 PLEASE ROUTE TO TRAINING, COMPLIANCE/ LEGAL AND REGISTRATION DEPARTMENT

TO: Members and Member Organizations

ATTENTION: Managing Partners/ Chief Executive Officer/Branch Managers and Training and Human
Resources Directors

SUBJECT: Continuing Education Firm Element Advisory

Exchange Rule 345A (Continuing Education for registered Persons) requires members and member
organizations to maintain a continuing and current training program specifically tailored to their business
for registered persons who have direct contact with customers and their immediate supervisors. That
training, the Firm Element of the Securities Industry Continuing Education Program, must be evaluated and
updated at least annually. The Exchange, in conjunction with the Securities Industry /Regulatory Council on
Continuing Education, has identified topics that are particularly relevant to the industry at this time and may
be appropriate for members and member organizations to include in their Firm Element training.

Each member and member organization should consider the relevance of the topics identified in the attached
Advisory to the member or member organization's lines of business and training needs. The attachment
provide further direction for reviewing and considering the topics.

Questions about this Advisory should be directed to Anthony Colonna at 212-656-2741.

_____________________

Salvatore Pallante

Senior Vice President

Attachment

The Securities Industry Continuing Education Program Firm Element Advisory

One responsibility of the Securities Industry/Regulatory Council on Continuing Education (Council) is to
identify and recommend pertinent regulation and sales practice issues for inclusion in Firm Element training
plans.

Attached is a list of topics which the Council considers to be particularly relevant to the industry at this time.
The list is based on a review of the performance of registered persons in the Regulatory Element computer-
based training and recent regulatory advisories issued by industry self-regulatory organizations (SROs) over
the past 18 months. The Council is providing this list so that continuing education may be as pertinent and
enriching as possible to financial professionals in the securities industry.

These are topical issues. They are listed here to complement issues that firms have already determined to be
appropriate to their specific situation, but it is not mandatory for firms to address each and every one of them
in their Firm Element training. Each firm should review this list of topics vis a vis 1) the financial products and
services it offers to investors, and 2) its performance in the Regulatory Element. Each firm has discretion in
deciding the relevancy of these topics to its lines of business and training needs, but it also has the obligation
to include topics not listed but identified by its Firm Element Needs Analysis.
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The Council will periodically highlight additional relevant regulatory areas to assist the industry and invites
your assistance. Please direct your comments, suggestions or questions about this and future Advisories to
either John Linnehan, Director, Continuing Education, NASD Regulation, Inc., at (301) 208-2932 or Anthony
Colonna, Senior Specialist, New York Stock Exchange, at (212) 656-2741.

Module 1 of the Regulatory Element computer-based training

                                                             Registered representatives
 must update their U-4 disclosure when

Registration and reporting issues                            certain events occur,
 including:

                                                             •   criminal convictions or
 charges

                                                             •   regulatory disciplinary
 actions

                                                             •   certain civil judicial
 actions

                                                             •   customer complaints and
 arbitrations

                                                             •   certain employment
 terminations

                                                             •   financial proceedings
 such as bankruptcies and unsatisfied

                                                                 judgements or liens.

                                                             Certain of these and other
 events are also to be reported to the SROs

                                                             under other reporting
 requirements. See 
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NASD Conduct Rule 3070,

                                                             Reporting Requirements, and
 NYSE 

Rules 345 and 

351.

                                                             Selling away.

                                                             See NASD Conduct 

Rule 3040, Private Securities Transactions of an

                                                             Associated Person; NYSE 

Rule 346.

                                                             Registration requirements of
 registered representatives in light of

                                                             National Securities Markets
 Act of 1996

Module 3 of the Regulatory Element computer-based training

Suitability issues                                           Qualify customer's
 investment objectives in light of different types of

                                                             risk:

                                                             •   principal risk
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                                                             •   purchasing power
 (inflation) risk

                                                             •   reinvestment risk

                                                             •   liquidity risk

                                                             •   market risk

                                                             •   political risk.

                                                             

See AMEX 

Rules 411 and 

923; 

NASD Conduct Rule 2310,

                                                             

Recommendations to Customers (Suitability); NYSE 

Rules 345 and

                                                             

743.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

1360

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE411/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE345/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


Module 4 of the Regulatory Element computer-based training

Handling customer accounts                                   •   Insider trading
 restrictions.—to whom do they apply?

                                                                 

See 

SEC Rule 10b-5 and related references on the subject of

issues                                                           

insider trading.

                                                             •   Personal accounts with
 other broker/dealers require approval by

                                                                 designated supervisor.

                                                                 

See 

NASD Conduct Rule 3050, Transactions for or by

                                                                 

Associated Persons; 

NYSE Rule 407.

                                                             •   Trust accounts.—
disclosure to supervisor if registered
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                                                                 representative is a
 beneficiary.

                                                                 

See 

NASD Conduct Rule 3050, Transactions for or by

                                                                 

Associated Persons; 

NYSE Rule 407.

                                                             •   Definition of conversion
 of funds.

                                                                 

See 

NASD Conduct Rule 2330, Customer's Securities or Funds;

                                                                 

NASD IM-2310-2, Fair Dealing with Customers.

                                                             •   Distributing private
 offerings for not-for-profit organizations

                                                                 requires disclosure to,
 and approval of, broker/dealer.
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See 

NASD Conduct Rule 3040, Private Securities Transactions

                                                                 

of an Associated Person.

                                                             •   Ownership of assets in a
 joint account. When may transfers of

                                                                 funds be made?

                                                             •   Permitted activities
 upon the death of a client.

Telemarketing                                                The requirement to make and
 maintain a do-not-call list.

                                                             FTC regulations prescribing
 deceptive and abusive acts and practices

                                                             in connection with telephone
 solicitation to market products and

                                                             services.

                                                             

See MSRB Rule G-39; NASD Notice To Members 97-1, January
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1997; 

NYSE Rule 440A.

Mutual funds                                                 Disclosure, suitability,
 presentation of performance information,

                                                             switching issues, print and
 electronic communications.

                                                             

See Special NASD Notice To Members 95-80, September 26,

                                                             

1995.

Variable contracts                                           Suitability and sales
 practice considerations.

                                                             

See 

NASD Conduct Rule 2310 and 

IM-2310-2, and NASD Notice
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To Members 96-86, December 1996.

FRB Regulation T.—recent                                    

See NASD Notice To Members 96-37, June 1996; 

NYSE 
amendments                                                  
  
Information Memo 96-19

, June 11, 1996.

Index and currency warrants.—new                            

See AMEX Rules 1100-1110; 

NASD Conduct Rule 2840, Trading in

rules for trading                                            

Index Warrants, Currency Index Warrants, and Currency Warrants;

                                                             

NYSE Information Memo 96-33, November 5, 1996.

Options position and exercise                                

See AMEX Rules 904(b) and 905(b); CBOE Rule 4.11; NASD

limits.—recent amendments                                   
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Notice to Members 96-15, March 1996; 

NYSE Information Memo 96-28,

                                                             

September 18, 1996; PHLX Circular, Number 176-96, July 1996.

New SEC order execution rules                                

See NASD Notice To Members 96-65, October 1996 and Federal

                                                             

Register, Vol. 61, No. 178, September 12, 1996, Rules and

                                                             

Regulations; 

NYSE Information Memo 96-30, October 3, 1996.

Firmness of quotations                                       

See 

SEC Rule 11Ac1-1, NASD IM-3320.

Transaction reporting                                        

See 
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NASD Rules 4630, 

4640, 

4650, 

6400 Series, 

6550, 

6600

                                                             

Series, 6700 Series.

Limit orders                                                 

See Special NASD Notice To Members 95-43, June 5, 1995; NASD

                                                             

Notice to Members 95-67, August 1995 and 96-10, February 1996;

                                                             

NASD IM-2110-2, Trading Ahead of Customer Limit Order.

                                                             

See also New SEC order execution rules (above).
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Short sales                                                  

See 

SEC Rules 10a-1, 

10a-21; 

NASD Rules 3350, 

3360, 

4612,

                                                             

11830; 

NYSE Rule 440B and 

NYSE Information Memo 97-3, January

                                                             

17, 1997.

Activities deemed to be collusive                            

NASD Rule 2110, Standards of Commercial Honor and Principles of

and therefore prohibited                                     
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Trade; 

NASD Rule 2440, Fair Prices and Commissions and related

                                                             

Interpretive Material to these Rules.

IPOs and secondary issues                                    The use of research reports
 during the period of time after a registration

                                                             statement has been filed,
 but before the effective date.

                                                             

See 

SEC Rules 137, 

138, and 

139.

                                                             Circumstances requiring the
 delivery of a preliminary prospectus to

                                                             prospective investors.

                                                             

See 
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SEC Rules 430, 

460, and 

15c2-8.

Market volatility                                            Trading halts due to
 extraordinary market volatility. 

See AMEX Rule

                                                             

117; 

NYSE Rule 80B.

Speculative securities.—best                                Suitability, disclosure of
 material adverse facts and interests,

practices                                                    valuations, supervision,
 cold call requirements.

                                                             

See Special NASD Notice To Members 96-32, May 9, 1996 and

                                                             

NASD Notice To Members 96-60, September 1996.

Registered representatives who are                           Private securities
 transactions, record keeping, supervision, etc.
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also investment advisers.—clarification                     

See NASD Notice To Members 96-33, May 1996.

of NASD rules

governing them

Electronic media (e.g. the Internet).—supervisory           Disclosure of material
 adverse facts and interests, suitability,

and other obligations                                        communications with the
 public rules.

related to their use                                         

See NASD Notice To Members 96-50, July 1996, and proposed

                                                             

amendments to 

NYSE Rules 342, 

440 and 

472.

Reporting obligations under                                  Rule G-37: Political
 Contributions and Prohibitions on Municipal
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Municipal Securities Rulemaking                              Securities Business, MSRB
 Manual, and amendments.

Board (MSRB) Rules G-37 and G-38                             

See MSRB Reports, January 1997, pp. 11-13.

                                                             Rule G-38: Consultants, MSRB
 Manual.

                                                             

See also NASD Notice To Members 96-54, August 1996.

Reporting purchases and sales of                             MSRB Rule G-14: Reports on
 Sales and Purchases, MSRB Manual,

municipal securities.—pertinent                             and amendments.

topics                                                       

See MSRB Reports, January 1997, pp. 3-9.

                                                             Board to Proceed with
 Customer Transaction Reporting Program,

                                                             MSRB Reports, September
 1996, page 3.

                                                             Specifications for Reporting
 Customer Transactions to the MSRB,

                                                             MSRB Reports, September
 1996, page 10.
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                                                             Reporting Time of Trade to
 the Board in Inter-Dealer Transactions,

                                                             MSRB Reports, January 1996,
 page 23; June 1996, page 7.

                                                             MSRB Rule G-14 Transaction
 Reporting Procedures.—Time of Trade

                                                             Reporting, MSRB Reports,
 September 1996, page 17.

                                                             Guidelines for Reporting
 Inter-Dealer Transactions under Rule G-14,

                                                             MSRB Reports, June 1996,
 page 9.

                                                             Reporting Executing Dealer
 Identities in Inter-Dealer Transactions to

                                                             the Board, MSRB Reports,
 October 1995, page 35.

Municipal securities.—delivery of                           Rule G-36 on Delivery of
 Official Statements, Advance Refunding

Official Statements                                          Documents and 

Forms G-36(OS) and 

G-36(ARD) to the Board or its

                                                             Designee, MSRB Manual.
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                                                             Reminder to Dealers
 Regarding Delivery of Official Statements to the

                                                             Board: Rule G-36, MSRB
 Reports, September 1996, page 37.

Where To Obtain More Information

For more information about publications, contact the SROs at these addresses:

American Stock Exchange                 Chicago Board Options Exchange

American Stock Exchange                 Chicago Board Options Exchange

Publications Fulfillment                Investor Services

86 Trinity Place                        400 S. LaSalle Street

New York, NY 10006                      Chicago, IL 60605

(212) 306-1391                          (800) OPTIONS

http://www.amex.com                     

http://www.cboe.com

Municipal Securities Rulemaking Board   National Association of Securities Dealers

MSRB                                    NASD MediaSource

Publications Department                 P.O. Box 9403

1640 King Street                        Gaithersburg, MD 20898-9403

Suite 300                               (301) 590-6142
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Alexandria, VA 22314                    

http://www.nasd.com

(202) 223-9503

http://www.msrb.org

New York Stock Exchange                 Philadelphia Stock Exchange

New York Stock Exchange                 Philadelphia Stock Exchange

Publications Department                 Marketing Department

11 Wall Street                          1900 Market Street

18th Floor                              Philadelphia, PA 19103

New York, NY 10005                      (800) THE PHLX or (215) 496-5158

(212) 656-5273 or (212) 656-2089        

http://www.phlx.com

http://www.nyse.com                     or info@phlx.com

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 97-15

Click to open document in a browser

March 18, 1997

  

Member Firm Regulation

 TO: Members and Member Organizations

ATTENTION: Research Director, Compliance Officers, Training Directors

SUBJECT: Prior Experience Requirement of Candidates for the Supervisory Analyst Examination
(S16)

Recently, the Exchange has received many request to take the Supervisory Analyst Examination (Series
16) by individuals who do not meet the “previous experience” requirement mandated by NYSE Rule
344 (“Supervisory Analysts”), and interpretation thereto. The Exchange reminds members and member
organizations that candidates who request administration of the Series 16 examination must have the
necessary securities analysis experience. The Rule 344 interpretation defines appropriate experience as
“having at least three years prior experience as a securities analyst” (see attached copy of interpretation).

Please note that the Exchange will consider applicable experience obtained at a broker-dealer, bank, money
manager, government organization, or other related organization. The three-year experience criterion means
three successive years or an accumulation of three years experience.

Candidates will be required to submit, as part of the application process, documentation of satisfactory
experience to the Exchange's Qualification and Registration Department in the form of a letter in which the
previous experience is described. The letter must be on the members or member organization's letterhead
and must be signed by the candidate's supervisor.

The Exchange will determine the acceptability of a candidate's experience on an individual basis. Those
candidates who do not satisfy the experience requirement will not be permitted to sit for the examination.

If you have questions concerning application procedures for the Supervisory Analyst Examination, please
contact Juan Vazquez at 212-656-4814. Questions regarding the Series 16 Content Outline should be
directed to Anthony Colonna at 212-656-2741.

_____________________

Salvatore Pallante

Senior Vice President

Rule 344 SUPERVISORY ANALYSTS

/01 Experience

Appropriate experience for a candidate for Supervisory Analyst has been defined as having at least three
years prior experience as a securities analyst.

/02 Director of Research

A person having the title of “Director of Research need not be a supervisory analyst as defined by the rule
so long as he does not approve research reports. If, however, such a person is in charge of registered
representatives, he must qualify as a supervisory person under Rule 342.13.
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/03 Chartered Financial Analyst (CFA)

Successful completion of the CFA Level I Examination given by the Institute of chartered Financial Analysts
(in lieu of completion of Levels, I, II and III for a full CFA designation) will suffice to allow a supervisory analyst
candidate to take a special version of the Supervisory analyst's examination which is limited to Exchange
Rules on research standards and related matters.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 97-14

Click to open document in a browser

March 14, 1997

  

Market Surveillance

 TO: All Members and Member Organizations

FROM: Market Surveillance

Subject: Special Stock Lists (Imbalance Publication) for March 21, 1997, Expiration Friday

March 21, 1997 is an expiration trade date.

An expiration day is a trading day prior to the expiration of index-related derivative products (futures, options
or options on futures), whose settlement pricing is based upon opening or closing prices on the Exchange, as
identified by a qualified clearing corporation (e.g., the Options Clearing Corporation).

SPECIAL STOCK LISTS.—IMBALANCE PUBLICATION

The Exchange has identified certain stocks which will, on expiration days, follow mandatory procedures
related to the dissemination of market order imbalances before the opening and/or the dissemination of MOC
imbalances prior to the close, as soon as practicable after 3:40 p.m.

The high-capitalized stock list consists of the fifty most highly capitalized stocks in the S&P 500 Index, plus
any Major Market Index stocks not included among those fifty stocks. The mid-capitalized stock list consists
of the ten most highly capitalized stocks in the S&P MidCap 400 Index. The special stock lists applicable to
March 21, 1997 are attached for your reference.

MANDATORY EXPIRATION DAY PROCEDURES

In summary, in relation to the opening, stocks on the high-capitalized stock list and mid-capitalized stock list
must follow procedures related to the publication of market order imbalances at the appointed time, 9:00 a.m.
In relation to the close, only the stocks on the high-capitalized stock list must follow procedures related to the
publication of MOC imbalances as soon as practicable after the MOC cutoff time of 3:40 p.m. Also, pursuant
to Information Memo 95-21, any stock being dropped from or added to an index must publish an MOC status
as soon as practicable after 3:40 p.m., as may any stock with Floor Official approval.

Complete discussion of auxiliary opening procedures and procedures for handling market-on-close (MOC)
orders on expiration days appears in Information Memo 96-34, which was published on November 8, 1996.

If you have any questions, you may direct them to David Fisch (212) 656-6769 or Carol Krusik (212)
656-4597.

_______________________

Robert J. McSweeney

Senior Vice President

Attachments

High-Capitalized Stock List - March 21, 1997, Expiration Friday

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

1378

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P97-14%2909013e2c855b326a?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/95-21/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/96-34/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


ABT             ABBOTT LABORATORIES

AHP             AMERICAN HOME PRODUCTS CORPORATION

AIG             AMERICAN INTERNATIONAL GROUP INC.

AIT             AMERITECH CORP.

ALL             ALLSTATE CORP.

AN              AMOCO CORPORATION

AXP             AMERICAN EXPRESS COMPANY

BA              BOEING COMPANY

BAC             BANKAMERICA CORPORATION

BEL             BELL ATLANTIC CORPORATION

BLS             BELLSOUTH CORPORATION

BMY             BRISTOL MYERS SQUIBB COMPANY

CCI             CITICORP

CHV             CHEVRON CORPORATION

CMB             CHASE MANHATTAN CORP.

DD              DU PONT COMPANY
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DIS             WALT DISNEY COMPANY

DOW             DOW CHEMICAL COMPANY

EK              EASTMAN KODAK COMPANY

F               FORD MOTOR COMPANY

FNM             FEDERAL NATIONAL MORTGAGE ASSOCIATION

G               GILLETTE COMPANY

GE              GENERAL ELECTRIC COMPANY

GM              GENERAL MOTORS CORPORATION

GTE             GTE CORPORATION

HWP             HEWLETT-PACKARD COMPANY

IBM             INTERNATIONAL BUSINESS MACHINES CORP.

IP              INTERNATIONAL PAPER COMPANY

JNJ             JOHNSON AND JOHNSON

KMB             KIMBERLY CLARK CORP.

KO              COCA-COLA COMPANY

LLY             ELI LILLY AND COMPANY
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LU              LUCENT TECHNOLOGIES INC.

MCD             MCDONALDS CORPORATION

MMM             MINNESOTA MINING AND MANUFACTURING

MO              PHILIP MORRIS COS. INC.

MOB             MOBIL CORPORATION

MOT             MOTOROLA INC.

MRK             MERCK AND COMPANY INC.

NB              NATIONSBANK CORP.

PG              PROCTER AND GAMBLE COMPANY

PEP             PEPSICO INC.

PFE             PFIZER INC.

RD              ROYAL DUTCH PETROLEUM COMPANY

S               SEARS ROEBUCK AND CO.

SBC             SOUTHWESTERN BELL CORPORATION

SGP             SCHERING PLOUGH CORP.

T               AMERICAN TELEPHONE AND TELEGRAPH
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TRV             TRAVELERS GROUP INC.

*UN             UNILEVER NV

WFC             WELLS FARGO AND CO.

WMT             WAL-MART STORES INC.

XON             EXXON CORPORATION

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of March 10, 1997
and the 20 Major Market Index stocks. The indicated (*) stock has been added to the list. COL has been
deleted.

Mid-Capitalized Stock List - March 21, 1997 Expiration Friday

 *AES            AES CORPORATION (THE)

 AFL             AFLAC INC.

 BEN             FRANKLIN RESOURCES INC.

 CAH             CARDINAL HEALTH INC.

 CCE             COCA-COLA ENTERPRISES INC.

 PGR             PROGRESSIVE CORP.

 SAI             SUNAMERICA INC.

 SCH             CHARLES SCHWAB CORP.

 STT             STATE STREET BOSTON CORP.
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 UW              USA WASTE SERVICES INC.

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of March 10,
1997. The indicated (*) stock has been added to the list. EFX has been deleted.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 97-13

Click to open document in a browser

March 7, 1997

  

Market Surveillance

 TO: All Members and Member Organizations

Subject: Allocation Policy and Procedures

The Securities and Exchange Commission has approved amendments to the Exchange's Allocation Policy
and Procedures, which will be implemented as a seven-month pilot program. These amendments are
effective immediately. The amended policy is attached.

The principal changes to the Exchange's Allocation Policy and Procedures are described below:

Listing Company Input:

Listing companies will have two options, either: (1) to have their specialist unit selected by the Allocation
Committee according to exiting allocation criteria, with company input permitted in the form of a “generic
letter” which may describe desired general characteristics of a specialist unit, but may not mention particular
units, or described characteristics that would be applicable to a readily identifiable specialist unit; or (2)
to make the final selection of a specialist unit from among three to five units selected by the Allocation
Committee, with (as in (1) above) a generic letter from the company describing desired specialist unit
characteristics permitted. In the case of both options, if a generic letter is submitted, the letter would be
distributed to all specialist units along with allocation data sheets (“green sheets”).

The Exchange is not changing the criteria by which the Allocation Committee reviews allocation applications.
Such reviews would continue to be made pursuant to the criteria specified in the policy, which include review
and consideration of the results of the Specialist Performance Evaluation Questionnaire, objective measures
of specialist performance, and the professional judgment of the members of the Allocation Committee. If a
listing company elects the second option discussed above, the Allocation Committee would be required to
select only those units demonstrably deemed to be the most qualified to receive such allocation from among
the units that apply, based upon the criteria set forth in the policy.

Meetings with specialist units:

Companies selecting option two would meet with units chosen by the Allocation Committee (in person at the
Exchange or by teleconference) within two business days (or such longer time period as permitted by the
Exchange in a particular case) of the Allocation Committee meeting, and would select one unit within one
business day thereafter. The number of company representatives attending would not be limited, but at least
one must be a senior official of the company of the rank of Corporate Secretary or higher. Specialist units are
limited to three attendees, all of whom must be employees of the unit and at least one of whom must be the
specialist designated to trade the stock.

Specialist Unit Applications/Company Contacts:

If a generic letter is distributed, specialist units must indicate how they meet the characteristics described.
Specialist units must disclose all contacts by them or any individual acting on their behalf pertaining to a
listing on the Exchange with any employee of the listing company, or any individual acting on the company's
behalf, within six months prior to distribution of the “green sheets.” Once the “green sheets” are distributed,
the Exchange expects that specialist units will have no contacts with listing companies. If a specialist unit
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wishes to change specialists within six months of the date a company begins trading, the unit must inform the
Allocation Committee in writing and disclose its reasons.

“Blanket” Applications:

All specialist units will be deemed to have filed with the Exchange a blanket application pursuant to which the
applicant agrees to accept the allocation of any security.

Questions concerning these amendments may be directed to Brian McNamara (212) 656-7086 or Linda
Korbin (212) 656-3008.

_________________________

Robert J. McSweeney

Senior Vice President

Exhibit A

Deletions [bracketed]

Additions are Underlined.

NEW YORK STOCK EXCHANGE, INC.

Allocation Policy and Procedures

I. PURPOSE

The current allocation process was established in 1976. In September 1986 the Quality of Markets Committee
of the NYSE Board of Directors appointed a special Allocation System Review Committee (ARC) to conduct
a comprehensive review of the allocation process. The ARC's recommendations were implemented once
approved by the SEC in May 1990. A second and third committee were appointed to review the policy and to
make revisions where appropriate. The objective of each review was to preserve the integrity of the original
system and build upon its strengths, in order to ensure that the allocation process:

(1) is based on fairness and consistency;

(2) maximizes the professionalism, expertise and objectivity of committee members;

(3) minimizes potential conflicts of interest;

(4) rewards performance and provides an incentive for performance improvement;

(5) spreads reward and risk throughout the specialist system, in order to contribute to its strength and
continued viability;

(6) provides the best possible match between specialist unit and stock, and provides an opportunity for input
from the listing company for that purpose;

(7) provides for education of all participants in the allocation process; and

(8) ensures the strength and autonomy of the Allocation Committee in applying policy.

Both committees concluded that, since its inception in 1976, the allocation process has worked very well.
Because specialists can expand their business only by increasing the number of their specialty stocks,
allocation criteria and procedures and the performance evaluations on which they rely focus critical attention
on customer service and ongoing improvement in the level of specialists' performance. The result is higher
quality markets, benefiting the investing public, listed companies and member organizations.

The committee recognizes that one key to continued success is ongoing education to ensure understanding
of and commitment to the allocation process. The effectiveness of the allocation system, and the full
confidence of the board range of Exchange constituents in that process, also depend on specialist
performance data and can be sustained only to the extent that the performance evaluation process provide
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the highest quality data to the deliberative process. The Allocation System Review Committee reviewed
and developed recommendations regarding the SPEQ process in 1991. It is essential that the Exchange
continue to periodically review and seek to improve the specialist performance evaluation process as well as
the allocation system.

This document presents the policy of the Exchange with respect to the allocation of equity securities: (1)
when a common stock is to be initially listed on the Exchange; (2) when a security is to be reallocated as a
result of disciplinary or other proceedings under Exchange Rules 103A, 475 and 476; or (3) when a specialist
unit voluntarily surrenders its registration in a security as a result of possible disciplinary or performance
improvement action. The purpose of the allocation system is: (1) to ensure that securities are allocated in
an equitable and fair manner and that all specialist units have a fair opportunity for allocations based on
established criteria and procedures; (2) to provide an incentive for ongoing enhancement of performance
by specialist units: (3) to provide the best possible match between specialist unit and security and (4) to
contribute to the strength of the specialist system.

II. ALLOCATION COMMITTEE

Responsibility

The Allocation Committee has sole responsibility for the allocation of securities to specialist units under this
policy pursuant to authority delegated by the Board of Directors, and is overseen by the Quality of Markets
Committee of the Board (“QOMC”). The Allocation Committee renders decisions based on the allocation
criteria specified in this policy (see Section IV). Allocation decisions are published for Exchange Floor
members and are communicated to listing companies by Exchange staff. The Allocation Committee gives
periodic reports to the QOMC.

Composition

The composition of the Allocation Committee is intended to maximize expertise and objectivity in the
allocation process.

To this end, the committee is comprised of 7 Floor brokers, including 3 broker Governors (1 of whom may
be an independent/two dollar broker), 4 other Floor brokers from the Allocation Panel (1 of whom must be an
independent/two dollar broker) and 2 allied members from the Market Performance Committee or the panel.
For options allocations, only 1 Governor shall sit on the committee. Commission brokers contribute their
experience in conducting business with specialists, as well as broad-based knowledge of units on the Floor.
Therefore, they have the largest representation on the committee. Allied members often provide a perspective
on the trading characteristics of new listings and experience as an off-Floor customer of the specialists.
Including Governors on the committee adds comprehensive knowledge of specialist performance as well as a
broad perspective and expertise relating to the Exchange.

The 9-member committee is chosen from an Allocation Panel (See Section III), which includes Floor
brokers, allied members, Governors, and Senior Floor Officials. Selection of committee members within the
appropriate member categories is random as to individuals, but an effort is made to appoint individuals who
have not yet served on the committee before reappointing past committee members. The Exchange also tries
to provide a balanced Floor geographical mix.—3 Main Room, 2 Garage, 1 Blue Room, 1 Expanded Blue
Room. Efforts are also made to include no more than one broker or allied member whose firm is affiliated with
a specialist unit.

Term of service

Committee members serve 4-month terms, and every two months four or five members are rotated, thereby
fostering continuity and objectivity in the decision-making process.
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A committee member whose term has expired is ineligible for consecutive reappointment, but after two
months is eligible for further service if again randomly selected.

Quorum requirement

A full Allocation Committee affords optimal participation, and every effort is made to have 9 members for each
allocation decision. Whenever standing committee members are unable to serve for a particular meeting or
must abstain from deliberations regarding particular stocks, randomly selected panel members may substitute
to complete a 9-member committee. A quorum requirement is established so that allocation decisions can
otherwise be made, provided there are 7 members including 6 Floor brokers, at least two of whom are
Governors, and 1 allied member. For options allocations, a quorum shall include one Governor. In the event
that any of the broker Governors on the standing committee are not able to attend an Allocation Committee
meeting, or are unable to participate in the allocation of a particular stock, the Exchange first seeks to
substitute for such Governor(s) with another broker Governor on the panel. If no such Governor is available, a
Senior Floor Official broker on the panel who is not currently a standing member of the Allocation Committee
may serve as a substitute for a Governor for the purpose of meeting the Governor quorum requirement.
If no Senior Floor Official broker on the panel is available, any Senior Floor Official broker on the standing
committee may substitute for the absent Governor(s) for the purpose of meeting the Governor quorum
requirement. The Exchange seeks as a substitute a Senior Floor official who is not currently a standing
member of the Allocation Committee in order to maximize the level of seniority of the standing committee.
In the event no current Floor broker or allied panel member is available, a former Allocation Committee
chairman may substitute, but may not substitute for a Governor for the purpose of meeting the Governor
quorum requirement, unless such former Allocation Committee chairman is a Senior Floor Official on the
panel. A former chairman brings unique experience and expertise to the process.

Chairman

The Allocation Committee chairman is selected from among the Floor brokers on the standing committee
whose firms conduct business with the public, as well as Governors. (Governors and brokers whose firms
are affiliated with a specialist unit are ineligible to serve as chairman.) All candidates for chairman must have
experience on the Allocation Committee to qualify. The chairman is elected by current Allocation Committee
members, including outgoing members, and members of the committee who will be serving at the time of the
chairman's appointment.

While allocation decisions are made by the committee as a whole, the chairman's role calls for leadership in
conducting meetings in accordance with policy and procedure, emphasizing the importance of preserving the
integrity of the allocation process, the committee's responsibility to serve the best interests of the public and
the Exchange, and the need to suspend individual interest and avoid possible conflicts of interest.

In order to foster a complete understanding of and ensure consistency of the allocation process, each new
chairman is elected two months prior to the commencement of his or her term as chairman. The eligible
members will thus include the brokers with 4 to 6 months remaining in their committee terms, plus the brokers
selected for rotation onto the committee two months hence. The chairman will serve until the end of his or her
committee term (i.e., two to six months).

If elected prior to the commencement of his or her committee term the chairman-elect will attend the meetings
as an observer and discuss the allocations with the current chairman. If already serving on the committee,
the chairman-elect will likewise discuss the meetings with the current chairman. Orientation of each new
chairman will also be provided by former chairmen of the Allocation Committee and by the Quality of Markets
Committee. A standardized agenda for education of new chairmen will be made available.

Committee member abstentions
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In making allocation decisions pursuant to this policy, it is the responsibility of each Allocation Committee
member to adhere strictly to the approved allocation criteria. A committee member who feels he or she
cannot abide by the criteria due to potential conflict of interest (e.g., allocation involving a relative, a financial
interest, relief specialists, etc.) should disqualify himself or herself from the deliberations.

If an Allocation Committee member has an investment banking relationship (defined as manager or co-
manager of an underwriting group) or is in an advisory fee relationship with an about-to-be listed company,
that committee member must abstain from allocation deliberations with respect to that particular stock. A
broker or allied member whose firm is affiliated with a specialist unit must abstain from deliberations regarding
allocation of a stock for which that unit has applied.

Committee disclosure

The names of the standing committee members will be kept confidential. Allocation Committee books will not
be delivered to committee members on the trading Floor. Committee members will pick up their books at the
Committee Support Services area.

Committee information

Allocation policy provides the application form and related written correspondence as the means by which
interested parties transmit to the Allocation Committee information pertinent to allocations. Exchange
members and investment bankers may not initiate contact with Allocation Committee members pertaining to
an upcoming allocation. Allocation Committee members will enforce this prohibition. Allocation decisions are
made by the committee as a whole, based on the published allocation criteria. Under all circumstances the
confidentiality of the Allocation Committee's deliberations is paramount.

Observation of Committee Meetings

All incoming committee members are expected to observe as many committee meetings as possible prior to
the commencement of their committee terms.

III. ALLOCATION PANEL

Composition

The composition of the Allocation Panel reflects the committee structure and includes 28 Floor brokers, 8
allied members, the 8 Floor broker Governors who are part of the panel by virtue of their appointment as
Governors, the 4 allied members serving on the Market Performance Committee, and a minimum of 5 Senior
Floor Official brokers that have been appointed to the panel.

Selection

Panel members are nominated by the membership. A selection committee, appointed by the Floor
Directors, reviews the nominations and recommends panel appointments to the Floor Directors, who finalize
recommendations for presentation to the QOMC. The selection committee operates in accordance with such
guidelines as are established and made known to the membership from time to time. The selection committee
and, in turn, the Floor Directors seek to develop a representative panel that maximizes professional expertise
and broad exposure on the Floor by including members from various types of firms and from diverse locations
on the Floor. To the maximum extent possible, the Floor members on the panel are expected to be a core
group of experienced, senior professionals, such as former Allocation Committee chairmen, Senior Floor
Officials, and current and former Floor Governors.

In the case of allied members, the member organization is appointed to the panel. The individual
representative is then selected by the organization. A Floor Director gives guidance to the organization in
selecting an appropriate representative.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

1388

http://researchhelp.cch.com/License_Agreement.htm


Eligibility

Professional expertise and experience are essential to the excellence of the allocation system. Therefore, a
Floor member must have a minimum of 5 years experience as a member on the Floor in order to be eligible
for appointment to the Allocation Panel. In the case of allied members, the member organization shall select
a representative with at least 5 years of trading experience in listed equities and a senior position on the
trading desk. Each allied member may designate one alternate who meets the Panel qualifications, subject to
approval by the Floor Directors.

Term of service

Panel members are appointed to serve a one-year term. They may serve a maximum of 6 consecutive one
year terms. Once a panel member has served a total of two 4-month committee terms, the member is rotated
off the panel at the next annual meeting of the Exchange. The panel members serve staggered terms so
that every 2 months 4 or 5 members rotate from the committee. Once rotated off, the member is ineligible
for appointment to the panel for one year. Governors are not subject to the two committee term restriction,
but remain on the panel for as long as they are Governors. Senior Floor Officials are subject to annual
reappointment, but are not subject to the two committee term restriction and are not limited to a maximum of
six consecutive one year terms.

IV. ALLOCATION CRITERIA

Allocation decisions under this policy are based on the professional judgment of the Allocation Committee in
applying specified criteria.

In order to ensure that a single criterion is not afforded too great a weight in any allocation decision, and in
order to ensure consistency in the allocation process, the Allocation Committee will base its decisions on the
following:

(i) results of the Specialist Performance Evaluation Questionnaire (“SPEQ”) (to be given no more than 25%
weight);

(ii) objective performance measures; and

(iii) the committee's expert professional judgment in considering the SPEQ, objective measures of
performance, and other criteria as enumerated below.

Set forth below are the criteria, followed by an explanation of each:

•.—SPEQ

•.—Objective performance measures

•.—Professional judgment

•.—Listing company input

•.—Allocations received

•.—Capital deficiency, disciplinary actions, justifiable complaints

•.—Foreign listing considerations

Specialist Performance Evaluation Questionnaire

The SPEQ includes several facets. Professional judgment determines the relative weight of the various
aspects listed below:

(a) ratings in the current quarter, particularly relative to other applicants;

(b) improved ratings;

(c) ratings over time (e.g., 4 quarters), to consider possible aberrations in ratings;
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(d) the strengths of the individual specialist designated by the unit to handle the stock, relative to the
strengths of the specialists designated by other applicants, as indicated by SPEQ comments that frequently
refer to performance of individuals;

(e) ratings and written comments on specific specialist functions in relation to particular characteristics of the
new listing; and

(f) written SPEQ comments as to the performance of the entire unit.

Objective measures of performance

The objective performance measures include TTV, stabilization and such other measures as may be adopted.
Objective measures in Rule 103A include:

(a) timeliness of regular openings;

(b) promptness in seeking Floor official approval of a non-regulatory delayed opening;

(c) timeliness of DOT turnaround; and

(d) response to administrative messages.

The objective measures are reported to the Allocation Committee as a “pass” or “fail” as specified in Rule
103A.

Specialist dealer performance is measured in terms of participation (TTV) and stabilization. The Allocation
Committee receives the most recent data available and historical data with respect to each applicant's
performance in relation to other units evaluated during the same time period.

The Allocation Committee is informed if an applicant has been subject to a performance improvement action
in the most recent four quarters.

Although stocks are allocated to units, as noted above, the committee may give consideration to the person
who will serve as the specialist. Therefore, it is important that the application accurately represent the unit's
plans as to the individual who will handle the stock.

Professional judgment

The expert, professional judgment of the members of the Allocation Committee is crucial to the allocation
decision-making process. Decisions are based on professional judgment, rather than mathematical
calculation. Each committee member evaluates the data and determines how the specified criteria should
be applied in each allocation, based on his or her expertise and experience from the viewpoint of his or her
role in the Exchange community. In addition to the SPEQ and the objective performance measures described
above, the committee also considers listing company input, allocation received, capital and disciplinary and
cautionary data, as detailed below.

Listing company input

[Listing on the New York Stock Exchange is a significant development for a company, and the assignment
of a specialist to make a market in the company's shares via the allocation process is an important step. The
listing company may wish to communicate its views for consideration by the Allocation Committee in selecting
the best possible specialist for the company's stock.

The Allocation Committee will consider a letter from the listing company requesting specific units and/or
specifying particular expertise in one or more aspects of the specialist's role. While specialist performance
continues to be the most significant criterion, the committee will use its professional judgment in giving
appropriate weight to all relevant factors, including company letters, to determine the selection of a specialist
unit.
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From time to time a listing company may choose to interview specialist units. The Exchange takes a neutral
position on this practice and as such will neither arrange interviews nor recommend units to be interviewed.]

Listing on the New York Stock Exchange is a significant development for a company, and the assignment of
a specialist through the allocation process is an important step. The Exchange's Allocation Policy is intended
to provide listing companies with a choice of alternatives as to how their specialist unit may be selected. The
listing company may choose to have its specialist unit selected by the Allocation Committee, in accordance
with the criteria specified in the Allocation Policy, and the exercise of the Committee's expert professional
judgment. Alternatively, the listing company may choose to become more directly involved in the selection
process. In that case, the company may request that the Allocation Committee select specialist units that
would be appropriate to trade the company's stock, with the company then making the final selection from
among the group of units as chosen by the Allocation Committee. Such a group shall consist of three, four
or five units, selected by the Committee as demonstrably deemed to be the most qualified to receive such
allocation from among the units that apply, based upon the criteria set forth in this policy. These procedures
shall apply to the allocation of a newly-listing company, as well as the reallocation of an already listed
company.

Specialist Unit Selected by Allocation Committee. If the listing company so chooses, the Allocation
Committee shall select the specialist unit to be allocated the company's stock based on the Committee's
expert assessment of the type of specialist unit that would be most appropriate for the company, and the
Committee's professional evaluation of performance data and other relevant information as specified in
the Allocation Policy. The listing company may submit a letter to the Allocation Committee describing the
characteristics (e.g., trading philosophy, policies on maintaining communications with its listed companies,
etc.) it believes would be appropriate for the unit that would be selected to trade its stock. The listing company
may not, however, identify any particular specialist unit in its letter, or specify characteristics so unique as to
be applicable only to a readily identifiable specialist unit.

Specialist Unit Selected by Listing Company. If the listing company so chooses, it may request that the
Allocation Committee select specialist units that would be appropriate to trade the company's stock, with
the company then making the final selection. If the listing company chooses this alternative, the company
may either make no communication to the Allocation Committee, or it may submit a letter (as noted in the
preceding paragraph) to the Committee describing the characteristics the company believes would be
appropriate for the units to be selected by the Committee. The listing company may not, however identify any
particular specialist unit in its letter, or specify characteristics so unique as to be applicable only to a readily
identifiable specialist unit.

Meetings Between Listing Company and Specialist Units. Within two business days after the selection of
a group of specialist units as described above (unless the Exchange has determined to permit a longer
time period in a particular case), the listing company shall meet, either in person or by teleconference, with
representatives of each of the specialist units. Meetings to be held in person shall normally be held at the
Exchange, unless the Exchange has agreed that they may be held elsewhere. At least one representative of
the listing company must be a senior official of the rank of Corporate Secretary or above of that company. No
more than three representatives of each specialist unit may participate in the meeting, each of whom must
be employees of the specialist unit, and one of whom must be the individual who is proposed to trade the
company' stock.

Listing Company's Selection of Specialist Unit. Within one business day following its meeting with
representatives of the specialist units (or such longer time period as the Exchange may permit in a particular
case), the listing company shall select its specialist unit in writing, signed by a senior official of the rank of
Corporate Secretary or higher duly authorized to so act on behalf of the company. The Allocation Committee
shall then confirm the allocation of the stock to that unit, at which time the stock shall be deemed to have
been so allocated.
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Allocation Applications. In their applications for the allocation of a listing company's stock, specialist units
must describe all pertinent factors as to why they believe they should be allocated the stock. At a minimum,
such factors should include a description of the unit's capital base; identity and experience of the individual
proposed to trade the stock, with a description of other securities traded by that individual; and a discussion
of why that individual is appropriate to trade the listing company's stock. If the listing company has submitted
a letter to the Allocation Committee as permitted herein, a copy of such letter shall be made available to
all specialist units. In their applications to be allocated the stock of such company, specialist units shall
be expected to indicate how they meet the characteristics described in the company's letter. If, within six
months of the date a newly-listed company begins trading on the Exchange (or a company which has been
reallocated begins trading with its new unit), the specialist unit determines that the individual specialist who
trades the company's stock should be an individual other than the one named in the allocation application, the
specialist unit shall so inform the Allocation Committee, in writing, and disclose its reasons therefor. These
letters shall be maintained in the permanent records of the Committee.

In addition, specialist units must describe in their applications to be allocated the stock of a listing company
any contacts they, or any individual acting on their behalf, have had with any employee of that company, or
any individual acting on behalf of that company with regard to its prospective listing on the Exchange, within
six months prior to the date that allocation applications are solicited with respect to that company.

Allocations received

The committee is provided information on allocations received by each unit in the preceding year and the
current year, the number of applicants for those stocks allocated in the past and the number of stocks lost
through corporate mergers, delistings or other such events over which the specialist has no control. While
a recent allocation does not preclude a unit from being awarded a subsequent new listing, the committee
considers such factors in comparing similarly qualified applicants.

Capital deficiency

The committee is informed of any applicant that is in capital violation, or is potentially in violation, based
on a current check of estimated capital data (conducted between the application deadline and the date of
the allocation meeting). A unit with a capital deficiency will be informed in advance of the meeting and may
provide information for the committee explaining the circumstances of the unit's capital situation. The unit's
capital history will also be provided (frequency of past violations and borderline situations).

Disciplinary and cautionary data

The committee is informed of disciplinary and cautionary actions, as described below.

Cautionary letters regarding market maintenance are reported for 12 months beginning at the time of
issuance.

All other cautionary letters and summary fines are reported for 6 months beginning at the time of issuance.

The preceding parameters apply equally to disciplinary or cautionary actions that result from a justifiable
complaint (public or institutional complaint received via correspondence).

The committee is informed of significant pending enforcement matters. The investigations are included in an
allocation file when (a) a stipulation is signed or (b) when charges are issued. If formal disciplinary action is
ultimately taken, the item would remain in the file for 6 months after a Hearing panel decision is final.

Foreign listing considerations

The special characteristics of foreign issues often require the specialist to commit extra resources in order to
be a presence in the foreign market. Therefore, in allocating a foreign issue, the committee also considers a
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specialist applicant's commitment to establish and maintain relationships with arbitrage houses and foreign
brokerage firms, and to gain familiarity with various aspects of trading securities of foreign issuers.

V. POLICY NOTES

Spin-offs, listing of related companies and relistings

Spin-offs and related companies of listed companies and relistings are treated as new listings, with allocation
open to all units. Information about the relationship to a listed company or prior listing and the name of the
specialist involved, is included on the stock data sheet inviting specialist applications. The same information
is provided to the committee for consideration in their deliberations regarding the allocation of the new listing.
While committee members use their own judgment to determine what consideration, if any, should be given to
that information, a listing company's request not to be allocated to its former specialist unit (or the specialist in
the parent or related company) will be honored.

Listed Company Mergers

When two NYSE listed companies merge, the merged entity is assigned to the specialist in the company
that is determined to be the survivor-in-fact (dominant company). Where no surviving/dominant entity can be
identified, the matter is referred to the Allocation Committee and all specialist units are invited to apply.

Support of the allocation system

The Allocation Committee views positively a specialist unit's applying for a broad range of issues.

Criteria for applicants that are not currently specialists

Since an entity seeking to enter the specialist business does not have a history directly comparable to that of
existing units, the Allocation Committee considers the following criteria with respect to applicants that are not
currently specialists.

1. Individuals proposed as specialists must have successfully completed the Exchange's specialist
examination.

2. The proposed unit must demonstrate that it understands the specialist business, including the needs of
brokers, their organizations, and their customers.

3. The proposed unit must demonstrate an ability and willingness to trade as necessary to maintain fair and
orderly markets with depth and liquidity, and facilitate the execution of orders.

a) The proposed unit should indicate the extent of its capital commitment to specializing over and above the
minimum capital requirements.

b) The proposed unit must have sufficient specialist and clerical support dedicated to maintaining and
servicing the market in a specialty stock.

c) If the proposed specialist unit or any of its participants is presently a specialist or market maker on any
exchange, performance during the prior 12 months, as evidenced by available data maintained by such
exchange which evaluates the quality of performance of the unit or its participants as a specialist or market
maker on such exchange, will be considered by the Allocation Committee.

4. Other factors that will be considered by the Allocation Committee include any action taken or warning
issued within the past 12 months by any regulatory or self-regulatory organization against the unit or any of its
participants relating to:

a) any capital or operational problem; or

b) any Floor-related activity.

VI. PROCEDURES
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Applications

Whenever a security is to be allocated to a specialist unit, all specialist units are invited to submit applications
to the Exchange prior to the published deadline for the allocation of such security. The application of any
specialist unit shall be in such form as shall be approved from time to time by the Exchange, but each
applicant shall be free to submit in writing such additional information in support of its application as it may
wish to bring to the attention of the Allocation Committee.

Blanket applications

[A] All specialist unit s [may also] shall be deemed to have file d with the Exchange a blanket application
pursuant to which the applicant agrees to accept the allocation of any security. Any security allocated to a
specialist unit on the basis of its blanket application shall not be reflected in the records of the Exchange as a
“security gained” nor shall it prejudice that unit's eligibility for future allocations.

Decision making

An allocation decision pursuant to this policy is made on the basis of the specified criteria, by a majority vote
of the committee members present at the meeting and eligible to vote on such matter.

Announcement

Written notice of the name and post location of the successful applicant are made known to the members of
the Exchange and to the issuer of the security allocated.

Registration of Specialists

Each member associated with the specialist unit to which any security is allocated who acts as a regular
specialist in such security shall be registered as a specialist in such security pursuant to Rule 103.

VII. EDUCATION

Education of all participants is a key to ensuring continued quality and consistency in the allocation process.
A summary of the education process follows:

New panel members receive an orientation conducted by former Allocation Committee chairmen and staff,
and serve as observers at meetings before their terms begin. A standardized agenda for educating Allocation
Committee members will be made available.

The new Allocation Committee chairman is elected two months in advance of his or her appointment to
provide time to observe and learn from the existing chairman. The newly elected chairman also receives an
orientation by former committee chairmen and the Quality of Markets Committee. A standardized agenda for
educating new chairmen will be made available.

Educational efforts regarding the allocation process are offered periodically for specialists as well as the
general membership.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Market Surveillance

 TO: All Members and Member Organizations/Chief Operating Officers

SUBJECT: Exchange Notification Requirements for Offerings and Distributions

NOTE: PLEASE ROUTE TO SYNDICATE DEPARTMENT

The Securities and Exchange Commission (the “SEC”) has recently adopted new Regulation M which
governs the activities of underwriters, issuers, selling security holders, and others in connection with offerings
and distributions of securities. Regulation M, which includes six new rules (100 through 105), replaces Rules
10b-6, 10b-6A, 10b-7, 10b-8 and 10b-21 under the Securities Exchange Act of 1934. In connection with these
changes, the Exchange is implementing notification requirements concerning participation in distributions of
Exchange-listed securities, and informing members and member organizations of their responsibilities under
SEC rules for notifying the Exchange of certain activities in connection with offerings and distributions. These
requirements are effective as of March 4, 1997.

The lead underwriter of a distribution (other than a secondary distribution of a listed security subject to
Exchange Rule 390) must notify the Exchange of such distribution and provide the information required in
the form attached as Exhibit A. This must be done immediately following pricing. This notification can be
made via electronic means through any organization that supplies facilities to transmit the same information
as required in the form attached as Exhibit A. The Exchange is currently linked to the Syndicate Desk and
Compliance Desk services of CommScan Corporation (“CommScan”). CommScan is a third-party data
communications facilitator used by the investment banking community to efficiently and quickly communicate
regulatory and transaction-related information concerning public offerings and distributions of securities.
Members and member organizations may satisfy the pricing notification requirements by providing the
information through CommScan using the Compliance Desk link or FAX (212) 509-0806.

Pursuant to new SEC Rule 104 under Regulation M of the Securities Exchange Act of 1934, any person
effecting a syndicate covering transaction or imposing a penalty bid in an offering of a listed security must
provide notice to the Exchange before the contemplated transaction takes place. In addition, any person
making a stabilizing bid must provide prior notice to the market on which such stabilizing will be effected. This
information also may be supplied on the form attached as Exhibit A or on an amended form.

The notification requirements for secondary distributions of securities subject to NYSE Rule 390 remain the
same, i.e., the lead underwriter for a secondary distribution must notify the Exchange of its intentions in order
to receive Exchange approval prior to engaging in such a distribution in the form attached as Exhibit B. (See
Exchange Rule 393.)

Forms may be requested by contacting Market Trading Analysis at (212) 656-6532. Questions concerning
any matters discussed in this Information Memo may be addressed to Aldo Martinez at (212) 656-8532 or
John Kroog at (212) 656-6532.

______________________

Robert J. McSweeney

Senior Vice President

                                                                           Exhibit A
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ATTENTION: NYSE MARKET SURVEILLANCE

NEW YORK, NY

FEBRUARY 27, 1997

BK: GSC-3334

                                                      REGULATION M NOTIFICATION

RE:       # OF SHARES

          ISSUER

          TYPE OF SECURITY

          SYMBOL

OFFER PRICE:                             XXXXXXXXXXXXXXX

LAST TRADE BEFORE OFFER:                 XXXXXXXXXXXXXXX

EFFECTIVE DATE:                          XXXXXXXXXXXXXXX

EFFECTIVE TIME:                          XXXXXXXXXXXXXXX

TRADE DATE:                              XXXXXXXXXXXXXXX

PURSUANT TO THE PROVISIONS OF SEC RULE 104 UNDER REGULATION M, YOU ARE ADVISED OF
OUR INTENTION TO ENGAGE IN THE BELOW LISTED ACTIVITY ON THE DATE SHOWN. (IF ACTUAL
COMMENCEMENT DATE IS DIFFERENT FROM THAT INDICATED BELOW OR IF SUCH ACTIVITY IS
NOT ENGAGED IN, FILE AN AMENDED FORM);

ACTIVITY                                 COMMENCEMENT DATE
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FIRST STABILIZING TRANSACTION:           XXXXXXXXXXXXXXX

FIRST COVERING TRANSACTION:              XXXXXXXXXXXXXXX

FIRST PENALTY BID TRANSACTION:           XXXXXXXXXXXXXXX

SYNDICATE MEMBERS

MEMBER 1

MEMBER 2

MEMBER 3

MEMBER N

SIGNATURE:                               XXXXXXXXXXXXXXX

TITLE:                                   XXXXXXXXXXXXXXX

CONTACT (IF DIFFERENT FROM ABOVE):       XXXXXXXXXXXXXXX

TELEPHONE NUMBER:                        XXX-XXX-XXXX

Via CommScan, L.L.C.

                                                                           Exhibit B

                                    SECONDARY DISTRIBUTION

                                       APPLICATION FORM

 1.    APPLICATION                           2.   APPLICANT
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                                                  FIRM           
 __________________________________

 DATE                              INDIVIDUAL

                                   REQUESTING APPROVAL  
 ___________________________________________

 TIME   __________________________ FAX# ____________________ TEL#
 __________________________________

 3.    NAME OF SELLER/OWNER OF SECURITIES  
 ________________________________________________________

____________________________________________________________________________________________________

 4.    NAME OF SECURITY AND SYMBOL

____________________________________________________________________________________________________

 5.    AMOUNT                6.   PRICING               7.   DEALER

       OF SHARES __________               ___________        DISCOUNT  
 ____________________________

       

Please hand deliver a copy of the prospectus to: Market Surveillance, NYSE,

       

11 Wall Street, NY, NY 10005
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 8.    INFORMATION REGARDING THE REGISTRATION OF SHARES:

______________ Effectiveness Pending with the SEC.

______________ Declared Effective by the SEC. (Date and Time)    
 __________________________________

______________ Shares Previously Registered with the SEC.(Date)  
 __________________________________

 9.    (a) APPLICANT WILL EXECUTE THE TRANSACTION ON AN AGENCY/A PRINCIPAL BASIS.

       *IF PRINCIPAL, when and how was position acquired?  
 ________________________________________

____________________________________________________________________________________________________

       (b) APPLICANT ANTICIPATES EFFECTING THE TRANSACTION AT:

______________ The last sale price of the security.

______________ A price within the last quotation.

______________ A premium/a discount to the last sale price.

 10.    REASON WHY SALE/PURCHASE CANNOT BE EFFECTED IN REGULAR AUCTION MARKET:

 (Including 

Rule 127 or Extended Hours Trading)

____________________________________________________________________________________________________

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

1399

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE127/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


 11.    AS A RESULT OF THIS TRANSACTION, THE FIRM WILL ACQUIRE:

              a long position of                 a short position of                 no
 shares

_____________ shares               _____________ shares                _____________

 11(a)   The Firm will _____ will not _____ engage in short covering.

 11(b)   The Firm will _____ will not _____ impose a penalty bid.

 12.     Do any CONTROLLING SHAREHOLDERS or

         APPROVED PERSONS of APPLICANT FIRM                 _____     _____

         have any connection with the company whose

         securities are being offered?                      _____ YES _____ NO

 If YES, give details:

____________________________________________________________________________________________________

 13.     Does the APPLICANT or any parties involved in

         the transaction have any knowledge of any

         current or imminent information concerning stock

         splits, change in capitalization, mergers or
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         acquisitions, or any unpublished information of a

         favorable or unfavorable nature with respect to

         the issue or issuer?                               _____ YES _____ NO

 If YES, give details:

____________________________________________________________________________________________________

 Was there any contact between the APPLICANT and any OFFICER or DIRECTOR or

 INSIDER of the company, where information of a non-public nature, or where any

 information which could have a marked effect on the market for the issue, was exchanged?

_____ YES   _____ NO               If YES, give details:

____________________________________________________________________________________________________

 14.   Send form to THE EXCHANGE: FAX (212) 656-7244

 ATTENTION: _________________________________ ANALYST

 APPLICANT SIGNATURE  
 _____________________________________________________________________________

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Market Surveillance

 TO: All Members and Member Organizations

FROM: Market Surveillance

Subject: Special Stock Lists for February 21, 1997, Expiration Friday

February 21, 1997 is an expiration trade date.

An expiration day is a trading day prior to the expiration of index-related derivative products (futures, options
or options on futures), whose settlement pricing is based upon opening or closing prices on the Exchange, as
identified by a qualified clearing corporation (e.g., the Options Clearing Corporation).

SPECIAL STOCK LISTS

The Exchange has identified certain stocks which will, on expiration days, follow mandatory procedures
related to the dissemination of market order imbalances before the opening and/or the dissemination of MOC
imbalances prior to the close, as soon as practicable after 3:40 p.m.

The high-capitalized stock list consists of the fifty most highly capitalized stocks in the S&P 500 Index, plus
any Major Market Index stocks not included among those fifty stocks. The mid-capitalized stock list consists
of the ten most highly capitalized stocks in the S&P MidCap 400 Index. The special stock lists applicable to
February 21, 1997 are attached for your reference.

MANDATORY EXPIRATION DAY PROCEDURES

In summary, in relation to the opening, stocks on the high-capitalized stock list and mid-capitalized stock list
must follow procedures related to the publication of market order imbalances at the appointed time, 9:00 a.m.
In relation to the close, only the stocks on the high-capitalized stock list must follow procedures related to the
publication of MOC imbalances as soon as practicable after the MOC cutoff time of 3:40 p.m. Also, pursuant
to Information Memo 95-21, any stock being dropped from or added to an index must publish an MOC status
as soon as practicable after 3:40 p.m., as may any stock with Floor Official approval.

Complete discussion of auxiliary opening procedures and procedures for handling market-on-close (MOC)
orders on expiration days appears in Information Memo 96-34, which was published on November 8, 1996.

If you have any questions, you may direct them to David Fisch (212) 656-6769 or Carol Krusik (212)
656-4597.

________________________

Robert J. McSweeney

Senior Vice President

Attachments

High-Capitalized Stock List - February 21, 1997, Expiration Friday
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 ABT             ABBOTT LABORATORIES

 AHP             AMERICAN HOME PRODUCTS CORPORATION

 AIG             AMERICAN INTERNATIONAL GROUP INC.

 AIT             AMERITECH CORP.

 ALL             ALLSTATE CORP.

 AN              AMOCO CORPORATION

 AXP             AMERICAN EXPRESS COMPANY

 BA              BOEING COMPANY

 BAC             BANKAMERICA CORPORATION

 BEL             BELL ATLANTIC CORPORATION

 BLS             BELLSOUTH CORPORATION

 BMY             BRISTOL MYERS SQUIBB COMPANY

 CCI             CITICORP

 CHV             CHEVRON CORPORATION

 CMB             CHASE MANHATTAN CORP.

 COL             COLUMBIA HEALTHCARE CORP.
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 DD              DU PONT COMPANY

 DIS             WALT DISNEY COMPANY

 DOW             DOW CHEMICAL COMPANY

 EK              EASTMAN KODAK COMPANY

 F               FORD MOTOR COMPANY

 FNM             FEDERAL NATIONAL MORTGAGE ASSOCIATION

 G               GILLETTE COMPANY

 GE              GENERAL ELECTRIC COMPANY

 GM              GENERAL MOTORS CORPORATION

 GTE             GTE CORPORATION

 HWP             HEWLETT-PACKARD COMPANY

 IBM             INTERNATIONAL BUSINESS MACHINES CORP.

 IP              INTERNATIONAL PAPER COMPANY

 JNJ             JOHNSON AND JOHNSON

 KMB             KIMBERLY CLARK CORP.

 KO              COCA-COLA COMPANY
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 LLY             ELI LILLY AND COMPANY

 LU              LUCENT TECHNOLOGIES INC.

 MCD             MCDONALDS CORPORATION

 MMM             MINNESOTA MINING AND MANUFACTURING

 MO              PHILIP MORRIS COS. INC.

 MOB             MOBIL CORPORATION

 MOT             MOTOROLA INC.

 MRK             MERCK AND COMPANY INC.

 NB              NATIONSBANK CORP.

 PG              PROCTER AND GAMBLE COMPANY

 PEP             PEPSICO INC.

 PFE             PFIZER INC.

 RD              ROYAL DUTCH PETROLEUM COMPANY

 S               SEARS ROEBUCK AND CO.

 SBC             SOUTHWESTERN BELL CORPORATION

 *SGP            SCHERING PLOUGH CORP.
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 T               AMERICAN TELEPHONE AND TELEGRAPH

 TRV             TRAVELERS GROUP INC.

 *WFC            WELLS FARGO AND CO.

 WMT             WAL-MART STORES INC.

 XON             EXXON CORPORATION

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of February 10, 1997
and the 20 Major Market Index stocks. The indicated (*) stocks have been added to the list. TX and UN have
been deleted.

Mid-Capitalized Stock List - February 21, 1997 Expiration Friday

 AFL             AFLAC INC.

 BEN             FRANKLIN RESOURCES INC.

 CAH             CARDINAL HEALTH INC.

 CCE             COCA-COLA ENTERPRISES INC.

 EFX             EQUIFAX INC.

 PGR             PROGRESSIVE CORP.

 SAI             SUNAMERICA INC.

 SCH             CHARLES SCHWAB CORP.

 STT             STATE STREET BOSTON CORP.
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 *UW             USA WASTE SERVICES INC.

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of February
10, 1997. The indicated (*) stock has been added to the list. HRC has been deleted.
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Market Surveillance

 TO: Members and Member Organizations

ATTENTION: All Members And Floor Employees Of Members

SUBJECT: Drug-Free Workplace

The Exchange is committed to maintaining a workplace free of illegal drugs and substance abuse. Such a
policy is necessary to protect the health and safety of all members of the Exchange community, as well as to
assure the effective operation of the Exchange marketplace.

Any person who uses, possesses, distributes, sells or purchases illegal drugs on Exchange premises will be
subject to Exchange disciplinary action. Persons engaging in such conduct may also be subject to Exchange
disciplinary action. Persons engaging in such conduct may also be subject to criminal prosecution. All
controlled substances, other than those medically prescribed, will be subject to this policy.

Members and member organizations are reminded that, under Exchange Rule 342, they have the primary
responsibility to supervise and control the activities of their organization and its employees. While the
Exchange does not mandate any specific method for discharging those responsibilities in regard to drug use,
members and member organizations must assure that safety and work performance will not be compromised
because of drug use, and will be held accountable if they fail to exercise their supervisory responsibilities
under Rule 342.

In order to enforce its policy of a drug-free workplace, and in conformity with other security matters, the
Exchange reserves the right to inspect and search any area on Exchange premises, including but not limited
to the trading floor, booths, posts, coat rooms, lockers, work areas, offices, desks, cabinets, drawers, and if
determined to be warranted, any personal property, including, but not limited to, briefcases, packages and
purses. The Exchange will vigorously enforce its “zero tolerance” policy, and failure to cooperate in such
inspection may result in Exchange disciplinary action.

We appreciate your cooperation in this important matter.

________________________

Robert J. McSweeney

Senior Vice President
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Member Firm Regulation

 To: All Members And Member Organizations

ATTENTION: Chief Executive Officer/Managing Partner, Chief Financial Officer, Legal And Compliance
Departments

SUBJECT: Updated Listing Of The Department Of Treasury “Specially Designated Nationals And
Blocked Persons”

The Department of the Treasury's Office of Foreign Assets Control (“OFAC”) has recently updated its listing
of “Specially Designated Nationals and Blocked Persons”. OFAC has added 78 names (21 businesses, 57
individuals) to the most recent listing.

Attached is a copy of OFAC's comprehensive list of “Specially Designated Nationals and Blocked Persons”
dated January 15, 1997 and an overview of the Executive Order 12978, regarding “the blocking of assets and
prohibitions against transactions with Narcotics Traffickers.”

Also attached is a copy of the “OFAC Public Information Available Electronically” which lists various ways of
obtaining OFAC information.

The Office of Foreign Assets Control has a “hotline” for compliance inquiries which members and member
organizations should utilize if there are any questions. The hotline number is (202) 622-2490.

________________________

Salvatore Pallante

Senior Vice President

Attachment

U.S. Department of the Treasury

Office of Foreign Assets Control

NARCOTICS

What You Need To Know About Executive Order 12978

An overview of the blocking of assets and prohibitions against transactions with Narcotics Traffickers

INTRODUCTION

On October 21, 1995, President Clinton signed Executive Order 12978 entitled “Blocking Assets and
Prohibiting Transactions with Significant Narcotics Traffickers” (the “Order”).

The Order blocks all property subject to U.S. jurisdiction in which there is any interest of four principal
figures in the Cali drug cartel who are listed in the annex to the Order. Those four individuals are named as
“Principal Individuals” below. In addition, the Order blocks the property and interests in property of foreign
persons determined by the Secretary of the Treasury, in consultation with the Attorney General and the
Secretary of State, (a) to play a significant role in international narcotics trafficking centered in Colombia,
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or (b) to materially assist in or provide financial or technological support for, or goods or services in support
of, persons designated in or pursuant to the Order. In addition, the Order blocks all property and interests in
property subject to U.S. jurisdiction of persons determined by the Secretary of the Treasury, in consultation
with the Attorney General and the Secretary of State, to be owned or controlled by, or to act for or on behalf
of, persons designated in or pursuant to the Order (collectively “Specially Designated Narcotics Traffickers”
or “SDNTs”). Listed below are additional foreign entities and individuals designated by the Office of Foreign
Assets Control as SDNTs pursuant to the Order.

The Order further prohibits any transaction or dealing by a United States person or within the United States
in property or interests in property of SDNTs, and any transaction that evades or avoids, has the purpose of
evading or avoiding, or attempts to violate, the prohibitions contained in the Order. This obviously impacts
trade transactions (involving, for example, letters of credit) as well as accounts and other assets.

Designations of persons blocked pursuant to the Order are effective upon the date of determination by the
Director of the Office of Foreign Assets Control, acting under authority delegated by the Secretary of the
Treasury. Public notice of blocking is effective upon the date of filing with the Federal Register, or upon prior
actual notice.

Corporate criminal penalties for violations of the International Emergency Economic Powers Act range up to
$500,000: individual penalties range up to $250,000 and 10 years in jail. Civil penalties of up to $10,000 may
also be imposed administratively.

The following have been named:

SPECIALLY DESIGNATED NARCOTICS TRAFFICKERS [SDNTs]:

Principal Individuals -

RODRIGUEZ OREJUELA, Gilberto (a.k.a. “Lucas;” a.k.a. “The Chess Player”), Cali, Colombia; DOB 31
Jan 1939; Passports T321642 (Colombia), 77588 (Argentina), 10545599 (Venezuela); Cedula No. 6068015
(Colombia) (individual)

RODRIGUEZ OREGUELA, Miguel Angel (a.k.a. “El Senor”; a.k.a. “Patricia”; a.k.a. “Patricio”, a.k.a. “Patty”;
a.k.a. “Pat”; a.k.a. “Manuel”; a.k.a. “Manolo”; a.k.a. “Mike”; a.k.a. “Mauro”; a.k.a. “Doctor M.R.O.”), Casa No.
19, Avenida Lago, Ciudad Jardin, Cali, Colombia; DOB 23 Nov 1943; alt. DOB 15 Aug 1943; Cedula No.
6095803 (Colombia) (individual)

RODRIGUEZ OREJUELA, Gilberto (a.k.a. “Lucas,” a.k.a. “The Chess Player”), Cali, Columbia; DOB 31
Jan 1939; Passports T321642 (Columbia). 77588 (Argentina). 10545599 (Venezuela); Cedula No. 6068015
(Columbia) (individual)

RODRIGUEZ OREJUELA, Miguel Angel (a.k.a. “El Senor”; a.k.a. “Patricia”; a.k.a. “Patricio”; a.k.a. “Patty”;
a.k.a. “Pat; a.k.a. “Manuel”; a.k.a. “Manolo”; a.k.a. “Mike” “; a.k.a. “Mauro”; a.k.a. “Doctor M.R.O.”), Casa No.
19, Avenida Lago, Ciudad Jardin, Cali, Colombia; DOB 23 Nov. 1943; alt. DOB 15 Aug 1943; Cedula No.
6095803 (Columbia) (individual)

SANTACRUZ LONDONO, Jose (a.k.a. “Chepe”; a.k.a. “Don Chepe”; a.k.a. “El Gordo Chepe”; a.k.a. “07”),
Cali, Columbia; DOB 1 Oct 1943; Passport AB149814 (Colombia); Cedula No. 14432230 (Colombia)
(individual)

HERRERA BUITRAGO, Helmer (a.k.a. “Pacho”; a.k.a. “H7”), Cali, Colombia; DOB 24 Aug 1951; alt. DOB 5
Jul 1951; Passport J287011 (Colombia); Cedula No. 16247821 (Colombia) (individual)

Entities -

ADMINISTRACION INMOBILIARIA BOLIVAR S.A. (a.k.a. INMOBILIARIA BOLIVAR S.A.), Calle 17N No.
6N-2B, Cali, Colombia
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AGRICOLA HUMYAMI LTDA., Apartado Aereo 30352, Cali, Colombia

AGROPECUARIA BETANIA LTDA., Calle 70N No. 14-31, Cali, Colombia; Carrera 61 No. 11-58, Cali,
Colombia

AGROPECUARIA Y REFORESTADORA HERREBE LTDA., Avenida 2N No. 7N-55 of. 501, Cali, Colombia

ALFA PHARMA S.A., Diagonal 17 No. 28A-80, Bogota, Colombia

AMPARO RODRIGUEZ DE GIL Y CIA. S. EN C., Avenida 4N No. 5N-20, Cali, Colombia

ANDINA DE CONSTRUCCIONES S.A., Cali, Colombia

ASESORIAS COSMOS LTDA., Carrera 40 No. 6-50 apt. 13-01, Cali, Colombia

ASPOIR DEL PACIFICO Y CIA. LTDA., Cali, Colombia

AUREAL INMOBILIARIA LTDA., Avenida 7 No. 112-38 of. 104, Bogota, Colombia

BLAIMAR (a.k.a. LABORATORIOS BLAIMAR DE COLOMBIA S.A.), Calle 12B 27 39, Bogota, Colombia

BLANCO PHARMA S.A. (a.k.a. LABORATORIOS BLANCO PHARMA S.A.), Carrera 99 y 100 No. 46A-10,
Bodega 4, Bogota, Colombia

CARS & CARS LTDA (a.k.a. CENTRO COMERCIAL DEL AUTOMOVIL; a.k.a. COMERCIALIZADORA
INTEGRAL LTDA; a.k.a. PROYECTO CARS & CARS), Avenida Roosevelt entre carreras 38 y 38A esquinas,
Cali, Colombia

CENTRO COMERCIAL DEL AUTOMOVIL (a.k.a. CARS & CARS LTDA; a.k.a. COMERCIALIZADORA
INTEGRAL LTDA; a.k.a. PROYECTO CARS & CARS), Avenida Roosevelt entre carreras 38 y 38A esquinas,
Cali, Colombia

COLOR 89.5 FM STEREO, Calle 15N No. 6N-34 piso 15, Edificio Alcazar, Cali, Colombia; Calle 19N No.
2N-29, Cali, Colombia

COMERCIALIZADORA DE CARNES DEL PACIFICO LTDA., Calle 25 No. 8-54, Cali, Colombia

COMERCIALIZADORA INTEGRAL LTDA. (a.k.a. CARS & CARS LTDA.; a.k.a. CENTRO COMMERICAL
DEL AUTOMOVIL; a.k.a. PROYECTO CARS & CARS), Avenida Roosevelt entre carreras 38 y 38A
esquinas, Cali, Colombia

COMERCIALIZADORA OROBANCA (a.k.a. SOCIR S.A.), Calle 36A No. 3GN-07 of. 302, Edificio El Parque,
Cali, Colombia; Calle 22N No. 5A-75 of. 702, Edificio Via Veneto, Cali, Colombia

COMPAX LTDA. (a.k.a. INVERSIONES Y DISTRIBUCIONES COMPAX LTDA.), Calle 10 No. 4-47 piso 19,
Cali, Colombia

CONCRETOS CALI S.A., Calle 7 No. 82-65, Cali, Colombia

CONDOR (a.k.a. DISTRIBUIDORA DE DROGAS CONDOR LTDA.), Calle 10 No. 32A-64, Bogota, Colombia:
Calle 68 52-05, Bogota, Colombia

CONE S.A. (a.k.a. CONSTRUEXITO S.A.), Avenida 2N No. 7N-55 of. 501. Cali, Colombia

CONSTRUCTORA CASCADA (a.k.a. SOCIEDAD CONSTRUCTORA LA CASCADA S.A.), Calle 1A62A-120,
Cali, Colombia; Calle 1A 62A-120 B2 108, Cali, Colombia; Calle 1A 62A-120 2305, Cali, Colombia; Calle
1A 62A-120 2418, Cali, Colombia; Calle 1A 62A-120 4114, Cali, Colombia; Calle 1A 62A-120 6245, Cali,
Colombia, Calle 133-32 piso 12 y piso 14, Cali, Colombia; Carrera 4 12-41 of. 1401, Cali, Colombia; Carrera
4 No. 12-41 of. 1403, Cali, Colombia; Carrera 64 IC-63, Cali, Colombia; Carrera 64 1B-83, Cali, Colombia

CONSTRUCTORA DIMISA LTDA., Calle 70N No. 14-31, Cali, Colombia

CONSTRUCTORA GOPEVA LTDA., Avenida 3A No. 51-15, Cali, Colombia

CONSTRUCTORA TREMI LTDA., Carrera 1A Oeste No. 68-75, Cali, Colombia

CONSTRUEXITO S.A. (a.k.a. CONE S.A.), Avenida 2N No. 7N-55 of. 501, Cali, Colombia
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CREACIONES DEPORTIVAS WILLINGTON LTDA., Cosmocentro, Local 130, Cali, Colombia; Calle 5 No.
25-65, Cali, Colombia

DEPOSITO POPULAR DE DROGAS S.A., Carrera 6 No. 24-77, Cali, Colombia

DERECHO INTEGRAL Y CIA. LTDA., Calle 22N No. 5A-75 piso 5, Cali, Colombia

DISTRIBUIDORA DE DROGAS CONDOR LTDA. (a.k.a. CONDOR), Calle 10 No. 32A-64, Bogota, Colombia;
Calle 68 52-05, Bogota, Colombia

DISTRIBUIDORA DE DROGAS LA REBAJA PRINCIPAL S.A. (a.k.a. DISTRIBUIDORA DE DROGAS LA
REBAJA S.A.; a.k.a. DROGAS LA REBAJA), Calle 10 No. 4-47 Piso 19, Cali, Colombia; Calle 18 121-130,
Cali, Colombia; Calle 146-66, Cali, Colombia; Carrera 7 13-132 piso 4, Cali, Colombia; Carrera 7A 14-25 piso
2, Cali, Colombia; Carrera 10 11-71, Cali, Colombia; Carrera 99 No. 46 A-10 Bdg 6 y 8, Bogota, Colombia

DISTRIBUDORA DE DROGAS LA REBAJA S.A. (a.k.a. DISTRIBUIDORA DE DROGAS LA REBAJA
PRINCIPAL S.A.; a.k.a. DROGAS LA REBAJA), Calle 10 No. 4-47 Piso 19, Cali, Colombia; Calle 18
121-130, Cali, Colombia; Calle 14 6-66, Cali, Colombia; Carrera 7 13-132 piso 4, Cali, Colombia; Carrera 7A
14-25 piso 2 Cali, Colombia, Carrera 10 11-71, Cali, Colombia; Carrera 99 No. 46 A-10 Bdg 6 y 8, Bogota,
Colombia

DISTRIBUIDORA MIGIL BOGOTA LTDA (n.k.a. DISTRIBUIDORA MIGIL CALI S.A.; n.k.a. DISTRIBUIDORA
MILIL LTDA; n.k.a. MIGIL), Calle 5C 41-30, Cali Colombia; Carrera 26 5B-65, Cali, Colombia; Carrera
30-5-12, Cali, Colombia

DISTRIBUIDORA MIGIL CALI S.A. (a.k.a. DISTRIBUIDORA MIGIL LTDA; a.k.a. MIGIL; f.k.a.
DISTRIBUIDORA MIGIL BOGOTA LTDA.), Calle 5C 41-30, Cali, Colombia; Carrera 26 5B-65, Cali,
Colombia; Carrera 30-5-12, Cali, Colombia

DISTRIBUIDORA MIGIL LTDA, (a.k.a. DISTRIBUIDORA MIGIL CALI S.A., a.k.a. MIGIL; f.k.a.
DISTRIBUIDORA MIGIL BOGOTA LTDA.), Calle 5C 41-30, Cali, Colombia; Carrera 26 5B-65, Cali, Colombia
30-5-12, Cali, Colombia

DISTRIBUIDORA MYRAMIREZ S.A., Calle 33BN No. 2BN-49 apt. 503A, Cali, Colombia, Carrera 69A No.
49A-49, Bogota, Colombia

DROGAS LA REBAJA (a.k.a. DISTRIBUIDORA DE DROGAS LA REBAJA S.A.; a.k.a. DISTRIBUIDORA DE
DROGAS LA REBAJA PRINCIPAL S.A.), Calle 10 No. 4-47 Piso 19, Cali, Colombia; Calle 18 121-130, Cali,
Colombia; Calle 14 6-66, Cali, Colombia; Carrera 7 13-132 piso 4, Cali, Colombia; Carrera 7A 14-25 piso 2,
Cali, Colombia; Carrera 10 11-71, Cali, Colombia; Carrera 99 No. 46 A-10 Bdg 6 y 8, Bogota, Colombia

DROGAS LA REBAJA BARRANQUILLA S.A., Avenida Pedro Heredia, Barranquilla, Colombia; Local Cerete,
Barranquilla, Colombia; Local de Riohacha, Barranquilla, Colombia

DROGAS LA REBAJA BUCARAMANGA S.A., Local No. 1, Bucaramanga, Colombia; Local No. 1, Cucuta,
Colombia; Local No. 2, Cucuta, Colombia; Local No. 6, Cucuta, Colombia; Local No. 7, Cucuta, Colombia;
Local No. 9, Cucuta, Colombia; Local 201, Valledupar, Colombia

DROGAS LA REBAJA CALI S.A., Barrio Siloe, Cali, Colombia; Calle 13 #6-85, Cali, Colombia; Calle 3
#4-02 B/Ventura, Cali, Colombia; Local Comuneros No. 20, Cali, Colombia; Local del Poblado No. 17, Cali,
Colombia; Santander de Quilichao, Cali, Colombia

DROGAS LA REBAJA NEIVA S.A., Neiva, Colombia

DROGAS LA REBAJA PASTO S.A., Calle 18 #26-40, Pasto, Colombia; Local No. 6, Pasto, Colombia; Local
No. 13, Puerto Asis, Colombia

DROGAS LA REBAJA PEREIRA S.A., Local Cajamarca, Pereira, Colombia; Local Dos Quebradas, Pereira,
Colombia; Local Santa Rosa de Cabal, Pereira, Colombia; Local la Virginia, Pereira, Colombia

EXPORT CAFE LTDA, Carrera 7 No. 11-22 of. 413, Cali, Colombia
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FARALLONES STEREO 91.5 FM, Calle 15N No. 6N-34 piso 15, Edificio Alcazar, Cali, Colombia

FARMATODO S.A., Diagonal 17 No. 28A-39, Bogota, Colombia; Diagonal 17 No. 28A-80, Bogota, Colombia

GANADERA LTDA (a.k.a. GANADERIA), Carrera 4 12-41 piso 15, Edificio Seguros Bolivar, Cali, Colombia

GANADERIA (a.k.a. GANADERA LTDA.), Carrera 4 12-41 piso 15, Edificio Seguros Bolivar, Cali, Colombia

GRUPO SANTA LTDA., Calle 18 106-98 of. 20 1/202, Cali, Colombia; Carrera 4 12-41 piso 14 y 15, Edificio
Seguros Bolivar, Cali, Colombia; Carrera 84 17-29, Cali, Colombia

HACIENDA LA NOVILLERA (a.k.a. NOVILLERA a.k.a. NOVILLERA GANADERA), Carrera 4 12-41 piso 15,
Edificio Seguros Bolivar, Cali, Colombia; Paso de la Bolsa, Jamundi, Valle del Cauca, Colombia

HACIENDA SANDRANA (a.k.a. SANDRANA; a.k.a. SANDRANA GANADERA), Carrera 4 12-41 piso 15,
Edificio Seguros Bolivar, Cali, Colombia; San Pedro, Valle del Cauca, Colombia

HAYDEE DE MUNOZ Y CIA. S. EN C., Avenida 6N No. 23DN-16, Cali, Colombia; Avenida 4n No. 5N-20,
Cali, Colombia

INCOVALLE (a.k.a. INVERSIONES Y CONSTRUCCIONES VALLE S.A.), Avenida 2N No. 7N-55 of. 501,
Cali, Colombia

INDUSTRIA AVICOLA PALMASECA S.A., Carrera 61 No. 11-58, Cali, Colombia; Carretera Central via
Aeropuerto Palmaseca, Colombia

INMOBILIARIA AURORA LTDA., Avenida Canasgordas con Avenida Guali Casa 35, Cali, Colombia; Carrera
4 12-41 piso 15, Edificio Seguros Bolivar, Cali, Colombia; Carrera 24F Oeste 3-70, Cali, Colombia; Carrera
38A No. 5E-31, Edificio Conquistadores, Cali, Colombia

INMOBILIARIA BOLIVAR S.A. (a.k.a. ADMINISTRACION INMOBILIARIA BOLIVAR S.A.), Calle 17N No.
6N-2B, Cali, Colombia

INMOBILIARIA SAMARIA LTDA., Calle 13 3-32 piso 13, Cali, Colombia; Calle 13A 64-50 F201, Cali,
Colombia; Calle 18, No. 106-98 of. 20 1/202, Cali, Colombia, Carrera 4 12-41 piso 15, Edificio Seguros
Bolivar, Cali, Colombia

INMOBILIARIA U.M.V.S.A., Carrera 83 No. 6-50, Edificio Alqueria, Torre C, of. 302, Cali, Colombia

INTERCREDITOS BOGOTA (a.k.a. INTERCREDITOS S.A.), Bogota, Colombia

INTERCREDITOS CALI (a.k.a. INTERCREDITOS S.A.), Avenida Roosevelt No. 38-32, piso 2, Cali, Colombia

INTERCREDITOS S.A. (a.k.a. INTERCREDITOS BOGOTA), Bogota, Colombia; (a.k.a. INTERCREDITOS
CALI), Avenida Roosevelt No. 38-32, piso 2, Cali, Colombia

INVERSIONES ARA LTDA., Avenida 4N 6N-67 of. 601, Cali, Colombia; Avenida 6AN 18-69 1-128, Cali,
Colombia; Avenida 6AN 23DN-16 of. 402, Cali, Colombia; Club El Remanso, Jamundi, Colombia

INVERSIONES BETANIA LTDA., Avenida 2N No. 7N-55 of. 501, Cali, Colombia; Carrera 53 No. 13-55 apt.
102B, Cali, Colombia

INVERSIONES CAMINO REAL S.A., Calle 10 No. 4-47 piso 19, Cali, Colombia

INVERSIONES EL PASO LTDA. (f.k.a. INVERSIONES NEGOAGRICOLA S.A.), Carrera 4 No. 12-41 of.
1403, Cali, Colombia

INVERSIONES EL PENON S.A., Avenida 2N, Cali, Colombia

INVERSIONES GEELE LTDA., Calle 17A No. 28A-23, Bogota, Colombia

INVERSIONES GEMINIS S.A., Carrera 40 No. 6-24 of. 402B, Cali, Colombia

INVERSIONES HERREBE LTDA., Avenida 2N No. 7N-55 of. 501, Cali, Colombia; Carrera 25 No. 4-65, Cali,
Colombia
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INVERSIONES INTEGRAL Y CIA., Calle 16B No. 114080 Casa 2, Cali, Colombia; Carrera 2 Oeste 5-46 apt./
of. 503, Cali, Colombia

INVERSIONES INVERVALLE S.A. (a.k.a. INVERVALLE), Avenida 2N No. 7N-55 of. 501, Cali, Colombia;
Calle 70N No. 14-31, Cali, Colombia

INVERSIONES LA SEXTA LTDA., Calle 10 No. 4-47 piso 19, Cali, Colombia

INVERSIONES MIGUEL RODRIGUEZE HIJO, Avenida 4n 6N-67 of. 601, Cali, Colombia; Avenida 6N
23DN-16 of. 202, 301, 302, 401, 402, Cali, Colombia

INVERSIONES MOMPAX LTDA. (a.k.a. MOMPAX LTDA.), Calle 10 No. 4-47 piso 19, Cali, Colombia

INVERSIONES NEGOAGRICOLA S.A. (a.k.a. INVERSIONES EL PASO LTDA.), Carrera 4 No. 12-41 of.
1403, Cali, Colombia

INVERSIONES RODRIGUEZ ARBELAEZ Y CIA. S. EN C., Avenida 4N No. 5N-20, Cali, Colombia; Avenida
6N No. 23D-16 of. 402, Cali, Colombia

INVERSIONES RODRIGUEZ MORENO Y CIA. S. ENC., Calle 10 No. 4-47, Cali, Colombia

INVERSIONES RODRIGUEZ RAMIREZ Y CIA. S.C.S.S., Calle 10 No. 4-47 piso 19, Cali, Colombia

INVERSIONES SANTA LTDA. (f.k.a. INVERSIONES Y CONSTRUCCIONES SANTA LIMITADA), Calle
5 66B-49 piso 3, Cali, Colombia; Calle 5 Oeste 3A-26 apt/of. 103, 301, 404, 502, 503, Cali, Colombia;
Calle 7 Oeste 25-48, Cali, Colombia; Calle 9 No. 46-69 of. 302, Cali, Colombia; Calle 13 3-32 piso 14, Cali,
Colombia; Carrera 2 Oeste 5-46 of 502, Cali, Colombia; Carrera 4 12-41 piso 14, Edificio Seguros Bolivar,
Cali, Colombia; Carrera 4 12-41 piso 15, Edificio Seguros Bolivar, Cali, Colombia

INVERSIONES Y CONSTRUCCIONES SANTA LIMITADA (n.k.a. INVERSIONES SANTA LTDA.), Calle 5
66B-49 piso 3, Cali, Colombia; Calle 5 Oeste 3A-26 apt/of 103, 301, 404, 502, 503, Cali, Colombia; Calle
7 Oeste 25-48, Cali, Colombia; Calle 9 No. 46-69 of. 302, Cali, Colombia; Calle 13 3-32 piso 14, Cali,
Colombia; Carrera 2 Oeste 5-46 of 502, Cali, Colombia; Carrera 4 12-41 piso 14, Edificio Seguros Bolivar,
Cali, Colombia; Carrera 4 12-41 piso 15, Edificio Serguros Bolivar, Cali, Colombia

INVERSIONES Y CONSTRUCCIONES VALLE S.A. (a.k.a. INCOVALLE), Avenida 2N No. 7N-55 of. 501,
Cali, Colombia

INVERSIONES Y DISTRIBUCIONES COMPAX LTDA. (a.k.a. COMPAX LTDA.), Calle 10 No. 4-47 piso 19,
Cali, Colombia

INVERVALLE (a.k.a. INVERSIONES INVERVALLE S.A.), Avenida 2N No. 7N-55 of. 501, Cali, Colombia;
Calle 70N No. 14-31, Cali, Colombia

KRESSFOR (a.k.a. LABORATORIOS KRESSFOR DE COLOMBIA S.A.), Calle 16 28A 51, Bogota,
Colombia; Calle 16 28A 51, Bogota, Colombia; Calle 16 28A 57, Bogota, Colombia; Calle 17 28A-43, Bogota,
Colombia; Calle 17A 28 43, Bogota, Colombia

LABORATORIOS BLAIMAR DE COLOMBIA S.A. (a.k.a. BLAIMAR(, Calle 12B 27 39, Bogota, Colombia

LABORATORIOS BLANCO PHARMA S.A. (a.k.a. BLANCO PHARMA S.A.), Carrera 99 y 100 No. 46A-10,
Bodega 4, Bogota, Colombia

LABORATORIOS GENERICOS VETERINARIOS DE COLOMBIA S.A., Carrera 71 No. 57-07, Bogota,
Colombia

LABORATORIOS KRESSFOR DE COLOMBIA S.A. (a.k.a. KRESSFOR), Calle 16 28A 51, Bogota,
Colombia; Calle 16 28A 57, Bogota, Colombia; Calle 17 28A-43, Bogota, Colombia; Calle 17A 28 43, Bogota,
Colombia

M. RODRIGUEZ O. Y CIA. S. EN C.S., Cali, Colombia

MARIELA DE RODRIGUEZ Y CIA. S. EN C., Cali, Colombia
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MAXITIENDAS TODO EN UNO, Avenida Guadalupe con Avenida Simon Bolivar, Cali, Colombia

MIGIL (a.k.a. DISTRIBUIDORA MIGIL CALI S.A.; a.k.a. DISTRIBUIDORA MIGIL LTDA.; f.k.a.
DISTRUBUIDORA MIGIL BOGOTA LTDA.), Calle 5C 41-30, Cali, Colombia; Carrera 26 5B-65, Cali,
Colombia; Carrera 30-5-12, Cali, Colombia

MOMPAX LTDA. (INVERSIONES MOMPAX LTDA.), Calle 10 No. 4-47 piso 19, Cali, Colombia

MUNOZ Y RODRIGUEZ CIA. LTDA., Avenida 6N No. 23DN-26, Cali, Colombia

NOVILLERA (a.k.a. HACIENDA LA NOVILLERA; a.k.a. NOVILLERA GANADERA), Carrera 4 12-41 piso 15,
Edificio Seguros Bolivar, Cali, Colombia; Paso de la Bolsa, Jamundi, Valle del Cauca, Colombia

NOVILLERA GANADERA (a.k.a. HACIENDA LA NOVILLERA; a.k.a. NOVILLERA), Carrera 4 12-41 piso 15,
Edificio Seguros Bolivar, Cali, Colombia; Paso de la Bolsa, Jamundi, Valle del Cauca, Colombia

PENTA PHARMA DE COLOMBIA S.A., Calle 17A No. 28A-23, Bogota, Colombia; Calle 17A No. 28A-43,
Bogota, Colombia

PLASTICOS CONDOR LTDA., Carrera 13 No. 16-62, Cali, Colombia

PREVENCION Y ANALISIS DE RIESGOS (a.k.a. PREVIA S.A.), Carrera 3 No. 10-20 of. 202, Cali, Colombia;
Carrera 3 No. 12-40 of. 504, Cali, Colombia

PREVIA S.A. (a.k.a. PREVENCION Y ANALISIS DE RIESGOS), Carrera 3 No. 10-20 of. 202, Cali, Colombia;
Carrera 3 No. 12-40 of. 504, Cali, Colombia

PROYECTO CARS & CARS (a.k.a. CARS & CARS LTDA.; a.k.a. CENTRO COMERCIAL DEL AUTOMOVIL;
a.k.a. COMERCIALIZADORA INTEGRAL LTDA.), Avenida Roosevelt entre carreras 38 y 38A esquinas, Cali,
Colombia

RADIO UNIDAS FM S.A., Calle 15N No. 6N-34 piso 15, Edificio Alcazar, Cali, Colombia; Calle 19n No. 2N-29
piso 10 Sur, Cali, Colombia

REVISTA DEL AMERICA LTDA., Calle 23AN No. 5AN-19, Cali, Colombia

RIONAP COMERCIO Y REPRESENTACIONES S.A., Quito, Ecuador

SAMARIA ARRENDAMIENTO, Cali, Colombia

SAMARIA CANAS, Cali, Colombia

SAMARIA INTERESES, Cali, Colombia

SAMARIA LTDA., Cali, Colombia

SAMARIA TIERRAS, Cali, Colombia

SANDRANA (a.k.a. HACIENDA SANDRANA; a.k.a. SANDRANA GANADERA), Carrera 4 12-41 piso 15,
Edificio Seguros Bolivar, Cali, Colombia; San Pedro, Valle del Cauca, Colombia

SANDRANA CANAS, Cali, Colombia

SANDRANA GANADERA (a.k.a. HACIENDA SANDRANA; a.k.a. SANDRANA), Carrera 4 12-41 piso 15,
Edificio Seguros Bolivar, Cali, Colombia; San Pedro, Valle del Cauca, Colombia

SERVICIOS INMOBILIARIOS LTDA., Carrera 65 No. 13-82, Cali, Colombia; Avenida 2N No. 7N-55 of. 605,
Cali, Colombia

SERVICIOS SOCIALES LTDA., Barranquilla, Colombia

SOCIEDAD CONSTRUCTORA LA CASCADA S.A. (a.k.a. CONSTRUCTORA CASCADA), Calle 1A
62A-120, Cali, Colombia; Calle 1A 62A-120 B2 108, Cali, Colombia; Calle 1A 62A-120 2305, Cali, Colombia;
Calle 1A 62A-120 2418, Cali, Colombia; Calle 1A 62A-120 4114, Cali, Colombia; Calle 1A 62A-120 6245,
Cali, Colombia; Calle 13 3-32 piso 12 y piso 14, Cali, Colombia; Carrera 4 12-41 of. 1401, Cali, Colombia;
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Carrera 4 No. 12-41 of. 1403, Cali, Colombia; Carrera 64 1C-63, Cali, Colombia; Carrera 64 1B-83, Cali,
Colombia

SOCIEDAD CONSTRUCTORA Y ADMINISTRADORA DEL VALLE LTDA (a.k.a. SOCOVALLE LTDA.),
Avenida 2N No. 7N-55 of. 601-602, Cali, Colombia

SOCIR S.A. (a.k.a. COMERCIALIZADORA OROBANCA), Calle 36A No. 3GN-07 of. 302, Edificio El Parque,
Cali, Colombia; Calle 22N No. 5A-75 of. 702, Edificio Via Veneto, Cali, Colombia

SOCOVALLE LTDA. (a.k.a. SOCIEDAD CONSTRUCTORA Y ADMINISTRADORA DEL VALLE LTDA.),
Avenida 2N No. 7N-55 of. 601-602, Cali, Colombia

SUPERTIENDAS LA REBAJA, Avenida Colombia No. 2-45, Cali, Colombia; Calle 9, No. 26-98, Cali,
Colombia

TOBOGON, Avenida Guadalupe con Avenida Simon Bolivar, Cali, Colombia

VALLE COMUNICACIONES LTDA. (a.k.a. VALLECOM), Carrera 60 No. 2A-107, Cali, Colombia

VALLECOM (a.k.a. VALLE COMUNICACIONES LTDA.), Carrera 60 No. 2A-107, Cali, Colombia

VALORES MOBILIARIOS DE OCCIDENTE S.A., Bogota, Colombia

VIAJES MERCURIO LTDA., Carrera 3 No. 10-02 Local 113, Cali, Colombia

W. HERRERA Y CIA. S. EN C., Avenida 2N 7N-55 of. 501, Cali, Colombia

Other Individuals -

ACEVEDO P., Francisco Luis, Carrera 1 No. 18-52 Cali, Colombia; c/o INVERSIONES INVERVALLE, S.A.,
Cali, Colombia; Cedula No. 71660070 (Colombia) (individual)

AGUILERA QUIJANO, Harold, c/o ASESORIAS COSMOS LTDA., Cali, Colombia; Cedula No. 16594227
(Colombia) (individual)

ALVAREZ GAVIRIA, Jaime Antonio, c/o EXPORT CAFE LTDA., Cali, Colombia; Cedula No. 10060853
(Colombia) (individual)

AMAYA OROZCO, Luis Alberto, Calle 18N No. 9-46, Cali, Colombia; c/o COMERCIALIZADORA DE
CARNES DEL PACIFICO LTDA., Cali, Colombia; Cedula No. 4882167 (Colombia) (individual)

AMEZQUITA MENESES, Salustio, c/o INMOBILIARIA U.M.V. S.A., Cali, Colombia; Cedula No. 14943885
(Colombia) (individual)

ANDRADE QUINTERO, Ancizar, c/o INMOBILIARIA BOLIVAR LTDA., Cali, Colombia; c/o INMOBILIARIA
U.M.V. S.A., Cali, Colombia; c/o SERVICIOS INMOBILIARIAS LTDA., Cali, Colombia; Cedula No. 16672464
(Colombia) (individual)

ANGULO OROBIO, Jose Francisco, Avenida 4N No. 17-43 apt. 801, Cali, Colombia, c/o INVERSIONES Y
CONSTRUCCIONES VALLE S.A., Cali, Colombia; Cedula No. 16706561 (Colombia) (individual)

ARBELAEZ ALZATE, Rafael, c/o SERVICIOS INMOBILIARIOS LTDA., Cali, Colombia (individual)

ARBELAEZ GALLON, Gladys, c/o SERVICIOS INMOBILIARIOS LTDA., Cali, Colombia; Cedula No.
31858038 (Colombia) (individual)

ARBELAEZ PARDO, Amparo, Casa No. 19, Avenida Lago, Ciudad Jardin, Cali, Colombia; c/o
INVERSIONES ARA LTDA., Cali, Colombia; c/o LABORATORIOS KRESSFOR DE COLOMBIA S.A.,
Bogota, Colombia; DOB 9 Nov 1950; alt. DOB 9 Aug 1950; Passports AC568973 (Colombia), PE001850
(Colombia); Cedula No. 31218903 or 31151067 (Colombia) (individual)

ARBOLEDA A., Pedro Nicholas (Nicholas), c/o DEPOSITO POPULAR DE DROGAS S.A., Cali, Colombia;
c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota, Colombia; Cedula No. 16602372 (Colombia)
(individual)
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ARBOLEDA, Julio, c/o INVERSIONES BETANIA LTDA., Cali, Colombia; c/o INVERSIONES EL PENON
S.A., Cali, Colombia; Cedula No. 16205508 (Colombia) (individual)

ARISTIZABAL ATEHORTUA, Jaime Alberto, c/o COLOR 89.5 FM STEREO, Cali, Colombia; c/o DERECHO
INTEGRAL Y CIA. LTDA., Cali, Colombia; c/o INVERSIONES MIGUEL RODRIGUEZ E. HIJO, Cali,
Colombia; c/o RADIO UNIDAS FM S.A., Cali, Colombia; c/o REVISTA DEL AMERICA LTDA., Cali, Colombia,
Cedula No. 16756325 (Colombia) (individual)

ARJONA ALVARADO, Rafael, c/o ALPHA PHARMA S.A., Bogota, Colombia; c/o FARMATODO S.A.,
Bogota, Colombia; c/o LABORATORIOS BLAIMAR, Bogota, Colombia; Cedula No. 19442698 (Colombia)
(individual)

ARLONE FACELLI, Roberto, c/o DISTRIBUIDORA DE DROGAS CONDOR S.A., Bogota, Colombia; Cedula
No. 16632415 (Colombia) (individual)

AVENDANO GUTIERREZ, Francisco Eduardo, Carrera 8 No. 66-21 apt. 204, Bogota, Colombia; Transversal
1A No. 69-54 apt. 502, Bogota, Colombia; c/o LABORATORIOS GENERICOS VETERINARIOS, Bogota,
Colombia; Cedula No. 16645182 (Colombia) (individual)

AVILA DE MONDRAGON, Ana Dolores, c/o COMPAX LTDA., Cali, Colombia; Cedula No. 29183223
(Colombia) (individual)

BAEZA MOLINA, Carlos Alberto, c/o DERECHO INTEGRAL Y CIA. LTDA., Cali, Colombia; c/o
INVERSIONES MIGUEL RODRIGUEZ E. HIJO, Cali, Colombia; Cedula No. 16621765 (Colombia)
(individual)

BARON, Carlos, c/o DISTRIBUIDORA MIGIL LTDA., Cali, Colombia; Cedula No. 49994 (Colombia)
(individual)

BECHARA SIMANCA, Salim, c/o SOCOVALLE, Cali, Colombia; DOB 26 Jul 1950; Cedula No. 19163957
(Colombia) (individual)

BENITEZCASTELLANOS, Cesar Tulio, c/o DROGAS LA REBAJA, Cali, Colombia; c/o RIONAP
COMERCIOS Y REPRESENTACIONES S.A., Quito, Ecuador (individual)

BORRERO Q., Hector Fabio, c/o INMOBILIARIA SAMARIA LTDA., Cali, Colombia; c/o INVERSIONES
SANTA LTDA., Cali, Colombia; c/o SOCIEDAD CONSTRUCTORA LA CASCADA S.A., Cali, Colombia
(individual)

BUITRAGO DE HERRERA, Luz Mery, c/o AGROPECUARIA BETANIA LTDA., Cali, Colombia; c/o
AGROPECUARIA Y REFORESTADORA HERREBE LTDA., Cali, Colombia; c/o CONSTRUEXITO S.A., Cali,
Colombia; c/o INVERSIONES BETANIA LTDA., Cali, Colombia; c/o INVERSIONES GEMINIS S.A., Cali,
Colombia; c/o INVERSIONES HERREBE LTDA., Cali, Colombia; c/o INVERSIONES INVERVALLE S.A.,
Cali, Colombia; c/o SOCOVALLE, Cali, Colombia; Cedula No. 29641219 (Colombia) (individual)

BUITRAGO MARIN, Adiela, c/o CONSTRUEXITO S.A., Cali, Colombia; c/o INDUSTRIA AVICOLA
PALMASECA S.A., Cali, Colombia; Cedula No. 31137617 (Colombia) (individual)

BUITRAGO MARIN, Nubia, c/o INMOBILIARIA U.M.V. S.A., Cali, Colombia; Cedula No. 31132922
(Colombia) (individual)

BUITRAGO, Sulay (a.k.a. HERRERA BUITRAGO, Sulay), c/o AGROPECUARIA Y REFORESTADORA
HERREBE LTDA., Cali, Colombia; c/o CONSTRUEXITO S.A., Cali, Colombia; c/o INDUSTRIA AVICOLA
PALMASECA S.A., Cali, Colombia; c/o INVERSIONES HERREBE LTDA., Cali, Colombia (individual)

CALDERON RODRIGUEZ, Solange, c/o INMOBILIARIA AURORA LTDA., Cali, Colombia; c/o
INVERSIONES SANTA LTDA., Cali, Colombia; c/o SOCIEDAD CONSTRUCTORA LA CASCADA S.A., Cali,
Colombia (individual)

CARDONA OCHOA, Carlos Julio, c/o AUREAL INMOBILIARIA LTDA., Bogota, Colombia; c/o GRUPO
SANTA LTDA., Cali, Colombia; Cedula No. 7524996 (Colombia) (individual)

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

1417

http://researchhelp.cch.com/License_Agreement.htm


CARMONA, Juan Manuel, c/o INVERSIONES ARA LTDA., Cali, Colombia; c/o INVERSIONES RODRIGUEZ
ARBELAEZ, Cali, Colombia; c/o INVERSIONES RODRIGUEZ MORENO, Cali, Colombia (individual)

CARRILLO SILVA, Armando, c/o DROGAS LA REBAJA, Cali, Colombia; c/o INVERSIONES CAMINO REAL
S.A., Cali, Colombia; Cedula No. 16242828 (Colombia) (individual)

CASQUETE VARGAS, Orlando, c/o ALFA PHARMA S.A., Bogota, Colombia; c/o LABORATORIOS
GENERICOS VETERINARIOS, Bogota, Colombia; c/o LABORATORIOS KRESSFOR, Bogota, Colombia; c/o
PENTA PHARMA DE COLOMBIA S.A., Bogota, Colombia; Cedula No. 19270159 (Colombia) (individual)

CASTANO ARANGO, Fernando, c/o INDUSTRIA AVICOLA PALMASECA S.A., Cali, Colombia; Cedula No.
14953602 (Colombia) (individual)

CASTRO DE SANTACRUZ, Amparo, c/o INMOBILIARIA SAMARIA LTDA., Cali, Colombia; c/o
INVERSIONES EL PASO LTDA., Cali, Colombia; c/o INVERSIONES SANTA LTDA., Cali, Colombia; c/
o SAMARIA LTDA., Cali, Colombia; DOB 13 Jan 1948; alt. DOBs 13 Jan 1946, 14 Apr 1959; Passports
PEO27370 (Colombia), AA429676 (Colombia); Cedula No. 38983611 (Colombia) (individual)

CAVIEDES CRUZ, Leonardo, c/o INVERSIONES SANTA LTDA., Cali, Colombia; DOB; 23 Nov 1952;
Passports AB151486 (Colombia), AC444270 (Colombia), OC4444290 (Colombia); Cedula No. 16593470
(Colombia) (individual)

CHALO (a.k.a. PRADO CUERO, Salomon), Avenida 26 No. 42B-89 Bogota, Colombia; Carrera 101B No.
11B-50 Cali, Colombia; c/o COLOR 89.5 FM STEREO, Cali, Colombia; DOB 1 Aug 1948 (individual)

CHANG BARRERO, Pedro Antonio, c/o DISTRIBUIDORA MIGIL LTDA., Cali, Colombia; c/o RADIO UNIDAS
FM S.A., Cali, Colombia; Cedula No. 14960909 (Colombia) (individual)

CORTEZ, Oliverio Abril, c/o CONSTRUCTORA DIMISA LTDA., Cali, Colombia; c/o INVERSIONES GEMINIS
S.A., Cali, Colombia; Cedula No. 3002003 (Colombia) (individual)

CUARTES MORALES, Juan Carlos, c/o INVERSIONES Y CONSTRUCCIONES VALLE S.A., Cali, Colombia;
Cedula No. 16757375 (Colombia) (individual)

DAZA QUIROGA, Hugo Carlos, c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota, Colombia;
c/o DISTRIBUIDORA MYRAMIREZ S.A., Bogota, Colombia; c/o LABORATORIOS GENERICOS
VETERINARIOS, Bogota, Colombia; Cedula No. 19236486 (Colombia) (individual)

DAZA RIVERA, PABLO Emilio, c/o BLANCO PHARMA S.A., Bogota, Colombia; c/o COLOR 89.5 FM
STEREO, Cali, Colombia; c/o DROGAS LA REBAJA, Cali, Colombia; c/o LABORATORIOS KRESSFOR,
Bogota, Colombia; c/o RIONAP COMERCIO Y REPRESENTACIONES S.A., Quito, Ecuador; Cedula No.
4904545 (Colombia) (individual)

DELGADO, Jorge Armando, c/o ALFA PHARMA S.A., Bogota, Colombia; c/o DISTRIBUIDORA MYRAMIREZ
S.A., Bogota, Colombia; c/o FARMATODO S.A., Bogota, Colombia; Cedula No. 19354318 (Colombia)
(individual)

DIAZ SANCHEZ, Alberto, Carrera 66 No. 5-23, Cali, Colombia; c/o CONCRETOS CALI S.A., Cali, Colombia;
c/o CONSTRUCTORA DIMISA LTDA., Cali, Colombia; c/o INMOBILIARIA U.M.V. S.A., Cali, Colombia; DOB
Jan 1956; Cedula No. 16259623 (Colombia) (individual)

DOMINGUEZ GARIBELLO, Freddy Orlando, c/o INDUSTRIA AVICOLA PALMASECA S.A., Cali, Colombia;
Cedula No. 16659634 (Colombia) (individual)

DONNEYS GONZALEZ, Federico, c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota, Colombia
(individual)

ECHEVERRY TRUJILLO, Martha Lucia, c/o REVISTA DEL AMERICA LTDA., Cali, Colombus; Cedula No.
31151067 (Colombia) (individual)
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ECHEVERRY TRUJILLO, Oscar Alberto, Avenida 4N No. 17-23 piso 1, Cali, Colombia; Calle 43N No. 4-05,
Cali, Colombia; c/o COLOR 89.5 FM STEREO, Cali, Colombia (individual)

ESCOBAR BUITRAGO, Walter, c/o INMOBILIARIA BOLIVAR LTDA., Cali, Colombia (individual)

ESTRADA URIBE, Octavio, c/o GRUPO SANTA LTDA., Cali, Colombia (individual)

GALINDO, Gilmer Antonio (a.k.a. GUZMAN TRUJILLO, Carlos Arturo), Carrera 4C No. 53-40 apt. 307, Cali,
Colombia; c/o CONSTRUEXITO S.A., Cali, Colombia; c/o INDUSTRIA AVICOLA PALMASECA S.A., Cali,
Colombia; Cedula No. 16245188 (Colombia) (individual)

GALINDO HERRERA, Diana Paola, c/o AGROPECUARIA Y REFORESTADORA HERREBE LTDA., Cali,
Colombia; c/o CONSTRUEXITO S.A., Cali, Colombia; c/o INDUSTRIA AVICOLA PALMASECA S.A., Cali,
Colombia; c/o INVERSIONES HERREBE LTDA., Cali, Colombia (individual)

GALINDO HERRERA, Diego Alexamder, c/o AGROPECUARIA Y REFORESTADORA HERREBE LTDA.,
Cali, Colombia; c/o CONSTRUEXITO S.A., Cali, Colombia; c/o INDUSTRIA AVICOLA PALMASECA S.A.,
Cali, Colombia; c/o INVERSIONES HERREBE LTDA., Cali, Colombia (individual)

GALLEGO BERRIO, Elizabeth, c/o CONCRETOS CALI S.A., Cali, Colombia; Cedula No. 34529671
(Colombia) (individual)

GALLEGO SOSSA, Rosa Esperanza, Calle 24AN No. 42BN-61, Cali, Colombia; c/o CONCRETOS
CALI S.A., Cali, Colombia; c/o CONSTRUCTORA DIMISA LTDA., Cali, Colombia; Cedula No. 43059188
(Colombia) (individual)

GARCES VARGAS, Elmo, c/o INVERSIONES BETANIA LTDA., Cali, Colombia; c/o INVERSIONES
EL PENON S.A., Cali, Colombia; c/o SOCOVALLE, Cali, Colombia; Cedula No. 16581793 (Colombia)
(individual)

GARCIA MANTILLA, Edgar Alberto (a.k.a. GARCIA MOGAR, Edgar' a.k.a. GARCIA MONTELLA, Edgar
Alberto; a.k.a. GARCIA MONTILLA Edgar Alberto) c/o REVISTA DEL AMERICA LTDA., Cali, Colombia; DOB
28 Nov 1946; Passports AC365457 (Colombia), PE008603 (Colombia), PO564495 (Colombia), AA294885
(Colombia); Cedula No. 14936775 (Colombia) (individual)

GARCIA MOGAR, Edgar (a.k.a. GARCIA MANTILLA, Edgar Alberto; a.k.a. GARCIA MONTELLA, Edgar
Alberto; a.k.a. GARCIA MONTILLA, Edgar Alberto) c/o REVISTA DEL AMERICA LTDA., Cali, Colombia;
DOB 28 Nov 1946; Passports AC365457 (Colombia), PE008603 (Colombia), PO564495 (Colombia),
AA294885 (Colombia); Cedula No. 14936775 (Colombia) (individual)

GARCIA MONTELLA, Edgar Alberto (a.k.a. GARCIA MANTILLA, Edgar Alberto; a.k.a. GARCIA MOGAR,
Edgar; a.k.a. GARCIA MONTILLA, Edgar Alberto) c/o REVISTA DEL AMERICA LTDA., Cali, Colombia; DOB
28 Nov 1946; Passports AC365457 (Colombia), PE008603 (Colombia), PO564495 (Colombia), AA294885
(Colombia); Cedula No. 14936775 (Colombia) (individual)

GARCIA MONTILLA, Edgar Alberto (a.k.a. GARCIA MANTILLA, Edgar Alberto; a.k.a. GARCIA MOGAR,
Edgar; a.k.a. GARCIA MONTELLA, Edgar Alberto) c/o REVISTA DEL AMERICA LTDA., Cali, Colombia;
DOB 28 Nov 1946; Passports AC365457 (Colombia), PE008603 (Colombia), PO564495 (Colombia),
AA294885 (Colombia); Cedula No. 14936775 (Colombia) (individual)

GARZON HERNANDEZ, Rodrigo, c/o DROGAS LA REBAJA, Cali, Colombia (individual)

GARZON RESTREPO, Juan Leonardo, Carrera 7P No. 76-90, Cali, Colombia; Diagonal 53 No. 38A-20 apt.
103, Bogota, Colombia; c/o BLANCO PHARMA S.A., Bogota, Colombia; c/o DISTRIBUIDORA MYRAMIREZ
S.A., Cali, Colombia; c/o DROGAS LA REBAJA, Cali, Colombia; c/o FARMATODO S.A., Bogota, Colombia;
c/o LABORATORIOS GENERICOS VETERINARIOS, Bogota, Colombia; c/o LABORATORIOS KRESSFOR,
Bogota, Colombia; c/o PENTA PHARMA DE COLOMBIA S.A., Bogota, Colombia; c/o VALORES
MOBILIARIOS DE OCCIDENTE S.A., Bogota, Colombia; DOB 14 Jan 1962; Cedula No. 16663709
(Colombia) (individual)
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GAVIRIA POSADA, Gilberto, c/o ALFA PHARMA S.A., Bogota, Colombia; c/o BLANCO PHARMA S.A.,
Bogota, Colombia; Cedula No. 16593492 (Colombia) (individual)

GIL OSORIO, Alfonso, c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota, Colombia; c/
o DISTRIBUIDORA DE DROGAS LA REBAJA S.A., Bogota, Colombia; c/o DISTRIBUIDORA MIGIL
LTDA., Cali, Colombia; c/o LABORATORIOS BLAIMAR DE COLOMBIA S.A., Bogota, Colombia; c/o
LABORATORIOS KRESSFOR DE COLOMBIA S.A., Bogota, Colombia; DOB 17 Dec 1946; alt. DOB 17 Dec
1940; Passports 14949229 (Colombia), 14949279 (Colombia), 14949289 (Colombia), AC342060 (Colombia);
Cedula No. 14949279 (Colombia) (individual)

GIRALDO ARBELAEZ, Fernando, c/o INMOBILIARIA U.M.V. S.A., Cali, Colombia; Cedula No. 16249351
(Colombia) (individual)

GIRALDO JARAMILLO, Clara Stella, Avenida 2N No. 19-73 apt. 302, Cali, Colombia; c/o CONCRETOS
CALI S.A., Cali, Colombia; c/o CONSTRUCTORA DIMISA LTDA., Cali, Colombia; Cedula No. 31855785
(Colombia) (individual)

GIRALDO SARRIA, Octavio, c/o INMOBILIARIA U.M.V. S.A., Cali, Colombia (individual)

GIRALDO SARRIA, Rosa Amelia, c/o INMOBILIARIA U.M.V. S.A., Cali, Colombia (individual)

GOMEZ BEL TRAN, Jorge, c/o LABORATORIOS GENERICOS VETERINARIOS, Bogota, Colombia; Cedula
No. 19091811 (Colombia) (individual)

GOMEZ BERRIO, Olmes (Holmes) de Jesus, Carrera 1 No. 18-52, Cali, Colombia; c/o INVERSIONES
INVERVALLE S.A., Cali, Colombia; c/o INVERSIONES Y CONSTRUCCIONES VALLE S.A., Cali, Colombia;
Cedula No. 73105133 (Colombia) (individual)

GOMEZ GALINDO, Omaira, Apartado Aereo 38028, Cali, Colombia; Avenida 6N No. 38-90, Cali, Colombia;
c/o CONSTRUCTORA GOPEVA LTDA., Cali, Colombia; Cedula No. 31299825 (Colombia) (individual)

GOMEZ J., Luis Fernando, c/o INMOBILIARIA U.M.V. S.A., Cali, Colombia; Cedula No. 16716914
(Colombia) (individual)

GOMEZ, Julio Humberto, c/o LABORATORIOS GENERICOS VETERINARIOS, Bogota, Colombia; Cedula
No. 19091811 (Colombia) (individual)

GOMEZ LOPEZ, Diego Fernando, c/o CONSTRUCTORA DIMISA LTDA., Cali, Colombia (individual)

GOMEZ MORA, Ricardo, c/o INVERSIONES GEELE LTDA., Bogota, Colombia; c/o LABORATORIOS
GENERICOS VETERINARIOS, Bogota, Colombia; Cedula No. 3249673 (Colombia) (individual)

GOMEZ V., Manuel Antonio, c/o GANADERA LTDA., Cali, Colombia, Cedula No. 7921814 (Colombia)
(individual)

GONZALEZ ROBLEDO, Julio Cesar, c/o LABORATORIOS GENERICOS VETERINARIOS, Bogota,
Colombia; Cedula No. 2905977 (Colombia) (individual)

GUTIERRES CERDAS, Alvaro (a.k.a. GUTIERREZ CERDAS, Alvaro), c/o DISTRIBUIDORA DE DROGAS
CONDOR LTDA., Bogota, Colombia; DOB 9 May 1942; Cedula No. 14966562 (Colombia) (individual)

GUTIERREZ ARDILA, Eduardo, c/o EXPORT CAFE LTDA., Cali, Colombia; DOB 8 Aug 1958; Cedula No.
16642433 (Colombia) (individual)

GUTIERREZ CANCINO, Fernando Antonio, c/o DISTRIBUIDORA DE DROGAS LA REBAJA, S.A., Bogota,
Colombia; c/o LABORATORIOS BLAIMAR DE COLOMBIA S.A., Bogota, Colombia; c/o LABORATORIOS
KRESSFOR DE COLOMBIA S.A., Bogota, Colombia; DOB 4 Dec 1941; Cedula No. 6089071 (Colombia)
(individual)

GUTIERREZ CERDAS, Alvaro (a.k.a. GUTIERRES CERDAS, Alvaro), c/o DISTRIBUIDORA DE DROGAS
CONDOR LTDA., Bogota, Colombia; DOB 9 May 1942; Cedula No. 14966562 (Colombia) (individual)
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GUTIERREZ LOZANO, Ana Maria, c/o LABORATORIOS KRESSFOR DE COLOMBIA S.A., Bogota,
Colombia; DOB 1972; Cedula No. 39783954 (Colombia) (individual)

GUTIERREZ LOZANO, Juan Pablo, c/o LABORATORIOS KRESSFOR DE COLOMBIA S.A., Bogota,
Colombia; DOB 11 Apr 1972; Passport AC480604 (Colombia); Cedula No. 79570028 (Colombia) (individual)

GUZMAN TRUJILLO, Carlos Arturo (a.k.a. GALINDO, Gilmer Antonio), Carrera 4C No. 53-40 apt. 307, Cali,
Colombia; c/o CONSTRUEXITO S.A., Cali, Colombia; c/o INDUSTRIA AVICOLA PALMASECA S.A., Cali,
Colombia; Cedula No. 16245188 (Colombia) (individual)

HENAO, Alberto Lopez (a.k.a. HENAO LOPEZ, Alberto), c/o ALFA PHARMA S.A., Bogota, Colombia; Cedula
No. 2630951 (Colombia) (individual)

HENAO DE SANCHEZ, Hortensia, c/o ALFA PHARMA S.A., Bogota, Colombia; Cedula No. 29013554
(Colombia) (individual)

HENAO LOPEZ, Alberto (a.k.a. HENAO, Alberto Lopez), c/o ALFA PHARMA S.A., Bogota, Colombia; Cedula
No. 2630951 (Colombia) (individual)

HENAO VDA, DE BOTERO, Maria Yolanda, c/o ALFA PHARMA S.A., Bogota, Colombia; Cedula No.
29070489 (Colombia) (individual)

HERNANDEZ C., Hector Fabio, c/o INVERSIONES BETANIA LTDA., Cali, Colombia; c/o INVERSIONES EL
PENON S.A., Cali, Colombia; Cedula No. 16615804 (Colombia) (individual)

HERRERA BUITRAGO, Alvaro, Avenida 6N No. 25-14, Cali, Colombia; c/o INDUSTRIA AVICOLA
PALMASECA S.A., Cali, Colombia; DOB 10 Oct 1955; Cedula No. 16258303 (Colombia) (individual)

HERRERA BUITRAGO, Stella, Avenida 1B Oeste No. 1-44 apt. 602, Medeira Building, Cali, Colombia; c/
o AGROPECUARIA Y REFORESTADORA HERREBE LTDA., Cali, Colombia; c/o CONCRETOS CALI
S.A., Cali, Colombia; c/o CONSTRUCTORA DIMISA LTDA., Cali, Colombia; c/o INDUSTRIA AVICOLA
PALMASECA S.A., Cali, Colombia; c/o INVERSIONES GEMINIS S.A., Cali, Colombia; c/o INVERSIONES
HERREBE LTDA., Cali, Colombia; c/o SOCOVALLE LTDA., Cali, Colombia; DOB 7 Oct (Year unknown);
Cedula No. 31143871 (Colombia) (individual)

HERRERA BUITRAGO, Sulay (a.k.a. BUITRAGO, Sulay), c/o AGROPECUARIA Y REFORESTADORA
HERREBE LTDA., Cali, Colombia; c/o CONSTRUEXITO S.A., Cali, Colombia; c/o INDUSTRIA AVICOLA
PALMASECA S.A., Cali, Colombia; c/o INVERSIONES HERREBE LTDA., Cali, Colombia (individual)

HERRERA INFANTE, Alberto, c/o CONSTRUCTORA DIMISA LTDA., Cali, Colombia; c/o INDUSTRIA
AVICOLA PALMASECA S.A., Cali, Colombia; Cedula No. 16637518 (Colombia) (individual)

HERRERA RAMIREZ, Giselle, c/o AGROPECUARIA Y REFORESTADORA HERREBE LTDA., Cali,
Colombia; c/o INDUSTRIA AVICOLA PALMASECA S.A., Cali, Colombia; c/o INVERSIONES HERREBE
LTDA., Cali, Colombia (individual)

HERRERA RAMIREZ, Linda Nicolle, c/o INDUSTRIA AVICOLA PALMASECA S.A., Cali, Colombia
(individual)

HERRERA TOBON, Maria Cecilia, c/o LABORATORIOS GENERICOS VETERINARIOS, Bogota, Colombia;
Cedula No. 31397821 (Colombia) (individual)

HOLGUIN SARRIA, Alvaro, c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota, Colombia; c/o
DISTRIBUIDORA MIGIL LTDA., Cali, Colombia; Cedula No. 14950269 or 18950260 (Colombia) (individual)

IBANEZ LOPEZ, Raul Alberto, c/o INMOBILIARIA U.M.V. S.A., Cali, Colombia; Cedula No. 16640123
(Colombia) (individual)

IDARRAGA ORTIZ, Jaime, c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota, Colombia; c/o
DISTRIBUIDORA DE DROGAS LA REBAJA S.A., Bogota, Colombia; c/o DISTRIBUIDORA MIGIL LTDA.,
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Cali, Colombia; c/o LABORATORIOS BLAIMAR DE COLOMBIA S.A., Bogota, Colombia; Cedula No.
8237011 (Colombia) (individual)

IZQUIERDO OREJUELA, Patricia, c/o LABORATORIOS KRESSFOR DE COLOMBIA S.A., Bogota,
Colombia; Cedula No. 41594424 (Colombia) (individual)

IZQUIERDO QUINTERO, Rosalino, c/o INVERSIONES INVERVALLE S.A., Cali, Colombia; Cedula No.
70111037 (Colombia) (individual)

JAIMES RIVERA, Jose Isidro, c/o CONCRETOS CALI S.A., Cali, Colombia; c/o CONSTRUCTORA DIMISA
LTDA., Cali, Colombia; c/o INMOBILIARIA BOLIVAR S.A., Cali, Colombia; c/o INMOBILIARIA U.M.V. S.A.,
Cali, Colombia; c/o INVERSIONES BETANIA LTDA., Cali, Colombia; c/o INVERSIONES EL PENON S.A.,
Cali, Colombia; c/o INVERSIONES GEMINIS S.A., Cali, Colombia; c/o SOCOVALLE LTDA., Cali, Colombia;
Cedula No. 19090006 (Colombia) (individual)

LARRANAGA CALVACHE, Juan Carlos, c/o INMOBILIARIA BOLIVAR LTDS., Cali, Colombia; Cedula No.
12982064 (Colombia) (individual)

LIBREROS DIEZ, Orlando, c/o CONSTRUCTORA DIMISA LTDA., Cali, Colombia, c/o INDUSTRIA AVICOLA
PALMASECA S.A., Cali, Colombia; c/o VALLE COMUNICACIONES LTDA., Cali, Colombia; Cedula No.
16651068 (Colombia) (individual)

LINARES REYES, Jose Ricardo (a.k.a. LLENARES REYES, Ricardo, Jose), KM 11, No. 58-57, Cali,
Colombia; c/o CONSTRUEXITO S.A., Cali, Colombia; c/o INMOBILIARIA BOLIVAR S.A., Cali, Colombia; c/
o INVERSIONES BETANIA LTDA., Cali, Colombia; c/o INVERSIONES EL PENON S.A., Cali, Colombia; c/o
INVERSIONES HERREBE LTDA., Cali, Colombia; c/o INVERSIONES INVERVALLE S.A., Cali, Colombia; c/
o INVERSIONES Y CONSTRUCCIONES VALLE S.A., Cali, Colombia; c/o VIAJES MERCURIO LTDA., Cali,
Colombia; DOB 8 Mar 1955; Passport PO466638 (Colombia); Cedula No. 14440139 (Colombia) (individual)

LINDO HURTADO, Edgar, c/o INMOBILIARIA U.M.V. S.A., Cali, Colombia (individual)

LLENARES REYES, Ricardo Jose (a.k.a. LINARES REYES, Jose Ricardo), KM 11, No. 58-57, Cali,
Colombia; c/o CONSTRUEXITO S.A., Cali, Colombia; c/o INMOBILIARIA BOLIVAR S.A., Cali, Colombia; c/
o INVERSIONES BETANIA LTDA., Cali, Colombia; c/o INVERSIONES EL PENON S.A., Cali, Colombia; c/o
INVERSIONES HERREBE LTDA., Cali, Colombia; c/o INVERSIONES INVERVALLE S.A., Cali, Colombia; c/
o INVERSIONES Y CONSTRUCCIONES VALLE S.A., Cali, Colombia; c/o VIAJES MERCURIO LTDA., Cali,
Colombia; DOB 8 Mar 1955; Passport PO466638 (Colombia); Cedula No. 14440139 (Colombia) (individual)

LOPERA LONDONO, Vicente de Jesus, c/o INVERSIONES Y CONSTRUCCIONES VALLE S.A., Cali,
Colombia; Cedula No. 1393107 (Colombia) (individual)

LOPEZ VALENCIA, Oscar, Carrera 64 No. 11-43 501-2, Cali, Colombia; c/o PLASTICOS CONDOR LTDA.,
Cali, Colombia; Cedula No. 10537943 (Colombia) (individual)

LOZANO CANCINO DE GUTIERREZ, Maria Gladys (a.k.a. LOZANO DE GUITIERREZ, Gladys), c/o
LABORATORIOS KRESSFOR DE COLOMBIA S.A., Bogota, Colombia; DOB 19 Oct 1948; Cedula No.
41444092 (Colombia) (individual)

LOZANO DE GOMEZ, Zila, c/o LABORATORIOS KRESSFOR DE COLOMBIA S.A., Bogota, Colombia;
Cedula No. 41577886 (Colombia) (individual)

LUGO VILLAFANE, Jesus Alberto, Calle 70N No. 14-31, Cali, Colombia; c/o CONCRETOS CALI S.A., Cali,
Colombia, c/o INVERSIONES Y CONSTRUCCIONES VALLE S.A., Cali, Colombia; Cedula No. 14977685
(Colombia) (individual)

MARMOLEJO LOAIZA, Carlos Julio, c/o AGROPECUARIA BETANIA, Cali, Colombia; c/o INDUSTRIA
AVICOLA PALMASECA S.A., Cali, Colombia; Cedula No. 16601783 (Colombia) (individual)

MARMOLEJO VACA, Hernan Rodrigo, c/o INVERSIONES INVERVALLE S.A., Cali, Colombia; Cedula No.
14972401 (Colombia) (individual)
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MARQUEZ CANOVAS, Alberto, c/o INMOBILIARIA U.M.V. S.A., Cali, Colombia; c/o SERVICIOS
INMOBILIARIOS LTDA., Cali, Colombia; Cedula No. 14993019 (Colombia) (individual)

MAZUERO ERAZO, Hugo, c/o GRUPO SANTA LTDA., Cali, Colombia; c/o INVERSIONES SANTA LTDA.,
Cali, Colombia; c/o SOCIEDAD CONSTRUCTORA LA CASCADA S.A., Cali, Colombia; DOB 17 Jul 1936; alt.
DOB 1945; Cedula No. 2445590 (Colombia) (individual)

MILLAN RUBIO, Alba Milena, Apartado Aero 31398, Cali, Colombia; c/o CONSTRUCTORA TREMI LTDA.,
Cali, Colombia; Cedula No. 31909155 (Colombia) (individual)

MOGOLLON RUEDA, Eduardo, c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota, Colombia;
DOB 5 Feb 1953; Cedula No. 19149691 or 19194691 (Colombia) (individual)

MONDRAGON DE RODRIGUEZ, Mariela, c/o LABORATORIOS KRESSFOR DE COLOMBIA S.A., Bogota,
Colombia; DOB 12 Apr 1935; Passport 4436059 (Colombia); Cedula No. 29072613 (Colombia) (individual)

MONROY ARCILA, Francisco Jose, c/o CONSTRUCTORA DIMISA LTDA., Cali, Colombia (individual)

MONTANO BERMUDEZ, Libardo, c/o LABORATORIOS GENERICOS VETERINARIOS, Bogota, Colombia;
Cedula No. 17083296 (Colombia) (individual)

MORAN GUERRERO, Mario Fernando, c/o LABORATORIOS KRESSFOR, Bogota, Colombia; c/o PENTA
PHARMA DE COLOMBIA S.A., Bogota, Colombia; Cedula No. 12983857 (Colombia) (individual)

MOSQUERA, Juan Carlos, Calle 24N No. 6-17, Cali, Colombia; c/o INMOBILIARIA U.M.V. S.A., Cali,
Colombia (individual)

MUNOZ RODRIGUEEZ, Juan Carlos, c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota,
Colombia; c/o DISTRIBUIDORA DE DROGAS LA REBAJA, S.A., Bogota, Colombia; c/o DISTRIBUIDORA
MIGIL LTDA., Cali, Colombia; c/o LABORATORIOS BLAIMAR DE COLOMBIA S.A., Bogota, Colombia;
c/o LABORATORIOS KRESSFOR DE COLOMBIA S.A., Bogota, Colombia; DOB 25 Sep 1964; Passport
16703148 (Colombia); Cedula No. 16703148 (Colombia) (individual)

MUNOZ RODRIGUEZ, Soraya, c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota, Colombia;
c/o DISTRIBUIDORA DE DROGAS LA REBAJA S.A., Bogota, Colombia; c/o DISTRIBUIDORA MIGIL
LTDA., Cali, Colombia; c/o LABORATORIOS BLAIMAR DE COLOMBIA S.A., Bogota, Colombia; c/o
LABORATORIOS KRESSFOR DE COLOMBIA S.A., Bogota, Colombia; DOB 26 Jul 1967; Passport
AC569012 (Colombia); Cedula 31976822 (Colombia) (individual)

MUNOZ PAZ, Adriana del Socorro, c/o INVERSIONES Y CONSTRUCCIONES VALLE S.A., Cali, Colombia;
Cedula No. 31950689 (Colombia) (individual)

MUNOZ PAZ, Joaquin Emilo, Avenida 4AN No. 47-89, Cali, Colombia; c/o CONSTRUCTORA
DIMISA LTDA., Cali, Colombia; c/o INMOBILIARIA U.M.V. S.A., Cali, Colombia; c/o INVERSIONES Y
CONSTRUCCIONES VALLE S.A., Cali, Colombia; Cedula No. 16788012 (Colombia) (individual)

ORTIZ PALACIOS, Willington A., Avenida 5AN No. 23D-68 piso 2, Cali, Colombia; Carrera 62 Bis No. 6A,
Cali, Colombia; c/o CREACIONES DEPORTIVAS WILLINGTON LTDA., Cali, Colombia (individual)

OSORIO CADAVID, Maria Victoria, c/o COLOR 89.5 FM STEREO, Cali, Colombia; c/o DERECHO
INTEGRAL Y CIA. LTDA., Cali, Colombia; Cedula No. 31932294 (Colombia) (individual)

OSORIO PINEDA, Jorge Ivan, c/o LABORATORIOS GENERICOS VETERINIARIOS, Bogota, Colombia;
Cedula No. 19270301 (Colombia) (individual)

PATINO URIBE, Carlos Augusto, c/o DISTRIBUIDORA MIGIL LTDA., Cali, Colombia; Cedula No. 16627574
(Colombia) (individual)

PAZMAHECHA, Gonzalo Rodrigo, Calle 102 No. 48A-08, Bogota, Colombia; Calle 13 No. 4-25 piso 6, Cali,
Colombia; Calle 13A No. 66B-60 apt. 101A, Cali, Colombia; Calle 13A No. 66B-60 apt. 102A, Cali, Colombia;
Calle 13A No. 66B-60 apt 902A, Cali, Colombia; Carrera 4 No. 11-45 apt. 621, Cali, Colombia; Carrera 4 No.
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11-45 apt. 624, Cali, Colombia; Carrera 4 no. 11-45 of. 802, Cali, Colombia; Carrera 4 No. 11-45 of. 809,
Cali, Colombia; Transversal 98 No. 28A-46, Cali, Colombia; c/o COLOR 89.5 FM STEREO, Cali, Colombia;
Cedula No. 16590653 (Colombia) (individual)

PELAEZ DE HENAO, Teresa, c/o ALFA PHARMA S.A., Bogota, Colombia; Cedula No. 29013555 (Colombia)
(individual)

PEREZ GARCIA, Carlos, c/o ASESORIAS COSMOS LTDA., Cali, Colombia; Cedula No. 14920419
(Colombia) (individual)

PEREZ VARELA, Jaime Diego, c/o CONSTRUCTORA GOPEVA LTDA., Cali, Colombia; Cedula No.
2895666 (Colombia) (individual)

PINZON, Marco Antonio, c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota, Colombia; Cedula
No. 17801803 (Colombia) (individual)

PRADO CUERO, Salomon (a.k.a. CHALO), Avenida 26 No. 42B-89 Bogota, Colombia; Carrera 101B No.
11B-50 Cali, Colombia; c/o COLOR 89.5 FM STEREO, Cali, Colombia; DOB 1 Aug 1948 (individual)

QUINTERO SALAZAR, Lisimaco, c/o INMOBILIARIA U.M.V. S.A., Cali, Colombia (individual)

RAMIREZ CORTES, Delia Nhora (Nora), c/o AGROPECUARIA Y REFORESTADORA HERREBE LTDA.,
Cali, Colombia; c/o CONSTRUEXITO S.A., Cali, Colombia; c/o INDUSTRIA AVICOLA PALMASECA S.A.,
Cali, Colombia; c/o INMOBILIARIA BOLIVAR S.A., Cali, Colombia; c/o INVERSIONES GEMINIS S.A., Cali,
Colombia; c/o INVERSIONES HERREBE LTDA., Cali, Colombia; c/o INVERSIONES INVERVALLE S.A.,
Cali, Colombia; c/o SOCOVALLE LTDA., Cali, Colombia; c/o VIAJES MERCURIO LTDA., Cali, Colombia;
DOB 20 Jan 1959; Cedula No. 38943729 (Colombia) (individual)

RAMIREZ, Julio Cesar, c/o RADIO UNIDAS FM S.A., Cali, Colombia; Cedula No. 16685808 (Colombia)
(individual)

RAMIREZ LIBREROS, Gladys Miriam, c/o DISTRIBUIDORA DE DROGAS LA REBAJA S.A., Bogota,
Colombia; DOB 20 Nov 1945; Passport 38974109 (Colombia); Cedula No. 38974109 (Colombia) (individual)

RAMIREZ M., Oscar, c/o INVERSIONES ARA LTDA., Cali, Colombia; c/o VALORES MOBILIARIOS DE
OCCIDENTE S.A., Bogota, Colombia; c/o RIONAP COMERCIO Y REPRESENTACIONES S.A., Quito,
Ecuador (individual)

RAMIREZ, Manuel Hernan, Calle 5 No. 37A-65 of. 203, Cali, Colombia; Carrera 91 No. 17-17, Casa 4, Cali,
Colombia; c/o RADIO UNIDAS FM S.A., Cali, Colombia; Cedula No. 14975762 (Colombia) (individual)

RAMIREZ VALENCIANO, William, Calle 3C No. 72-64 10, Cali, Colombia; c/o CONCRETOS CALI S.A., Cali,
Colombia; c/o CONSTRUCTORO DIMISA LTDA., Cali, Colombia; c/o INMOBILIARIA BOLIVAR S.A., Cali,
Colombia; c/o INVERSIONES BETANIA LTDA., Cali, Colombia; c/o INVERSIONES EL PENON S.A., Cali,
Colombia; c/o INVERSIONES GEMINIS S.A., Cali, Colombia; Cedula No. 16694719 (Colombia) (individual)

RESTREPO VILLEGAS, Camilo, Calle 116 No. 12-49, Bogota, Colombia; c/o PLASTICOS CONDOR LTDA.,
Cali, Colombia; Cedula No. 6051150 (Colombia) (individual)

RICUARTE FLOREZ, Gilma Leonor, c/o LABORATORIOS GENERICOS VETERINARIOS, Bogota,
Colombia; Cedula No. 51640309 (Colombia) (individual)

RIVERA MOSQUERA, Mauricio Jose, c/o INVERSIONES GENINIS S.A., Cali, Colombia; Cedula No.
16277224 (Colombia) (individual)

RIZO, Diego, c/o DISTRIBUIDORA MIGIL LTDA., Cali, Colombia; Cedula No. 144483334 (Colombia)
(individual)

RIZO MORENO, Jorge Luis, Transversal 11, Diagonal 23-30 apt. 304A, Cali, Colombia; c/o
CONSTRUCTORA DIMISA LTDA., Cali, Colombia; c/o INDUSTRIA AVICOLA PALMASECA S.A., Cali,
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Colombia; c/o SERVICIOS INMOBILIARIOS LTDA., Cali, Colombia; Cedula No. 16646582 (Colombia)
(individual)

RODRIGUEZ ABADIA, William, c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota, Colombia;
c/o DISTRIBUIDORA DE DROGAS LA REBAJA S.A., Bogota, Colombia; c/o DISTRIBUIDORA MIGIL
LTDA., Cali, Colombia; c/o INVERSIONES ARA LTDA., Cali, Colombia; c/o LABORATORIOS BLAIMAR
DE COLOMBIA S.A., Bogota, Colombia; c/o LABORATORIOS KRESSFOR DE COLOMBIA, S.A., Bogota,
Colombia; DOB 31 Jul 1965; Cedula No. 16716259 (Colombia) (individual)

RODRIGUEZ ARBELAEZ, Carolina, c/o INVERSIONES ARA LTDA; Cali, Colombia; DOB 17 May 1979
(individual)

RODRIGUEZ ARBELAEZ, Maria Fernanda, c/o DISTRIBUIDORA DE DROGAS LA REBAJA S.A., Bogota,
Colombia; DOB 28 Nov 1973; alternate DOB 28 Aug 1973; Passport AC568974 (Colombia); Cedula No.
66860965 (Colombia) (individual)

RODRIGUEZ, Manuel, c/o ALFA PHARMA S.A., Cali, Colombia; c/o LABORATORIOS KRESSFOR, Bogota,
Colombia; Cedula No. 17171485 (Colombia) (individual)

RODRIGUEZ MONDRAGON, Alexandra (a.k.a. RODRIGUEZ MONDRAGON, Maria Alexandra), c/o
DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota, Colombia; c/o DISTRIBUIDORA DE DROGAS LA
REBAJA S.A., Bogota, Colombia; c/o LABORATORIOS BLAIMAR DE COLOMBIA S.A., Bogota, Colombia;
DOB 30 May 1969; alt. DOB 5 May 1969; Passport AD359106 (Colombia); Cedula No. 66810048 (Colombia)
(individual)

RODRIGUEZ MONDRAGON, Humberto, c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota,
Colombia; c/o DISTRIBUIDORA DE DROGAS LA REBAJA S.A., Bogota, Colombia; c/o DISTRIBUIDORA
MIGIL LTDA., Cali, Colombia; c/o LABORATORIOS BLAIMAR DE COLOMBIA S.A., Bogota, Colombia;
c/o LABORATORIOS KRESSFOR DE COLOMBIA, S.A., Bogota, Colombia; DOB 21 Jun 1963; Passport
AD387757 (Colombia); Cedula No. 16688683 (Colombia) (individual)

RODRIGUEZ MONDRAGON, Jaime, c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota,
Colombia; c/o DISTRIBUIDORA DE DROGAS LA REBAJA S.A., Bogota, Colombia; c/o DISTRIBUIDORA
MIGIL LTDA., Cali, Colombia; c/o LABORATORIOS BLAIMAR DE COLOMBIA S.A., Bogota, Colombia; c/o
LABORATORIOS KRESSFOR DE COLOMBIA S.A., Bogota, Colombia; Cedula No. 16637592 (Colombia)
(individual)

RODRIGUEZ MONDRAGON, Maria Alexandra (a.k.a. RODRIGUEZ MONDRAGON, Alexandra), c/o
DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota, Colombia; c/o DISTRIBUIDORA DE DROGAS LA
REBAJA S.A., Bogota, Colombia; c/o LABORATORIOS BLAIMAR DE COLOMBIA S.A., Bogota, Colombia;
DOB 30 May 1969; alt. DOB 5 May 1969; Passport AD359106 (Colombia); Cedula No. 66810048 (Colombia)
(individual)

RODRIGUEZ MORENO, Juan Pablo, Carrera 65 647; Cali, Colombia; c/o INVERSIONES RODRIGUEZ
MORENO, Cali, Colombia; DOB 30 Jul 1980 (individual)

RODRIGUEZ MORENO, Miguel Andres, Carrera 65 No. 6-47, Cali, Colombia; Carrera 66 No. 6-47, Cali,
Colombia; c/o INVERSIONES RODRIGUEZ MORENO, Cali, Colombia; DOB 14 Jul 1977; Passport No.
AD253939 (Colombia); Cedula No. 94328841 (Colombia) (individual)

RODRIGUEZ MORENO, Stephanie (Stethanine), c/o INVERSIONES RODRIGUEZ MORENO, Cali,
Colombia (individual)

RODRIGUEZ OREJUELA DE GIL, Amparo, c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota,
Colombia; c/o DISTRIBUIDORA MIGIL LTDA., Cali, Colombia; c/o LABORATORIOS BLAIMAR DE
COLOMBIA S.A., Bogota, Colombia; c/o LABORATORIOS KRESSFOR DE COLOMBIAL S.A., Bogota,
Colombia; DOB 13 Mar 1949; Passport AC342062 (Colombia); Cedula No. 31218703 (Colombia) (individual)
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RODRIGUEZ OREJUELA DE MUNOZ, Haydee (a.k.a. RODRIGUEZ OREJUELA DE ROJAS, Haydee), c/
o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota, Colombia; c/o DISTRIBUIDORA MIGIL LTDA.,
Cali, Colombia; DOB 22 Sep 1940; Cedula No. 38953333 (Colombia) (individual)

RODRIGUEZ OREJUELA DE ROJAS, Haydee (a.k.a. RODRIGUEZ OREJUELA DE MUNOZ, Haydee), c/
o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota, Colombia; c/o DISTRIBUIDORA MIGIL LTDA.,
Cali, Colombia; DOB 22 Sep 1940; Cedula No. 38953333 (Colombia) (individual)

RODRIGUEZ RAMIREZ, Claudia Pilar, c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota,
Colombia; c/o DISTRIBUIDORA DE DROGAS LA REBAJA S.A., Bogota, Colombia; c/o DISTRIBUIDORA
MIGIL LTDA., Cali, Colombia; c/o LABORATORIOS KRESSFOR DE COLOMBIA S.A., Bogota, Colombia;
DOB 30 Jun 1963; alt. DOB 30 Aug 1963; alt. DOB 1066; Passports 007281 (Colombia), P0555266
(Colombia); Cedula No. 51741013 (Colombia) (individual)

ROJAS MEJIA, Hernan, Calle 2A Oeste No. 24B-45 apt. 503A, Cali, Colombia; Calle 6A No. 9N-34, Cali,
Colombia; c/o COLOR 89.5 FM STEREO, Cali, Colombia; DOB 28 Aug 1948; Cedula No. 16242661
(Colombia) (individual)

ROJAS ORTIS, Rosa, c/o ALFA PHARMA S.A., Cali, Colombia; Cedula No. 26577444 (Colombia)
(individual)

ROSALES DIAZ, Hector Emilio, c/o INDUSTRIA AVICOLA PALMASECA S.A., Cali, Colombia; c/o
INMOBILIARIA BOLIVAR S.A., Cali, Colombia; c/o INVERSIONES GEMINIS S.A., Cali, Colombia; Cedula
No. 16588924 (Colombia) (individual)

ROZO VARON, Luis Carlos, c/o BLANCO PHARMA S.A., Bogota, Colombia; c/o FARMATODO S.A., Bogota,
Colombia; c/o LABORATORIOS GENERICOS VETERINARIOS, Bogota, Colombia; c/o LABORATORIOS
KRESSFOR, Bogota, Colombia; Cedula No. 5838525 (Colombia) (individual)

RUEDA FAJARDO, Herberth Gonzalo, c/o LABORATORIOS GENERICOS VETERINARIOS, Bogota,
Colombia; Cedula No. 12126395 (Colombia) (individual)

RUIZ HERNANDEZ, Gregorio Rafael, c/o COMERCIALIZADORA OROBANCA, Cali, Colombia; DOB 20 May
1963; Cedula No. 16823501 (Colombia) (individual)

SAAVEDRA RESTREPO, Jesus Maria, Calle 5 No. 46-83 Local 119, Cali, Colombia; c/o CONCRETOS CALI
S.A., Cali, Colombia; c/o CONSTRUCTORA DIMISA LTDA., Cali, Colombia; c/o INMOBILIARIA U.M.V. S.A.,
Cali, Colombia; DOB 10 Jul 1958; Cedula No. 16603482 (Colombia) (individual)

SALCEDO R., Nhora Clemencia, c/o INMOBILIARIA BOLIVAR S.A., Cali, Colombia; Cedula No. 31273613
(Colombia) (individual)

SALCEDO RAMIREZ, Jaime, c/o INMOBILIARIA U.M.V. S.A., Cali, Colombia; Cedula No. 16706222
(Colombia) (individual)

SALDARRIAGA ACEVEDO, Carlos Omar, Calle 9B No. 50-100 apt. 102, Cali, Colombia; c/o RADIO UNIDAS
FM S.A., Cali, Colombia; DOB 16 Jan 1954; Cedula No. 14998632 (Colombia) (individual)

SANCHEZ DE VALENCIA, Dora Gladys, c/o INMOBILIARIA U.M.V. S.A., Cali, Colombia; DOB 7 Aug 1955;
Cedula No. 31273248 (Colombia) (individual)

SANTACRUZ CASTRO, Ana Milena, c/o AUREAL INMOBILIARIA LTDA., Bogota, Colombia; c/o
INMOBILIARIA SAMARIA LTDA., Cali, Colombia; c/o INVERSIONES EL PASO LTDA., Cali, Colombia; c/
o INVERSIONES SANTA LTDA., Cali, Colombia; c/o SAMARIA LTDA., Cali, Colombia; c/o SOCIEDAD
CONSTRUCTORA LA CASCADA S.A., Cali, Colombia; DOB 31 Mar 1965; Passports 31929808 (Colombia),
AB151189 (Colombia); Cedula No. 31929808 (Colombia) (individual)

SANTACRUZ CASTRO, Sandra, c/o INMOBILIARIA SAMARIA LTDA., Cali, Colombia; DOB 28 Sep 1973;
SSN 090-80-3433; Passports 043827307 (United States), D1690693 (United States), 100330728 (United
States), J24728201 (Country unknown) (individual)
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SARRIA HOLGUIN, Ramiro (Robert), Avenida 6N No. 23D-16 of. L301, Cali, Colombia; Carrera 100 No.
11-60 of. 603, AA 20903, Cali, Colombia; c/o INVERSIONES ARA LTDA., Cali, Colombia; c/o INVERSIONES
MIGUEL RODRIGUEZ E. HIJO, Cali, Colombia; c/o INVERSIONES RODRIGUEZ ARBELAEZ, Cali,
Colombia; c/o INVERSIONES RODRIGUEZ MORENO, Cali, Colombia (individual)

SILVA PERDOMO, Alejandro, c/o CONSTRUVIDA S.A., Avenida 2N No. 7N-55 y No. 521, Cali, Colombia; c/
o INDUSTRIA AVICOLA PALMASECA S.A., Cali, Colombia; Cedula No. 14983500 (Colombia) (individual)

SOLAQUE SANCHEZ, Alfredo, c/o ALFA PHARMA S.A., Bogota, Colombia; c/o LABORATORIOS BLAIMAR,
Bogota, Colombia; c/o LABORATORIOS KRESSFOR, Bogota, Colombia; c/o PENTA PHARMA DE
COLOMBIA S.A., Bogota, Colombia; Cedula No. 79261845 (Colombia) (individual)

TORRES CORTES, Joselin, c/o AUREAL INMOBILIARIA LTDA., Bogota, Colombia; Cedula No. 19482747
(Colombia) (individual)

TREJOS MARQUEZ, Arnulfo, Carrera 4 No. 9-17 of. 308, AA38028, Cali, Colombia; c/o CONSTRUCTORA
TREMI LTDA., Cali, Colombia; Cedula No. 6090595 (Colombia) (individual)

TRIANA TEJADA, Luis Humberto, c/o COMERCIALIZADORA DE CARNES DEL PACIFICO LTDA., Cali,
Colombia; Cedula No. 4916206 (Colombia) (individual)

TRUJILLO CAICEDO, Francisco Javier (Pacho); Calle 8 Oeste No. 24C-75 apt. 1501, Cali, Colombia; Calle
13C No. 75-95 piso 2, Cali, Colombia; Carrera 76A No. 6-34 apt. 107, Cali, Colombia; c/o COLOR 89.5 FM
STEREO, Cali, Colombia; DOB 23 Nov 1060; Cedula No. 16264395 (Colombia) (individual)

URIBE GONZALEZ, Jose Abelardo, c/o INMOBILIARIA U.M.V. S.A., Cali, Colombia; c/o SERVICIOS
INMOBILIARIAS LTDA., Cali, Colombia; Cedula No. 16647906 (Colombia) (individual)

VALENCIA ARIAS, Jhon Gavy (John Gaby), Avenida 7N No. 17A-46, Cali, Colombia; Carrera 76 No. 6-200
102, Cali, Colombia; c/o INVERSIONES BETANIA LTDA., Cali, Colombia; c/o INVERSIONES EL PENON
S.A., Cali, Colombia; Cedula No. 16741491 (Colombia) (individual)

VALENCIA ARIAS, Luis Fernando, c/o INVERSIONES BETANIA LTDA., Cali, Colombia; c/o INVERSIONES
EL PENON S.A., Cali, Colombia; c/o INVERSIONES GEMINIS S.A., Cali, Colombia; Cedula No. 71626881
(Colombia) (individual)

VALENCIA, Reynel (Reinel), c/o INMOBILIARIA U.M.V. S.A., Cali, Colombia; Cedula No. 16258610
(Colombia) (individual)

VARGAS GARCIA, Carlos Alberto, Quito, Ecuador; c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA.,
Bogota, Colombia; c/o RIONAP COMERCIO Y REPRESENTACIONES S.A., Quito, Ecuador (individual)

VICTORIA, Mercedes, c/o COLOR 89.5 FM STEREO, Cali, Colombia; c/o COMPAX LTDA., Cali, Colombia;
c/o INVERSIONES GEELE LTDA., Bogota, Colombia; c/o LABORATORIOS KRESSFOR, Bogota, Colombia
(individual)

VICTORIA POTES, Nestor Raul, Calle 70N No. 14-31, AA26397, Cali, Colombia; c/o AGROPECUARIA
BETANIA LTDA., Cali, Colombia; c/o INDUSTRIA AVICOLA PALMASECA S.A., Cali, Colombia; c/o
INMOBILIARIA BOLIVAR S.A., Cali, Colombia; Cedula No. 16247701 (Colombia) (individual)

VILLALOBOS, Luis E., c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota, Colombia; Cedula No.
14875020 (Colombia) (individual)

VILLEGAS ARIAS, Maria Deisy (Deicy), Calle 66 No. 1A-6 51, Cali, Colombia; c/o CONSTRUEXITO S.A.,
Cali, Colombia; c/o CONCRETOS CALI S.A., Cali, Colombia; c/o SOCOVALLE LTDA., Cali, Colombia;
Cedula No. 31200371 (Colombia) (individual)

VILLEGAS BOLANOS, Silver Amado, c/o CONCRETOS CALI S.A., Cali, Colombia; c/o INMOBILIARIA
BOLIVAR S.A., Cali, Colombia; Cedula No. 10480869 (Colombia) (individual)
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ZABALETA SANDOVAL, Nestor, Apartado Aereo 91095; c/o BLANCO PHARMA S.A., Bogota, Colombia;
c/o LABORATORIOS KRESSFOR DE COLOMBIA S.A., Bogota, Colombia; DOB 17 Sep 1925; Cedula No.
2901313 (Colombia); Passports 1690693 (United States), 100330728 (United States), J24728201 (Country
unknown) (individual)

ZUNIGA OSORIO, Marco Fidel, c/o LABORATORIOS BLANCO PHARMA, Bogota, Colombia (individual)

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

1428

http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 97-8

Click to open document in a browser

February 5, 1997

  

Member Firm Regulation

 TO: Members And Member Organizations

ATTENTION: Chief Executive Officer/Managing Partner, Operations Officer, And Legal And
Compliance Departments

SUBJECT: “Best Execution” Obligations

The Securities and Exchange Commission in recent releases and as part of the Market 2000 study,
has emphasized that it is the fiduciary responsibility of broker-dealers to seek the most favorable terms
reasonably available under the circumstances in order to achieve the best execution for a customer's
transaction.

The Commission has stated that this best execution obligation requires broker-dealers routing customer
orders for execution to “periodically asses the quality of competing markets to assure that order flow is
directed to markets providing the most beneficial terms for their customers' orders.” Broker-dealers deciding
where to route or execute customer orders in listed or OTC securities must carefully evaluate the extent to
which this order flow would be afforded better terms if executed in a market or with a market maker offering
price improvement opportunities.

In conducting an evaluation of internal order handling procedures, broker-dealers must regularly and
rigorously examine execution quality (likely to be obtained) from the different markets or market makers
trading a security. These evaluations should address the following items, as appropriate:

•Price improvement opportunities across markets

•Procedures for handling limit orders and likelihood of execution

•Accessibility of competing systems and costs

•Confidentiality of trades

•Speed of execution

•Ability to handle orders of certain sizes

The SEC has requested that SROs include in their 1997 examination program a review of member
organizations compliance with these requirements.

Information on the requirements of broker-dealers to perform reviews of its order routing decisions for “best
execution” can be found in the SEC Market 2000 Study, SEC Release # 34-37619A (“Order Execution
Obligations” September 12, 1996) and SEC Release #34-37046 (“SEC Approval Order” March 29, 1996).

________________________

Salvatore Pallante

Senior Vice President
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February 3, 1997

  

Market Surveillance

 TO: All Members and Member Organizations/Chief Operating Officers

SUBJECT: Amendments to Rule 80B

The Securities and Exchange Commission has recently approved amendments to Rule 80B (Trading Halts
Due to Extraordinary Market Volatility). These amendments increase the levels of the circuit breakers which
would trigger Exchange-wide trading halts during periods of extreme market volatility. The revised provisions
of the rule (attached as Exhibit A) are effective immediately.

The amendments provide that if the Dow Jones Industrial Average SM (“DJIA”) declines 350 (previously 250)
or more points below its closing value on the previous trading day, the Exchange shall halt trading in all
stocks and may not reopen for thirty minutes. If the DJIA subsequently falls 550 (previously 400) points below
the previous day's close, trading in all stocks on the Exchange will halt and may not reopen for one hour.

If a 350-point decline occurs at or after 3:30 p.m., or if a 550-point decline occurs at or after 3:00 p.m., the
Exchange will not reopen for trading that day. In that event, market-on-close (“MOC”) orders will be cancelled,
and NYSE Crossing Sessions will not take place.

The revised circuit breakers have been coordinated with (i) all other United States stock exchanges and the
National Association of Securities Dealers with respect to the trading of stocks, stock options, and stock index
options; and (ii) all United States futures exchanges with respect to the trading of stock index futures and
options on such futures.

Questions concerning any matters discussed in this Information Memo may be addressed to Brian McNamara
at (212) 656-7086 or Donald Siemer at (212) 656-6940.

________________________

Robert J. McSweeney

Senior Vice President

Additions Underlined

Deletions [bracketed]

EXHIBIT A

Trading Halts Due to Extraordinary Market Volatility

Rule 80B. If the Dow Jones Industrial Average SM reaches a value [250] 350 or more points below its closing
value on the previous trading day, trading in stocks shall halt on the Exchange and may not reopen for thirty
minutes. If, on the same day, the average subsequently reaches a value [400] 550 or more points below the
closing value, trading in stocks shall halt on the Exchange and may not reopen for one hour.

Supplementary Material:
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.10 The restrictions in this Rule 80B shall apply whenever the Dow Jones Industrial Average reaches the
trigger values notwithstanding on the fact that, at any given time, the calculation of the value of the average
may be based on the prices of less than all of the stocks included in the average.

.20 The reopening of trading following a trading halt under this Rule 80B shall be conducted pursuant
to procedures adopted by the Exchange and communicated by notice to its members and member
organizations.

.30 Nothing in this Rule 80B should be construed to limit the ability of the Exchange to otherwise halt or
suspend the trading in any stock or stocks traded on the Exchange pursuant to any other Exchange rule or
policy.
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January 24, 1997

  

Member Firm Regulation

 TO: Members And Member Organizations

SUBJECT: List Of Information Memos Issued In 1996 And Topical Index To All Information Memos
(1976-1996)

(See your hardcopy of Information Memo 97-6 for Topical Index)

A list of Information Memos issued in 1996 and an updated Index to all Information Memos (1976-1996)
referenced by subject are attached for your convenience. Please file in appropriate Information Memo binder
for easy reference.

_______________________________

Raymond J. Hennessy

Vice President

Attachments

                                     

1996 INFORMATION MEMOS

  

IM#           DATE                                    DESCRIPTION

96-1          1/12/96    On-Line Computer Services and Electronic Communications Survey

96-2          1/12/96    Auxiliary Opening Procedures and Revised Procedures for Handling
 Market-on-Close

                         Orders on January 19, 1996 (“Expiration Friday”)
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96-3          2/9/96     Auxiliary Opening Procedures and Revised Procedures for Handling
 Market-on-Close

                         Orders on February 16, 1996 (“Expiration Friday”)

96-4          2/22/96    Extension of Prime Brokerage Arrangements “No Action” Letter

96-5          3/8/96     Auxiliary Opening Procedures and Revised Procedures for Handling
 Market-on-Close

                         Orders on March 15, 1996 (“Expiration Friday”)

96-6          3/8/96     Approval of the Canada Module of the General Securities
 Registered Examination

                         (Series 37/38)

96-7          3/8/96     Approval of the Japan Module of the General Securities
 Registered Representative

                         Examination (Series 47)

96-8          3/22/96    Auxiliary Opening Procedures and Revised Procedures for Handling
 Market-on-Close

                         Orders on March 29, 1996 (“Quarterly Index Expiration”)

96-9          3/25/96    Trading in CountryBasketsSM

96-10         3/27/96    Amendments to 

Rule 431 (Margin Requirements) Regarding OTC Options and Interest

                         Rate Composites
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96-11         4/1/96     Updated Listing of the Department of Treasury “Specially
 Designated Nationals and

                         Blocked Persons”

96-12         4/4/96     

Form 600TC/Floor Brokerage and Commissions Reporting

96-13         4/9/96     Clarification of Recordkeeping Requirements for Forward Settling
 Repurchase

                         Agreement Transactions (“Forward Repos”)

96-14         4/12/96    Auxiliary Opening Procedures and Revised Procedures for Handling
 Market-on-Close

                         Orders on April 19, 1996 (“Expiration Friday”)

96-15         4/26/96    Specialist Concentration Policy

96-16         5/7/96     Additions to the List of Rules Subject to the Imposition of
 Fines for Minor Violations

                         Under 

Rule 476A Procedures

96-17         5/10/96    Auxiliary Opening Procedures and Revised Procedures for Handling
 Market-on-Close

                         Orders on May 10, 1996 (“Expiration Friday”)
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96-18         5/20/96    Morrison Knudsen Corporation

96-19         6/11/96    Amendments to Regulation T and Proposed Changes to Regulation T

96-20         6/14/96    Auxiliary Opening Procedures and Revised Procedures for Handling
 Market-on-Close

                         Orders on June 21, 1996 (“Expiration Friday”)

96-21         6/21/96    Auxiliary Opening Procedures and Revised Procedures for Handling
 Market-on-Close

                         Orders on June 28, 1996 (“Quarterly Index Expiration”)

96-22         7/12/96    Auxiliary Opening Procedures and Revised Procedures for Handling
 Market-on-Close

                         Orders on July 19, 1996 (“Expiration Friday”)

96-23         7/22/96    Amendments to 

Rule 80B

96-24         8/9/96     Auxiliary Opening Procedures and Revised Procedures for Handling
 Market-on-Close

                         Orders on August 16, 1996 (“Expiration Friday”)

96-25         8/22/96    Amendments to Exchange 

Rules 27, 

476(a)(11) and 
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477

96-26         8/29/96    Restriction of Exercises of NYA Index Options

96-27         9/13/96    Auxiliary Opening Procedures and Revised Procedures for Handling
 Market-on-Close

                         Orders on September 20, 1996 (“Expiration Friday”)

96-28         9/18/96    Amendments to 

Rules 704 and 

705

96-29         9/20/96    Revised Procedures for Handling Market-on-Close Orders on
 September 30, 1996

                         (“Quarterly Index Expiration”)

96-30         10/3/96    New SEC Rule Requiring Specialists to Display Customer Limit
 Orders

96-31         10/11/96   Auxiliary Opening Procedures and Revised Procedures for Handling
 Market-on-Close

                         Orders on October 18, 1996 (“Expiration Friday”)

96-32         10/14/96   Reissue of 

Information Memo 92-29 (Agency Block Crosses)
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96-33         11/5/96    Summary of Rules Applicable to Trading in Index and Currency
 Warrants

96-34         11/8/96    Auxiliary Opening Procedures and Revised Procedures for Handling
 Market-on-Close

                         (MOC) Orders on Expiration Days

96-35         11/11/96   Continuing Education Status Report

96-36         12/5/96    New Audit Trail Identifiers

96-37         12/9/96    1997 SIPC Assessment

96-38         12/16/96   Tax Switching Transactions

96-39         12/16/96   Last Trade Date for “Regular Way” Settlement in 1996

96-40         12/13/96   Special Stock Lists for December 20, 1996, Expiration Friday

96-41         12/24/96   Special Stock List for December 31, 1996, Quarterly Expiration
 Day
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January 17, 1997

  

Member Firm Regulation

 ATTENTION: Trading Desks, Order Rooms Compliance Directors

TO: All Members And Member Organizations

SUBJECT: Marking Sell Orders “Long” Or “Short”

Recent Exchange examinations of members and member organizations indicate that order tickets initiated on
the Exchange floor, as well as those initiated “upstairs” in member organization offices, are often not being
marked “long” or “short”.

Members and member organizations should review carefully the requirements of Rule 10a-1(c) of the
Securities Exchange Act of 1934 and Exchange Rule 440B.13.

Rule 10a-1(c) under the Securities Exchange Act of 1934, states in relevant part:

“No broker or dealer shall, by the use of any facility of a national securities exchange, or any means or
instrumentality of interstate commerce, or of the mails, effect any sell order for a security registered on, or
admitted to unlisted trading privileges on, a national securities exchange unless such order is marked either
‘long’ or ‘short’.”

Exchange Rule 440B.13 states in relevant part:

“Every sell order (including odd-lots) in a security subject to the rule, which is executed on any exchange or
by means of any instrumentality of interstate commerce, whether originated or handled by a member, must be
marked to indicate whether it is ‘long’ or ‘short’.”

Members and member organizations are reminded that each sell order must be affirmatively and accurately
marked “long” or “short” to be in compliance with the above rules.

In addition, all appropriate personnel (registered or unregistered) should be regularly educated on proper
order marking procedures and be warned that failure to record the required information can result in
Exchange disciplinary action against the member, member organization and/or employees.

Members conducting floor brokerage business who take orders from public customer (including institutions)
and non-member broker-dealers have an obligation to actually mark order tickets either “long” or “short
.” It is not acceptable to assume that an order is “long” if it is not marked. Each sell order ticket must be
appropriately marked “long” or “short.”

Member organizations are also reminded that they must have procedures in place to ensure that all orders
transmitted to the Exchange floor for execution are marked “long” or short.” The procedure must cover all
orders including those orders transmitted over electronic execution systems or customer Dot machines.
Further, member organizations are reminded that when providing electronic execution to customers or other
broker-dealers they remain responsible for appropriate marking of order tickets.

Finally, members conducting business on the Exchange floor should be certain that orders transmitted to
them from another member or member organization are properly marked and should ascertain from the
transmitting member or member organization the appropriate designation when the order is not marked.
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During 1997, Exchange examiners will continue to monitor for compliance with Rules 10a-1(c) and 440B.13.
Failure to appropriately mark order tickets may subject members, member organizations and their associated
persons to disciplinary action.

Questions regarding this Information Memo may be directed to Rudy Schreiber at 212-656-5226.

_______________________________

Salvatore Pallante

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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January 17, 1997

  

Member Firm Regulation

 ATTENTION: Chief Executive Officer/Managing Partner, Registration, Compliance And Legal
Departments

TO: Members And Member Organizations

SUBJECT: Correction To Information Memo No. 97-1

The definition of professional customer as set forth in footnote 1 on page 1 of Information Memo No. 97-1
should read as follows:
1 Professional customer includes a bank, trust company, insurance company, investment trust, state or
political subdivision thereof, charitable or nonprofit educational institution regulated under the laws of the
United States, or any state, or pension or profit sharing plan subject to ERISA or of an agency of the United
States or of a state or a political subdivision thereof or any person who has, or has under management, net
tangible assets of at least sixteen million dollars (emphasis added).

Sixteen million was incorrectly printed as six million in footnote 1. Other than this revision, there are no
changes to the text of Information Memo 97-1.

_______________________________

Salvatore Pallante

Senior Vice President
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January 17, 1997

  

Member Firm Regulation

 TO: Member And Member Organizations

ATTENTION: Chief Financial Officer/Partner

SUBJECT: (1) Reminder Of Additional Calendar Year-End Focus Reporting Requirements On
Schedule I

(2) SEC Transaction Fees On Over-The-Counter Sales Of Listed Securities

(1) SCHEDULE I:

Schedule I Information Required of Brokers and Dealers Pursuant to Rule 17a-5 must be completed and
electronically filed by every member or member organization as a supplement to the calendar year-end filing
of Part II or IIA.

Comments:

•Enter the firm's SEC BD registration number (“8-” number) Field 8011 on the facing page of the Schedule I
form. The 8-number is not the same as the Focus file number or the DEA-assigned number.

•Item 16 should be either actual or estimate. Place a “1” in actual or estimate box, but not both.

•Broker-dealers who clear their transactions through other broker-dealers must complete Item 24 (field 8118)
of Schedule I unless the clearing firm reports these transactions on its own Schedule I accompanied by an
alphabetical listing (names and SEC 8-file number) of all correspondent broker-dealers and their fee payment
to the SEC.

•Clearing brokers who choose to report transactions of their correspondent(s) on Item 24 of their Schedule
I must notify such correspondent(s) that they are included on Item 24 of the clearing broker's Schedule I.
Correspondents may report “0” on line 24 if they attach a copy of this notification to their own Schedule I.

•Be sure to enter applicable code 1, (Yes) or 2, (No) where required and enter numbers or dollar figures on
appropriate lines on Schedule I.

•You must contact your NYSE Finance Coordinator prior to making any change if the filing should need
amending after the initial submission.

A completed Schedule I (HARDCOPY) must also be submitted with the annual Part II or IIA (HARDCOPY) no
later than January 24, 1997.

THESE SCHEDULES ARE REQUIRED TO BE FILED WITHIN THE SPECIFIED TIME FRAMES
PURSUANT TO SEC REGULATION 240.17a-5(a) and 17a-10.

All completed reports are to be submitted to your Finance Coordinator.

(2) SEC TRANSACTION FEES:

The SEC has asked the Exchange to remind member firms that:
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• SINCE THE SEC DOES NOT SEND INVOICE BILLINGS, MEMBER FIRMS ARE EXPECTED TO MAKE
TIMELY PAYMENTS DIRECTLY TO THE SEC. All checks should include information regarding the type of
fee, interest and year. (e.g., 1996 OTC Section 31 Fee).

•Payment of the 1996 transaction fee on nonexempted over-the-counter (“OTC”) sales of exchange listed
securities, must be actually received by the Commission Office of the Comptroller in Washington D.C., on or
before March 15, 1997.

•All payments received by the SEC for calendar year 1996, after the March due date must include interest of
5%. Contact the SEC's Office of the Comptroller for appropriate interest rates for previous years.

• Section 31 Fees must not be included with the 120A Transaction Fee report/payment.

•Failure of a broker-dealer to file accurate FOCUS reports and to remit fees plus any accrued interest may
result in the revocation of their registration with the Commission.

•Should any revisions or amendments to Schedule I be required subsequent to filing, such changes must be
sent to the Designated Examining Authority, and any additional fee payment should be sent immediately to
the SEC with an attached copy of the amended Schedule I.

Section 31 of the Securities Exchange Act of 1934 requires that every registered broker or dealer “… pay
to the Commission on or before March 15 of each calendar year a fee in an amount equal to one three-
hundredths of 1 per centum of the aggregate dollar amount of the sales of securities registered on a national
securities exchange (other than bonds, debentures, and other evidences of indebtedness) transacted by
such broker or dealer otherwise than on such an exchange during each preceding calendar year: Provided,
however, that no payment shall be required for any calendar year in which such payment would be less than
one hundred dollars.” The Commission provides certain exemptions to this Section under Rule 31-1.

The transaction fee is computed on the dollar amount of nonexempted OTC sales of exchange listed
securities reported on Item 24 of Schedule I (see page 4 of instructions of Schedule I).

We are advised that checks should be made payable to the Securities and Exchange Commission. Payments
should be mailed to:

The Securities and Exchange Commission

Office of the Comptroller - Stop 0-3

450 Fifth Street, N.W.

Washington, D.C. 20549

Attention: Nate Slonin

Any questions concerning FOCUS filing requirements should be directed to your Finance Coordinator.

Any questions concerning Section 31 fees and Schedule I may be directed to Carol Y. Charnock, Division of
Market Regulation at (202) 942-0142 or Nate Slonin, Office of the Comptroller at (202) 942-0385.

_______________________________

Raymond J. Hennessy

Vice President
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Market Surveillance

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Special Stock Lists for January 17, 1997, Expiration Friday

January 17, 1997 is an expiration trade date.

An expiration day is a trading day prior to the expiration of index-related derivative products (futures, options
or options on futures), whose settlement pricing is based upon opening or closing prices on the Exchange, as
identified by a qualified clearing corporation (e.g., the Options Clearing Corporation).

SPECIAL STOCK LISTS

The Exchange has identified certain stocks which will, on expiration days, follow mandatory procedures
related to the dissemination of market order imbalances before the opening and/or the dissemination of MOC
imbalances prior to the close, as soon as practicable after 3:40 p.m.

The high-capitalized stock list consists of the fifty most highly capitalized stocks in the S&P 500 Index, plus
any Major Market Index stocks not included among those fifty stocks. The mid-capitalized stock list consists
of the ten most highly capitalized stocks in the S&P MidCap 400 Index. The special stock lists applicable to
January 17, 1997 are attached for your reference.

MANDATORY EXPIRATION DAY PROCEDURES

In summary, in relation to the opening, stocks on the high-capitalized stock list and mid-capitalized stock list
must follow procedures related to the publication of market order imbalances at the appointed time, 9:00 a.m.
In relation to the close, only the stocks on the high-capitalized stock list must follow procedures related to the
publication of MOC imbalances as soon as practicable after the MOC cutoff time of 3:40 p.m. Also, pursuant
to Information Memo 95-21, any stock being dropped from or added to an index must publish an MOC status
as soon as practicable after 3:40 p.m., as may any stock with Floor Official approval.

Complete discussion of auxiliary opening procedures and procedures for handling market-on-close (MOC)
orders on expiration days appears in Information Memo 96-34, which was published on November 8, 1996.

If you have any questions, you may direct them to David Fisch (212) 656-6769 or Carol Krusik (212)
656-4597.

_______________________________

Robert J. McSweeney

Senior Vice President

Attachments
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High-Capitalized Stock List - January 17, 1997, Expiration Friday

ABT           ABBOTT LABORATORIES

AHP           AMERICAN HOME PRODUCTS CORPORATION

AIG           AMERICAN INTERNATIONAL GROUP INC.

AIT           AMERITECH CORP.

ALL           ALLSTATE CORP.

AN            AMOCO CORPORATION

AXP           AMERICAN EXPRESS COMPANY

BA            BOEING COMPANY

BAC           BANKAMERICA CORPORATION

BEL           BELL ATLANTIC CORPORATION

BLS           BELLSOUTH CORPORATION

BMY           BRISTOL MYERS SQUIBB COMPANY

CCI           CITICORP

CHV           CHEVRON CORPORATION

CMB           CHASE MANHATTAN CORP.
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COL           COLUMBIA HEALTHCARE CORP.

DD            DU PONT COMPANY

DIS           WALT DISNEY COMPANY

DOW           DOW CHEMICAL COMPANY

EK            EASTMAN KODAK COMPANY

F             FORD MOTOR COMPANY

FNM           FEDERAL NATIONAL MORTGAGE ASSOCIATION

G             GILLETTE COMPANY

GE            GENERAL ELECTRIC COMPANY

GM            GENERAL MOTORS CORPORATION

GTE           GTE CORPORATION

HWP           HEWLETT-PACKARD COMPANY

IBM           INTERNATIONAL BUSINESS MACHINES CORP.

IP            INTERNATIONAL PAPER COMPANY

JNJ           JOHNSON AND JOHNSON

KMB           KIMBERLY CLARK CORP.
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KO            COCA-COLA COMPANY

LLY           ELI LILLY AND COMPANY

LU            LUCENT TECHNOLOGIES INC.

MCD           MCDONALDS CORPORATION

MMM           MINNESOTA MINING AND MANUFACTURING

MO            PHILIP MORRIS COS. INC.

MOB           MOBIL CORPORATION

MOT           MOTOROLA INC.

MRK           MERCK AND COMPANY INC.

NB            NATIONSBANK CORP.

PG            PROCTER AND GAMBLE COMPANY

PEP           PEPSICO INC.

PFE           PFIZER INC.

RD            ROYAL DUTCH PETROLEUM COMPANY

S             SEARS ROEBUCK AND CO.

SBC           SOUTHWESTERN BELL CORPORATION
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T             AMERICAN TELEPHONE AND TELEGRAPH

TRV           TRAVELERS GROUP INC.

TX            TEXACO INC.

UN            UNILEVER NV

WMT           WAL-MART STORES INC.

XON           EXXON CORPORATION

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of January 3, 1997
and the 20 Major Market Index stocks. No stocks have been added to the list. C has been deleted.

               

Mid-Capitalized Stock List - January 17, 1997 Expiration Friday

AFL           AFLAC INC.

BEN           FRANKLIN RESOURCES INC.

CAH           CARDINAL HEALTH INC.

CCE           COCA-COLA ENTERPRISES INC.

EFX           EQUIFAX INC.

HRC           HEALTHSOUTH Corporation

*PGR          PROGRESSIVE CORP.

SAI           SUNAMERICA INC.
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SCH           CHARLES SCHWAB CORP.

STT           STATE STREET BOSTON CORP.

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of January 3,
1997. The indicated (*) stock has been added to the list. TMO has been deleted.
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Member Firm Regulation

 TO: Members And Member Organizations

ATTENTION: Chief Executive Officer/Managing Partner, Registration, Compliance And Legal
Departments

SUBJECT : Licensing/Registration Requirements For Series 7A And 7B Qualified Persons

Series 7A and 7B Examinations

In recent years, the Exchange has implemented certain categories of registration and qualification
examinations. Specifically, the Series 7A Examination (for Floor members engaged in a public business

with professional customers 1  ) and the Series 7B Examination (for Floor clerks of members and member
organizations engaged in a public business with professional customers) were developed for persons whose
public business is limited to conducting business in NYSE-listed securities solely with institutional customers

from the Exchange trading Floor (the “Floor”) 2  .

These exams provide alternatives to the Series 7 (General Securities Registered Representative
Examination) to test the knowledge and skill specifically applicable to dealing with institutional customers from
the Floor. Series 7A and 7B qualified persons must be registered with members or member organizations that
have been approved by the Exchange to conduct a public business. The applicable Exchange registration
requirements for such persons includes filing Form U-4 (the Uniform Application for Securities Industry
Registration or Transfer), which is the standard industry form for individuals required to be registered,
and submission of fingerprints to the Exchange for identification, background checking and appropriate
processing.

State Licensing/Registration Requirements

Members and member organizations are reminded that, in addition to satisfying the Exchange's registration
and qualification requirements, it is also important to comply with any applicable state licensing/registration
requirements. For specific information about individual state registration requirements, the appropriate State
Securities Administrator or Commissioner should be contacted (see attached list).

Some states, while recognizing the Series 7A and 7B exams, may have separate licensing/registration
requirements for persons conducting a securities business (e.g. dealing with customers) in the state. For
instance, the State of New York (Department of Law) exempts Series 7A and 7B qualified persons conducting
a limited public business from the Exchange Floor, from completing the Series 63 (Uniform Securities
Agent State Law Examination). Such persons are, however, required to register with the Department of
Law (by manually filing applicable State forms) prior to conducting business in the State. The State of
Connecticut requires that Series 7A and 7B exam qualified persons be registered to transact business in
the state. Connecticut regulations require registration applicants to be qualified by an SEC or SRO exam
and to complete the Series 63 exam. The Series 7A and 7B exams will be accepted in fulfillment of the
state requirement that registration applicants be SEC or SRO exam-qualified. Connecticut will provide a
general waiver of the Series 63 exam requirement for Series 7A and 7B exam qualified Floor members and
clerks who perform the limited, specialized functions for which those exams qualify them. Similar exemptions
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or waivers may be available in other states. In addition, other states provide exemptions from licensing/
registration and/or examination requirements for persons who deal solely with institutional customers. For
example, the Commonwealth of Massachusetts requires registration of broker-dealers, however pursuant
to Massachusetts General Laws, the term “broker-dealer” does not include a person who has no place of
business in the Commonwealth if he effects transactions in the Commonwealth exclusively with or through
other financial institutions or institutional buyers.

Failure to comply with any state licensing/registration requirements may subject the member or member
organization and/or its associated persons to substantial penalties or other action under applicable state laws
or regulations.

CRD Filings

The CRD (Central Registration Depository) System currently does not recognize or accept individual
member filings (i.e., members who are solely NYSE members and not currently registered with the NASD).
Accordingly, manual filings may be required by some states for Series 7A and 7B qualified persons.

For information on eligibility and registration for the Series 7A and 7B Examinations contact Juan Vasquez
at (212) 656-4814. For information on the content of the examinations, including a copy of the study outline,
contact Anthony Colonna at (212) 656-2741.

_______________________________

Salvatore Pallante

Senior Vice President

1996 NASAA MEMBER REPRESENTATIVES

ALABAMA                                        ARIZONA

Mr. Joseph P. Borg                             Mr. Dee Riddell Harris

Director                                       Director of Securities

Securities Commission                          Corporation Commission

770 Washington Avenue,                         Securities Division

Suite 570                                      1300 West Washington

Montgomery, Alabama 36130-4700                 Third Floor

205-242-2984                                   Phoenix, Arizona 85007
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                                               602-542-4242

ALASKA                                         ARKANSAS

Mr. Lawrence P. Carroll                        Mr. Mac Dodson

Senior Securities Examiner                     Commissioner

Dept. of Commerce & Economic                   Securities Department

Development                                    Heritage West Building

Division of Banking, Securities                201 East Markham

& Corporations                                 3rd Floor

333 Willoughby, 9th Floor                      Little Rock, Arkansas 72201

Juneau, Alaska 99811-0807                      501-324-9260

907-465-2521

ALBERTA                                        BRITISH COLUMBIA

Mr. William L. Hess                            Ms. Adrienne Wanstall

Chairman                                       Commissioner

Securities Commission                          Securities Commission

4th Floor, 300-5th Avenue S.W.                 865 Hornby Street
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Calgary, Alberta                               11th Floor

T2P 3C4 Canada                                 Vancouver, British Columbia

403-297-4277                                   V6Z 2H4 Canada

                                               604-660-4800

CALIFORNIA                                     DISTRICT OF COLUMBIA

Mr. Keith P. Bishop                            Ms. Veda Shamsid-deen

Commissioner                                   Public Service Commission

Department of Corporations                     450 5th Street, N.W.

3700 Wilshire Boulevard                        Suite 821

Suite 600                                      Washington, D.C. 20001

Los Angeles, California 90010                  202-626-5105

213-736-2741

COLORADO                                       FLORIDA

Mr. Philip A. Feigin                           Mr. Don Saxon

Securities Commissioner                        Director

Division of Securities                         Office of Comptroller
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1580 Lincoln, Suite 420                        101 E. Gaines St.

Denver, Colorado 80203                         Tallahassee, Florida 32399

303-894-2320                                   904-488-9805

CONNECTICUT                                    GEORGIA

Mr. Ralph A. Lambiase                          Mr. Andrew J. Ekonomou

Director                                       Assistant Securities

Department of Banking                          Commissioner

Division of Securities                         Division of Business

44 Capitol Avenue                              Services & Regulation

Hartford, Connecticut 06106                    2 Martin Luther King, Jr. Dr

203-566-4560                                   Suite 315, West Tower

                                               Atlanta, Georgia 30334

                                               404-656-2894

DELAWARE                                       HAWAII

Mr. Charles S. Walker                          Mr. Russell II. Yamashita

Securities Commissioner                        Commissioner of Securities
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Department of Justice                          Department of Commerce &

Division of Securities                         Consumer Affairs

State Office Building                          1010 Richards Street

820 N. French Street, 8th Floor                Honolulu, Hawaii 96810

Wilmington, Delaware 19801                     808-586-2744

302-577-2515

IDAHO                                          KANSAS

Ms. Marilyn Scanlan                            Mr. David Brant

Securities Bureau Chief                        Securities Commissioner

Department of Finance                          Office of Securities

Securities Bureau                              Commissioner

700 West State Street                          618 South Kansas Avenue

Boise, Idaho 83720-2700                        2nd Floor

208-334-3684                                   Topeka, Kansas 66603-3804

                                               913-296-3307

ILLINOIS                                       KENTUCKY
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Mr. Robert H. Newtson                          Mr. Stephen Steele

Director                                       Acting Deputy

Office of the Secretary of                     Department of Financial

State                                          Institutions

Lincoln Tower                                  Division of Securities

520 South Second, Suite 200                    477 Versailles Road

Springfield, IL 62701                          Frankfort, Kentucky 40601

217-782-2256                                   502-573-3390

INDIANA                                        LOUISIANA

Mr. Bradley W. Skolnik                         Mr. Harry C. Stansbury

Securities Commissioner                        Deputy Securities

Office of the Secretary of                     Commissioner

State                                          Securities Commission

Securities Division                            Energy Centre

302 West Washington, Room E-111                1100 Poydras Street

Indianapolis, Indiana 46204                    Suite 2250
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317-232-6681                                   New Orleans, Louisiana 70163

                                               504-568-5515

IOWA                                           MAINE

Mr. Craig A. Goettsch                          Mr. Stephen L. Diamond

Superintendent of Securities                   Securities Administrator

Insurance Division                             Dept. of Professional &

Securities Bureau                              Financial Regulation

Lucas State Office Building                    Bureau of Banking

Des Moines, Iowa 50319                         Securities Division

515-281-4441                                   State House Station 121

                                               Augusta, Maine 04333

                                               207-582-8760

MANITOBA                                       MICHIGAN

Ms. H. Jocelyn Samson, CFA                     Mr. Carl L. Tyson

Chairman                                       Director

Securities Commission                          Department of Commerce
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1128-405 Broadway Avenue                       Corporation & Securities

Winnipeg, Manitoba                             Bureau

R3C 3L6 Canada                                 6546 Mercantile Way

204-945-2548                                   Lansing, Michigan 48910

                                               517-334-6212

MARYLAND                                       MINNESOTA

Mr. Robert N. McDonald                         Mr. David Gruenes

Securities Commissioner                        Commissioner of Commerce

Office of the Attorney General                 Department of Commerce

Division of Securities                         133 East Seventh Street

200 St Paul Place, 20th Floor                  St. Paul, Minnesota 55101

Baltimore, Maryland 21202-2020                 612-296-4026

410-576-6360

MASSACHUSETTS                                  MISSISSIPPI

Mr. Barry C. Guthary                           Leslie Scott

Director                                       Assistant Secretary of State
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Secretary of the Commonwealth                  Office of the Secretary of

Securities Division                            State

One Ashburton Place, Room 1701                 Securities Division

Boston, Massachusetts 02108                    202 North Congress Street

617-727-3548                                   Suite 601

                                               Jackson, Mississippi 39205

                                               601-359-6371

MEXICO                                         MISSOURI

Mr. Eduardo Fernandez                          Mr. Douglas F. Wilburn

Presidente                                     Securities Commissioner

Comision Nacional de Valores                   Office of the Secretary

Av. Insurgentes Sur 1971                       of State

Torre Sur, Piso 10                             600 West Main Street

Col. Guadalupe Inn C.P. 01020                  Jefferson City, Missouri

Mexico, D.F.                                   65101

011 (525)661-5483                              314-751-4136
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MONTANA                                        NEWFOUNDLAND

Ms. Melissa Broch                              Mr. George F. Kennedy

Deputy Securities Commissioner/Staff           Director of Securities

Attorney                                       Department of Justice

Office of the State Auditor                    P.O. Box 8700

Securities Department                          St. Johns, Newfoundland

126 North Sanders, Room 270                    A1B 4J6 Canada

Helena, Montana 59604                          709-729-4189

406-444-2040

NEBRASKA                                       NEW HAMPSHIRE

Mr. Jack E. Herstein                           Mr. Peter C. Hildreth

Assistant Director                             Director of Securities

Department of Banking &                        Bureau of Securities

Finance                                        Regulation

Bureau of Securities                           Department of State

1200 N Street, Suite 311                       State House, Room 204
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Lincoln, Nebraska 68509-5006                   Concord, New Hampshire

402-471-3445                                   03301-4989

                                               603-271-1463

NEVADA                                         NEW JERSEY

Mr. Donald J. Reis                             Mr. Thomas J. Gaynor

Deputy Secretary of State                      Chief, Bureau of Securities

Office of the Secretary of                     Department of Law & Public

State                                          Safety

Securities Division                            Bureau of Securities

555 E. Washington Avenue,                      153 Halsey Street

5th Floor                                      Newark, New Jersey 07101

Las Vegas, Nevada 89158                        201-504-3600

702-486-2440

NEW BRUNSWICK                                  NEW MEXICO

Mr. Donne W. Smith, Jr.                        Mr. William J. Verant

Administrator                                  Director
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Securities Branch                              Regulation and Licensing

77 Germain Street, Suite 102                   Department

St. John, New Brunswick                        Securities Division

E2L 4Y9 Canada                                 725 St. Michaels Drive

506-658-3060                                   Santa Fe, New Mexico 87501

                                               505-827-7140

NEW YORK                                       NOVA SCOTIA

Mr. Andrew Kandel                              Mr. Robert B MacLellan

Assistant Attorney General                     Chairman

Department of Law                              Nova Scotia Securities

Bureau of Investor Protection                  Commission

& Securities                                   1690 Hollis Street

120 Broadway, 23rd Floor                       2nd Floor, Joseph Howe

New York, New York 10271                       Building

212-416-8200                                   Halifax, Nova Scotia

                                               B3J 3J9 Canada
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                                               902-424-7768

NORTH CAROLINA                                 OHIO

Mr. Eugene J. Celia                            Mr. Thomas Geyer

Deputy Securities Administrator                Acting Commissioner of

Department of the Secretary of                 Securities

State                                          Division of Securities

Securities Division                            77 South High Street

300 North Salisbury Street                     Columbus, OH 43215

Suite 100                                      614-644-7381

Raleigh, North Carolina 27603

919-733-3924

NORTH DAKOTA                                   OKLAHOMA

Mr. Calvin Hoovestol                           Mr. Irving L. Faught

Securities Commissioner                        Administrator

Office of the Securities                       Department of Securities

Commissioner                                   621 N. Robinson
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600 East Boulevard                             Suite 400

Bismarck, North Dakota 58505                   Oklahoma City, Oklahoma

701-328-2910                                   73102

                                               405-235-0230

NORTHWEST TERRITORIES                          ONTARIO

Mr. Gary MacDougall                            Ms. Joan Smart

Registrar of Securities                        Vice-Chairman

Government of the Northwest                    Securities Commission

Territories                                    20 Queen Street West

4903-49th Street                               Suite 1800

Yellowknife, Northwest                         Toronto, Ontario

Territories                                    M5H 3S8 Canada

X1A 2L9 Canada                                 416-597-0681

403-873-7490

OREGON                                         QUEBEC

Mr. Cecil R. Monroe                            Mr. Roland Cote
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Administrator                                  Commissioner

Department of Insurance &                      Commission des Valeurs

Finance                                        Mobilieres du Quebec

Securities Section                             800 Square Victoria,

21 Labor & Industries Building                 17th Floor

Salem, Oregon 97310                            Montreal, Quebec

503-378-4387                                   H4Z 1G3 Canada

                                               514-873-5326

PENNSYLVANIA                                   RHODE ISLAND

Mr. Robert M. Lam                              Ms. Maria D'Alessandro

Chairman                                       Piccirilli

Securities Commission                          Associate Director &

Eastgate Office Building                       Superintendent of

1010 North 7th Street                          Securities

2nd Floor                                      Department of Business

Harrisburg, Pennsylvania 17102                 Regulation

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

1465

http://researchhelp.cch.com/License_Agreement.htm


717-787-8061                                   Securities Division

                                               233 Richmond Street

                                               Suite 232

                                               Providence, Rhode Island

                                               02903-4232

                                               401-277-3048

PRINCE EDWARD ISLAND                           SASKATCHEWAN

Mr. Edison Shea                                Mr. Marcel de la

Registrar of Securities                        Gorgendiere, Q.C.

Department of Justice                          Chairman

Securities Act                                 Securities Commission

105 Rochford Street                            1914 Hamilton Street, #850

Charlottetown, Prince Edward                   Regina, Saskatchewan

Island                                         S4P 3V7 Canada

C1A 7N8 Canada                                 306-787-5645

902-368-4550
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PUERTO RICO                                    SOUTH CAROLINA

Mr. Juan Rivera-Reyes                          Ms. Tracy Meyers

Securities Commissioner                        Deputy Securities

Office of the Commissioner of                  Commissioner

Finance                                        Office of Attorney General

Centro Europa Building                         Rembrant C. Dennis Building

Suite 600                                      1000 Assembly Street

1492 Ponce De Leon Avenue                      Columbia, South Carolina

San Juan, Puerto Rico 00918                    29202

809-723-8403                                   803-734-1087

SOUTH DAKOTA                                   VERMONT

Ms. Debra M. Bollinger                         Mr. Richard S. Cortese

Director                                       Deputy Commissioner of

Division of Securities                         Securities

118 West Capitol Avenue                        Dept. of Banking, Insurance

Pierre, South Dakota 57501-2080                & Securities
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605-773-4823                                   89 Main Street, Drawer 20

                                               Montpelier, Vermont 05620

                                               802-828-3420

TENNESSEE                                      VIRGINIA

Mr. Kenneth T. McClellan                       Mr. Ronald W. Thomas

Assistant Commissioner for                     Director

Securities                                     State Corporation

Department of Commerce &                       Commission

Insurance                                      Division of Securities &

Securities Division                            Retail Franchising

Volunteer Plaza, Suite 680                     1300 East Main Street

500 James Robertson Parkway                    9th Floor

Nashville, Tennessee 37243                     Richmond, Virginia 23209

615-741-2947                                   804-371-9051

TEXAS                                          WASHINGTON

Ms. Denise Voigt Crawford                      Ms. Deborah R. Bortner
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Securities Commissioner                        Administrator

State Securities Board                         Department of Licensing

200 East 10th Street, 5th Floor                Securities Division

Austin, Texas 78711-3167                       210 11th Street, S.W.,

512-305-8300                                   3rd Floor West

                                               Olympia, Washington 98504

                                               306-902-8760

UTAH                                           WEST VIRGINIA

Mr. Mark J. Griffin                            Mr. Glen B. Gainer, III

Director                                       State Auditor &

Department of Commerce                         Commissioner of Securities

Securities Division                            State Auditor's Office

160 East 300 South                             Securities Division

Salt Lake City, Utah 84111                     State Capitol Building

801-530-6600                                   1900 Kanawha Blvd. East

                                               Room W-118
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                                               Charleston, West Virginia

                                               25305

                                               304-558-2257

WISCONSIN

Ms. Patricia D. Struck

Acting Securities Commissioner

Office of the Commissioner of Securities

101 East Wilson Street

Madison, Wisconsin 53702

608-266-3431

WYOMING

Ms. Diana J. Ohman

Secretary of State & Securities Commissioner

Secretary of State

Securities Division

State Capitol Building
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Cheyenne, Wyoming 82002

307-777-7370

YUKON TERRITORY

Mr. Richard Roberts

Registrar of Securities

Department of Justice

Justice Services Division, Corporate Affairs

1230 2nd Avenue

Whitehorse, Yukon Territories

Y1A 2C6 Canada

403-667-5005

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Professional customer includes a bank, trust company, insurance company, investment trust, state or
political subdivision thereof, charitable or nonprofit educational institution regulated under the laws of
the United States, or any state, or pension or profit sharing plan subject to ERISA or of an agency of
the United States or of a state or a political subdivision thereof or any person who has, or has under
management, net tangible assets of at least six million dollars.

2  For such persons to conduct business with any other customer or to move off-Floor ("upstairs") to serve
either retail or professional customers, they must pass the Series 7 exam and meet all other applicable
registration requirements.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 96-41

Click to open document in a browser

December 24, 1996

  

Market Surveillance

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Special Stock List for December 31, 1996, Quarterly Expiration Day

December 31, 1996 is an expiration trade date.

An expiration day is a trading day prior to the expiration of index-related derivative products (futures, options
or options on futures), whose settlement pricing is based upon opening or closing prices on the Exchange, as
identified by a qualified clearing corporation (e.g., the Options Clearing Corporation).

SPECIAL STOCK LISTS

The Exchange has identified certain stocks which will, on expiration days, follow mandatory procedures
related to the dissemination of market order imbalances before the opening and/or the dissemination of MOC
imbalances prior to the close, as soon as practicable after 3:40 p.m.

The high-capitalized stock list consists of the fifty most highly capitalized stocks in the S&P 500 Index, plus
any Major Market Index stocks not included among those fifty stocks. The mid-capitalized stock list consists
of the ten most highly capitalized stocks in the S&P MidCap 400 Index. The special stock list applicable to
December 31, 1996 which integrates both of these lists is attached for your reference.

MANDATORY QUARTERLY INDEX EXPIRATION DAY PROCEDURES

In summary, in relation to the close, stocks on both the high-capitalized stock list and the mid-capitalized
stock list, referred to jointly as the integrated stock list, must follow procedures related to the publication
of MOC imbalances as soon as practicable after the cutoff time of 3:40 p.m. Also, pursuant to Information
Memo 95-21, any stock being dropped from or added to an index must publish an MOC status as soon as
practicable after 3:40 p.m., as may any stock with Floor Official approval.

Complete discussion of auxiliary opening procedures and procedures for handling market-on-close (MOC)
orders on expiration days appears in Information Memo 96-34, which was published on November 8, 1996.

If you have any questions, you may direct them to David Fisch (212) 656-6769 or Carol Krusik (212)
656-4597.

Robert J. McSweeney

Senior Vice President

                               

Attachments
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Quarterly Index Expiration Integrated Stock List - December 31, 1996

       ABT         ABBOTT LABORATORIES

       *AFL        AFLAC INC.

       AHP         AMERICAN HOME PRODUCTS CORPORATION

       AIG         AMERICAN INTERNATIONAL GROUP INC.

       AIT         AMERITECH CORP.

       *ALL        ALLSTATE CORP.

       AN          AMOCO CORPORATION

       AXP         AMERICAN EXPRESS COMPANY

       BA          BOEING COMPANY

       BAC         BANKAMERICA CORPORATION

       BEL         BELL ATLANTIC CORPORATION

       BEN         FRANKLIN RESOURCES INC.

       BLS         BELLSOUTH CORPORATION

       BMY         BRISTOL MYERS SQUIBB COMPANY

       *C          CHRYSLER CORPORATION
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       CAH         CARDINAL HEALTH INC.

       CCE         COCA-COLA ENTERPRISES INC.

       CCI         CITICORP

       CHV         CHEVRON CORPORATION

       CMB         CHASE MANHATTAN CORP.

       COL         COLUMBIA HEALTHCARE CORP.

       DD          DU PONT COMPANY

       DIS         WALT DISNEY COMPANY

       DOW         DOW CHEMICAL COMPANY

       *EFX        EQUIFAX INC.

       EK          EASTMAN KODAK COMPANY

       F           FORD MOTOR COMPANY

       FNM         FEDERAL NATIONAL MORTGAGE ASSOCIATION

       G           GILLETTE COMPANY

       GE          GENERAL ELECTRIC COMPANY

       GM          GENERAL MOTORS CORPORATION
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       GTE         GTE CORPORATION

       HRC         HEALTHSOUTH CORPORATION

       HWP         HEWLETT-PACKARD COMPANY

       IBM         INTERNATIONAL BUSINESS MACHINES CORP.

       IP          INTERNATIONAL PAPER COMPANY

       JNJ         JOHNSON AND JOHNSON

       KMB         KIMBERLY CLARK CORP.

       KO          COCA-COLA COMPANY

       LLY         ELI LILLY AND COMPANY

       *LU         LUCENT TECHNOLOGIES INC.

       MCD         MCDONALDS CORPORATION

       MMM         MINNESOTA MINING AND MANUFACTURING

       MO          PHILIP MORRIS COS. INC.

       MOB         MOBIL CORPORATION

       MOT         MOTOROLA INC.

       MRK         MERCK AND COMPANY INC.
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       NB          NATIONSBANK CORP.

       PG          PROCTER AND GAMBLE COMPANY

       PEP         PEPSICO INC.

       PFE         PFIZER INC.

       RD          ROYAL DUTCH PETROLEUM COMPANY

       S           SEARS ROEBUCK COMPANY

       *SAI        SUNAMERICA, INC.

       SBC         SOUTHWESTERN BELL CORPORATION

       SCH         CHARLES SCHWAB CORP.

       STT         STATE STREET BOSTON CORP.

       T           AMERICAN TELEPHONE AND TELEGRAPH

       TMO         THERMO ELECTRON CORP.

       *TRV        TRAVELERS GROUP INC.

       TX          TEXACO INC.

       UN          UNILEVER N.V.

       WMT         WAL-MART STORES INC.
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       XON         EXXON CORPORATION

This list integrates the high-capitalized stock list, the 50 most highly capitalized stocks, in the S&P 500 Index
plus any Major Market Index stocks not included among those 50 stocks and the mid-capitalized stock list
which consists of the 10 most highly capitalized stocks of the S&P Midcap 400 Index, based on market values
as of December 9, 1996. The indicated (*) stocks have been added to the list since the last QIX trade date.
FRO, HD, MIR, PNU, SGP and WFC have been deleted.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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December 16, 1996

  

Market Surveillance

 TO: Members and Member Organizations

SUBJECT: Tax Switching Transactions

The following is a reminder to members and member organizations that riskless tax switching trades are
prohibited. Please note that this prohibition applies with equal force at openings and to bond transactions.

* * *

Transactions effected as described below are not permitted on the Floor of the Exchange and if discovered
will result in appropriate disciplinary action by the Exchange:

An Exchange member (“member A”), desiring to effect a tax switch of 1,000 shares of XYZ, approaches the
XYZ specialist and informs him of his wish to effect the tax switch at approximately the price of the current bid
or the current offer for XYZ. For purposes of this hypothetical example, assume that the current market for
XYZ is 35 3/8 bid for 2,000 shares with 1,500 shares offered at 35 5/8, both representing limit orders entered
on the XYZ specialist's book. The XYZ specialist agrees to handle member A's purchase and sale tax switch
orders as agent, undertaking to execute those orders against market orders or other orders seeking execution
at the current bid or ask prices. Assume that another member (“member B”) subsequently approaches the
XYZ specialist with an order to sell (assuming for the sake of simplicity an order to sell 1,000 shares of XYZ at
the market), and is willing to effect the sale at the current bid of 35 3/8. The specialist then effects member B's
sale at that price, informing member B, for clearing purposes, that he has sold to member A.

Simultaneously, the specialist effects, as agent, a second trade of 1,000 shares of XYZ for member A with
the order or orders on his book, giving up, for clearing purposes, member A as the seller and, as the buyer
or buyers, the broker or brokers whose orders he represents; in terms of time priority of their receipt, the first

1,000 shares on his book at the bid price of 35 3/8. 1 

Only one of the two 1,000-share transactions in XYZ would be reported for inclusion in the consolidated
transactions reporting system.

The Exchange has concluded that transactions effected in the foregoing manner are not consistent with
Exchange Rule 78, which prohibits pre-arranged trades, and should not take place.

* * *

No problems would seem to arise under Exchange Rules and procedures if the switching transaction
was effected at the risk of the market. Such would be the case if the transaction was not pre-arranged
or guaranteed in any fashion. There should be two independent transactions.—a purchase and sale, or
vice versa, but the price of each should be independently established. At the time of the first transaction
there should be no guarantee or assurance of the price of the second. The period of time between the two
transactions would not of itself determine whether or not the switching had been effected at the risk of the
market. Similarly, the entry of buy and sell orders to switch positions between accounts having the same
beneficial ownership, absent instructions not to cross those orders with each other, may result in a “wash”
transaction, which is prohibited. Further, the sending of a buy and sell order for the same beneficial owner
through the Opening Automated Report System (OARS) to effect a tax switch transaction on the opening,
or through our Designated Order Turnaround System (DOT) to effect a tax switch transaction at the close is
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not permissible. Any use of either system, or either Cross Session, to effect the above described riskless or
“wash” transaction is prohibited.

It should be noted, that the purpose of this memorandum is to clarify Exchange rules and procedures only.
It is not to be construed as describing the tax consequences of any transaction under the Internal Revenue
Code or state law. Contact your tax adviser for the appropriate advice.

Questions regarding this matter should be directed to Mr. Arnold Kotler at (212) 656-6543 or Mr. John
Gregoretti at (212) 656-6791.

Robert J. McSweeney

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Had the first independent order to arrive at the post been a market order to buy rather than an order to
sell, the tax switch would have been effected at the offer price.
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December 16, 1996

  

Market Surveillance

 TO: All Members and Member Organizations

SUBJECT: Last Trade Date for “Regular Way” Settlement in 1996

The last day on which “regular way” transactions may be made for settlement this calendar year in stocks and
bonds, other than U.S. Government obligations, is Thursday, December 26th.

Beginning December 27, 1996 until December 31, 1996, orders in stocks for accounts which are willing to
effect transactions on a “cash”, “next day” or “seller's option” basis should be so indicated. This policy relieves
the specialist from the responsibility of checking orders indicated solely “regular way” to ascertain whether
they are willing to participate on a “nonregular way” basis during that period.

A Floor Official's approval is not required from December 27-31, 1996 for “nonregular way” trades, if the
execution price is no greater than one-quarter of a point away from the “regular way” bid or offer.

Inquiries with respect to this memorandum should be directed to Mr. Arnold Kotler at (212) 656-6543 or Mr.
John Gregoretti at (212) 656-6791.

Robert J. McSweeney

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

1480

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P96-39%2909013e2c855b3248?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 96-40

Click to open document in a browser

December 13, 1996

  

Market Surveillance

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Special Stock Lists for December 20, 1996, Expiration Friday

December 20, 1996 is an expiration trade date.

An expiration day is a trading day prior to the expiration of index-related derivative products (futures, options
or options on futures), whose settlement pricing is based upon opening or closing prices on the Exchange, as
identified by a qualified clearing corporation (e.g., the Options Clearing Corporation).

SPECIAL STOCK LISTS

The Exchange has identified certain stocks which will, on expiration days, follow mandatory procedures
related to the dissemination of market order imbalances before the opening and/or the dissemination of MOC
imbalances prior to the close, as soon as practicable after 3:40 p.m.

The high-capitalized stock list consists of the fifty most highly capitalized stocks in the S&P 500 Index, plus
any Major Market Index stocks not included among those fifty stocks. The mid-capitalized stock list consists
of the ten most highly capitalized stocks in the S&P MidCap 400 Index. The special stock lists applicable to
December 20, 1996 are attached for your reference.

MANDATORY EXPIRATION DAY PROCEDURES

In summary, in relation to the opening, stocks on the high-capitalized stock list and mid-capitalized stock list
must follow procedures related to the publication of market order imbalances at the appointed time, 9:00 a.m.
In relation to the close, only the stocks on the high-capitalized stock list must follow procedures related to the
publication of MOC imbalances as soon as practicable after the MOC cutoff time of 3:40 p.m. Also, pursuant
to Information Memo 95-21, any stock being dropped from or added to an index must publish an MOC status
as soon as practicable after 3:40 p.m., as may any stock with Floor Official approval.

Complete discussion of auxiliary opening procedures and procedures for handling market-on-close (MOC)
orders on expiration days appears in Information Memo 96-34, which was published on November 8, 1996.

If you have any questions, you may direct them to David Fisch (212) 656-6769 or Carol Krusik (212)
656-4597.

Robert J. McSweeney

Senior Vice President

                             

Attachments
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High Capitalized Stock List - December 20, 1996, Expiration Friday

      ABT           ABBOTT LABORATORIES

      AHP           AMERICAN HOME PRODUCTS CORPORATION

      AIG           AMERICAN INTERNATIONAL GROUP INC.

      AIT           AMERITECH CORP.

      ALL           ALLSTATE CORP.

      AN            AMOCO CORPORATION

      AXP           AMERICAN EXPRESS COMPANY

      BA            BOEING COMPANY

      BAC           BANKAMERICA CORPORATION

      BEL           BELL ATLANTIC CORPORATION

      BLS           BELLSOUTH CORPORATION

      BMY           BRISTOL MYERS SQUIBB COMPANY

      *C            CHRYSLER CORPORATION

      CCI           CITICORP
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      CHV           CHEVRON CORPORATION

      CMB           CHASE MANHATTAN CORP.

      *COL          COLUMBIA HEALTHCARE CORP.

      DD            DU PONT COMPANY

      DIS           WALT DISNEY COMPANY

      DOW           DOW CHEMICAL COMPANY

      EK            EASTMAN KODAK COMPANY

      F             FORD MOTOR COMPANY

      FNM           FEDERAL NATIONAL MORTGAGE ASSOCIATION

      G             GILLETTE COMPANY

      GE            GENERAL ELECTRIC COMPANY

      GM            GENERAL MOTORS CORPORATION

      GTE           GTE CORPORATION

      HWP           HEWLETT-PACKARD COMPANY

      IBM           INTERNATIONAL BUSINESS MACHINES CORP.

      IP            INTERNATIONAL PAPER COMPANY

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

1483

http://researchhelp.cch.com/License_Agreement.htm


      JNJ           JOHNSON AND JOHNSON

      KMB           KIMBERLY CLARK CORP.

      KO            COCA-COLA COMPANY

      LLY           ELI LILLY AND COMPANY

      LU            ELI LILLY AND COMPANY

      MCD           MCDONALDS CORPORATION

      MMM           MINNESOTA MINING AND MANUFACTURING

      MO            PHILIP MORRIS COS. INC.

      MOB           MOBIL CORPORATION

      MOT           MOTOROLA INC.

      MRK           MERCK AND COMPANY INC.

      NB            NATIONSBANK CORP.

      PG            PROCTER AND GAMBLE COMPANY

      PEP           PEPSICO INC.

      PFE           PFIZER INC.

      RD            ROYAL DUTCH PETROLEUM COMPANY
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      S             SEARS ROEBUCK AND CO.

      SBC           SOUTHWESTERN BELL CORPORATION

      T             AMERICAN TELEPHONE AND TELEGRAPH

      TRV           TRAVELERS GROUP INC.

      TX            TEXACO INC.

      UN            UNILEVER NV

      WMT           WAL-MART STORES INC.

      XON           EXXON CORPORATION

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of December 9, 1996
and the 20 Major Market Index stocks. The indicated (*) stocks have been added to the list. HD and WFC
have been deleted.

   

Mid-Capitalized Stock List - December 20, 1996, Expiration Friday

     AFL           AFLAC Inc.

     BEN           Franklin Resources Inc.

     CAH           Cardinal Health Inc.

     CCE           Coca-Cola Enterprises Inc.

     EFX           Equifax Inc.
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     HRC           HEALTHSOUTH Corporation

     *SAI          SUNAMERICA INC.

     *SCH          CHARLES SCHWAB CORP.

     STT           State Street Boston Corp.

     TMO           Thermo Electron Corp.

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of December
9, 1996. The indicated (*) stocks have been added to the list. FRO and PGR have been deleted.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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December 9, 1996

  

Member Firm Regulation

 TO: Members and Member Organizations

ATTENTION: Chief Financial Officers

SUBJECT: 1997 SIPC Assessment

In its continuing efforts to reduce administrative burdens imposed on our member organizations, the
Exchange has renewed its earlier arrangement with the Securities Investor Protection Corporation (SIPC) for
collecting the 1997 $150 SIPC assessment through our member billing system.

Current SIPC members assigned by the SEC to the Exchange as of November 30, 1996 will be billed for their
1997 assessment and will be subject to the following procedures:

1. On the December 1996 NYSE billing statement (received by you in January), the SIPC amount will be
identified as “1997 SIPC Assessment - $150”.

2. Those SIPC members being billed on the above statement will not be required to file the 1997 General
Assessment Payment Form (Form SIPC-4)

3. You do not have to draw a separate check for your 1997 assessment. It should be included as part of
your regular remittance to the Exchange. The Exchange will deposit the applicable funds in the SIPC Trust
Account as directed under the SIPC Collection Agent's responsibilities.

Though this procedure has relieved the SIPC members of the time expended in filing an extra form and,
generally an extra check, you are nevertheless reminded that failure to pay the assessment may preclude a
SIPC member, under Section 14(a) of the Securities Investor Protection Act, from engaging in business as a
broker/dealer.

Telephone or written inquiries relating to your assessment payments should be directed to Luisa Elias (212)
656-6459.

All other SIPC inquiries or questions should be directed to Paul Bigelow (212) 656-3092.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
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December 5, 1996

  

Market Surveillance

 PLEASE ROUTE TO COMPLIANCE, OPERATIONS AND TRADING DEPARTMENTS

TO: Members and Member Organizations

SUBJECT: New Audit Trail Identifiers

The Exchange is instituting ten new audit trail identification codes to further enhance the NYSE's audit trail.
The new codes, as well as existing codes, are attached to this memo as Exhibit A.

The Exchange added four new codes which identify short exempt trades and three new codes which identify
the short exempt trades of a competing market-maker in an NYSE-list security. These new codes will
enhance the Exchange's ability to identify violations of SEC Rule 10a-1 and Exchange Rule 440B, which
prohibit short selling under specified circumstances. Also being added are three new codes which identify
trades for the account of a competing market-maker in an NYSE-listed security.

The new codes are:

• E.—short exempt transaction for the proprietary account of the clearing member organization or an affiliated
member/member organization

• F.—short exempt transaction for the proprietary account of an unaffiliated member/organization, including
any other self-clearing member organization

• H.—short exempt transaction for the account of an individual investor

• B.—short exempt transaction for other agency customer accounts

• L.—short exempt transaction for the account of a competing market-maker that is affiliated with the clearing
member organization

• X.—short exempt transaction for the account of an unaffiliated member's competing market-maker

• Z.—short exempt transaction for the account of a non-member competing market-maker

• O.—proprietary transactions for a competing market-maker that is affiliated with the clearing member

• T.—transactions for the account of an unaffiliated member's competing market-maker

• R.—transactions for the account of a non-member competing market-maker

Members and member organizations may use the new codes immediately. Use of the new account
identification codes will be mandatory March 3, 1997.

Questions concerning any matters discussed in this information Memo may be addressed to David Fisch
(212) 656-6769 or Carol Krusik (212) 656-4597.

Robert J. McSweeney

Senior Vice President

Exhibit A

ACCOUNT IDENTIFICATION CODES
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Additions Underlined.

                                                                         

Competing

                   

Program     Program                                    Market

                    

Trade       Trade       All    Competing              Maker

                    

Index       Non-Index  Other    Market       Short    Short

                   

Arbitrage   Arbitrage   Orders   Maker       Exempt   Exempt

Member/member      D           C           P       

O            E        L

Organization:

Proprietary

(Submitted by

the clearing
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member

organization for

the proprietary

account of the

clearing

member

organization or

an affiliated

member or

member

organization .—

As agent for

other member

.—Submitted by    M           N           W       

T            F        X

the clearing
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member

organization for

the proprietary

account of an

unaffiliated

member or

member

organization

(including other

clearing firms)

Customer:

.—Individual      J           K           I       -            

H        -

investor

.—Other           U           Y           A       

R            B        Z
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Agency:

any other

customer

(including

institutions,

non-member

broker/dealers

and managed

accounts)

DEFINITIONS

Member/Member Organization, Proprietary: a clearing member organization submitting audit trail data for its
own proprietary account or the account of an affiliated member/member organization.

Member/Member Organization, As Agent for Another Member/Member Organization's Proprietary Account: a
clearing member organization submitting audit trail data for the proprietary account of an unaffiliated member
or member organization.

Program Trade, Index Arbitrage: the purchase or sale of “baskets” or groups of stocks in conjunction with the
intended purchase or sale of one or more cash-settled options or futures contracts in an attempt to profit by
the price difference, as defined in Rule 80A.

Program Trade, non-Index Arbitrage: a trading strategy involving the related purchase or sale of a group of 15
or more stocks having a total market value of $1 million or more, as defined in Rule 80A.

Competing Market-Maker: any person acting as a market-maker, as defined in Section 3(a)(38) of the
Securities Exchange Act of 1934, in a New York Stock Exchange traded security. A person acting solely in
the capacity of a block positioner would not be considered to be a competing market-maker.

Proprietary, Competing Market-Maker: a member or member organization trading for its own competing
market-maker account

As Agent for Other Member, Competing Market-Maker: a member or member organization trading as agent
for another member's competing market-maker account.
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Other Agency, Competing Market-Maker: a member or member organization trading as agent for the account
of a non-member competing market-maker.

Individual (80A): an account for an individual as defined by Rule 80A.

Other Agency: any other non-member or non-member organization.

Short Exempt: short sale transactions that are exempt from the provisions of SEC Rule 10a-1 or Exchange
Rule 440B pursuant to an applicable provision of paragraph (e) of Rule 10a-1.¦

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Content contained herein.
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November 11, 1996

  

Member Firm Regulation

 PLEASE ROUTE TO TRAINING, COMPLIANCE/LEGAL AND REGISTRATION DEPARTMENTS.

TO: Members and Member Organizations

ATTENTION: Managing Partners/Chief Executive Officers/Branch Managers and Training and Human
Resources Directors

SUBJECT: Continuing Education Status Report

In February of 1995, the Securities and Exchange Commission approved rules of the Exchange and six other
securities self-regulatory organizations establishing a formal, two-part, industry-wide continuing education

program. 1   The Securities Industry Continuing Education Program, is composed of a Regulatory Element
and Firm Element. The Regulatory Element requires all registered persons periodically to complete a
computer-based training program on compliance, ethical, sales practice, and regulatory matters. The Firm
Element requires members and member organizations to provide ongoing training specifically tailored to their
business.

The Exchange believes that continuing education of securities industry professionals should be one of
the industry's highest priorities, in order to promote a high level of competence and professionalism in our
industry. As such, members and member organizations should recognize the importance of devoting the
resources required to derive maximum benefits from the mandatory continuing education program. The
following updated materials, which will provide information about the Securities Industry Continuing Education
Program, are attached: Status Report on the Continuing Education Program, Questions and Answers
Regarding the Program, the Content Outline for Regulatory Element, and the Guidelines for Firm Element
Training.

Questions about the continuing education program should be directed to Christopher F. Meyer at (212)
656-2156.

Salvatore Pallante

Senior Vice President

Attachments

Status Report On The Securities Industry Continuing Education Program

The Securities Industry/Regulatory Council on Continuing Education (Council) is comprised of 13 industries

and six self-regulatory organization (SRO) representatives. 1   Industry representatives serve three-year
terms an are selected through a nominating committee process designated to maintain representation from
a broad cross section of firms. The Council also benefits from the contributions of liaison personnel from the
Securities and Exchange Commission (SEC) and the North American Securities Administrators Association
(NASAA).

The Council's purpose is to facilitate industry/regulatory coordination of the administration and future
development of the Securities Industry Continuing Education Program (Program). The Program was created
in February 1995 when SEC approved SRO rules which became effective July 1, 1995. The SRO rules were
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the result of cooperative effort by the industry and its regulators. The rules stipulate a Regulatory Element
and a Firm Element as the two components of the Program. The Council recommends and helps develop
specific content and questions for the Regulatory Element, and minimum core curricula for the Firm Element.
Another Council role is to monitor the progress of the Program and to periodically prepare status reports to
the industry.

The Regulatory Element

The Regulatory Element of the Program requires all persons who are registered 10 years or less and those
who have been the subject of a serious disciplinary action regardless of how long they have been registered,
to participate in periodic computer-based training sessions dealing with industry rules and regulations.
The attached Content Outline or The Regulatory Element provides the scope of coverage contained in the
computer-based training.

The content of the Regulatory Element was initially determined by an industry committee representing a
diverse range of broker-dealers, in conjunction with the Council, industry regulatory agencies, and SROs.
In late 1995, the Council established two Regulatory Element Content Committees (Content Committees)
to carry on the tasks of ensuring that the Regulatory Element training addressed current industry issues.
The Content Committees comprise management, compliance, sales, and marketing executives from a cross
section of industry firms, as well as SRO, state regulatory, an SEC staff members. The Content Committees,
coordinated by the New York Stock Exchange, develop new training scenarios for the Regulatory Element.
The first new material was introduced to the computer-based training sessions October 1. New material is
scheduled to be introduced every quarter.

The Council and its Regulatory Element Committee have also taken initial steps to develop special computer-
based training for registered supervisors. Regulatory Element training for those in the industry who undertake
this important function is planned to be available in 1997. Over time, the Council hopes to introduce specific
computer-based Regulatory Element training to other distinct groups of securities registrations, as contrasted
to the “one-size-fits-all” approach in use at this time.

Since July 1, 1995 and through September 30, 1996, over 100,000 Regulatory Element training sessions
have been administered mainly in the United States. In March 1996 the current network of 55 NASD
Regulation PROCTOR Centers was acquired by Sylvan Learning Centers, Inc. The number of Sylvan
Technology Center locations will be increased to 125 by March 1, 1997, and to 250 by March 1, 1998. NASD
Regulation will continue to offer its Mobile PROCTOR facilities to industry firms in the U.S. and in London,
England where it has been administering Regulatory Element sessions to registered persons in England,
Scotland, and Wales since August 1996. Sylvan plans to make available many of its sites outside the U.S. for
Regulatory Element training beginning in 1997.

The Firm Element

The Firm Element requires broker/dealers to keep their employees up to date on job-and product-related
subjects by means of a formal, ongoing continuing education process. The Firm Element requires serious
preparation and Implementation. Every firm must annually assess its continuing education needs in
consideration of the firm's size, structure, and scope of business. The firm must then establish and execute a
formal training plan to address its continuing education needs.

The Firm Element has been implemented in two stages. Firms were required to have completed their initial
continuing education and training needs analysis, and their formal training plans by July 1, 1995. Firms could
begin to implement their plans any time after July 1, 1995 but no later than January 1, 1996. As expected,
many commercial training providers and industry associations stepped forward to assist securities firms.
For its part, NASD Regulation prepared software (the Training Analysis and Planning Tool versions 1.0 and
2.0) to help firms undertake their needs analysis, prepare their plan, track its progress, and identify training
providers.
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The Council and its Firm Element Committee have been closely following the various ways in which industry
firms have addressed the Firm Element. The Council hosted several focus groups of industry firms to hear
first-hand how firms were complying with the Firm Element. In response to the many questions and concerns
about the Firm Element which have been expressed by firms since the inception of the Program and to
assist firms as they undertake preparation of their 1997 plans, the Firm Element Committee has revised the
Guidelines For Firm Element Training, which are included with this report. The Firm Element Committee has
plans to issue examples of Firm Element practices which will illustrate successful ways particular firms have
complied with the Firm Element. The Firm Element Committee will also comment on these plans and provide
constructive suggestions on how they could be improved.

What Lies Ahead

The success of the Securities Industry Continuing Education Program, which is so important to the
competence and professionalism of our industry, and ultimately, to the investing public, requires continuous
cooperation by all in the securities industry. Industry members are encouraged to become involved with the
future of the Program by communicating their observations and ideas on continuing education to members of
the Council.

Therese M. Haberle

Securities Industry/Regulatory

Council On Continuing Education

Senior Vice President, Chief

Compliance Officer

Charles Schwab & Co., Inc.

Members Of The Securities Industry/Regulatory Council On Continuing Education
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Questions And Answers Regarding The Securities Industry Continuing Education Program

Background And General Description

1.Q. What is the Securities Industry/Regulatory (Council on Continuing Education (Council) and what
role does it play?

A. The Council consists of representatives from six self-regulatory organizations (SROs) 1   and at least nine
but not more than fifteen industry representatives. The industry representatives serve three-year terms and
are selected through a nominating committee process designed to maintain representation from a broad
cross section of firms. The Council also benefits from guidance and input from liaison personnel from the
Securities and Exchange Commission (SEC) and the North America Securities Administrators Association
(NASAA), Its purpose is to facilitate cooperative industry/regulatory coordination of the administration and
future development of the program in keeping with applicable SRO rules and changing industry needs over
time. Its roles include recommending and helping develop specific content and questions for the Regulatory
Element and minimum core curricula for the Firm Element as well as developing and updating information
about the Program for industry-wide dissemination.

2.Q. Does the Council have authority to enforce requirements of the Continuing Education Program
(Program,); i.e., to require firms to transmit specific information or carry out training in specific
areas?

A. No. Council may be called upon to offer recommendations and insights as to areas of regulatory emphasis,
interpretations, or future rule modifications. However, examination and enforcement authority rests with the
SROs.

3.Q. Why does the Continuing Education Program consist of two elements?
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A. The two-element structure reflects the need for a uniform industry-wide program which also recognizes
widely divergent firm and individual training needs. A program incorporating only material broadly applicable
to all registered persons could achieve uniformity, but would fail to address the wide and varying range of
topics appropriate for specific firms and individuals- especially with respect to product-oriented training.
Hence, the program was designated with two distinct elements. The Regulatory Element incorporates uniform
coverage, delivery, and record-keeping for regulatory compliance, ethical and supervisory subjects important
to a wide range of registered person. The Firm Element requires firms to annually evaluate their own training
needs, devise a written training plan, and conduct training accordingly with the flexibility to use a wide variety
of material, sources, and delivery methods.

Regulatory Element

The Regulatory Element- Who Is Required To Participate?

4.Q. Who is covered by the Regulatory Element?

A. Each person registered for 10 years or less is covered by the Regulatory Element and must take the
regulatory computer-based training within 120 calendar days after the second, fifth, and tenth anniversaries
of his or her initial registration date. In addition, registered persons who have been the subject of a significant
disciplinary action during the last 10 years (from July 1, 1995) or become subject to a significant disciplinary
action after that date, are subject to the Regulatory Element requirements. See the Significant Disciplinary
Action section below, for more information.

5.Q. What is the initial registration date?

A. The initial registration date is the first date a person became registered with an SRO, regardless of the
registrations the person acquired after his or her initial registration. The initial registration date is the date
the person's registration was approved, not the date the person completed and passed the registration
qualification examination. For this Program, a person who has a gap greater than two years in his or her
registration history will have the initial registration date reset to the new date of approval following the
registration gap.

6.Q. What types of NASD and NYSE registrations are affected by the Program and the Regulatory
Element?

A. Those who hold the following registrations are subject to the Regulatory Element requirements:

   4    Registered Options Principal

   6    Investment Company

        Products/Variable Contracts Limited

        Representative

   7    General Securities Representative

   7    Securities Trader (NYSE)
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   7    Trading Supervisor (NYSE)

   7A   Floor Members Engaged in Public

        Business with Professional

        Customers (NYSE)

   7B   Floor Clerks of Members Engaged in

        Public Business with Professional

        Customers (NYSE)

   8    General Securities Sales Supervisor

   8    Branch Office Manager (NYSE)

   11   Assistant Representative- Order

        Processing

   12   General Securities Sales Supervisor

        (NYSE)

   13   Allied Member (NYSE)

   14   Compliance Official

   15   Foreign Currency Options
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   16   Supervisory Analyst (NYSE)

   17   Limited Registered Representative

        (United Kingdom)

   22   Direct Participation Programs Limited

        Representative

   24   General Securities Principal

   26   Investment Company

        Products/Variable Contracts Limited

        Principal

   27   Financial and Operations Principal

   28   Introducing Broker/Dealer Financial

        and Operations Principal

   37   Canada Module of the General

        Securities Representative

        Examination (Options not included)

   38   Canada Module of the General
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        Securities Representative

        Examination (Option not included)

   39   Direct Participation Programs Limited

        Principal

   47   Japan Module of the General

        Securities Representative

        Examination

   52   Municipal Securities Representative

   53   Municipal Securities Principal

   62   Corporate Securities Limited

        Representative

   -    Government Securities Principal

   -    Securities Lending Representative

        (NYSE)

   -    Securities Lending Supervisor

        (NYSE)
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Persons holding only a commodities registration with the National Futures Association or state investment
advisor registrations are not tracked by the Central Registration Depository (CRD) and are not included.

Persons registered with the NASD solely as Foreign Associates are not subject to the Regulatory Element.

Persons approved by the NYSE solely as an officer of a member or member organization, or with the sole
status of approved person, are not subject to the Regulatory Element.

7.Q. What if an individual has multiple registrations obtained in different years, such as a Series
6 in 1988 and a Series 7 in 1991? What date determines when that person must participate in the
Regulatory Element?

A. The date of the initial registration (1988) applies, provided that the person has remained continuously
registered since that time and has had no significant disciplinary action as described below.

8.Q. What if the above individual had a Series 65 State Investment Advisor registration in 1992
and a Series 6 in 1993? What date determines when that person must participate in the Regulatory
Element?

A. The date of the Series 6 registration (1993) is the determining date, provided that the person has remained
continuously registered since that time and has had no significant disciplinary action as described below. The
Series 65 State Investment Advisor registration does not cause a person to be covered by the Program.

9.Q. Certain municipal securities representatives and principals were registered with one or more
bank regulators pursuant to Municipal Securities Rulemaking Board (MSRB) rules before becoming
associated with a registered broker/dealer. What is their initial registration date and how do you
measure the period of their continuous registration?

A. The initial registration date is the date the person was first registered with the bank regulator. The period
of continuous registration begins with this date and includes the period of bank registration. Because the
CRD doe not contain the bank registration information, the CRD recognizes such persons as being registered
less than 10 years. However, if in combination with the bank registration, the person has been previously
registered for more than 10 years, and such person has no significant disciplinary history that makes
the person subject to the Regulatory Element, he or she is not required to meet any Regulatory Element
requirements. If a firm receives a Continuing Education Advisory Message for such a person, it should advise
its CRD Quality & Service Team in writing that the person has a registration history with a bank regulator. The
letter must include the amount of time registered before becoming associated with a registered broker/dealer
and the bank regulatory organization(s) with which the person was registered so that this information can be
verified with the bank regulator(s).

10.Q. What if a person's registration temporarily lapses?

A. If a person ceases to be registered for less than two years, he or she will maintain the original registration
date but will have to participate in any Regulatory Element program that he or she may have missed during
the lapsed period. For example, if a person's registration lapses at four and one-half years, and that person
wishes to reactivate at what would be his or her six-year anniversary, he or she must complete the fifth-year
Regulatory Element requirement before the registration can be reactivated.

11.Q. What if the person ceases to be registered for two or more years?

A. That person begins the entire registration process anew. That is, he or she must take the appropriate
qualification examination(s) and reenter the Regulatory Element at the beginning of a new 10-year cycle as if
entering the Program for the first time.

12.Q. What is the initial registration date of the person who was not registered for two or more years
and reentered the securities business by waiver rather than by examination?

A. For the purposes of this rule, the initial registration date of that person is the waiver approval date.

13.Q. Is anyone exempt from the Regulatory Element of the Program?
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A. Those who have been registered more than 10 years and who have not been the subject of a significant
disciplinary action during the most recent 10 years are exempt from the Regulatory Element. However,
if an individual incurs a significant disciplinary action at any time in the future, or is ordered by a state
securities regulator, an SRO, or the SEC to reenter the Regulatory Element, that person will be subject to the
Regulatory Element in a new 10-year cycle. Also exempt from the Regulatory Element are those registered
persons whose activities ar limited solely to the transaction of business with members or registered broker/
dealers on an exchange trading floor; persons approved by the NYSE, Inc. with the sole status of officer
of a member or member organization pursuant to he requirements of Exchange Rule 345(b); and persons
approved by the NYSE with the sole status of approved person.

14.Q. What is the rationale behind not requiring the Regulatory Element for an individual after 10
years?

A. Because information to be transmitted through the Regulatory Element is primarily of a compliance,
regulatory, ethical, and sales-practice nature, individuals registered for more than 10 years without a
significant disciplinary action presumably have adequately absorbed this material, and this understanding
should be reflected in their manner of doing business. In addition, all registered individuals who are covered
persons (see Question 48) will continue to be subject to the requirements of the Firm Element for as long as
they are considered “covered persons.”

Significant Disciplinary Actions

15.Q. What is a significant disciplinary action?

A. A significant disciplinary action occurs when a registered person:

•becomes subject to a statutory disqualification pursuant to the Securities Exchange Act of 1934. Such
disqualifications currently include bars, suspensions, and civil injunctions involving securities matters, any
felony convictions or misdemeanor conviction that involves investments or an investment-related business,
any fraud, false statements or omissions, wrongful taking of property, bribery, perjury, forgery, counterfeiting,
extortion, or a conspiracy to commit any of these offenses;

•becomes subject to suspension or is solely or jointly and severally subject to the imposition of a fine of
$5,000 or more for violating any provision of any securities law or regulation, or any agreement with, or rule
or standard of conduct of, any securities SRO, or as imposed by any such regulatory organization or SRO in
connection with a disciplinary proceeding; or

•is ordered to reenter the Regulatory Element as a section in a disciplinary action by any securities
governmental agency or securities SRO.

16.Q. How does the imposition of a significant disciplinary action affect a person's status in the
Regulatory Element?

A. A significant disciplinary action resets the clock for an individual who is already covered by, or who has
previously met the requirements of, the Regulatory Element. Forty-five days after a disciplinary decision is
issued, it becomes final. The 46th day becomes the new effective date and the individual has 120 days from
the effective date to complete the first of four Regulatory Element computer-based training sessions. The
individual must successfully complete the three additional Regulatory Element sessions within 120 days after
the second, fifth, and tenth anniversaries of the effective date associated with that disciplinary action.

17.Q. How will a final significant disciplinary action that is under appeal affect a person's Regulatory
Element requirement status?

A. If an appeal is filed, the Regulatory Element requirement associated with that disciplinary action will be
suspended and the individual will retain the Regulatory Element status he or she had before the appeal.
If the significant disciplinary action is sustained on appeal, the effective date would become the 46th day
after the action was sustained. The person will then have 120 days from the date in which to complete a
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Regulatory Element computer-based training session. Additionally, the person must complete Regulatory
Element sessions within 120 days of the second, fifth, and tenth anniversaries of the effective date associated
with the significant disciplinary action.

18.Q. What about those individuals with significant disciplinary actions in their records within the 10
years before July 1, 1995?

A. Individuals with significant disciplinary actions in their records within the 10 years before July 1, 1995, are
subject to the Regulatory Element requirements. The effective date of the significant disciplinary action is
the base date from which anniversary requirements are calculated and the person is required to satisfy all
requirements from anniversaries occurring on or after July 1, 1995.

For example, if a person registered for 15 years was the subject of a final significant disciplinary action dates
August 14, 1992, that person is required to reenter the Regulatory Element. The effective date of the action
is September 29, 1992, and anniversaries are calculated from that date. Because the Program rules were
not effective until July 1, 1995, this person will only have to take Regulatory Element computer-based training
sessions on the fifth (8/14/97) and tenth (8/14/02) anniversaries of the effective date.

Continuing Education Notifications And Reports issued by CRD To Firms

19.Q. What types of notifications and reports does CRD provide firms to help them track the status of
their registered employees subject to the Regulatory Element?

A. CRD issues Continuing Education Advisory Messages in the form of individual notifications and summary
reports.

Individual Notifications

•An Initial Notice is sent 30 days before a registered person's anniversary date to advise the firm of the
person's approaching registration or disciplinary anniversary, and to inform the person of the associated
Program requirement. The notification includes the beginning and ending dates of the 120-day window,
as well as notice of authorization to schedule a training session for any available date in that window. The
person must then make an appointment and take take the computer-based training at any Sylvan Technology
Center before the end of the 120-day period. See Scheduling And Administration of Computer-Based Training
Sessions At Sylvan Technology Centers.

•A Second Notice is sent when only 30 days remain in the 120-day window. The notice advises the firm of
the individual's status and includes a reminder of the consequences of not complying with the Regulatory
Element requirements.

•A Notice of Session Completion is sent when the registered person satisfies the Regulatory Element
requirement by completing a computer-based training session, or by approved waiver (see below). If
applicable, the notification will indicate that the person completed all pending requirements of the Regulatory
Element.

•A Notice of Inactive Status is sent to inform the firm of any registered person who fails to complete the
Regulatory Element computer-based training within the required period that his or her registration is no longer
active and he or she may not perform, or be paid for, any activity that requires a securities registration. Such
persons must remain on inactive status until such time as they complete the required Regulatory Element
session.

Summary Reports

In the middle of each month, CRD sends firms summary status reports. The Requirement Summary report
shows registered persons who are in open 120-day windows, grouped as follows:

•persons who have begun their 120-day window;
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•persons who have 90 days remaining in their 120-day window;

•persons who have 60 days remaining in their 120-day window; or

•persons who have 30 days remaining in their 120-day window.

Firms must carefully review the names on the Requirement Summary to identify any individual for whom the
firm did not record or receive an Initial Notification. This will most often happen with individuals who have
been hired by a firm when they are in an open window, or who incur a significant disciplinary action and must
reenter the Regulatory Element. Significant disciplinary actions are often made known to the CRD after the
effective date of the action and an Initial Notification is not sent to the firm.

Other summary reports show registered persons who have:

•completed their requirement within the past 30 days (Completion Summary);

•had their registration changed to inactive within the past 30 days (Inactive Summary);

•remained inactive for more than 30 days (Previous Inactive Summary) or;

•had their registration status changed from inactive to another status within the past 30 days (Previously
Inactive/Satisfied Summary).

20.Q. If a person is registered with more than one firm, which firm or firms receive Advisory Messages
and Summary Reports for that person?

A. CRD sends Advisory Messages and Summary Reports to every firm where CRD shows the registered
person to have an open registration.

Note: Even though notification is provided by the CRD as a courtesy, the final responsibility to ensure timely
completion of the Regulatory Element requirement belongs to firms and registered persons themselves.

21.Q. What information about a person's Regulatory Element status will a prospective hiring firm have
access to?

A. A person's Regulatory Element status is accessible to a prospective hiring firm either by phone from
a CRD Quality & Service Team member or by using the Pre-Hire Function in FAQS. Thus, prospective
employing firms can determine if the person is in an open-window status, has satisfied or completed
the Regulatory Element requirements, or is inactive for failure to comply with the Regulatory Element
requirements. A person whose registration is inactive and who is hired by a new firm, can be approved by an
SRO, but the person must not engage in activity that requires a securities registration until he or she satisfies
the Regulatory Element requirement that led to the inactive status. Any person who remains inactive for more
than two years will have to requalify for registration by examination and will reenter a new 10-year Regulatory
Element cycle.

Waivers

22.Q. Is it possible for a person to have the Regulatory Element requirements waived?

A. While it is a rare occurrence, waivers may be granted only under the most extraordinary circumstances.

23.Q. How does a firm request a waiver from the Regulatory Element requirements?

A. A principal of the firm must make the request in writing and send the written waiver request to the firm's
CRD Quality & Service Team for a decision.

Scheduling And Administration Of Computer-Based Training Sessions At Sylvan
Technology Centers

24.Q. Where can a person take the computer-based training of the Regulatory Element and how long
will the training last?
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A. Sylvan Learning Centers, Inc., which has acquired the former NASD PROCTOR Certification and Training
Centers, delivers the computer-based training program in many of the Sylvan Technology Centers located
throughout the country. The current network of 55 former PROCTOR locations will increase to 125 by March
1, 1997, and to 250 locations by March 1, 1998. A participant will have up to three hours to complete the
training session. Persons with disabilities may be given additional time to complete the training if requested in
advance when making the training appointment. (See Question 30.)

NASD Regulation operates a Certification and Training Center in London, for the benefit of covered persons
located in England, Scotland, or Wales.

25.Q. How does a person make an appointment at a Sylvan Technology Center?

A. The person or the person's firm may make an appointment to take the Regulatory Element computer-
based training by calling the nearest Sylvan Technology Center or Sylvan's National Registration Center at
(800) 578-6273. For appointments in London, please phone (0171) 825 5515 in the U.K., or 44 171 825 5515
outside the U.K. When calling, be prepared to provide:

•the candidate's name and social security number;

•the firm's name; and

•a telephone number where Sylvan can reach the candidate or the candidate's firm.

Due to the many computer-based training sessions and qualification examinations administered at the Sylvan
Technology Centers, individuals are strongly encouraged to schedule their appointments as soon as possible
within their 120-day window.

26.Q. Can a firm request a Regulatory Element computer-based training session for registered person
who is not otherwise covered by the Regulatory Element requirements?

A. Yes. To request a computer-based training session for a registered person not otherwise covered by the
Regulatory Element, a firm submits a request through the Firm Access Query System (FASQ) using the
EXAM-REQ command, or sends page one of Form U-4 suing the “Other” line to request a session. The firm's
CRD account will be charged for the training session when the appointment is requested, rather than after the
session is taken.

27.Q. What does it cost to take the computer-based training at a Sylvan Technology Center and how
will firms be charged?

A. The cost is $75 for each computer-based training session taken at a Sylvan Technology Center and
is charged to the firm's CRD account. “No-shows” and those who cancel within 48 hours of a scheduled
appointment will be charged $75. If a firm requests a session for an employee who has not received a
notification from CRD that he or she is required to satisfy the Regulatory Element, the $75 will be deducted
from the firm's CRD account at the time the request is made, and not after the session is completed.

28.Q. If a person does not complete the Regulatory Element computer-based training within the
allotted time, how long must he or she wait before rescheduling another appointment?

A. If the Sylvan Technology Center schedule permits, an appointment may be made as early as the next
business day. To avoid going inactive for failing to satisfy the Regulatory Element training on the last day of
the 120-day window, it is important that registered persons do not wait until the last minute to schedule an
appointment. There will be another $75 charge for the rescheduled session.

29.Q. Can a person schedule or reschedule the Regulatory Element computer-based training after his
or her 120-day window closes?

A. Yes. A person who is required to satisfy the Regulatory Element computer-based training requirement
can schedule an appointment at a Sylvan Technology Center, up to two years after the close of his or her
120-day window. Remember, however, that the person whose 120-day window closes without satisfaction
of the Regulatory Element requirements will have his or her registration made inactive. This means that the
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person may not conduct, or be paid for, any activities that require a securities registration. Furthermore, a
person whose registration remains inactive for more than two years must requalify for his or her registration
by examination and begin a new 10-year Regulatory Element cycle.

30.Q. Are there any provisions to accommodate people with disabilities at the Sylvan Technology
Centers?

A. Yes. Persons with disabilities or their firms should make the Sylvan Technology Center aware of their
special needs when making the appointment.

31.Q. Are there any plans to enable delivery of the Regulatory Element computer-based training
internally at sites provided by member firms?

A. Presently, NASD Regulation utilizes its Mobile PROCTOR Center service to deliver the Regulatory
Element computer-based training to members who request on-site delivery. However, since a number of
member firms have expressed interest in being able to deliver the computer-based training using their own
facilities, this question is a matter of continuing study by the Council. Concerns include outside perception of
the effectiveness of a program with this feature, the security of the content material, and the integrity of the
process (i.e. positive identification of the person taking the training and verification of his or her independent
performance). The ultimate determination as to whether internal delivery can be made available to firms with
the technical capability to administer it under appropriately controlled conditions will depend to a large extent
on the development of technology to satisfy these concerns.

32.Q. How can a firm schedule delivery of the Regulatory Element computer-based training by a
Mobile PROCTOR Center and will the cost still be $75 a session?

A. The Mobile PROCTOR Center is scheduled by PROCTOR support personnel in Rockville, MD. The cost
of delivering the computer-based training by a Mobile PROCTOR Center is priced to cover actual expenses
incurred by the NASD Regulation staff to deliver the training. Therefore the overall cost is usually more than
$75 a session.

33.Q. How can a registered person who resides outside the United States satisfy his or her Regulatory
Element requirement?

A. Registered persons outside the United States are still subject to the requirements of the Regulatory
Element. With the exception of persons residing in England, Scotland, or Wales, who must use the NASD
Regulation London Training Center, persons outside the U.S. cannot currently receive the computer-
based training in a computerized and secure setting. These individuals may have their Regulatory Element
requirement postponed until facilities are available. Firms that receive Regulatory Element Advisory
Messages for registered person residing outside the United States, England, Scotland, or Wales should
request a deferral. A registered principal of the firm must make the request in writing and send it to the firm's
CRD Quality & Service Team. The letter should contain the person's name, social security or CRD number,
and the city and country in which the person lives. The CRD will defer that person's Regulatory Element
status and notify the firm when delivery of the computer-based training is available. Of course, any registered
person with a Regulatory Element deferral may satisfy his or her requirement at any Sylvan Technology
Center in the U.S. or the NASD Regulation London Training Center, and is encouraged to do so, should
circumstances permit.

NASD Regulation is actively pursuing a means of making the program available worldwide and expects to
announce an international program in 1997.

Subject Matter To Be Covered By The Regulatory Element

34.Q. What topics does the Regulatory Element computer-based training cover?

A. The Regulatory Element computer-based training covers topics of general applicability to all registered
persons in seven subject areas. The subject areas covered in each module are:
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•Registration and reporting;

•Communications with the public;

•Suitability;

•Handling customer accounts;

•Business conduct;

•Customer accounts, trade and settlement practices; and

•New and secondary offerings.

A Content Outline for the Regulatory Element is available from the CRD Quality & Service Teams or from the
NYSE.

35.Q. How is the training presented in each subject area?

A. Participants are led by an interactive computer program through “real-life” scenarios involving a registered
person. After reading the scenario, the participant is asked to choose the most appropriate response or
responses to questions concerning the facts in the scenario. The computer software assesses the individual's
understanding of the topic and delivers tutorials about the subject if necessary. As the person works through
each subject, the computer program provides immediate feedback about each response made.

36.Q. Is the Regulatory Element computer-based training the same for everyone?

A. Currently the overall content of each training session is the same for everyone because each person
taking the computer-based training must complete all seven subject areas. However, because there are
multiple scenarios in each of the seven subject areas and the scenarios are selected at random, it is
unlikely that any two people see exactly the same scenarios during the course of their computer-based
training session. Over time, the Council will amend its “one size fits all: approach to reflect differing jobs and
responsibilities among registered persons and supervisory versus non-supervisory roles.

37.Q. How should an individual prepare for the Regulatory Element?

A. The Regulatory Element computer-based training program is designed to transmit information broadly
applicable to all registered persons regardless of their job functions or registration status (such as Series 6
or Series 7). As such, it does not necessarily require advance preparation. The Regulatory Element training
focuses on compliance, regulatory, ethical, and sales-practice standards. Its content has been recommended
by a group of industry representatives, reviewed by the Council, and approved by the SROs. The Content
Outline For The Regulatory Element more fully explains the subject matter.

Feedback To Individuals And Firms About Performance On The Regulatory Element
Computer-Based Training

38.Q. Will the individual receive a grade or any other kind of feedback from the computer-based
Regulatory Element training?

A. The computer-based training is not graded. However, the interactive training provides immediate feedback
as the person works through the scenario questions. Also, as discussed above, the program administers a
remedial subject matter tutorials as the need arises.

39.Q. What type of feedback will firms receive about their employees?

A. Firms will receive aggregate feedback each quarter and annually about the performance of their
employees with respect to the subject areas in the Regulatory Element, provided at least two employees
have taken the training during the reporting period. Firms must use this feedback in the annual analysis of
their training needs and in the development of written training plans when complying with the Firm Element
requirements. SROs will also review aggregate firm feedback to determine subject areas that may not be
adequately covered in the firm programs.
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40.Q. Is each sitting for the computer-based training of the Regulatory Element recorded in CRD?

A. Yes.

Status Of Persons Who Fail To Comply With The Requirements Of The Regulatory Element

41.Q. What are the consequences of not complying with the Regulatory Element?

A. Any person who does not satisfy the Regulatory Element requirements will have his or her securities
registration made inactive. This means that he or she may not engage in, or be paid for, activities that require
a securities registration. For example, a General Securities Registered Representative (Series 7) may not
engage in any activities involving the solicitation and handling of securities transactions. Likewise, if a person
is registered solely as a Financial and Operations Principal, the person may neither act in the capacity of
Financial and Operations Principal nor receive compensation for activities requiring registration.

Thus, it is important to schedule Regulatory Element computer-based training appointments early in the 120-
day window in the unlikely event that the person does not complete the required training on the first attempt
and has to reschedule.

42.Q. If a registered salesperson is deemed inactive, may he or she continue to receive trail or
residual commission?

A. Yes. Trail or residual commissions that are permitted to be paid under applicable SRO rules for business
completed before the inactive period may be paid unless the person's firm has a policy prohibiting it.

43.Q. Must the firm submit a Form U-5 to report that a person's registration has been made inactive
for failure to meet the Regulatory Element requirements?

A. No. However, if the person is subsequently terminated by the firm for any reason including refusal to
comply with the Regulatory Element requirement, a Firm U-5 must be filed.

Firm Element

44.Q. Who is covered by the Firm Element?

A. The Firm Element requirements apply to all covered persons (registered salespersons, traders, sales
assistants, investment company shareholders servicing agents, investment bankers, and others who have
direct contact with customers in the conduct of a securities sales, trading, or investment banking business,
and their immediate supervisors) for as long as they are considered “covered persons.” The term “customer”
applies to retail, institutional, and investment banking customers, but does not apply to other broker/dealers.

45.Q. Can anyone be grandfathered or exempted?

A. No covered person is grandfathered or exempted from the Firm Element.

46.Q. Are branch managers and supervising principals covered persons within the Firm Element?

A. Yes, because they directly supervise salespersons. If a branch manager or supervising principal also has
customer accounts, then his or her immediate supervisor is a “covered person” as well.

47.Q. Does the Program require specialized Firm Element training for managers or supervisors?

A. While specialized training for managers and supervisors is not separately mandated, firms are expected to
emphasizes the importance of supervisory responsibilities imposed by industry laws and regulations. Thus,
when training managers and supervisors, firms should also include coverage of their own internal supervisory
policies, the effective use of internal monitoring or supervisory system, and the sources of information or
assistance available.

48.Q. Are registered research analysts covered persons within the Firm Element?

A. Yes, if they engage in sales-oriented presentations to customers.
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49.Q. Are registered sales assistants or registered investment company shareholder servicing agents,
who handle service calls from customers, covered persons within the Firm Element?

A. Yes, if their activities are deemed to be conducting a securities business in a sales context. Th fact that
the firm has decided to register such persons suggests that there is likely to be customer contact of the type
prescribed by the rules for them to be considered a covered person.

50.Q. What is the required schedule for the needs analysis and written training plan?

A. For most firms, the Firm Element will be a two-tier process. Each year, firms must complete an analysis
of their training needs and update or modify their annual written training plan accordingly. Because the plan
must cover training to be conducted during the following calendar or fiscal year and must take into account
matters such as budgeting, scheduling, and developing or securing the necessary educational materials, the
needs analysis must be conducted and the plan must be completed (and available for regulatory inspection)
by the end of each calendar or fiscal year. This does not suggest that work on either should be done only at
year-end; in fact, a firm's training program would be enhanced if work on both the needs analysis and the
updating or modification of the training plan progressed throughout the year.

51.Q. If a new needs analysis is done prior to completion of the training in a given year, won't some of
the same needs from the previous needs analysis show up in the new needs analysis?

A. Although firms may benefit from focusing on the needs analysis and the written training plan for the coming
year do not have to be completed until late in the calendar or fiscal year. Depending on the nature of the
training that has been conducted during the year, the potential for the same needs to show up again may be
minimized, or it may be necessary or beneficial to continue with additional or expanded training on the same
subjects as a part of the training plan for the coming year. This will depend on a number of factors, including
the perceived success of the training to date and whether the firm has changed or expanded its product mix
or scope of business to an extent that requires further training.

52.Q. When must training begin each year?

A. There is no single date on which training must begin. Firms must conduct training in keeping with their
written training plans at various times throughout the calendar or fiscal year depending on their own needs
and scheduling. For firms with limited products or small numbers of covered persons, it might be appropriate
and sufficient to conduct training on only one or two occasions during the year. The primary responsibility that
firms have is to ensure that coverage be adequate with information transmitted in a timely manner.

53.Q. If new training is added after completion of a specific year's training plan, must training
originally specified be completed?

A. No, not if the change is appropriate and in keeping with the firm's needs and changing circumstances. A
change would be logical if the new training improved on or superseded that originally planned, or if it were
deemed necessary because changed circumstances suggested new training priorities. The annual training
plan should be viewed as an evolving document that can be modified if circumstances warrant, and allows for
deviation if experience or unanticipated developments suggest that changes are appropriate.

54.Q. May insurance industry continuing education or training taken in conjunction with professional
designation programs such as Certified Financial Planner satisfy Firm Element requirements?

A. Participation in a program designed to meet the requirements of an educational or continuing education
program of another related industry, such as that required for insurance-licensed personnel, or of a
professional designation program in a field related to the securities industry may meets all or part of the
Firm Element requirements. Whether additional training is necessary for a specific individual will depend on
whether the coverage of the training received through the other program is consistent with the firm's needs
analysis and the scope of the individual's sales-related activities.

For example, if a covered person's sales-related activities were limited to insurance and insurance-related
securities, training received through insurance industry continuing education might be sufficient. On the other
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hand, of the individual also sold a wider range of securities products, participation in additional training would
probably be necessary. For individuals participating in the initial or on-going training related to a professional
designation program, a firm might determine that the material adequately covered subjects planned for its
own Firm Element training, or, if not, should require the individual to participate in portions of its own program.

If an external educational or continuing education program is used to meet an individual's Firm Element
training requirement, the firm must document the applicability of that program to the training plan.

55.Q. What should be the content of the Firm Element?

A. It will vary. Each firm is required to analyze and evaluate its training needs at least annually. The
firm's size, organizational structure, and scope of business, products and services, as well as regulatory
developments and the Regulatory Element performance of its registered persons, will all need to be
considered in determining training needs. Once its needs are identified, the firm will devise a written training
plan to address those needs with training programs appropriate to its business.

Each firm must then administer its continuing education program in accordance with its annual needs analysis
and written plan, and must maintain records documenting the content of the programs and completion of the
programs by covered persons.

56.Q. How should firms use the quarterly report on Regulatory Element performance in planning the
content of their Firm Element training programs?

A. The quarterly reports provided by the Program reflect the aggregate performance of the firm's covered
employees who participate in the Regulatory Element during the most recent quarter, rather than the
performance of specific individuals. Accordingly, the data may be of greater benefit to firms having a
significant number of employees participating in the Regulatory Element training than to firms with only
a few. The purpose of these data is simply to highlight areas of emphasis to firms whose personnel
show performance that is below industry average in a specific module. For example, if a firm's aggregate
performance is below industry average in the “New and Secondary Offerings” module, and the firm
participates in this type of business, it should evaluate the adequacy of coverage in this area in its Firm
Element training.

57.Q. Must a firm's needs analysis be documented in writing as a part of, or in addition to, its written
training plan?

A. Yes. The written training plan should describe the methodology a firm uses in conducting its needs
analysis. It should identify the factors considered by the firm, the kinds of information reviewed, and the
conclusions reached from the analysis. A needs analysis incorporating the above provides a critical basis for,
and linkage to, a firm's training plan.

The written plan, however, does not have to include duplications of records of source documents otherwise
reasonably available. It would be appropriate and helpful to include items such as samples of any formats
used in conducting surveys or past training evaluations, disclosures of areas or business units surveyed for
input, consideration of planned introductions of new products or services, assessments of the effectiveness of
past training efforts, and other documentation of specific consideration.

58.Q. Is there a fixed number of hours of continuing education that each “covered person” must take
in the Firm Element?

A. There are no set schedules or required number of hours prescribed in the SRO rules for the Firm Element,
but coverage must be sufficient to meet the criteria established by SRO rules. For example, it may not
be necessary to include every “covered person” within each calendar year if the firm can demonstrate a
reasonable allocation of resources in a well-conceived and executed plan. Firms may need to give priority for
specific time periods to those areas of their business in which the identified needs are greatest.
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59.Q. Must a firm make special provisions for employees newly hired from other firms in its Firm
Element training? For example, does a covered person hired in September need to receive training
already delivered earlier in the year?

A. While this would usually not be necessary, the answer depends on the individual's prior experience,
training, and areas of business. Firms may consider having an “orientation” period or program for registered
persons hired from other firms to familiarize them with their own policies, products, and expectations-and to
determine whether the new employees would benefit from additional training, including material previously
covered in the new firm's Firm Element training.

In general, firms will probably be better served by addressing their training needs in terms of products or
services offered by groups or categories of employees. In fact, appropriate training may vary widely between
individuals or groups. Exceptions or unique circumstances may apply to small or specialized firms or to
individuals with business limited to narrowly defined areas.

60.Q. How can firms obtain guidance on designing and implementing internal training plans and
programs to meet Firm Element requirements?

A. The Council has produced and will periodically update the Guidelines for Firm Element Training. The
Guidelines are not rules; they offer suggestions to help firms devise appropriate programs consistent
with their own unique needs, characteristics, and businesses. The Guidelines also address comments
and questions brought to the attention of the Council from sources throughout the industry, including the
observations of the SROs on their examination findings of firms' internal training plans and programs.

The Council plans to publish its comments on the needs analyses and training plans of member firms
selected to represent firms of various size and client orientation. The Council believes that his information will
help firms comply with the Firm Element requirements.

The Guidelines For Firm Element Training and, when available, the needs analysis/training plan publication
may be obtained from the SROs.

61.Q. May firms use training materials or presentations provided by outside entities? What sources
are available?

A. Training materials and presentations available through outside vendors may be used if they meet the
standards of the Firm Element and are appropriate for a firm's needs as determined in the needs analysis
process. Assistance and materials may also be available through SROs and industry trade and professional
associations. In any event, firms which elect to use materials or presentations provided by others have the
ultimate responsibility for the content and the adequacy of their overall programs and documentation.

62.Q. Will SROs or the Council preapprove training materials and/or programs developed by members
or providers?

A. Neither the SROs nor the Council pre-approve training materials or training programs. SROs will, however,
continue to communicate with members regarding the expectations for the content of training programs. Also,
as the program evolves, it is expected that some curricula content standards will be defined by the SROs for
products and services where heightened regulatory concern exists.

63.Q. Is the annual compliance meeting required under Rule 3010(a)(7) of the NASD Conduct Rules
(previously Article III, Section 27(a)(7) of the NASD Rules of Fair Practice) adequate to demonstrate
compliance with the requirements of the Firm Element?

A. Probably not. It can certainly be used as an occasion to transmit information or conduct training. However,
firms must address their own needs for sales practice and product training and carry out effective programs.
In most instances, a significant expansion of material otherwise covered at the annual compliance meeting
probably will be necessary. Also, it may be appropriate to conduct some training before waiting for scheduled
annual compliance meetings.
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64.Q. Must each “covered person” meet personally with his or her supervisor annually to determine
the training requirement for that person?

A. No. However, some firms may decide to meet to establish individual needs or to discuss training needs
during regular performance reviews.

65.Q. If a firm has internal training and education programs already in place, may they be used to
meet the Firm Element requirements?

A. Probably, at least in part. For firms with comprehensive ongoing training programs in place, the
requirements may be satisfied through additional recordkeeping, formalized documented planning, and the
incorporation of any minimum criteria specified by the SROs. It is likely, however, that most firms will need to
increase their education adn training efforts to meet the Program's requirements.

66.Q. If a firm prescribes that a particular covered person take part in the Firm Element training, must
the covered person do so?

A. Yes. The rules require firms to implement a training program and maintain records that clearly demonstrate
its content and its completion by each person or groups of persons identified in the firm's training plan. The
rules also requires covered persons to participate in training as prescribed by their firms. Failure to do so
could result in disciplinary action against the registered person by his or her firm or by regulatory authority.

67.Q. Can a firm arrange for a person to take the Regulatory Element computer-based training on a
voluntary basis or as part of an internal disciplinary action?

A. Yes. In addition to meeting the rule requirements, a firm may elect to use the Regulatory and/or Firm
Elements on a voluntary basis or as a sanction in its own internal disciplinary actions as it sees fit. To request
a special administration of the Regulatory Element, whether for internal disciplinary or other purposes, the
firm should submit a request through FASQ using the EXAMREQ command or send page one of Form U-4 to
its CRD Quality & Service Team using the “Other” line to request a session. The firm's CRD account will be
charged for the training session when the appointment is requested.

SROs may also prescribe th Regulatory Element or special training under the Firm Element for individuals or
firms as part of the sanctions or settlement terms in a formal disciplinary action.

The Program provides new flexibility to firms and regulatory organizations in taking both corrective and
preventive compliance actions.

68.Q. Must a firm develop supervisory procedures that address compliance with the Regulatory and
Firm Elements of the Program?

A. Yes. Firms must develop ten supervisory procedures designed to reasonably ensure compliance with
the SRO rules governing the Program. While standardized procedures are not mediated, firms should
consider, among other things:

•designating an appropriate principal to oversee compliance with the Program;

•ensuring no improper activities by persons with inactive registrations; and

•processes for developing and implementing Firm Element programs.

69.Q. What records will be needed to document training plans, programs, and presentations for
regulatory examinations?

A. Written training plans and other applicable documentation must be retained for regulatory examination
during routine sales practice examinations or upon request. Coverage in training presentations can be
documented by retaining copies of any written material used (i.e., texts, hand-outs, case studies, discussion
points, outlines, notes, or check-off sheets for items covered) and non-written material such as audio-visual
tapes. Such items may be retained with respect to a specific presentation or retained centrally and identified
as material used in multiple presentations. Unique materials or presentation methods can be documented
in descriptive memos. Various methods are acceptable so long as they provide readily accessible and
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reasonable evidence as to the material covered, with whom, by whom, and when. These records are required
to be maintained under SEC Rule 17a-4, which requires every broker or dealer to preserve records related
to the conduct of their business for a period of not less than three years, the first two years in an easily
accessible place.

70.Q. Are firms required to measure and document the effectiveness of their training programs? Will
this be expected in regulatory examinations?

A. While evaluation of the effectiveness of training is recognized as an inexact process, firms are required to
document the particulars of who was subject to what training, and when. To the extent that it can be done,
an evaluation of prior training programs and materials can be beneficial to firms in identifying appropriate
modifications to improve current programs and plan future programs. Methods used can range from
administering post-training tests to obtaining suggestions and feedback on programs, presentations, and
materials from participants and presenters as well as from comments or findings in periodic regulatory
examinations. Any good program ban benefit from a feedback mechanism to evaluate its effectiveness and
from efforts to learn from past experiences in order to identify needed modifications and enhancements.

71.Q. Will firms that are members of two or more SROs be subject to redundant inspections for
compliance with the continuing education requirements?

A. No. The SROs are coordinating their field inspection efforts to avoid unnecessary regulatory overlap
for joint members. The SROs have developed a consistent approach to examining and enforcing both the
Regulatory Element and the Firm Element requirements.

Content Outline For The Regulatory Element

Six self-regulatory organizations (SROs)-the American Stock Exchange, Inc.; the Chicago Board Options
Exchange, Inc.; the Municipal Securities Rulemaking Board; the National Association of Securities Dealers,
Inc.; the New York Stock Exchange, Inc.; and the Philadelphia Stock Exchange, Inc.- have enacted rules
establishing a continuing education program for the securities industry. The rules call for a formal, two-part
program, comprising a Firm Element and a Regulatory Element.

The Firm Element requires broker/dealers to keep employees up to date on job- and product-related subjects
by means of a formal ongoing training program. Each broker/dealer is required to establish a training process
meeting certain minimum criteria and standards. In developing and implementing the Firm Element, each
broker/dealer must take into consideration its size, structure, scope of business, and regulatory concerns.

The Regulatory Element requires all registered persons to participate in a prescribed computer-based training
session within 120 days of their second, fifth, and tenth registration anniversary dates. The Regulatory
Element is designed to transmit information broadly applicable to all registered persons. The content was
recommended by an industry committee representing a diverse range of broker/dealers, in conjunction with
the Securities

Industry/Regulatory Council on Continuing Education, industry regulatory agencies, and SROs.

The Securities Industry Continuing Education Program is intended to ensure that registered securities
industry personnel are informed of issues important to performing their jobs appropriately. Any registered
person who violates industry regulations is subject to disciplinary action including censure, fines,
suspensions, and/or permanent loss or registration and license.

The Regulatory Element

The Regulatory Element focuses on compliance, regulatory, ethical, and sales sales-practice standards.
Its content is derived from rules and regulations, and is based on standards and practices widely accepted
within the industry. Although the specific requirements of certain rules may differ slightly among the different
SROs, the program is based on standards and principals applicable to all. In certain instances, particular
SRO requirements may be more restrictive than those represented in the program. Additionally, many broker/
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dealers limit the types of activities in which their registered employees may engage and/or the investment
products they may represent, or they may require specific approvals for certain functions. Registered
persons are responsible for ensuring that their activities are within the scope permitted by their employing
broker/dealers and conducted in accordance with the rule requirements of all of the SROs and jurisdictions
regulating them.

The Regulatory Element is delivered a computer-based training program in a series of realistic situations and
interactive instructions related to those situations and is organized into the following seven modules:

•Registration and reporting issues;

•Communications with the public;

•Suitability;

•Handling customer accounts;

•Business conduct;

•Customer accounts, trade and settlement practices; and

•New and secondary offerings.

Each of these topics is covered thoroughly in its corresponding module, and some may be covered in more
than one module. The content of these modules is outlined below.

A covered registered person must satisfactorily complete all seven modules contained in the program
to satisfy the requirement to complete the Regulatory Element. The program is designed with the intent
of providing ample time to complete all seven modules within the time allotted. Failure to complete the
Regulatory Element within 120 days after the prescribed anniversary dates will result in a person's registration
becoming inactive. Such person will be prohibited from performing any of the functions of a registered person
until the person meets the requirement.

Content And Presentations Of The Regulatory Element

Each module is presented through a description of customer-related situations and fact patterns, combined
with interactive questions, answers, and feedback. Unless otherwise specified, the topics are covered at basic
levels of knowledge and understanding. In the process of interacting with the program, participants apply their
existing knowledge and information presented in the modules.

Module 1: Registration And Reporting Issues

1.1 Registration/Licensing Requirements

Requirements of the SROs

State authority and jurisdiction, general requirements for registered representative (RR) and broker/dealer
registration/licensing in states

Conditions, restrictions, and requirements for updating Form U-4

Restrictions on activities of RRs

General registration/licensing requirements for and limitations on activities of investment advisers

Restrictions on activities of non-registered persons

Consequences of violating registration/licensing requirements

1.2 Securities And Exchange Commission (SEC) And SRO Authority And Investigations

Jurisdiction of SEC, SROs, and state regulators
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Obligations for response to regulatory inquiries

Definition and consequences of statutory disqualification (Section 3(a)(39) of the Securities Exchange Act of
1934)

Settlement of employer-employee disputes

1.3 Blue-Sky Laws, Registration Of Securities

Requirements for securities to be registered or exempt in states in which they are being sold

Distinction between exempt/non-exempt securities

General exemptions from registration

Module 2: Communications With The Public

2.1 Communications With The Public

Definitions, general standards, and required approvals for public communications:

Telephone solicitations, correspondence, advertisements, market letters, research reports, sales literature,
educational material, electronic communication, communications in and with the press, seminars, lectures

Restrictions on telephone solicitations/cold calling

2.2 Customer Complaints And Inquiries

Requirements for reporting, investigation, and documentations

Handling of disputes with customer; arbitration procedures and awards

CRD toll-free number and type of information publicly disclosed in disciplinary records

Module 3: Suitability

3.1 Specific Elements In Evaluating Current Status Of Customer

Financial profile-Balance sheet, income statement, other financial considerations

Life profile-Non-financial investment considerations

Risk tolerance and investment experience

Investment objectives and considerations

Solicited versus unsolicited accounts and transactions

Tax considerations

3.2 Concepts And Implications Related To Risk

Diversification and risk reduction-Concepts and specific responsibilities of the RR

Definitions and examples of types of risk-Liquidity risk, interest rate risk, call risk, credit risk, legislative risk,
purchasing power risk (inflation risk), reinvestment risk, principal risk

Risk characteristics of categories of investments (e.g., equity, debt, asset-backed, mutual funds)

Business cycle-Definitions and effects

Effects of national and international events, interest rate fluctuations

3.3 Monitoring Customer Needs, Objectives, And Portfolio
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Obligation and procedures for routine monitoring and updating of customer's financial and life profile,
investment objectives, and portfolio

Module 4: Handling Customer Accounts

4.1 Prohibited/Fraudulent Practices

Definitions and examples of prohibited and improper activities such as insider trading, market manipulations,
entering false orders, misappropriations of funds, stealing/conversion, forgery, unfair and excessive pricing,
unauthorized trading, guarantees to customers, selling away, front running, free-riding, piggy-backing/
shadowing, trading at the close/marketing the close, selling dividends, commingling funds, parking, selling to
breakpoints, and churning

4.2 Third-Party Orders And Instructions

Required instructions, requirements for third-party checks, requirements for written authorization for orders.

4.3 Account Transfers And Customer Records

General requirements and procedures for transferring accounts

Confidentially issues and responsibilities related to customer accounts and records; firm ownership of records

4.4 Gifts and Gratuities

Restrictions on giving and receiving requirements for approvals

4.5 Sharing Profits And Loesses

Restrictions on and allowable circumstances

4.6 “Prudent Man” Rule

Basic principle

4.7 “Chinese Wall” Requirements

General knowledge

Module 5: Business Conduct

5.1 Private Securities Transactions (Private Offerings)

Restrictions, required authorizations, legal risks

5.2 Outside Business Activities

Permitted and prohibited activities-Dual licensing, part-time employment, conflicts of interest

Required notifications/approvals (regulatory and broker/dealer)

5.3 Compensation

Rules, regulations, and standards governing sharing commissions or part of compensation

5.4 Payment Of Referral Fees (To Non-Affiliated Persons)

Restrictions; approval and disclosure requirements
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5.5 Restrictions On Loans To/From Customers

5.6 Conflicts Of Interest And Potentially Illegal Situations

RR awareness, things to watch for, recognition, prohibitions

5.7 Cash Transactions Reporting Requirements

Module 6: Customer Accounts, Trade, And Settlement Practices

6.1 Customer Accounts, Document, Approvals, And Restrictions

Procedures for opening customer accounts, including required approvals, and recordkeeping

Definitions and requirements related to:

Accounts For Clients Of Investment Advisers-Additional trading authorization required, written evidence of
power of attorney

Discretionary Accounts-Requirements for written authorization and broker/dealer approval; prohibition by
many broker/dealers

Option Accounts-Requirement to provide customer with options disclosure document

Prohibited Accounts-Residents of states in which firm is not authorized (registered) to do business, margin
accounts for fiduciaries

Legally Restricted Accounts-Restrictions/prohibitions on accounts for minors, persons incompetent, entities,
death of customer

Custodial Accounts (UGMA/UTMA)-General requirements and characteristics

Qualified Accounts [such as 401(k)]-Tax advantages, restrictions

Joint Accounts-Characteristics and purpose of accounts as joint tenants with right of survivorship, joint
tenants in common

Broker/Dealer Employee Accounts-Approval of and disclosures, procedures for opening

Obligations of and limits on fiduciaries, limits on the use of powers of attorney

6.2 Regulation T. SRO Margin, And Short-Sale Rules

Distinctions between cash and margin accounts

Appropriate use of margin accounts and associated risks-initial and maintenance concepts

Obligations for informing customers of risks and benefits

6.3 Payment And Delivery For Securities Transactions

General requirements, consequences of non-payment/non-delivery

6.4 Correction Of Errors

Procedures, approvals, and prohibitions

Module 7: New And Secondary Offerings

7.1 SEC Registration And Prospectus Requirements (Securities Act of 1933)
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General Requirements-Definitions of offer; prospectus delivery requirements; limits on advertising and the
written materials; prohibition of sales before effective date; use of preliminary prospectus (red herring);
restrictions before, during, and after a distribution; exemptions from registration; restriction on hot issues

New Issues And Securities Trading-Registration requirements, restricted accounts, prospectus requirements,
exemptions from registration

7.2 Securities Investor Protection Corporation (SIPC)

Purpose of SIPC, coverage limits and amounts, disclosures to customers

7.3 Penny-Stock Rules

General knowledge of written suitability and disclosure requirements

Guidelines For Firm Element Training

Introduction

The Securities Industry Continuing Education Program (Program) was developed by the Securities Industry/
Regulatory Council on Continuing Education (Council) with support and guidance from the Securities and
Exchange Commission (SEC) and the North American Securities Administrators Association (NASAA).
Industry-wide implementation was subsequently mandated through adoption of uniform rules by the industry's
self-regulatory organizations (SROs): the American Stock Exchange, Inc.; the Chicago Board Options
Exchange, Inc.; the Municipal Securities Rulemaking Board; the National Association of Securities Dealers,
Inc.; the New York Stock Exchange, Inc.; and the Philadelphia Stock Exchange, Inc.

The two-part program consists of a Firm Element and a Regulatory Element. The Firm Element reflects the
unique training needs of widely differing firms. The Regulatory Element provides uniform coverage of material
of general applicability to the industry. By enhancing the knowledge and professionalism of persons covered
by the rule, the Program will materially contribute to public trust and confidence in the industry.

The Regulatory Element reassures that all registered persons complete a computer-based training program
on compliance, regulatory, ethical, and sales-practice standards within four months of their second, fifth, and
tenth registration anniversary dates.

The Firm Element requires each firm to annually develop and implement a written plan for training its covered
registered persons based on an assessment of its own specific training needs. The training can be carried out
through a wide variety of methods or delivery mechanisms available to the firm and appropriate to its needs.

To help broker/dealers comply with the requirements of the firm Element, the Council has developed these
guidelines to assist in the planning, development, execution, and documentation of their training programs.
Because the Program represents a major long-term securities industry commitment, the guidelines will be
periodically updated to reflect future modifications or enhancements.

These guidelines recognize the varying size, scope, and nature of broker/dealers, and the unique and often
diverse lines of business in which each may be engaged. A full-service broker, for example, may have goals
or concerns that are different from those of a small, limited-product firm, an investment banking or institutional
firm, or a discount broker. Recognizing these differences and the fact that the training needs of each firm are
just as diverse, the Firm Element provides for each training program to be uniquely tailored to meet specific
needs.

Firms engaged in diverse lines of business or with complex organizational structures may need multiple
training programs. These may be separate plans coordinated to cover appropriate areas, or they may be
incorporated in a single master plan. Likewise, broker/dealers that are separate from, but affiliated with,
another firm must have separate training plans, though these plans may incorporate common elements for
training on common products and/or services. In the case of small firms, those with limited product lines, and
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sole proprietorships, the specific training needs are uniquely different from those of large or full-service firms,
and may be significantly less complex narrower in scope.

The purpose of these guidelines is not to establish a uniform program, but rather, to establish a common
approach for the development and implementation of a firm-specific training program that meets the needs
of all types and sizes of firms. These guidelines are not intended to have the effect of rules or regulations,
but should be helpful in enabling forms to comply with SRO rules. However, firms should recognize that the
suggested components or recommended approaches will not create a “safe harbor” and that each firm must
determine for itself what continuing education measures should reasonably be taken.

Covered Persons And The Scope Of The Firm Element

The intent of th Program is to enhance knowledge and professionalism throughout the careers of individuals
covered by the Continuing Education rule. The goal of the Firm Element is to foster high standards of ethical
behavior, and just and equitable principals of trade, by ensuring that all covered persons are trained regularly
and in acceptable depth on investments and services in which they deal. Required training conducted
under the Firm Element is typically in addition to that necessary to prepare newly hired persons for required
securities industry registration examinations.

The Firm Element imposes a formal requirement on securities to provide training for covered persons who
are defined as registered persons who have direct contact with customers in the conduct of securities sales,
trading, or investment banking activities, and the immediate supervisors of these persons. Under the rules
that mandate the Program, “registered person” means any member, allied member, registered representative,
or other person registered or required to be registered under SRO rules. However, the covered person
definition does not include any such person whose activities are limited solely to the transaction of business
with other registered broker/dealers or on an exchange floor with members. “Customer” is defined to
mean any natural person and any organization, other than another broker or dealer, executing securities
transactions with, through, or receiving investment banking services from, member.

Registered persons employed in areas such as research are covered persons if they personally engage
in direct sales presentations to customers. For example, a research analyst whose work is limited to the
preparation of written material for distribution to customers would or potential customers would not be
a covered person. However, if the analyst's role included personal participation in sales presentations,
the analyst would be covered. Similarly, registered marketing personnel who prepare sales literature for
mass distribution by sales personnel would not be covered if they had no personal involvement in sales
presentations. Likewise, a trader dealing only with personnel at other registered broker/dealers would not
be covered. However, a trader having direct contact with individual or institutional customers in a sales
context would be covered. Registered investment banking employees are covered persons if they solicit
new business (i.e., underwritings or mergers and acquisitions), contact customers or potential customers in
an advisory capacity, or participate in sales presentations related to public offerings. Customer contacts or
responses relating to customer inquiries on administrative, service, or operations matters, do not constitute
customer contact for purposes of determining covered person status.

First-line immediate supervisors of covered persons are also covered persons under the Firm Element. Due
to their supervisory responsibilities, these individuals may have unique training needs and issues which
should be identified through the needs analysis process (see below) and addressed in a firm's training plan.

Covered persons included in a firm's training plan are required to take all appropriate and reasonable steps to
participate as required by the firm.

The SROs periodically may identify issued or investment products that must be covered in the training
programs of firms whose business encompassed those issues or products. In these instances, the SROs may
mandate the coverage of specific areas of regulatory concern and may specify time frames by which those
areas must be covered.
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SRO rules do not require specific numbers of hours for Firm Element training, however, to achieve
compliance, coverage must be sufficient to demonstrate good-faith efforts. For example, it may or may not be
necessary to require continuing education for every covered person within each calendar year. In addition, it
may or may not be necessary to conduct training annually relative to the entire range of a firm's products and
services. Firms may need to give priority, for a specific time period, to those areas of their business in which
the identified needs are greatest. In short, firms should be able to demonstrate that a reasonable allocation
of resources in line with the firm's demographics and needs has been made to provide a well-conceived and
executed plan.

Firms with comprehensive ongoing training programs may be able to satisfy the requirements of the Firm
Element primarily through formalized and documented planning, the incorporation of any subject matter
periodically specified by the SROs, and appropriate recordkeeping. Large firms engaged in diverse lines of
business or with complex organizational structures may need to incorporate a variety of training approaches
in their plans, delivering appropriate training to different groups of employees covering different subject areas.
Specialized firms with limited product lines and small firms with only a few employees should be able to
satisfy the requirements of the Firm Element with less elaborate training efforts that demonstrate a thoughtful,
reasonable approach to meeting their identified training needs. Accordingly, in using these guidelines, firms
should be guided by what is specifically applicable to their own identified needs, organizational structure, and
the nature and scope of their business.

Identification Of Training Needs And Development Of Training Plans

Each firm should establish overall objectives for its training program in a statement of broad direction or
general intent, arising from the process of defining and analyzing its specific training needs.

Analysis Of Training Needs

Each firm is required annually to conduct an analysis of it overall business to identify and target specific
training needs. The results of this analysis becomes the basis upon which firms can establish priorities and
develop their own specific annual written training plans. In developing these plans, priority should be given
to issues or products identified as subjects of general regulatory concern, or those which have been the
source of significant problems to the firm, its customers, or elsewhere in the industry, and new products
and strategies that the firms may be offering. At a minimum, firms should consider the following factors in
conducting a needs analysis:

•How economic and market conditions may affect investment products or services offered or to be offered by
the firm;

•Existing and planned business initiatives, especially new services, investment products, and strategies;

•Specific product- and service- related information appropriate for dissemination to covered persons;

•Legal and regulatory developments (i.e., new rules, regulations significant enforcement actions or litigations,
or related firm policies);

•Customer complaints, arbitrations, litigations, terminations for cause, internal disciplinary action or other
actions involving the firm or its associated persons;

•Feedback and, to the extent possible, evaluation of prior training programs and materials;

•Input on critical issues from areas such as compliance and legal, internal audit, trading, and operations;

•Consideration of sales and marketing strategies related to products and services, with attention to related
suitability and other regulatory issues that reasonably may be anticipated;

•Regulatory review, investigations, and disciplinary actions specifically involving the firm;
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•Comments or findings in periodic regulatory examinations; including any suggestions developed and
disseminated by industry regulators reflecting their observations in the aggregate;

•Review of previously used training materials, course critiques, or other training-related documentation that
may reveal unaddressed needs or areas for enhancement;

•Incorporation of applicable information from industry organizations;

•Input form management and registered personnel as to additional training that may be helpful;

•Use of performance reviews and business plans to identify development needs of individuals or groups of
persons within a firm; and

•Aggregate quarterly performance of covered associated persons in the Regulatory Element as reported to
the firm by the SROs.

Development Of Annual Training Plans

The information and conclusions derived from the needs analysis should become the primary basis for the
written training plan. The training plan should include a description of the needs analysis methodology and
factors considered in determining the content of the training plan. During their regulatory examinations,
regulators will be reviewing the needs analysis and the written training plan, and assessing the connection
between the two.

In developing the training plan, areas to consider include the firm's products or services, available training
technology and delivery mechanisms, the geographic location of individuals to be trained, and whether to
deliver the training through internal personnel and facilities or through the use of outside vendors, or some
combination of both.

In developing a written training plan, firms should:

•Identify the person(s) responsible for ensuring that the training plan is implemented in an effective manner or
in accordance with its stated scope and objectives;

•Identify the general objectives of the specific training programs to be incorporated in the plan;

•Identify the knowledge and skills to be imparted by the programs;

•Identify which specific training programs or activities should apply to specific covered persons or categories
of persons;

•Identify the delivery mechanisms and resources requirements;

•Establish specific time schedules for delivery;

•Consider feedback on prior training programs, content, and materials from participants and presenters;

•To the extent possible, evaluate the effectiveness of prior programs and materials to identify appropriate
modifications to existing programs and develop future programs;

•Consider regulatory comments or findings, both from the firm's own periodic examinations and with respect
to any information disseminated reflecting overall observations on industry training programs and methods.

Firm Element training should be a continuous process. Hence, in developing the annual training plan,
the preceding year's plan can serve as a starting point; however it should not simply be copied year after
year. The coverage and continuity of an established training program can be enhanced through annually
reviewing the original plan and needs analysis for appropriate updates and modifications. Additionally, at
times developments within the firm or industry may require enhancements to the training plan during the year.

Information Standards And Delivery Of Training Programs

Minimum Standards For Training Materials
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A firm's training material must be appropriate for the firm's size, scope of business, and method of operation,
and the securities products, services, and strategies it offers to customers or in which it conducts a trading
or investment banking business. Training material developed by or for a firm to satisfy the requirements of
the Firm Element should include coverage of the following, to the extent that they are applicable and can be
reasonably identified:

•General investments features of products, services, or strategies including applicable fees and charges;

•Basic factors which determine the value of investment products, services, or strategies;

•Associated risk factors such as business risk, interest rate risk, inflation risk, market risk, and political risk;

•Features that may affect a product's liquidity, taxability, callability, covertability, and legality for certain
classes of investors;

•Suitability of the products, services, or strategies for different types of investors, considering their investment
objectives and constraints, financial status, experience, and level of sophistication; and

•Applicable regulatory requirements, including standards for communications with the public.

When covering these points in training material or presentations, the importance of clearly conveying
appropriate information to customers or prospective customers in recommendations or sales presentations
must be emphasized.

Annual Compliance Meeting

The annual compliance meeting required under Rule 3010 (a)(7) of the NASD Conduct Rules (previously
Article III, Section 27(a)(7) of the NASD Rules of Fair Practice) may be used to transmit information or
conduct training. However, the annual compliance meeting itself is generally not sufficient to meet a firm's
obligation under the Firm Element and in most instances, a significant expansion of material otherwise
covered at the annual compliance meeting will be necessary in order to do so. Also, it may be appropriate to
transmit some material in a more timely manner than waiting for a scheduled annual compliance meeting.

Timeliness And Flexibility

A firm's training plan must include the time schedule for development and delivery. While schedules
may reflect both prioritized training needs and the availability of personnel and facilities, training plans
should be sufficiently flexible to accommodate unforeseen needs. Information related to significant product
developments, unforeseen problems, complaint patterns, or regulatory initiatives should be communicated in
a timely manner.

Delivery Vehicles And Media

Firms have great flexibility in determining the most appropriate methods for the delivery of the training plan.
Activities such as the following may be used alone or in combination, provided they are appropriate to the
content and participants, and are reasonably designed to achieve the firm's training objectives:

•Direct-participation sessions with instructors or discussion leaders (i.e., seminars or lectures);

•Mentor relationships;

•Supervised independent study, assigned reading, or internally generated written material;

•Computer-based training;

•Audiotapes, videotapes, or internal broadcasts; and

•Meetings, video conferences, and telephone conference calls.

When appropriate, there should be an opportunity for inactive dialogue and active participation by covered
persons to encourage an exchange of ideas and the opportunity for questions and answers.
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Regardless of whether a training presentation involves a covered personnel attending a meeting or
lecture, listening to an audiotape, viewing a videotape, or using a similar mechanism, the firm must create
an appropriate training environment. Training to meet the requirements of the Firm Element may be
accomplished in conjunction with meetings or programs with a different primary purpose, provided that the
training itself is conducted in an appropriate setting and that a meaningful amount of time is devoted to it.

All materials and presentations must focus on the best interests of investors and be characterized by
truthfulness, accuracy, and disclosure of material information. The information must, at a minimum, reflect
regulatory and industry standards for communications with the public. Training focused exclusively on selling
skills or prospecting will not meet program requirements. However, information on specific products, services,
or investment strategies may be used, provided such information encompasses associated risks, suitability
considerations, and applicable regulatory requirements.

Outside Programs And Vendors

A firm may produce or provide training internally, or may use external sources for some or all of its training
needs, provided that programs and materials meet the firm's identified training needs and consequent plan.
External sources may include institutions of higher education, professional associations and organizations,
and other external vendors. If the firm chooses to use outside vendors or externally developed materials, the
firm retains the overall responsibility to ensure that the content and delivery are appropriate to its identified
needs and meet requirements of the Firm Element. Likewise, the firm bears the responsibility for required
planning and documentation.

The Role Of Other Continuing Education Programs And Professional Designation Programs

Training offered in conjunction with the requirements of another industry or training program may be used
to meet Firm Element requirements if it is consistent with the topics identified in the firm's needs analysis
and the specific job functions and training needs of the individual. Participation by a covered person in an
educational program designed to meet the initial and/or ongoing requirements of a professional designation
program in a field related to the securities industry may qualify as all or part of the firm's training plan for
that person. In such instances, the firm must document and be prepared to demonstrate that the content is
consistent with its training plan.

Documentation And Regulatory Review

Training plans, programs, and materials used to satisfy the requirements of the Firm Element are subject
to review by the Securities and Exchange Commission, securities industry SROs, and state securities
regulators. The responsibility for compliance with the requirements of the Firm Element must be clearly
delineated within a firm. Failure to demonstrate compliance with the Firm Element or failure to make
requested items available promptly for review may subject firms, individual registered persons, or their
supervisors to disciplinary action. Accordingly, documentation evidencing the conduct or reasonable needs
analyses and the development and implementation of corresponding written training plans for appropriate
participating personnel is extremely important.

Actual training materials and outlines, as well as detailed records reflecting how the Firm Element plan was
developed, implemented, and administered, must be retained as part of the organization's books and record
requirements under Rules 17a-3 and 17a-4 of the Securities Exchange Act of 1934. In addition, a firm must
retain records documenting covered person participation in training programs that are part of its Firm Element
plan. The nature of such records will vary depending on the delivery mechanisms used by the firm.

The following are offered only as examples of the diverse methods that may be used for documentation
and are not intended to suggests that any one of them should constitute the entirety of a firm's program. In
fact, a program using multiple methods of delivery might best serve the needs of many firms, depending
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on the extent of their products and services, the geographic locations of their personnel, and their available
technology.

Some firms disseminate information or critical importance to all employees or specific groups of employees,
and require written acknowledgement that the materials have been received and read. When classroom
presentations and events such as annual compliance meetings are conducted, documentation as to the
nature of material covered (with outlines or scripts) and attendance records must be retained. Likewise,
delivery methods such as computer-based training lend themselves to maintenance of records relative to
specific material covered and who participated in the program.

Since the nature of material used and delivery methods may vary wide, the methods for documentation must
vary accordingly. As indicated above, live presentations to groups can be documented through retention
of copies of any scripts or outlines used along with attendance records. If an audiovisual tape is shown or
a written case study presented with a subsequent discussion, copies of the tape or case study should be
retained and made available for regulatory inspection along with any other written material such as pre-
prepared guidelines or questions used to facilitate the discussion. Copies of such items could be retained
for a specific isolated presentation or, if used in multiple presentations, could be retained in central files and
identified in records related to each presentation. The point is to be able to provide readily accessible and
reasonable documentation as to the material covered, with whom, by whom, and when.

If information is transmitted through broad-based distributions of internal written communications, or through
vehicles such as direct broadcast to large numbers of employees, the firm must retain scripts, outlines, or
recordings along with the date and extent of coverage. If this method is a component of the firm's formal Firm
Element program but not the primary or majority part, the practice as described is acceptable. However, if
this is the primary method of meeting the Firm Element, appropriate documentation must be obtained from
employees and retained to evidence receipt and understanding of the communications.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See SEC Release #34-35341, dated February 8, 1995, and NYSE Information Memorandum 95-11,
dated March 23,1995, regarding Rule 345A.

1  A list of Council members and liaisons is included in this Status Report.
1  American Stock Exchange, Inc., the Chicago Board Options Exchange, Inc., the Municipal Securities

Rulemaking Board, the National Association of Securities Dealers, Inc., the New York Stock Exchange,
Inc., and the Philadelphia Stock Exchange, Inc.
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November 8, 1996

  

Market Surveillance

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Procedures for Handling Market-on-Close (MOC) Orders on
Expiration Days.

The Securities Exchange Commission has permanently approved the expiration policy.

The expiration policy requires that as soon as practicable after 3:40 p.m. MOC imbalances of 50,000 shares
or more, or a no imbalance status, must be published in certain stocks identified by the Exchange (referred
to as “pilot stocks” before the policy was granted permanency). Pursuant to the MOC Policy (Information
Memo 95-21), any stock being dropped from or added to an index must publish an MOC status as soon as
practicable after 3:40 p.m. on expiration days. Any other stock may also publish an MOC imbalance as soon
as practicable after 3:40 p.m. with Floor Official approval. After 3:40 p.m., MOC orders that offset imbalances
which have been published on the tape may be entered, except where such orders relate to expiring index
arbitrage.

The text of the expiration policy begins on Page 2, along with references beginning on Page 5 to other rules
and policies particularly related to the expiration policy.

Members and member organizations are strongly urged to carefully review their procedure for entering and
using MOC orders. In this regard, such orders should be entered as early in the day as feasible. This will
provide an opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that
might exist at the close. Consequently, efforts can be made more easily to contact potential offsetting interest
which could mitigate any existing imbalance.

EXPIRATION DAYS DEFINED

An expiration day is a trading day prior to the expiration of index-related derivative products (futures, options
or options on futures), whose settlement pricing is based upon opening or closing prices on the Exchange, as
identified by a qualified clearing corporation (e.g., the Options Clearing Corporation).

Twelve of the expiration days are expiration Fridays, which fall on the Friday before the third Saturday in
every month. If that Friday is an Exchange holiday, there will be an expiration Thursday in such a month.

Four of the expiration days are quarterly index expiration days, which fall on the last trading day of each
calendar quarter.

SPECIAL STOCK LISTS

The Exchange has identified certain stocks which will, on expiration days, follow mandatory procedures
related to the dissemination of market order imbalances before the opening and/or the dissemination of MOC
imbalances prior to the close, as soon as practicable after 3:40 p.m.

The high capitalized stock list consists of the fifty most highly capitalized stocks in the S&P 500 Index, plus
any Major Market Index stocks not included among those fifty stocks. The mid-capitalized stock list consists
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of the ten most highly capitalized stocks in the S&P MidCap 400 Index. The Exchange will publish these stock
lists for each expiration day, about one week before that expiration day.

On expiration Fridays, in relation to the opening, stocks on the high capitalized stock list and mid-capitalized
stock list must follow procedures related to the publication of MOC imbalances as soon as practicable after
the MOC cutoff time of 3:40 p.m. Also, pursuant to Information Memo 95-21, any stock being dropped from or
added to an index must publish an MOC status as soon as practicable after 3:40 p.m., as may any stock with
Floor Official approval.

On quarterly index expiration days, in relation to the close, stocks on both the high capitalized stock list and
mid-capitalized stock list must follow procedures related to the publication of MOC imbalances as soon as
practicable after the cutoff time of 3:40 p.m. Also, pursuant to Information Memo 95-21, any stock being
dropped from or added to any index must publish an MOC status as soon as practicable after 3:40 p.m., as
may any stock with Floor Official approval.

AUXILIARY OPENING PROCEDURES

For each expiration day on which derivative, index-related products expire against opening prices, several
auxiliary procedures are necessary to integrate stock orders relating to expiring contracts into NYSE's
opening procedures in a manner that assures an efficient market opening in each stock as close to 9:30 a.m.
as possible.

Order Entry

Stock orders relating to index contracts whose settlement pricing is based upon opening prices must be

received by SuperDOT or by the specialist by 9:00 a.m. These orders may be cancelled or reduced in size 1  
All other orders may be entered before or after 9:00 a.m.

To facilitate early order entry, SuperDOT will begin accepting orders at 7:30 a.m. and will accept market
orders of 30,099 shares or less. “Limit-at-the-opening” (“limit OPG”) orders are permitted, including delivery
through Exchange systems. Ordinary limit and market orders may also be entered.

Order Identification

Stock orders relating to expiring derivatives whose settlement pricing is based on opening prices must be
identified “OPG”.

Firms entering these orders through SuperDOT, but unable to use “OPG” in the order instructions, may use
a unique SuperDOT branch code or a separate SuperDOT subscription to identify these orders. The NYSE
Market Surveillance Division (11 Wall Street, 11th Floor) must be advised in writing of the branch code or
subscription mnemonic by the business day following the expiration trade date.

Firms unable to identify these orders in any of the above three ways, and firms not using SuperDOT, must
submit a list of all these orders and related details to the NYSE Market Surveillance Division by the business
day following the expiration trade date.

Dissemination of Order Imbalances

As soon as practicable after 9:00 a.m., the Exchange will publish on the tape market order imbalances of
50,000 or more shares in stocks on both the high-capitalized stock list and the mid-capitalized stock list. “No
imbalance” status will be published for each and every stock on the lists in which there is no market order
imbalance.

PROCEDURES RELATING TO THE CLOSE

MOC Order Entry
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Pursuant to the MOC Policy and to facilitate the determination of order imbalances before the close, the cutoff
time for the entry of all MOC orders is 3:40 p.m. on expiration days. This requirement applies to all stocks.
Floor brokers representing MOC orders must communicate their irrevocable MOC interest to the specialist by
3:40 p.m.

No MOC order may be entered in any stock after 3:40 p.m. on expiration days except to offset an MOC
imbalance which has been published on the tape after 3:40 p.m. This will contribute to a more accurate
picture, earlier, of the interest in any stock at the close.

Special Procedures on the Limitation of Entry of MOC and LOC Orders and Publication of MOC Imbalances

As soon as possible after 3:40 p.m., the Exchange will publish on the tape any imbalance of MOC orders
of 50,000 shares or more in stocks on the high-capitalized stock list for expiration Fridays or on both the
high capitalized and mid-capitalized stock lists for quarterly index expiration days and in stocks being added
to or dropped from an index. An MOC imbalance may also be published in any other stock as soon as
practicable after 3:40 p.m. with Floor Official approval. Once a publication of an MOC imbalance in a stock
has been made after 3:40 p.m., MOC or LOC orders may be entered in such stocks on the opposite side
of the published imbalance in order to offset such imbalance, with one exception. The entry after 3:40 p.m.
of MOC or LOC orders related to expiring derivative instruments is not permitted, even if such orders might
offset MOC imbalances published on the tape after 3:40 p.m.

Due to subsequent cancellations of bona fide errors and entry of offsetting MOC or LOC orders, the
imbalance of MOC orders published as of 3:40 p.m. may not reflect the imbalance that exists at the close.

Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be

cancelled or reduced in size after 3:40 p.m. on expiration days, except to correct a bona fide error 2   (as to
side, size, symbol, price, and/or duplication of an order). If an MOC or LOC order is properly cancelled, no
MOC or LOC order may be entered to replace it unless the new order meets the requirements described
in this memo. This will permit a more accurate picture, earlier, of the interest in any stock at the close.
Refer to Page 5 for information on required cancellations under Rule 80A, including the exception for index
arbitrageurs with expiring positions.

Limit-At-The-Close (LOC) Orders

An LOC order is one that is entered for execution at the closing price provided that the closing price is at or
within the limit specified. They are prioritized on the specialist's book by time of entry and go behind all other
orders on the specialist's book at that price regardless of when such other orders are received. LOC orders
with prices that are better than the closing prices in the subject security are guaranteed an execution, unless
there is a trading halt in the security. LOC orders at the closing price are not guaranteed an execution.

LOC orders may only be entered in a stock when they offset MOC imbalances that have been published on
the tape after 3:40 p.m. on expiration days.

LOC orders must be entered by 3:55 p.m. On expiration days, LOC orders are irrevocable once entered,

except to correct a bona fide error 3   (as to side, size, symbol, price, and/or duplication of an order).

No LOC orders related to expiring derivative instruments may be entered in any stock, even if such orders
might offset published imbalances.

Rule 116.40 - Printing at the Close

Where there is an imbalance in MOC orders, the imbalance shall, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The specialist shall then stop the
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remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction shall be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they shall be
“stopped” against each other and paired-off at the price of the last sale on the Exchange prior to the close
of trading in that stock on that day. The transaction shall be reported to the Consolidated Tape as “stopped
stock.”

Rule 80A - The 50-Point Collar in Relation to Index Arbitrage Orders

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on the last trade date prior to each expiration date.
Such orders entered before the “50 point-collar” goes into effect cannot be cancelled after 3:40 p.m. except to
correct a bona fide error.

If an MOC index arbitrage order to establish or increase a position or to liquidate a position against a
derivative index product which is not expiring is entered and Rule 80A subsequently goes into effect, the
MOC order must be cancelled, regardless of the time Rule 80A goes into effect. If Rule 80A goes into effect
prior to 3:40 p.m. on an expiration day, the MOC order may be reentered with the appropriate tick restriction.
If Rule 80A goes into effect after 3:40 p.m. on an expiration day, and there is a published imbalance in
the subject stock, the MOC order may only be reentered, with the appropriate tick restriction, to offset the
imbalance.

Any questions you may have regarding this may be directed to Mr. David Fisch at (212) 656-6769 or Ms.
Carol Krusik at (212) 656-4597.

Robert J. McSweeney

Senior Vice President

      

Expiration Friday Pilot Stocks - November 15, 1996

   ABT    ABBOTT LABORATORIES

   AHP    AMERICAN HOME PRODUCTS CORPORATION

   AIG    AMERICAN INTERNATIONAL GROUP INC.

   AIT    AMERITECH CORP.

   *ALL   ALLSTATE CORP.

   AN     AMOCO CORPORATION
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   AXP    AMERICAN EXPRESS COMPANY

   BA     BOEING COMPANY

   BAC    BANKAMERICA CORPORATION

   BEL    BELL ATLANTIC CORPORATION

   BLS    BELLSOUTH CORPORATION

   BMY    BRISTOL MYERS SQUIBB COMPANY

   CCI    CITICORP

   CHV    CHEVRON CORPORATION

   CMB    CHASE MANHATTAN CORP.

   DD     DU PONT COMPANY

   DIS    WALT DISNEY COMPANY

   DOW    DOW CHEMICAL COMPANY

   EK     EASTMAN KODAK COMPANY

   F      FORD MOTOR COMPANY

   FNM    FEDERAL NATIONAL MORTGAGE ASSOCIATION

   G      GILLETTE COMPANY
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   GE     GENERAL ELECTRIC COMPANY

   GM     GENERAL MOTORS CORPORATION

   GTE    GTE CORPORATION

   HD     HOME DEPOT INC.

   HWP    HEWLETT-PACKARD COMPANY

   IBM    INTERNATIONAL BUSINESS MACHINES CORP.

   IP     INTERNATIONAL PAPER COMPANY

   JNJ    JOHNSON AND JOHNSON

   KMB    KIMBERLY CLARK CORP.

   KO     COCA-COLA COMPANY

   LLY    ELI LILLY AND COMPANY

   LU     ELI LILLY AND COMPANY

   MCD    MCDONALDS CORPORATION

   MMM    MINNESOTA MINING AND MANUFACTURING

   MO     PHILIP MORRIS COS. INC.

   MOB    MOBIL CORPORATION
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   MOT    MOTOROLA INC.

   MRK    MERCK AND COMPANY INC.

   NB     NATIONSBANK CORP.

   PG     PROCTER AND GAMBLE COMPANY

   PEP    PEPSICO INC.

   PFE    PFIZER INC.

   RD     ROYAL DUTCH PETROLEUM COMPANY

   S      SEARS ROEBUCK AND CO.

   SBC    SOUTHWESTERN BELL CORPORATION

   T      AMERICAN TELEPHONE AND TELEGRAPH

   TRV    TRAVELERS GROUP INC.

   TX     TEXACO INC.

   UN     UNILEVER NV

   WFC    WELLS FARGO & COMPANY

   WMT    WAL-MART STORES INC.

   XON    EXXON CORPORATION
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This list consists of the 50 highest weighted S&P 500 stocks based on market values as of November 1,
1996 and the 20 Major Market Index stocks. The indicated (*) stock has been added to the list. COL has been
deleted.

    

MidCap Index Expiration Friday Stocks - November 15, 1996

   AFL    AFLAC Inc.

   BEN    Franklin Resources Inc.

   CAH    Cardinal Health Inc.

   CCE    Coca-Cola Enterprises Inc.

   *EFX   Equifax Inc.

   *FRO   Frontier Corp.

   HRC    HEALTHSOUTH Corporation

   *PGR   Progressive Corp.

   STT    State Street Boston Corp.

   TMO    Thermo Electron Corp.

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of November
1, 1996. The indicated (*) stocks have been added to the list. MIR, SAI and UW have been deleted.

MEMORANDUM

Date: November 8, 1996

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) and Limit-at-the-
Close (LOC) Orders
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Openings

1Q. Can “limit at the opening” (“limit OPG”) orders be entered in the stocks that are not among the
stocks included in the pilot?

1A. Yes. “Limit OPG” orders are permitted in all stocks on expiration Friday. Those orders related to a
strategy in expiring contracts must be entered by 9:00 a.m.

2Q. When can specialists obtain an OARS status request?

2A. At any time after 7:30 a.m., in any stock. (Specialists should review OARS inquiry, freeze and opening
procedures to avoid problems.)

3Q. Must specialists wait until 9:27 a.m. to start the ITS pre-opening application?

3A. No. ITS Pre-Opening notifications may be issued beginning at 9:00 a.m.

4Q. Are “G” orders to sell short at the market handled differently at the opening than at the close on
expiration day?

4A. Yes, “G” short market orders are covered by two different procedures. At the opening they are handled
as they are on any other day. “G” short market orders must yield to all public limit orders at the lowest valid
short tick. At any higher price the “G” shorts need not yield. At the close, “G” market shorts must yield to all
limit orders at the sale price, even if that price is higher than the first valid short tick.

5Q. How should specialists and Floor Officials handle requests to “hold the opening” in the pilot
stocks?

5A. The Exchange has added auxiliary and early procedures with the express purpose of providing a prompt
opening in all stocks, not just the 50 pilot stocks. Brokers should be told to have their opening interest
represented by 9:30 a.m., and assuming adequate pricing information re: substantial disparity from the close,
all stocks should be opened as quickly after 9:30 as possible.

MOC Orders and LOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

2A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

   

Example #1  200,000 buy MOC

                

50,000 sell MOC
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50,000 sell plus MOC

                

25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

   

Example #2  100,000 sell MOC

                

50,000 buy MOC

                

25,000 buy minus MOC

                

25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000−B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

3Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4 - 1/2 - last sale 20 3/8

3A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the existing 20 1/2 sell limit orders have
priority over the MOC sell plus and sell short orders which in this case are treated like limit orders. On the
other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the MOC sell plus or sell short
orders are treated as marketable orders which go ahead of the 20 1/2 sell limit orders.
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In the case of a MOC buy minus order, if the last sale was a “plus” or “zero plus” tick, all limit orders at 20
1/4 would have priority. If the last sale was a “minus” or “zero minus” tick, the MOC buy minus orders are
marketable and go ahead of the 20 1/4 limit orders.

4Q. Are MOC “short” at-the-close orders permitted?

4A. Firms may enter “short” MOC orders.

5Q. Should brokers in the Crowd give the specialist their MOC orders prior to 3:40 p.m.? How should
they be handled by the specialist?

5A. In all stocks, any brokers in the Crowd handling any MOC orders must either give their orders to the
specialist or communicate their irrevocable interest to the specialist by 3:40 p.m., to allow the specialist to
arrange a closing price.

6Q. Can MOC orders be cancelled after 3:40 p.m.?

6A. Firms may not enter MOC cancellations or reduce MOC orders in size after 3:40 p.m. No broker or
specialist can accept cancellation instructions on any MOC order after 3:40 p.m., except to correct a bona fide
error.

7Q. How are “limit or MOC” orders handled by specialists? How are “working” orders with
instructions to complete MOC handled by brokers?

7A. As with a simple MOC order, specialists and Floor brokers may not accept “limit or MOC” orders
after 3:40 p.m. “Limit or MOC” orders entered with the specialist before 3:40 p.m. will be considered to be
irrevocable MOC orders on the unexecuted portion as of 3:40 p.m., unless cancelled with the specialist prior
to that time.

When a broker represents a “working” order with instructions to complete MOC, by 3:40 p.m., the broker must
either enter a MOC order with the specialist or communicate his or her irrevocable interest to the specialist
with respect to any portion to be executed on a MOC basis. What portion the broker enters/commits would be
based upon the market characteristics of the stock, and his or her reasonable expectation of execution given
market conditions in the stock from 3:40 p.m. to the close.

8Q. Can MOC orders be entered in the pilot stocks if a “No Imbalance” notice is published at 3:40
p.m.?

8A. No MOC orders may be entered if a “No Imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.

9Q. Are limit-at-the-close (LOC) orders permitted?

9A. Yes. LOC orders are permitted in all stocks. LOC orders may be entered only to offset published
imbalances of market-at-the-close (“MOC”) orders and must be entered by 3:55 p.m. LOC orders are
irrevocable once entered, except in the case of legitimate error.

10Q. What is the priority sequence for execution of LOC orders?

10A. Marketable LOC orders are treated as market orders and must be executed. Such orders include better-
priced (i.e., orders with a limit price better than the closing price) LOC orders to buy and sell long (including
“G” orders) and better-priced LOC orders to sell short or sell plus, if the closing price would represent a
“double plus tick”.

LOC orders limited to the closing price and better-priced LOC orders to sell short and sell plus that could not
be executed at a price lower than the actual close are sequenced by time priority among themselves, but
behind all other orders at the closing price, and may be executed, depending on the size of the imbalance to
be offset.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.

2  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.

3  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 96-33

Click to open document in a browser

November 5, 1996

  

Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF EXECUTIVE OFFICERS, MANAGING PARTNERS, COMPLIANCE DIRECTORS,
SENIOR REGISTERED OPTIONS PRINCIPALS AND COMPLIANCE REGISTERED OPTIONS
PRINCIPALS

SUBJECT: SUMMARY OF RULES APPLICABLE TO TRADING IN INDEX AND CURRENCY WARRANTS

In November, 1996, the New York Stock Exchange will commence trading in index warrants in accordance

with rules approved by the Securities and Exchange Commission. 1   Exchange Rule 414 (“Index and
Currency Warrants”) was adopted specifically to address the handling of accounts and trading of index and

currency warrants. 2   Exchange Rule 431 (“Margin Requirements”) specifies the customer margin for the
purchase and short sale of index and currency warrants. In addition, Para. 703.15 and Para. 703.17 of the
Listed Company Manual indicate the listing criteria for index and currency warrants.

This Information Memorandum summarizes the most significant aspects of the rules.

1. Account Opening, Trading and Advertising Rules

Paragraph (c) of Rule 414 provides position limits for stock index warrants on the same index with original
issue prices of $10 or less will be 15 million warrants covering all such warrant issues. Warrants with an
original issue price in excess of $10 will be weighted more heavily than warrants with an original issue price of
$10 or less in calculating position limits.

Paragraph (c) also provides procedures for allowing limited exceptions to the position limits. In addition, it
requires members and member organizations to report aggregate positions in excess of 100,000 warrants.

Paragraph (d) of Rule 414 provide for exercise limits on stock index warrants analogous to those found in
index options and states that such limits are distinct from any exercise limits that may be imposed by the
issuers of stock index warrants.

Paragraph (e) of Rule 414 requires that the trading halt provisions in Rule 717 shall be applied to stock index
warrants in the same way as they apply to broad index options.

Paragraph (f) of Rule 414 states that no member or member organization shall accept an order from a
customer for the purchase or sale of an index or currency warrant unless the customer's account has been
approved for options trading pursuant to Exchange Rule 721 (Opening of Accounts).

Paragraphs (g), (h), (l) and (j) of Rule 414 apply the options rules for supervision of accounts, suitability,
discretionary accounts and customer complaints to index and currency warrants. The Exchange cautions
its member organizations that any time they provide information to a customer regarding index warrants,
they should provide the customer with information regarding the unique characteristics and risks of these
instruments.

Paragraph (k) of Rule 414 generally applies the standards applicable to written communications regarding
listed options to index and currency warrants. In addition, that paragraph requires that any written
communications to customers regarding index and/or currency warrants should state that these warrants
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share many of the risks of standardized options but, unlike standardized options, they are backed only by the
credit of the issuer (not The Options Clearing Corporation) and each issue of warrants contains its own terms
and conditions which may differ from those of other warrants, even other warrants on the same underlying
index or issued by the same issuer. Paragraph (k) also requires that all advertisements, sales literature
and educational material issued by a member organization pertaining to index warrants be approved by a
Compliance Registered Options Principal, and all advertisements and educational materials pertaining to
index warrants be approved either by the Exchange or another self-regulatory organization (“SRO”) with
comparable rules.

Paragraph (l) of Rule 414 requires the use of opening (rather than closing) prices to determine the settlement
value of a domestic stock index underlying a stock index warrant on the warrant's expiration date or the two
business days prior to the expiration date. This will also be true for the United States securities component of
a “global” index that includes both domestic and foreign stocks, provided that 25 percent or more of the value
of the index underlying the stock index warrant is represented by securities that are traded primarily in the
United States.

Paragraph (n) of Rule 414 requires stock index warrant issuers to report, or to arrange to have warrant
transfer agents report, to the Exchange changes in the number of outstanding Exchange-listed stock index
warrants that result from early exercises of those warrants.

2. Margin

Rule 431 has been amended to apply the margin required for broad-based index options and currency
options to index and currency warrants. For example, the purchase of a stock index warrant will require
payment in full, and the short sale of a stock index warrant will require margin of: (i) 100 percent of the current
value of the warrant plus (ii) 15 percent of the current value of the underlying index less the amount by which
the warrant is out of the money (but not less than ten percent of the index value). The new warrant margin
requirements generally will permit offset treatment for spread, straddle and covered positions.

3. Listing Standards

The Exchange has amended Para. 703.15 and Para. 703.17 of the Listed Company Manual to provide a
higher standard for issuers of stock index warrants and currency warrants than previously existed and to
introduce comparable listing standards for currency index warrants. Accordingly, index and currency warrant
issuers will now be expected to have a minimum tangible net worth of $250,000,000, or, in the alternative,
$150,000,000 where the aggregate original issue price of all listed index and currency warrants issued by a
particular issuer and its affiliates does not exceed 25 percent of the issuer's net worth. Finally, each index or
currency warrant issue must provide for automatic exercise on expiration (or on any earlier delisting).

Questions may be directed to the following persons on Exchange staff:

David Krell, 656-2865 (position and exercise limits)

Mary Anne Furlong, 656-4823 (customer accounts, suitability and advertising)

Richard Nowicki, 656-3295 (margin requirements) and

Vincent Patten, 656-5276 (listing standards applicable to index and currency warrants).

Salvatore Pallante

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Footnotes

1  See SEA Release No. 34-36165 dated August 29, 1995.
2  The SEC also approved similar rule amendments for the American Stock Exchange, Chicago Board

Options Exchange, Pacific Stock Exchange and Philadelphia Stock Exchange.
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Market Surveillance

 TO: All Members and Member Organizations/Chief Operating Officers

SUBJECT : Reissue of Information Memo 92-29 (Agency Block Crosses)

The Exchange is reissuing the attached Information Memo (Number 92-29) in order to remind members of the
proper procedures for handling agency block cross transactions under the “clean cross” provisions of Rule
72(b).

Questions concerning the attached information Memo may be directed to Brian McNamara (212) 656-7086 or
Donald Siemer (212) 656-6940.

Robert J. McSweeney

Senior Vice President

Attachment

Number 92-29

October 27, 1992

INFORMATION MEMO.—Market Surveillance

ATTENTION: BLOCK TRADING DESKS

TO: Members and Member Organizations

SUBJECT: Agency Block Cross Transactions of 25,000 Shares or More

The following Questions and Answers are intended to clarify issues raised in connection with the above
subject (Information Memo Number 92-28, issued October 23, 1992).

1.Q. What is a “customer” order for purposes of the clean cross rule?

A. A customer's order is an order which is not for the proprietary account of a member or member
organization. It is the executing member's responsibility to know whether an order being represented is for a
public “customer” and eligible to be executed in a “clean agency cross”.

NOTE: Any firm entering an order which it wishes to be represented in a clean agency cross is encouraged to
make the floor broker aware that the order is a “customer” order.

2.Q. Can a member/member organization participate in a clean agency cross for a proprietary account
by giving their order to an unaffiliated member as agent?

A. No proprietary account for a member or member organization may participate in a clean agency cross,
even if it is represented by another member.

3.Q. Procedurally, how does a broker effect a clean agency cross?

A.
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Example I. Prevailing 1/8 Point Market

Assume the market is 30-30 1/8, 65,000×1,000. The broker would announce that he represented a “clean
cross” and the intended cross price, e.g., 30, to establish priority at the cross price. In the exercise of fiduciary
duty, the broker would then inquire of the specialist and the Crowd as to whether any other member could
provide price improvement. Any member in the Crowd, or the specialist, willing to provide price improvement
should clearly state that they would do so, and the number of shares they would buy or sell. If a member in
the Crowd representing a buyer indicates that he or she would buy a specified number of shares at 30 1/8,
the broker with the cross may do either of the following:

(i) return to his telephone to inform his customers of this development and obtain instructions (e.g., revise the
cross price) as to how to proceed; or

(ii) make a bid of 30 and an offer of 30 1/8 to permit the member in the Crowd to provide price improvement to
the sell side of the cross by trading with the 30 1/8 offer. The member providing price improvement would, in
this example, first have to trade with the prevailing offer of 1000 shares at 30 1/8 before trading with any part
of the cross.

In the above example, if the market was 30 bid for 500 shares, with 65,000 shares offered at 30 1/8, and the
broker who intended to execute a clean cross of 25,000 shares at 30 is informed by brokers representing the
sell interest at 30 1/8 that they would sell at 29 7/8, the instructions pursuant to (i), above, or bid 29 7/8 and
the cross. Under the firm quote rule, the existing bid could be executed at 30.

A.

Example II. Prevailing Market More than 1/8 Point

Assume the market is 30-30 3/8, 30,000×10,000. The broker would announce that he represented a “clean
cross” and the intended cross price, e.g., 30 1/4. In the exercise of fiduciary duty to the parties to the cross,
the broker would then inquire of the specialist and the Crowd as to whether any other member could provide
price improvement to one side or the other of the cross. Any member in the Crowd or the specialist willing to
provide price improvement should clearly state the price at which they are prepared to do so, and the number
of shares they would trade. If a member in the Crowd representing, for example a seller, indicates that he or
she would sell a specified number of shares of stock at 30 1/8, the broker with the cross may do either of the
following:

(i) return to his telephone to inform his customers of this development and obtain instructions as to how to
proceed; or

(ii) make a bid or offer on behalf of the cross in such a manner as to provide the opportunity for price
improvement as indicated by the member in the Crowd representing a seller. In this example, the broker with
the cross would make a bid of 30 1/8 and an offer of 30 1/4, thereby providing an opportunity for the member
in the Crowd to provide price improvement to the buy side of the cross by trading with the 30 1/8 bid.

If the member in the Crowd did not indicate an intention to provide price improvement, he or she could
not interfere with the cross at the clean cross price. The member might still participate to provide price
improvement, but the quoted market might not provide the ability to do that, i.e., in this example, if the cross
was quoted 30 1/4 bid, offered at 30 3/8, and the Crowd broker represented a “not held” sell order.

4.Q. Can an independent broker effect a clean agency cross while representing multiple customers'
orders which aggregate 25,000 shares or more?

A. Brokers wishing to effect a clean agency cross on behalf of multiple customers' orders may, consistent
with their fiduciary responsibility to each customer, utilize Rule 72; however, the executing broker must
exercise due diligence to verify that each order is for a customer account, not the account of a member or
member organization. If a floor broker accepts a customer's order from another floor broker, responsibility to
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confirm that the order is for a customer lies with the original broker. If a broker cannot confirm an order is for a
customer account, such order may not participate in a clean agency cross.

5.Q. Can “precedence based on size “break up a clean agency cross at the cross price?

A. Another member in the crowd may not utilize precedence based on size to break up a clean agency cross
at the proposed cross price.

6.Q. Can a specialist effect a clean agency cross?

A. A specialist may not effect a clean agency cross on behalf of orders he is representing as agent.

7.Q. Can a specialist break up a clean agency cross to provide price improvement?

A. The specialist may break up a clean agency cross; however, if the improved price would involve the
specialist's purchasing stock for a percentage order on a “plus” or “zero plus” tick (or selling stock for a
percentage order on a “minus” or “zero-minus” tick), the order must have the CAP-D instructions.

8.Q. Assume the market is 30 1/2.—5/8 and a 25,000-share cross is represented as a clean cross at 30
1/2. If another broker provides price improvement by buying 15,000 shares at 30 5/8, does the 10,000-
share balance have to be recrossed?

A. Following the trade at 30 5/8, the 10,000 shares remaining of the clean cross does not need to be
recrossed. If the broker intends to complete the cross, it can be executed at 30 1/2 and printed as “stopped
stock” under Rule 72. Buy orders with priority or parity prior to the clean cross are then on parity, including
the 15,000 shares of unfilled stock to buy at 30 1/2, if the broker remains in the Crowd. If the remaining buy
interest of 15,000 shares is given to the specialist, the order would go behind prior orders on the book at 30
1/2.

9.Q. Are stop orders elected by clean crosses?

A. Yes.

10.Q. Can orders for managed money accounts (i.e., accounts for which a member firm or an affiliate
exercises investment discretion, but which are not member firm proprietary accounts) participate in a
clean cross transaction?

A. Such orders may participate in a clean cross transaction, but must be handled by a broker who is not
affiliated with the member firm exercising investment discretion.

Questions about the amendments to Rule 72 may be directed to Brian McNamara (212) 656-7086 or Donald
Siemer (212) 656-6940.

Robert J. McSweeney

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Market Surveillance

 PLEASE NOTE: LOC ORDERS MAY BE ENTERED IN ANY STOCK TO OFFSET PUBLISHED
IMBALANCES OF MARKET-AT-THE-CLOSE ORDERS AND MUST BE ENTERED BY 3:55 P.M. LOC
ORDERS ARE IRREVOCABLE ONCE ENTERED.

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Revised Procedures for Handling Market-on-Close Orders on
October 18, 1996 (“Expiration Friday”)

The Securities and Exchange Commission has approved an amendment to the expiration policy. Effective
June 16, 1995, no market-on-close (“MOC”) orders may be entered in any stock after 3:40 p.m. However,
orders unrelated to expiring index arbitrage may be entered to offset published imbalances. The cutoff time
applies to all MOC orders in all stocks, even orders not related to a strategy involving any stock index futures,
stock index options or options on stock index futures. Detailed discussion can be found on Page 4 of this
memo.

The following summarizes key aspects of the expiration policy.

•AUXILIARY OPENING PROCEDURES WILL BE IN EFFECT THIS MONTH AND EVERY MONTH FOR
SELECTED MIDCAP STOCKS AS WELL AS REGULAR PILOT STOCKS.

•NO MOC ORDERS MAY BE ENTERED AFTER 3:40 P.M. IN ANY STOCK. FLOOR BROKERS
REPRESENTING SUCH ORDERS MUST COMMUNICATE THEIR IRREVOCABLE MOC INTEREST TO
THE SPECIALIST BY 3:40 P.M.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:40 P.M. IN ANY STOCK.

•AS SOON AS PRACTICABLE, AFTER 3:40 P.M., PILOT STOCKS MUST PUBLISH ANY MOC
IMBALANCE OF 50,000 SHARES OR MORE, OR PUBLISH A NO IMBALANCE STATUS. OTHER STOCKS
MAY PUBLISH AN MOC IMBALANCE.

•AFTER 3:40 P.M., MOC ORDERS NOT RELATED TO AN EXPIRING STRATEGY MAY ONLY BE
ENTERED TO OFFSET PUBLISHED IMBALANCES.

•LOC ORDERS MAY BE ENTERED IN ANY STOCK TO OFFSET PUBLISHED IMBALANCES. REFER TO
PAGE 3 FOR DETAILS.

DETAILED DISCUSSION IS PROVIDED ON THE FOLLOWING PAGES.

The October 18, 1996 expiration Friday pilot stock lists are attached. Please note that only opening
procedures apply to the MidCap-related list.

OPENING PROCEDURES

For each monthly expiration, several auxiliary procedures are necessary to integrate stock orders relating to
expiring contracts into NYSE's opening procedures in a manner that assures an efficient market opening in
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each stock as close to 9:30 a.m. as possible. The auxiliary opening procedures applicable on October 18,
1996 are:

Order Entry

Stock orders relating to index contracts whose settlement pricing is based upon the October 18, 1996
opening prices must be received by SuperDot or by the specialist by 9:00 a.m.

- These orders may be cancelled or reduced in size. 1 

- Stock orders relating to index contracts whose settlement pricing is not based upon the October 18, 1996
opening prices may be entered after 9:00 a.m.

To facilitate early order entry, SuperDot (1) will begin accepting orders at 7:30 a.m. and (2) will accept market
orders of 30,099 shares or less.

“Limit-at-the-opening” (“limit OPG”) orders are permitted, including delivery through Exchange systems.

- Ordinary limit orders may also be entered.

Order Identification

Stock orders relating to opening-price settling contracts must be identified “OPG.”

- Firms entering these orders through SuperDot, but unable to identify orders as “OPG”, may use a unique
branch code or firm identifier (mnemonic) to identify these orders. The NYSE Market Surveillance Division (11
Wall Street, 10th Floor) must be advised of the branch code or identifier by October 21, 1996.

- Firms unable to identify these orders in either way, and firms not using SuperDot, must submit a list of all
these orders and related details to the NYSE Market Surveillance Division by October 21, 1996.

Dissemination of Order Imbalances

For any of the pilot stocks and for ten selected S&P MidCap 400 Index stocks (lists attached) having a market
order imbalance of 50,000 shares or more at 9:00 a.m., the NYSE will disseminate the size of the order
imbalance via the low-speed ticker and the news services as promptly as practicable after 9:00 a.m.

Dissemination of Indications

Except for the auxiliary procedures described above, all stocks, including the pilot stocks and selected
MidCap stocks, are subject to the regular NYSE opening procedures, including price indications where a
substantial price change is anticipated. Dissemination of an indication is mandatory for an opening which
will result in a price change constituting the lesser of 10% or three points from the prior NYSE close, or five
points if the previous close is $100 or higher, unless the price change is less than one point. Fifteen minutes
must elapse between a first indication and a stock's opening. However, when more than one indication is
necessary, a stock may open (1) five minutes after the last indication when it overlaps the prior indication
(e.g., 51 - 53 overlaps 50 - 52, but does not overlap 53 - 55) and (2) ten minutes after the last indication when
it does not overlap the prior indication, provided that 15 minutes must have elapsed from the dissemination of
the first indication.

PROCEDURES RELATING TO THE CLOSE

Limit-At-The-Close (“LOC”) Orders

Effective July 28, 1995, LOC orders may be entered in any stock providing that they offset published
imbalances.

Current procedures require MOC imbalances of 50,000 shares or more in the pilot stocks to be published on
the tape as soon as practicable after 3:40 p.m. on expiration days, including expiration Fridays. At that time,
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other stocks may also publish MOC imbalances. LOC orders may be entered only if imbalances have been
published and must be entered by 3:55 p.m. On expiration days, LOC orders are irrevocable once entered,
except in the case of legitimate error.

No LOC orders related to a strategy including any stock index futures, stock index options or options on stock
index futures in expiring contracts may be entered in any stock.

An LOC order is one that is entered for execution at the closing price provided that the closing price is at or
within the limit specified. LOC orders may be entered only to offset published imbalances of market-on-close
(“MOC”) orders. They are prioritized on the specialist's book by time of entry and go behind all other orders
on the specialist's book at that price. LOC orders with prices that are better than the closing prices in the
subject security are guaranteed an execution, unless there is a trading halt in the security. LOC orders at the
closing price are executed in order of time priority with respect to other LOC orders, but are not guaranteed
an execution.

Market-On-Close Orders

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. THIS APPLIES
TO MOC ORDERS IN ALL STOCKS, REGARDLESS OF WHETHER SUCH ORDERS RELATE TO A
STRATEGY INVOLVING any stock index futures, stock index options, or options on stock index futures.
These procedures have been filed as a rule with the SEC.

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

MOC Order Entry

The cut-off time is 3:40 p.m. for the entry of all MOC orders, regardless of whether they relate to a strategy
including any expiring stock index futures, stock index options or options on stock index futures. This
requirement applies to all stocks not just pilot stocks. Floor brokers representing any MOC orders must
communicate their irrevocable MOC interest to the specialist by 3:40 p.m. These closing procedures will be
implemented with the October 18, 1996 expiration.

To facilitate the determination of order imbalances before the close, no MOC order may be entered in any
stock after 3:40 p.m. except to offset a published imbalance. This will contribute to a more accurate picture,
earlier, of the interest in any stock at the close.

For the limited exception that relates to entry of MOC orders to offset published imbalances, refer to the
material below.

Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:40 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will continue to be permitted after 3:40 p.m.

Special Procedures on Limitation of Entry of Orders and Publication of Imbalances
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You must, as stated above and required for all stocks, enter all MOC orders, by 3:40 p.m. eastern time. It
should be noted that pursuant to the newly amended Rule 13, limit-at-the-close orders may be entered in any
stock for execution on the close, in addition to market-on-close orders.

As soon as possible after 3:40 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:40 p.m. in the pilot stocks, and other stocks may also publish MOC
imbalances. No MOC or LOC orders will be permitted in any stock that does not publish an imbalance. While
MOC orders previously entered may be cancelled or reduced in size until 3:40 p.m., once a publication of an
imbalance in a stock has been made, any MOC or LOC orders subsequently entered in such stock will be
accepted only to trade on the opposite side of the market in relation to such published imbalance.

The liquidation of positions relating to a strategy involving any stock index futures, stock index options, or
options on stock index futures using MOC orders entered after 3:40 p.m. is not permitted, even if such orders
might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC or LOC orders, the imbalance of MOC orders
published as of 3:40 p.m. may not reflect the imbalance that exists at the close.

Printing at the Close

Where there is an imbalance in MOC orders, the imbalance shall, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The specialist shall then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction should be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they shall be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

“G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

Rule 80A

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on the last trade date prior to each month's expiration.

If an MOC index arbitrage order to establish or increase a position is entered, and Rule 80A subsequently
goes into effect, the MOC order must be cancelled, regardless of the time Rule 80A goes into effect. If Rule
80A goes into effect prior to 3:40 p.m., the MOC order may be reentered with the appropriate tick restriction.
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If Rule 80A goes into effect after 3:40 p.m., and there is a published imbalance in the subject stock, the MOC
order may be reentered, with the appropriate tick restriction, to offset the imbalance.

Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a)(2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. David Fisch at (212) 656-6769 or Ms.
Carol Krusik at (212) 656-4597.

Robert J. McSweeney

Senior Vice President

                            

Attachments

       

Expiration Friday Pilot Stocks - October 18, 1996

   ABT         ABBOTT LABORATORIES

   AHP         AMERICAN HOME PRODUCTS CORPORATION

   AIG         AMERICAN INTERNATIONAL GROUP INC.

   AIT         AMERITECH CORP.

   AN          AMOCO CORPORATION

   AXP         AMERICAN EXPRESS COMPANY
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   BA          BOEING COMPANY

   BAC         BANKAMERICA CORPORATION

   BEL         BELL ATLANTIC CORPORATION

   BLS         BELLSOUTH CORPORATION

   BMY         BRISTOL MYERS SQUIBB COMPANY

   CCI         CITICORP

   CHV         CHEVRON CORPORATION

   CMB         CHASE MANHATTAN CORP.

   COL         COLUMBIA HEALTHCARE CORP.

   DD          DU PONT COMPANY

   DIS         WALT DISNEY COMPANY

   DOW         DOW CHEMICAL COMPANY

   EK          EASTMAN KODAK COMPANY

   F           FORD MOTOR COMPANY

   FNM         FEDERAL NATIONAL MORTGAGE ASSOCIATION

   G           GILLETTE COMPANY
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   GE          GENERAL ELECTRIC COMPANY

   GM          GENERAL MOTORS CORPORATION

   GTE         GTE CORPORATION

   HD          HOME DEPOT INC.

   HWP         HEWLETT-PACKARD COMPANY

   IBM         INTERNATIONAL BUSINESS MACHINES CORP.

   IP          INTERNATIONAL PAPER COMPANY

   JNJ         JOHNSON AND JOHNSON

   *KMB        KIMBERLY CLARK CORP.

   KO          COCA-COLA COMPANY

   LLY         ELI LILLY AND COMPANY

   *LU         ELI LILLY AND COMPANY

   MCD         MCDONALDS CORPORATION

   MMM         MINNESOTA MINING AND MANUFACTURING

   MO          PHILIP MORRIS COS. INC.

   MOB         MOBIL CORPORATION
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   MOT         MOTOROLA INC.

   MRK         MERCK AND COMPANY INC.

   NB          NATIONSBANK CORP.

   PG          PROCTER AND GAMBLE COMPANY

   PEP         PEPSICO INC.

   PFE         PFIZER INC.

   RD          ROYAL DUTCH PETROLEUM COMPANY

   S           SEARS ROEBUCK AND CO.

   SBC         SOUTHWESTERN BELL CORPORATION

   T           AMERICAN TELEPHONE AND TELEGRAPH

   *TRV        TRAVELERS GROUP INC.

   TX          TEXACO INC.

   UN          UNILEVER NV

   WFC         WELLS FARGO & COMPANY

   WMT         WAL-MART STORES INC.

   XON         EXXON CORPORATION
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This list consists of the 50 highest weighted S&P 500 stocks based on market values as of October 4, 1996
and the 20 Major Market Index stocks. The indicated (*) stocks have been added to the list. PNU and SGP
have been deleted.

    

MidCap Index Expiration Friday Stocks - October 18, 1996

   AFL         AFLAC Inc.

   BEN         Franklin Resources Inc.

   CAH         Cardinal Health Inc.

   CCE         Coca-Cola Enterprises Inc.

   HRC         HEALTHSOUTH Corporation

   MIR         Mirage Resorts Inc.

   *SAI        SunAmerica Inc.

   STT         State Street Boston Corp.

   TMO         Thermo Electron Corp.

   *UW         USA Waste Services Inc.

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of October 4,
1996. The indicated (*) stocks have been added to the list. FRO and SCH have been deleted.

MEMORANDUM

Date: October 11, 1996

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) Orders and Limit-at-
the-Close (LOC) Orders
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Openings

1Q. Can “limit at the opening” (“limit OPG”) orders be entered in the stocks that are not among the
stocks included in the pilot?

1A. Yes. “Limit OPG” orders are permitted in all stocks on expiration Friday. Those orders related to a
strategy in expiring contracts must be entered by 9:00 a.m.

2Q. When can specialists obtain an OARS status request?

2A. At any time after 7:30 a.m., in any stock. (Specialists should review OARS inquiry, freeze and opening
procedures to avoid problems.)

3Q. Must specialists wait until 9:27 a.m. to start the ITS pre-opening application?

3A. No. ITS Pre-Opening notifications may be issued beginning at 9:00 a.m.

4Q .Are “G” orders to sell short at the market handled differently at the opening than at the close on
expiration day?

4A. Yes, “G” short market orders are covered by two different procedures. At the opening they are handled
as they are on any other day. “G” short market orders must yield to all public limit orders at the lowest valid
short tick. At any higher price the “G” shorts need not yield. At the close, “G” market shorts must yield to all
limit orders at the sale price, even if that price is higher than the first valid short tick.

5Q. How should specialists and Floor Officials handle requests to “hold the opening” in the pilot
stocks?

5A. The Exchange has added auxiliary and early procedures with the express purpose of providing a prompt
opening in all stocks, not just the 50 pilot stocks. Brokers should be told to have their opening interest
represented by 9:30 a.m., and assuming adequate pricing information re: substantial disparity from the close,
all stocks should be opened as quickly after 9:30 as possible.

MOC Orders and LOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

2A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

   

Example #1  200,000 buy MOC

                

50,000 sell MOC
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50,000 sell plus MOC

                

25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

   

Example #2  100,000 sell MOC

                

50,000 buy MOC

                

25,000 buy minus MOC

                

25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000−B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

3Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4 - 1/2 - last sale 20 3/8

3A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the existing 20 1/2 sell limit orders have
priority over the MOC sell plus and sell short orders which in this case are treated like limit orders. On the
other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the MOC sell plus or sell short
orders are treated as marketable orders which go ahead of the 20 1/2 sell limit orders.
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In the case of a MOC buy minus order, if the last sale was a “plus” or “zero plus” tick, all limit orders at 20
1/4 would have priority. If the last sale was a “minus” or “zero minus” tick, the MOC buy minus orders are
marketable and go ahead of the 20 1/4 limit orders.

4Q. Are MOC “short” at-the-close orders permitted?

4A. Firms may enter “short” MOC orders.

5Q. Should brokers in the Crowd give the specialist their MOC orders prior to 3:40 p.m.? How should
they be handled by the specialist?

5A. In all stocks, any brokers in the Crowd handling any MOC orders must either give their orders to the
specialist or communicate their irrevocable interest to the specialist by 3:40 p.m., to allow the specialist to
arrange a closing price.

6Q. Can MOC orders be cancelled after 3:40 p.m.?

6A. Firms may not enter MOC cancellations or reduce MOC orders in size after 3:40 p.m. No broker or
specialist can accept cancellation instructions on any MOC order after 3:40 p.m., except to correct a bona fide
error.

7Q. How are “limit or MOC” orders handled by specialists? How are “working” orders with
instructions to complete MOC handled by brokers?

7A. As with a simple MOC order, specialists and Floor brokers may not accept “limit or MOC” orders
after 3:40 p.m. “Limit or MOC” orders entered with the specialist before 3:40 p.m. will be considered to be
irrevocable MOC orders on the unexecuted portion as of 3:40 p.m., unless cancelled with the specialist prior
to that time.

When a broker represents a “working” order with instructions to complete MOC, by 3:40 p.m., the broker must
either enter a MOC order with the specialist or communicate his or her irrevocable interest to the specialist
with respect to any portion to be executed on a MOC basis. What portion the broker enters/commits would be
based upon the market characteristics of the stock, and his or her reasonable expectation of execution given
market conditions in the stock from 3:40 p.m. to the close.

8Q. Can MOC orders be entered in the pilot stocks if a “No Imbalance” notice is published at 3:40
p.m.?

8A. No MOC orders may be entered if a “No Imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.

9Q. Are limit-at-the-close (LOC) orders permitted?

9A. Yes. LOC orders are permitted in all stocks. LOC orders may be entered only to offset published
imbalances of market-at-the-close (“MOC”) orders and must be entered by 3:55 p.m. LOC orders are
irrevocable once entered, except in the case of legitimate error.

10Q. What is the priority sequence for execution of LOC orders?

10A. Marketable LOC orders are treated as market orders and must be executed. Such orders include better-
priced (i.e., orders with a limit price better than the closing price) LOC orders to buy and sell long (including
“G” orders) and better-priced LOC orders to sell short or sell plus, if the closing price would represent a
“double plus tick”.

LOC orders limited to the closing price and better-priced LOC orders to sell short and sell plus that could not
be executed at a price lower than the actual close are sequenced by time priority among themselves, but
behind all other orders at the closing price, and may be executed, depending on the size of the imbalance to
be offset.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 96-30

Click to open document in a browser

October 3, 1996

  

Market Surveillance

 TO: All Members and Member Organizations/Chief Operating Officers

SUBJECT: New SEC Rule Requiring Specialists to Display Customer Limit Orders

The Securities and Exchange Commission (the “SEC”) has adopted a new rule (Rule 11Ac1-4 under the
Securities Exchange Act of 1934) requiring specialists (as well as OTC market makers) to display customer
limit orders no later than 30 seconds after receiving them. The effective date of Rule 11Ac1-4 is January 10,
1997.

Rule 11Ac1-4 provides that, upon receipt of a customer limit order (defined as an order for the
account of someone who is not a broker or dealer), a specialist must, under normal market conditions,
“immediately” (i.e., no later than 30 seconds) publish a bid or offer that reflects:

(i) the price and full size of the order if it is at a price that would improve the bid or offer in the subject security;
and

(ii) the full size of the order, if it is priced at the same price as the current bid or offer in the subject security,
and the current bid or offer is equal to the national best bid or offer. The specialist would not, however, be
required to add size to the prevailing bid or offer if the size of the customer's limit order is 10% or less than
the size of the prevailing bid or offer.

Rule 11Ac1-4 does not apply to the following:

(i) an order that is executed upon receipt;

(ii) an order placed by a customer who has requested (either on an order-by-order basis or prospectively) that
the order not be displayed;

(iii) an odd-lot order;

(iv) a block size order (10,000 shares or more or a quantity of stock valued at $200,000 or more), unless the
customer requests that the order be displayed;

(v) an order that is immediately delivered to an exchange or association-sponsored system, or electronic
communications network that complies with SEC quotation dissemination requirements;

(vi) an order that is immediately delivered to another exchange member or OTC market maker that complies
with the order exposure rule; and

(vii) an all or none order.

It should be noted that under Exchange policies, specialists will continue to be required to reflect all block size
limit orders entered through the SuperDot system at their limit prices.

The SEC has also adopted amendments to Rule 11Ac1-1 (the SEC's rule governing dissemination of
quotations) to require a market maker to publish quotations for any listed security when the market maker
is responsible for more than 1 % of the aggregate trading volume for that security. The amendments also
require a market maker to make publicly available any superior prices that the market maker privately quotes
through certain electronic communications networks (“ECNs”).

The texts of Rule 11Ac1-4 and Rule 11Ac1-1 are attached.
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Questions regarding these SEC rules may be directed to Brian McNamara at (212) 656-7086 or Donald
Siemer at (212) 656-6940.

Robert J. McSweeney

Senior Vice President

Attachments

Section 240.11Ac1-4 is added to read as follows:

240.11Ac1-4 Display of customer limit orders.

(a) Definitions. For purposes of this section:

(1) The term association shall mean any association of brokers and dealers registered pursuant to Section
15A of the Act (15 U.S.C. 78o-3).

(2) The terms best bid and best offer shall have the meaning provided in 240.11Ac1-1(a)(3).

(3) The terms bid and offer shall have the meaning provided in 240.11Ac1-1(a)(4).

(4) The term block size shall mean any order:

(i) Of at least 10,000 shares; or

(ii) For a quantity of stock having a market value of at least $200,000.

(5) The term covered security shall mean any “reported security” and any other security for which a
transaction report, last sale data or quotation information is disseminated through an automated quotation
system as described in Section 3(a)(51)(A)(ii) of the Act (15 U.S.C. 78c(a)(51)(A)(ii)).

(6) The term customer limit order shall mean an order to buy or sell a covered security at a specified price
that is not for the account of either a broker or dealer; provided, however,

That the term customer limit order shall include an order transmitted by a broker or dealer on behalf of a
customer.

(7) The term electronic communications network shall have the meaning provided in 24O.11Ac1-l(a)(8).

(8) The term exchange-traded security shall have the meaning provided in 24O.11Ac1-1(a)(10).

(9) The term OTC market maker shall mean any dealer who holds itself out as being willing to buy from and
sell to its customers, or otherwise, a covered security for its own account on a regular or continuous basis
otherwise than on a national securities exchange in amounts of less than block size.

(10) The term reported security shall have the meaning provided in 24O.11Ac1-1(a)(20).

(b) Specialists and OTC market makers. For all covered securities:

(1) Each member of an exchange that is registered by that exchange as a specialist, or is authorized by that
exchange to perform functions substantially similar to that of a specialist, shall publish immediately a bid or
offer that reflects:

(i) The price and the full size of each customer limit order held by the specialist that is at a price that would
improve the bid or offer of such specialist in such security; and

(ii) The full size of each customer limit order held by the specialist that:

(A) Is priced equal to the bid or offer of such specialist for such security;

(B) Is priced equal to the national best bid or offer; and

(C) Represents more than a de minimis change in relation to the size associated with the specialist's bid or
offer.
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(2) Each registered broker or dealer that acts as an OTC market maker shall publish immediately a bid or
offer that reflects:

(i) The price and the full size of each customer limit order held by the OTC market maker that is at a price that
would improve the bid or offer of such OTC market maker in such security; and

(ii) The full size of each customer limit order held by the OTC marketmaker that:

(A) Is priced equal to the bid or offer of such OTC market maker for such security;

(B) Is priced equal to the national best bid or offer; and

(C) Represents more than a de minimis change in relation to the size associated with the OTC market
maker's bid or offer.

(c) Exceptions. The requirements in paragraph (b) of this section shall not apply to any customer limit order:

(1) That is executed upon receipt of the order.

(2) That is placed by a customer who expressly requests, either at the time that the order is placed or prior
thereto pursuant to an individually negotiated agreement with respect to such customer's orders, that the
order not be displayed.

(3) That is an odd-lot order.

(4) That is a block size order, unless a customer placing such order requests that the order be displayed.

(5) That is delivered immediately upon receipt to an exchange or association-sponsored system, or an
electronic communications network that complies with the requirements of 24O.11Ac1-1(c)(5)(ii) with respect
to that order.

(6) That is delivered immediately upon receipt to another exchange member or OTC market maker that
complies with the requirements of this section with respect to that order.

(7) That is an “all or none” order.

(d) Exemptions.

The Commission may exempt from the provisions of this section, either unconditionally or on specified
terms and conditions, any responsible broker or dealer, electronic communications network, exchange, or
association if the Commission determines that such exemption is consistent with the public interest, the
protection of investors and the removal of impediments to and perfection of the mechanism of a national
market system.

Section 240.11Ac1-1 is revised to read as follows:

240.11Ac1-1 -Dissemination of quotations.

(a) Definitions. For the purposes of this section:

(1) The term aggregate quotation size shall mean the sum of the quotation sizes of all responsible brokers or
dealers who have communicated on any exchange bids or offers for a covered security at the same price.

(2) The term association shall mean any association of brokers and dealers registered pursuant to Section
15A of the Act (15 U.S.C. 578o-3).

(3) The terms best bid and best offer shall mean the highest priced bid and the lowest priced offer.

(4) The terms bid and offer shall mean the bid price and the offer price communicated by an exchange
member or OTC market maker to any broker or dealer, or to any customer, at which it is willing to buy or sell
one or more round lots of a covered security, as either principal or agent, but shall not include indications of
interest.

(5) The term consolidated system shall mean the consolidated transaction reporting system.
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(6) The term covered security shall mean any reported security and any other security for which a transaction
report, last sale data or quotation information is disseminated through an automated quotation system as
described in Section 3(a)(51)(A)(ii) of the Act (15 U.S.C. 78c(a)(51)(A)(ii)).

(7) The term effective transaction reporting plan shall have the meaning provided in 240.11Aa3-1(a)(3).

(8) The term electronic communications network, for the purposes of 240.11Ac1-1(c)(5), shall mean any
electronic system that widely disseminates to third parties orders entered therein by an exchange market
maker or OTC market maker, and permits such orders to be executed against in whole or in part; except that
the term electronic communications network shall not include:

(i) Any system that crosses multiple orders at one or more specified times at a single price set by the ECN
(by algorithm or by any derivative pricing mechanism) and does not allow orders to be crossed or executed
against directly by participants outside of such times; or

(ii) Any system operated by, or on behalf of, an OTC market maker or exchange market maker that executes
customer orders primarily against the account of such market maker as principal, other than riskless principal.

(9) The term exchange market maker shall mean any member of a national securities exchange (“exchange”)
who is registered as a specialist or market maker pursuant to the rules of such exchange.

(10) The term exchange-traded security shall mean any covered security or class of covered securities listed
and registered, or admitted to unlisted trading privileges, on an exchange; Provided, however, That securities
not listed on any exchange that are traded pursuant to unlisted trading privileges are excluded.

(11) The term make available, when used with respect to bids, offers, quotation sizes and aggregate
quotation sizes supplied to quotation vendors by an exchange or association, shall mean to provide circuit
connections at the premises of the exchange or association supplying such data, or at a common location
determined by mutual agreement of the exchanges and associations, for the delivery of such data to
quotation vendors.

(12) The term odd-lot shall mean an order for the purchase or sale of a covered security in an amount less
than a round lot.

(13) The term OTC market maker shall mean any dealer who holds itself out as being willing to buy from and
sell to its customers, or otherwise, a covered security for its own account on a regular or continuous basis
otherwise than on an exchange in amounts of less than block size.

(14) The term plan processor shall have the meaning provided in 24O.11Aa3-2(a)(7).

(15) The term published aggregate quotation size shall mean the aggregate quotation size calculated by an
exchange and displayed by a quotation vendor on a terminal or other display device at the time an order is
presented for execution to a responsible broker or dealer.

(16) The terms published bid and published offer shall mean the bid or offer of a responsible broker or
dealer for a covered security communicated by it to its exchange or association pursuant to this section and
displayed by a quotation vendor on a terminal or other display device at the time an order is presented for
execution to such responsible broker or dealer.

(17) The term published quotation size shall mean the quotation size of a responsible broker or dealer
communicated by it to its exchange or association pursuant to this section and displayed by a quotation
vendor on a terminal or other display device at the time an order is presented for execution to such
responsible broker or dealer.

(18) The term quotation size, when used with respect to a responsible broker's or dealer's bid or offer for a
covered security, shall mean:

(i) The number of shares (or units of trading) of that covered security which such responsible broker or dealer
has specified, for purposes of dissemination to quotation vendors, that it is willing to buy at the bid price or
sell at the offer price comprising its bid or offer, as either principal or agent; or
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(ii) In the event such responsible broker or dealer has not so specified, a normal unit of trading for that
covered security.

(19) The term quotation vendor shall mean any securities information processor engaged in the business of
disseminating to brokers, dealers or investors on a real-time basis, bids and offers made available pursuant to
this section, whether distributed through an electronic communications network or displayed on a terminal or
other display device.

(20) The term reported security shall mean any security or class of securities for which transaction reports are
collected, processed and made available pursuant to an effective transaction reporting plan.

(21) The term responsible broker or dealer shall mean:

(i) When used with respect to bids or offers communicated on an exchange, any member of such exchange
who communicates to another member on such exchange, at the location (or locations) designated by such
exchange for trading in a covered security, a bid or offer for such covered security, as either principal or
agent; provided, however, That, in the event two or more members of an exchange have communicated on
such exchange bids or offers for a covered security at the same price, each such member shall be considered
a “responsible broker or dealer” for that bid or offer, subject to the rules of priority and precedence then in
effect on that exchange; and further provided, That for a bid or offer which is transmitted from one member
of an exchange to another member who undertakes to represent such bid or offer on such exchange as
agent, only the last member who undertakes to represent such bid or offer as agent shall be considered the
“responsible broker or dealer” for that bid or offer; and

(ii) when used with respect to bids and offers communicated by a member of an association to another
broker or dealer or to a customer otherwise than on an exchange, the member communicating the bid or offer
(regardless of whether such bid or offer is for its own account or on behalf of another person).

(22) The term revised bid or offer shall mean a market maker's bid or offer which supersedes its published bid
or published offer.

(23) The term revised quotation size shall mean a market maker's quotation size which supersedes its
published quotation size.

(24) The term specified persons, when used in connection with any notification required to be provided
pursuant to paragraph (b)(3) of this section and any election (or withdrawal thereof) permitted under
paragraph (b)(5) of this section, shall mean:

(i) Each quotation vendor;

(ii) Each plan processor; and

(iii) The processor for the Options Price Reporting Authority (in the case of a notification for a subject security
which is a class of securities underlying options admitted to trading on any exchange).

(25) The term subject security shall mean:

(i) With respect to an exchange:

(A) Any exchange-traded security other than a security for which the executed volume of such exchange,
during the most recent calendar quarter, comprised one percent or less of the aggregate trading volume for
such security as reported in the consolidated system; and

(B) Any other covered security for which such exchange has in effect an election, pursuant to paragraph (b)
(5)(i) of this section, to collect, process, and make available to quotation vendors, bids, offers, quotation sizes,
and aggregate quotation sizes communicated on such exchange; and

(ii) With respect to a member of an association:
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(A) Any exchange-traded security for which such member acts in the capacity of an OTC market maker
unless the executed volume of such member, during the most recent calendar quarter, comprised one
percent or less of the aggregate trading volume for such security as reported in the consolidated system; and

(B) Any other covered security for which such member acts in the capacity of an OTC market maker and
has in effect an election, pursuant to paragraph (b)(5)(ii) of this section, to communicate to its association
bids, offers and quotation sizes for the purpose of making such bids, offers and quotation sizes available to
quotation vendors.

(b) Dissemination requirements for exchanges and associations.

(1) Every exchange and association shall establish and maintain procedures and mechanisms for collecting
bids, offers, quotation sizes and aggregate quotation sizes from responsible brokers or dealers who are
members of such exchange or association, processing such bids, offers and sizes, and making such bids,
offers and sizes available to quotation vendors, as follows:

(i) Each exchange shall at all times such exchange is open for trading, collect, process and make available to
quotation vendors the best bid, the best offer, and aggregate quotation sizes for each subject security listed
or admitted to unlisted trading privileges which is communicated on any exchange by any responsible broker
or dealer, but shall not include:

(A) Any bid or offer executed immediately after communication and any bid or

offer communicated by a responsible broker or dealer other than an exchange market maker which is
cancelled or withdrawn if not executed immediately after communication; and

(B) Any bid or offer communicated during a period when trading in that security has been suspended or
halted, or prior to the commencement of trading in that security on any trading day, on that exchange.

(ii) Each association shall, at all times that last sale information with respect to reported securities is reported
pursuant to an effective transaction reporting plan, collect, process and make available to quotation vendors
the best bid, best offer, and quotation sizes communicated otherwise than on an exchange by each member
of such association acting in the capacity of an OTC market maker for each subject security and the identity
of that member (excluding any bid or-offer executed immediately after communication), except during any
period when over-the-counter trading in that security has been suspended.

(2) Each exchange shall, with respect to each published bid and published offer representing a bid or offer of
a member for a subject security, establish and maintain procedures for ascertaining and disclosing to other
members of that exchange, upon presentation of orders sought to be executed by them in reliance upon
paragraph (c)(2) of this section, the identity of the responsible broker or dealer who made such bid or offer
and the quotation size associated with it.

(3)

(i) If, at any time an exchange is open for trading, such exchange determines, pursuant to rules approved
by the Securities and Exchange Commission pursuant to section 19(b)(2) of the Act (15 U.S.C. 78s(b)(2)),
that the level of trading activities or the existence of unusual market conditions is such that the exchange is
incapable of collecting, processing, and making available to quotation vendors the data for a subject security
required to be made available pursuant to paragraph (b)(1) of this section in a manner that accurately reflects
the current state of the market on such exchange, such exchange shall immediately notify all specified
persons of that determination. Upon such notification, responsible brokers or dealers that are members of
that exchange shall be relieved of their obligation under paragraph (c)(2) of this section and such exchange
shall be relieved of its obligations under paragraphs (b)(1) and (2) of this section for that security: Provided,
however, That such exchange will continue, to the maximum extent practicable under the circumstances, to
collect, process, and make available to quotation vendors data for that security in accordance with paragraph
(b)(1) of this section.
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(ii) During any period an exchange, or any responsible broker or dealer that is a member of that exchange,
is relieved of any obligation imposed by this section for any subject security by virtue of a notification made
pursuant to paragraph (b)(3)(i) of this section, such exchange shall monitor the activity or conditions which
formed the basis for such notification and shall immediately renotify all specified persons when that exchange
is once again capable of collecting, processing, and making available to quotation vendors the data for
that security required to be made available pursuant to paragraph (b)(1) of this section in a manner that
accurately reflects the current state of the market on such exchange. Upon such renotification, any exchange
or responsible broker or dealer which had been relieved of any obligation imposed by this section as a
consequence of the prior notification shall again be subject to such obligation.

(4) Nothing in this section shall preclude any exchange or association from making available to quotation
vendors indications of interest or bids and offers for a subject security at any time such exchange or
association is not required to do so pursuant to paragraph (b)(1) of this section.

(5)

(i) Any exchange may make an election for purposes of paragraph (a)(25)(i)(B) of this section for any
covered security, by collecting, processing, and making available bids, offers, quotation sizes, and aggregate
quotation sizes in that security; except that for any covered security previously listed or admitted to unlisted
trading privileges on only one exchange and not traded by any OTC market maker, such election shall be
made by notifying all specified persons, and shall be effective at the opening of trading on the business day
following notification.

(ii) Any member of an association acting in the capacity of an OTC market maker may make an election
for purposes of paragraph (a)(25)(ii)(B) of this section for any covered security, by communicating to its
association bids, offers, and quotation sizes in that security; except that for any other covered security listed
or admitted to unlisted trading privileges on only one exchange and not traded by any other OTC market
maker, such election shall be made by notifying its association and all specified persons, and shall be
effective at the opening of trading on the business day following notification.

(iii) The election of an exchange or member of an association for any covered security pursuant to this
paragraph (b)(5) shall cease to be in effect if such exchange or member ceases to make available or
communicate bids, offers, and quotation sizes in such security.

(c) Obligations of responsible brokers and dealers.

(1) Each responsible broker or dealer shall promptly communicate to its exchange or association, pursuant to
the procedures established by that exchange or association, its best bids, best offers, and quotation sizes for
any subject security.

(2) Subject to the provisions of paragraph (c)(3) of this section, each responsible broker or dealer shall be
obligated to execute any order to buy or sell a subject security, other than an odd-lot order, presented to it by
another broker or dealer, or any other person belonging to a category of persons with whom such responsible
broker or dealer customarily deals, at a price at least as favorable to such buyer or seller as the responsible
broker's or dealer's published bid or published offer (exclusive of any commission, commission equivalent or
differential customarily charged by such responsible broker or dealer in connection with execution of any such
order) in any amount up to its published quotation size.

(3)

(i) No responsible broker or dealer shall be obligated to execute a transaction for any subject security as
provided in paragraph (c)(2) of this section to purchase or sell that subject security in an amount greater than
such revised quotation if:

(A) Prior to the presentation of an order for the purchase or sale of a subject security, a responsible broker
or dealer has communicated to its exchange or association, pursuant to paragraph (c)(1) of this section, a
revised quotation size; or
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(B) At the time an order for the purchase or sale of a subject security is presented, a responsible broker
or dealer is in the process of effecting a transaction in such subject security, and immediately after the
completion of such transaction, it communicates to its exchange or association a revised quotation size, such
responsible broker or dealer shall not be obligated by paragraph (c)(2) of this section to purchase or sell that
subject security in an amount greater than such revised quotation size.

(ii) No responsible broker or dealer shall be obligated to execute a transaction for any subject security as
provided in paragraph (c)(2) of this section if:

(A) Before the order sought to be executed is presented, such responsible broker or dealer has
communicated to its exchange or association pursuant to paragraph (c)(1) of this section, a revised bid or
offer; or

(B) At the time the order sought to be executed is presented, such responsible broker or dealer is in the
process of effecting a transaction in such subject security, and, immediately after the completion of such
transaction, such responsible broker or dealer communicates to its exchange or association pursuant to
paragraph (c)(1) of this section, a revised bid or offer; provided, however, That such responsible broker
or dealer shall nonetheless be obligated to execute any such order in such subject security as provided in
paragraph (c)(2) of this section at its revised bid or offer in any amount up to its published quotation size or
revised quotation size.

(4) Subject to the provisions of paragraph (b)(4) of this section:

(i) No exchange or OTC market maker may make available, disseminate or otherwise communicate to
any quotation vendor, directly or indirectly, for display on a terminal or other display device any bid, offer,
quotation size, or aggregate quotation size for any covered security which is not a subject security with
respect to such exchange or OTC market maker; and

(ii) No quotation vendor may disseminate or display on a terminal or other display device any bid, offer,
quotation size, or aggregate quotation size from any exchange or OTC market maker for any covered security
which is not a subject security with respect to such exchange or OTC market maker.

(5)

(i) Entry of any priced order for a covered security by an exchange market maker or OTC market maker in
that security into an electronic communications network that widely disseminates such order shall be deemed
to be:

(A) A bid or offer under this section, to be communicated to the market maker's exchange or association
pursuant to paragraph (c) of this section for at least the minimum quotation size that is required by the rules
of the market maker's exchange or association if the priced order is for the account of a market maker, or the
actual size of the order up to the minimum quotation size required if the priced order is for the account of a
customer; and

(B) A communication of a bid or offer to a quotation vendor for display on a display device for purposes of
paragraph (c)(4) of this section.

(ii) An exchange market maker or OTC market maker that has entered a priced order for a covered security
into an electronic communications network that widely disseminates such order shall be deemed to be in
compliance with paragraph (c)(5)(i)(A) of this section if the electronic communications network:

(A) Provides to an exchange or association (or an exclusive processor acting on behalf of one or more
exchanges or associations) the prices and sizes of the orders at the highest buy price and the lowest sell
price for such security entered in, and widely disseminated by, the electronic communications network by
exchange market makers and OTC market makers for the covered security, and such prices and sizes are
included in the quotation data made available by the exchange, association, or exclusive

processor to quotation vendors pursuant to this section; and

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

27

http://researchhelp.cch.com/License_Agreement.htm


(B) Provides, to any broker or dealer, the ability to effect a transaction with a priced order widely disseminated
by the electronic communications network entered therein by an exchange market maker or OTC market
maker that is:

(1) equivalent to the ability of any broker or dealer to effect a transaction with an exchange market
maker or OTC market maker pursuant to the rules of the exchange or association to which the electronic
communications network supplies such bids and offers; and

(2) at the price of the highest priced buy order or lowest priced sell order, or better, for the lesser of the
cumulative size of such priced orders entered therein by exchange market makers or OTC market makers at
such price, or the size of the execution sought by the broker or dealer, for the covered security.

(d) Exemptions. The Commission may exempt from the provisions of this section, either unconditionally or
on specified terms and conditions, any responsible broker or dealer, all electronic communications network,
exchange, or association if the Commission determines that such exemption is consistent with the public
interest, the protection of investors and the removal of impediments to and perfection of the mechanism of a
national market system.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 96-29
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September 20, 1996

  

Market Surveillance

 PLEASE NOTE: LOC ORDERS MAY BE ENTERED IN ANY STOCK TO OFFSET PUBLISHED
IMBALANCES OF MARKET-AT-THE-CLOSE ORDERS AND MUST BE ENTERED BY 3:55 P.M. LOC
ORDERS ARE IRREVOCABLE ONCE ENTERED.

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Revised Procedures for Handling Market-on-Close Orders on September 30, 1996 (“Quarterly
Index Expiration”)

The Securities and Exchange Commission has approved an amendment to the expiration policy. Effective
June 16, 1995, no market-on-close (“MOC”) orders may be entered in any stock after 3:40 p.m. However,
orders unrelated to expiring index arbitrage may be entered to offset published imbalances. The cutoff time
applies to all MOC orders in all stocks, even orders not related to a strategy involving any stock index options.
Detailed discussion can be found on Page 2 of this memo.

The following summarizes key aspects of the expiration policy.

•NO MOC ORDERS MAY BE ENTERED AFTER 3:40 P.M. IN ANY STOCK. FLOOR BROKERS
REPRESENTING SUCH ORDERS MUST COMMUNICATE THEIR IRREVOCABLE MOC INTEREST TO
THE SPECIALIST BY 3:40 P.M.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:40 P.M. IN ANY STOCK.

•AS SOON AS PRACTICABLE, AFTER 3:40 P.M., PILOT STOCKS MUST PUBLISH ANY MOC
IMBALANCE OF 50,000 SHARES OR MORE, OR PUBLISH A NO IMBALANCE STATUS. OTHER STOCKS
MAY PUBLISH AN MOC IMBALANCE.

•AFTER 3:40 P.M., MOC ORDERS NOT RELATED TO AN EXPIRING STRATEGY MAY ONLY BE
ENTERED TO OFFSET PUBLISHED IMBALANCES.

•LOC ORDERS MAY BE ENTERED IN ANY STOCK TO OFFSET PUBLISHED IMBALANCES. REFER TO
PAGE 2 FOR DETAILS.

DETAILED DISCUSSION IS PROVIDED ON THE FOLLOWING PAGES.

The September 30, 1996 quarterly index expiration pilot stock list is attached.

PROCEDURES RELATING TO THE CLOSE

Limit-At-The-Close (“LOC”) Orders

Effective July 28, 1995, LOC orders may be entered in any stock providing that they offset published
imbalances.

Current procedures require MOC imbalances of 50,000 shares or more in the pilot stocks to be published on
the tape as soon as practicable after 3:40 p.m. on expiration days, including quarterly index expiration days.
At that time, other stocks may also publish MOC imbalances. LOC orders may be entered only if imbalances
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have been published and must be entered by 3:55 p.m. On expiration days, LOC orders are irrevocable once
entered, except in the case of legitimate error.

No LOC orders related to a strategy including any stock index futures, stock index options or options on stock
index futures in expiring contracts may be entered in any stock.

An LOC order is one that is entered for execution at the closing price provided that the closing price is at or
within the limit specified. LOC orders may be entered only to offset published imbalances of market-on-close
(“MOC”) orders. They are prioritized on the specialist's book by time of entry and go behind all other orders
on the specialist's book at that price. LOC orders with prices that are better than the closing prices in the
subject security are guaranteed an execution, unless there is a trading halt in the security. LOC orders at the
closing price are executed in order of time priority with respect to other LOC orders, but are not guaranteed
an execution.

Market-On-Close Orders

Procedures for market-on-close (“MOC”) orders are used for each quarterly expiration. THIS APPLIES
TO MOC ORDERS IN ALL STOCKS, REGARDLESS OF WHETHER SUCH ORDERS RELATE TO A
STRATEGY INVOLVING any stock index options. These procedures have been filed as a rule with the SEC.

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

MOC Order Entry

The cut-off time is 3:40 p.m. for the entry of all MOC orders, regardless of whether they relate to a strategy
including any stock index options. This requirement applies to all stocks not just pilot stocks. Floor brokers
representing any MOC orders must communicate their irrevocable MOC interest to the specialist by 3:40 p.m.

To facilitate the determination of order imbalances before the close, no MOC order may be entered in any
stock after 3:40 p.m. except to offset a published imbalance. This will contribute to a more accurate picture,
earlier, of the interest in any stock at the close.

For the limited exception that relates to entry of MOC orders to offset published imbalances, refer to the
material below.

Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:40 p.m.

Cancellations to correct a legitimate error, however, will continue to be permitted after 3:40 p.m.

Special Procedures on Limitation of Entry of Orders and Publication of Imbalances

You must, as stated above and required for all stocks, enter all MOC orders, by 3:40 p.m. eastern time. It
should be noted that pursuant to the newly amended Rule 13, limit-at-the-close orders may be entered in any
stock for execution on the close, in addition to market-on-close orders.

As soon as possible after 3:40 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:40 p.m. in the pilot stocks, and other stocks may also publish MOC
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imbalances. No MOC or LOC orders will be permitted in any stock that does not publish an imbalance. While
MOC orders previously entered may be cancelled or reduced in size until 3:40 p.m., once a publication of an
imbalance in a stock has been made, any MOC or LOC orders subsequently entered in such stock will be
accepted only to trade on the opposite side of the market in relation to such published imbalance.

The liquidation of positions relating to a strategy involving any stock index options, using MOC orders entered
after 3:40 p.m. is not permitted, even if such orders might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC or LOC orders, the imbalance of MOC orders
published as of 3:40 p.m. may not reflect the imbalance that exists at the close.

Printing at the Close

Where there is an imbalance in MOC orders, the imbalance shall, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The specialist shall then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction should be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they shall be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

“G” Orders

Proprietary orders represented pursuant to Section 11(a) (1) (G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a) (1) (G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

Rule 80A

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on the last trade date prior to each month's expiration.

If an MOC index arbitrage order to establish or increase a position is entered, and Rule 80A subsequently
goes into effect, the MOC order must be cancelled, regardless of the time Rule 80A goes into effect. If Rule
80A goes into effect prior to 3:40 p.m., the MOC order may be reentered with the appropriate tick restriction.
If Rule 80A goes into effect after 3:40 p.m., and there is a published imbalance in the subject stock, the MOC
order may be reentered, with the appropriate tick restriction, to offset the imbalance.

Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
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the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a) (2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. David Fisch at (212) 656-6769 or Ms.
Carol Krusik at (212) 656-4597.

Robert J. McSweeney

Senior Vice President

                              

Attachments

   

Quarterly Index Expiration Friday Pilot Stocks - September 30, 1996

      ABT    ABBOTT LABORATORIES

      *AFL   AFLAC INC.

      AHP    AMERICAN HOME PRODUCTS CORPORATION

      AIG    AMERICAN INTERNATIONAL GROUP INC.

      AIT    AMERITECH CORP.

      AN     AMOCO CORPORATION

      AXP    AMERICAN EXPRESS COMPANY

      BA     BOEING COMPANY
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      BAC    BANKAMERICA CORPORATION

      BEL    BELL ATLANTIC CORPORATION

      BEN    FRANKLIN RESOURCES INC.

      BLS    BELLSOUTH CORPORATION

      BMY    BRISTOL MYERS SQUIBB COMPANY

      CAH    CARDINAL HEALTH INC.

      CCE    COCA-COLA ENTERPRISES INC.

      CCI    CITICORP

      CHV    CHEVRON CORPORATION

      CMB    CHASE MANHATTAN CORP.

      COL    COLUMBIA HEALTHCARE CORP.

      DD     DU PONT COMPANY

      DIS    WALT DISNEY COMPANY

      DOW    DOW CHEMICAL COMPANY

      EK     EASTMAN KODAK COMPANY

      F      FORD MOTOR COMPANY
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      FNM    FEDERAL NATIONAL MORTGAGE ASSOCIATION

      FRO    FRONTIER CORP.

      G      GILLETTE COMPANY

      GE     GENERAL ELECTRIC COMPANY

      GM     GENERAL MOTORS CORPORATION

      GTE    GTE CORPORATION

      HD     HOME DEPOT INC.

      HRC    HEALTHSOUTH CORPORATION

      HWP    HEWLETT-PACKARD COMPANY

      IBM    INTERNATIONAL BUSINESS MACHINES CORP.

      IP     INTERNATIONAL PAPER COMPANY

      JNJ    JOHNSON AND JOHNSON

      *KMB   KIMBERLY CLARK CORP.

      KO     COCA-COLA COMPANY

      LLY    ELI LILLY AND COMPANY

      MCD    MCDONALDS CORPORATION
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      MIR    MIRAGE RESORTS INC.

      MMM    MINNESOTA MINING AND MANUFACTURING

      MO     PHILIP MORRIS COS. INC.

      MOB    MOBIL CORPORATION

      MOT    MOTOROLA INC.

      MRK    MERCK AND COMPANY INC.

      NB     NATIONSBANK CORP.

      PG     PROCTER AND GAMBLE COMPANY

      PEP    PEPSICO INC.

      PFE    PFIZER INC.

      *PNU   PHARMACIA AND UPJOHN INC.

      RD     ROYAL DUTCH PETROLEUM COMPANY

      S      SEARS ROEBUCK COMPANY

      SBC    SOUTHWESTERN BELL CORPORATION

      *SCH   CHARLES SCHWAB CORP.

      SGP    SCHERING PLOUGH CORP.
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      *STT   STATE STREET BOSTON CORP.

      T      AMERICAN TELEPHONE AND TELEGRAPH

      TMO    THERMO ELECTRON CORP.

      TX     TEXACO INC.

      UN     UNILEVER N.V.

      WFC    WELLS FARGO AND CO.

      WMT    WAL-MART STORES INC.

      XON    EXXON CORPORATION

This list consists of the 50 highest weighted S&P 500 stocks, the 20 Major Market Index stocks, and the 10
highest capitalized stocks of the S&P Midcap 400 Index, based on market values as of September 6, 1996.
The indicated (*) stocks have been added to the list since the last QIX pilot. C, CIR, HFS, and SEG have
been deleted.

MEMORANDUM

Date: September 20, 1996

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Quarterly Index Expiration” Market-on-Close (MOC) Orders and
Limit-at-the-Close (LOC) Orders

MOC and LOC Orders

1.Q. How do you determine the price at which to print the “stopped stock”?

1.A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off
“MOC” and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped
stock” at that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2.Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

2.A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.
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Example # 1  200,000 buy MOC

                 

50,000 sell MOC

                 

50,000 sell plus MOC

                 

25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

   

Example #2  100,000 sell MOC

                

50,000 buy MOC

                

25,000 buy minus MOC

                

25,000 sell plus MOC
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In the example #2, the MOC imbalance is 50,000 to sell (S 100,000−B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

3.Q How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4-1/2 - last sale 20 3/8

3.A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the existing 20 1/2 sell limit orders have
priority over the MOC sell plus and sell short orders which in this case are treated like limit orders. On the
other hand if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the MOC sell plus and sell short
orders are treated as marketable orders which go ahead of the 20 1/2 sell limit orders.

In the case of a MOC buy minus order, if the last sale was a “plus” or “zero plus” tick, all limit orders at 20
1/4 would have priority. If the last sale was a “minus” or “zero minus” tick, the MOC buy minus orders are
marketable and go ahead of the 20 1/4 limit orders.

4.Q. Are MOC “short” at-the-close orders permitted?

4.A. Firms may enter “short” MOC orders.

5.Q. Should brokers in the Crowd give the specialist their orders prior to 3:40 p.m.? How should they
be handled by the specialist?

5A. In all stocks, any brokers in the Crowd handling any MOC orders must either give their orders to the
specialist or communicate their irrevocable interest to the specialist by 3:40 p.m., to allow the specialist to
arrange a closing price.

6Q. Can MOC orders be cancelled after 3:40 p.m.?

6A. Firms may not enter MOC cancellations or reduce MOC orders in size after 3:40 p.m. No broker or
specialist can accept cancellation instructions on any MOC order after 3:40 p.m., except to correct a bona fide
error.

7Q. How are “limit or MOC” orders handled by specialists? How are “working” orders with
instructions to complete MOC handled by brokers?

7A. As with a simple MOC order, specialists and Floor brokers may not accept “limit or MOC” orders
after 3:40 p.m. “Limit or MOC” orders entered with the specialist before 3:40 p.m. will be considered to be
irrevocable MOC orders on the unexecuted portion as of 3:40 p.m., unless cancelled with the specialist prior
to that time.

When a broker represents a “working” order with instructions to complete MOC, by 3:40 p.m., the broker must
either enter a MOC order with the specialist or communicate his or her irrevocable interest to the specialist
with respect to any portion to be executed on a MOC basis. What portion the broker enters/commits would be
based upon the market characteristics of the stock, and his or her reasonable expectation of execution given
market conditions in the stock from 3:40 p.m. to the close.

8Q. Can MOC orders be entered in the pilot stocks if a “No Imbalance” notice is published at 3:40
p.m.?

8A. No MOC orders may be entered if a “No Imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.

9Q. Are limit-at-the-close (LOC) orders permitted?

9A. Yes. LOC orders are permitted in all stocks. LOC orders may be entered only to offset published
imbalances of market-at-the-close (“MOC”) orders and must be entered by 3:55 p.m. LOC orders are
irrevocable once entered, except in case of legitimate error.
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10Q. What is the priority sequence for execution of LOC orders?

10A. Marketable LOC orders are treated as market orders and must be executed. Such orders include better-
priced (i.e., orders with a limit price better than the closing price) LOC orders to buy and sell long (including
“G” orders) and better-priced LOC orders to sell short or sell plus, if the closing price would represent a
“double plus tick”.

LOC orders limited to the closing price and better-priced LOC orders to sell short and sell plus that could not
be executed at a price lower than the actual close are sequenced by time priority among themselves, but
behind all other orders at the closing price, and may be executed, depending on the size of the imbalance to
be offset.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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September 18, 1996

  

Market Surveillance

 NOTE: PLEASE ROUTE TO YOUR COMPLIANCE OFFICER

TO: All Members and Member Organizations/Chief Operating Officers

SUBJECT: Amendments to Rules 704 and 705

The Securities and Exchange Commission recently approved amendments to Exchange Rules 704 (Position
Limits) and 705 (Exercise Limits). The revised provisions of each rule (attached as Exhibit A) are effective
immediately.

The amendments require that when NYSE members and member organizations effect transactions in non-
NYSE-listed option contracts on other exchanges, of which they are not members, they must comply with the
position and exercise limits (including relevant exemptions, interpretations and policies) set by the exchange
on which the transaction is effected. Violations of the position and exercise limits of another exchange will
be subject to disciplinary action by the Exchange pursuant to the NYSE's rules. These revised rules apply in
respect to both equity options and index options.

Questions concerning any matters discussed in this Information Memo may be addressed to Hope Duffy at
(212) 656-6197.

Robert J. McSweeney

Senior Vice President

Attachments

EXHIBIT A

Additions Underscored; Deletions [bracketed].

Rule 704. Position Limits

Generally

(a) Except with the prior written approval of the Exchange in each instance, no member or member
organization shall effect, for any account in which such member or member organization has an interest
or for the account of any member, allied member or employee of such member or member organization or
for the account of any customer, an opening transaction (whether on the Exchange or on or through the
facilities of, or otherwise subject to the rules of, another Participating Exchange or Association) in an option
of any class [dealt in on the Exchange] if the member or member organization has reason to believe that as
a result of such transaction the member or member organization or member, allied member or employee of
such member or member organization or customer would, acting alone or in concert with others, directly or
indirectly, control any aggregate position in options (whether long or short) of puts and calls on the same side
of the market covering the same underlying stock or underlying stock group that is in excess of:

(i) in the case of a transaction in a class of options that is dealt in on the Exchange, the number of contracts
specified in or pursuant to paragraphs (b), (c) or (d) of this Rule; and
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(ii) in the case of a transaction (A) that is in a class of options that is not dealt in on the Exchange and (B)
that the Exchange member or member organization effects on an exchange of which it is not a member or
member organization, such applicable position limits as the other exchange may from time to time establish,
after taking into consideration any applicable exemption of the other exchange.

For purposes of this Rule, long positions in puts and short positions in calls, and short positions in puts and
long positions in calls, shall be considered to be on the same side of the market.

(b) through (e) - No change.

… Supplementary Material:

.10 It shall be the responsibility of each member and member organization accepting orders for opening
transactions (purchasing or writing) in options [of any class dealt in on the Exchange] to inform its customers
of the applicable position limits and not to accept any such orders from any customer in any instance in which
such member or member organization has reason to believe that such customer, acting alone or in concert
with others, has exceeded or is attempting to exceed such position limits.

.20 - No change.

.30 For the purposes of determining whether [option] positions in a class of options that is dealt in on the
Exchange should be aggregated under this Rule, the term “control” means the power or ability to (1) make
investment decisions for an account or (2) materially influence directly or indirectly the investment decision
of any person who makes investment decisions for an account. A person or entity who has such power or
ability shall be presumed to control such account unless the presumption is rebutted by evidence and a
determination to the contrary has been made by the Exchange. Among the other circumstances where control
will be presumed are as follows:

(a) through (e) - No change.

.40 To determine if control exits in respect of a position in a class of options that is dealt in on the Exchange,
the Exchange will consider the following, as well as other factors:

(a) through (d) - No change.

.50 through .80 - No change.

* * *

Rule 705. Exercise Limits

Except with the prior approval of the Exchange in each instance, no member or member organization shall
exercise, for any account in which such member or member organization has an interest or for the account
of any member, allied member or employee of such member or member organization or for the account of
any customer, a long position in any option of a class [dealt in on the Exchange] if as a result thereof such
member or member organization or customer, acting alone or in concert with others, directly or indirectly,

(a) in the case of an exercise of a class of options that is dealt in on the Exchange, has or will have exercised
within any five consecutive business days aggregate long positions in excess of

(i) ¦[(a)] in the case of stock option contracts and industry index option contracts, the number of contracts
specified in or pursuant to Rule 704 (Position Limits) as the position limit for such class or

(ii) ¦[(b)] in the case of broad index stock group option contracts, 25,000 contracts plus, on the last business
day prior to expiration, any expiring series held in reliance upon paragraph (c)(ii) of Rule 704 or

(iii) such other number of option contracts as may be fixed from time to time by the Exchange as the exercise
limit for such class or

(b) in the case of an exercise (i) of options of a class that is not dealt in on the Exchange and (ii) that an
Exchange member or member organization effects on an exchange of which it is not a member or member

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

41

http://researchhelp.cch.com/License_Agreement.htm


organization, has or will have exceeded such applicable exercise limits as the other exchange may from time
to time establish, after taking into consideration any applicable exemption of the other exchange.

… Supplementary Material:

.10 It shall be the responsibility of each member and member organization accepting orders for the purchase
(in opening transactions) of options [of a class dealt in on the Exchange] to inform its customers of the
applicable exercise limits and not to accept any exercise of an option from any customer in any instance in
which such member or member organization has reason to believe that such customer, acting alone or in
concert with others, has exceeded or is attempting to exceed such exercise limits.

.20 through .30 - No change.

.40 A reduction in the exercise limit in effect with respect to options on a particular stock or a particular
industry index stock group v shall not apply to any series then trading.

.50 - No change.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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September 13, 1996

  

Market Surveillance

 PLEASE NOTE: LOC ORDERS MAY BE ENTERED IN ANY STOCK TO OFFSET PUBLISHED
IMBALANCES OF MARKET-AT-THE-CLOSE ORDERS AND MUST BE ENTERED BY 3:55 P.M. LOC
ORDERS ARE IRREVOCABLE ONCE ENTERED.

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Revised Procedures for Handling Market-on-Close Orders on
September 20, 1996 (“Expiration Friday”)

The Securities and Exchange Commission has approved an amendment to the expiration policy. Effective
June 16, 1995, no market-on-close (“MOC”) orders may be entered in any stock after 3:40 p.m. However,
orders unrelated to expiring index arbitrage may be entered to offset published imbalances. The cutoff time
applies to all MOC orders in all stocks, even orders not related to a strategy involving any stock index futures,
stock index options or options on stock index futures. Detailed discussion can be found on Page 4 of this
memo.

The following summarizes key aspects of the expiration policy.

•AUXILIARY OPENING PROCEDURES WILL BE IN EFFECT THIS MONTH AND EVERY MONTH FOR
SELECTED MIDCAP STOCKS AS WELL AS REGULAR PILOT STOCKS.

•NO MOC ORDERS MAY BE ENTERED AFTER 3:40 P.M. IN ANY STOCK. FLOOR BROKERS
REPRESENTING SUCH ORDERS MUST COMMUNICATE THEIR IRREVOCABLE MOC INTEREST TO
THE SPECIALIST BY 3:40 P.M.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:40 P.M. IN ANY STOCK.

•AS SOON AS PRACTICABLE, AFTER 3:40 P.M., PILOT STOCKS MUST PUBLISH ANY MOC
IMBALANCE OF 50,000 SHARES OR MORE, OR PUBLISH A NO IMBALANCE STATUS. OTHER STOCKS
MAY PUBLISH AN MOC IMBALANCE.

•AFTER 3:40 P.M., MOC ORDERS NOT RELATED TO AN EXPIRING STRATEGY MAY ONLY BE
ENTERED TO OFFSET PUBLISHED IMBALANCES.

•LOC ORDERS MAY BE ENTERED IN ANY STOCK TO OFFSET PUBLISHED IMBALANCES. REFER TO
PAGE 3 FOR DETAILS.

DETAILED DISCUSSION IS PROVIDED ON THE FOLLOWING PAGES.

The September 20, 1996 expiration Friday pilot stock lists are attached. Please note that only opening
procedures apply to the MidCap-related list.

OPENING PROCEDURES

For each monthly expiration, several auxiliary procedures are necessary to integrate stock orders relating to
expiring contracts into NYSE's opening procedures in a manner that assures an efficient market opening in
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each stock as close to 9:30 a.m. as possible. The auxiliary opening procedures applicable on September 20,
1996 are:

Order Entry

Stock orders relating to index contracts whose settlement pricing is based upon the September 20, 1996
opening prices must be received by SuperDot or by the specialist by 9:00 a.m.

- These orders may be cancelled or reduced in size. 1 

- Stock orders relating to index contracts whose settlement pricing is not based upon the September 20, 1996
opening prices may be entered after 9:00 a.m.

To facilitate early order entry, SuperDot (1) will begin accepting orders at 7:30 a.m. and (2) will accept market
orders of 30,099 shares or less.

“Limit-at-the-opening” (“limit OPG”) orders are permitted, including delivery through Exchange systems.

- Ordinary limit orders may also be entered.

Order Identification

Stock orders relating to opening-price settling contracts must be identified “OPG.”

- Firms entering these orders through SuperDot, but unable to identify orders as “OPG”, may use a unique
branch code or firm identifier (mnemonic) to identify these orders. The NYSE Market Surveillance Division (11
Wall Street, 10th Floor) must be advised of the branch code or identifier by September 23, 1996.

- Firms unable to identify these orders in either way, and firms not using SuperDot, must submit a list of all
these orders and related details to the NYSE Market Surveillance Division by September 23, 1996.

Dissemination of Order Imbalances

For any of the pilot stocks and for ten selected S&P MidCap 400 Index stocks (lists attached) having a market
order imbalance of 50,000 shares or more at 9:00 a.m., the NYSE will disseminate the size of the order
imbalance via the low-speed ticker and the news services as promptly as practicable after 9:00 a.m.

Dissemination of Indications

Except for the auxiliary procedures described above, all stocks, including the pilot stocks and selected
MidCap stocks, are subject to the regular NYSE opening procedures, including price indications where a
substantial price change is anticipated. Dissemination of an indication is mandatory for an opening which
will result in a price change constituting the lesser of 10% or three points from the prior NYSE close, or five
points if the previous close is $100 or higher, unless the price change is less than one point. Fifteen minutes
must elapse between a first indication and a stock's opening. However, when more than one indication is
necessary, a stock may open (1) five minutes after the last indication when it overlaps the prior indication
(e.g., 51 - 53 overlaps 50 - 52, but does not overlap 53 - 55) and (2) ten minutes after the last indication when
it does not overlap the prior indication, provided that 15 minutes must have elapsed from the dissemination of
the first indication.

PROCEDURES RELATING TO THE CLOSE

Limit-At-The-Close (“LOC”) Orders

Effective July 28, 1995, LOC orders may be entered in any stock providing that they offset published
imbalances.

Current procedures require MOC imbalances of 50,000 shares or more in the pilot stocks to be published on
the tape as soon as practicable after 3:40 p.m. on expiration days, including expiration Fridays. At that time,
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other stocks may also publish MOC imbalances. LOC orders may be entered only if imbalances have been
published and must be entered by 3:55 p.m. On expiration days, LOC orders are irrevocable once entered,
except in the case of legitimate error.

No LOC orders related to a strategy including any stock index futures, stock index options or options on stock
index futures in expiring contracts may be entered in any stock.

An LOC order is one that is entered for execution at the closing price provided that the closing price is at or
within the limit specified. LOC orders may be entered only to offset published imbalances of market-on-close
(“MOC”) orders. They are prioritized on the specialist's book by time of entry and go behind all other orders
on the specialist's book at that price. LOC orders with prices that are better than the closing prices in the
subject security are guaranteed an execution, unless there is a trading halt in the security. LOC orders at the
closing price are executed in order of time priority with respect to other LOC orders, but are not guaranteed
an execution.

Market-On-Close Orders

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. THIS APPLIES
TO MOC ORDERS IN ALL STOCKS, REGARDLESS OF WHETHER SUCH ORDERS RELATE TO A
STRATEGY INVOLVING any stock index futures, stock index options, or options on stock index futures.
These procedures have been filed as a rule with the SEC.

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

MOC Order Entry

The cut-off time is 3:40 p.m. for the entry of all MOC orders, regardless of whether they relate to a strategy
including any expiring stock index futures, stock index options or options on stock index futures. This
requirement applies to all stocks not just pilot stocks. Floor brokers representing any MOC orders must
communicate their irrevocable MOC interest to the specialist by 3:40 p.m. These closing procedures will be
implemented with the September 20, 1996 expiration.

To facilitate the determination of order imbalances before the close, no MOC order may be entered in any
stock after 3:40 p.m. except to offset a published imbalance. This will contribute to a more accurate picture,
earlier, of the interest in any stock at the close.

For the limited exception that relates to entry of MOC orders to offset published imbalances, refer to the
material below.

Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:40 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will continue to be permitted after 3:40 p.m.

Special Procedures on Limitation of Entry of Orders and Publication of Imbalances
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You must, as stated above and required for all stocks, enter all MOC orders, by 3:40 p.m. eastern time. It
should be noted that pursuant to the newly amended Rule 13, limit-at-the-close orders may be entered in any
stock for execution on the close, in addition to market-on-close orders.

As soon as possible after 3:40 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:40 p.m. in the pilot stocks, and other stocks may also publish MOC
imbalances. No MOC or LOC orders will be permitted in any stock that does not publish an imbalance. While
MOC orders previously entered may be cancelled or reduced in size until 3:40 p.m., once a publication of an
imbalance in a stock has been made, any MOC or LOC orders subsequently entered in such stock will be
accepted only to trade on the opposite side of the market in relation to such published imbalance.

The liquidation of positions relating to a strategy involving any stock index futures, stock index options, or
options on stock index futures using MOC orders entered after 3:40 p.m. is not permitted, even if such orders
might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC or LOC orders, the imbalance of MOC orders
published as of 3:40 p.m. may not reflect the imbalance that exists at the close.

Printing at the Close

Where there is an imbalance in MOC orders, the imbalance shall, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The specialist shall then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction should be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they shall be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

“G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

Rule 80A

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on the last trade date prior to each month's expiration.

If an MOC index arbitrage order to establish or increase a position is entered, and Rule 80A subsequently
goes into effect, the MOC order must be cancelled, regardless of the time Rule 80A goes into effect. If Rule
80A goes into effect prior to 3:40 p.m., the MOC order may be reentered with the appropriate tick restriction.
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If Rule 80A goes into effect after 3:40 p.m., and there is a published imbalance in the subject stock, the MOC
order may be reentered, with the appropriate tick restriction, to offset the imbalance.

Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a)(2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. David Fisch at (212) 656-6769 or Ms.
Carol Krusik at (212) 656-4597.

Robert J. McSweeney

Senior Vice President

                           

Attachments

        

Expiration Friday Pilot Stocks - September 20, 1996

   ABT    ABBOTT LABORATORIES

   AHP    AMERICAN HOME PRODUCTS CORPORATION

   AIG    AMERICAN INTERNATIONAL GROUP INC.

   AIT    AMERITECH CORP.

   AN     AMOCO CORPORATION

   AXP    AMERICAN EXPRESS COMPANY

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

47

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE97/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D9%28a%29%282%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D9%28a%29%282%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE10a-1/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE10b-5/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


   BA     BOEING COMPANY

   BAC    BANKAMERICA CORPORATION

   BEL    BELL ATLANTIC CORPORATION

   BLS    BELLSOUTH CORPORATION

   BMY    BRISTOL MYERS SQUIBB COMPANY

   CCI    CITICORP

   CHV    CHEVRON CORPORATION

   CMB    CHASE MANHATTAN CORP.

   COL    COLUMBIA HEALTHCARE CORP.

   DD     DU PONT COMPANY

   DIS    WALT DISNEY COMPANY

   DOW    DOW CHEMICAL COMPANY

   EK     EASTMAN KODAK COMPANY

   F      FORD MOTOR COMPANY

   FNM    FEDERAL NATIONAL MORTGAGE ASSOCIATION

   G      GILLETTE COMPANY
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   GE     GENERAL ELECTRIC COMPANY

   GM     GENERAL MOTORS CORPORATION

   GTE    GTE CORPORATION

   HD     HOME DEPOT INC.

   HWP    HEWLETT-PACKARD COMPANY

   IBM    INTERNATIONAL BUSINESS MACHINES CORP.

   IP     INTERNATIONAL PAPER COMPANY

   JNJ    JOHNSON AND JOHNSON

   *KMB   KIMBERLY CLARK CORP.

   KO     COCA-COLA COMPANY

   LLY    ELI LILLY AND COMPANY

   MCD    MCDONALDS CORPORATION

   MMM    MINNESOTA MINING AND MANUFACTURING

   MO     PHILIP MORRIS COS. INC.

   MOB    MOBIL CORPORATION

   MOT    MOTOROLA INC.
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   MRK    MERCK AND COMPANY INC.

   NB     NATIONSBANK CORP.

   PG     PROCTER AND GAMBLE COMPANY

   PEP    PEPSICO INC.

   PFE    PFIZER INC.

   PNU    PHARMACIA AND UPJOHN INC.

   RD     ROYAL DUTCH PETROLEUM COMPANY

   S      SEARS ROEBUCK AND CO.

   SBC    SOUTHWESTERN BELL CORPORATION

   *SGP   SCHERING PLOUGH CORP.

   T      AMERICAN TELEPHONE AND TELEGRAPH

   TX     TEXACO INC.

   UN     UNILEVER NV

   WFC    WELLS FARGO & COMPANY

   WMT    WAL-MART STORES INC.

   XON    EXXON CORPORATION
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This list consists of the 50 highest weighted S&P 500 stocks based on market values as of September 6,
1996 and the 20 Major Market Index stocks. The indicated (*) stocks have been added to the list. C has been
deleted.

   

MidCap Index Expiration Friday Stocks - September 20, 1996

   AFL    AFLAC Inc.

   BEN    Franklin Resources Inc.

   *CAH   Cardinal Health Inc.

   CCE    Coca-Cola Enterprises Inc.

   FRO    Frontier Corp.

   HRC    HEALTHSOUTH Corporation

   MIR    Mirage Resorts Inc.

   SCH    Charles Schwab Corp.

   *STT   State Street Boston Corp.

   TMO    Thermo Electron Corp.

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of September
6, 1996. The indicated (*) stocks have been added to the list. HFS and SEG have been deleted.

MEMORANDUM

Date: September 13, 1996

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) Orders and Limit-at-
the-Close (LOC) Orders
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Openings

1Q. Can “limit at the opening” (“limit OPG”) orders be entered in the stocks that are not among the
stocks included in the pilot?

1A. Yes. “Limit OPG” orders are permitted in all stocks on expiration Friday. Those orders related to a
strategy in expiring contracts must be entered by 9:00 a.m.

2Q. When can specialists obtain an OARS status request?

2A. At any time after 7:30 a.m., in any stock. (Specialists should review OARS inquiry, freeze and opening
procedures to avoid problems.)

3Q. Must specialists wait until 9:27 a.m. to start the ITS pre-opening application?

3A. No. ITS Pre-Opening notifications may be issued beginning at 9:00 a.m.

4Q. Are “G” orders to sell short at the market handled differently at the opening than at the close on
expiration day?

4A. Yes, “G” short market orders are covered by two different procedures. At the opening they are handled
as they are on any other day. “G” short market orders must yield to all public limit orders at the lowest valid
short tick. At any higher price the “G” shorts need not yield. At the close, “G” market shorts must yield to all
limit orders at the sale price, even if that price is higher than the first valid short tick.

5Q. How should specialists and Floor Officials handle requests to “hold the opening” in the pilot
stocks?

5A. The Exchange has added auxiliary and early procedures with the express purpose of providing a prompt
opening in all stocks, not just the 50 pilot stocks. Brokers should be told to have their opening interest
represented by 9:30 a.m., and assuming adequate pricing information re: substantial disparity from the close,
all stocks should be opened as quickly after 9:30 as possible.

MOC Orders and LOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

2A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

   

Example #1  200,000 buy MOC

                

50,000 sell MOC
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50,000 sell plus MOC

                

25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

   

Example #2  100,000 sell MOC

                

50,000 buy MOC

                

25,000 buy minus MOC

                

25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000−B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

3Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4 - 1/2 - last sale 20 3/8

3A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the existing 20 1/2 sell limit orders have
priority over the MOC sell plus and sell short orders which in this case are treated like limit orders. On the
other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the MOC sell plus or sell short
orders are treated as marketable orders which go ahead of the 20 1/2 sell limit orders.
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In the case of a MOC buy minus order, if the last sale was a “plus” or “zero plus” tick, all limit orders at 20
1/4 would have priority. If the last sale was a “minus” or “zero minus” tick, the MOC buy minus orders are
marketable and go ahead of the 20 1/4 limit orders.

4Q. Are MOC “short” at-the-close orders permitted?

4A Firms may enter “short” MOC orders.

5Q Should brokers in the Crowd give the specialist their MOC orders prior to 3:40 p.m.? How should
they be handled by the specialist?

5A. In all stocks, any brokers in the Crowd handling any MOC orders must either give their orders to the
specialist or communicate their irrevocable interest to the specialist by 3:40 p.m., to allow the specialist to
arrange a closing price.

6Q. Can MOC orders be cancelled after 3:40 p.m.?

6A. Firms may not enter MOC cancellations or reduce MOC orders in size after 3:40 p.m. No broker or
specialist can accept cancellation instructions on any MOC order after 3:40 p.m., except to correct a bona fide
error.

7Q. How are “limit or MOC” orders handled by specialists? How are “working” orders with
instructions to complete MOC handled by brokers?

7A. As with a simple MOC order, specialists and Floor brokers may not accept “limit or MOC” orders
after 3:40 p.m. “Limit or MOC” orders entered with the specialist before 3:40 p.m. will be considered to be
irrevocable MOC orders on the unexecuted portion as of 3:40 p.m., unless cancelled with the specialist prior
to that time.

When a broker represents a “working” order with instructions to complete MOC, by 3:40 p.m., the broker must
either enter a MOC order with the specialist or communicate his or her irrevocable interest to the specialist
with respect to any portion to be executed on a MOC basis. What portion the broker enters/commits would be
based upon the market characteristics of the stock, and his or her reasonable expectation of execution given
market conditions in the stock from 3:40 p.m. to the close.

8Q. Can MOC orders be entered in the pilot stocks if a “No Imbalance” notice is published at 3:40
p.m.?

8A. No MOC orders may be entered if a “No Imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.

9Q. Are limit-at-the-close (LOC) orders permitted?

9A. Yes. LOC orders are permitted in all stocks. LOC orders may be entered only to offset published
imbalances of market-at-the-close (“MOC”) orders and must be entered by 3:55 p.m. LOC orders are
irrevocable once entered, except in the case of legitimate error.

10Q. What is the priority sequence for execution of LOC orders?

10A. Marketable LOC orders are treated as market orders and must be executed. Such orders include better-
priced (i.e., orders with a limit price better than the closing price) LOC orders to buy and sell long (including
“G” orders) and better-priced LOC orders to sell short or sell plus, if the closing price would represent a
“double plus tick”.

LOC orders limited to the closing price and better-priced LOC orders to sell short and sell plus that could not
be executed at a price lower than the actual close are sequenced by time priority among themselves, but
behind all other orders at the closing price, and may be executed, depending on the size of the imbalance to
be offset.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.
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August 29, 1996

  

Market Surveillance

 To: Members and Member Organizations Options Trading Right Holders

Subject: Restriction on Exercise of NYA Index Options

The Securities and Exchange Commission recently approved amendments to Rule 80B (Trading Halts Due to
Extraordinary Market Volatility). Information Memo 96-23 discusses these amendments.

Exchange Rule 709 permits the Exchange to restrict the exercise of options in the interest of a fair and orderly
market in options or in the public interest, or for the protection of investors. Therefore, members and member
organizations are reminded that, concurrent with the imposition of an Exchange-wide trading halt under
Rule 80B, a prohibition on exercises in NYA index options will become effective and shall remain in effect
until such time as NYA index options reopen following a resumption of trading on the Exchange's equities
market. Further, if under these conditions the NYA index options do not reopen for trading on a given day, the
restriction on exercises shall remain in effect until the next business day when NYA index options reopen.

Notwithstanding the foregoing, no exercise restriction shall be imposed with respect to any series of NYA
index options on the last trading day prior to the series' expiration date.

Agnes M. Gautier

Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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August 22, 1996

  

Market Surveillance

 NOTE: PLEASE ROUTE TO YOUR COMPLIANCE OFFICER

TO: All Members and Member Organizations/Chief Operating Officers

SUBJECT: Amendments to Exchange Rules 27, 476(a)(11) and 477

The Securities and Exchange Commission has recently approved amendments to Exchange Rules 27, 476(a)
(11) and 477 which require persons under Exchange jurisdiction to comply with information requests from the
Exchange on behalf of commodities markets and associations and foreign self-regulatory organizations. The
revised provisions of the rules (attached as Exhibit A) are effective immediately.

The amendments to Rule 27 add domestic contract markets and futures associations to the list of
organizations with which the Exchange may enter into information-sharing agreements. The amendments
to Rule 476(a)(11) require those under Exchange jurisdiction to cooperate with information requests made
by the Exchange on behalf of domestic commodities markets or associations and foreign self-regulatory
organizations. Cooperation is also facilitated by the amendments to Rule 477, which provide for retaining the
Exchange's jurisdiction, under certain conditions, over members, allied members, member organizations, as
well as their employees and approved persons, who terminate such status or employment.

Questions concerning any matters discussed in this Information Memo may be addressed to Brian McNamara
at (212) 656-7086 or Donald Siemer at (212) 656-6940.

Robert J. McSweeney

Senior Vice President

Attachments

Exhibit A

Additions Underscored Deletions [bracketed]

Rule 27 Regulatory Cooperation

The Exchange may enter into agreements with domestic or foreign self-regulatory organizations or
associations, contract markets and registered futures associations as referenced in Rule 476(a)(11) providing
for the exchange of information and other forms of mutual assistance for market surveillance, investigative,
enforcement and other regulatory purposes.

Rule 476 Disciplinary Proceedings Involving Charges Against Members, Member
Organizations, Allied Members, Approved Persons, Employees, or Others

(a) If a member, member organization, allied member, approved person, registered or non-registered
employee of a member or member organization or person otherwise subject to the jurisdiction of the
Exchange is adjudged guilty in a proceeding under this Rule of any of the following offenses.— 3
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(11) refusing or failing to comply with a request of the Exchange to submit his or its books and records
(including those books and records with respect to which such member, member organization, allied member,
approved person, registered or non-registered employee or person otherwise subject to the jurisdiction
of the Exchange has access and control) to the Exchange , [or] any other self-regulatory organization, as
defined in Section 3(a)(26) of the Securities Exchange Act of 1934, any contract market, as referenced in
Section 6(a) of the Commodities Exchange Act, any registered futures association, as referenced in Section
17 of the Commodities Exchange Act, or any foreign self-regulatory organization or association with which
the Exchange has entered into an agreement or to furnish information to or to appear or testify before the
Exchange or such other [self-regulatory] organization or association, as specified above, or failing to take any
of the foregoing actions on the date or within the time period that the Exchange requires; or 3

Rule 477. Retention of Jurisdiction.—Failure to Cooperate

(a) If, prior to termination, or during the Period of one year immediately following the receipt by the Exchange
of written notice of the termination, of a person's status as a member, member organization, allied member,
approved person, or registered or non-registered employee of a member or member organization, the
Exchange serves (as provided in paragraph (d) of Rule 476) written notice on such person that it is making
inquiry into, or serves a Charge Memorandum on such person with respect to, any matter or matters
occurring prior to the termination of such person's status as a member, member organization, allied member,
approved person, or registered or non-registered employee of a member or member organization, the
Exchange may thereafter require such person to comply with any requests of the Exchange to appear, testify,
submit books, records, papers, or tangible objects, respond to written requests and attend hearings in every
respect in conformance with the Constitution and Rules of the Exchange in the same manner and to the same
extent as if such person had remained a member, member organization, allied member, approved person, or
registered or non-registered employee of a member or member organization.

(b) Prior to termination, or during the period of one year immediately following the receipt by the Exchange
of written notice of the termination, of a person's status as a member, member organization, allied member,
approved person, or registered or non-registered employee of a member or member organization, the
Exchange may, through the exercise of its jurisdiction, as described in (a) above, require such person to
comply with any requests of an organization or association included in Rule 476(a)(11) to appear, testify,
submit books, records, papers, or tangible objects, respond to written requests and attend hearings in every
respect in conformance with the Constitution and Rules of the Exchange in the same manner and to the same
extent as if such person had remained a member, member organization, allied member, approved person,
or registered or non-registered employee of a member or member organization with respect to any matter or
matters occurring prior to the termination of such person's status as a member, member organization, allied
member, approved person, or registered or non-registered employee of a member or member organization.

(c) If such former member, member organization, allied member, approved person, or registered or non-
registered employee of a member or member organization, provided such notice or Charge Memorandum is
or has been served, is adjudged guilty in a proceeding under Rule 476 of having refused or failed to comply
with any such requirement, such person may be barred from being a member, member organization, allied
member, approved person, or registered or non-registered employee of a member or member organization
permanently, or for such period of time as may be determined, or until such time as the Exchange has
completed its investigation into the matter or matters specified in such notice or Charge Memorandum, has
determined a penalty, if any, to be imposed, and until the penalty, if any, has been carried out.

(d) Following the termination of such person's status as a member, member organization, allied member,
approved person, or registered or non-registered employee of a member or member organization, provided
such notice or Charge Memorandum is or has been served, such person may also be charged with having
committed, prior to termination, any other offense with which such person might have been charged had
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such status not been terminated. Any such charges shall be brought and determined in accordance with the
provisions set forth in Rule 476

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
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Content contained herein.
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August 9, 1996

  

Market Surveillance

 PLEASE NOTE: LOC ORDERS MAY BE ENTERED IN ANY STOCK TO OFFSET PUBLISHED
IMBALANCES OF MARKET-AT-THE-CLOSE ORDERS AND MUST BE ENTERED BY 3:55 P.M. LOC
ORDERS ARE IRREVOCABLE ONCE ENTERED.

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT : Auxiliary Opening Procedures and Revised Procedures for Handling Market-on-Close Orders on
August 16, 1996 (“Expiration Friday”)

The Securities and Exchange Commission has approved an amendment to the expiration policy. Effective
June 16, 1995, no market-on-close (“MOC”) orders may be entered in any stock after 3:40 p.m. However,
orders unrelated to expiring index arbitrage may be entered to offset published imbalances. The cutoff time
applies to all MOC orders in all stocks, even orders not related to a strategy involving any stock index futures,
stock index options or options on stock index futures. Detailed discussion can be found on Page 4 of this
memo.

The following summarizes key aspects of the expiration policy.

•AUXILIARY OPENING PROCEDURES WILL BE IN EFFECT THIS MONTH AND EVERY MONTH FOR
SELECTED MIDCAP STOCKS AS WELL AS REGULAR PILOT STOCKS.

•NO MOC ORDERS MAY BE ENTERED AFTER 3:40 P.M. IN ANY STOCK. FLOOR BROKERS
REPRESENTING SUCH ORDERS MUST COMMUNICATE THEIR IRREVOCABLE MOC INTEREST TO
THE SPECIALIST BY 3:40 P.M.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:40 P.M. IN ANY STOCK.

•AS SOON AS PRACTICABLE, AFTER 3:40 P.M., PILOT STOCKS MUST PUBLISH ANY MOC
IMBALANCE OF 50,000 SHARES OR MORE, OR PUBLISH A NO IMBALANCE STATUS. OTHER STOCKS
MAY PUBLISH AN MOC IMBALANCE.

•AFTER 3:40 P.M., MOC ORDERS NOT RELATED TO AN EXPIRING STRATEGY MAY ONLY BE
ENTERED TO OFFSET PUBLISHED IMBALANCES.

•LOC ORDERS MAY BE ENTERED IN ANY STOCK TO OFFSET PUBLISHED IMBALANCES. REFER TO
PAGE 3 FOR DETAILS.

DETAILED DISCUSSION IS PROVIDED ON THE FOLLOWING PAGES.

The August 16, 1996 expiration Friday pilot stock lists are attached. Please note that only opening procedures
apply to the MidCap-related list.

OPENING PROCEDURES

For each monthly expiration, several auxiliary procedures are necessary to integrate stock orders relating
to expiring contracts into NYSE's opening procedures in a manner that assures an efficient market opening
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in each stock as close to 9:30 a.m. as possible. The auxiliary opening procedures applicable on August 16,
1996 are:

Order Entry

Stock orders relating to index contracts whose settlement pricing is based upon the August 16, 1996 opening
prices must be received by SuperDot or by the specialist by 9:00 a.m.

- These orders may be cancelled or reduced in size. 1 

- Stock orders relating to index contracts whose settlement pricing is not based upon the August 16, 1996
opening prices may be entered after 9:00 a.m.

To facilitate early order entry, SuperDot (1) will begin accepting orders at 7:30 a.m. and (2) will accept market
orders of 30,099 shares or less.

“Limit-at-the-opening” (“limit OPG”) orders are permitted, including delivery through Exchange systems.

- Ordinary limit orders may also be entered.

Order Identification

Stock orders relating to opening-price settling contracts must be identified “OPG.”

- Firms entering these orders through SuperDot, but unable to identify orders as “OPG”, may use a unique
branch code or firm identifier (mnemonic) to identify these orders. The NYSE Market Surveillance Division (11
Wall Street, 10th Floor) must be advised of the branch code or identifier by August 19, 1996.

- Firms unable to identify these orders in either way, and firms not using SuperDot, must submit a list of all
these orders and related details to the NYSE Market Surveillance Division by August 19, 1996.

Dissemination of Order Imbalances

For any of the pilot stocks and for ten selected S&P MidCap 400 Index stocks (lists attached) having a market
order imbalance of 50,000 shares or more at 9:00 a.m., the NYSE will disseminate the size of the order
imbalance via the low-speed ticker and the news services as promptly as practicable after 9:00 a.m.

Dissemination of Indications

Except for the auxiliary procedures described above, all stocks, including the pilot stocks and selected
MidCap stocks, are subject to the regular NYSE opening procedures, including price indications where a
substantial price change is anticipated. Dissemination of an indication is mandatory for an opening which
will result in a price change constituting the lesser of 10% or three points from the prior NYSE close, or five
points if the previous close is $100 or higher, unless the price change is less than one point. Fifteen minutes
must elapse between a first indication and a stock's opening. However, when more than one indication is
necessary, a stock may open (1) five minutes after the last indication when it overlaps the prior indication
(e.g., 51 - 53 overlaps 50 - 52, but does not overlap 53 - 55) and (2) ten minutes after the last indication when
it does not overlap the prior indication, provided that 15 minutes must have elapsed from the dissemination of
the first indication.

PROCEDURES RELATING TO THE CLOSE

Limit-At-The-Close (“LOC”) Orders

Effective July 28, 1995, LOC orders may be entered in any stock providing that they offset published
imbalances.

Current procedures require MOC imbalances of 50,000 shares or more in the pilot stocks to be published on
the tape as soon as practicable after 3:40 p.m. on expiration days, including expiration Fridays. At that time,
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other stocks may also publish MOC imbalances. LOC orders may be entered only if imbalances have been
published and must be entered by 3:55 p.m. On expiration days, LOC orders are irrevocable once entered,
except in the case of legitimate error.

No LOC orders related to a strategy including any stock index futures, stock index options or options on stock
index futures in expiring contracts may be entered in any stock.

An LOC order is one that is entered for execution at the closing price provided that the closing price is at or
within the limit specified. LOC orders may be entered only to offset published imbalances of market-on-close
(“MOC”) orders. They are prioritized on the specialist's book by time of entry and go behind all other orders
on the specialist's book at that price. LOC orders with prices that are better than the closing prices in the
subject security are guaranteed an execution, unless there is a trading halt in the security. LOC orders at the
closing price are executed in order of time priority with respect to other LOC orders, but are not guaranteed
an execution.

Market-On-Close Orders

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. THIS APPLIES
TO MOC ORDERS IN ALL STOCKS, REGARDLESS OF WHETHER SUCH ORDERS RELATE TO A
STRATEGY INVOLVING any stock index futures, stock index options, or options on stock index futures.
These procedures have been filed as a rule with the SEC.

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

MOC Order Entry

The cut-off time is 3:40 p.m. for the entry of all MOC orders, regardless of whether they relate to a strategy
including any expiring stock index futures, stock index options or options on stock index futures. This
requirement applies to all stocks not just pilot stocks. Floor brokers representing any MOC orders must
communicate their irrevocable MOC interest to the specialist by 3:40 p.m. These closing procedures will be
implemented with the August 16, 1996 expiration.

To facilitate the determination of order imbalances before the close, no MOC order may be entered in any
stock after 3:40 p.m. except to offset a published imbalance. This will contribute to a more accurate picture,
earlier, of the interest in any stock at the close.

For the limited exception that relates to entry of MOC orders to offset published imbalances, refer to the
material below.

Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:40 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will continue to be permitted after 3:40 p.m.

Special Procedures on Limitation of Entry of Orders and Publication of Imbalances
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You must, as stated above and required for all stocks, enter all MOC orders, by 3:40 p.m. eastern time. It
should be noted that pursuant to the newly amended Rule 13, limit-at-the-close orders may be entered in any
stock for execution on the close, in addition to market-on-close orders.

As soon as possible after 3:40 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:40 p.m. in the pilot stocks, and other stocks may also publish MOC
imbalances. No MOC or LOC orders will be permitted in any stock that does not publish an imbalance. While
MOC orders previously entered may be cancelled or reduced in size until 3:40 p.m., once a publication of an
imbalance in a stock has been made, any MOC or LOC orders subsequently entered in such stock will be
accepted only to trade on the opposite side of the market in relation to such published imbalance.

The liquidation of positions relating to a strategy involving any stock index futures, stock index options, or
options on stock index futures using MOC orders entered after 3:40 p.m. is not permitted, even if such orders
might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC or LOC orders, the imbalance of MOC orders
published as of 3:40 p.m. may not reflect the imbalance that exists at the close.

Printing at the Close

Where there is an imbalance in MOC orders, the imbalance shall, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The specialist shall then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction should be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they shall be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

“G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

Rule 80A

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on the last trade date prior to each month's expiration.

If an MOC index arbitrage order to establish or increase a position is entered, and Rule 80A subsequently
goes into effect, the MOC order must be cancelled, regardless of the time Rule 80A goes into effect. If Rule
80A goes into effect prior to 3:40 p.m., the MOC order may be reentered with the appropriate tick restriction.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

63

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE13/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D11%28a%29%281%29%28G%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE90/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D11%28a%29%281%29%28G%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


If Rule 80A goes into effect after 3:40 p.m., and there is a published imbalance in the subject stock, the MOC
order may be reentered, with the appropriate tick restriction, to offset the imbalance.

Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a)(2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. David Fisch at (212) 656-6769 or Ms.
Carol Krusik at (212) 656-4597.

Robert J. McSweeney

Senior Vice President

                            

Attachments

         

Expiration Friday Pilot Stocks - August 16, 1996

   ABT              ABBOTT LABORATORIES

   AHP              AMERICAN HOME PRODUCTS CORPORATION

   AIG              AMERICAN INTERNATIONAL GROUP INC.

   AIT              AMERITECH CORP.

   AN               AMOCO CORPORATION

   AXP              AMERICAN EXPRESS COMPANY
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   BA               BOEING COMPANY

   BAC              BANKAMERICA CORPORATION

   BEL              BELL ATLANTIC CORPORATION

   BLS              BELLSOUTH CORPORATION

   BMY              BRISTOL MYERS SQUIBB COMPANY

   *C               CHRYSLER CORPORATION

   CCI              CITICORP

   CHV              CHEVRON CORPORATION

   CMB              CHASE MANHATTAN CORP.

   COL              COLUMBIA HEALTHCARE CORP.

   DD               DU PONT COMPANY

   DIS              WALT DISNEY COMPANY

   DOW              DOW CHEMICAL COMPANY

   EK               EASTMAN KODAK COMPANY

   F                FORD MOTOR COMPANY

   FNM              FEDERAL NATIONAL MORTGAGE ASSOCIATION
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   G                GILLETTE COMPANY

   GE               GENERAL ELECTRIC COMPANY

   GM               GENERAL MOTORS CORPORATION

   GTE              GTE CORPORATION

   HD               HOME DEPOT INC.

   HWP              HEWLETT-PACKARD COMPANY

   IBM              INTERNATIONAL BUSINESS MACHINES CORP.

   IP               INTERNATIONAL PAPER COMPANY

   JNJ              JOHNSON AND JOHNSON

   KO               COCA-COLA COMPANY

   LLY              ELI LILLY AND COMPANY

   MCD              MCDONALDS CORPORATION

   MMM              MINNESOTA MINING AND MANUFACTURING

   MO               PHILIP MORRIS COS. INC.

   MOB              MOBIL CORPORATION

   MOT              MOTOROLA INC.
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   MRK              MERCK AND COMPANY INC.

   NB               NATIONSBANK CORP.

   PG               PROCTER AND GAMBLE COMPANY

   PEP              PEPSICO INC.

   PFE              PFIZER INC.

   PNU              PHARMACIA AND UPJOHN INC.

   RD               ROYAL DUTCH PETROLEUM COMPANY

   S                SEARS ROEBUCK AND CO.

   SBC              SOUTHWESTERN BELL CORPORATION

   T                AMERICAN TELEPHONE AND TELEGRAPH

   TX               TEXACO INC.

   UN               UNILEVER NV

   WFC              WELLS FARGO & COMPANY

   WMT              WAL-MART STORES INC.

   XON              EXXON CORPORATION

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of August 2, 1996
and the 20 Major Market Index stocks. The indicated (*) stock has been added to the list. KMB and SGP have
been deleted.
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MidCap Index Expiration Friday Stocks - August 16, 1996

   *AFL        AFLAC Inc.

   BEN         Franklin Resources Inc.

   CCE         Coca-Cola Enterprises Inc.

   FRO         Frontier Corp.

   HFS         HFS Incorporated

   HRC         HEALTHSOUTH Corporation

   MIR         Mirage Resorts Inc.

   SCH         Charles Schwab Corp.

   SEG         Seagate Technology Inc.

   TMO         Thermo Electron Corp.

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of August 2,
1996. The indicated (*) stock has been added to the list. CAH has been deleted.

MEMORANDUM

Date: August 9, 1996

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) Orders and Limit-at-
the-Close (LOC) Orders

Openings
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1Q Can “limit at the opening” (“limit OPG”) orders be entered in the stocks that are not among the
stocks included in the pilot?

1A Yes. “Limit OPG” orders are permitted in all stocks on expiration Friday. Those orders related to a strategy
in expiring contracts must be entered by 9:00 a.m.

2Q. When can specialists obtain an OARS status request?

2A. At any time after 7:30 a.m., in any stock. (Specialists should review OARS inquiry, freeze and opening
procedures to avoid problems.)

3Q. Must specialists wait until 9:27 a.m. to start the ITS pre-opening application?

3A. No. ITS Pre-Opening notifications may be issued beginning at 9:00 a.m.

4Q. Are “G” orders to sell short at the market handled differently at the opening than at the close on
expiration day?

4A. Yes, “G” short market orders are covered by two different procedures. At the opening they are handled
as they are on any other day. “G” short market orders must yield to all public limit orders at the lowest valid
short tick. At any higher price the “G” shorts need not yield. At the close, “G” market shorts must yield to all
limit orders at the sale price, even if that price is higher than the first valid short tick.

5Q. How should specialists and Floor Officials handle requests to “hold the opening” in the pilot
stocks?

5A. The Exchange has added auxiliary and early procedures with the express purpose of providing a prompt
opening in all stocks, not just the 50 pilot stocks. Brokers should be told to have their opening interest
represented by 9:30 a.m., and assuming adequate pricing information re: substantial disparity from the close,
all stocks should be opened as quickly after 9:30 as possible.

MOC Orders and LOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

2A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

   

Example #1  200,000 buy MOC

                

50,000 sell MOC

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

69

http://researchhelp.cch.com/License_Agreement.htm


                

50,000 sell plus MOC

                

25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

   

Example #2  100,000 sell MOC

                

50,000 buy MOC

                

25,000 buy minus MOC

                

25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000−B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

3Q How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4 - 1/2 - last sale 20 3/8

3A If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the existing 20 1/2 sell limit orders have
priority over the MOC sell plus and sell short orders which in this case are treated like limit orders. On the
other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the MOC sell plus or sell short
orders are treated as marketable orders which go ahead of the 20 1/2 sell limit orders.
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In the case of a MOC buy minus order, if the last sale was a “plus” or “zero plus” tick, all limit orders at 20
1/4 would have priority. If the last sale was a “minus” or “zero minus” tick, the MOC buy minus orders are
marketable and go ahead of the 20 1/4 limit orders.

4Q. Are MOC “short” at-the-close orders permitted?

4A. Firms may enter “short” MOC orders.

5Q. Should brokers in the Crowd give the specialist their MOC orders prior to 3:40 p.m.? How should
they be handled by the specialist?

5A. In all stocks, any brokers in the Crowd handling any MOC orders must either give their orders to the
specialist or communicate their irrevocable interest to the specialist by 3:40 p.m., to allow the specialist to
arrange a closing price.

6Q. Can MOC orders be cancelled after 3:40 p.m.?

6A. Firms may not enter MOC cancellations or reduce MOC orders in size after 3:40 p.m. No broker or
specialist can accept cancellation instructions on any MOC order after 3:40 p.m., except to correct a bona fide
error.

7Q. How are “limit or MOC” orders handled by specialists? How are “working” orders with
instructions to complete MOC handled by brokers?

7A. As with a simple MOC order, specialists and Floor brokers may not accept “limit or MOC” orders
after 3:40 p.m. “Limit or MOC” orders entered with the specialist before 3:40 p.m. will be considered to be
irrevocable MOC orders on the unexecuted portion as of 3:40 p.m., unless cancelled with the specialist prior
to that time.

When a broker represents a “working” order with instructions to complete MOC, by 3:40 p.m., the broker must
either enter a MOC order with the specialist or communicate his or her irrevocable interest to the specialist
with respect to any portion to be executed on a MOC basis. What portion the broker enters/commits would be
based upon the market characteristics of the stock, and his or her reasonable expectation of execution given
market conditions in the stock from 3:40 p.m. to the close.

8Q. Can MOC orders be entered in the pilot stocks if a “No Imbalance” notice is published at 3:40
p.m.?

8A. No MOC orders may be entered if a “No Imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.

9Q. Are limit-at-the-close (LOC) orders permitted?

9A. Yes. LOC orders are permitted in all stocks. LOC orders may be entered only to offset published
imbalances of market-at-the-close (“MOC”) orders and must be entered by 3:55 p.m. LOC orders are
irrevocable once entered, except in the case of legitimate error.

10Q. What is the priority sequence for execution of LOC orders?

10A. Marketable LOC orders are treated as market orders and must be executed. Such orders include better-
priced (i.e., orders with a limit price better than the closing price) LOC orders to buy and sell long (including
“G” orders) and better-priced LOC orders to sell short or sell plus, if the closing price would represent a
“double plus tick”.

LOC orders limited to the closing price and better-priced LOC orders to sell short and sell plus that could not
be executed at a price lower than the actual close are sequenced by time priority among themselves, but
behind all other orders at the closing price, and may be executed, depending on the size of the imbalance to
be offset.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.
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July 22, 1996

  

Market Surveillance

 TO: All Members and Member Organizations/Chief Operating Officers

SUBJECT: Amendments to Rule 80B

The Securities and Exchange Commission has recently approved amendments to Rule 80B (Trading Halts
Due to Extraordinary Market Volatility). These amendments shorten the time frames of Exchange-wide
trading halts during periods of extreme market volatility. The revised provisions of the rule (attached as
Exhibit A) are effective immediately.

The amendments provide that if the Dow Jones Industrial Average SM (“DJIA”) declines 250 or more points
below its closing value on the previous trading day, the Exchange shall halt trading in all stocks and may not
reopen for thirty minutes. If the DJIA subsequently falls 400 points below the previous day's close, trading in
stocks on the Exchange will halt and may not reopen for one hour.

If a 250-point decline occurs at or after 3:30 p.m., or if a 400-point decline occurs at or after 3:00 p.m., the
Exchange will not reopen for trading that day. In that event, market-on-close (“MOC”) orders will be cancelled,
and NYSE Crossing Sessions will not take place.

These revised time frames for halting trading have been co-ordinated with other U.S. markets. Questions
concerning any matters discussed in this Information Memo may be addressed to Brian McNamara at (212)
656-7086 or Donald Siemer at (212) 656-6940.

Robert J. McSweeney

Senior Vice President

Attachments

EXHIBIT A

Additions Underscored

Deletions [bracketed]

Rule 80B. Trading Halts Due to Extraordinary Market Volatility

If the Dow Jones Industrial Average SM 1   reaches a value 250 or more points below its closing value on the
previous trading day, trading in stocks shall halt on the Exchange and may not reopen for [one hour] thirty
minutes .If, on the same day, the average subsequently reaches a value 400 or more points below the closing
value, trading in stocks shall halt on the Exchange and may not reopen for [two] one hour[s].

… Supplementary Material:

.10 The restrictions in this Rule 80B shall apply whenever the Dow Jones Industrial Average reaches the
trigger values notwithstanding the fact that, at any given time, the calculation of the value of the average may
be based on the prices of less than all of the stocks included in the average.
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.20 The reopening of trading following a trading halt under this Rule 80B shall be conducted pursuant
to procedures adopted by the Exchange and communicated by notice to its members and member
organizations.

[.30 If the 250-point trigger is reached at or after 3:00 p.m., or if the 400-point trigger is reached at or after
2:00 p.m., trading in stocks shall halt for the remainder of the day; provided, however, that if the 250-point
trigger is reached between 3:00 p.m. and 3:30 p.m., or the 400-point trigger is reached between 2:00 p.m.
and 3:00 p.m., the Exchange may use abbreviated reopening procedures either to permit trading to reopen
before 4:00 p.m. or to establish closing prices.]

[.40]

.30 Nothing in this Rule 80B should be construed to limit the ability of the Exchange to otherwise halt or
suspend the trading in any stock or stocks traded on the Exchange pursuant to any other Exchange rule or
policy.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  "Dow Jones Industrial Average" is a service mark of Dow Jones & Company, Inc.
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July 12, 1996

  

Market Surveillance

 PLEASE NOTE: LOC ORDERS MAY BE ENTERED IN ANY STOCK TO OFFSET PUBLISHED
IMBALANCES OF MARKET-AT-THE-CLOSE ORDERS AND MUST BE ENTERED BY 3:55 P.M. LOC
ORDERS ARE IRREVOCABLE ONCE ENTERED.

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Revised Procedures for Handling Market-on-Close Orders on
July 19, 1996 (“Expiration Friday”)

The Securities and Exchange Commission has approved an amendment to the expiration policy. Effective
June 16, 1995, no market-on-close (“MOC”) orders may be entered in any stock after 3:40 p.m. However,
orders unrelated to expiring index arbitrage may be entered to offset published imbalances. The cutoff
time applies to all MOC orders in all stocks , even orders not related to a strategy involving any stock index
futures, stock index options or options on stock index futures. Detailed discussion can be found on Page 4 of
this memo.

The following summarizes key aspects of the expiration policy.

•AUXILIARY OPENING PROCEDURES WILL BE IN EFFECT THIS MONTH AND EVERY MONTH FOR
SELECTED MIDCAP STOCKS AS WELL AS REGULAR PILOT STOCKS.

•NO MOC ORDERS MAY BE ENTERED AFTER 3:40 P.M. IN ANY STOCK. FLOOR BROKERS
REPRESENTING SUCH ORDERS MUST COMMUNICATE THEIR IRREVOCABLE MOC INTEREST TO
THE SPECIALIST BY 3:40 P.M.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:40 P.M. IN ANY STOCK.

•AS SOON AS PRACTICABLE, AFTER 3:40 P.M., PILOT STOCKS MUST PUBLISH ANY MOC
IMBALANCE OF 50,000 SHARES OR MORE, OR PUBLISH A NO IMBALANCE STATUS. OTHER
STOCKS MAY PUBLISH AN MOC IMBALANCE. AFTER 3:40 P.M., MOC ORDERS NOT RELATED TO AN
EXPIRING STRATEGY MAY ONLY BE ENTERED TO OFFSET PUBLISHED IMBALANCES.

•LOC ORDERS MAY BE ENTERED IN ANY STOCK TO OFFSET PUBLISHED IMBALANCES. REFER TO
PAGE 3 FOR DETAILS.

DETAILED DISCUSSION IS PROVIDED ON THE FOLLOWING PAGES.

The July 19, 1996 expiration Friday pilot stock lists are attached. Please note that only opening procedures
apply to the MidCap-related list.

OPENING PROCEDURES

For each monthly expiration, several auxiliary procedures are necessary to integrate stock orders relating to
expiring contracts into NYSE's opening procedures in a manner that assures an efficient market opening in
each stock as close to 9:30 a.m. as possible. The auxiliary opening procedures applicable on July 19, 1996
are:
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Order Entry

Stock orders relating to index contracts whose settlement pricing is based upon the July 19, 1996 opening
prices must be received by SuperDot or by the specialist by 9:00 a.m.

- These orders may be cancelled or reduced in size. 1 

- Stock orders relating to index contracts whose settlement pricing is not based upon the July 19, 1996
opening prices may be entered after 9:00 a.m.

To facilitate early order entry, SuperDot (1) will begin accepting orders at 7:30 a.m. and (2) will accept market
orders of 30,099 shares or less.

“Limit-at-the-opening” (“limit OPG”) orders are permitted, including delivery through Exchange systems.

- Ordinary limit orders may also be entered.

Order Identification

Stock orders relating to opening-price settling contracts must be identified “OPG.”

- Firms entering these orders through SuperDot, but unable to identify orders as “OPG”, may use a unique
branch code or firm identifier (mnemonic) to identify these orders. The NYSE Market Surveillance Division (11
Wall Street, 10th Floor) must be advised of the branch code or identifier by July 22, 1996.

- Firms unable to identify these orders in either way, and firms not using SuperDot, must submit a list of all
these orders and related details to the NYSE Market Surveillance Division by July 22, 1996.

Dissemination of Order Imbalances

For any of the pilot stocks and for ten selected S&P MidCap 400 Index stocks (lists attached) having a market
order imbalance of 50,000 shares or more at 9:00 a.m., the NYSE will disseminate the size of the order
imbalance via the low-speed ticker and the news services as promptly as practicable after 9:00 a.m.

Dissemination of Indications

Except for the auxiliary procedures described above, all stocks, including the pilot stocks and selected
MidCap stocks, are subject to the regular NYSE opening procedures, including price indications where a
substantial price change is anticipated. Dissemination of an indication is mandatory for an opening which
will result in a price change constituting the lesser of 10% or three points from the prior NYSE close, or five
points if the previous close is $100 or higher, unless the price change is less than one point. Fifteen minutes
must elapse between a first indication and a stock's opening. However, when more than one indication is
necessary, a stock may open (1) five minutes after the last indication when it overlaps the prior indication
(e.g., 51 - 53 overlaps 50 - 52, but does not overlap 53 - 55) and (2) ten minutes after the last indication when
it does not overlap the prior indication, provided that 15 minutes must have elapsed from the dissemination of
the first indication.

PROCEDURES RELATING TO THE CLOSE

Limit-At-The-Close (“LOC”) Orders

Effective July 28, 1995, LOC orders may be entered in any stock providing that they offset published
imbalances.

Current procedures require MOC imbalances of 50,000 shares or more in the pilot stocks to be published on
the tape as soon as practicable after 3:40 p.m. on expiration days, including expiration Fridays. At that time,
other stocks may also publish MOC imbalances. LOC orders may be entered only if imbalances have been
published and must be entered by 3:55 p.m. On expiration days, LOC orders are irrevocable once entered,
except in the case of legitimate error.
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No LOC orders related to a strategy including any stock index futures, stock index options or options on stock
index futures in expiring contracts may be entered in any stock.

An LOC order is one that is entered for execution at the closing price provided that the closing price is at or
within the limit specified. LOC orders may be entered only to offset published imbalances of market-on-close
(“MOC”) orders. They are prioritized on the specialist's book by time of entry and go behind all other orders
on the specialist's book at that price. LOC orders with prices that are better than the closing prices in the
subject security are guaranteed an execution, unless there is a trading halt in the security. LOC orders at the
closing price are executed in order of time priority with respect to other LOC orders, but are not guaranteed
an execution.

Market-On-Close Orders

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. THIS APPLIES
TO MOC ORDERS IN ALL STOCKS, REGARDLESS OF WHETHER SUCH ORDERS RELATE TO A
STRATEGY INVOLVING any stock index futures, stock index options, or options on stock index futures.
These procedures have been filed as a rule with the SEC.

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

MOC Order Entry

The cut-off time is 3:40 p.m. for the entry of all MOC orders, regardless of whether they relate to a strategy
including any expiring stock index futures, stock index options or options on stock index futures. This
requirement applies to all stocks not just pilot stocks. Floor brokers representing any MOC orders must
communicate their irrevocable MOC interest to the specialist by 3:40 p.m. These closing procedures will be
implemented with the July 19, 1996 expiration.

To facilitate the determination of order imbalances before the close, no MOC order may be entered in any
stock after 3:40 p.m. except to offset a published imbalance. This will contribute to a more accurate picture,
earlier, of the interest in any stock at the close.

For the limited exception that relates to entry of MOC orders to offset published imbalances, refer to the
material below.

Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:40 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will continue to be permitted after 3:40 p.m.

Special Procedures on Limitation of Entry of Orders and Publication of Imbalances

You must, as stated above and required for all stocks, enter all MOC orders, by 3:40 p.m. eastern time. It
should be noted that pursuant to the newly amended Rule 13, limit-at-the-close orders may be entered in any
stock for execution on the close, in addition to market-on-close orders.
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As soon as possible after 3:40 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:40 p.m. in the pilot stocks, and other stocks may also publish MOC
imbalances. No MOC or LOC orders will be permitted in any stock that does not publish an imbalance. While
MOC orders previously entered may be cancelled or reduced in size until 3:40 p.m., once a publication of an
imbalance in a stock has been made, any MOC or LOC orders subsequently entered in such stock will be
accepted only to trade on the opposite side of the market in relation to such published imbalance.

The liquidation of positions relating to a strategy involving any stock index futures, stock index options, or
options on stock index futures using MOC orders entered after 3:40 p.m. is not permitted, even if such orders
might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC or LOC orders, the imbalance of MOC orders
published as of 3:40 p.m. may not reflect the imbalance that exists at the close.

Printing at the Close

Where there is an imbalance in MOC orders, the imbalance shall, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The specialist shall then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction should be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they shall be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

“G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

Rule 80A

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on the last trade date prior to each month's expiration.

If an MOC index arbitrage order to establish or increase a position is entered, and Rule 80A subsequently
goes into effect, the MOC order must be cancelled, regardless of the time Rule 80A goes into effect. If Rule
80A goes into effect prior to 3:40 p.m., the MOC order may be reentered with the appropriate tick restriction.
If Rule 80A goes into effect after 3:40 p.m., and there is a published imbalance in the subject stock, the MOC
order may be reentered, with the appropriate tick restriction, to offset the imbalance.

Due Diligence Requirements
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Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a)(2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. David Fisch at (212) 656-6769 or Ms.
Carol Krusik at (212) 656-4597.

Robert J. McSweeney

Senior Vice President

                            

Attachments

          

Expiration Friday Pilot Stocks - July 19, 1996

   ABT        ABBOTT LABORATORIES

   AHP        AMERICAN HOME PRODUCTS

              CORPORATION

   AIG        AMERICAN INTERNATIONAL GROUP INC.

   AIT        AMERITECH CORP.

   AN         AMOCO CORPORATION

   AXP        AMERICAN EXPRESS COMPANY
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   BA         BOEING COMPANY

   BAC        BANKAMERICA CORPORATION

   BEL        BELL ATLANTIC CORPORATION

   BLS        BELLSOUTH CORPORATION

   BMY        BRISTOL MYERS SQUIBB COMPANY

   CCI        CITICORP

   CHV        CHEVRON CORPORATION

   CMB        CHASE MANHATTAN CORP.

   COL        COLUMBIA HEALTHCARE CORP.

   DD         DU PONT COMPANY

   DIS        WALT DISNEY COMPANY

   DOW        DOW CHEMICAL COMPANY

   EK         EASTMAN KODAK COMPANY

   F          FORD MOTOR COMPANY

   FNM        FEDERAL NATIONAL MORTGAGE

              ASSOCIATION
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   G          GILLETTE COMPANY

   GE         GENERAL ELECTRIC COMPANY

   GM         GENERAL MOTORS CORPORATION

   GTE        GTE CORPORATION

   HD         HOME DEPOT INC.

   HWP        HEWLETT-PACKARD COMPANY

   IBM        INTERNATIONAL BUSINESS MACHINES

              CORP.

   IP         INTERNATIONAL PAPER COMPANY

   JNJ        JOHNSON AND JOHNSON

   *KMB       KIMBERLY CLARK CORP.

   KO         COCA-COLA COMPANY

   LLY        ELI LILLY AND COMPANY

   MCD        MCDONALDS CORPORATION

   MMM        MINNESOTA MINING AND

              MANUFACTURING
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   MO         PHILIP MORRIS COS. INC.

   MOB        MOBIL CORPORATION

   MOT        MOTOROLA INC.

   MRK        MERCK AND COMPANY INC.

   NB         NATIONSBANK CORP.

   PG         PROCTER AND GAMBLE COMPANY

   PEP        PEPSICO INC.

   PFE        PFIZER INC.

   *PNU       PHARMACIA AND UPJOHN INC.

   RD         ROYAL DUTCH PETROLEUM COMPANY

   S          SEARS ROEBUCK AND CO.

   SBC        SOUTHWESTERN BELL CORPORATION

   SGP        SCHERING PLOUGH CORP.

   T          AMERICAN TELEPHONE AND TELEGRAPH

   TX         TEXACO INC.

   UN         UNILEVER NV
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   WFC        WELLS FARGO & COMPANY

   WMT        WAL-MART STORES INC.

   XON        EXXON CORPORATION

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of July 5, 1996 and
the 20 Major Market Index stocks. The indicated (*) stock has been added to the list. C has been deleted.

           

MidCap Index Expiration Friday Stocks - July 19, 1996

   BEN    Franklin Resources Inc.

   CAH    Cardinal Health Inc.

   CCE    Coca-Cola Enterprises Inc.

   FRO    Frontier Corp.

   HFS    HFS Incorporated

   HRC    HEALTHSOUTH Corporation

   MIR    Mirage Resorts Inc.

   *SCH   Charles Schwab Corp.

   SEG    Seagate Technology Inc.

   TMO    Thermo Electron Corp.

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of July 5,
1996. The indicated (*) stocks have been added to the list. CIR has been deleted.
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MEMORANDUM

Date: July 12, 1996

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) Orders and Limit-at-
the-Close (LOC) Orders

Openings

1Q. Can “limit at the opening” (“limit OPG”) orders be entered in the stocks that are not among the
stocks included in the pilot?

1A. Yes. “Limit OPG” orders are permitted in all stocks on expiration Friday. Those orders related to a
strategy in expiring contracts must be entered by 9:00 a.m.

2Q. When can specialists obtain an OARS status request?

2A. At any time after 7:30 a.m., in any stock. (Specialists should review OARS inquiry, freeze and opening
procedures to avoid problems.)

3Q. Must specialists wait until 9:27 a.m. to start the ITS pre-opening application?

3A. No. ITS Pre-Opening notifications may be issued beginning at 9:00 a.m.

4Q. Are “G” orders to sell short at the market handled differently at the opening than at the close on
expiration day?

4A. Yes, “G” short market orders are covered by two different procedures. At the opening they are handled
as they are on any other day. “G” short market orders must yield to all public limit orders at the lowest valid
short tick. At any higher price the “G” shorts need not yield. At the close, “G” market shorts must yield to all
limit orders at the sale price, even if that price is higher than the first valid short tick.

5Q. How should specialists and Floor Officials handle requests to “hold the opening” in the pilot
stocks?

5A. The Exchange has added auxiliary and early procedures with the express purpose of providing a prompt
opening in all stocks, not just the 50 pilot stocks. Brokers should be told to have their opening interest
represented by 9:30 a.m., and assuming adequate pricing information re: substantial disparity from the close,
all stocks should be opened as quickly after 9:30 as possible.

MOC Orders and LOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

2A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.
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Example #1   200,000 buy MOC

                 

50,000 sell MOC

                 

50,000 sell plus MOC

                 

25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

   

Example #2    100,000 sell MOC

                 

050,000 buy MOC

                 

025,000 buy minus MOC

                 

025,000 sell plus MOC
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In the example #2, the MOC imbalance is 50,000 to sell (S 100,000−B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

3Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4-1/2 - last sale 20 3/8

3A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the existing 20 1/2 sell limit orders have
priority over the MOC sell plus and sell short orders which in this case are treated like limit orders. On the
other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the MOC sell plus or sell short
orders are treated as marketable orders which go ahead of the 20 1/2 sell limit orders.

In the case of a MOC buy minus order, if the last sale was a “plus” or “zero plus” tick, all limit orders at 20
1/4 would have priority. If the last sale was a “minus” or “zero minus” tick, the MOC buy minus orders are
marketable and go ahead of the 20 1/4 limit orders.

4Q. Are MOC “short” at-the-close orders permitted?

4A. Firms may enter “short” MOC orders.

5Q. Should brokers in the Crowd give the specialist their MOC orders prior to 3:40 p.m.? How should
they be handled by the specialist?

5A. In all stocks, any brokers in the Crowd handling any MOC orders must either give their orders to the
specialist or communicate their irrevocable interest to the specialist by 3:40 p.m., to allow the specialist to
arrange a closing price.

6Q. Can MOC orders be cancelled after 3:40 p.m.?

6A. Firms may not enter MOC cancellations or reduce MOC orders in size after 3:40 p.m. No broker or
specialist can accept cancellation instructions on any MOC order after 3:40 p.m., except to correct a bona fide
error.

7Q. How are “limit or MOC” orders handled by specialists? How are “working” orders with
instructions to complete MOC handled by brokers?

7A. As with a simple MOC order, specialists and Floor brokers may not accept “limit or MOC” orders
after 3:40 p.m. “Limit or MOC” orders entered with the specialist before 3:40 p.m. will be considered to be
irrevocable MOC orders on the unexecuted portion as of 3:40 p.m., unless cancelled with the specialist prior
to that time.

When a broker represents a “working” order with instructions to complete MOC, by 3:40 p.m., the broker must
either enter a MOC order with the specialist or communicate his or her irrevocable interest to the specialist
with respect to any portion to be executed on a MOC basis. What portion the broker enters/commits would be
based upon the market characteristics of the stock, and his or her reasonable expectation of execution given
market conditions in the stock from 3:40 p.m. to the close.

8Q. Can MOC orders be entered in the pilot stocks if a “No Imbalance” notice is published at 3:40
p.m.?

8A. No MOC orders may be entered if a “No Imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.

9Q. Are limit-at-the-close (LOC) orders permitted?

9A. Yes. LOC orders are permitted in all stocks. LOC orders may be entered only to offset published
imbalances of market-at-the-close (“MOC”) orders and must be entered by 3:55 p.m. LOC orders are
irrevocable once entered, except in the case of legitimate error.
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10Q. What is the priority sequence for execution of LOC orders?

10A. Marketable LOC orders are treated as market orders and must be executed. Such orders include better-
priced (i.e., orders with a limit price better than the closing price) LOC orders to buy and sell long (including
“G” orders) and better-priced LOC orders to sell short or sell plus, if the closing price would represent a
“double plus tick”.

LOC orders limited to the closing price and better-priced LOC orders to sell short and sell plus that could not
be executed at a price lower than the actual close are sequenced by time priority among themselves, but
behind all other orders at the closing price, and may be executed, depending on the size of the imbalance to
be offset.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 96-21

Click to open document in a browser

June 21, 1996

  

Market Surveillance

 PLEASE NOTE: LOC ORDERS MAY BE ENTERED IN ANY STOCK TO OFFSET PUBLISHED
IMBALANCES OF MARKET-AT-THE-CLOSE ORDERS AND MUST BE ENTERED BY 3:55 P.M. LOC
ORDERS ARE IRREVOCABLE ONCE ENTERED.

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Revised Procedures for Handling Market-on-Close Orders on
June 28, 1996 (“Quarterly Index Expiration”)

The Securities and Exchange Commission has approved an amendment to the expiration policy. Effective
June 16, 1995, no market-on-close (“MOC”) orders may be entered in any stock after 3:40 p.m. However,
orders unrelated to expiring index arbitrage may be entered to offset published imbalances. The cutoff
time applies to all MOC orders in all stocks , even orders not related to a strategy involving any stock index
options. Detailed discussion can be found on Page 2 of this memo.

The following summarizes key aspects of the expiration policy.

•NO MOC ORDERS MAY BE ENTERED AFTER 3:40 P.M. IN ANY STOCK. FLOOR BROKERS
REPRESENTING SUCH ORDERS MUST COMMUNICATE THEIR IRREVOCABLE MOC INTEREST TO
THE SPECIALIST BY 3:40 P.M.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:40 P.M. IN ANY STOCK.

•AS SOON AS PRACTICABLE, AFTER 3:40 P.M., PILOT STOCKS MUST PUBLISH ANY MOC
IMBALANCE OF 50,000 SHARES OR MORE, OR PUBLISH A NO IMBALANCE STATUS. OTHER STOCKS
MAY PUBLISH AN MOC IMBALANCE.

•AFTER 3:40 P.M., MOC ORDERS NOT RELATED TO AN EXPIRING STRATEGY MAY ONLY BE
ENTERED TO OFFSET PUBLISHED IMBALANCES.

•LOC ORDERS MAY BE ENTERED IN ANY STOCK TO OFFSET PUBLISHED IMBALANCES. REFER TO
PAGE 2 FOR DETAILS.

DETAILED DISCUSSION IS PROVIDED ON THE FOLLOWING PAGES.

The June 28, 1996 quarterly index expiration pilot stock list is attached.

PROCEDURES RELATING TO THE CLOSE

Limit-At-The-Close (“LOC”) Orders

Effective July 28, 1995, LOC orders may be entered in any stock providing that they offset published
imbalances.

Current procedures require MOC imbalances of 50,000 shares or more in the pilot stocks to be published on
the tape as soon as practicable after 3:40 p.m. on expiration days, including quarterly index expiration days.
At that time, other stocks may also publish MOC imbalances. LOC orders may be entered only if imbalances
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have been published and must be entered by 3:55 p.m. On expiration days, LOC orders are irrevocable once
entered, except in the case of legitimate error.

No LOC orders related to a strategy including any stock index futures, stock index options or options on stock
index futures in expiring contracts may be entered in any stock.

An LOC order is one that is entered for execution at the closing price provided that the closing price is at or
within the limit specified. LOC orders may be entered only to offset published imbalances of market-on-close
(“MOC”) orders. They are prioritized on the specialist's book by time of entry and go behind all other orders
on the specialist's book at that price. LOC orders with prices that are better than the closing prices in the
subject security are guaranteed an execution, unless there is a trading halt in the security. LOC orders at the
closing price are executed in order of time priority with respect to other LOC orders, but are not guaranteed
an execution.

Market-On-Close Orders

Procedures for market-on-close (“MOC”) orders are used for each quarterly expiration. THIS APPLIES
TO MOC ORDERS IN ALL STOCKS, REGARDLESS OF WHETHER SUCH ORDERS RELATE TO A
STRATEGY INVOLVING any stock index options. These procedures have been filed as a rule with the SEC.

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

MOC Order Entry

The cut-off time is 3:40 p.m. for the entry of all MOC orders, regardless of whether they relate to a strategy
including any stock index options. This requirement applies to all stocks not just pilot stocks. Floor brokers
representing any MOC orders must communicate their irrevocable MOC interest to the specialist by 3:40 p.m.

To facilitate the determination of order imbalances before the close, no MOC order may be entered in any
stock after 3:40 p.m. except to offset a published imbalance. This will contribute to a more accurate picture,
earlier, of the interest in any stock at the close.

For the limited exception that relates to entry of MOC orders to offset published imbalances, refer to the
material below.

Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:40 p.m.

Cancellations to correct a legitimate error, however, will continue to be permitted after 3:40 p.m.

Special Procedures on Limitation of Entry of Orders and Publication of Imbalances

You must, as stated above and required for all stocks, enter all MOC orders, by 3:40 p.m. eastern time. It
should be noted that pursuant to the newly amended Rule 13, limit-at-the-close orders may be entered in any
stock for execution on the close, in addition to market-on-close orders.

As soon as possible after 3:40 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:40 p.m. in the pilot stocks, and other stocks may also publish MOC
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imbalances. No MOC or LOC orders will be permitted in any stock that does not publish an imbalance. While
MOC orders previously entered may be cancelled or reduced in size until 3:40 p.m., once a publication of an
imbalance in a stock has been made, any MOC or LOC orders subsequently entered in such stock will be
accepted only to trade on the opposite side of the market in relation to such published imbalance.

The liquidation of positions relating to a strategy involving any stock index options, using MOC orders entered
after 3:40 p.m. is not permitted, even if such orders might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC or LOC orders, the imbalance of MOC orders
published as of 3:40 p.m. may not reflect the imbalance that exists at the close.

Printing at the Close

Where there is an imbalance in MOC orders, the imbalance shall, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The specialist shall then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction should be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they shall be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

“G” Orders

Proprietary orders represented pursuant to Section 11(a) (1) (G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a) (1) (G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

Rule 80A

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on the last trade date prior to each month's expiration.

If an MOC index arbitrage order to establish or increase a position is entered, and Rule 80A subsequently
goes into effect, the MOC order must be cancelled, regardless of the time Rule 80A goes into effect. If Rule
80A goes into effect prior to 3:40 p.m., the MOC order may be reentered with the appropriate tick restriction.
If Rule 80A goes into effect after 3:40 p.m., and there is a published imbalance in the subject stock, the MOC
order may be reentered, with the appropriate tick restriction, to offset the imbalance.

Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
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the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a) (2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. David Fisch at (212) 656-6769 or Ms.
Carol Krusik at (212) 656-4597.

Robert J. McSweeney

Senior Vice President

                                   

Attachments

          

Quarterly Index Expiration Friday Pilot Stocks - June 28, 1996

   ABT        ABBOTT LABORATORIES

   AHP        AMERICAN HOME PRODUCTS CORPORATION

   AIG        AMERICAN INTERNATIONAL GROUP INC.

   AIT        AMERITECH CORP.

   AN         AMOCO CORPORATION

   AXP        AMERICAN EXPRESS COMPANY

   BA         BOEING COMPANY

   BAC        BANKAMERICA CORPORATION
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   BEL        BELL ATLANTIC CORPORATION

   BEN        FRANKLIN RESOURCES INC.

   BLS        BELLSOUTH CORPORATION

   BMY        BRISTOL MYERS SQUIBB COMPANY

   C          CHRYSLER CORPORATION HOLDING CO.

   *CAH       CARDINAL HEALTH INC.

   *CCE       COCA-COLA ENTERPRISES INC.

   CCI        CITICORP

   CHV        CHEVRON CORPORATION

   *CIR       CIRCUS CIRCUS ENTERPRISES INC.

   *CMB       CHASE MANHATTAN CORP.

   COL        COLUMBIA HEALTHCARE CORP.

   DD         DU PONT COMPANY

   DIS        WALT DISNEY COMPANY

   DOW        DOW CHEMICAL COMPANY

   EK         EASTMAN KODAK COMPANY
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   F          FORD MOTOR COMPANY

   FNM        FEDERAL NATIONAL MORTGAGE ASSOCIATION

   FRO        FRONTIER CORP.

   G          GILLETTE COMPANY

   GE         GENERAL ELECTRIC COMPANY

   GM         GENERAL MOTORS CORPORATION

   GTE        GTE CORPORATION

   *HD        HOME DEPOT INC.

   HFS        HFS INCORPORATED

   HRC        HEALTHSOUTH CORPORATION

   HWP        HEWLETT-PACKARD COMPANY

   IBM        INTERNATIONAL BUSINESS MACHINES CORP.

   IP         INTERNATIONAL PAPER COMPANY

   JNJ        JOHNSON AND JOHNSON

   KO         COCA-COLA COMPANY

   LLY        ELI LILLY AND COMPANY
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   MCD        MCDONALDS CORPORATION

   *MIR       MIRAGE RESORTS INC.

   MMM        MINNESOTA MINING AND MANUFACTURING

   MO         PHILIP MORRIS COS. INC.

   MOB        MOBIL CORPORATION

   MOT        MOTOROLA INC.

   MRK        MERCK AND COMPANY INC.

   NB         NATIONSBANK CORP.

   PG         PROCTER AND GAMBLE COMPANY

   PEP        PEPSICO INC.

   PFE        PFIZER INC.

   RD         ROYAL DUTCH PETROLEUM COMPANY

   S          SEARS ROEBUCK COMPANY

   SBC        SOUTHWESTERN BELL CORPORATION

   SEG        SEAGATE TECHNOLOGY INC.

   SGP        SCHERING PLOUGH CORP.
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   T          AMERICAN TELEPHONE AND TELEGRAPH

   TMO        THERMO ELECTRON CORP.

   *TX        TEXACO INC.

   UN         UNILEVER N.V.

   *WFC       WELLS FARGO AND CO.

   WMT        WAL-MART STORES INC.

   XON        EXXON CORPORATION

This list consists of the 50 highest weighted S&P 500 stocks, the 20 Major Market Index stocks, and the 10
highest capitalized stocks of the S&P Midcap 400 Index, based on market values as of June 7, 1996. The
indicated (*) stocks have been added to the list since the last QIX pilot. AFL, AOC, EMC, KMB, NYN, PNU,
SCH, and TRV have been deleted.

MEMORANDUM

Date: June 21, 1996

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Quarterly Index Expiration” Market-on-Close (MOC) Orders and
Limit-at-the-Close (LOC) Orders

MOC and LOC Orders

1.Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2.Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

2A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.
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Example # 1   200,000 buy MOC

                  

50,000 sell MOC

                  

50,000 sell plus MOC

                  

25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

   

Example #2   100,000 sell MOC

                 

50,000 buy MOC

                 

25,000 buy minus MOC

                 

25,000 sell plus MOC
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In the example #2, the MOC imbalance is 50,000 to sell (S 100,000−B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

3.Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4-1/2 - last sale 20 3/8

3.A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the existing 20 1/2 sell limit orders have
priority over the MOC sell plus and sell short orders which in this case are treated like limit orders. On the
other hand if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the MOC sell plus and sell short
orders are treated as marketable orders which go ahead of the 20 1/2 sell limit orders.

In the case of a MOC buy minus order, if the last sale was a “plus” or “zero plus” tick, all limit orders at 20
1/4 would have priority. If the last sale was a “minus” or “zero minus” tick, the MOC buy minus orders are
marketable and go ahead of the 20 1/4 limit orders.

4.Q. Are MOC “short” at-the-close orders permitted?

4A. Firms may enter “short” MOC orders.

5.Q. Should brokers in the Crowd give the specialist their orders prior to 3:40 p.m.? How should they
be handled by the specialist?

5A. In all stocks, any brokers in the Crowd handling any MOC orders must either give their orders to the
specialist or communicate their irrevocable interest to the specialist by 3:40 p.m., to allow the specialist to
arrange a closing price.

6Q. Can MOC orders be cancelled after 3:40 p.m.?

6A. Firms may not enter MOC cancellations or reduce MOC orders in size after 3:40 p.m. No broker or
specialist can accept cancellation instructions on any MOC order after 3:40 p.m., except to correct a bona fide
error.

7Q. How are “limit or MOC” orders handled by specialists? How are “working” orders with
instructions to complete MOC handled by brokers?

7A. As with a simple MOC order, specialists and Floor brokers may not accept “limit or MOC” orders
after 3:40 p.m. “Limit or MOC” orders entered with the specialist before 3:40 p.m. will be considered to be
irrevocable MOC orders on the unexecuted portion as of 3:40 p.m., unless cancelled with the specialist prior
to that time.

When a broker represents a “working” order with instructions to complete MOC, by 3:40 p.m., the broker must
either enter a MOC order with the specialist or communicate his or her irrevocable interest to the specialist
with respect to any portion to be executed on a MOC basis. What portion the broker enters/commits would be
based upon the market characteristics of the stock, and his or her reasonable expectation of execution given
market conditions in the stock from 3:40 p.m. to the close.

8Q. Can MOC orders be entered in the pilot stocks if a “No Imbalance” notice is published at 3:40
p.m.?

8A. No MOC orders may be entered if a “No Imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.

9Q. Are limit-at-the-close (LOC) orders permitted?

9A. Yes. LOC orders are permitted in all stocks. LOC orders may be entered only to offset published
imbalances of market-at-the-close (“MOC”) orders and must be entered by 3:55 p.m. LOC orders are
irrevocable once entered, except in case of legitimate error.
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10Q. What is the priority sequence for execution of LOC orders?

10A. Marketable LOC orders are treated as market orders and must be executed. Such orders include better-
priced (i.e., orders with a limit price better than the closing price) LOC orders to buy and sell long (including
“G” orders) and better-priced LOC orders to sell short or sell plus, if the closing price would represent a
“double plus tick”.

LOC orders limited to the closing price and better-priced LOC orders to sell short and sell plus that could not
be executed at a price lower than the actual close are sequenced by time priority among themselves, but
behind all other orders at the closing price, and may be executed, depending on the size of the imbalance to
be offset.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 96-20
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June 14, 1996

  

Market Surveillance

 PLEASE NOTE: LOC ORDERS MAY BE ENTERED IN ANY STOCK TO OFFSET PUBLISHED
IMBALANCES OF MARKET-AT-THE-CLOSE ORDERS AND MUST BE ENTERED BY 3:55 P.M. LOC
ORDERS ARE IRREVOCABLE ONCE ENTERED.

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Revised Procedures for Handling Market-on-Close Orders on
June 21, 1996 (“Expiration Friday”)

The Securities and Exchange Commission has approved an amendment to the expiration policy. Effective
June 16, 1995, no market-on-close (“MOC”) orders may be entered in any stock after 3:40 p.m. However,
orders unrelated to expiring index arbitrage may be entered to offset published imbalances. The cutoff
time applies to all MOC orders in all stocks , even orders not related to a strategy involving any stock index
futures, stock index options or options on stock index futures. Detailed discussion can be found on Page 4 of
this memo.

The following summarizes key aspects of the expiration policy.

•AUXILIARY OPENING PROCEDURES WILL BE IN EFFECT THIS MONTH AND EVERY MONTH FOR
SELECTED MIDCAP STOCKS AS WELL AS REGULAR PILOT STOCKS.

•NO MOC ORDERS MAY BE ENTERED AFTER 3:40 P.M. IN ANY STOCK. FLOOR BROKERS
REPRESENTING SUCH ORDERS MUST COMMUNICATE THEIR IRREVOCABLE MOC INTEREST TO
THE SPECIALIST BY 3:40 P.M.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:40 P.M. IN ANY STOCK.

•AS SOON AS PRACTICABLE, AFTER 3:40 P.M., PILOT STOCKS MUST PUBLISH ANY MOC
IMBALANCE OF 50,000 SHARES OR MORE, OR PUBLISH A NO IMBALANCE STATUS. OTHER STOCKS
MAY PUBLISH AN MOC IMBALANCE.

•AFTER 3:40 P.M., MOC ORDERS NOT RELATED TO AN EXPIRING STRATEGY MAY ONLY BE
ENTERED TO OFFSET PUBLISHED IMBALANCES.

•LOC ORDERS MAY BE ENTERED IN ANY STOCK TO OFFSET PUBLISHED IMBALANCES. REFER TO
PAGE 3 FOR DETAILS.

DETAILED DISCUSSION IS PROVIDED ON THE FOLLOWING PAGES.

The June 21, 1996 expiration Friday pilot stock lists are attached. Please note that only opening procedures
apply to the MidCap-related list.

OPENING PROCEDURES

For each monthly expiration, several auxiliary procedures are necessary to integrate stock orders relating to
expiring contracts into NYSE's opening procedures in a manner that assures an efficient market opening in
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each stock as close to 9:30 a.m. as possible. The auxiliary opening procedures applicable on June 21, 1996
are:

Order Entry

Stock orders relating to index contracts whose settlement pricing is based upon the June 21, 1996 opening
prices must be received by SuperDot or by the specialist by 9:00 a.m.

- These orders may be cancelled or reduced in size. 1 

- Stock orders relating to index contracts whose settlement pricing is not based upon the June 21, 1996
opening prices may be entered after 9:00 a.m.

To facilitate early order entry, SuperDot (1) will begin accepting orders at 7:30 a.m. and (2) will accept market
orders of 30,099 shares or less.

“Limit-at-the-opening” (“limit OPG”) orders are permitted, including delivery through Exchange systems.

- Ordinary limit orders may also be entered.

Order Identification

Stock orders relating to opening-price settling contracts must be identified “OPG.”

- Firms entering these orders through SuperDot, but unable to identify orders as “OPG”, may use a unique
branch code or firm identifier (mnemonic) to identify these orders. The NYSE Market Surveillance Division (11
Wall Street, 10th Floor) must be advised of the branch code or identifier by June 24, 1996.

- Firms unable to identify these orders in either way, and firms not using SuperDot, must submit a list of all
these orders and related details to the NYSE Market Surveillance Division by June 24, 1996.

Dissemination of Order Imbalances

For any of the pilot stocks and for ten selected S&P MidCap 400 Index stocks (lists attached) having a market
order imbalance of 50,000 shares or more at 9:00 a.m., the NYSE will disseminate the size of the order
imbalance via the low-speed ticker and the news services as promptly as practicable after 9:00 a.m.

Dissemination of Indications

Except for the auxiliary procedures described above, all stocks, including the pilot stocks and selected
MidCap stocks, are subject to the regular NYSE opening procedures, including price indications where a
substantial price change is anticipated. Dissemination of an indication is mandatory for an opening which
will result in a price change constituting the lesser of 10% or three points from the prior NYSE close, or five
points if the previous close is $100 or higher, unless the price change is less than one point. Fifteen minutes
must elapse between a first indication and a stock's opening. However, when more than one indication is
necessary, a stock may open (1) five minutes after the last indication when it overlaps the prior indication
(e.g., 51 - 53 overlaps 50 - 52, but does not overlap 53 - 55) and (2) ten minutes after the last indication when
it does not overlap the prior indication, provided that 15 minutes must have elapsed from the dissemination of
the first indication.

PROCEDURES RELATING TO THE CLOSE

Limit-At-The-Close (“LOC”) Orders

Effective July 28, 1995, LOC orders may be entered in any stock providing that they offset published
imbalances.

Current procedures require MOC imbalances of 50,000 shares or more in the pilot stocks to be published on
the tape as soon as practicable after 3:40 p.m. on expiration days, including expiration Fridays. At that time,
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other stocks may also publish MOC imbalances. LOC orders may be entered only if imbalances have been
published and must be entered by 3:55 p.m. On expiration days, LOC orders are irrevocable once entered,
except in the case of legitimate error.

No LOC orders related to a strategy including any stock index futures, stock index options or options on stock
index futures in expiring contracts may be entered in any stock.

An LOC order is one that is entered for execution at the closing price provided that the closing price is at or
within the limit specified. LOC orders may be entered only to offset published imbalances of market-on-close
(“MOC”) orders. They are prioritized on the specialist's book by time of entry and go behind all other orders
on the specialist's book at that price. LOC orders with prices that are better than the closing prices in the
subject security are guaranteed an execution, unless there is a trading halt in the security. LOC orders at the
closing price are executed in order of time priority with respect to other LOC orders, but are not guaranteed
an execution.

Market-On-Close Orders

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. THIS APPLIES
TO MOC ORDERS IN ALL STOCKS, REGARDLESS OF WHETHER SUCH ORDERS RELATE TO A
STRATEGY INVOLVING any stock index futures, stock index options, or options on stock index futures.
These procedures have been filed as a rule with the SEC.

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

MOC Order Entry

The cut-off time is 3:40 p.m. for the entry of all MOC orders, regardless of whether they relate to a strategy
including any expiring stock index futures, stock index options or options on stock index futures. This
requirement applies to all stocks not just pilot stocks. Floor brokers representing any MOC orders must
communicate their irrevocable MOC interest to the specialist by 3:40 p.m. These closing procedures will be
implemented with the June 21, 1996 expiration.

To facilitate the determination of order imbalances before the close, no MOC order may be entered in any
stock after 3:40 p.m. except to offset a published imbalance. This will contribute to a more accurate picture,
earlier, of the interest in any stock at the close.

For the limited exception that relates to entry of MOC orders to offset published imbalances, refer to the
material below.

Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:40 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will continue to be permitted after 3:40 p.m.

Special Procedures on Limitation of Entry of Orders and Publication of Imbalances
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You must, as stated above and required for all stocks, enter all MOC orders, by 3:40 p.m. eastern time. It
should be noted that pursuant to the newly amended Rule 13, limit-at-the-close orders may be entered in any
stock for execution on the close, in addition to market-on-close orders.

As soon as possible after 3:40 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:40 p.m. in the pilot stocks, and other stocks may also publish MOC
imbalances. No MOC or LOC orders will be permitted in any stock that does not publish an imbalance. While
MOC orders previously entered may be cancelled or reduced in size until 3:40 p.m., once a publication of an
imbalance in a stock has been made, any MOC or LOC orders subsequently entered in such stock will be
accepted only to trade on the opposite side of the market in relation to such published imbalance.

The liquidation of positions relating to a strategy involving any stock index futures, stock index options, or
options on stock index futures using MOC orders entered after 3:40 p.m. is not permitted, even if such orders
might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC or LOC orders, the imbalance of MOC orders
published as of 3:40 p.m. may not reflect the imbalance that exists at the close.

Printing at the Close

Where there is an imbalance in MOC orders, the imbalance shall, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The specialist shall then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction should be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they shall be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

“G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

Rule 80A

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on the last trade date prior to each month's expiration.

If an MOC index arbitrage order to establish or increase a position is entered, and Rule 80A subsequently
goes into effect, the MOC order must be cancelled, regardless of the time Rule 80A goes into effect. If Rule
80A goes into effect prior to 3:40 p.m., the MOC order may be reentered with the appropriate tick restriction.
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If Rule 80A goes into effect after 3:40 p.m., and there is a published imbalance in the subject stock, the MOC
order may be reentered, with the appropriate tick restriction, to offset the imbalance.

Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a)(2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. David Fisch at (212) 656-6769 or Ms.
Carol Krusik at (212) 656-4597.

Robert J. McSweeney

Senior Vice President

                             

Attachments

             

Expiration Friday Pilot Stocks - June 21, 1996

   ABT    ABBOTT LABORATORIES

   AHP    AMERICAN HOME PRODUCTS CORPORATION

   AIG    AMERICAN INTERNATIONAL GROUP INC.

   AIT    AMERITECH CORP.

   AN     AMOCO CORPORATION

   AXP    AMERICAN EXPRESS COMPANY
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   BA     BOEING COMPANY

   BAC    BANKAMERICA CORPORATION

   BEL    BELL ATLANTIC CORPORATION

   BLS    BELLSOUTH CORPORATION

   BMY    BRISTOL MYERS SQUIBB COMPANY

   C      CHRYSLER CORPORATION HOLDING CO.

   CCI    CITICORP

   CHV    CHEVRON CORPORATION

   CMB    CHASE MANHATTAN CORP.

   COL    COLUMBIA HEALTHCARE CORP.

   DD     DU PONT COMPANY

   DIS    WALT DISNEY COMPANY

   DOW    DOW CHEMICAL COMPANY

   EK     EASTMAN KODAK COMPANY

   F      FORD MOTOR COMPANY

   FNM    FEDERAL NATIONAL MORTGAGE ASSOCIATION
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   G      GILLETTE COMPANY

   GE     GENERAL ELECTRIC COMPANY

   GM     GENERAL MOTORS CORPORATION

   GTE    GTE CORPORATION

   HD     HOME DEPOT INC.

   HWP    HEWLETT-PACKARD COMPANY

   IBM    INTERNATIONAL BUSINESS MACHINES CORP.

   IP     INTERNATIONAL PAPER COMPANY

   JNJ    JOHNSON AND JOHNSON

   KO     COCA-COLA COMPANY

   LLY    ELI LILLY AND COMPANY

   MCD    MCDONALDS CORPORATION

   MMM    MINNESOTA MINING AND MANUFACTURING

   MO     PHILIP MORRIS COS. INC.

   MOB    MOBIL CORPORATION

   MOT    MOTOROLA INC.
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   MRK    MERCK AND COMPANY INC.

   NB     NATIONSBANK CORP.

   PG     PROCTER AND GAMBLE COMPANY

   PEP    PEPSICO INC.

   PFE    PFIZER INC.

   RD     ROYAL DUTCH PETROLEUM COMPANY

   S      SEARS ROEBUCK AND CO.

   SBC    SOUTHWESTERN BELL CORPORATION

   *SGP   SCHERING PLOUGH CORP.

   T      AMERICAN TELEPHONE AND TELEGRAPH

   TX     TEXACO INC.

   UN     UNILEVER NV

   WFC    WELLS FARGO & COMPANY

   WMT    WAL-MART STORES INC.

   XON    EXXON CORPORATION

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of June 7, 1996 and
the 20 Major Market Index stocks. The indicated (*) stock has been added to the list.
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MidCap Index Expiration Friday Stocks - June 21, 1996

   AFL     AFLAC Inc.

   *CAH    Cardinal Health Inc.

   *CCE    Coca-Cola Enterprises Inc.

   *CIR    Circus Circus Enterprises Inc.

   FRO     Frontier Corp.

   HFS     HFS Incorporated

   HRC     HEALTHSOUTH Corporation

   MIR     Mirage Resorts Inc.

   SEG     Seagate Technology Inc.

   TMO     Thermo Electron Corp.

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of June 7,
1996. The indicated (*) stocks have been added to the list. AFL, SCH, and STT have been deleted.

MEMORANDUM

Date: June 14, 1996

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) Orders and Limit-at-
the-Close (LOC) Orders

Openings

1Q. Can “limit at the opening” (“limit OPG”) orders be entered in the stocks that are not among the
stocks included in the pilot?
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1A. Yes. “Limit OPG” orders are permitted in all stocks on expiration Friday. Those orders related to a
strategy in expiring contracts must be entered by 9:00 a.m.

2Q. When can specialists obtain an OARS status request?

2A. At any time after 7:30 a.m., in any stock. (Specialists should review OARS inquiry, freeze and opening
procedures to avoid problems.)

3Q. Must specialists wait until 9:27 a.m. to start the ITS pre-opening application?

3A. No. ITS Pre-Opening notifications may be issued beginning at 9:00 a.m.

4Q. Are “G” orders to sell short at the market handled differently at the opening than at the close on
expiration day?

4A. Yes, “G” short market orders are covered by two different procedures. At the opening they are handled
as they are on any other day. “G” short market orders must yield to all public limit orders at the lowest valid
short tick. At any higher price the “G” shorts need not yield. At the close, “G” market shorts must yield to all
limit orders at the sale price, even if that price is higher than the first valid short tick.

5Q. How should specialists and Floor Officials handle requests to “hold the opening” in the pilot
stocks?

5A. The Exchange has added auxiliary and early procedures with the express purpose of providing a prompt
opening in all stocks, not just the 50 pilot stocks. Brokers should be told to have their opening interest
represented by 9:30 a.m., and assuming adequate pricing information re: substantial disparity from the close,
all stocks should be opened as quickly after 9:30 as possible.

MOC Orders and LOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

2A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

   

Example #1   200,000 buy MOC

                 

50,000 sell MOC
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50,000 sell plus MOC

                 

25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

   

Example #2   100,000 sell MOC

                

050,000 buy MOC

                

025,000 buy minus MOC

                

025,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000−B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

3Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4-1/2 - last sale 20 3/8

3A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the existing 20 1/2 sell limit orders have
priority over the MOC sell plus and sell short orders which in this case are treated like limit orders. On the
other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the MOC sell plus or sell short
orders are treated as marketable orders which go ahead of the 20 1/2 sell limit orders.

In the case of a MOC buy minus order, if the last sale was a “plus” or “zero plus” tick, all limit orders at 20
1/4 would have priority. If the last sale was a “minus” or “zero minus” tick, the MOC buy minus orders are
marketable and go ahead of the 20 1/4 limit orders.
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4Q. Are MOC “short” at-the-close orders permitted?

4A. Firms may enter “short” MOC orders.

5Q. Should brokers in the Crowd give the specialist their MOC orders prior to 3:40 p.m.? How should
they be handled by the specialist?

5A. In all stocks, any brokers in the Crowd handling any MOC orders must either give their orders to the
specialist or communicate their irrevocable interest to the specialist by 3:40 p.m., to allow the specialist to
arrange a closing price.

6Q. Can MOC orders be cancelled after 3:40 p.m.?

6A. Firms may not enter MOC cancellations or reduce MOC orders in size after 3:40 p.m. No broker or
specialist can accept cancellation instructions on any MOC order after 3:40 p.m., except to correct a bona fide
error.

7Q. How are “limit or MOC” orders handled by specialists? How are “working” orders with
instructions to complete MOC handled by brokers?

7A. As with a simple MOC order, specialists and Floor brokers may not accept “limit or MOC” orders
after 3:40 p.m. “Limit or MOC” orders entered with the specialist before 3:40 p.m. will be considered to be
irrevocable MOC orders on the unexecuted portion as of 3:40 p.m., unless cancelled with the specialist prior
to that time.

When a broker represents a “working” order with instructions to complete MOC, by 3:40 p.m., the broker must
either enter a MOC order with the specialist or communicate his or her irrevocable interest to the specialist
with respect to any portion to be executed on a MOC basis. What portion the broker enters/commits would be
based upon the market characteristics of the stock, and his or her reasonable expectation of execution given
market conditions in the stock from 3:40 p.m. to the close.

8Q. Can MOC orders be entered in the pilot stocks if a “No Imbalance” notice is published at 3:40
p.m.?

8A. No MOC orders may be entered if a “No Imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.

9Q. Are limit-at-the-close (LOC) orders permitted?

9A. Yes. LOC orders are permitted in all stocks. LOC orders may be entered only to offset published
imbalances of market-at-the-close (“MOC”) orders and must be entered by 3:55 p.m. LOC orders are
irrevocable once entered, except in the case of legitimate error.

10Q. What is the priority sequence for execution of LOC orders?

10A. Marketable LOC orders are treated as market orders and must be executed. Such orders include better-
priced (i.e., orders with a limit price better than the closing price) LOC orders to buy and sell long (including
“G” orders) and better-priced LOC orders to sell short or sell plus, if the closing price would represent a
“double plus tick”.

LOC orders limited to the closing price and better-priced LOC orders to sell short and sell plus that could not
be executed at a price lower than the actual close are sequenced by time priority among themselves, but
behind all other orders at the closing price, and may be executed, depending on the size of the imbalance to
be offset.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Footnotes

1  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.
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June 11, 1996

  

Member Firm Regulation

 Please Route To Margin, Options and Compliance Departments

TO: MEMBER AND MEMBER ORGANIZATIONS

ATTENTION: MANAGING PARTNER/CHIEF EXECUTIVE OFFICER AND HANDBOOK SUBSCRIBERS

SUBJECT: AMENDMENTS TO REGULATION T AND PROPOSED CHANGES TO REGULATION T

On April 24, 1996 the Board of Governors (the Board) of the Federal Reserve System approved amendments
to Regulation T and requested further comments on certain other proposed changes. Comments on proposed
changes are due to the Board no later than July 1, 1996 (see Federal Reserve System Docket No. R-923).

The substantive amendments that will become implemented; as well as the proposed changes for which the
Board has requested further comment are summarized below.

Major Amendments Effective July 1, 1996

•Permit broker-dealers to arrange for the extension of credit to or for any customer by any person providing
the broker-dealer does not willfully violate any of the Board's other regulations. Current regulations limit
broker-dealers to arranging only for transactions permitted under Regulation T.

•Allow loan value for long options and incorporate margin requirements for options transactions for both
customers and market makers into the rules of the self-regulatory organizations. Currently Regulation T
prescribes option margin requirements. This amendment will not be effective until June 1, 1997.

•Allow margin status for a convertible debt security that is convertible into a margin security. Currently
convertible debt securities must meet Regulation T criteria to be marginable.

•Allow good faith loan value for all investment grade debt securities (those within the top four rating categories
as opposed to the current top two rating categories).

•Provide “good faith” marginability for money market mutual funds and exempted security mutual funds (as
these terms are defined in Reg. T) in lieu of the current 50 percent margin required.

•Permit “pre-borrowing” where broker-dealers reasonably anticipate a short sale will occur within one
standard settlement cycle from the date of borrowing. A standard settlement cycle is three business days.

•Permit broker-dealers to borrow or lend foreign securities that are not also traded in the U.S. to a foreign
person for any purpose lawful in the foreign country secured by any collateral having a value at least equal to
100 percent of the market value of the borrowed security.

•Expand the criteria for determining which foreign equity securities qualify as marginable securities by
including foreign securities that have a “ready market” as defined in SEC Rule 15c3-1. This will significantly
increase the number of foreign marginable equity securities. For example, those securities listed on the
Financial Times-Actuaries World Indices (approximately 1800) securities) are among those deemed to have a
“ready market” by the SEC.

•Other technical changes that were adopted are contained in the Board's release.

Proposed Amendments for Comment:

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

112

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P96-19%2909013e2c855b3220?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE15c3-1/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


The most significant proposed changes for which the Board is seeking further comments are summarized
below. Comments are due to the Board before July 1, 1996.

•Allowing broker-dealers to extend good faith credit on any non-equity security? This would include such
securities as; debt securities purchased for resale under SEC Rule 144A, debt securities offered by U.S.
banks, Brady bonds, and other domestic bonds that do not currently qualify for OTC margin bond status.

•Permitting transactions on non-equity securities to be recorded in a new “non-equity” account, similar to the
government securities account? The “non-equity” account would allow a customer to purchase non-equity
securities, effect reverse repurchase agreements and option transactions on non-equity securities using
“good-faith” margin.

•Allowing broker-dealers to calculate required margin for non-equity securities on a portfolio basis? Such
“portfolio” or “risk based” margining would allow positions in an account to be evaluated in their entirety based
on changes in value of the portfolio and would permit financial futures and other non-securities products as an
offset to the margin required.

•Changing the collateral test for borrowing and lending securities by (1) allowing any security that qualifies
for loan value to serve as collateral (valued at its loan value); (2) recognizing a bona fide pledge of any type
of collateral equal to 100 percent of the value of the securities borrowed; or alternatively (3) eliminate the
collateral test?

•Expanding the number of domestic equity securities eligible for margin to incorporate any security quoted on
NASDAQ, including those quoted in the “pink sheets”.

•Exempting from Regulation T any credit extended abroad by a U.S. broker-dealer on foreign securities to a
foreign person. This would allow foreign branches of U.S. broker-dealers to be more competitive with foreign
broker-dealers.

•Recognizing a long option as cover for a short sale. Currently, options are not deemed to be convertible or
exchangeable securities and, therefore, not a good cover for short sales.

Questions concerning this Information Memo may be directed to Richard Nowicki (212) 656-3295, Steven
Levine (212) 656-7080, or Albert Lucks (212) 656-5782.

Raymond J. Hennessy

Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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May 20, 1996

  

Member Firm Regulation

 TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, LEGAL AND COMPLIANCE
DEPARTMENTS, RETAIL AND INSTITUTIONAL SALES

SUBJECT: MORRISON KNUDSEN CORPORATION

Morrison Knudsen Corporation, an Exchange-listed company, issued the attached press release, dated May
20, 1996, regarding financial restructuring and possible merger plans.

Members and member organizations should review the release for important information concerning the
expected “substantial reduction in value” of currently outstanding shares and discuss the impact of such
information with current and prospective shareholders.

For additional information about the restructuring, the company has established the following 800 telephone
number, 1-800-719-2530.

Salvatore Pallante

Senior Vice President

NEWS RELEASE

FOR RELEASE: May 20, 1996

MK BOARD APPROVES AGREEMENT IN PRINCIPLE

Company Expects Substantial Reduction in Value to Existing MK Shareholders

BOISE, ID. - Morrison Knudsen Corporation announced today that the company's Board of Directors
has approved the terms of an agreement in principle to merge with Washington Construction Group, Inc.
and authorized the company to proceed to negotiate a definitive merger agreement in connection with
its previously announced plan of reorganization. The leadership of MK's senior creditors have agreed
unanimously to support the merger. After the transaction, Washington Construction will be renamed Morrison
Knudsen Corporation and the newly merged company will operate under the Morrison Knudsen name and be
headquartered in Boise, Idaho.

Under the terms currently agreed upon, Morrison Knudsen's existing shareholders would receive a warrant
package that entitles them to purchase 2.765 million shares of common stock, or approximately 5% of the
common stock of the newly merged entity, at $12.00 per share for a term of five years. There are currently
33.2 million shares of MK common stock outstanding.

As the company has previously indicated, MK's plan of reorganization - including any possible merger
transaction.—would result in a substantial reduction in value to existing Morrison Knudsen shareholders.

The merger transaction is subject to completion of definitive merger documentation, Board of Director
approval by Washington Construction, approval of Morris Knudsen debtholders and other customary
conditions.
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MK stated that its financial restructuring is not dependent on the completion of the transaction with
Washington Construction and that it intends to complete its previously announced debt-for-equity exchange if
the merger is not consummated.

Morrison Knudsen Corporation (NYSE-MRN) founded in 1912, serves the world's environmental, industrial
process, mining, operations & maintenance, power, transportation and heavy construction markets as an
engineer and contractor.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 96-17

Click to open document in a browser

May 10, 1996

  

Market Surveillance

 PLEASE NOTE: LOC ORDERS MAY BE ENTERED IN ANY STOCK TO OFFSET PUBLISHED
IMBALANCES OF MARKET-AT-THE-CLOSE ORDERS AND MUST BE ENTERED BY 3:55 P.M. LOC
ORDERS ARE IRREVOCABLE ONCE ENTERED.

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Revised Procedures for Handling Market-on-Close Orders on
May 17, 1996 (“Expiration Friday”)

The Securities and Exchange Commission has approved an amendment to the expiration policy. Effective
June 16, 1995, no market-on-close (“MOC”) orders may be entered in any stock after 3:40 p.m. However,
orders unrelated to expiring index arbitrage may be entered to offset published imbalances. The cutoff
time applies to all MOC orders in all stocks , even orders not related to a strategy involving any stock index
futures, stock index options or options on stock index futures. Detailed discussion can be found on Page 4 of
this memo.

The following summarizes key aspects of the expiration policy.

•AUXILIARY OPENING PROCEDURES WILL BE IN EFFECT THIS MONTH AND EVERY MONTH FOR
SELECTED MIDCAP STOCKS AS WELL AS REGULAR PILOT STOCKS.

•NO MOC ORDERS MAY BE ENTERED AFTER 3:40 P.M. IN ANY STOCK. FLOOR BROKERS
REPRESENTING SUCH ORDERS MUST COMMUNICATE THEIR IRREVOCABLE MOC INTEREST TO
THE SPECIALIST BY 3:40 P.M.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:40 P.M. IN ANY STOCK.

•AS SOON AS PRACTICABLE, AFTER 3:40 P.M., PILOT STOCKS MUST PUBLISH ANY MOC
IMBALANCE OF 50,000 SHARES OR MORE, OR PUBLISH A NO IMBALANCE STATUS. OTHER STOCKS
MAY PUBLISH AN MOC IMBALANCE.

•AFTER 3:40 P.M., MOC ORDERS NOT RELATED TO AN EXPIRING STRATEGY MAY ONLY BE
ENTERED TO OFFSET PUBLISHED IMBALANCES.

•LOC ORDERS MAY BE ENTERED IN ANY STOCK TO OFFSET PUBLISHED IMBALANCES. REFER TO
PAGE 3 FOR DETAILS.

DETAILED DISCUSSION IS PROVIDED ON THE FOLLOWING PAGES.

The May 17, 1996 expiration Friday pilot stock lists are attached. Please note that only opening procedures
apply to the MidCap-related list.

OPENING PROCEDURES

For each monthly expiration, several auxiliary procedures are necessary to integrate stock orders relating to
expiring contracts into NYSE's opening procedures in a manner that assures an efficient market opening in
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each stock as close to 9:30 a.m. as possible. The auxiliary opening procedures applicable on May 17, 1996
are:

Order Entry

Stock orders relating to index contracts whose settlement pricing is based upon the May 17, 1996 opening
prices must be received by SuperDot or by the specialist by 9:00 a.m.

- These orders may be cancelled or reduced in size. 1 

- Stock orders relating to index contracts whose settlement pricing is not based upon the May 17, 1996
opening prices may be entered after 9:00 a.m.

To facilitate early order entry, SuperDot (1) will begin accepting orders at 7:30 a.m. and (2) will accept market
orders of 30,099 shares or less.

“Limit-at-the-opening” (“limit OPG”) orders are permitted, including delivery through Exchange systems.

- Ordinary limit orders may also be entered.

Order Identification

Stock orders relating to opening-price settling contracts must be identified “OPG.”

- Firms entering these orders through SuperDot, but unable to identify orders as “OPG”, may use a unique
branch code or firm identifier (mnemonic) to identify these orders. The NYSE Market Surveillance Division (11
Wall Street, 10th Floor) must be advised of the branch code or identifier by May 20, 1996.

- Firms unable to identify these orders in either way, and firms not using SuperDot, must submit a list of all
these orders and related details to the NYSE Market Surveillance Division by May 20, 1996.

Dissemination of Order Imbalances

For any of the pilot stocks and for ten selected S&P MidCap 400 Index stocks (lists attached) having a market
order imbalance of 50,000 shares or more at 9:00 a.m., the NYSE will disseminate the size of the order
imbalance via the low-speed ticker and the news services as promptly as practicable after 9:00 a.m.

Dissemination of Indications

Except for the auxiliary procedures described above, all stocks, including the pilot stocks and selected
MidCap stocks, are subject to the regular NYSE opening procedures, including price indications where a
substantial price change is anticipated. Dissemination of an indication is mandatory for an opening which
will result in a price change constituting the lesser of 10% or three points from the prior NYSE close, or five
points if the previous close is $100 or higher, unless the price change is less than one point. Fifteen minutes
must elapse between a first indication and a stock's opening. However, when more than one indication is
necessary, a stock may open (1) five minutes after the last indication when it overlaps the prior indication
(e.g., 51 - 53 overlaps 50 - 52, but does not overlap 53 - 55) and (2) ten minutes after the last indication when
it does not overlap the prior indication, provided that 15 minutes must have elapsed from the dissemination of
the first indication.

PROCEDURES RELATING TO THE CLOSE

Limit-At-The-Close (“LOC”) Orders

Effective July 28, 1995, LOC orders may be entered in any stock providing that they offset published
imbalances.

Current procedures require MOC imbalances of 50,000 shares or more in the pilot stocks to be published on
the tape as soon as practicable after 3:40 p.m. on expiration days, including expiration Fridays. At that time,
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other stocks may also publish MOC imbalances. LOC orders may be entered only if imbalances have been
published and must be entered by 3:55 p.m. On expiration days, LOC orders are irrevocable once entered,
except in the case of legitimate error.

No LOC orders related to a strategy including any stock index futures, stock index options or options on stock
index futures in expiring contracts may be entered in any stock.

An LOC order is one that is entered for execution at the closing price provided that the closing price is at or
within the limit specified. LOC orders may be entered only to offset published imbalances of market-on-close
(“MOC”) orders. They are prioritized on the specialist's book by time of entry and go behind all other orders
on the specialist's book at that price. LOC orders with prices that are better than the closing prices in the
subject security are guaranteed an execution, unless there is a trading halt in the security. LOC orders at the
closing price are executed in order of time priority with respect to other LOC orders, but are not guaranteed
an execution.

Market-On-Close Orders

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. THIS APPLIES
TO MOC ORDERS IN ALL STOCKS, REGARDLESS OF WHETHER SUCH ORDERS RELATE TO A
STRATEGY INVOLVING any stock index futures, stock index options, or options on stock index futures.
These procedures have been filed as a rule with the SEC.

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

MOC Order Entry

The cut-off time is 3:40 p.m. for the entry of all MOC orders, regardless of whether they relate to a strategy
including any expiring stock index futures, stock index options or options on stock index futures. This
requirement applies to all stocks not just pilot stocks. Floor brokers representing any MOC orders must
communicate their irrevocable MOC interest to the specialist by 3:40 p.m. These closing procedures will be
implemented with the May 17, 1996 expiration.

To facilitate the determination of order imbalances before the close, no MOC order may be entered in any
stock after 3:40 p.m. except to offset a published imbalance. This will contribute to a more accurate picture,
earlier, of the interest in any stock at the close.

For the limited exception that relates to entry of MOC orders to offset published imbalances, refer to the
material below.

Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:40 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will continue to be permitted after 3:40 p.m.

Special Procedures on Limitation of Entry of Orders and Publication of Imbalances
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You must, as stated above and required for all stocks, enter all MOC orders, by 3:40 p.m. eastern time. It
should be noted that pursuant to the newly amended Rule 13, limit-at-the-close orders may be entered in any
stock for execution on the close, in addition to market-on-close orders.

As soon as possible after 3:40 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:40 p.m. in the pilot stocks, and other stocks may also publish MOC
imbalances. No MOC or LOC orders will be permitted in any stock that does not publish an imbalance. While
MOC orders previously entered may be cancelled or reduced in size until 3:40 p.m., once a publication of an
imbalance in a stock has been made, any MOC or LOC orders subsequently entered in such stock will be
accepted only to trade on the opposite side of the market in relation to such published imbalance.

The liquidation of positions relating to a strategy involving any stock index futures, stock index options, or
options on stock index futures using MOC orders entered after 3:40 p.m. is not permitted, even if such orders
might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC or LOC orders, the imbalance of MOC orders
published as of 3:40 p.m. may not reflect the imbalance that exists at the close.

Printing at the Close

Where there is an imbalance in MOC orders, the imbalance shall, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The specialist shall then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction should be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they shall be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

“G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

Rule 80A

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on the last trade date prior to each month's expiration.

If an MOC index arbitrage order to establish or increase a position is entered, and Rule 80A subsequently
goes into effect, the MOC order must be cancelled, regardless of the time Rule 80A goes into effect. If Rule
80A goes into effect prior to 3:40 p.m., the MOC order may be reentered with the appropriate tick restriction.
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If Rule 80A goes into effect after 3:40 p.m., and there is a published imbalance in the subject stock, the MOC
order may be reentered, with the appropriate tick restriction, to offset the imbalance.

Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a)(2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. David Fisch at (212) 656-6769 or Ms.
Carol Krusik at (212) 656-4597.

Robert J. McSweeney

Senior Vice President

                              

Attachments

              

Expiration Friday Pilot Stocks - May 17, 1996

   ABT    ABBOTT LABORATORIES

   AHP    AMERICAN HOME PRODUCTS CORPORATION

   AIG    AMERICAN INTERNATIONAL GROUP INC.

   AIT    AMERITECH CORP.

   AN     AMOCO CORPORATION

   AXP    AMERICAN EXPRESS COMPANY
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   BA     BOEING COMPANY

   BAC    BANKAMERICA CORPORATION

   BEL    BELL ATLANTIC CORPORATION

   BLS    BELLSOUTH CORPORATION

   BMY    BRISTOL MYERS SQUIBB COMPANY

   C      CHRYSLER CORPORATION HOLDING CO.

   CCI    CITICORP

   CHV    CHEVRON CORPORATION

   CMB    CHASE MANHATTAN CORP.

   COL    COLUMBIA HEALTHCARE CORP.

   DD     DU PONT COMPANY

   DIS    WALT DISNEY COMPANY

   DOW    DOW CHEMICAL COMPANY

   EK     EASTMAN KODAK COMPANY

   F      FORD MOTOR COMPANY

   FNM    FEDERAL NATIONAL MORTGAGE ASSOCIATION
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   G      GILLETTE COMPANY

   GE     GENERAL ELECTRIC COMPANY

   GM     GENERAL MOTORS CORPORATION

   GTE    GTE CORPORATION

   *HD    HOME DEPOT INC.

   HWP    HEWLETT-PACKARD COMPANY

   IBM    INTERNATIONAL BUSINESS MACHINES CORP.

   IP     INTERNATIONAL PAPER COMPANY

   JNJ    JOHNSON AND JOHNSON

   KO     COCA-COLA COMPANY

   LLY    ELI LILLY AND COMPANY

   MCD    MCDONALDS CORPORATION

   MMM    MINNESOTA MINING AND MANUFACTURING

   MO     PHILIP MORRIS COS. INC.

   MOB    MOBIL CORPORATION

   MOT    MOTOROLA INC.
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   MRK    MERCK AND COMPANY INC.

   NB     NATIONSBANK CORP.

   PG     PROCTER AND GAMBLE COMPANY

   PEP    PEPSICO INC.

   PFE    PFIZER INC.

   RD     ROYAL DUTCH PETROLEUM COMPANY

   S      SEARS ROEBUCK AND CO.

   SBC    SOUTHWESTERN BELL CORPORATION

   T      AMERICAN TELEPHONE AND TELEGRAPH

   TX     TEXACO INC.

   *UN    UNILEVER NV

   WFC    WELLS FARGO & COMPANY

   WMT    WAL-MART STORES INC.

   XON    EXXON CORPORATION

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of May 3, 1996 and
the 20 Major Market Index stocks. The indicated (*) stocks have been added to the list. NYN and SGP have
been deleted.
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MidCap Index Expiration Friday Stocks - May 17, 1996

   AFL    AFLAC Inc.

   BEN    Franklin Resources Inc.

   FRO    Frontier Corp.

   HFS    HFS Incorporated

   HRC    HEALTHSOUTH Corporation

   MIR    Mirage Resorts Inc.

   SCH    Charles Schwab Corp.

   SEG    Seagate Technology Inc.

   *STT   State Street Boston Corp.

   TMO    Thermo Electron Corp.

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of May 3,
1996. The indicated (*) stocks have been added to the list. AOC has been deleted.

MEMORANDUM

Date: May 10, 1996

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) Orders and Limit-at-
the-Close (LOC) Orders

Openings

1Q. Can “limit at the opening” (“limit OPG”) orders be entered in the stocks that are not among the
stocks included in the pilot?

1A. Yes. “Limit OPG” orders are permitted in all stocks on expiration Friday. Those orders related to a
strategy in expiring contracts must be entered by 9:00 a.m.
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2Q. When can specialists obtain an OARS status request?

2A. At any time after 7:30 a.m., in any stock. (Specialists should review OARS inquiry, freeze and opening
procedures to avoid problems.)

3Q. Must specialists wait until 9:27 a.m. to start the ITS pre-opening application?

3A. No. ITS Pre-Opening notifications may be issued beginning at 9:00 a.m.

4Q. Are “G” orders to sell short at the market handled differently at the opening than at the close on
expiration day?

4A. Yes, “G” short market orders are covered by two different procedures. At the opening they are handled
as they are on any other day. “G” short market orders must yield to all public limit orders at the lowest valid
short tick. At any higher price the “G” shorts need not yield. At the close, “G” market shorts must yield to all
limit orders at the sale price, even if that price is higher than the first valid short tick.

5Q. How should specialists and Floor Officials handle requests to “hold the opening” in the pilot
stocks?

5A. The Exchange has added auxiliary and early procedures with the express purpose of providing a prompt
opening in all stocks, not just the 50 pilot stocks. Brokers should be told to have their opening interest
represented by 9:30 a.m., and assuming adequate pricing information re: substantial disparity from the close,
all stocks should be opened as quickly after 9:30 as possible.

MOC Orders and LOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

2A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

   

Example #1   200,000 buy MOC

                 

50,000 sell MOC

                 

50,000 sell plus MOC
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25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

   

Example #2   100,000 sell MOC

                

050,000 buy MOC

                

025,000 buy minus MOC

                

025,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000−B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

3Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4-1/2 - last sale 20 3/8

3A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the existing 20 1/2 sell limit orders have
priority over the MOC sell plus and sell short orders which in this case are treated like limit orders. On the
other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the MOC sell plus or sell short
orders are treated as marketable orders which go ahead of the 20 1/2 sell limit orders.

In the case of a MOC buy minus order, if the last sale was a “plus” or “zero plus” tick, all limit orders at 20
1/4 would have priority. If the last sale was a “minus” or “zero minus” tick, the MOC buy minus orders are
marketable and go ahead of the 20 1/4 limit orders.

4Q. Are MOC “short” at-the-close orders permitted?

4A. Firms may enter “short” MOC orders.
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5Q. Should brokers in the Crowd give the specialist their MOC orders prior to 3:40 p.m.? How should
they be handled by the specialist?

5A. In all stocks, any brokers in the Crowd handling any MOC orders must either give their orders to the
specialist or communicate their irrevocable interest to the specialist by 3:40 p.m., to allow the specialist to
arrange a closing price.

6Q. Can MOC orders be cancelled after 3:40 p.m.?

6A. Firms may not enter MOC cancellations or reduce MOC orders in size after 3:40 p.m. No broker or
specialist can accept cancellation instructions on any MOC order after 3:40 p.m., except to correct a bona fide
error.

7Q. How are “limit or MOC” orders handled by specialists? How are “working” orders with
instructions to complete MOC handled by brokers?

7A. As with a simple MOC order, specialists and Floor brokers may not accept “limit or MOC” orders
after 3:40 p.m. “Limit or MOC” orders entered with the specialist before 3:40 p.m. will be considered to be
irrevocable MOC orders on the unexecuted portion as of 3:40 p.m., unless cancelled with the specialist prior
to that time.

When a broker represents a “working” order with instructions to complete MOC, by 3:40 p.m., the broker must
either enter a MOC order with the specialist or communicate his or her irrevocable interest to the specialist
with respect to any portion to be executed on a MOC basis. What portion the broker enters/commits would be
based upon the market characteristics of the stock, and his or her reasonable expectation of execution given
market conditions in the stock from 3:40 p.m. to the close.

8Q. Can MOC orders be entered in the pilot stocks if a “No Imbalance” notice is published at 3:40
p.m.?

8A. No MOC orders may be entered if a “No Imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.

9Q. Are limit-at-the-close (LOC) orders permitted?

9A. Yes. LOC orders are permitted in all stocks. LOC orders may be entered only to offset published
imbalances of market-at-the-close (“MOC”) orders and must be entered by 3:55 p.m. LOC orders are
irrevocable once entered, except in the case of legitimate error.

10Q. What is the priority sequence for execution of LOC orders?

10A. Marketable LOC orders are treated as market orders and must be executed. Such orders include better-
priced (i.e., orders with a limit price better than the closing price) LOC orders to buy and sell long (including
“G” orders) and better-priced LOC orders to sell short or sell plus, if the closing price would represent a
“double plus tick”.

LOC orders limited to the closing price and better-priced LOC orders to sell short and sell plus that could not
be executed at a price lower than the actual close are sequenced by time priority among themselves, but
behind all other orders at the closing price, and may be executed, depending on the size of the imbalance to
be offset.
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1  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.
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May 7, 1996

  

Market Surveillance

 TO: All Members and Member Organizations/Chief Operating Officers

SUBJECT: Additions to the List of Rules Subject to the Imposition of Fines for Minor Violations Under Rule
476A Procedures

The Securities and Exchange Commission has approved the addition of the following rules to the list of rules
for violations of which the Exchange may determine to impose fines pursuant to the expedited procedures of
Rule 476A:

•misstatements or omissions of fact on applications for membership approval, financial statements, reports or

other submissions filed with the Exchange as provided in Rule 476(a)(10); 1 

•failure to appropriately identify an intra-day trading liquidating order pursuant to Rule 95(c) and failure
by members or member organizations to follow the procedures of Rule 95 with respect to prohibition of
transactions by members on the Floor involving discretion as to (1) choice of security, (2) total amount of
security to be bought or sold, or (3) whether a transaction is to be a purchase or a sale; and

•failure by members or member organizations to adhere to certain procedures under Rule 127 for execution
of block cross transactions at a price that is outside of the NYSE best bid or offer. By Release No. 34-35103,
the Commission approved amendments to Rule 127 involving revised procedures for handling such blocks.
Specifically, the Exchange will view the failure to fulfill the requirement to satisfy public limit orders at
the clean-up price when a position is established or increased for a member's or member organization's
proprietary account as one type of violation for which a fine pursuant to Rule 476A might be imposed. In
addition, failure to utilize the procedures of Rule 127 to satisfy all better-priced limit orders when effecting
block crosses outside the currently quoted market will also be considered a violation for which a fine pursuant
to Rule 476A might be imposed.

Members are reminded that, notwithstanding the procedures authorized by Rule 476A, the Exchange may,
in any case it deems appropriate, proceed to bring charges and commence a formal disciplinary proceeding
under Rule 476.

The “List of Exchange Rule Violations And Fines Applicable Thereto Pursuant To Rule 476A” and the amount
of fines that may be imposed are contained in Exhibit A.

Questions concerning any matters discussed in this Information Memo may be addressed to Brian McNamara
(212) 656-7086 or Donald Siemer (212) 656-6940.

Robert J. McSweeney

Senior Vice President

Attachments

Exhibit A

Additions Underscored
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LIST OF EXCHANGE RULE VIOLATIONS AND FINES APPLICABLE THERETO PURSUANT TO
RULE 476A

• Rule 15 (ITS and Pre-Opening Applications) and Rule 15A (ITS “Trade-Throughs” and “Locked-Markets”
and ITS Block Trade Policy)

•Violation of the agency provisions of Rule 72(b)

• Rule 79A.30 requirement to obtain Floor Official approval for trades at wide variations from last sale

• Rule 80A(c) and (d) tick requirements for certain orders when the Dow Jones Industrial Average 1   has
moved 50 points from the previous close

• Rule 95 order identification requirements and prohibition of transactions which involve discretion on the
Floor as to choice of security, total amount of security to be bought or sold or whether transaction is purchase
or sale

•Reporting rule violations (Rule 97.40, 104A.50, 107A.30, 112A.10, 304(h)(2), 312(a), (b) & (c), 313, 345.12,
345.17, 346(c), 351, 421, 440F, G & H and 706)

•Participation in the Specialist Performance Evaluation Questionnaire (SPEQ) Process (Rule 103A)

• Rule 104.10 (Functions of Specialists)

• Rule 104.12 Specialist investment account rule violations

•Specialists' Contact With Listed Companies and Member Organizations (Rule 106)

• Rule 107A.10 RCMM stabilization requirement violations

• Rule 112(d) Competitive Trader stabilization requirement violations

• Rule 116.30 requirements for specialists' stopping stock

•Record retention rule violations (Rules 117, 121, 123, 123A.20, 345.11, 410, 432(a), 440 and 472(c)

•Failure to Time-Record Orders Received at the Specialist's Post (Rule 121) and Failure to Time-Record
Orders received at a Member's Booth from off the Floor (Rule 123)

•Failure of a member or member organization to use standardized Floor stationery as required by Rule
123A.23

•Percentage Orders (Rule 123A.30)

• Rule 123A.40 requirement to obtain Floor Official approval for election of stop orders

• Failure to utilize procedures of Rule 127 to satisfy all better priced limit orders when effecting block crosses
outside the quote and failure to provide public orders an execution at the cross price when required by Rule
127 procedures

•Failure to collect and/or submit all audit trail data specified in Rule 132

• Rule 134(c) and (e) requirement to comply with specified QT procedures and time periods

•Failure to Obtain Exchange Approval Rule Violations (Rules 312(h) & (i), 342(c), 342.10, 346(e) and (f),
382(a) and 791(c))

•Failure of a member organization to have individuals responsible and qualified for the positions of Financial
Principal, Operations Principal, Compliance Official, Branch Office Manager and Supervisory Analyst (Rules
342(b), (d) & .13, 311(b)(5) and 344)

• Rule 343 requirements relating to member organization office sharing arrangements

•Failure of a member organization to have individuals responsible and qualified for the positions of Securities
Lending Supervisor and Securities Trader Supervisor (Rule 345(a))
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•Failure to obtain employer's prior written consent for engaging in an outside activity as required by Rule
346(b)

•Guaranteeing a customer's account against loss or sharing in profits or losses as prohibited by Rule 352(b)
and (c)

• Rule 387 requirements for customer COD/POD transactions

• Rule 407 requirements for transactions of employees of the Exchange, members or member organizations

• Rule 408(a) requirement that written authorization be obtained for discretionary power in a customer's
account

• Rule 410A requirements for automated submission of trading data

• Rule 410B requirements to report transactions in Exchange listed securities not otherwise reported to the
Consolidated Tape

•Failure to transfer a customer securities account in accordance with the requirements of Rule 412 and the
interpretations thereunder

• Rule 440B short sale rule violations

• Rule 440C failure to deliver against a short sale without diligent effort to borrow

• Rules 451 and 452 requirements relating to transmission of proxy material and authorizing the giving of
proxies

• Misstatements or omission of fact on submissions filed with the Exchange (Rule 476(a)(10))

•Failure to submit books and records or to furnish information on the date or within the time period that the
Exchange requires (Rule 476(a)(11))

• Rules 704 and 705 options position limits and exercise limits

•Failure of a member organization to have individuals responsible and qualified for the positions of Registered
Options Principal, Senior Registered Options Principal and Compliance Registered Options Principal (Rules
720 and 722(b))

• Rule 726 options disclosure document and prospectus delivery requirement violations

• Rule 750(e)(i) requirement for options specialists to establish bid/ask spreads no greater than the maximum
permitted Competitive Options Traders, based on the price of the option or the bid/ask differential of the
underlying security

• Rule 758(b)(i)(C)(1) requirement for Competitive Options Traders to establish bid/ask spreads no greater
than the maximum permitted, based on the price of the option or the bid/ask differential of the underlying
security

• Rule 758(b)(ii)(A) limitations on principal/agency trading of a Competitive Options Trader

• Rule 762 requirements to file option trade information

• Rule 780(b)(i) requirement for members and member organizations to indicate final decisions of holders of
equity options either to exercise or not to exercise expiring equity options by a specified time

• Rule 780(f) requirement for members and member organizations to make, keep and file with the Exchange
records concerning final exercise decisions made with respect to options in certain circumstances

• Rule 780.10(b) requirement to deliver “exercise advice”

• Rule 781 allocation of exercise assignment notice violations

•Violations of Exchange policies regarding procedures to be followed in delayed opening situations

•Failure to adhere to entry and cancellation procedures for limit-at-the-close and market-at-the-close orders
on non-expiration days, expiration Fridays and quarterly expiration days.
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•Failure of new member to adhere to order execution supervision procedures during period the member is
required to wear a temporary badge

      Fine Amount             Individual      Member

                                              Organization

          First Time Fined    $ 500           $1,000

      \2/ Second Time Fined   $1,000          $2,500

      \2/ Subsequent Fines    $2,500          $5,000

\2/ Within a “rolling” 12-month period.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  The Exchange will distinguish misstatements or omissions of facts from willfully made false or misleading
statements and omissions of material fact. In appropriate circumstances (e.g., findings of a pattern
of misstatements or omissions), the Exchange would not use the procedures under Rule 476A to
address the misconduct. A finding by the Exchange of willfully made false or misleading statements and
omissions of material fact, could cause an individual or entity to be subject to a statutory disqualification
as defined in Section 3(a)(39)(F) of the Securities Exchange Act of 1934.

1  "Dow Jones Industrial Average" is a service of Dow Jones & Co., Inc.
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Market Surveillance

 TO: All Members and Member Organizations

SUBJECT: Specialist Concentration Policy

The purpose of this Information Memo is to discuss amendments to the Exchange's Specialist Combination
Review Policy (the “Policy”). The Policy is utilized in reviewing specialist unit mergers, acquisitions and
consolidations that exceed specified “concentration measures” as described below. A copy of the Policy as
amended is attached.

The purpose of the Policy is to ensure that the Exchange maintains a uniform process for reviewing specialist
unit combinations that might result in levels of concentration that could be detrimental to the operation of the
Exchange's marketplace.

The Policy requires Exchange approval of proposed specialist unit combinations. In any instance where
a proposed combination will result in a specialist unit accounting for more than five percent of any

“concentration measure”, 1 

Where a proposed combination would result in a specialist unit which accounts for more than ten percent
of a concentration measure, the Policy provides that the Committee shall give primary weight to the effect
of the proposed combination on overall concentration of specialist units. If the new unit accounts for more
than ten percent, but less than or equal to fifteen percent, of a concentration measure, the Policy requires the
proponents of the combination to prove, by a preponderance of the evidence, that the proposed combination:

i. would not cause detrimental concentration to the Exchange and its markets;

ii. would foster competition among specialist units; and

iii. would enhance the performance of the constituent specialist unit and the quality of the markets in the
stocks involved; and

iv. prove, by a preponderance of the evidence, that, the proposed combination, if approved, is in the public's
interest.

Where the proposed combination would result in a specialist unit which accounts for greater than fifteen
percent of a concentration measure, the Policy requires the proponents of the combination to provide clear
and convincing evidence of satisfaction of the factors stated in (i) through (iv) above.

The Exchange amended the Policy to add several requirements which address issues related to the
capitalization, risk management, and operational efficiency of large sized specialist units. The amendments
require proponents of a combination that would exceed ten percent of a concentration measure to:

•submit an acceptable risk management plan with respect to any line of business in which they engage;

•submit an operational certification prepared by an independent, nationally recognized management
consulting organization with respect to all aspects of the firm's management and operations;

•agree to maintain a minimum of 1.5 times (2 times, in the case of a 15 percent combination) the total capital
requirement specified in Rule 104.20 with respect to the combined entity's stocks;
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•agree to maintain 2 times (2.5 times, in the case of a 15 percent combination) the capital requirement
specified in Rule 104.20 with respect to each of the combined entity's stocks that are component stocks of the
Standard and Poor's 500 Stock Price Index; and

•agree that all capital required to be dedicated to specialist operations be accounted for separate and apart
from any other capital of the combined entity, and that such specialist capital may not be used for any other
aspect of the combined entity's operations.

The Policy was also amended to require that proponents of a proposed combination that would result in a
specialist unit accounting for more than five percent, but less than or equal to ten percent, of a concentration
measure, maintain 1.5 times the capital requirement specified in Rule 104.20 with respect to each of the
combined entity's stocks that are component stocks of the Standard and Poor's 500 Stock Price Index.

The Exchange believes that these new requirements will work to minimize the risk of financial and/or
operational failure of larger-sized units, and to ensure that larger-sized units have sufficient, separately
dedicated capital with which to meet their market making responsibilities.

Questions concerning the matters discussed in this memo may be addressed to Brian McNamara at (212)
656-7086 or Donald Siemer at (212) 656-6940.

Robert J. McSweeney

Senior Vice President

Attachment

Additions Underscored

SPECIALIST COMBINATION REVIEW POLICY

(1) No specialist organization shall complete a “proposed combination” (defined below) with one or more
other specialist organizations unless the combination has been approved pursuant to this policy.

(2) In any case where a proposed combination involves or would result in a specialist organization accounting
for more than five percent of any of the “concentration measures” (defined below), the Quality of Markets
Committee (the “Committee”) shall review the proposed combination with the following considerations in
mind:

(a) Specialist performance and market quality in the stocks subject to the proposed combination;

(b) The effects of the proposed combination in terms of the following criteria:

(i) Strengthening the capital base of the resulting specialist organization;

(ii) Minimizing both the potential for financial failure and the negative consequences of any such failure on the
specialist system as a whole; and

(iii) Maintaining or increasing operational efficiencies;

(c) Commitment to the Exchange market, focusing on whether the constituent specialist organizations have
worked to support, strengthen and advance the Exchange, its agency/auction market and its competitiveness
in relation to other markets; and

(d) The effect of the proposed combination on overall concentration of specialist organizations.

The Committee shall approve or disapprove the proposed combination based on its assessment of these
considerations. In the case where a combination involves an organization that is not a specialist organization,
consideration 2(c) shall entail an assessment of whether the organization will work to support, strengthen and
advance the Exchange, its agency/auction market and its competitiveness in relation to other markets.

(3) In any case where a proposed combination involves or would result in a specialist organization accounting
for more than ten percent of any of the concentration measures, the Committee shall give primary weight

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

134

http://researchhelp.cch.com/License_Agreement.htm


to consideration 2(d). The Committee shall disapprove the proposed combination unless the constituent
specialist organizations:

(a)

(1) For a proposed combination which involves or would result in a specialist unit accounting for more than
ten percent, but less than or equal to 15%, of a concentration measure, prove, by a preponderance of the
evidence; or

(2) For a proposed combination that involves or would result in a specialist unit accounting for more than 15%
of a concentration measure (a “15% combination”) present clear and convincing evidence that, if approved,
the proposed combination:

(i) Would not create or foster concentration in the specialist business detrimental to the Exchange and its
markets;

(ii) Would foster competition among specialist organizations; and

(iii) Would enhance the performance of the constituent specialist organization and the quality of the markets
in the stocks involved; and

(iv) Demonstrate that, if approved, the proposed combination is otherwise in the public interest.

(4) The Committee may condition any approval under either paragraph 2 or paragraph 3 upon compliance
by the resulting specialist organization with any steps the Committee may specify to address any concerns it
may have in regard to considerations 2(a) - (d).

With respect to proposed combinations which involve or would result in specialist units accounting for more
than five percent, but less than or equal to 10%, of a concentration measure, the Committee shall not grant
approval unless the proponents of the combination agree to maintain 1.5 times the capital requirement
specified in Rule 104.20 with respect to each of the combined entity's stocks that are component stocks of the
Standard and Poor's 500 Stock Price Index.

In addition, with respect to proposed combinations which involve or would result in specialist units accounting
for more than ten percent of a concentration measure, the Committee shall not grant approval unless the
proponents of the combination:

(i) submit an acceptable risk management plan with respect to any line of business in which they engage;

(ii) submit an operational certification prepared by an independent, nationally recognized management
consulting organization with respect to all aspects of the firm's management and operations;

(iii) agree to maintain a minimum of 1.5 times (2 times, in the case of a 15 percent combination) the total
capital requirement specified in Rule 104.20 with respect to the combined entity's stocks;

(iv) agree to maintain 2 times (2.5 times, in the case of a 15 percent combination) the capital requirement
specified in Rule 104.20 with respect to each of the combined entity's stocks that are component stocks of the
Standard and Poor's 500 Stock Price Index; and

(v) agree that all capital required to be dedicated to specialist operations be accounted for separate and apart
from any other capital of the combined entity, and that such specialist capital may not be used for any other
aspect of the combined entity's operations;

(5) For purposes of this policy, a “proposed combination” includes:

(a) A merger of specialist organizations or an acquisition of one organization by another;

(b) The formation of a joint account involving two or more existing organizations;

(c) The “split-up” of an existing organization (including an organization operating under a joint account) and
recombination with another organization;
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(d) An individual specialist leaving an existing organization and proposing to take stocks with him to join
another existing organization; and

(e) Any other arrangement that would result in previously separate organizations operating under common
control.

(6) For purposes of this policy, the “concentration measures” are:

(a) The common stocks listed on the Exchange;

(b) The 250 most active common stocks listed on the Exchange;

(c) The total share volume of trading in common stocks on the Exchange; and

(d) The total dollar value of trading in common stocks on the Exchange.

Guidelines for Applying Consideration 2(c)

Consideration 2(c) entails the Committee's review of the constituent units' past conduct. For example, the
Committee shall assess each constituent unit's:

Participation upon request in the Exchange's FACTS program, in its marketing seminars, in sales calls and in
other of its marketing initiatives seeking to attract order flow and new listings.

Acceptance of innovations in order-routing and other trade-support systems and willingness to make optimal
use of the systems once they become fully operational.

Willingness to apply for allocations of stocks that are less lucrative from the standpoint of profitability to the
specialist.

Assistance to other units by providing capital and personnel in unusual market situations, such as “breakouts”
and difficult openings.

Efforts at customer relations with both listed companies and order providers, as evidenced by personal
contact, return of telephone calls, prompt resolution of complaints, assessment of customer needs and
anticipation of customer problems.

Efforts to streamline the efficiency of its own operations and its competitive posture.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  The concentration measures include specialist share of:

listed common stocks

the 250 most active listed stocks

total share volume of stock trading on the Exchange

total dollar value of stock trading on the Exchange
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Market Surveillance

 PLEASE NOTE: LOC ORDERS MAY BE ENTERED IN ANY STOCK TO OFFSET PUBLISHED
IMBALANCES OF MARKET-AT-THE-CLOSE ORDERS AND MUST BE ENTERED BY 3:55 P.M. LOC
ORDERS ARE IRREVOCABLE ONCE ENTERED.

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Revised Procedures for Handling Market-on-Close Orders on
April 19, 1996 (“Expiration Friday”)

The Securities and Exchange Commission has approved an amendment to the expiration policy. Effective
June 16, 1995, no market-on-close (“MOC”) orders may be entered in any stock after 3:40 p.m. However,
orders unrelated to expiring index arbitrage may be entered to offset published imbalances. The cutoff
time applies to all MOC orders in all stocks , even orders not related to a strategy involving any stock index
futures, stock index options or options on stock index futures. Detailed discussion can be found on Page 4 of
this memo.

The following summarizes key aspects of the expiration policy.

•AUXILIARY OPENING PROCEDURES WILL BE IN EFFECT THIS MONTH AND EVERY MONTH FOR
SELECTED MIDCAP STOCKS AS WELL AS REGULAR PILOT STOCKS.

•NO MOC ORDERS MAY BE ENTERED AFTER 3:40 P.M. IN ANY STOCK. FLOOR BROKERS
REPRESENTING SUCH ORDERS MUST COMMUNICATE THEIR IRREVOCABLE MOC INTEREST TO
THE SPECIALIST BY 3:40 P.M.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:40 P.M. IN ANY STOCK.

•AS SOON AS PRACTICABLE, AFTER 3:40 P.M., PILOT STOCKS MUST PUBLISH ANY MOC
IMBALANCE OF 50,000 SHARES OR MORE, OR PUBLISH A NO IMBALANCE STATUS. OTHER
STOCKS MAY PUBLISH AN MOC IMBALANCE. AFTER 3:40 P.M., MOC ORDERS NOT RELATED TO AN
EXPIRING STRATEGY MAY ONLY BE ENTERED TO OFFSET PUBLISHED IMBALANCES.

•LOC ORDERS MAY BE ENTERED IN ANY STOCK TO OFFSET PUBLISHED IMBALANCES. REFER TO
PAGE 3 FOR DETAILS.

DETAILED DISCUSSION IS PROVIDED ON THE FOLLOWING PAGES.

The April 19, 1996 expiration Friday pilot stock lists are attached. Please note that only opening procedures
apply to the MidCap-related list.

OPENING PROCEDURES

For each monthly expiration, several auxiliary procedures are necessary to integrate stock orders relating to
expiring contracts into NYSE's opening procedures in a manner that assures an efficient market opening in
each stock as close to 9:30 a.m. as possible. The auxiliary opening procedures applicable on April 19, 1996
are:
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Order Entry

Stock orders relating to index contracts whose settlement pricing is based upon the April 19, 1996 opening
prices must be received by SuperDot or by the specialist by 9:00 a.m.

- These orders may be cancelled or reduced in size. 1 

- Stock orders relating to index contracts whose settlement pricing is not based upon the April 19, 1996
opening prices may be entered after 9:00 a.m.

To facilitate early order entry, SuperDot (1) will begin accepting orders at 7:30 a.m. and (2) will accept market
orders of 30,099 shares or less.

“Limit-at-the-opening” (“limit OPG”) orders are permitted, including delivery through Exchange systems.

- Ordinary limit orders may also be entered.

Order Identification

Stock orders relating to opening-price settling contracts must be identified “OPG.”

- Firms entering these orders through SuperDot, but unable to identify orders as “OPG”, may use a unique
branch code or firm identifier (mnemonic) to identify these orders. The NYSE Market Surveillance Division (11
Wall Street, 10th Floor) must be advised of the branch code or identifier by April 22, 1996.

- Firms unable to identify these orders in either way, and firms not using SuperDot, must submit a list of all
these orders and related details to the NYSE Market Surveillance Division by April 22, 1996.

Dissemination of Order Imbalances

For any of the pilot stocks and for ten selected S&P MidCap 400 Index stocks (lists attached) having a market
order imbalance of 50,000 shares or more at 9:00 a.m., the NYSE will disseminate the size of the order
imbalance via the low-speed ticker and the news services as promptly as practicable after 9:00 a.m.

Dissemination of Indications

Except for the auxiliary procedures described above, all stocks, including the pilot stocks and selected
MidCap stocks, are subject to the regular NYSE opening procedures, including price indications where a
substantial price change is anticipated. Dissemination of an indication is mandatory for an opening which
will result in a price change constituting the lesser of 10% or three points from the prior NYSE close, or five
points if the previous close is $100 or higher, unless the price change is less than one point. Fifteen minutes
must elapse between a first indication and a stock's opening. However, when more than one indication is
necessary, a stock may open (1) five minutes after the last indication when it overlaps the prior indication
(e.g., 51 - 53 overlaps 50 - 52, but does not overlap 53 - 55) and (2) ten minutes after the last indication when
it does not overlap the prior indication, provided that 15 minutes must have elapsed from the dissemination of
the first indication.

PROCEDURES RELATING TO THE CLOSE

Limit-At-The-Close (“LOC”) Orders

Effective July 28, 1995, LOC orders may be entered in any stock providing that they offset published
imbalances.

Current procedures require MOC imbalances of 50,000 shares or more in the pilot stocks to be published on
the tape as soon as practicable after 3:40 p.m. on expiration days, including expiration Fridays. At that time,
other stocks may also publish MOC imbalances. LOC orders may be entered only if imbalances have been
published and must be entered by 3:55 p.m. On expiration days, LOC orders are irrevocable once entered,
except in the case of legitimate error.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

138

http://researchhelp.cch.com/License_Agreement.htm


No LOC orders related to a strategy including any stock index futures, stock index options or options on stock
index futures in expiring contracts may be entered in any stock.

An LOC order is one that is entered for execution at the closing price provided that the closing price is at or
within the limit specified. LOC orders may be entered only to offset published imbalances of market-on-close
(“MOC”) orders. They are prioritized on the specialist's book by time of entry and go behind all other orders
on the specialist's book at that price. LOC orders with prices that are better than the closing prices in the
subject security are guaranteed an execution, unless there is a trading halt in the security. LOC orders at the
closing price are executed in order of time priority with respect to other LOC orders, but are not guaranteed
an execution.

Market-On-Close Orders

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. THIS APPLIES
TO MOC ORDERS IN ALL STOCKS, REGARDLESS OF WHETHER SUCH ORDERS RELATE TO A
STRATEGY INVOLVING any stock index futures, stock index options, or options on stock index futures.
These procedures have been filed as a rule with the SEC.

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

MOC Order Entry

The cut-off time is 3:40 p.m. for the entry of all MOC orders, regardless of whether they relate to a strategy
including any expiring stock index futures, stock index options or options on stock index futures. This
requirement applies to all stocks not just pilot stocks. Floor brokers representing any MOC orders must
communicate their irrevocable MOC interest to the specialist by 3:40 p.m. These closing procedures will be
implemented with the April 19, 1996 expiration.

To facilitate the determination of order imbalances before the close, no MOC order may be entered in any
stock after 3:40 p.m. except to offset a published imbalance. This will contribute to a more accurate picture,
earlier, of the interest in any stock at the close.

For the limited exception that relates to entry of MOC orders to offset published imbalances, refer to the
material below.

Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:40 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will continue to be permitted after 3:40 p.m.

Special Procedures on Limitation of Entry of Orders and Publication of Imbalances

You must, as stated above and required for all stocks, enter all MOC orders, by 3:40 p.m. eastern time. It
should be noted that pursuant to the newly amended Rule 13, limit-at-the-close orders may be entered in any
stock for execution on the close, in addition to market-on-close orders.
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As soon as possible after 3:40 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:40 p.m. in the pilot stocks, and other stocks may also publish MOC
imbalances. No MOC or LOC orders will be permitted in any stock that does not publish an imbalance. While
MOC orders previously entered may be cancelled or reduced in size until 3:40 p.m., once a publication of an
imbalance in a stock has been made, any MOC or LOC orders subsequently entered in such stock will be
accepted only to trade on the opposite side of the market in relation to such published imbalance.

The liquidation of positions relating to a strategy involving any stock index futures, stock index options, or
options on stock index futures using MOC orders entered after 3:40 p.m. is not permitted, even if such orders
might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC or LOC orders, the imbalance of MOC orders
published as of 3:40 p.m. may not reflect the imbalance that exists at the close.

Printing at the Close

Where there is an imbalance in MOC orders, the imbalance shall, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The specialist shall then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction should be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they shall be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

“G” Orders

Proprietary orders represented pursuant to Section 11(a) (1) (G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a) (1) (G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

Rule 80A

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on the last trade date prior to each month's expiration.

If an MOC index arbitrage order to establish or increase a position is entered, and Rule 80A subsequently
goes into effect, the MOC order must be cancelled, regardless of the time Rule 80A goes into effect. If Rule
80A goes into effect prior to 3:40 p.m., the MOC order may be reentered with the appropriate tick restriction.
If Rule 80A goes into effect after 3:40 p.m., and there is a published imbalance in the subject stock, the MOC
order may be reentered, with the appropriate tick restriction, to offset the imbalance.

Due Diligence Requirements

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

140

http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D11%28a%29%281%29%28G%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE90/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D11%28a%29%281%29%28G%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a) (2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. David Fisch at (212) 656-6769 or Ms.
Carol Krusik at (212) 656-4597.

Robert J. McSweeney

Senior Vice President

                                 

Attachments

                 

Expiration Friday Pilot Stocks - April 19, 1996

       ABT    ABBOTT LABORATORIES

       AHP    AMERICAN HOME PRODUCTS CORPORATION

       AIG    AMERICAN INTERNATIONAL GROUP INC.

       AIT    AMERITECH CORP.

       AN     AMOCO CORPORATION

       AXP    AMERICAN EXPRESS COMPANY

       BA     BOEING COMPANY
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       BAC    BANKAMERICA CORPORATION

       BEL    BELL ATLANTIC CORPORATION

       BLS    BELLSOUTH CORPORATION

       BMY    BRISTOL MYERS SQUIBB COMPANY

       C      CHRYSLER CORPORATION HOLDING CO.

       CCI    CITICORP

       CHV    CHEVRON CORPORATION

       *CMB   CHASE MANHATTAN CORP.

       COL    COLUMBIA HEALTHCARE CORP.

       DD     DU PONT COMPANY

       DIS    WALT DISNEY COMPANY

       DOW    DOW CHEMICAL COMPANY

       EK     EASTMAN KODAK COMPANY

       F      FORD MOTOR COMPANY

       FNM    FEDERAL NATIONAL MORTGAGE ASSOCIATION

       G      GILLETTE COMPANY
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       GE     GENERAL ELECTRIC COMPANY

       GM     GENERAL MOTORS CORPORATION

       GTE    GTE CORPORATION

       HWP    HEWLETT-PACKARD COMPANY

       IBM    INTERNATIONAL BUSINESS MACHINES CORP.

       IP     INTERNATIONAL PAPER COMPANY

       JNJ    JOHNSON AND JOHNSON

       KO     COCA-COLA COMPANY

       LLY    ELI LILLY AND COMPANY

       MCD    MCDONALDS CORPORATION

       MMM    MINNESOTA MINING AND MANUFACTURING

       MO     PHILIP MORRIS COS. INC.

       MOB    MOBIL CORPORATION

       MOT    MOTOROLA INC.

       MRK    MERCK AND COMPANY INC.

       NB     NATIONSBANK CORP.
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       NYN    NYNEX CORPORATION

       PG     PROCTER AND GAMBLE COMPANY

       PEP    PEPSICO INC.

       PFE    PFIZER INC.

       RD     ROYAL DUTCH PETROLEUM COMPANY

       S      SEARS ROEBUCK AND CO.

       SBC    SOUTHWESTERN BELL CORPORATION

       SGP    SCHERING PLOUGH CORP.

       T      AMERICAN TELEPHONE AND TELEGRAPH

       *TX    TEXACO INC.

       *WFC   WELLS FARGO & COMPANY

       WMT    WAL-MART STORES INC.

       XON    EXXON CORPORATION

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of April 4, 1996 and
the 20 Major Market Index stocks. The indicated (*) stocks have been added to the list. KMB, PNU, TRV and
UN have been deleted.

              

MidCap Index Expiration Friday Stocks - April 19, 1996
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       AFL    AFLAC Inc.

       AOC    AON Corp.

       BEN    Franklin Resources Inc.

       FRO    Frontier Corp.

       HFS    HFS Incorporated

       HRC    HEALTHSOUTH Corporation

       *MIR   Mirage Resorts Inc.

       SCH    Charles Schwab Corp.

       SEG    Seagate Technology Inc.

       TMO    Thermo Electron Corp.

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of April 4,
1996. The indicated (*) stocks have been added to the list. EMC has been deleted.

MEMORANDUM

Date: April 12, 1996

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) Orders and Limit-at-
the-Close (LOC) Orders

Openings

1Q. Can “limit at the opening” (“limit OPG”) orders be entered in the stocks that are not among the
stocks included in the pilot?

1A. Yes. “Limit OPG” orders are permitted in all stocks on expiration Friday. Those orders related to a
strategy in expiring contracts must be entered by 9:00 a.m.

2Q. When can specialists obtain an OARS status request?
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2A. At any time after 7:30 a.m., in any stock. (Specialists should review OARS inquiry, freeze and opening
procedures to avoid problems.)

3Q. Must specialists wait until 9:27 a.m. to start the ITS pre-opening application?

3A. No. ITS Pre-Opening notifications may be issued beginning at 9:00 a.m.

4Q. Are “G” orders to sell short at the market handled differently at the opening than at the close on
expiration day?

4A. Yes, “G” short market orders are covered by two different procedures. At the opening they are handled
as they are on any other day. “G” short market orders must yield to all public limit orders at the lowest valid
short tick. At any higher price the “G” shorts need not yield. At the close, “G” market shorts must yield to all
limit orders at the sale price, even if that price is higher than the first valid short tick.

5Q. How should specialists and Floor Officials handle requests to “hold the opening” in the pilot
stocks?

5A. The Exchange has added auxiliary and early procedures with the express purpose of providing a prompt
opening in all stocks, not just the 50 pilot stocks. Brokers should be told to have their opening interest
represented by 9:30 a.m., and assuming adequate pricing information re: substantial disparity from the close,
all stocks should be opened as quickly after 9:30 as possible.

MOC Orders and LOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

2A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

       

Example #1   200,000 buy MOC

                     

50,000 sell MOC

                     

50,000 sell plus MOC
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25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

       

Example #2   100,000 sell MOC

                    

050,000 buy MOC

                    

025,000 buy minus MOC

                    

025,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000−B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

3Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4-1/2 - last sale 20 3/8

3A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the existing 20 1/2 sell limit orders have
priority over the MOC sell plus and sell short orders which in this case are treated like limit orders. On the
other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the MOC sell plus or sell short
orders are treated as marketable orders which go ahead of the 20 1/2 sell limit orders.

In the case of a MOC buy minus order, if the last sale was a “plus” or “zero plus” tick, all limit orders at 20
1/4 would have priority. If the last sale was a “minus” or “zero minus” tick, the MOC buy minus orders are
marketable and go ahead of the 20 1/4 limit orders.

4Q. Are MOC “short” at-the-close orders permitted?

4A. Firms may enter “short” MOC orders.
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5Q. Should brokers in the Crowd give the specialist their MOC orders prior to 3:40 p.m.? How should
they be handled by the specialist?

5A. In all stocks, any brokers in the Crowd handling any MOC orders must either give their orders to the
specialist or communicate their irrevocable interest to the specialist by 3:40 p.m., to allow the specialist to
arrange a closing price.

6Q. Can MOC orders be cancelled after 3:40 p.m.?

6A. Firms may not enter MOC cancellations or reduce MOC orders in size after 3:40 p.m. No broker or
specialist can accept cancellation instructions on any MOC order after 3:40 p.m., except to correct a bona fide
error.

7Q. How are “limit or MOC” orders handled by specialists? How are “working” orders with
instructions to complete MOC handled by brokers?

7A. As with a simple MOC order, specialists and Floor brokers may not accept “limit or MOC” orders
after 3:40 p.m. “Limit or MOC” orders entered with the specialist before 3:40 p.m. will be considered to be
irrevocable MOC orders on the unexecuted portion as of 3:40 p.m., unless cancelled with the specialist prior
to that time.

When a broker represents a “working” order with instructions to complete MOC, by 3:40 p.m., the broker must
either enter a MOC order with the specialist or communicate his or her irrevocable interest to the specialist
with respect to any portion to be executed on a MOC basis. What portion the broker enters/commits would be
based upon the market characteristics of the stock, and his or her reasonable expectation of execution given
market conditions in the stock from 3:40 p.m. to the close.

8Q. Can MOC orders be entered in the pilot stocks if a “No Imbalance” notice is published at 3:40
p.m.?

8A. No MOC orders may be entered if a “No Imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.

9Q. Are limit-at-the-close (LOC) orders permitted?

9A. Yes. LOC orders are permitted in all stocks. LOC orders may be entered only to offset published
imbalances of market-at-the-close (“MOC”) orders and must be entered by 3:55 p.m. LOC orders are
irrevocable once entered, except in the case of legitimate error.

10Q. What is the priority sequence for execution of LOC orders?

10A. Marketable LOC orders are treated as market orders and must be executed. Such orders include better-
priced (i.e., orders with a limit price better than the closing price) LOC orders to buy and sell long (including
“G” orders) and better-priced LOC orders to sell short or sell plus, if the closing price would represent a
“double plus tick”.

LOC orders limited to the closing price and better-priced LOC orders to sell short and sell plus that could not
be executed at a price lower than the actual close are sequenced by time priority among themselves, but
behind all other orders at the closing price, and may be executed, depending on the size of the imbalance to
be offset.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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1  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.
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Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF OPERATIONS OFFICER/PARTNER, LEGAL, COMPLIANCE AND INTERNAL AUDIT
DEPARTMENTS

SUBJECT: CLARIFICATION OF RECORDKEEPING REQUIREMENTS FOR FORWARD SETTLING
REPURCHASE AGREEMENT TRANSACTIONS (“FORWARD REPOS”)

Recent discussions with the Securities and Exchange Commission (“SEC”) and the Department of the
Treasury have revealed the need for clarification of the federal securities recordkeeping requirements for
forward settling repurchase and reverse repurchase agreement transactions (“Forward Repos”). Forward
Repos are viewed as repurchase or reverse repurchase agreement transactions that settle in a longer
timeframe than same-day settlement.

The SEC has advised us that the recordkeeping requirements of Rule 17a-3 and record retention
requirements of Rule 17a-4 do apply to Forward Repo transactions. In particular, the requirements of Rule
17a-3(a)(1) Blotters, (a)(6) Order Tickets and (a)(7) Principal Order Tickets, and Rule 17a-4(a) and (b)(1),
should be satisfied.

In addition, the Exchange, SEC and the Department of the Treasury consider it prudent business practice and
expect broker-dealers to issue confirmations on these transactions to their counterparties on trade date.

Questions concerning this memorandum may be directed to your Finance Coordinator.

Raymond J. Hennessy

Vice President
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Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: FLOOR BROKERS/CHIEF FINANCIAL/OPERATIONS OFFICERS/PARTNERS

SUBJECT: FORM 600TC/FLOOR BROKERAGE AND COMMISSIONS REPORTING

Recently, there have been a number of questions raised concerning the treatment of direct access business
on Form 600TC. The primary concern raised deals with distinguishing floor brokerage income from
commission revenues and the reporting of this information, along with the corresponding share volume, on
Form 600TC.

As a general rule, floor brokerage revenue must have the two following characteristics:

1. The order must be received from another member, member firm or one of their employees and executed
on behalf of that member or member firm.

2. The fee charged for this service must be directly paid to the executing member, if not associated with
a member firm, or firm of the affiliated member, by the member or member firm for whom the service is
performed.

All other execution income is considered to be commission income. This would include income received from
non-member broker-dealers as well as public institutional and retail customers.

Floor brokerage income is reportable on Line G on Exchange Form 600TC. The share volume on this activity
should be reported by the member firm for whom the floor broker performs the service. While no transaction
charge is assessed on floor brokerage earnings, a Form 600TC must still be filed monthly and the income
must be reported.

All other commission income is reportable on Lines K through L. The share volume related to the commission
income should be reported on Lines A through E and is subject to the transaction charge assessments stated
on the Form.

In its most simple terms, floor brokerage must be reported but is not assessed a transaction charge.
Commissions must be reported and the related share volume is assessed. The Exchange views any
execution fee charged by a member to another member as floor brokerage. Any execution fee charged to
a non-member broker-dealer, institutional or retail customer is deemed to be commission income and the
related share volume is subject to assessment.

Member Firm Regulation will test for compliance with the provisions as clarified in this memo.

If you have any questions, please contact your Finance Coordinator.

Salvatore Pallante

Senior Vice President
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Member Firm Regulation

 TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, CHIEF FINANCIAL OFFICER, LEGAL
AND COMPLIANCE DEPARTMENTS

SUBJECT: UPDATED LISTING OF THE DEPARTMENT OF TREASURY “SPECIALLY DESIGNATED
NATIONALS AND BLOCKED PERSONS”

The Department of the Treasury's Office of Foreign Assets Control (“OFAC”) has recently updated its listing
of “Specially Designated Nationals and Blocked Persons”. OFAC has added 198 names (60 entities, 138
individuals) to the most recent listing that was attached to NYSE Information Memo 95-45, dated October 25,
1995.

Attached is a copy of OFAC's updated listing and an overview of the Executive Order 12978, regarding “the
blocking of assets and prohibitions against transactions with Narcotics Traffickers”.

The Office of Foreign Assets Control has a “hotline” for compliance inquiries which members and member
organizations should utilize if there are any questions. The hotline number is (202) 622-2490.

Salvatore Pallante

Senior Vice President

U.S. Department of the Treasury

Office of Foreign Assets Control

NARCOTICS

What You Need To Know About Executive Order 12978

INTRODUCTION

On October 21, 1995, President Clinton signed Executive Order 12978 entitled “Blocking Assets and
Prohibiting Transactions with Significant Narcotics Traffickers” (the “Order”).

The Order blocks all property subject to U.S. jurisdiction in which there is any interest of four principal
figures in the Cali drug cartel who are listed in the annex to the Order. Those four individuals are named as
“Principal Individuals” below. In addition, the Order blocks the property and interests in property of foreign
persons determined by the Secretary of the Treasury, in consultation with the Attorney General and the
Secretary of State, (a) to play a significant role in international narcotics trafficking centered in Colombia,
or (b) to materially assist in or provide financial or technological support for, or goods or services in support
of, persons designated in or pursuant to the Order. In addition, the Order blocks all property and interests in
property subject to U.S. jurisdiction of persons determined by the Secretary of the Treasury, in consultation
with the Attorney General and the Secretary of State, to be owned or controlled by, or to act for or on behalf
of, persons designated in or pursuant to the Order (collectively “Specially Designated Narcotics Traffickers”
or “SDNTs”). Listed below are additional foreign entities and individuals designated by the Office of Foreign
Assets Control as SDNTs pursuant to the Order.
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The Order further prohibits any transaction or dealing by a United States person or within the United States
in property or interests in property of SDNTs, and any transaction that evades or avoids, has the purpose of
evading or avoiding, or attempts to violate, the prohibitions contained in the Order. This obviously impacts
trade transactions (involving, for example, letters of credit) as well as accounts and other assets.

Designations of persons blocked pursuant to the Order are effective upon the date of determination by the
Director of the Office of Foreign Assets Control, acting under authority delegated by the Secretary of the
Treasury. Public notice of blocking is effective upon the date of filing with the Federal Register, or upon prior
actual notice.

Corporate criminal penalties for violations of the International Emergency Economic Powers Act range up to
$500,000: individual penalties range up to $250,000 and 10 years in jail. Civil penalties of up to $10,000 may
also be imposed administratively.

The following have been named:

SPECIALLY DESIGNATED NARCOTICS TRAFFICKERS [SDNTs]:

Principal Individuals -

RODRIGUEZ OREJUELA, Gilberto (a.k.a. “Lucas;” a.k.a. “The Chess Player”), Cali, Colombia; DOB 31
Jan 1939; Passports T321642 (Colombia), 77588 (Argentina), 10545599 (Venezuela); Cedula No. 6068015
(Colombia) (individual)

RODRIGUEZ OREGUELA, Miguel Angel (a.k.a. “El Senor”; a.k.a. “Patricia”; a.k.a. “Patricio”, a.k.a. “Patty”;
a.k.a. “Pat”; a.k.a. “Manuel”; a.k.a. “Manolo”; a.k.a. “Mike”; a.k.a. “Mauro”; a.k.a. “Doctor M.R.O.”), Casa No.
19, Avenida Lago, Ciudad Jardin, Cali, Colombia; DOB 23 Nov 1943; alt. DOB 15 Aug 1943; Cedula No.
6095803 (Colombia) (individual)

RODRIGUEZ OREJUELA, Gilberto (a.k.a. “Lucas,” a.k.a. “The Chess Player”), Cali, Columbia; DOB 31
Jan 1939; Passports T321642 (Columbia). 77588 (Argentina). 10545599 (Venezuela); Cedula No. 6068015
(Columbia) (individual)

RODRIGUEZ OREJUELA, Miguel Angel (a.k.a. “El Senor”; a.k.a. “Patricia”; a.k.a. “Patricio”; a.k.a. “Patty”;
a.k.a. “Pat; a.k.a. “Manuel”; a.k.a. “Manolo”; a.k.a. “Mike”; a.k.a. “Mauro”; a.k.a. “Doctor M.R.O.”), Casa No.
19, Avenida Lago, Ciudad Jardin, Cali, Colombia; DOB 23 Nov. 1943; alt. DOB 15 Aug 1943; Cedula No.
6095803 (Columbia) (individual)

SANTACRUZ LONDONO, Jose (a.k.a. “Chepe”; a.k.a. “Don Chepe”; a.k.a. “El Gordo Chepe”; a.k.a. “07”),
Cali, Columbia; DOB 1 Oct 1943; Passport AB149814 (Colombia); Cedula No. 14432230 (Colombia)
(individual)

HERRERA BUITRAGO, Helmer (a.k.a. “Pacho”; a.k.a. “H7”), Cali, Colombia; DOB 24 Aug 1951; alt. DOB 5
Jul 1951; Passport J287011 (Colombia); Cedula No. 16247821 (Colombia) (individual)

Entities -

ADMINISTRACION INMOBILIARIA BOLIVAR S.A. (a.k.a. INMOBILIARIA BOLIVAR S.A.), Calle 17N No.
6N-2B, Cali, Colombia

AGRICOLA HUMYAMI LTDA., Apartado Aereo 30352, Cali, Colombia

AGROPECUARIA BETANIA LTDA., Calle 70N No. 14-31, Cali, Colombia; Carrera 61 No. 11-58, Cali,
Colombia

AGROPECUARIA Y REFORESTADORA HERREBE LTDA., Avenida 2N No. 7N-55 of. 501, Cali, Colombia

ALFA PHARMA S.A., Diagonal 17 No. 28A-80, Bogota, Colombia

AMPARO RODRIGUEZ DE GIL Y CIA. S. EN C., Avenida 4N No. 5N-20, Cali, Colombia
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ANDINA DE CONSTRUCCIONES S.A., Cali, Colombia

ASESORIAS COSMOS LTDA., Carrera 40 No. 6-50 apt. 13-01, Cali, Colombia

ASPOIR DEL PACIFICO Y CIA. LTDA., Cali, Colombia

AUREAL INMOBILIARIA LTDA., Avenida 7 No. 112-38 of. 104, Bogota, Colombia

BLAIMAR (a.k.a. LABORATORIOS BLAIMAR DE COLOMBIA S.A.), Calle 12B 27 39, Bogota, Colombia

BLANCO PHARMA S.A. (a.k.a. LABORATORIOS BLANCO PHARMA S.A.), Carrera 99 y 100 No. 46A-10,
Bodega 4, Bogota, Colombia

CARS & CARS LTDA (a.k.a. CENTRO COMERCIAL DEL AUTOMOVIL; a.k.a. COMERCIALIZADORA
INTEGRAL LTDA; a.k.a. PROYECTO CARS & CARS), Avenida Roosevelt entre carreras 38 y 38A esquinas,
Cali, Colombia

CENTRO COMERCIAL DEL AUTOMOVIL (a.k.a. CARS & CARS LTDA; a.k.a. COMERCIALIZADORA
INTEGRAL LTDA; a.k.a. PROYECTO CARS & CARS), Avenida Roosevelt entre carreras 38 y 38A esquinas,
Cali, Colombia

COLOR 89.5 FM STEREO, Calle 15N No. 6N-34 piso 15, Edificio Alcazar, Cali, Colombia; Calle 19N No.
2N-29, Cali, Colombia

COMERCIALIZADORA DE CARNES DEL PACIFICO LTDA., Calle 25 No. 8-54, Cali, Colombia

COMERCIALIZADORA INTEGRAL LTDA. (a.k.a. CARS & CARS LTDA.; a.k.a. CENTRO COMMERICAL
DEL AUTOMOVIL; a.k.a. PROYECTO CARS & CARS), Avenida Roosevelt entre carreras 38 y 38A
esquinas, Cali, Colombia

COMERCIALIZADORA OROBANCA (a.k.a. SOCIR S.A.), Calle 36A No. 3GN-07 of. 302, Edificio El Parque,
Cali, Colombia; Calle 22N No. 5A-75 of. 702, Edificio Via Veneto, Cali, Colombia

COMPAX LTDA. (a.k.a. INVERSIONES Y DISTRIBUCIONES COMPAX LTDA.), Calle 10 No. 4-47 piso 19,
Cali, Colombia

CONCRETOS CALI S.A., Calle 7 No. 82-65, Cali, Colombia

CONDOR (a.k.a. DISTRIBUIDORA DE DROGAS CONDOR LTDA.), Calle 10 No. 32A-64, Bogota, Colombia:
Calle 68 52-05, Bogota, Colombia

CONE S.A. (a.k.a. CONSTRUEXITO S.A.), Avenida 2N No. 7N-55 of. 501. Cali, Colombia

CONSTRUCTORA CASCADA (a.k.a. SOCIEDAD CONSTRUCTORA LA CASCADA S.A.), Calle 1A62A-120,
Cali, Colombia; Calle 1A 62A-120 B2 108, Cali, Colombia; Calle 1A 62A-120 2305, Cali, Colombia; Calle
1A 62A-120 2418, Cali, Colombia; Calle 1A 62A-120 4114, Cali, Colombia; Calle 1A 62A-120 6245, Cali,
Colombia, Calle 133-32 piso 12 y piso 14, Cali, Colombia; Carrera 4 12-41 of. 1401, Cali, Colombia; Carrera
4 No. 12-41 of. 1403, Cali, Colombia; Carrera 64 IC-63, Cali, Colombia; Carrera 64 1B-83, Cali, Colombia

CONSTRUCTORA DIMISA LTDA., Calle 70N No. 14-31, Cali, Colombia

CONSTRUCTORA GOPEVA LTDA., Avenida 3A No. 51-15, Cali, Colombia

CONSTRUCTORA TREMI LTDA., Carrera 1A Oeste No. 68-75, Cali, Colombia

CONSTRUEXITO S.A. (a.k.a. CONE S.A.), Avenida 2N No. 7N-55 of. 501, Cali, Colombia

CREACIONES DEPORTIVAS WILLINGTON LTDA., Cosmocentro, Local 130, Cali, Colombia; Calle 5 No.
25-65, Cali, Colombia

DEPOSITO POPULAR DE DROGAS S.A., Carrera 6 No. 24-77, Cali, Colombia

DERECHO INTEGRAL Y CIA. LTDA., Calle 22N No. 5A-75 piso 5, Cali, Colombia

DISTRIBUIDORA DE DROGAS CONDOR LTDA. (a.k.a. CONDOR), Calle 10 No. 32A-64, Bogota, Colombia;
Calle 68 52-05, Bogota, Colombia
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DISTRIBUIDORA DE DROGAS LA REBAJA PRINCIPAL S.A. (a.k.a. DISTRIBUIDORA DE DROGAS LA
REBAJA S.A.; a.k.a. DROGAS LA REBAJA), Calle 10 No. 4-47 Piso 19, Cali, Colombia; Calle 18 121-130,
Cali, Colombia; Calle 146-66, Cali, Colombia; Carrera 7 13-132 piso 4, Cali, Colombia; Carrera 7A 14-25 piso
2, Cali, Colombia; Carrera 10 11-71, Cali, Colombia; Carrera 99 No. 46 A-10 Bdg 6 y 8, Bogota, Colombia

DISTRIBUDORA DE DROGAS LA REBAJA S.A. (a.k.a. DISTRIBUIDORA DE DROGAS LA REBAJA
PRINCIPAL S.A.; a.k.a. DROGAS LA REBAJA), Calle 10 No. 4-47 Piso 19, Cali, Colombia; Calle 18
121-130, Cali, Colombia; Calle 14 6-66, Cali, Colombia; Carrera 7 13-132 piso 4, Cali, Colombia; Carrera 7A
14-25 piso 2 Cali, Colombia, Carrera 10 11-71, Cali, Colombia; Carrera 99 No. 46 A-10 Bdg 6 y 8, Bogota,
Colombia

DISTRIBUIDORA MIGIL BOGOTA LTDA (n.k.a. DISTRIBUIDORA MIGIL CALI S.A.; n.k.a. DISTRIBUIDORA
MILIL LTDA; n.k.a. MIGIL), Calle 5C 41-30, Cali Colombia; Carrera 26 5B-65, Cali, Colombia; Carrera
30-5-12, Cali, Colombia

DISTRIBUIDORA MIGIL CALI S.A. (a.k.a. DISTRIBUIDORA MIGIL LTDA; a.k.a. MIGIL; f.k.a.
DISTRIBUIDORA MIGIL BOGOTA LTDA.), Calle 5C 41-30, Cali, Colombia; Carrera 26 5B-65, Cali,
Colombia; Carrera 30-5-12, Cali, Colombia

DISTRIBUIDORA MIGIL LTDA, (a.k.a. DISTRIBUIDORA MIGIL CALI S.A., a.k.a. MIGIL; f.k.a.
DISTRIBUIDORA MIGIL BOGOTA LTDA.), Calle 5C 41-30, Cali, Colombia; Carrera 26 5B-65, Cali, Colombia
30-5-12, Cali, Colombia

DISTRIBUIDORA MYRAMIREZ S.A., Calle 33BN No. 2BN-49 apt. 503A, Cali, Colombia, Carrera 69A No.
49A-49, Bogota, Colombia

DROGAS LA REBAJA (a.k.a. DISTRIBUIDORA DE DROGAS LA REBAJA S.A.; a.k.a. DISTRIBUIDORA DE
DROGAS LA REBAJA PRINCIPAL S.A.), Calle 10 No. 4-47 Piso 19, Cali, Colombia; Calle 18 121-130, Cali,
Colombia; Calle 14 6-66, Cali, Colombia; Carrera 7 13-132 piso 4, Cali, Colombia; Carrera 7A 14-25 piso 2,
Cali, Colombia; Carrera 10 11-71, Cali, Colombia; Carrera 99 No. 46 A-10 Bdg 6 y 8, Bogota, Colombia

DROGAS LA REBAJA BARRANQUILLA S.A., Avenida Pedro Heredia, Barranquilla, Colombia; Local Cerete,
Barranquilla, Colombia; Local de Riohacha, Barranquilla, Colombia

DROGAS LA REBAJA BUCARAMANGA S.A., Local No. 1, Bucaramanga, Colombia; Local No. 1, Cucuta,
Colombia; Local No. 2, Cucuta, Colombia; Local No. 6, Cucuta, Colombia; Local No. 7, Cucuta, Colombia;
Local No. 9, Cucuta, Colombia; Local 201, Valledupar, Colombia

DROGAS LA REBAJA CALI S.A., Barrio Siloe, Cali, Colombia; Calle 13 #6-85, Cali, Colombia; Calle 3
#4-02 B/Ventura, Cali, Colombia; Local Comuneros No. 20, Cali, Colombia; Local del Poblado No. 17, Cali,
Colombia; Santander de Quilichao, Cali, Colombia

DROGAS LA REBAJA NEIVA S.A., Neiva, Colombia

DROGAS LA REBAJA PASTO S.A., Calle 18 #26-40, Pasto, Colombia; Local No. 6, Pasto, Colombia; Local
No. 13, Puerto Asis, Colombia

DROGAS LA REBAJA PEREIRA S.A., Local Cajamarca, Pereira, Colombia; Local Dos Quebradas, Pereira,
Colombia; Local Santa Rosa de Cabal, Pereira, Colombia; Local la Virginia, Pereira, Colombia

EXPORT CAFE LTDA, Carrera 7 No. 11-22 of. 413, Cali, Colombia

FARALLONES STEREO 91.5 FM, Calle 15N No. 6N-34 piso 15, Edificio Alcazar, Cali, Colombia

FARMATODO S.A., Diagonal 17 No. 28A-39, Bogota, Colombia; Diagonal 17 No. 28A-80, Bogota, Colombia

GANADERA LTDA (a.k.a. GANADERIA), Carrera 4 12-41 piso 15, Edificio Seguros Bolivar, Cali, Colombia

GANADERIA (a.k.a. GANADERA LTDA.), Carrera 4 12-41 piso 15, Edificio Seguros Bolivar, Cali, Colombia

GRUPO SANTA LTDA., Calle 18 106-98 of. 20 1/202, Cali, Colombia; Carrera 4 12-41 piso 14 y 15, Edificio
Seguros Bolivar, Cali, Colombia; Carrera 84 17-29, Cali, Colombia
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HACIENDA LA NOVILLERA (a.k.a. NOVILLERA a.k.a. NOVILLERA GANADERA), Carrera 4 12-41 piso 15,
Edificio Seguros Bolivar, Cali, Colombia; Paso de la Bolsa, Jamundi, Valle del Cauca, Colombia

HACIENDA SANDRANA (a.k.a. SANDRANA; a.k.a. SANDRANA GANADERA), Carrera 4 12-41 piso 15,
Edificio Seguros Bolivar, Cali, Colombia; San Pedro, Valle del Cauca, Colombia

HAYDEE DE MUNOZ Y CIA. S. EN C., Avenida 6N No. 23DN-16, Cali, Colombia; Avenida 4n No. 5N-20,
Cali, Colombia

INCOVALLE (a.k.a. INVERSIONES Y CONSTRUCCIONES VALLE S.A.), Avenida 2N No. 7N-55 of. 501,
Cali, Colombia

INDUSTRIA AVICOLA PALMASECA S.A., Carrera 61 No. 11-58, Cali, Colombia; Carretera Central via
Aeropuerto Palmaseca, Colombia

INMOBILIARIA AURORA LTDA., Avenida Canasgordas con Avenida Guali Casa 35, Cali, Colombia; Carrera
4 12-41 piso 15, Edificio Seguros Bolivar, Cali, Colombia; Carrera 24F Oeste 3-70, Cali, Colombia; Carrera
38A No. 5E-31, Edificio Conquistadores, Cali, Colombia

INMOBILIARIA BOLIVAR S.A. (a.k.a. ADMINISTRACION INMOBILIARIA BOLIVAR S.A.), Calle 17N No.
6N-2B, Cali, Colombia

INMOBILIARIA SAMARIA LTDA., Calle 13 3-32 piso 13, Cali, Colombia; Calle 13A 64-50 F201, Cali,
Colombia; Calle 18, No. 106-98 of. 20 1/202, Cali, Colombia, Carrera 4 12-41 piso 15, Edificio Seguros
Bolivar, Cali, Colombia

INMOBILIARIA U.M.V.S.A., Carrera 83 No. 6-50, Edificio Alqueria, Torre C, of. 302, Cali, Colombia

INTERCREDITOS BOGOTA (a.k.a. INTERCREDITOS S.A.), Bogota, Colombia

INTERCREDITOS CALI (a.k.a. INTERCREDITOS S.A.), Avenida Roosevelt No. 38-32, piso 2, Cali, Colombia

INTERCREDITOS S.A. (a.k.a. INTERCREDITOS BOGOTA), Bogota, Colombia; (a.k.a. INTERCREDITOS
CALI), Avenida Roosevelt No. 38-32, piso 2, Cali, Colombia

INVERSIONES ARA LTDA., Avenida 4N 6N-67 of. 601, Cali, Colombia; Avenida 6AN 18-69 1-128, Cali,
Colombia; Avenida 6AN 23DN-16 of. 402, Cali, Colombia; Club El Remanso, Jamundi, Colombia

INVERSIONES BETANIA LTDA., Avenida 2N No. 7N-55 of. 501, Cali, Colombia; Carrera 53 No. 13-55 apt.
102B, Cali, Colombia

INVERSIONES CAMINO REAL S.A., Calle 10 No. 4-47 piso 19, Cali, Colombia

INVERSIONES EL PASO LTDA. (f.k.a. INVERSIONES NEGOAGRICOLA S.A.), Carrera 4 No. 12-41 of.
1403, Cali, Colombia

INVERSIONES EL PENON S.A., Avenida 2N, Cali, Colombia

INVERSIONES GEELE LTDA., Calle 17A No. 28A-23, Bogota, Colombia

INVERSIONES GEMINIS S.A., Carrera 40 No. 6-24 of. 402B, Cali, Colombia

INVERSIONES HERREBE LTDA., Avenida 2N No. 7N-55 of. 501, Cali, Colombia; Carrera 25 No. 4-65, Cali,
Colombia

INVERSIONES INTEGRAL Y CIA., Calle 16B No. 114080 Casa 2, Cali, Colombia; Carrera 2 Oeste 5-46 apt./
of. 503, Cali, Colombia

INVERSIONES INVERVALLE S.A. (a.k.a. INVERVALLE), Avenida 2N No. 7N-55 of. 501, Cali, Colombia;
Calle 70N No. 14-31, Cali, Colombia

INVERSIONES LA SEXTA LTDA., Calle 10 No. 4-47 piso 19, Cali, Colombia

INVERSIONES MIGUEL RODRIGUEZE HIJO, Avenida 4n 6N-67 of. 601, Cali, Colombia; Avenida 6N
23DN-16 of. 202, 301, 302, 401, 402, Cali, Colombia

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

156

http://researchhelp.cch.com/License_Agreement.htm


INVERSIONES MOMPAX LTDA. (a.k.a. MOMPAX LTDA.), Calle 10 No. 4-47 piso 19, Cali, Colombia

INVERSIONES NEGOAGRICOLA S.A. (a.k.a. INVERSIONES EL PASO LTDA.), Carrera 4 No. 12-41 of.
1403, Cali, Colombia

INVERSIONES RODRIGUEZ ARBELAEZ Y CIA. S. EN C., Avenida 4N No. 5N-20, Cali, Colombia; Avenida
6N No. 23D-16 of. 402, Cali, Colombia

INVERSIONES RODRIGUEZ MORENO Y CIA. S. ENC., Calle 10 No. 4-47, Cali, Colombia

INVERSIONES RODRIGUEZ RAMIREZ Y CIA. S.C.S.S., Calle 10 No. 4-47 piso 19, Cali, Colombia

INVERSIONES SANTA LTDA. (f.k.a. INVERSIONES Y CONSTRUCCIONES SANTA LIMITADA), Calle
5 66B-49 piso 3, Cali, Colombia; Calle 5 Oeste 3A-26 apt/of. 103, 301, 404, 502, 503, Cali, Colombia;
Calle 7 Oeste 25-48, Cali, Colombia; Calle 9 No. 46-69 of. 302, Cali, Colombia; Calle 13 3-32 piso 14, Cali,
Colombia; Carrera 2 Oeste 5-46 of 502, Cali, Colombia; Carrera 4 12-41 piso 14, Edificio Seguros Bolivar,
Cali, Colombia; Carrera 4 12-41 piso 15, Edificio Seguros Bolivar, Cali, Colombia

INVERSIONES Y CONSTRUCCIONES SANTA LIMITADA (n.k.a. INVERSIONES SANTA LTDA.), Calle 5
66B-49 piso 3, Cali, Colombia; Calle 5 Oeste 3A-26 apt/of 103, 301, 404, 502, 503, Cali, Colombia; Calle
7 Oeste 25-48, Cali, Colombia; Calle 9 No. 46-69 of. 302, Cali, Colombia; Calle 13 3-32 piso 14, Cali,
Colombia; Carrera 2 Oeste 5-46 of 502, Cali, Colombia; Carrera 4 12-41 piso 14, Edificio Seguros Bolivar,
Cali, Colombia; Carrera 4 12-41 piso 15, Edificio Serguros Bolivar, Cali, Colombia

INVERSIONES Y CONSTRUCCIONES VALLE S.A. (a.k.a. INCOVALLE), Avenida 2N No. 7N-55 of. 501,
Cali, Colombia

INVERSIONES Y DISTRIBUCIONES COMPAX LTDA. (a.k.a. COMPAX LTDA.), Calle 10 No. 4-47 piso 19,
Cali, Colombia

INVERVALLE (a.k.a. INVERSIONES INVERVALLE S.A.), Avenida 2N No. 7N-55 of. 501, Cali, Colombia;
Calle 70N No. 14-31, Cali, Colombia

KRESSFOR (a.k.a. LABORATORIOS KRESSFOR DE COLOMBIA S.A.), Calle 16 28A 51, Bogota,
Colombia; Calle 16 28A 51, Bogota, Colombia; Calle 16 28A 57, Bogota, Colombia; Calle 17 28A-43, Bogota,
Colombia; Calle 17A 28 43, Bogota, Colombia

LABORATORIOS BLAIMAR DE COLOMBIA S.A. (a.k.a. BLAIMAR(, Calle 12B 27 39, Bogota, Colombia

LABORATORIOS BLANCO PHARMA S.A. (a.k.a. BLANCO PHARMA S.A.), Carrera 99 y 100 No. 46A-10,
Bodega 4, Bogota, Colombia

LABORATORIOS GENERICOS VETERINARIOS DE COLOMBIA S.A., Carrera 71 No. 57-07, Bogota,
Colombia

LABORATORIOS KRESSFOR DE COLOMBIA S.A. (a.k.a. KRESSFOR), Calle 16 28A 51, Bogota,
Colombia; Calle 16 28A 57, Bogota, Colombia; Calle 17 28A-43, Bogota, Colombia; Calle 17A 28 43, Bogota,
Colombia

M. RODRIGUEZ O. Y CIA. S. EN C.S., Cali, Colombia

MARIELA DE RODRIGUEZ Y CIA. S. EN C., Cali, Colombia

MAXITIENDAS TODO EN UNO, Avenida Guadalupe con Avenida Simon Bolivar, Cali, Colombia

MIGIL (a.k.a. DISTRIBUIDORA MIGIL CALI S.A.; a.k.a. DISTRIBUIDORA MIGIL LTDA.; f.k.a.
DISTRUBUIDORA MIGIL BOGOTA LTDA.), Calle 5C 41-30, Cali, Colombia; Carrera 26 5B-65, Cali,
Colombia; Carrera 30-5-12, Cali, Colombia

MOMPAX LTDA. (INVERSIONES MOMPAX LTDA.), Calle 10 No. 4-47 piso 19, Cali, Colombia

MUNOZ Y RODRIGUEZ CIA. LTDA., Avenida 6N No. 23DN-26, Cali, Colombia
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NOVILLERA (a.k.a. HACIENDA LA NOVILLERA; a.k.a. NOVILLERA GANADERA), Carrera 4 12-41 piso 15,
Edificio Seguros Bolivar, Cali, Colombia; Paso de la Bolsa, Jamundi, Valle del Cauca, Colombia

NOVILLERA GANADERA (a.k.a. HACIENDA LA NOVILLERA; a.k.a. NOVILLERA), Carrera 4 12-41 piso 15,
Edificio Seguros Bolivar, Cali, Colombia; Paso de la Bolsa, Jamundi, Valle del Cauca, Colombia

PENTA PHARMA DE COLOMBIA S.A., Calle 17A No. 28A-23, Bogota, Colombia; Calle 17A No. 28A-43,
Bogota, Colombia

PLASTICOS CONDOR LTDA., Carrera 13 No. 16-62, Cali, Colombia

PREVENCION Y ANALISIS DE RIESGOS (a.k.a. PREVIA S.A.), Carrera 3 No. 10-20 of. 202, Cali, Colombia;
Carrera 3 No. 12-40 of. 504, Cali, Colombia

PREVIA S.A. (a.k.a. PREVENCION Y ANALISIS DE RIESGOS), Carrera 3 No. 10-20 of. 202, Cali, Colombia;
Carrera 3 No. 12-40 of. 504, Cali, Colombia

PROYECTO CARS & CARS (a.k.a. CARS & CARS LTDA.; a.k.a. CENTRO COMERCIAL DEL AUTOMOVIL;
a.k.a. COMERCIALIZADORA INTEGRAL LTDA.), Avenida Roosevelt entre carreras 38 y 38A esquinas, Cali,
Colombia

RADIO UNIDAS FM S.A., Calle 15N No. 6N-34 piso 15, Edificio Alcazar, Cali, Colombia; Calle 19n No. 2N-29
piso 10 Sur, Cali, Colombia

REVISTA DEL AMERICA LTDA., Calle 23AN No. 5AN-19, Cali, Colombia

RIONAP COMERCIO Y REPRESENTACIONES S.A., Quito, Ecuador

SAMARIA ARRENDAMIENTO, Cali, Colombia

SAMARIA CANAS, Cali, Colombia

SAMARIA INTERESES, Cali, Colombia

SAMARIA LTDA., Cali, Colombia

SAMARIA TIERRAS, Cali, Colombia

SANDRANA (a.k.a. HACIENDA SANDRANA; a.k.a. SANDRANA GANADERA), Carrera 4 12-41 piso 15,
Edificio Seguros Bolivar, Cali, Colombia; San Pedro, Valle del Cauca, Colombia

SANDRANA CANAS, Cali, Colombia

SANDRANA GANADERA (a.k.a. HACIENDA SANDRANA; a.k.a. SANDRANA), Carrera 4 12-41 piso 15,
Edificio Seguros Bolivar, Cali, Colombia; San Pedro, Valle del Cauca, Colombia

SERVICIOS INMOBILIARIOS LTDA., Carrera 65 No. 13-82, Cali, Colombia; Avenida 2N No. 7N-55 of. 605,
Cali, Colombia

SERVICIOS SOCIALES LTDA., Barranquilla, Colombia

SOCIEDAD CONSTRUCTORA LA CASCADA S.A. (a.k.a. CONSTRUCTORA CASCADA), Calle 1A
62A-120, Cali, Colombia; Calle 1A 62A-120 B2 108, Cali, Colombia; Calle 1A 62A-120 2305, Cali, Colombia;
Calle 1A 62A-120 2418, Cali, Colombia; Calle 1A 62A-120 4114, Cali, Colombia; Calle 1A 62A-120 6245,
Cali, Colombia; Calle 13 3-32 piso 12 y piso 14, Cali, Colombia; Carrera 4 12-41 of. 1401, Cali, Colombia;
Carrera 4 No. 12-41 of. 1403, Cali, Colombia; Carrera 64 1C-63, Cali, Colombia; Carrera 64 1B-83, Cali,
Colombia

SOCIEDAD CONSTRUCTORA Y ADMINISTRADORA DEL VALLE LTDA (a.k.a. SOCOVALLE LTDA.),
Avenida 2N No. 7N-55 of. 601-602, Cali, Colombia

SOCIR S.A. (a.k.a. COMERCIALIZADORA OROBANCA), Calle 36A No. 3GN-07 of. 302, Edificio El Parque,
Cali, Colombia; Calle 22N No. 5A-75 of. 702, Edificio Via Veneto, Cali, Colombia
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SOCOVALLE LTDA. (a.k.a. SOCIEDAD CONSTRUCTORA Y ADMINISTRADORA DEL VALLE LTDA.),
Avenida 2N No. 7N-55 of. 601-602, Cali, Colombia

SUPERTIENDAS LA REBAJA, Avenida Colombia No. 2-45, Cali, Colombia; Calle 9, No. 26-98, Cali,
Colombia

TOBOGON, Avenida Guadalupe con Avenida Simon Bolivar, Cali, Colombia

VALLE COMUNICACIONES LTDA. (a.k.a. VALLECOM), Carrera 60 No. 2A-107, Cali, Colombia

VALLECOM (a.k.a. VALLE COMUNICACIONES LTDA.), Carrera 60 No. 2A-107, Cali, Colombia

VALORES MOBILIARIOS DE OCCIDENTE S.A., Bogota, Colombia

VIAJES MERCURIO LTDA., Carrera 3 No. 10-02 Local 113, Cali, Colombia

W. HERRERA Y CIA. S. EN C., Avenida 2N 7N-55 of. 501, Cali, Colombia

Other Individuals -

ACEVEDO P., Francisco Luis, Carrera 1 No. 18-52 Cali, Colombia; c/o INVERSIONES INVERVALLE, S.A.,
Cali, Colombia; Cedula No. 71660070 (Colombia) (individual)

AGUILERA QUIJANO, Harold, c/o ASESORIAS COSMOS LTDA., Cali, Colombia; Cedula No. 16594227
(Colombia) (individual)

ALVAREZ GAVIRIA, Jaime Antonio, c/o EXPORT CAFE LTDA., Cali, Colombia; Cedula No. 10060853
(Colombia) (individual)

AMAYA OROZCO, Luis Alberto, Calle 18N No. 9-46, Cali, Colombia; c/o COMERCIALIZADORA DE
CARNES DEL PACIFICO LTDA., Cali, Colombia; Cedula No. 4882167 (Colombia) (individual)

AMEZQUITA MENESES, Salustio, c/o INMOBILIARIA U.M.V. S.A., Cali, Colombia; Cedula No. 14943885
(Colombia) (individual)

ANDRADE QUINTERO, Ancizar, c/o INMOBILIARIA BOLIVAR LTDA., Cali, Colombia; c/o INMOBILIARIA
U.M.V. S.A., Cali, Colombia; c/o SERVICIOS INMOBILIARIAS LTDA., Cali, Colombia; Cedula No. 16672464
(Colombia) (individual)

ANGULO OROBIO, Jose Francisco, Avenida 4N No. 17-43 apt. 801, Cali, Colombia, c/o INVERSIONES Y
CONSTRUCCIONES VALLE S.A., Cali, Colombia; Cedula No. 16706561 (Colombia) (individual)

ARBELAEZ ALZATE, Rafael, c/o SERVICIOS INMOBILIARIOS LTDA., Cali, Colombia (individual)

ARBELAEZ GALLON, Gladys, c/o SERVICIOS INMOBILIARIOS LTDA., Cali, Colombia; Cedula No.
31858038 (Colombia) (individual)

ARBELAEZ PARDO, Amparo, Casa No. 19, Avenida Lago, Ciudad Jardin, Cali, Colombia; c/o
INVERSIONES ARA LTDA., Cali, Colombia; c/o LABORATORIOS KRESSFOR DE COLOMBIA S.A.,
Bogota, Colombia; DOB 9 Nov 1950; alt. DOB 9 Aug 1950; Passports AC568973 (Colombia), PE001850
(Colombia); Cedula No. 31218903 or 31151067 (Colombia) (individual)

ARBOLEDA A., Pedro Nicholas (Nicholas), c/o DEPOSITO POPULAR DE DROGAS S.A., Cali, Colombia;
c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota, Colombia; Cedula No. 16602372 (Colombia)
(individual)

ARBOLEDA, Julio, c/o INVERSIONES BETANIA LTDA., Cali, Colombia; c/o INVERSIONES EL PENON
S.A., Cali, Colombia; Cedula No. 16205508 (Colombia) (individual)

ARISTIZABAL ATEHORTUA, Jaime Alberto, c/o COLOR 89.5 FM STEREO, Cali, Colombia; c/o DERECHO
INTEGRAL Y CIA. LTDA., Cali, Colombia; c/o INVERSIONES MIGUEL RODRIGUEZ E. HIJO, Cali,
Colombia; c/o RADIO UNIDAS FM S.A., Cali, Colombia; c/o REVISTA DEL AMERICA LTDA., Cali, Colombia,
Cedula No. 16756325 (Colombia) (individual)
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ARJONA ALVARADO, Rafael, c/o ALPHA PHARMA S.A., Bogota, Colombia; c/o FARMATODO S.A.,
Bogota, Colombia; c/o LABORATORIOS BLAIMAR, Bogota, Colombia; Cedula No. 19442698 (Colombia)
(individual)

ARLONE FACELLI, Roberto, c/o DISTRIBUIDORA DE DROGAS CONDOR S.A., Bogota, Colombia; Cedula
No. 16632415 (Colombia) (individual)

AVENDANO GUTIERREZ, Francisco Eduardo, Carrera 8 No. 66-21 apt. 204, Bogota, Colombia; Transversal
1A No. 69-54 apt. 502, Bogota, Colombia; c/o LABORATORIOS GENERICOS VETERINARIOS, Bogota,
Colombia; Cedula No. 16645182 (Colombia) (individual)

AVILA DE MONDRAGON, Ana Dolores, c/o COMPAX LTDA., Cali, Colombia; Cedula No. 29183223
(Colombia) (individual)

BAEZA MOLINA, Carlos Alberto, c/o DERECHO INTEGRAL Y CIA. LTDA., Cali, Colombia; c/o
INVERSIONES MIGUEL RODRIGUEZ E. HIJO, Cali, Colombia; Cedula No. 16621765 (Colombia)
(individual)

BARON, Carlos, c/o DISTRIBUIDORA MIGIL LTDA., Cali, Colombia; Cedula No. 49994 (Colombia)
(individual)

BECHARA SIMANCA, Salim, c/o SOCOVALLE, Cali, Colombia; DOB 26 Jul 1950; Cedula No. 19163957
(Colombia) (individual)

BENITEZCASTELLANOS, Cesar Tulio, c/o DROGAS LA REBAJA, Cali, Colombia; c/o RIONAP
COMERCIOS Y REPRESENTACIONES S.A., Quito, Ecuador (individual)

BORRERO Q., Hector Fabio, c/o INMOBILIARIA SAMARIA LTDA., Cali, Colombia; c/o INVERSIONES
SANTA LTDA., Cali, Colombia; c/o SOCIEDAD CONSTRUCTORA LA CASCADA S.A., Cali, Colombia
(individual)

BUITRAGO DE HERRERA, Luz Mery, c/o AGROPECUARIA BETANIA LTDA., Cali, Colombia; c/o
AGROPECUARIA Y REFORESTADORA HERREBE LTDA., Cali, Colombia; c/o CONSTRUEXITO S.A., Cali,
Colombia; c/o INVERSIONES BETANIA LTDA., Cali, Colombia; c/o INVERSIONES GEMINIS S.A., Cali,
Colombia; c/o INVERSIONES HERREBE LTDA., Cali, Colombia; c/o INVERSIONES INVERVALLE S.A.,
Cali, Colombia; c/o SOCOVALLE, Cali, Colombia; Cedula No. 29641219 (Colombia) (individual)

BUITRAGO MARIN, Adiela, c/o CONSTRUEXITO S.A., Cali, Colombia; c/o INDUSTRIA AVICOLA
PALMASECA S.A., Cali, Colombia; Cedula No. 31137617 (Colombia) (individual)

BUITRAGO MARIN, Nubia, c/o INMOBILIARIA U.M.V. S.A., Cali, Colombia; Cedula No. 31132922
(Colombia) (individual)

BUITRAGO, Sulay (a.k.a. HERRERA BUITRAGO, Sulay), c/o AGROPECUARIA Y REFORESTADORA
HERREBE LTDA., Cali, Colombia; c/o CONSTRUEXITO S.A., Cali, Colombia; c/o INDUSTRIA AVICOLA
PALMASECA S.A., Cali, Colombia; c/o INVERSIONES HERREBE LTDA., Cali, Colombia (individual)

CALDERON RODRIGUEZ, Solange, c/o INMOBILIARIA AURORA LTDA., Cali, Colombia; c/o
INVERSIONES SANTA LTDA., Cali, Colombia; c/o SOCIEDAD CONSTRUCTORA LA CASCADA S.A., Cali,
Colombia (individual)

CARDONA OCHOA, Carlos Julio, c/o AUREAL INMOBILIARIA LTDA., Bogota, Colombia; c/o GRUPO
SANTA LTDA., Cali, Colombia; Cedula No. 7524996 (Colombia) (individual)

CARMONA, Juan Manuel, c/o INVERSIONES ARA LTDA., Cali, Colombia; c/o INVERSIONES RODRIGUEZ
ARBELAEZ, Cali, Colombia; c/o INVERSIONES RODRIGUEZ MORENO, Cali, Colombia (individual)

CARRILLO SILVA, Armando, c/o DROGAS LA REBAJA, Cali, Colombia; c/o INVERSIONES CAMINO REAL
S.A., Cali, Colombia; Cedula No. 16242828 (Colombia) (individual)
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CASQUETE VARGAS, Orlando, c/o ALFA PHARMA S.A., Bogota, Colombia; c/o LABORATORIOS
GENERICOS VETERINARIOS, Bogota, Colombia; c/o LABORATORIOS KRESSFOR, Bogota, Colombia; c/o
PENTA PHARMA DE COLOMBIA S.A., Bogota, Colombia; Cedula No. 19270159 (Colombia) (individual)

CASTANO ARANGO, Fernando, c/o INDUSTRIA AVICOLA PALMASECA S.A., Cali, Colombia; Cedula No.
14953602 (Colombia) (individual)

CASTRO DE SANTACRUZ, Amparo, c/o INMOBILIARIA SAMARIA LTDA., Cali, Colombia; c/o
INVERSIONES EL PASO LTDA., Cali, Colombia; c/o INVERSIONES SANTA LTDA., Cali, Colombia; c/
o SAMARIA LTDA., Cali, Colombia; DOB 13 Jan 1948; alt. DOBs 13 Jan 1946, 14 Apr 1959; Passports
PEO27370 (Colombia), AA429676 (Colombia); Cedula No. 38983611 (Colombia) (individual)

CAVIEDES CRUZ, Leonardo, c/o INVERSIONES SANTA LTDA., Cali, Colombia; DOB; 23 Nov 1952;
Passports AB151486 (Colombia), AC444270 (Colombia), OC4444290 (Colombia); Cedula No. 16593470
(Colombia) (individual)

CHALO (a.k.a. PRADO CUERO, Salomon), Avenida 26 No. 42B-89 Bogota, Colombia; Carrera 101B No.
11B-50 Cali, Colombia; c/o COLOR 89.5 FM STEREO, Cali, Colombia; DOB 1 Aug 1948 (individual)

CHANG BARRERO, Pedro Antonio, c/o DISTRIBUIDORA MIGIL LTDA., Cali, Colombia; c/o RADIO UNIDAS
FM S.A., Cali, Colombia; Cedula No. 14960909 (Colombia) (individual)

CORTEZ, Oliverio Abril, c/o CONSTRUCTORA DIMISA LTDA., Cali, Colombia; c/o INVERSIONES GEMINIS
S.A., Cali, Colombia; Cedula No. 3002003 (Colombia) (individual)

CUARTES MORALES, Juan Carlos, c/o INVERSIONES Y CONSTRUCCIONES VALLE S.A., Cali, Colombia;
Cedula No. 16757375 (Colombia) (individual)

DAZA QUIROGA, Hugo Carlos, c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota, Colombia;
c/o DISTRIBUIDORA MYRAMIREZ S.A., Bogota, Colombia; c/o LABORATORIOS GENERICOS
VETERINARIOS, Bogota, Colombia; Cedula No. 19236486 (Colombia) (individual)

DAZA RIVERA, PABLO Emilio, c/o BLANCO PHARMA S.A., Bogota, Colombia; c/o COLOR 89.5 FM
STEREO, Cali, Colombia; c/o DROGAS LA REBAJA, Cali, Colombia; c/o LABORATORIOS KRESSFOR,
Bogota, Colombia; c/o RIONAP COMERCIO Y REPRESENTACIONES S.A., Quito, Ecuador; Cedula No.
4904545 (Colombia) (individual)

DELGADO, Jorge Armando, c/o ALFA PHARMA S.A., Bogota, Colombia; c/o DISTRIBUIDORA MYRAMIREZ
S.A., Bogota, Colombia; c/o FARMATODO S.A., Bogota, Colombia; Cedula No. 19354318 (Colombia)
(individual)

DIAZ SANCHEZ, Alberto, Carrera 66 No. 5-23, Cali, Colombia; c/o CONCRETOS CALI S.A., Cali, Colombia;
c/o CONSTRUCTORA DIMISA LTDA., Cali, Colombia; c/o INMOBILIARIA U.M.V. S.A., Cali, Colombia; DOB
Jan 1956; Cedula No. 16259623 (Colombia) (individual)

DOMINGUEZ GARIBELLO, Freddy Orlando, c/o INDUSTRIA AVICOLA PALMASECA S.A., Cali, Colombia;
Cedula No. 16659634 (Colombia) (individual)

DONNEYS GONZALEZ, Federico, c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota, Colombia
(individual)

ECHEVERRY TRUJILLO, Martha Lucia, c/o REVISTA DEL AMERICA LTDA., Cali, Colombus; Cedula No.
31151067 (Colombia) (individual)

ECHEVERRY TRUJILLO, Oscar Alberto, Avenida 4N No. 17-23 piso 1, Cali, Colombia; Calle 43N No. 4-05,
Cali, Colombia; c/o COLOR 89.5 FM STEREO, Cali, Colombia (individual)

ESCOBAR BUITRAGO, Walter, c/o INMOBILIARIA BOLIVAR LTDA., Cali, Colombia (individual)

ESTRADA URIBE, Octavio, c/o GRUPO SANTA LTDA., Cali, Colombia (individual)
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GALINDO, Gilmer Antonio (a.k.a. GUZMAN TRUJILLO, Carlos Arturo), Carrera 4C No. 53-40 apt. 307, Cali,
Colombia; c/o CONSTRUEXITO S.A., Cali, Colombia; c/o INDUSTRIA AVICOLA PALMASECA S.A., Cali,
Colombia; Cedula No. 16245188 (Colombia) (individual)

GALINDO HERRERA, Diana Paola, c/o AGROPECUARIA Y REFORESTADORA HERREBE LTDA., Cali,
Colombia; c/o CONSTRUEXITO S.A., Cali, Colombia; c/o INDUSTRIA AVICOLA PALMASECA S.A., Cali,
Colombia; c/o INVERSIONES HERREBE LTDA., Cali, Colombia (individual)

GALINDO HERRERA, Diego Alexamder, c/o AGROPECUARIA Y REFORESTADORA HERREBE LTDA.,
Cali, Colombia; c/o CONSTRUEXITO S.A., Cali, Colombia; c/o INDUSTRIA AVICOLA PALMASECA S.A.,
Cali, Colombia; c/o INVERSIONES HERREBE LTDA., Cali, Colombia (individual)

GALLEGO BERRIO, Elizabeth, c/o CONCRETOS CALI S.A., Cali, Colombia; Cedula No. 34529671
(Colombia) (individual)

GALLEGO SOSSA, Rosa Esperanza, Calle 24AN No. 42BN-61, Cali, Colombia; c/o CONCRETOS
CALI S.A., Cali, Colombia; c/o CONSTRUCTORA DIMISA LTDA., Cali, Colombia; Cedula No. 43059188
(Colombia) (individual)

GARCES VARGAS, Elmo, c/o INVERSIONES BETANIA LTDA., Cali, Colombia; c/o INVERSIONES
EL PENON S.A., Cali, Colombia; c/o SOCOVALLE, Cali, Colombia; Cedula No. 16581793 (Colombia)
(individual)

GARCIA MANTILLA, Edgar Alberto (a.k.a. GARCIA MOGAR, Edgar' a.k.a. GARCIA MONTELLA, Edgar
Alberto; a.k.a. GARCIA MONTILLA Edgar Alberto) c/o REVISTA DEL AMERICA LTDA., Cali, Colombia; DOB
28 Nov 1946; Passports AC365457 (Colombia), PE008603 (Colombia), PO564495 (Colombia), AA294885
(Colombia); Cedula No. 14936775 (Colombia) (individual)

GARCIA MOGAR, Edgar (a.k.a. GARCIA MANTILLA, Edgar Alberto; a.k.a. GARCIA MONTELLA, Edgar
Alberto; a.k.a. GARCIA MONTILLA, Edgar Alberto) c/o REVISTA DEL AMERICA LTDA., Cali, Colombia;
DOB 28 Nov 1946; Passports AC365457 (Colombia), PE008603 (Colombia), PO564495 (Colombia),
AA294885 (Colombia); Cedula No. 14936775 (Colombia) (individual)

GARCIA MONTELLA, Edgar Alberto (a.k.a. GARCIA MANTILLA, Edgar Alberto; a.k.a. GARCIA MOGAR,
Edgar; a.k.a. GARCIA MONTILLA, Edgar Alberto) c/o REVISTA DEL AMERICA LTDA., Cali, Colombia; DOB
28 Nov 1946; Passports AC365457 (Colombia), PE008603 (Colombia), PO564495 (Colombia), AA294885
(Colombia); Cedula No. 14936775 (Colombia) (individual)

GARCIA MONTILLA, Edgar Alberto (a.k.a. GARCIA MANTILLA, Edgar Alberto; a.k.a. GARCIA MOGAR,
Edgar; a.k.a. GARCIA MONTELLA, Edgar Alberto) c/o REVISTA DEL AMERICA LTDA., Cali, Colombia;
DOB 28 Nov 1946; Passports AC365457 (Colombia), PE008603 (Colombia), PO564495 (Colombia),
AA294885 (Colombia); Cedula No. 14936775 (Colombia) (individual)

GARZON HERNANDEZ, Rodrigo, c/o DROGAS LA REBAJA, Cali, Colombia (individual)

GARZON RESTREPO, Juan Leonardo, Carrera 7P No. 76-90, Cali, Colombia; Diagonal 53 No. 38A-20 apt.
103, Bogota, Colombia; c/o BLANCO PHARMA S.A., Bogota, Colombia; c/o DISTRIBUIDORA MYRAMIREZ
S.A., Cali, Colombia; c/o DROGAS LA REBAJA, Cali, Colombia; c/o FARMATODO S.A., Bogota, Colombia;
c/o LABORATORIOS GENERICOS VETERINARIOS, Bogota, Colombia; c/o LABORATORIOS KRESSFOR,
Bogota, Colombia; c/o PENTA PHARMA DE COLOMBIA S.A., Bogota, Colombia; c/o VALORES
MOBILIARIOS DE OCCIDENTE S.A., Bogota, Colombia; DOB 14 Jan 1962; Cedula No. 16663709
(Colombia) (individual)

GAVIRIA POSADA, Gilberto, c/o ALFA PHARMA S.A., Bogota, Colombia; c/o BLANCO PHARMA S.A.,
Bogota, Colombia; Cedula No. 16593492 (Colombia) (individual)

GIL OSORIO, Alfonso, c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota, Colombia; c/
o DISTRIBUIDORA DE DROGAS LA REBAJA S.A., Bogota, Colombia; c/o DISTRIBUIDORA MIGIL
LTDA., Cali, Colombia; c/o LABORATORIOS BLAIMAR DE COLOMBIA S.A., Bogota, Colombia; c/o
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LABORATORIOS KRESSFOR DE COLOMBIA S.A., Bogota, Colombia; DOB 17 Dec 1946; alt. DOB 17 Dec
1940; Passports 14949229 (Colombia), 14949279 (Colombia), 14949289 (Colombia), AC342060 (Colombia);
Cedula No. 14949279 (Colombia) (individual)

GIRALDO ARBELAEZ, Fernando, c/o INMOBILIARIA U.M.V. S.A., Cali, Colombia; Cedula No. 16249351
(Colombia) (individual)

GIRALDO JARAMILLO, Clara Stella, Avenida 2N No. 19-73 apt. 302, Cali, Colombia; c/o CONCRETOS
CALI S.A., Cali, Colombia; c/o CONSTRUCTORA DIMISA LTDA., Cali, Colombia; Cedula No. 31855785
(Colombia) (individual)

GIRALDO SARRIA, Octavio, c/o INMOBILIARIA U.M.V. S.A., Cali, Colombia (individual)

GIRALDO SARRIA, Rosa Amelia, c/o INMOBILIARIA U.M.V. S.A., Cali, Colombia (individual)

GOMEZ BEL TRAN, Jorge, c/o LABORATORIOS GENERICOS VETERINARIOS, Bogota, Colombia; Cedula
No. 19091811 (Colombia) (individual)

GOMEZ BERRIO, Olmes (Holmes) de Jesus, Carrera 1 No. 18-52, Cali, Colombia; c/o INVERSIONES
INVERVALLE S.A., Cali, Colombia; c/o INVERSIONES Y CONSTRUCCIONES VALLE S.A., Cali, Colombia;
Cedula No. 73105133 (Colombia) (individual)

GOMEZ GALINDO, Omaira, Apartado Aereo 38028, Cali, Colombia; Avenida 6N No. 38-90, Cali, Colombia;
c/o CONSTRUCTORA GOPEVA LTDA., Cali, Colombia; Cedula No. 31299825 (Colombia) (individual)

GOMEZ J., Luis Fernando, c/o INMOBILIARIA U.M.V. S.A., Cali, Colombia; Cedula No. 16716914
(Colombia) (individual)

GOMEZ, Julio Humberto, c/o LABORATORIOS GENERICOS VETERINARIOS, Bogota, Colombia; Cedula
No. 19091811 (Colombia) (individual)

GOMEZ LOPEZ, Diego Fernando, c/o CONSTRUCTORA DIMISA LTDA., Cali, Colombia (individual)

GOMEZ MORA, Ricardo, c/o INVERSIONES GEELE LTDA., Bogota, Colombia; c/o LABORATORIOS
GENERICOS VETERINARIOS, Bogota, Colombia; Cedula No. 3249673 (Colombia) (individual)

GOMEZ V., Manuel Antonio, c/o GANADERA LTDA., Cali, Colombia, Cedula No. 7921814 (Colombia)
(individual)

GONZALEZ ROBLEDO, Julio Cesar, c/o LABORATORIOS GENERICOS VETERINARIOS, Bogota,
Colombia; Cedula No. 2905977 (Colombia) (individual)

GUTIERRES CERDAS, Alvaro (a.k.a. GUTIERREZ CERDAS, Alvaro), c/o DISTRIBUIDORA DE DROGAS
CONDOR LTDA., Bogota, Colombia; DOB 9 May 1942; Cedula No. 14966562 (Colombia) (individual)

GUTIERREZ ARDILA, Eduardo, c/o EXPORT CAFE LTDA., Cali, Colombia; DOB 8 Aug 1958; Cedula No.
16642433 (Colombia) (individual)

GUTIERREZ CANCINO, Fernando Antonio, c/o DISTRIBUIDORA DE DROGAS LA REBAJA, S.A., Bogota,
Colombia; c/o LABORATORIOS BLAIMAR DE COLOMBIA S.A., Bogota, Colombia; c/o LABORATORIOS
KRESSFOR DE COLOMBIA S.A., Bogota, Colombia; DOB 4 Dec 1941; Cedula No. 6089071 (Colombia)
(individual)

GUTIERREZ CERDAS, Alvaro (a.k.a. GUTIERRES CERDAS, Alvaro), c/o DISTRIBUIDORA DE DROGAS
CONDOR LTDA., Bogota, Colombia; DOB 9 May 1942; Cedula No. 14966562 (Colombia) (individual)

GUTIERREZ LOZANO, Ana Maria, c/o LABORATORIOS KRESSFOR DE COLOMBIA S.A., Bogota,
Colombia; DOB 1972; Cedula No. 39783954 (Colombia) (individual)

GUTIERREZ LOZANO, Juan Pablo, c/o LABORATORIOS KRESSFOR DE COLOMBIA S.A., Bogota,
Colombia; DOB 11 Apr 1972; Passport AC480604 (Colombia); Cedula No. 79570028 (Colombia) (individual)
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GUZMAN TRUJILLO, Carlos Arturo (a.k.a. GALINDO, Gilmer Antonio), Carrera 4C No. 53-40 apt. 307, Cali,
Colombia; c/o CONSTRUEXITO S.A., Cali, Colombia; c/o INDUSTRIA AVICOLA PALMASECA S.A., Cali,
Colombia; Cedula No. 16245188 (Colombia) (individual)

HENAO, Alberto Lopez (a.k.a. HENAO LOPEZ, Alberto), c/o ALFA PHARMA S.A., Bogota, Colombia; Cedula
No. 2630951 (Colombia) (individual)

HENAO DE SANCHEZ, Hortensia, c/o ALFA PHARMA S.A., Bogota, Colombia; Cedula No. 29013554
(Colombia) (individual)

HENAO LOPEZ, Alberto (a.k.a. HENAO, Alberto Lopez), c/o ALFA PHARMA S.A., Bogota, Colombia; Cedula
No. 2630951 (Colombia) (individual)

HENAO VDA, DE BOTERO, Maria Yolanda, c/o ALFA PHARMA S.A., Bogota, Colombia; Cedula No.
29070489 (Colombia) (individual)

HERNANDEZ C., Hector Fabio, c/o INVERSIONES BETANIA LTDA., Cali, Colombia; c/o INVERSIONES EL
PENON S.A., Cali, Colombia; Cedula No. 16615804 (Colombia) (individual)

HERRERA BUITRAGO, Alvaro, Avenida 6N No. 25-14, Cali, Colombia; c/o INDUSTRIA AVICOLA
PALMASECA S.A., Cali, Colombia; DOB 10 Oct 1955; Cedula No. 16258303 (Colombia) (individual)

HERRERA BUITRAGO, Stella, Avenida 1B Oeste No. 1-44 apt. 602, Medeira Building, Cali, Colombia; c/
o AGROPECUARIA Y REFORESTADORA HERREBE LTDA., Cali, Colombia; c/o CONCRETOS CALI
S.A., Cali, Colombia; c/o CONSTRUCTORA DIMISA LTDA., Cali, Colombia; c/o INDUSTRIA AVICOLA
PALMASECA S.A., Cali, Colombia; c/o INVERSIONES GEMINIS S.A., Cali, Colombia; c/o INVERSIONES
HERREBE LTDA., Cali, Colombia; c/o SOCOVALLE LTDA., Cali, Colombia; DOB 7 Oct (Year unknown);
Cedula No. 31143871 (Colombia) (individual)

HERRERA BUITRAGO, Sulay (a.k.a. BUITRAGO, Sulay), c/o AGROPECUARIA Y REFORESTADORA
HERREBE LTDA., Cali, Colombia; c/o CONSTRUEXITO S.A., Cali, Colombia; c/o INDUSTRIA AVICOLA
PALMASECA S.A., Cali, Colombia; c/o INVERSIONES HERREBE LTDA., Cali, Colombia (individual)

HERRERA INFANTE, Alberto, c/o CONSTRUCTORA DIMISA LTDA., Cali, Colombia; c/o INDUSTRIA
AVICOLA PALMASECA S.A., Cali, Colombia; Cedula No. 16637518 (Colombia) (individual)

HERRERA RAMIREZ, Giselle, c/o AGROPECUARIA Y REFORESTADORA HERREBE LTDA., Cali,
Colombia; c/o INDUSTRIA AVICOLA PALMASECA S.A., Cali, Colombia; c/o INVERSIONES HERREBE
LTDA., Cali, Colombia (individual)

HERRERA RAMIREZ, Linda Nicolle, c/o INDUSTRIA AVICOLA PALMASECA S.A., Cali, Colombia
(individual)

HERRERA TOBON, Maria Cecilia, c/o LABORATORIOS GENERICOS VETERINARIOS, Bogota, Colombia;
Cedula No. 31397821 (Colombia) (individual)

HOLGUIN SARRIA, Alvaro, c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota, Colombia; c/o
DISTRIBUIDORA MIGIL LTDA., Cali, Colombia; Cedula No. 14950269 or 18950260 (Colombia) (individual)

IBANEZ LOPEZ, Raul Alberto, c/o INMOBILIARIA U.M.V. S.A., Cali, Colombia; Cedula No. 16640123
(Colombia) (individual)

IDARRAGA ORTIZ, Jaime, c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota, Colombia; c/o
DISTRIBUIDORA DE DROGAS LA REBAJA S.A., Bogota, Colombia; c/o DISTRIBUIDORA MIGIL LTDA.,
Cali, Colombia; c/o LABORATORIOS BLAIMAR DE COLOMBIA S.A., Bogota, Colombia; Cedula No.
8237011 (Colombia) (individual)

IZQUIERDO OREJUELA, Patricia, c/o LABORATORIOS KRESSFOR DE COLOMBIA S.A., Bogota,
Colombia; Cedula No. 41594424 (Colombia) (individual)
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IZQUIERDO QUINTERO, Rosalino, c/o INVERSIONES INVERVALLE S.A., Cali, Colombia; Cedula No.
70111037 (Colombia) (individual)

JAIMES RIVERA, Jose Isidro, c/o CONCRETOS CALI S.A., Cali, Colombia; c/o CONSTRUCTORA DIMISA
LTDA., Cali, Colombia; c/o INMOBILIARIA BOLIVAR S.A., Cali, Colombia; c/o INMOBILIARIA U.M.V. S.A.,
Cali, Colombia; c/o INVERSIONES BETANIA LTDA., Cali, Colombia; c/o INVERSIONES EL PENON S.A.,
Cali, Colombia; c/o INVERSIONES GEMINIS S.A., Cali, Colombia; c/o SOCOVALLE LTDA., Cali, Colombia;
Cedula No. 19090006 (Colombia) (individual)

LARRANAGA CALVACHE, Juan Carlos, c/o INMOBILIARIA BOLIVAR LTDS., Cali, Colombia; Cedula No.
12982064 (Colombia) (individual)

LIBREROS DIEZ, Orlando, c/o CONSTRUCTORA DIMISA LTDA., Cali, Colombia, c/o INDUSTRIA AVICOLA
PALMASECA S.A., Cali, Colombia; c/o VALLE COMUNICACIONES LTDA., Cali, Colombia; Cedula No.
16651068 (Colombia) (individual)

LINARES REYES, Jose Ricardo (a.k.a. LLENARES REYES, Ricardo, Jose), KM 11, No. 58-57, Cali,
Colombia; c/o CONSTRUEXITO S.A., Cali, Colombia; c/o INMOBILIARIA BOLIVAR S.A., Cali, Colombia; c/
o INVERSIONES BETANIA LTDA., Cali, Colombia; c/o INVERSIONES EL PENON S.A., Cali, Colombia; c/o
INVERSIONES HERREBE LTDA., Cali, Colombia; c/o INVERSIONES INVERVALLE S.A., Cali, Colombia; c/
o INVERSIONES Y CONSTRUCCIONES VALLE S.A., Cali, Colombia; c/o VIAJES MERCURIO LTDA., Cali,
Colombia; DOB 8 Mar 1955; Passport PO466638 (Colombia); Cedula No. 14440139 (Colombia) (individual)

LINDO HURTADO, Edgar, c/o INMOBILIARIA U.M.V. S.A., Cali, Colombia (individual)

LLENARES REYES, Ricardo Jose (a.k.a. LINARES REYES, Jose Ricardo), KM 11, No. 58-57, Cali,
Colombia; c/o CONSTRUEXITO S.A., Cali, Colombia; c/o INMOBILIARIA BOLIVAR S.A., Cali, Colombia; c/
o INVERSIONES BETANIA LTDA., Cali, Colombia; c/o INVERSIONES EL PENON S.A., Cali, Colombia; c/o
INVERSIONES HERREBE LTDA., Cali, Colombia; c/o INVERSIONES INVERVALLE S.A., Cali, Colombia; c/
o INVERSIONES Y CONSTRUCCIONES VALLE S.A., Cali, Colombia; c/o VIAJES MERCURIO LTDA., Cali,
Colombia; DOB 8 Mar 1955; Passport PO466638 (Colombia); Cedula No. 14440139 (Colombia) (individual)

LOPERA LONDONO, Vicente de Jesus, c/o INVERSIONES Y CONSTRUCCIONES VALLE S.A., Cali,
Colombia; Cedula No. 1393107 (Colombia) (individual)

LOPEZ VALENCIA, Oscar, Carrera 64 No. 11-43 501-2, Cali, Colombia; c/o PLASTICOS CONDOR LTDA.,
Cali, Colombia; Cedula No. 10537943 (Colombia) (individual)

LOZANO CANCINO DE GUTIERREZ, Maria Gladys (a.k.a. LOZANO DE GUITIERREZ, Gladys), c/o
LABORATORIOS KRESSFOR DE COLOMBIA S.A., Bogota, Colombia; DOB 19 Oct 1948; Cedula No.
41444092 (Colombia) (individual)

LOZANO DE GOMEZ, Zila, c/o LABORATORIOS KRESSFOR DE COLOMBIA S.A., Bogota, Colombia;
Cedula No. 41577886 (Colombia) (individual)

LUGO VILLAFANE, Jesus Alberto, Calle 70N No. 14-31, Cali, Colombia; c/o CONCRETOS CALI S.A., Cali,
Colombia, c/o INVERSIONES Y CONSTRUCCIONES VALLE S.A., Cali, Colombia; Cedula No. 14977685
(Colombia) (individual)

MARMOLEJO LOAIZA, Carlos Julio, c/o AGROPECUARIA BETANIA, Cali, Colombia; c/o INDUSTRIA
AVICOLA PALMASECA S.A., Cali, Colombia; Cedula No. 16601783 (Colombia) (individual)

MARMOLEJO VACA, Hernan Rodrigo, c/o INVERSIONES INVERVALLE S.A., Cali, Colombia; Cedula No.
14972401 (Colombia) (individual)

MARQUEZ CANOVAS, Alberto, c/o INMOBILIARIA U.M.V. S.A., Cali, Colombia; c/o SERVICIOS
INMOBILIARIOS LTDA., Cali, Colombia; Cedula No. 14993019 (Colombia) (individual)
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MAZUERO ERAZO, Hugo, c/o GRUPO SANTA LTDA., Cali, Colombia; c/o INVERSIONES SANTA LTDA.,
Cali, Colombia; c/o SOCIEDAD CONSTRUCTORA LA CASCADA S.A., Cali, Colombia; DOB 17 Jul 1936; alt.
DOB 1945; Cedula No. 2445590 (Colombia) (individual)

MILLAN RUBIO, Alba Milena, Apartado Aero 31398, Cali, Colombia; c/o CONSTRUCTORA TREMI LTDA.,
Cali, Colombia; Cedula No. 31909155 (Colombia) (individual)

MOGOLLON RUEDA, Eduardo, c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota, Colombia;
DOB 5 Feb 1953; Cedula No. 19149691 or 19194691 (Colombia) (individual)

MONDRAGON DE RODRIGUEZ, Mariela, c/o LABORATORIOS KRESSFOR DE COLOMBIA S.A., Bogota,
Colombia; DOB 12 Apr 1935; Passport 4436059 (Colombia); Cedula No. 29072613 (Colombia) (individual)

MONROY ARCILA, Francisco Jose, c/o CONSTRUCTORA DIMISA LTDA., Cali, Colombia (individual)

MONTANO BERMUDEZ, Libardo, c/o LABORATORIOS GENERICOS VETERINARIOS, Bogota, Colombia;
Cedula No. 17083296 (Colombia) (individual)

MORAN GUERRERO, Mario Fernando, c/o LABORATORIOS KRESSFOR, Bogota, Colombia; c/o PENTA
PHARMA DE COLOMBIA S.A., Bogota, Colombia; Cedula No. 12983857 (Colombia) (individual)

MOSQUERA, Juan Carlos, Calle 24N No. 6-17, Cali, Colombia; c/o INMOBILIARIA U.M.V. S.A., Cali,
Colombia (individual)

MUNOZ RODRIGUEEZ, Juan Carlos, c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota,
Colombia; c/o DISTRIBUIDORA DE DROGAS LA REBAJA, S.A., Bogota, Colombia; c/o DISTRIBUIDORA
MIGIL LTDA., Cali, Colombia; c/o LABORATORIOS BLAIMAR DE COLOMBIA S.A., Bogota, Colombia;
c/o LABORATORIOS KRESSFOR DE COLOMBIA S.A., Bogota, Colombia; DOB 25 Sep 1964; Passport
16703148 (Colombia); Cedula No. 16703148 (Colombia) (individual)

MUNOZ RODRIGUEZ, Soraya, c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota, Colombia;
c/o DISTRIBUIDORA DE DROGAS LA REBAJA S.A., Bogota, Colombia; c/o DISTRIBUIDORA MIGIL
LTDA., Cali, Colombia; c/o LABORATORIOS BLAIMAR DE COLOMBIA S.A., Bogota, Colombia; c/o
LABORATORIOS KRESSFOR DE COLOMBIA S.A., Bogota, Colombia; DOB 26 Jul 1967; Passport
AC569012 (Colombia); Cedula 31976822 (Colombia) (individual)

MUNOZ PAZ, Adriana del Socorro, c/o INVERSIONES Y CONSTRUCCIONES VALLE S.A., Cali, Colombia;
Cedula No. 31950689 (Colombia) (individual)

MUNOZ PAZ, Joaquin Emilo, Avenida 4AN No. 47-89, Cali, Colombia; c/o CONSTRUCTORA
DIMISA LTDA., Cali, Colombia; c/o INMOBILIARIA U.M.V. S.A., Cali, Colombia; c/o INVERSIONES Y
CONSTRUCCIONES VALLE S.A., Cali, Colombia; Cedula No. 16788012 (Colombia) (individual)

ORTIZ PALACIOS, Willington A., Avenida 5AN No. 23D-68 piso 2, Cali, Colombia; Carrera 62 Bis No. 6A,
Cali, Colombia; c/o CREACIONES DEPORTIVAS WILLINGTON LTDA., Cali, Colombia (individual)

OSORIO CADAVID, Maria Victoria, c/o COLOR 89.5 FM STEREO, Cali, Colombia; c/o DERECHO
INTEGRAL Y CIA. LTDA., Cali, Colombia; Cedula No. 31932294 (Colombia) (individual)

OSORIO PINEDA, Jorge Ivan, c/o LABORATORIOS GENERICOS VETERINIARIOS, Bogota, Colombia;
Cedula No. 19270301 (Colombia) (individual)

PATINO URIBE, Carlos Augusto, c/o DISTRIBUIDORA MIGIL LTDA., Cali, Colombia; Cedula No. 16627574
(Colombia) (individual)

PAZMAHECHA, Gonzalo Rodrigo, Calle 102 No. 48A-08, Bogota, Colombia; Calle 13 No. 4-25 piso 6, Cali,
Colombia; Calle 13A No. 66B-60 apt. 101A, Cali, Colombia; Calle 13A No. 66B-60 apt. 102A, Cali, Colombia;
Calle 13A No. 66B-60 apt 902A, Cali, Colombia; Carrera 4 No. 11-45 apt. 621, Cali, Colombia; Carrera 4 No.
11-45 apt. 624, Cali, Colombia; Carrera 4 no. 11-45 of. 802, Cali, Colombia; Carrera 4 No. 11-45 of. 809,
Cali, Colombia; Transversal 98 No. 28A-46, Cali, Colombia; c/o COLOR 89.5 FM STEREO, Cali, Colombia;
Cedula No. 16590653 (Colombia) (individual)
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PELAEZ DE HENAO, Teresa, c/o ALFA PHARMA S.A., Bogota, Colombia; Cedula No. 29013555 (Colombia)
(individual)

PEREZ GARCIA, Carlos, c/o ASESORIAS COSMOS LTDA., Cali, Colombia; Cedula No. 14920419
(Colombia) (individual)

PEREZ VARELA, Jaime Diego, c/o CONSTRUCTORA GOPEVA LTDA., Cali, Colombia; Cedula No.
2895666 (Colombia) (individual)

PINZON, Marco Antonio, c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota, Colombia; Cedula
No. 17801803 (Colombia) (individual)

PRADO CUERO, Salomon (a.k.a. CHALO), Avenida 26 No. 42B-89 Bogota, Colombia; Carrera 101B No.
11B-50 Cali, Colombia; c/o COLOR 89.5 FM STEREO, Cali, Colombia; DOB 1 Aug 1948 (individual)

QUINTERO SALAZAR, Lisimaco, c/o INMOBILIARIA U.M.V. S.A., Cali, Colombia (individual)

RAMIREZ CORTES, Delia Nhora (Nora), c/o AGROPECUARIA Y REFORESTADORA HERREBE LTDA.,
Cali, Colombia; c/o CONSTRUEXITO S.A., Cali, Colombia; c/o INDUSTRIA AVICOLA PALMASECA S.A.,
Cali, Colombia; c/o INMOBILIARIA BOLIVAR S.A., Cali, Colombia; c/o INVERSIONES GEMINIS S.A., Cali,
Colombia; c/o INVERSIONES HERREBE LTDA., Cali, Colombia; c/o INVERSIONES INVERVALLE S.A.,
Cali, Colombia; c/o SOCOVALLE LTDA., Cali, Colombia; c/o VIAJES MERCURIO LTDA., Cali, Colombia;
DOB 20 Jan 1959; Cedula No. 38943729 (Colombia) (individual)

RAMIREZ, Julio Cesar, c/o RADIO UNIDAS FM S.A., Cali, Colombia; Cedula No. 16685808 (Colombia)
(individual)

RAMIREZ LIBREROS, Gladys Miriam, c/o DISTRIBUIDORA DE DROGAS LA REBAJA S.A., Bogota,
Colombia; DOB 20 Nov 1945; Passport 38974109 (Colombia); Cedula No. 38974109 (Colombia) (individual)

RAMIREZ M., Oscar, c/o INVERSIONES ARA LTDA., Cali, Colombia; c/o VALORES MOBILIARIOS DE
OCCIDENTE S.A., Bogota, Colombia; c/o RIONAP COMERCIO Y REPRESENTACIONES S.A., Quito,
Ecuador (individual)

RAMIREZ, Manuel Hernan, Calle 5 No. 37A-65 of. 203, Cali, Colombia; Carrera 91 No. 17-17, Casa 4, Cali,
Colombia; c/o RADIO UNIDAS FM S.A., Cali, Colombia; Cedula No. 14975762 (Colombia) (individual)

RAMIREZ VALENCIANO, William, Calle 3C No. 72-64 10, Cali, Colombia; c/o CONCRETOS CALI S.A., Cali,
Colombia; c/o CONSTRUCTORO DIMISA LTDA., Cali, Colombia; c/o INMOBILIARIA BOLIVAR S.A., Cali,
Colombia; c/o INVERSIONES BETANIA LTDA., Cali, Colombia; c/o INVERSIONES EL PENON S.A., Cali,
Colombia; c/o INVERSIONES GEMINIS S.A., Cali, Colombia; Cedula No. 16694719 (Colombia) (individual)

RESTREPO VILLEGAS, Camilo, Calle 116 No. 12-49, Bogota, Colombia; c/o PLASTICOS CONDOR LTDA.,
Cali, Colombia; Cedula No. 6051150 (Colombia) (individual)

RICUARTE FLOREZ, Gilma Leonor, c/o LABORATORIOS GENERICOS VETERINARIOS, Bogota,
Colombia; Cedula No. 51640309 (Colombia) (individual)

RIVERA MOSQUERA, Mauricio Jose, c/o INVERSIONES GENINIS S.A., Cali, Colombia; Cedula No.
16277224 (Colombia) (individual)

RIZO, Diego, c/o DISTRIBUIDORA MIGIL LTDA., Cali, Colombia; Cedula No. 144483334 (Colombia)
(individual)

RIZO MORENO, Jorge Luis, Transversal 11, Diagonal 23-30 apt. 304A, Cali, Colombia; c/o
CONSTRUCTORA DIMISA LTDA., Cali, Colombia; c/o INDUSTRIA AVICOLA PALMASECA S.A., Cali,
Colombia; c/o SERVICIOS INMOBILIARIOS LTDA., Cali, Colombia; Cedula No. 16646582 (Colombia)
(individual)

RODRIGUEZ ABADIA, William, c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota, Colombia;
c/o DISTRIBUIDORA DE DROGAS LA REBAJA S.A., Bogota, Colombia; c/o DISTRIBUIDORA MIGIL

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

167

http://researchhelp.cch.com/License_Agreement.htm


LTDA., Cali, Colombia; c/o INVERSIONES ARA LTDA., Cali, Colombia; c/o LABORATORIOS BLAIMAR
DE COLOMBIA S.A., Bogota, Colombia; c/o LABORATORIOS KRESSFOR DE COLOMBIA, S.A., Bogota,
Colombia; DOB 31 Jul 1965; Cedula No. 16716259 (Colombia) (individual)

RODRIGUEZ ARBELAEZ, Carolina, c/o INVERSIONES ARA LTDA; Cali, Colombia; DOB 17 May 1979
(individual)

RODRIGUEZ ARBELAEZ, Maria Fernanda, c/o DISTRIBUIDORA DE DROGAS LA REBAJA S.A., Bogota,
Colombia; DOB 28 Nov 1973; alternate DOB 28 Aug 1973; Passport AC568974 (Colombia); Cedula No.
66860965 (Colombia) (individual)

RODRIGUEZ, Manuel, c/o ALFA PHARMA S.A., Cali, Colombia; c/o LABORATORIOS KRESSFOR, Bogota,
Colombia; Cedula No. 17171485 (Colombia) (individual)

RODRIGUEZ MONDRAGON, Alexandra (a.k.a. RODRIGUEZ MONDRAGON, Maria Alexandra), c/o
DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota, Colombia; c/o DISTRIBUIDORA DE DROGAS LA
REBAJA S.A., Bogota, Colombia; c/o LABORATORIOS BLAIMAR DE COLOMBIA S.A., Bogota, Colombia;
DOB 30 May 1969; alt. DOB 5 May 1969; Passport AD359106 (Colombia); Cedula No. 66810048 (Colombia)
(individual)

RODRIGUEZ MONDRAGON, Humberto, c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota,
Colombia; c/o DISTRIBUIDORA DE DROGAS LA REBAJA S.A., Bogota, Colombia; c/o DISTRIBUIDORA
MIGIL LTDA., Cali, Colombia; c/o LABORATORIOS BLAIMAR DE COLOMBIA S.A., Bogota, Colombia;
c/o LABORATORIOS KRESSFOR DE COLOMBIA, S.A., Bogota, Colombia; DOB 21 Jun 1963; Passport
AD387757 (Colombia); Cedula No. 16688683 (Colombia) (individual)

RODRIGUEZ MONDRAGON, Jaime, c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota,
Colombia; c/o DISTRIBUIDORA DE DROGAS LA REBAJA S.A., Bogota, Colombia; c/o DISTRIBUIDORA
MIGIL LTDA., Cali, Colombia; c/o LABORATORIOS BLAIMAR DE COLOMBIA S.A., Bogota, Colombia; c/o
LABORATORIOS KRESSFOR DE COLOMBIA S.A., Bogota, Colombia; Cedula No. 16637592 (Colombia)
(individual)

RODRIGUEZ MONDRAGON, Maria Alexandra (a.k.a. RODRIGUEZ MONDRAGON, Alexandra), c/o
DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota, Colombia; c/o DISTRIBUIDORA DE DROGAS LA
REBAJA S.A., Bogota, Colombia; c/o LABORATORIOS BLAIMAR DE COLOMBIA S.A., Bogota, Colombia;
DOB 30 May 1969; alt. DOB 5 May 1969; Passport AD359106 (Colombia); Cedula No. 66810048 (Colombia)
(individual)

RODRIGUEZ MORENO, Juan Pablo, Carrera 65 647; Cali, Colombia; c/o INVERSIONES RODRIGUEZ
MORENO, Cali, Colombia; DOB 30 Jul 1980 (individual)

RODRIGUEZ MORENO, Miguel Andres, Carrera 65 No. 6-47, Cali, Colombia; Carrera 66 No. 6-47, Cali,
Colombia; c/o INVERSIONES RODRIGUEZ MORENO, Cali, Colombia; DOB 14 Jul 1977; Passport No.
AD253939 (Colombia); Cedula No. 94328841 (Colombia) (individual)

RODRIGUEZ MORENO, Stephanie (Stethanine), c/o INVERSIONES RODRIGUEZ MORENO, Cali,
Colombia (individual)

RODRIGUEZ OREJUELA DE GIL, Amparo, c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota,
Colombia; c/o DISTRIBUIDORA MIGIL LTDA., Cali, Colombia; c/o LABORATORIOS BLAIMAR DE
COLOMBIA S.A., Bogota, Colombia; c/o LABORATORIOS KRESSFOR DE COLOMBIAL S.A., Bogota,
Colombia; DOB 13 Mar 1949; Passport AC342062 (Colombia); Cedula No. 31218703 (Colombia) (individual)

RODRIGUEZ OREJUELA DE MUNOZ, Haydee (a.k.a. RODRIGUEZ OREJUELA DE ROJAS, Haydee), c/
o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota, Colombia; c/o DISTRIBUIDORA MIGIL LTDA.,
Cali, Colombia; DOB 22 Sep 1940; Cedula No. 38953333 (Colombia) (individual)
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RODRIGUEZ OREJUELA DE ROJAS, Haydee (a.k.a. RODRIGUEZ OREJUELA DE MUNOZ, Haydee), c/
o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota, Colombia; c/o DISTRIBUIDORA MIGIL LTDA.,
Cali, Colombia; DOB 22 Sep 1940; Cedula No. 38953333 (Colombia) (individual)

RODRIGUEZ RAMIREZ, Claudia Pilar, c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota,
Colombia; c/o DISTRIBUIDORA DE DROGAS LA REBAJA S.A., Bogota, Colombia; c/o DISTRIBUIDORA
MIGIL LTDA., Cali, Colombia; c/o LABORATORIOS KRESSFOR DE COLOMBIA S.A., Bogota, Colombia;
DOB 30 Jun 1963; alt. DOB 30 Aug 1963; alt. DOB 1066; Passports 007281 (Colombia), P0555266
(Colombia); Cedula No. 51741013 (Colombia) (individual)

ROJAS MEJIA, Hernan, Calle 2A Oeste No. 24B-45 apt. 503A, Cali, Colombia; Calle 6A No. 9N-34, Cali,
Colombia; c/o COLOR 89.5 FM STEREO, Cali, Colombia; DOB 28 Aug 1948; Cedula No. 16242661
(Colombia) (individual)

ROJAS ORTIS, Rosa, c/o ALFA PHARMA S.A., Cali, Colombia; Cedula No. 26577444 (Colombia)
(individual)

ROSALES DIAZ, Hector Emilio, c/o INDUSTRIA AVICOLA PALMASECA S.A., Cali, Colombia; c/o
INMOBILIARIA BOLIVAR S.A., Cali, Colombia; c/o INVERSIONES GEMINIS S.A., Cali, Colombia; Cedula
No. 16588924 (Colombia) (individual)

ROZO VARON, Luis Carlos, c/o BLANCO PHARMA S.A., Bogota, Colombia; c/o FARMATODO S.A., Bogota,
Colombia; c/o LABORATORIOS GENERICOS VETERINARIOS, Bogota, Colombia; c/o LABORATORIOS
KRESSFOR, Bogota, Colombia; Cedula No. 5838525 (Colombia) (individual)

RUEDA FAJARDO, Herberth Gonzalo, c/o LABORATORIOS GENERICOS VETERINARIOS, Bogota,
Colombia; Cedula No. 12126395 (Colombia) (individual)

RUIZ HERNANDEZ, Gregorio Rafael, c/o COMERCIALIZADORA OROBANCA, Cali, Colombia; DOB 20 May
1963; Cedula No. 16823501 (Colombia) (individual)

SAAVEDRA RESTREPO, Jesus Maria, Calle 5 No. 46-83 Local 119, Cali, Colombia; c/o CONCRETOS CALI
S.A., Cali, Colombia; c/o CONSTRUCTORA DIMISA LTDA., Cali, Colombia; c/o INMOBILIARIA U.M.V. S.A.,
Cali, Colombia; DOB 10 Jul 1958; Cedula No. 16603482 (Colombia) (individual)

SALCEDO R., Nhora Clemencia, c/o INMOBILIARIA BOLIVAR S.A., Cali, Colombia; Cedula No. 31273613
(Colombia) (individual)

SALCEDO RAMIREZ, Jaime, c/o INMOBILIARIA U.M.V. S.A., Cali, Colombia; Cedula No. 16706222
(Colombia) (individual)

SALDARRIAGA ACEVEDO, Carlos Omar, Calle 9B No. 50-100 apt. 102, Cali, Colombia; c/o RADIO UNIDAS
FM S.A., Cali, Colombia; DOB 16 Jan 1954; Cedula No. 14998632 (Colombia) (individual)

SANCHEZ DE VALENCIA, Dora Gladys, c/o INMOBILIARIA U.M.V. S.A., Cali, Colombia; DOB 7 Aug 1955;
Cedula No. 31273248 (Colombia) (individual)

SANTACRUZ CASTRO, Ana Milena, c/o AUREAL INMOBILIARIA LTDA., Bogota, Colombia; c/o
INMOBILIARIA SAMARIA LTDA., Cali, Colombia; c/o INVERSIONES EL PASO LTDA., Cali, Colombia; c/
o INVERSIONES SANTA LTDA., Cali, Colombia; c/o SAMARIA LTDA., Cali, Colombia; c/o SOCIEDAD
CONSTRUCTORA LA CASCADA S.A., Cali, Colombia; DOB 31 Mar 1965; Passports 31929808 (Colombia),
AB151189 (Colombia); Cedula No. 31929808 (Colombia) (individual)

SANTACRUZ CASTRO, Sandra, c/o INMOBILIARIA SAMARIA LTDA., Cali, Colombia; DOB 28 Sep 1973;
SSN 090-80-3433; Passports 043827307 (United States), D1690693 (United States), 100330728 (United
States), J24728201 (Country unknown) (individual)

SARRIA HOLGUIN, Ramiro (Robert), Avenida 6N No. 23D-16 of. L301, Cali, Colombia; Carrera 100 No.
11-60 of. 603, AA 20903, Cali, Colombia; c/o INVERSIONES ARA LTDA., Cali, Colombia; c/o INVERSIONES
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MIGUEL RODRIGUEZ E. HIJO, Cali, Colombia; c/o INVERSIONES RODRIGUEZ ARBELAEZ, Cali,
Colombia; c/o INVERSIONES RODRIGUEZ MORENO, Cali, Colombia (individual)

SILVA PERDOMO, Alejandro, c/o CONSTRUVIDA S.A., Avenida 2N No. 7N-55 y No. 521, Cali, Colombia; c/
o INDUSTRIA AVICOLA PALMASECA S.A., Cali, Colombia; Cedula No. 14983500 (Colombia) (individual)

SOLAQUE SANCHEZ, Alfredo, c/o ALFA PHARMA S.A., Bogota, Colombia; c/o LABORATORIOS BLAIMAR,
Bogota, Colombia; c/o LABORATORIOS KRESSFOR, Bogota, Colombia; c/o PENTA PHARMA DE
COLOMBIA S.A., Bogota, Colombia; Cedula No. 79261845 (Colombia) (individual)

TORRES CORTES, Joselin, c/o AUREAL INMOBILIARIA LTDA., Bogota, Colombia; Cedula No. 19482747
(Colombia) (individual)

TREJOS MARQUEZ, Arnulfo, Carrera 4 No. 9-17 of. 308, AA38028, Cali, Colombia; c/o CONSTRUCTORA
TREMI LTDA., Cali, Colombia; Cedula No. 6090595 (Colombia) (individual)

TRIANA TEJADA, Luis Humberto, c/o COMERCIALIZADORA DE CARNES DEL PACIFICO LTDA., Cali,
Colombia; Cedula No. 4916206 (Colombia) (individual)

TRUJILLO CAICEDO, Francisco Javier (Pacho); Calle 8 Oeste No. 24C-75 apt. 1501, Cali, Colombia; Calle
13C No. 75-95 piso 2, Cali, Colombia; Carrera 76A No. 6-34 apt. 107, Cali, Colombia; c/o COLOR 89.5 FM
STEREO, Cali, Colombia; DOB 23 Nov 1060; Cedula No. 16264395 (Colombia) (individual)

URIBE GONZALEZ, Jose Abelardo, c/o INMOBILIARIA U.M.V. S.A., Cali, Colombia; c/o SERVICIOS
INMOBILIARIAS LTDA., Cali, Colombia; Cedula No. 16647906 (Colombia) (individual)

VALENCIA ARIAS, Jhon Gavy (John Gaby), Avenida 7N No. 17A-46, Cali, Colombia; Carrera 76 No. 6-200
102, Cali, Colombia; c/o INVERSIONES BETANIA LTDA., Cali, Colombia; c/o INVERSIONES EL PENON
S.A., Cali, Colombia; Cedula No. 16741491 (Colombia) (individual)

VALENCIA ARIAS, Luis Fernando, c/o INVERSIONES BETANIA LTDA., Cali, Colombia; c/o INVERSIONES
EL PENON S.A., Cali, Colombia; c/o INVERSIONES GEMINIS S.A., Cali, Colombia; Cedula No. 71626881
(Colombia) (individual)

VALENCIA, Reynel (Reinel), c/o INMOBILIARIA U.M.V. S.A., Cali, Colombia; Cedula No. 16258610
(Colombia) (individual)

VARGAS GARCIA, Carlos Alberto, Quito, Ecuador; c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA.,
Bogota, Colombia; c/o RIONAP COMERCIO Y REPRESENTACIONES S.A., Quito, Ecuador (individual)

VICTORIA, Mercedes, c/o COLOR 89.5 FM STEREO, Cali, Colombia; c/o COMPAX LTDA., Cali, Colombia;
c/o INVERSIONES GEELE LTDA., Bogota, Colombia; c/o LABORATORIOS KRESSFOR, Bogota, Colombia
(individual)

VICTORIA POTES, Nestor Raul, Calle 70N No. 14-31, AA26397, Cali, Colombia; c/o AGROPECUARIA
BETANIA LTDA., Cali, Colombia; c/o INDUSTRIA AVICOLA PALMASECA S.A., Cali, Colombia; c/o
INMOBILIARIA BOLIVAR S.A., Cali, Colombia; Cedula No. 16247701 (Colombia) (individual)

VILLALOBOS, Luis E., c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota, Colombia; Cedula No.
14875020 (Colombia) (individual)

VILLEGAS ARIAS, Maria Deisy (Deicy), Calle 66 No. 1A-6 51, Cali, Colombia; c/o CONSTRUEXITO S.A.,
Cali, Colombia; c/o CONCRETOS CALI S.A., Cali, Colombia; c/o SOCOVALLE LTDA., Cali, Colombia;
Cedula No. 31200371 (Colombia) (individual)

VILLEGAS BOLANOS, Silver Amado, c/o CONCRETOS CALI S.A., Cali, Colombia; c/o INMOBILIARIA
BOLIVAR S.A., Cali, Colombia; Cedula No. 10480869 (Colombia) (individual)

ZABALETA SANDOVAL, Nestor, Apartado Aereo 91095; c/o BLANCO PHARMA S.A., Bogota, Colombia;
c/o LABORATORIOS KRESSFOR DE COLOMBIA S.A., Bogota, Colombia; DOB 17 Sep 1925; Cedula No.
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2901313 (Colombia); Passports 1690693 (United States), 100330728 (United States), J24728201 (Country
unknown) (individual)

ZUNIGA OSORIO, Marco Fidel, c/o LABORATORIOS BLANCO PHARMA, Bogota, Colombia (individual)

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 96-10

Click to open document in a browser

March 27, 1996

  

Member Firm Regulation

 PLEASE ROUTE TO MARGIN, OPTIONS AND COMPLIANCE DEPARTMENTS

TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: MANAGING PARTNER/CHIEF EXECUTIVE OFFICER AND HANDBOOK SUBSCRIBERS

SUBJECT: AMENDMENTS TO RULE 431 (MARGIN REQUIREMENTS) REGARDING OTC OPTIONS AND
INTEREST RATE COMPOSITES

On March 11, 1996 by Release No. 34-36948 the Securities and Exchange Commission approved
amendments to Rule 431(f)(2), “Puts, Calls and other Options”, establishing new requirements for various
OTC option products. The new requirements are effective immediately. The text of the amendments are
attached. The major areas of change are the adoption of margin requirements for:

- OTC options on stock and convertible corporate debt (30%), industry index stock groups (30%) and broad
index stock groups (20%).

- OTC options on 30 year U.S. Treasury bonds and non-mortgage backed U.S. Government agency debt
securities that qualify for exemption pursuant to SEC Rule 3a12-7(3%).

- OTC options on all other U.S. Government securities including agency debt (5%), and marginable corporate
debt securities (15%). OTC options on all other securities including CMO's remain subject to the current 45%
general OTC option margin requirement.

- Interest rate contracts (10%) to be consistent with other exchanges.

In addition, the amendments recognize certain Spread and Straddle positions for margin purposes between
listed and OTC options when a customers long and short positions are controlled by the same broker-dealer.

The newly established margin requirements supersede the “pilot program” for OTC options under which
specific approval was given to various member organizations, at their discretion, to continue to carry those
customer accounts now subject to the new requirements in accordance with the pilot requirements. However,
once the customer's account becomes properly margined under the amended Rule 431 requirements it must
be maintained in accordance with the new requirements.

Member organizations shall supply the Exchange with an itemized list of those existing customer accounts
that will continue to be maintained pursuant to the “pilot program” requirements. The itemized list must be
received by the Exchange within thirty (30) business days from the date of this Information Memo. The
itemized list shall record the customer's name, account number(s) and the quantity and description of the
security(ies) involved.

Questions concerning this Information Memo may be directed to Richard Nowicki (212) 656-3295, Steven
Levine (212) 656-7080, or Albert Lucks (212) 656-5782.

Lists containing the required information for accounts to be maintained pursuant to the transition period
should be directed to Albert Lucks, Credit Regulation, New York Stock Exchange, Inc., 20 Broad Street, New
York, NY 10005.

Salvatore Pallante
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Senior Vice President

Additions Underscored Deletions [bracketed]

Rule 431. Margin Requirements

(a) through (f)(2)(B) unchanged

(C) For purposes of this sub-section (f)(2), obligations issued by the United States Government shall be
referred to as United States Government obligations. Mortgage pass-through obligations guaranteed as to
timely payment of principal and interest by the Government National Mortgage Association shall be referred
to as GNMA obligations.

The terms “current market value” or “current market price” of an option, currency warrant, currency index
warrant or stock index warrant shall mean the total cost or net proceeds of the option contract or warrant on
the day it was purchased or sold and at any other time shall be the preceding business day's closing price of
that option or warrant (times the appropriate unit of trading or multiplier) as shown by any regularly published
reporting or quotation service.

The term “exercise settlement amount” shall mean the difference between the “aggregate exercise price”
and the “aggregate current index value” (as such terms are defined in the pertinent By-Laws of the Options
Clearing Corporation).

The term “stock option (contract)” shall mean an option contract on a single stock. The term “index stock
group option (contract)” shall mean an option contract on an index stock group.

The terms “currency warrant”, “currency index warrant”, “index currency group” and “stock index warrant”
shall have the meanings that paragraph (a) of Rule 414 (Index and Currency Warrants) assigns to them.

The terms “call” and “put” as used in connection with currency, currency index or stock index warrant mean
a warrant structured as a “call” or “put” (as appropriate) on the underlying currency, index currency group or
index stock group (as the case may be).

Except where the context otherwise requires, the definitions contained in section (b) of Rule 700,
“Applicability, Definitions and References”, shall apply to the terms used in this sub-section (f)(2).

When used in respect of a currency index warrant or a stock index warrant, the term “index group value” shall
mean $1.00 (1) multiplied by the numerical value reported for the index that is derived from the market prices
of the currencies in the index currency group or the stocks in the index stock group and (2) divided by the
applicable divisor stated in the prospectus (if any).

A “registered clearing agency” shall mean a clearing agency as defined in Section 3(a)(23) of the Securities
Exchange Act of 1934 that is registered with the Securities and Exchange Commission pursuant to Section
17A(b)(2) of the Act.

The term “underlying component” shall mean in the case of stock, the equivalent number of shares; industry
and broad index stock groups, the current index group value and the applicable index multiplier; U.S.
Treasury bills, notes and bonds, the underlying principal amount; foreign currencies, the units per foreign
currency contract; and interest rate contracts, the interest rate measure based on the yield of U.S. Treasury
bills, notes or bonds and the applicable multiplier. The term “interest rate measure” represents, in the case
of short term U.S. Treasury bills, the annualized discount yield of a specific issue multiplied by ten or, in the
case of long term U.S. Treasury notes and bonds, the average of the yield to maturity of the specific issues
multiplied by ten.

(D) The margin required on any put, call, currency warrant, currency index warrant, or stock index warrant
issued, guaranteed or carried “short” in a customer's account shall be:

(i) In the case of puts and calls issued by a registered clearing agency, 100% of the current market value of
the option plus the percentage of the current [market] value of the underlying [security or index] component
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specified in column II of this subsection (D)(i) below. In the case of currency warrants, currency index
warrants and stock index warrants, 100% of the current market value of each such warrant plus the
percentage of the warrant's current “underlying component value” (as column IV of this subsection (D)(i)
describes) specified in column II of this subsection (D)(i) below.

Notwithstanding the margin required below, the minimum margin on any put, call, currency warrant, currency
index warrant or stock index warrant issued, guaranteed or carried “short” in a customer's account may be
reduced by any “out-of-the-money amount” (as defined in this subsection (D)(i) below), but shall not be less
than 100% of the current market value of the option or warrant plus the percentage of the current [market]
value of the underlying [security or index] component specified in column III of this subsection (D)(i) below.

          I                           II               III        IV

          

Type of Option              Initial and/or   Minimum    Underlying

                                      

Maintenance      Margin     Component Value

                                      

Margin           Required

                                      

Required

          [Security or Index]

   (1)    Stock                       20%              10%        The equivalent

                                                                  number of shares

                                                                  at current market

                                                                  prices
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   (2)    Industry index stock        20%              10%        The product of

          group                                                   the current index

                                                                  group value and

                                                                  the applicable

                                                                  index multiplier

   (3)    Broad index stock           15%              10%        The product of

          group                                                   the current index

                                                                  group value and

                                                                  the applicable

                                                                  index multiplier

   (4)    U.S. Treasury bills - 95    .35%             1/20%      The underlying

          days or less to maturity                                principal amount

   (5)    U.S. Treasury notes         3%               1/2%       The underlying

                                                                  principal amount

   (6)    U.S. Treasury bonds         3.5%             1/2%       The underlying

                                                                  principal amount
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   (7)    Foreign Currency                                        The product of

                                                                  units per foreign

          Options and Warrants

                                                                  currency contract

          Australian dollar           4%               3/4%       and the closing

                                                                  spot price

          British pound               4%               3/4%

          Canadian dollars            1%               3/4%

          German marks                4%               3/4%

          European Currency           4%               3/4%

          Unit

          French franc                4%               3/4%

          Japanese yen                4%               3/4%

          Swiss franc                 4%               3/4%

   (8)    Currency Index              \1/              \1/        The product of

          warrants                                                the index group

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

176

http://researchhelp.cch.com/License_Agreement.htm


                                                                  value and the

                                                                  applicable index

                                                                  multiplier.

   (9)    Stock Index Warrants        15%              10%        The product of

                                                                  the index group

                                                                  value and the

                                                                  applicable index

                                                                  multiplier.

   

(10)   Interest Rate contracts     10%              5%         The product of

                                                                  

the current

                                                                  

interest rate

                                                                  

measure and the
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applicable

                                                                  

multiplier

\1/ Subject to the approval of the Securities and Exchange Commission, the Exchange shall

determine applicable initial, maintenance and minimum margin requirements for currency
 index

warrants on a case-by-case basis.

For the purposes of this subsection (D)(i), “out-of-the-money amounts” are determined as follows:

   Option or Warrant Issue   Call                       Put

   Stock Options             Any excess of the          Any excess of the

                             aggregate exercise         current market value of

                             price of the option over   the equivalent number

                             the current market         of shares of the

                             value of the equivalent    underlying security over

                             number of shares of the    the aggregate exercise

                             underlying security.       price of the option.
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   U.S. Treasury options     Any excess of the          Any excess of the

                             aggregate exercise         current market value of

                             price of the option over   the underlying principal

                             the current market         amount over the

                             value of the underlying    aggregate exercise

                             principal amount           price of the option.

   Index stock group         Any excess of the          Any excess of the

   options, currency index   aggregate exercise         product of the current

   warrants and stock        price of the option or     index group value and

   index warrants            warrant over the           the applicable multiplier

                             product of the current     over the aggregate

                             index group value and      exercise price of the

                             the applicable             option or warrant.

                             multiplier.

   Foreign currency          Any excess of the          The product of units per

   options and warrants      aggregate exercise         foreign currency
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                             price of the option or     contract and the closing

                             warrant over the           spot prices over the

                             product of units per       aggregate price of the

                             foreign currency           option or warrant.

                             contract and the closing

                             spot prices.

   

Interest rate options     Any excess of the          Any excess of the

                             

aggregate exercise         product of the current

                             

price of the option over   interest rate measure

                             

the product of the         value and the

                             

current interest rate      applicable multiplier
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measure value and the      over the aggregate

                             

applicable multiplier.     exercise price of the

                                                        

option.

If the option or warrant contract provides for the delivery of obligations with different maturity dates or coupon
rates, the computation of the “out-of-the-money amount” if any, where required by this Rule, shall be made in
such a manner as to result in the highest margin requirement on the short option or warrant position.

(ii) No change.

(iii) In the case of puts and calls not issued by a registered clearing agency [and representing stock options
or index stock group options, 100% of the option premium received plus 45%] the percentage of the current
[market] value of the [equivalent number of shares of the] underlying component [security or the product of
the current index group value of the underlying index stock group] and the applicable [index] multiplier if any,
specified in column II of this subsection (f)(2)(D)(iii) below, plus any “in-the-money amount” (as defined in this
subsection (f)(2)(D)(iii).

Notwithstanding the margin required by this subsection, the minimum margin on any put or call issued,
guaranteed or carried “short” in a customer's account may be reduced by any [excess of the exercise price
over the current market value of the underlying security or the product of the current index group value of the
underlying index stock group and the applicable multiplier, in the case of a call, or any excess of the current
market value of the underlying security or the product of the current index group value of the underlying index
stock group and the applicable multiplier, over the exercise price, in the case of a put.] “out-of-the money
amount” (as defined in subsection (f)(2)(D)(i)), but [In either case, the minimum margin] shall not be less
than [100% of the option premium received plus 10%] the percentage of the current [market] value of the
[equivalent number of shares of the] underlying component [security or the product of the current index group
value of the underlying index stock group] and the applicable [index] multiplier if any, specified in column III of
this subsection (f)(2)(iii) below.

         I                          II               III        IV

         

Type of Option             Initial and/or   Minimum    Underlying
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Maintenance      Margin     Component Value

                                    

Margin           Required

                                    

Required

   (1)   Stock and convertible      30%              10%        The equivalent

         corporate debt                                         number of shares

         securities                                             at current market

                                                                prices for stocks

                                                                or the underlying

                                                                principal amount

                                                                for convertible

                                                                corporate debt

                                                                securities

   (2)   Industry index stock       30%              10%        The product of
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         group                                                  the current index

                                                                group value and

                                                                the applicable

                                                                index multiplier

   (3)   Broad index stock          20%              10%        The product of

         group                                                  the current index

                                                                group value and

                                                                the applicable

                                                                index multiplier

   (4)   U.S. Government or         5%               3%         The underlying

         U.S. Government                                        principal amount

         Agency debt securities

         other than those

         exempted by 

Rule 
         3a12-7 under the
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         Securities Exchange

         Act of 1934\1/

   (5)   Corporate debt             15%              5%         The underlying

         securities registered on                               principal amount

         a national securities

         exchange and

         marginable OTC

         corporate debt

         securities as defined in

         

Regulation T Section 
         220.2(t)(1)\2/

   (6)   All other OTC options      45%              20%        The underlying

         not covered above                                      principal amount

\1/ Option contracts under category (4) must be for a principal amount of not

less than $500,000.

\2/ Option transactions on all other OTC margin bonds as defined in 
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Regulation T Section 
220.2(t) are not eligible for the margin requirements contained in this provision. Margin

requirements for such securities are to be computed pursuant to category (6).

For the purpose of this subsection (f)(2)(D)(iii), “in-the-money amounts” are determined as follows:

   Option Issue          Call                        Put

   Stock options         Any excess of the           Any excess of the

                         current market value of     aggregate exercise

                         the equivalent number       price of the option over

                         of shares of the            the current market

                         underlying security over    value of the equivalent

                         the aggregate exercise      number of shares of the

                         price of the option.        underlying security.

   Index stock group     Any excess of the           Any excess of the

   options               product of the current      aggregate exercise

                         index group value and       price of the option over

                         the applicable multiplier   the product of the

                         over the aggregate          current index group

                         exercise price of the       value and the
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                         option.                     applicable multiplier.

   U.S. Government       Any excess of the           Any excess of the

   mortgage related or   current value of the        aggregate exercise

   corporate debt        underlying principal        price of the option over

   securities options    amount over the             the current value of the

                         aggregate exercise          underlying principal

                         price of the option.        amount.

(iv) Puts and calls not issued by a registered clearing agency and representing options on U.S. Government
and U.S. Government Agency debt securities that qualify for exemption pursuant to Rule 3a12-7 under the
Securities Exchange Act of 1934, must be for a principal amount of not less than $500,000, and shall be
subject to the following requirements:

(1) For exempt accounts, 3% of the current value of the underlying principal amount of thirty (30) year U.S.
Treasury bonds and non-mortgage backed U.S. Government agency debt securities; and 2% of the current
value of the underlying principal amount on all other U.S. Government and U.S. Government agency debt
securities, plus any “in-the-money amount” (as defined in subsection (f)(2)(D)(iii)) or minus any “out-of-the-
money amount” (as defined in subsection (f)(2)(D)(i)). The amount of any deficiency between the equity in the
account and the margin required shall be deducted in computing the Net Capital of the member organization
under the Exchange's Capital Requirements on the following basis:

(a) On any one account or group of commonly controlled accounts to the extent such deficiency exceeds 5%
of a member organization's tentative Net Capital (net capital before deductions on securities), 100% of such
excess amount, and

(b) On all accounts combined to the extent such deficiency exceeds 25% of a member organization's
tentative Net Capital, 100% of such excess amount, reduced by any amount already deducted pursuant to (a)
above.

(2) For non-exempt accounts, 5% of the current value of the underlying principal amount on thirty (30) year
U.S. Treasury bonds and non-mortgage backed U.S. Government agency debt securities; and 3% of the
current value of the underlying principal amount on all other U.S. Government and U.S. Government agency
debt securities, plus any “in-the-money amount” or minus any “out-of-the-money amount”, provided the
minimum margin shall not be less than 1% of the current value of the underlying principal amount.

For purposes of this subsection (f)(2)(D)(iv), an “exempt account” shall be defined as a member organization,
non-member broker/dealer, “designated account”, any person having net tangible assets of at least sixteen
million dollars or in the case of mortgage-related debt securities transactions an independently audited
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mortgage banker with both more than $1.5 million of net current assets (which may include 3/4 of 1%
maximum allowance on loan servicing portfolios) and with more than $1.5 million of net worth.

(E)

(i) Each put or call shall be margined separately and any difference between the current market value of the
underlying [security, underlying foreign currency or the current index group value of the underlying index
stock group] component and the exercise price of a put or call shall be considered to be of value only in
providing the amount of margin required on that particular put or call. Substantial additional margin must be
required on options issued, guaranteed or carried “short” with an unusually long period of time to expiration,
or written on securities which are subject to unusually rapid or violent changes in value, or which do not have
an active market, or where the securities subject to the option cannot be liquidated promptly.

(ii) No margin need be required on any “covered” put or call.

(F)

(i) Where [If] both a put and call specify[ing] the same [number of shares of the same] underlying component
[security, the same principal amount of the same United States Government obligation, the same number of
units of the same underlying foreign currency or the same index multiplier for the same index currency group
or index stock group.] are issued, by a registered clearing agency and are [issued, guaranteed or] carried
“short” for a customer, the amount of margin required shall be the margin on the put or call, whichever is
greater, as required pursuant to (f)(2)(D)(i) above, plus the current market value on the other option. [The
minimum margin requirement, however, shall not apply to the other option.]

When:

(1) a currency call warrant position is carried “short” for a customer account and is offset by a “short” currency
put warrant and/or currency put option position;

(2) a currency put warrant position is carried “short” for a customer account and is offset by a “short” currency
call warrant and/or currency put option position;

(3) a currency index call warrant position is carried “short” for a customer account and is offset by a “short”
currency index put warrant and/or currency put option position;

(4) a currency index put warrant position is carried “short” for a customer account and is offset by a “short”
currency index call warrant and/or currency index call option position;

(5) a stock index call warrant position is carried “short” for a customer account and is offset by a “short” stock
index put warrant and/or stock index put option position;

(6) a stock index put warrant position is carried “short” for a customer account and is offset by a “short” stock
index call warrant and/or stock index call option position;

(7) a broad index stock group call option position is carried “short” for a customer account and is offset by a
“short” broad index stock group put option position; or

(8) a broad index stock group put option position is carried “short” for a customer account and is offset by a
“short” broad index stock group call option position

and the offset position is of equivalent underlying value on the same currency, currency index or index stock
group, as appropriate, then the amount of margin required shall be the margin on the put position or the call
position, whichever is greater, as required pursuant to (D)(i) above, plus the current market value of the other
warrant or option position.

(ii) Where either or both the put and call specifying the same underlying component are not issued by a
registered clearing agency and are issued, guaranteed or carried “short” for a customer by the same broker-
dealer (as defined in subsection (f)(2)(G)(iii) below), the amount of margin required shall be the margin on the
put or call, whichever is greater, as required pursuant to (f)(2)(D)(iii) and (D)(iv) above, plus any unrealized
loss on the other option. Where either or both the put or call are not issued, guaranteed or carried by the
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same broker-dealer then the put and call must be margined separately pursuant to subsections (f)(2)(D)(iii)
and (D)(iv) above, however, the minimum margin shall not apply to the other option.

(iii)[(ii)] If both a put and call for the same GNMA obligation in the principal amount of $100,000 are issued,
guaranteed or carried “short” for a customer, the amount of margin required shall be the margin on the put
or call, whichever is greater, as required pursuant to (f)(2)(D)(ii) above, plus the current market value of the
other option.

(G)

(i) Where a call that is issued by a registered clearing agency is carried “long” for a customer's account
and the account is also “short” a call issued by a registered clearing agency, expiring on or before the date
of expiration of the “long” listed call and specifying the same [number of shares of the same] underlying
component [security, the same principal amount of the same United States Government obligation, the same
number of units of the same underlying foreign currency or the same index multiplier for the same index stock
group,] the margin required on the “short” call shall be the lower of (1) the margin required pursuant to (f)
(2)(D)(i) above[, in the case of stock options, United States Government obligations, foreign currency options
or index stock group options] or (2) the amount, if any, by which the exercise price of the “long” call exceeds
the exercise price of the “short” call.

Where a put that is issued by a registered clearing agency is carried “long” for a customer's account and
the account is also “short” a put issued by a registered clearing agency, expiring on or before the date
of expiration of the “long” listed put and specifying the same [number of shares of the same] underlying
component [security, the same principal amount of the same United States Government obligation, the same
number of units of the same underlying foreign currency or the same index multiplier for the same index stock
group,] the margin required on the “short” put shall be the lower of (1) the margin required pursuant to (f)
(2)(D)(i) above[, in the case of stock options, United States Government obligations, foreign currency options
or index stock group options] or (2) the amount, if any, by which the exercise price of the “short” put exceeds
the exercise price of the “long” put.

(ii) and (iii) Unchanged.

(iv) Where a call that is issued by a broker-dealer is carried “long” for a customer's account and the account is
also “short” a call issued by the same broker-dealer, expiring on or before the date of expiration of the “long”
call and specifying the same underlying component, the margin required on the short “call” shall be the lower
of (1) the margin required pursuant to subsections (f)(2)(D)(iii) or (D)(iv) above or (2) the amount, if any, by
which the exercise price of the “long” call exceeds the exercise price of the “short” call.

Where a put that is issued by a broker-dealer is carried “long” for a customer's account and the account is
“short” a put issued by the same broker-dealer, expiring on or before the date of expiration of the “long” put
and specifying the same underlying component, the margin required on the “short” put shall be the lower
of (1) the margin required pursuant to subsections (f)(2)(D)(iii) of (D)(iv) above or (2) the amount, if any, by
which the exercise price of the “short” put exceeds the exercise price of the “long” put.

A “long” call and a “short” call or a long “put” and a “short” put are deemed to be issued by the same broker-
dealer when either the broker-dealer has issued or guaranteed both options or issued or guaranteed one of
the options and the other option was issued by a registered clearing agency on behalf of that broker-dealer.
If the options are not issued by the same broker-dealer then the “short” put or “short” call must be margined
separately pursuant to subsections (f)(2)(D)(iii) or (D)(iv) above.

(H)(i) through (K) unchanged.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Market Surveillance

 TO: All Members and Member Organizations

SUBJECT: Trading in Country Baskets SM

As previously announced by the Securities Operations Department of the Exchange on March 19, 1996,
subject to the effectiveness of registration under the Securities Act of 1933 and the Securities Exchange

Act of 1934, the following nine “CountryBasket” SM 1   securities (the “Securities”) will commence trading as
described below:

ADMITTED ON MARCH 25, 1996

Germany Index Series (CUSIP 22236E 30 7) (GXG)

Japan Index Series (CUSIP 22236E 60 4) (GXJ)

US Index Series (CUSIP 22236E 88 5) (GXU)

TO BE ADMITTED ON MARCH 27, 1996

Australia Index Series (CUSIP 22236E 10 9) (GXA)

Hong Kong Index Series (CUSIP 22236E 40 6) (GXH)

UK Index Series (CUSIP 22236E 80 2) (GXK)

TO BE ADMITTED ON MARCH 29, 1996

France Index Series (CUSIP 22236E 20 8) (GXF)

Italy Index Series (CUSIP 22236E 50 5) (GXI)

TO BE ADMITTED ON APRIL 2, 1996

South Africa Index Series (CUSIP 22236E 70 3) (GXR)

The Securities have several unique characteristics, and investors should be afforded an explanation of these
characteristics and the risks attendant to the trading of the Securities. These include the following:

CountryBaskets are structured as series of The CountryBaskets Index Fund, Inc. (the “Fund”) which is
an open-end investment management company. The Fund will invest in a portfolio of securities (“Index
Securities”) included in the corresponding component of Financial Times/S&P-Actuaries World Index
(each an “Index”). A person can buy shares of any Fund series from the Fund only in “Creation Unit” size
aggregations in exchange for a deposit of the Index Securities (a “Fund Basket”) and a specified amount of
cash. Shares may be redeemed only in Creation Unit size aggregations. A Creation Unit size aggregation
of Fund shares consists of 100,000 shares for all of the CountryBasket series except for the Japan Series,
where a Creation Unit size aggregation consists of 250,000 shares. Only the individual Securities, not
Creation Unit size aggregations, will trade on the Exchange.

The Indices currently are calculated and disseminated to the public only once per business day. The net
asset value of the Indices also will be disseminated over the facilities of the Consolidated Tape Association
(“CTA”) once a day. In addition, Telesphere Corporation (“Telesphere”) will calculate “indicative values” for
the nine CountryBasket indices on a more frequent basis. The Exchange will provide for the dissemination of
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these indicative values through the facilities of the CTA. The “indicative values” will include the most currently-
available stock price information for the constituent stocks in an Index (based on home currency prices) and
prevailing currency exchange rates to translate the Index value into U.S. dollars. Telesphere will also use the
same pricing algorithm and methodology as the Index calculators in calculating the indicative values. These
values will be disseminated every 30 seconds during regulation NYSE trading hours.

The Fund may not be fully invested in all the Index Securities that underlie an index. However, DMG, the
investment adviser to the Fund, has indicated that it is the investment objective of each Fund series to
provide investment results that substantially correspond to the price and yield performance of the Index
Securities. Therefore, it is the Fund's policy to invest in securities representing at least 95 percent of the
capitalization of an Index. Nevertheless, because the Fund may not be fully invested in all Index Securities,
this could result in a tracking error, and the performance of the Securities may not fully represent the
performance of an Index.

All orders to purchase Securities in Creation Unit size must be placed with ALPS Mutual Fund Services, Inc.
(the “Distributor”). The Distributor is a registered broker-dealer and is located at 370 17th Street, Suite 2700,
Denver, Colorado 80202, and can be reached at 1-800-482-3940.

Due to the nature of the Securities, including the fact that they can be created and issued on an ongoing
basis, the prospectus delivery requirements of the Federal securities laws must be satisfied in connection with
each purchase of the Securities. Accordingly, an investor must receive a prospectus prior to or concurrently
with the confirmation of a transaction in CountryBaskets.

The Securities will be issued only in the form of a global certificate, the registered owner of which will be Cede
& Co., as nominee for the Depository Trust Company (“DTC”). Individual certificates will not be issued for
the Securities, DTC will credit, on its book entry registration and transfer system, the appropriate number of
Securities to the accounts of the appropriate DTC participants.

The Exchange and the Fund manager have received from the Securities and Exchange Commission (the
“SEC”) exemptive, interpretive and no-action relief from the following rules regarding the trading of the
Securities:

• Rule 10a-1, the Short Sale Rule. Transactions in the Securities will not be subject to the short sale rule.
Short orders should be marked SHORT EXEMPT.

The SEC has also granted an exemption from the netting requirements of the SEC's short sale rule, Rule
10a-1, in situations where (i) the specialist unit registered in the CountryBasket has a short position in the
component stocks of the basket which is fully hedged by a long position in the CountryBasket security;
and (ii) the specialist unit is also registered in one or more of the component stocks of the basket. In such
an instance, under the proposed exemption, the specialist unit would not be required to aggregate its
CountryBasket component stock position with its position in the dealer account for the individual specialty
stock.

The foregoing exemption is subject to the following conditions: (1) the Index Component Stock shall be part of
a hedge against a position in CB Shares, and shall, at a minimum be part of a basket of stocks that comprise
75 percent of the weighted capitalization of the index; (2) the quantity of the Index Component Stock sold
short in the hedge shall not exceed twice the relative weighting of the Index Component Stock in the index.

• Trading During Distributions, Rules 10b-6 and 10b-7. Persons deemed to be participating in the
distribution of the Securities will be permitted to engage in the following activities that may otherwise be
prohibited by Rule 10b-6: (1) secondary market transactions in the Securities; (2) recommendations to
customers to purchase the Securities; and (3) purchases of Index Securities for the purpose of purchasing
Creation Unit size aggregations of Fund shares. Broker-dealers engaging in stabilizing activity with respect
to an Index Security that is the subject of a distribution in the United States will be permitted to engage in the
following activities that may otherwise be prohibited by Rule 10b-7: (1) the tender of Securities in Creation
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Unit size aggregations to the Fund for redemption and (2) bidding for or purchasing Securities during the
period of the distribution.

• Tender and Exchange Offers, Rule 10b-13. Rule 10b-13 prohibits a person making a cash tender or
exchange offer for an equity security from purchasing such security (or a security convertible into such
security) otherwise than through the tender or exchange offer. Broker-dealers acting as dealer-manager of
a tender or exchange offer for an Index Security will not be subject to Rule 10b-13 in connection with such
broker-dealers with respect to: (1) purchasing the Index Security for the purpose of tendering a Fund Basket
with respect to purchasing Creation Unit aggregations of Fund shares; (2) redeeming Fund shares for a
Fund Basket that includes the Index Security subject to the tender or exchange offer; and (3) engaging in
secondary market transactions in the Securities during such offer.

• Customer Confirmations, Rule 10b-10. If a customer purchases or redeems Securities in Creation Unit
size aggregations, the confirmation need not state the identity, number and price of the shares of the Index
Securities. However, the confirmations must state that such information is available upon request, and any
such request by a customer must be filled in a timely manner, in accordance with Rule 10b-10(d). Rule
10b-10 will fully apply to all transactions in the Securities other than in Creation Unit size aggregations.

• Margin, Section 11(d)(1) of the Exchange Act and Rules 11d1-1 and 11d1-2. Equity margin rules will
apply to the Securities. However, the SEC has granted relief from certain aspects of the margin regulations
that govern the extension of margin on newly-issued securities. Specifically, the margin rules generally
prohibit a broker-dealer from effecting a transaction in which the broker-dealer extends credit to a customer
on a security that was part of a new issue if the broker-dealer participated in the distribution within 30 days
of the transaction. Notwithstanding that provision, (1) broker-dealers may extend or maintain or arrange
for the extension or maintenance of credit on Securities that have been owned for more than 30 days by
the person to whom credit is provided, and (2) broker-dealers that do not purchase Securities directly from
the issuer, but that do engage in both proprietary and customer transactions in Securities exclusively in the
secondary market, may extend or maintain or arrange for the extension or maintenance of credit on Securities
in connection with such secondary market transactions.

Exchange Rules

Pursuant to Exchange Rule 405, before a member, member organization, allied member or employee of
such member organization undertakes to recommend a transaction in the Securities, such member or
member organization should make a determination that the Securities are suitable for such customer. The
person making the recommendation should have a reasonable basis for believing, at the time of making
the recommendation, that the customer has such knowledge and experience in financial matters that he or
she may reasonably be expected to be capable of evaluating the risks and the special characteristics of the
recommended transaction, including those highlighted above, and is financially able to bear the risks of the
recommended transaction.

Exchange Rule 460.10 precludes certain business relationships between an issuer and the specialist in the
issuer's securities. The SEC has approved an amendment to Rule 460.10 to permit specialists to whom
Securities have been allocated to enter into transactions of Creation Unit size to facilitate the maintenance
of a fair and orderly market in the Securities. The specialist may only effect these Creation Unit transactions
through the Distributor and not directly with the issuer. A specialist Creation Unit transaction may only be
effected on the same terms and conditions as any other investor, and only at the net asset value of the
Securities. The SEC has also approved an amendment to Rule 460.10 to permit specialist to acquire a
position in excess of 10% of the outstanding issue of a CountryBasket security, provided, however, that
a specialist registered in a security issued by an investment company may purchase and redeem the
investment company unit or securities that can be subdivided or converted into such unit, from the investment
company as appropriate to facilitate the maintenance of a fair and orderly market in the subject security.
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The Exchange has received SEC approval of an amendment to Rule 104 provide that specialists may
engage in “parity” transactions on direct destabilizing ticks without obtaining Floor Official approval. A “parity”
transaction would be a trade to bring the CountryBasket security into line with the value of an index (if the
market for the component stocks of the basket is open) or the net asset value of the component stocks of the
basket. Specialists remain fully subject to all requirements of Rule 104 with respect to their affirmative and
negative obligations to maintain a fair and orderly market.

Any questions regarding the suitability of customer accounts should be directed to Mary Anne Furlong at
(212) 656-4823. Inquiries with respect to the Securities themselves should be directed to Gary Tuttle at (212)
656-5025 or Antonio Aliberti at (212) 656-5034. Inquiries with respect to Market Surveillance matters should
be directed to Arnold Kotler at (212) 656-6543.

Robert J. McSweeney

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  "CountryBaskets" and "The CountryBaskets Index Fund" (the "Fund") are service marks of Deutsche
Morgan Grenfell/C.J. Lawrence Inc., the investment adviser to the Fund ("DMG"). DMG has filed
applications for registration of such service marks with the U.S. Patent and Trademark Office.
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Market Surveillance

 PLEASE NOTE: LOC ORDERS MAY BE ENTERED IN ANY STOCK TO OFFSET PUBLISHED
IMBALANCES OF MARKET-AT-THE-CLOSE ORDERS AND MUST BE ENTERED BY 3:55 P.M. LOC
ORDERS ARE IRREVOCABLE ONCE ENTERED.

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Revised Procedures for Handling Market-on-Close Orders on
March 29, 1996 (“Quarterly Index Expiration”)

The Securities and Exchange Commission has approved an amendment to the expiration policy. Effective
June 16, 1995, no market-on-close (“MOC”) orders may be entered in any stock after 3:40 p.m. However,
orders unrelated to expiring index arbitrage may be entered to offset published imbalances. The cutoff time
applies to all MOC orders in all stocks , even orders not related to a strategy involving stock index options.
Detailed discussion can be found on Page 2 of this memo.

The following summarizes key aspects of the expiration policy.

•NO MOC ORDERS MAY BE ENTERED AFTER 3:40 P.M. IN ANY STOCK. FLOOR BROKERS
REPRESENTING SUCH ORDERS MUST COMMUNICATE THEIR IRREVOCABLE MOC INTEREST TO
THE SPECIALIST BY 3:40 P.M.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:40 P.M. IN ANY STOCK.

•AS SOON AS PRACTICABLE, AFTER 3:40 P.M., PILOT STOCKS MUST PUBLISH ANY MOC
IMBALANCE OF 50,000 SHARES OR MORE, OR PUBLISH A NO IMBALANCE STATUS. OTHER STOCKS
MAY PUBLISH AN MOC IMBALANCE.

•AFTER 3:40 P.M., MOC ORDERS NOT RELATED TO AN EXPIRING STRATEGY MAY ONLY BE
ENTERED TO OFFSET PUBLISHED IMBALANCES.

•LOC ORDERS MAY BE ENTERED IN ANY STOCK TO OFFSET PUBLISHED IMBALANCES. REFER TO
PAGE 2 FOR DETAILS.

DETAILED DISCUSSION IS PROVIDED ON THE FOLLOWING PAGES.

The March 29, 1996 quarterly index expiration pilot stock list is attached.

PROCEDURES RELATING TO THE CLOSE

Limit-At-The-Close (“LOC”) Orders

Effective July 28, 1995, LOC orders may be entered in any stock providing that they offset published
imbalances.

Current procedures require MOC imbalances of 50,000 shares or more in the pilot stocks to be published on
the tape as soon as practicable after 3:40 p.m. on expiration days, including quarterly index expiration days.
At that time, other stocks may also publish MOC imbalances. LOC orders may be entered only if imbalances
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have been published and must be entered by 3:55 p.m. On expiration days, LOC orders are irrevocable once
entered, except in the case of legitimate error.

No LOC orders related to a strategy including any stock index futures, stock index options or options on stock
index futures in expiring contracts may be entered in any stock.

An LOC order is one that is entered for execution at the closing price provided that the closing price is at or
within the limit specified. LOC orders may be entered only to offset published imbalances of market-on-close
(“MOC”) orders. They are prioritized on the specialist's book by time of entry and go behind all other orders
on the specialist's book at that price. LOC orders with prices that are better than the closing prices in the
subject security are guaranteed an execution, unless there is a trading halt in the security. LOC orders at the
closing price are executed in order of time priority with respect to other LOC orders, but are not guaranteed
an execution.

Market-On-Close Orders

Procedures for market-on-close (“MOC”) orders are used for each quarterly expiration. THIS APPLIES
TO MOC ORDERS IN ALL STOCKS, REGARDLESS OF WHETHER SUCH ORDERS RELATE TO A
STRATEGY INVOLVING any stock index options. These procedures have been filed as a rule with the SEC.

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

MOC Order Entry

The cut-off time is 3:40 p.m. for the entry of all MOC orders, regardless of whether they relate to a strategy
including any stock index options. This requirement applies to all stocks not just pilot stocks. Floor brokers
representing any MOC orders must communicate their irrevocable MOC interest to the specialist by 3:40 p.m.

To facilitate the determination of order imbalances before the close, no MOC order may be entered in any
stock after 3:40 p.m. except to offset a published imbalance. This will contribute to a more accurate picture,
earlier, of the interest in any stock at the close.

For the limited exception that relates to entry of MOC orders to offset published imbalances, refer to the
material below.

Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:40 p.m.

Cancellations to correct a legitimate error, however, will continue to be permitted after 3:40 p.m.

Special Procedures on Limitation of Entry of Orders and Publication of Imbalances

You must, as stated above and required for all stocks, enter all MOC orders, by 3:40 p.m. eastern time. It
should be noted that pursuant to the newly amended Rule 13, limit-at-the-close orders may be entered in any
stock for execution on the close, in addition to market-on-close orders.

As soon as possible after 3:40 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:40 p.m. in the pilot stocks, and other stocks may also publish MOC
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imbalances. No MOC or LOC orders will be permitted in any stock that does not publish an imbalance. While
MOC orders previously entered may be cancelled or reduced in size until 3:40 p.m., once a publication of an
imbalance in a stock has been made, any MOC or LOC orders subsequently entered in such stock will be
accepted only to trade on the opposite side of the market in relation to such published imbalance.

The liquidation of positions relating to a strategy involving any stock index options, using MOC orders entered
after 3:40 p.m. is not permitted, even if such orders might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC or LOC orders, the imbalance of MOC orders
published as of 3:40 p.m. may not reflect the imbalance that exists at the close.

Printing at the Close

Where there is an imbalance in MOC orders, the imbalance shall, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The specialist shall then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction should be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they shall be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

“G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

Rule 80A

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on the last trade date prior to each month's expiration.

If an MOC index arbitrage order to establish or increase a position is entered, and Rule 80A subsequently
goes into effect, the MOC order must be cancelled, regardless of the time Rule 80A goes into effect. If Rule
80A goes into effect prior to 3:40 p.m., the MOC order may be reentered with the appropriate tick restriction.
If Rule 80A goes into effect after 3:40 p.m., and there is a published imbalance in the subject stock, the MOC
order may be reentered, with the appropriate tick restriction, to offset the imbalance.

Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
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the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a)(2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. David Fisch at (212) 656-6769 or Ms.
Carol Krusik at (212) 656-4597.

Robert J. McSweeney

Senior Vice President

                                  

Attachments

          

Quarterly Index Expiration Friday Pilot Stocks - March 29, 1996

   ABT          ABBOTT LABORATORIES

   AFL          AFLAC INC.

   AHP          AMERICAN HOME PRODUCTS CORPORATION

   AIG          AMERICAN INTERNATIONAL GROUP INC.

   AIT          AMERITECH CORP.

   AN           AMOCO CORPORATION

   AOC          AON CORP.

   AXP          AMERICAN EXPRESS COMPANY
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   BA           BOEING COMPANY

   BAC          BANKAMERICA CORPORATION

   BEL          BELL ATLANTIC CORPORATION

   BEN          FRANKLIN RESOURCES INC.

   BLS          BELLSOUTH CORPORATION

   BMY          BRISTOL MYERS SQUIBB COMPANY

   C            CHRYSLER CORPORATION HOLDING CO.

   CCI          CITICORP

   CHV          CHEVRON CORPORATION

   COL          COLUMBIA HEALTHCARE CORP.

   DD           DU PONT COMPANY

   DIS          WALT DISNEY COMPANY

   DOW          DOW CHEMICAL COMPANY

   EK           EASTMAN KODAK COMPANY

   EMC          EMC CORP.

   F            FORD MOTOR COMPANY
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   FNM          FEDERAL NATIONAL MORTGAGE ASSOCIATION

   FRO          FRONTIER CORP.

   G            GILLETTE COMPANY

   GE           GENERAL ELECTRIC COMPANY

   GM           GENERAL MOTORS CORPORATION

   GTE          GTE CORPORATION

   *HFS         HFS INCORPORATED

   *HRC         HEALTHSOUTH CORPORATION

   HWP          HEWLETT-PACKARD COMPANY

   IBM          INTERNATIONAL BUSINESS MACHINES CORP.

   IP           INTERNATIONAL PAPER COMPANY

   JNJ          JOHNSON AND JOHNSON

   *KMB         KIMBERLY CLARK CORP.

   KO           COCA-COLA COMPANY

   LLY          ELI LILLY AND COMPANY

   MCD          MCDONALDS CORPORATION
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   MMM          MINNESOTA MINING AND MANUFACTURING

   MO           PHILIP MORRIS COS. INC.

   MOB          MOBIL CORPORATION

   MOT          MOTOROLA INC.

   MRK          MERCK AND COMPANY INC.

   NB           NATIONSBANK CORP.

   NYN          NYNEX CORPORATION

   PG           PROCTER AND GAMBLE COMPANY

   PEP          PEPSICO INC.

   PFE          PFIZER INC.

   *PNU         PHARMACIA AND UPJOHN INC.

   RD           ROYAL DUTCH PETROLEUM COMPANY

   S            SEARS ROEBUCK COMPANY

   SBC          SOUTHWESTERN BELL CORPORATION

   SCH          CHARLES SCHWAB CORP.

   *SEG         SEAGATE TECHNOLOGY INC.
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   SGP          SCHERING PLOUGH CORP.

   T            AMERICAN TELEPHONE AND TELEGRAPH

   TMO          THERMO ELECTRON CORP.

   *TRV         TRAVELERS GROUP INC.

   UN           UNILEVER N.V.

   WMT          WAL-MART STORES INC.

   XON          EXXON CORPORATION

This list consists of the 50 highest weighted S&P 500 stocks, the 20 Major Market Index stocks, and the 10
highest capitalized stocks of the S&P Midcap 400 Index, based on market values as of March 1, 1996. The
indicated (*) stocks have been added to the list since the last QIX pilot. CCE, GNT, HD, LSI, and TX have
been deleted.

MEMORANDUM

DATE: March 22, 1996

TO: All Floor Members

FROM: Floor Official Education

SUBJECT: Frequently Asked Questions About “Quarterly Index Expiration” Market-on-Close (MOC) Orders
and Limit-at-the-Close (LOC) Orders

MOC and LOC Orders

1.Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2.Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

2A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.
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Example # 1   200,000 buy MOC

                  

50,000 sell MOC

                  

50,000 sell plus MOC

                  

25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

   

Example #2   100,000 sell MOC

                

050,000 buy MOC

                

025,000 buy minus MOC

                

025,000 sell plus MOC
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In the example #2, the MOC imbalance is 50,000 to sell (S 100,000−B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

3.Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4-1/2 - last sale 20 3/8

3.A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the existing 20 1/2 sell limit orders have
priority over the MOC sell plus and sell short orders which in this case are treated like limit orders. On the
other hand if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the MOC sell plus and sell short
orders are treated as marketable orders which go ahead of the 20 1/2 sell limit orders.

In the case of a MOC buy minus order, if the last sale was a “plus” or “zero plus” tick, all limit orders at 20
1/4 would have priority. If the last sale was a “minus” or “zero minus” tick, the MOC buy minus orders are
marketable and go ahead of the 20 1/4 limit orders.

4.Q. Are MOC “short” at-the-close orders permitted?

4A. Firms may enter “short” MOC orders.

5.Q. Should brokers in the Crowd give the specialist their orders prior to 3:40 p.m.? How should they
be handled by the specialist?

5A. In all stocks, any brokers in the Crowd handling any MOC orders must either give their orders to the
specialist or communicate their irrevocable interest to the specialist by 3:40 p.m., to allow the specialist to
arrange a closing price.

6Q. Can MOC orders be cancelled after 3:40 p.m.?

6A. Firms may not enter MOC cancellations or reduce MOC orders in size after 3:40 p.m. No broker or
specialist can accept cancellation instructions on any MOC order after 3:40 p.m., except to correct a bona fide
error.

7Q. How are “limit or MOC” orders handled by specialists? How are “working” orders with
instructions to complete MOC handled by brokers?

7A. As with a simple MOC order, specialists and Floor brokers may not accept “limit or MOC” orders
after 3:40 p.m. “Limit or MOC” orders entered with the specialist before 3:40 p.m. will be considered to be
irrevocable MOC orders on the unexecuted portion as of 3:40 p.m., unless cancelled with the specialist prior
to that time.

When a broker represents a “working” order with instructions to complete MOC, by 3:40 p.m., the broker must
either enter a MOC order with the specialist or communicate his or her irrevocable interest to the specialist
with respect to any portion to be executed on a MOC basis. What portion the broker enters/commits would be
based upon the market characteristics of the stock, and his or her reasonable expectation of execution given
market conditions in the stock from 3:40 p.m. to the close.

8Q. Can MOC orders be entered in the pilot stocks if a “No Imbalance” notice is published at 3:40
p.m.?

8A. No MOC orders may be entered if a “No Imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.

9Q. Are limit-at-the-close (LOC) orders permitted?

9A. Yes. LOC orders are permitted in all stocks. LOC orders may be entered only to offset published
imbalances of market-at-the-close (“MOC”) orders and must be entered by 3:55 p.m. LOC orders are
irrevocable once entered, except in case of legitimate error.
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10Q. What is the priority sequence for execution of LOC orders?

10A. Marketable LOC orders are treated as market orders and must be executed. Such orders include better-
priced (i.e., orders with a limit price better than the closing price) LOC orders to buy and sell long (including
“G” orders) and better-priced LOC orders to sell short or sell plus, if the closing price would represent a
“double plus tick”.

LOC orders limited to the closing price and better-priced LOC orders to sell short and sell plus that could not
be executed at a price lower than the actual close are sequenced by time priority among themselves, but
behind all other orders at the closing price, and may be executed, depending on the size of the imbalance to
be offset.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 96-5

Click to open document in a browser

March 8, 1996

  

Market Surveillance

 PLEASE NOTE NEW REQUIREMENTS: IN ADDITION TO EXISTING REQUIREMENTS, LOC ORDERS
MAY BE ENTERED IN ANY STOCK TO OFFSET PUBLISHED IMBALANCES OF MARKET-AT-THE-CLOSE
ORDERS AND MUST BE ENTERED BY 3:55 P.M. LOC ORDERS ARE IRREVOCABLE ONCE ENTERED.

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Revised Procedures for Handling Market-on-Close Orders on
March 15, 1996 (“Expiration Friday”)

The Securities and Exchange Commission has approved an amendment to the expiration policy. Effective
June 16, 1995, no market-on-close (“MOC”) orders may be entered in any stock after 3:40 p.m. However,
orders unrelated to expiring index arbitrage may be entered to offset published imbalances. The cutoff
time applies to all MOC orders in all stocks , even orders not related to a strategy involving any stock index
futures, stock index options or options on stock index futures. Detailed discussion can be found on Page 4 of
this memo.

The following summarizes key aspects of the expiration policy.

•AUXILIARY OPENING PROCEDURES WILL BE IN EFFECT THIS MONTH AND EVERY MONTH FOR
SELECTED MIDCAP STOCKS AS WELL AS REGULAR PILOT STOCKS.

•NO MOC ORDERS MAY BE ENTERED AFTER 3:40 P.M. IN ANY STOCK. FLOOR BROKERS
REPRESENTING SUCH ORDERS MUST COMMUNICATE THEIR IRREVOCABLE MOC INTEREST TO
THE SPECIALIST BY 3:40 P.M.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:40 P.M. IN ANY STOCK.

•AS SOON AS PRACTICABLE, AFTER 3:40 P.M., PILOT STOCKS MUST PUBLISH ANY MOC
IMBALANCE OF 50,000 SHARES OR MORE, OR PUBLISH A NO IMBALANCE STATUS. OTHER
STOCKS MAY PUBLISH AN MOC IMBALANCE. AFTER 3:40 P.M., MOC ORDERS NOT RELATED TO AN
EXPIRING STRATEGY MAY ONLY BE ENTERED TO OFFSET PUBLISHED IMBALANCES.

•LOC ORDERS MAY BE ENTERED IN ANY STOCK TO OFFSET PUBLISHED IMBALANCES. REFER TO
PAGE 3 FOR DETAILS.

DETAILED DISCUSSION IS PROVIDED ON THE FOLLOWING PAGES.

The March 15, 1996 expiration Friday pilot stock lists are attached. Please note that only opening procedures
apply to the MidCap-related list.

OPENING PROCEDURES

For each monthly expiration, several auxiliary procedures are necessary to integrate stock orders relating to
expiring contracts into NYSE's opening procedures in a manner that assures an efficient market opening in
each stock as close to 9:30 a.m. as possible. The auxiliary opening procedures applicable on March 15, 1996
are:

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

204

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P96-5%2909013e2c855b3204?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


Order Entry

Stock orders relating to index contracts whose settlement pricing is based upon the March 15, 1996 opening
prices must be received by SuperDot or by the specialist by 9:00 a.m.

- These orders may be cancelled or reduced in size. 1 

- Stock orders relating to index contracts whose settlement pricing is not based upon the March 15, 1996
opening prices may be entered after 9:00 a.m.

To facilitate early order entry, SuperDot (1) will begin accepting orders at 7:30 a.m. and (2) will accept market
orders of 30,099 shares or less.

“Limit-at-the-opening” (“limit OPG”) orders are permitted, including delivery through Exchange systems.

- Ordinary limit orders may also be entered.

Order Identification

Stock orders relating to opening-price settling contracts must be identified “OPG.”

- Firms entering these orders through SuperDot, but unable to identify orders as “OPG”, may use a unique
branch code or firm identifier (mnemonic) to identify these orders. The NYSE Market Surveillance Division (11
Wall Street, 10th Floor) must be advised of the branch code or identifier by March 18, 1996.

- Firms unable to identify these orders in either way, and firms not using SuperDot, must submit a list of all
these orders and related details to the NYSE Market Surveillance Division by March 18, 1996.

Dissemination of Order Imbalances

For any of the pilot stocks and for ten selected S&P MidCap 400 Index stocks (lists attached) having a market
order imbalance of 50,000 shares or more at 9:00 a.m., the NYSE will disseminate the size of the order
imbalance via the low-speed ticker and the news services as promptly as practicable after 9:00 a.m.

Dissemination of Indications

Except for the auxiliary procedures described above, all stocks, including the pilot stocks and selected
MidCap stocks, are subject to the regular NYSE opening procedures, including price indications where a
substantial price change is anticipated. Dissemination of an indication is mandatory for an opening which
will result in a price change constituting the lesser of 10% or three points from the prior NYSE close, or five
points if the previous close is $100 or higher, unless the price change is less than one point. Fifteen minutes
must elapse between a first indication and a stock's opening. However, when more than one indication is
necessary, a stock may open (1) five minutes after the last indication when it overlaps the prior indication
(e.g., 51 - 53 overlaps 50 - 52, but does not overlap 53 - 55) and (2) ten minutes after the last indication when
it does not overlap the prior indication, provided that 15 minutes must have elapsed from the dissemination of
the first indication.

PROCEDURES RELATING TO THE CLOSE

Limit-At-The-Close (“LOC”) Orders

effective July 28, 1995, LOC orders may be entered in any stock providing that they offset published
imbalances.

Current procedures require MOC imbalances of 50,000 shares or more in the pilot stocks to be published on
the tape as soon as practicable after 3:40 p.m. on expiration days, including expiration Fridays. At that time,
other stocks may also publish MOC imbalances. LOC orders may be entered only if imbalances have been
published and must be entered by 3:55 p.m. On expiration days, LOC orders are irrevocable once entered,
except in the case of legitimate error.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

205

http://researchhelp.cch.com/License_Agreement.htm


No LOC orders related to a strategy including any stock index futures, stock index options or options on stock
index futures in expiring contracts may be entered in any stock.

An LOC order is one that is entered for execution at the closing price provided that the closing price is at or
within the limit specified. LOC orders may be entered only to offset published imbalances of market-on-close
(“MOC”) orders. They are prioritized on the specialist's book by time of entry and go behind all other orders
on the specialist's book at that price. LOC orders with prices that are better than the closing prices in the
subject security are guaranteed an execution, unless there is a trading halt in the security. LOC orders at the
closing price are executed in order of time priority with respect to other LOC orders, but are not guaranteed
an execution.

Market-On-Close Orders

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. THIS APPLIES
TO MOC ORDERS IN ALL STOCKS, REGARDLESS OF WHETHER SUCH ORDERS RELATE TO A
STRATEGY INVOLVING any stock index futures, stock index options, or options on stock index futures.
These procedures have been filed as a rule with the SEC.

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

MOC Order Entry

The cut-off time is 3:40 p.m. for the entry of all MOC orders, regardless of whether they relate to a strategy
including any expiring stock index futures, stock index options or options on stock index futures. This
requirement applies to all stocks not just pilot stocks. Floor brokers representing any MOC orders must
communicate their irrevocable MOC interest to the specialist by 3:40 p.m. These closing procedures will be
implemented with the March 15, 1996 expiration.

To facilitate the determination of order imbalances before the close, no MOC order may be entered in any
stock after 3:40 p.m. except to offset a published imbalance. This will contribute to a more accurate picture,
earlier, of the interest in any stock at the close.

For the limited exception that relates to entry of MOC orders to offset published imbalances, refer to the
material below.

Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:40 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will continue to be permitted after 3:40 p.m.

Special Procedures on Limitation of Entry of Orders and Publication of Imbalances

You must, as stated above and required for all stocks, enter all MOC orders, by 3:40 p.m. eastern time. It
should be noted that pursuant to the newly amended Rule 13, limit-at-the-close orders may be entered in any
stock for execution on the close, in addition to market-on-close orders.
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As soon as possible after 3:40 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:40 p.m. in the pilot stocks, and other stocks may also publish MOC
imbalances. No MOC or LOC orders will be permitted in any stock that does not publish an imbalance. While
MOC orders previously entered may be cancelled or reduced in size until 3:40 p.m., once a publication of an
imbalance in a stock has been made, any MOC or LOC orders subsequently entered in such stock will be
accepted only to trade on the opposite side of the market in relation to such published imbalance.

The liquidation of positions relating to a strategy involving any stock index futures, stock index options, or
options on stock index futures using MOC orders entered after 3:40 p.m. is not permitted, even if such orders
might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC or LOC orders, the imbalance of MOC orders
published as of 3:40 p.m. may not reflect the imbalance that exists at the close.

Printing at the Close

Where there is an imbalance in MOC orders, the imbalance shall, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The specialist shall then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction should be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they shall be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

“G” Orders

Proprietary orders represented pursuant to Section 11(a) (1) (G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a) (1) (G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

Rule 80A

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on the last trade date prior to each month's expiration.

If an MOC index arbitrage order to establish or increase a position is entered, and Rule 80A subsequently
goes into effect, the MOC order must be cancelled, regardless of the time Rule 80A goes into effect. If Rule
80A goes into effect prior to 3:40 p.m., the MOC order may be reentered with the appropriate tick restriction.
If Rule 80A goes into effect after 3:40 p.m., and there is a published imbalance in the subject stock, the MOC
order may be reentered, with the appropriate tick restriction, to offset the imbalance.

Due Diligence Requirements
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Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a) (2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. David Fisch at (212) 656-6769 or Ms.
Carol Krusik at (212) 656-4597.

Robert J. McSweeney

Senior Vice President

                          

Attachments

       

Expiration Friday Pilot Stocks - March 15, 1996

   ABT      ABBOTT LABORATORIES

   AHP      AMERICAN HOME PRODUCTS CORPORATION

   AIG      AMERICAN INTERNATIONAL GROUP INC.

   AIT      AMERITECH CORP.

   AN       AMOCO CORPORATION

   AXP      AMERICAN EXPRESS COMPANY

   BA       BOEING COMPANY
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   BAC      BANKAMERICA CORPORATION

   BEL      BELL ATLANTIC CORPORATION

   BLS      BELLSOUTH CORPORATION

   BMY      BRISTOL MYERS SQUIBB COMPANY

   C        CHRYSLER CORPORATION HOLDING CO.

   CCI      CITICORP

   CHV      CHEVRON CORPORATION

   COL      COLUMBIA HEALTHCARE CORP.

   DD       DU PONT COMPANY

   DIS      WALT DISNEY COMPANY

   DOW      DOW CHEMICAL COMPANY

   EK       EASTMAN KODAK COMPANY

   F        FORD MOTOR COMPANY

   FNM      FEDERAL NATIONAL MORTGAGE ASSOCIATION

   G        GILLETTE COMPANY

   GE       GENERAL ELECTRIC COMPANY
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   GM       GENERAL MOTORS CORPORATION

   GTE      GTE CORPORATION

   HWP      HEWLETT-PACKARD COMPANY

   IBM      INTERNATIONAL BUSINESS MACHINES CORP.

   IP       INTERNATIONAL PAPER COMPANY

   JNJ      JOHNSON AND JOHNSON

   KMB      KIMBERLY CLARK CORP.

   KO       COCA-COLA COMPANY

   LLY      ELI LILLY AND COMPANY

   MCD      MCDONALDS CORPORATION

   MMM      MINNESOTA MINING AND MANUFACTURING

   MO       PHILIP MORRIS COS. INC.

   MOB      MOBIL CORPORATION

   MOT      MOTOROLA INC.

   MRK      MERCK AND COMPANY INC.

   *NB      NATIONSBANK CORP.
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   NYN      NYNEX CORPORATION

   PG       PROCTER AND GAMBLE COMPANY

   PEP      PEPSICO INC.

   PFE      PFIZER INC.

   PNU      PHARMACIA AND UPJOHN INC.

   RD       ROYAL DUTCH PETROLEUM COMPANY

   S        SEARS ROEBUCK AND CO.

   SBC      SOUTHWESTERN BELL CORPORATION

   SGP      SCHERING PLOUGH CORP.

   T        AMERICAN TELEPHONE AND TELEGRAPH

   *TRV     TRAVELERS GROUP INC.

   UN       UNILEVER N.V.

   WMT      WAL-MART STORES INC.

   XON      EXXON CORPORATION

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of March 1, 1996 and
the 20 Major Market Index stocks. The indicated (*) stocks have been added to the list. HD and TX have been
deleted.
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MidCap Index Expiration Friday Stocks - March 15, 1996

   AFL          AFLAC Inc.

   AOC          AON Corp.

   BEN          Franklin Resources Inc.

   EMC          EMC Corp.

   FRO          Frontier Corp.

   HFS          HFS Incorporated

   HRC          HEALTHSOUTH Corporation

   SCH          Charles Schwab Corp.

   SEG          Seagate Technology Inc.

   TMO          Thermo Electron Corp.

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of March 1,
1996. The list remains unchanged from the previous month.

MEMORANDUM

DATE: March 8, 1996

TO: All Floor Members

FROM: Floor Official Education

SUBJECT: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) Orders and Limit-
at-the-Close (LOC) Orders

Openings

1Q. Can “limit at the opening” (“limit OPG”) orders be entered in the stocks that are not among the
stocks included in the pilot?

1A. Yes. “Limit OPG” orders are permitted in all stocks on expiration Friday. Those orders related to a
strategy in expiring contracts must be entered by 9:00 a.m.
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2Q. When can specialists obtain an OARS status request?

2A. At any time after 7:30 a.m., in any stock. (Specialists should review OARS inquiry, freeze and opening
procedures to avoid problems.)

3Q. Must specialists wait until 9:27 a.m. to start the ITS pre-opening application?

3A. No. ITS Pre-Opening notifications may be issued beginning at 9:00 a.m.

4Q. Are “G” orders to sell short at the market handled differently at the opening than at the close on
expiration day?

4A. Yes, “G” short market orders are covered by two different procedures. At the opening they are handled
as they are on any other day. “G” short market orders must yield to all public limit orders at the lowest valid
short tick. At any higher price the “G” shorts need not yield. At the close, “G” market shorts must yield to all
limit orders at the sale price, even if that price is higher than the first valid short tick.

5Q. How should specialists and Floor Officials handle requests to “hold the opening” in the pilot
stocks?

5A. The Exchange has added auxiliary and early procedures with the express purpose of providing a prompt
opening in all stocks, not just the 50 pilot stocks. Brokers should be told to have their opening interest
represented by 9:30 a.m., and assuming adequate pricing information re: substantial disparity from the close,
all stocks should be opened as quickly after 9:30 as possible.

MOC Orders and LOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

2A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

   

Example #1   200,000 buy MOC

                 

50,000 sell MOC

                 

50,000 sell plus MOC
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25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

   

Example #2   100,000 sell MOC

                

050,000 buy MOC

                

025,000 buy minus MOC

                

025,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000−B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

3Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4-1/2 - last sale 20 3/8

3A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the existing 20 1/2 sell limit orders have
priority over the MOC sell plus and sell short orders which in this case are treated like limit orders. On the
other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the MOC sell plus or sell short
orders are treated as marketable orders which go ahead of the 20 1/2 sell limit orders.

In the case of a MOC buy minus order, if the last sale was a “plus” or “zero plus” tick, all limit orders at 20
1/4 would have priority. If the last sale was a “minus” or “zero minus” tick, the MOC buy minus orders are
marketable and go ahead of the 20 1/4 limit orders.

4Q. Are MOC “short” at-the-close orders permitted?

4A. Firms may enter “short” MOC orders.
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5Q. Should brokers in the Crowd give the specialist their MOC orders prior to 3:40 p.m.? How should
they be handled by the specialist?

5A. In all stocks, any brokers in the Crowd handling any MOC orders must either give their orders to the
specialist or communicate their irrevocable interest to the specialist by 3:40 p.m., to allow the specialist to
arrange a closing price.

6Q. Can MOC orders be cancelled after 3:40 p.m.?

6A. Firms may not enter MOC cancellations or reduce MOC orders in size after 3:40 p.m. No broker or
specialist can accept cancellation instructions on any MOC order after 3:40 p.m., except to correct a bona fide
error.

7Q. How are “limit or MOC” orders handled by specialists? How are “working” orders with
instructions to complete MOC handled by brokers?

7A. As with a simple MOC order, specialists and Floor brokers may not accept “limit or MOC” orders
after 3:40 p.m. “Limit or MOC” orders entered with the specialist before 3:40 p.m. will be considered to be
irrevocable MOC orders on the unexecuted portion as of 3:40 p.m., unless cancelled with the specialist prior
to that time.

When a broker represents a “working” order with instructions to complete MOC, by 3:40 p.m., the broker must
either enter a MOC order with the specialist or communicate his or her irrevocable interest to the specialist
with respect to any portion to be executed on a MOC basis. What portion the broker enters/commits would be
based upon the market characteristics of the stock, and his or her reasonable expectation of execution given
market conditions in the stock from 3:40 p.m. to the close.

8Q. Can MOC orders be entered in the pilot stocks if a “No Imbalance” notice is published at 3:40
p.m.?

8A. No MOC orders may be entered if a “No Imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.

9Q. Are limit-at-the-close (LOC) orders permitted?

9A. Yes. LOC orders are permitted in all stocks. LOC orders may be entered only to offset published
imbalances of market-at-the-close (“MOC”) orders and must be entered by 3:55 p.m. LOC orders are
irrevocable once entered, except in the case of legitimate error.

10Q. What is the priority sequence for execution of LOC orders?

10A. Marketable LOC orders are treated as market orders and must be executed. Such orders include better-
priced (i.e., orders with a limit price better than the closing price) LOC orders to buy and sell long (including
“G” orders) and better-priced LOC orders to sell short or sell plus, if the closing price would represent a
“double plus tick”.

LOC orders limited to the closing price and better-priced LOC orders to sell short and sell plus that could not
be executed at a price lower than the actual close are sequenced by time priority among themselves, but
behind all other orders at the closing price, and may be executed, depending on the size of the imbalance to
be offset.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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1  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.
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March 8, 1996

  

Member Firm Regulation

 TO: Members and Member Organizations

ATTENTION: Training and Human Resources Directors/Managing Partners/Chief Executive Officers and
Branch Managers

SUBJECT: Approval of the Canada Module of the General Securities Registered Representative Examination
(Series 37/38)

Member organizations of the New York Stock Exchange and Canadian securities authorities have expressed
concern regarding duplication of certain qualification examination requirements. To address this concern, the
Investment Dealers Association of Canada and the Canadian Securities Institute have developed the New
Entrants Examination, a shortened examination provision for U.S. qualified registered representatives seeking
to conduct business in Canada. The module covers subject matter unique to Canada.

Correspondingly, the Exchange has developed the Canada Module of the General Securities Registered
Representative Examination (Series 37/38) to qualify Canadian RRs who are associated with a U.S.
registered broker-dealer and wish to do business in the U.S. These examinations are a subset of the General
Securities Registered Representative Examination (Series 7) and test knowledge of U.S. securities laws,
markets, investment products, and sales practices. The SEC has approved the examination module (Release
No. 34-36629; International Series Release No. 909).

The Series 37 is a two-and-one-half hour, 90-question examination covering options and subjects that are
unique to the U.S. The topics are weighted in the module to correspond to the relative topic emphasis given
in the Series 7 Examination. The Series 38 is a 75-minute, 45-question examination that covers the same
subject matter as the Series 37, with the exclusion of option questions. The Series 38 will qualify Canadian
registered representatives who also hold the optional Canadian license to sell options. Please note that the
Series 37 or 38 does not qualify individuals to sell municipal securities. Canadian registered representatives
who intend to sell municipal securities must qualify by taking the Series 7 Examination or the Municipal
Securities Representative Examination (Series 52).

The Series 37 and 38 will be administered by appointment on the NASD PROCTOR®System where
available; otherwise, a paper-and-pencil format of the modules will be provided concurrently with regular
paper-and-pencil administrations of the Series 7 Examination. Administration will commence on April 15,
1996. For information on qualification and registration procedures, contact the Qualification and Registration
Section, New York Stock Exchange, 20 Broad Street, 22nd Floor, New York, New York 10005 (Juan
Vazquez, 212-656-4814). For a copy of the content outline, contact Linda Williams (212-656-2578). For
further information on the content of the examination, contact Anthony Colonna (212-656-2741) or JoEllen
Carlson (212-656-2555).

Salvatore Pallante

Senior Vice President
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March 8, 1996

  

Member Firm Regulation

 PLEASE ROUTE TO TRAINING, COMPLIANCE/LEGAL AND REGISTRATION DEPARTMENTS.

TO: Members and Member Organizations

ATTENTION: Training and Human Resources Directors/Managing Partners/Chief Executive Officers and
Branch Managers

SUBJECT: Approval of the Japan Module of the General Securities Registered Representative Examination
(Series 47)

To address concerns regarding duplication of qualification examination requirements for Japanese registered
representatives who are associated with a U.S. registered broker-dealer and intend to do business in the
U.S., the Exchange, with the cooperation of the Japan Securities Dealers Association, has developed the
Japan Module of the General Securities Registered Representative Examination (Series 47). The Securities
and Exchange Commission has approved the Examination Module (Release No. 34-36708; International
Series Release No. 915).

The module is a four-hour, 160-question examination covering subject matter that is unique to the U.S.
The topics are weighted in the module to correspond to the relative topic emphasis given in the Series
7 Examination. Please note that the Series 47 does not qualify individuals to sell municipal securities.
Japanese registered representatives who intend to sell municipal securities must qualify by taking the Series
7 Examination (in lieu of the Series 47 or the Municipal Securities Representative Examination (Series 52).
Furthermore, only Japanese registered representatives who are in good standing with the Japan Securities
Dealers Association and have been qualified as Class-1 Sales Representatives may take the Examination
Module.

The Series 47 will be administered by appointment on the NASD PROCTOR®System where available;
otherwise a paper-and-pencil format will be provided concurrently with regular paper-and-pencil
administrations of the Series 7 Examination. Administration will begin April 15, 1996. For information on
qualification and registration procedures, contact the Qualifications and Registrations Section, New York
Stock Exchange, 20 Broad Street, 22nd floor, New York, New York 10005 (Juan Vazquez, 212-656-4814).
For a copy of the content outline, contact Linda Williams (212-656-2578). For further information on the
content of the examination, contact Anthony Colonna (212-656-2741) or JoEllen Carlson (212-656-2555).

Salvatore Pallante

Senior Vice President
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February 22, 1996

  

Member Firm Regulation

 PLEASE ROUTE TO FINANCIAL AND OPERATIONS OFFICERS/PARTNERS AND COMPLIANCE
DEPARTMENT

TO: MEMBERS, MEMBER ORGANIZATIONS AND HANDBOOK SUBSCRIBERS

SUBJECT: EXTENSION OF PRIME BROKERAGE ARRANGEMENTS “NO ACTION” LETTER

The Securities and Exchange Commission has extended its 1994 “no-action” letter regarding the treatment
of prime brokerage arrangements under certain sections of the Securities Exchange Act of 1934 and rules
thereunder, and Regulation T, to December 31, 1996. A copy of this no-action letter, dated January 25, 1994,
is attached to NYSE Information Memo 94-6.

For further information, please contact your Finance Coordinator.

Raymond J. Hennessy

Vice President
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February 9, 1996

  

Market Surveillance

 PLEASE NOTE NEW REQUIREMENTS: IN ADDITION TO EXISTING REQUIREMENTS, LOC ORDERS
MAY BE ENTERED IN ANY STOCK TO OFFSET PUBLISHED IMBALANCES OF MARKET-AT-THE-CLOSE
ORDERS AND MUST BE ENTERED BY 3:55 P.M. LOC ORDERS ARE IRREVOCABLE ONCE ENTERED.

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Revised Procedures for Handling Market-on-Close Orders on
February 16, 1996 (“Expiration Friday”)

The Securities and Exchange Commission has approved an amendment to the expiration policy. Effective
June 16, 1995, no market-on-close (“MOC”) orders may be entered in any stock after 3:40 p.m. However,
orders unrelated to expiring index arbitrage may be entered to offset published imbalances. The cutoff
time applies to all MOC orders in all stocks , even orders not related to a strategy involving any stock index
futures, stock index options or options on stock index futures. Detailed discussion can be found on Page 4 of
this memo.

The following summarizes key aspects of the expiration policy.

•AUXILIARY OPENING PROCEDURES WILL BE IN EFFECT THIS MONTH AND EVERY MONTH FOR
SELECTED MIDCAP STOCKS AS WELL AS REGULAR PILOT STOCKS.

•NO MOC ORDERS MAY BE ENTERED AFTER 3:40 P.M. IN ANY STOCK. FLOOR BROKERS
REPRESENTING SUCH ORDERS MUST COMMUNICATE THEIR IRREVOCABLE MOC INTEREST TO
THE SPECIALIST BY 3:40 P.M.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:40 P.M. IN ANY STOCK.

•AS SOON AS PRACTICABLE, AFTER 3:40 P.M., PILOT STOCKS MUST PUBLISH ANY MOC
IMBALANCE OF 50,000 SHARES OR MORE, OR PUBLISH A NO IMBALANCE STATUS. OTHER
STOCKS MAY PUBLISH AN MOC IMBALANCE. AFTER 3:40 P.M., MOC ORDERS NOT RELATED TO AN
EXPIRING STRATEGY MAY ONLY BE ENTERED TO OFFSET PUBLISHED IMBALANCES.

•LOC ORDERS MAY BE ENTERED IN ANY STOCK TO OFFSET PUBLISHED IMBALANCES. REFER TO
PAGE 3 FOR DETAILS.

DETAILED DISCUSSION IS PROVIDED ON THE FOLLOWING PAGES.

The February 16, 1996 expiration Friday pilot stock lists are attached. Please note that only opening
procedures apply to the MidCap-related list.

OPENING PROCEDURES

For each monthly expiration, several auxiliary procedures are necessary to integrate stock orders relating to
expiring contracts into NYSE's opening procedures in a manner that assures an efficient market opening in
each stock as close to 9:30 a.m. as possible. The auxiliary opening procedures applicable on February 16,
1996 are:

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

221

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P96-3%2909013e2c855b3200?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


Order Entry

Stock orders relating to index contracts whose settlement pricing is based upon the February 16, 1996
opening prices must be received by SuperDot or by the specialist by 9:00 a.m.

- These orders may be cancelled or reduced in size. 1 

- Stock orders relating to index contracts whose settlement pricing is not based upon the February 16, 1996
opening prices may be entered after 9:00 a.m.

To facilitate early order entry, SuperDot (1) will begin accepting orders at 7:30 a.m. and (2) will accept market
orders of 30,099 shares or less.

“Limit-at-the-opening” (“limit OPG”) orders are permitted, including delivery through Exchange systems.

- Ordinary limit orders may also be entered.

Order Identification

Stock orders relating to opening-price settling contracts must be identified “OPG.”

- Firms entering these orders through SuperDot, but unable to identify orders as “OPG”, may use a unique
branch code or firm identifier (mnemonic) to identify these orders. The NYSE Market Surveillance Division (11
Wall Street, 10th Floor) must be advised of the branch code or identifier by February 20, 1996.

- Firms unable to identify these orders in either way, and firms not using SuperDot, must submit a list of all
these orders and related details to the NYSE Market Surveillance Division by February 20, 1996.

Dissemination of Order Imbalances

For any of the pilot stocks and for ten selected S&P MidCap 400 Index stocks (lists attached) having a market
order imbalance of 50,000 shares or more at 9:00 a.m., the NYSE will disseminate the size of the order
imbalance via the low-speed ticker and the news services as promptly as practicable after 9:00 a.m.

Dissemination of Indications

Except for the auxiliary procedures described above, all stocks, including the pilot stocks and selected
MidCap stocks, are subject to the regular NYSE opening procedures, including price indications where a
substantial price change is anticipated. Dissemination of an indication is mandatory for an opening which
will result in a price change constituting the lesser of 10% or three points from the prior NYSE close, or five
points if the previous close is $100 or higher, unless the price change is less than one point. Fifteen minutes
must elapse between a first indication and a stock's opening. However, when more than one indication is
necessary, a stock may open (1) five minutes after the last indication when it overlaps the prior indication
(e.g., 51 - 53 overlaps 50 - 52, but does not overlap 53 - 55) and (2) ten minutes after the last indication when
it does not overlap the prior indication, provided that 15 minutes must have elapsed from the dissemination of
the first indication.

PROCEDURES RELATING TO THE CLOSE

Limit-At-The-Close (“LOC”) Orders

Effective July 28, 1995, LOC orders may be entered in any stock providing that they offset published
imbalances.

Current procedures require MOC imbalances of 50,000 shares or more in the pilot stocks to be published on
the tape as soon as practicable after 3:40 p.m. on expiration days, including expiration Fridays. At that time,
other stocks may also publish MOC imbalances. LOC orders may be entered only if imbalances have been
published and must be entered by 3:55 p.m. On expiration days, LOC orders are irrevocable once entered,
except in the case of legitimate error.
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No LOC orders related to a strategy including any stock index futures, stock index options or options on stock
index futures in expiring contracts may be entered in any stock.

An LOC order is one that is entered for execution at the closing price provided that the closing price is at or
within the limit specified. LOC orders may be entered only to offset published imbalances of market-on-close
(“MOC”) orders. They are prioritized on the specialist's book by time of entry and go behind all other orders
on the specialist's book at that price. LOC orders with prices that are better than the closing prices in the
subject security are guaranteed an execution, unless there is a trading halt in the security. LOC orders at the
closing price are executed in order of time priority with respect to other LOC orders, but are not guaranteed
an execution.

Market-On-Close Orders

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. THIS APPLIES
TO MOC ORDERS IN ALL STOCKS, REGARDLESS OF WHETHER SUCH ORDERS RELATE TO A
STRATEGY INVOLVING any stock index futures, stock index options, or options on stock index futures.
These procedures have been filed as a rule with the SEC.

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

MOC Order Entry

The cut-off time is 3:40 p.m. for the entry of all MOC orders, regardless of whether they relate to a strategy
including any expiring stock index futures, stock index options or options on stock index futures. This
requirement applies to all stocks not just pilot stocks. Floor brokers representing any MOC orders must
communicate their irrevocable MOC interest to the specialist by 3:40 p.m. These closing procedures will be
implemented with the February 16, 1996 expiration.

To facilitate the determination of order imbalances before the close, no MOC order may be entered in any
stock after 3:40 p.m. except to offset a published imbalance. This will contribute to a more accurate picture,
earlier, of the interest in any stock at the close.

For the limited exception that relates to entry of MOC orders to offset published imbalances, refer to the
material below.

Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:40 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will continue to be permitted after 3:40 p.m.

Special Procedures on Limitation of Entry of Orders and Publication of Imbalances

You must, as stated above and required for all stocks, enter all MOC orders, by 3:40 p.m. eastern time. It
should be noted that pursuant to the newly amended Rule 13, limit-at-the-close orders may be entered in any
stock for execution on the close, in addition to market-on-close orders.
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As soon as possible after 3:40 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:40 p.m. in the pilot stocks, and other stocks may also publish MOC
imbalances. No MOC or LOC orders will be permitted in any stock that does not publish an imbalance. While
MOC orders previously entered may be cancelled or reduced in size until 3:40 p.m., once a publication of an
imbalance in a stock has been made, any MOC or LOC orders subsequently entered in such stock will be
accepted only to trade on the opposite side of the market in relation to such published imbalance.

The liquidation of positions relating to a strategy involving any stock index futures, stock index options, or
options on stock index futures using MOC orders entered after 3:40 p.m. is not permitted, even if such orders
might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC or LOC orders, the imbalance of MOC orders
published as of 3:40 p.m. may not reflect the imbalance that exists at the close.

Printing at the Close

Where there is an imbalance in MOC orders, the imbalance shall, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The specialist shall then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction should be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they shall be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

“G” Orders

Proprietary orders represented pursuant to Section 11(a) (1) (G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a) (1) (G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

Rule 80A

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on the last trade date prior to each month's expiration.

If an MOC index arbitrage order to establish or increase a position is entered, and Rule 80A subsequently
goes into effect, the MOC order must be cancelled, regardless of the time Rule 80A goes into effect. If Rule
80A goes into effect prior to 3:40 p.m., the MOC order may be reentered with the appropriate tick restriction.
If Rule 80A goes into effect after 3:40 p.m., and there is a published imbalance in the subject stock, the MOC
order may be reentered, with the appropriate tick restriction, to offset the imbalance.

Due Diligence Requirements

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

224

http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D11%28a%29%281%29%28G%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE90/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D11%28a%29%281%29%28G%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a) (2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. David Fisch at (212) 656-6769 or Ms.
Carol Krusik at (212) 656-4597.

Robert J. McSweeney

Senior Vice President

                       

Attachments

     

Expiration Friday Pilot Stocks - February 16, 1996

   ABT    ABBOTT LABORATORIES

   AXP    AMERICAN EXPRESS COMPANY

   AHP    AMERICAN HOME PRODUCTS CORPORATION

   AIG    AMERICAN INTERNATIONAL GROUP INC.

   T      AMERICAN TELEPHONE AND TELEGRAPH

   AIT    AMERITECH CORP.

   AN     AMOCO CORPORATION
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   BAC    BANKAMERICA CORPORATION

   BEL    BELL ATLANTIC CORPORATION

   BLS    BELLSOUTH CORPORATION

   BA     BOEING COMPANY

   BMY    BRISTOL MYERS SQUIBB COMPANY

   CHV    CHEVRON CORPORATION

   C      CHRYSLER CORPORATION HOLDING CO.

   CCI    CITICORP

   KO     COCA-COLA COMPANY

   COL    COLUMBIA HEALTHCARE CORP.

   DOW    DOW CHEMICAL COMPANY

   DD     DU PONT COMPANY

   EK     EASTMAN KODAK COMPANY

   LLY    ELI LILLY AND COMPANY

   XON    EXXON CORPORATION

   FNM    FEDERAL NATIONAL MORTGAGE ASSOCIATION
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   F      FORD MOTOR COMPANY

   GE     GENERAL ELECTRIC COMPANY

   GM     GENERAL MOTORS CORPORATION

   G      GILLETTE COMPANY

   GTE    GTE CORPORATION

   HWP    HEWLETT-PACKARD COMPANY

   HD     HOME DEPOT INC.

   IBM    INTERNATIONAL BUSINESS MACHINES COP.

   IP     INTERNATIONAL PAPER COMPANY

   JNJ    JOHNSON AND JOHNSON

   KMB    KIMBERLY CLARK CORP.

   MCD    MCDONALDS CORPORATION

   MRK    MERCK AND COMPANY INC.

   MMM    MINNESOTA MINING AND MANUFACTURING

   MOB    MOBIL CORPORATION

   MOT    MOTOROLA INC.
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   NYN    NYNEX CORPORATION

   PEP    PEPSICO INC.

   PFE    PFIZER INC.

   *PNU   PHARMACIA AND UPJOHN INC.

   MO     PHILIP MORRIS COS. INC.

   PG     PROCTER AND GAMBLE COMPANY

   RD     ROYAL DUTCH PETROLEUM COMPANY

   SGP    SCHERING PLOUGH CORP.

   S      SEARS ROEBUCK AND CO.

   SBC    SOUTHWESTERN BELL CORPORATION

   TX     TEXACO INC.

   UN     UNILEVER N.V.

   WMT    WAL-MART STORES INC.

   DIS    WALT DISNEY COMPANY

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of February 2, 1996
and the 20 Major Market Index stocks. The indicated (*) stock has been added to the list. TRV has been
deleted.
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MidCap Index Expiration Friday Stocks - February 16, 1996

        AFL       AFLAC Inc.

        AOC       AON Corp.

        SCH       Charles Schwab Corp.

        EMC       EMC Corp.

        BEN       Franklin Resources Inc.

        FRO       Frontier Corp.

        HFS       HFS Incorporated

        *HRC      HEALTHSOUTH Corporation

        *SEG      Seagate Technology Inc.

        TMO       Thermo Electron Corp.

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of February 2,
1996. The indicated (*) stocks have been added to the list. GNT and STT have been deleted.

MEMORANDUM

DATE: February 9, 1996

TO: All Floor Members

FROM: Floor Official Education

SUBJECT: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) Orders and Limit-
at-the-Close (LOC) Orders

Openings

1Q. Can “limit at the opening” (“limit OPG”) orders be entered in the stocks that are not among the
stocks included in the pilot?

1A. Yes. “Limit OPG” orders are permitted in all stocks on expiration Friday. Those orders related to a
strategy in expiring contracts must be entered by 9:00 a.m.
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2Q. When can specialists obtain an OARS status request?

2A. At any time after 7:30 a.m., in any stock. (Specialists should review OARS inquiry, freeze and opening
procedures to avoid problems.)

3Q. Must specialists wait until 9:27 a.m. to start the ITS pre-opening application?

3A. No. ITS Pre-Opening notifications may be issued beginning at 9:00 a.m.

4Q. Are “G” orders to sell short at the market handled differently at the opening than at the close on
expiration day?

4A. Yes, “G” short market orders are covered by two different procedures. At the opening they are handled
as they are on any other day. “G” short market orders must yield to all public limit orders at the lowest valid
short tick. At any higher price the “G” shorts need not yield. At the close, “G” market shorts must yield to all
limit orders at the sale price, even if that price is higher than the first valid short tick.

5Q. How should specialists and Floor Officials handle requests to “hold the opening” in the pilot
stocks?

5A. The Exchange has added auxiliary and early procedures with the express purpose of providing a prompt
opening in all stocks, not just the 50 pilot stocks. Brokers should be told to have their opening interest
represented by 9:30 a.m., and assuming adequate pricing information re: substantial disparity from the close,
all stocks should be opened as quickly after 9:30 as possible.

MOC Orders and LOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

2A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

   

Example #1   200,000 buy MOC

                 

50,000 sell MOC

                 

50,000 sell plus MOC
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25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

   

Example #2   100,000 sell MOC

                

050,000 buy MOC

                

025,000 buy minus MOC

                

025,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000−B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

3Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4-1/2 - last sale 20 3/8

3A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the existing 20 1/2 sell limit orders have
priority over the MOC sell plus and sell short orders which in this case are treated like limit orders. On the
other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the MOC sell plus or sell short
orders are treated as marketable orders which go ahead of the 20 1/2 sell limit orders.

In the case of a MOC buy minus order, if the last sale was a “plus” or “zero plus” tick, all limit orders at 20
1/4 would have priority. If the last sale was a “minus” or “zero minus” tick, the MOC buy minus orders are
marketable and go ahead of the 20 1/4 limit orders.

4Q. Are MOC “short” at-the-close orders permitted?

4A. Firms may enter “short” MOC orders.
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5Q. Should brokers in the Crowd give the specialist their MOC orders prior to 3:40 p.m.? How should
they be handled by the specialist?

5A. In all stocks, any brokers in the Crowd handling any MOC orders must either give their orders to the
specialist or communicate their irrevocable interest to the specialist by 3:40 p.m., to allow the specialist to
arrange a closing price.

6Q. Can MOC orders be cancelled after 3:40 p.m.?

6A. Firms may not enter MOC cancellations or reduce MOC orders in size after 3:40 p.m. No broker or
specialist can accept cancellation instructions on any MOC order after 3:40 p.m., except to correct a bona fide
error.

7Q. How are “limit or MOC” orders handled by specialists? How are “working” orders with
instructions to complete MOC handled by brokers?

7A. As with a simple MOC order, specialists and Floor brokers may not accept “limit or MOC” orders
after 3:40 p.m. “Limit or MOC” orders entered with the specialist before 3:40 p.m. will be considered to be
irrevocable MOC orders on the unexecuted portion as of 3:40 p.m., unless cancelled with the specialist prior
to that time.

When a broker represents a “working” order with instructions to complete MOC, by 3:40 p.m., the broker must
either enter a MOC order with the specialist or communicate his or her irrevocable interest to the specialist
with respect to any portion to be executed on a MOC basis. What portion the broker enters/commits would be
based upon the market characteristics of the stock, and his or her reasonable expectation of execution given
market conditions in the stock from 3:40 p.m. to the close.

8Q. Can MOC orders be entered in the pilot stocks if a “No Imbalance” notice is published at 3:40
p.m.?

8A. No MOC orders may be entered if a “No Imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.

9Q. Are limit-at-the-close (LOC) orders permitted?

9A. Yes. LOC orders are permitted in all stocks. LOC orders may be entered only to offset published
imbalances of market-at-the-close (“MOC”) orders and must be entered by 3:55 p.m. LOC orders are
irrevocable once entered, except in the case of legitimate error.

10Q. What is the priority sequence for execution of LOC orders?

10A. Marketable LOC orders are treated as market orders and must be executed. Such orders include better-
priced (i.e., orders with a limit price better than the closing price) LOC orders to buy and sell long (including
“G” orders) and better-priced LOC orders to sell short or sell plus, if the closing price would represent a
“double plus tick”.

LOC orders limited to the closing price and better-priced LOC orders to sell short and sell plus that could not
be executed at a price lower than the actual close are sequenced by time priority among themselves, but
behind all other orders at the closing price, and may be executed, depending on the size of the imbalance to
be offset.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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1  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.
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January 12, 1996

  

Member Firm Regulation

 ATTENTION: Chief Executive Officer, Managing Partner, and Chief Legal or Compliance Officer

TO: Members and Member Organizations

SUBJECT: On-Line Computer Services and Electronic Communications Survey

The Exchange is aware that some members and member organizations are offering their customers
certain products or services through an electronic medium. The Exchange has also received inquiries
from several member organizations regarding establishing e-mail capabilities to communicate with their
customers. In order for the Exchange to determine whether new guidelines are needed for the use of
electronic communications, we need to develop a better understanding of the types of products or services
our members or member organizations presently offer or contemplate offering through electronic media.
Additionally, we need to understand what controls are currently in place or planned for monitoring this media.

To assist the Exchange, your organization is asked to complete the attached survey. Please complete the
attached survey and return it by February 15, 1996 to your organization's Finance Coordinator at the New
York Stock Exchange, 20 Broad Street, 22nd Floor, New York, NY 10005. Please address any questions
regarding this survey to your Finance Coordinator.

If your organization does not use or make available on-line computer or other electronic services in dealing
with customers or the public, please answer questions 1 and 4 and return the survey as requested.

Salvatore Pallante

Senior Vice President

           

ON-LINE COMPUTER SERVICES SURVEY

         

MEMBER FIRM NAME: ______________________________________________

         

NAME OF PERSON(S)
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RESPONDING TO THIS SURVEY: ______________________________________________

                           ______________________________________________

                           ______________________________________________

                 

TITLE(S): ______________________________________________

                           ______________________________________________

                           ______________________________________________

                  

ADDRESS: ______________________________________________

                           ______________________________________________

                           ______________________________________________

             

PHONE NUMBER: ______________________________________________

1)   Is your organization currently using an on-line computer service

     (e.g., an Internet provider, America-On-Line, Prodigy,

     CompuServe, etc.) in communicating with public customers?

     YES []   NO []
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     In conducting business with public customers?

     YES []   NO []

     a) If yes, please specify the name(s) of the service(s) and your

     web address(es):

     ____________________________________________________________________

     ____________________________________________________________________

     ____________________________________________________________________

     ____________________________________________________________________

     b) Is your organization considering instituting such service within

     the next twelve months?

     YES []   NO []

     Explain what services are planned.

     ____________________________________________________________________

     ____________________________________________________________________

     ____________________________________________________________________

     ____________________________________________________________________
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2)   How do customers qualify for the service? (e.g., credit worthiness,

     minimum account balance, etc.)?

3)   Which of the following services are offered?

     A: Transaction related services to customers:

                                      

YES          NO

     •  New account opening           []            []

     •  Order entry                   []            []

     •  Confirmations                 []            []

     •  Statements                    []            []

     •  Other                         []            []

     Please

     explain:   _________________________________________________________

     ____________________________________________________________________

     ____________________________________________________________________

     B: Information related services to customers:
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YES          NO

     •  Research                      []            []

     •  View or request information   []            []

     •  Other                         []            []

     Please

     explain:   _________________________________________________________

     ____________________________________________________________________

     ____________________________________________________________________

     C: Do you have plans to offer any other services within the next

        twelve months?

     YES []   NO []

     Please

     explain:   _________________________________________________________

     ____________________________________________________________________

     ____________________________________________________________________
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4)   A) Does your organization permit electronic communication

        between registered representatives and customers through

        E-Mail?

        YES []   NO []

     •  Through home                  YES []        NO []

        computers

     •  Through office computers      YES []        NO []

        Explain the nature of permitted activity and how controlled by

        location (e.g., office, home).

        _________________________________________________________________

        _________________________________________________________________

        _________________________________________________________________

     B) Are registered representatives allowed to post their own

        advertisements?

        YES []   NO []

        If yes, how do you control this activity?
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5)   With respect to your on-line computer services, does your

     organization comply with the books and records maintenance and

     retention requirements of 

SEA Regulations 17a-3 and 

17a-4 by:

                                               

YES         NO

     A) Maintaining hard copy                  []           []

     B) Maintaining electronic file only       []           []

     C) Availability to print or request hard  []           []

        copy

     D) Other                                  []           []

     Please

     explain:   _________________________________________________________

     ____________________________________________________________________

     ____________________________________________________________________
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6)   Are there written procedure for the operation and review of the

     system(s)?

     YES []   NO []

     A) Are there safeguards to prevent unauthorized access?

     YES []   NO []

     Please

     describe:   ________________________________________________________

     ____________________________________________________________________

     ____________________________________________________________________

     ____________________________________________________________________

     ____________________________________________________________________

     B) Does your organization have supervisory reviews and/or

        parameters built into the service electronically?

     YES []   NO []

     Please

     describe:   ________________________________________________________
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     ____________________________________________________________________

     ____________________________________________________________________

     ____________________________________________________________________

     C) What other specific controls are in place to monitor customer

        services and activity?

7)   How are on-line computer service transactions confirmed?

                                      

YES          NO

      •  By mail                      []            []

      •  Electronically               []            []

      •  Other                        []            []

     Please

     explain:   _________________________________________________________

     ____________________________________________________________________

     ____________________________________________________________________

     ____________________________________________________________________
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     ____________________________________________________________________

8)   What are the benefits and estimated cost savings (projected), if

     any, in using the on-line computer service?

     A) In addition to the service(s) mentioned above, does the

        organization have plans to expand its use of on-line services

        within the next twelve months?

     YES []   NO []

     Please

     specify:   _________________________________________________________

     ____________________________________________________________________

     ____________________________________________________________________

     ____________________________________________________________________

     ____________________________________________________________________

9)   A) Are there special fees charged to customers for use of the

        on-line services?

     YES []   NO []
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     Please

     specify:   _________________________________________________________

     ____________________________________________________________________

     ____________________________________________________________________

     ____________________________________________________________________

     ____________________________________________________________________

     ____________________________________________________________________

     B Are there any discounts given to customers who use the on-line

       services?

     YES []   NO []

     Please

     explain:   _________________________________________________________

     ____________________________________________________________________

     ____________________________________________________________________

     ____________________________________________________________________

     ____________________________________________________________________

     ____________________________________________________________________
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     ____________________________________________________________________

10)  Please provide copies of any written internal procedures and

     written materials distributed to customers relating to the on-line

     service.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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January 12, 1996

  

Market Surveillance

 PLEASE NOTE NEW REQUIREMENTS: IN ADDITION TO EXISTING REQUIREMENTS, LOC ORDERS
MAY BE ENTERED IN ANY STOCK TO OFFSET PUBLISHED IMBALANCES OF MARKET-AT-THE-CLOSE
ORDERS AND MUST BE ENTERED BY 3:55 P.M. LOC ORDERS ARE IRREVOCABLE ONCE ENTERED.

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Revised Procedures for Handling Market-on-Close Orders on
January 19, 1996 (“Expiration Friday”)

The Securities and Exchange Commission has approved an amendment to the expiration policy. Effective
June 16, 1995, no market-on-close (“MOC”) orders may be entered in any stock after 3:40 p.m. However,
orders unrelated to expiring index arbitrage may be entered to offset published imbalances. The cutoff
time applies to all MOC orders in all stocks , even orders not related to a strategy involving any stock index
futures, stock index options or options on stock index futures. Detailed discussion can be found on Page 4 of
this memo.

The following summarizes key aspects of the expiration policy.

•AUXILIARY OPENING PROCEDURES WILL BE IN EFFECT THIS MONTH AND EVERY MONTH FOR
SELECTED MIDCAP STOCKS AS WELL AS REGULAR PILOT STOCKS.

•NO MOC ORDERS MAY BE ENTERED AFTER 3:40 P.M. IN ANY STOCK. FLOOR BROKERS
REPRESENTING SUCH ORDERS MUST COMMUNICATE THEIR IRREVOCABLE MOC INTEREST TO
THE SPECIALIST BY 3:40 P.M.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:40 P.M. IN ANY STOCK.

•AS SOON AS PRACTICABLE, AFTER 3:40 P.M., PILOT STOCKS MUST PUBLISH ANY MOC
IMBALANCE OF 50,000 SHARES OR MORE, OR PUBLISH A NO IMBALANCE STATUS. OTHER
STOCKS MAY PUBLISH AN MOC IMBALANCE. AFTER 3:40 P.M., MOC ORDERS NOT RELATED TO AN
EXPIRING STRATEGY MAY ONLY BE ENTERED TO OFFSET PUBLISHED IMBALANCES.

•LOC ORDERS MAY BE ENTERED IN ANY STOCK TO OFFSET PUBLISHED IMBALANCES. REFER TO
PAGE 3 FOR DETAILS.

DETAILED DISCUSSION IS PROVIDED ON THE FOLLOWING PAGES.

The January 19, 1996 expiration Friday pilot stock lists are attached. Please note that only opening
procedures apply to the MidCap-related list.

OPENING PROCEDURES

For each monthly expiration, several auxiliary procedures are necessary to integrate stock orders relating to
expiring contracts into NYSE's opening procedures in a manner that assures an efficient market opening in
each stock as close to 9:30 a.m. as possible. The auxiliary opening procedures applicable on January 19,
1996 are:
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Order Entry

Stock orders relating to index contracts whose settlement pricing is based upon the January 19, 1996
opening prices must be received by SuperDot or by the specialist by 9:00 a.m.

- These orders may be cancelled or reduced in size. 1 

- Stock orders relating to index contracts whose settlement pricing is not based upon the January 19, 1996
opening prices may be entered after 9:00 a.m.

To facilitate early order entry, SuperDot (1) will begin accepting orders at 7:30 a.m. and (2) will accept market
orders of 30,099 shares or less.

“Limit-at-the-opening” (“limit OPG”) orders are permitted, including delivery through Exchange systems.

- Ordinary limit orders may also be entered.

Order Identification

Stock orders relating to opening-price settling contracts must be identified “OPG.”

- Firms entering these orders through SuperDot, but unable to identify orders as “OPG”, may use a unique
branch code or firm identifier (mnemonic) to identify these orders. The NYSE Market Surveillance Division (11
Wall Street, 10th Floor) must be advised of the branch code or identifier by January 22, 1996.

- Firms unable to identify these orders in either way, and firms not using SuperDot, must submit a list of all
these orders and related details to the NYSE Market Surveillance Division by January 22, 1996.

Dissemination of Order Imbalances

For any of the pilot stocks and for ten selected S&P MidCap 400 Index stocks (lists attached) having a market
order imbalance of 50,000 shares or more at 9:00 a.m., the NYSE will disseminate the size of the order
imbalance via the low-speed ticker and the news services as promptly as practicable after 9:00 a.m.

Dissemination of Indications

Except for the auxiliary procedures described above, all stocks, including the pilot stocks and selected
MidCap stocks, are subject to the regular NYSE opening procedures, including price indications where a
substantial price change is anticipated. Dissemination of an indication is mandatory for an opening which
will result in a price change constituting the lesser of 10% or three points from the prior NYSE close, or five
points if the previous close is $100 or higher, unless the price change is less than one point. Fifteen minutes
must elapse between a first indication and a stock's opening. However, when more than one indication is
necessary, a stock may open (1) five minutes after the last indication when it overlaps the prior indication
(e.g., 51 - 53 overlaps 50 - 52, but does not overlap 53 - 55) and (2) ten minutes after the last indication when
it does not overlap the prior indication, provided that 15 minutes must have elapsed from the dissemination of
the first indication.

PROCEDURES RELATING TO THE CLOSE

Limit-At-The-Close (“LOC”) Orders

Effective July 28, 1995, LOC orders may be entered in any stock providing that they offset published
imbalances.

Current procedures require MOC imbalances of 50,000 shares or more in the pilot stocks to be published on
the tape as soon as practicable after 3:40 p.m. on expiration days, including expiration Fridays. At that time,
other stocks may also publish MOC imbalances. LOC orders may be entered only if imbalances have been
published and must be entered by 3:55 p.m. On expiration days, LOC orders are irrevocable once entered,
except in the case of legitimate error.
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No LOC orders related to a strategy including any stock index futures, stock index options or options on stock
index futures in expiring contracts may be entered in any stock.

An LOC order is one that is entered for execution at the closing price provided that the closing price is at or
within the limit specified. LOC orders may be entered only to offset published imbalances of market-on-close
(“MOC”) orders. They are prioritized on the specialist's book by time of entry and go behind all other orders
on the specialist's book at that price. LOC orders with prices that are better than the closing prices in the
subject security are guaranteed an execution, unless there is a trading halt in the security. LOC orders at the
closing price are executed in order of time priority with respect to other LOC orders, but are not guaranteed
an execution.

Market-On-Close Orders

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. THIS APPLIES
TO MOC ORDERS IN ALL STOCKS, REGARDLESS OF WHETHER SUCH ORDERS RELATE TO A
STRATEGY INVOLVING any stock index futures, stock index options, or options on stock index futures.
These procedures have been filed as a rule with the SEC.

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

MOC Order Entry

The cut-off time is 3:40 p.m. for the entry of all MOC orders, regardless of whether they relate to a strategy
including any expiring stock index futures, stock index options or options on stock index futures. This
requirement applies to all stocks not just pilot stocks. Floor brokers representing any MOC orders must
communicate their irrevocable MOC interest to the specialist by 3:40 p.m. These closing procedures will be
implemented with the January 19, 1996 expiration.

To facilitate the determination of order imbalances before the close, no MOC order may be entered in any
stock after 3:40 p.m. except to offset a published imbalance. This will contribute to a more accurate picture,
earlier, of the interest in any stock at the close.

For the limited exception that relates to entry of MOC orders to offset published imbalances, refer to the
material below.

Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:40 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will continue to be permitted after 3:40 p.m.

Special Procedures on Limitation of Entry of Orders and Publication of Imbalances

You must, as stated above and required for all stocks, enter all MOC orders, by 3:40 p.m. eastern time. It
should be noted that pursuant to the newly amended Rule 13, limit-at-the-close orders may be entered in any
stock for execution on the close, in addition to market-on-close orders.
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As soon as possible after 3:40 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:40 p.m. in the pilot stocks, and other stocks may also publish MOC
imbalances . No MOC or LOC orders will be permitted in any stock that does not publish an imbalance. While
MOC orders previously entered may be cancelled or reduced in size until 3:40 p.m., once a publication of an
imbalance in a stock has been made, any MOC or LOC orders subsequently entered in such stock will be
accepted only to trade on the opposite side of the market in relation to such published imbalance.

The liquidation of positions relating to a strategy involving any stock index futures, stock index options, or
options on stock index futures using MOC orders entered after 3:40 p.m. is not permitted, even if such orders
might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC or LOC orders, the imbalance of MOC orders
published as of 3:40 p.m. may not reflect the imbalance that exists at the close.

Printing at the Close

Where there is an imbalance in MOC orders, the imbalance shall, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The specialist shall then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction should be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they shall be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

“G” Orders

Proprietary orders represented pursuant to Section 11(a) (1) (G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a) (1) (G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

Rule 80A

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on the last trade date prior to each month's expiration.

If an MOC index arbitrage order to establish or increase a position is entered, and Rule 80A subsequently
goes into effect, the MOC order must be cancelled, regardless of the time Rule 80A goes into effect. If Rule
80A goes into effect prior to 3:40 p.m., the MOC order may be reentered with the appropriate tick restriction.
If Rule 80A goes into effect after 3:40 p.m., and there is a published imbalance in the subject stock, the MOC
order may be reentered, with the appropriate tick restriction, to offset the imbalance.

Due Diligence Requirements
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Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a) (2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. David Fisch at (212) 656-6769 or Ms.
Carol Krusik at (212) 656-4597.

Robert J. McSweeney

Senior Vice President

                       

Attachments

      

Expiration Friday Pilot Stocks - January 19, 1996

   ABT    ABBOTT LABORATORIES

   AXP    AMERICAN EXPRESS COMPANY

   AHP    AMERICAN HOME PRODUCTS CORPORATION

   AIG    AMERICAN INTERNATIONAL GROUP INC.

   T      AMERICAN TELEPHONE AND TELEGRAPH

   AIT    AMERITECH CORP.

   AN     AMOCO CORPORATION
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   BAC    BANKAMERICA CORPORATION

   BEL    BELL ATLANTIC CORPORATION

   BLS    BELLSOUTH CORPORATION

   BA     BOEING COMPANY

   BMY    BRISTOL MYERS SQUIBB COMPANY

   CHV    CHEVRON CORPORATION

   C      CHRYSLER CORPORATION HOLDING CO.

   CCI    CITICORP

   KO     COCA-COLA COMPANY

   COL    COLUMBIA HEALTHCARE CORP.

   DOW    DOW CHEMICAL COMPANY

   DD     DU PONT COMPANY

   EK     EASTMAN KODAK COMPANY

   LLY    ELI LILLY AND COMPANY

   XON    EXXON CORPORATION

   FNM    FEDERAL NATIONAL MORTGAGE ASSOCIATION
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   F      FORD MOTOR COMPANY

   GE     GENERAL ELECTRIC COMPANY

   GM     GENERAL MOTORS CORPORATION

   G      GILLETTE COMPANY

   GTE    GTE CORPORATION

   HWP    HEWLETT-PACKARD COMPANY

   HD     HOME DEPOT INC.

   IBM    INTERNATIONAL BUSINESS MACHINES CORP.

   IP     INTERNATIONAL PAPER COMPANY

   JNJ    JOHNSON AND JOHNSON

   *KMB   KIMBERLY CLARK CORP.

   MCD    MCDONALDS CORPORATION

   MRK    MERCK AND COMPANY INC.

   MMM    MINNESOTA MINING AND MANUFACTURING

   MOB    MOBIL CORPORATION

   MOT    MOTOROLA INC.
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   NYN    NYNEX CORPORATION

   PEP    PEPSICO INC.

   PFE    PFIZER INC.

   MO     PHILIP MORRIS COS. INC.

   PG     PROCTER AND GAMBLE COMPANY

   RD     ROYAL DUTCH PETROLEUM COMPANY

   SGP    SCHERING PLOUGH CORP.

   S      SEARS ROEBUCK AND CO.

   SBC    SOUTHWESTERN BELL CORPORATION

   TX     TEXACO INC.

   *TRV   TRAVELERS GROUP INC.

   UN     UNILEVER N.V.

   WMT    WAL-MART STORES INC.

   DIS    WALT DISNEY COMPANY

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of January 5, 1996
and the 20 Major Market Index stocks. The indicated (*) stocks have been added to the list. NB has been
deleted.
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MidCap Index Expiration Friday Stocks - January 19, 1996

          AFL    AFLAC Inc.

          AOC    AON Corp.

          SCH    Charles Schwab Corp.

          EMC    EMC Corp.

          BEN    Franklin Resources Inc.

          FRO    Frontier Corp.

          GNT    Green Tree Financial Corp.

          *HFS   HFS Incorporated

          *STT   State Street Boston Corp.

          TMO    Thermo Electron Corp.

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of January 5,
1996. The indicated (*) stocks have been added to the list. CCE and LSI have been deleted.

MEMORANDUM

DATE: January 12, 1996

TO: All Floor Members

FROM: Floor Official Education

SUBJECT: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) Orders and Limit-
at-the-Close (LOC) Orders

Openings

1Q. Can “limit at the opening” (“limit OPG”) orders be entered in the stocks that are not among the
stocks included in the pilot?

1A. Yes. “Limit OPG” orders are permitted in all stocks on expiration Friday. Those orders related to a
strategy in expiring contracts must be entered by 9:00 a.m.
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2Q. When can specialists obtain an OARS status request?

2A. At any time after 7:30 a.m., in any stock. (Specialists should review OARS inquiry, freeze and opening
procedures to avoid problems.)

3Q. Must specialists wait until 9:27 a.m. to start the ITS pre-opening application?

3A. No. ITS Pre-Opening notifications may be issued beginning at 9:00 a.m.

4Q. Are “G” orders to sell short at the market handled differently at the opening than at the close on
expiration day?

4A. Yes, “G” short market orders are covered by two different procedures. At the opening they are handled
as they are on any other day. “G” short market orders must yield to all public limit orders at the lowest valid
short tick. At any higher price the “G” shorts need not yield. At the close, “G” market shorts must yield to all
limit orders at the sale price, even if that price is higher than the first valid short tick.

5Q. How should specialists and Floor Officials handle requests to “hold the opening” in the pilot
stocks?

5A. The Exchange has added auxiliary and early procedures with the express purpose of providing a prompt
opening in all stocks, not just the 50 pilot stocks. Brokers should be told to have their opening interest
represented by 9:30 a.m., and assuming adequate pricing information re: substantial disparity from the close,
all stocks should be opened as quickly after 9:30 as possible.

MOC Orders and LOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

2A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

   Example #1   200,000 buy MOC

                 50,000 sell MOC

                 50,000 sell plus MOC

                 25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

   Example #2   100,000 sell MOC
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                050,000 buy MOC

                025,000 buy minus MOC

                025,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000−B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

3Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4 -1/2 - last sale 20 3/8

3A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the existing 20 1/2 sell limit orders have
priority over the MOC sell plus and sell short orders which in this case are treated like limit orders. On the
other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the MOC sell plus or sell short
orders are treated as marketable orders which go ahead of the 20 1/2 sell limit orders.

In the case of a MOC buy minus order, if the last sale was a “plus” or “zero plus” tick, all limit orders at 20
1/4 would have priority. If the last sale was a “minus” or “zero minus” tick, the MOC buy minus orders are
marketable and go ahead of the 20 1/4 limit orders.

4Q. Are MOC “short” at-the-close orders permitted?

4A. Firms may enter “short” MOC orders.

5Q. Should brokers in the Crowd give the specialist their MOC orders prior to 3:40 p.m.? How should
they be handled by the specialist?

5A. In all stocks, any brokers in the Crowd handling any MOC orders must either give their orders to the
specialist or communicate their irrevocable interest to the specialist by 3:40 p.m., to allow the specialist to
arrange a closing price.

6Q. Can MOC orders be cancelled after 3:40 p.m.?

6A. Firms may not enter MOC cancellations or reduce MOC orders in size after 3:40 p.m. No broker or
specialist can accept cancellation instructions on any MOC order after 3:40 p.m., except to correct a bona fide
error.

7Q. How are “limit or MOC” orders handled by specialists? How are “working” orders with
instructions to complete MOC handled by brokers?

7A. As with a simple MOC order, specialists and Floor brokers may not accept “limit or MOC” orders
after 3:40 p.m. “Limit or MOC” orders entered with the specialist before 3:40 p.m. will be considered to be
irrevocable MOC orders on the unexecuted portion as of 3:40 p.m., unless cancelled with the specialist prior
to that time.

When a broker represents a “working” order with instructions to complete MOC, by 3:40 p.m., the broker must
either enter a MOC order with the specialist or communicate his or her irrevocable interest to the specialist
with respect to any portion to be executed on a MOC basis. What portion the broker enters/commits would be
based upon the market characteristics of the stock, and his or her reasonable expectation of execution given
market conditions in the stock from 3:40 p.m. to the close.

8Q. Can MOC orders be entered in the pilot stocks if a “No Imbalance” notice is published at 3:40
p.m.?
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8A. No MOC orders may be entered if a “No Imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.

9Q. Are limit-at-the-close (LOC) orders permitted?

9A. Yes. LOC orders are permitted in all stocks. LOC orders may be entered only to offset published
imbalances of market-at-the-close (“MOC”) orders and must be entered by 3:55 p.m. LOC orders are
irrevocable once entered, except in the case of legitimate error.

10Q. What is the priority sequence for execution of LOC orders?

10A. Marketable LOC orders are treated as market orders and must be executed. Such orders include better-
priced (i.e., orders with a limit price better than the closing price) LOC orders to buy and sell long (including
“G” orders) and better-priced LOC orders to sell short or sell plus, if the closing price would represent a
“double plus tick”.

LOC orders limited to the closing price and better-priced LOC orders to sell short and sell plus that could not
be executed at a price lower than the actual close are sequenced by time priority among themselves, but
behind all other orders at the closing price, and may be executed, depending on the size of the imbalance to
be offset.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 95-52

Click to open document in a browser

December 22, 1995

  

Market Surveillance

 PLEASE NOTE NEW REQUIREMENTS: IN ADDITION TO EXISTING REQUIREMENTS, LOC ORDERS
MAY BE ENTERED IN ANY STOCK TO OFFSET PUBLISHED IMBALANCES OF MARKET-AT-THE-CLOSE
ORDERS AND MUST BE ENTERED BY 3:55 P.M. LOC ORDERS ARE IRREVOCABLE ONCE ENTERED.

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Revised Procedures for Handling Market-on-Close Orders on
December 29, 1995 (“Quarterly Index Expiration”)

The Securities Exchange Commission has approved an amendment to the expiration policy. Effective June
16, 1995, no market-on-close (“MOC”) orders may be entered in any stock after 3:40 p.m. However, orders
unrelated to expiring index arbitrage may be entered to offset published imbalances. The cutoff time applies
to all MOC orders in all stocks , even orders not related to a strategy involving any stock index options.
Detailed discussion can be found on Page 4 of this memo.

The following summarizes key aspects of the expiration policy.

•NO MOC ORDERS MAY BE ENTERED AFTER 3:40 P.M. IN ANY STOCK. FLOOR BROKERS
REPRESENTING SUCH ORDERS MUST COMMUNICATE THEIR IRREVOCABLE MOC INTEREST TO
THE SPECIALIST BY 3:40 P.M.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:40 P.M. IN ANY STOCK.

•AS SOON AS PRACTICABLE, AFTER 3:40 P.M., PILOT STOCKS MUST PUBLISH ANY MOC
IMBALANCE OF 50,000 SHARES OR MORE, OR PUBLISH A NO IMBALANCE STATUS. OTHER STOCKS
MAY PUBLISH AN MOC IMBALANCE.

•AFTER 3:40 P.M., MOC ORDERS NOT RELATED TO AN EXPIRING STRATEGY MAY ONLY BE
ENTERED TO OFFSET PUBLISHED IMBALANCES.

•LOC ORDERS MAY BE ENTERED TO OFFSET PUBLISHED IMBALANCES. REFER TO PAGE 3 FOR
DETAILS.

DETAILED DISCUSSION IS PROVIDED ON THE FOLLOWING PAGES.

The December 29, 1995 quarterly index expiration pilot stock list is attached.

1. PROCEDURES RELATING TO THE CLOSE

1. Limit-At-The-Close (“LOC”) Orders

Effective July 28, 1995, LOC orders may be entered in any stock providing that they offset published
imbalances.

Current procedures require MOC imbalances of 50,000 shares or more in the pilot stocks to be published on
the tape as soon as practicable after 3:40 p.m. on expiration days, including quarterly index expiration days.
At that time, other stocks may also publish MOC imbalances. LOC orders may be entered only if imbalances
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have been published and must be entered by 3:55 p.m. On expiration days, LOC orders are irrevocable once
entered, except in the case of legitimate error.

No LOC orders related to a strategy including any stock index futures, stock index options or options on stock
index futures in expiring contracts may be entered in any stock.

An LOC order is one that is entered for execution at the closing price provided that the closing price is at or
within the limit specified. LOC orders may be entered only to offset published imbalances of market-on-close
(“MOC”) orders. They are prioritized on the specialist's book by time of entry and go behind all other orders
on the specialist's book at that price. LOC orders with prices that are better than the closing prices in the
subject security are guaranteed an execution, unless there is a trading halt in the security. LOC orders at the
closing price are executed in order of time priority with respect to other LOC orders, but are not guaranteed
an execution.

2. Market-On-Close Orders

Procedures for market-on-close (“MOC”) orders are used for each quarterly index expiration. THIS APPLIES
TO MOC ORDERS IN ALL STOCKS, REGARDLESS OF WHETHER SUCH ORDERS RELATE TO A
STRATEGY INVOLVING any stock index options. These procedures have been filed as a rule with the SEC.

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

3. MOC Order Entry

The cut-off time is 3:40 p.m. for the entry of all MOC orders, regardless of whether they relate to a strategy
including any stock index options. This requirement applies to all stocks not just pilot stocks. Floor brokers
representing any MOC orders must communicate their irrevocable MOC interest to the specialist by 3:40 p.m.

To facilitate the determination of order imbalances before the close, no MOC order may be entered in any
stock after 3:40 p.m. except to offset a published imbalance. This will contribute to a more accurate picture,
earlier, of the interest in any stock at the close.

For the limited exception that relates to entry of MOC orders to offset published imbalances in pilot stocks,
refer to the material below.

4. Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:40 p.m.

Cancellations to correct a legitimate error, however, will continue to be permitted after 3:40 p.m.

5. Special Procedures on Limitation of Entry of Orders and Publication of Imbalances

You must, as stated above and required for all stocks, enter all MOC orders, by 3:40 p.m. eastern time. It
should be noted that pursuant to the newly amended Rule 13, limit-at-the-close orders may be entered in any
stock for execution on the close, in addition to market-on-close orders.

As soon as possible after 3:40 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:40 p.m. in the pilot stocks and other stocks may also publish MOC
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imbalances. No MOC or LOC orders will be permitted in any stock that does not publish an imbalance. While
MOC orders previously entered may be cancelled or reduced in size until 3:40 p.m., once a publication of an
imbalance in a stock has been made, any MOC or LOC orders subsequently entered in such stock will be
accepted only to trade on the opposite side of the market in relation to such published imbalance.

The liquidation of positions relating to a strategy involving any stock index options, using MOC orders entered
after 3:40 p.m. is not permitted, even if such orders might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC or LOC orders, the imbalance of MOC orders
published as of 3:40 p.m. may not reflect the imbalance that exists at the close.

6. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance shall, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The specialist shall then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction should be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they shall be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

7. “G” Orders

Proprietary orders represented pursuant to Section 11(a) (1) (G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a) (1) (G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

80A. Rule 80A

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on the last trade date prior to each month's expiration.

If an MOC index arbitrage order to establish or increase a position is entered, and Rule 80A subsequently
goes into effect, the MOC order must be cancelled, regardless of the time Rule 80A goes into effect. If Rule
80A goes into effect prior to 3:40 p.m., the MOC order may be reentered with the appropriate tick restriction.
If Rule 80A goes into effect after 3:40 p.m., and there is a published imbalance in the subject stock, the MOC
order may be reentered, with the appropriate tick restriction, to offset the imbalance.

8. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
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the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a) (2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. David Fisch at (212) 656-6769 or Ms.
Carol Krusik at (212) 656-4597.

Robert J. McSweeney

Senior Vice President

                                     

Attachments

          

2. Quarterly Index Expiration Friday Pilot Stocks - December 29, 1995

   ABT              ABBOTT LABORATORIES

   *AFL             AFLAC INC.

   AXP              AMERICAN EXPRESS COMPANY

   AHP              AMERICAN HOME PRODUCTS CORPORATION

   AIG              AMERICAN INTERNATIONAL GROUP INC.

   T                AMERICAN TELEPHONE AND TELEGRAPH

   AIT              AMERITECH CORP.

   AN               AMOCO CORPORATION
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   AOC              AON CORP.

   BAC              BANKAMERICA CORPORATION

   BEL              BELL ATLANTIC CORPORATION

   BLS              BELLSOUTH CORPORATION

   BA               BOEING COMPANY

   BMY              BRISTOL MYERS SQUIBB COMPANY

   *SCH             CHARLES SCHWAB CORP.

   CHV              CHEVRON CORPORATION

   C                CHRYSLER CORPORATION HOLDING CO.

   CCI              CITICORP

   KO               COCA-COLA COMPANY

   *CCE             COCA-COLA ENTERPRISES INC.

   COL              COLUMBIA HEALTHCARE CORP.

   DOW              DOW CHEMICAL COMPANY

   DD               DU PONT COMPANY

   EK               EASTMAN KODAK COMPANY
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   LLY              ELI LILLY AND COMPANY

   EMC              EMC CORP.

   XON              EXXON CORPORATION

   FNM              FEDERAL NATIONAL MORTGAGE ASSOCIATION

   F                FORD MOTOR COMPANY

   BEN              FRANKLIN RESOURCES INC.

   FRO              FRONTIER CORP.

   GE               GENERAL ELECTRIC COMPANY

   GM               GENERAL MOTORS CORPORATION

   G                GILLETTE COMPANY

   *GNT             GREEN TREE FINANCIAL CORP.

   GTE              GTE CORPORATION

   HWP              HEWLETT-PACKARD COMPANY

   HD               HOME DEPOT INC.

   IBM              INTERNATIONAL BUSINESS MACHINES CORP.

   IP               INTERNATIONAL PAPER COMPANY
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   JNJ              JOHNSON AND JOHNSON

   LSI              LSI LOGIC CORP.

   MCD              MCDONALDS CORPORATION

   MRK              MERCK AND COMPANY INC.

   MMM              MINNESOTA MINING AND MANUFACTURING

   MOB              MOBIL CORPORATION

   MOT              MOTOROLA INC.

   *NB              NATIONSBANK CORP.

   NYN              NYNEX CORPORATION

   PEP              PEPSICO INC.

   PFE              PFIZER INC.

   MO               PHILIP MORRIS COS. INC.

   PG               PROCTER AND GAMBLE COMPANY

   RD               ROYAL DUTCH PETROLEUM COMPANY

   *SGP             SCHERING PLOUGH CORP.

   S                SEARS ROEBUCK COMPANY
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   SBC              SOUTHWESTERN BELL CORPORATION

   *TX              TEXACO

   UN               UNILEVER N.V. ORD SHARES

   WMT              WAL-MART STORES INC.

   DIS              WALT DISNEY COMPANY

This list consists of the 50 highest weighted S&P 500 stocks, the 20 Major Market Index stocks, and the 10
highest capitalized stocks of the S&P Midcap 400 Index, based on market values as of December 1, 1995.
The indicated (*) stocks have been added to the list since the last QIX pilot. ARC, CCB, CMA, FBS, FFM, MS,
ODP and USW have been deleted.

3. MEMORANDUM

Date: December 22, 1995

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Quarterly Index Expiration” Market-on-Close (MOC) Orders and
Limit-at-the-Close (LOC) Orders

1. MOC and LOC Orders

1.Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2.Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

2A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

           1. Example # 1    200,000 buy MOC

                             050,000 sell MOC

                             050,000 sell plus MOC
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                             025,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

           2. Example #2   100,000 sell MOC

                            50,000 buy MOC

                            25,000 buy minus MOC

                            25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000−B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

3.Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4-1/2 - last sale 20 3/8

3A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the existing 20 1/2 sell limit orders have
priority over the MOC sell plus and sell short orders which in this case are treated like limit orders. On the
other hand if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the MOC sell plus and sell short
orders are treated as marketable orders which go ahead of the 20 1/2 sell limit orders.

In the case of a MOC buy minus order, if the last sale was a “plus” or “zero plus” tick, all limit orders at 20
1/4 would have priority. If the last sale was a “minus” or “zero minus” tick, the MOC buy minus orders are
marketable and go ahead of the 20 1/4 limit orders.

4.Q. Are MOC “short” at-the-close orders permitted?

4A. Firms may enter “short” MOC orders.

5.Q. Should brokers in the Crowd give the specialist their orders prior to the final bell? How should
they be handled by the specialist?

5A. In all stocks, any brokers in the Crowd handling any MOC orders must either give their orders to the
specialist or communicate their irrevocable interest to the specialist by 3:40 p.m., to allow the specialist to
arrange a closing price.

6Q. Can MOC orders be cancelled after 3:40 p.m.?

6A. Firms may not enter MOC cancellations or reduce MOC orders in size after 3:40 p.m. No broker or
specialist can accept cancellation instructions on any MOC order after 3:40 p.m., except to correct a bona fide
error.

7Q. How are “limit or MOC” orders handled by specialists? How are “working” orders with
instructions to complete MOC handled by brokers?

7A. As with a simple MOC order, specialists and Floor brokers may not accept “limit or MOC” orders
after 3:40 p.m. “Limit or MOC” orders entered with the specialist before 3:40 p.m. will be considered to be
irrevocable MOC orders on the unexecuted portion as of 3:40 p.m., unless cancelled with the specialist prior
to that time.
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When a broker represents a “working” order with instructions to complete MOC, by 3:40 p.m., the broker must
either enter a MOC order with the specialist or communicate his or her irrevocable interest to the specialist
with respect to any portion to be executed on a MOC basis. What portion the broker enters/commits would be
based upon the market characteristics of the stock, and his or her reasonable expectation of execution given
market conditions in the stock from 3:40 p.m. to the close.

8Q. Can MOC orders be entered in the pilot stocks if a “No Imbalance” notice is published at 3:40
p.m.?

8A. No MOC orders may be entered if a “No Imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.

9Q. Are limit-at-the-close (LOC) orders permitted?

9A. Yes. LOC orders are permitted in all stocks. LOC orders may be entered only to offset published
imbalances of market-at-the-close (“MOC”) orders and must be entered by 3:55 p.m. LOC orders are
irrevocable once entered, except in case of legitimate error.

10Q. What is the priority sequence for execution of LOC orders?

10A. Marketable LOC orders are treated as market orders and must be executed. Such orders include better-
priced (i.e., orders with a limit price better than the closing price) LOC orders to buy and sell long (including
“G” orders) and better-priced LOC orders to sell short or sell plus, if the closing price would represent a
“double plus tick”.

LOC orders limited to the closing price and better-priced LOC orders to sell short and sell plus that could not
be executed at a price lower than the actual close are sequenced by time priority among themselves, but
behind all other orders at the closing price, and may be executed, depending on the size of the imbalance to
be offset.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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December 14, 1995

  

Member Firm Regulation

 PLEASE ROUTE TO TRAINING, REGISTRATION AND COMPLIANCE DEPARTMENTS

TO: Members and Member Organizations

ATTENTION: Managing Partners/Chief Executive Officers/Branch Manager and Training and Human
Resources Directors

SUBJECT: Applicability of the Continuing Education Program Regulatory Element Requirements to Officers
and Approved Persons

Exchange Rule 345A (See Information Memorandum No. 95-11, dated March 23, 1995) requires that certain
registered persons complete the Regulatory Element of the Continuing Education Program. This requirement
does not apply to any person who has been approved by the Exchange solely as an officer of a member or
member organization pursuant to the requirements of Rule 345(b), and who is not registered or required to be
registered in another capacity. However, an officer who is registered or required to be registered in any other
capacity will be subject to the requirements of the Regulatory Element. Likewise, any person with the sole
status of approved person (see Section 3 of Article 1 of the Constitution for definition of approved person),
who is not otherwise registered or required to be registered, is not subject to the requirements of Rule 345A.

Any member or member organization receiving notice of a requirement to complete the Regulatory Element
for an officer not otherwise registered or required to be registered or for an approved person not otherwise
registered or required to be registered should notify the Exchange immediately in writing. All correspondence
should be directed to the Qualifications and Registration Department, 20 Board Street, 22nd Floor, New York,
NY 10005. Questions concerning the registration status of a particular individual should be directed to Juan
Vazquez at (212) 656-4814. Other questions concerning the continuing education program should be directed
to Gregg Tyler at (212) 656-2156.

Salvatore Pallante

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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December 11, 1995

  

Market Surveillance

 TO: All Members and Member Organizations/Chief Operating Officers

SUBJECT: Exemptive Relief from SEC Rules 10b-6 and 10b-13 for Specialists Affiliated with a Participant in
a Distribution of a Specialty Stock

The Securities and Exchange Commission has recently approved exemptive relief from certain provisions of
SEC Rules 10b-6 and 10b-13 under the Securities Exchange Act of 1934 for specialists affiliated (“Affiliated
Specialist”) with a Broker-Dealer (“Affiliated Broker-Dealer”) that is participating in a distribution or tender offer
of a security (“subject security”) in which the specialist is registered. These exemptions permit the Affiliated
Specialist to continue to bid for and purchase the subject security as a specialist during the “ Rule 10b-6
covered period” (discussed below) and the “ Rule 10b-13 covered period” (discussed below), during which
time the specialist would otherwise have to “give up” the book to another specialist member organization
satisfactory to the Exchange, which would serve as a full-time relief specialist until such book may, in
accordance with Rule 10b-6 or Rule 10b-13 under the Securities Exchange Act of 1934, be reacquired by the
Affiliated Specialist. The exemptive relief is subject to the conditions discussed in Exhibit A.

In connection with the exemptive relief, the Commission has also approved an amendment to Exchange Rule
460.20 (attached as Exhibit B) which provides that if the Affiliated Specialist and Affiliated Broker-Dealer do
not have an exemption from Rule 10b-6 or Rule 10b-13 for a transaction subject to those rules, the Affiliated
Specialist must “give up” the book in the subject security.

Rule 10b-6 requires an underwriter, prospective underwriter or dealer who is a distribution participant and
its affiliated purchasers (as defined in paragraph (c)(6)(i) of Rule 10b-6) to cease bidding for or purchasing
the subject securities for a period beginning two or nine business days before the commencement of offers
or sales of the security to be distributed until the distribution participant has completed its participation in the
distribution, as set forth in paragraph (c)(3) of Rule 10b-6. Because a specialist organization affiliated with a
distribution participant would be an Affiliated Purchaser, such Affiliated Specialist, absent relief from 10b-6,
would be required to suspend its specialist activities in a subject security during the covered period, i.e., until
the Affiliated Broker-Dealer has completed its participation in the distribution.

Rule 10b-13, among other matters, prohibits a person making a cash tender offer or exchange offer for an
equity security from, directly or indirectly, purchasing such security or any security which is immediately
convertible into or exchangeable for such security, otherwise than pursuant to the offer, from the time the offer
is publicly announced until its expiration. Rule 10b-13 applies to the dealer-manager of the offer and affiliates
of the dealer-manager, including an Affiliated Specialist.

The exemptive relief from Rule 10b-6 and 10b-13 is available only to those specialists who satisfy the
conditions set forth in Exhibit A attached hereto. This relief has been approved on a provisional basis until
July 31, 1997.

Questions concerning any matters discussed in this Information Memo may be addressed to Brian McNamara
(212) 656-7086 or Donald Siemer (212) 656-6940.

Robert J. McSweeney

Senior Vice President
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A. Exhibit A

Conditions for Exemptive Relief

1. Scope of the Exemptions. These exemptions apply to mergers, exchange offers, and firm commitment,
fixed price offerings that are distributions for purposes of Rule 10b-6, and tender and exchange offers subject
to Rule 10b-13. The Subject Securities must have a minimum price of five dollars per share and a minimum
public float of 400,000 shares, as computed in accordance with rule 10b-6(c)(7).

2. Establishment of Information Barriers. The Affiliated Specialist and the Affiliated Broker-Dealer
must have, and implement effectively, written policies and procedures designed to segregate the flow of
confidential market-sensitive information, including distribution information, between the Affiliated Specialist
and the Affiliated Broker-Dealer (“Information Barriers”). The policies and procedures must have been
approved by the NYSE as confirming to the requirements of NYSE Rule 98.

3. Monitoring of Information Barriers. During the Rule 10b-6 Covered Period or Rule 10b-13 Covered
Period, as applicable, the Affiliated Specialist and Affiliated Broker-Dealer reasonably must monitor for
compliance with, and must inquire into possible breaches of, Information Barriers. Any inquiries must be
documented and the underlying records, including any analyses, inter-office memoranda, and employee
statements, must be made available promptly to the Division of Market Regulation (the “Division”) upon
request.

4. Notice of Breach. Should any Affiliated Specialist or Affiliated Broker-Dealer discover that there was a
breach of the Information Barriers during the Rule 10b-6 Covered Period and Rule 10b-13 Covered Period, as
applicable, it must provide immediate notice to the NYSE of such occurrence. Upon request of the Division,
the Affiliated Specialist or Affiliated Broker-Dealer shall provide the Division with a written analysis of the
circumstances surrounding that breach.

5. Annual Compliance Review.

a. Each Affiliated Specialist and each Affiliated Broker-Dealer must annually:

(i) conduct an independent review (“Annual Compliance Review”) of its compliance during the calendar year
with the terms of these exemptions, including their operation and any breaches of information barriers, and
report on such review to its management; or

(ii) prepare a statement (“Statement”) that it did not participate in any distribution or tender offer involving
a Subject Security during the calendar year if such is the case. The Annual Compliance Review must be
conducted by an independent person acceptable to the Division, and may be conducted in conjunction
with the annual review specified in NYSE Rule 342.30. Upon a request from the Division, such reviews,
management reports, and statements shall be supplied to the Division within 15 days of the request.

b. Prior to relying on these exemptions, each Affiliated Broker-Dealer and Affiliated Specialist must submit to
the Division a written explanation of how it will comply with the Annual Compliance Review. The explanation
of the Annual Compliance Review must describe, among other things, the review plan, the scope of the
review, how the review will be conducted, and the independent person, who will conduct the review.

6. NYSE Surveillance. The NYSE shall establish and implement special surveillance procedures to review
all trading by the Affiliated Specialist and Affiliated Broker-Dealers in Subject Securities during the Rule 10b-6
Covered Period, including on-line surveillance of trading by the Affiliated Specialist and off-line surveillance of
trading by Affiliated Broker-Dealers. The NYSE also will review trading in Subject Securities by the Affiliated
Specialist and Affiliated Broker-Dealers for a ten business day period to the commencement of the Rule
10b-6 covered Period and for two business days thereafter. With respect to tender offers subject to Rule
10b-13, the NYSE will review all trading by the Affiliated Specialist for the period commencing with a public
announcement of the tender offer, and reconstruct all Affiliated Specialist trading on a daily basis from the
period as of two business days prior to the commencement of the tender offer until the offer's expiration.
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7. Notice of Participation. Affiliated Broker-Dealers shall give timely notice to the NYSE of their participation
in any distribution or tender offer during which the Affiliated Specialist will continue its specialist activities
in Subject Securities pursuant to the exemptions granted herein. The Affiliated Broker-Dealer must provide
the NYSE advance notice prior to the commencement of the Rule 10b-6 Covered Period and Rule 10b-13
Covered Period, as applicable, and notice of the completion of the distribution and tender offer, as applicable.

8. Recordkeeping.

a. All documents required under these exemptions shall be kept for a period of not less than two years.
Reports of Annual Compliance Reviews must be retained for a period of three years.

b. None of the requirements of these exemptions shall have any effect upon the obligations of any Affiliated
Specialist or Affiliated Broker-Dealer to make, preserve, or produce records pursuant to any other provision of
the federal securities laws or other regulatory requirements.

9. Disclosure.

a. The Affiliated Broker-Dealer shall include in the “Plan of Distribution” section of the prospectus, pursuant
to Rule 408 under the Securities Act of 1933, a brief description of the activities of the Affiliated Specialist
and the exemptions granted herein, as applicable. When an Affiliated Broker-Dealer is participating in a
distribution as a managing or co-managing underwriter, the inside front cover page of the prospectus shall
display prominently a statement to the effect that the Affiliated Specialist will act in its specialist capacity in the
Subject Security pursuant to the exemptions granted herein.

b. At the commencement of the distribution or tender offer, the Affiliated Broker-Dealer shall disclose to the
market the fact of the distribution or tender offer and of the Affiliated Specialist's continuation as a specialist in
the Subject Security, pursuant to the exemptions granted herein.

10. Rule 10b-13 Condition. The Affiliated Specialist may tender only those Subject Securities into an
exchange offer that it has acquired in a manner consistent with its specialist obligations under NYSE Rule
104.

11. Analysis. The NYSE will provide the Division with a written analysis of the operation of the exemptions
granted herein for the 18 month period beginning on the date of this letter. On or before April 30, 1997, the
Division will notify the NYSE whether the exemptions should be extended, modified or terminated. Unless
otherwise extended, these exemptions will expire on July 31, 1997.

B. Exhibit B

Additions Underscored

Deletions [bracketed]

46020. Rule 460.20

.20 The restrictions in paragraphs (a) and .10 above shall not apply, except as provided herein, to an
approved person entitled to an exemption from this Rule pursuant to Rule 98. The restriction on acquisition of
10% or more of the outstanding shares of any equity security in which an associated specialist is registered,
as provided in Rule 460.10, shall apply to such approved person separate and distinct from the restriction
as applied to any or all other persons specified in Rule 460.10, and positions of the approved person shall
not be aggregated with the positions of any one or more other persons specified in Rule 460.10. The same
principle applies with respect to the reporting of positions specified in Rule 460.10. An approved person
entitled to an exemption from this Rule may engage in business transactions with a company in whose
stock an associated specialist is registered, may accept a finder's fee from such company, and may act as
an underwriter in any capacity of a distribution of securities issued by such company. [When an approved
person entitled to an exemption from this Rule is acting or has agreed to act in any underwriting capacity
for a distribution of (i) any security in which an associated specialist is registered; (ii) any security which
is immediately exchangeable for or convertible into a security in which an associated specialist member
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organization shall “give up the book” in the security in which a specialist member of the specialist member
organization is registered to another specialist organization satisfactory to the Exchange which shall serve as
a full time relief specialist until such book may, in accordance with this Rule, be reacquired by the member
organization that is associated with the approved person. The period during which the member organization
shall give up the book as provided above shall commence not later than the date specified in (A), (B), or
(C), whichever is applicable, of Rule 10b-6(a)(3)(xi) of the Securities and Exchange Commission under the
Securities Exchange Act of 1934 and shall end when the approved person has completed his participation in
such distribution in accordance with paragraph (c)(3) of that Rule.] If the associated specialist and approved
person do not have an exemption from Rule 10b-6 or Rule 10b-13 under the Securities Exchange Act of
1934 for a transaction subject to those rules, the associated specialist must “give up the book” in the subject
security to another specialist member organization satisfactory to the Exchange, which shall serve as a full-
time relief specialist until such book may, in accordance with Rule 10b-6 or Rule 10b-13, be reacquired by the
associated specialist.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 95-49

Click to open document in a browser

December 8, 1995

  

Market Surveillance

 PLEASE NOTE NEW REQUIREMENTS: IN ADDITION TO EXISTING REQUIREMENTS, LOC ORDERS
MAY BE ENTERED IN ANY STOCK TO OFFSET PUBLISHED IMBALANCES OF MARKET-AT-THE-CLOSE
ORDERS AND MUST BE ENTERED BY 3:55 P.M. LOC ORDERS ARE IRREVOCABLE ONCE ENTERED.

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Revised Procedures for Handling Market-on-Close Orders on
December 15, 1995 (“Expiration Friday”)

The Securities and Exchange Commission has approved an amendment to the expiration policy. Effective
June 16, 1995, no market-on-close (“MOC”) orders may be entered in any stock after 3:40 p.m. However,
orders unrelated to expiring index arbitrage may be entered to offset published imbalances. The cutoff
time applies to all MOC orders in all stocks , even orders not related to a strategy involving any stock index
futures, stock index options or options on stock index futures. Detailed discussion can be found on Page 4 of
this memo.

The following summarizes key aspects of the expiration policy.

•AUXILIARY OPENING PROCEDURES WILL BE IN EFFECT THIS MONTH AND EVERY MONTH FOR
SELECTED MIDCAP STOCKS AS WELL AS REGULAR PILOT STOCKS.

•NO MOC ORDERS MAY BE ENTERED AFTER 3:40 P.M. IN ANY STOCK. FLOOR BROKERS
REPRESENTING SUCH ORDERS MUST COMMUNICATE THEIR IRREVOCABLE MOC INTEREST TO
THE SPECIALIST BY 3:40 P.M.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:40 P.M. IN ANY STOCK.

•AS SOON AS PRACTICABLE, AFTER 3:40 P.M., PILOT STOCKS MUST PUBLISH ANY MOC
IMBALANCE OF 50,000 SHARES OR MORE, OR PUBLISH A NO IMBALANCE STATUS. OTHER STOCKS
MAY PUBLISH AN MOC IMBALANCE.

•AFTER 3:40 P.M., MOC ORDERS NOT RELATED TO AN EXPIRING STRATEGY MAY ONLY BE
ENTERED TO OFFSET PUBLISHED IMBALANCES.

•LOC ORDERS MAY BE ENTERED ENTERED IN ANY STOCK TO OFFSET PUBLISHED IMBALANCES.
REFER TO PAGE 3 FOR DETAILS.

DETAILED DISCUSSION IS PROVIDED ON THE FOLLOWING PAGES.

The December 15, 1995 expiration Friday pilot stock lists are attached. Please note that only opening
procedures apply to the MidCap-related list.

1. OPENING PROCEDURES

For each monthly expiration, several auxiliary procedures are necessary to integrate stock orders relating to
expiring contracts into NYSE's opening procedures in a manner that assures an efficient market opening in
each stock as close to 9:30 a.m. as possible. The auxiliary opening procedures applicable on December 15,
1995 are:
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1. Order Entry

Stock orders relating to index contracts whose settlement pricing is based upon the December 15, 1995
opening prices must be received by SuperDot or by the specialist by 9:00 a.m.

- These orders may be cancelled or reduced in size. 1 

- Stock orders relating to index contracts whose settlement pricing is not based upon the December 15, 1995
opening prices may be entered after 9:00 a.m.

To facilitate early order entry, SuperDot (1) will begin accepting orders at 7:30 a.m. and (2) will accept market
orders of 30,099 shares or less.

“Limit-at-the-opening” (“limit OPG”) orders are permitted, including delivery through Exchange systems.

- Ordinary limit orders may also be entered.

2. Order Identification

Stock orders relating to opening-price settling contracts must be identified “OPG.”

- Firms entering these orders through SuperDot, but unable to identify orders as “OPG”, may use a unique
branch code or firm identifier (mnemonic) to identify these orders. The NYSE Market Surveillance Division (11
Wall Street, 10th Floor) must be advised of the branch code or identifier by December 18, 1995.

- Firms unable to identify these orders in either way, and firms not using SuperDot, must submit a list of all
these orders and related details to the NYSE Market Surveillance Division by December 18, 1995.

3. Dissemination of Order Imbalances

For any of the pilot stocks and for ten selected S&P MidCap 400 Index stocks (lists attached) having a market
order imbalance of 50,000 shares or more at 9:00 a.m., the NYSE will disseminate the size of the order
imbalance via the low-speed ticker and the news services as promptly as practicable after 9:00 a.m.

4. Dissemination of Indications

Except for the auxiliary procedures described above, all stocks, including the pilot stocks and selected
MidCap stocks, are subject to the regular NYSE opening procedures, including price indications where a
substantial price change is anticipated. Dissemination of an indication is mandatory for an opening which
will result in a price change constituting the lesser of 10% or three points from the prior NYSE close, or five
points if the previous close is $100 or higher, unless the price change is less than one point. Fifteen minutes
must elapse between a first indication and a stock's opening. However, when more than one indication is
necessary, a stock may open (1) five minutes after the last indication when it overlaps the prior indication
(e.g., 51 - 53 overlaps 50 - 52, but does not overlap 53 - 55) and (2) ten minutes after the last indication when
it does not overlap the prior indication, provided that 15 minutes must have elapsed from the dissemination of
the first indication.

2. PROCEDURES RELATING TO THE CLOSE

1. Limit-At-The-Close (“LOC”) Orders

Effective July 28, 1995, LOC orders may be entered in any stock providing that they offset published
imbalances.

Current procedures require MOC imbalances of 50,000 shares or more in the pilot stocks to be published on
the tape as soon as practicable after 3:40 p.m. on expiration days, including expiration Fridays. At that time,
other stocks may also publish MOC imbalances. LOC orders may be entered only if imbalances have been
published and must be entered by 3:55 p.m. On expiration days, LOC orders are irrevocable once entered,
except in the case of legitimate error.
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No LOC orders related to a strategy including any stock index futures, stock index options or options on stock
index futures in expiring contracts may be entered in any stock.

An LOC order is one that is entered for execution at the closing price provided that the closing price is at or
within the limit specified. LOC orders may be entered only to offset published imbalances of market-on-close
(“MOC”) orders. They are prioritized on the specialist's book by time of entry and go behind all other orders
on the specialist's book at that price. LOC orders with prices that are better than the closing prices in the
subject security are guaranteed an execution, unless there is a trading halt in the security. LOC orders at the
closing price are executed in order of time priority with respect to other LOC orders, but are not guaranteed
an execution.

2. Market-On-Close Orders

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. THIS APPLIES
TO MOC ORDERS IN ALL STOCKS, REGARDLESS OF WHETHER SUCH ORDERS RELATE TO A
STRATEGY INVOLVING any stock index futures, stock index options, or options on stock index futures.
These procedures have been filed as a rule with the SEC.

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

3. MOC Order Entry

The cut-off time is 3:40 p.m. for the entry of all MOC orders, regardless of whether they relate to a strategy
including any expiring stock index futures, stock index options or options on stock index futures. This
requirement applies to all stocks not just pilot stocks. Floor brokers representing any MOC orders must
communicate their irrevocable MOC interest to the specialist by 3:40 p.m. These closing procedures will be
implemented with the December 15, 1995 expiration.

To facilitate the determination of order imbalances before the close, no MOC order may be entered in any
stock after 3:40 p.m. except to offset a published imbalance. This will contribute to a more accurate picture,
earlier, of the interest in any stock at the close.

For the limited exception that relates to entry of MOC orders to offset published imbalances, refer to the
material below.

4. Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:40 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will continue to be permitted after 3:40 p.m.

5. Special Procedures on Limitation of Entry of Orders and Publication of Imbalances

You must, as stated above and required for all stocks, enter all MOC orders, by 3:40 p.m. eastern time. It
should be noted that pursuant to the newly amended Rule 13, limit-at-the-close orders may be entered in any
stock for execution on the close, in addition to market-on-close orders.
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As soon as possible after 3:40 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:40 p.m. in the pilot stocks, and other stocks may also publish MOC
imbalances. No MOC or LOC orders will be permitted in any stock that does not publish an imbalance. While
MOC orders previously entered may be cancelled or reduced in size until 3:40 p.m., once a publication of an
imbalance in a stock has been made, any MOC or LOC orders subsequently entered in such stock will be
accepted only to trade on the opposite side of the market in relation to such published imbalance.

The liquidation of positions relating to a strategy involving any stock index futures, stock index options, or
options on stock index futures using MOCorders entered after 3:40 p.m. is not permitted, even if such orders
might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC or LOC orders, the imbalance of MOC orders
published as of 3:40 p.m. may not reflect the imbalance that exists at the close.

6. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance shall, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The specialist shall then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction should be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they shall be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

7. “G” Orders

Proprietary orders represented pursuant to Section 11(a) (1) (G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a) (1) (G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

80A. Rule 80A

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on the last trade date prior to each month's expiration.

If an MOC index arbitrage order to establish or increase a position is entered, and Rule 80A subsequently
goes into effect, the MOC order must be cancelled, regardless of the time Rule 80A goes into effect. If Rule
80A goes into effect prior to 3:40 p.m., the MOC order may be reentered with the appropriate tick restriction.
If Rule 80A goes into effect after 3:40 p.m., and there is a published imbalance in the subject stock, the MOC
order may be reentered, with the appropriate tick restriction, to offset the imbalance.

8. Due Diligence Requirements
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Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a) (2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. David Fisch at (212) 656-6769 or Ms.
Carol Krusik at (212) 656-4597.

Robert J. McSweeney

Senior Vice President

                                  

Attachments

           

3. Expiration Friday Pilot Stocks - December 15, 1995

  ABT        ABBOTT LABORATORIES

  AXP        AMERICAN EXPRESS COMPANY

  AHP        AMERICAN HOME PRODUCTS CORPORATION

  AIG        AMERICAN INTERNATIONAL GROUP INC.

  T          AMERICAN TELEPHONE AND TELEGRAPH

  AIT        AMERITECH CORP.

  AN         AMOCO CORPORATION
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  BAC        BANKAMERICA CORPORATION

  BEL        BELL ATLANTIC CORPORATION

  BLS        BELLSOUTH CORPORATION

  BA         BOEING COMPANY

  BMY        BRISTOL MYERS SQUIBB COMPANY

  CHV        CHEVRON CORPORATION

  C          CHRYSLER CORPORATION HOLDING CO.

  CCI        CITICORP

  KO         COCA-COLA COMPANY

  COL        COLUMBIA HEALTHCARE CORP.

  DOW        DOW CHEMICAL COMPANY

  DD         DU PONT COMPANY

  EK         EASTMAN KODAK COMPANY

  LLY        ELI LILLY AND COMPANY

  XON        EXXON CORPORATION

  FNM        FEDERAL NATIONAL MORTGAGE ASSOCIATION
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  F          FORD MOTOR COMPANY

  GE         GENERAL ELECTRIC COMPANY

  GM         GENERAL MOTORS CORPORATION

  G          GILLETTE COMPANY

  GTE        GTE CORPORATION

  HWP        HEWLETT-PACKARD COMPANY

  HD         HOME DEPOT INC.

  IBM        INTERNATIONAL BUSINESS MACHINES CORP.

  IP         INTERNATIONAL PAPER COMPANY

  JNJ        JOHNSON AND JOHNSON

  MCD        MCDONALDS CORPORATION

  MRK        MERCK AND COMPANY INC.

  MMM        MINNESOTA MINING AND MANUFACTURING

  MOB        MOBIL CORPORATION

  MOT        MOTOROLA INC.

  NB         NATIONSBANK CORP.
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  NYN        NYNEX CORPORATION

  PEP        PEPSICO INC.

  PFE        PFIZER INC.

  MO         PHILIP MORRIS COS. INC.

  PG         PROCTER AND GAMBLE COMPANY

  RD         ROYAL DUTCH PETROLEUM COMPANY

  SGP        SCHERING PLOUGH CORP.

  S          SEARS ROEBUCK AND CO.

  SBC        SOUTHWESTERN BELL CORPORATION

  *TX        TEXACO INC.

  UN         UNILEVER N.V. ORD SHARES

  WMT        WAL-MART STORES INC.

  DIS        WALT DISNEY COMPANY

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of December 1, 1995
and the 20 Major Market Index stocks. The indicated (*) stock has been added to the list. CCB has been
deleted.

         

4. MidCap Index Expiration Friday Stocks - December 15, 1995
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  AFL        AFLAC Inc.

  AOC        AON Corp.

  SCH        Charles Schwab Corp.

  *CCE       Coca-Cola Enterprises Inc.

  EMC        EMC Corp.

  BEN        Franklin Resources Inc.

  FRO        Frontier Corp.

  *GNT       Green Tree Financial Corp.

  LSI        LSI Logic Corp.

  TMO        Thermo Electron Corp.

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of December
1, 1995. The indicated (*) stocks have been added to the list. CMA and ODP have been deleted.

5. MEMORANDUM

Date: December 8, 1995

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) Orders and Limit-at-
the-Close (LOC) Orders

1. Openings

1Q. Can “limit at the opening” (“limit OPG”) orders be entered in the stocks that are not among the
stocks included in the pilot?

1A. Yes. “Limit OPG” orders are permitted in all stocks on expiration Friday. Those orders related to a
strategy in expiring contracts must be entered by 9:00 a.m.

2Q. When can specialists obtain an OARS status request?
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2A. At any time after 7:30 a.m., in any stock. (Specialists should review OARS inquiry, freeze and opening
procedures to avoid problems.)

3Q. Must specialists wait until 9:27 a.m. to start the ITS pre-opening application?

3A. No. ITS Pre-Opening notifications may be issued beginning at 9:00 a.m.

4Q. Are “G” orders to sell short at the market handled differently at the opening than at the close on
expiration day?

4A. Yes, “G” short market orders are covered by two different procedures. At the opening they are handled
as they are on any other day. “G” short market orders must yield to all public limit orders at the lowest valid
short tick. At any higher price the “G” shorts need not yield. At the close, “G” market shorts must yield to all
limit orders at the sale price, even if that price is higher than the first valid short tick.

5Q. How should specialists and Floor Officials handle requests to “hold the opening” in the pilot
stocks?

5A. The Exchange has added auxiliary and early procedures with the express purpose of providing a prompt
opening in all stocks, not just the 50 pilot stocks. Brokers should be told to have their opening interest
represented by 9:30 a.m., and assuming adequate pricing information re: substantial disparity from the close,
all stocks should be opened as quick ly after 9:30 as possible.

2. MOC Orders and LOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

2A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

  1. Example #1    200,000 buy MOC

                    50,000 sell MOC

                    50,000 sell plus MOC

                    25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

   2. Example #2   100,000 sell MOC

                    50,000 buy MOC
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                    25,000 buy minus MOC

                    25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000−B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

3Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4-1/2 - last sale 20 3/8

3A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the existing 20 1/2 sell limit orders have
priority over the MOC sell plus and sell short orders which in this case are treated like limit orders. On the
other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the MOC sell plus or sell short
orders are treated as marketable orders which go ahead of the 20 1/2 sell limit orders.

In the case of a MOC buy minus order, if the last sale was a “plus” or “zero plus” tick, all limit orders at 20
1/4 would have priority. If the last sale was a “minus” or “zero minus” tick, the MOC buy minus orders are
marketable and go ahead of the 20 1/4 limit orders.

4Q. Are MOC “short” at-the-close orders permitted?

4A. Firms may enter “short” MOC orders.

5Q. Should brokers in the Crowd give the specialist their MOC orders prior to 3:40 p.m.? How should
they be handled by the specialist?

5A. In all stocks, any brokers in the Crowd handling any MOC orders must either give their orders to the
specialist or communicate their irrevocable interest to the specialist by 3:40 p.m., to allow the specialist to
arrange a closing price.

6Q. Can MOC orders be cancelled after 3:40 p.m.?

6A. Firms may not enter MOC cancellations or reduce MOC orders in size after 3:40 p.m. No broker or
specialist can accept cancellation instructions on any MOC order after 3:40 p.m., except to correct a bona fide
error.

7Q. How are “limit or MOC” orders handled by specialists? How are “working” orders with
instructions to complete MOC handled by brokers?

7A. As with a simple MOC order, specialists and Floor brokers may not accept “limit or MOC” orders
after 3:40 p.m. “Limit or MOC” orders entered with the specialist before 3:40 p.m. will be considered to be
irrevocable MOC orders on the unexecuted portion as of 3:40 p.m., unless cancelled with the specialist prior
to that time.

When a broker represents a “working” order with instructions to complete MOC, by 3:40 p.m., the broker must
either enter a MOC order with the specialist or communicate his or her irrevocable interest to the specialist
with respect to any portion to be executed on a MOC basis. What portion the broker enters/commits would be
based upon the market characteristics of the stock, and his or her reasonable expectation of execution given
market conditions in the stock from 3:40 p.m. to the close.

8Q. Can MOC orders be entered in the pilot stocks if a “No Imbalance” notice is published at 3:40
p.m.?

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

283

http://researchhelp.cch.com/License_Agreement.htm


8A. No MOC orders may be entered if a “No Imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.

9Q. Are limit-at-the-close (LOC) orders permitted?

9A. Yes. LOC orders are permitted in all stocks. LOC orders may be entered only to offset published
imbalances of market-at-the-close (“MOC”) orders and must be entered by 3:55 p.m. LOC orders are
irrevocable once entered, except in the case of legitimate error.

10Q. What is the priority sequence for execution of LOC orders?

10A. Marketable LOC orders are treated as market orders and must be executed. Such orders include better-
priced (i.e., orders with a limit price better than the closing price) LOC orders to buy and sell long (including
“G” orders) and better-priced LOC orders to sell short or sell plus, if the closing price would represent a
“double plus tick”.

LOC orders limited to the closing price and better-priced LOC orders to sell short and sell plus that could not
be executed at a price lower than the actual close are sequenced by time priority among themselves, but
behind all other orders at the closing price, and may be executed, depending on the size of the imbalance to
be offset.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 95-48
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November 22, 1995

  

Market Surveillance

 TO: All Members and Member Organizations Options Trading Rights Holders

SUBJECT: Increased Position and Exercise Limits and Expanded Hedge Exemptions for Equity Options

The Securities and Exchange Commission had approved an amendment to Exchange Rules 704 (Position
Limits) and 705 (Exercise Limits) which adds two new tiers of equity options position and exercise limits.
Effective immediately, the new position and exercise limit for any equity option whose underlying stock has
240 million shares outstanding with 60 million shares traded in the previous six months or has 80 million
shares traded in the previous six months will be 20,000 contracts. Any option whose underlying stock has
300 million shares outstanding with 75 million shares traded in the previous six months or has had at least
100 million shares traded within the previous six months will qualify for a position and exercise limit of 25,000
contracts. Attached please find the Exchange's O&I 327, which lists all options effected by this amendment.

Additionally, the equity hedge exemption has been expanded to three times the base limit. Every option over
the base limit must be hedged by 100 shares of stock.

Any questions regarding this memorandum may be directed to Margaret O'Brien at (212) 656-2141 or Hope
Duffy at (212) 656-6197.

Agnes M. Gautier

Vice President

1. O&I 327

Date: October 24, 1995

To: NYSE Option Clearing Firms, Floor Participants P&S Managers and Operations Staff

From: Options and Index Products

Subject: INCREASED POSITION AND EXERCISE LIMITS

The Exchange has received SEC approval to adopt two new levels of position and exercise limits:

  20,000    The underlier must have either 80 million shares traded in the

            last six months or have 240 million shares outstanding and 60

            million shares traded;

  25,000    The underlier must have either 100 million shares traded in the
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            last six months or have 300 million shares outstanding and 75

            million shares traded.

Effective today, October 24, 1995, the POSITION and EXERCISE LIMITS for the following NYSE Options
products will become:

                                        Option     Company

20,000                                  Symbol     Symbol

         Alliance Semiconductor Corp.   QAS        ALSC

         Bed, Bath & Beyond, Inc.       BHQ        BBBY

         CNS, Inc.                      CQX        CNXS

         Darden Restaurants             DRI        DRI

         Empresas ICA Sociedad Cont.    ICA        ICA

         Tencor Instruments             TQQ        TNCR

25,000

         Allstate Corporation           ALL        ALL

         Callaway Golf Company          ELY        ELY

         Federated Department Stores    FD         FD

         Integrated Device Technology   ITQ        IDTI

         KLA Instruments Corp.          KCQ        KLAC
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         NYNEX Corp.                    NYN        NYN

         Philips Electronics N.V. ADR   PHG        PHG

         Quantum Corp.                  QNQ        QNTM

         Telephonos De Mexico S.A.      TMX        TMX

         United Healthcare Corp.        UNH        UNH

         YPF Sociedad ADS               YPF        YPF

Please call Rick Lundholm (212 656 6248) with any questions.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 95-47
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November 10, 1995

  

Market Surveillance

 PLEASE NOTE NEW REQUIREMENTS: IN ADDITION TO EXISTING REQUIREMENTS, LOC ORDERS
MAY BE ENTERED IN ANY STOCK TO OFFSET PUBLISHED IMBALANCES OF MARKET-AT-THE-CLOSE
ORDERS AND MUST BE ENTERED BY 3:55 P.M. LOC ORDERS ARE IRREVOCABLE ONCE ENTERED.

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Revised Procedures for Handling Market-on-Close Orders on
November 17, 1995 (“Expiration Friday”)

The Securities and Exchange Commission has approved an amendment to the expiration policy. Effective
June 16, 1995, no market-on-close (“MOC”) orders may be entered in any stock after 3:40 p.m. However,
orders unrelated to expiring index arbitrage may be entered to offset published imbalances. The cutoff
time applies to all MOC orders in all stocks , even orders not related to a strategy involving any stock index
futures, stock index options or options on stock index futures. Detailed discussion can be found on Page 4 of
this memo.

The following summarizes key aspects of the expiration policy.

•AUXILIARY OPENING PROCEDURES WILL BE IN EFFECT THIS MONTH AND EVERY MONTH FOR
SELECTED MIDCAP STOCKS AS WELL AS REGULAR PILOT STOCKS.

•NO MOC ORDERS MAY BE ENTERED AFTER 3:40 P.M. IN ANY STOCK. FLOOR BROKERS
REPRESENTING SUCH ORDERS MUST COMMUNICATE THEIR IRREVOCABLE MOC INTEREST TO
THE SPECIALIST BY 3:40 P.M.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:40 P.M. IN ANY STOCK.

•AS SOON AS PRACTICABLE, AFTER 3:40 P.M., PILOT STOCKS MUST PUBLISH ANY MOC
IMBALANCE OF 50,000 SHARES OR MORE, OR PUBLISH A NO IMBALANCE STATUS. OTHER STOCKS
MAY PUBLISH AN MOC IMBALANCE.

•AFTER 3:40 P.M., MOC ORDERS NOT RELATED TO AN EXPIRING STRATEGY MAY ONLY BE
ENTERED TO OFFSET PUBLISHED IMBALANCES.

•LOC ORDERS MAY BE ENTERED ENTERED IN ANY STOCK TO OFFSET PUBLISHED IMBALANCES.
REFER TO PAGE 3 FOR DETAILS.

DETAILED DISCUSSION IS PROVIDED ON THE FOLLOWING PAGES.

The November 17, 1995 expiration Friday pilot stock lists are attached. Please note that only opening
procedures apply to the MidCap-related list.

1. OPENING PROCEDURES

For each monthly expiration, several auxiliary procedures are necessary to integrate stock orders relating to
expiring contracts into NYSE's opening procedures in a manner that assures an efficient market opening in
each stock as close to 9:30 a.m. as possible. The auxiliary opening procedures applicable on November 17,
1995 are:
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1. Order Entry

Stock orders relating to index contracts whose settlement pricing is based upon the November 17, 1995
opening prices must be received by SuperDot or by the specialist by 9:00 a.m.

- These orders may be cancelled or reduced in size. 1 

- Stock orders relating to index contracts whose settlement pricing is not based upon the November 17, 1995
opening prices may be entered after 9:00 a.m.

To facilitate early order entry, SuperDot (1) will begin accepting orders at 7:30 a.m. and (2) will accept market
orders of 30,099 shares or less.

“Limit-at-the-opening” (“limit OPG”) orders are permitted, including delivery through Exchange systems.

- Ordinary limit orders may also be entered.

2. Order Identification

Stock orders relating to opening-price settling contracts must be identified “OPG.”

- Firms entering these orders through SuperDot, but unable to identify orders as “OPG”, may use a unique
branch code or firm identifier (mnemonic) to identify these orders. The NYSE Market Surveillance Division (11
Wall Street, 10th Floor) must be advised of the branch code or identifier by November 20, 1995.

- Firms unable to identify these orders in either way, and firms not using SuperDot, must submit a list of all
these orders and related details to the NYSE Market Surveillance Division by November 20, 1995.

3. Dissemination of Order Imbalances

For any of the pilot stocks and for ten selected S&P MidCap 400 Index stocks (lists attached) having a market
order imbalance of 50,000 shares or more at 9:00 a.m., the NYSE will disseminate the size of the order
imbalance via the low-speed ticker and the news services as promptly as practicable after 9:00 a.m.

4. Dissemination of Indications

Except for the auxiliary procedures described above, all stocks, including the pilot stocks and selected
MidCap stocks, are subject to the regular NYSE opening procedures, including price indications where a
substantial price change is anticipated. Dissemination of an indication is mandatory for an opening which
will result in a price change constituting the lesser of 10% or three points from the prior NYSE close, or five
points if the previous close is $100 or higher, unless the price change is less than one point. Fifteen minutes
must elapse between a first indication and a stock's opening. However, when more than one indication is
necessary, a stock may open (1) five minutes after the last indication when it overlaps the prior indication
(e.g., 51 - 53 overlaps 50 - 52, but does not overlap 53 - 55) and (2) ten minutes after the last indication when
it does not overlap the prior indication, provided that 15 minutes must have elapsed from the dissemination of
the first indication.

2. PROCEDURES RELATING TO THE CLOSE

1. Limit-At-The-Close (“LOC”) Orders

Effective July 28, 1995, LOC orders may be entered in any stock providing that they offset published
imbalances.

Current procedures require MOC imbalances of 50,000 shares or more in the pilot stocks to be published on
the tape as soon as practicable after 3:40 p.m. on expiration days, including expiration Fridays. At that time,
other stocks may also publish MOC imbalances. LOC orders may be entered only if imbalances have been
published and must be entered by 3:55 p.m. On expiration days, LOC orders are irrevocable once entered,
except in the case of legitimate error.
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No LOC orders related to a strategy including any stock index futures, stock index options or options on stock
index futures in expiring contracts may be entered in any stock.

An LOC order is one that is entered for execution at the closing price provided that the closing price is at or
within the limit specified. LOC orders may be entered only to offset published imbalances of market-on-close
(“MOC”) orders. They are prioritized on the specialist's book by time of entry and go behind all other orders
on the specialist's book at that price. LOC orders with prices that are better than the closing prices in the
subject security are guaranteed an execution, unless there is a trading halt in the security. LOC orders at the
closing price are executed in order of time priority with respect to other LOC orders, but are not guaranteed
an execution.

2. Market-On-Close Orders

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. THIS APPLIES
TO MOC ORDERS IN ALL STOCKS, REGARDLESS OF WHETHER SUCH ORDERS RELATE TO A
STRATEGY INVOLVING any stock index futures, stock index options, or options on stock index futures.
These procedures have been filed as a rule with the SEC.

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

3. MOC Order Entry

The cut-off time is 3:40 p.m. for the entry of all MOC orders, regardless of whether they relate to a strategy
including any expiring stock index futures, stock index options or options on stock index futures. This
requirement applies to all stocks not just pilot stocks. Floor brokers representing any MOC orders must
communicate their irrevocable MOC interest to the specialist by 3:40 p.m. These closing procedures will be
implemented with the November 17, 1995 expiration.

To facilitate the determination of order imbalances before the close, no MOC order may be entered in any
stock after 3:40 p.m. except to offset a published imbalance. This will contribute to a more accurate picture,
earlier, of the interest in any stock at the close.

For the limited exception that relates to entry of MOC orders to offset published imbalances, refer to the
material below.

4. Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:40 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will continue to be permitted after 3:40 p.m.

5. Special Procedures on Limitation of Entry of Orders and Publication of Imbalances

You must, as stated above and required for all stocks, enter all MOC orders, by 3:40 p.m. eastern time. It
should be noted that pursuant to the newly amended Rule 13, limit-at-the-close orders may be entered in any
stock for execution on the close, in addition to market-on-close orders.
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As soon as possible after 3:40 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:40 p.m. in the pilot stocks, and other stocks may also publish MOC
imbalances. No MOC or LOC orders will be permitted in any stock that does not publish an imbalance. While
MOC orders previously entered may be cancelled or reduced in size until 3:40 p.m., once a publication of an
imbalance in a stock has been made, any MOC or LOC orders subsequently entered in such stock will be
accepted only to trade on the opposite side of the market in relation to such published imbalance.

The liquidation of positions relating to a strategy involving any stock index futures, stock index options, or
options on stock index futures using MOCorders entered after 3:40 p.m. is not permitted, even if such orders
might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC or LOC orders, the imbalance of MOC orders
published as of 3:40 p.m. may not reflect the imbalance that exists at the close.

6. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance shall, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The specialist may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction should be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they shall be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

7. “G” Orders

Proprietary orders represented pursuant to Section 11(a) (1) (G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a) (1) (G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

80A. Rule 80A

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on the last trade date prior to each month's expiration.

If an MOC index arbitrage order to establish or increase a position is entered, and Rule 80A subsequently
goes into effect, the MOC order must be cancelled, regardless of the time Rule 80A goes into effect. If Rule
80A goes into effect prior to 3:40 p.m., the MOC order may be reentered with the appropriate tick restriction.
If Rule 80A goes into effect after 3:40 p.m., and there is a published imbalance in the subject stock, the MOC
order may be reentered, with the appropriate tick restriction, to offset the imbalance.

8. Due Diligence Requirements
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Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a) (2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. David Fisch at (212) 656-6769 or Ms.
Carol Krusik at (212) 656-4597.

Robert J. McSweeney

Senior Vice President

                                  

Attachments

            

3. Expiration Friday Pilot Stocks - November 17, 1995

  ABT        ABBOTT LABORATORIES

  AXP        AMERICAN EXPRESS COMPANY

  AHP        AMERICAN HOME PRODUCTS CORPORATION

  AIG        AMERICAN INTERNATIONAL GROUP INC.

  T          AMERICAN TELEPHONE AND TELEGRAPH

  AIT        AMERITECH CORP.

  AN         AMOCO CORPORATION
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  BAC        BANKAMERICA CORPORATION

  BEL        BELL ATLANTIC CORPORATION

  BLS        BELLSOUTH CORPORATION

  BA         BOEING COMPANY

  BMY        BRISTOL MYERS SQUIBB COMPANY

  *CCB       CAPITAL CITIES ABC INC.

  CHV        CHEVRON CORPORATION

  C          CHRYSLER CORPORATION HOLDING CO.

  CCI        CITICORP

  KO         COCA-COLA COMPANY

  COL        COLUMBIA HEALTHCARE CORP.

  DOW        DOW CHEMICAL COMPANY

  DD         DU PONT COMPANY

  EK         EASTMAN KODAK COMPANY

  LLY        ELI LILLY AND COMPANY

  XON        EXXON CORPORATION
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  FNM        FEDERAL NATIONAL MORTGAGE ASSOCIATION

  F          FORD MOTOR COMPANY

  GE         GENERAL ELECTRIC COMPANY

  GM         GENERAL MOTORS CORPORATION

  G          GILLETTE COMPANY

  GTE        GTE CORPORATION

  HWP        HEWLETT-PACKARD COMPANY

  HD         HOME DEPOT INC.

  IBM        INTERNATIONAL BUSINESS MACHINES CORP.

  IP         INTERNATIONAL PAPER COMPANY

  JNJ        JOHNSON AND JOHNSON

  MCD        MCDONALDS CORPORATION

  MRK        MERCK AND COMPANY INC.

  MMM        MINNESOTA MINING AND MANUFACTURING

  MOB        MOBIL CORPORATION

  MOT        MOTOROLA INC.
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  NB         NATIONSBANK CORP.

  NYN        NYNEX CORPORATION

  PEP        PEPSICO INC.

  PFE        PFIZER INC.

  MO         PHILIP MORRIS COS. INC.

  PG         PROCTER AND GAMBLE COMPANY

  RD         ROYAL DUTCH PETROLEUM COMPANY

  SGP        SCHERING PLOUGH CORP.

  S          SEARS ROEBUCK AND CO.

  SBC        SOUTHWESTERN BELL CORPORATION

  UN         UNILEVER N.V. ORD SHARES

  WMT        WAL-MART STORES INC.

  DIS        WALT DISNEY COMPANY

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of November 3, 1995
and the 20 Major Market Index stocks. The indicated (*) stock has been added to the list. USW has been
deleted.

        

4. MidCap Index Expiration Friday Stocks - November 17, 1995
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  *AFL       AFLAC Inc.

  AOC        AON Corp.

  SCH        Charles Schwab Corp.

  CMA        Comerica Inc.

  *EMC       EMC Corp.

  BEN        Franklin Resources Inc.

  FRO        Frontier Corp.

  LSI        LSI Logic Corp.

  ODP        Office Depot Inc.

  *TMO       Thermo Electron Corp.

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of November
3, 1995. The indicated (*) stocks have been added to the list. FBS, FFM and GNT have been deleted.

5. MEMORANDUM

Date: November 10, 1995

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) Orders and Limit-at-
the-Close (LOC) Orders

1. Openings

1Q. Can “limit at the opening” (“limit OPG”) orders be entered in the stocks that are not among the
stocks included in the pilot?

1A. Yes. “Limit OPG” orders are permitted in all stocks on expiration Friday. Those orders related to a
strategy in expiring contracts must be entered by 9:00 a.m.

2Q. When can specialists obtain an OARS status request?
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2A. At any time after 7:30 a.m., in any stock. (Specialists should review OARS inquiry, freeze and opening
procedures to avoid problems.)

3Q. Must specialists wait until 9:27 a.m. to start the ITS pre-opening application?

3A. No. ITS Pre-Opening notifications may be issued beginning at 9:00 a.m.

4Q. Are “G” orders to sell short at the market handled differently at the opening than at the close on
expiration day?

4A. Yes, “G” short market orders are covered by two different procedures. At the opening they are handled
as they are on any other day. “G” short market orders must yield to all public limit orders at the lowest valid
short tick. At any higher price the “G” shorts need not yield. At the close, “G” market shorts must yield to all
limit orders at the sale price, even if that price is higher than the first valid short tick.

5Q. How should specialists and Floor Officials handle requests to “hold the opening” in the pilot
stocks?

5A. The Exchange has added auxiliary and early procedures with the express purpose of providing a prompt
opening in all stocks, not just the 50 pilot stocks. Brokers should be told to have their opening interest
represented by 9:30 a.m., and assuming adequate pricing information re: substantial disparity from the close,
all stocks should be opened as quickly after 9:30 as possible.

2. MOC Orders and LOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

2A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

  1. Example #1    200,000 buy MOC

                    50,000 sell MOC

                    50,000 sell plus MOC

                    25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

  2. Example #2    100,000 sell MOC

                    50,000 buy MOC
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                    25,000 buy minus MOC

                    25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000−B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

3Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4-1/2 - last sale 20 3/8

3A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the existing 20 1/2 sell limit orders have
priority over the MOC sell plus and sell short orders which in this case are treated like limit orders. On the
other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the MOC sell plus or sell short
orders are treated as marketable orders which go ahead of the 20 1/2 sell limit orders.

In the case of a MOC buy minus order, if the last sale was a “plus” or “zero plus” tick, all limit orders at 20
1/4 would have priority. If the last sale was a “minus” or “zero minus” tick, the MOC buy minus orders are
marketable and go ahead of the 20 1/4 limit orders.

4Q. Are MOC “short” at-the-close orders permitted?

4A. Firms may enter “short” MOC orders.

5Q. Should brokers in the Crowd give the specialist their MOC orders prior to 3:40 p.m.? How should
they be handled by the specialist?

5A. In all stocks, any brokers in the Crowd handling any MOC orders must either give their orders to the
specialist or communicate their irrevocable interest to the specialist by 3:40 p.m., to allow the specialist to
arrange a closing price.

6Q. Can MOC orders be cancelled after 3:40 p.m.?

6A. Firms may not enter MOC cancellations or reduce MOC orders in size after 3:40 p.m. No broker or
specialist can accept cancellation instructions on any MOC order after 3:40 p.m., except to correct a bona fide
error.

7Q. How are “limit or MOC” orders handled by specialists? How are “working” orders with
instructions to complete MOC handled by brokers?

7A. As with a simple MOC order, specialists and Floor brokers may not accept “limit or MOC” orders
after 3:40 p.m. “Limit or MOC” orders entered with the specialist before 3:40 p.m. will be considered to be
irrevocable MOC orders on the unexecuted portion as of 3:40 p.m., unless cancelled with the specialist prior
to that time.

When a broker represents a “working” order with instructions to complete MOC, by 3:40 p.m., the broker must
either enter a MOC order with the specialist or communicate his or her irrevocable interest to the specialist
with respect to any portion to be executed on a MOC basis. What portion the broker enters/commits would be
based upon the market characteristics of the stock, and his or her reasonable expectation of execution given
market conditions in the stock from 3:40 p.m. to the close.

8Q. Can MOC orders be entered in the pilot stocks if a “No Imbalance” notice is published at 3:40
p.m.?
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8A. No MOC orders may be entered if a “No Imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.

9Q. Are limit-at-the-close (LOC) orders permitted?

9A. Yes. LOC orders are permitted in all stocks. LOC orders may be entered only to offset published
imbalances of market-at-the-close (“MOC”) orders and must be entered by 3:55 p.m. LOC orders are
irrevocable once entered, except in the case of legitimate error.

10Q. What is the priority sequence for execution of LOC orders?

10A. Marketable LOC orders are treated as market orders and must be executed. Such orders include better-
priced (i.e., orders with a limit price better than the closing price) LOC orders to buy and sell long (including
“G” orders) and better-priced LOC orders to sell short or sell plus, if the closing price would represent a
“double plus tick”.

LOC orders limited to the closing price and better-priced LOC orders to sell short and sell plus that could not
be executed at a price lower than the actual close are sequenced by time priority among themselves, but
behind all other orders at the closing price, and may be executed, depending on the size of the imbalance to
be offset.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.
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November 2, 1995

  

Market Surveillance

 NOTE: PLEASE ROUTE TO YOUR COMPLIANCE OFFICER

TO: All Members and Member Organizations/Chief Operating Officers

SUBJECT: Additions to the List of Rules Subject to the Imposition of Fines for Minor Violations Under Rule
476A Procedures

The Securities and Exchange Commission has approved the addition of procedures for entering and
canceling market-at-the-close (“MOC”) orders on non-expiration days and limit-at-the-close (“LOC”) orders
for expiration and non-expiration days to the list of rules for violations of which the Exchange may determine
to impose fines pursuant to the expedited procedures of Rule 476A. The Commission has also approved the
addition of certain options rules to the 476A List. These additions are effective immediately.

The closing procedures for non-expiration days 1   require that all MOC orders be entered, reduced or
canceled no later than 3:50 p.m. As soon as practicable after 3:50 p.m., the specialist must disseminate MOC
order imbalances of 50,000 shares or more in the pilot stocks and stocks being added to or dropped from an
index. Upon the request of a specialist and with the approval of a Floor Official, imbalances of 50,000 shares
or more may be disseminated in any other stock at 3:50 p.m. After 3:50 p.m., MOC orders may be entered
only to offset a published imbalance.

The closing procedures for expiration and non-expiration days allow LOC orders to be entered up to 3:55
p.m., but only to offset a published imbalance of MOC orders in a stock. On expiration days, LOC orders are
irrevocable after 3:40 p.m., while on non-expiration days LOC orders are irrevocable after 3:55 p.m.

The options rules being added include Rules 750(e)(i) and 758(b)(i)(C)(1), which establish maximum bid/ask
spreads which options specialist and Competitive Options Traders may make based on the price of the option
or the bid/ask differential of the underlying security; Rule 780(b)(i), which requires members and member
organizations to indicate final decisions of holders of equity options either to exercise or not exercise expiring
equity options by a specified time; and Rule 780(f), which requires members and member organizations to
make, keep and file with the Exchange records with respect to final exercise decisions made with respect to
options in certain circumstances.

Members are reminded that, notwithstanding the procedures authorized by Rule 476A, the Exchange may,
in any case it deems appropriate, proceed to bring charges and commence a formal disciplinary proceeding
under Rule 476.

The “List of Exchange Rule Violations And Fines Applicable Thereto Pursuant To Rule 476A” and the amount
of fines that may be imposed are contained in Exhibit A.

Questions concerning any matters discussed in this Information Memo may be addressed to Donald Siemer
(212) 656-6940 or Betsy Minkin (212) 656-4841.

Robert J. McSweeney

Senior Vice President

A. Exhibit A
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Additions Underscored

476A. LIST OF EXCHANGE RULE VIOLATIONS AND FINES APPLICABLE THERETO PURSUANT TO RULE 476A

• Rule 15 (ITS and Pre-Opening Applications) and Rule 15A (ITS “Trade-Throughs” and “Locked-Markets”
and ITS Block Trade Policy)

•Violation of the agency provisions of Rule 72(b)

• Rule 79A.30 requirement to obtain Floor Official approval for trades at wide variations from last sale

• Rule 80A(c) and (d) tick requirements for certain orders when the Dow Jones Industrial Average 1   has
moved 50 points from the previous close

•Reporting rule violations (Rule 97.40, 104A.50, 107A.30, 112A.10, 304(h)(2), 312(a), (b) & (c), 313, 345.12,
345.17, 346(c), 351, 421, 440F, G & H and 706)

•Participation in the Specialist Performance Evaluation Questionnaire (SPEQ) Process (Rule 103A)

• Rule 104.10 (Functions of Specialists)

• Rule 104.12 Specialist investment account rule violations

•Specialists' Contact With Listed Companies and Member Organizations (Rule 106)

• Rule 107A.10 RCMM stabilization requirement violations

• Rule 112(d) Competitive Trader stabilization requirement violations

• Rule 116.30 requirements for specialists' stopping stock

•Record retention rule violations (Rules 117, 121, 123, 123A.20, 345.11, 410, 432(a), 440 and 472(c)

•Failure to Time-Record Orders Received at the Specialist's Post (Rule 121) and Failure to Time-Record
Orders received at a Member's Booth from off the Floor (Rule 123)

•Failure of a member or member organization to use standardized Floor stationery as required by Rule
123A.23

•Percentage Orders (Rule 123A.30)

• Rule 123A.40 requirement to obtain Floor Official approval for election of stop orders

•Failure to collect and/or submit all audit trail data specified in Rule 132

• Rule 134(c) and (e) requirement to comply with specified QT procedures and time periods

•Failure to Obtain Exchange Approval Rule Violations (Rules 312(h) & (i), 342(c), 342.10, 346(e) and (f),
382(a) and 791(c))

•Failure of a member organization to have individuals responsible and qualified for the positions of Financial
Principal, Operations Principal, Compliance Official, Branch Office Manager and Supervisory Analyst (Rules
342(b), (d) & .13, 311(b)(5) and 344)

• Rule 343 requirements relating to member organization office sharing arrangements

•Failure of a member organization to have individuals responsible and qualified for the positions of Securities
Lending Supervisor and Securities Trader Supervisor (Rule 345(a))

•Failure to obtain employer's prior written consent for engaging in an outside activity as required by Rule
346(b)

•Guaranteeing a customer's account against loss or sharing in profits or losses as prohibited by Rule 352(b)
and (c)

• Rule 387 requirements for customer COD/POD transactions

• Rule 407 requirements for transactions of employees of the Exchange, members or member organizations
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• Rule 408(a) requirement that written authorization be obtained for discretionary power in a customer's
account

• Rule 410A requirements for automated submission of trading data

• Rule 410B requirements to report transactions in Exchange listed securities not otherwise reported to the
Consolidated Tape

•Failure to transfer a customer securities account in accordance with the requirements of Rule 412 and the
interpretations thereunder

• Rule 440B short sale rule violations

• Rule 440C failure to deliver against a short sale without diligent effort to borrow

• Rules 451 and 452 requirements relating to transmission of proxy material and authorizing the giving of
proxies

•Failure to submit books and records or to furnish information on the date or within the time period that the
Exchange requires (Rule 476(a)(11))

• Rules 704 and 705 options position limits and exercise limits

•Failure of a member organiza tion to have individuals responsible and qualified for the positions of
Registered Options Principal, Senior Registered Options Principal and Compliance Registered Options
Principal (Rules 720 and 722(b))

• Rule 726 options disclosure document and prospectus delivery requirement violations

• Rule 750(e)(i) requirement for options specialists to establish bid/ask spreads no greater than the maximum
permitted Competitive Options Traders, based on the price of the option or the bid/ask differential of the
underlying security

• Rule 758(b)(i)(C)(1) requirement for Competitive Options Traders to establish bid/ask spreads no greater
than the maximum permitted, based on the price of the option or the bid/ask differential of the underlying
security

• Rule 758(b)(ii)(A) limitations on principal/agency trading of a Competitive Options Trader

• Rule 762 requirements to file option trade information

• Rule 780(b)(i) requirement for members and member organizations to indicate final decisions of holders of
equity options either to exercise or not to exercise expiring equity options by a specified time

• Rule 780(f) requirement for members and member organizations to make, keep and file with the Exchange
records concerning final exercise decisions made with respect to options in certain circumstances

• Rule 780.10(b) requirement to deliver “exercise advice”

• Rule 781 allocation of exercise assignment notice violations

•Violations of Exchange policies regarding procedures to be followed in delayed opening situations

•Failure to adhere to entry and cancellation procedures for limit-at-the-close and market-at-the-close orders
on non-expiration days, expiration Fridays and quarterly expiration days.

•Failure of new member to adhere to order execution supervision procedures during period the member is
required to wear a temporary badge

   Fine Amount            Individual   Member Organization

      First Time Fined    $0,500       $1,000
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   \2/Second Time Fined   $1,000       $2,500

   \2/Subsequent Fines    $2,500       $5,000

   \2/Within a “rolling” 12-month period.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Members and member organizations are reminded that MOC order entry and cancellation procedure for
expiration days are already subject to the procedures of Rule 476A.

1  "Dow Jones Industrial Average" is a service of Dow Jones & Co., Inc.
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October 25, 1995

  

Member Firm Regulation

 TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, CHIEF FINANCIAL OFFICER, LEGAL
AND COMPLIANCE DEPARTMENTS

SUBJECT: DEPARTMENT OF TREASURY LIST OF SPECIFICALLY DESIGNATED NARCOTICS
TRAFFICKERS

On October 21, 1995 an Executive Order entitled “Blocking Assets and Prohibiting Transactions with
Significant Narcotics Traffickers” was signed by President Clinton (the “Order”). Such Order blocks the
property and interests in property of specified individuals and entities and prohibits certain transactions and
dealings relating to such individuals and entities. The attached Release produced by the U.S. Department of
Treasury's Office of Foreign Assets Control designates the persons/entities blocked pursuant to the Order.

In that this Order and list may have a direct impact on the practices and procedures of Exchange members
and member organizations, it is important that you carefully review the attached document. Members and
member organizations should also review their current policies and procedures to ensure compliance with the
Order and effectively communicate such requirements to all necessary personnel.

The Office of Foreign Assets Control has a “hotline” for compliance inquiries which members and member
organizations should utilize if there are any questions. That hotline number is (202) 622-2490.

Salvatore Pallante

Senior Vice President

DEPARTMENT OF THE TREASURY

Office of Foreign Assets Control

1. List of Specially Designated Narcotics Traffickers

AGENCY: Office of Foreign Assets Control, Treasury.

ACTION: Notice of blocking.

SUMMARY: The Treasury Department is issuing a list of 80 blocked persons who have been designated by
the President for their significant role in international narcotics trafficking centered in Colombia, or have been
determined by the Secretary of the Treasury, in consultation with the Attorney General and the Secretary
of State, either to have materially assisted in or provided financial or technological support for, or goods or
services in support of, the narcotics trafficking activities of other blocked persons on the list, or to be owned or
controlled by, or to act for or on behalf of, other blocked persons on the list.

EFFECTIVE DATE: October 23, 1995.

FOR FURTHER INFORMATION CONTACT: Office of Foreign Assets Control, Department of the Treasury,
1500 Pennsylvania Ave. NW., Washington, DC 20220; Tel.: (202) 622-2420.

SUPPLEMENTARY INFORMATION:
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1. Electronic Availability

This document is available as an electronic file on The Federal Bulletin Board the day of publication in the
Federal Register. By modem, dial 202/512-1387 and type “/GO FAC,” or call 202/512-1530 for disks or
paper copies. This file is available for downloading in WordPerfect, ASCII, and Adobe Acrobat TM readable
(1.PDF) formats. The document is also accessible for downloading in ASCII format without charge from
Treasury's Electronic Library (“TEL”) in the “Business, Trade and Labor Mall” of the FedWorld bulletin board.
By modem dial 703/321-3339, and select self-expanding file “T11FR00.EXE” in TEL. For Internet access, use
one of the following protocols: Telnet=fedworld.gov (192.239.93.3); World Wide Web (Home Page)= http://
www.fedworld.gov; FTP=ftp.fedworld.gov (192.239.92.205).

2. Background

On October 21, 1995, President Clinton signed Executive Order 12978, “Blocking Assets and Prohibiting
Transactions with Significant Narcotics Traffickers” (the “Order”).

The Order blocks all property subject to U.S. jurisdiction in which there is any interest of four principal figures
in the Cali drug cartel who are listed in the annex to the Order. In addition, the Order blocks the property and
interests in property of foreign persons determined by the Secretary of the Treasury, in consultation with the
Attorney General and the Secretary of State, (a) to play a significant role in international narcotics trafficking
centered in Colombia, or (b) to materially assist in or provide financial or technological support for, or goods
or services in support of, persons designated in or pursuant to the Order. In addition, the Order blocks all
property and interests in property subject to U.S. jurisdiction of persons determined by the Secretary of the
Treasury, in consultation with the Attorney General and the Secretary of State, to be owned or controlled by,
or to act for or on behalf of, persons designated in or pursuant to the Order (collectively “Specially Designated
Narcotics Traffickers” or “SDNTs”).

The Order further prohibits any transaction or dealing by a United States person or within the United States
in property or interests in property of SDNTs, and any transaction that evades or avoids, has the purpose of
evading or avoiding, or attempts to violate, the prohibitions contained in the Order.

Designations of foreign persons blocked pursuant to the Order are effective upon the date of determination by
the Director of the Office of Foreign Assets Control, acting under authority delegated by the Secretary of the
Treasury. Public notice of blocking is effective upon the date of filing with the Federal Register, or upon prior
actual notice.

3. Specially Designated Narcotics Traffickers

1. Principal Individuals:

HERRERA BUITRAGO, Helmer (a.k.a. “Pacho”; a.k.a. “H7”), DOB: 24 August 1951; alt. DOB: 5 July 1951;
Passport: J287011 (Colombia); Cedula No. 16247821 (Colombia); Cali, Colombia.

RODRIGUEZ OREJUELA, Gilberto, (a.k.a. “The Chess Player”; a.k.a. “Lucas”), DOB: 31 January 1939;
Passports: T321642 (Colombia), 77588 (Argentina), 10545599 (Venezuela); Cedula No. 6068015 (Colombia);
Cali, Colombia.

RODRIGUEZ OREJUELA, Miguel Angel, (a.k.a. “El Senor”; a.k.a. “Patricia”; a.k.a. “Patricio”; a.k.a.
“Patty”; a.k.a. “Pat”; a.k.a. “Manuel”; a.k.a. “Manolo”; a.k.a. “Mike”; a.k.a. “Mauro”; a.k.a. “Doctor
M.R.O.”), DOB: 23 November 1943; alt. DOB: 15 August 1943; Cedula No. 6095803 (Colombia); Casa No.
19, Avenida Lago, Ciudad Jardin, Cali, Colombia.

SANTACRUZ LONDONO, Jose, (a.k.a. “Chepe”; a.k.a. “Don Chepe”; a.k.a. “El Gordo Chepe”; a.k.a.
“07”), DOB: 1 October 1943; Passport: AB149814 (Colombia); Cedula No. 14432230 (Colombia); Cali,
Colombia.
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2. Entities:

AUREAL INMOBILIARIA LTDA., Avenida 7 No. 112-38 of. 104, Bogota, Colombia.

CARS & CARS LTDA., (a.k.a. COMERCIALIZADORA INTEGRAL LTDA.; a.k.a. PROYECTO CARS &
CARS; a.k.a. CENTRO COMERCIAL DEL AUTOMOVIL), Avenida Roosevelt entre carreras 38 y 38A
esquinas, Cali, Colombia.

DISTRIBUIDORA DE DROGAS CONDOR LTDA., (a.k.a. CONDOR), Calle 10 No. 32A-64, Bogota,
Colombia; Calle 68 52-05, Bogota, Colombia.

DISTRIBUIDORA DE DROGAS LA REBAJA S.A., (a.k.a. DROGAS LA REBAJA; a.k.a. DISTRIBUIDORA
DE DROGAS LA REBAJA PRINCIPAL S.A.), Calle 10 No. 4-47 Piso 19, Cali, Colombia; Calle 18 121-130,
Cali, Colombia; Calle 14 6-66, Cali, Colombia; Carrera 7 13-132 piso 4, Cali, Colombia; Carrera 7A 14-25
piso 2, Cali, Colombia; Carrera 10 11-71, Cali, Colombia; Carrera 99 No. 46 A-10 Bdg 6 y 8, Bogota,
Colombia.

DISTRIBUIDORA MIGIL LTDA., (a.k.a. MIGIL; a.k.a. DISTRIBUIDORA MIGIL CALI S.A.; f.k.a.
DISTRIBUIDORA MIGIL BOGOTA LTDA.), Calle 5C 41-30, Cali, Colombia; Carrera 26 5B-65, Cali,
Colombia; Carrera 30-5-12, Cali, Colombia.

DROGAS LA REBAJA BARRANQUILLA S.A., Avenida Pedro Heredia, Barranquilla, Colombia; Local
Cerete, Barranquilla, Colombia; Local de Riohacha, Barranquilla, Colombia.

DROGAS LA REBAJA BUCARAMANGA S.A., Local No. 1, Bucaramanga, Colombia; Local No. 1, Cucuta,
Colombia; Local No. 2, Cucuta, Colombia; Local No. 6, Cucuta, Colombia; Local No. 7, Cucuta, Colombia;
Local No. 9, Cucuta, Colombia; Local 201, Valledupar, Colombia.

DROGAS LA REBAJA CALI S.A., Barrio Siloe, Cali, Colombia; Calle 13 #6-85, Cali, Colombia; Calle 3
#4-02 B/Ventura, Cali, Colombia; Local Comuneros No. 20, Cali, Colombia; Local del Poblado No. 17, Cali,
Colombia; Santander de Quilichao, Cali, Colombia.

DROGAS LA REBAJA NEIVA S.A., Neiva, Colombia.

DROGAS LA REBAJA PASTO S.A., Calle 18 #26-40, Pasto, Colombia; Local No. 6, Pasto, Colombia; Local
No. 13, Puerto Asis, Colombia.

DROGAS LA REBAJA PEREIRA S.A., Local Cajamarca, Pereira, Colombia; Local Dos Quebradas, Pereira,
Colombia; Local Santa Rosa de Cabal, Pereira, Colombia; Local la Virginia, Pereira, Colombia.

GANADERA LTDA., (a.k.a. GANADERIA), Carrera 4 12-41 piso 15, Edificio Seguros Bolivar, Cali,
Colombia.

GRUPO SANTA LTDA., Calle 18 106-98 of. 20 1/202, Cali, Colombia; Carrera 4 12-41 piso 14 y 15, Edificio
Seguros Bolivar, Cali, Colombia; Carrera 84 17-29, Cali, Colombia.

HACIENDA LA NOVILLERA, (a.k.a. NOVILLERA; a.k.a. NOVILLERA GANADERA), Carrera 4 12-41 piso
15, Edificio Seguros Bolivar, Cali, Colombia; Paso de la Bolsa, Jamundi, Valle del Cauca, Colombia.

HACIENDA SANDRANA, (a.k.a. SANDRANA; a.k.a. SANDRANA GANADERA), Carrera 4 12-41 piso 15,
Edificio Seguros Bolivar, Cali, Colombia; San Pedro, Valle del Cauca, Colombia.

INMOBILIARIA AURORA LTDA., Avenida Canasgordas con Avenida Guali Casa 35, Cali, Colombia;
Carrera 4 12-41 piso 15, Edificio Seguros Bolivar, Cali, Colombia; Carrera 24F Oeste 3-70, Cali, Colombia;
Carrera 38A No. 5E-31, Edificio Conquistadores, Cali, Colombia.

INMOBILIARIA SAMARIA LTDA., Calle 13 3-32 piso 13, Cali, Colombia; Calle 13A 64-50 F201, Cali,
Colombia; Calle 18, No. 106-98 of. 20 1/202, Cali, Colombia; Carrera 4 12-41 piso 15, Edificio Seguros
Bolivar, Cali, Colombia.

INTERCREDITOS S.A., (a.k.a. INTERCREDITOS BOGOTA), Bogota, Colombia; (a.k.a. INTERCREDITOS
CALI), Avenida Roosevelt No. 38-32, piso 2, Cali, Colombia.
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INVERSIONES ARA LTDA., Avenida 4N 6N-67 of. 601, Cali, Colombia; Avenida 6AN 18-69 1-128, Cali,
Colombia; Avenida 6AN 23DN-16 of. 402, Cali, Colombia; Club El Remanso, Jamundi, Colombia.

INVERSIONES EL PASO LTDA., (f.k.a. INVERSIONES NEGOAGRICOLA S.A.), Carrera 4 No. 12-41 of.
1403, Cali, Colombia.

INVERSIONES INTEGRAL Y CIA., Calle 16B No. 114-80 Casa 2, Cali, Colombia; Carrera 2 Oeste 5-46 apt./
of. 503, Cali, Colombia.

INVERSIONES MIGUEL RODRIGUEZ E HIJO, Avenida 4N 6N-67 of. 601, Cali, Colombia; Avenida 6N
23DN-16 of. 202, 301, 302, 401, 402, Cali, Colombia.

INVERSIONES SANTA LTDA., (f.k.a. INVERSIONES Y CONSTRUCCIONES SANTA LIMITADA), Calle
5 66B-49 piso 3, Cali, Colombia; Calle 5 Oeste 3A-26 apt/of 103, 301, 404, 502, 503, Cali, Colombia; Calle
7 Oeste 25-48, Cali, Colombia; Calle 9 No. 46-69 of. 302, Cali, Colombia; Calle 13 3-32 piso 14, Cali,
Colombia; Carrera 2 Oeste 5-46 of 502, Cali, Colombia; Carrera 4 12-41 piso 14, Edificio Seguros Bolivar,
Cali, Colombia; Carrera 4 12-41 piso 15, Edificio Seguros Bolivar, Cali, Colombia.

LABORATORIOS BLAIMAR DE COLOMBIA S.A., (a.k.a. BLAIMAR), Calle 12B 27 39, Bogota, Colombia.

LABORATORIOS KRESSFOR DE COLOMBIA S.A., (a.k.a. KRESSFOR), Calle 16 28A 51, Bogota,
Colombia; Calle 16 28A 57, Bogota, Colombia; Calle 17 28A-43, Bogota, Colombia; Calle 17A 28 43, Bogota,
Colombia.

PREVIA S.A., (a.k.a. PREVENCION Y ANALISIS DE RIESGOS), Carrera 3 No. 10-20 of. 202, Cali,
Colombia; Carrera 3 No. 12-40 of. 504, Cali, Colombia.

SAMARIA ARRENDAMIENTO, Cali, Colombia.

SAMARIA CANAS, Cali, Colombia.

SAMARIA INTERESES, Cali, Colombia.

SAMARIA LTDA., Cali, Colombia.

SAMARIA TIERRAS, Cali, Colombia.

SANDRANA CANAS, Cali, Colombia.

SOCIEDAD CONSTRUCTORA LA CASCADA S.A., (a.k.a. CONSTRUCTORA CASCADA), Calle 1A
62A-120, Cali, Colombia; Calle 1A 62A-120 B2 108, Cali, Colombia; Calle 1A 62A-120 2305, Cali, Colombia;
Calle 1A 62A-120 2418, Cali, Colombia; Calle 1A 62A-120 4114, Cali, Colombia; Calle 1A 62A-120 6245,
Cali, Colombia; Calle 13 3-32 piso 12 y piso 14, Cali, Colombia; Carrera 4 12-41 of. 1401, Cali, Colombia;
Carrera 4 No. 12-41 of. 1403, Cali, Colombia; Carrera 64 1C-63, Cali, Colombia; Carrera 64 1B-83, Cali,
Colombia.

3. Other Individuals:

ARBELAEZ PARDO, Amparo, DOB: 9 November 1950; alt. DOB: 9 August 1950; Passports: AC568973
(Colombia), PE001850 (Colombia); Cedula No. 31218903 or 31151067 (Colombia); Casa No. 19, Avenida
Lago, Ciudad Jardin, Cali, Colombia; c/o INVERSIONES ARA LTDA., Cali, Colombia; c/o LABORATORIOS
KRESSFOR DE COLOMBIA S.A., Bogota, Colombia.

ARLONE FACELLI, Roberto, Cedula No. 16632415 (Colombia); c/o DISTRIBUIDORA DE DROGAS
CONDOR S.A., Bogota, Colombia.

BORRERO Q., Hector Fabio, c/o INMOBILIARIA SAMARIA LTDA., Cali, Colombia; c/o INVERSIONES
SANTA LTDA., Cali, Colombia; c/o SOCIEDAD CONSTRUCTORA LA CASCADA S.A., Cali, Colombia.

CALDERON RODRIGUEZ, Solange, c/o INMOBILIARIA AURORA LTDA., Cali, Colombia; c/o
INVERSIONES SANTA LTDA., Cali, Colombia; c/o SOCIEDAD CONSTRUCTORA LA CASCADA S.A., Cali,
Colombia.
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CARDONA OCHOA, Carlos Julio, Cedula No. 7524996 (Colombia); c/o AUREAL INMOBILIARIA LTDA.,
Bogota, Colombia; c/o GRUPO SANTA LTDA., Cali, Colombia.

CASTRO DE SANTACRUZ, Amparo, DOB: 13 January 1948; alt. DOBs: 13 January 1946, 14 April 1959,
14 April 1957; SSN 150-50-6323; Passports: PE027370 (Colombia), AA429676 (Colombia); Cedula No.
38983611 (Colombia); c/o INMOBILIARIA SAMARIA LTDA., Cali, Colombia; c/o INVERSIONES EL PASO
LTDA., Cali, Colombia; c/o INVERSIONES SANTA LTDA., Cali, Colombia; c/o SAMARIA LTDA., Cali,
Colombia.

CAVIEDES CRUZ, Leonardo, DOB: 23 November 1952; Passports: AB151486 (Colombia), AC444270
(Colombia), OC444290 (Colombia); Cedula No. 16593470 (Colombia); c/o INVERSIONES SANTA LTDA.,
Cali, Colombia.

DAZA QUIROA, Hugo Carlos, Cedula No. 19236485 (Colombia); c/o DISTRIBUIDORA DE DROGAS
CONDOR LTDA., Bogota, Colombia; c/o LABORATORIOS KRESSFOR DE COLOMBIA S.A., Bogota,
Colombia.

DONNEYS GONZALEZ, Federico, c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota, Colombia.

ESTRADA URIBE, Octavio, c/o GRUPO SANTA LTDA., Cali, Colombia; c/o SOCIEDAD CONSTRUCTORA
LA CASCADA S.A., Cali, Colombia.

GIL OSORIO, Alfonso, DOB: 17 December 1946; alt. DOB: 17 December 1940; Passports: 14949229
(Colombia), 14949279 (Colombia), 14949289 (Colombia), AC342060 (Colombia); Cedula No. 14942279
or 14949279 (Colombia); c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota, Colombia; c/
o DISTRIBUIDORA DE DROGAS LA REBAJA S.A., Bogota, Colombia; c/o DISTRIBUIDORA MIGIL
LTDA., Cali, Colombia; c/o LABORATORIOS BLAIMAR DE COLOMBIA S.A., Bogota, Colombia; c/o
LABORATORIOS KRESSFOR DE COLOMBIA S.A., Bogota, Colombia.

GOMEZ V., Manuel Antonio, Cedula No. 7921814 (Colombia); c/o GANADERA LTDA., Cali, Colombia.

GUTIERRES C., Alvaro (a.k.a. GUTIERREZ C., Alvaro), DOB: 9 May 1942; Cedula No. 14966562
(Colombia); c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota, Colombia;

GUTIERREZ CANCINO, Fernando Antonio, DOB: 4 December 1941; Cedula No. 6089071 (Colombia); c/
o DISTRIBUIDORA DE DROGAS LA REBAJA, S.A., Bogota, Colombia; c/o LABORATORIOS BLAIMAR
DE COLOMBIA S.A., Bogota, Colombia; c/o LABORATORIOS KRESSFOR DE COLOMBIA S.A., Bogota,
Colombia.

GUTIERREZ LOZANO, Ana Maria, DOB: 1972; Cedula No. 39783954 or 39783975 (Colombia); c/o
LABORATORIOS KRESSFOR DE COLOMBIA S.A., Bogota, Colombia.

GUTIERREZ LOZANO, Juan Pablo, DOB: 11 April 1972; Passport: AC480604 (Colombia); Cedula No.
79570028 (Colombia); c/o LABORATORIOS KRESSFOR DE COLOMBIA S.A., Bogota, Colombia.

HOLGUIN SARRIA, Alvaro, Cedula No. 14950269 or 18950260 (Colombia); c/o DISTRIBUIDORA DE
DROGAS CONDOR LTDA., Bogota, Colombia; c/o DISTRIBUIDORA MIGIL LTDA., Cali, Colombia.

IDARRAGA ORTIZ, Jaime, Cedula No. 8237011 (Colombia); c/o DISTRIBUIDORA DE DROGAS CONDOR
LTDA., Bogota, Colombia; c/o DISTRIBUIDORA DE DROGAS LA REBAJA S.A., Bogota, Colombia; c/
o DISTRIBUIDORA MIGIL LTDA., Cali, Colombia; c/o LABORATORIOS BLAIMAR DE COLOMBIA S.A.,
Bogota, Colombia.

IZQUIERDO OREJUELA, Patricia, Cedula No. 41594424 (Colombia); c/o LABORATORIOS KRESSFOR DE
COLOMBIA S.A., Bogota, Colombia.

LOZANO DE GOMEZ, Zilia, Cedula No. 41577886 (Colombia); c/o LABORATORIOS KRESSFOR DE
COLOMBIA S.A., Bogota, Colombia.
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LOZANO CANCINO DE GUTIERREZ, Maria Gladys, (a.k.a. LOZANO DE GUTIERREZ, Gladys), DOB: 19
October 1948; Cedula No. 41444092 (Colombia); c/o LABORATORIOS KRESSFOR DE COLOMBIA S.A.,
Bogota, Colombia.

MAZUERO ERAZO, Hugo, DOB: 17 July 1936; alt. DOB: 1945; Cedula No. 2445590 (Colombia); c/o
GRUPO SANTA LTDA., Cali, Colombia; c/o INVERSIONES SANTA LTDA., Cali, Colombia; c/o SOCIEDAD
CONSTRUCTORA LA CASCADA S.A., Cali, Colombia.

MOGOLLON RUEDA, Eduardo, DOB: 5 February 1953; Cedula No. 19149691 or 19194691 (Colombia); c/o
DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota, Colombia.

MONDRAGON DE RODRIGUEZ, Mariela, DOB: 12 April 1935; Passport: 4436059 (Colombia); Cedula No.
29072613 (Colombia); c/o LABORATORIOS KRESSFOR DE COLOMBIA S.A., Bogota, Colombia.

MUNOZ RODRIGUEZ, Juan Carlos, DOB: 25 September 1964; Passport: 16703148 (Colombia); Cedula
No. 16703148 (Colombia); c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota, Colombia; c/
o DISTRIBUIDORA DE DROGAS LA REBAJA, S.A., Bogota, Colombia; c/o DISTRIBUIDORA MIGIL
LTDA., Cali, Colombia; c/o LABORATORIOS BLAIMAR DE COLOMBIA S.A., Bogota, Colombia; c/o
LABORATORIOS KRESSFOR DE COLOMBIA S.A., Bogota, Colombia.

MUNOZ RODRIGUEZ, Soraya, DOB: 26 July 1967; Passport: AC569012 (Colombia); Cedula 31976822
(Colombia); c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota, Colombia; c/o DISTRIBUIDORA
DE DROGAS LA REBAJA S.A., Bogota, Colombia; c/o DISTRIBUIDORA MIGIL LTDA., Cali, Colombia; c/o
LABORATORIOS BLAIMAR DE COLOMBIA S.A., Bogota, Colombia; c/o LABORATORIOS KRESSFOR DE
COLOMBIA S.A., Bogota, Colombia .

PINZON, Marco Antonio, Cedula No. 17801803 (Colombia); c/o DISTRIBUIDORA DE DROGAS CONDOR
LTDA., Bogota, Colombia.

RAMIREZ LIBREROS, Gladys Miriam, DOB: 20 November 1945; Passport: 38974109 (Colombia); Cedula
No. 38974109 (Colombia); c/o DISTRIBUIDORA DE DROGAS LA REBAJA S.A., Bogota, Colombia.

RIZO, Diego, Cedula No. 144483334 (Colombia); c/o DISTRIBUIDORA MIGIL LTDA., Cali, Colombia.

RODRIGUEZ ABADIA, William, DOB: 31 July 1965; Cedula No. 16716259 (Colombia); c/o
DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota, Colombia; c/o DISTRIBUIDORA DE DROGAS LA
REBAJA S.A., Bogota, Colombia; c/o DISTRIBUIDORA MIGIL LTDA., Cali, Colombia; c/o LABORATORIOS
BLAIMAR DE COLOMBIA S.A., Bogota, Colombia; c/o LABORATORIOS KRESSFOR DE COLOMBIA, S.A.,
Bogota, Colombia.

RODRIGUEZ ARBELAEZ, Carolina, DOB: 17 May 1979; c/o INVERSIONES ARA LTDA., Cali, Colombia.

RODRIGUEZ ARBELAEZ, Maria Fernanda, DOB: 28 November 1973; alternate DOB: 28 August 1973;
Passport: AC568974 (Colombia); Cedula No. 7382804819 (Colombia); c/o DISTRIBUIDORA DE DROGAS
LA REBAJA S.A., Bogota, Colombia.

RODRIGUEZ MONDRAGON, Humberto, DOB: 21 June 1963; Passport: AD387757 (Colombia); Cedula
No. 16688683 (Colombia); c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota, Colombia; c/
o DISTRIBUIDORA DE DROGAS LA REBAJA S.A., Bogota, Colombia; c/o DISTRIBUIDORA MIGIL
LTDA., Cali, Colombia; c/o LABORATORIOS BLAIMAR DE COLOMBIA S.A., Bogota, Colombia; c/o
LABORATORIOS KRESSFOR DE COLOMBIA, S.A., Bogota, Colombia.

RODRIGUEZ MONDRAGON, Jaime, Cedula No. 16637592 (Colombia); c/o DISTRIBUIDORA DE
DROGAS CONDOR LTDA., Bogota, Colombia; c/o DISTRIBUIDORA DE DROGAS LA REBAJA S.A.,
Bogota, Colombia; c/o DISTRIBUIDORA MIGIL LTDA., Cali, Colombia; c/o LABORATORIOS BLAIMAR
DE COLOMBIA S.A., Bogota, Colombia; c/o LABORATORIOS KRESSFOR DE COLOMBIA S.A., Bogota,
Colombia.
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RODRIGUEZ MONDRAGON, Maria Alexandra, (a.k.a. RODRIGUEZ MONDRAGON, Alexandra), DOB: 30
May 1969; alt. DOB: 5 May 1969; Passport: AD359106 (Colombia); Cedula No. 66810048 (Colombia); c/o
DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota, Colombia; c/o DISTRIBUIDORA DE DROGAS LA
REBAJA S.A., Bogota, Colombia; c/o LABORATORIOS BLAIMAR DE COLOMBIA S.A., Bogota, Colombia.

RODRIGUEZ OREJUELA DE GIL, Amparo, DOB: 13 March 1949; Passport: AC342062 (Colombia); Cedula
No. 3121877003 (Colombia); c/o DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota, Colombia; c/
o DISTRIBUIDORA MIGIL LTDA., Cali, Colombia; c/o LABORATORIOS BLAIMAR DE COLOMBIA S.A.,
Bogota, Colombia; c/o LABORATORIOS KRESSFOR DE COLOMBIA S.A., Bogota, Colombia.

RODRIGUEZ OREJUELA DE MUNOZ, Haydee, (a.k.a. RODRIGUEZ OREJUELA DE ROJAS, Haydee),
DOB: 22 September 1940; Cedula No. 38953333 (Colombia); c/o DISTRIBUIDORA DE DROGAS CONDOR
LTDA., Bogota, Colombia; c/o DISTRIBUIDORA MIGIL LTDA., Cali, Colombia.

RODRIGUEZ RAMIREZ, Claudia Pilar, DOB: 30 June 1963; alt. DOB: 30 August 1963; alt. DOB:
1966; Passports: 007281 (Colombia), P0555266 (Colombia); Cedula No. 51741013 (Colombia); c/o
DISTRIBUIDORA DE DROGAS CONDOR LTDA., Bogota, Colombia; c/o DISTRIBUIDORA DE DROGAS LA
REBAJA S.A., Bogota, Colombia; c/o DISTRIBUIDORA MIGIL LTDA., Cali, Colombia; c/o LABORATORIOS
KRESSFOR DE COLOMBIA S.A., Bogota, Colombia.

SANTACRUZ CASTRO, Ana Milena, DOB: 31 March 1965; Passports: 31929808 (Colombia), AB151189
(Colombia); Cedula No. 31929808 (Colombia); c/o AUREAL INMOBILIARIA LTDA., Bogota, Colombia; c/
o INMOBILIARIA SAMARIA LTDA., Cali, Colombia; c/o INVERSIONES EL PASO LTDA., Cali, Colombia;
c/o INVERSIONES SANTA LTDA., Cali, Colombia; c/o SAMARIA LTDA., Cali, Colombia; c/o SOCIEDAD
CONSTRUCTORA LA CASCADA S.A., Cali, Colombia.

SANTACRUZ CASTRO, Sandra, DOB: 28 September 1973; SSN 090-80-3433; Passports: 043827307
(United States), D1690693 (United States), 100330728 (United States), J24728201 (Country unknown); c/o
INMOBILIARIA SAMARIA LTDA., Cali, Colombia.

TORRES CORTES, Joselin, Cedula No. 19482747 (Colombia); c/o AUREAL INMOBILIARIA LTDA., Bogota,
Colombia.

VILLALOBOS, Luis E., Cedula No. 14875020 (Colombia); c/o DISTRIBUIDORA DE DROGAS CONDOR
LTDA., Bogota, Colombia.

ZABALETA SANDOVAL, Nestor, DOB: 1927; Cedula No. 20305353 (Colombia); Passports: 1690693
(United States), 100330728 (United States), J24728201 (Country unknown); c/o LABORATORIOS
KRESSFOR DE COLOMBIA S.A., Bogota, Colombia; c/o INMOBILIARIA SAMARIA LTDA., Cali, Colombia.

Dated: October 23, 1995

R. Richard Newcomb,

Director, Office of Foreign Assets Control.

Approved: October 23, 1995

John P. Simpson

Deputy Assistant Secretary (Regulatory, Tariff & Trade Enforcement).

[FR Doc. 95-26555 Filed 10-23-95; 11:21 am]

BILLING CODE 4810-25-F

Copyright 2019, NYSE Group, Inc. All rights reserved.
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October 23, 1995

  

Member Firm Regulation

 PLEASE ROUTE TO TRAINING, COMPLIANCE/LEGAL AND REGISTRATION DEPARTMENTS.

TO: Members and Member Organizations

ATTENTION: Managing Partners/Chief Executive Officers/Branch Managers and Training and Human
Resources Directors

SUBJECT: REMINDER - Consequences of Failure to Complete Continuing Education Program Regulatory
Element Requirements

Exchange Rule 345A (See Information Memorandum No. 95-11, dated March 23, 1995) requires that persons
registered 10 years or less as of July 1, 1995 satisfy the requirements of the Regulatory Element of the
continuing Education Program within 120 calendar days after the second, fifth, and tenth anniversaries of
their initial securities registration date. Persons, regardless of anniversary date, who have been the subject

of a significant disciplinary action 1   during the past ten years or become subject to a significant disciplinary
action are also subject to the Regulatory Element program requirements. The program requirements are
satisfied by completing a prescribed computer-based training program.

To date, a significant number of registered persons have deferred scheduling appointments for
and completing the Regulatory Element until the last 30 days of the 120-day time period. Member
organizations are reminded that registered persons who do not satisfy the Regulatory Element
requirements may not perform, or be compensated for, any activity that requires a securities
registration. The registration status of persons who do not complete the required computer-based
training program within prescribed time frames will be deemed inactive until such time as the
requirements of the program have been satisfied. The Exchange will not as a matter of practice grant
extensions to persons failing to satisfy the program requirements within the 120-day time frame.

Member organizations should encourage their registered persons to schedule appointments for and
complete the required Regulatory Element computer-based training program as early as possible in
the 120-day time period. This should reduce instances in which a person's registration will be deemed
inactive due to inability to schedule an appointment to complete the required training.

Member organizations are notified of those persons required to complete the Regulatory Element by the CRD
system through an advisory message. The NYSE Qualifications and Registration Department will send the
notices to those member organizations with registered persons not in the CRD system. The first notice is sent
30 days before the initial registration anniversary date, which is the beginning of the 120-day period allowed
for completion. Another notice is sent 30 days before the end of the 120-day period.

Each member organization will also receive monthly summary status reports of registered persons at the
firm currently subject to the requirements of the program (e.g., Requirements Summary for those currently
in the 120-day window for completion, Completion Summary identifying those who have completed the
requirement within the last 30 days, and an Inactive Summary for those persons who have failed to complete
the requirements within the 120-day window).

For purposes of Rule 345A, “registered person” means any member, allied member, registered representative
or other person registered or required to be registered under Exchange rules, but does not include any
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such person whose activities are limited solely to the transaction of business on the Floor with members or
registered broker-dealers, unless such person's registration permits the person to do business with the public
(e.g., Series 7, 7A, 7B). Persons with the sole status of Approved Person, who are not otherwise registered,
are not subject to the requirements of Rule 345A.

Questions concerning the registration status of a particular individual should be directed to Juan Vasquez at
(212) 656-4814. Other questions concerning the continuing education program should be directed to Gregg
Tyler at (212) 656-2156.

Salvatore Pallante

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Rule 345A(a)(3) (Continuing Education for Registered Persons) for the definition of "significant
disciplinary action."
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Member Firm Regulation

 PLEASE ROUTE TO COMPLIANCE AND LEGAL DEPARTMENTS

TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: MANAGING PARTNERS/CHIEF EXECUTIVE OFFICERS/LEGAL COUNSEL

SUBJECT: NYSE/NASD JOINT MEMORANDUM CLARIFYING NYSE INFORMATION MEMORANDUM No.
95-16 AND NASD NOTICE TO MEMBERS 95-16 ON CUSTOMER (ARBITRATION) AGREEMENTS

The New York Stock Exchange, Inc. (NYSE) and the National Association of Securities Dealers, Inc. (NASD)
have developed a joint memorandum that clarifies and addresses issues raised by NYSE Information
Memorandum No. 95-16 (April, 1995) and NASD Notice to Members 95-16 (March, 1995) relating to
the content of certain provisions in customer agreements and predispute arbitration clauses. The joint
memorandum is reprinted on the pages that follows.

Edward A. Kwalwasser

Group Executive Vice President

TO: Members and Member Organizations

DATE: October 16, 1995

1. SUBJECT: Clarification of NASD Notice To Members 95-16 And NYSE Information Memorandum 95-16:
Content And Enforcement Of Provisions In Customer Agreements And Predispute Arbitration Clauses

NASD Notice to Members 95-16 (March 1995) and NYSE Information Memorandum 95-16 (April 1995)
(collectively referred to as “95-16)” were published to address issues concerning provisions in customer
agreements and predispute arbitration clauses that appear to violate NASD and NYSE rules. The NASD and
NYSE are issuing this notice to address important questions raised by members and others concerning the
statements in 95-16.

1. Background

Earlier this year NASD Notice to Members 95-16 and NYSE Information Memo 95-16 were issued to notify
members that customer agreements of some members contained predispute arbitration clauses and other

provisions that were inconsistent with NASD and NYSE arbitration rules. 1   Specifically mentioned were
NYSE Rules 636(d), 613, 607(b), 603, and 627(a); Article III, Section 21(f) of the NASD Rules of Fair
Practice; and the NASD Code of Arbitration Procedure.

Members were cautioned not to include nor seek to enforce provisions in customer agreements that restrict or
limit, contrary to such rules, the ability of customers to arbitrate disputes or the authority of the arbitrators to
make an award, including an award of punitive damages.

Important questions have been raised by members and others regarding the meaning and application of
certain statements in 95-16. Those questions and our answers are presented in this notice to provide further
clarification.
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Article III, Section 21(f)(4) of the NASD Rules of Fair Practice and NYSE Rule 636 address the form and
content of predispute arbitration clause in customer agreements. These rules recognize that customer

agreements “cannot be used to curtail any rights that a party may otherwise have had in a judicial forum.” 2 

The NASD and NYSE expect their members to comport with high standards of professional conduct when
dealing with their customers with respect to the arbitration of disputes and predispute arbitration clauses.

2. Questions And Answers

1QA. Question No. 1: May customer agreements contain a “governing law clause?” 3 

Answer: Yes, provided: (a) there is an appropriate contact or relationship between the transaction at issue
or the parties and the law selected; and (b) that the clause is otherwise consistent with the aforementioned
NYSE or NASD rules. For example, neither the governing law clause, nor any other clause in the customer
agreement, may “limit[ ] the ability of a party to file any claim in arbitration or limit[ ] the ability of the arbitrators
to make any award,” or limit or contradict any of the aforementioned NYSE or NASD rules, such as rules
relating to the location of the arbitration hearing. Article III, Section 21(f)(4) of the NASD Rules of Fair
Practice, NYSE Rule 636.

2QA. Question No. 2: Is it permissible to include a disclosure in the customer agreement that the law
governing the agreement prohibits or may prohibit an award of punitive damages in arbitration?

Answer: No. Such a disclosure would be inconsistent with NYSE Rule 636(d) and Article III, Section 21(f)(4)
of the NASD Rules of Fair Practice.

3QA. Question No. 3: Is a “governing law clause” (as described in Question No. 1) which names the state of
residence of the customer permissible?

Answer: Yes, provided that the clause is otherwise consistent with aforementioned NYSE or NASD rules.

4QA. Question No. 4: If, under the governing law set forth in the customer agreement, punitive damages are
not available in court, may a party assert this as a defense in an arbitration proceeding to a claim for punitive
damages?

Answer: Yes, although the arbitrators will determine whether, or to what extent, this defense will be accepted.

5QA. Question No. 5: Is there anything in NASD Notice to Members 95-16 (or NYSE Information
Memorandum 95-16) intended to endorse the awarding of punitive damages in arbitration?

Answer: No, they are not intended to encourage or discourage the award of punitive damages.

6QA. Question No. 6: May a party in arbitration raise the governing law provision (in the customer agreement
at issue) in arguing issues before the arbitrators such as state law interest rates and state law economic loss
theories?

Answer: Yes, although the arbitrators will determine which arguments they will permit.

7QA. Question No. 7: May a firm designate a hearing location for self-regulatory organization (SRO)
arbitrations in its arbitration clause?

Answer: No.

8QA. Question No. 8: May a firm dictate the composition of a panel for an SRO arbitration in its arbitration
clause?

Answer: No.

3. Conclusion

Enforcing provisions of a customer agreement that are inconsistent with NYSE or NASD rules will be deemed
to constitute violative activity and could subject the member to disciplinary action.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

314

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE636/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE636/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE636%28d%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/95-16/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/95-16/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


As stated in 95-16, members should promptly review their customer agreements and make such changes
as are necessary and appropriate to ensure that they comply with the NASD's and NYSE's rules. Members
should also advise their customers of the changes to the agreements. Members using agreements
determined not to be in compliance may be subject to disciplinary action.

Questions about this notice should be directed to William R. Schief, Vice President, Regional Attorneys/
Enforcement, NASD, at (301) 208-2858; Elliott R. Curzon, Assistant General Counsel, NASD, (202)
728-8451; your coordinator at the NYSE; or Salvatore Pallante, Senior Vice President, NYSE, at (212)
656-8480.

         John E. Pinto                                      Edward A. Kwalwasser

         

Executive Vice President                           Group Executive Vice President

         

National Association of Securities Dealers, Inc.   New York Stock Exchange, Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Copies of Notice to Members 95-16 are available from the NASD Support Services Department at
(202) 728-8061; and copies of NYSE Information Memorandum 95-16 are available from your NYSE
Coordinator.

2  Order Approving Proposed Rule Changes by the New York Stock Exchange, Inc., National Association
of Securities Dealers, Inc., and the American Stock Exchange, Inc., SEC Release No. 34-26805 (May
10, 1989); 54 F.R. 21144:

"This provision makes clear that use of arbitration for the resolution of investor/broker-dealer disputes
represents solely a choice of arbitration as a means of dispute resolution. Agreements cannot be used
to curtail any rights that a party may otherwise have had in a judicial forum. If punitive damages or
attorneys fees would be available under applicable law, then the agreement cannot limit parties' rights
to request them, nor arbitrators rights to award them. The agreements may not be used to shorten
applicable statutes of limitation, restrict the situs of an arbitration hearing contrary to SRO rules, nor limit
SRO forums otherwise available to parties."

3  Sometimes referred to as a "choice of law clause."
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October 13, 1995

  

Market Surveillance

 TO: All Members and Member Organizations

SUBJECT: Rule 103C - Listed Company Relations Proceedings

The Securities and Exchange Commission recently approved the Exchange's adoption of Rule 103C, which
establishes procedures for Listed Company Relations Proceedings (“LCRP”). Rule 103C, attached, is
effective immediately.

The Exchange believes that the relationship between a listed company and its specialist unit is an important
one. The Exchange adopted Rule 103C in order to provide its listed companies and specialist units with a
procedure for resolving non-regulatory issues that may arise between them. The procedure works as follows:

•A listed company submits written notification (“Issuer Notice”), signed by the company's chief executive
officer, to the Exchange's New Listings and Client Services Division of its desire to commence a proceeding
to mediate and resolve a non-regulatory issue(s).

•The Quality of Markets Committee (“QOMC”), the committee responsible for overseeing the LCRP, refers
the matter to its Listed Company Relations Subcommittee (“Subcommittee”), consisting of the two Exchange
vice-chairmen, two listed company representatives and a senior Exchange official.

•The Subcommittee notifies the subject specialist unit that an LCRP is being commenced, and informs
the unit that the proceeding will run for one year, unless concluded earlier by the listed company. The
Subcommittee gives the specialist unit a copy of the Issuer Notice and informs the unit that a response must
be submitted within two weeks. After receiving the specialist unit's response, the Subcommittee meets with
representatives of the listed company and the unit and identifies specific steps that may be taken to mediate
and resolve matters indicated in the Issuer Notice.

•The parties to the LCRP submit a written report to the Subcommittee within three months of commencement
of the proceeding regarding the issues that had been previously identified. The report describes the progress
each party has made on the specific steps established by the Subcommittee. After receiving the reports, the
Subcommittee advises the QOMC of its conclusions regarding whether or not the specialist has successfully
completed the specific steps it established. The listed company may conclude the LCRP at any time during
the process if it believes that matters have been satisfactorily addressed. The process is repeated at six and
nine month intervals, unless the listed company has chosen to end the proceeding.

•If matters are not resolved at the end of one year, the listed company may request a reassignment of
its stock to another specialist unit. The Subcommittee will then indicate whether or not the specialist has
successfully completed the steps it established, and prepare a recommendation to the QOMC as to whether it
is in the best interest of the continued efficient operation of the Exchange's market to reassign the stock.

•The QOMC reviews the recommendation and gives the parties an additional opportunity to present their
views. It then makes its recommendation to the Exchange's Board of Directors for a final determination. If the
Board determines that the issues constitute irreconcilable differences, not based upon bias or other violations
of public policy, and that a reallocation would be in the best interest of the continued efficient operation of
the Exchange's market, the Board may direct that the stock be reallocated by the Exchange's Allocation
Committee.
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Questions concerning new Rule 103C may be directed to Brian McNamara (212) 656-7086 or Linda Korbin
(212) 656-3008.

Robert J. McSweeney

Senior Vice President

103C. RULE 103C: LISTED COMPANY RELATIONS PROCEEDINGS

(a) A listed company may file with the New Listings & Client Service Division a written notification (“Issuer
Notice”), signed by the company's chief executive officer, that it wishes to commence a proceeding whereby
the Quality of Markets Committee (“QOMC”) shall attempt to mediate and resolve non-regulatory issues
that have arisen between the company and its assigned specialist unit. The Issuer Notice shall indicate the
specific issues sought to be mediated and resolved, and what steps, if any, have been taken to try to address
them before the filing of the Notice.

(b) The QOMC shall refer the Issuer Notice to its Listed Company Relations Subcommittee (the
“Subcommittee”) which shall consist of two listed company members of the QOMC, as well as a senior officer
and two vice-chairmen of the Exchange, provided these individuals are also members of the QOMC. The
Subcommittee shall review the Issuer Notice and shall notify the subject specialist unit that a Listed Company
Relations Proceeding (“LCRP”) is being commenced pursuant to this rule, and that the LCRP shall run for
one year from the date of notice to the specialist unit, unless concluded earlier by the listed company. Th e
specialist unit shall be provided with a copy of the Issuer Notice, and shall be given two weeks within which to
submit a written response to the Subcommittee.

(c) After the two-week period for a response from the subject specialist unit, the Subcommittee shall meet
with representatives of the listed company and the specialist unit that are parties to the LCRP, and shall
identify specific steps that may be taken to mediate and resolve matters indicated in the Issuer Notice.

(d) The parties to the LCRP shall each submit a written report to the Subcommittee no later than three
months from the date the LCRP is commenced with respect to all matters indicated in the Issuer Notice, and
any other matter that either party believes may have a bearing on the LCRP. The written report shall include
a description of the progress each party has made on the specific steps established by the Subcommittee.
The listed company may give written notice that it is concluding the LCRP at any time if it believes matters
have been satisfactorily addressed. If the listed company wishes the LCRP to continue, it must so state. After
receiving the written reports from the parties to the LCRP, the Subcommittee shall then advise the QOMC
on the Subcommittee's conclusions regarding whether or not the specialist has successfully completed the
specific steps established by the Subcommittee. The Subcommittee may meet further with the parties to the
LCRP, and identify such other specific steps that may be taken to resolve matters, as it deems appropriate.
The same process shall be followed at six and nine month intervals from the date the LCRP is commenced,
unless the listed company has chosen to conclude the LCRP.

(e) At the end of one year from the commencement of the LCRP, the listed company shall, in writing, either
(i) inform the Subcommittee that it wishes to conclude the LCRP; or (ii) inform the Subcommittee that
matters between it and its specialist unit remain unresolved, and that it wishes that its stock be assigned to
a different specialist unit. The Subcommittee shall prepare a report to the QOMC recommending that it is in
the best interest of the continued efficient operation of the Exchange's market, either that (i) the LCRP should
be concluded; or (ii) that the listed company's stock should be assigned to a different specialist unit. The
Subcommittee's report to the QOMC shall indicate whether or not the specialist has successfully completed
the specific steps established by the Subcommittee.

(f) The QOMC shall review the report prepared by the Subcommittee and shall give the parties to the LCRP
an opportunity to present their views in writing. The QOMC shall then make a recommendation to the
Exchange's Board of Directors as to the disposition of the LCRP, including a recommendation as to whether
the listed company's stock should be assigned to a different specialist unit.
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(g) The Exchange's Board of Directors shall review the QOMC's recommendation and may give the parties
to the LCRP an opportunity to present their views in writing. The Board of Directors shall consider the efforts
taken by the specialist to complete the Subcommittee's specific steps and then determine the appropriate
disposition of the LCRP. The Board of Directors may, if it determines the non-regulatory issues that have
arisen between the listed company and the specialist to be irreconcilable differences, not based upon bias or
other violations of public policy, and that a reallocation would be in the best interest of the continued efficient
operation of the Exchange's market, direct that the Allocation Committee reallocate the listed company's
stock to a different specialist unit. The currently-assigned specialist unit and the member organization of any
specialist member of the Board of Directors shall be precluded from applying to be allocated the stock. No
reference to the LCRP or the Board's action shall be retained in the information maintained by the Allocation
Committee with respect to the currently-assigned specialist unit, and the currently-assigned specialist unit
shall not be afforded preferential treatment in subsequent allocations as a result of a reallocation pursuant to
this rule.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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October 13, 1995

  

Market Surveillance

 PLEASE NOTE NEW REQUIREMENTS: IN ADDITION TO EXISTING REQUIREMENTS, LOC ORDERS
MAY BE ENTERED IN ANY STOCK TO OFFSET PUBLISHED IMBALANCES OF MARKET-AT-THE-CLOSE
ORDERS AND MUST BE ENTERED BY 3:55 P.M. LOC ORDERS ARE IRREVOCABLE ONCE ENTERED.

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Revised Procedures for Handling Market-on-Close Orders on
October 20, 1995 (“Expiration Friday”)

The Securities and Exchange Commission has approved an amendment to the expiration policy. Effective
June 16, 1995, no market-on-close (“MOC”) orders may be entered in any stock after 3:40 p.m. However,
orders unrelated to expiring index arbitrage may be entered to offset published imbalances. The cutoff time
applies to all MOC orders in all stocks, even orders not related to a strategy involving any stock index futures,
stock index options or options on stock index futures. Detailed discussion can be found on Page 4 of this
memo.

The following summarizes key aspects of the expiration policy.

•AUXILIARY OPENING PROCEDURES WILL BE IN EFFECT THIS MONTH AND EVERY MONTH FOR
SELECTED MIDCAP STOCKS AS WELL AS REGULAR PILOT STOCKS.

•NO MOC ORDERS MAY BE ENTERED AFTER 3:40 P.M. IN ANY STOCK. FLOOR BROKERS
REPRESENTING SUCH ORDERS MUST COMMUNICATE THEIR IRREVOCABLE MOC INTEREST TO
THE SPECIALIST BY 3:40 P.M.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:40 P.M. IN ANY STOCK.

•AS SOON AS PRACTICABLE, AFTER 3:40 P.M., PILOT STOCKS MUST PUBLISH ANY MOC
IMBALANCE OF 50,000 SHARES OR MORE, OR PUBLISH A NO IMBALANCE STATUS. OTHER STOCKS
MAY PUBLISH AN MOC IMBALANCE.

•AFTER 3:40 P.M., MOC ORDERS NOT RELATED TO AN EXPIRING STRATEGY MAY ONLY BE
ENTERED TO OFFSET PUBLISHED IMBALANCES.

•LOC ORDERS MAY BE ENTERED ENTERED IN ANY STOCK TO OFFSET PUBLISHED IMBALANCES.
REFER TO PAGE 3 FOR DETAILS.

DETAILED DISCUSSION IS PROVIDED ON THE FOLLOWING PAGES.

The October 20, 1995 expiration Friday pilot stock lists are attached. Please note that only opening
procedures apply to the MidCap-related list.

1. OPENING PROCEDURES

For each monthly expiration, several auxiliary procedures are necessary to integrate stock orders relating to
expiring contracts into NYSE's opening procedures in a manner that assures an efficient market opening in
each stock as close to 9:30 a.m. as possible. The auxiliary opening procedures applicable on October 20,
1995 are:
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1. Order Entry

Stock orders relating to index contracts whose settlement pricing is based upon the October 20, 1995
opening prices must be received by SuperDot or by the specialist by 9:00 a.m.

- These orders may be cancelled or reduced in size. 1 

- Stock orders relating to index contracts whose settlement pricing is not based upon the October 20, 1995
opening prices may be entered after 9:00 a.m.

To facilitate early order entry, SuperDot (1) will begin accepting orders at 7:30 a.m. and (2) will accept market
orders of 30,099 shares or less.

“Limit-at-the-opening” (“limit OPG”) orders are permitted, including delivery through Exchange systems.

- Ordinary limit orders may also be entered.

2. Order Identification

Stock orders relating to opening-price settling contracts must be identified “OPG.”

- Firms entering these orders through SuperDot, but unable to identify orders as “OPG”, may use a unique
branch code or firm identifier (mnemonic) to identify these orders. The NYSE Market Surveillance Division (11
Wall Street, 10th Floor) must be advised of the branch code or identifier by October 23, 1995.

- Firms unable to identify these orders in either way, and firms not using SuperDot, must submit a list of all
these orders and related details to the NYSE Market Surveillance Division by October 23, 1995.

3. Dissemination of Order Imbalances

For any of the pilot stocks and for ten selected S&P MidCap 400 Index stocks (lists attached) having a market
order imbalance of 50,000 shares or more at 9:00 a.m., the NYSE will disseminate the size of the order
imbalance via the low-speed ticker and the news services as promptly as practicable after 9:00 a.m.

4. Dissemination of Indications

Except for the auxiliary procedures described above, all stocks, including the pilot stocks and selected
MidCap stocks, are subject to the regular NYSE opening procedures, including price indications where a
substantial price change is anticipated. Dissemination of an indication is mandatory for an opening which
will result in a price change constituting the lesser of 10% or three points from the prior NYSE close, or five
points if the previous close is $100 or higher, unless the price change is less than one point. Fifteen minutes
must elapse between a first indication and a stock's opening. However, when more than one indication is
necessary, a stock may open (1) five minutes after the last indication when it overlaps the prior indication
(e.g., 51 - 53 overlaps 50 - 52, but does not overlap 53 - 55) and (2) ten minutes after the last indication when
it does not overlap the prior indication, provided that 15 minutes must have elapsed from the dissemination of
the first indication.

2. PROCEDURES RELATING TO THE CLOSE

1. Limit-At-The-Close (“LOC”) Orders

Effective July 28, 1995, LOC orders may be entered in any stock providing that they offset published
imbalances.

Current procedures require MOC imbalances of 50,000 shares or more in the pilot stocks to be published on
the tape as soon as practicable after 3:40 p.m. on expiration days, including expiration Fridays. At that time,
other stocks may also publish MOC imbalances. LOC orders may be entered only if imbalances have been
published and must be entered by 3:55 p.m. On expiration days, LOC orders are irrevocable once entered,
except in the case of legitimate error.
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No LOC orders related to a strategy including any stock index futures, stock index options or options on stock
index futures in expiring contracts may be entered in any stock.

An LOC order is one that is entered for execution at the closing price provided that the closing price is at or
within the limit specified. LOC orders may be entered only to offset published imbalances of market-on-close
(“MOC”) orders. They are prioritized on the specialist's book by time of entry and go behind all other orders
on the specialist's book at that price. LOC orders with prices that are better than the closing prices in the
subject security are guaranteed an execution, unless there is a trading halt in the security. LOC orders at the
closing price are executed in order of time priority with respect to other LOC orders, but are not guaranteed
an execution.

2. Market-On-Close Orders

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. THIS APPLIES
TO MOC ORDERS IN ALL STOCKS, REGARDLESS OF WHETHER SUCH ORDERS RELATE TO A
STRATEGY INVOLVING any stock index futures, stock index options, or options on stock index futures, in all
stocks. These procedures have been filed as a rule with the SEC.

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Conseq uently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

3. MOC Order Entry

The cut-off time is 3:40 p.m. for the entry of all MOC orders, regardless of whether they relate to a strategy
including any expiring stock index futures, stock index options or options on stock index futures. This
requirement applies to all stocks not just pilot stocks. Floor brokers representing any MOC orders must
communicate their irrevocable MOC interest to the specialist by 3:40 p.m. These closing procedures will be
implemented with the October 20, 1995 expiration.

To facilitate the determination of order imbalances before the close, no MOC order may be entered in any
stock after 3:40 p.m. except to offset a published imbalance. This will contribute to a more accurate picture,
earlier, of the interest in any stock at the close.

For the limited exception that relates to entry of MOC orders to offset published imbalances, refer to the
material below.

4. Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:40 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will continue to be permitted after 3:40 p.m.

5. Special Procedures on Limitation of Entry of Orders and Publication of Imbalances

You must, as stated above and required for all stocks, enter all MOC orders, by 3:40 p.m. eastern time. It
should be noted that pursuant to the newly amended Rule 13, limit-at-the-close orders may be entered in any
stock for execution on the close, in addition to market-on-close orders.
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As soon as possible after 3:40 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:40 p.m. in the pilot stocks, and other stocks may also publish MOC
imbalances. No MOC or LOC orders will be permitted in any stock that does not publish an imbalance. While
MOC orders previously entered may be cancelled or reduced in size until 3:40 p.m., once a publication of an
imbalance in a stock has been made, any MOC or LOC orders subsequently entered in such stock will be
accepted only to trade on the opposite side of the market in relation to such published imbalance.

The liquidation of positions relating to a strategy involving any stock index futures, stock index options, or
options on stock index futures using MOCorders entered after 3:40 p.m. is not permitted, even if such orders
might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC or LOC orders, the imbalance of MOC orders
published as of 3:40 p.m. may not reflect the imbalance that exists at the close.

6. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance shall, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The specialist may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction should be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they shall be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

7. “G” Orders

Proprietary orders represented pursuant to Section 11(a) (1) (G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a) (1) (G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

80A. Rule 80A

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on the last trade date prior to each month's expiration.

If an MOC index arbitrage order to establish or increase a position is entered, and Rule 80A subsequently
goes into effect, the MOC order must be cancelled, regardless of the time Rule 80A goes into effect. If Rule
80A goes into effect prior to 3:40 p.m., the MOC order may be reentered with the appropriate tick restriction.
If Rule 80A goes into effect after 3:40 p.m., and there is a published imbalance in the subject stock, the MOC
order may be reentered, with the appropriate tick restriction, to offset the imbalance.

8. Due Diligence Requirements
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Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a) (2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Arthur O. Harris at (212) 656-6884 or Ms.
Carol Krusik at (212) 656-4597.

Robert J. McSweeney

Senior Vice President

                                       

Attachments

                     

3. Expiration Friday Pilot Stocks - October 20, 1995

       ABT         ABBOTT LABORATORIES

       AXP         AMERICAN EXPRESS COMPANY

       AHP         AMERICAN HOME PRODUCTS CORPORATION

       AIG         AMERICAN INTERNATIONAL GROUP INC.

       T           AMERICAN TELEPHONE AND TELEGRAPH

       AIT         AMERITECH CORP.

       AN          AMOCO CORPORATION
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       BAC         BANKAMERICA CORPORATION

       BEL         BELL ATLANTIC CORPORATION

       BLS         BELLSOUTH CORPORATION

       BA          BOEING COMPANY

       BMY         BRISTOL MYERS SQUIBB COMPANY

       CCB         CAPITAL CITIES ABC INC.

       CHV         CHEVRON CORPORATION

       C           CHRYSLER CORPORATION HOLDING CO.

       CCI         CITICORP

       KO          COCA-COLA COMPANY

       COL         COLUMBIA HEALTHCARE CORP.

       DOW         DOW CHEMICAL COMPANY

       DD          DU PONT COMPANY

       EK          EASTMAN KODAK COMPANY

       LLY         ELI LILLY AND COMPANY

       XON         EXXON CORPORATION
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       FNM         FEDERAL NATIONAL MORTGAGE ASSOCIATION

       F           FORD MOTOR COMPANY

       GE          GENERAL ELECTRIC COMPANY

       GM          GENERAL MOTORS CORPORATION

       G           GILLETTE COMPANY

       GTE         GTE CORPORATION

       HWP         HEWLETT-PACKARD COMPANY

       HD          HOME DEPOT INC.

       IBM         INTERNATIONAL BUSINESS MACHINES CORP.

       IP          INTERNATIONAL PAPER COMPANY

       JNJ         JOHNSON AND JOHNSON

       MCD         MCDONALDS CORPORATION

       MRK         MERCK AND COMPANY INC.

       MMM         MINNESOTA MINING AND MANUFACTURING

       MOB         MOBIL CORPORATION

       MOT         MOTOROLA INC.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

325

http://researchhelp.cch.com/License_Agreement.htm


       *NB         NATIONSBANK CORP.

       NYN         NYNEX CORPORATION

       PEP         PEPSICO INC.

       PFE         PFIZER INC.

       MO          PHILIP MORRIS COS. INC.

       PG          PROCTER AND GAMBLE COMPANY

       RD          ROYAL DUTCH PETROLEUM COMPANY

       *SGP        SCHERING PLOUGH CORP.

       S           SEARS ROEBUCK AND CO.

       SBC         SOUTHWESTERN BELL CORPORATION

       UN          UNILEVER N.V. ORD SHARES

       USW         U.S. WEST INC.

       WMT         WAL-MART STORES INC.

       DIS         WALT DISNEY COMPANY

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of October 6, 1995
and the 20 Major Market Index stocks. The indicated (*) stocks have been added to the list. ARC and CCB
have been deleted.
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4. MidCap Index Expiration Friday Stocks - October 20, 1995

       AOC         AON Corp.

       *SCH        Charles Schwab Corp.

       CMA         Comerica Inc.

       FBS         First Bank System Inc.

       FFM         First Financial Management Corp.

       BEN         Franklin Resources Inc.

       FRO         Frontier Corp.

       *GNT        Green Tree Financial Corp.

       LSI         LSI Logic Corp.

       ODP         Office Depot Inc.

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of October 6,
1995. The indicated (*) stocks have been added to the list. EMC and MS have been deleted.

5. MEMORANDUM

Date: October 13, 1995

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) Orders and Limit-at-
the-Close (LOC) Orders

1. Openings

1Q. Can “limit at the opening” (“limit OPG”) orders be entered in the stocks that are not among the
stocks included in the pilot?

1A. Yes. “Limit OPG” orders are permitted in all stocks on expiration Friday. Those orders related to a
strategy in expiring contracts must be entered by 9:00 a.m.
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2Q. When can specialists obtain an OARS status request?

2A. At any time after 7:30 a.m., in any stock. (Specialists should review OARS inquiry, freeze and opening
procedures to avoid problems.)

3Q. Must specialists wait until 9:27 a.m. to start the ITS pre-opening application?

3A. No. ITS Pre-Opening notifications may be issued beginning at 9:00 a.m.

4Q. Are “G” orders to sell short at the market handled differently at the opening than at the close on
expiration day?

4A. Yes, “G” short market orders are covered by two different procedures. At the opening they are handled
as they are on any other day. “G” short market orders must yield to all public limit orders at the lowest valid
short tick. At any higher price the “G” shorts need not yield. At the close, “G” market shorts must yield to all
limit orders at the sale price, even if that price is higher than the first valid short tick.

5Q. How should specialists and Floor Officials handle requests to “hold the opening” in the pilot
stocks?

5A. The Exchange has added auxiliary and early procedures with the express purpose of providing a prompt
opening in all stocks, not just the 50 pilot stocks. Brokers should be told to have their opening interest
represented by 9:30 a.m., and assuming adequate pricing information re: substantial disparity from the close,
all stocks should be opened as quickly after 9:30 as possible.

2. MOC Orders and LOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

2A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

    1. Example #1    200,000 buy MOC

                      50,000 sell MOC

                      50,000 sell plus MOC

                      25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

    2. Example #2    100,000 sell MOC
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                      50,000 buy MOC

                      25,000 buy minus MOC

                      25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000−B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

3Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4-1/2 - last sale 20 3/8

3A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the existing 20 1/2 sell limit orders have
priority over the MOC sell plus and sell short orders which in this case are treated like limit orders. On the
other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the MOC sell plus or sell short
orders are treated as marketable orders which go ahead of the 20 1/2 sell limit orders.

In the case of a MOC buy minus order, if the last sale was a “plus” or “zero plus” tick, all limit orders at 20
1/4 would have priority. If the last sale was a “minus” or “zero minus” tick, the MOC buy minus orders are
marketable and go ahead of the 20 1/4 limit orders.

4Q. Are MOC “short” at-the-close orders permitted?

4A. Firms may enter “short” MOC orders.

5Q. Should brokers in the Crowd give the specialist their MOC orders prior to 3:40 p.m.? How should
they be handled by the specialist?

5A. In all stocks, any brokers in the Crowd handling any MOC orders must either give their orders to the
specialist or communicate their irrevocable interest to the specialist by 3:40 p.m., to allow the specialist to
arrange a closing price.

6Q. Can MOC orders be cancelled after 3:40 p.m.?

6A. Firms may not enter MOC cancellations or reduce MOC orders in size after 3:40 p.m. No broker or
specialist can accept cancellation instructions on any MOC order after 3:40 p.m., except to correct a bona fide
error.

7Q. How are “limit or MOC” orders handled by specialists? How are “working” orders with
instructions to complete MOC handled by brokers?

7A. As with a simple MOC order, specialists and Floor brokers may not accept “limit or MOC” orders
after 3:40 p.m. “Limit or MOC” orders entered with the specialist before 3:40 p.m. will be considered to be
irrevocable MOC orders on the unexecuted portion as of 3:40 p.m., unless cancelled with the specialist prior
to that time.

When a broker represents a “working” order with instructions to complete MOC, by 3:40 p.m., the broker must
either enter a MOC order with the specialist or communicate his or her irrevocable interest to the specialist
with respect to any portion to be executed on a MOC basis. What portion the broker enters/commits would be
based upon the market characteristics of the stock, and his or her reasonable expectation of execution given
market conditions in the stock from 3:40 p.m. to the close.

8Q. Can MOC orders be entered in the pilot stocks if a “No Imbalance” notice is published at 3:40
p.m.?
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8A. No MOC orders may be entered if a “No Imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.

9Q. Are limit-at-the-close (LOC) orders permitted?

9A. Yes. LOC orders are permitted in all stocks. LOC orders may be entered only to offset published
imbalances of market-at-the-close (“MOC”) orders and must be entered by 3:55 p.m. LOC orders are
irrevocable once entered, except in the case of legitimate error.

10Q. What is the priority sequence for execution of LOC orders?

10A. Marketable LOC orders are treated as market orders and must be executed. Such orders include better-
priced (i.e., orders with a limit price better than the closing price) LOC orders to buy and sell long (including
“G” orders) and better-priced LOC orders to sell short or sell plus, if the closing price would represent a
“double plus tick”.

LOC orders limited to the closing price and better-priced LOC orders to sell short and sell plus that could not
be executed at a price lower than the actual close are sequenced by time priority among themselves, but
behind all other orders at the closing price, and may be executed, depending on the size of the imbalance to
be offset.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.
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October 13, 1995

  

Member Firm Regulation

 PLEASE ROUTE TO MARGIN, CASHIER AND COMPLIANCE DEPARTMENTS

TO: MEMBER AND MEMBER ORGANIZATIONS

ATTENTION: MANAGING PARTNER/CHIEF EXECUTIVE OFFICERS AND SUBSCRIBERS

SUBJECT: 1996 HOLIDAYS

For your guidance, below is a list of those holidays on which the Exchange will be closed during 1996. Only
those holidays listed are considered by the Exchange as a non-business day. Any holidays not included on
this list are considered business days.

             Holiday                 Day            Date

             New Year's Day          Monday         January 1

             Washington's Birthday   Monday         February 19

             Good Friday             Friday         April 5

             Memorial Day            Monday         May 27

             Independence Day        Thursday       July 4

             Labor Day               Monday         September 2

             Thanksgiving Day        Thursday       November 28

             Christmas Day           Wednesday      December 25

Any questions relative to this circular should be directed to Richard Nowicki (212) 656-3295, Pat Neil (212)
656-5227 or Steven Levine (212) 656-7080.

Raymond J. Hennessy
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Vice President
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October 3, 1995

  

Market Surveillance

 TO: All Members and Member Organizations/Chief Operating Officers

SUBJECT: Showing Full Size of SuperDOT and Electronic Book Orders

The Exchange is issuing this Memo to outline its policy with respect to displaying orders received by a
specialist. The policy requires specialists to display the full size of all orders received through the SuperDOT
order routing system and the full size of all orders received by specialists manually which are subsequently
entered into the electronic book. This requirement includes increasing the size of a quotation for orders at the
same price as the current bid or offer.

If a Floor broker gives an order to the specialist and requests that less than the full size of the order be shown
in the quotation, the specialist is only responsible to enter in the electronic book and show the size requested.
The portion not requested to be shown will be handled manually and will be last in terms of time priority to
all other orders on the specialist's electronic book at that price. If the specialist is subsequently requested to
show an additional portion, or the remainder, of the order, the specialist would enter the price and size into
the electronic book, with the order so entered having priority on the book vis-a-vis other orders as of the time
of entry on the book. The specialist would increase the quotation size to reflect the additional amount entered
on the book.

The Exchange believes that this policy is consistent with Exchange Rule 104, which requires the effective
execution of agency orders received by specialists, and with NYSE Rule 60(e). The Exchange expects that
specialists would display as soon as practicable any order which, in relation to current market conditions in
a particular security, represents a material change in the supply or demand for that security. For example, if
the market in XYZ security is 20 to 20 1/4, 1,000×1,000, and the specialist receives an order to sell 10,000
shares at 20 1/4, the specialist would be expected to change the size of the offer to 11,000 shares as soon
as he or she becomes aware of the order. If the quotation already reflects significant supply (demand), and
the specialist receives an order that is relatively de minimis in relation to such supply (demand), the specialist
may take a reasonable period of time, which should not generally exceed two minutes, before updating the
quotation, so as to avoid a constant revision of quotations that do not reflect material changes in supply and
demand. For example, if the market in XYZ security is 20 to 20 1/4, 5,000×50,000, and the specialist receives
an order to sell 200 shares at 20 1/4, the specialist would be permitted to wait a reasonable period of time
before changing the size of the offer to 50,200.

Under exceptional circumstances, the specialist would not necessarily display the full quotation size. For
example, as noted in Information Memo 94-32, when a member proposes to effect a block transaction at a
significant premium or discount from the prevailing market and the specialist is aware of interest on the contra
side, it may be more appropriate for the specialist and Floor Official(s) to gap the quotation in a security for
a brief period, generally not exceeding five minutes, with a view toward contacting and or attracting contra
market interest. In such case, the bid or asked price should touch the prior sale price and reflect size of 100
shares by 100 shares. The same principles would also apply to a situation where there is a sudden influx of
market orders on one side of the market which would be likely to result in a significant price change.

Questions concerning the subject matter of this Memo may be directed to Mr. Arthur Harris at (212) 656-6884
or Mr. John Gregoretti at (212) 656-6791.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

333

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P95-39%2909013e2c855b31de?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE104/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE60%28e%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/94-32/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


Robert J. McSweeney

Senior Vice President
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September 22, 1995

  

Market Surveillance

 PLEASE NOTE NEW REQUIREMENTS: IN ADDITION TO EXISTING REQUIREMENTS, LOC ORDERS
MAY BE ENTERED IN ANY STOCK TO OFFSET PUBLISHED IMBALANCES OF MARKET-AT-THE-CLOSE
ORDERS AND MUST BE ENTERED BY 3:55 P.M. LOC ORDERS ARE IRREVOCABLE ONCE ENTERED.

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Revised Procedures for Handling Market-on-Close Orders on
September 29, 1995 (“Quarterly Index Expiration”)

The Securities Exchange Commission has approved an amendment to the expiration policy. Effective June
16, 1995, no market-on-close (“MOC”) orders may be entered in any stock after 3:40 p.m. However, orders
unrelated to expiring index arbitrage may be entered to offset published imbalances. The cutoff time applies
to all MOC orders in all stocks , even orders not related to a strategy involving any stock index options.
Detailed discussion can be found on Page 4 of this memo.

The following summarizes key aspects of the expiration policy.

•NO MOC ORDERS MAY BE ENTERED AFTER 3:40 P.M. IN ANY STOCK. FLOOR BROKERS
REPRESENTING SUCH ORDERS MUST COMMUNICATE THEIR IRREVOCABLE MOC INTEREST TO
THE SPECIALIST BY 3:40 P.M.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:40 P.M. IN ANY STOCK.

•AS SOON AS PRACTICABLE, AFTER 3:40 P.M., PILOT STOCKS MUST PUBLISH ANY MOC
IMBALANCE OF 50,000 SHARES OR MORE, OR PUBLISH A NO IMBALANCE STATUS. OTHER STOCKS
MAY PUBLISH AN MOC IMBALANCE.

•AFTER 3:40 P.M., MOC ORDERS NOT RELATED TO AN EXPIRING STRATEGY MAY ONLY BE
ENTERED TO OFFSET PUBLISHED IMBALANCES.

•LOC ORDERS MAY BE ENTERED TO OFFSET PUBLISHED IMBALANCES. REFER TO PAGE 3 FOR
DETAILS.

DETAILED DISCUSSION IS PROVIDED ON THE FOLLOWING PAGES.

The September 29, 1995 quarterly index expiration pilot stock list is attached.

1. PROCEDURES RELATING TO THE CLOSE

1. Limit-At-The-Close (“LOC”) Orders

Effective July 28, 1995, LOC orders may be entered in any stock providing that they offset published
imbalances.

Current procedures require MOC imbalances of 50,000 shares or more in the pilot stocks to be published on
the tape as soon as practicable after 3:40 p.m. on expiration days, including quarterly index expiration days.
At that time, other stocks may also publish MOC imbalances. LOC orders may be entered only if imbalances
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have been published and must be entered by 3:55 p.m. On expiration days, LOC orders are irrevocable once
entered, except in the case of legitimate error.

No LOC orders related to a strategy including any stock index futures, stock index options or options on stock
index futures in expiring contracts may be entered in any stock.

An LOC order is one that is entered for execution at the closing price provided that the closing price is at or
within the limit specified. LOC orders may be entered only to offset published imbalances of market-on-close
(“MOC”) orders. They are prioritized on the specialist's book by time of entry and go behind all other orders
on the specialist's book at that price. LOC orders with prices that are better than the closing prices in the
subject security are guar anteed an execution, unless there is a trading halt in the security. LOC orders at the
closing price are executed in order of time priority with respect to other LOC orders, but are not guaranteed
an execution.

2. Market-On-Close Orders

Procedures for market-on-close (“MOC”) orders are used for each quarterly index expiration. THIS APPLIES
TO MOC ORDERS IN ALL STOCKS, REGARDLESS OF WHETHER SUCH ORDERS RELATE TO A
STRATEGY INVOLVING any stock index options. These procedures have been filed as a rule with the SEC.

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

3. MOC Order Entry

The cut-off time is 3:40 p.m. for the entry of all MOC orders, regardless of whether they relate to a strategy
including any stock index options. This requirement applies to all stocks not just pilot stocks. Floor brokers
representing any MOC orders must communicate their irrevocable MOC interest to the specialist by 3:40 p.m.

To facilitate the determination of order imbalances before the close, no MOC order may be entered in any
stock after 3:40 p.m. except to offset a published imbalance. This will contribute to a more accurate picture,
earlier, of the interest in any stock at the close.

For the limited exception that relates to entry of MOC orders to offset published imbalances in pilot stocks,
refer to the material below.

4. Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:40 p.m.

Cancellations to correct a legitimate error, however, will continue to be permitted after 3:40 p.m.

5. Special Procedures on Limitation of Entry of Orders and Publication of Imbalances

You must, as stated above and required for all stocks, enter all MOC orders, by 3:40 p.m. eastern time.
of imbalances, that are applicable only to pilot stocks (see It should be noted that pursuant to the newly
amended Rule 13, limit-at-the-close orders may be entered in any stock for execution on the close, in addition
to market-on-close orders.
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As soon as possible after 3:40 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:40 p.m. in the pilot stocks and other stocks may also publish MOC
imbalances. No MOC or LOC orders will be permitted in any stock that does not publish an imbalance. While
MOC orders previously entered may be cancelled or reduced in size until 3:40 p.m., once a publication of an
imbalance in a stock has been made, any MOC or LOC orders subsequently entered in such stock will be
accepted only to trade on the opposite side of the market in relation to such published imbalance.

The liquidation of positions relating to a strategy involving any stock index options, using MOC orders entered
after 3:40 p.m. is not permitted, even if such orders might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC or LOC orders, the imbalance of MOC orders
published as of 3:40 p.m. may not reflect the imbalance that exists at the close.

6. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance shall, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The specialist shall then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction should be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they shall be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

7. “G” Orders

Proprietary orders represented pursuant to Section 11(a) (1) (G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a) (1) (G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

80A. Rule 80A

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on the last trade date prior to each month's expiration.

If an MOC index arbitrage order to establish or increase a position is entered, and Rule 80A subsequently
goes into effect, the MOC order must be cancelled, regardless of the time Rule 80A goes into effect. If Rule
80A goes into effect prior to 3:40 p.m., the MOC order may be reentered with the appropriate tick restriction.
If Rule 80A goes into effect after 3:40 p.m., and there is a published imbalance in the subject stock, the MOC
order may be reentered, with the appropriate tick restriction, to offset the imbalance.

8. Due Diligence Requirements
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Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a) (2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
Robert Ambrosio at (212) 656-5597.

Robert J. McSweeney

Senior Vice President

                                   

Attachments

       

2. Quarterly Index Expiration Friday Pilot Stocks - September 29, 1995

   ABT    ABBOTT LABORATORIES

   AXP    AMERICAN EXPRESS COMPANY

   AHP    AMERICAN HOME PRODUCTS CORPORATION

   AIG    AMERICAN INTERNATIONAL GROUP INC.

   T      AMERICAN TELEPHONE AND TELEGRAPH

   AIT    AMERITECH CORP.

   AN     AMOCO CORPORATION
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   AOC    AON CORP.

   ARC    ATLANTIC RICHFIELD COMPANY

   BAC    BANKAMERICA CORPORATION

   BEL    BELL ATLANTIC CORPORATION

   BLS    BELLSOUTH CORPORATION

   BA     BOEING COMPANY

   BMY    BRISTOL MYERS SQUIBB COMPANY

   *CCB   CAPITAL CITIES ABC INC.

   CHV    CHEVRON CORPORATION

   *C     CHRYSLER CORPORATION HOLDING CO.

   CCI    CITICORP

   KO     COCA-COLA COMPANY

   COL    COLUMBIA HEALTHCARE CORP.

   CMA    COMERICA INC.

   DOW    DOW CHEMICAL COMPANY

   DD     DU PONT COMPANY
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   EK     EASTMAN KODAK COMPANY

   LLY    ELI LILLY AND COMPANY

   EMC    EMC CORP.

   XON    EXXON CORPORATION

   FNM    FEDERAL NATIONAL MORTGAGE ASSOCIATION

   FBS    FIRST BANK SYSTEM INC.

   FFM    FIRST FINANCIAL MANAGEMENT

   F      FORD MOTOR COMPANY

   BEN    FRANKLIN RESOURCES INC.

   *FRO   FRONTIER CORP.

   GE     GENERAL ELECTRIC COMPANY

   GM     GENERAL MOTORS CORPORATION

   G      GILLETTE COMPANY

   GTE    GTE CORPORATION

   HWP    HEWLETT-PACKARD COMPANY

   HD     HOME DEPOT INC.
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   IBM    INTERNATIONAL BUSINESS MACHINES CORP.

   IP     INTERNATIONAL PAPER COMPANY

   JNJ    JOHNSON AND JOHNSON

   LSI    LSI LOGIC CORP.

   MCD    MCDONALDS CORPORATION

   MRK    MERCK AND COMPANY INC.

   MMM    MINNESOTA MINING AND MANUFACTURING

   MOB    MOBIL CORPORATION

   MS     MORGAN STANLEY GROUP INC.

   MOT    MOTOROLA INC.

   NYN    NYNEX CORPORATION

   ODP    OFFICE DEPOT INC.

   PEP    PEPSICO INC.

   PFE    PFIZER INC.

   MO     PHILIP MORRIS COS. INC.

   PG     PROCTER AND GAMBLE COMPANY
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   RD     ROYAL DUTCH PETROLEUM COMPANY

   S      SEARS ROEBUCK COMPANY

   SBC    SOUTHWESTERN BELL CORPORATION

   UN     UNILEVER N.V. ORD SHARES

   USW    U.S. WEST INC.

   WMT    WAL-MART STORES INC.

   DIS    WALT DISNEY COMPANY

This list consists of the 50 highest weighted S&P 500 stocks, the 20 Major Market Index stocks, and the 10
highest capitalized stocks of the S&P Midcap 400 Index, based on market values as of September 1, 1995.
The indicated (*) stocks have been added to the list since the last QIX pilot. AFL and TX have been deleted.

3. MEMORANDUM

Date: September 22, 1995

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Quarterly Index Expiration” Market-on-Close (MOC) Orders and
Limit-at-the-Close (LOC) Orders

1. MOC and LOC Orders

1.Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2.Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

2A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

   1. Example # 1   200,000 buy MOC
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                     50,000 sell MOC

                     50,000 sell plus MOC

                     25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

   2. Example #2    100,000 sell MOC

                     50,000 buy MOC

                     25,000 buy minus MOC

                     25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000−B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

3.Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4-1/2 - last sale 20 3/8

3A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the existing 20 1/2 sell limit orders have
priority over the MOC sell plus and sell short orders which in this case are treated like limit orders. On the
other hand if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the MOC sell plus and sell short
orders are treated as marketable orders which go ahead of the 20 1/2 sell limit orders.

In the case of a MOC buy minus order, if the last sale was a “plus” or “zero plus” tick, all limit orders at 20
1/4 would have priority. If the last sale was a “minus” or “zero minus” tick, the MOC buy minus orders are
marketable and go ahead of the 20 1/4 limit orders.

4.Q. Are MOC “short” at-the-close orders permitted?

4A. Firms may enter “short” MOC orders.

5.Q. Should brokers in the Crowd give the specialist their orders prior to the final bell? How should
they be handled by the specialist?

5A. In all stocks, any brokers in the Crowd handling any MOC orders must either give their orders to the
specialist or communicate their irrevocable interest to the specialist by 3:40 p.m., to allow the specialist to
arrange a closing price.

6Q. Can MOC orders be cancelled after 3:40 p.m.?

6A. Firms may not enter MOC cancellations or reduce MOC orders in size after 3:40 p.m. No broker or
specialist can accept cancellation instructions on any MOC order after 3:40 p.m., except to correct a bona fide
error.
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7Q. How are “limit or MOC” orders handled by specialists? How are “working” orders with
instructions to complete MOC handled by brokers?

7A. As with a simple MOC order, specialists and Floor brokers may not accept “limit or MOC” orders
after 3:40 p.m. “Limit or MOC” orders entered with the specialist before 3:40 p.m. will be considered to be
irrevocable MOC orders on the unexecuted portion as of 3:40 p.m., unless cancelled with the specialist prior
to that time.

When a broker represents a “working” order with instructions to complete MOC, by 3:40 p.m., the broker must
either enter a MOC order with the specialist or communicate his or her irrevocable interest to the specialist
with respect to any portion to be executed on a MOC basis. What portion the broker enters/commits would be
based upon the market characteristics of the stock, and his or her reasonable expectation of execution given
market conditions in the stock from 3:40 p.m. to the close.

8Q. Can MOC orders be entered in the pilot stocks if a “No Imbalance” notice is published at 3:40
p.m.?

8A. No MOC orders may be entered if a “No Imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.

9Q. Are limit-at-the-close (LOC) orders permitted?

9A. Yes. LOC orders are permitted in all stocks. LOC orders may be entered only to offset published
imbalances of market-at-the-close (“MOC”) orders and must be entered by 3:55 p.m. LOC orders are
irrevocable once entered, except in case of legitimate error.

10Q. What is the priority sequence for execution of LOC orders?

10A. Marketable LOC orders are treated as market orders and must be executed. Such orders include better-
priced (i.e., orders with a limit price better than the closing price) LOC orders to buy and sell long (including
“G” orders) and better-priced LOC orders to sell short or sell plus, if the closing price would represent a
“double plus tick”.

LOC orders limited to the closing price and better-priced LOC orders to sell short and sell plus that could not
be executed at a price lower than the actual close are sequenced by time priority among themselves, but
behind all other orders at the closing price, and may be executed, depending on the size of the imbalance to
be offset.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

344

http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 95-37

Click to open document in a browser

September 8, 1995

  

Market Surveillance

 PLEASE NOTE NEW REQUIREMENTS: IN ADDITION TO EXISTING REQUIREMENTS, LOC ORDERS
MAY BE ENTERED IN ANY STOCK TO OFFSET PUBLISHED IMBALANCES OF MARKET-AT-THE-CLOSE
ORDERS AND MUST BE ENTERED BY 3:55 P.M. LOC ORDERS ARE IRREVOCABLE ONCE ENTERED.

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Revised Procedures for Handling Market-on-Close Orders on
September 15, 1995 (“Expiration Friday”)

The Securities and Exchange Commission has approved an amendment to the expiration policy. Effective
June 16, 1995, no market-on-close (“MOC”) orders may be entered in any stock after 3:40 p.m. However,
orders unrelated to expiring index arbitrage may be entered to offset published imbalances. The cutoff
time applies to all MOC orders in all stocks , even orders not related to a strategy involving any stock index
futures, stock index options or options on stock index futures. Detailed discussion can be found on Page 4 of
this memo.

The following summarizes key aspects of the expiration policy.

•AUXILIARY OPENING PROCEDURES WILL BE IN EFFECT THIS MONTH AND EVERY MONTH FOR
SELECTED MIDCAP STOCKS AS WELL AS REGULAR PILOT STOCKS.

•NO MOC ORDERS MAY BE ENTERED AFTER 3:40 P.M. IN ANY STOCK. FLOOR BROKERS
REPRESENTING SUCH ORDERS MUST COMMUNICATE THEIR IRREVOCABLE MOC INTEREST TO
THE SPECIALIST BY 3:40 P.M.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:40 P.M. IN ANY STOCK.

•AS SOON AS PRACTICABLE, AFTER 3:40 P.M., PILOT STOCKS MUST PUBLISH ANY MOC
IMBALANCE OF 50,000 SHARES OR MORE, OR PUBLISH A NO IMBALANCE STATUS. OTHER STOCKS
MAY PUBLISH AN MOC IMBALANCE.

•AFTER 3:40 P.M., MOC ORDERS NOT RELATED TO AN EXPIRING STRATEGY MAY ONLY BE
ENTERED TO OFFSET PUBLISHED IMBALANCES.

•LOC ORDERS MAY BE ENTERED ENTERED IN ANY STOCK TO OFFSET PUBLISHED IMBALANCES.
REFER TO PAGE 3 FOR DETAILS.

DETAILED DISCUSSION IS PROVIDED ON THE FOLLOWING PAGES.

The September 15, 1995 expiration Friday pilot stock lists are attached. Please note that only opening
procedures apply to the MidCap-related list.

1. OPENING PROCEDURES

For each monthly expiration, several auxiliary procedures are necessary to integrate stock orders relating to
expiring contracts into NYSE's opening procedures in a manner that assures an efficient market opening in
each stock as close to 9:30 a.m. as possible. The auxiliary opening procedures applicable on September 15,
1995 are:
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1. Order Entry

Stock orders relating to index contracts whose settlement pricing is based upon the September 15, 1995
opening prices must be received by SuperDot or by the specialist by 9:00 a.m.

- These orders may be cancelled or reduced in size. 1 

- Stock orders relating to index contracts whose settlement pricing is not based upon the September 15, 1995
opening prices may be entered after 9:00 a.m.

To facilitate early order entry, SuperDot (1) will begin accepting orders at 7:30 a.m. and (2) will accept market
orders of 30,099 shares or less.

“Limit-at-the-opening” (“limit OPG”) orders are permitted, including delivery through Exchange systems.

- Ordinary limit orders may also be entered.

2. Order Identification

Stock orders relating to opening-price settling contracts must be identified “OPG.”

- Firms entering these orders through SuperDot, but unable to identify orders as “OPG”, may use a unique
branch code or firm identifier (mnemonic) to identify these orders. The NYSE Market Surveillance Division (11
Wall Street, 10th Floor) must be advised of the branch code or identifier by September 18, 1995.

- Firms unable to identify these orders in either way, and firms not using SuperDot, must submit a list of all
these orders and related details to the NYSE Market Surveillance Division by September 18, 1995.

3. Dissemination of Order Imbalances

For any of the pilot stocks and for ten selected S&P MidCap 400 Index stocks (lists attached) having a market
order imbalance of 50,000 shares or more at 9:00 a.m., the NYSE will disseminate the size of the order
imbalance via the low-speed ticker and the news services as promptly as practicable after 9:00 a.m.

4. Dissemination of Indications

Except for the auxiliary procedures described above, all stocks, including the pilot stocks and selected
MidCap stocks, are subject to the regular NYSE opening procedures, including price indications where a
substantial price change is anticipated. Dissemination of an indication is mandatory for an opening which
will result in a price change constituting the lesser of 10% or three points from the prior NYSE close, or five
points if the previous close is $100 or higher, unless the price change is less than one point. Fifteen minutes
must elapse between a first indication and a stock's opening. However, when more than one indication is
necessary, a stock may open (1) five minutes after the last indication when it overlaps the prior indication
(e.g., 51 - 53 overlaps 50 - 52, but does not overlap 53 - 55) and (2) ten minutes after the last indication when
it does not overlap the prior indication, provided that 15 minutes must have elapsed from the dissemination of
the first indication.

2. PROCEDURES RELATING TO THE CLOSE

1. Limit-At-The-Close (“LOC”) Orders

Effective July 28, 1995, LOC orders may be entered in any stock providing that they offset published
imbalances.

Current procedures require MOC imbalances of 50,000 shares or more in the pilot stocks to be published on
the tape as soon as practicable after 3:40 p.m. on expiration days, including expiration Fridays. At that time,
other stocks may also publish MOC imbalances. LOC orders may be entered only if imbalances have been
published and must be entered by 3:55 p.m. On expiration days, LOC orders are irrevocable once entered,
except in the case of legitimate error.
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No LOC orders related to a strategy including any stock index futures, stock index options or options on stock
index futures in expiring contracts may be entered in any stock.

An LOC order is one that is entered for execution at the closing price provided that the closing price is at or
within the limit specified. LOC orders may be entered only to offset published imbalances of market-on-close
(“MOC”) orders. They are prioritized on the specialist's book by time of entry and go behind all other orders
on the specialist's book at that price. LOC orders with prices that are better than the closing prices in the
subject security are guaranteed an execution, unless there is a trading halt in the security. LOC orders at the
closing price are executed in order of time priority with respect to other LOC orders, but are not guaranteed
an execution.

2. Market-On-Close Orders

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. THIS APPLIES
TO MOC ORDERS IN ALL STOCKS, REGARDLESS OF WHETHER SUCH ORDERS RELATE TO A
STRATEGY INVOLVING any stock index futures, stock index options, or options on stock index futures, in all
stocks. These procedures have been filed as a rule with the SEC.

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

3. MOC Order Entry

The cut-off time is 3:40 p.m. for the entry of all MOC orders, regardless of whether they relate to a strategy
including any expiring stock index futures, stock index options or options on stock index futures. This
requirement applies to all stocks not just pilot stocks. Floor brokers representing any MOC orders must
communicate their irrevocable MOC interest to the specialist by 3:40 p.m. These closing procedures will be
implemented with the September 15, 1995 expiration.

To facilitate the determination of order imbalances before the close, no MOC order may be entered in any
stock after 3:40 p.m. except to offset a published imbalance. This will contribute to a more accurate picture,
earlier, of the interest in any stock at the close.

For the limited exception that relates to entry of MOC orders to offset published imbalances, refer to the
material below.

4. Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:40 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will continue to be permitted after 3:40 p.m.

5. Special Procedures on Limitation of Entry of Orders and Publication of Imbalances

You must, as stated above and required for all stocks, enter all MOC orders, by 3:40 p.m. eastern time. It
should be noted that pursuant to the newly amended Rule 13, limit-at-the-close orders may be entered in any
stock for execution on the close, in addition to market-on-close orders.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

347

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE116.40/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE13/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


As soon as possible after 3:40 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:40 p.m. in the pilot stocks, and other stocks may also publish MOC
imbalances . No MOC or LOC orders will be permitted in any stock that does not publish an imbalance. While
MOC orders previously entered may be cancelled or reduced in size until 3:40 p.m., once a publication of an
imbalance in a stock has been made, any MOC or LOC orders subsequently entered in such stock will be
accepted only to trade on the opposite side of the market in relation to such published imbalance.

The liquidation of positions relating to a strategy involving any stock index futures, stock index options, or
options on stock index futures using MOCorders entered after 3:40 p.m. is not permitted, even if such orders
might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC or LOC orders, the imbalance of MOC orders
published as of 3:40 p.m. may not reflect the imbalance that exists at the close.

6. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance shall, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The specialist may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction should be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they shall be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

7. “G” Orders

Proprietary orders represented pursuant to Section 11(a) (1) (G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a) (1) (G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

80A. Rule 80A

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on the last trade date prior to each month's expiration.

If an MOC index arbitrage order to establish or increase a position is entered, and Rule 80A subsequently
goes into effect, the MOC order must be cancelled, regardless of the time Rule 80A goes into effect. If Rule
80A goes into effect prior to 3:40 p.m., the MOC order may be reentered with the appropriate tick restriction.
If Rule 80A goes into effect after 3:40 p.m., and there is a published imbalance in the subject stock, the MOC
order may be reentered, with the appropriate tick restriction, to offset the imbalance.

8. Due Diligence Requirements
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Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a) (2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Robert Ambrosio at (212) 656-5597 or Ms.
Carol Krusik at (212) 656-4597.

Robert J. McSweeney

Senior Vice President

                             

Attachments

         

3. Expiration Friday Pilot Stocks - September 15, 1995

   ABT   ABBOTT LABORATORIES

   AXP   AMERICAN EXPRESS COMPANY

   AHP   AMERICAN HOME PRODUCTS CORPORATION

   AIG   AMERICAN INTERNATIONAL GROUP INC.

   T     AMERICAN TELEPHONE AND TELEGRAPH

   AIT   AMERITECH CORP.

   AN    AMOCO CORPORATION
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   ARC   ATLANTIC RICHFIELD COMPANY

   BAC   BANKAMERICA CORPORATION

   BEL   BELL ATLANTIC CORPORATION

   BLS   BELLSOUTH CORPORATION

   BA    BOEING COMPANY

   BMY   BRISTOL MYERS SQUIBB COMPANY

   CCB   CAPITAL CITIES ABC INC.

   CHV   CHEVRON CORPORATION

   C     CHRYSLER CORPORATION HOLDING CO.

   CCI   CITICORP

   KO    COCA-COLA COMPANY

   COL   COLUMBIA HEALTHCARE CORP.

   DOW   DOW CHEMICAL COMPANY

   DD    DU PONT COMPANY

   EK    EASTMAN KODAK COMPANY

   LLY   ELI LILLY AND COMPANY
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   XON   EXXON CORPORATION

   FNM   FEDERAL NATIONAL MORTGAGE ASSOCIATION

   F     FORD MOTOR COMPANY

   GE    GENERAL ELECTRIC COMPANY

   GM    GENERAL MOTORS CORPORATION

   G     GILLETTE COMPANY

   GTE   GTE CORPORATION

   HWP   HEWLETT-PACKARD COMPANY

   HD    HOME DEPOT INC.

   IBM   INTERNATIONAL BUSINESS MACHINES CORP.

   IP    INTERNATIONAL PAPER COMPANY

   JNJ   JOHNSON AND JOHNSON

   MCD   MCDONALDS CORPORATION

   MRK   MERCK AND COMPANY INC.

   MMM   MINNESOTA MINING AND MANUFACTURING

   MOB   MOBIL CORPORATION
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   MOT   MOTOROLA INC.

   NYN   NYNEX CORPORATION

   PEP   PEPSICO INC.

   PFE   PFIZER INC.

   MO    PHILIP MORRIS COS. INC.

   PG    PROCTER AND GAMBLE COMPANY

   RD    ROYAL DUTCH PETROLEUM COMPANY

   *S    SEARS ROEBUCK AND CO.

   SBC   SOUTHWESTERN BELL CORPORATION

   UN    UNILEVER N.V. ORD SHARES

   USW   U.S. WEST INC.

   WMT   WAL-MART STORES INC.

   DIS   WALT DISNEY COMPANY

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of September 1,
1995 and the 20 Major Market Index stocks. The indicated (*) stock has been added to the list.

          

4. MidCap Index Expiration Friday Stocks - September 15, 1995

   AOC          AON Corp.
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   CMA          Comerica Inc.

   EMC          EMC Corporation

   FBS          First Bank System Inc.

   FFM          First Financial Management Corp.

   BEN          Franklin Resources Inc.

   *FRO         Frontier Corp.

   LSI          LSI Logic Corp.

   MS           Morgan Stanley Group Inc.

   ODP          Office Depot Inc.

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of September
1, 1995. The indicated (*) stock has been added to the list. AFL has been deleted.

5. MEMORANDUM

Date: September 8, 1995

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) Orders and Limit-at-
the-Close (LOC) Orders

1. Openings

1Q. Can “limit at the opening” (“limit OPG”) orders be entered in the stocks that are not among the
stocks included in the pilot?

1A. Yes. “Limit OPG” orders are permitted in all stocks on expiration Friday. Those orders related to a
strategy in expiring contracts must be entered by 9:00 a.m.

2Q. When can specialists obtain an OARS status request?

2A. At any time after 7:30 a.m., in any stock. (Specialists should review OARS inquiry, freeze and opening
procedures to avoid problems.)

3Q. Must specialists wait until 9:27 a.m. to start the ITS pre-opening application?
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3A. No. ITS Pre-Opening notifications may be issued beginning at 9:00 a.m.

4Q. Are “G” orders to sell short at the market handled differently at the opening than at the close on
expiration day?

4A. Yes, “G” short market orders are covered by two different procedures. At the opening they are handled
as they are on any other day. “G” short market orders must yield to all public limit orders at the lowest valid
short tick. At any higher price the “G” shorts need not yield. At the close, “G” market shorts must yield to all
limit orders at the sale price, even if that price is higher than the first valid short tick.

5Q. How should specialists and Floor Officials handle requests to “hold the opening” in the pilot
stocks?

5A. The Exchange has added auxiliary and early procedures with the express purpose of providing a prompt
opening in all stocks, not just the 50 pilot stocks. Brokers should be told to have their opening interest
represented by 9:30 a.m., and assuming adequate pricing information re: substantial disparity from the close,
all stocks should be opened as quickly after 9:30 as possible.

2. MOC Orders and LOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

2A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

   1. Example #1   200,000 buy MOC

                    50,000 sell MOC

                    50,000 sell plus MOC

                    25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

   2. Example #2   100,000 sell MOC

                    50,000 buy MOC

                    25,000 buy minus MOC
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                    25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000−B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

3Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4-1/2 - last sale 20 3/8

3A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the existing 20 1/2 sell limit orders have
priority over the MOC sell plus and sell short orders which in this case are treated like limit orders. On the
other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the MOC sell plus or sell short
orders are treated as marketable orders which go ahead of the 20 1/2 sell limit orders.

In the case of a MOC buy minus order, if the last sale was a “plus” or “zero plus” tick, all limit orders at 20
1/4 would have priority. If the last sale was a “minus” or “zero minus” tick, the MOC buy minus orders are
marketable and go ahead of the 20 1/4 limit orders.

4Q. Are MOC “short” at-the-close orders permitted?

4A. Firms may enter “short” MOC orders.

5Q. Should brokers in the Crowd give the specialist their MOC orders prior to 3:40 p.m.? How should
they be handled by the specialist?

5A. In all stocks, any brokers in the Crowd handling any MOC orders must either give their orders to the
specialist or communicate their irrevocable interest to the specialist by 3:40 p.m., to allow the specialist to
arrange a closing price.

6Q. Can MOC orders be cancelled after 3:40 p.m.?

6A. Firms may not enter MOC cancellations or reduce MOC orders in size after 3:40 p.m. No broker or
specialist can accept cancellation instructions on any MOC order after 3:40 p.m., except to correct a bona fide
error.

7Q. How are “limit or MOC” orders handled by specialists? How are “working” orders with
instructions to complete MOC handled by brokers?

7A. As with a simple MOC order, specialists and Floor brokers may not accept “limit or MOC” orders
after 3:40 p.m. “Limit or MOC” orders entered with the specialist before 3:40 p.m. will be considered to be
irrevocable MOC orders on the unexecuted portion as of 3:40 p.m., unless cancelled with the specialist prior
to that time.

When a broker represents a “working” order with instructions to complete MOC, by 3:40 p.m., the broker must
either enter a MOC order with the specialist or communicate his or her irrevocable interest to the specialist
with respect to any portion to be executed on a MOC basis. What portion the broker enters/commits would be
based upon the market characteristics of the stock, and his or her reasonable expectation of execution given
market conditions in the stock from 3:40 p.m. to the close.

8Q. Can MOC orders be entered in the pilot stocks if a “No Imbalance” notice is published at 3:40
p.m.?

8A. No MOC orders may be entered if a “No Imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.

9Q. Are limit-at-the-close (LOC) orders permitted?
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9A. Yes. LOC orders are permitted in all stocks. LOC orders may be entered only to offset published
imbalances of market-at-the-close (“MOC”) orders and must be entered by 3:55 p.m. LOC orders are
irrevocable once entered, except in the case of legitimate error.

10Q. What is the priority sequence for execution of LOC orders?

10A. Marketable LOC orders are treated as market orders and must be executed. Such orders include better-
priced (i.e., orders with a limit price better than the closing price) LOC orders to buy and sell long (including
“G” orders) and better-priced LOC orders to sell short or sell plus, if the closing price would represent a
“double plus tick”.

LOC orders limited to the closing price and better-priced LOC orders to sell short and sell plus that could not
be executed at a price lower than the actual close are sequenced by time priority among themselves, but
behind all other orders at the closing price, and may be executed, depending on the size of the imbalance to
be offset.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 95-36

Click to open document in a browser

August 18, 1995

  

Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: MANAGING PARTNER, CHIEF EXECUTIVE OFFICER, CHIEF OPERATIONS OFFICER,
PROXY SERVICES DEPARTMENT

SUBJECT: TELEPHONE PROXY VOTING SYSTEMS

The Securities and Exchange Commission has approved amendments to Exchange Rule 452 (“Giving
Proxies by Member Organization”) by Release No. 34-36040 dated July 31, 1995.

Rule 452.16 requires that certain records be kept in connection with proxy solicitations, including but not
limited to, records of voting instructions (whether verbal or written). The current voting process provides for
the transmission of a proxy statement and a voting authorization form to beneficial owners. The appropriate
voting selections are indicated on the form by the beneficial owner and it is mailed back to the member
organization or its agent.

The rule is amended (see Exhibit A) to provide an alternative to the current voting method which will allow
instructions from beneficial owners to be accepted by member organizations or their agents through the use
of an automated telephone voting system which has been approved by the Exchange.

An automated telephone voting system permits the beneficial owner to give voting instructions on appropriate
corporate proposals through a touch tone telephone. The system must utilize identification codes and provide
a validation opportunity in order for the beneficial owner to confirm that voting instructions were received
correctly. Such a system is considered to be less prone to tabulation error than the current system, in addition
to being more efficient and cost effective.

Questions concerning the use and approval of telephone proxy voting systems may be directed to Colleen
Corr at (212) 656-5030 or to Gary S. Tuttle at (212) 656-5025.

Salvatore PallanteGary S. Tuttle

Senior Vice President Director

Member Firm Regulation New Listings and Client Service

A. Exhibit A

Underscored reflects additions

452.16 Proxy records - Records covering the solicitation of proxies shall show the following:

(1) The date of receipt of the proxy material from the issuer or other person soliciting the proxies;

(2) names of customers to whom the material is sent together with date of mailing;

(3) all voting instructions showing whether verbal or written; and

(4) a summary of all proxies voted by the member organization clearly setting forth total shares voted for or
against or not voted for each proposal to be acted upon at the meeting.
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Verbal voting instructions may be accepted provided a record is kept of the instructions of the beneficial
owner and the instructions are retained by the member organization. The record shall also indicate the date of
the receipt of the instructions and the name of the recipient.

Instructions from beneficial owners may also be accepted by member organizations or their agents through
the use of an automated telephone voting system, which has been approved by the Exchange. Such a
system shall utilize an identification code for beneficial owners and provide an opportunity for beneficial
owners to validate votes to ensure that they were received correctly. Records of voting including the date of
receipt of instructions and the name of the recipient must be retained by the member organization or their
agent.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 95-35

Click to open document in a browser

August 11, 1995

  

Market Surveillance

 PLEASE NOTE NEW REQUIREMENTS: IN ADDITION TO EXISTING REQUIREMENTS, LOC ORDERS
MAY BE ENTERED IN ANY STOCK TO OFFSET PUBLISHED IMBALANCES OF MARKET-AT-THE-CLOSE
ORDERS AND MUST BE ENTERED BY 3:55 P.M. LOC ORDERS ARE IRREVOCABLE ONCE ENTERED.

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Revised Procedures for Handling Market-on-Close Orders on
August 18, 1995 (“Expiration Friday”)

The Securities and Exchange Commission has approved an amendment to the expiration policy. Effective
June 16, 1995, no market-on-close (“MOC”) orders may be entered in any stock after 3:40 p.m. However,
orders unrelated to expiring index arbitrage may be entered to offset published imbalances. The cutoff time
applies to all MOC orders in all stocks, even orders not related to a strategy involving any stock index futures,
stock index options or options on stock index futures. Detailed discussion can be found on Page 4 of this
memo.

The following summarizes key aspects of the expiration policy.

•AUXILIARY OPENING PROCEDURES WILL BE IN EFFECT THIS MONTH AND EVERY MONTH FOR
SELECTED MIDCAP STOCKS AS WELL AS REGULAR PILOT STOCKS.

•NO MOC ORDERS MAY BE ENTERED AFTER 3:40 P.M. IN ANY STOCK. FLOOR BROKERS
REPRESENTING SUCH ORDERS MUST COMMUNICATE THEIR IRREVOCABLE MOC INTEREST TO
THE SPECIALIST BY 3:40 P.M.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:40 P.M. IN ANY STOCK.

•AS SOON AS PRACTICABLE, AFTER 3:40 P.M., PILOT STOCKS MUST PUBLISH ANY MOC
IMBALANCE OF 50,000 SHARES OR MORE, OR PUBLISH A NO IMBALANCE STATUS. OTHER STOCKS
MAY PUBLISH AN MOC IMBALANCE.

•AFTER 3:40 P.M., MOC ORDERS NOT RELATED TO AN EXPIRING STRATEGY MAY ONLY BE
ENTERED TO OFFSET PUBLISHED IMBALANCES.

•LOC ORDERS MAY BE ENTERED ENTERED IN ANY STOCK TO OFFSET PUBLISHED IMBALANCES.
REFER TO PAGE 3 FOR DETAILS.

DETAILED DISCUSSION IS PROVIDED ON THE FOLLOWING PAGES.

The August 18, 1995 expiration Friday pilot stock lists are attached. Please note that only opening procedures
apply to the MidCap-related list.

1. OPENING PROCEDURES

For each monthly expiration, several auxiliary procedures are necessary to integrate stock orders relating
to expiring contracts into NYSE's opening procedures in a manner that assures an efficient market opening
in each stock as close to 9:30 a.m. as possible. The auxiliary opening procedures applicable on August 18,
1995 are:
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1. Order Entry

Stock orders relating to index contracts whose settlement pricing is based upon the August 18, 1995 opening
prices must be received by SuperDot or by the specialist by 9:00 a.m.

- These orders may be cancelled or reduced in size. 1 

- Stock orders relating to index contracts whose settlement pricing is not based upon the August 18, 1995
opening prices may be entered after 9:00 a.m.

To facilitate early order entry, SuperDot (1) will begin accepting orders at 7:30 a.m. and (2) will accept market
orders of 30,099 shares or less.

“Limit-at-the-opening” (“limit OPG”) orders are permitted, including delivery through Exchange systems.

- Ordinary limit orders may also be entered.

2. Order Identification

Stock orders relating to opening-price settling contracts must be identified “OPG.”

- Firms entering these orders through SuperDot, but unable to identify orders as “OPG”, may use a unique
branch code or firm identifier (mnemonic) to identify these orders. The NYSE Market Surveillance Division (11
Wall Street, 10th Floor) must be advised of the branch code or identifier by August 21, 1995.

- Firms unable to identify these orders in either way, and firms not using SuperDot, must submit a list of all
these orders and related details to the NYSE Market Surveillance Division by August 21, 1995.

3. Dissemination of Order Imbalances

For any of the pilot stocks and for ten selected S&P MidCap 400 Index stocks (lists attached) having a market
order imbalance of 50,000 shares or more at 9:00 a.m., the NYSE will disseminate the size of the order
imbalance via the low-speed ticker and the news services as promptly as practicable after 9:00 a.m.

4. Dissemination of Indications

Except for the auxiliary procedures described above, all stocks, including the pilot stocks and selected
MidCap stocks, are subject to the regular NYSE opening procedures, including price indications where a
substantial price change is anticipated. Dissemination of an indication is mandatory for an opening which
will result in a price change constituting the lesser of 10% or three points from the prior NYSE close, or five
points if the previous close is $100 or higher, unless the price change is less than one point. Fifteen minutes
must elapse between a first indication and a stock's opening. However, when more than one indication is
necessary, a stock may open (1) five minutes after the last indication when it overlaps the prior indication
(e.g., 51 - 53 overlaps 50 - 52, but does not overlap 53 - 55) and (2) ten minutes after the last indication when
it does not overlap the prior indication, provided that 15 minutes must have elapsed from the dissemination of
the first indication.

2. PROCEDURES RELATING TO THE CLOSE

1. Limit-At-The-Close (“LOC”) Orders

Effective July 28, 1995, LOC orders may be entered in any stock providing that they offset published
imbalances.

Current procedures require MOC imbalances of 50,000 shares or more in the pilot stocks to be published on
the tape as soon as practicable after 3:40 p.m. on expiration days, including expiration Fridays. At that time,
other stocks may also publish MOC imbalances. LOC orders may be entered only if imbalances have been
published and must be entered by 3:55 p.m. On expiration days, LOC orders are irrevocable once entered,
except in the case of legitimate error.
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No LOC orders related to a strategy including any stock index futures, stock index options or options on stock
index futures in expiring contracts may be entered in any stock.

An LOC order is one that is entered for execution at the closing price provided that the closing price is at or
within the limit specified. LOC orders may be entered only to offset published imbalances of market-on-close
(“MOC”) orders. They are prioritized on the specialist's book by time of entry and go behind all other orders
on the specialist's book at that price. LOC orders with prices that are better than the closing prices in the
subject security are guaranteed an execution, unless there is a trading halt in the security. LOC orders at the
closing price are executed in order of time priority with respect to other LOC orders, but are not guaranteed
an execution.

2. Market-On-Close Orders

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. THIS APPLIES
TO MOC ORDERS IN ALL STOCKS, REGARDLESS OF WHETHER SUCH ORDERS RELATE TO A
STRATEGY INVOLVING any stock index futures, stock index options, or options on stock index futures, in all
stocks. These procedures have been filed as a rule with the SEC.

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

3. MOC Order Entry

The cut-off time is 3:40 p.m. for the entry of all MOC orders, regardless of whether they relate to a strategy
including any expiring stock index futures, stock index options or options on stock index futures. This
requirement applies to all stocks not just pilot stocks. Floor brokers representing any MOC orders must
communicate their irrevocable MOC interest to the specialist by 3:40 p.m. These closing procedures will be
implemented with the August 18, 1995 expiration.

To facilitate the determination of order imbalances before the close, no MOC order may be entered in any
stock after 3:40 p.m. except to offset a published imbalance in a pilot stock. This will contribute to a more
accurate picture, earlier, of the interest in any stock at the close.

For the limited exception that relates to entry of MOC orders to offset published imbalances, refer to the
material below.

4. Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:40 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will continue to be permitted after 3:40 p.m.

5. Special Procedures on Limitation of Entry of Orders and Publication of Imbalances

You must, as stated above and required for all stocks, enter all MOC orders, by 3:40 p.m. eastern time. It
should be noted that pursuant to the newly amended Rule 13, limit-at-the-close orders may be entered in any
stock for execution on the close, in addition to market-on-close orders.
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As soon as possible after 3:40 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:40 p.m. in the pilot stocks, and other stocks may also publish MOC
imbalances. No MOC or LOC orders will be permitted in any stock that does not publish an imbalance. While
MOC orders previously entered may be cancelled or reduced in size until 3:40 p.m., once a publication of an
imbalance in a stock has been made, any MOC or LOC orders subsequently entered in such pilot stock will
be accepted only to trade on the opposite side of the market in relation to such published imbalance.

The liquidation of positions relating to a strategy involving any stock index futures, stock index options, or
options on stock index futures using MOCorders entered after 3:40 p.m. is not permitted, even if such orders
might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC or LOC orders, the imbalance of MOC orders
published as of 3:40 p.m. may not reflect the imbalance that exists at the close.

6. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance shall, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The specialist may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction should be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they shall be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

7. “G” Orders

Proprietary orders represented pursuant to Section 11(a) (1) (G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a) (1) (G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

80A. Rule 80A

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on the last trade date prior to each month's expiration.

If an MOC index arbitrage order to establish or increase a position is entered, and Rule 80A subsequently
goes into effect, the MOC order must be cancelled, regardless of the time Rule 80A goes into effect. If Rule
80A goes into effect prior to 3:40 p.m., the MOC order may be reentered with the appropriate tick restriction.
If Rule 80A goes into effect after 3:40 p.m., and there is a published imbalance in the subject stock, the MOC
order may be reentered, with the appropriate tick restriction, to offset the imbalance.

8. Due Diligence Requirements

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

362

http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D11%28a%29%281%29%28G%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE90/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D11%28a%29%281%29%28G%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a) (2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
Robert Ambrosio at (212) 656-5597.

Robert J. McSweeney

Senior Vice President

                             

Attachments

           

3. Expiration Friday Pilot Stocks - August 18, 1995

   ABT    ABBOTT LABORATORIES

   AXP    AMERICAN EXPRESS COMPANY

   AHP    AMERICAN HOME PRODUCTS CORPORATION

   AIG    AMERICAN INTERNATIONAL GROUP INC.

   T      AMERICAN TELEPHONE AND TELEGRAPH

   AIT    AMERITECH CORP.

   AN     AMOCO CORPORATION
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   ARC    ATLANTIC RICHFIELD COMPANY

   BAC    BANKAMERICA CORPORATION

   BEL    BELL ATLANTIC CORPORATION

   BLS    BELLSOUTH CORPORATION

   BA     BOEING COMPANY

   BMY    BRISTOL MYERS SQUIBB COMPANY

   *CCB   CAPITAL CITIES ABC INC.

   CHV    CHEVRON CORPORATION

   C      CHRYSLER CORPORATION HOLDING CO.

   CCI    CITICORP

   KO     COCA-COLA COMPANY

   COL    COLUMBIA HEALTHCARE CORP.

   DOW    DOW CHEMICAL COMPANY

   DD     DU PONT COMPANY

   EK     EASTMAN KODAK COMPANY

   LLY    ELI LILLY AND COMPANY
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   XON    EXXON CORPORATION

   FNM    FEDERAL NATIONAL MORTGAGE ASSOCIATION

   F      FORD MOTOR COMPANY

   GE     GENERAL ELECTRIC COMPANY

   GM     GENERAL MOTORS CORPORATION

   G      GILLETTE COMPANY

   GTE    GTE CORPORATION

   HWP    HEWLETT-PACKARD COMPANY

   HD     HOME DEPOT INC.

   IBM    INTERNATIONAL BUSINESS MACHINES CORP.

   IP     INTERNATIONAL PAPER COMPANY

   JNJ    JOHNSON AND JOHNSON

   MCD    MCDONALDS CORPORATION

   MRK    MERCK AND COMPANY INC.

   MMM    MINNESOTA MINING AND MANUFACTURING

   MOB    MOBIL CORPORATION
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   MOT    MOTOROLA INC.

   NYN    NYNEX CORPORATION

   PEP    PEPSICO INC.

   PFE    PFIZER INC.

   MO     PHILIP MORRIS COS. INC.

   PG     PROCTER AND GAMBLE COMPANY

   RD     ROYAL DUTCH PETROLEUM COMPANY

   SBC    SOUTHWESTERN BELL CORPORATION

   UN     UNILEVER N.V. ORD SHARES

   USW    U.S. WEST INC.

   WMT    WAL-MART STORES INC.

   DIS    WALT DISNEY COMPANY

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of August 4, 1995
and the 20 Major Market Index stocks. The indicated (*) stock has been added to the list. S has been deleted.

          

4. MidCap Index Expiration Friday Stocks - August 18, 1995

   AFL        AFLAC Inc.

   AOC        AON Corp.
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   CMA        Comerica Inc.

   EMC        EMC Corporation

   FBS        First Bank System Inc.

   FFM        First Financial Management Corp.

   *BEN       Franklin Resources Inc.

   LSI        LSI Logic Corp.

   MS         Morgan Stanley Group Inc.

   ODP        Office Depot Inc.

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of August 4,
1995. The indicated (*) stock has been added to the list. SCH has been deleted.

5. MEMORANDUM

Date: August 11, 1995

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) Orders and Limit-at-
the-Close (LOC) Orders

1. Openings

1Q. Can “limit at the opening” (“limit OPG”) orders be entered in the stocks that are not among the
stocks included in the pilot?

1A. Yes. “Limit OPG” orders are permitted in all stocks on expiration Friday. Those orders related to a
strategy in expiring contracts must be entered by 9:00 a.m.

2Q. When can specialists obtain an OARS status request?

2A. At any time after 7:30 a.m., in any stock. (Specialists should review OARS inquiry, freeze and opening
procedures to avoid problems.)

3Q. Must specialists wait until 9:27 a.m. to start the ITS pre-opening application?

3A. No. ITS Pre-Opening notifications may be issued beginning at 9:00 a.m.
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4Q. Are “G” orders to sell short at the market handled differently at the opening than at the close on
expiration day?

4A. Yes, “G” short market orders are covered by two different procedures. At the opening they are handled
as they are on any other day. “G” short market orders must yield to all public limit orders at the lowest valid
short tick. At any higher price the “G” shorts need not yield. At the close, “G” market shorts must yield to all
limit orders at the sale price, even if that price is higher than the first valid short tick.

5Q. How should specialists and Floor Officials handle requests to “hold the opening” in the pilot
stocks?

5A. The Exchange has added auxiliary and early procedures with the express purpose of providing a prompt
opening in all stocks, not just the 50 pilot stocks. Brokers should be told to have their opening interest
represented by 9:30 a.m., and assuming adequate pricing information re: substantial disparity from the close,
all stocks should be opened as quickly after 9:30 as possible.

2. MOC Orders and LOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy o n balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

2A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

   1. Example #1   200,000 buy MOC

                    50,000 sell MOC

                    50,000 sell plus MOC

                    25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

   2. Example #2   100,000 sell MOC

                    50,000 buy MOC

                    25,000 buy minus MOC
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                    25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000−B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

3Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4 -1/2 - last sale 20 3/8

3A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the existing 20 1/2 sell limit orders have
priority over the MOC sell plus and sell short orders which in this case are treated like limit orders. On the
other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the MOC sell plus or sell short
orders are treated as marketable orders which go ahead of the 20 1/2 sell limit orders.

In the case of a MOC buy minus order, if the last sale was a “plus” or “zero plus” tick, all limit orders at 20
1/4 would have priority. If the last sale was a “minus” or “zero minus” tick, the MOC buy minus orders are
marketable and go ahead of the 20 1/4 limit orders.

4Q. Are MOC “short” at-the-close orders permitted?

4A. Firms may enter “short” MOC orders.

5Q. Should brokers in the Crowd give the specialist their MOC orders prior to 3:40 p.m.? How should
they be handled by the specialist?

5A. In all stocks, any brokers in the Crowd handling any MOC orders must either give their orders to the
specialist or communicate their irrevocable interest to the specialist by 3:40 p.m., to allow the specialist to
arrange a closing price.

6Q. Can MOC orders be cancelled after 3:40 p.m.?

6A. Firms may not enter MOC cancellations or reduce MOC orders in size after 3:40 p.m. No broker or
specialist can accept cancellation instructions on any MOC order after 3:40 p.m., except to correct a bona fide
error.

7Q. How are “limit or MOC” orders handled by specialists? How are “working” orders with
instructions to complete MOC handled by brokers?

7A. As with a simple MOC order, specialists and Floor brokers may not accept “limit or MOC” orders
after 3:40 p.m. “Limit or MOC” orders entered with the specialist before 3:40 p.m. will be considered to be
irrevocable MOC orders on the unexecuted portion as of 3:40 p.m., unless cancelled with the specialist prior
to that time.

When a broker represents a “working” order with instructions to complete MOC, by 3:40 p.m., the broker must
either enter a MOC order with the specialist or communicate his or her irrevocable interest to the specialist
with respect to any portion to be executed on a MOC basis. What portion the broker enters/commits would be
based upon the market characteristics of the stock, and his or her reasonable expectation of execution given
market conditions in the stock from 3:40 p.m. to the close.

8Q. Can MOC orders be entered in the pilot stocks if a “No Imbalance” notice is published at 3:40
p.m.?

8A. No MOC orders may be entered if a “No Imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.

9Q. Are limit-at-the-close (LOC) orders permitted?
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9A. Yes. LOC orders are permitted in all stocks. LOC orders may be entered only to offset published
imbalances of market-at-the-close (“MOC”) orders and must be entered by 3:55 p.m. LOC orders are
irrevocable once entered, except in the case of legitimate error.

10Q. What is the priority sequence for execution of LOC orders?

10A. Marketable LOC orders are treated as market orders and must be executed. Such orders include better-
priced (i.e., orders with a limit price better than the closing price) LOC orders to buy and sell long (including
“G” orders) and better-priced LOC orders to sell short or sell plus, if the closing price would represent a
“double plus tick”.

LOC orders limited to the closing price and better-priced LOC orders to sell short and sell plus that could not
be executed at a price lower than the actual close are sequenced by time priority among themselves, but
behind all other orders at the closing price, and may be executed, depending on the size of the imbalance to
be offset.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
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August 9, 1995

  

Market Surveillance

 TO: Members and Member Organizations Options Trading Rights Holders

FROM: Market Surveillance

SUBJECT: Capture and Submission of Options Trade Information

Certain questions have been asked recently regarding members' obligations under certain Exchange
recordkeeping rules.

Exchange Rule 762 requires that, in addition to other information, the executing broker and contra badge
number must be captured for all transactions effected on the Floor. If an order is entrusted to another broker
or the specialist, then that broker or specialist is the executing broker. Members should not substitute clearing
numbers in the executing or contra broker badge field. This record must be submitted in a clearly legible
format to the clearing member responsible for the trade, who must submit accurate data to the Exchange on
a daily basis. Each trade must indicate whether the transaction was opening or closing (with the exception of
specialist transactions).

To ensure compliance with Exchange Rules 758 and 758A as well as federal securities laws, each order to
be executed on the Floor must designate whether such order is for the account of a member, a nonmember
broker dealer or a non-broker dealer customer. Additionally, Exchange Rule 123.10 states that when
cancelling or changing an order which has been previously given to the specialist or another broker for
execution, a member is required to do so in writing. Rule 121 imposes similar recordkeeping requirements on
specialists.

Members and member organizations who do not comply with the above stated Exchange Rules may be
subject to summary fines provided in Rule 476A and may also be subject to disciplinary action pursuant to
Rule 476. Questions may be addressed to John M. Juul at (212) 656-2413 or Hope Duffy at (212) 656-6197.

Agnes M. Gautier

Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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August 3, 1995

  

Market Surveillance

 TO: All Members and Member Organizations

SUBJECT: Allocation Policy and Procedures

The Securities and Exchange Commission recently approved amendments to the Exchange's Allocation
Policy and Procedures which permit Floor broker Senior Floor Officials to substitute for Floor Governors on
the Allocation Committee for purposes of satisfying the Policy's quorum requirements. The amended policy is
attached. The amendments are effective immediately.

The composition of the Allocation Committee is intended to maximize expertise and objectivity in the
allocation process. To the maximum extent possible, the Floor members are expected to be a core group of
experienced, senior professionals. In accordance with this intent, the Exchange amended the Policy (effective
October, 1994) to increase the number of Floor broker Governors on the Allocation Committee from one
to three. The Exchange believes that the Governors on the committee add a comprehensive knowledge
of specialist performance and a broad perspective relating to the Exchange market. The Exchange also
amended the Policy's quorum requirement to require at least two Floor Broker Governors to be present at
Allocation Committee meetings (prior Policy required only one Governor to be present).

In order to avoid the appearance of a conflict of interest on the part of an Allocation Committee member,
the Policy requires an Allocation Committee member whose firm has an investment banking/underwriting
relationship with a listing company, or is affiliated with a specialist unit applicant, to abstain from deliberations
with respect to that particular stock. Since the implementation of the amendments discussed above, the
Exchange has found that the conflict of interest exclusion may, at times, impede the Exchange's efforts to
maintain the maximum presence of three Governors on the Allocation Committee or meet the two Governor
quorum requirement. In order to ensure the participation of experienced Floor professionals in the allocation
process, the Exchange has amended the Policy to permit Senior Floor Officials to substitute for Governors on
the Allocation Committee for purposes of satisfying the Policy's quorum requirements.

The Allocation Committee membership is drawn from the Allocation Panel. The Panel consists of 28
Floor brokers, 8 allied members, the 8 Floor broker Governors who are part of the panel by virtue of their
appointment as Governors and the four allied members serving on the Exchange's Market Performance
Committee. The Exchange also amended the Policy to expand the Allocation Panel by appointing a minimum
of 5 Senior Floor Officials to the panel each year. The Senior Floor Officials on the panel constitute a separate
category, distinguished from the 28 Floor brokers on the panel.

In the event that any of the broker Governors on the standing committee are not able to attend an Allocation
Commi ttee meeting, or participate in the allocation of a particular stock, the Exchange will first seek to
substitute for such Governor(s) with another broker Governor on the Panel. If no such Governor is available,
in order to maximize the seniority of the Committee membership, a Senior Floor Official broker on the Panel
that is not a standing member of the Allocation Committee will be sought as a substitute for the absent
Governor(s). In instances where no Senior Floor Official broker is available from the Panel, any Senior
Floor Official broker on the standing committee will be deemed to substitute for the absent Governor(s) for
purposes of meeting the Governor quorum requirement.
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Questions concerning these amendments may be directed to Linda Korbin, Committee Support Services
(212) 656-3008.

Robert J. McSweeney

Senior Vice President

NEW YORK STOCK EXCHANGE, INC.

1. Allocation Policy and Procedures

I. PURPOSE

The current allocation process was established in 1976. In September 1987 the Quality of Markets Committee
of the NYSE Board of Directors appointed a special Allocation System Review Committee (ARC) to conduct
a comprehensive review of the allocation process. The ARC's recommendations were implemented once
approved by the SEC in May 1990. A second and third committee were appointed to review the policy and to
make revisions where appropriate. The objective of each review was to preserve the integrity of the original
system and build upon its strengths, in order to ensure that the allocation process:

(1) is based on fairness and consistency;

(2) maximizes the professionalism, expertise and objectivity of committee members;

(3) minimizes potential conflicts of interest;

(4) rewards performance and provides an incentive for performance improvement;

(5) spreads reward and risk throughout the specialist system, in order to contribute to its strength and
continued viability;

(6) provides the best possible match between specialist unit and stock, and provides an opportunity for input
from the listing company for that purpose;

(7) provides for education of all participants in the allocation process; and

(8) ensures the strength and autonomy of the Allocation Committee in applying policy.

Both committees concluded that, since its inception in 1976, the allocation process has worked very well.
Because specialists can expand their business only by increasing the number of their specialty stocks,
allocation criteria and procedures and the performance evaluations on which they rely focus critical attention
on customer service and ongoing improvement in the level of specialists' performance. The result is higher
quality markets, benefiting the investing public, listed companies and member organizations.

The committee recognizes that one key to continued success is ongoing education to ensure understanding
of and commitment to the allocation process. The effectiveness of the allocation system, and the full
confidence of the broad range of Exchange constituents in that process, also depend on specialist
performance data and can be sustained only to the extent that the performance evaluation process provides
the highest quality data to the deliberative process. The Allocation System Review Committee reviewed
and developed recommendations regarding the SPEQ process in 1991. It is essential that the Exchange
continue to periodically review and seek to improve the specialist performance evaluation process as well as
the allocation system.

This document presents the policy of the Exchange with respect to the allocation of equity securities: (1)
when a common stock is to be initially listed on the Exchange; (2) when a security is to be reallocated as a
result of disciplinary or other proceedings under Exchange Rules 103A, 475 and 476; or (3) when a specialist
unit voluntarily surrenders its registration in a security as a result of possible disciplinary or performance
improvement action. The purpose of the allocation system is: (1) to ensure that securities are allocated in
an equitable and fair manner and that all specialist units have a fair opportunity for allocations based on
established criteria and procedures; (2) to provide an incentive for ongoing enhancement of performance
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by specialist units; (3) to provide the best possible match between specialist unit and security and (4) to
contribute to the strength of the specialist system.

II. ALLOCATION COMMITTEE

1. Responsibility

The Allocation Committee has sole responsibility for the allocation of securities to specialist units under this
policy pursuant to authority delegated by the Board of Directors, and is overseen by the Quality of Markets
Committee of the Board (“QOMC”). The Allocation Committee renders decisions based on the allocation
criteria specified in this policy (see Section IV). Allocation decisions are published for Exchange Floor
members and are communicated to listing companies by Exchange staff. The Allocation Committee gives
periodic reports to the QOMC.

2. Composition

The composition of the Allocation Committee is intended to maximize expertise and objectivity in the
allocation process.

To this end, the committee is comprised of 7 Floor brokers, including 3 broker Governors (1 of whom may
be an independent/two dollar broker), 4 other Floor brokers from the Allocation Panel (1 of whom must be an
independent/two dollar broker) and 2 allied members from the Market Performance Committee or the panel.
For options allocations, only 1 Governor shall sit on the committee. Commission brokers contribute their
experience in conducting business with specialists, as well as broad-based knowledge of units on the Floor.
Therefore, they have the largest representation on the committee. Allied members often provide a perspective
on the trading characteristics of new listings and experience as an off-Floor customer of the specialists.
Including Governors on the committee adds comprehensive knowledge of specialist performance as well as a
broad perspective and expertise relating to the Exchange.

The 9-member committee is chosen from an Allocation Panel (See Section III), which includes Floor
brokers, allied members, Governors, and Senior Floor Officials. Selection of committee members within the
appropriate member categories is random as to individuals, but an effort is made to appoint individuals who
have not yet served on the committee before reappointing past committee members. The Exchange also
tries to provide a balanced Floor geographical mix - 3 Main Room, 2 Garage, 1 Blue Room, 1 Expanded Blue
Room. Efforts are also made to include no more than one broker or allied member whose firm is affiliated with
a specialist unit.

3. Term of service

Committee members serve 4-month terms, and every two months four or five members are rotated, thereby
fostering continuity and objectivity in the decision-making process.

A committee member whose term has expired is ineligible for consecutive reappointment, but after two
months is eligible for further service if again randomly selected.

4. Quorum requirement

A full Allocation Committee affords optimal participation, and every effort is made to have 9 members for
each allocation decision. Whenever standing committee members are unable to serve for a particular
meeting or must abstain from deliberations regarding particular stocks, randomly selected panel members
may substitute to complete a 9-member committee. A quorum requirement is established so that allocation
decisions can otherwise be made, provided there are 7 members including 6 Floor brokers, at least two of
whom are Governors, and 1 allied member. For options allocations, a quorum shall include one Governor.
In the event that any of the broker Governors on the standing committee are not able to attend an Allocation
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Committee meeting, or are unable to participate in the allocation of a particular stock, the Exchange first
seeks to substitute for such Governor(s) with another broker Governor on the panel. If no such Governor is
available, a Senior Floor Official broker on the panel who is not currently a standing member of the Allocation
Committee may serve as a substitute for a Governor for the purpose of meeting the Governor quorum
requirement. If no Senior Floor Official broker on the panel is available, any Senior Floor Official broker on
the standing committee may substitute for the absent Governor(s) for the purpose of meeting the Governor
quorum requirement. The Exchange seeks as a substitute a Senior Floor Official who is not currently a
standing member of the Allocation Committee in order to maximize the level of seniority of the standing
committee. In the event no current Floor broker or allied panel member is available, a former Allocation
Committee chairman may substitute, but may not substitute for Governor for the purpose of meeting the
Governor quorum requirement, unless such former Allocation Committee chairman is a Senior Floor Official
on the panel. A former chairman brings unique experience and expertise to the process.

5. Chairman

The Allocation Committee chairman is selected from among the Floor brokers on the standing committee
whose firms conduct business with the public, as well as Governors. (Governors and brokers whose firms
are affiliated with a specialist unit are ineligible to serve as chairman.) All candidates for chairman must have
experience on the Allocation Committee to qualify. The chairman is elected by current Allocation Committee
members, including outgoing members, and members of the committee who will be serving at the time of the
chairman's appointment.

While allocation decisions are made by the committee as a whole, the chairman's role calls for leadership in
conducting meetings in accordance with policy and procedure, emphasizing the importance of preserving the
integrity of the allocation process, the committee's responsibility to serve the best interests of the public and
the Exchange, and the need to suspend individual interest and avoid possible conflicts of interest.

In order to foster a complete understanding of and ensure consistency of the allocation process, each new
chairman is elected two months prior to the commencement of his or her term as chairman. The eligible
members will thus include the brokers with 4 to 6 months remaining in their committee terms, plus the brokers
selected for rotation onto the committee two months hence. The chairman will serve until the end of his or her
committee term (i.e., two to six months).

If elected prior to the commencement of his or her committee term the chairman-elect will attend meetings
as an observer and discuss the allocations with the current chairman. If already serving on the committee,
the chairman-elect will likewise discuss the meetings with the current chairman. Orientation of each new
chairman will also be provided by former chairmen of the Allocation Committee and by the Quality of Markets
Committee. A standardized agenda for education of new chairmen will be made available.

6. Committee member abstentions

In making allocation decisions pursuant to this policy, it is the responsibility of each Allocation Committee
member to adhere strictly to the approved allocation criteria. A committee member who feels he or she
cannot abide by the criteria due to potential conflict of interest (e.g., allocation involving a relative, a financial
interest, relief specialists, etc.) should disqualify himself or herself from the deliberations.

If an Allocation Committee member has an investment banking relationship (defined as manager or co-
manager of an underwriting group) or is in an advisory fee relationship with an about-to-be listed company,
that committee member must abstain from allocation deliberations with respect to that particular stock. A
broker or allied member whose firm is affiliated with a specialist unit must abstain from deliberations regarding
allocation of a stock for which that unit has applied.

7. Committee disclosure
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The names of the standing committee members will be kept confidential. Allocation Committee books will not
be delivered to committee members on the trading Floor. Committee members will pick up their books at the
Committee Support Services area.

8. Committee information

Allocation policy provides the application form and related written correspondence as the means by which
interested parties transmit to the Allocation Committee information pertinent to allocations. Exchange
members and investment bankers may not initiate contact with Allocation Committee members pertaining to
an upcoming allocation. Allocation Committee members will enforce this prohibition. Allocation decisions are
made by the committee as a whole, based on the published allocation crit eria. Under all circumstances the
confidentiality of the Allocation Committee's deliberations is paramount.

9. Observation of Committee Meetings

All incoming committee members are expected to observe as many committee meetings as possible prior to
the commencement of their committee terms.

III. ALLOCATION PANEL

1. Composition

The composition of the Allocation Panel reflects the committee structure and includes 28 Floor brokers, 8
allied members, the 8 Floor broker Governors who are part of the panel by virtue of their appointment as
Governors, the 4 allied members serving on the Market Performance Committee, and a minimum of 5 Senior
Floor Official brokers that have been appointed to the panel.

2. Selection

Panel members are nominated by the membership. A selection committee, appointed by the Floor
Directors, reviews the nominations and recommends panel appointments to the Floor Directors, who finalize
recommendations for presentation to the QOMC. The selection committee operates in accordance with such
guidelines as are established and made known to the membership from time to time. The selection committee
and, in turn, the Floor Directors seek to develop a representative panel that maximizes professional expertise
and broad exposure on the Floor by including members from various types of firms and from diverse locations
on the Floor. To the maximum extent possible, the Floor members on the panel are expected to be a core
group of experienced, senior professionals, such as former Allocation Committee chairmen, Senior Floor
Officials, and current and former Floor Governors.

In the case of allied members, the member organization is appointed to the panel. The individual
representative is then selected by the organization. A Floor Director gives guidance to the organization in
selecting an appropriate representative.

3. Eligibility

Professional expertise and experience are essential to the excellence of the allocation system. Therefore, a
Floor member must have a minimum of 5 years experience as a member on the Floor in order to be eligible
for appointment to the Allocation Panel. In the case of allied members, the member organization shall select
a representative with at least 5 years of trading experience in listed equities and a senior position on the
trading desk. Each allied member may designate one alternate who meets the Panel qualifications, subject to
approval by the Floor Directors.

4. Term of service
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Panel members are appointed to serve a one-year term. They may serve a maximum of 6 consecutive one
year terms. Once a panel member has served a total of two 4-month committee terms, the member is rotated
off the panel at the next annual meeting of the Exchange. The panel members serve staggered terms so
that every 2 months 4 or 5 members rotate from the committee. Once rotated off, the member is ineligible
for appointment to the panel for one year. Governors are not subject to the two committee term restriction,
but remain on the panel for as long as they are Governors. Senior Floor Officials are subject to annual
reappointment, but are not subject to the two committee term restriction and are not limited to a maximum of
six consecutive one year terms.

IV. ALLOCATION CRITERIA

Allocation decisions under this policy are based on the professional judgment of the Allocation Committee in
applying specified criteria.

In order to ensure that a single criterion is not afforded too great a weight in any allocation decision, and in
order to ensure consistency in the allocation process, the Allocation Committee will base its decisions on the
following:

(i) results of the Specialist Performance Evaluation Questionnaire (“SPEQ”) (to be given no more than 25%
weight);

(ii) objective performance measures; and

(iii) the committee's expert professional judgment in considering the SPEQ, objective measures of
performance, and other criteria as enumerated below.

Set forth below are the criteria, followed by an explanation of each:

- SPEQ

- Objective performance measures

- Professional judgment

- Listing company input

- Allocations received

- Capital deficiency, disciplinary actions, justifiable complaints

- Foreign listing considerations

1. Specialist Performance Evaluation Questionnaire

The SPEQ includes several facets. Professional judgment determines the relative weight of the various
aspects listed below:

(a) ratings in the current quarter, particularly relative to other applicants;

(b) improved ratings;

(c) ratings over time (e.g., 4 quarters), to consider possible aberrations in ratings;

(d) the strengths of the individual specialist designated by the unit to handle the stock, relative to the
strengths of the specialists designated by other applicants, as indicated by SPEQ comments that frequently
refer to performance of individuals;

(e) ratings and written comments on specific specialist functions in relation to particular characteristics of the
new listing; and

(f) written SPEQ comments as to the performance of the entire unit.

2. Objective measures of performance
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The objective performance measures include TTV, stabilization and such other measures as may be adopted.
Objective measures in Rule 103A include:

(a) timeliness of regular openings;

(b) promptness in seeking Floor official approval of a non-regulatory delayed opening;

(c) timeliness of DOT turnaround; and

(d) response to administrative messages.

The objective measures are reported to the Allocation Committee as a “pass” or “fail” as specified in Rule
103A.

Specialist dealer performance is measured in terms or participation (TTV) and stabilization. The Allocation
Committee receives the most recent data available and historical data with respect to each applicant's
performance in relation to other units evaluated during the same time period.

The Allocation Committee is informed if an applicant has been subject to a performance improvement action
in the most recent four quarters.

Although stocks are allocated to units, as noted above, the committee may give consideration to the person
who will serve as the specialist. Therefore, it is important that the application accurately represent the unit's
plans as to the individual who will handle the stock.

3. Professional judgment

The expert, professional judgment of the members of the Allocation Committee is crucial to the allocation
decision-making process. Decisions are based on professional judgment, rather than mathematical
calculation. Each committee member evaluates the data and determines how the specified criteria should
be applied in each allocation, based on his or her expertise and experience from the viewpoint of his or her
role in the Exchange community. In addition to the SPEQ and the objective performance measures described
above, the committee also considers listing company input, allocations received, capital and disciplinary and
cautionary data, as detailed below.

4. Listing company input

Listing on the New York Stock Exchange is a significant development for a company, and the assignment of
a specialist to make a market in the company's shares via the allocation process is an important step. The
listing company may wish to communicate its views for consideration by the Allocation Committee in selecting
the best possible specialist for the company's stock.

The Allocation Committee will consider a letter from the listing company requesting specific units and/or
specifying particular expertise in one or more aspects of the specialist's role. While specialist performance
continues to be the most significant criterion, the committee will use its professional judgment in giving
appropriate weight to all relevant factors, including company letters, to determine the selection of a specialist
unit.

From time to time a listing company may choose to interview specialist units. The Exchange takes a neutral
position on this practice and as such will neither arrange interviews nor recommend units to be interviewed.

5. Allocations received

The committee is provided information on allocations received by each unit in the preceding year and the
current year, the number of applicants for those stocks allocated in the past and the number of stocks lost
through corporate mergers, delistings or other such events over which the specialist has no control. While
a recent allocation does not preclude a unit from being awarded a subsequent new listing, the committee
considers such factors in comparing similarly qualified applicants.
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6. Capital deficiency

The committee is informed of any applicant that is in capital violation, or is potentially in violation, based
on a current check of estimated capital data (conducted between the application deadline and the date of
the allocation meeting). A unit with a capital deficiency will be informed in advance of the meeting and may
provide information for the committee explaining the circumstances of the unit's capital situation. The unit's
capital history will also be provided (frequency of past violations and borderline situations).

7. Disciplinary and cautionary data

The committee is informed of disciplinary and cautionary actions, as described below.

Cautionary letters regarding market maintenance are reported for 12 months beginning at the time of
issuance.

All other cautionary letters and summary fines are reported for 6 months beginning at the time of issuance.

The preceding parameters apply equally to disciplinary or cautionary actions that result from a justifiable
complaint (public or institutional complaint received via correspondence).

The committee is informed of significant pending enforcement matters. The investigations are included in an
allocation file when (a) a stipulation is signed or (b) when charges are issued. If formal disciplinary action is
ultimately taken, the item would remain in the file for 6 months after a Hearing Panel decision is final.

8. Foreign listing considerations

The special characteristics of foreign issues often require the specialist to commit extra resources in order to
be a presence in the foreign market. Therefore, in allocating a foreign issue, the committee also considers a
specialist applicant's commitment to establish and maintain relationships with arbitrage houses and foreign
brokerage firms, and to gain familiarity with various aspects of trading securities of foreign issuers.

V. POLICY NOTES

1. Spin-offs, listing of related companies and relistings.

Spin-offs and related companies of listed companies and relistings are treated as new listings, with allocation
open to all units. Information about the relationship to a listed company or prior listing and the name of the
specialist involved, is included on the stock data sheet inviting specialist applications. The same information
is provided to the committee for consideration in their deliberations regarding the allocation of the new listing.
While committee members use their own judgment to determine what consideration, if any, should be given to
that information, a listing company's request not to be allocated to its former specialist unit (or the specialist in
the parent or related company) will be honored.

2. Listed Company Mergers

When two NYSE listed companies merge, the merged entity is assigned to the specialist in the company
that is determined to be the survivor-in-fact (dominant company). Where no surviving/dominant entity can be
identified, the matter is referred to the Allocation Committee and all specialist units are invited to apply.

3. Support of the allocation system

The Allocation Committee views positively a specialist unit's applying for a broad range of issues.

4. Criteria for applicants that are not currently specialists
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Since an entity seeking to enter the specialist business does not have a history directly comparable to that of
existing units, the Allocation Committee considers the following criteria with respect to applicants that are not
currently specialists.

1. Individuals proposed as specialists must have successfully completed the Exchange's specialist
examination.

2. The proposed unit must demonstrate that it understands the specialist business, including the needs of
brokers, their organizations, and their customers.

3. The proposed unit must demonstrate an ability and willingness to trade as necessary to maintain fair and
orderly markets with depth and liquidity, and facilitate the execution of orders.

a) The proposed unit should indicate the extent of its capital commitment to specializing over and above the
minimum capital requirements.

b) The proposed unit must have sufficient specialist and clerical support dedicated to maintaining and
servicing the market in a specialty stock.

c) If the proposed specialist unit or any of its participants is presently a specialist or market maker on any
exchange, performance during the prior 12 months, as evidenced by available data maintained by such
exchange which evaluates the quality of performance of the unit or its participants as a specialist or market
maker on such exchange, will be considered by the Allocation Committee.

4. Other factors that will be considered by the Allocation Committee include any action taken or warning
issued within the past 12 months by any regulatory or self-regulatory organization against the unit or any of its
participants relating to:

a) any capital or operational problem; or

b) any Floor-related activity.

VI. PROCEDURES

1. Applications

Whenever a security is to be allocated to a specialist unit, all specialist units are invited to submit applications
to the Exchange prior to the published deadline for the allocation of such security. The application of any
specialist unit shall be in such form as shall be approved from time to time by the Exchange, but each
applicant shall be free to submit in writing such additional information in support of its application as it may
wish to bring to the attention of the Allocation Committee.

2. Blanket applications

A specialist unit may also file with the Exchange a blanket application pursuant to which the applicant agrees
to accept the allocation of any security. Any security allocated to a specialist unit on the basis of its blanket
application shall not be reflected in the records of the Exchange as a “security gained” nor shall it prejudice
that unit's eligibility for future allocations.

3. Decision making

An allocation decision pursuant to this policy is made on the basis of the specified criteria, by a majority vote
of the committee members present at the meeting and eligible to vote on such matter.

4. Announcement

Written notice of the name and post location of the successful applicant are made known to the members of
the Exchange and to the issuer of the security allocated.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

380

http://researchhelp.cch.com/License_Agreement.htm


5. Registration of Specialists

Each member associated with the specialist unit to which any security is allocated who acts as a regular
specialist in such security shall be registered as a specialist in such security pursuant to Rule 103.

VII. EDUCATION

Education of all participants is a key to ensuring continued quality and consistency in the allocation process.
A summary of the education process follows:

New panel members receive an orientation conducted by former Allocation Committee chairmen and staff,
and serve as observers at meetings before their terms begin. A standardized agenda for education Allocation
Committee members will be made available.

The new Allocation Committee chairman is elected two months in advance of his or her appointment to
provide time to observe and learn from the existing chairman. The newly elected chairman also receives an
orientation by former committee chairmen and the Quality of Markets Committee. A standardized agenda for
educating new chairmen will be made available.

Educational efforts regarding the allocation process are offered periodically for specialists as well as the
general membership.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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August 2, 1995

  

Market Surveillance

 TO: All Members and Member Organizations

SUBJECT: New Specialist Performance Measure

The Security and Exchange Commission has approved an Exchange proposal to implement a new approach
to evaluating specialist performance that compares individual stock performance to the performance of its
“near neighbors”, i.e., stocks that have similar market characteristics. The market quality measures that would
be compared are: price continuity, market depth, quotation spreads and specialist capital utilization. The
SEC's approval is for implementation on a pilot basis to run until September 1996, during which time the
Exchange will continue to study the near neighbor methodology, and propose appropriate enhancements or
modifications as experience is gained with its use.

In a few days specialist units will receive detailed reports of their stocks' near neighbor analyses for the
three month period ending June, 1995. Thereafter, specialists will receive detailed reports each month
containing the results of the near neighbor analyses for the three most recent months combined. In late
September, following the distribution of the reports for the period ending August 1995, the Exchange will
begin to provide the Allocation Committee with a summary report of each specialist unit's performance results
for consideration in allocating newly listed stocks. Additionally, the Market Performance Committee will
receive periodic reports of the near neighbor analyses to assist it in specialist performance counseling and
other instances where reviews of market quality and specialist performance are required.

The near neighbor measure will supplement the capital utilization measure of specialist performance which
has also been instituted on a pilot basis since February 1994. Capital utilization measures the dollar value of
a specialist's proprietary trading in relation to the total dollar value of shares traded in the specialist's stocks.
The two performance measures will continue to run concurrently on a pilot basis.

In a related matter, the SEC has also approved a modification to the Exchange's Allocation Policy
and Procedures to limit, to no more than 25%, the weight that the Specialist Performance Evaluation
Questionnaire (“SPEQ”) may be given in the allocation decision process. Formerly, the Policy permitted the
Allocation Committee to grant up to one third weight to SPEQ results in its allocation decisions. The Allocation
Committee also considers objective measures of specialist performance and its own professional judgment
in making its allocation decisions. With the initiation of the capital utilization and the near neighbor pilots, the
Exchange believes it is appropriate to limit the weight the SPEQ is afforded in the allocation process.

Questions concerning any matter discussed in this Information Memo may be directed to Brian McNamara at
(212) 656-7086, or Rick Kaplin at (212) 656-6755.

Robert J. McSweeney

Senior Vice President
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July 25, 1995

  

Market Surveillance

 TO: Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Openings

Delayed openings with attendant high volume and greater than normal volatility have become a more
common reaction to news developments and earnings releases. This has created a need to ensure
that orderly procedures are followed to minimize uncertainties that may be experienced under such
market conditions, and to assure that an appropriate pricing equilibrium is reached. The purpose of this
memorandum is to review basic guidelines for market participants.

1. Specialists

Specialists should, to the best of their ability, provide timely and impartial information at all phases of the
opening process. Specialists should ensure adequate personnel are assigned and call upon additional clerical
and relief specialist resources to assist in order management and Crowd communication, when appropriate.
They should consult with a Floor Official or Governor as soon as possible when it appears that an unusual
situation is developing. Pre-opening indications should be disseminated at 9:15 a.m. if possible. Such
indications should be broad enough to allow flexibility, but narrow enough to convey as accurate a picture of
supply and demand as possible at the time. In most cases, a final indication with a one point spread would
be appropriate. Further telescoping to one-half point could result in unnecessary delay due to a change in
the terms of a pivotal order. Even if an indication is not disseminated, specialists should endeavor to provide
brokers with an approximate range within which they believe a stock will open.

Specialists should make every effort to balance timeliness with the opportunity for customer reaction and
participation. Although the correct price based on information available at the time is always the goal,
specialists and supervising Floor Governors should recognize customers' desire for a timely opening. When
the specialist and Governor agree that all participants have had a reasonable opportunity to participate, the
specialist should open the stock.

2. Brokers

Brokers should recognize the difficulty in providing accurate information in a constantly changing situation,
and that significant changes are often occasioned by single orders or substantial interest delivered via DOT.
Brokers should make every effort to ascertain the client's interest as early as possible and to inform the
specialist so that such interest can be factored into the opening process. Brokers should communicate to
clients the problems caused by delaying their interest until the last minute.

Brokers should expect to have time to communicate the essential facts to their clients and to react to the
changing picture. They should not expect, however, to be able to delay the opening for every last fragment
of this change, and should recognize their obligation to a timely opening. Once a relatively narrow range of
opening possibilities is given, the broker and his or her client should have sufficient information to enter a final
order. In this regard, brokers should advise their clients against limits which are not firm, or are based solely
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on where the opening looked at the time the information was given. Brokers should not expect to be given
endless opportunities to adjust those limits.

Whenever possible the broker should have discretion within a range of the client's interest and have the
power to react to last minute changes without having to go back to the phone. This is particularly true for
orders in amounts that represent a small fraction of the total opening volume, but applies to all orders.

Brokers must recognize that orders or cancellations merely dropped on the counter can be lost or misplaced,
and should hand the order directly to the specialist or his or her assistant and orally state the terms. Failure to
do so could result in a monetary error to the broker as well as the specialist.

3. Governors

Governors should keep apprised of developments when consulted, and should seek the assistance of
Floor Directors, when appropriate, as soon as possible. Governors should be prepared to balance the
opportunity for brokers to participate in the opening with the need for timeliness, and should assist in
identifying opportunities for opening the security, based upon the shifting supply and demand in conjunction
with appropriate specialist participation.

All parties should recognize that optimizing communication and pricing efficiency at openings are the shared
responsibility of all those interested in participating. All participants must work together to ensure that the
quality of the opening meets the needs of the investing public, the Listed Company, the brokers, and the
specialist, and reflects favorably on the entire Exchange community.

Questions regarding opening policies and procedures may be directed to Arthur Harris at (212) 656-6884 or
John Gregoretti at (212) 656-6791.

Robert J. McSweeney

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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July 14, 1995

  

Market Surveillance

 PLEASE NOTE NEW REQUIREMENTS: IN ADDITION TO EXISTING REQUIREMENTS, NO MARKET-
ON-CLOSE (“MOC”) ORDERS MAY BE ENTERED IN ANY STOCK AFTER 3:40 P.M., EXCEPT WITH
RESPECT TO A PILOT STOCK TO OFFSET A PUBLISHED IMBALANCE

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Revised Procedures for Handling Market-on-Close Orders on
July 21, 1995 (“Expiration Friday”)

The Securities and Exchange Commission has approved an amendment to the expiration policy. Effective
June 16, 1995, no market-on-close (“MOC”) orders may be entered in any stock after 3:40 p.m. However,
orders unrelated to expiring index arbitrage may be entered to offset published imbalances. The cutoff
time applies to all MOC orders in all stocks , even orders not related to a strategy involving any stock index
futures, stock index options or options on stock index futures. Detailed discussion can be found on Page 4 of
this memo.

The following summarizes key aspects of the expiration policy.

•AUXILIARY OPENING PROCEDURES WILL BE IN EFFECT THIS MONTH AND EVERY MONTH FOR
SELECTED MIDCAP STOCKS AS WELL AS REGULAR PILOT STOCKS.

•NO MOC ORDERS MAY BE ENTERED AFTER 3:40 P.M. IN ANY STOCK. FLOOR BROKERS
REPRESENTING SUCH ORDERS MUST COMMUNICATE THEIR IRREVOCABLE MOC INTEREST TO
THE SPECIALIST BY 3:40 P.M.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:40 P.M. IN ANY STOCK.

•AS SOON AS PRACTICABLE, AFTER 3:40 P.M., PILOT STOCKS MUST PUBLISH ANY MOC
IMBALANCE OF 50,000 SHARES OR MORE, OR PUBLISH A NO IMBALANCE STATUS. OTHER STOCKS
MAY PUBLISH AN MOC IMBALANCE.

•AFTER 3:40 P.M., MOC ORDERS NOT RELATED TO AN EXPIRING STRATEGY MAY ONLY BE
ENTERED TO OFFSET PUBLISHED IMBALANCES.

•LOC ORDERS MAY BE ENTERED TO OFFSET A PUBLISHED IMBALANCE IN DD, MRK, PEP, T AND
WMT. REFER TO PAGE 3 FOR DETAILS.

DETAILED DISCUSSION IS PROVIDED ON THE FOLLOWING PAGES.

The July 21, 1995 expiration Friday pilot stock lists are attached. Please note that only opening procedures
apply to the MidCap-related list.

1. OPENING PROCEDURES

For each monthly expiration, several auxiliary procedures are necessary to integrate stock orders relating to
expiring contracts into NYSE's opening procedures in a manner that assures an efficient market opening in
each stock as close to 9:30 a.m. as possible. The auxiliary opening procedures applicable on July 21, 1995
are:
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1. Order Entry

Stock orders relating to index contracts whose settlement pricing is based upon the July 21, 1995 opening
prices must be received by SuperDot or by the specialist by 9:00 a.m.

- These orders may be cancelled or reduced in size. 1 

- Stock orders relating to index contracts whose settlement pricing is not based upon the July 21, 1995
opening prices may be entered after 9:00 a.m.

To facilitate early order entry, SuperDot (1) will begin accepting orders at 7:30 a.m. and (2) will accept market
orders of 30,099 shares or less.

“Limit-at-the-opening” (“limit OPG”) orders are permitted, including delivery through Exchange systems.

- Ordinary limit orders may also be entered.

2. Order Identification

Stock orders relating to opening-price settling contracts must be identified “OPG.”

- Firms entering these orders through SuperDot, but unable to identify orders as “OPG”, may use a unique
branch code or firm identifier (mnemonic) to identify these orders. The NYSE Market Surveillance Division (11
Wall Street, 10th Floor) must be advised of the branch code or identifier by July 21, 1995.

- Firms unable to identify these orders in either way, and firms not using SuperDot, must submit a list of all
these orders and related details to the NYSE Market Surveillance Division by July 24, 1995.

3. Dissemination of Order Imbalances

For any of the pilot stocks and for ten selected S&P MidCap 400 Index stocks (lists attached) having a market
order imbalance of 50,000 shares or more at 9:00 a.m., the NYSE will disseminate the size of the order
imbalance via the low-speed ticker and the news services as promptly as practicable after 9:00 a.m.

4. Dissemination of Indications

Except for the auxiliary procedures described above, all stocks, including the pilot stocks and selected
MidCap stocks, are subject to the regular NYSE opening procedures, including price indications where a
substantial price change is anticipated. Dissemination of an indication is mandatory for an opening which
will result in a price change constituting the lesser of 10% or three points from the prior NYSE close, or five
points if the previous close is $100 or higher, unless the price change is less than one point. Fifteen minutes
must elapse between a first indication and a stock's opening. However, when more than one indication is
necessary, a stock may open (1) five minutes after the last indication when it overlaps the prior indication
(e.g., 51 - 53 overlaps 50 - 52, but does not overlap 53 - 55) and (2) ten minutes after the last indication when
it does not overlap the prior indication, provided that 15 minutes must have elapsed from the dissemination of
the first indication.

2. PROCEDURES RELATING TO THE CLOSE

1. Limit-At-The-Close (“LOC”) Orders

The LOC pilot, which commenced on April 15, 1994, is integrated with expiration Friday policy.

Current procedures require MOC imbalances of 50,000 shares or more in the pilot stocks to be published on
the tape as soon as practicable after 3:40 p.m. on expiration days, including expiration Fridays. At that time,
other stocks may also publish MOC imbalances. LOC orders may be entered only if imbalances have been
published in DD, MRK, PEP, T, or WMT and must be entered by 3:55 p.m. On expiration days, LOC orders
are irrevocable once entered, except in the case of legitimate error.
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No LOC orders related to a strategy including any stock index futures, stock index options or options on stock
index futures in expiring contracts may be entered in any stock.

An LOC order is one that is entered for execution at the closing price provided that the closing price is at or
within the limit specified. LOC orders may be entered only to offset published imbalances of market-on-close
(“MOC”) orders. They are prioritized on the specialist's book by time of entry and go behind all other orders
on the specialist's book at that price. LOC orders with prices that are better than the closing prices in the
subject security are guaranteed an execution, unless there is a trading halt in the security. LOC orders at the
closing price are executed in order of time priority with respect to other LOC orders, but are not guaranteed
an execution.

2. Market-On-Close Orders

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. THIS APPLIES
TO MOC ORDERS IN ALL STOCKS, REGARDLESS OF WHETHER SUCH ORDERS RELATE TO A
STRATEGY INVOLVING any stock index futures, stock index options, or options on stock index futures, in all
stocks. These procedures have been filed as a rule with the SEC.

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

3. MOC Order Entry

The cut-off time is 3:40 p.m. for the entry of all MOC orders, regardless of whether they relate to a strategy
including any expiring stock index futures, stock index options or options on stock index futures. This
requirement applies to all stocks not just pilot stocks. Floor brokers representing any MOC orders must
communicate their irrevocable MOC interest to the specialist by 3:40 p.m. These closing procedures will be
implemented with the July 21, 1995 expiration.

To facilitate the determination of order imbalances before the close, no MOC order may be entered in any
stock after 3:40 p.m. except to offset a published imbalance in a pilot stock. This will contribute to a more
accurate picture, earlier, of the interest in any stock at the close.

For the limited exception that relates to entry of MOC orders to offset published imbalances in pilot stocks,
refer to the material below.

4. Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:40 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will continue to be permitted after 3:40 p.m.

5. Special Procedures on Limitation of Entry of Orders and Publication of Imbalances

You must, as stated above and required for all stocks, enter all MOC orders, by 3:40 p.m. eastern time. It
should be noted that pursuant to the newly amended Rule 13, limit-at-the-close orders in the LOC pilot stocks
only may be entered for execution on the close, in addition to market-on-close orders.
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As soon as possible after 3:40 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:40 p.m. in the pilot stocks, and other stocks may also publish MOC
imbalances. No MOC or LOC orders will be permitted in any stock that does not publish an imbalance. While
MOC orders previously entered may be cancelled or reduced in size until 3:40 p.m., once a publication of an
imbalance in a stock has been made, any MOC or LOC orders subsequently entered in such pilot stock will
be accepted only to trade on the opposite side of the market in relation to such published imbalance.

The liquidation of positions relating to a strategy involving any stock index futures, stock index options, or
options on stock index futures using MOCorders entered after 3:40 p.m. is not permitted, even if such orders
might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC or LOC orders, the imbalance of MOC orders
published as of 3:40 p.m. may not reflect the imbalance that exists at the close.

6. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance shall, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The specialist may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they shall be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

7. “G” Orders

Proprietary orders represented pursuant to Section 11(a) (1) (G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a) (1) (G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

80A. Rule 80A

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on the last trade date prior to each month's expiration.

If an MOC index arbitrage order to establish or increase a position is entered, and Rule 80A subsequently
goes into effect, the MOC order must be cancelled, regardless of the time Rule 80A goes into effect. If Rule
80A goes into effect prior to 3:40 p.m., the MOC order may be reentered with the appropriate tick restriction.
If Rule 80A goes into effect after 3:40 p.m., and there is a published imbalance in the subject stock, the MOC
order may be reentered, with the appropriate tick restriction, to offset the imbalance.

8. Due Diligence Requirements
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Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalan ce of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a) (2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
Robert Ambrosio at (212) 656-5597.

Robert J. McSweeney

Senior Vice President

                          

Attachments

          

3. Expiration Friday Pilot Stocks - July 21 1995

   ABT   ABBOTT LABORATORIES

   AXP   AMERICAN EXPRESS COMPANY

   AHP   AMERICAN HOME PRODUCTS CORPORATION

   AIG   AMERICAN INTERNATIONAL GROUP INC.

   T     AMERICAN TELEPHONE AND TELEGRAPH

   AIT   AMERITECH CORP.

   AN    AMOCO CORPORATION
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   ARC   ATLANTIC RICHFIELD COMPANY

   BAC   BANKAMERICA CORPORATION

   BEL   BELL ATLANTIC CORPORATION

   BLS   BELLSOUTH CORPORATION

   BA    BOEING COMPANY

   BMY   BRISTOL MYERS SQUIBB COMPANY

   CHV   CHEVRON CORPORATION

   *C    CHRYSLER CORPORATION HOLDING CO.

   CCI   CITICORP

   KO    COCA-COLA COMPANY

   COL   COLUMBIA HEALTHCARE CORP.

   DOW   DOW CHEMICAL COMPANY

   DD    DU PONT COMPANY

   EK    EASTMAN KODAK COMPANY

   LLY   ELI LILLY AND COMPANY

   XON   EXXON CORPORATION
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   FNM   FEDERAL NATIONAL MORTGAGE ASSOCIATION

   F     FORD MOTOR COMPANY

   GE    GENERAL ELECTRIC COMPANY

   GM    GENERAL MOTORS CORPORATION

   G     GILLETTE COMPANY

   GTE   GTE CORPORATION

   HWP   HEWLETT-PACKARD COMPANY

   HD    HOME DEPOT INC.

   IBM   INTERNATIONAL BUSINESS MACHINES CORP.

   IP    INTERNATIONAL PAPER COMPANY

   JNJ   JOHNSON AND JOHNSON

   MCD   MCDONALDS CORPORATION

   MRK   MERCK AND COMPANY INC.

   MMM   MINNESOTA MINING AND MANUFACTURING

   MOB   MOBIL CORPORATION

   MOT   MOTOROLA INC.
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   NYN   NYNEX CORPORATION

   PEP   PEPSICO INC.

   PFE   PFIZER INC.

   MO    PHILIP MORRIS COS. INC.

   PG    PROCTER AND GAMBLE COMPANY

   RD    ROYAL DUTCH PETROLEUM COMPANY

   S     SEARS ROEBUCK COMPANY

   SBC   SOUTHWESTERN BELL CORPORATION

   UN    UNILEVER N.V. ORD SHARES

   USW   U.S. WEST INC.

   WMT   WAL-MART STORES INC.

   DIS   WALT DISNEY COMPANY

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of July 6, 1995 and
the 20 Major Market Index stocks. The indicated (*) stock has been added to the list. TX has been deleted.

          

4. MidCap Index Expiration Friday Stocks - July 21, 1995

   AFL       AFLAC Inc.

   AOC       AON Corp.
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   *SCH      Charles Schwab Corp.

   CMA       Comerica Inc.

   EMC       EMC Corporation

   FBS       First Bank System Inc.

   FFM       First Financial Management Corp.

   LSI       LSI Logic Corp.

   MS        Morgan Stanley Group Inc.

   ODP       Office Depot Inc.

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of July 6,
1995. The indicated (*) stocks have been added to the list. BEN has been deleted.

                            

5. Expiration Friday

         

Limit-at-the-Close (LOC) Pilot Stocks as of July 21, 1995

   T      American Telephone and Telegraph Co.

   DD     E.I. Dupont DeNemours & Co.

   MRK    Merck and Co., Inc.
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   PEP    Pepsico, Inc.

   WMT    Wal-Mart Stores, Inc.

6. MEMORANDUM

Date: July 14, 1995

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) Orders and Limit-at-
the-Close (LOC) Orders

1. Openings

1Q. Can “limit at the opening” (“limit OPG”) orders be entered in the stocks that are not among the
stocks included in the pilot?

1A. Yes. “Limit OPG” orders are permitted in all stocks on expiration Friday. Those orders related to a
strategy in expiring contracts must be entered by 9:00 a.m.

2Q. When can specialists obtain an OARS status request?

2A. At any time after 7:30 a.m., in any stock. (Specialists should review OARS inquiry, freeze and opening
procedures to avoid problems.)

3Q. Must specialists wait until 9:27 a.m. to start the ITS pre-opening application?

3A. No. ITS Pre-Opening notifications may be issued beginning at 9:00 a.m.

4Q. Are “G” orders to sell short at the market handled differently at the opening than at the close on
expiration day?

4A. Yes, “G” short market orders are covered by two different procedures. At the opening they are handled
as they are on any other day. “G” short market orders must yield to all public limit orders at the lowest valid
short tick. At any higher price the “G” shorts need not yield. At the close, “G” market shorts must yield to all
limit orders at the sale price, even if that price is higher than the first valid short tick.

5Q. How should specialists and Floor Officials handle requests to “hold the opening” in the pilot
stocks?

5A. The Exchange has added auxiliary and early procedures with the express purpose of providing a prompt
opening in all stocks, not just the 50 pilot stocks. Brokers should be told to have their opening interest
represented by 9:30 a.m., and assuming adequate pricing information re: substantial disparity from the close,
all stocks should be opened as quickly after 9:30 as possible.

2. MOC Orders and LOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

2A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
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MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

   1. Example #1   200,000 buy MOC

                    50,000 sell MOC

                    50,000 sell plus MOC

                    25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

   2. Example #2   100,000 sell MOC

                    50,000 buy MOC

                    25,000 buy minus MOC

                    25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000−B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

3Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4-1/2 - last sale 20 3/8

3A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the existing 20 1/2 sell limit orders have
priority over the MOC sell plus and sell short orders which in this case are treated like limit orders. On the
other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the MOC sell plus or sell short
orders are treated as marketable orders which go ahead of the 20 1/2 sell limit orders.

In the case of a MOC buy minus order, if the last sale was a “plus” or “zero plus” tick, all limit orders at 20
1/4 would have priority. If the last sale was a “minus” or “zero minus” tick, the MOC buy minus orders are
marketable and go ahead of the 20 1/4 limit orders.

4Q. Are MOC “short” at-the-close orders permitted?

4A. Firms may enter “short” MOC orders.

5Q. Should brokers in the Crowd give the specialist their MOC orders prior to 3:40? How should they
be handled by the specialist?

5A. In all stocks, any brokers in the Crowd handling any MOC orders must either give their orders to the
specialist by 3:40 p.m., to allow the specialist to arrange a closing price.

6Q. Can MOC orders be cancelled after 3:40 p.m.?
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6A. Firms may not enter MOC cancellations or reduce MOC orders in size after 3:40 p.m. No broker or
specialist can accept cancellation instructions on any MOC order after 3:40 p.m., except to correct a bona fide
error.

7Q. How are “limit or MOC” orders handled by specialists? How are “working” orders with
instructions to complete MOC handled by brokers?

7A. As with a simple MOC order, specialists and Floor brokers may not accept “limit or MOC” orders
after 3:40 p.m. “Limit or MOC” orders entered with the specialist before 3:40 p.m. will be considered to be
irrevocable MOC orders on the unexecuted portion as of 3:40 p.m., unless cancelled with the specialist prior
to that time.

When a broker represents a “working” order with instructions to complete MOC, by 3:40 p.m., the broker must
either enter a MOC order with the specialist or communicate his or her irrevocable interest to the specialist
with respect to any portion to be executed on a MOC basis. What portion the broker enters/commits would be
based upon the market characteristics of the stock, and his or her reasonable expectation of execution given
market conditions in the stock from 3:40 p.m. to the close.

8Q. Can MOC orders be entered in the pilot stocks if a “No Imbalance” notice is published at 3:40
p.m.?

8A. No MOC orders may be entered if a “No Imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.

9Q. Are limit-at-the-close (LOC) orders permitted?

9A. LOC orders may be entered only in the stocks specifically identified for participation in the LOC pilot.

10Q. What is the priority sequence for execution of LOC orders?

10A. Marketable LOC orders are treated as market orders and must be executed. Such orders include better-
priced (i.e., orders with a limit price better than the closing price) LOC orders to buy and sell long (including
“G” orders) and better-priced LOC orders to sell short or sell plus, if the closing price would represent a
“double plus tick”.

LOC orders limited to the closing price and better-priced LOC orders to sell short and sell plus that could not
be executed at a price lower than the actual close are sequenced by time priority among themselves, but
behind all other orders at the closing price, and may be executed, depending on the size of the imbalance to
be offset.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.
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Market Surveillance

 TO: All Members and Member Organizations/Chief Operating Officers

SUBJECT: Limit-at-the-close (“LOC”) Orders

The Securities and Exchange Commission has recently approved an expansion of the pilot for limit-at-the-
close (“LOC”) orders to permit entry of such orders, on any trading day, in any stock where an imbalance of
50,000 shares or more is published on the tape. Formerly, the SEC had approved the use of LOC orders in
only five stocks on a 15-month pilot basis. The expansion of the pilot will go into effect Friday, July 28, 1995.

An LOC order is one that is entered for execution at the closing price, provided that the closing price is at or
within the limit specified. LOC orders may be entered only to offset published imbalances of market-at-the-
close (“MOC”) orders. They are prioritized on the specialist's book by time of entry and go behind all other
orders on the specialist book at that price. LOC orders with prices that are better than the closing price in the
subject security are guaranteed an execution unless there is a trading halt in the security. LOC orders at the
closing price are executed in order of time priority with respect to other LOC orders, but are not guaranteed
an execut ion.

Current procedures require MOC imbalances of 50,000 shares or more in the pilot stocks to be published on
the tape as soon as practicable after 3:40 p.m. on expiration days. On non-expiration days, imbalances of
50,000 shares or more will be published as soon as practicable after 3:50 p.m. in the pilot stocks, in stocks
being added to or dropped from an index, and in any other stock with the approval of a Floor Official.

LOC orders may be entered only after such imbalances have been published and must be entered by 3:55
p.m. on both expiration and non-expiration days. MOC orders may, however, be entered to offset published
imbalances up to 4:00 p.m. on both expiration and non-expiration days. Brokers in the Crowd handling any
LOC orders must either give their orders to the specialist or communicate their irrevocable interest to the
specialist by the cut-off time. On expiration days, LOC orders are irrevocable once entered, except in the
case of legitimate error. On non-expiration days LOC orders are irrevocable after 3:55 p.m., except in the
case of legitimate error.

Initially, only LOC orders without tick sensitive conditions (e.g., sell short, buy minus, sell plus) may be
entered through the SuperDOT system. LOC orders with or without tick sensitive conditions may be entered
with a member in the Trading Crowd, who may then, if he or she chooses, give the order to the specialist. It is
anticipated that the specialist Display Books will be enhanced to accept tick sensitive LOCs during the fourth
quarter of 1995. An announcement will be made at the time this system upgrade is completed, at which time
sensitive LOC orders may be entered through the system.

Questions concerning any matters discussed in this Information Memo may be addressed to Robert Ambrosio
(212) 656-5597 or Carol Krusik (212) 656-4597.

Robert J. McSweeney

Senior Vice President
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July 10, 1995

  

Market Surveillance

 TO: All Members and Member Organizations

SUBJECT: Positioning to Facilitate Customer Orders

The purpose of this memorandum is to present the Exchange's views of various trading strategies employed
by member organizations to facilitate customer stock or program orders. Although it is not possible to provide
an all-inclusive discussion of these strategies, the Exchange believes it is important to describe the kind of
activity which would be inconsistent with just and equitable principles of trade.

A member organization “A” commits to sell (buy) securities after the close to (from) a customer at the closing
price on the Exchange. To position itself to facilitate this transaction, “A” buys (sells) the stock(s) throughout
the day in a proprietary account, assuming the risk of the market. In order to reduce the risk of the proprietary
position it is assuming during the day, “A” leaves a portion of the position to be executed at the close. If
the size of the transaction(s) “A” intends to execute at the close can reasonably be expected to impact the
closing price(s), “A” should not buy (sell) any stock related to that position near the close. (“A” would not be
precluded from entering proprietary market-on-close orders for execution in the closing transaction, if “A”
is not representing any proprietary orders near the closing transaction). What constitutes “near the close”
depends upon the degree of risk which can reasonably be attributed to the position established by that trade
versus the reasonably anticipated impact the trade at the close will have on the closing price. While each
situation may be unique, depending upon the size of the transaction and the liquidity of the stock, generally
trades executed after 3:40 p.m. would be considered “near the close”. Engaging in such transactions for
the firm's proprietary account would be conduct inconsistent with just and equitable principles of trade.
However, “A” would not be precluded from executing the customer's order on an agency basis at any time,
including at or near the close. It should be recognized, however, that this does not preclude the Exchange
from determining that such activity may be a violation of the anti-manipulative provisions of the Securities
Exchange Act of 1934 or Exchange rules.

Similarly, intra-day, it would be conduct inconsistent with just and equitable principles of trade for a member
organization to effect any transactions in a stock while knowing of the imminent execution of a block, in
order to subsequently liquidate the position by participating on the contra-side of the block transaction. For
example, if “A” knows a block will be bought one-quarter of a point up from the current market, “A” should not
buy stock to subsequently sell into the block transaction at the higher price.

In addition, it would be conduct inconsistent with just and equitable principles of trade for any person to
disclose to any other person trading strategies or customers' orders for the purpose of that person taking
advantage of the information for personal benefit or for the benefit of the member organization. This does not,
however, preclude a member organization from soliciting interest to trade with the contra side of a block in the
normal course of engaging in block facilitation activities.

Member organizations are required to establish and maintain procedures reasonably designed to review
facilitation activities for compliance with Exchange rules and federal securities laws. Member organizations
must ensure that trading strategies engaged in by their proprietary traders to facilitate customers' orders
have an economic basis and are not engaged in to mark the closing price or to mark the value of a position.
In addition, before any at-the-close customer order is transmitted to the Floor, the member organization
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accepting the order must exercise due diligence to learn the essential facts relative to the order, including
the purpose and propriety of the at-the-close instruction, particularly when it has knowledge of other orders
executed for the customer's account during the day.

Questions regarding the above may be directed to Agnes Gautier at (212) 656-4608.

Robert J. McSweeney

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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June 29, 1995

  

Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: REGISTRATION, HUMAN RESOURCES, LEGAL AND COMPLIANCE DEPARTMENTS

SUBJECT: INCREASE IN REGISTERED PERSON ANNUAL MAINTENANCE FEE

By Release No. 34-35796, dated June 1, 1995, the Securities and Exchange Commission (“SEC”) approved
an increase to the Exchange's annual maintenance fee for registered persons from $46.00 to $52.00. The
increase is effective July 1, 1995. A prorated portion of the six dollar increase will be included in your July 31
billing from the Exchange for the period from July 1 to December 31, 1995.

On February 8, 1995, the SEC approved rules filed by the Exchange and other self-regulatory organizations
to implement an industry-wide continuing education program commencing July 1, 1995. The six dollar
increase in the annual maintenance fee is required to offset the increase in costs that it is estimated will
be incurred by incorporating oversight of member organizations' continuing education programs into the
Exchange's annual field examination process. The annual maintenance fee, intended to offset in part the
costs incurred by the Exchange in the oversight of member organizations' sales practice activities, was last
increased in 1988 to the $46.00 level.

Questions relating to this matter should be directed to Raymond J. Hennessy at (212) 656-8338.

Salvatore Pallante

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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June 23, 1995

  

Market Surveillance

 PLEASE NOTE NEW REQUIREMENTS: IN ADDITION TO EXISTING REQUIREMENTS, NO MARKET-
ON-CLOSE (“MOC”) ORDERS MAY BE ENTERED IN ANY STOCK AFTER 3:40 P.M., EXCEPT WITH
RESPECT TO A PILOT STOCK TO OFFSET A PUBLISHED IMBALANCE

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Revised Procedures for Handling Market-on-Close Orders on June 30, 1995 (“Quarterly Index
Expiration”)

The Securities Exchange Commission has approved an amendment to the expiration policy. Effective June
16, 1995, no market-on-close (“MOC”) orders may be entered in any stock after 3:40 p.m. However, orders
unrelated to expiring index arbitrage may be entered to offset published imbalances in pilot stocks. The cutoff
time applies to all MOC orders in all stocks, even orders not related to a strategy involving any stock index
options. Detailed discussion can be found on Page 4 of this memo.

The following summarizes key aspects of the expiration policy.

•NO MOC ORDERS MAY BE ENTERED AFTER 3:40 P.M. IN ANY STOCK. FLOOR BROKERS
REPRESENTING SUCH ORDERS MUST COMMUNICATE THEIR IRREVOCABLE MOC INTEREST TO
THE SPECIALIST BY 3:40 P.M.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:40 P.M. IN ANY STOCK.

•AS SOON AS PRACTICABLE, AFTER 3:40 P.M., A SINGLE PUBLICATION OF MOC ORDER
IMBALANCES OF 50,000 SHARES OR MORE WILL BE PUBLISHED IN THE PILOT STOCKS.

•AFTER 3:40 P.M., MOC ORDERS NOT RELATED TO AN EXPIRING STRATEGY MAY ONLY BE
ENTERED TO OFFSET PUBLISHED IMBALANCES IN THE PILOT STOCKS.

•LOC ORDERS MAY BE ENTERED TO OFFSET A PUBLISHED IMBALANCE IN DD, MRK, PEP, T AND
WMT. REFER TO PAGE 3 FOR DETAILS.

DETAILED DISCUSSION IS PROVIDED ON THE FOLLOWING PAGES.

The June 30, 1995 quarterly index expiration pilot stock lists are attached.

1. PROCEDURES RELATING TO THE CLOSE

1. Limit-At-The-Close (“LOC”) Orders

The LOC pilot, which commenced on April 15, 1994, is integrated with quarterly index expiration policy.

Current procedures require MOC imbalances of 50,000 shares or more in the pilot stocks to be published on
the tape as soon as practicable after 3:40 p.m. on expiration days, including quarterly index expiration days.
LOC orders may be entered only if imbalances have been published in DD, MRK, PEP, T, or WMT and must
be entered by 3:55 p.m. On expiration days, LOC orders are irrevocable once entered, except in the case of
legitimate error.
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No LOC orders related to a strategy including any stock index options in expiring contracts may be entered in
any stock.

An LOC order is one that is entered for execution at the closing price provided that the closing price is at or
within the limit specified. LOC orders may be entered only to offset published imbalances of market-on-close
(“MOC”) orders. They are prioritized on the specialist's book by time of entry and go behind all other orders
on the specialist's book at that price. LOC orders with prices that are better than the closing prices in the
subject security are guaranteed an execution, unless there is a trading halt in the security. LOC orders at the
closing price are executed in order of time priority with respect to other LOC orders, but are not guaranteed
an execution.

2. Market-On-Close Orders

Procedures for market-on-close (“MOC”) orders are used for each quarterly index expiration. THIS APPLIES
TO MOC ORDERS IN ALL STOCKS, REGARDLESS OF WHETHER SUCH ORDERS RELATE TO A
STRATEGY INVOLVING any stock index options. These procedures have been filed as a rule with the SEC.

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

3. MOC Order Entry

The cut-off time is 3:40 p.m. for the entry of all MOC orders, regardless of whether they relate to a strategy
including any expiring stock index options. This requirement applies to all stocks not just pilot stocks. Floor
brokers representing any MOC orders must communicate their irrevocable MOC interest to the specialist by
3:40 p.m. These closing procedures will be implemented with the June 30, 1995 expiration.

To facilitate the determination of order imbalances before the close, no MOC order may be entered in any
stock after 3:40 p.m. except to offset a published imbalance in a pilot stock. This will contribute to a more
accurate picture, earlier, of the interest in any stock at the close.

For the limited exception that relates to entry of MOC orders to offset published imbalances in pilot stocks,
refer to the material below.

4. Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:40 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will continue to be permitted after 3:40 p.m.

5. Special Procedures on Limitation of Entry of Orders and Publication of Imbalances in Pilot Stocks

You must, as stated above and required for all stocks, enter all MOC orders, 3:40 p.m. eastern time. In
addition, as described below, there are special procedures for publication of imbalances, that are applicable
only to pilot stocks (see attached list). It should be noted that pursuant to the newly amended Rule 13, limit-
at-the-close orders in the LOC pilot stocks only may be entered for execution on the close, in addition to
market-on-close orders.
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As soon as possible after 3:40 p.m., the Exchange will publish on the tape any imbalance of MOC orders
of 50,000 shares or more that existed at 3:40 p.m. in those pilot stocks. This will be the only MOC order
imbalance publication. If a “No Imbalance” notice is published in a pilot stock, no MOC or LOC orders will
be permitted in that stock. While MOC orders previously entered may be cancelled or reduced in size until
3:40 p.m., once a publication of an imbalance in a pilot stock has been made, any MOC or LOC orders
subsequently entered in such pilot stock will be accepted only to trade on the opposite side of the market in
relation to such published imbalance.

The liquidation of positions relating to a strategy involving any stock index options using MOC orders entered
after 3:40 p.m. is not permitted, even if such orders might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC or LOC orders, the imbalance of MOC orders
published as of 3:40 p.m. may not reflect the imbalance that exists at the close.

The procedures stated in this section relate only to the quarterly pilot stocks. Regular procedures, including
revised procedures for all stocks that are stated on Pages One through Four, will apply to all other listed
securities.

6. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance shall, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The specialist shall then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction should be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they shall be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

7. “G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

80A. Rule 80A

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on the last trade date prior to each month's expiration.

If an MOC index arbitrage order to establish or increase a position is entered, and Rule 80A subsequently
goes into effect, the MOC order must be cancelled, regardless of the time Rule 80A goes into effect. If Rule
80A goes into effect prior to 3:40 p.m., the MOC order may be reentered with the appropriate tick restriction.
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If Rule 80A goes into effect after 3:40 p.m., and there is a published imbalance in the subject stock, the MOC
order may be reentered, with the appropriate tick restriction, to offset the imbalance.

8. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a)(2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
Robert Ambrosio at (212) 656-5597.

Robert J. McSweeney

Senior Vice President

                                       

Attachments

            

2. Quarterly Index Expiration Friday Pilot Stocks - June 30, 1995

     ABT      ABBOTT LABORATORIES

     AFL      AFLAC INC.

     AXP      AMERICAN EXPRESS COMPANY

     AHP      AMERICAN HOME PRODUCTS CORPORATION

     AIG      AMERICAN INTERNATIONAL GROUP INC.

     T        AMERICAN TELEPHONE AND TELEGRAPH
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     AIT      AMERITECH CORP.

     AN       AMOCO CORPORATION

     AOC      AON CORP.

     ARC      ATLANTIC RICHFIELD COMPANY

     BAC      BANKAMERICA CORPORATION

     BEL      BELL ATLANTIC CORPORATION

     BLS      BELLSOUTH CORPORATION

     BA       BOEING COMPANY

     BMY      BRISTOL MYERS SQUIBB COMPANY

     CHV      CHEVRON CORPORATION

     CCI      CITICORP

     KO       COCA-COLA COMPANY

     *COL     COLUMBIA HEALTHCARE CORP.

     *CMA     COMERICA INC.

     DOW      DOW CHEMICAL COMPANY

     DD       DU PONT COMPANY
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     EK       EASTMAN KODAK COMPANY

     LLY      ELI LILLY AND COMPANY

     EMC      EMC CORP.

     XON      EXXON CORPORATION

     FNM      FEDERAL NATIONAL MORTGAGE ASSOCIATION

     FBS      FIRST BANK SYSTEM INC.

     FFM      FIRST FINANCIAL MANAGEMENT

     F        FORD MOTOR COMPANY

     *BEN     FRANKLIN RESOURCES INC.

     GE       GENERAL ELECTRIC COMPANY

     GM       GENERAL MOTORS CORPORATION

     G        GILLETTE COMPANY

     GTE      GTE CORPORATION

     HWP      HEWLETT-PACKARD COMPANY

     HD       HOME DEPOT INC.

     IBM      INTERNATIONAL BUSINESS MACHINES CORP.
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     IP       INTERNATIONAL PAPER COMPANY

     JNJ      JOHNSON AND JOHNSON

     *LSI     LSI LOGIC CORP.

     MCD      MCDONALDS CORPORATION

     MRK      MERCK AND COMPANY INC.

     MMM      MINNESOTA MINING AND MANUFACTURING

     MOB      MOBIL CORPORATION

     MS       MORGAN STANLEY GROUP INC.

     MOT      MOTOROLA INC.

     NYN      NYNEX CORPORATION

     ODP      OFFICE DEPOT INC.

     PEP      PEPSICO INC.

     PFE      PFIZER INC.

     MO       PHILIP MORRIS COS. INC.

     PG       PROCTER AND GAMBLE COMPANY

     RD       ROYAL DUTCH PETROLEUM COMPANY
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     S        SEARS ROEBUCK COMPANY

     SBC      SOUTHWESTERN BELL CORPORATION

     TX       TEXACO INC.

     UN       UNILEVER N.V. ORD SHARES

     USW      U.S. WEST INC.

     WMT      WAL-MART STORES INC.

     DIS      WALT DISNEY COMPANY

This list consists of the 50 highest weighted S&P 500 stocks, the 20 Major Market Index stocks, and the 10
highest capitalized stocks of the S&P Midcap 400 Index, based on market values as of June 2, 1995. The
indicated (*) stocks have been added to the list since the last QIX pilot. BK, CU, GME and SGP have been
deleted.

                        

3. Quarterly Index Expiration Friday

           

Limit-at-the-Close (LOC) Pilot Stocks as of June 30, 1995

     T        American Telephone and Telegraph Co.

     DD       E.I. Dupont DeNemours & Co.

     MRK      Merck and Co., Inc.

     PEP      Pepsico, Inc.
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     WMT      Wal-Mart Stores, Inc.

4. MEMORANDUM

Date: June 23, 1995

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Quarterly Index Expiration” Market-on-Close (MOC) Orders and
Limit-at-the-Close (LOC) Orders

1. MOC and LOC Orders

1.Q. How do you determine the price at which to print the “stopped stock”?

1.A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off
“MOC” and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped
stock” at that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2.Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

2.A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

     1. Example # 1     200,000 buy MOC

                         50,000 sell MOC

                         50,000 sell plus MOC

                         25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

     2. Example #2      100,000 sell MOC

                         50,000 buy MOC

                         25,000 buy minus MOC

                         25,000 sell plus MOC
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In the example #2, the MOC imbalance is 50,000 to sell (S 100,000−B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

3.Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4-1/2 - last sale 20 3/8

3.A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the existing 20 1/2 sell limit orders have
priority over the MOC sell plus and sell short orders which in this case are treated like limit orders. On the
other hand if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the MOC sell plus and sell short
orders are treated as marketable orders which go ahead of the 20 1/2 sell limit orders.

In the case of a MOC buy minus order, if the last sale was a “plus” or “zero plus” tick, all limit orders at 20
1/4 would have priority. If the last sale was a “minus” or “zero minus” tick, the MOC buy minus orders are
marketable and go ahead of the 20 1/4 limit orders.

4.Q. Are MOC “short” at-the-close orders permitted?

4.A. Firms may enter “short” MOC orders.

5.Q. Should brokers in the Crowd give the specialist their orders prior to the final bell? How should
they be handled by the specialist?

5.A. In all stocks, any brokers in the Crowd handling any MOC orders must either give their orders to the
specialist or communicate their irrevocable interest to the specialist by 3:40 p.m., to allow the specialist to
arrange a closing price.

6Q. Can MOC orders be cancelled after 3:40 p.m.?

6.A. Firms may not enter MOC cancellations or reduce MOC orders in size after 3:40 p.m. No broker or
specialist can accept cancellation instructions on any MOC order after 3:40 p.m., except to correct a bona fide
error.

7Q. How are “limit or MOC” orders handled by specialists? How are “working” orders with
instructions to complete MOC handled by brokers?

7.A. As with a simple MOC order , specialists and Floor brokers may not accept “limit or MOC” orders
after 3:40 p.m. “Limit or MOC” orders entered with the specialist before 3:40 p.m. will be considered to be
irrevocable MOC orders on the unexecuted portion as of 3:40 p.m., unless cancelled with the specialist prior
to that time.

When a broker represents a “working” order with instructions to complete MOC, by 3:40 p.m., the broker must
either enter a MOC order with the specialist or communicate his or her irrevocable interest to the specialist
with respect to any portion to be executed on a MOC basis. What portion the broker enters/commits would be
based upon the market characteristics of the stock, and his or her reasonable expectation of execution given
market conditions in the stock from 3:40 p.m. to the close.

8Q. Can MOC orders be entered in the pilot stocks if a “No Imbalance” notice is published at 3:40
p.m.?

8.A. No MOC orders may be entered if a “No Imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.

9Q. Are limit-at-the-close (LOC) orders permitted?

9.A. LOC orders may be entered only in the stocks specifically identified for participation in the LOC pilot.

10Q. What is the priority sequence for execution of LOC orders?
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10.A. Marketable LOC orders are treated as market orders and must be executed. Such orders include
better-priced (i.e., orders with a limit price better than the closing price) LOC orders to buy and sell long
(including “G” orders) and better-priced LOC orders to sell short or sell plus, if the closing price would
represent a “double plus tick”.

LOC orders limited to the closing price and better-priced LOC orders to sell short and sell plus that could not
be executed at a price lower than the actual close are sequenced by time priority among themselves, but
behind all other orders at the closing price, and may be executed, depending on the size of the imbalance to
be offset.

11Q. If a broker has made an irrevocable commitment before 3:40 p.m. to trade MOC and
subsequently has to leave the crowd, what must he do?

11.A. The broker must give an MOC order to the specialist or another broker in writing.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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June 15, 1995

  

Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, CHIEF OPERATIONS OFFICER

SUBJECT: DELAYED EFFECTIVE DATE OF SEA RULE 17a-23(c)

The Exchange issued Information Memo No. 95-22 on May 31, 1995 to remind members and member
organizations of new Rule 17a-23 adopted by the Securities and Exchange Commission (“SEC”) under the
Securities Exchange Act of 1934 which imposes reporting and recordkeeping requirements on broker-dealers
that sponsor or operate proprietary trading systems.

The requirements were to have become effective on June 1, 1995, however, on May 26, 1995 the SEC
delayed implementation of the recordkeeping requirements (Rule 17a-23(c)) until July 1, 1995 in order
to facilitate the process of conversion to a shorter (“T+3”) settlement cycle which has required major systems
changes. See SEA Release No. 34-35775. The effective date for provisions of Rule 17a-23 other than Rule
17a-23(c) remains June 1, 1995, unless otherwise noted in the final rule published December 28, 1994
(59FR66702).

Registered broker-dealers who currently (i.e., as of June 1, 1995) operate or sponsor such trading systems
are reminded that the report required to be filed with the SEC and designated examining authority (“DEA”)
(Part I of Form 17A-23) is due no later than July 1, 1995.

Questions concerning this memo may be directed to your finance coordinator at the Exchange.

Salvatore Pallante

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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June 15, 1995

  

Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: Chief Operations Officers/Partners

SUBJECT: Depository Eligibility of Securities to be Listed on the Exchange - New Rule 227

By Release No. 34-35798, dated June 1, 1995, the Securities and Exchange Commission approved
Exchange Rule 227 (attached as Exhibit A) effective June 7, 1995. Adoption of new Rule 227 is intended as a
corollary to “T+3” settlement for most securities transactions which also became effective June 7, 1995.

Rule 227 was adopted at the recommendation of the U.S. Working Committee of the Group of Thirty
Clearance and Settlement Project (“U.S. Working Committee”) that all self-regulatory organizations adopt
a rule requiring domestic issuers to represent to the appropriate national securities exchange (or national
securities association) before an issue of securities is listed that a CUSIP number identifying the securities
has been included in the file of eligible issues, maintained by a registered securities depository.

In addition to requiring the above representation, Rule 227 states that a CUSIP number does not render

a security “depository eligible” within the meaning of Exchange Rule 226 1   until 1) the commencement
of trading in such security on the Exchange at such future time that an electronic system for monitoring
repurchases of distributed shares is available at the depository; or 2) in the current environment, when the
managing underwriter elects not to deposit the securities on distribution date, the managing underwriter
notifies the securities depository, but in no event more than three months after the commencement of trading
on the Exchange.

The new rule does not apply to a security if the terms of the security cannot be reasonably modified to meet
the criteria for depository eligibility at all securities depositories.

Questions relating to this matter should be directed to Raymond J. Hennessy at (212) 656-8338.

Salvatore Pallante

Senior Vice President

A. Exhibit A

227. PROPOSED NEW RULE 227 - DEPOSITORY ELIGIBILITY

(a) Before any issue of securities of a domestic issuer (not including American Depositary Receipts for
securities of a foreign issuer) is listed on the Exchange on or after [the effective date of the rule], the
Exchange shall have received a representation from the issuer that a CUSIP number identifying the securities
has been included in the file of eligible issues maintained by a securities depository registered as a clearing
agency under Section 17A of the Securities Exchange Act of 1934 (“securities depository” or “securities
depositories”), except that this paragraph shall not apply to a security if the terms of the security do not and
cannot be reasonably modified to meet the criteria for depository eligibility at all securities depositories.

(b) A securities depository's inclusion of the CUSIP number identifying a security in its file of eligible issues
does not render a security “depository eligible” within the meaning of Rule 226 - (“Uniform Book-Entry
Settlement”) until:
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(1) In the case of any new issue distributed by an underwriting syndicate on or after the date a securities
depository system for monitoring repurchases of distributed shares by the underwriting syndicate is available,
the commencement of trading in such security on the Exchange; or

(2) In the case of any new issue distributed by an underwriting syndicate prior to the date a securities
depository system for monitoring repurchases of distributed shares by the underwriting syndicate is available
where the managing underwriter elects not to deposit the securities on the distribution date, such date that is
the subject of a notification submitted by the managing underwriter to the securities depository but in no event
more than three months after the commencement of trading in such security on the Exchange.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  The term "depository eligible securities" is defined in Rule 226(d) as securities that (i) are part of an
issue (securities identified by a single CUSIP number) of securities that is eligible for deposit at a
securities depository and (ii) with respect to a particular transaction, are eligible in book-entry transfer at
the depository at the time of settlement of the transaction.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
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June 9, 1995

  

Market Surveillance

 PLEASE NOTE NEW REQUIREMENTS: IN ADDITION TO EXISTING REQUIREMENTS, NO MARKET-
ON-CLOSE (“MOC”) ORDERS MAY BE ENTERED IN ANY STOCK AFTER 3:40 P.M., EXCEPT WITH
RESPECT TO A PILOT STOCK TO OFFSET A PUBLISHED IMBALANCE

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Revised Procedures for Handling Market-on-Close Orders on
June 16, 1995 (“Expiration Friday”)

The Securities Exchange Commission has approved an amendment to the expiration policy. Effective June
16, 1995, no market-on-close (“MOC”) orders may be entered in any stock after 3:40 p.m. However, orders
unrelated to expiring index arbitrage may be entered to offset published imbalances in pilot stocks. The cutoff
time applies to all MOC orders in all stocks , even orders not related to a strategy involving any stock index
futures, stock index options or options on stock index futures. Detailed discussion can be found on Page 4 of
this memo.

The following summarizes key aspects of the expiration policy.

•AUXILIARY OPENING PROCEDURES WILL BE IN EFFECT THIS MONTH AND EVERY MONTH FOR
SELECTED MIDCAP STOCKS AS WELL AS REGULAR PILOT STOCKS.

•NO MOC ORDERS MAY BE ENTERED AFTER 3:40 P.M. IN ANY STOCK. FLOOR BROKERS
REPRESENTING SUCH ORDERS MUST COMMUNICATE THEIR IRREVOCABLE MOC INTEREST TO
THE SPECIALIST BY 3:40 P.M.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:40 P.M. IN ANY STOCK.

•AS SOON AS PRACTICABLE, AFTER 3:40 P.M., A SINGLE PUBLICATION OF MOC ORDER
IMBALANCES OF 50,000 SHARES OR MORE WILL BE PUBLISHED IN THE PILOT STOCKS.

•AFTER 3:40 P.M., MOC ORDERS NOT RELATED TO AN EXPIRING STRATEGY MAY ONLY BE
ENTERED TO OFFSET PUBLISHED IMBALANCES IN THE PILOT STOCKS.

•LOC ORDERS MAY BE ENTERED TO OFFSET A PUBLISHED IMBALANCE IN DD, MRK, PEP, T AND
WMT. REFER TO PAGE 3 FOR DETAILS.

DETAILED DISCUSSION IS PROVIDED ON THE FOLLOWING PAGES.

The June 16, 1995 expiration Friday Pilot stock lists are attached. Please note that only opening procedures
apply to the Midcap-related list.

1. OPENING PROCEDURES

For each monthly expiration, several auxiliary procedures are necessary to integrate stock orders relating to
expiring contracts into NYSE's opening procedures in a manner that assures an efficient market opening in
each stock as close to 9:30 a.m. as possible. The auxiliary opening procedures applicable on June 16, 1995
are:
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1. Order Entry

Stock orders relating to index contracts whose settlement pricing is based upon the June 16, 1995 opening
prices must be received by SuperDot or by the specialist by 9:00 a.m.

- These orders may be cancelled or reduced in size. 1 

- Stock orders relating to index contracts whose settlement pricing is not based upon the June 16, 1995
opening prices may be entered after 9:00 a.m.

To facilitate early order entry, SuperDot (1) will begin accepting orders at 7:30 a.m. and (2) will accept market
orders of 30,099 shares or less.

“Limit-at-the-opening” (“limit OPG”) orders are permitted, including delivery through Exchange systems.

- Ordinary limit orders may also be entered.

2. Order Identification

Stock orders relating to opening-price settling contracts must be identified “OPG.”

- Firms entering these orders through SuperDot, but unable to identify orders as “OPG”, may use a unique
branch code or firm identifier (mnemonic) to identify these orders. The NYSE Market Surveillance Division (11
Wall Street, 10th Floor) must be advised of the branch code or identifier by June 19, 1995.

- Firms unable to identify these orders in either way, and firms not using SuperDot, must submit a list of all
these orders and related details to the NYSE Market Surveillance Division by June 19, 1995.

3. Dissemination of Order Imbalances

For any of the pilot stocks and for ten selected S&P MidCap 400 Index stocks (lists attached) having a market
order imbalance of 50,000 shares or more at 9:00 a.m., the NYSE will disseminate the size of the order
imbalance via the low-speed ticker and the news services as promptly as practicable after 9:00 a.m.

4. Dissemination of Indications

Except for the auxiliary procedures described above, all stocks, including the pilot stocks and selected
MidCap stocks, are subject to the regular NYSE opening procedures, including price indications where a
substantial price change is anticipated. Dissemination of an indication is mandatory for an opening which
will result in a price change constituting the lesser of 10% or three points from the prior NYSE close, or five
points if the previous close is $100 or higher, unless the price change is less than one point. Fifteen minutes
must elapse between a first indication and a stock's opening. However, when more than one indication is
necessary, a stock may open (1) five minutes after the last indication when it overlaps the prior indication
(e.g., 51 - 53 overlaps 50 - 52, but does not overlap 53 - 55) and (2) ten minutes after the last indication when
it does not overlap the prior indication, provided that 15 minutes must have elapsed from the dissemination of
the first indication.

2. PROCEDURES RELATING TO THE CLOSE

1. Limit-At-The-Close (“LOC”) Orders

The LOC pilot, which commenced on April 15, 1994, is integrated with expiration Friday policy.

Current procedures require MOC imbalances of 50,000 shares or more in the pilot stocks to be published on
the tape as soon as practicable after 3:40 p.m. on expiration days, including expiration Fridays. LOC orders
may be entered only if imbalances have been published in DD, MRK, PEP, T, or WMT and must be entered
by 3:55 p.m. On expiration days, LOC orders are irrevocable once entered, except in the case of legitimate
error.
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No LOC orders related to a strategy including any stock index futures, stock index options or options on stock
index futures in expiring contracts may be entered in any stock.

An LOC order is one that is entered for execution at the closing price provided that the closing price is at or
within the limit specified. LOC orders may be entered only to offset published imbalances of market-on-close
(“MOC”) orders. They are prioritized on the specialist's book by time of entry and go behind all other orders
on the specialist's book at that price. LOC orders with prices that are better than the closing prices in the
subject security are guaranteed an execution, unless there is a trading halt in the security. LOC orders at the
closing price are executed in order of time priority with respect to other LOC orders, but are not guaranteed
an execution.

2. Market-On-Close Orders

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. THIS APPLIES
TO MOC ORDERS IN ALL STOCKS, REGARDLESS OF WHETHER SUCH ORDERS RELATE TO A
STRATEGY INVOLVING any stock index futures, stock index options, or options on stock index futures.
These procedures have been filed as a rule with the SEC.

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

3. MOC Order Entry

The cut-off time is 3:40 p.m. for the entry of all MOC orders, regardless of whether they relate to a strategy
including any expiring stock index futures, stock index options or options on stock index futures. This
requirement applies to all stocks not just pilot stocks. Floor brokers representing any MOC orders must
communicate their irrevocable MOC interest to the specialist by 3:40 p.m. These closing procedures will be
implemented with the June 16, 1995 expiration.

To facilitate the determination of order imbalances before the close, no MOC order may be entered in any
stock after 3:40 p.m. except to offset a published imbalance in a pilot stock. This will contribute to a more
accurate picture, earlier, of the interest in any stock at the close.

For the limited exception that relates to entry of MOC orders to offset published imbalances in pilot stocks,
refer to the material below.

4. Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:40 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will continue to be permitted after 3:40 p.m.

5. Special Procedures on Limitation of Entry of Orders and Publication of Imbalances in Pilot Stocks

You must, as stated above and required for all stocks, enter all MOC orders, in positions relating to a strategy
involving any expiring stock index futures, stock index options, or options on stock index futures, by 3:40 p.m.
eastern time. In addition, as described below, there are special procedures for publication of imbalances, that
are applicable only to pilot stocks (see attached list). It should be noted that pursuant to the newly amended
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Rule 13, limit-at-the-close orders in the LOC pilot stocks only may be entered for execution on the close, in
addition to market-on-close orders.

As soon as possible after 3:40 p.m., the Exchange will publish on the tape any imbalance of MOC orders
of 50,000 shares or more that existed at 3:40 p.m. in those pilot stocks. This will be the only MOC order
imbalance publication. If a “No Imbalance” notice is published in a pilot stock, no MOC or LOC orders will
be permitted in that stock. While MOC orders previously entered may be cancelled or reduced in size until
3:40 p.m., once a publication of an imbalance in a pilot stock has been made, any MOC or LOC orders
subsequently entered in such pilot stock will be accepted only to trade on the opposite side of the market in
relation to such published imbalance.

The liquidation of positions relating to a strategy involving any stock index futures, stock index options, or
options on stock index futures using MOCorders entered after 3:40 p.m. is not permitted, even if such orders
might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC or LOC orders, the imbalance of MOC orders
published as of 3:40 p.m. may not reflect the imbalance that exists at the close.

The procedures stated in this section relate only to the pilot stocks. Regular procedures, including revised
procedures for all stocks that are stated on Pages One through Four, will apply to all other listed securities.

6. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance shall, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The specialist shall then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction should be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they shall be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

7. “G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

80A. Rule 80A

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on the last trade date prior to each month's expiration.
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If an MOC index arbitrage order to establish or increase a position is entered, and Rule 80A subsequently
goes into effect, the MOC order must be cancelled, regardless of the time Rule 80A goes into effect. If Rule
80A goes into effect prior to 3:40 p.m., the MOC order may be reentered with the appropriate tick restriction.
If Rule 80A goes into effect after 3:40 p.m., and there is a published imbalance in the subject stock, the MOC
order may be reentered, with the appropriate tick restriction, to offset the imbalance.

8. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a)(2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
Robert Ambrosio at (212) 656-5597.

Robert J. McSweeney

Senior Vice President

                                  

Attachments

              

3. Expiration Friday Pilot Stocks - June 16, 1995

     ABT      ABBOTT LABORATORIES

     AXP      AMERICAN EXPRESS COMPANY

     AHP      AMERICAN HOME PRODUCTS CORPORATION

     AIG      AMERICAN INTERNATIONAL GROUP INC.

     T        AMERICAN TELEPHONE AND TELEGRAPH
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     AIT      AMERITECH CORP.

     AN       AMOCO CORPORATION

     ARC      ATLANTIC RICHFIELD COMPANY

     BAC      BANKAMERICA CORPORATION

     BEL      BELL ATLANTIC CORPORATION

     BLS      BELLSOUTH CORPORATION

     BA       BOEING COMPANY

     BMY      BRISTOL MYERS SQUIBB COMPANY

     CHV      CHEVRON CORPORATION

     CCI      CITICORP

     KO       COCA-COLA COMPANY

     COL      COLUMBIA HEALTHCARE CORP.

     DOW      DOW CHEMICAL COMPANY

     DD       DU PONT COMPANY

     EK       EASTMAN KODAK COMPANY

     LLY      ELI LILLY AND COMPANY
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     XON      EXXON CORPORATION

     FNM      FEDERAL NATIONAL MORTGAGE ASSOCIATION

     F        FORD MOTOR COMPANY

     GE       GENERAL ELECTRIC COMPANY

     GM       GENERAL MOTORS CORPORATION

     G        GILLETTE COMPANY

     GTE      GTE CORPORATION

     HWP      HEWLETT-PACKARD COMPANY

     HD       HOME DEPOT INC.

     IBM      INTERNATIONAL BUSINESS MACHINES CORP.

     IP       INTERNATIONAL PAPER COMPANY

     JNJ      JOHNSON AND JOHNSON

     MCD      MCDONALDS CORPORATION

     MRK      MERCK AND COMPANY INC.

     MMM      MINNESOTA MINING AND MANUFACTURING

     MOB      MOBIL CORPORATION
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     MOT      MOTOROLA INC.

     NYN      NYNEX CORPORATION

     PEP      PEPSICO INC.

     PFE      PFIZER INC.

     MO       PHILIP MORRIS COS. INC.

     PG       PROCTER AND GAMBLE COMPANY

     RD       ROYAL DUTCH PETROLEUM COMPANY

     S        SEARS ROEBUCK COMPANY

     SBC      SOUTHWESTERN BELL CORPORATION

     TX       TEXACO INC.

     UN       UNILEVER N.V. ORD SHARES

     USW      U.S. WEST INC.

     WMT      WAL-MART STORES INC.

     DIS      WALT DISNEY COMPANY

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of June 2, 1995 and
the 20 Major Market Index stocks. The list remains unchanged from the previous month.

            

4. MidCap Index Expiration Friday Stocks - June 16, 1995
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     AFL      AFLAC Inc.

     AOC      AON Corp.

     CMA      Comerica Inc.

     EMC      EMC Corporation

     FBS      First Bank System Inc.

     FFM      First Financial Management Corp.

     *BEN     Franklin Resources Inc.

     LSI      LSI Logic Corp.

     MS       Morgan Stanley Group Inc.

     ODP      Office Depot Inc.

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of June 2,
1995. The indicated (*) stock has been added to the list. CS has been deleted.

                                 

5. Expiration Friday

            

Limit-at-the-Close (LOC) Pilot Stocks as of June 16, 1995

     T        American Telephone and Telegraph Co.
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     DD       E.I. Dupont DeNemours & Co.

     MRK      Merck and Co., Inc.

     PEP      Pepsico, Inc.

     WMT      Wal-Mart Stores, Inc.

6. MEMORANDUM

Date: June 9, 1995

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) Orders and Limit-at-
the-Close (LOC) Orders

1. Openings

1Q. Can “limit at the opening” (“limit OPG”) orders be entered in the stocks that are not among the
stocks included in the pilot?

1A. Yes. “Limit OPG” orders are permitted in all stocks on expiration Friday. Those orders related to a
strategy in expiring contracts must be entered by 9:00 a.m.

2Q. When can specialists obtain an OARS status request?

2A. At any time after 7:30 a.m., in any stock. (Specialists should review OARS inquiry, freeze and opening
procedures to avoid problems.)

3Q. Must specialists wait until 9:27 a.m. to start the ITS pre-opening application?

3A. No. ITS Pre-Opening notifications may be issued beginning at 9:00 a.m.

4Q. Are “G” orders to sell short at the market handled differently at the opening than at the close on
expiration day?

4A. Yes, “G” short market orders are covered by two different procedures. At the opening they are handled
as they are on any other day. “G” short market orders must yield to all public limit orders at the lowest valid
short tick. At any higher price the “G” shorts need not yield. At the close, “G” market shorts must yield to all
limit orders at the sale price, even if that price is higher than the first valid short tick.

5Q. How should specialists and Floor Officials handle requests to “hold the opening” in the pilot
stocks?

5A. The Exchange has added auxiliary and early procedures with the express purpose of providing a prompt
opening in all stocks, not just the 50 pilot stocks. Brokers should be told to have their opening interest
represented by 9:30 a.m., and assuming adequate pricing information re: substantial disparity from the close,
all stocks should be opened as quickly after 9:30 as possible.

2. MOC Orders and LOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?
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1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

2A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

     1. Example #1      200,000 buy MOC

                         50,000 sell MOC

                         50,000 sell plus MOC

                         25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

     2. Example #2      100,000 sell MOC

                         50,000 buy MOC

                         25,000 buy minus MOC

                         25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000−B 50, 000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

3Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4-1/2 - last sale 20 3/8

3A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the existing 20 1/2 sell limit orders have
priority over the MOC sell plus and sell short orders which in this case are treated like limit orders. On the
other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the MOC sell plus or sell short
orders are treated as marketable orders which go ahead of the 20 1/2 sell limit orders.

In the case of a MOC buy minus order, if the last sale was a “plus” or “zero plus” tick, all limit orders at 20
1/4 would have priority. If the last sale was a “minus” or “zero minus” tick, the MOC buy minus orders are
marketable and go ahead of the 20 1/4 limit orders.
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4Q. Are MOC “short” at-the-close orders permitted?

4A. Firms may enter “short” MOC orders.

5Q. Should brokers in the Crowd give the specialist their orders prior to the final bell? How should
they be handled by the specialist?

5A. In all stocks, any brokers in the Crowd handling any MOC orders must either give their orders to the
specialist or communicate their irrevocable interest to the specialist by 3:40 p.m., to allow the specialist to
arrange a closing price.

6Q. Can MOC orders be cancelled after 3:40 p.m.?

6A. Firms may not enter MOC cancellations or reduce MOC orders in size after 3:40 p.m. No broker or
specialist can accept cancellation instructions on any MOC order after 3:40 p.m., except to correct a bona fide
error.

7Q. How are “limit or MOC” orders handled by specialists? How are “working” orders with
instructions to complete MOC handled by brokers?

7A. As with a simple MOC order, specialists and Floor brokers may not accept “limit or MOC” orders
after 3:40 p.m. “Limit or MOC” orders entered with the specialist before 3:40 p.m. will be considered to be
irrevocable MOC orders on the unexecuted portion as of 3:40 p.m., unless cancelled with the specialist prior
to that time.

When a broker represents a “working” order with instructions to complete MOC, by 3:40 p.m., the broker must
either enter a MOC order with the specialist or communicate his or her irrevocable interest to the specialist
with respect to any portion to be executed on a MOC basis. What portion the broker enters/commits would be
based upon the market characteristics of the stock, and his or her reasonable expectation of execution given
market conditions in the stock from 3:40 p.m. to the close.

8Q. Can MOC orders be entered in the pilot stocks if a “No Imbalance” notice is published at 3:40
p.m.?

8A. No MOC orders may be entered if a “No Imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.

9Q. Are limit-at-the-close (LOC) orders permitted?

9A. LOC orders may be entered only in the stocks specifically identified for participation in the LOC pilot.

10Q. What is the priority sequence for execution of LOC orders?

10A. Marketable LOC orders are treated as market orders and must be executed. Such orders include better-
priced (i.e., orders with a limit price better than the closing price) LOC orders to buy and sell long (including
“G” orders) and better-priced LOC orders to sell short or sell plus, if the closing price would represent a
“double plus tick”.

LOC orders limited to the closing price and better-priced LOC orders to sell short and sell plus that could not
be executed at a price lower than the actual close are sequenced by time priority among themselves, but
behind all other orders at the closing price, and may be executed, depending on the size of the imbalance to
be offset.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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1  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.
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May 31, 1995

  

Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER

SUBJECT: Implementation of Securities Exchange Act Rule 17a-23 and Form 17A-23 (“Broker-Dealer
Trading Systems”)

On December 20, 1994 the Securities and Exchange Commission (“SEC”) by Release No. 34-35124 adopted
Rule 17a-23 and Form 17A-23 under the Securities Exchange Act of 1934 which establish recordkeeping

and reporting requirements for brokers and dealers that sponsor automated trading systems 1   to become
effective June 1, 1995.

Brokers and dealers that sponsor these systems will be required to file reports in a form and at such time
periods prescribed in Rule 17a-23 with the SEC and with the Exchange with respect to Parts I and III of Form
17A-23 where the Exchange is the organization's designated examining authority (“DEA”).

Rule 17a-23 also sets forth recordkeeping requirements which include, in general, records of: (1) daily
summaries of trading in the system; (2) the identities of system participants (including any affiliations between
those participants and the sponsor); and (3) time-sequenced records of each transaction effected through
the system. The sponsor is required to keep these records as well as any notices provided by the sponsor to
participants, for three years (the first two years in an easily accessible place). Member organizations should
review the adopting release for further details with respect to recordkeeping requirements.

Part I (“Initial Operation Report”) of Form 17A-23 must be filed with the SEC and DEA by broker-dealers
which currently sponsor (as of June 1, 1995) existing trading systems no later than July 1, 1995 and
must also be filed by broker-dealers intending to sponsor a system at least 20 calendar days prior to
implementation of the system.

Part IA (“Material Change to Operation of System”) of Form 17A-23 must be filed with the SEC at least 20
calendar days prior to implementation of any material change to the operation of the system or under certain
limited circumstances within 10 calendar days of implementation of such change.

Part II (“Quarterly Report”) of Form 17A-23 which discloses, among other things, volume and number of
transactions, monetary value, and number of system orders must be filed with the SEC by broker-dealers
within 30 calendar days after the end of each quarter.

Part III (“Reporting of Ceasing to Operate or Sponsor System”) of Form 17A-23 must be filed by broker-
dealers with the SEC and DEA within 10 calendar days after a broker-dealer ceases to operate or sponsor a
trading system.

Any questions concerning the recordkeeping or reporting requirements described in this memo should be
directed to your finance coordinator at the Exchange.

Salvatore Pallante

Senior Vice President
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Footnotes

1  A "broker-dealer trading system" provides a mechanism, automated in full or in part, for (1) collecting,
receiving, disseminating or displaying system orders; and (2) matching, crossing, or executing system
orders, or otherwise facilitating agreement to the basic terms of a purchase or sale of a security between
system participants, or between a system participant and the system sponsor, through use of the system
or though the system sponsor. (Rule 17a-23(b)(2))
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May 12, 1995

  

Market Surveillance

 PLEASE NOTE THAT LIMIT-AT-THE-CLOSE (“LOC”) ORDERS WILL ONCE AGAIN BE PERMITTED
IN FIVE STOCKS ON A PILOT BASIS. LOC ORDERS MAY ONLY BE ENTERED AFTER 3:40 P.M. TO
OFFSET A PUBLISHED IMBALANCE AND CANNOT BE CANCELLED ON EXPIRATION DAYS.

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Revised Procedures for Handling Market-on-Close Orders on
May 19, 1995 (“Expiration Friday”)

As previously announced in Information Memo 94-12, the Securities Exchange Commission has approved
use of limit-at-the-close orders (LOC) in five pilot stocks: DD, MRK, PEP, T and WMT. The Rule has been in
effect on every trading day since April 15, 1994.

Detailed discussion is on Page 3 of this Information Memo.

•AUXILIARY OPENING PROCEDURES WILL BE IN EFFECT THIS MONTH AND EVERY MONTH FOR
SELECTED MIDCAP STOCKS AS WELL AS REGULAR PILOT STOCKS.

•NO MOC ORDERS RELATED TO A STRATEGY INCLUDING ANY STOCK INDEX FUTURES, STOCK
INDEX OPTIONS OR OPTIONS ON STOCK INDEX FUTURES IN EXPIRING CONTRACTS MAY BE
ENTERED AFTER 3:40 P.M. IN ANY STOCK. FLOOR BROKERS REPRESENTING SUCH ORDERS MUST
INDICATE THEIR MOC INTEREST TO THE SPECIALIST BY 3:40 P.M.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:40 P.M. IN ANY STOCK.

•AS SOON AS PRACTICABLE, AFTER 3:40 P.M., A SINGLE PUBLICATION OF MOC ORDER
IMBALANCES OF 50,000 SHARES OR MORE WILL BE PUBLISHED IN THE PILOT STOCKS.

•AFTER 3:40 P.M. IN THE PILOT STOCKS, MOC ORDERS MAY ONLY BE ENTERED TO OFFSET
PUBLISHED IMBALANCES.

DETAILED DISCUSSION IS PROVIDED ON THE FOLLOWING PAGES.

The May 19, 1995 expiration Friday Pilot stock lists are attached. Please note that only opening procedures
apply to the Midcap-related list.

1. OPENING PROCEDURES

For each monthly expiration, several auxiliary procedures are necessary to integrate stock orders relating to
expiring contracts into NYSE's opening procedures in a manner that assures an efficient market opening in
each stock as close to 9:30 a.m. as possible. The auxiliary opening procedures applicable on May 19, 1995
are:

1. Order Entry

Stock orders relating to index contracts whose settlement pricing is based upon the May 19, 1995 opening
prices must be received by SuperDot or by the specialist by 9:00 a.m.
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- These orders may be cancelled or reduced in size. 1 

- Stock orders relating to index contracts whose settlement pricing is not based upon the May 19, 1995
opening prices may be entered after 9:00 a.m.

To facilitate early order entry, SuperDot (1) will begin accepting orders at 7:30 a.m. and (2) will accept market
orders of 30,099 shares or less.

“Limit-at-the-opening” (“limit OPG”) orders are permitted, including delivery through Exchange systems.

- Ordinary limit orders may also be entered.

2. Order Identification

Stock orders relating to opening-price settling contracts must be identified “OPG.”

- Firms entering these orders through SuperDot, but unable to identify orders as “OPG”, may use a unique
branch code or firm identifier (mnemonic) to identify these orders. The NYSE Market Surveillance Division (11
Wall Street, 10th Floor) must be advised of the branch code or identifier by May 22, 1995.

- Firms unable to identify these orders in either way, and firms not using SuperDot, must submit a list of all
these orders and related details to the NYSE Market Surveillance Division by May 22, 1995.

3. Dissemination of Order Imbalances

For any of the pilot stocks and for ten selected S&P MidCap 400 Index stocks (lists attached) having a market
order imbalance of 50,000 shares or more at 9:00 a.m., the NYSE will disseminate the size of the order
imbalance via the low-speed ticker and the news services as promptly as practicable after 9:00 a.m.

4. Dissemination of Indications

Except for the auxiliary procedures described above, all stocks, including the pilot stocks and selected
MidCap stocks, are subject to the regular NYSE opening procedures, including price indications where a
substantial price change is anticipated. Dissemination of an indication is mandatory for an opening which
will result in a price change constituting the lesser of 10% or three points from the prior NYSE close, or five
points if the previous close is $100 or higher, unless the price change is less than one point. Fifteen minutes
must elapse between a first indication and a stock's opening. However, when more than one indication is
necessary, a stock may open (1) five minutes after the last indication when it overlaps the prior indication
(e.g., 51 - 53 overlaps 50 - 52, but does not overlap 53 - 55) and (2) ten minutes after the last indication when
it does not overlap the prior indication, provided that 15 minutes must have elapsed from the dissemination of
the first indication.

2. PROCEDURES RELATING TO THE CLOSE

1. Limit-At-The-Close (“LOC”) Orders

The LOC pilot, which commenced on April 15, 1994, is integrated with expiration Friday policy.

Current procedures require MOC imbalances of 50,000 shares or more in the pilot stocks to be published on
the tape as soon as practicable after 3:40 p.m. on expiration days, including expiration Fridays. LOC orders
may be entered only if imbalances have been published in DD, MRK, PEP, T, or WMT and must be entered
by 3:55 p.m. On expiration days, LOC orders are irrevocable once entered, except in the case of legitimate
error.

No LOC orders related to a strategy including any stock index futures, stock index options or options on stock
index futures in expiring contracts may be entered in any stock.

An LOC order is one that is entered for execution at the closing price provided that the closing price is at or
within the limit specified. LOC orders may be entered only to offset published imbalances of market-on-close
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(“MOC”) orders. They are prioritized on the specialist's book by time of entry and go behind all other orders
on the specialist's book at that price. LOC orders with prices that are better than the closing prices in the
subject security are guaranteed an execution, unless there is a trading halt in the security. LOC orders at the
closing price are executed in order of time priority with respect to other LOC orders, but are not guaranteed
an execution.

2. Market-On-Close Orders

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. Applicable MOC orders
are those relating to a strategy involving any stock index futures, stock index options, or options on stock
index futures, in all stocks. These procedures have been filed as a rule with the SEC.

The cut-off time is 3:40 p.m. for the entry of MOC orders that relate to a strategy including any expiring stock
index futures, stock index options or options on stock index futures. This requirement applies to all stocks
involving such a strategy, not just pilot stocks. Floor brokers representing such orders must indicate their
MOC interest to the specialist by 3:40 p.m. These closing procedures will be implemented with the May 19,
1995 expiration.

3. Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

4. Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:40 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will continue to be permitted after 3:40 p.m.

5. Special Procedures on Limitation of Entry of Orders and Publication of Imbalances in Pilot Stocks

You must, as stated above and required for all stocks, enter all MOC orders, in positions relating to a strategy
involving any expiring stock index futures, stock index options, or options on stock index futures, by 3:40 p.m.
eastern time. In addition, as described below, there are special limitations regarding the subsequent entry
of orders, and special procedures for publication of imbalances, that are applicable only to pilot stocks (see
attached lists). It should be noted that pursuant to the newly amended Rule 13, limit-at-the-close orders in the
LOC pilot stocks only may be entered for execution on the close, in addition to market-on-close orders.

As soon as possible after 3:40 p.m., the Exchange will publish on the tape any imbalance of MOC orders
of 50,000 shares or more that existed at 3:40 p.m. in those pilot stocks. This will be the only MOC order
imbalance publication. If a “No Imbalance” notice is published in a pilot stock, no MOC or LOC orders will
be permitted in that stock. While MOC orders previously entered may be cancelled or reduced in size until
3:40 p.m., once a publication of an imbalance in a pilot stock has been made, any MOC or LOC orders
subsequently entered in such pilot stock will be accepted only to trade on the opposite side of the market in
relation to such published imbalance. The liquidation of positions relating to a strategy involving any stock
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index futures, stock index options, or options on stock index futures using MOCorders entered after 3:40 p.m.
is not permitted, even if such orders might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC or LOC orders, the imbalance of MOC orders
published as of 3:40 p.m. may not reflect the imbalance that exists at the close.

The procedures stated in this section relate only to the pilot stocks. Regular procedures, including revised
procedures for all stocks that are stated on Pages One through Four, will apply to all other listed securities.

6. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance shall, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The specialist shall then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction should be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they shall be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

7. “G” Orders

Proprietary orders represented pursuant to Section 11(a) (1) (G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a) (1) (G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

80A. Rule 80A

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on the last trade date prior to each month's expiration.

8. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a) (2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.
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Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
Robert Ambrosio at (212) 656-5597.

Robert J. McSweeney

Senior Vice President

                            

Attachments

            

3. Expiration Friday Pilot Stocks - May 19, 1995

   ABT    ABBOTT LABORATORIES

   AXP    AMERICAN EXPRESS COMPANY

   AHP    AMERICAN HOME PRODUCTS CORPORATION

   AIG    AMERICAN INTERNATIONAL GROUP INC.

   T      AMERICAN TELEPHONE AND TELEGRAPH

   AIT    AMERITECH CORP.

   AN     AMOCO CORPORATION

   ARC    ATLANTIC RICHFIELD COMPANY

   BAC    BANKAMERICA CORPORATION

   BEL    BELL ATLANTIC CORPORATION
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   BLS    BELLSOUTH CORPORATION

   BA     BOEING COMPANY

   BMY    BRISTOL MYERS SQUIBB COMPANY

   CHV    CHEVRON CORPORATION

   CCI    CITICORP

   KO     COCA-COLA COMPANY

   *COL   COLUMBIA HEALTHCARE CORP.

   DOW    DOW CHEMICAL COMPANY

   DD     DU PONT COMPANY

   EK     EASTMAN KODAK COMPANY

   LLY    ELI LILLY AND COMPANY

   XON    EXXON CORPORATION

   FNM    FEDERAL NATIONAL MORTGAGE ASSOCIATION

   F      FORD MOTOR COMPANY

   GE     GENERAL ELECTRIC COMPANY

   GM     GENERAL MOTORS CORPORATION
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   G      GILLETTE COMPANY

   GTE    GTE CORPORATION

   HWP    HEWLETT-PACKARD COMPANY

   HD     HOME DEPOT INC.

   IBM    INTERNATIONAL BUSINESS MACHINES CORP.

   IP     INTERNATIONAL PAPER COMPANY

   JNJ    JOHNSON AND JOHNSON

   MCD    MCDONALDS CORPORATION

   MRK    MERCK AND COMPANY INC.

   MMM    MINNESOTA MINING AND MANUFACTURING

   MOB    MOBIL CORPORATION

   MOT    MOTOROLA INC.

   NYN    NYNEX CORPORATION

   PEP    PEPSICO INC.

   PFE    PFIZER INC.

   MO     PHILIP MORRIS COS. INC.
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   PG     PROCTER AND GAMBLE COMPANY

   RD     ROYAL DUTCH PETROLEUM COMPANY

   S      SEARS ROEBUCK COMPANY

   SBC    SOUTHWESTERN BELL CORPORATION

   TX     TEXACO INC.

   UN     UNILEVER N.V. ORD SHARES

   USW    U.S. WEST INC.

   WMT    WAL-MART STORES INC.

   DIS    WALT DISNEY COMPANY

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of May 4, 1995
and the 20 Major Market Index stocks. The indicated (*) stocks have been added to the list. BUD has been
deleted.

         

4. MidCap Index Expiration Friday Stocks - May 19, 1995

   AFL      AFLAC Inc.

   AOC      AON Corp.

   *CS      Cabletron Systems Inc.

   CMA      Comerica Inc.
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   EMC      EMC Corporation

   FBS      First Bank System Inc.

   FFM      First Financial Management Corp.

   LSI      LSI Logic Corp.

   MS       Morgan Stanley Group Inc.

   ODP      Office Depot Inc.

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of May 4,
1995. The indicated (*) stocks have been added to the list. CU has been deleted.

                            

5. Expiration Friday

         

Limit-at-the-Close (LOC) Pilot Stocks as of May 19, 1995

   T       American Telephone and Telegraph Co.

   DD      E.I. Dupont DeNemours & Co.

   MRK     Merck and Co., Inc.

   PEP     Pepsico, Inc.

   WMT     Wal-Mart Stores, Inc.

6. MEMORANDUM

Date: May 12, 1995
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To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) Orders and Limit-at-
the-Close (LOC) Orders

1. Openings

1Q. Can “limit at the opening” (“limit OPG”) orders be entered in the stocks that are not among the
stocks included in the pilot?

1A. Yes. “Limit OPG” orders are permitted in all stocks on expiration Friday. Those orders related to a
strategy in expiring contracts must be entered by 9:00 a.m.

2Q. When can specialists obtain an OARS status request?

2A. At any time after 7:30 a.m., in any stock. (Specialists should review OARS inquiry, freeze and opening
procedures to avoid problems.)

3Q. Must specialists wait until 9:27 a.m. to start the ITS pre-opening application?

3A. No. ITS Pre-Opening notifications may be issued beginning at 9:00 a.m.

4A. Yes, “G” short market orders are covered by two different procedures. At the opening they are handled
as they are on any other day. “G” short market orders must yield to all public limit orders at the lowest valid
short tick. At any higher price the “G” shorts need not yield. At the close, “G” market shorts must yield to all
limit orders at the sale price, even if that price is higher than the first valid short tick.

5Q. How should specialists and Floor Officials handle requests to “hold the opening” in the pilot
stocks?

5A. The Exchange has added auxiliary and early procedures with the express purpose of providing a prompt
opening in all stocks, not just the 50 pilot stocks. Brokers should be told to have their opening interest
represented by 9:30 a.m., and assuming adequate pricing information re: substantial disparity from the close,
all stocks should be opened as quickly after 9:30 as possible.

2. MOC Orders and LOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offe ring side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

2A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

   1. Example #1   200,000 buy MOC

                    50,000 sell MOC

                    50,000 sell plus MOC
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                    25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

   2. Example #2   100,000 sell MOC

                    50,000 buy MOC

                    25,000 buy minus MOC

                    25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000−B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

3Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4 -1/2 - last sale 20 3/8

3A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the existing 20 1/2 sell limit orders have
priority over the MOC sell plus and sell short orders which in this case are treated like limit orders. On the
other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the MOC sell plus or sell short
orders are treated as marketable orders which go ahead of the 20 1/2 sell limit orders.

In the case of a MOC buy minus order, if the last sale was a “plus” or “zero plus” tick, all limit orders at 20
1/4 would have priority. If the last sale was a “minus” or “zero minus” tick, the MOC buy minus orders are
marketable and go ahead of the 20 1/4 limit orders.

4Q. Are MOC “short” at-the-close orders permitted?

4A. Firms may enter “short” MOC orders.

5Q. Should brokers in the Crowd give the specialist their orders prior to the final bell? How should
they be handled by the specialist?

5A. Yes. In the pilot stocks, any brokers in the Crowd handling orders relating to strategies should give their
orders to the specialist by 3:40 p.m., to allow the specialist to arrange a closing price. Such orders should be
handled like “love” orders on the opening.

6Q. Can MOC orders be entered in the pilot stocks if a “No Imbalance” notice is published at 3:40
p.m.?

6A. No MOC orders may be entered if a “No Imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.

7Q. Are limit-at-the-close (LOC) orders permitted?

7A. LOC orders may be entered only in the stocks specifically identified for participation in the LOC pilot.

8Q. What is the priority sequence for execution of LOC orders?
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8A. Marketable LOC orders are treated as market orders and must be executed. Such orders include better-
priced (i.e., orders with a limit price better than the closing price) LOC orders to buy and sell long (including
“G” orders) and better-priced LOC orders to sell short or sell plus, if the closing price would represent a
“double plus tick”.

LOC orders limited to the closing price and better-priced LOC orders to sell short and sell plus that could not
be executed at a price lower than the actual close are sequenced by time priority among themselves, but
behind all other orders at the closing price, and may be executed, depending on the size of the imbalance to
be offset.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.
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Market Surveillance

IMPORTANT DATE CHANGE

 The previously announced May 15 implementation date for the new MOC policy is now Monday, June 5.

TO: All Members and Member Organizations/Chief Operating Officers

SUBJECT: Market-at-the-Close (“MOC”) Order Entry Requirements

In order to minimize excess market volatility that may be associated with large-size MOC orders that are
entered near the close, and to allow sufficient time to attempt to offset large imbalances of MOC orders, the
Exchange is imposing a deadline of 3:50 p.m. for the entry of all MOC orders in all stocks on trading days

other than expiration days 1   and a 3:40 p.m. cut-off time for entry of all such orders on expiration days,
except for those to offset imbalance publications. Brokers in the Crowd are required to communicate the
extent of MOC orders in their possession to the appropriate specialists by these times. MOC orders are
irrevocable, except to correct an error, after these specified times. These requirements are effective as of
Monday, June 5.

Order imbalances of 50,000 shares or more on non-expiration days shall be published as soon as practicable

after 3:50 p.m. Imbalance publications of 50,000 shares or more will be made in the so-called “pilot” stocks, 2 
in stocks being added to or dropped from an index, and in any other stock with the approval of Floor Official.

On expiration days, if an MOC index arbitrage order to buy (sell) to establish or increase a position is entered,
and Rule 80A subsequently goes into effect because of significant upward (downward) market movement, the
MOC order must be cancelled, regardless of the time Rule 80A goes into effect. If Rule 80A goes into effect
prior to 3:40 p.m., the MOC order may be reentered with the instruction “buy minus” (“sell plus”). If Rule 80A
goes into effect after 3:40 p.m., and there is a published imbalance in the subject stock, the MOC order may
be reentered, with the instruction “buy minus” (“sell plus”), to offset the imbalance.

On non-expiration days, if an MOC index arbitrage order to buy (sell) is entered, and Rule 80A subsequently
goes into effect because of significant upward (downward) market movement, the MOC order must be
cancelled, regardless of the time Rule 80A goes into effect. If Rule 80A goes into effect prior to 3:50 p.m., the
MOC order may be reentered with the instruction “buy minus” (“sell plus”). If Rule 80A goes into effect after
3:50 p.m., and there is a published imbalance in the subject stock, the MOC order may be reentered, with the
instruction “buy minus” (“sell plus”), to offset the imbalance.

Questions concerning any matters discussed in this Information Memo may be addressed to Robert Ambrosio
(212) 656-5597 or Carol Krusik at (212) 656-4597.

Robert J. McSweeney

Senior Vice President

1. MEMORANDUM

Date: May 30, 1995

To: All Members and Member Organizations
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From: Market Surveillance

Subject: MOC Policy to be Implemented June 5, 1995

Summarized below are frequently asked questions concerning the MOC policy to be implemented on June
5, 1995. If you have any other questions, please use the “White Phone” or call Robert Ambrosio at (212)
656-5597 or Carol Krusik at (212) 656-4597.

Q1. What is the cutoff time for the entry of MOC orders?

A1. Except to offset a published imbalance, no MOC orders in any stock may be entered after 3:50 p.m.,
except on expiration related trade dates when the cutoff time is 3:40 p.m. in all stocks. Brokers in the Crowd
handling any MOC orders must either give their orders to the specialist or communicate their irrevocable
interest to the specialist by the cut-off time, to allow the specialist to arrange a closing price.

Q2. Can MOC orders be cancelled or reduced in size after the cutoff time?

A2. Firms may not enter MOC cancellations or reduce MOC orders in size after the cut-off time. No broker
or specialist can accept cancellation instructions on any MOC order after the cut-off time, except to correct a
bona fide error.

Q3. Can a limit order be cancelled and replaced with an MOC order after the cutoff time? What should
a specialist who receives such instructions after the cutoff time do?

A3. Although a limit order may be cancelled at any time before execution, it may not be replaced with MOC
instructions after the cutoff time. Specialists receiving such instructions after the cutoff time should cancel the
limit order as instructed but may not accept the MOC replacement order. Entering firms and brokers whose
limit orders are cancelled but not replaced as MOCs under these circumstances will lose standing at the limit
price, although they may subsequently enter a new limit order.

Q4. Will SuperDOT block MOC order entry and cancellations after the cutoff time?

A4. No, MOC orders and cancellations will not be blocked in SuperDOT after the cutoff time in order to allow
for the entry of MOC orders to offset published imbalances and to permit correction of errors related to MOC
orders.

Q5. Is the specialist required to publish any MOC imbalance existing at the cutoff time?

A5. For pilot stocks on expiration related trade dates, the specialist must publish any MOC imbalance of
50,000 or more shares or a no imbalance status as close to 3:40 p.m. as practicable.

On regular trade days in all stocks and in non-pilot stocks on expiration days, the specialist after conferring
with a Floor Official may determine to publish any MOC imbalance of 50,000 or more shares as close to the
cutoff time as is practicable.

Q6. Can a specialist accept MOC orders to offset an MOC imbalance that had not been required to be
published?

A6. No, offsetting MOC orders may only be accepted after the cutoff time in a stock that published an MOC
imbalance.

Q7. How are “limit or MOC” orders handled by specialists? How are “working” orders with
instructions to complete MOC handled by brokers?

A7. Specialists and Floor brokers may not accept “limit or MOC” orders after the cut-off time. “Limit or MOC”
orders entered with the specialist before that time will be considered to be irrevocable MOC orders on the
unexecuted portion as of the cut-off time, unless cancelled with the specialist prior to that time.

When a broker represents a “working” order with instructions to complete MOC, by the cut-off time the broker
must either enter an MOC order with the specialist or communicate his or her irrevocable interest to the
specialist with respect to any portion to be executed on an MOC basis. What portion the broker enters/
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commits would be based upon the market characteristics of the stock and his or her reasonable expectation
of execution given market conditions in the stock from the cutoff time to the close.

Q8. Are there any limitations on specialist dealings as relates to the MOC policy implemented on June
5, 1995?

A8. If, while in possession of “market-at-the-close” orders indicating a closing disparity between supply
and demand, a specialist initiates a principal transaction on the same side of the market as the closing
order imbalance, such member may be in violation of just and equitable principles of trade. Any dealer
transaction(s) should be justifiable whether it is to establish or increase or liquidate a position and should be
reasonably necessary to render the specialist's position adequate to the needs or anticipated needs of the
market.

Q9. On expiration days, can orders related to expiring index arbitrage be entered after 3:40 p.m. to
offset a published imbalance?

A9. No.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  The term "expiration days" refers to both (1) the trading day, usually the third Friday of the month,
when some stock index options, stock index futures and options on stock index futures expire or settle
concurrently and (2) the trading day on which end of calendar quarter index options expire ("QIX
options").

2  The pilot stocks consist of the 50 most highly capitalized Standard & Poors ("S&P") 500 stocks, any
component stocks of the Major Market Index ("MMI") not included therein, and the 10 highest weighted
S&P Midcap 400 stocks.
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May 8, 1995

  

Market Surveillance

 TO: All Members and Member Organizations

SUBJECT: Amendment of Rule 127 (Block Positioning)

The Securities and Exchange Commission has approved amendments to Rule 127 regarding procedures for
member handling of block crosses outside the prevailing quotation. These amendments simplify the language
of the Rule and eliminate provisions no longer required in light of current trading practices.

1. Operation of Rule 127

Rule 127 requires a member seeking to cross block orders outside the prevailing quotation to inform the
specialist of his or her intention to execute the transaction at a pre-determined, specific price (the “clean
up” price). The member must determine the extent of the interest the specialist has in participating in the
transaction. There should not be any intervening trades by the member between the time he or she informs
the specialist and the trade or trades to clean-up the block. A member may, however, trade with the current
bid or offer if the clean-up price for the block is one-eighth of a point away from the current quotation and both
sides of the cross are agency orders.

2. Agency Blocks

Where the member seeking to execute the block is holding only agency orders on both sides of the trade, the
following applies. If the member representing the block determines that the amount of stock that would be lost
by filling public orders at the clean-up price is not excessive, he or she would fill all public orders limited to the
clean-up price or better and meet the reasonable needs of the specialist, as discussed below. The member
then would cross the remaining shares, pursuant to procedures stated in Rule 76, at the clean-up price.

If the member determines that the amount of stock needed to trade with other public limit orders would result
in an excessive stock loss to the block cross, the member may adjust the clean-up price or may elect to
announce the original clean-up price again and inform the Crowd that it will not be given stock at the clean-up
price. After the announcement, the member makes a bid and offer for the full amount of the block as provided
in Rule 76. After filing any market interest willing to provide price improvement, the member crosses the block
orders for the remaining shares at the clean-up price. In this situation, the member representing the block is
not required to fill at the clean-up price public orders limited to the clean-up price or better, and the block is
entitled to priority at the clean-up price.

3. Member Organization Positioning

In situations where the member organization handling the block will participate in whole or in part on one side
of the block, the following applies. The member may determine to fill at the clean-up price, the public orders
of other members limited to the clean-up price or better and the reasonable needs of the specialist. When
this is not the case, the member should proceed with the cross in accordance with the procedures in Rule 76,
subject to the following.

If all or any portion of the block will have the effect of establishing or increasing the member organization's
position, the member representing block orders must fill at the clean-up price the public orders limited to the
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clean-up price or better before any amount may be retained for the member organization's account. However,
if the member organization is covering a short position or liquidating a long position, it is not required to fill at
the clean-up price orders limited to the clean-up price or better.

4. Aftermarket Considerations

Members should consult with the specialist when looking to complete a block cross under Rule 127. This
will enable the member organization to be prepared to fill the specialist's needs as he or she indicates. If
a consultation does not take place, the member organization should make an estimate of the specialist's
probable needs and reserve an amount to fill these needs. If there is a disagreement between the specialist
and the member representing the block orders as to the extent of the specialist's needs, they should consult
with a Floor Official. It may be appropriate for a specialist to trade with the offer side of the cross to ensure
that a reasonable aftermarket can be maintained. In accordance with Rule 92, specialists may not retain any
stock for his or her own account obtained in such a transaction, where the specialist holds executable, but
unfilled, orders at the same price.

5. Recordkeeping Requirements

A provision has been added to Rule 127 to require documentation on the Floor when an agency block cross
outside the prevailing quotation is effected and the specialist's book does not participate. This may be done
after the trade has been completed. The Exchange expects these procedures to include notification of a
Floor Official. In addition, Rule 72(b) has been amended to include the same documentation requirements for
agency crosses under that rule as those for block crosses under Rule 127.

6. Prohibited Activities

Member and member organizations are reminded that the procedures in Rule 127 are to be utilized whenever
a block cross that is priced outside the current market is proposed to be executed. Members with knowledge
of a proposed block cross may not trade with the exposed bid or offer, except as previously noted, in an
attempt to maneuver the quote to a position which would cover the price of the proposed block. Specialists
must not widen the quote to cover the proposed cross except in attempting to attract contra interest if a
significant price change is anticipated. Even then, the cross should be printed to reflect that it was executed
under Rule 127.

7. Printing

All Rule 127 trades must be reported as such even when they are executed at a price 1/8 outside the current
market.

Amended Rules 127 and 72(b) are attached. Questions regarding the subject matter discussed herein may
be addressed to Arnold Kotler at (212) 656-6543 or John Gregoretti at (212) 656-6791.

Robert J. McSweeney

Senior Vice President

A. Exhibit A

Examples

I. I. Agency Cross Transactions (Public Bids Not Satisfied at Cross Price)

A. A. Cross 1/8 Point Outside Quote

Market: 20 1/8 - 20 1/4, 100×100

Cross: 50,000 shares at 20
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Sequence: - Cross announced at 20

- Crowd told public bids at 20 will not be satisfied at cross price

- Crossing broker may hit 20 1/8 bid

- Crossing broker bids 20, offers at 20 1/8

- Crowd and specialist can trade with 20 1/8 offer

- Balance of cross completed “clean” at 20

B. B. Cross More Than 1/8 Point Outside Quote

Market: 20 1/8 - 20 1/4, 100×100

Cross: 100,000 shares at 19 7/8

Sequence: - Cross announced at 19 7/8

- Crowd told public bids limited to 19 7/8 or better will not be satisfied at cross price

- Crossing broker bids 19 7/8, offers at 20

- Crowd and specialist can trade with 20 offer

- Balance of cross completed “clean” at 19 7/8

II. II. Block Positioning Firm Establishing or Increasing a Position

1 Firm must fill at clean-up price public orders limited to clean-up price or better before firm may retain stock
for proprietary account.

Market: 20 1/8 - 20 1/4, 100×100

Cross: 100,000 shares at 19 7/8

- Firm positioning 20,000 shares

Sequence: - Cross announced at 19 7/8

- Crowd told firm will be positioning stock, but that not all bids limited to 19 7/8 or better may be satisfied at
cross price (for example, if there were more than 20,000 shares being bid for)

- Crossing broker bids 19 7/8, offers at 20

- Crowd and specialist can trade with 20 offer

- If all stock that firm would otherwise position (20,000 shares) is traded with at 20, balance of cross is
completed “clean” at 19 7/8

- If stock remains to be positioned after Crowd trades at 20, (for example, 15,000 shares) Crowd and book
split, or match, for that amount (15,000 shares) to be positioned at 19 7/8. Balance of cross is completed
“clean” at 19 7/8

III. III. Block Positioning Firm Liquidating a Position

1 Firm not required to give-up amount positioned to public orders limited to clean-up price or better

Market: 20 1/8 - 20 1/4, 100×100

Cross: 100,000 at 19 7/8

- Firm buying 20,000 shares to cover short position

Sequence: - Cross announced at 19 7/8

- Crowd told bids limited to 19 7/8 or better will not be satisfied at cross price
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- Crossing broker bids 19 7/8, offers at 20

- Crowd and specialist can trade with 20 offer

- Balance of cross completed “clean” at 19 7/8

B. Exhibit B

Rule 127. Block Positioning

(a) A member organization that receives an order or orders for the purchase or sale of a block of stock,
which may not readily be absorbed by the market, should explore in depth the market on the Floor. Unless
professional judgment dictates otherwise, this should include checking the specialist to ascertain the extent of
the specialist's interest in participating at an indicated price or prices. The specialist should maintain the same
depth and normal variations between sales as he or she would had he or she not learned of the block.

(b) A member who has a block of stock which he or she intends to cross at a specific clean-up price outside
the current quotation should, when ready to effect the cross, proceed in the manner described below.

The member should inform the specialist of his or her intention to cross a block at a specific price. There
should not be any intervening trades by the member representing the block order between the time the
member informs the specialist of his or her intention and the trade or trades to clean-up the block. There is
one exception to this requirement. The member may trade with the exposed bid or offer if the clean-up price
is one-eighth of a point outside the current quotation and the member is holding only agency orders on both
sides of the market.

(c) Agency Blocks. This paragraph shall apply to block transactions where the member is holding only
agency orders on both sides of the market.

(1) Not excessive stock loss. If the member representing the block orders determines that the member
organization will not lose more stock than expected or than is reasonable under the circumstances, he or she
should announce the clean-up price to other members in the Crowd and fill at such price the public orders of
other members limited to the clean-up price or better and the reasonable needs of the specialist as discussed
in paragraph (e).

(2) Excessive stock loss. If the member representing the block orders determines that the amount of
stock that would be lost is excessive, he or she may either adjust the clean-up price or may announce the
clean-up price to other members in the Crowd again and inform them that they will not be given stock at the
clean-up price. After such an announcement, the member representing the block orders should follow the
crossing procedures of Rule 76 and make a bid and offer for the full amount. A reasonable time should elapse
before the cross is completed so that other members in the Crowd, including the specialist, may have an
opportunity to execute superior priced bids or offers to provide price improvement. Thereafter, the member
representing the block orders may cross the orders for the remaining shares at the clean-up price. The
member representing the block orders is not required to fill at the clean-up price orders limited to the clean-up
price or better. The block shall be entitled to priority at the proposed clean-up price.

(d) Member Organization Positioning. This paragraph shall apply to block transactions in which all or a part
of one side of the block is for a member or member organization's own account. The member may determine
to fill at the clean-up price the public orders of other members limited to the clean-up price or better and
the reasonable needs of the specialist as discussed in paragraph (e). Where this will not be the case, the
member should proceed to cross the block in accordance with Rule 76 to provide the opportunity for price
improvement, subject to the following.

(1) Establishing or increasing a position. If all or any portion of the block will establish or increase the
member organization's position, the member representing the block orders must fill at the clean-up price
public orders limited to the clean-up price or better before any amount may be retained for the member
organization's account.
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(2) Liquidating position. A member organization which is covering a short position or liquidating a long
position is not required to fill at the clean-up price orders limited to the clean-up price or better.

(e) Reasonable Needs of the Specialist

(1) After exploring the market and consulting with the specialist, the member organization should be prepared
to fill the needs of the specialist in accordance with that conversation. The specialist cannot increase the
amount which he or she initially indicated unless the member organization agrees or the market has changed
substantially.

(2) If the member organization does not consult with the specialist, the member organization should make a
professional estimate of the probable needs of the specialist and reserve an appropriate amount to fill such
needs.

(3) If the specialist and the member representing the block orders disagree as to the extent of the needs
of the specialist, they should consult with a Floor Official. As appropriate, it may be necessary for the
specialist to trade with the offer side of the cross to ensure that his or her reasonable needs in maintaining
an aftermarket are satisfied. As provided in Rule 92, the specialist may not retain any stock for his or her own
account obtained at a price at which he or she holds executable, but unfilled, orders.

… Supplementary Material:

10. .10 Definition of a Block. - For the purposes of this Rule, a block shall be at least 10,000 shares or a
quantity of stock having a market value of $200,000 or more, whichever is less, which is acquired by a
member organization on its own behalf and/or for others from one or more buyers or sellers in a single
transaction.

20. .20 If a member represents only agency orders on both sides and does not fill public orders limited to the
clean-up price or better at the clean-up price, as in (c)(2) above, the member shall, as soon as practicable
after the trade is completed, complete such documentation of the trade as the Exchange may from time to
time require.

Adopted.

June 15, 1972.

Amendments.

February 10, 1976; effective March 3, 1976.

C. Exhibit C

Additions Underscored

Deletions [bracketed]

72. Rule 72 Priority and Precedence of Bids and Offers

* * * * *

(b) A transaction effected at the cross price in reliance on this paragraph shall be printed [as “stopped stock”]
with such designations as the Exchange may from time to time specify. When a member effects a transaction
under the provisions of this paragraph, the member shall, as soon as practicable after the trade is completed,
complete such documentation of the trade as the Exchange may from time to time require.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
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Market Surveillance

 TO: All Members and Member Organizations/Chief Operating Officers

SUBJECT: Market-at-the-Close (“MOC”) Order Entry Requirements

In order to minimize excess market volatility that may be associated with large-size MOC orders that are
entered near the close, and to allow sufficient time to attempt to offset large imbalances of MOC orders, the
Exchange is imposing a deadline of 3:50 p.m. for the entry of all MOC orders in all stocks on trading days

other than expiration days 1   and a 3:40 p.m. cut-off time for entry of all such orders on expiration days,
except for those to offset imbalance publications. Brokers in the Crowd are required to communicate the
extent of MOC orders in their possession to the appropriate specialists by these times. MOC orders are
irrevocable, except to correct an error, after these specified times. These requirements are effective as of
Monday, May 15.

Order imbalances of 50,000 shares or more on non-expiration days shall be published as soon as practicable

after 3:50 p.m. Imbalance publications of 50,000 shares or more will be made in the so-called “pilot” stocks, 2 
in stocks being added to or dropped from an index, and in any other stock with the approval of Floor Official.

On expiration days, if an MOC index arbitrage order to buy (sell) to establish or increase a position is entered,
and Rule 80A subsequently goes into effect because of significant upward (downward) market movement, the
MOC order must be cancelled, regardless of the time Rule 80A goes into effect. If Rule 80A goes into effect
prior to 3:40 p.m., the MOC order may be reentered with the instruction “buy minus” (“sell plus”). If Rule 80A
goes into effect after 3:40 p.m., and there is a published imbalance in the subject stock, the MOC order may
be reentered, with the instruction “buy minus” (“sell plus”), to offset the imbalance.

On non-expiration days, if an MOC index arbitrage order to buy (sell) is entered, and Rule 80A subsequently
goes into effect because of significant upward (downward) market movement, the MOC order must be
cancelled, regardless of the time Rule 80A goes into effect. If Rule 80A goes into effect prior to 3:50 p.m., the
MOC order may be reentered with the instruction “buy minus” (“sell plus”). If Rule 80A goes into effect after
3:50 p.m., and there is a published imbalance in the subject stock, the MOC order may be reentered, with the
instruction “buy minus” (“sell plus”), to offset the imbalance.

Questions concerning any matters discussed in this Information Memo may be addressed to Robert Ambrosio
(212) 656-5597 or Carol Krusik at (212) 656-4597.

Robert J. McSweeney

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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1  The term "expiration days" refers to both (1) the trading day, usually the third Friday of the month,
when some stock index options, stock index futures and options on stock index futures expire or settle
concurrently and (2) the trading day on which end of calendar quarter index options expire ("QIX
options").

2  The pilot stocks consist of the 50 most highly capitalized Standard & Poors ("S&P") 500 stocks, any
component stocks of the Major Market Index ("MMI") not included therein, and the 10 highest weighted
S&P Midcap 400 stocks.
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April 25, 1995

  

Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF OPERATIONS OFFICERS/PARTNERS

SUBJECT: AMENDMENTS TO EXCHANGE RULES TO ACCOMMODATE THREE-DAY SETTLEMENT
FOR SECURITIES TRANSACTIONS

1. Background

In October, 1993 the Securities and Exchange Commission (“SEC”) adopted Rule 15c6-1 under the
Securities Exchange Act of 1934 which will become effective June 7, 1995. The new rule establishes a three-
day settlement standard, i.e., settlement on the third business day after trade date - “T+3” for most securities
transactions.

In order to provide for compliance with Rule 15c6-1 by members and member organizations and allow for
the implementation of “T+3”, the Exchange has amended certain rules (attached Exhibit A). By Release No.
34-35506, dated March 17, 1995, the SEC approved these rule amendments which will become effective
June 7, 1995.

2. Rule Amendments

A brief description of the rule changes follows:

64. Rule 64 - “Bonds, Rights and 100-Share-Unit Stocks”

Rule 64(a)(3) defines “regular way” dealings as those requiring delivery on the fifth business day following the
day of the contract. “Fifth” day will be changed to “third” day. Similarly, language in connection with rights in
paragraph (a)(5) will be changed from “fourth and fifth business days” to “second and third” business days.
Rule 64(c) will also be changed to reflect “three business days” instead of five.

65. Rule 65 - “Less Than 100-Share-Unit Stocks”

Rule 65(b) will require that an odd lot of stock sold by an odd lot dealer for its own account shall be delivered
on the “third business day” following the day of the transaction.

85. Rule 85 - “Cabinet Securities”

Rule 85(d)(3) will require that with respect to ten-share unit stocks dealt in by use of cabinets, an odd lost
sold by a dealer for its own account shall be delivered on the “third business day” following the day of the
transaction.

123A. Rule 123A - “Miscellaneous Requirements”

Rule 123A.32 states that the liability of a specialist shall not extend beyond the closing price on the third
business day where it is deemed that the specialist did not send out a report. The word “third” will be deleted
and the language “following the day of the transaction” will be added after reference to “the business day” in
the last paragraph.
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123B. Rule 123B - “Exchange Automated Order Routing Systems”

Rule 123B(b)(2)(A) and (B) include provisions relating to trade error reports. The amendments shorten the
time frame for correcting execution reports.

128. Rule 128 - “Publications of Changes, Corrections, Cancellations or Omissions and Verification of
Transactions”

Rule 128B.10, .11 and .12 apply to tape corrections and other errors and the references to “seven calendar
days” will be changed to “three business days.”

235. Rule 235 - “Ex-Dividend, Ex-Rights”

Rule 235 states that transactions in stocks shall be ex-dividend or ex-rights on the fourth business day
preceding the record date. This will be changed to the second business day. With regard to a record date on
other than a business day, the fifth preceding business day is changed to the third.

236. Rule 236 - “Ex-Warrants”

Rule 236 prescribes when ex-warrant trading will begin. The ex-warrant period is changed from the fourth
business day preceding date of expiration of warrants to the second business day. When warrant expiration
occurs on other than a business day, the ex-warrant period will be changed from the fifth business day
preceding expiration date to the third business day.

257. Rule 257 - “Deliveries After ‘Ex’ Date”

Rule 257 provides for the delivery of dividends or rights after the “ex” date. Five days after record date for
seller to deliver dividend or rights is changed to three days. Also, the requirement that within five days after
the record date buyer must deliver due-bills or due bill checks is changed to three days.

387. Rule 387 - “COD Orders”

Rule 387(a)(4) requires a customer to deliver instructions with respect to receipt and delivery of securities
to its agent within certain time periods. Such time periods will be changed to coincide with those set for the
institutional delivery system.

3. Implementation

The Exchange's implementation of these rule changes will be consistent with the “T+3” Conversion Schedule
which the National Securities Clearing Corporation has adopted for industry use. The schedule is as follows:

                

“T - 3” Conversion Schedule - June 1995

   Trade Date         Settlement Date   Settlement Date

   June 1 Thursday    5 Day             June 8, Thursday

   June 2 Friday      5 Day             \1/June 9, Friday
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   June 5 Monday      4 Day             \1/June 9, Friday

   June 6 Tuesday     4 Day             \2/June 12, Monday

   June 7 Wednesday   3 Day             \2/June 12, Monday

   June 8 Thursday    3 Day             June 13, Tuesday

\1/June 9, 1995 Double Day #1

\2/June 12, 1995 Double Day #2

The proposed rule changes become effective June 7, 1995, the same date as SEA Rule 15c6-1.

Questions relating to Rules 64, 65, 85, 123A, 123B and 128 may be directed to Donald Siemer at (212)
656-6940. Questions concerning Rules 235, 236 and 257 may be directed to Gary Tuttle at (212) 656-5025.
Questions pertaining to Rule 387 may be directed to Raymond J. Hennessy at (212) 656-8338.

Salvatore Pallante

Senior Vice President

A. Exhibit A

Additions Underscored

Deletions [bracketed]

64. Rule 64 Bonds, Rights and 100-Share Unit Stocks

(a) Bids and offers in securities admitted to dealings on an “issued” basis, except as provided in Rule 66, shall
be made only as follows, and may be made simultaneously as essentially different propositions, but when
made without stated conditions shall be considered to be “regular way”:

(1) “Cash,” i.e., for delivery on the day of the contract;

(2) “next day,” i.e., for delivery on the first business day following the day of the contract;

(3) “regular way,” i.e., for delivery on the third [fifth] business day following the day of the contract;

(4) “seller's options,” i.e., for delivery within the time specified in the option, which time shall be not less than
two business days nor more than 180 days following the day of the contract; except that the Exchange may
provide otherwise in specific issues of securities or classes of securities;

(5) and for any such additional settlement periods as the Exchange may from time to time determine;

and, except that on the second[,] and third [, fourth and fifth] business days preceding the final day for
subscription, bids and offers in rights to subscribe shall be made only “next day,” i.e., for delivery on the next
business day following the day of the contract; and shall be made only for “cash” on the day preceding the
final day for subscription.
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(b) All trades effected for other than “regular way” settlement must be approved by a Floor Official, except
during the last calendar week of the year, at which time Floor Official approval is required only for sales more
than 1/4 point away from the “regular way” bid or offer. In considering whether or not to grant such approval,
the Floor Official should take into consideration whether the price of the transaction is reasonable in relation
to the “regular way” market.

(c) All “seller's option” trades, for delivery between two and 180 business days, should be reported to the
tape only in calendar days. For example, a trade settling in six business days would print as a “seller's 8”
unless there is an intervening holiday (in which case it would print as a “seller's 9”). Weekends and holidays
are counted and the trade date is not included when calculating the print for “seller's option” trades. The
settlement date of a “seller's option” transaction printed as calendar days cannot coincide with the normal
three [five] business day “regular way” settlement.

65. Rule 65 Less Than 100-Share-Unit Stocks

(a) Stocks having a unit of trading of less than 100 shares, not assigned by the Exchange for dealings by the
use of cabinets as provided in Rule 85 [2085], shall be dealt in as provided in Rule 64 [2064].

(b) Anything contained in the Rules to the contrary notwithstanding, the following rule shall apply to deliveries
of less than 100-share-unit stocks dealt in pursuant to this rule:

Unless otherwise directed by the Exchange, an odd lot of stock sold by an odd-lot dealer for his own account
shall be delivered on the [fourteenth day following the day of the contract, and may be delivered on any
business day prior thereto, except that delivery shall not be made before the fifth] third business day following
the day of the transaction, unless otherwise agreed.

85. Rule 85 Cabinet Securities

(a) through (c) no change.

Ten share-unit stocks

(d) In addition to other applicable rules, the following rules shall apply to ten-share-unit stocks dealt in by the
use of cabinets:

(1) and (2) no change.

(3) Unless otherwise directed by the Exchange, an odd lot of stock sold by an odd-lot dealer for his own
account shall be delivered on the [fourteenth day following the day of the contract, and may be delivered
on any business day prior thereto except that delivery shall not be made before the fifth] third business day
following the day of the transaction, unless otherwise agreed.

* * * *

123A. Rule 123A. Miscellaneous Requirements

* * * *

… Supplementary Material:

Specialists' Responsibility for Orders and Reports

.31 No change.

32. .32 No change to first two paragraphs.

No specialist clerk may send a duplicate covering the execution of an order by a specialist after the opening
of the day following the trade unless specifically approved by the specialist in each case. Before a duplicate
report is sent, the specialist must have personally verified that a commission stub had originally been filled
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out for the trade in question. If such a stub had not been filled out, it shall be deemed that a report was not
origin ally sent out. In such case the specialist should consult with the member or member organization that
entered the order. If there is a loss involved in the failure of the member or member organization to receive
a report, the specialist must assume one-half of such loss even though the member that entered the order
did not request a report. In no case where it is deemed that a specialist did not send out a report shall the
liability of the specialist extend beyond the closing price on the [third] business day[.] following the day of the
transaction.

123B. Rule 123B Exchange Automated Order Routing Systems

(a) No change.

(b)

(1) No change.

(2) Half-Point Error Guarantee

(A) Rule 411 provides that the price at which an order is executed shall be binding notwithstanding the
fact that an erroneous report in respect thereto may have been rendered. As between brokers, when a
purchase or sale has been reported in error, and a transaction has appeared on the tape at the price of the
erroneous report and in a quantity equal to or exceeding the amount reported, the broker who made the error
must render a corrected report not later than [one hour after the opening of business] noon on the [second]
business day following the day of the transaction. If not so corrected, the broker who made the error will be
responsible for any resulting loss.

(B) The provisions in paragraph (A) shall not apply to orders received by the specialist through the
Designated Order Turnaround System (DOT) and to limit orders of a size as the Exchange shall from time
to time determine received by the specialist through the Limit Order (LMT) System. As to such DOT orders
and LMT orders, erroneous execution reports sent by the specialist via the System shall be binding except
that (i) if the erroneous report is at a price which is more than one-half point away from the execution price,
then the price of the execution shall be binding, and (ii) if the DOT or LMT subscribing member organization
requests a correction from the specialist prior to the opening on the [third] second business day following the
day of the transaction, the specialist shall correct the execution report to the price of the execution and that
price shall be binding. If the erroneous execution report sent by the specialist is at a price which is more than
one-half point away from the execution price and if a transaction has appeared on the tape at the price of the
erroneous report and in a quantity equal to or exceeding the amount reported, the specialist must render a
corrected report no later than [one hour after the opening of business] noon on the [second] business day
following the day of the transaction. If not so corrected, the specialist will be responsible for any resulting
loss. However, as to LMT orders, erroneous execution reports sent by the specialist shall also not be binding
where the subject security did not trade at or below (or above, as the case may be) the limit price specified on
the order on that trading day.

* * * *

128B. Rule 128B Publication of Changes, Corrections, Cancellations or Omissions and
Verification of Transactions

… Supplementary Material:

10. .10 Publication on the tape or in the “sales sheet”. - Publication of a change or a correction in a
transaction which previously appeared on the tape, or publication of the cancellation of a transaction which
previously appeared on the tape and which was properly rescinded, or publication of a transaction omitted
from the tape may be made on the tape on the day of the transaction provided both buying and selling
members agree to the change in the transaction(s) and approval is received from a Floor Official. In the event
such publications are not made on the tape on the day of the transaction, they may be published on the tape
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at least ten minutes prior to the opening of business on the following business day or in the “sales sheet” 1
within [seven calendar] three business days of the date of the transaction with the approval of both the buying
and selling members and a Floor Official, provided the price of the transaction does not affect the high, low,
opening or closing price of the security on the day of the transaction.

12. .12 Mechanical, system and clerical errors. - Erroneous publications made on the tape due to mechanical
or system troubles or to clerical errors may be corrected on the tape on the day of the transaction, or on the
tape by at least ten minutes prior to the opening of business on the following business day, or in the “sales

sheet” 1   within [seven calendar] three business days of the date of the transaction under the direction of an
authorized New York Stock Exchange employee.

13. .13 Other errors. - A correction in the amount of a transaction reported erroneously to a reporter by a
party to the transaction, may be published on the tape on the day of the transaction, or on the tape at least

ten minutes prior to the opening of business on the following business day, or on the “sales sheet” 1   within
[seven calendar] three business days of the date of the transaction with the approval of a Floor Official.

* * * *

235. Rule 235. Ex-Dividend, Ex-Rights

Transactions in stocks (except those made for “cash”) shall be ex-dividend or ex-rights on the [fourth] second
business day preceding the record date fixed by the corporation or the date of the closing of transfer books.
Should such record date or such closing of transfer books occur upon a day other than a business day, this
Rule shall apply for the [fifth] third preceding business day.

Transactions in stocks made for “cash” shall be ex-dividend or ex-rights on the business day following said
record date or date of closing of transfer books.

The Exchange may, however, in any specific case, direct otherwise.

(See Rule 118 [2118] as to types of orders which shall or shall not be reduced and 2118.10-.30 regarding
reduction of orders, odd amounts, optional amounts and responsibility.)

236. Rule 236. Ex-Warrants

Transactions in securities which have subscription warrants attached (except those made for “cash”) shall be
ex-warrants on the [fourth] second business day preceding the date of expiration of the warrants, except that
when the date of expiration occurs on a day other than a business day, said transactions shall be ex-warrants
on the [fifth] third business day preceding said date of expiration.

Transactions in securities made for “cash” shall be ex-warrants on the business day following the date of
expiration of the warrants.

The Exchange may, however, in any specific case, direct otherwise.

257. Rule 257. Deliveries After “Ex” Date

When a security is sold before it is ex-dividend or ex-rights, or is sold thereafter to and including the record
date for “cash”, and delivery is made too late to enable the buyer to obtain transfer in time to become a holder
of record to receive the distribution to be made with respect to such security, the seller shall pay or deliver the
distribution to the buyer in the following manner, unless otherwise directed by the Exchange.

(1) In the case of stock dividends or rights to subscribe, the seller shall deliver to the buyer, within [five] three
days after the record date, either the dividend or rights, or a due-bill for such dividend or rights.

(2) In the case of cash dividends, the seller shall deliver to the buyer, within [five] three days after the record
date, a due-bill-check for the amount of the dividend.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

458

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE235/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE236/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE257/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


The same principle shall apply to the return of loans of securities after the record date.

387. Rule 387. COD Orders

(a) No member organization shall accept an order from a customer pursuant to an arrangement whereby
payment for securities purchased or delivery of securities sold is to be made to or by an agent of the
customer unless all of the following procedures are followed:

(1) through (3) No change.

(4) The member organization has obtained an agreement from the customer that the customer will furnish his
agent instructions with respect to the receipt or delivery of the securities involved in the transaction promptly
upon receipt by the customer of each confirmation, or the relevant data as to each execution, relating to such
order (even though such execution represents the purchase or sale of only a part of the order), and that in
any event the customer will assure that such instructions are delivered to his agent no later than:

(i) in the case of a purchase by the customer where the agent is to receive the securities against payment
(COD), the close of business on the [fourth] second business day after the date of execution of the trade as to
which the particular confirmation relates; or

(ii) in the case of a sale by the customer where the agent is to deliver the securities against payment (POD),
the close of business on the [third] first business day after the date of execution of the trade as to which the
particular confirmation relates.

(5) No change

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Reference herein to the "sales sheet" is to the list of transactions published by the New York Stock
Exchange or its authorized agents.

1  Reference herein to the "sales sheet" is to the list of transactions published by the New York Stock
Exchange or its authorized agents.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

459

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE387/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 95-16

Click to open document in a browser

April 17, 1995

  

Member Firm Regulation

PLEASE ROUTE TO COMPLIANCE AND LEGAL DEPARTMENTS

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: MANAGING PARTNERS/CHIEF EXECUTIVE OFFICES/LEGAL COUNSEL

SUBJECT: CUSTOMER (ARBITRATION) AGREEMENTS

New York Stock Exchange Information Memos 89-27 and 90-46 announced the SEC's approval of a
series of amendments to the Exchange's arbitration rules (600-637). These amendments were intended
to enhance arbitration procedures and to “increase the public's understanding and confidence in the
arbitration process.” In furtherance of these goals, the arbitration rules impose specific disclosure and other
requirements regarding predispute arbitration clauses in customer agreements. With respect to certain of
these requirements, it has come to the attention of the Exchange that customer agreements used by some
member organizations contain provisions which are inconsistent with NYSE arbitration rules.

The following represent examples of various customer agreement provisions that are inconsistent with our
rules:

1. Claims and Awards

Rule 636(d) - states that “No agreement shall include any condition which limits or contradicts the rules
of any self-regulatory organization or limits the ability of a party to file any claim in arbitration or limits the
ability of arbitrators to make any award.” Accordingly, agreements which attempt to limit the ability of a
customer to file a claim, dictate components of an award, or limit the authority of the arbitrators to make an

award, including an award of punitive damages, 1   (unless punitive damages are limited or prohibited in
the appropriate judicial forum) are deemed inconsistent with this rule - whether accomplished by specific
language or indirectly through the use of a choice-of-law provision.

2. Hearing Location

Rule 613 - states, in part, that “The time and place for the initial hearing shall be determined by the Director of
Arbitration and each hearing thereafter by the arbitrators.” Customer agreements which attempt to dictate that
the arbitration hearing be held at a stated location are inconsistent with this rule. In its approval orders, the
SEC noted that customer agreements “may not be used to restrict the situs of an arbitration hearing contrary
to SRO rules.” (See Exch. Act Rels. No. 26805 and 28421.)

3. Arbitration Panel Composition

Rule 607(b) - states, in part, that “The individuals who shall serve on a particular arbitration panel shall be
determined by the Director of Arbitration.” Customer agreements which attempt to dictate the composition
of an arbitration panel are deemed to violate the provisions of this Rule. Thus, for example, an agreement
providing that at least one of the arbitrators must be currently employed full time by a member organization of
the Exchange, would be unacceptable.

4. Time Limitations
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Rule 603 - allows arbitration claims to be submitted unless six (6) years have elapsed from the occurrence
or event giving rise to the claim or controversy. Consequently, customer agreements may not be used to
abbreviate or narrow the timeframes within which arbitration may be sought. Thus, for example, a provision
stating that no arbitration proceeding with respect to the controversy may be commenced more than one year
after the action or omission upon which such controversy is based, would be disallowed by the Rule.

5. Other Areas of Concern

Rule 627(a) - provides, in part, that “awards m ay be entered as a judgment in any court of competent
jurisdiction.” Thus, compliance problems are raised by provisions which attempt to limit the courts before
whom awards may be confirmed. Thus, for example, a provision stating that confirmation, vacation or
modification of any award shall be brought in the Superior Court of a state or in the U.S. District Court for a
district of that state, would be incompatible with this Rule.

Furthermore, the use of choice-of-law or other clauses anywhere within a customer agreement for the
purpose of or having the effect of thwarting any Exchange arbitration rule will be deemed violative of such
rules.

Members and member organizations may not include or seek to enforce provisions in customer agreements
which can be construed as restricting or limiting the ability of customers to arbitrate or of arbitrators to issue
awards. Enforcing provisions which are inconsistent with NYSE arbitration rules will be deemed to constitute
violative activity and, if uncorrected, could subject the member or member organization to disciplinary
action. Moreover, these agreements should not contain provisions which, by their content or effect, mislead
customers.

Members and member organizations are to conduct their own internal review of each of their forms of
customer agreement and make such changes as may be necessary and appropriate to ensure that they
effectively comport with Exchange arbitration rules. Each member and member organization must, no later
than May 30, 1995, notify its coordinator of the steps taken to effect compliance with this Memorandum,
provide the Exchange with copies of pertinent modifications to its customer agreements and advise the
Exchange of the manner in which it will plan to communicate such modifications to its customers. Questions
in this regard should be directed to the organization's coordinator.

Salvatore Pallante

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  The recent Supreme Court decision, Mastrobuono v. Shearson Lehman Hutton, Inc., ____U.S.
____ (1995), affirms the ability of arbitrators to award punitive damages consistent with SRO rules,
notwithstanding New York law.
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April 13, 1995

  

Market Surveillance

 PLEASE NOTE THAT LIMIT-AT-THE-CLOSE (“LOC”) ORDERS WILL ONCE AGAIN BE PERMITTED
IN FIVE STOCKS ON A PILOT BASIS. LOC ORDERS MAY ONLY BE ENTERED AFTER 3:40 P.M. TO
OFFSET A PUBLISHED IMBALANCE AND CANNOT BE CANCELLED ON EXPIRATION DAYS.

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Revised Procedures for Handling Market-on-Close Orders on
April 21, 1995 (“Expiration Friday”)

As previously announced in Information Memo 94-12, the Securities Exchange Commission has approved
use of limit-at-the-close orders (LOC) in five pilot stocks: DD, MRK, PEP, T and WMT. The Rule has been in
effect on every trading day since April 15, 1994.

Detailed discussion is on Page 3 of this Information Memo.

•AUXILIARY OPENING PROCEDURES WILL BE IN EFFECT THIS MONTH AND EVERY MONTH FOR
SELECTED MIDCAP STOCKS AS WELL AS REGULAR PILOT STOCKS.

•NO MOC ORDERS RELATED TO A STRATEGY INCLUDING ANY STOCK INDEX FUTURES, STOCK
INDEX OPTIONS OR OPTIONS ON STOCK INDEX FUTURES IN EXPIRING CONTRACTS MAY BE
ENTERED AFTER 3:40 P.M. IN ANY STOCK. FLOOR BROKERS REPRESENTING SUCH ORDERS MUST
INDICATE THEIR MOC INTEREST TO THE SPECIALIST BY 3:40 P.M.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:40 P.M. IN ANY STOCK.

•AS SOON AS PRACTICABLE, AFTER 3:40 P.M., A SINGLE PUBLICATION OF MOC ORDER
IMBALANCES OF 50,000 SHARES OR MORE WILL BE PUBLISHED IN THE PILOT STOCKS.

•AFTER 3:40 P.M. IN THE PILOT STOCKS, MOC ORDERS MAY ONLY BE ENTERED TO OFFSET
PUBLISHED IMBALANCES.

DETAILED DISCUSSION IS PROVIDED ON THE FOLLOWING PAGES.

The April 21, 1995 expiration Friday Pilot stock lists are attached. Please note that only opening procedures
apply to the Midcap-related list.

1. OPENING PR OCEDURES

For each monthly expiration, several auxiliary procedures are necessary to integrate stock orders relating to
expiring contracts into NYSE's opening procedures in a manner that assures an efficient market opening in
each stock as close to 9:30 a.m. as possible. The auxiliary opening procedures applicable on April 21, 1995
are:

1. Order Entry

Stock orders relating to index contracts whose settlement pricing is based upon the April 21, 1995 opening
prices must be received by SuperDot or by the specialist by 9:00 a.m.
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- These orders may be cancelled or reduced in size. 1 

- Stock orders relating to index contracts whose settlement pricing is not based upon the April 21, 1995
opening prices may be entered after 9:00 a.m.

To facilitate early order entry, SuperDot (1) will begin accepting orders at 7:30 a.m. and (2) will accept market
orders of 30,099 shares or less.

“Limit-at-the-opening” (“limit OPG”) orders are permitted, including delivery through Exchange systems.

- Ordinary limit orders may also be entered.

2. Order Identification

Stock orders relating to opening-price settling contracts must be identified “OPG.”

- Firms entering these orders through SuperDot, but unable to identify orders as “OPG”, may use a unique
branch code or firm identifier (mnemonic) to identify these orders. The NYSE Market Surveillance Division (11
Wall Street, 10th Floor) must be advised of the branch code or identifier by April 24, 1995.

- Firms unable to identify these orders in either way, and firms not using SuperDot, must submit a list of all
these orders and related details to the NYSE Market Surveillance Division by April 24, 1995.

3. Dissemination of Order Imbalances

For any of the pilot stocks and for ten selected S&P MidCap 400 Index stocks (lists attached) having a market
order imbalance of 50,000 shares or more at 9:00 a.m., the NYSE will disseminate the size of the order
imbalance via the low-speed ticker and the news services as promptly as practicable after 9:00 a.m.

4. Dissemination of Indications

Except for the auxiliary procedures described above, all stocks, including the pilot stocks and selected
MidCap stocks, are subject to the regular NYSE opening procedures, including price indications where a
substantial price change is anticipated. Dissemination of an indication is mandatory for an opening which
will result in a price change constituting the lesser of 10% or three points from the prior NYSE close, or five
points if the previous close is $100 or higher, unless the price change is less than one point. Fifteen minutes
must elapse between a first indication and a stock's opening. However, when more than one indication is
necessary, a stock may open (1) five minutes after the last indication when it overlaps the prior indication
(e.g., 51 - 53 overlaps 50 - 52, but does not overlap 53 - 55) and (2) ten minutes after the last indication when
it does not overlap the prior indication, provided that 15 minutes must have elapsed from the dissemination of
the first indication.

2. PROCEDURES RELATING TO THE CLOSE

1. Limit-At-The-Close (“LOC”) Orders

The LOC pilot, which commenced on April 15, 1994. The new pilot is integrated with expiration Friday policy.

Current procedures require MOC imbalances of 50,000 shares or more in the pilot stocks to be published on
the tape as soon as practicable after 3:40 p.m. on expiration days, including expiration Fridays. LOC orders
may be entered only if imbalances have been published in DD, MRK, PEP, T, or WMT and must be entered
by 3:55 p.m. On expiration days, LOC orders are irrevocable once entered, except in the case of legitimate
error.

No LOC orders related to a strategy including any stock index futures, stock index options or options on stock
index futures in expiring contracts may be entered in any stock.

An LOC order is one that is entered for execution at the closing price provided that the closing price is at or
within the limit specified. LOC orders may be entered only to offset published imbalances of market-on-close
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(“MOC”) orders. They are prioritized on the specialist's book by time of entry and go behind all other orders
on the specialist's book at that price. LOC orders with prices that are better than the closing prices in the
subject security are guaranteed an execution, unless there is a trading halt in the security. LOC orders at the
closing price are executed in order of time priority with respect to other LOC orders, but are not guaranteed
an execution.

2. Market-On-Close Orders

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. Applicable MOC orders
are those relating to a strategy involving any stock index futures, stock index options, or options on stock
index futures, in all stocks. These procedures have been filed as a rule with the SEC.

The cut-off time is 3:40 p.m. for the entry of MOC orders that relate to a strategy including any expiring stock
index futures, stock index options or options on stock index futures. This requirement applies to all stocks
involving such a strategy, not just pilot stocks. Floor brokers representing such orders must indicate their
MOC interest to the specialist by 3:40 p.m. These closing procedures will be implemented with the April 21,
1995 expiration.

3. Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

4. Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:40 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will continue to be permitted after 3:40 p.m.

5. Special Procedures on Limitation of Entry of Orders and Publication of Imbalances in Pilot Stocks

You must, as stated above and required for all stocks, enter all MOC orders, in positions relating to a strategy
involving any expiring stock index futures, stock index options, or options on stock index futures, by 3:40 p.m.
eastern time. In addition, as described below, there are special limitations regarding the subsequent entry
of orders, and special procedures for publication of imbalances, that are applicable only to pilot stocks (see
attached lists). It should be noted that pursuant to the newly amended Rule 13, limit-at-the-close orders in the
LOC pilot stocks only may be entered for execution on the close, in addition to market-on-close orders.

As soon as possible after 3:40 p.m., the Exchange will publish on the tape any imbalance of MOC orders
of 50,000 shares or more that existed at 3:40 p.m. in those pilot stocks. This will be the only MOC order
imbalance publication. If a “No Imbalance” notice is published in a pilot stock, no MOC or LOC orders will
be permitted in that stock. While MOC orders previously entered may be cancelled or reduced in size until
3:40 p.m., once a publication of an imbalance in a pilot stock has been made, any MOC or LOC orders
subsequently entered in such pilot stock will be accepted only to trade on the opposite side of the market in
relation to such published imbalance. The liquidation of positions relating to a strategy involving any stock
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index futures, stock index options, or options on stock index futures using MOCorders entered after 3:40 p.m.
is not permitted, even if such orders might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC or LOC orders, the imbalance of MOC orders
published as of 3:40 p.m. may not reflect the imbalance that exists at the close.

The procedures stated in this section relate only to the pilot stocks. Regular procedures, including revised
procedures for all stocks that are stated on Pages One through Four, will apply to all other listed securities.

6. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance shall, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The specialist may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they shall be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

7. “G” Orders

Proprietary orders represented pursuant to Section 11(a) (1) (G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a) (1) (G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

80A. Rule 80A

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on the last trade date prior to each month's expiration.

8. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a) (2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.
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Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
Robert Ambrosio at (212) 656-5597.

Robert J. McSweeney

Senior Vice President

                                

Attachments

               

3. Expiration Friday Pilot Stocks - April 21, 1995

   ABT        ABBOTT LABORATORIES

   AXP        AMERICAN EXPRESS COMPANY

   AHP        AMERICAN HOME PRODUCTS CORPORATION

   AIG        AMERICAN INTERNATIONAL GROUP INC.

   T          AMERICAN TELEPHONE AND TELEGRAPH

   AIT        AMERITECH CORP.

   AN         AMOCO CORPORATION

   *BUD       ANNHEUSER BUSCH COMPANIES INC.

   ARC        ATLANTIC RICHFIELD COMPANY

   BAC        BANKAMERICA CORPORATION
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   BEL        BELL ATLANTIC CORPORATION

   BLS        BELLSOUTH CORPORATION

   BA         BOEING COMPANY

   BMY        BRISTOL MYERS SQUIBB COMPANY

   CHV        CHEVRON CORPORATION

   CCI        CITICORP

   KO         COCA-COLA COMPANY

   DOW        DOW CHEMICAL COMPANY

   DD         DU PONT COMPANY

   EK         EASTMAN KODAK COMPANY

   LLY        ELI LILLY AND COMPANY

   XON        EXXON CORPORATION

   FNM        FEDERAL NATIONAL MORTGAGE ASSOCIATION

   F          FORD MOTOR COMPANY

   GE         GENERAL ELECTRIC COMPANY

   GM         GENERAL MOTORS CORPORATION
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   G          GILLETTE COMPANY

   GTE        GTE CORPORATION

   HWP        HEWLETT-PACKARD COMPANY

   HD         HOME DEPOT INC.

   IBM        INTERNATIONAL BUSINESS MACHINES CORP.

   IP         INTERNATIONAL PAPER COMPANY

   JNJ        JOHNSON AND JOHNSON

   MCD        MCDONALDS CORPORATION

   MRK        MERCK AND COMPANY INC.

   MMM        MINNESOTA MINING AND MANUFACTURING

   MOB        MOBIL CORPORATION

   MOT        MOTOROLA INC.

   NYN        NYNEX CORPORATION

   PEP        PEPSICO INC.

   PFE        PFIZER INC.

   MO         PHILIP MORRIS COS. INC.
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   PG         PROCTER AND GAMBLE COMPANY

   RD         ROYAL DUTCH PETROLEUM COMPANY

   S          SEARS ROEBUCK COMPANY

   SBC        SOUTHWESTERN BELL CORPORATION

   TX         TEXACO INC.

   UN         UNILEVER N.V. ORD SHARES

   USW        U.S. WEST INC.

   WMT        WAL-MART STORES INC.

   DIS        WALT DISNEY COMPANY

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of April 7, 1995
and the 20 Major Market Index stocks. The indicated (*) stocks have been added to the list. SGP has been
deleted.

           

4. MidCap Index Expiration Friday Stocks - April 21, 1995

   AFL        AFLAC Inc.

   AOC        AON Corp.

   *CMA       Comerica Inc.

   CU         CUC International Inc.
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   EMC        EMC Corporation

   FBS        First Bank System Inc.

   FFM        First Financial Management Corp.

   *LSI       LSI Logic Corp.

   MS         Morgan Stanley Group Inc.

   ODP        Office Depot Inc.

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of April 7,
1995. The indicated (*) stocks have been added to the list. BK and GME have been deleted.

                                

5. Expiration Friday

             

Limit-at-the-Close (LOC) Pilot Stocks as of April 21, 1995

   T          American Telephone and Telegraph Co.

   DD         E.I. Dupont DeNemours & Co.

   MRK        Merck and Co., Inc.

   PEP        Pepsico, Inc.

   WMT        Wal-Mart Stores, Inc.

6. MEMORANDUM

Date: April 13, 1995
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To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) Orders and Limit-at-
the-Close (LOC) Orders

1. Openings

1Q. Can “limit at the opening” (“limit OPG”) orders be entered in the stocks that are not among the
stocks included in the pilot?

1A. Yes. “Limit OPG” orders are permitted in all stocks on expiration Friday. Those orders related to a
strategy in expiring contracts must be entered by 9:00 a.m.

2Q. When can specialists obtain an OARS status request?

2A. At any time after 7:30 a.m., in any stock. (Specialists should review OARS inquiry, freeze and opening
procedures to avoid problems.)

3Q. Must specialists wait until 9:27 a.m. to start the ITS pre-opening application?

3A. No. ITS Pre-Opening notifications may be issued beginning at 9:00 a.m.

4Q. Are “G” orders to sell short at the market handled differently at the opening than at the close on
expiration day?

4A. Yes, “G” short market orders are covered by two different procedures. At the opening they are handled
as they are on any other day. “G” short market orders must yield to all public limit orders at the lowest valid
short tick. At any higher price the “G” shorts need not yield. At the close, “G” market shorts must yield to all
limit orders at the sale price, even if that price is higher than the first valid short tick.

5Q. How should specialists and Floor Officials handle requests to “hold the opening” in the pilot
stocks?

5A. The Exchange has added auxiliary and early procedures with the express purpose of providing a prompt
opening in all stocks, not just the 50 pilot stocks. Brokers should be told to have their opening interest
represented by 9:30 a.m., and assuming adequate pricing information re: substantial disparity from the close,
all stocks should be opened as quickly after 9:30 as possible.

2. MOC Orders and LOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

2A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

   1. Example #1   200,000 buy MOC

                    50,000 sell MOC
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                    50,000 sell plus MOC

                    25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

   2. Example #2   100,000 sell MOC

                    50,000 buy MOC

                    25,000 buy minus MOC

                    25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000−B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

3Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4-1/2 - last sale 20 3/8

3A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the existing 20 1/2 sell limit orders have
priority over the MOC sell plus and sell short orders which in this case are treated like limit orders. On the
other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the MOC sell plus or sell short
orders are treated as marketable orders which go ahead of the 20 1/2 sell limit orders.

In the case of a MOC buy minus order, if the last sale was a “plus” or “zero plus” tick, all limit orders at 20
1/4 would have priority. If the last sale was a “minus” or “zero minus” tick, the MOC buy minus orders are
marketable and go ahead of the 20 1/4 limit orders.

4Q. Are MOC “short” at-the-close orders permitted?

4A. Firms may enter “short” MOC orders.

5Q. Should brokers in the Crowd give the specialist their orders prior to the final bell? How should
they be handled by the specialist?

5A. Yes. In the pilot stocks, any brokers in the Crowd handling orders relating to strategies should give their
orders to the specialist by 3:40 p.m., to allow the specialist to arrange a closing price. Such orders should be
handled like “love” orders on the opening.

6Q. Can MOC orders be entered in the pilot stocks if a “No Imbalance” notice is published at 3:40
p.m.?

6A. No MOC orders may be entered if a “No Imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.

7Q. Are limit-at-the-close (LOC) orders permitted?

7A. LOC orders may be entered only in the stocks specifically identified for participation in the LOC pilot.
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8Q. What is the priority sequence for execution of LOC orders?

8A. Marketable LOC orders are treated as market orders and must be executed. Such orders include better-
priced (i.e., orders with a limit price better than the closing price) LOC orders to buy and sell long (including
“G” orders) and better-priced LOC orders to sell short or sell plus, if the closing price would represent a
“double plus tick”.

LOC orders limited to the closing price and better-priced LOC orders to sell short and sell plus that could not
be executed at a price lower than the actual close are sequenced by time priority among themselves, but
behind all other orders at the closing price, and may be executed, depending on the size of the imbalance to
be offset.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.
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Market Surveillance

 TO: All Members and Member Organizations/Chief Operating Officers

SUBJECT: Amendments to Rules on Specialist Investment Accounts

The Securities and Exchange Commission has approved amendments to Rule 104.13 and Rule 98 relating to
investment transactions in specialty stocks.

Rule 104.13 requires that transactions effected in specialty stocks for the accounts of specified persons
affiliated with or related to a specialist must be for investment purposes and executed in accordance with
certain restrictions relating to the price at which transactions may take place, known as “tick” restrictions.
The accounts specified in the rule include accounts of employees or parties active in the business of the
specialist, the spouse or children residing in the same household as a specialist or person active in the
specialist business, and any approved person (individual or entity in a control relationship) of the specialist,
other than an approved person entitled to an exemption pursuant to Exchange Rule 98.

The Exchange amended Rule 104.13 to make it clear that the investment account transaction requirements
contained in the rule apply to transactions effected “for the benefit of” the parties specified in the rule, rather
than simply to transactions effected for the “account” of such parties. This would apply, for example, to
situations where transactions may not be effected directly for the “account” of one of the parties specified in
the rule, but may be effected for an account in which one of these specified parties has a beneficial interest.
The rule amendments also make it clear that specialists, and persons associated with specialists, may not
originate orders in specialty stocks for any accounts over which they exercise investment discretion.

The Exchange also amended Rule 104.13 to make it clear that the rule applies to transactions effected for the
benefit of trust accounts, including so-called “blind” trust accounts, of any person specified in the rule and to
provide that transactions in a broad-based fund, which may from time to time invest in a specialty stock in the
course of investing in numerous stocks, would not be subject to the rule.

The Guidelines to Rule 98 have been amended to reflect the changes made to Rule 104.13. Rule 98 and
its implementing Guidelines provide an exemption from several rules which restrict approved persons of
specialists from certain activities in the specialty stocks of the associated specialist organization, including
the prohibitions contained in Rule 104.13. In order to receive a Rule 98 exemption, an approved person
must demonstrate that a functional separation has been implemented between itself and its associated
specialist organization. Such a functional separation establishes procedures for review of trading, substantive
supervision of inter-firm communications, and procedures concerning the access to and handling of sensitive
position information with respect to specialty stocks.

Amended Rule 104.13 and 98 are attached. Questions regarding the subject matter discussed in the
Information Memo may be addressed to Arnold Kotler at (212) 656-6543 or John Gregoretti at (212)
656-6791.

Robert J. McSweeney

Senior Vice President

104. Rule 104
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Deletions Bracketed [ ]

Additions Underscored

13. .13 Investment Transactions.

(a) Any transactions effected for the benefit of any of the following [accounts] persons in stocks in which a
specialist is registered must be for investment purposes:

(i) any member, allied member, officer, employee or person or party active in the business of the specialist;

(ii) the spouse and children of any of the above-named persons or parties who reside in the same household
as such person or party;

(iii) any approved person who is affiliated with the specialist (other than an approved person entitled to an
exemption from this Rule pursuant to Rule 98).

(b) Any transaction included within paragraph (a) may only be made as follows:

(i) acquisitions at prices below the last different price - on “minus” or “zero minus” ticks; and

(ii) liquidations at prices above the last different price - on “plus” or “zero plus” ticks - except with the prior
approval of the Exchange.

(c) All off-Floor orders entered for any of the above-named accounts must be identified so that such orders
will not be executed prior to any agency order received by the specialist at the same price even though such
agency order may be received subsequent to the identified order.

(d) [Specialists should not originate orders in the stocks in which they are registered for any accounts over
which they exercise investment discretion.] No specialist, and no member, allied member, approved person
(other than an approved person entitled to an exemption from this rule pursuant to Rule 98) affiliated with
such specialist, officer, employee or person active in the business of the specialist shall originate orders in
stocks in which such specialist is registered for any account over which they exercise investment discretion.

(e) Transactions in a stock in which a specialist is registered effected for trust accounts, including “blind”
accounts, for the benefit of such specialist or any person specified in paragraph (a) shall be subject to the
provisions of this rule. Transactions in a fund which invests broadly in securities and which may from time to
time invest in a security in which a specialist is registered, shall not be subject to this rule.

98. Amendment to Rule 98 Guidelines

Deletions Bracketed [ ]

Additions Underscored

(a)

* * * * *

Rule 104.13 provides that any transaction for the [account] benefit of an approved person associated with
a specialist member organization, in any stock in which a specialist in the specialist member organization is
registered, must be for investment purposes and effected in a stabilizing manner , and precludes an approved
person from originating an order in such stock for any account over which such approved person exercises
investment discretion.

* * * * *

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Market Surveillance

 Please Route to Compliance and Data Processing Departments

TO: Members and Member Organizations

SUBJECT: Rule 410B Reporting

In order to improve the quality of data being reported under Exchange Rule 410B (see Info Memo Nos. 92-32,
92-33 and 93-6), the Exchange and SIAC have enhanced the PC-based Rule 410B data entry software. The
upgraded software will display messages, under certain conditions, to prompt the data entry personnel, at the
point of entry, to confirm the accuracy and/or completeness of the record to be submitted. SIAC will make this
software available to member firms through the Electronic Software Distribution system. Firms should contact
SIAC's PC Service Center at (212) 383-2062 to schedule the software upgrade.

The attached Exhibit A contains a list of the new validation conditions and messages. Except where
specifically noted, the new validations alert the data entry personnel that they may have made an error
in entering certain data for a particular trade record. This enables them to correct it immediately, or to
obtain additional information or clarification about the trade record from its source. However, in certain
circumstances (e.g., an invalid executing broker) the new validations will prevent an inaccurate record from
being accepted until it has been corrected.

Member firms that use their own proprietary software to report trades under Rule 410B are expected to
modify their programs as appropriate to include the validations that have been added to the Exchange's 410B
data entry software. See Exhibit A.

Questions concerning this circular may be directed to Rick Kaplin at (212) 656-6755.

Robert J. McSweeney

Senior Vice President

Attachment

Exhibit A

1. LIST OF VALIDATION CONDITIONS AND MESSAGES

•If the Number of Shares is less than 100, display message:

“ODD-LOT TRADES ARE NOT TO BE REPORTED. PLEASE CHECK SHARE QUANTITY.”

•If the Number of Shares is greater than or equal to 100,000, display message:

“100,000 OR MORE SHARES WERE REPORTED. CONFIRM SHARE QUANTITY”

•If the Price is less than $1.00 or greater than $400.00, display message:

“PLEASE CONFIRM PRICE IS IN U.S. DOLLARS.”

• When a new trade is entered, if the values in all of the following fields are the same as any trade record
that was previously entered on the same day: Market Time, NYSE Symbol, # of Shares, Price, Executing
Firm, Trade Date, Country Code, and Exchange, and the value in: 1) the B/S/T/C field is ‘B’ when the value
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in the previously trade is ‘S’ or ‘T’, or 2) the B/S/T/C field is ‘S’ or ‘T’ when the value in the previously trade is
‘B’, display message:

“POSSIBLE CROSS INVOLVING PREVIOUSLY ENTERED TRADE. CONFIRM ACTION.”

•If the Executing Firm and the CTRA (contra side to the trade) are the same, and the transaction type is not
shown as ‘C’ (a cross), then highlight the value appearing in the B/S/T/C field, and display message:

“IF EXECUTING FIRM AND CTRA ARE THE SAME, THIS SHOULD BE REPORTED AS A CROSS”.

•If the Transaction Type is a ‘Cross’ and the CTRA (contra side to the trade) is not the same as the
Executing Firm, display message:

“IF ‘CROSS’ TRADE, CONTRA AND EXECUTING FIRMS MUST BE THE SAME.”

If a correction is not made, this record will not be accepted.

•If the Transaction Type is a ‘Cross’ and the Account Type is a ‘P’ and nothing is typed in the COMMENTS
field, display a message:

“INDICATE IN COMMENTS WHETHER EXECUTING FIRM BOUGHT OR SOLD AS PRINCIPAL.”

If a correction is not made, this record will not be accepted.

•If the Executing Firm contains both alpha and numeric characters, display a message:

“INVALID EXECUTING FIRM.”

If a correction is not made, this record will not be accepted.

•If the NYSE SYMBOL is numeric or contains alpha and numeric values, display a message:

“INVALID NYSE SYMBOL.”

If a correction is not made, this record will not be accepted.

•If the NYSE Symbol is greater than three characters, display a message:

“CONFIRM NYSE TICKER SYMBOL. NOTE: DO NOT REPORT OPTION AND BOND TRADES.”

•If the Exchange is AS, BO, CI, MW, NY, PS or PH, display a message:

“CONFIRM EXCHANGE. TRADES ON U.S. EXCHANGES ARE REPORTED TO THE CONSOLIDATED
TAPE.”

•If the Country Code is US and the Trade Time is at or between 9:30 am and 5:20 pm, display a message:

“CHECK TIME. US TRADES ARE GENERALLY REPORTED TO CONSOLIDATED TAPE. SEE HELP.”

•If the Account Type is D, C, M, N, G, Q, J, K, U or Y, display a message:

“ACCOUNT TYPE IS FOR A PROGRAM TRADE. CONFIRM ACCOUNT TYPE.”

•If the CTRA field is left blank, highlight, in yellow, the space where a CTRA value would be inserted, and
display a message:

“IF CTRA IS NOT KNOWN, INSERT XX.”

•If the account type is blank or numeric, highlight, in yellow, the blank space or the numeric value, display
message:

“INSERT THE VALID, NON-NUMERIC, ACCOUNT TYPE. SEE HELP FOR THE LIST.”

•For trade records that are to be ADDED only, if the Trade Date in the Local Market is more than five days
earlier than the Entry Date, display message:

“CONFIRM DATE OF TRADE IN LOCAL MARKET.”
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March 24, 1995

  

Market Surveillance

 PLEASE NOTE THAT LIMIT-AT-THE-CLOSE (LOC) ORDERS WILL ONCE AGAIN BE PERMITTED
IN FIVE STOCKS ON A PILOT BASIS. LOC ORDERS MAY ONLY BE ENTERED AFTER 3:40 P.M. TO
OFFSET A PUBLISHED IMBALANCE AND CANNOT BE CANCELLED ON EXPIRATION DAYS

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Revised Procedures for Handling Market-on-Close Orders on Friday, March 31, 1995 (“Quarterly
Index Expiration”)

1. QUARTERLY INDEX EXPIRATIONS

As previously announced in Information Memo 94-12, the Securities Exchange Commission has approved
use of limit-at-the-close orders (LOC) in five pilot stocks: DD, MRK, PEP, T and WMT. The Rule has been in
effect on every trading day since April 15, 1994. Detailed discussion is on Page 2 of this Information Memo.

•NO MOC ORDERS RELATED TO A STRATEGY INCLUDING ANY STOCK INDEX OPTIONS IN EXPIRING
CONTRACTS MAY BE ENTERED AFTER 3:40 P.M. IN ANY STOCK. FLOOR BROKERS REPRESENTING
SUCH ORDERS MUST INDICATE THEIR MOC INTEREST TO THE SPECIALIST BY 3:40 P.M.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:40 P.M. IN ANY STOCK.

•THERE WILL BE AN IMBALANCE PUBLICATION AT 3:40 P.M. IN THE PILOT STOCKS ONLY.

•AFTER 3:40 P.M. IN THE PILOT STOCKS, MOC ORDERS MAY ONLY BE ENTERED TO OFFSET
PUBLISHED IMBALANCES.

DETAILED DISCUSSION IS PROVIDED BELOW.

2. PROCEDURES RELATING TO THE CLOSE

1. Limit-At-The-Close (“LOC”) Orders

The LOC pilot, which commenced on April 15, 1994, is integrated with quarterly index expiration policy.

Current procedures require MOC imbalances of 50,000 shares or more in the pilot stocks to be published on
the tape as soon as practicable after 3:40 p.m. on expiration days, including quarterly index expiration days.
LOC orders may be entered only if imbalances have been published in DD, MRK, PEP, T, or WMT and must
be entered by 3:55 p.m. On expiration days, LOC orders are irrevocable once entered, except in the case of
legitimate error.

No LOC orders related to a strategy including any stock index options in expiring contracts may be entered in
any stock.

An LOC order is one that is entered for execution at the closing price provided that the closing price is at or
within the limit specified. LOC orders may be entered only to offset published imbalances of market-on-close
(“MOC”) orders. They are prioritized on the specialist's book by time of entry and go behind all other orders
on the specialist's book at that price. LOC orders with prices that are better than the closing prices in the
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subject security are guaranteed an execution, unless there is a trading halt in the security. LOC orders at the
closing price are executed in order of time priority with respect to other LOC orders, but are not guaranteed
an execution.

2. Market-On-Close Orders

Procedures for MOC orders are used for each quarterly index expiration. Applicable MOC orders are those
relating to a strategy involving any stock index options in all stocks. These procedures have been filed as a
rule with the SEC.

The cut-off time is 3:40 p.m. for the entry of MOC orders that relate to a strategy including any expiring stock
index options. This requirement applies to all stocks, not just pilot stocks. Floor brokers representing such
orders must indicate their interest to the specialist by 3:40 p.m.

3. Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

4. Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:40 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will be permitted after 3:40 p.m.

5. Special Procedures on Limitation of Entry of Orders and Publication of Imbalances in Quarterly Pilot Stocks

You must, as stated above and required for all stocks, enter all MOC orders, in positions relating to a strategy
involving any expiring stock index options by 3:40 p.m. eastern time. In addition, as described below, there
are special limitations regarding the subsequent entry of orders, and special procedures for publication of
imbalances, that are applicable only to pilot stocks (see attached list). It should be noted that pursuant to the
newly amended Rule 13, limit-at-the-close orders in the LOC pilot stocks only may be entered for execution
on the close, in addition to market-on-close orders.

As soon as possible after 3:40 p.m., the Exchange will publish on the tape any imbalance of MOC orders
of 50,000 shares or more that existed at 3:40 p.m. in those pilot stocks. This will be the only MOC order
imbalance publication. If a “No Imbalance” notice is published in a pilot stock, no MOC orders will be
permitted in that stock. While MOC orders previously entered may be cancelled or reduced in size until 3:40
p.m., once a publication of an imbalance in a pilot stock has been made, any MOC orders subsequently
entered in such pilot stock will be accepted only to trade on the opposite side of the market in relation to
such published imbalance. The liquidation of positions relating to a strategy involving any stock index options
using MOC orders entered after 3:40 p.m. is not permitted, even if such orders might offset net reported
imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:40 p.m. may not re flect the imbalance that exists at the close.
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The procedures stated in this section relate only to the quarterly pilot stocks. Regular procedures, including
revised procedures for all stocks that are stated on Pages Two and Three, will apply to all other listed
securities.

6. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance shall, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member shall then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they shall be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

7. “G” Orders

Proprietary orders represented pursuant to Section 11 (a) (1) (G) of the Securities and Exchange Act of
1934 (i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to
any order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11 (a) (1) (G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

80A. Rule 80A

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies on the last trade date prior to each quarter's expiration as
well as on regular, monthly expiration Fridays.

8. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9 (a) (2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Arthur O. Harris at (212) 656-6884 or Mr.
Robert Ambrosio at (212) 656-5597.

Robert J. McSweeney
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Senior Vice President

                                     

Attachments

       

3. Quarterly Index Expiration Friday Pilot Stocks - March 31, 1995

   ABT          ABBOTT LABORATORIES

   AFL          AFLAC INC.

   AXP          AMERICAN EXPRESS COMPANY

   AHP          AMERICAN HOME PRODUCTS CORPORATION

   AIG          AMERICAN INTERNATIONAL GROUP INC.

   T            AMERICAN TELEPHONE AND TELEGRAPH

   AIT          AMERITECH CORP.

   AN           AMOCO CORPORATION

   *AOC         AON CORP.

   ARC          ATLANTIC RICHFIELD COMPANY

   BAC          BANKAMERICA CORPORATION

   BK           BANK OF NEW YORK COMPANY, INC.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

482

http://researchhelp.cch.com/License_Agreement.htm


   BEL          BELL ATLANTIC CORPORATION

   BLS          BELLSOUTH CORPORATION

   BA           BOEING COMPANY

   BMY          BRISTOL MYERS SQUIBB COMPANY

   CHV          CHEVRON CORPORATION

   CCI          CITICORP

   KO           COCA-COLA COMPANY

   CU           CUC INTERNATIONAL, INC.

   DOW          DOW CHEMICAL COMPANY

   DD           DU PONT COMPANY

   EK           EASTMAN KODAK COMPANY

   LLY          ELI LILLY AND COMPANY

   EMC          EMC CORP.

   XON          EXXON CORPORATION

   FNM          FEDERAL NATIONAL MORTGAGE ASSOCIATION

   FBS          FIRST BANK SYSTEM INC.
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   FFM          FIRST FINANCIAL MANAGEMENT

   F            FORD MOTOR COMPANY

   GE           GENERAL ELECTRIC COMPANY

   GM           GENERAL MOTORS CORPORATION

   GME          GENERAL MOTORS CORP. CLASS E

   G            GILLETTE COMPANY

   GTE          GTE CORPORATION

   HWP          HEWLETT-PACKARD COMPANY

   HD           HOME DEPOT INC.

   IBM          INTERNATIONAL BUSINESS MACHINES CORP.

   IP           INTERNATIONAL PAPER COMPANY

   JNJ          JOHNSON AND JOHNSON

   MCD          MCDONALDS CORPORATION

   MRK          MERCK AND COMPANY INC.

   MMM          MINNESOTA MINING AND MANUFACTURING

   MOB          MOBIL CORPORATION
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   MS           MORGAN STANLEY GROUP INC.

   MOT          MOTOROLA INC.

   NYN          NYNEX CORPORATION

   *ODP         OFFICE DEPOT INC.

   PEP          PEPSICO INC.

   PFE          PFIZER INC.

   MO           PHILIP MORRIS COS. INC.

   PG           PROCTER AND GAMBLE COMPANY

   RD           ROYAL DUTCH PETROLEUM COMPANY

   *SGP         SCHERING PLOUGH CORP.

   S            SEARS ROEBUCK COMPANY

   SBC          SOUTHWESTERN BELL CORPORATION

   TX           TEXACO INC.

   UN           UNILEVER N.V. ORD SHARES

   USW          U.S. WEST INC.

   WMT          WAL-MART STORES INC.
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   DIS          WALT DISNEY COMPANY

This list consists of the 50 highest weighted S&P 500 stocks, the 20 Major Market Index stocks, and the 10
highest capitalized stocks of the S&P Midcap 400 Index, based on market values as of March 3, 1995. The
indicated (*) stocks have been added to the list since the last QIX pilot. C, CS and SGI have been deleted.

                          

4. Quarterly Index Expiration Friday

             

Limit-at-the-Close (LOC) Pilot Stocks - March 31, 1995

   T            American Telephone and Telephone Co.

   DD           E.I. Dupont DeNemours & Co.

   MRK          Merck and Co., Inc.

   PEP          PepsiCo, Inc.

   WMT          Wal-Mart Stores, Inc.

5. MEMORANDUM

Date: March 24, 1995

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Quarterly Index Expiration” Market-at-the-Close (MOC) and
Limit-at-the-Close (LOC) Orders

1. MOC and LOC Orders

1.Q. How do you determine the price at which to print the “stopped stock”?

1.A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off
“MOC” and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped
stock” at that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2.Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?
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2.A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

   1. Example # 1   200,000 buy MOC

                     50,000 sell MOC

                     50,000 sell plus MOC

                     25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

   2. Example #2   100,000 sell MOC

                    50,000 buy MOC

                    25,000 buy minus MOC

                    25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000−B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

3.Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4-1/2 - last sale 20 3/8

3.A If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the existing 20 1/2 sell limit orders have
priority over the MOC sell plus and sell short orders which in this case are treated like limit orders. On the
other hand if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the MOC sell plus and sell short
orders are treated as marketable orders which go ahead of the 20 1/2 sell limit orders.

4.Q. Are MOC “short” at-the-close orders permitted?

4.A. Firms may enter “short” MOC orders.

5.Q. Should brokers in the Crowd give the specialist their orders prior to the final bell? How should
they be handled by the specialist?

5.A. Yes. In the pilot stocks, any brokers in the Crowd handling orders relating to strategies should give their
orders to the specialist by 3:40 p.m., to allow the specialist to arrange a closing price. Such orders should be
handled like “love” orders on the opening.
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6.Q. Can MOC orders be entered in the pilot stocks if a “No Imbalance” notice is published at 3:40
p.m.?

6.A. No MOC orders may be entered if a “No Imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index options.

7.Q. Are limit-at-the-close (LOC) orders permitted?

7.A. LOC orders may be entered only in the stocks specifically identified for participation in the LOC pilot.

8.Q. What is the priority sequence for execution of LOC orders?

8.A. Marketable LOC orders are treated as market orders and must be executed. Such orders include better-
priced (i.e., orders with a limit price better than the closing price) LOC orders to buy and sell long (including
“G” orders) and better-priced LOC orders to sell short or sell plus, if the closing price would represent a
“double plus tick”.

LOC orders limited to the closing price and better-priced LOC orders to sell short and sell plus that could not
be executed at a price lower than the actual close are sequenced by time priority among themselves, but
behind all other orders at the closing price, and may be executed, depending on the size of the imbalance to
be offset.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Number 95-11

Click to open document in a browser

March 23, 1995

  

Member Firm Regulation

 PLEASE ROUTE TO TRAINING, COMPLIANCE/LEGAL AND REGISTRATION DEPARTMENTS

TO: Members and Member Organizations

ATTENTION: Managing Partners/Chief Executive Officers/Branch Managers and Training and Human
Resources Directors

SUBJECT: SEC Approval of Securities Industry Continuing Education Program Rules

The Securities and Exchange Commission recently approved rules filed by the Exchange and six other
securities self-regulatory organizations establishing a formal two-part industry-wide continuing education
program (see SEC Release #34-35341, dated February 8, 1995). The Continuing Education Program is
composed of a Regulatory Element and a Firm Element. The Regulatory Element requires all registered
persons to periodically complete a computer-based training program on compliance, ethical, sales practice,
and regulatory matters. The Firm Element requires members and member organizations to provide ongoing
training specifically tailored to their business.

Administration of the Regulatory Element program will commence July 1, 1995. Members and member
organizations are required to have completed their written Firm Element training plans by July 1, 1995, with
implementation by January 1, 1996.

The text of the rules is attached (see Exhibit A). The following additional materials, which will provide
information about the Securities Industry Continuing Education Program, are also attached: a summary of the
background and requirements of the Program, a compilation of commonly asked questions/answers about the
Program, the Content Outline for the Regulatory Element, and Guidelines for Firm Element Training.

Questions regarding continuing education should be directed to Gregory Tyler at (212) 656-2156.

Attachments

Exhibit A

345A. RULE 345A CONTINUING EDUCATION FOR REGISTERED PERSONS

(a) Regulatory Element - No member or member organization shall permit any registered person to continue
to, and no registered person shall continue to, perform duties as a registered person, unless such person has
complied with the continuing education requirements of Section (a) of this Rule.

Each registered person shall complete the Regulatory Element of the continuing education program on
three occasions, after the occurrence of their second, fifth and tenth registration anniversary dates, or as
otherwise prescribed by the Exchange. On each of the three occasions, the Regulatory Element must be
completed within one hundred twenty days after the person's registration anniversary date. The content of the
Regulatory Element of the program shall be prescribed by the Exchange.

(1) Registered persons who have been continuously registered for more than ten years as of the effective
date of this Rule shall be exempt from participation in the Regulatory Element of the continuing education
program, provided such persons have not been subject to any disciplinary action within the last ten years as
enumerated in subsection (a)(3)(i)-(ii) of this Rule.
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Persons who have been currently registered for ten years or less as of the effective date of this Rule shall
initially participate in the Regulatory Element of the continuing education program within one hundred twenty
days after the occurrence of the second, fifth or tenth registration anniversary date, whichever anniversary
date first applies, and on the applicable registration anniversary date(s) thereafter. Such persons will
have satisfied the requirements of the Regulatory Element of the program after participation on the tenth
registration anniversary.

All registered persons who have satisfied the requirements of the Regulatory Element shall be exempt from
further participation in the Regulatory Element of the program, subject to re-entry into the program as set forth
in subsection (a)(3) of this Rule.

(2) Failure to complete - Unless otherwise determined by the Exchange, any registered persons who have
not completed the Regulatory Element of the program within the prescribed time frames will have their
registration deemed inactive until such time as the requirements of the program have been satisfied. Any
person whose registration has been deemed inactive under this Rule shall cease all activities as a registered
person and is prohibited from performing any duties and functioning in any capacity requiring registration.

The Exchange may, upon application and a showing of good cause, allow for additional time for a registered
person to satisfy the program requirements.

(3) Re-entry into program - Unless otherwise determined by the Exchange, a registered person will be
required to re-enter the Regulatory Element of the program and satisfy the program's requirements in their
entirety in the event such person:

(i) becomes subject to any statutory disqualification as defined in Section 3(a)(39) of the Securities Exchange
Act of 1934 (see also Rule 346(f));

(ii) becomes subject to suspension or to the imposition of a fine of $5,000 or more for violation of any
provision of any securities law or regulation, or any agreement with or rule or standard of conduct of any
securities governmental agency, securities self-regulatory organization, or as imposed by any such regulatory
or self-regulatory organization in connection with a disciplinary proceeding; or

(iii) is ordered pursuant to a disciplinary proceeding to re-enter the continuing education education program
by any securities governmental agency or securities self-regulatory organization.

Re-entry shall commence with initial participation within one hundred twenty days of the registered person
becoming subject to the statutory disqualification, in the case of (i) above, or the completion of the sanction
or the disciplinary action becoming final, in the case of (ii) and (iii) above, and on three additional occasions
thereafter, after the occurrence of their second, fifth and tenth anniversary dates of re-entry into the program,
notwithstanding that such person has completed all or part of the program requirements based on length of
time as a registered person or completion of ten years of participation in the program.

b. (b) Firm Element

(1) Persons Subject to the Firm Element - The requirements of Section (b) of this Rule shall apply to
any registered person who has direct contact with customers in the conduct of the member's or member
organization's securities sales, trading or investment banking activities, and to the immediate supervisors of
such persons (collectively, “covered registered persons”).

(2) Standards

(i) Each member and member organization must maintain a continuing and current education program for its
covered registered persons to enhance their securities knowledge, skills and professionalism. At a minimum,
each member and member organization shall at least annually evaluate and prioritize its training needs and
develop a written training plan. The plan must take into consideration the member's or member organization's
size, organizational structure, and scope of business activities, as well as regulatory developments and the
performance of covered registered persons in the Regulatory Element.
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(ii) Minimum Standards for Training Programs - Programs used to implement a member's or member
organization's training plan must be appropriate for the business of the member or member organization
and, at a minimum, must cover the following matters concerning securities products, services and strategies
offered by the member or member organization:

a. General investment features and associated risk factors;

b. Suitability and sales practice considerations; and

c. Applicable regulatory requirements.

(iii) Administration of Continuing Education Program - Each member and member organization must
administer its continuing education program in accordance with its annual evaluation and written plan and
must maintain records documenting the content of the programs and completion of the programs by covered
registered persons.

(3) Participation in the Firm Element - Covered registered persons included in a member's or member
organization's plan must take all appropriate and reasonable steps to participate in continuing education
programs as required by the member or member organization.

(4) Specific Training Requirements - The Exchange may require a member or member organization, either
individually or as part of a larger group, to provide specific training to its covered registered persons in such
areas the Exchange deems appropriate. Such a requirement may stipulate the class of covered registered
persons for which it is applicable, the time period in which the requirement must be satisfied and, where
appropriate, the actual training content.

… Supplementary Material:

10. .10 For purposes of this Rule, the term “registered person” means any member, allied member, registered
representative or other person registered or required to be registered under Exchange rules, but does not
include any such person whose activities are limited solely to the transaction of business on the Floor with
member or registered broker-dealers.

20. .20 For purposes of this Rule, the term “customer” means any natural person or any organization, other
than a registered broker or dealer, executing transaction in securities or other similar instruments with or
through, or receiving investment banking services from, a member or member organization.

30. .30 A registered person who has been continuously registered for more than ten years as of the date of
implementation of this Rule who has been subject to a disciplinary action as enumerated in subsections (a)
(3)(i)-(ii) of the Rule within the last ten years, will be required to satisfy the requirements of the Regulatory
Element of the continuing education program by participation for the period from the date of implementation of
this Rule to ten years after the occurrence of the disciplinary action.

40. .40 Any registered person who has terminated association with a registered broker or dealer and
who has, within two years of the date of termination, become reassociated in a registered capacity with a
registered broker or dealer shall participate in the Regulatory Element of the continuing education program on
three occasions, after the occurrence of their second, fifth or tenth initial registration anniversary date, rather
than based on the date of reassociation in a registered capacity.

Any former registered person who becomes reassociated in a registered capacity with a registered broker or
dealer more than two years after termination as such will be required to satisfy the program's requirements in
their entirety on three occasions, based on the most recent registration date.

50. .50 Any registration that is deemed inactive for a period of two calendar years pursuant to section (a)(2) of
this Rule for failure of a registered person to complete the Regulatory Element, shall be terminated. A person
whose registration is so terminated may become registered only by reapplying for registration and satisfying
applicable registration and qualification requirements of Exchange rules (see Rule 345).

1. The Securities Industry Continuing Education Program
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1. Status Report On The Securities Industry Continuing Education Program

1. Background

In March 1993, six self-regulatory organizations (SROs) 1   announced the formation of an industry task
force to consider whether the industry should develop a uniform continuing education program for registered
persons. The task force was comprised of experienced individuals with diverse backgrounds from a broad
range of firms, thus ensuring consideration of the interests and needs of a wide cross section of the industry.
The SROs noted that the increasing complexity of the securities industry demands that professionals who
deal with the public or who are in supervisory positions maintain minimum standards of competence and
professionalism. The SROs also said that a formal industry-wide continuing education program to keep
professionals up to date on products, markets, and rules was needed. By initiating a broad-based industry
effort, the SROs hoped to provide a unified industry-wide approach acceptable to all segments of the industry.

In September 1993, the industry task force issued a report calling for a formal two-part Securities Industry
Continuing Education Program (the Program) for securities industry professionals that would require uniform
periodic training in regulatory matters (the Regulatory Element) and ongoing programs by firms to keep
employees up to date on job-and product-related subjects (the Firm Element). The report also recommended

the creation of a permanent Securities Industry/Regulatory Council on Continuing Education (the Council) 2

   to recommend to the SROs the specific content of the uniform Regulatory Element and the requirements
for ongoing firm training programs undertaken to satisfy the requirements of the Firm Element. The task
force recommended further that computer-based training be used as a primary delivery vehicle for the
uniform Regulatory Element of the Program. In November 1993, the SROs endorsed, in concept, the
recommendations of the industry task force.

Since November 1993, the Council has met at least monthly. Separate committees have worked on the
Regulatory and Firm Elements. The Regulatory Element Committee developed the standardized subject
matter for the computer-based training program. The Firm Element Committee developed standards for
firms to follow in developing and implementing their training programs. The SROs adopted uniform rules to
implement the Program based upon the Council's recommendations and filed them with the Securities and
Exchange Commission (SEC) for approval in December 1994. The SEC approved the SRO rules on February
8, 1995, and the Securities Industry Continuing Education Program will be effective July 1, 1995.

2. Highlights Of The Securities Industry Continuing Education Program

1. The Regulatory Element

Who Is Covered

The Regulatory Element of the Securities Industry Continuing Education Program requires all registered
persons to complete a prescribed computer-based training session within 120 days of the second, fifth, and
tenth anniversary dates of their initial registration date. Persons who have been registered for more than 10
years and have not been the subject of a serious disciplinary action (as more fully described below) during
the most recent 10 years are exempt from the Regulatory Element.

Any person who would otherwise be exempt from the Regulatory Element is required to re-enter the program
for another 10 years when and if that person:

•becomes subject to a statutory disqualification pursuant to the Securities Exchange Act of 1934, or

•becomes subject to suspension or to the imposition of a fine of $5,000 or more for violation of any provision
of any securities law or regulation, or any agreement with, or rule or standard of conduct of, any securities
governmental agency, securities self-regulatory organization, or as imposed by any such regulatory or self-
regulatory organization in connection with a disciplinary proceeding, or
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•is ordered to re-enter the Regulatory Element as a sanction in a disciplinary action by any securities
governmental agency or securities self-regulatory organization.

Failure To Comply With The Regulatory Element

Failure to complete the required Regulatory Element computer-based training session during the prescribed
time period will result in a person's registration becoming inactive. A person whose registration becomes
inactive cannot conduct a securities business, perform any of the functions of a registered person, or receive
compensation for activities that require registration until he or she meets the requirements of the Regulatory
Element.

Regulatory Element Computer-Based Training

The Regulatory Element computer-based training program is designed to transmit information broadly
applicable to all registered persons regardless of their job functions or registration status (such as Series 6
or Series 7). The Regulatory Element training focuses on compliance, regulatory, ethical, and sales-practice
standards. Its content has been recommended by a group of industry and SRO representatives, reviewed by
the Council, and approved by the SROs. The Content Outline For The Regulatory Element section more fully
explains the subject matter covered by the Regulatory Element.

While there will be no grading of individual performance on the Regulatory Element, information feedback
indicating whether responses are correct or incorrect will be provided to individuals throughout the computer-
based training session. Firms will be provided with aggregated information on all their covered registered
persons who take the computer-based training program in a given period. Firms will be expected to consider
this information when formulating their training plans for the Firm Element, as more fully described below.

2. The Firm Element

Who Is Covered

Unlike the Regulatory Element, for which only those persons registered for 10 years for less are covered, the
Firm Element has no exemptions. It is applicable to all persons who have direct contact with customers in the
conduct of the firm's securities sales, trading, or investment banking business, and the immediate supervisors
of such persons.

Annual Requirements

The Firm Element requires each member to establish a training plan and identifies certain minimum
requirements associated with that plan. Each year the firm must prepare a written training plan after an
analysis of its training needs. Firms must consider certain factors when conducting their analyses and in
developing their training plans, such as the firm's size, organizational structure, scope and type of business
activities, as well as regulatory developments and the aggregate performance of covered registered persons
in the Regulatory Element. The training plan must be implemented and records must be kept that clearly
demonstrate the content of its training programs and the completion of the programs by the persons or
categories of persons identified in the firm's training plan. Persons who are subject to the training plan have
an affirmative obligation to participate in the programs as required by the member.

Minimum Standards For The Firm Element Training Programs

The Firm Element also establishes certain minimum standards for the training programs that are used in a
member's plan. For example, such programs, when dealing with investment products and services, must
identify their investment features and associated risk factors, their suitability in various investment situations
and applicable regulatory requirements that affect the products or services. The SROs have the authority to
require members, individually or as part of a group, to provide specific training to covered registered persons
in any area the SROs deem necessary. Depending on the issue of concern, these requirements could be
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directed at specific individuals or portions of a firm, a specific firm or group of firms, or across the entire
industry.

3. Implementation

1. The Regulatory Element

Administration Of The Regulatory Element

The SROs will begin administration of the Regulatory Element on July 1, 1995. The Central Registration
Depository (CRD) system will track persons subject to the requirement and notify members in advance of
those individuals who, after July 1, 1995, are approaching their second, fifth, and tenth year anniversary
dates of their initial securities registration and are required to participate in the Regulatory Element. These
individuals will have 120 days to complete the Regulatory Element computer-based training session at an
NASD PROCTOR Center. Follow-up notices will also be sent as these persons approach the end of the
120 days following their registration anniversary. In addition, the CRD system will generate reports listing
those persons whose registrations have become inactive due to failure to complete the requirement within
the specified time. Persons who have completed 10 years of registration before July 1, 1995, without serious
disciplinary action, will be exempt.

A person's registration anniversary dates will be determined by his or her first registration, regardless of any
subsequent firm changes or changes in registration category, provided that the person has continuously
remained registered. Persons who, in the 10-year period before July 1, 1995, have incurred a covered
disciplinary event that would require them to re-enter the program will have an initial registration date that
coincides with the effective date of the final decision in the disciplinary action. Individuals who have ceased
to be registered and are required to take an examination before becoming re-registered will be subject to
anniversary dates based on their most recent re-registration date.

The NASD PROCTOR system will deliver the computer-based training program in any of the PROCTOR
Centers located throughout the country. In 1995, the PROCTOR network will be expanded by adding an
additional center in Manhattan, and at least two mobile centers. The mobile centers will meet the needs of
members requesting on-site administration of the Regulatory Element computer-based training according to
final procedures to be announced by the NASD once the mobile centers are available.

2. The Firm Element

The Firm Element will be implemented in two stages. By July 1, 1995, members are required to complete
their training needs analyses and to develop written training plans that will be available for review upon
request by the SROs, the SEC, and state regulators. Members are expected to begin implementing their
plans as soon as practicable but, in any event, no later than January 1, 1996. The SROs will develop a
consistent approach for on-site reviews of the Firm Element requirements. Additionally, the SROs will
coordinate their field inspection efforts to avoid any unnecessary regulatory overlap in the inspection process
for firms that are members of two or more SROs.

Within the broad standards defined in the Continuing Education Rules, the Firm Element provides great
flexibility to firms in designing training programs appropriate to their needs and consistent with their
resources. The Firm Element framework is intended to be flexible enough to accommodate differences in the
size, scope, and complexity of firm operations.

The Firm Element also requires that a member be responsible for assuring that training programs for
investment products and services used in its training plan appropriately cover, at a minimum:

•the investment characteristics and associated risk factors of the product or service;

•their suitability for different investment situations; and
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•any regulatory requirements that affect the product or service.

The Council and the SROs realize that some firms will rely upon training material and programs provided by
a variety of outside training and education vendors. Nevertheless, the proposed rules place the responsibility
on each member to ensure that such training meets the broad content standards included in the rules as
they relate to that particular firm. The SROs do not intend to pre-approve training materials and programs
developed by members or vendors. They will, however, communicate regularly with members regarding their
expectations for the content of training programs. As the program evolves, it is expected that some curricula
content standards will be defined by the SROs for products and services where heightened regulatory
concerns exist.

The Council has developed guidelines to help firms carry out their responsibilities under the Firm Element
(see the Guidelines For Firm Element Training). It is likely that the Guidelines will be updated in the future to
reflect experience gained during, and issues that arise from, the implementation of the Program.

Regulatory Consequences For Non-Compliance With Firm Element Requirements

Failure to comply with Firm Element requirements may subject the firm and individual to disciplinary action.
Failure to attend training provided by his or her firm to comply with the Firm Element requirements may
subject the “covered person” to disciplinary action.

2. Members Of The Securities Industry/Regulatory Council On Continuing Education

William R. Simmons

Council Chairman

Executive President and

Director

Dean Witter Reynolds, Inc.

New York, NY

1. Industry Representatives

Judith Belash

Vice President and

Associate General Counsel

Goldman, Sachs & Co.

New York, NY

Mary Alice Brophy

Managing Director and

Director of Compliance

Dain Bosworth Incorporated

Minneapolis, MN

Ronald E. Buesinger

Corporate Secretary and Senior

Vice President (Retired)

A.G. Edwards & Sons, Inc.

St. Louis, MO
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Elena Dasaro

Managing Director

H.C. Wainright & Co., Inc.

Boston, MA

David A. DeMuro

Senior Vice President

Associate General Counsel

Lehman Brothers Inc.

New York, NY

John P. Gualtieri

Vice President and Insurance

Counsel (Retired)

Prudential Insurance Co. of

America

Newark, NJ

Therese M. Haberle

Associate General Counsel

Charles Schwab & Co., Inc.

San Francisco, CA

James Harrod

General Principal, Investment

Representative - Training

Edward D. Jones & Co.

St. Louis, MO

Todd A. Robinson

Chairman and CEO

Linsco/Private Ledger Corp.

Boston, MA

Richard C. Romano

President

Romano Brothers & Co.

Evanston, IL

Lois Towers

Director Institutional Compliance

Fidelity Investments

Boston, MA

O. Ray Vass
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First Vice President

Merrill Lynch, Pierce, Fenner &

Smith, Inc.

New York, NY

2. SRO Representatives

Diane Anderson

Vice President of Examinations

Philadelphia, PA

Howard A. Baker

Senior Vice President

American Stock Exchange, Inc.

New York, NY

Darrell Dragoo

Vice President of Compliance

Chicago Board Options Exchange,

Incorporated

Chicago, IL

Frank J. McAuliffe

Vice President

National Association of Securities

Dealers, Inc.

Rockville, MD

Loretta Rollins

Professional Qualifications

Administrator

Municipal Securities Rulemaking Board

Alexandria, VA

Donald van Weezel

Managing Direct or, Regulatory

Affairs

New York Stock Exchange, Inc.

New York, NY

3. SRO Staff Participants

Joseph A. Bailey

Vice President, Member Firm

Regulation
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New York Stock Exchange, Inc.

New York, NY

Cheryl “Charlie” Bush

Project Manager for Continuing

Education

National Association of Securities

Dealers, Inc.

Washington, DC

Jo Ellen Carlson

Director of Testing Standards

New York Stock Exchange, Inc.

New York, NY

Gerard F. Foley

Senior Vice President, Testing

Services

National Association of Securities

Dealers, Inc.

Washington, DC

P. William Hotchkiss

Director

National Association of Securities

Dealers, Inc.

Washington, DC

John Linnehan

Director, Continuing Education

National Association of Securities

Dealers, Inc.

Washington, DC

James P. O'Donnell

Executive Vice President, Member

Services

National Association of Securities

Dealers, Inc.

Washington, DC

Sal Pallante

Senior Vice President

New York Stock Exchange, Inc.
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New York, NY

John E. Pinto

Executive Vice President,

Regulation

National Association of Securities

Dealers, Inc.

Washington, DC

Daniel M. Sibears

Director

National Association of Securities

Dealers, Inc.

Washington, DC

Gregg Tyler

Continuing Education Coordinator

New York Stock Exchange, Inc.

New York, NY

4. NASAA Liaisons

Ralph A. Lambiase

Director

Connecticut Department of

Banking

Division of Securities

Hartford, CT

Don B. Saxon

Director, Division of Securities

Florida Office of Comptroller

State of Florida

Department of Banking & Finance

Tallahassee, FL

5. SEC Liaisons

Mark D. Fitterman

Associate Director

Securities and Exchange

Commission

Washington, DC

Michael E. Schlein
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Counsel to the Chairman

Securities and Exchange

Commission

Washington, DC

Holly H. Smith

Associate Director

Securities and Exchange

Commission

Washington, DC

3. Questions And Answers Regarding The Securities Industry Continuing Education
Program

1. Regulatory Element

1.Q. Who is covered by the Regulatory Element?

1.A. Every person registered for 10 years or less will be covered by the Regulatory Element and will be
required to take the regulatory computer-based training within 120 calendar days after his or her second, fifth,
and tenth anniversaries of his or her initial registration date.

2.Q. How does imposition of a serious disciplinary action affect a registered person's status in the
Regulatory Element?

2.A. Within 120 days of imposition of the serious disciplinary action (fine of $5,000 or more for a rule violation,
or as otherwise ordered pursuant to a disciplinary action), the person must participate in a Regulatory
Element session followed by additional sessions within 120 days of the second, fifth, and tenth anniversaries
of the date of the disciplinary action.

3.Q. Will anyone be grandfathered or exempted?

3.A. Grandfathering applies to the Regulatory Element only. Those who have been registered more than 10
years and who have not been the subject of a serious disciplinary action (suspension, bar, fine of $5,000
or more, or a statutory disqualification) during the most recent 10 years will be grandfathered from the
Regulatory Element.

4.Q. How will registered personnel be notified that they must take the Regulatory Element computer-
based training session?

4.A. The CRD system will track persons subject to the requirement and notify members in advance of
those individuals who, after July 1, 1995, are approaching their second, fifth, and tenth year anniversary
dates of their initial securities registration and are required to participate in the Regulatory Element. These
individuals will have 120 days to complete the Regulatory Element computer-based training session at an
NASD PROCTOR Center. Follow-up notices will also be sent as these persons approach the end of the 120
days following their registration anniversaries. CRD will also provide notices of completion of the Regulatory
Element to firms.

5.Q. If a person has multiple registrations (such as Series 6 in 1988 and Series 7 in 1991), what is the
applicable date to determine whether participation in the Regulatory Element is required?

5.A. The date of the initial registration (1988) applies, provided that the person has remained continuously
registered since that time and has had no serious disciplinary action.

6.Q. What if an individual's registration temporarily lapses?
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6.A. If the person ceases to be registered for less than two years, the person will maintain the original
registration date but will have to participate in any Regulatory Element program that may have been missed
during the lapse period. For example, if the registration lapses at four and a half years and the person wishes
to reactivate at what would be the six-year anniversary, the person must complete the fifth-year Regulatory
Element requirement before the registration can be reactivated.

7.Q. What if a person ceases to be registered for two or more years?

7.A. That person would begin the entire registration process anew. The person must take the appropriate
qualification examination(s) and would re-enter the Regulatory Element at the beginning of a new 10-year
cycle.

8.Q. Where will the computer-based training of the Regulatory Element be administered and how long
will the training last?

8.A. The NASD PROCTOR system will deliver the computer-based training program in any of the PROCTOR
Centers located throughout the country. In 1995, the 55-center PROCTOR network will be expanded by
adding an additional center in Manhattan, and at least two mobile centers. The mobile centers will meet the
needs of members requesting on-site administration of the Regulatory Element computer-based training
according to final procedures to be announced by the NASD once the mobile centers are available.

9.Q. What topics will the Regulatory Element cover?

9.A. The Regulatory Element will cover topics of general applicability to all registered persons in seven broad
areas, called modules:

•Registration And Reporting

•Communications With The Public

•Suitability

•Handling Customer Accounts

•Business Conduct

•Customer Accounts, Trade And Settlement Practices

•New And Secondary Offerings.

Please see the Content Outline For The Regulatory Element for more information about the subject matter
encompassed by the Regulatory Element.

10.Q. How will the material be presented in each module?

10.A. Participants will be led by an interactive computer program through scenarios involving a registered
person and a customer and will be asked to choose the most appropriate response or responses to the
facts in the story. The computer software will assess the participant's understanding of the topic and
deliver tutorials about the subject if necessary. The computer program provides immediate feedback to the
participant as he or she works through each module's subject matter.

11.Q. Will the Regulatory Element computer-based training be the same for everyone?

11.A. The content of each training session will be the same for everyone, because each person taking
the computer-based training must complete all seven modules. However, because there are five possible
scenario sets in each of the seven modules and the scenario sets are selected at random, it is highly unlikely
that any two people will see exactly the same stories during the course of his or her computer-based training
session.

12.Q. Will the individual receive a grade or any other kind of feedback from the computer-based
training of the Regulatory Element?
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12.A. The computer-based training is not graded. However, as described above, the interactive nature of
the computer-based training provides immediate feedback as the person works through the scenarios and
problems.

13.Q. What type of feedback will firms receive about their employees?

13.A. Firms will receive aggregate feedback about the performance of their employees with respect to the
subject areas in the Regulatory Element. Firms will be expected to use this feedback in the annual analysis
of training needs and in the development of written training plans when complying with the Firm Element
requirements. SROs will also review aggregate firm feedback to determine subject areas that may not be
adequately covered in the firm programs.

14.Q. How should an individual prepare for the Regulatory Element?

14.A. The Regulatory Element computer-based training program is designed to transmit information broadly
applicable to all registered persons regardless of their job functions or registration status (such as Series 6
or Series 7). The Regulatory Element training focuses on compliance, regulatory, ethical, and sales-practice
standards. Its content has been recommended by a group of industry representatives, reviewed by the
Council, and approved by the SROs. The Content Outline For The Regulatory Element more fully explains the
subject matter covered by the Regulatory Element.

15.Q. If the computer-based training is not completed successfully, is there a waiting period before
the computer-based training can be taken again?

15.A. The individual may schedule another appointment at the PROCTOR Center to take the computer-
based training after a one-day waiting period, as long as the 120-day window is still open. If the person does
not complete the computer-based training in the 120-day window, his or her registration will be deemed
inactive until he or she can reschedule an appointment and successfully complete the Regulatory Element. It
is important that computer-based training sessions at PROCTOR Centers be scheduled early in the 120-day
period.

16.Q. Is each sitting for the computer-based training of the Regulatory Element recorded in CRD?

16.A. Yes.

17.Q. What will each Regulatory Element computer session cost?

17.A. The cost is $75, which is intended solely to recoup the costs incurred in developing, monitoring,
updating, and administering the Regulatory Element program. This fee will be adjusted (up or down)
periodically to reflect these costs.

18.Q. What is the rationale behind discontinuing the Regulatory Element after 10 years?

18.A. Because information to be transmitted through the Regulatory Element is primarily of a compliance,
regulatory, ethical, and sales-practice nature, individuals registered for more than 10 years without a
significant disciplinary action presumably have adequately absorbed this material, and this understanding
should be reflected in their manner of doing business. In addition, all registered individuals who are “covered
persons” will continue to be subject to the requirements of the Firm Element throughout their careers.

19.Q. What regulatory consequences will result when an individual does not complete the Regulatory
Element?

19.A. Noncompliance with Regulatory Element requirements will result in an individual's registration being
deemed inactive until the person fulfills all applicable elements. Firms will receive reports identifying persons
whose registrations have become inactive and must ensure that they are not permitted to engage in activities
requiring registration. SROs will also monitor individual and firm compliance with these prohibitions during
routine or special inspections. It is important that computer-based training sessions at PROCTOR Centers be
scheduled early in the 120-day period.

20.Q. May persons deemed inactive receive commissions?
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20.A. Because persons may not conduct business during inactive registration periods, no commissions may
be paid on such business. Trail or residual commissions for business conducted before the inactive period
may be paid.

2. Firm Element

21.Q. What is the Firm Element implementation schedule?

21.A. For most firms, the Firm Element will be a two-tier process. Firms must complete an analysis of their
training needs and prepare their first annual written training plan to address their needs by July 1, 1995. The
actual implementation of a firm's plan must begin no later than January 1, 1996, which will allow firms time
to develop and secure materials, plan budgeting needs, arrange scheduling, and develop record-keeping
procedures. Regulatory examination for Firm Element compliance will also proceed in accordance with this
schedule. For example, written training plans are subject to inspection on or after July 1, 1995, and firm
records should demonstrate programs in progress as of January 1, 1996.

22.Q. Who will be covered by the Firm Element?

22.A. The Firm Element requirements apply to all “covered persons” (registered salespeople, traders, sales
assistants, investment company shareholder servicing agents, investment bankers, and others who have
direct contact with customers in the conduct of a securities sales, trading, or investment banking business,
and their immediate supervisors) for as long as they are considered “covered persons.” The term “customer”
applies to retail, institutional, and investment banking customers, but does not apply to other broker/dealers.

23.Q. Will anyone be grandfathered or exempted?

23.A. No “covered person” is grandfathered or exempted from the Firm Element.

24.Q. Are branch managers “covered persons” within the Firm Element?

24.A. Yes, because they directly supervise salespeople in the branch. If a branch manager also has customer
accounts, then his or her immediate supervisor is a “covered person” as well.

25.Q. Are registered research analysts “covered persons” within the Firm Element?

25.A. Yes, if they engage in sales presentations to customers.

26.Q. Are registered sales assistants or registered investment company shareholder servicing agents
who handle service calls from customers “covered persons” within the Firm Element?

26.A. Yes, if their activities are construed as conducting a securities business in a sales context. The fact that
the firm has decided to register such persons implies that there is enough potential for customer contact of
the type prescribed by the rules for them to be considered a “covered person.”

27.Q. If a “covered person” has an insurance license and fulfills insurance continuing education
obligations, can that substitute for the Firm Element?

27.A. Perhaps it may serve as a portion of the Firm Element requirements relating to insurance-related
securities products. Whether broader training coverage would be required would depend upon whether the
individual participated in a broader range of the firm's products and services.

28.Q. What regulatory consequences will result when a “covered person” does not comply with the
requirements of the Firm Element?

28.A. Failure to attend training required by his or her firm to comply with the Firm Element may subject the
“covered person” to disciplinary action.

29.Q. What will be the content of the Firm Element?

29.A. It will vary. Each firm is required to analyze and evaluate its training needs at least annually. The firm's
size, organizational structure, and scope of business, as well as regulatory developments and the Regulatory
Element performance of its registered persons, will need to be considered in determining training needs.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

503

http://researchhelp.cch.com/License_Agreement.htm


Once its needs are identified, the firm will devise a written training plan to address those needs with training
programs appropriate to its business.

Each firm must then administer its continuing education program in accordance with its annual evaluation and
written plan, and must maintain records documenting the contenting of the programs and completion of the
programs by covered persons or categories of covered persons. Covered persons must take all appropriate
and reasonable steps to participate in continuing education programs as required by the firm.

30.Q. Is there a fixed number of hours of continuing education that each “covered person” must take
in the Firm Element?

30.A. There are no set schedules or required number of hours for the Firm Element, but coverage must be
sufficient to meet the criteria established by SRO rules. For example, it may or may not be necessary to
include every “covered person” within each calendar year if the firm can demonstrate a reasonable allocation
of resources in a well-conceived and executed plan. Firms may need to give priority for specific time periods
to those areas of their business in which the identified needs are greatest.

31.Q. Will training materials be available?

31.A. The Securities Industry/Regulatory Council on Continuing Education has prepared the Guidelines For
Firm Element Training.

As indicated in the Guidelines, Firm Element training should be consistent with each firm's unique needs
and areas of business. Thus, firms will need to develop their own material or obtain assistance from outside
sources such as commercial vendors. Some industry organizations have indicated an intention to produce
materials for widespread use. In any event, the responsibility for the content and appropriateness of the
material rests with the firm.

32.Q. Will SROs or the Council pre-approve training materials and/or programs developed by
members or providers?

32.A. Neither the SROs nor the Council will pre-approve training materials or training programs. SROs will,
however, continue to communicate with members regarding the expectations for the content of training
programs. Also, as the program evolves, it is expected that some curricula content standards will be defined
by the SROs for products and services where heightened regulatory concern exists.

33.Q. Is the annual compliance meeting required under Article III, Section 27 of the NASD Rules of
Fair Practice adequate to demonstrate compliance with the requirements of the Firm Element?

33.A. Probably not. It can certainly be used as an occasion on which to transmit information or conduct
training. However, firms must address their own needs for sales practice and product training and carry out
effective programs. In most instances, a significant expansion of material covered at the annual compliance
meeting probably will be necessary. Also, it may be appropriate to conduct some training before waiting for
scheduled annual compliance meetings.

34.Q. Must each “covered person” meet personally with his or her supervisor annually to determine
the training requirement for that person?

34.A. No. However, some firms may decide to meet to establish individual needs or to discuss training needs
during regular performance reviews.

35.Q. If a firm has significant internal training and education programs already in place, can these be
used to meet the Firm Element requirements?

35.A. Probably, at least in part. For firms with comprehensive ongoing training programs in place, the
requirements may result in expanded record keeping, more formalized planning, and the incorporation of
any minimum criteria specified by the SROs. It is likely, however, that most firms will need to increase their
education and training efforts substantially to meet the Program's requirements.
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36.Q. If a firm prescribes that a particular registered representative take part in the Firm Element
training, must the representative do so?

36.A. Yes. The Program requires firms to implement a training program and to maintain records that clearly
demonstrate its content and its completion by each person or groups of persons identified in the firm's training
plan. Persons who are subject to the Program have an affirmative obligation to participate in training. Failure
to do so could result in disciplinary action against the registered person by his or her firm or by a regulatory
authority.

37.Q. Must a firm develop supervisory procedures that address compliance with the Regulatory and
Firm Elements of the Continuing Education Program?

37.A. Yes. Firms must develop written supervisory procedures designed to reasonably ensure compliance
with the SRO rules governing the Continuing Education Program. No standardized procedures are mandated,
however firms should consider, among other things:

•designating an appropriate manager to oversee compliance with the Program;

•ensuring no improper activities by persons with inactive registrations; and

processes for d esigning Firm Element programs.

38.Q. Will firms that are members of two or more SROs be subject to redundant inspections for
compliance with the continuing education requirements?

38.A. No. The SROs will coordinate their field inspection efforts to avoid any unnecessary regulatory overlap
for joint members. The SROs are especially committed to developing a consistent approach to examining and
enforcing the Firm Element requirements.

4. Content Outline For The Regulatory Element

Six self-regulatory organizations (SROs) - the American Stock Exchange, the Chicago Board Options
Exchange, the Municipal Securities Rulemaking Board, the National Association of Securities Dealers,
the New York Stock Exchange, and the Philadelphia Stock Exchange - have enacted rules establishing
a continuing education program for the securities industry. The rules call for a formal, two-part program,
comprising a Firm Element and a Regulatory Element.

The Firm Element requires broker/dealers to keep employees up to date on job-and product-related subjects
by means of a formal, ongoing training program. Each broker/dealer is required to establish a training process
meeting certain minimum criteria and standards. In developing and implementing the Firm Element, each
broker/dealer must take into consideration its size, structure, scope of business, and regulatory concerns.

The Regulatory Element requires all registered persons to participate in a prescribed computer-based training
session within 120 days of their second, fifth, and tenth registration anniversary dates. The Regulatory
Element is designed to transmit information broadly applicable to all registered persons. The content was
recommended by an industry committee representing a diverse range of broker/dealers, in conjunction with
the Securities Industry/Regulatory Council on Continuing Education, industry regulatory agencies, and SROs.

The Securities Industry Continuing Education Program is intended to ensure that registered securities
industry personnel are informed of issues important to performing their jobs appropriately. Any registered
person who violates industry regulations is subject to disciplinary action, including censure, fines, suspension,
and/or permanent loss of registration and license.

1. The Regulatory Element

The Regulatory Element focuses on compliance, regulatory, ethical, and sales-practice standards. Its content
is derived from rules and regulations, and is based on standards and practices widely accepted within the
industry. Although the specific requirements of certain rules may differ slightly among the different SROs,
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the program is based on standards and principles applicable to all. In certain instances, particular SRO
requirements may be more restrictive than those represented in the program. Additionally, many broker/
dealers limit the types of activities in which their registered employees may engage and/or the investment
products they may represent, or they may require specific approvals for certain functions. Registered
persons are responsible for ensuring that their activities are within the scope permitted by their employing
broker/dealers and conducted in accordance with the rule requirements of all of the SROs and jurisdictions
regulating them.

The Regulatory Element is delivered through a computer-based program in a series of realistic situations and
interactive instruction related to those situations, organized in the following seven modules:

•Registration and reporting issues;

•Communications with the public;

•Suitability;

•Handling customer accounts;

•Business conduct;

•Customer accounts, trade and settlement practices; and

•New and secondary offerings.

Each of these topics is covered thoroughly in its corresponding module, and some may be covered in more
than one module. The content of these modules is outlined below.

A covered registered person must satisfactorily complete all seven modules contained in the program
to satisfy the requirement to complete the Regulatory Element. The program is designed with the intent
of providing ample time to complete all seven modules within the time allotted. Failure to complete the
Regulatory Element within 120 days of the prescribed anniversary dates will result in a person's registration
becoming inactive. Such person will be prohibited from performing any of the functions of a registered person
until the person meets the requirement.

2. Content And Presentation Of The Regulatory Element

Each module is presented through a description of customer-related situations and fact patterns, combined
with interactive questions, answers, and feedback. Unless otherwise specified, the topics are covered at basic
levels of knowledge and understanding. In the process of interacting with the program, participants apply their
existing knowledge and information presented in the modules.

Module 1: Registration And Reporting Issues

1.1 Registration/Licensing Requirements

Requirements of the SROs

State authority and jurisdiction, general requirements for registered representative (RR) and broker/dealer
registration/licensing in states

Conditions, restrictions, and requirements for updating Form U-4

Restrictions on activities of RRs

General registration/licensing requirements for and limitations on activities of investment advisers

Restrictions on activities of non-registered persons

Consequences of violating registration/licensing requirements

1.2 Securities And Exchange Commission (SEC) And SRO Authority And Investigations
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Jurisdiction of SEC, SROs, and state regulators

Obligations for response to regulatory inquiries

Definition and consequences of statutory disqualification [ Section 3(a)(39) of the Securities Exchange Act of
1934]

Settlement of employer-employee disputes

1.3 Blue-Sky Laws, Registration Of Securities

Requirements for securities to be registered or exempt in states in which they are being sold

Distinction between exempt/non-exempt securities

General exemptions from registration

Module 2: Communications With The Public

2.1 Communications With The Public

Definitions, general standards, and required approvals for public communications:

Telephone solicitations, correspondence, advertisements, market letters, research reports, sales literature,
educational material, electronic communications, communications in and with the press, seminars, lectures

Restrictions on telephone solicitations/cold calling

2.2 Customer Complaints And Inquiries

Requirements for reporting, investigation, and documentation

Handling of disputes with customers; arbitration procedures and awards

CRD toll-free number and type of information publicly disclosed in disciplinary records

Module 3: Suitability

3.1 Specific Elements In Evaluating Current Status Of Customer

Financial profile - Balance sheet, income statement, other financial considerations

Life profile - Non-financial investment considerations

Risk tolerance and investment experience

Investment objectives and considerations

Solicited versus unsolicited accounts and transactions

Tax considerations

3.2 Concepts And Implications Related To Risk

Diversification and risk reduction - Concepts and specific responsibilities of the RR

Definitions and examples of types of risk - Liquidity risk, interest rate risk, call risk, credit risk, legislative risk,
purchasing power risk (inflation risk), reinvestment risk, principal risk

Risk characteristics of categories of investments (e.g., equity, debt, asset-backed, mutual funds)

Business cycle - Definition and effects

Effects of national and international events, interest rate fluctuations
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3.3 Monitoring Customer Needs, Objectives, And Portfolio

Obligation and procedures for routine monitoring and updating of customer's financial and life profile,
investment objectives, and portfolio

Module 4: Handling Customer Accounts

4.1 Prohibited/Fraudulent Practices

Definitions and examples of prohibited and improper activities such as insider trading, market manipulations,
entering false orders, misappropriation of funds, stealing/conversion, forgery, unfair and excessive pricing,
unauthorized trading, guarantees to customers, selling away, front running, free-riding, piggy-backing/
shadowing, trading at the close/marking the close, selling dividends, commingling funds, parking, selling to
breakpoints, and churning

4.2 Third-Party Orders And Instructions

Required instructions, requirements for third-party checks, requirements for written authorization for orders

4.3 Account Transfers And Customer Records

General requirements and procedures for transferring accounts

Confidentiality issues and responsibilities related to customer accounts and records; firm ownership of
records

4.4 Gifts And Gratuities

Restrictions on giving and receiving; requirements for approvals

4.5 Sharing Profits And Losses

Restrictions on and allowable circumstances

4.6 “Prudent Man” Rule

Basic principle

4.7 “Chinese Wall” Requirements

General knowledge

Module 5: Business Conduct

5.1 Private Securities Transactions (Private Offerings)

Restrictions, required authorizations, legal risks

5.2 Outside Business Activities

Permitted and prohibited activities - Dual licensing, part-time employment, conflicts of interest

Required notifications/approvals (regulatory and broker/dealer)

5.3 Compensation

Rules, regulations, and standards governing sharing commissions or part of compensation
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5.4 Payment Of Referral Fees (To Non-Affiliated Persons)

Restrictions; approval and disclosure requirements

5.5 Restrictions On Loans To/From Customers

5.6 Conflicts Of Interest And Potentially Illegal Situations

RR awareness, things to watch for, recognition, prohibitions

5.7 Cash Transaction Reporting Requirements

6. Module 6: Customer Accounts, Trade, And Settlement Practices

6.1 Customer Accounts, Documents, Approvals, And Restrictions

Procedures for opening customer accounts, including required approvals, and record keeping

Definitions and requirements related to:

Accounts For Clients Of Investment Advisers - Additional trading authorization required, written evidence of
power of attorney

Discretionary Accounts - Requirements for written authorization and broker/dealer approval; prohibition by
many broker/dealers

Option Accounts - Requirement to provide customer with options disclosure document

Prohibited Accounts - Residents of states in which firm is not authorized (registered) to do business, margin
accounts for fiduciaries

Legally Restricted Accounts - Restrictions/prohibitions on accounts for minors, persons incompetent, entities,
death of customer

Custodial Accounts (UGMA/UTMA) - General requirements and characteristics

Qualified Accounts [such as 401(k)] - Tax advantages, restrictions

Joint Accounts - Characteristics and purpose of accounts as joint tenants with right of survivorship, joint
tenants in common

Broker/Dealer Employee Accounts - Approval of and disclosures, procedures for opening

Obligations of and limits on fiduciaries, limits on the use of powers of attorney

6.2 Regulation T, SRO Margin, And Short-Sale Rules

Distinctions between cash and margin accounts

Appropriate use of margin accounts and associated risks - initial and maintenance concepts

Obligations for informing customers of risks and benefits

6.3 Payment And Delivery For Securities Transactions

General requirements, consequences of non-payment/non-delivery

6.4 Correction Of Errors

Procedures, approvals, and prohibitions

Module 7: New And Secondary Offerings
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7.1 SEC Registration And Prospectus Requirements (Securities Act Of 1933)

General Requirements - Definition of offer prospectus delivery requirements; limits on advertising and other
written materials; prohibition of sales before effective date; use of preliminary prospectus (red herring);
restrictions before, during, and after a distribution; exemptions from registration; restriction on hot issues

New Issues And Securities Trading - Registration requirements, restricted accounts, prospectus
requirements, exemptions from registration

7.2 Securities Investor Protection Corporation (SIPC)

Purpose of SIPC, coverage limits and amounts, disclosures to customers

7.3 Penny-Stock Rules

General knowledge of written suitability and disclosure requirements

5. Guidelines For Firm Element Training

1. Introduction

The Securities Industry/Regulatory Council on Continuing Education (the Council) has developed a Securities
Industry Continuing Education Program. Uniform rules were adopted by the securities industry self-regulatory
organizations (SROs) mandating a two-part program which consists of a Firm Element and a Regulatory
Element.

The Regulatory Element requires that registered persons complete a computer-based training program on
compliance, regulatory, ethical, and sales-practice standards within four months of their second, fifth, and
tenth registration anniversary dates.

The Firm Element requires that each firm, after assessing its own specific needs, develop and implement a
plan for training its covered registered persons. The assessment and plan must be done annually with the
initial assessment and plan completed by July 1, 1995, and implementation beginning no later than January
1, 1996.

To help broker/dealers meet the requirements of the Firm Element, the Council has developed these
guidelines to assist in the planning, development, execution, and documentation of their training programs.
Because the Continuing Education Program represents a major new initiative by the securities industry, it is
likely that the guidelines will be updated in the future to reflect experience gained during, and issues that arise
from, the implementation of the Program.

These guidelines recognize the varying size, scope, and nature of broker/dealers, and the unique and often
diverse lines of business in which each may be engaged. A full-service broker, for instance, may have goals
or concerns that are different from those of a small, limited-product firm, an investment banking or institutional
firm, or even a discount broker. Recognizing these differences and the fact that the training needs of each
firm are just as diverse, the Firm Element provides for each training program to be uniquely tailored to meet
specific needs.

Firms engaged in diverse lines of business or with complex organizational structures may need multiple
training programs. These may be separate plans coordinated to cover appropriate areas, or they may be
incorporated in a single master plan. Likewise, broker/dealers that are separate from, but affiliated with,
another firm must have separate training plans, though these plans may incorporate common elements for
training on common products and/or services. In the case of small firms, those with limited product lines, and
sole proprietorships, the specific needs are uniquely different from those of large or full-service firms. and may
be significantly less complex and narrower in scope.
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The purpose of these guidelines is not to establish a uniform program, but is, rather, to establish a common
approach for the development and implementation of a firm-specific training program that meets the needs
of all types and sizes of firms. These guidelines are not intended to have the effect of rules or regulations,
but should be helpful in enabling firms to comply with SRO rule. However, firms should recognize that the
suggested components or recommended approaches will not create a “safe harbor” and that each firm must
consider for itself what continuing education measures should reasonably be taken.

2. Covered Persons And The Scope Of The Firm Element

The Firm Element imposes a formal requirement on securities firms to provide training for registered persons
who have direct contact with customers in the conduct of securities sales, trading, or investment banking
activities, and for the immediate supervisors of these persons. Under the rules that mandate the Continuing
Education Program, “registered person” means any member, allied member, registered representative,
or other person registered or required to be registered under SRO rules. However, this definition does not
include any such person whose activities are limited solely to the transaction of business on an exchange
floor with members or registered broker/dealers. “Customer” is defined to mean any natural person and any
organization, other than another broker or dealer, executing securities transactions with, through, or receiving
investment banking services from, a member.

Registered persons employed in areas such as research are “covered persons” if they personally engage
in direct sales presentations to customers. For example, a research analyst whose work is limited to the
preparation of written material for distribution to customers or potential customers would not be a covered
person. However, if the analyst's role included personal participation in sales presentations, the analyst would
be covered. Similarly, registered marketing personnel who prepare sales literature for mass distribution or
use by sales personnel would not be covered if they had no personal involvement in sales presentations.
Likewise, a trader dealing only with personnel at other registered broker/dealers would not be covered.
However, a trader having direct contact with individual or institutional customers in a sales context would be
covered. Registered investment banking employees are covered persons if they solicit new business (e.g.,
underwritings or mergers and acquisitions), contact customers or potential customers in an advisory capacity,
or participate in sales presentations related to public offerings. Customer contacts or responses to customer
inquiries on administrative, service, or operations matters do not constitute customer contact for purposes of
determining covered person status.

The goal of the Firm Element is to foster high standards of ethical behavior, and just and equitable principles
of trade, by ensuring that all covered persons are trained regularly and in acceptable depth on investments
or services in which they deal. Covered persons included in a firm's training plan are required to take all
appropriate and reasonable steps to participate as required by the firm.

The SROs periodically may identify issues or investment products that must be covered in the training
programs of firms whose business encompasses those issues or products. In these instances, the SROs may
mandate the coverage of specific areas of regulatory concern and may specify time frames by which those
areas must be covered.

SRO rules do not require specific numbers of hours for Firm Element training; however, to achieve
compliance, coverage must be sufficient to demonstrate good-faith efforts. For example, it may or may not be
necessary to require continuing education for every covered person within each calendar year. In addition, it
may or may not be necessary to conduct training annually relative to the entire range of a firm's products and
services. Firms may need to give priority, for a specific time period, to those areas of their business in which
the identified needs are greatest. In short, firms should be able to demonstrate that a reasonable allocation
of resources in line with the firm's demographics and needs has been made to provide a well-conceived and
executed plan.

Firms with pre-existing comprehensive training programs may be able to satisfy the requirements of the Firm
Element primarily through more formalized planning, the incorporation of any subject matter periodically
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specified by the SROs, and expanded record keeping. Large firms engaged in diverse lines of business
or with complex organizational structures may need to incorporate a variety of training approaches in their
plans, delivering appropriate training to different groups of employees covering different subject areas.
Specialized firms with limited product lines and small firms with only a few employees should be able to
satisfy the requirements of the Firm Element with less elaborate training efforts that demonstrate a thoughtful,
reasonable approach to meeting their identified training needs. Accordingly, in using this booklet, firms should
be guided by that which is specifically applicable to their own identified needs, organizational structure, and
nature of business.

3. Identification Of Training Needs And Development Of Training Plans

The firm should establish overall objectives for its training program in a statement of broad direction or
general intent, arising from the process of defining and analyzing its specific training needs.

1. Analysis Of Training Needs

Each firm is required to conduct an analysis of its overall business annually to identify and target specific
training needs. The results of this analysis should become the basis upon which firms can establish priorities
and develop their own specific annual written training plans. In developing these plans, priority should be
given to issues or products identified as subjects of general regulatory concern, or which have been the
source of significant problems to the firm or elsewhere in the industry. At a minimum, firms should consider
the following factors:

•How economic and market conditions may affect investment products or services offered or to be offered by
the firm;

•Existing and planned business initiatives, especially new services, investment products, and strategies;

•Specific product-and service-related information appropriate for dissemination to covered persons;

•Legal and regulatory developments (e.g., new rules, regulations, or related firm policies);

•Customer complaints, arbitrations, litigations, or other actions involving the firm or its associated persons;

•Feedback and input on critical issues from areas such as compliance and legal, internal audit, trading, and
operations;

•Consideration of sales and marketing strategies related to products and services, with attention to related
suitability and other regulatory issues that reasonably may be anticipated;

•Regulatory reviews, investigations, and disciplinary actions;

•Review of previously used training materials, course critiques, or other training-related documentation that
may reveal unaddressed needs or areas for enhancement;

•Incorporation of applicable information from industry organizations;

•Input from management and registered personnel in various capacities as to additional training that may be
helpful;

•Use of performance reviews and business plans to identify development needs of individuals or groups of
persons within a firm; and

•Aggregate performance of covered associated persons in the Regulatory Element as reported to the firm by
the SROs.

2. Development Of Annual Training Plans

The information derived from the needs analysis should become the primary basis for the written training
plan. In developing the training plan, areas to consider include the firm's products or services, available
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training technology and delivery mechanisms, the geographic location of individuals to be trained, and
whether to deliver the training through internal personnel and facilities or through the use of outside vendors.

In developing a training plan, firms should:

•Identify the general objectives of the specific training programs to be incorporated in the plan;

•Identify the knowledge and skills to be imparted by the programs;

•Identify which specific training programs or activities should apply to specific covered persons or categories
of persons;

•Identify the delivery mechanisms and resource requirements;

•Establish specific time schedules for delivery; and

•Provide for appropriate feedback to evaluate program effectiveness and for planning modifications to existing
programs and developing future programs.

4. Information Standards And Delivery Of Training Programs

1. Minimum Standards For Training Material

A firm's training material must be appropriate for the firm's size, scope of business, and method of operation,
and the securities products, services, and strategies it offers to customers or in which it conducts a trading or
investment banking business. Training material developed by or for a firm to satisfy the requirements of the
Firm Element should include coverage of the following, to the extent that they can be reasonably identified:

•Descriptive information regarding the general investment features of the products, services, or strategies;

•Basic techniques for pricing investment products, services, or strategies;

•Associated risk factors such as business risk, interest rate risk, inflation risk, market risk, and political risk;

•Features that may affect a product's liquidity, taxability, callability, convertibility, and legality for certain
classes of investors;

•Suitability of the products, services, or strategies for different types of investors, considering their investment
objectives and constraints, financial status, and level of sophistication; and

•Applicable regulatory requirements, including standards for communications with the public.

When these points are covered in training materials or presentations, the importance of clearly conveying
appropriate information to customers or prospective customers in recommendations or sales presentations
must be emphasized.

2. Annual Compliance Meeting

The annual compliance meeting required under Article III, Section 27 of the NASD's Rules of Fair Practice
may be used to transmit information or conduct training. In most instances, however, a significant expansion
of material cove red at the annual compliance meeting will be necessary to comply with the Firm Element.
Also, it may be appropriate to transmit some material in a manner more timely than waiting for a scheduled
annual compliance meeting.

3. Timeliness And Flexibility

A firm's training plan must include the intended time schedule for development and delivery. While schedules
may reflect both prioritized training needs and the availability of personnel and facilities, training plans
should be sufficiently flexible to accommodate unforeseen needs. Information related to significant product
developments, unforeseen problems, complaint patterns, or regulatory initiatives should be communicated in
a timely manner.
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4. Delivery Vehicles And Media

Firms have great flexibility in determining the most appropriate methods for the delivery of the training plan.
Activities such as the following may be used alone or in combination, provided they are appropriate to the
content and participants, and are reasonably designed to achieve the firm's training objectives:

•Direct-participation sessions with instructors or discussion leaders (e.g., seminars or lectures);

•Mentor relationships;

•Supervised independent study, assigned reading, or internally generated written material;

•Computer-based training;

•Audiotapes, videotapes, or internal broadcasts; and

•Meetings, video conferences, and telephone conference calls.

Regardless of whether a training presentation involves covered personnel attending a meeting or lecture,
listening to an audiotape, viewing a videotape, or using a similar mechanism, the firm should create
an appropriate training environment. Training to meet the requirements of the Firm Element may be
accomplished in conjunction with meetings or programs with a different primary purpose, provided that the
training itself is conducted in an appropriate setting and that a meaningful amount of time is devoted to it.

All materials and presentations must focus on the best interests of investors and be characterized by
truthfulness, accuracy, and disclosure of material information. The information must, at a minimum, reflect
regulatory and industry standards for communications with the public. Training focused exclusively on selling
skills or prospecting will not meet program requirements. However, information on specific products, services,
or investment strategies may be used, provided such information encompasses associated risks, suitability
considerations, and applicable regulatory requirements.

5. Outside Programs And Vendors

A firm may produce or provide training internally, or may use external sources for some or all of its training
needs, provided that programs and materials meet the firm's identified training needs and consequent plan.
External sources may include institutions of higher education, professional associations and organizations,
and other external vendors. If the firm chooses to use outside vendors or externally developed materials, the
firm retains the overall responsibility to ensure that the content and delivery are appropriate to its identified
needs and meet the requirements of the Firm Element. Likewise, the firm bears the responsibility for required
planning and documentation.

Participation by a covered person in an educational program designed to meet the initial and/or ongoing
requirements of a professional designation program in a field related to the securities industry may qualify
as all or part of the firm's training plan for that person. In such instances, the firm must document and be
prepared to demonstrate that the content is consistent with its training plan and meets the requirements of the
Firm Element in the context of the individual's particular business.

6. Regulatory Review

Training plans, programs, and materials used to satisfy the requirements of the Firm Element are subject
to review by the Securities and Exchange Commission, securities industry SROs, and state securities
regulators. The responsibility for compliance with the requirements of the Firm Element must be clearly
delineated within a firm. Failure to demonstrate compliance with the Firm Element or failure to make
requested items available promptly for review may subject firms, individual registered persons, or their
supervisors to regulatory action. Accordingly, documentation evidencing the conduct of reasonable needs
analyses and the development and implementation of corresponding written training plans for appropriate
participating personnel is extremely important.
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Actual training materials and outlines, as well as detailed records reflecting how the Firm Element plan was
developed, implemented, and administered, must be retained as part of the organization's books and records
requirements under Rules 17a-3 and 17a-4 of the Securities Exchange Act of 1934. In addition, a firm must
retain records documenting covered-person participation in training programs that are part of its Firm Element
plan. The nature of such records will vary depending on the delivery mechanisms used by the firm.

The following are offered only as examples of the diverse methods that may be used and are not intended
to suggest that any one of them should constitute the entirety of a firm's program. In fact, a program using
multiple methods of delivery might best serve the needs of many firms, depending on the extent of their
products and services, the geographic locations of their personnel, and their available technology.

Some firms may disseminate information of critical importance to all employees or specific groups of
employees, and require written acknowledgment that the materials have been received and read. When
classroom presentations and events such as annual compliance meetings are conducted, documentation as
to the nature of material covered (with outlines or scripts) and attendance records must be retained. Likewise,
delivery methods such as computer-based training lend themselves to maintenance of records relative to
specific material covered and who participated in the program.

If information is transmitted through broad-based distributions of internal written communications, or through
vehicles such as direct broadcasts to large numbers of employees, the firm must retain scripts, outlines, or
recordings along with the date and extent of coverage. If this method is a component of the firm's formal Firm
Element program but not the primary or majority part, the practice as described is acceptable. However, if this
is the primary method of meeting the Firm Element Guidelines, appropriate documentation must be obtained
from employees and retained to evidence receipt and understanding of the communications.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  The SROs include the American Stock Exchange, Inc. (AMEX), the Chicago Board Options Exchange,
Incorporated (CBOE), the Municipal Securities Rulemaking Board (MSRB), the National Association of
Securities Dealers, Inc. (NASD), the New York Stock Exchange, Inc. (NYSE), and the Philadelphia Stock
Exchange, Inc. (PHLX).

2  The Council includes representatives from 13 broker/dealers and the six SROs. In addition, the
Securities and Ex change Commission and the North American Securities Administrators Association
(NASAA) have each assigned liaisons to the Council.
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March 10, 1995

  

Market Surveillance

 PLEASE NOTE THAT LIMIT-AT-THE-CLOSE (“LOC”) ORDERS WILL ONCE AGAIN BE PERMITTED
IN FIVE STOCKS ON A PILOT BASIS. LOC ORDERS MAY ONLY BE ENTERED AFTER 3:40 P.M. TO
OFFSET A PUBLISHED IMBALANCE AND CANNOT BE CANCELLED ON EXPIRATION DAYS.

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Revised Procedures for Handling Market-on-Close Orders on
March 17, 1995 (“Expiration Friday”)

As previously announced in Information Memo 94-12, the Securities Exchange Commission has approved
use of limit-at-the-close orders (LOC) in five pilot stocks: DD, MRK, PEP, T and WMT. The Rule has been in
effect on every trading day since April 15, 1994. Detailed discussion is on Page 3 of this Information Memo.

•AUXILIARY OPENING PROCEDURES WILL BE IN EFFECT THIS MONTH AND EVERY MONTH FOR
SELECTED MIDCAP STOCKS AS WELL AS REGULAR PILOT STOCKS.

•NO MOC ORDERS RELATED TO A STRATEGY INCLUDING ANY STOCK INDEX FUTURES, STOCK
INDEX OPTIONS OR OPTIONS ON STOCK INDEX FUTURES IN EXPIRING CONTRACTS MAY BE
ENTERED AFTER 3:40 P.M. IN ANY STOCK. FLOOR BROKERS REPRESENTING SUCH ORDERS MUST
INDICATE THEIR MOC INTEREST TO THE SPECIALIST BY 3:40 P.M.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:40 P.M. IN ANY STOCK.

•AS SOON AS PRACTICABLE, AFTER 3:40 P.M., A SINGLE PUBLICATION OF MOC ORDER
IMBALANCES OF 50,000 SHARES OR MORE WILL BE PUBLISHED IN THE PILOT STOCKS.

•AFTER 3:40 P.M. IN THE PILOT STOCKS, MOC ORDERS MAY ONLY BE ENTERED TO OFFSET
PUBLISHED IMBALANCES.

DETAILED DISCUSSION IS PROVIDED ON THE FOLLOWING PAGES.

The March 17, 1995 expiration Friday Pilot stock lists are attached. Please note that only opening procedures
apply to the Midcap-related list.

1. OPENING PROCEDURES

For each monthly expiration, several auxiliary procedures are necessary to integrate stock orders relating to
expiring contracts into NYSE's opening procedures in a manner that assures an efficient market opening in
each stock as close to 9:30 a.m. as possible. The auxiliary opening procedures applicable on March 17, 1995
are:

1. Order Entry

Stock orders relating to index contracts whose settlement pricing is based upon the March 17, 1995 opening
prices must be received by SuperDot or by the specialist by 9:00 a.m.

- These orders may be cancelled or reduced in size. 1 
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- Stock orders relating to index contracts whose settlement pricing is not based upon the March 17, 1995
opening prices may be entered after 9:00 a.m.

To facilitate early order entry, SuperDot (1) will begin accepting orders at 7:30 a.m. and (2) will accept market
orders of 30,099 shares or less.

“Limit-at-the-opening” (“limit OPG”) orders are permitted, including delivery through Exchange systems.

- Ordinary limit orders may also be entered.

2. Order Identification

Stock orders relating to opening-price settling contracts must be identified “OPG.”

- Firms entering these orders through SuperDot, but unable to identify orders as “OPG”, may use a unique
branch code or firm identifier (mnemonic) to identify these orders. The NYSE Market Surveillance Division (11
Wall Street, 10th Floor) must be advised of the branch code or identifier by March 20, 1995.

- Firms unable to identify these orders in either way, and firms not using SuperDot, must submit a list of all
these orders and related details to the NYSE Market Surveillance Division by March 20, 1995.

3. Dissemination of Order Imbalances

For any of the pilot stocks and for ten selected S&P MidCap 400 Index stocks (lists attached) having a market
order imbalance of 50,000 shares or more at 9:00 a.m., the NYSE will disseminate the size of the order
imbalance via the low-speed ticker and the news services as promptly as practicable after 9:00 a.m.

4. Dissemination of Indications

Except for the auxiliary procedures described above, all stocks, including the pilot stocks and selected
MidCap stocks, are subject to the regular NYSE opening procedures, including price indications where a
substantial price change is anticipated. Dissemination of an indication is mandatory for an opening which
will result in a price change constituting the lesser of 10% or three points from the prior NYSE close, or five
points if the previous close is $100 or higher, unless the price change is less than one point. Fifteen minutes
must elapse between a first indication and a stock's opening. However, when more than one indication is
necessary, a stock may open (1) five minutes after the last indication when it overlaps the prior indication
(e.g., 51 - 53 overlaps 50 - 52, but does not overlap 53 - 55) and (2) ten minutes after the last indication when
it does not overlap the prior indication, provided that 15 minutes must have elapsed from the dissemination of
the first indication.

2. PROCEDURES RELATING TO THE CLOSE

1. Limit-At-The-Close (“LOC”) Orders

The LOC pilot which commenced on April 15, 1994, is integrated with expiration Friday policy.

Current procedures require MOC imbalances of 50,000 shares or more in the pilot stocks to be published on
the tape as soon as practicable after 3:40 p.m. on expiration days, including expiration Fridays. LOC orders
may be entered only if imbalances have been published in DD, MRK, PEP, T, or WMT and must be entered
by 3:55 p.m. On expiration days, LOC orders are irrevocable once entered, except in the case of legitimate
error.

No LOC orders related to a strategy including any stock index futures, stock index options or options on stock
index futures in expiring contracts may be entered in any stock.

An LOC order is one that is entered for execution at the closing price provided that the closing price is at or
within the limit specified. LOC orders may be entered only to offset published imbalances of market-on-close
(“MOC”) orders. They are prioritized on the specialist's book by time of entry and go behind all other orders
on the specialist's book at that price. LOC orders with prices that are better than the closing prices in the
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subject security are guaranteed an execution, unless there is a trading halt in the security. LOC orders at the
closing price are executed in order of time priority with respect to other LOC orders, but are not guaranteed
an execution.

2. Market-On-Close Orders

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. Applicable MOC orders
are those relating to a strategy involving any stock index futures, stock index options, or options on stock
index futures, in all stocks. These procedures have been filed as a rule with the SEC.

The cut-off time is 3:40 p.m. for the entry of MOC orders that relate to a strategy including any expiring stock
index futures, stock index options or options on stock index futures. This requirement applies to all stocks
involving such a strategy, not just pilot stocks. Floor brokers representing such orders must indicate their
MOC interest to the specialist by 3:40 p.m. These closing procedures will be implemented with the March 17,
1995 expiration.

3. Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

4. Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:40 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will continue to be permitted after 3:40 p.m.

5. Special Procedures on Limitation of Entry of Orders and Publication of Imbalances in Pilot Stocks

You must, as stated above and required for all stocks, enter all MOC orders, in positions relating to a strategy
involving any expiring stock index futures, stock index options, or options on stock index futures, by 3:40 p.m.
eastern time. In addition, as described below, there are special limitations regarding the subsequent entry
of orders, and special procedures for publication of imbalances, that are applicable only to pilot stocks (see
attached list). It should be noted that pursuant to the newly amended Rule 13, limit-at-the-close orders in the
LOC pilot stocks only may be entered for execution on the close, in addition to market-on-close orders.

As soon as possible after 3:40 p.m., the Exchange will publish on the tape any imbalance of MOC orders
of 50,000 shares or more that existed at 3:40 p.m. in those pilot stocks. This will be the only MOC order
imbalance publication. If a “No Imbalance” notice is published in a pilot stock, no MOC or LOC orders will
be permitted in that stock. While MOC orders previously entered may be cancelled or reduced in size until
3:40 p.m., once a publication of an imbalance in a pilot stock has been made, any MOC or LOC orders
subsequently entered in such pilot stock will be accepted only to trade on the opposite side of the market in
relation to such published imbalance. The liquidation of positions relating to a strategy involving any stock
index futures, stock index options, or options on stock index futures using MOCorders entered after 3:40 p.m.
is not permitted, even if such orders might offset net reported imbalances.
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Due to cancellations or reductions and entry of offsetting MOC or LOC orders, the imbalance of MOC orders
published as of 3:40 p.m. may not reflect the imbalance that exists at the close.

The procedures stated in this section relate only to the pilot stocks. Regular procedures, including revised
procedures for all stocks that are stated on Pages One through Four, will apply to all other listed securities.

6. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The specialist shall then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction should be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they shall be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

7. “G” Orders

Proprietary orders represented pursuant to Section 11(a) (1) (G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a) (1) (G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

80A. Rule 80A

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on the last trade date prior to each month's expiration.

8. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a) (2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
Robert Ambrosio at (212) 656-5597.
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Robert J. McSweeney

Senior Vice President

                             

Attachments

           

3. Expiration Friday Pilot Stocks - March 17, 1995

   ABT    ABBOTT LABORATORIES

   AXP    AMERICAN EXPRESS COMPANY

   AHP    AMERICAN HOME PRODUCTS CORPORATION

   AIG    AMERICAN INTERNATIONAL GROUP INC.

   T      AMERICAN TELEPHONE AND TELEGRAPH

   AIT    AMERITECH CORP.

   AN     AMOCO CORPORATION

   ARC    ATLANTIC RICHFIELD COMPANY

   BAC    BANKAMERICA CORPORATION

   BEL    BELL ATLANTIC CORPORATION

   BLS    BELLSOUTH CORPORATION
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   BA     BOEING COMPANY

   BMY    BRISTOL MYERS SQUIBB COMPANY

   CHV    CHEVRON CORPORATION

   CCI    CITICORP

   KO     COCA-COLA COMPANY

   DOW    DOW CHEMICAL COMPANY

   DD     DU PONT COMPANY

   EK     EASTMAN KODAK COMPANY

   LLY    ELI LILLY AND COMPANY

   XON    EXXON CORPORATION

   FNM    FEDERAL NATIONAL MORTGAGE ASSOCIATION

   F      FORD MOTOR COMPANY

   GE     GENERAL ELECTRIC COMPANY

   GM     GENERAL MOTORS CORPORATION

   G      GILLETTE COMPANY

   GTE    GTE CORPORATION
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   HWP    HEWLETT-PACKARD COMPANY

   HD     HOME DEPOT INC.

   IBM    INTERNATIONAL BUSINESS MACHINES CORP.

   IP     INTERNATIONAL PAPER COMPANY

   JNJ    JOHNSON AND JOHNSON

   MCD    MCDONALDS CORPORATION

   MRK    MERCK AND COMPANY INC.

   MMM    MINNESOTA MINING AND MANUFACTURING

   MOB    MOBIL CORPORATION

   MOT    MOTOROLA INC.

   NYN    NYNEX CORPORATION

   PEP    PEPSICO INC.

   PFE    PFIZER INC.

   MO     PHILIP MORRIS COS. INC.

   PG     PROCTER AND GAMBLE COMPANY

   RD     ROYAL DUTCH PETROLEUM COMPANY
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   S      SEARS ROEBUCK COMPANY

   *SGP   SCHERING PLOUGH CORP.

   SBC    SOUTHWESTERN BELL CORPORATION

   TX     TEXACO INC.

   UN     UNILEVER N.V. ORD SHARES

   USW    U.S. WEST INC.

   WMT    WAL-MART STORES INC.

   DIS    WALT DISNEY COMPANY

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of March 3, 1995 and
the 20 Major Market Index stocks. The indicated (*) stock has been added to the list. C has been deleted.

        

4. MidCap Index Expiration Friday Stocks - March 17, 1995

   AFL    AFLAC Inc.

   AOC    AON Corp.

   BK     Bank of New York Company, Inc.

   CU     CUC International Inc.

   EMC    EMC Corporation

   FBS    First Bank System Inc.
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   FFM    First Financial Management Corp.

   GME    General Motors Corp. Class E

   MS     Morgan Stanley Group Inc.

   ODP    Office Depot Inc.

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of March 3,
1995. The list remains unchanged from the previous monthly expiration.

                             

5. Expiration Friday

         

Limit-at-the-Close (LOC) Pilot Stocks as of March 17, 1995

   T       American Telephone and Telegraph Co.

   DD      E.I. Dupont DeNemours & Co.

   MRK     Merck and Co., Inc.

   PEP     Pepsico, Inc.

   WMT     Wal-Mart Stores, Inc.

6. MEMORANDUM

Date: March 10, 1995

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) Orders and Limit-at-
the Close (LOC) Orders
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1. Openings

1Q. Can “limit at the opening” (“limit OPG”) orders be entered in the stocks that are not among the
stocks included in the pilot?

1A. Yes. “Limit OPG” orders are permitted in all stocks on expiration Friday. Those orders related to a
strategy in expiring contracts must be entered by 9:00 a.m.

2Q. When can specialists obtain an OARS status request?

2A. At any time after 7:30 a.m., in any stock. (Specialists should review OARS inquiry, freeze and opening
procedures to avoid problems.)

3Q. Must specialists wait until 9:27 a.m. to start the ITS pre-opening application?

3A. No. ITS Pre-Opening notifications may be issued beginning at 9:00 a.m.

4Q. Are “G” orders to sell short at the market handled differently at the opening than at the close on
expiration day?

4A. Yes, “G” short market orders are covered by two different procedures. At the opening they are handled
as they are on any other day. “G” short market orders must yield to all public limit orders at the lowest valid
short tick. At any higher price the “G” shorts need not yield. At the close, “G” market shorts must yield to all
limit orders at the sale price, even if that price is higher than the first valid short tick.

5Q. How should specialists and Floor Officials handle requests to “hold the opening” in the pilot
stocks?

5A. The Exchange has added auxiliary and early procedures with the express purpose of providing a prompt
opening in all stocks, not just the 50 pilot stocks. Brokers should be told to have their opening interest
represented by 9:30 a.m., and assuming adequate pricing information re: substantial disparity from the close,
all stocks should be opened as quickly after 9:30 as possible.

2. MOC and LOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

   1. Example #1   200,000 buy MOC

                    50,000 sell MOC

                    50,000 sell plus MOC

                    25,000 buy minus MOC
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In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

   2. Example #2   100,000 sell MOC

                    50,000 buy MOC

                    25,000 buy minus MOC

                    25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000−B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

3Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4-1/2 - last sale 20 3/8

3A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the existing 20 1/2 sell limit orders have
priority over the MOC sell plus and sell short orders which in this case are treated like limit orders. On the
other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the MOC sell plus and sell short
orders are treated as marketable orders which go ahead of the 20 1/2 sell limit orders.

In the case of a MOC buy minus order, if the last sale was a “plus” or “zero plus” tick, all limit orders at 20
1/4 would have priority. If the last sale was a “minus” or “zero minus” tick, the MOC buy minus orders are
marketable and go ahead of the 20 1/4 limit orders.

4Q. Are MOC “short” at-the-close orders permitted?

4A. Firms may enter “short” MOC orders.

5Q. Should brokers in the Crowd give the specialist their orders prior to the final bell? How should
they be handled by the specialist?

5A. Yes. In the pilot stocks, any brokers in the Crowd handling orders relating to strategies should give their
orders to the specialist by 3:40 p.m., to allow the specialist to arrange a closing price. Such orders should be
handled like “love” orders on the opening.

6Q. Can MOC orders be entered in the pilot stocks if a “No Imbalance” notice is published at 3:40
p.m.?

6A. No MOC orders may be entered if a “No Imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.

7Q. Are limit-at-the-close (LOC) orders permitted?

7A. LOC orders may be entered only in the stocks specifically identified for participation in the LOC pilot.

8Q. What is the priority sequence for execution of LOC orders?

8A. Marketable LOC orders are treated as market orders and must be executed. Such orders include better-
priced (i.e., orders with a limit price better than the closing price) LOC orders to buy and sell long (including
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“G” orders) and better-priced LOC orders to sell short or sell plus, if the closing price would represent a
“double plus tick”.

LOC orders limited to the closing price and better-priced LOC orders to sell short and sell plus that could not
be executed at a price lower than the actual close are sequenced by time priority among themselves, but
behind all other orders at the closing price, and may be executed, depending on the size of the imbalance to
be offset.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.
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Member Firm Regulation

 PLEASE ROUTE TO MARGIN, CASHIER AND COMPLIANCE DEPARTMENTS

TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: MANAGING PARTNER/CHIEF EXECUTIVE OFFICERS AND SUBSCRIBERS

SUBJECT: EXTENSIONS OF TIME ON BEHALF OF CUSTOMERS DURING CONVERSION TO THREE
BUSINESS DAY SETTLEMENT (T+3)

The Securities and Exchange Commission (“SEC”) amended the effective date of Rule 15c6-1 from June 1,
1995 to June 7, 1995 (see Release No. 34-134952 and No. 33-7110 dated November 9, 1994). SEC Rule
15c6-1 establishes three days as the standard settlement date for broker-dealer trades (T+3) with certain
exceptions. The industry determined that the conversion to a T+3 settlement time frame would be most
efficiently accomplished in two steps by utilizing two double settlement days. Therefore, trades executed
on Friday, June 2, 19 95, will settle in the current five business day period; trades on Monday, June 5, and
Tuesday, June 6, will settle four business days later; and trades executed on Wednesday June 7, 1995 will
settle three business days later.

In order to maintain uniformity with the prescribed conversion settlement process, the Exchange will require
member organizations to follow the same two step procedure for requesting initial “extensions of time” on
behalf of customers as prescribed by Regulation T of the Board of Governors of the Federal Reserve System
and Rule 15c3-3(m) of the Securities and Exchange Act of 1934.

1. Regulation T

Regulation T has been amended to require that payment for transactions in cash or margin (federal calls)
accounts be made within one “payment period” of the trade date (see FRB Docket No. 0840 effective
November 25, 1994). “Payment period” is defined as the number of business days in the standard U.S.
securities settlement cycle (SEC Rule 15c6-1) plus two business days. Accordingly, request for initial
“extensions of time” during the conversion to T+3 settlement and thereafter will be as follows:

   Trade Date          Settlement Date    Extension Date

   Friday, June 2      Friday, June 9     Tuesday, June 13

   Monday, June 5      Friday, June 9     Tuesday, June 13

   Tuesday, June 6     Monday, June 12    Wednesday, June 14

   Wednesday, June 7   Monday, June 12    Wednesday, June 14
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   Thursday, June 8    Tuesday, June 13   Thursday, June 15

For trades of Thursday, June 8, and thereafter, these “extensions of time” will be due five (5) business days
after trade date. A “business day” is defined as any day on which a broker/dealer is open for business,
therefore, every day the Exchange is open for business is a business day. Bank holidays, where the
Exchange is open, are also considered a business day.

2. SEC Rule 15c3-3(m)

SEC Rule 15c3-3(m) requires brokers and dealers to “buy-in” any securities sold by a customer (other than
a short sale) if possession of the securities sold has not been obtained by the broker or dealer within ten (10)
business days after settlement date of the sale. Accordingly, requests for initial “extensions of time” during the
conversion to T+3 settlement and thereafter will be as follows:

   Trade Date          Settlement Date    Extension Date

   Friday, June 2      Friday, June 9     Friday, June 23

   Monday, June 5      Friday, June 9     Friday, June 23

   Tuesday, June 6     Monday, June 12    Monday, June 26

   Wednesday, June 7   Monday, June 12    Monday, June 26

   Thursday, June 8    Tuesday, June 13   Tuesday, June 27

For trades of Thursday, June 8, and thereafter these “extensions of time” for regular way trades will be due
thirteen (13) business days after trade date.

3. Extension Time Periods

The Exchange has determined to maintain the current time periods provided on requests for “extensions of
time” and the limits as to the number of extensions permitted by reason code and in total by customer. These
time periods and limits are prescribed in the Interpretation Handbook on page 6450 for Regulation T and
page 572 for SEC Rule 15c3-3(n).

4. Multi/Additional Extension Requests

All multi/additional requests for extensions are to be received by the Exchange on the date the initial
extension request expires. For example, currently an initial Regulation T extension request for seven (7)
days on June 12, for trades of June 1, would require any additional request be due on June 19. After June
7, a request for seven (7) days initially made on June 15, for trades of June 8, would require any additional
request be due on June 22.

Questions regarding this memorandum should be directed to Richard Nowicki (212) 656-3295 or Patricia Neil
(212) 656-5227.

Raymond J. Hennessy
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Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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March 10, 1995

  

Member Firm Regulation

 TO: All Members and Member Organizations

ATTENTION: Chief Executive Officer/Managing Partner, Legal and Compliance Departments

SUBJECT: Adler Coleman Clearing Corporation - SIPC Liquidation

1. Adler Coleman Clearing Corporation (Adler) ceased conducting a securities business on February 26,
1995.

On Monday, February 27, 1995, the Securities Investor Protection Corporation (SIPC) obtained a federal
court order appointing a trustee for the liquidation of Adler's business. The SIPC Trustee can be contacted at
the following address:

Edwin B. Mishkin, Esq.

Trustee of the Liquidation of

Adler, Coleman Clearing Corp.

Cleary, Gottlieb, Steen & Hamilton

One Liberty Plaza

New York, New York 10006

General Inquiries

Telephone Number (212) 422-9780

Specific Questions can be faxed to David Moody

Fax Number (212) 225-3999

The Trustee for Adler, in a notice dated March 7, 1995, announced that the Bankruptcy Court of the Southern
District of New York approved agreements between the Trustee and three clearing brokers, JB Oxford & Co.,
Inc., U.S. Clearing Corp., and Hanifen, Imhoff Clearing Corp. to accept and service substantially all customer
accounts introduced to Adler by brokers other than Hanover Sterling. It is anticipated that the accounts will be
transferred to the new clearing brokers as soon as practical.

The possibility exists that the accounts could be moved within the next two weeks. Under each of the
agreements, customers may move their accounts to other brokers at no charge within three months of the
initial date of transfer. The attachment provides specifics as to which Adler brokers/correspondents will be
transferred to each of the above mentioned clearing brokers.

The agreement also allows for the transfer of 66% of the net equity in Adler's introducing brokers or
correspondents proprietary accounts. However, the transfer of these assets will only occur if Adler's
introducing brokers or correspondents execute an indemnity agreement with the Trustee, which gives
the Trustee the right to reclaim assets, if necessary. In addition, the SEC has determined that the value
of brokers' assets permitted to be transferred may be considered allowable for net capital computation
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purposes. The non-transferable assets, however, including clearing deposits, will still be considered
encumbered, and therefore non-allowable in the broker's net capital computation.

NSCC and DTC have issued a number of important notices to all of their participants indicating the steps to
be followed for settlement of transactions. If you have not received notices for NSCC or DTC, please contact
the appropriate entity for a copy.

Any questions relating to the status of accounts should be directed to SIPC or the appropriate clearing
organization. Other inquiries may be directed to either Warren Levine at (212) 656-5454 or Jeffrey Zinn at
(212) 656-5490.

Salvatore Pallante

Senior Vice President

                                

2. Attachment

   JB Oxford & Co., Inc.

   Baldwin (Leigh) & Co., Inc.       Lek, Schoenau & Co., Inc.

   Bellmore Asset Management         Lynch, Jones & Ryan

   Biltmore International            M Ramsey King Securities

   Biltmore Securities, Inc.         M.C. Harrison & Co.

   Blackford Securities Corp.        Maclaren Securities, Inc.

   BMS Securities, Inc.              Mentor Securities

   CTAS                              Monroe Parker Securities, Inc.

   Datek Securities Corp.            Pacific Capital Management

   Eneric Financial Services, Inc.   Richard A. Roseblatt & Co.
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   FIBA Nordic Securities, Inc.      Rickel & Associates, Inc.

   Greenway Capital Corp.            Roberts & Ryan Investments, Inc.

   Helix Securities, Inc.            SK International

   John D. McKeown & Co., Inc.       Strategic Risk Management

   J S F Securities Corp.            Stratton Oakmont Inc.

   Kalin Associates, Inc.            Todd & Todd Investors

   Lancaster, Leeds & Co., Inc.      Wall Street Investment Corp.

   U.S. Clearing Corp.

   Acher Wollman                     Garden State Securities

   AFC Partners                      Magna Investment Group, Inc.

   Ash & Company                     Mascera & Co., Inc.

   CMJ Specialist                    Sharpe Capital, Inc.

   Farina & Co.                      Wolff, Hansen & Company

   Hanifen, Imhoff Clearing Corp.

   A.R. Baron & Co., Inc.            Duke & Company

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Member Firm Regulation

 TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, LEGAL AND COMPLIANCE
DEPARTMENTS

SUBJECT: ADOPTION OF AMENDMENTS TO RULE 722, “SUPERVISION OF ACCOUNTS”

On January 30, 1995, the Securities and Exchange Commission approved amendments to Exchange Rule
722 (see Securities Exchange Act Release No. 34-35298). A copy of the amendments is attached as Exhibit
A.

Rule 722(c) sets forth the requirements for maintenance of records by members and member organizations
with respect to customer options accounts and transactions. Formerly, the rule provided that, for supervisory
purposes, both the branch office servicing an options customer's account and the principal supervisory office
having jurisdiction over that branch office retain account statements and other financial and background
information for the account.

With recent advances in data storage and retrieval (e.g., optical disks, fax machines, microfiche, etc.),
coupled with growing expenses of storing original records on-site, members and member organizations
increasingly are storing their records in central locations away from principal supervisory offices.

The amendments to Rule 722 permit members and member organizations to satisfy the record retention
requirements for options accounts by storing required options account information in locations other than the
respective principal supervisory office for the options accounts, provided such account information is readily
accessible and promptly retrievable. For purposes of this rule, readily accessible and promptly retrievable
shall mean by noon of the next business day. These amendments do not change the requirement to retain
options account records in branch offices.

Exchange examiners, during the course of regular field examinations, will periodically examine the document
retrieval capabilities of members and member organizations using off-site document storage arrangements.

Any questions relating to these amendments may be directed to Patricia Dorilio at (212) 656-2744 or Mary
Anne Furlong at (212) 656-4823.

Salvatore Pallante

Senior Vice President

A. Exhibit A

Additions Underscored

722. Rule 722 - Supervision of Accounts

(a) and (b) No change.

Maintenance of Customer Records

(c) Background and financial information of customers who have been approved for option transactions
shall be maintained at both the branch office servicing the customers' accounts and the principal supervisory
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office having jurisdiction over that branch office. Copies of account statements of options customers shall
be maintained at both the branch office supervising the accounts and the principal supervisory office having
jurisdiction over that branch for the most recent six-month period. With respect solely to the above-noted
record retention requirements applicable to principal supervisory offices, however, the customer information
and account statements may be maintained at a location other than the principal supervisory office if such
documents and information are readily accessible and promptly retrievable. Other records necessary to the
proper supervision of accounts shall be maintained at a place easily accessible both to the branch office
servicing the customer's account and to the principal supervisory office having jurisdiction over that branch
office.

… Supplementary Material

10. .10 No Change

20. .20 Each member organization shall maintain, at the principal supervisory office having jurisdiction over
the office servicing the customer's account, or have readily accessible and promptly retrievable, information
to permit review of each customer's options account on a timely basis to determine (i) the compatibility of
options transactions with investment objectives and with the types of transactions for which the account was
approved; (ii) the size and frequency of options transactions; (iii) commission activity in the account; (iv) profit
or loss in the account; (v) undue concentration in any class or classes of options; and (vi) compliance with the
provisions of Regulation T of the Federal Reserve Board.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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February 14, 1995

  

Member Firm Regulation

 PLEASE ROUTE TO TRAINING, COMPLIANCE/LEGAL AND REGISTRATION DEPARTMENTS.

TO: Members and Member Organizations

ATTENTION: Managing Partners/Chief Executive Officers/Branch Managers and Training and Human
Resources Directors

SUBJECT: Continuing Education Program Educational Seminars

Seminars on the proposed SRO rules mandating an industry-wide continuing educational program will be
conducted at four locations as follows:

   March 7                            San Francisco

   March 9                               Chicago

   March 14                              Atlanta

   March 15                             New York

The Securities Industry Continuing Education Program Seminar will provide information regarding the nature
of the program, obligations of member organizations and their associated persons and guidance for preparing
required individual firm training programs. A BROCHURE DESCRIBING THE SEMINARS IS ENCLOSED.

In December, 1994 the Exchange and five other industry self-regulatory organizations submitted rule
proposals to the Securities and Exchange Commission to establish a formal industry wide continuing
education program. The proposed rules were developed by the SROs in response to recommendations made

by the Securities Industry/Regulatory Council on Continuing Education 1  .

The Securities and Exchange Commission approved the rules on February 8, 1995. THE PROGRAM
REQUIREMENTS ARE SCHEDULED TO BECOME EFFECTIVE JULY 1, 1995, WITH RESPECT TO THE
FIRM ELEMENT, MEMBERS AND MEMBER ORGANIZATIONS WILL ALSO BE REQUIRED BY JULY
1, 1995 TO HAVE THEIR TRAINING NEEDS ANALYSES AND TRAINING PLANS COMPLETED AND
AVAILABLE FOR REVIEW BY EXCHANGE EXAMINERS.

A comprehensive update on the program requirements and guidelines for compliance will be circulated to
members and member organizations in early February, 1995.

Questions regarding continuing education can be directed to Gregory Tyler at (212) 656-2156.

enclosure

Salvatore Pallante
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Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  The Council consists of thirteen representatives from a diverse range of broker-dealers, representatives
from the six self-regulatory organizations (SROs) and liaison from the Securities and Exchange
Commission and North American Securities Administrators Association. The SROs represented
include; the American Stock Exchange, the Chicago Board Options Exchange, the Municipal Securities
Rulemaking Board, the National Association of Securities Dealers, the New York Stock Exchange and
the Philadelphia Stock Exchange.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 95-5

Click to open document in a browser

February 10, 1995

  

Market Surveillance

 PLEASE NOTE THAT LIMIT-AT-THE-CLOSE (“LOC”) ORDERS WILL ONCE AGAIN BE PERMITTED
IN FIVE STOCKS ON A PILOT BASIS. LOC ORDERS MAY ONLY BE ENTERED AFTER 3:40 P.M. TO
OFFSET A PUBLISHED IMBALANCE AND CANNOT BE CANCELLED ON EXPIRATION DAYS.

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Revised Procedures for Handling Market-on-Close Orders on
February 17, 1995 (“Expiration Friday”)

As previously announced in Information Memo 94-12, the Securities Exchange Commission has approved
use of limit-at-the-close orders (LOC) in five pilot stocks: DD, MRK, PEP, T and WMT. The new Rule has
been in effect on every trading day since April 15, 1994. Detailed discussion is on Page 3 of this Information
Memo.

•AUXILIARY OPENING PROCEDURES WILL BE IN EFFECT THIS MONTH AND EVERY MONTH FOR
SELECTED MIDCAP STOCKS AS WELL AS REGULAR PILOT STOCKS.

•NO MOC ORDERS RELATED TO A STRATEGY INCLUDING ANY STOCK INDEX FUTURES, STOCK
INDEX OPTIONS OR OPTIONS ON STOCK INDEX FUTURES IN EXPIRING CONTRACTS MAY BE
ENTERED AFTER 3:40 P.M. IN ANY STOCK. FLOOR BROKERS REPRESENTING SUCH ORDERS MUST
INDICATE THEIR MOC INTEREST TO THE SPECIALIST BY 3:40 P.M.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:40 P.M. IN ANY STOCK.

•AS SOON AS PRACTICABLE, AFTER 3:40 P.M., A SINGLE PUBLICATION OF MOC ORDER
IMBALANCES OF 50,000 SHARES OR MORE WILL BE PUBLISHED IN THE PILOT STOCKS.

•AFTER 3:40 P.M. IN THE PILOT STOCKS, MOC ORDERS MAY ONLY BE ENTERED TO OFFSET
PUBLISHED IMBALANCES.

DETAILED DISCUSSION IS PROVIDED ON THE FOLLOWING PAGES.

The February 17, 1995 expiration Friday Pilot stock lists are attached. Please note that only opening
procedures apply to the Midcap-related list.

1. OPENING PROCEDURES

For each monthly expiration, several auxiliary procedures are necessary to integrate stock orders relating to
expiring contracts into NYSE's opening procedures in a manner that assures an efficient market opening in
each stock as close to 9:30 a.m. as possible. The auxiliary opening procedures applicable on February 17,
1995 are:

1. Order Entry

Stock orders relating to index contracts whose settlement pricing is based upon the February 17, 1995
opening prices must be received by SuperDot or by the specialist by 9:00 a.m.
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- These orders may be cancelled or reduced in size. 1 

- Stock orders relating to index contracts whose settlement pricing is not based upon the February 17, 1995
opening prices may be entered after 9:00 a.m.

To facilitate early order entry, SuperDot (1) will begin accepting orders at 7:30 a.m. and (2) will accept market
orders of 30,099 shares or less.

“Limit-at-the-opening” (“limit OPG”) orders are permitted, including delivery through Exchange systems.

- Ordinary limit orders may also be entered.

2. Order Identification

Stock orders relating to opening-price settling contracts must be identified “OPG.”

- Firms entering these orders through SuperDot, but unable to identify orders as “OPG”, may use a unique
branch code or firm identifier (mnemonic) to identify these orders. The NYSE Market Surveillance Division (11
Wall Street, 10th Floor) must be advised of the branch code or identifier by February 21, 1995.

- Firms unable to identify these orders in either way, and firms not using SuperDot, must submit a list of all
these orders and related details to the NYSE Market Surveillance Division by February 21, 1995.

3. Dissemination of Order Imbalances

For any of the pilot stocks and for ten selected S&P MidCap 400 Index stocks (lists attached) having a market
order imbalance of 50,000 shares or more at 9:00 a.m., the NYSE will disseminate the size of the order
imbalance via the low-speed ticker and the news services as promptly as practicable after 9:00 a.m.

4. Dissemination of Indications

Except for the auxiliary procedures described above, all stocks, including the pilot stocks and selected
MidCap stocks, are subject to the regular NYSE opening procedures, including price indications where a
substantial price change is anticipated. Dissemination of an indication is mandatory for an opening which
will result in a price change constituting the lesser of 10% or three points from the prior NYSE close, or five
points if the previous close is $100 or higher, unless the price change is less than one point. Fifteen minutes
must elapse between a first indication and a stock's opening. However, when more than one indication is
necessary, a stock may open (1) five minutes after the last indication when it overlaps the prior indication
(e.g., 51 - 53 overlaps 50 - 52, but does not overlap 53 - 55) and (2) ten minutes after the last indication when
it does not overlap the prior indication, provided that 15 minutes must have elapsed from the dissemination of
the first indication.

2. PROCEDURES RELATING TO THE CLOSE

1. Limit-At-The-Close (“LOC”) Orders

The LOC pilot which commenced on April 15, 1994 is integrated with expiration Friday policy.

Current procedures require MOC imbalances of 50,000 shares or more in the pilot stocks to be published on
the tape as soon as practicable after 3:40 p.m. on expiration days, including expiration Fridays. LOC orders
may be entered only if imbalances have been published in DD, MRK, PEP, T, or WMT and must be entered
by 3:55 p.m. On expiration days, LOC orders are irrevocable once entered, except in the case of legitimate
error.

No LOC orders related to a strategy including any stock index futures, stock index options or options on stock
index futures in expiring contracts may be entered in any stock.

An LOC order is one that is entered for execution at the closing price provided that the closing price is at or
within the limit specified. LOC orders may be entered only to offset published imbalances of market-on-close
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(“MOC”) orders. They are prioritized on the specialist's book by time of entry and go behind all other orders
on the specialist's book at that price. LOC orders with prices that are better than the closing prices in the
subject security are guaranteed an execution, unless there is a trading halt in the security. LOC orders at the
closing price are executed in order of time priority with respect to other LOC orders, but are not guaranteed
an execution.

2. Market-On-Close Orders

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. Applicable MOC orders
are those relating to a strategy involving any stock index futures, stock index options, or options on stock
index futures, in all stocks. These procedures have been filed as a rule with the SEC.

The cut-off time is 3:40 p.m. for the entry of MOC orders that relate to a strategy including any expiring stock
index futures, stock index options or options on stock index futures. This requirement applies to all stocks
involving such a strategy, not just pilot stocks. Floor brokers representing such orders must indicate their
MOC interest to the specialist by 3:40 p.m. These closing procedures will be implemented with the February
17, 1995 expiration.

3. Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

4. Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:40 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will continue to be permitted after 3:40 p.m.

5. Special Procedures on Limitation of Entry of Orders and Publication of Imbalances in Pilot Stocks

You must, as stated above and required for all stocks, enter all MOC orders, in positions relating to a strategy
involving any expiring stock index futures, stock index options, or options on stock index futures, by 3:40 p.m.
eastern time. In addition, as described below, there are special limitations regarding the subsequent entry
of orders, and special procedures for publication of imbalances, that are applicable only to pilot stocks (see
attached lists). It should be noted that pursuant to the newly amended Rule 13, limit-at-the-close orders in the
LOC pilot stocks only may be entered for execution on the close, in addition to market-on-close orders.

As soon as possible after 3:40 p.m., the Exchange will publish on the tape any imbalance of MOC orders
of 50,000 shares or more that existed at 3:40 p.m. in those pilot stocks. This will be the only MOC order
imbalance publication. If a “No Imbalance” notice is published in a pilot stock, no MOC or LOC orders will
be permitted in that stock. While MOC orders previously entered may be cancelled or reduced in size until
3:40 p.m., once a publication of an imbalance in a pilot stock has been made, any MOC or LOC orders
subsequently entered in such pilot stock will be accepted only to trade on the opposite side of the market in
relation to such published imbalance. The liquidation of positions relating to a strategy involving any stock
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index futures, stock index options, or options on stock index futures using MOCorders entered after 3:40 p.m.
is not permitted, even if such orders might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC or LOC orders, the imbalance of MOC orders
published as of 3:40 p.m. may not reflect the imbalance that exists at the close.

The procedures stated in this section relate only to the pilot stocks. Regular procedures, including revised
procedures for all stocks that are stated on Pages One through Four, will apply to all other listed securities.

6. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The specialist may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction should be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they may be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

7. “G” Orders

Proprietary orders represented pursuant to Section 11(a) (1) (G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a) (1) (G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

80A. Rule 80A

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on the last trade date prior to each month's expiration.

8. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a) (2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.
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Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
Robert Ambrosio at (212) 656-5597.

Robert J. McSweeney

Senior Vice President

                             

Attachments

        

3. Expiration Friday Pilot Stocks - February 17, 1995

   ABT   ABBOTT LABORATORIES

   AXP   AMERICAN EXPRESS COMPANY

   AHP   AMERICAN HOME PRODUCTS CORPORATION

   AIG   AMERICAN INTERNATIONAL GROUP INC.

   T     AMERICAN TELEPHONE AND TELEGRAPH

   AIT   AMERITECH CORP.

   AN    AMOCO CORPORATION

   ARC   ATLANTIC RICHFIELD COMPANY

   BAC   BANKAMERICA CORPORATION

   BEL   BELL ATLANTIC CORPORATION
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   BLS   BELLSOUTH CORPORATION

   BA    BOEING COMPANY

   BMY   BRISTOL MYERS SQUIBB COMPANY

   CHV   CHEVRON CORPORATION

   C     CHRYSLER CORP.

   CCI   CITICORP

   KO    COCA-COLA COMPANY

   DOW   DOW CHEMICAL COMPANY

   DD    DU PONT COMPANY

   EK    EASTMAN KODAK COMPANY

   LLY   ELI LILLY AND COMPANY

   XON   EXXON CORPORATION

   FNM   FEDERAL NATIONAL MORTGAGE ASSOCIATION

   F     FORD MOTOR COMPANY

   GE    GENERAL ELECTRIC COMPANY

   GM    GENERAL MOTORS CORPORATION
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   G     GILLETTE COMPANY

   GTE   GTE CORPORATION

   HWP   HEWLETT-PACKARD COMPANY

   HD    HOME DEPOT INC.

   IBM   INTERNATIONAL BUSINESS MACHINES CORP.

   IP    INTERNATIONAL PAPER COMPANY

   JNJ   JOHNSON AND JOHNSON

   MCD   MCDONALDS CORPORATION

   MRK   MERCK AND COMPANY INC.

   MMM   MINNESOTA MINING AND MANUFACTURING

   MOB   MOBIL CORPORATION

   MOT   MOTOROLA INC.

   NYN   NYNEX CORPORATION

   PEP   PEPSICO INC.

   PFE   PFIZER INC.

   MO    PHILIP MORRIS COS. INC.
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   PG    PROCTER AND GAMBLE COMPANY

   RD    ROYAL DUTCH PETROLEUM COMPANY

   S     SEARS ROEBUCK COMPANY

   SBC   SOUTHWESTERN BELL CORPORATION

   TX    TEXACO INC.

   UN    UNILEVER N.V. ORD SHARES

   USW   U.S. WEST INC.

   WMT   WAL-MART STORES INC.

   DIS   WALT DISNEY COMPANY

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of February 3, 1995
and the 20 Major Market Index stocks. The list remains unchanged from the previous monthly expiration.

          

4. MidCap Index Expiration Friday Stocks - February 17, 1995

   *AFL       AFLAC Inc.

   AOC        AON Corp.

   BK         Bank of New York Company, Inc.

   CU         CUC International Inc.

   EMC        EMC Corporation
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   FBS        First Bank System Inc.

   FFM        First Financial Management Corp.

   GME        General Motors Corp. Class E

   MS         Morgan Stanley Group Inc.

   ODP        Office Depot Inc.

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of February 3,
1995. The indicated (*) stocks have been added to the list. SCI has been deleted.

                            

5. Expiration Friday

         

Limit-at-the-Close (LOC) Pilot Stocks - February 17, 1995

   T        American Telephone and Telegraph Co.

   DD       E.I. Dupont DeNemours & Co.

   MRK      Merck and Co., Inc.

   PEP      Pepsico, Inc.

   WMT      Wal-Mart Stores, Inc.

6. MEMORANDUM

Date: February 10, 1995

To: All Floor Members
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From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) and Limit-at-the
Close (LOC) Orders

1. Openings

1Q. Can “limit at the opening” (“limit OPG”) orders be entered in the stocks that are not among the
stocks included in the pilot?

1A. Yes. “Limit OPG” orders are permitted on expiration Friday. Those orders related to a strategy in expiring
contracts must be entered by 9:00 a.m.

2Q. When can specialists obtain an OARS status request?

2A. At any time after 7:30 a.m., in any stock. (Specialists should review OARS inquiry, freeze and opening
procedures to avoid problems.)

3Q. Must specialists wait until 9:27 a.m. to start the ITS pre-opening application?

3A. No. ITS Pre-Opening notifications may be issued beginning at 9:00 a.m.

4Q. Are “G” orders to sell short at the market handled differently at the opening than at the close on
expiration day?

4A. Yes, “G” short market orders are covered by two different procedures. At the opening they are handled
as they are on any other day. “G” short market orders must yield to all public limit orders at the lowest valid
short tick. At any higher price the “G” shorts need not yield. At the close, “G” market shorts must yield to all
limit orders at the sale price, even if that price is higher than the first valid short tick.

5Q. How should specialists and Floor Officials handle requests to “hold the opening” in the pilot
stocks?

5A. The Exchange has added auxiliary and early procedures with the express purpose of providing a prompt
opening in all stocks, not just the 50 pilot stocks. Brokers should be told to have their opening interest
represented by 9:30 a.m., and assuming adequate pricing information re: substantial disparity from the close,
all stocks should be opened as quickly after 9:30 as possible.

2. MOC Orders and LOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

2A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

   1. Example #1   200,000 buy MOC

                    50,000 sell MOC
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                    50,000 sell plus MOC

                    25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

   2. Example #2   100,000 sell MOC

                    50,000 buy MOC

                    25,000 buy minus MOC

                    25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000−B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

3Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4-1/2 - last sale 20 3/8

3A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the existing 20 1/2 sell limit orders have
priority over the MOC sell plus and sell short orders which in this case are treated like limit orders. On the
other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the MOC sell plus and sell short
orders are treated as marketable orders which go ahead of the 20 1/2 sell limit orders.

In the case of a MOC buy minus order, if the last sale was a “plus” or “zero plus” tick, all limit orders at 20
1/4 would have priority. If the last sale was a “minus” or “zero minus” tick, the MOC buy minus orders are
marketable and go ahead of the 20 1/4 limit orders.

4Q. Are MOC “short” at-the-close orders permitted?

4A. Firms may enter “short” MOC orders.

5Q. Should brokers in the Crowd give the specialist their orders prior to the final bell? How should
they be handled by the specialist?

5A. Yes. In the pilot stocks, any brokers in the Crowd handling orders relating to strategies should give their
orders to the specialist by 3:40 p.m., to allow the specialist to arrange a closing price. Such orders should be
handled like “love” orders on the opening.

6Q. Can MOC orders be entered in the pilot stocks if a “No Imbalance” notice is published at 3:40
p.m.?

6A. No MOC orders may be entered if a “No Imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.

7Q. Are limit-at-the-close (LOC) orders permitted?

7A. LOC orders may be entered only in the stocks specifically identified for participation in the LOC pilot.
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8Q. What is the priority sequence for execution of LOC orders?

8A. Marketable LOC orders are treated as market orders and must be executed. Such orders include better-
priced (i.e., orders with a limit price better than the closing price) LOC orders to buy and sell long (including
“G” orders) and better-priced LOC orders to sell short or sell plus, if the closing price would represent a
“double plus tick”.

LOC orders limited to the closing price and better-priced LOC orders to sell short and sell plus that could not
be executed at a price lower than the actual close are sequenced by time priority among themselves, but
behind all other orders at the closing price, and may be executed, depending on the size of the imbalance to
be offset.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.
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Member Firm Regulation

 PLEASE ROUTE TO TRAINING, COMPLIANCE AND LEGAL DEPARTMENTS

TO: Members and Member Organizations

ATTENTION: Managing Partners/Chief Executive Officers and Branch Managers

SUBJECT: Approval of the Revision of the General Securities Sales Supervisor Qualification Examination
(Series 8)

The Exchange has been working with a committee of staff from other self-regulatory organizations (the
American Stock Exchange, the Chicago Board Options Exchange, the Municipal Securities Rulemaking
Board, the National Association of Securities Dealers, the Philadelphia Stock Exchange) and industry
representatives to update the General Securities Sales Supervisor Qualification Examination (Series 8) to
reflect current supervisory responsibilities of general securities sales supervisors. The SEC has approved the
revised examination specifications. (Securities and Exchange Commission Release #34-34967.)

The total number of questions remains 200. The number of questions in the general securities portion of
the examination (Part II, Section 1-4, 100 questions) has not changed, but the question allotments across
sections 1-4 have been adjusted. Part I still contains two sections, one covering options and the other
covering municipal securities. The number of questions allotted to options (Section 5, 55 questions) and
municipal securities (Section 6, 45 questions) has not changed. Scoring remains the same: To pass the
examination, a candidate must receive at least a 70% score on the options module and at least a 70% score
on the general module and municipal securities section combined.

The examination content has been brought up-to-date for changes in rules and regulations, new products that
have been created, and changes in industry practice. The content focus of the examination has been refined
to concentrate more on the supervisory duties of a Series 8 registered person. Consequently, the question
bank has been revised to delete questions dealing with routine calculations and basic product knowledge.
Index options, foreign currency options and debt options have been added to Section 5, Regulation of
Options.

Administration of the revised examination will commence May 1, 1995. The examination will continue to
be given on the PROCTOR system. For information on qualification and registration procedures, contact
the Qualifications and Registration Section, New York Stock Exchange, 20 Broad Street, 22nd floor, New
York, New York 10005 (Juan Vazquez, 212-656-4814). For a copy of the content outline, contact Linda
Williams (212-656-2578). For further information on the content of the examination, contact JoEllen Carlson
(212-656-2555) or Anthony Colonna (212-656-2741).

Salvatore Pallante

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
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February 2, 1995

  

Member Firm Regulation

 PLEASE ROUTE TO TRAINING, COMPLIANCE AND LEGAL DEPARTMENTS.

TO: Members and Member Organizations

ATTENTION: Training and Human Resources Directors/Managing Partners/Chief Executive Officers and
Branch Managers

SUBJECT: Approval of the Revision of the General Securities Registered Representative Examination
(Series 7)

In early 1993, the Exchange formed an industrywide committee and initiated a comprehensive review of the
content outline and specifications for the General Securities Registered Representative Examination (Series
7). The committee included both industry participants and staff representatives of the Exchange and five
other self-regulatory organizations (the American Stock Exchange, the Chicago Board Options Exchange, the
Municipal Securities Rulemaking Board, the National Association of Securities Dealers, and the Philadelphia
Stock Exchange). The 10 industry members of the committee included branch/sales managers, compliance
officers, training personnel, and registered representatives (RRs).

The committee reviewed the critical functions performed by RRs and the specific job tasks that the
RR performs within those functions. To further verify the job relevance of the examination, Exchange
staff conducted a job analysis survey with a sample of entry-level RRs from a range of broker-dealer
organizations. The committee then reviewed the numbers of examination items for the various topics and
rules to be covered in the examination, in view of the survey results, and recommended revisions of the
examination.

The total number of questions in the examination remains 250. The revised examination covers all financial
product areas covered in the existing examination, and the overall emphasis on investment products
generally remains the same. The emphasis on direct participation programs, particularly as relates to
taxation, has been reduced. Questions related to the Basis Book and interpolation, supply-side economics,
and calculating margin on options have been deleted. Questions will be added on Sallie Mae securities
and Exchange-traded yield-based options. The examination includes questions on collateralized mortgage
obligations (CMOs), long-term equity options and capped index options (See Information Memo 93-5), and
the number of questions on CMOs has been increased. There will also be increased emphasis on issues
related to determining and monitoring suitability.

The Exchange will appoint a committee to review the examination outline and specifications periodically to
determine any adjustments that may be required. The committee will represent a broad range of expertise
and broker-dealer organizations. The review will address any new information that RRs need to know,
information currently specified in the examination that should be deleted and any adjustments that need to be
made in the emphasis on various topics.

The SEC has approved the revised examination specifications and review procedure resulting from this effort.
(Securities and Exchange Commission Release #34-34853.)

Administration of the revised examination will commence May 1, 1995. The examination will continue to
be given on the PROCTOR system. For information on qualification and registration procedures, contact
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the Qualifications and Registration Section, New York Stock Exchange, 20 Broad Street, 22nd floor, New
York, New York 10005 (Juan Vazquez, 212-656-4814). For a copy of the content outline, contact Linda
Williams (212-656-2578). For further information on the content of the examination, contact Anthony Colonna
(212-656-2741) or JoEllen Carlson (212-656-2555).

Salvatore Pallante

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Market Surveillance

 PLEASE NOTE THAT LIMIT-AT-THE-CLOSE (“LOC”) ORDERS WILL ONCE AGAIN BE PERMITTED
IN FIVE STOCKS ON A PILOT BASIS. LOC ORDERS MAY ONLY BE ENTERED AFTER 3:40 P.M. TO
OFFSET A PUBLISHED IMBALANCE AND CANNOT BE CANCELLED ON EXPIRATION DAYS.

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Revised Procedures for Handling Market-on-Close Orders on
January 20, 1995 (“Expiration Friday”)

As previously announced in Information Memo 94-12, the Securities Exchange Commission has approved
use of limit-at-the-close orders (LOC) in five pilot stocks: DD, MRK, PEP, T and WMT. The new Rule has
been in effect on every trading day since April 15, 1994. Detailed discussion is on Page 3 of this Information
Memo.

•AUXILIARY OPENING PROCEDURES WILL BE IN EFFECT THIS MONTH AND EVERY MONTH FOR
SELECTED MIDCAP STOCKS AS WELL AS REGULAR PILOT STOCKS.

•NO MOC ORDERS RELATED TO A STRATEGY INCLUDING ANY STOCK INDEX FUTURES, STOCK
INDEX OPTIONS OR OPTIONS ON STOCK INDEX FUTURES IN EXPIRING CONTRACTS MAY BE
ENTERED AFTER 3:40 P.M. IN ANY STOCK. FLOOR BROKERS REPRESENTING SUCH ORDERS MUST
INDICATE THEIR MOC INTEREST TO THE SPECIALIST BY 3:40 P.M.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:40 P.M. IN ANY STOCK.

•AS SOON AS PRACTICABLE, AFTER 3:40 P.M., A SINGLE PUBLICATION OF MOC ORDER
IMBALANCES OF 50,000 SHARES OR MORE WILL BE PUBLISHED IN THE PILOT STOCKS.

•AFTER 3:40 P.M. IN THE PILOT STOCKS, MOC ORDERS MAY ONLY BE ENTERED TO OFFSET
PUBLISHED IMBALANCES.

DETAILED DISCUSSION IS PROVIDED ON THE FOLLOWING PAGES.

The January 20, 1995 expiration Friday Pilot stock lists are attached. Please note that only opening
procedures apply to the Midcap-related list.

1. OPENING PROCEDURES

For each monthly expiration, several auxiliary procedures are necessary to integrate stock orders relating to
expiring contracts into NYSE's opening procedures in a manner that assures an efficient market opening in
each stock as close to 9:30 a.m. as possible. The auxiliary opening procedures applicable on January 20,
1995 are:

1. Order Entry

Stock orders relating to index contracts whose settlement pricing is based upon the January 20, 1995
opening prices must be received by SuperDot or by the specialist by 9:00 a.m.
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- These orders may be cancelled or reduced in size. 1 

- Stock orders relating to index contracts whose settlement pricing is not based upon the January 20, 1995
opening prices may be entered after 9:00 a.m.

To facilitate early order entry, SuperDot (1) will begin accepting orders at 7:30 a.m. and (2) will accept market
orders of 30,099 shares or less.

“Limit-at-the-opening” (“limit OPG”) orders are permitted, including delivery through Exchange systems.

- Ordinary limit orders may also be entered.

2. Order Identification

Stock orders relating to opening-price settling contracts must be identified “OPG.”

- Firms entering these orders through SuperDot, but unable to identify orders as “OPG”, may use a unique
branch code or firm identifier (mnemonic) to identify these orders. The NYSE Market Surveillance Division (11
Wall Street, 10th Floor) must be advised of the branch code or identifier by January 23, 1995.

- Firms unable to identify these orders in either way, and firms not using SuperDot, must submit a list of all
these orders and related details to the NYSE Market Surveillance Division by January 23, 1995.

3. Dissemination of Order Imbalances

For any of the pilot stocks and for ten selected S&P MidCap 400 Index stocks (lists attached) having a market
order imbalance of 50,000 shares or more at 9:00 a.m., the NYSE will disseminate the size of the order
imbalance via the low-speed ticker and the news services as promptly as practicable after 9:00 a.m.

4. Dissemination of Indications

Except for the auxiliary procedures described above, all stocks, including the pilot stocks and selected
MidCap stocks, are subject to the regular NYSE opening procedures, including price indications where a
substantial price change is anticipated. Dissemination of an indication is mandatory for an opening which
will result in a price change constituting the lesser of 10% or three points from the prior NYSE close, or five
points if the previous close is $100 or higher, unless the price change is less than one point. Fifteen minutes
must elapse between a first indication and a stock's opening. However, when more than one indication is
necessary, a stock may open (1) five minutes after the last indication when it overlaps the prior indication
(e.g., 51 - 53 overlaps 50 - 52, but does not overlap 53 - 55) and (2) ten minutes after the last indication when
it does not overlap the prior indication, provided that 15 minutes must have elapsed from the dissemination of
the first indication.

2. PROCEDURES RELATING TO THE CLOSE

1. Limit-At-The-Close (“LOC”) Orders

The LOC pilot which commenced on April 15, 1994 is integrated with expiration Friday policy.

Current procedures require MOC imbalances of 50,000 shares or more in the pilot stocks to be published on
the tape as soon as practicable after 3:40 p.m. on expiration days, including expiration Fridays. LOC orders
may be entered only if imbalances have been published in DD, MRK, PEP, T, or WMT and must be entered
by 3:55 p.m. On expiration days, LOC orders are irrevocable once entered, except in the case of legitimate
error.

No LOC orders related to a strategy including any stock index futures, stock index options or options on stock
index futures in expiring contracts may be entered in any stock.

An LOC order is one that is entered for execution at the closing price provided that the closing price is at or
within the limit specified. LOC orders may be entered only to offset published imbalances of market-on-close
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(“MOC”) orders. They are prioritized on the specialist's book by time of entry and go behind all other orders
on the specialist's book at that price. LOC orders with prices that are better than the closing prices in the
subject security are guaranteed an execution, unless there is a trading halt in the security. LOC orders at the
closing price are executed in order of time priority with respect to other LOC orders, but are not guaranteed
an execution.

2. Market-On-Close Orders

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. Applicable MOC orders
are those relating to a strategy involving any stock index futures, stock index options, or options on stock
index futures, in all stocks. These procedures have been filed as a rule with the SEC.

The cut-off time is 3:40 p.m. for the entry of MOC orders that relate to a strategy including any expiring stock
index futures, stock index options or options on stock index futures. This requirement applies to all stocks
involving such a strategy, not just pilot stocks. Floor brokers representing such orders must indicate their
MOC interest to the specialist by 3:40 p.m. These closing procedures will be implemented with the January
20, 1995 expiration.

3. Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

4. Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:40 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will continue to be permitted after 3:40 p.m.

5. Special Procedures on Limitation of Entry of Orders and Publication of Imbalances in Pilot Stocks

You must, as stated above and required for all stocks, enter all MOC orders, in positions relating to a strategy
involving any expiring stock index futures, stock index options, or options on stock index futures, by 3:40 p.m.
eastern time. In addition, as described below, there are special limitations regarding the subsequent entry
of orders, and special procedures for publication of imbalances, that are applicable only to pilot stocks (see
attached lists). It should be noted that pursuant to the newly amended Rule 13, limit-at-the-close orders in the
LOC pilot stocks only may be entered for execution on the close, in addition to market-on-close orders.

As soon as possible after 3:40 p.m., the Exchange will publish on the tape any imbalance of MOC orders
of 50,000 shares or more that existed at 3:40 p.m. in those pilot stocks. This will be the only MOC order
imbalance publication. If a “No Imbalance” notice is published in a pilot stock, no MOC or LOC orders will
be permitted in that stock. While MOC orders previously entered may be cancelled or reduced in size until
3:40 p.m., once a publication of an imbalance in a pilot stock has been made, any MOC or LOC orders
subsequently entered in such pilot stock will be accepted only to trade on the opposite side of the market in
relation to such published imbalance. The liquidation of positions relating to a strategy involving any stock
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index futures, stock index options, or options on stock index futures using MOCorders entered after 3:40 p.m.
is not permitted, even if such orders might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC or LOC orders, the imbalance of MOC orders
published as of 3:40 p.m. may not reflect the imbalance that exists at the close.

The procedures stated in this section relate only to the pilot stocks. Regular procedures, including revised
procedures for all stocks that are stated on Pages One through Four, will apply to all other listed securities.

6. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The specialist may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they may be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

7. “G” Orders

Proprietary orders represented pursuant to Section 11(a) (1) (G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a) (1) (G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

80A. Rule 80A

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on the last trade date prior to each month's expiration.

8. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a) (2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.
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Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
Robert Ambrosio at (212) 656-5597.

Robert J. McSweeney

Senior Vice President

                             

Attachments

          

3. Expiration Friday Pilot Stocks - January 20, 1995

   ABT   ABBOTT LABORATORIES

   AXP   AMERICAN EXPRESS COMPANY

   AHP   AMERICAN HOME PRODUCTS CORPORATION

   AIG   AMERICAN INTERNATIONAL GROUP INC.

   T     AMERICAN TELEPHONE AND TELEGRAPH

   AIT   AMERITECH CORP.

   AN    AMOCO CORPORATION

   ARC   ATLANTIC RICHFIELD COMPANY

   BAC   BANKAMERICA CORPORATION

   BEL   BELL ATLANTIC CORPORATION
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   BLS   BELLSOUTH CORPORATION

   BA    BOEING COMPANY

   BMY   BRISTOL MYERS SQUIBB COMPANY

   CHV   CHEVRON CORPORATION

   C     CHRYSLER CORP.

   CCI   CITICORP

   KO    COCA-COLA COMPANY

   DOW   DOW CHEMICAL COMPANY

   DD    DU PONT COMPANY

   EK    EASTMAN KODAK COMPANY

   LLY   ELI LILLY AND COMPANY

   XON   EXXON CORPORATION

   FNM   FEDERAL NATIONAL MORTGAGE ASSOCIATION

   F     FORD MOTOR COMPANY

   GE    GENERAL ELECTRIC COMPANY

   GM    GENERAL MOTORS CORPORATION
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   G     GILLETTE COMPANY

   GTE   GTE CORPORATION

   HWP   HEWLETT-PACKARD COMPANY

   HD    HOME DEPOT INC.

   IBM   INTERNATIONAL BUSINESS MACHINES CORP.

   IP    INTERNATIONAL PAPER COMPANY

   JNJ   JOHNSON AND JOHNSON

   MCD   MCDONALDS CORPORATION

   MRK   MERCK AND COMPANY INC.

   MMM   MINNESOTA MINING AND MANUFACTURING

   MOB   MOBIL CORPORATION

   MOT   MOTOROLA INC.

   NYN   NYNEX CORPORATION

   PEP   PEPSICO INC.

   PFE   PFIZER INC.

   MO    PHILIP MORRIS COS. INC.
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   PG    PROCTER AND GAMBLE COMPANY

   RD    ROYAL DUTCH PETROLEUM COMPANY

   S     SEARS ROEBUCK COMPANY

   SBC   SOUTHWESTERN BELL CORPORATION

   TX    TEXACO INC.

   UN    UNILEVER N.V. ORD SHARES

   USW   U.S. WEST INC.

   WMT   WAL-MART STORES INC.

   DIS   WALT DISNEY COMPANY

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of January 6, 1995
and the 20 Major Market Index stocks. The list remains unchanged from the previous monthly expiration.

         

4. MidCap Index Expiration Friday Stocks - January 20, 1995

   *AOC   AON Corp.

   BK     Bank of New York Company, Inc.

   CU     CUC International Inc.

   EMC    EMC Corporation

   FBS    First Bank System Inc.
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   FFM    First Financial Management Corp.

   GME    General Motors Corp. Class E

   MS     Morgan Stanley Group Inc.

   SGI    Silicon Graphics Inc.

   *ODP   Office Depot Inc.

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of January 6,
1995. The indicated (*) stocks have been added to the list. AFL and CS have been deleted.

                             

5. Expiration Friday

         

Limit-at-the-Close (LOC) Pilot Stocks as of January 20, 1995

   T       American Telephone and Telegraph Co.

   DD      E.I. Dupont DeNemours & Co.

   MRK     Merck and Co., Inc.

   PEP     Pepsico, Inc.

   WMT     Wal-Mart Stores, Inc.

6. MEMORANDUM

Date: January 13, 1995

To: All Floor Members
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From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) and Limit-at-the
Close (LOC) Orders

1. Openings

1Q. Can “limit at the opening” (“limit OPG”) orders be entered in the stocks that are not among the
stocks included in the pilot?

1A. Yes. “Limit OPG” orders are permitted on expiration Friday. Those orders related to a strategy in expiring
contracts must be entered by 9:00 a.m.

2Q. When can specialists obtain an OARS status request?

2A. At any time after 7:30 a.m., in any stock. (Specialists should review OARS inquiry, freeze and opening
procedures to avoid problems.)

3Q. Must specialists wait until 9:27 a.m. to start the ITS pre-opening application?

3A. No. ITS Pre-Opening notifications may be issued beginning at 9:00 a.m.

4Q. Are “G” orders to sell short at the market handled differently at the opening than at the close on
expiration day?

4A. Yes, “G” short market orders are covered by two different procedures. At the opening they are handled
as they are on any other day. “G” short market orders must yield to all public limit orders at the lowest valid
short tick. At any higher price the “G” shorts need not yield. At the close, “G” market shorts must yield to all
limit orders at the sale price, even if that price is higher than the first valid short tick.

5Q. How should specialists and Floor Officials handle requests to “hold the opening” in the pilot
stocks?

5A. The Exchange has added auxiliary and early procedures with the express purpose of providing a prompt
opening in all stocks, not just the 50 pilot stocks. Brokers should be told to have their opening interest
represented by 9:30 a.m., and assuming adequate pricing information re: substantial disparity from the close,
all stocks should be opened as quickly after 9:30 as possible.

2. MOC Orders and LOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

2A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

   1. Example #1   200,000 buy MOC

                    50,000 sell MOC
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                    50,000 sell plus MOC

                    25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

   2. Example #2   100,000 sell MOC

                    50,000 buy MOC

                    25,000 buy minus MOC

                    25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000−B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

3Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4-1/2 - last sale 20 3/8

3A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the existing 20 1/2 sell limit orders have
priority over the MOC sell plus and sell short orders which in this case are treated like limit orders. On the
other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the MOC sell plus and sell short
orders are treated as marketable orders which go ahead of the 20 1/2 sell limit orders.

In the case of a MOC buy minus order, if the last sale was a “plus” or “zero plus” tick, all limit orders at 20
1/4 would have priority. If the last sale was a “minus” or “zero minus” tick, the MOC buy minus orders are
marketable and go ahead of the 20 1/4 limit orders.

4Q. Ar e MOC “short” at-the-close orders permitted?

4A. Firms may enter “short” MOC orders.

5Q. Should brokers in the Crowd give the specialist their orders prior to the final bell? How should
they be handled by the specialist?

5A. Yes. In the pilot stocks, any brokers in the Crowd handling orders relating to strategies should give their
orders to the specialist by 3:40 p.m., to allow the specialist to arrange a closing price. Such orders should be
handled like “love” orders on the opening.

6Q. Can MOC orders be entered in the pilot stocks if a “No Imbalance” notice is published at 3:40
p.m.?

6A. No MOC orders may be entered if a “No Imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.

7Q. Are limit-at-the-close (LOC) orders permitted?

7A. LOC orders may be entered only in the stocks specifically identified for participation in the LOC pilot.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

563

http://researchhelp.cch.com/License_Agreement.htm


8Q. What is the priority sequence for execution of LOC orders?

8A. Marketable LOC orders are treated as market orders and must be executed. Such orders include better-
priced (i.e., orders with a limit price better than the closing price) LOC orders to buy and sell long (including
“G” orders) and better-priced LOC orders to sell short or sell plus, if the closing price would represent a
“double plus tick”.

LOC orders limited to the closing price and better-priced LOC orders to sell short and sell plus that could not
be executed at a price lower than the actual close are sequenced by time priority among themselves, but
behind all other orders at the closing price, and may be executed, depending on the size of the imbalance to
be offset.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.
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January 4, 1995

  

Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF EXECUTIVE, FINANCIAL AND OPERATIONS OFFICERS/PARTNERS

SUBJECT: AMENDMENTS TO RULE 325, “CAPITAL REQUIREMENTS FOR INDIVIDUAL MEMBERS AND
MEMBER ORGANIZATIONS”

On December 7, 1994 by Release No. 34-35060 the Securities and Exchange Commission approved
amendments to Rule 325, “Capital Requirements for Individual Members and Member Organizations.” The
amendments require members and member organizations to provide written notification to the Exchange
within forty-eight hours if tentative net capital as computed under Securities Exchange Act Rule 15c3-1 has
declined 20% or more from the amount reported in the most recent FOCUS Report filed with the Exchange.

Currently, some member organizations (e.g., broker-dealers that carry customer accounts) file financial
reports on a monthly basis and other member organizations (e.g., introducing broker-dealers) file on a
quarterly basis. In both instances, the filing dates are several weeks after the date of the financial information
contained in the reports. Consequently, the Exchange believes that there is a need for monitoring of
significant changes in an organization's financial condition between the reporting dates.

The amendments, which become effective immediately, are attached as Exhibit A.

Questions concerning this matter should be directed to your finance coordinator.

Salvatore Pallante

Senior Vice President

A. Exhibit A

Additions Underscored

Proposed Amendment to Rule 325

Capital Requirements for Individual Members and Member Organizations

325. Rule 325 General Provisions

(a) Each member or member organization subject to Rule 15c3-1 promulgated under the Securities Exchange
Act of 1934 shall comply with the capital requirements prescribed therein and with the additional requirements
of this Rule 325.

(b)

(1) Each member or member organization subject to this Rule shall forthwith notify the Exchange if his or its
net capital after deduction of all capital withdrawals including maturities, if any scheduled during the next six
months, falls below the pertinent percentage indicated below:

1. If the net capital minimum dollar amount requirement is applicable - 150 percent thereof or some greater
percentage as may from time to time be designated by the Exchange, or
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2. If the ratio of aggregate indebtedness to net capital is applicable - 10 percent of aggregate indebtedness,
or

3. If the alternative net capital requirement percentage is applicable, the greater of 5% of the aggregate debit
items in the Formula for Determination of Reserve Requirements for Brokers and Dealers under SEC Rule
15c3-3, or, if registered as a Futures Commission Merchant, 7% of the funds required to be segregated
pursuant to the Commodity Exchange Act and the regulations thereunder.

(2) Each member or member organization shall within forty-eight hours notify the Exchange, in writing,
whenever tentative net capital (net capital before application of haircuts and undue concentration charges), as
computed under Securities Exchange Act Rule 15c3-1 has declined 20% or more from the amount reported in
the most recent FOCUS Report filed with the Exchange.

(c) through (e) unchanged.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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December 28, 1994

  

Member Firm Regulation

 ATTENTION: GENERAL PARTNER, CHIEF EXECUTIVE OFFICER, CHIEF OPERATIONS OFFICER AND
PROXY SERVICES DEPARTMENT

SUBJECT: INTERPRETATION TO RULES 465 AND 472 - MAILINGS TO SHAREHOLDERS

Recently, a question has been raised concerning the obligation of member organizations or their agents to
mail research reports prepared by others or material relating to dividend reinvestment programs to beneficial
owners upon the request of an issuer.

Rule 465 (“Transmission of Interim Reports and Other Material”) requires that member organizations, when
so requested by an issuer, transmit copies of interim reports and other material to beneficial owners upon
satisfactory assurance of reimbursement of all out-of-pocket expenses. The Exchange has concluded that
“other material” includes, but is not limited to, research reports and dividend reinvestment program material,
which must be transmitted to beneficial owners upon issuer request.

The Exchange believes that issuers have a right to communicate with all of their shareholders as they see fit.
With respect to shareholder mailings under Rule 465, member organizations and/or their agents are acting as
conduits between issuers and shareholders. Therefore, communications distributed by member organizations
at the request of an issuer, pursuant to Rule 465, are not subject to Rule 472. Such communications need not
be approved by a designated supervisory person and are not subject to the standards for communications
with the public that are specified in the rule.

Please direct any questions you have on this Information Memo and Rule 465 to Gary Tuttle at
(212)656-5025. Questions pertaining to Rule 472 may be directed to Mary Anne Furlong at (212)656-4823.

Salvatore Pallante Gary Tuttle

Senior Vice PresidentDirector

Securities Operations Department

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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December 23, 1994

  

Market Surveillance

 PLEASE NOTE THAT LIMIT-AT-THE-CLOSE (LOC) ORDERS WILL ONCE AGAIN BE PERMITTED
IN FIVE STOCKS ON A PILOT BASIS. LOC ORDERS MAY ONLY BE ENTERED AFTER 3:40 P.M. TO
OFFSET A PUBLISHED IMBALANCE AND CANNOT BE CANCELLED ON EXPIRATION DAYS

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Revised Procedures for Handling Market-on-Close Orders on Friday, December 30, 1994
(“Quarterly Index Expiration”)

1. QUARTERLY INDEX EXPIRATIONS

As previously announced in Information Memo 94-12, the Securities Exchange Commission has approved
use of limit-at-the-close orders (LOC) in five pilot stocks: DD, MRK, PEP, T, WMT. The new Rule has been in
effect on every trading day since April 15, 1994. Detailed discussion is on Page 2 of this Information Memo.

•NO MOC ORDERS RELATED TO A STRATEGY INCLUDING ANY STOCK INDEX OPTIONS IN EXPIRING
CONTRACTS MAY BE ENTERED AFTER 3:40 P.M. IN ANY STOCK. FLOOR BROKERS REPRESENTING
SUCH ORDERS MUST INDICATE THEIR MOC INTEREST TO THE SPECIALIST BY 3:40 P.M.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:40 P.M. IN ANY STOCK.

•THERE WILL BE AN IMBALANCE PUBLICATION AT 3:40 P.M. IN THE PILOT STOCKS ONLY.

•AFTER 3:40 P.M. IN THE PILOT STOCKS, MOC ORDERS MAY ONLY BE ENTERED TO OFFSET
PUBLISHED IMBALANCES.

DETAILED DISCUSSION IS PROVIDED BELOW.

2. PROCEDURES RELATING TO THE CLOSE

1. Limit-At-The-Close (“LOC”) Orders

The LOC pilot, which commenced on April 15, 1994, is integrated with expiration Friday policy.

Current procedures require MOC imbalances of 50,000 shares or more in the pilot stocks to be published on
the tape as soon as practicable after 3:40 p.m. on expiration days, including quarterly index expiration days.
LOC orders may be entered only if imbalances have been published in DD, MRK, PEP, T, or WMT and must
be entered by 3:55 p.m. On expiration days, LOC orders are irrevocable once entered, except in the case of
legitimate error.

No LOC orders related to a strategy including any stock index options, in expiring contracts may be entered in
any stock.

An LOC order is one that is entered for execution at the closing price provided that the closing price is at or
within the limit specified. LOC orders may be entered only to offset published imbalances of market-on-close
(“MOC”) orders. They are prioritized on the specialist's book by time of entry and go behind all other orders
on the specialist's book at that price. LOC orders with prices that are better than the closing prices in the
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subject security are guaranteed an execution, unless there is a trading halt in the security. LOC orders at the
closing price are executed in order of time priority with respect to other LOC orders, but are not guaranteed
an execution.

2. Market-On-Close Orders

Procedures for MOC orders are used for each quarterly index expiration. Applicable MOC orders are those
relating to a strategy involving any stock index options in all stocks. These procedures have been filed as a
rule with the SEC.

The cut-off time is 3:40 p.m. for the entry of MOC orders that relate to a strategy including any expiring stock
index options. This requirement applies to all stocks, not just pilot stocks. Floor brokers representing such
orders must indicate their interest to the specialist by 3:40 p.m.

3. Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

4. Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:40 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will be permitted after 3:40 p.m.

5. Special Procedures on Limitation of Entry of Orders and Publication of Imbalances in Quarterly Pilot Stocks

You must, as stated above and required for all stocks, enter all MOC orders, in positions relating to a strategy
involving any expiring stock index options, by 3:40 p.m. eastern time. In addition, as described below, there
are special limitations regarding the subsequent entry of orders, and special procedures for publication of
imbalances, that are applicable only to pilot stocks (see attached list). It should be noted that pursuant to the
newly amended Rule 13, limit-at-the-close orders in the LOC pilot stocks only may be entered for execution
on the close, in addition to market-on-close orders.

As soon as possible after 3:40 p.m., the Exchange will publish on the tape any imbalance of MOC orders
of 50,000 shares or more that existed at 3:40 p.m. in those pilot stocks. This will be the only MOC order
imbalance publication. If a “No Imbalance” notice is published in a pilot stock, no MOC orders will be
permitted in that stock. While MOC orders previously entered may be cancelled or reduced in size until 3:40
p.m., once a publication of an imbalance in a pilot stock has been made, any MOC orders subsequently
entered in such pilot stock will be accepted only to trade on the opposite side of the market in relation to
such published imbalance. The liquidation of positions relating to a strategy involving any stock index options
using MOC orders entered after 3:40 p.m. is not permitted, even if such orders might offset net reported
imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:40 p.m. may not reflect the imbalance that exists at the close.
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The procedures stated in this section relate only to the quarterly pilot stocks. Regular procedures, including
revised procedures for all stocks that are stated on Pages Two and Three, will apply to all other listed
securities.

6. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance shall, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member shall then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they shall be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

7. “G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

8. Rule 80A

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies on the last trade date prior to each quarter's expiration as
well as on regular, monthly expiration Fridays.

9. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a)(2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Arthur O. Harris at (212) 656-6884 or Mr.
Robert Ambrosio at (212) 656-5597.

Robert J. McSweeney
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Senior Vice President

                                         

Attachments

          

3. Quarterly Index Expiration Friday Pilot Stocks - December 30, 1994

   ABT                 ABBOTT LABORATORIES

   AFL                 AFLAC INC.

   AXP                 AMERICAN EXPRESS COMPANY

   AHP                 AMERICAN HOME PRODUCTS CORPORATION

   AIG                 AMERICAN INTERNATIONAL GROUP INC.

   T                   AMERICAN TELEPHONE AND TELEGRAPH

   AIT                 AMERITECH CORP.

   AN                  AMOCO CORPORATION

   ARC                 ATLANTIC RICHFIELD COMPANY

   BAC                 BANKAMERICA CORPORATION

   BK                  BANK OF NEW YORK COMPANY, INC.

   BEL                 BELL ATLANTIC CORPORATION
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   BLS                 BELLSOUTH CORPORATION

   BA                  BOEING COMPANY

   BMY                 BRISTOL MYERS SQUIBB COMPANY

   *CS                 CABLETRON SYSTEMS INC.

   CHV                 CHEVRON CORPORATION

   C                   CHRYSLER CORP.

   CCI                 CITICORP

   KO                  COCA-COLA COMPANY

   CU                  CUC INTERNATIONAL, INC.

   DOW                 DOW CHEMICAL COMPANY

   DD                  DU PONT COMPANY

   *EMC                EMC CORP.

   EK                  EASTMAN KODAK COMPANY

   LLY                 ELI LILLY AND COMPANY

   XON                 EXXON CORPORATION

   FNM                 FEDERAL NATIONAL MORTGAGE ASSOCIATION
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   FBS                 FIRST BANK SYSTEM INC.

   FFM                 FIRST FINANCIAL MANAGEMENT

   F                   FORD MOTOR COMPANY

   GE                  GENERAL ELECTRIC COMPANY

   GM                  GENERAL MOTORS CORPORATION

   GME                 GENERAL MOTORS CORP. CLASS E

   G                   GILLETTE COMPANY

   GTE                 GTE CORPORATION

   HWP                 HEWLETT-PACKARD COMPANY

   HD                  HOME DEPOT INC.

   IBM                 INTERNATIONAL BUSINESS MACHINES CORP.

   IP                  INTERNATIONAL PAPER COMPANY

   JNJ                 JOHNSON AND JOHNSON

   MCD                 MCDONALDS CORPORATION

   MRK                 MERCK AND COMPANY INC.

   MMM                 MINNESOTA MINING AND MANUFACTURING
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   MOB                 MOBIL CORPORATION

   MS                  MORGAN STANLEY GROUP INC.

   MOT                 MOTOROLA INC.

   NYN                 NYNEX CORPORATION

   PEP                 PEPSICO INC.

   PFE                 PFIZER INC.

   MO                  PHILIP MORRIS COS. INC.

   PG                  PROCTER AND GAMBLE COMPANY

   RD                  ROYAL DUTCH PETROLEUM COMPANY

   S                   SEARS ROEBUCK COMPANY

   *SGI                SILICON GRAPHICS INC.

   SBC                 SOUTHWESTERN BELL CORPORATION

   TX                  TEXACO INC.

   UN                  UNILEVER N.V. ORD SHARES

   USW                 U.S. WEST INC.

   WMT                 WAL-MART STORES INC.
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   DIS                 WALT DISNEY COMPANY

This list consists of the 50 highest weighted S&P 500 stocks, the 20 Major Market Index stocks, and the 10
highest capitalized stocks of the S&P Midcap 400 Index, based on market values as of December 2, 1994.
The indicated (*) stocks have been added to the list since the last QIX pilot. AOC, COL, CMA and MU have
been deleted.

                        

4. Quarterly Index Expiration Friday

          

Limit-at-the-Close (LOC) Pilot Stocks - December 30, 1994

   T          American Telephone and Telegraph Co.

   DD         E.I. Dupont DeNemours & Co.

   MRK        Merck and Co., Inc.

   PEP        PepsiCo, Inc.

   WMT        Wal-Mart Stores, Inc.

5. MEMORANDUM

Date: December 23 1994

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Quarterly Index Expiration” Market-at-the-Close (MOC) and
Limit-at-the Close (LOC) Orders

1. MOC and LOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.
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2Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

2A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

   1. Example #1   200,000 buy MOC

                    50,000 sell MOC

                    50,000 sell plus MOC

                    25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

   2. Example #2   100,000 sell MOC

                    50,000 buy MOC

                    25,000 buy minus MOC

                    25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000−B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

3Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4 -1/2 - last sale 20 3/8

3A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the existing 20 1/2 sell limit orders have
priority over the MOC sell plus and sell short orders which in this case are treated like limit orders. On the
other hand if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the MOC sell plus and sell short
orders are treated as marketable orders which go ahead of the 20 1/2 sell limit orders.

4Q. Are MOC “short” at-the-close orders permitted?

4A. Firms may enter “short” MOC orders.

5Q. Should brokers in the Crowd give the specialist their orders prior to the final bell? How should
they be handled by the specialist?
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5A. Yes. In the pilot stocks, any brokers in the Crowd handling orders relating to strategies should give their
orders to the specialist by 3:40 p.m., to allow the specialist to arrange a closing price. Such orders should be
handled like “love” orders on the opening.

6Q. Can MOC orders be entered in the pilot stocks if a “No Imbalance” notice is published at 3:40
p.m.?

6A. No MOC orders may be entered if a “No Imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index options.

7Q. Are limit-at-the-close (LOC) orders permitted?

7A. LOC orders may be entered only in the stocks specifically identified for participation in the LOC pilot.

8Q. What is the priority sequence for execution of LOC orders?

8A. Marketable LOC orders are treated as market orders and must be executed. Such orders include better-
priced (i.e., orders with a limit price better than the closing price) LOC orders to buy and sell long (including
“G” orders) and better-priced LOC orders to sell short or sell plus, if the closing price would represent a
“double plus tick”.

LOC orders limited to the closing price and better-priced LOC orders to sell short and sell plus that could not
be executed at a price lower than the actual close are sequenced by time priority among themselves, but
behind all other orders at the closing price, and may be executed, depending on the size of the imbalance to
be offset.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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December 20, 1994

  

Market Surveillance

 TO: Members and Member Organizations

SUBJECT: Tax Switching Transactions

The following is a reminder to members and member organizations that riskless tax switching trades are
prohibited. Please note that this prohibition applies with equal force at openings and to bond transactions.

* * *

Transactions effected as described below are not permitted on the Floor of the Exchange and if discovered
will result in appropriate disciplinary action by the Exchange:

An Exchange member (“member A”), desiring to effect a tax switch of 1,000 shares of XYZ, approaches the
XYZ specialist and informs him of his wish to effect the tax switch at approximately the price of the current bid
or the current offer for XYZ. For purposes of this hypothetical example, assume that the current market for
XYZ is 35 3/8 bid for 2,000 shares with 1,500 shares offered at 35 5/8, both representing limit orders entered
on the XYZ specialist's book. The XYZ specialist agrees to handle member A's purchase and sale tax switch
orders as agent, undertaking to execute those orders against market orders or other orders seeking execution
at the current bid or ask prices. Assume that another member (“member B”) subsequently approaches the
XYZ specialist with an order to sell (assuming for the sake of simplicity an order to sell 1,000 shares of XYZ at
the market), and is willing to effect the sale at the current bid of 35 3/8. The specialist then effects member B's
sale at that price, informing member B, for clearing purposes, that he has sold to member A.

Simultaneously, the specialist effects, as agent, a second trade of 1,000 shares of XYZ for member A with
the order or orders on his book, giving up, for clearing purposes, member A as the seller and, as the buyer
or buyers, the broker or brokers whose orders he represents; in terms of time priority of their receipt, the first

1,000 shares on his book at the bid price of 35 3/8. 1 

Only one of the two 1,000-share transactions in XYZ would be reported for inclusion in the consolidated
transactions reporting system.

The Exchange has concluded that transactions effected in the foregoing manner are not consistent with
Exchange Rule 78, which prohibits pre-arranged trades, and should not take place.

* * *

No problems would seem to arise under Exchange Rules and procedures if the switching transaction
was effected at the risk of the market. Such would be the case if the transaction was not pre-arranged
or guaranteed in any fashion. There should be two independent transactions - a purchase and sale, or
vice versa, but the price of each should be independently established. At the time of the first transaction
there should be no guarantee or assurance of the price of the second. The period of time between the two
transactions would not of itself determine whether or not the switching had been effected at the risk of the
market. Similarly, the entry of buy and sell orders to switch positions between accounts having the same
beneficial ownership, absent instructions not to cross those orders with each other, may result in a “wash”
transaction, which is prohibited. Further, the sending of a buy and sell order for the same beneficial owner
through the Opening Automated Report System (OARS) to effect a tax switch transaction on the opening, or
through our Designated Order Turnaround System (DOT) to effect a tax switch transaction at the close is not
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permissible. Any use of either system, or either Crossing Session, to effect the above described riskless or
“wash” transaction is prohibited.

It should be noted, that the purpose of this memorandum is to clarify Exchange rules and procedures only.
It is not to be construed as describing the tax consequences of any transaction under the Internal Revenue
Code or state law. Contact your tax adviser for the appropriate advice.

Questions regarding this matter should be directed to Mr. Arnold Kotler at (212) 656-6543 or Mr. John
Gregoretti at (212) 656-6791.

Robert J. McSweeney

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Had the first independent order to arrive at the post been a market order to buy rather than an order to
sell, the tax switch would have been effected at the offer price.
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December 20, 1994

  

Market Surveillance

 TO: All Members and Member Organizations

SUBJECT: Last Trade Date for “Regular Way” Settlement in 1994

The last day on which “regular way” transactions may be made for settlement this calendar year in stocks and
bonds, other than U.S. Government obligations, is Thursday, December 22nd.

Beginning December 23, 1994 until December 30, 1994, orders in stocks for accounts which are willing to
effect transactions on a “cash”, “next day” or “seller's option” basis should be so indicated. This policy relieves
the specialist from the responsibility of checking orders indicated solely “regular way” to ascertain whether
they are willing to participate on a “nonregular way” basis during that period.

A Floor Official's approval is not required from December 23-30, 1994 for “nonregular way” trades, if the
execution price is no greater than one-quarter of a point away from the “regular way” bid or offer.

Inquiries with respect to this memorandum should be directed to Mr. Arnold Kotler at (212) 656-6543 or Mr.
John Gregoretti at (212) 656-6791.

Robert J. McSweeney

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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December 9, 1994

  

Market Surveillance

 PLEASE NOTE THAT LIMIT-AT-THE-CLOSE (“LOC”) ORDERS WILL ONCE AGAIN BE PERMITTED
IN FIVE STOCKS ON A PILOT BASIS. LOC ORDERS MAY ONLY BE ENTERED AFTER 3:40 P.M. TO
OFFSET A PUBLISHED IMBALANCE AND CANNOT BE CANCELLED ON EXPIRATION DAYS.

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Revised Procedures for Handling Market-on-Close Orders on
December 16, 1994 (“Expiration Friday”)

1. As previously announced in Information Memo 94-12, the Securities Exchange Commission has approved
use of limit-at-the-close orders (LOC) in five pilot stocks: DD, MRK, PEP, T and WMT. The new Rule has
been in effect on every trading day since April 15, 1994. Detailed discussion is on Page 3 of this Information
Memo.

•AUXILIARY OPENING PROCEDURES WILL BE IN EFFECT THIS MONTH AND EVERY MONTH FOR
SELECTED MIDCAP STOCKS AS WELL AS REGULAR PILOT STOCKS.

•NO MOC ORDERS RELATED TO A STRATEGY INCLUDING ANY STOCK INDEX FUTURES, STOCK
INDEX OPTIONS OR OPTIONS ON STOCK INDEX FUTURES IN EXPIRING CONTRACTS MAY BE
ENTERED AFTER 3:40 P.M. IN ANY STOCK. FLOOR BROKERS REPRESENTING SUCH ORDERS MUST
INDICATE THEIR MOC INTEREST TO THE SPECIALIST BY 3:40 P.M.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:40 P.M. IN ANY STOCK.

•AS SOON AS PRACTICABLE, AFTER 3:40 P.M., A SINGLE PUBLICATION OF MOC ORDER
IMBALANCES OF 50,000 SHARES OR MORE WILL BE PUBLISHED IN THE PILOT STOCKS.

•AFTER 3:40 P.M. IN THE PILOT STOCKS, MOC ORDERS MAY ONLY BE ENTERED TO OFFSET
PUBLISHED IMBALANCES.

DETAILED DISCUSSION IS PROVIDED ON THE FOLLOWING PAGES.

The December 16, 1994 expiration Friday pilot stock lists are attached. Please note that only opening
procedures apply to the Midcap-related list.

2. OPENING PROCEDURES

For each monthly expiration, several auxiliary procedures are necessary to integrate stock orders relating to
expiring contracts into NYSE's opening procedures in a manner that assures an efficient market opening in
each stock as close to 9:30 a.m. as possible. The auxiliary opening procedures applicable on December 16,
1994 are:

1. Order Entry

Stock orders relating to index contracts whose settlement pricing is based upon the December 16, 1994
opening prices must be received by SuperDot or by the specialist by 9:00 a.m.
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- These orders may be cancelled or reduced in size. 1 

- Stock orders relating to index contracts whose settlement pricing is not based upon the December 16, 1994
opening prices may be entered after 9:00 a.m.

To facilitate early order entry, SuperDot (1) will begin accepting orders at 7:30 a.m. and (2) will accept market
orders of 30,099 shares or less.

“Limit-at-the-opening” (“limit OPG”) orders are permitted, including delivery through Exchange systems.

- Ordinary limit orders may also be entered.

2. Order Identification

Stock orders relating to opening-price settling contracts must be identified “OPG”.

- Firms entering these orders through SuperDot, but unable to identify orders as “OPG”, may use a unique
branch code or firm identifier (mnemonic) to identify these orders. The NYSE Market Surveillance Division (11
Wall Street, 10th Floor) must be advised of the branch code or identifier by December 19, 1994.

- Firms unable to identify these orders in either way, and firms not using SuperDot, must submit a list of all
these orders and related details to the NYSE Market Surveillance Division by December 19, 1994.

3. Dissemination of Order Imbalances

For any of the pilot stocks and for ten selected S&P MidCap 400 Index stocks (lists attached) having a market
order imbalance of 50,000 shares or more at 9:00 a.m., the NYSE will disseminate the size of the order
imbalance via the low-speed ticker and the news services as promptly as practicable after 9:00 a.m.

4. Dissemination of Indications

Except for the auxiliary procedures described above, all stocks, including the pilot stocks and selected
MidCap stocks, are subject to the regular NYSE opening procedures, including price indications where a
substantial price change is anticipated. Dissemination of an indication is mandatory for an opening which will
result in a price change constituting the lesser of 10% or three points from the prior NYSE close, or five points
if the previous close is $100 or higher, unless the price change is less than one point. Fifteen minutes must
elapse between a first indication and stock's opening. However, when more than one indication is necessary,
a stock may open (1) five minutes after the last indication when it overlaps the prior indication (e.g., 51 - 53
overlaps 50 - 52, but does not overlap 53 - 55) and (2) ten minutes after the last indication when it does not
overlap the prior indication, provided that 15 minutes must have elapsed from the dissemination of the first
indication.

3. PROCEDURES RELATING TO THE CLOSE

1. Limit-At-The-Close (“LOC”) Orders

The LOC pilot, which commenced on April 15, 1994, is integrated with expiration Friday policy.

Current procedures require MOC imbalances of 50,000 shares or more in the pilot stocks to be published on
the tape as soon as practicable after 3:40 p.m. on expiration days, including expiration Fridays. LOC orders
may be entered only if imbalances have been published in DD, MRK, PEP, T, or WMT and must be entered
by 3:55 p.m. On expiration days, LOC orders are irrevocable once entered, except in the case of legitimate
error.

No LOC orders related to a strategy including any stock index futures, stock index options or options on stock
index futures in expiring contracts may be entered in any stock.

An LOC order is one that is entered for execution at the closing price provided that the closing price is at or
within the limit specified. LOC orders may be entered only to offset published imbalances of market-on-close
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(“MOC”) orders. They are prioritized on the specialist's book by time of entry and go behind all other orders
on the specialist's book at that price. LOC orders with prices that are better than the closing prices in the
subject security are guaranteed an execution, unless there is a trading halt in the security. LOC orders at the
closing price are executed in order of time priority with respect to other LOC orders, but are not guaranteed
an execution.

2. Market-On-Close Orders

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. Applicable MOC orders
are those relating to a strategy involving any stock index futures, stock index options, or options on stock
index futures, in all stocks. These procedures have been filed as a rule with the SEC.

The cut-off time is 3:40 p.m. for the entry of MOC orders that relate to a strategy including any expiring stock
index futures, stock index options or options on stock index futures. This requirement applies to all stocks
involving such a strategy, not just pilot stocks. Floor brokers representing such orders must indicate their
MOC interest to the specialist by 3:40 p.m. These closing procedures will be implemented with the December
16, 1994 expiration.

3. Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

4. Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:40 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will continue to be permitted after 3:40 p.m.

5. Special Procedures on Limitation of Entry of Orders and Publication of Imbalances in Pilot Stocks

You must, as stated above and required for all stocks, enter all MOC orders, in positions relating to a strategy
involving any expiring stock index futures, stock index options, or options on stock index futures, by 3:40 p.m.
eastern time. In addition, as described below, there are special limitations regarding the subsequent entry
of orders, and special procedures for publication of imbalances, that are applicable only to pilot stocks (see
attached list). It should be noted that pursuant to the newly amended Rule 13, limit-at-the-close orders in the
LOC pilot stocks only may be entered for execution on the close, in addition to market-on-close orders.

As soon as possible after 3:40 p.m., the Exchange will publish on the tape any imbalance of MOC orders
of 50,000 shares or more that existed at 3:40 p.m. in those pilot stocks. This will be the only MOC order
imbalance publication. If a “No Imbalance” notice is published in a pilot stock, no MOC or LOC orders will
be permitted in that stock. While MOC orders previously entered may be cancelled or reduced in size until
3:40 p.m., once a publication of an imbalance in a pilot stock has been made, any MOC or LOC orders
subsequently entered in such pilot stock will be accepted only to trade on the opposite side of the market in
relation to such published imbalance. The liquidation of positions relating to a strategy involving any stock
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index futures, stock index options, or options on stock index futures using MOC orders entered after 3:40 p.m.
is not permitted, even if such orders might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC or LOC orders, the imbalance of MOC orders
published as of 3:40 p.m. may not reflect the imbalance that exists at the close.

The procedures stated in this section relate only to the pilot stocks. Regular procedures, including revised
procedures for all stocks that are stated on Pages One through Four, will apply to all other listed securities.

6. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance shall, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would b e executed against
the offer. An imbalance of sell orders would be executed against the bid.) The specialist shall then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction should be printed on the tape as “stopped stock.” Where
the aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they shall
be “stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the
close of trading in that stock on that day. The transaction should be reported to the Consolidated Tape and
“stopped stock.”

7. “G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

8. Rule 80A

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on the last trade date prior to each month's expiration.

9. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in party by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a)(2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.
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Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
Robert Ambrosio at (212) 656-5597.

Robert J. McSweeney

Senior Vice President

                                     

Attachments

               

4. Expiration Friday Pilot Stocks - December 16, 1994

   ABT         ABBOTT LABORATORIES

   AXP         AMERICAN EXPRESS COMPANY

   AHP         AMERICAN HOME PRODUCTS CORPORATION

   AIG         AMERICAN INTERNATIONAL GROUP INC.

   T           AMERICAN TELEPHONE AND TELEGRAPH

   AIT         AMERITECH CORP.

   AN          AMOCO CORPORATION

   ARC         ATLANTIC RICHFIELD COMPANY

   BAC         BANKAMERICA CORPORATION

   BEL         BELL ATLANTIC CORPORATION
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   BLS         BELLSOUTH CORPORATION

   BA          BOEING COMPANY

   BMY         BRISTOL MYERS SQUIBB COMPANY

   CHV         CHEVRON CORPORATION

   C           CHRYSLER CORP.

   CCI         CITICORP

   KO          COCA-COLA COMPANY

   DOW         DOW CHEMICAL COMPANY

   DD          DU PONT COMPANY

   EK          EASTMAN KODAK COMPANY

   LLY         ELI LILLY AND COMPANY

   XON         EXXON CORPORATION

   FNM         FEDERAL NATIONAL MORTGAGE ASSOCIATION

   F           FORD MOTOR COMPANY

   GE          GENERAL ELECTRIC COMPANY

   GM          GENERAL MOTORS CORPORATION
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   G           GILLETTE COMPANY

   GTE         GTE CORPORATION

   HWP         HEWLETT-PACKARD COMPANY

   HD          HOME DEPOT INC.

   IBM         INTERNATIONAL BUSINESS MACHINES CORP.

   IP          INTERNATIONAL PAPER COMPANY

   JNJ         JOHNSON AND JOHNSON

   MCD         MCDONALDS CORPORATION

   MRK         MERCK AND COMPANY INC.

   MMM         MINNESOTA MINING AND MANUFACTURING

   MOB         MOBIL CORPORATION

   MOT         MOTOROLA INC.

   NYN         NYNEX CORPORATION

   PEP         PEPSICO INC.

   PFE         PFIZER INC.

   MO          PHILIP MORRIS COS. INC.
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   PG          PROCTER AND GAMBLE COMPANY

   RD          ROYAL DUTCH PETROLEUM COMPANY

   S           SEARS ROEBUCK COMPANY

   SBC         SOUTHWESTERN BELL CORPORATION

   TX          TEXACO INC.

   UN          UNILEVER N.V. ORD SHARES

   USW         U.S. WEST INC.

   WMT         WAL-MART STORES INC.

   DIS         WALT DISNEY COMPANY

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of December 2, 1994
and the 20 Major Market Index stocks. The list remains unchanged from the previous monthly expiration.

          

5. MidCap Index Expiration Friday Stocks - December 16, 1994

   AFL         AFLAC Inc.

   BK          Bank of New York Company, Inc.

   CS          Cabletron Systems Inc.

   CU          CUC International, Inc.

   EMC         EMC Corp.
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   FBS         First Bank System Inc.

   *FFM        First Financial Management Corp.

   GME         General Motors Corp. Class E

   MS          Morgan Stanley Group Inc.

   SGI         Silicon Graphics Inc.

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of December
2, 1994. The indicated (*) stocks have been added to the list. ODP has been deleted.

                                   

6. Expiration Friday

             

Limit-at-the-Close (LOC) Pilot Stocks - December 16, 1994

   T           American Telephone and Telegraph Co.

   DD          E.I. Dupont DeNemours & Co.

   MRK         Merck and Co., Inc.

   PEP         PepsiCo, Inc.

   WMT         Wal-Mart Stores, Inc.

7. MEMORANDUM

Date: December 9, 1994

To: All Floor Members
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From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) and Limit-at-the
Close (LOC) Orders

1. Openings

1Q. Can “limit at the opening” (“limit OPG”) orders be entered in the stocks that are not among the
stocks included in the pilot?

1A. “Limit OPG” orders are permitted on expiration Friday. Unexecuted “limit OPG” orders are cancelled after
the opening transaction.

2Q. When can specialists obtain an OARS status request?

2A. At any time after 7:30 a.m., in any stock. (Specialists should review OARS inquiry, freeze and opening
procedures to avoid problems.)

3Q. Must specialists wait until 9:27 a.m. to start the ITS pre-opening application?

3A. No. ITS Pre-Opening notifications may be issued beginning at 9:00 a.m.

4Q. Are “G” orders to sell short at the market handled differently at the opening than at the close on
expiration day?

4A. Yes, “G” short market orders are covered by two different procedures. At the opening they are handled
as they are on any other day. “G” short market orders must yield to all public limit orders at the lowest valid
short tick. At any higher price the “G” shorts need not yield. At the close, “G” market shorts must yield to all
limit orders at the sale price, even if that price is higher than the first valid short tick.

5Q. How should specialists and Floor Officials handle requests to “hold the opening” in the pilot
stocks?

5A. The Exchange has added auxiliary and early procedures with the express purpose of providing a prompt
opening in all stocks, not just the 50 pilot stocks. Brokers should be told to have their opening interest
represented by 9:30 a.m., and assuming adequate pricing information re: substantial disparity from the close,
all stocks should be opened as quickly after 9:30 as possible.

2. MOC and LOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

2A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

   1. Example #1   200,000 buy MOC

                    50,000 sell MOC
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                    50,000 sell plus MOC

                    25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

   2. Example #2   100,000 sell MOC

                    50,000 buy MOC

                    25,000 buy minus MOC

                    25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000−B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

3Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4 -1/2 - last sale 20 3/8

3A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the existing 20 1/2 sell limit orders have
priority over the MOC sell plus and sell short orders which in this case are treated like limit orders. On the
other hand if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the MOC sell plus and sell short
orders are treated as marketable orders which go ahead of the 20 1/2 sell limit orders.

In the case of a MOC buy minus order, if the last sale was a “plus” or “zero plus” tick, all limit orders at 20
1/4 would have priority. If the last sale was a “minus” or “zero minus” tick, the MOC buy minus orders are
marketable and go ahead of the 20 1/4 limit orders.

4Q. Are MOC “short” at-the-close orders permitted?

4A. Firms may enter “short” MOC orders.

5Q. Should brokers in the Crowd give the specialist their orders prior to the final bell? How should
they be handled by the specialist?

5A. Yes. In the pilot stocks, any brokers in the Crowd handling orders relating to strategies should give their
orders to the specialist by 3:40 p.m., to allow the specialist to arrange a closing price. Such orders should be
handled like “love” orders on the opening.

6Q. Can MOC orders be entered in the pilot stocks if a “No Imbalance” notice is published at 3:40
p.m.?

6A. No MOC orders may be entered if a “No Imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.

7Q. Are limit-at-the-close (LOC) orders permitted?

7A. LOC orders may be entered only in the stocks specifically identified for participation in the LOC pilot.
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8Q. What is the priority sequence for execution of LOC orders?

8A. Marketable LOC orders are treated as market orders and must be executed. Such orders include better-
priced (i.e., orders with a limit price better than the closing price) LOC orders to buy and sell long (including
“G” orders) and better-priced LOC orders to sell short or sell plus, if the closing price would represent a
“double plus tick”.

LOC orders limited to the closing price and better-priced LOC orders to sell short and sell plus that could not
be executed at a price lower than the actual close are sequenced by time priority among themselves, but
behind all other orders at the closing price, and may be executed, depending on the size of the imbalance to
be offset.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 94-60

Click to open document in a browser

December 2, 1994

  

Member Firm Regulation

 TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, LEGAL AND COMPLIANCE
DEPARTMENTS

SUBJECT: TELEPHONE SOLICITATIONS OF THE PUBLIC

Pursuant to the requirements of the Telephone Consumer Protection Act of 1991 (“TCPA”), the Federal
Communications Commission (“FCC”) adopted rules, effective December 20, 1992 with respect to
telemarketing practices and the rights of telephone consumers. A copy of an FCC Public Notice dated
January 11, 1993, which provides details of the TCPA and the FCC rules and regulations implementing that
law, is attached as Exhibit A.

Members and member organizations should be aware that broker-dealers that use the telephone to market
their products and services are subject to the TCPA and the FCC rules promulgated thereunder. Accordingly,
it is important that Exchange members and member organizations maintain policies and procedures to ensure
compliance with those requirements and effectively communicate such requirements to all personnel that deal
with the public.

Generally, the TCPA imposes certain requirements designed to protect residential telephone customers
from receiving unwanted telephone solicitations. In addition, it imposes restrictions on the use of automated
pre-recorded messages or facsimile machines to send unsolicited advertisements. While the Exchange
recognizes that telephone solicitation may be a useful marketing tool, members and member organizations
are reminded of the importance of complying with the TCPA and FCC rules and regulations if they engage in
such practice.

Members and member organizations that engage in telephone solicitation or “cold-calling” prospective
customers must also ensure that such sales practices comport with applicable requirements under Exchange
rules. Such solicitations to open accounts and/or solicit interest in particular products or services may only
be conducted by qualified persons subject to appropriate supervision and control of the member or member
organization. Any prepared scripts utilized in telephone solicitations should be approved by the member
or member organization (e.g., the legal or compliance department) prior to being used. Such scripts must
also comply with the standards of Exchange Rule 472 (“Communications with the Public”) and Rule 791
(“Communications to Customers”) for communications pertaining to options. Additionally, Exchange Rule
342 (“Offices - Approval, Supervision and Control”), the Exchange's primary rule with respect to supervision,
requires that an appropriate system of supervision and follow-up be instituted for the control of member and
member organization activities, including communications with the public.

In view of the requirements of the TCPA and the FCC rules implementing that law, members and member
organizations should review their current policies and procedures for monitoring compliance with those
requirements.

Any questions concerning this memorandum may be directed to Patricia Dorilio at (212) 656-2744 or Mary
Anne Furlong at (212) 656-4823.

Salvatore Pallante
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Senior Vice President

A. Exhibit A

INDUSTRY BULLETIN

TELEPHONE CONSUMER PROTECTION ACT

TELEPHONE SOLICITATIONS, AUTODIALED AND ARTIFICIAL OR PRERECORDED VOICE MESSAGE
TELEPHONE CALLS, AND THE USE OF FACSIMILE MACHINES

Released: January 11, 1993

The Telephone Consumer Protection Act (TCPA) is a federal statute that was enacted on December 20,
1991, to address concerns about the growing volume of unsolicited telephone marketing calls and the
increasing use of automated and prerecorded telephone calls. The TCPA imposes restrictions on the use of
automatic telephone dialing systems (“Autodialers”), artificial or prerecorded voice messages, and telephone
facsimile machines to send unsolicited advertisements. The TCPA also directs the FCC to adopt regulations
to protect re sidential telephone subscribers' privacy rights to avoid receiving telephone solicitations to which
they object.

The FCC adopted rules and regulations, effective December 20, 1992, implementing the TCPA. 1   The
FCC will be monitoring complaints about automated calls and unwanted telephone solicitations to determine
whether additional action to limit or to prohibit such calls would be appropriate.

Different rules and regulations apply to calls placed to residences and calls placed to businesses. Therefore,
you should carefully read this entire bulletin which is intended to assist your organization in complying with
the TCPA and the FCC's rules and regulations.

1. HOW IS THE TERM “TELEPHONE SOLICITATION” DEFINED?

The term “telephone solicitation” is defined as the initiation of a telephone call or message for the purpose of
encouraging the purchase or rental of, or investment in, property, goods, or services, which is transmitted to
any person. The term does not include a call or message

(1) to any person with the person's prior express invitation or permission,

(2) to any person with whom the caller has an established business relationship, or

(3) by a tax-exempt nonprofit organization.

2. WHAT IS AN “ESTABLISHED BUSINESS RELATIONSHIP?”

You have an “established business relationship” with a residential subscriber if the subscriber has made
an inquiry, application, purchase or transaction with respect to your business' products or services. An
established business relationship cannot be formed solely on the basis of a prior solicitation. A residential
subscriber can end an established business relationship by stating that he or she does not want to receive
any more calls or solicitations from your business.

3. HOW IS THE TERM “AUTODIALER” DEFINED?

An “autodialer” is defined as equipment which has the capacity to store or produce telephone numbers to be
called using a random or sequential number generator.

4. WHAT RESTRICTIONS APPLY TO THE USE OF AUTODIALERS OR ARTIFICIAL OR PRERECORDED VOICE
MESSAGES?
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1) Except in emergencies or with the called party's prior express consent, autodialers or artificial or
prerecorded voice message devices may not be used to call:

•emergency telephone lines, including any 911 line and any emergency line of a hospital, medical physician
or service office, health care facility, poison control center, or fire protection or law enforcement agency

•guest or patient rooms of a hospital, health care facility, elderly home, or similar establishment

•paging and cellular telephone numbers or other radio common carrier services (cellular service providers
may send prerecorded messages to their subscribers - for example to “roamers” leaving the service area - if
subscribers are not charged for the call)

•any service for which the called party is charged for the call.

2) Except in emergencies or with the called party's prior express consent, artificial or prerecorded voice
message telephone calls may not be placed to residential subscribers.

A call is exempt from this prohibition if the call:

•is not made for a commercial purpose

•is made for a commercial purpose but does not include an unsolicited advertisement

•is made by a caller with whom the called party has an established business relationship

•is made by or on behalf of a tax-exempt nonprofit organization.

3) Artificial and prerecorded voice message telephone calls placed to business numbers are not prohibited.

4) No person may use an autodialer in a way that simultaneously engages two or more lines of a multi-line
business.

5) Any person, business, or entity using an autodialer to transmit an artificial or prerecorded voice message,
including such calls placed to business numbers, must clearly state its identity at the beginning of the
message, and must clearly state its telephone number or address during or after the message. The telephone
number provided cannot be the number of the autodialer or prerecorded message player which placed the
call.

5. DID THE FCC ADOPT SPECIAL RULES FOR PRERECORDED DEBT COLLECTION CALLS PLACED TO
RESIDENCES?

No. The FCC did not find it necessary to adopt specific rules for debt collection calls. Debt collectors are
reminded that the Fair Debt Collection Practices Act also applies to debt collection calls. That Act is enforced
by the Federal Trade Commission.

6. WHAT RULES APPLY TO “LIVE” SOLICITATIONS PLACED TO RESIDENTIAL TELEPHONE SUBSCRIBERS?

1) “Live” telephone solicitations may not be made to residential subscribers before 8 A.M. or after 9 P.M.
(local time at the called party's location).

2) Persons or businesses making “live” telephone solicitations to residential telephone subscribers must:

•Institute procedures for maintaining a list of persons who do not wish to receive telephone solicitations (a
“do-not-call list”) before initiating any telephone solicitations

•have a written policy, available upon demand, for maintaining a do-not-call list

•train and inform personnel engaged in any aspect of telephone solicitation in the existence and use of the
do-not-call list

•make a record of the name and telephone number of residential subscribers who request not to be called
again, at the time the request is made
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Requests should be forwarded to the person or entity on whose behalf the solicitation is made (where
appropriate), to the party maintaining the do-not-call list (if not maintained by the caller), and to affiliated
entities (where appropriate)

•maintain the do-not-call list indefinitely for the purpose of future telephone solicitations

•obtain a residential subscriber's prior express consent to share or to forward the residential subscriber's
request not to be called to a party other than the entity on whose behalf a solicitation is made or its affiliate.

•place the residential subscriber's name and number on the do-not-call list of any affiliates or subsidiaries of
the telemarketer where the residential subscriber would reasonably expect to be included on their lists given
the identity of the telemarketer and the product being advertised

•provide the called party with the name of the individual caller, the person or entity on whose behalf the call is
made, and a telephone number or address at which that person or entity may be contacted.

3) The party on whose behalf a solicitation is made will ultimately be held liable for violations of the TCPA or
FCC rules.

4) FCC rules do not require tax-exempt nonprofit organizations to comply with rules for making telephone
solicitations.

7. DO THE “DO-NOT-CALL LIST” RULES APPLY TO CALLS PLACED TO BUSINESS TELEPHONE NUMBERS?

No. However, state laws may apply to calls placed within the same state.

8. ARE SMALL BUSINESSES OR SECOND-CLASS MAIL PERMIT HOLDERS EXEMPT FROM FCC RULES ON
TELEPHONE SOLICITATIONS?

No.

9. DO FCC RULES BAN UNSOLICITED ADVERTISEMENTS TO TELEPHONE FACSIMILE MACHINES?

Yes. Effective December 20, 1992, FCC rules ban the transmission of unsolicited advertisements to
telephone facsimile machines. An “unsolicited advertisement” is defined as a transmission advertising
the commercial availability or quality of property, goods or services without the prior express invitation or
permission of the person or entity receiving the transmission.

Unsolicited advertisements may not be transmitted by any device to a telephone facsimile machine unless
the person receiving the facsimile has given prior express invitation or permission to receive it. If the sender
and the recipient have an established business relationship, an invitation or permission to receive unsolicited
facsimile advertisements is presumed to exist. However, the recipient may end an established business
relationship by requesting that no further unsolicited advertisements be sent, thus revoking any invitation or
permission to receive further transmissions.

10. WHAT OTHER REQUIREMENTS APPLY TO THE USE OR MANUFACTURE OF TELEPHONE FACSIMILE
MACHINES?

FCC rules require that each transmission to a telephone facsimile machine must clearly contain, in a margin
at the top or bottom of each transmitted page or on the first page of the transmission,

(1) the date and time the transmission is sent

(2) the identity of the sender and

(3) the telephone number of the sender or of the sending machine.

All telephone facsimile machines manufactured on or after December 20, 1992 must have the capacity to
clearly mark such identifying information on the first page or on each page of the transmission.
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11. WHO IS RESPONSIBLE FOR COMPLIANCE WITH FCC RULES ON TELEPHONE FACSIMILE
TRANSMISSIONS?

The person on whose behalf a facsimile transmission is sent will ultimately be held liable for violations of the
TCPA or FCC rules.

12. DO THE TCPA AND THE FCC'S RULES PREEMPT STATE LAW?

The TCPA specifically preempts state law where it conflicts with the technical and procedural requirements
for identification of senders of telephone facsimile messages or automated artificial or prerecorded voice
messages.

The TCPA and the FCC's rules do not preempt state law which imposes more restrictive requirements or
regulations for

(1) the use of facsimile machines or other electronic devices to send unsolicited advertisements,

(2) the use of autodialers,

(3) the use of artificial or prerecorded voice messages, or

(4) the making of telephone solicitations.

Thus, depending on state law, the TCPA, the FCC's rules and/or state laws could apply to your company's
services. You should contact the state public utilities commission in each state where your company provides
the services listed in the previous paragraph to determine what laws apply in those states.

13. WHAT REQUIREMENTS APPLY TO RELEASING AUTODIALED CALLS?

Autodialers used to transmit artificial or prerecorded voice messages should automatically release the called
party's line within 5 seconds of the time that the called party's hang-up signal reaches the dialing system of
the caller.

14. WHO RESOLVES DISPUTES INVOLVING VIOLATIONS OF THE TCPA AND THE FCC's RULES?

1) Residential subscribers who receive telephone solicitations after requesting not to be called may directly
contact the business placing the call using the telephone number or address provided in the solicitation.

2) The TCPA provides a person or entity with a private right of action, if permitted by state law or court
rules, for any violation of the autodialer or prerecorded voice message prohibitions, for any violation of the
unsolicited advertisement facsimile prohibition, and for any violation of the guidelines for solicitations. A
person or entity may file suit to enjoin the violations listed below and/or file suit for actual monetary loss from
violations or receive $500 in damages for each violation (whichever is greater). In some instances the court
may triple the award.

1. Suit may be filed when the TCPA is violated, such as when:

•residential customers receive more than one “live” call within any 12 month period by or on behalf of the
same company after making a do-not-call reque st (defendants that have established procedures to comply
with rules regarding telephone solicitation may present such compliance efforts as an affirmative defense to
any action brought against them)

•anyone receives an autodialed or artificial or prerecorded voice message call in violation of the TCPA and
the FCC's rules

•an autodialer simultaneously engages two or more lines of a multi-line business

•anyone receives an unsolicited advertisement on their facsimile machine in violation of the TCPA and the
FCC's rules.
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3) A state may initiate and file a civil action on behalf of its residents in federal district court against any
person or entity it believes is engaged in a pattern or practice of violations of the TCPA or FCC rules. States
retain the power to initiate action in state court for violations of state telemarketing statutes.

4) Persons who suspect violations of the TCPA or the FCC's rules may request FCC action. The FCC may
assess penalties against parties who violate the TCPA or the FCC's rules and regulations.

15. WHERE CAN I ORDER A COMPLETE COPY OF THE TCPA AND THE FCC'S ORDER EXPLAINING
IMPLEMENTATION OF THAT ACT?

Copies can be ordered from the FCC's contractor for public records duplication: Downtown Copy Center,
1990 M Street, N.W., Suite 640, Washington, D.C. 20036 (telephone: (202) 452-1422). You should ask
for copies of the Telephone Consumer Protection Act and the Report and Order in CC Docket No. 92-90
released by the Commission on October 16, 1992 (In the Matter of Rules and Regulations Implementing the
Telephone Consumer Protection Act of 1991).

* * *

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  On December 18, 1992, the United States District Court for the District of Oregon issued a preliminary
injunction enjoining the Commission from enforcing section 227 (b)(1)(B) of the Telephone Consumer
Protection Act of 1991 pending judicial acting on a lawsuit challenging the constitutionality of that section
(section 227 (b)(1)(B) prohibits calls using artificial or prerecorded messages to residential telephone
subscribers). The injunction applies nationwide, and affect only FCC enforcement of section 227 (b)(1)
(B).
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 94-59
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November 25, 1994

  

Member Firm Regulation

PLEASE ROUTE TO MARGIN AND COMPLIANCE DEPARTMENTS

 TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO REGULATION T

On October 19, 1994, the Board of Governors of the Federal Reserve system (the Board) approved
amendments to Regulation “T” to reduce the payment period for securities transactions, create a new
government securities account and require that extensions of time be filed with designated examining
authorities. The amendments are effective November 25, 1994.

1. Payment Periods

The amendments to Regulation T establish a new term, “payment period”, which is defined as the number
of business days in the standard U.S. securities settlement cycle plus two business days. However, until
such time as SEC Rule 15c6-1, which establishes a settlement period of trade date plus three days (“T+3”),
becomes effective in June, 1995, the amendments do not change current timeframes. Customers continue to
have a total of seven business days from trade date to meet initial margin calls or make full cash payment for
securities purchased.

2. Government Securities Account

The amendments create a new government securities account. The purpose of this account is to exempt

transactions involving government securities 1   for customers of member organizations from Regulation
T. Transactions in municipal securities and other “exempted securities” are not permitted in this account. It
should be noted, however, that transactions in government securities for customers of member organizations
that are exempt from Regulation T pursuant to the new government securities account remain subject to the
requirements of Exchange Rule 431 (Margin Requirements).

The amendments provide for two changes to the sections governing extension of time requests. First,
Regulation T now requires all member organizations to obtain “extension of time” requests only from
their designated examining authority. This requirement is consistent with Exchange Rule 434, “Required

Submission of Requests for Extensions of Time for Customers” implemented in September 1994 2  , and no
change from current procedures is required.

The amendments also increase the de minimis amount for which no extension of time is required from $500
or less to $1,000 or less. Therefore, a member organization would not have to request an extension of time,
cancel or liquidate a transaction in a customer's account if the initial margin call or cash account payment due
is $1,000 or less on trade date.

Other technical changes were made to clarify the amendments. Members and member organizations should
review the complete Federal Reserve Release which may be obtained from your regional Federal Reserve
Bank or by contacting the Federal Reserve Board's Publication Services at (202) 452-3244 and by referring to
Regulation T, Docket No. 0840.
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Questions regarding this memorandum should be directed to Richard Nowicki (212) 656-3295 or Steven
Levine (212) 656-7080.

Raymond J. Hennessy

Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See Securities Exchange Act of 1934 Section 3(a)42 Definition of Government Securities.
2  See Information Memo No. 94-22 dated June 10, 1994.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 94-58

Click to open document in a browser

November 11, 1994

  

Market Surveillance

 PLEASE NOTE THAT LIMIT-AT-THE-CLOSE (“LOC”) ORDERS WILL ONCE AGAIN BE PERMITTED
IN FIVE STOCKS ON A PILOT BASIS. LOC ORDERS MAY ONLY BE ENTERED AFTER 3:40 P.M. TO
OFFSET A PUBLISHED IMBALANCE AND CANNOT BE CANCELLED ON EXPIRATION DAYS.

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Revised Procedures for Handling Market-on-Close Orders on
November 18, 1994 (“Expiration Friday”)

As previously announced in Information Memo 94-12, the Securities Exchange Commission has approved
use of limit-at-the-close orders (LOC) in five pilot stocks: D,, MRK, PEP, T and WMT. The new Rule has been
in effect on every trading day since April 15, 1994.

Detailed discussion is on Page 3 of this Information Memo.

•AUXILIARY OPENING PROCEDURES WILL BE IN EFFECT THIS MONTH AND EVERY MONTH FOR
SELECTED MIDCAP STOCKS AS WELL AS REGULAR PILOT STOCKS.

•NO MOC ORDERS RELATED TO A STRATEGY INCLUDING ANY STOCK INDEX FUTURES, STOCK
INDEX OPTIONS OR OPTIONS ON STOCK INDEX FUTURES IN EXPIRING CONTRACTS MAY BE
ENTERED AFTER 3:40 P.M. IN ANY STOCK. FLOOR BROKERS REPRESENTING SUCH ORDERS MUST
INDICATE THEIR MOC INTEREST TO THE SPECIALIST BY 3:40 P.M.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:40 P.M. IN ANY STOCK.

•AS SOON AS PRACTICABLE, AFTER 3:40 P.M., A SINGLE PUBLICATION OF MOC ORDER
IMBALANCES OF 50,000 SHARES OR MORE WILL BE PUBLISHED IN THE PILOT STOCKS.

•AFTER 3:40 P.M. IN THE PILOT STOCKS, MOC ORDERS MAY ONLY BE ENTERED TO OFFSET
PUBLISHED IMBALANCES.

DETAILED DISCUSSION IS PROVIDED ON THE FOLLOWING PAGES.

The November 18, 1994 expiration Friday pilot stock lists are attached. Please note that only opening
procedures apply to the Midcap-related lists.

1. OPENING PROCEDURES

For each monthly expiration, several auxiliary procedures are necessary to integrate stock orders relating to
expiring contracts into NYSE's opening procedures in a manner that assures an efficient market opening in
each stock as close to 9:30 a.m. as possible. The auxiliary opening procedures applicable on November 18,
1994 are:

1. Order Entry

Stock orders relating to index contracts whose settlement pricing is based upon the November 18, 1994
opening prices must be received by SuperDot or by the specialist by 9:00 a.m.
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- These orders may be cancelled or reduced in size. 1 

- Stock orders relating to index contracts whose settlement pricing is not based upon the November 18, 1994
opening prices may be entered after 9:00 a.m.

To facilitate early order entry, SuperDot (1) will begin accepting orders at 7:30 a.m. and (2) will accept market
orders of 30,099 shares or less.

“Limited-at-the-opening” (“limit OPG”) orders are permitted, including delivery through Exchange systems.

- Ordinary limit orders may also be entered.

2. Order Identification

Stock orders relating to opening-price settling contracts must be identified “OPG.”

- Firms entering these orders through SuperDot, but unable to identify orders as “OPG”, may use a unique
branch code or firm identifier (mnemonic) to identify these orders. The NYSE Market Surveillance Division (11
Wall Street, 10th Floor) must be advised of the branch code or identifier by November 21, 1994.

- Firms unable to identify these orders in either way, and firms not using SuperDot, must submit a list of all
these orders and related details to the NYSE Market Surveillance Division by November 21, 1994.

3. Dissemination of Order Imbalances

For any of the pilot stocks and for ten selected S & P MidCap 400 Index stocks (lists attached) having a
market order imbalance of 50,000 shares or more at 9:00 a.m., the NYSE will disseminate the size of the
order imbalance via the low-speed ticker and the news services as promptly as practicable after 9:00 a.m.

4. Dissemination of Indications

Except for the auxiliary procedures described above, all stocks, including the pilot stocks and selected
MidCap stocks, are subject to the regular NYSE opening procedures, including price indications where a
substantial price change is anticipated. Dissemination of an indication is mandatory for an opening which
will result in a price change constituting the lesser of 10% or three points from the prior NYSE close, or five
points if the previous close is $100 or higher, unless the price change is less than one point. Fifteen minutes
must elapse between a first indication and a stock's opening. However, when more than one indication is
necessary, a stock may open (1) five minutes after the last indication when it overlaps the prior indication
(e.g., 51 - 53 overlaps 50 - 52, but does not overlap 53 - 55) and (2) ten minutes after the last indication when
it does not overlap the prior indication, provided that 15 minutes must have elapsed from the dissemination of
the first indication.

2. PROCEDURES RELATING TO THE CLOSE

1. Limit-At-The-Close (“LOC”) Orders

The LOC pilot, which commenced on April 15, 1994, is integrated with expiration Friday policy.

Current procedures require MOC imbalances of 50, 000 shares or more in the pilot stocks to be published on
the tape as soon as practicable after 3:40 p.m. on expiration days, including expiration Fridays. LOC orders
may be entered only if imbalances have been published in DD, MRK, PEP, T or WMT and must be entered
by 3:55 p.m. On expiration days, LOC orders are irrevocable once entered, except in the case of legitimate
error.

No LOC orders related to a strategy including any stock index futures, stock index options or options on stock
index futures in expiring contracts may be entered in any stock.

An LOC order is one that is entered for execution at the closing price provided that the closing price is at or
within the limit specified. LOC orders may be entered only to offset published imbalances of market-on-close
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(“MOC”) orders. They are prioritized on the specialist's book by time of entry and go behind all other orders
on the specialist's book at that price. LOC orders with prices that are better than the closing prices in the
subject security are guaranteed an execution, unless there is a trading halt in the security. LOC orders at the
closing price are executed in order of time priority with respect to other LOC orders, but are not guaranteed
an execution.

2. Market-On-Close Orders

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. Applicable MOC orders
are those relating to a strategy involving any stock index futures, stock index options, or options on stock
index futures, in all stocks. These procedures have been filed as a rule with the SEC.

The cut-off time is 3:40 p.m. for the entry of MOC orders that relate to a strategy including any expiring stock
index futures, stock index options or options on stock index futures. This requirement applies to all stocks
involving such a strategy, not just pilot stocks. Floor brokers representing such orders must indicate their
MOC interest to the specialist by 3:40 p.m. These closing procedures will be implemented with the November
18, 1994 expiration.

3. Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

4. Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:40 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will continue to be permitted after 3:40 p.m.

5. Special Procedures on Limitation of Entry of Orders and Publication of Imbalances in Pilot Stocks

You must, as stated above and required for all stocks, enter all MOC orders, in positions relating to a strategy
involving any expiring stock index futures, stock index options, or options on stock index futures, by 3:40 p.m.
eastern time. In addition, as described below, there are special limitations regarding the subsequent entry
of orders, and special procedures for publication of imbalances, that are applicable only to pilot stocks (see
attached list). It should be noted that pursuant to the newly amended Rule 13, limit-at-the-close orders in the
LOC pilot stocks only may be entered for execution on the close, in addition to market-on-close orders.

As soon as possible after 3:40 p.m., the Exchange will publish on the tape any imbalance of MOC orders
of 50,000 shares or more that existed at 3:40 p.m. in those pilot stocks. This will be the only MOC order
imbalance publication. If a “No Imbalance” notice is published in a pilot stock, no MOC or LOC orders will
be permitted in that stock. While MOC orders previously entered may be cancelled or reduced in size until
3:40 p.m., once a publication of an imbalance in a pilot stock has been made, any MOC or LOC orders
subsequently entered in such pilot stock will be accepted only to trade on the opposite side of the market in
relation to such published imbalance. The liquidation of positions relating to a strategy involving any stock

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

603

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE116.40/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE13/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


index futures, stock index options, or options on stock index futures using MOC orders entered after 3:40 p.m.
is not permitted, even if such orders might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC or LOC orders, the imbalance of MOC orders
published as of 3:40 p.m. may not reflect the imbalance that exists at the close.

The procedures stated in this section relate only to the pilot stocks. Regular procedures, including revised
procedures for all stocks that are stated on Pages One through Four, will apply to all other listed securities.

6. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance shall, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The specialist shall then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction should be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they shall be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

7. “G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

8. Rule 80A

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on the last trade date prior to each month's expiration.

9. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a)(2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

604

http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D11%28a%29%281%29%28G%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE90/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D11%28a%29%281%29%28G%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE97/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D9%28a%29%282%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D9%28a%29%282%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE10a-1/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE10b-5/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
Robert Ambrosio at (212) 656-5597.

Robert J. McSweeney

Senior Vice President

Attachments

         

3. Expiration Friday Pilot Stocks - November 18, 1994

   ABT       ABBOTT LABORATORIES

   AXP       AMERICAN EXPRESS COMPANY

   AHP       AMERICAN HOME PRODUCTS CORPORATION

   AIG       AMERICAN INTERNATIONAL GROUP INC.

   T         AMERICAN TELEPHONE AND TELEGRAPH

   AIT       AMERITECH CORP.

   AN        AMOCO CORPORATION

   ARC       ATLANTIC RICHFIELD COMPANY

   BAC       BANKAMERICA CORPORATION

   BEL       BELL ATLANTIC CORPORATION

   BLS       BELLSOUTH CORPORATION

   BA        BOEING COMPANY
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   BMY       BRISTOL MYERS SQUIBB COMPANY

   CHV       CHEVRON CORPORATION

   C         CHRYSLER CORP.

   CCI       CITICORP

   KO        COCA-COLA COMPANY

   DOW       DOW CHEMICAL COMPANY

   DD        DU PONT COMPANY

   EK        EASTMAN KODAK COMPANY

   LLY       ELI LILLY AND COMPANY

   XON       EXXON CORPORATION

   FNM       FEDERAL NATIONAL MORTGAGE ASSOCIATION

   F         FORD MOTOR COMPANY

   GE        GENERAL ELECTRIC COMPANY

   GM        GENERAL MOTORS CORPORATION

   G         GILLETTE COMPANY

   GTE       GTE CORPORATION
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   HWP       HEWLETT-PACKARD COMPANY

   HD        HOME DEPOT INC.

   IBM       INTERNATIONAL BUSINESS MACHINES CORP.

   IP        INTERNATIONAL PAPER COMPANY

   JNJ       JOHNSON AND JOHNSON

   MCD       MCDONALDS CORPORATION

   MRK       MERCK AND COMPANY INC.

   MMM       MINNESOTA MINING AND MANUFACTURING

   MOB       MOBIL CORPORATION

   MOT       MOTOROLA INC.

   NYN       NYNEX CORPORATION

   PEP       PEPSICO INC.

   PFE       PFIZER INC.

   MO        PHILIP MORRIS COS. INC.

   PG        PROCTER AND GAMBLE COMPANY

   RD        ROYAL DUTCH PETROLEUM COMPANY
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   S         SEARS ROEBUCK COMPANY

   SBC       SOUTHWESTERN BELL CORPORATION

   TX        TEXACO INC.

   UN        UNILEVER N.V. ORD SHARES

   USW       U.S. WEST INC.

   WMT       WAL-MART STORES INC.

   DIS       WALT DISNEY COMPANY

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of November 4, 1994
and the 20 Major Market Index stocks. The list remains unchanged from the previous monthly expiration.

         

4. MidCap Index Expiration Friday Stocks - November 18, 1994

   AFL       AFLAC Inc.

   BK        Bank of New York Company, Inc.

   *CS       Cabletron Systems Inc.

   CU        CUC International, Inc.

   EMC       EMC CORP.

   FBS       First Bank System Inc.

   GME       General Motors Corp. Class E
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   MS        Morgan Stanley Group Inc.

   ODP       Office Depot Inc.

   SGI       Silicon Graphics Inc.

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of November
4, 1994. The indicated (*) stocks have been added to the list. FFM has been deleted.

                             

5. Expiration Friday

         

Limit-at-the-Close (LOC) Pilot Stocks - November 18, 1994

   T         American Telephone and Telegraph Co.

   DD        E.I. Dupont DeNemours & Co.

   MRK       Merck and Co., Inc.

   PEP       PepsiCo, Inc.

   WMT       Wal-Mart Stores, Inc.

6. MEMORANDUM

Date: November 11, 1994

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) and Limit-at-the-
Close (LOC) Orders

1. Openings
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1Q. Can “limit at the opening” (“limit OPG”) orders be entered in the stocks that are not among the
stocks included in the pilot?

1A. “Limit OPG” orders are permitted on expiration Friday. Unexecuted “limit OPG” orders are cancelled after
the opening transaction.

2Q. When can specialists obtain an OARS status request?

2A. At any time after 7:30 a.m., in any stock. (Specialists should review OARS inquiry, freeze and opening
procedures to avoid problems.)

3Q. Must specialists wait until 9:27 a.m. to start the ITS pre-opening application?

3A. No. ITS Pre-Opening notifications may be issued beginning at 9:00 a.m.

4Q. Are “G” orders to sell short at the market handled differently at the opening than at the close on
expiration day?

4A. Yes, “G” short market orders are covered by two different procedures. At the opening they are handled
as they are on any other day. “G” short market orders must yield to all public limit orders at the lowest valid
short tick. At any higher price the “G” shorts need not yield. At the close, “G” market shorts must yield to all
limit orders at the sale price, even if that price is higher than the first valid short tick.

5Q. How should specialists and Floor Officials handle requests to “hold the opening” in the pilot
stocks?

5A. The Exchange has added auxiliary and early procedures with the express purpose of providing a prompt
opening in all stocks, not just the 50 pilot stocks. Brokers should be told to have their opening interest
represented by 9:30 a.m., and assuming adequate pricing information re: substantial disparity from the close,
all stocks should be opened as quickly after 9:30 as possible.

2. MOC and LOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

2A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

   1. Example #1    200,000 buy MOC

                    050,000 sell MOC

                    050,000 sell plus MOC

                    025,000 buy minus MOC
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In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

   2. Example #2    100,000 sell MOC

                    050,000 buy MOC

                    025,000 buy minus MOC

                    025,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000−B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

3Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4-1/2 - last sale 20 3/8

3A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus or sell
short order would go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the
other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus or
sell short order would go ahead of the 20 1/2 limit sell orders on the book because it should be treated like a
market order. Similarly, a market-on-close buy minus order would be treated as a limit order if the last sale
was on a “plus” or “zero plus”, going behind any buy orders limited at 20 1/4. If the last sale was on a “minus”
or “zero minus” tick, the market-on-close buy minus order would be treated as a market order and executed
ahead of 20 1/4 limit buy orders on the book.

4Q. Are MOC “short” at-the-close orders permitted?

4A. Firms may enter “short” MOC orders.

5Q. Should brokers in the Crowd give the specialist their orders prior to the final bell? How should
they be handled by the specialist?

5A. Yes. In the pilot stocks, any brokers in the Crowd handling orders relating to strategies should give their
orders to the specialist by 3:40 p.m., to allow the specialist to arrange a closing price. Such orders should be
handled like “love” orders on the opening.

6Q. Can MOC orders be entered in the pilot stocks if a “No Imbalance” notice is published at 3:40
p.m.?

6A. No MOC orders may be entered if a “No Imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.

7Q. Are limit-at-the-close (LOC) orders permitted?

7A. LOC orders may be entered only in the stocks specifically identified for participation in the LOC pilot.

8Q. What is the priority sequence for execution of LOC orders?

8A. Marketable LOC orders are treated as market orders and must be executed. Such orders include better-
priced (i.e., orders with a limit price better than the closing price) LOC orders to buy and sell long (including
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“G” orders) and better-priced LOC orders to sell short or sell plus, if the closing price would represent a
“double plus tick”.

LOC orders limited to the closing price and better-priced LOC orders to sell short and sell plus that could not
be executed at a price lower than the actual close are sequenced by time priority among themselves, but
behind all other orders at the closing price, and may be executed, depending on the size of the imbalance to
be offset.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.
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November 8, 1994

  

Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: TRADING, OPERATIONS, CASHIERING, LEGAL AND COMPLIANCE DEPARTMENTS OF
MEMBER ORGANIZATIONS

SUBJECT: COUNTERFEIT JAPANESE CERTIFICATES

1. The attached release from the Securities Exchange Commission Division of Market Regulation has been
issued regarding the resurfacing of fictitious Japanese bond certificates.

The certificates are alleged to have been issued by the Japanese Ministry of Finance “MOF” and are usually
priced at deep discounts from the face amounts on the bonds.

In October 1992, similar “MOF” bonds were offered to certain U.S. and Canadian broker-dealers. The bond
certificates, then as now are printed in Japanese characters. The current scheme is similar to the one used
in 1992 except that these certificates include attachments that lists Securities Information Center (“SIC”)
verification numbers which supposedly confirm the bonds' authenticity. There is also an attached form letter
that claims the “FBI has fully examined” the bonds and their chain of title. The SIC verification numbers and
the FBI form letter are fake.

These bonds have been offered as loan collateral to private investors and for sale to financial institutions. The
presenters of these bonds purport to be agents of the Bank of Japan and may request $1 million good faith
money payment from the buyer to guarantee performance.

Questions or any information concerning the counterfeit Japanese bonds may be directed to the SEC to Ester
Saverson, Jr., Special Counsel at (202) 942-0165 or Thomas C. Etter, Jr., Senior Counsel at (202) 942-0178.

Raymond J. Hennessy

Vice President

                   2. MEMORANDUM

                                                                 October 20, 1994

   TO:     Raymond J. Hennessy, New York Stock Exchange

           William Hotchkiss, National Association of Securities Dealers

           James Duffy, American Stock Exchange
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           George Mann, Jr., Boston Stock Exchange

           Larry Thompson, The Depository Trust Company

           Larry Mallinger, Midwest Securities Trust Company

           Sharon Metsker, Philadelphia Depository Trust Co.

           John Katovich, Pacific Securities Depository Trust Co.

           Gregg Smith, Investment Company Institute

           John Harvey, Federal Deposit Insurance Corporation

           William Granovsky, Office of the Comptroller of the Currency

           Donald Vinnedge, The Board of Governors of the Federal Reserve

           System

   FROM:   Jerry W. Carpenter, Assistant Director

           Division of Market Regulation

           Securities and Exchange Commission

   RE:     Counterfeit Japanese Securities

Counterfeit Japanese Ministry of Finance (“MOF”) bonds in large denominations are surfacing again in
the United States. These bonds usually are priced at deep discounts from the face amounts on the bond
certificates. These bonds have no CUSIP numbers for identification purposes, and all bonds presented to
date bear the maturity date of April 30, 1998.

In October 1992, similar MOF bonds were offered to certain U.S. and Canadian broker-dealers. The bond
certificates, then as now, are printed in Japanese characters. The current scheme is similar to the one used
in 1992 except that now the certificates include attachments that lists Securities Information Center (“SIC”)
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verification numbers, which supposedly confirm the bonds' authenticity. Additionally, an attached form letter
claims that the “FBI has fully examined” the bonds and their chain of title. The SIC verification numbers and
the FBI form letter are fake.

In recent days these bonds have been offered as loan collateral to private investors and for sale to financial
institutions. The presenters purport to be agents of the Bank of Japan. We also understand that persons
presenting these bonds may request a $1 million good faith money payment to guarantee performance by the
buyer.

Please disseminate this information to your participants and to entities that you regulate. If you have any
questions regarding this memorandum or any information concerning the counterfeit Japanese bonds, please
call Ester Saverson, Jr., Special Counsel, at 202/942-0165 or Thomas C. Etter, Jr., Senior Counsel, at
202/942-0178.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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November 3, 1994

  

Market Surveillance

 TO: All Members and the Managing Partner/Chief Executive Officer of Each Member Organization

SUBJECT: Amendments to Specialist Rules

1. The Securities and Exchange Commission recently approved amendments to certain trading rules
applicable to specialists. The amendments, to Rules 104.10(7), 104.12, 104.13, 113 and 123A.40 are
effective immediately.

Rule 104.10(7) provides that when an inquiry is made of a specialist as to the price at which a block of stock
may be sold, the specialist may advise the broker of the “clean up” price of the block, but may not specify the
amount that would be purchased by the book and the amount that he or she would take as dealer. The rule
also provides that when a specialist participates as a dealer in the block at the “clean up” price, the specialist
must give all executable orders held the “clean up” price, except for the amount of the block that can be
executed at the price of the current bid. The amendments to Rule 104.10(7) delete the provision prohibiting
the specialist from specifying the amount that would be purchased by the book and the amount that the
specialist would take as dealer in cleaning up the block. The amendments also provide that all executable
orders (including the current bid) would receive the “clean up” price. This amendment parallels a concept in
Rule 127 which provides that when a member is crossing block-sized orders, and will be positioning all or
part of one side of the cross, the member must give public orders limited to the “clean-up” price or better the
benefit of that price.

Rule 104.12 concerns reporting by specialists of investment positions in specialty stocks under certain
circumstances. The amendments replace current reporting requirements with a provision requiring specialists
to report to the Exchange a record of all transactions effected for investment purposes on such form and in
such format as the Exchange may prescribe. The amendments also require specialists to report a record of
all such transactions for the account of any person specified in Rule 104.13.

Rule 104.13 requires transactions in specialty stocks by specified persons, such as the specialist's spouse
and persons residing in the specialist's household, to be for investment purposes. The amendments add
new paragraph (d) which prohibits specialists from originating orders in the specialty stocks in which they
are registered for any accounts over which they may have discretion. This prohibition had formerly been
contained in Rule 95.

Rule 113 governs a specialist's actions in handling public customer orders in stocks for which he or she is
registered as specialist. The rule currently requires specialists to report to the Exchange such information as
the Exchange may require, with respect to transactions made in a stock in which the specialist is registered,
for certain customer accounts. The amendments require reports on all such transactions to be submitted to
the Exchange on a monthly rather than weekly basis.

Rule 123A.40 prohibits a specialist from trading for his or her own account in a specialty stock if the trade
would result in electing any stop order on the book, unless (i) the specialist's bid or offer betters the market,
(ii) a Floor official approves the transaction, and (iii) the specialist guarantees the stop order an execution at
the same price as the electing trade. The amendment to Rule 123A.40 permits the specialist to participate
in (but not to initiate) a trade to fill the balance of an order at a single price where the depth of the current
public bid or offer (not the specialist's bid or offer) is not sufficient to do so, without guaranteeing stop orders
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elected by the transaction the price of the electing trade and without obtaining Floor official approval for
each transaction. However, the specialist must obtain approval of a Floor Governor, (rather than as currently
required, a Floor official) before trading for his or her own account in this type of situation, if a stop order will
be elected and executed at a price one dollar or more away from the last sale if such sale price is under $20,
or two dollars or more away from the last sale if such sale price is $20 or more.

The amendment to Rule 123A.40 would work as follows. Assume that the market for a particular stock is
10 1/2 bid for 1,500 shares, with 1,000 shares offered at 10 5/8. The last sale is 10 5/8 and there are 5,000
shares of stop orders on the book at 10 1/2. Both the bid and offer represent public orders.

Under the current rule, if a 2,000 share market order to sell comes in, 1,500 shares of the market order to sell
could print at 10 1/2, with the rest being printed at a lower price. In addition, the trade at 10 1/2 would elect
the 5,000 shares of sell stop orders, which would also be executed at such lower price.

Under the amended rule, however, the specialist could add depth to the 1,500 share bid by buying 500
shares at 10 1/2 to give the 2,000 share market order a single price execution. In this instance, the stop
orders will be elected by the 2,000 share market order, at the 10 1/2 price set independently of the specialist,
and not by the specialist's proprietary transaction. Thus, any impact on the market from the election of stop
orders is not the result of the specialist's transaction, as the stop orders will be elected by the transaction at
10 1/2, regardless of whether the specialist participates or not. The amendment simply permits the specialist
(subject to a Floor Governor's supervision if elected stop orders will be executed at a significant price
change from the electing sale price) to offer a service to customers by providing a single-price execution to
contra-side interest when the depth of the current market (which is not the specialist's proprietary interest) is
insufficient to do so.

The text of the amended rules is attached. Any questions on the amendments may be directed to John
Gregoretti at (212) 656-6791 or Arnold Kotler at (212) 656-6543.

Attachment

Robert J. McSweeney

Senior Vice President

A. Attachment A

104. Rule 104 Functions of Specialists

* * *

10. 104.10(7) When inquiry is made of a specialist as to the price at which a block of stock may be sold, the
specialist may advise the broker of the “clean up” price for the block. [However, the specialist may not specify
the amount that would be purchased by the book and the amount that he would take as dealer.] If, as a result
of this inquiry, the block is sold and the specialist participates as a dealer at the “clean up” price, he should
also execute at the same price the executable buy orders held by him [except for the amount of the block
which can be executed at the current bid, whether such bid is for orders held by him or for the account of
the specialist, or both.] The same principle applies in the event an inquiry is made with respect to an order to
purchase a block of stock.

* * *

12. Rule 104.12

* * *

Reporting Requirements
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In connection with investment positions in specialty stocks, a specialist shall report to the Exchange, on
such form and in such format as the Exchange may from time to time prescribe, a record of all transactions
effected for investment purposes. The specialist shall also report to the Exchange, on such form and in such
format as the Exchange may from time to time prescribe, a record of all transactions effected for investment
purposes for the account of any person specified in Rule 104.13.

[In connection with investment positions in specialty stocks, unless otherwise required, a specialist must
file equity trading data reports in such automated format as prescribed by the Exchange under the following
circumstances:

(A) Whenever a specialist assigns a specialty stock to an investment account, he must file a report covering
his transactions in that stock for the calendar week in which the purchase was made, and for the day of the
assignment.

(B) He must file a report of all transactions in any stock on any day in which his dealer account shows a
“short” position in excess of 500 shares while he maintains a “long” position in his investment account.

(C) A report must be filed, as of the last business day of each month of which a specialist had an investment
position in a specialty stock. This report shall indicate, by individual stock:

(i) the number of shares held “long” in the investment account.

(ii) the extent of any “short” position existing in the dealer account with respect to such stock.

(Attention is also directed to Paragraph 2104A.50 for additional reporting requirements regarding specialists'
equity and options trading data reports.)]

13. Rule 104.13 Investment Transactions …

(d) Specialists should not originate orders in the stocks in whi ch they are registered for any accounts over
which they may have discretion.

* * *

113. Rule 113

* * *

(c) Every specialist shall report to the Exchange [such information as the Exchange may require with respect
to transactions made in the stocks] on a monthly basis, on such form and in such format as the Exchange
may prescribe, a record of all purchases and sales effected in stocks in which he is registered for any
customer account not prohibited under section (a) which:

(1) is carried by his member organization; or

(2) is serviced by him or his member organization; or

(3) is introduced by him or his member organization to another member organization on a disclosed basis.

… Supplementary Material:

[.10 Form SPA. - In accordance with the above rule, specialists are required to submit weekly reports on
Form SPA. This form can be obtained at the Information Desk on the Floor.]

123A. Rule 123A

* * *

… Supplementary Material:

40. Rule 123A.40 “Stop orders”.-A specialist must not make a transaction for his own account in a stock
in which he is registered that would result in putting into effect any stop order he may have on his book.
However, a specialist may be party to the election of a stop order only :
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(i) when his bid or offer, made with the approval of a Floor Official, has the effect of bettering the market and
when he guarantees that the stop order will be executed at the same price as the electing sale; or

(ii) when the specialist purchases or sells stock for his own account solely for the purpose of facilitating
completion of a member's order at a single-price, where the depth of the current bid or offer is not sufficient
to do so. When the specialist is acting in this manner, he shall not be required to guarantee that the stop
order will be executed at the same price as the electing sale. If any stop order that is elected pursuant to
(i) or (ii) above will be executed at a price which is one point or more away from a last sale of under $20 or
two points or more away from a last sale of $20 or more, (unless, pursuant to Rule 79A.30, a different price
parameter has been established for the subject security, in which case such different price parameter shall
also be followed for purposes of this rule) the specialist must obtain the approval of a Floor Governor prior to
engaging in a transaction for his own account at the electing sale price.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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October 25, 1994

  

Market Surveillance

 TO: Members and Member Organizations

SUBJECT: Multiple Order Representation

1. The Securities and Exchange Commission recently approved the adoption of new Rule 123A.46, attached.
The rule requires that a member or a member's representative inform a customer if he or she is representing
orders for more than one customer at the same time, on the same side of the market, if the orders may not
receive an execution in time priority of receipt, or may not receive an equal or strictly proportional split based
upon the size of the orders.

The purpose of the new provision is to ensure that customers are informed in a timely manner of the
circumstances under which their orders are being represented. For example, if a broker was representing
three not held orders to buy stock, one for 100,000 shares, and two for 50,000 shares each, and the broker
executed a trade for 12,000 shares, the broker would be permitted to (i) issue a report to the customer who
entered the order first; or (ii) split the trade equally by giving each order 4,000 shares; or (iii) split the trade
proportionally into 6,000 shares, 3,000 shares and 3,000 shares. Under these circumstances, no disclosure
would be required. However, if the execution would be split in any other manner, the intended manner of
representation would have to be disclosed to the customers prior to multiple orders being represented. It is
recommended that written records be maintained regarding such disclosure.

If you have any questions regarding new Rule 123A.46, please contact Brian McNamara (212) 656-7086 or
Donald Siemer (212) 656-6940.

Robert J. McSweeney

Senior Vice President

2. Rule 123A.46: Representation by Members of Multiple Orders

A member who has accepted for execution orders on the same side of the market from more than one
customer may not proceed to execute any such order until the member discloses to all such customers that
he or she is representing multiple orders on the same side of the market if the orders, as they are being
executed, may not receive an execution in time priority of receipt, or an equal or strictly proportional split,
based on the size of the orders, if that is the case, unless the terms of the order would provide for a different
split.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 94-54
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October 20, 1994

  

Member Firm Regulation

 PLEASE ROUTE TO MARGIN, CASHIER AND COMPLIANCE DEPARTMENTS

TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: MANAGING PARTNER/CHIEF EXECUTIVE OFFICERS AND SUBSCRIBERS

SUBJECT: 1995 HOLIDAYS

For your guidance, below is a list of those holidays on which the Exchange will be closed during 1995. Only
those holidays listed are considered by the Exchange as a non-business day. Any holidays not included on
this list are considered business days.

   Holiday                 Day        Date

   New Year's Day          Monday     January 2

   Washington's Birthday   Monday     February 20

   Good Friday             Friday     April 14

   Memorial Day            Monday     May 29

   Independence Day        Tuesday    July 4

   Labor Day               Monday     September 4

   Thanksgiving Day        Thursday   November 23

   Christmas Day           Monday     December 25

Any questions relative to this circular should be directed to Richard Nowicki (212) 656-3295, Pat Neil (212)
656-5227 or Steven Levine (212) 656-7080.

Raymond J. Hennessy
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October 14, 1994

  

Market Surveillance

 PLEASE NOTE THAT LIMIT-AT-THE-CLOSE (“LOC”) ORDERS WILL ONCE AGAIN BE PERMITTED
IN FIVE STOCKS ON A PILOT BASIS. LOC ORDERS MAY ONLY BE ENTERED AFTER 3:40 P.M. TO
OFFSET A PUBLISHED IMBALANCE AND CANNOT BE CANCELLED ON EXPIRATION DAYS

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Revised Procedures for Handling Market-on-Close Orders on
October 21, 1994 (“Expiration Friday”)

1. As previously announced in Information Memo 94-12, the Securities Exchange Commission has approved
use of limit-at-the-close orders (LOC) in five pilot stocks: DD, MRK, PEP, T and WMT. The new Rule has
been in effect on every trading day since April 15, 1994. Detailed discussion is on Page 3 of this Information
Memo.

•1. AUXILIARY OPENING PROCEDURES WILL BE IN EFFECT THIS MONTH AND EVERY MONTH FOR
SELECTED MIDCAP STOCKS AS WELL AS REGULAR PILOT STOCKS.

•2. NO MOC ORDERS RELATED TO A STRATEGY INCLUDING ANY STOCK INDEX FUTURES, STOCK
INDEX OPTIONS OR OPTIONS ON STOCK INDEX FUTURES IN EXPIRING CONTRACTS MAY BE
ENTERED AFTER 3:40 P.M. IN ANY STOCK. FLOOR BROKERS REPRESENTING SUCH ORDERS MUST
INDICATE THEIR MOC INTEREST TO THE SPECIALIST BY 3:40 P.M.

•3. NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:40 P.M. IN ANY STOCK.

•4. AS SOON A PRACTICABLE, AFTER 3:40 P.M., A SINGLE PUBLICATION OF MOC ORDER
IMBALANCES OF 50,000 SHARES OR MORE WILL BE PUBLISHED IN THE PILOT STOCKS.

•5. AFTER 3:40 P.M. IN THE PILOT STOCKS, MOC ORDERS MAY ONLY BE ENTERED TO OFFSET
PUBLISHED IMBALANCES.

DETAILED DISCUSSION IS PROVIDED ON THE FOLLOWING PAGES.

The October 21, 1994 expiration Friday Pilot stock lists are attached. Please note that only opening
procedures apply to the Midcap-related list.

2. OPENING PROCEDURES

For each monthly expiration, several auxiliary procedures are necessary to integrate stock orders relating to
expiring contracts into NYSE's opening procedures in a manner that assures an efficient market opening in
each stock as close to 9:30 a.m. as possible. The auxiliary opening procedures applicable on October 21,
1994 are:

1. Order Entry

Stock orders relating to index contracts whose settlement pricing is based upon the October 21, 1994
opening prices must be received by SuperDot or by the specialist by 9:00 a.m.
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- These orders may be cancelled or reduced in size. 1 

- Stock orders relating to index contracts whose settlement pricing is not based upon the October 21, 1994
opening prices may be entered after 9:00 a.m.

To facilitate early order entry, SuperDot (1) will begin accepting orders at 7:30 a.m. and (2) will accept market
orders of 30,099 shares or less.

“Limit-at-the-opening” (“limit OPG”) orders are permitted, including delivery through Exchange systems.

- Ordinary limit orders may also be entered.

2. Order Identification

Stock orders relating to opening-price settling contracts must be identified “OPG.”

- Firms entering these orders through SuperDot, but unable to identify orders as “OPG”, may use a unique
branch code or firm identifier (mnemonic) to identify these orders. The NYSE Market Surveillance Division (11
Wall Street, 10th Floor) must be advised of the branch code or identifier by October 24, 1994.

- Firms unable to identify these orders in either way, and firms not using SuperDot, must submit a list of all
these orders and related details to the NYSE Market Surveillance Division by October 24, 1994.

3. Dissemination of Order Imbalances

For any of the pilot stocks and for ten selected S&P MidCap 400 Index stocks (lists attached) having a market
order imbalance of 50,000 shares or more at 9:00 a.m., the NYSE will disseminate the size of the order
imbalance via the low-speed ticker and the news services as promptly as practicable after 9:00 a.m.

4. Dissemination of Indications

Except for the auxiliary procedures described above, all stocks, including the pilot stocks and selected
MidCap stocks, are subject to the regular NYSE opening procedures, including price indications where a
substantial price change is anticipated. Dissemination of an indication is mandatory for an opening which
will result in a price change constituting the lesser of 10% or three points from the prior NYSE close, or five
points if the previous close is $100 or higher, unless the price change is less than one point. Fifteen minutes
must elapse between a first indication and a stock's opening. However, when more than one indication is
necessary, a stock may open (1) five minutes after the last indication when it overlaps the prior indication
(e.g., 51 - 53 overlaps 50 - 52, but does not overlap 53 - 55) and (2) ten minutes after the last indication when
it does not overlap the prior indication, provided that 15 minutes must have elapsed from the dissemination of
the first indication.

3. PROCEDURES RELATING TO THE CLOSE

1. Limit-At-The-Close (“LOC”) Orders

The LOC pilot, which commenced on April 15, 1994, is integrated with expiration Friday policy.

Current procedures require MOC imbalances of 50,000 shares or more in the pilot stocks to be published on
the tape as soon as practicable after 3:40 p.m. on expiration days, including expiration Fridays. LOC orders
may be entered only if imbalances have been published in DD, MRK, PEP, T, or WMT and must be entered
by 3:55 p.m. On expiration days, LOC orders are irrevocable once entered, except in the case of legitimate
error.

No LOC orders related to a strategy including any stock index future, stock index options or options on stock
index futures in expiring contracts may be entered in any stock.

An LOC order is one that is entered for execution at the closing price provided that the closing price is at or
within the limit specified. LOC orders may be entered only to offset published imbalances of market-on-close
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(“MOC”) orders. They are prioritized on the specialist's book by time of entry and go behind all other orders
on the specialist's book at that price. LOC orders with prices that are better than the closing prices in the
subject security are guaranteed an execution, unless there is a trading halt in the security. LOC orders at the
closing price are executed in order of time priority with respect to other LOC orders, but are not guaranteed
an execution.

2. Market-On-Close Orders

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. Applicable MOC orders
are those relating to a strategy involving any stock index futures, stock index options, or options on stock
index futures, in all stocks. These procedures have been filed as a rule with the SEC.

The cut-off time is 3:40 p.m. for the entry of MOC orders that relate to a strategy including any expiring stock
index futures, stock index options or options on stock index futures. This requirement applies to all stocks
involving such a strategy, not just pilot stocks. Floor brokers representing such orders must indicate their
MOC interest to the specialist by 3:40 p.m. These closing procedures will be implemented with the October
21, 1994 expiration.

3. Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

4. Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:40 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will continue to be permitted after 3:40 p.m.

5. Special Procedures on Limitation of Entry of Orders and Publication of Imbalances in Pilot Stocks

You must, as stated above and required for all stocks, enter all MOC orders, in positions relating to a strategy
involving any expiring stock index futures, stock index options, or options on stock index futures, by 3:40 p.m.
eastern time. In addition, as described below, there are special limitations regarding the subsequent entry
of orders, and special procedures for publication of imbalances, that are applicable only to pilot stocks (see
attached list). It should be noted that pursuant to the newly amended Rule 13, limit-at-the-close orders in the
LOC pilot stocks only may be entered for execution on the close, in addition to market-on-close orders.

As soon as possible after 3:40 p.m., the Exchange will publish on the tape any imbalance of MOC orders
of 50,000 shares or more that existed at 3:40 p.m. in those pilot stocks. This will be the only MOC order
imbalance publication. If a “No Imbalance” notice is published in a pilot stock, no MOC or LOC orders will
be permitted in that stock. While MOC orders previously entered may be cancelled or reduced in size until
3:40 p.m., once a publication of an imbalance in a pilot stock has been made, any MOC or LOC orders
subsequently entered in such pilot stock will be accepted only to trade on the opposite side of the market in
relation to such published imbalance. The liquidation of positions relating to a strategy involving any stock
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index futures, stock index options, or options on stock index futures using MOC orders entered after 3:40 p.m.
is not permitted, even if such orders might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC or LOC orders, the imbalance of MOC orders
published as of 3:40 p.m. may not reflect the imbalance that exists at the close.

The procedures stated in this section relate only to the pilot stocks. Regular procedures, including revised
procedures for all stocks that are stated on Pages One through Four, will apply to all other listed securities.

6. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance shall, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The specialist shall then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction should be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they shall be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

7. “G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

8. Rule 80A

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on the last trade date prior to each month's expiration.

9. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a)(2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.
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Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
Robert Ambrosio at (212) 656-5597.

Robert J. McSweeney

Senior Vice President

                               

Attachments

         

4. Expiration Friday Pilot Stocks - October 21, 1994

   ABT   ABBOTT LABORATORIES

   AXP   AMERICAN EXPRESS COMPANY

   AHP   AMERICAN HOME PRODUCTS CORPORATION

   AIG   AMERICAN INTERNATIONAL GROUP INC.

   T     AMERICAN TELEPHONE AND TELEGRAPH

   AIT   AMERITECH CORP.

   AN    AMOCO CORPORATION

   ARC   ATLANTIC RICHFIELD COMPANY

   BAC   BANKAMERICA CORPORATION

   BEL   BELL ATLANTIC CORPORATION
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   BLS   BELLSOUTH CORPORATION

   BA    BOEING COMPANY

   BMY   BRISTOL MYERS SQUIBB COMPANY

   CHV   CHEVRON CORPORATION

   C     CHRYSLER CORP.

   CCI   CITICORP

   KO    COCA-COLA COMPANY

   DOW   DOW CHEMICAL COMPANY

   DD    DU PONT COMPANY

   EK    EASTMAN KODAK COMPANY

   LLY   ELI LILLY AND COMPANY

   XON   EXXON CORPORATION

   FNM   FEDERAL NATIONAL MORTGAGE ASSOCIATION

   F     FORD MOTOR COMPANY

   GE    GENERAL ELECTRIC COMPANY

   GM    GENERAL MOTORS CORPORATION
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   G     GILLETTE COMPANY

   GTE   GTE CORPORATION

   HWP   HEWLETT-PACKARD COMPANY

   HD    HOME DEPOT INC.

   IBM   INTERNATIONAL BUSINESS MACHINES CORP.

   IP    INTERNATIONAL PAPER COMPANY

   JNJ   JOHNSON AND JOHNSON

   MCD   MCDONALDS CORPORATION

   MRK   MERCK AND COMPANY INC.

   MMM   MINNESOTA MINING AND MANUFACTURING

   MOB   MOBIL CORPORATION

   MOT   MOTOROLA INC.

   NYN   NYNEX CORPORATION

   PEP   PEPSICO INC.

   PFE   PFIZER INC.

   MO    PHILIP MORRIS COS. INC.
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   PG    PROCTER AND GAMBLE COMPANY

   RD    ROYAL DUTCH PETROLEUM COMPANY

   S     SEARS ROEBUCK COMPANY

   SBC   SOUTHWESTERN BELL CORPORATION

   TX    TEXACO INC.

   UN    UNILEVER N.V. ORD SHARES

   USW   U.S. WEST INC.

   WMT   WAL-MART STORES INC.

   DIS   WALT DISNEY COMPANY

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of October 7, 1994
and the 20 Major Market Index stocks. The indicated (*) stock has been added to the list. COL has been
deleted.

           

5. MidCap Index Expiration Friday Stocks - October 21, 1994

   AFL          AFLAC Inc.

   BK           Bank of New York Company, Inc.

   CU           CUC International, Inc.

   *EMC         EMC CORP.
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   FBS          First Bank System Inc.

   FFM          First Financial Management

   GME          General Motors Corp. Class E

   MS           Morgan Stanley Group Inc.

   *ODP         Office Depot Inc.

    *SGI        Silicon Graphics Inc.

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of October 7,
1994. The indicated (*) stocks have been added to the list. AOC, CMA and MU have been deleted.

                               

6. Expiration Friday

         

Limit-at-the-Close (LOC) Pilot Stocks - October 21, 1994

   T     American Telephone and Telegraph Co.

   DD    E.I. Dupont DeNemours & Co.

   MRK   Merck and Co., Inc.

   PEP   PepsiCo, Inc.

   WMT   Wal-Mart Stores, Inc.

7. MEMORANDUM

Date: October 14, 1994
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To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) and Limit-at-the
Close (LOC) Orders

1. Openings

1Q. Can “limit at the opening” (“limit OPG”) orders be entered in the stocks that are not among the
stocks included in the pilot?

1A. “Limit OPG” orders are permitted on expiration Friday. Unexecuted “limit OPG” orders are cancelled after
the opening transaction.

2Q. When can specialists obtain an OARS status request?

2A. At any time after 7:30 a.m., in any stock. (Specialists should review OARS inquiry, freeze and opening
procedures to avoid problems.)

3Q. Must specialists wait until 9:27 a.m. to start the ITS pre-opening application?

3A. No. ITS Pre-Opening notifications may be issued beginning at 9:00 a.m.

4Q. Are “G” orders to sell short at the market handled differently at the opening than at the close on
expiration day?

4A. Yes, “G” short market orders are covered by two different procedures. At the opening they are handled
as they are on any other day. “G” short market orders must yield to all public limit orders at the lowest valid
short tick. At any higher price the “G” shorts need not yield. At the close, “G” market shorts must yield to all
limit orders at the sale price, even if that price is higher than the first valid short tick.

5Q. How should specialists and Floor Officials handle requests to “hold the opening” in the pilot
stocks?

5A. The Exchange has added auxiliary and early procedures with the express purpose of providing a prompt
opening in all stocks, not just the 50 pilot stocks. Brokers should be told to have their opening interest
represented by 9:30 a.m., and assuming adequate pricing information re: substantial disparity from the close,
all stocks should be opened as quickly after 9:30 as possible.

2. MOC and LOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

2A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

   1. Example #1   200,000 buy MOC

                    50,000 sell MOC
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                    50,000 sell plus MOC

                    25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

   2. Example #2   100,000 sell MOC

                    50,000 buy MOC

                    25,000 buy minus MOC

                    25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000−B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

3Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4 -1/2 - last sale 20 3/8

3A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus or sell
short order would go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the
other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus or
sell short order would go ahead of the 20 1/2 limit sell orders on the book because it should be treated like a
market order. Similarly, a market-on-close buy minus order would be treated as a limit order if the last sale
was on a “plus” or “zero plus”, going behind any buy orders limited at 20 1/4. If the last sale was on a “minus”
or “zero minus” tick, the market-on-close buy minus order would be treated as a market order and executed
ahead of 20 1/4 limit buy orders on the book.

4Q. Are MOC “short” at-the-close orders permitted?

4A. Firms may enter “short” MOC orders.

5Q. Should brokers in the Crowd give the specialist their orders prior to the final bell? How should
they be handled by the specialist?

5A. Yes. In the pilot stocks, any brokers in the Crowd handling orders relating to strategies should give their
orders to the specialist by 3:40 p.m., to allow the specialist to arrange a closing price. Such orders should be
handled like “love” orders on the opening.

6Q. Can MOC orders be entered in the pilot stocks if a “No Imbalance” notice is published at 3:40
p.m.?

6A. No MOC orders may be entered if a “No Imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.

7Q. Are limit-at-the-close (LOC) orders permitted?
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7A. LOC orders may be entered only in the stocks specifically identified for participation in the LOC pilot.

8Q. What is the priority sequence for execution of LOC orders?

8A. Marketable LOC orders are treated as market orders and must be executed. Such orders include better-
priced (i.e., orders with a limit price better than the closing price) LOC orders to buy and sell long (including
“G” orders) and better-priced LOC orders to sell short or sell plus, if the closing price would represent a
“double plus tick”.

LOC orders limited to the closing price and better-priced LOC orders to sell short and sell plus that could not
be executed at a price lower than the actual close are sequenced by time priority among themselves, but
behind all other orders at the closing price, and may be executed, depending on the size of the imbalance to
be offset.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.
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Market Surveillance

 TO: All Members and the Managing Partner/Chief Executive Officer of Each Member Organization

SUBJECT: Amendments to Rules on Registered Competitive Market Makers and Competitive Traders

The Securities and Exchange Commission recently approved amendments to rules applicable to Registered
Competitive Market Makers (RCMMs) and Competitive Traders (CTs). The amendments to Rules 107A(2),
107A(3), 107B(7), 110 and 111 are effective immediately.

1. Registered Competitive Market Makers

Rules 107A and B govern RCMMs. An RCMM is an individual who may initiate trades for his or her own
account or for the account of the RCMM's member organization or who may execute orders as broker for
the purchase or sale of stock which has been left with him or her for execution by the RCMM's member
organization or any other member organization. An RCMM is expected to trade in certain market situations
on the other side of a market imbalance. The Exchange has amended Rules 107A and B to facilitate the
contribution of RCMM's to the Exchange market.

Rule 107A(2)(a) currently requires that an RCMM be able to establish that he or she can meet, at all times,
with his or her own liquid assets, a minimum net capital requirement of $25,000 over and above any and
all other federal and or Exchange capital requirement to which the RCMM may be subject. The Exchange
amended the rule to increase that amount to $100,000 inclusive of all other federal and/or Exchange capital
requirements to which he or she may be subject, unless federal or Exchange capital rules require a greater
amount.

Rule 107A(3) currently provides that an RCMM may withdraw his or her registration as such with ten days
written notice to the Exchange. The Exchange amended this rule to state that an RCMM may withdraw his or
her registration by giving notice to the Market Surveillance Division and that such withdrawal shall become
effective immediately. The amendment also prohibits an RCMM from re-entering the Exchange market as an
RCMM for six months after withdrawing his or her registration.

The Exchange has amended Rule 107B to add 107B(7), which requires RCMMs to respond, on a monthly
averaged basis, to at least one market imbalance call-in notification disseminated electronically on the Floor
for each trading session that the RCMM is on the Floor. The new rule also provides that an RCMM shall not
be required to respond to more than three individual call-ins, in the aggregate, by Floor Officials or brokers,
for any trading session. Notwithstanding the above, the new rule provides that a RCMM shall be required to
respond to as many call-ins as required by market circumstances and needs.

Rule 107B(7).10(ii) currently provides that when two or more RCMMs, or one or more RCMMs and the
specialist, are purchasing or supplying stock, they may not, in the aggregate, supply or take more than 50%
of the stock bid for or offered. The Exchange has amended this rule to delete the reference to the specialist's
participation with respect to the aggregated 50% limitation. The amendments also eliminate the requirement
that RCMMs report instances when they trade along with a specialist.

Rule 107B(7) .60 currently provides that, with respect to orders received by the specialist by means of the
Exchange's SuperDot System, the specialist may request a Floor Official to consider whether to call in an
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RCMM to trade with an order imbalance. The amendments eliminate Rule 107B(7) .60 as unnecessary in
light of other call-in provisions in the rule.

2. Competitive Traders

Rule 110 currently provides that members who are acting as CTs on the Floor and wish to purchase or sell
stock for accounts in which they have an interest may not congregate in a particular stock and individually or
as a group dominate the market in that stock. The rule also prohibits CTs from effecting such purchases or
sales except in a reasonable and orderly manner and prohibits them from being conspicuous in the general
market or in the market in a particular stock.

Supplementary material to Rule 110 provides that when establishing, increasing or liquidating a position, no
more than three CTs may be in the trading crowd for one stock at the same time without a Floor Director's
permission. This limitation includes brokers attempting to execute orders for CTs. The amendments
delete .10 as unnecessary given the relatively small number of CTs active on the Floor.

Rule 111(b) currently provides that a CT establish and maintain minimum capital of $25,000 over and above
any other federal or Exchange capital requirements. The Exchange amended Rule 111(b) to provide that
a member who is registered as a CT must establish and maintain minimum capital of $100,000, including
all federal and Exchange capital requirements, unless federal or Exchange capital rules require a greater
amount.

The text of the amended rules is attached. Any questions on the amendments may be directed to David Fisch
at (212) 656-6769 or John Gregoretti at (212) 656-6791.

Attachment

Robert J. McSweeney

Senior Vice President

A. ATTACHMENT A

Additions Underscored

Deletions [bracketed]

107. Rule 107

A. A. Registration of Registered Competitive Market-Makers

* * *

2. 107A (2) Requirements. - In order to be registered as a Registered Competitive Market-Maker, a member
shall:

(a) be able to establish that he can meet, at all times, with his own liquid assets, a minimum capital
requirement of [$25,000 over and above any and] $100,000 which shall include all other federal and/or
Exchange capital requirements to which he may be subject , unless Federal or Exchange capital rules require
a greater amount;

* * *

107A (3) Voluntary Withdrawal of Registration - Any Registered Competitive Market Maker may withdraw
his registration [as such on not less than 10 days written notice of such withdrawal given to the Exchange
(Market Surveillance and Evaluation Division)] by giving notice to the Market Surveillance Division. Such
withdrawal of registration shall become effective immediately on the giving of such notice. Subsequent to
withdrawal, no member shall be permitted to re-register as a Registered Competitive Market-Maker for a
period of six months.
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* * *

B. B. Dealings of Registered Competitive Market-Makers

* * *

107B (7) A Registered Competitive Market Maker shall respond, on a monthly averaged basis, to at least
one market imbalance call-in notification disseminated electronically on the Floor for each trading session
that he is on the Floor. A Registered Competitive Market Maker shall not be required to respond to more than
three individual call-ins, in the aggregate, by Floor Officials or brokers, for any trading session that he is on
the Floor. Notwithstanding the above, a Registered Competitive Market Maker shall be required to respond to
call-ins as dictated by market circumstances and needs.

* * *

107B(7).10 (ii) Whenever two or more Registered Competitive Market-Makers [or one or more Registered
Competitive Market Makers and the specialist] are purchasing or supplying stock pursuant to (A), (B) or
(C) above, the provisions of this paragraph shall apply to the transactions of all such members taken in the
aggregate.

* * *

107B(7) .30 Form 81/RCMM Reports- Every Registered Competitive Market Maker must keep a record of
purchases and sales initiated on the Floor for his own account or the account of his member organization.
Such record must show the sequence in which each of his transactions actually took place and insofar as
practicable the time thereof, the contra side of the trade, and whether each such transaction was at the same
price or in what respect it was at a different price in relation to the immediately preceding transaction in the
same stock. Registered Competitive Market-Makers are required to report such transactions on Form 81/
RCMM on periodic call from the Exchange[]. [except that a Registered Competitive Market-Maker shall submit
to the Exchange a Form 81/RCMM Report whenever having purchased or sold pursuant to paragraph B(4),
he also effects a transaction or transactions on the other side of the market at the same price with a specialist
on the same day.] Such reports shall be submitted to the Market Surveillance [and Evaluation] Division on the
day following the trade of such transactions.

* * *

[.60 With respect to orders received by a specialist via the DOT system, the specialist may request a Floor
Official to consider whether a call upon Registered Competitive Market-Makers to discharge obligations as set
forth in subparagraph .10(i)].

110. Rule 110

Supplementary Material:

[.10 When establishing, increasing or liquidating a position, no more than three Competitive Traders may
be in the trading Crowd for one stock at the same time unless an increase is approved in writing by a
Floor Director whenever, in his opinion, the presence of a larger number of Competitive Traders would be
constructive.

This limitation includes brokers who are attempting to execute orders for Competitive Traders. In such cases,
brokers must announce publicly that they are so acting for Competitive Traders.]

111. Rule 111

* * *

(b) A member who is registered as a Competitive Trader is required:
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(1) To establish and maintain minimum capital of [$25,000 over and above any other] $100,000, including
all Federal and Exchange capital requirements, unless Federal or Exchange capital rules require a greater
amount; and

* * *

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Market Surveillance

 TO: All Members and Member Organizations

SUBJECT: Allocation Policy and Procedures

1. The Securities and Exchange Commission recently approved amendments to the Exchange's Allocation
Policy and Procedures. The amended policy is attached. Except as otherwise indicated, the amendments are
effective immediately.

The amendments consist of the following:

•1. The composition of the Allocation Committee, which consists of nine members, has been amended to
include: three broker Governors (one of whom may be an independent/two-dollar broker); four other Floor
brokers from the Allocation Panel (one of whom must be an independent/two-dollar broker); and two allied
members from the Market Performance Committee or the Panel. For options allocations, only one Governor
will sit on the Committee. Currently, only one Governor sits as a member of the Allocation Committee, and
the policy does not require that one member of the Committee be an independent/two dollar broker. These
changes will be phased in as current Committee members' terms expire.

•2. The quorum requirement for the Allocation Committee has been amended to require that at least two Floor
Broker Governors be present out of the seven member quorum. Currently, only one Governor is required for a
quorum. This change will also be phased in. (For options allocations, a quorum would include one Governor.)

•3. The Policy has been amended to allow Governors to serve as chairmen of the Allocation Committee.
Currently, they are not eligible to serve. The Policy has also been amended to require that all candidates for
chairman have prior experience on the Allocation Committee.

•4. All incoming Allocation Committee members are expected to observe as many Committee meetings as
possible prior to beginning their terms as Committee members.

•5. The Allocation Panel now will be composed of 36 members, including 28 Floor brokers and eight allied
members, plus the eight broker Governors and four allied members serving on the Exchange's Market
Performance Committee. Previously, the four allied members of the Market Performance Committee did not
serve on the Panel.

•6. Allocation Panel members must be nominated by the Exchange membership.

•7. To be eligible to serve on the Allocation Panel, Floor brokers must have five years of trading Floor
experience. In the case of allied members, the member organization is appointed to the Panel and it selects
a representative to serve. The Exchange has amended the Policy to require that the allied members chosen
to serve have at least five years of experience in trading listed equities and have a senior position on the
trading desk. The Policy was also amended to permit allied members to designate one alternate who meets
the Panel qualifications, subject to approval by the Floor Directors.

•8. The Policy has been amended to provide for a four month term of service on the Allocation Committee for
all members. The current terms are six months for non-Governor members and two months for Governors.
The Exchange has codified the practice of permitting Panel members to serve a maximum of six consecutive
one year terms and to stagger terms so that every two months four or five members rotate from the Allocation
Committee. The amendments are being phased in.
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•9. The amendments have codified the Exchange's practice on the allocation of merging listed companies.
When two listed companies merge, the new entity is assigned to the specialist in the company determined
by the Market Performance Committee to be the surviving/dominant company. If no surviving/dominant
company can be identified, the entity will be allocated by the Allocation Committee, with application open to
all specialist units.

Questions concerning these amendments may be directed to Linda Korbin, Committee Support Services
(212) 656-3008.

Robert J. McSweeney

Senior Vice President

2. NEW YORK STOCK EXCHANGE, INC.

Allocation Policy and Procedures

I. PURPOSE

The current allocation process was established in 1976. In September 1987 the Quality of Markets Committee
of the NYSE Board of Directors appointed a special Allocation System Review Committee (ARC) to conduct
a comprehensive review of the allocation process. The ARC's recommendations were implemented once
approved by the SEC in May 1990. A second and third committee were appointed to review the policy and to
make revisions where appropriate. The objective of each review was to preserve the integrity of the original
system and build upon its strengths, in order to ensure that the allocation process:

(1) is based on fairness and consistency;

(2) maximizes the professionalism, expertise and objectivity of committee members;

(3) minimizes potential conflicts of interest;

(4) rewards performance and provides an incentive for performance improvement;

(5) spreads reward and risk throughout the specialist system, in order to contribute to its strength and
continued viability;

(6) provides the best possible match between specialist unit and stock, and provides an opportunity for input
from the listing company for that purpose;

(7) provides for education of all participants in the allocation process; and

(8) ensures the strength and autonomy of the Allocation Committee in applying policy.

Both committees concluded that, since its inception in 1976, the allocation process has worked very well.
Because specialist can expand their business only by increasing the number of their specialty stocks,
allocation criteria and procedures and the performance evaluations on which they rely focus critical attention
on customer service and ongoing improvement in the level of specialists' performance. The result is higher
quality markets, benefiting the investing public, listed companies and member organizations.

The committee recognizes that one key to continued success is ongoing education to ensure understanding
of and commitment to the allocation process. The effectiveness of the allocation system, and the full
confidence of the board range of Exchange constituents in that process, also depend on specialist
performance data and can be sustained only to the extent that the performance evaluation process provides
the highest quality data to the deliberative process. The Allocation System Review Committee reviewed
and developed recommendations regarding the SPEQ process in 1991. It is essential that the Exchange
continue to periodically review and seek to improve the specialist performance evaluation process as well as
the allocation system.
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This document presents the policy of the Exchange with respect to the allocation of equity securities: (1)
when a common stock is to be initially listed on the Exchange; (2) when a security is to be reallocated as a
result of disciplinary or other proceedings under Exchange Rules 103A, 475 and 476; or (3) when a specialist
unit voluntarily surrenders its registration in a security as a result of possible disciplinary or performance
improvement action. The purpose of the allocation system is: (1) to ensure that securities are allocated in
an equitable and fair manner and that all specialist units have a fair opportunity for allocations based on
established criteria and procedures; (2) to provide an incentive for ongoing enhancement of performance
by specialist units; (3) to provide the best possible match between specialist unit and security and (4) to
contribute to the strength of the specialist system.

II. ALLOCATION COMMITTEE

1. Responsibility

The Allocation Committee has sole responsibility for the allocation of securities to specialist units under this
policy pursuant to authority delegated by the Board of Directors, and is overseen by the Quality of Markets
Committee of the Board (“QOMC”). The Allocation Committee renders decisions based on the allocation
criteria specified in this policy (see Section IV). Allocation decisions are published for Exchange Floor
members and are communicated to listing companies by Exchange staff. The Allocation Committee gives
periodic reports to the QOMC.

2. Composition

The composition of the Allocation Committee is intended to maximize expertise and objectivity in the
allocation process.

To this end, the committee is comprised of 7 Floor brokers, including 3 broker Governors (1 of whom may
be an independent/two dollar broker), 4 other Floor brokers from the Allocation Panel (1 of whom must be an
independent/two dollar broker) and 2 allied members from the Market Performance Committee or the panel.
For options allocations, only 1 Governor shall sit on the specialists, as well as broad-based knowledge of
units on the Floor. Therefore, they have the largest representation on the committee. Allied members often
provide a perspective on the trading characteristics of new listings and experience as an off-Floor customer
of the specialists. Including Governors on the committee adds comprehensive knowledge of specialist
performance as well as a broad perspective and expertise relating to the Exchange.

The 9-member committee is chosen from an Allocation panel (See Section III), which includes Floor brokers,
allied members and Governors. Selection of committee members within the appropriate member categories
is random as to individuals, but an effort is made to appoint individuals who have not yet served on the
committee before, reappointing past committee members. The Exchange also tries to provide a balanced
Floor geographical mix - 3 Main Room, 2 Garage, 1 Blue Room, 1 Expanded Blue Room. Efforts are also
made to include no more than one broker or allied member whose firm is affiliated with a specialist unit.

3. Term of service

Committee members serve 4-month terms, and every two months four or five members are rotated, thereby
fostering continuity and objectivity in the decision-making process.

A committee member whose term has expired is ineligible for consecutive reappointment, but after two
months is eligible for further service if again randomly selected.

4. Quorum requirement

A full Allocation Committee affords optimal participation, and every effort is made to have 9 members for each
allocation decision. Whenever standing committee members are unable to serve for a particular meeting or
must abstain from deliberations regarding particular stocks, randomly selected panel members may substitute
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to complete a 9-member committee. A quorum requirement is established so that allocation decisions can
otherwise be made, provided there are 7 members including 6 Floor brokers, at least two of whom are
Governors, and 1 allied member. For options allocations, a quorum shall include one Governor. In the event
no current Floor broker or allied panel member is available, a former Allocation Committee chairman may
substitute. A former chairman brings unique experience and expertise to the process.

5. Chairman

The Allocation Committee chairman is selected from among the Floor brokers on the standing committee
whose firms conduct business with the public, as well as Governors. (Governors and brokers whose firms
are affiliated with a specialist unit are ineligible to serve as chairman.) All candidates for chairman must have
experience on the Allocation Committee to qualify. The chairman is elected by current Allocation Committee
members, including outgoing members and members of the committee who will be serving at the time of the
chairman's appointment.

While allocation decisions are made by the committee as a whole, the chairman's role calls for leadership in
conducting meetings in accordance with policy and procedure, emphasizing the importance of preserving the
integrity of the allocation process, the committee's responsibility to serve the best interests of the public and
the Exchange, and the need to suspend individual interest and avoid possible conflicts of interest.

In order to foster a complete understanding of and ensure consistency of the allocation process, each new
chairman is elected two months prior to the commencement of his or her term as chairman. The eligible
members will thus include the brokers with 4 to 6 months remaining in their committee terms, plus the brokers
selected for rotation onto the committee two months hence. The chairman will serve until the end of his or her
committee term (i.e., two to six moths).

If elected prior to the commencement of his or her committee term the chairman-elect will attend meetings
as an observer and discuss the allocations with the current chairman. If already serving on the committee,
the chairman-elect will likewise discuss the meetings with the current chairman. Orientation of each new
chairman will also be provided by former chairmen of the Allocation Committee and by the Quality of Markets
Committee. A standardized agenda for education of new chairmen will be made available.

6. Committee member abstentions

In making allocation decisions pursuant to this policy, it is the responsibility of each Allocation Committee
member to adhere strictly to the approved allocation criteria. A committee member who feels he or she
cannot abide by the criteria due to potential conflict of interest (e.g., allocation involving a relative, a financial
interest, relief specialists, etc.) should disqualify himself or herself from the deliberations.

If an Allocation Committee member has an investment banking relationship (defined as manager or co-
manger of an underwriting group) or is in an advisory fee relationship with an about-to-be listed company,
that committee member must abstain from allocation deliberations with respect to that particular stock. A
broker or allied member whose firm is affiliated with a specialist unit must abstain from deliberations regarding
allocation of a stock for which that unit has applied.

7. Committee disclosure

The names of the standing committee members will be kept confidential. Allocation Committee books will not
be delivered to committee members on the trading Floor. Committee members will pick up their books at the
Committee Support Services area.

8. Committee information

Allocation policy provides the application form and related written correspondence as the means by which
interested parties transmit to the Allocation Committee information pertinent to allocations. Exchange
members and investment bankers may not initiate contact with Allocation Committee members pertaining to
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an upcoming allocation. Allocation Committee members will enforce this prohibition. Allocation decisions are
made by the committee as a whole, based on the published allocation criteria. Under all circumstances the
confidentiality of the Allocation Committee's deliberations is paramount.

9. Observation of Committee Meetings

All incoming committee members are expected to observe as many committee meetings as possible prior to
the commencement of their committee terms.

III. ALLOCATION PANEL

1. Composition

The composition of the Allocation Panel reflects the committee structure and includes 36 members selected
for the panel - 28 Floor brokers, 8 allied members - plus the 8 Floor broker Governors who are part of the
panel by virtue of their appointment as Governors and 4 allied members serving on the Market Performance
Committee.

2. Selection

Panel members are nominated by the membership. A selection committee, appointed by the Floor
Directors, reviews the nominations and recommends panel appointments to the Floor Directors, who finalize
recommendations for presentation to the QOMC. The selection committee operates in accordance with such
guidelines as are established and made known to the membership from time to time. The selection committee
and, in turn, the Floor Directors seek to develop a representative panel that maximizes professional expertise
and broad exposure on the Floor by including members from various types of firms and from diverse locations
on the Floor. To the maximum extent possible, the Floor members on the panel are expected to be a core
group of experienced, senior professionals, such as former Allocation Committee chairmen, senior Floor
Officials, and current and former Floor Governors.

In the case of allied members, the member organization is appointed to the panel. The individual
representative is then selected by the organization. A Floor Director gives guidance to the organization in
selecting an appropriate representative.

3. Eligibility

Professional expertise and experience are essential to the excellence of the allocation system. Therefore, a
Floor member must have a minimum of 5 years experience as a member on the Floor in order to be eligible
for appointment to the Allocation Panel. In the case of allied members, the member organization shall select
a representative with at least 5 years of trading experience in listed equities and a senior position on the
trading desk. Each allied member may designate one alternate who meets the Panel qualifications, subject to
approval by the Floor Directors.

4. Term of service

Panel members are appointed to serve a one-year term. They may serve a maximum of 6 consecutive one
year terms. Once a panel member has served a total of two 4-month committee terms, the member is rotated
off the panel at the next annual meeting of the Exchange. The panel members serve staggered terms so
that every 2 months 4 or 5 members rotate from the committee. Once rotated off, the member is ineligible for
appointment to the panel for one year. Governors are not subject to the two committee term restriction, but
remain on the panel for as long as they are Governors.

IV. ALLOCATION CRITERIA
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Allocation decisions under this policy are based on the professional judgment of the Allocation Committee in
applying specified criteria.

In order to ensure that a single criterion is not afforded too great a weight in any allocation decision, and in
order to ensure consistency in the allocation process, the Allocation Committee will base its decisions on the
following:

(i) results of the Specialist Performance Evaluation Questionnaire (“SPEQ”) (to be given no more than one-
third weight);

(ii) objective performance measures; and

(iii) the committee's expert professional judgment in considering the SPEQ, objective measures of
performance, and other criteria as enumerated below.

Set forth below are the criteria, followed by an explanation of each:

- SPEQ

- Objective performance measures

- Professional judgment

- Listing company input

- Allocations received

- Capital deficiency, disciplinary actions, justifiable complaints

- Foreign listing considerations

1. Specialist Performance Evaluation Questionnaire

The SPEQ includes several facets. Professional judgment determines the relative weight of the various
aspects listed below:

(a) ratings in the current quarter, particularly relative to other applicants;

(b) improved ratings;

(c) ratings over time (e.g., 4 quarters), to consider possible aberrations in ratings;

(d) the strengths of the individual specialist designated by the unit to handle the stock, relative to the
strengths of the specialists designated by other applicants, as indicated by SPEQ comments that frequently
refer to performance of individuals;

(e) ratings and written comments on specific specialist functions in relation to particular characteristics of the
new listing; and

(f) written SPEQ comments as to the performance of the entire unit.

2. Objective measures of performance

The objective performance measures include TTV, stabilization and such other measures as may be adopted.
Objective measures in Rule 103A include:

(a) timeliness of regular openings;

(b) promptness in seeking Floor official approval of a non-regulatory delayed opening;

(c) timeliness of DOT turnaround; and

(d) response to administrative messages.

The objective measures are reported to the Allocation Committee as a “pass” or “fail” as specified in rule
103A.
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Specialist dealer performance is measured in terms of participation (TTV) and stabilization. The Allocation
Committee receives the most recent data available and historical data with respect to each applicant's
performance in relation to other units evaluated during the same time period.

The Allocation Committee is informed if an applicant has been subject to a performance improvement action
in the most recent four quarters.

Although stocks are allocated to units, as noted above, the committee may give consideration to the person
who will serve as the specialist. Therefore, it is important that the application accurately represent the unit's
plans as to the individual who will handle the stock.

3. Professional judgment

The expert, professional judgment of the members of the Allocation Committee is crucial to the allocation
decision-making process. Decisions are based on professional judgment, rather than mathematical
calculation. Each committee member evaluates the data and determines how the specified criteria should
be applied in each allocation, based on his or her expertise and experience from the viewpoint of his or her
role in the Exchange community. In addition to the SPEQ and the objective performance measures described
above, the committee also considers listing company input, allocations received, capital and disciplinary and
cautionary data, as detailed below.

4. Listing company input

Listing on the New York Stock Exchange is a significant development for a company, and the assignment of
a specialist to make a market in the company's shares via the allocation process is an important step. The
listing company may wish to communicate its views for consideration by the Allocation Committee in selecting
the best possible specialist for the company's stock.

The Allocation Committee will consider a letter from the listing company requesting specific units and/or
specifying particular expertise in one or more aspects of the specialist's role. While specialist performance
continues to be the most significant criterion, the committee will use its professional judgment in giving
appropriate weight to all relevant factors, including company letters, to determine the selection of a specialist
unit.

From time to time a listing company may choose to interview specialist units. The Exchange takes a neutral
position on this practice and as such will neither arrange interviews nor recommend units to be interviewed.

5. Allocations received

The committee is provided information on allocations received by each unit in the preceding year and the
current year, the number of applicants for those stocks allocated in the past and the number of stocks lost
through corporate mergers, delistings or other such events over which the specialist has no control. While
a recent allocation does not preclude a unit from being awarded a subsequent new listing, the committee
considers such factors in comparing similarly qualified applicants.

6. Capital deficiency

The committee is informed of any applicant that is in capital violation, or is potentially in violation, based
on a current check of estimated capital data (conducted between the application deadline and the date of
the allocation meeting). A unit with a capital deficiency will be informed in advance of the meeting and may
provide information for the committee explaining the circumstances of the unit's capital situation. The unit's
capital history will also be provided (frequency of past violations and borderline situations).

7. Disciplinary and cautionary data
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The committee is informed of disciplinary and cautionary actions, as described below.

Cautionary letters regarding market maintenance are reported for 12 months beginning at the time of
issuance.

All other cautionary letters and summary fines are reported for 6 months beginning at the time of issuance.

The preceding parameters apply equally to disciplinary or cautionary actions that result from a justifiable
complaint (public or institutional complaint received via correspondence).

The committee is informed of significant pending enforcement matters. The investigations are included in an
allocation file when (a) a stipulation is signed or (b) when charges are issued. If formal disciplinary action is
ultimately taken, the item would remain in the file for 6 months after a Hearing Panel decision is final.

8. Foreign listing considerations

The special characteristics of foreign issues often require the specialist to commit extra resources in order to
be a presence in the foreign market. Therefore, in allocating a foreign issue, the committee also considers a
specialist applicant's commitment to establish and maintain relationships with arbitrage houses and foreign
brokerage firms, and to gain familiarity with various aspects of trading securities of foreign issuers.

V. POLICY NOTES

1. Spin-offs, listing of related companies and relistings

Spin-offs and related companies of listed companies and relistings are treated as new listings, with allocation
open to all units. Information about the relationship to a listed company or prior listing and the name of the
specialist involved, is included on the stock data sheet inviting specialist applications. The same information
is provided to the committee for consideration in their deliberations regardi ng the allocation of the new listing.
While committee members use their own judgment to determine what consideration, if any, should be given to
that information, a listing company's request not to be allocated to its former specialist unit (or the specialist in
the parent or related company) will be honored.

2. Listed Company Mergers

When two NYSE listed companies merge, the merged entity is assigned to the specialist in the company
that is determined to be the survivor-in-fact (dominant company). Where no surviving/dominant entity can be
identified, the matter is referred to the Allocation Committee and all specialist units are invited to apply.

3. Support of the allocation system

The Allocation Committee views positively a specialist unit's applying for a broad range of issues.

4. Criteria for applicants that are not current specialists

Since an entity seeking to enter the specialist business does not have a history directly comparable to that of
existing units, the Allocation Committee considers the following criteria with respect to applicants that are not
currently specialists.

1. Individuals proposed as specialists must have successfully completed the Exchange's specialist
examination.

2. The proposed unit must demonstrate that it understands the specialist business, including the needs of
brokers, their organizations, and their customers.

3. The proposed unit must demonstrate an ability and willingness to trade as necessary to maintain fair and
orderly markets with depth and liquidity, and facilitate the execution of orders.
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a) The proposed unit should indicate the extent of its capital commitment to specializing over and above the
minimum capital requirements.

b) The proposed unit must have sufficient specialist and clerical support dedicated to maintaining and
servicing the market in a specialty stock.

c) If the proposed specialist unit or any of its participants is presently a specialist or market maker on any
exchange, performance during the prior 12 months, as evidenced by available data maintained by such
exchange which evaluates the quality of performance of the unit or its participants as a specialist or market
maker on such exchange, will be considered by the Allocation Committee.

4. Other factors that will be considered by the Allocation Committee include any action taken or warning
issued within the past 12 months by any regulatory or self-regulatory organization against the unit or any of its
participants relating to:

a) any capital or operational problem; or

b) any Floor-related activity.

VI. PROCEDURES

1. Applications

Whenever a security is to be allocated to a specialist unit, all specialist units are invited to submit applications
to the Exchange prior to the published deadline for the allocation of such security. The application of any
specialist unit shall be in such form as shall be approved from time to time by the Exchange, but each
applicant shall be free to submit in writing such additional information in support of its application as it may
wish to bring to the attention of the Allocation Committee.

2. Blanket applications

A specialist unit may also file with the Exchange a blanket application pursuant to which the applicant agrees
to accept the allocation of any security. Any security allocated to a specialist unit on the basis of its blanket
application shall not be reflected in the records of the Exchange as a “security gained” nor shall it prejudice
that unit's eligibility for future allocations.

3. Decision making

An allocation decision pursuant to this policy is made on the basis of the specified criteria, by a majority vote
of the committee members present at the meeting and eligible to vote on such matter.

4. Announcement

Written notice of the name and post location of the successful applicant are made known to the members of
the Exchange and to the issuer of the security allocated.

5. Registration of Specialists

Each member associated with the specialist unit to which any security is allocated who acts as a regular
specialist in such security shall be registered as a specialist in such security pursuant to Rule 103.

VII. EDUCATION

Education of all participants is a key to ensuring continued quality and consistency in the allocation process.
A summary of the education process follows:
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New panel members receive an orientation conducted by former Allocation Committee chairmen and staff,
and serve as observers at meetings before their terms begin. A standardized agenda for educating Allocation
Committee members will be made available.

The new Allocation Committee chairman is elected two months in advance of his or her appointment to
provide time to observe and learn from the existing chairman. The newly elected chairman also receives an
orientation by former committee chairmen and the Quality of Markets Committee. A standardized agenda for
educating new chairmen will be made available.

Educational efforts regarding the allocation process are offered periodically for specialists as well as the
general membership.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 94-52

Click to open document in a browser

October 6, 1994

  

Member Firm Regulation

 NOTE: PLEASE ROUTE TO YOUR COMPLIANCE OFFICER

TO: All Members and Member Organizations

ATTENTION: Managing Partners, Chief Executive Officers, Legal and Compliance Departments

SUBJECT: Additional Rules Subject to the Imposition of Fines for Minor Violations Under Rule 476A
Procedures

1. The Securities and Exchange Commission (“SEC”) has recently approved the addition of the following
rules and policies administered by the Member Firm Regulation and Market Surveillance Divisions to the
list of rules for violations of which the Exchange may determine to impose fines pursuant to the expedited
procedures of Rule 476A. (See SEC Release No. 34-34230, dated June 17, 1994 and Release No. 34-34327,
dated July 7, 1994.) Effective immediately, these rules and policies are:

•1. Failure to supply the Exchange with information relating to the existence of any statutory disqualification
as required by Rule 304(h)(2);

•2. Rule 345.12 - failure to file and keep current applications (Form U-4) for natural persons required to be
registered with the Exchange;

•3. Rule 472(c) - failure of member organization to retain communications with customers and the public for at
least three years;

•4. Rule 346(e) - failure to obtain Exchange approval for a supervisory person not devoting full-time to a
member organization's business;

•5. Rule 346(f) - failure to obtain Exchange approval for association with a person subject to a statutory
disqualification;

•6. Failure to obtain employer's prior written consent for engaging in an outside activity as required by Rule
346(b);

•7. Guaranteeing a customer's account against loss or sharing in profits or losses as prohibited by Rule
352(b) and (c);

•8. Rule 440C - failure to deliver against a short sale without a diligent effort to borrow; and

•9. Failure of a new Floor member to adhere to order execution procedures during the period the member is
required to wear a temporary badge.

Members and member organizations are reminded that, notwithstanding the procedures authorized by Rule
476A, the Exchange may, in any case it deems appropriate, proceed to bring charges and commence a
formal disciplinary proceeding under Rule 476.

The List of Rules for violations of which the Exchange may determine to impose fines under Rule 476A and
the amount of fines that may be imposed are contained in Attachment A.

Questions relating to new Floor member order execution violations may be addressed to Donald Siemer
(212) 656-6940. Questions relating to the other additions to the Rule 476A List may be addressed to Rudolph
Schreiber at (212) 656-5226.
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Salvatore Pallante

Senior Vice President

A. Attachment A

Additions Underscored

1. LIST OF EXCHANGE RULE VIOLATIONS AND FINES APPLICABLE THERETO PURSUANT TO RULE 476A

•1. Rule 15 (ITS and Pre-Opening Applications) and Rule 15A (ITS “Trade-Throughs” and “Locked-Markets”
and ITS Block Trade Policy)

•2. Violation of the agency provisions of Rule 72(b)

•3. Rule 79A.30 requirement to obtain Floor Official approval for trades at wide variations from last sale

•4. Rule 80A(c) and (d) tick requirements for certain orders when the Dow Jones Industrial Average 1   has
moved 50 points from the previous close

•5. Reporting rule violations (Rule 97.40, 104A.50, 107A.30, 112A.10, 304(h)(2), 312(a), (b) & (c), 313,
345.12, 345.17, 346(c), 351, 421, 440F, G & H and 706)

•6. Participation in the Specialist Performance Evaluation Questionnaire (SPEQ) Process (Rule 103A)

•7. Rule 104.10 (Functions of Specialists)

•8. Rule 104.12 Specialist investment account rule violations

•9. Specialists' Contact With Listed Companies and Member Organizations (Rule 106)

•10. Rule 107A.10 RCMM stabilization requirement violations

•11. Rule 112(d) Competitive Trader stabilization requirement violations

•12. Rule 116.30 requirements for specialists' stopping stock

•13. Record retention rule violations (Rules 117, 121, 123, 123A.20, 345.11, 410, 432(a), 440 and 472(c)

•14. Failure to Time-Record Orders Received at the Specialist's Post (Rule 121) and Failure to Time-Record
Orders received at a member's Booth from off the Floor (Rule 123)

•15. Failure of a member or member organization to use standardized Floor stationery as required by Rule
123A.23

•16. Percentage Orders (Rule 123A.30)

•17. Rule 123A.40 requirement to obtain Floor Official approval for election of stop orders

•18. Failure to collect and/or submit all audit trail data specified in Rule 132

•19. Rule 134(c) and (e) requirement to comply with specified QT procedures and time periods

•20. Failure to Obtain Exchange Approval Rule Violations (Rules 312(h) & (i), 342(c), 342.10 346(e) and (f),
382(a) and 791(c))

•21. Failure of a member organization to have individuals responsible and qualified for the positions of
Financial Principal, Operations Principal, Compliance Official, Branch Office Manager and Supervisory
Analyst (Rules 342(b), (d) & .13, 311(b)(5) and 344)

•22. Rule 343 requirements relating to member organization office sharing arrangements

•23. Failure of a member organization to have individuals responsible and qualified for the positions of
Securities Lending Supervisor and Securities Trader Supervisor (Rule 345(a))

•24. Failure to obtain employer's prior written consent for engaging in an outside activity as required by Rule
346(b)
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•25. Guaranteeing a customer's account against loss or sharing in profits or losses as prohibited by Rule
352(b) and (c)

•26. Rule 387 requirements for customer COD/POD transactions

•27. Rule 407 requirements for transactions of employees of the Exchange, members or member
organizations

•28. Rule 408(a) requirement that written authorization be obtained for discretionary power in a customer's
account

•29. Rule 410A requirements for automated submission of trading data

•30. Rule 410B requirements to report transactions in Exchange listed securities not otherwise reported to the
Consolidated Tape

•31. Failure to transfer a customer securities account in accordance with the requirements of Rule 412 and
the interpretations thereunder

•32. Rule 440B short sale rule violations

•33. Rule 440C failure to deliver against a short sale without diligent effort to borrow

•34. Rules 451 and 452 requirements relating to transmission of proxy material and authorizing the giving of
proxies

•35. Failure to submit books and records or to furnish information on the date or within the time period that the
Exchange requires (Rule 47 6(a)(11))

•36. Rules 704 and 705 options position limits and exercise limits

•37. Failure of a member organization to have individuals responsible and qualified for the positions of
Registered Options Principal, Senior Registered Options Principal and Compliance Registered Options
Principal (Rules 720 and 722(b))

•38. Rule 726 options disclosure document and prospectus delivery requirement violations

•39. Rule 758(b)(ii)(A) limitations on principal/agency trading of a Competitive Options Trader

•40. Rule 762 requirements to file option trade information

•41. Rule 780.10(b) requirement to deliver “exercise advice”

•42. Rule 781 allocation of exercise assignment notice violations

•43. Violations of Exchange policies regarding procedures to be followed in delayed opening situations

•44. Failure to adhere to entry and cancellation procedures for market-at-the-close orders on expiration
Fridays and quarterly expiration days.

•45. Failure of new member to adhere to order execution supervision procedures during period the member is
required to wear a temporary badge

Fine AmountIndividual Member Organization

First Time Fined $ 500$ 1,000
3   Second Time Fined $ 1,000$ 2,500
3   Subsequent Fines $ 2,500$ 5,000

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
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Footnotes

1  "Dow Jones Industrial Average" is a service mark of Dow Jones & Co., Inc.
3  Within a "rolling" 12-month period.
3  Within a "rolling" 12-month period.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 94-49

Click to open document in a browser

September 27, 1994

  

Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, COMPLIANCE AND LEGAL
DEPARTMENTS

SUBJECT: ADOPTION OF AMENDMENTS TO RULE 311(f) TO PERMIT APPROVAL BY THE EXCHANGE
OF MEMBER ORGANIZATIONS IN OTHER THAN PARTNERSHIP OR CORPORATE FORM

1. On September 13, 1994, the Securities and Exchange Commission in Release No. 34-34664 approved
amendments to Exchange Rule 311(f) (attached Exhibit A) to enable the Exchange, in its discretion, and on
such terms and conditions as the Exchange may prescribe, to approve trusts, limited liability companies, and
other organizational structures as member organizations.

The amendments are responsive to requests the Exchange has received to permit member organizations
to reorganize as business trusts or limited liability companies. Such entities would be required to have
characteristics essentially similar to corporations or partnerships and would have to be structured in such a
manner that would qualify as a broker or dealer registered with the Securities and Exchange Commission
pursuant to the Securities Exchange Act of 1934, since this is a prerequisite to becoming an Exchange
member organization.

The Exchange staff will review each application on a case-by-case basis and prior to approving any such
organization for membership, will have to be satisfied that:

1) the Exchange would legally have appropriate jurisdiction over such an e ntity and its associated persons;
and

2) the permanency of the entity's capital is consistent with that required of other member organizations.

Questions relating to the rule amendments may be directed to J. Leslie Daniels at 212-656-8462.

Salvatore Pallante

Senior Vice President

A. Exhibit A

Additions Underscored

Formation and Approval of Member Organizations

* * *

311. Rule 311(f). Every member firm shall be a partnership and every member corporation shall be a
corporation created or organized under the laws of, and shall maintain its principal place of business in, the
United States or any State thereof. The Exchange may, in its discretion, and on such terms and conditions as
the Exchange may prescribe, approve as a member organization entities that have characteristics essentially
similar to corporations, partnerships, or both. Such entities, and persons associated therewith, shall, upon
approval, be fully, formally and effectively subject to the jurisdiction, and to the Constitution and Rules, of the
Exchange to the same extent and degree as are any other member organizations and persons associated
therewith.
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* * *
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 94-48

Click to open document in a browser

September 23, 1994

  

Market Surveillance

 PLEASE NOTE THAT LIMIT-AT-THE-CLOSE (LOC) ORDERS WILL ONCE AGAIN BE PERMITTED
IN FIVE STOCKS ON A PILOT BASIS. LOC ORDERS MAY ONLY BE ENTERED AFTER 3:40 P.M. TO
OFFSET A PUBLISHED IMBALANCE AND CANNOT BE CANCELLED ON EXPIRATION DAYS

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Revised Procedures for Handling Market-on-Close Orders on Friday, September 30, 1994
(“Quarterly Index Expiration”)

1. QUARTERLY INDEX EXPIRATIONS

As previously announced in Information Memo 94-12, the Securities Exchange Commission has approved
use of limit-at-the-close orders (LOC) in five pilot stocks: DD, MRK, PEP, T and WMT. The new Rule has
been in effect on every trading day since April 15, 1994. Detailed discussion is on Page 2 of this Information
Memo.

•NO MOC ORDERS RELATED TO A STRATEGY INCLUDING ANY STOCK INDEX OPTIONS IN EXPIRING
CONTRACTS MAY BE ENTERED AFTER 3:40 P.M. IN ANY STOCK. FLOOR BROKERS REPRESENTING
SUCH ORDERS MUST INDICATE THEIR MOC INTEREST TO THE SPECIALIST BY 3:40 P.M.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:40 P.M. IN ANY STOCK.

•THERE WILL BE AN IMBALANCE PUBLICATION AT 3:40 P.M. IN THE PILOT STOCKS ONLY.

•AFTER 3:40 P.M. IN THE PILOT STOCKS, MOC ORDERS MAY ONLY BE ENTERED TO OFFSET
PUBLISHED IMBALANCES.

DETAILED DISCUSSION IS PROVIDED BELOW.

2. PROCEDURES RELATING TO THE CLOSE

1. Limit-At-The-Close (“LOC”) Orders

The LOC pilot, which commenced on April 15, 1994, is integrated with quarterly index expiration policy.

Current procedures require MOC imbalances of 50,000 shares or more in the pilot stocks to be published on
the tape as soon as practicable after 3:40 p.m. on expiration days, including quarterly index expiration days.
LOC orders may be entered only if imbalances have been published in DD, MRK, PEP, T, or WMT and must
be entered by 3:55 p.m. On expiration days, LOC orders are irrevocable once entered, except in the case of
legitimate error.

No LOC order related to a strategy including any stock index options in expiring contracts may be entered in
any stock.

An LOC order is one that is entered for execution at the closing price provided that the closing price is at or
within the limit specified. LOC orders may be entered only to offset published imbalances of market-on-close
(“MOC”) orders. They are prioritized on the specialist's book by time of entry and go behind all other orders
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on the specialist's book at that price. LOC orders with prices that are better than the closing prices in the
subject security are guaranteed an execution, unless there is a trading halt in the security. LOC orders at the
closing price are executed in order of time priority with respect to other LOC orders, but are not guaranteed
an execution.

2. Market-On-Close Orders

Procedures for MOC orders are used for each quarterly index expiration. Applicable MOC orders are those
relating to a strategy involving any stock index options in all stocks. These procedures have been filed as a
rule with the SEC.

The cut-off time is 3:40 p.m. for the entry of MOC orders that relate to a strategy including any expiring stock
index options. This requirement applies to all stocks, not just pilot stocks. Floor brokers representing such
orders must indicate their interest to the specialist by 3:40 p.m.

3. Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

4. Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:40 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will be permitted after 3:40 p.m.

5. Special Procedures on Limitation of Entry of Orders and Publication of Imbalances in Quarterly Pilot Stocks

You must, as stated above and required for all stocks, enter all MOC orders, in positions relating to a strategy
involving any expiring stock index options by 3:40 P.M. eastern time. In addition, as described below, there
are special limitations regarding the subsequent entry of orders, and special procedures for publication of
imbalances, that are applicable only to pilot stocks (see attached list). It should be noted that pursuant to the
newly amended Rule 13, limit-at-the-close orders in the LOC pilot stocks only may be entered for execution
on the close, in addition to market-on-close orders.

As soon as possible after 3:40 p.m., the Exchange will publish on the tape any imbalance of MOC orders
of 50,000 shares or more that existed at 3:40 p.m. in those pilot stocks. This will be the only MOC order
imbalance publication. If a “No Imbalance” notice is published in a pilot stock, no MOC orders will be
permitted in that stock. While MOC orders previously entered may be cancelled or reduced in size until 3:40
p.m., once a publication of an imbalance in a pilot stock has been made, any MOC orders subsequently
entered in such pilot stock will be accepted only to trade on the opposite side of the market in relation to
such published imbalance. The liquidation of positions relating to a strategy involving any stock index options
using MOC orders entered after 3:40 p.m. is not permitted, even if such orders might offset net reported
imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:40 p.m. may not reflect the imbalance that exists at the close.
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The procedures stated in this secti on relate only to the quarterly pilot stocks. Regular procedures, including
revised procedures for all stocks that are stated on Pages Two and Three, will apply to all other listed
securities.

6. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance shall, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member shall then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they shall be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

7. “G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “B” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

80A. The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial
Average is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage
market-on-close orders that are liquidating previously established stock positions against expiring derivative
index products. This exemption from Rule 80A applies on the last trade date prior to each quarter's expiration
as well as on regular, monthly expiration Fridays.

8. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a)(2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Arthur O. Harris at (212) 656-6884 or Mr.
Robert Ambrosio at (212) 656-5597.

Robert J. McSweeney

Senior Vice President
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Attachments

3. Quarterly Index Expiration Friday Pilot Stocks - September 30, 1994

      ABT             ABBOTT LABORATORIES

      AFL             AFLAC INC.

      AXP             AMERICAN EXPRESS COMPANY

      AHP             AMERICAN HOME PRODUCTS CORPORATION

      AIG             AMERICAN INTERNATIONAL GROUP INC.

      T               AMERICAN TELEPHONE AND TELEGRAPH

      AIT             AMERITECH CORP.

      AN              AMOCO CORPORATION

      ARC             ATLANTIC RICHFIELD COMPANY

      *AOC            AON CORPORATION

      BAC             BANKAMERICA CORPORATION

      BK              BANK OF NEW YORK COMPANY, INC.

      BEL             BELL ATLANTIC CORPORATION
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      BLS             BELLSOUTH CORPORATION

      BA              BOEING COMPANY

      BMY             BRISTOL MYERS SQUIBB COMPANY

      CHV             CHEVRON CORPORATION

      C               CHRYSLER CORP.

      CCI             CITICORP

      KO              COCA-COLA COMPANY

      *COL            COLUMBIA HEALTHCARE CORP.

      CMA             COMERICA INC.

      *CU             CUC INTERNATIONAL, INC.

      DOW             DOW CHEMICAL COMPANY

      DD              DU PONT COMPANY

      EK              EASTMAN KODAK COMPANY

      LLY             ELI LILLY AND COMPANY

      XON             EXXON CORPORATION

      FNM             FEDERAL NATIONAL MORTGAGE ASSOCIATION
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      FBS             FIRST BANK SYSTEM INC.

      *FFM            FIRST FINANCIAL MANAGEMENT

      F               FORD MOTOR COMPANY

      GE              GENERAL ELECTRIC COMPANY

      GM              GENERAL MOTORS CORPORATION

      GME             GENERAL MOTORS CORP. CLASS E

      G               GILLETTE COMPANY

      GTE             GTE CORPORATION

      HWP             HEWLETT-PACKARD COMPANY

      HD              HOME DEPOT INC.

      IBM             INTERNATIONAL BUSINESS MACHINES CORP.

      IP              INTERNATIONAL PAPER COMPANY

      JNJ             JOHNSON AND JOHNSON

      MCD             MCDONALDS CORPORATION

      MRK             MERCK AND COMPANY INC.

      MU              MICRON TECHNOLOGY INC.
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      MMM             MINNESOTA MINING AND MANUFACTURING

      MOB             MOBIL CORPORATION

      MS              MORGAN STANLEY GROUP INC.

      MOT             MOTOROLA INC.

      NYN             NYNEX CORPORATION

      PEP             PEPSICO INC.

      PFE             PFIZER INC.

      MO              PHILIP MORRIS COS. INC.

      PG              PROCTER AND GAMBLE COMPANY

      RD              ROYAL DUTCH PETROLEUM COMPANY

      S               SEARS ROEBUCK COMPANY

      SBC             SOUTHWESTERN BELL CORPORATION

      TX              TEXACO INC.

      UN              UNILEVER N.V. ORD SHARES

      USW             U.S. WEST INC.

      WMT             WAL-MART STORES INC.
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      DIS             WALT DISNEY COMPANY

This list consists of the 50 highest weighted S&P 500 stocks, the 20 Major Market Index stocks, and the 10
highest capitalized stocks of the S & P Midcap 400 Index, based on market values as of September 2, 1994.
The indicated (*) stocks have been added to the list since the last QIX pilot. NB, ODP, LUV and UNH have
been deleted.

                              

4. Quarterly Index Expiration Friday

                   

Limit-at-the-Close (LOC) Pilot Stocks - September 30, 1994

      T               AMERICAN TELEPHONE AND TELEGRAPH CO.

      DD              DU PONT COMPANY

      MRK             MERCK AND COMPANY INC.

      PEP             PEPSICO INC.

      WMT             WAL-MART STORES INC.

5. MEMORANDUM

Date: September 16, 1994

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Quarterly Index Expiration” Market-at-the-Close (MOC) and
Limit-at-the-Close (LOC) Orders

1. MOC and LOC Orders

1.Q. How do you determine the price at which to print the “stopped stock”?

A Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2.Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?
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A When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

   1. Example #1   200,000 buy MOC

                   050,000 sell MOC

                   050,000 sell plus MOC

                   025,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

   2. Example #2  100,000 sell MOC

                   50,000 buy MOC

                   25,000 buy minus MOC

                   25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000−B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

3.Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4 -1/2 - last sale 20 3/8

A. f the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus or sell short
order would go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the other
hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus or sell short
order would go ahead of the 20 1/2 limit sell orders on the book because it should be treated like a market
order. Similarly, a market-on-close buy minus order would be treated as a limit order if the last sale was on a
“plus” or “zero plus”, going behind any buy orders limited at 20 1/4. If the last sale was on a “minus” or “zero
minus” tick, the market-on-close buy minus order would be treated as a market order and executed ahead of
20 1/4 limit buy orders on the book.

4Q. Are MOC “short” at-the-close orders permitted/

4A. Firms may enter “short” MOC orders.

5Q. Should brokers in the Crowd give the specialist their orders prior to the final bell? How should
they be handled by the specialist?
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5A. Yes. In the pilot stocks, any brokers in the Crowd handling orders relating to strategies should give their
orders to the specialist by 3:40 p.m., to allow the specialist to arrange a closing price. Such orders should be
handled like “love” orders on the opening.

6Q. Can MOC orders be entered in the pilot stocks if a “No Imbalance” notice is published at 3:40
p.m.?

6A. No MOC orders may be entered if a “No Imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index options.

7Q. Are limit-at-the-close (LOC) orders permitted?

7A. LOC orders may be entered only in the stocks specifically identified for participation in the LOC pilot.

8Q. What is the priority sequence for execution of LOC orders?

8A. Marketable LOC orders are treated as market orders and must be executed. Such orders include better-
priced (i.e., orders with a limit price better than the closing price) LOC orders to buy and sell long (including
“G” orders) and better-priced LOC orders to sell short or sell plus, if the closing price would represent a
“double plus tick”.

LOC orders limited to the closing price and better-priced LOC orders to sell short and sell plus that could not
be executed at a price lower than the actual close are sequenced by time priority among themselves, but
behind all other orders at the closing price, and may be executed, depending on the size of the imbalance to
be offset.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Member Firm Regulation

 PLEASE ROUTE TO MARGIN, CASHIER, COMPLIANCE, ACCOUNT TRANSFER (RULE 412) AND
OPERATIONS DEPARTMENTS

TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF OPERATIONS OFFICERS/PARTNERS

SUBJECT: AMENDMENTS TO RULE 412, “CUSTOMER ACCOUNT TRANSFER CONTRACTS” AND
RELATED INTERPRETATIONS

1. The Exchange in conjunction with a committee representing the Securities Industry Association Customer
Account Transfer Division has developed amendments to Rule 412 (“Customer Account Transfer Contracts”)
which are intended to enhance the customer account transfer process. On September 2, 1994 by Release
No. 34-34633 the Securities and Exchange Commission approved the amendments to the Rule and related
interpretations. (See attached Exhibits A and B). Effective dates for the respective amendments are detailed
at the end of this memorandum.

The Rule is amended as follows:

•1. Reduce the required maximum time period for transferring customers' cash/margin and retirement
accounts to seven business days. Currently, the required maximum transfer time is ten business days for
cash/margin accounts (five business days each for validation and transfer) and fifteen business days for
retirement accounts (ten business days for validation and five business days for transfer). The present five
business day validation period for cash/margin accounts is reduced to three business days and the present
five business day delivery period has been reduced to four business days. The interpretation permitting a
longer (ten business day) validation period for retirement accounts is deleted, therefore, the seven business
day transfer time period applies to retirement accounts as well as cash/margin accounts. (See Rule 412(b)(1),
(3) and Interpretation 412(f)/01).

•2. Mandate the use of an automated system (the National Securities Clearing Corporation (NSCC) ACATS
Fund/Serv Link or similar system of another registered clearing agency) for transferring mutual fund positions
when a member organization is a participant in a registered clearing agency which has such a facility. This
systems link between broker-dealer participants and mutual fund participants for re-registration of mutual fund
positions will reduce the manual processing and the time, fails and costs associated therewith. (See Rule
412(e)(2)).

•3. Require member organizations participating in a registered clearing agency with automated residual credit
processing capabilities to utilize such facilities to transfer residual credit positions (e.g., dividends, interest,
etc.) which have accumulated in an account after transfer. Credit balances accruing in a transferred account
must be transferred within ten business days for a six month period following transfer. Member organizations
that are not participants in a clearing agency with such capabilities will still be required to complete these
account “sweeps” within the required ten day period. (See Rule 412(e)(3)).

•4. Permit partial customer account transfers to be accomplished through the ACATS system of NSCC or
similar system of another registered clearing agency. Presently, partial transfers are accomplished outside of
the ACATS system. The Rule 412 required time frames for transfer of entire accounts will not apply to partial
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transfers. However, member organizations are expected to expedite partial transfers of customer accounts.
(See Rule 412 Interpretation (a)/01).

•5. Expand the number of explicit reason codes for rejection of accounts rom six to twelve. This is intended
to facilitate communication between member organizations and reduce unnecessary back office operational
functions. The Exchange will also be better able to monitor excessive rejects by member organizations. (See
Rule 412 Interpretation (b)(1)/02).

2. Effective Dates for Amendments

The amendments reducing the maximum time period for transferring customer accounts to seven business
days as set forth in Rule 412(b)(1), (3), Interpretations (a)/01, (f)/01 and Rule 412(d) will become effective on
December 2, 1994. Member organizations will be expected to implement the amendments relating to use of
an automated system for transferring mutual fund positions (Rule 412(e)(2)) and residual credit processing
(Rule 412(e)(3)) no later than March 3, 1995.

Further information which will assist member organizations in completing the necessary system and related
changes to implement the amendments will be forthcoming from NSCC and other registered clearing
agencies. Member organizations should devote the resources necessary to implement the aforementioned
system changes by the specified effective dates in order to be in compliance with the Rule.

Interpretation (b)(1)/02 relating to the expanded permissible reject reason codes will not become effective
until NSCC can implement the necessary ACATS systems changes. Member organizations will be provided
ample advance notice prior to these changes becoming effective.

Questions concerning this matter may be directed to Rudolph J. Schreiber at (212) 656-5226.

Salvatore Pallante

Senior Vice President

A. Exhibit A

New language Underscored

Deletions [bracketed]

412. Rule 412. Customer Account Transfer Contracts

(a) When a customer whose securities account is carried by a member organization (the “carrying
organization”) wants to transfer the entire account to another member organization (the “receiving
organization”) and gives written notice of that fact to the receiving organization, both member organizations
must expedite and coordinate activities with respect to the transfer.

(b)

(1) Upon receipt from the customer of a signed broker-to-broker transfer instruction to receive such
customer's securities account, the receiving organization will immediately submit such instruction to the
carrying organization. The carrying organization must, within three (3) [five (5)] business days following
receipt of such instruction, (i) validate and return the transfer instruction (with an attachment reflecting all
positions and money balances as shown on its books) to the receiving organization or (ii) take exception to
the transfer instruction for reasons other than securities positions or money balance discrepancies and advise
the receiving organization of the exception taken.

(2) The carrying organization and the receiving organization must promptly resolve any exceptions taken to
the transfer instruction.

(3) Within four (4) [five (5)] business days following the validation of a transfer instruction, the carrying
organization must complete the transfer of the customer's securities account to the receiving organization.
The carrying organization and the receiving organization must establish fail to receive and fail to deliver
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contracts at then current market values upon their respective books of account against the long/short
positions (including options) in the customer's securities account that have not been physically delivered/
received and the receiving/carrying organization must debit/credit the related money amount. The customer's
securities account shall thereupon be deemed transferred.

(c) Any fail contracts resulting from this account transfer procedure must be closed out within ten (10)
business days after their establishment.

(d) Any discrepancies relating to positions or money balances that exist or occur after transfer of a customer's
securities account must be resolved promptly. When a member organization receives a written claim letter
relating to an account transfer, the member organization must resolve the claim within five (5) business days
from receipt of such letter or respond in writing to the claiming organization setting forth specific reasons for
denying the claim.

(e)

(1) When both the carrying organization and the receiving organization are participants in a registered
clearing agency having automated customer securities account transfer capabilities, the account transfer
procedures, including the establishing and closing out of fail contracts, must be accomplished in accordance
with the provisions of this rule and pursuant to the rules of and through such registered clearing agency.

(2) When both the carrying organization and the receiving organization are participants in a registered
clearing agency having automated customer securities account transfer capabilities with an automated facility
for transferring mutual fund positions such facilities must be utilized for transferring mutual fund positions.

(3) When both the carrying organization and the receiving organization are participants in a registered
clearing agency having automated customer securities account transfer capabilities with a facility for
transferring residual credit positions (both cash and securities) which have accrued to an account after the
account has been transferred (residual credit processing), such facilities must be utilized for transferring
residual credit positions from carrying organization to receiving organization.

Each member organization (including organizations that do not utilize automated customer securities account
transfer facilities) is required to transfer, for a minimum period of six (6) months after an account transfer is
completed, credit balances (both cash and securities) that occur in such transferred account within (10) ten
business days after the credit balances accrue to the account.

* * *

B. Exhibit B

New language Underscored

Deletions [bracketed]

412. Rule 412 INTERPRETATIONS

CUSTOMER ACCOUNT TRANSFER CONTRACTS

[CUSTOMER SECURITIES ACCOUNT TRANSFERS]

(a) RESPONSIBILITY TO EXPEDITE AND COORDINATE TRANSFER OF ACCOUNT UPON CUSTOMER'S
REQUEST

01. /01 Rule Inapplicable to Partial Transfers

Rule 412 is applicable only when a customer intends to transfer his or her entire securities account from
one member organization to another. If a customer desires to transfer a portion of his or her account, an
authorized letter should be transmitted to the carrying organization indicating such intent and specifying
the portion of the account to be transferred. Although such transfers are not subject to Rule 412, member
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organizations are expected to expedite authorized partial transfers of customer securities accounts and
coordinate their activities with respect thereto. The automated customer account transfer capabilities referred
to in paragraph (e)(1) of Rule 412 may be utilized for partial transfers.

02. /02 Written Procedures Required

Member organizations must develop written procedures for customer securities account transfers that ensure
implementation of and compliance with the requirements of Rule 412.

* * *

(b)

(1)

/02 Exceptions to Transfer Instruction

[(Carrying Organization)]

An [a carrying] organization may take exception to a transfer instruction only if:

[1. it has no record of the account on its books (DK by carrying organization);]

[2. the transfer instruction is incomplete or in error;]

[3. the transfer instruction contains an improper signature or additional documentation is required;]

1. Additional documentation required (additional legal documents such as death or marriage certificates
needed);

2.[4.] [the] Account is flat;

3.[5.] [the] Account number is invalid (account number is not on delivering organization's books;) [incorrect;
or]

4.[6.] [the] Request is a duplicate[.] ;

5. Violates organization's credit policy;

6. Unrecognized (receiving organization cannot identify correct client);

7. Client rescinds instruction (client submitted written request to cancel transfer);

8. S.S. number/Tax ID mismatch (number does not correspond to carrying organizations);

9. Account title mismatch (receiving organization's account title does not correspond to carrying
organization's);

10. Account type mismatch (receiving organization's account type does not correspond to carrying
organization's);

11. Missing Authorization Signature (TIF requires an additional client signature or successor custodian's
acceptance signature or custodial approval); or

12. Client takes possession (entire account is in transfer to deliver direct to customer).

A carrying organization may not take exception to a transfer instruction, and therefore deny validation of
the transfer instruction, because of a dispute over securities position or the money balance in the account
to be transferred. Such alleged discrepancies notwithstanding, the carrying organization must transfer the
securities positions and/or money balance reflected on its books for the account.

* * *

(f) EXEMPTIONS

01. /01 Retirement Plan Securities Accounts
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[A carrying organization must either validate and return or take exception to a transfer instruction requesting
the transfer of a customer's entire retirement plan securities account within ten business days, rather than five
business days, following receipt of the transfer instruction. Except for this greater time period within which to
validate or take exception to the transfer instruction, or as otherwise specifically provided, all time frames and
procedures required by Rule 412, and the interpretations thereunder, are equally applicable to retirement plan
securities accounts as to other securities accounts.]

Second paragraph - no change.

* * *

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Member Firm Regulation

 TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, LEGAL AND COMPLIANCE
DEPARTMENTS

SUBJECT: RULE 321 AMENDMENT CLARIFYING THE TERM “CONTROL” AND SUBSTITUTING THE
WORD “SUBSIDIARY” FOR THE WORD “AFFILIATE”

1. The Securities and Exchange Commission (“SEC”) recently approved amendments to Exchange rules to
clarify the de finition of “control” and substitute the word “subsidiary” for the word “affiliate” (see SEC Release
No. 34-34566 dated August 19, 1994).

Rule 321 requires a member or member organization to obtain Exchange approval for the formation
or acquisition of an affiliate and to comply with certain reporting and other requirements. Prior to the
amendment, Rule 321.10 defined “affiliate” as an entity engaged in a securities or kindred business that
is controlled by the member or member organization within the meaning of Exchange Rule 2, except for
paragraph (iii) of said Rule 2. As such, control would be presumed if a member or member organization
owned 25% or more of the voting securities of an entity or would be entitled to receive 25% or more of the net
profits. Control would not have been presumed if an associated person had been a director, general partner
or principal executive officer of another entity.

The Exchange believes it is appropriate to include situations where a member or member organization is a
general partner of other entities within the scope of the rule. Since general partner status represents control
it is now included in the presumption of “control” for purposes of Rule 321 and Rule 321.10 is amended to
exclude only Directors and Principal Executive Officers from the presumption control.

Further, Rule 321 is, in effect, applicable only to subsidiaries and not other types of affiliates. Some confusion
as to which entities are subject to the rule has arisen because of the word “affiliate's” general and often broad
usage.

In order to minimize confusion and avoid potential problems which could arise as a result of differing
definitions of the term “affiliate”, Rule 321 as well as Rules 113 and 122 (that refer to an affiliate within the
meaning of Rule 321) have been amended to delete the word “affiliate” and insert the word “subsidiary.”

The text of the rule amendments is attached as Exhibit A.

Any questions relating to these amendments may be directed to Rudolph J. Schreiber at (212) 656-5226.

Salvatore Pallante

Senior Vice President

A. Exhibit A

Underscored reflects additions

[Brackets] denote deletions

Rule 113. Specialists' Public Customers
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(a) No specialist, the member organization with which he is associated, or subsidiary [affiliate] of such
organization within the meaning of Rule 321, or any approved person of the same member organization as
such specialist, shall accept an order for the purchase or sale of any stock in which he is registered as a
specialist directly (1) from the company issuing such stock; (2) from any officer, director or 10% stockholder
of that company; (3) from any pension or profit-sharing fund; (4) from any institution, such as a bank, trust
company, insurance company, or investment company.

* * *

122. Rule 122. Orders with More than One Broker

No member, member organization or any allied member therein, or subsidiary [affiliate] of such organization
within the meaning of Rule 321, shall maintain with more than one broker, for execution on the Exchange,
market orders or orders at the same price for the purchase or sale of the same security with knowledge that
such orders are for the account of the same principal, unless specific permission has been obtained from a
Floor Official.

* * *

321. Rule 321. Formation or Acquisition of Subsidiaries [Affiliates]

No member or member organization may, without the prior written approval of the Exchange, form or acquire
a subsidiary [an affiliated] company. The member or member organization shall require such subsidiary
[affiliate] to comply with the following provisions.

… Supplementary Material:

Information Regarding Subsidiary [Affiliated] Companies of Members and Member Organizations

10. .10 Definition of subsidiary [affiliate]. - For purposes of this rule, the term “subsidiary” [“affiliate”] means
an entity engaged in a securities or kindred business that is controlled by a member or member organization
within the meaning of Rule 2 of the Constitution and Rules . [except that it shall not include paragraph (iii) of
said Rule 2.] However, control shall not be presumed, for purposes of this rule, merely because a member is
a director or principal executive officer of another person.

Adopted.

August 31, 1993.

11. .11 Form of organization. - A subsidiary [an affiliate] shall be an incorporated company or partnership.

Amendment.

August 31, 1993.

12. .12 Name. - The name of the subsidiary [affiliate] and the name of the member organization must be
sufficiently different to prevent confusion. The mere addition of “Inc.” or “and Co.” may not be sufficient.

Amendment.

August 31, 1993.

13. .13 Severance of connection with subsidiary [affiliate]. - The Exchange may at any time require that
the member or member organization and the partners or stockholders thereof sever all connections with
the subsidiary [affiliate] including the disposition of all securities and other interests therein, or such amount
thereof as determined by the Exchange. Concurrent with or at any time after directing such severance, the
Exchange may require the member organization to change its name if the Exchange finds that the name of
the former subsidiary [affiliate] may be confused with the name of such member organization.

Amendment and Renumbered.

August 31, 1993.
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14. .14 List of stockholders. - A list of stockholders or partners of the subsidiary [affiliate] shall upon request
be submitted to the Exchange.

Amendment and Renumbered.

August 31, 1993.

15. .15 Employees. - No employee associated with a non U.S. registered foreign subsidiary [affiliate] whose
duties correspond to those of a registered representative in the solicitation of accounts or orders for the
purchase or sale of U.S. securities shall be employed by such subsidiary [affiliate] unless such person has
been and is continued to be approved by the Exchange as a registered representative of the member or
member organization.

Any filing or submission required under this rule which is made with a properly authorized agent acting on
behalf of the Exchange shall for purposes of this rule be deemed to be a filing with the Exchange.

Amendment and Renumbered.

August 31, 1993.

16. .16 Capital requirements. - The Exchange will not prescribe capital requirements for a subsidiary [an
affiliate]. However, the Exchange will require a pro forma balance sheet of the subsidiary [affiliate] to be filed
with it before any action is taken on a member or member organization's application to form such a subsidiary
[an affiliate]. The Exchange may, however, require the submission of subsequent financial statements.

Amendment and Renumbered.

August 31, 1993.

17. .17 Banking commitments. - A subsidiary's [an affiliate's] banking and other commitments, loans and
obligations shall be kept separate and distinct from those of the member or member organization with which it
is affiliated.

Amendment and Renumbered.

August 31, 1993.

18. .18 Functions of a subsidiary [an affiliate]. - A subsidiary [an affiliate] may be formed to do an
underwriting, agency or dealer business, or any other business acceptable to the Exchange.

Amendment and Renumbered.

August 31, 1993.

19. .19 Offices. - A subsidiary [an affiliate] will be permitted, under the conditions set forth in Rule 343 to
occupy the same quarters as those of the member organization.

Amendment and Renumbered.

August 31, 1993.

20. .20 Books and records. - A subsidiary [an affiliate] shall keep books and records separate and distinct
from those of the member or member organization with which it is affiliated and such books and records shall,
upon request, be made available by the member or member organization for inspection by the Exchange.
However, such books and records may be maintained by the member or member organization.

Amendment and Renumbered.

August 31, 1993.

21. .21 Transactions between members or member organizations and subsidiaries [affiliates]. -
A subsidiary [an affiliate] will not be prohibited by the Exchange from having cash or margin brokerage
transactions effected for its account by the member or member organization (see Section 11(a) of the
Securities Exchange Act of 1934). The rules and regulations applicable generally to customer's accounts
shall be applicable to each such account.
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Amendment and Renumbered.

August 31, 1993.

22. .22 Conditions to be complied with after organization of subsidiary [affiliate] but prior to
commencement of business. - No subsidiary [affiliate] shall commence business after its organization
without the prior written approval of the Exchange. Before giving such approval there shall be submitted to
the Exchange an opinion of counsel, in form and substance satisfactory to the Exchange, stating (1) that the
subsidiary [affiliate] is duly organized and existing, and (2) that the securities, [stock,] if any, of the subsidiary
[affiliate] has been duly and validly issued and is fully paid and non-assessable.

Amendment and Renumbered.

August 31, 1993.

23. .23 New issues. - The provisions of Section 11(d)(1) of the Securities and Exchange Act of 1934, relating
to the extension or maintenance of credit in connection with new issue, will apply to transactions by a member
or member organization in new issues in the distribution of which its subsidiary [affiliate] participated with the
same force and to the same extent as if the member or member organization itself had participated in the
distribution of such new issues.

Amendment and Renumbered.

August 31, 1993.

24. .24 Disclosure. - In connection with any transactions which the member or member organization may
have had with its customers, or any recommendation which the member or member organization may make
to its customers, involving securities underwritten, distributed or sold by its subsidiary [affiliate], full disclosure
shall be made by the member or member organization to its customers of the interest of the subsidiary
[affiliate] in such securities at that time.

Amendment and Renumbered.

August 31, 1993.

25. .25 Off-board transactions. - Except in respect of the so-called Exempt List of Guaranteed and
Preferred Stocks, listed in Rule 390, a subsidiary [an affiliate] must obtain Exchange permission before
effecting a transaction in a listed stock off the Floor of the Exchange. A subsidiary [an affiliate] may participate
in a secondary distribution of a listed stock only if the Exchange has approved participation therein by
members and member organizations. (See Rule 393) [#2393] and 2393.10-2393.18 for information re:
secondary distribution.)

(See also Rules 304, 322 and 342.12.)

Amendment and Renumbered.

August 31, 1993.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Market Surveillance

 NOTE: PLEASE ROUTE TO YOUR COMPLIANCE OFFICER

TO: All Members and Member Organizations/Chief Operating Officers

SUBJECT: Amendments to Rule 95 Pertaining to Intra-Day Trading

1. The Securities and Exchange Commission has recently approved amendments to Exchange Rule 95
regarding representation of intra-day trading orders. THE AMENDMENTS WILL BE EFFECTIVE ON
FRIDAY, SEPTEMBER 23, 1994.

MEETINGS TO DISCUSS THE PROVISIONS OF THE AMENDMENTS WILL BE HELD IN THE BOARD
ROOM ON TUESDAY, SEPTEMBER 20 AT 8:00AM AND WEDNESDAY SEPTEMBER 21 AT 4:10PM. ALL
MEMBERS ARE ENCOURAGED TO ATTEND ONE OF THESE SESSIONS.

The amendments provide that if a Floor broker acquires a position for an account during a particular trading
session while representing at the same time, on behalf of that account, market or limit orders at the minimum
variation on both sides of the market, the broker may liquidate or cover the position established during
that trading session only recorded upstairs and upon receipt on the trading Floor. All liquidating orders as
described above must be marked on the Floor as “BC” in the case of an order covering a short position, or
“SLQ” in the case of the sell order liquidating a long position.

The amendments do not apply to (i) any order to liquidate a position carried over from a previous trading
session; (ii) any order liquidating any part of a position assumed as part of a strategy relating to bona fide
arbitrage; or (iii) any order liquidating any part of a block position assumed in reliance on the exemption for
block positioners contained in Section 11(a)(1)(A) of the Securities Exchange Act.

The amended rule, with examples, is attached. Questions concerning the amendments discussed herein may
be addressed to David Fisch at (212) 656-6769 or John Gregoretti at (212) 656-6791.

Robert J. McSweeney

Senior Vice President

95. Rule 95: New Intra-Day Trading Provisions

* * *

(c) If a Floor broker acquires a position for an account during a particular trading session while representing at
the same time, on behalf of that account, market or limit orders at the minimum variation on both sides of the
market, the broker may liquidate or cover the position established during that trading session only pursuant
to a new order (a liquidating order) which must be time-recorded upstairs and upon receipt on the trading
Floor. All liquidating orders as described above must be marked on the Floor as “BC” in the case of an order
covering a short position, or “SLQ” in the case of the sell order liquidating a long position.

(d) For the purposes of this rule, an account shall be deemed any account in which the same person or
persons is directly or indirectly interested. A Floor broker representing an order to liquidate or cover a
position, which was established during the same trading session at a time when the broker represented
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orders at the minimum variation on both sides of the market for the same account, must execute that
liquidating or covering order before any other order on the same side of the market for that account.

… Supplementary Material

10. .10 The provisions of this rule shall not apply to (i) any order to liquidate a position carried over from a
previous trading session; (ii) any order liquidating any part of a position assumed as part of a strategy relating
to bona fide arbitrage; and (iii) any order liquidating any part of a block position assumed in reliance on the
exemption for block positioners contained in Section 11(a)(1)(A) of the Securities Exchange Act.

20. .20 The following examples illustrate the operation of paragraphs (c) and (d) above. All examples assume
that orders are for the same account, and are market buy-minus/sell-plus orders, or limit orders at the
minimum variation.

B=buy order SL=sell long order

BC=buy to cover short order 1   SS=sell short order

T=acquiring trade SLQ=sell long to liquidate order 1 

I. No Carry-Over Position

A. Crowd

B 5000, SS 5000

T: buy 2000

Steps

1. obtain SLQ 2000 order to liquidate that day

2. SS 5000 order cannot be executed while contra side position exists

B. Crowd

B 5000, SS 5000

T: sell short 2000

Steps

1. obtain BC 2000 to liquidate that day

2. B 5000 order cannot be executed while contra side position exists

II. Carry-Over Position (2000 shares long)

A. Crowd

B 5000, SL 2000

T: buy 3000

Steps

1. obtain SLQ 3000 order to liquidate new position that day

2. SL 2000 order should be executed first (representing the carry-over position)

III. Carry-Over Position (2000 shares short)

A. Crowd

B 5000, SS 5000
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T: sell short 3000

Steps

1. obtain BC 3000 order to liquidate new position that day

2. 2000 shares of B 5000 order may be executed to cover 2000 share carry-over position

3. BC 3000 order must be executed before balance of B 5000 order may be executed.

30. .30 The following examples indicate the types of buy and sell orders that a member may and may not
represent for the same customer at the same time.

Permitted

•Buy 10,000 at 25 and Sell short, or sell long 10,000 at 25 1/8

•Buy 10,000 at-the-and Sell 10,000 at-the-market market “buy minus” “sell plus” (if “long”)

•Buy 10,000 at-the-and Sell 10,000 at-the-market, market contingent upon the entire buy order being
completed first.

Not Permitted

•Buy 10,000 at-the-market and Sell 10,000 at-the-market

•Buy 10,000 at-the-market and Sell 10,000 at 25 1/8 (last sale 25) - discretion at a price of 25 1/8 and higher

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Designation not used for system orders
1  Designation not used for system orders
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Market Surveillance

 TO: All Members, Options Trading Right Holders and Member Organizations

SUBJECT: “Trade or Fade” Requirement for Specialists Options Transactions

1. The Securities and Exchange Commission recently approved amendments to Exchange Rule 758A
(Specialists Options Transactions). New paragraph (d) and Supplementary Material to Rule 758A impose a
requirement for Exchange Option Specialists to trade at the displayed quote or change their quote (“trade or
fade”).

The changes to the Rule are attached.

When a Specialist receives an order for the account of a non-broker dealer customer, the Specialist is
obligated to fill the order up to ten contracts at the displayed bid or offer pursuant to paragraph (a) of Rule
758A. If the order is for the account of a broker dealer, the Specialist is not obligated to trade any contracts.

The recently approved changes require, that, when the Specialist is not obligated to trade at the disseminated
quote (the order is for the account of a broker dealer or that portion of a customer order in excess of ten
contracts), and the Specialist determines not to trade, the fade requirement applies. Therefore, the quote
must be immediately revised. After revising a quote (fading) the Specialist may not immediately redisplay the
previous quote unless a change in market conditions warrants the redisplay.

Agency orders on the book must be appropriately represented in accordance with the Specialist's fiduciary
responsibilities, and new paragraph (d) is not intended to sanction the execution of an order on the Exchange
at a price inferior to the best quote displayed on another options exchange.

The American Stock Exchange, Chicago Board Options Exchange, Pacific Stock Exchange and Philadelphia
Stock Exchange have adopted similar rules.

Questions concerning any matters discussed in this Information Memo may be addressed to Hope Duffy
(212) 656-6197.

Agnes M. Gautier

Vice President

Underscored reflects additions

[Brackets] reflect deletions

758A. Rule 758A. Specialist Options Transactions

(a) through (c) - No change.

(d) In respect of orders for the principal accounts of broker dealers, or portions of orders for the accounts of
non-broker dealer customers that are not entitled to a purchase or sale pursuant to paragraph (a) of this Rule
758A, the specialist is required either:

(1) to execute all of the contracts sought in the order at the Exchange's displayed quote; or

(2) if he executes none, or fewer than all, of the contracts sought in the order at the then displayed quote, to
revise the displayed quote to reflect that the previously displayed quote is no longer available.
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(e) [(d)] - No change other than re-numeration.

… Supplementary Material:

10. .10 Paragraph (d) is not intended to sanction the execution of an order on the Exchange at a price inferior
to the best quote displayed on another options exchange for an option of the same class.

20. .20 The Exchange deems a specialist's immediate re-display of an offer (bid) that the specialist lowered
(raised) pursuant to paragraph (d)(2) of this Rule 758A to constitute conduct inconsistent with just and
equitable principles of trade, unless a change in the market conditions warrants the re-display.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Market Surveillance

 TO: All Members, Options Trading Right Holders and Member Organizations

SUBJECT: NASD Short Sale Rule

1. The NASD, under Section 48 of “The NASD Rules of Fair Practice”, has adopted a short sale rule, which
prohibits the execution of a short sale in a National Market Security at or below the current best (inside) bid
when that bid is below the previous best (inside) bid. That rule provides an exemption for bona fide market-
making activity.

The Exchange has adopted Rule 759A (“Reporting Requirements Applicable to Short Sales in NASDAQ
NMS Securities”) which provides for an exemption from the restrictions of this rule for NYSE Options
Specialists and Competitive Options Traders (“COTs”), when effecting a bona fide hedge of an existing or
contemporaneously-established options position, if that position is established in connection with market-
making activities. A copy of this rule is attached.

Options specialists and COTs are reminded to report all stock transactions as they relate to options
transactions overlying NMS Securities on Form R757. Questions regarding this hedge exemption may be
addressed to Hope Duffy at (212) 656-6197.

Agnes M. Gautier

Vice President

2. Reporting Requirements Applicable to Short Sales in NASDAQ NMS Securities

Rule 759A. Definitions

(a) For the purposes of this Rule 759A, the following terms shall have the meanings assigned to them below:

(i) An “exempt hedge transaction” means a “short sale” (as defined below) that is characterized by each of the
following:

(A) The short sale is in a “NASDAQ NMS security” that a “qualified Exchange options market maker” (as
those terms are defined below) effects to hedge, and that in fact serves to hedge, an existing offsetting
options position or an offsetting options position that it creates in one or more transactions contemporaneous
1   with the short sale.

(B) In the case of a short sale establishing or increasing a short position to offset a stock options position,
the qualified Exchange options market maker receives or is eligible to receive good faith margin pursuant to
Section 220.12 of Regulation T under the Securities Exchange Act of 1934 for that transaction.

(C) In the case of a short sale to offset an index options position:

(1) the security sold short is a component security of the index underlying the offsetting index options position;

(2) one or more NASDAQ NMS securities account for more than 10 percent of the value of the underlying
index; and

(3) the dollar value of all exempt short sales effected to hedge the offsetting index options position does not
exceed the aggregate current index value of the offsetting index options position.
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(D) The short sale is related to normal options market-making activity. That is, the short sale is not for such
purposes as index arbitrage or risk arbitrage that in either case is independent of an option market maker's
market-making functions.

(ii) “NASD bid test” means the bid test that is set forth in Article III, Section 48 of the NASD Rules of Fair
Practice.

(iii) “NASD options market maker exemption” means the exemption from the NASD bid test for which
paragraph (h) of Article III, Section 48, of the NASD Rules of Fair Practice provides.

(iv) “NASDAQ NMS securities” has the meaning that Part I of Schedule D to the By-Laws of the National
Association of Securities Dealers assigns to that term or to the term “Nasdaq NM securities”.

(v) A “qualified Exchange options market maker” means either an Exchange options specialist acting in
respect of one of his specialty options or a Competitive Options Trader acting in respect of an Exchange-
listed option.

(vi) “Short sale” shall have the meaning set forth in Securities and Exchange Commission Rule 3b-3 under
the Securities Exchange Act of 1934.

(b) Exemption from NASD Bid Test

No qualified Exchange options market maker shall effect a short sale in the over-the-counter market of a
NASDAQ NMS security that underlies a class of Exchange-listed stock options, or that is a component
security of an index underlying a class of Exchange-listed index options, at or below the current best (inside)
bid when the current best (inside) bid as displayed over the facilities of the NASD is below the preceding
best (inside) bid in the security (as the NASD bid test provides) pursuant to the NASD options market maker
exemption unless the short sale is an exempt hedge transaction.

(c) Duration

This Rule 759A shall continue in effect only insofar as the NASD options market maker exemption remains in
effect.

Supplementary Material:

10. .10 Once an underlying index has satisfied the 10 percent test of clause (c)(2) of subparagraph (a)(i), the
continued qualification of the index shall be reviewed as of the end of each calendar quarter. The index shall
cease to qualify if the index's NASDAQ NMS securities represent less than eight percent of the value of the
index at the end of any subsequent calendar quarter.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Transactions will be considered to be "contemporaneous" if they occur simultaneously or within the
same brief period of time.
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Market Surveillance

 PLEASE NOTE THAT LIMIT-AT-THE-CLOSE (“LOC”) ORDERS WILL ONCE AGAIN BE PERMITTED
IN FIVE STOCKS ON A PILOT BASIS. LOC ORDERS MAY ONLY BE ENTERED AFTER 3:40 P.M. TO
OFFSET A PUBLISHED IMBALANCE AND CANNOT BE CANCELLED ON EXPIRATION DAYS

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Revised Procedures for Handling Market-on-Close Orders on
September 16, 1994 (“Expiration Friday”)

1. As previously announced in Information Memo 94-12, the Securities Exchange Commission has approved
use of limit-at-the-close orders (LOC) in five pilot stocks: DD, MRK, PEP, T and WMT. The new Rule has
been in effect on every trading day since April 15, 1994. Detailed discussion is on Page 3 of this Information
Memo.

•1. AUXILIARY OPENING PROCEDURES WILL BE IN EFFECT THIS MONTH AND EVERY MONTH FOR
SELECTED MIDCAP STOCKS AS WELL AS REGULAR PILOT STOCKS.

•2. NO MOC ORDERS RELATED TO A STRATEGY INCLUDING ANY STOCK INDEX FUTURES, STOCK
INDEX OPTIONS OR OPTIONS ON STOCK INDEX FUTURES IN EXPIRING CONTRACTS MAY BE
ENTERED AFTER 3:40 P.M. IN ANY STOCK. FLOOR BROKERS REPRESENTING SUCH ORDERS MUST
INDICATE THEIR MOC INTEREST TO THE SPECIALIST BY 3:40 P.M.

•3. NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:40 P.M. IN ANY STOCK.

•4. AS SOON AS PRACTICABLE, AFTER 3:40 P.M., A SINGLE PUBLICATION OF MOC ORDER
IMBALANCES OF 50,000 SHARES OR MORE WILL BE PUBLISHED IN THE PILOT STOCKS.

•5. AFTER 3:40 P.M. IN THE PILOT STOCKS, MOC ORDERS MAY ONLY BE ENTERED TO OFFSET
PUBLISHED IMBALANCES.

DETAILED DISCUSSION IS PROVIDED ON THE FOLLOWING PAGES.

The September 16, 1994 expiration Friday Pilot stock lists are attached. Please note that only opening
procedures apply to the Midcap-related list.

2. OPENING PROCEDURES

For each monthly expiration, several auxiliary procedures are necessary to integrate stock orders relating to
expiring contacts into NYSE's opening procedures in a manner that assures an efficient market opening in
each stock as close to 9:30 a.m. as possible. The auxiliary opening procedures applicable on September 16,
1994 are:

1. Order Entry

Stock orders relating to index contracts whose settlement pricing is based upon the September 16, 1994
opening prices must be received by SuperDot or by the specialist by 9:00 a.m.
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- These orders may be cancelled or reduced in size. 1 

- Stock orders relating to index contracts whose settlement pricing is not based upon the September 16, 1994
opening prices may be entered after 9:00 a.m.

To facilitate early order entry, SuperDot (1) will begin accepting orders at 7:30 a.m. and (2) will accept market
orders of 30,099 shares or less.

“Limit-at-the-opening (“limit OPG”) orders are permitted, including delivery through Exchange systems.

2. Order Identification

Stock orders relating to opening-price settling contracts must be identified “OPG.”

- Firms entering these orders through SuperDot, but unable to identify orders as “OPG”, may use a unique
branch code or firm identifier (mnemonic) to identify these orders. The NYSE Market Surveillance Division (11
Wall Street, 10th Floor) must be advised of the branch code or identifier by September 19, 1994.

- Firms unable to identify these orders in either way, and firms not using SuperDot, must submit a list of all
these orders and related details to the NYSE Market Surveillance Division by September 19, 1994.

3. Dissemination of Order Imbalances

For any of the pilot stocks and for ten selected S & P MidCap 400 Index stocks (lists attached) having a
market order imbalance of 50,000 shares or more at 9:00 a.m., the NYSE will disseminate the size of the
order imbalance via the low-speed ticker and the news services as promptly as practicable after 9:00 a.m.

4. Dissemination of Indications

Except for the auxiliary procedures described above, all stocks, including the pilot stocks and selected
MidCap stocks, are subject to the regular NYSE opening procedures, including price indications where a
substantial price change is anticipated. Dissemination of an indication is mandatory for an opening which
will result in a price change constituting the lesser of 10% or three points from the prior NYSE close, or five
points if the previous close is $100 or higher, unless the price change is less than one point. Fifteen minutes
must elapse between a first indication and a stock's opening. However, when more than one indication is
necessary, a stock may open (1) five minutes after the last indication when it overlaps the prior indication
(e.g., 51 - 53 overlaps 50 - 52, but does not overlap 53-55) and (2) ten minutes after the last indication when
it does not overlap the prior indication, provided that 15 minutes must have elapsed from the dissemination of
the first indication.

3. PROCEDURES RELATING TO THE CLOSE

1. Limit-At-The-Close (“LOC”) Orders

The LOC pilot, which commenced on April 15, 1994, is integrated with expiration Friday policy.

Current procedures require MOC imbalances of 50,000 shares or more in the pilot stocks to be published on
the tape as soon as practicable after 3:40 p.m. on expiration days, including expiration Fridays. LOC orders
may be entered only if imbalances have been published in DD, MRK, PEP, T, or WMT and must be entered
by 3:55 p.m. On expiration days, LOC orders are irrevocable once entered, except in the case of legitimate
error.

No LOC orders related to a strategy including any stock index futures, stock index options or options on stock
index futures in expiring contracts may be entered in any stock.

An LOC order is one that is entered for execution at the closing price provided that the closing price is at or
within the limit specified. LOC orders may be entered only to offset published imbalances of market-on-close
(“MOC”) orders. They are prioritized on the specialist's book by time of entry and go behind all other orders
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on the specialist's book at that price. LOC orders with prices that are better than the closing prices in the
subject security are guaranteed an execution, unless there is a trading halt in the security. LOC orders at the
closing price are executed in order of time priority with respect to other LOC orders, but are not guaranteed
an execution.

2. Market-On-Close Orders

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. Applicable MOC orders
are those relating to a strategy involving any stock index futures, stock index options, or options on stock
index futures, in all stocks. These procedures have been filed as a rule with the SEC.

The cut-off time is 3:40 p.m. for the entry of MOC orders that relate to a strategy including any expiring stock
index futures, stock index options or options on stock index futures. This requirement applies to all stocks
involving such a strategy, not just pilot stocks. Floor brokers representing such orders must indicate their
MOC interest to the specialist by 3:40 p.m. These closing procedures will be implemented with the September
16, 1994 expiration.

3. Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

4. Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:40 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will continue to be permitted after 3:40 p.m.

5. Special Procedures on Limitation of Entry of Orders and Publication of Imbalances in Pilot Stocks

You must, as stated above and required for all stocks, enter all MOC orders, in positions relating to a strategy
involving any expiring stock index futures, stock index options, or options on stock index futures, by 3:40 p.m.
eastern time. In addition, as described below, there are special procedures for publication of imbalances, that
are applicable only to pilot stocks (see attached list). It should be noted that pursuant to the newly amended
Rule 13, limit-at-the-close orders in the LOC pilot stocks only may be entered for execution on the close, in
addition to market-on-close orders.

As soon as possible after 3:40 p.m., the Exchange will publish on the tape any imbalance of MOC orders
of 50,000 shares or more that existed at 3:40 p.m. in those pilot stocks. This will be the only MOC order
imbalance publication. If a “No Imbalance” notice is published in a pilot stock, no MOC or LOC orders will
be permitted in that stock. While MOC orders previously entered may be cancelled or reduced in size until
3:40 p.m., once a publication of an imbalance in a pilot stock has been made, any MOC or LOC orders
subsequently entered in such pilot stock will be accepted only to trade on the opposite side of the market in
relation to such published imbalance. The liquidation of positions relating to a strategy involving any stock
index futures, stock index options, or options on stock index futures using MOC orders entered after 3:40 p.m.
is not permitted, even if such orders might offset net reported imbalances.
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Due to cancellations or reductions and entry of offsetting MOC or LOC orders, the imbalance of MOC orders
published as of 3:40 p.m. may not reflect the imbalance that exists at the close.

The procedures stated in this section relate only to the pilot stocks. Regular procedures, including revised
procedures for all stocks that are stated on Pages One through Four, will apply to all other listed securities.

6. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance shall, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The specialist shall then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction should be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they shall be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

7. “G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

80A. Rule 80A

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on the last trade date prior to each month's expiration.

9. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligency to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a)(2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
Robert Ambrosio at (212) 656-5597.
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Robert J. McSweeney

Senior Vice President

                             

Attachments

          

4. Expiration Friday Pilot Stocks - September 16, 1994

   ABT     ABBOTT LABORATORIES

   AXP     AMERICAN EXPRESS COMPANY

   AHP     AMERICAN HOME PRODUCTS CORPORATION

   AIG     AMERICAN INTERNATIONAL GROUP INC.

   T       AMERICAN TELEPHONE AND TELEGRAPH

   AIT     AMERITECH CORP.

   AN      AMOCO CORPORATION

   ARC     ATLANTIC RICHFIELD COMPANY

   BAC     BANKAMERICA CORPORATION

   BEL     BELL ATLANTIC CORPORATION

   BLS     BELLSOUTH CORPORATION
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   BA      BOEING COMPANY

   BMY     BRISTOL MYERS SQUIBB COMPANY

   CHV     CHEVRON CORPORATION

   C       CHRYSLER CORP.

   CCI     CITICORP

   KO      COCA-COLA COMPANY

   *COL    COLUMBIA HEALTHCARE CORP.

   DOW     DOW CHEMICAL COMPANY

   DD      DU PONT COMPANY

   EK      EASTMAN KODAK COMPANY

   LLY     ELI LILLY AND COMPANY

   XON     EXXON CORPORATION

   FNM     FEDERAL NATIONAL MORTGAGE ASSOCIATION

   F       FORD MOTOR COMPANY

   GE      GENERAL ELECTRIC COMPANY

   GM      GENERAL MOTORS CORPORATION
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   G       GILLETTE COMPANY

   GTE     GTE CORPORATION

   HWP     HEWLETT-PACKARD COMPANY

   HD      HOME DEPOT INC.

   IBM     INTERNATIONAL BUSINESS MACHINES CORP.

   IP      INTERNATIONAL PAPER COMPANY

   JNJ     JOHNSON AND JOHNSON

   MCD     MCDONALDS CORPORATION

   MRK     MERCK AND COMPANY INC.

   MMM     MINNESOTA MINING AND MANUFACTURING

   MOB     MOBIL CORPORATION

   MOT     MOTOROLA INC.

   NYN     NYNEX CORPORATION

   PEP     PEPSICO INC.

   PFE     PFIZER INC.

   MO      PHILIP MORRIS COS. INC.
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   PG      PROCTER AND GAMBLE COMPANY

   RD      ROYAL DUTCH PETROLEUM COMPANY

   S       SEARS ROEBUCK COMPANY

   SBC     SOUTHWESTERN BELL CORPORATION

   TX      TEXACO INC.

   UN      UNILEVER N.V. ORD SHARES

   USW     U.S. WEST INC.

   WMT     WAL-MART STORES INC.

   DIS     WALT DISNEY COMPANY

This list consists of the 50 highest weighted S & P 500 stocks based on market values as of September 2,
1994 and the 20 Major Market Index stocks. The indicated (*) stock has been added to the list. NB has been
deleted.

         

5. MidCap Index Expiration Friday Stocks - September 16, 1994

   AFL       AFLAC Inc.

   AOC       AON Corporation

   BK        Bank of New York Company, Inc.

   CMA       Comerica Inc.
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   CU        CUC International, Inc.

   FBS       First Bank System Inc.

   FFM       First Financial Management

   GME       General Motors Corp. Class E

   MU        Micron Technology Inc.

   MS        Morgan Stanley Group Inc.

This list contains the 10 highest weighted S & P MidCap 400 stocks based on market values as of September
2, 1994. The list remains unchanged.

     6. Limit-at-the-Close (LOC) Pilot Stocks - September 16, 1994

   T     American Telephone and Telegraph Co.

   DD    E.I. Dupont DeNemours & Co.

   MRK   Merck and Co., Inc.

   PEP   PepsiCo, Inc.

   WMT   Wal-Mart Stores, Inc.

7. MEMORANDUM

DATE: September 9, 1994

TO: All Floor Members

FROM: Floor Official Education

SUBJECT: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) and Limit-at-the-
Close (LOC) Orders

1. Openings

1Q. Can “limit at the opening” (“limit OPG”) orders be entered in the stocks that are not among the
stocks included in the pilot?
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1A. “Limit OPG” orders are permitted on expiration Friday. Unexecuted “limit OPG” orders are cancelled after
the opening transaction.

2Q. When can specialists obtain an OARS status request?

2A. At any time after 7:30 a.m., in any stock. (Specialists should review OARS inquiry, freeze and opening
procedures to avoid problems.)

3Q. Must specialists wait until 9:27 a.m. to start the ITS pre-opening application?

3A. No. ITS Pre-Opening notifications may be issued beginning at 9:00 a.m.

4Q. Are “G” orders to sell short at the market handled differently at the opening than at the close on
expiration day?

4A. Yes, “G” short market orders are covered by two different procedures. At the opening they are handled
as they are on any other day. “G” short market orders must yield to all public limit orders at the lowest valid
short tick. At any higher price the “G” shorts need not yield. At the close, “G” market shorts must yield to all
limit orders at the sale price, even if that price is higher than the first valid short tick.

5Q. How should specialists and Floor Officials handle requests to “hold the opening” in the pilot
stocks?

5A. The Exchange has added auxiliary and early procedures with the express purpose of providing a prompt
opening in all stocks, not just the 50 pilot stocks. Brokers should be told to have their opening interest
represented by 9:30 a.m., and assuming adequate pricing information re: substantial disparity from the close,
all stocks should be opened as quickly after 9:30 as possible.

2. MOC and LOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

2A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

   1. Example #1   200,000 buy MOC

                    50,000 sell MOC

                    50,000 sell plus MOC

                    25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.
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   2. Example #2   100,000 sell MOC

                    50,000 buy MOC

                    25,000 buy minus MOC

                    25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000−B 50,000). The buy “minus” MOC orders
would reduce the sell imbalance to 25,000 shares, which would not require an imbalance to 25,000 shares,
which would not require an imbalance notice to be disseminated. The sell plus MOC would not be counted.

3Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4-1/2 - last sale 20 3/8

3A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus or sell
short order would go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the
other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus or
sell short order would go ahead of the 20 1/2 limit sell orders on the book because it should be treated like a
market order. Similarly, a market-on-close buy minus order would be treated as a limit order if the last sale
was on a “plus” or “zero plus”, going behind any buy orders limited at 20 1/4. If the last sale was on a “minus”
or “zero minus” tick, the market-on-close buy minus order would be treated as a market order and executed
ahead of 20 1/4 limit buy orders on the book.

4Q. Are MOC “short” at-the-close orders permitted?

4A. Firms may enter “short” MOC orders.

5Q. Should brokers in the Crowd give the specialist their orders prior to the final bell? How should
they be handled by the specialist?

5A. Yes. In the pilot stocks, any brokers in the Crowd handling orders relating to strategies should give their
orders to the specialist by 3:40 p.m., to allow the specialist to arrange a closing price. Such orders should be
handled like “love” orders on the opening.

6Q. Can MOC orders be entered in the pilot stocks if a “No Imbalance” notice is published at 3:40
p.m.?

6A. No MOC orders may be entered if a “No Imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.

7Q. Are limit-at-the-close (LOC) orders permitted/

7A. LOC orders may be entered only in the stocks specifically identified for participation in the LOC pilot.

8Q. What is the priority sequence for execution of LOC orders?

8A. Marketable LOC orders are treated as market orders and must be executed. Such orders include better-
priced (i.e., orders with a limit price better than the closing price) LOC orders to buy and sell long (including
“G” orders) and better-priced LOC orders to sell short or sell plus, if the closing price would represent a
“double plus tick”.

LOC orders limited to the closing price and better-priced LOC orders to sell short and sell plus that could not
be executed at a price lower than the actual close are sequenced by time priority among themselves, but
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behind all other orders at the closing price, and may be executed, depending on the size of the imbalance to
be offset.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.
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September 7, 1994

  

Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: MANAGING PARTNERS, CHIEF EXECUTIVE OFFICERS AND COMPLIANCE DIRECTORS

SUBJECT: FAIR DEALING WITH CUSTOMERS

Several recent media publications have suggested that broker-dealers, and especially their registered
personnel, do not treat all customers equally. The Exchange is concerned with these reports and therefore,
wishes to remind members and member organizations that Exchange rules and principles of good business
practice apply equally to all customers regardless of gender, race, creed or national origin. In this regard, it is
important that members and member organizations review their policies and procedures to ensure equitable
treatment of all customers and that the policies are both communicated to and understood by all employees,
especially by registered persons and others that deal with public customers.

Salvatore Pallante

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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September 7, 1994

  

Member Firm Regulation

 TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, PROXY, LEGAL AND COMPLIANCE/
INTERNAL AUDIT DEPARTMENTS

SUBJECT: ADOPTION OF AMENDMENTS TO PROXY RULES

1. On August 25, 1994, the Securities and Exchange Commission approved amendments to Exchange rules
relating to voting of proxies and transmission of proxy and related issuer materials (see Securities Exchange
Act Release No. 34-34596). The revisions consist of amendments to Exchange Rules 450 (“Restriction on
Giving of Proxies”), 451 (“Transmission of Proxy Material”), 452 (“Giving Proxies by Member Organization”)
and 465 (“Transmission of Interim Reports and Other Material”).

The text of the rule amendments is attached as Exhibit A. The significant areas of change are discussed
below.

1. Substance of Amendments

The amendments to Exchange Rules 450, 451, 452 and 465 give beneficial owners the ability to authorize
investment advisers registered under the Investment Advisers Act of 1940 (the “‘40 Act”) who exercise
investment discretion pursuant to an advisory contract and who have been designated to the member
organization in writing by the beneficial owner (the “designated investment adviser”) to receive proxy soliciting
materials, annual reports and other related issuer material (“proxy and related materials”) and to vote proxies
for the beneficial owners of securities. The term “investment adviser” under the amended rules includes, but
is not limited to, a broker-dealer (e.g., a member organization) that is also registered under the ‘40 Act.

The rule amendments permit member organizations to comply with written requests concerning transmission
of proxy and related materials to and the voting of proxies by designated investment advisers. Formerly,
Exchange rules required transmission of proxy and related materials by the member organization to each
beneficial owner of stock held in the member organization's possession and control. Rule 451 explicitly
required that proxy material be sent to a beneficial owner even though such owner had instructed the member
organization not to do so.

The required written designation of the registered investment adviser must be signed by the beneficial owner
of securities, addressed to the member organization and must include the name of the designated investment
adviser and specify that the investment adviser is being designated to receive the proxy and related materials
and to vote the proxy.

Member organizations must assure themselves that the designated investment adviser is registered under
the Investment Advisers Act of 1940 and that such adviser does exercise investment discretion over
the customer's account pursuant to an advisory contract and must maintain records substantiating this
information.

Member organizations may wish to provide consolidated proxies and related materials to investment
advisers designated by beneficial owners to exercise voting discretion. To facilitate this process, member
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organizations should prepare a consolidated proxy (or voting instruction form) and distribute such material to
the investment advisers.

2. Rescission of the Designation of an Investment Adviser

While the rule amendments give beneficial owners the ability to designate an investment adviser for specified
purposes under the rules, beneficial owners also have an unqualified right to rescind such designation,
for any reason. Prior to the effective date of such designation, the member organization must provide the
beneficial owners written notice of their right to rescind the designation at any time. Upon rescission of
such designation, beneficial owners may elect to receive proxy and related materials and vote the proxy
themselves or to designate another registered investment adviser.

Any questions relating to these rule amendments may be directed to Patricia Dorilio at (212) 656-2744 or
Mary Anne Furlong at (212) 656-4823. Any other questions relating to proxy rules may be directed to Gary
Tuttle at (212) 656-5025.

Salvatore Pallante

Senior Vice President

A. Exhibit A

Underscored reflects additions

1. PROXIES

(Rules and Policies Administered by Marketing Division.)

Applicability of proxy rules.-Rules 450 to 460, inclusive, apply to both listed and unlisted securities, unless the
context otherwise limits application.

The term “unregistered company” as used in Rule 456 to 459 means a company not required to conform to
the proxy rules of the Securities and Exchange Commission in the solicitation of proxies with respect to its
securities.

The term “member” as used in connection with Rules 456 to 459 includes a member, allied member, member
firm, member corporation and employee thereof.

The term “investment adviser” as used in Rules 450, 451, 452 and 465 may include a registered broker-
dealer.

Rule 450. Restriction on Giving of Proxies

No member organization shall give or authorize the giving of proxy to vote stock registered in its name, or
in the name of its nominee, except as required or permitted under the provisions of Rule 452, unless such
member organization is the beneficial owner of such stock. Notwithstanding the foregoing,

(1) any member organization designated by a named fiduciary as the investment manager of stock held as
assets of an ERISA Plan that expressly grants discretion to the investment manager to manage, acquire, or
dispose of any plan asset and which has not expressly reserved the proxy voting right for the named fiduciary
may vote the proxies in accordance with its ERISA Plan fiduciary responsibilities; and

(2) any person registered as an investment adviser under the Investment Advisers Act of 1940 who exercises
investment discretion pursuant to an advisory contract for the beneficial owner and has been designated
in writing by the beneficial owner to vote the proxies for stock which is in the possession or control of the
member organization, may vote such proxies.

Rule 451. Transmission of Proxy Material
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(a) Whenever a person soliciting proxies shall furnish a member organization:

(1) Copies of all soliciting material which such person is sending to registered holders, and

(2) satisfactory assurance that he will reimburse such member organization for all out-of-pocket expenses,
including reasonable clerical expenses, incurred by such member organization in connection with such
solicitation,

such member organization shall transmit to each beneficial owner of stock which is in its possession or
control or to an investment adviser registered under the Investment Advisers Act of 1940 who exercises
investment discretion pursuant to an advisory contract for the beneficial owner and has been designated in
writing by the beneficial owner of such stock (hereinafter “designated investment adviser”) to receive soliciting
material in lieu of the beneficial owner, the material furnished; and

(b) such member organization shall transmit with such material either:

(1) a request for voting instructions and, as to matters which may be voted without instructions under
Rule 452, a statement to the effect that, if such instructions are not received by the tenth day before the
meeting, the proxy may be given at discretion by the owner of record of the stock; provided, however, that
such statement may be made only when the proxy soliciting material is transmitted to the beneficial owner
of the stock or to the beneficial owner's designated investment adviser, at least fifteen days before the
meeting. When the proxy soliciting material is transmitted to the beneficial owner of the stock or the the
beneficial owner's designated investment adviser twenty-five days or more before the meeting, the statement
accompanying such material shall be to the effect that the proxy may be given fifteen days before the meeting
at the discretion of the owner of record of the stock; or

(2) a signed proxy indicating the number of shares held for such beneficial owner and bearing a symbol
identifying the proxy with proxy records of such member organization, and also a letter informing the
beneficial owner or the beneficial owner's designated investment adviser, of the necessity for completing the
proxy form and forwarding it to the person soliciting proxies in order that the shares may be represented at
the meeting.

This rule shall not apply to beneficial owners outside the United States.

Supplementary Material:

10. .10 Annual reports to be transmitted. - The annual report shall be transmitted to beneficial owners or
to beneficial owners' designated investment advisers under the same conditions as those applying to proxy
soliciting material under Rule 451 even though it is not proxy-soliciting material under the proxy rules of the
Securities and Exchange Commission.

60. .60 Duty to transmit even when requested not to. - The proxy material must be sent to a beneficial
owner even though such owner has instructed the member organization not to do so, unless the beneficial
owner has instructed the member organization in writing to send such material to the beneficial owner's
designated investment adviser.

452. Rule 452. Giving Proxies by Member Organization

Voting procedure without instructions

A member organization which has transmitted proxy soliciting material to the beneficial owner of stock or
to an investment adviser registered under the Investment Advisers Act of 1940 who exercises investment
discretion pursuant to an advisory contract for the beneficial owner and has been designated in writing by the
beneficial owner of such stock (hereinafter “designated investment adviser”) to receive soliciting material in
lieu of the beneficial owner and solicited voting instructions in accordance with the provisions of Rule 451,
and which has not received instructions from the beneficial owner or from the beneficial owner's designated
investment adviser by the date specified in the statement accompanying such material, may give or authorize
the giving of a proxy to vote such stock, provided the person in the member organization giving or authorizing
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the giving of the proxy has no knowledge of any contest as to the action to be taken at the meeting and
provided such action is adequately disclosed to stockholders and does not include authorization for a merger,
consolidation or any other matter which may affect substantially the rights or privileges of such stock.

Supplementary Material:

10. .10 Giving a Proxy to Vote Stock

When member organization may vote without customer instructions.-Rule 452, above, provides that a
member organization may give a proxy to vote stock provided that:

(1) It has transmitted proxy soliciting material to the beneficial owner of stock or to the beneficial owner's des
ignated investment adviser in accordance with Rule 451, and

(2) it has not received voting instructions from the beneficial owner or from the beneficial owner's designated
investment adviser, by the date specified in the statement accompanying such material, and

(3) [No change in text]

465. Rule 465. Transmission of Interim Reports and Other Material

A member organization, when so requested by a company, and upon being furnished with:

(1) copies of interim reports of earnings or other material being sent to stockholders, and

(2) satisfactory assurance that it will be reimbursed by such company for all out-of-pocket expenses, including
reasonable clerical expenses, shall transmit such reports or material to each beneficial owner of stock of such
company held by such member organization and registered in a name other than the name of the beneficial
owner unless the beneficial owner has instructed the member organization in writing to transmit such reports
or material to a designated investment discretion pursuant to an advisory contract for such beneficial owner.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
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Number 94-39
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August 17, 1994

  

Member Firm Regulation

 TO: All Members and Managing Partners/Chief Executive Officers of Member Organizations

SUBJECT: Status Report - Securities Industry Continuing Education Program

1. The Exchange, in conjunction with the Securities Industry/Regulatory Council on Continuing Education
is continuing its' work on developing a formal continuing education program for the securities industry. The
industry wide program, as proposed, will be mandated by all self-regulatory organizations and will impact all
individuals and firms doing business with the public. Given the importance of this program it is imperative
that members and member organizations familiarize themselves with the elements of the program prior to it
becoming effective.

To help you become familiar with the program, attached you will find a press release on this subject, as well
as a status report prepared by the Industry/Regulatory Council, which has been making recommendations to
all SROs for adoption.

Questions, comments or suggestions on continuing education should be directed to JoEllen Carlson at (212)
656-2555 or Donald van Weezel at (212) 656-5058.

Salvatore Pallante

Senior Vice President

Attachments

See also Information Memorandum 93-39 (September 8, 1993) and 94-20 (May 17, 1994) for additional
information.

2. JOINT SECURITIES INDUSTRY-REGULATORY COUNCIL OFFERS PROPOSALS TO FURTHER ENHANCE
SECURITIES PROFESSIONALS EDUCATION

For Additional Information, Contact:

William R. Simmons,

Council on Continuing Education

(202) 728-8955

James Spellman, NASD

(202) 728-8197

Raymond Pellecchia, NYSE

(212) 656-2001

Art Samansky, SIA

(202) 296-9410

Embargoed For Release:

Monday, August 15, 1994
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10:00 A.M. EST

Washington, D.C. - The joint Securities Industry/Regulatory Council on Continuing Education today issued
details of a proposed program to further enhance the education of securities professionals nationwide,
William R. Simmons, council Chairman, said.

The mandatory program could be implemented in a series of steps as early as 1995, after final approval by
self-regulatory organizations (SROs) and the Securities and Exchange Commission (SEC), according to Mr.
Simmons, who also is Executive Vice President and Director, Municipal Securities and Unit Investment Trust
Division, Dean Witter Reynolds Inc.

The proposed program will be open for industry and public comment through October, Mr. Simmons said.

The continuing education program is composed of regulatory and firm elements which generally would be
implemented in tandem, he said.

The focus of the regulatory element would be on securities professionals with ten years or less experience,
while the firm element would encompass all securities professionals who directly deal with the public and
their supervisors. The regulatory element will provide training on broad industry-wide subjects, including
regulation, compliance, ethics, and sales practices and will be delivered by computer-based training exercise,
Mr. Simmons said.

The firm components will be structured toward the individual needs of firms and their lines of business. Firms
will train their securities professionals in the specific products and services they provide, he said.

“This positive and cooperative joint effort by market regulators and the industry will further assure all
investors, whether retail or institutional, of the high integrity and knowledge of the overwhelming majority
of securities professionals practicing in the modern-day securities marketplace,” William H. Donaldson,
Chairman and Chief Executive Officer, New York Stock Exchange, and Joseph R. Hardiman, President and
Chief Executive Officer, The Nasdaq Stock Market and National Association of Securities Dealers, an industry
regulator; Marc E. Lackritz, President, Securities Industry Association, the industry's trade group; and Mr.
Simmons said in a joint statement.

“The proposed program exemplifies why the United States securities industry sets the world's standard,” they
said.

According to the Council proposal, the regulatory element would apply to all securities professionals with ten
years or less experience; and the firm elements would apply to all security professionals with direct customer
contact and their immediate supervisors.

Exemption from the regulatory element would be available for securities professionals with ten years or
more experience who haven't any serious disciplinary history; no exemption would be available from the firm
element, according to the proposal.

At specific points throughout their first ten years in the business, securities professionals would be required
by the SROs to participate in computer-based training developed by industry committees; and on a continuing
basis in the firm element under standards which would be proposed by the Council and approved by the
SROs.

The SROs, as part of their inspection program, plan to monitor compliance with the regulatory and firm
elements of the continuing education program.

Securities professionals who do not participate in the regulatory-element training would be required to cease
doing business until the requirements are satisfied. In addition, systemic firm failure to comply with “firm
element standards” could result in initiation of disciplinary proceedings by the SROs.

The regulatory component of the program is designed for educational purposes, and like many other
professions' educational programs, rather than testing, will use a continuing inter-active computerized system.
The firm component also is educational and will be a mix of computerized systems and handbooks.
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According to the current schedule, the proposal would be adopted by the SRO boards of directors in autumn
1994 and filed with the SEC for consideration, which is expected in January 1995.

The Council is the successor to a joint SRO-sponsored industry task force organized in 1993 and is
composed of 13 industry representatives from all aspects of the business with experience ranging from seven
to 35 years in the securities business, and six SRO representatives. The original task force was created
under the sponsorship of securities industry SROs. In addition, the SEC and the North American Securities
Administrators Association have appointed liaisons to the Council.

3. STATUS REPORT ON THE CONTINUING EDUCATION PROGRAM

THE INDUSTRY/REGULATORY COUNCIL ON CONTINUING EDUCATION

AUGUST 1994

1. BACKGROUND

In March 1993, six self-regulatory organizations (SROs) 1   announced the formation of an industry task
force to consider whether the industry should develop a uniform continuing education program for registered
persons. The task force was composed of experienced individuals with diverse backgrounds from a broad
range of firms, thus ensuring consideration of the interests and needs of a wide cross section of the industry.
The SROs noted that the increasing complexity of the securities industry demands that professionals
who deal with the public or are in supervisory positions maintain minimum standards of competence and
professionalism. The SROs also said that a formal industry-wide continuing education program to keep
professionals up to date on products, markets, and rules might be needed. By initiating a broad-based
industry effort, the SROs hoped to provide a unified industry-wide approach acceptable to all segments of the
industry.

In September 1993, the industry task force issued a report calling for a formal two-part continuing education
program for securities industry professionals that would require uniform periodic training in regulatory
matters (Regulatory Element) and ongoing programs by firms to keep employees up-to-date on job and
product-related subjects (Firm Element). The report also recommended the creation of a permanent Industry/

Regulatory Council on Continuing Education (the Council) 2   to recommend to the SROs the specific content
of the uniform Regulatory Element and the minimum core curricula for ongoing firm training programs
undertaken to satisfy the requirements of the Firm Element. The task force recommended further that
computer-based training be used as a primary delivery vehicle for the uniform Regulatory Element of the
program. In November 1993, the SROs endorsed in concept the recommendations of the industry task force.

Since November 1993, the Council has met monthly and has formed separate committees to work on the
Regulatory and Firm Elements. The Regulatory and Firm Element Committees have prepared proposed
draft rules that would implement the program when approved by the SROs. The Regulatory Element
Committee has also developed an initial listing of standardized subject matter for the computer-based training
program. The Firm Element Committee has developed standards that firms must adhere to in developing and
implementing their training programs.

The Council has now submitted these proposed rules to the various SROs for review with an aggressive
schedule to develop and implement the continuing education program. The current target is to have the final
rules adopted by the SROs by November 1994 and for the SROs to immediately thereafter file the rules for
approval with the SEC. It is anticipated that the rules will be formally approved by the SEC in January 1995.
The continuing education program would then be implemented on July 1, 1995.

2. PROPOSED PROGRAM HIGHLIGHTS

The Regulatory Element proposal requires all registered persons to participate in a prescribed computer-
based training session on their second, fifth, and tenth registration anniversary dates. Persons who have
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been registered for more than 10 years and have not been the subject of a serious disciplinary action (as
more fully described below) during the most recent 10 years are exempt from the Regulatory Element.

Failure to complete the required Regulatory Element computer-based training session during the prescribed
period would result in a person's registration becoming inactive. A person whose registration becomes
inactive cannot conduct a securities business or perform any of the functions of a registered person until such
person meets the requirement.

Any person who would otherwise be exempt from the Regulatory Element would be required to re-enter
the program for another 10 years upon becoming subject to certain disciplinary actions or as otherwise
required by a securities regulatory or self-regulatory organization. Such re-entry would be occasioned by
a person becoming subject to a statutory disqualification pursuant to the Securities Exchange Act of 1934;
if an individual's registration is suspended by a securities regulatory or self-regulatory organization; or if
a securities regulatory or self-regulatory authority imposes a fine of $5,000 or more for a violation of any
securities law, rule, or regulation, which is the threshold level for determining a serious disciplinary action.

The Regulatory Element computer-based training program will be designed to transmit information broadly
applicable to all registered persons. The content will be recommended by a group of industry representatives,
subject to Council review and SRO approval. The content will focus on compliance, regulatory, ethical, and
sales-practice standards. Because of the general and broadly applicable nature of this material, the Council
determined to recommend that the Regulatory Element should be initiated with a “one size fits all” approach
to the material to be transmitted in the computer-based training program, regardless of the job functions or
registration status, such as Series 6 or Series 7.

While there will be no grading of individual performance on the Regulatory Element, information feed-back will
be provided to individuals and their firms regarding areas of apparent strength or weakness as indicated by
the individual's interaction with the computer-based training program. In addition, aggregated information will
be provided to firms on all their covered registered persons who take the computer-based training program in
a given period. Firms will be expected to consider this information when formulating their training plans for the
Firm Element, as more fully described below.

Unlike the Regulatory Element, where only those persons registered for 10 years or less are covered,
the Firm Element has no time limitations. It is applicable to all persons who conduct business with retail,
institutional, or investment banking customers of the firm. The immediate supervisors of such persons are
also covered by the Firm Element.

The Firm Element requires each member to establish a training process and identifies certain minimum
requirements associated with that process. The firm must prepare a training plan after an analysis of its
training needs. Firms must consider certain factors when conducting their analyses and in developing their
training plans, such as the firm's size, organization structure, and scope of business activities, as well as
regulatory developments and the performance of covered registered persons in the Regulatory Element.
The program requires a training plan to be implemented by a member and requires the member to maintain
records that clearly demonstrate the content of its training programs and the completion of the programs by
the persons identified in the firm's training plan. Persons who are subject to the training plan would have an
affirmative obligation to participate in the programs identified by the member.

The Firm Element also establishes certain minimum standards for the training programs that are used in a
member's plan. For example, such programs, when dealing with investment products and services, must
identify their investment features and associated risk factors, their suitability in various investment situations
and applicable regulatory requirements that affect the products or services. The SROs would have the ability
to require members, individually or as part of a group, to provide specific training to covered registered
persons in any area the SROs deem necessary. Depending on the issue of concern, these requirements
could be directed at specific individuals or portions of a firm, a specific firm or group of firms, or across the
entire industry.
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3. IMPLEMENTATION

The SROs propose to fully implement the Regulatory Element on July 1, 1995. The Central Registration
Depository (CRD) system will track persons subject to the requirement and notify members in advance
of those individuals approaching their second, fifth, and tenth year anniversary dates who are required to
participate in a computer-based training session. Follow-up notices will also be sent as persons subject to
the Regulatory Element requirement approach the end of the 120 days during which the requirement must
be satisfied. In addition, the CRD system will generate monthly reports to members identifying those persons
approaching or subject to the Regulatory Element requirement as well as those persons whose registrations
have become inactive due to failure to complete the requirement within the specified time.

The Regulatory Element requirements will apply to all registered persons whose second, fifth, and tenth
registration anniversary dates occur on or after July 1, 1995. Persons who have completed 10 years of
registration before July 1, 1995, will be exempt. A person's registration anniversary dates will be measured
from his or her first registration in the CRD, regardless of any subsequent firm changes or changes in
registration category. Persons who have incurred a disciplinary event during the 10-year period before July 1,
1995, that would require them to re-enter the program will have an initial registration date that coincides with
the effective date of the final decision in a disciplinary action.

The NASD PROCTOR system will be modified to handle the delivery of the computer-based training program
in the 55-center PROCTOR network. Future expansion of the network is also being investigated, including
the use of temporary centers that would operate periodically in areas located at a considerable distance from
a full-time network center. In addition, the Council and the SROs will in the future consider the feasibility
of permitting members to deliver the computer-based training on their internal computer systems if certain
technical, administrative and regulatory concerns can be adequately resolved.

The Firm Element of the continuing education program will be implemented in two stages. By July 1, 1995,
members would be required to complete their training needs analyses and to develop written training plans
that would be available for review upon request by the SROs, the SEC, and state regulators. Members would
be expected to begin implementing their plans as soon as practicable but, in any event, no later than January
1, 1996. The SROs are committed to developing a consistent approach to examination and enforcement of
the Firm Element requirements. Additionally, the SROs will coordinate their field inspection efforts to avoid
any unnecessary regulatory overlap in the inspection process for firms that are joint members of two or more
SROs.

The Firm Element provides great flexibility to firms in designing training programs appropriate to their
needs and consistent with their resources, subject to broad standards defined in the Firm Element. The
Firm Element framework is intended to be flexible enough to accommodate differences in the size, scope,
and complexity of firm operations. Therefore, the Council and the SROs believe that the training plan
requirements of the proposal are within the capabilities of all organizations, regardless of size.

The Firm Element also proposes that a member would be responsible for assuring that training programs for
investment products and services used in its training plan appropriately cover the investment characteristics
and associated risk factors of the product or service, their suitability for different investment situations and
any regulatory requirements that affect the product or service. The Council and the SROs realize that a great
deal of the training material and programs will be provided by a variety of training and education providers.
Nevertheless, the proposed rules place the responsibility on each member to assure that such training meets
the broad content standards included in the rule as they relate to that particular firm. The SROs do not intend
to pre-approve training materials and programs developed by members or providers. They will, however,
communicate regularly with members regarding the expectations for the content of training programs. As the
program evolves, it is expected some curricula content standards will be defined by the SROs for products
and services where heightened regulatory concerns exist.
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The Council intends to develop more extensive guidelines to assist firms in carrying out their responsibilities
under the Firm Element and will recommend to the SROs that these guidelines be provided to firms when the
final continuing education rules are adopted by the SROs and approved by the SEC.

INDUSTRY/REGULATORY COUNCIL ON CONTINUING EDUCATION

William R. Simmons

Council Chairman

Executive Vice President & Director

Dean Witter Reynolds, Inc.

New York, NY

INDUSTRY REPRESENTATIVES

Judith Belash

Vice President

& Associate General Counsel

Goldman Sachs

New York, NY

Mary Alice Brophy

First Vice President

& Director of Compliance

Dain Bosworth Inc.

Minneapolis, MN

Ronald E. Buesinger

Corporate Secretary

& Senior Vice President

A.G. Edwards & Sons, Inc.

St. Louis, MO

Elena Dasaro

Compliance Official

H.C. Wainright & Co., Inc.

Boston, MA

David A. DeMuro

Senior Vice President

Associate General Counsel

Lehman Brothers Inc.

New York, NY

John P. Gualtieri

Vice President & Insurance Counsel

Prudential Insurance Co. of America
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Newark, NJ

Therese M. Haberle

Associate General Counsel

Charles Schwab & Co., Inc.

San Francisco, CA

James Harrod

General Principal,

Investment Representative

Edward D. Jones & Co.

Maryland Heights, MO

Todd A. Robinson

Chairman & CEO

Linsco/Private Ledger Corp.

Boston, MA

Richard C. Romano

President

Romano Brothers & Co.

Evanston, IL

Lois Towers

Director Institutional Compliance

Fidelity Securities

Boston, MA

O. Ray Vass

First Vice President

Merrill Lynch, Pierce,

Fenner & Smith, Inc.

New York, NY

SRO REPRESENTATIVES

Diane Anderson

Vice President of Examinations

Philadelphia Stock Exchange

Philadelphia, PA

Howard Baker

Senior Vice President

American Stock Exchange

New York, NY

Darrell Dragoo
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Vice President of Compliance

Chicago Board Options Exchange

Chicago, IL

Frank J. McAuliffe

Vice President

NASD

Rockville, MD

Loretta Rollins

Professional Qualifications

Administrator

MSRB

Alexandria, VA

Donald van Weezel

Managing Director

NYSE

New York, NY

4. Questions & Answers Regarding THE SECURITY INDUSTRY Continuing Education Proposals

Q. What is the Industry/Regulatory Council on Continuing Education (the Council) and what role does
it play?

A. The Council is comprised of 13 representatives of the securities industry (primarily the former members
of the Securities Industry Task Force on Continuing Education) and representatives of six self-regulatory
organizations (SROs). In addition, liaison personnel from the SEC and NASAA participate in Council
meetings. The Council's Role is to develop, update, and coordinate the Continuing Education program and to
recommend specific content to the SROs for the Regulatory Element and minimum core curricula for the Firm
Element.

In the future, industry representatives will be selected to serve three-year terms through a nominating-
committee process designed to maintain representation of a broad cross section of industry firms. The
Council will continue to evaluate the program and recommend changes to the SROs as necessary to ensure
that the Regulatory and Firm Elements are responsive to industry needs and changes over time.

Q. Why does the program consist of two elements?

A. The Regulatory Element is applicable to all persons registered with an SRO within their first 10 years in
the business. Because the Regulatory Element is intended to enhance education and training in broad-based
regulatory, compliance, and ethical issues, a “one size fits all” approach is initially contemplated for persons
engaged in limited or full-service aspects of the securities business and in a variety of jobs.

The Firm Element is designed to ensure that firms provide ongoing education and training to persons who
deal directly with individual, institutional, and investment banking customers. This element will focus on topics
tailored specifically to the job functions and products handled by those people. Accordingly, the Firm Element
has sufficient flexibility to meet the needs of all firms irrespective of their size of product mix.

Q. Who will be covered by the program?
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A. Every person registered for 10 years or less will be covered by the Regulatory Element and will be
required to take the regulatory portions within 120 calendar days after their second, fifth, and tenth
anniversaries.

The Firm Element requirements shall apply to all “covered registered persons” (Salespeople, traders,
investment bankers, and others who conduct a securities business with customers, and their first-line
immediate supervisors) for as long as they are considered “covered registered persons.” The term
“Customer” applies to retail, institutional, and investment banking customers, but does not include other
broker/dealers.

A. Yes and the Council is considering what special accommodations may be necessary to deliver the
program to such individuals.

Q. Will anyone be grandfathered or exempted?

A. Grandfathering applies to the Regulatory Element only. Those who have been registered more than 10
years and who have not been the subject of a serious disciplinary action (suspension, bar, fine of $5,000
or more, or a statutory disqualification) during the most recent 10 years will be grandfathered from the
Regulatory Element.

Q. Are branch managers “covered registered persons” within the Firm Element?

A. Yes. Branch managers are covered registered persons because they directly supervise salespeople in the
branch. If a branch manager also has customer accounts, then his/her supervisor is a “covered registered
person” as well.

Q. Are research analysts “covered registered persons” within the Firm Element?

A. Yes, if they communicate directly with or engage in sales presentations to customers.

Q. Will either element contain pass/fail tests?

A. No. The Council recommended that the program should focus on increased education and training rather
than on periodic examinations.

Q. How will the program be administered?

A. The Regulatory Element will be delivered through computer-based training, in which participants will work
through problems and/or scenarios at computer terminals located in an NASD PROCTOR center or other
specified location.

The Firm Element will be delivered by firms and may include written materials, videos, audio tapes, classroom
training, direct broadcasts, or other media.

Q. What is the rationale behind discontinuing the Regulatory Element after 10 years?

A. Because information to be transmitted through the Regulatory Element is primarily of a compliance,
regulatory, and ethical nature, it was perceived that individuals registered for more than 10 years without a
significant disciplinary action would have adequately absorbed this material and that this would be reflected
in their manner of doing business. In addition, all registered individuals who are “covered registered persons”
will continue to be subject to the requirements of the Firm Element throughout their careers.

Q. In the Regulatory Element, will there be a way to verify that individuals have completed the
computer-based training?

A. Yes. The CRD system will track and communicate anniversary dates and evidence of completion for the
Regulatory Element. The Computer-based systems used to transmit the training information can also capture,
store, and analyze data as to who took the training, when, where, and other information-in a manner similar to
that of the industry qualification testing now conducted through the NASD PROCTOR system.

Q. What is the expected fee for each Regulatory Element session at an NASD PROCTOR center?
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A. The current estimate is about $75; however, the ultimate fee will depend on the overall costs for the
program, which will operate on a revenue-neutral basis and be subject to periodic independent audits.

Q. For those firms with internal computer systems and the capability to interface with the NASD
PROCTOR system, will there be an opportunity to deliver the Regulatory Element material through
these systems?

A. Initial delivery of the Regulatory Element will be on the PROCTOR system; however, the potential for
internal delivery on firm computer systems is under discussion. Obviously, arrangements to permit internal
delivery depend on the development of appropriate safeguards to ensure the integrity of the program and the
ability to capture the necessary information for feedback.

Q. Is the content of the Firm Element left entirely up to the individual firms?

A. No. The Firms will be required to update training plans annually to demonstrate that they meet certain
prescribed minimum standards with respect to subject material to be disseminated to their “covered
registered persons” based on their needs, products, and lines of business.

Q. Will “covered registered persons” need to participate in formal Firm Element training programs
every year?

A. Not necessarily. There are no set schedules or required number of hours for the Firm Element, but
coverage must be sufficient to meet the criteria established by SRO rules. For example, it may not be
necessary to include every “covered registered person” within each calendar year if the firm is engaged
exclusively in limited lines of business.

Q. Is the annual compliance meeting required under Section 27 of the NASD Rules of Fair Practice
adequate to demonstrate compliance with the requirements of the Firm Element?

A. Not in and of itself. It can certainly be used as an occasion on which to transmit information or conduct
training. However, firms must address their own needs with regard to sales practices and product training
and carry out effective programs. In most instances, a significant expansion of material covered at the annual
compliance meeting will probably be necessary. Also, it may be appropriate to transmit some material in a
more timely manner than waiting for scheduled annual compliance meetings.

Q. Can the requirements of the Firm Element be met through continuation of the significant internal
training and education programs already in place at some firms?

A. Possibly. For firms with comprehensive ongoing training programs in place, the requirements may result
primarily in expanded record keeping, more formalized planning, and the incorporation of any minimum
criteria specified by the SROs. It is likely, however, that most firms will need to substantially increase their
education and training efforts to meet or exceed these requirements.

Q. Will it be necessary for each “covered registered person” to meet personally with his/her
supervisor annually to determine the training requirement for that person?

A. No. However, some firms may elect to conduct such meetings to ascertain individual needs or to do so
during regular performance reviews.

Q. Can firms use training materials or presentations prepared or delivered by outside entities to
satisfy the requirements of the Firm Element?

A. Yes, provided that they meet the same standards established for firms.

Q. If firms use materials or presentations prepared or delivered by outside entities to satisfy the
requirements of the Firm Element, who is responsible for the content?

A. Individual firms have the ultimate responsibility for the content and adequacy of material or presentations,
regardless of who prepares or presents the material.
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Q. How can firms obtain guidance on designing and implementing internal training programs
adequate to meet the requirements of the Firm Element?

A. The Council anticipates producing a compilation of guidelines taking into account comments and questions
received while rule enactment is pending. These guidelines would not be rules but would offer suggestions
intended to help firms devise appropriate and reasonable programs consistent with their own unique
characteristics and businesses.

Q. Will sessions devoted exclusively to selling skills or prospecting fulfill the requirements of the
Firm Element?

A. No.

Q. How will materials or presentations used by firms to satisfy the Firm Element be checked or
evaluated?

A. Training plans, materials, outlines, and other required documentation must be retained for regulatory
examination (upon request or during routine sales practices examinations) for conformance with standards
prescribed by SRO rules. In addition, firms will be required to maintain evidence of participation and
completion by their “covered registered persons”.

Q. What authority does the Council have to require firms to transmit specific information or carry out
training in specific areas?

A. None directly. Explicit authority for the requirements and enforcement of the continuing education program
will be established in rules promulgated by the SROs.

Q. If a “covered registered person” has an insurance license and fulfills insurance continuing
education obligations, can that serve as a substitute for the Firm Element?

A. Perhaps it may comprise a portion of the Firm Element requirements relating to insurance-related
securities products, but it is unlikely that most insurance programs will meet all minimum standards
prescribed under this program.

Q. Will study materials be available?

A. A content outline will be prepared for the Regulatory Element. Guidelines will be published for the Firm
Element and it is anticipated that additional study materials will be developed and made available by
individual firms, product originators, and other outside entities.

Q. When will the Continuing Education rules be enacted?

A. It is expected that the rules will receive SEC approval in January 1995.

Q. When will the Regulatory Element actually go into effect?

A. The Regulatory Element is slated to begin on July 1, 1995. Thus, persons with two-, five-, and 10-year
registration anniversaries on or after July 1, 1995 will be required to participate in accordance with those
dates.

Q. When and how will the Firm Element become effective?

A. The Firm Element will also begin on July 1, 1995, and, for most firms, will necessitate a two-tier
implementation process. Firms will be required to have completed their written training plans by July 1, 1995.
The Council and the SROs recognize that firms will likely require additional time to develop and prepare
materials, plan budgeting needs, and arrange scheduling; however, the actual implementation of the plan
must begin no later than January 1, 1996.

It is anticipated that regulatory examination for Firm Element compliance will also proceed in accordance with
the preceding schedule. For example, written training plans are subject to inspection by July 1, 1995, and firm
records should demonstrate programs in progress as of January 1, 1996.

Q. How will people be phased into the program initially?
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A. Individuals will be phased into the Regulatory Element based on their registration date or, if applicable,
based on the date of the most recent disciplinary action against them. For example, persons who became
registered in October 1990 would enter the program having been registered for more than four years and
would first be required to participate in the Regulatory Element around October 1995 (within 120 calendar
days after their fifth anniversary of continuous registration). In October 2000 they would again participate to
complete their 10-year cycle. Thereafter, they will be exempted from the Regulatory Element, provided they
have no serious disciplinary action within the most recent 10-year period.

The Firm Element will begin for all “covered registered persons” no later than January 1, 1996, in accordance
with their firms' written plans.

Q. How does a serious disciplinary action affect one's status in the Regulatory Element?

A. A serious disciplinary action would effectively pre-empt one's original registration date as a trigger for entry
into the full 10-year cycle of the Regulatory Element. Within 120 days of imposition of the disciplinary action,
that individual will be required to participate in a Regulatory Element session, followed by additional sessions
at the second, fifth, and tenth anniversaries of the date of the disciplinary action.

Q. Is a serious disciplinary action the only factor that might mandate re-entry into the Regulatory
Element?

A. No. A federal or state regulatory authority or self-regulatory organization may require re-entry into the
Regulatory Element as part of a sanction in a disciplinary matter.

Q. How will the registration date be calculated for individuals who have acquired multiple
registrations (For example: The Series 6 in 1988 plus the Series 7 in 1991)?

A. The original registration date (1988 in the above example) will be used, provided that the person has
remained continuously registered since that time.

Q. How will temporary lapses in registration be handled?

A. These will be treated similar to the way in which qualification testing is handled. If individuals become
unregistered for less than two years, they will maintain their original registration date, but will first be required
to participate in any Regulatory Element program that may have been missed during the period in which they
were unregistered. For example, an individual whose registration lapses at four and a half years who wishes
to reactivate at what would be his/her six-year anniversary must complete the fifth year Regulatory Element
before reactivation of registration.

Q. What will be the status of a person who becomes unregistered for a two-year period or more?

A. This person would begin the entire registration process anew. He or she would be required to take the
appropriate qualification examination(s) and would enter the Regulatory Element at the beginning of its 10-
year cycle.

Q. What regulatory consequences will result when an individual does not complete the required
continuing education?

A. Non-compliance with Regulatory Element requirements will result in an individual's registration being
deemed inactive until he/she fulfills all applicable elements. Firms must ensure that those deemed inactive
are not permitted to engage in activities, requiring registration. Failure to comply with Firm or Regulatory
Element requirements may subject the firm and individuals to disciplinary action.

Q. Will firms that are members of two or more SROs be subject to redundant inspections for
compliance with the continuing education requirements?

A. The SROs will coordinate their field inspection efforts to avoid any unnecessary reg ulatory overlap for
joint members. The SROs are especially committed to developing a consistent approach to examining for and
enforcing the Firm Element requirements.
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Footnotes

1  The SROs include the American Stock Exchange (AMEX), the Chicago Board Options Exchange
(CBOE), the Municipal Securities Rulemaking Board (MSRB), The National Association of Securities
Dealers, Inc. (NASD), the New York Stock Exchange (NYSE), and the Philadelphia Stock Exchange
(PHLX).

2  The Council includes representatives from 13 broker/dealers and the six SROs. In addition, the
Securities and Exchange Commission (SEC) and the North American Securities Administrators
Association (NASAA) have each assigned a liaison to the Council. Members of the Council are listed at
the end of this report.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
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August 16, 1994

  

Market Surveillance

 TO: All Members and Member Organizations/Chief Operating Officers

FROM: Amendment of Rule 96 (Limitation on Members' Trading Because of Options)

1. The Securities and Exchange Commission has recently approved amendments to Exchange Rule 96
“Limitation on Members' Trading Because of Options.” This is effective immediately.

The amendment permits Exchange members that are registered as Competitive Traders (CT's) or Registered
Competitive Market Makers (RCMM's) to initiate on-Floor proprietary trades in stocks in which they or their
member organization hold a listed option, that is, one that is traded on a national securities exchange.
Competitive Traders and Registered Competitive Market Makers will still be prohibited from initiating a
transaction on the Floor in a stock in which the CT or RCMM or the member organization with which they are
associated hold an over-the-counter option.

Along with this change to Rule 96, new reporting requirements for CT's and RCMM's will be initiated.

Under these new reporting requirements, upon request by the Exchange, RCMM's and CT's must report
listed option positions held by them or for the proprietary account(s) of their member organization in the
applicable stock(s) at the time of the initiation of an on-Floor trade.

The text of Rule 96 as amended may be found in Attachment A. Questions concerning any matters discussed
in this Information Memo may be addressed to David Fisch (212) 656-6769 or John Gregoretti (212)
656-6791.

Robert J. McSweeney

Senior Vice President

Attachment A

Additions Underscored

96. Rule 96 Limitation on Members' Trading Because of Options

No members while on the Floor shall initiate the purchase or sale on the Exchange for his own account or for
any account in which he, his member organization or any other member, allied member or approved person
in such organization is directly or indirectly interested, of any stock in which he holds or has granted any put,
call, straddle or other option, or in which he has knowledge that his member organization or any of the above
mentioned accounts holds or has granted any put, call, straddle or other option (.), except that the provisions
of this rule shall not apply in the case of any such options that are listed or traded on a national securities
exchange. The Exchange may at any time, and from time to time, require reports relating to transactions in
options effected by a member or member organization.

* * *
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Number 94-38
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August 16, 1994

  

Member Firm Regulation

PLEASE ROUTE TO COMPLIANCE, LEGAL AND ADMINISTRATIVE DEPARTMENTS

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: Managing Partners, Chief Executive Officers and Compliance Directors

SUBJECT: Rule 351(d) - Reports of Customer Complaint Statistics

1. Effective with the filing of fourth quarter 1994 customer complaint statistics under Rule 351(d) (due January
15, 1995), two significant changes are being made to the customer complaint reporting procedures. In
addition, the procedures and requirements set forth in in Information Memoranda Numbers; 88-35, 89-28,
89-51 and 92-38, are now incorporated in the attached manual for transmission of complaint statistics under
Rule 351(d).

2. The Substance of the Changes Are As Follows:

1. Each complaint is to be reported with just one Product and one Problem Code (formerly up to 3 codes
were utilized). Each member and member organization must determine which code most accurately reflects
the basis of the customer complaint. Allegations relating to Sales Practice complaints would be deemed to
be more significant than Non-Sales Practice complaints and should be coded to reflect the most significant
aspect of the complaint.

2. Electronic submissions will be rejected in their entirety for the following reasons:

a) No Social Security number for Sales Practice problem codes 00 through 09. However, if a sales practice
related complaint is coded 00-09 and social security number is unavailable, use all 3's (333-33-3333).

b) Incorrect firm number. (Firm FOCUS number should be used.)

c) Incorrect reporting period.

d) Invalid costs.

If a transmission is rejected, members and member organizations should refer to the Manual for Transmission
of Complaint Statistics Under Rule 351(d) (copy enclosed) in order to resolve any problem which may have
caused the rejection. If referral to the manual does not resolve the problem, please call (212) 656-2743.
Retransmittal of the submission should be made as soon as possible. Failure to submit customer complaint
statistics on a timely basis may result in the imposition of fines under Rule 476A or other disciplinary action by
the Exchange.

Any questions concerning this memorandum may be directed to Michael Schlain at (212) 656-2743.

Salvatore Pallante

Senior Vice President

3. MANUAL FOR TRANSMISSION OF COMPLAINT STATISTICS UNDER RULE 351(d)

1. PROCEDURES FOR REPORTING RULE 351(D) CUSTOMER COMPLAINT STATISTICS

1. Introduction -
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In 1988 the Securities and Exchange Commission approved Rule 351(d) which requires members and
member organizations doing business with the public to report statistical information regarding customer
complaints. This requirement is not applicable to subsidiaries subject to Rule 321.

2. General Instructions

1. All submissions are due by the 15th of the month following the quarter; e.g., Aril 15 for the first quarter, July
15 for the second quarter, October 15 for the third quarter and January 15 for the fourth quarter.

2. Manual submissions may only be made by firms who have four (4) or fewer complaints for the quarter.

3. The “Period Ending” date should be determined according to the following:

a) Period Ending consists of the year and the month covered by the report being filed.

b) Year is a two digit field (e.g., 94 for 1994).

c) Month is a two digit field representing the quarter the report is filed. The only valid months are 03, 06, 09
and 12. For example, complaints that are recorded during January, February or March of 1994 would all have
a period ending or filing date of 9403.

4. The branch number to be included on each complaint record is the code or designation (either alpha or
numeric) created internally by the member or member organization. It is extremely important that firms be
consistent in filing this information. If a firm does not already have branch designations in place, it will be
necessary to create designations to satisfy this requirement. It is unacceptable to include a branch address
(e.g., 322 Madison Avenue, New York).

A listing of these branch codes/designations, with their actual street, city, state and zip code must be on file
with Qualifications & Registrations; New York Stock Exchange, Inc.; 20 Broad Street; New York, NY 100005;
Attn: Branch Listings.

5. Each complaint record is to be reported to the Exchange with just one Problem and one Product Code.
Each member and member organization is to make a reasonable determination as to which pair of codes
most accurately reflects the basis of the customer complaints, and Sales Practice complaints would be
deemed to be more significant than Non-Sales Practice complaints.

6. No report of a complaint is required for a previous employer of a registered employee if the required record
retention period covering the individual's employment history, Social Security number, etc., has expired.

7. If a registered representative does not have a Social Security number due to foreign domicile, use number
999999999 to indicate that such is the case. This series of codes is to be used exclusively for complaints
against registered individuals.

8. Sales Practice problem codes 20 through 22 are recognized as “firm” problems or concerns not directly
attributed to the registered representative's activity. These complaints are to be submitted with the Social
Security number 000-00-0000 and not the SS# of the registered representative.

9. All Non-Sales Practice codes are to be reported with no Social Security number, only spaces.

10. Electronic submissions will be rejected in their entirety for any one of the following reasons:

a) No Social Security number for Sales Practice problem codes 00 through 09

b) Incorrect firm number.

c) Incorrect reporting period.

d) Invalid Codes.

If a transmission is rejected, members and member organizations should refer to the appropriate section
of the procedures for transmission in order to resolve any problem which may have caused the rejection.
If referral to the procedures does not resolve the problem, please call (212) 656-2743. Retransmittal of the
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submission should be made as soon as possible. Failure to submit customer complaint statistics on a timely
basis may result in the imposition of fines under Rule 476A or other disciplinary action by the Exchange.

2. CPU to CPU

CPU to CPU is the recommended method of transmission. This method will provide a direct link between the
New York Stock Exchange's computer and the reporting member's or member organization's computer to
transmit the complaint data.

The Exchange utilizes “Datatrak” software to disseminate such member or member organizations' information
to the appropriate Exchange system. This software would be used in the transmission of Quarterly Complaint
data.

In many cases the reporting member or member organization will already have a direct link to this system.
It is suggested that a reporting firm contact its data processing department to determine if this link already
exists.

Data transmitted in this manner has the following requirements (See Exhibit A):

- Record length of 80 characters.

- Blocksize of 8000 characters.

- Each file has a header and a trailer record whose format will be determined upon sign-up for the program.

- Each file will contain from 1 to N records with the following format:

•NYSE firm number (5 positions). We will provide you with your correct ID number.

•Branch Location (up to 15 positions). Use your own branch designator.

•Filing date (4 positions) YYMM e.g., 8803.

•Social Security Number.

(9 positions)

=999999999 if foreign rep

=000000000 if firm complaint

•Product-Problem Codes.

(4 positions)

3. CTC FILE LAYOUT

The following is a file layout of each CTC input record:

                                 

ST       END

       

FIELD          LEN       POS       POS                   COMMENTS:

FIRM NUMBER         5         1         5         AS GIVEN BY NYSE
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BRANCH              15        6         20        BRANCH CODE

AS OF DATE          4         21        24        FORMAT YY/MM

                                                   MM MUST BE 03, 06, 09 OR 12

SOCIAL SECURITY #   9         25        33        RR# OF REGISTERED REP FOR A SALES

                                                  PRACTICE COMPLAINT

                                                      (**SEE NOTE 1)

COMPLAINT CODE:

  PRODUCT CODE      2         34        35        MUST BE: 00-18

  PROBLEM CODE      2         36        37        MUST BE: 00-09, 20-22, 50-61 OR 99

                                                      (**SEE NOTE 1)

UNUSED              8         38        45

 PROCESS DATE       6         46        51        DATE OF FILE CREATION YY/MM/DD

UNUSED              29        53        80

NOTE 1: If PROBLEM CODE is 00-09, SS # 

cannot be zero.

        If PROBLEM CODE is 20-22, SS # 
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should be zero.

        If PROBLEM CODE is 50-61 or 99, there is no SS #, only spaces.

4. PC/COMPLAINTS

While it is strongly recommended that a reporting member of member organization utilize the CPU-CPU
linkage, the Exchange recognizes that many members and member organizations may not possess the
necessary data processing capabilities.

Accordingly, the Exchange has developed a PC software program to allow a member or member organization
to enter data and transmit complaint information as required.

In order to utilize this program, a member or member organization must have access to an IBM compatible
personal computer with a modem for use with telephone line transmission of the data.

To obtain a diskette, contact the SIAC PC Service Center at (212) 383-2062.

5. MANUAL SUBMISSIONS

Manual submissions may only be submitted by those members or member organizations who have four (4) or
fewer complaints for the quarter. Manual submission will require the member or member organization's name
in lieu of the firm number. These submissions should be sent to:

Data Control Section

New York Stock Exchange

20 Broad Street, 22nd Floor

New York, NY 10005

A sample submission appears below:

               

CUSTOMER COMPLAINTS - QUARTERLY REPORT

FIRM NAME:       ABC SECURITIES                         SAMPLE REPORT

                                                 

FOR MANUAL TRANSMISSIONS ONLY

PERIOD ENDING:      June 1989

BRANCH #          PRODUCT CODE    PROBLEM CODE             R.R. - SS#
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123               01              53

231               03              01                       769-33-9807

678               00              99

415               09              01                       896-76-8787

6. PRODUCT CODES (Effective Since 1/1/93)

00. Miscellaneous

01. Equity-Listed (Com. & Pfd. Stock; Closed-end funds)

02. Debt - Corporate (not Asset Backed; includes conv. Corp. Zeros)

03. Debt - U.S. Gov't/U.S. Gov't Agency/U.S. Gov't Zeros & U.S. Zero Receipts, e.g., TIGR, CATS

04. Commodities/Futures (Except Commodity Options and Financial Futures)

05. Commodity Options

06. Options (Except Index)

07. Index Options

08. Insurance

09. Mutual Funds (Open-end; include Money Funds)

10. CDs, Money Mkts. (Cpn. & Zero CDs; Commer. Paper, Banker Accept, not Money funds)

11. Unit Investment Trusts (Corp, Gov't & Muni; Defined Asset Funds)

12. Direct Investments (Limited Partnerships, etc.)

13. Financial Futures

14. Equity - OTC (Cmn & Pfd; New Issue)

15. Debt - Municipal (Bonds, Notes; Zeros; not MITs)

16. Debt - Asset Backed (CMOs, Credit Card, Rec'v. etc.)

17. Wrap Accounts

18. No Product

7. SALES PRACTICE PROBLEM CODES/DEFINITIONS (Effective Since 1/1/93)

00. Miscellaneous - “Sales Practice” only (“Non-Sales Practice” Miscellaneous Code is “99”).

01. Misrepresentation - Where the customer complaint alleges a misstatement or omission of a fact material
to the transaction(s) at issue.

02. Unauthorized Trades - Alleges that the transaction(s) was done without customer's specific knowledge
and approval. (NOTE: Not margin liquidation or dividend reinvestment type problems.)
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03. Excessive Trading - Where the customer alleges trading was controlled by the RR and was excessive
given the size, frequency and character of the account and which trading was done solely to generate
commissions or other compensation with disregard of the customer's investment objectives.

04. Suitability - Where the customer alleges that a transaction was unsuitable because there was no
reasonable basis for believing, at the time of the transaction, that the customer had sufficient knowledge
and experience in financial matters to reasonably be expected to be capable of evaluating the risks of the
recommended transaction(s) and was financially able to bear those risks.

05. Failure to Follow Instructions - Includes allegations involving the RRs failure to follow specific instructions
from customers, proper power of attorney holders and from authorized parties of corporate or other entity
accounts.

06. Documentation - Includes allegations regarding material inaccuracies, omissions or failures to obtain or
provide required documents.

07. Solicitation - Allegations of improper solicitation of an account and/or transactions.

08. Misappropriation/Forgery - Allegations of theft or misappropriation of funds/securities, or forgery. (NOTE:
Not dividend re-invest., customer checking/debit card activity or routine transfer instruction problems.)

09. Communications with Public - Allegations of false or misleading statements, claims, comparisons or
material omissions found in advertisements, sales literature, and other written firm communications, including
correspondence from RRs to customers or prospects. (Not Research/Trading/Investment Banking/Issuer/
Sponsor materials.)

20. Research - Alleges transaction(s) was based on a firm's Research opinion which allegedly contained a
material misstatement(s) or the omission of a material fact(s) communicated to the RR/customer. (This will
usually be coded as a “Firm” vs. “RR” problem.)

21. Product Origination/Investment Banking - Alleges transaction(s) was based on Investment Banking/
Issuer/Sponsor disclosure(s) which allegedly lacked “due diligence” in that such disclosure(s) contained a
material misstatement(s) or the omission of a material fact(s) communicated to the RR/customer. (This will
usually be coded as a “Firm” vs. “RR” problem.)

22. Trading - Alleges transaction(s) was based on a Trading Department (or support staff) disclosure(s) which
contained a material misstatement(s) or the omission of a material fact(s) relating to a secondary market
condition or security feature communicated to the RR/customer. (This will usually be coded as a “Firm” vs.
“RR” problem.)

8. CURRENT NON-SALES PRACTICE CODES/DEFINITIONS (Effective Since 11/8/88)

PROBLEM CODES - NON-SALES PRACTICE CATEGORIES:

50. Transfer of Accounts - Allegations concerning full or partial transfer of client account between broker/
dealers. Includes both ACATS and manual transfers and internal transfers between branches.

51. Receipt and/or Delivery of Securities - Allegations concerning receipt or delivery of any type of security
from broker/dealer to a client or vice versa. Includes lost certificates, delayed securities transfers, non-
transferable securities, or securities not in transfer because of a fail.

52. Receipt and/or Disbursement of Funds - Allegations concerning funds received from and/or disbursed to
clients. Includes checks generated automatically such as monthly dividend checks, IRA distribution, etc.

53. Dividend & Interest Problems - Allegations concerning payments or charges of dividends and/or interest,
including stock dividends. Does not include disbursement of automatic monthly dividend checks and/or
margin interest discrepancies.

54. Margin Problems - Allegations concerning margin including account liquidations, margin call notification
and margin interest discrepancies.
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55. Reorganization/Redemption - Allegations concerning stock splits, tenders, mergers, bond/unit trust
redemption, and called bonds.

56. Proxy/Prospectus - Allegations concerning the delay or non-receipt of a proxy, prospectus, or shareholder
mailing by a client.

57. Execution - Allegations concerning non-execution, price discrepancy, delay in entry or report and delay in
mutual fund purchases and redemptions.

58. Statements/Confirms - Allegations concerning physical characteristics and presentation of statements/
confirms, failure to receive statements/confirms and questions regarding the reported price, value of or failure
to value, a security.

59. Tax Reporting - Allegations concerning tax reporting on behalf of or to clients. Includes 1099, TEFRA
withholding, K-1, W2-P, 5498 and Year-To-Date information appearing on monthly statements as well as any
other tax-reporting forms.

60. Fees and Commissions - Allegations concerning customary fees (custodial, administrative), service
charges (bounced checks, lost certificate replacement, etc.) and commissions/mark-ups (downs).

61. Account Administrative and Processing - Allegations concerning daily activity in client accounts (e.g.,
trade correction, journal entries, uninvested credit balances and erroneous or missing positions in account).

99. Miscellaneous

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 94-34

Click to open document in a browser

August 12, 1994

  

Market Surveillance

 PLEASE NOTE THAT LIMIT-AT-THE-CLOSE (“LOC”) ORDERS WILL ONCE AGAIN BE PERMITTED
IN FIVE STOCKS ON A PILOT BASIS. LOC ORDERS MAY ONLY BE ENTERED AFTER 3:40 P.M. TO
OFFSET A PUBLISHED IMBALANCE AND CANNOT BE CANCELLED ON EXPIRATION DAYS

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Revised Procedures for Handling Market-on-Close Orders on
August 19, 1994 (“Expiration Friday”)

1. As previously announced in Information Memo 94-12, the Securities Exchange Commission has approved
use of limit-at-the-close orders (LOC) in five pilot stocks: DD, MRK, PEP, T and WMT. The new Rule has
been in effect on every trading day since April 15, 1994. Detailed discussion is on Page 3 of this Information
Memo.

•1. AUXILIARY OPENING PROCEDURES WILL BE IN EFFECT THIS MONTH AND EVERY MONTH FOR
SELECTED MIDCAP STOCKS AS WELL AS REGULAR PILOT STOCKS.

•2. NO MOC ORDERS RELATED TO A STRATEGY INCLUDING ANY STOCK INDEX FUTURES, STOCK
INDEX OPTIONS OR OPTIONS ON STOCK INDEX FUTURES IN EXPIRING CONTRACTS MAY BE
ENTERED AFTER 3:40 P.M. IN ANY STOCK. FLOOR BROKERS REPRESENTING SUCH ORDERS MUST
INDICATE THEIR MOC INTEREST TO THE SPECIALIST BY 3:40 P.M.

•3. NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:40 P.M. IN ANY STOCK.

•4. AS SOON AS PRACTICABLE, AFTER 3:40 P.M., A SINGLE PUBLICATION OF MOC ORDER
IMBALANCES OF 50,000 SHARES OR MORE WILL BE PUBLISHED IN THE PILOT STOCKS.

•5. AFTER 3:40 P.M. IN THE PILOT STOCKS, MOC ORDERS MAY ONLY BE ENTERED TO OFFSET
PUBLISHED IMBALANCES.

2. DETAILED DISCUSSION IS PROVIDED ON THE FOLLOWING PAGES:

The August 19, 1994 expiration Friday Pilot stock lists are attached. Please note that only opening
procedures apply to the Midcap-related list.

3. OPENING PROCEDURES

For each monthly expiration, several auxiliary procedures are necessary to integrate stock orders relating
to expiring contracts into NYSE's opening procedures in a manner that assures an efficient market opening
in each stock as close to 9:30 a.m. as possible. The auxiliary opening procedures applicable on August 19,
1994 are:

1. Order Entry

Stock orders relating to index contracts whose settlement pricing is based upon the August 19, 1994 opening
prices must be received by SuperDot or by the specialist by 9:00 a.m.
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- These orders may be cancelled or reduced in size. 1 

- Stock orders relating to index contracts whose settlement pricing is not based upon the August 19, 1994
opening prices may be entered after 9:00 a.m.

To facilitate early order entry, SuperDot (1) will begin accepting orders at 7:30 a.m. and (2) will accept market
orders of 30,099 shares or less.

“Limit-at-the-opening” (“limit OPG”) orders are permitted, including delivery through Exchange systems.

- Ordinary limit orders may also be entered.

2. Order Identification

Stock orders relating to opening-price settling contracts must be identified “OPG.”

- Firms entering these orders through SuperDot, but unable to identify orders as “OPG”, may use a unique
branch code or firm identifier (mnemonic) to identify these orders. The NYSE Market Surveillance Division (11
Wall Street, 10th Floor) must be advised of the branch code or identifier by August 22, 1994.

- Firms unable to identify these orders in either way, and firms not using SuperDot, must submit a list of all
these orders and related details to the NYSE Market Surveillance Division by August 22, 1994.

3. Dissemination of Order Imbalances

For any of the pilot stocks and for ten selected S&P MidCap 400 Index stocks (lists attached) having a market
order imbalance of 50,000 shares or more at 9:00 a.m., the NYSE will disseminate the size of the order
imbalance via the low-speed ticker and the news services as promptly as practicable after 9:00 a.m.

4. Dissemination of Indications

Except for the auxiliary procedures described above, all stocks, including the pilot stocks and selected
MidCap stocks, are subject to the regular NYSE opening procedures, including price indications where a
substantial price change is anticipated. Dissemination of an indication is mandatory for an opening which
will result in a price change constituting the lesser of 10% or three points from the prior NYSE close, or five
points if the previous close is $100 or higher, unless the price change is less than one point. Fifteen minutes
must elapse between a first indication and a stock's opening. However, when more than one indication is
necessary, a stock may open (1) five minutes after the last indication when it overlaps the prior indication
(e.g., 51 - 53 overlaps 50 - 52, but does not overlap 53 - 55) and (2) ten minutes after the last indication when
it does not overlap the prior indication, provided that 15 minutes must have elapsed from the dissemination of
the first indication.

4. PROCEDURES RELATING TO THE CLOSE

1. Limit-At-The-Close (“LOC”) Orders

The LOC pilot, which commenced on April 15, 1994, is integrated with expiration Friday policy.

Current procedures require MOC imbalances of 50,000 shares or more in the pilot stocks to be published on
the tape as soon as practicable after 3:40 p.m. on expiration days, including expiration Fridays. LOC orders
may be entered only if imbalances have been published in DD, MRK, PEP, T, or WMT and must be entered
by 3:55 p.m. On expiration days, LOC orders are irrevocable once entered, except in the case of legitimate
error.

No LOC orders related to a strategy including any stock index futures, stock index options or options on stock
index futures in expiring contracts may be entered in any stock.

An LOC order is one that is entered for execution at the closing price provided that the closing price is at or
within the limit specified . LOC orders may be entered only to offset published imbalances of market-on-cl ose
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(“MOC”) orders. They are prioritized on the specialist's book by time of entry and go behind all other orders
on the specialist's book at that price. LOC orders with prices that are better than the closing prices in the
subject security are guaranteed an execution, unless there is a training halt in the security. LOC orders at the
closing price are executed in order of time priority with respect to other LOC orders, but are not guaranteed
an execution.

2. Market-On-Close Orders

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. Applicable MOC orders
are those relating to a strategy involving any stock index futures, stock index options, or options on stock
index futures, in all stocks. These procedures have been filed as a rule with the SEC.

The cut-off time is 3:40 p.m. for the entry of MOC orders that relate to a strategy including any expiring stock
index futures, stock index options or options on stock index futures. This requirement applies to all stocks
involving such a strategy, not just pilot stocks. Floor brokers representing such orders must indicate their
MOC interest to the specialist by 3:40 p.m. These closing procedures will be implemented with the August 19,
1994 expiration.

3. Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

4. Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:40 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will continue to be permitted after 3:40 p.m.

5. Special Procedures on Limitation of Entry of Orders and Publication of Imbalances in Pilot Stocks

You must, as stated above and required for all stocks, enter all MOC orders, in positions relating to a strategy
involving any expiring stock index futures, stock index options, or options on stock index futures, by 3:40 p.m.
eastern time. In addition, as described below, there are special limitations regarding the subsequent entry
of orders, and special procedures for publication of imbalances, that are applicable only to pilot stocks (see
attached list). It should be noted that pursuant to the newly amended Rule 13, limit-at-the-close orders in the
LOC pilot stocks only may be entered for execution on the close, in addition to market-on-close orders.

As soon as possible after 3:40 p.m., the Exchange will publish on the tape any imbalance of MOC orders
of 50,000 shares or more that existed at 3:40 p.m. in those pilot stocks. This will be the only MOC order
imbalance publication. If a “No Imbalance” notice is published in a pilot stock, no MOC or LOC orders will
be permitted in that stock. While MOC orders previously entered may be cancelled or reduced in size until
3:40 p.m., once a publication of an imbalance in a pilot stock has been made, any MOC or LOC orders
subsequently entered in such pilot stock will be accepted only to trade on the opposite side of the market in
relation to such published imbalance. The liquidation of positions relating to a strategy involving any stock
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index futures, stock index options, or options on stock index futures using MOC orders entered after 3:40 p.m.
is not permitted, even if such orders might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC or LOC orders, the imbalance of MOC orders
published as of 3:40 p.m. may not reflect the imbalance that exists at the close.

The procedures stated in this section relate only to the pilot stocks. regular procedures, including revised
procedures for all stocks that are stated on Pages One through Four, will apply to all other listed securities.

6. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance shall, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of sell orders would be executed against the
bid.) The specialist shall then stop the remaining buy and sell orders against each other and pair them off at
the price of the immediately preceding sale described above. The “pair off” transaction should be printed on
the tape as “stopped stock.” Where the aggregate size of buy MOC orders in a stock equals the aggregate
size of sell MOC orders, they shall be “stopped” against each other and paired-off at the price of the last sale
on the Exchange just prior to the close of trading in that stock on that day. The transaction should be reported
to the Consolidation Tape as “stopped stock.”

7. “G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

8. Rule 80A

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on the last trade date prior to each month's expiration.

9. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a)(2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.
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Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
Robert Ambrosio at (212) 656-5597.

Robert J. McSweeney

Senior Vice President

                             

Attachments

         

5. Expiration Friday Pilot Stocks - August 19, 1994

   ABT   ABBOTT LABORATORIES

   AXP   AMERICAN EXPRESS COMPANY

   AHP   AMERICAN HOME PRODUCTS CORPORATION

   AIG   AMERICAN INTERNATIONAL GROUP INC.

   T     AMERICAN TELEPHONE AND TELEGRAPH

   AIT   AMERITECH CORP.

   AN    AMOCO CORPORATION

   ARC   ATLANTIC RICHFIELD COMPANY

   BAC   BANKAMERICA CORPORATION

   BEL   BELL ATLANTIC CORPORATION
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   BLS   BELLSOUTH CORPORATION

   BA    BOEING COMPANY

   BMY   BRISTOL MYERS SQUIBB COMPANY

   CHV   CHEVRON CORPORATION

   C     CHRYSLER CORP.

   CCI   CITICORP

   KO    COCA-COLA COMPANY

   DOW   DOW CHEMICAL COMPANY

   DD    DU PONT COMPANY

   EK    EASTMAN KODAK COMPANY

   LLY   ELI LILLY AND COMPANY

   XON   EXXON CORPORATION

   FNM   FEDERAL NATIONAL MORTGAGE ASSOCIATION

   F     FORD MOTOR COMPANY

   GE    GENERAL ELECTRIC COMPANY

   GM    GENERAL MOTORS CORPORATION
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   G     GILLETTE COMPANY

   GTE   GTE CORPORATION

   HWP   HEWLETT-PACKARD COMPANY

   HD    HOME DEPOT INC.

   IBM   INTERNATIONAL BUSINESS MACHINES CORP.

   IP    INTERNATIONAL PAPER COMPANY

   JNJ   JOHNSON AND JOHNSON

   MCD   MCDONALDS CORPORATION

   MRK   MERCK AND COMPANY INC.

   MMM   MINNESOTA MINING AND MANUFACTURING

   MOB   MOBIL CORPORATION

   MOT   MOTOROLA INC.

   *NB   NATIONSBANK CORP.

   NYN   NYNEX CORPORATION

   PEP   PEPSICO INC.

   PFE   PFIZER INC.
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   MO    PHILIP MORRIS COS. INC.

   PG    PROCTER AND GAMBLE COMPANY

   RD    ROYAL DUTCH PETROLEUM COMPANY

   S     SEARS ROEBUCK COMPANY

   SBC   SOUTHWESTERN BELL CORPORATION

   TX    TEXACO INC.

   UN    UNILEVER N.V. ORD SHARES

   USW   U.S. WEST INC.

   WMT   WAL-MART STORES INC.

   DIS   WALT DISNEY COMPANY

This list consists of the 50 highest weighted S & P 500 stocks based on market values as of August 5, 1994
and the 20 Major Market Index stocks. The indicated (*) stock has been added to the list. SLB has been
deleted.

         

6. MidCap Index Expiration Friday Stocks - August 19, 1994

   AFL       AFLAC Inc.

   AOC       AON Corporation

   BK        Bank of New York Company, Inc.
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   CMA       Comerica Inc.

   *CU       CUC International, Inc.

   FBS       First Bank System Inc.

   FFM       First Financial Management

   GME       General Motors Corp. Class E

   MU        Micron Technology Inc.

   MS        Morgan Stanley Group Inc.

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of August 5,
1994. The indicated (*) stocks have been added to the list. LUV has been deleted.

         

7. Limit-at-the-Close (LOC) Pilot Stocks as of August 19, 1994

   T         American Telephone and Telegraph Co.

   DD        E.I. Dupont DeNemours & Co.

   MRK       Merck and Co., Inc.

   PEP       PepsiCo, Inc.

   WMT       Wal-Mart Stores, Inc.

8. MEMORANDUM

Date: August 12, 1994

To: All Floor Members

From: Floor Official Education
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Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) and Limit-at-the
Close (LOC) Orders

1. Openings

1Q. Can “limit at the opening” (“limit OPG”) orders be entered in the stocks that are not among the
stocks included in the pilot?

1A. “Limit OPG” orders are permitted on expiration Friday. Unexecuted “limit OPG” orders are cancelled after
the opening transaction.

2Q. When can specialist obtain an OARS status request?

2A. At any time after 7:30 a.m., in any stock. (Specialists should review OARS inquiry, freeze and opening
procedures to avoid problems.)

3Q. Must specialists wait until 9:27 a.m. to start the ITS pre-opening application?

3A. No. ITS Pre-Opening notifications may be issued beginning at 9:00 a.m.

4Q. Are “G” orders to sell short at the market handled differently at the opening than at the close on
expiration day?

4A. Yes, “G” short market orders are covered by two different procedures. At the opening they are handled
as they are on any other day. “G” short market orders must yield to all public limit orders at the lowest valid
short tick. At any higher price the “G” shorts need not yield. At the close, “G” market shorts must yield to all
limit orders at the sale price, even if that price is higher than the first valid short tick.

5Q. How should specialists and Floor Officials handle requests to “hold the opening” in the pilot
stocks?

5A. The Exchange has added auxiliary and early procedures with the express purpose of providing a prompt
opening in all stocks, not just the 50 pilot stocks. Brokers should be told to have their opening interest
represented by 9:30 a.m., and assuming adequate pricing information re: substantial disparity from the close,
all stocks should be opened as quickly after 9:30 as possible.

2. MOC and LOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If thee are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

2A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

   1. Example #1   200,000 buy MOC

                    50,000 sell MOC

                    50,000 sell plus MOC
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                    25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

   2. Example #2   100,000 sell MOC

                    50,000 buy MOC

                    25,000 buy minus MOC

                    25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000−B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

3Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4-1/2 - last sale 20 3/8

3A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus or sell
short order would go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the
other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus or
sell short order would go ahead of the 20 1/2 limit sell orders on the book because it should be treated like a
market order.

Similarly, a market-on-close buy minus order would be treated as a limit order if the last sale was on a “plus”
or “zero plus”, going behind any buy orders limited at 20 1/4. If the last sale was on a “minus” or “zero minus”
tick, the market-on-close buy minus order would be treated as a market order and executed ahead of 20 1/4
limit buy orders on the book.

4Q. Are MOC “short” at-the-close orders permitted?

4A. Firms may enter “short” MOC orders.

5Q. Should brokers in the Crowd give the specialist their orders prior to the final bell? How should
they be handled by the specialist?

5A. Yes. In the pilot stocks, any brokers in the Crowd handling orders relating to strategies should give their
orders to the specialist by 3:40 p.m., to allow the specialist to arrange a closing price. Such orders should be
handled like “love” orders on the opening.

6Q. Can MOC orders be entered in the pilot stocks if a “No Imbalance” notice is published at 3:40
p.m.?

6A. No MOC orders may be entered if a “No Imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.

7Q. Are limit-at-the-close (LOC) orders permitted?

7A. LOC orders may be entered only in the stocks specifically identified for participation in the LOC pilot.
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8Q. What is the priority sequence for execution of LOC orders?

8A. Marketable LOC orders are treated as market orders and must be executed. Such orders include better-
priced (i.e., orders with a limit price better than the closing price) LOC orders to buy and sell long (including
“G” orders) and better-priced LOC orders to sell short or sell plus, if the closing price would represent a
“double plus tick”.

LOC orders limited to the closing price and better-priced LOC orders to sell short and sell plus that could not
be executed at a price lower than the actual close are sequenced by time priority among themselves, but
behind all sequenced by time priority among themselves, but behind all other orders at the closing price, and
may be executed, depending on the size of the imbalance to be offset.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.
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Market Surveillance

 TO: All Members and Member Organizations/Chief Operating Officers

SUBJECT: Amendment of Rule 79A.30

1. The Securities and Exchange Commission has recently approved amendments to Rule 79A.30 which are
effective immediately.

Rule 79A.30 requires Floor Official approval for trades that are two points or more away from a last sale
in a stock of $20 or more. The change to Rule 79A.30 permits a Floor Governor, during unusual market
conditions, to increase the two point parameter requiring Floor Official approval for a particular security when
the last previous sale for such security is $100 or higher. The special price parameter will apply only for the
trading day it was approved, but may be reconfirmed by the Floor Governor for subsequent trading sessions
for the particular security on a day-to-day basis. The Floor Governor must report changes in the two point
parameter to the attention of Rohan Prashad or Jerry Reda of the Market Surveillance Division.

The text of Rule 79A.30 as amended may be found in Attachment A. Questions concerning any matters
discussed in this Information Memo may be addressed to Rohan Prashad at (212) 656-6772, or Jerry Reda at
(212) 656-5354.

Robert J. McSweeney

Senior Vice President

Attachment A

Additions Underscored

79A. Rule 79A

Miscellaneous Requirements on Stock and Bond Market Procedures

Supplementary Material:

* * *

30. .30 One or two points or more away from last sale - All transactions in stocks at the active Posts which
are made (a) at one point or more away from the last previous sale when such previous sales is under $20
per share of (B) at two points or more away from the last previous sale when such previous sales is at $20
per share or over, may not be published on the tape without the prior approval of a Floor Official (or Floor
Governor, as provided in Rule 123A.40). In unusual market conditions, however, a Floor Governor may
determine that a different price parameter is appropriate for a particular security for trades when the last sale
is at $100 per share or over. In such case, no transaction that is more than this different price parameter
away from the last sale of $100 per share or more in the security shall be published on the tape without the
prior approval of a Floor Official. Any such determination by a Floor Governor shall be for that trading session
only, unless he, or in his absence, another Floor Governor, re-confirms that determination, on a day-to-day
basis, for subsequent trading sessions. any such determination by a Floor Governor shall be reported to the
Market Surveillance Division on such form as the Exchange may from time to time prescribe. When such
a transaction is an opening sale it will be accompanies when published on the tape by the symbol “OPD,”
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meaning “opened” and when such a transaction occurs after an opening sale it will be accompanied by the
symbol “SLD”, meaning “sold”.

* * *

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Market Surveillance

 TO: All Members and the Managing Partner/Chief Executive Officer of Each Member Organization

SUBJECT: Amendments To Rule 64 (Trade Settlement Periods)

1. The Securities and Exchange Commission recently approved amendments to the non-regular way trade
settlement periods specified in Rule 64. The amendments are effective immediately. Rule 64 provides that
all trades shall be considered “regular way” trades, which currently settle within five business day after the
transaction date, unless certain conditions are specified, such as “cash”, “next day” and “seller's option”, or
any other settlement periods that the Exchange may determine.

Rule 64 (a)(4) now provides that seller's options shall be delivered not less than two business days nor more
than 180 days following the day of the contract. The rule had formerly specified a maximum period of 60 days
for settlement of seller's options trades.

The Exchange added new paragraph (b) to Rule 64 to codify current practice that all trades effected for other
than “regular way' settlement must be approved by a Floor Official, except during the last calendar week
of the year, at which time Floor Official approval is required only for sales which are more than 1/4 point
away from the “regular way” bid or offer. The rule states that the Floor Official should take into consideration
whether the price of the transaction is reasonable in relation to the “regular way” market.

In addition, the Exchange added new paragraph (c) to Rule 64 to codify that all “seller's option” trades,
for delivery between two and 180 business days, should be reported to the tape only in calendar days.
Weekends and holidays are counted and the trade date is not included when calculating the print for “seller's
option” trades. The settlement date of a “seller's option” trade printed as calendar days cannot coincide with
the normal five business day “regular way” settlement.

The text of Rule 64, as amended, is attached. Any questions on the amendments may be directed to Donald
Siemer (212) 656-6940 or Margo Hassan (212) 656-2282.

Attachment

Robert J. McSweeney

Senior Vice President

Additions Underscored

Deletions [bracketed]

64. Rule 64 Bonds, Rights and 100-Share-Unit Stocks

(a) Bids and offers in securities admitted to dealings on an “issued” basis, except as provided in Rule 66, shall
be made only as follows, and may be made simultaneously as essentially different propositions, but when
made without stated conditions shall be considered to be “regular way”:

(1) “Cash,” i.e., for delivery on the day of the contract;

(2) “next day” i.e., for delivery on the first business day following the day of the contract;

(3) “regular way,” i.e., for delivery on the fifth business day following the day of the contract;
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(4) “seller's options,” i.e., for delivery within the time specified in the option, which time shall be not less
than [six] two business days nor more than [sixty] 180 days following the day of the contract; except that the
Exchange may provide otherwise in specific issues of securities or classes of securities;

(5) and for any such additional settlement periods as the Exchange may from time to time determine;

and, except that on the second, third, fourth and fifth business days preceding the final day for subscription,
bids and offers in rights to subscribe shall be made only “next day,” i.e., for delivery on the next business day
following the day of the contract; and shall be made only for “cash” on the day preceding the final day for
subscription.

(b) All trades effected for other than “regular way” settlement must be approved by a Floor Official, except
during the last calendar week of the year, at which time Floor Official approval is required only for sales more
than 1/4 point away from the “regular way” bid or offer. In considering whether or not to grant such approval,
the Floor Official should take into consideration whether the price of the transaction is reasonable in relation
to the “regular way” market.

(c) All “seller's option” trades, for delivery between two and 180 business days, should be reported to the
tape only in calendar days. For example, a trade settling in six business days would print as a “seller's 8”
unless there is an intervening holiday (in which case it would print as a “seller's 9”) . Weekends and holidays
are counted and the trade date is not included when calculating the print for “seller's option” trades. The
settlement date of a “seller's option” transaction printed as calendar days cannot coincide with the normal five
business day “regular way” settlement.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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August 9, 1994

  

Market Surveillance

 TO: All Members and Member Organizations

SUBJECT: Block Crosses at Significant Premiums/Discounts from Last Sale

In response to recent inquiries, the Exchange is issuing this memorandum to review procedures in connection
with the execution on the Floor of pre-priced block crosses at significant premiums or discounts from the
prevailing market in the subject security. While block crosses at significant premiums and discounts are
relatively infrequent, and recognizing that discontiguous pricing may adversely affect market participants'
perceptions of the fairness and orderliness of the NYSE market, long-standing Exchange procedures
effectively ensure that such block transactions are subject to appropriate oversight and exposure to other
market interest.

Specifically, Exchange Rule 79A.30 requires that any transaction that will be effected at a price of $1 or more
away from a last sale price in a security of $20 or more, be effected in consultation with and approved by a
Floor Official. Please note that in order to ensure that proper pricing in relation to prior trading in a security is
maintained, that consultation should involve a Floor Governor, or a Senior Floor Official or two Floor Officials
whenever a block cross is proposed that would result in a more significant price change (the lesser of 10% of
three points from the previous sale in a security, or five points if the previous sale was $100 or more). Such
consultation will facilitate the decision as to whether the expected price change suggests that the overall
market in the security would be better served by a trading halt, with telescoped price indications.

As an alternative to a trading halt, exceptional circumstances may warrant continued trading. For example,
when a member proposes to effect a block transaction at a significant premium or discount from the prevailing
market and the specialist is aware of interest on the contra side, it may be more appropriate for the specialist
and Floor Official(s) to gap the quotation in a security for a brief period, generally not exceeding five minutes,
with a view toward contacting and or attracting contra market interest. (In such case, the bid or asked price
should touch the prior sale price and reflect size of 100 shares by 100 shares). The same principles would
also apply to a situation where there is a sudden influx of market orders on one side of the market which
would be likely to result in a significant price change.

Members are reminded that pre-priced block transactions are subject to auction market rules, which afford
the opportunity for other market participants to provide an improved price to one side or the other of the
proposed cross transaction. When a transaction at a significant price disparity is proposed very near the
close of trading, there may not be sufficient time to implement the procedures described above and a Floor
Governor or Senior Floor Official may determine that it is therefore appropriate to halt trading.

Specialist must be prepared to participate on such transactions, as dealer, to the extent necessary to
maintain a fair and orderly aftermarket following the execution of such transactions. In that regard, if the
specialist and the member representing the block disagree as to the extent of the needs of the specialist, a
Floor Official should be consulted. as appropriate, it may be necessary for the specialist to trade with the offer
side of the block cross to ensure that his or her reasonable needs in maintaining an aftermarket are satisfied.
As provided in Rule 92, the specialist may not retain any stock for his or her own account obtained at a price
at which he or she holds executable, but unfilled, orders.
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Any questions you may have regarding this may be directed to Mr. John Gregoretti at (212) 656-6197 or Mr.
Arthur Harris at (212) 656-6884.

Robert J. McSweeney

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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August 9, 1994

  

Market Surveillance

 TO: All Members and Member Organizations

SUBJECT: Specialist Concentration Policy

1. The Securities and Exchange Commission has recently approved amendments to the Exchange's
Specialist Combination Review Policy (the “Policy”). The Policy is utilized in reviewing specialist unit mergers,
acquisitions and consolidations. Attachment A is a copy of the Policy.

The purpose of the Policy is to ensure that the Exchange maintains a uniform process for reviewing specialist
unit combinations that might result in levels of concentration that could be detrimental to the operation of the
Exchange's marketplace.

The Policy requires Exchange approval of proposed specialist unit combinations. In any instance where
a proposed combination will result in a specialist unit accounting for more than five percent of any

“concentration measure”, 1 

i. would not cause detrimental concentration to the Exchange and its markets;

ii. would foster competition among specialist units; and

iii. would enhance the performance of the constituent specialist unit and the quality of the markets in the
stocks involved; and

iv. prove, by a preponderance of the evidence, that, the proposed combination, if approved, is in the public's
interest.

Where the proposed combination would result in a specialist unit which accounts for greater than 15% of a
concentration measure, the Policy requires the proponents of the combination to provide clear and convincing
evidence of satisfaction of the factors stated in (i) through (iv) above.

Questions concerning the matters discussed in this memo may be addressed to Brian McNamara at (212)
656-7086 or Donald Siemer at (212) 656-6940.

Robert J. McSweeney

Senior Vice President

Attachment A

2. SPECIALIST COMBINATION REVIEW POLICY

(1) No specialist organization shall complete a “proposed combination” (defined below) with one or more
other specialist organizations unless the combination has been approved pursuant to this policy.

(2) In any case where a proposed combination involves or would result in a specialist organization accounting
for more than five percent of any of the “concentration measures” (defined below), the Quality of Markets
Committee (the “Committee”) shall review the proposed combination with the following considerations in
mind:

(a) Specialist performance and market quality in the stocks subject to the proposed combination;
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(b) The effects of the proposed combination in terms of the following criteria:

(i) Strengthening the capital base of the resulting specialist organization;

(ii) Minimizing both the potential for financial failure and the negative consequences of any such failure on the
specialist system as a whole; and

(iii) Maintaining or increasing operational efficiencies;

(c) Commitment to the Exchange market, focusing on whether the constituent specialist organizations have
worked to support, strengthen and advance the Exchange, its agency/auction market and its competitiveness
in relation to other markets; and

(d) The effect of the proposed combination on overall concentration of specialist organizations.

The Committee shall approve or disapprove the proposed combination based on its assessment of these
considerations. In the case where a combination involves an organization that is not a specialist organization,
consideration 2(c) shall entail an assessment of whether the organization will work to support, strengthen and
advance the Exchange, its agency/auction market and its competitiveness in relation to other markets.

(3) In any case where a proposed combination involves or would result in a specialist organization accounting
for more than ten percent of any of the concentration measures, the Committee shall give primary weight
to consideration 2(d). The Committee shall disapprove the proposed combination unless the constituent
specialist organizations:

(a)

(1) For a proposed combination which involves or would result in a specialist unit accounting for more than
ten percent, but less than or equal to 15%, of a concentration measure, prove, by a preponderance of the
evidence; or

(2) For a proposed combination that involves or would result in a specialist unit accounting for more than
15% of a concentration measure present clear and convincing evidence that, if approved, the proposed
combination:

(i) would not create or foster concentration in the specialist business detrimental to the Exchange and its
markets;

(ii) would foster competition among specialist organizations; and

(iii) would enhance the performance of the constituent specialist organization and the quality of the markets in
the stocks involved; and

(iv) Demonstrate that, if approved, the proposed combination is otherwise in the public interest.

(4) The Committee may condition any approval under either paragraph 2 or paragraph 3 upon compliance
by the resulting specialist organization with any steps the Committee may specify to address any concerns it
may have in regard to considerations 2 (a) - (d).

(5) For purposes of this policy, a “proposed combination” includes:

(a) A merger of specialist organizations or an acquisition of one organization by another;

(b) The formation of a joint account involving two or more existing organizations;

(c) The “split-up” of an existing organization (including an organization operating under a joint account) and
recombination with another organization;

(d) An individual specialist leaving an existing organization and proposing to take stocks with him to join
another existing organization; and

(e) Any other arrangement that would result in previously separate organizations operating under common
control.

(6) For purposes of this policy, the “concentration measures” are:
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(a) The common stocks listed on the Exchange;

(b) The 250 most active common stocks listed on the Exchange;

(c) The total share volume of trading in common stocks on the Exchange; and

(d) The total dollar value of trading in common stocks on the Exchange.

3. Guidelines for Applying Consideration 2(c)

Consideration 2(c) entails the Committee's review of the constituent units' past conduct. For example, the
Committee shall assess each constituent unit's:

Participation upon request in the Exchange's FACTS program, in its marketing seminars, in sales calls and in
other of its marketing initiatives seeking to attract order flow and new listings.

Acceptance of innovations in order-routing and other trade-support systems and willingness to make optimal
use of the systems once they become fully operational.

Willingness to apply for allocations of stocks that are less lucrative from the standpoint of profitability to the
specialist.

Assistance to other units by providing capital and personnel in unusual market situations, such as “breakouts”
and difficult openings.

Efforts at customer relations with both listed companies and order providers, as evidenced by personal
contact, return of telephone calls, prompt resolution of complaints, assessment of customer needs and
anticipation of customer problems.

Efforts to streamline the efficiency of its own operations and its competitive posture.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Footnotes

1  The concentration measures include specialist share of:

listed common stocks

the 250 most active listed stocks

total share volume of stock trading on the Exchange

total dollar value of stock trading on the Exchange
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Member Firm Regulation

 PLEASE ROUTE TO CHIEF OPERATIONS OFFICER, MARGIN, CASHIER AND COMPLIANCE
DEPARTMENTS

TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: BROKER-DEALER EXTENSIONS OF TIME DUE TO FAIL TO RECEIVE, STOCK DIVIDENDS,
SPLITS AND SIMILAR CONDITIONS

1. Recently adopted Exchange Rule 434, “Required Submission of Requests for Extensions of Time for
Customers” requires any member organization for whom the Exchange has been appointed the Designated
Examining Authority (“DEA”) by the SEC, to submit all requests for extensions of time pursuant to Regulation
T of the Federal Reserve Board and Rule 15c3-3(n) of the Securities Exchange Act of 1934 to the Exchange
for approval. Information Memo Number 94-22 (dated June 10, 1994) established September 1, 1994 as the
date for compliance with Rule 434 and detailed the procedures to be utilized.

The purpose of this memorandum is to establish procedures and define the specific information required for
filing extension requests in accordance with Sections (d)(2) “fail to receive,” (d)(3) “dividends, stock splits and
similar distributions receivable” and (h) “short security differences” under Rule 15c3-3(n) of the Securities
Exchange Act of 1934. Previously, the Exchange would accept extension requests under Sections (d)(2)
and (d)(3) only for securities listed on the Exchange; however, pursuant to Rule 434 such requests for all
securities regardless of where they are traded must now be submitted to the Exchange.

All extension requests under Section (d)(2), (d)(3) and (h) are to be submitted, by letter, to the Credit
Regulation Section, New York Stock Exchange, 20 Broad Street, 22nd floor, New York, New York 10005.
The Exchange is currently developing a system for electronic processing of these extension requests and an
announcement of the availability of the system will be issued as soon as possible. Following is a a breakdown
of the minimum information required to allow the Exchange to determine whether an extension is justified and
the due date for when such requests must be received.

2. 15c3-3(d)(2) Fail 15c3-3(d)(3) Dividend,

to Receive Stock Split

-

Name of the security Name of security and CUSIP No.

and CUSIP No.

Total number of shares, Total number of shares, bonds,

bonds, units, etc. units, etc.

Total contract value Total market value

Settlement date Payable date

Due date - 30 calendar Due date - 45 calendar days

days after settlement date after payable date
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Reason for request Reason for request

Days requested (maximum Days requested (maximum 14)

14)

Broker-dealer failing Party from whom due

to deliver

15c3-3(h) Short Security Difference

Name of security and Date of discovery pursuant to

CUSIP No. Rules 17a-5 or 17a-13

Total number of shares, Due date - 45 calendar days

bonds, units, etc. after discovery

Total market value Days requested

Note - Contact the Credit Regulation Section of the Exchange prior to submitting any request under (h)

All of the above requests for “extensions of time” must be n the member's organization's letterhead and
be received by the Exchange on the due date. Letters may be sent via FAX to 212-656-2068. While
member organizations may utilize these procedures effective immediately they must comply with the filing
requirements by September 1, 1994.

Questions regarding this memorandum should be directed to Richard Nowicki at 212-656-3295 or Patricia
Neil at 212-656-5227.

Raymond J. Hennessy

Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Member Firm Regulation

 PLEASE ROUTE TO COMPLIANCE AND LEGAL DEPARTMENTS.

TO: Members and Member Organizations

ATTENTION: Floor Members, Managing Partners/Chief Executive Officers, and Compliance Officers

SUBJECT: New Examination Module for Floor Clerks of Members and Member Organizations Engaged in
Public Business with Professional Customers (Series 7B)

1. Recently the Exchange added a new category of registration and a qualification examination module
for Floor members (Examination Module for Floor Members Engaged in Public Business with Professional

Customers - Series 7A). 1   The Examination Module was developed because the level of knowledge required
to conduct a professional public business limited to transactions in listed securities on the Exchange Floor is
narrower than that needed to conduct a general business with retail customers.

A similar qualification vehicle for Floor clerks of members conducting a limited public business has been
approved by the SEC (Release No. 34-34334). Exchange staff, together with a committee of Floor member
representatives, developed the Series 7B Examination Module specifically to qualify Floor clerks to accept

orders from professional customers. 2   This Module tests the knowledge of Floor clerks who plan to accept
orders only from professional customers in support of members or member organizations previously
approved to conduct a public business. The examination consists of questions on basic information
required to perform Floor clerk functions in addition to questions contained in the Series 7A Examination
Module.

The examination will be given at the Exchange on the second Thursday of each month. Following receipt of
the clerk's application to take the examination, the Exchange will notify the clerk in writing of the date, time
and place of the clerk's appointment to take the examination. Candidates failing to keep appointments without
advance notice will be charged the appropriate examination fees.

For information on eligibility and registration for the Series 7B Examination, contact your Finance Coordinator.
For information on the content of the examination, including a copy of the study outline, contact Anthony
Colonna (212-656-2741) or JoEllen Carlson (212-656-2555).

For information on state registration requirements, contact the state(s) in which the customers from whom the
clerk will accept orders are domiciled.

Salvatore Pallante

Senior Vice President

Attachment

2. Underscored=new language

345. Rule 345 EMPLOYEES - REGISTRATION, APPROVAL, RECORDS

15. .15 QUALIFICATIONS
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02. /02 Categories of Registration

Registered representative candidates may sit for the Series 7 exam at the first available examination session
after they have completed eight full weeks of training. Candidates successfully completing the examination
will not, however, receive approval prior to completion of the full four month training period. Member
organizations are reminded that trainees may not perform the functions of a registered representative until
approved by the Exchange. (Also see Rule 345(a)/01, page 3450.)

Limited registration candidates are those whose activities are limited solely to the solicitation or handling of
the sale or purchase of instruments such as investment company securities and variable contracts, insurance
premium funding programs, direct participation programs and municipal securities. Limited purpose registered
representative candidates must qualify by satisfying a two-month training requirement and by passing a
qualification examination acceptable to the Exchange.

Limited registration for floor members and floor clerks would permit floor members who have successfully
completed the Series 7A examination module and floor clerks who have successfully completed the Series
7B examination module to conduct a public business which is limited to accepting orders directly from
professional customers for execution on the trading floor. The Floor Member (Series 15) Examination is a
prerequisite for the Series 7A Examination.

A professional customer includes a bank, trust company, insurance company, investment trust, state or
political subdivision thereof, charitable or nonprofit educational institution regulated under the laws of the
United States, or any state, or pension or profit sharing plan subject to ERISA or of an agency of the United
States or of a state or a political subdivision thereof or any person who has, or has under management, net
tangible assets of at least sixteen million dollars.

For purposes of the definition of professional customer, the term “person” shall mean the same as that term is
defined in Rule 2, except that it shall not include natural persons.

Registered options representative: Each registered representative who transacts any business with the
public in options shall qualify as a “Registered Options Representative” by satisfying the four month training
requirement and passing the Series 7 examination.

Securities traders and their direct supervisors must pass the Series 7 examination. There is no training
requirement imposed by the Exchange.

Securities lending representatives and their direct supervisors are not subject to training or examination
requirements. Securities lending representatives and their direct supervisors must, however, file a Form U-4
and sign a code of ethics agreement (addendum to Form U-4).

See Rule 345.10 for definitions of the terms “securities trader” and “securities lending representative.”

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Footnotes

1  See Information Memo 93-32 of August 13, 1993.
2  This new registration category and examination module are only for Floor clerks of members and

member organizations conducting a limited public business in NYSE-listed securities from the Exchange
Floor. If a person so registered later wishes to serve retail customers or to move off-Floor ("upstairs") to
serve either retail or professional customers, such person must pass the Series 7 Examination.
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Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: PLEASE ROUTE TO TRADING, CREDIT OPERATIONS AND SECURITIES LENDING
DEPARTMENTS, AND COMPLIANCE PARTNER/OFFICER

SUBJECT: SHORT SALES - SEITEL, INC. COMMON STOCK

As a result of recent activity in the securities of Seitel Inc. common stock, it is appropriate to remind members
and member organizations of the requirements related to short selling of such securities.

Exchange Rule 440C, “Deliveries Against Short Sales”, requires that members and member organizations
effecting short sales, either for their own account or for the accounts of customers, must be able to complete
the transactions. Therefore, no orders to sell short should be accepted or entered unless arrangements to
borrow the security exist or reliance can be made upon other acceptable assurance that delivery can be
accomplished on settlement date.

Questions regarding this memorandum should be directed to Steven Levine (212) 656-7080 or Richard
Nowicki (212) 656-3295.

Raymond J. Hennessy

Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Market Surveillance

 TO: All Clearing Firms, Specialist Units and Floor Brokers

FROM: Audit Trail/Trade Comparison Subcommittee

SUBJECT: Locked-In Comparison and Audit Trail Requirements

Rule 132, which requires the reporting and submission of Audit Trail by members and member organizations,
remains in place as the Exchange implements locked-in comparison.

1. LOCKED-IN CROWD-TO-SYSTEM AUDIT TRAIL

As of the end of June 1994, all executions in the crowd against the SuperDot System (the omnibus account
0769) are locked in for comparison at the time of trade. Clearing firms must continue to submit complete and
a ccurate Audit Trail to comparison on trade date, even with respect to crowd-to-system trades which are
locked in. Since there is no way to submit Audit Trail after trade date, firms must ensure that complete and
accurate Floor reports are received from all brokers on trade date.

When reporting a trade in the System for locked-in comparison and Audit Trail purposes, specialist clerks are
required to input either the badge number of the crowd side broker(s) or the number one (1) to indicate that
the specialist crossed the trade. Specialist dealer trades that are reported in the Specialist Principal Reporting
Service (SPRS) have the same requirement. SuperDot and SPRS reports must be timely in relation to the
execution.

Regarding the crowd side of a locked-in trade against DOT or DOT/PRIN, Floor brokers are reminded to
capture complete and accurate Audit trail and to report it in a timely manner to the clearing firm. Trades
against DOT may not be summarized. Specialist clerks must follow the same requirements on orders
executed by specialists out of hand.

Brokers and specialists are reminded that the correct clearing firm must be given up at the time of execution
or the wrong firm will be locked in. (See attached memo of June 6, 1994 from Post Trade Services.)

If you have any questions concerning Audit Trail as it relates to the new comparison process, you may call
Carol Krusik at (212) 656-4597. Questions concerning locked-in comparison should be directed to Joseph
Fawcett, Post Trade Services, at (212) 656-8585.

Morton Lipton Brian McNeary

Co-Chairman Co-Chairman

2. MEMORANDUM

Date: June 6, 1994

To: All Members and Member Organizations/Managing Partners/Operations Managers/Data Processing
Managers and P&S Managers of Member Organizations

Subject: Phase I Implementation of Trade Date

1. Comparison Locking-In Dot to Crowd Trades
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The Exchange commenced implementation of Phase I of the Trade Date Comparison System for listed
equities on March 31, 1994. At that time, the Exchange began to lock-in “Dot to crowd” trades for selected
participants. This phase is being implemented by individual clearing firm, culminating in all Dot to crowd
traffic being locked-in by the end of June 1994. Listed below is a brief summary of the Dot to crowd locked-in
process.

2. Current Process

Presently, when a clearing firm (not participating in the locked-in program) receives a report containing the
omnibus account of “Dot” (769) as the contra-side of a trade from its executing broker, the firm must report its
side of the trade to comparison, where a match is performed and the results are displayed on the appropriate
contract output as compared or uncompared.

Note: Clearing firms are reminded that their executing brokers must adhere to the time limitations on “give-
ups” as stated under the provisions of Rule 138.

3. Locked-In Process

This enhancement will eliminate the need for performing a match in comparison and generate a locked-in
trade in comparison on behalf of the clearing firm that received “Dot” as the contra-side. The executing broker
badge number captured by the specialist and the report time of the execution will appear on the contract
output.

Note: Specialists are reminded to capture the badge number of the broker in the crowd on contra Dot trades.

4. Audit Trail Requirements

Members are reminded that the implementation of locking-in the crowd to Dot activity does not alter their
requirements under Rule 132 to submit data for audit trail purposes. Clearing firms should continue to submit
this data through SIAC's Datatrak facility System ID “19601”.

5. Suggested Name Match

Prior to this enhancement, items submitted to comparison with “Dot” as the contra firm were subject to
“suggested name” matching. Clearing firms are now advised that “Dot” locked-in trades are not eligible for the
“suggested name” match process.

6. Corrections

Clearing firms can continue to enter corrections to “locked-in” traffic in the On-Line Correction System (OCS).
In the event a clearing firm receives a “Dot” locked-in trade it doesn't know, the firm can add a reversal
against “Dot” in the OCS. If a firm does not receive a “Dot” locked-in trade it knows, the firm can add a
trade against “Dot” in the OCS. Clearing firms should enter badge numbers and execution time on these
corrections to facilitate the resolution process. These corrections will be resolved under the existing resolution
process. The Questioned Trade (QT) process and “T+1” close-out procedures remain the same.

7. CMS Contra Execution Report

Clearing firms can also elect to receive a Contra Execution Report from the Common Message Switch (CMS)
on trade date. This Report will be generated to the clearing firm on the crowd side of the trade, informing it
that an order was executed against the omnibus account of “Dot” (769) and that firm will be “locked-in” on
the trade date (“T”) contract output. Reference NYSE notice: Subject: “Enhancements to Exchange Message
Switching and Comparison Systems, Dated: February 11, 1994, for further details.
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NYSE Post Trade Operations has been contacting and scheduling clearing firms for implementation. If you
have any questions concerning the locked-in Dot program or your firm's implementation date, contact Mr.
Fred Lipinski at (212) 656-5513.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Member Firm Regulation

 PLEASE ROUTE TO FINANCIAL AND OPERATIONS OFFICERS/PARTNER, COMPLIANCE, CASHIER,
MARGIN AND PRIME BROKER DEPARTMENTS.

TO: MEMBERS, MEMBER ORGANIZATIONS AND HANDBOOK SUBSCRIBERS

ATTENTION: MANAGING PARTNER/CHIEF EXECUTIVE OFFICER AND SUBSCRIBERS

SUBJECT: PRIME BROKER ARRANGEMENTS

The SEC has issued a letter regarding the no-action letter on prime broker arrangements dated January 25,
1994 and discussed in Information Memo 94-6. This letter delays the effective date from July 25, 1994 to
October 3, 1994 to allow executing and prime brokers additional time to implement the requirements of the
no-action letter.

Any questions concerning this memo should be directed to your finance coordinator.

Raymond J. Hennessy

Vice President

RETAIN ALL INTERPRETATION/INFORMATION MEMOS FOR FUTURE REFERENCE

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Market Surveillance

 PLEASE NOTE THAT LIMIT-AT-THE-CLOSE (“LOC”) ORDERS WILL ONCE AGAIN BE PERMITTED
IN FIVE STOCKS ON A PILOT BASIS. LOC ORDERS MAY ONLY BE ENTERED AFTER 3:40 P.M. TO
OFFSET A PUBLISHED IMBALANCE AND CANNOT BE CANCELLED ON EXPIRATION DAYS

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Revised Procedures for Handling Market-on-Close Orders on
July 15, 1994 (“Expiration Friday”)

1. As previously announced in Information Memo 94-12, the Securities Exchange Commission has approved
use of limit-at-the-close orders (LOC) in five pilot stocks: DD, MRK, PEP, T and WMT. The new Rule has
been in effect on every trading day since April 15, 1994. Detailed discussion is on Page 3 of this Information
Memo.

•AUXILIARY OPENING PROCEDURES WILL BE IN EFFECT THIS MONTH AND EVERY MONTH FOR
SELECTED MIDCAP STOCKS AS WELL AS REGULAR PILOT STOCKS.

•NO MOC ORDERS RELATED TO A STRATEGY INCLUDING ANY STOCK INDEX FUTURES, STOCK
INDEX OPTIONS OR OPTIONS ON STOCK INDEX FUTURES IN EXPIRING CONTRACTS MAY BE
ENTERED AFTER 3:40 P.M. IN ANY STOCK. FLOOR BROKERS REPRESENTING SUCH ORDERS MUST
INDICATE THEIR MOC INTEREST TO THE SPECIALIST BY 3:40 P.M.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:40 P.M. IN ANY STOCK.

•AS SOON AS PRACTICABLE, AFTER 3:40 P.M., A SINGLE PUBLICATION OF MOC ORDER
IMBALANCES OF 50,000 SHARES OR MORE WILL BE PUBLISHED IN THE PILOT STOCKS.

•AFTER 3:40 P.M. IN THE PILOT STOCKS, MOC ORDERS MAY ONLY BE ENTERED TO OFFSET
PUBLISHED IMBALANCES.

DETAILED DISCUSSION IS PROVIDED ON THE FOLLOWING PAGES.

The July 15, 1994 expiration Friday Pilot stock lists are attached. Please note that only opening procedures
apply to the Midcap-related list.

2. OPENING PROCEDURES

For each monthly expiration, several auxiliary procedures are necessary to integrate stock orders relating to
expiring contracts into NYSE's opening procedures in a manner that assures an efficient market opening in
each stock as close to 9:30 a.m. as possible. The auxiliary opening procedures applicable on July 15, 1994
are:

1. Order Entry

Stock orders relating to index contracts whose settlement pricing is based upon the July 15, 1994 opening
prices must be received by SuperDot or by the specialist by 9:00 a.m.
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- These orders may be cancelled or reduced in size. 1 

- Stock orders relating to index contracts whose settlement pricing is not based upon the July 15, 1994
opening prices may be entered after 9:00 a.m.

To facilitate early order entry, SuperDot (1) will begin accepting orders at 7:30 a.m. and (2) will accept market
orders of 30,099 shares or less.

“Limit-at-the-opening” (“limit OPG”) orders are permitted, including delivery through Exchange systems.

- Ordinary limit orders may also be entered.

2. Order Identification

Stock orders relating to opening-price settling contracts must be identified “OPG”.

- Firms entering these orders through SuperDot, but unable to identify orders as “OPG”, may use a unique
branch code or firm identifier (mnemonic) to identify these orders. The NYSE Market Surveillance Division (11
Wall Street, 10th Floor) must be advised of the branch code or identifier by July 18, 1994.

- Firms unable to identify these orders in either way, and firms not using SuperDot, must submit a list of all
these orders and related details to the NYSE Market Surveillance Division by July 18, 1994.

3. Dissemination of Order Imbalances

For any of the pilot stocks and for ten selected S&P MidCap 400 Index stocks (lists attached) having a market
order imbalance of 50,000 shares or more at 9:00 a.m., the NYSE will disseminate the size of the order
imbalance via the low-speed ticker and the news services as promptly as practicable after 9:00 a.m.

4. Dissemination of Indications

Except for the auxiliary procedures described above, all stocks, including the pilot stocks and selected
MidCap stocks, are subject to the regular NYSE opening procedures, including price indications where a
substantial price change is anticipated. Dissemination of an indication is mandatory for an opening which
will result in a price change constituting the lesser of 10% or three points from the prior NYSE close, or five
points if the previous close is $100 or higher, unless the price change is less than one point. Fifteen minutes
must elapse between a first indication and a stock's opening. However, when more than one indication is
necessary, a stock may open (1) five minutes after the last indication when it overlaps the prior indication
(e.g., 51 - 53 overlaps 50 - 52, but does not overlap 53 - 55) and (2) ten minutes after the last indication when
it does not overlap the prior indication, provided that 15 minutes must have elapsed from the dissemination of
the first indication.

3. PROCEDURES RELATING TO THE CLOSE

1. Limit-At-The-Close (“LOC”) Orders

The LOC pilot, which commenced on April 15, 1994, is integrated with expiration Friday policy.

Current procedures require MOC imbalances of 50,000 shares or more in the pilot stocks to be published on
the tape as soon as practicable after 3:40 p.m. on expiration days, including expiration Fridays. LOC orders
may be entered only if imbalances have been published in DD, MRK, PEP, T, or WMT and must be entered
by 3:55 p.m. On expiration days, LOC orders are irrevocable once entered, except in the case of legitimate
error.

No LOC orders related to a strategy including any stock index futures, stock index options or options on stock
index futures in expiring contracts may be entered in any stock.

An LOC order is one that is entered for execution at the closing price provided that the closing price is at or
within the limit specified. LOC orders may be entered only to offset published imbalances of market-on-close
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(“MOC”) orders. They are prioritized on the specialist's book by time of entry and go behind all other orders
on the specialist's book at that price. LOC orders with prices that are better than the closing prices in the
subject security are guaranteed an execution, unless there is a trading halt in the security. LOC orders at the
closing price are executed in order of time priority with respect to other LOC orders, but are not guaranteed
an execution.

2. Market-On-Close Orders

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. Applicable MOC orders
are those relating to a strategy involving any stock index futures, stock index options, or options on stock
index futures, in all stocks. These procedures have been filed as a rule with the SEC.

The cut-off time is 3:40 p.m. for the entry of MOC orders that relate to a strategy including any expiring stock
index futures, stock index options or options on stock index futures. This requirement applies to all stocks
involving such a strategy, not just pilot stocks. Floor brokers representing such orders must indicate their
MOC interest to the specialist by 3:40 p.m. These closing procedures will be implemented with the July 15,
1994 expiration.

3. Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling MOC orders. The procedures are intended
to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

4. Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:40 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will continue to be permitted after 3:40 p.m.

5. Special Procedures on Limitation of Entry Orders and Publication of Imbalances in Pilot Stocks

You must, as stated above and required for all stocks, enter all MOC orders, in positions relating to a strategy
involving any expiring stock index futures, stock index options, or options on stock index futures, by 3:40 p.m.
eastern time. In addition, as described below, there are special limitations regarding the subsequent entry
of orders, and special procedures for publication of imbalances, that are applicable only to pilot stocks (see
attached list). It should be noted that pursuant to the newly amended Rule 13, limit-at-the-close orders in the
LOC pilot stocks only may be entered for execution on the close, in addition to market-on-close orders.

As soon as possible after 3:40 p.m., the Exchange will publish on the tape any imbalance of MOC orders
of 50,000 shares or more that existed at 3:40 p.m. in those pilot stocks. This will be the only MOC order
imbalance publication. If a “No Imbalance” notice is published in a pilot stock, no MOC or LOC orders will
be permitted in that stock. While MOC orders previously entered may be cancelled or reduced in size until
3:40 p.m., once a publication of an imbalance in a pilot stock has been made, any MOc or LOC orders
subsequently entered in such pilot stock will be accepted only to trade on the opposite side of the market in
relation to such published imbalance. The liquidation of positions relating to a strategy involving any stock
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index futures, stock index options, or options on stock index futures using MOC orders entered after 3:40 p.m.
is not permitted, even if such orders might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC or LOC orders, the imbalance of MOC orders
published as of 3:40 p.m. may not reflect the imbalance that exists at the close.

The procedures stated in this section relate only to the pilot stocks. Regular procedures, including revised
procedures for all stocks that are stated on Pages One through Four, will apply to all other listed securities.

6. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance shall, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. an imbalance of sell orders would be executed against the bid.) The specialist shall then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction should be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they shall be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

7. “G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

8. Rule 80A

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-
on-close orders that are liquidated previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on the last trade date prior to each month's expiration.

9. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep
in mind the requirements of Exchange 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a)(2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.
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Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Ms.
Carol Krusik at (212) 656-4597.

Robert J. McSweeney

Senior Vice President

                                     

Attachments

              

4. Expiration Friday Pilot Stocks - July 15, 1994

   ABT       ABBOTT LABORATORIES

   AXP       AMERICAN EXPRESS COMPANY

   AHP       AMERICAN HOME PRODUCTS CORPORATION

   AIG       AMERICAN INTERNATIONAL GROUP INC.

   T         AMERICAN TELEPHONE AND TELEGRAPH

   AIT       AMERITECH CORP.

   AN        AMOCO CORPORATION

   ARC       ATLANTIC RICHFIELD COMPANY

   BAC       BANKAMERICA CORPORATION

   BEL       BELL ATLANTIC CORPORATION
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   BLS       BELLSOUTH CORPORATION

   BA        BOEING COMPANY

   BMY       BRISTOL MYERS SQUIBB COMPANY

   CHV       CHEVRON CORPORATION

   C         CHRYSLER CORP.

   CCI       CITICORP

   KO        COCA-COLA COMPANY

   DOW       DOW CHEMICAL COMPANY

   DD        DU PONT COMPANY

   EK        EASTMAN KODAK COMPANY

   LLY       ELI LILLY AND COMPANY

   XON       EXXON CORPORATION

   FNM       FEDERAL NATIONAL MORTGAGE ASSOCIATION

   F         FORD MOTOR COMPANY

   GE        GENERAL ELECTRIC COMPANY

   GM        GENERAL MOTORS CORPORATION
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   G         GILLETTE COMPANY

   GTE       GTE CORPORATION

   HWP       HEWLETT-PACKARD COMPANY

   HD        HOME DEPOT INC.

   IBM       INTERNATIONAL BUSINESS MACHINES CORP.

   IP        INTERNATIONAL PAPER COMPANY

   JNJ       JOHNSON AND JOHNSON

   MCD       MCDONALDS CORPORATION

   MRK       MERCK AND COMPANY INC.

   MMM       MINNESOTA MINING AND MANUFACTURING

   MOB       MOBIL CORPORATION

   MOT       MOTOROLA INC.

   NYN       NYNEX CORPORATION

   PEP       PEPSICO INC.

   PFE       PFIZER INC.

   MO        PHILIP MORRIS COS. INC.
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   PG        PROCTER AND GAMBLE COMPANY

   RD        ROYAL DUTCH PETROLEUM COMPANY

   *SLB      SCHLUMBERGER LTD.

   S         SEARS ROEBUCK COMPANY

   SBC       SOUTHWESTERN BELL CORPORATION

   TX        TEXACO INC.

   UN        UNILEVER N.V. ORD SHARES

   USW       U.S. WEST INC.

   WMT       WAL-MART STORES INC.

   DIS       WALT DISNEY COMPANY

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of July 1, 1994 and
the 20 Major Market Index stocks. The indicated (*) stock has been added to the list. NB as been deleted.

          

5. MidCap Index Expiration Friday Stocks - July 15, 1994

   AFL       AFLAC INC.

   *AOC      AON CORPORATION

   BK        BANK OF NEW YORK COMPANY, INC.

   CMA       COMERICA INC.
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   FBS       FIRST BANK SYSTEM INC.

   *FFM      FIRST FINANCIAL MANAGEMENT CORP.

   GME       GENERAL MOTORS CORP. CLASS E

   MU        MICRON TECHNOLOGY INC.

   MS        MORGAN STANLEY GROUP INC.

   LUV       SOUTHWEST AIRLINES COMPANY

This list contains the 10 highest weighted S&P MidCap 400 stocks on market values as of July 1, 1994. The
indicated (*) stocks have been added to this list. ODP and UNH have been deleted.

          

6. Limit-at-the-Close (LOC) Pilot Stocks as of July 15, 1994

   T          AMERICAN TELEPHONE AND TELEGRAPH CO.

   DD         DU PONT COMPANY

   MRK        MERCK AND COMPANY INC.

   PEP        PEPSICO INC.

   WMT        WAL-MART STORES INC.

7. MEMORANDUM

Date: July 8, 1994

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) and Limit-at-the
Close (LOC) Orders
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1. Openings

1Q. Can “limit at the opening” (“limit OPG”) orders be entered in the stocks that are not among the
stocks included in the pilot?

1A. “Limit OPG” orders are permitted on expiration Friday. Unexecuted “limit OPG” orders are cancelled after
the opening transaction.

2Q. When can specialists obtain an OARS status request?

2A. At any time after 7:30 a.m., in any stock. (Specialists should review OARS inquiry, freeze and opening
procedures to avoid problems.)

3Q. Must specialists wait until 9:27 a.m. to start the ITS pre-opening application?

3A. No. ITS Pre-Opening notifications may be issued beginning at 9:00 a.m.

4Q. Are “G” orders to sell short at the market handled differently at the opening than at the close on
expiration day?

4A. Yes, “G” short market orders are covered by two different procedures. At the opening they are handled
as they are on any other day. “G” short market orders must yield to all public limit orders at the lowest valid
short tick. At any higher price the “G” shorts need not yield. At the close, “G” market shorts must yield to all
limit orders at the sale price, even if that price is higher than the first valid short tick.

5Q. How should specialists and Floor Officials handle requests to “hold the opening” in the pilot
stocks?

5A. The Exchange has added auxiliary and early procedures with the express purpose of providing a prompt
opening in all stocks, not just the 50 pilot stocks. Brokers should be told to have their opening interest
represented by 9:30 a.m., and assuming adequate pricing information re: substantial disparity from the close,
all stocks should be opened as quickly after 9:30 as possible.

2. MOC and LOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

2A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

   1. Example #1   200,000 buy MOC

                    50,000 sell MOC

                    50,000 sell plus MOC

                    25,000 buy minus MOC
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In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

   2. Example #2   100,000 sell MOC

                    50,000 buy MOC

                    25,000 buy minus MOC

                    25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000−B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

3Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4-1/2 - last sale 20 3/8

3A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus or sell
short order would go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the
other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus or
sell short order would go ahead of the 20 1/2 limit sell orders on the book because it should be treated like a
market order. Similarly, a market-on-close buy minus order would be treated as a limit order if the last sale
was on a “plus” or “zero plus”, going behind any buy orders limited at 20 1/4. If the last sale was on a “minus”
or “zero minus” tick, the market-on-close buy minus order would be treated as a market order and executed
ahead of 20 1/4 limit buy orders on the book.

4Q. Are MOC “short” at-the-close orders permitted?

4A. Firms may enter “short” MOC orders.

5Q. Should brokers in the Crowd give the specialist their orders prior to the final bell? How should
they be handled by the specialist?

5A. Yes. In the pilot stocks, any brokers in the Crowd handling orders relating to strategies should give their
orders to the specialist by 3:40 p.m., to allow the specialist to arrange a closing price. Such orders should be
handled like “love” orders on the opening.

6Q. Can MOC orders be entered in the pilot stocks if a “No Imbalance” notice is published at 3:40
p.m.?

6A. No MOC orders may be entered if a “No Imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.

7Q. Are limit-at-the-close (LOC) orders permitted?

7A. LOC orders may be entered only in the stocks specifically identified for participation in the LOC pilot.

8Q. What is the priority sequence for execution of LOC orders?

8A. Marketable LOC orders are treated as market orders and must be executed. Such orders include better-
priced (i.e., orders with a limit price better than the closing price) LOC orders to buy and sell long (including
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“G” orders) and better-priced LOC orders to sell short or sell plus, if the closing price would represent a
“double plus tick”.

LOC orders limited to the closing price and better-priced LOC orders to sell short and sell plus that could not
be executed at a price lower than the actual close are sequenced by time priority among themselves, but
behind all other orders at the closing price, and may be executed, depending on the size of the imbalance to
be offset.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 94-24

Click to open document in a browser

June 23, 1994

  

Market Surveillance

 PLEASE NOTE THAT LIMIT-AT-THE-CLOSE (LOC) ORDERS WILL ONCE AGAIN BE PERMITTED
IN FIVE STOCKS ON A PILOT BASIS. LOC ORDERS MAY ONLY BE ENTERED AFTER 3:40 P.M. TO
OFFSET A PUBLISHED IMBALANCE AND CANNOT BE CANCELLED ON EXPIRATION DAYS

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Revised Procedures for Handling Market-on-Close Orders on Thursday, June 30, 1994
(“Quarterly Index Expiration”)

1. QUARTERLY INDEX EXPIRATIONS

As previously announced in Information Memo 94-12, the Securities Exchange Commission has approved
use of limit-at-the-close orders (LOC) in five pilot stocks: DD, MRK, PEP, T and WMT. The new Rule has
been in effect on every trading day since April 15, 1994. Detailed discussion is on Page 2 of this Information
Memo.

•NO MOC ORDERS RELATED TO A STRATEGY INCLUDING ANY STOCK INDEX OPTIONS IN EXPIRING
CONTRACTS MAY BE ENTERED AFTER 3:40 P.M. IN ANY STOCK. FLOOR BROKERS REPRESENTING
SUCH ORDERS MUST INDICATE THEIR MOC INTEREST TO THE SPECIALIST BY 3:40 P.M.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:40 P.M. IN ANY STOCK.

•THERE WILL BE AN IMBALANCE PUBLICATION AT 3:40 P.M. IN THE PILOT STOCKS ONLY.

•AFTER 3:40 P.M. IN THE PILOT STOCKS, MOC ORDERS MAY ONLY BE ENTERED TO OFFSET
PUBLISHED IMBALANCES.

2. DETAILED DISCUSSION IS PROVIDED BELOW.

1. PROCEDURES RELATING TO THE CLOSE

1. Limit-At-The-Close (“LOC”) Orders

The LOC pilot, which commenced on April 15, 1994, is integrated with quarterly index expiration policy.

Current procedures require MOC imbalances of 50,000 shares or more in the pilot stocks to be published on
the tape as soon as practicable after 3:40 p.m. on expiration days, including quarterly index expiration days.
LOC orders may be entered only if imbalances have been published in DD, MRK, PEP, T, or WMT and must
be entered by 3:55 p.m. On expiration days, LOC orders are irrevocable once entered, except in the case of
legitimate error.

No LOC orders related to a strategy including any stock index options in expiring contracts may be entered in
any stock.

An LOC order is one that is entered for execution at the closing price provided that the closing price is at or
within the limit specified. LOC orders may be entered only to offset published imbalances of market-on-close
(“MOC”) orders. They are prioritized on the specialist's book by time of entry and go behind all other orders
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on the specialist's book at that price. LOC orders with prices that are better than the closing prices in the
subject security are guaranteed an execution, unless there is a trading halt in the security. LOC orders at the
closing price are executed in order of time priority with respect to other LOC orders, but are not guaranteed
an execution.

2. Market-On-Close Orders

Procedures for MOC orders are used for each quarterly index expiration. Applicable MOC orders are those
relating to a strategy involving any stock index options in all stocks. These procedures have been filed as a
rule with the SEC.

The cut-off time is 3:40 p.m. for the entry of MOC orders that relate to a strategy including any expiring stock
index options. This requirement applies to all stocks, not just pilot stocks. Floor brokers representing such
orders must indicate their interest to the specialist by 3:40 p.m.

3. Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

4. Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:40 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will be permitted after 3:40 p.m.

5. Special Procedures on Limitation of Entry of Orders and Publication of Imbalances in Quarterly Pilot Stocks

You must, as stated above and required for all stocks, enter all MOC orders, in positions relating to a strategy
involving any expiring stock index options by 3:40 p.m. eastern time. In addition, as described below, there
are special limitations regarding the subsequent entry of orders, and special procedures for publication of
imbalances, that are applicable only to pilot stocks (see attached list). It should be noted that pursuant to the
newly amended Rule 13, limit-at-the-close orders in the LOC pilot stocks only may be entered for execution
on the close, in addition to market-on-close orders.

As soon as possible after 3:40 p.m., the Exchange will publish on the tape any imbalance of MOC orders
of 50,000 shares or more that existed at 3:40 p.m. in those pilot stocks. This will be the only MOC order
imbalance publication. If a “No Imbalance” notice is published in a pilot stock, no MOC orders will be
permitted in that stock. While MOC orders previously entered may be cancelled or reduced in size until 3:40
p.m., once a publication of an imbalance in a pilot stock has been made, any MOC orders subsequently
entered in such pilot stock will be accepted only to trade on the opposite side of the market in relation to
such published imbalance. The liquidation of positions relating to a strategy involving any stock index options
using MOC orders entered after 3:40 p.m. is not permitted, even if such orders might offset net reported
imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:40 p.m. may not reflect the imbalance that exists at the close.
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The procedures stated in this section relate only to the quarterly pilot stocks. Regular procedures, including
revised procedures for all stocks that are stated on Pages Two and Three, will apply to all other listed
securities.

6. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance shall, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member shall then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they shall be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

7. “G” Orders

Proprietary orders represented pursuant to Section 11(a) (1) (G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a) (1) (G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

8. Rule 80A

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies on the last trade date prior to each quarter's expiration as
well as on regular, monthly expiration Fridays.

9. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9 (a) (2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Arthur O. Harris at (212) 656-6884 or Ms.
Carol Krusik at (212) 656-4597.

Robert J. McSweeney
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Senior Vice President

                                      

Attachments

          

3. Quarterly Index Expiration Friday Pilot Stocks-June 30, 1994

   ABT       ABBOTT LABORATORIES

   *AFL      AFLAC INC.

   AXP       AMERICAN EXPRESS COMPANY

   AHP       AMERICAN HOME PRODUCTS CORPORATION

   AIG       AMERICAN INTERNATIONAL GROUP INC.

   T         AMERICAN TELEPHONE AND TELEGRAPH

   AIT       AMERITECH CORP.

   AN        AMOCO CORPORATION

   ARC       ATLANTIC RICHFIELD COMPANY

   BAC       BANKAMERICA CORPORATION

   BK        BANK OF NEW YORK INC.

   BEL       BELL ATLANTIC CORPORATION

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

766

http://researchhelp.cch.com/License_Agreement.htm


   BLS       BELLSOUTH CORPORATION

   BA        BOEING COMPANY

   BMY       BRISTOL MYERS SQUIBB COMPANY

   CHV       CHEVRON CORPORATION

   C         CHRYSLER CORP.

   CCI       CITICORP

   KO        COCA-COLA COMPANY

   *CMA      COMERICA INC.

   DOW       DOW CHEMICAL COMPANY

   DD        DU PONT COMPANY

   EK        EASTMAN KODAK COMPANY

   LLY       ELI LILLY AND COMPANY

   XON       EXXON CORPORATION

   FNM       FEDERAL NATIONAL MORTGAGE ASSOCIATION

   FBS       FIRST BANK SYSTEM INC.

   F         FORD MOTOR COMPANY
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   GE        GENERAL ELECTRIC COMPANY

   GM        GENERAL MOTORS CORPORATION

   GME       GENERAL MOTORS CORP. CLASS E

   *G        GILLETTE COMPANY

   GTE       GTE CORPORATION

   HWP       HEWLETT-PACKARD COMPANY

   HD        HOME DEPOT INC.

   IBM       INTERNATIONAL BUSINESS MACHINES CORP.

   IP        INTERNATIONAL PAPER COMPANY

   JNJ       JOHNSON AND JOHNSON

   MCD       MCDONALDS CORPORATION

   MRK       MERCK AND COMPANY INC.

   *MU       MICRON TECHNOLOGY INC.

   MMM       MINNESOTA MINING AND MANUFACTURING

   MOB       MOBIL CORPORATION

   MS        MORGAN STANLEY GROUP INC.
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   MOT       MOTOROLA INC.

   *NB       NATIONSBANK CORPORATION

   NYN       NYNEX CORPORATION

   *ODP      OFFICE DEPOT INC.

   PEP       PEPSICO INC.

   PFE       PFIZER INC.

   MO        PHILIP MORRIS COS. INC.

   PG        PROCTER AND GAMBLE COMPANY

   RD        ROYAL DUTCH PETROLEUM COMPANY

   S         SEARS ROEBUCK COMPANY

   LUV       SOUTHWEST AIRLINES COMPANY

   SBC       SOUTHWESTERN BELL CORPORATION

   TX        TEXACO INC.

   UN        UNILEVER N.V. ORD SHARES

   UNH       UNITED HEALTHCARE CORPORATION

   USW       U.S. WEST INC.
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   WMT       WAL-MART STORES INC.

   DIS       WALT DISNEY COMPANY

The “quarterly pilot stocks” are the 50 highest capitalized stocks in the S&P 500 Index based on market
values as of June 3, 1994, any component stocks of the Major Market Index not included in this group, and
the 10 highest capitalized stocks of the S&P MidCap 400 Index, based on market values as of June 3, 1994.
The indicated (*) stocks have been added to the list since the last QIX pilot, and BEN, COL, CS, EMC, IGT
and PAC have been deleted.

4. Memorandum

Date: June 23, 1994

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Quarterly Index Expiration” Market-at-the-Close (MOC) and
Limit-at-the-Close (LOC) Orders

1. MOC and LOC Orders

1.Q. How do you determine the price at which to print the “stopped stock”?

A Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2.Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

A When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

   1. Example #1   200,000 buy MOC

                    50,000 sell MOC

                    50,000 sell plus MOC

                    25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

   2. Example #2   100,000 sell MOC
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                    50,000 buy MOC

                    25,000 buy minus MOC

                    25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000−B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

3.Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4-1/2 - last sale 20 3/8

A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus or sell short
order would go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the other
hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus or sell short
order would go ahead of the 20 1/2 limit sell orders on the book because it should be treated like a market
order. Similarly, a market-on-close buy minus order would be treated as a limit order if the last sale was on a
“plus” or “zero plus”, going behind any buy orders limited at 20 1/4. If the last sale was on a “minus” or “zero
minus” tick, the market-on-close buy minus order would be treated as a market order and executed ahead of
20 1/4 limit buy orders on the book.

4Q. Are MOC “short” at-the-close orders permitted?

4A. Firms may enter “short” MOC orders.

5Q. Should brokers in the Crowd give the specialist their orders prior to the final bell? How should
they be handled by the specialist?

5A. Yes. In the pilot stocks, any brokers in the Crowd handling orders relating to strategies should give their
orders to the specialist by 3:40 p.m., to allow the specialist to arrange a closing price. Such orders should be
handled like “love” orders on the opening.

6Q. Can MOC orders be entered in the pilot stocks if a “No Imbalance” notice is published at 3:40
p.m.?

6A. No MOC orders may be entered if a “No Imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index options.

7Q. Are limit-at-the-close (LOC) orders permitted?

7A. LOC orders may be entered only in the stocks specifically identified for participation in the LOC pilot.

8Q. What is the priority sequence for execution of LOC orders?

8A. Marketable LOC orders are treated as market orders and must be executed. Such orders include better-
priced (i.e., orders with a limit price better than the closing price) LOC orders to buy and sell long (including
“G” orders) and better-priced LOC orders to sell short or sell plus, if the closing price would represent a
“double plus tick”.

LOC orders limited to the closing price and better-priced LOC orders to sell short and sell plus that could not
be executed at a price lower than the actual close are sequenced by time priority among themselves, but
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behind all other orders at the closing price, and may be executed, depending on the size of the imbalance to
be offset.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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June 23, 1994

  

Market Surveillance

 TO: All Exchange Members and Member Organizations

SUBJECT: Fiduciary Responsibility-Customers' Orders

This responds to a recent question relating to Floor brokers' fiduciary responsibility in representing
customers' orders in the marketplace, including the manner in which they communicate intent to provide price
improvement when responding to other market interests.

The Market Performance Committee recommends that members utilize the following procedure in protecting
a customer's interest when a proposed cross (by another member) might, without their participation, be
effected at a less advantageous price. Members must state their intention to provide price improvement by
making a firm bid or offer, specifying price and size. For example, in responding to a proposed cross at 40
5/8, a Crowd broker (buyer) would state “40 3/4 for 20,000 shares”. Also, in that example, the broker with the
cross must either trade with the better bid or inform the trading desk of the price improvement opportunity. It
is strongly suggested that the improved bid or offer and size be reflected in the quotation, thereby advertising
the price improvement opportunity to the entire marketplace.

Imprecise statements such as, “I could pay more”; “I would pay higher” or “I can break you up” are
unacceptable as they do not provide the crossing broker-and by such communication, his or her firm-clear
notice of the certainty of price improvement. The representation of an order at a superior limit is not sufficient,
absent a firm bid or offer.

As market dynamics require continual communication among competing brokers, the following dialogue could
appropriately reflect a firm bid (offer) as described above. A Crowd broker (buyer) responding to a proposed
50,000 share cross at 40 5/8 may state, “I will pay 40 3/4 for 20,000 shares, unless I can buy 10,000 shares
on the print”.

Any complaint involving circumstances described above will be reviewed; however, precise communication at
the point of a proposed cross is a critical factor in that assessment.

Please direct any questions to Market Surveillance via the White Phone, or to Arthur O. Harris (656-6884).

Robert J. McSweeney

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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June 16, 1994

  

Market Surveillance

 NOTE: PLEASE ROUTE TO YOUR COMPLIANCE OFFICER

TO: All Members and Member Organizations/Chief Operating Officers

SUBJECT: Addition of Rules 72(b) and 410A to the List of Rules Subject to the Imposition of Fines for Minor
Violations Under Rule 476A Procedures

1. The Securities and Exchange Commission has recently approved the addition of two rules to the list
of rules for violations of which the Exchange may determine to impose fines pursuant to the expedited
procedures of Rule 476A. These are Rule 72(b), relating to the procedures for the execution of “clean”
agency cross transactions and Rule 410A which covers requirements for automated submission of trading
data. The addition of these rules is effective immediately.

The “clean cross” procedures of Rule 72(b) are available for agency cross transactions of 25,000 shares or
more, at or within the prevailing quotation, where neither side of the cross is an order for the account of a
member or member organization. Violations of the prohibition of proprietary account participation in a cross
transaction executed under Rule 72(b) will be subject to a summary fine under Rule 476A. Trading data
requested under Rule 410A must be submitted in the automated format prescribed by the Exchange within 10
business days of the request.

Members are reminded that, notwithstanding the procedures authorized by Rule 476A, the Exchange may,
in any case it deems appropriate, proceed to bring charges and commence a formal disciplinary proceeding
under Rule 476.

The List of Rules for violations of which the Exchange may determine to impose fines under Rule 476A and
the amount of fines that may be imposed to Donald Siemer (212) 656-6940.

Robert J. McSweeney

Senior Vice President

Attachment A

Additions Underscored

2. LIST OF EXCHANGE RULE VIOLATIONS AND FINES APPLICABLE THERETO PURSUANT TO RULE
476A

• Rule 15 (ITS and Pre-Opening Applications) and Rule 15A (ITS “Trade-Throughs” and “Locked-Markets”
and ITS Block Trade Policy)

• Violation of the agency provisions of Rule 72(b)

• Rule 79A.30 requirement to obtain Floor Official approval for trades at wide variations from last sale

• Rule 80A(c) and (d) tick requirements for certain orders when the Dow Jones Industrial Average 1   has
moved 50 points from the previous close

•Reporting rule violations (Rule 97.40, 104A.50, 107.30, 112A.10, 312(a), (b) & (c), 313, 345.17, 346(c), 351,
421, 440F, G & H and 706)
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•Participation in the Specialist Performance Evaluation Questionnaire (SPEQ) Process (Rule 103A)

• Rule 104.10 (Functions of Specialists)

• Rule 104.12 Specialist investment account rule violations

•Specialists' Contact With Listed Companies and Member Organizations (Rule 106)

• Rule 107.10 RCMM stabilization requirement violations

• Rule 112(d) Competitive Trader stabilization requirement violations

• Rule 116.30 requirements for specialists' stopping stock

•Record retention rule violations (Rules 117, 121, 123, 123A.20, 345.11, 410, 432(a) and 440)

•Failure to Time-Record Orders Received at the Specialist's Post (Rule 121) and Failure to Time-Record
Orders received at a Member's Booth from off the Floor (Rule 123)

•Failure of a member or member organization to use standardized Floor stationery as required by Rule
123A.23

•Percentage Orders (Rule 123A.30)

• Rule 123A.40 requirement to obtain Floor Official approval for election of stop orders

•Failure to collect and/or submit all audit trail data specified in Rule 132

• Rule 134(c) and (e) requirement to comply with specified QT procedures and time periods

•Failure to Obtain Exchange Approval Rule Violations (Rules 312(h) & (i), 342(c), 342.10, 382(a) and 791(c))

•Failure of a member organization to have individuals responsible and qualified for the positions of Financial
Principal, Operations Principal, Compliance Official, Branch Office Manager and Supervisory Analyst (Rules
342(b), (d) & .13, 311(b)(5) and 344)

• Rule 387 requirements for customer COD/POD transactions

• Rule 407 requirements for transactions of employees of the Exchange, members or member organizations

• Rule 408(a) requirement that written authorization be obtained for discretionary power in a customer's
account

• Rule 410A requirements for automated submission of trading data

• Rule 410B requirements to report transactions in Exchange listed securities not otherwise reported to the
Consolidated Tape

•Failure to transfer a customer securities account in accordance with the requirements of Rule 412 and the
interpretations thereunder

• Rule 440B short sale rule violations

• Rules 451 and 452 requirements relating to transmission of proxy material and authorizing the giving of
proxies

•Failure to submit books and records or to furnish information on the date or within the time period that the
Exchange requires (Rule 476(a)(11))

• Rules 704 and 705 options position limits and exercise limits

•Failure of a member organization to have individuals responsible and qualified for the positions of Registered
Options Principal, Senior Registered Options Principal and Compliance Registered Options Principal (Rules
720 and 722(b))

• Rule 726 options disclosure document and prospectus delivery requirement violations

• Rule 758(b)(ii)(A) limitations on principal/agency trading of a Competitive Options Trader
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• Rule 762 requirements to file option trade information

• Rule 780.10(b) requirement to deliver “exercise advice”

• Rule 781 allocation of exercise assignment notice violations

•Violations of Exchange policies regarding procedures to be followed in delayed opening situations

•Failure to adhere to entry and cancellation procedures for market-at-the-close orders on expiration Fridays
and quarterly expiration days.

Fine AmountIndividual Member Organization

First Time $ 500 $1,000

Fined
3   Second Time$1,000 $2,500

Fined
3   Subsequent $2,500 $5,000

Fines

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  "Dow Jones Industrial Average" is a service mark of Dow Jones & Co., Inc.
3  Within a "rolling" 12-month period.
3  Within a "rolling" 12-month period.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 94-21

Click to open document in a browser

June 10, 1994

  

Market Surveillance

 PLEASE NOTE THAT LIMIT-AT-THE-CLOSE (“LOC”) ORDERS WILL ONCE AGAIN BE PERMITTED
IN FIVE STOCKS ON A PILOT BASIS. LOC ORDERS MAY ONLY BE ENTERED AFTER 3:40 P.M. TO
OFFSET A PUBLISHED IMBALANCE AND CANNOT BE CANCELLED ON EXPIRATION DAYS

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Revised Procedures for Handling Market-on-Close Orders on
June 17, 1994 (“Expiration Friday”)

1. As previously announced in Information Memo 94-12, the Securities Exchange Commission has approved
use of limit-at-the-close orders (LOC) in five pilot stocks: DD, MRK, PEP, T and WMT. The new Rule has
been in effect on every trading day since April 15, 1994. Detailed discussion is on Page 3 of this Information
Memo.

•AUXILIARY OPENING PROCEDURES WILL BE IN EFFECT THIS MONTH AND EVERY MONTH FOR
SELECTED MIDCAP STOCKS AS WELL AS REGULAR PILOT STOCKS.

•NO MOC ORDERS RELATED TO A STRATEGY INCLUDING ANY STOCK INDEX FUTURES, STOCK
INDEX OPTIONS OR OPTIONS ON STOCK INDEX FUTURES IN EXPIRING CONTRACTS MAY BE
ENTERED AFTER 3:40 P.M. IN ANY STOCK. FLOOR BROKERS REPRESENTING SUCH ORDERS MUST
INDICATE THEIR MOC INTEREST TO THE SPECIALIST BY 3:40 P.M.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:40 P.M. IN ANY STOCK.

•AS SOON AS PRACTICABLE, AFTER 3:40 P.M., A SINGLE PUBLICATION OF MOC ORDER
IMBALANCES OF 50,000 SHARES OR MORE WILL BE PUBLISHED IN THE PILOT STOCKS.

•AFTER 3:40 P.M. IN THE PILOT STOCKS, MOC ORDERS MAY ONLY BE ENTERED TO OFFSET
PUBLISHED IMBALANCES.

DETAILED DISCUSSION IS PROVIDED ON THE FOLLOWING DETAILED PAGES.

The June 17, 1994 expiration Friday Pilot stock lists are attached. Please note that only opening procedures
apply to the Midcap-related list.

2. OPENING PROCEDURES

For each monthly expiration, several auxiliary procedures are necessary to integrate stock orders relating to
expiring contracts into NYSE's opening procedures in a manner that assures an efficient market opening in
each stock as close to 9:30 a.m. as possible. The auxiliary opening procedures applicable on June 17, 1994
are:

1. Order Entry

Stock orders relating to index contracts whose settlement pricing is based upon the June 17, 1994 opening
prices must be received by SuperDot or by the specialist by 9:00 a.m.
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- These orders may be cancelled or reduced in size. 1 

- Stock orders relating to index contracts whose settlement pricing is not based upon the June 17, 1994
opening prices may be entered after 9:00 a.m.

To facilitate early order entry, SuperDot (1) will begin accepting orders at 7:30 a.m. and (2) will accept market
orders of 30,099 shares or less.

“Limit-at-the-opening” (“limit OPG”) orders are permitted, including delivery through Exchange systems.

- Ordinary limit orders may also be entered.

2. Order Identification

Stock orders relating to opening-price settling contracts must be identified “OPG.”

- Firms entering these orders through SuperDot, but unable to identify orders as “OPG”, may use a unique
branch code or firm identifier (mnemonic) to identify these orders. The NYSE Market Surveillance Division (11
Wall Street, 10th Floor) must be advised of the branch code or identifier by June 20, 1994.

- Firms unable to identify these orders in either way, and firms not using SuperDot, must submit a list of all
these orders and related details to the NYSE Market Surveillance Division by June 20, 1994.

3. Dissemination of Order Imbalances

For any of the pilot stocks and for ten selected S&P MidCap 400 Index stocks (lists attached) having a market
order imbalance of 50,000 shares or more at 9:00 a.m., the NYSE will disseminate the size of the order
imbalance via the low-speed ticker and the news services as promptly as practicable after 9:00 a.m.

4. Dissemination of Indications

Except for the auxiliary procedures described above, all stocks, including the pilot stocks an selected MidCap
stocks, are subject to the regular NYSE opening procedures, including price indications where substantial
price change is anticipated. Dissemination of an indication is mandatory for an opening which will result in
a price change constituting the lesser of 10% or three points from the prior NYSE close, or five points if the
previous close is $100 or higher, unless the price change is less than one point. Fifteen minutes must elapse
between a first indication and a stock's opening. However, when more than one indication is necessary, a
stock may open (1) five minutes after the last indication when it overlaps the prior indication (e.g., 51 - 53
overlaps 50 - 52, but does not overlap 53 - 55) and (2) ten minutes after the last indication when it does not
overlap the prior indication, provided that 15 minutes must have elapsed from the dissemination of the first
indication.

3. PROCEDURES RELATING TO THE CLOSE

1. Limit-At-The-Close (“LOC”) Orders

The LOC pilot, which commenced on April 15, 1994, is integrated with expiration Friday policy.

Current procedures required MOC imbalances of 50,000 shares or more in the pilot stocks to be published on
the tape as soon as practicable after 3:40 p.m. on expiration days, including expiration Fridays. LOC orders
may be entered only if imbalances have been published in DD, MRK, PEP, T, or WMT and must be entered
by 3:55 p.m. On expiration days, LOC orders are irrevocable once entered, except in the case of legitimate
error.

No LOC orders related to a strategy including any stock index futures, stock index options or options on stock
index futures in expiring contracts may be entered in any stock.

An LOC order is one that is entered for execution at the closing price provided that the closing price is at or
within the limit specified. LOC orders may be entered only to offset published imbalances of market-on-close

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

778

http://researchhelp.cch.com/License_Agreement.htm


(“MOC”) orders. They are prioritized on the specialist's book by time of entry and go behind all other orders on
the specialist's book at that price. LOC orders with prices that are better than the closing prices in the subject
security are guaranteed an execution, unless there is a trading halt in security. LOC orders at the closing
price are executed in order of priority with respect to other LOC orders, but are not guaranteed an execution.

Market-on-the-close (“MOC”) orders are used for each monthly expiration. Applicable MOC orders are those
relating to a strategy involving any stock index futures, stock index options or options on stock index futures,
in all stocks. These procedures have been filed as a rule with the SEC.

The cut-off time is 3:40 p.m. for the entry of MOC orders that relate to a strategy including any expiring stock
index futures, stock index options or options on stock index futures. This requirement applies to all stocks
involving such a strategy, not just pilot stocks. Floor brokers representing such orders must indicate their
MOC interest to the specialist by 3:40 p.m. These closing procedures will be implemented with the June 17,
1994 expiration.

2. Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedure ate intended
to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

3. Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:40 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will continue to be permitted after 3:40 p.m.

4. Special Procedures on Limitation of Entry of Orders and Publication of Imbalances in Pilot Stocks

You must, as stated above and required for all stocks, enter all MOC orders, in positions relating to strategy
involving any expiring stock index futures, stock index options, or options on stock index futures, by 3:40 p.m.
eastern time. In addition, as described below, there are special limitations regarding the subsequent entry of
orders, and special procedures for publication of imbalances, that are applicable only to the pilot stocks (see
attached list). It should be noted that pursuant to the newly amended Rule 13, limit-at-the-close orders in the
LOC pilot stocks only may be entered for execution on the close, in addition to market-on-close orders.

As soon as possible after 3:40 p.m., the Exchange will publish on the tape any imbalance of MOC orders
of 50,000 shares or more that existed at 3:40 p.m. in those pilot stocks. This will be the only MOC order
imbalance publication. If a “No Imbalance” notice is published in a pilot stock, no MOC or LOC orders will
be permitted in that stock. While MOC orders previously entered may be cancelled or reduced in size until
3:30 p.m., once a publication of an imbalance in a pilot stock has been made, any MOC or LOC orders
subsequently entered in such pilot stock will be accepted only to trade on the opposite side of the market in
relation to such published imbalance. The liquidation of positions relating to a strategy involving and stock
index futures, stock index options, or options on stock index futures using MOC orders entered after 3:40 p.m.
is not permitted, even if such orders might offset net reported imbalances.

Due to cancellation or reduction and entry of offsetting MOC or LOC orders, the imbalance of MOC orders
published as of 3:40 p.m. may not reflect the imbalance that exists at the close.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

779

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE116.40/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE13/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


The procedures in this section relate only to the pilot stocks. Regular procedures, including revised
procedures for all stocks that are stated on Pages One through Four, will apply to all other listed securities.

5. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The specialist mat then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair-off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they may be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

6. “G” Orders

Proprietary orders represented pursuant to Section 11 (a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

7. Rule 80A

The provisions of Rule 80A, regarding entry at the index arbitrage orders when the Dow Jones Industrial
Average is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage
market-on-the-close orders that are liquidating previously established stock positions against expiring
derivative index products. This exemption from Rule 80A applies only to the last trade date prior to each
month's expiration.

8. Due Diligence Requirements

Before any at-the-close order is transmitted to the FLoor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a)(2) of the Securities
Exchange Act and Rules 10a-1, 10a-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Ms.
Carol Krusik at (212) 656-4597.

Robert J. McSweeney
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Senior Vice President

                  

4. Expiration Friday Pilot Stocks - June 17, 1994

       ABT         ABBOTT LABORATORIES

       AXP         AMERICAN EXPRESS COMPANY

       AHP         AMERICAN HOME PRODUCTS CORPORATION

       AIG         AMERICAN INTERNATIONAL GROUP INC.

       T           AMERICAN TELEPHONE AND TELEGRAPH

       AIT         AMERITECH CORP.

       AN          AMOCO CORPORATION

       ARC         ATLANTIC RICHFIELD COMPANY

       BAC         BANKAMERICA CORPORATION

       BEL         BELL ATLANTIC CORPORATION

       BLS         BELLSOUTH CORPORATION

       BA          BOEING COMPANY

       BMY         BRISTOL MYERS SQUIBB COMPANY

       CHV         CHEVRON CORPORATION
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       C           CHRYSLER CORP.

       CCI         CITICORP

       KO          COCA-COLA COMPANY

       DOW         DOW CHEMICAL COMPANY

       DD          DU PONT COMPANY

       EK          EASTMAN KODAK COMPANY

       LLY         ELI LILLY AND COMPANY

       XON         EXXON CORPORATION

       FNM         FEDERAL NATIONAL MORTGAGE ASSOCIATION

       F           FORD MOTOR COMPANY

       GE          GENERAL ELECTRIC COMPANY

       GM          GENERAL MOTORS CORPORATION

       *G          GILLETTE COMPANY

       GTE         GTE CORPORATION

       HWP         HEWLETT-PACKARD COMPANY

       HD          HOME DEPOT INC.
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       IBM         INTERNATIONAL BUSINESS MACHINES CORP.

       IP          INTERNATIONAL PAPER COMPANY

       JNJ         JOHNSON AND JOHNSON

       MCD         MCDONALDS CORPORATION

       MRK         MERCK AND COMPANY INC.

       MMM         MINNESOTA MINING AND MANUFACTURING

       MOB         MOBIL CORPORATION

       MOT         MOTOROLA INC.

       *NB         NATIONSBANK CORPORATION

       NYN         NYNEX CORPORATION

       PEP         PEPSICO INC.

       PFE         PFIZER INC.

       MO          PHILIP MORRIS COS. INC.

       PG          PROCTOR AND GAMBLE COMPANY

       RD          ROYAL DUTCH PETROLEUM COMPANY

       S           SEARS ROEBUCK COMPANY

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

783

http://researchhelp.cch.com/License_Agreement.htm


       SBC         SOUTHWESTERN BELL CORPORATION

       TX          TEXACO INC.

       UN          UNILEVER N.V. ORD SHARES

       USW         U.S. WEST INC.

       WMT         WAL-MART STORES INC.

       DIS         WALT DISNEY COMPANY

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of June 3, 1994
and the 20 Major Market Index stocks. The indicated (*) stocks have been added to the list. TWX has been
deleted.

                 

5. MidCap Index Expiration Friday Stocks - June 17, 1994

       *AFL        AFLAC INC.

       BK          BANK OF NEW YORK COMPANY, INC.

       *CMA        COMERICA INC.

       FBS         FIRST BANK SYSTEM INC.

       GME         GENERAL MOTORS CORP. CLASS E

       MU          MICRON TECHNOLOGY INC.

       MS          MORGAN STANLEY GROUP INC.
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       *ODP        OFFICE DEPOT INC.

       LUV         SOUTHWEST AIRLINES COMPANY

       UNH         UNITED HEALTHCARE CORPORATION

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of June 3,
1994. The indicated (*) stocks have been added to the list. APC, EMC and FFM have been deleted.

                 

6. Limit-at-the-Close (LOC) Pilot Stocks as of June 17, 1994

       T           AMERICAN TELEPHONE AND TELEGRAPH CO.

       DD          DU PONT COMPANY

       MRK         MERCK AND COMPANY INC.

       PEP         PEPSICO INC.

       WMT         WAL-MART STORES INC.

7. MEMORANDUM

Date: June 10, 1994

To: All Floor Members

From: FLoor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) Orders

1. Opening

1Q. Can “limit at the opening” (“limit OPG”) orders be entered in the stocks that are not among the
stocks included in the pilot?

1A. “Limit OPG” orders are permitted on expiration Friday. Unexecuted “limit OPG” orders are cancelled after
the opening transaction.

2Q. When can specialist obtain an OARS status request?

2A. At any time after 7:30 a.m., in any stock. (Specialists should review OARS inquiry, freeze and opening
procedures to avoid problems.)

3Q. Must specialists wait until 9:27 a.m. to start the ITS pre-opening procedures?
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3A. No. ITS Pre-Opening notifications may be issued beginning at 9:00 a.m.

4Q. Are “G” orders to sell short at the market handled differently at the opening than at the close on
expiration day?

4A. Yes, “G” short market orders are covered by two different procedures. At the opening they are handled as
they are on any other day. “G” short market orders must yield to all public limit orders at the lowest valid short
tick. At any higher price the “G” market shorts need not yield. At the close, “G” market orders must yield to all
limit orders at the sale price, even if that price is higher than the first valid short tick.

5Q. How should specialist and Floor Officials handle requests to “hold the opening” in the pilot
stocks?

5A. The Exchange has added auxiliary and early procedures with the express purpose of providing a prompt
opening in all stocks, not just the 50 pilot stocks. Brokers should be told to have their opening interest
represented by 9:30 a.m., and assuming adequate pricing information re: substantial disparity from the close,
all stocks should be opened as quickly after 9:30 as possible.

2. MOC and LOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

2A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

   1. Example #1   200,000 buy MOC

                    50,000 sell MOC

                    50,000 sell plus MOC

                    25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

   2. Example #2   100,000 sell MOC

                    50,000 buy MOC

                    25,000 buy minus MOC
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                    25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,00−B 50,000). The buy “minus” MOC orders
would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

3Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4-1/2 - last sale 20 3/8

3A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus or sell
short order would go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On
the other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus
or short order would go ahead of the 20 1/2 limit sell orders on the book because it would be treated like a
market order. Similarly, a market-on-close buy minus order would be treated as a limit order if the last sale
was on a “plus” or “zero plus”, going behind any buy orders limited at 20 1/4. If the last sale was on a “minus”
or “zero minus” tick, the market-on-close buy minus order would be treated as a market order and executed
ahead of 20 1/4 limit buy orders on the book.

4Q. Are MOC “short” at-the-close orders permitted?

4A. Firms may enter “short” MOC orders.

5Q. Should brokers in the Crowd give the specialist their orders prior to the final bell? How should
they be handled by the specialist?

5A. Yes. In the pilot stocks, the brokers in the Crowd handling orders relating to strategies should give their
orders to the specialist by 3:40 p.m., to allow the specialist to arrange a closing price. Such orders should be
handled like “love” orders on the opening.

6Q. Can MOC orders be entered in the pilot stocks if a “No Imbalance” notice is published at 3:40
p.m.?

6A. No MOC order may be entered if a “No Imbalances” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.

7Q. Are limit-at-the-close (LOC) orders permitted?

7A. LOC orders may be entered only in the stocks specifically identified for participation in the LOC pilot.

8Q. What is the priority sequence for execution of LOC orders?

8A. Marketable LOC orders are treated as market orders and must be executed. Such orders include better-
priced (i.e., orders with a limit price better than the closing price). LOC orders to buy and sell long (including
“G” orders) and better-priced LOC orders to sell short or sell plus, if the closing price would represent a
“double plus tick”.

LOC orders are limited to the closing price and better-priced LOC orders to sell short and sell plus that could
not be executed at a price lower than the actual close are sequenced by time priority among themselves, but
behind all other orders at the closing price, and may be executed, depending on the size of the imbalance to
be offset.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Footnotes

1  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.
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June 10, 1994

  

Member Firm Regulation

 PLEASE ROUTE TO CHIEF OPERATIONS OFFICER, MARGIN AND COMPLIANCE DEPARTMENTS

TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECTS: NEW RULE 434 - REQUIRED SUBMISSION TO NYSE OF REQUESTS FOR EXTENSIONS
OF TIME FOR PAYMENT/DELIVERY OF SECURITIES TRANSACTIONS FOR CUSTOMERS

and

REPORTING OF EXCESSIVE EXTENSION OF TIME REQUESTS BY CORRESPONDENTS

On May 17, 1994 the Securities and Exchange Commission (“SEC”) by Release No. 34-34073 approved
new NYSE Rule 434, “Required Submission of Requests for Extensions of Time for Customers” (Exhibit A).
Rule 434 requires any member organization for whom the Exchange has been appointed the Designated
Examining Authority (“DEA”) by the SEC, to submit (or have submitted in the case of an organization that
introduces accounts) all requests for extensions of time for payment/delivery of transactions on behalf of
customers to the Exchange. Each such member organization presently submitting requests for extensions
of time to any self-regulatory organization (“SRO”) other than the New York Stock Exchange must submit all
such requests to the Exchange effective September 1, 1994. Member organizations for whom the Exchange
is not DEA, currently submitting extension requests to the NYSE, may continue to do so.

The Exchange is also implementing a previously approved rule change requiring member organizations to
file monthly reports indicating any correspondent broker-dealer whose overall ratio of requested extensions
of time to the correspondent's total transactions for the month exceeds 2%. (See Securities Exchange Act
Release Numbers 34-28726 and 34-29049 dated December 28, 1990 and April 4, 1992 respectively).

434. RULE 434

Regulation T of the Federal Reserve Board (Reg T) and Rule 15c3-3(n) of the Securities and Exchange
Act of 1934 authorize a SRO to grant extensions of time on payment for purchases and delivery on sales
of securities when the SRO is satisfied that a creditor (broker-dealer) is acting in good faith in making such
request, and when, according to the creditor, exceptional circumstances warrant such action. The Exchange
has developed standards and procedures for evaluating, granting, denying, and monitoring extension
requests. These standards include acceptable reasons, number of requests allowed per reason and certain
limitations and restrictions on customers (see NYSE Interpretations Handbook pages 6430-6443 for a
description of Exchange parameters.)

The Exchange process extension requests electronically, either by use of the CPU to CPU system or via
the PC (personal computer). Daily reports are provided member organizations indicating disposition of the
requests (approval or denial), and a listing of any accounts being finalized (e.g. accounts that have reached
the five extension maximum for the preceding 52 weeks.) These reports are electronically transmitted back
to the member organization during the evening so that they are available for review by the start of the next
business day. There is a $2.00 charge per extension request received which includes any corrections or
required changes.
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Member organizations for whom the Exchange is DEA currently submitting (or having submitted) extension
requests to another SRO must contact the Credit Regulation Section by June 30, 1994 in order to begin
the conversation to the Exchange's computerized extension system and to receive other information and
administrative procedures necessary to comply with the September 1, 1994 effective date.

1. EXTENSION REQUESTS FOR CUSTOMERS OF CORRESPONDENTS

The Exchange has adopted procedures to monitor the overall incidence and impact of requests for extensions
of time for payment/delivery of securities transactions by member organizations. The ratio of extensions
requested to total transactions is computed monthly with a standard of 2% or less deemed acceptable.
Reports are produced for use by Exchange staff and are distributed to system users for their own internal
use.

Because member organizations utilize different coding methods to identify the correspondent on whose
behalf requests for extensions for customers are being made, the Exchange is not able to determine whether
requests are being made on behalf of member organizations or correspondent broker-dealers. Therefore,
the Exchange has adopted a new reporting procedure to allow assessment of extensions requested by
correspondents. Accordingly, member organizations will be required to file monthly reports indicating any
correspondent whose overall ratio of extensions requested to total transactions for the month exceeds 2%.

Reports are to be submitted no later than 10 business days following the end of a reportable month to the
Credit Regulation Section, New York Stock Exchange, 20 Broad Street, 22nd floor, New York, New York
10005. The first report will be made for the month ending September, 1994 and will be due on October
14, 1994. Member organizations that have no correspondents exceeding 2% criteria for that month must
nevertheless submit the form indicating that fact. Attached Exhibit B is the format to be used when reporting.

Questions regarding either Rule 434 or Report of Extensions by Correspondents should be directed to
Richard Nowicki at 212-656-3295 or Patricia Neil at 212-656-5227.

Salvatore Pallante

Senior Vice President

A. Exhibit A

434. New Rule 434

Rule 434. Required Submission of Requests for Extensions of Time for Customers

When the Exchange is the designated examining authority (“DEA”) pursuant to Securities Exchange Act Rule
17d-1 for a member organization, such member organization must submit requests for extensions of time
as contemplated by Section 220.4(c) and 220.8(d) of Regulation T of the Federal Reserve Board and Rule
15c3-3(n) of the Securities and Exchange Act of 1934 to the Exchange for approval.

B. Exhibit B

MONTHLY REPORT EXTENSIONS OF TIME FOR PAYMENT/DELIVERY OF SECURITIES PURCHASES/SALES BY
CORRESPONDENTS

TO: Credit Regulation

New York Stock Exchange

FROM: _;

(Member Organizations)

Month Ending:_;19
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The following broker-dealers on whose behalf we carry accounts as correspondent have a ratio for the month
of total transactions to the number of extensions requested exceeding 2%:

Number of Number of

Correspondents Name Transactions Extensions Ratio

Person to contact regarding this report:

Name _;

Phone#_;

This report shall be submitted no later than the tenth (10) business day following the reportable month. For
months when no correspondent exceeds the 2% criteria, the report shall be submitted indicating such.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
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May 17, 1994

  

Member Firm Regulation

 TO: All Members and Managing Partners¦Chief Executive Officers of Member Organizations

SUBJECT: Update - Securities Industry Continuing Education Program

1. SEC Chairman's Letter

Chairman Arthur Levitt of the Securities and Exchange Commission has written a letter directed to member
organizations emphasizing that mandatory continuing education of securities industry professionals should
be one of the industry's highest priorities. The Chairman's letter requests that each organization support
the efforts of the Industry/Regulatory Council on Continuing Education in developing and implementing the
program. A copy of the letter is attached.

2. Continuing Education Update

Since the release of the “ Report and Recommendations of the Securities Industry Task Force on Continuing
Education” in September, 1993 (see Information Memo 93-39 dated September 8, 1993), an Industry/
Regulatory Council on Continuing Education (the “Council”) has been formed to develop and implement the
program. The Council is composed of representatives from the thirteen broker/dealer participants on the
original Task Force and representatives from six self-regulatory organizations (“SROs”) (New York Stock
Exchange, American Stock Exchange, Chicago Board Options Exchange, Municipal Securities Rulemaking
Board, National Association of Securities Dealers and Philadelphia Stock Exchange). The North American
Securities Administrators Association has appointed two liaisons to the Council and the Securities and
Exchange Commission has designated staff representatives to provide input to the Council.

The Council has organized two working committees to develop the Regulatory and Firm Elements of the
program. These committees are presently drafting enabling rules for adoption by the SROs; designing
program structure, content and delivery mechanisms; and addressing monitoring and oversight techniques/
capabilities for the program.

It is expected that draft rules containing requirements for the program will be circulated for comment to the
membership of the participating SROs in the near future.

Questions, comments or suggestions on continuing education should be directed to JoEllen Carlson at (212)
656-2555 or Donald van Weezel at (212) 656-5058.

Salvatore Pallante

Senior Vice President

1. To the Chief Executive Officer:

I am writing to you regarding an issue that I consider worthy of your attention and time: the continuing
education of securities professionals. I believe we must proceed very quickly to develop and implement an
industry-wide program that provides for the periodic training of all registered personnel. To realize this goal, it
will be necessary for all firms to commit themselves to the development of a workable program.

In May 1993, the securities industry self-regulatory organization (SROs) created a Task Force representing a
cross-section of broker-dealer firms to study the issue of continuing education and develop recommendations.
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With the benefit of input from the SROs and the North American Securities Administrators Association, the
Task Force issued its report in September 1993. To accommodate the divergent needs of individual firms, the
Task Force's principal recommendation is to establish a program that has both a “Firm” and a “Regulatory”
element. As proposed, the Firm element would mandate that each broker-dealer provide annual continuing
education on its products and services to all its registered producing personnel who are in sales, trading,
and investment banking, and their first line supervisors. The Regulatory element would require all registered
personnel to receive training in compliance, regulatory, ethics and sales issues.

I urge you to take whatever steps necessary to ensure that your firm stays apprised of the work being
pursued by the Industry/Regulatory Council on Continuing Education, the successor to the Task Force. You
may obtain the report of the Task Force and more information about the timetable for implementation of a
continuing education program by contacting William R. Simmons, Executive Vice President, Dean Witter
Reynolds, Inc. at 212/392-3767; Ray Vass, First Vice President, Merrill Lynch, Pierce, Fenner & Smith, Inc.
at 212/449-2539; or Ronald E. Buesinger, Corporate Secretary and Senior Vice President (retired), A.G.
Edwards & Sons, Inc. at 314/289-3773.

I appreciate your involvement in and support of mandatory continuing education. Prompt implementation of
this initiative should be one of the industry's highest priorities as it seeks to reinforce investor confidence in
the U.S. capital markets through ensuring the highest level of integrity and competence among securities
professionals.

Sincerely,

Arthur Levitt

Copyright 2019, NYSE Group, Inc. All rights reserved.
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May 13, 1994

  

Market Surveillance

 PLEASE NOTE THAT LIMIT-AT-THE-CLOSE (“LOC”) ORDERS WILL ONCE AGAIN BE PERMITTED
IN FIVE STOCKS ON A PILOT BASIS. LOC MAY ONLY BE ENTERED AFTER 3:40 P.M. TO OFFSET A
PUBLISHED IMBALANCE AND CANNOT BE CANCELLED ON EXPIRATION DAYS

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Revised Procedures for Handling Market-on-Close Orders on
May 20, 1994 (“Expiration Friday”)

1. As previously announced in Information Memo 94-12, the Securities Exchange Commission has approved
use of limit-at-the-close orders (LOC) in five pilot stocks: DD, MRK, PEP, T and WMT. The new rule has been
in effect on every trading day since April 15, 1994. Detailed discussion is on Page 3 of this Information Memo.

•AUXILIARY OPENING PROCEDURES WILL BE IN EFFECT THIS MONTH AND EVERY MONTH FOR
SELECTED MIDCAP STOCKS AS WELL AS REGULAR PILOT STOCKS.

•NO MOC ORDERS RELATED TO A STRATEGY INCLUDING ANY STOCK INDEX FUTURES, STOCK
INDEX OPTIONS OR OPTIONS ON STOCK INDEX FUTURES IN EXPIRING CONTRACTS MAY BE
ENTERED AFTER 3:40 P.M. IN ANY STOCK. FLOOR BROKERS REPRESENTING SUCH ORDERS MUST
INDICATE THEIR MOC INTEREST TO THE SPECIALIST BY 3:40 P.M.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:40 P.M. IN ANY STOCK.

•AS SOON AS PRACTICABLE, AFTER 3:40 P.M., A SINGLE PUBLICATION OF MOC ORDER
IMBALANCES OF 50,000 SHARES OR MORE WILL BE PUBLISHED IN THE PILOT STOCKS.

•AFTER 3:40 P.M. IN THE PILOT STOCKS, MOC ORDERS MAY ONLY BE ENTERED TO OFFSET
PUBLISHED IMBALANCES.

2. DETAILED DISCUSSION IS PROVIDED ON THE FOLLOWING PAGES.

The May 20, 1994 expiration Friday Pilot stock lists are attached. Please note that only opening procedures
apply to the Midcap-related list.

3. OPENING PROCEDURES

For each monthly expiration, several auxiliary procedures are necessary to integrate stock orders relating to
expiring contracts into NYSE's opening procedures in a manner that assures an efficient market opening in
each stock as close to 9:30 a.m. as possible. The auxiliary opening procedures applicable on May 20, 1994
are:

1. Order Entry

Stock orders relating to index contracts whose settlement pricing is based upon the May 20, 1994 opening
prices must be received by SuperDot or by the specialist by 9:00 a.m.

- These orders may be cancelled or reduced in size. 1 
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- Stock orders relating to index contracts whose settlement pricing is not based upon the May 20, 1994
opening prices may be entered after 9:00 a.m.

To facilitate early order entry, SuperDot (1) will begin accepting orders at 7:30 a.m. and (2) will except market
orders of 30,099 shares or less.

“Limit-at-opening” (“limit OPG”) orders are permitted, including delivery through exchange systems.

- Ordinary limit orders may also be entered.

2. Order Identification

Stock orders relating to opening-price settling contracts must be identified “OPG.”

- Firms entering these orders through SuperDot, but unable to identify orders as “OPG”, may use a unique
branch code or firm identifier (mnemonic) to identify these orders. The NYSE Market Surveillance Division (11
Wall Street, 10the Floor) must be advised of the branch code or identifier by May 23,1994.

- Firms unable to identify these orders in either way, and firms not using SuperDot, must submit a list of all
these orders and related details to the NYSE Market Surveillance Division by May 23, 1994.

3. Dissemination of Order Imbalances

For any of the pilot stocks and for ten selected S&P MidCap 400 Index stocks (lists attached) having a market
order imbalance of 50,000 shares or more at 9:00 a.m., the NYSE will disseminate the size of the order
imbalance via the low-speed ticker and the news services as promptly as practicable after 9:00 a.m.

4. Dissemination of Indications

Except for the auxiliary procedures described above, all stocks, including the pilot stocks and selected
MidCap stocks, are subject to the regular NYSE opening procedures, including price indications where a
substantial price change in anticipated. Dissemination of an indication is mandatory for an opening that will
result in a price change constituting the lesser of 10% or three points from the prior NYSE close, or five
points if the previous close is $100 or higher, unless the price change is less than one point. Fifteen minutes
must elapse between a first indication and a stock's opening. However, when more than one indication is
necessary, a stock may open (1) five minutes after the last indication when it overlaps the prior indication
(e.g., 51 - 53 overlaps 50 - 52, but does not overlap 53 -55) and (2) ten minutes after the last indication when
it does not overlap the prior indication, provided that 15 minutes must have elapsed from the dissemination of
the first indication.

4. PROCEDURES RELATING TO THE CLOSE

1. Limit-At-The-Close (“LOC”) Orders

The LOC pilot, which commenced on April 15, 1994, is integrated with expiration Friday policy.

Current procedures require MOC imbalances of 50,000 shares or more in the pilot stocks to be published on
the tape as soon as practicable after 3:40 p.m. on expiration days, including expiration Fridays. LOC orders
may be entered only if imbalances have been published in DD, MRK, PEP, T, or WMT and must be entered
by 3:55 p.m. On expiration days, LOC orders are irrevocable once entered, except in the case of legitimate
error.

No LOC orders related to a strategy including any stock index futures, stock index options or options on stock
index futures in expiring contracts may be entered in any stock.

An LOC order is one that is entered for execution at the closing price provided that the closing price is at or
within the limit specified. LOC orders may be entered only to offset published imbalances of market-on-close
(“MOC”) orders. They are prioritized on the specialist's book by time of entry and go behind all other orders on
the specialist's book at that price. LOC orders with prices that are better than the closing prices in the subject
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security are guaranteed an execution, unless there is a trading halt in the security. LOC orders at the closing
prices are executed in the order of time priority with respect to other LOC orders, but are not guaranteed an
execution.

2. Market-On-Close Orders

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. Applicable MOC orders
are those relating to a strategy involving any stock index futures, stock index options, or options on stock
index futures, in all stocks. These procedures have been filed as a rule with the SEC.

The cut-off time is 3:40 p.m. for the entry of MOC orders that relate to a strategy including any expiring stock
index futures, stock index options or options on stock index futures. This requirement applies to all stocks
involving such a strategy, not just pilot stocks. Floor brokers representing such orders must indicate their
MOC interest to the specialist by 3:40 p.m. These closing procedures will be implemented with the May 20,
1994 expiration.

3. Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

4. Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:40 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will continue to be permitted after 3:40 p.m.

5. Special Procedures on Limitation of Entry of Orders and Publication of Imbalances in Pilot Stocks

You must, as stated above and required for all stocks, enter all MOC orders, in positions relating to a strategy
involving any expiring stock index futures, stock index options, or options on stock index futures, by 3:40 p.m.
eastern time. In addition, as described below, there are special limitations regarding the subsequent entry
of orders, and special procedures for publication of imbalances, that are applicable only to pilot stock (see
attached lists). It should be noted that pursuant to the newly amended Rule 13, limit-at-the-close orders in the
LOC pilot stocks only may be entered for execution on the close, in addition to market-on-close orders.

As soon as possible after 3:40 p.m., the Exchange will publish on the tape any imbalance of MOC orders
of 50,000 shares or more that existed at 3:40 p.m. in those pilot stocks. This will be the only MOC order
imbalance publication. If a “No Imbalance” notice is published in a pilot stock, no MOC or LOC orders will
be permitted in that stock. While MOC orders previously entered may be cancelled or reduced in size until
3:40 p.m., once a publication of an imbalance in a pilot stock has been made, any MOC or LOC orders
subsequently entered in such pilot stock will be accepted only to trade on the opposite side of the market in
relation to such published imbalance. The liquidation of positions relating to a strategy involving any stock
index futures, stock index options, or options on stock index futures using MOC orders entered after 3:40 p.m.
is not permitted, even if such orders may offset net reported imbalances.
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Due to cancellations or reductions and entry of offsetting MOC or LOC orders, the imbalance of MOC orders
published as of 3:40 p.m. may not reflect the imbalance that exist at the close.

The procedures stated in this section relate only to the pilot stocks. Regular procedures, including revised
procedures for all stocks that are stated on Pages One through Four, will apply to all other listed securities.

6. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The specialist may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they may be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

7. “G” Orders

Proprietary orders represented pursuant to Section 11 (a) (1) (G) of the Securities and Exchange Act of
1934 (i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to
any order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G0” orders must yield priority, parity and
precedence to limit orders not represented pursuant to Section 11 (a) (1) (G) of the Act. For example, in
executing paired-off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited
at the closing price that are not represented as “G” orders. This will be the policy even if the “G” order to sell
“short” at-the-market theoretically could have been executed at a better price (and still satisfy the “short sale”
rule in terms of a “plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be
applicable if the order was a market order to sell “long” or a market order to buy.

80A. Rule 80A

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on the last trade date prior to each month's expiration.

8. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a)(2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Ms.
Carol Krusik at (212) 656-4597.
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Robert J. McSweeney

Senior Vice President

                                       

Attachments

                    

5. Expiration Friday Pilot Stocks - May 20, 1994

       ABT         ABBOTT LABORATORIES

       AXP         AMERICAN EXPRESS COMPANY

       AHP         AMERICAN HOME PRODUCTS CORPORATION

       AIG         AMERICAN INTERNATIONAL GROUP INC.

       T           AMERICAN TELEPHONE AND TELEGRAPH

       AIT         AMERITECH CORP.

       AN          AMOCO CORPORATION

       ARC         ATLANTIC RICHFIELD COMPANY

       *BAC        BANKAMERICA CORPORATION

       BEL         BELL ATLANTIC CORPORATION

       BLS         BELLSOUTH CORPORATION
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       BA          BOEING COMPANY

       BMY         BRISTOL MYERS SQUIBB COMPANY

       CHV         CHEVRON CORPORATION

       C           CHRYSLER CORP.

       CCI         CITICORP

       KO          COCA-COLA COMPANY

       DOW         DOW CHEMICAL COMPANY

       DD          DU PONT COMPANY

       EK          EASTMAN KODAK COMPANY

       LLY         ELI LILLY AND COMPANY

       XON         EXXON CORPORATION

       FNM         FEDERAL NATIONAL MORTGAGE ASSOCIATION

       F           FORD MOTOR COMPANY

       GE          GENERAL ELECTRIC COMPANY

       GM          GENERAL MOTORS CORPORATION

       GTE         GTE CORPORATION
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       HWP         HEWLETT-PACKARD COMPANY

       HD          HOME DEPOT INC.

       IBM         INTERNATIONAL BUSINESS MACHINES CORP.

       IP          INTERNATIONAL PAPER COMPANY

       JNJ         JOHNSON AND JOHNSON

       MCD         MCDONALDS CORPORATION

       MRK         MERCK AND COMPANY INC.

       MMM         MINNESOTA MINING AND MANUFACTURING

       MOB         MOBIL CORPORATION

       MOT         MOTOROLA INC.

       NYN         NYNEX CORPORATION

       PEP         PEPSICO INC.

       PFE         PFIZER INC.

       MO          PHILIP MORRIS COS. INC.

       PG          PROCTOR AND GAMBLE COMPANY

       RD          ROYAL DUTCH PETROLEUM COMPANY
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       S           SEARS ROEBUCK COMPANY

       SBC         SOUTHWESTERN BELL CORPORATION

       TX          TEXACO INC.

       TWX         TIME WARNER INC.

       UN          UNILEVER N.V ORD SHARES

       USW         U.S. WEST INC.

       WMT         WAL-MART STORES INC.

       DIS         WALT DISNEY COMPANY

This list consists of the 50 highest weighted S&P 500 stocks based on market value as of May 6, 1994 and
the 20 Major Market Index stocks. The indicated (*) stock has been added to the list. BUD and PAC have
been deleted.

                

6. MidCap Index Expirations Friday Stocks - May 20, 1994

       *APC        Anadarko Petroleum Corp.

       BK          Bank of New York Company, Inc.

       EMC         EMC Corporation

       FBS         First Bank System Inc.

       *FFM        First Financial Management
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       GME         General Motors Corp. Class E

       MU          Micron Technology Inc.

       MS          Morgan Stanley Group Inc.

       LUV         Southwest Airlines Company

       UNH         United Healthcare Corporation

This list contains the 10 highest weighted S&P stocks based on market value as of May 6, 1994. The
indicated (*) stocks have been added to the list. CU and IGT have been deleted.

                  

7. Limit-at-the-Close (LOC) Pilot Stocks as of May 20, 1994

       T           American Telephone and Telegraph Co.

       DD          E.I. Dupont DeNemours & Co.

       MRK         Merck and Co., Inc.

       PEP         PepsiCo, Inc.

       WMT         Wal-Mart Stores, Inc.

8. MEMORANDUM

Date: May 13, 1994

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) Orders

1. Openings

1Q. Can “limit at the opening” (“limit OPG”) orders be entered in the stocks that are not among the
stocks included in the pilot?
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1A. “Limit OPG” orders are permitted on expiration Friday. Unexecuted “limit OPG” orders are cancelled after
the opening transaction.

2Q. When can specialists obtain an OARS status request?

2A. At any time after 7:30 a.m., in any stock. (Specialists should review OARS inquiry, freeze and opening
procedures to avoid problems.)

3Q. Must Specialists wait until 9:27 a.m. to start the ITS pre-opening application?

3A. No. ITS Pre-Opening notifications may be issued beginning at 9:00 a.m.

4Q. Are “G” orders to sell short at the market handled differently than at the close on expiration day?

4A. Yes, “G” short market orders are covered by two different procedures. At the opening they are handled
as they are on any other day. “G” short market orders must yield to all public limit orders at the lowest valid
short tick. At any higher price the “G” shorts need not yield. At the close, “G” market shorts must yield to all
limit orders at the sale price, even if that price is higher than the first valid short tick.

5Q. How should specialists and Floor Officials handle requests to “hold the opening” in the pilot
stocks?

5A. The Exchange has added auxiliary and early procedures with the express purpose of providing a prompt
opening in all stocks, not just the 50 pilot stocks. Brokers should be told to have their opening interest
represented by 9:30 a.m., and assuming adequate pricing information re: substantial disparity from the close,
all stocks should be opened as quickly after 9:30 as possible.

2. MOC and LOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

2A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

   1. Example #1   200,000 buy MOC

                    50,000 sell MOC

                    50,000 sell plus MOC

                    25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

   2. Example #2   100,000 sell MOC
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                    50,000 buy MOC

                    25,000 buy minus MOC

                    25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000−B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

3Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4-1/2 - last sale 20 3/8

3A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus or sell
short order would go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the
other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus or
sell short order would go ahead of the 20 1/2 limit sell orders on the book because it should be treated like a
market order. Similarly, a market-on-close buy minus order would be treated as a limit order if the last sale
was on a “plus” or “zero plus”, going behind any buy orders limited at 20 1/4. If the last sale was on a “minus”
or “zero minus” tick, the market-on-close buy minus order would be treated as a market order and executed
ahead of 20 1/4 limit buy orders on the book.

4Q. Are MOC “short” at-the-close orders permitted?

4A. Firms may enter “short” MOC orders.

5Q. Are limit-at-the-close (LOC) orders permitted?

5A. LOC orders may be entered only in the stocks specifically identified for participation in the LOC pilot.

6Q. Should brokers in the Crowd give the specialist their orders prior to the final bell? How should
they be handled by the specialist?

6A. Yes. In the pilot stocks, any brokers in the Crowd handling orders relating to strategies should give their
orders to the specialist by 3:40 p.m., to allow the specialist time to arrange a closing price. Such orders
should be handled like “love” orders in the opening.

7Q. Can MOC orders be entered in the pilot stocks if a “no Imbalance” notice is published at 3:40
p.m.?

7A. No MOC orders may be entered if a “No Imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.

8Q. What is the priority sequence for execution of LOC orders?

8A. Marketable LOC orders are treated as market orders and must be executed. Such orders include better-
priced (i.e., orders with a limit price better than the closing price) LOC orders to buy and sell long (including
“G” orders) and better-priced LOC orders to sell short or sell plus, if the closing price would represent a
“double plus tick”.

LOC orders limited to the closing price and better-priced LOC orders to sell short and sell plus that could not
be executed at a price lower than the actual close are sequenced by time priority among themselves, but
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behind all the other orders at the closing price, and may be executed, depending on the size of the imbalance
to be offset.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 94-18

Click to open document in a browser

May 11, 1994

  

Member Firm Regulation

REPLY REQUIRED

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF FINANCIAL OFFICER

SUBJECT: PC FOCUS SURVEY

1. The Securities and Exchange Commission is in the process of revising the FOCUS Report. The new
FOCUS Report format will be implemented after the nece ssary comment period and approval process takes
place. Since the FOCUS Report filing is automated, the Exchange must commence planning now in order to
be ready to receive and process the new FOCUS Report.

With the assistance of the Securities Industry Automation Corporation (SIAC), the current PC FOCUS
System will be rewritten to incorporate the requirements of the new report and to take advantage of current
technology. To commence the process, the Exchange needs to receive certain information from members
and member organizations. The information is not only critical to our development process, but necessary
for us to be responsive to your needs. Therefore, we are requesting that all members and member firms
complete and return the attached questionnaire.

Individual members and smaller member firms which utilize the services of an accounting firm for preparing
and filing FOCUS Reports should complete the questionnaire in consultation with the accounting firm.

Please return the completed questionnaire to your Finance Coordinator by June 10, 1994. Any questions
should also be directed to your coordinator.

Salvatore Pallante

Senior Vice President

2. QUESTIONNAIRE FOR NYSE MEMBERS AND MEMBER FIRMS

Individual or Firm Name:                                                   NYSE Firm ID
 #:

Person Submitting Survey:                                         Position:              
                 Tel. No.

Equipment Section:

1.    (a) Indicate the type of PC used for NYSE-FOCUS application run:
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          286 []          386 []           486 []

          Other (specify)

      (b) If less then 386, do you plan to upgrade in the next year?                     
                Yes []   No []

2.    (a) What type of monitor is used?

          EGA []          VGA []           SVGA []

          Other (specify)

      (b) If less than VGA, do you plan to upgrade in the next year?                     
                Yes []   No []

3.    (a) Do you run Windows?                                                            
                Yes []   No []

      (b) If not, do you plan to do so in the next year?                                 
                Yes []   No []

4.    What speed modem is used to transmit the NYSE-FOCUS data?

        1200 []       2400 []           9600 []      14400 []

        Other (specify)

Procedural Section:

5.    Who enters NYSE-FOCUS data?

      Data Entry Clerk                     []
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      Accountant Clerk                     []

      FOCUS Preparer                       []

      CFO                                  []

      Outside Accountant/Service           []   (Specify:                                
           )

      Other                                []   (Specify:                                
           )

6.    Is the NYSE-FOCUS data entered by copying from a prepared form or draft?           
                Yes []   No []

7.    The proposed FOCUS Report format has a condensed Balance Sheet, a 

Rule 15c3-1 Capital Computation, a Statement

      of Income and a 

Rule 15c3-3 Reserve Computation (where required) followed by supporting detail schedules.
 Please

      check your preferred input method for such a format:

      (a) From first item on Balance Sheet to last item on supporting schedules with
 totals inputted manually.   []

      (b) From first item on Balance Sheet to last item on supporting schedules with
 automatic totals.           []

      (c) From supporting schedules which will automatically total to the Balance Sheet,
 P&L statement, Net      []
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      Capital computation, 15c3-3 computation, etc.

      (d) Other (Explain)                                                                
                        []

8.    Would “help” screens built into the PC FOCUS System aid you in the preparation and 
                        Yes []   No []

      transmission of the report?

9.    Are there any other reports or information you would like to see submitted
 electronically?                 Yes []   No []

      (If “Yes”, please list)

10.   Please use the space below for any suggestions you might have concerning the PC
 FOCUS

      System.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
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May 5, 1994

  

Member Firm Regulation

 TO: ALL MEMBERS, MEMBER ORGANIZATIONS AND OPTION TRADING RIGHTS HOLDERS

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, REGISTRATION, COMPLIANCE AND
LEGAL DEPARTMENTS

SUBJECT: ADOPTION OF AMENDMENTS TO RULE 35 (“FLOOR EMPLOYEES TO BE REGISTERED”)
AND RULE 301 (“PROPOSED TRANSFER OR LEASE OF MEMBERSHIP”) REGARDING
FINGERPRINTING AND REGISTRATION REQUIREMENTS FOR MEMBERS AND FLOOR EMPLOYEES

NOTE: THIS MEMORANDUM MAY REQUIRE ACTION BY MEMBERS AND MEMBER ORGANIZATIONS

The Securities and Exchange Commission recently approved amendments to Exchange Rules 35 and 301
concerning registration and fingerprinting requirements for Exchange members and for Floor employees
of members and member organizations (See SEA Release No. 34-33045). A copy of the amended rules is
attached as Exhibit A.

1. SUBSTANCE OF THE RULE AMENDMENTS

1. Fingerprinting Requirements

Amended Rules 35 and 301 require all existing Exchange members and every applicant for membership
and all existing and prospective Floor employees of members and member organizations to be fingerprinted
and to submit such fingerprints to the Exchange for identification, background checking and appropriate
processing.

Currently, only members and Floor employees conducting business with the public (e.g., Floor members
and Floor employees who are registered with the Exchange and who accept orders from institutional or retail
customers and other non-broker/dealers) are required to submit fingerprints. Members that do not conduct
business with the public have not previously been required by the Exchange to submit fingerprints. Under the
amended rules, all members and all Floor employees are required to be fingerprinted.

2. Submission of Form U-4

Amended Rule 35 also requires the submission of a completed Uniform Application for Securities Industry
Registration or Transfer (“ Form U-4”) for all Floor employees. Form U-4, the standard industry form
submitted to self-regulatory organizations for individuals required to be registered, requires detailed
disclosure of background information, including information regarding employment and disciplinary history.
Currently, only Floor employees who accept orders from the public are required to submit a Form U-4 and
fingerprints. Under the amended rules, all existing and prospective Floor employees are required to submit
Form U-4.

Since all Exchange member applicants are currently required as part of the application process to submit a
completed Form U-4 to the Exchange, the amendments do not affect the submissions required for member
applicants.

2. DETAILS CONCERNING THE FINGERPRINT PROCESS ARE AS FOLLOWS:
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1. Where and when fingerprints can be taken

For seven weeks, from May 9, 1994 to June 23, 1994, the Exchange will have a fingerprint service
(Fidelifacts) available on Exchange premises to take fingerprints, from 7:30 - 9:30 a.m., Monday through
Thursday.

Members may be fingerprinted in the Member's Lounge in the basement of 11 Wall St. during the weeks
of May 9, 1994 through May 26, 1994 and Floor clerks may be fingerprinted in the Clerk's Lounge in the
basement of 11 Wall St. during the weeks of June 6, 1994 through June 23, 1994 on the following schedule:

   MEMBERS             FLOOR CLERKS        LAST NAME INITIAL

   5/9/94 - 5/12/94    6/6/94 - 6/9/94

   Monday                                  A - BO

   Tuesday                                 BR - CL

   Wednesday                               CO - DE

   Thursday                                DI - FO

   5/16/94 - 5/19/94   6/13/94 - 6/16/94

   Monday              FR - G

   Tuesday             H - K

   Wednesday           L - MAZ

   Thursday            Mc - MU

   5/23/94 - 5/26/94   6/20/94 - 6/23/94

   Monday              N - Q
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   Tuesday             R - SC

   Wednesday           SE - SW

   Thursday            T - Z

Members and Floor employees may also have their fingerprints taken at Fidelifacts offices located at 50
Broadway, 11th floor, from 10 a.m. to 4:30 p.m., Monday through Friday from May 9, 1994 to June 24, 1994.

In order to be fingerprinted, a valid photo I.D. (NYSE I.D. for current members and Floor employees) must be
presented. Fingerprint forms may be obtained at the Money Desk on the Floor, Membership Services
at 20 Broad Street, 18th Floor, and from the Receptionist at 20 Broad Street, 22nd Floor, prior to
fingerprinting.

2. Cost of Fingerprinting

The total cost of fingerprinting will be $33.00 for each set of fingerprints taken by Fidelifacts and submitted
to the Exchange for processing. The fee includes $7.50 charged by Fidelifacts for taking each set of prints, a
$24.00 FBI processing fee and an Exchange fee of $1.50. The total fee of $33.00 will be billed directly to the
member or member organization.

3. Fingerprints Previously Submitted

Members and Floor employees who have previously submitted fingerprints to the Exchange must complete
the attached form (see Exhibit B) and submit the form to Maureen O'Donnell of the Exchange staff, 20 Broad
Street, 22nd Floor by May 9, 1994 to verify that fingerprints have already been cleared and need not be
resubmitted. If substantiation of prior fingerprinting cannot be made, the member or Floor employee will be
required to be fingerprinted.

4. Submission of Form U-4

Members and member organizations are required to submit a completed Form U-4 on behalf of all their
current Floor employees to the Exchange's Qualifications and Registration Department, 20 Broad Street,
22nd Floor, by June 23, 1994. Discharge or termination of employment of any Floor employee must be
reported to the Exchange by the members or member organization on the Uniform Termination Notice of
Securities Industry Registration (“ Form U-5”). Copies of Forms U-4 and U-5 (along with fingerprint forms)
will be available at the Money Desk on the Floor, Membership Services at 20 Broad Street, 18th Floor
and from the Receptionist at 20 Broad Street, 22nd Floor.

Form U-4 for new Exchange members will continue to be filed with Membership Services.

5. Temporary Floor Employees

Temporary Floor employees (i.e., temporary Floor clerks) will be subject to the same requirements as all
the other Floor employees with respect to fingerprinting and submission of Form U-4. It is suggested that
members and member organizations submit fingerprints and file Form U-4 for all prospective temporary clerks
so that there will be no delay in admittance to the Floor when required. TEMPORARY CLERKS WILL NOT
BE PERMITTED ON THE FLOOR IF THEY HAVE NOT HAD FINGERPRINTS AND FORM U-4 SUBMITTED
TO THE EXCHANGE.

* * * *

Failure to submit fingerprints and file Forms U-4 and U-5 on a timely basis could subject members, member
organizations and Floor employees to disciplinary action under Exchange Rule 476.
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* * * *

3. STATUTORY DISQUALIFICATIONS

Statutory disqualifications, as defined in Section 3(a)(39) of the Securities Exchange Act of 1934, generally
describes certain conduct or actions which would prohibit a person from becoming associated or continuing
association with a broker or dealer. Members and member organizations should review the law and
regulations to determine their statutory responsibilities.

Members and member organizations are reminded that Exchange Rule 346(f) requires prior approval by the
Exchange for the initial or continued association with a member or member organization of any statutorily
disqualified person. This prior approval is required for both registered and non-registered employees,
regardless of the nature of their duties performed. Any employment application for a prospective employee
disclosing a criminal conviction should be carefully reviewed by the member or member organization to
determine whether such conviction falls within the definition of a statutory disqualification. A review should
also be conducted when a Department of Justice fingerprint report is returned disclosing an arrest record.
Underlying documents concerning the charges, disposition of any arrest record, and /or conviction should be
obtained by the member or member organization for review and verification.

Questions concerning statutory disqualifications and requests for the approval of any statutorily disqualified
person, should be addressed to the attention of Peggy L. Germino, Supervisor, Qualifications and
Registration [(212) 656-8450], 20 Broad Street, 22nd Floor, New York, NY 10005.

Any other questions concerning this memorandum may be directed to Maureen O'Donnell at 656-2228 or
John Senkewich at 656-6062.

Salvatore Pallante

Senior Vice President

A. Exhibit A

Additions Underscored

Deletions [brackets]

35. Rule 35 - Floor Employees to be Registered

… Supplementary Material:

50. .50 Applications for Registration - Registration applications for all employees of members and member
organizations for admission to the Floor shall be submitted to the Exchange on the Uniform Application for
Securities Industry Registration or Transfer (Form U-4).

60. .60 Fingerprinting - All Floor employees of members and member organization and all employees of
members and member organizations who have submitted registration applications for admission to the Floor
are required to be fingerprinted and to submit, or cause to be submitted, such fingerprints to the Exchange for
identification and appropriate processing.

301. Rule 301 - Proposed Transfer or Lease of Membership

… Supplementary Material:

[.21]

20. .20 Bids and Offers - Memberships. (No change in text).

[.22]

21. .21 Deposits - Indemnity agreement. (No change in text).
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[.23]

22. .22 Application for membership. - In making application for membership, a candidate is required to sign
a personal statement, on a form prescribed by the Exchange, giving, among other things, complete details
as to [his] business history. [He must] A candidate who will be active on the Floor will be required to arrange
with the Medical Clinic located in the Exchange building for a physical examination. [He must] A candidate
may also be required to present letters of recommendation from at least three responsible persons other than
those persons referred to in .24 below.

23. .23 Fingerprinting - Every member and every applicant for membership is required to be fingerprinted
and to submit such fingerprints, or cause the same to be submitted to the Exchange for identification and
appropriate processing.

B. Exhibit B

M1. FINGERPRINT ATTESTATION FORM - MEMBER

I hereby attest that I have previously submitted a set of my fingerprints to the Exchange for clearance.

                                                      __________________

                                                          Signature

Check One

    Sole Proprietor

    Affiliated with __________________________

                   (Name of Member Organization)

Please give approximate date that fingerprints were submitted. ______________________

    Print Name                                               Social Security #

C2. FINGERPRINT ATTESTATION FORM - CLERKS

                                                Approximate Date When Fingerprints

   Name of Employees   Social Security Number   Were Submitted

I hereby attest that the above named clerks currently employed by me or by my member organization have
been previously fingerprinted and such prints were submitted to the Exchange for clearance.

                                                      Signature
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                                                      Print Name

Check One

    Sole Proprietor

    Affiliated with __________________________

                   (Name of Member Organization)

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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April 25, 1994

  

Member Firm Regulation

 TO: Members, Member Organizations and Subscribers

ATTENTION: Chief Executive, Financial, Operations and Compliance/Legal Officers/Partners

SUBJECT: Electronic Publication of NYSE Rules, Information Memoranda and Interpretation Handbook by
Compliance International, Inc.

Commencing in April, 1994, Compliance International, Inc. will offer New York Stock Exchange Rules and
Information Memoranda (from 1986 to present) as part of their computerized C-TEXT software system. The
NYSE Interpretation Handbook will also be available on C-TEXT shortly.

For further information, contact Compliance International, Inc., 28 Bloomfield Avenue, Pine Brook, NJ 07058.
Their phone and fax numbers are (201) 808-0955 and (201) 808-0664, respectively.

The Exchange Constitution and Rules as well as Information Memoranda and the Interpretation Handbook
will continue to be published in hard copy.

Salvatore Pallante

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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April 25, 1994

  

Enforcement

 TO: All Members and Member Organizations

ATTENTION: Compliance Officer and Legal Department

SUBJECT: Expanded Disclosures to the Central Registration Depository

In Release No. 34-3844 dated March 31, 1994, the SEC approved an Exchange proposal to provide
information to the Central registration Depository (CRD) concerning pending NYSE disciplinary proceedings.

Effective today, the Exchange will report to the CRD each pending formal disciplinary proceeding initiated by
the Division of Enforcement of the Exchange as well as significant changes in the status of a pending formal
disciplinary proceeding during the pendancy of such a proceeding including the issuance of a decision by an
Exchange hearing panel, the filing of an appeal to the Exchange Board of Directors, and the issuance of a
decision by the Board.

The action announced today by the Exchange does not relieve members and member organizations and
their associated persons of their current reporting obligations pursuant to Exchange and SEC rules and
regulations, including Form U-4 and Form BD reporting requirements.

Any questions with respect to this Information Memo may be directed to Bruce Davis, Assistant Vice
President in the Division of Enforcement, at (212) 656-3929.

David P. Doherty

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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April 18, 1994

  

Market Surveillance

 TO: All Members and Member Organizations

SUBJECT: Odd-Lot Trading Practices

In February, 1991 the Exchange introduced the new odd-lot limit order service, affording member and
member organizations' customers pricing benefits through the elimination of the differential charge on odd-
lot limit orders. This change was intended to provide an inexpensive and efficient order execution system
compatible with traditional odd-lot investing practices of smaller investors. The odd-lot limit order system is
not viewed as, and cannot be used as, a professional trading vehicle.

At the time of introduction, the Exchange noted the possibility that the odd-lot limit order service could
be abused through trading practices which are not consistent with traditional odd-lot investing practices.
Specifically, unbundling of round-lots; failure to aggregate odd-lot orders into round-lots; entry of both buy and
sell odd-lot limit orders for purposes of capturing the spread in the stock; and order entry practices intended to
circumvent the round-lot auction market were prohibited. (See Information Memo No. 91-29, July 25, 1991.)

Other types of odd-lot limit trading which also are inconsistent with traditional odd-lot investment activity,
including index arbitrage, other types of program trading or any pattern of activity that would suggest day
trading, - not including PRL's (part of round-lots) - may not utilize the odd-lot limit order service. Examples
of this latter practice could include among other things, entering multiple odd-lot limit orders to buy and sell
the same security on the same day or limit orders to buy and sell a group of stocks on the same day where
it appears or is established that the intent is to capture the spread in these stocks by buying on the bid and

selling on the offer. 1   Such trading would not be precluded from using the odd-lot system if (rather than
limit) odd-lot market orders were utilized. In addition, odd-lot limit orders may be entered in conjunction with a
program trade where such orders consist in the aggregate of a relatively small part of the overall program.

Member organizations must establish appropriate systems to monitor odd-lot activity to ensure that the above
practices and other activities not consistent with traditional odd-lot investing practices do not occur. Should
such trading activity occur involving the odd-lot limit order service, the Exchange intends to take regulatory
action. Questions concerning odd-lot trading may be directed to Arnold Kotler, Market Surveillance Division
(212) 656-6543.

Robert J. McSweeney

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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1  It is recognized that some types of buying and selling on the same day may be appropriate. For
example, a customer may buy stock using an odd-lot limit order and then enter a stop loss sell order
against that position.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

819

http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 94-13

Click to open document in a browser

April 7, 1994

  

Market Surveillance

 PLEASE NOTE THAT LIMIT-AT-THE-CLOSE (“LOC”) ORDERS WILL BE PERMITTED IN FIVE STOCKS
ON A PILOT BASIS. LOC ORDERS MAY ONLY BE ENTERED AFTER 3:40 P.M. TO OFFSET A
PUBLISHED IMBALANCE AND CANNOT BE CANCELLED ON EXPIRATION DAYS

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Revised Procedures for Handling Market-on-Close Orders on
April 15, 1994 (“Expiration Friday”)

1. As previously announced in Information Memo 94-12, the Securities Exchange Commission has approved
use of limit-at-the-close orders (LOC) in five pilot stocks: DD, MRK, PEP, T and WMT. The new Rule will be in
effect on every trading day beginning with April 15, 1994, which is also expiration Friday. Detailed discussion
is on Page 3 of this Information Memo.

•AUXILIARY OPENING PROCEDURES WILL BE IN EFFECT THIS MONTH AND EVERY MONTH FOR
SELECTED MIDCAP STOCKS AS WELL AS REGULAR PILOT STOCKS.

•NO MOC ORDERS RELATED TO A STRATEGY INCLUDING ANY STOCK INDEX FUTURES, STOCK
INDEX OPTIONS OR OPTIONS ON STOCK INDEX FUTURES IN EXPIRING CONTRACTS MAY BE
ENTERED AFTER 3:40 P.M. IN ANY STOCK. FLOOR BROKERS REPRESENTING SUCH ORDERS MUST
INDICATE THEIR MOC INTEREST TO THE SPECIALIST BY 3:40 P.M.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:40 P.M. IN ANY STOCK.

•AS SOON AS PRACTICABLE, AFTER 3:40 P.M., A SINGLE PUBLICATION OF MOC ORDER
IMBALANCES OF 50,000 SHARES OR MORE WILL BE PUBLISHED IN THE PILOT STOCKS.

•AFTER 3:40 P.M. IN THE PILOT STOCKS, MOC ORDERS MAY ONLY BE ENTERED TO OFFSET
PUBLISHED IMBALANCES.

2. DETAILED DISCUSSION IS PROVIDED ON THE FOLLOWING PAGES.

The April 15, 1994 expiration Friday Pilot stock lists are attached. Please note that only opening procedures
apply to the Midcap-related list.

3. OPENING PROCEDURES

For each monthly expiration, several auxiliary procedures are necessary to integrate stock orders relating to
expiring contracts into NYSE's opening procedures in a manner that assures an efficient market opening in
each stock as close to 9:30 a.m. as possible. The auxiliary opening procedures applicable on April 15, 1994
are:

1. Order Entry

Stock orders relating to index contracts whose settlement pricing is based upon the April 15, 1994 opening
prices must be received by SuperDot or by the specialist by 9:00 a.m.
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- These orders may be cancelled or reduced in size. 1 

- Stock orders relating to index contracts whose settlement pricing is not based upon the April 15, 1994
opening prices may be entered after 9:00 a.m.

To facilitate early order entry, SuperDot (1) will begin accepting orders at 7:30 a.m. and (2) will accept market
orders of 30,099 shares or less.

“Limit-at-the-opening” (“limit OPG”) orders are permitted, including delivery through Exchange systems.

- Ordinary limit orders may also be entered.

2. Order Identification

Stock orders relating to opening-price settling contracts must be identified “OPG.”

- Firms entering these orders through SuperDot, but unable to identify orders as “OPG”, may use a unique
branch code or firm identifier (mnemonic) to identify these orders. The NYSE Market Surveillance Division (11
Wall Street, 10th Floor) must be advised of the branch code or identifier by April 18, 1994.

- Firms unable to identify these orders in either way, and firms not using SuperDot, must submit a list of all
these orders and related details to the NYSE Market Surveillance Division by April 18, 1994.

3. Dissemination of Order Imbalances

For any of the pilot stocks and for ten selected S&P MidCap 400 Index stocks (lists attached) having a market
order imbalance of 50,000 shares or more at 9:00 a.m., the NYSE will disseminate the size of the order
imbalance via the low-speed ticker and the news services as promptly as practicable after 9:00 a.m.

4. Dissemination of Indications

Except for the auxiliary procedures described above, all stocks, including the pilot stocks and selected
MidCap stocks, are subject to the regular NYSE opening procedures, including price indications where a
substantial price change is anticipated. Dissemination of an indication is mandatory for an opening which
will result in a price change constituting the lesser of 10% or three points from the prior NYSE close, or five
points if the previous close is $100 or higher, unless the price change is less than one point. Fifteen minutes
must elapse between a first indication and a stock's opening. However, when more than one indication is
necessary, a stock may open (1) five minutes after the last indication when it overlaps the prior indication
(e.g., 51 - 53 overlaps 50 - 52, but does not overlap 53 - 55) and (2) ten minutes after the last indication when
it does not overlap the prior indication, provided that 15 minutes must have elapsed from the dissemination of
the first indication.

4. PROCEDURES RELATING TO THE CLOSE

1. Limit-At-The-Close (“LOC”) Orders

As previously announced, the LOC pilot will commence on April 15, 1994. The new pilot is integrated with
expiration Friday policy.

Current procedures require MOC imbalances of 50,000 shares or more in the pilot stocks to be published on
the tape as soon as practicable after 3:40 p.m. on expiration days, including expiration Fridays. LOC orders
may be entered only if imbalances have been published in DD, MRK, PEP, T, or WMT and must be entered
by 3:55 p.m. On expiration days, LOC orders are irrevocable once entered, except in the case of legitimate
error.

An LOC order is one that is entered for execution at the closing price provided that the closing price is at or
within the limit specified. LOC orders may be entered only to offset published imbalances of market-on-close
(“MOC”) orders. They are prioritized on the specialist's book by time of entry and go behind all other orders

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

821

http://researchhelp.cch.com/License_Agreement.htm


on the specialist's book at that price. LOC orders with prices that are better than the closing prices in the
subject security are guaranteed an execution, unless there is a trading halt in the security. LOC orders at the
closing price are executed in order of time priority with respect to other LOC orders, but are not guaranteed
an execution.

2. Market-On-Close Orders

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. Applicable MOC orders
are those relating to a strategy involving any stock index futures, stock index options, or options on stock
index futures, in all stocks. These procedures have been filed as a rule with the SEC.

The cut-off time is 3:40 p.m. for the entry of MOC orders that relate to a strategy including any expiring stock
index futures, stock index options or options on stock index futures. This requirement applies to all stocks
involving such a strategy, not just pilot stocks. Floor brokers representing such orders must indicate their
MOC interest to the specialist by 3:40 p.m. These closing procedures will be implemented with the April 15,
1994 expiration.

3. Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

4. Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:40 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will continue to be permitted after 3:40 p.m.

5. Special Procedures on Limitation of Entry of Orders and Publication of Imbalances in Pilot Stocks

You must, as stated above and required for all stocks, enter all MOC orders, in positions relating to a strategy
involving any expiring stock index futures, stock index options, or options on stock index futures, by 3:40 p.m.
eastern time. In addition, as described below, there are special procedures for publication of imbalances, that
are applicable only to pilot stocks (see attached lists). It should be noted that pursuant to the newly amended
Rule 13, limit-at-the-close orders in the LOC pilot stocks only may be entered for execution on the close, in
addition to market-on-close orders.

As soon as possible after 3:40 p.m., the Exchange will publish on the tape any imbalance of MOC orders
of 50,000 shares or more that existed at 3:40 p.m. in those pilot stocks. This will be the only MOC order
imbalance publication. If a “No Imbalance” notice is published in a pilot stock, no MOC or LOC orders will
be permitted in that stock. While MOC orders previously entered may be cancelled or reduced in size until
3:40 p.m., once a publication of an imbalance in a pilot stock has been made, any MOC or LOC orders
subsequently entered in such pilot stock will be accepted only to trade on the opposite side of the market in
relation to such published imbalance. The liquidation of positions relating to a strategy involving any stock
index futures, stock index options, or options on stock index futures using MOC orders entered after 3:40 p.m.
is not permitted, even if such orders might offset net reported imbalances.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

822

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE116.40/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE13/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


Due to cancellations or reductions and entry of offsetting MOC or LOC orders, the imbalance of MOC orders
published as of 3:40 p.m. may not reflect the imbalance that exists at the close.

The procedures stated in this section relate only to the pilot stocks. Regular procedures, including revised
procedures for all stocks that are stated on Pages One through Four, will apply to all other listed securities.

6. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The specialist may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they may be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

7. “G” Orders

Proprietary orders represented pursuant to Section 11(a) (1) (G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a) (1) (G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

80A. Rule 80A

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on the last trade date prior to each month's expiration.

8. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a) (2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
David Leibowitz at (212) 656-4588.
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Robert J. McSweeney

Senior Vice President

                            

Attachments

           

5. Expiration Friday Pilot Stocks - April 15, 1994

   ABT        ABBOTT LABORATORIES

   AXP        AMERICAN EXPRESS COMPANY

   AHP        AMERICAN HOME PRODUCTS CORPORATION

   AIG        AMERICAN INTERNATIONAL GROUP INC.

   T          AMERICAN TELEPHONE AND TELEGRAPH

   AIT        AMERITECH CORP.

   AN         AMOCO CORPORATION

   *BUD       ANNHEUSER BUSCH COMPANIES INC.

   ARC        ATLANTIC RICHFIELD COMPANY

   BEL        BELL ATLANTIC CORPORATION

   BLS        BELLSOUTH CORPORATION
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   BA         BOEING COMPANY

   BMY        BRISTOL MYERS SQUIBB COMPANY

   CHV        CHEVRON CORPORATION

   C          CHRYSLER CORP.

   CCI        CITICORP

   KO         COCA-COLA COMPANY

   DOW        DOW CHEMICAL COMPANY

   DD         DU PONT COMPANY

   EK         EASTMAN KODAK COMPANY

   LLY        ELI LILLY AND COMPANY

   XON        EXXON CORPORATION

   FNM        FEDERAL NATIONAL MORTGAGE ASSOCIATION

   F          FORD MOTOR COMPANY

   GE         GENERAL ELECTRIC COMPANY

   GM         GENERAL MOTORS CORPORATION

   GTE        GTE CORPORATION
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   HWP        HEWLETT-PACKARD COMPANY

   HD         HOME DEPOT INC.

   IBM        INTERNATIONAL BUSINESS MACHINES CORP.

   IP         INTERNATIONAL PAPER COMPANY

   JNJ        JOHNSON AND JOHNSON

   MCD        MCDONALDS CORPORATION

   MRK        MERCK AND COMPANY INC.

   MMM        MINNESOTA MINING AND MANUFACTURING

   MOB        MOBIL CORPORATION

   MOT        MOTOROLA INC.

   NYN        NYNEX CORPORATION

   PAC        PACIFIC TELESIS GROUP

   PEP        PEPSICO INC.

   PFE        PFIZER INC.

   MO         PHILIP MORRIS COS. INC.

   PG         PROCTER AND GAMBLE COMPANY
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   RD         ROYAL DUTCH PETROLEUM COMPANY

   S          SEARS ROEBUCK COMPANY

   SBC        SOUTHWESTERN BELL CORPORATION

   TX         TEXACO INC.

   *TWX       TIME WARNER INC.

   UN         UNILEVER N.V. ORD SHARES

   USW        U.S. WEST INC.

   WMT        WAL-MART STORES INC.

   DIS        WALT DISNEY COMPANY

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of March 31, 1994
and the 20 Major Market Index stocks. The indicated (*) stocks have been added to the list. BAC and COL
have been deleted.

           

6. MidCap Index Expiration Friday Stocks - April 15, 1994

   BK         Bank of New York Company, Inc.

   *CU        CUC International Inc.

   EMC        EMC Corporation

   FBS        First Bank System Inc.
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   GME        General Motors Corp. Class E

   IGT        International Game Technology

   *MU        Micron Technology Inc.

   MS         Morgan Stanley Group Inc.

   LUV        Southwest Airlines Company

   UNH        United Healthcare Corporation

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of March 31,
1994. The indicated (*) stocks have been added to the list. CS and BEN have been deleted.

          

7. Limit-at-the-Close (LOC) Pilot Stocks as of April 15, 1994

   T          American Telephone and Telegraph Co.

   DD         E.I. Dupont DeNemours & Co.

   MRK        Merck and Co., Inc.

   PEP        Pepsico, Inc.

   WMT        Wal-Mart Stores, Inc.

8. MEMORANDUM

Date: April 8, 1994

To: All Floor Members

From: Floor Official Education

Subject: Frequently A sked Questions About “Expiration Friday” Market-on-Close (MOC) Orders

1. Openings
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1Q. Can “limit at the opening” (“limit OPG”) orders be entered in the stocks that are not among the
stocks included in the pilot?

1A. “Limit OPG” orders are permitted on expiration Friday. Unexecuted “limit OPG” orders are cancelled after
the opening transaction. “Limit-at-the-close” orders are not permitted at any time.

2Q. When can specialists obtain an OARS status request?

2A. At any time after 7:30 a.m., in any stock. (Specialists should review OARS inquiry, freeze and opening
procedures to avoid problems.)

3Q. Must specialists wait until 9:27 a.m. to start the ITS pre-opening application?

3A. No. ITS Pre-Opening notifications may be issued beginning at 9:00 a.m.

4Q. Are “G” orders to sell short at the market handled differently at the opening than at the close on
expiration day?

4A. Yes, “G” short market orders are covered by two different procedures. At the opening they are handled
as they are on any other day. “G” short market orders must yield to all public limit orders at the lowest valid
short tick. At any higher price the “G” shorts need not yield. At the close, “G” market shorts must yield to all
limit orders at the sale price, even if that price is higher than the first valid short tick.

5Q. How should specialists and Floor Officials handle requests to “hold the opening” in the pilot
stocks?

5A. The Exchange has added auxiliary and early procedures with the express purpose of providing a prompt
opening in all stocks, not just the 50 pilot stocks. Brokers should be told to have their opening interest
represented by 9:30 a.m., and assuming adequate pricing information re: substantial disparity from the close,
all stocks should be opened as quickly after 9:30 as possible.

2. MOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

2A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

   1. Example #1   200,000 buy MOC

                    50,000 sell MOC

                    50,000 sell plus MOC

                    25,000 buy minus MOC
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In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

   2. Example #2   100,000 sell MOC

                    50,000 buy MOC

                    25,000 buy minus MOC

                    25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000−B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

3Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4-1/2 - last sale 20 3/8

3A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus or sell
short order would go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the
other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus or
sell short order would go ahead of the 20 1/2 limit sell orders on the book because it should be treated like a
market order. Similarly, a market-on-close buy minus order would be treated as a limit order if the last sale
was on a “plus” or “zero plus”, going behind any buy orders limited at 20 1/4. If the last sale was on a “minus”
or “zero minus” tick, the market-on-close buy minus order would be treated as a market order and executed
ahead of 20 1/4 limit buy orders on the book.

4Q. Are MOC “short” at-the-close orders permitted?

4A. Firms may enter “short” MOC orders.

5Q. Are limit-at-the-close (LOC) orders permitted?

5A. LOC orders may be entered only in the stocks specifically identified for participation in the LOC pilot.

6Q. Should brokers in the Crowd give the specialist their orders prior to the final bell? How should
they be handled by the specialist?

6A. Yes. In the pilot stocks, any brokers in the Crowd handling orders relating to strategies should give their
orders to the specialist by 3:40 p.m., to allow the specialist to arrange a closing price. Such orders should be
handled like “love” orders on the opening.

7Q. Can MOC orders be entered in the pilot stocks if a “No Imbalance” notice is published at 3:40
p.m.?

7A. No MOC orders may be entered if a “No Imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.
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April 5, 1994

  

Market Surveillance.

 TO: All Members and Member Organizations/Chief Operating Officers

SUBJECT: Limit-at-the-Close (“LOC”) Orders

The Securities and Exchange Commission has recently approved amendments to Exchange Rule 13
adopting a new limit-at-the-close (“LOC”) order. These amendments have been approved as a 15-month pilot,
which will be implemented on a gradual basis in the expiration day “pilot stocks”, beginning on April 15, 1994.
Initially, LOC orders will be permitted only in the following five stocks: American Telephone and Telegraph
Co. (T); E.I. Dupont De Nemours & Co. (DD); Merck and Co., Inc. (MRK); PepsiCo, Inc. (PEP); and Wal-Mart
Stores, Inc. (WMT). The Exchange will inform the membership whenever additional stocks are added to the
pilot.

An LOC order is one that is entered for execution at the closing price, provided that the closing price is at
or within the limit specified. LOC orders may be entered only to offset published imbalances of market-at-
the-close (“MOC”) orders. They are prioritized on the specialist's book by time of entry and go behind all
other orders on the specialist's book at that price. LOC orders with prices that are better than the closing
prices in the subject security are guaranteed an execution, unless there is a trading halt in the security. LOC
orders at the closing price are executed in order of time priority with respect to other LOC orders, but are not
guaranteed an execution.

Current procedures require MOC imbalances of 50,000 shares or more in the pilot stocks to be published
on the tape as soon as practicable after 3:40 p.m. on expiration days (that is expiration Fridays and the last
trading day of the calendar quarter) and as soon as practicable after 3:40 p.m. on all other trading days. LOC
orders may be entered only after such imbalances have been published and must be entered by 3:55 p.m. On
expiration days LOC orders are irrevocable once entered, except in the case of legitimate error.

Questions concerning any matters discussed in this Information Memo may be addressed to Arthur Harris
(212) 656-6884 or Bob Flynn (212) 656-6075.

Robert J. McSweeney

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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March 28, 1994

  

Member Firm Regulation

PLEASE ROUTE TO FINANCIAL AND OPERATIONS OFFICERS/PARTNERS AND COMPLIANCE DEPARTMENTS

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: MANAGING PARTNER/CHIEF EXECUTIVE OFFICER, SPECIALISTS, AND SPECIALIST
UNITS

SUBJECT: AMENDMENTS TO SEA RULE 15c3-1 SPECIALIST EXEMPTIONS

The SEC has approved net capital rule amendments to SEA Rule 15c3-1 (“the Rule”) that, effective April 1,
1994, eliminate the exemption under subparagraph (b)(1), for exchange equity and options specialists doing
business only as equity and/or options specialist and will now subject them to the requirements of the Rule
(SEA Release No. 34-32737). Under the amendments, the exemption provisions of subparagraph (b)(1) of
the Rule will only apply to option market makers.

Further, subparagraph (c)(2)(vi)(N) has been added which provides an exemption from haircuts and undue
concentration charges on the specialty securities positions of specialists that limit their business to that
of a specialist. However, for equity specialists entitled to this exemption, the haircut charges on specialty
securities will be required to be taken for purposes of determining limitations on the withdrawal of equity
capital under subparagraph (e) and the repayment or prepayment of subordinations under Appendix D of the
net capital rule, as well as, for reporting purposes on FOCUS reports.

Subparagraph (c)(2)(vi)(N) also includes a provision that only applies for a specialist that is solely an options
specialist. Specifically, for paragraph (e) purposes, the term “net capital” shall be deemed to mean net capital
before the application of paragraph (c)(2)(vi) or Appendix A (haircuts on securities and options). Also, “excess
net capital” shall be deemed to be the amount of net capital, before the application of paragraph (c)(2)(vi) or
Appendix A, in excess of the amount of net capital required under paragraph (a).

Broker-dealers carrying the accounts of options specialists and market makers continue to be subject to the
provisions of subparagraph (c)(2)(x).

Broker-dealers subject to the Rule are required to have and maintain sufficient net capital at all times and
to compute net capital at least once a month under SEA Rule 17a-3 (a)(11). In addition, all subordinated
loans must conform with SEA Rule 15c3-1 Appendix D and be approved by the Exchange prior to becoming
effective.

Specialist organizations affected by this rule change should commence filing FOCUS reports with the April
1994 reporting period. Specialist organizations that clear their own transactions are required to file FOCUS
Part II monthly. The April report is due by May 24, 1994. Non-clearing specialist organizations are required to
file Part IIA quarterly. The June report is due by July 25, 1994. The Interpretation Handbook will be updated
after these amendments become effective.

Any questions concerning this memo should be directed to your Finance Coordinator.

Raymond J. Hennessy

Vice President
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March 23, 1994

  

Market Surveillance

 PLEASE PAY SPECIFIC ATTENTION TO QUARTERLY INDEX EXPIRATION MOC PROCEDURES
LISTED BELOW

PLEASE NOTE THAT QUARTERLY MOC PROCEDURES PROVIDE THAT MOC ORDERS IN ALL
STOCKS PERTAINING TO INDEX STRATEGIES RELATING TO EXPIRING CONTRACTS MUST BE
IN BY 3:40 P.M. THERE WILL BE ONLY ONE IMBALANCE NOTIFICATION. NO CANCELLATIONS OF
MOC ORDERS IN ANY STOCKS ARE PERMITTED AFTER 3:40 P.M. SEE PAGES 2 THROUGH 4 FOR
DETAILS.

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Revised Procedures for Handling Market-on-Close Orders on Thursday, March 31, 1994
(“Quarterly Index Expiration”)

1. QUARTERLY INDEX EXPIRATIONS

IMPORTANT MOC PROCEDURES RELATING TO END-OF-QUARTER EXPIRING OPTIONS HAVE BEEN
APPROVED BY THE SEC FOR IMPLEMENTATION ON THE MARCH 31, 1994 EXPIRATION. THEY PROVIDE THAT:

•NO MOC ORDERS RELATED TO A STRATEGY INCLUDING ANY STOCK INDEX OPTIONS IN EXPIRING
CONTRACTS MAY BE ENTERED AFTER 3:40 P.M. IN ANY STOCK. FLOOR BROKERS REPRESENTING
SUCH ORDERS MUST INDICATE THEIR MOC INTEREST TO THE SPECIALIST BY 3:40 P.M.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:40 P.M. IN ANY STOCK.

•THERE WILL BE AN IMBALANCE PUBLICATION AT 3:40 P.M. IN THE PILOT STOCKS ONLY.

DETAILED DISCUSSION IS PROVIDED BELOW.

2. PROCEDURES RELATING TO THE CLOSE

Procedures for MOC orders are used for each quarterly index expiration. Applicable MOC orders are those
relating to a strategy involving any stock index options in all stocks. These procedures have been filed as a
rule with the SEC.

The cut-off time is 3:40 p.m. for the entry of MOC orders that relate to a strategy including any expiring stock
index options. This requirement applies to all stocks, not just pilot stocks. Floor brokers representing such
orders must indicate their interest to the specialist by 3:40 p.m.

1. Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.
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In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

2. Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:40 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will be permitted after 3:40 p.m.

3. Special Procedures on Limitation of Entry of Orders and Publication of Imbalances in Quarterly Pilot Stocks

You must, as stated above and required for all stocks, enter all MOC orders, in positions relating to a strategy
involving any expiring stock index options by 3:40 p.m. eastern time. In addition, as described below, there
are special limitations regarding the subsequent entry of orders, and special procedures for publication of
imbalances, that are applicable only to pilot stocks (see attached list). It should be noted that, pursuant to
Rule 13, an order for execution at the close may only be entered for execution at-the-market; “limit-at-the-
close” orders are not permitted.

As soon as possible after 3:40 p.m., the Exchange will publish on the tape any imbalance of MOC orders
of 50,000 shares or more that existed at 3:40 p.m. in those pilot stocks. This will be the only MOC order
imbalance publication. If a “No Imbalance” notice is published in a pilot stock, no MOC orders will be
permitted in that stock. While MOC orders previously entered may be cancelled or reduced in size until 3:40
p.m., once a publication of an imbalance in a pilot stock has been made, any MOC orders subsequently
entered in such pilot stock will be accepted only to trade on the opposite side of the market in relation to
such published imbalance. The liquidation of positions relating to a strategy involving any stock index options
using MOC orders entered after 3:40 p.m. is not permitted, even if such orders might offset net reported
imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:40 p.m. may not reflect the imbalance that exists at the close.

The procedures stated in this section relate only to the quarterly pilot stocks. Regular procedures, including
revised procedures for all stocks that are stated on Pages Two and Three, will apply to all other listed
securities.

4. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they may be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

5. “G” Orders

Proprietary orders represented pursuant to Section 11(a) (1) (G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
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order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a) (1) (G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

80A. Rule 80A

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies on the last trade date prior to each quarter's expiration as
well as on regular, monthly expiration Fridays.

6. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a) (2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Arthur O. Harris at (212) 656-6884 or Mr.
David Leibowitz at (212) 656-4588.

Robert J. McSweeney

Senior Vice President

                            

Attachments

          

3. Quarterly Index Expiration Pilot Stocks - March 31, 1994

   ABT       ABBOTT LABORATORIES

   AXP       AMERICAN EXPRESS COMPANY
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   AHP       AMERICAN HOME PRODUCTS CORPORATION

   AIG       AMERICAN INTERNATIONAL GROUP INC.

   T         AMERICAN TELEPHONE AND TELEGRAPH

   AIT       AMERITECH CORP.

   AN        AMOCO CORPORATION

   ARC       ATLANTIC RICHFIELD COMPANY

   BAC       BANKAMERICA CORPORATION

   BK        BANK OF NEW YORK, INC.

   BEL       BELL ATLANTIC CORPORATION

   BLS       BELLSOUTH CORPORATION

   *BA       BOEING COMPANY

   BMY       BRISTOL MYERS SQUIBB COMPANY

   *CS       CABLETRON SYSTEMS INC.

   CHV       CHEVRON CORPORATION

   C         CHRYSLER CORP.

   *CCI      CITICORP
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   KO        COCA-COLA COMPANY

   *COL      COLUMBIA HCA HEALTHCARE CORPORATION

   DOW       DOW CHEMICAL COMPANY

   DD        DU PONT COMPANY

   EK        EASTMAN KODAK COMPANY

   LLY       ELI LILLY AND COMPANY

   *EMC      EMC CORPORATION

   XON       EXXON CORPORATION

   FNM       FEDERAL NATIONAL MORTGAGE ASSOCATION

   *FBS      FIRST BANK SYSTEM INC.

   F         FORD MOTOR COMPANY

   BEN       FRANKLIN RESOURCES INC.

   GE        GENERAL ELECTRIC COMPANY

   GM        GENERAL MOTORS CORPORATION

   GME       GENERAL MOTORS CORP. CLASS E

   GTE       GTE CORPORATION
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   HWP       HEWLETT-PACKARD COMPANY

   HD        HOME DEPOT INC.

   IBM       INTERNATIONAL BUSINESS MACHINES CORP.

   IGT       INTERNATIONAL GAME TECHNOLOGY

   IP        INTERNATIONAL PAPER COMPANY

   JNJ       JOHNSON AND JOHNSON

   MCD       MCDONALDS CORPORATION

   MRK       MERCK AND COMPANY INC.

   MMM       MINNESOTA MINING AND MANUFACTURING

   MOB       MOBIL CORPORATION

   MS        MORGAN STANLEY GROUP INC.

   MOT       MOTOROLA INC.

   NYN       NYNEX CORPORATION

   PAC       PACIFIC TELESIS GROUP

   PEP       PEPSICO INC.

   PFE       PFIZER INC.
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   MO        PHILIP MORRIS COS. INC.

   PG        PROCTER AND GAMBLE COMPANY

   RD        ROYAL DUTCH PETROLEUM COMPANY

   S         SEARS ROEBUCK COMPANY

   LUV       SOUTHWEST AIRLINES COMPANY

   SBC       SOUTHWESTERN BELL CORPORATION

   TX        TEXACO INC.

   UN        UNILEVER N.V. ORD SHARES

   UNH       UNITED HEALTHCARE CORPORATION

   USW       U.S. WEST INC.

   WMT       WAL-MART STORES INC.

   DIS       WALT DISNEY COMPANY

The “quarterly pilot stocks” are the 50 highest capitalized stocks in the S&P 500 Index based on market
values as of March 4, 1994, any component stocks of the Major Market Index not included in this group, and
the 10 highest capitalized stocks of the S&P MidCap 400 Index, based on market values as of March 4, 1994.
The indicated (*) stocks have been added to the list since the last QIX pilot, and CMA, CU, KEY, PCG and
TWX have been deleted.

4. MEMORANDUM

Date: March 21, 1994

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Quarterly Index Expiration” Market-on-Close (MOC) Orders
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1. MOC Orders

Q. How do you determine the price at which to print the “stopped stock”?

A Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

A When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

           1. Example #1   200,000 buy MOC

                            50,000 sell MOC

                            50,000 sell plus MOC

                            25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

           2. Example #2   100,000 sell MOC

                            50,000 buy MOC

                            25,000 buy minus MOC

                            25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000−B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4-1/2 - last sale 20 3/8

A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus or sell short
order would go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the other
hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus or sell short
order would go ahead of the 20 1/2 limit sell orders on the book because it should be treated like a market
order. Similarly, a market-on-close buy minus order would be treated as a limit order if the last sale was on a
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“plus” or “zero plus”, going behind any buy orders limited at 20 1/4. If the last sale was on a “minus” or “zero
minus” tick, the market-on-close buy minus order would be treated as a market order and executed ahead of
20 1/4 limit buy orders on the book.

Q. Are limit at-the-close or MOC “short” at-the-close orders permitted?

A Limit at-the-close orders, where a specific price is indicated, are not allowed. Firms may enter “short” MOC
orders.

Q. Should brokers in the Crowd give the specialist their orders prior to the final bell? How should they
be handled by the specialist?

A Yes. In the pilot stocks, brokers in the Crowd handling strategy related orders should give their orders to
the specialist by 3:40 p.m., to allow the specialist to arrange a closing price. Such orders should be handled
like “love” orders on the opening.

Q. Can MOC orders be entered in the pilot stocks if “No imbalance” notice is published at 3:40 p.m.?

A No MOC orders may be entered if a “no imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index options.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

843

http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 94-9

Click to open document in a browser

March 11, 1994

  

Market Surveillance

 PLEASE NOTE THAT MOC PROCEDURES PROVIDE THAT MOC ORDERS IN ALL STOCKS
PERTAINING TO INDEX STRATEGIES WHICH RELATE TO EXPIRING CONTRACTS MUST BE IN BY
3:40 P.M. THERE WILL BE ONLY ONE MOC ORDER IMBALANCE NOTIFICATION. NO CANCELLATIONS
OF MOC ORDERS IN ANY STOCKS ARE PERMITTED AFTER 3:40 P.M.

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Revised Procedures for Handling Market-on-Close Orders on
March 18, 1994 (“Expiration Friday”)

•AUXILIARY OPENING PROCEDURES WILL BE IN EFFECT THIS MONTH AND EVERY MONTH FOR
SELECTED MIDCAP STOCKS AS WELL AS REGULAR PILOT STOCKS.

•NO MOC ORDERS RELATED TO A STRATEGY INCLUDING ANY STOCK INDEX FUTURES, STOCK
INDEX OPTIONS OR OPTIONS ON STOCK INDEX FUTURES IN EXPIRING CONTRACTS MAY BE
ENTERED AFTER 3:40 P.M. IN ANY STOCK. FLOOR BROKERS REPRESENTING SUCH ORDERS MUST
INDICATE THEIR MOC INTEREST TO THE SPECIALIST BY 3:40 P.M.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:40 P.M. IN ANY STOCK.

•AS SOON AS PRACTICABLE, AFTER 3:40 P.M., A SINGLE PUBLICATION OF MOC ORDER
IMBALANCES OF 50,000 SHARES OR MORE WILL BE PUBLISHED IN THE PILOT STOCKS.

•AFTER 3:40 P.M. IN THE PILOT STOCKS, MOC ORDERS MAY ONLY BE ENTERED TO OFFSET
PUBLISHED IMBALANCES.

DETAILED DISCUSSION IS PROVIDED ON THE FOLLOWING PAGES.

The March 18, 1994 expiration Friday Pilot stock lists are attached. Please note that only opening procedures
apply to the Midcap-related list.

1. OPENING PROCEDURES

For each monthly expiration, several auxiliary procedures are necessary to integrate stock orders relating to
expiring contracts into NYSE's opening procedures in a manner that assures an efficient market opening in
each stock as close to 9:30 a.m. as possible. The auxiliary opening procedures applicable on March 18, 1994
are:

1. Order Entry

Stock orders relating to index contracts whose settlement pricing is based upon the March 18, 1994 opening
prices must be received by SuperDot or by the specialist by 9:00 a.m.

- These orders may be cancelled or reduced in size. 1 

- Stock orders relating to index contracts whose settlement pricing is not based upon the March 18, 1994
opening prices may be entered after 9:00 a.m.
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To facilitate early order entry, SuperDot (1) will begin accepting orders at 7:30 a.m. and (2) will accept market
orders of 30,099 shares or less.

“Limit-at-the-opening” (“limit OPG”) orders are permitted, including delivery through Exchange systems.

- Ordinary limit orders may also be entered.

2. Order Identification

Stock orders relating to opening-price settling contracts must be identified “OPG.”

- Firms entering these orders through SuperDot, but unable to identify orders as “OPG”, may use a unique
branch code or firm identifier (mnemonic) to identify these orders. The NYSE Market Surveillance Division (11
Wall Street, 10th Floor) must be advised of the branch code or identifier by March 21, 1994.

- Firms unable to identify these orders in either way, and firms not using SuperDot, must submit a list of all
these orders and related details to the NYSE Market Surveillance Division by March 21, 1994.

3. Dissemination of Order Imbalances

For any of the pilot stocks and for ten selected S&P MidCap 400 Index stocks (lists attached) having a market
order imbalance of 50,000 shares or more at 9:00 a.m., the NYSE will disseminate the size of the order
imbalance via the low-speed ticker and the news services as promptly as practicable after 9:00 a.m.

4. Dissemination of Indications

Except for the auxiliary procedures described above, all stocks, including the pilot stocks and selected
MidCap stocks, are subject to the regular NYSE opening procedures, including price indications where a
substantial price change is anticipated. Dissemination of an indication is mandatory for an opening which
will result in a price change constituting the lesser of 10% or three points from the prior NYSE close, or five
points if the previous close is $100 or higher, unless the price change is less than one point. Fifteen minutes
must elapse between a first indication and a stock's opening. However, when more than one indication is
necessary, a stock may open (1) five minutes after the last indication when it overlaps the prior indication
(e.g., 51 - 53 overlaps 50 -52, but does not overlap 53 - 55) and (2) ten minutes after the last indication when
it does not overlap the prior indication, provided that 15 minutes must have elapsed from the dissemination of
the first indication.

2. PROCEDURES RELATING TO THE CLOSE

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. Applicable MOC orders
are those relating to a strategy involving any stock index futures, stock index options, or options on stock inde
x futures, in all stocks. These procedures have been filed as a rule with the SEC.

The cut-off time is 3:40 p.m. for the entry of MOC orders that relate to a strategy including any expiring stock
index futures, stock index options or options on stock index futures. This requirement applies to all stocks
involving such a strategy, not just pilot stocks. Floor brokers representing such orders must indicate their
MOC interest to the specialist by 3:40 p.m. These closing procedures will be implemented with the March 18,
1994 expiration.

1. Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.
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In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

2. Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:40 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will continue to be permitted after 3:40 p.m.

3. Special Procedures on Limitation of Entry of Orders and Publication of Imbalances in Pilot Stocks

You must, as stated above and required for all stocks, enter all MOC orders, in positions relating to a strategy
involving any expiring stock index futures, stock index options, or options on stock index futures, by 3:40 p.m.
eastern time. In addition, as described below, there are special limitations regarding the subsequent entry
of orders, and special procedures for publication of imbalances, that are applicable only to pilot stocks (see
attached lists). It should be noted that, pursuant to Rule 13, an order for execution at the close may only be
entered for execution at-the-market; “limit-at-the-close” orders are not permitted.

As soon as possible after 3:40 p.m., the Exchange will publish on the tape any imbalance of MOC orders
of 50,000 shares or more that existed at 3:40 p.m. in those pilot stocks. This will be the only MOC order
imbalance publication. If a “No Imbalance” notice is published in a pilot stock, no MOC orders will be
permitted in that stock. While MOC orders previously entered may be cancelled or reduced in size until 3:40
p.m., once a publication of an imbalance in a pilot stock has been made, any MOC orders subsequently
entered in such pilot stock will be accepted only to trade on the opposite side of the market in relation to such
published imbalance. The liquidation of positions relating to a strategy involving any stock index futures, stock
index options, or options on stock index futures using MOC orders entered after 3:40 p.m. is not permitted,
even if such orders might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:40 p.m. may not reflect the imbalance that exists at the close.

The procedures stated in this section relate only to the pilot stocks. Regular procedures, including revised
procedures for all stocks that are stated on Pages One through Four, will apply to all other listed securities.

4. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The specialist may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they may be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

5. “G” Orders

Proprietary orders represented pursuant to Section 11 (a) (1) (G) of the Securities and Exchange Act of
1934 (i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to
any order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).
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Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11 (a) (1) (G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

80A. Rule 80A

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on the last trade date prior to each month's expiration.

6. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9 (a) (2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
David Leibowitz at (212) 656-4588.

Robert J. McSweeney

Senior Vice President

                            

Attachments

          

3. Expiration Friday Pilot Stocks - March 18, 1994

   ABT    ABBOTT LABORATORIES

   AXP    AMERICAN EXPRESS COMPANY

   AHP    AMERICAN HOME PRODUCTS CORPORATION
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   AIG    AMERICAN INTERNATIONAL GROUP INC.

   T      AMERICAN TELEPHONE AND TELEGRAPH

   AIT    AMERITECH CORP.

   AN     AMOCO CORPORATION

   ARC    ATLANTIC RICHFIELD COMPANY

   BAC    BANKAMERICA CORPORATION

   BEL    BELL ATLANTIC CORPORATION

   BLS    BELLSOUTH CORPORATION

   BA     BOEING COMPANY

   BMY    BRISTOL MYERS SQUIBB COMPANY

   CHV    CHEVRON CORPORATION

   C      CHRYSLER CORP.

   CCI    CITICORP

   KO     COCA-COLA COMPANY

   *COL   COLUMBIA HCA HEALTHCARE CORPORATION

   DOW    DOW CHEMICAL COMPANY
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   DD     DU PONT COMPANY

   EK     EASTMAN KODAK COMPANY

   LLY    ELI LILLY AND COMPANY

   XON    EXXON CORPORATION

   FNM    FEDERAL NATIONAL MORTGAGE ASSOCIATION

   F      FORD MOTOR COMPANY

   GE     GENERAL ELECTRIC COMPANY

   GM     GENERAL MOTORS CORPORATION

   GTE    GTE CORPORATION

   HWP    HEWLETT-PACKARD COMPANY

   HD     HOME DEPOT INC.

   IBM    INTERNATIONAL BUSINESS MACHINES CORP.

   IP     INTERNATIONAL PAPER COMPANY

   JNJ    JOHNSON AND JOHNSON

   MCD    MCDONALDS CORPORATION

   MRK    MERCK AND COMPANY INC.
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   MMM    MINNESOTA MINING AND MANUFACTURING

   MOB    MOBIL CORPORATION

   MOT    MOTOROLA INC.

   NYN    NYNEX CORPORATION

   PAC    PACIFIC TELESIS GROUP

   PEP    PEPSICO INC.

   PFE    PFIZER INC.

   MO     PHILIP MORRIS COS. INC.

   PG     PROCTER AND GAMBLE COMPANY

   RD     ROYAL DUTCH PETROLEUM COMPANY

   S      SEARS ROEBUCK COMPANY

   SBC    SOUTHWESTERN BELL CORPORATION

   TX     TEXACO INC.

   UN     UNILEVER N.V. ORD SHARES

   USW    U.S. WEST INC.

   WMT    WAL-MART STORES INC.
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   DIS    WALT DISNEY COMPANY

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of March 4, 1994 and
the 20 Major Market Index stocks. The indicated (*) stock has been added to the list. TWX has been deleted.

          

4. MidCap Index Expiration Friday Stocks - March 18, 1994

   BK         Bank of New York Company, Inc.

   *CS        Cabletron Systems Inc.

   EMC        EMC Corporation

   *FBS       First Bank System Inc.

   BEN        Franklin Resources Inc.

   GME        General Motors Corp. Class E

   IGT        International Game Technology

   MS         Morgan Stanley Group Inc.

   LUV        Southwest Airlines Company

   UNH        United Healthcare Corporation

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of March 4,
1994. The indicated (*) stocks have been added to the list. CU and KEY have been deleted.

5. MEMORANDUM

Date: March 11, 1994

To: All Floor Members

From: Floor Official Education
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Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) Orders

1. MOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

2A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

           1. Example #1   200,000 buy MOC

                            50,000 sell MOC

                            50,000 sell plus MOC

                            25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

           2. Example #2   100,000 sell MOC

                            50,000 buy MOC

                            25,000 buy minus MOC

                            25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000−B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

3Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4-1/2 - last sale 20 3/8

3A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus or sell
short order would go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the
other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus or
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sell short order would go ahead of the 20 1/2 limit sell orders on the book because it should be treated like a
market order. Similarly, a market-on-close buy minus order would be treated as a limit order if the last sale
was on a “plus” or “zero plus”, going behind any buy orders limited at 20 1/4. If the last sale was on a “minus”
or “zero minus” tick, the market-on-close buy minus order would be treated as a market order and executed
ahead of 20 1/4 limit buy orders on the book.

4Q. Are limit at-the-close or MOC “short” at-the-close orders permitted?

4A. Limit at-the-close orders, where a specific price is indicated, are not allowed. Firms may enter “short”
MOC orders.

5Q. Should brokers in the Crowd give the specialist their orders prior to the final bell? How should
they be handled by the specialist?

5A. Yes. In the pilot stocks, any brokers in the Crowd handling orders relating to strategies should give their
orders to the specialist by 3:40 p.m., to allow the specialist to arrange a closing price. Such orders should be
handled like “love” orders on the opening.

6Q. Can MOC orders be entered in the pilot stocks if a “No Imbalance” notice is published at 3:40
p.m.?

6A. No MOC orders may be entered if a “No Imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 94-8

Click to open document in a browser

March 3, 1994

  

Member Firm Regulation

 PLEASE ROUTE TO FINANCIAL AND OPERATIONS OFFICER/PARTNER COMPLIANCE AND MARGIN
DEPARTMENTS

TO: MEMBERS, MEMBER ORGANIZATIONS AND HANDBOOK SUBSCRIBERS

ATTENTION: MANAGING PARTNER/CHIEF EXECUTIVE OFFICER

SUBJECT: LISTED MUNICIPAL BONDS

During the week of March 7, and beginning Tuesday, March 8, the New York Stock Exchange will be listing
41 State of California term bonds having a total par value of $3.3 billion. In connection therewith, we wish to
remind our member organizations that with respect to the clearance and settlement of transactions on the
Exchange in these issues, the rules of the Municipal Securities Rulemaking Board (“MSRB”) will apply.

Raymond J. Hennessy

Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 94-7

Click to open document in a browser

March 2, 1994

  

Member Firm Regulation

 PLEASE ROUTE TO FINANCIAL AND OPERATIONS OFFICER/PARTNER COMPLIANCE AND MARGIN
DEPARTMENTS

TO: MEMBERS, MEMBER ORGANIZATIONS AND HANDBOOK SUBSCRIBERS

ATTENTION: MANAGING PARTNER/CHIEF EXECUTIVE OFFICER

SUBJECT: SECURITIES LISTED IN THE FT-ACTUARIES WORLD INDICES

Interpretation Memo (Number 93-5) refers to an SEC “no action” letter, dated August 13, 1993, to the
Securities Industry Association which permits broker-dealers to treat foreign equity securities that are listed in
the FT-Actuaries World Indices (FT-AWI) as having a ready market for the purposes of subparagraphs (c) (2)
(vii) and (c) (11) of the Net Capital Rule.

Attached is a summary listing of these securities as of January 3, 1994 as supplied to us by a compiler of the
FT-AWI. Future listings will be prepared as of the end of each calendar quarter and may be obtained upon
request through you Finance Coordinator.

Raymond J. Hennessy

Vice President

1. Constituents of the FT-Actuaries World Indices As of January 3, 1994

Australia

ABERFOYLE

AMCOR

AMPOLEX LTD.

ANZ BANK

ARNOTTS

ASHTON MINING

AUST GAS LIGHT

AUST NATIONAL INDS

BORAL

BOUGAINVILLE COPPER

BRAMBLES INDUSTRIES

BRIDGE OIL

BROKEN HILL PROP

BTR NYLEX

BURNS PHILP
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CALTEX AUSTRALIA

CLYDE INDUSTRIES

COAL & ALLIED INDS

COCA-COLA AMATIL

COLES MYER

COMALCO

COMMONWLTH BK OF AUSTRALIA

CRA

CRUSADER

CSR

EMAIL

ENERGY RES AUSTRALIA

FAI INSURANCES

FOSTERS BREWING GR

GENERAL PROPERTY TST

GOODMAN FIELDER LTD

HARDIE (JA MES) INDS

ICI AUSTRALIA

JENNINGS GROUP

KIDSTON GOLD MINES

LEND LEASE CORP

MAYNE NICKLESS

MCPHERSONS

METAL MANUFACTURES

MIM HOLDINGS

NAT CONSOLIDATED

NATL AUSTRALIA BANK

NEWCREST MINING LTD.

NEWS CORP

NORMANDY POSEIDON

NORTH BROKEN HILL

OPSM PROTECTOR LTD

PACIFIC DUNLOP

PANCONTL MNG

PIONEER INTERNATIONAL

QBE INSURANCE GP

QCT RESOURCES
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RENISON GOLD

ROTHMANS HDG

SA BREWING

SANTOS

SCHRODERS PROP FUND

SMITH (HOWARD)

SONS OF GWALIA LTD

STOCKLAND TST

T.N.T.

TUBEMAKERS

WESFARMERS

WESTERN MINING

WESTFIELD HDGS

WESTFIELD TRUST

WESTPAC

WOODSIDE PETROLEUM

WOOLWORTHS LTD.

Austria

AUSTRIAN AIR (AUA)

BANK AUSTRIA (ORD.)

BANK AUSTRIA (PREF.)

CREDITANSTALT-BANK ORD.

CREDITANSTALT-BK PFD

EVN

JENBACHER WERKE

LEYKAM-MUERZTALER

OMV AG

OSTERR BRAU-BETEIL

PERLMOOSER ZEMENT

STEYR-DAIMLER-PUCH

TREIBACHER CHEM

UNIVERSALE-BAU

VEITSCHER MAGNESIT

VERBUND

WIENERBERGER

Belgium
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AG GROUP

AG GROUP A

ALMANIJ

ALMANIJ A

ARBED

B.B.L.

BEKAERT

CBR

COBEPA

COBEPA B

DELHAIZE

ELECTRABEL

ELECTRABEL A

ELECTRABEL B

ELECTRABEL C

ELECTRABEL D

ELECTRAFINA ACT

GBL

GBL A

GBL B

GBL C

GEN. BANQUE

GEN. BANQUE A

GEN. BELGIQUE

GEN. BELGIQUE A

GEVAERT

GIB

GIB A

KREDIETBANK

KREDIETBANK A

PETROFINA

POWERFIN

POWERFIN A

ROYAL BELGE

ROYAL BELGE A

SOLVAY

TRACTEBEL
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TRACTEBEL A

TRACTEBEL C

TRACTEBEL D

UCB

UCB A

Canada

AGNICO EAGLE MINES

AIR CANADA INC

ALBERTA ENERGY LTD

ALBERTA NATURAL GAS

ALCAN ALUMINUM LTD NEW

AMERICAN BARRICK RESOURCES

BANK OF MONTREAL

BANK OF NOVA SCOTIA

BC TELECOM INC.

BCE INC.

BOMBARDIER CLASS ‘B’

BOW VALLEY INDS

BRASCAN ‘A’

BRUNCOR

CAE INC

CAMBRIDGE SHOP CENT

CAN IMPERIAL BANK

CAN OCCIDENTAL PET

CANADIAN MARCONI

CANADIAN PAC LTD

CANADIAN TIRE ‘A’

CANADIAN UTILITIES B

CANADIAN UTILITIES LTD CL. A

CANFOR CORP

CARENA DEVELOPMENT CORP

COCA-COLA BEVERAGES

COMINCO

CROWNX

CROWNX ‘A’

DOFASCO ‘A’

DOMINION TEXTILE
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DOMTAR

DUNDEE BANCORP INC

ECHO BAY MINES

FEDERAL INDS

FLETCHER CHALLENGE CANADA A

FOUR SEASON HOTEL INC

GENDIS ‘A’

GENTRA INC

GULF CANADA RESOURCES LTD.

HAWKER SIDDELEY

HEES INTL BANCORP INC

HEMLO GOLD MINES INC

HOLLINGER

HOME OIL CO

IMASCO

IMPERIAL OIL

INCO

INTERPROVINCIAL PIPE LINE

INVESTORS GROUP

JANNOCK

KERR-ADDISON MINES

LABATT (JOHN)

LAC MINERALS

LAIDLAW INC. CLASS A

LAIDLAW INC. CLASS B

LONDON INSURANCE GROUP INC

MACLEAN HUNTER

MACMILLAN BLOEDEL

MAPLE LEAF FOODS INC

MARITIME TELEGRAPH

MITEL CORP

MOLSON ‘B’

MOLSON A

MOORE CORP

NATIONAL TRUSTCO INC

NATL BANK CANADA

NOMA IND ‘A’
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NORANDA INC.

NORCEN ENERGY VTG

NORTHERN TELECOM

NOVA CORP OF ALBERTA

NOWSCO WELL SVC LTD

OSHAWA ‘A’

PAGURIAN

PLACER DOME INC

POWER CORP OF CANADA

POWER FINANCIAL CORP

QUEBEC TELEGRAPH

RANGER OIL COM NPV

RENAISSANCE ENERGY LTD

RIO ALGOM

ROGERS COMMUNICATIONS INC B

ROYAL BANK OF CANADA

SCOTTS HOSPITALITY INC

SEAGRAM

SEARS CANADA

SHELL CANADA LTD CL ‘A’

SOUTHAM

SPAR AEROSPACE

ST LAWRENCE CEMENT INC CLASS A

STELCO ‘A’

TALISMAN ENERGY INC

TECH CORP CLASS ‘B’

THOMSON CORP.

TORONTO SUN PUBLISH

TORONTO-DOMINION

TOTAL PETROLEUM N.A.

TRNSALTA CORP

TRANSCANADA PIPELINE

TRILON FINANCIAL ‘A’

TRIMAC LTD

TRIZEC ‘A’

UNITED DOMINION INDS LTD

UNIVA INC
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WESTCOAST ENERGY

WESTON (GEORGE)

Denmark

AALBORG PORTLAND A

AALBORG PORTLAND PREF.

AARHUS OLIEFABRIK A

BIKUBEN

CARLSBERG A

CARLSBERG B

CHR. HANSEN LAB

CODAN

D/S 1912 A

D/S 1912 B

D/S SVENDBORG A

D/S SVENDBORG B

DANISCO

DEN DANSKE BANK

EAST ASIATIC CO.

FLS INDS. B

GN STORE NORD

ISS A

ISS B

JENS VILLADSEN

JYSKE BANK

LAURITZEN (J.) HLDG. B

NKT (NORDISK KABEL)

NOVO-NORDISK B

POTAGUA B

RADIOMETER B

SOPHUS BERENDSEN ‘B’

SOPHUS BERENDSEN A

SUPERFOS ORD.

TOPDANMARK

UNIDANMARK A

WESSEL & VETT C

Finland
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CULTOR SERIES 1

CULTOR SERIES 2

ENSO-GUTZEIT R

HUHTAMAKI 1

HUHTAMAKI K

KANSALLIS-O-P

KESKO

KONE B

KYMMENE

METRA A

METRA B

METSA-SERLA A

METSA-SERLA B

NOKIA ORD.

NOKIA PREF.

OUTOKUMPU A

POHJOLA A

POHJOLA B

REPOLA

STOCKMANN A

UNITAS BANK A

UNITAS BANK B

UNITAS BANK C

France

ACCOR

AGF

AIR LIQUIDE

ALCATEL ALSTHOM

AXA

B.S.N.

BANCAIRE (CIE)

BANQUE NATIONALE DE PARIS

BIC

BON MARCHE

BONGRAIN

BOUYGUES

C.G.I.P.
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CANAL PLUS

CARREFOUR

CASINO

CASINO PREF.

CHARGEURS

CLUB MEDITERRANEE

CMB PACKAGING S.A.

COMPTOIRS MODERNES

CPR (PARIS REESC.)

CR FONCIER FRANCE

CREDIT NATIONAL

CREDIT. COMM. FRANCE

D.M.C.

DAMART S.A.

DOCKS DE FRANCE

EAUX (GENERALE DES)

EBF

ECCO

ELF AQUITAINE

ELF AQUITAINE (CERTS.)

ELF SANOFI

ERIDANIA/BEGHIN-SAY

ESSILOR INTL

EURAFRANCE

EURO DISNEY

EURO RSCG

EUROTUNNEL

FINEXTEL

FONCIERE LYONNAISE

FROMAGERIES

G.T.M. ENTREPOSE

GAZ ET EAUX

GEOPHYSIQUE

GROUPE DE LA CITE

GROUPE WORMS ET CIE

HAVAS

IMETAL
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IMMEUBLES DE FRANCE

INTERBAIL

L'OREAL

LABINAL

LAFARGE COPPEE

LEGRAND

LEGRIS

LVMH - MOET VUITTON

LYONNAISE DES EAUX-DUMEZ

MATRA-HACHETTE

MICHELIN ‘B’

MOULINEX

NAVIGATION MIXTE

NORD - EST

OXYGENE D'ACETYL

PARIBAS

PECHINEY INTL.

PERNOD RICARD

PEUGEOT S.A.

PINAULT-PRINTEMPS

PROMODES

RADIOTECHNIQUE

REDOUTE (LA)

RHONE POULENC A ORD

ROUSSEL-UCLAF

S.E.B.

S.I.L.I.C.

SAGEM

SAINT - LOUIS

SAINT GOBAIN

SALINS DU MIDI

SALOMON

SCHNEIDER (EX SPEP)

SEFIMEG

SIMCO

SOCIETE GENERALE

SOMMER ALLIBERT
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SPIE BATIGONOLLES

SUEZ (FINANCIERE)

SYNTHELABO

TAITTINGER

THOMSON-CSF

TOTAL

U.A.P.

UFB LOCABAIL

UIF

UNIBAIL

VALEO

VALLOUREC

Germany

AACH. & MUNCH. BET. BR.

AACH. & MUNCH. BETEIL REGD.

AGIV

ALLIANZ AG HLDG.

ALTANA

ASKO DEUTSCHE KAUFHAUS

BASF

BAY. HYP. -U. WECHSEL BANK.

BAYER

BAYERISCHE VEREINSBANK

BEIERSDORF

BER. KRAFT UND LICHT (BEWAG)

BHF-BANK

BILFINGER & BERGER

BMW (BR.)

BMW (PREF.)

COLONIA KONZERN REGD.

COMMERZBANK

CONTINENTAL

DAIMLER BENZ

DEGUSSA

DEUTSCHE BABCOCK

DEUTSCHE BANK

DOUGLAS HLDG.
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DRESDNER BANK

GEHE

HEIDELBERGER ZEMENT

HENKEL KGA PREF.

HOCHTIEF

HOECHST

HOLZMANN (PHILIPP)

KARSTADT

KAUFHOF

KAUFHOF PREF

LINDE

LINOTYPE-HELL

LUFTHANSA

MAN

MAN PREF.

MANNESMANN

MERCEDES

METALLGESELLSCHAFT

MUNICH RE

MUNICH RE (PART PD. REG)

PREUSSAG

PWA

RHEINELEKTRA

RWE

RWE PREF

SCHERING

SIEMENS

SPRINGER (AZEL) VERLAG REG

THYSSEN

VEBA

VEW

VIAG

VICTORIA HLDG. REGD.

VOLKSWAGEN PREF

VOLKSWAGEN REGD.

Hong Kong

AMOY PROPERTIES
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BANK OF EAST ASIA

CATHAY PACIFIC A/WYS

CHEUNG KONG

CHINA LIGHT & POWER

CHINA MOTOR BUS

CHINESE ESTATES

CITIC PACIFIC $HKO.40

CROSS-HARBOUR TUNNEL

DAIRY FARM INTL

DICKSON CONCEPTS INT

GREAT EAGLE HLDS

GUOCO GROUP LIMITED

HANG LUNG DEV

HANG SENG BANK

HARBOUR CENTRE DEV

HENDERSON INVESTMENT

HENDERSON LAND

HK & CHINA GAS

HK & SHANGHAI HOTELS

HK AIRCRAFT

HK REALTY ‘A’

HONG KONG ELECTRIC

HONG KONG LAND HLDGS

HONG KONG TELECOMM

HOPEWELL

HUTCHISON WHAMPOA

HYSAN DEV

JARDINE INTNL. MOTOR

JARDINE MATHESON

JARDINE STRATEGIC

JOHNSON ELECTRIC

KOWLOON MOTOR

LANE CRAWFORD INTL A

LANE CRAWFORD INTL B

MANDARIN ORIENTAL

MIRAMAR HOTEL

NEW WORLD DEV
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PLAYMATES HLDS

REALTY DEV ‘A’

SEMI-TECH (GLOBAL)

SHAW BROS

SHUN TAK HOLDINGS LTD

SIME DARBY

SINO LAND

SOUTH CHINA MORNING POST

$HKO.10

SUN HUNG KAI

SUN HUNG KAI PROPS

SWIRE PACIFIC ‘A’

SWIRE PACIFIC ‘B’

TELEVISION BROADCAST

WHARF HLDS

WHEELOCK AND CO.

WING ON CO INTL LTD

WINSOR INDUSTRIAL

Ireland

ALLIED IRISH BANKS

BANK OF IRELAND

CLONDALKIN GROUP

CREAN (JAMES) UNITS

CRH

FYFFES

GREENCORE

INDEPENDENT NEWS

IRISH LIFE

JONES GROUP

KERRY GROUP ‘A’

SMURFIT (J)

WATERFORD WEDGWOOD

WOODCHESTER INVS.

Italy

ALLEANZA (ASSICURAZIONI)

BANCA COMM. ITALIANA
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BANCA COMM. ITALIANA SVGS N/CV

BANCA NAZ AGRIC ORD

BANCA NAZ AGRIC PTC PREF.

BANCA TOSCANA

BANCO AMBROVEN N/C SVGS

BANCO AMBROVENETO

BANCO LARIANO

BURGO (CARTIERE)

CEMENTIR

CIR-COMPAGNIE

CIR-COMPAGNIE SVG N/CV

COFIDE

CREDITO ITALIANO

CREDITO ITALIANO SVG N/CV

ANIELI & C

DANIELI & C SVGS N/CV

FERRUZZI FIN. N/C SVGS.

FERRUZZI FINANZ.

FIAT

FIAT PTC PREF

FIAT SVG N/CV

FIDIS

FONDIARIA

GEMINA

GENERALI (ASSICURAZIONI)

GILARDINI

IFI PTC PREF

IFIL

IFIL N/C SVGS.

ITALCABLE

ITALCABLE SVGS N/CV

ITALCEMENTI

ITALCEMENTI SVGS N/CV

ITALGAS

ITALMOBILIARE

LLOYD ADRIATICO

MAGNETI MARELLI
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MEDIOBANCA

MILANO ASSIC. SVG. N/CV

MILANO ASSICURAZIONI

MONTEDISON

MONTEDISON SVG. N/CV.

OLIVETTI ORD

PIRELLI & C.

PIRELLI SPA

RAS

RAS SVGS N/CV

RINASCENTE ORD

SAFFA A

SAI

SAI SVGS N/CV

SAIPEM

SAN PAOLO

SASIB

SASIB SVG N/CV

SIP

SIP SVGS N/CV

SIRTI

SME

SNIA BPD

STET

STET RISP

TORO ASS. PTC PREF

TORO ASSICURAZIONI

TORO ASSICURAZIONI SVG N/CV

UNICEM

UNICEM SVG N/CV

Japan

AISIN SEIKI

AJINOMOTO

AKEBONO BRAKE

ALL NIPPON AIRWAYS

ALPS ELECTRIC

AMADA
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AMANO CORP

ANDO CONSTRUCTION

ANRITSU

AOKI CONSTRUCTION

AOYAMA TRADING

ARABIAN OIL

ASAHI BANK

ASAHI BREWERIES

ASAHI CHEMICAL INDS

ASAHI GLASS

ASAHI OPTICAL

ASHIKAGA BANK

ASICS CORP

ATSUGI NYLON

BANK OF FUKUOKA

BANK OF HIROSHIMA

BANK OF KYOTO

BANK OF TOKYO

BANK OF YOKOHAMA

BANYU PHARMACEUTICAL

BRIDGESTONE CORP

BROTHER INDS

CALPIS FOOD INDS

CALSONIC CORPORATION

CANON

CANON SALES

CASIO COMPUTER

CENTRAL FINANCE

CENTRAL GLASS

CHIBA BANK

CHIYODA CHEMICAL ENG

CHIYODA FIRE & MAR

CHUBU ELEC POWER

CHUGAI PHARM

CHUGOKU ELEC POWER

CHUO TST AND BANKING

CITIZEN WATCH
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COSMO OIL

CSK CORP

DAI NIPPON TORYO

DAI TOKYO FIRE & MARINE INS.

DAI-ICHI KANGYO BANK

DAI-NIPPON PRINTING

DAICEL CHEMICAL

DAIDO STEEL

DAIEI

DAIFUKU

DAIICHI SEIYAKU

DAIKIN INDUSTRIES

DAIKYO

DAIMARU

DAINIPPON INK & CHEM

DAINIPPON PHARM

DAISHOWA PAPER MFG

DAIWA BANK

DAIWA HOUSE INDUSTRY

DAIWA SECURITIES

DENNY'S JAPAN CO

DOWA FIRE & MARINE

DOWA MINING

EBARA

EISAI

EZAKI GLICO

FAMILYMART

FANUC

FUDO CONSTRUCTION

FUJI BANK

FUJI ELECTRIC

FUJI FIRE & MARINE

FUJI HEAVY INDS

FUJI PHOTO FILM

FUJI SPINNING

FUJIKURA

FUJISAWA PHARM
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FUJITA CORP

FUJITA TOURIST

FUJITSU

FUJIYA

FURUKAWA ELECTRIC

GAKKEN

GENERAL SEKIYU

GODO SHUSEI

GREEN CROSS

GUN-EI CHEMICAL

GUNMA BANK

GUNZE

HACHIJUNI BANK

HANKYU CORP

HANSHIN ELECT RAIL

HANWA

HASEKO

HATTORI SEIKO

HAZAMA-GUMI

HEIWA REAL ESTATE

HINO MOTORS

HIROSE ELECTRONICS

HITACHI

HITACHI CABLE

HITACHI CREDIT

HITACHI KOKI

HITACHI MAXELL

HITACHI METALS

HITACHI SALES

HITACHI ZOSEN

HOKKAIDO ELEC POWER

HOKKAIDO TAKUSHOKU

HOKURIKU BANK

HOKURIKU ELEC POWER

HONDA MOTOR

HONSHU PAPER

HOUSE FOOD INDS
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HOYA

HYOGO BANK

IHI

IKEGAMI TSUSHINKI

INAX

IND BANK OF JAPAN

ISEKI & CO

ISETAN

ISHIHARA SANGYO

ISUZU MOTORS

ITO YOKADO

ITOCHU CORP

ITOHAM FOODS

IWATANI

IWATSU ELECTRIC

IZUMIYA

JANOME SEW MACH

JAPAN AIR LINES

JAPAN ENERY CORP.

JAPAN METALS & CHEM

JAPAN RADIO

JAPAN STEEL WORKS

JAPAN STORAGE BATTRY

JAPAN SYNTH RUBBER

JAPAN WOOL

JEOL

JGC CORP

JOYO BANK

JUSCO

KAGOME

KAJIMA

KAKEN PHARMACEUTICAL

KANDENKO

KANEBO

KANEGAFUCHI CHEMICAL

KANEMATSU CORPN

KANSAI ELEC POWER
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KANSAI PAINT

KAO

KAWASAKI HEAVY

KAWASAKI KISEN

KAWASAKI STEEL

KEIHIN ELEC EXP RAIL

KEIO TEITO ELEC RAIL

KEYENCE CORP

KIKKOMAN

KINDEN

KINKI NIPPON RAILWAY

KIRIN BREWERY

KOBE STEEL

KOITO MFG

KOKUSAI ELECTRIC

KOKUYO

KOMATSU

KONICA

KOYO SEIKO

KUBOTA

KUMAGAI-GUMI

KURABO INDS

KURARAY

KUREHA CHEMICAL

KURITA WATER

KYOCERA

KYODO SHIRYO

KYOTARU

KYOWA HAKKO KOGYO

KYUSHU ELEC POWER

KYUSHU MATSUSHITA

LION

LONG TERM CREDIT BK

MAEDA CORP

MAKINO MILLING MACHINE CO

MAKITA ELECTRIC WKS

MARUBENI CORP
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MARUDAI FOOD

MARUHA CORP

MARUI

MARUICHI STEEL TUBE

MATSUSHITA COMMS

MATSUSHITA ELEC WKS

MATSUSHITA ELECT IND

MATSUSHITA KOTOBUKI

MATSUSHITA REFRIGER

MATSUZAKAYA

MAZDA MOTOR

MEIJI MILK

MEIJI SEIKA

MERCIAN CORPN.

MIKUNI COCA COLA

MINEBEA

MINOLTA CAMERA

MISAWA HOMES

MITSUBISHI BANK

MITSUBISHI CORP

MITSUBISHI ELECTRIC

MITSUBISHI ESTATE

MITSUBISHI GAS CHEM

MITSUBISHI HEAVY IND

MITSUBISHI KASEI

MITSUBISHI MATERIALS

MITSUBISHI MOTORS

MITSUBISHI OIL

MITSUBISHI PAPER

MITSUBISHI PETROCHEM

MITSUBISHI PLASTICS

MITSUBISHI RAYON

MITSUBISHI STEEL

MITSUBISHI TRUST BNK

MITSUBISHI WAREHOUSE

MITSUBOSHI BELTING

MITSUI
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MITSUI ENG & SHIPBLD

MITSUI FUDOSAN

MITSUI MARINE & FIRE

MITSUI MIN & SMELT

MITSUI OSK LINES

MITSUI PETROCHEMICAL

MITSUI TOATSU CHEM

MITSUI TRUST&BANKING

MITSUI-SOKO

MITSUKOSHI

MITSUMI ELECTRIC

MIZUNO

MOCHIDA PHARM

MORI SEIKI

MORINAGA MILK

MURATA MFG

NACHI-FUJIKOSHI

NAGASAKIYA

NAGASE

NAGOYA RAILROAD

NANKAI ELECTRIC RAIL

NATIONAL HOUSE

NAVIX LINE LTD

NEC CORP

NEW OJI PAPER

NGK INSULATORS

NGK SPARK PLUG CO

NHK SPRING

NICHII

NICHIREI

NICHIRO GYOGYO

NIHON CEMENT

NIHON NOSAN KOGYO

NIHON PARKERIZING

NIIGATA ENG

NIKKO SECS

NIKON CORP
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NINTENDO

NIPPON CREDIT BANK

NIPPON DENKO

NIPPON ELECTR GLASS

NIPPON EXPRESS

NIPPON FIRE & MARINE

NIPPON FLOUR MILLS

NIPPON HODO

NIPPON KAYAKU

NIPPON LIGHT METAL

NIPPON MEAT PACKERS

NIPPON OIL

NIPPON PAINT

NIPPON PAPER CO.

NIPPON ROAD

NIPPON SANSO

NIPPON SEIKO

NIPPON SHARYO

NIPPON SHEET GLASS

NIPPON SHINPAN

NIPPON SHINYAKU

NIPPON SHOKUBAI

NIPPON SIGNAL

NIPPON SODA

NIPPON STEEL

NIPPON SUISAN

NIPPON TV

NIPPON YAKIN KOGYO

NIPPON YUSEN

NIPPON ZEON

NIPPONDENSO

NISHIMATSU CONSTRN

NISSAN DIESEL MOTOR

NISSAN FIRE & MARINE

NISSAN MOTOR

NISSEI SANGYO

NISSHIN FLOUR
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NISSHIN OIL MILLS

NISSHIN STEEL

NISSHINBO INDS

NISSHO-IWAI

NISSIN ELECTRIC

NISSIN FOOD

NITSUKO

NITTO BOSEKI

NITTO ELECTRIC IND

NKK

NOK

NOMURA SECURITIES

NORITAKE

NTN TOYO-BEARING

ODAKYU ELEC RAILWAY

OHBAYASHI-GUMI

OKI ELECTRIC

OKUMA MACHINERY

OKUMURA CORP

OLYMPUS OPTICAL

OMRON TATEISI ELECT

ONO PHARMACEUTICAL

ONODA CEMENT

ONWARD KASHIYAMA

ORIENT FINANCE

ORIX CORPORATION

OSAKA GAS

PENTA OCEAN CONST

PIONEER ELECTRONIC

PRIMA MEAT PACKERS

RENOWN

RICOH

ROYAL CO

RYOBI

SAKURA BANK LTD.

SANDEN

SANKYO
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SANKYU

SANRIO

SANWA BANK

SANWA SHUTTER

SANYO CHEMICAL

SANYO ELECTRIC

SAPPORO BREWERIES

SECOM

SEGA ENTERPRISES

SEIBU RAILWAY

SEINO TRANSPORT

SEIYO FOOD SYSTEMS

SEIYU

SEKISUI CHEMICAL

SEKISUI HOUSE

SETTSU

SEVEN-ELEVEN

SHARP CORP

SHIKOKU ELEC POWER

SHIMANO IND

SHIMIZU CORP

SHIN-ETSU CHEMICAL

SHIONOGI

SHISEIDO

SHIZUOKA BANK

SHOCHIKU

SHOKUSAN JUTAKU SOGO

SHOWA ALUMINUM

SHOWA DENKO

SHOWA ELEC WIRE

SHOWA SANGYO

SHOWA SHELL SEKIYU

SKYLARK

SNOW BRAND MILK

SONY CORP

STANLEY ELECTRIC

SUMITOMO BAKELITE
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SUMITOMO BANK

SUMITOMO CEMENT

SUMITOMO CHEMICAL

SUMITOMO ELECTRIC

SUMITOMO FORESTRY

SUMITOMO HEAVY INDS

SUMITOMO LT METAL

SUMITOMO MARINE&FIRE

SUMITOMO METAL

SUMITOMO METAL MNG

SUMITOMO REALTY

SUMITOMO SHOJI

SUMITOMO TRUST BANK

SUMITOMO WAREHOUSE

SUZUKI MOTOR

TAISEI CORP

TAISHO PHARM

TAKAOKA ELECTRIC

TAKARA SHUZO

TAKASHIMAYA

TAKEDA CHEMICAL

TANABE SEIYAKU

TDK

TEIJIN

TEIKOKU OIL

TEKKEN CONSTRUCTION

TOA

TOBISHIMA

TOBU RAILWAY

TODA CORP

TOEI

TOHO

TOHOKU ELEC POWER

TOKAI BANK

TOKAI CARBON

TOKICO

TOKIO MARINE & FIRE
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TOKUYAMA SODA

TOKYO BROADCASTING

TOKYO DOME CORP

TOKYO ELEC POWER

TOKYO ELECTRON

TOKYO GAS

TOKYO ROPE

TOKYO STEEL

TOKYO STYLE

TOKYU

TOKYU CAR

TOKYU CONSTRUCTION

TOKYU DEPT STORE

TOKYU LAND

TOMEN CORP Y50

TONEN CORP

TOPPAN PRINTING

TORAY INDS

TOSHIBA

TOSHIBA ENG & CONSTR

TOSHIBA MACHINERY

TOSHOKU

TOSOH CORP

TOSTEM CORP

TOTO

TOYO CONSTRUCTION

TOYO INK

TOYO KANETSU

TOYO SEIKAN

TOYO TIRE

TOYO TST AND BANKING

TOYOBO

TOYODA AUTO LOOM

TOYOTA MOTOR

TSUBAKIMOTO CHAIN

UBE INDUSTRIES

UNITIKA
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VICTOR CO OF JAPAN

WACOAL

YAMAHA

YAMAICHI SECURITIES

YAMAMURA GLASS

YAMANOUCHI PHARM

YAMATAKE HONEYWELL

YAMATO KOGYO

YAMATO TRANSPORT

YAMAZAKI BAKING

YASKAWA ELECTRIC

YASUDA FIRE & MARINE

YASUDA TST AND BANK

YOKOGAWA ELECTRIC

YOKOHAMA RUBBER

YOMIURI LAND

YOSHITOMI PHARM

YUASA CORP

ZEXEL CORPN

Malaysia

AMALG STEEL MILLS

ANTAH HOLDINGS

ARAB MALAYSIAN DEV.

ASIA PACIFIC LAND

BANDAR RAYA DEVELOP

BERJAYA GROUP

BERJAYA INDUSTRIAL

BERJAYA SINGER

CEMENT INDS. OF MAL.

CONS PLANTATIONS

DEV & COMM BANK

DMIB BERHAD

EDARAN OTOMOBIL NAS

ESSO MALAYSIA

FABER GP

GENTING BHD

GOLDEN HOPE PLANT'NS
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GUINNESS ANCHOR BHD

HIGHLANDS & LOWLANDS

HONG LEONG CREDIT

HONG LEONG INDS

HONG LEONG PROPS

HUME INDS

IGB

INDUSTRIAL OXYGEN

ISLAND & PEN

KELANAMAS INDUSTRIES BHD.

KUALA LUMPUR KEPONG

LAND AND GENERAL BHD

LANDMARKS

LEADER UNIVERSAL HDG

MAGNUM CORP (M)

MALAYAN BANKING

MALAYAN CEMENT

MALAYAN UTD INDS

MALAYAWATA STEEL

MALAYSIA MINING

MALAYSIAN AIR SYST

MALAYSIAN TOBACCO

METROPLEX

MISC (F)

MULTI-PURPOSE HLDS

MYCOM

NESTLE (MALAYSIA)

NEW STRAITS TIMES

NYLEX (MALAYSIA)

ORIENTAL HLDS

PALMCO HLDS

PELANGI

PERLIS PLANTATIONS

PETALING GARDEN

PROMET

PUBLIC BANK (F)

RASHID HUSSAIN
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RENONG

RESORTS WORLD

ROTHMANS PALL MALL

SELANGOR PROPS

SHELL REFINERY (M)

SIME DARBY

TAN CONG MOTOR

TASEK CEMENT

TECH. RESOURCES IND.

TELEKOM MALAYSIA BHD

TENAGA NASIONAL BHD

TRACTORS (MALAYSIA)

UMW HOLDINGS

UNITED ENGINEERS

UTD PLANTATION

Mexico

ALFA ‘A’

BANACCI C

BIMBO ‘2’

CEMEX ‘A’

CEMEX ‘B’

CIFRA ‘A’

CIFRA ‘B’

CIFRA ‘C’

FEMSA B

GCARSO ‘A1’

GFB ‘C’

ICA

KIMBERLY MEX ‘A’

LIVERPOOL ‘1’

MODERNA ‘A’

TELEVISA ‘CPO’

TELMEX A

TELMEX L

VITRO

Netherlands
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ABN AMRO HLDGS.

AEGON

AHOLD (KON)

AKZO

AMEV

BOLS WESSANEN

CENTRALE SUIKER (CSM)

DSM

ELSEVIER (DEP. REC.)

FOKKER (KON NED)

GIST-BROCADES

HEINEKEN

HUNTER DOUGLAS

INTL. NEDERLANDEN GROUP

KLM

KOLNINKLIJKE PAKHOED

KONINKLIJKE KNP BT

NEDLLOYD

NEW ROTHMANS UNITS N.V.

NUTRICIA VER. BEDR.

PHILLIPS ELECTRONICS

POLYGRAM

ROYAL DUTCH (BR.)

STORK N.V.

UNILEVER (N/V)

WOLTERS KLUWER

New Zealand

BRIERLEY INV

CARTER HOLT HARVEY

CORPORATE INV

DB GROUP LTD

FISHER & PAYKEL

FLETCHER CHALLENGE

FLETCHER FORESTRY

INDEPENDENT NEWPAPER

LION NATHAN

SANFORD
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TASMAN PROPERTIES

TELECOM CORP. OF NZ

WILSON & HORTON

WILSON NEILL

Norway

AKER A FREE

AKER B FREE

BERGESEN A

BERGESEN B

DYNO INDUSTRIER

ELKEM FREE

HAFSLUND NYCOMED A FREE

HAFSLUND NYCOMED B FREE

KVAERNER A FREE

KVAERNER B FREE

LEIF HOEGH

NORSK HYDRO

NORSK SKOG B FREE

NORSKE SKOG A FREE

ORKLA B FREE

ORKLA FREE

SAGA PETROLEUM A VTG (FREE)

SAGA PETROLEUM B N/V (FREE)

SCHIBSTED

UNITOR

VARD

WILHELMESEN B FREE

WILHELMSEN A

Singapore

ACMA

AMCOL HOLDINGS

CITY DEVLOPMENTS

CYCLE & CARRIAGE

DBS LAND LTD.

DEV BK SINGAPORE (F)

FAR EAST LEVINGSTONE
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FRASER & NEAVE

GOLDTRON

GOODMAN FIELDER ASIA

HAW PAR BROS

HITACHI ZOSEN SING.

HOTEL PROPERTIES

HWA HONG CORP.

INCHCAPE

INTRACO

JURONG SHIPYARD

KEPPEL CORP

LUM CHANG HOLDINGS

METRO HOLDINGS

NATSTEEL LTD.

NEPTUNE ORIENT LINES

OVERSEA CHINESE BK F

OVERSEAS UNION BANK LTD (F)

OVERSEAS UNION ENT

PACIFIC CARRIERS

PARKWAY HOLDINGS

ROTHMANS INDS

SEMBAWANG SHIPYARD

SHANGRI-LA HOTEL

SIME SINGAPORE

SINGAPORE INTL AIR

SINGAPORE LAND

SINGAPORE PRESS (F)

SINGAPORE TELECOM S$0.15

STRAITS STEAM'P LND

STRAITS TRADING

TAT LEE BANK

TIMES PUBLISHING

UNITED ENGINEERS

UNITED OVERS BK (F)

UTD INDUSTRIAL CORP

UTD OVERSEAS LAND

WEARNE BROS
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WING TAI HOLDINGS

South Africa

AECI

ALLIED ELECTRONICS

ALLIED TECHNOLOGIE

AMCOAL

AMGOLD

ANAMINT

ANGLO AMER CORP

ANGLO AMERICAN IND

ANGLOVAAL INDS.

ANGLOVAAL LTD. (N.)

BARLOW RAND

BEATRIX MINES

DE BEERS/CENTENARY

DEELKRAAL GOLD MNG

DRIEFONTEIN CONSOL

EDGARS STORES

ELANDSRAND GM

FIRST NATL. BANK

FREEGOLD

GENBEL

GENCOR

GFSA

HARTEBEESTFONTEIN

HIGHVELD STEEL

ICS HOLDINGS

IMPALA PLATINUM

IRVIN & JOHNSON

ISCOR

JCI

KLOOF GOLD MINING

LIBERTY HLDGS.

LIBERTY LIFE ASSOC.

MID WITS

MURRAY & ROBERTS

NAMPAK
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NEDCOR

OFSIL

PALABORO MINING

PICK & PAY STORES

PLATE GLASS

PREMIER GROUP HLDG

PRETORIA PORTLND CEM

RANDFONTEIN ESTATE

REMBRANDT CONTROLLING INV.

REMBRANDT GP

RUSTENBURG PLATINUM

SA BREWERIES

SAFREN

SAMANCOR

SAPPI

SASOL

SMITH (CG) LTD.

SOUTHERN LIFE ASSOC

SOUTHVAAL HLDGS

STANDARD BK. INV.

STELLENBOSCH

TIGER OATS

TONGAAT-HULETT GP

VAAL REEFS EXP & MNG

WESTERN DEEP LEVEL

Spain

ACERINOX

AGROMAN (BR.)

AGUAS BARNA

AGUILA (EL)

ALBA (CORP. FIN.)

ARGENTARIA

AUMAR NOSTRUM

AUTOPISTAS (ACESA)

BANCO BILBAO VIZCAYA

BANCO CENTRAL HISPANO AMER.

BANCO DE SANTANDER
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BANCO EXTERIOR

BANCO POPULAR ESP

BANESTO.

BANKINTER

CARBUROS METALICO

CEPSA

CRISTALERIA

CUBIERTAS

DRAGADOS

DURO FELGUERA

EBRO AGRICOLAS

ENDESA

FECSA

GAS NATURAL

HIDROELEC CANTABRICO

IBERDROLA 1

KOIPE

MAPFRE

METROVACESA

REPSOL

SARRIO

SEVILLANA ELECTRIC

TABACALERA

TELEFONICA DE ESPANA

TUDOR

UNION FENOSA

UNION Y FENIX

URALITA

VALDERRIVAS

VALLEHERMOSO

VISCOFAN

Sweden

AGA A

AGA B

ASEA A

ASEA B

ASTRA A
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ASTRA B

ATLAS COPCO A

ATLAS COPCO B

ELECTROLUX B

ERICSSON B

ESS ELTE A

ESSELTE B

GAMBRO B

HENNES & MAURITZ B

HUFVUDSTADEN A

INCENTIVE A

INCENTIVE B

INVESTOR A

INVESTOR B

PHARMACIA ‘A’

PHARMACIA ‘B’

SANDVIK A

SANDVIK B

SCA A

SCA B

SKANDIA

SKANSKA B

SKF A

SKF B

STORA KOPPABERG A

STORA KOPPABERG B

SYDKRAFT A

SYDKRAFT C

TRELLEBORG B

VOLVO A

VOLVO B

Switzerland

ADIA (BEARER)

ALUSUISSE-LONZA (REG.)

ALUSUISSE-LONZA HLDGS (BR.)

BALOISE (REG.)

BBC BROWN BOVERI (B. REG.)
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BBC BROWN BOVERI A (BEARER)

CIBA-GEIGY (BEARER)

CIBA-GEIGY (P.C.)

CIBA-GEIGY (REG.)

CS HLDGS (BEARER)

ELEKTROWATT (BEARER)

ELVIA (BEARER)

FISCHER (GEORGE) (BEARER)

FORBO (BEARER)

FORBO (REG.)

HOLDERBANK (BEARER)

HOLVIS HOLZSTOFF (REG.)

JELMOLI (BR. 50)

JELMOLI (REG. 10)

LANDIS & GYR LTD. (REGD.)

MOTOR-COLUMBUS (BEARER)

NESTLE (REGD.)

OERLIKON BUHRLE (REG.)

PARGESA (BR.)

PIRELLI (SOC. INTL) (BEARER)

RICHEMONT A (BR.) UNIT

ROCHE HLDGS. (BEARER)

ROCHE HLDGS. (GENUSSSCHEINE)

SANDOZ (BEARER)

SANDOZ (P.C.)

SANDOZ REG.

SCHINDLER (P.C.)

SCHINDLER (REG.)

SGS SURVEILLANCE (BR.)

SGS SURVEILLANCE (REG.)

SMH (BR. CHF 50)

SMH (REG CHF 10)

SULZER (BROTHERS) (REG.)

SULZER (BROTHERS) (P.C.)

SWISS BANK CORP (REG.)

SWISS BANK CORP. (BEARER)

SWISS REINSURANCE (BEARER)
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SWISS REINSURANCE (REG.)

SWISSAIR REG.

UNION BK. SWITZERLAND (BEARER)

WINTERTHUR (BEARER)

WINTERTHUR (REG.)

ZURICH INSURANCE (BEARER)

ZURICH INSURANCE (REG.)

United Kingdom

ABBEY NATIONAL

ALBERT FISHER

ALLIED COLLOIDS

ALLIED-LYONS

AMEC

AMSTRAD

ANGLIAN WATER

APV

ARGOS

ARGYLL GROUP

ARJO WIGGINS APPLETON

ASDA GROUP

ASSD BRITISH FOODS

ASSD BRITISH PORTS

AUTOMATED SECURITY

BAA

BAIRD (WILLIAM)

BANK OF SCOTLAND

BARCLAYS

BARDON

BARRATT DEVELOPMENTS

BASS

BAT INDUSTRIES

BBA GROUP

BET

BICC

BILTON

BLUE CIRCLE INDS

BOC GROUP
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BOOKER

BOOTS

BOWATER

BOWTHORPE

BPB INDS

BRADFORD PROPERTY TRUST

BRAMMER

BRITISH AEROSPACE

BRITISH AIRWAYS

BRITISH GAS

BRITISH LAND

BRITISH PETROLEUM

BRITISH STEEL

BRITISH TELECOM

BRIXTON ESTATE

BRYANT GROUP

BTR

BULLOUGH

BUNZL

BURMAH CASTROL

BURTON GROUP

CABLE & WIRELESS

CADBURY SCHWEPPES

CARLTON COMMS

CHARTER

CHRISTIES INTL

COATS VIYELLA

COMMERCIAL UNION

COOKSON GROUP

COURTAULDS

COURTAULDS TEX

DAEJAN HLDGS

DALGETY

DAWSON INTL

DE LA RUE

DIPLOMA

DIXONS GROUP
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EDINBURGH INV TRUST

ELECTRA INV TRUST

ELECTROCOMPONENTS

ENGLISH CHINA CLAYS

ENTERPRISE OIL

EUROTUNNEL UNITS ORD

FARNELL ELECTRONICS

FIRST LEISURE CORP

FIRST NATL FINANCE CORP

FISONS

FKI

FLEMING MERCANTILE INV TR.

FORTE

FR GROUP

GENERAL ACCIDENT

GENERAL ELECTRIC

GERRARD & NATIONAL

GKN

GLAXO HLDGS

GLYNWED INTL

GRANADA GROUP

GRAND METROPOLITAN

GREAT PORTLAND EST

GREAT UNIVERSAL STORES

GREENALLS GROUP

GUARDIAN ROYAL EXCHANGE

GUINNESS

HALMA

HAMBROS

HAMMERSON PROPERTY

HANSON

HARRISONS & CROSFIELD

HEATH (C.E)

HENDERSON ADMIN

HEPWORTH

HIGHLAND DISTILLERIES

HILLSDOWN
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HSBC HOLDINGS (HK$ 10)

HSBC HOLDINGS (ORD 75P)

I.C.I

IBSTOCK JOHNSEN

IMI

INCHCAPE

INVESCO

JOHNSON MATTHEY

KINGFISHER

KLEINWORT BENSON GROUP

KWIK SAVE GROUP

LADBROKE GROUP

LAING (JOHN)

LAING (JOHN) ‘A’

LAND SECURITIES

LAPORTE

LASMO

LEGAL & GENERAL GROUP

LLOYDS BANK

LONRHO

LUCAS INDS

M & G GROUP

MAI

MARKS & SPENCER

MARLEY

MCKECHNIE

MEPC

MERCHANTS TRUST

MEYER INTL

MORGAN CRUCIBLE

NATIONAL POWER

NATL WESTMINSTER BANK

NEW ROTHMANS UNITS

NFC

NORTH WEST WATER

NORTHERN FOODS

OCEAN GROUP
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P. & O. DEFD STOCK

PEARSON

PILKINGTON

PORTALS

POWERGEN

PROVIDENT FINANCIAL

PRUDENTIAL CORP

RANK ORGANISATION

RECKITT & COLMAN

REDLAND

REED INTL

RENTOKIL GP

REUTERS HOLDINGS

RMC GP

ROLLS-ROYCE

ROYAL BANK SCOTLAND

ROYAL INSURANCE HDGS

RTZ (REG)

RUGBY GROUP

SAINSBURY (J)

SCAPA GP

SCHRODERS

SCOT & NEWCASTLE

SCOTTISH POWER

SEARS

SEDGWICK GP

SEVERN TRENT WATER

SHELL TRANS & TRAD

SIEBE

SIMON ENGINEERING

SLOUGH ESTATES

SMITH & NEPHEW

SMITH (W.H.) B

SMITH (WH) ‘A’

SMITHKLINE BEECH/SMITH BECK UNITS

SMITHKLINE BEECHAM A

SMITHS INDUSTRIES
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SPIRAX-SARCO ENG

SPRING RAM

STOREHOUSE

SUN ALLIANCE GROUP

T & N

TARMAC

TATE & LYLE

TAYLOR WOODROW

TEMPLE BAR I.T

TESCO

THAMES WATER

THORN-EMI

THROGMORTON TST

TI GROUP

TOMKINS

TR CITY OF LON (DFD)

TR SMALLER COs INV. TRUST

TRAFALGAR HOUSE

TSB GROUP

UNIGATE

UNILEVER

UNITECH

UNITED BISCUITS

UNITED NEWSPAPERS

VAUX GROUP

VENDOME UNITS

VICKERS

VODAFONE GROUP

WARBURG (SG) GROUP

WELLCOME

WHITBREAD (ORD.)

WILLIAMS HLDGS.

WILLIS CORROON GROUP

WILSON (CONNOLLY)

WIMPEY (G)

WITAN INV

WOLSELEY
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ZENECA

Copyright 1993 Goldman, Sachs & Co.

Information in this publication has been derived by Goldman, Sachs & Co. from the FT-Actuaries World
Indices, which are jointly compiled by The Financial Times Limited, Goldman, Sachs & Co. and NatWest
Securities Limited in conjunction with the Institute of Actuaries and the Faculty of Actuaries.

“FT-Actuaries World Indices”, “FT-Actuaries World Index” and “FTAWI” are trade and service marks of The
Financial Times Limited, and used under license by Goldman, Sachs & Co. and NatWest Securities Limited.

None of the compilers, the Actuaries or the members of the World Index Policy Committee makes any
warranty expressly or impliedly as to the merchantability or fitness for a particular purpose of the Indices
or is responsible for the performance of or any error in the Indices or this publication. None of them gives
any assurance regarding the continued calculation or publication of the Indices or any changes in their
constituents or in the methodology used in their calculation.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 94-6

Click to open document in a browser

February 28, 1994

  

Member Firm Regulation

 PLEASE ROUTE TO OPERATIONS OFFICER/PARTNER, COMPLIANCE, CASHIER, MARGIN AND
PRIME BROKER DEPARTMENTS

TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: MANAGING PARTNER/CHIEF EXECUTIVE OFFICER

SUBJECT: PRIME BROKER ARRANGEMENTS

On January 25, 1994 the Division of Market Regulation of the Securities and Exchange Commission (SEC)
issued a no-action letter regarding the applicability of Section 7, 10, 11(d), 15(c)(3) and 17 of the Securities
Exchange Act of 1934 (“The Act”) and Regulation T thereunder, and Rules 10a-1, 10b-10, 11d-1, 15c3-1 and
15c3-3 under The Act to prime broker arrangements.

The letter (see Attachment A) specifies conditions that must be met by prime brokers, executing brokers and
customers in order for these accounts to be treated as broker-dealer credit accounts pursuant to Section
220.11 of Regulation T. All member organizations engaged in prime broker arrangements, as an executing
broker or prime broker, must be in compliance with these conditions within six months from January 25, 1994.
One of these conditions is that broker-dealers must notify their Designated Examining Authority that they
intend to act as a prime broker. Exchange examiners will monitor for compliance with all of the requirements
contained in the letter as part of their routine examinations.

Questions regarding this memorandum should be directed to Richard Nowicki (212) 656-3295 or Steven
Levine (212)656-7080. Notifications that member organizations intend to function as a prime broker must be
made in writing to Credit Regulation, New York Stock Exchange, Inc., 20 Broad Street, 22nd Floor, New York,
New York 10005.

Raymond J. Hennessy

Vice President

Attachment A

UNITED STATES SECURITIES AND EXCHANGE COMMISSION WASHINGTON, D.C. 20549 DIVISION OF MARKET
REGULATION

January 25, 1994

Mr. Jeffrey C. Bernstein

Prime Broker Committee

c/o Bear, Stearns & Co., Inc.

One Metrotech Center North

Brooklyn, NY 11201

Re: Prime Broker Committee Request

Dear Mr. Bernstein:
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This is in response to your letter dated September 13, 1989 on behalf of the Prime Broker Committee 1

   in which you requested the views of the Division of Market Regulation of the Securities and Exchange
Commission (“Division”) and the Division of Banking Supervision and Regulation of the Board of Governors of
the Federal Reserve System (“FRS Division”) regarding the applicability of Sections 7, 10, 11(d), 15(c)(3) and

17 of the Securities Exchange Act of 1934 (“Exchange Act”) 2   and Regulation T 3   thereunder, and Rules

10a-1, 10b-10, 11d1-1, 15c3-1 and 15c3-3 under the Exchange Act 4   to prime broker arrangements. 5 

I. I. Background

On the basis of your letter, and subsequent conversations, we understand the facts to be the following.

Prime brokerage is a system developed by full-service firms to facilitate the clearance and settlement of
securities trades for substantial retail and institutional investors who are active market participants. Prime
brokerage involves three distinct parties: the prime broker, the executing broker, and the customer. The prime
broker is a registered broker-dealer that clears and finances the customer trades executed by one or more
other registered broker-dealers (“executing broker”) at the behest of the customer. Each of the executing
brokers receives a letter from the prime broker agreeing to clear and carry each trade placed by the customer
with the executing broker where the customer directs delivery of money or securities to be made to or by the
prime broker.

The customer maintains its funds and securities in an account with the prime broker. Orders placed with
the executing broker are effected through an account with the executing broker in the name of the prime
broker for the benefit of the customer. When a customer places a trade order (“trade date”), the executing
broker buys or sells securities in accordance with the customer's instructions. On trade date, the customer
notifies the prime broker of the trade performed by the executing broker. The transaction is recorded in the
customer's cash or margin account with the prime broker. At the same time, the prime broker records the
transaction in a “fail-to-receive/deliver” account with the executing broker.

The prime broker issues a confirmation or notification to the customer and computes all applicable credit
and Regulation T amounts. The executing broker confirms the transaction with the prime broker through the
Depository Trust Company's Institutional Delivery System. The prime broker then will affirm the trade if its
information matches successfully with the information received from the executing broker. The trade may then
be submitted to the National Securities Clearing Corporation for clearance and settlement following normal
settlement procedures. The prime broker then settles with the customer in the normal way.

The prime broker issues a statement of account to its customer at least on a monthly basis. The statement
includes all security transactions during that period and the resultant customer security positions and money
balances.

The Prime Broker Committee believes that this arrangement is advantageous to prime brokerage customers
because the prime broker acts as a clearing facility and accountant for all of the customer's security
transactions wherever executed as well as a central custodian for the customer's securities and funds.

II. II. Prime Broker Committee Proposal

The Prime Broker Committee has proposed that, for purposes of Regulation T, transactions effected for
the customer, between the executing broker and the prime broker, should be deemed broker-to-broker
transactions after completion of the affirmation process. The Prime Broker Committee also has proposed that,
(i) prior to the commencement of any prime brokerage activity, the prime broker send a letter to the executing
broker authorizing the executing broker to accept orders from the customer, which will be settled by the prime
broker, and (ii) the prime broker should have two business days to disaffirm trades before it must accept
settlement responsibility for trades executed on behalf of its prime broker clients.

The Prime Broker Committee believes that providing the prime broker with two business days to disaffirm
trades before finally accepting settlement responsibility for trades executed on behalf of customers is
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necessary to allow prime brokers sufficient time to review and ensure, among other things, that the trade
is within the credit limits established for the customer's account. In the event the prime broker disaffirms
a trade, the executing broker would be precluded from asserting that the prime broker, whose name had
been “given up” by the customer, but who had no knowledge of a particular trade at the time it was efffected,
should be the responsible party for consummating settlement of the transaction. Moreover, disaffirmed trades
would be treated as customer transactions on the books of the executing broker, and, therefore, subject to
the provisions of Regulation T. Since the trade could be disaffirmed by the prime broker, the Prime Broker
Committee believes that the executing broker would be compelled to fulfill its compliance responsibilities with
respect to the particular transaction and customer.

III. III. Discussion

The relationships described in your letter, as outlined above (i.e., “prime brokerage” or “prime broker
arrangement”), raise several questions under the Exchange Act. After analyzing current practices,
the Division and the FRS Division have determined that there is a need to clarify the obligations and
responsibilities under the Exchange Act of each of the parties involved in prime brokerage. The following is a
discussion of the application off the margin and credit regulations and the customer confirmation, short sale,
customer protection, and net capital provisions to prime brokerage.

A. Regulation T

Regulation T requires a broker or dealer to record all transactions with a single person in a margin account

unle ss specifically authorized for inclusion in another account. 6   Securities transactions effected for a
customer of a prime broker should be recorded in a margin account or, where permitted, a cash account.
Regulation T currently requires the executing broker to treat the customer as its own customer and record the
transaction in a cash or margin account at that firm since it can be said that the executing broker is extending
or arranging for the extension of credit to the customer until at least settlement date. The executing broker,
however, generally settles prime brokerage transactions following normal settlement procedures through the
prime broker's account at the executing broker, which is designated as a broker-dealer credit account. This
method appears to regard the customer as an agent of the prime broker for purposes of these transactions,
and to disregard the creditor/customer relationship between the executing broker and the customer.

Normally, under Regulation T, if a customer's margin purchase or short sale is involved, the executing

broker would have to determine whether a margin deposit is required in a margin account. 7   The required
margin amount would have to be deposited in the customer's account at the executing broker within seven

business days after the margin deficiency had been created. 8   Regulation T, moreover, would require that
the executing broker liquidate securities in a margin account to meet a margin call or to eliminate any margin

deficiency exceeding $500, if a margin call is not met in full within the required time. 9 

If the transactions were effected in a cash account, the executing broker would be able to buy from or sell to

the customer a security only under certain restrictive credit conditions. 10   Transactions in the cash account
are predicated on the broker accepting in good faith the customer's agreement that all securities sold have

already been paid for and all securities bought will be paid for before being sold. 11   In this account, full cash

payment for any customer purchases generally must be made within seven business days of trade date. 12 

If the customer has not paid in full for securities before the securities are delivered to the prime broker, the

account at the executing broker would be subject to a 90-day freeze. 13   Under prime brokerage as described
in your letter, however, the customer never pays the executing broker, but rather the prime broker. If the
account at the executing broker were a cash account, it would be “frozen” (i.e., securities purchases could
be effected only if cash sufficient to pay for the securities is on hand prior to the execution of the trade) every

time a security purchased is sent to the prime broker for payment by the customer. 14 
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The 90-day freeze would not apply if the securities are delivered to the prime broker for deposit in a cash

account which holds sufficient funds to pay for the delivered securities. 15   For this purpose, the executing
broker would need to rely on a written statement from the prime broker specifying that sufficient funds are

held in the customer's account at the prime broker to cover that particular trade (“letter of free funds”). 16 

B. Section 11(d)(1)

Section 11(d)(1) of the Exchange Act prohibits a person who is both a broker and a dealer from directly or
indirectly extending, maintaining, or arranging for the extension or maintenance of credit on any security
“which was part of a new issue in the distribution of which he participated as a member of a selling syndicate
or group” within the prior thirty days. Generally, this means that, absent an exemption, a customer of a
broker-dealer may not purchase a new issue security from or through that broker-dealer on credit for thirty
days after the completion of the broker-dealer's participation in the offering as a member of the selling
syndicate or group.

Absent the prime broker relationship, Rule 11d1-1(a) permits the customer's purchase of a security from
a selling group member to be financed in a margin account of a second broker (even one involved in the
distribution) if the second broker did not arrange the transaction. In a prime broker relationship in which the
customer initiates the margin account with the prime broker, the customer generally can be viewed as having
arranged for the credit provided through the margin account with the prime broker. Thus, where the prime
broker is not a member of a selling group or syndicate, the prime broker's extension of credit for the purchase
of the security through an executing broker who is a member of the syndicate is permissible as long as the
credit extension was not arranged by the executing broker. Similarly, where the prime broker alone, or both
the prime broker and the executing broker are members of the selling group or syndicate, the extension of
credit for the purchase of the security from the executing broker is permissible absent an arranging of the
credit by either broker.

Whether a financing has been impermissibly arranged is a question of fact. One example of such an
“arranging” would be where a salesman of the prime broker that is a selling group member solicited a
purchase order from a customer and, after being told by the customer that the customer wished to margin
the purchase, the salesperson directed the customer to an executing broker knowing that the transaction
would be financed in the customer's prime broker margin account. An impermissible arranging also would
be present where an executing broker participating in a distribution arranged for the customer to establish a
prime broker account at another broker-dealer to facilitate the financing of the security being distributed.

C. Customer Confirmations

Rule 10b-10 of the Exchange Act requires a broker or dealer, at or before the completion of a security

transaction, to send its customer a confirmation of the trade. 17   The confirmation typically serves as an
invoice and gives the customer an opportunity to verify and evaluate the details of the trade. The obligation to
send the confirmation normally falls on the broker with whom the customer places the order since that broker
generally has most of the information needed to comply with the disclosure requirements of the rule.

In the prime broker arrangement, the executing broker takes the order from the customer, yet the prime
broker typically issues the confirmation. Consequently, the prime broker may not have all the information
required to be on the confirmation by Rule 10b-10. Moreover, there appears to be uncertainty whether
information regarding the executing broker must be included on the confirmation.

We believe that the executing broker is required to send to the customer a confirmation of each trade placed
with the executing broker pursuant to the prime broker arrangement and such confirmation must comply
with the requirements of Rule 10b-10. You indicate, however, that customers generally do not wish to
receive individual confirmations directly from the executing broker, and would prefer to receive notification of
transactions solely from the prime broker.
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Thus, in lieu of the executing broker sending the confirmation directly to the customer, the executing broker
would, based on written instructions from the customer, send such confirmation to the customer in care of its
prime broker. Such written instructions to the executing broker would (i) explicitly request that the executing
broker send the confirmation to the customer in care of its prime broker, (ii) be a separate instrument from
the prime broker agreement, (iii) not be a condition of entering into a prime broker or executing broker
arrangement, and (iv) not be induced by differential fees based on whether an instruction is provided. The
prime broker would inform the customer in writing that the confirmation sent by the executing broker to
the customer in care of the prime broker is available promptly from the prime broker upon request, at no
additional charge.

On the day following the trade, the prime broker would send to the customer a notification of each trade
placed with the executing broker pursuant to the prime broker arrangement, based on information provided by
the customer. The prime broker would request in writing that the customer provide it with all the information
required on confirmations by Rule 10b-10; however, the notification from the prime broker to the customer
may omit the capacity of the executing broker, a designation of the trade price as an average price, and,
in principal trades, the reported trade price and the difference between this price and the net price to the
customer, if the customer fails to provide this information. The notification would clearly identify the executing
broker and prime broker and their roles in the trade. If the prime broker charges a transaction-based fee, the
notification would indicate the amount of the fee charged in the trade in addition to indicating any commission
charged by the executing broker.

We note that, in addition to the specific requirements of Rule 10b-10, the general anti-fraud provisions of
the securities laws require broker-dealers to disclose to their customers all facts that are material to the
transaction.

D. Short Sales

Rule 10a-1 under the Exchange Act prohibits any person, for his account or for the account of another, from
effecting a short sale of a security covered by the rule under the following conditions: (i) at a price below the
price at which the immediately preceding sale was effected (“minus tick”), or (ii) at the last sale price if it was

lower than the last preceding different price (“zero-minus tick”). 18   Rule 10a-1(c) prohibits broker-dealers
from effecting a sell order without marking the order either “long” or “short”. The responsibility for compliance
with these requirements must obviously rest with the executing broker.

The executing broker has the responsibility of ascertaining, from the prime broker or otherwise, that the
shares will be available for borrowing in order to effect a timely delivery. The National Association of
Securities Dealers, Inc. (“NASD”) and the New York Stock Exchange, Inc. (“NYSE”) require a member firm,
prior to effecting a customer's short sale, to make an affirmative determination that the security is available

or that it can borrow the security on behalf of the customer for delivery by the settlement date. 19   The
prime broker also must be aware of the nature of the sale because short sales must be recorded in a margin
account and margined in accordance with Regulation T.

IV. Response

The trading relationship currently in existence between the prime broker, the executing broker and the
customer does not fit in any of the account structures of Regulation T. The Division's staff believes that
under the current terms of Regulation T, the account opened at the executing broker (“the Account”) does
not appear to be a broker-dealer credit account because there is a client relationship between the executing
broker and the customer. However, based on the above discussion, after consultations with the FRS Division,
a nd without necessarily agreeing with the legal conclusions set forth by the Prime Broker Committee in any
of the various written and oral communications with the Division, as of six months from the date of this letter,
the Division will not recommend that the Commission take enforcement action if, pursuant to a prime broker
arrangement as discussed above, the executing broker and the prime broker treat the Account as if it were
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a broker-dealer credit account pursuant to Section 220.11 of Regulation T, 20   provided that the following

conditions set forth below are met. 21 

1. A broker-dealer must notify its Designated Examining Authority (“DEA”) that it intends to act as a prime
broker.

2. A broker-dealer acting as a prime broker must have net capital 22   of at least $1,500,000. A prime broker
that is not in compliance with this provision must notify immediately all parties with whom it engages in prime
brokerage activities, either individually or through the facilities off a clearing agency registered under Section

17A of the Exchange Act. 23 

3. Broker-dealers acting as executing brokers who clear prime broker transactions or broker-dealers clearing
prime broker transactions on behalf of executing brokers must have net capital of at least $1,000,000. An
executing broker that is not in compliance with this provision must notify immediately all parties with whom
it engages in prime brokerage activities, either individually or through the facilities of a clearing agency
registered under Section 17A of the Exchange Act.

4. A prime broker may not settle prime broker trades on behalf of a customer, unless the customer keeps a

minimum net equity with the prime broker of at least $500,000 in cash or securities with a ready market. 24

   If, as a result of fluctuations in the value of securities kept with the prime broker, the customer's net equity
falls below the required minimum amount, the customer shall have until 12:00 noon of the fifth business day
after the date when the net equity level fell below the required minimum amount to restore it to the $500,000
level.

If the customer fails to do so, the prime broker settling trades on behalf of such customer will notify, by the
close of business of the fifth day, all broker dealers (either individually or through the facilities of a clearing
agency registered under Section 17A of the Exchange Act) with whom it has a prime broker contract on
behalf of the customer that it is no longer acting as a prime broker for the customer. A prime broker must
indicate that it does not know (“DK”) any prime brokerage transaction commenced on behalf of the customer

on the day after it has sent the notification required by this provision. 25 

A prime broker may settle prime broker trades on behalf of customer accounts managed by an investment

adviser registered under Section 203 of the Investment Advisers Act of 1940, 26   if each account has a
minimum net equity of at least $100,000 in cash or securities with a ready market.

A prime broker may settle prime broker transactions on behalf of a cusotmer who keeps a minimum net
equity with the prime broker of at least $100,000 in cash or securities with a ready market, if said account is
subject to a binding, written contract providing for a cross-guarantee by another customer of the prime broker.
Pursuant to this provision, a customer may cross-guarantee another customer's account only if it keeps net
equity with the prime broker of at least $500,000 in cash or securities with a ready market. Cross-guarantees
of other customers would require additional net equity of $400,000 for each individual account that is cross-
guaranteed. This provision does not affect a prime broker's obligations and responsibilities under Regulation

T. 27 

5. Documentation

A. Prior to the commencement of any prime brokerage activity, the prime broker and the executing self
clearing firm or the clearing firm of an introducing broker acting as an executing broker must execute
a contract that specifies the obligations and responsibilities of the parties regarding the prime broker
arrangement.

(i) The obligations and responsibilities set forth in the contract must be consistent with the conditions specified
in this letter.
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(ii) The contract must conform to the terms set forth in condition 8 below, and specifically set forth the
executing broker's acknowledgement of its responsibility to know its customers, obtain all the proper
documentation (including all new account documents), conduct its own credit checks, and determine the
availability of shares to cover any short sales and process disaffirmed trades.

(iii) The contract must specify that, upon termination of the prime broker relationship with respect to a
particular customer, the prime broker shall notify the executing brokers, whether individually or through the
facilities of a clearing agency registered under Section 17A of the Exchange Act, that it is no longer acting as
a prime broker for the customer.

B. In addition to all written agreements necessary under the Federal securities laws and regulation, the prime
broker and the executing broker, individually, must execute contracts with each customer on whose behalf
the executing and the prime broker execute or settle prime brokerage transactions. Said contracts must be
signed by the customer, and specify the obligations and responsibilities of the parties regarding the prime
broker arrangement. The obligations and responsibilities set forth in these contracts must be consistent with
the conditions specified in this letter.

C. In cases involving introducing broker-dealers who act as executing brokers, the executing broker must
inform each broker-dealer clearing its transactions that it intends to act as an executing broker.

(i) The executing broker and its clearing firm must execute a contract that specifies the obligations and
responsibilities of the parties in the prime broker arrangement.

(ii) The obligations and responsibilities set forth in this contract must be consistent with the conditions
specified in this letter.

The executing broker and the prime broker must keep in their possession copies of these contracts along with
all other written agreements necessary to be able to execute or settle prime brokerage trades on behalf of
customers. These documents must be kept in an easily accessible place and be produced upon request by
the staff of the Commission or of any self-regulatory organization (“SRO”) of which they are members.

6. The prime broker must keep separate records identifying all customers using the prime broker
arrangement, along with the executing brokers employed by such customers. These separate records must
be kept in an easily accessible place and be produced upon request by the staff of the Commission or of any
SRO of which it is a member.

7. For all transactions, the customer and the executing broker must inform the prime broker of the contract
amount, the security involved, number of shares or number of units, and whether the transaction was a long
or short sale or a purchase, by the morning of the next business day after trade date.

Parties to a prime broker arrangement must utilize the facilities of a clearing agency registered under Section
17A of the Exchange Ace for the issuance of trade confirmations and affirmations, provided that such facilities
comply with the provisions of this letter and, in particular, that confirmations are issued and received by the
morning of the next business day after trade date.

8. The prime broker must be responsible to settle each of the customer's transactions placed with the
executing broker and timely confirmed to and received by the prime broker in accordance with the provisions
of condition 7 above, unless the prime broker disaffirms or DKs a particular transaction by no later than the

close of business (as this term is defined by the corresponding clearing agency) of trade date plus one. 28  
Accordingly, the executing broker must undertake its own credit review to ensure that it knows the customer

as to these transactions. 29 

When utilizing the facilities of a clearing agency registered under Section 17A of the Exchange Act for

the issuance of trade confirmations and affirmations, a prime broker may disaffirm or DK 30   a particular
transaction before the close of business (as this term is defined by the corresponding clearing agency) of
the day following the date when it receives a trade confirmation which was timely entered by the executing
broker, if, due to unusual circumstances affecting the operations of the clearing agency (including, but not
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limited to, technical difficulties, natural disasters or power blackouts), the prime broker receives the trade
confirmation for that particular transaction after 12:00 noon (eastern time) of trade date plus one. When
necessary, a prime broker must disaffirm or DK a particular transaction through the facilities of the clearing
agency that issued the trade confirmation.

In all cases, if the prime broker receives a confirmation on a day when the major securities markets are
closed, the prime broker shall have until the close of business (as this term is defined by the corresponding
clearing agency) of the next day when the major securities markets are open to DK or disaffirm that trade.

9. The prime broker must keep a record that identifies all trades disaffirmed during the previous three years,
specifying the identities of the executing broker and the customer for each trade.

A. This record kept by the prime broker identifying all trades disaffirmed during the previous three years must
be kept in an easily accessible place and be produced upon request by the staff of the Commission or of the
SRO of which they are members.

B. If the prime broker disaffirms or DKs a trade, then the transaction will continue to be treated as a customer
transaction on the books of the executing broker. If the disaffirmed or DKed trade is a short sale, the
executing broker will treat the transaction as if it had been executed in a customer margin account.

10. The executing broker must comply with all the applicable short sale provisions and, prior to the execution
of any short sale, the executing broker must determine that securities can be borrowed to deliver against the
short sale.

11. Pursuant to Rule 10b-10 under the Exchange Act, the executing broker must send directly to the
customer a confirmation of each trade placed with the executing broker pursuant to the prime broker
arrangement. Such confirmation must comply with the specific requirements of Rule 10b-10. Alternatively, the
executing broker may send the confirmation to the customer in care of the prime broker if the customer has
instructed the executing broker to do so in writing in an instrument separate from the prime broker agreement.
Such an instrument must not be a condition for entering into the prime broker arrangement or executing
trades through the executing broker, or be induced by differential fees based on whether an instruction is
provided. The prime broker must inform the customer in writing that the confirmation sent by the executing
broker to the customer in care of the prime broker is available to the customer without charge promptly on
request.

In addition, on the day following the transaction, the prime broker must send to the customer a notification of
each trade placed with the executing broker pursuant to the prime broker arrangement, based on information
provided by the customer. Such notification must include all the information required for confirmations by
Rule 10b-10 except the capacity of the executing broker, an average price designation, and, in principal
trades, the reported trade price and the difference between that price and the net price to the customer, if
the customer fails to provide this information to the prime broker. Such notification also must disclose any
transaction-based charges imposed by the prime broker, in addition to disclosing any commission charged by
the executing broker.

12. The executing broker must keep and preserve the records required under subparagraphs (a)(6), (a)(7)

and (a)(9) of Rule 17a-3 31  ) relating to trades placed with the executing broker pursuant to the prime broker
arrangement.

13. If the prime broker disaffirms a trade the following steps must be taken:

A. the prime broker must send a cancellation notification to the customer to offset the notification sent on the
day following trade date.

B. the executing broker must immediately send a new confirmation of the replacement transaction to the
customer.

The replacement confirmation must disclose the information required under Rule 10b-10 under the Exchange
Act.
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14. Section 11(d)(1) prohibits an executing broker from extending or arranging for a prime broker to extend
credit on a security sold by the executing broker to the customer if the executing broker was a member
of a selling syndicate or group within the prior thirty days; however, the prime broker may extend credit
on such a security in a margin account previously established independently by the customer if this credit
was not otherwise arranged by the executing broker. Section 11(d)(1) also prohibits a prime broker from
extending credit on a security that it has sold or arranged for the executing broker to sell to the customer if the
prime broker was a member of a selling syndicate or group for the security in the prior thirty days; however,
pursuant to Rule 11d1-1(a), a prime broker may extend credit in a prime broker account on a security sold by
an executing broker if the prime broker has not otherwise arranged for that sale.

15. The prime broker must treat the customer as its own customer for all purposes including Regulation T
and Rules 15c3-1, 15c3-3, 17a-3 and 17a-4 under the Exchange Act, if it does not disaffirm or DK the trade
as provided above. For example, if the account at the prime broker is a cash account, the prime broker is
responsible for implementing the 90-day freeze under Regulation T if securities are sold before they are fully
paid. If the prime broker disaffirms or DKs any trade, the executing broker must treat the customer as its own
customer for each transaction which is disaffirmed or DKed.

16. Broker-dealers may not engage in prime brokerage activities with other broker-dealers or with customers
if they actually know or have reason to know that such party is not in compliance with the provisions of this
letter.

This is a position of the Division's staff concerning enforcement action with regard to certain aspects of
Sections 7, 10, 11(d), 15(c)(3) and 17 of the Exchange Act and Regulation T thereunder, and Rules 10a-1,
10b-10, 11d1-1, 15c3-1, 15c3-3, 17a-3 and 17a-4 under the Exchange Act, and does not represent any legal
conclusions. This position is based solely on the description and representations made to the Division and the
FRS Division, as set forth above. Any factual variations might require a different response. This position may
be withdrawn or modified if the Division determines that such action is necessary in the public interest, for the
protection of investors, or otherwise, in furtherance of the purposes of the securities laws.

The staff of the Division believes that the outlined treatment is a reasonable interim approach to the issues
associated with prime brokerage. On or before December 31, 1995, the staff of the Division will notify the
Prime Broker Committee with respect to extensions, modifications or termination of the no-action position
expressed in this letter. During this period we will seek the assistance of the Prime Broker Committee in
determining the appropriate course of action.

Sincerely,

Brandon Becker

Director

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  We understand that the Prime Broker Committee consists of representatives from prime brokers
and executing brokers and the Credit Division of the Securities Industry Association. The Committee
was organized to review and evaluate the operation of prime broker arrangements and recommend
appropriate changes to regulations in order to clarify the responsibilities and obligations of the various
parties.

2  15 U.S.C. §§78g, 78j(b), 78k(d) & 78o(c)(3).

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

910

http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE15c3-1/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE15c3-3/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE17a-3/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE17a-4/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D11%28d%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D15%28c%29%283%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D17/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE10a-1/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE10b-10/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE11d1-1/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE15c3-1/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE15c3-3/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE17a-3/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE17a-4/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


3  3 12 C.F.R. Part 220.
4  17 C.F.R. §§240.10a-1, .10b-10, .11d1-1, .15c3-1 & .15c3-3.
5  This letter discusses some of the most significant provisions applicable to the prime broker arrangement.

Nevertheless, it is the responsibility of the parties to a prime broker arrangement to comply with all
applicable provisions of the securities laws and regulations.

6  12 C.F.R. §§220.1(b)(1).
7  12 C.F.R. §§220.4(b), (c) & .5(a), (b) & (c).
8  12 C.F.R. §§220.4(c)(3).
9  12 C.F.R. §§220.4(d).

10  See 12 C.F.R. §220.8(a)
11  12 C.F.R. §220.8(a)(1) & (2).
12  12 C.F.R. §220.8(b)(1).
13  12 C.F.R. §220.8(c)(1).
14  12 C.F.R. §220.8(c)(1).
15  12 C.F.R. §220.8(c)(2).
16  12 C.F.R. §220.8(c)(2)(ii).
17  17 C.F.R. §240.10b-10.
18  17 C.F.R. §240.10a-1(a)(1)(i).
19  See Section (b)(2) to the NASD Board of Governors Interpretation on Prompt Receipt and Delivery of

Securities; NYSE Rule 440C, "Delivery Against Short Sales," Interpretation of .10/10 "Short Sale."
20  12 C.F.R. §220.11.
21  Accordingly, if the conditions set forth in this letter are met, a letter of free funds would not be required

for transactions in the Account that are paid for through the customer's account at the prime broker.
22  See 17 C.F.R. §240.15c3-1.
23  15 U.S.C. §78q-1.
24  17 C.F.R. §240.15c3-1(c)(11) (defining the term "ready market").
25  Until January 1, 1995 or such time as The Depository Trust Company's Institutional Delivery System

is enhanced to support the possibility of DKs for trades, if later, for purposes of this provision, a prime
broker utilizing the facilities of a clearing agency for the issuance of trade confirmations and affirmations
may not affirm any prime brokerage transaction commenced on behalf of the customer on the day after it
has sent the notification required by this provision.

26  15 U.S.C. §80b-3.
27  See 12 C.F.R. §220.3(d)
28  In cases where trade data is corrected in the form of "as of" trades and the corresponding confirmation

is received by the prime broker before noon, the prime broker must be responsible to settle such
transaction placed with the executing broker, unless the prime broker disaffirms or DKs the trade by no
later than the close of business (as this term is defined by the corresponding clearing agency) of the
day when the prime broker receives the confirmation. If the confirmation is received after noon the prime
broker will have until the close of business of the next business day to disaffirm or DK the trade.

29  The ability to disaffirm is otherwise inconsistent with the structure of a broker-dealer credit account under
the current language of Regulation T.

30  Until January 1, 1995 or such time as The Depository Trust Company's Institutional Delivery System
is enhanced to support the possibility of Dks for trades, if later, a prime broker utilizing the facilities of
a clearing agency for the issuance of trade confirmations and affirmations will be responsible to settle
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customers' transactions placed with the executing broker, only when such trades have been affirmed but
not disaffirmed in accordance with the time frames set forth in this condition.

31  17 C.F.R. §240.17a-3(a)(6) & (a)(7).
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February 23, 1994

  

Member Firm Regulation

 PLEASE ROUTE TO CREDIT, COMPLIANCE, FINANCIAL, OPERATIONS, P&S, TRADING AND
UNDERWRITING DEPARTMENT

TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: MANAGING PARTNER/CHIEF EXECUTIVE OFFICER AND SUBSCRIBERS

SUBJECT: REMINDER - SECOND INSTALLMENT DUE MARCH 1, 1994 BRITISH
TELECOMMUNICATIONS PLC AMERICAN DEPOSITARY SHARES - NYSE, SEC AND FRB
REQUIREMENTS AND GUIDELINES

First Interim American Depositary Receipts of British Telecommunications PLC have been trading “regular
way” on the New York Stock Exchange since July 19, 1993. In view of the installment nature of payments, the
Exchange wishes to remind member organizations:

- The second installment payment of British Telecommunications PLC representing 34% of the offering price
(or the dollar equivalent of 14.00 British pounds sterling) will be due March 1, 1994.

- The final installment will be due October 11, 1994.

- Prior to full payment, the American Depositary Shares will be represented by Interim American Depositary
Shares (Interim ADRs), which will be evidenced by American Depositary Receipts in interim form (Interim
ADRs). Upon full payment, they will be evidenced by American Depositary Receipts (Adrs) in final form.

- Holders of the Interim ADRs are responsible for payment of the second and final installments plus amounts
in respect of UK stamp duty reserve tax.

- Special requirements covering the subject matter below were released in Information Memo Number 93-28
issued July 22, 1993:

(a) Margin requirements

(b) SEC capital, reserve formula and custody and control of securities requirements

(c) Disclosure of customers' liability to insure that customers are aware of the installment nature of payment
for ADRs and the obligation of the holder of Interim ADRs to make payment of future installments

(d) Annual Certification to Her Majesty's Government, as to the number of ADRs held continuously on behalf
of a qualifying individual by qualifying nominees

- Additional operation details appear in a circular dated January 27, 1994 addressed to Managing Partners or
Principal Officers of member organizations, which was prepared by the New Listings and Corporate Liaison
Department. (Operational inquiries may be directed to Gary Tuttle (212) 656-5025 or Edwin Mecabe (212)
656-5024.)

Questions regarding margin requirements should be directed to Richard Nowicki (212) 656-3295 or Steven
Levine (212) 656-7080. Questions on other subjects discussed in this memorandum should be directed to
your finance coordinator.

Raymond J. Hennessy

Vice President
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February 11, 1994

  

Market Surveillance

 PLEASE NOTE THAT MOC PROCEDURES PROVIDE THAT MOC ORDERS IN ALL STOCKS
PERTAINING TO INDEX STRATEGIES WHICH RELATE TO EXPIRING CONTRACTS MUST BE IN BY
3:40 P.M. THERE WILL BE ONLY ONE MOC ORDER IMBALANCE NOTIFICATION. NO CANCELLATIONS
OF MOC ORDERS IN ANY STOCKS ARE PERMITTED AFTER 3:40 P.M.

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Revised Procedures for Handling Market-on-Close Orders on
February 18, 1994 (“Expiration Friday”)

•AUXILIARY OPENING PROCEDURES WILL BE IN EFFECT THIS MONTH AND EVERY MONTH FOR
SELECTED MIDCAP STOCKS AS WELL AS REGULAR PILOT STOCKS.

•NO MOC ORDERS RELATED TO A STRATEGY INCLUDING ANY STOCK INDEX FUTURES, STOCK
INDEX OPTIONS OR OPTIONS ON STOCK INDEX FUTURES IN EXPIRING CONTRACTS MAY BE
ENTERED AFTER 3:40 P.M. IN ANY STOCK. FLOOR BROKERS REPRESENTING SUCH ORDERS MUST
INDICATE THEIR MOC INTEREST TO THE SPECIALIST BY 3:40 P.M.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:40 P.M IN ANY STOCK.

•AS SOON AS PRACTICABLE, AFTER 3:40 P.M., A SINGLE PUBLICATION OF MOC ORDER
IMBALANCES OF 50,000 SHARES OR MORE WILL BE PUBLISHED IN THE PILOT STOCKS.

•AFTER 3:40 P.M. IN THE PILOT STOCKS, MOC ORDERS MAY ONLY BE ENTERED TO OFFSET
PUBLISHED IMBALANCES.

1. DETAILED DISCUSSION IS PROVIDED ON THE FOLLOWING PAGES.

The February 18, 1994 expiration Friday Pilot stock lists are attached. Please note that only opening
procedures apply to the Midcap-related list.

2. OPENING PROCEDURES

For each monthly expiration, several auxiliary procedures are necessary to integrate stock orders relating to
expiring contracts into NYSE's opening procedures in a manner that assures an efficient market opening in
each stock as close to 9:30 a.m. as possible. The auxiliary opening procedures applicable on February 18,
1994 are:

1. Order Entry

Stock orders relating to index contracts whose settlement pricing is based upon the February 18, 1994
opening prices must be received by SuperDot or by the specialist by 9:00 a.m.

- These orders may be cancelled or reduced in size. 1 

- Stock orders relating to index contracts whose settlement pricing is not based upon the February 18, 1994
opening prices may be entered after 9:00 a.m.
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To facilitate early order entry, SuperDot (1) will begin accepting orders at 7:30 a.m. and (2) will accept market
orders of 30,099 shares or less.

“Limit-at-the-opening” (“limit OPG”) orders are permitted, including delivery through Exchange systems.

- Ordinary limit orders may also be entered.

2. Order Identification

Stock orders relating to opening-price settling contracts must be identified “OPG.”

- Firms entering these orders through SuperDot, but unable to identify orders as “OPG”, may use a unique
branch code or firm identifier (mnemonic) to identify these orders. The NYSE Market Surveillance Division (11
Wall Street, 10th Floor) must be advised of the branch code or identifier by February 21, 1994.

- Firms unable to identify these orders in either way, and firms not using SuperDot, must submit a list of all
these orders and related details to the NYSE Market Surveillance Division by February 21, 1994.

3. Dissemination of Order Imbalances

For any of the pilot stocks and for ten selected S&P MidCap 400 Index stocks (lists attached) having a market
order imbalance of 50,000 shares or more at 9:00 a.m., the NYSE will disseminate the size of the order
imbalance via the low-speed ticker and the news services as promptly as practicable after 9:00 a.m.

4. Dissemination of Indications

Except for the auxiliary procedures described above, all stocks, including the pilot stocks and selected
MidCap stocks, are subject to the regular NYSE opening procedures, including price indications where a
substantial price change is anticipated. Dissemination of an indication is mandatory for an opening which
will result in a price change constituting the lesser of 10% or three points from the prior NYSE close, or five
points if the previous close is $100 or higher, unless the price change is less than one point. Fifteen minutes
must elapse between a first indication and a stock's opening. However, when more than one indication is
necessary, a stock may open (1) five minutes after the last indication when it overlaps the prior indication
(e.g., 51 - 53 overlaps 50 - 52, but does not overlap 53 - 55) and (2) ten minutes after the last indication when
it does not overlap the prior indication, provided that 15 minutes must have elapsed from the dissemination of
the first indication.

3. PROCEDURES RELATING TO THE C LOSE

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. Applicable MOC orders
are those relating to a strategy involving any stock index futures, stock index options, or options on stock
index futures, in all stocks. These procedures have been filed as a rule with the SEC.

The cut-off time is 3:40 p.m. for the entry of MOC orders that relate to a strategy including any expiring stock
index futures, stock index options or options on stock index futures. This requirement applies to all stocks
involving such a strategy, not just pilot stocks. Floor brokers representing such orders must indicate their
MOC interest to the specialists by 3:40 p.m. These closing procedures will be implemented with the February
18, 1994 expiration.

1. Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.
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In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

2. Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:40 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will continue to be permitted after 3:40 p.m.

3. Special Procedures on Limitation of Entry of Orders and Publication of Imbalances in Pilot Stocks

You must, as stated above and required for all stocks, enter all MOC orders, in positions relating to a strategy
involving any expiring stock index futures, stock index options, or options on stock index futures, by 3:40 p.m.
eastern time. In addition, as described below, there are special limitations regarding the subsequent entry
of orders, and special procedures for publication of imbalances that are applicable only to pilot stocks (see
attached lists). It should be noted that, pursuant to Rule 13, an order for execution at the close may only be
entered for execution at-the-market; “limit-at-the-close” orders are not permitted.

As soon as possible after 3:40 p.m., the Exchange will publish on the tape any imbalance of MOC orders
of 50,000 shares or more that existed at 3:40 p.m. in those pilot stocks. This will be the only MOC order
imbalance publication. If a “No Imbalance” notice is published in a pilot stock, no MOC orders will be
permitted in that stock. While MOC orders previously entered may be cancelled or reduced in size until 3:40
p.m., once a publication of an imbalance in a pilot stock has been made, any MOC orders subsequently
entered in such pilot stock will be accepted only to trade on the opposite side of the market in relation to such
published imbalance. The liquidation of positions relating to a strategy involving any stock index futures, stock
index options, or options on stock index futures using MOC orders entered after 3:40 p.m. is not permitted,
even if such orders might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:40 p.m. may not reflect the imbalance that exists at the close.

The procedures stated in this section relate only to the pilot stocks. Regular procedures, including revised
procedures for all stocks that are stated on Pages One through Four, will apply to all other listed securities.

4. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The specialist may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they may be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

5. “G” Orders

Proprietary orders represented pursuant to Section 11(a) (1) (G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).
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Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a) (1) (G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

80A. Rule 80A

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption form Rule 80A applies only on the last trade date prior to each month's expiration.

6. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a) (2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
David Leibowitz at (212) 656-4588.

Robert J. McSweeney

Senior Vice President

                               

Attachments

            

4. Expiration Friday Pilot Stocks - February 18, 1994

        ABT    ABBOTT LABORATORIES

        AXP    AMERICAN EXPRESS COMPANY

        AHP    AMERICAN HOME PRODUCTS CORPORATION
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        AIG    AMERICAN INTERNATIONAL GROUP INC.

        T      AMERICAN TELEPHONE AND TELEGRAPH

        AIT    AMERITECH CORP.

        AN     AMOCO CORPORATION

        ARC    ATLANTIC RICHFIELD COMPANY

        BAC    BANKAMERICA CORPORATION

        BEL    BELL ATLANTIC CORPORATION

        BLS    BELLSOUTH CORPORATION

        BA     BOEING COMPANY

        BMY    BRISTOL MYERS SQUIBB COMPANY

        CHV    CHEVRON CORPORATION

        C      CHRYSLER CORP.

        *CCI   CITICORP

        KO     COCA -COLA COMPANY

        DOW    DOW CHEMICAL COMPANY

        DD     DU PONT COMPANY
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        EK     EASTMAN KODAK COMPANY

        LLY    ELI LILLY AND COMPANY

        XON    EXXON CORPORATION

        FNM    FEDERAL NATIONAL MORTGAGE ASSOCIATION

        F      FORD MOTOR COMPANY

        GE     GENERAL ELECTRIC COMPANY

        GM     GENERAL MOTORS CORPORATION

        GTE    GTE CORPORATION

        HWP    HEWLETT-PACKARD COMPANY

        HD     HOME DEPOT INC.

        IBM    INTERNATIONAL BUSINESS MACHINES CORP.

        IP     INTERNATIONAL PAPER COMPANY

        JNJ    JOHNSON AND JOHNSON

        MCD    MCDONALDS CORPORATION

        MRK    MERCK AND COMPANY

        MMM    MINNESOTA MINING AND MANUFACTURING
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        MOB    MOBIL CORPORATION

        MOT    MOTOROLA INC.

        NYN    NYNEX CORPORATION

        PAC    PACIFIC TELESIS GROUP

        PEP    PEPSICO INC.

        PFE    PFIZER INC.

        MO     PHILIP MORRIS COS. INC.

        PG     PROCTER AND GAMBLE COMPANY

        RD     ROYAL DUTCH PETROLEUM COMPANY

        S      SEARS ROEBUCK COMPANY

        SBC    SOUTHWESTERN BELL CORPORATION

        TX     TEXACO INC.

        TWX    TIME WARNER INC.

        UN     UNILEVER N.V. ORD SHARES

        USW    U.S. WEST INC.

        WMT    WAL-MART STORES INC.
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        DIS    WALT DISNEY COMPANY

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of February 4, 1994
and the 20 Major Market Index stocks. The indicated (*) stock has been added to the list. SLB has been
deleted.

           

5. MidCap Index Expiration Friday Stocks - February 18, 1994

        BK     Bank of New York Company, Inc.

        CU     CUC International Inc.

        *EMC   EMC Corporation

        BEN    Franklin Resources Inc.

        GME    General Motors Corp. Class E

        IGT    International Game Technology

        KEY    Keycorp

        MS     Morgan Stanley Group Inc.

        LUV    Southwest Airlines Company

        UNH    United Healthcare Corporation

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of February 4,
1994. The indicated (*) stock has been added to the list. FBS has been deleted.

6. MEMORANDUM

Date: February 11, 1994

To: All Floor Members
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From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) Orders

1. MOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

2A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

     1. Example #1   200,000 buy MOC

                      50,000 sell MOC

                      50,000 sell plus MOC

                      25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

     2. Example #2   100,000 sell MOC

                      50,000 buy MOC

                      25,000 buy minus MOC

                      25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000−B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

3Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4-1/2 - last sale 20 3/8

3A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus or sell
short order would go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the
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other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus or
sell short order would go ahead of the 20 1/2 limit sell orders on the book because it should be treated like a
market order. Similarly, a market-on-close buy minus order would be treated as a limit order if the last sale
was on a “plus” or “zero plus”, going behind any buy orders limited at 20 1/4. If the last sale was on a “minus”
or “zero minus” tick, the market-on-close buy minus order would be treated as a market order and executed
ahead of 20 1/4 limit buy orders on the book.

4Q. Are limit at-the-close or MOC “short” at-the-close orders permitted?

4A. Limit at-the-close orders, where a specific price is indicated, are not allowed. Firms may enter “short”
MOC orders.

5Q. Should brokers in the Crowd give the specialist their orders prior to the final bell? How should
they be handled by the specialist?

5A. Yes. In the pilot stocks, any brokers in the Crowd handling orders relating to strategies should give their
orders to the specialist by 3:40 p.m., to allow the specialist to arrange a closing price. Such orders should be
handled like “love” orders on the opening.

6Q. Can MOC orders be entered in the pilot stocks if a “No Imbalance” notice is published at 3:40
p.m.?

6A. No MOC orders may be entered if a “No Imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.
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January 26, 1994

  

Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS AND SUBSCRIBERS

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, INTERNAL AUDIT/COMPLIANCE
AND LEGAL DEPARTMENTS

SUBJECT: Securities and Exchange Commission Information for Investors Bulletin Concerning Possibly
Fraudulent Schemes

The Securities and Exchange Commission recently issued an Information for Investors bulletin entitled “So-
Called “Prime” Bank and Similar Financial Instruments” . In it, the Commission alerts investors and regulated
entities to possibly fraudulent schemes involving the issuance, trading or use of so-called “prime” bank,
“prime” European bank or “prime” world bank financial instruments.

The Commission requests that those with information regarding the offer or sale of “prime” bank or similar
financial instruments provide that information to a regional office of the Commission. Attached is a copy of the
Information for Investors bulletin, which includes addresses for the Commission's regional offices.

Raymond J. Hennessy

Vice President

1. INFORMATION FOR INVESTORS

From the U.S. Securities and Exchange Commission

1. So-Called “Prime” Bank and Similar Financial Instruments

The Securities and Exchange Commission (“Commission”) is alerting investors and regulated entities to the
recent escalation in the number of possibly fraudulent schemes involving the issuance, trading or use of so-

called “prime” bank, “prime” European bank or “prime” world bank financial instruments. 1   These instruments
typically take the form of notes, debentures, letters of credit, and guarantees. Also typical in the offer of these
instruments is the promise or guarantee of unrealistic rates of return; e.g., a 150 percent annualized rate of
“profits”. Common targets of these schemes include both institutional and individual investors, who may also
be induced to participate in possible “Ponzi” schemes involving the pooling of investors' funds to purchase
“prime” bank financial instruments.

On October 21, 1993, the federal financial institution supervisory agencies 2   issued an Interagency Advisory
to their regulated financial institutions. The Interagency Advisory also warned of the use of schemes involving
“prime” bank financial instruments and noted that:

•The agencies had been advised that “individuals have been improperly using the names of large, well-
known domestic and foreign banks, the World Bank, and central banks in connection with their ‘Prime Bank’
schemes.”

•These institutions “had no knowledge about the unauthorized use of their names or the issuance or anything
akin to ‘Prime Bank’-type financial instruments.”
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•The staffs of the federal financial institution supervisory agencies are unaware of the legitimate use of any
financial instrument called a “Prime Bank” note, guarantee, letter of credit, debenture, or similar type of
financial instrument.

Financial institutions should be attentive to the attempted use of traditional types of financial instruments that
are referred to in an unconventional manner, “such as a letter of credit referencing forms allegedly produced
or approved by the International Chamber of Commerce.” As to this latter point, the Interagency Advisory
referred to examples of “bogus schemes involving the supposed issuance of an ‘ICC 3034’ or an ‘ICC 3039’
letter of credit by a domestic or foreign bank.”

The Interagency Advisory also noted that many of the illegal or dubious schemes that have come to the
attention of regulatory agencies “appear to involve overly complex loan funding mechanisms.” In the eyes of
an unsophisticated investor, this complexity may make a questionable investment appear worthwhile. The
Commission warns investors and those who may advise them, particularly broker-dealers and investment
advisors, of this possible hallmark o fraud and reminds them of a basic rule for avoiding securities fraud, “If it
looks too good to be true, it probably is!”

* * * *

The Commission requests that those with information regarding the offer or sale of “prime” bank or similar
financial instruments provide that information to one of the Commission offices listed below. When information
is sent to one of the Commission's regional or district offices, it should be sent to the attention of the Assistant
Regional Administrator (Enforcement).

Northeast Regional Office

7 World Trade Center

Suite 1300

New York, NY 10048

(212) 748-8000

FAX: (212) 748-8049

Boston District Office

73 Tremont Street

Suite 600

Boston, MA 02108-3912

(617) 424-5900

FAX: (617) 424-5940

Philadelphia District Office

The Curtis Center, Suite 1005 E. 601

Walnut Street

Philadelphia, PA 19106-3322

(215) 597-3100

FAX: (215) 597-5885

Southeast Regional Office

1401 Brickell Avenue

Suite 200

Miami, FL 33131
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(305) 536-5765

FAX: (305) 536-7465

Atlanta District Office

3475 Lenox Road, N.E.

Suite 1000

Atlanta, GA 30326-1232

(404) 842-7600

FAX: (404) 842-7666

Midwest Regional Office

Northwestern Atrium Center

500 West Madison Street

Suite 1400

Chicago, IL 60661-2511

(312) 353-7390

FAX: (312) 353-7398

Central Regional Office

1801 California Street

Suite 4800

Denver, CO 80202-2648

(303) 391-6800

FAX: (303) 391-6868

Fort Worth District Office

801 Cherry Street

19th Floor

Fort Worth, TX 76102

(817) 334-3821

FAX: (817) 334-2700

Salt Lake District Office

500 Key Bank Tower

50 S. Main Street, Suite 500

Box 79

Salt Lake City, UT 84144-0402

(801) 524-5796

FAX: (801) 524-3558

Pacific Regional Office

5670 Wilshire Boulevard

11th Floor
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Los Angeles, CA 90036-3648

(213) 965-3998

FAX: (213) 965-3812

San Francisco District Office

44 Montgomery Street

Suite 1100

San Francisco, CA 94104

(415) 705-2500

FAX: (415) 705-2501

Seattle District Office

3090 Jackson Federal Building

915 Second Avenue

Seattle, WA 98174

(206) 220-7500

FAX: (206) 220-7560

Division of Enforcement

Mail Stop 4-8A

Washington, DC 20549

(202) 504-2220

FAX: (202) 272-3636

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  These schemes do not involve the offer or sale of financial instruments issued by any financial institution
having the word “prime” in its name; rather, that word (or a synonym, as in the phrase "top fifty world
banks") is used to refer, generically, to financial institutions of purportedly high repute and financial
soundness.

2  These agencies are the Board of Governors of the Federal Reserve System, the Federal Deposit
Insurance Corporation, the National Credit Union Administration, the Office of the Comptroller of the
Currency, and the Office of Thrift Supervision.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 94-2
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January 20, 1994

  

Market Surveillance

 NOTE: PLEASE ROUTE TO YOUR COMPLIANCE OFFICER

TO: All Members and Member Organizations/Chief Operating Officers

SUBJECT: Addition of Market-at-the-Close (“MOC”) Order Handling Requirements for Expiration Days to the
List of Rules Subject to the Imposition of Fines for Minor Violations Under Rule 476A Procedures

The Securities and Exchange Commission has recently approved the addition of procedures for entering
and canceling market-at-the-close (“MOC”) orders on monthly and quarterly expiration days, (i.e., expiration
Fridays and the days on which Quarterly Index Expiration options expire) to the list of rules for violations of
which the Exchange may determine to impose fines pursuant to the expedited procedures of Rule 476A. This
is effective immediately.

The expiration day procedures are announced to members and member organizations through Information
Memos issued before each expiration day. The procedures require that, among other matters, MOC orders
be entered by 3:40 p.m. on expiration days if they are related to a strategy involving any stock index future,
stock index option or option on stock index future in expiring contracts, after 3:40 p.m. MOC orders in the
pilot stocks may only be entered to offset a published imbalance and no MOC orders may be canceled in any
stock after 3:40 p.m.

Members are reminded that, notwithstanding the procedures authorized by Rule 476A, the Exchange may,
in any case it deems appropriate, proceed to bring charges and commence a formal disciplinary proceeding
under Rule 476.

The List of Rules for violations of which the Exchange may determine to impose fines under Rule 476A and
the amount of fines that may be imposed are contained in Exhibit A.

Questions concerning any matters discussed in this Information Memo may be addressed to Donald Siemer
(212) 656-6940 or David Leibowitz (212) 656-4588.

Robert J. McSweeney

Senior Vice President

A. Exhibit A

Additions Underscored

1. LIST OF EXCHANGE RULE VIOLATIONS AND FINES APPLICABLE THERETO PURSUANT TO RULE 476A

• Rule 15 (ITS and Pre-Opening Applications) and Rule 15A (ITS “Trade-Throughs” and “Locked-Markets”
and ITS Block Trade Policy)

• Rule 79A.30 requirement to obtain Floor Official approval for trades at wide variations from last sale

• Rule 80A(c) and (d) tick requirements for certain orders when the Dow Jones Industrial Average 1   has
moved 50 points from the previous close
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•Reporting rule violations (Rule 97.40, 104A.50, 107.30, 112A.10, 312(a), (b) & (c), 313, 345.17, 346(c), 351,
421, 440F, G & H and 706)

•Participation in the Specialist Performance Evaluation Questionaire (SPEQ) Process (Rule 103A)

• Rule 104.10 (Functions of Speicialists)

• Rule 104.12 Specialist investment account rule violations

•Specialists' Contact With Listed Companies and Member Organizations (Rule 106)

• Rule 107.10 RCMM stabilization requirement violations

• Rule 112(d) Competitive Trader stabilization requirement violations

• Rule 116.30 requirements for specialists' stopping stock

•Record retention rule violations (Rules 117, 121, 123, 123A.20, 345.11, 410, 432(a) and 440)

•Failure to Time-Record Orders Received at the Specialist's Post (Rule 121) and Failure to Time-Record
Orders received at a Member's Booth from off the Floor (Rule 123)

•Failure of a member or member organization to use standardized Floor stationery as required by Rule
123A.23

•Percentage Orders (Rule 123A.30)

• Rule 123A.40 requirement to obtain Floor Official approval for election of stop orders

•Failure to collect and/or submit all audit trail data specified in Rule 132

• Rule 134(c) and (e) requirement to comply with specified QT procedures and time periods

•Failure to Obtain Exchange Approval Rule Violations (Rules 312(h) & (i), 342(c), 342.10, 382(a) and 791(c))

•Failure of a member organization to have individuals responsible and qualified for the positions of Financial
Principal, Operations Principal, Compliance Official, Branch Office Manager and Supervisory Analyst (Rules
342(b), (d) & .13, 311(b)(5) and 344)

• Rule 343 requirements relating to member organization office sharing arrangements

•Failure of a member organization to have individuals responsible and qualified for the positions of Securities
Lending Supervisor and Securities Trader Supervisor (Rule 345(a))

• Rule 387 requirements for customer COD/POD transactions

• Rule 407 requirements for transactions of employees of the Exchange, members or member organizations

• Rule 408(a) requirement that written authorization be obtained for discretionary power in a customer's
account

• Rule 410B requirements to report transactions in Exchange listed securities not otherwise reported to the
Consolidated Tape

•Failure to transfer a customer securities account in accordance with the requirements of Rule 412 and the
interpretations thereunder

• Rule 440B short sale rule violations

• Rules 451 and 452 requirements relating to transmission of proxy material and authorizing the giving of
proxies

•Failure to submit books and records or to furnish information on the date or within the time period that the
Exchange requires (Rule 476(a)(11))

• Rules 704 and 705 options position limits and exercise limits
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•Failure of a member organization to have individuals responsible and qualified for the positions of Registered
Options Principal, Senior Registered Options Principal and Compliance Registered Options Principal (Rules
720 and 722(b))

• Rule 726 options disclosure document and prospectus delivery requirement violations

• Rule 758(b)(ii)(A) limitations on principal/agency trading of a Competitive Options Trader

• Rule 762 requirements to file option trade information

• Rule 780.10(b) requirement to deliver “exercise advice”

• Rule 781 allocation of exercise assignment notice violations

•Violations of Exchange policies regarding procedures to be followed in delayed opening situations

• Failure to adhere to entry and cancellation procedures for market-at-the-close orders on expiration Fridays
and quarterly expiration days.

Fine Amount Individual Member Organization

First Time Fined $ 500 $1,000
3   Second Time Fined $1,000 $2,500
3   Subsequent Fines $2,500 $5,000

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  "Dow Jones Industrial Average" is a service mark of Dow Jones & Co., Inc.
3  Within a "rolling" 12-month period.
3  Within a "rolling" 12-month period.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 94-1

Click to open document in a browser

January 14, 1994

  

Market Surveillance

 PLEASE NOTE THAT MOC PROCEDURES PROVIDE THAT MOC ORDERS IN ALL STOCKS
PERTAINING TO INDEX STRATEGIES WHICH RELATE TO EXPIRING CONTRACTS MUST BE IN BY
3:40 P.M. THERE WILL BE ONLY ONE MOC ORDER IMBALANCE NOTIFICATION. NO CANCELLATIONS
OF MOC ORDERS IN ANY STOCKS ARE PERMITTED AFTER 3:40 P.M.

TO: All Members and Member Organization

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Revised Procedures for Handling Market-on-Close Orders on
January 21, 1994 (“Expiration Friday”)

•AUXILIARY OPENING PROCEDURES WILL BE IN EFFECT THIS MONTH AND EVERY MONTH FOR
SELECTED MIDCAP STOCKS AS WELL AS REGULAR PILOT STOCKS.

•NO MOC ORDERS RELATED TO A STRATEGY INCLUDING ANY STOCK INDEX FUTURES, STOCK
INDEX OPTIONS OR OPTIONS ON STOCK INDEX FUTURES IN EXPIRING CONTRACTS MAY BE
ENTERED AFTER 3:40 P.M. IN ANY STOCK. FLOOR BROKERS REPRESENTING SUCH ORDERS MUST
INDICATE THEIR MOC INTEREST TO THE SPECIALIST BY 3:40 P.M.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:40 P.M. IN ANY STOCK.

•AS SOON AS PRACTICABLE, AFTER 3:40 P.M., A SINGLE PUBLICATION OF MOC ORDER
IMBALANCES OF 50,000 SHARES OR MORE WILL BE PUBLISHED IN THE PILOT STOCKS.

•AFTER 3:40 P.M. IN THE PILOT STOCKS, MOC ORDERS MAY ONLY BE ENTERED TO OFFSET
PUBLISHED IMBALANCES.

1. DETAILED DISCUSSION IS PROVIDED ON THE FOLLOWING PAGES.

The January 21, 1994 expiration Friday Pilot stock lists are attached. Please note that only opening
procedures apply to the Midcap-related list.

2. OPENING PROCEDURES

For each monthly expiration, several auxiliary procedures are necessary to integrate stock orders relating to
expiring contracts into NYSE's opening procedures in a manner that assures an efficient market opening in
each stock as close to 9:30 a.m. as possible. The auxiliary opening procedures applicable on January 21,
1994 are:

1. Order Entry

Stock orders relating to index contracts whose settlement pricing is based upon the January 21, 1994
opening prices must be received by SuperDot or by the specialist by 9:00 a.m.

- These orders may be cancelled or reduced in size. 1 

- Stock orders relating to index contracts whose settlement pricing is not based upon the January 21, 1994
opening prices may be entered after 9:00 a.m.
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To facilitate early order entry, SuperDot (1) will begin accepting orders at 7:30 a.m. and (2) will accept market
orders of 30,099 shares or less.

“Limit-at-the-opening” (“limit OPG”) orders are permitted, including delivery through Exchange systems.

- Ordinary limit orders may also be entered.

2. Order Identification

Stock orders relating to opening-price settling contracts must be identified “OPG.”

- Firms entering these orders through SuperDot, but unable to identify orders as “OPG”, may use a unique
branch code or firm identifier (mnemonic) to identify these orders. The NYSE Market Surveillance Division (11
Wall Street, 10th Floor) must be advised of the branch code or identifier by January 24, 1994.

- Firms unable to identify these orders in either way, and firms not using SuperDot, must submit a list of all
these orders and related details to the NYSE Market Surveillance Division by January 24, 1994.

3. Dissemination Of Order Imbalances

For any of the pilot stocks and for ten selected S&P MidCap 400 Index stocks (lists attached) having a market
order imbalance of 50,000 shares or more at 9:00 a.m., the NYSE will disseminate the size of the order
imbalance via the low-speed ticker and the news services as promptly as practicable after 9:00 a.m.

4. Dissemination of Indications

Except for the auxiliary procedures described above, all stocks, including the pilot stocks and selected
MidCap stocks, are subject to the regular NYSE opening procedures, including price indications where a
substantial price change is anticipated. Dissemination of an indication is mandatory for an opening which
will result in a price change constituting the lesser of 10% or three points from the prior NYSE close, or five
points if the previous close is $100 or higher, unless the price change is less than one point. Fifteen minutes
must elapse between a first indication and a stock's opening. However, when more than one indication is
necessary, a stock may open (1) five minutes after the last indication when it overlaps the prior indication
(e.g., 51 - 53 overlaps 50 - 52, but does not overlap 53 - 55) and (2) ten minutes after the last indication when
it does not overlap the prior indication, provided that 15 minutes must have elapsed from the dissemination of
the first indication.

3. PROCEDURES RELATING TO THE CLOSE

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. Applicable MOC orders
are those relating to a strategy involving any stock index futures, stock index options, or options on stock
index futures, in all stocks. These procedures have been filed as a rule with the SEC.

The cut-off time is 3:40 p.m. for the entry of MOC orders that relate to a strategy including any expiring stock
index futures, stock index options or options on stock index futures. This requirement applies to all stocks
involving such a strategy, not just pilot stocks. Floor brokers representing such orders must indicate their
MOC interest to the specialist by 3:40 p.m. These closing procedures will be implemented with the January
21, 1994 expiration.

1. Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

933

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE116.40/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

2. Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:40 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will continue to be permitted after 3:40 p.m.

3. Special Procedures on Limitation of Entry of Orders and Publication of Imbalances in Pilot Stocks

You must, as stated above and required for all stocks, enter all MOC orders, in positions relating to a strategy
involving any expiring stock index futures, stock index options, or options on stock index futures, by 3:40 p.m.
eastern time. In addition, as described below, there are special limitations regarding the subsequent entry
of orders, and special procedures for publication of imbalances, that are applicable only to pilot stocks (see
attached lists). It should be noted that, pursuant to Rule 13, an order for execution at the close may only be
entered for execution at-the-market; “limit-at-the-close” orders are not permitted.

As soon as possible after 3:40 p.m., the Exchange will publish on the tape any imbalance of MOC orders
of 50,000 shares or more that existed at 3:40 p.m. in those pilot stocks. This will be the only MOC order
imbalance publication. If a “No Imbalance” notice is published in a pilot stock, no MOC orders will be
permitted in that stock. While MOC orders previously entered may be cancelled or reduced in size until 3:40
p.m., once a publication of an imbalance in a pilot stock has been made, any MOC orders subsequently
entered in such pilot stock will be accepted only to trade on the opposite side of the market in relation to such
published imbalance. The liquidation of positions relating to a strategy involving any stock index futures, stock
index options, or options on stock index futures using MOC orders entered after 3:40 p.m. is not permitted,
even if such orders might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:40 p.m. may not reflect the imbalance that exists at the close.

The procedures stated in this section relate only to the pilot stocks. Regular procedures, including revised
procedures for all stocks that are stated on Pages One through Four, will apply to all other listed securities.

4. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The specialist may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where
the aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they ma be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

5. “G” Orders

Proprietary orders represented pursuant to Section 11 (a) (1) (G) of the Securities and Exchange Act of
1934 (i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to
any order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).
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Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11 (a) (1) (G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

80A. Rule 80 A

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on the last trade date prior to each month's expiration.

6. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9 (a) (2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
David Leibowitz at (212) 656-4588.

Robert J. McSweeney

Senior Vice President

                               

Attachments

          

4. Expiration Friday Pilot Stocks - January 21, 1994

   ABT    ABBOTT LABORATORIES

   AXP    AMERICAN EXPRESS COMPANY

   AHP    AMERICAN HOME PRODUCTS CORPORATION
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   AIG    AMERICAN INTERNATIONAL GROUP INC.

   T      AMERICAN TELEPHONE AND TELEGRAPH

   AIT    AMERITECH CORP.

   AN     AMOCO CORPORATION

   ARC    ATLANTIC RICHFIELD COMPANY

   BAC    BANKAMERICA CORPORATION

   BEL    BELL ATLANTIC CORPORATION

   BLS    BELLSOUTH CORPORATION

   *BA    BOEING COMPANY

   BMY    BRISTOL MYERS SQUIBB COMPANY

   CHV    CHEVRON CORPORATION

   C      CHRYSLER CORP.

   KO     COCA-COLA COMPANY

   DOW    DOW CHEMICAL COMPANY

   DD     DU PONT COMPANY

   EK     EASTMAN KODAK COMPANY
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   LLY    ELI LILLY AND COMPANY

   XON    EXXON CORPORATION

   FNM    FEDERAL NATIONAL MORTGAGE ASSOCIATION

   F      FORD MOTOR COMPANY

   GE     GENERAL ELECTRIC COMPANY

   GM     GENERAL MOTORS CORPORATION

   GTE    GTE CORPORATION

   HWP    HEWLETT-PACKARD COMPANY

   HD     HOME DEPOT INC.

   IBM    INTERNATIONAL BUSINESS MACHINES CORP.

   IP     INTERNATIONAL PAPER COMPANY

   JNJ    JOHNSON AND JOHNSON

   MCD    MCDONALDS CORPORATION

   MRK    MERCK AND COMPANY INC.

   MMM    MINNESOTA MINING AND MANUFACTURING

   MOB    MOBIL CORPORATION
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   MOT    MOTOROLA INC.

   NYN    NYNEX CORPORATION

   PAC    PACIFIC TELESIS GROUP

   PEP    PEPSICO INC.

   PFE    PFIZER INC.

   MO     PHILIP MORRIS COS. INC.

   PG     PROCTER AND GAMBLE COMPANY

   RD     ROYAL DUTCH PETROLEUM COMPANY

   *SLB   SCHLUMBERGER LTD.

   S      SEARS ROEBUCK COMPANY

   SBC    SOUTHWESTERN BELL CORPORATION

   TX     TEXACO INC.

   TWX    TIME WARNER INC.

   UN     UNILEVER N.V. ORD SHARES

   USW    U.S. WEST INC.

   WMT    WAL-MART STORES INC.
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   DIS    WALT DISNEY COMPANY

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of January 7, 1994
and the 20 Major Market Index stocks. The indicated (*) stocks have been added to the list. PCG has been
deleted.

      

5. MidCap Index Expiration Friday Stocks - January 21, 1994

   BK     Bank of New York Company, Inc.

   CU     CUC International Inc.

   *FBS   First Bank System Inc.

   BEN    Franklin Resources Inc.

   GME    General Motors Corp. Class E

   IGT    International Game Technology

   KEY    Keycorp

   MS     Morgan Stanley Group Inc.

   LUV    Southwest Airlines Company

   UNH    United Healthcare Corporation

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of January 7,
1994. The indicated (*) stock has been added to the list. CMA has been deleted.

6. MEMORANDUM

Date: January 14, 1994

To: All Floor Members
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From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) Orders

1. MOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

2A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

   1. Example # 1   200,000 buy MOC

                     50,000 sell MOC

                     50,000 sell plus MOC

                     25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

   2. Example #2    100,000 sell MOC

                    050,000 buy MOC

                    025,000 buy minus MOC

                    025,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000−B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

3Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4-1/2 - last sale 20 3/8

3A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus or sell
short order would go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the
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other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus or
sell short order would go ahead of the 20 1/2 limit sell orders on the book because it should be treated like a
market order. Similarly, a market-on-close buy minus order would be treated as a limit order if the last sale
was on a “plus” or “zero plus”, going behind any buy orders limited at 20 1/4. If the last sale was on a “minus”
or “zero minus” tick, the market-on-close buy minus order would be treated as a market order and executed
ahead of 20 1/4 limit buy orders on the book.

4Q. Are limit at-the-close or MOC “short” at-the-close orders permitted?

4A. Limit at-the-close orders, where a specific price is indicated, are not allowed. Firms may enter “short”
MOC orders.

5Q. Should brokers in the Crowd give the specialist their orders prior to the final bell? How should
they be handled by the specialist?

5A. Yes. In the pilot stocks, any brokers in the Crowd handling orders relating to strategies should give their
orders to the specialist by 3:40 p.m., to allow the specialist to arrange a closing price. Such orders should be
handled like “love” orders on the opening.

6Q. Can MOC orders be entered in the pilot stocks if a “No Imbalance” notice is published at 3:40
p.m.?

6A. No MOC orders may be entered if a “No Imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.
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December 29, 1993

  

Member Firm Regulation

 TO: Members and Member Organizations

ATTENTION: Registration, Human Resources, Legal and Compliance Departments

SUBJECT: FBI Fingerprint Processing Fee

Effective January 3, 1994, the FBI will increase their fingerprint processing fee from $23.00 to $24.00 per
card. The Exchange fee of $1.50 per card is not being increased. Thus, the total fee will be increased from
$24.50 to $25.50 per card.

If fingerprints are rejected by the FBI because of illegibility, their $24.00 fee will not be billed again for the first
resubmission provided that the illegible card is stapled to the new set of fingerprints. In such cases, only the
Exchange fee of $1.50 will be charged. Any subsequent resubmissions will be subject to the full $25.00 fee.

It is important that you include a transmittal sheet listing the name for each set of fingerprints submitted and
indicating which are resubmissions of illegible fingerprints.

Questions about the FBI fee increase or other matters concerning fingerprint processing should be directed to
Ed Hernandez at (212) 656.—3811 or John Girard at (212) 656.—4980.

Salvatore Pallante

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

942

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P93-60%2909013e2c855b310a?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 93-59

Click to open document in a browser

Date: December 22, 1993

  

Equity Systems and Business Development

 TO: Members and Member Organizations

FROM: Equity Systems and Business Development

SUBJECT: NYSE Crossing Sessions I and II

On June 13, 1991, the NYSE introduced a pilot for two, post-4:00 p.m. crosses - Crossing Session I
introduced a 5:00 p.m. cross in individual stocks at the NYSE regular day closing price; Crossing Session II
facilitates the crossing of portfolios until 5:15 p.m.

The current Crossing Sessions pilot will expire on January 31, 1994. The Exchange is filing with the SEC for
permanent approval of both sessions. All current procedures for both sessions will remain the same except
that, beginning January 3, 1994, the NYSE will no longer assume the Section 31 Fees for Crossing Session
II on behalf of its member firms. Your Chief Financial Officer will be contacted separately with instructions
related to reporting this activity on Form 120-A.

1. DESCRIPTION

Crossing Session I operates between 4:15 p.m. and 5:00 p.m. It enables members to enter one-sided,
two-sided or good-til-executed (GTX) orders in a particular stock into SuperDOT for execution at 5:00 p.m.
Matched orders receive executions at the NYSE closing price determined during the Exchange's 9:30 a.m. to
4:00 p.m. trading session and are printed on the consolidated tape. Stocks are not eligible for the Session if
they are halted prior to the regular day's close or if significant news is released by the company prior to 5:00
p.m.

Crossing Session II operates between 4:00 p.m. and 5:15 p.m. This session is designed to facilitate trading
of baskets of at least 15 securities valued at $1 million dollars or more. Members that have either facilitated
a basket trade or have paired two customer baskets submit the aggregate information to the Exchange for
execution. At 5:15 p.m. the NYSE prints on the consolidated tape the aggregate information of all baskets
executed during this session.

2. ACTIVITY

Since the inception of the pilot, the NYSE has seen a growing interest in both sessions. In 1993, Crossing
Session I has averaged 175,000 shares per day, although it has averaged nearly 260,000 shares per day
thus far in the fourth quarter of 1993. Members use Crossing Session I primarily for the execution of small,
two-sided baskets which are ineligible for Crossing Session II and, most recently, for index rebalancing. Over
200 firms have received executions in Crossing Session I.

Crossing Session II has averaged approximately 3.9 million shares per day in 1993. To date, there have been
11 days where volume has exceeded 15 million shares, with the record being 57 million shares. Crossing
Session II has successfully repatriated business from foreign after-hours markets; approximately 50% of all
after-hours program trading activity by NYSE member firms was executed in Crossing Session II.

Any questions that you may have concerning the Crossing Sessions should be referred to Ron Jordan at 656.
—3830 or Olga Stasiuk at 656.—6834.
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Catherine Kinney

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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December 21, 1993

  

Market Surveillance

 PLEASE PAY SPECIFIC ATTENTION TO QUARTERLY INDEX EXPIRATION MOC PROCEDURES
LISTED BELOW

PLEASE NOTE THAT QUARTERLY MOC PROCEDURES PROVIDE THAT MOC ORDERS IN ALL
STOCKS PERTAINING TO INDEX STRATEGIES RELATING TO EXPIRING CONTRACTS MUST BE
IN BY 3:40 P.M. THERE WILL BE ONLY ONE IMBALANCE NOTIFICATION NO CANCELLATIONS OF
MOC ORDERS IN ANY STOCKS ARE PERMITTED AFTER 3:40 P.M. SEE PAGES 2 THROUGH 4 FOR
DETAILS.

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Revised Procedures for Handling Market-on-Close Orders on Friday, December 31, 1993
(“Quarterly Index Expiration”)

1. QUARTERLY INDEX EXPIRATIONS

IMPORTANT MOC PROCEDURES RELATING TO END-OF QUARTER EXPIRING OPTIONS HAVE BEEN
APPROVED BY THE SEC FOR IMPLEMENTATION ON THE DECEMBER 31, 1993 EXPIRATION. THEY PROVIDE
THAT:

•NO MOC ORDERS RELATED TO A STRATEGY INCLUDING ANY STOCK INDEX OPTIONS IN EXPIRING
CONTRACTS MAY BE ENTERED AFTER 3:40 P.M. IN ANY STOCK. FLOOR BROKERS REPRESENTING
SUCH ORDERS MUST INDICATE THEIR MOC INTEREST TO THE SPECIALIST BY 3:40 P.M.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:40 P.M. IN ANY STOCK.

•THERE WILL BE AN IMBALANCE PUBLICATION AT 3:40 P.M. IN THE PILOT STOCKS ONLY.

2. DETAILED DISCUSSION IS PROVIDED BELOW.

4. PROCEDURES RELATING TO THE CLOSE

Procedures for MOC orders are used for each quarterly index expiration. Applicable MOC orders are those
relating to a strategy involving any stock index options in all stocks. These procedures have been filed as a
rule with the SEC.

The cut-off time is 3:00 p.m. for the entry of MOC orders that relate to a strategy including any expiring
stock index options. This requirement applies to all stocks, not just pilot stocks. These closing procedures
will be implemented with the March 31, 1993 quarterly index expiration and each quarterly index expiration
thereafter.

1. Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.
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Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

2. Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:45 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will be permitted after 3:45 p.m.

3. Special Procedures on Limitation of Entry of Orders and Publication of Imbalances in Quarterly Pilot Stocks

You must, as stated above and required for all stocks, enter all MOC orders, in Positions relating to a strategy
involving any expiring stock index options by 3:00 p.m. eastern time. In addition, as described below, there
are special limitations regarding the subsequent entry of orders, and special procedures for publication of
imbalances, that are applicable only to pilot stocks (see attached list). It should be noted that, pursuant to
Rule 13, an order for execution at the close may only be entered for execution at-the-market; “limit-at-the-
close” orders are not permitted.

As soon as possible after 3:40 p.m., the Exchange will publish on the tape any imbalance of MOC orders
of 50,000 shares or more that existed at 3:40 p.m. in those pilot stocks. This will be the only MOC order
imbalance publication. If a “No Imbalance” notice is published in a pilot stock, no MOC orders will be
permitted in that stock. While MOC orders previously entered may be cancelled or reduced in size until 3:40
p.m., once a publication of an imbalance in a pilot stock has been made, any MOC orders subsequently
entered in such pilot stock will be accepted only to trade on the opposite side of the market in relation to
such published imbalance. The liquidation of positions relating to a strategy involving any stock index options
using MOC orders entered after 3:40 p.m. is not permitted, even if such orders might offset net reported
imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:40 p.m. may not reflect the imbalance that exists at the close.

The procedures stated in this section relate only to the quarterly pilot stocks. Regular procedures, including
revised procedures for all stocks that are stated on Pages Two and Three, will apply to all other listed
securities.

1. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against the
bid.) The member may then stop the remaining buy and sell orders against each other and pair them off at
the price of the immediately preceding sale described above. The “pair off” transaction would be printed on
the tape as “stopped stock.” Where the aggregate size of buy MOC orders in a stock equals the aggregate
size of sell MOC orders, they may be “stopped” against each other and paired-off at the price of the last sale
on the Exchange just prior to the close of trading in that stock on that day. The transaction should be reported
to the Consolidated Tape as “stopped stock.”

2. “G” Orders
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Proprietary orders represented pursuant to Section 11 (a) (1) (G) of the Securities and Exchange Act of
1934 (i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to
any order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a) (1) (G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

80A. Rule 80A

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies on the last trade date prior to each quarter's expiration as
well as on regular, monthly expiration Fridays.

3. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a) (2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. David Leibowitz at (212) 656-4588 or Ms.
Carol Krusik at (212) 656-4597.

Robert J. McSweeney

Senior Vice President

                            

Attachments

 

3. Quarterly Index Expiration Pilot Stocks - December 31, 1993

   ABT    ABBOTT LABORATORIES
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   AXP    AMERICAN EXPRESS COMPANY

   AHP    AMERICAN HOME PRODUCTS CORPORATION

   AIG    AMERICAN INTERNATIONAL GROUP INC.

   T      AMERICAN TELEPHONE AND TELEGRAPH

   AIT    AMERITECH CORP.

   AN     AMOCO CORPORATION

   ARC    ATLANTIC RICHFIELD COMPANY

   BAC    BANKAMERICA CORPORATION

   BK     BANK OF NEW YORK, INC.

   BEL    BELL ATLANTIC CORPORATION

   BLS    BELLSOUTH CORPORATION

   BMY    BRISTOL MYERS SQUIBB COMPANY

   CHV    CHEVRON CORPORATION

   C      CHRYSLER CORP.

   KO     COCA-COLA COMPANY

   *CMA   COMERICA INC.
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   *CU    CUC INTERNATIONAL INC.

   DOW    DOW CHEMICAL COMPANY

   DD     DU PONT COMPANY

   EK     EASTMAN KODAK COMPANY

   *LLY   ELI LILLY AND COMPANY

   XON    EXXON CORPORATION

   FNM    FEDERAL NATIONAL MORTGAGE ASSOCIATION

   F      FORD MOTOR COMPANY

   *BEN   FRANKLIN RESOURCES INC.

   GE     GENERAL ELECTRIC COMPANY

   GME    GENERAL MOTORS CORP. CLASS E

   GTE    GTE CORPORATION

   HWP    HEWLETT-PACKARD COMPANY

   HD     HOME DEPT INC.

   IBM    INTERNATIONAL BUSINESS MACHINES CORP.

   IGT    INTERNATIONAL GAME TECHNOLOGY
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   IP     INTERNATIONAL PAPER COMPANY

   JNJ    JOHNSON AND JOHNSON

   KEY    KEYCORP

   MCD    MCDONALDS CORPORATION

   MRK    MERCK AND COMPANY INC.

   MMM    MINNESOTA MINING AND MANUFACTURING

   MOB    MOBIL CORPORATION

   MS     MORGAN STANLEY GROUP INC.

   MOT    MOTOROLA INC.

   NYN    NYNEX CORPORATION

   PCG    PACIFIC GAS & ELECTRIC CO.

   PAC    PACIFIC TELESIS GROUP

   PEP    PEPSICO INC.

   PFE    PFIZER INC.

   MO     PHILIP MORRIS COS. INC.

   PG     PROCTER AND GAMBLE COMPANY
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   RD     ROYAL DUTCH PETROLEUM COMPANY

   S      SEARS ROEBUCK COMPANY

   LUV    SOUTHWEST AIRLINES COMPANY

   SBC    SOUTHWESTERN BELL CORPORATION

   TX     TEXACO INC.

   TWX    TIME WARNER INC.

   UN     UNILEVER N.V. ORD SHARES

   UNH    UNITED HEALTHCARE CORPORATION

   USW    U.S. WEST INC.

   WMT    WAL-MART STORES INC.

   DIS    WALT DISNEY COMPANY

The “quarterly pilot stocks” are the 50 highest capitalized stocks in the S&P 500 Index based on market
values as of December 3, 1993, any component stocks of the Major Market Index not included in this group,
and the 10 highest capitalized stocks of the S&P MidCap 400 Index, based on market values as of December
3, 1993. The indicated (*) stocks have been added to the list since the last QIX pilot, and ABX, BR, SLB and
WB have been deleted.

4. MEMORANDUM

Date: December 20, 1993

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Quarterly Index Expiration” Market-on-Close (MOC) Orders

1. MOC Orders

Q. How do you determine the price at which to print the “stopped stock”?
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A Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

A When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

   1. Example #1   200,000 buy MOC

                    50,000 sell MOC

                    50,000 sell plus MOC

                    25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

   2. Example #2   100,000 sell MOC

                    50,000 buy MOC

                    25,000 buy minus MOC

                    25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000−B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4.—1/2 - last sale 20 3/8

A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus or sell short
order would go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the other
hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus or sell short
order would go ahead of the 20 1/2 limit sell orders on the book because it should be treated like a market
order. Similarly, a market-on-close buy minus order would be treated as a limit order if the last sale was on a
“plus” or “zero plus”, going behind any buy orders limited at 20 1/4. If the last sale was on a “minus” or “zero
minus” tick, the market-on-close buy minus order would be treated as a market order and executed ahead of
20 1/4 limit buy orders on the book.
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Q. Are limit at-the-close or MOC “short” at-the-close orders permitted?

A Limit at-the-close orders, where a specific price is indicated, are not allowed. Firms may enter “short” MOC
orders.

Q. Should brokers in the Crowd give the specialist their orders prior to the final bell? How should they
be handled by the specialist?

A. Yes. In the pilot stocks, brokers in the Crowd handling strategy related orders should give their orders to
the specialist by 3:40 p.m., to allow the specialist to arrange a closing price. Such orders should be handled
like “love” orders on the opening.

Q. Can MOC orders be entered in the pilot stocks if “No imbalance” notice is published at 3:40 p.m.?

A No MOC orders may be entered if a “no imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index options.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Market Surveillance

 TO: Members and Member Organizations

SUBJECT: Amendments to the Floor Conduct and Safety Guidelines

The Securities and Exchange Commission recently approved amendments to the General Conduct section
of the Exchange's Floor Conduct and Safety Guidelines (the “Guidelines”). The amendments, attached as
Exhibit A, are effective immediately.

The General Conduct section of the Guidelines provides that engaging in activities involving practical jokes,
roughhousing, the use of abusive or indecorous language, or the failure to cooperate with Exchange security
personnel is strictly prohibited on the Floor and in other premises under Exchange control. The Exchange
amended this section of the Guidelines to add to the list of prohibited activities indecorous behavior.

Under the previous General Conduct section of the Guidelines, members of the Exchange were subject to
a $250 fine for a first offense and $500 for a second offense. The revised Guidelines authorize two Floor
Officials, at least one of whom must be a Floor Governor, to impose a fine within a range of $250 to $1,000
for any offense. Exchange Clerks will continue to be subject to a three-day I.D. card suspension for a first
offense and five-day I.D. card for the second offense.

The Guidelines were amended to provide that where any prohibited act under the General Conduct section
constitutes a substantial violation of the Guidelines, or where there are repeated instances of prohibited acts,
the Exchange may conduct an investigation with a view toward initiating a formal disciplinary proceeding
against any member or clerk pursuant to NYSE Rule 476.

The Guidelines state that sexual harassment, conduct disruptive to trading or conduct which could cause
public embarrassment to the Exchange would constitute substantial violations of the General Conduct
section. Situations which may constitute substantial violations of the Guidelines should be brought to the
attention of Elizabeth Barnes at (212) 656-2453, or if unavailable, Arthur Harris at (212) 656-6884.

Robert J. McSweeney

Senior Vice President

FlrCndct.Inf

A. Exhibit A

Additions Underscored

Deletion [bracketed]

General Conduct on Floor and on Other Premises Under Exchange Control - (a) Engaging in activities
[involving] including, but not limited to practical jokes, roughhousing, the use of abusive or indecorous
language, indecorous behavior, or the failure to cooperate with Exchange security personnel conveys a very
unbusinesslike appearance and is strictly prohibited on the trading Floor and other premises under Exchange
control.
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Two Floor Officials, at least one of whom is a Floor Governor, may impose a penalty under this Guideline. A
penalty of a fine ranging from $250 to $1,000 may be levied against any member Exhibiting such behavior.
The following penalties [will] may be levied against any clerk [individual] Exhibiting such behavior:

First Offense Second Offense

[Member $250] [$500]

3 day I.D. card suspension 5 day I.D. card suspension

(b) Where any act described above constitutes a substantial violation of these Guidelines, or where there are
repeated instances of engagement in the acts described above, the Exchange may conduct an investigation
with a view toward initiating a formal disciplinary proceeding with respect to any member or clerk pursuant
to Rule 476. For purposes of this paragraph (b), sexual harassment, conduct disruptive to trading or conduct
which could cause public embarrassment to the Exchange would constitute substantial violations of these
Guidelines.

When an exchange investigation results in a proceeding being initiated pursuant to Rule 476, all procedural
rights provided by Rule 476 apply. In such proceeding, an exchange hearing panel may, in determining to
impose a penalty upon the respondent, consider a fine previously issued pursuant to paragraph (a) of this rule
for the same conduct involved in the proceeding before the hearing panel.

* * *

2. Procedures for Handling Violations - When a Floor Official observes or receives information that a member
or a Floor clerical employee of a member or member organization may be in violation of the Floor Conduct
and Safety Guidelines, [or if a violation is brought to the attention of a Floor Official by an Exchange employee
who is in a supervisory or managerial capacity,] and the Floor Official determines, after appropriate inquiry,
that a violation has occurred, the following three steps will be taken:

(A) The Floor Official will contact the Market Surveillance Division on the White Phone located at the
Information Desk, the ramp connecting the Main Room and Blue Room, or in the Blue Room, to report the
action and to determine if there have been any prior offenses by the individual.

(B) The staff immediately will inform the Floor Official of the applicable penalty. He, in turn, will advise the
offender. In the cases of a:

•Member, the fine shall be payable by check to the New York Stock Exchange, Inc., and sent within three
business days to Rae Amen, Manager, Billing Department, 20 Broad Street, New York, NY 10005.

•Floor clerical employee of a member or member organization, the Exchange-issued identification card will be
surrendered at the close of trading on the day of the occurrence to the Floor Operations Support Department
of the Market Operations Division, located on the 20th Floor of 11 Wall Street. In each case, the Billing
Department or Floor Facilities will be notified to expect to receive a check or a Exchange-issued identification
card.

(C) If the individual involved in the action wishes to contest the violation, the Floor Official will inform one
of the four Floor Directors, or the senior Floor Governor in the absence of the four Floor Directors, who will
arrange for three Floor Governors to review the action. Both the Floor Official and the individual involved in
the action will be required to appear before the three Floor Governors. If the Floor Governors conclude that a
violation has occurred and the individual still wishes to contest, the next level of appeal will be to the Board of
Directors.

The Market Surveillance Division will maintain a record of the details (name of individual, type of violations,
etc.) of all violations. In addition, the record of violations will b e reviewed, on a periodic basis, by the Market
Performance Committee.
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Market Surveillance

 TO: Members and Member Organizations

SUBJECT: Amendment of Rules 113 and 98

The Securities and Exchange Commission has amended Rule 113(a) to limit the ability of approved
persons of specialists to accept orders in specialty stocks from certain entities as specified in the rule.
A corresponding amendment to Rule 98 provides an exemption from this prohibition where specialist
organizations and associated approved persons comply with the Guidelines under that rule providing for
functional separation of these organizations. The revised rules are attached as Exhibit A.

1. Rule 113

Rule 113(a) prohibits specialists and their associated member organizations and corporate affiliates from
accepting orders in specialty stocks from (i) the company issuing such stock; (ii) officers, directors or 10%
stockholders of that company; (iii) any pension or profit sharing fund, (iv) any institution such as a bank, trust
company, insurance or investment company. Other provisions of Rule 113, paragraph (b) and .20, subject
approved persons to a requirement to identify orders in specialty stocks given to their associated specialist
and to refrain from popularizing specialty stocks. The Exchange believes it is consistent with the goal of
minimizing potential conflict of interest sit uations to extend the limitations in Rule 113(a) to approved persons
of specialist member organizations unless a Rule 98 organizational separation is established.

98. Rule 98

Rule 98 and the implementing Guidelines thereunder provide an exemption from several rules which restrict
approved persons of specialists from certain activities in the specialty stocks of the associated specialist
organization, including the prohibitions of Rule 113(a). In order to receive the Rule 98 exemption, approved
persons must demonstrate that a functional separation has been implemented between themselves and their
associated specialist organization. Such a functional separation establishes procedures for review of trading,
substantive supervision of inter-firm communications, and procedures concerning the access to and handling
of, sensitive position information with respect to specialty stocks.

2. Effective Date

In order to allow a sufficient adjustment period for specialist organizations which may be impacted by the
change to Rule 113(a), and which do not currently have Rule 98 exemptions, the effective date for the
amendment of Rule 113(a) will be six months from the date of this memorandum.

Questions concerning the matters addressed in the memorandum may be forwarded to Donald Siemer at
(212) 656-6940 or Margo Hassan at (212) 656-2282.

Robert J. McSweeney

Senior Vice President

A. Exhibit A
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Additions Underscored

1. Specialists' Public Customers

Rule 113. (a) No specialist, his member organization or corporate subsidiary of such organization within the
meaning of Rule 322, or any approved person of the same member organization as such specialist, shall
accept an order for the purchase or sale of any stock in which he is registered as a specialist directly (1)
from the company issuing such stock; (2) from any officer, director or 10% stockholder of that company; (3)
from any pension or profit-sharing fund; (4) from any institution, such as a bank, trust company, insurance
company, or investment company.

* * * *

2. Restrictions on Approved Person Associated with a Specialist's Member Organization

Rule 98. (a) So long as paragraph (b) of this Rule is complied with, (i) each specialist within a member
organization that is associated with an approved person shall be exempt from the provisions of Rule 104
and 104.13 as they relate to such approved person, and (ii) the approved person that is associated with
such member organization shall be exempt from (A) the restrictions of trading in specialty stock options as
provided by Rule 105, (B) the provisions of Rule 113(a) and the prohibition against “popularizing” as provided
by Rule 113.20, provided that the disclosures specified in that Rule are made, and (C) the provisions of Rule
460, except as specified therein.

* * * *

The Exchange Rules listed below impose certain restrictions on an approved person who is associated with
the specialist member organization:

• Rule 104 provides that a specialist may not effect any purchase or sale of a security in which he is
registered for the account of an approved person associated with his organization, unless such transaction is
reasonably necessary to permit the specialist to maintain fair and orderly markets.

• Rule 104.13 provides that any transaction for the account of an approved person associated with a
specialist member organization, in any stock in which a specialist in the specialist member organization is
registered, must be for investment purposes and effected in a stabilizing manner.

• Rule 105 provides that an approved person associated with a specialist member organization may trade in
options overlying a specialty stock for hedging purposes only.

• Rule 113 (a) prohibits an approved person associated with a specialist member organization from accepting
an order for the purchase or sale of a specialty stock from specified individuals and entities.

• Rule 113.20 prohibits an approved person who is associated with a specialist member organization from
“popularizing” a stock in which a specialist in the member organization is registered.

• Rule 460 prohibits a specialist and an associated approved person from engaging in business transactions
with a company in whose stock the specialist is registered.

* * * *
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Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, LEGAL AND COMPLIANCE
DEPARTMENTS

SUBJECT: NEW EXHIBITS FOR INFORMATION MEMO NO. 93-54

On December 10, 1993, the Exchange issued Information Memo No. 93-54 (“Formation or Acquisition
of Affiliates; Organizations Guaranteed by Members or Member Organizations; Receipt of Flow Through
Benefits”) that included Exhibits A through E.

Please replace Exhibits D and E (Financial Reporting Forms) with new Exhibits D and E attached to this
memo.

Salvatore Pallante

Senior Vice President

Attachment

D. Exhibit D

Member or Member Organization

Subject Company As of Date

1. SUMMARY FINANCIAL STATEMENT FOR ENTITIES CONDUCTING A SECURITIES OR KINDRED BUSINESS

NYSE rules require every member or member organization to furnish a financial statement for each person
subject to Rules 321 and 322. This form is to be filed only by a person who falls within the statutory definition
of the terms “broker” or “dealer” (set forth in section 3(a)(4) or 3(a)(5) under the Securities Exchange Act of
1934) and who is not required to be registered as such with the U.S. Securities and Exchange Commission.
A completed Form is to accompany the Rule 321 application, the initial notice required by Rule 322.10 and
thereafter as may be required by the Exchange.

                                         ASSETS

1.    Cash, immediately withdrawable deposits in banks                    $

2.    Cash, restricted by government regulation or other legal covenant

3.    Due from brokers or dealers and clearing organizations
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4.    Secured receivables from customers

5.    Securities borrowed

6.    Securities and commodities owned, at market values

7.    Securities purchased under agreements to re sell

8.    Investments in and receivables from subsidiaries

9.    All other assets

1.    TOTAL ASSETS                                                        $

                           LIABILITIES AND OTHER ASSETS

11.   Bank loans and other borrowing                                      $

12.   Securities sold under repurchase agreements

13.   Owed to brokers or dealers and clearing organizations

14.   Payable to customers

15.   Securities loaned

16.   Securities sold not yet purchased, at market value

17.   Payable to affiliates

18.   Other liabilities
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19.   Liabilities subordinated to claims of general creditors

20.   TOTAL LIABILITIES                                                   $

                                    OWNERSHIP EQUITY

21.   Sole proprietorship                                                 $

22.   Partnership - (including limited partners $ )

23.   Corporation:

      A. Preferred stock

      B. Common stock

      C. Additional paid in capital

      D. Retained earnings

      E. TOTAL (Sum of A through E)                                       $

      F. Less capital stock in treasury                                   $

24.   Total ownership equity (23E minus 23F)                              $

25.   TOTAL LIABILITIES AND OWNERSHIP EQUITY (Line 20 plus 21, 22, or

      24)                                                                 $

                               COMPUTATION OF NET CAPITAL
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1. Total ownership equity (From line 21,22 or 24 of Summary Financial

    Statement                                                                          $

2. Deduct: Ownership equity not allowable for net capital

3. Total ownership equity qualified for net capital                                    $

4. Add:

     A. Liabilities subordinated to claims of general creditors allowable in

         computation of net capital                                                    $

     B. Other (deductions) or allowable credits (List)

5. Total capital and allowable subordinated liabilities. (Line 3 combined with

    4. A and B)                                                                        $

6.Deductions and/or charges (Rule 15c3-1(c)(2)) \1/ :

     A.Total non-allowable assets included in Summary Financial Condition          $

        (iv)

1.Additional charges for customers'

and non-customers' security accounts (xii)

2.Additional charges for customers' and non-customers' commodity accounts
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   (APP. B)

     B. Aged fail-to-deliver (ix)

     C. Aged short security differences-less reserve (v)

     D. Secured demand note deficiency (APP. D)

     E. Commodity futures contracts and spot commodities - proprietary

         capital charges (APP. B)

     F. Other deductions and/or charges

     G. Total deductions and/or charges (Sum of line 6A through F)

7.Net Capital before haircuts on securities positions (line 5 minus line 6G plus

   line 7)                                                                             $

8.Haircuts on securities: (computed pursuant to 

SEA Rule 15c3-1(c)(2)(vi),

   

(vii),

(viii),

(x)and App. A)
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     A. Contractual securities commitments                                         $

     B. Trading and investment securities:

1.Bankers' acceptances, certificates

of deposit and commercial paper

2.U.S. and Canadian government obligations

3.State and municipal government obligations

4.Corporate obligations

5.Stocks and warrants

6.Options

7.Arbitrage

8.Other securities

C. Undue concentration

D. Other (list)

9.Total haircuts (Sum of lines 8A through D)                                           $

10.Net Capital (Line 7 minus line 9)                                                   $

\1/ Subparagraphs indicated on lines below.
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5. FLOW THROUGH CAPITAL COMPUTATION

Appendix C of SEA Rule 15c3-1 allows, in certain circumstances, for flow-through capital benefits to be
derived from ownership interests in any entity majority owned and controlled by registered brokers or dealers.

A. Net Capital or (Deficit) (Line 10 from Net Capital Computation)   $

B. Deduct required net capital (See instruction)

C. Unrestricted net capital (A minus B)

D. Deduct (pro rata) minority interests

E. Flow through amount (line C minus D)                              $

6. INSTRUCTIONS

Complete the Assets, Liabilities and Ownerships Equity Statement.

Compute net capital (Page 2) of the Rule 322 entity in accordance with SEA Rule 15c3-1

LINE

1. This is from line 21, 22 or 24, as appropriate, from the summary financial statement.

2. Deduct assets included in equity which do not qualify for net capital under the rule. Usually these are
capital contributions where full ownership and risk has not fully passed to the broker dealer entity.

4. Include only subordinated liabilities which are in compliance with the conditions of SEA Rule 15c3-1d and
include subordination to the creditors of the reporting broker-dealer.

6. Deduct all assets included in the summary statement which are required to be deducted under paragraphs
(c)(2)(iv), (v), and (xii) of SEA Rule 15c3-1.

Compute Flow Through Capital Computation (if applicable)

LINE

A. Enter net capital or deficit from line 10 of the computation on page 2

An excess of debits over credits is deficit net capital. If the member broker-dealer is a guarantor of the
affiliate/subsidiary broker-dealer, this amount must be deducted in computing the guarantor's net capital. No
deduction is required if the parent is not a guarantor of the affiliate/subsidiary. The computation ends here.

B. The required net capital is the greater of any limitation or early warning levels of required minimum
capital imposed by regulatory requirement or legal covenant. This includes such covenants imposed by
capital maintenance agreements with creditors, insurers, rating agencies, bond or common and preferred
stockholders.

D. Deduct on a pro rata basis as appropriate: limited partners interests, subordinations under agreements
which do not also include subordination to creditors of the member broker or dealer, minority stock holders
and other capital interests which cannot directly pass to the mem ber organization.

E. This is the available net capital which may flow through to the parent broker-dealer.
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E. Exhibit E

Member or Member Organization

Subject Company As of Date

1. NON SECURITIES OR KINDRED BUSINESS - SUMMARY FINANCIAL STATEMENT

A. PART A

This Form is to be utilized as a financial report for a person subject to NYSE Rule 322 which is not registered
as a “broker” or “dealer” as those terms are defined at Sections 3(a)(4) and 3(a)(5) of the Securities
Exchange Act of 1934. A completed Form is to accompany the initial notice required by Rule 322.10 and
thereafter as may be required by the Exchange.

                                             ASSETS

1.Total of immediately withdrawable cash on deposit in banks               $

2.Market value of beneficially owned securities

3.Receivables from:

a) Parent

b) Affiliates/subsidiaries

c) All other receivables (not included in lines a or b above)

4. All other assets (not included under lines 1, 2, or 3 above)

5.TOTAL ASSETS (Sum of lines 1 through 4)                                  $

                             LIABILITIES AND OTHER ASSETS

6.Market value of securities sold short, not yet purchased                 $

7. Accounts payable to:
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a) Parent

b) Affiliates/subsidiaries\*/

8. All other liabilities (not included in lines 6 or 7 above)

9. TOTAL LIABILITIES (Sum of lines 6 through 8)                            $

                                         OWNERSHIP EQUITY

10. Partnership or other similar entity (other than a broker or dealer):

a) Member organization's interest                                          $

b) Other general or limited partnership interests:                         $

11. TOTAL PARTNERSHIP EQUITY (Sum of lines 10, a and b above)              $

12.Corporation:

a) Member organization's equity                                            $

b) All other equity interests

13. TOTAL OWNERSHIP EQUITY (Sum of lines 12. a and b)                      $

14. LIABILITIES AND OWNERSHIP EQUITY (Sum of line 9 and 11 or 13)          $

15. NET INCOME OR (LOSS) BEFORE FEDERAL INCOME TAXES                       $

\*/The term “affiliates/subsidiaries” collectively refers to any person controlled by or
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under common control with the 

Rule 322 Person.

B. PART B

Flow Through Computation

Appendix C of SEA Rule 15c3-1 allows, in certain circumstances, for flow-through capital benefits to be
derived from ownership interests in any entity majority owned and controlled by registered brokers or dealers.

                               Description                                     Debit   
 Credit

A. Total ownership equity Line (11 or 13 from PART A)                                  $

B. Securities deductions (applicable to line 2 of PART A)                     $

C. Non-allowable receivables (applicable to lines 3 a, b and c of PART A)

D. All other assets (line 4 of PART A)

E. Haircuts applicable to short positions reported on line 6 of PART A

F. Enter total debits (Sum of B, C, D and E)                                  $        $

G. Net capital or (Deficit) Net capital (Deduct total debits from ownership            $

equity)

H. Available net capital                                                      $        $

I. Flow through amount (line 10a/line 11 or line l2a/line 13) × (Line H)               $

2. Instructions

Line:
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B. Enter as a debit the market value of all securities which are not readily marketable plus all SEA Rule
15c3-1 haircuts or other deductions applicable to the remaining securities. Haircuts applicable to open
contractual commitments (SEA Rule 15c3-1(c)(2)(viii)) should also be included on this line.

C. Enter as a debit the sum of lines 3 a, b and c reduced by amounts that would be allowed for net capital if
computed under SEA Rule 15c3-1. Amounts not deducted must be separately explained.

D. The entire amount is deductible but may be reduced for individual assets which have been approved by
the Exchange as allowable.

E. Rule 15c3-1 haircuts applicable to short positions are included as a debit item.

G. An excess of debits over credits is deficit net capital. If the broker-dealer is a guarantor of the affiliate/
subsidiary, this amount must be deducted in computing the broker-dealer's net capital. No deduction is
required if the broker-dealer is not a guarantor of the affiliate/subsidiary. The computation ends here and
there is no flow-through benefit.

H. Enter the amount of net capital (credit balance on line G) of the affiliate/subsidiary which exceeds the
greater of any limitation or early warning levels imposed by regulatory authority or legal covenant. This
includes such covenants imposed by capital maintenance agreements with creditors, insurers, ratings
agencies, bond or common and preferred stockholders.

I. Determine parent broker-dealer's equity interest in the net capital.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 93-53

Click to open document in a browser

December 10, 1993

  

Market Surveillance

 RECENTLY AMENDED CLOSING PROCEDURES ARE LISTED IN THE BOX BELOW. THESE
REVISIONS ARE DETAILED IN THE CIRCULAR. OPENING PROCEDURES WILL REMAIN THE SAME.

PLEASE NOTE THAT NEW MOC PROCEDURES PROVIDE THAT MOC ORDERS IN ALL STOCKS
PERTAINING TO INDEX STRATEGIES WHICH RELATE TO EXPIRING CONTRACTS MUST BE IN BY
3:40 P.M. THERE WILL BE ONLY ONE MOC ORDER IMBALANCE NOTIFICATION. NO CANCELLATIONS
OF MOC ORDERS IN ANY STOCKS ARE PERMITTED AFTER 3:40 P.M. SEE PAGES 1 to 4 FOR
PROCEDURES

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Revised Procedures for Handling Market-on-Close Orders on
December 17, 1993 (“Expiration Friday”)

1. IMPORTANT MOC PROCEDURES HAVE BEEN APPROVED BY THE SEC FOR IMPLEMENTATION ON THE
DECEMBER 17, 1993 EXPIRATION FRIDAY. THEY PROVIDE THAT:

•AUXILIARY OPENING PROCEDURES WILL BE IN EFFECT THIS MONTH AND EVERY MONTH FOR
SELECTED MIDCAP STOCKS AS WELL AS REGULAR PILOT STOCKS.

•NO MOC ORDERS RELATED TO A STRATEGY INCLUDING ANY STOCK INDEX FUTURES, STOCK
INDEX OPTIONS OR OPTIONS ON STOCK INDEX FUTURES IN EXPIRING CONTRACTS MAY BE
ENTERED AFTER 3:40 P.M. IN ANY STOCK. FLOOR BROKERS REPRESENTING SUCH ORDERS MUST
INDICATE THEIR MOC INTEREST TO THE SPECIALIST BY 3:40 P.M.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:40 P.M. IN ANY STOCK.

•AS SOON AS PRACTICABLE, AFTER 3:40 P.M., A SINGLE PUBLICATION OF MOC ORDER
IMBALANCES OF 50,000 SHARES OR MORE WILL BE PUBLISHED IN THE PILOT STOCKS.

•AFTER 3:40 P.M. IN THE PILOT STOCKS, MOC ORDERS MAY ONLY BE ENTERED TO OFFSET
PUBLISHED IMBALANCES.

2. DETAILED DISCUSSION IS PROVIDED ON THE FOLLOWING PAGES.

The December 17, 1993 expiration Friday Pilot stock lists are attached. Please note that only opening
procedures apply to the Midcap-related list.

3. OPENING PROCEDURES

For each monthly expiration, several auxiliary procedures are necessary to integrate stock orders relating to
expiring contracts into NYSE's opening procedures in a manner that assures an efficient market opening in
each stock as close to 9:30 a.m. as possible. The auxiliary opening procedures applicable on December 17,
1993 are:

1. Order Entry
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Stock orders relating to index contracts whose settlement pricing is based upon the December 17, 1993
opening prices must be received by SuperDot or by the specialist by 9:00 a.m.

- These orders may be cancelled or reduced in size. 1 

- Stock orders relating to index contracts whose settlement pricing is not based upon the December 17, 1993
opening prices may be entered after 9:00 a.m.

To facilitate early order entry, SuperDot (1) will begin accepting orders at 7:30 a.m. and (2) will accept market
orders of 30,099 shares or less.

“Limit-at-the-opening” (“limit OPG”) orders are permitted, including delivery through Exchange systems.

- Ordinary limit orders may also be entered.

2. Order Identification

Stock orders relating to opening-price settling contracts must be identified “OPG.”

- Firms entering these orders through SuperDot, but unable to identify orders as “OPG”, may use a unique
branch code or firm identifier (mnemonic) to identify these orders. The NYSE Market Surveillance Division (11
Wall Street, 10th Floor) must be advised of the branch code or identifier by December 20, 1993.

- Firms unable to identify these orders in either way, and firms not using SuperDot, must submit a list of all
these orders and related details to the NYSE Market Surveillance Division by December 20, 1993.

3. Dissemination of Order Imbalances

For any of the pilot stocks and for ten selected S&P MidCap 400 Index stocks (lists attached) having a market
order imbalance of 50,000 shares or more at 9:00 a.m., the NYSE will disseminate the size of the order
imbalance via the low-speed ticker and the news services as promptly as practicable after 9:00 a.m.

4. Dissemination of Indications

Except for the auxiliary procedures described above, all stocks, including the pilot stocks and selected
MidCap stocks, are subject to the regular NYSE opening procedures, including price indications where a
substantial price change is anticipated. Dissemination of an indication is mandatory for an opening which
will result in a price change constituting the lesser of 10% or three points from the prior NYSE close, or five
points if the previous close is $100 or higher, unless the price change is less than one point. Fifteen minutes
must elapse between a first indication and a stock's opening. However, when more than one indication is
necessary, a stock may open (1) five minutes after the last indication when it overlaps the prior indication
(e.g., 51 - 53 overlaps 50 - 52, but does not overlap 53 - 55) and (2) ten minutes after the last indication when
it does not overlap the prior indication, provided that 15 minutes must have elapsed from the dissemination of
the first indication.

4. PROCEDURES RELATING TO THE CLOSE

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. Applicable MOC orders
are those relating to a strategy involving any stock index futures, stock index options, or options on stock
index futures, in all stocks. These procedures have been filed as a rule with the SEC.

The cut-off time is 3:40 p.m. for the entry of MOC orders that relate to a strategy including any expiring stock
index futures, stock index options or options on stock index futures. This requirement applies to all stocks
involving such a strategy, not just pilot stocks. Floor brokers representing such orders must indicate their
MOC interest to the specialist by 3:40 p.m. These closing procedures will be implemented with the December
17, 1993 expiration.

1. Order Entry and Imbalance Publication
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NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

2. Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:40 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will continue to be permitted after 3:40 p.m.

3. Special Procedures on Limitation of Entry of Orders and Publication of Imbalances in Pilot Stocks

You must, as stated above and required for all stocks, enter all MOC orders, in positions relating to a strategy
involving any expiring stock index futures, stock index options, or options on stock index futures, by 3:40 p.m.
eastern time. In addition, as described below, there are special limitations regarding the subsequent entry
of orders, and special procedures for publication of imbalances, that are applicable only to pilot stocks (see
attached lists). It should be noted that, pursuant to Rule 13, an order for execution at the close may only be
entered for execution at-the-market; “limit-at-the-close” orders are not permitted.

As soon as possible after 3:40 p.m., the Exchange will publish on the tape any imbalance of MOC orders
of 50,000 shares or more that existed at 3:40 p.m. in those pilot stocks. This will be the only MOC order
imbalance publication. If a “No Imbalance” notice is published in a pilot stock, no MOC orders will be
permitted in that stock. While MOC orders previously entered may be cancelled or reduced in size until 3:40
p.m., once a publication of an imbalance in a pilot stock has been made, any MOC orders subsequently
entered in such pilot stock will be accepted only to trade on the opposite side of the market in relation to such
published imbalance. The liquidation of positions relating to a strategy involving any stock index futures, stock
index options, or options on stock index futures using MOC orders entered after 3:40 p.m. is not permitted,
even if such orders might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:40 p.m. may not reflect the imbalance that exists at the close.

The procedures stated in this section relate only to the pilot stocks. Regular procedures, including revised
procedures for all stocks that are stated on Pages One through Four, will apply to all other listed securities.

4. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The specialist may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they may be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

5. “G” Orders
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Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule (90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

80A. Rule 80A

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on the last trade date prior to each month's expiration.

6. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a)(2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
David Leibowitz at (212) 656-4588.

Robert J. McSweeney

Senior Vice President

                              

Attachments

         

5. Expiration Friday Pilot Stocks - December 17, 1993

   ABT       ABBOTT LABORATORIES
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   AXP       AMERICAN EXPRESS COMPANY

   AHP       MAERICAN HOME PRODUCTS CORPORATION

   AIG       AMERICAN INTERNATIONAL GROUP INC.

   T         AMERICAN TELEPHONE AND TELEGRAPH

   AIT       AMERITECH CORP.

   AN        AMOCO CORPORATION

   ARC       ATLANTIC RICHFIELD COMPANY

   BAC       BANKAMERICA CORPORATION

   BEL       BELL ATLANTIC CORPORATION

   BLS       BELLSOUTH CORPORATION

   BMY       BRISTOL MYERS SQUIBB COMPANY

   CHV       CHEVRON CORPORATION

   C         CHRYSLER CORP.

   KO        COCA-COLA COMPANY

   DOW       DOW CHEMICAL COMPANY

   DD        DU PONT COMPANY
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   EK        EASTMAN KODAK COMPANY

   LLY       ELI LILLY AND COMPANY

   XON       EXXON CORPORATION

   FNM       FEDERAL NATIONAL MORTGAGE ASSOCIATION

   F         FORD MOTOR COMPANY

   GE        GENERAL ELECTRIC COMPANY

   GM        GENERAL MOTORS CORPORATION

   GTE       GTE CORPORATION

   HWP       HEWLETT-PACKARD COMPANY

   HD        HOME DEPOT INC.

   IBM       INTERNAIONAL BUSINESS MACHINES CORP.

   IP        INTERNATIONAL PAPER COMPANY

   JNJ       JOHNSON AND JOHNSON

   MCD       MCDONALDS CORPORATION

   MRK       MERCK AND COMPANY INC.

   MMM       MINNESOTA MINING AND MANUFACTURING
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   MOB       MOBIL CORPORATION

   MOT       MOTOROLA INC.

   NYN       NYNEX CORPORATION

   PCG       PACIFIC GAS & ELECTRIC CO.

   PAC       PACIFIC TELESIS GROUP

   PEP       PEPSICO INC.

   PFE       PFIZER INC.

   MO        PHILIP MORRIS COS. INC.

   PG        PROCTER AND GAMBLE COMPANY

   RD        ROYAL DUTCH PETROLEUM COMPANY

   S         SEARS ROEBUCK COMPANY

   SBC       SOUTHWESTERN BELL CORPORATION

   TX        TEXACO INC.

   TWX       TIME WARNER INC.

   UN        UNILEVER N.V. ORD SHARES

   USW       U.S. WEST INC.
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   WMT       WAL-MART STORES INC.

   DIS       WALT DISNEY COMPANY

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of December 3, 1993
and the 20 Major Market Index stocks.

          

6. Midcap Index Expiration Friday Stocks - December 17, 1993

   BK             Bank of New York Company, Inc.

   *CMA           Comerica Inc.

   CU             CUC International Inc.

   BEN            Franklin Resources Inc.

   *KEY           Keycorp

   GME            General Motors Corp. Class E

   IGT            International Game Technology

   MS             Morgan Stanley Group Inc.

   LUV            Southwest Airlines Company

   UNH            United Healthcare Corporation

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of December
3, 1993. The indicated (*) stocks have been added to the list. BR and FBS have been deleted.

7. MEMORANDUM

Date: December 10, 1993
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To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) Orders

1. MOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

2A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

   1. Example #1   200,000 buy MOC

                    50,000 sell MOC

                    50,000 sell plus MOC

                    25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

   2. Example #2   100,000 sell MOC

                    50,000 buy MOC

                    25,000 buy minus MOC

                    25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000−B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

3Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4 - last sale 20 3/8

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

978

http://researchhelp.cch.com/License_Agreement.htm


3A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus or sell
short order would go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the
other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus or
sell short order would go ahead of the 20 1/2 limit sell orders on the book because it should be treated like a
market order. Similarly, a market-on-close buy minus order would be treated as a limit order if the last sale
was on a “plus” or “zero plus”, going behind any buy orders limited at 20 1/4. If the last sale was on a “minus”
or “zero minus” tick, the market-on-close buy minus order would be treated as a market order and executed
ahead of 20 1/4 limit buy orders on the book.

4Q. Are limit at-the-close or MOC “short” at-the-close orders permitted?

4A. Limit at-the-close orders, where a specific price is indicated, are not allowed. Firms may enter “short”
MOC orders.

5Q. Should brokers in the Crowd give the specialist their orders prior to the final bell? How should
they be handled by the specialist?

5A. Yes. In the pilot stocks, any brokers in the Crowd handling orders relating to strategies should give their
orders to the specialist by 3:40 p.m., to allow the specialist to arrange a closing price. Such orders should be
handled like “love” orders on the opening.

6Q. Can MOC orders be entered in the pilot stocks if a “No Imbalance” notice is published at 3:40
p.m.?

6A. No MOC orders may be entered if a “No Imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.
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December 10, 1993

  

Member Firm Regulation

 TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, LEGAL AND COMPLIANCE
DEPARTMENTS

SUBJECT: FORMATION OR ACQUISITION OF AFFILIATES; ORGANIZATIONS GUARANTEED BY
MEMBERS OR MEMBER ORGANIZATIONS; RECEIPT OF FLOW THROUGH BENEFITS

NOTE: THIS MEMORANDUM MAY REQUIRE ACTION BY MEMBERS AND MEMBER ORGANIZATIONS

On August 31, 1993 the Securities and Exchange Commission approved amendments to Exchange rules
concerning organizations controlled or guaranteed by members and member organizations (See Securities
Exchange Act Release No. 34-32823). The revisions consist of amendments to Rules 113, 122, 321, 342,
346, 416, and 476, rescission of Rules 322 and 324, and adoption of new Rule 322.

Generally, the rule amendments will allow members and member organizations much greater flexibility in
structuring their affiliates in a manner that will permit diversification and keep pace with the competitive
environment within the industry, while maintaining appropriate regulatory safeguards. The rules have
been significantly simplified and updated in view of today's sophisticated corporate structures and the
internationalization of the securities markets.

The text of the rule amendments is attached as Exhibits A, B and C. The significant areas of change are
discussed below.

321. RULE 321 - FORMATION OR ACQUISITION OF AFFILIATES

Amended Rule 321 permits a member or member organization to form or acquire an affiliate, with prior written
Exchange approval. An “affiliate” is defined as an entity engaged in a securities or kindred business that is

controlled by the member or member organization. * 

Exchange approval to form or acquire an affiliate should be sought through a letter of application to the
Exchange which details the control relationship. Such request must include disclosure of any of the
affiliate's employees who will require Exchange approval (Rule 321.15), submission of the required financial
statements (Rule 321.16), information as to any proposed space sharing arrangements (Rule 321.19), and
the required opinion of counsel (Rule 321.22).

Under amended Rule 321.15, an employee of a non-U.S. registered foreign affiliate whose duties
(involving the purchase or sale of U.S. securities) correspond to those of a registered representative
**   must file a completed Uniform Application for Securities Industry Registration or Transfer (Form
U-4) and be approved by the Exchange as a registered representative of the parent member or
member organization. Consequently, the member organization would be required to establish
supervisory procedures adequate to enforce the requirements applicable to its registered
representatives.

Rule 321.16 requires that a pro forma balance sheet for the affiliate must be submitted to the Exchange with
the application for approval. This requirement may be satisfied by filing the balance sheet part of the FOCUS

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

980

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P93-54%2909013e2c855b30fe?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE113/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE122/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE321/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE342/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE346/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE416/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE476/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE322/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE324/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE322/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE321/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE321/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE321.15/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE321.16/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE321.22/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE321.15/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECFORMU-4/FSL01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECFORMU-4/FSL01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE321.16/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


report (Part II) and schedules (for registered broker-dealers) or page 1 of the “Summary Financial Statement
for Entities Conducting a Securities or Kindred Business” (for non registered broker-dealers) (see Exhibit D
attached).

Rule 321.21 provides that an affiliate may have cash or margin transactions effected for its own account by
the related member or member organization. Under these circumstances, the affiliate will be treated as a
customer of its parent for such purposes as Regulation T the Federal Reserve Board and Rule 15c3-3 of the
Securities Exchange Act of 1934.

WITHIN THIRTY (30) DAYS OF THE DATE OF THIS INFORMATION MEMORANDUM, ALL MEMBERS
AND MEMBER ORGANIZATIONS MUST SUBMIT A LIST TO THE EXCHANGE WHICH IDENTIFIES
EACH OF THEIR EXISTING AFFILIATES, AS THAT TERM IS DEFINED IN AMENDED RULE 321.

IN ADDITION, MEMBERS AND MEMBER ORGANIZATIONS MUST NOTIFY AND MAKE APPLICATION
TO THE EXCHANGE WITHIN NINETY (90) DAYS OF THE DATE OF THIS MEMORANDUM IF THEY
CURRENTLY HAVE FOREIGN AFFILIATES (AS DEFINED IN AMENDED RULE 321) WHOSE
EMPLOYEES REQUIRE EXCHANGE APPROVAL AS REGISTERED REPRESENTATIVES UNDER THE
AMENDED RULE.

Member organizations should be aware that any affiliate subject to Rule 321 is also required to become an
approved person under Rule 304(h). An entity formed or acquired under Rule 321 also may be subject to the
requirements of Rule 322 (see discussion of Rule 322 below).

322. NEW RULE 322 - GUARANTEES BY, OR FLOW THROUGH BENEFITS FOR MEMBERS OR MEMBER
ORGANIZATIONS

New Rule 322 requires that written notice be provided to the Exchange at least 10 business days prior to a
member or member organization entering into any arrangement or relationship under which it guarantees
or assumes or endorses the obligations and/or liabilities of another person (“guarantee”) or receives flow-
through capital benefits in accordance with Appendix C of Securities Exchange Act Rule 15c3-1. Under
Appendix C, flow-through benefits are recognized only if received from a majority owned and controlled
subsidiary. Therefore, members and member organizations must have satisfied the conditions of
Appendix C prior to submitting written notice under new Rule 322.

The written notice required under Rule 322 must include a statement with respect to the financial and
operational impact that the guarantee or receipt of flow-through benefits will have upon the member or
member organization (see Rule 322.10). Additionally, members and member organizations will be required to
provide the Exchange with access to books and records of the person it guarantees or from which it receives
flow-through capital benefits, upon request (Rule 322.12).

The financial statements referred to in Rule 322.13 may take one of three forms, dependent upon the nature
of the entity which is the subject of the rule (i.e., (a) registered broker-dealer; (b) unregistered broker-dealer;
and (c) other entities). Members and member organizations will be required to file copies of FOCUS reports
with the Exchange for guaranteed entities and for those from whom flow through benefits are received
that are registered broker-dealers. The financial report entitled “Summary Financial Statement for Entities
Conducting a Securities or Kindred Business” (See Exhibit D attached) must be filed by members and
member organizations on behalf of such entities that, while not registered as brokers or dealers, are engaged

in a securities or kindred business. ***   This report is to be prepared using the instructions to FOCUS Report,
Part II. For entities that are non-broker-dealers, members and member organizations will be required to
file the report entitled “Non Securities or Kindred Business Summary Financial Statement” (See Exhibit E
attached). These financial reports shall be submitted on the following basis, unless otherwise required by the
Exchange:

•Entities from whom flow through capital benefits are received - File appropriate report when initial notice is
submitted to the Exchange, and quarterly thereafter.
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•Fully guaranteed entities - File appropriate report when initial notice is submitted to the Exchange, and
quarterly thereafter.

•Specific or Limited guaranteed obligations and/or liabilities of another entity - File appropriate report when
initial notice is submitted to the Exchange, and whenever a capital charge is incurred and quarterly thereafter.

•Entities fully consolidated in a consolidated FOCUS report filing - File only the balance sheet section of the
appropriate report, on a quarterly basis. If the consolidated entity is a registered broker-dealer, file FOCUS on
quarterly basis.

These requirements must be complied with, separately, for each entity subject to new Rule 322.

MEMBERS AND MEMBER ORGANIZATIONS MUST IDENTIFY EACH ENTITY WITH WHICH IT HAS AN
ARRANGEMENT OR RELATIONSHIP ( i.e. , THAT IT GUARANTEES OR FROM WHICH IT RECEIVES
FLOW-THROUGH BENEFITS) WITHIN THE TERMS OF NEW RULE 322. A LIST OF ALL SUCH ENTITIES
MUST BE SUBMITTED TO THE EXCHANGE WITHIN THIRTY (30) DAYS OF THE DATE OF THIS
INFORMATION MEMORANDUM.

342. RULE 342 - OFFICES - APPROVAL, SUPERVISION AND CONTROL

Amended Rule 342 defines the term “foreign branch office” and provides that members and member
organizations may, with prior written Exchange approval, establish a foreign branch office in corporate
or partnership form provided it is wholly owned by the member or member organization. Application for
Exchange approval is made by filing a branch office application for each foreign branch location. All foreign
branch office personnel will be subject to the Exchange Constitution and Rules to the same extent as are
domestic personnel of a member organization. Also, for regulatory purposes, a foreign branch office will be
treated like any other branch of the member organization. All liabilities and obligations of a foreign branch
office must be assumed or guaranteed by the parent member organization.

Pursuant to Rule 342.12, a foreign branch office includes any such independently organized location where
the financial resources of the member or member organization are being utilized or held out as being utilized.
However, this will not mean that a location is deemed to be a foreign branch office under Rule 342 merely
because it receives its initial financing from a member or member organization.

Although a separate legal entity, the foreign branch office, as noted, is treated, for all intents and purposes,
as a domestic branch office. Consequently, all accounts must be introduced to the member or member
organization or that member's or member organization's clearing organization and the foreign branch office
may not carry any accounts or deal with customers as principal. Thus, a foreign location is not deemed to be
a branch if it carries accounts on its own books and does not introduce accounts to the member or member
organization. Rather, such a location may be considered an affiliate under Rule 321 and an arrangement also
subject to new Rule 322. Prior written approval of the Exchange is required.

1. OTHER RULE AMENDMENTS

In order to effect the above changes and to provide for consistency in the rules, changes were also made
to Rules 113 “Specialists' Public Customers”, 122 “Orders With More Than One Broker”, 346 “Limitations
- Employment and Association with Members and Member Organizations”, and 416 “Questionaires and
Reports”. In addition, amendments were made to Rule 476 in order to clarify and codify the Exchange's
authority to impose sanctions upon all persons subject to Exchange jurisdiction (including affiliates and
foreign branch offices and their associated persons) upon a finding of guilt in a proceeding under Rule 476.

2. DISCLOSURE TO OTHER PARTIES

The amended rules may have the effect of changing the existing basis for relationships and/or arrangements
between members and member organizations and other entities e.g, where an affiliate previously formed
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under old Rule 322 is no longer guaranteed by its parent member organization. Where such is the case,
disclosure of such changes should be made to persons conducting business with existing affiliates.

* * * *

Members and member organizations are reminded that in circumstances where there is no requirement under
Rules 321 or 322 to receive approval from or provide notice to the Exchange of a relationship with another
entity, Exchange Rule 346(c), which requires that the Exchange receive notification of any control relationship
(see Rule 2 definition of control), nevertheless may be applicable.

Any questions relating to these amendments may be directed to Mary Anne Furlong at (212) 656-4823 or
Patricia Dorilio at (212) 656-2744. Requests for approval of affiliates, notice of guarantees, initial submission
of lists of current affiliates and questions concerning the required financial reports should be directed to your
Finance Coordinator at the Exchange.

Applications for employees of foreign affiliates requiring Exchange approval should be submitted to the
Exchange's Qualifications and Registrations area.

Salvatore Pallante

Senior Vice President

A. Exhibit A

Additions Underscored

Deletions [bracketed]

1. Formation or Aquisition of [Corporate] Affiliates

Rule 321. No [A] member or member organization [firm comprised of two or more general partners of a
member corporation] may, without [with] the prior written approval of the Exchange, form or acquire an
affiliated company. The member or member organization shall require such affiliate to comply with the
following provisions.

S. … Supplementary Material:

Information Regarding Affiliated Companies of Members and Member Organizations

.10 Definition of affiliate. -For purposes of this rule, the term “affiliate” means an entity engaged in a securities
or kindred business that is controlled by a member or member organization within the meaning of Rule 2 of
the Constitution and Rules, except that it shall not include paragraph (iii) of said Rule 2.

[.10 Authority to form. - A member organization will be required to show adequate reason for desiring an
affiliate.]

.11 Form of organization. - An affiliate shall be an incorporated company[,the liability of whose stockholders is
limited.] or partnership.

.12 Name. - The name of the [corporate] affiliate and the name of the member organization must be
sufficiently different to prevent confusion. The mere addition of “Inc.” or “and Co.” may not be sufficient.

[.13 Capitalization. - Not less than 25% of the total capital of the corporate affiliate shall be in the form of
capital stock. The members and allied members in the member organization or the member organization
itself shall at all times own beneficially at least 40% of the total capitalization of the corporate affiliate, except
that where the member organization is a member corporation having outstanding any freely transferable
security, such ownership shall be by the member corporation itself. Such ownership shall comprise all the
voting stock (except as otherwise approved by the Exchange) and may include non-voting stocks, debentures
and subordinated borrowings.
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Holders of non-voting stock, debentures and/or notes, who are not members or allied members of the
Exchange, may not receive in the aggregate in excess of 45 % of the direct or indirect profits of the corporate
affiliate.]

[.14 Classes of stock. - A corporate affiliate shall have but one class of voting stock, but may have one or
more classes of capital stock.

Except where otherwise specifically required by law, sole voting control must under all circumstances be
vested in the holders of the voting stock. No stock of any class or kind shall be issued without approval of the
Exchange.]

[.15 Participating securities - Fixed interest of members and allied members. - Since Rule 314 provides that
each member and allied member in a member organization must have a fixed interest in its entire business, it
follows that the fixed interest of each member and allied member must extend to the member organization's
corporate affiliate. When any of the corporate affiliate's participating stock is owned by the members and
allied members in the member organization, such holdings must at all times be distributed among such
members and allied members in approximately the same proportions as their respective interests in the
profits of the member organization. When a member or allied member's interest in the member organization is
changed, a corresponding change must be made in his participating interest in the affiliate.

Where all of the voting stock of a corporate affiliate is owned by a member corporation which has outstanding
any freely transferable security, no member, allied member, director or employee of such member corporation
shall have any direct or indirect interest in the profits of the corporate affiliate, except as otherwise approved
by the Exchange.]

[.16 Holding by estate of decedent. - If a deceased general partner's capital in the member firm continues
for a stated period of time at the risk of th e continuing or successor partnership under the provisions of
the partnership agreement in effect at the time of his death, his holdings of participating securities of the
corporate affiliate may be permitted to be held by his estate for the same period of time, provided that
voting rights of any such securities, while held by the estate, shall be covered by a voting trust agreement
under which a general partner of the member firm shall be the voting trustee. In the event the estate of the
deceased general partner becomes a limited partner in the member firm, the voting stock included within such
securities must either be sold to the affiliate company, the member firm or the surviving general partners or be
converted into a non-voting security, subject to the approval of the Exchange.

In the event of the death of a holder of voting stock in a member corporation who is also a holder of any
securities issued by a corporate affiliate, such securities held by such decedent in the affiliate may, unless
the Exchange shall otherwise determine, be held by his estate for the same reasonable period of time as his
holdings of member corporation voting stock.]

[.17 Non-voting stockholders. - Each holder of non-voting stock of the corporate affiliate must be approved by
the Exchange.

If, under the laws governing incorporation, non-voting securities are given rights to vote under certain
circumstances, the opinion of counsel required under .35 below, shall state the circumstances under which
the holders of non-voting securities are entitled to vote. The Exchange may, in specific instances, permit the
issuance of a non-voting security where the statutory voting rights of the non-voting security are limited.

The Exchange will reserve the right to approve or disapprove the ratio of capital between voting and
non-voting securities and to limit the number of security holders, any such limitation to depend upon the
circumstances involved in each case.]

[.18 Employees. - With the prior permission of the Exchange, employees may be permitted to own
participating securities providing such holdings do not exceed 5% of all participating securities in the case of
one employee]
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[.19 Submission of corporate documents. - The charter or certificate of incorporation of the corporate affiliate
and all amendments thereto, its by-laws and all amendments thereto, forms of stock certificates and other
securities issued or to be issued by the corporate affiliate and any and all agreements or other documents
and amendments thereto between a member organization, its partners or stockholders and the proposed
corporate affiliate, its stockholders or employees shall be submitted and be acceptable to the Exchange prior
to becoming effective.]

[.20 Agreement of security holders. - Each holder of securities issued by a corporate affiliate must agree
in writing with the corporation that whenever such holder (1) proposes to sell or dispose of any such
securities, (2) retires from the member organization, (3) dies, (4) is declared incompetent or (5) terminates
his employment with the member organization and the affiliate, the member organization, the members and
allied members therein, the corporate affiliate or its stockholders, or all of them, shall have the prior right
to purchase such holder's securities at the price at which they are proposed to be sold or at a price to be
determined by a prescribed formula and, further, that so long as the corporation continues as a corporate
affiliate such holder will not, without the prior approval of the Exchange, transfer, sell, assign, pledge or
otherwise create, or permit to be created, any lien, charge or encumbrance upon his securities in the
corporation.

The corporate affiliate and/or the holders of its securities must further agree with the Exchange that, if any of
the corporate affiliate's voting stock which is not held by its parent member organization should at any time
be acquired, held or owned by a person other than a member or allied member in good standing,or any of
its other securities should at any time be held by a person not approved by the Exchange, or if any security
holder should violate the agreement entered into by him pursuant to the foregoing paragraph, the member
organization may be required by the Exchange to sever any and all connections with the corporate affiliate.]

.13[.21] Severance of connection with affiliate. - The Exchange may at any time require that the member
or member organization and the partners or stockholders thereof sever all connections with the [corporate]
affiliate including the disposition of all securities [and dispose of all stock] and other interests therein, or
such amount thereof as determined by the Exchange. [and each member organization and the partners or
stockholders thereof shall enter into an agreement with the Exchange so providing. At any time] Concurrent
with or at any time after directing such severance, the Exchange may require the member organization to
change its name if the Exchange finds that the name of the former [corporate] affiliate may be confused with
the name of such member organization.

.14 [.22] List of stockholders. - A list of stockholders or partners of the [corporate] affiliate [and the number
of shares of each class of stock held] shall upon request be submitted to [Regulation & Surveillance.] the
Exchange.

.15 [.23 Directors, officers and] [e] Employees. - [A person shall not be elected a director or appointed an
officer without the prior specific approval of the Exchange and shall retain such position only so long as
he shall continue to be approved by the Exchange. The directors and the President and Executive Vice
President of a corporate affiliate should be members or allied members in the member organization in
good standing and each other officer who is not a member or allied member shall file an U-4 Form with
the Exchange.] No employee associated with a non U.S. registered foreign affiliate whose duties [with
the corporate affiliate] correspond to those of a registered representative in the solicitation of accounts or
orders for the purchase or sale of U.S. securities shall be employed by such affiliate unless such person has
been and is continued to be approved by the Exchange as a registered representative of the member or
member organization. [With the approval of the Exchange, an employee may function with both the member
organization and the affiliate.]

Any filing or submission required under this rule which is made with a properly authorized agent acting on
behalf of the Exchange shall for purposes of this rule be deemed to be a filing with the Exchange.

[.24 Changes in capital structure or stock ownership. - No change shall be made in the capital structure of a
corporate affiliate or in the ownership of its stock without the prior approval of the Exchange.]
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.16 [.25] Capital requirements. - The Exchange will not prescribe capital requirements for a n [corporate
affiliate. However, the Exchange will require a pro forma balance sheet of the affiliate to be filed with it
before any action is taken on a member or member organization's application to form such an affiliate. The
Exchange may, however, require the submission of subsequent financial statements [balance sheets].

[.26 Reports. - Unless otherwise specifically requested by the Exchange, a corporate affiliate will not be
required to file with the Exchange weekly reports on commitments.]

[.27 Endorsement or guarantee. - No member organization or member or allied member thereof shall endorse
or guarantee any obligations of the organization's corporate affiliate or voluntarily assume directly or indirectly
any of the liabilities of any such affiliate.

No affiliate shall become liable jointly and severally, with any member organization with which it is affiliated or
any member or allied member in any such organization.]

.l7 [.28] Banking commitments. - A n [corporate] affiliate's banking and other commitments, loans and
obligations shall be kept separate and distinct from those of the member or member organization with which
it is affiliated [and neither the organization nor any of its partners or stockholders shall assume any liability for
the obligations of the corporate affiliate].

[.29 Customers' positions. - A corporate affiliate shall not hold or carry (except in connection with items
pending consummation) any accounts, securities, commodities, moneys, balances, equities, or commitments
for customers, other than joint accounts in which the affiliate is interested with brokers, dealers or financial
institutions. A corporate affiliate will not be permitted to act as broker.]

.18 [.30] Functions of an affiliate. - A n [corporate] affiliate may be formed to do an underwriting , agency
or dealer business ,[. It may also be formed to do an investment advisory business] or any other business
acceptable to the Exchange .[, so long as such business does not include dealings on an agency basis. If
an affiliate is formed to do an underwriting business, the Exchange will prefer that the member organization
cease all underwriting activities. The Exchange might make exceptions to this policy depending upon the
circumstances involved. However, if an affiliate is formed to do a dealer business, the Exchange will not
object to the member organization also doing a similar type of business. The Exchange will not object to an
affiliate being formed for speculative purposes.]

.19 [.31] Offices. - A n [corporate] affiliate will be permitted, under the conditions set forth in Rule 343 [#2343]
to occupy the same quarters as those of the member organization. [Every office of an affiliate must be
approved by the Exchange. (See #2342.10 re: annual fee.)].

.20 [.32] Books and records. - A n [corporate] affiliate shall keep books and records separate and distinct
from those of the member or member organization with which it is affiliated and such books and records shall,
upon request, be made available by the member or member organization [to] for inspection by the Exchange.
However, such books and records may be maintained by the member or member organization.

[.33 Advertising. - The advertising of a corporate affiliate shall be subject to the same supervision as that of
member organizations. (See Rules 472 and 791.)]

.21 [.34] Transactions between members or member organizations and [corporate] affiliates. - A n [corporate]
affiliate will not be prohibited by the Exchange from having cash or margin brokerage transactions effected
for its account by the member or member organization (see Section 11(a) of the Securities Exchange Act of
1934). The rules and regulations applicable generally to customer's accounts shall be applicable to each such
account.

.22 [.35] Conditions to be complied with after organization of [corporate] affiliate but prior to commencement
of business. - No [corporate] affiliate shall commence business after its organization without the prior written
approval of the Exchange. Before giving such approval there shall be submitted to the Exchange an opinion
of counsel, in form and substance satisfactory to the Exchange, stating (1) that the affiliate is duly organized
and existing, and (2) that the stock, if any, of the affiliate has been duly and validly issued and is fully paid
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and non-assessable .[, (3) the extent to which the restrictions hereinabove set forth with respect to voting
control, ownership of participating securities, change in capital structure and transfer and pledge of stock
have been made legally effective, and (4) the extent to which the stock-holders may be individually liable for
the obligations of the corporation.]

.23 [.36] New issues. - The provisions of Section 11(d)(1) of the Securities and Exchange Act of 1934, relating
to the extension or maintenance of credit in connection with new issues, will apply to transactions by a
member or member organization in new issues in the distribution of which its affiliate participated with the
same force and to the same extent as if the member or member organization itself had participated in the
distribution of such new issues.

.24 [.37] Disclosure. - In connection with any transactions which the member or member organization may
have had with its customers, or any recommendation which the member or member organization may make
to its customers , involving securities underwritten, distributed or sold by its affiliate, full disclosure shall be
made by t he member or member organization to its customers of the interest of the affiliate in such securities
at that time.

.25 [.38] Off-board transactions. - Except in respect of the so-called Exempt List of Guaranteed and Preferred
Stocks, listed in Rule 390, an affiliate must obtain Exchange permission before effecting a transaction in a
listed stock off the Floor of the Exchange. An affiliate may participate in a secondary distribution of a listed
stock only if the Exchange has approved participation therein by members and member organizations. (See
Rule 393 [#2393] and 2393.10-2393.18 for information re : secondary distribution.)

(See also Rules 304, 322 and 342.12.)

B. Exhibit B

Guarantees by, or Flow Through Benefits for Members or Member Organizations

New Rule 322. Prior written notice shall be given the Exchange whenever any member not associated with a
member organization or any member organization:

(a) guarantees, endorses or assumes, directly or indirectly, the obligations or liabilities of another person; or

(b) receives flow through capital benefits in accordance with Appendix C of Rule 15c3-1 under the Securities
Exchange Act of 1934.

S. … Supplementary Material:

.10 Financial and Operational Impact. - The written notice required by this rule shall be given to the Exchange
at least 10 business days prior to entering into such arrangement or relationship with another person and
shall include the address and general nature of business conducted by such person, a description of the
relationship or arrangement between the parties, details regarding the capitalization of such person (including
the percentage of ownership or profits by the member or member organization), as well as the actual and
potential effect of the arrangement or relationship on the member or member organization's capital (including
net capital) and operations and such other information as the Exchange may require.

.11 Dealings with member or member organization. - A member or member organization may at any time be
required to provide the Exchange with information with respect to the arrangement, relationship and dealings
with a person referred to in this rule.

.12 Books and records. - No member or member organization shall enter into an arrangement described
in this rule unless it has the authority to make available promptly the books and records of such person
for inspection by the Exchange in the United States. The books and records of such person shall be kept
separately from those of the member or member organization.

.13 FOCUS Reporting Requirements. - For persons referred to in this rule that are registered broker-dealers,
the member or member organization shall furnish to the Exchange copies of such person's FOCUS Reports
simultaneous with their being filed with the person's designated examining authority. For persons referred
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to in this rule that are not registered broker-dealers, the Exchange requires, in lieu of FOCUS, submission
of financial and operational statements, in such format and at such time periods as may be required by the
Exchange, sufficient to gauge the capital and operational effects of the arrangement or relationship. See also
Rule 416.10.

.14 Foreign branch offices. - See Rule 342.12.

.15 Routine guarantees. - Guarantees executed routinely in the normal course of business such as signature
guarantees, endorsement of securities and the writing of options, are not subject to the requirements of
this rule provided that, in regard to the guarantee of the writing of options, the transaction is appropriately
recorded on the member's or member organization's books and records in accordance with Securities
Exchange Act Rule 17a-3(a)(10) and is reflected in its capital computation.

.16 Severance of connection. - The Exchange may at any time require that the member or member
organization and the partners or stockholders thereof sever all connections with a person referred to in
this rule including the disposition of all securities and other interests therein, or such amount thereof as
determined by the Exchange. Concurrent with or at any time after directing such severance, the Exchange
may require the member organization to change its name if the Exchange finds that the name of the former
associated organization may be confused with the name of such member organization.

(See also Rule 321)

C. Exhibit C

Additions: Underscored

[Brackets] denote deletions

113. Rule 113 - Specialists' Public Customers

(a) No specialist, the [his] member organization with which it is associated, or affiliate [corporate subsidiary] of
such organization within the meaning of Rule 321 [322], shall accept an order for the purchase or sale of any
stock in which it [he] is registered as a specialist directly (1) from the company issuing such stock; (2) from
any officer, director or 10% stockholder of that company; (3) from any pension of profit-sharing fund; (4) from
any institution, such as a bank, trust company, insurance company, or investment company.

* * *

122. Rule 122 - Orders With More Than One Broker

No member, member organization or any allied member therein, or affiliate [corporate subsidiary] of such
organization within the meaning of Rule 321 [322], shall maintain with more than one broker, for execution on
the Exchange, market orders or orders at the same price for the purchase or sale of the same security with
knowledge that such orders are for the account of the same principal, unless specific permission has been
obtained from a Floor Official.

* * *

342. Rule 342 - Offices - Approval, Supervision and Control

* * *

S. … Supplementary Material

10. .10 Annual fee - Each office of a member organization (including any foreign branch office) [or corporate
affiliate], other than the main office of the member organization, shall be subject during its existence to
a registration fee as determined by the Exchange [of $50] for each calendar year or part thereof, unless
specifically exempted by the Exchange. [(See para. 2321.34 for corporate affiliate requirements.)]
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12. .12 Foreign branch offices - With prior approval of [and under the conditions set by] the Exchange, a
member or member organization may establish a foreign branch office in corporate or partnership form,
provided [all the stock of the corporation is] it is wholly owned by the member or member organization.
[Regulation & Surveillance will furnish information concerning these conditions.] Continuance of the
arrangement is subject to any changes in the Constitution [,] and Rules [and Regulations] of the Exchange as
may be thereafter adopted.

Foreign branch offices approved pursuant to this paragraph .12 and their personnel shall be fully subject to
the Constitution and Rules of the Exchange to the same degree and extent as are members and member
organizations and their personnel. All obligations and liabilities of such foreign branch office shall be assumed
or guaranteed by its parent member or member organization and such member or member organization shall
be fully responsible for all acts of such foreign branch office.

For purposes of this Rule 342.12, the term “foreign branch office” shall include any such independently
organized foreign location from which the services of the member or member organization are being made
available or whose financial resources are being utilized in the operation of the office or as to which either of
the above is held out, respectively, as available or being utilized.

* * *

346. Rule 346 - Limitations - Employment and Association with Members and Member Organizations

(a) and (b) No change

(c) Prompt written notice shall be given the Exchange whenever any member or member organization knows,
or in the exercise of reasonable care should know, that any person, other than a member, allied member or
employee, directly or indirectly, controls, is controlled by or is under common control with such member or
member organization. (See also Rule 321).

* * *

416. Rule 416 - Questionnaires and Reports

* * *

10. .10 Member organizations may be required to provide financial and operational reports as required by
paragraph [Section] (a) of this Rule for affiliated [and subsidiary] organizations, including but not limited to,
persons referred to in Rules 321 and 322.

* * *

476. Rule 476 - Disciplinary Proceedings Involving Charges Against Members, Member Organizations, Allied
Members, Approved Persons, [or] Employees , or Others

(a) If a member, member organization, allied member, approved person, [or] registered or non-registered
employee of a member or member organization or person otherwise subject to the jurisdiction of the
Exchange is adjudged guilty in a proceeding under this Rule of any of the following offenses -

(1) to (10) no change

(11) refusing or failing to comply with a request of the Exchange to submit his or its books and records
(including those books and records with respect to which such member, member organization, allied member,
approved person, [or] registered or non-registered employee or person otherwise subject to the jurisdiction of
the Exchange has access and control) to the Exchange or any other self-regulatory organization, as defined
in Section 3(a)(26) of the Securities Exchange Act of 1934, or to furnish information to or to appear or testify
before the Exchange or such other self-regulatory organization, or failing to take any of the foregoing actions
on the date or within the time period that the Exchange requires; or
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if a member who is registered as a specialist is adjudged guilty in a proceeding under this Rule of substantial
or continued failure to engage in a course of dealings for his own account to assist in the maintenance, so far
as practicable, of a fair and orderly market in any security in which he is registered;

then, in any such event, the Hearing Panel shall, in accordance with the procedures set forth in this Rule,
impose one or more of the following disciplinary sanctions on such member, member organization, allied
member, approved person, [or] registered or non-registered employee or person otherwise subject to the
jurisdiction of the Exchange: expulsion; suspension; limitation as to activities, functions, and operations,
including the suspension or cancellation of a registration in, or assignment of, one or more stocks; fine;
censure; suspension or bar from being associated with any member or member organization; or any other
fitting sanction. In any proceeding under this Rule, any sanction imposed may be remitted or reduced by the
Hearing Panel on such terms and conditions as it deems fair and equitable.

* * *

D. Exhibit D

Member or Member Organization

Subject Company As of Date

SUMMARY FINANCIAL STATEMENT FOR ENTITIES CONDUCTING A SECURITIES OR KINDRED
BUSINESS

NYSE rules require every member or member organization to furnish a financial statement for each person
subject to Rules 321 and 322. This form is to be filed only by a person who falls within the statutory definition
of the terms “broker” or “dealer” (set forth in sections 3(a)(4) or 3(a)(5) under the Securities Exchange Act of
1934) and who is not required to be registered as such with the U.S. Securities and Exchange Commission.
A completed Form is to accompany the Rule 321 application, the initial notice required by Rule 322.10 and
thereafter as may be required by the Exchange.

                                    ASSETS

1.    Cash, immediately withdrawable deposits in banks                    $

2.    Cash, restricted by government regulation or other legal covenant

3.    Due from brokers or dealers and clearing organizations

4.    Secured receivables from customers

5.    Securities borrowed

6.    Securities and commodities owned, at market values

7.    Securities purchased under agreements to re sell
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8.    Investments in and receivables from subsidiaries

9.    All other assets

10.   TOTAL ASSETS                                                        $

                          LIABILITIES AND OTHER ASSETS

11.   Bank loans and other borrowing                                      $

12.   Securities sold under repurchase agreements

13.   Owed to brokers or dealers and clearing organizations

14.   Payable to customers

15.   Securities loaned

16.   Securities sold not yet purchased, at market value

17.   Payable to affiliates

18.   Other liabilities

19.   Liabilities subordinated to claims of general creditors

20.   TOTAL LIABILITIES                                                   $

                                OWNERSHIP EQUITY

21.   Sole proprietorship                                                 $

22.   Partnership - (including limited partners $ )
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23.   Corporation:

      A. Preferred stock

      B. Common stock

      C. Additional paid in capital

      D. Retained earnings

      E. TOTAL (Sum of A through E)                                       $

      F. Less capital stock in treasury                                   $

24.   Total ownership equity (23E minus 23F)                              $

25.   TOTAL LIABILITIES AND OWNERSHIP EQUITY (Line 20 plus 21, 22, or

      24)                                                                 $

                               COMPUTATION OF NET CAPITAL

1. Total ownership equity (From line 21,22 or 24 of Summary Financial

    Statement                                                                            
          $

2. Deduct: Ownership equity not allowable for net capital

3. Total ownership equity qualified for net capital                                      
          $

4. Add:
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      A. Liabilities subordinated to claims of general creditors allowable in

          computation of net capital                                                     
          $

      B. Other (deductions) or allowable credits (List)

5. Total capital and allowable subordinated liabilities. (Line 3 combined with

    4. A and B)                                                                          
          $

6.Deductions and/or charges (Rule 15c3-1(c)(2))1:

      A.Total non-allowable assets included in Summary Financial Condition               
      $

         (iv)

1.Additional charges for customers'

and non-customers' security accounts (xii)

2.Additional charges for customers' and non-customers' commodity accounts

   (APP. B)

      B. Aged fail-to-deliver (ix)

      C. Aged short security differences-less reserve (v)

      D. Secured demand note deficiency (APP. D)

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

993

http://researchhelp.cch.com/License_Agreement.htm


      E. Commodity futures contracts and spot commodities - proprietary

          capital charges (APP. B)

      F. Other deductions and/or charges

      G. Total deductions and/or charges (Sum of line 6A through F)

7.Net Capital before haircuts on securities positions (line 5 minus line 6G plus

   line 7)                                                                               
          $

8.Haircuts on securities: (computed pursuant to 

SEA Rule 15c31(c)(2)(vi),

(vii),

(viii),

(x)and

   App. A)

      A. Contractual securities commitments                                              
      $

      B. Trading and investment securities:

1.Bankers' acceptances, certificates
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of deposit and commercial paper

2.U.S. and Canadian government obligations

3.State and municipal government obligations

4.Corporate obligations

5.Stocks and warrants

6.Options

7.Arbitrage

8.Other securities

C. Undue concentration

D. Other (list)

9.Total haircuts (Sum of lines 8A through D)                                             
          $

10.Net Capital (Line 7 minus line 9)                                                     
          $

E. Exhibit E

Member or Member Organization ________________________________________________________

Subject Company ____________________ As of Date ______________________________________

NON SECURITIES OR KINDRED BUSINESS - SUMMARY FINANCIAL STATEMENT

A. PART A

This Form is to be utilized as a financial report for a person subject to NYSE Rule 322 which is not registered
as a “broker” or “dealer” as those terms are defined at Sections 3(a)(4) and 3(a)(5) of the Securities
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Exchange Act of 1934. A completed Form is to accompany the initial notice required by Rule 322.10 and
thereafter as may be required by the Exchange.

                                              ASSETS

1.Total of immediately withdrawable cash on deposit in banks               $

2.Market value of beneficially owned securities

3.Receivables from:

a) Parent

b) Affiliates/subsidiaries

c) All other receivables (not included in lines a or b above)

4. All other assets (not included under lines 1, 2, or 3 above)

5.TOTAL ASSETS (Sum of lines 1 through 4)                                  $

                             LIABILITIES AND OTHER ASSETS

6.Market value of securities sold short, not yet purchased                 $

7. Accounts payable to:

a) Parent

b) Affiliates/subsidiaries\*/

8. All other liabilities (not included in lines 6 or 7 above)
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9. TOTAL LIABILITIES (Sum of lines 6 through 8)                            $

                                          OWNERSHIP EQUITY

10. Partnership or other similar entity (other than a broker or dealer):

a) Member organization's interest                                          $

b) Other general or limited partnership interests:                         $

11. TOTAL PARTNERSHIP EQUITY (Sum of lines 10, a and b above)              $

12.Corporation:

a) Member organization's equity                                            $

b) All other equity interests

13. TOTAL OWNERSHIP EQUITY (Sum of lines 12. a and b)                      $

14. LIABILITIES AND OWNERSHIP EQUITY (Sum of line 9 and 11 or 13)          $

15. NET INCOME OR (LOSS) BEFORE FEDERAL INCOME TAXES                       $

\*/The term “affiliates/subsidiaries” collectively refers to any person controlled by or
 under

common control with the 

Rule 322 Person.

PART B

Flow Through Computation
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Appendix C of SEA Rule 15c3-1 allows, in certain circumstances, for flow-through capital benefits to be
derived from ownership interests in any entity majority owned and controlled by registered brokers or dealers.

                               Description                                     Debit   
 Credit

A. Total ownership equity Line (11 or 13 from PART A)                                  $

B. Securities deductions (applicable to line 2 of PART A)                     $

C. Non-allowable receivables (applicable to lines 3 a, b and c of PART A)

D. All other assets (line 4 of PART A)

E. Haircuts applicable to short positions reported on line 6 of PART A

F. Enter total debits (Sum of B, C, D and E)                                  $        $

G. Net capital or (Deficit) Net capital (Deduct total debits from ownership            $

equity)

H. Available net capital                                                      $        $

I. Flow through amount (line 10a/line 11 or line l2a/line 13) × (Line H)               $

Instructions

1. Line:

B. Enter as a debit the market value of all securities which are not readily marketable plus all SEA Rule
15c3-1 haircuts or other deductions applicable to the remaining securities. Haircuts applicable to open
contractual commitments (SEA Rule 15c3-1(c)(2)(viii)) should also be included on this line.

C. Enter as a debit the sum of lines 3 a, b and c reduced by amounts that would be allowed for net capital if
computed under SEA Rule 15c3-1. Amounts not deducted must be separately explained.

D. The entire amount is deductible but may be reduced for individual assets which have been approved by
the Exchange as allowable.

E. Rule 15c3-1 haircuts applicable to short positions are included as a debit item.
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G. An excess of debits over credits is deficit net capital. If the broker-dealer is a guarantor of the affiliate/
subsidiary, this amount must be deducted in computing the broker-dealer's net capital. No deduction is
required if the broker-dealer is not a guarantor of the affiliate/subsidiary. The computation ends here and
there is no flow-through benefit.

H. Enter the amount of net capital (credit balance on line G) of the affiliate/subsidiary which exceeds the
greater of any limitation or early warning levels imposed by regulatory authority or legal covenant. This
includes such covenants imposed by capital maintenance agreements with creditors, insurers, rating
agencies, bond or common and preferred stockholders.

I. Determine parent broker-dealer's equity interest in the net capital.

FLOW THROUGH CAPITAL COMPUTATION

Appendix C of SEA Rule 15c3-1 allows, in certain circumstances, for flow-through capital benefits to be
derived from ownership interests in any entity majority owned and controlled by registered brokers or dealers.

A. Net Capital or (Deficit) (Line 10 from Net Capital Computation)   $

B. Deduct required net capital (See instruction)

C. Unrestricted net capital (A minus B)

D. Deduct (pro rata) minority interests

E. Flow through amount (line C minus D)                              $

INSTRUCTIONS

Complete the Assets, Liabilities and Ownerships Equity Statement.

Compute net capital (Page 2) of the Rule 322 entity in accordance with SEA Rule 15c3-1

LINE

1. This is from line 21, 22 or 24, as appropriate, from the summary financial statement.

2. Deduct assets included in equity which do not qualify for net capital under the rule. Usually these are
capital contributions where full ownership and risk has not fully passed to the broker dealer entity.

4. Include only subordinated liabilities which are in compliance with the conditions of SEA Rule 15c3-1d nd
include subordination to the creditors of the reporting broker-dealer.

6. Deduct all assets included in the summary statement which are required to be deducted under paragraphs
(c)(2)(iv), (v) and (xii) of SEA Rule 15c3-1.

Compute Flow Through Capital Computation (if applicable)

LINE

A. Enter net capital or deficit from line 10 of the computation on page 2
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An excess of debits over credits is deficit net capital. If the member broker-dealer is a guarantor of the
affiliate/subsidiary broker-dealer, this amount must be deducted in computing the guarantor's net capital. No
deduction is required if the parent is not guarantor of the affiliate/subsidiary. The computation ends here.

B. The required net capital is the greater of any limitation or early warning levels of required minimum
capital imposed by regulatory requirement or legal covenant. This includes such covenants imposed by
capital maintenance agreements with creditors, insurers, rating agencies, bond or common and preferred
stockholders.

D. Deduct on a pro rata basis as appropriate: limited partners interests, subordinations under agreements
which do not also include subordination to creditors of the member broker or dealer, minority stock holders
and other capital interests which cannot directly pass to the member organization.

E. This is the available net capital which may flow through to the parent broker-dealer.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

*  See Rule 2 (excluding paragraph (iii) thereof) which defines "control", in pertinent part, as the power to
direct or cause direction of the management or policies of a person. There is a presumption of control
where a person (i) has the right to vote 25% or more of the voting securities, or (ii) is entitled to 25% or
more of the net profits.

**  See Rules 10 and 345
***  Rule 2 defines securities or kindred business as transacting business generally as a broker or dealer

in securities, including but not limited to, servicing customer accounts or introducing them to another
person.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 93-51

Click to open document in a browser

December 8, 1993

  

Market Surveillance

 TO: All Members and Member Organizations

SUBJECT: Last Trade Date for “Regular Way” Settlement in 1993

The last day on which “regular way” transactions may be made for settlement this calendar year in stocks and
bonds, other than U.S. Government obligations, is Thursday, December 23rd.

Beginning December 27, 1993 until December 31, 1993, orders in stocks for accounts which are willing to
effect transactions on a “cash”, “next day” or “seller's option” basis should be so indicated. This policy relieves
the specialist from the responsibility of checking orders indicated solely “regular way” to ascertain whether
they are willing to participate on a “nonregular way” basis during that period.

A Floor Official's approval is not required from December 27-31, 1993 for “nonregular way” trades, if the
execution price is no greater than one-quarter of a point away from the “regular way” bid or offer.

Inquiries with respect to this memorandum should be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
Daniel Saporito at (212) 656-5097.

Robert J. McSweeney

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 93-52

Click to open document in a browser

December 8, 1993

  

Market Surveillance

 TO: Members and Member Organizations

SUBJECT: Tax Switching Transactions

The following is a reminder to members and member organizations that riskless tax switching trades are
prohibited. Please note that this prohibition applies with equal force at openings and to bond transactions.

* * *

Transactions effected as described below are not permitted on the Floor of the Exchange and if discovered
will result in appropriate disciplinary action by the Exchange:

An Exchange member (“member A”), desiring to effect a tax switch of 1,000 shares of XYZ, approaches the
XYZ specialist and informs him of his wish to effect the tax switch at approximately the price of the current bid
or the current offer for XYZ. For purposes of this hypothetical example, assume that the current market for
XYZ is 35 3/8 bid for 2,000 shares and 35 5/8 asked for 1,500 shares, both representing limit orders entered
on the XYZ specialist's book. The XYZ specialist agrees to handle member A's purchase and sale tax switch
orders as agent, undertaking to execute those orders against market orders or other orders seeking execution
at the current bid or ask prices. Assume that another member (“member B”) subsequently approaches the
XYZ specialist with an order to sell (assuming for the sake of simplicity an order to sell 1,000 shares of XYZ at
the market), and is willing to effect the sale at the current bid of 35 3/8. The specialist then effects member B's
sale at that price, informing member B, for clearing purposes, that he has sold to member A.

Simultaneously, the specialist effects, as agent, a second trade of 1,000 shares of XYZ for member A with
the order or orders on his book, giving up, for clearing purposes, member as the seller and, as the buyer or
buyers, the broker or brokers whose orders he represents; in terms of time priority of their receipt, the first

1,000 shares on his book at the bid price of 35 3/8. 1 

Only one of the two 1,000-share transactions in XYZ would be reported for inclusion in the consolidated
transactions reporting system.

The Exchange has concluded that transactions effected in the foregoing manner are not consistent with
Exchange Rule 78, which prohibits pre-arranged trades, and should not take place.

* * *

No problems would seem to arise under Exchange Rules and procedures if the switching transaction
was effected at the risk of the market. Such would be the case if the transaction was not pre-arranged
or guaranteed in any fashion. There should be two independent transactions - a purchase and sale, or
vice versa, but the price of each should be independently established. At the time of the first transaction
there should be no guarantee or assurance of the price of the second. The period of time between the two
transactions would not of itself determine whether or not the switching had been effected at the risk of the
market. Similarly, the entry of buy and sell orders to switch positions between accounts having the same
beneficial ownership, absent instructions not to cross those orders with each other, may result in a “wash”
transaction, which is prohibited. Further, the sending of a buy and sell order for the same beneficial owner
through the Opening Automated Report System (OARS) to effect a tax switch transaction on the opening, or
through our Designated Order Turnaround System (DOT) to effect a tax switch transaction at the close is not

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

1002

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P93-52%2909013e2c855b30fa?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE78/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


permissible. Any use of either system, or either Crossing Session, to effect the above described riskless or
“wash” transaction is prohibited.

It should be noted, that the purpose of this memorandum is to clarify Exchange rules and procedures only.
It is not to be construed as describing the tax consequences of any transaction under the Internal Revenue
Code or state law. Contact your tax adviser for the appropriate advice.

Questions regarding this matter should be directed to Mr. Arthur Harris at (212) 656-6884 or Mr. Daniel
Saporito at (212) 656-5097.

Robert J. McSweeney

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Had the first independent order to arrive at the post been a market order to buy rather than an order to
sell, the tax switch would have been effected at the offer price.
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November 23, 1993

  

Market Surveillance

 TO: Members and Member Organizations

SUBJECT: Rescission of Securities and Exchange Commission Rule 10b-2 under the Securities Exchange
Act of 1934 and Rescission of Exchange Rules 391 and 392

The SEC recently rescinded Rule 10b-2 promulgated under the Securities Exchange Act of 1934. Rule 10b-2
was adopted in 1937 as part of a comprehensive package of anti-fraud provisions. Its purpose was to prevent
persons participating in the distribution of a security from stimulating the purchase of such a security on
an exchange by paying compensation to any person for soliciting such purchases. The SEC believed that
the significant changes that have taken place in the securities markets since Rule 10b-2's adoption and the
coverage of other antifraud provisions of the federal securities laws made it appropriate to the rescind the
rule.

On August 31, 1993, the SEC approved the rescission of Exchange Rules 391 and 392. Exchange Rules 391
and 392 were adopted in response to SEC Rule 10b-2. The SEC's rescission of Rule 10b-2 rendered these
rules obsolete. Furthermore, neither rule has been utilized in the past ten years.

Please note that Exchange Rule 393, which governs Secondary Distributions, remains in effect.

Questions concerning this memorandum may be directed to Donald Siemer (212) 656-7086 or Margo Hassan
(212) 656-2282.

Robert J. McSweeney

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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November 16, 1993

  

Market Surveillance

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Revised MidCap Index Expiration Friday Stock List for November 19, 1993

Attached is a revised MidCap Index Expiration Friday stock list for November 19, 1993. This list supercedes
the list attached to Information Memo 93-48, dated November 12, 1993.

Robert J. McSweeney

Senior Vice President

                                  

Attachment

          

1. MidCap Index Expiration Friday Stocks - November 19, 1993

   BK            Bank of New York Company, Inc.

   BR            Burlington Resources Inc.

   *CU           CUC International Inc.

   BEN           Franklin Resources Inc.

   *FBS          First Bank Systems Inc.

   GME           General Motors Corp. Class E
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   IGT           International Game Technology

   MS            Morgan Stanley Group Inc.

   LUV           Southwest Airlines Company

   UNH           United Healthcare Corporation

This list contains the 10 highest weighted S&P MidCap 400 stocks. The indicated (*) stock has been added to
the list. ABX and CIR have been deleted.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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November 12, 1993

  

Market Surveillance

 RECENTLY AMENDED CLOSING PROCEDURES ARE LISTED IN THE BOX BELOW. THESE
REVISIONS ARE DETAILED IN THE CIRCULAR. OPENING PROCEDURES WILL REMAIN THE SAME.

PLEASE NOTE THAT NEW MOC PROCEDURES PROVIDE THAT MOC ORDERS IN ALL STOCKS
PERTAINING TO INDEX STRATEGIES WHICH RELATE TO EXPIRING CONTRACTS MUST BE IN BY
3:40 P.M. THERE WILL BE ONLY ONE MOC ORDER IMBALANCE NOTIFICATION. NO CANCELLATIONS
OF MOC ORDERS IN ANY STOCKS ARE PERMITTED AFTER 3:40 P.M. SEE PAGES 1 to 4 FOR
PROCEDURES

TO: All Member and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Revised Procedures for Handling Market-on-Close Orders on
November 19, 1993 (“Expiration Friday”)

1. IMPORTANT MOC PROCEDURES HAVE BEEN APPROVED BY THE SEC FOR IMPLEMENTATION ON THE
NOVEMBER 19, 1993 EXPIRATION FRIDAY. THEY PROVIDE THAT:

•AUXILIARY OPENING PROCEDURES WILL BE IN EFFECT THIS MONTH AND EVERY MONTH FOR
SELECTED MIDCAP STOCKS AS WELL AS REGULAR PILOT STOCKS.

•NO MOC ORDERS RELATED TO A STRATEGY INCLUDING ANY STOCK INDEX FUTURES, STOCK
INDEX OPTIONS OR OPTIONS ON STOCK INDEX FUTURES IN EXPIRING CONTRACTS MAY BE
ENTERED AFTER 3:40 P.M. IN ANY STOCK. FLOOR BROKERS REPRESENTING SUCH ORDERS MUST
INDICATE THEIR MOC INTEREST TO THE SPECIALIST BY 3:40 P.M.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:40 P.M. IN ANY STOCK.

•AS SOON AS PRACTICABLE, AFTER 3:40 P.M., A SINGLE PUBLICATION OF MOC ORDER
IMBALANCES OF 50,000 SHARES OR MORE WILL BE PUBLISHED IN THE PILOT STOCKS.

•AFTER 3:40 P.M. IN THE PILOT STOCKS, MOC ORDERS MAY ONLY BE ENTERED TO OFFSET
PUBLISHED IMBALANCES.

DETAILED DISCUSSION IS PROVIDED ON THE FOLLOWING PAGES.

The November 19, 1993 expiration Friday Pilot stock lists are attached. Please note that only opening
procedures apply to the Midcap-related list.

2. OPENING PROCEDURES

For each monthly expiration, several auxiliary procedures are necessary to integrate stock orders relating to
expiring contracts into NYSE's opening procedures in a manner that assures an efficient market opening in
each stock as close to 9:30 a.m. as possible. The auxiliary opening procedures applicable on November 19,
1993 are:

1. Order Entry
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Stock orders relating to index contracts whose settlement pricing is based upon the November 19, 1993
opening prices must be received by SuperDot or by the specialist by 9:00 a.m.

- These orders may be cancelled or reduced in size. 1 

- Stock orders relating to index contracts whose settlement pricing is not based upon the November 19, 1993
opening prices may be entered after 9:00 a.m.

To facilitate early order entry, SuperDot (1) will begin accepting orders at 7:30 a.m. and (2) will accept market
orders of 30,099 shares or less.

“Limit-at-the-opening” (“limit OPG”) orders are permitted, including delivery through Exchange systems.

- Ordinary limit orders may also be entered.

2. Order Identification

Stock orders relating to opening-price settling contracts must be identified “OPG.”

- Firms entering these orders through SuperDot, but unable to identify orders as “OPG”, may use a unique
branch code or firm identifier (mnemonic) to identify these orders. The NYSE Market Surveillance Division (11
Wall Street, 10th Floor) must be advised of the branch code or identifier by November 22, 1993.

- Firms unable to identify these orders in either way, and firms not using SuperDot, must submit a list of all
these orders and related details to the NYSE Market Surveillance Division by November 22, 1993.

3. Dissemination of Order Imbalances

For any of the pilot stocks and for ten selected S&P Midcap 400 Index stocks (lists attached) having a market
order imbalance of 50,000 shares or more at 9:00 .am., the NYSE will disseminate the size of the order
imbalance via the low-speed ticker and the news services as promptly as practicable after 9:00 a.m.

4. Dissemination of Indications

Except for the auxiliary procedures described above, all stocks, including the pilot stocks and selected
MidCap stocks, are subject to the regular NYSE opening procedures, including price indications where a
substantial price change is anticipated. Dissemination of an indication is mandatory for an opening which
will result in a price change constituting the lesser of 10% or three points from the prior NYSE close, or five
points if the previous close is $100 or higher, unless the price change is less than one point. Fifteen minutes
must elapse between a first indication and a stock's opening. However, when more than one indication is
necessary, a stock may open (1) five minutes after the last indication when it overlaps the prior indication
(e.g., 51 -53 overlaps 50 - 52, but does not overlap 53 - 55) and (2) ten minutes after the last indication when
it does not overlap the prior indication, provided that 15 minutes must have elapsed from the dissemination of
the first indication.

3. PROCEDURES RELATING TO THE CLOSE

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. Applicable MOC orders
are those relating to a strategy involving any stock index futures, stock index options, or options on stock
index futures, in all stocks. These procedures have been filed as a rule with the SEC.

The cut-off time is 3:40 p.m. for the entry of MOC orders that relate to a strategy including any expiring stock
index futures, stock index options or options on stock index futures. This requirement applies to all stocks
involving such a strategy, not just pilot stocks. Floor brokers representing such orders must indicate their
MOC interest to the specialist by 3:40 p.m. These closing procedures will be implemented with the November
19, 1993 expiration.

1. Order Entry and Imbalance Publication
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NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

2. Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:40 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will continue to be permitted after 3:40 p.m.

3. Special Procedures on Limitation of Entry of Orders and Publication of Imbalances in Pilot Stocks

You must, as stated above and required for all stocks, enter all MOC orders, in positions relating to a strategy
involving any expiring stock index futures, stock index options, or options on stock index futures, by 3:40 p.m.
eastern time. In addition, as described below, there are special limitations regarding the subsequent entry
of orders, and special procedures for publication of imbalances, that are applicable only to pilot stocks (see
attached lists). It should be noted that, pursuant to Rule 13, an order for execution at the close may only be
entered for execution at-the-market; “limit-at-the-close” orders re not permitted.

As soon as possible after 3:40 p.m., the Exchange will publish on the tape any imbalance of MOC orders
of 50,000 shares or more that existed at 3:40 p.m. in those pilot stocks. This will be the only MOC order
imbalance publication. If a “No Imbalance” notice is published in a pilot stock, no MOC orders will be
permitted in that stock. While MOC orders previously entered may be cancelled or reduced in size until 3:40
p.m., once a publication of an imbalance in a pilot stock has been made, any MOC orders subsequently
entered in such pilot stock will be accepted only to trade on the opposite side of the market in relation to such
published imbalance. The liquidation of positions relating to a strategy involving any stock index futures, stock
index options, or options on stock index futures using MOC orders entered after 3:40 p.m. is not permitted,
even if such orders might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:40 p.m. may not reflect the imbalance that exists at the close.

The procedures stated in this section relate only to the pilot stocks. Regular procedures, including revised
procedures for all stocks that are stated on Pages One through Four, will apply to all other listed securities.

4. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The specialist may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they may be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

5. “G” Orders
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Proprietary orders represented pursuant to Section 11 (a) (1) (G) of the Securities and Exchange Act of
1934 (i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to
any order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a) (1) (G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

80A. Rule 80A

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on the last trade date prior to each month's expiration.

6. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a) (2) of the Securiti es
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
David Leibowitz at (212) 656-4588.

Robert J. McSweeney

Senior Vice President

                                  

Attachments

             

4. Expiration Friday Pilot Stocks - November 19, 1993

   ABT          ABBOTT LABORATORIES
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   AXP          AMERICAN EXPRESS COMPANY

   AHP          AMERICAN HOME PRODUCTS CORPORATION

   AIG          AMERICAN INTERNATIONAL CGROUP INC.

   T            AMERICAN TELEPHONE AND TELEGRAPH

   AIT          AMERITECH CORP.

   AN           AMOCO CORPORATION

   ARC          ATLANTIC RICHFIELD COMPANY

   BAC          BANKAMERICA CORPORATION

   BEL          BELL ATLANTIC CORPORATION

   BLS          BELLSOUTH CORPORATION

   BMY          BRISTOL MYERS SQUIBB COMPANY

   CHV          CHEVRON CORPORATION

   C            CHRYSLER CORP.

   KO           COCA-COLA COMPANY

   DOW          DOW CHEMICAL COMPANY

   DD           DU PONT COMPANY
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   EK           EASTMAN KODAK COMPANY

   *LLY         ELI LILLY AND COMPANY

   XON          EXXON CORPORATION

   FNM          FEDERAL NATIONAL MORTGAGE ASSOCIATION

   F            FORD MOTOR COMPANY

   GE           GENERAL ELECTRIC COMPANY

   GM           GENERAL MOTORS CORPORATION

   GTE          GTE CORPORATION

   HWP          HEWLETT-PACKARD COMPANY

   HD           HOME DEPOT INC.

   IBM          INTERNATIONAL BUSINESS MACHINES CORP.

   IP           INTERNATIONAL PAPER COMPANY

   JNJ          JOHNSON AND JOHNSON

   MCD          MCDONALDS CORPORATION

   MRK          MERCK AND COMPANY INC.

   MMM          MINNESOTA MINING AND MANUFACTURING
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   MOB          MOBIL CORPORATION

   MOT          MOTOROLA INC.

   NYN          NYNEX CORPORATION

   PCG          PACIFIC GAS & ELECTRIC CO.

   PAC          PACIFIC TELESIS GROUP

   PEP          PEPSICO INC.

   PFE          PFIZER INC.

   MO           PHILIP MORRIS COS. INC.

   PG           PROCTER AND GAMBLE COMPANY

   RD           ROYAL DUTCH PETROLEUM COMPANY

   S            SEARS ROEBUCK COMPANY

   SBC          SOUTHWESTERN BELL CORPORATION

   TX           TEXACO INC.

   TWX          TIME WARNER INC.

   UN           UNILEVER N.V. ORD SHARES

   USW          U.S. WEST INC.
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   WMT          WAL-MART STORES INC.

   DIS          WALT DISNEY COMPANY

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of November 5,
1993 and the 20 Major Market Index stocks. The indicated (*) stock has been added to the list. SLB has been
deleted.

          

5. MidCap Index Expiration Friday Stocks - November 19, 1993

   ABX          American Barrick Resources Corporation

   BK           Bank of New York Company, Inc.

   BR           Burlington Resources Inc.

   *CU          CUC International Inc.

   BEN          Franklin Resources Inc.

   GME          General Motors Corp. Class E

   IGT          International Game Technology

   MS           Morgan Stanley Group Inc.

   LUV          Southwest Airlines Company

   UNH          United Healthcare Corporation

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of November
5, 1993. The indicated (*) stock has been added to the list. CIR has been deleted.

                      6. MEMORANDUM
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   Date:       November 11, 1993

   To:         All Floor Members

   From:       Floor Official Education

   Subject:    

Frequently Asked Questions About “Expiration Friday”

               

Market-on-Close (MOC) Orders

1. MOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?

1A. General prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

2A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

   1. Example #1   200,000 buy MOC

                    50,000 sell MOC

                    50,000 sell plus MOC

                    25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

   2. Example #2   100,000 sell MOC
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                    50,000 buy MOC

                    25,000 buy minus MOC

                    25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000−B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

3Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4-1/2 - last sale 20 3/8

3A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus or sell
short order would go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the
other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus or
sell short order would go ahead of the 20 1/2 limit sell orders on the book because it should be treated like a
market order. Similarly, a market-on-close buy minus order would be treated as a limit order if the last sale
was on a “plus” or “zero plus”, going behind any buy orders limited at 20 1/4. If the last sale was on a “minus”
or “zero minus” tick, the market-on-close buy minus order would be treated as a market order and executed
ahead of 20 1/4 limit buy orders on the book.

4Q. Are limit at-the-close or MOC “short” at-the-close orders permitted?

4A. Limit at-the-close orders, where a specific price is indicated, are not allowed. Firms may enter “short”
MOC orders.

5Q. Should brokers in the Crowd give the specialist their orders prior to the final bell? How should
they be handled by the specialist?

5A. Yes. In the pilot stocks, any brokers in the Crowd handling orders relating to strategies should give their
orders to the specialist by 3:40 p.m., to allow the specialist to arrange a closing price. Such orders should be
handled like “love” orders on the opening.

6Q. Can MOC orders be entered in the pilot stocks if a “No Imbalance” notice is published at 3:40
p.m.?

6A. No MOC orders may be entered if “No Imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Footnotes

1  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

1016

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE410/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 93-47

Click to open document in a browser

October 22, 1993

  

Market Surveillance

 TO: Members and Member Organizations

SUBJECT: Trading Halts in Related Securities

The Securities and Exchange Commission has approved a revision to the message to be disseminated over
the Consolidated Tape during a regulatory halt in trading when the halt has been called due to conditions in a
related security.

For example, when a call is made for redemption of a security, usually a convertible preferred stock or
convertible debt security, it may result in forced conversions into the related common stock, which could have
significant dilutive effect on that common stock. In such situations in the past, the message disseminated over
the Consolidated Tape has been “new pending”. This can have the effect, however, of causing investors to
speculate that the news may be broader in scope and significance and can cause volatility in that security or
in other securities in the same industry.

The Exchange will now enhance the message disseminated in these situations to indicate that the halt is due
to conditions in a related security.

The revised message does not create a new halt condition, but rather expands the information available
during a trading ha lt.

Questions concerning this Information Memo may be addressed to Edward O'Brien at 212-656-5104 or to
Donald Siemer at 212-656-6940.

Robert J. McSweeney

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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October 8, 1993

  

Market Surveillance

 RECENTLY AMENDED CLOSING PROCEDURES ARE LISTED IN THE BOX BELOW. THESE
REVISIONS ARE DETAILED IN THE CIRCULAR. OPENING PROCEDURES WILL REMAIN THE SAME.

PLEASE NOTE THAT NEW MOC PROCEDURES PROVIDE THAT MOC ORDERS IN ALL STOCKS
PERTAINING TO INDEX STRATEGIES WHICH RELATE TO EXPIRING CONTRACTS MUST BE IN BY
3:40 P.M. THERE WILL BE ONLY ONE MOC ORDER IMBALANCE NOTIFICATION. NO CANCELLATIONS
OF MOC ORDERS IN ANY STOCKS ARE PERMITTED AFTER 3:40 P.M. SEE PAGES 1 to 4 FOR
PROCEDURES.

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Revised Procedures for Handling Market-on-Close Orders on
October 15, 1993 (“Expiration Friday”)

1. NEW MOC PROCEDURES HAVE BEEN APPROVED BY THE SEC FOR IMPLEMENTATION ON THE OCTOBER
15, 1993 EXPIRATION FRIDAY. THEY PROVIDE THAT:

•NO MOC ORDERS RELATED TO A STRATEGY INCLUDING ANY STOCK INDEX FUTURES, STOCK
INDEX OPTIONS OR OPTIONS ON STOCK INDEX FUTURES IN EXPIRING CONTRACTS MAY BE
ENTERED AFTER 3:40 P.M. IN ANY STOCK. FLOOR BROKERS REPRESENTING SUCH ORDERS MUST
INDICATE THEIR MOC INTEREST TO THE SPECIALIST BY 3:40 P.M.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:40 P.M. IN ANY STOCK.

•AS SOON AS PRACTICABLE, AFTER 3:40 P.M., A SINGLE PUBLICATION OF MOC ORDER
IMBALANCES OF 50,000 SHARES OR MORE WILL BE PUBLISHED IN THE PILOT STOCKS.

•AFTER 3:40 P.M. IN THE PILOT STOCKS, MOC ORDERS MAY ONLY BE ENTERED TO OFFSET
PUBLISHED IMBALANCES.

2. AUXILIARY OPENING PROCEDURES WILL REMAIN IN EFFECT THIS MONTH.

The October 15, 1993 expiration Friday Pilot stock lists are attached. Please note that only opening
procedures apply to the Midcap-related list.

3. PROCEDURES RELATING TO THE CLOSE

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. Applicable MOC orders
are those relating to a strategy involving any stock index futures, stock index options, or options on stock
index futures, in all stocks. These procedures have been filed as a rule with the SEC.

The cut-off time is 3:40 p.m. for the entry of MOC orders that relate to a strategy including any expiring stock
index futures, stock index options or options on stock index futures. This requirement applies to all stocks
involving such a strategy, not just pilot stocks. Floor brokers representing such orders must indicate their
MOC interest to the specialist by 3:40 p.m. These closing procedures will be implemented with the October
15, 1993 expiration.
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1. Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

2. Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:40 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will continue to be permitted after 3:40 p.m.

3. Special Procedures on Limitation of Entry of Orders and Publication of Imbalances in Pilot Stocks

You must, as stated above and required for all stocks, enter all MOC orders, in positions relating to a strategy
involving any expiring stock index futures, stock index options, or options on stock index futures, by 3:40 p.m.
eastern time. In addition, as described below, there are special limitations regarding the subsequent entry
of orde rs, and special procedures for publication of imbalances, that are applicable only to pilot stocks (see
attached lists). It should be noted that, pursuant to Rule 13, an order for execution at the close may only be
entered for execution at-the-market; “limit-at-the-close” orders are not permitted.

As soon as possible after 3:40 p.m., the Exchange will publish on the tape any imbalance of MOC orders
of 50,000 shares or more that existed at 3:40 p.m. in those pilot stocks. This will be the only MOC order
imbalance publication. If a “No Imbalance” notice is published in a pilot stock, no MOC orders will be
permitted in that stock. While MOC orders previously entered may be cancelled or reduced in size until 3:40
p.m., once a publication of an imbalance in a pilot stock has been made, any MOC orders subsequently
entered in such pilot stock will be accepted only to trade on the opposite side of the market in relation to such
published imbalance. The liquidation of positions relating to a strategy involving any stock index futures, stock
index options, or options on stock index futures using MOC orders entered after 3:40 p.m. is not permitted,
even if such orders might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:40 p.m. may not reflect the imbalance that exists at the close.

The procedures stated in this section relate only to the pilot stocks. Regular procedures, including revised
procedures for all stocks that are stated on Pages One and Two, will apply to all other listed securities.

4. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The specialist may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they may be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”
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5. “G” Orders

Proprietary orders represented pursuant to Section II(a) (1) (G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section II(a) (1) (G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

80A. Rule 80A

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on the last trade date prior to each month's expiration.

6. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9 (a) (2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
David Leibowitz at (212) 656-4588.

Robert J. McSweeney

Senior Vice President

                              

Attachments

          

4. Expiration Friday Pilot Stocks - October 15, 1993

   ABT      ABBOTT LABORATORIES
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   AXP      AMERICAN EXPRESS COMPANY

   AHP      AMERICAN HOME PRODUCTS CORPORATION

   AIG      AMERICAN INTERNATIONAL GROUP INC.

   T        AMERICAN TELEPHONE AND TELEGRAPH

   AIT      AMERITECH CORP.

   AN       AMOCO CORPORATION

   ARC      ATLANTIC RICHFIELD COMPANY

   BAC      BANKAMERICA CORPORATION

   BEL      BELL ATLANTIC CORPORATION

   BLS      BELLSOUTH CORPORATION

   BMY      BRISTOL MYERS SQUIBB COMPANY

   CHV      CHEVRON CORPORATION

   C        CHRYSLER CORP.

   KO       COCA-COLA COMPANY

   DOW      DOW CHEMICAL COMPANY

   DD       DU PONT COMPANY
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   EK       EASTMAN KODAK COMPANY

   XON      EXXON CORPORATION

   FNM      FEDERAL NATIONAL MORTGAGE ASSOCIATION

   F        FORD MOTOR COMPANY

   GE       GENERAL ELECTRIC COMPANY

   GM       GENERAL MOTORS CORPORATION

   GTE      GTE CORPORATION

   HWP      HEWLETT-PACKARD COMPANY

   HD       HOME DEPOT INC.

   IBM      INTERNATIONAL BUSINESS MACHINES CORP.

   IP       INTERNATIONAL PAPER COMPANY

   JNJ      JOHNSON AND JOHNSON

   MCD      MCDONALDS CORPORATION

   MRK      MERCK AND COMPANY INC.

   MMM      MINNESOTA MINING AND MANUFACTURING

   MOB      MOBIL CORPORATION
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   MOT      MOTOROLA INC.

   NYN      NYNEX CORPORATION

   PCG      PACIFIC GAS & ELECTRIC CO.

   PAC      PACIFIC TELESIS GROUP

   PEP      PEPSICO INC.

   PFE      PFIZER INC.

   MO       PHILIP MORRIS COS. INC.

   PG       PROCTER AND GAMBLE COMPANY

   RD       ROYAL DUTCH PETROLEUM COMPANY

   SLB      SCHLUMBERGER LTD.

   S        SEARS ROEBUCK COMPANY

   SBC      SOUTHWESTERN BELL CORPORATION

   TX       TEXACO INC.

   TWX      TIME WARNER INC.

   UN       UNILEVER N.V. ORD SHARES

   USW      U.S. WEST INC.
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   WMT      WAL-MART STORES INC.

   DIS      WALT DISNEY COMPANY

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of October 1, 1993
and the 20 Major Market Index stocks.

          

5. Midcap Index Expiration Friday Stocks - October 15, 1993

   ABX      American Barrick Resources Corporation

   BK       Bank of New York Company, Inc.

   BR       Burlington Resources Inc.

   *CIR     Circus Circus Enterprises Inc.

   *BEN     Franklin Resources Inc.

   GME      General Motors Corp. Class E

   IGT      International Game Technology

   MS       Morgan Stanley Group Inc.

   LUV      Southwest Airlines Company

   UNH      United Healthcare Corporation

This list contains the 10 highest weighted S&P Midcap 400 stocks based on market values as of October 1,
1993. The indicated (*) stocks have been added to the list. KEY and WB have been deleted.

6. MEMORANDUM

Date: October 11, 1993
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To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) Orders

1. MOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance:

2A. When calculating the MOC imbalance, buy “minus” sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

   1. Example #1   200,000 buy MOC

                    50,000 sell MOC

                    50,000 sell plus MOC

                    25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

   2. Example #2   100,000 sell MOC

                    50,000 buy MOC

                    25,000 buy minus MOC

                    25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000−B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

3Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 l/4-l/2 - last sale 20 3/8
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3A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus or sell
short order would go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the
other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus or
sell short order would go ahead of the 20 1/2 limit sell orders on the book because it should be treated like a
market order. Similarly, a market-on-close buy minus order would be treated as a limit order if the last sale
was on a “plus” or “zero plus”, going behind any buy orders limited at 20 l/4. If the last sale was on a “minus”
or “zero minus” tick, the market-on-close buy minus order would be treated as a market order and executed
ahead of 20 1/4 limit buy orders on the book.

4Q. Are limit at-the-close or MOC “short” at-the-close orders permitted?

4A. Limit at-the-close orders, where a specific price is indicated, are not allowed. Firms may enter “short”
MOC orders.

5Q. Should brokers in the Crowd give the specialist their orders prior to the final bell? How should
they be handled by the specialist?

5A. Yes. In the pilot stocks, any brokers in the Crowd handling orders relating to strategies should give their
orders to the specialist by 3:40 p.m., to allow the specialist to arrange a closing price. Such orders should be
handled like “love” orders on the opening.

6Q. Can MOC orders be entered in the pilot stocks if a “No Imbalance” notice is published at 3:40
p.m.?

6A. No MOC orders may be entered if a “No Imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
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October 1, 1993

  

Member Firm Regulation

 PLEASE ROUTE TO FINANCIAL AND OPERATIONS OFFICERS/PARTNERS AND COMPLIANCE AND
MARGIN DEPARTMENTS

TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: SEA RULE 17a-5 - FOCUS AND AUDITED FINANCIAL STATEMENT EXTENSION REQUESTS
AND CHANGES IN “AS OF” DATES

The SEC recently amended Rule 17a-5 to require a broker-dealer that is unable to file a FOCUS or an
audited financial statement within the required time periods to apply to its Designated Examining Authority
(“DEA”) for an extension of time (SEC Release No. 34-32800). The amendment to Rule 17a-5, which will
become effective October 1, 1993, provides that the DEA has primary responsibility to grant or deny requests
for extensions of time to file monthly and/or quarterly FOCUS reports and audited financial statements, and to
approve or deny changes in “as of” dates of audited financial statements.

Members and member organizations for which the Exchange is DEA should use the procedures outlined
below when requesting extensions and changes in “as of” dates. Member and member organizations for
which the Exchange is not the DEA should submit such requests to their respective DEA and supply a copy of
all such requests to the Exchange.

1. FOCUS REPORT

Members and member organizations requesting an extension for a FOCUS report should notify their
Coordinator by telephone and follow-up with a written request to the Exchange signed by the Chief Financial
Officer (“CFO”) or, in the event the CFO is unable to sign, another senior officer or partner. An extension
request should be made at least three (3) business days prior to the FOCUS due date. The written request
should provide the following information:

1. the amount of time requested on the extension;

2. the specific reason(s) the extension is being requested and details on the steps being taken to resolve any
problems which led to the request. FOCUS report extensions as of the annual audit date will not be granted
unless extreme hardship can be demonstrated;

3. a statement that the books and records are current, that the organization is in compliance with Rules
15c3-1 and 15c3-3 under the 1934 Act and Commodities Futures Trading Commission (“CFTC”) Regulations
1.20 and 30.7, and that there are no operational problems at the organization;

4. a pro-forma capital position that includes net worth, net capital, excess net capital, aggregate debit items/
aggregate indebtedness, current month's net profit or loss and NYSE Rule 326 capital percentage/ratio; and

5. we will not accept any extension request submitted after the due date.

2. AUDITED ANNUAL FINANCIAL STATEMENTS

Members and member organizations requesting an extension for an audited financial statement should notify
their Coordinator by telephone and follow-up with a written request to the Exchange signed by the CFO and
stating the specific reason(s) the extension is being requested. The written request should include a letter
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from the outside independent auditors in which the auditors represent that the organization is in compliance
with Rules 15c3-1 and 15c3-3 under the Act and CFTC Regulations 1.20 and 30.7; that an unqualified opinion
is expected to be issued; and, that no material inadequacies or books and records problems exist. A request
for an extension should be made at least ten (10) business days prior to the report's due date.

3. “AS OF” DATE CHANGES

Members and member organizations requesting changes in the “as of” date of their audited financial
statement should notify their Coordinator by telephone and follow-up with a written request, signed by the
CFO, which provides a detailed explanation of the reason(s) for the date change. A request for an “as of” date
change should be made at least ninety (90) calendar days prior to the existing “as of” date.

4. FAILURE TO FILE ON A TIMELY BASIS OR TO REQUEST EXTENSIONS OF TIME

Failure to file FOCUS and audited financial statements on a timely basis or to request and receive extensions
of time for filing such reports may result in the imposition of late fees under Exchange Rule 416 or 418 or
other regulatory or disciplinary action. Rule 416(b) provides that a late fee of $100 per day may be imposed
by the Exchange for each day that a required report is not filed in the prescribed time. Exchange Rule 418.12
provides for a fee of $200 for each day of delayed filing of an audited financial and operational report as
required by the rule. Members and member organizations will be responsible for notifying other appropriate
regulatory authorities of requests for extensions and/or changes in “as of” dates.

The requirement to submit extension requests and “as of” date change requests to your DEA and to follow the
above procedures when such requests are made to the Exchange, will apply to all such requests made on or
after October 1, 1993.

Any questions concerning this memo should be directed to your Coordinator.

Salvatore Pallante

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Member Firm Regulation

 PLEASE ROUTE TO FINANCIAL AND OPERATIONS OFFICER/PARTNER AND COMPLIANCE AND
MARGIN DEPARTMENTS

TO: MEMBERS, MEMBER ORGANIZATIONS AND HANDBOOK SUBSCRIBERS

SUBJECT: AMENDMENTS TO SEA RULE 17a-11 REPORTING REQUIREMENTS

1. The Securities and Exchange Commission has amended Rule 17a-11*, “Supplemental Current Financial
and Operational Reports to be Made by Certain Exchange Members, Brokers and Dealers”, under the
Securities and Exchange Act of 1934, to reduce the supplemental reporting requirements that occur when
a broker or dealer's net capital falls below certain specified levels, or in other instances that indicate the
existence of financial or operational difficulties.

The Commission has eliminated the requirement that a FOCUS report be filed within 24 hours upon
notification of a net capital deficiency, or if outstanding amounts of satisfactory subordinations exceed the
maximum allowable under the Debt-Equity Requirements of SEA Rule 15c3-1 for more than 90 days. They
have also eliminated the requirements that broker-dealers file a monthly FOCUS report for at least three
consecutive months should their net capital fall below a specified “early warning” level.

However, notification required to be given to both the Commission and the Designated Examining Authority,
(“DEA”), has not changed and has been expanded to include:

1. Net Capital Deficiency

In addition to providing notification on the day such deficiency occurs, the notice shall specify the broker or
dealer's net capital requirement and its current net capital amount. The amended rule also requires broker-
dealers that have been notified by the Commission or their DEA of a net capital deficiency, to give notice of
such deficiency even if the broker-dealer disagrees with the Commission's or DEA's determination. In those
cases, broker-dealers may specify the reason for their disagreement within the notice.

2. Net Capital Falls Below Early Warning Levels

The amended rule specifies that when a broker-dealer's net capital falls below the “early warning” levels, it
must provide notification promptly (within 24 hours) after the event triggering the notification requirement.

3. Failure to Keep Current Books and Records

Notification under this provision (d) shall be given on the day of discovery and shall specify the books and
records which have not been made or which are not current.

4. Notification Requirement

The notification requirement under paragraph (g) has also been changed to include transmission by facsimile
or telegraph. For purposes of paragraphs (d) failure to keep current books and records, and (e)(2) reporting
of material inadequacy by the independent accountant per SEA Rule 17a-5, notification may be made by
overnight delivery.
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5. Other Provision

Also paragraph (c)(5)(i) of SEA Rule 15c3-1 Appendix D has been amended to prohibit a broker-dealer from
obtaining a temporary subordinated loan if it has given notice pursuant to rule 17a-11 within the preceding 30
calendar day period.

Any questions concerning this memo should be directed to your Finance Coordinator.

Salvatore Pallante

Senior Vice President

RETAIN ALL INTERPRETATION/INFORMATION MEMOS FOR FUTURE REFERENCE
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Member Firm Regulation

 PLEASE ROUTE TO COMPLIANCE AND LEGAL DEPARTMENTS.

TO: Members and Member Organizations

ATTENTION: Managing Partners/Chief Executive Officers and Compliance Officers

SUBJECT: Compliance Official for Specialist Firm Qualification Examination (Series 14A)

1. Amendments to Exchange Rule 342 (Offices - Approval, Supervision and Control) adopted in May, 1988,
instituted a qualification requirement for compliance officials, intended to ensure that individuals designated
as having overall day-to-day compliance responsibilities for their respective firms, or who directly supervise
10 or more persons engaged in compliance activity have the knowledge, skills and abilities necessary to car
ry out their responsibilities.

The Series 14, Compliance Official Qualification Examination, was developed as the mechanism for qualifying
compliance officials and has been administered by the Exchange since September 1989. However, because
the business conducted by Specialist organizations is unique in nature and entails compliance duties
and responsibilities which differ significantly from other Exchange members and member organizations,
in October 1989 the Exchange received SEC approval not to require compliance officials at Specialist
organizations not engaged in a public business to take the Series 14 Examination.

Consequently, the Exchange, working with a committee of industry representatives, developed the Series
14A Examination to test the knowledge of relevant securities laws and Exchange rules of compliance officials
at Specialist organizations. The SEC has approved the Series 14A Examination. (See Securities Exchange
Commission Release #34-32955 dated September 24, 1993.)

Any member organization conducting a Specialist business will be required to have a compliance official
qualified by passing the Series 14A Examination. Any member organization engaged in a public business
in addition to the Specialist business is also required to have a compliance official(s) qualified by the
Compliance Official Qualification Examination (Series 14). However, compliance officials at a member
organization whose commissions and other fees from their public business (retail and institutional) are under
$500,000 in the preceding year are exempt from the examination requirement.

2. SERIES 14A QUALIFICATION PROCEDURES

The first administration of the Series 14A Examination will be held at the Exchange on December 29, 1993.
The examination will be given monthly at the Exchange on the last Wednesday of each month. Individuals
required to qualify as Compliance Officials for Specialist firms will have six (6) months from the December 29,
1993 administration to satisfy the examination requirement.

For each Specialist firm, an application form to take the examination and a copy of the content outline for
the examination are enclosed with this Information Memo. To register for the examination, complete the
application form following the instructions accompanying the form. A new or revised U-4 filing is NOT required
for the Series 14A Examination. There are no prerequisite requirements for the Series 14A Examination.

The firm may request one of the scheduled administration dates. When the candidate is scheduled, the
Exchange will confirm with each candidate the specific date, time, and location of the examination. After
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a candidate sits for the examination, the Exchange will bill the member or member organization directly, a
fee of $200 covering application and examination costs. The Exchange will bill firms the same amount for
candidates failing to keep appointments without advance notice.

For information on registration for the examination and additional copies of the application form, contact the
Qualifications and Registration Section, New York Stock Exchange, 20 Broad Street, 22nd floor, New York,
New York 10005 (Richard Burgess, 212-656-8454). For information on administration of the examination and
additional copies of the content outline, contact Pat O'Reilly (212-656-2476). For further information on the
examination, contact Ava Wolfe (212-656-2578) or JoEllen Carlson (212-656-2555).

Salvatore Pallante

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
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Market Surveillance

 PLEASE PAY SPECIFIC ATTENTION TO NEW MOC PROCEDURES LISTED BELOW THAT PERTAIN TO
THE QUARTERLY INDEX EXPIRATION.

NEW MOC PROCEDURES HAVE BEEN APPROVED BY THE SEC FOR IMPLEMENTATION ON
SEPTEMBER 30, 1993, AND THE LAST TRADE DATE OF EACH QUARTER. MOC ORDERS IN ALL
STOCKS PERTAINING TO INDEX STRATEGIES RELATING TO EXPIRING CONTRACTS MUST BE
IN BY 3:40 P.M. THERE WILL BE ONLY ONE IMBALANCE NOTIFICATION. NO CANCELLATIONS OF
MOC ORDERS IN ANY STOCKS ARE PERMITTED AFTER 3:40 P.M.SEE PAGES 2 THROUGH 4 FOR
DETAILS.

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Revised Procedures for Handling Market-on-Close Orders on Thursday, September 30, 1993
(“Quarterly Index Expiration”)

1. QUARTERLY INDEX EXPIRATIONS

1. NEW PROCEDURES RELATING TO END-OF-QUARTER EXPIRING OPTIONS WILL BE IMPLEMENTED WITH
THE SEPTEMBER 30, 1993 EXPIRATION:

•NO MOC ORDERS RELATED TO A STRATEGY INCLUDING ANY STOCK INDEX OPTIONS IN EXPIRING
CONTRACTS MAY BE ENTERED AFTER 3:40 P.M. IN ANY STOCK. FLOOR BROKERS REPRESENTING
SUCH ORDERS MUST INDICATE THEIR MOC INTEREST TO THE SPECIALIST BY 3:40 P.M.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:40 PM. IN ANY STOCK.

•THERE WILL BE AN IMBALANCE PUBLICATION AT 3:40 P.M. IN THE PILOT STOCKS ONLY.

DETAILED DISCUSSION IS PROVIDED BELOW.

2. PROCEDURES RELATING TO THE CLOSE

Procedures for MOC orders are used for each quarterly index expiration. Applicable MOC orders are those
relating to a strategy involving any stock index options in all stocks. These procedures have been filed as a
rule with the SEC.

The cut-off time is 3:40 p.m. for the entry of MOC orders that relate to a strategy including any expiring stock
index options. This requirement applies to all stocks, not just pilot stocks. Floor brokers representing such
orders must indicate their interest to the specialist by 3:40 p.m.

1. Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.
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In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

2. Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:40 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will be permitted after 3:40 p.m.

3. Special Procedures on Limitation of Entry of Orders and Publication of Imbalances in Quarterly Pilot Stocks

You must, as stated above and required for all stocks, enter all MOC orders, in positions relating to a strategy
involving any expiring stock index options by 3:40 p.m. eastern time. In addition, as described below, there
are special limitations regarding the subsequent entry of orders, and special procedures for publication of
imbalances, that are applicable only to pilot stocks (see attached list). It should be noted that, pursuant to
Rule 13, an order for execution at the close may only be entered for execution at-the-market; “limit-at-the-
close” orders are not permitted.

As soon as possible after 3:40 p.m., the Exchange will publish on the tape any imbalance of MOC orders
of 50,000 shares or more that existed at 3:40 p.m. in those pilot stocks. This will be the only MOC order
imbalance publication. If a “No Imbalance” notice is published in a pilot stock, no MOC orders will be
permitted in that stock. While MOC orders previously entered may be cancelled or reduced in size until 3:40
p.m., once a publication of an imbalance in a pilot stock has been made, any MOC orders subsequently
entered in such pilot stock will be accepted only to trade on the opposite side of the market in relation to
such published imbalance. The liquidation of positions relating to a strategy involving any stock index options
using MOC orders entered after 3:40 p.m. is not permitted, even if such orders might offset net reported
imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:40 p.m. may not reflect the imbalance that exists at the close.

The procedures stated in this section relate only to the quarterly pilot stocks. Regular procedures, including
revised procedures for all stocks that are stated on Pages Two and Three, will apply to all other listed
securities.

4. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of sell orders would be executed against the
bid.) The member may then stop the remaining buy and sell orders against each other and pair them off at
the price of the immediately preceding sale described above. The “pair off” transaction would be printed on
the tape as “stopped stock.” Where the aggregate size of buy MOC orders in a stock equals the aggregate
size of sell MOC orders, they may be “stopped” against each other and paired-off at the price of the last sale
on the Exchange just prior to the close of trading in that stock on that day. The transaction should be reported
to the Consolidated Tape as “stopped stock.”

5. “G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).
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Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

6. Rule 80A

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies on the last trade date prior to each quarter's expiration as
well as on regular, monthly expiration Fridays.

7. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a)(2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
David Leibowitz at (212) 656-4588.

Robert J. McSweeney

Senior Vice President

                                     

Attachments

         

2. Quarterly Index Expiration Pilot Stocks - September 30, 1993

   ABT             ABBOTT LABORATORIES

   ABX             AMERICAN BARRICK RESOURCES CORPORATION
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   AXP             AMERICAN EXPRESS COMPANY

   AHP             AMERICAN HOME PRODUCTS CORPORATION

   AIG             AMERICAN INTERNATIONAL GROUP INC.

   T               AMERICAN TELEPHONE AND TELEGRAPH

   AIT             AMERITECH CORP.

   AN              AMOCO CORPORATION

   ARC             ATLANTIC RICHFIELD COMPANY

   BAC             BANKAMERICA CORPORATION

   BK              BANK OF NEW YORK, INC.

   BEL             BELL ATLANTIC CORPORATION

   BLS             BELLSOUTH CORPORATION

   BMY             BRISTOL MYERS SQUIBB COMPANY

   BR              BURLINGTON RESOURCES INC.

   CHV             CHEVRON CORPORATION

   C               CHRYSLER CORP.

   KO              COCA-COLA COMPANY
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   DOW             DOW CHEMICAL COMPANY

   DD              DU PONT COMPANY

   EK              EASTMAN KODAK COMPANY

   XON             EXXON CORPORATION

   FNM             FEDERAL NATIONAL MORTGAGE ASSOCIATION

   F               FORD MOTOR COMPANY

   GE              GENERAL ELECTRIC COMPANY

   GM              GENERAL MOTORS CORPORATION

   GME             GENERAL MOTORS CORP. CLASS E

   GTE             GTE CORPORATION

   HWP             HEWLETT-PACKARD COMPANY

   HD              HOME DEPOT INC.

   IBM             INTERNATIONAL BUSINESS MACHINES CORP.

   IGT             INTERNATIONAL GAME TECHNOLOGY

   IP              INTERNATIONAL PAPER COMPANY

   JNJ             JOHNSON AND JOHNSON
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   KEY             KEYCORP

   MCD             MCDONALDS CORPORATION

   MRK             MERCK AND COMPANY INC.

   MMM             MINNESOTA MINING AND MANUFACTURING

   MOB             MOBIL CORPORATION

   MS              MORGAN STANLEY GROUP INC.

   MOT             MOTOROLA INC.

   NYN             NYNEX CORPORATION

   PCG             PACIFIC GAS & ELECTRIC CO.

   PAC             PACIFIC TELESIS GROUP

   PEP             PEPSICO INC.

   PFE             PFIZER INC.

   MO              PHILIP MORRIS COS. INC.

   PG              PROCTER AND GAMBLE COMPANY

   RD              ROYAL DUTCH PETROLEUM COMPANY

   SLB             SCHLUMBERGER LTD.
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   S               SEARS ROEBUCK COMPANY

   LUV             SOUTHWEST AIRLINES COMPANY

   SBC             SOUTHWESTERN BELL CORPORATION

   TX              TEXACO INC.

   TWX             TIME WARNER INC.

   UN              UNILEVER N.V. ORD SHARES

   UNH             UNITED HEALTHCARE CORPORATION

   USW             U.S. WEST INC.

   WB              WACHOVIA CORPORATION

   WMT             WAL-MART STORES INC.

   DIS             WALT DISNEY COMPANY

The “quarterly pilot stocks” are the 50 highest capitalized stocks in the S & P 500 Index based on market
values as of August 27, 1993, any component stocks of the Major Market Index not included in this group,
and the 10 highest capitalized stocks of the S & P Midcap 400 Index, based on market values as of August
27, 1993. WMX has been deleted since the last QIX pilot.

3. MEMORANDUM

Date: September 17, 1993

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Quarterly Index Expiration” Market-on-Close (MOC) Orders

1. MOC Orders

Q. How do you determine the price at which to print the “stopped stock”?
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A Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

A When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

   1. Example #1   200,000 buy MOC

                    50,000 sell MOC

                    50,000 sell plus MOC

                    25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

   2. Example #2   100,000 sell MOC

                    50,000 buy MOC

                    25,000 buy minus MOC

                    25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000−B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4-1/2 - last sale 20 3/8

A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus or sell short
order would go behind the 20 1/2 limit sell orders on the book because it should be treated like a market
order. Similarly, a market-on-close buy minus order would be treated as a limit order if the last sale was on a
“plus” or “zero plus”, going behind any buy orders limited at 20 1/4. If the last sale was on a “minus” or “zero
minus” tick, the market-on-close buy minus order would be treated as a market order and executed ahead of
20 1/4 limit buy orders on the book.

Q. Are limit at-the-close or MOC “short” at-the-close orders permitted?
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A Limit at-the-close orders, where a specific price is indicated, are not allowed. Firms may enter “short” MOC
orders.

Q. Should brokers in the Crowd give the specialist their orders prior to the final bell? How should they
be handled by the specialist?

A Yes. In the pilot stocks, brokers in the Crowd handling strategy related orders should give their orders to
the specialist by 3:40 p.m., to allow the specialist to arrange a closing price. Such orders should be handled
like “love” orders on the opening.

Q. Can MOC orders be entered in the pilot stocks if “No imbalance” notice is published at 3:40 p.m.?

A No MOC orders may be entered if a “no imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index options.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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September 13, 1993

  

Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: PLEASE ROUTE TO TRADING, CREDIT OPERATIONS AND COMPLIANCE PARTNER/
OFFICER

SUBJECT: SHORT SALES - SECURITIES OF THE UNIONFED FINANCIAL CORPORATION

As a result of recent activity in the securities of the UnionFed Financial Corporation (“UnionFed”), it is
appropriate to remind members and member organizations of the requirements related to short selling of such
securities.

Exchange Rule 440C, “Deliveries Against Short Sales”, requires that members and member organizations
effecting short sales, either for their own account or for the accounts of customers, must be able to complete
the transactions. Therefore, no orders to sell short should be accepted or entered unless arrangements to
borrow the security exist or reliance can be made upon other acceptable assurance that delivery can be
accomplished on settlement date.

Because a current rights offering by UnionFed is conditioned upon their receipt of “minimum offering
proceeds”, the exception to the “tick test” under paragraph (e)(7) of Securities Exchange Act Rule 10a-1 for
the short sale of a security for a special arbitrage account is not available. Therefore, Exchange Rule 440B
“Short Sales” which stipulates that short sales may be made only on a “plus or zero plus tick” would apply to
such transactions.

Questions regarding this memorandum should be directed to Richard Nowicki (212) 656-3295 or Steven
Levine (212) 656-7080.

Salvatore Pallante

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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September 10, 1993

  

Market Surveillance

 PLEASE PAY SPECIFIC ATTENTION TO NEW CLOSING PROCEDURES LISTED IN THE BOX BELOW.
THESE REVISIONS ARE DETAILED IN THE CIRCULAR. OPENING PROCEDURES WILL REMAIN THE
SAME.

NEW MOC PROCEDURES HAVE BEEN APPROVED BY THE SEC FOR IMPLEMENTATION ON THE
SEPTEMBER 17, 1993 EXPIRATION FRIDAY. THEY PROVIDE THAT MOC ORDE RS IN ALL STOCKS
PERTAINING TO INDEX STRATEGIES RELATING TO EXPIRING CONTRACTS MUST BE IN BY 3:40 P.M.
THERE WILL BE ONLY ONE MOC ORDER IMBALANCE NOTIFICATION. NO CANCELLATIONS OF MOC
ORDERS IN ANY STOCKS ARE PERMITTED AFTER 3:40 P.M. SEE PAGES 1 to 4 FOR PROCEDURES

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Revised Procedures for Handling Market-on-Close Orders on
September 17, 1993 (“Expiration Friday”)

1. NEW MOC PROCEDURES HAVE BEEN APPROVED BY THE SEC FOR IMPLEMENTATION ON THE SEPTEMBER
17, 1993 EXPIRATION FRIDAY. THEY PROVIDE THAT:

•NO MOC ORDERS RELATED TO A STRATEGY INCLUDING ANY STOCK INDEX FUTURES, STOCK
INDEX OPTIONS OR OPTIONS ON STOCK INDEX FUTURES IN EXPIRING CONTRACTS MAY BE
ENTERED AFTER 3:40 P.M. IN ANY STOCK. FLOOR BROKERS REPRESENTING SUCH ORDERS MUST
INDICATE THEIR MOC INTEREST TO THE SPECIALIST BY 3:40 P.M.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:40 P.M. IN ANY STOCK.

•AS SOON AS PRACTICABLE, AFTER 3:40 P.M., A SINGLE PUBLICATION OF MOC ORDER
IMBALANCES OF 50,000 SHARES OR MORE WILL BE PUBLISHED IN THE PILOT STOCKS.

•AFTER 3:40 P.M. IN THE PILOT STOCKS, MOC ORDERS MAY ONLY BE ENTERED TO OFFSET
PUBLISHED IMBALANCES.

2. AUXILIARY OPENING PROCEDURES WILL REMAIN IN EFFECT THIS MONTH.

The September 17, 1993 expiration Friday Pilot stock lists are attached. Please note that only opening
procedures apply to the Midcap-related list.

3. PROCEDURES RELATING TO THE CLOSE

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. Applicable MOC orders
are those relating to a strategy involving any stock index futures, stock index options, or options on stock
index futures, in all stocks. These procedures have been filed as a rule with the SEC.

The cut-off time is 3:40 p.m. for the entry of MOC orders that relate to a strategy including any expiring stock
index futures, stock index options or options on stock index futures. This requirement applies to all stocks
involving such a strategy, not just pilot stocks. Floor brokers representing such orders must indicate their
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MOC interest to the specialist by 3:40 p.m. These closing procedures will be implemented with the September
17, 1993 expiration.

1. Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

2. Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:40 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will continue to be permitted after 3:40 p.m.

3. Special Procedures on Limitation of Entry of Orders and Publication of Imbalances in Pilot Stocks

You must, as stated above and required for all stocks, enter all MOC orders, in positions relating to a strategy
involving any expiring stock index futures, stock index options, or options on stock index futures, by 3:40 p.m.
eastern time. In addition, as described below, there are special limitations regarding the subsequent entry
of orders, and special procedures for publication of imbalances, that are applicable only to pilot stocks (see
attached list). It should be noted that, pursuant to Rule 13, an order for execution at the close may only be
entered for execution at-the-market; “limit-at-the-close” orders are not permitted.

As soon as possible after 3:40 p.m., the Exchange will publish on the tape any imbalance of MOC orders
of 50,000 shares or more that existed at 3:40 p.m. in those pilot stocks. This will be the only MOC order
imbalance publication. If a “No Imbalance” notice is published in a pilot stock, no MOC orders will be
permitted in that stock. While MOC orders previously entered may be cancelled or reduced in size until 3:40
p.m., once a publication of an imbalance in a pilot stock has been made, any MOC orders subsequently
entered in such pilot stock will be accepted only to trade on the opposite side of the market in relation to
such published imbalance. The liquidation of positions relating to a strategy involving any stock index options
using MOC orders entered after 3:40 p.m. is not permitted, even if such orders might offset net reported
imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:40 p.m. may not reflect the imbalance that exists at the close.

The procedures stated in this section relate only to the pilot stocks. Regular procedures, including revised
procedures for all stocks that are stated on Pages One and Two, will apply to all other listed securities.

4. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed againt the bid.) The specialist may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they may be
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“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

5. “G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

6. Rule 80A

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies on the last trade date prior to each month's expiration.

7. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a)(2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
David Leibowitz at (212) 656-4588.

Robert J. McSweeney

Senior Vice President

                                  

Attachments

          

4. Expiration Friday Pilot Stocks - September 17, 1993
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   ABT         ABBOTT LABORATORIES

   AXP         AMERICAN EXPRESS COMPANY

   AHP         AMERICAN HOME PRODUCTS CORPORATION

   AIG         AMERICAN INTERNATIONAL GROUP INC.

   T           AMERICAN TELEPHONE AND TELEGRAPH

   AIT         AMERITECH

   AN          AMOCO CORPORATION

   ARC         ATLANTIC RICHFIELD COMPANY

   BAC         BANKAMERICA CORPORATION

   BEL         BELL ATLANTIC CORPORATION

   BLS         BELL SOUTH CORPORATION

   BMY         BRISTOL MYERS COMPANY

   CHV         CHEVRON CORPORATION

   C           CHRYSLER CORP.

   KO          COCA COLA COMPANY

   DOW         DOW CHEMICAL COMPANY
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   DD          DU PONT COMPANY

   EK          EASTMAN KODAK COMPANY

   XON         EXXON CORPORATION

   FNM         FEDERAL NATIONAL MORTGAGE ASSOCIATION

   F           FORD MOTOR COMPANY

   GE          GENERAL ELECTRIC COMPANY

   GM          GENERAL MOTORS CORPORATION

   GTE         GTE CORPORATION

   HWP         HEWLETT-PACKARD COMPANY

   HD          HOME DEPOT INC.

   IBM         INTERNATIONAL BUSINESS MACHINES CORP.

   IP          INTERNATIONAL PAPER COMPANY

   JNJ         JOHNSON AND JOHNSON

   MCD         MCDONALDS CORPORATION

   MRK         MERCK AND COMPANY INC.

   MMM         MINNESOTA MINING AND MANUFACTURING
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   MOB         MOBIL CORPORATION

   MOT         MOTOROLA INC.

   NYN         NYNEX CORPORATION

   PCG         PACIFIC GAS & ELECTRIC CO.

   PAC         PACIFIC TELESIS GROUP

   PEP         PEPSICO INC.

   PFE         PFIZER INC.

   MO          PHILIP MORRIS COS. INC. HOLDING CO.

   PG          PROCTER AND GAMBLE COMPANY

   RD          ROYAL DUTCH PETROLEUM COMPANY

   SLB         SCHLUMBERGER LTD.

   S           SEARS ROEBUCK AND COMPANY

   SBC         SOUTHWESTERN BELL CORPORATION

   TX          TEXACO INC.

   *TWX        TIME WARNER INC.

   UN          UNILEVER N.V. ADRS
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   USW         U.S. WEST INC.

   WMT         WAL MART STORES INC.

   DIS         WALT DISNEY COMPANY

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of August 27, 1993
and the 20 Major Market Index stocks. The indicated (*) stock has been added to the list and WMX has been
deleted.

         

5. MidCap Index Expiration Friday Stocks - September 17, 1993

   ABX          American Barrick Resources Corporation

   BK           Bank of New York Company, Inc.

   BR           Burlington Resources Inc.

   GME          General Motors Corp. Class E

   IGT          International Game Technology

   KEY          Keycorp

   MS           Morgan Stanley Group Inc.

   LUV          Southwest Airlines Company

   UNH          United Healthcare Corporation

   WB           Wachovia Corporation
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This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of August 27,
1993.

7. MEMORANDUM

Date: September 3, 1993

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) Orders

1. MOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

2A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

   1. Example #1   200,000 buy MOC

                    50,000 sell MOC

                    50,000 sell plus MOC

                    25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

   2. Example #2   100,000 sell MOC

                    50,000 buy MOC

                    25,000 buy minus MOC

                    25,000 sell plus MOC
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In the example #2, the MOC imbalance is 50,000 to sell (S 100,000−B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

3Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4-1/2 - last sale 20 3/8

3A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus or sell
short order would go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the
other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus or
sell short order would go ahead of the 20 1/2 limit sell orders on the book because it should be treated like a
market order. Similarly, a market-on-close buy minus order would be treated as a limit order if the last sale
was on a “plus” or “zero plus”, going behind any buy orders limited at 20 1/4. If the last sale was on a “minus”
or “zero minus” tick, the market-on-close buy minus order would be treated as a market order and executed
ahead of 20 1/4 limit buy orders on the book.

4Q. Are limit at-the-close or MOC “short” at-the-close orders permitted?

4A. Limit at-the-close orders, where a specific price is indicated, are not allowed. Firms may enter “short”
MOC orders.

5Q. Should brokers in the Crowd give the specialist their orders prior to the final bell? How should
they be handled by the specialist?

5A. Yes. In the pilot stocks, any brokers in the Crowd handling orders relating to strategies should give their
orders to the specialist by 3:40 p.m., to allow the specialist to arrange a closing price. Such orders should be
handled like “love” orders on the opening.

6Q. Can MOC orders be entered in the pilot stocks if a “No Imbalance” notice is published at 3:40
p.m.?

6A. No MOC orders may be entered if a “No Imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.
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September 8, 1993

  

Member Firm Regulation

 TO: All Members and Managing Partners/Chief Executive Officers of Member Organizations

SUBJECT: Report and Recommendations of Securities Industry Task Force on Continuing Education

Continuing education in the Securities Industry has been a topic of considerable discussion over the past
several years. In May, 1993 six self-regulatory organizations formed a task force composed of industry
representatives to study the continuing education needs of our industry and develop recommendations on
how such a program should be developed.

Attached is a copy of the report and recommendations prepared by the Securities Industry Task Force on
Continuing Education. The attached press release will be issued on September 10, 1993.

Questions, comments or suggestions on the report or on continuing education in general should be directed
to JoEllen Carlson at (212) 656-2555 or Donald van Weezel at (212) 656-5058.

Salvatore Pallante

Senior Vice President

Attachments
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September 3, 1993

  

Market Surveillance

 PLEASE PAY SPECIFIC ATTENTION TO NEW CLOSING PROCEDURES LISTED IN THE BOX BELOW.
THESE REVISIONS ARE DETAILED IN THE CIRCULAR. OPENING PROCEDURES WILL REMAIN THE
SAME

NEW MOC PROCEDURES HAVE BEEN FILED WITH THE SEC FOR APPROVAL, FOR
IMPLEMENTATION ON THE SEPTEMBER 17, 1993 EXPIRATION FRIDAY. THEY PROVIDE THAT MOC
ORDERS IN ALL STOCKS PERTAINING TO INDEX STRATEGIES RELATING TO EXPIRING CONTRACTS
MUST BE IN BY 3:40 P.M. THERE WILL BE ONLY ONE MOC ORDER IMBALANCE NOTIFICATION. NO
CANCELLATIONS OF MOC ORDERS IN ANY STOCKS ARE PERMITTED AFTER 3:40 P.M. SEE PAGES 1
to 4 FOR PROCEDURES

TO: All Members and Member organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Revised Procedures for Handling Market-on-Close Orders on
September 17, 1993 (“Expiration Friday”)

1. NEW MOC PROCEDURES HAVE BEEN FILED WITH THE SEC FOR APPROVAL, FOR IMPLEMENTATION ON
THE SEPTEMBER 17, 1993 EXPIRATION FRIDAY. THEY PROVIDE THAT:

•NO MOC ORDERS RELATED TO A STRATEGY INCLUDING ANY STOCK INDEX FUTURES, STOCK
INDEX OPTIONS OR OPTIONS ON STOCK INDEX FUTURES IN EXPIRING CONTRACTS MAY BE
ENTERED AFTER 3:40 P.M. IN ANY STOCK. FLOOR BROKERS REPRESENTING SUCH ORDERS MUST
INDICATE THEIR MOC INTEREST TO THE SPECIALIST BY 3:40 P.M.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:40 P.M. IN ANY STOCK.

•AS SOON AS PRACTICABLE, AFTER 3:40 P.M., A SINGLE PUBLICATION OF MOC ORDER
IMBALANCES OF 50,000 SHARES OR MORE WILL BE PUBLISHED IN THE PILOT STOCKS.

•AFTER 3:40 P.M. IN THE PILOT STOCKS, MOC ORDERS MAY ONLY BE ENTERED TO OFFSET
PUBLISHED IMBALANCES.

2. AUXILIARY OPENING PROCEDURES WILL REMAIN IN EFFECT THIS MONTH.

The September 17, 1993 expiration Friday Pilot stock lists are attached. Please note that only opening
procedures apply to the Midcap-related list.

3. DETAILED DISCUSSION OF THE CLOSING PROCEDURES Is PROVIDED BELOW.

Members and member organizations are reminded that the closing procedures, as revised, for the last trade
date prior to the expiration will again be implemented on expiration Friday, September 17, 1993 as indicated
below.

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
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close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on the last trade date prior to each month's expiration.

4. PROCEDURES RELATING TO THE CLOSE

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. Applicable MOC orders
are those relating to a strategy involving any stock index futures, stock index options, or options on stock
index futures, in all stocks. These Procedures have been filed as a rule with the SEC.

The cut-off time is 3:40 p.m. for the entry of MOC orders that relate to a strategy including any expiring stock
index futures, stock index options or options on stock index futures. This requirement applies to all stocks
involving such a strategy, not just pilot stocks. FLoor brokers representing such orders must indicate their
MOC interest to the specialist by 3:40 p.m. These closing procedures will be implemented with the September
17, 1993 expiration.

1. Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
indented to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

2. Cancellation of MOC Orders

To facilitate the determination of order imbalance before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:40 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will continue to be permitted after 3:40 p.m.

3. Special Procedures on Limitation of Entry of Orders and Publication of Imbalances in Pilot Stocks

You must, as stated above and required for all stocks, enter all MOC orders, in positions relating to a strategy
involving a ny expiring stock index futures, stock index options, or options on stock index futures, by 3:40 p.m.
eastern time. In addition, as described below, there are special limitations regarding the subsequent entry
of orders, and special procedures for publication of imbalances, that are applicable only to pilot stocks (see
attached list). It should be noted that, pursuant to Rule 13, an order for execution at the close may only be
entered for execution at-the-market; “limit-at-the-close” orders are not permitted.

As soon as possible after 3:40 p.m., the Exchange will publish on the tape any imbalance of MOC orders
of 50,000 shares or more that existed at 3:40 p.m. in those pilot stocks. This will be the only MOC order
imbalance publication. If a “No Imbalance” notice is published in a pilot stock, no MOC orders will be
permitted in that stock. While MOC orders previously entered may be cancelled or reduced in size until 3:40
p.m., once a publication of an imbalance in a pilot stock has been made, any MOC orders subsequently
entered in such pilot stock will be accepted only to trade on the opposite side of the market in relation to such
published imbalance. The liquidation of positions relating to a strategy involving any stock index futures, stock
index options, or options on stock index futures using MOC orders entered after 3:40 p.m. is not permitted,
even if such orders might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:40 p.m. may not reflect the imbalance that exists at the close.
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The procedures stated in this section relate only to the pilot stocks. Regular procedures, including revised
procedures for all stocks that are stated on Pages One and Two, will apply to all other listed securities.

4. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The specialist may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they may be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

5. “G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

6. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a)(2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
David Leibowitz at (212) 656-4588.

Robert J. McSweeney

Senior Vice President

                               

Attachments
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5. Expiration Friday Pilot Stocks - September 17, 1993

   ABT        ABBOTT LABORATORIES

   AXP        AMERICAN EXPRESS COMPANY

   AHP        AMERICAN HOME PRODUCTS CORPORATION

   AIG        AMERICAN INTERNATIONAL GROUP INC.

   T          AMERICAN TELEPHONE AND TELEGRAPH

   AIT        AMERITECH CORP.

   AN         AMOCO CORPORATION

   ARC        ATLANTIC RICHFIELD COMPANY

   BAC        BANKAMERICA CORPORATION

   BEL        BELL ATLANTIC CORPORATION

   BLS        BELLSOUTH CORPORATION

   BMY        BRISTOL MYERS SQUIBB COMPANY

   CHV        CHEVRON CORPORATION

   C          CHRYSLER CORP.

   KO         COCA-COLA COMPANY
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   DOW        DOW CHEMICAL COMPANY

   DD         DU PONT COMPANY

   EK         EASTMAN KODAK COMPANY

   XON        EXXON CORPORATION

   FNM        FEDERAL NATIONAL MORTGAGE ASSOCIATION

   F          FORD MOTOR COMPANY

   GE         GENERAL ELECTRIC COMPANY

   GM         GENERAL MOTORS CORPORATION

   GTE        GTE CORPORATION

   HWP        HEWLETT-PACKARD COMPANY

   HD         HOME DEPOT INC.

   IBM        INTERNATIONAL BUSINESS MACHINES CORP.

   IP         INTERNATIONAL PAPER COMPANY

   JNJ        JOHNSON AND JOHNSON

   MCD        MCDONALDS CORPORATION

   MRK        MERCK AND COMPANY INC.
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   MMM        MINNESOTA MINING AND MANUFACTURING

   MOB        MOBIL CORPORATION

   MOT        MOTOROLA INC.

   NYN        NYNEX CORPORATION

   PCG        PACIFIC GAS & ELECTRIC CO.

   PAC        PACIFIC TELESIS GROUP

   PEP        PEPSICO INC.

   PFE        PFIZER INC.

   MO         PHILIP MORRIS COS. INC.

   PG         PROCTER AND GAMBLE COMPANY

   RD         ROYAL DUTCH PETROLEUM COMPANY

   SLB        SCHLUMBERGER LTD.

   S          SEARS ROEBUCK COMPANY

   SBC        SOUTHWESTERN BELL CORPORATION

   TX         TEXACO INC.

   *TWX       TIME WARNER INC.
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   UN         UNILEVER N.V. ORD SHARES

   USW        U.S. WEST INC.

   WMT        WAL-MART STORES INC.

   DIS        WALT DISNEY COMPANY

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of August 27, 1993
and the 20 Major Market Index stocks. The indicated (*) stock has been added to the list and WMX has been
deleted.

         

6. MidCap Index Expiration Friday Stocks - September 17, 1993

   ABX         American Barrick Resources Corporation

   BK          Bank of New York Company, Inc.

   BR          Burlington Resources Inc.

   GME         General Motors Corp. Class E

   IGT         International Game Technology

   KEY         Keycorp

   MS          Morgan Stanley Group Inc.

   LUV         Southwest Airlines Company

   UNH         United Healthcare Corporation
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   WB          Wachovia Corporation

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of August 27,
1993.

7. MEMORANDUM

Date: September 3, 1993

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) Orders

1. MOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

2A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

   1. Example #1    200,000 buy MOC

                    050,000 sell MOC

                    050,000 sell plus MOC

                    025,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

   2. Example #2    100,000 sell MOC

                    050,000 buy MOC

                    025,000 buy minus MOC

                    025,000 sell plus MOC
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In the example #2, the MOC imbalance is 50,000 to sell (S 100,000−B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

3Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4-1/2 - last sale 20 3/8

3A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus or sell
short order would go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the
other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus or
sell short order would go ahead of the 20 1/2 limit sell orders on the book because it should be treated like a
market order. Similarly, a market-on-close buy minus order would be treated as a limit order if the last sale
was on a “plus” or “zero plus”, going behind any buy orders limited at 20 1/4. If the last sale was on a “minus”
or “zero minus” tick, the market-on-close buy minus order would be treated as a market order and executed
ahead of 20 1/4 limit buy orders on the book.

4Q. Are limit at-the-close or MOC “short” at-the-close orders permitted?

4A. Limit at-the-close orders, where a specific price is indicated, are not allowed. Firms may enter “short”
MOC orders.

5Q. Should brokers in the Crowd give the specialist their orders prior to the final bell? How should
they be handled by the specialist?

5A. Yes. In the pilot stocks, any brokers in the Crowd handling orders relating to strategies should give their
orders to the specialist by 3:40 p.m., to allow the specialist to arrange a closing price. Such orders should be
handled like “love” orders on the opening.

6Q. Can MOC orders be entered in the pilot stocks if a “No Imbalance” notice is published at 3:40
p.m.?

6A. No MOC orders may be entered if a “No Imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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August 31, 1993

  

Member Firm Regulation

 PLEASE ROUTE TO REGISTRATION, COMPLIANCE, AND LEGAL DEPARTMENTS.

TO: Members and Member Organizations

ATTENTION: Managing Partners/Chief Executive Officers, and Compliance Officers

SUBJECT: United Kingdom Limited Registered Representative Examination (Series 17) Changes in
Qualifications

Information Memo 93-3 (January 22, 1993) announced changes in the requirements for general registration
with the Securities and Futures Authority of the United Kingdom that affected eligibility to take the NYSE's
Limited Registered Representative Examination (Series 17). The Securities and Futures Authority has
recently notified the NYSE that additional changes will be made in their registration and examination
programs as of January 1, 1994. Specifically, a new registration category and examination, Securities and
Financial Derivatives Representative, will be added in the U.K. Individuals registered in this category will be
permitted to advise on all financial derivatives as well as the underlying securities.

Effective January 1, 1994, those individuals who become registered in the U.K. as Securities and Financial
Derivatives Representatives will be eligible to take the Series 17 Examination. The addition of this category
will not affect the eligibility of individuals described in Information Memo 93-3. Representatives who
have either satisfactorily completed the U.K.'s General Registered Representative Examination prior to
December 4, 1991, or have passed both the Securities Representative program and the Futures and Options
Representative program continue to be eligible to take the Series 17 Examination. All others will be required
to pass the entire Series 7 Examination in order to qualify as an NYSE General Securities Registered
Representative.

For further information regarding qualification and registration procedures, contact Juan Vazquez at
212/656-4814. For further information regarding the Series 17 Examination, contact Ava Wolfe at
212/656-2578.

Salvatore Pallante

Senior Vice President
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August 31, 1993

  

Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: MEMBERS AND OTHERS CONDUCTING A PUBLIC BUSINESS ON THE TRADING FLOOR

The Exchange staff has received numerous inquiries from persons interested in conducting business
with public customers directly from the Trading Floor. While this is a permissible practice, any member
or individual who deals directly with anyone other than a registered broker-dealer must adhere to certain
requirements of the Securities and Exchange Commission and NYSE. Exchange members and member
organizations who conduct floor brokerage business should be aware that expanding their business to include
accepting orders from retail customers (individuals) or institutional customers (banks, trust companies,
investment advisers, pension funds etc.) and other nonbroker-dealers constitutes a public business. It is
strongly recommended that members and member organizations contact the Exchange prior to commencing
a public business in order to discuss the regulatory ramifications.

Persons conducting business with public customers must 1) be or become registered representatives, *   and
2) be or be employed (on a full- or part-time basis) by a member or member organization that has met all of
the requirements for doing business with the public. (See attached Information Memorandum No. 91-25 for a
comprehensive list of requirements.)

1. Highlights from Information Memorandum No. 91-25

As previously set forth in Information Memorandum No. 91-25 members and member organizations that
transact business for public customers must:

•Provide for supervision of registered representatives, if any.

•Have a qualified Compliance Official.

•Have a qualified financial/operations principal.

•Have an audit by an independent accountant.

•Meet increased capital requirements.

•Obtain fidelity bond coverage.

•Maintain P&S blotters, order tickets, and account documents.

•File and update organizational documents.

•Amend Form BD.

•File FOCUS PART IIA quarterly.

•Have an approved carrying agreement under Rule 382.

•Comply with “Know your Customer” responsibilities.

For general questions regarding requirements pertaining to doing a public business, please contact your
Finance Coordinator at the Exchange.

Salvatore Pallante
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Senior Vice President
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Footnotes

*  A registered representative candidate must submit a Form U-4 and fingerprint card and pass the Series
7 qualification examination. The Exchange has recently received approval to implement a new exam
(Series 7A) for Floor members who conduct business with professional customers, i.e., institutions.
This new exam will be appropriate only for persons conducting a limited public business in NYSE listed
securities from the Exchange Floor. If a Floor member elects to serve retail customers or to move off-
Floor ("upstairs") to serve either retail or professional customers, such person must pass the Series 7
examination. See Information Memorandum No. 93-32 for further details.
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Member Firm Regulation

 PLEASE ROUTE TO FINANCIAL AND OPERATIONS OFFICER/PARTNER COMPLIANCE DEPARTMENT
AND CORRESPONDENT CLEARING DEPARTMENTS

TO: MEMBERS, MEMBER ORGANIZATIONS AND HANDBOOK SUBSCRIBERS

SUBJECT: NET CAPITAL REQUIREMENTS FOR INTRODUCING FIRMS-AMENDMENTS TO CLEARING
AGREEMENTS (RESPONSE REQUIRED)

In November of 1992, the Securities and Exchange Commission announced the adoption of amendments to
Rule 15c3-1 under Securities Exchange Act of 1934 (the Net Capital Rule). Minimum net capital requirements
are to be increased through a staggered implementation schedule extending from July 1, 1993 to July 1,

1994. 1   The new requirements for firms that introduce customer accounts to another broker-dealer are
generally based on whether the firm receives customer funds or securities in conducting its business.

1. Information Required to be Submitted

In conjunction with the rule amendments, the SEC Division of Market Regulation (the “Division”) additionally
specified certain conditions and relationships which must exist between the carrying broker, the introducing
broker and the introduced customers if a reduced minimum capital level is to be available to the introducing
broker. In most instances, these conditions, as outlined below, will require revision of clearing agreements,
operating procedures and in the mailing of printed account statements directly to customers. Consequently,
introducing and carrying brokers should review their agreements and procedures for compliance with the new
requirements.

NYSE Rule 382 requires that all agreements relating to the carrying of customer accounts on a fully disclosed
basis, or any change in such agreements, must be submitted to and approved by the Exchange prior to
becoming effective. Accordingly, amended agreements should be submitted to your Finance Coordinator
for approval no later than September 30, 1993. Introducing firms that do not intend to comply with the new
requirements must file a notice of intention to maintain a minimum net capital requirement of $250,000.
Failure to either file an amended clearing agreement or to elect a higher minimum net capital level could
result in regulatory action.

2. Net Capital and Clearing Agreement Requirements

The Division has interpreted revised paragraphs (a) (2) (i) and (a) (2) (iv) of the net capital rule to require that
firms who introduce their accounts on a fully disclosed basis and wish to maintain their minimum net capital
requirement pursuant to paragraph (a)(2)(iv)($50,000) must meet the following requirements:

•The introducing firm must have in place a clearing agreement with a registered broker-dealer which states,
for purposes of SIPA and the Commission's financial responsibility rules, customers are customers of the
clearing firm and not of the introducing firm.

•The clearing firm must issue all account statements directly to customers.

•Account statements must disclose the fact that all customer funds and/or securities are located at the
clearing broker-dealer.
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•Account statements must provide a contact person or department at the clearing firm who can address
customer inquiries regarding their account(s).

As noted, if an introducing firm falls to meet any of the above requirements, it would be required to comply
with the minimum net capital requirement of a firm that carries customer accounts ($250,000).

Furthermore, in order to take advantage of the revised $5,000 minimum net capital requirement, introducing
firms will be required to notify their customers that the firm is prohibited from receiving funds (other than
checks made out to third parties) or securities. Please note that any introducing firm ($5,000 or $50,000) that
receives customer checks made payable to itself (except in error) would be subject to the minimum net capital
requirement of a firm that carries customer accounts ($250,000).

If you have any questions concerning this memo, please contact your Finance Coordinator.

Salvatore Pallante

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  SEA Release No. 34-31511, November 24, 1 992; Federal Register Vol. 57 No. 232 Wednesday,
December 2, 1992, page 56973. See also NYSE Interpretation Memo Number 92-14 dated December
29, 1992 and NYSE information Memo Number 93-2 dated January 19, 1993.
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Market Surveillance

 TO: Members and Member Organizations

SUBJECT: Ability of a Member Organization to Use Its Own Floor Brokers to Execute Orders for Accounts
Over Which the Member Organization Exercises Investment Discretion

Effective August 11, 1993, Section 11(a)(1) of the Securities Exchange Act of 1934 (the “Act”) has been
amended to permit members of national securities exchanges to effect transactions for accounts over which
the member or an associated person of the member exercises investment discretion.

This amendment now permits member organizations to use their own Floor brokers to execute orders for so-
called “managed money” accounts (typically, accounts of investment companies and institutional investors
over which a member or member organization has formal discretionary authority). Prior to this amendment,
members, member organizations and associated persons were required to give orders for such accounts to
unaffiliated brokers for execution pursuant to SEC Rule 11a2-2(T) under the Act (the “effect versus execute”
rule).

The ability of a member, member organization, or associated person to operate under the new amendment to
Section 11(a)(1) is subject to three conditions:

(1) the member, member organization, or associated person must obtain, from the person or persons
authorized to transact business for the account, express authorization for the member, member organization
or associated person to effect transactions for the account prior to the effecting of such transactions;

(2) the member, member organization, or associated person must furnish the person or persons authorized to
transact business for the account, at least annually. with a statement disclosing the aggregate compensation
received by the member or member organization in effecting transactions for the account; and

(3) the member, member organization, or associated person must comply with any rules adopted by
the Securities and Exchange Commission with respect to paragraphs (1) and (2) above. (NOTE: The
amendment to Section 11(a)(1) is now in effect; the SEC has not promulgated to date any rules with respect
to paragraphs (1) and (2) above.)

Members and member organizations are reminded of their responsibilities under Exchange rules, especially
Rules 401, 405, 408, 723 and 724, with respect to handling discretionary accounts.

The new amendment does not affect the representation of “G” orders. Assuming that a member or member
organization meets the “business mix” test specified in Section 11(a)(1)(G) of the Act and that no other
exemption is available under Section 11(a)(1) of the Act, orders executed by a member for his or her own
account, or for his or her member organization's account, must be marked “G” and must yield priority, parity,
and precedence based on size to all orders that are not for the account of a member, member organization,
or associated person. If a member or his or her member organization does not meet the business mix test,
and no other exemption is available under Section 11(al(1) of the Act, any proprietary order of that member or
member organization must be given to an unaffiliated member for execution under the “effect versus execute”
rule. The same principle applies in the case of an order for the account of an associated person of a member
or member organization being executed in the same manner as a “G” order pursuant to SEC Rule 11a1-2
(the “look through” rule).
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Questions concerning this memorandum may be directed to Brian McNamara (212) 656-7086 or Donald
Siemer at (212) 656-6940.

Robert J. McSweeney

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Member Firm Regulation

PLEASE ROUTE TO COMPLIANCE AND LEGAL DEPARTMENTS.

 TO: Members and Member Organizations

ATTENTION: Floor Members, Managing Partners/Chief Executive Officers, and Compliance Officers

SUBJECT: New Examination Module for Floor Members Engaged in Public Business with Professional
Customers (Series 7A)

During the last several years, an increasing number of Floor members have begun to conduct a public
business limited to accepting orders from professional investors for execution on the Trading Floor. Presently,
such members are required to be fully qualified as registered representatives (Series 7). However, the level
of knowledge required to perform the activities engaged in by members who conduct a professional public
business limited to transactions in listed securities on the Exchange Floor is less than that needed to conduct
a general business with retail customers.

Consequently, a new category of registration has been added to provide for registration of Floor members

who accept orders from qualified professional customers for execution on the Trading Floor. *   (See attached
interpretation of Rule 345.15.) The Exchange, working with a committee of Floor member representatives,
developed the Series 7A Examination Module, a subset of the General Securities Registered Representative
Examination (Series 7), as the qualification examination for these members. The SEC approved the new
registration category and examination on July 29, 1993 (Release No. 34-32698).

The examination will be given at the Exchange on the second or third Friday of each month.

Following receipt of the member's application to take the examination, the Exchange will notify the member in
writing of the date, time, and place of the member's appointment to take the examination. Candidates failing
to keep appointments without advance notice will be charged the appropriate examination fees.

For information on eligibility and registration for the Series 7A Examination, contact your Finance Coordinator.
For information on the content of the examination, including a copy of the study outline, contact Anthony
Colonna (212-656-2741) or JoEllen Carlson (212-656-2555). For information on state registration
requirements, contact the state(s) in which the customers from whom the member will accept orders are
domiciled.

Salvatore Pallante

Senior Vice President

Attachment

345. Rule 345 EMPLOYEES - REGISTRATION, APPROVAL, RECORDS

15. .15 QUALIFICATIONS

2. /02 Categories of Registration
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1. Registered representative candidates may sit for the Series 7 exam at the first available examination
session after they have completed eight full weeks of training. Candidates successfully completing
the examination will not, however, receive approval prior to completion of the full four month training
period Member organizations are reminded that trainees may not perform the functions of a registered
representative until approved by the Exchange. (Also see Rule 345(a)/01, page 3450.)

2. Limited registration candidates are those whose activities are limited solely to the solicitation or handling of
the sale or purchase of instruments such as investment company securities and variable contracts, insurance
premium funding programs, direct participation programs and municipal securities. Limited purpose registered
representative candidates must qualify by satisfying a two-month training requirement and by passing a
qualification examination acceptable to the Exchange.

3. (The next three paragraphs are new language.)

Limited registration for floor members would permit floor members who have successfully completed the
Series 7A examination module to conduct a public business which is limited to accepting orders directly from
professional customers for execution on the trading floor. The Floor Member (Series 15) Examination is a
prerequisite.

A professional customer includes a bank, trust company, insurance company, investment trust, state or
political subdivision thereof, charitable or nonprofit educational institution regulated under the laws of the
United States, or any state, or pension or profit sharing plan subject to ERISA or of an agency of the United
States or of a state or a political subdivision thereof or any person who has, or has under management, net
tangible assets of at least sixteen million dollars.

For purposes of the definition of professional customer, the term “person” shall mean the same as that term is
defined in Rule 2, except that it shall not include natural persons.

4. Registered options representative: Each registered representative who transacts any business with the
public in options contracts shall qualify as a “Registered Options Representative” by satisfying the four month
training requirement and passing the Series 7 examination.

5. Securities traders and their direct supervisors must pass the Series 7 examination. There is no training
requirement imposed by the Exchange.

6. Securities lending representatives and their direct supervisors are not subject to training or examination
requirements. Securities lending representatives and their direct supervisors must, however, file a Form U-4
and sign a code of ethics agreement (addendum to Form U-4).

See Rule 345.10 for definitions of the terms “securities trader” and “securities lending representative.”

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

*  This new registration category and examination module are only for persons conducting a limited public
business in NYSE-listed securities from the Exchange Floor. If a Floor member elects to serve retail
customers or to move off-Floor ("upstairs") to serve either retail or professional customers, such person
must pass the Series 7 Examination.
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Market Surveillance

PLEASE REMEMBER THAT AUXILIARY OPENING PROCEDURES WILL BE IN EFFECT EVERY MONTH

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary opening Procedures and Procedures for Handling Market-on-Close Orders on August
20, 1993 (“Expiration Friday”)

Members and member organizations are reminded that auxiliary opening procedures and special procedures
for handling market-on-close orders will again be implemented on August 20, 1993, expiration Friday. Please
refer to Information Memo 93-16 for details. Copies are available at the main Money Desk on the Floor.

The August 20, 1993 expiration Friday pilot stock lists are attached.

Please note that only opening procedures apply to the MidCap-related list.

For more detailed information or if you have any questions, you may call Mr. David Leibowitz at (212)
656-4588 or Mr. Anthony Fisichelli at (212) 656-2965.

Robert J. McSweeney

Senior Vice President

                             

Attachments

          

1. Expiration Friday Pilot Stocks - August 20, 1993

   ABT       ABBOTT LABORATORIES

   AXP       AMERICAN EXPRESS COMPANY

   AHP       AMERICAN HOME PRODUCTS CORPORATION
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   AIG       AMERICAN INTERNATIONAL GROUP INC.

   T         AMERICAN TELEPHONE AND TELEGRAPH

   AIT       AMERITECH CORP.

   AN        AMOCO CORPORATION

   ARC       ATLANTIC RICHFIELD COMPANY

   BAC       BANKAMERICA CORPORATION

   BEL       BELL ATLANTIC CORPORATION

   BLS       BELLSOUTH CORPORATION

   BMY       BRISTOL MYERS SQUIBB COMPANY

   CHV       CHEVRON CORPORATION

   C         CHRYSLER CORP.

   KO        COCA-COLA COMPANY

   DOW       DOW CHEMICAL COMPANY

   DD        DU PONT COMPANY

   EK        EASTMAN KODAK COMPANY

   XON       EXXON CORPORATION

   FNM       FEDERAL NATIONAL MORTGAGE ASSOCIATION
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   F         FORD MOTOR COMPANY

   GE        GENERAL ELECTRIC COMPANY

   GM        GENERAL MOTORS CORPORATION

   GTE       GTE CORPORATION

   HWP       HEWLETT-PACKARD COMPANY

   HD        HOME DEPOT INC.

   IBM       INTERNATIONAL BUSINESS MACHINES CORP.

   IP        INTERNATIONAL PAPER COMPANY

   JNJ       JOHNSON AND JOHNSON

   MCD       MCDONALDS CORPORATION

   MRK       MERCK AND COMPANY INC.

   MMM       MINNESOTA MINING AND MANUFACTURING

   MOB       MOBIL CORPORATION

   MOT       MOTOROLA INC.

   NYN       NYNEX CORPORATION

   *PCG      PACIFIC GAS & ELECTRIC CO.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

1073

http://researchhelp.cch.com/License_Agreement.htm


   PAC       PACIFIC TELESIS GROUP

   PEP       PEPSICO INC.

   PFE       PFIZER INC.

   MO        PHILIP MORRIS COS. INC.

   PG        PROCTER AND GAMBLE COMPANY

   RD        ROYAL DUTCH PETROLEUM COMPANY

   SLB       SCHLUMBERGER LTD.

   S         SEARS ROEBUCK COMPANY

   SBC       SOUTHWESTERN BELL CORPORATION

   TX        TEXACO INC.

   UN        UNILEVER N.V. ORD SHARES

   USW       U.S. WEST INC.

   WMT       WAL-MART STORES INC.

   DIS       WALT DISNEY COMPANY

   WMX       WMX TECHNOLOGIES INC.
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This list consists of the 50 highest weighted S&P 500 stocks based on market values as of August 6, 1993
and the 20 Major Market Index stocks. The indicated (*) stock has been added to the list and ONE has been
deleted.

         

2. MidCap Index Expiration Friday Stocks - August 20, 1993

   ABX          American Barrick Resources Corporation

   BK           Bank of New York Company, Inc.

   BR           Burlington Resources Inc.

   GME          General Motors Corp. Class E

   IGT          International Game Technology

   KEY          Keycorp

   MS           Morgan Stanley Group Inc.

   LUV          Southwest Airlines Company

   UNH          United Healthcare Corporation

   WB           Waco Corporation

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of August 6,
1993.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Member Firm Regulation

PLEASE ROUTE TO OPERATIONS, LEGAL AND COMPLIANCE DEPARTMENTS

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF OPERATIONS OFFICER/PARTNER

SUBJECT: RULE 387 (“COD ORDERS”) - AFFIRMATION RATE

THE GOAL=100%

THE EXCHANGE EXPECTS MEMBERS AND MEMBER ORGANIZATIONS TO STRIVE FOR A
100% AFFIRMATION RATE ON CUSTOMER COD TRANSACTIONS.

387. Rule 387

Rule 387 (“COD Orders”) establishes conditions for acceptance of POD (payment on delivery) and COD
(collect on delivery) orders including that:

1. The member or member organization has records of the name and address of the customer's agent and
the name and account number of the customer on file with the agent.

2. Order tickets are marked COD or POD.

3. The member or member organization delivers a confirmation to the customer no later than the next
business day following execution of the order.

4. The member or member organization obtains an agreement from the customer to furnish instruction to its
agent as to receipt or delivery of securities within the time periods specified in the rule.

5. The customer or agent uses the facilities of a securities depository for the confirmation, acknowledgement
and book entry settlement of all depository eligible securities. (The only exception is for transactions that are
settled outside the United States.)

The requirement to use a securities depository institutional delivery system has been in effect since 1983 with
the overall result generally being a success. However, since trade affirmation rates have now leveled off to 95
%, the Exchange believes it appropriate for all members and member organizations to establish higher goals.
Members and member organizations should undertake a review of their Rule 387 procedures at this time with
the objective of further improving the affirmation rate and identifying customers who are consistent offenders.
Accomplishing this objective should be given a high priority and an operations officer or partner should be
assigned to supervise the effort. Members and member organizations are reminded that they may be violating
Rule 387 and could be subject to penalties for accepting COD orders from customers not effectively affirming
the trades.

1. “T+3”

In February 1993, the Securities and Exchange Commission released for comment proposed Rule 15c6-1
under the Securities Exchange Act of 1934 that would establish, with certain exceptions, three business days,
instead of five business days, as the standard settlement timeframe for broker-dealer trades. In the release
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the Commission notes “the proposed rule is designed to reduce the risk clearing corporations, their members,
and public investors interested in settling transactions by reducing the total number of unsettled trades at any
given time”. The Commission has proposed January 1, 1996 as the implementation date for the Rule.

Based on statistics compiled by Depository Trust Company (DTC), the current industry average affirmation
rate of COD transactions by customers pursuant to Rule 387 is 95%. This percentage can not be considered
optimal in the current five day settlement environment and it is clear it could create significant problems if the
proposed T+3 settlement date is adopted. In a T+3 environment, the affirmation rate would have to approach
100% in order to preclude problems and achieve maximum efficiency.

2. Helpful Reports

DTC, through the Institutional Delivery (ID) system, provides various reports which can be effectively utilized
to monitor affirmation percentages. A detailed description of these reports is attached as Exhibit A.

The Exchange monitors member organizations for compliance with Rule 387 through the “ID Broker Usage
Comparison Report” and the “ NYSE Rule 387 Monthly Broker Report” that are prepared by DTC on a
monthly basis. The “ NYSE Rule 387 Monthly Broker Report” provides affirmation percentage rates and lists
the names of customers who are the institutions with the lowest affirmation rates within certain parameters.
This same exception report will also begin to be transmitted to member organizations by the Exchange
in September. The Exchange is continuing to seek strengthened compliance with Rule 387 through the
exception report program and the Exchange's regular on-site examinations of member organizations. Failure
by a member organization to demonstrate sufficient effort in implementing effective procedures could result in
Exchange disciplinary action including fines imposed under Rule 476A.

Questions concerning the DTC reports, requests for additional copies of your organization's report, or
requests for ID educational material should be directed to Richard Bednarz of DTC by telephone at (212)
709-1604, or by fax at (212) 709-1707. Questions relating to Rule 387 enforcement should be directed to
Raymond J. Hennessy at (212) 656-8338.

Raymond J. Hennessy

Vice President

A. Exhibit A

1. What Broker-Dealers Can Do To Increase Industry Affirmation Rate

DTC provides broker-dealers using its Institutional Delivery (ID) system with tools to maintain high affirmation
percentages. The degree and extent to which these tools are used-and the quality of input submitted by
broker-dealers to DTC-can influence affirmation percentages.

The success of electronic trade confirmation, affirmation, and settlement largely depends upon timely
affirmation by institutions or their custodian banks. Broker-dealers, however, should take extra care that
their instructions to DTC are properly coded when instructions are sent: This should reduce delays and fails.
Miscoded instructions result in trade data being sent to the wrong parties; if mistaken information is provided
to the intended party, the trade will not be affirmed.

DTC's T-plus-three and -four Unaffirmed Reports enable broker-dealers to monitor trades that remain
unaffirmed two and three days after the trade was input into the system. Broker-dealers should call
institutions or their agents to ask if unaffirmed confirmations will be affirmed or if they should cancel and
reissue new trade confirmations. (Trades affirmed on T-plus-four will not settle automatically; broker-dealers
must set up and transmit the trade as a deliver order to DTC to effect settlement.)

Although the Unaffirmed Reports are potentially the most effective tools broker-dealers can use to encourage
institutional compliance, other ID reports can provide information broker-dealers need to monitor the quality of
their input to DTC, and to urge affirming parties to take action on a timely basis. These are:
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2. Trade Edit Report: Provides broker-dealers with input errors from the previous day's data submission. This
report enables broker-dealers to correct erroneous input and submit corrected data to produce a timely trade
confirmation.

3. Eligible Trade Report: Provides settling parties with next-day notification of affirmed trades scheduled for
automated ID settlement.

4. Ineligible Trade Report: Provides settling parties with next-day notification of affirmed trades that are
ineligible for ID settlement, and affirmed trades in issues that are ineligible for DTC services.

5. Cumulative Eligible Trade Report: Provides a snapshot of all affirmed trade confirmations to be settled the
next business day.

6. T-Plus-Five Settlement Reports: DTC provides reports to settling participants on the morning of settlement
day that show items received and delivered through the ID cycle, as well as items not processed through the
cycle. Items not processed because of insufficient position automatically recycle throughout settlement day; if
these items do not settle, they are indicated on the Dropped Receive and Deliver Report.

In addition to the reports listed, DTC issues several monthly quality-control reports-also sent to the NYSE and
other regulatory agencies-that provide broker-dealers with the means to measure their ID performance, as
well as the performance of institutions and their agents. These monthly performance reports are produced for
each broker-dealer participant with ID activity for the month:

7. 1. The ID Broker Usage Comparison Report ranks member firms by executing broker number in order of
descending eligible confirm volume, with associated affirm, and deliver and receive rates for each number.
This report is further divided into three sections according to monthly confirm volume (5,000 or more, 1,000 to
5,000, and less than 1,000). Statistics are reported individually for member firms with multiple ID numbers.

8. 2. The Monthly Performance Report provides this same information for institutions and agents by
institutional number, listing eligible confirmation and affirmation percentages, and deliver and receive
percentages divided into buys and sells.

9. 3. Finally, the Quality Control Report lists daily activity in trade date/settlement date order, listing the same
statistics, including ineligible confirmations.

DTC's ID Services Department also has available for institutional customers in the U.S. and abroad, who may
not know that they can affirm directly to DTC, an ID User Manual, an ID User Guide, a “What is DTC?” video
and other educational materials.

Please call the DTC's ID Services Department at (212)709-1631 for a complete listing of available
educational material.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
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August 4, 1993

  

Member Firm Regulation

PLEASE ROUTE TO MARGIN, CASHIER, COMPLIANCE, ACCOUNT TRANSFER (412) AND DATA PROCESSING
DEPARTMENTS

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF OPERATIONS OFFICERS/PARTNERS

SUBJECT: COMBINATION OF THE BOOKS AND RECORDS OF SMITH BARNEY SHEARSON INC.

The combination of the account files of Smith Barney Shearson Inc. is to take place as of the close of
business September 5, 1993. The entire former Smith Barney, Harris Upham account file will be converted
into the existing Shearson account number system forming the new firm account file for Smith Barney
Shearson Inc.

Member organizations contemplating account transfers from the former Smith Barney system (clearing
number 006) during the week of August 30 to September 3 are requested to delay submitting the Transfer
Initiation Form (TIF) until September 7, 1993. At that time, the TIF should be submitted to Smith Barney
Shearson Inc. (clearing number 418). To ensure timely completion of the account transfers, member
organizations are urged to obtain new account numbers for the Smith Barney Shearson accounts during the
week of August 30, 1993 by contacting any of the below listed personnel located on the 18th floor at 388
Greenwich Street, New York, NY 10013.

   Michael Brusco   (212)464-4634

   Edward Sala      (212)464-4636

   Theresa Malde    (212)356-2769

Questions concerning the conversion which are not related to obtaining a new account number may be
directed to Phyllis L. Yermanock at (212)656-5453.

Salvatore Pallante

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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July 30, 1993

  

Market Surveillance

 ATTENTION: TRADING DESKS, ORDER ROOMS, COMPLIANCE DIRECTORS

TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: MARKING SELL ORDERS “LONG” OR “SHORT”

The question has been raised as to whether the omission of the required marking of a sell order, with the
belief that such omission will be understood as an indication that the order is for a “long” sale, constitutes
compliance with Rule 10a-1(c) of the 134 Act and Exchange Rule 440B.13.

Rule 10a-1(c) under the Securities Act of 1934, states in relevant part:

No broker or dealer shall, by use of any facility of a national securities exchange, effect any sell order on a
national securities exchange unless such order is marked either “long” or “short.”

and

Exchange Rule 440B.13 states in relevant part:

“Every sell order (including odd-lots) in a security subject to the rule, which is executed on any exchange or
by means of any instrumentality of interstate commerce, whether originated or handled by a member, must be
marked whether it is “long” or “short.”

Each sell order must be affirmatively marked “long” or “short” to be in compliance with the above rules.

You are requested to bring this matter to the attention of your personnel so that full compliance with these
requirements may be achieved.

Robert J. McSweeney

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
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Member Firm Regulation

PLEASE ROUTE TO CREDIT, COMPLIANCE, FINANCIAL, OPERATIONS P&S. TRADING AND UNDERWRITING
DEPARTMENT

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: MANAGING PARTNER/CHIEF EXECUTIVE OFFICER AND SUBSCRIBERS

SUBJECT: BRITISH TELECOMMUNICATIONS PLC AMERICAN DEPOSITARY SHARES - NYSE, SEC
AND FRB REQUIREMENTS AND GUIDELINES

1. The underwriting of British Telecommunications plc, American Depositary Shares (“ADS”) is scheduled,
subject to effectiveness of registration under the Securities Act of 1933, on or about July 19, 1993. As
indicated in the preliminary prospectus dated June 29, 1993:

- Upon full payment of die purchase price plus amounts in respect of UK stamp duty reserve tax applicable
only to the second and final installments (currently 1 1/2% of each installment), each American Depositary
Share will represent ten Ordinary Shares of British Telecommunications plc. The first installment may
also include an additional amount (the ‘settlement amount’) payable because the settlement date for U.S.
investors is later than that for other investors in the International Tender Offer.

- Prior to full payment, the American Depositary Shares will be represented by Interim American Depositary
Shares (Interim ADSS), which will be evidenced by American Depositary Receipts in interim form (Interim
ADRS). Upon full payment, they will be evidenced by American Depositary Receipts (ADRS) in final form.

- Interim ADSs are expected to begin trading “Regular Way” on the Exchange on July 19, 1993.

- The ADSs are offered at a price payable in three instalments. The first instalment, due upon delivery,
will be at a U.S. dollar equivalent of 16 British pounds sterling per ADS (the equivalent of U.S. $23.86 at a
conversion rate of $1.491) plus the settlement amount, if any. The second installment due on March 1, 1994
will be a U.S. dollar equivalent of 14.00 British pounds sterling and the final installment due on October 11,
1994 will be a U.S. dollar equivalent of 12.00 British pounds sterling.

- Holders of the Interim ADSs are responsible for payment of the second and final installments plus amounts
in respect of UK stamp duty reserve tax (currently 1 1/2% of each instalment)

Member organizations should review their operations and systems and coordinate with NSCC, DTC and
Morgan Guaranty Trust Company, N.Y., the “Depositary”, to assure themselves that the Interim ADSs are
processed appropriately.

In view of some of the unique aspects of this offering, the Exchange wishes to advise member organizations
of certain special requirements which have been adopted as well as reiterate applicable existing regulations.

2. Margin Requirements 1 

1. Federal Reserve Board Regulation T - In accordance with Regulation T, any security that is registered
on or has unlisted trading privileges on a national securities exchange is a “margin security” and may be
purchased or carried in a margin account. The margin required on a “margin security” is 50% of the current
market value.
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Since the ADSs will be listed and traded on the Exchange, they are eligible for margin privileges. However,
members of the underwriting and selling group, under Section 11 (d)(1) of the Securities Exchange Act of
1934, are subject to certain restrictions before they can extend credit on the ADSs (see discussion below).

2. New York Stock Exchange Rule 431 - The Exchange Rule 431 initial and maintenance margin
requirements for customers are: 25% of the current market value of all ADSs “long” in the account; $5
per ADS or 30% of the current market value of the ADS, whichever is greater, of each ADS “short” in the
account selling at $5 per ADS or above; and $2.50 per ADS or 100% of the current market value of the ADS,
whichever is greater, of each ADS “short” in the account selling at less than $5 per ADS. In addition, on new
transactions, the Rule requires a minimum equity in margin accounts of at least $2,000, except that cash
need not be deposited in excess of the cost of any ADS purchased.

The Exchange has determined that the ADSs shall be subject to the above existing maintenance
requirements. However, the Exchange will closely monitor the market activity and price volatility of the ADSs
and, if appropriate, impose higher requirements as permitted under Rule 431(f)(8).

Member organizations should also closely monitor activity in the ADSs with a view toward imposing higher
“house” maintenance requirements, when appropriate, in order to maintain sufficient equity in customer's
margin accounts because of the installment payment method of ADSs.

3. Securities Exchange Act of 1934, Section 11(d)(1) - This provision prohibits a person who is both a broker
and a dealer from extending credit to a customer on any security which is part of a new issue where the
broker-dealer is a member of a selling syndicate or underwriting group for such new issue. In addition to
prohibiting the extension of credit in connection with the original sale of the security, the Section prohibits the
security from being used as collateral in connection with other transactions between the customer and such
broker-dealer. These prohibitions shall be in effect for 30 days commencing as follows:

Selling group participants - from the date on which the broker-dealer completes its distribution.

Underwriters - from the date when both the distribution is completed and the underwriting agreement is
terminated.

3. SEC Capital and Reserve Formula Requirements

Due to the unusual aspects of the offering, the Securities and Exchange Commission has approved special
Capital, Reserve Formula and Custody and Control of Securities requirements until October 18,1994 as
outlined below.

1. Capital Requirements (SEA Rule 15c3-1)

2. Proprietary Positions - Member organizations computing net capital under the basic or alterative methods
will be subject to a net capital charge equal to 15% of the sum of the market value of the Interim ADSs plus
the estimated contractual liability (based on prevailing exchange rates) for any unpaid installments. For
example, if after payment of the second installment, the Interim ADSs are selling at $42.00, the deduction
under the basic and alterative methods would be $42.00+$18.00 (hypothetical cost of final installment)×.15=
$9.00 per Interim ADS.

3. Underwriting Positions - Underwriters shall be subject to a capital charge equal to 15% of the total offering
price (based upon prevailing exchange rates) on the day registration of the Interim ADSs becomes effective
(e.g. an offering price based on an exchange rate of $1.50, would be the equivalent of $24.00 per Interim
ADS, with an initial offering price of 16.0 British pounds sterling, and would result in a charge of $3.60 per
Interim ADS). This charge would apply to member organizations computing net capital under the basic or
alternative method. The initial capital charge on the total offering subsequently can be reduced to the extent
that sales are confirmed to customers.

4. Reserve Formula (SEA Rule 15c3-3) - Ledger credits and adequately secured debits relating to customers'
transactions in the ADSS are to be included in the Formula Computation. For example, in July 1993,
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ledger debits and credits relating to the first Interim ADSs must be included in the Reserve Formula
Computations. When the second Interim and final ADSs are traded regular way in March 1994 and October
1994, respectively, ledger debits and credits relating to those ADSs must be included in the Reserve Formula
Computation.

5. Custody and Control of Securities (SEA Rule 15c3-3) - The adjusted ledger debit used for the purpose of
calculating die value of excess margin securities based on 140% should not include the liability to pay the
second and third installments respectively until the second Interim or final ADSs, as the case may be, are
traded regular way.

4. Operational Procedures

The Exchange will monitor the operational aspects of the offering within member organizations and the
clearing agencies and, if necessary, implement any special procedures or reporting mechanisms that may be
appropriate.

5. Disclosure of Customer's Liability

Member organizations should take extraordinary measures to insure that customers are aware of
the installment nature of payment for the ADSS, and the obligation of the holder of Interim ADRs to
make payment of future installments. Pursuant to Rule 401 (Business Conduct) members and member
organizations shall, at a minimum, make appropriate disclosure to all customers who purchase Interim ADSs
of the remaining installments and the amounts payable in U. S. dollars at the then prevailing exchange rate.
Such disclosure must be made at or before the completion of the transaction:

1) as part of the trade confirmation (either by imprinting or stamping) or,

2) as separate notification (which must accompany the trade confirmation).

The Exchange suggests the following language be imprinted on trade confirmations. The language
necessarily is abbreviated due to limitations of available space on, and computer processing of,
confirmations.

6. FOR FIRST INTERIM ADSs

BUYER ASSUMES OBLIG TO PAY 2D INSTL OF 14.00 PDS. STLG. EACH PLUS UK TAX

FOR SECOND INTERIM ADSs

BUYER ASSUMES OBLIG TO PAY FINAL INSTL OF 12.00 PDS. STLG.PLUS UK TAX

Member organizations that stamp confirmations or use a separate notification for disclosure will be expected
to use language less abbreviated than that suggested above.

The Exchange suggests that after each purchase of Interim ADSS, the first monthly statement of account
sent to customers, or a separate notice sent at or about the same time, should fully disclose: 1) the
customer's liability for, and the amount of, remaining installments payable in U.S. dollars at the then prevailing
exchange rate into British pounds sterling, and 2) that their position in Interim ADSs may be liquidated in
the event of non-payment of the remaining installments. Members and member organizations are also
encouraged to send such disclosures with all monthly statements sent to customers so long as the customer
owns the security.

Members and member organizations should consult with their counsel on the exact disclosure language to be
used and the manner in which that disclosure should be made.

Members and member organizations should also hold educational seminars and/or distribute appropriate
written materials to sales personnel prior to the effective date of the offering in order to insure their familiarity
with the unusual nature of the offering.
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* * *

MEMBER ORGANIZATIONS SHOULD REVIEW CAREFULLY THE PRELIMINARY PROSPECTUS DATED JUNE 29,
1993 AND THE FINAL PROSPECTUS.

* * *

Questions regarding margin requirements should be directed to Richard Nowicki (212) 656-3295 or Steven
Levine (212) 656-7080. Questions on other subjects discussed in this memorandum should be directed to
your Finance Coordinator.

Raymond J. Hennessy

Vice President

RETAIN ALL INTERPRETATION/INFORMATION MEMOS FOR FUTURE REFERENCE

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  As used herein the term "ADS" includes Interim and Final ADSs
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July 9, 1993

  

Market Surveillance

PLEASE REMEMBER THAT AUXILIARY OPENING PROCEDURES WILL BE IN EFFECT EVERY MONTH

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Procedures for Handling Market-on-Close Orders on July 16,
1993 (“Expiration Friday”)

Members and member organizations are reminded that auxiliary opening procedures and special procedures
for handling market-on-close orders will again be implemented on July 16, 1993, expiration Friday. Please
refer to Information Memo 93-16 for details. Copies are available at the main money Desk on the Floor.

The July 16, 1993 expiration Friday pilot stock lists are attached.

Please note that only opening procedures apply to the MidCap-related list.

For more detailed information or if you have any questions, you may call Mr. David Leibowitz at (212)
656-4588 or Ms. Carol Krusik at (212) 656-4597.

Robert J. McSweeney

Senior Vice President

                            

Attachments

          

1. Expiration Friday Pilot Stocks - July 16, 1993

   ABT       ABBOTT LABORATORIES

   AXP       AMERICAN EXPRESS COMPANY

   AHP       AMERICAN HOME PRODUCTS CORPORATION
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   AIG       AMERICAN INTERNATIONAL GROUP INC.

   T         AMERICAN TELEPHONE AND TELEGRAPH

   AIT       AMERITECH CORP.

   AN        AMOCO CORPORATION

   ARC       ATLANTIC RICHFIELD COMPANY

   *ONE      BANC ONE CORPORATION

   BAC       BANKAMERICA CORPORATION

   BEL       BELL ATLANTIC CORPORATION

   BLS       BELLSOUTH CORPORATION

   BMY       BRISTOL MYERS SQUIBB COMPANY

   CHV       CHEVRON CORPORATION

   C         CHRYSLER CORP.

   KO        COCA-COLA COMPANY

   DOW       DOW CHEMICAL COMPANY

   DD        DU PONT COMPANY

   EK        EASTMAN KODAK COMPANY
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   XON       EXXON CORPORATION

   FNM       FEDERAL NATIONAL MORTGAGE ASSOCIATION

   F         FORD MOTOR COMPANY

   GE        GENERAL ELECTRIC COMPANY

   GM        GENERAL MOTORS CORPORATION

   GTE       GTE CORPORATION

   HWP       HEWLETT-PACKARD COMPANY

   HD        HOME DEPOT INC.

   IBM       INTERNATIONAL BUSINESS MACHINES CORP.

   IP        INTERNATIONAL PAPER COMPANY

   JNJ       JOHNSON AND JOHNSON

   MCD       MCDONALDS CORPORATION

   MRK       MERCK AND COMPANY INC.

   MMM       MINNESOTA MINING AND MANUFACTURING

   MOB       MOBIL CORPORATION

   MOT       MOTOROLA INC.
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   NYN       NYNEX CORPORATION

   PAC       PACIFIC TELESIS GROUP

   PEP       PEPSICO INC.

   PFE       PFIZER INC.

   MO        PHILIP MORRIS COS. INC.

   PG        PROCTER AND GAMBLE COMPANY

   RD        ROYAL DUTCH PETROLEUM COMPANY

   SLB       SCHLUMBERGER LTD.

   S         SEARS ROEBUCK COMPANY

   SBC       SOUTHWESTERN BELL CORPORATION

   TX        TEXACO INC.

   UN        UNILEVER N.V. ORD SHARES

   USW       U.S. WEST INC.

   WMT       WAL-MART STORES INC.

   DIS       WALT DISNEY COMPANY

   WMX       WMX TECHNOLOGIES INC.
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This list consists of the 50 highest weighted S&P 500 stocks based on market values as of July 2, 1993 and
the 20 Major Market Index stocks. The indicated (*) stock has been added to the list and PCG and TWX have
been deleted.

         

2. MidCap Index Expiration Friday stocks - July 16, 1993

   ABX          American Barrick Resources Corporation

   BK           Bank of New York Company, Inc.

   BR           Burlington Resources Inc.

   GME          General Motors Corp. Class E

   IGT          International Game Technology

   KEY          Keycorp

   MS           Morgan Stanley Group Inc.

   LUV          Southwest Airlines Company

   UNH          United Healthcare Corporation

   WB           Wachovia Corporation

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of July 2,
1993.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Market Operations

 TO: All Members and Managing Partners/Chief Executive Officers and Senior Operations Partners/Officers of
all Member Organizations/Purchase and Sales Managers

SUBJECT: Full Implementation of “T+1” Overnight Comparison in Listed Bonds

Effective with trades of June 21, 1993, the Exchange shortened the time period for resolving “Questioned
Trades” (“QTs”) in listed bonds from “T+2” to “T+1”. Based on the successful implementation of this interim
phase, the Exchange has determined to fully implement “T+1” overnight comparison in listed bonds by
reducing the close-out procedures from “T+5” to “T+1”. The Securities and Exchange Commission has
approved a number of rule changes to fully implement “T+1” comparison in listed bonds.

Therefore, effective with trades of Wednesday, June 30, 1993, members and member organizations are
required to resolve or close-out uncompared transactions in listed bonds by the close of business on trade
date plus one (“T+1”). This final step will conclude the New York Stock Exchange's “T+1” comparison effort.
A capsuled summary of the appropriate rule changes appears on the reverse side of this notice. Attached is a
summary of the “T+1” Overnight Comparison System procedures for listed bonds.

A copy of the texts of the specific rule changes are available on request by calling Stanley Jacoby at (212)
656-4587. The rule amendments will appear in a future supplement of the New York Stock Exchange Guide,
published by the Commerce Clearing House, Incorporated.

Questions regarding these rule amendments should be addressed to Dennis Covelli at (212) 656-6918 or
Stanley Jacoby at (212) 656-4587.

Catherine R. Kinney

Executive Vice President

1. NYSE Rule Changes for “T+1 “Overnight Comparison in Listed Bonds

130. Rule 130 - Requires uncompared trades in listed bonds to be compared or closed out on “T+1”. A
further amendment requires clearing members to submit transaction data in listed bonds to the Exchange for
comparison, unless effected for “Ex-Clearing House” comparison a nil settlement.

133. Rule 133 - Contains procedures for comparing transactions “Ex-Clearing House” and extends the “T+1”
compare or close-out requirements to transactions that are compared under those procedures.

134. Rule 134 - Makes the operational procedures for the electronic resolution of uncompared transactions in
listed stocks applicable to listed bonds, since they are now the same.

134B. Rule 134.B - This Rule has been rescinded since uncompared transactions in listed bonds through the
use of paper forms is no longer acceptable.

135. Rule 135 - Provides procedures for resolving uncompared bond transactions that were compared “Ex-
Clearing House” and subjects them to the “T+1” close-out provisions of Rule 130.

136. Rule 136 - Provides for the comparison of listed bond transactions that were submitted to the Exchange
for comparison, but for some reason, the comparison was not effected.
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137. Rule 137 - Extends the “T+1” compare or close-out requirements to transactions in listed bonds for
“seller's option” settlement for more than seven days.

142. Rule 142 - This Rule provides that a transaction cannot be created or cancelled because an error was
made in the comparison of or in a failure to compare a transaction that was submitted to a Qualified Clearing
Agency. An amendment applies the Rule to transactions submitted to the Exchange for comparison.

2. OCS Correction System Procedure for Listed Bonds

•Applies to all “regular way”, “next day” and “seller's option” transactions in listed bonds,except those effected
in the ABS.

•Clearing members shall adjust uncompareds on T+1 by making any necessary additions,deletions or
corrections no later than 12:00 PM on T+1. Additions require execution times and badge numbers.

•Beginning at 12:01 PM on T+1 (or earlier for “next day” trades), clearing members that executed their
uncompared trades shall begin to resolve them.

•If a “$2” broker represented a clearing firm, he shall be notified no later than 1:00 PM on T+1 by the clearing
firm presenting him with a copy of the System printout along with copies of all relevant Floor Reports.

•If a “$2” broker “knows” a transaction, but the firm that he “gave-up” does not, then the “$2” broker must
have the transaction cleared for own account. In that regard, a member who has made an error in effecting a
transaction may avail himself of the provisions of Rule 134(d)(ii).

•Clearing firms shall resolve all of their uncompared trades in the System as either OK or DK no later than
6:00 PM on T+1 (2:00 PM for “next day” trades). In order to assist clearing firms in complying with this
requirement, “$2” brokers that represented clearing firms must respond to clearing firms no later than 5:00
PM on T+1.

•Transactions OK'd may not later be DK'd, and transactions DK'd may not later be OK'd.

•Transactions resolved as DK may be closed out under the provisions of Rule 283.

• It is important to know that on and after June 30, 1993, these procedures require uncompared transactions
to be “closed out” on the business day following the trade date.

REVISED

6/30/93

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Market Surveillance

 TO: Members and Member Organizations

SUBJECT: Amendment to ITS Pre-Opening Rule 15

The Securities and Exchange Commission recently approved amendments to the ITS Plan and
corresponding NYSE Rule 15 pertaining to a cancellation (“CXL”) issued after a pre-opening notification.

The rule change redefines the CXL to indicate that the security which was the subject of a pre-opening

notification will open at or within the applicable price change parameter *  . By contrast, under the old rule, the
CXL meant that the stock would; i) open at or within the applicable price change parameter, and ii) outside
the price range of the original pre-opening notification.

Example: A specialist sends out a pre-opening notification of 30 - 30 1/2 in a stock that closed (CTA close) at
30. Subsequent to sending out the notification, the specialist receives sell orders indicating that the stock will
be opened at 29 7/8 outside the 30 - 30 1/2 price range. The specialist then sends out a CXL - which. under
the old rule, meant that the stock would open at either 29 3/4 or 29 7/8. The specialist then receives more buy
orders or cancellations of the sell orders and opens the stock at 30. Under the old rule, the specialist would
be required to re-indicate the stock since 30 was within the price range of the original indication. Under the
new rule, the specialist would not be required to re-indicate as long as the stock will be opened at or within
the applicable price change parameter of the CTA closing price - here, 29 3/4 - 30 1/4.

The new ITS and NYSE rules will become effective on June 28, 1993. Questions concerning this rule may be
directed to Arnold Kotier - 212-656-6543.

Robert J. McSweeney

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

*  The applicable price change parameters in Tape A securities are: Under $15 - 1/8 point; $15 and
over-1/4 point. If the previous day's consolidated closing price exceeds $100 and the security does not
underlie an individual stock option contract listed and currently trading on a national securities exchange,
the applicable price change is one point.
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Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: OPERATIONS, LEGAL AND COMPLIANCE DEPARTMENTS

SUBJECT: BOOK-ENTRY SETTLEMENT OF SECURITIES TRANSACTIONS - NEW RULE 226

By Release No. 34-32455, dated June 11, 1993, the Securities and Exchange Commission approved
Exchange Rule 226 (attached as Exhibit A) requiring book-entry settlement of securities transactions along
with similar rules filed by the American Stock Exchange, the Boston Stock Exchange, the Midwest Stock
Exchange, the National Association of Securities Dealers, the Philadelphia Stock Exchange and the Pacific
Stock Exchange.

The new rule implements a book-entry settlement requirement (subject to certain exceptions) with respect to
securities eligible for deposit and transfer at a securities depository registered as a clearing agency with the
Commission under Section 17A of the Securities Exchange Act of 1934.

Implementation of the new rule by the various self-regulatory organizations will result in uniform book-entry
settlement requirements for transactions in depository-eligible securities between self-regulatory organization
members and transactions in such securities between such members and their clients where settlement
is effected on a delivery-versus-payment or receipt-versus-payment basis. It also will ensure that the vast
majority of securities transactions effected in the U.S. market will be settled by book-entry.

The rule does not apply to or affect (a) the manner in which member organizations settle transactions
with traditional retail customers, (b) settlement of transactions in securities that are not depository-
eligible, nor (c) transactions in which settlement occurs outside the United States.

Exceptions to the book-entry settlement requirements of the rule are made for transactions to which it would
otherwise apply for (i) transactions for same-day settlement where the deliverer cannot by reasonable efforts
deposit the securities prior to a depository's cut-off time for same-day crediting of deposited securities and
(ii) other special transactions where the deliverer cannot by reasonable efforts deposit the securities prior
to a cut-off date that is established by a depository. The latter exception is intended to address corporate
reorganizations or other extraordinary activities where a deliverer is unable by reasonable effort to meet a
delivery cut-off time established by a depository.

In order to provide broker/dealers with sufficient time to implement internal systems and procedures for
compliance with the requirements, the rule will become effective on August 10, 1993.

Questions relating to this matter should be directed to Raymond J. Hennessy at (212)656-8338.

Salvatore Pallante

Senior Vice President

A. Exhibit A

226. New Rule 226

1. Uniform Book-Entry Settlement
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(a) Each member and member organization shall use the facilities of a securities depository for the book-entry
settlement of all transactions in depository eligible securities with another member or member organization or
a member of a national securities exchange or a registered securities association.

(b) Each member or member organization shall not effect a delivery-versus-payment or receipt-versus-
payment transaction in a depository eligible security with a customer unless the transaction is settled by book-
entry using the facilities of a securities depository.

(c) For purposes of this rule, the term “securities depository” shall mean a securities depository registered as
a clearing agency under Section 17A of the Securities Exchange Act of 1934.

(d) The term “depository eligible securities” shall mean securities that (i) are part of an issue (securities
identified by a single CUSIP number) of securities that is eligible for deposit at a securities depository and
(ii) with respect to a particular transaction, are eligible for book-entry transfer at the depository at the time of
settlement of the transaction.

(e) This rule shall not apply to transactions that are settled outside of the United States.

(f) The requirements of this rule shall supersede any inconsistent requirements under other Exchange rules.

(g) This rule shall not apply to any transaction where the securities to be delivered in settlement of the
transaction are not on deposit at a securities depository and:

(i) if the transaction is for same-day settlement, the deliverer cannot by reasonable efforts deposit the
securities in a securities depository prior to the cut-off time established by the depository for same-day
crediting of deposited securities, or

(ii) the deliverer cannot by reasonable efforts deposit the securities in a depository prior to a cut-off date
established by the depository for that issue of securities.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Market Surveillance

PLEASE PAY SPECIFIC ATTENTION TO MOC PROCEDURES LISTED BELOW THAT PERTAIN TO THE
QUARTERLY INDEX EXPIRATION

 NOTE THAT ON THE LAST TRADE DATE OF EACH QUARTER, MOC ORDERS IN ALL STOCKS
PERTAINING TO INDEX STRATEGIES RELATING TO EXPIRING CONTRACTS MUST BE IN BY 3:00 PM.
ALSO, NO CANCELLATIONS OF Moc ORDERS IN ANY STOCKS ARE PERMITTED AFTER 3:45 P.M. SEE
PAGES 2 THROUGH 4 FOR DETAILS

TO: All Members and Member organizations

FROM: Market Surveillance

SUBJECT: Procedures for Handling Market-on-Close Orders on Wednesday, June 30, 1993 (“Quarterly Index
Expiration”)

1. QUARTERLY INDEX EXPIRATIONS

The Securities and Exchange Commission has recently approved the listing and trading on the Chicago
Board options Exchange Inc. and on The American Stock Exchange, Inc. of Quarterly Index Expirations
(QIX), options on several stock indexes that will expire on the first business day following the end of each
calendar quarter. The exercise settlement value of QIXs will be based on the closing value of the index on the
last trading day of each calendar quarter.

The Exchange has in place, on a pilot basis on expiration Fridays, special auxiliary closing procedures
designed to handle the large order flow and possible order imbalances associated with expiring derivative
products. In view of the introduction of QIXS, the Exchange believes it is appropriate to extend the use of
auxiliary closing procedures to the last trading day of each calendar quarter.

2. IMPORTANT NEW PROCEDURES RELATING TO END-OF-QUARTER EXPIRING OPTIONS WILL BE
IMPLEMENTED WITH THE JUNE 30, 1993 EXPIRATION:

•THE “QUARTERLY PILOT STOCKS” ARE THE 50 HIGHEST CAPITALIZED STOCKS IN THE S&P 500
INDEX, ANY COMPONENT STOCKS OF THE MAJOR MARKET INDEX NOT INCLUDED IN THIS GROUP,
AND THE 10 HIGHEST CAPITALIZED STOCKS OF THE S&P MIDCAP 400 INDEX. THE QUARTERLY
PILOT LIST IS ATTACHED.

•NO MOC ORDERS RELATED TO A STRATEGY INCLUDING ANY STOCK INDEX OPTIONS IN
EXPIRING CONTRACTS MAY BE ENTERED AFTER 3:00 P.M. IN ANY STOCK. ORDERS TO ESTABLISH
POSITIONS MAY BE ENTERED IN NON-PILOT STOCKS UNTIL 4:00 P.M., AND TO OFFSET A
PUBLISHED IMBALANCE IN THE PILOT STOCKS.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:45 P.M. IN ANY STOCK.

•THERE WILL BE IMBALANCE PUBLICATIONS AT 3:00 P.M., 3:30 P.M. and 3:45 P.M. IN THE PILOT
STOCKS ONLY.

3. DETAILED DISCUSSION IS PROVIDED BELOW.
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Members and member organizations are advised that the closing procedures for the last trade date prior to
the quarterly index expiration will be implemented on Wednesday, June 30, 1993 as indicated below.

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies on the last trade date prior to each quarter's expiration as
well as on regular, monthly expiration Fridays.

4. PROCEDURES RELATING TO THE CLOSE

Procedures for MOC orders are used for each quarterly index expiration. Applicable MOC orders are those
relating to a strategy involving any stock index options in all stocks. These procedures have been filed as a
rule with the SEC.

The cut-off time is 3:00 p.m. for the entry of MOC orders that relate to a strategy including any expiring stock
index options. This requirement applies to all stocks, not just pilot stocks. These closing procedures will be
implemented with the June 30, 1993 quarterly index expiration and each quarterly index expiration thereafter.

1. Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

2. Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:45 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will be permitted after 3:45 p.m.

3. Special Procedures on Limitation of Entry of Orders and Publication of Imbalances in Quarterly Pilot Stocks

You must, as stated above and required for all stocks, enter all MOC orders, in positions relating to a strategy
involving any expiring stock index options by 3:00 p.m. eastern time. In addition, as described below, there
are special limitations regarding the subsequent entry of orders, and special procedures for publication of
imbalances, that are applicable only to pilot stocks (see attached list). It should be noted that, pursuant to
Rule 13, an order for execution at the close may only be entered for execution at-the-market; ‘limit-at-the-
close’ orders are not permitted.

As soon as possible after 3:00 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
90,000 shares or more that existed at 3:00 p.m. in those pilot stocks. Additionally, as soon as possible after
3:30 p.m., the Exchange will again publish on the tape any imbalance of MOC orders of 50,000 shares or
more that existed at 3:30 p.m. For those pilot stocks that had imbalance notices published at 3:00 p.m. and
there is no imbalance of 50,000 shares or more at 3:30 p.m., the Exchange will publish a “No Imbalance”
message. If a pilot stock does not have an imbalance message printed at 3:00 p.m., no MOC orders will
be permitted in that stock unless, at 3:30 p.m., due to cancellations, a 50,000 share or more imbalance is
published, If that occurs, MOC orders will be permitted to offset the imbalance published at 3:30 p.m. If a
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“No Imbalance” notice is published in a pilot stock at 3:30 p.m., no Moc orders will be permitted. A third time,
as soon as possible after 3:45 p.m., the Exchange will publish imbalances of 50,000 shares or more in the
pilot stocks. For those pilot stocks that had imbalance notices published at 3:30 and there is no imbalance
of 50,000 shares or more at 3:45 p.m., the Exchange will publish a “No Imbalance” message. If a pilot stock
does not have an imbalance message printed at 3:30 p.m., no MOC orders will be permitted in that stock
unless at 3:45 p.m., due to cancellations, a 50,000 share or more imbalance is published. If that occurs,
MOC orders will be permitted to offset the imbalance published at 3:45 pm. If a “No Imbalance” notice is
published in a pilot stock at 3:45 p.m., no MOC orders will be permitted in that stock. While MOC orders
previously entered may be cancelled or reduced in size until 3:45 p.m., once a publication of an imbalance
in a pilot stock has been made, any MOC orders subsequently entered in such pilot stock will be accepted
only to trade on the opposite side of the market in relation to such published imbalance. The liquidation of
positions relating to a strategy involving any stock index options using MOC orders entered after 3:00 p.m. is
not permitted, even if such orders might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:45 p.m. may not reflect the imbalance that exists at the close.

The procedures stated in this section relate only to the quarterly pilot stocks. Regular procedures, including
revised procedures for all stocks that are stated on Pages Two and Three, will apply to all other listed
securities.

4. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they may be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

5. “G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

6. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
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the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a)(2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
David Leibowitz at (212) 656-4588.

Robert J. McSweeney

Senior Vice President

                                

Attachments

          

5. Quarterly Index Expiration Pilot Stocks - June 30, 1993

   ABT              ABBOTT LABORATORIES

   AUX              AMERICAN BARRICK RESOURCES CORPORATION

   AXP              AMERICAN EXPRESS COMPANY

   AHP              AMERICAN HOKE PRODUCTS CORPORATION

   AIG              AMERICAN INTERNATIONAL GROUP INC.

   T                AMERICAN TELEPHONE AND TELEGRAPH

   AIT              AMERITECH CORP.

   AN               AMOCO CORPORATION
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   ARC              ATLANTIC RICHFIELD COMPANY

   BAC              BANKAMERICA CORPORATION

   BK               BANK OF NEW YORK, INC.

   BEL              BELL ATLANTIC CORPORATION

   BLS              BELLSOUTH CORPORATION

   BMY              BRISTOL MYERS SQUIBB COMPANY

   BR               BURLINGTON RESOURCES INC.

   CHV              CHEVRON CORPORATION

   C*               CHRYSLER CORP.

   KO               COCA-COLA COMPANY

   DOW              DOW CHEMICAL COMPANY

   DD               DU PONT COMPANY

   EK               EASTMAN KODAK COMPANY

   XON              EXXON CORPORATION

   FNM              FEDERAL NATIONAL MORTGAGE ASSOCIATION

   F                FORD MOTOR COMPANY
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   GE               GENERAL ELECTRIC COMPANY

   GM               GENERAL MOTORS CORPORATION

   GME              GENERAL MOTORS CORP. CLASS E

   GTE              GTE CORPORATION

   HWP              HEWLETT-PACKARD COMPANY

   HD               HOME DEPOT INC.

   IBM              INTERNATIONAL BUSINESS MACHINES CORP.

   IGT              INTERNATIONAL GAME TECHNOLOGY

   IP               INTERNATIONAL PAPER COMPANY

   JNJ              JOHNSON AND JOHNSON

   KEY              KEYCORP

   MCD              MCDONALDS CORPORATION

   MRK              MERCK AND COMPANY INC.

   MMM              MINNESOTA MINING AND MANUFACTURING

   MOB              MOBIL CORPORATION

   MS               MORGAN STANLEY GROUP INC.
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   MOT              MOTOROLA INC.

   NYN              NYNEX CORPORATION

   PCG              PACIFIC GAS & ELECTRIC CO.

   PAC              PACIFIC TELESIS GROUP

   PEP              PEPSICO INC.

   PFE              PFIZER INC.

   MO               PHILIP MORRIS COS. INC.

   PG               PROCTER AND GAMBLE COMPANY

   RD               ROYAL DUTCH PETROLEUM COMPANY

   SLB*             SCHLUMBERGER LTD.

   S                SEARS ROEBUCK COMPANY

   LUV*             SOUTHWEST AIRLINES COMPANY

   SBC              SOUTHWESTERN BELL CORPORATION

   TX               TEXACO INC.

   TWX*             TIME WARNER INC.

   UN               UNILEVER N.V. ORD SHARES
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   UNH*             UNITED HEALTHCARE CORPORATION

   USW              U.S. WEST INC.

   WB               WACHOVIA CORPORATION

   WMT              WAL-MART STORES INC.

   DIS              WALT DISNEY COMPANY

   WMX              WMX TECHNOLOGIES INC.

The “quarterly pilot stocks” are the 50 highest capitalized stocks in the S&P 500 Index based on market
values as of June 4, 1993, any component stocks of the Major Market Index not included in this group, and
the 10 highest capitalized stocks of the S&P MidCap 400 Index, based on market values as of June 4, 1993.
The indicated (*) stocks have been added since the last QIX pilot, and BUD, CRA, K, LLY and NU have been
deleted.

6. MEMORANDUM

Date: June 21, 1993

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Quarterly Index Expiration” Market-on-Close (MOC) Orders

1. MOC Orders

Q. How do you determine the price at which to print the “stop ped stock”?

A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering Bide and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

Q. If there was no MOC imbalance of 50,000 or more shares in a pilot stock at 3 p.m., but due to
MOC order cancellations, an imbalance of 50,000 or more shares exists at 3:30 p.m., should it be
disseminated?

A. Yes. Subsequently, contra side MOC orders may be entered.

Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
Bell “plus” orders.

   1. Example #1   200,000 buy MOC
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                    50,000 sell MOC

                    50,000 sell plus MOC

                    25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

   2. Example #2   100,000 sell MOC

                    50,000 buy MOC

                    25,000 buy minus MOC

                    25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,1000 to sell (S 100,000−B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4-1/2 - last sale 20 3/8

A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus or sell short
order would go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the other
hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus or sell short
order would go ahead of the 20 1/2 limit sell orders on the book because it should be treated like a market
order. Similarly, a market-on-close buy minus order would be treated as a limit order if the last sale was on a
“plus” or “zero plus”, going behind any buy orders limited at 20 1/4. If the last sale was on a “minus” or “zero
minus” tick, the market-on-close buy minus order would be treated as a market order and executed ahead of
20 1/4 limit buy orders on the book.

Q. Are limit at-the-close or MOC “short” at-the-close orders permitted?

A. Limit at-the-close orders, where a specific price is indicated, are not allowed. Firms may enter “short” MOC
orders.

Q. Should brokers in the Crowd give the specialist their orders prior to the final bell? How should they
be handled by the specialist?

A. Yes. Brokers in the Crowd should give their orders to the specialist prior to the final bell to allow the
specialist to arrange a closing price. Such orders should be handled like “love” orders on the opening.

Q. Can MOC orders be entered in the pilot stocks if “No imbalance” notice is published at 3:00 p.m.,
3:30 p.m. or 3:45 p.m.?
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A. No MOC orders may be entered if a “no imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.

Q. While a specialist may not accept MOC after a “no imbalance” has been published may a $2 broker
or house broker handle such an order?

A. Firms should not be entering MOC orders in pilot stocks that have a “no imbalance” message published. If
a broker has such an order, the MOC requirement must be taken off.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Market Surveillance

 TO: All Members and Member organizations

FROM: Market Surveillance

SUBJECT: Nonregular-Way Trades

It is important that each member organization have procedures in place to ensure that all nonregular-
way trades (i.e., cash, next day and seller's option) are submitted to Audit Trail either via the Overnight
Comparison System (OCS) or through NSCC. This requirement has been in effect since october 7, 1991.

The attached memorandum, dated July 30, 1991, explains how to make these required nonregular-way
submissions through OCS. If you have questions about how to input this data, please call Robert Hesdra of
Post Trade Services at (212) 656-3859.

If you prefer to submit your nonregular-way transactions directly to NSCC, you should direct any questions to
NSCC Participant Services at (212) 412-8432.

Please direct questions relating to Audit Trail requirements on nonregular-way trades to Carol Krusik of
Market Surveillance at (212) 656-4597.

Robert J. McSweeney

Senior Vice President

Attachment

1. MEMORANDUM

DATE: July 30, 1991

TO: OCS Users, CRJ Participants, Purchase and Sales Managers, Operations Managers and QT Personnel

SUBJECT: Comparison of “Cash” and Other Types of “Ex-Clearing House” Transactions in the OCS

By way of a Circular Letter, dated July 30, 1991, the Exchange announced that “Ex-Clearing House”
transactions made for “Regular Way”, “Seller's Option”, “Next Day” and “Cash” delivery in listed stocks,
rights, warrants, “when issued” and “when distributed” settlement, may be compared through the Overnight
Comparison System. The purpose of this circular is to explain how to enter (key) these types of trades into
the OCS.

1. General

“Ex-clearing House” transactions can be entered into the OCS by accessing the “add” screen and placing
an indicator in the “Special Trade” field (Spec Trad) or the “Trade Type” field, as appropriate. These fields
are explained below. Participants are encouraged to enter some type of indication in the “comments” field -
such as “ex-clearing” - to highlight the fact that these are not for comparison through the facilities of a clearing
organization. If a specialist was not a participant in the transaction, the specialist inhibitor “I” should be placed
in the appropriate location on the screen next to the transaction.
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•The OCS will only compare “Ex-Clearing House” transactions. These trades must be settled between the
parties to the trades.

•The OCS will display the new “Ex-Clearing” indicator (“E”) throughout the System (screen and hardcopy
reports) in the same manner as the “X” for Special Trades is displayed today.

•Clearing firms may not enter “Ex-Clearing House” trades with any NYSE omnibus account as the contra-
party. Specialists may not “match” an “Ex-Clearing House” trade with any NYSE omnibus account.

2. “Regular Way” “Ex-Clearing House” Transactions

“Regular Way”, “Ex-Clearing House” transactions must be entered with the letter “E” in the “Special Trade”
field (Spec Trad). This is a new indicator that informs OCS that the trade is for physical settlement, and can
be added to or removed from a previously entered item by using the “change” function. These trades will not
appear on the NSCC contract sheets or on the CNS/NON-CNS Reports.

3. “Cash”, “Next Day” and “Seller's Option” “Ex-Clearing House” Transactions

These types of transactions must be entered with the appropriate indicator in the “Trade Type” field - “CA” for
“Cash”, “ND” for “Next Day” and a number representing the number of days for delivery for “Seller's Option”
contracts.

Note: CASH, NEXT DAY AND SELLER'S OPTION CONTRACTS COMPARED WITH THE “E” INDICATOR
WILL NOT APPEAR ON CONTRACT SHEETS AND MACHINE READABLE OUTPUT. CASH, NEXT DAY
AND SELLER'S OPTION CONTRACTS COMPARED WITHOUT THE “E” INDICATOR WILL APPEAR ON
CONTRACT SHEETS AND MACHINE READABLE OUTPUT.

4. CPU/CPU Application

The ex-clearing indicator (“E”) will be processed through the OCS computer to computer (CPU to CPU)
application. CPU participants are advised that the “E” indicator is part of the OCS match criteria. The following
fields on the 250 byte cpu message must be modified to read the new indicator.

   Field Name        Position   Relative Value

   Special Trade     085        Space

   Indicator                    X = Special Trade

                                E = Ex-Clearing Trade

   New Special       134        Space

   Trade Indicator              X = Special Trade

                                E = Ex-Clearing Trade
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                                * = Remove Indicator

It is important to note that when the instructions given above are followed, transactions entered into the OCS
will not be settled by any Qualified Clearing Agency.

Questions concerning ex-clearing trades in OCS should be directed to NYSE Post Trade Planning staff listed
below:

Joseph Fawcett (212) 656-8585

Robert Hesdra (212) 656-3859

John Limerick (212) 656-3099

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Market Surveillance

PLEASE REMEMBER THAT AUXILIARY OPENING PROCEDURES WILL BE IN EFFECT EVERY MONTH

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Procedures for Handling Market-on-Close Orders on June 18,
1993(“Expiration Friday”)

Members and member organizations are reminded that auxiliary opening procedures and special procedures
for handling market-on-close orders will again be implemented on June 18, 1993, expiration Friday. Please
refer to Information Memo 93-16 for details. Copies are available at the main Money Desk on the Floor.

The June 18, 1993 expiration Friday pilot stock lists are attached.

Please note that only opening procedures apply to the MidCap-related list.

For more detailed information or if you have any questions, you may call Mr. David Leibowitz at (212)
656-4588 or Ms. Carol Krusik at (212) 656-4597.

Robert J. McSweeney

Senior Vice President

                               

Attachments

           

1. Expiration Friday Pilot Stocks - June 18, 1993

   ABT        ABBOTT LABORATORIES

   AXP        AMERICAN EXPRESS COMPANY

   AHP        AMERICAN HOME PRODUCTS CORPORATION
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   AIG        AMERICAN INTERNATIONAL GROUP INC.

   T          AMERICAN TELEPHONE AND TELEGRAPH

   AIT        AMERITECH

   AN         AMOCO CORPORATION

   ARC        ATLANTIC RICHFIELD COMPANY

   BAC        BANKAMERICA CORPORATION

   BEL        BELL ATLANTIC CORPORATION

   BLS        BELL SOUTH CORPORATION

   BMY        BRISTOL MYERS COMPANY

   CHV        CHEVRON CORPORATION

   C          CHRYSLER CORP.

   KO         COCA COLA COMPANY

   DOW        DOW CHEMICAL COMPANY

   DD         DU PONT COMPANY

   EK         EASTMAN KODAK COMPANY

   XON        EXXON CORPORATION
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   FNM        FEDERAL NATIONAL MORTGAGE ASSOCIATION

   F          FORD MOTOR COMPANY

   GE         GENERAL ELECTRIC COMPANY

   GM         GENERAL MOTORS CORPORATION

   GTE        GTE CORPORATION

   HWP        HEWLETT-PACKARD COMPANY

   HD         HOME DEPOT INC.

   IBM        INTERNATIONAL BUSINESS MACHINES CORP.

   IP         INTERNATIONAL PAPER COMPANY

   JNJ        JOHNSON AND JOHNSON

   MCD        MCDONALDS CORPORATION

   MRK        MERCK AND COMPANY INC.

   MMM        MINNESOTA MINING AND MANUFACTURING

   MOB        MOBIL CORPORATION

   MOT        MOTOROLA INC.

   NYN        NYNEX CORPORATION
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   *PCG       PACIFIC GAS & ELECTRIC CO.

   PAC        PACIFIC TELESIS GROUP

   PEP        PEPSICO INC.

   PFE        PFIZER INC.

   MO         PHILIP MORRIS COS. INC. HOLDING CO.

   PG         PROCTER AND GAMBLE COMPANY

   RD         ROYAL DUTCH PETROLEUM COMPANY

   SLB        SCHLUMBERGER LTD.

   S          SEARS ROEBUCK AND COMPANY

   SBC        SOUTHWESTERN BELL CORPORATION

   TX         TEXACO INC.

   *TWX       TIME WARNER INC.

   UN         UNILEVER N.V. ADRS

   USW        U.S. WEST INC.

   WMT        WAL MART STORES INC.

   DIS        WALT DISNEY COMPANY
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   WMX        WASTE MANAGEMENT INC.

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of June 4, 1993 and
the 20 Major Market Index stocks. The indicated (*) stocks have been added to the list and LLY and ONE
have been deleted.

        

2. MidCap Index Expiration Friday Stocks - June 18, 1993

   ABX        American Barrick Resources Corporation

   BK         Bank of New York Company, Inc.

   BR         Burlington Resources Inc.

   GME        General Motors Corp. Class E

   IGT        International Game Technology

   KEY        Keycorp

   MS         Morgan Stanley Group Inc.

   *LUV       Southwest Airlines Company

   UNH        United Healthcare Corporation

   WB         Wachovia Corporation

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of June 4,
1993. The indicated (*) stock has been added to the list and NU has been deleted.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

1112

http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 93-20

Click to open document in a browser

June 8, 1993

  

Member Firm Regulation

PLEASE ROUTE TO FINANCIAL AND OPERATIONS OFFICER/PARTNER AND COMPLIANCE DEPARTMENT

 TO: MEMBER, MEMBER ORGANIZATIONS AND HANDBOOK SUBSCRIBERS

SUBJECT: SEC Release No. 34-32256 - Concept Release On Derivative Products

The Securities and Exchange Commission recently released a “concept release” on the issue of the net

capital treatment of derivative products. 1   The purpose of the release is to explore and evaluate whether the
net capital rule should be modified to accommodate over-the-counter derivative products markets.

The Commission broadly defines a derivative product as a financial instrument that derives its value from
the performance of other assets including securities, interest rates or indexes. The current net capital
treatment of financial instruments used in formulating derivatives is described in the release and includes
listed and unlisted options, swaps, forwards, futures and options on futures. Credit risk is also recognized
as a significant risk in derivative products. The Commission is requesting comments on the appropriate
capital treatment to reflect the risks of over-the-counter derivative products and has posed 21 questions for
comment.

Comments should be received by the Commission on or before September 10, 1993. All comment letters
should refer to File No. S7-17-93, in triplicate, addressed to Jonathan G. Katz, Secretary, Securities and
Exchange Commission, 450 Fifth St. NW, Washington, D.C. 20549. A copy of the comment should be sent to
New York Stock Exchange Inc., Attention: Paul Saltwick, Manager, 20 Broad St. 23rd Floor, New York, N.Y.
10005.

Any questions concerning this memo should be directed to your Finance Coordinator.

Raymond J. Hennessy

Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  The Securities and Exchange Commission Release No. 34-32256; International Series Release No. 540;
File No. S7-17-93 was published in the Federal Register / Vol. 58, No. 88 / Monday, May 10, 1993.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

1113

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P93-20%2909013e2c855b30ba?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 93-19

Click to open document in a browser

May 25, 1993

   TO: All Members and Member Organizations

SUBJECT: Establishing “Net Change” For, Initial Public Offerings (IPO'S)

The “Net Change” for an equity issue is calculated using the difference between the stock's last price and its
prior day's consolidated closing price as reported to the Consolidated Tape System (CTS).

An Initial Public Offering (IPO) begins trading and last sale reporting on the day of its listing. Therefore, there
in no prior day's closing price to utilize for “Net Change” calculations. Currently, the “Net Change” for an IPO
is the difference between the first reported sale price on its listing day, and the stock's last sale. This process
in only used on the first day of trading.

Effective Wednesday, June 2, the initial offering price of an IPO as reported by the underwriters, rather than
the first reported sale price, will be used to calcul ate “Net Change”. This enhancement will more accurately
reflect the current change in price of an IPO. For example, assume an IPO's offering price is $20 and its
opening trade on the Exchange is $23. If the price subsequently declines and the stock closes at 22 1/4, its
“Net change” for the initial listing date would be+2 1/4.

This effort will be coordinated among the underwriters of the issues, the Exchanges and the vendor
community so that there will be consistency in this calculation.

Note that this new practice does not change current policy which provides that the first trade in the IPO is a
“neutral tick” for regulatory purposes.

Questions on system and operational procedures may be directed to Santo Famularo at (212) 656-2074 or
Robert Ambrosio at (212) 656-5597. Questions on regulatory matters may be directed to Arthur Harris at
(212) 656-6884.

Catherine Kinney

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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May 12, 1993

  

Market Surveillance

PLEASE REMEMBER THAT AUXILIARY OPENING PROCEDURES WILL BE IN EFFECT EVERY MONTH

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Procedures for Handling Market-on-Close Orders on May 21,
1993(“Expiration Friday”)

Members and member organizations are reminded that auxiliary opening procedures and special procedures
for handling market-on-close orders will again be implemented on May 21, 1993, expiration Friday. Please
refer to Information Memo 93-16 for details. Copies are available at the main Money Desk on the Floor.

The May 21, 1993 expiration Friday pilot stock lists are attached.

For more detailed information or if you have any questions, you may call Mr. David Leibowitz at (212)
656-4588 or Ms. Carol Krusik at (212) 656-4597.

Robert J. McSweeney

Senior Vice President

                            

Attachments

          

1. Expiration Friday Pilot Stocks - May 21, 1993

   ABT     ABBOTT LABORATORIES

   AXP     AMERICAN EXPRESS COMPANY

   AHP     AMERICAN HOME PRODUCTS CORPORATION

   AIG     AMERICAN INTERNATIONAL GROUP INC.
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   T       AMERICAN TELEPHONE AND TELEGRAPH

   AIT     AMERITECH

   AN      AMOCO CORPORATION

   ARC     ATLANTIC RICHFIELD COMPANY

   *ONE    BANC ONE CORPORATION

   BAC     BANKAKERICA CORPORATION

   BEL     BELL ATLANTIC CORPORATION

   BLS     BELL SOUTH CORPORATION

   BKY     BRISTOL MYERS COMPANY

   CHV     CHEVRON CORPORATION

   *C      CHRYSLER CORP.

   KO      COCA COLA COMPANY

   DOW     DOW CHEMICAL COMPANY

   DD      DU PONT COMPANY

   EK      FASTMAN KODAK COMPANY

   LLY     ELI LILLY AND COMPANY
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   XON     EXXON CORPORATION

   FNM     FEDERAL NATIONAL MORTGAGE ASSOCIATION

   F       FORD MOTOR COMPANY

   GE      GENERAL ELECTRIC COMPANY

   GM      GENERAL MOTORS CORPORATION

   GTE     GTE CORPORATION

   HWP     HEWLETT-PACKARD COMPANY

   HD      HOME DEPOT INC.

   IBM     INTERNATIONAL BUSINESS MACHINES CORP.

   IP      INTERNATIONAL PAPER COMPANY

   JNJ     JOHNSON AND JOHNSON

   MCD     MCDONALDS CORPORATION

   MRK     MERCK AND COMPANY INC.

   MMM     MINNESOTA MINING AND MANUFACTURING

   MOB     MOBIL CORPORATION

   MOT     MOTOROLA INC.
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   NYN     NYNEX CORPORATION

   PAC     PACIFIC TELESIS GROUP

   PEP     PEPSICO INC.

   PFE     PPIZER INC.

   MO      PHILIP MORRIS COS. INC. HOLDING CO.

   PG      PROCTER AND GAMBLE COMPANY

   RD      ROYAL DUTCH PETROLEUM COMPANY

   SLB     SCHLUMBERGER LTD.

   S       SEARS ROEBUCK AND COMPANY

   SBC     SOUTHWESTERN BELL CORPORATION

   TX      TEXACO INC.

   UN      UNILEVER N.V. ADRS

   USW     U.S. WEST INC.

   WHT     WAL MART STORES INC.

   DIS     WALT DISNEY COMPANY

    WMX    WASTE MANAGEMENT INC.
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This list consists of the 50 highest weighted S&P 500 stocks based on market values as of May 5, 1993 and
the 20 Major Market Index stocks. The indicated (*) stocks have been added to the list and BUD, K and PCG
have been deleted.

       

2. MidCap Index Expiration Friday Stocks - May 21, 1993

   ABX     American Barrick Resources Corporation

   BK      Bank of New York Company, Inc.

   BR      Burlington Resources Inc.

   GME     General Motors Corp. Class E

   IGT     International Game Technology

   KEY     Keycorp

   MS      Morgan Stanley Group Inc.

   NU      Northeast Utilities

   UNH     United Healthcare Corporation

   WB      Wachovia Corporation

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of May 7,
1993. The indicated (*) stock has been added to the list and CMA has been deleted.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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April 28, 1993

  

Member Firm Regulation

PLEASE ROUTE TO CASHIERING DEPARTMENTS

 TO: Members and Member Organizations

ATTENTION: Managing Partner/Chief Executive Officer/Operations Officer and Subscribers

SUBJECT: Treasury Announces CUBES Program to Reopen June 1, 1993

Treasury's Bureau of the Public Debt has announced that it is reopening the Coupons Under Book-Entry
Safekeeping (CUBES) program on June 1, 1993. This program is part of Treasury's goal of having all of its
marketable debt in book-entry form.

The reopening of the CUBES program offers holders of coupons previously stripped from bearer Treasury
securities the opportunity to convert those coupons to book-entry form. Eligible coupons may be submitted
for conversion to CUBES during a six month period beginning June 1, 1993 and ending November 30, 1993.
All non-callable coupons with payment dates after January 1, 1994 are eligible for conversion. Participating
institutions will be charged a fee of $4.00 per coupon and will bear the full cost and risk associated with the
delivery of the coupons to the Federal Reserve Bank of New York.

Conversion to CUBES benefits holders of coupons and the Treasury. Switching to book-entry CUBES allows
holders of these payments to eliminate the risk and expense associated with safeguarding paper coupons.
CUBES also provides on-line trading of the book-entry holdings contributing to market efficiency. However,
no trading of CUBES balances will be permitted for the twelve (12) business days from the deposit of the
coupons to allow for verification and approval of the submission by Treasury.

Members holding stripped Treasury coupons that wish to convert those coupons to book-entry form under the
CUBES program should contact the FRBNY at (212) 720-6972/73 as soon as possible to obtain information
on how to present the coupons. Members must arrange for such conversions through a depository institution.

Raymond J. Hennessy

Vice President

1. PUBLIC DEBT NEWS

FOR IMMEDIATE RELEASE Contact: Peter Hollenbach

March 30, 1993 (202) 219-3302

1. CUBES PROGRAM TO REOPEN JUNE 1, 1993

Treasury's Bureau of the Public Debt announced today that it is re-opening the Coupons Under Book-Entry
Safekeeping (CUBES) program on June 1, 1993. Re reopening of the CUBES program offers holders of
coupons previously stripped from bearer Treasury securities the opportunity to convert those coupons to
book-entry form. Eligible coupons may be submitted for conversion to CUBES during a six month period
beginning June 1, 1993 and ending November 30, 1993. All non-callable coupons with payment dates after
January 1, 1994 are eligible for conversion.
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Some 1.4 million coupons with a value of 34.7 billion are outstanding and eligible for conversion to book-
entry. Conversion to CUBES benefits holders of coupons and the Treasury. Switching to book-entry CUBES
allows holders of these payments to eliminate the risk and expense associated with safeguarding paper
coupons. CUBES provides on-line trading of the book-entry holdings contributing to market efficiency.

Depository institutions may present coupons for conversion at the Federal Reserve Bank of New York
(FRBNY). Institutions wishing to participate in the CUBES program should contact the Frbny at (212)
720-6972/73 as soon as possible to obtain information on how to present the coupons.

Under the CUBES program, depository institutions that have notified the FRBNY of their intention to
participate can convert stripped Treasury coupons during the period from June 1 through November 30, 1993.
No trading of CUBES balances win be permitted for the twelve (12) business days from the deposit of the
coupons to allow for verification and approval of the submission by Treasury. Entities other than depository
institutions that hold stripped Treasury coupons and wish to convert those coupons to book-entry form under
the CUBES program must arrange for such conversion through a depository institution.

Participating institutions will be charged a fee of $4 per coupon and will bear the full cost and risk associated
with the delivery of the coupons to the Federal Reserve Bank of New York.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
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April 8, 1993

  

Market Surveillance

PLEASE REMEMBER THAT AUXILIARY OPENING PROCEDURES WILL BE IN EFFECT EVERY MONTH

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Procedures for Handling Market-on-Close Orders on April 16,
1993(“Expiration Friday”)

1. IMPORTANT PROCEDURES WILL AGAIN BE IMPLEMENTED WITH THE APRIL 16, 1993 EXPIRATION:

•AUXILIARY OPENING PROCEDURES WILL BE IN EFFECT THIS MONTH AND EVERY MONTH FOR
SELECTED MIDCAP STOCKS AS WELL AS REGULAR PILOT STOCKS.

•NO MOC ORDERS RELATED TO A STRATEGY INCLUDING ANY STOCK INDEX FUTURES, STOCK
INDEX OPTIONS OR OPTIONS ON STOCK INDEX FUTURES IN EXPIRING CONTRACTS MAY BE
ENTERED AFTER 3:00 P.M. IN ANY STOCK. ORDERS TO ESTABLISH POSITIONS MAY BE ENTERED
IN NON-PILOT STOCKS UNTIL 4:00 P.M., AND TO OFFSET A PUBLISHED IMBALANCE IN THE PILOT
STOCKS.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:45 P.M. IN ANY STOCK.

•THERE WILL BE AN ADDITIONAL IMBALANCE PUBLICATION AT 3:45 P.M. IN THE PILOT STOCKS
ONLY.

•LIMIT-AT-THE-CLOSE ORDERS ARE NOT ALLOWED.

2. DETAILED DISCUSSION IS PROVIDED ON THE FOLLOWING PAGES.

Members and member organizations are reminded that auxiliary opening and closing procedures for
expiration Friday will be implemented on expiration Friday, April 16, 1993, as indicated below. The SEC has
formally approved the extension of the pilot through October 1993.

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on each month's expiration Friday.

3. OPENING PROCEDURES

For each monthly expiration, several auxiliary procedures are necessary to integrate stock orders relating to
expiring contracts into NYSE's opening procedures in a manner that assures an efficient market opening in
each stock as close to 9:30 a.m. as possible. The auxiliary opening procedures applicable on April 16, 1993
are:

1. Order Entry
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Stock orders relating to index contracts whose settlement pricing is based upon the April 16, 1993 opening
prices must be received by SuperDot or by the specialist by 9:00 a.m.

- These orders may be cancelled or reduced in size. 1 

- Stock orders relating to index contracts whose settlement pricing is not based upon the April 16 opening
prices may be entered after 9:00 a.m.

To facilitate early order entry, SuperDot (1) will begin accepting orders at 7:30 a.m. and (2) will accept market
orders of 30,099 shares or less.

“Limit-at-the-opening” (“limit OPG”) orders are permitted, including delivery through Exchange systems.

- Ordinary limit orders may also be entered.

2. Order Identification

Stock orders relating to opening-price settling contracts must be identified “OPG.”

- Firms entering these orders through SuperDot, but unable to identify orders as “OPG”, may use a unique
branch code or firm identifier (mnemonic) to identify these orders. The NYSE Market Surveillance Division (11
Wall Street, 11th Floor) must be advised of the branch code or identifier by April 19, 1993.

- Firms unable to identify these orders in either way, and firms not using SuperDot, must submit a list of all
these orders and related details to the NYSE Market Surveillance Division by April 19, 1993.

3. Dissemination of Order Imbalances

For any of the pilot stocks and for ten selected S&P MidCap 400 Index stocks (lists attached) having a market
order imbalance of 50,000 shares or more at 9:00 a.m., the NYSE will disseminate the size of the order
imbalance via the low-speed ticker and the news services as promptly as practicable after 9:00 a.m.

4. Dissemination of Indications

Except for the auxiliary procedures described above, all stocks, including the pilot stocks and selected
MidCap stocks, are subject to the regular NYSE opening procedures, including price indications where a
substantial price change is anticipated. Dissemination of an indication is mandatory for an opening which
will result in a price change constituting the lesser of 10% or three points from the prior NYSE close, or five
points if the previous close is $100 or higher, unless the price change is less than one point. Fifteen minutes
must elapse between a first indication and a stock's opening. However, when more than one indication is
necessary, a stock may open (1) five minutes after the last indication when it overlaps the prior indication
(e.g., 51 - 53 overlaps 50 - 52, but does not overlap 53 - 55) and (2) ten minutes after the last indication when
it does not overlap the prior indication, provided that 15 minutes must have elapsed from the dissemination of
the first indication.

4. PROCEDURES RELATING TO THE CLOSE

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. Applicable MOC orders
are those relating to a st rategy involving any stock index futures, stock index options, or options on stock
index futures, in all stocks. These procedures have been filed as a rule with the SEC.

The cut-off time is 3:00 p.m. for the entry of MOC orders that relate to a strategy including any expiring stock
index futures, stock index options or options on stock index futures. This requirement applies to all stocks, not
just pilot stocks. These closing procedures will again be implemented with the April 16, 1993 expiration.

1. Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.
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Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

2. Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:45 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will continue to be permitted after 3:45 p.m.

3. Special Procedures on Limitation of Entry of Orders and Publication of Imbalances in Pilot Stocks

You must, as stated above and required for all stocks, enter all MOC orders, in positions relating to a strategy
involving any expiring stock index futures, stock index options, or options on stock index futures, by 3:00 p.m.
eastern time. In addition, as described below, there are special limitations regarding the subsequent entry
of orders, and special procedures for publication of imbalances, that are applicable only to pilot stocks (see
attached list). It should be noted that, pursuant to Rule 13, an order for execution at the close may only be
entered for execution at-the-market; “limit-at-the-close” orders are not permitted.

As soon as possible after 3:00 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:00 p.m. in those pilot stocks. Additionally, as soon as possible after
3:30 p.m. the-Exchange will again publish on the have any imbalance of MOC orders of 50,000 shares or
more that existed at 3:30 p.m. For those pilot stocks that had imbalance notices published at 3:00 p.m. And
there is no imbalance of 50,000 shares or more at 3:30 p.m., the Exchange will publish a “No Imbalance”
message. If a pilot stock does not have an imbalance message printed at 3:00 p.m., no MOC orders will
be permitted in that stock unless, at 3:30 p.m., due to cancellations, a 50,000 share or more imbalance is
published. If that occurs, MOC orders will be permitted to offset the imbalance published at 3:30 p.m. If a “No
Imbalance” notice is published in a pilot stock at 3:30 p.m., no MOC orders will be permitted. A third time,
as soon as possible after 3:45 p.m., the Exchange will publish imbalances of 50,000 shares or more in the
pilot stocks. For those pilot stocks that had imbalance notices published at 3:30 and there is no imbalance
of 50,000 shares or more at 3:45 pm., the Exchange will publish a “No Imbalance” message. If a pilot shock
does not have an imbalance message printed at 3:30 p.m., no MOC orders will be permitted in that stock
unless at 3:45 p.m., due to cancellations, a 50,000 share or more imbalance is published. If that occurs, MOC
orders will be permitted to offset the imbalance published at 3:45 p.m. If a “No Imbalance” notice is published
in a pilot stock at 3:45 p.m., no MOC orders will be permitted in that stock. While MOC orders previously
entered may be cancelled or reduced in size until 3:45 p.m., once a publication of an imbalance in a pilot
stock has been made, any MOC orders subsequently entered in such pilot stock will be accepted only to
trade on the opposite side of the market in relation to such published imbalance. The liquidation of positions
relating to a strategy involving any stock index futures, stock index options, or options on stock index futures
using MOC orders entered after 3:00 p.m. is not permitted; even if such orders might offset net reported
imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:45 p.m. may not reflect the imbalance that exists at the close.

The procedures stated in this section relate only to the pilot stocks. Regular procedures, including revised
procedures for all stock that are stated on Pages One through Four, will apply to all other listed securities.

4. Printing at the Close
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Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they may be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

5. “G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

6. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a)(2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
David Leibowitz at (212) 656-4588.

Robert J. McSweeney

Senior Vice President

                           

Attachments

         

5. Expiration Friday Pilot Stocks - April 16, 1993
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   ABT      ABBOTT LABORATORIES

   AXP      AMERICAN EXPRESS COMPANY

   AHP      AMERICAN HOME PRODUCTS CORPORATION

   AIG      AMERICAN INTERNATIONAL GROUP INC.

   T        AMERICAN TELEPHONE AND TELEGRAPH

   AIT      AMERITECH

   AN       AMOCO CORPORATION

   BUD      ANHEUSER BUSCH COMPANIES INC.

   ARC      ATLANTIC RICHFIELD COMPANY

   BAC      BANKAMERICA CORPORATION

   BEL      BELL ATLANTIC CORPORATION

   BLS      BELL SOUTH CORPORATION

   BMY      BRISTOL MYERS COMPANY

   CHV      CHEVRON CORPORATION

   KO       COCA COLA COMPANY

   DOW      DOW CHEMICAL COMPANY
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   DD       DU PONT COMPANY

   EK       EASTMAN KODAK COMPANY

   LLY      ELI LILLY AND COMPANY

   XON      EXXON CORPORATION

   FNM      FEDERAL NATIONAL MORTGAGE ASSOCIATION

   F        FORD MOTOR COMPANY

   GE       GENERAL ELECTRIC COMPANY

   GM       GENERAL MOTORS CORPORATION

   GTE      GTE CORPORATION

   HWP      HEWLETT-PACKARD COMPANY

   HD       HOME DEPOT INC.

   IBM      INTERNATIONAL BUSINESS MACHINES CORP.

   IP       INTERNATIONAL PAPER COMPANY

   JNJ      JOHNSON AND JOHNSON

   K        KELLOGG COMPANY

   MCD      MCDONALDS CORPORATION
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   MRK      MERCK AND COMPANY INC.

   MMM      MINNESOTA MINING AND MANUFACTURING

   MOB      MOBIL CORPORATION

   MOT      MOTOROLA INC.

   NYN      NYNEX CORPORATION

   PCG      PACIFIC GAS & ELECTRIC CO.

   PAC      PACIFIC TELESIS GROUP

   PEP      PEPSICO INC.

   PFE      PFIZER INC.

   MO       PHILIP MORRIS COS. INC. HOLDING CO.

   PG       PROCTER AND GAMBLE COMPANY

   RD       ROYAL DUTCH PETROLEUM COMPANY

   *SLB     SCHLUMBERGER LTD.

   S        SEARS ROEBUCK AND COMPANY

   SBC      SOUTHWESTERN BELL CORPORATION

   TX       TEXACO INC.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

1128

http://researchhelp.cch.com/License_Agreement.htm


   UN       UNILEVER N.V. ADRS

   USW      U.S. WEST INC.

   WMT      WAL MART STORES INC.

   DIS      WALT DISNEY COMPANY

   WMX      WASTE MANAGEMENT INC.

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of April 1, 1993 and
the 20 Major Market Index stocks. The indicated (*) stock has been added to the list.

         

6. MidCap Index Expiration Friday Stocks - April 16, 1993

   ABX           American Barrick Resources Corporation

   BK            Bank of New York Company, Inc.

   BR            Burlington Resources Inc.

   CMA           Comerica Incorporated

   GME           General Motors Corp. Class E

   IGT           International Game Technology

   KEY           Keycorp

   MS            Morgan Stanley Group Inc.
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   NU            Northeast Utilities

   WB            Wachovia Corporation

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of April 2,
1993.

7. Date: April 8, 1993

MEMORANDUM

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Openings and market-on-Close (MOC)
Orders

1. Openings

1Q. Can “limit at the opening” (“limit OPG”) orders be entered in the stocks that are not among the
stocks included in the pilot?

1A. “Limit OPG” orders are permitted on expiration Friday. Unexecuted “limit OPG” orders are cancelled after
the opening transaction. “Limit-at-the-close” orders are not permitted at any time.

2Q. When can specialists obtain an OARS status request?

2A. At any time after 7:30 a.m., in any stock. (Specialists should review OARS inquiry, freeze and opening
procedures to avoid problems.)

3Q. Must specialists wait until 9:27 a.m. to start the ITS pre-opening application?

3A. No. ITS Pre-Opening notifications may be issued beginning at 9:00 a.m.

4Q. Are “G” orders to sell short at the market handled differently at the opening than at the close on
expiration day?

4A. Yes, “G” short market orders are covered by two different procedures. At the opening they are handled
as they are on any other day. “G” short market orders must yield to all public limit orders at the lowest valid
short tick. At any higher price the “G” shorts need not yield. At the close, “G” market shorts must yield to all
limit orders at the sale price, even if that price is higher than the first valid short tick.

5Q. How should specialists and Floor officials handle requests to “hold the opening” in the pilot
stocks?

5A. The Exchange has added auxiliary and early procedures with the express purpose of providing a prompt
opening in all stocks, not just the 50 pilot stocks. Brokers should be told to have their opening interest
represented by 9:30 a.m., and assuming adequate pricing information re: substantial disparity from the close,
all stocks should be opened as quickly after 9:30 as possible.

2. MOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.
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2Q. If there was no MOC imbalance of 50,000 or more shares in a pilot stock at 3 p.m., but due to
MOC order cancellations, an imbalance of 50,000 or more shares exists at 3:30 p.m., should it be
disseminated?

2A. Yes. Subsequently, contra side MOC orders may be entered.

3Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

3A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

   1. Example #1   200,000 buy MOC

                    50,000 sell MOC

                    50,000 sell plus MOC

                    25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

   2. Example #2   100,000 sell MOC

                    50,000 buy MOC

                    25,000 buy minus MOC

                    25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000−B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

4Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/14-1/2 - last sale 20 3/8

4A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus or sell
short order would go behind the 20 1/2 limit sell orders because it would be treated like a limit order. on the
other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus or sell
short order would go ahead of 11-he 20 1/2 limit sell orders on the book because it should be treated like a
market order. Similarly, a market-on-close buy minus order would be treated as a limit order if the last sale
was on a “plus” or “zero plus”, going behind any buy orders limited at 20 1/4. If the last sale was on a “minus”
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or “zero minus” tick, the market-on-close buy minus order would be treated as a market order and executed
ahead of 20 1/4 limit buy orders on the book.

5Q. Are limit at-the-close or MOC “short” at-the-close orders permitted?

5A. Limit at-the-close orders, where a specific price is indicated, are not allowed. Firms may enter “short”
MOC orders.

6Q. Should brokers in the Crowd give the specialist their orders prior to the final bell? How should
they be handled by the specialist?

6A. Yes. Brokers in the Crowd should give their orders to the specialist prior to the final bell to allow the
specialist to arrange a closing price. Such orders should be handled like “love” orders on the opening.

7Q. Can MOC orders be entered in the pilot stocks if a “No Imbalance” notice is published at 3:00
p.m., 3:30 p.m. or 3:45 p.m.?

7A. No MOC orders may be entered if a “No Imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.

8Q. While a specialist may not accept MOC after a “No Imbalance” has been published may a $2
broker or house broker handle such an order?

8A. Firms should not be entering MOC orders in pilot stocks that have a “No Imbalance” message published.
If a broker has such an order, the MOC requirement must be taken off.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.
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April 6, 1993

  

Member Firm Regulation

 TO: Members and Member Organizations

FROM: Compliance, Legal, Regulatory Reporting, Margin and EDP Departments

SUBJECT: ELECTRONIC TRANSMISSION OF MONTHLY SHORT POSITION REPORTS - AMENDMENT
OF RULE 421 (“PERIODIC REPORTS”)

On March 30, 1993, the Securities and Exchange Commission approved amendments to Exchange Rule 421
(See Securities Exchange Act Release No. 34-32065). A copy of the amendments is attached as Exhibit A.
The reporting changes resulting from the rule amendments are discussed below.

In a continuing effort to eliminate keypunching and improve processing efficiency, the Exchange has
implemented a program through the Securities Industry Automation Corporation (“SIAC”) for the electronic
transmission of monthly short position reports by all members and member organizations. This program
is currently being successfully utilized by over eighty member organizations. The program will be fully
implemented for all members and member organizations within ninety days of the approval date of the Rule
421 amendment. Use of Form MF-2, which was the required method of reporting under Rule 421, will be
eliminated.

A SIAC representative will contact the appropriate persons at every member or member organization which
currently submits Form MF-2 to finalize arrangements for electronic transmission using one of the two
methods described below. A user manual will be distributed at that time with a diskette and instructions for
inputting and transmitting the data to SIAC. Please note that a transmission must be made even if there are
no figures to report.

1. CPU-to-CPU Transmission

All members and member organizations currently with a direct link to SIAC will be able to use this method.
SIAC will supply the record layout for the file. In an emergency, a tape may be sent as a backup directly to
SIAC, Data Control, 55 Water Street, 1st Floor, New York, NY 10041. The deadline is 12:00 midnight EST on
each monthly due date as listed below. Transmissions will be accepted starting at 9:00 a.m. on the previous
business day.

2. PC Transmission

All other member and member organizations should use software developed by SIAC and a PC to enter,
verify and transmit the data.

You may use the same PC used for other NYSE applications (e.g., FOCUS, credit extensions) to transmit the
short interest data. In an emergency, a NYSE diskette may be sent directly to SIAC, Data Control, 55 Water
Street, 1st Floor, New York, NY 10041. The deadline is 9:00 p.m. EST on each monthly due date as listed
below. The transmissions will be accepted starting at 9:00 a.m. on the previous business day.

3. Due dates for the remainder of 1993:

   April 19                                September 17
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   May 18                                  October 19

   June 17                                 November 17

   July 19                                 December 17

   August 17

Technical questions regarding transmission of short position reports may be directed to the SIAC PC Service
Center at (212)383-2062. Please direct all administrative questions to Debra German at (212)656-8572 or Ed
Hernandez at (212)656-3811.

Thank you for your cooperation.

Edward A. Kwalwasser

Executive Vice President

A. Exhibit A

Deletions [bracketed]

Additions Underscored

1. Periodic Reports

Rule 421. Member organizations and individual direct clearing members shall submit, as required by the
Exchange, periodic reports with respect to

(1) Short positions in listed securities;

(2) Customers' debit and credit balances.

… Supplementary Material:

.10 Short positions [(Form MF-2)] - Member organizations and individual direct clearing members are
required to report [on Form MF-2] “short” positions, including odd lots, in each stock or warrant listed on the
Exchange[.] using such automated format and methods as prescribed by the Exchange. Such reports must
be made as of the close on the settlement date falling on the 15th of each month, or, where the 15th is a non-
settlement date, on the preceding settlement date.

“Short” positions to be reported [on Form MF-2] are those resulting from “short” sales as defined in the
Securities and Exchange Commission's Regulation Section 240.3b-3, but excluding positions resulting from
sales specified in clauses (1),(6),(7),(8),(9) and (10) of paragraph (e) of the Commission's Regulation Section
240.10a-1. Also to be excluded are “short” positions carried for other members and member organizations
reporting for themselves.

Only one report should be made for each stock or warrant in which there is a short position. If more than one
“account” has a short position in the same stock or warrant, the combined aggregate should be reported.

[There are two methods of reporting the data. The NYSE will determine which method each respondent will
use.

Method Number 1:
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Respondents will receive a Form MF-2 each month listing the short positions reported by them for the
prior month, if any. The current month's short positions in these stocks or warrants are to be entered in the
appropriate spaces on this form. New short positions are to be listed at the end of the pre-printed list.

Method Number 2:

Each respondent will receive a complete set of cards - one card for each stock or warrant listed on the
Exchange. Respondent identification and the name of the stock or warrant will be imprinted on the cards,
which will be in alphabetical order. These cards are to be considered as a permanent file to be kept up-to-
date as described below.

To report a short position it is only necessary to select the proper card, enter the number of shares or
warrants short in the space provided and forward it to the NYSE Data Control.

Each card sent in will be replaced and cards for new listings will be supplied before the next reporting date to
keep the file current.

Blank cards are provided in case the permanent file does not contain a card imprinted with the name of
the stock or warrant to be reported or an imprinted card is spoiled or mislaid. In such cases, in addition to
entering the number of shares or warrants short in the proper box, insert the NYSE ticker symbol immediately
below the box.

Prepare and file MF-2 Summary Form, which will be furnished monthly.

Reports should be submitted as soon as possible but not later than noon on the second business day after
the reporting settlement date.

Send reports to NYSE Data Control Section, 20 Broad Street, New York, N.Y. 10005.

Inquiries should be directed to Data Control Section, telephone 656-8572.]

NOTE: A member organization which does not carry customers' margin accounts and does not clear its own
transactions may obtain an exemption from reporting [on Form MF-2] by notifying the Exchange [Data Control
Section] in writing.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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April 2, 1993

  

Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: TRADING, OPERATIONS, CASHIERING, LEGAL AND COMPLIANCE DEPARTMENTS OF
MEMBER ORGANIZATIONS

SUBJECT: “KANPUKIN ZANDAKA KAKUNINSHO” FICTITIOUS CERTIFICATES

A press release from the Japanese Ministry of Finance “MOF”, has been issued regarding the fraudulent use
of fictitious certificates called “Kanpukin Zandaka Kakuninsho.” (see reverse)

The certificates are alleged to have been issued by the MOF, and exchangeable for the equivalent amount of
Japanese government bonds.

The MOF has received an increasing number of inquiries regarding these certificates from outside of Japan,
and has stated that they have never issued such certificates and that the certificates do not legally exist.

Questions regarding this Information Memo may be directed to your finance coordinator.

Raymond J. Hennessy

Vice President

1. Press Release

Ministry of Finance The Japanese Government

February 8, 1993

1. Warning against “Kanpukin Zandaka Kakuninsho”

Considering the frequent occurrences both at home and abroad of the fraudulent use of a fictitious certificate
called a “Kanpukin Zandaka Kakuninsho”, the Japanese Ministry of Finance has issued the following warning
regarding this fictitious certificate through the Ministry of Foreign Affairs to the relevant Japanese Embassies
and Consulates General.

1. A “Kanpukin Zandaka Kakuninsho” is a fictitious certificate which has allegedly been issued by the
Japanese Minister of Finance to certify the existence of a remaining balance on a Japanese government
bond refund. It claims to confirm that the Japanese minister of Finance will exchange the amount specified for
an equivalent amount of Japanese government bonds. We have already found several kinds of such fictitious
certificates whose face values varied from 10 billion yen to 500 billion yen.

2. Although some of the perpetrators who attempted to receive money by using a “Kanpukin Zandaka
Kakuninsho” have already been arrested by the police, the fraudulent use of such a fictitious certificate seems
to have been occurring repeatedly both at home and abroad and the Japanese Ministry of Finance has
received frequent inquiries as to whether the certificates are genuine or not. In particular, the number of such
inquiries from abroad is increasing.

3. Regarding the above-mentioned inquiries, please note that the Ministry of Finance has never issued such
“Kanpukin Zandaka Kakuninsho”, and that such a certificate could never exist legally.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

1136

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P93-14%2909013e2c855b30ae?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

1137

http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 93-13

Click to open document in a browser

April 1, 1993

  

Market Surveillance

Please Route to Branch Offices

 TO: All Members and Member Organizations

SUBJECT: Stop Order Executions

This is to remind you of the importance of advising customers who utilize stop orders as to their advantages
and limitations with respect to the manner in which those orders can be elected and executed, as well as the
potential for the election of multiple stop orders at one time.

Rule 13 defines a stop order to sell as an order that becomes a market order when a transaction in the
security occurs at or below the stop price after the order is represented in the Trading Crowd. Conversely, a
stop order to buy becomes a market order when a transaction in the security occurs at or above the stop price
after the order is represented in the Trading Crowd. Stop limit orders become limit orders executable at the
limit price, or at a better price if obtainable, when a transaction occurs at or better than the designated stop
election price.

In volatile markets, where stop orders can accumulate at various prices and, if triggered by an electing
transaction, increase price fluctuations in a particular stock, customers should be alerted to the fact that the
entering of a stop order does not guarantee an execution at a specific price. For example, assume that there
is a large buildup of sell stop orders at a specific price and additional selling pressure exists in the Trading
Crowd. If an electing sale takes place, the stop orders that become elected may be executed at a gap price
away from the last sale price, if a disparity between buyers and sellers exists.

Please note when the rule 80A “sidecar” procedure is in effect due to a 12 point decline in the S&P 500 index
futures contract, the entry of new stop and stop limit orders (both systemic and manual) will be banned for the
remainder of the trading day in all stocks, except for stop orders or stop limit orders of 2,099 shares or less for
the accounts of individual investors, as defined in Rule 80A.

While stop orders can protect investors, those investors who utilize them should appreciate their limitations as
well as their advantages. Any questions relating to this issue should be addressed to Mr. Arnold Kotler (212)
656-6543 or Mr. Daniel Saporito at (212) 656-5097.

Robert J. McSweeney

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
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March 30, 1993

  

Market Surveillance

 TO: Members and Member Organizations

SUBJECT: Exposure of SuperDot Limit Orders at Their Limit Prices

Exchange Rule 79A.10 requires that all members represent limit orders at their limit prices when requested
by their customers to do so. The Exchange considers that all limit orders received by specialists through the
SuperDot system implicitly contain this instruction. Therefore, specialists must reflect SuperDot limit orders in
the Exchange's published quotation at their limit prices as soon as practicable following receipt of the orders.

In relatively unusual and infrequent circumstances, the specialist may determine not to quote a limit order at
its limit price if market conditions suggest the likelihood of imminent price improvement. Such circumstances
may prevail where a block transaction may be about to be effected, or there is an imbalance of sufficient size,
which suggest that the specialist may be able to obtain an improved price for the limit order. Assume the
market in XYZ is quoted 30 to 30 1/4, with 1,000 shares bid for and 80,000 shares offered, and the specialist
receives an order to buy 200 shares of XYZ at 30 1/8. The imbalance on the offer side of the market may
suggest to the specialist that it is likely that the order with the 30 1/8 limit could receive an execution at an
improved price of 30. However, even in such a situation, if the order is not executed within two minutes, the
specialist must reflect the order at its limit price (i.e., in this example at 30 1/8) in the Exchange's published
quotation.

The mere existence of different size between the existing bid and offer, or a substantial sized bid or
offer on the same side of the market as the limit order (compared to the size of the limit order received),
would not justify failure to represent the limit order at the limit price immediately. For example, under most
circumstances, if the market is 25 1/2 bid for 50,000 shares, with 50,000 shares offered at 25 3/4, and an
order is received through SuperDOT to buy 200 shares at 25 5/8, the quotation should be changed upon
receipt of the order to reflect the 25 5/8 bid.

A specialist may represent a hand-delivered limit order at a price better than the limit if the Floor broker
entering the limit order requests such representation; however, that would not apply to SuperDOT orders, in
which case price improvement would have to be demonstrably anticipated, and, even in such instances, the
order should be represented at a better price than its limit for no more than two minutes.

Questions on this matter may be directed to Dan Saporito (212) 656-5097 or Arnold Kotler (212) 656-6543.

Robert J. McSweeney

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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March 24, 1993

  

Market Surveillance

PLEASE PAY SPECIFIC ATTENTION TO NEW MOC PROCEDURES LISTED BELOW THAT PERTAIN TO THE NEW
QUARTERLY INDEX EXPIRATION

 NOTE THAT ON THE LAST TRADE DATE OF EACH QUARTER, MOC ORDERS IN ALL STOCKS
PERTAINING TO INDEX STRATEGIES RELATING TO EXPIRING CONTRACTS MUST BE IN BY 3:00 PM.
ALSO, NO CANCELLATIONS OF MOC ORDERS IN ANY STOCKS ARE PERMITTED AFTER 3:45 P.M.
SEE PAGES 2 THROUGH 4 FOR DETAILS.

TO: All Members and Member organizations

FROM: Market Surveillance

SUBJECT: New Procedures for Handling Market-on-Close Orders on Wednesday, March 31, 1993
(‘Quarterly Index Expiration’)

1. QUARTERLY INDEX EXPIRATIONS

The Securities and Exchange Commission has recently approved the listing and trading on the Chicago
Board options Exchange Inc. and on The American Stock Exchange, Inc. of Quarterly Index Expirations
(QIX), options on several stock indexes that will expire on the first business day following the end of each
calendar quarter. The exercise settlement value of QIXs will be based on the closing value of the index on the
last trading day of each calendar quarter.

The Exchange has in place, on a pilot basis on expiration Fridays, special auxiliary closing procedures
designed to handle the large order flow and possible order imbalances associated with expiring derivative
products. In view of the introduction of QIXS, the Exchange believes it is appropriate to extend the use of
auxiliary closing procedures to the last trading day of each calendar quarter.

2. IMPORTANT NEW PROCEDURES RELATING TO END-OF-QUARTER EXPIRING OPTIONS WILL BE
IMPLEMENTED BEGINNING WITH THE MARCH 31, 1993 EXPIRATION:

•THE “QUARTERLY PILOT STOCKS” ARE THE 50 HIGHEST CAPITALIZED STOCKS IN THE S&P 500
INDEX, ANY COMPONENT STOCKS OF THE MAJOR MARKET INDEX NOT INCLUDED IN THIS GROUP,
AND THE 10 HIGHEST CAPITALIZED STOCKS OF THE S&P MIDCAP 400 INDEX. THE QUARTERLY
PILOT LIST IS ATTACHED.

•NO MOC ORDERS RELATED TO A STRATEGY INCLUDING ANY STOCK INDEX OPTIONS IN
EXPIRING CONTRACTS MAY BE ENTERED AFTER 3:00 P.M. IN ANY STOCK. ORDERS TO ESTABLISH
POSITIONS MAY BE ENTERED IN NON-PILOT STOCKS UNTIL 4:00 P.M., AND TO OFFSET A
PUBLISHED IMBALANCE IN THE PILOT STOCKS.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:45 P.M. IN ANY STOCK.

•THERE WILL BE IMBALANCE PUBLICATIONS AT 3:00 P.M., 3:30 P.M. and 3:45 P.M. IN THE PILOT
STOCKS ONLY.

3. DETAILED DISCUSSION IS PROVIDED BELOW.
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Members and member organizations are advised that the closing procedures for the last trade date prior to
the quarterly index expiration will be implemented on Wednesday, March 31, 1993 as indicated below.

The Provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies on the last trade date prior to each quarter's expiration as
well as on regular, monthly expiration Fridays.

4. PROCEDURES RELATING TO THE CLOSE

Procedures for MOC orders are used for each quarterly index expiration. Applicable MOC orders are those
relating to a strategy involving any stock index options in all stocks. These procedures have been filed as a
rule with the SEC.

The cut-off time is 3:00 p.m. for the entry of MOC orders that relate to a strategy including any expiring
stock index options. This requirement applies to all stocks, not just pilot stocks. These closing procedures
will be implemented with the March 31, 1993 quarterly index expiration and each quarterly index expiration
thereafter.

1. Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

2. Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:45 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will be permitted after 3:45 p.m.

3. Special Procedures on Limitation of Entry of Orders and Publication of Imbalances in Quarterly Pilot Stocks

You must, as stated above and required for all stocks, enter all MOC orders, in Positions relating to a strategy
involving any expiring stock index options by 3:00 p.m. eastern time. In addition, as described below, there
are special limitations regarding the subsequent entry of orders, and special procedures for publication of
imbalances, that are applicable only to pilot stocks (see attached list). It should be noted that, pursuant to
Rule 13, an order for execution at the close may only be entered for execution at-the-market; “limit-at-the-
close” orders are not permitted.

As soon as possible after 3:00 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:00 p.m. in those pilot stocks. Additionally, as soon as Possible after
3:30 p.m., the Exchange will again publish on the tape any imbalance of MOC orders of 50,000 shares or
more that existed at 3:30 p.m. For those pilot stocks that had imbalance notices Published at 3:00 p.m. and
there is no imbalance of 50,000 shares or more at 3:30 p.m., the Exchange will publish a “No Imbalance”
message. If a pilot stock does not have an imbalance message printed at 3:00 p.m., no MOC orders will
be permitted in that stock unless, at 3:30 p.m., due to cancellations, a 50,000 share or more imbalance is
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published. If that occurs, MOC orders will be permitted to offset the imbalance published at 3:30 p.m. If a “No
Imbalance” notice is published in a pilot stock at 3:30 p.m., no MOC orders will be permitted. A third time,
as soon as possible after 3:45 p.m., the Exchange will publish imbalances of 50,000 shares or more in the
pilot stocks. For those pilot stocks that had imbalance notices published at 3:30 and there is no imbalance
of 50,000 shares or more at 3:45 p.m., the Exchange will publish a “No Imbalance” message. if a pilot stock
does not have an imbalance message printed at 3:30 p.m., no MOC orders will be permitted in that stock
unless at 3:45 p.m., due to cancellations, a 50,000 share or more imbalance is published. If that occurs,
MOC orders will be permitted to offset the imbalance published at 3:45 p.m. If a “No Imbalance” notice is
published in a pilot stock at 3:45 p.m., no MOC orders will be permitted in that stock. While MOC orders
previously entered may be cancelled or reduced in size until 3:45 p.m., once a publication of an imbalance
in a pilot stock has been made, any MOC orders subsequently entered in such pilot stock will be accepted
only to trade on the opposite side of the market in relation to such published imbalance. The liquidation of
positions relating to a strategy involving any stock index options using MOC orders entered after 3:00 p.m. is
not permitted, even if such orders might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:45 p.m. may not reflect the imbalance that exists at the close.

The procedures stated in this section relate only to the quarterly pilot stocks. Regular procedures, including
revised procedures for all stocks that are stated on Pages Two and Three, will apply to all other listed
securities.

4. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they may be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

5. “G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

6. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
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the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a)(2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
David Leibowitz at (212) 656-4588.

Robert J. McSweeney

Senior Vice President

                                

Attachments

         

5. Quarterly Index Expiration Pilot Stocks - March 31, 1993

   ABT      ABBOTT LABORATORIES

   ABX      AMERICAN BARRICK RESOURCES CORPORATION

   AXP      AMERICAN EXPRESS COMPANY

   AHP      AMERICAN HOME PRODUCTS CORPORATION

   AIG      AMERICAN INTERNATIONAL GROUP INC.

   T        AMERICAN TELEPHONE AND TELEGRAPH

   AIT      AMERITECH

   AN       AMOCO CORPORATION
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   BUD      ANHEUSER BUSCH COMPANIES INC.

   ARC      ATLANTIC RICHFIELD COMPANY

   BAC      BANKAMERICA CORPORATION

   BK       BANK OF NEW YORK COMPANY, INC.

   BEL      BELL ATLANTIC CORPORATION

   BLS      BELL SOUTH CORPORATION

   BMY      BRISTOL MYERS COMPANY

   BR       BURLINGTON RESOURCES INC.

   CHV      CHEVRON CORPORATION

   KO       COCA COLA COMPANY

   CMA      COMERICA INCORPORATED

   DOW      DOW CHEMICAL COMPANY

   DD       DU PONT COMPANY

   EK       EASTMAN KODAK COMPANY

   LLY      ELI LILLY AND COMPANY

   XON      EXXON CORPORATION
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   FNM      FEDERAL NATIONAL MORTGAGE ASSOCIATION

   F        FORD MOTOR COMPANY

   GE       GENERAL ELECTRIC COMPANY

   GM       GENERAL MOTORS CORPORATION

   GME      GENERAL MOTORS CORP. CLASS E

   GTE      GTE CORPORATION

   HWP      HEWLETT-PACKARD COMPANY

   HD       HOME DEPOT INC.

   IBM      INTERNATIONAL BUSINESS MACHINES CORP.

   IGT      INTERNATIONAL GAME TECHNOLOGY

   IP       INTERNATIONAL PAPER COMPANY

   JNJ      JOHNSON AND JOHNSON

   K        KELLOGG COMPANY

   KEY      KEYCORP

   MCD      MCDONALDS CORPORATION

   MRK      MERCK AND COMPANY INC.
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   MMM      MINNESOTA MINING AND MANUFACTURING

   MOB      MOBIL CORPORATION

   MS       MORGAN STANLEY GROUP INC.

   MOT      MOTOROLA INC.

   NU       NORTHEAST UTILITIES

   NYN      NYNEX CORPORATION

   PCG      PACIFIC GAS & ELECTRIC CO.

   PAC      PACIFIC TELESIS GROUP

   PEP      PEPSICO INC.

   PFE      PFIZER INC.

   MO       PHILIP MORRIS COS. INC. HOLDING CO.

   PG       PROCTER AND GAMBLE COMPANY

   RD       ROYAL DUTCH PETROLEUM COMPANY

   S        SEARS ROEBUCK AND COMPANY

   SBC      SOUTHWESTERN BELL CORPORATION

   TX       TEXACO INC.
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   UN       UNILEVER N.V. ADRS

   WB       WACHOVIA CORPORATION

   USW      U.S. WEST IN C.

   WMT      WAL MART STORES INC.

   DIS      WALT DISNEY COMPANY

   WMX      WASTE MANAGEMENT INC.

The “quarterly pilot stocks” are the 50 highest capitalized stocks in the S&P 500 Index based on market
values as of March 4, 1993, any component stocks of the Major Market Index not included in this group, and
the 10 highest capitalized stocks of the S&P MidCap 400 Index, based on market values as of March 15,
1993.

6. MEMORANDUM

Date: March 23, 1993

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About ‘Quarterly Index Expiration’ Market-on-Close (MOC) Orders

1. MOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?

IA. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. If there was no MOC imbalance of 50,000 or more shares in a pilot stock at 3 p.m., but due to
MOC order cancellations, an imbalance of 50,000 or more shares exists at 3:30 p.m., should it be
disseminated?

2A. Yes. Subsequently, contra side MOC orders may be entered.

3Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

3A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

   1. Example #1   200,000 buy MOC
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                    50,000 sell MOC

                    50,000 sell plus MOC

                    25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

   2. Example #2   100,000 sell MOC

                    50,000 buy MOC

                    25,000 buy minus MOC

                    25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000−B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

4Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4-1/2 - last sale 20 3/8

4A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus or sell
short order would go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the
other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus or
sell short order would go ahead of the 20 1/2 limit sell orders on the book because it should be treated like a
market order. Similarly, a market-on-close buy minus order would be treated as a limit order if the last sale
was on a “plus” or “zero plus”, going behind any buy orders limited at 20 1/4. If the last sale was on a “minus”
or “zero minus” tick, the market-on-close buy minus order would be treated as a market order and executed
ahead of 20 1/4 limit buy orders on the book.

5Q. Are limit at-the-close or MOC “short” at-the-close orders permitted?

5A. Limit at-the-close orders, where a specific price is indicated, are not allowed. Firms may enter “short”
MOC orders.

6Q. Should brokers in the Crowd give the specialist their orders prior to the final bell? How should
they be handled by the specialist?

6A. Yes. Brokers in the Crowd should give their orders to the specialist prior to the final bell to allow the
specialist to arrange a closing price. Such orders should be handled like “love” orders on the opening.

7Q. Can MOC orders be entered in the pilot stocks if “No imbalance” notice is published at 3:00 p.m.,
3:30 p.m. or 3:45 p.m.?
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7A. No MOC orders may be entered if a “no imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.

8Q. While a specialist may not accept MOC after a “no imbalance” has been published may a $2
broker or house broker handle such an order?

8A. Firms should not be entering MOC orders in pilot stocks that have a “no imbalance” message published.
If a broker has such an order, the MOC requirement must be taken off.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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March 16, 1993

  

Market Surveillance

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: FLOOR MEMBERS AND LEGAL AND COMPLIANCE DEPARTMENTS OF MEMBER
ORGANIZATIONS

SUBJECT: RECENT AMENDMENTS TO FORM BD

The Securities and Exchange Commission announced the adoption of amended Form BD, the uniform
application form for broker-dealer registration under the Securities Exchange Act of 1934, eliminating the
requirement that broker-dealers disclose on Form BD any rule violations of a self-regulatory organization
that are designated as “minor” pursuant to an enforcement and reporting plan approved by the Commission
pursuant to Rule 19d-1 under the Act.

The NYSE amended its Notice of Fine for Minor Violation(s) of Rules to reflect that Form BD no longer
requires disclosure of any fine of $2,500 or less, imposed pursuant to Rule 476A, that is not contested.

Questions concerning this Information Memo may be directed to Donald Siemer at (212) 656-6940 or Margo
Hassan at (212) 656-2282.

Robert J. McSweeney

Senior Vice President
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March 15, 1993

  

Market Surveillance

 To: All Members and Member Organizations

From: Market Surveillance

Subject: Revised MidCap Index Expiration Friday Stock List for March 19, 1993

Attached is a revised MidCap Index Expiration Friday stock list for March 19, 1993. This list supercedes the
list attached to Information Memo 93-8, dated March 12, 1993.

Robert J. McSweeney

Senior Vice President

                              

Attachment

         

1. MidCap Index Expiration Friday Stocks - March 19, 1993

   ABX    American Barrick Resources Corporation

   BK     Bank of New York Company, Inc.

   BR     Burlington Resources Inc.

   CMA*   Comerica Incorporated

   GME    General Motors Corp. Class E

   IGT    International Game Technology
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   KEY    Keycorp

   MS     Morgan Stanley Group Inc.

   NU     Northeast Utilities

   WB     Wachovia Corporation

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of February
26, 1993. The indicated (*) stock has been added to the list, since the last expiration Friday, and UNH has
been deleted.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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March 12, 1993

  

Market Surveillance

PLEASE REMEMBER THAT AUXILIARY OPENING PROCEDURES WILL BE IN EFFECT EVERY MONTH

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Procedures for Handling Market-on-Close Orders on March 19,
1993(“Expiration Friday”)

1. IMPORTANT PROCEDURES WILL AGAIN BE IMPLEMENTED WITH THE MARCH 19, 1993 EXPIRATION:

•AUXILIARY OPENING PROCEDURES WILL BE IN EFFECT THIS MONTH AND EVERY MONTH FOR
SELECTED MIDCAP STOCKS AS WELL AS REGULAR PILOT STOCKS.

•NO MOC ORDERS RELATED TO A STRATEGY INCLUDING ANY STOCK INDEX FUTURES, STOCK
INDEX OPTIONS OR OPTIONS ON STOCK INDEX FUTURES IN EXPIRING CONTRACTS MAY BE
ENTERED AFTER 3:00 P.M. IN ANY STOCK. ORDERS TO ESTABLISH POSITIONS MAY BE ENTERED
IN NON-PILOT STOCKS UNTIL 4:00 P.M., AND TO OFFSET A PUBLISHED IMBALANCE IN THE PILOT
STOCKS.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:45 P.M. IN ANY STOCK.

•THERE WILL BE AN ADDITIONAL IMBALANCE PUBLICATION AT 3:45 P.M. IN THE PILOT STOCKS
ONLY.

•LIMIT-AT-THE-CLOSE ORDERS ARE NOT ALLOWED.

2. DETAILED DISCUSSION IS PROVIDED ON THE FOLLOWING PAGES.

Members and member organizations are reminded that auxiliary opening and closing procedures for
expiration Friday will be implemented on expiration Friday, March 19, 1993, as indicated below. The SEC has
formally approved the extension of the pilot through October 1993.

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its Previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on each month's expiration Friday.

3. OPENING PROCEDURES

For each monthly expiration, several auxiliary procedures are necessary to integrate stock orders relating to
expiring contracts into NYSE's opening procedures in a manner that assures an efficient market opening in
each stock as close to 9:30 a.m. as possible. The auxiliary opening procedures applicable on March 19, 1993
are:

1. Order Entry
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Stock orders relating to index contracts whose settlement pricing is based upon the March 19, 1993 opening
prices must be received by SuperDot or by the specialist by 9:00 a.m.

- These orders may be cancelled or reduced in size. 1 

- Stock orders relating to index contracts whose settlement pricing is not based upon the March 19 opening
prices may be entered after 9:00 a.m.

To facilitate early order entry, SuperDot (1) will begin accepting orders at 7:30 a.m. and (2) will accept market
orders of 30,099 shares or less.

“Limit-at-the-opening” (“limit OPG”) orders are permitted, including delivery through Exchange systems.

- Ordinary limit orders may also be entered.

2. Order Identification

Stock orders relating to opening-price settling contracts must be identified “OPG.”

- Firms entering these orders through SuperDot, but unable to identify orders as “OPG”, may use a unique
branch code or firm identifier (mnemonic) to identify these orders. The NYSE Market Surveillance Division (11
Wall Street, 11th Floor) must be advised of the branch code or identifier by March 22, 1993.

- Firms unable to identify these orders in either way, and firms not using SuperDot, must submit a list of all
these orders and related details to the NYSE Market Surveillance Division by March 22, 1993.

3. Dissemination of order Imbalances

For any of the pilot stocks and for ten selected S&P MidCap 400 Index stocks (lists attached) having a market
order imbalance of 50,000 shares or more at 9:00 a.m., the NYSE will disseminate the size of the order
imbalance via the low-speed ticker and the news services as promptly as practicable after 9:00 a.m.

4. Dissemination of Indications

Except for the auxiliary procedures described above, all stocks, including the pilot stocks and selected
MidCap stocks, are subject to the regular NYSE opening procedures, including price indications where a
substantial price change is anticipated. Dissemination of an indication is mandatory for an opening which
will result in a price change constituting the lesser of 10% or three points from the prior NYSE close, or five
points if the previous close is $100 or higher, unless the price change is less than one point. Fifteen minutes
must elapse between a first indication and a stock's opening. However, when more than one indication is
necessary, a stock may open (1) five minutes after the last indication when it overlaps the prior indication
(e.g., 51 - 53 overlaps 50 - 52, but does not overlap 53 - 55) and (2) ten minutes after the last indication when
it does not overlap the prior indication, provided that 15 minutes must have elapsed from the dissemination of
the first indication.

4. PROCEDURES RELATING TO THE CLOSE

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. Applicable MOC orders
are those relating to a strategy involving any stock index futures, stock index options, or options on stock
index future, in all stocks. These procedures have been filed as a rule with the SEC.

The cut-off time is 3:00 p.m. for the entry of MOC orders that relate to a strategy including any expiring stock
index futures, stock index options or options on stock index futures. This requirement applies to all stocks, not
just pilot stocks. These closing procedures will again be implemented with the March 19, 1993 expiration.

1. Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.
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Members and member organizations are strongly urged to carefully review their procedures in entering
and using MOC orders. In this regard, if using such orders, you should enter them as early in the day as
feasible. This will provide an opportunity for Floor brokers and/or specialists to better ascertain possible order
imbalances that might exist at the close. Consequently, efforts can be more easily made to contact potential
buying (selling) interests which could offset any such possible imbalance.

2. Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:45 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will continue to be permitted after 3:45 p.m.

3. Special Procedures on Limitation of Entry of Orders and Publication of Imbalances in Pilot Stocks

You must, as stated above and required for all stocks, enter all MOC orders, in positions relating to a strategy
involving any expiring stock index futures, stock index options, or options on stock index futures, by 3:00 p.m.
eastern time. In addition, as described below, there are special limitations regarding the subsequent entry
of orders, and special procedures for publication of imbalances, that are applicable only to pilot stocks (see
attached list). It should be noted that, pursuant to Rule 13, an order for execution at the close may only be
entered for execution at-the-market; “limit-at-the-close” orders are not permitted.

As soon as possible after 3:00 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:00 p.m. in those pilot stocks. Additionally, as soon as possible after
3:30 p.m. the Exchange will again publish on the tape any imbalance of MOC orders of 50,000 shares or
more that existed at 3:30 p.m. For those pilot stocks that had imbalance notices published at 3:00 p.m. and
there is no imbalance of 50,000 shares or more at 3:30 p.m., the Exchange will publish a “No Imbalance”
message. If a pilot stock does not have an imbalance message printed at 3:00 p.m., no MOC orders will
be permitted in that stock unless, at 3:30 p.m., due to cancellations, a 50,000 share or more imbalance is
published. If that occurs, MOC orders will be permitted to offset the imbalance published at 3:30 p.m. if a “No
Imbalance” notice is published in a pilot stock at 3:30 p.m., no MOC orders will be permitted. A third time,
as soon as possible after 3:45 p.m., the Exchange will publish imbalances of 50,000 shares or more in the
pilot stocks. For those pilot stocks that had imbalance notices published at 3:30 and there is no imbalance
of 50,000 shares or more at 3:45 p.m., the Exchange will publish a “No Imbalance” message. If a pilot stock
does not have an imbalance message printed at 3:30 p.m., no MOC orders will be permitted in that stock
unless at 3:45 p.m., due to cancellations, a 50,000 share or more imbalance is published. If that occurs, MOC
orders will be permitted to offset the imbalance published at 3:45 p.m. If a “No Imbalance” notice is published
in a pilot stock at 3:45 p.m., no MOC orders will be permitted in that stock. While MOC orders previously
entered may be cancelled or reduced in size until 3:45 p.m., once a publication of an imbalance in a pilot
stock has been made, any MOC orders subsequently entered in such pilot stock will be accepted only to
trade on the opposite side of the market in relation to such published imbalance. The liquidation of positions
relating to a strategy involving any stock index futures, stock index options, or options on stock index futures
using MOC orders entered after 3:00 p.m. is not permitted, even if such orders might offset net reported
imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:45 p.m. may not reflect the imbalance that exists at the close.

The procedures stated in this section relate only to the pilot stocks. Regular procedures, including revised
procedures for all stocks that are stated on Pages One through Four, will apply to all other listed securities.

4. Printing at the Close
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Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they may be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

5. “G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

6. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a)(2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
David Leibowitz at (212) 656-4588.

Robert J. McSweeney

Senior Vice President

                              

Attachments

            

5. Expiration Friday Pilot Stocks - March 19, 1993
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   ABT   ABBOTT LABORATORIES

   AXP   AMERICAN EXPRESS COMPANY

   AHP   AMERICAN HOME PRODUCTS CORPORATION

   AIG   AMERICAN INTERNATIONAL GROUP INC.

   T     AMERICAN TELEPHONE AND TELEGRAPH

   AIT   AMERITECH

   AN    AMOCO CORPORATION

   BUD   ANHEUSER BUSCH COMPANIES INC.

   ARC   ATLANTIC RICHFIELD COMPANY

   BAC   BANKAMERICA CORPORATION

   BEL   BELL ATLANTIC CORPORATION

   BLS   BELL SOUTH CORPORATION

   BMY   BRISTOL MYERS COMPANY

   CHV   CHEVRON CORPORATION

   KO    COCA COLA COMPANY

   DOW   DOW CHEMICAL COMPANY

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

8

http://researchhelp.cch.com/License_Agreement.htm


   DD    DU PONT COMPANY

   EK    EASTMAN KODAK COMPANY

   LLY   ELI LILLY AND COMPANY

   XON   EXXON CORPORATION

   FNM   FEDERAL NATIONAL MORTGAGE ASSOCIATION

   F     FORD MOTOR COMPANY

   GE    GENERAL ELECTRIC COMPANY

   GM    GENERAL MOTORS CORPORATION

   GTE   GTE CORPORATION

   HWP   HEWLETT-PACKARD COMPANY

   HD    HOME DEPOT INC.

   IBM   INTERNATIONAL BUSINESS MACHINES CORP.

   IP    INTERNATIONAL, PAPER COMPANY

   JNJ   JOHNSON AND JOHNSON

   K     KELLOGG COMPANY

   MCD   MCDONALDS CORPORATION
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   MRK   MERCK AND COMPANY INC.

   MMM   MINNESOTA MINING AND MANUFACTURING

   MOB   MOBIL CORPORATION

   MOT   MOTOROLA INC.

   NYN   NYNEX CORPORATION

   PCG   PACIFIC GAS & ELECTRIC CO.

   PAC   PACIFIC TELESIS GROUP

   PEP   PEPSICO INC.

   PFE   PFIZER INC

   MO    PHILIP MORRIS COS. INC. HOLDING CO.

   PG    PROCTER AND GAMBLE COMPANY

   RD    ROYAL DUTCH PETROLEUM COMPANY

   S     SEARS ROEBUCK AND COMPANY

   SBC   SOUTH-WESTERN BELL CORPORATION

   TX    TEXACO INC.

   UN    UNILEVER N.V. ADRS
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   USW   U.S. WEST INC

   WMT   WALT MART STORES INC.

   DIS   WALT DISNEY COMPANY

   WMX   WASTE MANAGEMENT INC.

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of March 4. 1993 and
the 20 Major Market Index stocks.

         

6. MidCap Index Expiration Friday Stocks - March 19, 1993

   ABX    American Barrick Resources Corporation

   BK     Bank of New York Company, Inc.

   BR     Burlington Resources Inc.

   CMA*   Comerica Incorporated

   FTL*   Fruit of the Loom, Inc.

   GME    General Motors Corp. Class E

   KEY    Keycorp

   MS     Morgan Stanley Group Inc.

   NU     Northeast Utilities

   WB     Wachovia Corporation
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This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of February
26, 1993. The indicated (*) stocks have been added to the list. IGT and UNH have been deleted.

7. MEMORANDUM

Date: March 12, 1993

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Openings and Market-on-Close (MOC)
Orders

1. Openings

1Q. Can “limit at the opening” (“limit OPG”) orders be entered in the stocks that are not among the
stocks included in the pilot?

1A. “Limit OPG” orders are permitted on expiration Friday. Unexecuted “limit OPG” orders are cancelled after
the opening transaction. “Limit-at-the-close” orders are not permitted at any time.

2Q. When can specialists obtain an OARS status request?

2A. At any time after 7:30 a.m., in any stock. (Specialists should review OARS inquiry, freeze and opening
procedures to avoid problems.)

3Q. Must specialists wait until 9:27 a.m. to start the ITS pre-opening application?

3A. No. ITS Pre-Opening notifications may be issued beginning at 9:00 a.m.

4Q. Are “G” orders to sell short at the market handled differently at the opening than at the close on
expiration day?

4A. Yes, “G” short market orders are covered by two different procedures. At the opening they are handled
as they are on any other day. “G” short market orders must yield to all public limit orders at the lowest valid
short tick. At any higher price the “G” shorts need not yield. At the close, “G” market shorts must yield to all
limit orders at the sale price, even if that price is higher than the first valid short tick.

5Q. How should specialists and Floor Officials handle requests to “hold the opening” in the pilot
stocks?

5A. The Exchange has added auxiliary and early procedures with the express purpose of providing a prompt
opening in all stocks, not just the 50 pilot stocks. Brokers should be told to have their opening interest
represented by 9:30 a.m., and assuming adequate pricing information re: substantial disparity from the close,
all stocks should be opened as quickly after 9:30 as possible.

2. MOC Orders

1Q. How do you determine the price at which to print the 11 stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If “he imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. If there was no MOC imbalance of 50,000 or more shares in a pilot stock at 3 p.m., but due to
MOC order cancellations, an imbalance of 50,000 or more shares exists at 3:30 p.m., should it be
disseminated?

2A. Yes. Subsequently, contra side MOC orders may be entered.

3Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?
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3A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell plus” MOC orders and sell
MOC imbalances are reduced by buy minus” orders. Sell “short” MOC orders should be added in with the sell
“plus” orders.

   1. Example #1   200,000 buy MOC

                    50,000 sell MOC

                    50,000 sell plus MOC

                    25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

   2. Example #2   100,000 sell MOC

                    50,000 buy MOC

                    25,000 buy minus MOC

                    25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000−B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

4Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4-1/2 - last sale 20 3/8

4A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus or sell
short order would go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the
other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus or
sell short order would go ahead of the 20 1/2 limit sell orders on the book because it should be treated like a
market order. Similarly, a market-on-close buy minus order would be treated as a limit order if the last sale
was on a “plus” or “zero plus”, going behind any buy orders limited at 20 1/4. If the last sale was on a “minus”
or “zero minus” tick, the market-on-close buy minus order would be treated as a market order and executed
ahead of 20 1/4 limit buy orders on the book.

5Q. Are limit at-the-close or MOC “short” at-the-close orders permitted?

5A. Limit at-the-close orders, where a specific price is indicated, are not allowed. Firms may enter “short”
MOC orders.

6Q. Should brokers in the Crowd give the specialist their orders prior to the final bell? How should
they be handled by the specialist?
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6A. Yes. Brokers in the Crowd should give their orders to the specialist prior to the final bell to allow the
specialist to arrange a closing price. Such orders should be handled like “love” orders on the opening.

7Q. Can MOC orders be entered in the pilot stocks if a “No Imbalance” notice is published at 3:00
p.m., 3:30 p.m. or 3:45 p.m.?

7A. No MOC orders may be entered if a “No Imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.

8Q. While a specialist may not accept MOC after a “No Imbalance” has been published may a $2
broker or house broker handle such an order?

8A. Firms should not be entering MOC orders in pilot stocks that have a “No Imbalance” message published.
If a broker has such an order, the MOC requirement must be taken off.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.
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March 4, 1993

  

Market Surveillance

PLEASE ROUTE TO COMPLIANCE, OPERATIONS AND TRADING DEPARTMENTS

 TO: Members and Member Organizations

SUBJECT: Account Type Identifiers

On November 13, 1992,the Exchange announced new account identification codes designed to further
enhance the NYSE's Audit Trail (See Information Memo No. 92-34). The Exchange has received several
questions concerning the use of the “P” and “W” identifiers. Specifically, the “P” identifier is to be used for a
trade submitted by the clearing member organization for its Proprietary account or the account of one of its
affiliated members or member organizations. The “W” account identifier is to be used for a trade submitted
by the clearing member organization for the Proprietary account of an unaffiliated member or member
organization.

These account type definitions are to be used regardless of the affiliation of the executing Floor broker.
Exhibit A (attached) provides the account identification codes and definitions. This Exhibit supersedes the
Exhibit included with Information memo No. 92-34 and is to be used in reporting audit trail data.

Members and member organizations are reminded that use of the new codes will be mandatory on May 13,
1993. Questions concerning account identifiers or Audit Trail matters may be directed to Carol Krusik on
(212) 656-4597 or David Leibowitz on (212) 6564588.

Robert J. McSweeney

Senior Vice President

A. Exhibit A

1. ACCOUNT IDENTIFICATION CODES

Additions Underscored

Program Program

Trade Trade

Index non-Index All Other

Arbitrage Arbitrage orders

Member/Member Organization:

- Submitted for the Pro-D CP

prietary account of the

clearing member

organization or an

affiliated member/

member organizations
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- Submitted by the clearing

member organization for

the proprietary account

of an unaffiliated member/

member organization M NW

Customer:

- Individual (80A) J KI

- Other Agency U YA

2. DEFINITIONS

Member/Member Organization, Proprietary: a clearing member organization submitting audit trail data for its
own proprietary account or the account of an affiliated member/member organization.

Member/Member Organization, As Agent For Another Member/Member Organization's Proprietary Account: a
clearing member organization submitting audit trail data for the proprietary account of an unaffiliated member
or member organization.

Program Trade, Index Arbitrage: the purchase or sale of “baskets” or groups of stocks in conjunction with the
intended purchase or sale of one or mor e cash-settled options or futures contracts in an attempt to profit by
the price difference, as defined in Rule 80A.

Program Trade, non-Index Arbitrage: a trading strategy involving the related purchase or sale of a group of 15
or more stocks having a total market value of $1 million or more, as defined in Rule 80A.

Individual: an account for an individual as defined by Rule 80A.

Other Agency: any other non-member or non member organization.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
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March 2, 1993

  

Market Surveillance

Please Route to Compliance and Data Processing Departments A Response May be Required

 TO: Members and Member Organizations

SUBJECT: Rule 410B Reports of Listed Securities Transactions Not Reported to the Consolidated Tape

REMINDER: On April 5, 1993, Exchange Rule 410B becomes effective for all members and member
organizations to report to the Exchange transactions in NYSE-listed securities whenever such trades are
not otherwise reported to the Consolidated Tape. (See Information Memos Nos. 92-32 and 92-33 issued
November 13, 1992.) See attached Exhibit A for questions and answers regarding Rule 410B.

1. Electronic Data Transmission

Rule 410B data may be reported electronically by either of two methods: (1) via personal computers (PCs)
using SIAC-developed software; or (2) via a member organization's existing communication lines to SIAC,
using the member organization's own program that conforms to SIAC's specifications. Member organizations
must ensure that they can transmit such data electronically by April 5.

2. PC Package

If you choose to use the PC package and have not yet completed an Implementation Form, please complete
and return the Form (attached as Exhibit B) to: SIAC, 2 Metrotech Center, 2nd Floor, Brooklyn, NY 11201,
Attn.: Richard Cucco.

Questions regarding the PC application software should be directed to SIAC's PC Service Center at (212)
383-2062.

3. Transmission Via Existing Communications Lines

If you choose to transmit Rule 410B data via existing communications lines, you must be able to transmit
data conforming to the record layout specified in Exhibit A of Information Memo 92-33, and then complete a
successful test. Contact Laura Clinton of SIAC (212) 383-2890 to schedule a test date.

Questions concerning the record layout for transmission of data using existing communications lines should
be directed to Eli Bergstein at SIAC (212) 383-2253.

4. Compliance with Rule 410B

The Exchange intends to monitor member firm compliance with Rule 410B during its periodic financial/
operations examinations.

Questions and answers concerning Rule 410B are attached as Exhibit A. Additional questions regarding
interpretations of the rule may be directed to Donald Siemer at (212) 656-6940 or to Betsy Minkin at (212)
656-4841.

Robert J. McSweeney

Senior Vice President
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A. Exhibit A

410B. Rule 410B Questions and Answers

The following Questions and Answers are intended to clarify issues raised in connection with Rule 410B.

Q. Which securities transactions are required to be reported under Rule 410B?

A. Transactions in NYSE-listed common and preferred stocks, ADRs and ADSS, rights and warrants that
meet the requirements for Rule 410B must be reported to the Exchange. Transactions in NYSE-listed options
and NYSE-listed bonds, including convertible bonds, are not required to be reported under Rule 410B.

Q. Does a firm have to send a daily report to the Exchange indicating “no activity” if it has no Rule
410B transactions to report?

A. No. Reports are required only when a firm effects a trade that is not reported to the Consolidated Tape.

Q. If a firm is a member of the NASD does it still have to file Form T with the NASD?

A. Yes. Compliance with Rule 410B is not a substitute for weekly submissions of Form T to the NASD.

Q. Must program trades be reported under Rule 410B?

A. Program trade transactions that meet the definition contained in Rule 80A(e)(i) (i.e., a group of 15 or more
stocks having a total market value of $1 million or more) and any index arbitrage or other strategy subject
to Rule 80A(c), regardless of dollar value or number of stocks, are required to be reported to the Exchange
via the Daily Program Trading Report (see Information Memo No. 92-23, dated August 28, 1992) and are
therefore exempt from reporting under Rule 410B.

Transactions that do not meet the above criteria, but meet the criteria for Rule 410B must be reported on an
individual stock basis.

Q. Does a firm have to report trades executed in the Exchange's Crossing Sessions?

A. No. Single-sided and paired orders executed in crossing Session I are reported to the Consolidated Tape
at the close of Crossing Session I. Transactions executed in Crossing Session II are program trades that are
required to be reported to the Exchange via the Daily Program Trading Report and are therefore exempt from
reporting under Rule 410B.

Q. How should a firm's transactions be identified?

A. The firm that executed the trade should use its NSCC-assigned clearing number if it is a clearing firm. If it
is not a clearing firm, it should use the NSCC-assigned OTC broker symbol. If an individual member executed
the trade, the NYSE badge number should be used.

Q. How should a cross transaction be reported?

A. Put “C” in the transaction type field to indicate the transaction is a cross. If both sides of the cross are
agency, put “A” in the account type field. If one side of the cross is principal, put “P” in the account type field
and use the comments field to indicate whether you bought or sold as principal.

Q. If a customer of an NYSE member firm enters an order in an NYSE-listed stock directly with a
foreign affiliate of the member firm and the affiliate executes the order in a foreign country, is that
transaction reportable under Rule 410B?

A. It depends on where the order originates:

1. U.S.-originated Orders

Yes. If the order originated in the U.S., the transaction must be reported under 410B if the customer's account
is carried by the U.S. broker/dealer, even if it is also carried as a customer of the foreign affiliate.

2. Foreign-originated Orders
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No. If the order originates outside the U.S. and is executed by a foreign affiliate of a member firm for an entity
that is a customer of both the member firm and the foreign affiliate, the transaction is not reportable under
410B.

Q. If a member firm executes a trade over-the-counter with a foreign broker dealer, what should the
member firm, report as the market and country where the trade was executed?

A. Report the trade as having been executed over-the counter by putting “XX” in the exchange code. Use the
appropriate country code to identify the country of the foreign broker dealer. If the country does not appear in
the list of country codes (attached as Exhibit C), enter “XX” as the country code and indicate the name of the
country in the comments field.

Q. If a member firm transfers NYSE-listed stock to an affiliate, does it report the transaction under
Rule 410B? If so, what time should it indicate?

A. Yes. Such transactions involve a change in beneficial ownership that is not reported to the Consolidated
Tape, and should be reported under Rule 410B. The member firm must indicate the time the transfer
occurred.

Q. Are transactions in NYSE-listed securities executed over-the-counter to correct an error or make
an adjustment in a customer's account on a transaction done originally on the Exchange reportable
under Rule 410B?

A. Yes. Even if the transaction is done at the same price as the original trade or at a price unrelated to the
original trade or the last sale, these transactions are reportable under Rule 410B if not otherwise reported to
the Consolidated Tape. The time of such transactions would be the time when the correcting or adjustment
transaction is recorded in the appropriate account.

                                                                  

C. Exhibit C

                       

COUNTRY CODES and EXCHANGE CODES

                   

For Electronic Transmission of 

NYSE Rule 410B Data

ARGENTINA                  AR Buenos Aries Stock Exchange             BA

ARGENTINA                  AR Cordoba Stock Exchange                  CD

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

19

http://researchhelp.cch.com/License_Agreement.htm


ARGENTINA                  AR Rosario Stock Exchange                  RS

ARGENTINA                  AR La Plata Stock Exchange                 LP

ARGENTINA                  AR Mendoza Stock Exchange                  MZ

AUSTRALIA                  AU Australian Stock Exchange Ltd           AU

AUSTRIA                    AT Vienna Stock Exchange                   VI

BARBADOS                   BB Securities Exchange of Barbados         BB

BELGIUM                    BE Antwerp Stock Exchange                  AN

BELGIUM                    BE Brussels Stock Exchange                 BU

BELGIUM                    BE Ghent Stock Exchange                    GH

BELGIUM                    BE Liege Stock Exchange                    LG

BRAZIL                     BR Bahia, Sergipe, Alagoas Stock Exch.     BH

BRAZIL                     BR Far South Stock Exchange                FA

BRAZIL                     BR Minas, Espirito Santo, Brasilia Stock   MB

BRAZIL                     BR Parana Stock Exchange                   PR

BRAZIL                     BR Pernambuco and Paraiba Stock Exchange   PE

BRAZIL                     BR Regional Stock Exchange                 RE
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BRAZIL                     BR Rio De Janeiro Stock Exchange           RI

BRAZIL                     BR Santos Stock Exchange                   SS

BRAZIL                     BR Sao Paulo Stock Exchange                SP

CANADA                     CA Alberta Stock Exchange                  AL

CANADA                     CA Montreal Exchange (The)                 MT

CANADA                     CA Toronto Stock Exchange                  TO

CANADA                     CA Vancouver Stock Exchange                VC

CANADA                     CA Winnipeg Stock Exchange (The)           WP

CHILE                      CL Santiago Stock Exchange                 SO

CHINA                      CN Shanghai Market                         SH

COLOMBIA                   CO Bogota Stock Exchange                   BT

COLOMBIA                   CO Medellin Stock Exchange                 ME

COSTA                      RICA CR National Stock Exchange            CR

DENMARK                    DK Copenhagen Stock Exchange               CP

ECUADOR                    EC Guayaquil Stock Exchange                GU

ECUADOR                    EC Quito Stock Exchange                    QU
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FINLAND                    FI Helsinki Stock Exchange                 HL

FRANCE                     FR Bordeaux Stock Exchange                 BD

FRANCE                     FR Lille Stock Exchange                    LL

FRANCE                     FR Lyon Stock Exchange                     LY

FRANCE                     FR Marseille Stock Exchange                MR

FRANCE                     FR Nancy Stock Exchange                    NC

FRANCE                     FR Nantes Stock Exchange                   NN

FRANCE                     FR Paris Stock Exchange                    PA

GERMANY                    DE Bavarian Stock Exchange                 BV

GERMANY                    DE Berlin Stock Exchange                   BE

GERMANY                    DE Bremen Stock Exchange                   BM

GERMANY                    DE Dusseldorf Stock Exchange               DU

GERMANY                    DE Hamburg Stock Exchange                  HM

GERMANY                    DE Hanover Stock Exchange                  HN

GERMANY                    DE Stuttgart Stock Exchange                ST

GREECE                     GR Athens Stock Exchange                   AT
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HONG                       KONG HK Hong Kong Stock Exchange           HK

HUNGARY                    HU Budapest Stock Exchange                 BP

INDIA                      IN Ahmedabad Stock Exchange                AH

INDIA                      IN Bangalore Stock Exchange                BN

INDIA                      IN Bombay Stock Exchange                   BY

INDIA                      IN Calcutta Stock Exchange                 CL

INDIA                      IN Cochin Stock Exchange                   CC

INDIA                      IN Delhi Stock Exchange Assoc.             DE

INDIA                      IN Gauhati Stock Exchange Ltd.             GA

INDIA                      IN Hyderabad Stock Exchange Ltd.           HY

INDIA                      IN Kanara Stock Exchange                   KN

INDIA                      IN Ludhiana Stock Exchange Assoc. Ltd.     LD

INDIA                      IN Madhya Pradesh Stock Exchange           MH

INDIA                      IN Magadh Stock Exchange Assoc.            MG

INDIA                      IN Madras Stock Exchange Assoc.            MA

INDIA                      IN Pune Stock Exchange Ltd.                PU
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INDIA                      IN Uttar Pradesh Stock Exchange Assoc.     UT

INDONESIA                  ID Jakarta Stock Exchange                  JK

IRELAND                    IE The Irish Stock Exchange                IR

ISRAEL                     IL Tel-Aviv Stock Exchange                 TV

ITALY                      IT Bologna Stock Exchange                  BL

ITALY                      IT Florence Stock Exchange                 FL

ITALY                      IT Genoa Stock Exchange                    GE

ITALY                      IT Milan Stock Exchange                    ML

ITALY                      IT Naples Stock Exchange                   NP

ITALY                      IT Palermo Stock Exchange                  PL

ITALY                      IT Rome Stock Exchange                     RO

ITALY                      IT Trieste Stock Exchange                  TR

ITALY                      IT Turin Stock Exchange                    TU

ITALY                      IT venice Stock Exchange                   VE

JAMAICA                    JM The Jamaica Stock Exchange              IM

JAPAN                      JP Fukuoka Stock Exchange                  FU
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JAPAN                      JP Hiroshima Stock Exchange                HI

JAPAN                      JP Japan Securities Dealers Assoc.         JP

JAPAN                      JP Kyoto Stock Exchange                    KY

JAPAN                      JP Nagoya Stock Exchange                   NG

JAPAN                      JP Miigata Stock Exchange                  MI

JAPAN                      JP Osaka Stock Exchange                    OS

JAPAN                      JP Sapporo Securities Exchange             SA

JAPAN                      JP Tokyo Stock Exchange                    TK

JORDAN                     JO Amman Financial Market                  AM

KENYA                      KE Nairobi Stock Exchange                  NR

KOREA (REPUBLIC OF)        KR Korea Stock Exchange                    KA

KUWAIT                     KW Kuwait Stock Exchange                   KW

LUXEMBOURG                 LU Luxembourg Stock Exchange               LU

MALAYSIA                   MY The Kuala Lumpur Stock Exchange         KL

MEXICO                     MX Mexican Stock Exchange                  MX

THE NETHERLANDS            NL Amsterdam Stock Exchange                AD
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NEW ZEALAND                NZ New Zealand Stock Exchange              NZ

NIGERIA                    NG Nigerian Stock Exchange                 NI

NORWAY                     NO Oslo Stock Exchange                     OL

PAKISTAN                   PK Karachi Stock Exchange                  KR

PERU                       PE Lima Stock Exchange                     LI

THE PHILIPPINES            PH Makati Stock Exchange, Inc.             MK

THE PHILIPPINES            PH Manila Stock Exchange                   MN

PORTUGAL                   PT Lisbon Stock Exchange                   LS

PORTUGAL                   PT Oporto Stock Exchange                   OP

SINGAPORE                  SG Stock Exchange of Singapore Ltd.        SG

SOUTH AFRICA               ZA The Johannesburg Stock Exchange         JH

SPAIN                      ES Barcelona Stock Exchange                BC

SPAIN                      ES Bilbao Stock Exchange                   BI

SPAIN                      ES Madrid Stock Exchange                   MD

SPAIN                      ES Spanish Stock Exchange                  SN

SRI                        LANKA LK Colombo Securities Exchange       CL
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SWEDEN                     SE Stockholm Stock Exchange                SK

SWITZERLAND                CH Basle Stock Exchange                    BS

SWITZERLAND                CH Berne Stock Exchange                    BR

SWITZERLAND                CH Lausanne Stock Exchange                 LA

SWITZERLAND                CH Lucerne Stock Exchange                  LC

SWITZERLAND                CH Neuchatel Stock Exchange                NU

SWITZERLAND                CH St. Gall Stock Exchange                 SL

SWITZERLAND                CH Zurick Stock Exchange                   ZR

TAIWAN                     TW Taiwan Stock Exchange                   TW

THAILAND                   TH Securities Exchange of Thailand         TH

TRINIDAD AND TOBAGO        TT Trinidad and Tobago Stock Exchange      TT

TURKEY                     TR Istanbul Stock Exchange                 IT

UNITED KINGDOM             GB International Stock Exchange            IS

UNITED STATES OF AMERICA   US American Stock Exchange                 AS

UNITED STATES OF AMERICA   US Boston Stock Exchange                   BO

UNITED STATES OF AMERICA   US Cincinnati Stock Exchange               CI
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UNITED STATES OF AMERICA   US Midwest Stock Exchange MW

UNITED STATES OF AMERICA   US National Assoc. of Securities Dealers   OT

UNITED STATES OF AMERICA   US New York Stock Exchange                 NY

UNITED STATES OF AMERICA   US Pacific Stock Exchange                  PS

UNITED STATES OF AMERICA   US Philadelphia Stock Exchange             PH

VENEZUELA                  VE Caracas Stock Exchange                  CA

VENEZUELA                  VE Maracaibo Stock Exchange                MC

YUGOSLAVIA                 YU Belgrade Stock Exchange                 BG

NOTES:

     (1) Transactions executed over-the-counter in a domestic or foreign market

         should be designated ‘XX’ as the EXCHANGE CODE.

     (2) Enter ‘XX’ as both the COUNTRY CODE and the EXCHANGE CODE if

         the country and/or marketplace where the execution occurred does not

         appear on the list. Identify the country and exchange in the COMMENTS

         field.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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February 12, 1993

  

Market Surveillance

PLEASE REMEMBER THAT AUXILIARY OPENING PROCEDURES WILL BE IN EFFECT EVERY MONTH.

 TO: All Members and Member organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Procedures for Handling Market-on-Close Orders off February
19, 1993(“Expiration Friday”)

1. IMPORTANT PROCEDURES WILL AGAIN BE IMPLEMENTED WITH THE FEBRUARY 19, 1993 EXPIRATION:

•AUXILIARY OPENING PROCEDURES WILL BE IN EFFECT THIS MONTH AND EVERY MONTH FOR
SELECTED MIDCAP STOCKS AS WELL AS REGULAR PILOT STOCKS.

•NO MOC ORDERS RELATED TO A STRATEGY INCLUDING ANY STOCK INDEX FUTURES, STOCK
INDEX OPTIONS OR OPTIONS ON STOCK INDEX FUTURES IN EXPIRING CONTRACTS MAY BE
ENTERED AFTER 3:00 P.M. IN ANY STOCK. ORDERS TO ESTABLISH POSITIONS MAY BE ENTERED
IN NON-PILOT STOCKS UNTIL 4:00 P.M., AND TO OFFSET A PUBLISHED IMBALANCE IN THE PILOT
STOCKS.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:45 P.M. IN ANY STOCK.

•THERE WILL BE AN ADDITIONAL IMBALANCE PUBLICATION AT 3:45 P.M. IN THE PILOT STOCKS
ONLY.

•LIMIT-AT-THE-CLOSE ORDERS ARE NOT ALLOWED.

2. DETAILED DISCUSSION IS PROVIDED ON THE FOLLOWING PAGES.

Members and member organizations are reminded that auxiliary opening and closing procedures for
expiration Friday will be implemented on expiration Friday, February 19, 1993, as indicated below. The SEC
has formally approved the extension of the pilot through October 1993.

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on each month's expiration Friday.

3. OPENING PROCEDURES

For each monthly expiration, several auxiliary procedures are necessary to integrate stock orders relating to
expiring contracts into NYSE's opening procedures in a manner that assures an efficient market opening in
each stock as close to 9:30 a.m. as possible. The auxiliary opening procedures applicable on February 19,
1993 are:

1. Order Entry
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Stock orders relating to index contracts whose settlement pricing is based upon the February 19, 1993
opening prices must be received by SuperDot or by the specialist by 9:00 a.m.

- These orders may be cancelled or reduced in size. 1 

- Stock orders relating to index contracts whose settlement pricing is not based upon the February 19 opening
prices may be entered after 9:00 a.m.

To facilitate early order entry, SuperDot (1) will begin accepting orders at 7:30 a.m. and (2) will accept market
orders of 30,099 shares or less.

“Limit-at-the-opening” (“limit OPG”) orders are permitted, including delivery through Exchange systems.

- Ordinary limit orders may also be entered.

2. Order Identification

Stock orders relating to opening-price settling contracts must be identified “OPG.”

- Firms entering these orders through SuperDot, but unable to identify orders as “OPG”, may use a unique
branch code or firm identifier (mnemonic) to identify these orders. The NYSE Market Surveillance Division (11
Wall Street, 11th Floor) must be advised of the branch code or identifier by February 22, 1993.

- Firms unable to identify these orders in either way, and firms not using SuperDot, must submit a list of all
these orders and related details to the NYSE Market Surveillance Division by February 22, 1993.

3. Dissemination of Order Imbalances

For any of the pilot stocks and for ten selected S&P MidCap 400 Index stocks (lists attached) having a market
order imbalance of 50,000 shares or more at 9:00 a.m., the NYSE will disseminate the size of the order
imbalance via the low-speed ticker and the news services as promptly as practicable after 9:00 a.m.

4. Dissemination of Indications

Except for the auxiliary procedures described above, all stocks, including the pilot stocks and selected
MidCap stocks, are subject to the regular NYSE opening procedures, including price indications where a
substantial price change is anticipated. Dissemination of an indication is mandatory for an opening which
will result in a price change constituting the lesser of 10% or three points from the prior NYSE close, or five
points if the previous close is $100 or higher, unless the price change is less than one point. Fifteen minutes
must elapse between a first indication and a stock's opening. However, when more than one indication is
necessary, a stock may open (1) five minutes after the last indication when it overlaps the prior indication
(e.g., 51 - 53 overlaps 50 - 52, but does not overlap 53 - 55) and (2) ten minutes after the last indication when
it does not overlap the prior indication, provided that 15 minutes must have elapsed from the dissemination of
the first indication.

4. PROCEDURES RELATING TO THE CLOSE

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. Applicable MOC orders
are those relating to a strategy involving any stock index futures, stock index options, or options on stock
index futures, in all stocks. These procedures have been filed as a rule with the SEC.

The cut-off time is 3:00 p.m. for the entry of MOC orders that relate to a strategy including any expiring stock
index futures, stock index options or options on stock index futures. This requirement applies to all stocks, not
just pilot stocks. These closing procedures will again be implemented with the February 19, 1993 expiration.

1. Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.
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Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

2. Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:45 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will continue to be permitted after 3:45 p.m.

3. Special Procedures on Limitation of Entry of Orders and Publication of Imbalances in Pilot Stocks

You must, as stated above and required for all stocks, enter all MOC orders, in positions relating to a strategy
involving any expiring stock index futures, stock index options, or options on stock index futures, by 3:00 p.m.
eastern time. In addition, as described below, there are special limitations regarding the subsequent entry
of orders, and special procedures for publication of imbalances, that are applicable only to pilot stocks (see
attached list). It should be noted that, pursuant to Rule 13, an order for execution at the close may only be
entered for execution at-the-market; “limit-at-the-close” orders are not permitted.

As soon as possible after 3:00 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:00 p.m. in those pilot stocks. Additionally, as soon as possible after
3:30 p.m. the Exchange will again publish on the tape any imbalance of MOC orders of 50,000 shares or
more that existed at 3:30 p.m. For those pilot stocks that had imbalance notices published at 3:00 p.m. and
there is no imbalance of 50,000 shares or more at 3:30 p.m., the Exchange will publish a “No Imbalance”
message. If a pilot stock does not have an imbalance message printed at 3:00 p.m., no MOC orders will
be permitted in that stock unless, at 3:30 p.m., due to cancellations, a 50,000 share or more imbalance is
published. If that occurs, MOC orders will be permitted to offset the imbalance published at 3:30 p.m. If a “No
Imbalance” notice is published in a pilot stock at 3:30 p.m., no MOC orders will be permitted. A third time,
as soon as possible after 3:45 p.m., the Exchange will publish imbalances of 50,000 shares or more in the
pilot stocks. For those pilot stocks that had imbalance notices published at 3:30 and there is no imbalance
of 50,000 shares or more at 3:45 p.m., the Exchange will publish a “No Imbalance” message. If a pilot stock
does not have an imbalance message printed at 3:30 p.m., no MOC orders will be permitted in that stock
unless at 3:45 p.m., due to cancellations, a 50,000 share or more imbalance is published. If that occurs, MOC
orders will be permitted to offset the imbalance published at 3:45 p.m. If a “No Imbalance” notice is published
in a pilot stock at 3:45 p.m., no MOC orders will be permitted in that stock. While MOC orders previously
entered may be cancelled or reduced in size until 3:45 p.m., once a publication of an imbalance in a pilot
stock has been made, any MOC orders subsequently entered in such pilot stock will be accepted only to
trade on the opposite side of the market in relation to such published imbalance. The liquidation of positions
relating to a strategy involving any stock index futures, stock index options, or options on stock index futures
using MOC orders entered after 3:00 p.m. is not permitted, even if such orders might offset net reported
imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:45 p.m. may not reflect the imbalance that exists at the close.

The procedures stated in this section relate only to the pilot stocks. Regular procedures, including revised
procedures for all stocks that are stated on Pages One through Four, will apply to all other listed securities.

4. Printing at the Close
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Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they may be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

5. “G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

6. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to lear the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a)(2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
David Leibowitz at (212) 656-4588.

Robert J. McSweeney

Senior Vice President

                                  

Attachments

             

5. Expiration Friday Pilot Stocks - February 19, 1993
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   ABT     ABBOTT LABORATORIES

   AXP     AMERICAN EXPRESS COMPANY

   AHP     AMERICAN HOME PRODUCTS CORPORATION

   AIG     AMERICAN INTERNATIONAL GROUP INC.

   T       AMERICAN TELEPHONE AND TELEGRAPH

   AIT     AMERITECH

   AN      AMOCO CORPORATION

   BUD     ANHEUSER BUSCH COMPANIES INC.

   ARC     ATLANTIC RICHFIELD COMPANY

   BAC     BANKAMERICA CORPORATION

   BEL     BELL ATLANTIC CORPORATION

   BLS     BELL SOUTH CORPORATION

   BMY     BRISTOL MYERS COMPANY

   CHV     CHEVRON CORPORATION

   KO      COCA COLA COMPANY

   DOW     DOW CHEMICAL COMPANY
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   DD      DU PONT COMPANY

   EK      EASTMAN KODAK COMPANY

   LLY     ELI LILLY AND COMPANY

   XON     EXXON CORPORATION

   FNM     FEDERAL NATIONAL MORTGAGE ASSOCIATION

   F       FORD MOTOR COMPANY

   GE      GENERAL ELECTRIC COMPANY

   GM      GENERAL MOTORS CORPORATION

   GTE     GTE CORPORATION

   HWP     HEWLETT-PACKARD COMPANY

   HD      HOME DEPOT INC.

   IBM     INTERNATIONAL BUSINESS MACHINES CORP.

   IP      INTERNATIONAL PAPER COMPANY

   JNJ     JOHNSON AND JOHNSON

   K       KELLOGG COMPANY

   MCD     MCDONALDS CORPORATION
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   MRK     MERCK AND COMPANY INC.

   MMM     MINNESOTA MINING AND MANUFACTURING

   MOB     MOBIL CORPORATION

   MOT     MOTOROLA INC.

   NYN     NYNEX CORPORATION

   PCG     PACIFIC GAS & ELECTRIC CO.

   PAC     PACIFIC TELESIS GROUP

   PEP     PEPSICO INC.

   PFE     PFIZER INC.

   MO      PHILIP MORRIS COS. INC. HOLDING CO.

   PG      PROCTER AND GAMBLE COMPANY

   RD      ROYAL DUTCH PETROLEUM COMPANY

   S       SEARS ROEBUCK AND COMPANY

   SBC     SOUTHWESTERN BELL CORPORATION

   TX      TEXACO INC.

   UN      UNILEVER N.V. ADRS
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   USW     U.S. WEST INC.

   WMT     WAL MART STORES INC.

   DIS     WALT DISNEY COMPANY

   WMX     WASTE MANAGEMENT INC.

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of February 3, 1993
and the 20 Major Market Index stocks. SLE has been deleted.

         

6. MidCap Index Expiration Friday Stocks - February 19, 1993.

   ABX    American Barrick Resources Corporation

   BK     Bank of New York Company, Inc.

   BR     Burlington Resources Inc.

   GME    General Motors Corp. Class E

   IGT*   International Game Technology

   KEY*   Keycorp

   MS     Morgan Stanley Group Inc.

   NU     Northeast Utilities

   UNH    United Healthcare Corp.
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   WB     Wachovia Corporation

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of January 29,
1993. The indicated (*) stocks have been added to the list. AOC and CMA have been deleted.

7. MEMORANDUM

Date: February 12, 1993

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” openings and Market-on-Close (MOC) Orders

1. Openings

1Q. Can “limit at the opening” (“limit OPG”) orders be entered in the stocks that are not among the
stocks included in the pilot?

1A. “Limit OPG” orders are permitted on expiration Friday. Unexecuted “limit OPG” orders are cancelled after
the opening transaction. “Limit-at-the-close” orders are not permitted at any time.

2Q. When can specialists obtain an OARS status request?

2A. At any time after 7:30 a.m., in any stock. (Specialists should review OARS inquiry, freeze and opening
procedures to avoid problems.)

3Q. Must specialists wait until 9:27 a.m. to start the ITS pre-opening application?

3A. No. ITS Pre-Opening notifications may be issued beginning at 9:00 a.m.

4Q. Are “G” orders to sell short at the market handled differently at the opening than at the close on
expiration day?

4A. Yes, “G” short market orders are covered by two different procedures. At the opening they are handled
as they are on any other day. “G” short market orders must yield to all public limit orders at the lowest valid
short tick. At any higher price the “G” shorts need not yield. At the close, “G” market shorts must yield to all
limit orders at the sale price, even if that price is higher than the first valid short tick.

5Q. How should specialists and Floor Officials handle requests to “hold the opening” in the pilot
stocks?

5A. The Exchange has added auxiliary and early procedures with the express purpose of providing a prompt
opening in all told to have their opening interest represented by 9:30 a.m., and assuming adequate pricing
information re: substantial disparity from the close, all stocks should be opened as quickly after 9:30 as
possible.

2. MOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. If there was no MOC imbalance of 50,000 or more shares in a pilot stock at 3 p.m., but due to
MOC order cancellations, an imbalance of 50,000 or more shares exists at 3:30 p.m., should it be
disseminated?

2A. Yes. Subsequently, contra side MOC orders may be entered.
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3Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

3A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy It minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

   1. Example #1   200,000 buy MOC

                    50,000 sell MOC

                    50,000 sell plus MOC

                    25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

   2. Example #2   100,000 sell MOC

                    50,000 buy MOC

                    25,000 buy minus MOC

                    25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000−B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

4Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4-1/2 - last sale 20 3/8

4A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus or sell
short order would go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the
other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus or
sell short order would go ahead of the 20 1/2 limit sell orders on the book because it should be treated like a
market order. Similarly, a market-on-close buy minus order would be treated as a limit order if the last sale
was on a “plus” or “zero plus”, going behind any buy orders limited at 20 1/4. If the last sale was on a “minus”
or “zero minus” tick, the market-on-close buy minus order would be treated as a market order and executed
ahead of 20 1/4 limit buy orders on the book.

5Q. Are limit at-the-close or MOC “short” at-the-close orders permitted?

5A. Limit at-the-close orders, where a specific price is indicated, are not allowed. Firms may enter “short”
MOC orders.
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6Q. Should brokers in the Crowd give the specialist their orders prior to the final bell? How should
they be handled by the specialist?

6A. Yes. Brokers in the Crowd should give their orders to the specialist prior to the final bell to allow the
specialist to arrange a closing price. Such orders should be handled like “love” orders on the opening.

7Q. Can MOC orders be entered in the pilot stocks if a “No Imbalance” notice is published at 3:00
p.m., 3:30 p.m. or 3:45 p.m.?

7A. No MOC orders may be entered if a “No Imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.

8Q. While a specialist may not accept MOC after a “No Imbalance” has been published may a $2
broker or house broker handle such an order?

8A. Firms should not be entering MOC orders in pilot stocks that have a “No Imbalance” message published.
If a broker has such an order, the MOC requirement must be taken off.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.
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February 12, 1993

  

Member Firm Regulation

PLEASE ROUTE TO TRAINING, REGISTRATION, AND COMPLIANCE DEPARTMENTS.

 TO: Members and Member Organizations

ATTENTION: Managing Partners/Chief Executive Officers, and Compliance officers

SUBJECT: General Securities Registered Representative Examination (Series 7) Changes

The Series 7 Examination will soon include questions relating to collateralized mortgage obligations (CMOs),
long-term equity options, and capped index options-subjects that were not previously addressed by the
examination. The questions will be added to the pretest (unscored) group beginning 60 days from the date
of this notice. Questions determined to be acceptable after the pretesting period will be used as actual
examination questions beginning 90 days from the date of this notice. The total number of questions and the
number of questions selected for each topic area in the examination will remain unchanged.

The questions dealing with long-term equity options and capped index options will be included among the
questions on exchange-traded equity options (section 4.7.2) and exchange-traded index options (section
4.7.3), respectively. The questions will test the candidate's knowledge of underlying securities, exercise
settlement, expiration cycles, strike price intervals, premium increments, and other basic product information.
CMos will be given equal weight with the other types of mortgage-backed securities included in the content
outline (section 4.3.2). The questions will cover the general characteristics and structure of CMOs, as well as
the types of risk.

For further information, contact JoEllen Carlson at 212/656-2555.

Salvatore Pallante

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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January 22, 1993

  

Member Firm Regulation

PLEASE ROUTE TO REGISTRATION, COMPLIANCE, AND LEGAL DEPARTMENTS.

 TO: Members and Member Organizations

ATTENTION: Managing Partners/Chief Executive Officers, and Compliance Officers

SUBJECT: United Kingdom Limited Registered Representative Examination (Series 17) Changes in
Qualifications

In May of 1991, the NYSE began providing the Limited Registered Representative Examination (Series
17) for United Kingdom approved registered representatives wishing to sell securities in the United States
(Information Memo 91-9). The Series 17 Examination was designed to cover securities products, rules, and
sales practices unique to the United States and not addressed in the U.K.'s requirements for registration as a
General Registered Representative.

The Securities and Futures Authority of the U.K. has just recently notified the NYSE that, as of December
4, 1991, the requirements for general registration were changed. The former U.K. General Securities
Representative category no longer includes options and is renamed, “SFA Securities Representative.” An
additional examination and registration category, “Futures and Options Representative,” was introduced and
coverage of equity options was transferred to the new Futures and Options Examination. Under the new
structure, if an individual is registered as both an SFA Securities Representative and a Futures and options
Representative, the individual is known as an SFA General Representative and is permitted to advise on
derivatives as well as the underlying markets.

Effective immediately, those representatives who satisfactorily completed the U.K.'s General Registered
Representative Examination prior to December 4, 1991, while the original program and examination were
in effect, are eligible to take the Series 17 Examination. Those representatives who have passed both the
Securities Representative and the Futures and Options Examinations and are registered in the category of
SFA General

Representative will also be eligible for the Series 17. All others will be required to pass the entire Series 7
Examination in order to qualify as an NYSE General Securities Registered Representative.

For further information regarding qualification and registration procedures, contact Juan Vazquez at
212/656-4814. For further information regarding the Series 17 Examination, contact Ava Wolfe at
212/656-2578.

Salvatore Pallante

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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January 19, 1993

  

Member Firm Regulation

PLEASE ROUTE TO FINANCIAL AND OPERATIONS OFFICER/PARTNER AND COMPLIANCE AND MARGIN
DEPARTMENTS

 TO: MEMBERS, MEMBER ORGANIZATIONS AND HANDBOOK SUBSCRIBERS

SUBJECT: SEC Proposal For Additional Increase of Certain Minimum Net Capital Requirements

The Securities and Exchange Commission recently adopted amendments increasing minimum net capital

requirements in its Net Capital Rule 15c3-1. 1   In a companion announcement, SEC Release No. 34-31512,
the Commission proposed additional amendments for comment.

The proposal would raise the base minimum net capital applicable to broker-dealers that introduce customer
accounts but do not receive customer funds or securities to $25,000 from $5,000. The minimum net capital
requirement applicable to other classes of broker-dealers would be increased from $5,000 to $10,000.
Broker-dealers that make markets in securities would be required to maintain net capital equal to $2,500 for
each security in which they make a market regardless of the price of the security.

1. Broker-Dealers That Introduce Customer Accounts on a Fully Disclosed Basis

Prior to the most recent amendments a broker-dealer introducing customer accounts on a fully disclosed
basis was required to maintain $5,000 in net capital. The amendment established a $50,000 minimum
requirement for introducing broker-dealers that received customer securities, leaving the introducing broker-
dealers that did not receive customer funds or securities with an unchanged $5,000 minimum net capital
requirement. This additional proposal will change that $5,000 requirement to $25,000 for broker-dealers
which introduce customers accounts on a fully disclosed basis and do not receive customer funds or
securities.

2. In adopting paragraphs (a)(2)(1) and (a)(2)(iv), 2   the Commission stated:

“The Division has interpreted the net capital rule and Rule 15c3-3 to require that for purposes of the
Commission's financial responsibility rules and SIPC, the introducing firm's customers should be treated as
customers of the clearing firm. The Division has also interpreted revised paragraphs (a)(2)(1) and (a)(2)(iv)
of the net capital rule to require an introducing firm, in order to fall under the terms of paragraph (a)(2)(iv),
to have in place a clearing agreement with a registered broker-dealer that states, for the purposes of SIPA
and the Commission's financial responsibility rules, customers are customers of the clearing, and not the
introducing, firm. Furthermore, the clearing firm must issue account statements directly to customers. Each
statement must contain the name and telephone number of a responsible individual at the clearing firm whom
a customer can contact with inquiries regarding the customer's account. Finally, the account statement must
disclose that customer funds or securities are located at the clearing broker-dealer and not the introducing
firm.

An introducing firm without such arrangement will not be considered, for the purpose of the Commission's
financial responsibility rules, to be a firm that “” introduce[s] transactions and accounts of customers to
another registered broker-dealer that carries such accounts on a fully disclosed basis.” ” Absent such an
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arrangement, the introducing firm would be required to comply with the greater minimum net capital required
of a clearing firm.”

Members and member organizations acting as introducing broker-dealers should carefully review proposed
subparagraphs (a)(2)(iv)(A), (B) and (C), the footnotes 6 and 7 to this SEC Release 34-31512 and footnote 17
to SEC Release 34-31511 to determine compliance with these conditions.

3. Other Broker or Dealers

For all other broker or dealers not covered in other categories in the rule, (a)(2)(i) through (a)(2)(v), the

absolute minimum net capital requirement will be $10,000. 3 

4. Market Makers

In the previous amendments (SEC Release No. 34-31511) the Commission increased the requirement for
OTC market makers in each issue selling at $5 or less from $500 to $1,000 per issue. At the same time The
Commission indicated that a $2,500 requirement for all securities regardless of price would be proposed for
comment. Under this proposed rule (a)(4), a market maker in OTC securities would be required to maintain a
net capital of $2,500 for each security in which a market is made, with a minimum of $100,000.

5. Phase-In Schedule

The proposed increases would be phased in over three six month periods.

(a)(2)(iv)(B) (a)(2)(vi)

Introducing Other Brokers

Effective Date Broker or Dealers

a. Current Rule $5,000 $5,000

b. By 6/30/93 $12,000 $6,500

c. By 12/31/93 $19,000 $8,500

d. By 6/30/94 $25,000 $10,000

The Commission requests comment on the proposed amendments to be received on or before February
5, 1993. All comment letters should refer to File No. S7-36-92, in triplicate, addressed to Jonathan G. Katz,
Secretary, Securities and Exchange, 450 Fifth St. NW, Washington, D.C. 20549. A copy of the comment
should be sent New York Stock Exchange Inc., Attention: Paul Saltwick, Manager, 20 Broad Street 23rd
Floor, New York, N. Y. 10005.

Any questions concerning this memo should be directed to your Finance Coordinator.

Raymond J. Hennessy

Vice President

RETAIN ALL INTERPRETATION/INFORMATION MEMOS FOR FUTURE REFERENCE

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes
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1  NYSE Interpretation Memo No. 92-14 dated December 29, 1992 and SEC Release No. 34-31511 dated
November 24, 1992. Both releases 34-31511 and 34-31512 were published in the Federal Register /
Vol.57, No.232 / Wednesday, December 2, 1992 pages 56973 and 57027.

2  SEC Release No. 34-31511 Supplementary Information II C, (iii) Interpretation of introducing accounts
on a fully disclosed basis.

3  The Commission cautions that any receipt of funds or securities by firms operating under this
category(except by customer error) will cause its minimum net capital requirement to increase from
$10,000 to $25,000. It will be incumbent on these firms to develop procedures to prevent their customers
from transmitting funds or securities to the firm.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 93-1

Click to open document in a browser

January 8, 1993

  

Market Surveillance

PLEASE PAY SPECIFIC ATTENTION TO NEW PROCEDURES TO BE IMPLEMENTED THIS MONTH LISTED IN THE
BOX BELOW

 EFFECTIVE WITH THIS MONTH'S EXPIRATION FRIDAY, AUXILIARY OPENING PROCEDURES WILL BE
IN EFFECT FOR EVERY MONTH

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Procedures for Handling Market-on-Close Orders on January
15, 1993 (“Expiration Friday”)

1. IMPORTANT PROCEDURES WILL AGAIN BE IMPLEMENTED WITH THE JANUARY 15, 1993 EXPIRATION:

•AUXILIARY OPENING PROCEDURES WILL BE IN EFFECT THIS MONTH AND EVERY MONTH FOR
SELECTED MIDCAP STOCKS AS WELL AS REGULAR PILOT STOCKS.

•NO MOC ORDERS RELATED TO A STRATEGY INCLUDING ANY STOCK INDEX FUTURES, STOCK
INDEX OPTIONS OR OPTIONS ON STOCK INDEX FUTURES IN EXPIRING CONTRACTS MAY BE
ENTERED AFTER 3:00 P.M. IN ANY STOCK. ORDERS TO ESTABLISH POSITIONS MAY BE ENTERED
IN NON-PILOT STOCKS UNTIL 4:00 P.M., AND TO OFFSET A PUBLISHED IMBALANCE IN THE PILOT
STOCKS.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:45 P.M. IN ANY STOCK.

•THERE WILL BE AN ADDITIONAL IMBALANCE PUBLICATION AT 3:45 P.M. IN THE PILOT STOCKS
ONLY.

•LIMIT-AT-THE-CLOSE ORDERS ARE NOT ALLOWED.

2. DETAILED DISCUSSION IS PROVIDED ON THE FOLLOWING PAGES.

Members and member organizations are reminded that auxiliary opening and closing procedures for
expiration Friday will be implemented on expiration Friday, January 15, 1993, as indicated below. The SEC
has formally approved the extension of the pilot through October 1993.

The Provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on each month's expiration Friday.

3. OPENING PROCEDURE

For each monthly expiration, several auxiliary procedures are necessary to integrate stock orders relating to
expiring contracts into NYSE's opening procedures in a manner that assures an efficient market opening in
each stock as close to 9:30 a.m. as possible. The auxiliary opening procedures applicable on January 15,
1993 are:
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1. Order Entry

Stock orders relating to index contracts whose settlement pricing is based upon the January 15, 1993
opening prices must be received by SuperDot or by the specialist by 9:00 a.m.

- These orders may be cancelled or reduced in size. - 1 

- Stock orders relating to index contracts whose settlement pricing is not based upon the January 15 opening
prices may be entered after 9:00 a.m.

To facilitate early order entry, SuperDot (1) will begin accepting orders at 7:30 a.m. and (2) will accept market
orders of 30,099 shares or less.

“Limit-at-the-opening, (“limit OPG”) orders are permitted, including delivery through Exchange systems.

- Ordinary limit orders may also be entered.

2. Order Identification

Stock orders relating to opening-price settling contracts must be identified “OPG.”

- Firms entering these orders through SuperDot, but unable to identify orders as “OPG”, may use a unique
branch code or firm identifier (mnemonic) to identify these orders. The NYSE Market Surveillance Division (11
Wall Street, 11th Floor) must be advised of the branch code or identifier by January 18, 1993.

- Firms unable to identify these orders in either way, and firms not using SuperDot, must submit a list of all
these orders and related details to the NYSE Market Surveillance Division by January 18, 1993.

3. Dissemination of Order Imbalances

For any of the pilot stocks and for ten selected S&P MidCap 400 Index stocks (lists attached) having a market
order imbalance of 50,000 shares or more at 9:00 a.m., the NYSE will disseminate the size of the order
imbalance via the low-speed ticker and the news services as promptly as practicable after 9:00 a.m.

4. Dissemination of Indications

Except for the auxiliary procedures described above, all stocks, including the pilot stocks and selected
MidCap stocks, are subject to the regular NYSE opening procedures, including price indications where a
substantial price change is anticipated. Dissemination of an indication is mandatory for an opening which
will result in a price change constituting the lesser of 10% or three points from the prior NYSE close, or five
points if the previous close is $100 or higher, unless the price change is less than one point. Fifteen minutes
must elapse between a first indication and a stock's opening. However, when more than one indication is
necessary, a stock may open (1) five minutes after the last indication when it overlaps the prior indication
(e.g., 51 - 53 overlaps 50 - 52, but does not overlap 53 - 55) and (2) ten minutes after the last indication when
it does not overlap the prior indication, provided that 15 minutes must have elapsed from the dissemination of
the first indication.

4. PROCEDURES RELATING TO THE CLOSE

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. Applicable MOC orders
are those relating to a strategy involving any stock index futures, stock index options, or options on stock
index futures, in all stocks. These procedures have been filed as a rule with the SEC.

The cut-off time is 3:00 p.m. for the entry of MOC orders that relate to a strategy including any expiring stock
index futures, stock index options on stock index futures. This requirement applies to all stocks, not just pilot
stocks. These closing procedures will again be implemented with the January 15, 1993 expiration.

1. Order Entry and Imbalance Publication
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NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:45 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will continue to be permitted after 3:45 p.m.

2. Special Procedures on Limitation of Entry of Orders and Publication of Imbalances in Pilot Stocks

You must, as stated above and required for all stocks, enter all MOC orders, in positions relating to a strategy
involving any expiring stock index futures, stock index options, or options on stock index futures, by 3:00 p.m.
eastern time. In addition, as described below, there are special limitations regarding the subsequent entry
of orders, and special procedures for publication of imbalances, that are applicable only to pilot stocks (see
attached list). It should be noted that, pursuant to Rule 13, an order for execution at the close may only be
entered for execution at-the-market; “limit-at-the-close” orders are not permitted.

As soon as possible after 3:00 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:00 p.m. in those pilot stocks. Additionally, as soon as possible after
3:30 p.m. in the Exchange will again publish on the tape any imbalance of MOC orders of 50,000 shares or
more that existed at 3:30 p.m. For those pilot stocks that had imbalance notices published at 3:00 p.m. and
there is no imbalance of 50,000 shares or more at 3:30 p.m., the Exchange will publish a “No Imbalance”
message. If a pilot stock does not have an imbalance message printed at 3:00 p.m., no MOC orders will
be permitted in that stock unless, at 3:30 p.m., due to cancellations, a 50,000 share or more imbalance is
published. If that occurs, MOC orders will be permitted to offset the imbalance published at 3:30 p.m. If a “No
Imbalance” notice is published in a pilot stock at 3:30 p.m., no MOC orders will be permitted. A third time,
as soon as possible after 3:45 p.m., the Exchange will publish imbalances of 50,000 shares or more in the
pilot stocks. For those pilot stocks that had imbalance notices published at 3:30 and there is no imbalance
of 50,000 shares or more at 3:45 p.m., the Exchange will publish a “No Imbalance” message. If a pilot stock
does not have an imbalance message printed at 3:30 p.m., no MOC orders will be permitted in that stock
unless at 3:45 p.m., due to cancellations, a 50,000 share or more imbalance is published. If that occurs,
MOC orders will be permitted to offset the imbalance published at 3:45 p.m. If a “No Imbalance” notice is
published in a pilot stock at 3:45 p.m., no MOC orders will be permitted in that stock. While MOC orders
previously entered may be cancelled or reduced in size until 3:45 p.m., once a publication of an imbalance
in a pilot stock has been made, any MOC orders subsequently entered in such pilot stock will be accepted
only to trade on the opposite side of the market in relation to such published imbalance. The liquidation of
positions relating to a strategy involving any stock index futures, stock index options, or options on stock
index futures using MOC orders entered after 3:00 p.m. is not permitted, even if such orders might offer net
reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:45 p.m. may not reflect the imbalance that exists at the close.

The procedures stated in this section relate only to the pilot stocks. Regular procedures, including revised
procedures for all stocks that are stated on Pages One through Four, will apply to all other listed securities.
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3. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they may be
‘stopped’ against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

4. “G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

5. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the a t-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a)(2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
David Leibowitz at (212) 656-4588.

Robert J. McSweeney

Senior Vice President

                              

Attachments
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5. Expiration Friday Pilot Stocks - January 15, 1993

   ABT    ABBOTT LABORATORIES

   AXP    AMERICAN EXPRESS COMPANY

   AHP    AMERICAN HOME PRODUCTS CORPORATION

   AIG    AMERICAN INTERNATIONAL GROUP INC.

   T      AMERICAN TELEPHONE AND TELEGRAPH

   AIT    AMERITECH

   AN     AMOCO CORPORATION

   BUD    ANHEUSER BUSCH COMPANIES INC.

   ARC    ATLANTIC RICHFIELD COMPANY

   BAC    BANKAMERICA CORPORATION

   BEL    BELL ATLANTIC CORPORATION

   BLS    BELL SOUTH CORPORATION

   BMY    BRISTOL MYERS COMPANY

   CHV    CHEVRON CORPORATION

   KO     COCA COLA COMPANY
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   DOW    DOW CHEMICAL COMPANY

   DD     DU PONT COMPANY

   EK     EASTMAN KODAK COMPANY

   LLY    ELI LILLY AND COMPANY

   XON    EXXON CORPORATION

   FNM    FEDERAL NATIONAL MORTGAGE ASSOCIATION

   F      FORD MOTOR COMPANY

   GE     GENERAL ELECTRIC COMPANY

   GM     GENERAL MOTORS CORPORATION

   GTE    GTE CORPORATION

   HWP    HEWLETT-PACKARD COMPANY

   HD     HOME DEPOT INC.

   IBM    INTERNATIONAL BUSINESS MACHINES CORP.

   IP     INTERNATIONAL PAPER COMPANY

   JNJ    JOHNSON AND JOHNSON

   K      KELLOGG COMPANY
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   MCD    MCDONALDS CORPORATION

   MRK    MERCK AND COMPANY INC.

   MMM    MINNESOTA MINING AND MANUFACTURING

   MOB    MOBIL CORPORATION

   MOT    MOTOROLA INC.

   NYN    NYNEX CORPORATION

   *PCG   PACIFIC GAS & ELECTRIC CO.

   PAC    PACIFIC TELESIS GROUP

   PEP    PEPSICO INC.

   PFE    PFIZER INC.

   MO     PHILIP MORRIS COS. INC. HOLDING CO.

   PG     PROCTER AND GAMBLE COMPANY

   RD     ROYAL DUTCH PETROLEUM COMPANY

   SLE    SARA LEE CORP.

   S      SEARS ROEBUCK AND COMPANY

   SBC    SOUTHWESTERN BELL CORPORATION
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   TX     TEXACO INC.

   UN     UNILEVER N.V. ADRS

   USW    U.S. WEST INC.

   WMT    WAL MART STORES INC.

   DIS    WALT DISNEY COMPANY

   WMX    WASTE MANAGEMENT INC.

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of December 30,
1992, and the 20 Major Market Index stocks. The indicated (*) stock has been added to the list and SLB has
been deleted.

      

6. MidCap Index Expiration Friday Stocks - January 15, 1993

   ABX   American Barrick Resources Corporation

   AOC   AON Corporation

   BK    Bank of New York Company, Inc.

   BR    Burlington Resources Inc.

   CMA   Comerica Incorporated

   GME   General Motors Corp. Class E

   MS    Morgan Stanley Group Inc.
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   NU    Northeast Utilities

   UNH   United Healthcare Corp.

   WB    Wachovia Corporation

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of December
31, 1992.

7. MEMORANDUM

Date: January 8, 1993

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Openings and Market-on-Close (MOC)
Orders

1. Openings

1Q. Can “limit at the opening” (“limit OPG”) orders be entered in the stocks that are not among the
stocks included in the pilot?

1A. “Limit OPG” orders are now permitted on expiration Friday. Unexecuted “limit OPG”, orders are cancelled
after the opening transaction. “Limit-at-the-close” orders are not permitted at any time.

2Q. When can specialists obtain an OARS status request?

2A. At any time after 7:30 a.m., in any stock. (Specialists should review OARS inquiry, freeze and opening
procedures to avoid problems.)

3Q. Must specialists wait until 9:27 a.m. to start the ITS pre-opening application?

3A. No. ITS Pre-Opening notifications may be issued beginning at 9:00 a.m.

4Q. Are “G” orders to sell short at the market handled differently at the opening then at the close on
expiration day?

4A. Yes, “G”, short market orders are covered by two different procedures. At the opening they are handled
as they are on any other day. “G” short market orders must yield to all public limit orders at the lowest valid
short tick. At any higher price the “G” shorts need not yield. At the close, “G” market shorts must yield to all
limit orders at the sale price, even if that price is higher than the first valid short tick.

5Q. How should specialists and Floor Officials handle requests to “hold the opening” in the pilot
stocks?

5A. The Exchange has added auxiliary and early procedures with the express purpose of providing a prompt
opening in all stocks, not just the 50 pilot stocks. Brokers should be told to have their opening interest
represented by 9:30 a.m., and assuming adequate pricing information re: substantial disparity from the close,
all stocks should be opened as quickly after 9:30 as possible.

2. MOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?
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1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. If there was no MOC imbalance of 50,000 or more shares in a pilot stock at 3 p.m., but due to
MOC order cancellations, an imbalance of 50,000 or more shares exists at 3:30 p.m., should it be
disseminated?

2A. Yes. Subsequently, contra side MOC orders may be entered.

3Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

3A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

   1. Example #1   200,000 buy MOC

                    50,000 sell MOC

                    50,000 sell plus MOC

                    25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000−S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

   2. Example #2   100,000 sell MOC

                    50,000 buy MOC

                    25,000 buy minus MOC

                    25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000−B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

4Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4-1/2 - last sale 20 3/8

4A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus or sell
short order would go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the
other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus or
sell short order would go ahead of the 20 1/2 limit sell orders on the book because it should be treated like a
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market order. Similarly, a market-on-close buy minus order would be treated as a limit order if the last sale
was on a “plus” or “zero plus”, going behind any buy orders limited at 20 1/4. If the last sale was on a “minus”
or “zero minus” tick, the market-on-close buy minus order would be treated as a market order and executed
ahead of 20 1/4 limit buy orders on the book.

5Q. Are limit at-the-close or MOC “short” at-the-close orders permitted?

5A. Limit at-the-close orders, where a specific price is indicated, are not allowed. Firms may enter “short”
MOC orders.

6Q. Should brokers in the Crowd give the specialist their orders prior to the final bell? How should
they be handled by the specialist?

6A. Yes. Brokers in the Crowd should give their orders to the specialist prior to the final bell to allow the
specialist to arrange a closing price. Such orders should be handled like “love” orders on the opening.

7Q. Can MOC orders be entered in the pilot stocks if “No imbalance” notice is published at 3:00 p.m.,
3:30 p.m. or 3:45 p.m.?

7A. NO MOC orders may be entered if a “no imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a Published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.

8Q. While a specialist may not accept MOC after a “no imbalance” has been published may a $2
broker or house broker handle such an order?

8A. Firms should not be entering MOC orders in pilot stocks that have a “no imbalance” message published.
If a broker has such an order, the MOC requirement must be taken off.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.
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December 29, 1992

  

Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, OPERATIONS OFFICER, INTERNAL
AUDIT/COMPLIANCE, LEGAL AND TRADING DEPARTMENTS

SUBJECT: ELECTRONIC TRANSMISSION OF ORDERS

Member organizations have requested clarification of certain issues addressed in Information Memorandum
No. 92-15 dated May 28, 1992 (attached without Exhibit) relating to electronic transmission of orders.

1. “Adequate Written Control Procedures”

The memorandum states that when electronic order entry devices are provided to correspondents pursuant
to carrying or clearing agreements, member organizations are required to ensure that correspondents have
adequate written control procedures in place prior to granting access to their electronic order routing system.
*   The word “adequate” in this circumstance means that member organizations must assure themselves that
their correspondents' written order entry procedures are reasonable under the particular circumstances of the
correspondent, i.e., the procedures as set forth can be reasonably expected to provide for the monitoring and
supervision of the entry of orders to minimize the potential for errors.

2. Maintenance of Correspondents' Written Control Procedures

The memorandum requires member organizations to obtain and maintain as part of their books and records,
a copy of their correspondents' written control procedures pertaining to electronic order entry. The Exchange
has been asked whether this requirement would be satisfied if the carrying or clearing member organization
itself establishes the procedures by which a correspondent(s) must abide and has the correspondent sign
an undertaking stating that it will abide by such procedures. Such an action would be consistent with the
requirements imposed in the memorandum.

The Exchange has also been asked whether use of an electronic screen, i.e., built-in system checks, such
as preset size and/or dollar limits, is sufficient as a means of satisfying the above requirements. Such built-in
checks would be acceptable in lieu of obtaining the correspondent's written control procedures.

Questions regarding this matter may be directed to Mary Anne Furlong on (212) 656-4823 or Patricia Dorilio
on (212) 656-2744.

Salvatore Pallante

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes
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*  Information Memorandum No. 92-15 is not intended to alter or increase the liabilities of carrying
organizations with respect to monitoring/supervising customer accounts of introducing broker-dealers.
The memorandum, however, encourages member organizations to review practices and procedures with
respect to electronic order entry with a view toward increasing the effectiveness of such procedures to
minimize the potential for errors.
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December 23, 1992

  

Member Firm Regulation

 TO: MEMBER ORGANIZATIONS

ATTENTION: MANAGING PARTNERS, CHIEF EXECUTIVE OFFICER AND CHIEF FINANCIAL AND
OPERATIONS PARTNERS/OFFICERS

SUBJECT: MONTHLY FILING OF FOCUS PART II

The Exchange is continuing the process of enhancing its computerized financial surveillance system. The
initial phase began with the electronic transmission of FOCUS Reports completed in 1991.

The current modifications will i mprove the Exchange's capabilities to electronically monitor the financial
condition of our members and member organizations. The system being developed will enable us to more
effectively review and analyze current financial and operational data submitted in FOCUS Reports as well
as conduct comparisons with prior periods' reports. However, to realize the full benefit of the system and
to identify issues or concerns more timely, we will require the receipt of more detailed monthly financial
information than is currently obtained from FOCUS Part I reports. Therefore, the Exchange will require the
monthly filing of FOCUS Part II reports from all members and member organizations currently required to file
FOCUS Part I. The monthly reporting on FOCUS Part II will commence with the January, 1993 report. Any
question concerning this memo should be directed to your Finance Coordinator.

Salvatore Pallante

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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December 16, 1992

  

Market Surveillance

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: New Opening Procedures for S&P MidCap 400 Index Stocks on December 18, 1992 (“Expiration
Friday”)

Effective with the December 18, 1992 expiration, existing procedures relating to dissemination of order
imbalances prior to the opening will also include ten stocks which are part of the S&P MidCap 400 Index (list
attached).

These procedures will be in addition to the regular expiration Friday auxiliary opening procedures specified in
Information Memo 92-40, issued on December 11, 1992.

1. New Opening Procedures

Beginning with the December 18, 1992 expiration Friday, and every monthly expiration thereafter, for any of
the ten MidCap stocks specified (list attached) having a market order imbalance of 50,000 shares or more at
9:00 a.m., the NYSE will disseminate the size of the order imbalance via the low-speed ticker and the news
services as promptly as practicable after 9:00 a.m.

You should refer to Information Memo 92-40 for detailed discussion of the auxiliary opening procedures for
December 18, 1992.

Any questions you have regarding these new procedures may be directed to Mr. Arthur Harris at (212)
656-6884 or Ms. Carol Krusik at (212) 656-4597.

Robert J. McSweeney

Senior Vice President

                         

2. MidCap Index Expiration Friday Stocks - December 18, 1992

       ABX                American Barrick Resources Corporation

       AOC                AON Corporation

       BK                 Bank of New York Company, Inc.
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       BR                 Burlington Resources Inc.

       CMA                Comerica Incorporated

       GME                General Motors Corp. Class E

       MS                 Morgan Stanley Group Inc.

       NU                 Northeast Utilities

       UNH                United Healthcare Corp.

       WB                 Wachovia Corporation

This list contains the 10 highest weighted S&P MidCap 400 stocks based on market values as of December
15, 1992.

                             

3. Expiration Friday Pilot Stocks - December 18, 1992

       ABT                ABBOTT LABORATORIES

       AXP                AMERICAN EXPRESS COMPANY

       AHP                AMERICAN HOME PRODUCTS CORPORATION

       AIG                AMERICAN INTERNATIONAL GROUP INC.

       T                  AMERICAN TELEPHONE AND TELEGRAPH

       AIT                AMERITECH

       AN                 AMOCO CORPORATION
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       BUD                ANHEUSER BUSCH COMPANIES INC.

       ARC                ATLANTIC RICHFIELD COMPANY

       BAC                BANKAMERICA CORPORATION

       BEL                BELL ATLANTIC CORPORATION

       BLS                BELL SOUTH CORPORATION

       BMY                BRISTOL MYERS COMPANY

       CHV                CHEVRON CORPORATION

       KO                 COCA COLA COMPANY

       DOW                DOW CHEMICAL COMPANY

       DD                 DU PONT COMPANY

       EK                 EASTMAN KODAK COMPANY

       LLY                ELI LILLY AND COMPANY

       XON                EXXON CORPORATION

       FNM                FEDERAL NATIONAL MORTGAGE ASSOCIATION

       F                  FORD MOTOR COMPANY

       GE                 GENERAL ELECTRIC COMPANY
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       GM                 GENERAL MOTORS CORPORATION

       GTE                GTE CORPORATION

       HWP                HEWLETT-PACKARD COMPANY

       HD                 HOME DEPOT INC.

       IBM                INTERNATIONAL BUSINESS MACHINES CORP.

       IP                 INTERNATIONAL PAPER COMPANY

       JNJ                JOHNSON AND JOHNSON

       K                  KELLOGG COMPANY

       MCD                MCDONALDS CORPORATION

       MRK                MERCK AND COMPANY INC.

       MMM                MINNESOTA MINING AND MANUFACTURING

       MOB                MOBIL CORPORATION

       *MOT               MOTOROLA INC.

       NYN                NYNEX CORPORATION

       PAC                PACIFIC TELESIS GROUP

       PEP                PEPSICO INC.
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       PFE                PFIZER INC.

       MO                 PHILIP MORRIS COS. INC. HOLDING CO.

       PG                 PROCTER AND GAMBLE COMPANY

       RD                 ROYAL DUTCH PETROLEUM COMPANY

       SLE                SARA LEE CORP.

       SLB                SCHLUMBERGER LTD.

       S                  SEARS ROEBUCK AND COMPANY

       SBC                SOUTHWESTERN BELL CORPORATION

       TX                 TEXACO INC.

       UN                 UNILEVER N.V. ADRS

       USW                U.S. WEST INC.

       WMT                WAL MART STORES INC.

       DIS                WALT DISNEY COMPANY

       WMX                WASTE MANAGEMENT INC.

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of December 2,
1992, and the 20 Major market Index stocks. The indicated (*) stock has been added to the list.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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December 11, 1992

  

Market Surveillance

PLEASE PAY SPECIFIC ATTENTION TO NEW PROCEDURES TO BE IMPLEMENTED NEXT MONTH LISTED IN
THE BOX BELOW

EFFECTIVE WITH NEXT MONTH'S EXPIRATION FRIDAY, IN JANUARY, 1993, THE QUARTERLY AUXILIARY
OPENING PROCEDURES WILL BE IN EFFECT FOR EVERY MONTH

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Procedures for Handling Market-on-Close Orders on
December 18, 1992 (“Expiration Friday”)

1. IMPORTANT PROCEDURES WILL AGAIN BE IMPLEMENTED WITH THE DECEMBER 18, 1992 EXPIRATION:

•NO MOC ORDERS RELATED TO A STRATEGY INCLUDING ANY STOCK INDEX FUTURES, STOCK
INDEX OPTIONS OR OPTIONS ON STOCK INDEX FUTURES IN EXPIRING CONTRACTS MAY BE
ENTERED AFTER 3:00 P.M. IN ANY STOCK. ORDERS TO ESTABLISH POSITIONS MAY BE ENTERED
IN NON-PILOT STOCKS UNTIL 4:00 P.M., AND TO OFFSET A PUBLISHED IMBALANCE IN THE PILOT
STOCKS.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:45 P.M. IN ANY STOCK.

•THERE WILL BE AN ADDITIONAL IMBALANCE PUBLICATION AT 3:45 P.M. IN THE PILOT STOCKS
ONLY.

•LIMIT-AT-THE-CLOSE ORDERS ARE NOT ALLOWED.

2. DETAILED DISCUSSION IS PROVIDED ON PAGES 3, 4 AND 5.

Members and member organizations are reminded that auxiliary opening and closing procedures for
expiration Friday will be implemented on expiration Friday, December 18, 1992, as indicated below. The SEC
has formally approved the extension of the pilot through October 1993.

The provisions of Rule 80A, regarding entry of index arbitrage Orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on each month's expiration Friday.

3. OPENING PROCEDURES

Several auxiliary procedures are necessary to integrate stock orders relating to expiring contracts into
NYSE's opening procedures in a manner that assures an efficient market opening in each stock as close to
9:30 a.m. as possible. The auxiliary opening procedures applicable on December 18, 1992 are:

1. Order Entry
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Stock orders relating to index contracts whose settlement pricing is based upon the December 18, 1992
opening prices must be received by SuperDot or by the specialist by 9:00 a.m.

- These orders may be cancelled or reduced in size. 1 

- Stock orders relating to index contracts whose settlement pricing is not based upon the December 18
opening prices may be entered after 9:00 a.m.

To facilitate early order entry, SuperDot (1) will begin accepting orders at 7:30 a.m. and (2) will accept market
orders of 30,099 shares or less.

“Limit-at-the-opening” (“limit OPG”) orders are permitted, including delivery through Exchange systems.

- Ordinary limit orders may also be entered.

2. Order Identification

Stock orders relating to opening-price settling contracts must be identified “OPG.”

- Firms entering these orders through SuperDot, but unable to identify orders as “OPG”, may use a unique
branch code or firm identifier (mnemonic) to identify these orders. The NYSE Market Surveillance Division (11
Wall Street, 11th Floor) must be advised of the branch code or identifier by December 21, 1992.

- Firms unable to identify these orders in either way, and firms not using SuperDot, must submit a list of all
these orders and related details to the NYSE Market Surveillance Division by December 21, 1992.

3. Dissemination of Order Imbalances

For any of the pilot stocks (list attached) having a market order imbalance of 50,000 shares or more at
9:00 a.m., the NYSE will disseminate the size of the order imbalance via the low-speed ticker and the news
services as promptly as practicable after 9:00 a.m.

4. Dissemination of Indications

Except for the auxiliary procedures described above, all stocks, including the pilot stocks, are subject to the
regular NYSE opening procedures, including price indications where a substantial price change is anticipated.
Dissemination of an indication is mandatory for an opening which will result in a price change constituting
the lesser of 10% or three points from the prior NYSE close, or five points if the previous close is $100 or
higher, unless the price change is less than one point. Fifteen minutes must elapse between a first indication
and a stock's opening. However, when more than one indication is necessary, a stock may open (1) five
minutes after the last indication when it overlaps the prior indication (e.g., 51 - 53 overlaps 50 - 52, but does
not overlap 53 - 55) and (2) ten minutes after the last indication when it does not overlap the prior indication,
provided that 15 minutes must have elapsed from the dissemination of the first indication.

4. PROCEDURES RELATING TO THE CLOSE

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. Applicable MOC orders
are those relating to a strategy involving any stock index futures, stock index options, or options on stock
index futures, in all stocks. These procedures have been filed as a rule with the SEC.

The cut-off time is 3:00 p.m. for the entry of MOC orders that relate to a strategy including any expiring stock
index futures, stock index options or options on stock index futures. This requirement applies to all stocks, not
just pilot stocks. These closing procedures will again be implemented with the December 18, 1992 expiration.

1. Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.
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Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

2. Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:45 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will continue to be permitted after 3:45 p.m.

3. Special Procedures on Limitation of Entry of Orders and Publication of Imbalances in Pilot Stocks

You must, as stated above and required for all stocks, enter all MOC orders, in positions relating to a strategy
involving any expiring stock index futures, stock index options, or options on stock index futures, by 3:00 p.m.
eastern time. In addition, as described below, there are special limitations regarding the subsequent entry
of orders, and special procedures for publication of imbalances, that are applicable only to pilot stocks (see
attached list). It should be noted that, pursuant to Rule 13, an order for execution at the close may only be
entered for execution at-the-market; “limit-at-the-close” orders are not permitted.

As soon as possible after 3:00 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:00 p.m. in those pilot stocks. Additionally, as soon as possible after
3:30 p.m. the Exchange will again publish on the tape any imbalance of MOC orders of 50,000 shares or
more that existed at 3:30 p.m. For those pilot stocks that had imbalance notices published at 3:00 p.m. and
there is no imbalance of 50,000 shares or more at 3:30 p.m., the Exchange will publish a “No Imbalance”
message. If a pilot stock does not have an imbalance message printed at 3:00 p.m., no MOC orders will
be permitted in that stock unless, at 3:30 p.m., due to cancellations, a 50,000 share or more imbalance is
published. If that occurs, MOC orders will be permitted to offset the imbalance published at 3:30 p.m. If a “No
Imbalance” notice is published in a pilot stock at 3:30 p.m., no MOC orders will be permitted. A third time,
as soon as possible after 3:45 p.m., the Exchange will publish imbalances of 50,000 shares or more in the
pilot stocks. For those pilot stocks that had imbalance notices published at 3:30 and there is no imbalance
of 50,000 shares or more at 3:45 p.m., the Exchange will publish a “No Imbalance” message. If a pilot stock
does not have an imbalance message printed at 3:30 p.m., no MOC orders will be permitted in that stock
unless at 3:45 p.m., due to cancellations, a 50,000 share or more imbalance is published. If that occurs, MOC
orders will be permitted to offset the imbalance published at 3:45 p.m. If a “No Imbalance” notice is published
in a pilot stock at 3:45 p.m., no MOC orders will be permitted in that stock. While MOC orders previously
entered may be cancelled or reduced in size until 3:45 p.m., once a publication of an imbalance in a pilot
stock has been made, any MOC orders subsequently entered in such pilot stock will be accepted only to
trade on the opposite side of the market in relation to such published imbalance. The liquidation of positions
relating to a strategy involving any stock index futures, stock index options, or options on stock index futures
using MOC orders entered after 3:00 p.m. is not permitted, even if such orders might offset net reported
imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:45 p.m. may not reflect the imbalance that exists at the close.

The procedures stated in this section relate only to the pilot stocks. Regular procedures, including revised
procedures for all stocks that are stated on Pages One through Four, will apply to all other listed securities.

4. Printing at the Close
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Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they may be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

5. “G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G”, order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

6. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a)(2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
David Leibowitz at (212) 656-4588.

Robert E.J. McSweeney

Senior Vice President

                                              

Attachments

                             

5. Expiration Friday Pilot Stocks - December 18, 1992
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       ABT                ABBOTT LABORATORIES

       AXP                AMERICAN EXPRESS COMPANY

       AHP                AMERICAN HOME PRODUCTS CORPORATION

       AIG                AMERICAN INTERNATIONAL GROUP INC.

       T                  AMERICAN TELEPHONE AND TELEGRAPH

       AIT                AMERITECH

       AN                 AMOCO CORPORATION

       BUD                ANHEUSER BUSCH COMPANIES INC.

       ARC                ATLANTIC RICHFIELD COMPANY

       BAC                BANKAMERICA CORPORATION

       BEL                BELL ATLANTIC CORPORATION

       BLS                BELL SOUTH CORPORATION

       BMY                BRISTOL MYERS COMPANY

       CHV                CHEVRON CORPORATION

       KO                 COCA COLA COMPANY

       DOW                DOW CHEMICAL COMPANY
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       DD                 DU PONT COMPANY

       EK                 EASTMAN KODAK COMPANY

       LLY                ELI LILLY AND COMPANY

       XON                EXXON CORPORATION

       FNM                FEDERAL NATIONAL MORTGAGE ASSOCIATION

       F                  FORD MOTOR COMPANY

       GE                 GENERAL ELECTRIC COMPANY

       GM                 GENERAL MOTORS CORPORATION

       GTE                GTE CORPORATION

       HWP                HEWLETT-PACKARD COMPANY

       HD                 HOME DEPOT INC.

       IBM                INTERNATIONAL BUSINESS MACHINES CORP.

       IP                 INTERNATIONAL PAPER COMPANY

       JNJ                JOHNSON AND JOHNSON

       K                  KELLOGG COMPANY

       MCD                MCDONALDS CORPORATION
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       MRK                MERCK AND COMPANY INC.

       MMM                MINNESOTA MINING AND MANUFACTURING

       MOB                MOBIL CORPORATION

       *MOT               MOTOROLA INC.

       NYN                NYNEX CORPORATION

       PAC                PACIFIC TELESIS GROUP

       PEP                PEPSICO INC.

       PFE                PFIZER INC.

       MO                 PHILIP MORRIS COS. INC. HOLDING CO.

       PG                 PROCTER AND GAMBLE COMPANY

       RD                 ROYAL DUTCH PETROLEUM COMPANY

       SLE                SARA LEE CORP.

       SLB                SCHLUMBERGER LTD.

       S                  SEARS ROEBUCK AND COMPANY

       SBC                SOUTHWESTERN BELL CORPORATION

       TX                 TEXACO INC.
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       UN                 UNILEVER N.V. ADRS

       USW                U.S. WEST INC.

       WMT                WAL MART STORES INC.

       DIS                WALT DISNEY COMPANY

       WMX                WASTE MANAGEMENT INC.

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of December 2,
1992, and the 20 Major Market Index stocks. The indicated (*) stock has been added to the list.

6. MEMORANDUM

Date: December 11, 1992

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Openings and Market-on-Close (MOC)
Orders

1. Openings

1Q. Can “limit at the opening” (“limit OPG”) orders be entered in the stocks that are not among the
stocks included in the pilot?

1A. “Limit OPG” orders are now permitted on expiration Friday. Unexecuted “limit OPG” orders are cancelled
after the opening transaction. “Limit-at-the-close” orders are not permitted at any time.

2Q. When can specialists obtain an OARS status request?

2A. At any time after 7:30 a.m., in any stock. (Specialists should review OARS inquiry, freeze and opening
procedures to avoid problems.)

3Q. Must specialists wait until 9:27 a.m. to start the ITS pre-opening application?

3A. No. ITS Pre-Opening notifications may be issued beginning at 9:00 a.m.

4Q. Are “G” orders to sell short at the market handled differently at the opening then at the close on
expiration day?

4A. Yes, “G” short market orders are covered by two different procedures. At the opening they are handled
as they are on any other day. “G” short market orders must yield to all public limit orders at the lowest valid
short tick. At any higher price the “G” shorts need not yield. At the close, “G” market shorts must yield to all
limit orders at the sale price, even if that price is higher than the first valid short tick.

5Q. How should specialists and Floor Officials handle requests to “hold the opening” in the pilot
stocks?
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5A. The Exchange has added auxiliary and early procedures with the express purpose of providing a prompt
opening in all stocks, not just the 50 pilot stocks. Brokers should be told to have their opening interest
represented by 9:30 a.m., and assuming adequate pricing information re: substantial disparity from the close,
all stocks should be opened as quickly after 9:30 as possible.

2. MOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. If there was no MOC imbalance of 50,000 or more shares in a pilot stock at 3 p.m., but due to
MOC order cancellations, an imbalance of 50,000 or more shares exists at 3:30 p.m., should it be
disseminated?

2A. Yes. Subsequently, contra side MOC orders may be entered.

3Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

3A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

1. Example #1 200,000 buy MOC

50,000 sell MOC

50,000 sell plus MOC

25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000 - S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

2. Example #2 100,000 sell MOC

50,000 buy MOC

25,000 buy minus MOC

25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000 - B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

4Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4- 1/2 - last sale 20 3/8

4A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus or sell
short order would go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the
other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus or
sell short order would go ahead of the 20 1/2 limit sell orders on the book because it should be treated like a
market order. Similarly, a market-on-close buy minus order would be treated as a limit order if the last sale
was on a “plus” or “zero plus”, going behind any buy orders limited at 20 1/4. If the last sale was on a “minus”
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or “zero minus” tick, the market-on-close buy minus order would be treated as a market order and executed
ahead of 20 1/4 limit buy orders on the book.

5Q. Are limit at-the-close or MOC “short” at-the-close orders permitted?

5A. Limit at-the-close orders, where a specific price is indicated, are not allowed. Firms may enter “short”
MOC orders.

6Q. Should brokers in the Crowd give the specialist their orders prior to the final bell? How should
they be handled by the specialist?

6A. Yes. Brokers in the Crowd should give their orders to the specialist prior to the final bell to allow the
specialist to arrange a closing price. Such orders should be handled like “love” orders on the opening.

7Q. Can MOC orders be entered in the pilot stocks if “No imbalance” notice is published at 3:00 p.m.,
3:30 p.m. or 3:45 p.m.?

7A. No MOC orders may be entered if a “no imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.

8Q. While a specialist may not accept MOC after a “no imbalance” has been published may a $2
broker or house broker handle such an order?

8A. Firms should not be entering MOC orders in pilot stocks that have a “no imbalance” message published.
If a broker has such an order, the MOC requirement must be taken off.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.
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December 9, 1992

  

Market Surveillance

 TO: Members and Member Organizations

SUBJECT: Tax Switching Transactions

The following is a reminder to members and member organizations that riskless tax switching trades are
prohibited. Please note that this prohibition applies with equal force at openings and to bond transactions.

* * *

Transactions effected as described below are not permitted on the Floor of the Exchange and if discovered
will result in appropriate disciplinary action by the Exchange:

An Exchange member (“member A”), desiring to effect a tax switch of 1,000 shares of XYZ, approaches the
XYZ specialist and informs him of his wish to effect the tax switch at approximately the price of the current bid
or the current offer for XYZ. For purposes of this hypothetical example, assume that the current market for
XYZ is 35 3/8 bid for 2,000 shares and 35 5/8 asked for 1,500 shares, both representing limit orders entered
on the XYZ specialist's book. The XYZ specialist agrees to handle member A's purchase and sale tax switch
orders as agent, undertaking to execute those orders against market orders or other orders seeking execution
at the current bid or ask prices. Assume that another member (“member B”) subsequently approaches the
XYZ specialist with an order to sell (assuming for the sake of simplicity an order to sell 1,000 shares of XYZ at
the market), and is willing to effect the sale at the current bid of 35 3/8. The specialist then effects member B's
sale at that price, informing member B, for clearing purposes, that he has sold to member A.

Simultaneously, the specialist effects, as agent, a second trade of 1,000 shares of XYZ for member A with
the order or orders on his book, giving up, for clearing purposes, member A as the seller and, as the buyer
or buyers, the broker or brokers whose orders he represents; in terms of time priority of their receipt, the first

1,000 shares on his book at the bid price of 35 3/8. 1 

Only one of the two 1,000-share transactions in XYZ would be reported for inclusion in the consolidated
transactions reporting system.

The Exchange has concluded that transactions effected in the foregoing manner are not consistent with
Exchange Rule 78, which prohibits pre-arranged trades, and should not take place.

* * *

No problems would seem to arise under Exchange Rules and procedures if the switching transaction
was effected at the risk of the market. Such would be the case if the transaction was not pre-arranged
or guaranteed in any fashion. There should be two independent transactions - a purchase and sale, or
vice versa, but the price of each should be independently established. At the time of the first transaction
there should be no guarantee or assurance of the price of the second. The period of time between the two
transactions would not of itself determine whether or not the switching had been effected at the risk of the
market. Similarly, the entry of buy and sell orders to switch positions between accounts having the same
beneficial ownership, absent instructions not to cross those orders with each other, may result in a “wash”
transaction, which is prohibited. Further, the sending of a buy and sell order for the same beneficial owner
through the Opening Automated Report System (OARS) to effect a tax switch transaction on the opening, or
through our Designated Order Turnaround System (DOT) to effect a tax switch transaction at the close is not
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permissible. Any use of either system, or either Crossing Session, to effect the above described riskless or
“wash” transaction is prohibited.

It should be noted, that the purpose of this memorandum is to clarify Exchange rules and procedures only.
It is not to be construed as describing the tax consequences of any transaction under the Internal Revenue
Code or state law. Contact your tax adviser for the appropriate advice.

Questions regarding this matter should be directed to Mr. Arthur Harris at (212) 656-6884 or Mr. Daniel
Saporito at (212) 656-5097.

Robert J. McSweeney

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Had the first independent order to arrive at the post been a market order to buy rather than an order to
sell, the tax switch would have been effected at the offer price.
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December 8, 1992

  

Member Firm Regulation

A RESPONSE MAY BE REQUIRED

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: PLEASE ROUTE TO CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, COMPLIANCE,
LEGAL AND OPERATIONS DEPARTMENTS

SUBJECT: RULE 351(d) QUARTERLY COMPLAINT REPORTS

Since December 1988, the Exchange has required all members and member organizations conducting a
public business to report quarterly statistics of all written complaints received from the public. Information
Memorandum No. 88-35 listed the Product and Problem Codes as well as related definitions for categorizing
complaints.

After discussions with the industry committee on complaints, it was decided to update the current product and
problem codes effective January 1, 1993. The attached Exhibit A shows the current vs. the revised codes.
Exhibit B shows the integration of the current and revised codes, with their definitions. The revised codes
should be used for the report filed for the first quarter of 1993, due April 15.

Members and member organizations using the SIAC PC diskette to transmit these statistics must complete
the attached form (see Exhibit C) and return it to SIAC. Upon receipt of the form, SIAC will issue new
diskettes. PC users will not be furnished with a new diskette unless this form is completed. Please contact the
PC Service Center on (212) 383-2062 if you experience any problems with the operation of the diskette or if
the new diskette is not received by March 31, 1993.

Those members and member organizations that do not transmit via a SIAC provided diskette must adjust
their in-house programs to accommodate the new Product and Problem Codes.

Questions relating to the new codes or their definitions should be directed to Lorraine Ingrilli on (212)
656-5366.

Salvatore Pallante

Senior Vice President

Attachment

A. Exhibit A

1. CURRENT PRODUCT CODES

00. Miscellaneous

01. Equity (Stocks: Listed, OTC, New Issues, etc.)

02. Debt (Bonds: Corporate, Municipal, etc. but not U.S. Government Securities)

03. U.S. Government and U.S. Government Agency Securities

04. Commodities/Futures (Except Commodity Options and Financial Futures)
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05. Commodity Options

06. Options (Except Index)

07. Index Options

08. Insurance

09. Mutual Funds

10. Certificates of Deposit

11. Unit Investment Trusts

12. Direct Investments (Limited Partnerships, etc.)

13. Financial Futures

2. REVISED NEW RULE 351(D) PRODUCT CODES

CHANGE 01. Equity-Listed (Com. & Pfd. Stock; Closed end funds)

CHANGE 02. Debt - Corporate (not Asset Backed; includes conv. Corp. Zeros)

CHANGE 03. Debt - U.S. Gov't/U.S. Gov't Agency/U.S. Gov't Zeros & U.S. Zero Receipts, e.g., TIGR, CATS

CHANGE 09. Mutual Funds (open-end; include Money Funds)

CHANGE 10. CDs, Money Mkts. (Cpn. & Zero CDs; Com Paper, Banker Accept, not Money funds)

CHANGE 11. Unit Investment Trusts (Corp, Gov't & Muni; Defined Asset Funds)

NEW 14. Equity-OTC (Com & Pfd; New Issue)

NEW 15. Debt-Municipal (Bonds, Notes; Zeros; not MITs)

NEW 16. Debt-Asset Backed (CMOS, Credit Card, Rec'v. etc.)

NEW 17. Wrap Accounts

NEW 18. No Product

3. CURRENT SALES PRACTICE PROBLEM CODES/DEFINITIONS

00. Miscellaneous

01. Misrepresentation - Where the customer complaint alleges a misstatement or omission of a fact material
to the transaction(s) at issue.

02. Unauthorized Trades - Where the customer alleges that the transaction(s) was done without his specific
knowledge and approval.

03. Excessive Trading - Where the customer alleges trading was controlled by the RR and was excessive
given the size, frequency and character of the account and which trading was done solely to generate
commissions or other compensation with disregard of the customer's investment objectives.

04. Suitability - Where the customer alleges that a transaction was unsuitable because there was no
reasonable basis for believing, at the time of the transaction, that the customer had sufficient knowledge
and experience in financial matters to reasonably be expected to be capable of evaluating the risks of the
recommended transaction(s) and was financially able to bear those risks.

05. Failure to Follow Instructions - Includes allegations involving the Registered Representative's failure to
follow specific instructions from customers, proper power of attorney holders and from authorized parties of
corporate or other entity accounts.

06. Documentation - Includes allegations regarding material inaccuracies, omissions or failures to obtain or
provide required documents.
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07. Solicitation - Allegations of improper solicitation of an account and/or transactions.

08. Allegations of Theft or Misappropriation of Funds or Securities, or of Forgery.

09. Communications With Public - Allegations of false or misleading statements, claims, comparisons or
material omissions found in advertisements, sales literature, research reports and other communications,
including correspondence from RRs to customers or prospects.

4. REVISED/NEW “SALES PRACTICE” PROBLEM CODES/DEFINITIONS

CHANGE 00. Miscellaneous - “Sales Practice” only (“Non-Sales Practice” Miscellaneous Code is “99”).

CHANGE 02. Unauthorized Trades - Alleges that the transaction(s) was done without customer's specific
knowledge and approval. (NOTE: Not margin liquidation or dividend reinvestment type problems.)

CHANGE 08. Misappropriation/Forgery - Allegations of theft or misappropriation of funds/securities, or
forgery. (NOTE: Not dividend re-invest., customer checking/debit card activity or routine transfer instruction
problems.)

CHANGE 09. Communications with Public - Allegations of false or misleading statements, claims,
comparisons or material omissions found in advertisements, sales literature, and other written firm
communications, including correspondence from RRs to customers or prospects. (Not Research/Trading/
Investment Banking/Issuer/Sponsor materials.)

NEW 20. Research - Alleges transaction(s) was based on a firm's Research opinion which allegedly
contained a material misstatement(s) or the omission of a material fact(s) communicated to the RR/customer.
(This will usually be coded as a “Firm” vs. “RR” problem.)

NEW 21. Product Origination/Investment Banking - Alleges transaction(s) was based on Investment Banking/
Issuer/Sponsor disclosure(s) which allegedly lacked “due diligence” in that such disclosure(s) contained a
material misstatement(s) or the omission of a material fact(s) communicated to the RR/customer. (This will
usually be coded as a “Firm” vs. “RR” problem.)

NEW 22. Trading - Alleges transactions(s) was based on a Trading Department (or support staff)
disclosure(s) which contained a material misstatement(s) or the omission of a material fact(s) relating to a
secondary market condition or security feature communicated to the RR/customer. (This will usually be coded
as a “Firm” vs. “RR” problem.)

5. *   CURRENT NON SALES PRACTICE CODES

50 Transfer of Accounts

51 Receipt and/or Delivery of Securities

52 Receipt and/or Disbursement of Funds

53 Dividend or Interest

54 Margin

55 Reorganization/Redemption

56 Proxy/Prospectus

57 Execution

58 Statements/Confirmations

59 Tax Reporting

60 Fees/Commissions

61 Account Administration and Processing
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99 Miscellaneous

B. Exhibit B

1. PRODUCT CODES (Effective 1/1/93)

00. Miscellaneous

01. Equity-Listed (Com. & Pfd. Stock; Closed-end funds)

02. Debt - Corporate (not Asset Backed; includes conv. Corp. Zeros)

03. Debt - U.S. Gov't/U.S. Gov't Agency/U.S. Gov't Zeros & U.S. Zero Receipts, e.g., TIGR, CATS

04. Commodities/Futures (Except Commodity options and Financial Futures)

05. Commodity Options

06. Options (Except Index)

07. Index Options

08. Insurance

09. Mutual Funds (Open-end; include Money Funds)

10. CDs, Money Mkts. (Cpn. & Zero CDs; Commer. Paper, Banker Accept, not Money funds)

11. Unit Investment Trusts (Corp, Gov't & Muni; Defined Asset Funds)

12. Direct Investments (Limited Partnerships, etc.)

13. Financial Futures

14. Equity - OTC (Cmn & Pfd; New Issue)

15. Debt - Municipal (Bonds, Notes; Zeros; not MITs)

16. Debt - Asset Backed (CMOS, Credit Card, Rec'v. etc.)

17. Wrap Accounts

18. No Product

2. SALES PRACTICE PROBLEM CODES/DEFINITIONS (Effective 1/1/93)

00. Miscellaneous - “Sales Practice” only (“Non-Sales Practice” Miscellaneous Code is “99”).

01. Misrepresentation - Where the customer complaint alleges a misstatement or omission of a fact material
to the transaction(s) at issue.

02. Unauthorized Trades - Alleges that the transaction(s) was done without customer's specific knowledge
and approval. (NOTE: Not margin liquidation or dividend reinvestment type problems.)

03. Excessive Trading - Where the customer alleges trading was controlled by the RR and was excessive
given the size, frequency and character of the account and which trading was done solely to generate
commissions or other compensation with disregard of the customer's investment objectives.

04. Suitability - Where the customer alleges that a transaction was unsuitable because there was no
reasonable basis for believing, at the time of the transaction, that the customer had sufficient knowledge
and experience in financial matters to reasonably be expected to be capable of evaluating the risks of the
recommended transaction(s) and was financially able to bear those risks.

05. Failure to Follow Instructions - Includes allegations involving the RRs failure to follow specific instructions
from customers, proper power of attorney holders and from authorized parties of corporate or other entity
accounts.
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06. Documentation - Includes allegations regarding material inaccuracies, omissions or failures to obtain or
provide required documents.

07. Solicitation - Allegations of improper solicitation of an account and/or transactions.

08. Misappropriation/Forgery - Allegations of theft or misappropriation of funds/securities, or forgery. (NOTE:
Not dividend re-invest., customer checking/debit card activity or routine transfer instruction problems.)

09. Communications with Public - Allegations of false or misleading statements, claims, comparisons or
material omissions found in advertisements, sales literature, and other written firm communications, including
correspondence from RRs to customers or prospects. (Not Research/Trading/Investment Banking/Issuer/
Sponsor materials.)

20. Research - Alleges transaction(s) was based on a firm's Research opinion which allegedly contained a
material misstatement(s) or the omission of a material fact(s) communicated to the RR/customer. (This will
usually be coded as a “Firm” vs. “RR” problem.)

21. Product Origination/Investment Banking - Alleges transaction(s) was based on Investment Banking/
Issuer/Sponsor disclosure(s) which allegedly lacked “due diligence” in that such disclosure(s) contained a
material misstatement(s) or the omission of a material fact(s) communicated to the RR/customer. (This will
usually be coded as a “Firm” vs. “RR” problem.)

22. Trading - Alleges transaction(s) was based on a Trading Department (or support staff) disclosure(s) which
contained a material misstatement(s) or the omission of a material fact(s) relating to a secondary market
condition or security feature communicated to the RR/customer. (This will usually be coded as a “Firm” vs.
“RR” problem.)

3. *   CURRENT NON SALES PRACTICE CODES

50 Transfer of Accounts

51 Receipt and/or Delivery of Securities

52 Receipt and/or Disbursement of Funds

53 Dividend or Interest

54 Margin

55 Reorganization/Redemption

56 Proxy/Prospectus

57 Execution

58 Statements/Confirmations

59 Tax Reporting

60 Fees/Commissions

61 Account Administration and Processing

99 Miscellaneous

C. Exhibit C

1. PC COMPLAINTS SYSTEM

Please provide the new diskette to:

Contact Name:

Phone No.:
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Firm Name:

Address:

When form is completed, please return to:

SIAC PC Service Center

Attn: Richard Cucco

Two Metrotech Center

Brooklyn, NY 11201

or

FAX to: (718) 625-1207

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

*  These codes and their definitions remain the same.
*  These codes and their definitions remain the same.
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December 3, 1992

  

Market Surveillance

 TO: All Members and Member Organizations

SUBJECT: Last Trade Date for “Regular Way” Settlement in 1992

The last day on which “regular way” transactions may be made for settlement this calendar year in stocks and
bonds, other than U.S. Government obligations, is Wednesday, December 23rd.

Beginning December 24, 1992 until December 31, 1992, orders in stocks for accounts which are willing to
effect transactions on a “cash”, “next day” or “seller's option” basis should be so indicated. This policy relieves
the specialist from the responsibility of checking orders indicated solely “regular way” to ascertain whether
they are willing to participate on a “nonregular way” basis during that period.

A Floor Official's approval is not required from December 24-31, 1992 for “nonregular way” trades, if the
execution price is no greater than one-quarter of a point away from the “regular way” bid or offer.

Inquiries with respect to this memorandum should be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
Daniel Saporito at (212) 656-5097.

Robert J. McSweeney

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
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Content contained herein.
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December 2, 1992

  

Market Surveillance

 TO: Members and Member Organizations

ATTENTION: Managing Partners, Chief Executive Officers and Compliance Directors of Each Member
Organization

SUBJECT: Automated Reporting of Bond Trading Data

On December 30, 1988, Information Memo No. 88-44 was issued to advise members and member
organizations that the New York Stock Exchange, and the other securities self-regulatory organizations
comprising the Intermarket Surveillance Group, had adopted uniform policies and procedures for ensuring
timely responses by their members to requests for market surveillance information.

Specifically, members and member organizations, are required, under the provisions of Exchange Rule 410A,
to submit customer and proprietary trading (bluesheet) information upon request in the automated format
prescribed by the Exchange.

Consistent with the provisions of Rule 410A, all members and member organizations are also required to
respond to Exchange requests regarding bond transactions in a similar fashion.

It is important to note that when reporting a bond transaction, the identifying nine character CUSIP number
of the bond must be included with each transaction submitted. In addition, the symbol to be submitted for
each bond transaction should be the NYSE symbol, in the form of the base symbol, followed by a space and
any related suffix. Volume of bonds should be in the number of the bonds traded ($1,000 par value) and not
the principal value (e.g., 58 instead of $58,000). Price should be represented in “dollar price” expressed as a
percentage of par value.

Questions regarding automated reporting of bond trading information should be directed to Nancy R.
Mathieson, Market Surveillance, at (212) 656-6812. Questions regarding the technical aspects of transmitting
data to SIAC should be directed to Mark Salem, SIAC, at (212) 383-8327.

Robert J. McSweeney

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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November 13, 1992

  

Market Surveillance

 PLEASE PAY SPECIFIC ATTENTION TO NEW PROCEDURES IMPLEMENTED IN APRIL LISTED IN THE
BOX BELOW. THESE REVISIONS ARE DETAILED IN THE CIRCULAR.

MOC ORDERS IN ALL STOCKS PERTAINING TO INDEX STRATEGIES RELATING TO EXPIRING
CONTRACTS MUST BE IN BY 3:00 PM NO CANCELLATIONS OF MOC ORDERS IN ANY STOCK ARE
PERMITTED AFTER 3:45 P.M. SEE PAGES 1 to 4 FOR PROCEDURES

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Revised Procedures for Handling Market-on-Close Orders on November 20, 1992 (“Expiration
Friday”)

1. IMPORTANT NEW PROCEDURES WILL AGAIN BE IMPLEMENTED WITH THE NOVEMBER 20, 1992
EXPIRATION:

•NO MOC ORDERS RELATED TO A STRATEGY INCLUDING ANY STOCK INDEX FUTURES, STOCK
INDEX OPTIONS OR OPTIONS ON STOCK INDEX FUTURES IN EXPIRING CONTRACTS MAY BE
ENTERED AFTER 3:00 P.M. IN ANY STOCK. ORDERS TO ESTABLISH POSITIONS MAY BE ENTERED
IN NON-PILOT STOCKS UNTIL 4:00 P.M., AND TO OFFSET A PUBLISHED IMBALANCE IN THE PILOT
STOCKS.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:45 P.M. IN ANY STOCK.

•THERE WILL BE AN ADDITIONAL IMBALANCE PUBLICATION AT 3:45 P.M. IN THE PILOT STOCKS
ONLY.

•LIMIT-AT-THE-CLOSE ORDERS ARE NOT ALLOWED.

2. DETAILED DISCUSSION IS PROVIDED BELOW.

Members and member organizations are reminded that the closing procedures for the last trade date prior to
the expiration will again be implemented on expiration Friday, November 20, 1992, as indicated below. The
SEC has formally approved the extension of the pilot through October 1993.

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous closing value, shall not apply to index arbitrage market-on-close
orders that are liquidating previously established stock positions against expiring derivative index products.
This exemption from Rule 80A applies only on the last trade date prior to each month's expiration.

3. PROCEDURES RELATING TO THE CLOSE

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. Applicable MOC orders
are those relating to a strategy involving any stock index futures, stock index options, or options on stock
index futures, in all stocks. These procedures have been filed as a rule with the SEC.
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The cut-off time is 3:00 p.m. for the entry of MOC orders that relate to a strategy including any expiring stock
index futures, stock index options or options on stock index futures. This requirement applies to all stocks, not
just pilot stocks. These closing procedures will again be implemented with the November 20, 1992 expiration.

1. Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

2. Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:45 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will continue to be permitted after 3:45 p.m.

3. Special Procedures on Limitation of Entry of Orders and Publication of Imbalances in Pilot Stocks

You must, as stated above and required for all stocks, enter all MOC orders, in positions relating to a strategy
involving any expiring stock index futures, stock index options, or options on stock index futures, by 3:00 p.m.
eastern time. In addition, as described below, there are special limitations regarding the subsequent entry
of orders, and special procedures for publication of imbalances, that are applicable only to pilot stocks (see
attached list). It should be noted that, pursuant to Rule 13, an order for execution at the close may only be
entered for execution at-the-market; “limit-at-the-close” orders are not permitted.

As soon as possible after 3:00 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:00 p.m. in those pilot stocks. Additionally, as soon as possible after
3:30 p.m. the Exchange will again Publish on the tape any imbalance of MOC orders of 50,000 shares or
more that existed at 3:30 p.m. For those pilot stocks that had imbalance notices published at 3:00 p.m. and
there is no imbalance of 50,000 shares or more at 3:30 p.m., the Exchange will publish a “No Imbalance”
message. If a pilot stock does not have an imbalance message printed at 3:00 p.m., no MOC orders will
be permitted in that stock unless, at 3:30 p.m., due to cancellations, a 50,000 share or more imbalance is
published. If that occurs, MOC orders will be permitted to offset the imbalance published at 3:30 p.m. If a “No
Imbalance” notice is published in a pilot stock at 3:30 p.m., no MOC orders will be permitted. A third time,
as soon as possible after 3:45 p.m., the Exchange will publish imbalances of 50,000 shares or more in the
pilot stocks. For those pilot stocks that had imbalance notices published at 3:30 and there is no imbalance
of 50,000 more at 3:45 p.m., the Exchange will publish a “No Imbalance” message. If a pilot stock does not
have an imbalance message printed at 3:30 p.m., no MOC orders will be permitted in that stock unless at
3:45 p.m., due to cancellations, a 50,000 share or more imbalance is published. If that occurs, MOC orders
will be permitted to offset the imbalance published at 3:45 p.m. If a “No Imbalance” notice is published in a
pilot stock at 3:45 p.m., no MOC orders will be permitted in that stock. While MOC orders previously entered
may be cancelled or reduced in size until 3:45 p.m., once a publication of an imbalance in a pilot stock has
been made, any MOC orders subsequently entered in such pilot stock will be accepted only to trade on the
opposite side of the market in relation to such published imbalance. The liquidation of positions relating to a
strategy involving any stock index futures, stock index options, or options on stock index futures using MOC
orders entered after 3:00 p.m. is not permitted, even if such orders might offset net reported imbalances.
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Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:45 p.m. may not reflect the imbalance that exists at the close.

The procedures stated in this section relate only to the pilot stocks. Regular procedures, including revised
procedures for all stocks that are stated on Pages One and Two, will apply to all other listed securities.

4. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they may be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

5. “G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

6. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a)(2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
David Leibowitz at (212) 656-4588.

Robert J. McSweeney

Senior Vice President

                                          

Attachments
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4. Expiration Friday Pilot Stocks - November 20, 1992

       ABT        ABBOTT LABORATORIES

       AXP        AMERICAN EXPRESS COMPANY

       AHP        AMERICAN HOME PRODUCTS CORPORATION

       AIG        AMERICAN INTERNATIONAL GROUP INC.

       T          AMERICAN TELEPHONE AND TELEGRAPH

       AIT        AMERITECH

       AN         AMOCO CORPORATION

       BUD        ANHEUSER BUSCH COMPANIES INC.

       ARC        ATLANTIC RICHFIELD COMPANY

       BAC        BANKAMERICA CORPORATION

       BEL        BELL ATLANTIC CORPORATION

       BLS        BELL SOUTH CORPORATION

       BMY        BRISTOL MYERS COMPANY

       CHV        CHEVRON CORPORATION
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       KO         COCA COLA COMPANY

       DOW        DOW CHEMICAL COMPANY

       DD         DU PONT COMPANY

       EK         EASTMAN KODAK COMPANY

       LLY        ELI LILLY AND COMPANY

       XON        EXXON CORPORATION

       FNM        FEDERAL NATIONAL MORTGAGE ASSOCIATION

       F          FORD MOTOR COMPANY

       GE         GENERAL ELECTRIC COMPANY

       GM         GENERAL MOTORS CORPORATION

       GTE        GTE CORPORATION

       HWP        HEWLETT-PACKARD COMPANY

       HD         HOME DEPOT INC.

       IBM        INTERNATIONAL BUSINESS MACHINES CORP.

       IP         INTERNATIONAL PAPER COMPANY

       JNJ        JOHNSON AND JOHNSON
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       K          KELLOGG COMPANY

       MCD        MCDONALDS CORPORATION

       MRK        MERCK AND COMPANY INC.

       MMM        MINNESOTA MINING AND MANUFACTURING

       MOB        MOBIL CORPORATION

       NYN        NYNEX CORPORATION

       PAC        PACIFIC TELESIS GROUP

       PEP        PEPSICO INC.

       PFE        PFIZER INC.

       MO         PHILIP MORRIS COS. INC. HOLDING CO.

       PG         PROCTER AND GAMBLE COMPANY

       RD         ROYAL DUTCH PETROLEUM COMPANY

       SLE        SARA LEE CORP.

       SLB        SCHLUMBERGER LTD.

       S          SEARS ROEBUCK AND COMPANY

       SBC        SOUTHWESTERN BELL CORPORATION
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       TX         TEXACO INC.

       UN         UNILEVER N.V. ADRS

       USW        U.S. WEST INC.

       WMT        WAL MART STORES INC.

       DIS        WALT DISNEY COMPANY

       WMX        WASTE MANAGEMENT INC.

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of November 4,
1992, and the 20 Major Market Index stocks.

5. MEMORANDUM

Date: November 13, 1992

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) orders

1. MOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. If there was no MOC imbalance of 50,000 or more shares in a pilot stock at 3 p.m., but due to
MOC order cancellations, an imbalance of 50,000 or more shares exists at 3:30 p.m., should it be
disseminated?

2A. Yes. Subsequently, contra side MOC orders may be entered.

3Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

3A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

1. Example #1 200,000 buy MOC

50,000 sell MOC
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50,000 sell plus MOC

25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000 - S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

2. Example #2 100,000 sell MOC

50,000 buy MOC

25,000 buy minus MOC

25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000 - B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

4Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4-1/2 - last sale 20 3/8

4A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus or sell
short order would go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the
other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus or
sell short order would go ahead of the 20 1/2 limit sell orders on the book because it should be treated like a
market order. Similarly, a market-on-close buy minus order would be treated as a limit order if the last sale
was on a “plus” or “zero plus”, going behind any buy orders limited at 20 1/4. If the last sale was on a “minus”
or “zero minus” tick, the market-on-close buy minus order would be treated as a market order and executed
ahead of 20 1/4 limit buy orders on the book.

5Q. Are limit at-the-close or MOC “short” at-the-close orders permitted?

5A. Limit at-the-close orders, where a specific price is indicated, are not allowed. Firms may enter “short”
MOC orders.

6Q. Should brokers in the Crowd give the specialist their orders prior to the final bell? How should
they be handled by the specialist?

6A. Yes. Brokers in the Crowd should give their orders to the specialist prior to the final bell to allow the
specialist to arrange a closing price. Such orders should be handled like “love” orders on the opening.

7Q. Can MOC orders be entered in the pilot stocks if “No imbalance” notice is published at 3:00 p.m.,
3:30 p.m. or 3:45 p.m.?

7A. No MOC orders may be entered if a “no imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.

8Q. While a specialist may not accept MOC after a “no imbalance” has been published may a $2
broker or house broker handle such an order?

8A. Firms should not be entering MOC orders in pilot stocks that have a “no imbalance” message published.
If a broker has such an order, the MOC requirement must be taken off.
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November 13, 1992

  

Market Surveillance

 TO: Members and Member Organizations

SUBJECT: Adoption of Rule 410B

The Securities and Exchange Commission recently approved new Exchange Rule 410B (Reports of Listed
Securities Transactions Effected Off the Exchange). The rule requires the reporting to the Exchange of all
trades in NYSE-listed securities by members and member organizations whenever such trades are not
otherwise reported to the Consolidated Tape. Trades for a member or member organization's own account
or for their customer accounts are required to be reported to the Exchange under the rule. Trades by foreign
affiliates of a member organization that are arranged in the United States are required to be reported.

Currently transactions in Exchange-listed stocks effected outside business hours or trades effected in foreign
markets are not reported to the Consolidated Tape and, with the exception of program trading information,
are not reported to the Exchange. The Exchange believes that all transactions in Exchange-listed securities
not reported to the Consolidated Tape should be reported to it in order to provide an accurate record of
overall trading activity in its listed stocks.

1. Rule 410B, attached as Exhibit A, requires members and member organizations to report the following
information:

(1) time and date of the transaction;

(2) stock symbol of the listed security;

(3) number of shares;

(4) price of the transaction;

(5) marketplace where the transaction was executed;

(6) an indication whether the transaction was a buy (B), sell (S) or cross (C);

(7) an indication whether the transaction was executed as principal or agent; and

(8) the name of the contra-side broker-dealer to the trade.

A number of exceptions to required reporting are contained in the rule, including an exception for reporting
program trading transactions that are otherwise required to be reported to the Exchange via Daily Program
Trading Reports. More detailed information on such program trades may be requested by the Exchange on a
case-by-case basis.

2. Reporting Requirement

Reports will be required on the next business day following the trade or following the member firm's next trade
processing cycle. Member organizations may use existing communications lines to the Securities Industry
Automation Corporation (“SIAC”) to report their data or they may submit reports directly to SIAC by means of
a PC data entry program which will be installed by SIAC personnel.

The Exchange will not implement Rule 410B until the automated reporting system is ready to be used.
Development of this system has been completed. Member organizations will be given a reasonable phase-

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

93

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P92-32%2909013e2c855b307a?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


in period to develop and test their own electronic transmissions or to arrange for the installation of the PC
software package.

A separate circular (See Information Memo No. 92-33) describes the implementation plan for automated
reporting of Rule 410B data which has been routed to your Compliance and Data Processing departments.
Rule 410B shall be effective on January 4, 1993 for the NYSE member organizations listed on Exhibit B, and
on April 5, 1993 for all other member organizations.

3. Reporting Foreign Transactions

Rule 410B applies to transactions in NYSE-listed securities effected for the account of an NYSE member
or member organization, or for the account of a customer of any NYSE member or member organization,
that are not reported to the Consolidated Tape. Rule 410B does not generally apply to transactions effected
for the account of an affiliate of an NYSE member or member organization, or transactions effected by such
an affiliate for the account of a customer of such an affiliate, except in certain situations as discussed, for
example, in V, VI and VII below.

4. The following examples illustrate the operation of Rule 410B.

I. Assume that ABC Broker-Dealer, Inc. (“ABC”) an NYSE member firm, wishes to execute a transaction, in
London, for a proprietary account in XYZ security, a stock listed on the NYSE. ABC may send the order to its
affiliate, ABC-London, P.L.C., for execution in London. This transaction would be reportable under Rule 410B
because it was effected for the account of an NYSE member firm, ABC.

II. Assume that the facts are the same as those stated in I above, except that the transaction is for the
account of a customer of ABC. This transaction would also be reportable under Rule 410B because it was
effected for the account of a customer of an NYSE member firm.

III. Assume that ABC-London, P.L.C. executes a transaction for its own proprietary account in London in XYZ
security. Such a transaction is not reportable under Rule 410B because ABC-London, P.L.C. is not an NYSE
member firm.

IV. Assume that ABC-London, P.L.C. executes a transaction on behalf of one of its customers in London in
XYZ security. Such a transaction is not reportable under Rule 410B because the customer is not a customer
of an NYSE member firm.

V. If in example IV, the customer was also a customer of the NYSE member firm and the member firm
had a part in arranging the transaction, such transaction would then be reportable under Rule 410B. Such
transactions must be arranged in compliance with Rule 15a-6 under the Securities Exchange Act of 1934.

VI. Assume that ABC-London, P.L.C. sends a proprietary order to ABC for execution in the U.S. for YZX
security, an NYSE-listed stock. In this instance, ABC-London, P.L.C. would be deemed to be a customer of
ABC. If a transaction is effected on this order in the U.S. and is not reported to the Consolidated Tape, (e.g,
an OTC transaction executed at 5:30 p.m), it would be reportable under Rule 410B for two reasons: (i) if ABC
traded as principal on the other side of the order, the transaction would be reportable as a transaction for
the account of an NYSE member firm; or (ii) if ABC represented the order solely as an agent, the transaction
would be reportable as a transaction for the account of a customer of an NYSE member firm.

VII. Assume that the facts are the same as those stated in VI above, but that the order transmitted by ABC-
London, P.L.C. is for the account of one of its customers. ABC-London, P.L.C. would again be deemed to
be a customer of ABC. A transaction effected in the U.S. upon such an order that was not reported to the
Consolidated Tape would be reportable under Rule 410B for the same reasons stated in V above.

Questions concerning Rule 410B and the contents of this memorandum may be directed to Donald Siemer
(212) 656-6940 or Betsy Minkin (212) 656-4841.

Robert J. McSweeney
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Senior Vice President

A. Exhibit A

410B. Rule 410B

Reports of Listed Securities Transactions Effected Off the Exchange

(a) Transactions in securities listed for trading on the Exchange effected for the account of a member or
member organization, or for the account of a customer of a member or member organization, that are
not reported to the Consolidated Tape,shall be reported by such member or member organization to the
Exchange in the manner and within the time frames required by this rule. In transactions between two
members, a member and a member organization or two member organizations, only the member or member
organization on the sell side is required to report.

(b) Transactions in listed securities required to be reported by paragraph (a) shall be reported to the
Exchange by the close of the next business day that the Exchange is open.

(c) All reports of transactions required by this rule shall be transmitted to the Exchange through the electronic
system(s)designated by the Exchange for such reporting.

(d) Each report required by this rule must contain the following information:

(1) Time and date of the transaction;

(2) Stock symbol of the listed security;

(3) Number of shares;

(4) Price of the transaction (see paragraph (e) below);

(5) Marketplace where the transaction was executed (see (f) below);

(6) An indication whether the transaction was a buy (B), sell(S) or cross (C);

(7) An indication whether the transaction was executed as principal or agent; and

(8) The name of the contra-side broker-dealer to the trade.

(e) The price at which a transaction is reported shall exclude any commissions, mark-up, mark-down or
service charges.

(f) Transactions executed in the domestic over-the-counter market must be designated “OTC-USA”.
Transactions executed on an exchange in a foreign country must show the country and marketplace where
executed. (Example - “United Kingdom Exchange”). Transactions executed over-the-counter in a foreign
market must be designated with the country and “OTC”. (Example - “Japan OTC”).

(g) The following transactions need not be reported pursuant to this Rule:

(1) program trading information that is otherwise reported to the Exchange;

(2) odd-lot transactions;

(3) transactions which are part of a primary distribution by an issuer or of a registered secondary distribution
(other than “shelf distributions”) or of an unregistered secondary distribution effected off the floor of an
exchange;

(4) transactions made in reliance on Section 4(2) of the Securities Act of 1933;

(5) transactions where the buyer and seller have agreed to trade at a price substantially unrelated to the
current market for the security, e.g., to enable the seller to make a gift;

(6) the acquisitio n of securities by a member as principal in anticipation of making an immediate exchange
distribution or exchange offering on an exchange;

(7) purchases of securities off the floor of an exchange pursuant to a tender offer.
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S. Supplementary Material

10. .10 As to paragraph (d)(8) above, if there is no contra broker-dealer to the trade, the notation “none”
should be made.

B. Exhibit B

1. Member Organizations Subject to January 4, 1993 Effective Date of Rule 410B

Bear, Stearns & Co. Inc.

Brown (Alex) & Sons, Inc.

Cowen & Co.

Daiwa Securities America Inc.

Dean Witter Reynolds Inc.

Donaldson, Lufkin & Jenrette Securities Corporation

Edwards (A. G.) & Sons, Inc.

First Boston Corporation (The)

Goldman, Sachs & Co.

Gruntal & Co. Incorporated

Kemper Securities Group, Inc.

Kidder, Peabody & Co. Incorporated

Lawrence (C. J.) Inc.

Lazard, Freres & Co.

Mabon Securities Corporation

Merrill Lynch, Pierce, Fenner & Smith Incorporated

Morgan Stanley & Co. Incorporated

Neuberger & Berman

Nikko Securities Co. International, Inc. (The)

Nomura Securities International, Inc.

Oppenheimer & Co., Inc.

PaineWebber Incorporated

Prudential Securities Incorporated

Refco Securities, Inc.

Salomon Brothers Inc.

Schwab (Charles) & Co., Inc.

Shearson Lehman Brothers Inc.

Smith Barney, Harris Upham & Co. Incorporated

Warburg (S. G.) & Co., Inc.

Yamaichi International (America), Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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   Please Route To Compliance and Data Processing Departments

TO: Members and Member Organizations

SUBJECT: Electronic Transmission of Rule 410B Data

The Exchange has been working with the Securities Industry Automation Corporation (SIAC) to develop the
data input format for the electronic transmission of transactions to be reported pursuant to new Exchange
Rule 410B. See Information Memo No. 92-32 for the description and text of the Rule.

1. Phased-In Effective Date

For the NYSE member organizations on the list annexed as Exhibit D, Rule 410B will become effective on
January 4, 1993. To assure their ability to comply with Rule 410B by that date, these member organizations
will be expected initially to report data in accordance with data transmission alternative (2) described below,
but may subsequently switch to alternative (1) if they so choose. These organizations should complete the
Implementation Form and return it as described below.

Rule 410B will become effective for all other member organizations on April 5, 1993. These organizations
may select either data transmission alternative as described below.

2. Data Transmission Alternatives

Electronic transmission of Rule 410B data may be accomplished in either of two alternative ways: (1) Member
organizations may transmit the data to SIAC via existing communication lines. If this approach is used,
member organizations must conform to the record layout in the attached Exhibit A in order for SIAC to accept
the data for processing. (2) Member organizations may use personal computers (PCs) and SIAC-developed
software that will include components to enter, edit, transmit and archive Rule 410B data. Rule 410B PC
data transmissions will require specific hardware and software. Attached as Exhibits B and C are a SIAC
hardware/software requirements document and a SIAC PC Service Center Implementation Form.

If you choose to use the PC package, please complete and return the Implementation Form NO LATER
THAN NOVEMBER 20, 1992 to: SIAC, 2 Metrotech Center, 2nd Floor, Brooklyn, NY 11201, Attn: Richard
Cucco. You will then be contacted by SIAC's PC Service Center to schedule a date for installing the software
package. If your preferred method of data transmission is via existing communications lines you must first
complete a successful test. Laura Clinton of SIAC (212) 383-2890 should be contacted to schedule a test
date.

Questions concerning the record layout used for the transmission of data using existing communications lines
(method 1 above) should be directed to Eli Bergstein at SIAC (212) 383-2253. Questions regarding the PC
application software should be directed to the PC Service Center at (212) 383-2062.

Attachments

Robert J. McSweeney

Senior Vice President

A. Exhibit A

1. PAGE 1
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RECORD LAYOUT FOR SUBMISSION OF RULE 410B DATA

****THIS RECORD MUST BE THE FIRST RECORD OF THE FILE****

FIELD

POSITION

FROM-TO               FIELD LENGTH                FIELD NAME/DESCRIPTION/REMARKS

1 3                   3                           FILLER

4 5                   2                           FILLER

6 10                  5                           DTRK-SYSID

11 12                 2                           FILLER

13 1                  2                           FILLER

15 16                 2                           FILLER

17 20                 4                           DTRK-ORIGINATOR

                                                  Please call SIAC for assignment (212)
 383-2256

21 22                 2                           FILLER

23 26                 4                           DTRK-SUB-ORIGINATOR

                                                  Please call SIAC for assignment (212)
 383-2256

FIELD FORMAT           JUSTIFY        PICTURE CLAUSE        DEFAULT VALUE
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       A                  LJ          X (3)                          HDR

       A                  LJ          X (2)                           .S

       N                  LJ          9 (5)                        12257

       A                  LJ          X (2)                           .E

       N                  LJ          9 (2) 00

       A                  LJ          X (2)                           .C

       A                  LJ          (4)                             __

       A                  LJ          X (2)                           .S

       A                  LJ          X (4)                           __

Field Format - Code            Default Values - Code                               
 Justify

alphanumeric     =A            Blanks       = BR             J            = Right
 Justification of Data

numeric          =N            Zero         = Z              LJ           = Left
 Justification of Data

packed           =P

binary           =B

2. PAGE 2

FIELD

POSITION           FIELD
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FROM-TO            LENGTH          FIELD NAME/DESCRIPTION/REMARKS

27 27              1               FILLER

28 33              6               DTRK-DATE

                                   Contains submission date.

34 34              1               FILLER

35 59              25              DTRK-DESCRIPTION

                                   Required to identify this file.

60 80              21              FILLER

FIELD FORMAT            JUSTIFY             PICTURE CLAUSE              DEFAULT VALUE

       A                   LJ               X                                    B

       N                   LJ               9 ( 6)                          MMDDYY

       A                   LJ               X                                    B

       A                   LJ               X (25)                         NON-CTA

                                            REPORTED TRANS.

       A                   LJ               X (21)                               B

3. PAGE 3

FIELD
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POSITION         FIELD

FROM-TO          LENGTH         FIELD NAME/DESCRIPTION/REMARKS

1    1           1              HEADER RECORD

                                  Value: 0. This record must precede the set of records

                                  which describe the transactions.

2    5           4              SUBMITTING FIRM NUMBER

                                  If NSCC clearing firm, use clearing firm number.

                                  If non-clearing firm, use NSCC assigned OTC broker

                                  symbol. If individual, use NYSE Market Surveillance

                                  assigned number.

6    35          30             NAME OF SUBMITTING ORGANIZATION

36   43          8              SUBMISSION DATE (YYYYMMDD)

                                  Date data was sent to SIAC.

44   80          37             FILLER

FIELD FORMAT          JUSTIFY             PICTURE CLAUSE           DEFAULT VALUE

       A                    LJ            X                              0

       A                    LJ            X ( 4)

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

102

http://researchhelp.cch.com/License_Agreement.htm


       A                    LJ            X (30)

       N                    RJ            9 ( 8)

       A                    LJ            X (37)                         B

4. PAGE 4

FIELD           FIELD           FIELD NAME/DESCRIPTION/REMARKS

POSITION        LENGTH

FROM-TO

1    1             1            RECORD SEQUENCE NUMBER 1

                                  Value: 1

2    7             6            CONTROL NUMBER.

                                  Assigned by submitter to identify transaction. The

                                  combination of submitting firm, and control number will

                                  uniquely identify a transaction.

8    15            8            TRADE DATE ON EXECUTING MARKET

                                  (YYYYMMDD)

16   16            1            ACTION CODE:

                                  A = Add a new transaction
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                                  R = Replace a previously submitted transaction

                                  D = Delete a previously submitted transaction

17   20            4            EXECUTION TIME ON LOCAL MARKET

                                  (HHMM)

21   24            4            FILLER

FIELD FORMAT       JUSTIFY            PICTURE CLAUSE         DEFAULT VALUE

       A                LJ            X                              1

       N                RJ            9 ( 6)

       N                RJ            9 (8)

       A                LJ            X

       N                RJ            9 ( 4)

       A                LJ            X ( 4)                         B

5. PAGE 5

FIELD

POSITION          FIELD

FROM-TO           LENGTH          FIELD NAME/DESCRIPTION/REMARKS

25   34             10            STOCK SYMBOL
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35   45             11            NUMBER OF SHARES

46   56             11            PRICE IN U.S. DOLLARS

                                     Six positions for whole dollar amount, five
 positions for

                                     decimal position.

57   57              1            TRANSACTION TYPE:

                                     B = Buy

                                     S = Sell

                                     T = Sell Short

                                     C = Cross

58   58              1            ACCOUNT TYPE.

                                     Use a valid account type as specified by the NYSE.

                                     e.g., P = principal

59   60              2            EXCHANGE CODE.

                                     Choose from NYSE supplied list of valid codes.

61   62              2            COUNTRY CODE.

                                     Choose from NYSE supplied list of valid codes.
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FIELD FORMAT        JUSTIFY          PICTURE CLAUSE                   DEFAULT VALUE

        A                LJ          X (10)

        N                RJ          9 (11)

        N                RJ          9 ( 6) V 9 ( 5)

        A                LJ          X

        A                LJ          X

        A                LJ          X ( 2)

        A                LJ          X ( 2)

6. PAGE 6

FIELD

POSITION           FIELD

FROM-TO            LENGTH          FIELD NAME/DESCRIPTION/REMARKS

63   66            4               EXECUTING FIRM.

                                     Use NSCC clearing number if clearing firm. If not a

                                     clearing firm, use NSCC-assigned OTC broker symbol.
 If

                                     an individual member, use badge number.

67   80            14              FILLER
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FIELD FORMAT           JUSTIFY            PICTURE CLAUSE       DEFAULT VALUE

        A                   LJ            X ( 4)                           B

        A                   LJ            X (14)                           B

FIELD                 FIELD                FIELD NAME/DESCRIPTION/REMARKS

POSITION              LENGTH

FROM-TO

1    1                   1            RECORD SEQUENCE NUMBER 2.

                                        VALUE: 2

2    5                   4            CONTRA TRADING ORGANIZATION.

                                        If Contra is an NSCC member, use clearing number
 or

                                        OTC broker symbol, if non-clearing number. If
 none of

                                        the above, indicate Contra party in any
 appropriate

                                        manner.

6    65                  60           COMMENTS.

                                        Optional, free form. May be used to clarify the

                                        transaction.
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66   80                  15           FILLER

FIELD FORMAT          JUSTIFY         PICTURE CLAUSE          DEFAULT VALUE

      A                 LJ            X                             2

      A                 LJ            X ( 4)                        B

      A                 LJ            X (60)                        B

      A                 LJ            X (15)                        B

                 COUNTRY CODES and EXCHANGE CODES,

             For Electronic Transmission of 

NYSE Rule 410B Data

ARGENTINA                          AR Buenos Aries Stock Exchange                   BA

ARGENTINA                          AR Cordoba Stock Exchange                        CD

ARGENTINA                          AR Rosario Stock Exchange                        RS

ARGENTINA                          AR La Plata Stock Exchange                       LP

ARGENTINA                          AR Mendoza Stock Exchange                        MZ

AUSTRALIA                          AU Australian Stock Exchange Ltd.                AU

AUSTRIA                            AT Vienna Stock Exchange                         VI

BARBADOS                           BB Securities Exchange of Barbados               BB
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BELGIUM                            BE Antwerp Stock Exchange                        AN

BELGIUM                            BE Brussels Stock Exchange                       BU

BELGIUM                            BE Ghent Stock Exchange                          GH

BELGIUM                            BE Liege Stock Exchange                          LG

BRAZIL                             BR Bahia, Sergipe, Alagoas Stock Exch.           BH

BRAZIL                             BR Far South Stock Exchange                      FA

BRAZIL                             BR Minas, Espirito Santo, Brasilia Stock         MB

BRAZIL                             BR Parana Stock Exchange                         PR

BRAZIL                             BR Pernambuco and Paraiba Stock

                                   Exchange                                         PE

BRAZIL                             BR Regional Stock Exchange                       RE

BRAZIL                             BR Rio De Janeiro Stock Exchange                 RI

BRAZIL                             BR Santos Stock Exchange                         SS

BRAZIL                             BR Sao Paulo Stock Exchange                      SP

CANADA                             CA Alberta Stock Exchange                        AL

CANADA                             CA Montreal Exchange (The)                       MT
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CANADA                             CA Toronto Stock Exchange                        TO

CANADA                             CA Vancouver Stock Exchange                      vc

CANADA                             CA Winnipeg Stock Exchange (The)                 WP

CHILE                              CL Santiago Stock Exchange                       SO

CHINA                              CN Shanghai Market                               SH

COLOMBIA                           CO Bogota Stock Exchange                         BT

COLOMBIA                           CO Medellin Stock Exchange                       ME

COSTA                              RICA CR National Stock Exchange                  CR

DENMARK                            DK Copenhagen Stock Exchange                     CP

ECUADOR                            EC Guayaquil Stock Exchange                      GU

ECUADOR                            EC Quito Stock Exchange                          QU

FINLAND                            FI Helsinki Stock Exchange                       HL

FRANCE                             FR Bordeaux Stock Exchange                       BD

FRANCE                             FR Lille Stock Exchange                          LL

FRANCE                             FR Lyon Stock Exchange                           LY

FRANCE                             FR Marseille Stock Exchange                      MR
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FRANCE                             FR Nancy Stock Exchange                          NC

FRANCE                             FR Nantes Stock Exchange                         NN

FRANCE                             FR Paris Stock Exchange                          PA

GERMANY                            DE Bavarian Stock Exchange                       BV

GERMANY                            DE Berlin Stock Exchange                         BE

GERMANY                            DE Bremen Stock Exchange                         BM

GERMANY                            DE Dusseldorf Stock Exchange                     DU

GERMANY                            DE Hamburg Stock Exchange                        HM

GERMANY                            DE Hanover Stock Exchange                        HN

GERMANY                            DE Stuttgart Stock Exchange                      ST

GREECE                             GR Athens Stock Exchange                         AT

HONG                               KONG HK Hong Kong Stock Exchange                 HK

HUNGARY                            HU Budapest Stock Exchange                       BP

INDIA                              IN Ahmedabad Stock Exchange                      AH

INDIA                              IN Bangalore Stock Exchange                      BN

INDIA                              IN Bombay Stock Exchange                         BY
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INDIA                              IN Calcutta Stock Exchange                       CL

INDIA                              IN Cochin Stock Exchange                         CC

INDIA                              IN Delhi Stock Exchange Assoc.                   DE

INDIA                              IN Gauhati Stock Exchange Ltd.                   GA

INDIA                              IN Hyderabad Stock Exchange Ltd.                 HY

INDIA                              IN Kanara Stock Exchange                         KN

INDIA                              IN Ludhiana Stock Exchange Assoc. Ltd.           LD

INDIA                              IN Madhya Pradesh Stock Exchange                 MH

INDIA                              IN Magadh Stock Exchange Assoc.                  MG

INDIA                              IN Madras Stock Exchange Assoc.                  MA

INDIA                              IN Pune Stock Exchange Ltd.                      PU

INDIA                              IN Uttar Pradesh Stock Exchange Assoc.           UT

INDONESIA                          ID Jakarta Stock Exchange                        JK

IRELAND                            IE The Irish Stock Exchange                      IR

ISRAEL                             IL Tel-Aviv Stock Exchange                       TV

ITALY                              IT Bologna Stock Exchange                        BL
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ITALY                              IT Florence Stock Exchange                       FL

ITALY                              IT Genoa Stock Exchange                          GE

ITALY                              IT Milan Stock Exchange                          ML

ITALY                              IT Naples Stock Exchange                         NP

ITALY                              IT Palermo stock Exchange                        PL

ITALY                              IT Rome Stock Exchange                           RO

ITALY                              IT Trieste Stock Exchange                        TR

ITALY                              IT Turin Stock Exchange                          TU

ITALY                              IT Venice Stock Exchange                         VE

JAMAICA                            JM The Jamaica Stock Exchange                    JM

JAPAN                              JP Fukuoka Stock Exchange                        FU

JAPAN                              JP Hiroshima Stock Exchange                      HI

JAPAN                              JP Japan Securities Dealers Assoc.               JP

JAPAN                              JP Kyoto Stock Exchange                          KY

JAPAN                              JP Nagoya Stock Exchange                         NG

JAPAN                              JP Miigata Stock Exchange                        MI
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JAPAN                              JP Osaka Stock Exchange                          OS

JAPAN                              JP Sapporo Securities Exchange                   SA

JAPAN                              JP Tokyo Stock Exchange                          TK

JORDAN                             JO Amman Financial Market                        AM

KENYA                              KE Nairobi Stock Exchange                        NR

KOREA (REPUBLIC OF)                KR Korea Stock Exchange                          KA

KUWAIT                             KW Kuwait Stock Exchange                         KW

LUXEMBOURG                         LU Luxembourg Stock Exchange                     LU

MALAYSIA                           MY The Kuala Lumpur Stock Exchange               KL

MEXICO                             MX Mexican Stock Exchange                        MX

THE NETHERLANDS                    NL Amsterdam Stock Exchange                      AD

NEW ZEALAND                        NZ New Zealand Stock Exchange                    NZ

NIGERIA                            NG Nigerian Stock Exchange                       NI

NORWAY                             NO Oslo Stock Exchange                           OL

PAKISTAN                           PK Karachi Stock Exchange                        KR

PERU                               PE Lima Stock Exchange                           LI
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THE PHILIPPINES                    PH Makati Stock Exchange, Inc                    MK

THE PHILIPPINES                    PH Manila Stock Exchange                         MN

PORTUGAL                           PT Lisbon Stock Exchange                         LS

PORTUGAL                           PT Oporto Stock Exchange                         OP

SINGAPORE                          SG Stock Exchange of Singapore Ltd.              SG

SOUTH AFRICA                       ZA The Johannesburg Stock Exchange               JH

SPAIN                              ES Barcelona Stock Exchange                      BC

SPAIN                              ES Bilbao Stock Exchange                         BI

SPAIN                              ES Madrid Stock Exchange                         MD

SPAIN                              ES Spanish Stock Exchange                        SN

SRI                                LANKA LK Colombo Securities

                                   Exchange                                         CL

SWEDEN                             SE Stockholm Stock Exchange                      SK

SWITZERLAND                        CH Basle Stock Exchange                          BS

SWITZERLAND                        CH Berne Stock Exchange                          BR

SWITZERLAND                        CH Lausanne Stock Exchange                       LA
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SWITZERLAND                        CH Lucerne Stock Exchange                        LC

SWITZERLAND                        CH Neuchatel Stock Exchange                      NU

SWITZERLAND                        CH St. Gall Stock Exchange                       SL

SWITZERLAND                        CH Zurick Stock Exchange                         ZR

TAIWAN                             TW Taiwan Stock Exchange                         TW

THAILAND                           TH Securities Exchange of Thailand               TH

TRINIDAD AND TOBAGOTT T            rinidad and Tobago Stock Exchange                TT

TURKEY                             TR Istanbul Stock Exchange                       IT

UNITED KINGDOM                     GB International Stock Exchange                  IS

UNITED STATES OF AMERICA           US American Stock Exchange                       AS

UNITED STATES OF AMERICA           US Boston Stock Exchange                         BO

UNITED STATES OF AMERICA           US Cincinnati Stock Exchange                     CI

UNITED STATES OF AMERICA           US Midwest Stock Exchange                        MW

UNITED STATES OF AMERICA           US National Assoc. of Securities Dealers         OT

UNITED STATES OF AMERICA           US New York Stock Exchange                       NY

UNITED STATES OF AMERICA           US Pacific Stock Exchange                        PS
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UNITED STATES OF AMERICA           US Philadelphia Stock Exchange                   PH

VENEZUELA                          VE Caracas Stock Exchange                        CA

VENEZUELA                          VE Maracaibo Stock Exchange                      MC

YUGOSLAVIA                         YU Belgrade Stock Exchange                       BG

FIELD

POSITION

FROM-TO         FIELD LENGTH         FIELD NAME/DESCRIPTION/REMARKS

1 3             3                    FILLER

4 5             2                    FILLER

6 10            5                    DTRK-SYSID

11 12           2                    FILLER

13 1            2                    FILLER

15 16           2                    FILLER

17 20           4                    DTRK-ORIGINATOR

                                       Please call SIAC for assignment (212) 383-2256

21 22           2                    FILLER
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23 26           4                    DTRK-SUB-ORIGINATOR

                                       Please call SIAC for assignment (212) 383-2256

FIELD FORMAT              JUSTIFY                PICTURE CLAUSE            DEFAULT VALUE

       A                      LJ                 X (3)                              HDR

       A                      LJ                 X (2)                               .S

       N                      LJ                 9 (5)                            12257

       A                      LJ                 X (2)                               .E

       N                      LJ                 9 (2) 00

       A                      LJ                 X (2)                               .C

       A                      LJ                 (4)                                 __

       A                      LJ                 X (2)                               .S

       A                      LJ                 X (4)                               __

Field Format - Code        Default Values - Code                           Justify

alphanumeric     =A        Blanks        = BR               J   = Right Justification of
 Data

numeric          =N        Zero          = Z                LJ  = Left Justification of
 Data

packed           =P
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binary           =B

2. PAGE 2

FIELD

POSITION         FIELD

FROM-TO          LENGTH                FIELD NAME/DESCRIPTION/REMARKS

27 27            1                     FILLER

28 33            6                     DTRK-DATE

                                       Contains submission date.

34 34            1                     FILLER

35 59            25                    DTRK-DESCRIPTION

                                       Required to identify this file.

60 80            21                    FILLER

FIELD FORMAT     JUSTIFY        PICTURE CLAUSE    DEFAULT VALUE

      A            LJ           X                          B

      N            LJ           9 ( 6)                MMDDYY

      A            LJ           X                          B

      A            LJ           X (25)               NON-CTA

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

119

http://researchhelp.cch.com/License_Agreement.htm


                                REPORTED TRANS.

      A            LJ           X (21)                     B

3. PAGE 3

FIELD

POSITION         FIELD

FROM-TO          LENGTH                FIELD NAME/DESCRIPTION/REMARKS

1    1           1                     HEADER RECORD

                                         Value: 0. This record must precede the set of
 records

                                         which describe the transactions.

2    5           4                     SUBMITTING FIRM NUMBER

                                         If NSCC clearing firm, use clearing firm number.

                                         If non-clearing firm, use NSCC assigned OTC
 broker

                                         symbol. If individual, use NYSE Market
 Surveillance

                                         assigned number.

6    35          30                    NAME OF SUBMITTING ORGANIZATION

36   43          8                     SUBMISSION DATE (YYYYMMDD)
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                                         Date data was sent to SIAC.

44   80          37                    FILLER

FIELD FORMAT     JUSTIFY      PICTURE CLAUSE    DEFAULT VALUE

       A               LJ     X                       0

       A               LJ     X ( 4)

       A               LJ     X (30)

       N               RJ     9 ( 8)

       A               LJ     X (37)                  B

4. PAGE 4

FIELD              FIELD               FIELD NAME/DESCRIPTION/REMARKS

POSITION           LENGTH

FROM-TO

1    1                1                RECORD SEQUENCE NUMBER 1

                                         Value: 1

2    7                6                CONTROL NUMBER.

                                         Assigned by submitter to identify transaction.
 The

                                         combination of submitting firm, and control
 number will
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                                         uniquely identify a transaction.

8    15               8                TRADE DATE ON EXECUTING MARKET

                                         (YYYYMMDD)

16   16               1                ACTION CODE:

                                         A = Add a new transaction

                                         R = Replace a previously submitted transaction

                                         D = Delete a previously submitted transaction

17   20               4                EXECUTION TIME ON LOCAL MARKET

                                         (HHMM)

21   24               4                FILLER

FIELD FORMAT      JUSTIFY          PICTURE CLAUSE     DEFAULT VALUE

       A               LJ          X                          1

       N               RJ          9 ( 6)

       N               RJ          9 (8)

       A               LJ          X

       N               RJ          9 ( 4)
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       A               LJ          X ( 4)                     B

5. PAGE 5

FIELD

POSITION           FIELD

FROM-TO            LENGTH              FIELD NAME/DESCRIPTION/REMARKS

25   34               10               STOCK SYMBOL

35   45               11               NUMBER OF SHARES

46   56               11               PRICE IN U.S. DOLLARS

                                         Six positions for whole dollar amount, five
 positions for

                                         decimal position.

57   57               1                TRANSACTION TYPE:

                                         B = Buy

                                         S = Sell

                                         T = Sell Short

                                         C = Cross

58   58               1                ACCOUNT TYPE.

                                         Use a valid account type as specified by the
 NYSE.
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                                         e.g., P = principal

59   60               2                EXCHANGE CODE.

                                         Choose from NYSE supplied list of valid codes.

61   62               2                COUNTRY CODE.

                                         Choose from NYSE supplied list of valid codes.

FIELD FORMAT       JUSTIFY           PICTURE CLAUSE      DEFAULT VALUE

       A                LJ           X (10)

       N                RJ           9 (11)

       N                RJ           9 ( 6) V 9 ( 5)

       A                LJ           X

       A                LJ           X

       A                LJ           X ( 2)

       A                LJ           X ( 2)

6. PAGE 6

FIELD

POSITION           FIELD

FROM-TO            LENGTH              FIELD NAME/DESCRIPTION/REMARKS
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63   66            4                   EXECUTING FIRM.

                                         Use NSCC clearing number if clearing firm. If
 not a

                                         clearing firm, use NSCC-assigned OTC broker
 symbol. If

                                         an individual member, use badge number.

67   80            14                  FILLER

FIELD FORMAT     JUSTIFY      PICTURE CLAUSE      DEFAULT VALUE

       A              LJ      X ( 4)                     B

       A              LJ      X (14)                     B

FIELD              FIELD               

FIELD NAME/DESCRIPTION/REMARKS

POSITION           

LENGTH

FROM-TO

1    1                1                RECORD SEQUENCE NUMBER 2.

                                         VALUE: 2

2    5                4                CONTRA TRADING ORGANIZATION.
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                                         If Contra is an NSCC member, use clearing number
 or

                                         OTC broker symbol, if non-clearing number. If
 none of

                                         the above, indicate Contra party in any
 appropriate

                                         manner.

6    65               60               COMMENTS.

                                         Optional, free form. May be used to clarify the

                                         transaction.

66   80               15               FILLER

FIELD FORMAT       JUSTIFY       PICTURE CLAUSE      DEFAULT VALUE

      A              LJ         X                          2

      A              LJ         X ( 4)                     B

      A              LJ         X (60)                     B

      A              LJ         X (15)                     B

                      COUNTRY CODES and EXCHANGE CODES,

             For Electronic Transmission of 

NYSE Rule 410B Data
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ARGENTINA                    AR Buenos Aries Stock Exchange               BA

ARGENTINA                    AR Cordoba Stock Exchange                    CD

ARGENTINA                    AR Rosario Stock Exchange                    RS

ARGENTINA                    AR La Plata Stock Exchange                   LP

ARGENTINA                    AR Mendoza Stock Exchange                    MZ

AUSTRALIA                    AU Australian Stock Exchange Ltd.            AU

AUSTRIA                      AT Vienna Stock Exchange                     VI

BARBADOS                     BB Securities Exchange of Barbados           BB

BELGIUM                      BE Antwerp Stock Exchange                    AN

BELGIUM                      BE Brussels Stock Exchange                   BU

BELGIUM                      BE Ghent Stock Exchange                      GH

BELGIUM                      BE Liege Stock Exchange                      LG

BRAZIL                       BR Bahia, Sergipe, Alagoas Stock Exch.       BH

BRAZIL                       BR Far South Stock Exchange                  FA

BRAZIL                       BR Minas, Espirito Santo, Brasilia Stock     MB

BRAZIL                       BR Parana Stock Exchange                     PR
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BRAZIL                       BR Pernambuco and Paraiba Stock

                             Exchange                                     PE

BRAZIL                       BR Regional Stock Exchange                   RE

BRAZIL                       BR Rio De Janeiro Stock Exchange             RI

BRAZIL                       BR Santos Stock Exchange                     SS

BRAZIL                       BR Sao Paulo Stock Exchange                  SP

CANADA                       CA Alberta Stock Exchange                    AL

CANADA                       CA Montreal Exchange (The)                   MT

CANADA                       CA Toronto Stock Exchange                    TO

CANADA                       CA Vancouver Stock Exchange                  vc

CANADA                       CA Winnipeg Stock Exchange (The)             WP

CHILE                        CL Santiago Stock Exchange                   SO

CHINA                        CN Shanghai Market                           SH

COLOMBIA                     CO Bogota Stock Exchange                     BT

COLOMBIA                     CO Medellin Stock Exchange                   ME

COSTA                        RICA CR National Stock Exchange              CR
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DENMARK                      DK Copenhagen Stock Exchange                 CP

ECUADOR                      EC Guayaquil Stock Exchange                  GU

ECUADOR                      EC Quito Stock Exchange                      QU

FINLAND                      FI Helsinki Stock Exchange                   HL

FRANCE                       FR Bordeaux Stock Exchange                   BD

FRANCE                       FR Lille Stock Exchange                      LL

FRANCE                       FR Lyon Stock Exchange                       LY

FRANCE                       FR Marseille Stock Exchange                  MR

FRANCE                       FR Nancy Stock Exchange                      NC

FRANCE                       FR Nantes Stock Exchange                     NN

FRANCE                       FR Paris Stock Exchange                      PA

GERMANY                      DE Bavarian Stock Exchange                   BV

GERMANY                      DE Berlin Stock Exchange                     BE

GERMANY                      DE Bremen Stock Exchange                     BM

GERMANY                      DE Dusseldorf Stock Exchange                 DU

GERMANY                      DE Hamburg Stock Exchange                    HM
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GERMANY                      DE Hanover Stock Exchange                    HN

GERMANY                      DE Stuttgart Stock Exchange                  ST

GREECE                       GR Athens Stock Exchange                     AT

HONG                         KONG HK Hong Kong Stock Exchange             HK

HUNGARY                      HU Budapest Stock Exchange                   BP

INDIA                        IN Ahmedabad Stock Exchange                  AH

INDIA                        IN Bangalore Stock Exchange                  BN

INDIA                        IN Bombay Stock Exchange                     BY

INDIA                        IN Calcutta Stock Exchange                   CL

INDIA                        IN Cochin Stock Exchange                     CC

INDIA                        IN Delhi Stock Exchange Assoc.               DE

INDIA                        IN Gauhati Stock Exchange Ltd.               GA

INDIA                        IN Hyderabad Stock Exchange Ltd.             HY

INDIA                        IN Kanara Stock Exchange                     KN

INDIA                        IN Ludhiana Stock Exchange Assoc. Ltd.       LD

INDIA                        IN Madhya Pradesh Stock Exchange             MH
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INDIA                        IN Magadh Stock Exchange Assoc.              MG

INDIA                        IN Madras Stock Exchange Assoc.              MA

INDIA                        IN Pune Stock Exchange Ltd.                  PU

INDIA                        IN Uttar Pradesh Stock Exchange Assoc.       UT

INDONESIA                    ID Jakarta Stock Exchange                    JK

IRELAND                      IE The Irish Stock Exchange                  IR

ISRAEL                       IL Tel-Aviv Stock Exchange                   TV

ITALY                        IT Bologna Stock Exchange                    BL

ITALY                        IT Florence Stock Exchange                   FL

ITALY                        IT Genoa Stock Exchange                      GE

ITALY                        IT Milan Stock Exchange                      ML

ITALY                        IT Naples Stock Exchange                     NP

ITALY                        IT Palermo stock Exchange                    PL

ITALY                        IT Rome Stock Exchange                       RO

ITALY                        IT Trieste Stock Exchange                    TR

ITALY                        IT Turin Stock Exchange                      TU
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ITALY                        IT Venice Stock Exchange                     VE

JAMAICA                      JM The Jamaica Stock Exchange                JM

JAPAN                        JP Fukuoka Stock Exchange                    FU

JAPAN                        JP Hiroshima Stock Exchange                  HI

JAPAN                        JP Japan Securities Dealers Assoc.           JP

JAPAN                        JP Kyoto Stock Exchange                      KY

JAPAN                        JP Nagoya Stock Exchange                     NG

JAPAN                        JP Miigata Stock Exchange                    MI

JAPAN                        JP Osaka Stock Exchange                      OS

JAPAN                        JP Sapporo Securities Exchange               SA

JAPAN                        JP Tokyo Stock Exchange                      TK

JORDAN                       JO Amman Financial Market                    AM

KENYA                        KE Nairobi Stock Exchange                    NR

KOREA (REPUBLIC OF)          KR Korea Stock Exchange                      KA

KUWAIT                       KW Kuwait Stock Exchange                     KW

LUXEMBOURG                   LU Luxembourg Stock Exchange                 LU
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MALAYSIA                     MY The Kuala Lumpur Stock Exchange           KL

MEXICO                       MX Mexican Stock Exchange                    MX

THE NETHERLANDS              NL Amsterdam Stock Exchange                  AD

NEW ZEALAND                  NZ New Zealand Stock Exchange                NZ

NIGERIA                      NG Nigerian Stock Exchange                   NI

NORWAY                       NO Oslo Stock Exchange                       OL

PAKISTAN                     PK Karachi Stock Exchange                    KR

PERU                         PE Lima Stock Exchange                       LI

THE PHILIPPINES              PH Makati Stock Exchange, Inc                MK

THE PHILIPPINES              PH Manila Stock Exchange                     MN

PORTUGAL                     PT Lisbon Stock Exchange                     LS

PORTUGAL                     PT Oporto Stock Exchange                     OP

SINGAPORE                    SG Stock Exchange of Singapore Ltd.          SG

SOUTH AFRICA                 ZA The Johannesburg Stock Exchange           JH

SPAIN                        ES Barcelona Stock Exchange                  BC

SPAIN                        ES Bilbao Stock Exchange                     BI

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

133

http://researchhelp.cch.com/License_Agreement.htm


SPAIN                        ES Madrid Stock Exchange                     MD

SPAIN                        ES Spanish Stock Exchange                    SN

SRI                          LANKA LK Colombo Securities

                             Exchange                                     CL

SWEDEN                       SE Stockholm Stock Exchange                  SK

SWITZERLAND                  CH Basle Stock Exchange                      BS

SWITZERLAND                  CH Berne Stock Exchange                      BR

SWITZERLAND                  CH Lausanne Stock Exchange                   LA

SWITZERLAND                  CH Lucerne Stock Exchange                    LC

SWITZERLAND                  CH Neuchatel Stock Exchange                  NU

SWITZERLAND                  CH St. Gall Stock Exchange                   SL

SWITZERLAND                  CH Zurick Stock Exchange                     ZR

TAIWAN                       TW Taiwan Stock Exchange                     TW

THAILAND                     TH Securities Exchange of Thailand           TH

TRINIDAD AND TOBAGOTT T      rinidad and Tobago Stock Exchange            TT

TURKEY                       TR Istanbul Stock Exchange                   IT
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UNITED KINGDOM               GB International Stock Exchange              IS

UNITED STATES OF AMERICA     US American Stock Exchange                   AS

UNITED STATES OF AMERICA     US Boston Stock Exchange                     BO

UNITED STATES OF AMERICA     US Cincinnati Stock Exchange                 CI

UNITED STATES OF AMERICA     US Midwest Stock Exchange                    MW

UNITED STATES OF AMERICA     US National Assoc. of Securities Dealers     OT

UNITED STATES OF AMERICA     US New York Stock Exchange                   NY

UNITED STATES OF AMERICA     US Pacific Stock Exchange                    PS

UNITED STATES OF AMERICA     US Philadelphia Stock Exchange               PH

VENEZUELA                    VE Caracas Stock Exchange                    CA

VENEZUELA                    VE Maracaibo Stock Exchange                  MC

YUGOSLAVIA                   YU Belgrade Stock Exchange                   BG

NOTES:

(1) Transactions executed over-the-counter in a domestic or foreign market should be designated ‘XX' as the
EXCHANGE CODE.

(2) Enter ‘XX' as both the COUNTRY CODE and the EXCHANGE CODE if the country and/or marketplace
where the execution occurred does not appear on the list. Identify the country and exchange in the
COMMENTS field.

B. Exhibit B

NODE HARDWARE/SOFTWARE REQUIREMENTS FOR THE SIAC PC NETWORK

Each node in the network requires the following:

•1. Computer
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IBM *   PC, AT, or 100% compatible, or IBM PS/2 computer

NOTE: Higher communication rates may not be supported on PC/XT class computers.

•2. Memory

Minimum 256 Kb RAM (640 Kb required if the node is running X/Shell or X/Mail.)

•3. Disk Drives

•One 3.5″ 1.44 Mb or one 5.25″ 1.2 Mb floppy disk drive.

•One 20 Mb or larger hard disk drive. OS/2 nodes require a 30 Mb or larger hard disk.

•4. Display

CGA, EGA, or VGA video adapter and monitor. OS/2 nodes require a VGA video adapter and VGA color
monitor.

•5. Printer

Wide carriage, narrow carriage laser printer.

•6. Communication Port

One available serial port. COM 1 thru COM 4

•7. Modem

The following list modem types supported transmitting at speeds of 1200 or 2400 band.

Hayes *   Smartmodem 1200 or 2400 bps

Hayes V-Series 2400 or V-Series 9600 bps

Hayes Ultra 96

Microcom AX/9624c

Microcom AX/2400c

Microcom QX/2400t

MultiTech V.32

UDS V.3225

•8. Telephone line

Auxiliary voice grade (ANALOG) touch tone telephone line.

C. Exhibit C

PC SERVICE CENTER IMPLEMENTATION FORM

D. Exhibit D

Member Organizations Subject to January 4, 1993 Effective Date of Rule 410B

Bear, Stearns & Co. Inc.

Brown (Alex) & Sons, Inc.

Cowen & Co.
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Daiwa Securities America Inc.

Dean Witter Reynolds Inc.

Donaldson, Lufkin & Jenrette Securities Corporation

Edwards (A. G.) & Sons, Inc.

First Boston Corporation (The)

Goldman, Sachs & Co.

Gruntal & Co. Incorporated

Kemper Securities Group, Inc.

Kidder, Peabody & Co. Incorporated

Lawrence (C. J.) Inc.

Lazard, Freres & Co.

Mabon Securities Corporation

Merrill Lynch, Pierce, Fenner & Smith Incorporated

Morgan Stanley & Co. Incorporated

Neuberger & Berman

Nikko Securities Co. International, Inc. (The)

Nomura Securities International, Inc.

Oppenheimer & Co., Inc.

PaineWebber Incorporated

Prudential Securities Incorporated

Refco Securities, Inc.

Salomon Brothers Inc.

Schwab (Charles) & Co., Inc.

Shearson Lehman Brothers Inc.

Smith Barney, Harris Upham & Co. Incorporated

Warburg (S. G.) & Co., Inc.

Yamaichi International (America), Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

*  These codes and their definitions remain the same.
*  These codes and their definitions remain the same.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 92-34

Click to open document in a browser

November 13, 1992

  

Market Surveillance

PLEASE ROUTE TO COMPLIANCE, OPERATIONS AND TRADING DEPARTMENTS

 TO: Members and Member Organizations

SUBJECT: New Account Type Identifiers

The Exchange is instituting new account identification codes to further enhance the NYSE's audit trail.

Currently, members and member organizations use certain codes to identify transactions which are effected
for a member's or member organization's proprietary account. As a means of improving the accuracy and
efficiency of audit trail information, the Exchange has adopted three new account identifiers which must be
used when a member or member organization acts as agent for another member or member organization.
The new codes are shown on Exhibit A attached to this memo, along with the other existing account
identification codes.

Members and member organizations may use the new codes immediately. Use of the new account
identification codes will be mandatory six months from the issuance of this Information Memo.

Questions concerning the account identifiers or audit trail matters may be directed to Carol Krusik on (212)
656-4597 or David Leibowitz on (212) 656-4588.

Robert J. McSweeney

Senior Vice President

A. Exhibit A

1. ACCOUNT IDENTIFICATION CODES

Additions Underscored

Program Program

Trade Trade

Index non-Index All Other

Arbitrage Arbitrage Orders

Member/member

organization:

- Proprietary D C P

- As agent for

other member M N W

Customer:

- Individual (80A) J K I

- Other Agency U Y A
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2. DEFINITIONS

Member/Member Organization, Proprietary: a member/member organization trading for its own account.

Member/Member Organization, As Agent for Other Member: a member or member organization trading as
agent for the account of another member or member organization.

Program Trade, Index Arbitrage: the purchase or sale of “baskets” or groups of stocks in conjunction with the
intended purchase or sale of one or more cash-settled options or futures contracts in an attempt to profit by
the price difference, as defined in Rule 80A.

Program Trade, non-Index Arbitrage: a trading strategy involving the related purchase or sale of a group of 15
or more stocks having a total market value of $1 million or more, as defined in Rule 80A.

Individual (80A): an account for an individual as defined by Rule 80A.

Other Agency: any other non-member or non-member organization.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
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Market Surveillance

 TO: All Members and Member Organizations

SUBJECT: Publication of Market-at-the-Close Imbalances in “Pilot” Stocks on Trading Days Other Than
Expiration Days, and in Stocks to be Added to or Dropped From an Index on Any Day

In order to increase the flow of market information, on trading days not subject to expiration Friday MOC order
imbalance dissemination procedures, the Exchange will disseminate order imbalances of 50,000 shares or
more as soon as practicable after 3:45 p.m. for the stocks that are currently identified as “expiration Friday
Pilot Stocks.”

In addition, upon notification by the specialist in the subject security, the Exchange will publish market-at-the-
close imbalances of 50,000 shares or more on the tape for any stock that is to be added to or dropped from
either the S&P 500 Index, S&P 100 Index or Major Market Index after the close of trading on that day. An
imbalance of 50,000 shares or more of market-at-the-close orders in any such stock will be published on the
tape as soon as practicable after 3:45 p.m.

If the specialist in a stock which is to be added to or dropped from an index other than one of the three
major indexes listed above notes an imbalance of 50,000 shares or more of market-at-the-close orders, the
specialist must inform a Floor Official, who shall determine whether to publish an imbalance of market-at-the-
close orders greater than 50,000 shares on the tape.

The imbalance publication on other than expiration Fridays, which will appear on the tape as promptly as
practicable after 3:45 p.m., is for information purposes only and does not preclude the entry or cancellation
of market-at-the-close orders on either side of the market in such stock. Members and member organizations
are reminded that on expiration Fridays, there are certain restrictions on the entry and cancellation of
market-on-close orders. For an explanation of these restrictions and expiration Friday imbalance publication
procedures. See Information Memo No. 92-27 (October 16, 1992).

Questions concerning the imbalance publication procedures discussed in this circular may be directed to
Donald Siemer (212) 656-6940 or Betsy Minkin (212) 656-4841.

Robert J. McSweeney

Senior Vice President
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Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: FLOOR MEMBERS AND LEGAL AND COMPLIANCE DEPARTMENTS OF MEMBER
ORGANIZATIONS

SUBJECT: PROPOSED SEC RULEMAKING AND RECENT AMENDMENTS TO FORM BD

Individual members and member organizations should be aware that the SEC has proposed rulemaking (see
Release No. 34-30959) that, in part, would provide new instructions for filing Form BD, any amendments
to Form BD and Form BDW (withdrawal), with the Central Registration Depository (“CRD”). As a result,
any filing with respect to Form BD made with CRD would be deemed a filing with the SEC. Further, every
registered broker or dealer that is not a member of the National Association of Securities Dealers, Inc.
(NASD) would also be required to file Form BD and any subsequent amendments thereto, with the CRD.
The filing dates would be between January 11, 1993 and September 6, 1993. The actual filing date would
be determined by the organization's SEC registration number pursuant to the Schedule contained in the
aforementioned Release. INDIVIDUAL MEMBERS AND MEMBER ORGANIZATIONS THAT ARE NOT
ALSO MEMBERS OF THE NASD SHOULD REVIEW THE SEC RELEASE FOR COMPLETE DETAILS
RELATING TO THE SCHEDULED REFILING OF FORM BD.

The Securities and Exchange Commission (“SEC”) by Release No. 34-30958, has also announced the
adoption of amended Form BD, the uniform application form for broker-dealer registration under the
Securities Exchange Act of 1934 (“the Act”). The effective date is November 16, 1992.

Among the principal amendments, Item 7 on Form BD, with respect to disciplinary matters, has been
expanded to include several questions concerning action taken by foreign regulators and courts and to reflect
the new sanctions now available to the SEC, e.g., civil monetary penalties and cease and desist orders.
Members and member organizations should review their existing Form BDs to ensure that such filings contain
all the information required by revised Item 7. If the form does not contain the newly required information,
an amended form should be filed on or before November 16, 1992. In addition, the ownership and control
schedules (Schedule A, B and C) have been modified and reformatted and reduce the information previously
required to be reported. Questions concerning this Information Memo may be directed to Rudolph Schreiber
at (212) 656-5226.

Salvatore Pallante

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

141

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P92-30%2909013e2c855b3076?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECFORMBD/FSL01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECFORMBD/FSL01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECFORMBDW/FSL01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECFORMBD/FSL01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECFORMBD/FSL01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECFORMBD/FSL01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECFORMBD/FSL01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 92-29

Click to open document in a browser

October 27, 1992

  

Market Surveillance

 ATTENTION: BLOCK TRADING DESKS

TO: Members and Member Organizations

SUBJECT: Agency Block Cross Transactions of 25,000 Shares or More

The following Questions and Answers are intended to clarify issues raised in connection with the above
subject (Information Memo Number 92-28, issued October 23, 1992).

Q. What is a “customer” order for purposes of the clean cross rule?

A. A customer's order is an order which is not for the proprietary account of a member or member
organization. It is the executing member's responsibility to know whether an order being represented is for a
public “customer” and eligible to be executed in a “clean agency cross”.

NOTE: Any firm entering an order which it wishes to be represented in a clean agency cross is encouraged to
make the floor broker aware that the order is a “customer” order.

Q. Can a member/member organization participate in a clean agency cross for a proprietary account
by giving their order to an unaffiliated member as agent?

A. No proprietary account for a member or member organization may participate in a clean agency cross,
even if it is represented by another member.

Q. Procedurally, how does a broker effect a clean agency cross?

A. Example I. Prevailing 1/8 Point Market

Assume the market is 30-30 1/8, 65,000×1,000. The broker would announce that he represented a “clean
cross” and the intended cross price, e.g., 30, to establish priority at the cross price. In the exercise of fiduciary
duty, the broker would then inquire of the specialist and the Crowd as to whether any other member could
provide price improvement. Any member in the Crowd, or the specialist, willing to provide price improvement
should clearly state that they would do so, and the number of shares they would buy or sell. If a member in
the Crowd representing a buyer indicates that he or she would buy a specified number of shares at 30 1/8,
the broker with the cross may do either of the following:

(i) return to his telephone to inform his customers of this development and obtain instructions (e.g., revise the
cross price) as to how to proceed; or

(ii) make a bid of 30 and an offer of 30 1/8 to permit the member in the Crowd to provide price improvement to
the sell side of the cross by trading with the 30 1/8 offer. The member providing price improvement would, in
this example, first have to trade with the prevailing offer of 1000 shares at 30 1/8 before trading with any part
of the cross.

In the above example, if the market was 30 bid for 500 shares, with 65,000 shares offered at 30 1/8, and the
broker who intended to execute a clean cross of 25,000 shares at 30 is informed by brokers representing the
sell interest at 30 1/8 that they would sell at 29 7/8, the broker representing the cross may either return for
instructions pursuant to (i), above, or bid 29 7/8 and offer at 30 to afford price improvement to the buy side of
the cross. Under the firm quote rule, the existing bid could be executed at 30.
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A. Example II. Prevailing Market More than 1/8 Point

Assume the market is 30-30 3/8, 30,000×10,000. The broker would announce that he represented a “clean
cross” and the intended cross price, e.g., 30 1/4. In the exercise of fiduciary duty to the parties to the cross,
the broker would then inquire of the specialist and the Crowd as to whether any other member could provide
price improvement to one side or the other of the cross. Any member in the Crowd or the specialist willing to
provide price improvement should clearly state the price at which they are prepared to do so, and the number
of shares they would trade. If a member in the Crowd representing, for example a seller, indicates that he or
she would sell a specified number of shares of stock at 30 1/8, the broker with the cross may do either of the
following:

(i) return to his telephone to inform his customers of this development and obtain instructions as to how to
proceed; or

(ii) make a bid or offer on behalf of the cross in such a manner as to provide the opportunity for price
improvement as indicated by the member in the Crowd representing a seller. In this example, the broker with
the cross would make a bid of 30 1/8 and an offer of 30 1/4, thereby providing an opportunity for the member
in the Crowd to provide price improvement to the buy side of the cross by trading with the 30 1/8 bid.

If the member in the Crowd did not indicate an intention to provide price improvement, he or she could
not interfere with the cross at the clean cross price. The member might still participate to provide price
improvement, but the quoted market might not provide the ability to do that, i.e., in this example, if the cross
was quoted 30 1/4 bid, offered at 30 3/8 and the Crowd broker represented a “not held” sell order.

Q. Can an independent broker effect a clean agency cross while representing multiple customers'
orders which aggregate25,000 shares or more?

A. Brokers wishing to effect a clean agency cross on behalf of multiple customers' orders may, consistent
with their fiduciary responsibility to each customer, utilize Rule 72; however, the executing broker must
exercise due diligence to verify that each order is for a customer account, not the account of a member or
member organization. If a floor broker accepts a customer's order from another floor broker, responsibility to
confirm that the order is for a customer lies with the original broker. If a broker cannot confirm an order is for a
customer account, such order may not participate in a clean agency cross.

Q. Can “precedence based on size” break up a clean agency cross at the cross price?

A. Another member in the crowd may not utilize precedence based on size to break up a clean agency cross
at the proposed cross price.

Q. Can a specialist effect a clean agency cross?

A. A specialist may not effect a clean agency cross on behalf of orders he is representing as agent.

Q. Can a specialist break up a clean agency cross to provide price improvement?

A. The specialist may break up a clean agency cross; however,if the improved price would involve the
specialist's purchasing stock for a percentage order on a “plus” or “zero plus” tick (or selling stock for a
percentage order on a “minus” or “zero-minus” tick), the order must have the CAP-D instructions.

Q. Assume the market is 30 1/2 - 5 5/8 and a 25,000-share cross is represented as a clean cross at 30
1/2. If another broker provides price improvement by buying 15,000 shares at 30 5/8, does the 10,000-
share balance have to be recrossed?

A. Following the trade at 30 5/8, the 10,000 shares remaining of the clean cross does not need to be
recrossed. If the broker intends to complete the cross, it can be executed at30 1/2 and printed as “stopped
stock” under Rule 72. Buy orders with priority or parity prior to the clean cross are then on parity, including
the 15,000 shares of unfilled stock to buy at 30 1/2, if the broker remains in the Crowd. If the remaining buy
interest of 15,000 shares is given to the specialist, the order would go behind prior orders on the book at 30
1/2.
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Q. Are stop orders elected by clean crosses?

A. Yes.

Q. Can orders for managed money accounts (i.e., accounts for which a member firm or an affiliate
exercises investment discretion, but which are not member firm proprietary accounts) participate in a
clean cross transaction?

A. Such orders may participate in a clean cross transaction,but must be handled by a broker who is not
affiliated with the member firm exercising investment discretion.

Questions about the amendments to Rule 72 may be directed to Brian McNamara (212) 656-7086 or Donald
Siemer (212) 656-6940.

Robert J. McSweeney

Senior Vice President
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Market Surveillance

 TO: Members and Member Organization

SUBJECT: Agency Block Cross Transactions of 25,000 Shares or More

The Securities and Exchange Commission has approved amendments to Exchange Rule 72 which provide
that so-called “clean agency cross” transactions (as described below) of 25,000 shares or more may be
effected on the Exchange without being broken up at the proposed cross price. The amendments to Rule 72
are effective Monday, October 26. Rule 72 as amended is attached as Exhibit A.

The amendments provide priority to agency crosses of 25,000 shares or more, at or within the prevailing
quotation, where neither side of the cross is an order for the account of a member or member organization. A
member crossing such agency orders has priority at the proposed cross price, regardless of any pre-existing
bids or offers at such price, and cannot be broken up at such proposed cross price.

The member effecting the cross must follow the crossing procedures of Rule 76 by making an offer which
is higher than his bid by the minimum variation in the security. Another member may break up the cross
only at a price which is better than the proposed cross price. A member who wants to break up the cross
by providing a better price to one side must first trade with all other market interest (if any) that has priority
at such improved price, before he may trade with any part of the proposed cross. However, the member
providing price improvement does not have to trade with the entire side of the proposed cross.

A clean agency block cross transaction effected at the proposed cross price under the provisions of Rule 72
paragraph (b) shall be printed as “stopped stock”.

For examples of how the amended Rule would work, please refer to the attached Exhibit.

Questions about the amendments to Rule 72 may be directed to Brian McNamara (212) 656-7086 or Donald
Siemer (212) 656-6940.

Robert J. McSweeney

Senior Vice President

A. Exhibit A

Additions Underscored

Deletions [bracketed]

72. RULE 72

1. Priority and Precedence of Bids and Offers

* * *

Rule 72. I. Bids - Where bids are made at the same price, the priority and precedence shall be determined as
follows:

Priority of first bid
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(a) Except as provided in paragraph (b) below, [W] when a bid is clearly established as the first made at a
particular price, the maker shall be entitled to priority and shall have precedence on the next sale at that
price, up to the number of shares of stock or principal amount of bonds specified in the bid, irrespective of the
number of shares of stock or principal amount of bonds specified in such bid.

Priority of Agency Cross Transactions

(b) When a member has an order to buy and an order to sell an equivalent amount of the same security,
and both orders are of 25,000 shares or more and are for the accounts of persons who are not members or
member organizations, the member may “cross” those orders at a price at or within the prevailing quotation.
The member's bid or offer shall be entitled to priority at such cross price, irrespective of pre-existing bids or
offers at that price. The member shall follow the crossing procedures of Rule 76, and another member may
trade with either the bid or offer side of the cross transaction only to provide a price which is better than the
cross price as to all or part of such bid or offer. A member who is providing a better price to one side of the
cross transaction must trade with all other market interest having priority at that price before trading with any
part of the cross transaction. No member may break up the proposed cross transaction, in whole or in part,
at the cross price. A transaction effected at the cross price in reliance on this paragraph shall be printed as
“stopped stock”

Example 1

Assume the market in XYZ quoted 20 to 20 1/8, 40,000 shares by 30,000 shares. A member intending to
effect a 25,000 share “agency cross” transaction at a price of 20 must bid 20 for 25,000 shares and offer
25,000 shares at 20 1/8. The member's bid at 20 has priority, and the proposed cross could not be broken up
at that price. The proposed cross could however, be broken up at 20 1/8, as this would provide a better price
to the seller. However a member intending to trade with the offer side of the cross would first have to take the
entire 30,000 share offer at 20 1/8, which was entitled to priority, before trading with any part of the offer side
of the cross.

Example 2

Assume the market in XYZ is quoted 20 to 20 3/8, 20,000 shares by 20,000 shares. A member intending to
effect a 25,000 share “agency cross” transaction at a price of 20 1/8 must follow the crossing procedures of
Rule 76 and bid 20 1/8 for 25,000 shares and offer 25,000 shares at 20 1/4. The member's bid at 20 1/8 has
priority, and the proposed cross could not be broken up at this price. The proposed cross could, however, be
broken up, in whole or in Part, at 20 1/4, as this would provide a better price to the seller.

[b] (c) Precedence of bids equaling or exceeding amount offered

* * *

(Paragraphs (c) through (h) redesignated as (d) through (i))
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Market Surveillance

 PLEASE PAY SPECIFIC ATTENTION TO NEW PROCEDURES IMPLEMENTED IN APRIL LISTED IN THE
BOX BELOW. THESE REVISIONS ARE DETAILED IN THE CIRCULAR.

MOC ORDERS IN ALL STOCKS PERTAINING TO INDEX STRATEGIES RELATING TO EXPIRING
CONTRACTS MUST BE IN BY 3:00 PM NO CANCELLATIONS OF MOC ORDERS IN ANY STOCKS ARE
PERMITTED AFTER 3:45 P.M. SEE PAGES 1 to 4 FOR PROCEDURES

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Revised Procedures for Handling Market-on-Close Orders on October 16, 1992 (“Expiration
Friday”)

1. IMPORTANT NEW PROCEDURES WILL AGAIN BE IMPLEMENTED WITH THE OCTOBER 16, 1992 EXPIRATION:

•NO MOC ORDERS RELATED TO A STRATEGY INCLUDING ANY STOCK INDEX FUTURES, STOCK
INDEX OPTIONS OR OPTIONS ON STOCK INDEX FUTURES IN EXPIRING CONTRACTS MAY BE
ENTERED AFTER 3:00 P.M. IN ANY STOCK. ORDERS TO ESTABLISH POSITIONS MAY BE ENTERED
IN NON-PILOT STOCKS UNTIL 4:00 P.M., AND TO OFFSET A PUBLISHED IMBALANCE IN THE PILOT
STOCKS.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:45 P.M. IN ANY STOCK.

•THERE WILL BE AN ADDITIONAL IMBALANCE PUBLICATION AT 3:45 P.M. IN THE PILOT STOCKS
ONLY.

•LIMIT-AT-THE-CLOSE ORDERS ARE NOT ALLOWED.

2. DETAILED DISCUSSION IS PROVIDED BELOW.

Members and member organizations are reminded that the closing procedures for the last trade date prior to
the expiration will again be implemented on expiration Friday, October 16, 1992, as indicated below. The SEC
has formally approved the extension of the pilot through October 1993.

The Provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
Products. This exemption from Rule 80A applies only on the last trade date Prior to each month's expiration,

3. PROCEDURES RELATING TO THE CLOSE

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. Applicable MOC orders
are those relating to a strategy involving any stock index futures, stock index options, or options on stock
index futures, in all stocks. These procedures have been filed as a rule with the SEC.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

147

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P92-27%2909013e2c855b3070?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


The cut-off time is 3:00 p.m. for the entry of MOC orders that relate to a strategy including any expiring stock
index futures, stock index options or options on stock index futures. This requirement applies to all stocks, not
just pilot stocks. These closing procedures will again be implemented with the October 16, 1992 expiration.

1. Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

2. Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:45 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will continue to be permitted after 3:45 p.m.

3. Special Procedures on Limitation of Entry of Orders and Publication of Imbalances in Pilot Stocks

You must, as stated above and required for all stocks, enter all MOC orders, in positions relating to a strategy
involving any expiring stock index futures, stock index options, or options on stock index futures, by 3:00 p.m.
eastern time. In addition, as described below, there are special limitations regarding the subsequent entry
of orders, and special procedures for publication of imbalances, that are applicable only to pilot stocks (see
attached list). It should be noted that, pursuant to Rule 13, an order for execution at the close may only be
entered for execution at-the-market; “limit-at-the-close” orders are not permitted.

As soon as possible after 3:00 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:00 p.m. in those pilot stocks. Additionally, as soon as possible after
3:30 p.m. the Exchange will again publish on the tape any imbalance of MOC orders of 50,000 shares or
more that existed at 3:30 P.m. For those Pilot stocks that had imbalance notices Published at 3:00 p.m. and
there is no imbalance of 50,000 shares or more at 3:30 p.m., the Exchange will publish a “No Imbalance”
message. If a Pilot stock does not have an imbalance message printed at 3:00 p.m., no MOC orders will
be permitted in that stock unless, at 3:30 p.m., due to cancellations, a 50,000 share or more imbalance is
published. If that occurs, MOC orders will be permitted to offset the imbalance published at 3:30 p.m. If a
“No Imbalance” notice is published in a pilot stock at 3:30 p.m. no MOC orders will be permitted. A third time,
as soon as possible after 3:45 p.m., the Exchange will publish imbalances of 50,000 shares or more in the
pilot stocks. For those pilot stocks that had imbalance notices published at 3:30 and there is no imbalance
of 50,000 shares or more at 3:45 p.m., the Exchange will publish a ‘No Imbalance’ message. If a pilot stock
does not have an imbalance message printed at 3:30 p.m., no MOC orders will be permitted in that stock
unless at 3:45 p.m., due to cancellations, a 50,000 share or more imbalance is published. If that occurs, MOC
orders will be permitted to offset the imbalance published at 3:45 p.m. If a “No Imbalance” notice is published
in a pilot stock at 3:45 p.m., no MOC orders will be permitted in that stock. While MOC orders previously
entered may be cancelled or reduced in size until 3:45 p.m., once a publication of an imbalance in a pilot
stock has been made, any MOC orders subsequently entered in such pilot stock will be accepted only to
trade on the opposite side of the market in relation to such published imbalance. The liquidation of positions
relating to a strategy involving any stock index futures, stock index options. or options on stock index futures
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using MOC orders entered after 3:00 p.m. is not permitted, even if such orders might offset net reported
imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:45 p.m. may not reflect the imbalance that exists at the close.

The procedures stated in this section relate only to the pilot stocks. Regular procedures, including revised
procedures for all stocks that are stated on Pages One and Two, will apply to all other listed securities.

4. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they may be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

5. “G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

6. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a)(2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to M r. Arthur Harris at (212) 656-6884 or Mr.
David Leibowitz at (212) 656-4588.

Robert J. McSweeney

Senior Vice President

                                     

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

149

http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D11%28a%29%281%29%28G%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE90/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D11%28a%29%281%29%28G%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE97/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D9%28a%29%282%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D9%28a%29%282%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE10a-1/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE10b-5/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


Attachments

                     

4. Expiration Friday Pilot Stocks - October 16, 1992

    ABT           ABBOTT LABORATORIES

    AXP           AMERICAN EXPRESS COMPANY

    AHP           AMERICAN HOME PRODUCTS CORPORATION

    AIG           AMERICAN INTERNATIONAL GROUP INC.

    T             AMERICAN TELEPHONE AND TELEGRAPH

    AIT           AMERITECH

    AN            AMOCO CORPORATION

    BUD           ANHEUSER BUSCH COMPANIES INC.

    ARC           ATLANTIC RICHFIELD COMPANY

    BAC           BANKAMERICA CORPORATION

    BEL           BELL ATLANTIC CORPORATION

    BLS           BELL SOUTH CORPORATION

    BMY           BRISTOL MYERS COMPANY
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    CHV           CHEVRON CORPORATION

    KO            COCA COLA COMPANY

    DOW           DOW CHEMICAL COMPANY

    DD            DU PONT COMPANY

    EK            EASTMAN KODAK COMPANY

    LLY           ELI LILLY AND COMPANY

    XON           EXXON CORPORATION

    FNM           FEDERAL NATIONAL MORTGAGE ASSOCIATION

    F             FORD MOTOR COMPANY

    GE            GENERAL ELECTRIC COMPANY

    GM            GENERAL MOTORS CORPORATION

    GTE           GTE CORPORATION

    HWP           HEWLETT-PACKARD COMPANY

    HD            HOME DEPOT INC.

    IBM           INTERNATIONAL BUSINESS MACHINES CORP.

    IP            INTERNATIONAL PAPER COMPANY
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    JNJ           JOHNSON AND JOHNSON

    K             KELLOGG COMPANY

    MCD           MCDONALDS CORPORATION

    MRK           MERCK AND COMPANY INC.

    MMM           MINNESOTA MINING AND MANUFACTURING

    MOB           MOBIL CORPORATION

    NYN           NYNEX CORPORATION

    PAC           PACIFIC TELESIS GROUP

    PEP           PEPSICO INC.

    PFE           PFIZER INC.

    MO            PHILIP MORRIS COS. INC. HOLDING CO.

    PG            PROCTER AND GAMBLE COMPANY

    RD            ROYAL DUTCH PETROLEUM COMPANY

    *SLE          SARA LEE CORP.

    SLB           SCHLUMBERGER LTD.

    S             SEARS ROEBUCK AND COMPANY
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    SBC           SOUTHWESTERN BELL CORPORATION

    TX            TEXACO INC.

    UN            UNILEVER N.V. ADRS

    USW           U.S. WEST INC.

    WMT           WAL MART STORES INC.

    DIS           WALT DISNEY COMPANY

    WMX           WASTE MANAGEMENT INC.

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of October 1, 1992,
and the 20 Major Market Index stocks. The indicated (*) stock has been added to the list and PCG has been
deleted.

5. MEMORANDUM

Date: October 16, 1992

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) Orders

1. MOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. If there was no MOC imbalance of 50,000 or more shares in a pilot stock at 3 p.m., but due to
MOC order cancellations, an imbalance of 50,000 or more shares exists at 3:30 p.m., should it be
disseminated?

2A. Yes. Subsequently, contra side MOC orders may be entered.

3Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

3A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.
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1. Example #1 200,000 buy MOC

50,000 sell MOC

50,000 sell plus MOC

25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000 - S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

2. Example #2 100,000 sell MOC

50,000 buy MOC

25,000 buy minus MOC

25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000 - B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

4Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4- 1/2 - last sale 20 3/8

4A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus or sell
short order would go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the
other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus or
sell short order would go ahead of the 20 1/2 limit sell orders on the book because it should be treated like a
market order. Similarly, a market-on-close buy minus order would be treated as a limit order if the last sale
was on a “plus” or “zero plus”, going behind any buy orders limited at 20 1/4. If the last sale was on a “minus”
or “zero minus” tick, the market-on-close buy minus order would be treated as a market order and executed
ahead of 20 1/4 limit buy orders on the book.

5Q. Are limit at-the-close or MOC “short” at-the-close orders permitted?

5A. Limit at-the-close orders, where a specific price is indicated, are not allowed. Firms may enter “short”
MOC orders.

6Q. Should brokers in the Crowd give the specialist their orders prior to the final bell? How should
they be handled by the specialist?

6A. Yes. Brokers in the Crowd should give their orders to the specialist prior to the final bell to allow the
specialist to arrange a closing price. Such orders should be handled like “love” orders on the opening.

7Q. Can MOC orders be entered in the pilot stocks if “No imbalance” notice is published at 3:00 p.m.,
3:30 p.m. or 3:45 p.m.?

7A. No MOC orders may be entered if a “no imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.

8Q. While a specialist may not accept MOC after a “no imbalance” has been published may a $2
broker or house broker handle such an order?

8A. Firms should not be entering MOC orders in pilot stocks that have a “no imbalance” message published.
If a broker has such an order, the MOC requirement must be taken off.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 92-25

Click to open document in a browser

September 28, 1992

  

Market Surveillance

 TO: Members and Member Organizations

SUBJECT: Amendment to Rule 411(b) Requiring Aggregation of Odd-Lot Orders in Certain Situations

The Securities and Exchange Commission (“SEC”) recently approved an amendment to Exchange Rule
411(b) which expands the Rule's requirements regarding aggregation of odd-lot orders into round lots. The
amendment is effective immediately.

Rule 411(b) requires persons entering multiple odd-lot orders in the same stock, which aggregate to 100
shares or more, to aggregate the orders into round-lots, where possible, for execution in the round-lot auction
market. Prior to this amendment, the aggregation requirement applied only to individuals entering orders for
their own account(s) or for accounts in which they have an actual monetary interest.

This amendment extends the aggregation requirement to persons making a single investment decision as to
the entry of multiple odd-lot orders for accounts over which they have investment discretion. The amendment
provides an exception to the aggregation requirement for odd-lot orders entered by such persons which total
less than 300 shares. The exception may be used only once per trading day in the same security.

Rule 411(b) is reprinted on the reverse side of this Information Memo. Questions concerning this rule may be
directed to Donald Siemer at (212) 656-6940.

Robert J. McSweeney

Senior Vice President

Additions Underscored

Deletions bracketed [ ]

411. Rule 411

* * *

(b) Conduct of Accounts - (1) “Bunching” odd-lot orders. - A member or member organization shall not
combine the orders given by several different customers to buy or sell odd-lots of the same stock, into a
round-lot order without the prior approval of the customers interested.

When a person gives, either for his own account, [or] for various accounts in which he has an actual monetary
interest, or for accounts over which such person is exercising investment discretion, buy or sell odd-lot
orders which aggregate 100 shares or more, [such orders shall, as far as possible, be] a member or member
organization shall not accept such orders for execution unless they are, as far as possible, consolidated
into full lots, except that selling orders marked “long” need not be so consolidated with selling orders market
“short”. An exception from this consolidation requirement may be relied upon once per trading day by the
person exercising investment discretion for the odd-lot orders in a particular stock that would aggregate to
less than 300 shares.

* * *
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 92-26

Click to open document in a browser

September 28, 1992

   TO: All members and the Managing Partner/Chief Executive officer and General Counsel of Each Member
Organization

RE: Amendments to Rules 600, 607, 621 and 636 concerning Arbitration

The Securities and Exchange Commission recently approved amendments to the arbitration rules that
will strengthen the Exchange's arbitration procedures and will enhance the public's confidence in the
arbitration process. The amendments provide that individuals may not bring class actions in arbitration,
classify individuals registered or associated with futures associations or a commodities exchange as industry
arbitrators, clarify that arbitrators are empowered to take appropriate action to obtain compliance with any
ruling by the arbitrators, and require that all new, pre-dispute arbitration agreements with customers include a
statement regarding the ineligibility of class actions for submission to arbitration. These amendments are set
forth in Exhibit A and are described below.

600. Rule 600(d)

The amendment to Rule 600(d) will provide that class actions shall not be eligible for submission to
arbitration. However, an individual may plead the same facts in arbitration as a pending or former class action
if certification is denied to the class, the class is decertified, the individual is excluded from the class by the
court or the individual elects not to participate in the class.

607. Rule 607 (2)

The amendment to Rule 607(2)v. will classify individuals who are registered under the Commodities
Exchange Act or are members of a registered futures association or any commodities exchange as being
from the securities industry for purposes of classification of arbitrators.

621. Rule 621

The amendment to Rule 621 will clarify that arbitrators are empowered to take appropriate action, such as
assessment of fees or costs, preclusion of documents or witnesses, and making disciplinary referrals in order
to obtain compliance with any ruling by the arbitrators.

636. Rule 636(e)

The amendment to Rule 636 (e) and (f) will require that all new pre-dispute arbitration agreements with
customers include a statement regarding the ineligibility of class actions for submission to arbitration in
accordance with the provisions of proposed Rule 600(d).

The amendments were approved by the Commission on August 26, 1992 and apply to all arbitration activity
conducted after that date.

Questions regarding the rules may be addressed to Robert S. Clemente, Director of Arbitration (212)
656-5608, Harry Albirt, Manager - Arbitration (212) 656-2775.

James E. Buck

Senior Vice President

and

Secretary
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A. Exhibit A

[ ] DELETED LANGUAGE

NEW LANGUAGE Underscored

600. Rule 600. ARBITRATION

* * * * * * * *

(d) Class Action Claims.

(i) A claim submitted as a class action shall not be eligible for arbitration under the Rules of the New York
Stock Exchange, Inc.

(ii) Any claim filed by a member or members of a putative or certified class action is also ineligible for
arbitration at the New York Stock Exchange, Inc. if the claim is encompassed by a putative or certified class
action filed in federal or state court, or is ordered by a court to a non SRO arbitration forum for class-wide
arbitration. However, such claims shall be eligible for arbitration in accordance with Rule 600 (a) or pursuant
to the parties' contractual agreement, if any, if a claimant demonstrates that it has elected not to participate
in the putative or certified class action or, if applicable, has complied with any conditions for withdrawing from
the class prescribed by the court.

Disputes concerning whether a particular claim is encompassed by a putative or certified class action shall
be referred by the Director of Arbitration to a panel of arbitrator(s) in accordance with Rules 601 or 607, as
applicable. Either party may elect instead to petition the court with jurisdiction over the putative or certified
class action to resolve such disputes. Any such petition to the court must be filed within ten (10) business
days of receipt of notice that the Director of Arbitration is referring the dispute to a panel of arbitrator(s).

(iii) No member, allied member, member organization and/or associated person shall seek to enforce any
agreement to arbitrate against a customer that has initiated in court a putative class action or is a member of
a putative or certified class with respect to any claims encompassed by the class action unless and until:

(A) the class certification is denied;

(B) the class is decertified;

(C) the customer is excluded from the class by the court; or

(D) the customer elects not to participate in the putative or certified class action or, if applicable, has complied
with any conditions for withdrawing from the class prescribed by the court.

(iv) No member, allied member, member organization and/or associated person shall be deemed to have
waived any of its rights under these Rules or under any agreement to arbitrate to which it is a party except to
the extent stated in this paragraph.

Rule 607. Designation of Number of Arbitrators

(2)

* * * * * * * *

v. Is an individual who is registered under the Commodities Exchange Act or is a member of a registered
futures association or any commodities exchange or is associated with any such person(s).

Rule 621. Interpretation of the provisions of the Code and Enforcement of Arbitrator(s) Rulings.

The arbitrator (s) shall be empowered to interpret and determine the applicability of all provisions under this
Code [which] and to take appropriate action to obtain compliance with any ruling by the arbitrator(s). Such
interpretations and actions to obtain compliance shall be final and binding upon the parties.

Rule 636. Requirements When Using Pre-Dispute Arbitration Agreements With Customers
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* * * * * * * *

(e) [The requirements of this section shall apply only to new agreements signed by an existing or new
customer of a member or member organization after September 7, 1989.]

All agreements shall include a statement that “No person shall bring a putative or certified class action to
arbitration, nor seek to enforce any pre-dispute arbitration agreement against any person who has initiated
in court a putative class action; who is a member of a putative class who has not opted out of the class with
respect to any claims encompassed by the putative class action until:

(i) the class certification is denied;

(ii) the class is decertified; or

(iii) the customer is excluded from the class by the court.

Such forbearance to enforce an agreement to arbitrate shall not constitute a waiver of any rights under this
agreement except to the-extent stated herein.”

(f) The requirements of subsection (e) shall apply only to new agreements signed by an existing or new
customer of a member or member organization after one year has elapsed from the date of Commission
approval.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

160

http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 92-24
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September 11, 1992

  

Market Surveillance

 PLEASE PAY SPECIFIC ATTENTION TO NEW PROCEDURES IMPLEMENTED IN APRIL LISTED IN THE
BOX BELOW. THESE REVISIONS ARE DETAILED IN THE CIRCULAR.

MOC ORDERS IN ALL STOCKS PERTAINING TO INDEX STRATEGIES RELATING TO EXPIRING
CONTRACTS MUST BE IN BY 3:00 P.M. NO CANCELLATIONS OF MOC ORDERS IN ANY STOCKS ARE
PERMITTED AFTER-3:45 P.M. SEE PAGES 3, 4 and 5 FOR PROCEDURES

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Procedures for Handling Market-on-Close Orders on
September 18. 1992 (“Expiration Friday”)

1. IMPORTANT NEW PROCEDURES WILL AGAIN BE IMPLEMENTED WITH THE SEPTEMBER 18, 1992
EXPIRATION:

•NO MOC ORDERS RELATED TO A STRATEGY INCLUDING ANY STOCK INDEX FUTURES, STOCK
INDEX OPTIONS OR OPTIONS ON STOCK INDEX FUTURES IN EXPIRING CONTRACTS MAY BE
ENTERED AFTER 3:00 P.M. IN ANY STOCK. ORDERS TO ESTABLISH POSITIONS MAY BE ENTERED
IN NON-PILOT STOCKS UNTIL 4:00 P.M., AND TO OFFSET A PUBLISHED IMBALANCE IN THE PILOT
STOCKS.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:45 P.M. IN ANY STOCK.

•THERE WILL BE AN ADDITIONAL IMBALANCE PUBLICATION AT 3:45 P.M.

•IN THE PILOT STOCKS ONLY.

•LIMIT-AT-THE-CLOSE ORDERS ARE NOT ALLOWED.

2. DETAILED DISCUSSION IS PROVIDED ON PAGES 3, 4 AND 5.

Members and member organizations are reminded that auxiliary opening and closing procedures for
expiration Friday will be implemented on expiration Friday, September 18, 1992, as indicated below. The SEC
has formally approved the extension of the pilot through October 1992.

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on each month's expiration Friday,

3. OPENING PROCEDURES

Several auxiliary procedures are necessary to integrate stock orders relating to expiring contracts into
NYSE's opening procedures in a manner that assures an efficient market opening in each stock as close to
9:30 a.m. as possible. The auxiliary opening procedures applicable on September 18, 1992 are:

1. Order Entry
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Stock orders relating to index contracts whose settlement pricing is based upon the September 18, 1992
opening prices must be received by SuperDot or by the specialist by 9:00 a.m.

- These orders may be cancelled or reduced in size. 1 

- Stock orders relating to index contracts whose settlement pricing is not based upon the September 18
opening prices may be entered after 9:00 a.m.

To facilitate early order entry, SuperDot (1) will begin accepting orders at 7:30 a.m. and (2) will accept market
orders of 30,099 shares or less.

“Limit-at-the-opening” (“limit OPG”) orders are permitted, including delivery through Exchange systems.

- Ordinary limit orders may also be entered.

2. Order Identification

Stock orders relating to opening-price settling contracts must be identified “OPG.”

- Firms entering these orders through SuperDot, but unable to identify orders as “OPG”, may use a unique
branch code or firm identifier (mnemonic) to identify these orders. The NYSE Market Surveillance Division (11
Wall Street, 11th Floor) must be advised of the branch code or identifier by September 21, 1992.

- Firms unable to identify these orders in either way, and firms not using SuperDot, must submit a list of all
these orders and related details to the NYSE Market Surveillance Division by September 21, 1992.

3. Dissemination of Order Imbalances

For any of the pilot stocks (list attached) having a market order imbalance of 50,000 shares or more at
9:00 a.m., the NYSE will disseminate the size of the order imbalance via the low-speed ticker and the news
services as promptly as practicable after 9:00 a.m.

4. Dissemination of Indications

Except for the auxiliary procedures described above, all stocks, including the pilot stocks, are subject to the
regular NYSE opening procedures, including price indications where a substantial price change is anticipated.
Dissemination of an indication is mandatory for an opening which will result in a price change constituting
the lesser of 10% or three points from the prior NYSE close, or five points if the previous close is $100 or
higher, unless the price change is less than one point. Fifteen minutes must elapse between a first indication
and a stock's opening. However, when more than one indication is necessary, a stock may open (1) five
minutes after the last indication when it overlaps the prior indication (e.g., 51 - 53 overlaps 50 - 52, but does
not overlap 53 - 55) and (2) ten minutes after the last indication when it does not overlap the prior indication,
provided that 15 minutes must have elapsed from the dissemination of the first indication.

4. PROCEDURES RELATING TO THE CLOSE

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. Applicable MOC orders
are those relating to a strategy involving any stock index futures, stock index options, or options on stock
index futures, in all stocks. These procedures have been filed as a rule with the SEC.

The cut-off time is 3:00 p.m. for the entry of MOC orders that relate to a strategy including any expiring stock
index futures, stock index options or options on stock index futures. This requirement applies to all stocks, not
just pilot stocks. These closing procedures will again be implemented with the September 18, 1992 expiration.

1. Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.
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Members and member organizations are strongly urged to carefully review their procedures in entering
and using MOC orders. In this regard, if using such orders, you should enter them as early in the day as
feasible. This will provide an opportunity for Floor brokers and/or specialists to better ascertain possible order
imbalances that might exist at the close. Consequently, efforts can be more easily made to contact potential
buying (selling) interests which could offset any such possible imbalance.

2. Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:45 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will continue to be permitted after 3:45 p.m.

3. Special Procedures on Limitation of Entry of Orders and Publication of Imbalances in Pilot Stocks

You must, as stated above and required for all stocks, enter all MOC orders, in positions relating to a strategy
involving any expiring stock index futures, stock index options, or options on stock index futures, by 3:00 p.m.
eastern time. In addition, as described below, there are special limitations regarding the subsequent entry
of orders, and special procedures for publication of imbalances, that are applicable only to pilot stocks (see
attached list). It should be noted that, pursuant to Rule 13, an order for execution at the close may only be
entered for execution at-the-market; “limit-at-the-close” orders are not permitted.

As soon as possible after 3:00 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:00 p.m. in those pilot stocks. Additionally, as soon as possible after
3:30 p.m. the Exchange will again publish on the tape any imbalance of MOC orders of 50,000 shares or
more that existed at 3:30 p.m. For those pilot stocks that had imbalance notices published at 3:00 p.m. and
there is no imbalance of 50,000 shares or more at 3:30 p.m., the Exchange will publish a “No Imbalance”
message. If a pilot stock does not have an imbalance message printed at 3:00 p.m., no MOC orders will
be permitted in that stock unless, at 3:30 p.m., due to cancellations, a 50,000 share or more imbalance is
published. If that occurs, MOC orders will be permitted to offset the imbalance published at 3:30 p.m. If a “No
Imbalance” notice is published in a pilot stock at 3:30 p.m., no MOC orders will be permitted. A third time,
as soon as possible after 3:45 p.m., the Exchange will publish imbalances of 50,000 shares or more in the
pilot stocks. For those pilot stocks that had imbalance notices published at 3:30 and there is no imbalance
of 50,000 shares or more at 3:45 p.m., the Exchange will publish a “No Imbalance” message. If a pilot stock
does not have an imbalance message printed at 3:30 p.m., no MOC orders will be permitted in that stock
unless at 3:45 p.m., due to cancellations, a 50,000 share or more imbalance is published. If that occurs, MOC
orders will be permitted to offset the imbalance published at 3:45 p.m. If a “No Imbalance” notice is published
in a pilot stock at 3:45 p.m., no MOC orders will be permitted in that stock. While MOC orders previously
entered may be cancelled or reduced in size until 3:45 p.m., once a publication of an imbalance in a pilot
stock has been made, any MOC orders subsequently entered in such pilot stock will be accepted only to
trade on the opposite side of the market in relation to such published imbalance. The liquidation of positions
relating to a strategy involving any stock index futures, stock index options, or options on stock index futures
using MOC orders entered after 3:00 p.m. is not permitted, even if such orders might offset net reported
imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:45 p.m. may not reflect the imbalance that exists at the close.

The procedures stated in this section relate only to the pilot stocks. Regular procedures, including revised
procedures for all stocks that are stated on pages One through Four, will apply to all other listed securities.

4. Printing at the Close
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Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they may be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

5. “G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

6. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a)(2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
David Leibowitz at (212) 656-4588.

Robert J. McSweeney

Senior Vice President

                                   

Attachments

              

5. Expiration Friday Pilot Stocks - September 18, 1992
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ABT              ABBOTT LABORATORIES

AXP              AMERICAN EXPRESS COMPANY

AHP              AMERICAN HOME PRODUCTS CORPORATION

AIG              AMERICAN INTERNATIONAL GROUP INC.

T                AMERICAN TELEPHONE AND TELEGRAPH

AIT              AMERITECH

AN               AMOCO CORPORATION

BUD              ANHEUSER BUSCH COMPANIES INC.

ARC              ATLANTIC RICHFIELD COMPANY

BAC              BANKAMERICA CORPORATION

BEL              BELL ATLANTIC CORPORATION

BLS              BELL SOUTH CORPORATION

BMY              BRISTOL MYERS COMPANY

CHV              CHEVRON CORPORATION

KO               COCA COLA COMPANY

DOW              DOW CHEMICAL COMPANY
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DD               DU PONT COMPANY

EK               EASTMAN KODAK COMPANY

LLY              ELI LILLY AND COMPANY

XON              EXXON CORPORATION

FNM              FEDERAL NATIONAL MORTGAGE ASSOCIATION

F                FORD MOTOR COMPANY

GE               GENERAL ELECTRIC COMPANY

GM               GENERAL MOTORS CORPORATION

GTE              GTE CORPORATION

HWP              HEWLETT-PACKARD COMPANY

HD               HOME DEPOT INC.

IBM              INTERNATIONAL BUSINESS MACHINES CORP.

IP               INTERNATIONAL PAPER COMPANY

JNJ              JOHNSON AND JOHNSON

K                KELLOGG COMPANY

MCD              MCDONALDS CORPORATION
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MRK              MERCK AND COMPANY INC.

MMM              MINNESOTA MINING AND MANUFACTURING

MOB              MOBIL CORPORATION

NYN              NYNEX CORPORATION

PCG              PACIFIC GAS & ELECTRIC CO.

PAC              PACIFIC TELESIS GROUP

PEP              PEPSICO INC.

PFE              PFIZER INC.

MO               PHILIP MORRIS COS. INC. HOLDING CO.

PG               PROCTER AND GAMBLE COMPANY

RD               ROYAL DUTCH PETROLEUM COMPANY

SLB              SCHLUMBERGER LTD.

S                SEARS ROEBUCK AND COMPANY

SBC              SOUTHWESTERN BELL CORPORATION

TX               TEXACO INC.

UN               UNILEVER N.V. ADRS
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USW              U.S. WEST INC.

WMT              WAL MART STORES INC.

DIS              WALT DISNEY COMPANY

WMX              WASTE MANAGEMENT INC.

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of September 2,
1992, and the 20 Major Market Index stocks.

6. MEMORANDUM

Date: September 11, 1992

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Openings and Market-on-Close (MOC)
Orders

1. Openings

1Q. Can “limit at the opening” (“limit OPG”) orders be entered in the stocks that are not among the
stocks included in the pilot?

1A. “Limit OPG” orders are now permitted on expiration Friday. Unexecuted “limit OPG” orders are cancelled
after the opening transaction. “Limit-at-the-close” orders are not permitted at any time.

2Q. When can specialists obtain an OARS status request?

2A. At any time after 7:30 a.m., in any stock. (Specialists should review OARS inquiry, freeze and opening
procedures to avoid problems.)

3Q. Must specialists wait until 9:27 a.m. to start the ITS pre-opening application?

3A. No. ITS Pre-Opening notifications may be issued beginning at 9:00 a.m.

4Q. Are “G” orders to sell short at the market handled differently at the opening then at the close on
expiration day?

4A. Yes, “G” short market orders are covered by two different procedures. At the opening they are handled
as they are on any other day. “G” short market orders must yield to all public limit orders at the lowest valid
short tick. At any higher price the “G” shorts need not yield. At the close, “G” market shorts must yield to all
limit orders at the sale price, even if that price is higher than the first valid short tick.

5Q. How should specialists and Floor Officials handle requests to “hold the opening” in the pilot
stocks?

5A. The Exchange has added auxiliary and early procedures with the express purpose of providing a prompt
opening in all stocks, not just the 50 pilot stocks. Brokers should be told to have their opening interest
represented by 9:30 a.m., and assuming adequate pricing information re: substantial disparity from the close,
all stocks should be opened as quickly after 9:30 as possible.
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2. MOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. If there was no MOC imbalance of 50,000 or more shares in a pilot stock at 3 p.m., but due to
MOC order cancellations, an imbalance of 50,000 or more shares exists at 3:30 p.m., should it be
disseminated?

2A. Yes. Subsequently, contra side MOC orders may be entered.

3Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

3A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

1. Example #1 200,000 buy MOC

50,000 sell MOC

50,000 sell plus MOC

25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000 - S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

2. Example #2 100,000 sell MOC

50,000 buy MOC

25,000 buy minus MOC

25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000 - B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

4Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4- 1/2 - last sale 20 3/8

4A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus or sell
short order would go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the
other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus or
sell short order would go ahead of the 20 1/2 limit sell orders on the book because it should be treated like a
market order. Similarly, a market-on-close buy minus order would be treated as a limit order if the last sale
was on a “plus” or “zero plus”, going behind any buy orders limited at 20 1/4. If the last sale was on a “minus”
or “zero minus” tick, the market-on-close buy minus order would be treated as a market order and executed
ahead of 20 1/4 limit buy orders on the book.

5Q. Are limit at-the-close or MOC “short” at-the-close orders permitted?
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5A. Limit at-the-close orders, where a specific price is indicated, are not allowed. Firms may enter “short”
MOC orders.

6Q. Should brokers in the Crowd give the specialist their orders prior to the final bell? How should
they be handled by the specialist?

6A. Yes. Brokers in the Crowd should give their orders to the specialist prior to the final bell to allow the
specialist to arrange a closing price. Such orders should be handled like “love” orders on the opening.

7Q. Can MOC orders be entered in the pilot stocks if “No imbalance” notice is published at 3:00 p.m.,
3:30 p.m. or 3:45 p.m.?

7A. No MOC orders may be entered if a “no imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.

8Q. While a specialist may not accept MOC after a “no imbalance” has been published may a $2
broker or house broker handle such an order?

8A. Firms should not be entering MOC orders in pilot stocks that have a “no imbalance” message published.
If a broker has such an order, the MOC requirement must be taken off.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.
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August 28, 1992

  

Market Surveillance

 TO: Members, Member Organizations & Option Trading Rights Holders

SUBJECT: Program Trading Reports and Rule 80A(c)

Since the release of Information Memo No. 88-11 on April 21, 1988, the Exchange has required the reporting
of programs on a T+2 basis on the Daily Program Trading Report (“DPTR”). This memo is to respond
to questions staff has received regarding the correct reporting of program trading data and to address
modifications to the reporting software.

In addition, questions have been raised with respect to requirements for entry of index arbitrage orders on
any day that Exchange Rule 80A(c) is in effect (described more fully in Information memo No. 90-33, dated
July 31, 1990), and the types of transactions constituting “index arbitrage” (defined in Rule 80A(e)(ii)) for
purposes of the Rule.

1. Who Must Report?

Member organizations that engage in program trading activity are required to submit a report daily. Program
trading means any strategy involving the related purchase or sale of a group of 15 or more stocks having
a total market value of $1 million or more; and any index arbitrage or other strategy subject to Rule 80A(c),
regardless of dollar value or number of stocks. For those days in which no program activity was effected, a
report stating such is required.

Each member or member organization is responsible for accurate and timely reporting of program trading
activity for its own proprietary account(s) and for the accounts of its customers regardless of any clearing,
order execution, or reporting arrangements with another member organization. To avoid duplicate reporting,
member organizations are not to include the proprietary or agency program trading activity of another
member organization in their daily reports.

2. New DPTR Software

The Securities Industry Automation Corp. (SIAC) will contact each member organization reporting program
trades and will issue a new version of the software for transmission of DPTR data. This software will
accommodate the modified reporting requirements. All changes are described in detail in the Users Manual
that accompanies the software.

Any modifications to the SIAC software made by member organizations must be tested with SIAC before
transmitting data.

Those member organizations which developed their own program trading reporting system must modify their
systems to comply with the specifications of the new software. These specifications are described in the
users manual which accompanies the software. Organizations which are unable to modify their systems by
October 31, 1992 should install the SIAC software for use on an interim basis until their system has been
modified, and tested by SIAC.

3. Applications of Rule 80A(c) to Program Trading Strategies

1. Index Arbitrage
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- DPTR strategy=IA

- All customer and proprietary index arbitrage orders are subject to Rule 80A(c) during the Exchange's 9:30
a.m. - 4:00 p.m. trading session.

4. Other Program Trading Strategies Subject to Rule 80A(c)

Orders to purchase or sell a basket of stocks in conjunction with the purchase or sale, or intended purchase
or sale, of derivative index products, involving a trading st rategy in which pricing is based on discrepancies
between the basket and the derivative index product (i.e., a basis trade), are forms of index arbitrage for
purposes of Rule 80A(c). The transactions need not be executed simultaneously.

1. The following types of strategies are subject to Exchange rule 80A(c) during the Exchange's 9:30 a.m. -
4:00 p.m. trading session:

•1. Liquidation of a position, established by the facilitation of an exchange for physical, which involves
transactions in a basket of stocks and a related derivative product.

- DPTR Strategy=LP

•2. Index substitution which involves transactions in a basket of stocks and a derivative product. One leg must
be establishing (opening) and the other leg must be liquidating (closing).

- DPTR strategy=IS

•3. Liquidation of an error account position, established as the result of missing customer index arbitrage
limits, which involves transactions in a basket of stocks and a derivative product.

- DPTR strategy=LE

- The establishment of the error position should be reported on the DPTR with the appropriate customer
account identifier (U, Y, J, or K) and with the strategy EA which denotes that it was executed as a customer
order but placed in the error account.

•4. Risk modification which involves transactions in a basket of stocks and derivative products in order to
modify the risk associated with a previously held position, or with a position which will be established as the
result of a commitment to facilitate a customer's basket of stocks and derivative product (including EFPs).

- DPTR strategy=RM

•5. Establishment of a stock position as a result of facilitating a customer's basket of stocks in conjunction
with the facilitation of, or commitment to facilitate a related derivative product.

- DPTR strategy=CF

•6. Liquidation of a position, established as a result of a customer facilitation, which involves transactions in a
basket of stocks and a derivative product.

- DPTR strategy=LF

NOTE: LP, LE, IS, RM, CF and LF are always subject to the Rule 80A(c) restrictions unless no derivatives are
executed or intended to be executed.

2. Weekly Program Trading Report

The Exchange's public program trading reports which identify program trading by firm will categorize program
trading strategies as: index arbitrage, strategies subject to Rule 80A(c), and other program trading strategies.

3. Multiple Entry of Programs

If a program is entered in several waves, the order entry time required to be reported on the DPTR is the
entry time of each wave, along with the number of shares executed and all other relevant data regarding
that wave. On the DPTR, these programs must be identified by use of the multiple record indicator which will
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indicate that the separate waves were, in fact, related. Multiple records are to be used only if the waves are
related.

If a program or a portion thereof is cancelled and re-entered for execution, each executed portion of the
program must be identified as a multiple record on the DPTR by order entry time, order type and all other
relevant data. The DPTR software has been modified to permit different order types (e.g., limit, market) for
programs involving the cancellation and re-entry of orders with different order types.

Multiple record entry must also be used when reporting programs executed in more than one marketplace
(“Exchange Code”). The reported Exchange Code identifies where the shares were executed, not where they
are listed. For example, AMEX and OTC shares are to be included in all reported separately by Exchange
Code through use of the multiple record facility. This includes trades executed in crossing Session II which
involve NYSE shares and non-NYSE shares executed elsewhere.

Additionally, multiple record entry must be used to indicate related buys and sells which constitute a program.
For example, a portfolio realignment involving the sale of eight stocks valued at $550,000 and the purchase of
seven stocks valued at $450,000 would be a single reportable program. The buy and sell would be reported
separately using the multiple record facility.

4. DPTR Data Entry Fields

The following is a summary of new codes which are more completely detailed in the Users Manual as well as
further clarification of codes already in use:

•1. Equity Order Type

- BMO=Buy Minus on Open

- BMC=Buy Minus on Close

- SPO=Sell Plus on Open

- SPC=Sell Plus on Close

These new order types have been added.

•2. Equity Market Action

- X=Sell Short Exempt

This code has been added.

- Please be reminded that establishing or liquidating, which is included in this field, refers to the particular
program and not to the overall position.

•3. Exchange Code

- Several exchange codes have been added.

•4. Strategy

- The customer facilitation (CF) strategy may only be used to identify the proprietary side of a program trade
for which the other side is a customer of the reporting member. The customer's side of the program must be
reported with the appropriate strategy. Programs which involve stock-only purchases or sales executed in
anticipation of a facilitation must be reported as trading long (TL) or trading short (TS).

•5. Index

- Additional codes have been added for newly listed indexes.

•6. Derivative Order Entry Time
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- If stock is executed to liquidate a position vs. expiring derivatives, the derivative order entry time must be the
time of expiration (i.e., 09:30:00 or 16:15:00).

•7. Derivative Order Side (Market Action)

- If stock is executed to liquidate a position vs. expiring derivatives, the market action for the derivative must
be XP (expiring).

•8. Expiration Month

- 99=Long Term

This code has been added for derivatives which expire more than 12 months from the date of the report.

•9. Put/Call

- S=Synthetic Future (Combo)

This code has been added to report baskets executed against option combinations with an equal number of
put and call contracts and the same expiration month. Report the derivative market side (buy or sell) of the
call. For example, buy stock, sell calls/buy puts should be reported: buy stock, sell combos.

•10. Type of Product

Two new product codes have been added:

- W=Warrant

- U=Unlisted (or customized) derivative

•11. Comments

The comments field has space for 30 characters to note any errors or special situations. The following
information must be noted in the comments field. If comments require more than 30 characters, multiple
records should be used.

- If Rule 80A(c) is in effect at the close on Expiration Friday, reported proprietary programs executed vs.
expiring derivatives should include: the options strike price and quantity at each strike price; and, if futures
positions are held at another firm, the name of that firm. This information should also be provided for
customer programs, if known. Submission of this data will obviate the need for subsequent requests for this
information.

- If an incorrect account type was entered into DOT, report the correct account type on the DPTR and note
the error in the comments field.

Any questions concerning this memorandum may be directed to Joseph Dorilio at (212) 656-6197 or Alan
Rice at (212) 656-2413.

Agnes M. Gautier

Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Market Surveillance

 PLEASE PAY SPECIFIC ATTENTION TO NEW PROCEDURES IMPLEMENTED IN APRIL LISTED IN THE
BOX BELOW. THESE REVISIONS ARE DETAILED IN THE CIRCULAR.

MOC ORDERS IN ALL STOCKS PERTAINING TO INDEX STRATEGIES RELATING TO EXPIRING
CONTRACTS MUST BE IN BY 3:00 PM NO CANCELLATIONS OF MOC ORDERS IN ANY STOCKS* ARE
PERMITTED AFTER 3:45 P.M. SEE PAGES 1 to 4 FOR PROCEDURES

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Revised Procedures for Handling Market-on-Close Orders on August 21, 1992 (“Expiration
Friday”)

1. IMPORTANT NEW PROCEDURES WILL AGAIN BE IMPLEMENTED WITH THE AUGUST 21, 1992 EXPIRATION:

•NO MOC ORDERS RELATED TO A STRATEGY INCLUDING ANY STOCK INDEX FUTURES, STOCK
INDEX OPTIONS OR OPTIONS ON STOCK INDEX FUTURES IN EXPIRING CONTRACTS MAY BE
ENTERED AFTER 3:00 P.M. IN ANY STOCK. ORDERS TO ESTABLISH POSITIONS MAY BE ENTERED
IN NON-PILOT STOCKS UNTIL 4:00 P.M., AND TO OFFSET A PUBLISHED IMBALANCE IN THE PILOT
STOCKS.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:45 P.M. IN ANY STOCK.

•THERE WILL BE AN ADDITIONAL IMBALANCE PUBLICATION AT 3:45 P.M. IN THE PILOT STOCKS
ONLY.

•LIMIT-AT-THE-CLOSE ORDERS ARE NOT ALLOWED.

2. DETAILED DISCUSSION IS PROVIDED BELOW.

Members and member organizations are reminded that the closing procedures for the last trade date prior to
the expiration will again be implemented on expiration Friday, August 21, 1992, as indicated below. The SEC
has formally approved the extension of the pilot through October 1992.

The Provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on the last trade date Prior to each month's expiration.

3. PROCEDURES RELATING TO THE CLOSE

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. Applicable MOC orders
are those relating to a strategy involving any stock index futures, stock index options, or options on stock
index futures, in all stocks. These procedures have been filed as a rule with the SEC.
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The cut-off time is 3:00 p.m. for the entry of MOC orders that relate to a strategy including any expiring stock
index futures, stock index options or options on stock index futures. This requirement applies to all stocks, not
just pilot stocks. These closing procedures will again be implemented with the August 21, 1992 expiration.

1. Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

2. Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close , no MOC order in any stock may be
cancelled or reduced in size after 3:45 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will continue to be permitted after 3:45 p.m.

3. Special Procedures on Limitation of Entry of Orders and Publication of Imbalances in Pilot Stocks

You must, as stated above and required for all stocks, enter all MOC orders, in positions relating to a strategy
involving any expiring stock index futures, stock index options, or options on stock index futures, by 3:00 p.m.
eastern time. In addition, as described below, there are special limitations regarding the subsequent entry
of orders, and special procedures for publication of imbalances, that are applicable only to pilot stocks (see
attached list). It should be noted that, pursuant to Rule 13, an order for execution at the close may only be
entered for execution at-the-market; “limit-at-the-close” orders are not permitted.

As soon as possible after 3:00 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:00 p.m. in those pilot stocks. Additionally, as soon as possible after
3:30 p.m. the Exchange will again publish on the tape any imbalance of MOC orders of 50,000 shares or
more that existed at 3:30 p.m. For those pilot stocks that had imbalance notices published at 3:00 p.m. and
there is no imbalance of 50,000 shares or more at 3:30 p.m., the Exchange will publish a “No Imbalance”
message. If a pilot stock does not have an imbalance message printed at 3:00 p.m., no MOC orders will
be permitted in that stock unless, at 3:30 p.m., due to cancellations, a 50,000 share or more imbalance is
published. If that occurs, MOC orders will be permitted to offset the imbalance published at 3:30 p.m. If a “No
Imbalance” notice is published in a pilot stock at 3:30 p.m., no MOC orders will be permitted. A third time,
as soon as possible after 3:45 p.m., the Exchange will publish imbalances of 50,000 shares or more in the
pilot stocks. For those pilot stocks that had imbalance notices published at 3:30 and there is no imbalance
of 50,000 shares or more at 3:45 p.m., the Exchange will publish a “No Imbalance” message. If a pilot stock
does not have an imbalance message printed at 3:30 p.m., no MOC orders will be permitted in that stock
unless at 3:45 p.m., due to cancellations, a 50,000 share or more imbalance is published. If that occurs, MOC
orders will be permitted to offset the imbalance published at 3:45 p.m. If a “No Imbalance” notice is published
in a pilot stock at 3:45 p.m., no MOC orders will be permitted in that stock. While MOC orders previously
entered may be cancelled or reduced in size until 3:45 p.m., once a publication of an imbalance in a pilot
stock has been made, any MOC orders subsequently entered in such pilot stock will be accepted only to
trade on the opposite side of the market in relation to such published imbalance. The liquidation of positions
relating to a strategy involving any stock index futures, stock index options, or options on stock index futures
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using MOC orders entered after 3:00 p.m. is not permitted, even if such orders might offset net reported
imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:45 p.m. may not reflect the imbalance that exists at the close.

The procedures stated in this section relate only to the pilot stocks. Regular procedures, including revised
procedures for all stocks that are stated on Pages One and Two, will apply to all other listed securities.

4. Printing at the Close

Where there is an imbalance in MOC ord ers, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they may be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

5. “G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

6. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a)(2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
David Leibowitz at (212) 656-4588.

Robert J. McSweeney

Senior Vice President
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Attachments

                  

4. Expiration Friday Pilot Stocks - August 21, 1992

    ABT           ABBOTT LABORATORIES

    AXP           AMERICAN EXPRESS COMPANY

    AHP           AMERICAN HOME PRODUCTS CORPORATION

    AIG           AMERICAN INTERNATIONAL GROUP INC.

    T             AMERICAN TELEPHONE AND TELEGRAPH

    AIT           AMERITECH

    AN            AMOCO CORPORATION

    BUD           ANHEUSER BUSCH COMPANIES INC.

    ARC           ATLANTIC RICHFIELD COMPANY

    BAC           BANKAMERICA CORPORATION

    BEL           BELL ATLANTIC CORPORATION

    BLS           BELL SOUTH CORPORATION

    BNY           BRISTOL MYERS COMPANY
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    CHV           CHEVRON CORPORATION

    KO            COCA COLA COMPANY

    DOW           DOW CHEMICAL COMPANY

    DD            DU PONT COMPANY

    EK            EASTMAN KODAK COMPANY

    LLY           ELI LILLY AND COMPANY

    XON           EXXON CORPORATION

    FNM           FEDERAL NATIONAL MORTGAGE ASSOCIATION

    F             FORD MOTOR COMPANY

    GE            GENERAL ELECTRIC COMPANY

    GM            GENERAL MOTORS CORPORATION

    GTE           GTE CORPORATION

    HWP           HEWLETT-PACKARD COMPANY

    HD            HOME DEPOT INC.

    IBM           INTERNATIONAL BUSINESS MACHINES CORP.

    IP            INTERNATIONAL PAPER COMPANY

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

179

http://researchhelp.cch.com/License_Agreement.htm


    JNJ           JOHNSON AND JOHNSON

    K             KELLOGG COMPANY

    MCD           MCDONALDS CORPORATION

    MRK           MERCK AND COMPANY INC.

    MMM           MINNESOTA MINING AND MANUFACTURING

    MOB           MOBIL CORPORATION

    NYN           NYNEX CORPORATION

    PCG           PACIFIC GAS & ELECTRIC CO.

    PAC           PACIFIC TELESIS GROUP

    PEP           PEPSICO INC.

    PFE           PFIZER INC.

    MO            PHILIP MORRIS COS. INC. HOLDING CO.

    PG            PROCTER AND GAMBLE COMPANY

    RD            ROYAL DUTCH PETROLEUM COMPANY

    SLB           SCHLUMBERGER LTD.

    S             SEARS ROEBUCK AND COMPANY
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    SBC           SOUTHWESTERN BELL CORPORATION

    TX            TEXACO INC.

    UN            UNILEVER N.V. ADRS

    USW           U.S. WEST INC.

    WMT           WAL MART STORES INC.

    DIS           WALT DISNEY COMPANY

    WMX           WASTE MANAGEMENT INC.

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of August 5, 1992,
and the 20 Major Market Index stocks. BA has been deleted from the list.

5. MEMORANDUM

Date: August 14, 1992

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) Orders

1. MOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. If there was no MOC imbalance of 50,000 or more shares in a pilot stock at 3 p.m., but due to
MOC order cancellations, an imbalance of 50,000 or more shares exists at 3:30 p.m., should it be
disseminated?

2A. Yes. Subsequently, contra side MOC orders may be entered.

3Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

3A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

1. Example #1 200,000 buy MOC
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50,000 sell MOC

50,000 sell plus MOC

25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000 - S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

2. Example #2 100,000 sell MOC

50,000 buy MOC

25,000 buy minus MOC

25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000 - B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

4Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4- 1/2 - last sale 20 3/8

4A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus or sell
short order would go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the
other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus or
sell short order would go ahead of the 20 1/2 limit sell orders on the book because it should be treated like a
market order. Similarly, a market-on-close buy minus order would be treated as a limit order if the last sale
was on a “plus” or “zero plus”, going behind any buy orders limited at 20 1/4. If the last sale was on a “minus”
or “zero minus” tick, the market-on-close buy minus order would be treated as a market order and executed
ahead of 20 1/4 limit buy orders on the book.

5Q. Are limit at-the-close or MOC “short” at-the-close orders permitted?

5A. Limit at-the-close orders, where a specific price is indicated, are not allowed. Firms may enter ‘short’
MOC orders.

6Q. Should brokers in the Crowd give the specialist their orders prior to the final bell? How should
they be handled by the specialist?

6A. Yes. Brokers in the Crowd should give their orders to the specialist prior to the final bell to allow the
specialist to arrange a closing price. Such orders should be handled like “love” orders on the opening.

7Q. Can MOC orders be entered in the pilot stocks if “No imbalance” notice is published at 3:00 p.m.,
3:30 p.m. or 3:45 p.m.?

7A. No MOC orders may be entered if a “no imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.

8Q. While a specialist may not accept MOC after a “no imbalance” has been published may a $2
broker or house broker handle such an order?

8A. Firms should not be entering MOC orders in pilot stocks that have a “no imbalance” message published.
If a broker has such an order, the MOC requirement must be taken off.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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July 16, 1992

  

Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, COMPLIANCE AND LEGAL
DEPARTMENTS

SUBJECT: ADOPTION OF AMENDMENTS TO RULE 350, “COMPENSATION OR GRATUITIES TO
EMPLOYEES OF OTHERS”

On June 30, 1992, the Securities and Exchange Commission (“SEC”) approved amendments to Exchange

Rule 350 (See Securities Exchange Act Release No. 34-30877). 1   A copy of the amended rule is attached
as Exhibit A. The significant areas of change are discussed below.

The amendments to Rule 350(a) increase from $50 to $100 the amount of a gratuity which a member, allied
member, member organization or employee thereof may give to principals, officers or employees of other
members or member organizations or of securities, commodities or news and financial organizations, without
the prior written consent of the recipient's employer. The $50 limitation has not been increased for gratuities
given by a member, allied member, member organization or employee thereof to principals, officers or
employees of the Exchange and its subsidiaries.

The amendments to Rule 350(b) increase from $100 to $200 the limitation on compensation for services
rendered by operations employees of the type specified in the rule with prior employer approval. The
amendments to Rule 350(b) also clarify that the rule applies to operations employees of other members and
member organizations and not of the Exchange.

You are also reminded that Rule 350 requires members and member organizations to retain a record of all
gratuities and compensation for at least three years.

Any questions relating to these rule amendments may be directed to Patricia Dorilio at (212)656-2744 or Mary
Anne Furlong at (212)656-4823.

Silvatore Pallante

Senior Vice President

A. Exhibit A

Additions Underscored.

Deletions [bracketed].

350. Rule 350 Compensation or Gratuities to Employees of Others

(a) No member, allied member, member organization or employee thereof shall:

(1) employ or compensate any person for services rendered, or

(2) give any gratuity in excess of $50 per person per year to any principal, officer, or employee of the
Exchange or its subsidiaries, [another member or member organization,financial institution, news or financial
information media, or non-member broker or dealer in securities, commodities, or money instruments,] or
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(3) give any gratuity in excess of $100 per person per year to any principal, officer or employee of another
member or member organization, financial institution, news or financial information media, or non-member
broker or dealer in securities,commodities, or money instruments,

except as specified below or with the prior written consent of the employer and in the case of Floor
employees the prior written consent of the employer and the Exchange.

A gift of any kind is considered a gratuity.

(b) Compensation for services rendered of up to [$100] $200 per person per year may be paid with the prior
written consent of the employer, but not of the Exchange, to operations employees of other members or
member organizations of the following types:

(1) A telephone clerk on the NYSE Floor who provides courtesy telephone relief to a member's clerk, or
handles such a member's orders over the member's own wire.

(2) Employees who make out commission bills or prepare Exchange reports for members.

(3) A specialist's Floor clerk who maintains records for a specialist other than his employer, or provides
courtesy relief to another specialist's clerk.

(4) When the service rendered by the employee exceeds that which the primary employer is obligated to
furnish,

(a) A telephone clerk who handles a member's orders transmitted over the wire of the clerk's employer.

(b) A telephone clerk who handles orders directed by the clerk's employer to the member who receives them.

(c) Records shall be retained for at least three years of all such gratuities and compensation for inspection by
Exchange examiners.

… Supplementary Material No Change.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See also, Information Memo 92-18, dated June 11, 1992.
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July 10, 1992

  

Market Surveillance

 PLEASE PAY SPECIFIC ATTENTION TO NEW PROCEDURES IMPLEMENTED IN APRIL LISTED IN THE
BOX BELOW. THESE REVISIONS ARE DETAILED IN THE CIRCULAR.

MOC ORDERS IN ALL STOCKS PERTAINING TO INDEX STRATEGIES RELATING TO EXPIRING
CONTRACTS MUST BE IN BY 3:00 PM NO CANCELLATIONS OF MOC ORDERS IN ANY STOCKS ARE
PERMITTED AFTER 3:45 P.M. SEE PAGES 1 to 4 FOR PROCEDURES

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Revised Procedures for Handling Market-on-Close Orders on July 17. 1992 (“Expiration Friday”)

1. IMPORTANT NEW PROCEDURES WILL AGAIN BE IMPLEMENTED WITH THE JULY 17, 1992 EXPIRATION:

•NO MOC ORDERS RELATED TO A STRATEGY INCLUDING ANY STOCK INDEX FUTURES, STOCK
INDEX OPTIONS OR OPTIONS ON STOCK INDEX FUTURES IN EXPIRING CONTRACTS MAY BE
ENTERED AFTER 3:00 P.M. IN ANY STOCK. ORDERS TO ESTABLISH POSITIONS MAY BE ENTERED
IN NON-PILOT STOCKS UNTIL 4:00 P.M., AND TO OFFSET A PUBLISHED IMBALANCE IN THE PILOT
STOCKS.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:45 P.M. IN ANY STOCK.

•THERE WILL BE AN ADDITIONAL IMBALANCE PUBLICATION AT 3:45 P.M. IN THE PILOT STOCKS
ONLY.

•LIMIT-AT-THE-CLOSE ORDERS ARE NOT ALLOWED.

2. DETAILED DISCUSSION IS PROVIDED BELOW.

Members and member organizations are reminded that the closing procedures for the last trade date prior
to the expiration will again be implemented on expiration Friday, July 17, 1992, as indicated below. The SEC
has formally approved the extension of the pilot through October 1992.

The Provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on the last trade date Prior to each month's expiration,

3. PROCEDURES RELATING TO THE CLOSE

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. Applicable MOC orders
are those relating to a strategy involving any stock index futures, stock index options, or options on stock
index futures, in all stocks. These procedures have been filed as a rule with the SEC.

The cut-off time is 3:00 p.m. for the entry of MOC orders that relate to a strategy including any expiring stock
index futures, stock index options or options on stock index futures. This requirement applies to all stocks, not
just pilot stocks. These closing procedures will again be implemented with the July 17, 1992 expiration.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

186

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P92-20%2909013e2c855b3062?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


1. Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

2. Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close , no MOC order in any stock may be
cancelled or reduced in size after 3:45 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will continue to be permitted after 3:45 p.m.

3. Special Procedures on Limitation of Entry of Orders and Publication of Imbalances in Pilot Stocks

You must, as stated above and required for all stocks, enter all MOC orders, in positions relating to a strategy
involving any expiring stock index futures, stock index options, or options on stock index futures, by 3:00 p.m.
eastern time. In addition, as described below, there are special limitations regarding the subsequent entry
of orders, and special procedures for publication of imbalances, that are applicable only to pilot stocks (see
attached list). It should be noted that, pursuant to Rule 13, an order for execution at the close may only be
entered for execution at-the-market; “limit-at-the-close” orders are not permitted.

As soon as possible after 3:00 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:00 p.m. in those pilot stocks. Additionally, as soon as possible after
3:30 p.m. the Exchange will again publish on the tape any imbalance of MOC orders of 50,000 shares or
more that existed at 3:30 p.m. For those Pilot stocks that had imbalance notices published at 3:00 p.m. and
there is no imbalance of 50,000 shares or more at 3:30 p.m., the Exchange will publish a “No Imbalance”
message. If a pilot stock does not have an imbalance message printed at 3:00 p.m., no MOC orders will
be permitted in that stock unless, at 3:30 p.m., due to cancellations, a 50,000 share or more imbalance is
published. If that occurs, MOC orders will be permitted to offset the imbalance published at 3:30 p.m. If a “No
Imbalance” notice is published in a pilot stock at 3:30 p.m., no MOC orders will be permitted. A third time,
as soon as possible, after 3:45 P.m., the Exchange will publish imbalances of 50,000 shares or more in the
pilot stocks. For those pilot stocks that had imbalance notices published at 3:30 and there is no imbalance
of 50,000 shares or more at 3:45 p.m., the Exchange will publish a “No Imbalance” message. If a pilot stock
does not have an imbalance message Printed at 3:30 p.m., no MOC orders will be permitted in that stock
unless at 3:45 p.m., due to cancellations, a 50,000 share or more imbalance is published. If that occurs, MOC
orders will be permitted to offset the imbalance published at 3:45 p.m. If a “No Imbalance” notice is published
in a pilot stock at 3:45 p.m., no MOC orders will be permitted in that stock. While MOC orders previously
entered may be cancelled or reduced in size until 3:45 p.m., once a publication of an imbalance in a pilot
stock has been made, any MOC orders subsequently entered in such pilot stock will be accepted only to
trade on the opposite side of the market in relation to such published imbalance. The liquidation of positions
relating to a strategy involving any stock index futures, stock index options, or options on stock index futures
using MOC orders entered after 3:00 p.m. is not permitted, even if such orders might offset net reported
imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:45 p.m. may not reflect the imbalance that exists at the close.
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The procedures stated in this section relate only to the pilot stocks. Regular procedures, including revised
procedures for all stocks that are stated on Pages One and Two, will apply to all other listed securities.

4. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they may be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

5. “G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
‘plus’ or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

6. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a)(2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Ms. Carol Krusik at (212) 656-4597 or Mr.
Daniel Saporito at (212) 656-5097.

Robert J. McSweeney

Senior Vice President

                                    

Attachments
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4. Expiration Friday Pilot Stocks - July 17, 1992

    ABT           ABBOTT LABORATORIES

    AXP           AMERICAN EXPRESS COMPANY

    AHP           AMERICAN HOME PRODUCTS CORPORATION

    AIG           AMERICAN INTERNATIONAL GROUP INC.

    T             AMERICAN TELEPHONE AND TELEGRAPH

    AIT           AMERITECH

    AN            AMOCO CORPORATION

    BUD           ANHEUSER BUSCH COMPANIES INC.

    ARC           ATLANTIC RICHFIELD COMPANY

    BAC           BANKAMERICA CORPORATION

    BEL           BELL ATLANTIC CORPORATION

    BLS           BELL SOUTH CORPORATION

    BA            BOEING COMPANY

    BMY           BRISTOL MYERS COMPANY
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    CHV           CHEVRON CORPORATION

    KO            COCA COLA COMPANY

    DOW           DOW CHEMICAL COMPANY

    DD            DU PONT COMPANY

    EK            EASTMAN KODAK COMPANY

    LLY           ELI LILLY AND COMPANY

    XON           EXXON CORPORATION

    FNM           FEDERAL NATIONAL MORTGAGE ASSOCIATION

    F             FORD MOTOR COMPANY

    GE            GENERAL ELECTRIC COMPANY

    GM            GENERAL MOTORS CORPORATION

    GTE           GTE CORPORATION

    HWP           HEWLETT-PACKARD COMPANY

    HD            HOME DEPOT INC.

    IBM           INTERNATIONAL BUSINESS MACHINES CORP.

    IP            INTERNATIONAL PAPER COMPANY
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    JNJ           JOHNSON AND JOHNSON

    K             KELLOGG COMPANY

    MCD           MCDONALDS CORPORATION

    MRK           MERCK AND COMPANY INC.

    MMM           MINNESOTA MINING AND MANUFACTURING

    MOB           MOBIL CORPORATION

    NYN           NYNEX CORPORATION

    PCG           PACIFIC GAS & ELECTRIC CO.

    PAC           PACIFIC TELESIS GROUP

    PEP           PEPSICO INC.

    PFE           PFIZER INC.

    MO            PHILIP MORRIS COS. INC. HOLDING CO.

    PG            PROCTER AND GAMBLE COMPANY

    RD            ROYAL DUTCH PETROLEUM COMPANY

    SLB           SCHLUMBERGER LTD.

    S             SEARS ROEBUCK AND COMPANY
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    SBC           SOUTHWESTERN BELL CORPORATION

    TX            TEXACO INC.

    UN            UNILEVER N.V. ADRS

    USW           U.S. WEST INC.

    WMT           WAL MART STORES INC.

    DIS           WALT DISNEY COMPANY

    WMX           WASTE MANAGEMENT INC.

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of July 1, 1992, and
the 20 Major Market Index stocks.

5. MEMORANDUM

Date: July 10, 1992

To: All Floor Members

From: Floor official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) Orders

1. MOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. If there was no MOC imbalance of 50,000 or more shares in a pilot stock at 3 p.m., but due to
MOC order cancellations, an imbalance of 50,000 or more shares exists at 3:30 p.m., should it be
disseminated?

2A. Yes. Subsequently, contra side MOC orders may be entered.

3Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

3A. When calculating the MOC imbalance, buy “minus”,/sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

1. Example #1 200,000 buy MOC
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50,000 sell MOC

50,000 sell plus MOC

25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000 - S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

2. Example #2 100,000 sell MOC

50,000 buy MOC

25,000 buy minus MOC

25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000 - B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

4Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4- 1/2 - last sale 20 3/8

4A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus or sell
short order would go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the
other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus or
sell short order would go ahead of the 20 1/2 limit sell orders on the book because it should be treated like a
market order. Similarly, a market-on-close buy minus order would be treated as a limit order if the last sale
was on a “plus” or “zero plus”, going behind any buy orders limited at 20 1/4. If the last sale was on a “minus”
or “zero minus” tick, the market-on-close buy minus order would be treated as a market order and executed
ahead of 20 1/4 limit buy orders on the book.

5Q. Are limit at-the-close or MOC “short” at-the-close orders permitted?

5A. Limit at-the-close orders, where a specific price is indicated, are not allowed. Firms may enter “short”
MOC orders.

6Q. Should brokers in the Crowd give the specialist their orders prior to the final bell? How should
they be handled by the specialist?

6A. Yes. Brokers in the Crowd should give their orders to the specialist prior to the final bell to allow the
specialist to arrange a closing price. Such orders should be handled like “love” orders on the opening.

7Q. Can MOC orders be entered in the pilot stocks if “No imbalance” notice is published at 3:00 p.m.
or 3:30 p.m.?

7A. No MOC orders may be entered if a “no imbalan ce” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.

8Q. while a specialist may not accept MOC after a “no imbalance” has been published may a $2
broker or house broker handle such an order?

8A. Firms should not be entering MOC orders in pilot stocks that have a “no imbalance” message published.
If a broker has such an order, the MOC requirement must be taken off.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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June 17, 1992

  

Market Surveillance

 TO: Members and Member Organizations

SUBJECT: Short Sale Rule

In a recent release, the Securities and Exchange Commission (“SEC”) has proposed several changes to
Securities Exchange Act Rule 10a-1, also known as the “short sale” rule. The purpose of this memorandum
is to inform the membership of one specific proposal regarding short sales of foreign securities effected at the
opening of trading on the Exchange.

In 1989, the Exchange petitioned the SEC to incorporate a new exception to restrictions on short sales on the
Exchange. The proposed exception would permit market participants to sell short on the opening transaction
on a national securities exchange to “equalize” the opening price in a foreign security with the closing price of
that security in its foreign primary market. In the Exchange's view, such an exception would facilitate trading
of foreign securities at a price which reflects the then-current value of the subject security as established in
the market where such security is more actively traded.

The SEC is now proposing to amend Rule 10a-1 to permit short sales to equalize a foreign equity security
on a national securities exchange with the last reported price in that security's principal market. Such a
transaction could be done by any market participant at the opening of trading on a national securities
exchange. Thereafter, subsequent short sales would have to be effected in compliance with the tick
provisions of Rule 10a-1.

While the SEC is soliciting comments on the proposal, the staff of the SEC's Market Regulation Division has
taken a “no-action” position with respect to enforcement action under Rule 10a-1, if a short sale is effected at
the opening on a national securities exchange in a manner consistent with the proposed exception.

Questions concerning this Information Memo may be addressed to Donald Siemer at (212) 656-6940.

Robert J. McSweeney

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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June 12, 1992

  

Market Surveillance

 PLEASE PAY SPECIFIC ATTENTION TO NEW PROCEDURES IMPLEMENTED IN APRIL LISTED IN THE
BOX BELOW. THESE REVISIONS ARE DETAILED IN THE CIRCULAR.

MOC ORDERS IN ALL STOCKS PERTAINING TO INDEX STRATEGIES RELATING TO EXPIRING
CONTRACTS MUST BE IN BY 3:00 P.M. NO CANCELLATIONS OF MOC ORDERS IN ANY STOCKS ARE
PERMITTED AFTER 3:45 P.M. SEE PAGES 3, 4 and 5 FOR PROCEDURES

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Procedures for Handling Market-on-Close Orders on June 19,
1992 (“Expiration Friday”)

1. IMPORTANT NEW PROCEDURES WILL AGAIN BE IMPLEMENTED WITH THE JUNE 19, 1992 EXPIRATION:

•NO MOC ORDERS RELATED TO A STRATEGY INCLUDING ANY STOCK INDEX FUTURES, STOCK
INDEX OPTIONS OR OPTIONS ON STOCK INDEX FUTURES IN EXPIRING CONTRACTS MAY BE
ENTERED AFTER 3:00 P.M. IN ANY STOCK. ORDERS TO ESTABLISH POSITIONS MAY BE ENTERED
IN NON-PILOT STOCKS UNTIL 4:00 P.M., AND TO OFFSET A PUBLISHED IMBALANCE IN THE PILOT
STOCKS.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:45 P.M. IN ANY STOCK.

•THERE WILL BE AN ADDITIONAL IMBALANCE PUBLICATION AT 3:45 P.M. IN THE PILOT STOCKS
ONLY.

•LIMIT-AT-THE-CLOSE ORDERS ARE NOT ALLOWED.

2. DETAILED DISCUSSION IS PROVIDED ON PAGES 3, 4 AND 5.

Members and member organizations are reminded that auxiliary opening and closing procedures for
expiration Friday will be implemented on expiration Friday, June 19, 1992, as indicated below. The SEC has
formally approved the extension of the pilot through October 1992.

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on each month's expiration Friday.

3. OPENING PROCEDURES

Several auxiliary procedures are necessary to integrate stock orders relating to expiring contracts into
NYSE's opening procedures in a manner that assures an efficient market opening in each stock as close to
9:30 a.m. as possible. The auxiliary opening procedures applicable on June 19, 1992 are:

1. Order Entry
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Stock orders relating to index contracts whose settlement pricing is based upon the June 19, 1992 opening
prices must be received by SuperDot or by the specialist by 9:00 a.m.

- These orders may be cancelled or reduced in size. 1 

- Stock orders relating to index contracts whose settlement pricing is not based upon the June 19 opening
prices may be entered after 9:00 a.m.

To facilitate early order entry, SuperDot (1) will begin accepting orders at 7:30 a.m. and (2) will accept market
orders of 30,099 shares or less.

“Limit-at-the-opening” (“limit OPG”) orders are permitted, including delivery through Exchange systems.

- Ordinary limit orders may also be entered.

2. Order Identification

- Stock orders relating to opening-price settling contracts must be identified “OPG.”

- Firms entering these orders through SuperDot, but unable to identify orders as “OPG”, may use a unique
branch code or firm identifier (mnemonic) to identify these orders. The NYSE Market Surveillance Division (11
Wall Street, 11th Floor) must be advised of the branch code or identifier by June 22, 1992.

- Firms unable to identify these orders in either way, and firms not using SuperDot, must submit a list of all
these orders and related details to the NYSE Market Surveillance Division by June 22, 1992.

3. Dissemination of Order Imbalances

For any of the pilot stocks (list attached) having a market order imbalance of 50,000 shares or more at
9:00 a.m., the NYSE will disseminate the size of the order imbalance via the low-speed ticker and the news
services as promptly as practicable after 9:00 a.m.

4. Dissemination of Indications

Except for the auxiliary procedures described above, all stocks, including the pilot stocks, are subject to the
regular NYSE opening procedures, including price indications where a substantial price change is anticipated.
Dissemination of an indication is mandatory for an opening which will result in a price change constituting
the lesser of 10% or three points from the prior NYSE close, or five points if the previous close is $100 or
higher, unless the price change is less than one point. Fifteen minutes must elapse between a first indication
and a stock's opening. However, when more than one indication is necessary, a stock may open (1) five
minutes after the last indication when it overlaps the prior indication (e.g., 51 - 53 overlaps 50 - 52, but does
not overlap 53 - 55) and (2) ten minutes after the last indication when it does not overlap the prior indication,
provided that 15 minutes must have elapsed from the dissemination of the first indication.

4. PROCEDURES RELATING TO THE CLOSE

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. Applicable MOC orders
are those relating to a strategy involving any stock index futures, stock index options, or options on stock
index futures, in all stocks. These procedures have been filed as a rule with the SEC.

The cut-off time is 3:00 P.m. for the entry of MOC orders that relate to a strategy including any expiring stock
index futures, stock index options or options on stock index futures. This requirement applies to all stocks, not
just pilot stocks. These closing procedures will again be implemented with the June 19, 1992 expiration.

1. Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.
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Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

2. Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:45 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will continue to be permitted after 3:45 p.m.

3. Special Procedures on Limitation of Entry of Orders and Publication of Imbalances in Pilot Stocks

You must, as stated above and required for all stocks, enter all MOC orders, in positions relating to a strategy
involving any expiring stock index futures, stock index options, or opti ons on stock index futures, by 3:00 p.m.
eastern time. In addition, as described below, there are special limitations regarding the subsequent entry
of orders, and special procedures for publication of imbalances, that are applicable only to pilot stocks (see
attached list). It should be noted that, pursuant to Rule 13, an order for execution at the close may only be
entered for execution at-the-market; “limit-at-the-close” orders are not permitted.

As soon as possible after 3:00 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:00 p.m. in those pilot stocks. Additionally, as soon as possible after
3:30 p.m. the Exchange will again publish on the tape any imbalance of MOC orders of 50,000 shares or
more that existed at 3:30 p.m. For those pilot stocks that had imbalance notices published at 3:00 p.m. and
there is no imbalance of 50,000 shares or more at 3:30 p.m., the Exchange will publish a “No Imbalance”
message. If a pilot stock does not have an imbalance message printed at 3:00 p.m., no MOC orders will
be permitted in that stock unless, at 3:30 p.m., due to cancellations, a 50,000 share or more imbalance is
published. If that occurs, MOC orders will be permitted to offset the imbalance published at 3:30 p.m. If a “No
Imbalance” notice is published in a pilot stock at 3:30 p.m., no MOC orders will be permitted. A third time,
as soon as possible after 3:45 p.m., the Exchange will publish imbalances of 50,000 shares or more in the
pilot stocks. For those pilot stocks that had imbalance notices published at 3:30 and there is no imbalance
of 50,000 shares or more at 3:45 p.m., the Exchange will publish a “No Imbalance” message. If a pilot stock
does not have an imbalance message printed at 3:30 p.m., no MOC orders will be permitted in that stock
unless at 3:45 p.m., due to cancellations, a 50,000 share or more imbalance is published. If that occurs, MOC
orders will be permitted to offset the imbalance published at 3:45 p.m. If a “No Imbalance” notice is published
in a pilot stock at 3:45 p.m., no MOC orders will be permitted in that stock. While MOC orders previously
entered may be cancelled or reduced in size until 3:45 p.m., once a publication of an imbalance in a pilot
stock has been made, any MOC orders subsequently entered in such pilot stock will be accepted only to
trade on the opposite side of the market in relation to such published imbalance. The liquidation of positions
relating to a strategy involving any stock index futures, stock index options, or options on stock index futures
using MOC orders entered after 3:00 p.m. is not permitted, even if such orders might offset net reported
imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:45 p.m. may not reflect the imbalance that exists at the close.

The procedures stated in this section relate only to the pilot stocks. Regular procedures, including revised
procedures for all stocks that are stated on pages One through Four, will apply to all other listed securities.

4. Printing at the Close
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Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they may be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

5. “G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

6. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a)(2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
David Leibowitz at (212) 656-4588.

Robert J. McSweeney

Senior Vice President

                                          

Attachments

                        

5. Expiration Friday Pilot Stocks - June 19, 1992
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ABT                     ABBOTT LABORATORIES

AXP                     AMERICAN EXPRESS COMPANY

AHP                     AMERICAN HOME PRODUCTS CORPORATION

AIG                     AMERICAN INTERNATIONAL GROUP INC.

T                       AMERICAN TELEPHONE AND TELEGRAPH

AIT                     AMERITECH

AN                      AMOCO CORPORATION

BUD                     ANHEUSER BUSCH COMPANIES INC.

ARC                     ATLANTIC RICHFIELD COMPANY

BAC                     BANKAMERICA CORPORATION

BEL                     BELL ATLANTIC CORPORATION

BLS                     BELL SOUTH CORPORATION

BA                      BOEING COMPANY

BMY                     BRISTOL MYERS COMPANY

CHV                     CHEVRON CORPORATION

KO                      COCA COLA COMPANY
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DOW                     DOW CHEMICAL COMPANY

DD                      DU PONT COMPANY

EK                      EASTMAN KODAK COMPANY

LLY                     ELI LILLY AND COMPANY

XON                     EXXON CORPORATION

FNM                     FEDERAL NATIONAL MORTGAGE ASSOCIATION

F                       FORD MOTOR COMPANY

GE                      GENERAL ELECTRIC COMPANY

GM                      GENERAL MOTORS CORPORATION

GTE                     GTE CORPORATION

HWP                     HEWLETT-PACKARD COMPANY

HD                      HOME DEPOT INC.

IBM                     INTERNATIONAL BUSINESS MACHINES CORP.

IP                      INTERNATIONAL PAPER COMPANY

JNJ                     JOHNSON AND JOHNSON

K                       KELLOGG COMPANY
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MCD                     MCDONALDS CORPORATION

MRK                     MERCK AND COMPANY INC.

MMM                     MINNESOTA MINING AND MANUFACTURING

MOB                     MOBIL CORPORATION

NYN                     NYNEX CORPORATION

*PCG                    PACIFIC GAS & ELECTRIC CO.

PAC                     PACIFIC TELESIS GROUP

PEP                     PEPSICO INC.

PFE                     PFIZER INC.

MO                      PHILIP MORRIS COS. INC. HOLDING CO.

PG                      PROCTER AND GAMBLE COMPANY

RD                      ROYAL DUTCH PETROLEUM COMPANY

SLB                     SCHLUMBERGER LTD.

S                       SEARS ROEBUCK AND COMPANY

SBC                     SOUTHWESTERN BELL CORPORATION

TX                      TEXACO INC.
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UN                      UNILEVER N.V. ADRS

USW                     U.S. WEST INC.

WMT                     WAL MART STORES INC.

DIS                     WALT DISNEY COMPANY

WMX                     WASTE MANAGEMENT INC.

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of June 3, 1992, and
the 20 Major Market Index stocks. The indicated (*) stock has been added to the list.

6. MEMORANDUM

Date: June 12, 1992

To: All Floor members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Openings and Market-on-Close (MOC)
Orders

1. Openings

1Q. Can “limit at the opening” (“limit OPG”) orders be entered in the stocks that are not among the
stocks included in the pilot?

1A. “Limit OPG” orders are now permitted on expiration Friday. Unexecuted “limit OPG” orders are cancelled
after the opening transaction. “Limit-at-the-close” orders are not permitted at any time.

2Q. When can specialists obtain an OARS status request?

2A. At any time after 7:30 a.m., in any stock. (Specialists should review OARS inquiry, freeze and opening
procedures to avoid problems.)

3Q. Must specialists wait until 9:27 a.m. to start the ITS pre-opening application?

3A. No. ITS Pre-Opening notifications may be issued beginning at 9:00 a.m.

4Q. Are “G” orders to sell short at the market handled differently at the opening then at the close on
expiration day?

4A. Yes, “G” short market orders are covered by two different procedures. At the opening they are handled
as they are on any other day. “G” short market orders must yield to all public limit orders at the lowest valid
short tick. At any higher price the “G” shorts need not yield. At the close, “G” market shorts must yield to all
limit orders at the sale price, even if that price is higher than the first valid short tick.

5Q. How should specialists and Floor Officials handle requests to “hold the opening” in the pilot
stocks?

5A. The Exchange has added auxiliary and early procedures with the express purpose of providing a prompt
opening in all stocks, not just the 50 pilot stocks. Brokers should be told to have their opening interest
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represented by 9:30 a.m., and assuming adequate pricing information re: substantial disparity from the close,
all stocks should be opened as quickly after 9:30 as possible.

2. MOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. If there was no MOC imbalance of 50,000 or more shares in a pilot stock at 3 p.m., but due to
MOC order cancellations, an imbalance of 50,000 or more shares exists at 3:30 p.m., should it be
disseminated?

2A. Yes. Subsequently, contra side MOC orders may be entered.

3Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

3A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

1. Example #1 200,000 buy MOC

50,000 sell MOC

50,000 sell plus MOC

25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000 - S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

2. Example #2 100,000 sell MOC

50,000 buy MOC

25,000 buy minus MOC

25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000 - B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

4Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4- 1/2 - last sale 20 3/8

4A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus or sell
short order would go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the
other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus or
sell short order would go ahead of the 20 1/2 limit sell orders on the book because it should be treated like a
market order. Similarly, a market-on-close buy minus order would be treated as a limit order if the last sale
was on a “plus” or “zero plus”, going behind any buy orders limited at 20 1/4. If the last sale was on a “minus”
or “zero minus” tick, the market-on-close buy minus order would be treated as a market order and executed
ahead of 20 1/4 limit buy orders on the book.
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5Q. Are limit at-the-close or MOC “short” at-the-close orders permitted?

5A. Limit at-the-close orders, where a specific price is indicated, are not allowed. Firms may enter “short”
MOC orders.

6Q. Should brokers in the Crowd give the specialist their orders prior to the final bell? How should
they be handled by the specialist?

6A. Yes. Brokers in the Crowd should give their orders to the specialist prior to the final bell to allow the
specialist to arrange a closing price. Such orders should be handled like “love” orders on the opening.

7Q. Can MOC orders be entered in the pilot stocks if “No imbalance” notice is published at 3:00 p.m.
or 3:30 p.m.?

7A. No MOC orders may be entered if a “no imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any expiring stock index futures, stock index options or options on stock index futures.

8Q. While a specialist may not accept MOC after a “no imbalance” has been published may a $2
broker or house broker handle such an order?

8A. Firms should not be entering MOC orders in pilot stocks that have a “no imbalance” message published.
If a broker has such an order, the MOC requirement must be taken off.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.
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Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: MANAGING PARTNERS, CHIEF EXECUTIVE OFFICERS AND COMPLIANCE OFFICERS

SUBJECT: RULE 350 - COMPENSATION OR GRATUITIES TO EMPLOYEES OF OTHERS

In April, 1992, the Exchange filed a proposed rule change with the Securities and Exchange Commission
regarding Rule 350 (“Compensation or Gratuities to Employees of Others”).

Recently, Commerce Clearing House published amendments to Rule 350 (see Number 511 dated May 29,
1992 of the New York Stock Exchange Guide 2). However, this rule has not been approved by the SEC and
the amendments are not yet effective. Members and member organizations should continue to comply with
the existing rule (copy attached). Approval is expected shortly and members and member organizations will
be advised in more detail about the substance of the amendments and the effective date.

Please direct any questions to Mary Anne Furlong (656-4823) or Patricia Dorilio (656-2744).

Salvatore Pallante

Senior Vice President

1. Compensation or Gratuities to Employees of Others

Rule 350.

(a) No member, allied member, member organization or employee thereof shall:

(1) employ or compensate any person for services rendered, or

(2) give any gratuity in excess of $50 per person per year to any principal, officer, or employee of the
Exchange or its subsidiaries, another member or member organization,financial institution, news or financial
information media,or non-member broker or dealer in securities, commodities,or money instruments,

except as specified below or with the prior written consent of the employer and in the case of floor employees
the prior written consent of the employer and the Exchange.

A gift of any kind is considered a gratuity.

(b) Compensation for services rendered of up to $100 per person per year may be paid with the prior written
consent of the employer, but not of the Exchange, to operations employees of the following types:

(1) A telephone clerk on the NYSE Floor who provides courtesy telephone relief to a member's clerk, or
handles such a member's orders over the member's own wire.

(2) Employees who make out commission bills or prepare Exchange reports for members.

(3) A specialist's Floor clerk who maintains records for a specialist other than his employer, or provides
courtesy relief to another specialist's clerk.

(4) When the service rendered by the employee exceeds that which the primary employer is obligated to
furnish,

(a) A telephone clerk who handles a member's orders transmitted over the wire of the clerk's employer.
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(b) A telephone clerk who handles orders directed by the clerk's employer to the member who receives them.

(c) Records shall be retained for at least three years of all such gratuities and compensation for inspection by
Exchange examiners.

Amendments.

December 1, 1977.

June 29, 1978.

S. … Supplementary Material:

10. .10 When close relatives work in different financial organizations, gifts arising from the family relationship
are not considered subject to Rule 350.

Employment of or gratuities to personnel working on the Floor of other exchanges and approved by the other
exchange under a rule similar to Rule 350 are not considered subject to Rule 350.

Requests for Exchange consent under Section a(1) of this Rule should be addressed as follows, and sent at
least 10 days in advance of the proposed date of employment:

(A) Exchange employees - Attention: Personnel Department

(B) Floor employees of other members or member organizations - Attention: Market Operations Division

Consents under (a)(1) or (b), above, should include name and position of proposed employee, amount of
proposed compensation, name and title of person giving consent for employer, and nature of proposed duties
of employee. Approvals under a(1) will not be given in December.

Requests for exceptions to Section a(2) above will be considered only under very unusual circumstances.

In general, approval to employ an Exchange employee outside of the hours of regular employment by the
Exchange will be limited to employment of a routine or clerical nature. Approval will not be given for the
employment of an Exchange employee in an advisory or professional capacity with reference to Exchange
operations or policies.

When the Exchange has granted permission for part-time employment of an employee of the Exchange or of
another member or member organization no approval is required for a subsequent gratuity or bonus to such
person provided it is in proportion to gratuities given full-time employees of the employing organization.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, OPERATIONS OFFICER, INTERNAL
AUDIT/COMPLIANCE AND LEGAL DEPARTMENTS

SUBJECT: ADOPTION OF AMENDMENTS TO RULE 407, “TRANSACTIONS - EMPLOYEES OF
MEMBERS, MEMBER ORGANIZATIONS AND THE EXCHANGE” AND RESCISSION OF RULE 406(2),
“DESIGNATION OF ACCOUNTS - ACCOUNTS OF MEMBERS AND ALLIED MEMBERS IN OTHER
MEMBER ORGANIZATIONS.”

On May 27, 1992, the Securities and Exchange Commission approved amendments to Exchange Rule
407 and rescission of Rule 406(2) (See Securities Exchange Act Release No. 34-30744). A copy of the
amendments is attached as Exhibit A. The significant areas of change are discussed below.

Generally, Rule 407 requires members and member organizations to obtain the prior written consent
of employers to open securities and commodities accounts for employees of other members, member
organizations and the Exchange. Rule 407 also requires that associated persons of members or member
organizations obtain written consent of their employers prior to opening securities or commodities accounts
outside the member or member organization. In addition, such persons are required to have duplicate
confirmations and monthly statements sent to appropriate supervisory persons at their member or member
organization employer.

The amendments to Rule 407(a) eliminate the requirement that a member or member organization receive
the employer's prior written consent to make margin transactions or carry margin accounts of employees of
financial institutions (other than the Exchange or other members or member organizations).

The amendments to Rule 407(b) make it clear that the requirements of Rule 407 apply to all accounts in
which members, allied members or employees associated with a member or member organization have
a financial interest or the power to make investment decisions, regardless of where the accounts are
maintained (e.g., at another member or member organization, or a domestic or foreign non-member broker-
dealer, investment adviser, bank or other financial institution).

The amendments also provide in Rule 407.12 that the requirement to send duplicate reports to employers
will not be applicable to certain enumerated transactions (e.g., mutual funds), unless specifically requested
by the employer. Finally, Rule 406(2) has been rescinded as the basic requirements of that rule applicable to
members and allied members are incorporated in the amendments to Rule 407.

Any questions relating to these amendments may be directed to Patricia Dorilio at (212) 656-2744 or Mary
Anne Furlong at (212) 656-4823.

Salvatore Pallante

Senior Vice President

A. Exhibit A

Deletions [bracketed].
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Additions Underscored.

407. Rule 407

Transactions - Employees of [Exchange,] Members, Member Organizations and the Exchange [or Certain
Non-Member Organizations]

a. Rule 407(a) No member or member organization shall, without the prior written consent of the employer,
[make:] open a securities or commodities account or execute any transaction in which a member, allied
member or employee associated with another member or member organization or an employee of the
Exchange is directly or indirectly interested.

[(1) A cash or margin transaction or carry a margin account in securities or commodities in which an
employee of another member or member organization is directly or indirectly interested. Except in connection
with transactions of an employee in Monthly Investment Plan type accounts, duplicate reports and statements
shall be sent promptly to the employer.

(2) A cash or margin transaction or carry a margin account in securities or commodities in which an employee
of the Exchange, or of any corporation of which the Exchange owns the majority of the capital stock, is
directly or indirectly interested.]

In connection with accounts or transactions of members, allied members and employees associated with
another member or member organization, duplicate confirmations and account statements shall be sent
promptly to the employer.

[(3) A margin transaction or carry a margin account in securities or commodities in which an employee of a
bank, trust company, insurance company, or of any other corporation, association, firm or individual engaged
in the business of dealing, either as broker or as principal, in stocks, bonds, or other securities in any form,
bills of exchange, acceptances, or other forms of commercial paper, is directly or indirectly interested.]

b. (b)[(1)] No member, allied member [, registered representative] or employee associated with [officer of]
a member or member organization shall have a securities or commodities account with respect to which
such person [he] has a financial interest or the power, directly or indirectly, to make investment decisions, at
another member or member organization, or a domestic or foreign non-member broker-dealer, investment
adviser, bank or other financial institution [non-member organization or a bank] without the prior written
consent of another person designated by the member or member organization under Rule 342(b)(1) to sign
such consents and review such accounts.

[(2)] Persons having accounts referred to [in (1)] above shall arrange for duplicate confirmations [reports] and
monthly statements of said accounts to be sent to another person designated by the member or member
organization under Rule 342(b)(1) to review such accounts.

[(3) For the purpose of this rule accounts referred to in (1) above shall include, but are not limited to, the
following: (A) securities and commodities accounts carried at member or non-member organizations or
at banks; (B) limited or general partnership interests in investment partnerships; (C) direct and indirect
participations in joint accounts; and (D) legal interests in trust accounts, provided that with respect to trust
accounts the member or member organization required to approve the account may waive the requirement to
send duplicate reports and monthly statements for such accounts.]

S. … Supplementary Material:

10. .10 Employees of Exchange. - An employee of the Exchange or any of its affiliated companies , i.e., any
corporation of which the Exchange owns the majority of the capital stock, who wishes to open a securities or
commodities account should apply for permission from the Secretary of the Exchange. A form of application
can be obtained in the Office of the Secretary.

11. .11 For the Purpose of this rule, accounts referred to above shall include, but are not limited to the
following: (A) securities and commodities accounts; (B) limited or general partnership interests in investment
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Partnerships; (C) direct and indirect participations in joint accounts; and (D) legal interests in trust accounts,
provided that with respect to trust accounts a member or member organization required to approve the
account may waive the requirement to send duplicate confirmations and monthly statements for such
accounts.

12. .12 The requirement to send duplicate confirmations and statements shall not be applicable to
transactions in unit investment trusts and variable contracts or redeemable securities of companies registered
under the Investment Company Act of 1940, as amended, or to accounts which are limited to transactions in
such securities, or to Monthly Investment Plan type accounts, unless the member or member organization
employer requests receipt of duplicate confirmations and statements of such accounts.

[.20 Application of Rule 407(3).-Rule 407(3) applies to all employees of insurance companies without regard
to whether they are compensated on a salary or commission basis. However, it is not considered applicable
to independent insurance agents.

For the purpose of Rule 407(3), a person who is clearly designated by the Charter or By-Laws of a bank, trust
company, insurance company, etc., as an officer of such institution is not considered an “employee”.]

406. Rule 406

Designation of Accounts

Rule 406 No member organization shall carry an account [:]

[(1)] On its books in the name of a person other than that of the customer, except that an account may be
designated by a number or symbol, provided the organization has on file a written statement signed by the
customer attesting the ownership of such account.

[Accounts of Members and Allied Members in Other Member Organizations

(2) For a member or allied member of another member organization without the prior written consent of
a general partner, a principal executive officer (other than the member or allied member for whom the
account is carried) or a person or persons designated under the provisions of Rule 342(b)(1) of such other
organization. Duplicate reports and monthly statements shall be sent to a general partner, a principal
executive officer (other than the member or allied member for whom the account is carried) or a person or
persons designated under provisions of Rule 342(b)(1) designated in such consent.

All clearance transactions for a member or allied member of another member organization shall be reported
by the clearing organization to a general partner, a principal executive officer or a person or persons
designated under the provisions of Rule 342(b)(1) in such other organization who has no interest in such
transactions.]

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, OPERATIONS OFFICER, INTERNAL
AUDIT/COMPLIANCE, LEGAL AND TRADING DEPARTMENTS

SUBJECT: ELECTRONIC TRANSMISSION OF ORDERS

The ongoing need to enhance efficiency and to facilitate the swift and orderly processing and execution
of orders has led to the development and increased usage of electronic order routing systems by
member organizations. While the technological developments have advanced the industry's handling of
significantly higher volume, the prospect of errors raise certain internal control concerns. The purpose of
this memorandum is to remind member organizations that there are certain regulatory requirements, as

well as business practices, which must be adhered to when using electronic order routing systems. 1  
Member organizations are expected to have written procedures and controls in place for the monitoring and
supervision of electronic orders.

Internal control procedures are important elements of any system but are critical in the design of electronic
systems which, as a consequence of an enhanced ability to route and execute orders, can increase the
potential not only for errors but for abusive practices. These, in turn, can increase the volatility of markets and
expose a member organization to significant financial risks.

Electronic order entry devices which allow customers or other broker-dealers to directly enter orders into a
member organization's computers, either through the member organization's own or a vendor's automated
front-end system, ideally should possess system driven internal control features. Such control features would
automatically address the authorized use of the system, validate order accuracy, and check the order against
established limits. The Exchange strongly recommends that these system enhancements or changes be
implemented as soon as practical.

Regardless of whether electronic control features are established, member organizations are responsible
for maintaining and implementing written procedures for controlling electronic order flow. With respect to
electronic order entry devices provided to correspondents pursuant to carrying or clearing arrangements,
member organizations are required to ensure that the party entering the orders has adequate written control
procedures in place, prior to being granted access to the member organization's electronic order routing
system. In order to satisfy this requirement, member organizations must obtain and maintain as part of
their books and records and for inspection by the Exchange, a copy of such correspondents' written control
procedures.

With respect to proprietary or customer orders entered directly into the member organization's computer,
written procedures should address authorized access, validation of trade accuracy, conformity of orders
with established credit and order size limits, and require that customers' orders which experience a manual
conversion by member firm personnel are independently verified for accuracy prior to retransmission.

It is important that member organizations adhere closely to the requirements of Exchange Rule 405
(“Diligence as to Accounts”), also known as the “Know Your Customer” rule, which provides that members
and member organizations must learn the essential facts relative to every customer, every order and every

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

211

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P92-15%2909013e2c855b3058?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE405/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


account. The responsibility imposed by Rule 405 applies to all customer orders, regardless of the method
or system used for their receipt, including those orders received electronically which are then routed to the
Exchange's automated systems.

Exchange examiners, as part of the regular examination process, will conduct reviews to determine that
required procedures with respect to electronic order routing systems have been established and are being
adhered to.

Any questions relating to the above may be directed to your Finance Coordinator.

Salvatore Pallante

Senior Vice President

INFORMATION MEMO Number 89-6

January 25, 1989

Capital Markets Group

Please Route to Head of Operations and Head of Trading

TO: Members and Managing Partners/Chief Executive Officers of Each Member Organization

SUBJECT: Customer Transmission of Orders to SuperDot Via Member Firm Systems

The New York Stock Exchange has received several inquiries from member firms on whether their order
processing systems may receive orders electronically from customers and re-transmit those orders to the
NYSE's SuperDot system.

Membership on the Exchange enables you to have dedicated data lines to the SuperDot system. In order
to allow our member firms to respond to their customers' needs while maintaining access and regulatory
standards, the NYSE has determined that member firms may offer their customers a re-transmission
capability through the member systems and dedicated lines provided the following conditions are met:

•1. Regulatory requirements, including those defined in Rule 405, Diligence as to Accounts, must be satisfied.

- If orders are to be received from a non-member broker-dealer, a carrying agreement should be entered into
pursuant to Rule 382.

- If orders are to be received from non-broker-dealer customers “know your customer” obligations must be
satisfied either through conventional methods or through automated system parameters.

•2. Member Firms who wish to provide their customers with the ability to, electronically transmit orders to their
order processing system for re-transmission to SuperDot must provide a written statement acknowledging
their responsibility for orders sent to the NYSE. Attached as Exhibit A is the text of an acknowledgement
statement which should be sent to Fran Connors, Managing Director, Product Sales.

Any questions relating to the SuperDot system should also be directed to Fran Connors at 656-6891 .

Donald J. Solodar

Senior Vice President

Capital Markets Group

A. Exhibit A

We, ___________________________, are hereby notifying the Exchange that we intend to install terminals
connected to our computer systems in non-member customer locations for the purpose of directing orders to
the NYSE's SuperDot System.
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We have reviewed Article VII, Sections 1 and 3 of the NYSE Constitution, and other provisions relating
to Exchange contracts and the binding nature of such contracts on a New York Stock Exchange member
organization. We are aware and acknowledge that any contract entered into on the floor of the Exchange
through terminals connected to our computer systems is binding in all respects and that we, as the member
organization installing such terminals, are fully responsible for that contract.

We have further reviewed NYSE Rule 405 and other provisions of the Constitution and Rules of the
Exchange, and understand that we are required and agree to impose appropriate regulatory and supervisory
procedures in connection with orders directed to the SuperDot system through these terminals.

____________________________               ____________________________

      Member Firm                                 Senior Officer

                                                   Name/Title

____________________________

      Date

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  See also, Exchange Information Memorandum No. 89-6 (copy attached) which addresses regulatory
requirements, including notice to the Exchange, in connection with transmission of customer orders to
SuperDot.
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May 8, 1992

  

Market Surveillance

 PLEASE PAY SPECIFIC ATTENTION TO NEW PROCEDURES IMPLEMENTED IN APRIL LISTED IN THE
BOX BELOW. THESE REVISIONS ARE DETAILED IN THE CIRCULAR.

MOC ORDERS IN ALL STOCKS PERTAINING TO INDEX STRATEGIES RELATING TO EXPIRING
CONTRACTS MUST BE IN BY 3 PM NO CANCELLATIONS OF MOC ORDERS IN ANY STOCKS ARE
PERMITTED AFTER 3:45 P.M. SEE PAGES 1 to 4 FOR PROCEDURES

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Revised Procedures for Handling Market-on-Close Orders on May 15, 1992 (“Expiration Friday”)

IMPORTANT NEW PROCEDURES WILL AGAIN BE IMPLEMENTED WITH THE MAY 15, 1992
EXPIRATION:

•NO MOC ORDERS RELATED TO A STRATEGY INCLUDING ANY STOCK INDEX FUTURES, STOCK
INDEX OPTIONS OR OPTIONS ON STOCK INDEX FUTURES IN EXPIRING CONTRACTS MAY BE
ENTERED AFTER 3:00 P.M. IN ANY STOCK. ORDERS TO ESTABLISH POSITIONS MAY BE ENTERED
IN NON-PILOT STOCKS UNTIL 4:00 P.M., AND TO OFFSET A PUBLISHED IMBALANCE IN THE PILOT
STOCKS.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:45 P.M. IN ANY STOCK.

•THERE WILL BE AN ADDITIONAL IMBALANCE PUBLICATION AT 3:45 P.M. IN THE PILOT STOCKS
ONLY.

1. DETAILED DISCUSSION IS PROVIDED BELOW.

Members and member organizations are reminded that the closing procedures for the last trade date prior to
the expiration will again be implemented on expiration Friday, May 15, 1992, as indicated below. The SEC
has formally approved the extension of the pilot through October 1992.

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on the last trade date prior to each month's expiration.

2. PROCEDURES RELATING TO THE CLOSE

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. Applicable MOC orders
are those relating to a strategy involving any stock index futures, stock index options, or options on stock
index futures, in all stocks. These procedures have been filed as a rule with the SEC.

The cut-off time is 3:00 p.m. for the entry of MOC orders that relate to a strategy including any expiring stock
index futures, stock index options or options on stock index futures. This requirement applies to all stocks, not
just pilot stocks. These closing procedures will again be implemented with the May 15, 1992 expiration.

1. Order Entry and Imbalance Publication
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NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

2. Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:45 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will continue to be permitted after 3:45 p.m.

3. Special Procedures on Limitation of Entry of Orders and Publication of Imbalances in Pilot Stocks

You must, as stated above and required for all stocks, enter all MOC orders, in positions relating to a strategy
involving any expiring stock index futures, stock index options, or options on stock index futures, by 3:00 p.m.
eastern time. In addition, as described below, there are special limitations regarding the subsequent entry
of orders, and special procedures for publication of imbalances, that are applicable only to pilot stocks see
attached list. It should be noted that, pursuant to Rule 13, an order for execution at the close may only be
entered for execution at-the-market; “limit-at-the-close” orders are not permitted.

As soon as possible after 3:00 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:00 p.m. in those pilot stocks. Additionally, as soon as possible after
3:30 p.m. the Exchange will again publish on the tape any imbalance of MOC orders of 50,000 shares or
more that existed at 3:30 p.m. For those pilot stocks that had imbalance notices published at 3:00 p.m. and
there is no imbalance of 50,000 shares or more at 3:30 p.m., the Exchange will publish a “No Imbalance”
message. If a pilot stock does not have an imbalance message printed at 3:00 p.m., no MOC orders will
be permitted in that stock unless, at 3:30 p.m., due to cancellations, a 50,000 share or more imbalance is
published. If that occurs, MOC orders will be permitted to offset the imbalance published at 3:30 p.m. If a “No
Imbalance” notice is published in a pilot stock at 3:30 p.m., no MOC orders will be permitted. A third time,
as soon as possible after 3:45 p.m., the Exchange will publish imbalances of 50,000 shares or more in the
pilot stocks. For those pilot stocks that had imbalance notices published at 3:30 and there is no imbalance
of 50,000 shares or more at 3:45 p.m., the Exchange will publish a “No Imbalance” message. If a pilot stock
does not have an imbalance message printed at 3:30 p.m., no MOC orders will be permitted in that stock
unless at 3:45 p.m., due to cancellations, a 50,000 share or more imbalance is published. If that occurs, MOC
orders will be permitted to offset the imbalance published at 3:45 p.m. If a “No Imbalance” notice is published
in a pilot stock at 3:45 p.m., no MOC orders will be permitted in that stock. While MOC orders previously
entered may be cancelled or reduced in size until 3:45 p.m., once a publication of an imbalance in a pilot
stock has been made, any MOC orders subsequently entered in such pilot stock will be accepted only to
trade on the opposite side of the market in relation to such published imbalance. The liquidation of positions
relating to a strategy involving any stock index futures, stock index options,.or options on stock index futures
using MOC orders entered after 3:00 p.m. is not permitted, even if such orders might offset net reported
imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:45 p.m. may not reflect the imbalance that exists at the close.

The procedures stated in this section relate only to the pilot stocks. Regular procedures, including revised
procedures for all stocks that are stated on Pages One and Two, will apply to all other listed securities.
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4. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they may be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

5. “G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

6. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a)(2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
David Leibowitz at (212) 656-4588.

Robert J. McSweeney

Senior Vice President

                                          

Attachments
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3. Expiration Friday Pilot Stocks - May 15, 1992

ABT                       ABBOTT LABORATORIES

AXP                       AMERICAN EXPRESS COMPANY

AHP                       AMERICAN HOME PRODUCTS CORPORATION

AIG                       AMERICAN INTERNATIONAL GROUP INC.

T                         AMERICAN TELEPHONE AND TELEGRAPH

AIT                       AMERITECH

AN                        AMOCO CORPORATION

BUD                       ANHEUSER BUSCH COMPANIES INC.

ARC                       ATLANTIC RICHFIELD COMPANY

*BAC                      BANKAMERICA CORPORATION

BEL                       BELL ATLANTIC CORPORATION

BLS                       BELL SOUTH CORPORATION

BA                        BOEING COMPANY

BMY                       BRISTOL MYERS COMPANY

CHV                       CHEVRON CORPORATION
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KO                        COCA COLA COMPANY

DOW                       DOW CHEMICAL COMPANY

DD                        DU PONT COMPANY

EK                        EASTMAN KODAK COMPANY

LLY                       ELI LILLY AND COMPANY

XON                       EXXON CORPORATION

FNM                       FEDERAL NATIONAL MORTGAGE ASSOCIATION

F                         FORD MOTOR COMPANY

GE                        GENERAL ELECTRIC COMPANY

GM                        GENERAL MOTORS CORPORATION

GTE                       GTE CORPORATION

HWP                       HEWLETT-PACKARD COMPANY

HD                        HOME DEPOT INC.

IBM                       INTERNATIONAL BUSINESS MACHINES CORP.

IP                        INTERNATIONAL PAPER COMPANY

JNJ                       JOHNSON AND JOHNSON
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K                         KELLOGG COMPANY

MCD                       MCDONALDS CORPORATION

MRK                       MERCK AND COMPANY INC.

MMM                       MINNESOTA MINING AND MANUFACTURING

MOB                       MOBIL CORPORATION

NYN                       NYNEX CORPORATION

PAC                       PACIFIC TELESIS GROUP

PEP                       PEPSICO INC.

PFE                       PFIZER INC.

MO                        PHILIP MORRIS COS. INC. HOLDING CO.

PG                        PROCTER AND GAMBLE COMPANY

RD                        ROYAL DUTCH PETROLEUM COMPANY

SLB                       SCHLUMBERGER LTD.

S                         SEARS ROEBUCK AND COMPANY

SBC                       SOUTHWESTERN BELL CORPORATION

TX                        TEXACO INC.
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UN                        UNILEVER N.V. ADRS

USW                       U.S. WEST INC.

WMT                       WAL MART STORES INC.

DIS                       WALT DISNEY COMPANY

WMX                       WASTE MANAGEMENT INC.

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of May 1, 1992,
and the 20 Major Market Index stocks. The indicated (*) stock has been added to the list and PCG has been
deleted.

4. MEMORANDUM

Date: May 6, 1992

TO: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) Orders

1. MOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. If there was no MOC imbalance of 50,000 or more shares in a pilot stock at 3 p.m., but due to
MOC order cancellations, an imbalance of 50,000 or more shares exists at 3:30 p.m., should it be
disseminated?

2A. Yes. Subsequently, contra side MOC orders may be entered.

3Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

3A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

1. Example #1 200,000 buy MOC

50,000 sell MOC

50,000 sell plus MOC

25,000 buy minus MOC
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In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000 - S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

2. Example #2 100,000 sell MOC

50,000 buy MOC

25,000 buy minus MOC

25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000 - B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

4Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4-1/2 - last sale 20 3/8

4A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus or sell
short order would go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the
other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus or
sell short order would go ahead of the 20 1/2 limit sell orders on the book because it should be treated like a
market order. Similarly, a market-on-close buy minus order would be treated as a limit order if the last sale
was on a “plus” or “zero plus”, going behind any buy orders limited at 20 1/4. If the last sale was on a “minus”
or “zero minus” tick, the market-on-close buy minus order would be treated as a market order and executed
ahead of 20 1/4 limit buy orders on the book.

5Q. Are limit at-the-close or MOC “short” at-the-close orders permitted?

5A. Limit at-the-close orders, where a specific price is indicated, are not allowed. Firms may enter “short”
MOC orders.

6Q. Should brokers in the Crowd give the specialist their orders prior to the final bell? How should
they be handled by the specialist?

6A. Yes. Brokers in the Crowd should give their orders to the specialist prior to the final bell to allow the
specialist to arrange a closing price. Such orders should be handled like “love” orders on the opening.

7Q. Can MOC orders be entered in the pilot stocks if “No imbalance” notice is published at 3:00 p.m.
or 3:30 p.m.?

7A. No MOC orders may be entered if a “no imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any stock index futures, stock index options or options on stock index futures.

8Q. While a specialist may not accept MOC after a “no imbalance” has been published may a $2
broker or house broker handle such an order?

8A. Firms should not be entering MOC orders in pilot stocks that have a “no imbalance” message published.
If a broker has such an order, the MOC requirement must be taken off.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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April 29, 1992

  

Market Surveillance

 TO: Members, Member Organizations and Options Trading Right Holders

SUBJECT: Long-Term Equity Options

Questions have recently been raised with respect to the rules and procedures governing the trading of Long-
Term Equity Options.

While, in the past, the Exchange generally listed equity options approximately eight months prior to their
expiration, SEC approval of an amendment to Rule 703 now allows for the listing of options series that expire
up to 39 months from the time they are listed. Initially, the Exchange listed long-term equity options series
with strike prices at-the-money, 20% in-the-money and 20% out-of-the-money that expire in January of the
appropriate year (1993 and 1994).

In addition, the bid/ask differential and continuity rules set forth in Exchange Rules 758(b)(i)(c) and 750(e)(i)
will not apply to long-term equity options until the time to expiration is less than nine months. Nevertheless,
Exchange rules obligating options specialists and Competitive Options Traders (“COTs”) to maintain fair and
orderly markets [ Exchange Rules 750(b) and 758(b)(i)(B)] will continue to apply.

The long-term equity options series will open for trading either when there is buying or selling interest, or 40
minutes prior to the close (3:30 p.m.) of trading, whichever occurs first. Quotations need not be posted for
long-term equity options until they are opened for trading. When these series have less than nine months to
expiration, they will be treated like any other non-extended equity option for all trading rules and procedures,
including opening procedures.

Question regarding the above may be directed to Mr. Joseph Dorilio at (212) 656-6197.

Agnes M. Gautier

Vice President

Market Surveillance
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April 21, 1992

  

Market Surveillance

 TO: All Options Trading Rights Holders

SUBJECT: Competitive Options Traders' Restrictions on Principal/Agency Trading

The Securities and Exchange Commission has approved an amendment to Rule 758(b)(ii)(A) which
precludes Competitive Options Traders (COTs), while on the Floor, from effecting an option transaction for
an account in which he has an interest and executing an off-Floor order in an option with the same underlying
security or the same underlying index stock group during the same trading session. The Rule previously
precluded such trades if they were in an option of the same series.

The purpose of the rule is to ensure that a COT, who has knowledge of a customer's order, does not
take advantage of the customer's order. Therefore, a COT who receives an off-Floor order for execution
is precluded from acting as a marketmaker in any option with the same underlying security or the same
underlying index stock group even if the COT hands off the order to another member for execution. COTs
should have procedures to prevent their receiving knowledge of such orders.

In addition, the Commission has also approved the addition of Rule 758(b)(ii)(A) to the List of Rules for
violations of which the Exchange may determine to impose fines pursuant to the expedited procedures
of Rule 476A. Members are reminded that, notwithstanding the procedures authorized by Rule 476A, the
Exchange may in any case where it deems appropriate proceed to bring charges and commence a formal
disciplinary proceeding under Rule 476.

Any questions should be directed to Mr. Joseph Dorilio at (212) 656-6197.

Agnes M. Gautier

Vice President

Market Surveillance
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Market Surveillance

 PLEASE PAY SPECIFIC ATTENTION TO NEW PROCEDURES LISTED IN THE BOX BELOW. THESE
REVISIONS ARE DETAILED IN THE CIRCULAR.

NOTE THAT THE LAST TRADE DATE BEFORE THE APRIL 1992 EXPIRATION IS THURSDAY, NOT
FRIDAY MOC ORDERS IN ALL STOCKS PERTAINING TO INDEX STRATEGIES MUST BE IN BY 3 PM
NO CANCELLATIONS OF MOC ORDERS IN ANY STOCKS ARE PERMITTED AFTER 3:45 P.M. SEE
PAGES 1 to 4 FOR PROCEDURES

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Revised Procedures for Handling Market-on-Close Orders on April 16, 1992 (“Expiration
Thursday”)

1. IMPORTANT NEW PROCEDURES WILL BE IMPLEMENTED STARTING WITH THE APRIL 16, 1992 EXPIRATION:

•NO MOC ORDERS RELATED TO A STRATEGY INCLUDING ANY STOCK INDEX FUTURES, STOCK
INDEX OPTIONS OR OPTIONS ON STOCK INDEX FUTURES MAY BE ENTERED AFTER 3:00 P.M. IN
ANY STOCK.

•NO CANCELLATIONS OF ANY MOC ORDERS ARE PERMITTED AFTER 3:45 P.M. IN ANY STOCK.

•THERE WILL BE AN ADDITIONAL IMBALANCE PUBLICATION AT 3:45 P.M. IN THE PILOT STOCKS
ONLY.

2. DETAILED DISCUSSION IS PROVIDED BELOW.

Members and member organizations are reminded that the closing procedures for the last trade date prior to
the expiration will again be implemented on expiration Thursday, April 16, 1992, as indicated below. The SEC
has formally approved the extension of the pilot through October 1992.

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 Points from its Previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating Previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on the last trade date prior to each month's expiration.

3. PROCEDURES RELATING TO THE CLOSE

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. Applicable MOC orders
are those relating to a strategy involving any stock index futures, stock index options, or options on stock
index futures, in all stocks. These procedures have been filed as a rule with the SEC.

The cut-off time is 3:00 p.m. for the entry of MOC orders that relate to a strategy including any stock index
futures, stock index options or options on stock index futures. This requirement applies to all stocks, not just
Pilot stocks. These closing procedures will be implemented with the April 16, 1992 expiration.

1. Order Entry and Imbalance Publication
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NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

2. Cancellation of MOC Orders

To facilitate the determination of order imbalances before the close, no MOC order in any stock may be
cancelled or reduced in size after 3:45 p.m. This will permit a more accurate picture, earlier, of the interest in
any stock at the close.

Cancellations to correct a legitimate error, however, will continue to be permitted after 3:45 p.m.

Special Procedures on Limitation of Entry of Orders and Publication of Imbalances in Pilot Stocks

You must, as stated above and required for all stocks, enter all MOC orders, in Positions relating to a strategy
involving any stock index futures, stock index options, or options on stock index futures, by 3:00 p.m. eastern
time. In addition, as described below, there are special limitations regarding the subsequent entry of orders,
and special procedures for publication of imbalances, that are applicable only to pilot stocks (see attached
list). It should be noted that, pursuant to Rule 13, an order for execution at the close may only be entered for
execution at-the-market; “limit-at-the-close” orders are not permitted.

As soon as possible after 3:00 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:00 p.m. in those pilot stocks. Additionally, as soon as possible after
3:30 p..m. the Exchange will again publish on the tape any imbalance of MOC orders of 50,000 shares or
more that existed at 3:30 p.m. For those pilot stocks that had imbalance notices Published at 3:00 p.m. and
there is no imbalance of 50,000 shares or more at 3:30 p.m., the Exchange will publish a “No Imbalance”
message. If a pilot stock does not have an imbalance message printed at 3:00 p.m., no MOC orders will
be permitted in that stock unless, at 3:30 p.m., due to cancellations, a 50,000 share or more imbalance is
Published. If that occurs, MOC orders will be Permitted to offset the imbalance published at 3:30 p.m. If a “No
Imbalance” notice is published in a pilot stock at 3:30 p.m., no MOC orders will be permitted. A third time,
as soon as possible after 3:45 P.m., the Exchange will Publish imbalances of 50,000 shares or more in the
Pilot stocks. For those pilot stocks that had imbalance notices Published at 3:30 and there is no imbalance
of 50,000 shares or more at 3:45 p.m., the Exchange will publish a “No Imbalance” message. If a pilot stock
does not have an imbalance message printed at 3:30 p.m., no MOC orders will be permitted in that stock
unless at 3:45 p.m., due to cancellations, a 50,000 share or more imbalance is published. If that occurs, MOC
orders will be permitted to offset the imbalance published at 3:45 p.m. If a “No Imbalance” notice is published
in a pilot stock at 3:45 p.m., no MOC orders will be permitted in that stock. While MOC orders previously
entered may be cancelled or reduced in size until 3:45 p.m., once a publication of an imbalance in a pilot
stock has been made, any MOC orders subsequently entered in such pilot stock will be accepted only to
trade on the opposite side of the market in relation to such published imbalance. The liquidation of positions
relating to a strategy involving any stock index futures, stock index options, or options on stock index futures
using MOC orders entered after 3:00 p.m. is not permitted, even if such orders might offset net reported
imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:45 p.m. may not reflect the imbalance that exists at the close.

The procedures stated in this section relate only to the pilot stocks. Regular procedures, including revised
procedures for all stocks that are stated on Pages One and Two, will apply to all other listed securities.
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3. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they may be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

4. “G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

5. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a)(2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
David Leibowitz at (212) 656-4588.

Robert J. McSweeney

Senior Vice President

                               

Attachments
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4. Expiration Thursday Pilot Stock - April 16, 1992

ABT            ABBOTT LABORATORIES

AXP            AMERICAN EXPRESS COMPANY

AHP            AMERICAN HOME PRODUCTS CORPORATION

AIG            AMERICAN INTERNATIONAL GROUP INC.

T              AMERICAN TELEPHONE AND TELEGRAPH

AIT            AMERITECH

AN             AMOCO CORPORATION

BUD            ANHEUSER BUSCH COMPANIES INC.

ARC            ATLANTIC RICHFIELD COMPANY

BEL            BELL ATLANTIC CORPORATION

BLS            BELL SOUTH CORPORATION

BA             BOEING COMPANY

BMY            BRISTOL MYERS COMPANY

CHV            CHEVRON CORPORATION

KO             COCA COLA COMPANY
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DOW            DOW CHEMICAL COMPANY

DD             DU PONT COMPANY

EK             EASTMAN KODAK COMPANY

LLY            ELI LILLY AND COMPANY

XON            EXXON CORPORATION

FNM            FEDERAL NATIONAL MORTGAGE ASSOCIATION

F              FORD MOTOR COMPANY

GE             GENERAL ELECTRIC COMPANY

GM             GENERAL MOTORS CORPORATION

GTE            GTE CORPORATION

HWP            HEWLETT-PACKARD COMPANY

HD             HOME DEPOT INC.

IBM            INTERNATIONAL BUSINESS MACHINES CORP.

IP             INTERNATIONAL PAPER COMPANY

JNJ            JO HNSON AND JOHNSON

K              KELLOGG COMPANY
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MCD            MCDONALDS CORPORATION

MRK            MERCK AND COMPANY INC.

MMM            MINNESOTA MINING AND MANUFACTURING

MOB            MOBIL CORPORATION

NYN            NYNEX CORPORATION

PCG            PACIFIC GAS AND ELECTRIC CO.

PAC            PACIFIC TELESIS GROUP

PEP            PEPSICO INC.

PFE            PFIZER INC.

MO             PHILIP MORRIS COS. INC. HOLDING CO.

PG             PROCTER AND GAMBLE COMPANY

RD             ROYAL DUTCH PETROLEUM COMPANY

SLB            SCHLUMBERGER LTD.

S              SEARS ROEBUCK AND COMPANY

SBC            SOUTHWESTERN BELL CORPORATION

TX             TEXACO INC.
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UN             UNILEVER N.V. ADRS

USW            U.S. WEST INC.

WMT            WAL MART STORES INC.

DIS            WALT DISNEY COMPANY

WMX            WASTE MANAGEMENT INC.

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of April 3, 1992, and
the 20 Major Market Index stocks.

5. MEMORANDUM

Date: April 8, 1992

TO: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) Orders

1. MOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. If there was no MOC imbalance of 50,000 or more shares in a pilot stock at 3 p.m., but due to
MOC order cancellations, an imbalance of 50,000 or more shares exists at 3:30 p.m., should it be
disseminated?

2A. Yes. Subsequently, contra side MOC orders may be entered.

3Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

3A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

1. Example #1 200,000 buy MOC

50,000 sell MOC

50,000 sell plus MOC

25,000 buy minus MOC
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In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000 - S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

2. Example #2 100,000 sell MOC

50,000 buy MOC

25,000 buy minus MOC

25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000 - B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

4Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4-1/2 - last sale 20 3/8

4A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus or sell
short order would go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the
other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus or
sell short order would go ahead of the 20 1/2 limit sell orders on the book because it should be treated like a
market order. Similarly, a market-on-close buy minus order would be treated as a limit order if the last sale
was on a “plus” or “zero plus”, going behind any buy orders limited at 20 1/4. If the last sale was on a “minus”
or “zero minus” tick, the market-on-close buy minus order would be treated as a market order and executed
ahead of 20 1/4 limit buy orders on the book.

5Q. Are limit at-the-close or MOC “short” at-the-close orders permitted?

5A. Limit at-the-close orders, where a specific price is indicated, are not allowed. Firms may enter “short”
MOC orders.

6Q. Should brokers in the Crowd give the specialist their orders prior to the final bell? How should
they be handled by the specialist?

6A. Yes. Brokers in the Crowd should give their orders to the specialist prior to the final bell to allow the
specialist to arrange a closing price. Such orders should be handled like “love” orders on the opening.

7Q. Can MOC orders be entered in the pilot stocks if “No imbalance” notice is published at 3:00 p.m.
or 3:30 p.m.?

7A. No MOC orders may be entered if a “no imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any stock index futures, stock index options or options on stock index futures.

8Q. While a specialist may not accept MOC after a “no imbalance” has been published may a $2
broker or house broker handle such an order?

8A. Firms should not be entering MOC orders in pilot stocks that have a “no imbalance” message published.
If a broker has such an order, the MOC requirement must be taken off.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Member Firm Regulation

 TO: All Members and Member organizations To be routed to Training/Registration Departments

SUBJECT: NEW FLOOR MEMBER EXAMINATION AND CHANGES TO REQUIREMENTS FOR
MEMBERSHIP

A new NYSE Floor Member Examination (Series 15) has been approved by the SEC. The examination
is based on a revised content outline which reflects current Exchange rules and member responsibilities.
Both the examination and content outline were developed in conjunction with a committee composed of the
different types of Exchange floor members. The first administration of the new Series 15 Examination will be
scheduled for Monday, May 18, 1992.

Effective July 5, 1988, participation in the New Member Orientation Program became a requirement for
membership. The program is offered monthly and consists of six (6) one-hour sessions over a two-week
period. Schedules are prepared a year in advance and are available upon request from Membership
Services.

As a reminder, all new members who will be active on the trading floor must complete the following steps in
order to become qualified:

Step 1. The candidate must file applications and other relevant documents with Membership services.
Following acceptance of documentation, the applicant will be posted in the NYSE Bulletin for a two-week
period and will wear a proposed member badge. During this time, the applicant may only observe the trading
process and may not function as a member.

Step 2. After election to membership and successful completion of any requi red membership exams, the
new member will wear a temporary badge for a minimum of two weeks during which time the new member
may execute orders only under the direct supervision of another experienced member. Permanent credentials
generally will be issued at the end of the two-week period.

Upon implementation of the new Series 15 floor exam, the procedures for qualification of new members who
will be active on the trading floor are modified as follows:

- Former members of other exchanges are required to attend New Member Orientation, wear temporary
badges and take the new exam.

- Former or inactive NYSE members who return to the trading floor after an absence of two or more years
are required to attend New Member Orientation, wear temporary badges and re-take the NYSE membership
exam.

- New members are required to complete the entire program in sequence before taking the exam. Please
note that prospective members may participate in the program before the posting period begins. However,
proper documentation is required by Membership Services.

Scheduling of the Series 15 Examination will continue to be arranged through Membership Services after
candidates have completed the orientation program. Please note that the membership exam is administered
every Monday.
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Questions concerning member qualification or examination scheduling (as well as requests for copies of
the content outline) should be referred to Steve Fuller, (212) 656-2071, and questions regarding the content
outline or examination content should be referred to Carey Gessley, (212) 656-3757, or JoEllen Carlson,
(212) 656-2555. To schedule participation in the New Member Orientation Program, please contact Lois
Chiesa at (212) 656-6655.

Salvatore Pallante

Senior Vice President
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April 8, 1992

  

Member Firm Regulation

 PLEASE ROUTE TO CREDIT, COMPLIANCE, FINANCIAL, OPERATIONS P&S, TRADING AND
UNDERWRITING DEPARTMENTS

TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: MANAGING PARTNER/CHIEF EXECUTIVE OFFICER AND SUBSCRIBERS

SUBJECT: SEC Release No. ‘34-29243 Dated May 29, 1991

The subject Commission Release relates to violations by a broker-dealer of Section 17(a)(1) of the Securities
Exchange Act of 1934 and Rules 17a-3, 17a-4(a) and (b) and 17a-4(j), thereunder. The broker-dealer
failed to prepare and maintain, in an easily accessible place, and to produce books and records relating to
certain foreign customers whose accounts were handled by an offshore branch office of that broker-dealer.
Improperly, required books and records were maintained at an unregistered foreign affiliate of the broker-
dealer and were unavailable to the Commission Staff, even though the accounts were handled by the offshore
branch office of the registrant and should have been available to the Commission Staff.

In the course of its Order, the Commission particularly noted the following:

1) For purposes of Rule 17a-3, “the term ‘customer’ should be construed broadly in order to effectuate the
purpose of Rule 17a-3, which is to ensure that the Commission has access to certain basic information about
securities transactions and firms subject to its regulatory supervision to enable it to police adequately the U.S.
securities markets.”

2) The mandate of Rule 17a-4 that books and records are to be kept in “an (easily) accessible place” is to be
understood as stating that “the particular books and records must be immediately available to the staff of the

Commission for inspection.” * 

3) Pursuant to Rule 17a-4(j), the Commission deems it essential to the proper exercise of its regulatory
authority that, as with domestic offices, it promptly receive copies of records requested which are maintained
in foreign offices of U.S. registered broker-dealers.

“Broker-dealers registered with the Commission which operate under the laws of multiple
jurisdictions[including secrecy provisions] are required to be aware of the need to conduct their operations in
a manner which will ensure compliance with the U.S. securities laws.”

It is anticipated that members and member organizations will conduct their operations in conformity with
the views expressed by the Commission in this Release. (See: In the Matter of Dominick & Dominick, Inc.,
Securities Exchange Act Release No. 29243 (May 29, 1991).

Salvatore Pallante

Senior-Vice President
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Footnotes

*  The Commission "has permitted broker-dealers to maintain required books and records at branch
offices, where the books and records have originated at the branch offices, but only if the broker
or dealer agrees to transmit to its main office at the request of Commission representatives or
representatives of its designated examining authority the originals or copies of the records maintained in
the branch offices within 36 hours after requested by the representatives."
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March 26, 1992

  

Market Surveillance

 TO: All Members and Member Organizations/Chief Operating Officers

SUBJECT: Additional Rules Subject to the Imposition of Fines for Minor Rule Violations under Rule 476A
Procedures

NOTE: PLEASE ROUTE TO YOUR COMPLIANCE OFFICER

The Securities and Exchange Commission has recently approved the addition of the following rules and
policies administered by the Market Surveillance Division to the List of Rules for violations of which the
Exchange may determine to impose fines pursuant to the expedited procedures of Rule 476A. Effective
immediately, these additional rules and policies are:

• Rule 80A(c) and (d) - tick requirements for certain orders when the Dow Jones Industrial Average has
moved 50 points from the previous close;

• Rule 116.30 - requirements for specialists' stopping stock;

• Rule 704 - options position limits;

• Rule 705 - options exercise limits;

• Rule 780.10(b) - requirement to deliver “exercise advice”.

Members are reminded that not withstanding the procedures authorized by Rule 476A, the Exchange may
in any case where it deems appropriate proceed to bring charges and commence a formal disciplinary
proceeding under Rule 476.

The List of Rules for violations of which the Exchange may determine to impose fines under Rule 476A,
including the additional rules discussed above, and the amount of the fines which may be imposed under
Rule 476A, are contained in Exhibit A.

Questions concerning any matters discussed in this Information Memo may be addressed to Donald Siemer
(212) 656-6940 or Joseph Dorilio, at (212) 656-6197.

Robert J. McSweeney

Senior Vice President

A. Exhibit A

Additions Underscored

LIST OF EXCHANGE RULE VIOLATIONS AND FINES APPLICABLE THERETO PURSUANT TO RULE
476A

• Rule 79A.30 requirement to obtain Floor official approval for trades at wide variations from last sale

• Rule 80A(c) and (d) tick requirements for certain orders when the Dow Jones Industrial Average has moved
50 points from the previous close.

• Rule 123A.40 requirement to obtain Floor Official approval for election of stop orders

• Rule 104.12 Specialist investment account rule violations
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• Rule 112(d) Competitive Trader stabilization requirement violations

• Rule 116.30 requirements for specialists' stopping stock

•Record retention rule violations (Rules 117, 121, 123, 123A.20, 345.11, 410, 432(a) and 440)

•Reporting rule violations (Rules 97.40, 104A.50, 107.30, 112A.10, 312(a),(b) & (c), 313, 345.17, 346(c), 351,
421, 440F,G & H and 706)

•Violations of Exchange policies regarding procedures to be followed in delayed opening situations

• Rule 134(c) and (e) requirement to comply with specified QT procedures and time periods

• Rule 440B short sale rule violations

• Rule 107.10 RCMM stabilization requirement violations

•Failure to collect and/or submit all audit trail data specified in Rule 132

•Failure to transfer a customer securities account in accordance with the requirements of Rule 412 and the
interpretations thereunder

• Rule 762 requirements to file option trade information

•Failure to Obtain Exchange Approval Rule Violations (Rules 312(h) & (i), 342(c), 342.10, 382(a) and 791(c))
* 

• Rule 343 requirements relating to member organization office sharing arrangements

• Rule 387 requirements for customer COD/POD transactions

• Rule 407 requirements for transactions of employees of the Exchange, member organizations or certain
non-member organizations

• Rule 408(a) requirement that written authorization be obtained for discretionary power in a customer's
account

• Rules 451 and 452 requirements relating to transmission of proxy material and authorizing the giving of
proxies

• Rules 704 and 705 options position limits and exercise limits

• Rule 726 options disclosure document and prospectus delivery requirement violations

• Rule 780.10(b) requirement to deliver “exercise advice”

• Rule 781 allocation of exercise assignment notice violations

•Failure to submit books and records or to furnish information on the date or within the time period that the
Exchange requires (Rule 476(a)(11)

• Rule 104.10 (Functions of Specialists)

•Participation in the Specialist Performance Evaluation Questionnaire (SPEQ) Process (Rule 103A)

•Specialists' Contact With Listed Companies and Member Organizations (Rule 106)

•Percentage Orders (Rule 123A.30)

•Failure to Time-Record Orders Received at the Specialist's Post (Rule 121) and Failure to Time-Record
Orders received at a Member's Booth from off the Floor (Rule 123)

• Rule 15 (ITS and Pre-Opening Applications) and Rule 15A (ITS “Trade-Throughs” and “Locked-Markets”
and ITS Block Trade Policy)

•Failure of a member organization to have individuals responsible and qualified for the positions of Financial
Principal,operations Principal, Compliance Official, Branch Office Manager and Supervisory Analyst (Rule
342(b), (d) & .13, 311(b)(5) and 344)
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•Failure of a member organization to have individuals responsible and qualified for the positions of Registered
Options Principal, Senior Registered Options Principal and Compliance Registered Options Principal (Rule
720 and 722(b))

•Failure of a member organization to have individuals responsible and qualified for the positions of Securities
Lending Supervisor and Securities Trader Supervisor (Rule 345(a))

•Failure of a member or member organization to use standardized Floor stationery as required by Rule
123A.23.

Fine Amount                            Individual                    Member Organization

First time fined                         $  500                           $1,000

\*/Second time fined                     $1,000                           $2,500

\*/Subsequent fines                      $2,500                           $5,000

\*/ Within a “rolling” 12-month period.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

*  "Dow Jones Industrial Average" is a service mark of Dow Jones & Co., Inc.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

238

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE345%28a%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE123A.23/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE123A.23/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 92-7

Click to open document in a browser

March 13, 1992

  

Market Surveillance

 MOC ORDERS PERTAINING TO INDEX STRATEGIES MUST BE IN BY 3 PM SEE PAGES 3 and 4 FOR
PROCEDURES

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Procedures for Handling Market-on-Close Orders on March 20,
1992 (“Expiration Friday”)

Members and member organizations are reminded that auxiliary opening and closing procedures for
expiration Friday will be implemented on expiration Friday, March 20, 1992, as indicated below. The SEC has
formally approved the extension of the pilot through October 1992.

The Provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 Points from its Previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating Previously established stock Positions against expiring derivative index
Products. This exemption from Rule 80A applies only on each month's expiration Friday.

1. OPENING PROCEDURES

Several auxiliary procedures are necessary to integrate stock orders relating to expiring contracts into
NYSE's opening procedures in a manner that assures an efficient market opening in each stock as close to
9:30 a.m. as possible. The auxiliary opening procedures applicable on March 20, 1992 are:

1. Order Entry

Stock orders relating to index contracts whose settlement pricing is based,upon the March 20, 1992 opening
prices must be received by SuperDot or by the specialist by 9:00 a.m.

- These orders may be cancelled or reduced in size. 1 

- Stock orders relating to index contracts whose settlement pricing is not based upon the March 20 opening
prices may be entered after 9:00 a.m.

To facilitate early order entry, SuperDot (1) will begin accepting orders at 7:30 a.m. and (2) will accept market
orders of 30,099 shares or less.

“Limit-at-the-opening” (“limit OPG”) orders are permitted, including delivery through Exchange systems.

- Ordinary limit orders may also be entered.

2. Order Identification

Stock orders relating to opening-price settling contracts must be identified “OPG.”

- Firms entering these orders through SuperDot, but unable to identify orders as “OPG”, may use a unique
branch code or firm identifier (mnemonic) to identify these orders. The NYSE Market Surveillance Division (11
Wall Street, 11th Floor) must be advised of the branch code or identifier by March 23, 1992.
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- Firms unable to identify these orders in either way, and firms not using SuperDot, must submit a list of all
these orders and related details to the NYSE Market Surveillance Division by March 23, 1992.

3. Dissemination of Order Imbalances

For any of the pilot stocks (list attached) having a market order imbalance of 50,000 shares or more at
9:00 a.m., the NYSE will disseminate the size of the order imbalance via the low-speed ticker and the news
services as promptly as practicable after 9:00 a.m.

4. Dissemination of Indications

Except for the auxiliary procedures described above, all stocks,. including the pilot stocks, are subject to the
regular NYSE opening procedures, including price indications where a substantial price change is anticipated.
Dissemination of an indication is mandatory for an opening which will result in a price change constituting
the lesser of 10% or three points from the prior NYSE close, or five points if the previous close is $100 or
higher, unless the price change is less than one point. Fifteen minutes must elapse between a first indication
and a stock's opening. However, when more than one indication is necessary, a stock may open (1) five
minutes after the last indication when it overlaps the prior indication (e.g., 51 - 53 overlaps 50 - 52, but does
not overlap 53 - 55) and (2) ten minutes after the last indication when it does not overlap the prior indication,
provided that 15 minutes must have elapsed from the dissemination of the first indication.

2. PROCEDURES RELATING TO THE CLOSE

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. Applicable MOC orders
are those relating to a strategy involving any stock index futures, stock index options, or options on stock
index futures, in the pilot stocks. These procedures have been filed as a rule with the SEC.

The cut-off time is 3:00 p.m. for the entry of MOC orders that relate to a strategy including any stock index
futures, stock index options or options on stock index futures in the pilot stocks. These closing procedures will
again be implemented with the March 20, 1992 expiration.

1. Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

2. Pilot Stocks

For the purpose of facilitating the publication of any significant order imbalance in one of the pilot stocks (see
attached list ), you must as stated above, enter all MOC orders, in positions relating to a strategy involving
any stock index futures, stock index options, or options on stock index futures, by 3:00 p.m. eastern time.
It should be noted that, pursuant to Rule 13, an order for execution at the close may only be entered for
execution at-the-market; “limit-at-the-close” orders are not permitted.

As soon as possible after 3:00 p.m., the Exchange will publish on the tape any imbalance of MOC orders
of 50,000 shares or more that existed at 3:00 p.m. in those pilot stocks. Additionally, as soon as -possible
after 3:30 p.m. the Exchange will again publish on the tape any imbalance of MOC orders of 50,000 shares
or more that existed at 3:30 p.m. For those pilot stocks that had imbalance notices published at 3:00 p.m.
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and there is no imbalance of 50,000 shares or more at 3:30 p.m., the Exchange will publish a “No Imbalance”
message. If a pilot stock does not have an imbalance message printed at 3:00 p.m., no MOC orders will
be permitted in that stock unless, at 3:30 p.m., due to cancellations, a 50.000 share or more imbalance is
published. If that occurs, MOC orders will be permitted to offset the imbalance published at 3:30 p.m. If a “No
Imbalance” notice is published in a pilot stock at 3:30 p.m., no MOC orders will be permitted. While MOC
orders previously entered may be cancelled or reduced in size, once such publication has been made, any
MOC orders subsequently entered will be accepted only to trade on the opposite side of the market in relation
to such published imbalance. The liquidation of positions relating to a strategy involving any stock index
futures, stock index options, or options on stock index futures using MOC orders entered after 3:00 p.m. is not
permitted, even if such orders might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:30 p.m. may not reflect the imbalance that exists at the close. These procedures relate only
to the pilot stocks. Regular procedures will apply to all other listed securities.

3. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they may be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

4. “G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

5. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a)(2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.
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Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
David Leibowitz at (212) 656-4588.

Robert J. McSweeney

Senior Vice President

                                      

Attachments

                  

3. Expiration Friday Pilot Stocks - March 20, 1992

ABT                  ABBOTT LABORATORIES

AXP                  AMERICAN EXPRESS COMPANY

AHP                  AMERICAN HOME PRODUCTS CORPORATION

AIG                  AMERICAN INTERNATIONAL GROUP INC.

T                    AMERICAN TELEPHONE AND TELEGRAPH

AIT                  AMERITECH

AN                   AMOCO CORPORATION

BUD                  ANHEUSER BUSCH COMPANIES INC.

ARC                  ATLANTIC RICHFIELD COMPANY

BEL                  BELL ATLANTIC CORPORATION
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BLS                  BELL SOUTH CORPORATION

BA                   BOEING COMPANY

BMY                  BRISTOL MYERS COMPANY

CHV                  CHEVRON CORPORATION

KO                   COCA COLA COMPANY

DOW                  DOW CHEMICAL COMPANY

DD                   DU PONT COMPANY

EK                   EASTMAN KODAK COMPANY

LLY                  ELI LILLY AND COMPANY

XON                  EXXON CORPORATION

FNM                  FEDERAL NATIONAL MORTGAGE ASSOCIATION

F                    FORD MOTOR COMPANY

GE                   GENERAL ELECTRIC COMPANY

GM                   GENERAL MOTORS CORPORATION

GTE                  GTE CORPORATION

HWP                  HEWLETT-PACKARD COMPANY
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HD                   HOME DEPOT INC.

IBM                  INTERNATIONAL BUSINESS MACHINES CORP.

IP                   INTERNATIONAL PAPER COMPANY

JNJ                  JOHNSON AND JOHNSON

K                    KELLOGG COMPANY

MCD                  MCDONALDS CORPORATION

MRK                  MERCK AND COMPANY INC.

MMM                  MINNESOTA MINING AND MANUFACTURING

MOB                  MOBIL CORPORATION

NYN                  NYNEX CORPORATION

*PCG                 PACIFIC GAS AND ELECTRIC CO.

PAC                  PACIFIC TELESIS GROUP

PEP                  PEPSICO INC.

PFE                  PFIZER INC.

MO                   PHILIP MORRIS COS. INC. HOLDING CO.

PG                   PROCTER AND GAMBLE COMPANY
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RD                   ROYAL DUTCH PETROLEUM COMPANY

SLB                  SCHLUMBERGER LTD.

S                    SEARS ROEBUCK AND COMPANY

SBC                  SOUTHWESTERN BELL CORPORATION

TX                   TEXACO INC.

UN                   UNILEVER N.V. ADRS

USW                  U.S. WEST INC.

WMT                  WAL MART STORES INC.

DIS                  WALT DISNEY COMPANY

WMX                  WASTE MANAGEMENT INC.

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of March 5, 1992,
and the 20 major Market Index stocks. The indicated (*) stock has been added to the list and SGP has been
deleted.

4. MEMORANDUM

Date: March 13, 1992

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Openings and Market-on-Close (MOC)
Orders

1. Openings

1Q. Can “limit at the opening” (“limit OPG”) orders be entered in the stocks that are not among the
stocks included in the pilot?

1A. “Limit OPG” orders are now permitted on expiration Friday. Unexecuted “limit OPG” orders are cancelled
after the opening transaction. “Limit-at-the-close” orders are not permitted at any time.

2Q. When can specialists obtain an OARS status request?
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2A. At any time after 7:30 a.m., in any stock. (Specialists should review OARS inquiry, freeze and opening
procedures to avoid problems.)

3Q. Must specialists wait until 9:27 a.m. to start the ITS pre-opening application?

3A. No. ITS Pre-Opening notifications may be issued beginning at 9:00 a.m.

4Q. Are “G” orders to sell short at the market handled differently at the opening then at the close on
expiration day?

4A. Yes, “G” short market orders are covered by two different procedures. At the opening they are handled
as they are on any other day. “G” short market orders must yield to all public limit orders at the lowest valid
short tick. At any higher price the “G” shorts need not yield. At the close, “G” market shorts must yield to all
limit orders at the sale price, even if that price is higher than the first valid short tick.

5Q. How should specialists and Floor Officials handle requests to “hold the opening, in the pilot
stocks?

5A. The Exchange has added auxiliary and early procedures with the express purpose of providing a prompt
opening in all stocks, not just the 50 pilot stocks. Brokers should be told to have their opening interest
represented by 9:30 a.m., and assuming adequate pricing information re: substantial disparity from the close,
all stocks should be opened as quickly after 9:30 as possible.

2. MOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. If there was no MOC imbalance of 50,000 or more shares in a pilot stock at 3 p.m., but due to
MOC order cancellations, an imbalance of 50,000 or more shares exists at 3:30 p.m., should it be
disseminated?

2A. Yes. Subsequently, contra side MOC orders may be entered.

3Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

3A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

1. Example #1 200,000 buy MOC

50,000 sell MOC

50,000 sell plus MOC

25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000 - S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

2. Example #2 100,000 sell MOC

50,000 buy MOC

25,000 buy minus MOC
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25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000 - B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

4Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4-1/2 - last sale 20 3/8

4A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus or sell
short order would go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the
other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus or
sell short order would go ahead of the 20 1/2 limit sell orders on the book because it should be treated like a
market order. Similarly, a market-on-close buy minus order would be treated as a limit order if the last sale
was on a “plus” or “zero plus”, going behind any buy orders limited at 20 1/4. If the last sale was on a “minus”
or “zero minus” tick, the market-on-close buy minus order would be treated as a market order and executed
ahead of 20 1/4 limit buy orders on the book.

5Q. Are limit at-the-close or MOC “short” at-the-close orders permitted?

5A. Limit at-the-close orders, where a specific price is indicated, are not allowed. Firms may enter “short”
MOC orders.

6Q. Should brokers in the Crowd give the specialist their orders prior to the final bell? How should
they be handled by the specialist?

6A. Yes. Brokers in the Crowd should give their orders to the specialist prior to the final bell to allow the
specialist to arrange a closing price. Such orders should be handled like “love” orders on the opening.

7Q. Can MOC orders be entered in the pilot stocks if “No imbalance” notice is published at 3:00 p.m.
or 3:30 p.m.?

7A. No MOC orders may be entered if a “no imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any stock index futures, stock index options or options on stock index futures.

8Q. While a specialist may not accept MOC after a “no imbalance” has been published may a $2
broker or house broker handle such an order?

8A. Firms should not be entering MOC orders in pilot stocks that have a “no imbalance” message published.
If a broker has such an order, the MOC requirement must be taken off.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.
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March 11, 1992

  

Member Firm Regulation

 TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: REGISTRATION, LEGAL AND COMPLIANCE DEPARTMENTS

SUBJECT: ADOPTION OF AMENDMENTS TO RULE 308, “ACCEPTABILITY PROCEEDINGS”

On February 19, 1992, the Securities and Exchange Commission approved amendments to Exchange Rule
308 (see Securities Exchange Act Release No. 34-30386). A copy of the amendments is attached as Exhibit
A. The significant areas of change are discussed below.

Rule 308 establishes procedures for Acceptability Committees to consider applications prior to disapproval
by the Exchange (1) of prospective members or member organizations; (2) of any member, allied member,
approved person or registered representative for employment or association with a member or member
organization; (3) of any prospective non-member broker/dealer accessee; and (4) for any change in status of
any person which change requires Exchange approval.

The amendments to Rule 308 revise the required composition of Acceptability Committees to provide that
all such Committees will be comprised of the applicants' peers who are familiar with the relevant job and
job functions of the applicant. For example, if an acceptability application is related to floor activities, then
all persons on the Acceptability Committee must be active on the Floor. Similarly, acceptability applications
relating to non-Floor activities would require all “upstairs” persons on the Committee.

Any questions relating to the amendments to Rule 308 may be directed to Patricia Dorilio at (212)656-2744.

Salvatore Pallante

Senior Vice President

A. Exhibit A

Deletions [bracketed].

Additions Underscored

AMENDMENTS TO RULE 308

Acceptability Proceedings

308. Rule 308

(a)-(b) No change

(c) [Any Acceptability Committee under this Rule shall be comprised of three Exchange officers, at least
two of whom shall be officers of the Regulation & Surveillance Group, appointed from time to time by the
Chairman of the Board of Directors.]

All proceedings under this rule shall be conducted in accordance with the provisions of this rule and shall
be held before an Acceptability Committee consisting of at least three persons being members of the
Acceptability Board to be selected by the Chief Hearing Officer (as designated under Rule 476(b)) in
accordance with paragraph (d) of this rule.
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The Chairman of the Board of the Exchange, subject to the approval of the Board of Directors, shall from time
to time appoint an Acceptability Board to be composed of such number of members and allied members of
the Exchange who are not members of the Board of Directors, and registered employees and non-registered
employees of members and member organizations, as the Chairman of the Board of the Exchange shall
deem necessary. The members of the Acceptability Board shall be appointed annually and shall serve at the
pleasure of the Board of Directors.

[(1) The membership of each Acceptability Committee shall designate from among themselves that person
who shall serve as Chairman.]

[(2) The decision of a majority of the members of an Acceptability Committee shall be final, except as
provided in paragraph (f) below.]

(d) In any proceeding under this rule involving, as an applicant therein, a prospective member, member
organization, allied member, approved person, or non-member broker/dealer accessee, the members of
the Acceptability Board serving on the Acceptability Committee shall be members or allied members who,
to the extent reasonably possible, are engaged in similar activities as the applicant proposes to engage in,
or have knowledge of those activities. In any such proceeding relating to proposed activities on the Floor of
the Exchange, all persons serving on the Acceptability Committee shall be members active on the Floor of
the Exchange. In any such proceeding relating to any other proposed activities, all persons serving on the
Acceptability Committee shall work in the offices of a member or member organization which engages in a
business involving substantial direct contact with securities customers.

In any proceeding under this rule involving as an applicant therein a prospective registered or non-registered
employee of a member or member organization who will not be a member or allied member, the members
of the Acceptability Board serving on the Acceptability Committee shall be registered employees or non-
registered employees of members and member organizations who are not members or allied members and
who, to the extent reasonably possible, are engaged in similar activities as the applicant proposes to engage
in, or have knowledge of those activities. In any such proceeding relating to such employees' proposed
activities on the Floor of the Exchange, all persons serving on the Acceptability Committee shall be registered
or non-registered employees of a member or member organization active on the Floor of the Exchange and
who are not members or allied members. In any such proceeding relating to any other proposed activities, all
persons serving on the Acceptability Committee shall work in the offices of a member or member organization
which engages in a business involving substantial direct contact with securities customers.

(1) The membership of each Acceptability Committee shall designate from among themselves that person
who shall serve as Chairman.

(2) The decision of a majority of the members of an Acceptability Committee shall be final, except as provided
in paragraph (g) below.

[(d)] e No change in text

[(e)] f No change in text

[(f)] g No change in text

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

249

http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 92-5

Click to open document in a browser

February 25, 1992

  

Market Surveillance

 TO: All Floor Members

FROM: Market Surveillance Audit Trail/Trade Comparison Subcommittee

SUBJECT: Audit Trail - Update

Through the continuing efforts of the Exchange membership, and particularly the Audit Trail/Trade
Comparison Subcommittee members, our benchmark goal of 95% crowd-to-crowd badge matching by
January 31, 1992 has been met. Current crowd-to-crowd badge match quality is 96% - a very significant
achievement.

While our goal continues to be a 100% complete and accurate audit trail, we recognize that there can always
be an element of human error involved in the collection and processing of such data. Certainly, maintenance
of this high level of crowd-to-crowd badge matching represents an important, ongoing commitment by the
membership. Therefore, the educational counselling by the Audit Trail/Trade Comparison Subcommittee will
continue.

In order to sustain this level of excellence, members should focus on the quality of initial submissions and
member firms should continue to use the Audit Trail Correction System (“ACS”) to correct mismatched badge
numbers.

If you require assistance, please contact Mr. Arthur Harris (212) 656-6884, Mr. David Leibowitz (212)
656-4588, or Ms. Carol Krusik (212) 656-4597. If you have questions concerning your weekly status report or
audit trail in general, please call Mr. David Rich (212) 656-2917.

Thank you for a job well done.

Robert J. McSweeney

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Market Surveillance

 MOC ORDERS PERTAINING TO INDEX STRATEGIES MUST BE IN BY 3 PM SEE PAGES 1 and 2 FOR
PROCEDURES

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Procedures for Handling Market-on-Close Orders on February 21, 1992 (“Expiration Friday”)

Members and member organizations are reminded that the closing procedures for expiration Friday will again
be implemented on expiration Friday, February 21, 1992, as indicated below. The SEC has formally approved
the extension of the pilot through October 1992.

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating Previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on each month's expiration Friday.

1. PROCEDURES RELATING TO THE CLOSE

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. Applicable MOC orders
are those relating to a strategy involving any stock index futures, stock index options, or options on stock
index futures, in the pilot stocks. These procedures have been filed as a rule with the SEC.

The cut-off time is 3:00 p.m. for the entry of MOC orders that relate to a strategy including any stock index
futures, stock index options or options on stock index futures in the pilot stocks. These closing procedures will
again be implemented with the February 21, 1992 expiration.

1. Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

2. Pilot Stocks

For the purpose of facilitating the publication of any significant order imbalance in one of the pilot stocks (see
attached list ), you must as stated above, enter all MOC orders, in positions relating to a strategy involving
any stock index futures, stock index options, or options on stock index futures, by 3:00 p.m. eastern time.
It should be noted that, pursuant to Rule 13, an order for execution at the close may only be entered for
execution at-the-market; “limit-at-the-close” orders are not permitted.
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As soon as possible after 3:00 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:00 p.m. in those pilot stocks. Additionally, as soon as possible after
3:30 p.m. the Exchange will again publish on the tape any imbalance of MOC orders of 50,000 shares or
more that existed at 3:30 p.m. For those pilot stocks that had imbalance notices published at 3:00 p.m. and
there is no imbalance of 50,000 shares or more at 3:30 p.m., the Exchange will publish a “No Imbalance”
message. If a pilot stock does not have an imbalance message printed at 3:00 p.m., no MOC orders will
be permitted in that stock unless, at 3:30 p.m., due to cancellations, a 50,000 share or more imbalance is
published. If that occurs, MOC orders will be permitted to offset the imbalance published it 3:30 p.m. If a “No
Imbalance” notice is published in a pilot stock at 3:30 p.m., no MOC orders will be permitted. While MOC
orders previously entered may be cancelled or reduced in size, once such publication has been made, any
MOC orders subsequently entered will be accepted only to trade on the opposite side of the market in relation
to such published imbalance. The liquidation of positions relating to a strategy involving any stock index
futures, stock index options, or options on stock index futures using MOC orders entered after 3:00 p.m. is not
permitted, even if such orders might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:30 p.m. may not reflect the imbalance that exists at the close.

These procedures relate only to the pilot stocks. Regular procedures will apply to all other listed securities.

3. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they may be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

4. “G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale' rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

5. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.
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Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a)(2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
David Leibowitz at (212) 656-4588.

Robert J. McSweeney

Senior Vice President

                                      

Attachments

                  

2. Expiration Friday Pilot Stocks - February 21, 1992

ABT                    ABBOTT LABORATORIES

AXP                    AMERICAN EXPRESS COMPANY

AHP                    AMERICAN HOME PRODUCTS CORPORATION

AIG                    AMERICAN INTERNATIONAL GROUP INC.

T                      AMERICAN TELEPHONE AND TELEGRAPH

AIT                    AMERITECH

AN                     AMOCO CORPORATION

BUD                    ANHEUSER BUSCH COMPANIES INC.

ARC                    ATLANTIC RICHFIELD COMPANY
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BEL                    BELL ATLANTIC CORPORATION

BLS                    BELL SOUTH CORPORATION

BA                     BOEING COMPANY

BMY                    BRISTOL MYERS COMPANY

CHV                    CHEVRON CORPORATION

KO                     COCA COLA COMPANY

DOW                    DOW CHEMICAL COMPANY

DD                     DU PONT COMPANY

EK                     EASTMAN KODAK COMPANY

LLY                    ELI LILLY AND COMPANY

XON                    EXXON CORPORATION

FNM                    FEDERAL NATIONAL MORTGAGE ASSOCIATION

*F                     FORD MOTOR CO.

GE                     GENERAL ELECTRIC COMPANY

GM                     GENERAL MOTORS CORPORATION

GTE                    GTE CORPORATION
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HD                     HOME DEPOT INC.

HWP                    HEWLETT-PACKARD COMPANY

IBM                    INTERNATIONAL BUSINESS MACHINES CORP.

IP                     INTERNATIONAL PAPER COMPANY

JNJ                    JOHNSON AND JOHNSON

K                      KELLOGG COMPANY

MCD                    MCDONALDS CORPORATION

MRK                    MERCK AND COMPANY INC.

MMM                    MINNESOTA MINING AND MANUFACTURING

MOB                    MOBIL CORPORATION

NYN                    NYNEX CORPORATION

PAC                    PACIFIC TELESIS GROUP

PEP                    PEPSICO INC.

PFE                    PFIZER INC.

MO                     PHILIP MORRIS COS. INC. HOLDING CO.

PG                     PROCTER AND GAMBLE COMPANY
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RD                     ROYAL DUTCH PETROLEUM COMPANY

SGP                    SCHERING PLOUGH CORP.

SLB                    SCHLUMBERGER LTD.

S                      SEARS ROEBUCK AND COMPANY

SBC                    SOUTHWESTERN BELL CORPORATION

TX                     TEXACO INC.

UN                     UNILEVER N.V. ADRS

USW                    U.S. WEST INC.

WMT                    WAL MART STORES INC.

DIS                    WALT DISNEY COMPANY

WMX                    WASTE MANAGEMENT INC.

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of February 5, 1992,
and the 20 Major Market Index stocks. The indicated (*) stocks have been added to the list and PCG and SLE
have been deleted.

3. MEMORANDUM

Date: February 14, 1992

TO: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) Orders

1. MOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?
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1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. If there was no MOC imbalance of 50,000 or more shares in a pilot stock at 3 p.m., but due to
MOC order cancellations, an imbalance of 50,000 or more shares exists at 3:30 p.m., should it be
disseminated?

2A. Yes. Subsequently, contra side MOC orders may be entered.

3Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

3A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

1. Example #1 200,000 buy MOC

50,000 sell MOC

50,000 sell plus MOC

25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000 - S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

2. Example #2 100,000 sell MOC

50,000 buy MOC

25,000 buy minus MOC

25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000 - B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

4Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4-1/2 - last sale 20 3/8

4A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus or sell
short order would go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the
other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus or
sell short order would go ahead of the 20 1/2 limit sell orders on the book because it should be treated like a
market order. Similarly, a market-on-close buy minus order would be treated as a limit order if the last sale
was on a “plus” or “zero plus”, going behind any buy orders limited at 20 1/4. If the last sale was on a “minus”
or “zero minus” tick, the market-on-close buy minus order would be treated as a market order and executed
ahead of 20 1/4 limit buy orders on the book.

5Q. Are limit at-the-close or MOC “short” at-the-close orders permitted?

5A. Limit at-the-close orders, where a specific price is indicated, are not allowed. Firms may enter “short”
MOC orders.

6Q. Should brokers in the Crowd give the specialist their orders prior to the final bell? How should
they be handled by the specialist?
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6A. Yes. Brokers in the Crowd should give their orders to the specialist prior to the final bell to allow the
specialist to arrange a closing price. Such orders should be handled like “love” orders on the opening.

7Q. Can MOC orders be entered in the pilot stocks if “No imbalance” notice is published at 3:00 p.m.
or 3:30 p.m.?

7A. No MOC orders may be entered if a “no imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any stock index futures, stock index options or options on stock index futures.

8Q. While a specialist may not accept MOC after a “no imbalance” has been published may a $2
broker or house broker handle such an order?

8A. Firms should not be entering MOC orders in pilot stocks that have a “no imbalance” message published.
If a broker has such an order, the MOC requirement must be taken off.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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January 31, 1992

  

Member Firm Regulation

 PLEASE ROUTE TO SIPC ASSESSMENT FORM PREPARERS

TO: MEMBERS AND MEMBER ORGANIZATIONS AND HANDBOOK SUBSCRIBERS

ATTENTION: CHIEF FINANCIAL OFFICERS

SUBJECT: SIPC FUND CHANGES

Attached is a copy of a letter from James G. Stearns, Chairman of SIPC, dated December 3, 1991, advising
of SIPC By-law amendments adopted by its Board of Directors on September 26, 1991. The actions
implement their decisions to build the SIPC Fund to $1 billion and that the Fund should grow at the rate of
10% per year in order to reach that goal, with assessments based on net operating revenues.

In November of each year SIPC, based on certain data and projections, will determine the assessment rate.
The rate for fiscal years beginning in 1991 and ending no later than December 31, 1992 will be .00065, which
is considerably below the 1990 rate of .001875. The assessment base is being changed to “net operating
revenues,” as defined, from “gross revenues for securities business.” The minimum annual assessment of
$150 remains unchanged.

Questions on this letter can be directed to the Exchange's SIPC Coordinator, Paul Bigelow at (212) 656-3092.

Salvatore Pallante

Senior Vice President

1. Attachment

December 3, 1991

TO: Chief Executive Officer, SIPC Member Firms

FROM: James G. Stearns, Chairman

RE: Assessments and the SIPC Fund

On September 26, 1991, SIPC's Board of Directors adopted amendments to the SIPC bylaws, effective for
fiscal years beginning in 1991, which implement two recent decisions on the SIPC Fund and SIPC member
assessments. The first decision, made by the Board of Directors in February, 1991, was that the SIPC Fund
should be built to $1 billion. The second decision, reached by the Board at its September, 1991, meeting, was
that, in order to reach that goal, the SIPC Fund should grow at the rate of 10% per year, with assessments
based on net operating revenues. On November 20, 1991, the Securities and Exchange Commission
approved the bylaw amendments.

1. A $1 Billion SIPC Fund

The decision to bring the SIPC Fund balance to $1 billion was based, in part, on an in-depth study of Fund
requirements by the national accounting fit-in of Deloitte & Touche. The study, commissioned by the Board in
December of 1989, and presented to SIPC on October 8, 1990, concluded that, under a worst case scenario,
the liquidation of the largest SIPC member could cost SIPC $485 million but that advances for the early
administrative phases and customer protection could require an outlay of $1.24 billion. The decision was
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also based on the importance of a Fund balance which would contribute to SIPC's goal of promoting investor
confidence, a task made more difficult by the well-publicized magnitude of the problems of deposit insurance
programs.

2. The 1991 SIPC Task Force On Assessments

At its February, 1991, meeting the Board appointed a Task Force on Assessments with broad
industry, government, and self-regulatory representation. The Task Force was to evaluate and develop
recommendations on the assessment structure to bring the Fund balance to $1-billion. The Task Force
considered, among other factors, SIPC's loss experience, current Fund balance, and the weight of the
assessment burden on members.

The Task Force made two key recommendations. The first was to reach the $1 billion goal through planned,
steady growth, by setting an assessment rate for each year to achieve a predetermined Fund balance
beginning April 1, 1992, and continuing through April 1, 1997. The second recommendation was to change
the assessment base from “gross revenues” to “net operating revenues.”

3. The Assessment Rate

The bylaw implementing the Task Force's recommendations provides that SIPC, in November of each year,
shall project future expenses as well as interest income together with other relevant data to arrive at the
assessment rate. That rate for fiscal years beginning in 1991, and ending not later than December 31, 1992,
will be .00065, which is considerably below the 1990 rate of .001875. The minimum assessment of $150 per
year or for any part of a year will remain unchanged.

4. The Assessment Base

Heretofore, the assessment base has been “gross revenues from the securities business.” The Task Force
recommended the assessment base be changed to “net operating revenues.” A net operating revenues
base allows a deduction from revenues of interest and dividend expense not to exceed the total of all interest
and dividend income. Members may, in the alternative, deduct 40 percent of interest earned on customers'

securities accounts * 

5. The SIPC Program and the Billion Dollar SIPC Fund

As SIPC enters its third decade, we believe the SIPC Fund is in excellent condition. Backed up by a program
that has a solid record of success in achieving its goals, the primary mission of SIPC, and its value to each
SIPC member, continues to be promoting confidence among the investors who become your clients or who
provide liquidity for your clients' investments.

Some members have asserted that they should not pay assessments because there is no exposure to the
SIPC Fund from their business. This argument misses the point that the SIPC program provides an essential
component of a prosperous securities industry - investor confidence. SIPC's Board is acutely aware that
assessments are a burden on members. However, failure of investor confidence in the SIPC program's ability
to protect customers would cause a greater hardship in the industry.

It is my judgment and the judgment of the Board of Directors that the benefits to all SIPC members from
enhanced investor confidence are well worth the cost, spread over the next few years, of a SIPC Fund
balance of $1 billion .

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
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Footnotes

*  SIPC's Board of Directors has indicated that it will review the appropriateness of this alternative
deduction after gathering additional information on the extent of its use and the effect of its possible
elimination.
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January 10, 1992

  

Market Surveillance

 MOC ORDERS PERTAINING TO INDEX STRATEGIES MUST BE IN BY 3 PM SEE PAGES 1 and 2 FOR
PROCEDURES

TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Procedures for Handling Market-on-Close Orders on January 17, 1992 (“Expiration Friday”)

Members and member organizations are reminded that the closing procedures for expiration Friday will again
be implemented on expiration Friday, January 17, 1992, as indicated below. The SEC has formally approved
the extension of the pilot through October 1992.

The Provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating Previously established stock Positions against expiring derivative index
Products. This exemption from Rule 80A applies only on each month's expiration Friday.

1. PROCEDURES RELATING TO THE CLOSE

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. Applicable MOC orders
are those relating to a strategy involving any stock index futures, stock index options, or options on stock
index futures, in the pilot stocks. These procedures have been filed as a rule with the SEC.

The cut-off time is 3:00 p.m. for the entry of MOC orders that relate to a strategy including any stock index
futures, stock index options or options on stock index futures in the pilot stocks. These,closing procedures will
again be implemented with the January 17, 1992 expiration.

1. Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

2. Pilot Stocks

For the purpose of facilitating the publication of any significant order imbalance in one of the pilot stocks (see
attached list), you must as stated above, enter all MOC orders, in positions relating to a strategy involving any
stock index futures, stock index options, or options on stock index futures, by 3:00 p.m. eastern time. It should
be noted that, pursuant to Rule 13, an order for execution at the close may only be entered for execution at-
the-market; “limit-at-the-close” orders are not permitted.
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As soon as possible after 3:00 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:00 p.m. in those pilot stocks. Additionally, as soon as Possible after
3:30 p.m. the Exchange will again publish on the tape any imbalance of MOC orders of 50,000 shares or
more that existed at 3:30 p.m. For those pilot stocks that had imbalance notices published at 3:00 p.m. and
there is no imbalance of 50,000 shares or more at 3:30 p.m., the Exchange will publish a “No Imbalance”
message. If a pilot stock does not have an imbalance message printed at 3:00 p.m., no MOC orders will
be permitted in that stock unless, at 3:30 p.m., due to cancellations, a 50,000 share or more imbalance is
published. If that occurs, MOC orders will be Permitted to offset the imbalance Published at 3:30 p.m. If a
“No Imbalance” notice is Published in a pilot stock at 3:30 p.m., no MOC orders will be permitted. While MOC
orders previously entered may be cancelled or reduced in size, once such publication has been made, any
MOC orders subsequently entered will be accepted only to trade on the opposite side of the market in relation
to such published imbalance. The liquidation of positions relating to a strategy involving any stock index
futures, stock index options, or options on stock index futures using MOC orders entered after 3:00 p.m. is not
permitted, even if such orders might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:30 p.m. may not reflect the imbalance that exists at the close.

These procedures relate only to the pilot stocks. Regular procedures will apply to all other listed securities.

3. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they may be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

4. “G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

5. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.
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Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a)(2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
David Leibowitz at (212) 656-4588.

Robert J. McSweeney

Senior Vice President

                                                  

Attachments

                         

2. Expiration Friday Pilot Stocks - January 17, 1992

         ABT                  ABBOTT LABORATORIES

         AXP                  AMERICAN EXPRESS COMPANY

         AHP                  AMERICAN HOME PRODUCTS CORPORATION

         AIG                  AMERICAN INTERNATIONAL GROUP INC.

         T                    AMERICAN TELEPHONE AND TELEGRAPH

         AIT                  AMERITECH

         AN                   AMOCO CORPORATION

         BUD                  ANHEUSER BUSCH COMPANIES INC.

         ARC                  ATLANTIC RICHFIELD COMPANY
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         BEL                  BELL ATLANTIC CORPORATION

         BLS                  BELL SOUTH CORPORATION

         BA                   BOEING COMPANY

         BMY                  BRISTOL MYERS COMPANY

         CHV                  CHEVRON CORPORATION

         KO                   COCA COLA COMPANY

         DOW                  DOW CHEMICAL COMPANY

         DD                   DU PONT COMPANY

         EK                   EASTMAN KODAK COMPANY

         LLY                  ELI LILLY AND COMPANY

         XON                  EXXON CORPORATION

         FNM                  FEDERAL NATIONAL MORTGAGE ASSOCIATION

         GE                   GENERAL ELECTRIC COMPANY

         GM                   GENERAL MOTORS CORPORATION

         GTE                  GTE CORPORATION

         *HD                  HOME DEPOT INC.
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         HWP                  HEWLETT-PACKARD COMPANY

         IBM                  INTERNATIONAL BUSINESS MACHINES CORP.

         IP                   INTERNATIONAL PAPER COMPANY

         JNJ                  JOHNSON AND JOHNSON

         K                    KELLOGG COMPANY

         MCD                  MCDONALDS CORPORATION

         MRK                  MERCK AND COMPANY INC.

         MMM                  MINNESOTA MINING AND MANUFACTURING

         MOB                  MOBIL CORPORATION

         NYN                  NYNEX CORPORATION

         *PCG                 PACIFIC GAS & ELECTRIC CO.

         PAC                  PACIFIC TELESIS GROUP

         PEP                  PEPSICO INC.

         PFE                  PFIZER INC.

         MO                   PHILIP MORRIS COS. INC. HOLDING CO.

         PG                   PROCTER AND GAMBLE COMPANY
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         RD                   ROYAL DUTCH PETROLEUM COMPANY

         *SLE                 SARA LEE CORP.

         SGP                  SCHERING PLOUGH CORP.

         SLB                  SCHLUMBERGER LTD.

         S                    SEARS ROEBUCK AND COMPANY

         SBC                  SOUTHWESTERN BELL CORPORATION

         TX                   TEXACO INC.

         UN                   UNILEVER N.V. ADRS

         USW                  U.S. WEST INC.

         WMT                  WAL MART STORES INC.

         DIS                  WALT DISNEY COMPANY

         WMX                  WASTE MANAGEMENT INC.

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of December 20,
1991, and the 20 Major Market Index stocks. The indicated (*) stocks have been added to the list and F has
been deleted.

3. MEMORANDUM

Date: January 15, 1992

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) Orders

1. MOC Orders
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1Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. If there was no MOC imbalance of 50,000 or more shares in a pilot stock at 3 p.m., but due to
MOC order cancellations, an imbalance of 50,000 or more shares exists at 3:30 p.m., should it be
disseminated?

2A. Yes. Subsequently, contra side MOC orders may be entered.

3Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

3A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

1. Example # -200,000 buy MOC

50,000 sell MOC

50,000 sell plus MOC

25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000 - S 50,000). The 50,000
sell “plus, MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

2. Example #2 100,000 sell MOC

50,000 buy MOC

25,000 buy minus MOC

25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000 - B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

4Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4- 1/2 - last sale 20 3/8

4A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus or sell
short order would go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the
other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus or
sell short order would go ahead of the 20 1/2 limit sell orders on the book because it should be treated like a
market order. Similarly, a market-on-close buy minus order would be treated as a limit order if the last sale
was on a “plus” or “zero plus”, going behind any buy orders limited at 20 1/4. If the last sale was on a “minus”
or “zero minus” tick, the market-on-close buy minus order would be treated as a market order and executed
ahead of 20 1/4 limit buy orders on the book.

5Q. Are limit at-the-close or MOC “short” at-the-close orders permitted?

5A. Limit at-the-close orders, where a specific price is indicated, are not allowed. Firms may enter “short”
MOC orders.
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6Q. Should brokers in the Crowd give the specialist their orders prior to the final bell? How should
they be handled by the specialist?

6A. Yes. Brokers in the Crowd should give their orders to the specialist prior to the final bell to allow the
specialist to arrange a closing price. Such orders should be handled like “love” orders on the opening.

7Q. Can MOC orders be entered in the pilot stocks if “No imbalance” notice is published at 3:00 p.m.
or 3:30 p.m.?

7A. No MOC orders may be entered if a “no imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any stock index futures, stock index options or options on stock index futures.

8Q. While a specialist may not accept MOC after a “no imbalance” has been published may a $2
broker or house broker handle such an order?

8A. Firms should not be entering MOC orders in pilot stocks that have a “no imbalance” message published.
If a broker has such an order, the MOC requirement must be taken off.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 92-3

Click to open document in a browser

January 10, 1992

   TO: All Member and the Managing Partner/Chief Executive Officer and General Counsel of Each Member
Organization

SUBJECT: Amendments to Rules 600, 601, 609, 616, 625 and 627 concerning Arbitration

The Securities and Exchange Commission recently approved amendments to the arbitration rules that
will strengthen the Exchange arbitration procedures and will enhance the public's confidence in the
arbitration process. The amendments, among other things, will allow the Exchange to refer claims arising
out of transactions in a readily identifiable market to the forum for that market when claimant consents,
and codify Exchange practice of applying Simplified Arbitration Procedures to all claims under $10,000
without the demand of the customer or written consent of the parties. The amendments were approved by
the Commission on January 6, 1992 and apply to all arbitration activity conducted after that date. These
amendments are set forth in Exhibit A and are described below.

600. Rule 600

The amendment to Rule 600 will permit the Exchange to refer claims arising out of transactions in some other
readily identifiable market, to refer these claims to the arbitration forum for that market with the claimant's
consent.

601. Rule 601

The amendment to Rule 601 will codify the Exchange practice of applying Simplified Arbitration Procedures
to all claims under $10,000, involving public customers, without demand of the customer or written consent of
the parties, applying the discovery procedures to Simplified Arbitration and establishing a procedure for the
arbitrators to resolve discovery disputes in Simplified Arbitration.

609. Rule 609

The amendment to Rule 609 will clarify the time in which to exercise peremptory challenges. Any challenge
to an arbitrator, whether appointed pursuant to Rule 609(d) (Pre-Hearing Conference) or Rule 609 (Notice of
Selection of Arbitrators), must be made within five (5) business days of notification of the appointment of the
arbitrators. It will also specify that third-party respondents have one peremptory challenge.

616. Rule 616

The amendment to Rule 616 will clarify the procedure for when a part fails to appear. The arbitrators may
commence or proceed with any hearing, at which a party, after due notice, fails to appear.

625. Rule 625

The amendment to Rule 625 will require parties submitting amended pleadings to serve the pleadings to the
other parties and to provide the Exchange with sufficient copies for distribution to the arbitrators.

627. Rule 627

The amendment to Rule 627 will require that an award identify the names of counsel and the type of security
or product involved in the arbitration.

Rule 627(g) and (h)
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The amendment to Rules 627 (g) will consolidate Rules 627(g) and (h). The new Rule 627 (g) will require that
interest accrue on awards from the date of the award if the award is not pa4-d within the required 30-days
period, or if a motion to vacate has been unsuccessful.

* * * * * *

On April 1, 1991, the Exchange undertook, in conjunction with five (5) large Exchange member firms, a pilot
program to provide investors with access to the arbitration facilities of the American Arbitration Association
(“AAA”) notwithstanding that their arbitration agreements may list only SRO forums. This program was
initiated in response to the Securities and Exchange Commission's request, in May 1990, that the Exchange
adopt a rule which would require members to include a non self-regulatory organization (SRO) arbitral forum
as a choice for investors who enter into agreements to arbitrate. The Exchange supports the concept of
permitting customers to choose their arbitral forum and urges its members to permit investors to choose
between SRO and non-SRO forums.

Questions regarding the rules may be addressed to Robert S. Clemente, Director of Arbitration (212)
656-5608 or Harry Albirt, Manager-Arbitration (212) 656-2775.

James E. Buck

Senior Vice President

and

Secretary

A. Exhibit A

[ ] DELETED LANGUAGE

Underscored NEW LANGUAGE

Rule 600. ARBITRATION

* * * * * * * *

(c) Claims which arise out of transactions in a readily identifiable market may, with the consent of the
claimant, be referred to the arbitration forum for that market by the New York Stock Exchange, Inc.

Rule 601. SIMPLIFIED ARBITRATION

(a) Any dispute, claim or controversy, arising between a public customer(s) and an associated person or a
member subject to arbitration under this Code involving a dollar amount not exceeding $10,000 exclusive of
attendant costs and interest, shall [upon demand of the customer(s), or by written consent of the parties,] be
arbitrated as hereinafter provided.

* * * * * * * *

(d) The Director of Arbitration shall endeavor to serve promptly by mail or otherwise on the Respondent(s)
one (1) copy of the Submission Agreement and one (1) copy of the Statement of Claim. Within twenty (20)
calendar days from the receipt of the Statement of Claim, Respondent(s) shall serve each party with an
executed Submission Agreement and a copy of Respondent's Answer. Respondent's executed Submission
Agreement and Answer shall also be filed with the Director of Arbitration with sufficient additional copies
for the Arbitrator(s) along with any deposit required under the schedule of fees [for customer disputes].
The Answer shall designate all available defenses to the Claim and may set forth any related Counterclaim
and/or related Third Party Claim the Respondent(s) may have against the Claimant or any other person.
If the Respondent(s) has interposed a Third Party Claim, the Respondent(s) shall serve the Third Party
[Claim] Respondent with an executed Submission Agreement, a copy of Respondent's answer containing the
Third Party Claim, and a copy of the original Claim filed by the Claimant. The Third Party Respondent shall
respond in the manner herein provided for [the] response to the Claim. If the Respondent(s) files a related
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Counterclaim exceeding $10,000, the Arbitrator may refer the Claim, Counterclaim and/or Third Party Claim,
if any, to a panel of [no less than] three (3) arbitrators in accordance with Rule 607 of this Code, or[,] he may
dismiss the Counterclaim and/or Third Party Claim, without prejudice to the counterclaimants and/or third
party claimants pursuing the Counterclaim and/or Third Party Claim in a separate proceeding. The costs to
the Claimant under either proceeding shall in no event exceed the total amount specified in Rule 629.

* * * * * * * *

(h)

(i) The arbitrator shall be authorized to require the submission of further documentary evidence as he, in his
sole discretion deems advisable.

(ii) If a hearing is demanded or consented to in accordance with section 601(f), the General Provision
Governing a Pre-Hearing Proceeding under Rule 619 shall apply.

(iii) If no hearing is demanded or consented to, all requests for document production shall be submitted in
writing to the Director of Arbitration within ten (10) business days of notification of the identity of the arbitrator
selected to decide the case. The requesting party shall serve simultaneously its requests for document
production on all parties. Any response or objection to the requested document production shall be served on
all parties and filed with the Director of Arbitration within five (5) business days of receipt of the requests for
production. The selected arbitrator shall resolve all requests under this section on the papers submitted.

609. Rule 609. PEREMPTORY CHALLENGE

In any arbitration proceeding, each party shall have the right to one peremptory challenge. In arbitrations
where there are multiple claimants, respondents and/or third party respondents, the claimants shall have one
peremptory challenge, the respondents shall have one peremptory challenge and the third-party respondents
shall have one peremptory challenge, unless the Director of Arbitration determines that the interests of
justice would be best served by awarding additional peremptory challenges. Unless extended by the Director
of Arbitration, a party wishing to exercise a peremptory challenge must do so by notifying the Director of
Arbitration in writing within five (5) business days of notification of the identity of the person (s) named o/ oo
INSERT under Rule 619(d), (e) or Rule 608 whichever comes first. [to the panel]. There shall be unlimited
challenges for cause.

616. Rule 616. FAILURE TO APPEAR

If any of the parties, after due notice, fails to appear at a hearing or at any continuation of a [any adjourned)
hearing session, the arbitrators may, in their discretion, proceed with the arbitration of the controversy. In
such cases, all awards shall be rendered as if each party had entered an appearance in the matter submitted.

625. Rule 625. AMENDMENTS

(a) After the filing of any pleadings, if a party desires to file a new or different pleading, such change must be
made in writing and filed with the Director of Arbitration with sufficient additional copies for each arbitrator.
[The Director of Arbitration shall endeavor to serve promptly by mail or otherwise upon all other parties a
copy of said change.] The party filing a new or different pleading shall serve on all other parties, a copy of the
new or different pleading in accordance with the provisions set forth in Rule 612(b). The other parties may,
within ten (10) business days from receipt of service, file a response with all other parties and the Director of
Arbitration in accordance with Rule 612(b).

627. Rule 627. AWARDS

* * * * * * * *

(e) The award shall contain the name of the parties, the name(s) of counsel, if any, a summary of the issues
o/oo ISSUE, including the type(s) of any security or product, in controversy, the damages and/or other relief
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awarded, a statement of any other issues resolved, the names of the arbitrators, the date the claim was filed
and the award rendered, the number and dates of hearing sessions, the location of the hearing, and the
signatures of the arbitrators concurring in the award.

* * * * * * * *

(g) [In addition, arbitrators may award interest as they deem appropriate. All awards shall bear interest from
the date of the award until payment at the legal rate, if any, then prevailing in the state where the award was
rendered, or at a rate set by the arbitrator(s) in the award.] All monetary awards shall be paid within thirty
(30)days of receipt unless a motion to vacate has been filed with a court of competent jurisdiction. An award
shall bear interest from the date of the award: (i) if not paid within thirty (30) days of receipt, (ii) if the award is
the subject of a motion to vacate which is denied, or (iii) as specified by the arbitrator(s) in the award. Interest
shall be assessed at the legal rate, if any, then prevailing in the state where the award was rendered, or at a
rate set by the arbitrator(s).

[(h) All monetary awards shall be paid within thirty (30) days of receipt unless a motion to vacate has been
filed with a court of competent jurisdiction.]

B. Exhibit B

SECURITIES AND EXCHANGE COMMISSION

(Release No. 34-30253; File No. SR-NYSE-91-37)

January 6, 1992

Self-Regulatory Organizations; New York Stock Exchange, Inc.; Order Approving Proposed Rule Change
Relating to Amendments to Arbitration Procedures.

I. I. Introduction

On October 24, 1991, the New York Stock Exchange, Inc. (“NYSE” or “Exchange”) submitted to the Securities
and Exchange Commission (“Commission”), pursuant to Section 19 (b) (1) of the Securities Exchange

Act of 1934 (“Act”) 1   and Rule 19b-4 thereunder, 2   a proposed rule change designed to amend certain
of the Exchange's series of rules that govern the administration of its arbitration forum. The NYSE states
that the proposed rule change is based for the most part on proposals developed by the securities industry
Conference on Arbitration.

The proposed rule change was noticed in securities Exchange Act Release No. 29975 (November 21, 1991),
56 FR 60142 (November 27, 1991). No comments were received on the proposal.

II. Description of the Proposal

1. Rule 600: General Provisions Governing Arbitration

The NYSE proposes to adopt Rule 600(c) to provide that arbitration claim which arise out of a readily
identifiable market may, with the consent of the claimant, be referred to the arbitration forum for that market
by the NYSE. The NYSE states that the purpose of this amendment is to provide for a more efficient
allocation of claims among the various self-regulatory organizations (“SROs”).

2. Rule 601: Simplified Arbitration

The NYSE proposes several amendments to its rules governing simplified arbitration proceedings. First,
the NYSE proposes to amend Rule 601(a) to codify the practice of the Exchange in applying simplified
arbitration procedures to claims under $10,000 without the demand or written request of the customer. In
addition, the proposed amendment to Rule 601(d) would clarify the respondent's responsibilities for the
service of documents in simplified arbitration proceedings. The current rule provides that if a respondent
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raises a third party claim, the respondent shall serve the third party claim and a copy of the original claim filed
by the claimant. As amended, Rule 601(d) would require that if a respondent has raised a third party claim,
the respondent shall serve the third party respondent with an executed Submission Agreement and a copy
of respondent's answer containing the third party claim as well as a copy of the original claim filed by the
claimant.

The NYSE also proposes to amend its Rule 601(h) to adopt two provisions governing discovery in simplified
arbitration proceedings. New Rule 601 (h) (ii) would codify the applicability of the Exchange's current
discovery procedures, as set forth in NYSE Rule 619, to simplified arbitrations when a public customer
demands a hearing. New Rule 601(h)(iii) would establish a procedure by which an arbitrator may resolve
discovery disputes over the production of documents in simplified arbitrations where no hearing has been
demanded. Specifically, proposed Rule 601(h)(iii) would provide that all requests for document production be
submitted to the Director of Arbitration within ten business days of notification of the identity of the arbitrator
selected to decide the case. The requesting party also would serve simultaneously its requests for document
production on all parties. The rule would require that any response or objection to the request for document
production be served on all parties and with the Director of Arbitration within five business days of receipt of
the request for production. Finally, the rule would require that the selected arbitrator resolve all requests for
document production on the papers submitted.

3. Rule 609. Peremptory Challenge

The NYSE proposes to amend Rule 609, governing peremptory challenges in an arbitration proceeding,
to specify when a party may exercise a peremptory challenge. The current rule requires that a party who
wishes to exercise a peremptory challenge must notify the Director of Arbitration in writing within five business
days of notification of the identity of persons named to the panel, unless this time period is extended by
the Director of Arbitration. Amended Rule 609 would provide that, unless this time period is extended by
the Director of Arbitration, a party who wishes to exercise a peremptory challenge must follow the above
procedures within five business days of notification of the identity of the persons named under Rule 619(d),
Pre-hearing Conference, Rule 619(e), Decisions by Selected Arbitrator, or Rule 608, Notice of Selection of
Arbitrators, whichever occurs first.

4. Rule 616: Failure to Appear

The NYSE proposes to amend Rule 616 to clarify the authority of arbitrators to proceed with an arb itration
when a party fails to appear at a hearing. The current rule permits arbitrators, in their discretion, to proceed
with an arbitration if any of the parties, after due notice, fails to appear at a hearing, or any adjourned hearing
session. Amended Rule 616 would delete the reference to any adjourned hearing session and clarify that the
arbitrators also may proceed with an arbitration under this rule when a party fails to appear at the continuation
of a hearing session.

5. Rule 625: Amendments

The NYSE proposes to amend Rule 625 (a) to require that parties submitting amended pleadings provide
the Director of Arbitration with sufficient additional copies of the amended pleadings for each arbitrator.
Current Rule 625 (a) requires that the Director of Arbitration serve all parties with amended pleadings. The
NYSE proposes to require parties filing a new or different pleading to serve directly all other parties with
the amended pleading in accordance with Rule 612(b), service and Filing with the Director of Arbitration. In
addition, amended Rule 625(a) would require the parties answering amended pleadings to serve directly all
other parties and the Director of Arbitration with their responsive pleadings in accordance with Rule 612(b).
The NYSE states that the proposed amendments to Rule 625 would conserve arbitral resources and shorten
the time required by the pleadings stage by requiring the parties to serve amended pleadings.

6. Rule 627: Awards
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The NYSE proposes to amend Rule 627(e) to require that an arbitration award include, in addition to the
information required by the current rule, the names of counsel representing the parties and the type of
product or security involved in the arbitration. The NYSE also proposes to amend Rule 627(g) to consolidate
current Rules 627(g) and (h) and to clarify when interest is payable on an award. The current rule provides
that arbitrators may award interest as they deem appropriate. The rule also provides that all awards shall bear
interest from the date of the award until payment. Amended Rule 627(g) would continue to require payment
of awards within thirty days of receipt unless a motion to vacate has been filed with a court of competent
jurisdiction. The proposed rule change, however, would revise the rule's current requirement for payment of
interest on awards from the date of the award. The rule would provide that an award shall bear interest from
the date of the award if: (1) the award is not paid within thirty days of receipt; (2) the award is the subject of a
motion to vacate which is denied; or (3) the arbitrators otherwise so specify in the award,

III. Discussion and Conclusion

The Commission has considered carefully the NYSE's proposed rule change and finds that the proposed
rule change is consistent with the requirements of the Act and the rules and regulations thereunder and, in

particular, with the requirements of Section 6(b) (5) of the Act. 3   Section 6 (b) (5) of the Act requires that an
exchange have rules that are designed to prevent fraudulent and manipulative acts and practices, to promote
just and equitable principles of trade, and to protect investors and the public interest. The Commission
believes that because these rules will aid in the just resolution of disputes between investors and broker-
dealers, the proposal should further the objectives of Section 6(b)(5) of the Act. The Commission also
believes, for the reasons set forth below, that the proposed rule change significantly advances the public
interest in Exchange arbitrations and should improve the speed and efficiency of the arbitration process, while
at the sane time maintaining the traditional qualities of arbitration.

More specifically, the Commission believes that the proposed amendment to Rule 600, which will permit the
NYSE to refer, with the claimant's consent, arbitration claims which arise in a readily identifiable market to
the arbitration forum for that market should provide for a more efficient allocation of claims among the various
SROS. This, in turn, should result in a more efficient allocation of the Exchange's arbitration resources and a
more timely resolution of the parties' disputes.

The Commission believes that the proposed amendments to Rule 603, Simplified Arbitration, should improve
the procedures for administering arbitration cases involving small claims. The proposed amendment to
Rule 601(a) simply codifies the NYSE's practice of applying simplified arbitration procedures to claim
under $10,000 without the demand or written request of the customer. The NYSE's formal adoption of this
practice as a rule of the Exchange should clarify application of the rule and provide notice to the parties of
the automatic application of the simplified arbitration procedures to cases involving small claims. Similarly,
the proposed amendment to Rule 601(d) would clarify the respondent's responsibilities for the service of
documents in the event that the respondent raises a third party claim and would require that the respondent,
rather than the Exchange, serve the third party respondent with the executed Submission Agreement
and other documents required by the rule. The proposal, therefore, should save administrative time and
costs while continuing to ensure that third party respondents receive adequate notice of,the institution of
the arbitration proceedings. Finally, the proposed adoption of Rule 601(h)(ii), governing discovery when a
public customer demands a hearing, and Rule 601(h)(iii), governing discovery where no hearing has been
demanded, should assist in the early resolution of discovery disputes and encourage the efficient resolution of
cases on their merits.

The Commission also believes that the proposed amendment to Rule 609, Peremptory Challenge, should
clarify the time requirements for the exercise of peremptory challenges in arbitration proceedings. Because
amended Rule 609 would provide that parties who wish to exercise peremptory challenges must follow
the procedures set forth in the rule following the notification of persons named under NYSE Rule 619(d),
Pre-hearing Conference, Rule 619(e), Decisions by Selected Arbitrator, or Rule 608, Notice of Selection of
Arbitrator, whichever occurs first, the proposal should provide parties with clear guidelines regarding The time
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limitations applicable to peremptory challenges. As a result, the proposed rule change should contribute to
the prompt resolution of the parties' disputes.

Moreover, the Commission believes that the proposed amendments to Rule 611-0, Failure to Appear, and
Rule 625(a), Amendments, should improve the efficiency and speed of arbitration. Because the amendment
to Rule 616 would clarify the authority of arbitrators to proceed with an arbitration if a party, after due
notice, fails to appear at the continuation of a hearing session, the proposal should eliminate unnecessary
delays in the arbitration proceedings and should assist in the prompt resolution of arbitration claims. The
Commission believes that the proposed amendments to Rule 625(a), which would revise the procedures for
the submission and service of amended pleadings, should save administrative time and costs and continue to
ensure that all parties to an arbitration receive prompt notice of the amended pleadings.

The Commission believes that the proposed amendment to Rule 627(e), Awards, should enhance investor
participation in the arbitration system by increasing public access to information regarding prior arbitration
decisions. Proposed Rule 627(e) would expand the content of arbitration awards to include the names of
counsel representing the parties and the type of product or security involved in the arbitration. As a result,
the Commission believes that Rule 627(e) should afford more public access to information regarding the
arbitration process and advance the utility of arbitration awards for public investors.

The Commission also believes the proposed amendments to Rule 627(g), which governs the payment
of interest on awards, should improve the procedures for administering arbitration proceedings. Because
the proposal generally would require the payment of awards within thirty days of receipt of the award, the
proposal is designed to allow a reasonable period of time for administrative processing of award payments
without the payment of interest. At the same time, the proposal should provide an incentive for the paying
party to comply with the payment of the award within thirty days. As a result, the Commission believes that
the proposal should encourage prompt payment of arbitration awards and increase investor confidence in the
arbitration process.

The Commission also believes that it is appropriate for the rule to continue to require that all monetary
awards be paid within thirty days of receipt unless a motion to vacate has been filed with a court of competent
jurisdiction. This provision should preserve the paying party's ability to seek review of the award in court while
postponing temporarily the payment of that award under the requirements of the NYSE's rule. Conversely,
because the proposal provides that an award shall bear interest from the date of the arbitration award if the
award was the subject of a motion to vacate that is denied by a court, the proposal should help to protect the
payee's interest in the receipt of an arbitration award without unreasonable or unjustifiable delay.

Finally, the Commission believe that it is appropriate to allow arbitrators discretion in awarding interest on the
payment of awards from the date of the award. This provision should help the arbitrators to design an award
that fully, fairly and promptly compensates a party for economic damages incurred.

For these reasons, the Commission finds that the NYSE's proposed amendments to its arbitration rules
appropriately balance the need to strengthen investor confidence in the NYSE's arbitration system with
the need to maintain arbitration as a form of dispute resolution that provides for the equitable and efficient
administration of justice in a manner consistent with Section 6 (b) (5) of the Act.

IT THEREFORE IS ORDERED, pursuant to Section 19(b)(2) of the Act, 4   that the proposed rule change is
approved.

For the Commission, by the Division of Market Regulation, pursuant to delegated authority. 5 

Jonathan G. Katz

Secretary

Copyright 2019, NYSE Group, Inc. All rights reserved.
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NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  15 U.S.C. 78s(b) (i) (1988).
2  17 CFR 240.19b-4 (1990).
3  15 U.S.C. 78f (b) (5) (1988).
4  15 U.S.C. 78a(b)(2) (1988).
5  17 CFR 200.30-3(a)(12) (1990).

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

277

http://prod.resource.cch.com/resource/scion/citation/pit/17CFR240.19b-4/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/17CFR200.30-3%28a%29%2812%29/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 91-52

Click to open document in a browser

December 13, 1991

  

Market Surveillance

MOC ORDERS PERTAINING TO INDEX STRATEGIES MUST BE IN BY 3 PM SEE PAGES 3 and 4 FOR
PROCEDURES

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Procedures for Handling Market-on-Close Orders on
December 20, 1991 (“Expiration Friday”)

Members and member organizations are reminded that auxiliary opening and closing procedures for
expiration Friday will be implemented on expiration Friday, December 20, 1991, as indicated below. The SEC
has formally approved the extension of the pilot through October 1992 .

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
Products. This exemption from Rule 80A applies only on each month's expiration Friday.

1. OPENING PROCEDURES

Several auxiliary procedures are necessary to integrate stock orders relating to expiring contracts into
NYSE's opening procedures in a manner that assures an efficient market opening in each stock as close to
9:30 a.m. as possible. The auxiliary opening procedures applicable on December 20, 1991 are:

1. Order Entry

Stock orders relating to index contracts whose settlement pricing is based upon the December 20, 1991
opening prices must be received by SuperDot or by the specialist by 9:00 a.m.

- These orders may be cancelled or reduced in size. 1 

- Stock orders relating to index contracts whose settlement pricing is not based upon the,December 20
opening prices may be entered after 9:00 a.m.

To facilitate early order entry, SuperDot (1) will begin accepting orders at 7:30 a.m. and (2) will accept market
orders of 30,099 shares or less.

“Limit-at-the-opening” (“limit OPG”) orders are permitted, including delivery through Exchange systems.

- Ordinary limit orders may also be entered.

2. Order Identification

Stock orders relating to opening-price settling contracts must be identified “OPG.”

- Firms entering these orders through SuperDot, but unable to identify orders as “OPG”, may use a unique
branch code or firm identifier (mnemonic) to identify these orders. The NYSE Market Surveillance Division (11
Wall Street, 11th Floor) must be advised of the branch code or identifier by December 23, 1991.
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- Firms unable to identify these orders in either way, and firms not using SuperDot, must submit a list of all
these orders and related details to the NYSE Market Surveillance Division by December 23, 1991.

3. Dissemination of Order Imbalances

For any of the pilot stocks (list attached) having a market order imbalance of 50,000 shares or more at
9:00 a.m., the NYSE will disseminate the size of the order imbalance via the low-speed ticker and the news
services as promptly as practicable after 9:00 a.m.

4. Dissemination of Indications

Except for the auxiliary procedures described above, all stocks, including the pilot stocks, are subject to the
regular NYSE opening procedures, including price indications where a substantial price change is anticipated.
Dissemination of an indication is mandatory for an opening which will result in a price change constituting
the lesser of 10% or three points from the prior NYSE close, or five points if the previous close is $100 or
higher, unless the price change is less than one point. Fifteen minutes must elapse between a first indication
and a stock's opening. However, when more than one indication is necessary, a stock may open (1) five
minutes after the last indication when it overlaps the prior indication (e.g., 51 - 53 overlaps 50 - 52, but does
not overlap 53 - 55) and (2) ten minutes after the last indication when it does not overlap the prior indication,
provided that 15 minutes must have elapsed from the dissemination of the first indication.

2. PROCEDURES RELATING TO THE CLOSE

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. Applicable MOC orders
are those relating to a strategy involving any stock index futures, stock index options, or options on stock
index futures, in the pilot stocks. These procedures have been filed as a rule with the SEC.

The cut-off time is 3:00 p.m. for the entry of MOC orders that relate to a strategy including any stock index
futures, stock index options or options on stock index futures in the pilot stocks. These closing procedures will
again be implemented with the December 20, 1991 expiration.

1. Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

2. Pilot Stocks

For the purpose of facilitating the publication of any significant order imbalance in one of the pilot stocks (see
attached list), you must as stated above, enter all MOC orders, in positions relating to a strategy involving any
stock index futures, stock index options, or options on stock index futures, by 3:00 p.m. eastern time. It should
be noted that, pursuant to Rule 13, an order for execution at the close may only be entered for execution at-
the-market; “limit-at-the-close” orders are not permitted.

As soon as possible after 3:00 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:00 p.m. in those pilot stocks. Additionally, as soon as possible after
3:30 p.m. the Exchange will again publish on the tape any imbalance of MOC orders of 50,000 shares or
more that existed at 3:30 p.m. For those pilot stocks that had imbalance notices published at 3:00 p.m. and
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there is no imbalance of 50,000 shores or more at 3:30 p.m., the Exchange will publish a “No Imbalance”
message. If a pilot stock does not have an imbalance message printed at 3:00 p.m., no MOC orders will
be permitted in that stock unless, at 3:30 p.m., due to cancellations, a 50,000 share or more imbalance is
published. If that occurs, MOC orders will be permitted to offset the imbalance published at 3:30 p.m. If a “No
Imbalance” notice is published in a pilot stock at 3:30 p.m., no MOC orders will be permitted. While MOC
orders previously entered may be cancelled or reduced in size, once such publication has been made, any
MOC orders subsequently entered will be accepted only to trade on the opposite side of the market in relation
to such published imbalance. The liquidation of positions relating to a strategy involving any stock index
futures, stock index options, or options on stock index futures using MOC orders entered after 3:00 p.m. is not
permitted, even if such orders might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:30,p.m. may not reflect the imbalance that exists at the close.

These procedures relate only to the pilot stocks. Regular procedures will apply to all other listed securities.

3. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of boy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of se ll MOC orders, they may be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

4. “G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

5. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a)(2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.
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Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
David Leibowitz at (212) 656-4588.

Robert J. McSweeney

Senior Vice President

                                     

Attachments

                

3. Expiration Friday Pilot Stocks - December 20, 1991

ABT                ABBOTT LABORATORIES

AXP                AMERICAN EXPRESS COMPANY

AHP                AMERICAN HOME PRODUCTS CORPORATION

AIG                AMERICAN INTERNATIONAL GROUP INC.

T                  AMERICAN TELEPHONE AND TELEGRAPH

AIT                AMERITECH

AN                 AMOCO CORPORATION

BUD                ANHEUSER BUSCH COMPANIES INC.

ARC                ATLANTIC RICHFIELD COMPANY

BEL                BELL ATLANTIC CORPORATION
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BLS                BELL SOUTH CORPORATION

BA                 BOEING COMPANY

BMY                BRISTOL MYERS COMPANY

CHV                CHEVRON CORPORATION

KO                 COCA COLA COMPANY

DOW                DOW CHEMICAL COMPANY

DD                 DU PONT COMPANY

EK                 EASTMAN KODAK COMPANY

LLY                ELI LILLY AND COMPANY

XON                EXXON CORPORATION

FNM                FEDERAL NATIONAL MORTGAGE ASSOCIATION

F                  FORD MOTOR COMPANY

GE                 GENERAL ELECTRIC COMPANY

GM                 GENERAL MOTORS CORPORATION

GTE                GTE CORPORATION

HWP                HEWLETT-PACKARD COMPANY
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IBM                INTERNATIONAL BUSINESS MACHINES CORP.

IP                 INTERNATIONAL PAPER COMPANY

JNJ                JOHNSON AND JOHNSON

K                  KELLOGG COMPANY

MCD                MCDONALDS CORPORATION

MRK                MERCK AND COMPANY INC.

MMM                MINNESOTA MINING AND MANUFACTURING

MOB                MOBIL CORPORATION

NYN                NYNEX CORPORATION

PAC                PACIFIC TELESIS GROUP

PEP                PEPSICO INC.

PFE                PFIZER INC.

MO                 PHILIP MORRIS COS. INC. HOLDING CO.

PG                 PROCTER AND GAMBLE COMPANY

RD                 ROYAL DUTCH PETROLEUM COMPANY

SGP                SCHERING PLOUGH CORP.
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SLB                SCHLUMBERGER LTD.

S                  SEARS ROEBUCK AND COMPANY

SBC                SOUTHWESTERN BELL CORPORATION

TX                 TEXACO INC.

UN                 UNILEVER N.V. ADRS

USW                U.S. WEST INC.

WMT                WAL MART STORES INC.

DIS                WALT DISNEY COMPANY

WMX                WASTE MANAGEMENT INC.

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of September 20,
1991, and the 20 Major Market Index stocks.

4. MEMORANDUM

Date: December 17, 1991

To: All Floor Members

From: Floor official Education

Subject: Frequently Asked Questions About “Expiration Friday” Openings and Market-on-Close (MOC)
Orders

1. Openings

1Q. Can “limit at the opening” (“limit OPG”) orders be entered in the stocks that are not among the
stocks included in the pilot?

1A. “Limit OPG” orders are now permitted on expiration Friday. Unexecuted “limit OPG” orders are cancelled
after the opening transaction. “Limit-at-the-close” orders are not permitted at any time.

2Q. When can specialists obtain an OARS status request?

2A. At any time after 7:30 a.m., in any stock. (Specialists should review OARS inquiry, freeze and opening
procedures to avoid problems.)

3Q. Must specialists wait until 9:27 a.m. to start the ITS pre-opening application?
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3A. No. ITS Pre-Opening notifications may be issued beginning at 9:00 a.m.

4Q. Are “G” orders to sell short at the market handled differently at the opening then at the close on
expiration day?

4A. Yes, “G” short market orders are covered by two different procedures. At the opening they are handled
as they are on any other day. “G” short market orders must yield to all public limit orders at the lowest valid
short tick. At any higher price the “G” shorts need not yield. At the close, “G” market shorts must yield to all
limit orders at the sale price, even if that price is higher than the first valid short tick.

5Q. How should specialists and Floor Officials handle requests to “hold the opening” in the pilot
stocks?

5A. The Exchange has added auxiliary and early procedures with the express purpose of providing a prompt
opening in all stocks, not just the 50 pilot stocks. Brokers should be told to have their opening interest
represented by 9:30 a.m., and assuming adequate pricing information re: substantial disparity from the close,
all stocks should be opened as quickly after 9:30 as possible.

2. MOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. If there was no MOC imbalance of 50,000 or more shares in a pilot stock at 3 p.m., but due to
MOC order cancellations, an imbalance of 50,000 or more shares exists at 3:30 p.m., should it be
disseminated?

2A. Yes. Subsequently, contra side MOC orders may be entered.

3Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

3A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

1. Example #1 200,000 buy MOC

50,000 sell MOC

50,000 sell plus MOC

25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000 - S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

2. Example # . 100,000 sell MOC

50,000 buy MOC

25,000 buy minus MOC

25,000 sell plus MOC
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In the example #2, the MOC imbalance is 50,000 to sell (S 100,000 - B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

4Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4- 1/2 - last sale 20 3/8

4A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus or sell
short order would go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the
other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus or
sell short order would go ahead of the 20 1/2 limit sell orders on the book because it should be treated like a
market order. Similarly, a market-on-close buy minus order would be treated as a limit order if the last sale
was on a “plus” or “zero plus”, going behind any buy orders limited at 20 1/4. If the last sale was on a “minus”
or “zero minus” tick, the market-on-close buy minus order would be treated as a market order and executed
ahead of 20 1/4 limit buy orders on the book.

5Q. Are limit at-the-close or MOC “short” at-the-close orders permitted?

5A. Limit at-the-close orders, where a specific price is indicated, are not allowed. Firms may enter “short”
MOC orders.

6Q. Should brokers in the Crowd give the specialist their orders prior to the final bell? How should
they be handled by the specialist?

6A. Yes. Brokers in the Crowd should give their orders to the specialist prior to the final bell to allow the
specialist to arrange a closing price. Such orders should be handled like “love” orders on the opening.

7Q. Can MOC orders be entered in the pilot stocks if “No imbalance” notice is published at 3:00 p.m.
or 3:30 p.m.?

7A. No MOC orders may be entered if a “no imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any stock index futures, stock index options or options on stock index futures.

8Q. While a specialist may not accept MOC after a “no imbalance” has been published may a $2
broker or house broker handle such an order?

8A. Firms should not be entering MOC orders in pilot stocks that have a “no imbalance” message published.
If a broker has such an order, the MOC requirement must be taken off.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 91-53

Click to open document in a browser

December 13, 1991

  

Member Firm Regulation

PLEASE ROUTE TO CREDIT, COMPLIANCE, FINANCIAL, OPERATIONS P&S, TRADING AND UNDERWRITING
DEPARTMENT

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: MANAGING PARTNER/CHIEF EXECUTIVE OFFICER AND SUBSCRIBERS

SUBJECT: BRITISH TELECOMMUNICATIONS PLC AMERICAN DEPOSITARY SHARES - NYSE, SEC
AND FRB REQUIREMENTS AND GUIDELINES

1. The underwriting of British Telecommunications plc, American Depositary Shares (“ADS”) is scheduled,
subject to effectiveness of registration under the Securities Act of 1933, on or about December 9, 1991. As
indicated in the preliminary prospectus dated November 21, 1991:

- Upon full payment of the purchase price plus amounts in respect of UK stamp duty reserve tax applicable
only to the second and final installments (currently 1 1/2% of each installment), each American Depositary
Share will represent ten Ordinary Shares of British Telecommunications plc. The first installment will also
include an additional amount (the “settlement amount”) payable because the settlement date for U.S.
investors is later than that for other investors in the International Tender Offer.

- Prior to full payment, the American Depositary Shares will be represented by Interim American Depositary
Shares (Interim ADSs), which will be evidenced by American Depositary Receipts in interim form (Interim
ADRs). Upon full payment, they will be evidenced by American Depositary Receipts (ADRs) in final form.

- Interim ADSs are expected to begin trading “Regular Way” on the Exchange on December 9, 1991.

- The ADSs are offered at a price payable in three installments. The first installment, due upon delivery, will
be at a U.S. dollar equivalent of 12.5 British pounds sterling per ADS (the equivalent of U.S. $22.59 at a
conversion rate of $1.8068) plus the settlement amount of $.03 per ADS. The second installment due on July
7, 1992 will be a U.S. dollar equivalent of 12.00 British pounds sterling and the final installment due on March
2, 1993 will be a U.S. dollar equivalent of 10.5 British pounds sterling.

- Holders of the Interim ADSs/ADRs are responsible for payment of the second and final installments plus
amounts in respect of UK stamp duty reserve tax (currently 1 1/2% of each installment)

Member organizations should review their operations and systems and coordinate with NSCC, DTC and
Morgan Guaranty Trust Company, N.Y., the “Depositary”, to assure themselves that the Interim ADSs are
processed appropriately.

In view of some of the unique aspects of this offering, the Exchange wishes to advise member organizations
of certain special requirements which have been adopted as well as reiterate applicable existing regulations.

2. Margin Requirements * 

1. Federal Reserve Board Regulation T - In accordance with Regulation T, any security that is registered
on or has unlisted trading privileges on a national securities exchange is a “margin security” and may be
purchased or carried in a margin account. The margin required on a “margin security” is 50% of the current
market value.
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Since the ADSs will be listed and traded on the Exchange, they are eligible for margin privileges. However,
members of the underwriting and selling group, under Section 11(d) (1) of the Securities Exchange Act of
1934, are subject to certain restrictions before they can extend credit on the ADSs (see discussion below).

2. New York Stock Exchange Rule 431 - The Exchange Rule 431 initial and maintenance margin
requirements for customers are: 25% of the current market value of all ADSs “long” in the account; $5
per ADS or 30% of the current market value of the ADS, whichever is greater, of each ADS “short” in the
account selling at $5 per ADS or above; and $2.50 per ADS or 100% of the current market value of the ADS,
whichever is greater, of each ADS “short” in the account selling at less than $5 per ADS. In addition, on new
transactions, the Rule requires a minimum equity in margin accounts of at least $2,000, except that cash
need not be deposited in excess of the cost of any ADS purchased.

The Exchange has determined that the ADSs shall be subject to the above existing maintenance
requirements. However, the Exchange will closely monitor the market activity and price volatility of the ADSs
and, if appropriate, impose higher requirements as permitted under Rule 431(b).

Member organizations should also closely monitor activity in the ADSs with a view toward imposing higher
“house” maintenance requirements, when appropriate, in order to maintain sufficient equity in customer's
margin accounts because of the installment payment method of ADSs.

3. Securities Exchange Act of 1934, Section 11(d) - This provision prohibits a person who is both a broker
and a dealer from extending credit to a customer on any security which is part of a new issue where the
broker-dealer is a member of a selling syndicate or underwriting group for such new issue. In addition to
prohibiting the extension of credit in connection with the original sale of the security, the Section prohibits the
security from being used as collateral in connection with other transactions between the customer and such
broker-dealer. These prohibitions shall be in effect for 30 days commencing as follows:

Selling group participants - from the date on which the broker-dealer completes its distribution.

Underwriters - from the date when both the distribution is completed and the underwriting agreement is
terminated.

4. SEC Capital and Reserve Formula Requirements

Due to the unusual aspects of the offering, the Securities and Exchange Commission has approved special
Capital, Reserve Formula and Custody and Control of Securities requirements until March 9, 1991 as outlined
below.

5. Capital Requirements (SEA Rule 15c3-1)

1. Proprietary Positions - Member organizations computing net capital under the basic or alternative methods
will be subject to a net capital charge equal to 15% of the sum of the market value of the Interim ADSs plus
the estimated contractual liability (based on prevailing exchange rates) for any unpaid installments. For
example, if after payment of the second installment, the Interim ADSs are selling at $44.30, the deduction
under the basic and alternative methods would be $44.30+$18.97 (hypothetical cost of final installment)×.15=
$9.4905 per Interim ADS.

2. Underwriting Positions - Underwriters shall be subject to a capital charge equal to 15% of the total offering
price (based upon prevailing exchange rates) on the day registration of the Interim ADSs becomes effective
(e.g. an offering price based on an exchange rate of $1.80, would be the equivalent of $22.50 per Interim
ADS, with an initial offering price of 12.5 British pounds sterling, and would result in a charge of $3.375 per
Interim ADS). This charge would apply to member organizations computing net capital under the basic or
alternative method. The initial capital charge on the total offering subsequently can be reduced to the extent
that sales are confirmed to customers.

3. Reserve Formula (SEA Rule 15c3-3) - Ledger credits and adequately secured debits relating to customers'
transactions in the ADSs are to be included in the Formula Computation. For example, in December
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1991, ledger debits and credits relating to the first Interim ADSs must be included in the Reserve Formula
Computations. When the second Interim and final ADSs are traded regular way in July 1992 and March
1993, respectively, ledger debits and credits relating to those ADSs must be included in the Reserve Formula
Computation.

4. Custody and Control of Securities (SEA Rule 15c3-3), - The adjusted ledger debit used for the purpose of
calculating the value of excess margin securities based on 140% should not include the liability to pay the
second and third installments respectively until the second Interim or final ADSs, as the case may be, are
traded regular way.

6. Operational Procedures

The Exchange will monitor the operational aspects of the offering within member organizations and the
clearing agencies and, if necessary, implement any special procedures or reporting mechanisms that may be
appropriate.

7. Disclosure of Customer's Liability

Member organizations should take extraordinary measures to insure that customers are aware of the
installment nature of payment for the ADSs, and the obligation of the holder of Interim ADRs to make
payment of future installments. Pursuant to Rule 401 (Business Conduct) members and member
organizations shall, at a minimum, make appropriate disclosure to all customers who purchase Interim ADSs
of the remaining installments and the amounts payable in U.S. dollars at the then prevailing exchange rate.
Such disclosure must be made at or before the completion of the transaction:

1) as part of the trade confirmation (either by imprinting or stamping) or

2) as separate notification (which must accompany the trade confirmation).

The Exchange suggests the following language be imprinted on trade confirmations. The language
necessarily is abbreviated due to limitations of available space on, and computer processing of,
confirmations.

FOR FIRST INTERIM ADSs

BUYER ASSUMES OBLIG TO PAY 2D INSTL OF 12.00 PDS. STLG. EACH PLUS UK TAX

FOR SECOND INTERIM ADSs

BUYER ASSUMES OBLIG TO PAY FINAL INSTL OF 10.5 PDS. STLG. PLUS UK TAX

Member organizations that stamp confirmations or Use a separate notification for disclosure will be expected
to use language less abbreviated than that suggested above.

The Exchange suggests that after each purchase of Interim ADSs, the first monthly statement of account sent
to customers, or a separate notice sent at or about the same time, should fully disclose: 1) the customer's
liability for, and the amount of, remaining installments payable in U.S. dollars at the then prevailing exchange
rate into British pounds sterling, and 2) that their position in Interim ADSs may be liquidated in the event
of non-payment of the remaining installments. Members and member organizations are also encouraged
to send such disclosures with all monthly statements sent to customers so long as the customer owns the
security.

Members and member organizations should consult with their counsel on the exact disclosure language to be
used and the manner in which that disclosure should be made.

Members and member organizations should also hold educational seminars and/or distribute appropriate
written materials to sales personnel prior to the effective date of the offering in order to insure their familiarity
with the unusual nature of the offering.

* * *
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MEMBER ORGANIZATIONS SHOULD REVIEW CAREFULLY THE PRELIMINARY PROSPECTUS DATED
NOVEMBER 21, 1991 AND THE FINAL PROSPECTUS.

* * *

Questions regarding margin requirements should be directed to Richard Nowicki (212) 656-7683 or Steven
Levine (212) 656-7080. Questions on other subjects discussed in this memorandum should be directed to
your Finance Coordinator.

Raymond J. Hennessy

Vice President

RETAIN ALL INTERPRETATION/INFORMATION MEMOS FOR FUTURE REFERENCE

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

*  As used herein the term "ADS" includes Interim and final ADSs.
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December 9, 1991

  

Market Surveillance

 TO: All Members and Member Organizations

SUBJECT: Blockbuster Entertainment Corporation/Cityvision PLC

The Panel on Takeovers and Mergers (London) has requested that the Exchange distribute the attached
notice regarding U.K. disclosure requirements arising from the proposed offer for Cityvision PLC by
Blockbuster Entertainment Corporation.

Robert J. McSweeney

Senior Vice President

Attachment

1. BLOCKBUSTER ENTERTAINMENT CORPORATION/CITYVISION PLC

The Takeover Panel in London (“The Panel”) would like to draw to the attention of Member firms or
Organizations who deal in securities, whether as principal or as agents, the UK disclosure requirements
arising out of the proposed offer for Cityvision Plc by Blockbuster Entertainment Corporation (Blockbuster)
whereby Blockbuster is offering 48p cash and

80p cash for the ordinary and preference shares respectively of Cityvision with a share exchange alternative
equivalent to 8.0449 new Blockbuster shares for every 100 Cityvision ordinary shares and 13.3546 new
Blockbuster shares for every 100 Cityvision preference shares based on a value of $11 1/6 for a new
Blockbuster share. The offer is not being tendered in the U.S.

These requirements are contained in Rule 8 of the UK's City Code on Takeovers and Mergers, copies of
which can be obtained from the Panel. In particular Rule 8.3 requires public disclosure of dealings during
an offer period in relevant securities of an offeror or the offeree company by a person who owns or controls
1% or more, or would as a result of the transaction in question own or control 1% or more, of any class of
relevant securities of the company concerned. Disclosure should be made on an appropriate form, available
from the Panel, before 12.00 hrs London time on the day following that on which the deal was effected.
These disclosures should be sent to The Company Announcements Office of the London Stock Exchange.
(Facsimile No London 71 588 6037).

We ask that firms advise their clients trading in the securities of either Blockbuster or Cityvision that they
may be affected by these requirements and if there is any doubt as to their application, the Panel should be
consulted. Further information is available from Chris Yeo or Clare Hunter at the Panel (telephone No London
71 382 9026, facsimile No London 71 638 1554).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
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Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

291

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P91-51%2909013e2c855b3034?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE8/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 91-48

Click to open document in a browser

December 6, 1991

  

Member Firm Regulation

PLEASE ROUTE TO REGISTRATION, LEGAL AND COMPLIANCE DEPARTMENTS

 TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: STATE REGISTRATION REQUIREMENTS

Recently, states have taken action against broker-dealers for failure to comply with registration requirements
pursuant to state securities laws and regulations.

This is to remind members and member organizations of the importance of complying with all applicable state
registration requirements concerning persons conducting a securities business in any state (e.g., registration
of securities salespersons and their member organization employers in the states where customers reside,
etc.).

You are also reminded that all members and member organizations conducting an investment advisory
business should secure and maintain the necessary licensing and/or registration for themselves and, if
applicable, their associated persons, in the states in which such investment advisory business is conducted.

Failure to comply with state registration requirements may subject the member or member organization and/
or its associated persons to substantial penalties or other action under applicable state laws or regulations.

For specific information about individual state requirements, the appropriate State Securities Administrator or
Commissioner should be contacted (see list attached).

Questions concerning this memorandum may be directed to Ms. Peggy Germino at (212)656-8450.

Salvatore Pallante

Senior Vice President

1. 1991 NASAA ADMINISTRATORS

ALABAMA

Mr. Robert L. Rash

Director

Securities Commission

770 Washington Avenue, Suite 570

Montgomery, Alabama 36130

205-242-2984

ALASKA

Mr. Lawrence P. Carroll

Senior Securities Examiner

Dept. of Commerce & Economic Development
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Division of Banking, Securities, & Corporations

P.O. Box 110807

Juneau, Alaska 99811-0807

907-465-2521

ALBERTA

Mr. Ronald Will

Chairman

Securities Commission

4th Floor, 300 - 5th Avenue S.W.

Calgary, Alberta

T2P 3C4 Canada

403-297-4277

ARIZONA

Mr. Dee Harris

Director of Securities

Corporation Commission

Securities Division

1200 West Washington, Suite 201

Phoenix, Arizona 85007

602-542-4242

ARKANSAS

Mr. Joe E. Madden

Securities Commissioner

Securities Department

Heritage West Building

201 East Markham, 3rd Floor

Little Rock, Arkansas 72201

501-324-9260

BRITISH COLUMBIA

Mr. Wade Nesmith

Superintendent of Brokers

Securities Commission

865 Hornby Street, 11th Floor

Vancouver, British Columbia

V6Z 2H4 Canada
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604-660-4800

CALIFORNIA

Mr. Thomas Sayles

Commissioner

Department of Corporations

3700 Wilshire Boulevard, Suite 600

Los Angeles, California 90010

213-736-2741

COLORADO

Mr. Philip A. Feigin

Securities Commissioner

Division of Securities

1580 Lincoln, Suite 420

Denver, Colorado 80203

303-894-2320

CONNECTICUT

Mr. Ralph A. Lambiase

Director

Department of Banking

Securities & Business Investments Division

44 Capitol Avenue

Hartford, Connecticut 06106

203-566-4560

DELAWARE

Mr. Richard W. Hubbard

Securities Commissioner

Department of Justice

Division of Securities

State Office Building

820 N. French Street, 8th Floor

Wilmington, Delaware 19801

302-577-2515

DISTRICT OF COLUMBIA

Mr. James F. Whitescarver, Jr.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

294

http://researchhelp.cch.com/License_Agreement.htm


Director of Securities

Securities Commission

450 5th Street, N.W., Suite 821

Washington, D.C. 20001

202-626-5105

FLORIDA

Mr. Don Saxon

Director

Office of Comptroller

Department of Banking and Finance

The Capitol

Tallahassee, Florida 32399

904-488-9805

GEORGIA

Mr. Verley J. Spivey

Deputy Secretary of State

Office of the Secretary of State

Division of Business Services & Regulation

2 Martin Luther King, Jr. Drive

Suite 315, West Tower

Atlanta, Georgia 30334

404-656-2894

HAWAII

Ms. Lynn Wakatsuki

Commissioner of Securities

Department of Commerce & Consumer Affairs

P.O. Box 40

Honolulu, Hawaii 96810

808-586-2744

IDAHO

Mr. Wayne Klein

Securities Bureau Chief

Department of Finance

Securities Bureau

700 West State Street
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Boise, Idaho 83720

208-334-3684

ILLINOIS

Mr. Arthur Telcser

Director

Office of the Secretary of State

Securities Department

900 South Spring Street

Springfield, Illinois 62704

217-782-2256

INDIANA

Ms. Miriam Dant

Commissioner

Office of the Secretary of State

Securities Division

302 West Washington, Room E-111

Indianapolis, Indiana 46204

317-232-6681

IOWA

Mr. Craig A. Goettsch

Superintendent of Securities

Insurance Division

Securities Bureau

Lucas State Office Building

Des Moines, Iowa 50319

515-281-4441

KANSAS

Mr. Jim Parrish

Securities Commissioner

Office of Securities Commissioner

618 South Kansas Avenue, 2nd Floor

Topeka, Kansas 66603

913-296-3307

KENTUCKY
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Ms. Ronda Paul

Director

Department of Financial Instit utions

Division of Securities

911 Leawood Drive

Frankfort, Kentucky 40601

502-564-3390

LOUISIANA

Mr. Harry C. Stansbury

Deputy Securities Commissioner

Securities Commission

CNG Tower, Suite 420

1450 Poydras Street

New Orleans, Louisiana 70112

504-568-5515

MAINE

Mr. Stephen L. Diamond

Securities Administrator

Dept. of Professional & Financial Regulation

Bureau of Banking

Securities Division

State House Station 121

Augusta, Maine 04333

207-582-8760

MANITOBA

Mr. G. Derwood Walker, Q.C.

Chairman

Securities Commission

1128-405 Broadway Avenue

Winnipeg, Manitoba

R3C 3L6 Canada

204-945-2548

MARYLAND

Ms. Ellyn L. Brown

Securities Commissioner
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Office of the Attorney General

Division of Securities

200 St. Paul Place, 20th Floor

Baltimore, Maryland 21202

301-576-6360

MASSACHUSETTS

Mr. Barry C. Guthary

Director

Secretary of the Commonwealth

Securities Division

J.W. McCormack Building

One Ashburton Place 17th Floor

Boston, Massachusetts 02108

617-727-3548

MEXICO

Mr. Luis Miguel Moreno Gonez

Chairman

Comision Nacional de Valores

Barranca del Muerto No. 275

Col. San Jose Insurgentes Colonia

Mexico, 03900, D.F.

011-525-550-9756

MICHIGAN

Mr. Carl L. Tyson

Director

Department of Commerce

Corporation & Securities Bureau

6546 Mercantile Way

Lansing, Michigan 48909

517-334-6212

MINNESOTA

Mr. Bert McKasy

Commissioner of Commerce

Department of Commerce

133 East Seventh Street
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St. Paul, Minnesota 55101

612-296-2594

MISSISSIPPI

Ms. Susan Shands

Assistant Secretary of State

Office of the Secretary of State

Securities Division

P.O. Box 136

Jackson, Mississippi 39205

601-359-6371

MISSOURI

Mr. John R. Perkins

Securities Commissioner

Office of the Secretary of State

600 W. Main Street

Jefferson City, Missouri 65101

314-751-4136

MONTANA

Ms. Andrea “Andy” Bennett

State Auditor & Securities Commissioner

Office of the State Auditor

Securities Department

P.O. Box 4009

Helena, Montana 59604

406-444-2040

NEBRASKA

Mr. Jack E. Herstein

Assistant Director

Department of Banking & Finance

Bureau of Securities

P.O. Box 95006

Lincoln, Nebraska 68509

402-471-3445

NEVADA
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Mr. Mark J. Griffin

Deputy Secretary of State

Office of the Secretary of State

Securities Division

1771 E. Flamingo Road, Suite 212B

Las Vegas, Nevada 89158

702-486-6440

NEW BRUNSWICK

Mr. Donne W. Smith, Jr.

Administrator

Securities Act

P.O. Box 5001

St. John, New Brunswick

E2L 4Y9 Canada

506-658-3060

NEWFOUNDLAND

Mr. George F. Kennedy, Director

of Securities

Department of Justice

Confederation Building

P.O. Box 8700

St. Johns, Newfoundland

A1B 4J6 Canada

709-729-4189

NEW HAMPSHIRE

Mr. Thomas B. Connolly

Assistant Secretary of State

Bureau of Securities Regulation

Department of State

State House Annex, Room 400

Concord, New Hampshire 03301

603-271-1463

NEW JERSEY

Mr. A. Jared Silverman

Securities Bureau Chief
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Department of Law & Public Safety

Bureau of Securities

Two Gateway Center, 8th Floor

Newark, New Jersey 07102

201-648-2040

NEW MEXICO

Ms. Nancy Smith

Director

Regulation and Licensing Department

Securities Division

725 St. Michaels Drive

Santa Fe, New Mexico 87501

505-827-7140

NEW YORK

Ms. Alice McInerney

Assistant Attorney General

Department of Law

Bureau of Investor Protection & Securities

120 Broadway, 23rd Floor

New York, New York 10271

212-341-2186, 2984

NORTH CAROLINA

Mr. Eugene J. Cella

Deputy Securities Administrator

Office of the Secretary of State

Securities Division

300 North Salisbury Street, Room 404

Raleigh, North Carolina 27611

919-733-3924

NORTH DAKOTA

Mr. Glenn A. Pomeroy

Securities Commissioner

Office of the Securities Commissioner

600 East Boulevard

Bismarck, North Dakota 58505
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701-224-2910

NORTHWEST TERRITORIES

Mr. Gary MacDougall

Registrar of Securities

Government of the Northwest Territories

Yellowknife, Northwest Territories

X1A 2L9 Canada

403-873-7490

NOVA SCOTIA

Mr. Robert B. MacLellan

Chairman

Nova Scotia Securities Commission

1690 Hollis Street

Halifax, Nova Scotia

B3J 3J9 Canada

902-424-7768

OHIO

Mr. Mark V. Holderman

Commissioner of Securities

Division of Securities

77 South High Street, 22nd Floor

Columbus, Ohio 43215

614-644-7381

OKLAHOMA

Mr. Irving Faught

Administrator

Securities Commission

Department of Securities

P.O. Box 53595

Oklahoma City, Oklahoma 73152

405-521-2451

ONTARIO

Mr. Joe Oliver

Executive Director
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Securities Commission

20 Queen Street West, Suite 1800

Toronto, Ontario

M5H 3S8 Canada

416-597-0681

OREGON

Ms. Laurie Skillman

Securities Administrator

Department of Insurance & Finance

Securities Section

Labor & Industries Building

Salem, Oregon 97310

503-378-4387

PENNSYLVANIA

Mr. Robert M. Lam

Chairman

Securities Commission

Eastgate Office Building

1010 North 7th Street, 2nd Floor

Harrisburg, Pennsylvania 17102-1410

717-787-8061

PRINCE EDWARD ISLAND

Mr. Merrill H. Wigginton

Registrar of Securities

Department of Justice

Securities Act

105 Rochford Street

Charlottetown, Prince Edward Island

C1A 7N8 Canada

902-368-4550

PUERTO RICO

Ms. Laura Gonzalez-Lugo

Assistant Commissioner-Securities

Office of the Commissioner of Financial Institutions

Government Employees Retirement Fund Building
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437 Ponce de Leon Avenue, 14th Floor

Hato Rey, Puerto Rico 00918

809-751-5606, 7837

QUEBEC

Mr. Roland Cote

Commissioner

Commission des Valeurs Mobilieres du Quebec

800 Square Victoria, 17th Floor

P.O. Box 246, Stock Exchange Tower

Montreal, Quebec

H4Z 1G3 Canada

514-873-5326

RHODE ISLAND

Mr. Michael Fines

Associate Director & Superintendent of Securities

Department of Business Regulation

Securities Division

233 Richmond Street, Suite 232

Providence, Rhode Island 02903-4232

SASKATCHEWAN

Mr. Marcel de la Gorgendiere, Q.C.

Chairman

Securities Commission

1914 Hamilton Street, #850

Regina, Saskatchewan

S4P 3V7 Canada

306-787-5645

SOUTH CAROLINA

Mr. Bernet R. Maybank III

Deputy Securities Commissioner

Department of State

Securities Division

1205 Pendleton Street, Suite 501

Columbia, South Carolina 29201

803-734-1087
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SOUTH DAKOTA

Ms. Debra M. Bollinger

Director

Division of Securities

910 East Sioux Avenue

Pierre, South Dakota 57501

605-773-4823

TENNESSEE

Mr. Kenneth McClellan

Assistant Commissioner-Securities

Department of Commerce & Insurance

Securities Division

Volunteer Plaza, Suite 680

500 James Robertson Parkway

Nashville, Tennessee 37243

615-741-5911

TEXAS

Mr. Richard D. Latham

Securities Commissioner

State Securities Board

P.O. Box 13167

Capitol Station

Austin, Texas 78711-3167

512-474-2233

UTAH

Mr. Earl S. Maeser

Director

Department of Commerce

Securities Division

P.O. Box 45808

Salt Lake City, Utah 84145-0808

801-530-6600

VERMONT

Ms. Elizabeth Costle

Deputy Commissioner of Securities
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Dept. of Banking, Insurance & Securities

Securities Division

120 State Street

Montpelier, Vermont 05620-3101

802-828-3420

VIRGINIA

Mr. Lewis W. Brothers, Jr.

Director

State Corporation Commission

Division of Securities & Retail Franchising

1220 Bank Street, 4th Floor

Richmond, Virgnia 23209

804-786-7751

WASHINGTON

Mr. Jack Beyers

Administrator

Department of Licensing

Securities Division

P.O. Box 9033

Olympia, Washington 98507-9033

206-753-6928

WEST VIRGINIA

Mr. Jack Hall

Deputy Commissioner and Division Director

State Auditor's Office

Securities Division

State Capitol Building

Charleston, West Virginia 25305

304-348-2257

WISCONSIN

Mr. Wesley L. Ringo

Securities Commissioner

Office of the Commissioner of Securities

111 West Wilson Street

P.O. Box 1768
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Madison, Wisconsin 53703

608-266-3431

WYOMING

Ms. Kathy Karpen

Secretary of State & Securities Commissioner

Secretary of State

Securities Division

State Capitol Building

Cheyenne, Wyoming 82002

307-777-7370

YUKON TERRITORY

Mr. Richard Roberts

Registrar of Securities

Department of Justice

Justice Services Division, Corporate Affairs

P.O. Box 2703

Whitehorse, Yukon Territories

Y1A 2C6 Canada

403-667-5005

Revised: November 12, 1991
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December 6, 1991

  

Market Surveillance

 TO: All Members and Member Organizations

SUBJECT: Last Trade Date for “Regular Way” Settlement in 1991

The last day on which “regular way” transactions may be made for settlement this calendar year in stocks and
bonds, other than U.S. Government obligations, is Monday, December 23rd.

Beginning December 24, 1991 until December 31, 1991, orders in stocks for accounts which are willing to
effect transactions on a “cash”, “next day” or “seller's option” basis should be so indicated. This policy relieves
the specialist from the responsibility of checking orders indicated solely “regular way” to ascertain whether
they are willing to participate on a “nonregular way” basis during that period.

A Floor Official's approval is not required from December 24-31, 1991 for “nonregular way” trades, if the
execution price is no greater than one-quarter of a point away from the “regular way” bid or offer.

Inquiries with respect to this memorandum should be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
Daniel Saporito at (212) 656-5097.

Robert J. McSweeney

Senior Vice President
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December 6, 1991

  

Market Surveillance

 TO: Members and Member Organizations

SUBJECT: Tax Switching Transactions

The following is a reminder to members and member organizations that riskless tax switching trades are
prohibited. Please note that this prohibition applies with equal force at openings and to bond transactions.

* * *

Transactions effected as described below are not permitted on the Floor of the Exchange and if discovered
will result in appropriate disciplinary action by the Exchange:

An Exchange member (“member A”), desiring to effect a tax switch of 1,000 shares of XYZ, approaches the
XYZ specialist and informs him of his wish to effect the tax switch at approximately the price of the current bid
or the current offer for XYZ. For purposes of this hypothetical example, assume that the current market for
XYZ is 35 3/8 bid for 2,000 shares and 35 5/8 asked for 1,500 shares, both representing limit orders entered
on the XYZ specialist's book. The XYZ specialist agrees to handle member A's purchase and sale tax switch
orders as agent, undertaking to execute those orders against market orders or other orders seeking execution
at the current bid or ask prices. Assume that another member (“member B”) subsequently approaches the
XYZ specialist with an order to sell (assuming for the sake of simplicity an order to sell 1,000 shares of XYZ at
the market), and is willing to effect the sale at the current bid of 35 3/8. The specialist then effects member B's
sale at that price, informing member B, for clearing purposes, that he has sold to member A.

Simultaneously, the specialist effects, as agent, a second trade of 1,000 shares of XYZ for member A with
the order or orders on his book, giving up, for clearing purposes, member A as the seller and, as the buyer
or buyers, the broker or brokers whose orders he represents; in terms of time priority of their receipt, the first

1,000 shares on his book at the bid price of 35 3/8. 1 

Only one of the two 1,000-share transactions in XYZ would be reported for inclusion in the consolidated
transactions reporting system.

The Exchange has concluded that transactions effected in the foregoing manner are not consistent with
Exchange Rule 78, which prohibits pre-arranged trades, and should not take place.

* * *

No problems would seem to arise under Exchange Rules and procedures if the switching transaction
was effected at the risk of the market. Such would be the case if the transaction was not pre-arranged
or guaranteed in any fashion. There should be two independent transactions - a purchase and sale, or
vice versa, but the price of each should be independently established. At the time of the first transaction
there should be no guarantee or assurance of the price of the second. The period of time between the
two transactions would not of itself determine whether or not the switching had been effected at the risk of
the market. The sending of a buy and sell order for the same customer through the Opening Automated
Report System (OARS) to effect a tax switch transaction on the opening or through our Designated Order
Turnaround System (DOT) to effect a tax switch transaction at the close is not permissible. Further, any use
of either system to effect a riskless or “wash” transaction is prohibited.
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It should be noted, that the purpose of this memorandum is to clarify Exchange rules and procedures only.
It is not to be construed as describing the tax consequences of any transaction under the Internal Revenue
Code or state law. Contact your tax adviser for the appropriate advice.

Questions regarding this matter should be directed to Mr. Arthur Harris at (212) 656-6884 or Mr. Daniel
Saporito at (212) 656-5097.

Robert J. McSweeney

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Had the first independent order to arrive at the post been a market order to buy rather than an order to
sell, the tax switch would have been effected at the offer price.
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Market Surveillance

 TO: Members and Member Organizations

FROM: Market Surveillance Audit Trail/Trade Comparison Subcommittee

SUBJECT: Audit Trail - Update

Once again, through the ongoing efforts of the Exchange membership, and particularly the Audit Trail/Trade
Comparison Subcommittee members, our second benchmark goal of 93% crowd-to-crowd badge matching
quality by October 1, 1991 has been met. Current crowd-to-crowd badge match quality is 94% - an important
achievement. In accordance with the June 11, 1991 Information Memorandum, educational counselling
by the Audit Trail/Trade Comparison Subcommittee will continue and the new benchmark endorsed by the
Market Performance Committee is 95% accuracy by January 31, 1992. A significant number of members and
member organizations are already above this benchmark.

Our goal continues to be 100% complete and accurate audit trail; however, we recognize that there can
always be an element of human error involved in the collection and processing of such data. In order to
increase the accuracy of the audit trail data initially submitted, members should send their Floor reports to the
booth clerks as soon as possible.

If any of us can be of assistance, please contact Mr. Arthur Harris (212) 656-6884, Mr. David Leibowitz (212)
656-4588, or Ms. Carol Krusik (212) 656-4597. If you have questions concerning your weekly status report or
audit trail in general, please call Mr. David Rich (212) 656-2917.

Robert J. McSweeney

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Member Firm Regulation

 TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: RECORD RETENTION REQUIREMENTS - SPREAD AND CONTINGENCY ORDERS

It has come to the Exchange's attention during the course of recent oversight and investigation activities
that questions exist regarding the requirements to make and retain records of trading activity that is effected
on both a principal and agency basis and regarding the applicability of such recordkeeping requirements to
spread and contingency orders.

This is to remind members and member organizations that Rule 17a-3 of the Securities Exchange Act of 1934
requires the maintenance and retention of specific books and records relating to the business of a member or
member organization.

Paragraph 6 of Rule 17a-3(a) requires the maintenance and retention of a memorandum of each brokerage
order (e.g., by recording all the required information on the face of the order ticket) and of any other
instruction, given or received for the purchase or sale of securities, whether executed or unexecuted. Such
memoranda must show the terms and conditions of the order or instructions and of any modification or
cancellation thereof, the account for which entered, the time of entry, the price at which executed and, to the
extent feasible, the time of execution or cancellation.

Paragraph 7 of Rule 17a-3(a) requires the maintenance and retention of a memorandum of each purchase
and sale for the account of a member or member organization showing the price and, to the extent feasible,
the time of execution. When such purchase or sale is with a customer other than a broker/dealer, the rule
requires a memorandum of each order received, showing the time of receipt, the terms and conditions of the
order, and the account in which it was entered.

In addition to the provisions of SEC Rule 17a-3 with respect to records of time of order execution, Exchange
Rule 132 (Comparison and Settlement of Transactions Through A Fully-Interfaced or Qualified Clearing
Agency) requires the capture of the time of trade execution for purposes of submission of audit trail trade data
to the Exchange.

Also, Exchange Rule 410 (Records of orders) requires every member or his or her organization to maintain
a record of every order transmitted to the Floor or received by the member and carried to the Floor. The
record must include the name and amount of the security, the terms of the order, the time when the order was
received and the time at which a report of execution was received. (See also Exchange Rule 123 (Records of
Orders)).

Records of orders required by SEC Rule 17a-3(a)(6) and (7) and Exchange Rule 410 must be preserved for
at least three years, the first two in an easily accessible place.

These recordkeeping and record retention requirements apply to all orders, including spread and contingency
orders involving multiple executions in one or more markets, e.g., an order received for the execution of
a “list” or “program” of stocks contingent upon the related execution of futures, options or other related
derivative products or securities at a pre-determined spread level. Where such an order is received from a
non-member customer, a record of the receipt of the order is required, regardless of whether the terms of the
order were met.
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Questions concerning this memorandum may be directed to Patricia Dorilio at (212) 656-2744.

Salvatore Pallante

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Market Surveillance

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Exchange Rule 112.20 Amendments

Market Surveillance has received a number of inquiries concerning amendments to Exchange Rule 112.20
(“On the Floor” and “Off the Floor”) which became effective July 1, 1991 (Information Memo #91-23). A copy
of the Rule is attached.

1. Briefly, the amendments to the Rule:

- delete “old” Rule 112.20(b) regarding transactions deemed to be “on-Floor” and subject to restrictions
imposed on Competitive Traders;

- provide that a member is deemed to be entering an “off-Floor” order for the member's own account (or of
that individual's member organization) so long as the order is transmitted to the Floor from a clearing firm's
order room or other facility regularly used for the transmission of public orders to the Floor, irrespective of
where the member is physically located when the order is initiated; and

- state that members may not trade in contravention of Exchange policies against frontrunning.

2. Summarized below are answers to recent “White Phone” questions concerning Rule 112.20.

Q. Can a member enter an order for an account in which the member (or that individual's member
organization) has an interest, from a telephone located on the Trading Floor?

A. Yes, provided the order is entered with a clearing firm or other “off-Floor” facility regularly used for the
transmission of public orders where the order will be time-stamped (and a record retained) prior to re-
transmission to the Floor. The order must be transmitted to an “off-Floor” order facility (i.e., a broker/dealer)
that meets the appropriate Exchange or SEC requirements; in particular Exchange Rules 123 and Rule 410
(Records of Orders), Rule 440 (Books and Records - prescribed in SEC Rules 17a-3 and 17a-4), Rule 342
(Offices - Approval, Supervision and Control) and Rule 351 (Reporting Requirements).

Q. Can a member enter an order for an account in which the member (or that individual's member
organization) has an interest from a telephone on the Trading Floor, and then execute the order when
it is re-transmitted to the Floor?

A. No. Rule 112.20(b) prohibits the member entering an order from the Trading Floor for an account in which
the member (or that individual's member organization) has an interest from executing that order.

Q. Can a member entering such an order receive the order on the Trading Floor and give the order to
a specialist or another broker on the Floor for execution?

A. No. The member entering such an order may not receive the re-transmitted order nor may that member
have any conversation on the Floor with the broker who received the order regarding its execution. Any
changes to the terms of the order (including cancellations) must similarly be transmitted to the “off-Floor”
order facility for re-transmission to the Floor.
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Q. Can a broker, who is affiliated with a member or member organization entering an order from the
Trading Floor for an account in which the member (or the member organization) has an interest,
receive and execute the order?

A. Orders for the accounts of members and member organizations must be effected pursuant to Exchange
Rule 90 (Dealings by Members on the Exchange) and Section 11(a) of the Securities Exchange Act of 1934.
Members and member organizations that do not meet the Section 11(a)(1)(G) “business mix” test may not
execute orders for an account in which they have an interest. All such orders must be received on the Trading
Floor and executed by an unaffiliated member or member organization. Members and member organizations
that do meet the “business mix” test may have an affiliated broker (not the broker initiating the order on the
Trading Floor) receive and execute the order under the “G” provision of Section 11(a) provided the order is
properly marked to so indicate, and they yield priority, parity and precedence to public orders, or satisfy one
of the exemptions specified in Section 11a-1(b).

Q. Can a member enter an order for an account in which the member (or that individual's member
organization) has an interest through a DOT terminal located on the Trading Floor?

A. No. Pursuant to Rule 112 such an order would be considered as initiated “on-Floor”. However, members
may have the order re-transmitted to the Floor through a DOT terminal off the Trading Floor.

Q. Can a specialist member enter an order in a non-specialty stock for an account in which the
specialist (or the specialist's member organization) has an interest directly to the unit's off-Floor
office or the unit's clearing firm off-Floor office, from a telephone located at the specialist Post?

A. No. Exchange Rule 36.30 specifically prohibits the entry of such an order. However, the specialist member
may enter such an order from a booth phone located on the Floor.

Members and member organizations are reminded of their fiduciary responsibility to their customers to
provide the best possible execution of orders entrusted to them and should at all times adhere to the
principles of good business practice in the conduct of their business affairs.

In particular, members and member organizations are cautioned to comply with Exchange Rule 91 (Taking
or Supplying Securities Named in an Order) regarding filling customer orders by buying or selling securities
for an account in which the member executing the transaction or that individual's member organization has
an interest; and Rule 92 (Limitations on Members' Trading Because of Customers' Orders) concerning the
initiation and execution of orders for an account in which they have an interest while in possession of an
unexecuted customer order. In this regard, Market Surveillance and Member Firm Regulation will monitor
the initiation and execution of orders for the accounts of members and member organizations, particularly in
terms of the proper execution of agency orders entrusted to them.

Questions regarding the above may be directed to Brian McNamara (212) 656-7086, Daniel Saporito (212)
656-5097 or Joseph Vuolo (212) 656-6765.

Robert J. McSweeney

Senior Vice President

Attachment

112. Rule 112.20

Additions Underscored

Deletions [bracketed]

20. .20 “On the Floor” and “Off the Floor”. - (a) “On the Floor” or “On-Floor” means the trading Floor of the
Exchange and the premises immediately adjacent thereto, such as the smoking rooms, the various entrances
and lobbies of the 11 Wall Street, 18 New Street, 12 Broad Street and 18 Broad Street Buildings, and also
means the telephone lobby in the first basement of 11 Wall Street and the Luncheon Club on the seventh
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floor (with the exception of the public telephones in the Luncheon Club). [An off-Floor order for an account
in which a member has an interest is to be treated as an on-Floor order if it is executed by the member who
initiated it.]

(b) A member using a communication facility located on the Floor of the Exchange to enter an order for his
own account will be deemed to be initiating an off-Floor order if such order is routed through a clearing firms
order room, where a time-stamped record of the order is maintained, before such order is re-transmitted to
the Floor for execution. However, an off-Floor order for an account in which a member has an interest is to be
treated as an on-Floor order if it is executed by the member who initiated it.

(c) Any order entered by a member organization for any account in which it, or any member, allied member,
or approved person in such organization or officer or employee thereof is directly or: indirectly interested, or
for any discretionary account serviced by the member organization, following a conversation with a member
or employee in that organization who is on the Floor, shall be deemed to be an off-Floor order, provided
(i) that such order is transmitted to the Floor through an order room or other facility regularly used for the
transmission of public orders to the Floor, where a time-stamped record of the order is maintained; or (ii) an
exception from the order room transmission requirement is available under Rule 112.10(b).

(d) No member or member organization shall execute, or cause to have executed, on the Exchange, any
order for any account in which such member, member organization, or any member, allied member, or
approved person in such organization or officer or employee thereof, or for any discretionary account serviced
by the member or member organization, in contravention of any Exchange policy against the front-running of
block transactions that the Exchange may from time to time adopt and make known to its members.

[(b) In addition transactions originated on the Floor by a Competitive Trade account in which he has an
interest, the following transactions considered on-Floor trading for the purpose of Rules 111 and 112 and
subject to all the restrictions on Competitive Traders:

(1) any transaction a member organization:

(i) which results from an order entered off the Floor following a conversation with a member or employee on
the Floor in the same member organization;

(ii) which results from an order entered off the Floor following the unsolicited submission from the Floor to
the office of a quotation in a stock and the size of the market by a member or employee in the same member
organization;

(iii) which results from an order entered off the Floor which is executed by a member on the Floor who is a
member in the same member organization and who had handled the order on a “not held” basis; provided,
however, that the following are not on-Floor orders and such restrictions shall not apply to an order

(A) to sell stock for an account in which the member organization is directly or indirectly interested if, in
facilitating the sale of a large block of stock, the member organization acquired its position on the Floor
because the demand was not sufficient to absorb the block at a particular price or prices;

(B) to purchase or sell stock for an account in which the member organization is directly or indirectly
interested if the member or his member organization was invited to participate on the opposite side of a block
transaction by another member organization or member therein because the market on the Floor could not
readily absorb the block at a particular price or prices; or

(C) to purchase or sell stock for an account in which the member organization is directly or indirectly
interested if the transaction is on the opposite side of a block order being executed by the member
organization for the account of its customer and the transaction is made to facilitate the execution of such
order; and

(iv) which results from an order entered off the Floor which is executed by a member on the Floor who is a
member in the same member organization and who has change the terms of the order.
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(2) any transactions initiated off the Floor by a Competitive Trader after such Trader has been on the Floor
during the same day.

Amendments.

May 18, 1972.

June 2, 1983.]
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Market Surveillance

 SUBJECT: Position and Exercise Limit Exemptions for Hedged Equity Option and Index Option Positions

Exchange Information Memo 90-14, dated April 17, 1990, outlined the pilot program implemented to amend
the Exchange's position limit rules to provide for position limit exemptions for hedged equity option and broad-
based stock index option positions. The Securities and Exchange Commission has approved an extension
of the pilot program to January 12, 1992. The scope of the pilot program for index option hedge exemptions
has been expanded to include short positions in the underlying hedged portfolio and to allow the underlying
hedged portfolio to include securities that are readily convertible into common stock. These provisions
conform the Rule to those on other options exchanges.

Rule 704(b) sets forth position limits on the number of stock options on the same side of the market that an
investor may control. For equity options, the position limits are 3,000, 5,500 or 8,000 contracts on the same
side of the market, depending upon the trading volume and number of outstanding shares of the underlying
stock. A copy of Rule 704 is attached as Exhibit A.

The pilot program for equity options positions provides an exemption from these equity option position limits
for accounts that have established one of the four most commonly used hedge positions on a limited one-for-
one basis (i.e., 100 shares of stock for one option contract or, in the case of an adjusted contract, the number
of shares represented by the adjusted contract). The exempted hedge positions are: (1) long stock and short
calls; (2) long stock and long puts; (3) short stock and long calls; and (4) short stock and short puts. The
maximum total position limit (hedged and unhedged) pursuant to the pilot program may not exceed twice the
normal position limit. The exemption will be automatic. The Exchange does not need to specifically approve a
position in advance. Those employing the hedge exemption are required to submit Form 704 to the Exchange
by the close of business on the first business day following the trade date (T+1). The form, should be sent to
the New York Stock Exchange, Options/Special Products Analysis, 20 Broad Street, 24th Floor, New York,
NY 10005 (FAX (212) 656-2058).

For broad-based stock index options, the position limits are 45,000 contracts on the same side of the market,
with no more than 25,000 consisting of the series having the nearest expiration date. The NYSE's stock index
option hedge position limit exemption pilot program enables public customers of a member organization, who
have obtained NYSE approval for Form 704A (attached), to hedge qualified long or short stock portfolios
with NYSE-traded broad-based stock index option contracts (either long puts or short calls for a long position
and either short puts or long calls for a short position, or a combination or an equivalent position) up to a
maximum of 125,000 contracts without regard to the normal position limits. In order to use the broad-based
stock index option hedge exemption, a public customer of a member organization must have a previously-
established, NYSE-approved stock portfolio that (a) is comprised of common stocks that are each net long
or short in each component stock or securities readily convertible or economically equivalent to common
stock, (b) are distributed across at least four industry groups, (c) is comprised of at least 20 stocks, none of
which account for more than 15% of the value of the portfolio, and (d) is carried in an account with a member
organization, thus ensuring that the NYSE has the ability to conduct adequate surveillance of the hedged
position.

Under both position limit exemption pilot programs, exercise limits still correspond to position limits, such that
investors are allowed to exercise, during any five consecutive business days, the number of option contracts
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set forth as the position limit, as well as those contracts purchased pursuant to the position limit exemption.
Excess option positions must be liquidated prior to or contemporaneous with a decrease in the hedged stock
position. If an excess option position is not fully hedged with shares of stock on a one-for-one basis, the
options holder will lose the exemption, be required to close out his positions in excess of the current position
limit and be precluded from effecting additional opening transactions until he/she has done so.

In addition to these position limit exemptions, the Exchange has amended Rule 704 to clarify its procedures
regarding semi-annual review of stock option position limits. The Exchange will conduct a semi-annual review
of volume and outstanding share information to make position limit determinations with respect to stock
options, and pursuant to this review procedure, the Exchange may, at its discretion, immediately increase the
position limit for a stock option if the underlying stock meets or surpasses the eligibility requirements for, a
higher position limit prior to the next six-month review period.

Any questions regarding these changes should be directed to Mr. Joseph Dorilio at (212) 656-6197.

Agnes M. Gautier

Vice President

Market Surveillance

A. Exhibit A

Additions Underscored

Deletions [bracketed]

704. Rule 704. Position Limits

(a) No change.

(b) Stock Options

(i) No change.

(ii) The following stock option positions established before [December 12, 1990) January 12, 1991, shall
be exempted from the position limits prescribed in paragraph (b)(i) where each stock option contract is
“hedged” by the number of shares of stock underlying the contract, subject to the liquidation requirement of
Supplementary Material .60 of this Rule:

(A)(1) long stock and short call and (2)long stock and long put; or

(B)(1) short stock and long call and (2) short stock and short put.

In no event may the aggregate position in stock options on the same underlying stock exceed twice the limit
established by paragraph (b)(i) for such options.

(iii) The Exchange will review the volume and outstanding share information of all underlying stocks every six
months to determine which limit shall apply. A higher limit will be effective on the date set by the Exchange
while any chance to a lower limit will take effect after the last expiration then trading, unless the requirement
for the same or a higher limit is met at the time of an intervening six-month review. Should an increase in
the underlying security share volume and/or shares outstanding occur during the six month period, thereby
making a stock eligible for a higher position limit, the Exchange at its discretion may change the position limit
immediately.

(c) Broad Index Options

In the case of broad index stock group options, the position limits are those prescribed in paragraph (c)(i) of
this Rule, subject to the hedging exemption of paragraph (c)(ii) of this Rule:
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(i) 45,000 contracts on the same side of the market covering the same underlying index stock group, no more
than 25,000 of which may be of the series having the nearest expiration date.

(ii) Broad index stock group option positions established and held in the aggregate by a public customer of a
member organization before (December 22, 1989] January 12, 1991 _ shall be exempted from the position
limits prescribed in paragraph (c)(i) if not exceeding the number of contracts that the Exchange approves for
hedging purposes pursuant to the procedures and according to the conditions specified in Supplementary
Material .70 of this Rule. Such additional number of contracts shall be limited to the number of contracts for
same-side positions (short calls or long puts] in broad index stock group options [, or combination thereof or
equivalent positions,] that are specifically approved by the Exchange for a customer, up to a maximum of
125,000 contracts.

(d) Industry Index Options

No change.

Supplementary Material: .10 through .60 - No change.

70. .70 The following procedures and conditions shall govern the position limit exemption for broad index
stock group option hedge positions for a public customer of a member organization under paragraph (c)(ii) of
this Rule (a “hedge exemption customer”).

(a) Exchange Approval

A hedge exemption customer must provide information as required on Exchange-approved forms and
receive Exchange approval specifying a maximum number of contracts for an exemption under paragraph
(c)(ii) of this Rule (an “approved exempted position limit”) before establishing a position in reliance upon
the paragraph. A hedge exemption customer may apply from time to time for an increase in his approved
exempted position limit.

(b) Information Currency

A hedge exemption customer who establishes a position in reliance upon paragraph (c)(ii) of this Rule is
under a continuing obligation to provide and keep current all information requested by the Exchange in
connection with the position, and promptly to notify the Exchange of any material change related to the
position, including the dollar value and composition of the customer's “ qualified [stock] hedge portfolio” (as
defined below in Paragraph (c)), current hedged and aggregate broad index stock group option positions, and
positions in stock index futures and options on those futures.

(c) Stock Hedge Portfolio

In order to qualify for and maintain a position in reliance upon paragraph (c)(ii) of this Rule, a hedge
exemption customer must have a previously-established portfolio of common stock s (portfolio) or equivalent
securities readily convertibl e into or economically equivalent to a portfolio of common stocks (“qualified
[stock] hedge portfolio”) that at all times

(i) is net long or short in each component stock or security readily convertible or economically equivalent to
common stock;

[(ii) consists of common stocks;]

[(iii)]

(ii) includes at least four industry groups;

[(iv)]

(iii) comprises at least 20 stocks or their equivalents, none of which constitutes more than 15 percent of the
portfolio in value; and
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[(v)]

(iv) is carried in an account with a member organization.

(d) Available Hedge Value

The value of all contracts held in reliance upon paragraph (c)(ii) of this Rule may not exceed the “available
hedge value” of the qualified [stock] hedge portfolio. The available hedge value of the qualified [stock] hedge
portfolio is determined by:

(i) totaling the values of the net long or short positions for each of the stocks or their equivalents in the
qualified (stock) hedge portfolio, and

(ii) subtracting the value of [(A)] any economically offsetting [short] positions held in (A) [futures on the] broad
index stock group Futures [that underlies the contracts) and (B) [in] options on broad index stock group
[those] futures[,] and (C) [(B) any economically equivalent positions in) broad index stock group options [held
in reliance on comparable provisions in the rules of another Participating Exchange or Association and (C)
any economically equivalent positions in futures or options on futures].

(e) Approved Trades

A hedge exemption customer who holds a position in reliance upon paragraph (c)(ii) of this Rule thereby
agrees to, and any member carrying an account for the customer shall:

(i) comply with all Exchange rules and regulations;

(ii) establish and liquidate options and stock positions or their equivalents in an orderly fashion;

(iii) not establish or liquidate positions in a manner calculated to cause unreasonable price fluctuations or
unwarranted price changes;

(iv) not establish or liquidate a stock position or its equivalent contemporaneously with the establishment or
liquidation of an equivalent broad index stock group option position with a view toward taking advantage of
any differential between the prices of the stocks or their equivalents and the options;

(v) liquidate an offsetting portion of the options position prior to or contemporaneously with any decrease in
the available hedge value of his qualified [stock] hedge portfolio; and

(vi) designate all options orders affecting the position as “hedge”.

(f) Sanctions

Violation by a hedge exemption customer of any of these procedures or conditions, absent reasonable
justification or excuse, shall result in withdrawal of his approved exempted position limit and may form the
basis for a denial of his subsequent application for an approved exempted position limit.

Part 2

_ 1. Account Name

Address

Street CityState Zip Code

2. Names(s) of Member Firm(s) carrying applicant's account number and account executive (RR) name

FirmAccount RR

_

_

_
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_

_

3. Names of ALL principals, partners, shareholders, and any individual or entity that has an interest in the
account

_

__

(Supply copies of appropriate document, i.e. partnership agreement, corporate resolution, etc.)

4. Type of business applicant is employed in

5. Account's investment objective

6. Current Market Value of portfolio 7. Number of securities represented in portfolio

8. Industry Group identification of securities(minimum of tour)

_ _

_ _

_ _

_ _

9. Issuers and quantities of securities maintained in portfolio

Name of Issuer Position Long Short

_

_

_

_ _

_ _

_

_

_

_ _

_ _

_

_ _

_

_ _

_ _ _

10. Quantity of positions maintained in derivative products (Index Futures, Index Option, Option on Index
Futures)

Quantity Name Expiration

_

_ _

_
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_ _

_

_

_ _

_

_

11. Do any of the account's principals, partners, owners etc. have a direct or indirect interest in any other
accounts that trade index options?

If Yes:

Name Name of Account Account No. Carrying Relationship

Firm

_ _ _

_ _ _

_

_

_

_ _

_ _ _

_

_ _ _ _

As provided for the NYSE's Rules 704 and 705, the undersigned hereby applies for a hedge exemption from
the position limits for broadbased index option products as provided in the pilot program.

It is understood by the applicant that the exemption is provided to customers with long and/or short positions
in an Exchange-approved portfolio consisting of common stock, or equivalent securities readily convertible
into common stock, and used in a bona fide hedge transaction.

It is also understood that it is the responsibility of the applicant to notify the Market Surveillance Department
of the Exchange of any changes that may affect the exemption status.

It is understood that the Exchange has the right to request additional information at any time and that the
Exchange may review the applicant's books and records to assure itself that those positions exceeding the
limits are in fact bona fide hedges.

The applicant and any account participant therein hereby agree that they are public customers and are not
registered broker-dealers with the Securities and Exchange Commission.

Stock Option Hedge Exemption

Report Form

To be filed with: Market Surveillance, 20 Broad Street, 24th Floor, New York, NY 10005. Telephone 212 656
6197. Fax 212 656 2058.

Submitting Clearing Member Clearing Member

_

Address
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Prepared by Signature

(please type)

If submitted on behalf on non-clearing member broker dealer:

Name of Firm

Address

Client Information Hedged Positions

Underlying

Tax ID Account Stock

or SS# Name Address Number(s) Symbol

_ _ _

_ _ _

_ _ _

_ _ _

_ _ _

_ _

_ _

Option Positions Type Series Stock Position

Long Written (C) or (P) Mos. S.P. Long Short

_ _

_

_ _

_ _ _

_ _

_ _

_ _ _

3. Request for Index Option Hedge Exemption

Part 3

By the afore mentioned signature the applicant hereby agrees:

1. To comply with the rules as put forth by the New York Stock Exchange and The Options Clearing
Corporation.

2. To notify Market Surveillance 212 656 6197 immediately of any changes in the account that may affect
positions exemptions previously granted.

3. To respond to the Exchange's request for verbal and/or written verification of any aspect to the account or
hedge exemption.

4. Upon determining excessive positions, to liquidate sufficient positions so as to bring the account into the
hedge position. Said liquidations will be conducted in an orderly fashion so as not to upset normal price
movements or securities or derivative products.
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5. To notify Market Surveillance of any material change in stock portfolio, index future, index option, or option
on index future positions that would materially affect the availab le hedge value of such hedged portfolio.

6. To agree to abide by the exchange's rules 704 and 705 (position and exercise links) which includes the
exercise of no more than 25,000 contracts within a five consecutive day period this 25,000 contract limitation
does not apply to exempted positions on the business day prior to expiration.

This application will not be processed and therefore, on exemption given unless approved in writing by the
Market Surveillance Department of the Exchange. The amount of the exemption will b determined by that
department as to stated in its response to the applicant.

Date Applicant

_

Signature Print Name

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 91-43

Click to open document in a browser

November 8, 1991

  

Market Surveillance

MOC ORDERS PERTAINING TO INDEX STRATEGIES MUST BE IN BY 3 PM SEE PAGES 1 and 2 FOR
PROCEDURES

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Procedures for Handling Market-on-Close Orders on November 15, 1991 (“Expiration Friday”)

Members and member organizations are reminded that the closing procedures for expiration Friday will
again be implemented on expiration Friday, November 15, 1991, as indicated below. The SEC has formally
approved the extension of the pilot through October 1992.

The Provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its Previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on each month's expiration Friday.

1. PROCEDURES RELATING TO THE CLOSE

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. Applicable MOC orders
are those relating to a strategy involving any stock index futures, stock index options, or options on stock
index futures, in the pilot stocks. These procedures have been filed as a rule with the SEC.

The cut-off time is 3:00 p.m. for the entry of MOC orders that relate to a strategy including any stock index
futures, stock index options or options on stock index futures in the pilot stocks. These closing procedures will
again be implemented with the November 15, 1991 expiration.

1. Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

2. Pilot Stocks

For the purpose of facilitating the publication of any significant order imbalance in one of the pilot stocks (see
attached list), you must as stated above, enter all MOC orders, in positions relating to a strategy involving any
stock index futures, stock index options, or options on stock index futures, by 3:00 p.m. eastern time. It should
be noted that, pursuant to Rule 13, an order for execution at the close may only be entered for execution at-
the-market; “limit-at-the-close” orders are not permitted.
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As soon as possible after 3:00 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:00 p.m. in those pilot stocks. Additionally, as soon as possible after
3:30 p.m. the Exchange will again publish on the tape any imbalance of MOC orders of 50,000 shares or
more that existed at 3:30 p.m. For those pilot stocks that had imbalance notices Published at 3:00 p.m. and
there is no imbalance of 50,000 shares or more at 3:30 p.m., the Exchange will Publish a “No Imbalance”
message. If a pilot stock does not have an imbalance message Printed at 3:00 p.m., no MOC orders will
be permitted in that stock unless, at 3:30 p.m., due to cancellations, a 50,000 share or more imbalance is
published. If that occurs, MOC orders, will be permitted to offset the imbalance published at 3:30 p.m. If a
“No Imbalance” notice is published in a pilot stock at 3:30 p.m., no MOC orders will be permitted. While MOC
orders previously entered may be cancelled or reduced in size, once such publication has been made, any
MOC orders subsequently entered will be accepted only to trade on the opposite side of the market in relation
to such published imbalance. The liquidation of positions relating to a strategy involving any stock index
futures, stock index options, or options on stock index futures using MOC orders entered after 3:00 p.m. is not
permitted, even if such orders might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:30 p.m. may not reflect the imbalance that exists at the close.

These procedures relate only to the pilot stocks. Regular procedures will apply to all other listed securities.

3. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they may be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

4. “G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

5. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.
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Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a)(2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules. Any questions you may
have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr. David Leibowitz at (212)
656-4588.

Robert J. McSweeney

Senior Vice President

                                       

Attachments

                   

2. Expiration Friday Pilot Stocks - November 15, 1991

ABT                    ABBOTT LABORATORIES

AXP                    AMERICAN EXPRESS COMPANY

AHP                    AMERICAN HOME PRODUCTS CORPORATION

AIG                    AMERICAN INTERNATIONAL GROUP INC.

T                      AMERICAN TELEPHONE AND TELEGRAPH

AIT                    AMERITECH

AN                     AMOCO CORPORATION

BUD                    ANHEUSER BUSCH COMPANIES INC.

ARC                    ATLANTIC RICHFIELD COMPANY
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BEL                    BELL ATLANTIC CORPORATION

BLS                    BELL SOUTH CORPORATION

BA                     BOEING COMPANY

BMY                    BRISTOL MYERS COMPANY

CHV                    CHEVRON CORPORATION

KO                     COCA COLA COMPANY

DOW                    DOW CHEMICAL COMPANY

DD                     DU PONT COMPANY

EK                     EASTMAN KODAK COMPANY

LLY                    ELI LILLY AND COMPANY

XON                    EXXON CORPORATION

FNM                    FEDERAL NATIONAL MORTGAGE ASSOCIATION

F                      FORD MOTOR COMPANY

GE                     GENERAL ELECTRIC COMPANY

GM                     GENERAL MOTORS CORPORATION

GTE                    GTE CORPORATION
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HWP                    HEWLETT-PACKARD COMPANY

IBM                    INTERNATIONAL BUSINESS MACHINES CORP.

IP                     INTERNATIONAL PAPER COMPANY

JNJ                    JOHNSON AND JOHNSON

K                      KELLOGG COMPANY

MCD                    MCDONALDS CORPORATION

MRK                    MERCK AND COMPANY INC.

MMM                    MINNESOTA MINING AND MANUFACTURING

MOB                    MOBIL CORPORATION

NYN                    NYNEX CORPORATION

PAC                    PACIFIC TELESIS GROUP

PEP                    PEPSICO INC.

PFE                    PFIZER INC.

MO                     PHILIP MORRIS COS. INC. HOLDING CO.

PG                     PROCTER AND GAMBLE COMPANY

RD                     ROYAL DUTCH PETROLEUM COMPANY
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SGP                    SCHERING PLOUGH CORP.

SLB                    SCHLUMBERGER LTD.

S                      SEARS ROEBUCK AND COMPANY

SBC                    SOUTHWESTERN BELL CORPORATION

TX                     TEXACO INC.

UN                     UNILEVER N.V. ADRS

USW                    U.S. WEST INC.

WMT                    WAL MART STORES INC.

DIS                    WALT DISNEY COMPANY

WMX                    WASTE MANAGEMENT INC.

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of September 20,
1991, and the 20 Major Market Index stocks.

3. MEMORANDUM

Date: November 5, 1991

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) Orders

1. MOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. If there was no MOC imbalance of 50,000 or more shares in a pilot stock at 3 p.m., but due to
MOC order cancellations, an imbalance of 50,000 or more shares exists at 3:30 p.m., should it be
disseminated?
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2A. Yes. Subsequently, contra side MOC orders may be entered.

3Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

3A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

1. Example #1 200,000 buy MOC

50,000 sell MOC

50,000 sell plus MOC

25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000 - S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

2. Example #2 100,000 sell MOC

50,000 buy MOC

25,000 buy minus MOC

25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000 - B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

4Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4-1/2 - last sale 20 3/8

4A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus or sell
short order would go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the
other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus’ tick, the market-on-close sell plus or
sell short order would go ahead of the 20 1/2 limit sell orders on the book because it should be treated like a
market order. Similarly, a market-on-close buy minus order would be treated as a limit order if the last sale
was on a “plus” or “zero plus”, going behind any buy orders limited at 20 1/4. If the last sale was on a “minus”
or “zero minus” tick, the market-on-close buy minus order would be treated as a market order and executed
ahead of 20 1/4 limit buy orders on the book.

5Q. Are limit at-the-close or MOC “short” at-the-close orders permitted?

5A. Limit at-the-close orders, where a specific price is indicated, are not allowed. Firms may enter “short”
MOC orders.

6Q. Should brokers in the Crowd give the specialist their orders prior to the final bell? How should
they be handled by the specialist?

6A. Yes. Brokers in the Crowd should give their orders to the specialist prior to the final bell to allow the
specialist to arrange a closing price. Such orders should be handled like “love” orders on the opening.

7Q. Can MOC orders be entered in the pilot stocks if “No imbalance” notice is published at 3:00 p.m.
or 3:30 p.m.?
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7A. No MOC orders may be entered if a “no imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any stock index futures, stock index options or options on stock index futures.

8Q. While a specialist may not accept MOC after a “no imbalance” has been published may a $2
broker or house broker handle such an order?

8A. Firms should not be entering MOC orders in pilot stocks that have a “no imbalance” message published.
If a broker has such an order, the MOC requirement must be taken off.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Market Surveillance

 TO: Members and Member Organizations

SUBJECT: Rule 80A and Entry of Market-at-the-Close (“MOC”) Orders

The purpose of this memorandum is to inform members and member organizations as to the requirements for
entering MOC orders on any day that the provisions of paragraph (c) of Rule 80A are in effect.

Paragraph (c) of Rule 80A provides the following:

•on a day that the DJIA declines by 50 points or more from its closing value on the previous trading day, all
index arbitrage orders to sell any component stock of the Standard & Poor's 500 Stock Price Index must be
entered with the instruction “sell plus” (meaning that the order may only be executed on a plus or zero plus
tick); and

•on a day that the DJIA advances by 50 points or more from its closing value on the previous trading day, all
index arbitrage orders to buy any component stock of the Standard & Poor's 500 Stock Price Index must be
entered with the instructions “buy minus” (meaning that the order may only be executed on a minus or zero
minus tick).

The two requirements noted above apply to the entry of all index arbitrage orders, both customer as well as
member firm proprietary orders. When the provisions of Rule 80A(c) are in effect, all MOC index arbitrage
orders (except as noted below) must contain the instruction “sell plus” or “buy minus”, as appropriate. Any
MOC index arbitrage order without the appropriate instruction entered before the provisions of Rule 80A(c)
are put into effect must be cancelled and replaced with an MOC order containing the appropriate instruction.

If the provisions of Rule 80A(c) are in effect on an Expiration Friday, MOC index arbitrage orders to liquidate
a previously established position versus expiring derivative products need not contain the “sell plus” or “buy
minus” instruction.

Any questions concerning the above may be directed to Joseph Dorilio (212) 656-6197 or Donald Siemer
(212) 656-6040.

Robert J. McSweeney

Senior Vice President
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Member Firm Regulation

PLEASE ROUTE TO STOCK LOAN, CASHIERING AND COMPLIANCE DEPARTMENTS

 TO: Members and Member Organizations

ATTENTION: Chief Executive Officer, Director of Compliance, Stock Loan and Cage Managers

SUBJECT: Rule 440C Deliveries Against Short Sales

The Exchange recently conducted a number of special examinations of member organizations in order to
determine compliance with the delivery requirements of Rule 440C, “Deliveries Against Short Sales.” These
examinations revealed several instances where member organizations maintained open “fail to deliver”
positions with the National Securities Clearing Corporation (NSCC), resulting from short sales, for excessive
periods of time without attempting to borrow the security and complete the transaction, thereby, eliminating
the “fail to deliver.”

The Exchange is reminding member organizations that failure to comply with Rule 440C.10 could result in
formal disciplinary action. Section .10, “Failure to Deliver” states:

No member or member organization should “fail to deliver” against a short sale of a security on a national
securities exchange until a diligent effort has been made by such member or organization to borrow the
necessary securities to make delivery.

The requirements of the Rule are intended to ensure that member organizations effecting short sales, either
for their own account or for the account of customers, are in a position to complete the transaction. Member
organizations should not accept or enter any orders to sell short any security unless prior arrangements to
borrow the security have been made or other acceptable assurances received that delivery can be made
on settlement date. However, the fact that prior arrangements have been made to borrow the security is not
necessarily sufficient to fulfill member organizations' responsibilities under the Rule. On settlement date,
actual delivery of the security should take place to complete the transaction and avoid having to establish
a “fail”. Where completion of the transaction necessitates the actual borrowing of the security then such
borrowing must be accomplished. If it is not possible for the member organization to borrow the security
at that time, a continuing good faith effort to effect such borrowing must be made in order to complete the
transaction and eliminate the fail position.

The Exchange does not view reliance solely upon “available excess securities” on trade date as sufficient
assurance that delivery against a short sale will be completed on settlement date. Member organizations
must establish procedures to determine that the “available excess securities” are not already committed for
another delivery on an earlier settlement date than that of the short sale. If the excess is eliminated before
delivery of the short sale is accomplished, the member organization must make arrangements to borrow the
security or attempt to obtain other acceptable assurances that delivery can be made on settlement date.

In the case of “Prime Broker” transactions (including those through an automated system, such as, the
ID/CNS link for Prime Broker Activity, as established by the Depository Trust Company and the National
Securities Clearing Corporation), the executing broker is initially responsible for complying with Rule 440C.10.
No member organization should accept or enter short sale transactions without reasonable assurances that
delivery of the security can be completed on settlement date. The executing broker, at the time the order
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is accepted, is the only party with knowledge of the transaction and the fact that borrowed securities are
needed to complete the delivery on settlement date. The executing broker may, upon confirmation from the
prime broker, rely on the prime broker's assurance that it has made arrangements to borrow the security or
has obtained other acceptable assurances that delivery can be made on settlement date. Upon extending of
such assurances and for trades settling through the ID/CNS link for Prime Broker Activity, the prime broker
assumes responsibility for compliance with Rule 440C. However, assurance must be received for each
transaction since a “blanket” or standing assurance is not acceptable. In order to assist the prime broker, the
executing broker may lend or arrange for the borrowing of the securities needed by the prime broker.

In the case of a clearing organization that settles transactions executed by an introducing organization,
policies must be established to ensure that the introducing organization obtains acknowledgement from the
clearing organization that the clearing organization will be able to complete the transaction, before executing
short sales. Lacking this acknowledgment from the clearing organization, the introducing organization
remains responsible for compliance with Rule 440C.

In the case of short sales effected in accordance with Rule 138, “Give-Ups”, the executing broker is
responsible for complying with Rule 440C.10. The executing broker may, upon confirmation from the clearing
broker, rely on the clearing broker's assurance that it has made arrangements to borrow the security or
has obtained other acceptable assurances that delivery can be made on settlement date. Lacking this
acknowledgement from the clearing organization, the executing organization remains responsible for
compliance with Rule 440C.

Member organizations must maintain written documentation of the actions taken by them in fulfilling the
requirements of Rule 440C. This requirement is necessary to demonstrate compliance with the Rule,
including acknowledgements received regarding compliance with the Rule from another broker-dealer
in the cases related to prime broker, clearing/introducing relationships and Give-Up transactions. Such
documentation must be maintained for review by Exchange examiners.

The documentation to be maintained must clearly indicate the action taken. In the case of reliance upon
“available excess securities” a day by day record must be maintained showing that sufficient securities
remained available from the date the “short sale” transaction was executed until the actual delivery was
accomplished. If the amount of “available excess securities” ceases to be sufficient to cover the delivery, then
a record of the action taken to borrow the necessary securities must also be maintained.

In the case of “prior arrangements to borrow” the documentation maintained must show the name of the
organization that agreed to lend the securities and the name and department of the responsible person who
represented the lending organization. If the lender rescinds or fails to complete the arrangement, then the
organization responsible for completing the delivery must attempt to borrow the securities elsewhere and
document such action taken as described above.

Refer to Page 4450, of the Exchange's Interpretation Handbook for information regarding Rule 440C.10.
(copy attached).

Any inquiries on this Information Memo may be addressed to Richard Nowicki (212) 656-7683 or Steven
Levine (212) 656-7080.

Salvatore Pallante

Senior Vice President

Attachment

440C. Rule 440C DELIVERIES AGAINST SHORT SALES

10. .10 Failure to Deliver. -No member or member organization should “fail to deliver” against a short sale of
a security on a national securities exchange until a diligent effort has been made by such member or member
organization to borrow the necessary securities to make delivery.
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INTERP. /01 Short Sales

Member organizations effecting short sales, either for their own account (as, for instance, an arbitrage
transaction) or for the accounts of customers must be in a position to complete the transaction. Therefore, no
orders to sell short should be accepted or entered unless prior arrangements to borrow the stock have been
made or other acceptable assurances that delivery can be made on settlement date.

Such assurances include knowledge that the security is available for borrowing, conversion privileges, rights
exercise, and the like. One test of reasonableness in short sales against convertible securities, rights and
merger securities is whether the security needed for delivery can be exchanged in normal transfer time. A
firm that normally relies on the stock loan market without advance borrowing can demonstrate compliance by
switching to prior borrowing whenever the stock borrowing market in a particular security becomes tight.

This limitation on short selling applies to all member organizations whether effecting transactions on the
New York Stock Exchange, another national securities exchange, or in the over-the-counter market. The
only exceptions permitted are short sales by specialists, market makers, and odd lot dealers in fulfilling their
market responsibilities.

Arbitrageurs who are unable to borrow securities for deliver must sell short when issued contracts when such
contracts are trading, or refrain from trading when borrowings cannot be effected.

Member organizations are not relieved of the obligation to borrow securities for deliver on short sales where
the security has been exempted from the mandatory buy-in rule.

INTERP. /02 Foreign Securities

“Short sales” of foreign securities transacted on a foreign securities exchange or market through a member of
such exchange or market are not subject to Rule 440C.10.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Member Firm Regulation

PLEASE ROUTE TO MARGIN, CASHIER, COMPLIANCE, ACCOUNT TRANSFER (412) AND DATA PROCESSING
DEPARTMENTS

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF OPERATIONS OFFICERS/PARTNERS

SUBJECT: RULE 412/AUTOMATED CUSTOMER ACCOUNT TRANSFER SYSTEM (“ACATS”)
MONITORING PROCEDURES AND DISTRIBUTION OF REGULATORY REPORT

Rule 412(b)(1) requires a carrying organization to validate and return a transfer instruction within 5 business
days (10 business days for a retirement plan securities account) and Rule 412(b)(3) requires the transfer to
be completed within 5 business days following validation. Compliance with these requirements as well as
certain other ACATS related performance criteria is monitored by the Exchange through use of a National
Securities Clearing Corporation (NSCC) Monthly Regulatory Report.

Generally, a member organization not meeting the requirements of the rule will initially receive a letter from
the Exchange requesting an explanation. Non-compliance with the provisions of the rule may subject member
organizations to Exchange disciplinary proceedings. Member organizations that are not required to utilize
ACATS pursuant to Rule 412(e) are expected to comply with all other provisions of the rule.

In an effort to assist member organizations in monitoring their ACATS performance for compliance with
Rule 412 member organizations will be provided with copies of the ACATS Monthly Regulatory Report on a
quarterly basis.

It is anticipated that this practice will commence with the distribution of the September report in October,
1991. Thereafter, reports will be provided in early January, April, July and October. The reports will be placed
in each clearing member organization's NSCC Data Distribution (“DD”) Box located at 55 Water Street. A
sample copy of the report is attached for your information.

Questions concerning this memorandum should be directed to your Finance Coordinator.

Salvatore Pallante

Senior Vice President

                                                 1. BROKER NO:

                                                 NAME OF FIRM

                                  ACATS REGULATORY REPORT FROM 07/01/91 TO 07/31/91

                                            REPORTING AGENCY: NYSE
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                                   *** RECEIVING PARTICIPANT INFORMATION ***

                                   ACCOUNT TRANSFER SREQUESTED *

                                                                BY FIRM                 
 BY ALL NYSE FIRMS

CASH/MARGIN/SHORT                                                   377                  
        58888

IRA/QUAL. CORP.                                                     194                  
        32652

TOTAL REQUESTED                                                     571                  
        91540

                                   REQUESTED ACCOUNT SREJECTED *

                                                               BY FIRM                 BY
 ALL NYSE FIRMS

REJECTED (21)                                                         6                  
          1784

                                   *** DELIVERING PARTICIPANT INFORMATION ***

                                           ACCOUNT SPROCESSED *

                                                               BY FIRM                 BY
 ALL NYSE FIRMS

                                                              #       %                 
 #           %

CASH/MARGIN/SHORT DELIVERED                                    406     61             
 45859          52
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IRA/QUAL. CORP. DELIVERED                                      168     25             
 24715          28

TOTAL DELIVERED                                                574     86             
 70574          80

VALIDATED ACCOUNTS PURGED

NON-VALIDATED ACCOUNTS PURGED                                                            
 14

MEMO PURGE ACCOUNTS PURGED                                       1                      
 640

REJECTED ACCTS - DELIVERER                                      66     10             
 14072          16

REJECTED ACCTS - RECEIVER                                       21    172              
 1758           2

TOTAL ACCOUNTS PROCESSED                                       658     98             
 87058          98

                                                 ACCOUNT SREJECTED

                                                             BY FIRM                   BY
 ALL NYSE FIRMS

                                                                 #           %           
  #          %

DK (01)                                                          11          16         
 2607         18

TIF ERROR (02)                                                   1           1          
 2118         15
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ADDITIONAL DOCUMENT REQ (03)                                     2           3          
 1295          9

ACCOUNT FLAT (04)                                                25          37         
 3384         24

INCORRECT ACCOUNT NUMBER (05)                                    24          36         
 2706         19

DUPLICATE REQUEST (06)                                           3           4          
 1962         13

TOTAL ACCOUNT REJECTED                                           66          97        
 14072         98

                                            *** ACCOUNTS VALIDATED LATE ***

                                                   CASH/MARGIN/SHORT

                                                                 BY FIRM               BY
 ALL NYSE FIRMS

                                                               #       %                
 #           %

ACCOUNTS PAST DUE - 1 DAY                                     2     100                
 499           67

ACCOUNTS PAST DUE - 2 TO 5 DAYS                                     226                 
 30

ACCOUNTS PAST DUE - 6 TO 10 DAYS                                    16                   
 2

ACCOUNTS PAST DUE - 11 TO 20 DAYS

TOTAL ACCOUNTS VALIDATED LATE                                 2     100                
 741           99
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TOTAL ACCTS VALID LATE MIN DAY 1 (TOTAL                                                
 304

C/M/S + I/Q)

                                                      IRA/QUAL. CORP.

                                                                    BY FIRM            BY
 ALL NYSE FIRMS

                                                                     #     %             
 #           %

ACCOUNTS PAST DUE - 1 DAY

ACCOUNTS PAST DUE - 2 TO 5 DAYS                                                          
 50           80

ACCOUNTS PAST DUE - 6 TO 10 DAYS                                                         
 12           19

ACCOUNTS PAST DUE - 11 TO 20 DAYS

TOTAL ACCOUNTS VALIDATED LATE                                                            
 62           99

TOTAL ACCTS VALID LATE MIN DAY 1 (TOTAL

C/M/S + I/Q)

                                           *** ACCOUNTS DELIVERED LATE ***

                                                 CASH/MARGIN/SHORT

                                                                  BY FIRM              BY
 ALL NYSE FIRMS
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                                                                 #     %              #  
        %

ACCOUNTS DELIVERED LATE - 1 DAY                                  1     100              
 792       72

ACCOUNTS DELIVERED LATE - 2 TO  5 DAYS                                 279               
 25

ACCOUNTS DELIVERED LATE - 6 TO 10 DAYS                                 17                
  1

ACCOUNTS DELIVERED LATE - 11 TO 20 DAYS                                5

ACCOUNTS DELIVERED LATE - 21 TO 30 DAYS                                1

ACCOUNTS DELIVERED LATE - OVER 30 DAYS

TOTAL ACCOUNTS DELIVERED LATE                                    1     100             
 1094       98

TOTAL ACCTS DEL LATE MINUS DAY 1 (TOTAL C/M/S                          416

+ I/Q)

                                                   IRA/QUAL. CORP.

                                                                 BY FIRM               BY
 ALL NYSE FIRMS

                                                                  #      %               
 #         %

ACCOUNTS DELIVERED LATE - 1 DAY                                     2    100             
  441       79
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ACCOUNTS DELIVERED LATE - 2 TO 5 DAYS                                     96             
   17

ACCOUNTS DELIVERED LATE - 6 TO 10 DAYS                                     9             
    1

ACCOUNTS DELIVERED LATE - 11 TO 20 DAYS                                    7             
    1

ACCOUNTS DELIVERED LATE - 21 TO 30 DAYS                                    2

ACCOUNTS DELIVERED LATE - OVER 30 DAYS

TOTAL ACCOUNTS DELIVERED LATE                                       2    100             
  555       98

TOTAL ACCTS DEL LATE MINUS DAY 1 (TOTAL

C/M/S + I/Q)
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Market Surveillance

MOC ORDERS PERTAINING TO INDEX STRATEGIES MUST BE IN BY 3 PM SEE PAGES 1 and 2 FOR
PROCEDURES

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Procedures for Handling Market-on-Close Orders on October 18, 1991 (“Expiration Friday”)

Members and member organizations are reminded that the closing procedures for expiration Friday will again
be implemented on expiration Friday, October 18, 1991, as indicated below. The SEC has formally approved
the extension of the pilot through October 1991.

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on each month's expiration Friday.

1. PROCEDURES RELATING TO THE CLOSE

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. Applicable MOC orders
are those relating to a strategy involving any stock index futures, stock index options, or options on stock
index futures, in the pilot stocks. These procedures have been filed as a rule with the SEC.

The cut-off time is 3:00 p.m. for the entry of MOC orders that relate to a strategy including any stock index
futures, stock index options or options on stock index futures in the pilot stocks. These closing procedures will
again be implemented with the October 18, 1991 expiration.

1. Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such order s, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

2. Pilot Stocks

For the purpose of facilitating the publication of any significant order imbalance in one of the pilot stocks (see
attached list), you must as stated above, enter all MOC orders, in positions relating to a strategy involving any
stock index futures, stock index options. or options on stock index futures, by 3:00 p.m. eastern time. It should
be noted that, pursuant to Rule 13, an order for execution at the close may only be entered for execution at-
the-market; “limit-at-the-close” orders are not permitted.
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As soon as possible after 3:00 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:00 p.m. in those pilot stocks. Additionally, as soon as possible after
3:30 p.m. the Exchange will again publish on the tape any imbalance of MOC orders of 50.000 shares or
more that existed at 3:30 p.m. For those pilot stocks that had imbalance notices published at 3:00 p.m. and
there is no imbalance of 50,000 shares or more at 3:30 p.m., the Exchange will publish a “No Imbalance”
message. If a pilot stock does not have an imbalance message printed at 3:00 p.m., no MOC orders will
be permitted in that stock unless, at 3:30 p.m., due to cancellations, a 50,000 share or more imbalance is
published. If that occurs, MOC orders will be permitted to offset the imbalance published at 3:30 p.m. If a “No
Imbalance” notice is published in a pilot stock at 3:30 p.m., no MOC orders will be permitted. While MOC
orders previously entered may be cancelled or reduced in size, once such publication has been made, any
MOC orders subsequently entered will be accepted only to trade on the opposite side of the market in relation
to such published imbalance. The liquidation of positions relating to a strategy involving any stock index
futures, stock index options, or options on stock index futures using MOC orders entered after 3:00 p.m. is not
permitted, even if such orders might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:30 p.m. may not reflect the imbalance that exists at the close.

These procedures relate only to the pilot stocks. Regular procedures will apply to all other listed securities.

3. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they may be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

4. “G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

5. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.
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Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a)(2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
David Leibowitz at (212) 656-4588.

Robert J. McSweeney

Senior Vice President

                                       

Attachments

                   

2. Expiration Friday Pilot Stocks - October 18, 1991

ABT                    ABBOTT LABORATORIES

AXP                    AMERICAN EXPRESS COMPANY

AHP                    AMERICAN HOME PRODUCTS CORPORATION

AIG                    AMERICAN INTERNATIONAL GROUP INC.

T                      AMERICAN TELEPHONE AND TELEGRAPH

AIT                    AMERITECH

AN                     AMOCO CORPORATION

BUD                    ANHEUSER BUSCH COMPANIES INC.

ARC                    ATLANTIC RICHFIELD COMPANY
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BEL                    BELL ATLANTIC CORPORATION

BLS                    BELL SOUTH CORPORATION

BA                     BOEING COMPANY

BMY                    BRISTOL MYERS COMPANY

CHV                    CHEVRON CORPORATION

KO                     COCA COLA COMPANY

DOW                    DOW CHEMICAL COMPANY

DD                     DU PONT COMPANY

EK                     EASTMAN KODAK COMPANY

LLY                    ELI LILLY AND COMPANY

XON                    EXXON CORPORATION

FNM                    FEDERAL NATIONAL MORTGAGE ASSOCIATION

F                      FORD MOTOR COMPANY

GE                     GENERAL ELECTRIC COMPANY

GM                     GENERAL MOTORS CORPORATION

GTE                    GTE CORPORATION
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HWP                    HEWLETT-PACKARD COMPANY

IBM                    INTERNATIONAL BUSINESS MACHINES CORP.

IP                     INTERNATIONAL PAPER COMPANY

JNJ                    JOHNSON AND JOHNSON

K                      KELLOGG COMPANY

MCD                    MCDONALDS CORPORATION

MRK                    MERCK AND COMPANY INC.

MMM                    MINNESOTA MINING AND MANUFACTURING

MOB                    MOBIL CORPORATION

NYN                    NYNEX CORPORATION

PAC                    PACIFIC TELESIS GROUP

PEP                    PEPSICO INC.

PFE                    PFIZER INC.

MO                     PHILIP MORRIS COS. INC. HOLDING CO.

PG                     PROCTER AND GAMBLE COMPANY

RD                     ROYAL DUTCH PETROLEUM COMPANY
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SGP                    SCHERING PLOUGH CORP.

SLB                    SCHLUMBERGER LTD.

S                      SEARS ROEBUCK AND COMPANY

SBC                    SOUTHWESTERN BELL CORPORATION

TX                     TEXACO INC.

UN                     UNILEVER N.V. ADRS

USW                    U.S. WEST INC.

WMT                    WAL MART STORES INC.

DIS                    WALT DISNEY COMPANY

WMX                    WASTE MANAGEMENT INC.

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of September 20,
1991, and the 20 Major Market Index stocks.

3. MEMORANDUM

Date: October 7, 1991

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) Orders

1. MOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. If there was no MOC imbalance of 50,000 or more shares in a pilot stock at 3 p.m., but due to
MOC order cancellations, an imbalance of 50,000 or more shares exists at 3:30 p.m., should it be
disseminated?
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2A. Yes. Subsequently, contra side MOC orders may be entered.

3Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

3A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

1. Example #1 200,000 buy MOC

50,000 sell MOC

50,000 sell plus MOC

25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000 - S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

2. Example #2 100,000 sell MOC

50,000 buy MOC

25,000 buy minus MOC

25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000 - B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

4Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4- 1/2 - last sale 20 3/8

4A. If the 20 3/8 last sale occurred on a “minus” or “zero minus’ tick, the market-on-close sell plus or sell short
order would go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the other
hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus or sell short
order would go ahead of the 20 1/2 limit sell orders on the book because it should be treated like a market
order. Similarly, a market-on-close buy minus order would be treated as a limit order if the last sale was on a
“plus” or “zero plus”, going behind any buy orders limited at 20 1/4. If the last sale was on a “minus” or “zero
minus” tick, the market-on-close buy minus order would be treated as a market order and executed ahead of
20 1/4 limit buy orders on the book.

5Q. Are limit at7the-close or MOC “short” at-the-close orders permitted?

5A. Limit at-the-close orders, where a specific price is indicated, are not allowed. Firms may enter “short”
MOC orders.

6A. Yes. Brokers in the Crowd should give their orders to the specialist prior to the final bell to allow the
specialist to arrange a closing price. Such orders should be handled like “love” orders on the opening.

7Q. Can MOC orders be entered in the pilot stocks if “No imbalance” notice is published at 3:00 p.m.
or 3:30 p.m.?

7A. No MOC orders may be entered if a “no imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any stock index futures, stock index options or options on stock index futures.
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8Q. While a specialist may not accept MOC after a “no imbalance” has been published may a $2
broker or house broker handle such an order?

8A. Firms should not be entering MOC orders in pilot stocks that have a “no imbalance” message published.
If a broker has such an order, the MOC requirement must be taken off.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

352

http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 91-39

Click to open document in a browser

October 11, 1991

  

Member Firm Regulation

PLEASE ROUTE TO ADVERTISING, RESEARCH AND COMPLIANCE DEPARTMENTS

 TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENTS TO RULE 791 - OPTIONS COMMUNICATIONS TO CUSTOMERS

The Securities and Exchange Commission has approved amendments to Exchange Rule 791 (“Options
Communications To Customers”) by Release No. 34-29682, dated September 13, 1991.

As part of a joint industry effort, the options self-regulatory organizations (“SROs”) have amended their
uniform rules with respect to options communications to customers.

The changes to Rule 791 (see attached Exhibit A) include:

•deletion of the “good taste” provision (existing anti-fraud provisions and the general standards of the Rule
provide more objective standards);

•the addition of “telecommunication device” to the definition of the term “advertisement”;

•changes to the Supplementary Material that are generally intended to strengthen the forcefulness of
provisions relating to disclosures of risk;

•permitting a registered representative to portray (in sales literature) the performance of the individual's past
recommendations providing that all of the conditions specified in the Rule are met; and

•requiring that standard forms of options worksheets used by member organizations must be uniform within
such organization for each product type, e.g., equity, index,interest rate, etc.

These amendments were prompted by certain of the changes made to the industry publication, “Guidelines
for Options Communications” that has been substantially revised to reflect changes that have occurred in the
options market in the last several years and to address the introduction of new products. The “Guidelines”
publication represents the established interpretations to the SROs' rules.

The SROs will be making this publication available soon to their respective members. Member organizations
will be advised as to how to secure copies of this publication in a future memorandum.

Please direct questions concerning this memo to Mary Anne Furlong at (212)-656-4823.

Salvatore Pallante

Senior Vice President

A. Exhibit A

Additions Underscored

Deletions [bracketed]

Communications to Customers

General Rule
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Rule 791.

(a) No member organization or member, allied member or employee of such member organization shall utilize
any advertisement, educational material, sales literature or other communication to any customer or member
of the public concerning options which:

(i) and (ii) - no change

(iii) contains hedge clauses or disclaimers which are not legible, which attempt to disclaim responsibility for
the content of such communication or for opinions expressed therein, or which are otherwise inconsistent with
such communication; or

[(iv) fails to meet general standards of good taste and truthfulness; or]

iv [(v)] would constitute a prospectus as that term is defined in the Securities Act of 1933 and the rules
thereunder, unless it meets the requirements of Section 10 of said Act.

Approval by Compliance Registered Options Principal

(b) All advertisements, educational material and sales literature (except completed worksheets) issued by
a member or member organization pertaining to options shall be approved in advance by the Compliance
Registered Options Principal or [his] designee. Copies thereof, together with the names of the persons
who prepared the material, the names of the persons who approved the material and, in the case of sales
literature, the source of any recommendations contained therein, shall be retained by the member or member
organization and be kept at an easily accessible place for examination by the Exchange for a period of three
years.

(c) and (d) - no change

Definitions

(e) For purposes of this Rule, the following definitions shall apply:

(i) The term “advertisement” shall include any sales communication that reaches a mass audience,
through public media such as newspapers, periodicals, magazines, radio, television, telephone recording,
motion picture, audio or video device, telecommunications device, billboards, signs or through written
communications to customers or the public which conforms with the provisions of Rule 791.20.

(ii) and (iii) - no change

… Supplementary Material:

Disclosure of Risks

10. .10 The special risks attendant to options transactions and the complexities of certain options investment
strategies shall be reflected in any advertisement, educational material or sales literature which discusses
the uses or advantages of options. Such communications shall [All advertisements, educational material
and sales literature discussing the use of options should] include a warning to the effect that options are not
suitable for all investors [for everyone]. In the preparation of communications respecting options, the following
guidelines shall [should] be observed:

(a) Any statement referring to the potential opportunities or advantages presented by options shall [should]
be balanced by a statement of the corresponding risks. The risk statement shall [should] reflect the same
degree of specificity as the statement of opportunities, and broad generalities should be avoided. Thus, a
statement such as “with options, an investor has an opportunity to earn profits while limiting his risk of loss”,
shall [should] be balanced by a statement such as “of course, an options investor may lose the entire amount
committed to options in a relatively short period of time.”
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(b) It shall [should] not be suggested that options are suitable for all investors.

(c) Statements suggesting the certain availability of a secondary market for options shall [should] not be
made.

Advertisements

20. .20 no change

Sales Literature

30. .30 Sales literature pertaining to options shall conform to the following standards:

(a) and (b) - no change

(c) Sales literature may feature records and statistics which portray the performance of past
recommendations or actual transactions [of the member organization (but not of an individual Registered
Representative)], provided that:

(i) through (vi) - no change.

(d) - no change

(e) Standard forms of options worksheets utilized by member organizations, in addition to complying with the
requirements applicable to sales literature, must be uniform within a member organization [.] for each product
type (e.g., equity, index, interest rate, etc).

(f) and (g) - no change

Copyright 2019, NYSE Group, Inc. All rights reserved.
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October 9, 1991

  

Market Surveillance

 TO: All Members, Member organizations and option Trading Right Holders

SUBJECT: NYSE Options Floor Procedures for Extraordinary Market Conditions

The SEC recently approved Exchange Rule 758B which establishes procedures on the NYSE's Options
Floor, which conform to those on other options exchanges, for declaring a “fast market” and for relieving
NYSE Competitive Options Traders (“COTs”) and options specialists of their specific market maker
obligations under NYSE rules.

For one or more classes of options, two Floor Officials are authorized to declare a fast market if they
determine that the level of trading activity or the existence of unusual market conditions are such that the
Exchange is incapable of collecting, processing, and making available to quotation vendors bids and offers in
a manner that accurately reflects the current state of the market on the NYSE's options trading Floor.

Once a fast market is declared, COTs and specialists will be relieved of their obligations under the following
Exchange rules: (1) Rule 758(b)(i)(C)(1), dealing with minimum bid/ask differential requirements for COTS;
(2) Rule 750(e)(i), regarding the affirmative obligations of specialists in maintaining price continuity and depth;
and (3) Rule 758A, regarding specialists' obligations to maintain ten-up markets in their specialty options.
Notwithstanding this specific relief, the Exchange notes that COTs and options specialists will still be required
to act in a manner designed to contribute to the maintenance of a fair and orderly market during this period.

The Rule also requires that two Floor Officials monitor the activity or condition that formed the basis for the
declaration of a fast market and immediately notify the Exchange's Market Surveillance Division when the
Exchange is again capable of collecting, processing and making available to quotation vendors bids and
offers that accurately reflect the current state of the market on the Floor. When the Market Surveillance
Division receives this notification, COTs and options specialists will again be required to comply with
Exchange rules regarding the maintenance of price continuity and depth.

Questions concerning the above rule should be directed to Mr. Joseph Dorilio at (212)656-6197.

Agnes M. Gautier

Vice President

Market Surveillance
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September 20, 1991

  

Market Surveillance

 TO: All Members and Member Organizations

SUBJECT: Hanson PLC/Beazer PLC

The Panel on Takeovers and Mergers (London) has requested that the Exchange distribute the attached
notice regarding U.K. disclosure requirements arising from the proposed offer for Beazer PLC by Hanson
PLC.

Robert J. McSweeney

Senior Vice President

Attachment

1. HANSON PLC AND BEAZER PLC

The Takeover Panel in London (“The Panel”) would like to draw to the attention of Member firms or
Organizations who deal in securities, whether as principal or as agents, the UK disclosure requirements
arising out of the proposed offer for Beazer Plc by Hanson Plc whereby Hanson Plc is offering 90p cash plus
one warrant for every Beazer share.

These requirements are contained in Rule 8 of the UK's City Code on Takeovers and Mergers, copies of
which can be obtained from the Panel. In particular Rule 8.3 requires public disclosure of dealings during an
offer period in relevant securities of an offeror or the offeree company by a person who owns or controls 1%
or more, or would as a result of the transaction in question own or control 1% or more, of any class of relevant
securities of the company concerned.

Disclosure should be made on an appropriate form, available from the Panel, before 12.00 hrs London time
on the day following that on which the deal was effected. These disclosures should be sent to The Company
Announcements Office of the London Stock Exchange. (Facsimile No London 71 588 6057).

We ask that firms advise their clients trading in the securities of either Hanson Plc or Beazer Plc that they
may be affected by these requirements and if there is any doubt as to their application, the Panel should be
consulted.

Further information is available from Chris Yeo or Clare Hunter at the Panel (telephone No London 71 382
9026, facsimile No London 71 638 1551).
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September 13, 1991

  

Market Surveillance

MOC ORDERS PERTAINING TO INDEX STRATEGIES MUST BE IN BY 3 PM SEE PAGES 3 AND 4 FOR
PROCEDURES

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Procedures for Handling Market-on-Close Orders on
September 20, 1991 (“Expiration Friday”)

Members and member organizations are reminded that auxiliary opening and closing procedures for
expiration Friday will be implemented on expiration Friday, September 20, 1991, as indicated below. The SEC
has formally approved the extension of the pilot through October 1991.

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
Products. This exemption from Rule 80A applies only on each month's expiration Friday.

1. OPENING PROCEDURES

Several auxiliary procedures are necessary to integrate stock orders relating to expiring contracts into
NYSE's opening procedures in a manner that assures an efficient market opening in each stock as close to
9:30 a.m. as possible. The auxiliary opening procedures applicable on September 20, 1991 are:

1. Order Entry

Stock orders relating to index contracts whose settlement pricing is based upon the September 20, 1991
opening prices must be received by SuperDot or by the specialist by 9:00 a.m.

- These orders may be cancelled or reduced in size. 1 

- Stock orders relating to index contracts whose settlement pricing is not based upon the September 20
opening prices may be entered after 9:00 a.m.

To facilitate early order entry, SuperDot (1) will begin accepting orders at 7:30 a.m. and (2) will accept market
orders of 30,099 shares or less.

“Limit-at-the-opening” (“limit OPG”) orders are permitted, including delivery through Exchange systems.

- Ordinary limit orders may also be entered.

2. Order Identification

Stock orders relating to opening-price settling contracts must be identified “OPG.”

- Firms entering these orders through SuperDot, but unable to identify orders as “OPG”, may use a unique
branch code or firm identifier (mnemonic) to identify these orders. The NYSE Market Surveillance Division (11
Wall Street, 11th Floor) must be advised of the branch code or identifier by September 23, 1991.
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- Firms unable to identify these orders in either way, and firms not using SuperDot, must submit a list of all
these orders and related details to the NYSE Market Surveillance Division by September 23, 1991.

3. Dissemination of Order Imbalances

For any of the pilot stocks (list attached) having a market order imbalance of 50,000 shares or more at
9:00 a.m., the NYSE will disseminate the size of the order imbalance via the low-speed ticker and the news
services as promptly as practicable after 9:00 a.m.

4. Dissemination of Indications

Except for the auxiliary procedures described above, all stocks, including the pilot stocks, are subject to the
regular NYSE opening procedures, including price indications where a substantial price change is anticipated.
Dissemination of an indication is mandatory for an opening which will result in a price change constituting
the lesser of 10% or three points from the prior NYSE close, or five points if the previous close is $100 or
higher, unless the price change is less than one point. Fifteen minutes must elapse between a first indication
and a stock's opening. However, when more than one indication is necessary, a stock may open (1) five
minutes after the last indication when it overlaps the prior indication (e.g., 51 - 53 overlaps 50 - 52, but does
not overlap 53 - 55) and (2) ten minutes after the last indication when it does not overlap the prior indication,
provided that 15 minutes must have elapsed from the dissemination of the first indication.

2. PROCEDURES RELATING TO THE CLOSE

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. Applicable MOC orders
are those relating to a strategy involving any stock index futures, stock index options, or options on stock
index futures, in the pilot stocks. These procedures have been filed as a rule with the SEC.

The cut-off time is 3:00 p.m. for the entry of MOC orders that relate to a strategy including any stock index
futures, stock index options or options on stock index futures in the pilot stocks. These closing procedures will
again be implemented with the September 20, 1991 expiration.

1. Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

2. Pilot Stocks

For the purpose of facilitating the publication of any significant order imbalance in one of the pilot stocks (see
attached list), you must as stated above, enter all MOC orders, in positions relating to a strategy involving any
stock index futures, stock index options, or options on stock index futures, by 3:00 p.m. eastern time. It should
be noted that, pursuant to Rule 13, an order for execution at the close may only be entered for execution at-
the-market; “limit-at-the-close” orders are not permitted.

As soon as possible after 3:00 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:00 p.m. in those pilot stocks. Additionally, as soon as possible after
3:30 p.m. the Exchange will again publish on the tape any imbalance of MOC orders of 50,000 shares or
more that existed at 3:30 p.m. For those pilot stocks that had imbalance notices published at 3:00 p.m. and
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there is no imbalance of 50,000 shares or more at 3:30 p.m., the Exchange will publish a “No Imbalance”
message. If a pilot stock does not have an imbalance message printed at 3:00 p.m., no MOC orders will
be permitted in that stock unless, at 3:30 p.m., due to cancellations, a 50,000 share or more imbalance is
published. If that occurs, MOC orders will be permitted to offset the imbalance published at 3:30 p.m. If a “No
Imbalance” notice is published in a pilot stock at 3:30 p.m., no MOC orders will be permitted. While MOC
orders previously entered may be cancelled or reduced in size, once such publication has been made, any
MOC orders subsequently entered will be accepted only to trade on the opposite side of the market in relation
to such published imbalance. The liquidation of positions relating to a strategy involving any stock index
futures, stock index options, or options on stock index futures using MOC orders entered after 3:00 p.m. is not
permitted, even if such orders might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:30 p.m. may not reflect the imbalance that exists at the close.

These procedures relate only to the pilot stocks. Regular procedures will apply to all other listed securities.

3. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they may be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

4. “G” OrdersProprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange
Act of 1934 (i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and
precedence to any order which is for the account of a person who is not a member, member organization or
an associated person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

5. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a)(2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
David Leibowitz at (212) 656-4588.
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Robert J. McSweeney

Senior Vice President

                                   

Attachments

                 

3. Expiration Friday Pilot Stocks - September 20, 1991

        ABT           ABBOTT LABORATORIES

        AXP           AMERICAN EXPRESS COMPANY

        AHP           AMERICAN HOME PRODUCTS CORPORATION

        AIG           AMERICAN INTERNATIONAL GROUP INC.

        T             AMERICAN TELEPHONE AND TELEGRAPH

        AIT           AMERITECH

        AN            AMOCO CORPORATION

        BUD           ANHEUSER BUSCH, COMPANIES INC.

        ARC           ATLANTIC RICHFIELD COMPANY

        BEL           BELL ATLANTIC CORPORATION

        BLS           BELL SOUTH CORPORATION
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        BA            BOEING COMPANY

        BMY           BRISTOL MYERS COMPANY

        CHV           CHEVRON CORPORATION

        KO            COCA COLA COMPANY

        DOW           DOW CHEMICAL COMPANY

        DD            DU PONT COMPANY

        EK            EASTMAN KODAK COMPANY

        LLY           ELI LILLY AND COMPANY

        XON           EXXON CORPORATION

        FNM           FEDERAL NATIONAL MORTGAGE ASSOCIATION

        F             FORD MOTOR COMPANY

        GE            GENERAL ELECTRIC COMPANY

        GM            GENERAL MOTORS CORPORATION

        GTE           GTE CORPORATION

        HWP           HEWLETT-PACKARD COMPANY

        IBM           INTERNATIONAL BUSINESS MACHINES CORP.
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        IP            INTERNATIONAL PAPER COMPANY

        JNJ           JOHNSON AND JOHNSON

        K             KELLOGG COMPANY

        MCD           MCDONALDS CORPORATION

        MRK           MERCK AND COMPANY INC.

        MMM           MINNESOTA MINING AND MANUFACTURING

        MOB           MOBIL CORPORATION

        NYN           NYNEX CORPORATION

        PAC           PACIFIC TELESIS GROUP

        PEP           PEPSICO INC.

        PFE           PFIZER INC.

        MO            PHILIP MORRIS COS. INC. HOLDING CO.

        PG            PROCTER AND GAMBLE COMPANY

        RD            ROYAL DUTCH PETROLEUM COMPANY

        SGP           SCHERING PLOUGH CORP.

        SLB           SCHLUMBERGER LTD.
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        S             SEARS ROEBUCK AND COMPANY

        SBC           SOUTHWESTERN BELL CORPORATION

        TX            TEXACO INC.

        UN            UNILEVER N.V. ADRS

        USW           U.S. WEST INC.

        WMT           WAL MART STORES INC.

        DIS           WALT DISNEY COMPANY

        WMX           WASTE MANAGEMENT INC.

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of June 21, 1991,
and the 20 Major Market Index stocks.

4. MEMORANDUM

Date: September 5, 1991

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Openings and Market-on-Close (MOC)
Orders

1. Openings

1Q. Can “limit at the opening” (“limit OPG”) orders be entered in the stocks that are not among the
stocks included in the pilot?

1A. “Limit OPG” orders are now permitted on expiration Friday. Unexecuted “limit OPG” orders are cancelled
after the opening transaction. “Limit-at-the-close” orders are not permitted at any time.

2Q. When can specialists obtain an OARS status request?

2A. At any time after 7:30 a.m., in any stock. (Specialists should review OARS inquiry, freeze and opening
procedures to avoid problems.)

3Q. Must specialists wait until 9:27 a.m. to start the ITS pre-opening application?

3A. No. ITS Pre-Opening notifications may be issued beginning at 9:00 a.m.

4Q. Are “G” orders to sell short at the market handled differently at the opening then at the close on
expiration day?
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4A. Yes, “G” short market orders are covered by two different procedures. At the opening they are handled
as they are on any other day. “G” short market orders must yield to all public limit orders at the lowest valid
short tick. At any higher price the “G” shorts need not yield. At the close, “G” market shorts must yield to all
limit orders at the sale price, even if that price is higher than the first valid short tick.

5Q. How should specialists and Floor Officials handle requests to “hold the opening” in the pilot
stocks?

5A. The Exchange has added auxiliary and early procedures with the express purpose of providing a prompt
opening in all stocks, not just the 50 pilot stocks. Brokers should be told to have their opening interest
represented by 9:30 a.m., and assuming adequate pricing information re: substantial disparity from the close,
all stocks should be opened as quickly after 9:30 as possible.

2. MOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?.

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. If there was no MOC imbalance of 50,000 or more shares in a pilot stock at 3 p.m., but due to
MOC order cancellations, an imbalance of 50,000 or more shares exists at 3:30 p.m., should it be
disseminated?.

2A. Yes. Subsequently, contra side MOC orders may be entered.

3Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

3A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy ‘minus’ orders. Sell “short” MOC orders should be added in with the sell
“plus” orders.

1. Example #1 200,000 buy MOC

50,000 sell MOC

50,000 sell plus MOC

25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000 - S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

2. Example #2 100,000 sell MOC

50,000 buy MOC

25,000 buy minus MOC

25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000 - B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

8Q. While a specialist may not accept MOC after a “no imbalance” has been published may a $2
broker or house broker handle such an order?
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Example: Market 20 1/4-1/2 - last sale 20 3/8

4A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus or sell
short order would go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the
other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus or
sell short order would go ahead of the 20 1/2 limit sell orders on the book because it should be treated like a
market order. Similarly, a market-on-close buy minus order would be treated as a limit order if the last sale
was on a “plus” or “zero plus”, going behind any buy orders limited at 20 1/4. If the last sale was on a “minus”
or “zero minus” tick, the market-on-close buy minus order would be treated as a market order and executed
ahead of 20 1/4 limit buy orders on the book.

5Q. Are limit at-the-close or MOC “short” at-the-close orders permitted?

5A. Limit at-the-close orders, where a specific price is indicated, are not allowed. Firms may enter “short”
MOC orders.

6Q. Should brokers in the Crowd give the specialist their orders prior to the final bell? How should
they be handled by the specialist?

6A. Yes. Brokers in the Crowd should give their orders to the specialist prior to the final bell to allow the
specialist to arrange a closing price. Such orders should be handled like “love” orders on the opening.

7Q. Can MOC orders be entered in the pilot stocks if “No imbalance” notice is published at 3:00 p.m.
or 3:30 p.m.?

7A. No MOC orders may be entered if a “no imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any stock index futures, stock index options or options on stock index futures.

8Q. While a specialist may not accept MOC after a “no imbalance” has been published may a $2
broker or house broker handle such an order?

8A. Firms should not be entering MOC orders in pilot stocks that have a “no imbalance” message published.
If a broker has such an order, the MOC requirement must be taken off.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 91-35
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September 12, 1991

  

Market Surveillance

 TO: Members and Member Organizations

SUBJECT: Reliquifying Transactions

The Securities and Exchange Commission has approved amendments to Exchange Rule 104.10(6) designed
to enhance specialists' ability to fulfill dealer obligations, especially during periods of unusual or volatile
market conditions. The amendments are effective immediately and are attached as Exhibit A.

Rule 104 sets forth expectations in terms of specialists' dealings with respect to the maintenance of fair and
orderly markets. Rule 104.10(6). in particular, provides that a specialist may liquidate or decrease his position
in a specialty stock as long as the transaction is reasonable in relation to general market conditions and the
market conditions of the particular security. In the past, this rule has provided that a specialist should avoid
liquidating all or substantially all of a position in a specialty stock in a destabilizing manner, i.e., by selling
stock on a direct minus or zero minus tick, or by purchasing stock on a direct plus or zero plus tick, unless he
obtains Floor Official approval.

The Exchange believes that specialists must have flexibility in liquidating specialty stock positions in order
to facilitate their ability to maintain fair and orderly markets, particularly during unusual market conditions.
To that end, the Rule has been amended to permit specialists to “reliquify” a dealer position by selling long
inventory stock on a zero minus tick, or by purchasing to “cover” a “short” position on a zero plus tick, without
Floor Official approval.

To continue to emphasize the specialist's affirmative role in providing stabilizing dealer participation to
the marketplace, especially during periods of volatile or unusual market activity, the amendments to Rule
104.10(6) also provide that:

- Liquidations involving the principal selling of any stock on a direct minus tick, or the purchasing of stock on a
direct plus tick will continue to require Floor Official approval, and should be effected only in conjunction with
the specialist re-entering the market on the opposite side of the market from the liquidating transaction when
the immediately succeeding transactions would result in a lower (higher) price following the sale (purchase).

- During volatile or unusual market conditions involving significant price movement in a security, the specialist
should re-enter the market following a liquidating transaction which was effected by selling stock on a direct
minus or zero minus tick, or purchasing stock on a direct plus or zero plus tick and, participate as dealer
against the trend of the market, at a minimum, to the extent of his usual level of dealer participation in the
subject security.

- During such periods, a series of such liquidating or purchasing transactions effected within a brief period of
time should be accompanied by the specialist's re-entry in the market and effecting transactions against the
trend of the market which reflect a significant degree of dealer participation.

To highlight these changes, the Exchange has outlined a number of specific explanatory guidelines which
touch on suitable and nonsuitable elements of dealer transactions under amended Rule 104.10(6,).

•While reliquifying transactions on destabilizing ticks are not limited to extreme market conditions, all
proprietary transaction by specialists in specialty stocks must, nevertheless, be reasonably necessary for
market maintenance in accordance with Rule 104. In this regard, the amendment to Rule 104.10(6) is not
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expected to allow the specialist to use the rule as a vehicle for trading. All destabilizing transactions will be
carefully reviewed. Only under the most unusual circumstances should there be a series of destabilizing
transactions within a relatively short period of time, and only where the specialist re-enters the market,
participating significantly as a dealer against the trend.

•The Exchange currently provides statistics on the percentage of proprietary destabilizing transactions
executed by specialists to the Market Performance and Allocation Committees as a guideline on specialist
performance. As a result of the amendment, such statistics will now reflect zero plus and zero minus
reliquification transactions separately, in conjunction with the overall stabilization percentage in order to
preserve the data's usefulness as an indicator of stabilizing participation.

•Reliquification, as discussed above, is not precluded during periods of significant price movements, but
should be accompanied by substantial dealer participation against the trend of the market even in situations
where continuity and depth reflect variations that are normally experienced in the stock.

1. Examples

(1) Assume that a specialist's normal participation rate is 10% and that the specialist effects a liquidating
transaction by selling stock on a “zero minus” tick. As the stock continued to decline, the specialist's
participation rate was well below that. While the initial reliquifying transaction may have been reasonable, it
would not appear that the specialist appropriately re-entered the market.

(2) If a specialist liquidates a long position on a destabilizing tick (direct minus or zero minus) and the price of
the stock continues to decline, it would be expected that the specialist would exhibit value-added participation
against the market trend in the stock. For example, suppose that a specialist had a substantial long position
in a stock which declined from $20 to $17 1/2, during which time a destabilizing reliquification was effected.
In reviewing this, the Exchange would expect the specialist to have participated against the trend of the
market immediately after the reliquifying transaction, to cushion the price movement as the price declined,
to a degree that is at least equal to or greater than his usual level of dealer participation. In other words, the
specialist would have had to have been a significant buyer of stock after the liquidating transaction.

(3) Assume that a stock normally trades within a one-half point price range, with an average daily volume
of 200,000 shares, and the specialist's TTV is normally 10%. On one particular day, the stock experiences
a decline of 1 1/2 points, involving 100,000 shares with good continuity and depth over a two hour period.
The specialist enters this period with a “long position of 1,000 shares; he purchases 200 additional shares,
then effects a destabilizing sale of 1,000 shares, and subsequently buys and sells 5,000 and 2,000 shares,
respectively. Under this example, the specialist would likely be in violation of Rule 104.10(6) because the
specialist's participation against the market trend was relatively light, in view of the significant price decline.
Further, the destabilizing sale was not significant, in terms of the need to reliquify, in view of the specialist's
relatively small dealer position. A reliquifying transaction must be meaningful and should not be effected if the
specialist has a relatively small dealer position.

In addition, value-added participation is essential during a significant price movement, even when there is
good continuity and depth, and regardless of whether reliquification takes place.

Question concerning the provisions of Rule 104.10(6) and the subjects discussed in this memo may be
referred to Arnold Kotler at 656-6543 or Daniel Saporito on 656-5097.

Robert J. McSweeney

Senior Vice President

A. Exhibit A

Deletions indicated by brackets [ ]

Additions Underscored
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104. Rule 104 Dealings by Specialists

10. .10 Functions of Specialists

(6)

(i) Transactions on the Exchange by a specialist for his own account in liquidating or decreasing his position
in a specialty stock are to be effected in a reasonable and orderly manner in relation to the condition of
the general market, the market in the particular stock and the adequacy of the specialist's positions to the
immediate and reasonably anticipated needs of the round-lot and the odd-lot market and in this connection:[,
unless he has the prior approval of a Floor Official, he should avoid:]

(A) [liquidating of all or substantially all of a position by selling stock at prices below the last different price or
by purchasing stock at prices above the last different price unless] the specialist may liquidate a position by
selling stock on a direct minus tick or by purchasing stock on a direct plus tick only if such transactions are
reasonably necessary in relation to the specialist's overall position in the stocks in which he is registered, and
the specialist has obtain the prior approval of a Floor Official;

[(B) failing to maintain a fair and orderly market during liquidation;

(C) failing to re-enter the market where necessary, after effecting transactions described in (A) above.]

(B) the specialist should maintain a fair and orderly market during liquidation and, after reliquifying, should
re-enter the market to offset imbalances between supply and demand. The selling of stock on a direct minus
tick or a zero minus tick, or the purchasing of stock on a direct plus tick or a zero plus tick should be effected
in conjunction with the specialist's re-entry in the on the opposite side of the market from the liquidating
transaction where the imbalance of supply and demand indicates that immediately succeeding transactions
may result in a lower price (following the specialist's sale of stock on a direct minus tick or a zero minus tick)
or a higher price (following the specialist's purchase of stock on a direct plus tick or a zero plus tick). During
any period of volatile or unusual market conditions resulting in a significant price movement in the subject
security, the specialist's transactions in re-entering the market following a liquidating transaction effected
by selling stock on a direct tick or zero minus tick, or purchasing stock on-a direct plus tick or zero plus
tick, should, at a minimum, reflect the specialist's usual level of dealer participation in the subject security.
During such periods of unusual price movement in a security, any series of such transactions which may
be effected in a brief period of time should be accompanied by the specialist's re-entry in the market and
effecting transactions which reflect a significant degree of dealer participation,

(C) [(D)] the provisions of (A) shall not apply to any purchase or sale of any security made by a specialist
odd-lot dealer to offset positions established in executing odd-lot orders for customers on that day. Such
transactions, are, however, subject to the provisions of Rule 100.
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September 5, 1991

  

Market Surveillance

 TO: Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Required Floor Stationery Formats

This is to remind you of the importance of using standardized Floor stationery formats, as required by Rule
123A.23. These formats were designed by Exchange membership committees and significantly aid ongoing
efforts to facilitate the capture and processing of accurate audit trail data.

All members should have stationery in compliance with the approved formats. If you need a copy of these
formats, please contact Ms. Carol Krusik on 656-4597 or Ms. Maura Maguire on 656-7336.

Robert J. McSweeney

Senior Vice President
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August 19, 1991

  

Market Surveillance

 TO: All Members and Member Organizations

SUBJECT: Effectiveness of Rule 103A (Specialist Stock Reallocation) Standards Pertaining to the Specialist
Performance Evaluation Questionnaire (“SPEQ”)

On April 3, 1991 the Exchange announced in Information Memo No. 91-11 that the SEC approved an
amendment to Rule 103A to add performance standards applicable to the Exchange's SPEQ. These standard
are effective as to specialist unit evaluations for the third quarter of 1991. The amendment to Rule 103A
appears on the reverse side of this memo.

The standards provide that a Performance Improvement Action will be initiated by the Market Performance
Committee whenever:

(i) a unit's overall rank on the SPEQ is in the lowest 10% and its range of ranks is in the lowest 15% for any
quarter; or

(ii) a unit's rank in two or more functions is in the lowest 10% of all units, and its range of ranks is in the lowest
15% of all units for any quarter; or

(iii) a unit's rank in a particular function is in the lowest 10% of all units, and its range of ranks is in the lowest
15% of all units, in each of two consecutive quarters.

The ranks and ranges of ranks operate as follows. Assume, for example, that there are 40 specialist units,
and that unit A has received a rank (either overall or for a particular function) of 37 out of 40, with a range of
ranks of 35 to 40. The unit's overall rank is in the lowest 10%, and its range of ranks is in the lowest 15% as
this range indicates that the unit is not statistically significantly different from a unit rated no higher than 35
(which is in the bottom 15%).

The Market Performance Committee continues to have the authority to counsel specialist units where
appropriate and to impose allocation freezes to improve performance even if no condition is met for a
Performance Improvement Action under Rule 103A.

Questions regarding Rule 103A may be directed to Brian McNamara at (212) 656-7086 or Rick Kaplin at
(212) 656-6755.

Robert J. McSweeney

Senior Vice President

103A. Rule 103A

… Supplementary Material

10. .10 Performance Improvement Action Criteria - The Market Performance Committee shall initiate a
Performance Improvement Action as described in paragraph (b) above whenever a specialist unit does not
meet any standard of acceptable performance as specified below:

(A) Specialist Performance Evaluation Questionnaire
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(i) in any case where a specialist unit's overall rank on the quarterly SPEQ is in the lowest 10% of all
specialist units, and its range of ranks is in the lowest 15% of all units, for any quarter;

(ii) in any case where a specialist unit's rank in two or more functions on the quarterly SPEQ is in the lowest
10% of all specialist units, and its range of ranks is in the lowest 15% of all units, for any quarter;

(iii) in any case where a specialist unit's rank in a particular function on the quarterly SPEQ is in the lowest
10% of all specialist units, and its range of ranks is in the lowest 15% of all units, in each of two consecutive
quarters.

The ranks and ranges of ranks operate as follows. Assume, for example, that there are 50 specialist units,
and that unit A has received a rank (either overall or for a particular function) of 46 out of 50, with a range of
ranks of 44 to 50. The unit's overall rank is in the lowest 10%, and its range of ranks is in the lowest 15%, as
this range indicates that the unit is not statistically significantly different from a unit rated no higher than 44
(which is in the bottom 15%).
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August 13, 1991

  

Market Surveillance

 TO: All Members and Member organizations

FROM: Market Surveillance

SUBJECT: Nonregular-Way Trades - Form 132

Effective with trade date October 7, 1991, SIAC will discontinue keypunching Form 132 data for member
organizations and Form 132 will be discontinued. Thereafter, nonregular-way trades (i.e., cash, next day
and seller's option) must be submitted to comparison either via the Overnight Comparison System (OCS) or
through NSCC. If you have questions about how to input this data, please call Robert Hesdra of Post Trade
Services at (212) 656-3859.

If you have questions concerning audit trail requirements for nonregular-way trades, please call Ms. Carol
Krusik of Market Surveillance at (212) 656-4597.

Robert J. McSweeney

Senior Vice President
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August 9, 1991

  

Market Surveillance

MOC ORDERS PERTAINING TO INDEX STRATEGIES MUST BE IN BY 3 PM SEE PAGES 1 and 2 FOR
PROCEDURES

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Procedures for Handling Market-on-Close Orders on August 16, 1991 (“Expiration Friday”)

Members and member organizations are reminded that the closing procedures for expiration Friday will again
be implemented on expiration Friday, August 16, 1991, as indicated below. The SEC has formally approved
the extension of the pilot through October 1991.

The Provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its Previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on each month's expiration Friday.

1. PROCEDURES RELATING TO THE CLOSE

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. Applicable MOC orders
are those relating to a strategy involving any stock index futures, stock index options, or options on stock
index futures, in the pilot stocks. These procedures have been filed as a rule with the SEC.

The cut-off time is 3:00 p.m. for the entry of MOC orders that relate to a strategy including any stock index
futures, stock index options or options on stock index futures in the pilot stocks. These closing procedures will
again be implemented with the August 16, 1991 expiration.

1. Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

2. Pilots Stocks

For the purpose of facilitating the publication of any significant order imbalance in one of the pilot stocks (see
attached list), you must as stated above, enter all MOC orders, in positions relating to a strategy involving any
stock index futures, stock index options, or options stock index futures, by 3:00 p.m. eastern time. it should be
noted that, pursuant to Rule 13, an order for execution at the close may only be entered for execution at-the-
market; “limit-at-the-close” orders are not permitted.
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As soon as possible after 3:00 p.m., the Exchange will publish on the tape any imbalance of MOC orders
of 50,000 shares or more that existed at 3:00 p.m. in those pilot stocks. Additionally, as soon as possible
after.3:30 p.m. the Exchange will again publish on the tape any imbalance of MOC orders of 50,000 shares
or more that existed at 3:00 p.m. For those pilot stocks that had imbalance notices published at 3:00 p.m.
there is no imbalance of 50,000 shares or more at 3:00 p.m., the Exchange will publish a “No Imbalance”
message. If a pilot stock does not have an imbalance message printed at 3:00 p.m., no MOC orders will
be permitted in that-stock unless, at 3:30 p.m., due to cancellations, a 50,000 share or more imbalance is
published. If that occurs, MOC orders will be permitted to offset the imbalance published at 3:30 pm. If a “No
Imbalance” notice is Published in a pilot stock at 3:30 p.m., no MOC orders will be permitted. While MOC
orders previously entered may be cancelled or reduced in size, once such publication has been made, any
MOC orders subsequently entered will be accepted only to trade on the opposite side of the market in relation
to such published imbalance. The liquidation of Positions relating to a strategy involving any stock index
futures, stock index options, or options on stock index futures using MOC orders entered after 3:00 p.m. is not
permitted, even if such orders might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:30 p.m. may not reflect the imbalance that exists at the close.

These procedures relate only to the pilot stocks. Regular procedures will apply to all other listed securities.

3. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they may be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

4. “G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short”.at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

5. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.
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Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep
in mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applica ble
SEC and New York Stock Exchange regulations should be addressed, such as SEC Section 9(a)(2) of the
Securities Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
David Leibowitz at (212) 656-4588.

Robert J. McSweeney

Senior Vice President

                                      

Attachments

                

2. Expiration Friday Pilot Stocks - August 16, 1991

ABT                ABBOTT LABORATORIES

AXP                AMERICAN EXPRESS COMPANY

AHP                AMERICAN HOME PRODUCTS CORPORATION

AIG                AMERICAN INTERNATIONAL GROUP INC.

T                  AMERICAN TELEPHONE AND TELEGRAPH

AIT                AMERITECH

AN                 AMOCO CORPORATION

BUD                ANHEUSER BUSCH COMPANIES INC.

ARC                ATLANTIC RICHFIELD COMPANY
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BEL                BELL ATLANTIC CORPORATION

BLS                BELL SOUTH CORPORATION

BA                 BOEING COMPANY

BMY                BRISTOL MYERS COMPANY

CHV                CHEVRON CORPORATION

KO                 COCA COLA COMPANY

DOW                DOW CHEMICAL COMPANY

DD                 DU PONT COMPANY

EK                 EASTMAN KODAK COMPANY

LLY                ELI LILLY AND COMPANY

XON                EXXON CORPORATION

FNM                FEDERAL NATIONAL MORTGAGE ASSOCIATION

F                  FORD MOTOR COMPANY

GE                 GENERAL ELECTRIC COMPANY

GM                 GENERAL MOTORS CORPORATION

GTE                GTE CORPORATION
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HWP                HEWLETT-PACKARD COMPANY

IBM                INTERNATIONAL BUSINESS MACHINES CORP.

IP                 INTERNATIONAL PAPER COMPANY

JNJ                JOHNSON AND JOHNSON

K                  KELLOGG COMPANY

MCD                MCDONALDS CORPORATION

MRK                MERCK AND COMPANY INC.

MMM                MINNESOTA MINING AND MANUFACTURING

MOB                MOBIL CORPORATION

NYN                NYNEX CORPORATION

PAC                PACIFIC TELESIS GROUP

PEP                PEPSICO INC.

PFE                PFIZER INC.

MO                 PHILIP MORRIS COS. INC. HOLDING CO.

PG                 PROCTER AND GAMBLE COMPANY

RD                 ROYAL DUTCH PETROLEUM COMPANY
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SGP                SCHERING PLOUGH CORP.

SLB                SCHLUMBERGER LTD.

S                  SEARS ROEBUCK AND COMPANY

SBC                SOUTHWESTERN BELL CORPORATION

TX                 TEXACO INC.

UN                 UNILEVER N.V. ADRS

USW                U.S. WEST INC.

WMT                WAL MART STORES INC.

DIS                WALT DISNEY COMPANY

WMX                WASTE MANAGEMENT INC.

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of June 21, 1991,
and the 20 Major Market Index stocks.

3. MEMORANDUM

Date: August 2, 1991

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) Orders

1. MOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. If there was no MOC imbalance of 50,000 or more shares in a pilot stock at 3 p.m., but due to
MOC order cancellations, an imbalance of 50,000 or more shares exists at 3:30 p.m., should it be
disseminated?
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2A. Yes. Subsequently, contra side MOC orders may be entered.

3Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

3A. When calculating the MOC imbalance., buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “Plus” orders.

1. Example #1 200,000 buy MOC

50,000 sell MOC

50,000 sell plus MOC

25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000 - S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

2. Example #2 100,000 sell MOC

50,000 buy MOC

25,000 buy minus MOC

25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000 - B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

4Q. How are buy minus/sell Plus Market-on-Close orders handled?

Example: Market 20 1/4- 1/2 - last sale 20 3/8

4A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus or sell
short order would go behind the 20 1/2 limit sell orders because it would be treated like a limit order, On the
other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus or
sell short order would go ahead of the 20 1/2 limit sell orders on the book because it should be treated like a
market order. Similarly, a market-on-close buy minus order would be treated as a limit order if the last sale
was on a “Plus” or “zero plus”, going behind any buy orders limited at 20 1/4. If the last sale was on a “minus”
or “zero minus” tick, the market-on-close buy minus order would be treated as a market order and executed
ahead of 20 1/4 limit buy orders on the book.

5Q. Are limit at-the-close or MOC “short” at-the-close orders permitted?

5A. Limit at-the-close orders, where a specific price is indicated, are not allowed. Firms may enter “short”
MOC orders.

6Q. Should brokers in the Crowd give the specialist their orders prior to the final bell? How should
they be handled by the specialist?

6A. Yes. Brokers in the Crowd should give their orders to the specialist prior to the final bell to allow the
specialist to arrange a closing price. Such orders should be handled like “love” orders on the opening.

7Q. Can MOC orders be entered in the pilot stocks if “No imbalance” notice is published at 3:00 p.m.
or 3:30 p.m.?
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7A. No MOC orders may be entered if a “no imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any stock index futures, stock index options or options on stock index futures.

8Q. While a specialist may not accept MOC after a “no imbalance” has been published may a $2
broker or house broker handle such an order?

8A. Firms should not be entering MOC orders in pilot stocks that have a “no imbalance” message published.
If a broker has such an order, the MOC requirement must be taken off.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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July 25, 1991

  

Market Surveillance

 TO: All Members and Member Organizations

SUBJECT: Odd-Lot Trading Practices

Earlier this year, the New York Stock Exchange revised its odd-lot service, affording members and member
organizations the opportunity to provide their customers odd-lot executions with no differential charge for limit
orders.

The Exchange's action was designed to enhance odd-lot executions for all investors by providing more
economic pricing policies achieved through efficient utilization of the Exchange's odd-lot system. In order to
maintain the economic benefits afforded by the differential elimination, the odd-lot system must be used in
a manner consistent with traditional odd-lot practices. Since February, the Exchange has closely monitored
odd-lot activity and has noted the following instances where orders entered into the odd-lot system are not
consistent with these practices:

- the unbundling of round-lots for the purpose of entering odd-lot limit orders in comparable amounts;

- the failure to aggregate odd-lot orders into round-lots when such orders are for the same account or for
various accounts in which there is a common monetary interest; and

- the entry of both buy and sell odd-lot limit orders in the same stock before one of the orders is executed for
the purpose of capturing the “spread” in the stock.

Member organizations must establish and enforce appropriate systems to monitor odd-lot activity to ensure
that the above practices do not occur.

In the Exchange's view, order entry practices which are intended to circumvent the round lot auction market
constitute abuses of the odd-lot system. Where it is determined that such abuses exist, the Exchange intends
to take appropriate regulatory action.

Questions concerning odd-lot trading may be directed to Arnold Kotler, Market Surveillance Division, (212)
656-6543.

Robert J. McSweeney

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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July 23, 1991

  

Member Firm Regulation

PLEASE ROUTE TO FINANCIAL AND OPERATIONS OFFICER/PARTNER AND COMPLIANCE DEPARTMENT

 TO: MEMBER, MEMBER ORGANIZATIONS AND HANDBOOK SUBSCRIBERS

SUBJECT: COMMODITY FUTURES TRADING COMMISSION (CFTC) FINANCIAL AND SEGREGATION
INTERPRETATION NO. 13

On May 15, 1991 the CFTC Division of Trading and Markets issued Interpretation No. 13 under the subject
heading Accounting for Checks Received From a Parent or an Affiliated Entity for Regulatory Compliance
Purposes. A copy is attached for your records.

The CFTC Division of Trading and Markets states that the interpretation is to make clear its position that the
pre-clearance recognition of funds represented by checks received from a parent or affiliated entity or drawn
on an intra-company account is improper for regulatory accounting and compliance purposes, including for
purposes of recognizing such funds as net capital, funds in segregation or funds in a separate account.

Registered securities broker-dealers who are subject to CFTC capital requirements will also be subject to this
interpretation.

Questions regarding this interpretation should be directed to your Finance Coordinator.

Raymond J. Hennessy

Vice President

RETAIN ALL INTERPRETATION/INFORMATION MEMOS FOR FUTURE REFERENCE

1. Financial and Segregation Interpretation No. 13

Accounting for Checks Received From a Parent or an Affiliated Entity for Regulatory Compliance Purposes

Some futures commission merchants (“FCMs”) have argued that they should be able to recognize for
regulatory compliance purposes the value of checks received from affiliated entities and subject to collection
or checks drawn on their own non-segregated bank accounts, i.e., checks which do not represent collected
funds because they have not cleared the affiliated maker's bank account or the maker's own bank account.
The Division through this Interpretation is making clear its position that the pre-clearance recognition of funds
represented by checks received from a parent or affiliated entity or drawn on an intra-company account is
improper for regulatory accounting and compliance purposes, including for purposes of recognizing such
funds as net capital, funds in segregation or funds in a separate account. For regulatory reporting and
compliance purposes, accounting for such transactions must be based upon the actual location of the funds,
rather than the mere possession of uncollected checks for such funds.

As a general matter in connection with checks received from unaffiliated third parties, the convention of
recognizing checks received as the equivalent of cash is entirely appropriate, unless, of course, there
is reason to believe that a check may not clear the maker's bank in the normal course of business or is
otherwise part of a scheme to report false or misleading financial information. However, the Division believes
that the application of such a convention is inappropriate in the very limited cases of affiliated company and
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intra-company transactions where an important objective of the financial statements is to indicate the actual
location of the funds.

It is essential that accounting for these funds in the regulatory reports accurately distinguish between current
and non-current assets, segregated assets and non-segregated assets and separate account assets and
non-separate account assets. This is because the recognition of funds represented by checks received but
not collected in the ordinary course of business may vitiate that objective by permitting, for example, funds
which are actually in an operating account to be reflected as being in the segregated account. Thus, such
a recognition of funds could reflect that an entit y has sufficient funds in segregation to meet its obligations
to its customers, when, in fact, it could actually be undersegregated. Also, in the event that a bankruptcy on
the part of the check's maker would occur before the check cleared, the funds in the source account may
be offset by the bank against other obligations of the firm and never be credited to the segregated account.
Thus, recognition of uncollected funds in these circumstances not only results in the preparation of inaccurate
regulatory reports but also could jeopardize the safety of customer funds.

As a result, the Division is making clear its view that registrants may not recognize the transfer of funds
between the bank accounts of affiliated entities or intra-company transfers for regulatory accounting and
compliance purposes until such funds are finally settled, with respect to the maker's bank account and
credited to the recipient's bank, either through the completion of the process of posting an item to the
indicated account of the drawer, maker or other person to be charged therewith, an irrevocable wire transfer,
or through obtaining and depositing a cashier's check (a check drawn on the maker's bank at the time of
issuance).

In the case of intra-company transfers to a bank account containing segregated funds maintained in
accordance with Section 4d(2) of the Act and related Commission regulations, only checks received from the
firm's own non-segregated bank account may be deposited directly into such segregated account. Checks
received from an affiliated entity to enhance segregated funds (as opposed to checks received on behalf
of customers) must first be deposited in the firm's operating account before the funds are transferred to the
segregated account.

If a firm suspects that it is undersegregated near the close of business, it may increase segregated funds
before the end of the day by: (1) directing its bank to transfer funds from its non-segregated account to its
segregated account, if both accounts are at the same bank; or (2) by making an irrevocable wire transfer or
by obtaining a cashier's check, written on a non-segregated account at another bank and hand-delivering the
cashier's check to the bank where the segregated account is located and obtaining a receipt. In the case of
a cashier's check, while the funds might not be credited to the segregated bank account until the following
day (check received by teller, but after the time for posting of deposits), they are irrevocably committed to
deposit in the segregated bank account on the day of issuance by virtue of the acceptance of the cashier's
check in advance by the act of issuance by the bank and delivery to a bank where the segregated account
is maintained. Other similar instruments which the recipient bank would recognize as immediately available,
same day, funds, may also be acceptable.

The statements made in this Interpretation are not rules of the Commodity Futures Trading Commission,
nor are they published as bearing the Commission's approval. They represent interpretations and practices
followed by the Division in administering the Commodity Exchange Act and the regulations thereunder. For
further information contact: Paul H. Bjarnason, Jr., Deputy Director, or Lawrence B. Patent, Associate Chief
Counsel, Division of Trading and Markets, CFTC, 2033 K St. N.W., Washington, D.C. 20581.

Telephone: (202) 254-8955.

Issued in Washington, D.C. on May 15, 1991 by the Division of Trading and Markets.

Andrea M. Corcoran

Director
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Market Surveillance

MOC ORDERS LIQUIDATING INDEX STRATEGIES MUST BE IN BY 3 PM SEE PAGES 1 and 2 FOR PROCEDURES

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Procedures for Handling Market-on-Close Orders on July 19, 1991 (“Expiration Friday”)

Members and member organizations are reminded that the closing procedures for expiration Friday will again
be implemented on expiration Friday, July 19, 1991, as indicated below. The SEC has formally approved the
extension of the pilot through october 1991.

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its Previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
Products. This exemption from Rule 80A applies only on each month's expiration Friday.

1. PROCEDURES RELATING TO THE CLOSE

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. Applicable MOC orders
are those relating to a strategy involving any stock index futures, stock index options, or options on stock
index futures, in the pilot stocks. These procedures have been filed as a rule with the SEC.

The cut-off time is 3:00 p.m. for the entry of MOC orders that relate to a strategy including any stock index
futures, stock index options or options on stock index futures in the pilot stocks. These closing procedures will
again be implemented with the July 19, 1991 expiration.

1. Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

2. Pilot Stocks

For the purpose of facilitating the publication of any significant order imbalance in one of the pilot stocks (see
attached list), you must as stated above, enter all MOC orders, in positions relating to a strategy involving any
stock index futures, stock index options, or options on stock index futures, by 3:00 p.m. eastern time. It should
be noted that, pursuant to Rule 13, an order for execution at the close may only be entered for execution at-
the-market; “limit-at-the-close” orders are not permitted.
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As soon as possible after 3:00 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:00 p.m. in those pilot stocks. Additionally, as soon as possible after
3:30 p.m. the Exchange will again publish on the tape any imbalance of MOC orders of 50,000 shares or
more that existed at 3:30 p.m. For those pilot stocks that had imbalance notices published at 3:00 p.m. and
there is no imbalance of 50,000 shares or more at 3:30 p.m., the Exchange will publish a “No Imbalance”
message. If a Pilot stock does not have an imbalance message Printed at 3:00 p.m., no MOC orders will
be permitted in that stock unless, at 3:30 p.m., due to cancellations, a 50,000 share or more imbalance is
published. If that occurs, MOC orders will be permitted to offset the imbalance published at 3:30 p.m. If a “No
Imbalance” notice is published in a pilot stock at 3:30 p.m., no MOC orders will be permitted. While MOC
orders previously entered may be cancelled or reduced in size, once such publication has been made, any
MOC orders subsequently entered will be accepted only to trade on the opposite side of the market in relation
to such published imbalance. The liquidation of positions relating to a strategy involving any stock index
futures, stock index options, or options on stock index futures using MOC orders entered after 3:00 p.m. is not
permitted, even if such orders might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:30 p.m. may not reflect the imbalance that exists at the close.

These procedures relate only to the pilot stocks. Regular procedures will apply to all other listed securities.

3. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they may be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

4. “G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

5. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.
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Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a)(2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
David Leibowitz at (212) 656-4588.

Robert J. McSweeney

Senior Vice President

                                      

Attachments

                

2. Expiration Friday Pilot Stocks - July 19, 1991

ABT                ABBOTT LABORATORIES

AXP                AMERICAN EXPRESS COMPANY

AHP                AMERICAN HOME PRODUCTS CORPORATION

AIG                AMERICAN INTERNATIONAL GROUP INC.

T                  AMERICAN TELEPHONE AND TELEGRAPH

AIT                AMERITECH

AN                 AMOCO CORPORATION

BUD                ANHEUSER BUSCH COMPANIES INC.

ARC                ATLANTIC RICHFIELD COMPANY
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BEL                BELL ATLANTIC CORPORATION

BLS                BELL SOUTH CORPORATION

BA                 BOEING COMPANY

BMY                BRISTOL MYERS COMPANY

CHV                CHEVRON CORPORATION

KO                 COCA COLA COMPANY

DOW                DOW CHEMICAL COMPANY

DD                 DU PONT COMPANY

EK                 EASTMAN KODAK COMPANY

LLY                ELI LILLY AND COMPANY

XON                EXXON CORPORATION

FNM                FEDERAL NATIONAL MORTGAGE ASSOCIATION

F                  FORD MOTOR COMPANY

GE                 GENERAL ELECTRIC COMPANY

GM                 GENERAL MOTORS CORPORATION

GTE                GTE CORPORATION
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HWP                HEWLETT-PACKARD COMPANY

IBM                INTERNATIONAL BUSINESS MACHINES CORP.

IP                 INTERNATIONAL PAPER COMPANY

JNJ                JOHNSON AND JOHNSON

K                  KELLOGG COMPANY

MCD                MCDONALDS CORPORATION

MRK                MERCK AND COMPANY INC.

MMM                MINNESOTA MINING AND MANUFACTURING

MOB                MOBIL CORPORATION

NYN                NYNEX CORPORATION

PAC                PACIFIC TELESIS GROUP

PEP                PEPSICO INC.

PFE                PFIZER INC.

MO                 PHILIP MORRIS COS. INC. HOLDING CO.

PG                 PROCTER AND GAMBLE COMPANY

RD                 ROYAL DUTCH PETROLEUM COMPANY
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SGP                SCHERING PLOUGH CORP.

SLB                SCHLUMBERGER LTD.

S                  SEARS ROEBUCK AND COMPANY

SBC                SOUTHWESTERN BELL CORPORATION

TX                 TEXACO INC.

UN                 UNILEVER N.V. ADRS

USW                U.S. WEST INC.

WMT                WAL MART STORES INC.

DIS                WALT DISNEY COMPANY

WMX                WASTE MANAGEMENT INC.

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of June 21, 1991,
and the 20 Major Market. Index stocks.

3. MEMORANDUM

Date: July 10, 1991

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) Orders

1. MOC Orders

1Q. How do you determine the price at which to print the “stopped stock”?

1A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

2Q. If there was no MOC imbalance of 50,000 or more shares in a pilot stock at 3 p.m., but due to
MOC order cancellations, an imbalance of 50,000 or more shares exists at 3:30 p.m., should it be
disseminated?
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2A. Yes. Subsequently, contra side MOC orders may be entered.

3Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

3A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

1. Example #1 200,000 buy MOC

50,000 sell MOC

50,000 sell plus MOC

25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000 - S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

2. Example #2 100,000 sell MOC

50,000 buy MOC

25,000 buy minus MOC

25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000 - B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

4Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4- 1/2 - last sale 20 3/8

4A. If the 20 3/8 last sale occurred on a “minus”, or “zero minus” tick, the market-on-close sell plus or sell
short order would go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the
other hand, if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus or
sell short order would go ahead of the 20 1/2 limit sell orders on the book because it should be treated like a
market order. Similarly, a market-on-close buy minus order would be treated as a limit order if the last sale
was on a plus” or “zero plus”, going behind any buy orders limited at 20 1/4. If the last sale was on a “minus”
or “zero minus” tick, the market-on-close buy minus order would be treated as a market order and executed
ahead of 20 1/4 limit buy orders on the book.

5Q. Are limit at-the-close or MOC “short” at-the-close orders permitted?

5A. Limit at-the-close orders, where a specific price is indicated, are not allowed. Firms may enter “short”
MOC orders.

6Q. Should brokers in the Crowd give the specialist their orders prior to the final bell? How should
they be handled by the specialist?

6A. Yes. Brokers in the Crowd should give their orders to the specialist prior to the final bell to allow the
specialist to arrange a closing price. Such orders should be handled like “love” orders on the opening.

7Q. Can MOC orders be entered in the pilot stocks if “No imbalance” notice is published at 3:00 p.m.
or 3:30 p.m.?
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7A. No MOC orders may be entered if a “no imbalance” notice in pilot stocks is published. Only contra side
MOC orders to a published imbalance may be entered. These orders must not relate to a strategy including
any stock index futures, stock index options or options on stock index futures.

8Q. While a specialist may not accept MOC after a “no imbalance” has been published may a $2
broker or house broker handle such an order?

8A. Firms should not be entering MOC orders in pilot stocks that have a “no imbalance” message published.
If a broker has such an order, the MOC requirement must be taken off.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Member Firm Regulation

PLEASE ROUTE TO CASHIERS, LEGAL, COMPLIANCE AND OPERATIONS DEPARTMENTS

 TO: Members and Member Organizations

SUBJECT: Department of the Treasury FORM PD 1832

The Exchange was recently advised by the Department of the Treasury, Bureau of the Public Debt, of the
reported misuse of Form PD 1832, (see reverse of this page), “Special Form of Detached Assignment for
United States Registered Securities.”

Form PD 1832 is used to certify assignments of registered definitive Treasury securities. It is appropriately
used only at the discretion of Public Debt or a Federal Reserve Bank, acting as Treasury's fiscal agent, in the
following circumstances.

•To correct a defective assignment already made on the back of a registered definitive security,

•To accommodate owners required to sign a large number of securities, or

•To obtain the assignment of two or more geographically separated assignors.

Several incidents have been reported to Public Debt whereby Form PD 1832 was erroneously being used to
represent, convey interest in, or prove ownership of a security. The form is not intended for use without an
accompanying registered definitive Treasury security. As such, it should not be used to assign or establish
an interest in book-entry or agency securities. Form PD 1832 does not by itself convey any interest nor does
it imply any ownership in securities described on its face. Even when properly certified and accompanied
by registered definitive securities, this form is not to be used unless authorized by Public Debt or a Federal
Reserve Bank.

Report any attempted misuse of Form PD 1832 or direct any questions regarding the form to Walter Childs,
Director, Division of Securities Accounts, Bureau of the Public Debt at (202) 287-4040.

Raymond J. Hennessy

Vice President

1. SPECIAL FORM OF DETACHED ASSIGNMENT FOR UNITED STATES REGISTERED SECURITIES

FOR VALUE RECEIVED I assign to _

(Name)

(Taxpayer identifying number and address of assignee)

the following-described registered securities of which I am (we are) the owner(s) or the duly authorized
representative of the owner

TITLE OF LOAN and/or ISSUE

(include interest rate, series, issue date and call and maturity dates)

DENOMINATION SERIAL NUMBER(S) REGISTRATION
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(Exact inscription on each security)

and hereby authorize discharge of registration thereof on the books of the Department of the Treasury.

(Signature by or behalf of owner)

(Additional signature, if required)

I CERTIFY that the above-named person(s) as described, whose identity (or the identity of each of whom) is
well known or proved to me, personally appeared before me this day of 19, 19 _, at _, and signed the above
assignment. (City and State)

(SEAL)(Signature and title of certifying officer)

(Address)

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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July 8, 1991

  

Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: REGULATORY REQUIREMENTS FOR MEMBERS AND FIRMS CONDUCTING A PUBLIC
BUSINESS

Based on results of recent inspections, it is apparent to the Exchange that some members and member
organizations conducting business with the public are not in compliance with the requirements applicable
to the conduct of such business. The attachment outlines a number of the requirements for conducting
business with the public and also identifies certain areas where modifications of some of the requirements
are appropriate to recognize the unique nature of the public business done by individual members and small
member organizations. These relate to certain registration and qualification requirements.

Members and member organizations conducting a public business should review the attachment and ensure
that they are in compliance with all requirements.

The attachment may not include all rules and requirements pertaining to doing a public business and
members and member organizations are expected to comply with all other provisions of the Exchange
Constitution and Rules as well as those of other regulatory and self-regulatory authorities relating to the
conduct of a public business.

Exchange members and member organizations who conduct floor brokerage business should be aware that
expanding their business to include accepting orders from institutional or retail customers and other non-
broker/dealers constitutes a public business which requires prior Exchange approval.

For general questions concerning this circular and the requirements please contact Joseph O'Loughlin
(212-656-5772) or Robert Nofi (212-656-6545). Questions with respect to particular rules or policies may be
asked of the individuals listed on the attachment.

Salvatore Pallante

Senior Vice President

Attachment

1. REQUIREMENTS FOR MEMBERS AND MEMBER ORGANIZATIONS CONDUCTING BUSINESS WITH THE
PUBLIC

1. Registration and Supervision Requirements

1. A person (member or employee) accepting orders from non-member customers (unless such customer
is a broker/dealer registered with the Securities and Exchange Commission) is required to register with the
Exchange and be qualified by passing the Registered Representative Examination (Series7) (Rule 345).
Part-time employment of registered repre-sentatives is permitted with approval of the employing member or
member organization (Rule 346).

2. Members or organizations that conduct a public business must be or have an employee qualified as a
sales supervisor. This requires three years experience as a registered representative and passing the Sales
Supervisor Examination (Series 8) (Rule 342).
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MODIFICATION: A member or employee of a member organiza-tion whose public business is limited to
transactions in Exchange listed securities will be required to pass only Part II of the Series 8 Examination
(Part I deals with options and municipal securities and would not be applicable). A member may engage an
employee to serve as sales supervisor on a part-time basis. However, a person may function as a part-time

sales supervisor for only one member or member organization. * 

3. Members or organizations conducting a public business must be or have a full-time employee qualified as
a Compliance Official by passing the Compliance Official Examination(Series 14) (Rule 342.13(b)).

MODIFICATION: If a member or organization generates less than $500,000 income from such public
business (e.g., com-missions, fees, etc.) there will be no requirement for their Compliance Official to pass
Series 14. However, a Compliance Official must be designated. In addition, a member or organization could
have a part-time employee perform the Compliance Official function. Such part-time Compliance Official may

perform such responsibilities for only one member or one member organization. * 

4. Members or organizations conducting business with the public must be or have a full-time employee
qualified as a financial/operations principal by passing an appropriate qualifying examination (Interpretation of
Rule 311(b)(5)).

MODIFICATION: A financial/operations principal may be a part-time employee, but may perform such

functions for only two members or member organizations. * 

5. Members or organizations must be or have a qualified full-time registered options principal (“ROP”) by
passing an appropriate qualifying examination, compliance ROP(“CROP”) and senior ROP (“SROP”) if
options transactions are conducted for public customers (Rule 722(a) and (b)).

MODIFICATION: A ROP; CROP or SROP may be a part-time employee. However, such functions may be

performed for only one member or member organization. * 

6. Form U-4 (Uniform Application for Securities Industry Registration or Transfer) must be submitted (along
with a fingerprint card) for all personnel required to be registered with the Exchange. For instance, if a
member's clerk is going to accept orders from the public, the clerk must be registered. Blank application
forms may be obtained from Printing and Distribution (212-656-7605) at20 Broad Street, 5th Floor (Rule 345).

7. Registered sales personnel may need to be registered (and take an exam) in each state from which a
public customer order originates. Individual state requirements should be carefully reviewed.

8. Any place of business (other than the Floor) in which a member, allied member or employee is conducting
customer business and where customer records are maintained will have to be identified for Exchange
inspection and could require registration as a branch office. Contact Qualifications and Registrations
(212-656-5530) for further information (Rule 342).

2. Financial Requirements

1. If a public business is conducted but customer funds and/or securities are not received, a minimum net
capital requirement of at least $5,000 must be maintained. If business is conducted with a non-member
broker/dealer the minimum net capital requirement is $25,000. An Exchange seat has no value for net capital
purposes (Exchange Rule 325 and Securities Exchange Act of 1934 (“SEA”) Rule 15c3-1.)

2. Some members or member organizations may choose to carry or clear the business of the public and/or
non-member broker/dealers. In that case, the applicable minimum net capital requirement is $25,000 (SEA
Rule 15c3-1).

3. Net capital must be in a form approved by the Exchange and, in some cases, accompanied by a legal
opinion prepared in accordance with Rule 313(d).
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4. Fidelity bond coverage, pursuant to Rule 319, must be obtained prior to servicing public accounts. The
Exchange may exempt sole proprietors and one person organizations from this requirement provided they
have no employees.

5. While not required, it is suggested that a Floor member maintain an error account with a carrying member
organization and that Floor members advise their Coordinator of the identity of the carrying organization
where the error account is maintained.

3. Carrying Agreement Requirements

1. Floor members and firms regularly accepting orders directly from customers whose accounts are carried by
another member organization are considered to be” introducing members or organizations” and must be party
to an appropriate carrying agreement. All carrying agreements must, pursuant to Exchange Rule 382, be filed
by the carrying broker for prior approval by the Exchange.

2. A carrying agreement to introduce customer business may place additional requirements on the member; a
careful review of these agreements should be made.

3. The member will be responsible for compliance with Exchange Rule 405, the “know your customer”
rule,including obtaining proper customer documentation unless such responsibility is allocated to the carrying
firm pursuant to an Exchange approved carrying agreement (Rule 382).

4. Books and Records Requirements

1. Conducting a public customer business substantially increases books and records requirements. At the
minimum,P&S blotters, order tickets, customer account documents,etc., must be maintained, although
carrying firms may provide support in this regard. Customer orders must be time stamped (time recorded)
upon receipt and execution and all sell orders must be marked either long or short if margin accounts are
serviced. A review of SEA Rules 17a-3 and 17a-4 and Exchange Rules 410, 418, and 440 should be made.

2. Upon the commencement of a public customer business, the filing of FOCUS Report Part IIA will be
required on a quarterly basis. Such reports must be submitted no later than seventeen (17) business days
after end of the calendar quarter (SEA Rule 17a-5).

3. An audit conducted by an independent public accountant in accordance with SEA Rule 17a-5(f)(2) may be
required. An audit agreement, drafted in accordance with this Rule must be submitted to the Exchange if an
audit is necessary. We suggest that members consult with their counsel in this regard (Rule 418.10).

5. Other Requirements

1. If the broker conducts business as a corporation or a partnership, amendments to the organization's
certificate of incorporation or partnership articles may be necessary to permit customer-related business
activities. Any amendments should be submitted to the Exchange (Rule 313).

2. An amended Form B/D may have to be filed with the Securities and Exchange Commission, with a copy to
the Exchange, indicating the member's additional business activities. State s within which a public customer
may reside may also require registration by the member or member organization. We suggest that members
and member organizations consult with their counsel in this regard.

Questions regarding registration and qualification of individuals or branch offices may be directed to Mr. Juan
Vazquez (212-656-4814). Questions regarding other Rules discussed above may be directed to Mr. Joseph
O'Loughlin (212-656-5772), or Mr. Robert Nofi (212-656-6545).

6. Market Surveillance Requirements

All rules and policies governing the representation and execution of orders on the Floor are applicable,
regardless of whether the order is received directly from a non-member, including the following:
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1. Only members are permitted to make and accept bids/offers, consummate transactions or otherwise
transact business on the Floor, e.g., a non-member may not negotiate a trade with the other side of a trade
(Exchange Rule 54).

2. Members and member organizations cannot enter proprietary orders from off the Floor, or for accounts
over which they exercise investment discretion, on the Exchange unless the trade qualifies for various
exemptions contained in SEA Section 11(a), such as the “G” exemption yielding priority, parity and
precedence. In addition, members may not initiate proprietary transactions on the Floor unless provided for
in Exchange Rule 111, e.g., Specialist,Competitive Traders, etc. (SEA Section 11(a) and Exchange Rules 90
and 111).

3. No member while on the Floor shall execute or cause to be executed on the Exchange any transaction for
the purchase or sale of any stock with respect to which transaction such member is vested with discretion as
to the choice of security, the total amount or whether any such transaction shall be one of purchase or sale
(Rule 95 - see also Rule 408).

4. All orders in stocks for the account of a member organization or any member, or any account in which
a member has an interest, must be sent to the Floor through a clearing firm's order room or other facilities
regularly used for transmission of public customers orders. (Rule 112.10)

5. Members and member organizations must retain records with respect to time of receipt of orders, orders
executed,cancelled, unexecuted and whether originated on or off the Floor. This includes copies of time-
stamped Floor tickets and details of error transactions. (Rules 123 and 134.A(d))

6. No member on the Floor should make any bid/offer or trans-action except pursuant to a written order. (Rule
117)

7. All members are required to maintain a record of all in-formation necessary for the capture of audit trail
data(Rule 132).

8. No specialist, his member organization or corporate sub-sidiary of such organization within the meaning of
Rule 322, shall accept an order for the purchase or sale of any stock in which he is registered as a specialist
directly from the company issuing such stock; from any officer,director or 10% stockholder of that company;
from any pension or profit-sharing fund; from any institution, such as a bank, trust company, insurance
company, or investment company. (Rule 113)

9. “Frontrunning” of blocks, such as trading in options or the underlying security by taking advantage of
material non-public information concerning block transactions, is prohibited (Rules 112.20(d) and 476(a)(6)).

10. Registered Competitive Market Makers and Competitive Traders cannot effect an agency trade and a
trade for their principal account in the same stock in the same day(Rules 107 and 112).

Questions regarding the Market Surveillance requirements may be directed to Mr. Daniel Saporito
(212-656-5097) or Mr. Joseph Vuolo (212-656-6765).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

*  Pursuant to Rule 346(e) Exchange approval is required for any person delegated supervisory
responsibility under Rule 342 performing such duties on a part-time basis.

*  Pursuant to Rule 346(e) Exchange approval is required for any person delegated supervisory
responsibility under Rule 342 performing such duties on a part-time basis.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

399

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE54/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D11%28a%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE111/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D11%28a%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE90/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE111/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE95/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE408/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE123/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE117/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE117/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE132/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE322/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE113/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE476%28a%29%286%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE107/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE112/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE342/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE342/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


*  Pursuant to Rule 346(e) Exchange approval is required for any person delegated supervisory
responsibility under Rule 342 performing such duties on a part-time basis.

*  Pursuant to Rule 346(e) Exchange approval is required for any person delegated supervisory
responsibility under Rule 342 performing such duties on a part-time basis.
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July 3, 1991

  

Market Surveillance

PLEASE ROUTE TO MARGIN, CASHIER, COMPLIANCE, ACCOUNT TRANSFER (412) AND OPERATIONS
DEPARTMENTS

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF OPERATIONS OFFICERS/PARTNERS

SUBJECT: AUTOMATED CUSTOMER ACCOUNT TRANSFER SERVICE (ACATS) RESIDUAL CREDIT
PROCESSING

National Securities Clearing Corporation (NSCC) has incorporated an enhancement into ACATS called
Residual Credit Processing which allows a delivering organization to transfer via ACATS residual credit
positions (both cash and securities) which have accrued to an account after the account has been
transferred.

Effective September 30, 1991, all member organizations that are required to process account transfers
through ACATS pursuant to Rule 412(e) and have fully automated transmission capabilities (including PC
driven links) to NSCC must utilize Residual Credit Processing. Member organizations not required to use this
service are also expected to complete the transfer of residual credit positions on a timely basis.

Regulatory questions relating to this matter should be directed to Rudolph J. Schreiber at (212)656-5226.
ACATS system questions should be directed to Thomas K. McCarthy at NSCC (212)412-8655.

Salvatore Pallante

Senior Vice President

NOTE - Information Memo Number 91-23 is in production and will follow shortly.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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July 1, 1991

  

Market Surveillance

 TO: All Members and the Managing Partner/Chief Executive Officer of Each Member Organization

SUBJECT: Rule Amendments Recommended by the Exchange's Market, Regulation Review Committee

The Securities and Exchange Commission recently approved a number of rule changes recommended by the
Exchange's Market Regulation Review Committee. The rule changes are effective immediately.

The rule changes are summarized in Exhibit A. The actual text of the rule changes is contained in Exhibit B.

The Commission's action affects the following rules (page number refers to page in Exhibit B where text of
rule may be found):

I. General Auction Market Rules

Rule 61: Recognized Quotations (p. 1)

Rule 70: Below Best Bid-Above Best Offer (p. 2)

Rule 75: Disputes as to Bids and Offers (p.3)

Rule 76: “Crossing” Orders (p.4)

Rule 79: Bids and Offers-Binding (p.5)

Rule 79A.10: Request to Make Better Bid or Offer (p. 6)

II. Trading and Order Handling Rules Applicable to All Members Generally

Rule 13: Definition of Orders (p. 7)

Rule 60: Firm Quote Rule (p. 8)

Rule 91: Taking or Supplying Securities Named in Order (p. 15)

Rule 95: Discretionary Transactions (p. 16)

Rule 120: Discretion to Employees - Forbidden (p. 17)

Rule 123A: Miscellaneous Order Requirements (p. 18)

Rule 128A: Publication of Transactions (p.24)

Rule 128B: Publication of Changes, Corrections, Cancellations or omissions and Verification of Transactions
(p. 24)

III. Trading Rules Applicable to Specialists

Rule 94: Specialists' or Odd-Lot Dealers' Interest in Joint Accounts (p. 26)

Rule 104.16: Associate Specialists (p. 27)

Rule 104.17: Temporary Specialists (p. 27)

Rule 104A.40: Short Sales (p. 28)
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Rule 104A.50: LIFO Transactions (p. 28)

Rule 115: Disclosure of Specialists' Orders Prohibited (p. 31)

IV. Member Proprietary and On-Floor Trading

Rule 97: Limitation on Members' Trading Because of Block Positioning (p. 32)

Rule 112.10: Orders Initiated “Off the Floor” (p. 33)

Rule 112.20: “On the Floor” and “Off the Floor” (p. 35)

V. Rule 123B: Automated Order Routing Systems Rule (p. 37)

VI. Specialist's Booth Wire Communication Policy (p. 40)

Any questions on the rule changes discussed in this Information Memo may be directed to Brian McNamara
(212) 656-7086 or Donald Siemer (212) 656-6940.

Attachments

Robert J. McSweeney

Senior Vice President

A. Exhibit A

I. General Auction Market Rules

• Rule 61: Recognized Quotations

- clarifies that odd lots cannot be part of quote;

- clarifies that partial round lots can be sent to specialist, but will be executed by odd-lot system;

- adds a clarifying exception for special distributions.

• Rule 70: Below Bid-Above Best Offer

- clarifies that any bid or offer that is made and accepted (in accordance with Rules 45 to 85) results in a
binding trade;

- clarifies that bid at or above offer, or vice versa, results in a trade;

- consolidates Rule 79 (bids and offers made and accepted shall be binding) with Rule 70.

• Rule 75: Disputes as to Bids and Offers

- provides that disputes are not automatically settled in favor of smaller amount, (unlike current presumption
in favor of smaller amount) and that Floor Official reliance should be primarily on statements of member(s) not
party to the transaction.

• Rule 76: “Crossing” Orders

- clarifies that bids/offers must be clearly articulated to trading crowd before stock is crossed.

• Rule 79: Bids and Offers - Binding

- deleted and consolidated into Rule 70.

• Rule 79A.10: Request to Make Better Bid or Offer
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- clarifies that all members requested by a principal to bid or offer at the limit price when that price is better
than the quotation must do so;

- deletes reference to returning orders.

II. Trading and Order Handling Rules Applicable to All Members Generally

• Rule 13: Definition of Orders

- clarifies that an “at-the-opening-only” order remains in force until opening trade;

- broadens definition of “not held” order to include a “buy or sell on print” order;

- clarifies that specialists must accept all types of orders (except not held) unless they obtain Floor Official
approval to refuse an order;

- clarifies that orders are to be executed on a reasonable diligence basis except for “switch orders/contingent
orders”, which may be handled on a “best efforts” basis.

• Rule 60: Firm Quote Rule

- deletes more depth mode and fast trade mode as unnecessary in today's market;

- deletes existing Rule 60 in entirety and replaces with new Rule 60;

- provides that in normal mode the specialist shall always be the responsible broker-dealer for quotations
disseminated by the Exchange;

- modifies the confirmation time period of the non-firm mode by reducing the number of minutes from 60 to
30;

- codifies policies on specialist's responsibility to honor erroneous quotations displayed for six minutes or
more.

• Rule 91: Taking or Supplying Securities Named in Order

- extends procedures for rejecting DOT principal trades to all systematized orders.

• Rule 95: Discretionary Transactions

- deletes exceptions which allow members to execute discretionary transactions for a bona fide cash
investment account or for the account of an individual disabled by illness, absence or similar circumstances;

- deletes reporting requirement for above transactions;

- moves provision prohibiting specialists from originating orders in discretionary accounts to Rule 104.13 on
specialist activities.

• Rule 120: Discretion to Employees-Forbidden

- eliminates Rule 120 as unnecessary, as Rule 54 allows only members and member organizations to
transact business on the Floor.

• Rule 123A: Miscellaneous Order Requirements

- reflects 9:30 opening of trading and provides flexibility to rule on sending orders to odd-lot dealers;

- deletes Rule 123A.46 regarding procedures for executing orders in a group received by specialist via
SuperDOT and replaces by Rule 123B;

- transposes Rule 123A.47 “half point error guarantee” to Rule 123B;

- deletes Rules 123A.50 and 123A.55 on confirmation of GTC orders;
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- deletes Rule 123A.60 on transmission of orders and reports;

- consolidates Rules 123A.75 and 123A.80 on standardized order and cancellation formats.

• Rule 128A: Publication of Transactions

- eliminates reference to “reporter” in the provision requiring a seller to report the sale of security.

• Rule 128B.10: Publication of Changes, Corrections, Cancellations or Omissions and verification of Transactions

- requires that publication of a change or correction to a transaction previously on the tape have agreement of
both buyer and seller and approval of Floor Official;

- deletes as unnecessary Rule 128B.11, since a procedures memorandum would be prepared on reporting a
change to the tape;

- reflects that system errors as well as mechanical and clerical problems may arise.

III. Trading Rules Applicable to Specialists

• Rule 94: Specialists' or Odd-lot Dealers, Interest in Joint Accounts

- merges two paragraphs which both specify that specialist may enter joint account arrangements only with
members or member organizations.

Rule 104

• Rule 104.16: Associate Specialists

- deletes category of Associate Specialist as the category is no longer in general use.

• Rule 104.17: Temporary Specialists

- requires that a Floor Governor rather than Floor Official authorize appointment of temporary specialists.

Rule 104A

• Rule 104A.40: Short Sales

- deletes, as an unnecessary cross reference, rule stating that specialists must comply with short sale rule.

• Rule 104A.50: LIFO Transactions

- deletes reporting requirement in light of automated Form 81 reporting by specialist units.

• Rule 115: Disclosure of Specialists, Orders Prohibited

- permits specialist to use reasonable discretion to respond to market probes in a fair and impartial manner,
and to bring buyers and sellers together.

IV. Member Proprietary and On-Floor Trading

• Rule 97: Limitation on Members' Trading Because of Block Positioning

- changes definition of a “block” to a quantity of stock having a market value of $500,000 instead of $200,000,
for purposes of this rule only (no change to definition of “block” in Rule 127 or ITS block policy).

Rule 112

• Rule 112.10: Orders Initiated “Off the Floor”
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- eliminates prohibition against sending an off-Floor order to the Floor for two minutes following a print of
5,000 shares or more on the tape.

• Rule 112.20 “On the Floor” and “Off the Floor”

- deletes current Rule 112.20(b) regarding certain transactions deemed to be “On-Floor” transactions subject
to restrictions imposed on Competitive Traders and replaces it with new Rules 112.20(b), (c) and (d);

- provides that a member be deemed to be entering an “off-Floor” order for his own account so long as
the order is transmitted to the Floor from a member firm's order room, irrespective of where the member is
physically located when he transmits his order to the member firm;

- states in Rule 112.20(d) that members shall not trade in contravention of Exchange policy against front-
running of block transactions.

V. Exchange Automated Order Routing Systems Rule

• Rule 123B

- codifies all policies and procedures applicable to Exchange trading systems under one rule;

- incorporates the “half point error guarantee” provisions of Rule 123A.47 into Rule 123B(2)(B);

- replaces pricing provisions specifying pricing procedures for orders received in a group by SuperDOT with a
general provision on pricing all systematized orders;

- requires that specialists execute all orders received via Exchange automated order routing systems in
accordance with NYSE auction market procedures;

- clarifies that specialists must expose systematized orders to the trading crowd and must follow “crossing”
procedures before buying or selling stock for own account;

- clarifies that all systematized orders routed to a specialist are “held” orders and specialist may be deemed to
have “missed the market” if such order is not executed against contra side interest in market;

- codifies Exchange policy that Exchange shall not be liable for loss to member or member organization
resulting from use of NYSE automated order routing system.

VI. Specialist's Booth Wire Communication Policy

- specialists would not be permitted a booth wire unless they engage in public business.

- specialists would not be permitted to accept a specialty stock order or modification to stock order over a
booth wire.

- specialists would not be permitted to initiate booth wire conversations with member organizations unless
they have an order(s) therefrom.

- specialists may initiate booth wire communication with a member organization if they have an order with
the member organization unless they have orders on same side of market from more than one member
organization and the execution of those orders might be impacted by the conversation.

- specialists may converse with another member organization's upstairs trading desk over that member
organization's booth wire only to discuss general market conditions or known buying and selling interest.

- specialists may not use favor in engaging in booth wire conversations and must be available to respond to
requests for booth wire conversations impartially or will be deemed to be acting in contravention of just and
equitable principles of trades.

Additions Underscored

Deletions [ ]
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B. Exhibit B

61. Rule 61 Recognized Quotations

Rule 61. The recognized quotations shall be [public] o/ oo INSERT publicly announced bids and offers in lots
of one trading unit or multiples thereof. Any bid or offer for an amount less than one trading unit shall have no
standing in the trading crowd on the Floor and shall not be part of any recognized quotation. Bids and offers
in other market centers which may be displayed on the Floor for the purposes of ITS or other purposes shall
have no standing in the trading crowds on the Floor.

1. Round lots-Odd lots

Bids or offers for less than the unit of trading shall specify the principal amount of the bonds or number of
shares of stock covered by the bid or offer.

2. More than one unit

All bids and offers for more than one trading unit shall be considered to be for the amount thereof or any
lesser number of units except that bids and offers “all or none” may be made in bonds when the number of
units specified in such bid or offer is fifty or more.

… Supplementary Material:

10. .10 Less than trading unit - A transaction in an amount less than the unit of trading does not take bids or
offers from the Floor.

20. .20 More than trading unit - Uneven amounts. - A transaction in more than the unit of trading but not
a multiple thereof (such as 175 shares, 225 shares or $10,500 principal amount of bonds) takes bids and
offers from the Floor, affects “stop” orders, may be published on the tape and in the sales sheet and is not
considered a special transaction. A bid or offer for any such amount is considered to be either for the amount
thereof or for lesser amounts in the unit of trading except in bonds where a bid or offer is made “all or none.”

30. .30 An order which includes one or more trading units and an amount less than one trading unit may
be presented to the specialist, but the amount that is less than one unit of trading shall be processed and
executed by means of the Exchange's odd-lot pricing system and shall not be printed on the tape.

40. .40 Special distributions - Nothing in this Rule shall preclude the effecting of transactions involving Special
Offerings, Exchange and Secondary Distributions as specified in Rules 391, 392 and 393, and the printing of
such transactions on the tape.

70. Rule 70 Below Best Bid - Above Best Offer

Rule 70. When a bid is clearly established, no bid or offer at a lower price shall be made. When an offer is
clearly established, no offer or bid at a higher price shall be made.

All bids made and accepted, and all offers made and accepted, in accordance with Rules 45 to 85 shall be
binding.

… Supplementary Material

10. .10 Any bid which is made at the same or higher price of the prevailing offer shall result in a transaction
at the offer price in an amount equal to the lesser of the bid or offer. The same principle shall apply when an
offer is made at the same or lower price as the bid.

75. Rule 75 Disputes as to Bids and Offers

Rule 75. Disputes arising on bids or offers, if not settled by agreement between the members interested,
shall be settled [,if practicable, by a vote of the members knowing of the transaction in question; if not so
settled, they shall be settled] by a Floor Official. In rendering a decision as to disputes regarding the amount
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traded, the Floor Official shall give primary weight to statements by any member who was not a party to the
transaction and shall also take into account the size of orders held by parties to the disputed transaction, and
such other facts as he deems relevant.

76. Rule 76 “Crossing” Orders

Rule 76. When a member has an order to buy and an order to sell the same security, he shall, except as
provided in Rule 85(e)1 (paragraph 2085), publicly offer such security at a price which is higher than his
bid by the minimum variation permitted in such security before making a transaction with himself. All such
bids and offers shall be clearly announced to the trading crowd before the member may proceed with the
proposed “cross” transaction.

* * *

79A. Rule 79A Miscellaneous Requirements on Stock and Bond Market Procedures

… Supplementary Material:

10. .10 Request to make better bid or offer. - When [a broker] any member does not bid or offer at the limit of
an order which is better than the currently quoted price in the security and is requested by his principal to bid
or offer at such limit, he [should] shall [either) do so [or forthwith return the order].

* * *

13. Rule 13 Definitions of Orders

* * *

At the Opening or at the Opening Only Order

A market or limited price order which is to be executed [at the opening of the stock or not at all,] on the
opening trade of the stock on the Exchange, and any such order or portion thereof not so executed is to be
treated as cancelled.

* * *

“Not Held” Order

A “not held” order is a market or limited price order marked “not held,” “disregard tape,” “take time,” o/ oo
INSERT “buy or sell on print”, or which bears any such qualifying notation.

An order marked “or better” is not a “not held” order.

* * *

Switch Order - Contingent Order

An order for the purchase (sale) of one stock and the sale (purchase) of another stock at a stipulated price
difference. Such an order may be handled on a “best efforts” basis.

* * *

… Supplementary Material

10. .10 Unless he obtains the prior approval of a Floor Official to de-cline to accept an order, a specialist must
accept any order as defined in this Rule that is given to him for execution, with the exception of a not held
order, which the specialist may not accept under any circumstances. In any case where the specialist has
obtained the approval of a Floor Official to decline to accept a Particular type of order, the specialist shall
notify all brokers who had previously entered similarly defined orders that their orders are no longer in effect
and the specialist shall obtain cancellations of all such orders.
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20. .20 Except as may be otherwise specified in this Rule, all members. shall use reasonable diligence in
the handling of any order, as defined in this Rule, entrusted to them for execution to obtain the best price or
prices for their customer, consistent with the terms of the order.

60. Rule 60

(a)

(1) For purposes of this rule, the terms “quotation vendor”, “bid”, “offer”, “reported security”, “quotation size”,
“published bid”, “published offer”, “published quotation size”, “make available”, “aggregate quotation size” and
“specified persons” shall have the meaning given to them in SEC Rule 11Ac1-1.

(2) For the purposes of this rule and SEC Rule 11Ac1-1 as applied to the Exchange and members on the
Floor, the term “responsible broker or dealer” shall mean, with respect to any bid or offer for any reported
security made available by the Exchange to quotation vendors, the specialist in such reported security, who
shall be the responsible broker or dealer to the extent of the quotation size he specifies.

(b) Each member who is a responsible broker or dealer on the Floor shall, in addition to meeting his
obligations as set forth in paragraph (c) of SEC Rule 11Ac1-1 as applicable to such member under this rule,
also abide by such rules and procedures adopted by the Exchange, in order to enable the Exchange to meet
its quotation dissemination requirements under paragraph (b) of SEC Rule 11Ac1-1 as applicable to the
Exchange under this rule.

(c) With respect to paragraph (b) of SEC Rule 11Ac1-1, the Exchange shall, at all times it is open for trading,
collect, process and make available to quotation vendors the highest bid and the lowest offer, and the
quotation size or the aggregate quotation size associated therewith, in each reported security in accordance
with paragraph (e) below (excluding any such bid or offer which is executed immediately after being made in
the crowd and any such bid or offer which is cancelled or withdrawn if not executed immediately after being
made) except during any period when trading in such reported security has been suspended or halted, or
prior to the commencement of trading in such reported security on any trading day. Bids and offers on the
Exchange, and associated quotation sizes and aggregate quotations sizes, shall be collected, processed and
made available to quotation vendors as follows:

(1) Normal Mode - Unless otherwise designated pursuant to the provisions of subparagraphs (c)(2), the
market on the Floor for each reported security shall be considered to be in a “normal mode”. While such
market is in a normal mode, only the specialist shall determine the size to be communicated to the Reporter
and shall be deemed the “responsible broker or dealer” with respect to any bid or offer made available by the
Exchange to quotation vendors.

(2) Non-Firm Mode - With respect to subparagraph (b)(3) of SEC Rule 11Ac1-1, a Floor Governor (or two
Floor Officials in the event a Floor Governor is not available) shall have the power to determine that the level
of trading activity or the existence of unusual market conditions are such that the Exchange is incapable of
collecting, processing and making available to quotation vendors bids, offers and quotation sizes with respect
to one or more reported securities in a manner which accurately reflects the current state of the market on the
Floor. Such officials are sometimes referred to in this subparagraph (2) as the “Initiating Official(s)”. Upon the
making of such a determination, the specialist shall designate the market in such security to be in a “non-firm
mode”, which shall remain in effect for a period not to exceed 30 minutes pending review as described below.

Whenever a Floor Governor or two Floor officials make any such determination with respect to any reported
security, he or they shall immediately notify the Market Surveillance Division of the Exchange. During any
period that the market in a reported security is in a non-firm mode, members on the Floor shall be relieved
of their obligations under SEC Rule 11Ac1-1 as applicable to such members under this Rule 60 with respect
to such reported security, but the specialist shall report bids and offers or revised bids and offers in such
reported security, for publication, on a “best efforts” basis.
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During any period that the market in a reported security is in a non-firm mode, the Initiating Official(s)
shall monitor the activity or condition which formed the basis for his or their determination. No more than
30 minutes after such market has been designated to be in a non-firm mode, the specialist shall review
the condition of such market with the Initiating Official(s), In the event that the Initiating Official(s) are not
available, the specialist shall review such condition with another Floor Governor (or two Floor Officials if a
Floor Governor is not available). Continuation of the non-firm mode for longer than 30 minutes shall require
the reaffirmation of the reviewing Floor Governor or Floor Officials. Such review and reaffirmation shall occur
not less frequently than every 30 minutes thereafter while the non-firm mode is in effect.

When the Exchange is once again capable of collecting, processing and making available to quotation
vendors bids, offers, quotations sizes and aggregate quotation sizes with respect to a reported security that
is in a non-firm mode in a manner which accurately reflects the current state of the market on the Floor, the
Initiating Official(s) or, in the event he or they are not available, another Floor Governor (or two Floor Officials
if a Floor Governor is not available) shall immediately renotify the Market Surveillance Division and the
specialist in such reported security shall designate the market therein to be in a normal mode. Members on
the Floor shall thereupon once again be obligated under SEC Rule 11Ac1-1 as applicable to such members
under this Rule 60 with respect to such reported security.

(d) In addition to meeting its obligations as set forth in paragraph (b) of SEC Rule 11Ac1-1 as applicable
to the Exchange under this Rule 60, the Exchange shall make available to quotation vendors and shall
communicate to other specified persons the appropriate mode identifier in effect as to each reported security
which shall, in the case of the initiation and termination of non-firm modes, effect the requisite notification and
re-notification of specified persons under subparagraph (b)(3) of SEC Rule 11Ac1-1.

(e)

(1) Each specialist shall promptly report in each reported security in which he is registered the highest bid and
lowest offer made in the trading crowd in such security and the associated quotation size that he wishes to
make available to quotation vendors.

(2) Each specialist who is a responsible broker or dealer on the Floor shall:

(i) promptly report as to the reported security whenever a bid, offer or quotation size he previously reported is
to be revised; and

(ii) promptly report as to the reported security whenever a bid and/or offer he pre-viously reported is to be
cancelled or withdrawn.

… Supplementary Material

.10 No specialist shall be deemed to be a responsible broker or dealer with respect to a published bid or
offer that is erroneous as a result of an error or omission made by the Exchange or any quotation vendor.
If a published bid or published offer is accurate but the published quotation size (or published aggregate
quotation size, as the case may be) associated with it is erroneous as a result of an error or omission made
by the Exchange or any quotation vendor, then the specialist who is responsible for the published bid or
published offer shall be obligated to the extent set forth in paragraph (c) of Rule 11Ac1-1 but only to the
extent of one unit of trading in the reported security in question.

.20 While the market for a reported security is in a “normal mode”, the specialist shall honor any bid or
offer then being displayed by quotation vendors which is erroneous, up to the quotation size then being so
displayed, which has been displayed for six minutes or more on the Price Display Unit at the post. Provided,
however, that the specialist shall not be recruited to honor such a bid or offer which is erroneous as to either
price or size or both if:

(i) as a matter or record, an execution, cancellation or update of such bid or offer was in effect or in process;

(ii) in honoring such a bid or offer, the resulting transaction would violate applicable Exchange rules or federal
regulations;

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

410

http://researchhelp.cch.com/License_Agreement.htm


(iii) equipment failure prevents the specialist from monitoring such bid or offer; or

(iv) the price sought upon such quotation is above the current bid or below the current offer, on the Floor, by
(a) one-half point or more in the case of a reported security trading at $50 or less or (b) one point or more in
the case of a reported security trading at more than $50.

[ Rule 60.

(a) For purposes of this rule, the terms “responsible broker or dealer”, “quotation vendor”, “bid”, “offer”,
“reported security”, “quotation size”, “published bid”, “published offer”, “published quotation size”, “make
available”, “aggregate quotation size” and “specified persons” shall have the meaning given to them in SEC
Rule 11Ac1-1.

(b) Each member who is a responsible broker or dealer on the Floor shall, in addition to meeting his
obligations as set forth in paragraph (c) of Rule 11Ac1-1, also abide by such rules and procedure adopted
by the Exchange, as in effect from time to time, in order to enable the Exchange to meet its quotation
dissemination requirements under paragraph (b) of Rule 11Ac1-1.

(c) Each member who is a responsible broker or dealer on the Floor shall:

(i) properly after making a bid and/or offer in the trading crowd for a reported security, communicate to the
Reporter in such security his bid and/or offer (as made in the crowd) and the quotation size that he wishes to
disseminate to quotation vendors;

(ii) promptly notify the Reporter in the reported security whenever his published bid, published offer or
published quotation size is to be revised; and

(iii) promptly notify the Reporter in the reported security whenever his published bid and/or published offer is
to be cancelled or withdrawn.

Notwithstanding anything in Rule 117 to the contrary, if a member who is a responsible broker or dealer
on the Floor leaves the trading crowd for the reported security without notifying the Reporter to cancel or
withdraw his published bid or published offer and, thereafter, an order is received in the trading crowd seeking
that published bid or published offer, the member shall be obligated to that order to the extent set forth in
paragraph (c) of Rule 11Ac1-1.

(d) Each member who is a responsible broker or dealer in a reported security shall make a reasonable effort
to assist the Reporter in assuring that the published bid, published offer, and published quotation size (or
published aggregate quotation size such reported security accurately reflects the market on the Floor

(e) With respect to paragraph (b)(3) of Rule 11Ac1-1, a Floor Governor (or two Floor Officials in the event
a Floor Governor is not available) shall have the power to determine that the level of trading activity or the
existence of unusual market conditions are such that the Exchange is incapable of collecting, processing and
making available to quotation vendors bids, offers and quotation sizes with respect to one or more reported
securities in a manner which accurately reflects the current state of the market on the Floor.

Whenever a Floor Governor (or Floor Officials) makes any such determination he shall immediately notify
the Market Surveillance and Evaluation Division of the Exchange and the Exchange shall communicate a
notification of that determination to all specified persons. Upon completion of such notification to specified
persons, members on the Floor shall be relieved of their obligations under Rule 11Ac1-1 with respect to the
security or securities in question.

The Floor Governor (or Floor Officials) shall monitor the activity or condition which formed the basis for his
determination and he shall immediately renotify the Market Surveillance and Evaluation Division when the
Exchange is once again again capable of collecting, processing and making available to quotation vendors
bids, offers and quotation sizes with respect to one or more reported securities in question in a manner which
accurately reflects the current state of the market on the Floor. Upon completion of such renotification to
specified persons (notice of which shall be sent to the Floor) members on the Floor shall once again be
obligated under Rule 11Ac1-1 with respect to the security or securities in question.
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… Supplementary Material:

.10 If a member who is a responsible broker or dealer on the Floor leaves the trading crowd for the reported
security without notifying the Reporter to cancel or withdraw his published bid or published offer, the specialist
in such security shall be authorized, at his discretion, to cancel or withdraw that member's published bid or
published offer provided that

(i) an order has not been received in the trading crowd seeking that member's published bid or published
offer; and

(ii) at the same time the special cancels or withdraws a published bid or published offer, as contemplated in
this paragraph, the specialist communicates a revised bid or offer, which represents the current market on the
Floor in that reported security, to the Reporter for publication purposes.

.20 No member shall be deemed to be a responsible broker or dealer with respect to a published bid or
published offer that is erroneous as a result of an error or omission made by the Exchange or any quotation
vendor. If a published bid or published offer is accurate but the published quotation size (or published
aggregate quotation size, as the case may be) associated with it is erroneous as a result of an error or
omission made by the Exchange or any quotation vendor, then each responsible broker or dealer with respect
to the published bid or published offer shall be obligated to the extent set forth in paragraph (c) of Rule
11Ac1-1 but only to the extent of one unit of trading in the reported security in question.

Amendments.

August 1, 1978.]

Rule 91.40

[Orders Received by Specialists via the DOT System]

Electronic order Routing and Reporting

40. .40 - In the case where a specialist takes or supplies, for an account in which he has an interest, the
securities named in an order which is received by the specialist via (the DOT system] any Exchange
electronic order routing system, paragraphs (b)(3) and (c)(3) and paragraph .10 above shall not apply. A
member representing the member organization which transmitted the order via the [DOT system] Exchange's
order routing systems, may reject any such trade by notifying the specialist in writing promptly after the
member organization has received a report on the transaction. Any transaction not rejected in this manner
shall be deemed accepted.

95. Rule 95

* * *

(b) The provisions of paragraph (a) of this rule shall not apply [(1) to any discretionary transaction executed
by such member for any bona fide cash investment account or for the account of any person who, due to
illness, absence or similar circumstances, is actually unable to effect transactions for his own accounts;
provided that such member shall keep available for inspection a detailed record of any such transaction and
the grounds for exercising such discretion and shall file with the Exchange regular reports as required, or (2)]
to any transaction permitted by Rule 93 for any account in which the member executing such transaction is
directly or indirectly interested.

[. .Supplementary Material:

.10 Discretionary transactions. - Every member who, while on the Floor has executed or caused to be
executed any discretionary transaction described in clause (1) of paragraph (b) of Rule 95, above, must
report such transactions, when requested, to the Market Surveillance Division on a form which may be
obtained from that department, giving the following information:
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(1) The name and type of each account for which any such transaction was executed.

(2) The name and amount of each stock purchased or sold under such discretion during the period
mentioned.

(3) If for a margin account, the grounds for exercising such discretion with respect to each account.

Only those members who have reportable information should submit reports.

Reports should be made by the individual members and not by the member organizations.

Transactions in bonds should not be reported.

No Report should be made with respect to transactions permitted by Rule 93 for any account in which the
member executing such transactions is directly or indirectly interested.

Reports should not include discretionary transactions effected upon orders originated in the office or “off” the
Floor.

.20 Originating orders in discretionary accounts. - Specialists should not originate orders in the stocks in
which they are registered for any accounts over which they may have discretion.]

120. Rule 120 [Discretion to Employees - Forbidden

Rule 120. No member or member organization shall give to an employee on the Floor discretion to give
orders for the purchase or sale of securities, nor shall any such employee exercise such discretion.]

123A. Rule 123A Record of Orders

Rule 123A

* * *

22. .22 [Sending orders to odd-lot dealers) Sending odd-lot orders - So far as possible, odd-lot orders should
be in the hands of odd-lot brokers on the Floor not later than [9:45 a.m.] 15 minutes prior to the opening of
trading on the Exchange.

* * *

46. [.46 Procedures for Executing Orders Received by a Specialist via the Designated Order Turnaround
(DOT) System. - Market orders received by a specialist via the DOT System must be time stamped by the
specialist unit upon receipt and shall be executed using normal auction market procedures. The specialist
in executing such orders shall be subject to all rules and regulations governing the handling of orders on the
Floor. The procedures set forth below shall supplement the rules and regulations governing the handling of
orders on the Floor and, when not in contravention thereto, shall be applicable in situations where a specialist
receives more than one market order simultaneously (hereinafter referred to as “orders in a group”). The
procedures for pricing such orders are:

(A) In the case where the orders in a group are on both sides of the market and the number of buy orders
equals the number of sell orders and:

(i) where the spread in the quotation is 1/8 point, the buy orders and sell orders in a group shall be stopped
against each other and executed at prices and in amounts corresponding to those of subsequent regular way
sales in the stock; and

(ii) where the spread in the quotation is more than 1/8 point, the buy orders and sell orders in a group shall
be crossed at the price of the immediately preceding regular way sale in the stock, if possible (taking into
account such factors as public bids or offers with priority at that price, etc.). Otherwise, the buy and sell orders
in a group shall be crossed at a price within the quotation as near to the last sale as possible.

(B) In the case where the orders in a group are all on the same side of the market, the orders must be
executed, to the extent possible, at prices that are at or within the quotation that exists at the time the orders
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are received by the specialist. Any and all orders in a group that will be executed outside such quotation must
all be executed at one price, which price shall be within the following parameters:

(i) 1/4 point from the immediately preceding regular way sale when such sale is under $10 per share;

(ii) 3/8 point from the immediately preceding regular way sale when such sale is at $10 per share or more, but
less than $50 per share; or

(iii) 1/2 point from the immediately preceding regular way sale, when such sale is $50 per share or more.

Any deviation from the above price parameters shall require the prior approval of a Floor Official. For
purposes of determining which orders within a group shall receive a price at or within the quotation and
which orders shall receive the price outside the quotation, orders shall be assigned priority within the group in
accordance with the sequence numbers assigned to the orders by the DOT System.

(C) In the case where the orders in a group are on both sides of the market and there is an imbalance of buy
and sell orders, the buy orders and sell orders in a group shall be crossed, to the extent possible, at either the
bid price or the offer price that exists at the time the specialist receives the orders, whichever would be more
appropriate, giving due regard to other public orders that have priority at the bid or offer price as the case may
be. The remainder of the orders in a group would then be on the same side of the market. Any and all orders
in a group that will be executed below such bid or above such offer price, as the case may be, must all be
executed at one price, which price shall be within the parameters set forth in paragraph (B) above unless the
prior approval of a Floor Official is obtained to deviate from the parameters.

47. .47 (a) Rule 411 [2411] provides that the price at which an order is executed shall be binding
notwithstanding the fact that an erroneous report in respect thereto may have been rendered. As between
brokers, when a purchase or sale has been reported in error, and a transaction has appeared on the tape at
the price of the erroneous report and in a quality equal to or exceeding the amount reported, the broker who
made the error must render a corrected report not later than one hour after the opening of business on the
second business day following the day of the transaction. If not so corrected the broker who made the error
will be responsible for any resulting loss.

(b) The provisions in paragraph (a) shall not apply to market orders received by the specialist through the
Designated Order Turnaround System and to limit orders of a size as the Exchange shall from time to time
determine received by the specialist through the Limit Order (LMT) System. As to such DOT orders and
LMT orders, erroneous execution reports sent by the specialist via the System shall be binding except that
(i) if the erroneous report is at a price which is more than one-half point away from the execution price,
then the price of the execution shall be binding, and (ii) if the DOT or IMT subscribing member organization
requests a correction from the specialist prior to the opening on the third business day following the day of
the transaction, the specialist shall correct the execution report to the price of the execution and that price
shall be binding. If the erroneous execution report sent by the specialist is at a price which is more than
one-half point away from the execution price and if a transaction has appeared on the tape at the price
of the erroneous report and in a quantity equal to or exceeding the amount reported, the specialist must
render a corrected report no later than one hour after the opening of business on the second business day
following the day of the transaction. If not so corrected, the specialist will be responsible for any resulting
loss. However, as to LMT orders, erroneous execution reports sent by the specialist shall also not be binding
where the subject security did not trade at or below (or above, as the case may be) the limit price specified on
the order on that trading day.

50. .50 Confirming G.T.C. orders entered on single order slips.-Members and member organizations who use
single order slips when entering G.T.C. orders in the unit of trading on the Floor must confirm such orders
by use of duplicate confirmation and receipt slips not later than the close of the business day following the
entry of such single slip orders. Such orders not so confirmed will be cancelled without notice. Such single
slip G.T.C. orders entered on the last two business days of the period covered by the periodic confirmation
procedure also must be confirmed on the designated confirmation day prescribed by the Exchange in the
same manner as other G.T.C. orders.
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55. .55 G.T.C. orders-Periodic confirmations.-All orders in stocks in the unit of trading, except “day” orders,
shall be entered with specialists only as G.T.C.

“Week” and “month” orders, and orders good until a specified date, may not be entered with specialists.

The Exchange shall designate certain days, which may include nonbusiness days, for periodic confirmation or
renewal of G.T.C. orders (“designated confirmation day”). All existing G.T.C. orders shall expire automatically
at the end of a designated confirmation day unless confirmed or renewed with the specialist.

It shall be the responsibility of members and member organizations to cancel with the specialists those G.T.C.
orders that expire at any time prior to a designated confirmation day.

G.T.C orders properly confirmed or renewed, on a designated confirmation day, in the manner of their
original entry, except as to partial execution or reduction in shares, are entitled to retain the same order
of precedence on the specialist's book, and the specialist will be responsible for their proper entry. G.T.C.
orders which have been cancelled automatically as a result of not having been confirmed or renewed on a
designated confirmation day, if re-entered later must be entered on the book by the specialist in the order of
their receipt.

All confirmations of cancellations of orders and confirmations or renewals of G.T.C. orders shall be dated and
shall contain duplicate receipt stubs.

Specialists must return the receipt stubs of G.T.C. orders, cancellations and confirmations on the same day
on which they are received; specialists must return the receipt stubs of periodic confirmations or renewals
not later than the opening of the following business day or such earlier time as may be prescribed by the
Exchange. Such receipts must be signed or stamped with the name of the specialist.

Receipt stubs of G.T.C. orders will be returned by hand to the telephone booths on the Floor of members
organizations who have given such orders to specialists.

Specialists must be represented on the trading Floor on the designated confirmation day unless specifically
excused by a Floor Governor, and specialists must take steps to insure sufficient clerical support staff
to assist in the confirmation process. All members and member organizations having G.T.C. orders on
specialists' books must also be represented on the trading Floor on the designated confirmation day, unless
specifically excused by a Floor Governor, and such members and member organizations must take steps to
insure that their offices are sufficiently staffed.

The Exchange may prescribe specific hours during which specialists and other members and member
organization must have staff available on the designated confirmation day.

(See “Responsibility for Reduction of Orders” at paragraph 2118.30.)

60. .60 Transmission of orders and reports. - Pages with green arm bands (“green diamond” pages), “carrier”
pages, reporters, tubemen and supervisors are not permitted to leave their stations.

Squad pages assigned to trading posts may be used by members to carry orders, reports and cancellations
of full lots only and to answer annunciator numbers.

Any order, report, cancellation, requests for quotation or request for report may be dispatched through the
pneumatic tubes, but may not (except to the extent indicated above) be carried by pages.

Members are requested to instruct their clerks to dispatch requests for quotations, reports, etc., through the
tubes. Specialists are requested to instruct their clerks to return answers promptly by the same method.

All orders, reports, etc. sent through the tubes must be addressed to the brokers, firms or corporations
for whom they are intended. Tube attendants have been instructed not to accept unaddressed slips for
transmission.

The services of a broker should be utilized for the transmission of urgent orders or cancellations.
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Floor reports of transactions should be dispatched to a member's office from the Floor by sending the reports
through the locked boxes installed in the Exchange Building.

The cards of identification necessary for collecting such reports from the locked boxes are Stock Clearing
Corporation passes.

Manila envelopes of standard size and style must be used for sending the reports through the locked boxes.
A clearing member or member organization must use envelopes bearing his or its own name and clearing
number; a non-clearing member or member organization must use envelopes bearing either his or its own
name or the name and clearing number of the member or member organization who clears the transaction.
The envelopes are collected at frequent intervals by Exchange employees and deposited in the locked boxes
in the Exchange building where they should be called for by representatives of the member or member
organization. Clearing members or member organizations will be provided with such boxes; additional boxes
are available for the use of non-clearing members or member organizations who desire to use envelopes
bearing their own names and call for their own reports. The standard envelopes which must be used for the
purpose are provided by the Exchange and no other type of envelope may be used. They may be ordered in
lots of 100 through the Market Surveillance Division, the charge therefor being approximately at cost to the
Exchange. The envelopes have a natural expansion of one inch and should not be expanded beyond that
point as this makes it impossible to insert them in the locked boxes.]

* * *

Short Sales

[.75 Marking sell orders “long” or “short.” - Members and member organizations and their employees are
requested, when marking sell orders “long” or “short,” to make such notations in the upper right hand
corner of the order slip. To comply with the requirement for marking orders “long” or “short,” firms using
teletypewriter machines for transmission of orders to the Floor shall use the mnemonics “SL” (sell long) or
“SSHRT” (sell short).

80. .80 Identification of orders and cancellations. - All orders and cancellations of orders must be dated.]

75. .75 Order Identification. All members and member organizations shall comply with such re quirements
concerning the format for noting the identification and cancellation of orders, and such requirements and
formats concerning special notations to be placed on orders, as the Exchange may from time to time
prescribe.

128A. Rule 128A

… Supplementary Material: Publication of Transactions

10. .10 Duty of seller. - It is the duty of the seller to [notify the reporter in the Crowd of a sale.] report the sale
of a security in such manner as to facilitate the printing of the trade on the tape. Members should promptly
call the attention of [reporters] the appropriate person(s) to any error on or omission from the tape.

* * *

128B. Rule 128B

Publication of Changes, corrections, Cancellations or Omissions and Verification of Transactions

… Supplementary Material:

10. .10 Publication on the tape or in the “sales sheet”. - Publication of a change or a correction in a
transaction which previously appeared on the tape, or publication of the cancellation of a transaction which
previously appeared on the tape and which was properly rescinded, or publication of a transaction omitted
from the tape may be made on the tape on the day of the transaction [at the request of one of the parties
thereto with the approval of a Floor official.] provided both buying and selling members agree to the change in
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the transaction(s) and approval is received from a Floor Official. In the event such publications are not made
on the tape on the day of the transaction, they may be published on the tape at least ten minutes prior to the

opening of business on the following business day or in the “sales sheet” *   within seven calendar days of the
date of the transaction with the approval of both the buying and selling members and a Floor Official, provided
the price of the transaction does not affect the high, low, opening or closing price of the security on the day of
the transaction.

11. [.11 Verification. - A transaction which may not be published on the tape or in the “sales sheet” *   after
the date of the transaction may be confirmed by the Department of Floor Procedure, upon the written request
of one of the parties to the transaction provided the department is able to verify the facts with the other
party to the transaction. This written request must contain: the date on which the transaction was made and
approximate time thereof; the name, amount and price of the security and the names of the participating
brokers on the Floor.]

12. .12 Mechanical, system and clerical errors. - Erroneous publications made on the tape due to mechanical
or system troubles or to clerical errors may be corrected on the tape on the day of the transaction, or in

the “sales sheet” *   within seven calendar days of the date of the transaction under the direction of [the
supervisor or official having jurisdiction] an authorized New York Stock Exchange employee.

13. .13 Other errors. - A correction in the amount of a transaction reported erroneously by a party to the

transaction, may be published on the tape on the day of the transaction, or in the “sales sheet” *   within
seven calendar days of the date of the transaction with the approval of a Floor Official.

Members who wish to make requests to have publications made on the tape or in the “sales sheet” or to have
verifications of transactions made should first take up the matter as to procedure with a reporter in the Crowd
where the security is dealt in or with the supervisor at the post.

94. Rule 94

Specialists' or Odd-Lot Dealers' Interest in Joint Accounts

Rule 94.

(a) A specialist or odd-lot dealer who conducts business an an individual or on behalf of a member
organization, shall neither directly or indirectly acquire or hold any interest or participation in any joint account
for buying or selling on the Exchange, or through ITS or any other Application of the System, any stock in
which such specialist or odd-lot dealer is registered, except a joint account in which such individual or such
member organization is the participant (i) with a member or members who conduct business as individuals; or
(ii) with a member organization.

[(b) A specialist or odd-lot dealer, who conducts business on behalf of a member organization, shall neither
directly nor indirectly acquire or hold any interest or participation in any joint account for buying or selling on
the Exchange, or through ITS or any other application of the System, any stock in which such specialist or
odd-lot dealer is registered, except a joint account in which such member organization is the participant with
(i) a member or members who conduct business as individuals; or (ii) with another member organization.]

Amendments.

May 18, 1972.

August 11, 1978.

104. Rule 104

16. [.16 Associate specialists. - Any member who expects to act as assistant to a regular specialist
in handling the “book”, but does not expect either to solicit orders or to assist in the maintenance and
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stabilization of the market by purchases and sales for his own account, may be registered as an associate
specialist.

The duties of an associate specialist are the execution of commission orders entrusted to the regular
specialist, and rendering such other assistance as may be necessary either to the regular specialist or relief
specialist.

An associate specialist is not responsible for the maintenance or stabilization of the market by purchases or
sales for his own account. He is prohibited from handling the “book” or making any bid or offer unless either
the regular specialist or a relief specialist is present.]

17. .17 Temporary specialists. - In the event of an emergency, such as the absence of the regular and relief
specialists, or when the volume of business in the particular stock or stocks is so great that it cannot be
handled by the regular and relief specialists without assistance, a Floor [Official] Governor may authorize a
member of the Exchange who is not registered as a specialist or relief specialist in such stock or stocks, to
act as temporary specialist for that day only.

A member who acts as a temporary specialist by such authority is required to file with [the] Market
Surveillance [Division], at the end of the day, a report showing (a) the name of the stock or stocks in which
he so acted, (b) the name of the regular specialist, (c) the time of day when he so acted, and (d) the name of
the Floor [Official] Governor who authorized the arrangement. The necessary forms may be obtained at the
Information Desk.

The Floor [Official] Governor will not give such authority for the purpose of permitting a member not registered
as specialist or relief specialist habitually to relieve a regular specialist at lunch periods, etc.

If a temporary specialist substitutes for a regular specialist, and if no regular or relief specialist is present, the
temporary specialist is expected to assume the obligations and responsibilities of regular specialists for the
maintenance and stabilization of the market.

… Supplementary Material:

40. [.40 Short sales. - Members dealing for their own account are subject to the restrictions of the short selling
rules (see 2440B). The statement in the second paragraph under “Functions of Specialists” (see 104.10) that
the function of a specialist includes “the maintenance, in so far as reasonably practicable, of a fair and orderly
market on the Exchange in the stocks in which he is so-acting” shall apply only to the extent that the short
selling rules permit.]

104A. Rule 104A.50 - Equity Trading Reports. - [ Form 81 Reports]

Every specialist (including relief specialists) must keep a record of purchases and sales initiated on the
Floor (including purchases and sales resulting from commitments or obligations to trade issued from the
Exchange through ITS or any other application of the System), in stocks in which he is registered, for an
account in which he has an interest. Specialists must also maintain records of purchases and sales in the
Exchange's off-hours trading sessions. Such record must show all data as required by Rule 132.30, including
the sequence in which each transaction actually took place, [and insofar as practicable] the time thereof, and
whether such transaction was at the same price or in what respect it was at a different price in relation to the
immediately preceding transaction in the same stock. The price designations for transactions made in another
market center through ITS or any other application of the System are to be determined from the immediately
preceding transaction price on the Exchange at the time the commitment or obligation to trade is issued.
Specialists and relief specialists are required to report such transactions [on Form 81, on periodic call from
the Exchange. A separate form must be used for each stock involved.] in such automated format and with
such frequency as may be prescribed by the Exchange.

[Specialist units who operate on LIFO basis for valuing inventory are required to submit unless otherwise
required, an equity trading data report in such automated format as the Exchange may prescribe for the
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30-day period prior to the end of the unit's year. This requirement is applicable to specialist units valuing
inventory on a LIFO basis, whether they operate on a calendar year or fiscal year basis.]

Rule 104.12 sets forth circumstances under which specialists who maintain investment accounts in specialty
stocks are required to submit [a report on Form 81.] an equity trading data report.

Options trading data reports. - Every specialist (including relief specialists) must keep a record of all options
purchases and sales to hedge his specialty stock positions as permitted by Rule 105 and must report such
transactions in such automated format and with such frequency as may be prescribed by the Exchange.

[In preparing reports, the instructions set forth below must be followed.

Dates. - All reports are to be based on trade (not blotter) dates.

Price designations. - In recording and reporting such transactions, if a transaction was effected at a price:

(1) which was above the price at which the immediately preceding transaction in the stock took place on the
Exchange, enter the designation+(plus);

(2) which was below the immediately preceding price, enter the designation−(minus);

(3) which was at the same price as the last sale, enter the designation 0+(zero plus) or 0−(zero minus) as the
case may be.

These designations are to be entered in the column on the forms headed “+−0+0-.”

Symbols to be used in recording and reporting special types of transactions. - Transactions made:

(1) In error and to offset an error are to be designated “E”;

(2) for bona bide arbitrage are to be designated “ARB”;

(3) to effect or facilitate a distribution of securities (see SEC Regulations 240.10b-6, 7, 8 [4330-433d2], or
if such transactions and such distributions are made pursuant to the approval of the Exchange, are to be
designated “R”;

(4) through ITS or any other Application of the System in another market center are to be designated “IO”;
and

(5) through ITS or any other Application of the System on the Exchange are to be designated “II”.

The above symbols should be placed on the form after the price of the stock.

Symbols to be used in recording and reporting opening positions. - The position at the opening in a stock is
to be entered in the appropriate column on the form in connection with the transaction in such stock that day.
It is not necessary to record changes in positions in that stock for the remainder of that day. Indicate “short
“positions with the symbol “S”. Indicate “even” positions with the symbol “O”.

Price, number of shares and time of transaction. - The price and the number of shares involved in each
purchase and sale must be reported as nearly as practicable in the sequence in which the transactions
occurred, including the time thereof.

Miscellaneous. - For the purpose of this report, “short” sales are those defined in the Securities and Exchange
Commission's Regulation 240.3b-3, but not including any sale exempted by paragraph (e) of Regulations
240.-10a-1 of the Securities and Exchange Commission. If a portion of a certain sale was “short” and the
remainder was “long”, the number of shares sold “short” and the number of shares sold “long” should be
recorded in the appropriate columns of the form.

If the face of the form is not adequate for all reportable transactions, the record should be continued on the
reverse side. If one copy of the form does not provide sufficient space to record all transactions, additional
copies should be used, which should be numbered in series with the first copy of the form and they should be
attached thereto.
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Signature on reports. - Each report submitted by a member should bear his signature or that of a person
authorized to submit the report for him. Reports submitted a member organization should be signed by a
member associated with the member organization as a member or by an officer or other person authorized to
sign.

Forms. - Forms may be obtained from Printing and Distribution Section, 20 Broad Street, New York, N.Y.
10005.]

Inquiries. - Inquiries in connection with these reports should be addressed to [the] Market Surveillance
[Division], 11 Wall Street, 10th Floor, telephone 656-6755. [Hanover 2-4200, Extension 1142 or 1141]

115. Rule 115

Disclosure of Specialists' Orders Prohibited

Rule 115. No member acting as a specialist shall directly or in-directly disclose to any person, other than
a Floor official or other official of the Exchange, any information in regard to the orders entrusted to him as
specialist, except that a specialist may disclose information contained in his book:

(i) for the purpose of demonstrating the methods of trading to visitors to the Floor;

(ii) to other market centers in order to facilitate the operation of ITS or any other Application of the System
provided, in either case, that at the same time he makes the information so disclosed available to all
members ; and

(iii) to provide information about buying or selling interest in the market at or near the prevailing quotation, in
response to an inquiry from a member conducting a market probe in the normal course of business, provided
that the specialist shall make the same information available in a fair and impartial manner to any member
who shall so inquire, and further provided that the specialist shall not disclose the identity of any buyer or
seller represented on his book unless expressly authorized to do so by the broker who entered the order with
the specialist.

97. Rule 97

… Supplementary Material

* * *

10. .10 Definitions - *** For the purposes of this Rule, a block shall mean a quantity of stock having a market
value of ($200,000) $500,000 or more which is acquired by a member organization on its own behalf and/or
for others from one or more buyers or sellers in a single transaction.

112. Rule 112.10

10. .10 Orders Initiated “Off the Floor”. -(a) All orders in stocks for the account of a member organization or
any member, allied member, or approved person in such organization or officer or employee thereof or a
discretionary account serviced by the member or member organization must be sent to the Floor through a
clearing firm's order room or other facilities used for transmission of public customers, orders to the Floor.

[(b) After learning in any way about any trade involving 5,000 shares or more, an off-Floor order in the same
stock for any accounts in Paragraph (a) above may not be transmitted to the Floor for a period of two minutes
following the print of such trade on the ticker tape. This does not preclude the supplying from the Floor of
quotations and size of markets in a specific stock or stocks when such information has been requested or
when such information is furnished in the normal course of business in servicing public customers.]

The restrictions of [the two paragraphs above] paragraph (a) shall not apply to an order

(i) when a Floor Official expressly invites a member or members to participate in a difficult market situation;
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(ii) to facilitate the purchase or sale of a block of stock because the market on the Floor could not readily
absorb the block at a particular price or prices, except that the exemption from paragraph (b) above will apply
only to an order entered at the express invitation of a Floor Official;

(iii) to sell stock for an account in which the member organization is directly or indirectly interested if, in
facilitating the sale of a large block of stock, the member organization acquired its position on the Floor
because the demand was not sufficient to absorb the block at a particular price or prices;

(iv) to effect bona fide arbitrage or to engage in the purchase and sale, or sale and purchase of securities of
companies involved in publicly announced merger, acquisition, consolidation, tender, etc.; or

(v) to offset a transaction made in error.

[General Information Regarding Rule 112.10 Above

The member, allied member, registered representative or trader entering an off-Floor order is the person
responsible for adhering to the time requirement as well as the other conditions and provisions of the Rule.

The two-minute period during which an order may not be entered will be measured only from the first of any
series of transactions of 5,000 shares or more when such later sales are made at the same price as the initial
block print.

The provisions of the Rule do not apply to orders entered without knowledge of a transaction or a proposed
transaction involving 5,000 shares or more.]

Rule 112.20

20. .20 “On the Floor” and “Off the Floor”. - (a) “On the Floor” or “On-Floor” means the trading Floor of the
Exchange and the premises immediately adjacent thereto, such as the smoking rooms, the various entrances
and lobbies of the 11 Wall Street, 18 New Street, 12 Broad Street and 18 Broad Street Buildings, and also
means the telephone lobby in the first basement of 11 Wall Street and the Luncheon Club on the seventh
floor (with the exception of the public telephones in the Luncheon Club). [An off-Floor order for an account
in which a member has an interest is to be treated as an on-Floor order if it is executed by the member who
initiated it.]

(b) A member using a communication facility located on the Floor of the Exchange to enter an order for his
own account will be deemed to be initiating an off-Floor order if such order is routed through a clearing firm's
order room, where a time-stamped record of the order is maintained, before such order is re-transmitted to
the Floor for execution. However, an off-Floor order for an account in which a member has an interest is to be
treated as an on-Floor order if it is executed by the member who initiated it.

(c) Any order entered by a member organization for any account in which it, or any member, allied member,
or approved person in such organization or officer or employee thereof is directly or indirectly interested, or
for any discretionary account serviced-by the member organization, following a conversation with a member
or employee in that organization who is on the Floor, shall be deemed to be an off-Floor order, provided
(i) that such order is transmitted to the Floor through an order room or other facility regularly used for the
transmission of public orders to the Floor, where a time-stamped record of the order is maintained; or (ii) an
exception from the order room transmission requirement is available under Rule 112.1

(d) No member or member organization shall execute, or cause to have executed, on the Exchange, any
order for any account in which such member, member organization, or any member, allied member, or
approved person in such organization or officer or employee thereof, or for any discretionary account serviced
by the member or member organization, in contravention of any Exchange Policy against the front-running of
block transactions that the Exchange may from time to time adopt and make known to its members.

[(b) In addition to transactions originated on the Floor by a Competitive Trader for an account in which he has
an interest, the following transactions are considered on-Floor trading for the purpose of Rules 108, 110, 111
and 112 and subject to all the restrictions on Competitive Traders:
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(1) any transaction for a member organization:

(i) which results from an order entered off the Floor following a conversation with a member or employee on
the Floor in the same member organization;

(ii) which results from an order entered off the Floor following the unsolicited submission from the Floor to
the office of a quotation in a stock and the size of the market by a member or employee in the same member
organization.

(iii) which results from an order entered off the Floor which is executed by a member on the Floor who is a
member in the same member organization and who had handle the order on a “not held” basis; provided,
however, that the following are not on-Floor orders and such restrictions shall not apply to an order

(A) to sell stock for an account in which the member organization is directly or indirectly interested if, in
facilitating the sale of a large block of stock, the member organization acquired its position on the Floor
because the demand was not sufficient to absorb the block at a particular price or prices;

(B) to purchase or sell stock for an account in which the member organization is directly or indirectly
interested if the member or his member organization was invited to participate on the opposite side of a block
transaction by another member organization or member therein because the market on the Floor could not
readily absorb the block at a particular price or prices; or

(C) to purchase or sell stock for an account in which the member organization is directly or indirectly
interested if the transaction is on the opposite side of a block order being executed by the member
organization for the account of its customer and the tr ansaction is made to facilitate the execution of such
order; and

(iv) which results from an order entered off the Floor which is executed by a member on the Floor who is a
member in the same member organization and who has changed the terms of the order.

(2) any transactions initiated off the Floor by a Competitive Trader after such Trader has been on the Floor
during the same day.

Amendments.

May 18, 1972.

June 2, 1983.]

123B. Rule 123B

Exchange Automated Order Routing Systems

(a) The Exchange's SuperDot System (hereafter referred to as “the System”) provides automated order
routing and reporting services to facilitate the timely and efficient transmission, execution, and reporting of
market and limit orders on the Exchange. Members and member organizations may transmit orders by means
of the System of such size as the Exchange may specify from time to time. However, special features of
these systems, as described in paragraph (b) below, may be available only to orders of a particular smaller
size, as the Exchange may specify from time to time.

The Exchange will from time to time designate the size and types of orders eligible for transmission by means
of the System, the securities as to which such orders may be transmitted, and the operational characteristics
of the System, and may modify or amend such designations or characteristics from time to time.

(b) Special Features. The following special features shall be available to orders of such size as the Exchange
may specify from time to time:

(1) Commission Free Execution. The specialist shall not charge floor brokerage for the execution of a market
or marketable limit order which he receives by means of the System. A marketable limit order is defined as an
order with a limit price which is at or better than the prevailing quotation at the time the order is received by
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the specialist (i.e., a buy order with a price that is equal to or higher than the offer, or a sell order with a price
that is equal to or less than the bid). The specialist shall be permitted, however, to charge floor brokerage on
market and marketable limit orders to sell short.

(2) Half-Point Error Guarantee

(A) Rule 411 provides that the price at which an order is executed shall be binding notwithstanding the fact
that an erroneous report in respect thereto may have been rendered. As between brokers, when a purchase
or sale has been reported in error, and a transaction has appeared on the tape at the price of the erroneous
report and in a quantity equal to or exceeding the amount reported, the broker who made the error must
render a corrected report not later than one hour after the opening of business on the second business day
following the day of the transaction. If not so corrected, the broker who made the error will be responsible for
any resulting loss.

(B) The provisions in paragraph (A) shall not apply to orders received by the specialist through the
Designated Order Turnaround System (DOT) and to limit orders of a size as the Exchange shall from time
to time determine received by the specialist through the Limit Order (LMT) System. As to such DOT orders
and LMT orders, erroneous execution reports sent by the specialist via the System shall be binding except
that (i) if the erroneous report is at a price which is more than one-half point away from the execution price,
then the price of the execution shall be binding, and (ii) if the DOT or LMT subscribing member organization
requests a correction from the specialist prior to the opening on the third business day following the day of
the transaction, the specialist shall correct the execution report to the price of the execution and that price
shall be binding. If the erroneous execution report sent by the specialist is at a price which is more than
one-half point away from the execution price and if a transaction has appeared on the tape at the price
of the erroneous report and in a quantity equal to or exceeding the amount reported, the specialist must
render a corrected report no later than one hour after the opening of business on the second business day
following the day of the transaction. If not so corrected, the specialist will be responsible for any resulting
loss. However, as to LMT orders, erroneous execution reports sent by the specialist shall also not be binding
where the subject security did not trade at or below (or above, as the case may be) the limit price specified on
the order on that trading day.

(3) Stopped Stock Reporting. If a specialist stops an eligible market order in an attempt to obtain a better
price for the entering member organization, the system will in any case issue an execution report at the stop
price to the entering member organization if the specialist has not issued an execution report within such time
period as the Exchange may specify from the time the stop was granted.

(4) Booth Support System. An entering member organization may determine to route orders of specified sizes
eligible for transmission through the System to the specialist's post, or to its booth or to the booth of another
member. Parameters for market orders are based on the size of the order. Parameters for limit orders are
based on the size of the order and whether the order is marketable based on the limit price on the order in
relation to the last sale on the Exchange in the subject security.

(5) Individual Investor Express Delivery Service (“IIEDS”). This feature provides Priority delivery for market
orders, of a size which the Exchange shall determine from time to time, of an individual investor as defined in
Rule 80A.

Simple buy or sell round lot market orders and market GTC (“good ‘til cancelled”) orders will be eligible for
IIEDS. Market orders to buy minus, sell plus, sell short, to buy or sell all or none orders, as well as all limit
orders will not be eligible for IIEDS. In addition, a limit order which is cancelled and replaced with a market
order when entered as a single cancel/replacement order will not be eligible for this service.

(c) System trades shall be reported and compared utilizing such universal contra designations as the
Exchange may from time to time determine.

(d) Unless otherwise specified in this Rule, a specialist shall execute System orders in accordance with
Exchange auction market rules and procedures, including requirements to expose orders to buying and
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selling interest in the trading Crowd and to cross orders before buying or selling for his own account. All
market orders, regardless of size, routed to the specialist's Post by means of the System are “held” orders,
and a specialist may be deemed to have “missed the market” if any such order is not executed against
prevailing contra side interest in the market at the time he receives the order.

(e) In accordance with Article II, Section 6 of the Exchange's Constitution, the Exchange shall not be liable
for any loss sustained by a member or member organization resulting from the use of the System. Generally,
a loss pertaining to an order that is entered through the System and which does not appear on the System's
Merged Order and Report Log will be absorbed by the entering member organization. A loss pertaining to an
order that is entered through the System, which was designated for a particular specialist's post and which
does appear on the System's Merged Order and Report Log will generally be absorbed by the specialist.

Specialist Booth Wire Policy

A. Authorization for Booth Wires

1. Unless it does a business in non-specialty stocks, no specialist member organization shall be authorized by
the Exchange to have a booth wire.

B. Specialists' Communications by Means of Their Own Booth Wires or Booth Wires Assigned to Other Members/
Member Organizations

1. A specialist may communicate with the upstairs trading desk of a member organization by means of a
booth wire assigned to that organization only under the following conditions:

a. a specialist may not accept an order in a specialty stock by means of a booth wire.

b. a specialist may not accept a modification of an order already in his possession by means of a booth wire.

c. if a specialist does not have an order of a member organization in his possession, he may not initiate a
communication with that organization's upstairs trading desk.

d. if a specialist does have an order in his possession from the member organization, the specialist may
initiate a conversation by means of that organization's booth wire with that organization's block trading desk,
or he may respond to a request for such a conversation. The specialist may not however, initiate such a
conversation if he has orders on the same side of the market in his possession from more than one member
organization and the execution of those orders might be impacted as a result of a booth wire conversation
with the upstairs trading desks of the member organizations that entered the orders.

e. a specialist may engage in a conversation with the upstairs trading desk of a member organization as
permitted herein only for the purpose of discussing general market conditions or known buying and selling
interest that may have an impact upon the execution of an order in the specialist's possession or, where the
specialist does not have an order in his possession, upon a decision to enter an order.

f. in no event may a specialist disclose information he is required to keep confidential under Exchange rules
and policies, and in no event may a specialist disclose information that he would not make available, in the
routine course of discharging his marketmaking and agency responsibilities, either upon his own initiative or
upon request, as appropriate, to any member on the Floor, or to any other member organization's upstairs
trading desk by means of that organization's booth wire.

C. Specialists' Responsibility to Be Fair and Impartial in Booth Wire Communications

1. Specialists are responsible for communicating, as permitted under Exchange rules and policies, relevant
market information in a fair and impartial manner. A specialist shall not favor any particular member
organization in determining the appropriateness of responding to requests to communicate with a member
organization's upstairs trading desk by means of a booth wire, but shall respond to all such requests insofar
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as the level of market activity and overall market conditions permit him to do so at the time he receives a
request for a booth wire communication.

2. A specialist who fails to act in a fair and impartial manner in responding to requests for a booth wire
communication, as permitted herein, shall be deemed to be acting in contravention of just and equitable
principles of trade.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

*  Reference herein to the "sales sheet" is to the list of transactions published by the New York Stock
Exchange or its authorized agents.

*  Reference herein to the "sales sheet" is to the list of transactions published by the New York Stock
Exchange or its authorized agents.

*  Reference herein to the "sales sheet" is to the list of transactions published by the New York Stock
Exchange or its authorized agents.

*  Reference herein to the "sales sheet" is to the list of transactions published by the New York Stock
Exchange or its authorized agents.
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Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NASD/NYSE JOINT MEMO ON CHINESE WALL POLICIES AND PROCEDURES

The New York Stock Exchanges Inc. (NYSE), the National Association of Securities Dealers, Inc. (NASD),
and a committee of the Securities Industry Association (SIA) have developed a joint memorandum that
explains the “minimum elements” of adequate Chinese Wall policies and procedures pursuant to the
requirements of the Insider Trading and Securities Fraud Enforcement Act of 1988. The memo, which has
been reviewed by the Securities and Exchange Commission (SEC), is reprinted on the following pages.

Edward A. Kwalwasser

Executive Vice President

1. NASD-National Association of Securities Dealers, Inc.

TO: MEMBERS AND MEMBER ORGANIZATIONS

DATE: JUNE 21, 1991

SUBJECT: CHINESE WALL POLICIES AND PROCEDURES

I. Introduction

In November 1988, Congress enacted the Insider Trading and Securities Fraud Enforcement Act of
1988 (“The 1988 Act” or “ITSFEA”) which, among other things, requires all broker-dealers “to establish,
maintain and enforce written procedures reasonably designed” to prevent the misuse of material, non-public
information by employee and proprietary accounts. The 1988 Act also grants the Securities and Exchange
Commission (“SEC” or “Commission”) broad rule-making authority concerning these so-called Chinese
Wall procedures. Under these circumstances, the SEC's Division of Market Regulation (“SEC Division”)
undertook a comprehensive review to identify, analyze and weigh the effectiveness of Chinese Wall policies
and procedures of broker-dealers and, in March 1990, issued a report of its findings, conclusions and
recommendations.

The SEC Division's report identified what it viewed as necessary elements of an adequate Chinese Wall:

These minimum elements include review of employee and proprietary trading, memorialization and
documentation of firm procedures, substantive supervision of inter-departmental communication by the firm's
compliance department, and procedures concerning proprietary trading when the firm is in possession of
material, non-public information.

The SEC Division report was particularly concerned about the need for firms to “maintain documentation
sufficient to re-create actions taken pursuant to Chinese Wall procedures” and the report urged self-regulatory
organizations (“SROs”) to develop standards of documentation for their member firms. The report also
concluded that SEC rule-making was not currently necessary since required improvements to broker-
dealer Chinese Walls would best be effectuated by self-regulatory examination programs, supplemented
by Commission oversight. However, the report further said that the Division will continue to monitor broker-
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dealer Chinese Walls closely, and will reconsider possible Commission rule-making should it determine that
necessary Chinese Wall improvements are not being made.

As a result of these concerns, the New York Stock Exchange, Inc. (“NYSE”), the National Association of
Securities Dealers, Inc. (“NASD”), and a committee of the Securities Industry Association (“SIA”) representing
various member organizations met on a number of occasions to determine the scope and definition of the
“minimum elements” of adequate Chinese Wall procedures, including minimum standards of documentation
of actions taken pursuant to such procedures. This memorandum sets forth those conclusions which have

been reviewed by the SEC staff. 1 

II. Memorialization of the Firm's Chinese Wall Procedures and Documentation of Actions
Taken

A firm's Chinese Wall policies and procedures must be formalized, organized and incorporated within a
firm's procedural/policy manuals. The SEC Division cautioned that a “loose mixture of internal memoranda,
excerpts from employee manuals and certifications” is not an adequate memorialization of these important
policies and procedures.

The need to maintain documentation sufficient to re-create actions taken pursuant to Chinese Wall
procedures was considered vitally important by the SEC Division. What constitutes sufficient documentation
for a particular action taken is discussed in detail hereafter. In general, a firm must maintain documentation
of its written policies and procedures as well as its analyses and investigations of employee and proprietary
trading in accordance with SEC record-keeping requirements.

III. Review of Employee and Proprietary Trading

The SEC Division concluded that firms which conduct investment banking, research or arbitrage activities
must maintain some form of watch and restricted lists and conduct reviews of employee and proprietary

trading in securities appearing on those lists. 2   NYSE members are also required by NYSE Rules 342
and 351 to conduct and report upon such trading reviews. The firm's written procedures should address its
method for determining whether proprietary trading should be restricted or prohibited once a department of
the firm comes into possession of material, non-public information.

Generally speaking, a restricted list is a current list of securities in which proprietary, employee and certain

solicited customer transactions are restricted or prohibited. 3   A watch list is a current list of securities
that generally do not carry trading restrictions, but whose trading is subject to close scrutiny by the firm's
compliance and/or legal department. Although the dissemination of a watch list generally is limited, a
restricted list is usually distributed periodically throughout the broker-dealer to make employees aware of
those securities that the firm is restricted or prohibited from recommending and/or trading.

A firm's procedures should explain why, when and how a security should be placed on and deleted from a
restricted list or watch list and which activities are prohibited or restricted when a security is on either list. The
minimum documentation for the use of restricted and watch lists is as follows:

a. Reasonable written standards or criteria for placing a security on and deleting a security from such lists
must be established.

b. Restricted list documentation must include the date and time the security was added to and deleted from
the list. It should also include the name of each contact person (such as the involved investment banker
or research analyst) who was responsible for the addition or deletion and can answer specific questions
concerning the timing and circumstances of the addition or deletion.

c. Watch list records must include the date the security was added to and deleted from the list. They should
also include the name of each contact person (such as the involved investment banker or research analyst)
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who was responsible for the addition or deletion and can answer specific questions concerning the timing and
circumstances of the addition or deletion.

d. The firm's rationale for additions to and deletions from the watch and restricted lists need not be recorded
as long as the name of the contact person is recorded. This person should know the rationale if questioned by
the SEC or an SRO.

The firm's procedures must adequately address how the firm monitors employee trading outside the firm for

transactions in a watch list or restricted list security. 4   If the firm permits an employee to maintain a securities
account with another broker-dealer, it must require the employee to have duplicate confirmations and account
statements sent to it as the employing member with supervisory responsibility. See NYSE Rule 407 and
NASD Rules of Fair Practice (Article III, Section 28).

The firm's procedures should specify the time period covered and frequency of any review of proprietary
and employee trading and the department or person responsible for the review. The procedures also should
impose a requirement that the reviewer initial or sign a record or form reflecting the completion of the review.

Documentation is a required element in evidencing routine reviews of employee and proprietary trading.
Each firm should also establish a manual or automated exception report, or procedure, to at least record
the pertinent details of any transaction by an employee or proprietary account in a restricted list or watch list
security. Additionally, firms must maintain a sample of any exception report and must be able t to provide to
SEC or SRO examiners data concerning proprietary or employee transactions in restricted list or watch list
securities. Both lists must be maintained in accordance with SEC record-keeping requirements.

A firm must reasonably inquire into or investigate for possible misuse of material, non-public information
transactions by any employee or the firm's proprietary accounts, particularly those transactions in restricted
list or watch list securities. The need for or extent of such an inquiry or investigation of an employee
transaction should be determined by reasonable criteria, including consideration of the timing or unusual
nature of the transaction, such as whether the employee traded on a short-term basis or in a size or dollar
amount larger than his normal trading pattern. However, a failure to investigate merely because the employee
worked in a “non-sensitive” department may be insufficient.

Any investigations initiated must be documented. At a minimum, an investigation record should include:
(1) the name of the security; (2) the date the investigation commenced; (3) an identification of the accounts
involved; and (4) a summary of the investigation disposition. The underlying investigative records, including
any analyses, inter-office memoranda and employee statements, should also be made available to the SEC
or SRO staff upon request.

Although the maintenance of a so-called “rumor” list is not a required element for an adequate Chinese Wall,
some firms have employed such lists as part of their Chinese Wall monitoring systems. The SEC Division
report encourages firms to do so. Securities are generally placed by the firm on a rumor list when the issuer
of the security becomes the subject of rumors of a significant impending third party deal.

Firms that do not conduct investment banking, research or arbitrage activities usually would not need to
include a restricted list or watch list as part of their written procedures to prevent the misuse of material, non-
public information. Nonetheless, their written procedures must include a reasonable method of periodically
reviewing employee and proprietary trading for misuse of material, non-public information, given the nature
and scope of the firm's business, and include reasonable provisions for investigating any suspect trades as
described above. Of course, any investigation of such trading would need to be documented as described
above. In addition, such a firm must have reasonable procedures for the education and training of its
employees about insider trading, as discussed under Section V herein.

IV. Supervision of Inter-Departmental Communications

Adequate Chinese Walls must include policies and procedures reasonably designed to limit or contain
the necessary flow of material, non-public information to employees who have a “need to know.” They
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include: (1) policy statements in this regard; (2) the physical separation of the trading and sales departments
from departments which regularly receive confidential information; (3) other restrictions to access, such
as separate record-keeping and support systems for sensitive departments; and (4) supervision of inter-
departmental communications involving material, non-public information.

Restrictions on inter-departmental communications of material, non-public information may be designed
primarily to isolate a firm's investment banking department from other departments. Occasions arise when the
investment banking department requires information from the research or sales departments. Such occasions
necessitate procedures that allow an investment banking employee to obtain the needed information without
disclosing the purpose of the request and tipping the research or sales department. The scope and form of
an information request itself may, in certain circumstances, tip the employee. In these instances, it may be
necessary to bring a research or sales employee “over the wall” before making a request. Prompt notification
should be made to the Compliance and/or Legal Department of any “wall crossing.”

An employee who is brought over the wall is treated as a temporary member of the investment banking
department possessing material, non-public information for Chinese Wall surveillance purposes.

In instances where employees are brought over the wall, the firm must document and maintain written
records of: (1) the name of the employee brought over the wall; (2) the employee's department; (3) the date;
(4) the name of the issuer(s) involved; and (5) the name of the person requesting that the wall be crossed.
It is not necessary for the firm to record the reasons for bringing a particular employee over the wall if it is
apparent from the employee's department affiliation.

V. Education and Training of Employees

Another important element of an effective Chinese Wall system, according to the SEC Division's report,
is employee understanding of federal and state laws, self-regulatory organization requirements, and the
firm's own policies and procedures relating to the use of material, non-public information. First, to assure
every employee's awareness of such requirements, every firm must establish a procedure whereby such
requirements are provided to or made available to each employee. Second, the firm's procedures must
require each employee, at least once during the course of employment (e.g., upon hiring for new employees
or upon initiation of this requirement for existing employees), to sign an attestation of his or her knowledge
and understanding of such requirements. Such attestation or statement of understanding must be retained in
the firm's files. Firms should consider requiring employees in sensitive departments (e.g., investment banking)
to sign such attestation on an annual basis. Third, the firm's procedures must include some process to update
employees as to new or revised requirements, and to continue their education and compliance in this area.
Policy or education memos may be used for this purpose in conjunction with the “annual compliance review”
for registered employees, which is required under Article III, Section 27 of the NASD Rules of Fair Practice.

* * * * *

Firms are reminded that the “minimum elements” for an adequate Chinese Wall system, as discussed in
this memorandum, must be addressed in the firm's written policies and procedures designed to detect and
prevent insider trading and must be reasonable for individual circumstances and conditions at each firm.

Questions concerning this memorandum may be directed to Mary Anne Furlong at (212) 656-4823 or Patricia
Dorilio at (212) 656-2744 at the NYSE or William R. Schief at (202) 728-8229 at the NASD.

John E. Pinto                               Edward A. Kwalwasser

Executive Vice President                    Executive Vice President

National Association of Securities          New York Stock Exchange, Inc.
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Dealers, Inc.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Uniform Chinese Wall procedures are not required. Moreover, whether a firm's procedures to detect and
prevent insider trading are adequate under the 1988 Act will depend upon the nature and scope of the
firm's business and its organizational structure.

2  For trade review purposes, the term "employee" includes employee-related accounts.
3  For example, most firms prohibit employee trading for one to five days in securities in which the firm has

issued a research report. Some firms also use the restricted list to ensure that proprietary trading does
not occur in violation of SEC Rule 10b-6.

4  In addition, NYSE Rules 342 and 351 and the NASD Rules of Fair Practice require member firms to
monitor transactions in other securities such as those in which there is a known close relationship with
the issuer's management.
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Market Surveillance

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Procedures for Handling Market-on-Close Orders on June 21,
1991 (“Expiration Friday”)

Members and member organizations are reminded that auxiliary opening and closing procedures for
expiration Friday will be implemented on expiration Friday, June 21, 1991, as indicated below. The SEC has
formally approved the extension of the pilot through October 1991.

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on each month's expiration Friday.

1. OPENING PROCEDURES

Several auxiliary procedures are necessary to integrate stock orders relating to expiring contracts into
NYSE's opening procedures in a manner that assures an efficient market opening in each stock as close to
9:30 a.m. as possible. The auxiliary opening procedures applicable on June 21, 1991 are:

1. Order Entry

Stock orders relating to index contracts whose settlement pricing is based upon the June 21, 1991 opening
prices must be received by SuperDot or by the specialist by 9:00 a.m.

-These orders may be cancelled or reduced in size. 1 

-Stock orders relating to index contracts whose settlement pricing is not based upon the June 21 opening
prices may be entered after 9:00 a.m.

To facilitate early order entry, SuperDot (1) will begin accepting orders at 7:30 a.m. and (2) will accept market
orders of 30,099 shares or less.

“Limit-at-the-opening” (“limit OPG”) orders are permitted, including delivery through Exchange systems.

-Ordinary limit orders may also be entered.

2. Order Identification

Stock orders relating to opening-price settling contracts must be identified “OPG.”

-Firms entering these orders through SuperDot, but unable to identify orders as “‘OPG”,, may use a unique
branch code or firm identifier (mnemonic) to identify these orders. The NYSE Market Surveillance Division (11
Wall Street, 11th Floor) must be advised of the branch code or identifier by June 24, 1991.

-Firms unable to identify these orders in either way, and firms not using SuperDot, must submit a list of all
these orders and related details to the NYSE Market Surveillance Division by June 24, 1991.
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3. Dissemination of Order Imbalances

For any of the pilot stocks (list attached) having a market order imbalance of 50,000 shares or more at
9:00 a.m., the NYSE will disseminate the size of the order imbalance via the low-speed ticker and the news
services as promptly as practicable after 9:00 a.m.

4. Dissemination of Indications

Except for the auxiliary procedures described above, all stocks, including the pilot stocks, are subject to the
regular NYSE opening procedures, including price indications where a substantial price change is anticipated.
Dissemination of an indication is mandatory for an opening which will result in a price change constituting the
lesser of 10% or three points from the prior NYSE close, or five points if the previous close is $100 or higher,
unless the price change is less than one point. Fifteen minutes must elapse between a first indication and a
stock's opening. However, when more than one indication is necessary, a stock may open (1) five minutes
after the last indication when it overlaps the prior indication (e.g., 51-53 overlaps 50-52, but does not overlap
53-55) and (2) ten minutes after the last indication when it does not overlap the prior indication, provided that
15 minutes must have elapsed from the dissemination of the first indication.

2. PROCEDURES RELATING TO THE CLOSE

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. App licable MOC
orders are those relating to a strategy involving any stock index futures, stock index options, or options on
stock index futures, in the pilot stocks. These procedures have been filed as a rule with the SEC.

The cut-off time is 3:00 p.m. for the entry of MOC orders that relate to a strategy including any stock index
futures, stock index options or options on stock index futures in the pilot stocks. These closing procedures will
again be implemented with the June 21, 1991 expiration.

1. Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

2. Pilot Stocks

For the purpose of facilitating the publication of any significant order imbalance in one of the pilot stocks (see
attached list ), you must as stated above, enter all MOC orders, in positions relating to a strategy involving
any stock index futures, stock index options, or options on stock index futures, by 3:00 p.m. eastern time.
It should be noted that, pursuant to Rule 13, an order for execution at the close may only be entered for
execution at-the-market; “limit-at-the-close” orders are not permitted.

As soon as possible after 3:00 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:00 p.m. in those pilot stocks. Additionally, as soon as possible after
3:30 p.m. the Exchange will again Publish on the tape any imbalance of MOC orders of 50,000 shares or
more that existed at 3:30 P.m. For those pilot stocks that had imbalance notices published at 3:00 p.m. and
there is no imbalance of 50,000 shares or more at 3:30 p.m., the Exchange will publish a “No Imbalance”
message. If a pilot stock does not have an imbalance message printed at 3:00 p.m., no MOC orders will
be permitted in that stock unless, at 3:30 P.m., due to cancellations, a 50,000 share or more imbalance is
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published. If that occurs, MOC orders will be permitted to offset the imbalance published at 3:30 p.m. If a “No
Imbalance” notice is published in a pilot stock at 3:00 p.m., no MOC orders will be permitted. While MOC
orders previously entered may be cancelled or reduced in size, once such publication has been made, any
MOC orders subsequently entered will be accepted only to trade on the opposite side of the market in relation
to such published imbalance. The liquidation of positions relating to a strategy involving any stock index
futures, stock index options, or options on stock index futures using MOC orders entered after 3:00 p.m. is not
permitted, even if such orders might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:30 p.m. may not reflect the imbalance that exists at the close.

These procedures relate only to the pilot stocks. Regular procedures will apply to all other listed securities.

3. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member may then stop the
remaining buy and sell. orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they may be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

4. “G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

5. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a)(2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
David Leibowitz at (212) 656-4588.
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Robert J. McSweeney

Senior Vice President

                                                

Attachments

                            

3. Expiration Friday Pilot Stocks - June 21, 1991

    ABT                        ABBOTT LABORATORIES

    AXP                        AMERICAN EXPRESS COMPANY

    AHP                        AMERICAN HOME PRODUCTS CORPORATION

    AIG                        AMERICAN INTERNATIONAL GROUP INC.

    T                          AMERICAN TELEPHONE AND TELEGRAPH

    AIT                        AMERITECH

    AN                         AMOCO CORPORATION

    BUD                        ANHEUSER BUSCH COMPANIES INC.

    ARC                        ATLANTIC RICHFIELD COMPANY

    BEL                        BELL ATLANTIC CORPORATION

    BLS                        BELL SOUTH CORPORATION
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    BA                         BOEING COMPANY

    BMY                        BRISTOL MYERS COMPANY

    CHV                        CHEVRON CORPORATION

    KO                         COCA COLA COMPANY

    DOW                        DOW CHEMICAL COMPANY

    DD                         DU PONT COMPANY

    EK                         EASTMAN KODAK COMPANY

    LLY                        ELI LILLY AND COMPANY

    XON                        EXXON CORPORATION

    FNM                        FEDERAL NATIONAL MORTGAGE ASSOCIATION

    F                          FORD MOTOR COMPANY

    GE                         GENERAL ELECTRIC COMPANY

    GM                         GENERAL MOTORS CORPORATION

    GTE                        GTE CORPORATION

    HWP                        HEWLETT-PACKARD COMPANY

    IBM                        INTERNATIONAL BUSINESS MACHINES CORP.
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    IP                         INTERNATIONAL PAPER COMPANY

    JNJ                        JOHNSON AND JOHNSON

    K                          KELLOGG COMPANY

    MCD                        MCDONALDS CORPORATION

    MRK                        MERCK AND COMPANY INC.

    MMM                        MINNESOTA MINING AND MANUFACTURING

    MOB                        MOBIL CORPORATION

    NYN                        NYNEX CORPORATION

    PAC                        PACIFIC TELESIS GROUP

    PEP                        PEPSICO INC.

    PFE                        PFIZER INC.

    MO                         PHILIP MORRIS COS. INC. HOLDING CO.

    PG                         PROCTER AND GAMBLE COMPANY

    RD                         ROYAL DUTCH PETROLEUM COMPANY

    SGP                        SCHERING PLOUGH CORP.

    SLB                        SCHLUMBERGER LTD.
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    S                          SEARS ROEBUCK AND COMPANY

    SBC                        SOUTHWESTERN BELL CORPORATION

    TX                         TEXACO INC.

    UN                         UNILEVER N.V. ADRS

    USW                        U.S. WEST INC.

    WMT                        WAL MART STORES INC.

    DIS                        WALT DISNEY COMPANY

    WMX                        WASTE MANAGEMENT INC.

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of May 6, 1991, and
the 20 Major Market Index stocks.

4. MEMORANDUM

Date: June 6, 1991

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “‘Expiration Friday” Openings and Market-on-Close (MOC)
Orders

1. Openings

Q. Can “limit at the opening” (“limit OPG”) orders be entered in the stocks that are not among the
stocks included in the pilot?

A. “Limit OPG” orders are now permitted on expiration Friday. Unexecuted “limit OPG” orders are cancelled
after the opening transaction. “Limit-at-the-close” orders are not permitted at any time.

Q. When can specialists obtain an OARS status request?

A. At any time after 7:30 a.m., in any stock. (Specialists should review OARS inquiry, freeze and opening
procedures to avoid problems.)

Q. Must specialists wait until 9:27 a.m. to start the ITS pre-opening application?

A. No. ITS Pre-Opening notifications may be issued beginning at 9:00 a.m.

Q. Are “G” orders to sell short at the market handled differently at the opening then at the close on
expiration day?
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A. Yes, “G” ’ short market orders are covered by two different procedures. At the opening they are handled
as they are on any other day. “G” short market orders must yield to all public limit orders at the lowest valid
short tick. At any higher price the “G” shorts need not yield. At the close, “G” market shorts must yield to all
limit orders at the sale price, even if that price is higher than the first valid short tick.

Q. How should specialists and Floor officials handle requests to “hold the opening” in the pilot
stocks?

A. The Exchange has added auxiliary and early procedures with the express purpose of providing a prompt
opening in all stocks, not just the 50 pilot stocks. Brokers should be told to have their opening interest
represented by 9:30 a.m., and assuming adequate pricing information re: substantial disparity from the close,
all stocks should be opened as quickly after 9:30 as possible.

2. MOC Orders

Q. How do you determine the price at which to print the “stopped stock”?

A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “Moc”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

Q. If there was no MOC imbalance of 50,000 or more shares in a pilot stock at 3 p.m., but due to
MOC order cancellations, an imbalance of 50,000 or more shares exists at 3:30 p.m., should it be
disseminated?

A. Yes. Subsequently, contra side MOC orders may be entered.

Q. How should buy “‘minus” /sell “Plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” moc orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “Plus” orders.

1. Example #1 200,000 buy MOC

50,000 sell MOC

50,000 sell plus MOC

25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 2000,000-S 50,000), The 50,000
sell “plus” ’ MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

2. Example #2 100,000 sell MOC

50,000 buy MOC

25,000 buy minus MOC

25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000-B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4-1/2-last sale 20 3/8
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A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus order would
go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the other hand, if the
20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus order would go ahead of
the 20 1/2 limit sell orders on the book because it should be treated like a market order. Similarly, a market-
on-close buy minus order would be treated as a limit order if the last sale was on a “plus” or “zero plus”, going
behind any buy orders limited at 20 1/4. If the last sale was on a “minus” or “zero minus” tick, the market-on-
close buy minus order would be treated as a market order and executed ahead of 20 1/4 limit buy orders on
the book.

Q. Are limit at-the-close or MOC “short” at-the-close orders permitted?

A. Limit at-the-close orders, where a specific price is indicated, are not allowed. Firms may enter “short” MOC
orders.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.
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June 11, 1991

  

Market Surveillance

 TO: Members and Member Organizations

FROM: Market Surveillance Audit Trail/Trade Comparison Subcommittee

SUBJECT: Audit Trail-Update

Through the ongoing efforts of the Exchange membership, and particularly the Audit Trail/Trade Comparison
Subcommittee members, our first benchmark goal of 90% crowd-to-crowd badge matching quality by June
3, 1991 has been met, an important achievement. Current crowd-to-crowd badge match quality is 91%. In
accordance with the April 12, 1991 Information Memorandum, educational counselling by the Audit Trail/
Trade Comparison Subcommittee will continue and the new benchmark endorsed by the Market Performance
Committee is 93% accuracy by October 1, 1991. A significant number of members and member organizations
are already above this benchmark.

Our goal continues to be 100% complete and accurate audit trail; however, we recognize that there can
always be an element of human error involved in the collection and processing of such data. To supplement
member counselling and performance reports, comprehensive briefings, identifying methods for improving
audit trail quality, will be conducted for Floor broker booth clerks.

The briefings will be held in the Board Room as follows: Garage clerks-June 13 at 8:15 a.m.; Blue Room
clerks-June 18 at 8:15 a.m.; the EBR clerks-June 26 at 8:15 a.m.; and Main Room clerks-June 28 at 8:15
a.m. A make-up session will be held on July 1 at 4:15 p.m. for those booth clerks who cannot attend one of
the previous sessions.

If Market Surveillance can be of assistance, please contact Mr. Arthur Harris (212) 656-6884, Mr. David
Leibowitz (212) 656-4588, or Ms. Carol Krusik (212) 656-4597. If you have questions concerning your weekly
status report or audit trail in general, please call Mr. David Rich (212) 656-2917.

Robert J. McSweeney

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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June 5, 1991

  

Market Surveillance

 TO: Members and Member organizations

FROM: Equities & Audit and Regulation Divisions

SUBJECT: NYSE Off-Hours Trading

The Securities and Exchange Commission has approved for two years, the Exchange's rules to extend its
trading hours beyond the close of the 9:30 a.m. - 4:00 p.m. trading session. A copy of the approved rules is
attached.

Crossing Session I and Crossing Session II Exchange trading will commence on June 13, 1991.

I. CROSSING SESSION I

This session provides an opportunity for orders to be executed at the NYSE closing price, that is, the price
established by the last regular way sale in a security at the official closing of the 9:30 a.m. to 4:00 p.m. trading

session. 1 

1. Eligible Securities

Orders may be entered for any NYSE-listed issue, including rights, warrants and American Depositary
Receipts, other than a security that is subject to a trading halt at the close of the regular trading session
(including a Rule 80B trading halt) or is halted after 4:00 p.m.

2. Hours of Trading

At 4:00 p.m. each day, the Exchange will complete its normal procedure for the close of trading of the 9:30
a.m.-4:00 p.m. trading session. After 4:00 p.m., a common message switch (CMS) broadcast message will be
issued announcing the opening of the Crossing Session.

Eligible orders on the specialist's book will automatically participate in Crossing Session I. Crossing Session
I orders may be entered between 4:15 p.m. and 5:00 p.m. via SuperDot. Any order may be cancelled up to
5:00 p.m.

At 5:00 p.m., a CMS broadcast message will be issued announcing the closing of Crossing Session I.

3. Types of Orders

•Closing price orders to buy or to sell a specific stock for round-lots.

•Closing price coupled orders to buy and sell for any matched quantity (including odd-lots or partial round-
lots) of a specific stock as long as the offsetting orders are not proprietary to two members or member
organizations.

•GT X orders (good ‘til cancelled, executable through Crossing Session) entered on the specialist's book
during the 9:30 a.m. - 4:00 p.m. trading session at or better than the Exchange's closing price. These orders
may be round-lots or partial round-lots, but must be simple “buy”, “sell”, “sell short”, or “sell short exempt”
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limit orders. No special conditions, e.g., “buy minus”, “stop limit”, “all or none”; or odd-lots, will participate in
Crossing Session I (see amended Rule 13).

•GTC orders (good ‘til cancelled) on the specialist's book will not be eligible for execution in Crossing Session
I.

•Day orders expire at the end of the 9:30 a.m. - 4:00 p.m. trading session on the day on which they were
entered, and do not participate in Crossing Session I (see amended Rule 13).

The SEC has granted an exemption from the short sale rule for all executions in Crossing Session I.
Therefore, “sell short” GTX orders and closing price orders which are “short” sales may be executed
regardless of whether the closing price (at which trades will be executed) is on a minus or 0-tick. However,
all closing price sell orders entered into Crossing Session I which are “short” sales must be marked “short
exempt”. GTX orders entered on the specialist's book must continue to be marked “sell short” or “sell short
exempt” as the rules currently require.

All orders, other than closing price coupled orders, must be for “regular way” delivery.

4. Execution of Orders

No market participants will have access to information regarding orders or buying/selling interest entered into
Crossing Session I. GTX orders on the specialist's book will be displayed as GTC orders.

Subject to a determination by the Exchange that executions should not occur due to a corporate development
announced between 4:00-5:00 p.m. or due to other events, executions will occur at 5:00 p.m. in the following
order of priority:

•GTX orders will be executed to the extent opposite side GTX and one-sided orders exist. GTX orders
have priority over other one-sided orders and among themselves retain the same priority as existed on the
specialist's book.

•Once all GTX orders have been satisfied, other one-sided orders are executed to the extent opposite side
interest exists on a First In First Out basis.

•Closing price coupled buy and sell orders are matched against each other.

Members and member organizations may cancel any order prior to execution at 5:00 p.m. Any migrated GTX
order which is cancelled during Crossing Session I will not be reinstated on the specialist's book.

Reports of executions will be sent at the close of Crossing Session I to the firms which entered GTX or
closing price orders through SuperDot. GTX orders left with the specialist for entry on his book (“YYY” orders)
will be reported back to the Information Desk on the Ramp. All trades are as of the day on which it was
executed for comparison and clearing purposes.

The member or member organization executing a transaction in Crossing Session I must report to the
member or member organization carrying the customer's account within 15 minutes after the close of
Crossing Session I (see Rule 900(d)(i)).

Any unexecuted portion of a GTX order (which was not cancelled) will be returned to the specialist's book,
maintaining its pre-existing priority, thereby participating in the next day's regular trading session unless
cancelled prior to the opening. In addition, a “nothing done” administrative message will be generated to the
member or member organization which entered a GTX order which was not executed in Crossing Session I.

Any unexecuted single-sided order or any unexecuted portion of a single-sided order will be cancelled at the
close of Crossing Session I and will be returned to the member or member organization which entered the
order. These orders must be re-entered to participate in the next day's 9:30 a.m. - 4:00 p.m. trading session
or in Crossing Session I.

However, if between 4:00 p.m. - 5:00 p.m., news or other events cause the Exchange to determine that
Crossing Session I should not be available for a specific stock, the Exchange will disseminate a notice to that
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effect over the CTS high speed line and the low speed ticker, and will also issue a CMS broadcast message.
No executions in that security will occur in Crossing Session I. Any one-sided or coupled orders entered prior
to the notice will be cancelled immediately. Any orders received after the notice will be rejected and returned
to the entering firm. All GTX orders will be returned to the specialist's book, maintaining their priority.

5. Transaction Fees

All NYSE transaction fees are waived for orders executed during Crossing Session I in 1991. SEC fees are
applicable.

6. Tape Reports of Execution

Crossing Session I volume will be reported over the CTS high speed line and low speed ticker at the close of
Crossing Session I as two prints for each security which traded: one print for total executed volume of single-
sided orders (including GTX orders), followed by one print for total executed volume of coupled orders, which
will print as “sold”.

The consolidated closing price for a security is the price which is printed at the close of Crossing Session I
provided it is not identified as “sold”. If the only print at 5:00 p.m. for a security is “sold”, or if there is no 5:00
p.m. print, the consolidated close for the security is the price of the previous print, wherever executed.

7. Who May Participate

Any member or member organization may enter a GTX proprietary or agency order on the specialist's
book, except that a specialist may not place a GTX order in his specialty stock for an account in which the
specialist, his member organization or any associated party (as defined in Rule 800(b)(ii)) has a direct or
indirect interest.

Any member or member organization, including a specialist, may enter proprietary and agency one-sided
or coupled closing price orders during Crossing Session I. However, a member or member organization
may not enter coupled buy and sell orders if both orders are for accounts in which any member or member
organization, or any associated party (as defined in Rule 800(b)(ii)) has a direct or indirect interest.

Members without access to SuperDot terminals may enter orders from the Floor of the Exchange by
completing an order ticket available at the Information Desk on the ramp. These orders will be entered into
Crossing Session I by an Exchange employee and will be queued with other single sided orders. If the orders
are coupled buy and sell orders, they will be matched against each other.

8. Liability

The provisions of Article II, Section 6 of the Constitution pertaining to members' assumption of the risk
of using Exchange facilities apply to off-hours trading just as they apply to the 9:30 a.m. - 4:00 p.m.
trading session. Thus, for example, members who enter orders from the Floor are responsible for verifying
the accuracy of orders entered by an Exchange employee. Members must confirm the printout of the
systematized order against their original order ticket.

9. Crossing Session I Rules

The Exchange has adopted a new “900 Series” of Rules that apply solely to the off-hours trading session.
Existing Exchange Rules also apply to off-hours trading unless the Rule has been specifically excluded from
application pursuant to Rule 900(b).

Rules applicable to Specialists, Registered Competitive Market Makers (RCMM) and Competitive Traders
(CT)

Specialists, RCMMs and CTs may enter proprietary and agency single-sided or coupled orders in any
security, including a specialty stock, for execution in Crossing Session I, subject to the same restrictions as
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apply to all members and member organizations. Specialists may not enter proprietary GTX orders in their
specialty stocks.

The “tick tests” contained in Rule 104 (specialists), Rule 107 (RCMMs) and Rule 112 (CTs) regarding
dealings in securities on the Exchange do not apply to transactions effected in Crossing Session I (see Rule
900(d)(iv). However, positions acquired or liquidated in Crossing Session I must be included in calculating
the member's aggregate position in the security for purposes of complying with the Rules as they apply to the
9:30 a.m. - 4:00 p.m. trading session.

10. Rules Applicable to Specialists

If the specialist enters an order in his specialty stock for a proprietary account, the system ensures that any
GTX orders migrated from his book on the same side of the market will be executed first. Therefore, if the
specialist receives an execution, he does not have an obligation to fill GTC orders left on his book on the
same side of the market which were not designated as eligible for Crossing Session I, i.e., not designated
GTX, since the customer decided not to participate in Crossing Session I. Further, the specialist does not
have an obligation to fill orders on his book on the opposite side of the market.

Rule 105 provides that a specialist may use listed options overlying his specialty stocks to hedge his specialty
stock positions only in accordance with the Guidelines to Rule 105. These Guidelines require that, when a
specialist's closing position in an underlying specialty stock becomes flat or on the same side of the market
as the specialist's net option position (equivalent to a stock position of more than 5,000 shares), the specialist
must enter liquidation orders for the options on the same day so that his net option position is no longer
on the same side of the market as his stock position. Therefore, a specialist may not enter an order for his
specialty security in Crossing Session I for any account in which he or his member organization has a direct
or indirect interest if the execution of the order would create a position in his specialty stock that would require
the specialist to liquidate an options position on the same day (see Rule 900(d)(v)).

A specialist may assign to an investment account any specialty security acquired in Crossing Session
I and may purchase securities in Crossing Session I to cover a “short” position in his dealer account,
notwithstanding the limitations contained in Rule 104.12 (see Rule 900(d)(iii)).

Although specialists will not be aware of GTX orders on the book since they will be displayed as GTC, there
may be occasions when a broker in the crowd leaves a GTX order with the specialist. In order to ensure that
this order can participate in Crossing Session I, the specialist must enter the order into the system.

The specialist may agree prior to 4:00 p.m. to take the contra side of an order represented by a broker in the
crowd, by entering a coupled order in Crossing Session I after 4:15 p.m. However, members are reminded of
their agency responsibilities during regular trading hours. If an order handled by a broker or an order on the
specialist's book is executable, it should be executed during the 9:30 a.m. - 4:00 p.m. trading session.

Executions received by specialists in Crossing Session I in their specialty stocks and related to the
specialist's marketmaking functions will not cause a specialist to lose his exemptions under SEC Rules
15c3-1 and 15c3-3. However, specialist firms are reminded that they can only trade in relatively small
quantities of non-specialty stocks without losing their exemption. This has generally been interpreted as less
than 10 trades a year.

Specialists must report their proprietary trading in specialty stocks in Crossing Session I on Form 81, using
the special identifier “OHT”.

Specialists are not subject to the “double yellow” requirement of Rule 91 if they enter a proprietary closing
price order that is executed against a GTX order which had been on their book.

11. Record-Keeping Requirements

Rule 121 is amended to require specialists to retain for three years Exchange-provided reports relating to the
migration to and from, and the execution in, Crossing Session I, of specialty stock orders left with him.
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Rule 410 is amended to require members and member organizations to make and retain records of orders
entered in Crossing Session I.

343. Rule 343

Paragraph (c) of Rule 343 requires the main office of every member or member organization to remain open
for business on every full business day during the trading hours on the Exchange. With the commencement
of Crossing Sessions I and II, Exchange trading hours are extended to 5:15 p.m. Members and member
organizations which will not have to accommodate customers participating in Crossing Sessions I and II may
request an exemption from compliance with this Rule after 4:00 p.m. by contacting their coordinator in the
Member Firm Regulation Division.

92. Rule 92

The provisions of Rule 92 are applicable to members trading in Crossing Session I. Therefore, no member
may enter a buy or sell order for his own account, for any account in which he, his member organization,
or any other member, allied member, approved person or officer of his member organization is directly or
indirectly interested, when the member personally holds or has knowledge that his member organization
holds a customer's order on the same side of the market which is to be entered for execution in Crossing
Session I. This Rule does not preclude the member from retaining an execution for such account if the
customer's order was received and entered into Crossing Session I subsequent to the entry of the member's
order.

12. Issuer Repurchases - Rule 10b-18.

SEC Rule 10b-18 provides a “safe harbor” for issuers repurchasing their own shares if the issuer complies
with the various conditions of the rule.

One of those conditions is the “timing condition” which applies to shares purchased in the last half hour of
trading. Issuers will continue to be unable to rely on the “safe harbor” provisions for purchases between 3:30 -
4:00 p.m. However, issuers may purchase their securities during Crossing Session I in reliance on the SEC's
“safe harbor”.

Another condition of the “safe harbor” is the “price condition” which will apply during Crossing Session I. This
requires the issuer to limit the price of the repurchase to an amount no higher than the higher of the last sale
or current bid. To comply with this condition, members and member organizations entering issuer repurchase
orders in reliance on the “safe harbor” provisions, could ensure that the Crossing Session I execution price,
i.e., the NYSE closing price, will not be higher than the closing price of the regular trading session in other
markets prior to the Crossing Session I executions. For example, members and member organizations could
check the closing prices on all other markets and enter the repurchase order in Crossing Session I after the
close of other markets if the “price condition” is met.

Members and member organizations should consult with their legal or compliance staffs for further guidance
in this area.

II. CROSSING SESSION II

This session provides an opportunity for members and member organizations to cross program orders in
NYSE listed securities on the Exchange between 4:00 p.m. and 5:15 p.m. based on the aggregate price of
the program.

1. Eligible Securities

Paired program orders meeting the minimum number of stocks and dollar value described below may be
entered for NYSE listed securities. Orders may be entered which include a stock which remained halted at
the close of the regular trading session or is halted after 4:00 p.m.
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If at the close of the regular trading session, a market-wide trading halt is in effect on the Exchange based on
Rule 80B's market volatility criteria, Crossing Session II will not be open for trading.

2. Types of Orders

Matched buy and sell orders (including offsetting orders which are proprietary to two members or member
organizations) for a minimum of 15 NYSE listed securities having a minimum dollar amount of $1 million will
be accepted by the Exchange for execution. Such orders may not be entered for the purpose of crossing
blocks of a single stock.

These orders are transmitted to the Exchange via facsimile using the “Paired Aggregate Price Orders” form
which requires the total number of stocks, total number of shares and total dollar value. One-sided orders are
not acceptable for Crossing Session II.

Crossing Session II must submit to the Exchange by T+3, a list of the name and the number of shares of
each stock comprising each program, identified by “transaction number”. These reports should be sent to:

New York Stock Exchange

Market Surveillance

11 Wall Street

11th Floor

New York, N.Y. 10005

Fa x No. (212) 656-7244

The SEC has granted an exemption from the “short sale” rule for executions in Crossing Session II. If any
stock in a program is a “short sale”, the program must be marked “short exempt”.

3. Execution of Orders

When the aggregate price buy and sell orders are received by the Exchange, the orders will be immediately
executed against each other and the Exchange will confirm the execution via facsimile to the entering
member or member organization.

Members and member organizations which execute program orders in All orders executed on the Exchange
during Crossing Session II must be submitted for clearance and settlement by the entering firm.

4. Transaction Fees

All NYSE transaction fees have been waived for transactions executed during Crossing Session II. The SEC
is proposing a rule change which will waive SEC fees. Therefore, at the commencement of trading, members
and member organizations should not include the aggregate dollar amount of the sales of securities executed
in Crossing Session II on the Form 120A to the Exchange.

5. Tape Reports of Execution

All transactions effected during Crossing Session II will be reported as a free-form administrative message
over the CTS high speed line at the close of Crossing Session II. The aggregate share volume and dollar
amount of all programs will be reported. No reports will be printed in individual stocks.

6. Crossing Session II Rules

Members and member organizations effecting program trades through Crossing Session II must include
these transactions on their Daily Program Trading Reports.

Rules described herein which are applicable to specialists, Registered Competitive Market Makers and
Competitive Traders during Crossing Session I are similarly applicable to transactions in Crossing Session II.
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The provisions of Rule 92, which preclude a member from trading when he holds a customer's order, do
not preclude a member or member organization from entering an aggregate price order to buy and sell in
Crossing Session II when the member or member organization holds an unexecuted closing-price order for a
component security (Rule 900(d)(ii)).

* * * * * *

If you have any questions relating to information covered in this Information Memo, you may call:

•General Inquiries: Lou Pastina (656-6821)

•Post Trade: John Limerick (656-3099)

•Regulation: Agnes Gautier (656-4608)

        Attachments:  Rules

                      Crossing Session I - Valid Order Data

        Catherine R. Kinney                Edward A. Kwalwasser

        Executive Vice President           Executive Vice President
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Rule 903 (Off-Hours Transactions)

Rule 904 (Priority of Off-Hours Trading Orders)

Rule 905 (Off-Hours Trading Reports and Recordkeeping)

Rule 906 (Impact of Trading Halts on Off-Hours Trading)

1. Definitions of Orders

13. Rule 13.

* * *

Day Order

An order to buy or sell which, if not executed, expires at the end of the 9:30 a.m. to 4:00 p.m. trading session
on the day on which it was entered.

* * *

Good ‘Til Cancelled Order (GTC) or Open order

An order to buy or sell which remains in effect until it is either executed or cancelled. A good ‘til cancelled
order that is designated “Off-Hours eligible” and that is not also a stop limit order may be executed through
the “Off-Hours Trading Facility” (as Rule 900 (Off-Hours Trading: Applicability and Definitions) defines that
term).

* * *

2. Communications between Exchange and Members' Offices

36. Rule 36.

* * *

S. … Supplementary Material:

* * *

.40 Give-ups on wire business - Time for effecting. The limit of time within which a [the executing] member or
member organization executing a transaction during the 9:30 a.m. to 4:00 p.m. trading session must report
to the member or organization carrying the customer's account shall be 4:15 p.m. See paragraph (d)(i) of
Rule 900 (Off-Hours Trading: Applicability and Definitions) in respect of the time limit by which a member or
member organization must report after executing a transaction through the Off-Hours Trading Facility.

* * *

3. Hours for Business

51. Rule 51. Except as may be otherwise determined by the Board of Directors as to particular days, the
Exchange shall be open for the transaction of business on every business day, excluding Saturdays, (a) for
a 9:30 a.m. to 4:00 p.m. trading session and (b) for the purposes of “Off-Hours Trading” (as Rule 900 (Off-
Hours Trading: Applicability and Definitions) defines that term), during such hours as the Exchange may from
time to time specify.

The Chairman, Vice-Chairman and the Senior Floor Director or in the absence from the Floor of any of them,
the next senior Floor Director present on the Floor acting by a majority shall have the power to suspend
trading in all securities whenever in their opinion such suspension would be in the public interest. A special
meeting of the Board of Directors to consider the continuation or termination of such suspension or closing
the market shall be held as soon thereafter as a quorum of Directors can be assembled.
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S. … Supplementary Material:

* * *

4. Dealings on the Exchange - Hours

52. Rule 52. Dealings on the Exchange shall be limited to the hours during which the Exchange is open
for the transaction of business; and no member shall make any bid, offer or transaction on the Exchange,
or issue a commitment to trade through ITS from the Exchange, before or after those hours except that
a specialist may issue and receive pre-opening notifications and pre-opening responses, pursuant to the
provisions of the Plan relating to the Pre-Opening Application of the System, before the official opening of the
Exchange and loans of money or securities may be made after the official closing of the Exchange.

5. Trading Halts Due to Extraordinary Market Volatility

80B. Rule 80B.

* * *

S. … Supplementary Material:

* * *

.30 If the 250-point trigger is reached at or after 3:00 p.m., or if the 400-point trigger is reached at or after 2:00
p.m., trading in stocks shall halt for the remainder of the day; provided, however, that if the 250-point trigger
is reached between 3:00 p.m. and 3:30 p.m., or the 400-point trigger is reached between 2:00 p.m. and 3:00
p.m., the Exchange may use abbreviated reopening procedures either to permit trading to reopen before 4:00
p.m. or to establish closing prices.

* * *

6. Limitations on Members' Trading Because of Customers' Orders

* * *

92. Rule 92

S. … Supplementary Material:

* * *

.20 See paragraph (c)(i) of Rule 800 (Basket Trading: Applicability and Definitions) and paragraph (d)
(ii) of Rule 900 (Off-Hours Trading: Applicability and Definitions) in respect of the ability to initiate basket
transactions and transactions through the “Off-Hours Trading Facility” (as Rule 900 defines that term),
respectively, notwithstanding the limitations of this Rule.

7. Dealings by Specialists

104. Rule 104.

* * *

S. … Supplementary Material:

* * *

.11C See paragraph (d)(iv) of Rule 900 (off-Hours Trading: Applicability and Definitions) in respect of (a) the
impact of Off-Hours Trading on the calculation of stock positions and (b) the inapplicability of tick tests to
transactions effected through the “Off-Hours Trading Facility” (as Rule 900 defines that term).

.12 - No change except to add the following language to the end of Supplementary Material .12:
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See paragraph (d)(iii) of Rule 900 in respect of (a) the assignment of a specialty security acquired through the
Off-Hours Trading Facility to an investment account and (b) the purchase of securities through the off-Hours
Trading Facility to cover a short position in a dealer account.

* * *

8. Guidelines for Specialists' Specialty Stock Option Transactions Pursuant to Rule 105

* * *

(k) Alteration of Stock Positions Due to Off-Hours Trading

See Paragraph (d)(v) of Rule 900 (Off-Hours Trading: Applicability and Definitions) in respect of specialists'
Off-Hours Trading orders that require the liquidation of an options position pursuant to Rule 105 and these
Guidelines.

* * *

9. Registered Competitive Market-Makers

Rule 107.

* * *

S. … Supplementary Material:

* * *

.70A See paragraph (d)(iv) of Rule 900 (Off-Hours Trading: Applicability and Definitions) in respect of (a) the
impact of transactions effected through the “Off-Hours Trading Facility” (as Rule 900 defines that term) on the
calculation of stock positions and (b) the inapplicability of tick tests to such transactions.

10. Restrictions on Competitive Traders

Rule 112.

* * *

S. … Supplementary Material:

* * *

.50A See paragraph (d)(iv) of Rule 900 (Off-Hours Trading: Applicability and Definitions) in respect of (a) the
impact of transactions effected through the “Off-Hours Trading Facility” (as Rule 900 defines that term) on the
calculation of stock positions and (b) the inapplicability of tick tests to such transactions.

11. Orders to Be Reduced and Increased on Ex-Date

Rule 118. - No change.

* * *

S. … Supplementary Material:

* * *

.40 See paragraph (d)(vi) of Rule 900 (Off-Hours Trading: Applicability and Definitions) in respect of the
impact of dividends, distributions, rights and interest on Off-Hours Trading.

12. Records of Specialists

Rule 121. Every specialist shall keep a legible record of all orders placed with him in the securities in which
he is registered as a specialist and of all executions, modifications and cancellations of such orders, and shall
preserve such record and all memoranda relating thereto for a period of at least three years. All such records
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of orders and modifications or cancellations of such orders shall include the name and amount of the security,
the terms of the order, modification or cancellation, and the time when such order, modification or cancellation
was received. The specialist shall retain for a period of at least three years any report received from the
Exchange relating to the migration to or from, or the execution through, the “Off-Hours Trading Facility” (as
Rule 900 (Off-Hours Trading: Applicability and Definitions) defines that term) of any order placed with the
specialist.

S. … Supplementary Material:

* * *

13. Records of orders

Rule 410. (a) Every member or his organization shall preserve for at least three years, the first two years in
an easily accessible place, a record of:

1. Transmitted to Floor

(1) every order transmitted directly or indirectly by such member or organization to the Floor, which
record shall include the name and amount of the security, the terms of the order, the time when it was so
transmitted, and the time at which a report of execution was received.

2. Carried to Floor

(2) every order received by such member, either orally or in writing, and carried by such member to the Floor,
which record shall include the name-and amount of the security, the terms of t he order, the time when it was
so received and the time at which a report of execution was received.

3. Entered Off Hours

(3) every order entered by such member or organization into the Off-Hours Trading Facility (as Rule 900
(Off-Hours Trading: Applicability and Definitions) defines that term), which record shall include the name and
amount of the security, the terms of the order, the time when it was so entered, and the time at which a report
of execution was received.

4. Cancellation

(4) the time of the entry of every cancellation of an order covered by (1), (2) and (3) above.

5. By Accounts

Before any order covered by (1), (2) or (3) above is executed, there shall be placed upon the order slip or
other record of the member, or his organization the name or designation of the account for which such order
is to be executed. No change in such account name or designation shall be made unless the change has
been authorized by the member or another member, allied member or a person or persons designated under
the provisions of Rule 342(b)(1) in his organization who shall, prior to giving his approval of such change, be
personally informed of the essential facts relative thereto and shall indicate his approval of such change in
writing on the order.

6. Exceptions

Under exceptional circumstances, the Exchange may upon written request waive the requirements contained
in (1), (2) and (3) above.

* * *

14. RULES FOR OFF-HOURS TRADING FACILITY
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Off-Hours Trading: Applicability and Definitions

900. Applicability of 900 Series

Rule 900. (a) The Rules in this 900 series (Rules 900 through 906) shall apply to (i) all Exchange contracts
made on the Exchange through its “Off-Hours Trading Facility” (as this Rule defines that term) and (ii) the
handling of orders, and the conduct of accounts and other matters, relating to trading through that facility.

1. Applicability of Other Exchange Rules

(b) As modified by this Rule 900, all other Exchange Rules shall also so apply, except that the following shall
not so apply:

(i) all provisions pertaining to ITS and trading through ITS in the incorporated Rules;

(ii) Rule 440B (Short Sales); and

(iii) Rule 45 (Application of Rules) through Rule 128B (Publications of Changes, Corrections, Cancellations or
Omissions and Verification of Transactions), except that the following shall apply:

Dealings upon the Exchange

51 (Hours for Business)

52 (Dealings on the Exchange-Hours)

55 (Unit of Trading-Stocks and Bonds)

56 (Unit of Trading-Rights)

Auction Market-Bids and Offers

63 (“When Issued” - “When Distributed”)

78 (Sell and Buy Orders Coupled at Same Price)

Members Dealing for Their Own Accounts

92 (Limitations on Members' Trading because of Customer's Orders) as provided in paragraph (d)(ii) of this
Rule

93 (Trading for Joint Account) (paragraphs (a) and (c) only)

94 (Specialists' or Odd-Lot Dealers' Interest in Joint Accounts)

98 (Restrictions on Approved Person Associated with a Specialist's Member Organization)

98A (Restrictions on Persons or Parties Affiliated with Specialist and Odd Lot Dealer Member Organization)
(except for the second sentence of that Rule's first paragraph)

Specialists, Odd-Lot Brokers, and Registered Traders

104 (Dealings by Specialists) (paragraph (a) of Supplementary Material .13 only)

104A (Specialists-General) (Supplementary Material .50 only)

105 (Specialists' Interest in Pools and Options) as provided in paragraph (d)(v) of this Rule

118 (Orders To Be Reduced and Increased on Ex-Date) as provided in paragraph (d)(vi) of this Rule

121 (Records of Specialists)

128B (Publications of Changes, Corrections, Cancellations or Omissions and Verification of Transactions)

2. Modification of Incorporated Rules
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(c) For the purpose of incorporating Exchange Rules into this 900-series pursuant to paragraph (b) of this
Rule,

(i) references in the incorporated Rules to “on the Exchange” shall include the “Off-Hours Trading Facility”;
and

(ii) references to “on the Floor” shall exclude “the Off-Hours Trading Facility” except that, in Supplementary
Material .50 of Rule 104A, the reference to “on the Floor” shall refer to “through the Off-Hours Trading
Facility”.

3. Interaction among Off-Hours Trading Rules and Floor Rules

(d)

(i) For the purpose of applying Supplementary Material .40 of Rule 36 (Communications between Exchange
and Members' Offices) to Off-Hours Trading, the limit of time within which a member or member organization
executing a transaction through the Off-Hours Trading Facility must report to the member or organization
carrying the customer's account shall be 15 minutes after the close of the facility on the day of the
transaction.

(ii) Rule 92 shall not preclude a member or member organization from entering in the Off-Hours Trading
Facility an aggregate-price order to buy (sell) 15 or more securities coupled with an identical order to sell
(buy) when the member or member organization holds an unexecuted closing-price order for a component
security.

(iii) Notwithstanding the limitations on the specialty security transactions of a specialist set forth in
Supplementary Material .12 of Rule 104, a specialist:

(A) may assign to an investment account any specialty security acquired through the Off-Hours Trading
Facility; and

(B) may purchase securities through the Off-Hours Trading Facility to cover a short position in his dealer
account.

(iv) The limitations on the security (or, in the case of a specialist, specialty security) transactions of a
specialist, Registered Competitive Market-Maker or Competitive Trader contained in Rule 104, Rule 107
(Registered Competitive Market-Makers) and Rule 112 (Competitive Traders), respectively, shall not apply
to transactions effected through the Off-Hours Trading Facility. However, the member shall include in any
calculation of his aggregate position in a security any position in the security that the member acquires
through the Off-Hours Trading Facility.

(v) A specialist shall not enter an order for his specialty security through the Off-Hours Trading Facility for
any account in which he or his member organization has a direct or indirect interest if the execution of the
order would create a position in the security that would require the specialist to liquidate an options position
pursuant to Rule 105 and its Guidelines.

(vi) For the purpose of applying Rule 118 to Off-Hours Trading, securities will not become quoted ex-dividend,
ex-distribution, ex-rights or ex-interest on any day until after the close of Off-Hours Trading.

4. Definitions

(e) As used in this 900 series of Rules and other Rules in their application to Off-Hours Trading, the following
terms shall have the meanings specified below:

(i) The term “aggregate-price order” means an order to buy or sell a group of securities, which group includes
no fewer than 15 Exchange-listed securities having a total market value of $1 million or more.

(ii) The term “closing price” means the price established by the last “regular way” sale in a security prior to the
official closing of the 9:30 a.m. to 4:00 p.m. trading session, as determined by the Exchange.
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(iii) The term “closing-price order” means an order to buy or sell a security at its closing price.

(iv) The term “Off-Hours Trading Facility” means the Exchange facility that permits members and member
organizations to effect securities transactions on the Exchange pursuant to this 900-series of Rules. The term
“Off-Hours Trading” refers to trading through that facility.

5. Securities to Be Traded

Rule 901. Only such equity securities as the Exchange may specify shall be dealt in through the Off-Hours
Trading Facility. Any such security must be listed, or otherwise admitted to dealings, on the Exchange.

15. Off-Hours Trading Orders

1. Entry of Orders

Rule 902

(a) Closing-Price Orders

(i) Subject to Rule 906 (Impact of Trading Halts on Off-Hours Trading), a member or member organization
may enter into the Off-Hours Trading Facility a closing-price order at such times as the Exchange may
specify.

Closing-Price Coupled Orders

(ii) Subject to Rule 906, a member or member organization may enter into the Off-Hours Trading Facility a
closing-price order to buy coupled with a closing-price order to sell the same quantity of the same security
for execution against each other. However, a member or member organization may not so enter such
coupled orders if both such orders are for an account in which any member or member organization, or any
“associated party” (as paragraph (b)(ii) of Rule 800 (Basket Trading: Applicability and Definitions) defines that
term), has a direct or indirect interest.

Aggregate-Price Coupled Orders

(iii) A member or member organization may only enter into the off-Hours Trading Facility an aggregate-price
order to buy (sell) that is coupled with an aggregate-price order to sell (buy) the same quantities of the same
securities.

(b) Migration of Orders

Subject to Rule 906, a “regular way”, good ‘til cancelled order that is designated as Off-Hours eligible, that is
on the specialist's limit order book and that is executable at the closing price or better shall migrate from the
specialist's limit order book to the Off-Hours Trading Facility, except that any order for an account in which
the specialist, his member organization or any associated party has a direct or indirect interest shall not so
migrate.

(c) Delivery Terms

Transactions effected through the Off-Hours Trading Facility pursuant to closing-price coupled orders or
aggregate-price coupled orders may be for delivery at such time as the parties entering the orders may agree.
All other transactions effected through the Off-Hours Trading Facility shall be for delivery “regular way” (as
Rule 64 (Bonds, Rights and 100-Share-Unit Securities) refers to that term).

(d) Cancellation of Orders

Prior to execution, a member or member organization may cancel any migrated order or any closing-price
order that he or it has entered pursuant to clause (a)(i) or (a)(ii) of this Rule.
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(e) Disposition of Unexecuted Orders

(i) All migrated good ‘til cancelled orders that remain wholly or partially unexecuted at the close of a day's Off-
Hours Trading shall migrate back to the specialist's limit order book prior to the opening of trading on the next
business day. They shall retain the same priority as existed prior to their migration to the Off-Hours Trading
Facility.

(ii) All wholly or partially unexecuted closing-price orders expire at the close of Off-Hours Trading.

(f) Marking of Sell Orders

Members and member organizations shall mark all sell orders as “long” or “short exempt”, as appropriate.

(g) Odd-Lots and Partial Round Lots

A member or member organization may only enter an odd lot or partial round lot order into the Off-Hours
Trading Facility if the order is a closing-price or aggregate-price order entered on a coupled basis pursuant to
clause (a)(ii) or (a)(iii) of this Rule. In addition, a partial round lot order meeting the criteria of paragraph (b) of
this Rule shall migrate into the Off-Hours Trading Facility.

… Supplementary Material:

.10 Only the orders described in this Rule are eligible for Off-Hours Trading.

16. Off-Hours Transactions

Rule 903

(a) Priority of Single-Sided Orders

Single-sided closing-price and migrated orders to buy (sell) that enter the Off-Hours Trading Facility pursuant
to paragraphs (a)(i) and (b) of Rule 902 (Off-Hours Trading Orders) shall be executed against single-sided
closing-price and migrated orders to sell (buy) pursuant to the rules of priority set forth in Rule 904 (Priority of
Off-Hours Trading Orders).

(b) Priority of Coupled Orders

Each side of a closing-price or aggregate-price order entered on a coupled basis pursuant to paragraph (a)
(ii) or (a)(iii) of Rule 902 shall be executed against the other side without regard to the priority of other orders
entered into the Off-Hours Trading Facility.

(c) Binding Nature

A transaction described in paragraph (a) or (b) of this Rule is an Exchange contract that is binding in all
respects and without limit on any member or member organization that enters any of the transaction's
component orders. The member or member organization shall be fully responsible for the Exchange contract.

(d) Executions of orders

Single-sided and coupled closing-price orders entered into the Off-Hours Trading Facility and orders that
migrate into the facility shall only be executed at the close of the Off-Hours Trading session. Coupled
aggregate-price orders shall be executed upon entry.

17. Priority of Off-Hours Trading Orders

1. Priority of Off-Hours Trading Orders to Buy

Rule 904
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(a) Migrated Orders

(i) Good ‘til cancelled orders to buy that have migrated to the Off-Hours Trading Facility from the specialist's
limit order book pursuant to paragraph (b) of Rule 902 (Off-Hours Trading Orders) shall retain the same
priority among themselves as existed on the specialist's book and shall have priority over all closing-price
orders to buy entered pursuant to paragraph (a)(i) of Rule 902.

Closing-Price Orders

(ii) Closing-price orders to buy entered pursuant to paragraph (a)(i) of Rule 902 shall have priority based on
their sequence of entry into the Off-Hours Trading Facility.

(b) Priority of Off-Hours Trading Orders to Sell

The priority of closing-price and migrated good ‘til cancelled orders to sell shall be determined in the same
manner as specified in the case of orders to buy.

18. Off-Hours Trading Reports and Recordkeeping

Rule 905

(a) Off-Hours Trading Reports

Each member and member organization shall report to the Exchange such information, in such manner, and
at such times, as the Exchange may from time to time prescribe in respect of Off-Hours Trading, including,
but not limited to, reports relating to Off-Hours Trading orders, proprietary or agency activity and activity in
related instruments.

(b) Off-Hours Trading Records

Each member and member organization shall maintain and preserve such records, in such manner, and
for such period of time, as the Exchange may from time to time prescribe in respect of Off-Hours Trading,
including, but not limited to, records relating to closing price and migrated orders, cancellations, executions
and trading volume, proprietary trading activity, activity in related instruments and securities and other records
necessary to allow the member or member organization to comply with the reporting provisions of paragraph
(a) of this Rule.

19. Impact of Trading Halts on Off-Hours Trading

Rule 906

(a) Security Halts Prior to Off-Hours Trading

Members and member organizations shall not enter a closing-price order pursuant to paragraph (a)(i) or (a)
(ii) of Rule 902 (Off-Hours Trading Orders), and a good ‘til cancelled order shall not migrate to that facility, if
the order is for a security that was subject to a trading halt at the time the Exchange's 9:30 a.m. to 4:00 p.m.
trading session ended.

(b) Corporate Developments during Off-Hours Trading Session

The Exchange may announce during the hours that the Exchange is open for Off-Hours Trading that, as the
result of a corporate development, it has determined with respect to a security:

(i) to return unexecuted good ‘til cancelled orders for the security to the specialist's limit order book;

(ii) to cancel closing-price orders for the security entered pursuant to paragraph (a)(i) or (a)(ii) of Rule 902;
and
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(iii) to preclude the entry of closing-price orders for the security pursuant to paragraphs (a)(i) and (a)(ii) of
Rule 902 for the remainder of the session.

… Supplementary Material:

.10 Notwithstanding a trading halt in any security (other than a trading halt pursuant to Rule 80B (Trading
Halts Due to Extraordinary Market Volatility) or a corporate development, members and member
organizations may enter aggregate-price orders into the Off-Hours Trading Facility pursuant to paragraph (a)
(iii) of Rule 902.

Crossing Session I-Valid Order Data

Entered During the Entered During

Regular Day Session Crossing Session I

Time 9:30a-4:00p 4:15p-5:00p

Line 1A no new requirements OS for one-sided

Routing Code TS for two-sided

no Booth/Algo/Error

Instruction BUY SL, SSHRT, SSHRT EXEMPT BUY, SL, SSHRT, SSHRT

EXEMPT

Quantity roundlots/PRLs roundlots for OS

(99,900)

(99,999) roundlots/PRLs for TS

(99, 999)

Price (Price)/(Price OB) MKT or CLO

Time-in-Force GTX DAY

Account Type

Indicator as appropriate as appropriate

Delivery inst CASH/ND/SELLER invalid CASH/ND/SELLER on TS

Reference

Line no new requirements required on TS

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Order entry procedures are attached.
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June 4, 1991

  

Member Firm Regulation

Member and Member Organizations

SECURITIES SETTLEMENT CORPORATION (FORMERLY, JESUP, JOSEPHTHAL & CO., INC.)

 Securities Settlement Corporation has resigned its membership in the New York Stock Exchange effective
with the close of business June 3, 1991. However, this resignation does not affect Jesup, Josephthal
Securities Co., Inc., an affiliated member organization.

Any questions regarding this announcement may be directed to William E. Shields at (212) 656-4972 or
Blaise Bozzelli at (212) 656-2213.

Salvatore Pallante

Senior Vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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May 10, 1991

  

Market Surveillance

MOC ORDER LIQUIDATING INDEX STRATEGIES MUST BE IN BY 3 PM SEE PAGES 1 AND 2 FOR PROCEDURES

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Procedures for Handling Market-on-Close Orders on May 17, 1991 (“Expiration Friday”)

Members and member organizations are reminded that the closing procedures for expiration Friday will again
be implemented on expiration Friday, May 17, 1991, as indicated below. The SEC has formally approved the
extension of the pilot through October 1991.

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on each month's expiration Friday.

1. PROCEDURES RELATING TO THE CLOSE

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. Applicable MOC orders
are those relating to a strategy involving any stock index futures, stock index options, or options on stock
index futures, in the pilot stocks. These procedures have been filed as a rule with the SEC.

The cut-off time is 3:00 p.m. for the entry of MOC orders that relate to a strategy including any stock index
futures, stock index options or options on stock index futures in the pilot stocks. These closing procedures will
again be implemented with the May 17, 1991 expiration.

1. Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

2. Pilot Stocks

For the purpose of facilitating the publication of any significant order imbalance in one of the pilot stocks (see
attached list), you must as stated above, enter all MOC orders, in positions relating to a strategy involving any
stock index futures, stock index options. or options on stock index futures, by 3:00 p.m. eastern time. it should
be noted that, pursuant to Rule 13, an order for execution at the close may only be entered for execution at-
the-market; “limit-at-the-close” orders are not permitted.
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As soon as possible after 3:00 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:00 p.m. in those pilot stocks. Additionally, as soon as possible after
3:30 p.m. the Exchange will again publish on the tape any imbalance of MOC orders of 50,000 shares or
more that existed at 3:30 p.m. For those pilot stocks that had imbalance notices published at 3:00 p.m. and
there is no imbalance of 50,000 shares or more at 3:30 p.m., the Exchange will publish a “No Imbalance”
message. If a pilot stock does not have an imbalance message printed at 3:00 p.m., no MOC orders will
be permitted in that stock unless, at 3:30 p.m., due to cancellations, a 50,000 share or more imbalance is
published. If that occurs, MOC orders will be permitted to offset the imbalance published at 3:30 p.m. If a “No
Imbalance” notice is published in a pilot stock at 3:30 p.m., no MOC orders will be permitted. While MOC
orders previously entered may be cancelled or reduced in size, once such publication has been made, any
MOC orders subsequently entered will be accepted only to trade on the opposite side of the market in relation
to such published imbalance. The liquidation of positions relating to a strategy involving any stock index
futures, stock index options, or options on stock index futures using MOC orders entered after 3:00 p.m. is not
permitted, even if such orders might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:30 p.m. may not reflect the imbalance that exists at the close.

These procedures relate only to the pilot stocks. Regular procedures will apply to all other listed securities.

3. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they may be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

4. “G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to see “long” or a market order to buy.

5. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In add ition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution,
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Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a)(2) of the Securities
Exchange Act and Rules 10a-1, 10b-5. as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
David Leibowitz at (212) 656-4588.

Robert J. McSweeney

Senior Vice President

                                                

Attachments

                                

2. Expiration Friday Pilot Stocks - May 17, 1991

         ABT                         ABBOTT LABORATORIES

         AXP                         AMERICAN EXPRESS COMPANY

         AHP                         AMERICAN HOME PRODUCTS CORPORATION

         AIG                         AMERICAN INTERNATIONAL GROUP INC.

         T                           AMERICAN TELEPHONE AND TELEGRAPH

         AIT                         AMERITECH

         AN                          AMOCO CORPORATION

         BUD                         ANHEUSER BUSCH COMPANIES INC.

         ARC                         ATLANTIC RICHFIELD COMPANY
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         BEL                         BELL ATLANTIC CORPORATION

         BLS                         BELL SOUTH CORPORATION

         BA                          BOEING COMPANY

         BMY                         BRISTOL MYERS COMPANY

         CHV                         CHEVRON CORPORATION

         KO                          COCA COLA COMPANY

         DOW                         DOW CHEMICAL COMPANY

         DD                          DU PONT COMPANY

         EK                          EASTMAN KODAK COMPANY

         LLY                         ELI LILLY AND COMPANY

         XON                         EXXON CORPORATION

         FNM                         FEDERAL NATIONAL MORTGAGE ASSOCIATION

         F                           FORD MOTOR COMPANY

         GE                          GENERAL ELECTRIC COMPANY

         GM                          GENERAL MOTORS CORPORATION

         GTE                         GTE CORPORATION
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         HWP                         HEWLETT-PACKARD COMPANY

         IBM                         INTERNATIONAL BUSINESS MACHINES CORP.

         IP                          INTERNATIONAL PAPER COMPANY

         JNJ                         JOHNSON AND JOHNSON

         K                           KELLOGG COMPANY

         MCD                         MCDONALDS CORPORATION

         MRK                         MERCK AND COMPANY INC.

         MMM                         MINNESOTA MINING AND MANUFACTURING

         MOB                         MOBIL CORPORATION

         NYN                         NYNEX CORPORATION

         PAC                         PACIFIC TELESIS GROUP

         PEP                         PEPSICO INC.

         PFE                         PFIZER INC.

         MO                          PHILIP MORRIS COS. INC. HOLDING CO.

         PG                          PROCTER AND GAMBLE COMPANY

         RD                          ROYAL DUTCH PETROLEUM COMPANY
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         SGP                         SCHERING PLOUGH CORP.

         SLB                         SCHLUMBERGER LTD.

         S                           SEARS ROEBUCK AND COMPANY

         SBC                         SOUTHWESTERN BELL CORPORATION

         TX                          TEXACO INC.

         UN                          UNILEVER N.V. ADRS

         USW                         U.S. WEST INC.

         WMT                         WAL MART STORES INC.

         DIS                         WALT DISNEY COMPANY

         WMX                         WASTE MANAGEMENT INC.

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of May 6, 1991, and
the 20 Major Market Index stocks. X has been deleted from the list.

3. MEMORANDUM

Date: May 7, 1991

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) Orders

1. MOC Orders

Q. How do you determine the price at which to print the “stopped stock”?

A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

Q. If there was no MOC imbalance of 50,000 or more shares in a pilot stock at 3 p.m., but due to
MOC order cancellations, an imbalance of 50,000 or more shares exists at 3:30 p.m., should it be
disseminated?
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A. Yes. Subsequently, contra side MOC orders may be entered.

Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

1. Example #1 200,000 buy MOC

50,000 sell MOC

50,000 sell plus MOC

25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000 - S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

2. Example #2 100,000 sell MOC

50,000 buy MOC

25,000 buy minus MOC

25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000 - B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4- 1/2 - last sale 20 3/8

A. If the 20 3/8 last sale occurred on a “minus” ’ or “zero minus” tick, the market-on-close sell plus order
would go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the other hand,
if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus order would go
ahead of the 20 1/2 limit sell orders on the book because it should be treated like a market order. Similarly,
a market-on-close buy minus order would be treated as a limit order if the last sale was on a “plus” or “zero
plus”, going behind any buy orders limited at 20 1/4. If the last sale was on a “minus” or “zero minus” tick, the
market-on-close buy minus order would be treated as a market order and executed ahead of 20 1/4 limit buy
orders on the book.

Q. Are limit at-the-close or MOC “short” at-the-close orders permitted?

A. Limit at-the-close orders, where a specific price is indicated, are not allowed. Firms may enter “short” MOC
orders.
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April 12, 1991

  

Market Surveillance

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Procedures for Handling Market-on-Close Orders on April 19, 1991 (“Expiration Friday”)

MOC ORDERS LIQUIDATING INDEX STRATEGIES MUST BE IN BY 3 PM SEE PAGES 1 and 2 FOR PROCEDURES

Members and member organizations are reminded that the closing procedures for expiration Friday will again
be implemented on expiration Friday, April 19, 1991, as indicated below. The SEC has formally approved the
extension of the pilot through October 1991.

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on each month's expiration Friday.

1. PROCEDURES RELATING TO THE CLOSE

Procedures for market-on-close (“MOC”) orders are used for each monthly expiration. Applicable MOC orders
are those relating to a strategy involving any stock index futures, stock index options, or options on stock
index futures, in the pilot stocks. These procedures have been filed as a rule with the SEC.

The cut-off time is 3:00 p.m. for the entry of MOC orders that relate to a strategy including any stock index
futures, stock index options or options on stock index futures in the pilot stocks. These closing procedures will
again be implemented with the April 19, 1991 expiration.

1. Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

2. Pilot Stocks

For the purpose of facilitating the publication of any significant order imbalance in one of the pilot stocks (see
attached list), you must as stated above, enter all MOC orders, in positions relating to a strategy involving any
stock index futures, stock index options, or options on stock index futures, by 3:00 p.m. eastern time. It should
be noted that, pursuant to Rule 13, an order for execution at the close may only be entered for execution at-
the-market; “limit-at-the-close” orders are not permitted.
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As soon as possible after 3:00 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:00 p.m. in those pilot stocks. Additionally, as soon as Possible after
3:30 P.m. the Exchange will again publish on the tape any imbalance of MOC orders of 50,000 shares or
more that existed at 3:30 p.m. For those pilot stocks that had imbalance notices Published at 3:00 p.m. and
there is no imbalance of 50,000 shares or more at 3:30 p.m., the Exchange will publish a “No Imbalance”
message. If a pilot stock does not have an imbalance message printed at 3:00 p.m., no MOC orders will
be permitted in that stock unless, at 3:30 p.m., due to cancellations, a 50,000 share or more imbalance is
published. If that occurs, MOC orders will be Permitted to offset the imbalance published at 3:30 p.m. If a
“No Imbalance” notice is published in a pilot stock at 3:30 p.m., no MOC orders will be permitted. While MOC
orders previously entered may be cancelled or reduced in size, once such publication has been made, any
MOC orders subsequently entered will be accepted only to trade on the opposite side of the market in relation
to such published imbalance. The liquidation of Positions relating to a strategy involving any stock index
futures, stock index options, or options on stock index futures using MOC orders entered after 3:00 p.m. is not
permitted, even if such orders might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:30 p.m. may not reflect the imbalance that exists at the close.

These procedures relate only to the pilot stocks. Regular procedures will apply to all other listed securities.

3. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they may be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

4. “G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

5. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.
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Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a)(2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
David Leibowitz at (212) 656-4588.

Robert J. McSweeney

Senior Vice President

                                         

Attachments

                        

2. Expiration Friday Pilot Stocks - April 19, 1991

         ABT             ABBOTT LABORATORIES

         AXP             AMERICAN EXPRESS COMPANY

         AHP             AMERICAN HOME PRODUCTS CORPORATION

         AIG             AMERICAN INTERNATIONAL GROUP INC.

         T               AMERICAN TELEPHONE AND TELEGRAPH

         AIT             AMERITECH

         AN              AMOCO CORPORATION

         BUD             ANHEUSER BUSCH COMPANIES INC.

         ARC             ATLANTIC RICHFIELD COMPANY
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         BEL             BELL ATLANTIC CORPORATION

         BLS             BELL SOUTH CORPORATION

         BA              BOEING COMPANY

         BMY             BRISTOL MYERS COMPANY

         CHV             CHEVRON CORPORATION

         KO              COCA COLA COMPANY

         DOW             DOW CHEMICAL COMPANY

         DD              DU PONT COMPANY

         EK              EASTMAN KODAK COMPANY

         LLY             ELI LILLY AND COMPANY

         XON             EXXON CORPORATION

         *FNM            FEDERAL NATIONAL MORTGAGE ASSOCIATION

         F               FORD MOTOR COMPANY

         GE              GENERAL ELECTRIC COMPANY

         GM              GENERAL MOTORS CORPORATION

         GTE             GTE CORPORATION
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         *HWP            HEWLETT-PACKARD COMPANY

         IBM             INTERNATIONAL BUSINESS MACHINES CORP.

         IP              INTERNATIONAL PAPER COMPANY

         JNJ             JOHNSON AND JOHNSON

         K               KELLOGG COMPANY

         MCD             MCDONALDS CORPORATION

         MRK             MERCK AND COMPANY INC.

         MMM             MINNESOTA MINING AND MANUFACTURING

         MOB             MOBIL CORPORATION

         NYN             NYNEX CORPORATION

         PAC             PACIFIC TELESIS GROUP

         PEP             PEPSICO INC.

         PFE             PFIZER INC.

         MO              PHILIP MORRIS COS. INC. HOLDING CO.

         PG              PROCTER AND GAMBLE COMPANY

         RD              ROYAL DUTCH PETROLEUM COMPANY

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

470

http://researchhelp.cch.com/License_Agreement.htm


         SGP             SCHERING PLOUGH CORP.

         SLB             SCHLUMBERGER LTD.

         S               SEARS ROEBUCK AND COMPANY

         SBC             SOUTHWESTERN BELL CORPORATION

         TX              TEXACO INC.

         UN              UNILEVER N.V. ADRS

         USW             U.S. WEST INC.

         X               USX CORPORATION

         WMT             WAL MART STORES INC.

         DIS             WALT DISNEY COMPANY

         WMX             WASTE MANAGEMENT INC.

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of march 271 19911
and the 20 Major Market Index stocks. The indicated (*) stocks have been added to the list and PCG and
WLA have been deleted.

3. MEMORANDUM

Date: April 8, 1991

TO: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) Orders

1. MOC Orders

Q. How do you determine the price at which to print the “stopped stock”?
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A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

Q. If there was no MOC imbalance of 50,000 or more shares in a pilot stock at 3 p.m., but due to
MOC order cancellations, an imbalance of 50,000 or more shares exists at 3:30 p.m., should it be
disseminated.?

A. Yes. Subsequently, contra side MOC orders may be entered.

Q. How should buy “minus” /selL “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

1. Example #1 200,000 buy MOC

50,000 sell MOC

50,000 sell plus MOC

25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000 - S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

2. Example #2 100,000 sell MOC

50,000 buy MOC

25,000 buy minus MOC

25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000 - B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4- 1/2 - last sale 20 3/8

A. If the 20 3/8 last sale occurred on a “minus” ’ or “zero minus” tick, the market-on-close sell plus order
would go behind the 20 1/2 limit sell orders because it would be tr eated like a limit order. On the other hand,
if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus order would go
ahead of the 20 1/2 limit sell orders on the book because it should be treated like a market order. Similarly,
a market-on-close buy minus order would be treated as a limit order if the last sale was on a “plus” or “zero
plus”, going behind any buy orders limited at 20 1/4. If the last sale was on a “minus” or “zero minus” tick, the
market-on-close buy minus order would be treated as a market order and executed ahead of 20 1/4 limit buy
orders on the book.

Q. Are limit at-the-close or MOC “short” at-the-close orders permitted?

A. Limit at-the-close orders, where a specific price is indicated, are not allowed. Firms may enter “short” MOC
orders.
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April 12, 1991

  

Market Surveillance

 TO: Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Audit Trail Requirements

The Exchange membership made significant progress in improving audit trail data quality over the past
year. Crowd-to-crowd badge match quality is now at 88%. Audit trail continues to be an extremely high
priority because it contributes positively to member and member firm profitability by reducing financial
exposure associated with questioned trades. Equally important, it serves an essential regulatory purpose, and
compliance with Rule 132 is required by both the Exchange and the Securities and Exchange Commission.

Our goal continues to be 100% complete and accurate audit trail; however, we recognize that there can
always be an element of human error involved in the collection and processing of such data. The Market
Performance Committee and the Audit Trail/Trade Comparison Subcommittee reviewed and endorsed the
following 1991 benchmarks for crowd-to-crowd badge matching quality: 90% by June 3, 1991 and 93%
by October 1, 1991. There are a significant number of individual brokers and member organizations who
presently exceed these benchmarks in their daily performance. In order to help those who have not been
able to achieve that level of performance, and to reach these goals Floor-wide, the Market Performance
Committee, through its Audit Trail/Trade Comparison Subcommittee, has undertaken an important new
initiative involving direct member-to-member counselling.

The Audit Trail/Trade Comparison Subcommittee will administer a program of extensive educational
counselling for the poorest performers, as well as any members who request such assistance. No formal
regulatory action will be taken during the counselling period. Intentional (e.g. deliberate, inaccurate rewriting
of executing broker badge numbers) or egregious violations could, however, cause regulatory action. This
program will initially span the next two months. Please note that, to the extent that audit trail quality continues
to improve through this process, it is expected that the counselling initiative will be extended. Should the two-
month counselling initiative not result in achievement of the 90% audit trail quality benchmark goal by June 3,
Market Surveillance will resume the more formal regulatory process.

To facilitate our mutual interests in a complete and accurate audit trail, all clearing and specialist firms
must utilize the Audit Trail Correction System (ACS). The Audit Trail/Trade Comparison Subcommittee
endorses each firm's systematic utilization of ACS as an additional method to further improve data quality.
Independent members ($2 brokers) may access ACS through a clearing firm to correct data which was
incorrectly submitted, provided specific approval of such procedure has been received by the member from
the appropriate clearing firm.

Members are responsible for the supervision of their Floor clerks who maintain floor records and/or submit
audit trail data for keypunching, and for any poor performance which is attributable to their Floor clerks.
Clearing firms, rather than Floor members, will be responsible for poor performance resulting from inaccurate
upstairs data processing. Therefore, in addition to member-to-member counselling, comprehensive briefings,
identifying methods for improving audit trail quality, will be conducted for all Floor clerks on dates to be
scheduled over the next two months.

Please keep in mind the following points which relate to the most common data quality problems:
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• Be careful not to improperly rewrite Floor reports. Specifically, Floor records which reflect an “executing”
broker other than the broker or specialist who actually executed the order at the time of trade, whether to
facilitate commission billing purposes or otherwise, are not permitted by Exchange rules. Deliberate alteration
of Floor records and consequent misrepresentation of the executing broker is viewed as a serious breach of
Rule 132.

• Specialists may not give badge numbers of brokers (who entrusted orders to them for execution) to contra
brokers. This practice causes mismatch of badge data and misrepresents the executing broker on the trade
and is a violation of Rule 132.

The vast majority of members have significantly improved the quality of their audit trail data capture
and processing. It is important, for regulatory and profitability reasons, that all members and member
organizations continue to make this subject a priority in 1991.

If Market Surveillance can be of assistance, please contact Mr. Arthur Harris (212) 656-6884, Mr. David
Leibowitz (212) 656-4588, or Ms. Carol Krusik (212) 656-4597. If you have questions concerning your weekly
status report or audit trail in general, please call Mr. David Rich (212) 656-2917, or visit the Audit Trail Help
Desk on Wednesday or Thursday from 11:00 a.m. to 12:00 p.m., behind Post 6.

Robert J. McSweeney

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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April 10, 1991

  

Market Surveillance

 TO: All Members and Member organizations

SUBJECT: Specialists' Use of Listed Options to Hedge Specialty Stock Positions

NOTE: PLEASE ROUTE TO YOUR COMPLIANCE OFFICER

Effective April 15, 1991, new guidelines will govern specialists' use of listed options to hedge positions in
their specialty stocks. All option hedging activity must be done in conformity with revised Rule 105 and the
accompanying “Guidelines for Specialists' Specialty Stock Option Transactions Pursuant to Rule 105”, which
are attached.

The new guidelines provide the specialist with greater flexibility in using options to offset an existing specialty
stock position.

I. I. Establishing An Options Position

Specialists will be permitted to use dynamic deltas as well as fixed hedge ratios to establish an option position
to offset the risk of an existing specialty stock position provided the following three conditions are met:

1) The net option position (which may include options positions on both sides of the market) must be on the
opposite side of the market from the underlying specialty stock position.

2) The option position must be established solely to offset the risk of making a market in the specialty stock.

3) The net option position must not exceed the equivalent number of shares of the specialty stock position
that the specialist is off-setting, based on:

•dynamic deltas;

•fixed hedge ratios; or

•any other hedging convention approved by the Exchange.

II. Calculation of Position

1) Dynamic deltas

Deltas represent the ratio of price movement in the option to price movement in the stock. The number of
option contracts permitted to offset each 100 shares of stock may be calculated as follows:

(# of shares÷100)÷delta value=# of option contracts

Delta values may range from 0 to 1.

2) Fixed hedge ratio approach

The applicable fixed hedge ratios (number of option contracts permitted to offset each 100 shares of stock)
are as follows:

1 to 1: “in-the-money” option

1.5 to 1: “at-the-money” option
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2 to 1: “out-of-the-money” option

Examples of permissible stock/option hedges using deltas or fixed hedge ratios are contained in paragraph
(c) of the Guidelines.

III. Long-Term without Liquidation Requirements

A specialist may pursue a long term strategy to offset market-making risk and not be subject to the
requirements for establishing or liquidating option positions, provided he meets the following conditions:

1) The specialist must obtain approval from the Exchange for a long term option strategy before effecting any
options transaction;

2) The option position when established must consist of out-of-the-money options which are not near term;

3) The specialist may not establish or have established any other option position in the same specialty stock
other than a long term strategy;

4) The long term option strategy must provide a reasonable offset of the specialist's dealer risk in the
specialty stock regardless of day-to-day fluctuations in his dealer stock position.

IV. Liquidating Excess Option Positions

1. Stock and Net Option Positions on Opposite of The Market

When a specialist's closing position in an underlying specialty stock:

1) changes by more than 25 percent from that which existed when an offsetting option position was
established; and

2) causes the specialist's net option position to exceed the specialty stock position by the equivalent of more
than 5,000 shares (e.g., 50 in-the-money option contracts or 50 option contracts with a delta of 1.0); then

3) the specialist must enter liquidation order(s) so that his net option position no longer exceeds that
permitted by the hedging convention used (e.g., fixed hedge ratio or dynamic deltas).

4) Such orders must be entered by the close of trading on the exchange(s) where the option is traded on the
next trading day.

5) When the specialist has liquidated an “excess” option position he shall be deemed to have established a
new offsetting stock/option position, and any subsequent changes in his stock position will be figured from
that point.

6) If, while liquidation orders are being worked, the specialist's stock position changes such that it is again
within 25% of the establishing position, the unexecuted balances of the liquidation orders may be cancelled.

2. Stock and Net Options Positions on Same Side of The Market

When a specialist's closing position in an underlying specialty stock:

1) becomes flat or on the same side of the market as the specialist's net option position; and

2) his same side net option position is equivalent to a stock position of more than 5,000 shares; then

3) the specialist must enter liquidation orders so that this net option position is no longer on the same side of
the market as his stock position;

4) Such orders must be entered by the close of trading on the exchange(s) where the option is traded on the
same trading day.

5) If, while liquidation orders are being worked, the specialist's stock position changes such that it is no longer
on the same side of the market as the net option position, the unexecuted balance of the liquidation orders
may be cancelled.
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Liquidation requirements are described in detail in paragraphs (d) and (e) of the “Guidelines”.

V. Calendar Rollovers

Calendar rollover provisions apply when a specialist wishes to replace a near term option series with a more
distant term option series with the result that the specialist would become temporarily “over-hedged”. In
such a situation, the specialist may enter an order to acquire the more distant term option position before
liquidating his near term option position, provided that he enters an order to liquidate his near term option
position by the close of trading on the exchange where the option is traded on the day after the new position
is acquired.

A description of the guidelines for calendar rollovers may be found in paragraph (b)(4) of the “Guidelines”.

VI. No “Frontrunning” of Blocks

Specialists are reminded that the prohibitions against “frontrunning” of blocks fully apply to the specialist's
option hedging transactions. Thus, a specialist, or any member associated with a specialist, who has
knowledge of non-public information concerning a block transaction in a specialty stock, may not take
advantage of such information and execute or cause to be executed an order to buy or sell an option
overlying such stock, whether to establish or add to a hedged position, before the information concerning the
block transaction has been made publicly available.

The prohibition against “frontrunning” of blocks is discussed in more detail in Information Memo 80-38.

VII. Reporting of Options Data

Specialists are required to submit data regarding all orders and positions for options overlying their specialty
stocks (regardless of whether the order is executed) and must continue to submit data for as long as they
maintain an option position. The deadline for such submission is noon on the first business day following
the trade week in which the options activity occurred. A copy of the form along with instructions on how to
complete it will be sent to all specialists under separate cover.

Questions concerning these “Guidelines” for Rule 105 should be directed to Arnold Kotler at (212) 656-6543.

Robert J. McSweeney

Senior Vice President

Attachment

Exhibit A

Rule 105 - Specialists' Interest In Pools and Options

(a) No member acting as a specialist or his member organization or any other member, allied member or
approved person in such organization or officer or employee thereof shall be directly or indirectly interested in
a pool dealing or trading in a stock in which such member is registered as a specialist.

(b) No member acting as a specialist or his member organization or any other member, allied member or
approved person (other than an approved person entitled to an exemption from this Rule pursuant to Rule
98) or officer or employee thereof, shall directly or indirectly, hold, acquire, grant or have an interest in any
option to purchase or sell or to receive or deliver shares of a stock in which such member is registered as
a specialist, except as provided in this Rule. The term “listed option” as used herein shall mean an option
issued by the Options Clearing Corporation and traded on a national securities exchange.

(c) The term “specialist's account” shall mean the account (whether the individual account of the member
organization or joint account as permitted by Exchange Rule 94) in which the ordinary trading business of
the member as a specialist is conducted. With respect to any stock position in any specialist's account, any
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specialist or member organization having an interest in such account may hold, acquire, grant or have an
interest in listed stock options to purchase or sell or to receive or deliver shares of such stock only where
appropriate to permit such specialist to offset the risk of making a market in the underlying specialty stock.
No specialist or member organization having an interest in the specialist's account shall initiate or effect any
opening transaction in a listed stock option to offset more than a reasonable estimate of potential loss that
might be incurred in relation to the specialist's market-making function.

Any such options transactions shall be made in accordance with the “Guidelines for Specialists' Specialty
Stock Option Transactions Pursuant to Rule 105” as promulgated by the Exchange and as may be amended
from time to time. Any opening transaction that does not conform to the requirements specified in such
“Guidelines”, and any failure to take required action to liquidate any option position within the time periods
specified in such “Guidelines”, shall be deemed to be a violation of this Rule 105. Notwithstanding the fact
that a specialist's options transactions may be in conformity with the “Guidelines”, such specialist shall
nonetheless be deemed to be in violation of Rule 105 if he has engaged in such options transactions for
manipulative or other purposes not related to offsetting the risk of making a market in the underlying specialty
stock.

(d) A member, allied member or approved person (other than an approved person entitled to an exemption
from this Rule pursuant to Rule 98), in the member organization of a specialist and any officer or employee of
such organization who has a position in any specialty stock of such specialist in any account (other than the
specialist's account) may grant or have an interest in listed options to purchase or sell or to receive or deliver
shares of such specialty stock but only to the extent and in the manner that the “Guidelines”, as promulgated
by the Exchange and as may be amended from time to time, would permit the specialist to use listed options
as to transactions for the specialist's account.

Amendment

February 4, 1987

1. GUIDELINES FOR SPECIALISTS' SPECIALTY STOCK OPTION TRANSACTIONS PURSUANT TO RULE 105

a. (a) Rule 105 provides that a specialist may use listed options overlying covered securities in which he is
registered only where appropriate to offset the risk of making a market in the underlying specialty stock.

A specialist may not initiate or effect an opening option transaction to offset more than a reasonable estimate
of potential loss that might be incurred in relation to the specialist's market-making function.

An option position established pursuant to Rule 105 may be established by means of any legitimate hedging
strategy, provided that the net option position is on the opposite side of the market from the specialist's stock
position.

Any options transaction effected pursuant to Rule 105 must be made in conformity with these Guidelines.

Except as provided in paragraph (f) below, a specialist shall be deemed to be in violation of Rule 105 if he
establishes any option position in a specialty stock which exceeds that permitted by paragraphs (b) and (c)
below. Except as provided in paragraph (f) below, a specialist shall also be deemed to be in violation of Rule
105 if, having established an option position that does not exceed that permitted by paragraphs (b) and (c)
below, he subsequently fails to take, within the time periods specified in paragraphs (d) and (e) below, such
action as required to liquidate any option position where the net option position (i) exceeds the permitted
number of contracts because of a change of more than 25 percent in the size of the underlying specialty
stock position from that which existed when the option position was established; or (ii) has become on the
same side of the market as the underlying specialty stock position. Notwithstanding the fact that a specialist's
options transactions may be in conformity with the “Guidelines”, such specialist shall nonetheless be deemed
to be in violation of Rule engaged in such options transactions for manipulative or other purposes not related
to offsetting the risk of making a market in the underlying specialty stock.
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b. (b) Conditions for Opening Options Transactions to Hedge an Existing Specialty Stock Position with a Net
Option Position on the Opposite Side of the Market

Except as provided in paragraph (f) below, opening options transaction under Rule 105 must meet the
following three conditions:

1. (1) The transaction must result in a net option position on the opposite side of the market from the
underlying specially sock position.

2. (2) The transaction must be effected solely to offset the risk of making a market in the underlying specialty
stock.

3. (3) The resulting net option position must not exceed the number of shares of the specialty stock position
that the specialist is offsetting, based on using dynamic deltas or fixed hedge ratios as discussed below, or
another hedging convention approved by the Exchange.

Any opening options transaction that does not meet all three conditions shall be deemed to be in violation of
Rule 105, except as specified in paragraph (4) and in paragraph (f) below.

4. (4) When a specialist holds a position in a near term (as defined in paragraph (c) below) option series
which he wishes to replace with a more distant expiration series prior to the liquidation or expiration of such
near term options series, the specialist may do so to offset a reasonable estimate of potential loss that might
be incurred in the specialist's existing position in the underlying specialty stock subject to the provisions of
paragraph (c) of Rule 105 above. In order to establish s hedged position with the more distant term options
series while concurrently holding a position in the near term series which would result in an “over-hedged”
position, the specialist shall enter an order, which has a reasonable expectation of being executed, no later
than the close of trading on the exchange or exchanges where the option is traded on the day after the new
position was established, to liquidate his position in the near term options series.

c. (c) Calculation of Options Positions to Offset Existing Stock Positions

The specialist shall have the choice of offsetting his specialty stock position using either dynamic deltas, fixed
hedge ratios or any other hedging convention approved by the Exchange to determine the of option contracts
permitted to offset an existing stock position.

i. (i) Use of dynamic deltas - In determining whether a specialist's option position complies with the third
condition of paragraph (b) above, based on dynamic deltas, the Exchange will use its pricing model to
calculate the appropriate delta for each option series.

Example 1

Assume the specialist is long 10,000 shares of a stock that is quoted at 50-1/4. He wishes to offset that
position by writing call option contracts. The Exchange's pricing model derives a delta for the option series
of .5 based upon the $50 bid price. The maximum permissible option position the specialist may establish to
offset his specialty stock position would be calculated as follows:

    10,000      ÷      .5        =      200

   --------

     100

In this example, the specialist would be permitted to write no more than 200 call contracts having a delta of .5
to offset his stock position.

Example 2
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Assume the specialist is long 5,000 shares and has hedged his position by buying 100 put option contracts
with a delta of .5. Subsequently, the specialist buys 1,000 shares for his own account. The specialist could
offset the additional 1,000 shares by acquiring an additional option position of 20 put contracts, calculated as
follows:

     1,000      ÷      .5        =      20

    -------

      100

Thus, the specialist in this example would be permitted to have an option position of 120 put contracts to
offset the 6,000 share stock position.

Example 3

Assume that a specialist has a 2,000 share long position in a specialty stock and wishes to use options to
offset the risk of loss in that position. Options at the following strike prices have been opened for trading: 40,
45, 50, 55 and 60. The deltas for those options are at 1.0, .8, .5, .2 and .05, respectively.

Since the specialist is long the stock, he may offset his position either by writing calls or by buying puts.

In writing calls, the specialist could effect options transactions as follows:

•20 call options with a strike price of 40 or

•25 call options with a strike price of 45 or

•40 call options with a strike price of 50 or

•100 call options with a strike price of 55 or

•400 call options with a strike price of 60.

The specialist could also combine different series of call options, such as:

•10 call options with a strike price of 45 to hedge 800 shares and

•16 call options with a strike price of 50 to hedge 800 shares and

•20 call options with a strike price of 55 to hedge 400 shares.

The same principles would apply to opening transactions involving put options.

(ii) Use of fixed hedge ratios - In determining whether a specialist's option position complies with the third
condition of paragraph (b) above based on fixed hedge ratios, the Exchange will use the applicable “hedge
ratios” as follows:

(1) One option contract for each 100-share stock position existing at the time of the acquisition of the option
contract, where such option contract is “in-the-money” as defined below.

(2) One and one-half option contracts for each 100-share stock position existing at the time of the acquisition
of the option contracts, where such option contracts are “at-the-money” as defined below.

(3) Two option contracts for each 100-share position existing at the time of the acquisition of the option
contracts, where such option contracts are no more than one strike price interval “out-of-the-money” as
defined below.

The number of option contracts that may be used under the “hedge ratio” approach to offset a position in
the underlying specialty stock depends upon the size of the stock position at the time of the acquisition
of the option(s) and the strike price of the option(s) in relation to the market price of the stock. Not more
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than one “in-the-money” option, or one and one-half “at-the-money” options, or two “out-of-the-money”
options to hedge each 100-share specialty stock position may be used. Options at the same strike price,
or combinations of options at different strike prices may be used, provided the net overall options position
thereby established conforms to conditions (1), (2) and (3) of paragraph (b) above and the hedge ratios. The
hedge ratios may be expressed as follows:

•In-the-money option: 1 to 1

•At-the-money option: 1.5 to 1

•Out-of-the-money option: 2 to 1

Definitions. For purposes of these Guidelines to administer Rule 105, an “at-the-money” option, whether a put
or a call, shall be an option where the price of the underlying specialty stock is (i) equal to the strike price of
the option, or (ii) greater or less than the strike price of the option by an amount which does not exceed one-
half of the strike price interval for that particular option. For example, assume that options with a strike price
interval of five points have been opened for trading at strike prices of 45, 50, 55 and 60, and the market price
of the underlying stock is 52. The option with a strike price of 50 would be considered “at-the-money” since
that strike price is less than one-half the five point price interval below the market price of the stock. In this
example where the strike price interval is five points, the option having the strike price of 50 would be “at-the-
money” when the market price of the underlying stock is traded at or between 47 1/2 and 52 1/2. If the market
price of the underlying stock is exactly at the midpoint of the strike price interval, then options having two
different strike prices would be considered to be “at-the-money”. Thus, in the above example, if the market
price of the underlying stock was 52 1/2, then both the 50 and 55 strike price options, both puts and calls,
would be “at-the-money”.

An “in-the-money” call option shall be any call option whose strike price is less than the lowest strike price
of an “at-the-money” call option. An “in-the-money” put option shall be any put option whose strike price is
greater than the highest strike price of an “at-the-money” put option. For example, assume that options have
been opened for trading at strike prices of 40, 45, 50, 55 and 60 and the market price of the underlying stock
is 52. Options with a strike price of 50 would be “at-the-money”. Thus, call options with strike prices of 40 and
45, and put options with strike prices of 55 and 60, would be “in-the-money”.

An “out-of-the-money” call option shall be any call option whose strike price is greater than the highest strike
price of an “at-the-money” call option. An “out-of-the-money” put option shall be any put option whose strike
price is less than the lowest strike price of an “at-the-money” put option. For example, assume as above that
options have been opened for trading at strike prices of 40, 45, 50, 55 and 60, and the market price of the
underlying stock is 52 1/2. Options with a strike price of 50 and 55 would both be “at-the-money”. Thus, call
options with a strike price of 60, and put options with strike prices of 40 and 45 would be “out-of-the-money”.

A near term option shall be an option that expires on the next possible expiration date for that particular
option series.

Example 4

Assume that a specialist has a 2,000 share long position in a specialty stock and wishes to use a fixed hedge
ratio approach to options to offset the risk of loss in that position. The market price of the stock is 52, and
options at the following strike prices have been opened for trading: 40, 45, 50, 55 and 60.

Since the specialist is long the stock, he may offset his position by writing calls or by buying puts. (If the
specialist had a short position in the specialty stock, he could offset his position by buying calls or writing
puts.)

In writing calls using the hedge ratio approach, the specialist could effect options transactions as follows:

•20 call options with a strike price of 45 or 40 or

•30 call options with a strike price of 50 or

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

482

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE105/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


•40 call options with a strike price of 55.

The specialist could also combine different series of call options, such as:

•10 call options with a strike price of 45 to hedge 1,000 shares and

•9 call options with a strike price of 50 to hedge 600 shares and

•8 call options with a strike price of 55 to hedge 400 shares.

The same principles would apply to opening transactions involving put options.

(iii) Other hedging strategies - If the specialist seeks to offset risk of loss by using a strategy other than one
based on dynamic deltas or fixed hedge ratios, he shall submit such strategy to the Exchange and obtain
its approval before effecting any options transactions. Such strategy must constitute a legitimate hedge and
must comply with the provisions of paragraph (b) above.

(d) Liquidating An “Excess” Option Position on the Opposite Side of the Market from the Underlying Specialty
Stock Position

Where a specialist's closing position on any trading day in an underlying specialty stock has changed by
more than 25 percent from that which existed when an offsetting option position was established, with the
result that the specialist's net option position, while still on the opposite side of the market from the specialty
stock position, then exceeds that permitted by the use of deltas or hedge ratios or other approved hedging
convention, the specialist shall take, or cause to be taken, action to liquidate one or more options positions
until his net option position no longer exceeds the number permitted by the hedging convention used.

The specialist shall be required to enter such liquidation order, or orders, which have a reasonable
expectation of being executed, by the close of trading on the exchange or exchanges where the option is
traded on the next trading day.

Notwithstanding the above, where a specialist's closing stock position has changed by more than 25 percent
from that which existed when an offsetting option position was established, with the result that his net option
position exceeds that permitted by paragraph (c) above by the equivalent of up to 5,000 shares (e.g., 50 in-
the-money option contracts or 50 option contracts with a delta of 1.0), the specialist shall not be required
to liquidate any such “excess” options. The specialist shall not be required to liquidate any option position
which exceeds that permitted by paragraph (c) above where the specialist's closing stock position on any
trading day has not changed by more than 25 percent from that which existed when such option position was
established.

The point in time to be observed in taking any liquidation action required by this paragraph (d) is the time of
order entry, not necessarily the time when the order is actually executed. In liquidating an “excess” option
position, the specialist shall not be required to send to the Floor of an options exchange an order or orders
immediately executable “at the market”, but may, if he so chooses, send to the Floor of an options exchange
an order or orders that may be “worked” by an independ ent broker according to his “broker's judgement”
to obtain “best execution”. The specialist shall not, however, give specific instructions to such independent
broker as to how the order or orders are to be “worked”. If, while the order or orders are being ‘worked’, the
specialist's stock position changes such that it has not changed by more than 25 percent from that which
existed when the offsetting option position was established, the liquidation orders or the unexecuted portion of
such orders may be cancelled.

When, as a result of a more than 25 percent change in the size of a specialist's stock position from that which
existed when an offsetting option position was established, the specialist has had to liquidate an “excess”
option position, the specialist shall be deemed thereby to have established a new offsetting stock/option
position pursuant to Rule 105 and these Guidelines. Should the stock position continue to change in the same
direction, any subsequent required liquidation action shall be taken if the closing stock position changes by
more than 25 percent from that which existed when the new offsetting position was established.

Example 5
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Assume that a specialist has a 100,000 share long specialty stock position which he offsets using a hedge
ratio approach by writing 1,000 in-the-money calls. Subsequently, the specialist's closing stock position
declines to 80,000 shares long, but the specialist maintains the 1,000 contract in-the-money option position.
The specialist's option position would now exceed that permitted by the hedge ratios by 200 contracts.
However, no liquidation action would be required because the specialist's stock position did not change by
more than 25 percent from that which existed when the offsetting option position was established.

Example 6

Assume that a specialist had a 10,000 share long specialty stock position which he offset using a hedge ratio
approach by writing 100 in-the-money calls. Subsequently, the specialist's closing stock position declined
to 4,000 shares long, but the specialist maintained the 100 contract in-the-money option position. In this
situation, the specialist's stock position has now changed by more than 25 percent from that which existed
when the offsetting option position was established. The specialist's option position now exceeds that
permitted by the hedge ratios by 60 contracts.

The specialist would be required to enter an order to liquidate 60 option contracts no later than the close of
trading on the exchange where the option is traded on the next trading day.

If, in this example, the specialist's closing stock position continued to decline, the next liquidation action would
be taken with reference to a change of 25 percent or more in the 4,000 share stock position.

Example 7

Assume that a specialist had a 10,000 share long specialty stock position which he offset using dynamic
deltas by writing 100 calls with a delta of 1.0. Subsequently, the specialist's closing stock position declined
to 7,000 shares long, but the specialist maintained the 100 contract option position. In this situation, the
specialist's closing stock position has now changed by more than 25 percent from that which existed when
the offsetting option position was established. However, no liquidation action would be required because the
equivalent share position represented by the number of option contracts in excess of that permitted by the
use of deltas is only 3,000 shares, which is less than the 5,000 share minimum.

(e) Liquidating an Option Position on the Same Side of the Market as the Underlying Specialty Stock Position

Where a specialist's position in an underlying specialty stock changes such that it becomes “flat” (i.e.,
no position) or it becomes on the same side of the market as a net offsetting option position previously
established pursuant to Rule 105 and these Guidelines, the specialist shall, take, or cause to be taken, action
to liquidate one or more option positions until his net option position is no longer on the same side of the
market as his stock position.

The specialist shall be required to enter such liquidation order or orders which have a reasonable expectation
of being executed by the close of trading on the exchange or exchanges where the option is traded, on the
same trading day that his stock position became “flat” or on the same side of the market as his net option
position.

Notwithstanding the above, the specialist shall not be required to take liquidation action where his same side
option position is equivalent to a stock position of 5,000 shares or less.

The point in time to be observed in taking any liquidation action required by this paragraph (e) is the time of
order entry, not necessarily the time when the order is actually executed. The specialist may enter a “working”
order along the same lines as discussed in paragraph (d) above.

If, while the order or orders are being “worked”, the specialist's stock position changes such that it is no
longer on the same side of the market as the specialist's net option position, the liquidation orders or the
unexecuted portion of such orders may be cancelled.

Example 8
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Assume that a specialist had a 10,000 share long position which he hedged by writing 200 calls with a delta
of .5. Subsequently, his stock position became 1,000 shares short. His stock and net option positions would
now be on the same side of the market, and he would be required to enter an order which has a reasonable
expectation of being executed to liquidate his 200 contract option position not later than the close of trading
on the exchange where the option is traded, on the same trading day that his stock position became on the
same side of the market as his net option position. If, in this example, the specialist had written 100 or less
option contracts, which represent the equivalent of 5,000 shares of stock, he would not have been required to
take any liquidation action.

(f) Long Term Option Strategy to Offset Market-Making Risk

Notwithstanding any other provision of these Guidelines regarding the establishment and liquidation of option
positions, the specialist may, with the approval of the Exchange, establish an option position, and not be
subject to liquidation requirements as to such option position, to offset general market-making risk as to any
specialty stock. The specialist shall submit a long term option strategy to the Exchange for its approval prior
to effecting any option transactions. The Exchange shall not grant approval of any such long term option
strategy unless option positions, when established, consist of out-of-the-money options which are not near
term options. A specialist may establish an option position in accordance with this paragraph (f) irrespective
of an existing position in the subject specialty stock provided that the option position is a reasonable offset
of the specialist's dealer risk in the subject specialty stock. The objective of such a strategy shall be the
maintenance of a long term option position which would offset market-making risk irrespective of day-to-
day fluctuations in the specialist's position in the specialty stock. The Exchange shall terminate approval for
such a long term option strategy, and may deem the specialist to be in violation of Rule 105, in any case
where the Exchange shall determine that the specialist's market-making decisions have been influenced by
the existence of any long term option position. A specialist who determines to establish an option position
pursuant to this paragraph (f) may not, while he continues to hold such position, establish any other position
pursuant to any other paragraph of these Guidelines, other than a “calendar rollover” as permitted under
paragraph (b)(4) above, as to the same specialty stock. Conversely, a specialist who has established an
option position pursuant to any other paragraph of these Guidelines may not, while he continues to hold such
position, establish an option position pursuant to this paragraph (f) as to the same specialty stock.

(g) Prohibition Against Front-Running of Blocks

In Information Memo No. 80-38 (September 11, 1980), the Exchange advised all members and member
organizations that they should not trade in options or in underlying securities by taking advantage of
their possession of material, non-public information concerning block transactions in these securities.
The Exchange noted that it would be improper for a member or person associated with a member who
has knowledge of a block transaction in any security underlying an option or of a block transaction in the
option covering that security, before information concerning the block transaction has been made publicly
available, to take advantage of the non-public information in his possession and execute or cause to be
executed an order (1) to buy or sell an option, while in possession of non-public information concerning a
block transaction in the underlying stock, or (2) to buy or sell an underlying security, while in possession
of non-public information concerning a block transaction in an option covering that security, for an account
in which such member or associated person has an interest or for an account with respect to which such
member or associated person exercises investment discretion. The prohibitions against front-running stated
in Information Memo No. 80-38 shall take precedence over any requirements stated in Rule 105 and these
Guidelines. Thus, a specialist may not establish an offsetting option position in a specialty stock if he is in
possession of material, non-public information concerning a block transaction in such stock.

(h) Recording of Option Positions
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Any option position relating to a specialist's account and established or increased pursuant to Rule 105
shall be recorded for bookkeeping purposes in a separate “memo” account. Each time a transaction in the
overlying option is effected for the specialist's account, the specialist's specialty stock position shall also be
recorded in the “memo” account.

(i) Reporting of Accounts

In a manner prescribed by the Exchange, each specialist shall file with the Division of Market Surveillance
and keep current a list identifying all accounts in which the specialist, his member organization, or any other
member, allied member or approved person of such member organization or any officer or employee thereof
has a direct or indirect interest and in which are effected options transactions in which any of his specialty
stocks is the underlying security. No such specialist, member organization, member, allied member, approved
person, officer or employee shall engage in options transactions in which any of such stocks of any such
specialist is the underlying security in any account which has not been reported to the Exchange.

(j) Reporting of Transactions

In the event that any specialist, his member organization, or any other member, allied member or approved
person in such member organization or officer or employee of such member organization engages in any
option transaction in which any specialty stock of the specialist is the underlying security, such specialist,
person or party shall submit to the Division of Market Surveillance in such automated format and with such
frequency as the Exchange may prescribe, such information concerning such option transaction as the
Exchange may require.

(k) Preservation of Records

Each specialist shall preserve or cause to be preserved for at least three years, the first two years of which
shall be in an easily accessible place, a record of every purchase or sale of any option on any of his specialty
stocks, which purchase or sale is effected by such specialist, his member organization, or any other member,
allied member or approved person in such member organization or officer or employee thereof. Such record
shall include the terms of the purchase or sale order, the time at which the order was entered for execution
and the time at which a report of execution of such order was received by the person who entered such order.

(l) Specialist Shall Not Be Options Market-Maker

No equity specialist, his member organization, other member, allied member, or approved person in
such member organization or officer or employee thereof shall act as an options market-maker or options
specialist, or function in any capacity involving market-making responsibilities, in any option as to which the
underlying security is a stock in which the specialist is registered as such.

Amendments

July 20, 1961

May 18, 1972

August 9, 1976

February 4, 1985
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April 4, 1991

  

Market Surveillance

 TO: All Floor Members

FROM: Market Surveillance

SUBJECT: 1&2 Point Sales Slip - Additional Information

Rule 79A.30, in part, provides that all trades at the active posts which take place at one point or more from
a last sale under $20, or two points or more from a last sale of $20 or higher may not be published on the
tape without the prior approval of a Floor Official. In this regard, the Market Performance Committee has
authorized that a new 1&2 Point Sales floor slip be implemented which, in addition to the current buyer/seller
information requirement, will also require specifying the amount of specialist participation. Below is a copy of
the new floor slip.

4 1 & 2 POINT SALES

Date:_ Stock:_ Post:

Trade

Time Volume Price Last Sale

Buyer:

Seller:_

Specialist Participation:_

Anticipated Price Movement on Order(s)

Outside 1 & 2 Point Limits

Member:_

Supervisor Floor Official(s)

__

9-403(12-90) _

Robert J. McSweeney

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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April 3, 1991

  

Market Surveillance

 TO: All Members and Member Organizations

SUBJECT: Amendment to Rule 103A (Specialist Stock Reallocation) to Add Performance Standards
Applicable to the New York Stock Exchange's Specialist Performance Evaluation Questionnaire (“SPEQ”)

1. The Securities and Exchange Commission recently approved an amendment to Rule 103A to add
performance standards applicable to the Exchange's SPEQ. The amendment to Rule 103A. attached as
Exhibit A, is effective as to specialist unit evaluations for the second quarter of 1991.

Rule 103A specifies performance standards for specialists and provides for the initiation of a formal
“Performance Improvement Action” by the Market Performance Committee in any case where a specialist
unit does not meet a performance standard specified in the rule. Effective with the first quarter of 1990, the
Exchange implemented a new SPEQ process as was announced in Information Memo No. 90-41 (February
6. 1990). The performance standards relating to the SPEQ that had been incorporated into Rule 103A could
not be applied to the new SPEQ. Based on analysis of data derived from administration of the new SPEQ,
the Exchange, in consultation with the Market Performance Committee, developed Rule 103A standards ap
propriate for the new SPEQ.

These standards provide that a specialist unit will be subject to the initiation of a Performance Improvement
Action where:

(i) a unit's overall rank on the SPEQ is in the lowest 10% and its range of ranks is in the lowest 15% for any
quarter; or

(ii) a unit's rank in two or more functions is in the lowest 10% of all units, and its range of ranks is in the lowest
15% of all units for any quarter; or

(iii) a unit's rank in a particular function is in the lowest 10% of all units, and its range of ranks is in the lowest
15% of all units, in each of two consecutive quarters.

The ranks and ranges of ranks operate as follows. Assumes for example, that there are 40 specialist units,
and that unit A has received a rank (either overall or for a particular function) of 37 out of 40, with a range of
ranks of 35 to 40. The unit's overall rank is in the lowest 10%, and its range of ranks is in the lowest 15%, as
this range indicates that the unit is not statistically significantly different from a unit rated no higher than 35
(which is in the bottom 15%).

In addition to the above Rule 103A standards, the Exchange's Market Performance Committee continues to
have the authority to engage in counselling sessions with units where appropriate. It will also continue to have
the authority to impose allocation freezes where appropriate to improve performance even if no Performance
Improvement Action is mandated under the standards of Rule 103A.

Any questions you may have regarding this memo may be directed to Brian McNamara at (212)656-7086 or
Richard Kaplin at (212)656-6755.

Robert J. McSweeney

Senior Vice President

A. Exhibit A
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Rule 103A

S. … Supplementary Material

.10 Performance Improvement Action Criteria - The Market Performance Committee shall initiate a
Performance Improvement Action as described in Paragraph (b) above whenever a specialist unit does not
meet any standard of acceptable performance as specified below:

(A) Specialist Performance Evaluation Questionnaire

(i) in any case where a specialist unit's overall rank on the quarterly SPEQ is in the lowest 10% of all
specialist units, and its range of ranks is in the lowest 15% of all units, for any quarter.

(ii) in any case where a specialist unit's rank in two or more functions on the quarterly SPEQ is in the lowest
10% of all specialist units, and its range of ranks is in the lowest 15% of all units, for any quarter;

(iii) in any case where a specialist unit's rank in a particular function on the quarterly SPEQ is in the lowest
10% of all specialist units, and its range of ranks is in the lowest 15% of all units, in each of two consecutive
quarters.

The ranks and ranges of ranks operate as follows, Assume, for example, that there are 50 specialist units,
and that unit A has received a rank (either overall or for a particular function) of 46 out of 50, with a range of
ranks of 44 to 50, The unit's overall rank is in the lowest 10%, and its range of ranks is in the lowest 15%, as
this range indicates that the unit is not statistically significantly different from a unit rated no higher than 44
(which is in the bottom 15%).
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Market Surveillance

 TO: All Members and Member Organizations

SUBJECT: Amendment to Exchange Rule 116.30 (Restrictions on Stopping Stock) to Permit Specialists to
Stop Stock in Minimum Variation Markets

The Securities and Exchange Commission recently approved, on a one year pilot basis, an amendment to
Rule 116.30 to permit specialists to stop stock in minimum variation markets (usually 1/8 point markets) under
limited circumstances. The amendment to Rule 116.30, attached as Exhibit A, is effective immediately.

Prior to the amendment's approval, a specialist was permitted to grant a stop only where the spread in the
quotation was not less than twice the minimum variation of trading. The rule now permits a specialist to grant
a stop, when requested, as to any order of 2,000 shares or less, up to an aggregate 5,000 shares of all orders
that are stopped in a market with a 1/8 point/minimum variation quotation spread. (No size limitations apply
to wider spreads, provided the spread is narrowed after granting a stop.) A specialist must seek Floor Official
approval in order to stop a specified larger order-size threshold, or a specified larger aggregate number of
shares, in a minimum variation market. In granting a stop in a minimum variation market, a specialist should
change the quoted bid (offer) size in order to reflect the size of the order being stopped.

Specialists should not routinely grant stops in minimum variation markets. An order should be stopped in such
a market only in situations in which there is an imbalance on the opposite side of the market from the order
being “stopped”, and the imbalance is of sufficient size, given the characteristics of the security, to suggest
the likelihood of price improvement. For example, if a market is quoted 30 to 30 1/8 with 1,000 shares bid for
and 20,000 shares offered, the imbalance on the offer side of the market suggests that a buy order of 2,000
shares or less would be an appropriate candidate for a stop.

Any questions you may have regarding this memo may be directed to Brian McNamara at (212) 656-7086 or
Donald Siemer at (212) 656-6940.

Robert J. McSweeney

Senior Vice President

Rule 116

S. … Supplementary Material

Rule 116.30 Restrictions on “stopping” stock. - No specialist may stop stock against the book or for his own
account at a price at which he holds an order capable of execution at this price except that he may stop stock:

(1) in connection with an opening or reopening;

(2) when there is a broker in the Crowd representing another order at the stop price; or

(3) when a member acting on behalf of either a public customer's account or an account in which such
member or another member has an interest makes an unsolicited request that a specialist grant him a stop if:

(a) (i) the spread in the quotation is not less than twice the minimum variation of trading in the stock; or, (ii)
where the spread in the quotation is the minimum variation of trading in the stock, the size of any order as
to which a stop is granted does not exceed 2,000 shares, and the aggregate number of shares as to which
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stops are in effect does not exceed 5,000 shares, unless a Floor Official has approved, as appropriate under
prevailing market conditions, the granting of a stop for an order or orders of a larger specified size, or the
granting of stops as to a larger specified aggregate number of shares as to which stops may be in effect;

(b) after the granting of the stop, the spread between the bid and offer is reduced, [;] in any case where, prior
to the granting of the stop, the spread in the quotations was not less than twice the minimum variation of
trading in the stock,

(c) the specialist does not reduce the size of the market following the stop; and

(d) on the election of the stop the order or orders on the specialist's book entitled to priority will be executed
against the stopped stock.
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Market Surveillance

 TO: Member and Member organizations and options Trading Right Holders

SUBJECT: Option Specialist's Obligation to Guarantee Ten-Up Markets

The Securities and Exchange Commission recently approved Exchange Rule 758A which requires
specialists, at all times other than during rotations, to sell (purchase) at least ten contracts at the best offer
(bid) that is displayed when a purchase (sell) order reaches the trading post where the option class is located
for trading. These ten-up requirements apply only to filling non broker-dealer customer orders received for
options series that expire during the two nearest term months.

In addition to the foregoing, specialists are not required to display, as a market quotation, bids or offers of a
Competitive Options Trader (COT) for less than ten contracts.

Where a situation exists in which there is, among other things, an extraordinary change in market conditions,
an obvious error in the posting of the displayed market quote, or a system malfunction, two Floor Officials
may determine that an exception to the Rule is warranted.

Questions concerning the above rule should be directed to Mr. Joseph Dorilio at (212)656-6197.

Agnes M. Gautier

Vice President

Market Surveillance
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Member Firm Regulation

PLEASE ROUTE TO REGISTRATION, COMPLIANCE AND LEGAL DEPARTMENTS

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: MANAGING PARTNERS/CHIEF EXECUTIVE OFFICERS AND COMPLIANCE OFFICERS

SUBJECT: UNITED KINGDOM LIMITED REGISTERED REPRESENTATIVE EXAMINATION - SERIES 17

United Kingdom approved registered representatives wishing to sell securities in the United States must
qualify as registered representatives in the United States. Some member organizations of the New York
Stock Exchange (NYSE) and The Securities Association (TSA) have expressed concern regarding the
duplication of qualification examination requirements. As a result, the NYSE and TSA have developed
examination modules covering subject matter unique to their respective countries, which both have agreed to
accept in lieu of their own examination.

For United Kingdom registered representatives, the Series 17 (Limited Registered Representative
Examination) will contain 90 questions covering securities products, rules and sales practices unique to the
United States. (This special registration will not qualify representatives to sell municipal securities. Persons
wishing to sell municipal securities must take the regular Series 7 or the Series 17 and the Series 52 -
Municipal Securities Representative Examination.)

For United States registered representatives, TSA has determined that registered persons will be able to
satisfy TSA qualification requirement by:1) passing a TSA special modular examination covering subject
matter unique to the United Kingdom; or 2) meeting experience criteria. U.S. Registered Representatives with
three years “relevant experience” gained over the seven years prior to the date of application for registration
will be exempted by TSA from the modular examination requirement. However, member organizations should
consult with TSA to determine their requirements for registration.

Commencing in May of 1991, the Series 17 - Special Registration Examination module will be administered
by the NASD at PLATO centers in the U.S. and NASD test centers overseas.

Applications must be made to the NASD by filing a Form U-4, requesting Series 17 in the box marked “other”,
together with a fingerprint card. The NASD will then schedule the candidate for the examination. Fee for the
Series 17 is $65.00. For further information regarding test applications, you may contact NASD Member
Services Phone Center at 301/590-6500.

A Series 17 Content Outline is available upon request from NYSE Testing and Qualifications.

For further information regarding qualification and registration procedures, contact Juan Vazquez at
212/656-4814 or Carey Gessley at 212/656-3757.

Salvatore Palla nte

Senior Vice President
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Member Firm Regulation

PLEASE ROUTE TO MARGIN, CASHIER, COMPLIANCE,ACCOUNT TRANSFER (412) AND OPERATIONS
DEPARTMENTS

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF OPERATIONS OFFICERS/PARTNERS

SUBJECT: IMPOSITION OF CHARGES FOR CUSTOMER ACCOUNT TRANSFERS

The Exchange has received numerous complaints that a number of member organizations have recently
been imposing charges on the transfer of customer accounts effected under Exchange Rule 412 without
giving adequate advance notice to customers. In keeping with just and equitable principles of trade and as a
matter of fair dealing with customers, members and member organizations should provide customers written
notification at least 30 days prior to the implementation of any account transfer related fee. New customers
should be advised in writing of any such fees at the time their accounts are opened.

Member organizations are also advised that no fees may be charged customers for account transfers
which emanate from circumstances beyond the customer's control (e.g., bulk transfers initiated by the
correspondent or transfers directed by self-regulatory organizations).

With regard to implementation of fees (other than the aforementioned transfer fees) the Exchange believes
that members and member organizations should make it a practice to provide customers with adequate
notice prior to implementation. New customers should be advised of any fees generally, or specifically
associated with their type of accounts, at the time their accounts are opened.

Questions concerning this Information Memo may be directed to Rudolph J. Schreiber at (212)656-5226.

Salvatore Pallante

Senior Vice President
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Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, INTERNAL AUDIT/COMPLIANCE,
LEGAL, ADVERTISING AND RESEARCH DEPARTMENTS

SUBJECT: STOCK ACCUMULATIONS IN ADVANCE OF RESEARCH REPORTS

The Exchange has recently received inquiries from member organizations concerning the proposed practice
of accumulating inventory positions in listed securities in contemplation of the issuance of research reports
recommending those securities.

Illustrative of the proposed practice, a member organization's research department would prepare research
reports recommending certain identified stocks to its customers. Prior to publication of the research report,
the member organization would accumulate such stock for its proprietary account in order to be able to meet
anticipated customer demand. Once the stock accumulation had taken place, the member organization would
issue its recommendation and commence solicitation of orders from its customers for the stock, expecting
to fill customer orders from the member organization's inventory. The price charged customers for the stock
would be based on the member organization's acquisition costs, plus a commission.

Upon close review of such proposed stock accumulation programs, wherein the member organization intends
to purposively acquire a position in a listed security in contemplation of its issuance of a favorable research
report, the Exchange has determined that such conduct would not be in keeping with just and equitable
principles of trade.

Any questions relating to this Information Memo may be directed to Mary Anne Furlong at (212)656-4823 or
Patricia Dorilio at (212)656-2744.

Salvatore Pallante

Senior Vice President
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Market Surveillance

MOC ORDERS LIQUIDATING INDEX STRATEGIES MUST BE IN BY 3 PM SEE PAGES 3 and 4 FOR PROCEDURES

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Procedures for Handling Market-on-Close Ordered on March
15, 1991 (“Expiration Friday”

Members and member organizations are reminded that auxiliary opening and closing procedures for
expiration Friday will be implemented on expiration Friday, March 15, 1991, as indicated below. The SEC has
formally approved the extension of the pilot through October 1991.

The Provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 Points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products, This exemption from Rule 80A applies only on each month's expiration Friday.

1. OPENING PROCEDURES

Several auxiliary procedures are necessary to integrate stock orders relating to expiring contracts into
NYSE's opening procedures in a manner that assures an efficient market opening in each stock as close to
9:30 a.m. as possible. The auxiliary opening procedures applicable on March 15, 1991 are:

1. Order Entry

Stock orders relating to index contracts whose settlement pricing is based upon the March 15, 1991 opening
prices must be received by SuperDot or by the specialist by 9:00 a.m.

- These orders may be cancelled or reduced in size. 1 

- Stock orders relating to index contracts whose settlement pricing is not based upon the March 15 opening
prices may be entered after 9:00 a.m.

To facilitate early order entry, SuperDot (1) will begin accepting orders at 7:30 a.m. and (2) will accept market
orders of 30,099 shares or less.

“Limit-at-the-opening” (“limit OPG”) orders are permitted, including delivery through Exchange systems.

- Ordinary limit orders may also be entered.

2. Order Identification

Stock orders relating to opening-price settling contracts must be identified “OPG.”

- Firms entering these orders through SuperDot, but unable to identify orders as “OPG”, may use a unique
branch code or firm identifier (mnemonic) to identify, these orders. The NYSE Market Surveillance Division
(11 Wall Street, 11th Floor) must be advised of the branch code or identifier by March 18, 1991.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

497

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P91-5%2909013e2c855b2fd8?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


- Firms unable to identify these orders in either way, and firms not using SuperDot, must submit a list of all
these orders and related details to the NYSE Market Surveillance Division by March 18, 1991.

3. Dissemination of Order Imbalances

For any of the pilot stocks (list attached) having a market order imbalance of 50,000 shares or more at
9:00 a.m., the NYSE will disseminate the size of the order imbalance via the low-speed ticker and the news
services as promptly as practicable after 9:00 a.m.

4. Dissemination of Indications

Except for the auxiliary procedures described above, all stocks, including the pilot stocks, are subject to the
regular NYSE opening procedures, including price indications where a substantial price change is anticipated.
Dissemination of an indication is mandatory for an opening which will result in a price change constituting
the lesser of 10% or three points from the prior NYSE close, or five points if the previous close is $100 or
higher, unless the price change is less than one point. Fifteen minutes must elapse between a first indication
and a stock's opening. However, when more than one indication is necessary, a stock may open (1) five
minutes after the last indication when it overlaps the prior indication (e.g., 51 - 53 overlaps 50 - 52, but does
not overlap 53 - 55) and (2) ten minutes after the last indication when it does not overlap the prior indication,
provided that 15 minutes must have elapsed from the dissemination of the first indication.

2. PROCEDURES RELATING TO THE CLOSE

The quarterly, triple-expiration Friday procedures for market-on-close (“MOC”) orders are now used for each
monthly expiration. The Exchange has expanded the scope of applicable MOC orders to those relating to a
strategy involving any stock index futures, stock index options, or options on stock index futures, in the pilot
stocks. These procedures have been filed as a rule with the SEC.

In June 1989, the Exchange changed the cut-off time to 3:00 p.m. for the entry of MOC orders that relate to
a strategy including any stock index futures, stock index options or options on stock index futures in the pilot
stocks. These revised closing procedures will again be implemented with the March 15, 1991 expiration.

1. Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

2. Pilot Stocks

For the purpose of facilitating the publication of any significant order imbalance in one of the pilot stocks (see
attached list), you must as stated above, enter all MOC orders, in positions relating to a strategy involving any
stock index futures, stock index options. or options on stock index futures, by 3:00 p.m. eastern time. It should
be noted that, pursuant to Rule 13, an order for execution at the close may only be entered for execution at-
the-market; “limit-at-the-close” orders are not permitted.

As soon as possible after 3:00 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:00 p.m. in those pilot stocks. Additionally, as soon as possible after
3:30 p.m. the Exchange will again publish on the tape any imbalance of MOC orders of 50,000 shares or
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more that existed at 3:30 p.m. For those pilot stocks that had imbalance notices published at 3:00 p.m. and
there is no imbalance of 50,000 shares or more at 3:30 p.m., the Exchange will publish a “No Imbalance”
message. If a Pilot stock does not have an imbalance message printed at 3:00 p.m., no MOC orders will
be permitted in that stock unless, at 3:30 p.m., due to cancellations, a 50,000 share or more imbalance is
published. If that occurs, MOC orders will be permitted to offset the imbalance published at 3:30 p.m. If a
“No Imbalance” ’ notice is published in a pilot stock at 3:30 p.m., no MOC orders will be permitted. While
MOC orders previously entered may be cancelled or reduced in size, once such publication has been made,
any MOC orders subsequently entered will be accepted only to trade on the opposite side of the market in
relation to such published imbalance. The liquidation of positions relating to a strategy involving any stock
index futures, stock index options, or options on stock index futures using MOC orders entered after 3:00 p.m.
is not permitted, even if such orders might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:30 p.m. may not reflect the imbalance that exists at the close.

These procedures relate only to the pilot stocks. Regular procedures will apply to all other listed securities.

3. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they may be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

4. “G” Orders

Proprietary orders represented pur suant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

5. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a)(2) of the Securities

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

499

http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D11%28a%29%281%29%28G%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE90/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D11%28a%29%281%29%28G%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE97/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D9%28a%29%282%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules. Any questions you may
have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr. David Leibowitz at (212)
656-4588.

Robert J. McSweeney

Senior Vice President

                               

Attachments

                   

3. Expiration Friday Pilot Stocks - March 15, 1991

     ABT                 ABBOTT LABORATORIES

     AXP                 AMERICAN EXPRESS COMPANY

     AHP                 AMERICAN HOME PRODUCTS CORPORATION

     AIG                 AMERICAN INTERNATIONAL GROUP INC.

     T                   AMERICAN TELEPHONE AND TELEGRAPH

     AIT                 AMERITECH

     AN                  AMOCO CORPORATION

     BUD                 ANHEUSER BUSCH COMPANIES INC.

     ARC                 ATLANTIC RICHFIELD COMPANY

     BEL                 BELL ATLANTIC CORPORATION
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     BLS                 BELL SOUTH CORPORATION

     BA                  BOEING COMPANY

     BMY                 BRISTOL MYERS COMPANY

     CHV                 CHEVRON CORPORATION

     KO                  COCA COLA COMPANY

     DOW                 DOW CHEMICAL COMPANY

     DD                  DU PONT COMPANY

     EK                  EASTMAN KODAK COMPANY

     LLY                 ELI LILLY AND COMPANY

     XON                 EXXON CORPORATION

     F                   FORD MOTOR COMPANY

     GE                  GENERAL ELECTRIC COMPANY

     GM                  GENERAL MOTORS CORPORATION

     GTE                 GTE CORPORATION

     IBM                 INTERNATIONAL BUSINESS MACHINES CORP.

     IP                  INTERNATIONAL PAPER COMPANY
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     JNJ                 JOHNSON AND JOHNSON

     K                   KELLOGG COMPANY

     MCD                 MCDONALDS CORPORATION

     MRK                 MERCK AND COMPANY INC.

     MMM                 MINNESOTA MINING AND MANUFACTURING

     MOB                 MOBIL CORPORATION

     NYN                 NYNEX CORPORATION

     PCG                 PACIFIC GAS AND ELECTRIC CO.

     PAC                 PACIFIC TELESIS GROUP

     PEP                 PEPSICO INC.

     PFE                 PFIZER INC.

     MO                  PHILIP MORRIS COS. INC. HOLDING CO.

     PG                  PROCTER AND GAMBLE COMPANY

     RD                  ROYAL DUTCH PETROLEUM COMPANY

     SGP                 SCHERING PLOUGH CORP.

     SLB                 SCHLUMBERGER LTD.
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     S                   SEARS ROEBUCK AND COMPANY

     SBC                 SOUTHWESTERN BELL CORPORATION

     TX                  TEXACO INC.

     UN                  UNILEVER N.V. ADRS

     USW                 U.S. WEST INC.

     X                   USX CORPORATION

     WMT                 WAL MART STORES INC.

     DIS                 WALT DISNEY COMPANY

     WLA                 WARNER-LAMBERT CO.

     WMX                 WASTE MANAGEMENT INC.

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of December 14,
1990, and the 20 Major Market Index stocks.

4. MEMORANDUM

Date: March 11, 1991

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Openings and Market-on-Close (MOC)
Orders

1. Openings

Q. Can “limit at the opening” (“limit OPG”) orders be entered in the stocks that are not among the
stocks included in the pilot?

A. “Limit OPG” orders are now permitted on expiration Friday. Unexecuted “limit OPG” orders are cancelled
after the opening transaction. “Limit-at-the-close” orders are not permitted at any time.

Q. When can specialists obtain an OARS status request?
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A. At any time after 7:30 a.m., in any stock. (Specialists should review OARS inquiry, freeze and opening
procedures to avoid problems.)

Q. Must specialists wait until 9:27 a.m. to start the ITS pre-opening application?

A. No. ITS Pre-Opening notifications may be issued beginning at 9:00 a.m.

Q. Are “G” orders to sell short at the market handled differently at the opening then at the close on
expiration day?

A. Yes, “G” short market orders are covered by two different procedures. At the opening they are handled as
they are on any other day. “G” short market orders must yield to all public limit orders at the lowest valid short
tick. At any higher price the “G” shorts need not yield. At the close, “G” market shorts must yield to all limit
orders at the sale price, even if that price is higher than the first valid short tick.

Q. How should specialists and Floor Officials handle requests to “hold the opening” in the pilot
stocks?

A. The Exchange has added auxiliary and early procedures with the express purpose of providing a prompt
opening in all stocks, not just the 50 pilot stocks. Brokers should be told to have their opening interest
represented by 9:30 a.m., and assuming adequate pricing information re: substantial disparity from the close,
all stocks should be opened as quickly after 9:30 as possible.

2. MOC Orders

Q. How do you determine the price at which to print the “stopped stock”?

A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

Q. If there was no MOC imbalance of 50,000 or more shares in a pilot stock at 3 p.m., but due to
MOC order cancellations, an imbalance of 50,000 or more shares exists at 3:30 p.m., should it be
disseminated?

A. Yes. Subsequently, contra side MOC orders may be entered.

Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

A. When calculating the MOC imbalance,, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

1. Example #1 200,000 buy MOC

50,000 sell MOC

50,000 sell plus MOC

25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000 - S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “‘minus” would
not be counted.

2. Example #2 100,000 sell MOC

50,000 buy MOC

25,000 buy minus MOC
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25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000 - B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

Q. How are buy “minus” /sell “plus” Market-on-Close orders handled?

Example: Market 20 1/4- 1/2 - last sale 20 3/8

A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus order would
go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the other hand, if the
20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus order would go ahead of
the 20 1/2 limit sell orders on the book because it should be treated like a market order. Similarly, a market-
on-close buy minus order would be treated as a limit order if the last sale was on a “plus” or “zero plus”, going
behind any buy orders limited at 20 1/4. If the last sale was on a “minus” or “zero minus” tick, the market-on-
close buy minus order would be treated as a market order and executed ahead of 20 1/4 limit buy orders on
the book.

Q. Are limit at-the-close or MOC “short” at-the-close orders permitted?

A. Limit at-the-close orders, where a specific price is indicated, are not allowed. Firms may enter “short” MOC
orders.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 91-6
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March 8, 1991

  

Member Firm Regulation

 TO: All Members and Member Organizations

ATTENTION: Registration, Human Resources, Legal and Compliance Departments

SUBJECT: Amendments To The Definition of “Statutory Disqualification”

As a result of the passage of the International Securities Enforcement Cooperation Act of 1990, the definition
of the term “statutory disqualification” in Section 3(a)(39) of the Securities Exchange Act of 1934 (the “Act”)
has been expanded.

The definition now includes not only those convictions specifically enumerated in Section 15(b)(4) of the Act,
but also any felony conviction, as well as substantially equivalent foreign offenses or foreign activity which
would have been punishable had such conduct occurred domestically. Copies of Sections 3(a)(39) and 15(b)
(4), as amended, are attached.

Exchange Rule 346(f) requires approval from the Exchange for the association (of a member, member
organization, allied member, approved person, employee or any other person in any control relationship
with the member or member organization) with any person who is subject to a “statutory disqualification”, as
defined in the Act. (See also Rule 304(h) regarding requirements as to “approved persons”.)

Generally speaking, Rule 19h-1 under the Act requires the Exchange to notify and obtain approval from the
Securities and Exchange Commission for the association with a member or member organization of any
person who is subject to a statutory disqualification.

Consequently, the Exchange is requiring all members and member organizations to review their records to
ascertain if any currently associated persons are now statutorily disqualified as a result of these amendments.
This requirement will be of a continuing nature. (Please note that Form U-4 presently incorporates the “any
felony” standard and will be amended to reflect the foreign offenses and foreign activity categories.)

In order for the Exchange to fulfill its duties under these provisions, the Exchange will require every
member and member organization to identify to the Exchange each such person subject to a “statutory
disqualification”, together with the following information:

•the name and social security number (or I.D. number) of the person;

•copies of documents relating to the statutory disqualification, e.g., copies of the Complaint,Indictment,
Information, Final Order, Judgment,Injunction, etc.;

•a description of such person's job duties (for non-registered individuals, this should include a statement as
to whether the position allows access to books,records, funds or securities) or the nature of the person's
association with the member or member organization;

•where appropriate, confirmation of bond ability coverage under the organization's blanket bond.

After review of the documentation provided, the Exchange will process the information and advise the
organization if any further information is necessary and will be available to discuss any individual situation
on a case by case basis. Absent Exchange concurrence, disassociation from the member or member
organization may be required.
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These materials are to be submitted to the Exchange by April 30, 1991 and directed to the attention of Peggy
L. Germino, Supervisor, Qualifications and Registrations, 20 Broad S treet, New York, New York 10005. If
there are any questions, please call (212) 656-8450.

Salvatore Pallante

Senior Vice President

1. SEC Control-Securities Exchange Act of 1934

1. [Statutory Disqualification]

(39) A person is subject to a “statutory disqualification” with respect to membership or participation in, or
association with a member of, a self-regulatory organization, if such person -

(A) has been and is expelled or suspended from membership or participation in, or barred or suspended from
being associated with a member of, any self-regulatory organization, foreign equivalent of a self-regulatory
organization, foreign or international securities exchange, contract market designated pursuant to section 5
of the commodity Exchange Act (7 U.S.C.7), or any, substantially equivalent foreign statute or regulation or
futures associates registered under section 17 of such Act (7 U.S.C. 21), or any substantially foreign statute
or regulation or has been and is denied trading privileges on any such contract market or foreign equivalent;

(B) is subject to -

(i) an order to the Commission, other appropriate regulatory agency, or foreign financial regulatory authority -

(I) denying, suspending for a period not exceeding 12 months, or revoking his registration as a broker, dealer,
municipal securities dealer, government securities broker, or government securities dealer or limiting his
activities as a foreign person performing a function substantially equivalent to any of the above; or

(II) barring or suspending for a period not exceeding 12 months his being associated with a broker, dealer,
municipal securities dealer, government securities broker, government securities dealer, or foreign person
performing a function substantially equivalent to any of the above;

(ii) an order of the Commodity Futures Trading Commission denying, suspending, or revoking his registration
under the Commodity Exchange Act (7 U.S.C. 1 et seq.); or

(iii) an order by a foreign financial regulatory authority denying, suspending, or revoking the person's authority
to engage in transactions in contracts of sale of a commodity for future delivery or other instruments traded on
or subject to the rules of a contract market, board of trade, or foreign equivalent thereof,

(C) by his conduct while associated with a broker, dealer, municipal securities dealer, government securities
broker, or government securities dealer, or while associated with an entity or person required to be registered
under the Commodity Exchange Act, has been found to be a cause of any effective suspension, expulsion,
or order of the character described in subparagraph (A) or (B) of this paragraph, and in entering such a
suspension, expulsion, or order, the Commission, an appropriate regulatory agency, or any such self-
regulatory organization shall have jurisdiction to find whether or not any person was a cause thereof;

(D) by his conduct while associated with any broker, dealer, municipal securities dealer, government
securities broker, government securities dealer, or any other entity engaged in transactions in securities,
or while associated with an entity engaged in transactions in contracts of sale of a commodity for future
delivery or other instruments traded on or subject to the rules of a contract market, board of trade, or foreign
equivalent thereof, has been found to be a cause of any effective suspension, expulsion, or order by a
foreign or international securities exchange or foreign financial regulatory authority empowered by a foreign
government to administer or enforce its laws relating to financial transactions as described in subparagraphs
(A) or (B) of this paragraph,

(E) has associated with him any person who is known, or in the exercise of reasonable care should be known,
to him to be a person described by subparagraph (A), (B), (C), or (D) of this paragraph; or
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*(F) has committed or omitted any act enumerated in subparagraph (D), (E), or (G) of paragraph (4) or any
other felony of section 15(b) of this title, has been convicted of any offense specified in subparagraph (B) of
such paragraph (4) within ten years of the date of the filing of an application for membership or participation
in, or to become associated with a member of, such self-regulatory organization, is enjoined from any action,
conduct, or practice specified in subparagraph (C) of such paragraph (4), has willfully made or caused to be
made in any application for membership or participation in, or to become associated with a member of, a self-
regulatory organization, report required to be filed with a self-regulatory organization, or proceeding before a
self-regulatory organization, any statement which was at the time, and in the light of the circumstances under
which it was made, false or misleading with respect to any material fact, or has omitted to state in any such
application, report, or proceeding any material fact which is required to be stated therein.

*Note: Paragraph (F) is incorrect and should read as follows: “(F) has committed or omitted any act
enumerated in subparagraph (D), (E), or (G) of paragraph (4), has been convicted of any offense specified in
subparagraph (B) of such paragraph (4), or any other felony, within ten years …”

2. [Violations by Registered Brokers and Dealers]

Sec. 15.

(b)

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

3. [Sanctions Against Broker or Dealer]

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

(A) has willfully made or caused to be made in any application for registration or report required to be filed
with the Commission or with any other appropriate regulatory agency under this title, or in any proceeding
before the Commission with respect to registration, any statement which was at the time and in the light of the
circumstances under which it was made false or misleading with respect to any material fact, or has omitted
to state in any such application or report any material fact which is required to be stated therein.

(B) has been convicted within ten years preceding the filing of any application for registration or at any time
thereafter of any felony or misdemeanor or of a substantially equivalent crime by a foreign court of competent
jurisdiction which the Commission finds -

(i) involves the purchase or sale of any security, the taking of a false oath, the making of a false report,
bribery, perjury, burglary, any substantially equivalent activity however denominated by the laws of the
relevant foreign government or conspiracy to commit any such offense;

(ii) arises out of the conduct of the business of a broker, dealer, municipal securities dealer, government
securities broker, government securities dealer, investment adviser, bank, insurance company, fiduciary,
transfer agent, foreign person performing a function substantially equivalent to any of the above or entity or
person required to be registered under the Commodity Exchange Act (7 U.S.C. 1 et seq.) or any substantially
equivalent foreign statute or regulation;
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(iii) involves the larceny, theft, robbery, extortion, forgery, counterfeiting, fraudulent concealment,
embezzlement, fraudulent conversion, or misappropriation of funds, or securities, or substantially equivalent
activity however denominated by the laws of the relevant foreign government;

(iv) involves the violation of section 152, 1341, 1342, or 1343 or chapter 25 or 47 of title 18, United States
Code, or a violation of a substantially equivalent foreign statute.

(C) is permanently or temporarily enjoined by order, judgment, or decree of any court of competent
jurisdiction from acting as an investment adviser, underwriter, broker, dealer, municipal securities dealer,
government securities broker, government securities dealer, transfer agent, foreign person performing
a function substantially equivalent foreign statute or entity or person required to be registered under the
Commodity Exchange Act, or any substantially equivalent foreign statute or regulation or as an affiliated
person or employee of any investment company, bank, insurance company, foreign entity substantially
equivalent to any of the above or entity or person required to be registered under the Commodity Exchange
Act, or any substantially equivalent foreign statute or regulation or from engaging in or continuing any conduct
or practice in connection with any such activity, or in connection with the purchase or sale of any security.

(D) has willfully violated any provision of the Securities Act of 1933, the Investment Advisers Act of 1940, the
Investment Company Act of 1940, the Commodity Exchange Act, this title, the rules or regulations under any
of such statutes, or the rules of the Municipal Securities Rulemaking Board, or is unable to comply with any
such provision.

(E) has willfully aided, abetted, counseled, commanded, induced, or procured the violation by any person of
any provision of the Securities Act of 1933, the Investment Advisers Act of 1940, the Investment Company
Act of 1940, the Commodity Exchange Act, this title, the rules or regulations under any of such statutes, or
the rules of the Municipal Securities Rulemaking Board, or has failed reasonably to supervise, with a view to
preventing violations of the provisions of such statutes, rules, and regulations, another person who commits
such a violation, if such other person is subject to his supervision. For the purposes of this subparagraph (E)
no person shall be deemed to have failed reasonably to supervise any other person, if -

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

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

(F) is subject to an order of the Commission entered pursuant to paragraph (6) of this subsection (b) barring
or suspending the right of such person to be associated with a broker or dealer.

(G) has been found a foreign financial regulatory authority to have -

(i) made or caused to made in any application for registration or report required to be filed with a foreign
financial regulatory authority, or in any proceeding before a foreign financial regulatory authority with respect
to registration, any statement that was at the time and in the light of the circumstances under which it was
made false or misleading with respect to any material fact, or has omitted to state in any application or report
to the foreign financial regulatory authority any material fact that is required to be stated therein;

(ii) violated any foreign statute or regulation regarding transactions in securities, or contracts of sale of a
commodity for future delivery, traded on or subject to the rules of a contract market or any board of trade;

(iii) aided, abetted, counseled, commanded, induced, or procured the violation by any person of any provision
of any statutory provisions enacted by a foreign government, or rules or regulations thereunder, empowering
a foreign financial regulatory authority regarding transactions in securities, or contracts of sale of a commodity
for future delivery, traded on or subject to the rules of a contract market or any board of trade, or has been
found, by a foreign financial regulatory authority, to have failed reasonably to supervise, with a view to
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preventing violations of such statutory provisions, rules, and regulations, another person who commits such a
violation, if such other person is subject to his supervision.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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February 8, 1991

  

Market Surveillance

MOC ORDERS LIQUIDATING INDEX STRATEGIES MUST BE IN BY 3 PM SEE PAGES 1 and 2 FOR PROCEDURES

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Procedures for Handling Market-on-Close Orders on February 15, 1991 (“Expiration Friday”)

Members and member organizations are reminded that the closing procedures for expiration Friday will again
be implemented on expiration Friday, February 15, 1991, as indicated below. The SEC has formally approved
the extension of the pilot through October 1991.

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 Points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on each month's expiration Friday,

1. PROCEDURES RELATING TO THE CLOSE

The quarterly, triple-expiration Friday procedures for market-on-close (“MOC”) orders are now used for each
monthly expiration. The Exchange has expanded the scope of applicable MOC orders to those relating to a
strategy involving any stock index futures, stock index options, or options on stock index futures, in the pilot
stocks. These procedures have been filed as a rule with the SEC.

In June 1989, the Exchange changed the cut-off time to 3:00 p.m. for the entry of MOC orders that relate to
a strategy including any stock index futures, stock index options or options on stock index futures in the pilot
stocks. These revised closing procedures will again be implemented with the February 15, 1991 expiration.

1. Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible”. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

2. Pilot Stocks

For the purpose of facilitating the publication of any significant order imbalance in one of the pilot stocks. (see
attached list), you must as stated above, enter all MOC orders, in positions relating to a strategy involving any
stock index futures, stock index options, or options on stock index futures, by 3:00 p.m. eastern time. It should
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be noted that, pursuant to Rule 13, an order for execution at the close may only be entered for execution at-
the-market; “limit-at-the-close” orders are not permitted.

As soon as possible after 3:00 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:00 p.m. in those pilot stocks. Additionally, as soon as possible after
3:30 p.m. the Exchange will again publish on the tape any imbalance of MOC orders of 50,000 shares or
more that existed at 3:30 p.m. For those pilot stocks that had imbalance notices published at 3:00 p.m. and
there is no imbalance of 50,000 shares or more at 3:30 p.m., the Exchange will publish a “No Imbalance”
message. If a pilot stock does not have an imbalance message printed at 3:00 p.m., no MOC orders will
be permitted in that stock unless, at 3:30 p.m., due to cancellations, a 50,000 share or more imbalance is
published. If that occurs, MOC orders will be permitted to offset the imbalance published at 3:30 p.m. If a
“No Imbalance” notice is published in a pilot stock at 3:30 p.m. no MOC orders will be permitted. While MOC
orders previously entered may be cancelled or reduced in size, once such publication has been made, any
MOC orders subsequently entered will be accepted only to trade on the opposite side of the market in relation
to such published imbalance. The liquidation of positions relating to a strategy involving any stock index
futures, stock index options, or options on stock index futures using MOC orders entered after 3:00 p.m. is not
permitted, even if such orders might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:30 p.m. may not reflect the imbalance that exists at the close.

These procedures relate only to the pilot stocks. Regular procedures will apply to all other listed securities.

3. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they may be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

4. “G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

5. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
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the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a)(2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
David Leibowitz at (212) 656-4588.

Robert J. McSweeney

Senior Vice President

                               

Attachments

                   

2. Expiration Friday Pilot Stocks - February 15, 1991

     ABT                 ABBOTT LABORATORIES

     AXP                 AMERICAN EXPRESS COMPANY

     AHP                 AMERICAN HOME PRODUCTS CORPORATION

     AIG                 AMERICAN INTERNATIONAL GROUP INC.

     T                   AMERICAN TELEPHONE AND TELEGRAPH

     AIT                 AMERITECH

     AN                  AMOCO CORPORATION

     BUD                 ANHEUSER BUSCH COMPANIES INC.
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     ARC                 ATLANTIC RICHFIELD COMPANY

     BEL                 BELL ATLANTIC CORPORATION

     BLS                 BELL SOUTH CORPORATION

     BA                  BOEING COMPANY

     BMY                 BRISTOL MYERS COMPANY

     CHV                 CHEVRON CORPORATION

     KO                  COCA COLA COMPANY

     DOW                 DOW CHEMICAL COMPANY

     DD                  DU PONT COMPANY

     EK                  EASTMAN KODAK COMPANY

     LLY                 ELI LILLY AND COMPANY

     XON                 EXXON CORPORATION

     F                   FORD MOTOR COMPANY

     GE                  GENERAL ELECTRIC COMPANY

     GM                  GENERAL MOTORS CORPORATION

     GTE                 GTE CORPORATION
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     IBM                 INTERNATIONAL BUSINESS MACHINES CORP.

     IP                  INTERNATIONAL PAPER COMPANY

     JNJ                 JOHNSON AND JOHNSON

     K                   KELLOGG COMPANY

     MCD                 MCDONALDS CORPORATION

     MRK                 MERCK AND COMPANY INC.

     MMM                 MINNESOTA MINING AND MANUFACTURING

     MOB                 MOBIL CORPORATION

     NYN                 NYNEX CORPORATION

     PCG                 PACIFIC GAS AND ELECTRIC CO.

     PAC                 PACIFIC TELESIS GROUP

     PEP                 PEPSICO INC.

     PFE                 PFIZER INC.

     MO                  PHILIP MORRIS COS. INC. HOLDING CO.

     PG                  PROCTER AND GAMBLE COMPANY

     RD                  ROYAL DUTCH PETROLEUM COMPANY
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     SGP                 SCHERING PLOUGH CORP.

     SLB                 SCHLUMBERGER LTD.

     S                   SEARS ROEBUCK AND COMPANY

     SBC                 SOUTHWESTERN BELL CORPORATION

     TX                  TEXACO INC.

     UN                  UNILEVER N.V. ADRS

     USW                 U.S. WEST INC.

     X                   USX CORPORATION

     WMT                 WAL MART STORES INC.

     DIS                 WALT DISNEY COMPANY

     WLA                 WARNER-LAMBERT CO.

     WMX                 WASTE MANAGEMENT INC.

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of December 14,
1990, and the 20 Major Market Index stocks.

3. MEMORANDUM

Date: February 11, 1991

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) Orders

1. MOC Orders
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A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

Q. If there was no MOC imbalance of 50,000 or more shares in a pilot stock at 3 p.m., but due to
MOC order cancellations, an imbalance of 50,000 or more stares exists at 3:30 p.m., should it be
disseminated?

A. Yes. Subsequently, contra side MOC orders may be entered.

Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

1. Example #1 200,000 buy MOC

50,000 sell MOC

50,000 sell plus MOC

25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000 - S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

2. Example #2 100,000 sell MOC

50,000 buy MOC

25,000 buy minus MOC

25,0 00 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000 - B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4- 1/2 - last sale 20 3/8

A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus order would
go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the other hand, if the
20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus order would go ahead of
the 20 1/2 limit sell orders on the book - because it should be treated like a market order. Similarly, a market-
on-close buy minus order would be treated as a limit order if the last sale was on a “plus” or “zero plus”.going
behind any buy orders limited at 20 1/4. If the last sale was on a “minus” or “zero minus” tick, the market-on-
close buy minus order would be treated as a market order and executed ahead of 20 1/4 limit buy orders on
the book.

Q. Are limit at-the-close or MOC “short” at-the-close orders permitted?

A. Limit at-the-close orders, where a specific price is indicated, are not allowed. Firms may enter “short” MOC
orders.
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February 6, 1991

  

Market Surveillance

 TO: All Members and Member Organizations

SUBJECT: Manpower International Inc./Manpower PLC

The Panel on Takeovers and Mergers (London) has requested that the Exchange distribute the attached
notice regarding U.K. disclosure requirements arising from the proposed offer for Manpower PLC by
Manpower, Inc.

Robert J. McSweeney

Senior Vice President

Attachment

1. THE TAKEOVER PANEL

4 February 1991

1. MANPOWER INTERNATIONAL INC/MANPOWER PLC

The Panel on Takeovers and Mergers, London, England, would like to draw US broker-dealers attention
to the UK disclosure requirements arising out of the propose offer for Manpower Plc by Manpower Inc
announced on 22 January 1991. These requirements are contained in Rule 8 of the UK's City Code on
Takeovers and mergers, copies of which can be obtained from the Panel and will apply until further notice.

Rule 8 requires the parties to the offer and their associates, including their directors and their bankers,
professional advisers and affiliates of any of them to disclose all dealing in the stock of Manpower Inc or
Manpower Plc, including dealing for discretionary and non-discretionary clients. Any other person who either
before or as a result of a stock transaction owns or controls (directly or indirectly) 1% or more of the stock of
any class of either company is also required to disclose all dealings.

It should be noted that disclosure of dealings for non-discretionary clients are not public.

Disclosure must be made on an appropriate form available from the Panel before 12 noon London time on
the day following that on which the dealing was effected. These disclosures must be sent to the Company
Announcements Office of the International Stock Exchange, London (facsimile No. London 071 588 6057).

We request that US broker-dealers advise their share holders trading in Manpower Inc or Manpower Plc that
they may be affected by these requirements and, if they are in any doubt as to their application, to consult the
Takeover Panel in London.

Further information is available from Reg Dobson at the Panel (telephone no. London 071 382 9026,
Facsimile London 071 638 1554).
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January 11, 1991

  

Market Surveillance

MOC ORDERS LIQUIDATING INDEX STRATEGIES MUST BE IN BY 3 PM SEE PAGES 1 and 2 FOR PROCEDURES

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Procedures for Handling Market-on-Close Orders on January 18, 1991 (“Expiration Friday”)

Members and member organizations are reminded that the closing procedures for expiration Friday will again
be implemented on expiration Friday, January 18, 1991, as indicated below. The SEC has formally approved
the extension of the pilot through October 1991.

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on each month's expiration Friday.

1. PROCEDURES RELATING TO THE CLOSE

The quarterly, triple-expiration Friday procedures for market-on-close (“MOC”) orders are now used for each
monthly expiration. The Exchange has expanded the scope of applicable MOC orders to those relating to a
strategy involving any stock index futures, stock index options, or options on stock index futures, in the pilot
stocks. These procedures have been filed as a rule with the SEC.

In June 1989, the Exchange changed the cut-off time to 3:00 or the entry of MOC orders that relate to a
strategy including an stock index futures, stock index options or options on stock index futures in the pilot
stocks. These revised closing procedures will again be implemented with the January 18, 1991 expiration.

1. Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

2. Pilot Stocks

For the purpose of facilitating the publication of any significant order imbalance in one of the pilot stocks (see
attached list), you must as stated above, enter all MOC orders, in positions relate to a strategy involving any
stock index futures, stock index options. or options on stock index futures, by 3:00 p.m. eastern time. It should
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be noted that, pursuant to Rule 13, an order for execution at the close may only be entered for execution at-
the-market; “limit-at-the-close” orders are not permitted.

As soon as possible after 3:00 p.m., the Exchange will publish on the tape any imbalance of MOC orders
of 50,000 shares or more that existed at 3:00 p.m. in those pilot stocks. Additionally, as soon as possible
after 3:30 p.m. the Exchange will again publish on the tape any imbalance of MOC orders of 50,000 shares
or more that existed at 3:30 p.m. those pilot storks that had imbalance notices published at 3:00 p.m. and
there is no imbalance of 50 000 shares or more at 3:30 p.m., the Exchange will publish a “No Imbalance”
message. If a pilot stock does not have an imbalance message printed at 3:00 p.m., no MOC orders will
be permitted in that stock unless, at 3:30 p.m., due to cancellations, a 50,000 share or more imbalance is
published hat occurs, MOC orders will be permitted to offset the imbalance published at 3:30 p.m. If a “No
Imbalance” notice published in a pilot stock at 3:30 p.m., no MOC orders will be permitted. While MOC orders
previously entered may be cancelled or reduced in size, once such publication has been made, any MOC
orders subsequently entered will be accepted only to trade on the opposite side of the market in relation to
such published imbalance. The liquidation of positions relating to a strategy involving any stock index futures,
stock index options on stock index futures using MOC orders entered after 3:00 p.m. is not permitted, even if
such orders might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:30 p.m. may not reflect the imbalance that exists at the close.

These procedures relate only to the pilot stocks. Regular procedures will apply to all other listed securities.

3. Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they may be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

4. “G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

5. Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
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the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a)(2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
David Leibowitz at (212) 656-4588.

Robert J. McSweeney

Senior Vice President

                               

Attachments

                   

2. Expiration Friday Pilot Stocks - January 18, 1991

     ABT                 ABBOTT LABORATORIES

     AXP                 AMERICAN EXPRESS COMPANY

     AHP                 AMERICAN HOME PRODUCTS CORPORATION

     AIG                 AMERICAN INTERNATIONAL GROUP INC.

     T                   AMERICAN TELEPHONE AND TELEGRAPH

     AIT                 AMERITECH

     AN                  AMOCO CORPORATION

     BUD                 ANHEUSER BUSCH COMPANIES INC.
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     ARC                 ATLANTIC RICHFIELD COMPANY

     BEL                 BELL ATLANTIC CORPORATION

     BLS                 BELL SOUTH CORPORATION

     BA                  BOEING COMPANY

     BMY                 BRISTOL MYERS COMPANY

     CHV                 CHEVRON CORPORATION

     KO                  COCA COLA COMPANY

     DOW                 DOW CHEMICAL COMPANY

     DD                  DU PONT COMPANY

     EK                  EASTMAN KODAK COMPANY

     LLY                 ELI LILLY AND COMPANY

     XON                 EXXON CORPORATION

     F                   FORD MOTOR COMPANY

     GE                  GENERAL ELECTRIC COMPANY

     GM                  GENERAL MOTORS CORPORATION

     GTE                 GTE CORPORATION
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     IBM                 INTERNATIONAL BUSINESS MACHINES CORP.

     IP                  INTERNATIONAL PAPER COMPANY

     JNJ                 JOHNSON AND JOHNSON

     *K                  KELLOGG COMPANY

     MCD                 MCDONALDS CORPORATION

     MRK                 MERCK AND COMPANY INC.

     MMM                 MINNESOTA MINING AND MANUFACTURING

     MOB                 MOBIL CORPORATION

     NYN                 NYNEX CORPORATION

     PCG                 PACIFIC GAS AND ELECTRIC CO.

     PAC                 PACIFIC TELESIS GROUP

     PEP                 PEPSICO INC.

     PFE                 PFIZER INC.

     MO                  PHILIP MORRIS COS. INC. HOLDING CO.

     PG                  PROCTER AND GAMBLE COMPANY

     RD                  ROYAL DUTCH PETROLEUM COMPANY
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     SGP                 SCHERING PLOUGH CORP.

     SLB                 SCHLUMBERGER LTD.

     S                   SEARS ROEBUCK AND COMPANY

     SBC                 SOUTHWESTERN BELL CORPORATION

     TX                  TEXACO INC.

     UN                  UNILEVER N.V. ADRS

     USW                 U.S. WEST INC.

     X                   USX CORPORATION

     WMT                 WAL MART STORES INC.

     DIS                 WALT DISNEY COMPANY

     WLA                 WARNER-LAMBERT CO.

     WMX                 WASTE MANAGEMENT INC.

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of December 14,
1990, and the 20 Major Market Index stocks. The indicated (*) stock has been added to the list.

3. MEMORANDUM

Date: January 9, 1991

TO: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) Orders

1. MOC Orders

Q. How do you determine the price at which to print the “stopped stock”?.
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A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

Q. If there was no MOC imbalance of 50,000 or more shares in a pilot stock at 3 p.m., but due to
MOC order cancellations, an imbalance of 50,000 or more shares exists at 3:30 p.m., should it be
disseminated?

A. Yes. Subsequently, contra side MOC orders may be entered.

Q. How should buy “minus” /sell “Plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

A. When calculating the MOC imbalance, buy “minus” ’/sell “plus” orders should be considered,in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

1. Example #1 200,000 buy MOC

50,000 sell MOC

50,000 sell plus MOC

25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000 - S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

2. Example #2 100,000 sell MOC

50,000 buy MOC

25,000 buy minus MOC

25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000 - B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4- 1/2 - last sale 20 3/8

A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus order would
go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the other hand, if the
20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus order would go ahead of
the 20 1/2 limit sell orders on the book because it should be treated like a market order. Similarly, a market-
on-close buy minus order would be treated as a limit order if the last sale was on a “plus” or “zero plus”, going
behind any buy orders limited at 20 1/4. If the last sale was on a “minus” or “zero minus” tick, the market-on-
close buy minus order would be treated as a market order and executed ahead of 20 1/4 limit buy orders on
the book.

Q. Are limit at-the-close or MOC “short” at-the-close orders permitted?

A. Limit at-the-close orders, where a specific price is indicated, are not allowed. Firms may enter “short” MOC
orders.

Copyright 2019, NYSE Group, Inc. All rights reserved.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

526

http://researchhelp.cch.com/License_Agreement.htm


The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 91-1

Click to open document in a browser

January 3, 1991

  

Member Firm Regulation

PLEASE ROUTE TO HEAD OF OPERATIONS AND HEAD OF TRADING

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: Members and Managing Partners/Chief Executive Officers of Each Member Organization

SUBJECT: Customer Transmission of Orders to SuperDOT via Member Firm Systems

Members and member organizations are reminded that while their order processing systems may receive
orders electronically from customers and then re-transmit those orders to the NYSE's SuperDot systems
there are various conditions that must first be met.

Information Memo number 89-69 dated January 25, 1989, highlights applicable regulatory requirements and
contains a sample agreement to be submitted to the Exchange by the member organization acknowledging
its responsibility for orders sent to the NYSE. A copy of that Information Memo is attached.

Salvatore Pallante

Senior Vice President

Attachment

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 90-52

Click to open document in a browser

December 14, 1990

  

Market Surveillance

MOC ORDERS LIQUIDATING INDEX STRATEGIES MUST BE IN BY 3 PM SEE PAGES 3 and 4 FOR PROCEDURES

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Procedures for Handling Market-on-Close Orders on
December 21, 1990 (“Expiration Friday”)

Members and member organizations are reminded that auxiliary opening and closing procedures for
expiration Friday will be implemented on expiration Friday, December 21, 1990, as indicated below. The SEC
has formally approved the extension of the pilot through October 1991.

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on each month's expiration Friday.

OPENING PROCEDURES

Several auxiliary procedures are necessary to integrate stock orders relating to expiring contracts into
NYSE's opening procedures in a manner that assures an efficient market opening in each stock as close to
9:30 a.m. as possible. The auxiliary opening procedures applicable on December 21, 1990 are:

Order Entry

BASED ON RECENT EXPERIENCE, SUPERDOT WILL BEGIN ACCEPTING ORDERS AT THE NORMAL 8:00 A.M.
TIME RATHER THAN 7:30 A.M.

Stock orders relating to index contracts whose settlement pricing is based upon the December 21, 1990
opening prices must be received by SuperDot or by the specialist by 9:00 a.m.

- These orders may be cancelled or reduced in size. 1 

- Stock orders relating to index contracts whose settlement pricing is not based upon the December 21
opening prices may be entered after 9:00 a.m.

“Limit-at-the-opening” (“limit OPG”) orders are permitted, including delivery through Exchange systems.

- Ordinary limit orders may also be entered.

Order Identification

Stock orders relating to opening-price settling contracts must be identified “OPG.”

- Firms entering these orders through SuperDot, but unable to identify orders as “OPG”, may use a unique
branch code or firm identifier (mnemonic) to identify these orders. The NYSE Market Surveillance Division (11
Wall Street, 11th Floor) must be advised of the branch code or identifier by December 24, 1990.
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- Firms unable to identify these orders in either way, and firms not using SuperDot, must submit a list of all
these orders and related details to the NYSE Market Surveillance Division by December 24, 1990.

Dissemination of Order Imbalances

For any of the pilot stocks (list attached) having a market order imbalance of 50,000 shares or more at
9:00 a.m., the NYSE will disseminate the size of the order imbalance via the low-speed ticker and the news
services as promptly as practicable after 9:00 a.m.

Dissemination of Indications

Except for the auxiliary procedures described above, all stocks,. including the pilot stocks, are subject to the
regular NYSE opening procedures, including price indications where a substantial price change is anticipated.
Dissemination of an indication is mandatory for an opening which will result in a price change constituting
the lesser of 10% or three points from the prior NYSE close, or five points if the previous close is $100 or
higher, unless the price change is less than one point. Fifteen minutes must elapse between a first indication
and a stock's opening. However, when more than one indication is necessary, a stock may open (1) five
minutes after the last indication when it overlaps the prior indication (e.g., 51 - 53 overlaps 50 - 52, but does
not overlap 53 - 55) and (2) ten minutes after the last indication when it does not overlap the prior indication,
provided that 15 minutes must have elapsed from the dissemination of the first indication.

PROCEDURES RELATING TO THE CLOSE

The quarterly, triple-expiration Friday procedures for market-on-close (“MOC”) orders are now used for each
monthly expiration. The Exchange has expanded the scope of applicable MOC orders to those relating to a
strategy involving any stock index futures, stock index options, or options on stock index futures, in the pilot
stocks. These procedures have been filed as a rule with the SEC.

In June 1989, the Exchange changed the cut-off time to 3:00 p.m. for the entry of MOC orders that relate to
a strategy including any stock index futures, stock index options or options on stock index futures in the pilot
stocks. These revised closing procedures will again be implemented with the December 21, 1990 expiration.

Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

Pilot Stocks

For the purpose of facilitating the publication of any significant order imbalance in one of the pilot stocks (see
attached list), you must as stated above, enter all MOC orders, in positions relating to a strategy involving any
stock index futures, stock index options, or options on stock index futures, by 3:00 p.m. eastern time. It should
be noted that, pursuant to Rule 13, an order for execution at the close may only be entered for execution at-
the-market; “limit-at-the-close” orders are not permitted.

As soon as possible after 3:00 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:00 p.m. in those pilot stocks. Additionally, as soon as possible after
3:30 p.m. the Exchange will again publish on the tape any imbalance of MOC orders of 50,000 shares or
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more that existed at 3:30 p.m. For those pilot stocks that had imbalance notices published at 3:00 p.m. and
there is no imbalance of 50,000 shares or more at 3:30 p.m., the Exchange will publish a “No Imbalance”
message. If a pilot stock does not have an imbalance message printed at 3:00 p.m., no MOC orders will
be permitted in that stock unless, at 3:30 p.m., due to cancellations, a 50,000 share or more imbalance is
published. If that occurs, MOC orders will be permitted to offset the imbalance published at 3:30 p.m. If a “No
Imbalance” notice is published in a pilot stock at 3:30 p.m., no MOC orders will be permitted. While MOC
orders previously entered may be cancelled or reduced in size, once such publication has been made, any
MOC orders subsequently entered will be accepted only to trade on the opposite side of the market in relation
to such published imbalance. The liquidation of positions relating to a strategy involving any stock index
futures, stock index options, or options on stock index futures using MOC orders entered after 3:00 p.m., is
not permitted, even if such orders might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:30 p.m. may not reflect the imbalance that exists at the close.

These procedures relate only to the pilot stocks. Regular procedures will apply to all other listed securities.

Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they may be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.” This printing at the close procedure has been extended to a daily procedure as of August 3, 1990.

“G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

531

http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D11%28a%29%281%29%28G%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE90/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D11%28a%29%281%29%28G%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE97/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


New York Stock Exchange regulations should be addressed, such as SEC Section 9(a)(2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
David Leibowitz at (212) 656-4588.

Robert J. McSweeney

Senior Vice President

                                     

Attachments

               

Expiration Friday Pilot Stocks - December 21, 1990

ABT               ABBOTT LABORATORIES

AXP               AMERICAN EXPRESS COMPANY

AHP               AMERICAN HOME PRODUCTS CORPORATION

AIG               AMERICAN INTERNATIONAL GROUP INC.

T                 AMERICAN TELEPHONE AND TELEGRAPH

AIT               AMERITECH

AN                AMOCO CORPORATION

BUD               ANHEUSER BUSCH COMPANIES INC.

ARC               ATLANTIC RICHFIELD COMPANY

BEL               BELL ATLANTIC CORPORATION
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BLS               BELL SOUTH CORPORATION

BA                BOEING COMPANY

BMY               BRISTOL MYERS COMPANY

CHV               CHEVRON CORPORATION

KO                COCA COLA COMPANY

DOW               DOW CHEMICAL COMPANY

DD                DU PONT COMPANY

EK                EASTMAN KODAK COMPANY

LLY               ELI LILLY AND COMPANY

XON               EXXON CORPORATION

F                 FORD MOTOR COMPANY

GE                GENERAL ELECTRIC COMPANY

GM                GENERAL MOTORS CORPORATION

GTE               GTE CORPORATION

IBM               INTERNATIONAL BUSINESS MACHINES CORP.

IP                INTERNATIONAL PAPER COMPANY
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JNJ               JOHNSON AND JOHNSON

MCD               MCDONALDS CORPORATION

MRK               MERCK AND COMPANY INC.

MMM               MINNESOTA MINING AND MANUFACTURING

MOB               MOBIL CORPORATION

NYN               NYNEX CORPORATION

PCG               PACIFIC GAS AND ELECTRIC CO.

PAC               PACIFIC TELESIS GROUP

PEP               PEPSICO INC.

PFE               PFIZER INC.

MO                PHILIP MORRIS COS. INC. HOLDING CO.

PG                PROCTER AND GAMBLE COMPANY

RD                ROYAL DUTCH PETROLEUM COMPANY

SGP               SCHERING PLOUGH CORP.

SLB               SCHLUMBERGER LTD.

S                 SEARS ROEBUCK AND COMPANY
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SBC               SOUTHWESTERN BELL CORPORATION

TX                TEXACO INC.

UN                UNILEVER N.V. ADRS

USW               U.S. WEST INC.

X                 USX CORPORATION

WMT               WAL MART STORES INC.

DIS               WALT DISNEY COMPANY

WLA               WARNER-LAMBERT CO.

WMX               WASTE MANAGEMENT INC.

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of September 19,
1990, and the 20 Major Market Index stocks.

MEMORANDUM

Date: December 13, 1990

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Openings and Market-on-Close (MOC)
Orders

Openings

Q. Can “limit at the opening” (“limit OPG”) orders be entered in the stocks that are not among the
stocks included in the pilot?

A. “Limit OPG” orders are now permitted on expiration Friday. Unexecuted “limit OPG” orders are cancelled
after the opening transaction. “Limit-at-the-close” orders are not permitted at any time.

Q. Must specialists wait until 9:27 a.m. to start the ITS pre-opening application?

A. No. ITS Pre-Opening notifications may be issued beginning at 9:00 a.m.
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Q. Are “G” orders to sell short at the market handled differently at the opening then at the close on
expiration day?

A. Yes, “G” short market orders are covered by two different procedures. At the opening they are handled as
they are on any other day. “G” short market orders must yield to all public limit orders at the lowest valid short
tick. At any higher price the “G” shorts need not yield. At the close, “G” market shorts must yield to all limit
orders at the sale price, even if that price is higher than the first valid short tick.

Q. How should specialists and Floor Officials handle requests to “hold the opening” in the pilot
stocks?

A. The Exchange has added auxiliary and early procedures with the express purpose of providing a prompt
opening in all stocks, not just the 50 pilot stocks. Brokers should be told to have their opening interest
represented by 9:30 a.m., and assuming adequate pricing information re: substantial disparity from the
close,all stocks should be opened as quickly after 9:30 as possible.

MOC Orders

Q. How do you determine the price at which to print the “stopped stock”?

A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

Q. If there was no MOC imbalance of 50,000 or more shares in a pilot stock at 3 p.m., but due to
MOC order cancellations, an imbalance of 50,000 or more shares exists at 3:30 p.m., should it be
disseminated?

A. Yes. Subsequently, contra side MOC orders may be entered.

Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

Example #1 200,000 buy MOC

50,000 sell MOC

50,000 sell plus MOC

25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000 - S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

Example #2 100,000 sell MOC

50,000 buy MOC

25,000 buy minus MOC

25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000 - B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

Q. How are buy “minus” /sell “plus” Market-on-Close orders handled?
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Example: Market 20 1/4- 1/2 - last sale 20 3/8

A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus order would
go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the other hand, if the
20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus order would go ahead of
the 20 1/2 limit sell orders on the book because it should be treated like a market order. Similarly, a market-
on-close buy minus order would be treated as a limit order if the last sale was on a “plus” or “zero plus”, going
behind any buy orders limited at 20 1/4. If the last sale was on a “minus” or “zero minus” tick, the market-on-
close buy minus order would be treated as a market order and executed ahead of 20 1/4 limit buy orders on
the book.

Q. Are limit at-the-close or MOC “short” at-the-close orders permitted?

A. Limit at-the-close orders, where a specific price is indicated, are not allowed. Firms may enter “short” MOC
orders.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.
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December 5, 1990

  

Market Surveillance

 TO: Members and Member Organizations

SUBJECT: Tax Switching Transactions

The following is a reminder to members and member organizations that riskless tax switching trades are
prohibited. Please note that this prohibition applies with equal force at openings and to bond transactions.

* * *

Transactions effected as described below are not permitted on the Floor of the Exchange and if discovered
will result in appropriate disciplinary action by the Exchange:

An Exchange member (“member A”), desiring to effect a tax switch of 1,000 shares of XYZ, approaches the
XYZ specialist and informs him of his wish to effect the tax switch at approximately the price of the current bid
or the current offer for XYZ. For purposes of this hypothetical example, assume that the current market for
XYZ is 35 3/8 bid for 2,000 shares and 35 5/8 asked for 1,500 shares, both representing limit orders entered
on the XYZ specialist's book. The XYZ specialist agrees to handle member A's purchase and sale tax switch
orders as agent, undertaking to execute those orders against market orders or other orders seeking execution
at the current bid or ask prices. Assume that another member (“member B”) subsequently approaches the
XYZ specialist with an order to sell (assuming for the sake of simplicity an order to sell 1,000 shares of XYZ at
the market), and is willing to effect the sale at the current bid of 35 3/8. The specialist then effects member B's
sale at that price, informing member B, for clearing purposes, that he has sold to member A.

Simultaneously, the specialist effects, as agent, a second trade of 1,000 shares of XYZ for member A with
the order or orders on his book, giving up, for clearing purposes, member A as the seller and, as the buyer
or buyers, the broker or brokers whose orders he represents; in terms of time priority of their receipt, the first

1,000 shares on his book at the bid price of 35 3/8. 1 

Only one of the two 1,000-share transactions in XYZ would be reported for inclusion in the consolidated
transactions reporting system.

The Exchange has concluded that transactions effected in the foregoing manner are not consistent with
Exchange Rule 78, which prohibits pre-arranged trades, and should not take place.

* * *

No problems would seem to arise under Exchange Rules and procedures if the switching transaction
was effected at the risk of the market. Such would be the case if the transaction was not pre-arranged
or guaranteed in any fashion. There should be two independent transactions - a purchase and sale, or
vice versa, but the price of each should be independently established. At the time of the first transaction
there should be no guarantee or assurance of the price of the second. The period of time between the
two transactions would not of itself determine whether or not the switching had been effected at the risk of
the market. The sending of a buy and sell order for the same customer through the Opening Automated
Report System (OARS) to effect a tax switch transaction on the opening or through our Designated Order
Turnaround System (DOT) to effect a tax switch transaction at the close is not permissible. Further, any use
of either system to effect a riskless or “wash” transaction is prohibited.
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It should be noted, that the purpose of this memorandum is to clarify Exchange rules and procedures only.
It is not to be construed as describing the tax consequences of any transaction under the Internal Revenue
Code or state law. Contact your tax adviser for the appropriate advice.

Questions regarding this matter should be directed to Mr. Arthur Harris at (212) 656-6884 or Mr. Daniel
Saporito at (212) 656-5097.

Robert J. McSweeney

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Had the first independent order to arrive at the post been a market order to buy rather than an order to
sell, the tax switch would have been effected at the offer price.
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November 9, 1990

  

Market Surveillance

MOC ORDERS LIQUIDATING INDEX STRATEGIES MUST BE IN BY 3 PM SEE PAGES 1 and 2 FOR PROCEDURES

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Procedures for Handling Market-on-Close Orders on November 16, 1990 (“Expiration Friday”)

Members and member organizations are reminded that the closing procedures for expiration Friday will
again be implemented on expiration Friday, November 16, 1990, as indicated below. The SEC has formally
approved the extension of the pilot through October 1991.

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on each month's expiration Friday.

PROCEDURES RELATING TO THE CLOSE

The quarterly, triple-expiration Friday procedures for market-on-close (“MOC”) orders are now used for each
monthly expiration. The Exchange has expanded the scope of applicable MOC orders to those relating to a
strategy involving any stock index futures, stock index options, or options on stock index futures, in the pilot
stocks. These procedures have been filed as a rule with the SEC.

In June 1989, the Exchange chanced the cut-off time to 3:00 p.m. for the entry of MOC orders that relate to
a strategy including any stock index futures, stock index options or options on stock index futures in the pilot
stocks. These revised closing procedures will again be implemented with the November 16, 1990 expiration.

Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering
and using MOC orders. In this regard, if using such orders, you should enter them as early in the day as
feasible. This will provide an opportunity for Floor brokers and/or specialists to better ascertain possible order
imbalances that might exist at the close. Consequently, efforts can be more easily made to contact potential
buying (selling) interests which could offset any such possible imbalance.

Pilot Stocks

For the purpose of facilitating the publication of any significant order imbalance in one of the pilot stocks (see
attached list), you must as stated above, enter all MOC orders, in positions relating to a strategy involving any
stock index futures, stock index options, or options on stock index futures, by 3:00 p.m. eastern time. It should
be noted that, pursuant to Rule 13, an order for execution at the close may only be entered for execution at-
the-market; “limit-at-the-close” orders are not permitted.
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As soon as possible after 3:00 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:00 p.m. in those pilot stocks. Additionally, as soon as possible after
3:30 p.m. the Exchange will again publish on the tape any imbalance of MOC orders of 50,000 shares or
more that existed at 3:30 p.m. For those pilot stocks that had imbalance notices published at 3:00 p.m. and
there is no imbalance of 50,000 shares or more at 3:30 p.m., the Exchange will publish a “No Imbalance”
message. If a pilot stock does not have an imbalance message printed at 3:00 p.m., no MOC orders will
be permitted in that stock unless, at 3:30 p.m., due to cancellations, a 50,000 share or more imbalance is
published. If that occurs, MOC orders will be permitted to offset the imbalance published at 3:30 p.m. If a
“No Imbalance” notice is published in a pilot stock at 3:30 p.m., no MOC, order will be permitted. While MOC
orders previously entered may be cancelled or reduced in size, once such publication has been made, any
MOC orders subsequently entered will be accepted only to trade on the opposite side of the market in relation
to such published imbalance. The liquidation of positions relating to a strategy involving any stock index
futures, stock index options, or options on stock index futures using MOC orders entered after 3:00 p.m. is not
permitted, even if such orders might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:30 p.m. may not reflect the imbalance that exists at the close.

These procedures relate only to the pilot stocks. Regular procedures will apply to all other listed securities.

Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on;the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they may be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.” This printing at the close procedure has been extended to a daily procedure as of August 3, 1990.

“G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long' or a market order to buy.

Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.
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Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a)(2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
David Leibowitz at (212) 656-4588.

Arthur O. Harris

Vice President

                                       

Attachments

             

Expiration Friday Pilot Stocks - November 16, 1990

ABT               ABBOTT LABORATORIES

AXP               AMERICAN EXPRESS COMPANY

AHP               AMERICAN HOME PRODUCTS CORPORATION

AIG               AMERICAN INTERNATIONAL GROUP INC.

T                 AMERICAN TELEPHONE AND TELEGRAPH

AIT               AMERITECH

AN                AMOCO CORPORATION

BUD               ANHEUSER BUSCH COMPANIES INC.

ARC               ATLANTIC RICHFIELD COMPANY
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BEL               BELL ATLANTIC CORPORATION

BLS               BELL SOUTH CORPORATION

BA                BOEING COMPANY

BMY               BRISTOL MYERS COMPANY

CHV               CHEVRON CORPORATION

KO                COCA COLA COMPANY

DOW               DOW CHEMICAL COMPANY

DD                DU PONT COMPANY

EK                EASTMAN KODAK COMPANY

LLY               ELI LILLY AND COMPANY

XON               EXXON CORPORATION

F                 FORD MOTOR COMPANY

GE                GENERAL ELECTRIC COMPANY

GM                GENERAL MOTORS CORPORATION

GTE               GTE CORPORATION

IBM               INTERNATIONAL BUSINESS MACHINES CORP.
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IP                INTERNATIONAL PAPER COMPANY

JNJ               JOHNSON AND JOHNSON

MCD               MCDONALDS CORPORATION

MRK               MERCK AND COMPANY INC.

MMM               MINNESOTA MINING AND MANUFACTURING

MOB               MOBIL CORPORATION

NYN               NYNEX CORPORATION

PCG               PACIFIC GAS AND ELECTRIC CO.

PAC               PACIFIC TELESIS GROUP

PEP               PEPSICO INC.

PFE               PFIZER INC.

MO                PHILIP MORRIS COS. INC. HOLDING CO.

PG                PROCTER AND GAMBLE COMPANY

RD                ROYAL DUTCH PETROLEUM COMPANY

SGP               SCHERING PLOUGH CORP.

SLB               SCHLUMBERGER LTD.
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S                 SEARS ROEBUCK AND COMPANY

SBC               SOUTHWESTERN BELL CORPORATION

TX                TEXACO INC.

UN                UNILEVER N.V. ADRS

USW               U.S. WEST INC.

X                 USX CORPORATION

WMT               WAL MART STORES INC.

DIS               WALT DISNEY COMPANY

WLA               WARNER-LAMBERT CO.

WMX               WASTE MANAGEMENT INC.

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of September 19,
1990, and the 20 Major Market Index stocks.

MEMORANDUM

Date: November 8, 1990

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) Orders

MOC Orders

Q. How do you determine the price at which to print the “stopped stock”?

A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

Q. If there was no MOC imbalance of 50,000 or more shares in a pilot stock at 3 p.m., but due to
MOC order cancellations, an imbalance of 50,000 or more shares exists at 3:30 p.m., should it be
disseminated?
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A. Yes. Subsequently, contra side MOC orders may be entered.

Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

Example #1 200,000 buy MOC

50,000 sell MOC

50,000 sell plus MOC

25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000 - S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

Example #2 100,000 sell MOC

50,000 buy MOC

25,000 buy minus MOC

25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000 - B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4- 1/2 - last sale 20 3/8

A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus order would
go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the other hand, if the
20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus order would go ahead of
the 20 1/2 limit sell orders on the book because it should be treated like a market order. Similarly, a market-
on-close buy minus order would be treated as a limit order if the last sale was on a “plus” or “zero plus”, going
behind any buy orders limited at 20 1/4. If the last sale was on a “minus” or “zero minus” tick, the market-on-
close buy minus order would be treated as a market order and executed ahead of 20 1/4 limit buy orders on
the book.

Q. Are limit at-the-close or MOC “short” at-the-close orders permitted?

A. Limit at-the-close orders, where a specific price is indicated, are not allowed. Firms may enter “short” MOC
orders.
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October 31, 1990

  

Member Firm Regulation

PLEASE ROUTE TO LEGAL, COMPLIANCE AND OPERATIONS DEPARTMENTS

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: MANAGING PARTNER/CHIEF EXECUTIVE OFFICER

SUBJECT: LISTED INDEX WARRANTS AND AMENDED NYSE RULES 405 AND 408

The Securities and Exchange Commission (SEC) has approved amendments to Exchange rules to establish
a regulatory framework to permit listing and trading of index warrants based on major market, foreign and
domestic indices, as well as related amendments to NYSE Rules 405 (Diligence As To Accounts) and 408
(Discretionary Power in Customers' Accounts) by Securities Exchange Act Release No. 34-28153, dated
June 26, 1990.

In addition, the SEC has now approved two rule filings to allow the Exchange to list and trade warrants
based on the Financial Times-Stock Exchange 100 Index (FT-SE 100) and the CAC-40 Index, a stock index
established by the Societe des Bourses Francaises. (See Release Nos. 34-28399 dated August 30, 1990 and
34-28544 dated October 17, 1990, respectively.)

Rule 405 has been amended to apply the options suitability standard in Rule 723 to recommendations
regarding listed index warrants. Under Rule 723, the person making the recommendation must have a
reasonable basis for believing, at the time of such recommendation, that the customer has such knowledge
and experience in financial matters that he may reasonably be expected to be capable of evaluating the risks
of the recommended transaction, and is financially able to bear the risks of such transaction.

This new provision also recommends that such warrants be sold only to investors whose accounts have been
approved for options trading pursuant to Rule 721.

It is emphasized that the requirements under Rule 723 (Suitability) will apply to recommendations in index
warrants, whether or not the customer's account has been approved for options trading.

Rule 408.10 has been amended to include a new provision, Supplementary Material .10, that requires a
Senior Registered Options Principal or a Registered Options Principal to approve and initial a discretionary
order in index warrants on the day entered. This procedure is similar to that required by Rule 724 regarding
options transactions in discretionary accounts.

Questions concerning this memo may be directed to Mary Anne Furlong at (212)656-4823.

Salvatore Pallante

Senior Vice President

Exhibit A

Rule 405 Diligence as to Accounts

* * * *

Supplementary Material…

* * * *
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.30 The requirements under Rule 723 (Suitability) shall apply to recommendations in index warrants both with
respect to customer accounts that have been approved for options trading and customer accounts that have
not been so approved. The Exchange recommends that listed index warrants be sold only to investors whose
accounts have been approved for options trading pursuant to Rule 721.

Rule 408 Discretionary Power In Customers' Accounts

* * * *

Supplementary Material…

.10 All discretionary orders in listed index warrants must be approved and initialed on the day entered by a
Senior Registered Options Principal or Registered options Principal.
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Market Surveillance

MOC ORDERS LIQUIDATING INDEX STRATEGIES MUST BE IN BY 3 PM SEE PAGES 1 and 2 FOR PROCEDURES

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Procedures for Handling Market-on-Close Orders on October 19, 1990 (“Expiration Friday”)

Members and member organizations are reminded that the closing procedures for expiration Friday will again
be implemented on expiration Friday, October 19, 1990, as indicated below. The SEC has formally approved
the extension of the pilot through November 1990.

The Provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on each month's expiration Friday.

PROCEDURES RELATING TO THE CLOSE

The quarterly, triple-expiration Friday procedures for market-on-close (“MOC”) orders are now used for each
monthly expiration. The Exchange has expanded the scope of applicable MOC orders to those relating to a
strategy involving any stock index futures, stock index options, or options on stock index futures, in the pilot
stocks. These procedures have been filed as a rule with the SEC.

In June 1989, the Exchange changed the cut-off time to 3:00 p.m. for the entry of MOC orders that relate to
a strategy including any stock index futures; stock index options or options on stock index futures in the pilot
stocks. These revised closing procedures will again be implemented with the October 19, 1990 expiration.

Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

Pilot Stocks

For the purpose of facilitating the publication of any significant order imbalance in one of the pilot stocks (see
attached list), you must as stated above, enter all MOC orders, in positions relating to a strategy involving any
stock index futures, stock index options, or options on stock index futures, by 3:00 p.m. eastern time. It should
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be noted that, pursuant to Rule 13, an order for execution at the close may only be entered for execution at-
the-market; “limit-at-the-close” orders are not permitted.

As soon as possible after 3:00 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:00 p.m. in those pilot stocks. Additionally, as soon as possible after
3:30 p.m. the Exchange will again publish on the tape any imbalance of MOC orders of 50,000 shares or
more that existed at 3:30 p.m. For those pilot stocks that had imbalance notices published at 3:00 p.m. and
there is no imbalance of 50,000 shares or more at 3:30 p.m., the Exchange will publish a “No Imbalance”
message. If a pilot stock does not have an imbalance message printed at 3:00 p.m., no MOC orders will
be permitted in that stock unless, at 3:30 p.m., due to cancellations, a 50,000 share or more imbalance is
published. If that occurs, MOC orders will be permitted to offset the imbalance published at 3:30 p.m. If a “No
Imbalance” notice is published in a pilot stock at 3:30 p.m., no MOC orders will be permitted. While MOC
orders previously entered may be cancelled or reduced in size, once such publication has been made, any
MOC orders subsequently entered will be accepted only to trade on the opposite side of the market in relation
to such published imbalance. The liquidation of positions relating to a strategy involving any stock index
futures, stock index options, or options on stock index futures using MOC orders entered after 3:00 p.m. is not
permitted, even if such orders might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:30 p.m. may not reflect the imbalance that exists at the close.

These procedures relate only to the pilot stocks. Regular procedures will apply to all other listed securities.

Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they may be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.” This printing at the close procedure has been extended to a daily procedure as of August 3, 1990.

“G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
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the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Section 9(a)(2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
David Leibowitz at (212) 656-4588.

Aldo J. Martinez

Vice President

                                       

Attachments

                   

Expiration Friday Pilot Stocks - October 19 1990

ABT               ABBOTT LABORATORIES

AXP               AMERICAN EXPRESS COMPANY

AHP               AMERICAN HOME PRODUCTS CORPORATION

AIG               AMERICAN INTERNATIONAL GROUP INC.

T                 AMERICAN TELEPHONE AND TELEGRAPH

AIT               AMERITECH

AN                AMOCO CORPORATION

BUD               ANHEUSER BUSCH COMPANIES INC.
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ARC               ATLANTIC RICHFIELD COMPANY

BEL               BELL ATLANTIC CORPORATION

BLS               BELL SOUTH CORPORATION

BA                BOEING COMPANY

BMY               BRISTOL MYERS COMPANY

CHV               CHEVRON CORPORATION

KO                COCA COLA COMPANY

DOW               DOW CHEMICAL COMPANY

DD                DU PONT COMPANY

EK                EASTMAN KODAK COMPANY

LLY               ELI LILLY AND COMPANY

XON               EXXON CORPORATION

F                 FORD MOTOR COMPANY

GE                GENERAL ELECTRIC COMPANY

GM                GENERAL MOTORS CORPORATION

GTE               GTE CORPORATION
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IBM               INTERNATIONAL BUSINESS MACHINES CORP.

IP                INTERNATIONAL PAPER COMPANY

JNJ               JOHNSON AND JOHNSON

MCD               MCDONALDS CORPORATION

MRK               MERCK AND COMPANY INC.

MMM               MINNESOTA MINING AND MANUFACTURING

MOB               MOBIL CORPORATION

NYN               NYNEX CORPORATION

*PCG              PACIFIC GAS AND ELECTRIC CO.

PAC               PACIFIC TELESIS GROUP

PEP               PEPSICO INC.

PFE               PFIZER INC.

MO                PHILIP MORRIS COS. INC. HOLDING CO.

PG                PROCTER AND GAMBLE COMPANY

RD                ROYAL DUTCH PETROLEUM COMPANY

SGP               SCHERING PLOUGH CORP.
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SLB               SCHLUMBERGER LTD.

S                 SEARS ROEBUCK AND COMPANY

SBC               SOUTHWESTERN BELL CORPORATION

TX                TEXACO INC.

UN                UNILEVER N.V. ADRS

USW               U.S. WEST INC.

X                 USX CORPORATION

WMT               WAL MART STORES INC.

DIS               WALT DISNEY COMPANY

*WLA              WARNER-LAMBERT CO.

WMX               WASTE MANAGEMENT INC.

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of September 19,
1990, and the 20 Major Market Index stocks. The indicated (*) stocks have been added to the list and HWP,
MOT and WX have been deleted.

MEMORANDUM

Date: October 15, 1990

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) Orders

MOC Orders

Q. How do you determine the price at which to print the “stopped stock”?
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A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

Q. If there was no MOC imbalance of 50,000 or more shares in a pilot stock at 3 p.m., but due to
MOC order cancellations, an-imbalance of 50,000 or more shares exists at 3:30 p.m., should it be
disseminated?

A. Yes. Subsequently, contra side MOC orders may be entered.

Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

Example #1 200,000 buy MOC

50,000 sell MOC

50,000 sell plus MOC

25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000 - S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

Example #2 100,000 sell MOC

50,000 buy MOC

25,000 buy minus MOC

25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000 - B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4- 1/2 - last sale 20 3/8

A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus order would
go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the other hand, if the
20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus order would go ahead of
the 20 1/2 limit sell orders on the book because it should be treated like a market order. Similarly, a market-
on-close buy minus order would be treated as a limit order if the last sale was on a “plus” or “zero plus”, going
behind any buy orders limited at 20 1/4. If the last sale was on a “minus” or “zero minus” tick, the market-on-
close buy minus order would be treated as a market order and executed ahead of 20 1/4 limit buy orders on
the book.

Q. Are limit at-the-close or MOC “short” at-the-close orders permitted?

A. Limit at-the-close orders, where a specific price is indicated, are not allowed. Firms may enter “short” MOC
orders.
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October 2, 1990

   TO: All Members and the Managing Partner/Chief Executive Officer and General Counsel of Each Member
Organization

SUBJECT: Amendments to Rules 601, 612, 613, 617, 619, 627, 628, 629, 631 and 637 concerning
Arbitration

The Securities and Exchange Commission recently approved amendments to the arbitration rules that will
strengthen the Exchange arbitration procedures and will enhance the public's confidence in the arbitration
process. The amendments codify the Exchange's practice of using public arbitrators for customer cases
where the -amount in dispute does not exceed $10,000, clarify the procedures for joining and consolidating
cases, modify the fee structure, require prompt payment of awards and provide express authority for the
Exchange to take disciplinary action for non-payment of an award. The amendments also allocate costs more
equitably among users of the service. These amendments are set forth in Exhibit A and are described below.

Rule 601

The amendment to Rule 601 codifies the Exchange's practice of appointing a public rather than industry
arbitrator, to decide cases involving public customers where the amount in controversy does not. exceed
$10,000 (Simplified Arbitration). Since the adoption of the simplified arbitration procedure the Exchange has
always used public arbitrators to decide these cases.

Rule 612

The amendment to Rule 612 codifies the Exchange's practice of permitting parties to join in an arbitration if
there exist common questions of law or fact.

Rule 613

The phrase “unless the law directs otherwise” has been deleted from the rule. Some parties had argued that
the phrase permitted them to designate the situs of the arbitration by contract. The amendment makes clear
that the Exchange, through the Director of Arbitration, establishes the time and place for the initial hearing for
all arbitrations administered under its auspices.

Rule 617

The amendment attempts to alleviate the problem of adjournments and thus conserve arbitral resources. The
adjournment fee has been changed from $100 to the deposit of hearing session fees for the first adjournment
and twice the deposit of hearing session fees with a cap of $1,000 for the second or subsequent adjournment.
The rule now explicitly permits the arbitrators to dismiss a claim without prejudice when the parties consent to
a third adjournment.

Rule 619

The rule will now provide that the sole arbitrator selected to preside at pre-hearing conferences and act
on behalf of the panel in cases involving public customers will be a public arbitrator, unless the customer
demands a securities arbitrator.

Rule 627
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The rule has been amended to add a provision explicitly granting the arbitrators the authority to award interest
and to provide for interest from the date of award to the date of payment of the award. The amendment also
requires that awards be paid in 30 days unless a motion to vacate has been made.

Rule 628

The rule now explicitly incorporates the arbitral provisions of the Exchange's Constitution and Rules in all
agreements to arbitrate before the Exchange. Previously the incorporation provision was limited to the
submission agreement.

Rule 629 and 631

The revised Rules established new fee schedules. In addition to hearing deposits a new, non-refundable
filing fee has been added for customer claimants. Claimants will be required to pay a filing fee and deposit a
hearing session fee when they file their cases. The rule also sets forth the schedule of fees for pre-hearing
conferences. Old Rule 633 which provided for a non-refundable filing fee for member/non-member cases has
been rescinded and its provisions have been incorporated into Rule 629.

Rule 637

This new rule now provides explicitly that disciplinary action may be taken by the Exchange against any
member, allied member, registered representative or member organization who fails to honor an award.

The amendments were approved by the commission on September 10, 1990 and apply to all arbitration
activity conducted after that date.

On May 10, 1990 the Securities and Exchange Commission asked the Exchange to adopt a rule which would
require the inclusion of a non self-regulatory organization (SRO) arbitral forum as a choice for investors
who enter into agreements to arbitrate with our members. The Exchange supports the concept of permitting
customers to choose their arbitral forum and urges its members to permit investors to choose between SRO
and non-SRO forums.

Questions regarding the rules may be addressed to Edward W. Morris, Jr., Vice President-Arbitration (212)
656-2737, Harry Albirt, Manager-Arbitration (212) 656-2775 or Robert S. Clemente, Manager-Arbitration (212)
656-5608.

James E. Buck

Senior Vice President

and

Secretary

Exhibit A

[ ] DELETED LANGUAGE

NEW LANGUAGE underscored

Rule 601. SIMPLIFIED ARBITRATION

* * * *

(c) The Claimant shall pay a filing fee and remit a hearing deposit [the sum of $15 if the amount in
controversy is $1,000 or less, $25 if the amount in controversy is more than $1,000 but does not exceed
$2,500, $100 if the amount in controversy is more than $2,500 but does not exceed $5,000, or $200 if the
amount in controversy is more than $5,000 but does not exceed $10,000] as specified in Rule 629 upon filing
of the Submission Agreement. The final disposition of [this] the sum shall be determined by the arbitrators.
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(d) … The costs to the Claimant under either proceeding shall in no event exceed [$200] the total amount
specified in Rule 629.

* * * *

(f) The dispute, claim or controversy shall be submitted to a single public arbitrator knowledgeable in the
securities industry selected by the Director of Arbitration. Unless the public customer demands or consents
to a hearing, or the arbitrator(s) calls a hearing, the arbitrator shall decide the dispute, claim or controversy
solely upon the pleadings and evidence filed by the parties. If a hearing is necessary, such hearing shall be
held as soon as practicable at a locale selected by the Director of Arbitration.

* * * *

Rule 612. INITIATION OF PROCEEDINGS

* * * * * * * *

(d) Joining and Consolidation - Multiple Parties

[(1) With respect to any dispute, claim or controversy submitted to arbitration, any party or person eligible to
submit a claim under this Code shall have the right to proceed in the same arbitration against any other party
or person upon any claim directly related to such dispute.]

(1) Permissive Joinder. All persons may join in one action as claimants if they assert any right to relief jointly,
severally, or arising out of the same transaction, occurrence or series of transactions or occurrences and
if any questions of law or fact common to all these [parties] claimants will arise in the action. All persons
may be joined in one action as respondents if there is asserted against them jointly or severally, any right
to relief arising out of the same transaction, occurrence, or series of transactions or occurrences and if any
questions of law or fact common to all respondents will arise in the action. A claimant or respondent need not
assert rights to or defend against all the relief demanded. Judgement may be given for one or more of the
claimants according to their respective rights to relief, and against one or more respondents according to their
respective liabilities.

(2) [For purposes of this subsection, the Director of Arbitration shall be authorized to determine preliminarily
whether a claim is directly related to the matter in dispute and to join any other party to the dispute and to
consolidate the matter for hearing and award purposes.] In arbitrations where there are multiple Claimants,
Respondents and/or Third Party Respondents, the Director of Arbitration shall be authorized to determine
preliminarily whether such parties should proceed in the same or separate arbitrations. Such determination
will be considered subsequent to the filing or all responsive pleadings.

(3) The Director of Arbitration shall be authorized to [preliminarily] determine preliminarily whether claims filed
separately are related and shall be authorized to consolidate such claims for hearing and award purposes.

[3]

(4) [All final] Further determinations with respect to joining, consolidation, and multiple parties under this
subsection [shall] may be made by the arbitration panel and shall be deemed final.

Rule 613. DESIGNATION OF TIME AND PLACE OF HEARINGS

[Unless the law directs otherwise,] The time and place for the initial hearing shall be determined by the
Director of Arbitration and each hearing thereafter by the arbitrators. Notice of the time and place for the
initial hearing shall be given at least eight (8) business days prior to the date fixed for the hearing by personal
service, registered or certified mail to each of the parties unless the parties shall, by their mutual consent,
waive the notice provisions under this section. Notice for each hearing thereafter shall be given as the
arbitrators may determine. Attendance at a hearing waives notice thereof.

Rule 617. ADJOURNMENTS
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(a) The arbitrators may, in their discretion, adjourn any hearing(s) either upon their own initiative or upon the
request of any party to the arbitration.

[(b) A party requesting an adjournment after arbitrators have been appointed, if said adjournment is granted,
shall pay a fee equal to the deposit of costs but not more than $100. The arbitrators may waive this fee or
in their awards may direct the return of this adjournment fee. This provision shall not apply to cases filed
pursuant to Rule 601.]

(b) A party requesting an adjournment after arbitrators have been appointed shall, if an adjournment is
granted, deposit a fee, equal to the initial deposit of [forum fees] hearing session foes for the first adjournment
and twice the initial deposit of [forum fees] hearing session fees, not to exceed $1,000, for a second or
subsequent adjournment requested by that party. The arbitrators may waive the deposit of this fee or in their
awards may direct the return of the adjournment fee.

(c) Upon receiving a third request consented to by all parties for an adjournment, the arbitrators may dismiss
the arbitration without prejudice to the claimant filing a new arbitration.

Rule 619. GENERAL PROVISIONS GOVERNING SUBPOENAS, PRODUCTION OF DOCUMENTS, etc.

* * * * * * * * *

(d) Pre-Hearing Conference

(2) Any issues raised at the pre-hearing conference that are not resolved may be referred by the Director of
Arbitration to a single public member of the Arbitration Panel for decision.

(e) Decisions by Selected Arbitrator

The Director of Arbitration may appoint a single member of the Arbitration Panel to decide all unresolved
issues referred to under this section. Such arbitrator shall be authorized to act on behalf of the panel to issue
subpoenas, direct appearances of witnesses and production of documents, set deadlines and issue any other
ruling which will expedite the arbitration proceeding or is necessary to permit any party to fully develop its
case. Decisions under this paragraph shall be made upon the papers submitted by the parties, unless the
arbitrator calls a hearing. The arbitrator may elect to refer any issue under this paragraph to the full panel.
In any claim involving a public customer the Selected Arbitrator shall be a public arbitrator unless the public
customer demands, in writing, a securities arbitrator.

* * * * * * * *

Rule 627. AWARDS

* * * * * * * *

(g) In addition, arbitrators may award interest as they deem appropriate. All awards shall bear interest from
the date of the award until payment at the legal rate, if any, then prevailing in the state where the award was
rendered, or at a rate set by the arbitrator(s) in the award.

(h) All monetary awards shall be paid within thirty (30) days of receipt unless a motion to vacate has been
filed with a court of competent jurisdiction.

Rule 628. [Submission Agreement] AGREEMENT TO ARBITRATE

[This Code] Article XI of the Constitution and Rules 600- 637 shall be deemed a part of and be incorporated
by reference in every [duly executed Submission Agreement which shall be binding on all parties.) agreement
to arbitrate under the Constitution and Rules of the New York Stock Exchange, Inc.

Rule 629. SCHEDULE OF FEES
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(a) At the time of filing a Claim, Counterclaim, Third-Party Claim or Cross-Claim, a party shall pay a non-
refundable filing fee and shall remit a hearing session deposit with the Exchange in the amounts indicated in
the schedules below unless such fee or deposit is specifically waived by the Director of Arbitration.

Where multiple hearing sessions are required, the arbitrator(s) may require any of the parties to make
additional hearing deposits for each additional hearing session. In no event shall the amount deposited by all
parties per hearing session exceed the amount of the largest initial hearing deposit made by any party under
the schedule below.

(b) A hearing session is any meeting between the parties and the arbitrator(s), including a pre-hearing
conference with an arbitrator, which lasts four (4) hours or less. The forum fee for a pre-hearing conference
with an arbitrator shall be the amount set forth in the schedules below as a hearing session deposit for a
hearing with a single arbitrator.

(c) The arbitrators, in their award, may determine the amount chargeable to the parties as forum fees and
shall determine who shall pay such forum fees. Forum fees chargeable to the parties shall be assessed on
a per hearing session basis and the aggregate for each hearing session may equal but shall not exceed
the amount of the largest initial hearing deposit deposited by any party, except in a case where claims have
been joined subsequent to filing in which cases hearing session fees shall be computed as provided in
paragraph (d). The arbitrators may determine in the award that a party shall reimburse to another party any
non-refundable filing fee it has paid.

If a customer is assessed forum fees in connection with an industry claim, forum fees assessed against the
customer shall be based on the hearing deposit required under the industry claims schedule for the amount
awarded to industry parties to be paid by the customer and not based on the size of the industry claim. No
fees shall be assessed Against a customer in connection with an industry claim that is dismissed; however,
in cases where there is also a customer claim, the customer may be assessed forum fees bases on the
customer claim under the procedure set out above.

Amounts deposited by a party as hearing deposits shall be applied against forum fees, if any.

In addition to forum fees, the arbitrator(s) may determine in the award the amount of costs incurred pursuant
to Rules 617, 619 and 623 and, unless applicable low directs otherwise, other costs and expenses of the
parties. The arbitrator(s) shall determine by whom such costs shall be borne.

If the hearing session fees are not assessed against a party who had made a hearing deposit, the hearing
deposit will be refunded unless the arbitrators determine otherwise.

(d) For claims filed separately and subsequently joined or consolidated under Rule 612(d), the hearing
deposit and forum fees assessable par hearing session after joinder or consolidation shall be based on the
cumulative amount in dispute. The arbitrator(s) shall determine by whom such forum fees shall be borne.

(e) If the dispute, claim or controversy does not involve, disclose or specify a money claim, the non-
refundable filing fee will be $250 and the hearing session deposit to be [deposited] remitted by a party shall
be $600 or such greater or lesser amounts as the Director of Arbitration or the panel of arbitrators may
require, but shall not exceed $1,500.

(f) The Exchange shall retain the total initial amount deposited as hearing session deposits by all the parties
in any matter submitted and settled or withdrawn within eight (8) business days of the first scheduled hearing
session other than a pre-hearing conference.

(g) Any matter submitted and thereafter settled or withdrawn subsequent to the commencement of the first
hearing session, including a pre-hearing conference with an arbitrator, shall be subject to an assessment
of forum fees and costs incurred pursuant to Rules 617, 619 and 623 based on hearing sessions held and
scheduled within eight (8) business days of the Exchange receiving notice that the matter has been settled or
withdrawn. The arbitrator(s) shall determine by whom such forum fees and costs shall be borne.

(h) The fee for a pre-hearing conference with an arbitrator shall be:
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         SCHEDULE FOR PRE-HEARING CONFERENCE WITH ARBITRATOR(S):

         AMOUNT IN CONTROVERSY                      CONFERENCE FEE

         $ 1,000 or less                                     $ 15.00

         $ 1,000.01 up to $2,500                             $ 25.00

         $ 2,500.01 up to $5,000                             $100.00

         $ 5,000.01 up to $10,000                            $200.00

         $ 10,000.01 up to $30,000                           $300.00

         $ 30,000.01 up to $50,000                           $300.00

         $ 50,000.01 up to $100,000                          $300.00

         $100,001 up to $500,000                             $300.00

         $500,001 up to $5 million                           $300.00

         Greater than 5 million                              $300.00

(i) Schedule of Fees

For purposes of the schedule of fees the term claim includes Claims, Counterclaims, Third-Party Claims or
Cross-Claims. Any such claim submitted by a customer is a customer claim. Any such claim submitted by
a member, allied member, registered representative, member firm or member corporation against a public
customer or other non-member is an industry claim.

                         

CUSTOMER CLAIMANT

                                                    DEPOSIT
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                                      Filing Fee    Simplified   Hearing

Amount of Dispute

(Exclusive of Interest

and Expenses)

$1,000 or less                           $ 15          $ 15       $ 15

$1,001 to $2,500                         $ 25          $ 25       $ 25

$2,501 to $5,000                         $ 50          $ 75       $ 100

$5,001 to $10,000                        $ 75          $ 75       $ 200

$10,001 to $30,000                       $100          N/A        $ 400

$30,001 to $50,000                       $120          N/A        $ 400

$50,001 to $100,000                      $150          N/A        $ 500

$100,001 to $500,000                     $200          N/A        $ 750

$500,001 to $5,000,000                   $250          N/A        $1,000

Over $5,000,000                          $300          N/A        $1,500

                         

INDUSTRY CLAIMANT\
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1/

                                                    HEARING DEPOSIT

Amount in Dispute                     Filing Fee      1 Arb.    3 Arbs.

(Exclusive of Interest

and Expenses)

$ 1,000 or less                          $500          $300       $ 600

$ 1,001 to $2,500                        $500          $300       $ 600

$ 2,501 to $5,000                        $500          $300       $ 600

$ 5,001 to $10,000                       $500          $300       $ 600

$ 10,001 to $30,000                      $500          $300       $ 600

$ 30,001 to $50,000                      $500          $300       $ 600

$ 50,001 to $100,000                     $500          $300       $ 600

$100,001 to $500,000                     $500          $300       $ 750

$500,001 to $5,000,000                   $500          $300       $1,000

over $5,000,000                          $500          $300       $1,500

\
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1/ 

This is the fee schedule for claims submitted by members, member firms, member

corporations or allied members against public customers, registered representatives or
 non-members

other than public customers, and for claims submitted by registered representatives or

non-members other than public customers against members, member firms, member
 corporations

allied members or non-members. The one arbitrator column is for pre-hearing conferences
 and for

simplied arbitrations where the industry party is a claimant against a public customer.

[ Rule 629. SCHEDULED OF FEES FOR CUSTOMER DISPUTES

(a) At the time of filing a Claim, Counterclaim, Third-Party Claim or Cross-Claim, a party shall deposit with the
Exchange the amount indicated below unless such deposit is specifically waived by the Director of Arbitration.

Amount in Dispute                                             Deposit

(Exclusive of interest and expenses)

$1,000 or less                                                $ 15

Above $1,000 but not exceeding $2,500                         $ 25

Above $2,500 but not exceeding $5,000                         $ 100

Above $5,000 but not exceeding $10,000                        $ 200

Above $10,000 but not exceeding $50,000                       $ 400
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Above $50,000 but not exceeding $100,000                      $ 500

Above $100,000 but not exceeding $500,000                     $ 750

Above $500,000                                                $1,000

Where the amount in dispute is $10,000 or less, no additional deposits shall be required despite the number
of hearing sessions. Where the amount in dispute is above $10,000 and multiple hearing sessions are
required, the arbitrators may require any of the parties to make additional deposits for each additional hearing
session. In no event shall the aggregate amount deposited per hearing session exceed the amount of the
initial deposit(s) as set forth in the above schedule.

(b) A hearing session is any meeting between the parties and the arbitrator(s), including a pre-hearing
conference, which last four (4) hours or less.

(c) The arbitrators, in their awards, may determine the amount chargeable to the parties as forum fees
(fees) and shall determine by whom such fees shall be borne. Where the amount in dispute is $10,000 or
less, total fees chargeable to the parties shall not exceed the amount of the total initial deposit(s) deposited
by the parties, regardless of the number of hearing sessions conducted. Where the amount in dispute is
above $10,000, total fees chargeable to the parties per hearing session may equal but shall not exceed the
amount of the total initial deposit(s) deposited by the parties. Amounts deposited by a party shall be applied
against fees, if any, if the fees are not assessed against a party who had made a deposit, the deposit will
be refunded. In addition to forum fees, the arbitrator(s) may determine in their awards the amount of costs
incurred pursuant to Rules 617, 619 and 623, and unless applicable law directs otherwise, other costs and
expenses of the parties and arbitrator(s) that are within the scope of the agreement of the parties or are
otherwise permitted by law. The arbitrator(s) shall determine by whom such costs shall be borne.

(d) If the dispute, claim or controversy does not involve or disclose a money claim, the amount to be
deposited by the Claimant shall be $200, or such amount as the Director of Arbitration or the panel of
arbitrators may require, but shall not exceed $1,000.

(e) If a matter has been submitted and thereafter is settled or withdrawn prior to the commencement of the
first hearing session, the parties shall be entitled to a refund of all but $100 of the amount deposited with the
Exchange. This section shall not apply to claims filed under Rule 601.

(f) Any matter submitted and thereafter settled or withdrawn subsequent to the commencement of the first
hearing session may be subject to such refund of assessed deposits, if any, as the panel of arbitrators
presiding may determine.

(g) The arbitrators may assess forum fees and costs incurred pursuant to Rules 617, 619 and 623 in any
matter settled or withdrawn subsequent to the commencement of the first session.

(h) The fee for a pre-hearing conference with an arbitrator shall be seventy-five (75%) per cent of the fees
contained in subsection (a.)]

Rule 631. SCHEDULE FOR MEMBER CONTROVERSIES

(a) At the time of filing a [Submission Agreement,] Claim, Counterclaim, Third-Party Claim or Cross-Claim, a
[claimant] party shall [deposit] pay a non-refundable filing fee and [make] remit a hearing session deposit with
the New York Stock Exchange, Inc. in the amounts indicated below:

                                                            [Deposit Per Hearing]
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            [$5,000 or less                                    $ 200\1/

            $5,000 or more less than $100,000                  $ 750

            $100,000 or more                                   $1,000]

\1/ This shall also be the fee for non-member Claimants who are not public customers.]

           Amount in Dispute                           Filing Fee    Hearing Deposit

           $5,000 or less .                            $100          $ 200

           $5,001 to $100,000                          $200          $ 750

           $100,001 or more .                          $300          $1,000

(b) Where the claim or controversy does not involve or disclose a money claim, or is unspecified, [and] the
[costs and the amount to be deposited] filing fee will be $300 and the hearing session deposit [shall be such
an amount as may be fixed in advance by the Exchange,] shall be $1,000 [except that such amount shall not
exceed $1,000] per hearing session.

[When the controversy is resolved in any way other than by arbitration award, the Exchange shall retain $25.]

(c) The fee for a Pre-Hearing Conference with an arbitrator in a member controversy shall be as follows:

           Amount in Dispute                                   Conference Fee

           $ 5,000 or less                                               $150

           $ 5,001 to $100,000 .                                         $300

           $100,001 or more                                              $500

Rule 637. FAILURE TO HONOR AWARD

Any member, allied member, registered representative or member organization who fails to honor an
award of arbitrators appointed in accordance with these rules shall be subject to disciplinary proceedings in
accordance with Rule 476 or Article IX of the New York Stock Exchange Constitution and Rules.
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October 1, 1990

  

Member Firm Regulation

 TO: Members and Member Organizations

ATTENTION: Registration, Human Resources, Legal and Compliance Departments

SUBJECT: FBI Fingerprint Processing Fee

Effective October 1, 1990, the FBI will increase their fingerprint processing fee from $20.00 to $23.00 per
card. The Exchange will continue to charge $1.50 per card to channel fingerprints and payments to the FBI.
The total fee will thus increase from $21.50 to $24.50 per card.

At the same time, the Exchange will comence monthly billing for fingerprint processing and will no longer
accept checks submitted with fingerprint cards, as is now required. We hope you find this new procedure
more convenient.

If fingerprints are returned by the FBI because of illegibility, their $23.00 fee will not be billed again provided
that the illegible card is resubmitted and stapled to the new set of fingerprints. In such cases, only the
Exchange fee of $1.50 will be charged.

It is important that you include a transmittal sheet listing the names for each set of fingerprints submitted and
indicating which are resubmissions of illegible fingerprints. To help avoid rejection of fingerprints by the FBI
please refer to the attached material provided by the FBI relating to special problems and common causes for
rejection.

Questions about the FBI fee increase or other matters concerning fingerprint processing should be directed to
Kathleen Fitzgerald at (212) 656-6854 or Doris Peterson at (212) 656-8572.

Salvatore Pallante

Senior Vice President

Att.

REJECTED FINGERPRINT CARDS: CAUSE AND CURE

The reasons for rejected fingerprint cards are easily detected and should be corrected before submission.
The following factors are the most common causes of rejection:

1. If THE INK IS UNEVENLY DISTRIBUTED, it will cause the impression to have light and dark zones.
Redistribute the ink on the inking plate with a roller.

2. When FINGERS ARE NOT FULLY INKED OR ROLLED, part of the fingerprint pattern will be left off the
impression and a delta or core could go unrecorded. Roll the fingers from nail to nail.

3. TOO MUCH INK will obscure the details of the fingerprint impression. When using printer's ink, only a small
amount of ink is needed. If too much ink is present on the inking plate, remove the excess with a paper towel
and redistribute the remaining ink to a thin, uniform film with a roller.

4. INSUFFICIENT INK will cause the ridges of the impression to be too faint to count.

5. If FINGERS ARE ALLOWED TO SLIP OR TWIST DURING ROLLING, the impressions will appear as
smears. This is often caused when the subject being printed attempts to assist in the process. Other causes
of smears are wet fingers or too much pressure on the finger while rolling the impression.
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6. If the RIDGES ARE WORN SMOOTH because of the subject's occupation or hobby, the impressions will
have insufficient detail for classification. To finger-print this subject use very little ink and very little pressure
when rolling the impression.

7. ONE OR MORE FINGERS CAN ACCIDENTALLY BE PRINTED TWICE if the person taking the
impressions does not insure the fingers are printed in the correct sequence.

8. ONE OR MORE IMPRESSIONS MISSING from the card is usually indicative of amputations or birth
defects of the hands or fingers. If the subject being printed is missing one or more fingers for any reason,
make a notation on the finger-print card in the appropriate finger block. Remember bandaged, broken or
crippled fingers must be printed. In the case of a temporary disability, the person should return when the
injury has healed. The classification calls for all ten fingers or an accounting of impressions missing on the
card. If the indication on the finger block denotes “cut, bandaged, or in a cast”, for example, the card will be
returned.

9. FINGERPRINT IMPRESSIONS PLACED ON THE BACK OF THE CARD will cause the card to be
rejected. In the past, if the fingerprint impression was not clear and distinct, it could be reprinted on the back
of the card. This procedure is no longer acceptable due to the advance in computerized fingerprint searching.
Fingerprint impressions on the back of the card cannot be read by the computer.

10. FAILURE TO INCLUDE COMPLETE INFORMATION in appropriate sections on the card will result in a
rejection even if the impressions are properly recorded.

SPECIAL PROBLEMS

Special attention must be given when fingerprinting a subject with abnormalities of the fingers, thumbs,
or hands. Individual problems that may exist include: amputations, bandaged or missing fingers, scarred
patterns, deformities and occupational hands.

AMPUTATION

A subject who has had one or more fingers, thumbs, or hands removed. This condition should be noted in
the appropriate block of the fingerprint card. Total amputation should be designated “AMPUTATION”. In the
case of a partial amputation of a finger or thumb, the impression of the remaining end joint is placed on the
appropriate block and designated “tip amputated”.

BANDAGED FINGERS OR HANDS

A subject who has a bandage or cast on a finger, thumb, or hand. These are considered temporary
disabilities and the subject should be fingerprinted as soon as the injury heals. A notation in a finger block
such as “finger bandaged” or “finger in a cast” will cause the card to be rejected.

SCARRED PATTERNS

Scarred patterns concern only pattern areas that have been totally destroyed or the ridge detail appears
distorted. These fingerprints should be taken as they exist and properly noted as “SCARRED”.

DEFORMITIES

A subject who has a deformity of the finger, thumb, or hand resulting from injury, birth defect, or disease.
Special equipment is needed for fingerprinting subjects with these deformities. This special equipment is
available from law enforcement/security equipment suppliers.

OCCUPATIONAL HANDS
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Subjects who, by the nature of their work, have very thin ridges on the pattern area. Light pressure and very
little ink are used to get these type of impressions.
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Enforcement

 TO: MANAGING PARTNERS, CHIEF EXECUTIVE OFFICERS, COMPLIANCE DIRECTORS, LEGAL
DEPARTMENTS AND REGISTRATION DEPARTMENTS OF MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Amendment of Form RE-3

The Exchange's Form RE-3 has been changed as a result of the recent amendments to Exchange Rule
351. The revised Form RE-3, a copy of which is attached to this Information Memo, includes amendments
to paragraphs 7 and 8 reflecting increases in the threshold figure for reportable occurrences to $15,000 for
individuals and to $25,000 for member organizations.

In addition, the instructions listed below paragraphs 7 and 8 have been clarified to specify the required
supporting documents for each submission of Form RE-3.

A minor change in the signing criteria now permits a Senior Vice President or an equivalent level to sign Form
RE-3.

As a reminder, this Form is not to be used to report any of the items which may have been inadvertently
omitted from a Form U-5 or which came to the filing firm's attention after a Form U-5 was filed. In the event
of amendments, a new Form U-5 should be prepared with the word “AMENDED” at the top of the page and
promptly forwarded to the Exchange.

Exchange members and member organizations may order a supply of the new Form RE-3 from the Mail and
Distribution Section of the Exchange on the enclosed order form.

Questions with respect to the amendments to Rule 351 should be directed to Patricia Dorilio at (212)
656-2744. Questions concerning the filing of Form RE-3 and supporting documents should be directed to
Edward Hewitt at (212) 656-5128.

David P. Doherty

Senior Vice President

                                        

Attachments

Form RE-3

      SUBMISSION OF REQUIRED INFORMATION PERTAINING TO MEMBERS, MEMBER

      ORGANIZATIONS, ALLIED MEMBERS, REGISTERED AND NON-REGISTERED
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      EMPLOYEES (ALL ITEMS) AND APPROVED PERSONS (ITEM 9 ONLY).

                                                           _____________

                                                           Branch Code

                    PLEASE TYPE

                    INFORMATION

      ______________________________________________   ________________________

       (Name of subject individual or entity)           Social Security Number

      _________________________________________________________________________

       (Capacity or Title)

      _________________________________________________________________________

       (Name of Member Organization)

      _________________________________________________________________________

       (Office of Employment)

GENERAL INSTRUCTIONS

A. When a reportable event occurs (see Rule 351), a report on this form is required to be filed promptly. If
additional facts come to the firm's attention after a Form RE-3 has been filed, a further Form RE-3, clearly
marked “AMENDED”, should be submitted.

B. Please furnish complete details. Insufficient or ambiguous statements can result in time-consuming
requests for additional information.

C. The details requested in the box beneath each item should be furnished on page 3 and the documents
requested should be appended to this form.
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Check one or more boxes, as applicable, if the individual or entity listed above:

1. has violated any provision of any securities law or regulation, or any agreement with or rule or

[] standards of conduct of any government agency, self-regulatory organization, or business or professional
organization, or engaged in conduct which is inconsistent with just and equitable principles of trade or
detrimental to the interests or welfare of the Exchange.

Furnish details and attach copies of all relevant correspondence, memoranda and other documents.

2. is the subject of any written customer complaint involving allegations of theft or misappropriation

[] of funds or securities or forgery.

Furnish details including a copy of the customer complaint and provide copies of all relevant correspondence,
memoranda and other documents.

3. is named as a defendant or respondent in any proceeding brought by a regulatory or self-regulatory

[] body alleging the violation of any provision of the Securities Exchange Act of 1934, or of any other
Federal or state securities, insurance, or commodities statute, or of any rule or regulation thereunder, or of
any agreement with, or of any provision of the constitution, rules or similar governing instruments of, any
securities, insurance or commodities regulatory or self-regulatory organization.

Furnish details including the name of the governmental or self-regulatory body and the name, address and
telephone number of the person handling the matter. In addition, if available, provide a copy of the complaint
(or similar document) which initiated the proceeding, together with any response thereto. If these documents
are not readily available, describe the nature of the proceeding and provide the caption of the matter.

4. is denied registration or is expelled, enjoined, directed to cease and desist suspended or otherwise

[] disciplined by any securities, insurance or commodities industry regulatory or self-regulatory organization
or is denied membership or continued membership in any such self-regulatory organization; or is barred from
becoming associated with any member or member organization of any such self-regulatory organization.

Furnish details including the name of the governmental or self-regulatory body, and attach a copy of the
stipulation, decision and order, if available.

5. is arrested, arraigned, indicted or convicted of, or pleads guilty to, or pleads no contest to, any

[] criminal offense (other than minor traffic violations).

Finish details including the nature of the offense, the court and the current status, and attach copies of all
relevant documents.

6. is a director, controlling stockholder, partner, officer or sole proprietor of, or an associated person

[] with, a broker, dealer, investment company, investment advisor, underwriter or insurance company which
was suspended, expelled or had its registration denied or revoked by any agency, jurisdiction or organization
or is associated in such a capacity with a bank, trust company or other financial institution which was
convicted of, or pleaded no contest to, any felony or misdemeanor.

Furnish details including the entity involved and the subject of this report's relationship thereto, the agency,
jurisdiction or organization which took the action and the action taken. With respect to criminal matters,
furnish the name of the defendant, nature of the offence, the court, the date judgement was entered and the
penalty imposed.

7. is a defendant or respondent in any securities or commodities-related civil litigation or arbitration

[] which has been disposed of by judgement, award or settlement for an amount exceeding $15,000.
However, when a member organization is the defendant or respondent, then the reporting to the Exchange
shall be required only when such judgement award or settlement is for an amount exceeding $25,000.
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Furnish details regarding the judgement, award or settlement the amount of the disposition and the extent
of any contribution by the individual. Also submit relevant documentation including the following: pleadings;
award, judgement or settlement agreement; monthly account statements for the appropriate period at issue;
new account documentation; statement from the registered representative and all correspondence related to
the complaint.

8. is subject of any claim for damages by a customer broker or dealer which is settled for an amount

[] exceeding $15,000. However, when the claim for damages is against a member organization, then the
reporting to the Exchange shall be required only when such claim is settled for an amount exceeding
$25,000.

Furnish details including the name and address of the customer, broker or dealer, the amount of the
original claim, the amount of the settlement and the extent of any contribution by the individual Also, submit
relevant documentation including the following: pleadings, award or settlement agreement, monthly account
statements for the appropriate period at issue; now account documentation; statement from the registered
representative and all correspondence related to the complaint.

9. is, or learns that he is, associated in any business or financial activity with any person who is subject

[] to a “statutory disqualification” as that term is defined in the Securities Exchange Act of 1934.

Furnish details including the name of the person subject to the statutory disqualification, the basis for the
disqualification and the relationship of the statutory disqualificant to the subject of this report.

10. is the subject of any disciplinary action taken by a member or member organization involving

[] suspension, the withholding of commissions or imposition of fines in excess of $2,500, or any other
significant limitation on activities.

Furnish details and attach copies of all relevant correspondence, memoranda, letter of discipline and other
documents.

________________________________________           
 ________________________________________

Signature of Individual\1/                          Signature of a General Partner or a

                                                    Principal Executive Officer or a
 Senior

                                                    Vice President or the Equivalent
 Level

Date:

________________________________________           
 ________________________________________

                                                    Type or print name and title
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                                                    Dat

                                                    e: 
 ____________________________________

                                                    The officer, partner or other
 individual

                                                    in the firm who should be contacted

                                                    for additional information is:

                                                    Nam

                                                    e: 
 ____________________________________

                                                        Type or print name

                                                    Titl

                                                    e: 
 ____________________________________

                                                    Telephone

                                                    No:      
 ______________________________

\1/ If obtaining the subject's signature would unduly delay the prompt submission of this

form, it should be submitted without such signature.
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Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF EXECUTIVE, FINANCIAL AND OPERATIONS OFFICERS/PARTNERS AND
COMPLIANCE DEPARTMENT

SUBJECT: PROPOSED AMENDMENTS TO SEC RULE 15c3-1(e) - WITHDRAWAL OF NET CAPITAL

The SEC has issued for comment a proposal to amend its net capital rule to require, under certain
circumstances, two business days written notice to the SEC, the CFTC and the designated self regulatory
organization (DSRO) prior to the withdrawal of capital or the making of unsecured advances or loans, and,
under prescribed conditions, to prohibit any such withdrawals, advances or loans. A copy of Release No.
34-28347, dated August 15 1990 is attached for your review, with some of the key provisions summarized
below.

The proposed amendments would:

1. Prohibit registered broker-dealers from withdrawing capital to benefit certain persons related to the broker-
dealer without two business days advance written notice to the Commission, the CFTC and the DSRO.

Require such notice when the projected withdrawal plus withdrawals during (a) preceding 30 days would
equal or exceed 20% of the broker-dealer's excess net capital or (b) the preceding 90 days would be more
than 30% of excess net capital. However, notice would not be required where aggregate withdrawal is less
than $50,000.

2. Prohibit any withdrawal which would cause net capital to be less than 30 percent of readily marketable
securities haircuts.

3. Allow the Commission by order to prohibit such withdrawals for period of up to 20 business days.

The Commission requests comment on:

1. Whether the proposal will improve the Commission's ability to respond to serious financial and liquidity
problems occurring in the holding company;

2. The potential adverse impact the proposal may have on the willingness of other corporate entities to invest
in and maintain excess net capital in a broker-dealer;

3. Adequacy of the standards proposed;

4. Whether the proposed authority to prohibit withdrawals, by order, raises issues under Section 23 (a) under
the Securities Exchange Act or the Administrative Procedure Act;

5. Whether additional amendments are appropriate in the light of the increase of broker-dealer holding
company complexity and the higher incidence of proprietary risk taken by broker-dealers;

6. The adequacy of existing minimum capital levels for broker-dealers and in particular larger broker-dealers
conducting a broad range of activities in the broker-dealer and in affiliated enterprises;

7. Alternative approaches to determine the appropriate required capital for large firms in view of the large
degree of leverage that those firms can attain, particularly those operating under the alternative method; and
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8. Whether the net capital rule should provide for a required level of capital that is based on the haircuts
incurred by the firm on its positions.

Comments should be filed with the Commission, and the Exchange on or before October 22, 1990 Reference
File No.: S7-14-90 as follows:

    In triplicate with:                    In single copy with:

    Mr. Jonathan G. Katz                   Mr. Maurice Minen

    Secretary                              Managing Director

    Securities and Exchange Commission     New York Stock Exchange, Inc.

    450 Fifth Street, N.W.                 20 Broad Street, 22nd floor

    Washington, D.C. 20549                 New York, New York 10005

Salvatore Pallante

Senior Vice President

RETAIN ALL INTERPRETATION/INFORMATION MEMOS FOR FUTURE REFERENCE

SECURITIES AND EXCHANGE COMMISSION

17 CFR Part 240

[Release No. 34-28347; File No. S7-14-90]

RIN 3235-AD79

Net Capital Rule; Prohibited Withdrawal by Registered Broker-Dealers

AGENCY: Securities and Exchange Commission.

ACTION: Proposed rule amendments.

SUMMARY: The Securities and Exchange Commission proposes to amend its net capital rule under
the Securities Exchange Act with respect to withdrawal of net capital. The proposal would, under certain
circumstances, prohibit registered broker-dealers from withdrawing capital directly or indirectly to benefit
certain described persons related to the broker-dealer, without first notifying the Commission at least
two business days before the withdrawal of capital. The proposed amendments would also permit the
Commission, by order, to prohibit any of these withdrawals of capital from the registered broker-dealer, if
the Commission believed the withdrawal may be detrimental to the financial integrity of the broker-dealer or
might affect the broker-dealer's ability to repay its customer claims or other liabilities. Finally, the proposed
amendments would prohibit any of these withdrawals of capital if the effect of such withdrawals would cause
the broker-dealer's net capital to be less than 30 percent of its deductions required by the net capital rule as
to its readily marketable securities.

The proposed amendments are designed to address the issues arising from the withdrawal of capital from
a broker-dealer by a parent or affiliate, and they are intended to improve the Commission's ability to protect

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

579

http://researchhelp.cch.com/License_Agreement.htm


the customers and creditors of a broker-dealer in those circumstances where a financial problem in a
holding company or other affiliate leads to withdrawals of capital from the broker-dealer. The Commission
requests comment on the amendments set forth in the proposed rule. In addition, the Commission is
requesting comment on whether additional amendments to the Commission's financial responsibility rules
are appropriate in order to address the issues arising from the increased complexity of broker-dealer holding
company structures and the higher incidence of proprietary risks undertaken by many broker-dealers.

DATES: Comments to be received on or before October 22, 1990.

ADDRESSES: Persons wishing to submit written comments should file three copies with Jonathan G. Katz,
Secretary, Securities and Exchange Commission, 450 Fifth Street, NW., Washington, DC 20549. All comment
letters should refer to File No. S7-14-90. All comments received will be available for public inspection and
copying in the Commission's Public Reference Room, 450 Fifth Street, NW., Washington, DC 20549.

FOR FURTHER INFORMATION CONTACT: Michael A. Macchiaroli, (202) 272-2904, Michael P. Jamroz,
(202) 272-2372 or Roger G. Coffin, (202) 272-2396, Division of Market Regulation, 450 Fifth Street, NW.,
Washington DC 20549.

SUPPLEMENTARY INFORMATION:

I. Introduction

The primary purpose of the net capital rule (Securities Exchange Act Rule 15c3-1; 17 CFR 240.15c3-1) is to
protect customers and creditors of registered broker-dealers from monetary losses and delays that can occur
when a registered broker-dealer fails. In this way, the Rule acts to prevent systemic risk from the failure of
a financial intermediary. The Rule requires registered broker-dealers to maintain sufficient liquid assets to
enable firms that fall below the minimum net capital requirements to liquidate in an orderly fashion without the
need for a formal proceeding. Presently the net capital rule generally requires a registered broker-dealer to
maintain net capital in excess of the greater of $25,000 or 6 2/3 percent of its liabilities and other obligations
(“aggregate indebtedness or basic method”). If the broker-dealer makes an election under paragraph (f) of
the Rule, the broker-dealer must maintain net capital in excess of the greater of $100,000 or 2 percent of its
so-called aggregate debit items (the “alternative method”). These aggregate debit items generally may be

thought of as its customer-related receivables. 1 

Generally, the net capital requirement is computed by deducting from net worth, among other things, the book
value of illiquid assets and certain prescribed percentages from the market value of proprietary securities.
These letter deductions are referred to as “haircuts”. In the case of many firms, these haircuts require the
firm to maintain significant amounts of capital (either equity capital or properly subordinated debt) to carry the
positions while maintaining net capital compliance.

Paragraph (e) of the Rule generally prohibits withdrawals of equity capital of the registered broker-dealer
by action of any stockholder or partner, or the making of unsecured advances or loans to any stockholder,
partner or employee if the effect of such withdrawals, advances or loans is to reduce the broker-dealer's
net capital below certain levels. The withdrawals cannot cause the broker-dealer's net capital to be less
than, among other things, 120 percent of the applicable minimum dollar amount required under the Rule.
If the broken-dealer is computing its requirement under the basic method, the broker-dealer may not allow
its net capital to be lowered as the result of equity capital withdrawals and unsecured loans such that its
aggregate indebtedness would exceed 1,000 percent of its net capital. If the broker-dealer computes its
requirement under the alternative method, it may not allow its net capital to be reduced lower than 5 percent
of its aggregate debit items.

These early warning levels in the Rule are set at an amount above the minimum net capital requirement
of the broker-dealer. They are designed to provide the Commission and the self-regulatory organizations
a margin of safety in which to respond to the potential failure of a firm. These early warning levels restrict
the withdrawal of capital below the specified limits, although the Rule does not expressly restrict the broker-
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dealer from making other distributions of capital to its parent or affiliates. Despite these limitations, the early
warning levels of the Rule have generally provided an adequate cushion of net capital before a firm could be
considered to be in or approaching financial difficulty. This is particularly true in the case of a large retail firm
with a large customer business and little or no dealer business.

II. The Drexel Burnham Bankruptcy

Recent events have indicated that the existing early warning restrictions may not be sufficient to address
the problems that have arisen in connection with the development by many broker-dealers of large, complex
holding companies. The Division of Market Regulation in its October 1987 Market Break Report anticipated to

some degree the problems that might arise. 2 

The large investment banking firms generally are owned by holding companies that have other subsidiaries
engaging in unregulated securities-related or banking related activities. These unregulated entities attain
a degree of leverage and take credit risks regulated broker-dealers cannot. In some cases, the registered
broker-dealer's parent (without the broker-dealer's capital) or sister affiliates have significantly less capital
than the broker-dealer. Moreover, the Division believes that in many cases the creditors of those entities are
indirectly relying on the credit of the broker-dealer and the ability of the holding company to shift capital from

broker-dealer to the unregulated entity. 3 

A broker-dealer may be indirectly affected, however, by an insolvency of an affiliate or a parent. Broker-
dealers often need short-term financing. The failure of a related entity could have substantial effects on
the broker-dealer. In addition, management might seek ways to divert capital from the broker-dealer to the
extent permitted by the net capital rule. While this shift of assets would not, by itself, place a firm in net capital
violation, it could leave the firm more exposed to failure during volatile market conditions.

The recent bankruptcy of Drexel Burnham Lambert Group Inc. (“Drexel”), the holding company parent of the
broker-dealer Drexel Burnham Lambert, Inc. (“DBL”), underscores the need for amendments to the net capital
rule that will enable the Commission to control diversions of a broker-dealer's capital within an interlocking
financial services structure. In that case, Drexel had over $1 billion in commercial paper and other unsecured
short term borrowings. Unsecured borrowing, particularly, through the commercial paper market, is a common
financing technique used by many large broker-dealer holding companies. As a result of significant losses
and a decline in the rating of its commercial paper. Drexel found it more difficult to renew its short-term
borrowings. Drexel was then forced to look to the only liquid sources of capital in its assets - the excess net
capital of DBL and an affiliate government securities dealer.

In a period of approximately three weeks, and without the knowledge of the Commission or the New York
Stock Exchange Inc., (the “NYSE”) DBL's designated examining authority, approximately $220 million was
transferred to the holding company in the form of short term loans. This action occurred during a period in

which the default or financial problems of a number of issuers 3   had adversely impacted the liquidity and
pricing reliability in the high-yield securities market and raised difficulties in valuing a substantial portion of
the firm's portfolio of securities for purposes of determining capital compliance. Moreover, at the time the
Commission became aware of Drexel's financial dilemma. Drexel or its affiliates had more than $400 million in
short-term liabilities coming due in the next two weeks and an additional $330 million scheduled to mature in
the next month.

Prior to the chapter 11 bankruptcy filing by Drexel, the Commission advised Drexel and DBL of its concerns
regarding the substantial withdrawals of capital by Drexel from DBL and an affiliate government securities
dealer. In addition, the Division of Market Regulation sent a letter to DBL confirming its understanding
that DBL would not make any further loans to Drexel or its affiliates without prior consultation with the
Commission. This letter was followed by two letters from the NYSE which: Prohibited DBL from making any
loans or advances to any related entity without NYSE approval; increased DBL's haircuts on its high yield

inventory position; and prescribed a minimum net capital requirement for DBL of $150,000,000. 4 
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Had the Commission and the NYSE not intervened when they did. Drexel would have continued to withdraw
funds out of DBL and probably would have continued until the broker-dealer's early warning level was
reached. Especially in light of Drexel's precarious with respect to DBL's valuation of its high yield portfolio,
this would have created the risk that the broker-dealer's customers and its counterparties would have been
subjected to a liquidation under the Securities Investor Protection Act.

III. The Proposed Rule Amendments

The Commission proposes to address the potential for a holding company parent in financial difficulty
from withdrawing a substantial percentage of a broker-dealer's net capital in three different ways. First,
the Commission is concerned that the present early warning levels may not be sufficient for firms that
primarily do a dealer business. Because such a firm may have relatively few customer debits, the capital level
required under the alternative method may be relatively low, and it may not be related to the size or risk of its
dealer business. Haircuts provide an approximation of the risk in a dealer's proprietary securities positions.
Accordingly, the proposed amendments would establish a new early warning level for a dealer based on the
firm's proprietary securities positions. Accordingly, the proposed amendments would establish a new early
warning level for a dealer based on the firm's proprietary positions, as represented by the haircuts on those
positions. If a firm triggers the proposed new early warning level, that event will indicate to the Commission
that the firm's net capital is low in relation to the amount of the firm's securities positions. In such cases, no
capital should be removed from the firm to benefit insiders.

In order to assess the impact of the proposed early warning level on large broker-dealer subsidiaries of
holding companies, the Commission staff examined data provided by the staff of the NYSE which reflected
NYSE member financial data as of December 31, 1989. The proposed amendments would raise the
early warning level of twelve of the twenty largest NYSE member firms. These firms would have a total of
approximately $911 million in capital restricted from withdrawal by the proposed amendments, or an average
of $76 million per firm.

Additionally, twelve of the twenty NYSE member firms with the largest dollar amount of haircuts would be
affected by the proposed amendments. These firms would have approximately $940 million in additional
capital restricted from withdrawal. On average, each of these firms would have approximately $78 million
in capital per firm that would be subject to restrictions on withdrawal. The twenty NYSE firms that would be
most impacted by the proposed early warning level would have approximately $1 billion in additional capital
restricted from withdrawal, for an average of approximately $50 million per firm.

Based on this data, the Commission has preliminarily concluded that 30 percent of a firm's haircuts will
provide an adequate cushion of net capital to liquidate a firm's positions. If a firm reaches this early warning
level, regulatory authorities will be alerted to the need for increased surveillance of the firm and will be able to
take appropriate action. This action may include requiring a firm to reduce its securities positions.

Second, the proposed amendments would require a broker-dealer to notify the Commission and its
designated examining authority at least two business days before it intends to withdraw capital in certain
instances. This notification would be required only where the projected withdrawal, along with other
withdrawals over the preceding 30 days, would equal or exceed 20 percent of the firm's excess net capital,
or where 30 percent of the firm's excess net capital was withdrawn over the preceding 90 days. In order to
provide smaller broker-dealers flexibility to transfer funds in the ordinary course of business, the notification
requirement would not be triggered by aggregate withdrawals of less than $50,000. This exception would not
apply to limitation on withdrawals imposed by the other early warning levels.

Finally, the proposed amendments would also allow the Commission in extraordinary circumstances to
restrict any withdrawal of capital by insiders of the firm for a period of up to twenty business days at a time.
This discretionary authority could be used where the Commission believes that any withdrawal of capital may
be detrimental to the financial integrity of the broker-dealer or might unduly jeopardize the broker-dealer's
ability to pay its liabilities to customers or other creditors.
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The twenty business day period would enable the Commission and its staff to further examine the broker-
dealer's financial condition, net capital position and the risk exposure to the customers and creditors of
the broker-dealer. During this period the Commission, after considering the above and other factors, could
determine whether, under what circumstances, or in what amounts, withdrawals of net capital from the
broker-dealer should be allowed. To continue to restrict withdrawals, however, additional orders will have to
be issued by the Commission, each with a term of no more than twenty business days.

The Commission does not expect that this authority will be exercised except in those exceptional
circumstances where the Commission is concerned that the concentration or lack of liquidity of the assets
held by the dealer raise concerns about the firm's ability to liquidate, if necessary, in an orderly fashion.

IV. Request for Comment

The Commission requests comments on the proposed amendments. In particular, commentators are
requested to address the issue of whether the proposed amendments will improve the Commission's ability
to respond to serious financial and liquidity problems occurring in the holding company of a broker-dealer.
Comment is also invited on any potential adverse impact the proposed amendments may have on the
willingness of other corporate entities to invest in and to maintain substantial excess net capital in a broker-
dealer. Comment is also requested on the adequacy of the specific standards proposed, including, but
not limited to, the use of a 30 percent of haircuts test for limiting capital withdrawals and the provision that
exempts notification when the anticipated withdrawal is $50,000 or less.

With respect to the provision that would enable the Commission to restrict withdrawals of capital from
any particular broker-dealer, the Commission preliminarily believes that the execution of an order under
paragraph (e)(4) would fall within section 23(c) of the Securities Exchange Act and, in particular, 17 CFR
201.27 adopted thereunder. More specifically, Rule 201.27 would require the Commission to give prompt
notice to the broker-dealer in the event an order restricting a withdrawal of capital is issued. The Commission
requests comment on whether proposed paragraph (e)(4) raises issues under either section 23(a) of the
Securities Exchange Act or the Administrative Procedure Act.

In addition to requesting comment on the amendments proposed today, the Commission also requests
comment on whether additional amendments to the Commission's financial responsibility rules are
appropriate in light of the increased complexity of broker-dealer holding company structures and the higher
incidence of proprietary risks now taken by many broker-dealers. Specifically, the Commission requests
comment on the adequacy of the existing minimum capital levels for broker-dealers, in particular larger
broker-dealers that conduct a broad range of activities, both in the broker-dealer and in affiliated enterprises.
The Commission asks for alternative approaches to determining the appropriate required capital for large
firms in view of the large degree of leverage that those firms, particularly those that operate under the

alternative method, can attain. 5   Insofar as the deductions taken on the firm's securities positions represent
the Rule's general measurement of risk related to those positions, the Commission asks for comment
regarding whether the net capital Rule should provide for a required level of capital that is based on the
haircuts incurred by the firm on its positions.

V. Summary of Initial Regulatory Flexibility Analysis

The Commission has prepared an Initial Regulatory Flexibility Analysis (“IRFA”) in accordance with 5 U.S.C.
630 regarding the proposed amendments. The Analysis notes that the objective of the proposed amendments
is to further the purposes of the various financial responsibility rules which provided safeguards with respect
to financial responsibility and related practices of brokers and dealers. Smaller broker-dealers will generally
not be affected because the new early warning level will generally not be in excess of their present early
warning levels. Additionally, a firm may withdraw capital of up to $50,000 without notice if this withdrawal
would not pull the firm below other early warning levels. In sum, the Analysis states that the proposed
amendments would affect the ability of broker-dealers to distribute capital to related parties. The amendments

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

583

http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D23%28c%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D23%28a%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D23%28a%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


are designed to prevent insiders from withdrawing capital from the registered broker-dealer to benefit the
parent or its ultimate owners to the detriment of the creditors of the broker-dealer. A copy of the IRFA may be
obtained by contacting Roger G. Coffin, Division of Market Regulation, Securities and Exchange Commission,
450 Fifth Street, NW., Washington, DC, 20549, (202) 272-2396.

VI. Statutory Analysis

Pursuant to the Securities Exchange Act of 1934 and particularly sections 15(c)(3), 17 and 23 thereof, 15
U.S.C. 78o(c)(3), 78q and 78w, the Commission proposes to amend §240.15c3-1, of title 17 of the Code of
Federal Regulations in the manner set forth below.

VII. List of Subjects in 17 CFR Part 240

Reporting and recordkeeping requirements; Securities.

VIII. Text of the Proposed Amendments

In accordance with the foregoing, title 17, chapter II of the Code of Federal Regulations is proposed to be
amended as follows:

PART 240 - GENERAL RULES AND REGULATIONS, SECURITIES EXCHANGE ACT OF 1934

1. The authority citation for part 240 is amended by adding the following citation:

Authority: Sec. 23, 48 Stat. 901, as amended (15 U.S.C. 78w), * * *. §240.15c3-1 is also issued under secs.
15(c)(3), 15 U.S.C. 78o(c)(3).

2. By revising paragraph (e) to 240.15c3-1 as follows:

§240.15c3-1 Net capital requirements for brokers or dealers.

(e)

(1) Limitation on withdrawal of equity capital. No equity capital of the broker or dealer or a subsidiary or
affiliate consolidated pursuant to appendix C (17 CFR 240.15c3-1c) may be withdrawn by action of a
stockholder or a partner or by redemption or repurchase of shares of stock by any of the consolidated entities
or through the payment of dividends or any similar distribution, nor may any unsecured advance or loan be
made to a stockholder, partner, sole proprietor, employee or affiliate:

(i) Without prior written notice to the Commission in Washington, DC, to the regional office of the Commission
for the region in which the broker or dealer has its principal place of business, to the broker or dealer's
designated examining authority and to the Commodity Futures Trading Commission if such broker or dealer
is registered with such Commission, received at least two business days prior to the withdrawals, unsecured
advances or loans if those withdrawals, advances or loans in the aggregate exceed, in any 30 day period,
the greater of $50,000 or 20 percent of the broker or dealer's excess net capital or in any 90 day period, 30
percent of excess net capital; or

(ii) If after giving effect thereto and to any other such withdrawals, advances or loans and any Payments
of Payment Obligations (as defined in appendix D (17 CFR 240.15c3-1d) under satisfactory subordination
agreements which are scheduled to occur within 180 days following such withdrawal, advance or loan either:

(A) Aggregate indebtedness of any of the consolidated entities exceeds 1000 percent of its net capital; or

(B) Its net capital would be less than:

(1) 120 percent of the minimum dollar amount required by paragraph (a); or,

(2) 5 percent of aggregate debit items computed in accordance with 17 CFR 240.15c3-3a; or,
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(3) If registered as a futures commission merchant, 7 percent of the funds required to be segregated pursuant
to the Commodity Exchange Act and the regulations thereunder (less the market value of commodity options
purchased by option customers on or subject to the rules of a contract market, each such deduction not to
exceed the amount of funds in the option customer's account), if greater, or;

(4) 30 percent of deductions from net worth in computing net capital required by paragraph (c)(2)(vi) and
appendix A; or

(C) If the total outstanding principal amounts of satisfactory subordination agreements of a broker or dealer
consolidated pursuant to appendix C (17 CFR 240.15c3-1c) (other than such agreements which qualify as
equity under paragraph (d) of this section) would exceed 70% of the debt-equity total as defined in paragraph
(d).

(2) Excess net capital is that amount in excess of the amount required under paragraph (a). The term equity
capital includes capital contributions by partners, par or stated value of capital stock, paid-in capital in excess
of par retained earnings or other capital accounts. The term equity capital does not include securities in the
securities accounts of partners and balances in excess of their stated capital contributions.

(3) Paragraphs (e)(1) and (e)(2) shall not preclude a broker or dealer from making required tax payments or
preclude the payment to partners of reasonable compensation, and such payments shall not be included in
the calculation of withdrawals, advances, or loans for purposes of paragraph (e)(1)(i).

(4) The Commission may by order restrict, for a period up to twenty business days, any withdrawal by the
broker or dealer of equity capital or unsecured loan or advance to a stockholder, partner, sole proprietor,
employee of affiliate which the Commission believes may be detrimental to the financial integrity of the broker
or dealer or which may unduly jeopardize its ability to repay its customers claims or other liabilities of the
broker or dealer.

* * * * *

By the Commission.

Dated: August 15, 1990.

Jonathan G. Katz,

Secretary

[FR Doc. 90-19606 Filed 8-20-90; 8:45 am].

BILLING CODE 8010-01-M

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
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Footnotes

1  More specifically, the broker-dealer must maintain net capital in excess of 2 percent of its aggregate
debit items as computed in accordance with the Formula for determination of Reserve Requirement for
Brokers and Dealers contained in Securities Exchange Act Rule 15c3-3 (17 CFR 240.15c3-3).

2  See The October 1987 Market Break. A Report by the Division of Market Regulation of the U.S.
Securities and Exchange Commission, February 1988, pp 5-17, 5-18.

3  During 1989, 47 issuers defaulted or were involved in distressed exchange offers (i.e., an exchange
of an outstanding debt security for a security with a lower principal amount or a lower interest rate) on
approximately $7.3 billion in registered high-yield securities. For example, in June of 1989, Integrated
resources, a major issuer of high-yield securities, defaulted on $1 billion in commercial paper. In July
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1989, the Southmark Corporation filed for bankruptcy, and in September of that year, the Campeau
Corporation announced that it lacked sufficient cash to satisfy its debt obligations. In January of 1990,
the Campeau Corporation filed for protection from creditors under the federal bankruptcy laws. These
failures adversely impacted the high-yield market in two ways. First, secondary trading in high-yield
securities fell off sharply. Second, new transactions involving the issuance of high-yield securities began
to slow down, with a resultant decline in underwriting and related income.

3  During 1989, 47 issuers defaulted or were involved in distressed exchange offers (i.e., an exchange
of an outstanding debt security for a security with a lower principal amount or a lower interest rate) on
approximately $7.3 billion in registered high-yield securities. For example, in June of 1989, Integrated
resources, a major issuer of high-yield securities, defaulted on $1 billion in commercial paper. In July
1989, the Southmark Corporation filed for bankruptcy, and in September of that year, the Campeau
Corporation announced that it lacked sufficient cash to satisfy its debt obligations. In January of 1990,
the Campeau Corporation filed for protection from creditors under the federal bankruptcy laws. These
failures adversely impacted the high-yield market in two ways. First, secondary trading in high-yield
securities fell off sharply. Second, new transactions involving the issuance of high-yield securities began
to slow down, with a resultant decline in underwriting and related income.

4  The NYSE letters were predicated on NYSE Rule 325 and 326, which authorize the NYSE to require a
member firm to maintain net capital in an amount necessary to meet a firm's financial obligations, and
authorize the NYSE to prohibit a firm from advancing funds to its owners.

5  For example, immediately before Drexel declared bankruptcy, DBL's net capital requirement was
approximately $16 million, in addition to aggregate haircuts of approximately $900 million.
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September 20, 1990

  

Member Firm Regulation

PLEASE ROUTE TO MARGIN, CASHIER, COMPLIANCE, ACCOUNT TRANSFER (412) AND DATA PROCESSING
DEPARTMENTS

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF OPERATIONS OFFICERS/PARTNERS

SUBJECT: RULE 412/CUSTOMER AUTOMATED ACCOUNT TRANSFER SERVICE LIQUIDATIONS OF
MONEY MARKET FUNDS

The Exchange has received a number of inquiries relating to member organizations liquidating customers'
money market funds at the time a Transfer Instruction Form (TIF) is received, thereby creating a non-interest
bearing credit balance which remains in the customer's account until transfer. The Exchange believes that the
above practice is not consistent with Rule 412 and other rules dealing with good business practice. In order
for customers to be treated equitably, member organizations should liquidate money market funds as close to
the actual transfer settlement date as realistically possible.

Questions concerning this matter should be directed to Rudolph J. Schreiber at (212) 656-5226.

Salvatore Pallante

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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September 17, 1990

  

Member Firm Regulation

 TO: MEMBER ORGANIZATIONS

ATTENTION: MANAGING PARTNERS, CHIEF EXECUTIVE OFFICER, CHIEF FINANCIAL AND
OPERATIONS PARTNERS/OFFICERS AND CONTROLLER

SUBJECT: ELECTRONIC TRANSMISSION OF FOCUS REPORT DATA

In May of this year an Information Memo (90-18) was issued announcing that the Exchange was
implementing a program that required all member organizations to electronically transmit FOCUS Report
data.

At this point in time, the test period is completed and participation in the program for the electronic
transmission of FOCUS report Parts I, II, and IIA is mandatory for all member organizations subject to SEC
Rule 15c3-1, except floor brokers.

Currently, there are 165 firms that utilize electronic transmission and all member organizations will be
expected to file electronically by year-end.

Electronic transmission of FOCUS report data is accomplished by using personal computers (PC) and SIAC
developed software. The data entry component permits the member organization to enter and verify FOCUS
report data. The review facility runs standard FOCUS edit equations against the data to identify arithmetic and
cross-footing errors.

It should be noted that member organizations still must send the physical report to comply with statutory
requirements. However, future enhancements will enable member organizations to produce a facsimile of the
FOCUS Report directly off of the PC, thus eliminating duplicate typing.

If you have not as yet been contacted by SIAC you can expect to hear from a representative from their
service center within the next few weeks. At that time you will receive an NYSE FOCUS report package which
contains software diskettes, documentation, and instructions for installing the software package. The package
also includes a SIAC phone number to call for comments and questions.

It is the responsibility of each member organization to obtain the necessary hardware to enter and transmit
the FOCUS data electronically.

Questions concerning this memo may be directed to your Finance Coordinator.

Salvatore Pallante

Senior Vice President
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September 17, 1990

  

Member Firm Regulation

 TO: Members and Member Organizations

SUBJECT: ALTMAN BRENNER & WASSERMAN, INC.

As a result of financial difficulties, Altman Brenner & Wasserman, Inc. has voluntarily agreed to cease to do a
securities business.

Members and member organizations are advised to close out any outstanding transactions.

Any questions regarding this announcement may be directed to Salvatore Triolo at (212) 656-5246 or S.K.
Paul at (212) 656-8481.

Salvatore Pallante

Senior Vice President

Member Firm Regulation
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September 14, 1990

  

Market Surveillance

MOC ORDERS LIQUIDATING INDEX STRATEGIES MUST BE IN BY 3 PM SEE PAGES 3 and 4 FOR PROCEDURES

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Procedures for Handling Market-on-Close Orders on
September 21, 1990 (“Expiration Friday”)

Members and member organizations are reminded that auxiliary opening and closing procedures for
expiration Friday will be implemented on expiration-Friday, September 21, 1990, as indicated below. The
SEC has formally approved the extension of the pilot through November 1990.

The provisions of Rule 80A, regarding entry of index arbitrage orders when the Dow Jones Industrial Average
is up or down 50 points from its previous day's closing value, shall not apply to index arbitrage market-on-
close orders that are liquidating previously established stock positions against expiring derivative index
products. This exemption from Rule 80A applies only on each month's expiration Friday.

OPENING PROCEDURES

Several auxiliary procedures are necessary to integrate stock orders relating to expiring contracts into
NYSE's opening procedures in a manner that assures an efficient market opening in each stock as close to
9:30 a.m. as possible. The auxiliary opening procedures applicable on September 21, 1990 are:

Order Entry

Stock orders relating to index contracts whose settlement pricing is based upon the September 21, 1990
opening prices must be received by SuperDot or by the specialist by 9:00 a.m.

- These orders may be cancelled or reduced in size. 1 

- Stock orders relating to index contracts whose settlement pricing is not based upon the September 21
opening prices may be entered after 9:00 a.m.

To facilitate early order entry, SuperDot (1) will begin accepting orders at 7:30 a.m. and (2) will accept market
orders of 30,099 shares or less.

“Limit-at-the-opening” (“limit OPG”) orders are permitted, including delivery through Exchange systems.

- Ordinary limit orders may also be entered.

Order Identification

Stock orders relating to opening-price settling contracts must be identified “OPG.”

- Firms entering these orders through SuperDot, but unable to identify orders as “OPG”, may use a unique
branch code or firm identifier (mnemonic) to identify these orders. The NYSE Market Surveillance Division (11
Wall Street, 11th Floor) must be advised of the branch code or identifier by September 24, 1990.
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- Firms unable to identify these orders in either way, and firms not using SuperDot, must submit a list of all
these orders and related details to the NYSE Market Surveillance Division by September 24, 1990.

Dissemination of Order Imbalances

For any of the pilot stocks (list attached) having a market order imbalance of 50,000 shares or more at
9:00 a.m., the NYSE will disseminate the size of the order imbalance via the low-speed ticker and the news
services as promptly as practicable after 9:00 a.m.

Dissemination of Indications

Except for the auxiliary procedures described above, all stocks, including the pilot stocks, are subject to the
regular NYSE opening procedures, including price indications where a substantial price change is anticipated.
Dissemination of an indication is mandatory for an opening which will result in a price change constituting
the lesser of 10% or three points from the prior NYSE close, or five points if the previous close is $100 or
higher, unless the price change is less than one point. Fifteen minutes must elapse between a first indication
and a stock's opening. However, when more than one indication is necessary, a stock may open (1) five
minutes after the last indication when it overlaps the prior indication (e.g., 51 - 53 overlaps 50 - 52, but does
not overlap 53 - 55) and (2) ten minutes after the last indication when it does not overlap the prior indication,
provided that 15 minutes must have elapsed from the dissemination of the first indication.

PROCEDURES RELATING TO THE CLOSE

The quarterly, triple-expiration Friday procedures for market-on-close (“MOC”) orders are now used for each
monthly expiration. The Exchange has expanded the scope of applicable MOC orders to those relating to a
strategy involving any stock index futures, stock index options, or options on stock index futures, in the pilot
stocks. These procedures have been filed as a rule with the SEC.

In June 1989, the Exchange changed the cut-off time to 3:00 p.m. for the entry of MOC orders that relate to
a strategy including any stock index futures, stock index options or options on stock index futures in the pilot
stocks. These revised closing procedures will again be implemented with the September 21, 1990 expiration.

Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day an feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

Pilot Stocks

For the purpose of facilitating the publication of any significant order imbalance in one of the pilot stocks (see
attached list), you must as stated above, enter all MOC orders, in positions relating to a strategy involving any
stock index futures, stock index options, or options on stock index futures, by 3:00 p.m. eastern time. It should
be noted that, pursuant to Rule 13, an order for execution at the close may only be entered for execution at-
the-market; “limit-at-the-close” orders are not permitted.

As soon as possible after 3:00 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:00 p.m. in those pilot stocks. Additionally, as soon as possible after
3:30 p.m. the Exchange will again publish on the tape any imbalance of MOC orders of 50,000 shares or
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more that existed at 3:30 p.m. For those pilot stocks that had imbalance notices published at 3:00 p.m. and
there is no imbalance of 50,000 shares or more at 3:30 p.m., the Exchange will publish a “No Imbalance”
message. If a pilot stock does not have an imbalance message printed at 3:00 p.m., no MOC orders will
be permitted in that stock unless, at 3:30 p.m., due to cancellations, a 50,000 share or more imbalance is
published. If that occurs, MOC orders will be permitted to offset the imbalance published at 3:30 p.m. If a “No
Imbalance” notice is published in a pilot stock at 3:30 p.m., no MOC orders will be permitted. While MOC
orders previously entered may be cancelled or reduced in size, once such publication has been made, any
MOC orders subsequently entered will be accepted only to trade on the opposite side of the market in relation
to such published imbalance. The liquidation of positions relating to a strategy involving any stock index
futures, stock index options, or options on stock index futures using MOC orders entered after 3:00 p.m. is not
permitted, even if such orders might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:30 p.m. may not reflect the imbalance that exists at the close.

These procedures relate only to the pilot stocks. Regular procedures will apply to all other listed securities.

Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they may be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.” This printing at the close procedure has been extended to a daily procedure as of August 3, 1990.

“G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
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New York Stock Exchange regulations should be addressed, such as SEC Section 9(a)(2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
David Leibowitz at (212) 656-4588.

Arthur O. Harris

Vice President

                                       

Attachments

               

Expiration Friday Pilot Stocks - September 21, 1990

     ABT           ABBOTT LABORATORIES

     AXP           AMERICAN EXPRESS COMPANY

     AHP           AMERICAN HOME PRODUCTS CORPORATION

     AIG           AMERICAN INTERNATIONAL GROUP INC.

     T             AMERICAN TELEPHONE AND TELEGRAPH

     AIT           AMERITECH

     AN            AMOCO CORPORATION

     BUD           ANHEUSER BUSCH COMPANIES INC.

     ARC           ATLANTIC RICHFIELD COMPANY

     BEL           BELL ATLANTIC CORPORATION
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     BLS           BELL SOUTH CORPORATION

     BA            BOEING COMPANY

     BMY           BRISTOL MYERS COMPANY

     CHV           CHEVRON CORPORATION

     KO            COCA COLA COMPANY

     DOW           DOW CHEMICAL COMPANY

     DD            DU PONT COMPANY

     EK            EASTMAN KODAK COMPANY

     LLY           ELI LILLY AND COMPANY

     XON           EXXON CORPORATION

     F             FORD MOTOR COMPANY

     GE            GENERAL ELECTRIC COMPANY

     GM            GENERAL MOTORS CORPORATION

     GTE           GTE CORPORATION

     HWP           HEWLETT PACKARD COMPANY

     IBM           INTERNATIONAL BUSINESS MACHINES CORP.
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     IP            INTERNATIONAL PAPER COMPANY

     JNJ           JOHNSON AND JOHNSON

     MCD           MCDONALDS CORPORATION

     MRK           MERCK AND COMPANY INC.

     MMM           MINNESOTA MINING AND MANUFACTURING

     MOB           MOBIL CORPORATION

     MOT           MOTOROLA INC.

     NYN           NYNEX CORPORATION

     PAC           PACIFIC TELESIS GROUP

     PEP           PEPSICO INC.

     PFE           PFIZER INC.

     MO            PHILIP MORRIS COS. INC. HOLDING CO.

     PG            PROCTER AND GAMBLE COMPANY

     RD            ROYAL DUTCH PETROLEUM COMPANY

     SGP           SCHERING PLOUGH CORP.

     SLB           SCHLUMBERGER LTD.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

595

http://researchhelp.cch.com/License_Agreement.htm


     S             SEARS ROEBUCK AND COMPANY

     SBC           SOUTHWESTERN BELL CORPORATION

     TX            TEXACO INC.

     UN            UNILEVER N.V. ADRS

     USW           U.S. WEST INC.

     X             USX CORPORATION

     WMT           WAL MART STORES INC.

     DIS           WALT DISNEY COMPANY

     WMX           WASTE MANAGEMENT INC.

     WX            WESTINGHOUSE ELECTRIC

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of June 27, 1990,
and the 20 Major Market Index stocks.

MEMORANDUM

Date: September 7, 1990

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Opening and Market-on-Close (MOC) Orders

Openings

Q. Can “limit at the opening” (“limit OPG”) orders be entered in the stocks that are not among the
stocks included in the pilot?

A. “Limit OPG” orders are now permitted on expiration Friday. Unexecuted “limit OPG” orders are cancelled
after the opening transaction. “Limit-at-the-close” orders are not permitted at any time.

Q. When can specialists obtain an OARS status request?
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A. At any time after 7:30 a.m., in any stock. (Specialists should review OARS inquiry, freeze and opening
procedures to avoid problems.)

Q. Must specialists wait until 9:27 a.m. to start the ITS pre-opening application?

A. No. ITS Pre-Opening notifications may be issued beginning at 9:00 a.m.

Q. Are “G” orders to sell short at the market handled differently at the opening then at the close on
expiration day?

A. Yes, “G” short market orders are covered by two different procedures. At the opening they are handled as
they are on any other day. “G” short market orders must yield to all public limit orders at the lowest valid short
tick. At any higher price the “G” shorts need not yield. At the close, “G” market shorts must yield to all limit
orders at the sale price, even if that price is higher than the first valid short tick.

Q. How should specialists and Floor officials handle requests to “hold-the opening” in the pilot
stocks?

A. The Exchange has added auxiliary and early procedures with the express purpose of providing a prompt
opening in all stocks, not just the 50 pilot stocks. Brokers should be told to have their opening interest
represented by 9:30 a.m., and assuming adequate pricing information re: substantial disparity from the close,
all stocks should be opened as quickly after 9:30 as possible.

MOC Orders

Q. How do you determine the price at which to print the “stopped stock”?

A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

Q. If there was no MOC imbalance of 50,000 or more shares in a pilot stock at 3 p.m., but due to
MOC order cancellations, an imbalance of 50,000 or more shares exists at 3:30 p.m., should it be
disseminated?

A. Yes. Subsequently, contra side MOC orders may be entered.

Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

Example #1 200,000 buy MOC

50,000 sell MOC

50,000 sell plus MOC

25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000 - S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

Example #2 100,000 sell MOC

50,000 buy MOC

25,000 buy minus MOC

25,000 sell plus MOC
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In the example #2, the MOC imbalance is 50,000 to sell (S 100,000 - B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

Q. How are buy “minus” /sell “plus” Market-on-Close orders handled?

Example: Market 20 1/4- 1/2 - last sale 20 3/8

A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus order would
go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the other hand, if the
20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus order would go ahead of
the 20 1/2 limit sell orders on the book because it should be treated like a market order. Similarly, a market-
on-close buy minus order would be treated as a limit order if the last sale was on a “plus” or “zero plus”, going
behind any buy orders limited at 20 1/4. If the last sale was on a “minus” or “zero minus” tick, the market-on-
close buy minus order would be treated as a market order and executed ahead of 20 1/4 limit buy orders on
the book.

Q. Are limit at-the-close or MOC “short” at-the-close orders permitted?

A. Limit at-the-close orders, where a specific price is indicated, are not allowed. Firms may enter “short” MOC
orders.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.
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September 11, 1990

  

Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, INTERNAL AUDIT/COMPLIANCE
DEPARTMENT, LEGAL DEPARTMENT, REGISTRATION

SUBJECT: ADOPTION OF AMENDMENTS TO RULE 345, “EMPLOYEES - REGISTRATION, APPROVAL,
RECORDS”

On August 23, 1990, the Securities and Exchange Commission approved amendments to Exchange Rule
345 (See Securities Exchange Act Release No. 34-28367). A copy of the amendments is attached as Exhibit
A. The significant areas of change are discussed below.

Rule 345.17 - Termination of Employment

Under Rule 345.17 members and member organizations are required to submit a Form U-5 (Uniform
Termination Notice of Securities Industry Registration) to the Exchange, or its agent, whenever the
employment of any registered person is terminated. The Form U-5 must be filed no later than thirty (30) days
following the termination.

The amendments to Rule 345.17 require members and member organizations to provide a copy of the
Form U-5 to a terminated person at the same time the termination notice is submitted to the Exchange.
The amended rule also requires members and member organizations to file an amended Form U-5 with the
Exchange, and provide a copy to the terminated person, whenever the member or member organization
learns of facts and circumstances that cause the original Form U-5 to become incomplete or inaccurate. The
amended Form U-5 must be filed with the Exchange and provided to the terminated person no later than thirty
(30) days after the member or member organization learns of the facts or circumstances giving rise to the
amendment.

Rule 345.11 - Investigation and Records

Rule 345.11 requires members and member organizations to thoroughly investigate the previous records
of prospective employees. The amendment to the rule requires such investigations to include, in instances
where an applicant has been previously registered, a review of the most recent Form U-5. The amended rule
requires the member or member organization to obtain from an applicant, where applicable, a copy of his
or her Form U-5 filed by the most recent employer. The Form U-5 must be requested from any person who
was previously registered with the Exchange or other self-regulatory organization that requires its members
to provide a copy of the Form U-5 to its terminated registered persons. The member or member organization
is required to obtain the Form U-5 no later than sixty (60) days after the applicant files for registration, or the
member or member organization must demonstrate to the Exchange that it has made reasonable efforts to
comply with this requirement.

Additionally, the amended rule provides that a registration applicant who receives a request for a copy of his
or her Form U-5 from a member or member organization employer pursuant to this rule, and has received a
copy of the Form U-5 from his or her former employer, must provide such copy within two (2) business days
of the request. If the former employer has not provided the Form U-5 to the applicant, the applicant must
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promptly request it from the former employer and supply it to the requesting member or member organization
within two (2) days of receiving it. Any subsequent amendments to the Form U-5 must also be provided to the
requesting member or member organization.

The amendments to Rule 345 will allow terminated persons to have access to information reported on the
Form U-5 in order to check its accuracy and completeness and to allow the terminated person an opportunity
to express any comments with respect to the information contained therein to the subsequent employer.
Additionally, the Exchange believes that the circumstances of termination, as disclosed on the Form U-5, are
relevant to the hiring decision and, accordingly, should be available to members and member organizations
for that purpose.

Any questions relating to the amendments to Rule 345 may be directed to Mary Anne Furlong at
(212)656-4823 or Patricia Dorilio at (212)656-2744.

Salvatore Pallante

Vice President

Exhibit A

New language is underscored

Deletions are [bracketed]

Rule 345 (Employees - Registration, Approval, Records)

* * * *

.11 Investigation and Records. -

(a) Members and member organizations shall thoroughly investigate the previous record of persons whom
they contemplate employing including, (1) persons required to be registered with the Exchange, (2) persons
who regularly handle or process securities or monies or maintain the books and records relating to securities
or monies and (3) persons having direct supervisory responsibility over persons engaged in the activities
referred to in (1) and (2) above who are not otherwise required to be registered.

Investigatory requirements for persons required to be registered with the Exchange (referred to in (a)
(1) above) shall be satisfied when the member or member organization fulfills its obligation to verify the
information contained in the Uniform Application for Securities Industry Registration or Transfer (Form U-4)
and reviews the most recent Form U-5, as described below, if applicable.

In addition, a member or member organization shall obtain from an applicant, if applicable, a copy of his
or her Uniform Termination Notice of Securities Industry Registration (Form U-5) and any amendments
filed thereto, by the most recent employer. A member or member organization shall request said Form U-5
from any person who was previously registered with the Exchange or other self-regulatory organization that
requires its members to provide a copy of Form U-5 to its terminated registered persons. (See also Rule
345.17.)

The member or member organization shall obtain said Form U-5 no later than sixty (60) days following the
filing of the application for registration or demonstrate to the Exchange that it has made reasonable efforts
to comply with the requirement. A member or member organization receiving a Form U-5 pursuant to this
provision shall review the Form U-5 and any amendment thereto as part of its investigatory process and shall
take such action as may be deemed appropriate.

Investigatory requirements pertaining to persons specified in (a)(2) and (3) above shall be satisfied if a
member or member organization verifies the information obtained pursuant to paragraph (c)[(b)] below.
Notwithstanding the above, further inquiry shall be made where appropriate in light of background information
developed, the position for which the person is being considered or other circumstances. Investigation and
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verification shall be done by a member, allied member or person designated under the provisions of Rule
342(b)(1).

(b) Any applicant for registration who receives a request for a copy of his or her Form U-5 from a member or
member organization pursuant to (a) above shall provide such copy to the member or member organization
within two (2) business days of the request if the Form U-5 has been provided to such person by his or
her former employer. If an employer has failed to provide the Form U-5 to the applicant for registration,
such Person shall promptly request the Form U-5, and shall provide it to the requesting member or
member organization within two (2) business days of receipt thereof. The applicant shall promptly provide
any subsequent amendments to a Form U-5 he or she receives to the requesting member or member
organization.

(c) [(b)] members and member organizations are reminded to obtain and keep on file all information required
under Rule 17a-3(a)(12) of the Securities Exchange Act of 1934 for persons included within the definition of
“associated person” pursuant to Rule 17a-3(a)(12)(ii). In addition, the Exchange requires that a record be kept
of whether a bonding company has ever denied or revoked, or paid out on any bond because of such person.

If an employee is registered with the Exchange, a duplicated copy of Form U-4 signed by an authorized
person shall satisfy all the recordkeeping requirements of this paragraph.

* * * *

.17 Termination of employment. -

(a) The discharge or termination of employment of any registered person together with the reasons thereof,
shall be reported promptly, but in any event not later than thirty days following termination, to the Exchange
on a U-5 Form. (See .18 - Filing With Agent.) A copy of said termination notice shall be provided concurrently
to the person whose association has been terminated.

(b) The member or member organization shall provide written notification to the Exchange by means of an
amendment to Form U-5, filed pursuant to paragraph (a) above, in the event that the member or member
organization learns of facts or circumstances causing any information set forth in said notice to become
inaccurate or incomplete. Such amendment shall be filed with the Exchange and provided to the person
whose association has been terminated not later than thirty days after the member or member organization
learns of the facts or circumstances giving rise to the amendment.
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August 27, 1990

  

Market Surveillance

 TO: Members and Member Organizations and Options Trading Right Holders

SUBJECT: Rule 758 Bid-Ask Differentials

The Securities and Exchange Commission recently approved changes to Exchange Rule 758(b)(i)(C)(1)
concerning the bid-ask spread requirements for options quotes by Competitive Options Traders. The changes
also apply to the options specialists when bidding and/or offering for their own accounts. The new differentials
follow:

  When the Prevailing                    Bid/Ask Differential

  Bid is:                                No Greater Than:

  Less than $2                           1/4 Point

  $2 or More, but does                   3/8 Point

  not exceed $5

  More than $5, but does                 1/2 Point

  not exceed $10

  More than $10, but does                3/4 Point

  not exceed $20

  More than $20                          1 Point

Additionally, if the bid/ask differential in the security underlying any in-the-money option series is greater than
the bid/ask differential specified above, the permissible differential for such series shall be identical to that in
the underlying security market.
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Rule 758, as amended, is attached. Any questions regarding this memorandum may be directed to Mr.
Joseph Dorilio at (212) 656-6197.

Robert J. McSweeney

Senior Vice President

Attachment

Additions underscored

Deletions [bracketed]

Rule 758

(a) - No Change.

(b)

(i) While on the Floor, no Competitive options Trader shall initiate an Exchange transaction in a kind of option
in which he is registered for any account in which he has an interest except in accordance with the following
provisions as applied to each kind of option in which he is registered:

(A) through (B) - No change.

(C) A Competitive options Trader, whenever he enters the trading crowd in other than a floor brokerage
capacity or is called upon by a Floor Official or a Floor Broker acting in an agency capacity, shall engage, to a
reasonable degree under the circumstances, in dealings for his own account when there exists a lack of price
continuity, a temporary disparity between the supply of and demand for option contracts of a particular series
or a temporary distortion of the price relationships. between option contracts of the same class. Without
limiting the generality of the foregoing, a Competitive Options Trader is expected to perform the following
activities in the course of contributing to the maintenance of a fair and orderly market:

(1) Bidding and/or offering so as to create differentials of no more than 1/4 of $1 between the bid and the
offer for each option contract for which the prevailing bid is [last preceding transaction price was] less than
$2 [$1], no more than 3/8 of $1 where the prevailing bid is [last preceding transaction price was] $2 [$1] or
more but does not exceed [less than] $5, no more than 1/2 of $1 where the prevailing bid is [last preceding
transaction price was $5 or] more than $5 but does not exceed [less than] $10, no more than 3/4 of $1 where
the prevailing bid is [last preceding transaction price was $10 or] more than $10 but does not exceed [less
than] $20 and no more than $1 where the prevailing bid is more than [last preceding transaction price was]
$20 [or more). If the bid/ask differential in the security underlying any in-the-money option series is greater
than the bid/ask differential specified herein, the permissible differential for such series shall be identical to
that in the underlying security market.

(b)(i)(C)(2) through Supplementary Material .85 - No change.
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August 24, 1990

  

Member Firm Regulation

 TO: Members and Member Organizations

SUBJECT: John Peter Corea

Effective August 24, 1990 and pursuant to Rule 475(b)(ii), the Exchange summarily suspended the member.

Members and member organizations are advised to close out any outstanding transactions.

Any questions regarding this memo should be directed to John Senkewich (212) 656-6062 or Robert Nofi
(212) 656-6545.

Salvatore Pallante

Member Firm Regulation
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August 10, 1990

  

Market Surveillance

MOC ORDERS LIQUIDATING INDEX STRATEGIES MUST BE IN BY 3 PM SEE PAGES 1 and 2 FOR PROCEDURES

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Procedures for Handling Market-on-Close Orders on August 17, 1990 (“Expiration Friday”)

Members and member organizations are reminded that the closing procedures for expiration Friday will again
be implemented on expiration Friday, August 17, 1990, as indicated below. The SEC has formally approved
the extension of the pilot through November 1990.

PROCEDURES RELATING TO THE CLOSE

The quarterly, triple-expiration Friday procedures for market-on-close (“MOC”) orders are now used for each
monthly expiration. The Exchange has expanded the scope of applicable MOC orders to those relating to a
strategy involving any stock index futures, stock index options, or options on stock index futures, in the pilot
stocks. These procedures have been filed as a rule with the SEC.

In June 1989, the Exchange changed the cut-off time to 3:00 p.m. for the entry of MOC orders that relate to
a strategy including any stock index futures, stock index options or options on stock index futures in the pilot
stocks. These revised closing procedures will again be implemented with the August 17, 1990 expiration.

Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

Pilot Stocks

For the purpose of facilitating the publication of any significant order imbalance in one of the pilot stocks (see
attached list), you must as stated above, enter all MOC orders, in positions relating to a strategy involving any
stock index futures, stock index options, or options on stock index futures, by 3:00 p.m. eastern time. It should
be noted that, pursuant to Rule 13, an order for execution at the close may only be entered for execution at-
the-market; “limit-at-the-close” orders are not permitted.

As soon as possible after 3:00 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:00 p.m. in those pilot stocks. Additionally, as soon as possible after
3:30 p.m. the Exchange will again publish on the tape any imbalance of MOC orders of 50,000 shares or
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more that existed at 3:30 p.m. For those pilot stocks that had imbalance notices published at 3:00 p.m. and
there is no imbalance of 50,000 shares or more at 3:30 p.m., the Exchange will publish a “No Imbalance”
message. If a pilot stock does not have an imbalance message printed at 3:00 p.m., no MOC orders will
be permitted in that stock unless, at 3:30 p.m., due to cancellations, a 50,000 share or more imbalance is
published. If that occurs, MOC orders will be permitted to offset the imbalance published at 3:30 p.m. If a “No
Imbalance” notice is published in a pilot stock at 3:30 p.m., no MOC orders will be permitted. While MOC
orders previously entered may be cancelled or reduced in size, once such publication has been made, any
MOC orders subsequently entered will be accepted only to trade on the opposite side of the market in relation
to such published imbalance. The liquidation of positions relating to a strategy involving any stock index
futures, stock index options, or options on stock index futures using MOC orders entered after 3:00 p.m. is not
permitted, even if such orders might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:30 p.m. may not reflect the imbalance that exists at the close.

These procedures relate only to the pilot stocks. Regular procedures will apply to all other listed securities.

Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they may be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.” This printing at the close procedure has been extended to a daily procedure as of August 3, 1990.

“G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
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New York Stock Exchange regulations should be addressed, such as SEC Section 9(a)(2) of the Securities
Exchange Act and Rules 10a-1, 10b-5, as well as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
David Leibowitz at (212) 656-4588.

Robert J. McSweeney

Senior Vice President

                                 

Attachments

               

Expiration Friday Pilot Stocks - August 17, 1990

ABT              ABBOTT LABORATORIES

AXP              AMERICAN EXPRESS COMPANY

AHP              AMERICAN HOME PRODUCTS CORPORATION

AIG              AMERICAN INTERNATIONAL GROUP INC.

T                AMERICAN TELEPHONE AND TELEGRAPH

AIT              AMERITECH

AN               AMOCO CORPORATION

BUD              ANHEUSER BUSCH COMPANIES INC.

ARC              ATLANTIC RICHFIELD COMPANY

BEL              BELL ATLANTIC CORPORATION
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BLS              BELL SOUTH CORPORATION

BA               BOEING COMPANY

BMY              BRISTOL MYERS COMPANY

CHV              CHEVRON CORPORATION

KO               COCA COLA COMPANY

DOW              DOW CHEMICAL COMPANY

DD               DU PONT COMPANY

EX               EASTMAN KODAK COMPANY

LLY              ELI LILLY AND COMPANY

XON              EXXON CORPORATION

F                FORD MOTOR COMPANY

GE               GENERAL ELECTRIC COMPANY

GM               GENERAL MOTORS CORPORATION

GTE              GTE CORPORATION

HWP              HEWLETT PACKARD COMPANY

IBM              INTERNATIONAL BUSINESS MACHINES CORP.
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IP               INTERNATIONAL PAPER COMPANY

JNJ              JOHNSON AND JOHNSON

MCD              MCDONALDS CORPORATION

MRK              MERCK AND COMPANY INC.

MMM              MINNESOTA MINING AND MANUFACTURING

MOB              MOBIL CORPORATION

MOT              MOTOROLA INC.

NYN              NYNEX CORPORATION

PAC              PACIFIC TELESIS GROUP

PEP              PEPSICO INC.

PFE              PFIZER INC.

MO               PHILIP MORRIS COS. INC. HOLDING CO.

PG               PROCTER AND GAMBLE COMPANY

RD               ROYAL DUTCH PETROLEUM COMPANY

SGP              SCHERING PLOUGH CORP.

SLB              SCHLUMBERGER LTD.
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S                SEARS ROEBUCK AND COMPANY

SBC              SOUTHWESTERN BELL CORPORATION

TX               TEXACO INC.

UN               UNILEVER N.V. ADRS

USW              U.S. WEST INC.

X                USX CORPORATION

WMT              WAL MART STORES INC.

DIS              WALT DISNEY COMPANY

WMX              WASTE MANAGEMENT INC.

WX               WESTINGHOUSE ELECTRIC

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of June 27, 1990,
and the 20 Major Market Index stocks.

MEMORANDUM

Date: August 16, 1990

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) Orders

MOC Orders

Q. How do you determine the price at which to print the “stopped stock”?

A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.
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Q. If there was no MOC imbalance of 50,000 or more shares in a pilot stock at 3 p.m., but due to
MOC order cancellations, an imbalance of 50,006 or more shares exists at 3:30 p.m., should it be
disseminated?

A. Yes. Subsequently, contra side MOC orders may be entered.

Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

Example #1 200,000 buy MOC

50,000 sell MOC

50,000 sell plus MOC

25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000 - S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

Example #2 100,000 sell MOC

50,000 buy MOC

25,000 buy minus MOC

25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000 - B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4- 1/2 - last sale 20 3/8

A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus order would
go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the other hand, if the
20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus order would go ahead of
the 20 1/2 limit sell orders on the book because it should be treated like a market order. Similarly, a market-
on-close buy minus order would be treated as a limit order if the last sale was on a “plus” or “zero plus”, going
behind any buy orders limited at 20 1/4. If the last sale was on a “minus” or “zero minus” tick, the market-on-
close buy minus order would be treated as a market order and executed ahead of 20 1/4 limit buy orders on
the book.

Q. Are limit at-the-close or MOC “short” at-the-close orders permitted?

A. Limit at-the-close orders, where a specific price is indicated, are not allowed. Firms may enter “short” MOC
orders.
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August 2, 1990

  

Market Surveillance

 TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Correction to Attachment of Information Memo 90-33

Please substitute the attached Exhibit for the one issued with Information Memo 90-33 regarding
amendments to Rule 80A. Errors in production required corrections to paragraphs (g) and (f) of the original
attachment. There is no change to the text of the Information Memo.

Robert J. McSweeney

Senior Vice President

Exhibit A

Additions underscored

Limitations on Trading During Significant Market Declines

Rule 80A

(a)

(i) If, during any trading day, the price of the primary Standard and Poor's 500 Stock Price Index futures

contract traded on the Chicago Mercantile Exchange (“S&P 500 futures”) 1   reaches a value 12 points below
the S&P 500 future's closing value on the previous trading day (the “trigger value”), for the next five minutes
market orders involving program trading in each of the stocks underlying the S&P 500 futures entered into the
Exchange's automated order-routing facilities shall be routed to a separate file for each such stock. Buy and
sell orders for each stock will be paired in the file to determine the extent of the order imbalance, if any.

(ii) Five minutes after the price of the S&P 500 futures reaches the trigger value, the orders in the program
trading file for each stock, and the order imbalance, if any, shall be reported to the specialist in the stock and
the orders shall be eligible for execution; provided, however, that trading in a stock on the Exchange shall halt
if there is not sufficient trading interest on the Exchange to allow for an orderly execution of a transaction in
the stock.

(b) Whenever the price of the S&P 500 futures reaches the trigger value, no member or member organization
shall enter any stop order or stop limit order for the remainder of the trading day except that a member or
member organization may enter a stop order or a stop limit order of 2,099 shares or less for the account of an
individual investor pursuant to instructions received directly from the individual investor.

(c) On any day when the Dow Jones Industrial Average 2   has advanced by 50 points or more from its
closing value on the previous trading day, all index arbitrage orders to buy any component stock of the
S&P 500 Stock Price Index must be entered with the instruction “buy minus”. If, on that day, the Dow Jones
Industrial Average subsequently reaches a value that is 25 points or less above the closing value on the
previous trading day, this requirement shall not apply. This principle shall govern the imposition and removal
of the buy minus requirement as to all subsequent movements in the Dow Jones Industrial Average on that
day. On any day when the Dow Jones Industrial Average has declined by 50 points or more from its closing
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value on the previous day, all index arbitrage orders to sell must be entered with the instruction “sell plus”. If,
on that day, the Dow Jones Industrial Average subsequently reaches a value that is 25 points or less below
the closing value on the previous trading day, this requirement shall not apply. This principle shall govern
the imposition and removal of the sell plus requirement as to all subsequent movements in the Dow Jones
Industrial Average on that day. All orders containing the instruction buy minus or sell plus shall be executed
as provided in Rule 13.

(d) On any day when the Dow Jones Industrial Average has advanced by 50 points of more from its closing
value on the previous trading day, no transaction to buy a basket of stocks may be effected at a price which
is equal to or greater than the aggregate Tier 1 offer (as defined in Rule 803 (e)) or the cash equivalent. If, on
that day, the Dow Jones Industrial Average subsequently reaches a value that is 25 points or less above the
closing value on the previous trading day, this restriction regarding the purchase of a basket of stocks shall
not apply. This principle shall govern the imposition and removal of the restriction regarding the purchase
of a basket of stocks as to all subsequent movements in the Dow Jones Industrial Average on that day. On
any day when the Dow Jones Industrial Average has declined by 50 points or more from its closing value on
the previous trading day, no transaction to sell a basket of stocks may be effected at a price which is equal
to or less than the aggregate Tier 1 bid (as defined in Rule 803(e)) or the cash equivalent. If, on that day,
the Dow Jones Industrial Average subsequently reaches a value that is 25 points or less below the closing
value on the previous trading day, this restriction regarding the sale of a basket of stocks shall not apply. This
principle shall govern the imposition and removal of the restriction regarding the sale of basket of stocks as to
all subsequent movements in the Dow Jones Industrial Average on that day. For purposes of this paragraph
(d), the term “basket” shall have the definition contained in Rule 800(b)(iii).

(e) For the purposes of this Rule 80A,

(i) “program trading” means either (A) index arbitrage or (B) any trading strategy involving the related
purchase or sale of a “basket” or group of 15 or more stocks having a total market value of $1 million or
more. Program trading includes the purchases or sales of stocks that are part of a coordinated trading
strategy, even if the purchases or sales are neither entered or executed contemporaneously, nor part of a
trading strategy involving options or futures contracts on an index stock group, or options on any such futures
contracts, or otherwise relating to a stock market index;

(ii) “index arbitrage” means an arbitrage trading strategy involving the purchase or sale of a “basket” or group
of stocks in conjunction with the purchase or sale, or intended purchase or sale, of one or more cash-settled
options or futures contracts on index stock groups, or options on any such futures contracts (collectively,
“derivative index products”), in an attempt to profit by the price difference between the “basket” or group of
stocks and the derivative index products. While the purchase or sale of the stocks must be in conjunction with
the purchase or sale of derivative index products, the transactions need not be executed contemporaneously
to be considered index arbitrage; and

(iii) “account of an individual investor” means an account covered by Section 11(a)(1)(E) of the Securities
Exchange Act of 1934.

(f) The provisions of paragraphs (a) and (b) of Rule 80A shall not apply during the last 35 minutes of a trading
day.

… Supplementary Material:

.10 When determining the priority of bids and offers pursuant to Rule 72, the orders in the program trading file
reported to the specialist pursuant to paragraph (c) shall be considered as entered on the Exchange at the
time the orders are reported to the specialist.

.20 The reopening of trading following any trading halt shall be conducted pursuant to procedures adopted by
the Exchange and communicated by notice to its members and member organizations.
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.30 Nothing in this Rule 80A shall be construed to limit the ability of the Exchange to otherwise halt or
suspend the trading in any stock or stocks pursuant to any other Exchange rule or policy.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  "Standard and Poor's 500 Stock Price Index" and "S & P 500" are service marks of Standard and Poor's
Corporation.

2  Dow Jones Industrial Average” is a service mark of Dow Jones & Co., Inc.
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August 1, 1990

  

Market Surveillance

 TO: All Members and Member Organizations

SUBJECT: Revised Procedures for Handling Market-On-Close Orders

The Securities and Exchange Commission (SEC) recently approved, on a one-year pilot basis, several rule
changes which modify the Exchange's procedures for executing market-on-close (MOC) orders. These rule
changes, which will be effective on August 3, 1990:

•Extend the pricing procedures used for market-on-close orders on “expiration ridays” to every trading day;
and

•Provide that a market-on-close order is to be executed in its entirety and, if not so executed due to a trading
halt or by its terms, e.g., buy minus or sell plus, the order will be cancelled.

The SEC has given an exemption from the “tick” restrictions of the short sale rules, Rule 10a-1 under the
Securities Exchange Act and Exchange Rule 440B, for an MOC order to sell when the order is paired with an
off-setting MOC order to buy and is part of a program trading strategy as defined by Exchange Rule 80A. The
exemption was granted based on paired orders being “market neutral” in terms of price impact.

The new procedures for handling market-on-close orders do not, however, supersede the requirements in the
ITS rules to satisfy better-priced ITS bids or offers at the close.

The modified pricing procedures are contained in amendments to Exchange Rules 13, 116.40 and 123A.43
and are attached hereto as Exhibit A.

The revised procedures will expand the pricing procedures utilized on “expiration Fridays” by requiring that
where there is an imbalance of MOC orders, the imbalance must be executed against the prevailing bid
or offer on the Exchange at the close of trading (imbalance of buy orders executed against the offer; an
imbalance of sell orders executed against the bid).

The remaining buy and sell MOC orders would then be paired off at the price at which the imbalance was
executed. Where the total number of buy MOC orders in a stock equals the total number of sell MOC orders,
the orders should be stopped against each other and paired-off at the price of the last sale on the Exchange
just prior to the close of trading. These pair-off transactions described above, as well as pair-off transactions
for order imbalances, will be reported to the Consolidated Tape as “stopped stock.”

Members and member organizations are encouraged to submit market-on-close orders prior to 3:45 p.m.
The Exchange will disseminate order imbalances of 50,000 shares or more as soon as practicable after 3:45
p.m. for the stocks that are currently identified as “Expiration Friday Pilot Stocks” (see attached list). However,
unlike “expiration Fridays”, there will be no restrictions precluding the entry of market-on-close orders after
3:45 p.m. Also, unlike “expiration Fridays”, there is no restriction against entering orders on the same side of
the market as the imbalance in any stock.

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety of
the at-the-close instruction.
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Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Rules 9a-2, 10a-1, 10b-5, as well
as the margin and capital rules.

Any questions you may have regarding this memo may be directed to Mr. Arthur Harris at (212) 656-6884 or
Mr. David Leibowitz at (212) 656-4588.

Robert J. McSweeney

Senior Vice President

Exhibit A

Additions underscored;

Deletions [bracketed]

Definitions of Orders

Rule 13.

* * *

At the Close Order

A market order which is to be executed [at or as near to the close as practicable] in its entirety at the closing
price, on the Exchange, of the stock named in the order. and if not so executed, is to be treated as cancelled.

* * *

“Stop” Constitutes Guarantee

Rule 116.

* * *

.40 “Stopping” stock on market-at-the-close orders [on the last business day prior to options and futures
contracts expiration/settlement dates] - Notwithstanding any provision of this Rule or of any other Exchange
Rule to the contrary, a member [may] shall execute market-at-the-close orders in a stock [received on the
last business day prior to (i) the expiration of a listed option contract on a stock index which includes such
stock; and (ii) the settlement date of a listed futures contract on a stock index which includes such stock,] as
provided below, where the member is holding simultaneously both buy and sell market-at-the close orders.

(A) where there is an imbalance between the buy and sell market-at-the-close orders, the member [may]
shall, at the close of trading on the Exchange in that stock on that day, execute the imbalance against the
prevailing bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed
against the offer. An imbalance of sell orders would be executed against the bid.) The member [may]
shall then stop the remaining buy and sell orders against each other and pair then off at the price of the
immediately preceding sale described above. The “pair off” transaction shall be reported to the consolidated
last sale reporting system as “stopped stock”.

(B) Where the aggregate size of the buy market-at-the-close orders equals the aggregate size of the sell
market-at-the-close orders, the buy orders and sell orders [may] shall be stopped against each other and
paired-off at the price of the last sale of the Exchange just prior to the close of trading in that stock on that
day. The transaction shall be reported to the consolidated last sale reporting system as “stopped stock”.

* * *

Miscellaneous Requirements
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Rule 123A.

* * *

.43 At the close orders. - [The acceptance of an “at the close” order by a broker does not make him
responsible for an execution at the closing price.] A broker handling an “at the close” order is to use due
diligence to execute the order in its entirety at the closing price, on the Exchange, of the stock named in the
order, and if the order cannot be so executed, it is to be cancelled. (See also Rules 13 and 116.40.)

                   

Expiration Friday Pilot Stocks

ABT           ABBOTT LABORATORIES

AXP           AMERICAN EXPRESS COMPANY

AHP           AMERICAN HOME PRODUCTS CORPORATION

AIG           AMERICAN INTERNATIONAL GROUP INC.

T             AMERICAN TELEPHONE AND TELEGRAPH

AIT           AMERITECH

AN            AMOCO CORPORATION

BUD           ANHEUSER BUSCH COMPANIES INC.

ARC           ATLANTIC RICHFIELD,COMPANY

BEL           BELL ATLANTIC CORPORATION

BLS           BELL SOUTH CORPORATION

BA            BOEING COMPANY
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BMY           BRISTOL MYERS COMPANY

CHV           CHEVRON CORPORATION

KO            COCA COLA COMPANY

DOW           DOW CHEMICAL COMPANY

DD            DU PONT COMPANY

EK            EASTMAN KODAK COMPANY

LLY           ELI LILLY AND COMPANY

XON           EXXON CORPORATION

F             FORD MOTOR COMPANY

GE            GENERAL ELECTRIC COMPANY

GM            GENERAL MOTORS CORPORATION

GTE           GTE CORPORATION

HWP           HEWLETT PACKARD COMPANY

IBM           INTERNATIONAL BUSINESS MACHINES CORP.

IP            INTERNATIONAL PAPER COMPANY

JNJ           JOHNSON AND JOHNSON
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MCD           MCDONALDS CORPORATION

MRK           MERCK AND COMPANY INC.

MMM           MINNESOTA MINING AND MANUFACTURING

MOB           MOBIL CORPORATION

*MOT          MOTOROLA INC.

NYN           NYNEX CORPORATION

PAC           PACIFIC TELESIS GROUP

PEP           PEPSICO INC.

PFE           PFIZER INC.

MO            PHILIP MORRIS COS. INC. HOLDING CO.

PG            PROCTER AND GAMBLE COMPANY

RD            ROYAL DUTCH PETROLEUM COMPANY

*SGP          SCHERING PLOUGH CORP.

SLB           SCHLUMBERGER LTD.

S             SEARS ROEBUCK AND COMPANY

SBC           SOUTHWESTERN BELL CORPORATION
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TX            TEXACO INC.

UN            UNILEVER N.V. ADRS

USW           U.S. WEST INC.

X             USX CORPORATION

WMT           WAL MART STORES INC.

DIS           WALT DISNEY COMPANY

WMX           WASTE MANAGEMENT INC.

WX            WESTINGHOUSE ELECTRIC

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of June 27, 1990,
and the 20 Major Market Index stocks. The indicated (*) stocks have been added to the list and CCB and
DEC have been deleted.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

620

http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 90-33

Click to open document in a browser

July 31, 1990

  

Market Surveillance

 TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Execution of Index Arbitrage and “Basket” Orders When The Dow Jones Industrial Average Is Up
Or Down 50 Points

The Securities and Exchange Commission has approved amendments to Exchange Rule 80A to minimize
excess market volatility that may be associated with index arbitrage activity (as defined in the rule) and basket
trading in the Exchange Stock Portfolio (“ESP”) Service during periods of significant movement in the Dow
Jones Industrial Average (“DJIA”). The new provisions are effective immediately on a one-year pilot basis,
and are incorporated in annexed Exhibit A.

New Rule 80A Procedures

The changes to Rule 80A (Limitations on Trading During Significant Market Declines) require the following:

•on a day that the DJIA declines by 50 points or more from its closing value on the previous trading day, all
index arbitrage orders to sell any component stock of the Standard & Poor's 500 Stock Price Index must be
entered with the instruction “ sell plus” (meaning that the order may only be executed on a plus or zero plus
tick); and

•on a day that the DJIA advances by 50 points or more from its closing value on the previous trading day, all
index arbitrage orders to buy any component stock of the Standard & Poor's 500 Stock Price Index must be
entered with the instructions “ buy minus” (meaning that the order may only be executed on a minus or zero
minus tick).

The two requirements noted above apply to the entry of all index arbitrage orders, both customer as well as
member firm proprietary orders.

In addition, similar restrictions would apply to basket trading in the Exchange Stock Portfolio Service. When
the DJIA is up 50 points or more from the previous day's close, no purchase of a basket may be made at a
price equal to or greater than the aggregate Tier 1 offer in the cash market. When the DJIA is down 50 points
or more from the previous day's close, no sale of a basket may be made at a price equal to or less than the
aggregate Tier 1 bid in the cash market.

Duration of the Restrictions

The restrictions on index arbitrage and ESP trading would be removed if the DJIA moved back to a value
which is within 25 points of the previous day's close. For example, index arbitrage sell orders could be
entered without the instruction to “sell plus”, if on a day when the DJIA had declined by 50 points or more
from its closing value on the previous day, the DJIA subsequently moved back up to a value which is 25
points or less below the previous day's closing value. Orders to sell a basket of stocks in such a situation
would no longer have to be effected only at a price greater than the aggregate Tier 1 bid. The restrictions
would be reimposed, however, if, on the same day, the DJIA again reached a value that was 50 points or
more below its closing value on the previous trading day.
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This principle governing the applicability of these trading restrictions will apply to all subsequent upward or
downward movements in the DJIA on that day. It is important to note that the price movement of the DJIA for
purposes of Rule 80A is always measured in terms of its value from the close on the previous trading day.
The corresponding restrictions on index arbitrage and basket buy orders would similarly be removed where
the DJIA subsequently reaches a value that is 25 points or less above the closing value on the previous
trading day.

Questions concerning the trading restrictions outlined in this circular may be referred to Brian McNamara on
(212) 656-7086 or Donald Siemer on (212) 656-6940.

Robert J. McSweeny

Senior Vice President

Attachment

Exhibit A

Additions underscored

Limitations on Trading During Significant Market Declines

Rule 80A

(a)

(i) If, during any trading day, the price of the primary Standard and Poor's 500 Stock Price Index futures

contract traded on the Chicago Mercantile Exchange (“S&P 500 futures”) 1   reaches a value 12 points below
the S&P 500 future's closing value on the previous trading day (the “trigger value”), for the next five minutes
market orders involving program trading in each of the stocks underlying the S&P 500 futures entered into the
Exchange's automated order-routing facilities shall be routed to a separate file for each such stock. Buy and
sell orders for each stock will be paired in the file to determine the extent of the order imbalance, if any.

(ii) Five minutes after the price of the S&P 500 futures reaches the trigger value, the orders in the program
trading file for each stock, and the order imbalance, if any, shall be reported to the specialist in the stock and
the orders shall be eligible for execution; provided, however, that trading in a stock on the Exchange shall halt
if there is not sufficient trading interest on the Exchange to allow for an orderly execution of a transaction in
the stock.

(b) Whenever the price of the S&P 500 futures reaches the trigger value, no member or member organization
shall enter any stop order or stop limit order for the remainder of the trading day except that a member or
member organization may enter a stop order or a stop limit order of 2,099 shares or less for the account of an
individual investor pursuant to instructions received directly from the individual investor.

(c) On any day when the Dow Jones Industrial Average 2   has advanced by 50 points or more from its
closing value on the previous trading day, all index arbitrage orders to buy any component stock of the
S&P 500 Stock Price Index must be entered with the instruction “buy minus”. If, on that day, the Dow Jones
Industrial Average subsequently reaches a value that is 25 points or less above the closing value on the
previous trading day, this requirement shall not apply. This principle shall govern the imposition and removal
of the buy minus requirement as to all subsequent movements in the Dow Jones Industrial Average on that
day. On any day when the Dow Jones Industrial Average has declined by 50 points or more from its closing
value on the previous day, all index arbitrage orders to sell must be entered with the instruction “sell plus”. If,
on that day, the Dow Jones Industrial Average subsequently reaches a value that is 25 points or less below
the closing value on the previous trading day, this requirement shall not apply. This principle shall govern
the imposition and removal of the sell plus requirement as to all subsequent movements in the Dow Jones
Industrial Average on that day. All orders containing the instruction buy minus or sell plus shall be executed
as provided in Rule 13.
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(d) On any day when the Dow Jones Industrial Average has advanced by 50 points of more from its closing
value on the previous trading day, no transaction to buy a basket of stocks may be effected at a price which
is equal to or greater than the aggregate Tier 1 offer (as defined in Rule 803 (e)) or the cash equivalent. If, on
that day, the Dow Jones Industrial Average subsequently reaches a value that is 25 points or less above the
closing value on the previous trading day, this restriction regarding the purchase of a basket of stocks shall
not apply. This principle shall govern the imposition and removal of the restriction regarding the purchase
of a basket of stocks as to all subsequent movements in the Dow Jones Industrial Average on that day. On
any day when the Dow Jones Industrial Average has declined by 50 points or more from its closing value on
the previous trading day, no transaction to sell a basket of stocks may be affected at a price which is equal
to or less than the aggregate Tier 1 bid (as defined in Rule 803(e)) or the cash equivalent. If, on that day,
the Dow Jones Industrial Average subsequently reaches a value that is 25 points or less below the closing
value on the previous trading day, this restriction regarding the sale of a basket of stocks shall not apply. This
principle shall govern the imposition and removal of the restriction regarding the sale of basket of stocks as to
all subsequent movements in the Dow Jones Industrial Average on that day. For purposes of this paragraph
(d), the term “basket” shall have the definition contained in Rule 800(b)(iii).

(e) For the purposes of this Rule 80A,

(i) “program trading” means either (A) index arbitrage or (B) any trading strategy involving the related
purchase or sale of a “basket” or group of 15 or more stocks having a total market value of $1 million or
more. Program trading includes the purchases or sales of stocks that are part of a coordinated trading
strategy, even if the purchases or sales are neither entered or executed contemporaneously, nor part of a
trading strategy involving options or futures contracts on an index stock group, or options on any such futures
contracts, or otherwise relating to a stock market index;

(ii) “index arbitrage” means an arbitrage trading strategy involving the purchase or sale of a “basket” or group
of stocks in conjunction with the purchase or sale, or intended purchase or sale, of one or more cash-settled
options or futures contracts on index stock groups, or options on any such futures contracts (collectively,
“derivative index products”), in an attempt to profit by the price difference between the “basket” or group of
stocks and the derivative index products. While the purchase or sale of the stocks must be in conjunction with
the purchase or sale of derivative index products, the transactions need not be executed contemporaneously
to be considered index arbitrage; and

(iii) “account of an individual investor” means an account covered by Section 11(a)(1)(E) of the Securities
Exchange Act of 1934.

(f) The provisions of paragraphs (a) and (b) shall be put into effect only one time, respectively, on any trading
day. If the time periods in those paragraphs should overlap, the longer of any such time period shall be put
into effect. For example, if paragraph (a) had been put into effect, and the market continued to decline to
the point where paragraph (b) would be put into effect, the provisions of paragraph (b) would control, and
program trading orders would be diverted to a separate file for thirty minutes from the point in time that the
provisions of paragraph (b) were put into effect.

(g) This Rule 80A shall not apply during the last 35 minutes of a trading day.

… Supplementary Material:

.10 When determining the priority of bids and offers pursuant to Rule 72, the orders in the program trading file
reported to the specialist pursuant to paragraph (c) shall be considered as entered on the Exchange at the
time the orders are reported to the specialist.

.20 The reopening of trading following any trading halt shall be conducted pursuant to procedures adopted by
the Exchange and communicated by notice to its members and member organizations.

.30 Nothing in this Rule 80A shall be construed to limit the ability of the Exchange to otherwise halt or
suspend the trading in any stock or stocks pursuant to any other Exchange rule or policy.
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Footnotes

1  "Standard and Poor's 500 Stock Price Index" and "S & P 500" are service marks of Standard and Poor's
Corporation.

2  "Dow Jones Industrial Average" is a service mark of Dow Jones & Co., Inc.
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July 27, 1990

  

Market Operations

 TO: All Members and Managing Partners/Chief Executive Officers and Senior Operations Partners/Officers of
all Member Organizations/Purchase and Sales Managers

SUBJECT: Full Implementation of “T+ 1” Overnight Comparison

Effective with trades of May 31, 1990, the Exchange shortened the mandatory “close-out” of uncompared
trades from “T+5” to “T+2”. Based on the successful implementation of this interim phase, the Exchange has
determined to implement the final phase in the “T+1” Overnight Comparison program by further reducing the
close-out procedures from “T+2” to “T+1”. The Securities and Exchange Commission has recently approved
several rule changes associated with a fully implemented “T+1” comparison.

Therefore, effective with trades of Monday, August 6, 1990, members and member organizations are required
to resolve or close-out uncompared transactions in listed stocks, rights and warrants by the close of business
on trade date plus one (T+ 1). This final step will conclude the New York Stock Exchange's T+1 comparison
effort. A capsuled summary appears on the reverse of this notice.

A complete summary of the specific rule changes and/or a copy of the rules are available on request
by calling Stanley Jacoby at (212) 656-4587. A full text of the rule amendments will appear in the future
supplement of the New York Stock Exchange Guide, published by the Commerce Clearing House,
Incorporated.

Questions regarding these rule amendments should be addressed to Dennis Covelli at (212) 656-6918 or
Stanley Jacoby at (212) 656-4587.

Catherine R. Kinney

Senior Vice-President

NYSE RULE CHANGES FOR OVERNIGHT COMPARISON (“T+ 1”)

Rule 16(A) - Relates to resolving uncompared Intermarket Trading System (ITS) Transactions.

Rule 115A.30 - Delineates the procedures to be followed in resolving uncompared transactions in the
Exchange's Opening Automated Report System (OARS).

Rule 130 - This Rule is the primary or “enabling” Rule for the Overnight Comparison System (“T+1”). It
requires “regular way” transactions in listed stocks, rights and warrants to be compared on the first business
day after the trade date or otherwise closed-out.

Rule 131 - This Rule requires members to: i) report their transactions to their offices “as promptly as
possible”; ii) maintain adequate comparison facilities; iii) have their transaction records available in their
offices; and iv) have a representative available in their offices to answer questions regarding transactions.

Rule 133 - This Rule requires members to compare transactions between each other when they do not
elect to use the facilities of a Qualified Clearing Agency. The seller sends a two-part comparison form by
messenger to the buyer no later than 1:00 PM of the first business day following the trade date (“T+1”).

Rule 134.A - This Rule is a new Rule 134.A, containing operational procedures for the electronic resolution of
“Questioned Trades” via the “Correction System”. The time-frames contained in the new Rule comply with the
“T+1” Overnight Comparison” requirements of Rule 130.
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Rule 135 - This Rule contains operational requirements for the on-Floor resolution of “Questioned Trades”
that were not submitted to a Qualified Clearing Agency.

Rule 137 - This Rule requires members who effect transactions in stocks on a “seller's option” basis,
transactions in bonds an a “seller's option” basis for more than seven days, and all transactions on a “when
issued” and “when distributed” basis that are not compared through a Qualified Clearing Agency to compare
then with each other.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

626

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE135/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE137/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 90-32

Click to open document in a browser

July 27, 1990

  

Market Surveillance

 TO: All Specialists

SUBJECT: Revisions to Exchange Rule 103A - The Specialist Performance Evaluation and Improvement
Process

On July 17, 1990 the Securities and Exchange Commission approved revisions to Exchange Rule 103A
that will change the performance standard relating to status requests. Effective October 1, 1990, Rule 103A
will require that specialists respond to 90% of their post-opening administrative messages received through
the SuperDot system in 10 minutes or less. (The current standard requires specialists to respond to 75% of
their SuperDot Admins in 30 minutes or less.) In addition, the performance standard relating to OARS price
transmissions has been deleted as a result of advances in display book technology that have eliminated the
need for this measure of performance.

Any questions on this matter may be directed to Rick Kaplin (656-6755) or Chris Durkin (656-5474).

Robert J. McSweeney

Senior Vice President
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July 13, 1990

  

Market Surveillance

MOC ORDERS LIQUIDATING INDEX STRATEGIES MUST BE IN BY 3 PM SEE PAGES 1 and 2 FOR PROCEDURES

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Procedures for Handling Market-on-Close Orders on July 20, 1990 (“Expiration Friday”)

Members and member organizations are reminded that the closing procedures for expiration Friday will again
be implemented on expiration Friday, July 20, 1990, as indicated below. The SEC has formally approved the
extension of the pilot through November 1990.

PROCEDURES RELATING TO THE CLOSE

The quarterly, triple-expiration Friday procedures for market-on-close (“MOC”) orders are now used for each
monthly expiration. The Exchange has expanded the scope of applicable MOC orders to those relating to a
strategy involving any stock index futures, stock index options, or options on stock index futures, in the pilot
stocks. These procedures have been filed as a rule with the SEC.

In June 1989, the Exchange changed the cut-off time to 3:00 p.m. for the entry of MOC orders that relate to
a strategy including any stock index futures, stock index options or options on stock index futures in the pilot
stocks. These revised closing procedures will again be implemented with the July 20, 1990 expiration.

Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders. The procedures are
intended to provide an orderly means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

Pilot Stocks

For the purpose of facilitating the publication of any significant order imbalance in one of the pilot stocks (see
attached list), you must as stated above, enter all MOC orders, in positions relating to a strategy involving any
stock index futures, stock index options, or options on stock index futures, by 3:00 p.m. eastern time. It should
be noted that, pursuant to Rule 13, an order for execution at the close may only be entered for execution at-
the-market; “limit-at-the-close” orders are not permitted.

As soon as possible after 3:00 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:00 p.m. in those pilot stocks. Additionally, as soon as possible after
3:30 p.m. the Exchange will again publish on the tape any imbalance of MOC orders of 50,000 shares or
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more that existed at 3:30 p.m. For those pilot stocks that had imbalance notices published at 3:00 p.m. and
there is no imbalance of 50,000 shares or more at 3:30 p.m., the Exchange will publish a “No Imbalance”
message. If a pilot stock does not have an imbalance message printed at 3:00 p.m., no MOC orders will
be permitted in that stock unless, at 3:30 p.m., due to cancellations, a 50,000 share or more imbalance is
published. If that occurs, MOC orders will be permitted to offset the imbalance published at 3:30 p.m. If a “No
Imbalance” notice is published in a pilot stock at 3:30 p.m., no MOC orders will be permitted. While MOC
orders previously entered may be cancelled or reduced in size, once such publication has been made, any
MOC orders subsequently entered will be accepted only to trade on the opposite side of the market in relation
to such published imbalance. The liquidation of positions relating to a strategy involving any stock index
futures, stock index options, or options on stock index futures using MOC orders entered after 3:00 p.m. is not
permitted, even if such orders might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:30 p.m. may not reflect the imbalance that exists at the close.

These procedures relate only to the pilot stocks. Regular procedures will apply to all other listed securities.

Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they may be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

“G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
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Now York Stock Exchange regulations should be addressed, such as SEC Rules 9a-2, 10a-1, 10b-5, as well
as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
David Leibowitz at (212) 656-4588.

Robert J. McSweeny

Senior Vice President

                                          

Attachments

                       Expiration Friday Pilot Stocks - July 20, 1990

      ABT               ABBOTT LABORATORIES

      AXP               AMERICAN EXPRESS COMPANY

      AHP               AMERICAN HOME PRODUCTS CORPORATION

      AIG               AMERICAN INTERNATIONAL GROUP INC.

      T                 AMERICAN TELEPHONE AND TELEGRAPH

      AIT               AMERITECH

      AN                AMOCO CORPORATION

      BUD               ANHEUSER BUSCH COMPANIES INC.

      ARC               ATLANTIC RICHFIELD COMPANY

      BEL               BELL ATLANTIC CORPORATION

      BLS               BELL SOUTH CORPORATION
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      BA                BOEING COMPANY

      BMY               BRISTOL MYERS COMPANY

      CHV               CHEVRON CORPORATION

      KO                COCA COLA COMPANY

      DOW               DOW CHEMICAL COMPANY

      DD                DU PONT COMPANY

      EK                EASTMAN KODAK COMPANY

      LLY               ELI LILLY AND COMPANY

      XON               EXXON CORPORATION

      F                 FORD MOTOR COMPANY

      GE                GENERAL ELECTRIC COMPANY

      GM                GENERAL MOTORS CORPORATION

      GTE               GTE CORPORATION

      HWP               HEWLETT PACKARD COMPANY

      IBM               INTERNATIONAL BUSINESS MACHINES CORP.

      IP                INTERNATIONAL PAPER COMPANY
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      JNJ               JOHNSON AND JOHNSON

      MCD               MCDONALDS CORPORATION

      MRK               MERCK AND COMPANY INC.

      MMM               MINNESOTA MINING AND MANUFACTURING

      MOB               MOBIL CORPORATION

      *MOT              MOTOROLA INC.

      NYN               NYNEX CORPORATION

      PAC               PACIFIC TELESIS GROUP

      PEP               PEPSICO INC.

      PFE               PFIZER INC.

      MO                PHILIP MORRIS COS. INC. HOLDING CO.

      PG                PROCTER AND GAMBLE COMPANY

      RD                ROYAL DUTCH PETROLEUM COMPANY

      * SGP             SCHERING PLOUGH CORP.

      SLB               SCHLUMBERGER LTD.

      S                 SEARS ROEBUCK AND COMPANY
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      SBC               SOUTHWESTERN BELL CORPORATION

      TX                TEXACO INC.

      UN                UNILEVER N.V. ADRS

      USW               U.S. WEST INC.

      X                 USX CORPORATION

      WMT               WAL MART STORES INC.

      DIS               WALT DISNEY COMPANY

      WMX               WASTE MANAGEMENT INC.

      WX                WESTINGHOUSE ELECTRIC

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of June 27, 1990,
and the 20 Major Market Index stocks. The indicated (*) stocks have been added to the list and CCB and DEC
have been deleted.

MEMORANDUM

Date: July 10, 1990

To: All Floor Members

From: Floor official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) Orders

MOC Orders

Q. How do you determine the price at which to print the “stopped stock”?.

A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

Q. If there was no MOC imbalance of 50,000 or more shares in a pilot stock at 3 p.m., but due to
MOC order cancellations, an imbalance of 50,000 or more shares exists at 3:30 p.m., should it be
disseminated?
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A. Yes. Subsequently, contra side MOC orders may be entered.

Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

Example #1 200,000 buy MOC

50,000 sell MOC

50,000 sell plus MOC

25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000 - S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

Example #2 100,000 sell MOC

50,000 buy MOC

25,000 buy minus MOC

25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000 - B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

Q. How are buy minus/sell plus Market-on-Close orders handled?

Example: Market 20 1/4- 1/2 - last sale 20 3/8

A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus order would
go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the other hand, if the
20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus order would go ahead of
the 20 1/2 limit sell orders on the book because it should be treated like a market order. Similarly, a market-
on-close buy minus order would be treated as a limit order if the last sale was on a “plus” or “zero plus”, going
behind any buy orders limited at 20 1/4. If the last sale was on a “minus” or “zero minus” tick, the market-on-
close buy minus order would be treated as a market order and executed ahead of 20 1/4 limit buy orders on
the book.

Q. Are limit at-the-close or MOC “short” at-the-close orders permitted?

A. Limit at-the-close orders, where a specific price is indicated, are not allowed. Firms may enter “short” MOC
orders.
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July 11, 1990

  

Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF OPERATIONS OFFICERS/PARTNERS

SUBJECT: RULE 412/CUSTOMER AUTOMATED ACCOUNT TRANSFER SERVICE REJECTS

PLEASE ROUTE TO MARGIN, CASHIER, COMPLIANCE,ACCOUNT TRANSFER (412) AND DATA
PROCESSING DEPARTMENTS

Recent statistics indicate that the current industry average for Automated Customer Account Transfer Service
(ACATS) rejects is 13.5% of total accounts processed through the system. The Exchange believes this rate is
excessive and presents Rule 412 compliance problems.

The Exchange has studied this matter and recommends implementation of the following procedures to
address the high rejection rate:

•A receiving member organization completing a Transfer Initiation Form (TIF) should make every effort to
obtain a copy of the customer's most recent statement in order to ensure the accuracy of the customer's
account number at the delivering organization.

•When TIF's are rejected for account flat (Code 04), the receiving organization should request a copy of the
customer's statement to allow a determination as to the assets contained in the account before submitting a
new TIF.

•Delivering member organizations continue to reject accounts using missing TIF as a reason. In such cases,
the delivering organization should contact the receiver (immediately upon becoming aware of the missing
TIF) in order to request a copy of the TIF. If possible, the delivering organization should agree to accept the
missing TIF via telefax or messenger. This practice was previously referred to in Interpretation Memo No.
88-17, dated October 11, 1988. If the Exchange becomes aware that a member organization is not adhering
to the aforementioned practice, disciplinary action could result.

The Exchange intends to intensify its monitoring of ACATS rejects and will request written explanations
from member organizations having reject rates above the industry average. Failure to submit an acceptable
explanation could result in Exchange disciplinary action.

Any questions concerning this matter should be directed to Rudolph J. Schreiber at (212) 656-5226.

Salvatore Pallante

Vice President
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June 25, 1990

  

Member Firm Regulation

PLEASE ROUTE TO REGISTRATION, COMPLIANCE AND LEGAL DEPARTMENTS

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: MANAGING PARTNERS/CHIEF EXECUTIVE OFFICERS AND COMPLIANCE OFFICERS

SUBJECT: COMPLIANCE OFFICIAL EXAMINATION - SERIES 14 SUPERVISORY ANALYST
EXAMINATION - SERIES 16

Commencement of the administration of the General Securities Registered Representative Examination
(Series 7) on PLATO, and the resulting closing of paper and pencil test administration centers, have made
it necessary to modify the administration schedules of the Series 14 and Series 16 Examination programs.
Effective July 1, 1990, the Series 14 and Series 16 examinations will be administered in the New York area
on the last Wednesday of each month at the New York Stock Exchange. Regional administrations will be
scheduled on an appointment basis during the last week of each month at selected NASD test centers (see
below).

While enrollments for both exams must be made through the New York Stock Exchange, the application,
registration and billing processes are somewhat different for each examination. Please note the following
procedures.

Series 14 - NYSE Series 14 enrollment applications must be forwarded in triplicate (white, yellow and pink
copies) to Qualifications and Registrations, 20 Broad Street, 22nd Floor, New York, NY 10005, at least fifteen
(15) business days before the exam date for regional exam administrations and at least ten (10) business
days prior to New York exam administrations. The pink copy of the application will be validated and returned
as the entry ticket.

The $200.00 examination fee will be billed to the firm by the Exchange after the exam has been taken.

Series 16 - Applications must be made to the NASD by a U-4 filing, together with fingerprint card, or page 1 of
the U-4.

A notice from the NASD will be forwarded to the firm advising that the candidate is scheduled to take the
Series 16 exam and that a request for a specific date should be made in writing to the NYSE. Requests for
examination dates must be submitted to Qualifications and Registrations, 20 Broad Street, 22nd Floor, New
York, NY 10005, at least fifteen (15) business days before the exam date for regional exam applications and
at least ten (10) business days for New York exam applications. The NYSE will then schedule the candidate
and forward the exam ticket to the firm.

Persons requesting a waiver from Part 2 of the exam should submit proof of CFA status when requesting the
exam date appointment.

The $60.00 examination fee will be billed directly to the firm by the NASD at the time the U-4 is received for
processing.

Candidates for the New York administrations of both examinations should report to the Exchange reception
area on the 22nd Floor of 20 Broad Street. Candidates failing to keep appointments without advance notice
will be charged the appropriate examination fees.
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For further information regarding examination administrations and scheduling, contact Carey Gessley at
212/656-3757.

For further information regarding Series 14 and Series 16 qualification and registration procedures, contact
Juan Vazquez at 212/656-4814.

REGIONAL EXAM CENTERS

Los Angeles, CA

San Francisco, CA

Washington, DC

Atlanta, GA

Chicago, IL

Kansas City, MO

Dallas, TX

Salvatore Pallante

Vice President
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June 8, 1990

  

Market Surveillance

 TO: All Members, Member Organizations and Option Trading Right Holders

SUBJECT: Inclusion of Account Information and Automated Submission of the Daily Program Trading Report

On April 21, 1988, the Exchange issued Information Memo 88-11 which required that all members and
member organizations report complete program trading information to the Exchange by the close of business
on the second business day following the trade date subject to reporting. On October 6, 1988 and January 5,
1990, the Exchange issued Information Memos 88-26 and 90-1, which clarified reporting requirements.

To make this necessary procedure more efficient, the Exchange has developed an automated system to
accept program trading information electronically from member organizations. The Exchange is providing
software, prepared by the Securities Industry Automation Corporation (SIAC), that may be used for the
automated transmission. Member organizations who wish to develop their own automated systems may do
so provided these systems meet SIAC's specifications. All member organizations which are required to report
program trading information are required to do so in an automated fashion.

Additionally, account and taxpayer identification numbers must be provided for each program reported to
assist our automated surveillance for intramarket and intermarket trading abuses.

•Reports for programs initiated by a customer for that customer's account at the reporting member
organization should include that customer tax identification and account numbers.

•For programs initiated by a customer for accounts over which such customer exercises investment discretion
(e.g., investment advisor or fund manager), the report must contain the account and tax identification
numbers pertaining to the person who initiated the order, and must identify that the programs were entered
for sub-accounts.

•If a program is initiated by a non-customer for customer accounts at the member organization, the report
must contain the tax identification number of the non-customer exercising investment discretion and must
identify that the programs were entered for customer accounts.

•Account and tax identification numbers for the sub-accounts are not required on a routine basis.

Although name and address fields appear in the data entry software provided by the Exchange, they are not
required as part of the routine submission of information at this time. These fields have been provided so that
this information can be submitted electronically at the request of Market Surveillance on a case by case basis.

Although the exchange will continue to publish program trading statistics, information regarding customers'
specific trading will not be published. This information will be used solely for regulatory purposes.

Any questions concerning this memorandum should be directed to Mr. Joseph Dorilio at (212) 656-6197.

Agnes M. Gautier

Vice President

Market Surveillance
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June 8, 1990

  

Market Surveillance

MOC ORDERS LIQUIDATING INDEX STRATEGIES MUST BE IN BY 3 PM SEE PAGES 3 and 4 FOR PROCEDURES

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Procedures for Handling Market-on-Close Orders on June 15,
1990 (“Expiration Friday”)

Members and member organizations are reminded that auxiliary opening and closing procedures for
expiration Friday will be implemented on expiration Friday, June 15, 1990, as indicated below. The SEC has
formally approved the extension of the pilot through November 1990.

OPENING PROCEDURES

Several auxiliary procedures are necessary to integrate stock orders relating to expiring contracts into
NYSE's opening procedures in a manner that assures an efficient market opening in each stock as close to
9:30 a.m. as possible. The auxiliary opening procedures applicable on June 15, 1990 are:

Order Entry

Stock orders relating to index contracts whose settlement pricing is based upon the June 15, 1990 opening
prices must be received by SuperDot or by the specialist by 9:00 a.m.

- These orders may be cancelled or reduced in size. 1 

- Stock orders relating to index contracts whose settlement pricing is not based upon the June 15 opening
prices may be entered after 9:00 a.m.

To facilitate early order entry, SuperDot (1) will begin accepting orders at 7:30 a.m. and (2) will accept market
orders of 30,099 shares or less.

“Limit-at-the-opening” (“limit OPG”) orders are permitted, including delivery through Exchange systems.

- Ordinary limit orders may also be entered.

Order Identification

Stock orders relating to opening-price settling contracts must be identified “OPG.”

- Firms entering these orders through SuperDot, but unable to identify orders as “OPG”, may use a unique
branch code or firm identifier (mnemonic) to identify these orders. The NYSE Market Surveillance Division (11
Wall Street, 11th Floor) must be advised of the branch code or identifier by June 18, 1990.

- Firms unable to identify these orders in either way, and firms not using SuperDot, must submit a list of all
these orders and related details to the NYSE Market Surveillance Division by June 18, 1990.

Dissemination of Order Imbalances
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For any of the pilot stocks (list attached) having a market order imbalance of 50,000 shares or more at
9:00 a.m., the NYSE will disseminate the size of the order imbalance via the low-speed ticker and the news
services as promptly as practicable after 9:00 a.m.

Dissemination of Indications

Except for the auxiliary procedures described above, all stocks, including the pilot stocks, are subject to the
regular NYSE opening procedures, including price indications where a substantial price change is anticipated.
Dissemination of an indication is mandatory for an opening which will result in a price change constituting
the lesser of 10% or three points from the prior NYSE close, or five points if the previous close is $100 or
higher, unless the price change is less than one point. Fifteen minutes must elapse between a first indication
and a stock's opening. However, when more than one indication is necessary, a stock may open (1) five
minutes after the last indication when it overlaps the prior indication (e.g., 51 - 53 overlaps 50 - 52, but does
not overlap 53 - 55) and (2) ten minutes after the last indication when it does not overlap the prior indication,
provided that 15 minutes must have elapsed from the dissemination of the first indication.

PROCEDURES RELATING TO THE CLOSE

The quarterly, triple-expiration Friday procedures for market-on-close (“MOC”) orders are now used for each
monthly expiration. The Exchange has expanded the scope of applicable MOC orders to those relating to a
strategy involving any stock index futures, stock index options, or options on stock index futures, in the pilot
stocks. These procedures have been filed as a rule with the SEC.

In June 1989, the Exchange changed the cut-off time to 3:00 p.m. for the entry of MOC orders that relate to
a strategy including any stock index futures, stock index options or options on stock index futures in the pilot
stocks. These revised closing procedures will again be implemented with the June 15, 1990 expiration.

Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders on so-called “expiration
Fridays” (the Fridays preceding the expiration or settlement of options or futures contracts based on a stock
index). The procedures, which may be used only on expiration Fridays, are intended to provide an orderly
means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

Pilot Stocks

For the purpose of facilitating the publication of any significant order imbalance in one of the pilot stocks (see
attached list), you must as stated above, enter all MOC orders, in positions relating to a strategy involving any
stock index futures, stock index options, or options on stock index futures, by 3:00 p.m. eastern time. It should
be noted that, pursuant to Rule 13, an order for execution at the close may only be entered for execution at-
the-market; “limit-at-the-close” orders are not permitted.

As soon as possible after 3:00 p.m., the Exchange will publish on the tape any imbalance of MOC orders
of 50,000 shares or more that existed at 3:00 p.m. in those pilot stocks. Additionally, as soon as possible
after 3:30 p.m. the Exchange will again publish on the tape any imbalance of MOC orders of 50,000 shares
or more that existed at 3:30 p.m. For those pilot stocks that had imbalance notices published at 3:00 p.m.
and there is no imbalance of 50,000 share or more at 3:30 p.m., the Exchange will publish a “No Imbalance”
message. If a pilot stock does not have an imbalance message printed at 3:00 p.m., no MOC orders will
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be permitted in that stock unless, at 3:30 p.m., due to cancellations, a 50,000 share or more imbalance is
published. If that occurs, MOC orders will be permitted to offset the imbalance published at 3:30 p.m. If a “No
Imbalance” notice is published in a pilot stock at 3:30 p.m., no MOC orders will be permitted. While MOC
orders previously entered may be cancelled or reduced in size, once such publication has been made, any
MOC orders subsequently entered will be accepted only to trade on the opposite side of the market in relation
to such published imbalance. The liquidation of positions relating to a strategy involving any stock index
futures, stock index options, or options on stock index futures using MOC orders entered after 3:00 p.m. is not
permitted, even if such orders might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:30 p.m. may not reflect the imbalance that exists at the close.

These procedures relate only to the pilot stocks. Regular procedures will apply to all other listed securities.

Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they may be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

“G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Rules 9a-2, 10a-1, 10b-5, as well
as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
David Leibowitz at (212) 656-4588.
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Robert J. McSweeny

Senior Vice President

                                          

Attachments

                       

Expiration Friday Pilot Stocks - June 15, 1990

      ABT               ABBOTT LABORATORIES

      AXP               AMERICAN EXPRESS COMPANY

      AHP               AMERICAN HOME PRODUCTS CORPORATION

      AIG               AMERICAN INTERNATIONAL GROUP INC.

      T                 AMERICAN TELEPHONE AND TELEGRAPH

      AIT               AMERITECH

      AN                AMOCO CORPORATION

      BUD               ANHEUSER BUSCH COMPANIES INC.

      ARC               ATIANTIC RICHFIELD COMPANY

      BEL               BELL ATLANTIC CORPORATION

      BLS               BELL SOUTH CORPORATION
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      BA                BOEING COMPANY

      BMY               BRISTOL MYERS COMPANY

      CCB               CAPITAL CITIES /ABC INC.

      CHV               CHEVRON CORPORATION

      KO                COCA COLA COMPANY

      DEC               DIGITAL EQUIPMENT CORP.

      DOW               DOW CHEMICAL COMPANY

      DD                DU PONT COMPANY

      EK                EASTMAN KODAK COMPANY

      LLY               ELI LILLY AND COMPANY

      XON               EXXON CORPORATION

      F                 FORD MOTOR COMPANY

      GE                GENERAL ELECTRIC COMPANY

      GM                GENERAL MOTORS CORPORATION

      GTE               GTE CORPORATION

      HWP               HEWLETT PACKARD COMPANY

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

644

http://researchhelp.cch.com/License_Agreement.htm


      IBM               INTERNATIONAL BUSINESS MACHINES CORP.

      IP                INTERNATIONAL PAPER COMPANY

      JNJ               JOHNSON AND JOHNSON

      MCD               MCDONALDS CORPORATION

      MRK               MERCK AND COMPANY INC.

      MMM               MINNESOTA MINING AND MANUFACTURING

      MOB               MOBIL CORPORATION

      NYN               NYNEX CORPORATION

      PAC               PACIFIC TELESIS GROUP

      PEP               PEPSICO INC.

      PFE               PFIZER INC.

      MO                PHILIP MORRIS COS. INC. HOLDING CO.

      PG                PROCTER AND GAMBLE COMPANY

      RD                ROYAL DUTCH PETROLEUM COMPANY

      SLB               SCHLUMBERGER LTD.

      S                 SEARS ROEBUCK AND COMPANY
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      SBC               SOUTHWESTERN BELL CORPORATION

      TX                TEXACO INC.

      UN                UNILEVER N.V. ADRS

      USW               U.S. WEST INC.

      X                 USX CORPORATION

      WMT               WAL MART STORES INC.

      DIS               WALT DISNEY COMPANY

      WMX               WASTE MANAGEMENT INC.

      WX                WESTINGHOUSE ELECTRIC

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of March 21, 1990,
and the 20 Major Market Index stocks.

Date: June 8, 1990

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Openings and Market-on-Close (MOC)
Orders

Openings

Q. Can “limit at the opening” (“limit OPG”) orders be entered in the stocks that are not among the
stocks included in the pilot?

A. “Limit OPG” orders are now permitted on expiration Friday. Unexecuted “limit OPG” orders are cancelled
after the opening transaction. “Limit-at-the-close” orders are not permitted at any time.

Q. When can specialists obtain an OARS status request?

A. At any time after 7:30 a.m., in any stock. (Specialists should review OARS inquiry, freeze and opening
procedures to avoid problems.)

Q. Must specialists wait until 9:27 a.m. to start the ITS pre-opening application?

A. No. ITS Pre-Opening notifications may be issued beginning at 9:00 a.m.
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Q. Are “G” orders to sell short at the market handled differently at the opening then at the close on
expiration day?

A. Yes, “G” short market orders are covered by two different procedures. At the opening they are handled as
they are on any other day. “G” short market orders must yield to all public limit orders at the lowest valid short
tick. At any higher price the “G” shorts need not yield. At the close, “G” market shorts must yield to all limit
orders at the sale price, even if that price is higher than the first valid short tick.

Q. How should specialists and Floor Officials handle requests to “hold the opening” in the pilot
stocks?

A. The Exchange has added auxiliary and early procedures with the express purpose of providing a prompt
opening in all stocks, not just the 50 pilot stocks. Brokers should be told to have their opening interest
represented by 9:30 a.m., and assuming adequate pricing information re: substantial disparity from the close,
all stocks should be opened as quickly after 9:30 as possible.

MOC Orders

Q. When can a specialist print “paired-off” market-on-close orders as “stopped stock”?

A. The special “stopped stock” procedure for Market on Close orders is used only 12 times a year on
“expiration days”, usually the 3rd Friday of each month.

Q. On expiration days, how do you determine the price at which to print the “stopped stock”?

A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

Q. If there was no MOC imbalance of 50,000 or more shares in a pilot stock at 3 p.m., but due to
MOC order cancellations, an imbalance of 50,000 or more shares exists at 3:30 p.m., should it be
disseminated?

A. Yes. Subsequently, contra side MOC orders may be entered.

Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

Example #1 200,000 buy MOC

50,000 sell MOC

50,000 sell plus MOC

25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000 - S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

Example #2 100,000 sell MOC

50,000 buy MOC

25,000 buy minus MOC

25,000 sell plus MOC
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In the example #2, the MOC imbalance is 50,000 to sell (S 100,000 - B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

Q. How are buy “minus” /sell “plus” Market-on-Close orders handled on Expiration Fridays?

Example: Market 20 1/4- 1/2 - last sale 20 3/8

A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell “plus” order
would go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the other hand,
if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell “plus” order would go
ahead of the 20 1/2 limit sell orders on the book because it should be treated like a market order. Similarly,
a market-on-close buy “minus” order would be treated as a limit order if the last sale was on a “plus” or “zero
plus”, going behind any buy orders limited at 20 1/4. If the last sale was on a “minus” or “zero minus” tick, the
market-on-close buy “minus” order would be treated as a market order and executed ahead of 20 1/4 limit buy
orders on the book.

Q. How do you determine the price at which MOC orders are executed on non-expiration days?

A. Again, the general rule of thumb is imbalance creates price change, while a perfect pair-off creates no
change in price.

Non-Expiration Day

Examples:

Mkt. 24 - 1/8 20,000×30,000

Last Sale 24 1/8-a zero minus tick

Example A: Sell 20,000 MOC; Buy 25,000 MOC

Imbalance Rules - 20,000 sells at 24 then 25,000 trades at 24 1/8 - Last 24 1/8+

Example B: Sell 20,000 MOC; Buy 15,000 MOC

Imbalance Rules Again - 15,000 trades 24 1/8 then 20,000 sells at 24 - Last 24 -

Example C: Sell 10,000 MOC; Buy 10,000 MOC

No imbalance of supply and demand so market should return to price prior to market-on-close.

So: 10,000 sells at 24 the 10,000 trades at 24 1/8 - Last 24 1/8+

•In all 1/8 point examples, it is assumed there is a public bid and public offer. If it is the specialist bid or offer,
he must yield to the pair-off, since he is agent for those orders.

Q. What if there are insufficient bids and offers to satisfy the buy and sell MOC orders?

A. Example:

Mkt. 24 - 1/8 10,000×10,000

Last Sale 24 1/8 - a plus tick

Sell 20,000 MOC; Buy 20,000 MOC

No imbalance of supply and demand so market should return to price prior to market-on-close.

20,000 sells at 24 (the book buys 10,000 and the Buy MOC buys 10,000) then 10,000 trades at 24 1/8 (the
remaining Buy 10,000MOC trades with the book).

Q. What if the quotation spread is 1/4 or more?
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A. Ideally, the specialist should offset the imbalance and cross the entire amount inside the existing quote.
Where market conditions or rules do not facilitate such an offset, the” Paired-off” portion could be crossed 1/8
point away from the indicated closing price with the imbalance setting the closing sale.

Non-Expiration Day

Examples:

Mkt. 24 - 1/4 100,000×100,000

Last 24 1/4 - a minus tick

Example A: Sell 20,000 MOC Buy 25,000 MOC (Assume specialist short)

Imbalance sets close - 20,000 sells at 24 1/8 then 5,000 trades at 24 1/4, last 24 1/4+

Example B: Sell 100,000 MOC Buy 55,000 MOC if specialist does not “cross” the entire amount at 24 1/8

Imbalance sets close - 55,000 sells at 24 1/8 then 45,000 trades at 24; last 24 -

Example C: Sell 20,000 MOC Buy 20,000 MOC

No imbalance 20,000 sells at 24 1/8; last 24 1/8 -

Q. How will the specialist determine which orders receive which prices?

A. While all MOC orders become effective simultaneously, it would be consistent with NYSE policy to allocate
the most advantageous prices to the orders received earliest.

Q. Are limit at-the-close or MOC “short” at-the-close orders permitted?

A. Limit at-the-close orders, where a specific price is indicated, are not allowed. Firms may enter “short” MOC
orders.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.
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June 8, 1990

  

Member Firm Regulation

 TO: Members and Member Organizations

SUBJECT: Michael E. Berger

Effective June 8, 1990 and pursuant to Rule 475(b)(ii), the Exchange summarily suspended the member.

Members and member organizations are advised to close out any outstanding transactions.

Any questions regarding this memo should be directed to John Senkewich (212) 656-6062 or Joseph J.
O'Loughlin (212) 656-5772.

Salvatore Pallante

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
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June 1, 1990

  

Member Firm Regulation

PLEASE ROUTE TO TRADING, CREDIT OPERATIONS AND COMPLIANCE PARTNER/OFFICERS

 TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: OTC Market Makers

The staff of the Board of Governors of the Federal Reserve System (FRB) has issued an opinion that market
makers who trade in “pink sheet” securities are not eligible to receive good faith margin at another broker-
dealer for these transactions. Therefore, the privilege granted market makers under Regulation T, Section
220.12(d), “Market Functions Account-OTC Market Makers and Third-Market Makers,” does not apply to
market making transactions in such “pink sheet” securities.

A copy of the FRB opinion is attached for your information

Questions regarding this memorandum should be directed to Steven Levine (212) 656-7080 or Edward
Herbert (212) 656-5830.

Raymond J. Hennessy

Vice-President

5-650.48

MARKET FUNCTIONS ACCOUNT - OTC Market Maker

Market makers in “pink sheet: securities are not eligible for special credit at another broker-dealer. However,
because the securities are not margin stock under Regulation U, a broker-dealer is eligible for “good faith”
margin treatment at a bank.

Prior to 1968, no margin treatment was permitted for over-the-counter securities under the Securities
Exchange Act of 1934. However, banks were permitted to lend without restriction when the purpose was
to purchase OTC stocks. When the statute was changed in 1968, the Board was given the authority to
permit credit to be extended on specified OTC securities at a broker-dealer and to regulate credit on those
securities at a bank. It became apparent that market makers who financed their positions at a bank would
suddenly face new restrictions on borrowings to finance positions in OTC stocks that the Board chose for
the list of marginable stocks. Therefore, the Board adopted an OTC market-maker exemption in Regulation
U permitting good faith loans on OTC margin stock used in the market-making function. No comparable
exemption was applicable to credit at another broker-dealer until 1983, when the complete revision of
Regulation T permitted good faith margin credit for OTC market makers so that a clearing broker could
finance the positions in the same manner as a bank. STAFF OP. of Oct. 6, 1989.

Authority: 12 CFR 220.12(d).

Copyright 2019, NYSE Group, Inc. All rights reserved.
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June 1, 1990

  

Member Firm Regulation

PLEASE ROUTE TO MARGIN, CASHIERING, COMPLIANCE, TRADING, AND INTERNATIONAL DEPARTMENTS

 TO: Members and Member Organizations

ATTENTION: Chief Executive Officer, Director of Compliance, Margin, Cage, Trading and Stock Loan
Managers

SUBJECT: Foreign Securities Margin ability Certification Format

On March 21, 1990 the Board of Governors of the Federal Reserve System (the Board) amended Regulation
T to permit the margining of certain foreign equity securities that meet established standards and criteria. As
discussed in Information Memo 90-10 (April 4, 1990), members and member organizations will have to certify
that specific securities meet the criteria prescribed in Regulation T before such security can be included on
the Board's list of eligible foreign margin stocks. Attached is the Exchange's prescribed format to be used by
member organizations for making such certifications.

In order for a foreign equity security to be included on the Board's list, certifications as to that security's
qualifications must be received by the Exchange from at least two (2) member organizations. Accordingly, if a
certification is received from only one member organization, it will be returned to that organization at the time
the Exchange submits the list of eligible securities to the Board for that calendar quarter.

The Board will include a section on their quarterly published “List of Marginable OTC Stocks” for foreign
equity stocks eligible for margin. Until a foreign equity security actually appears on this list, margin may not
be extended on that equity security or any convertible debt security that is exchangeable for that security.
However, if the exchangeable security is already marginable (i.e., currently trading on a national securities
exchange) than credit may be extended on that. convertible debt security.

In order to be included on the Board's next published list, certifications must be received by the Exchange by
the dates indicated below:

Final Date to be Received by NYSE                      Date Board List Published

January 15                                             February 12-14

April 15                                               May 12-14

July 15                                                August 12-14

October 15                                             November 12-14
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As we expect a heavy volume of certifications for the initial listing to be published by the Board in August
1990, member organizations are urged to submit their requests as soon as possible to ensure inclusion on
the list. The Exchange requests that each certification be submitted as completed, rather than in a group just
prior to the deadline.

Questions regarding this memorandum should be addressed to Mr. Steven Levine (212) 656-7080 or
Mr. Edward J. Herbert (212) 656-5830. Member organizations must submit the Exchange's prescribed
certification form to the New York Stock Exchange, Inc., Credit Regulation Section, 22nd Floor, 20 Broad
Street, New York, New York 10005.

Salvatore Pallante

Vice President

TO: New York Stock Exchange, Inc.

20 Broad Street

New York, NY 10005

Attn: Credit Regulation

CERTIFICATION OF ELIGIBILITY FOR INCLUSION ON FEDERAL RESERVE BOARD LIST OF FOREIGN MARGIN
STOCKS

1. ______________________________, a member organization of (Name of Member
Organization) the New York Stock Exchange, Inc. (the “Exchange”), is, or through a
subsidiary or affiliate is, a member of the foreign securities exchange or market where
___________________________________________________________ (Complete Name of Foreign
Equity Security and Complete ___________________________________________________________
Description, e.g., par value, common, preferred, etc.) is listed and traded.
___________________________________________________________ (Name of Member
Organization or Subsidiary or Affiliate thereof) actively trades securities, including the security being
proposed for inclusion on the Federal Reserve Board (“FRB”) list of Foreign Margin Stocks, on
__________________________________________________________. (Name of Foreign Securities
Exchange or Recognized Market) Said security has been trading on such exchange/market for
______________ months. (not less than six)

2. This security meets all of the eligibility requirements for inclusion on the list of Foreign margin Stocks, as
set forth below:

(a) Daily quotations for both bid and asked or last sale prices for this security provided by the foreign
securities exchange or market on which the security is traded are continuously available to creditors in the
United States and are provided by ___________________ pursuant to an electronic quotation system;
(Name of Service)

(b) The aggregate market value of shares, the ownership of which is unrestricted, is
___________________________ (Not less than $1 billion) dollars;

(c) The average weekly trading volume of this security during the preceding six months is
__________________________________________________; (Either at least 200,000 shares or $1 million
dollars) and

(d) The issuer or predecessor in interest has been in existence for ___________ years. (At least five)

3. It is understood that, until such time as this security appears on the FRB's list of Foreign Margin Stocks, the
security is not eligible for margin.
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4. The Exchange shall be notified, in writing and within 72 hours of the time we become aware that, if at any
time during the 12 month certification period, this security fails to meet any of the eligibility requirements for ‘
continued inclusion on the FRB's list of Foreign Margin Stocks (see Regulation “T” Section 220.17(c)).

5. It is understood that every 12 months after the date of inclusion of this security on the FRB's list of Foreign
Margin Stocks, it must be recertified (on a form to be, prescribed by the Exchange) that this security meets
the standards for eligibility for continued inclusion on the list.

6. Documentation to support this request for inclusion of this security on the FRB's list of Foreign Margin
Stocks is held at the main office of this member organization. Such documentation shall be made available to
the Exchange for review at any time.

I certify that the above statements are true.

Date:                                     ___________________________________

                                          Authorized Signature of Chief

                                          Financial/Operations Officer or

                                          Other Designated Executive

                                          Officer

                                          ___________________________________

                                          Title

Copyright 2019, NYSE Group, Inc. All rights reserved.
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May 25, 1990

  

Member Firm Regulation

 TO: ALL MEMBERS AND MEMBER ORGANIZATIONS/CHIEF OPERATING OFFICERS

SUBJECT: ADDITIONAL RULES SUBJECT TO THE IMPOSITION OF FINES FOR MINOR RULE
VIOLATIONS UNDER RULE 476A PROCEDURE

NOTE: PLEASE ROUTE TO YOUR COMPLIANCE OFFICER

On May 8, 1990, the Securities and Exchange Commission approved the addition of the following rules and
policies administered by the Member Firm Regulation Division to the List of Rules for violations of which
the Exchange may determine to impose fines pursuant to the expedited procedures of Rule 476A. Effective
immediately, these additional rules and policies are:

•Failure of a member organization to have individuals responsible and qualified for the positions of Financial
Principal, Operations Principal, Compliance Official, Branch office Manager and Supervisory Analyst (Rules
311(b)(5), 342(b), (d) & .13, and 344).

•Failure of a member organization to have individuals responsible and qualified for the positions of Registered
Options Principal, Senior Registered Options Principal and Compliance Registered Options Principal (Rules
720 and 722(b)).

•Failure of a member organization to have individuals responsible and qualified for the positions of Securities
Lending Supervisor and Securities Trader Supervisor (Rule 345(a)).

Members are reminded that notwithstanding the procedures authorized by Rule 476A, the Exchange may
in any case where it deems appropriate proceed to bring charges and commence a formal disciplinary
proceeding under Rule 476.

The List of Rules for violations of which the Exchange may determine to impose fines under Rule 476A,
including the additional rules discussed above, and the amount of the fines which may be imposed under
Rule 476A, are contained in Exhibit A. Questions concerning this Information Memo may be addressed to
Rudolph Schreiber at (212)656-5226.

Salvatore Pallante

Vice President

Exhibit A

Additions underscored

LIST OF EXCHANGE RULE VIOLATIONS AND FINES APPLICABLE THERETO PURSUANT TO RULE
476A

• Rule 79A.30 requirement to obtain Floor Official approval for trades at wide variations from last sale

• Rule 123A.40 requirement to obtain Floor Official approval for election of stop orders

• Rule 104.12 Specialist investment account rule violations

• Rule 112(d) Competitive Trader stabilization requirement violations

•Record retention rule violations (Rules 117, 121, 123, 123A.20, 345.11, 410, 432(a) and 440)
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•Reporting rule violations (Rules 97.40, 104A.50, 107.30, 112A.10, 312(a), (b) & (c), 313, 345.17, 346(c), 351,
421, 440F, G & H and 706)

•Violations of Exchange policies regarding procedures to be followed in delayed opening situations

• Rule 134(c) and (e) requirement to comply with specified QT procedures and time periods

• Rule 440B short sale rule violations

• Rule 107.10 RCMM stabilization requirement violations

•Failure to collect and/or submit all audit trail data specified in Rule 132

•Failure to transfer a customer securities account in accordance with the requirements of Rule 412 and the
interpretations thereunder

• Rule 762 requirements to file option trade information

•Failure to Obtain Exchange Approval Rule Violations (Rules 312(h) & (i), 342(c), 342.10, 382(a) and 791(c))

• Rule 343 requirements relating to member organization office sharing arrangements

• Rule 387 requirements for customer COD/POD transactions

• Rule 407 requirements for transactions of employees of the Exchange, member organizations or certain
non-member organizations

• Rule 408(a) requirement that written authorization be obtained for discretionary power in a customer's
account

• Rules 451 and 452 requirements relating to transmission of proxy material and authorizing the giving of
proxies

• Rule 726 options disclosure document and prospectus delivery requirement violations

• Rule 781 allocation of exercise assignment notice violations

•Failure to submit books and records or to furnish information on the date or within the time period that the
Exchange requires (Rule 476(a)(11)

• Rule 104.10 (Functions of Specialists)

•Participation in the Specialist Performance Evaluation Questionnaire (SPEQ) Process (Rule 103A)

•Specialists' Contact With Listed Companies and Member Organizations (Rule 106)

•Percentage Orders (Rule 123A.30)

•Failure to Time-Record Orders Received at the Specialist's Post (Rule 121) and Failure to Time-Record
Orders received at a Member's Booth from off the Floor (Rule 123)

• Rule 15 (ITS and Pre-Opening Applications) and Rule 15A (ITS “Trade-Throughs” and “Locked-Markets”
and ITS Block Trade Policy)

• Failure of a member organization to have individuals responsible and qualified for the positions of Financial
Principal, Operations Principal, Compliance Official, Branch Office Manager and Supervisory Analyst (Rules
342(b), (d)& .13, 311(b)(5) and 344)

• Failure of a member organization to have individuals responsible and qualified for the Positions of
Registered Options Principal, Senior Registered Options Principal and Compliance Registered Options
Principal (Rules 720 and 722(b))

• Failure of a member organization to have individuals responsible and qualified for the positions of Securities
Lending Supervisor and Securities Trader Supervisor (Rule 345(a))

Fine Amount                  Individual                Member Organization

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

656

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE104A.50/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE312%28a%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE312%28b%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE312%28c%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE313/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE345.17/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE351/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE421/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE440F/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE440G/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE440H/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE134%28c%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE134%28e%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE440B/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE132/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE412/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE312%28h%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE312%28i%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE343/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE387/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE407/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE408%28a%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE451/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE452/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE476%28a%29%2811%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE103A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE121/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE123/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE15/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE15A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE342%28b%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE342%28b%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE311%28b%29%285%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE344/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE345%28a%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


First time fined             $  500                    $1,000

\1/Second time fined         $1,000                    $2,500

\1/Subsequent fines          $2,500                    $5,000

\1/ Within a “rolling” 12-month period.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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May 18, 1990

  

Market Operations

 TO: All Members and Managing Partners/Chief Executive Officers/and Senior Operations Partners/Officers of
All Members Organizations/Purchase and Sales Managers

SUBJECT: T+ 1 Overnight Comparison - “Close Out”

By way of Information Memo Number 89-57, dated December 15, 1989, the Exchange announced that it is
planning to shorten the mandatory “close-out” of uncompared trades from “T+5” to “T+2” in April of this year.

Now that the compression of the questioned traded (QT) cycle from “T+2” to “T+1” has been successfully
implemented, the Exchange has determined to reduce members' exposure to market risk due to uncompared
trades by shortening the mandatory “close-out” feature from “T+5” to “T+2”, effective with trades of May 31,
1990.

This change in procedure has been filed with and approved by the Securities and Exchange Commission and
has the regulatory effect of an Exchange rule.

Any questions concerning this Information Memo should be directed to Dennis Covelli at (212) 656-6918.

Catherine Kinney

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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May 16, 1990

  

Member Firm Regulation

PLEASE ROUTE TO MARGIN, CASHIERING, COMPLIANCE AND INTERNATIONAL DEPARTMENTS

 TO: Members and Member Organizations

ATTENTION: Managing Partner/Chief Executive Officer/Operational Personnel

SUBJECT: Requirements for Foreign Security Transactions

Amendments to Regulation T by the Board of Governors of the Federal Reserve System that permit the
margining of certain foreign equity and corporate debt securities by member organizations and accommodate
the settlement and clearance of transactions in foreign securities became effective on April 30, 1990. (See
Information Memo Number 90-10, dated April 4, 1990). To accommodate these amendments, the Exchange
has established certain procedures and guidelines for the processing of foreign securities transactions in cash
and margin accounts.

MARGIN ACCOUNTS

The purchase or short sale of a marginable foreign security in a margin account or a sub-account, as allowed
in Regulation T, will be subject to the same Rule 431 margin requirements as any other marginable security.
However, member organizations are reminded that Rule 431 requires the imposition of higher levels of
margin on securities that are subject to unusually rapid or violent changes in value, do not have an active
market on a recognized securities exchange or where the amount carried is such that the position(s) cannot
be liquidated promptly.

The Exchange will permit the consolidation of margin accounts and sub-accounts for maintenance purposes
without requiring conversion of the foreign currency or foreign denominated security into U.S. dollars. Member
organizations must recognize that possible fluctuations between foreign currencies and the U.S. dollar may
have an adverse effect on the total equity in a margin account. Additional margin should generally be required
to compensate for expected losses in equity that may occur due to such currency fluctuations.

When a transaction in a marginable foreign security creates or increases a margin deficiency in a margin
account, thereby creating a “federal call”, payment of the “federal call” must be satisfied within seven (7)
business days after trade date. The settlement and clearance provisions established in Regulation T for
payments in cash accounts do not apply to margin account transactions. Any request for an “extension of
time” as provided for pursuant to Regulation T, Section 220.4(c)(3), must be received by the Exchange on
the seventh (7th) business day after trade date and should only be made when warranted by exceptional
circumstances. Therefore, extension of time requests for margin accounts that are based on the reason that
the trade has not yet settled due to foreign settlement procedures will not be granted.

CASH ACCOUNTS

Due to differing settlement time framed/procedures in various foreign,countries, the Regulation T
amendments address the time periods for payment of cash account purchases of foreign securities made in a
foreign securities market. Regulation T, Section 220.8(b)(1) “Full Cash Payment” states in part:

A creditor shall obtain full cash payment for customer purchases -
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(i) Within seven business days of the date:

____________________________________________________________

(ii) In the case of the purchase of a foreign security, within seven business days of the trade date or the date
on which settlement is required to occur by the rules of the foreign securities market, provided this period
does not exceed the maximum time permitted by this part for delivery against payment transactions.

Consequently, payment is due for cash account transactions in foreign securities made in accordance with
settlement procedures of a foreign securities market on the seventh (7th) business day after trade date or, if
the settlement date is later than seven (7) business days, on the settlement date established by the foreign
securities market. However, if the settlement date is thirty-five (35) or more calendar days after trade date,
and payment has not been received an extension of time must be requested for such transaction on the thirty-
fifth (35th) calendar day. The following examples and explanations of extension procedures are intended to
assist member organizations in this area.

1. A foreign security is purchased in a foreign securities market with a settlement period of seven (7) business
days or less (e.g., May 1, 1990 trade date with a three (3) day settlement on May 4, 1990).

Under Regulation T, payment is due by the seventh (7th) business day (May 10, 1990), and any appropriate
request for an “extension of time” must be received by the Exchange on the seventh (7th) business day
(May 10, 1990). Acceptable reason codes (as outlined in the NYSE Interpretation Handbook, Pages 6434
through 6443) are to be utilized for any extension request involving the purchase of a foreign security where
settlement date is seven (7) business days or less after trade date.

2. A foreign security is purchased in a foreign securities market with a settlement period exceeding seven (7)
business days but less than thirty-five (35) calendar days (e.g., May 1, 1990 trade date with a fourteen (14)
day settlement on May 15, 1990).

Under Regulation T, payment is due on the settlement date (May 15, 1990), and any appropriate request for
an “extension of time” must be received by the Exchange on settlement date (May 15, 1990). For transactions
that have a settlement date of the eighth (8th) business day through and including the thirty-fourth (34th)
calendar day after trade date, that require an “extension of time”, the Exchange has established a new reason
code (“Code 8”) for use by member organizations.

Extension requests under “Code 8” must be received by the Exchange on the established settlement date.
The Exchange's computerized extension system will grant one (1) “Code 8” request for a maximum of seven
(7) calendar days. If extraordinary circumstances necessitate an additional request, member organizations
must obtain prior approval from the Credit Regulation

Section before submitting a second request. “Code 8” extension requests will be a chargeable code, which
means customers are limited to five (5) extension requests in any twelve (12) month period. Since “Code
8” will be utilized for various reasons for an extension request, member organizations will be required
to maintain a written record of each request granted/denied to reflect the facts regarding the particular
circumstances related to the extension request. Such records will be subject to review by the Exchange field
examiners and upon request of the Exchange.

3. A foreign security is purchased in a foreign securities market with a settlement period of or exceeding
thirty-five (35) calendar days (e.g., May 1, 1990 trade date with settlement on June 15, 1990).

Under Regulation T, payment is due on the thirty-fifth (35th) calendar day (June 5, 1990), unless an
“extension of time” has been requested and granted. Therefore, if payment has not been received by the
thirty-fifth (35th) calendar day a request for an “extension of time” must be received by the Exchange on
June 5, 1990, using reason “Code 15”. Requests under this code will be treated the same as any other COD
transaction that has been delayed due to a “fail to receive”.

For sales of a foreign security in a foreign securities market where the member organization has not
obtained possession of the security from the customer within ten (10) business days after settlement date,
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as established by the foreign securities market, the member organization must buy-in the security sold or,
where appropriate request an “extension of time” from the Exchange on the tenth (10th) business day after
settlement date.

To accommodate these situations the Exchange has established a new reason code (“Code 52”) for use
by member organizations to comply with SEC Rule 15c3-3(m), “Completion of Sell Orders on Behalf
of Customers.” Unlike other reason codes covering sale transactions, “Code 52” will require member
organizations to use the appropriate settlement date on the extension form rather than the trade date. The
Exchange's computerized extension system has been programmed to compute ten (10) business days
from settlement date to extension request date to insure compliance with the SEC rule. Since “Code 52”
will be used to represent various reasons for an extension request, member organizations will be required
to maintain a written record of each request granted/denied to reflect the facts regarding the specific
circumstances that generated the extension request.

Member organizations may, in lieu of the ten (10) day buy-in requirements for foreign securities sold in
a foreign securities market, apply the alternative procedures permitted under SEC Rule 15c3-3(d)(2) as
explained in the Exchange's Interpretation Handbook (See Page 541). These procedures permit member
organizations to treat foreign settled securities similar to fails to receive over thirty (30) calendar days old.

Member organizations may extend credit on foreign debt securities that meet the criteria of Regulation T
as of April 30, 1990, the effective date of the amendments. Member organizations may not extend credit
on foreign equity or convertible debt securities until those securities that have been certified as meeting the
requirements of Regulation T have been included on the “List of foreign margin stocks” published by the
Federal Reserve Board. The Exchange will publish shortly the procedures for having such securities certified
as eligible for the extension of credit. The Federal Reserve Board listing is published quarterly, therefore,
these securities will not be able to be included until the next publication in August, 1990.

Any inquiries regarding this Information Memo may be addressed to Credit Regulation, New York Stock
Exchange, Inc., 20 Broad Street, 23rd Floor, New York, NY 10005 to the attention of Mr. Edward Herbert,
(212) 656-5830, Mr. Steven Levine, (212) 656-7080 or Mrs. Patricia Neil, (212) 656-5227.

Raymond J Hennessy

Vice-President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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May 11, 1990

  

Market Surveillance

MOC ORDERS LIQUIDATING INDEX STRATEGIES MUST BE IN BY 3 PM SEE PAGES 1 and 2 FOR PROCEDURES

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Procedures for Handling Market-on-Close Orders on May 18, 1990 (“Expiration Friday”)

Members and member organizations are reminded that the closing procedures for expiration Friday will again
be implemented on expiration Friday, May 18, 1990, as indicated below. The SEC has formally approved the
extension of the pilot through November 1990.

PROCEDURES RELATING TO THE CLOSE

The Exchange regularly implements the quarterly triple expiration Friday procedures for market-on-close
(“MOC”) orders each expiration Friday and had expanded the scope of applicable MOC orders to those
relating to a strategy involving any stock index futures, stock index options, or options on stock index futures,
in the pilot stocks. These procedures have been filed as a rule with the SEC.

In June 1989, the Exchange changed the cut-off time to 3:00 p.m. for the entry of MOC orders that relate to
a strategy including any stock index futures, stock index options or options on stock index futures in the pilot
stocks. These revised closing procedures will again be implemented with the May 18, 1990 expiration.

Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders on so-called “expiration
Fridays” (the Fridays preceding the expiration or settlement of options or futures contracts based on a stock
index). The procedures, which may be used only on expiration Fridays, are intended to provide an orderly
means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering
and using MOC orders. In this regard, if using such orders, you should enter them as early in the day as
feasible. This will provide an opportunity for Floor brokers and/or specialists to better ascertain possible order
imbalances that might exist at the close. Consequently, efforts can be more easily made to contact potential
buying (selling) interests which could offset any such possible imbalance.

Pilot Stocks

For the purpose of facilitating the publication of any significant order imbalance in one of the pilot stocks (see
attached list), you must as stated above, enter all MOC orders, in positions relating to a strategy involving any
stock index futures, stock index options, or options on stock index futures, by 3:00 p.m. eastern time. It should
be noted that, pursuant to Rule 13, an order for execution at the close may only be entered for execution at-
the-market; “limit-at-the-close” orders are not permitted.

As soon as possible after 3:00 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:00 p.m. in those pilot stocks. Additionally, as soon as possible after
3:30 p.m. the Exchange will again publish on the tape any imbalance of MOC orders of 50,000 shares or
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more that existed at 3:30 p.m. For those pilot stocks that had imbalance notices published at 3:00 p.m. and
there is no imbalance of 50,000 shares or more at 3:30 p.m., the Exchange will publish a “No Imbalance”
message. If a pilot stock does not have an imbalance message printed at 3:00 p.m., no MOC orders will
be permitted in that stock unless, at 3:30 p.m., due to cancellations, a 50,000 share or more imbalance is
published. If that occurs, MOC orders will be permitted to offset the imbalance published at 3:30 p.m. If a “No
Imbalance” notice is published in a pilot stock at 3:30 p.m., no MOC orders will be permitted. While MOC
orders previously entered may be cancelled or reduced in size, once such publication has been made, any
MOC orders subsequently entered will be accepted only to trade on the opposite side of the market in relation
to such published imbalance. The liquidation of positions relating to a strategy involving any stock index
futures, stock index options, or options on stock index futures using MOC orders entered after 3:00 p.m. is not
permitted, even if such orders might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:30 p.m. may not reflect the imbalance that exists at the close.

These procedures relate only to the pilot stocks. Regular procedures will apply to all other listed securities.

Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they may be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

“G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
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New York Stock Exchange regulations should be addressed, such as SEC Rules 9a-2, 10a-1, 10b-5, as well
as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
David Leibowitz at (212) 656-4588.

Robert J. McSweeney

Senior Vice President

                                               

Attachments

                               

Expiration Friday Pilot Stocks - May 18, 1990

ABT                          ABBOTT LABORATORIES

AXP                          AMERICAN EXPRESS COMPANY

AHP                          AMERICAN HOME PRODUCTS CORPORATION

AIG                          AMERICAN INTERNATIONAL GROUP INC.

T                            AMERICAN TELEPHONE AND TELEGRAPH

AIT                          AMERITECH

AN                           AMOCO CORPORATION

BUD                          ANHEUSER BUSCH COMPANIES INC.

ARC                          ATLANTIC RICHFIELD COMPANY

BEL                          BELL ATLANTIC CORPORATION
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BLS                          BELL SOUTH CORPORATION

BA                           BOEING COMPANY

BMY                          BRISTOL MYERS COMPANY

CCB                          CAPITAL CITIES /ABC INC.

CHV                          CHEVRON CORPORATION

KO                           COCA COLA COMPANY

DEC                          DIGITAL EQUIPMENT CORP.

DOW                          DOW CHEMICAL COMPANY

DD                           DU PONT COMPANY

EK                           EASTMAN KODAK COMPANY

LLY                          ELI LILLY AND COMPANY

XON                          EXXON CORPORATION

F                            FORD MOTOR COMPANY

GE                           GENERAL ELECTRIC COMPANY

GM                           GENERAL MOTORS CORPORATION

GTE                          GTE CORPORATION
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HWP                          HEWLETT PACKARD COMPANY

IBM                          INTERNATIONAL BUSINESS MACHINES CORP.

IP                           INTERNATIONAL PAPER COMPANY

JNJ                          JOHNSON AND JOHNSON

MCD                          MCDONALDS CORPORATION

MRK                          MERCK AND COMPANY INC.

MMM                          MINNESOTA MINING AND MANUFACTURING

MOB                          MOBIL CORPORATION

NYN                          NYNEX CORPORATION

PAC                          PACIFIC TELESIS GROUP

PEP                          PEPSICO INC.

PFE                          PFIZER INC.

MO                           PHILIP MORRIS COS. INC. HOLDING CO.

PG                           PROCTER AND GAMBLE COMPANY

RD                           ROYAL DUTCH PETROLEUM COMPANY

SLB                          SCHLUMBERGER LTD.
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S                            SEARS ROEBUCK AND COMPANY

SBC                          SOUTHWESTERN BELL CORPORATION

TX                           TEXACO INC.

UN                           UNILEVER N.V. ADRS

USW                          U.S. WEST INC.

X                            USX CORPORATION

WMT                          WAL MART STORES INC.

DIS                          WALT DISNEY COMPANY

WMX                          WASTE MANAGEMENT INC.

WX                           WESTINGHOUSE ELECTRIC

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of March 21, 1990,
and the 20 Major Market Index stocks.

MEMORANDUM

Date: May 10, 1990

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) Orders

MOC Orders

Q. When can a specialist print “paired-off” market-on-close orders as “stopped stock”?

A. The special “stopped stock” procedure for Market on Close orders is used only 12 times a year on
“expiration days”, usually the 3rd Friday of each month.

Q. On expiration days, how do you determine the price at which to print the “stopped stock”?
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A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

Q. If there was no MOC imbalance of 50,000 or more shares in a pilot stock at 3 p.m., but due to
MOC order cancellations, an imbalance of 50,000 or more shares exists at 3:30 p.m., should it be
disseminated?

A. Yes. Subsequently, contra side MOC orders may be entered.

Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

Example #1 200,000 buy MOC

50,000 sell MOC

50,000 sell plus MOC

25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000 - S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

Example #2 100,000 sell MOC

50,000 buy MOC

25,000 buy minus MOC

25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000 - B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

Q. How are buy minus/sell plus Market-on-Close orders handled on Expiration Fridays?

Example: Market 20 1/4- 1/2 - last sale 20 3/8

A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus order would
go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the other hand, if the
20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus order would go ahead of
the 20 1/2 limit sell orders on the book because it should be treated like a market order. Similarly, a market-
on-close buy minus order would be treated as a limit order if the last sale was on a “plus” or “zero plus”, going
behind any buy orders limited at 20 1/4. If the last sale was on a “minus” or “zero minus” tick, the market-on-
close buy minus order would be treated as a market order and executed ahead of 20 1/4 limit buy orders on
the book.

Q. How do you determine the price at which MOC orders are executed on non-expiration days?

A. Again, the general rule of thumb is imbalance creates price change while a perfect pair-off creates no
change in price.

Non-Expiration Day

Examples:

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

668

http://researchhelp.cch.com/License_Agreement.htm


Mkt. 24 - 1/8 20,000×30,000

Last Sale 24 1/8-a zero minus tick

Example A: Sell 20,000 MOC; Buy 25,000 MOC

Imbalance Rules - 20,000 sells at 24 then 25,000 trades at 24 1/8 - Last 24 1/8+

Example B: Sell 20,000 MOC; Buy 15,000 MOC

Imbalance Rules Again - 15,000 trades 24 1/8 then 20,000 sells at 24 - Last 24 -

Example C: Sell 10,000 MOC; Buy 10,000 MOC

No Imbalance of supply and demand so market should return to price prior to market-on-close.

So: 10,000 sells at 24 the 10,000 trades at 24 1/8 - Last 24 1/8+

•In all 1/8 point examples it is assumed there is a Public Bid and Public Offer. If it is the Specialist Bid or Offer,
he must yield to the pair-off, since he is Agent for those orders.

Q. What if there are insufficient bids and offers to satisfy the Buy and Sell MOC orders?

A. Example:

Mkt. 24 - 1/8 10,000×10,000

Last Sale 24 1/8 - a plus tick

Sell 20,000 MOC; Buy 20,000 MOC

No imbalance of supply and demand so market should return to price prior to market-on-close.

20,000 sells at 24 (the book buys 10,000 and the Buy MOC buys 10,000) then 10,000 trades at 24 1/8 (the
remaining Buy 10,000 MOC trades with the book).

Q. What if the quotation spread is 1/4 or more?

A. Ideally, the specialist should offset the imbalance and cross the entire amount inside the existing quote.
Where market conditions or rules do not facilitate such an offset, the “paired-off” portion could be crossed 1/8
point away from the indicated closing price with the imbalance setting the closing sale.

Non-Expiration Day

Examples:

Mkt. 24 - 1/4 100,000×100,000

Last 24 1/4 - a minus tick

Example A: Sell 20,000 MOC Buy 25,000 MOC (Assume specialist short)

Imbalance sets close - 20,000 sells at 24 1/8 then 5,000 trades at 24 1/4, last 24 1/4+

Example B: Sell 100,000 MOC Buy 55,000 MOC if specialist does not “cross” the entire amount at 24 1/8

Imbalance sets close - 55,000 sells at 24 1/8 then 45,000 trades at 24; last 24 -

Example C: Sell 20,000 MOC Buy 20,000 MOC

No imbalance

20,000 sells at 24 1/8; last 24 1/8 -

Q. How will the specialist determine which orders receive which prices?

A. While all MOC orders become effective simultaneously, it would be consistent with NYSE policy to allocate
the most advantageous prices to the orders received earliest.

Q. Are limit at-the-close or MOC “short” at-the-close orders permitted?
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A. Limit at-the-close orders, where a specific price is indicated, are not allowed. Firms may enter “short” MOC
orders.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Member Firm Regulation

 TO: MEMBER ORGANIZATIONS

ATTENTION: MANAGING PARTNERS, CHIEF EXECUTIVE OFFICER AND CHIEF FINANCIAL AND
OPERATIONS PARTNERS/OFFICERS

SUBJECT: ELECTRONIC TRANSMISSION OF FOCUS REPORT DATA

The Exchange is working with the Securities Industry Automation Corporation (SIAC) to implement a program
for the electronic transmission of FOCUS report Data.

Electronic transmission will greatly improve the timeliness, accuracy and review of FOCUS Report data.
Electronic transmission of FOCUS report data will be accomplished by using personal computers (PC) and
SIAC developed software. The data entry component permits the member organization to enter and verify
FOCUS report data. The review facility runs standard FOCUS edit equations against the data to identify
arithmetic and cross-footing errors.

PC FOCUS Report data transmission will require specific hardware and software. Attached is a SIAC
Implementation Form and a SIAC software requirement document. Please complete and return them by May
18, 1990.

Certain member organizations will be contacted by the SIAC PC Service Center within the next few months
and will receive a PC FOCUS report package which contains software diskettes, documentation, and
instructions for installing the software package. Member organizations will be asked to review and try the
package by entering data from a previously submitted FOCUS report. The package will also include a SIAC
phone number to call for comments and questions.

After, the test period is completed, the electronic transmission of FOCUS report Parts I, II, and IIA will be
mandatory for all member organizations subject to SEC Rule 15c3-1 except for floor brokers.

It should be noted that member organizations still must send the physical report to comply with statutory
requirements. However, future enhancements may enable member organizations to produce a facsimile of
the FOCUS Report directly off of the PC, thus eliminating duplicate typing.

Questions concerning this memo may be directed to your Finance Coordinator.

Salvatore Pallante

Vice President

Attachment

FORM NOT REPRODUCED!!!!!

HARDWARE/SOFTWARE REQUIREMENTS

HARDWARE                PREFERRED                MINIMUM                  COMMENTS

REQUIREMENTS
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Personal Computer       IBM AT IBM PS/2          Compaq AST

                        (All Models)

Memory                  640 Kb RAM               512Kb can be used,

                                                 but this may affect

                                                 your own PC

                                                 software

Display Unit            Color VGA &              Color CGA and

(Monitor)               EGA                      other graphic

                                                 monitors are also

                                                 supported

Hard Drive              Hard Disk Drive

(Mass Storage)          with at least 2

                        Megabytes of

                        available spaces

Diskette Driver         Two 5 1/4# drives or     A Hard Drive and         Software will
 be
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(Floppy)                one 3 1/2# and one       one Diskette Drive       distributed on
 5 1/4#

                        5 1/4# Drive (see                                 DSDD (360KB) or

                        comments)                                         3 1/2# DSDD

                                                                          (720Kb)
 diskettes.

Printer                 Wide carriage (132       Narrow carriage          User must set

                        character) dot-matrix    printer (dot-matrix)     printer to
 proper

                        parallel                 capable of               mode and test
 it.

                        printer.                 supporting 132           For most
 systems,

                                                 print positions in       printing is
 optional.

                                                 “compressed”

                                                 mode.

Commun ications         COM 1 or COM 2

Port                    serial port must be

                        available
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Modem                   Hayes 1200 or            Hayes compatible         You need a
 modem

                        2400 baud                1200 or 2400 baud        cable if you
 select

                        asynchronous             asynchronous             an external
 modem.

                        internal or external     modem

                        modem

Phone Line              Auxiliary voice          A rotary line can be     Internal PBX
 office

                        grade (analog)           used                     lines not

                        touch tone phone                                  recommended.
 You

                        line terminated                                   must specify to

                        with RJ11c or RJ45                                SIAC external

                        (depending on                                     dialing
 routine:

                        modem) modular

                        jack.

SOFTWARE                PREFERRED                MINIMUM                  COMMENTS

REQUIREMENTS
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Operating System        IBM or MS                IBM or MS

                        DOS 3.3                  DOS 3.1

Data Entry              SIAC will supply

Application             application

Software                diskettes

Commun ication          SIAC will supply

Software                software diskettes

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Enforcement

PLEASE ROUTE TO COMPLIANCE, LEGAL AND REGISTRATION DEPARTMENTS

 TO: MANAGING PARTNERS, CHIEF EXECUTIVE OFFICERS, COMPLIANCE DIRECTORS, LEGAL
DEPARTMENTS AND REGISTRATION DEPARTMENTS OF MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: TIMELY AND COMPLETE FILINGS AND RESPONSES TO ENFORCEMENT INQUIRIES

The increased filing rate of Forms RE-3 and U-5 has placed demands on the resources of member firms as
well as the Exchange. The Exchange responded to this recently by raising the reporting thresholds under
Rule 351(a)(7) and (8). (See Information Memorandum 90-12, April 12, 1990.)

In order to maximize the effective use of resources committed to fulfilling self-regulatory responsibilities,
the following steps should be taken by members and member organizations in connection with filings and
responses to requests for information in preliminary investigations to conform to current requirements.

RELEVANT DOCUMENTS AND COMPLETE DETAILS MUST ACCOMPANY FILINGS

1. Forms RE-3 and U-5 and any amendments thereto must be filed promptly. Promptly means filing within
30 days of the reportable event. Failure to file or late filing of reports may subject the firm or responsible
individuals to appropriate disciplinary action, including summary fine procedures pursuant to Exchange Rule
476A.

2. Member organizations should be aware that the Exchange generally must assert jurisdiction over a former
registered employee who is no longer employed at a member firm within one year from notification to the

Central Registration Depository (CRD) and the Exchange of termination, 1   whether the termination is
voluntary or involuntary. (Jurisdiction must also be asserted over former non-registered employees. See
paragraph 10 below.)

Thus, failure to amend a previously filed Form U-5 on a timely basis, i.e., upon receipt of information of
complaints and other matters described in Questions 13, 14 and 15 of Form U-5, may result in loss of
jurisdiction.

3. The current Form RE-3 specifically requires complete details and relevant documents with respect to
reportable events.

Relevant documents will, with rare exceptions, include pleadings, correspondence, new account
documentation and account statements for the relevant period. If the registered person's explanation of the
matter, and/or the firm's explanation, has not been provided through the pleadings or correspondence being
furnished with the Form RE-3, they should also be furnished with the Form RE-3 to avoid time-consuming and
expensive supplemental responses.

While the details concerning other pending customer complaints against a registered representative are not
literally required by the current Form RE-3 when reporting the settlement of a single complaint, the Division
of Enforcement has been requesting such information in virtually all preliminary investigations prior to making
a final evaluation of a filing concerning a reportable event. Similarly, the details concerning prior complaints
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against a registered representative, resolved within three years prior to the resolution of the current complaint,
are also relevant, even if the prior complaints were not reportable events under Exchange Rule 351.

Therefore, such other complaints, whether pending or concluded within three years of the date of the
resolution of the current reportable event, should be listed and described in detail. If the other complaints
were pre-viously reported, simply describe the substance of such report, the title of the previously filed report
(Form RE-3 or Form U-5) and the date executed.

4. Form U-5 also requires full details of outstanding complaints, litigation and other material matters. Where
appropriate, the same documents required by Form RE-3, if attached to Form U-5, would facilitate the usual
Exchange review.

RECORD RETENTION AND PRODUCTION

5. In order to comply in a timely fashion with document requests, customer complaint or arbitration files
generally should be retained in an accessible location and should not be shipped into storage before the
relevant filing, accompanied by complete details and all relevant documents,has been made with the
Exchange and evaluated.

6. Production of illegible or incomplete documents delays evaluation and resolution of a matter and will not be
accepted as a timely response to a request.

PROMPT RESPONSES

7. Requests for information by the Exchange must be responded to in a timely manner.

8. Any requests for extensions of time within which to respond to requests for information should be made in
advance of the due date, outlining the particular basis for the request.

9. The Exchange may take appropriate disciplinary action, including summary proceedings to impose fines
pursuant to Exchange Rule 476A, whenever, in the course of an Enforcement inquiry, firms or responsible
individuals fail to respond to requests for information in a timely and complete manner.

FILE U-5s FOR FORMER REGISTERED EMPLOYEES

10. Form RE-3 may be used to report terminations for cause for non-registered persons.

11. Many firms have been filing Forms RE-3 after the settlement or other disposition of complaints against
former registered employees. The correct filing is an amended Form U-5 upon the receipt of a complaint,
notice of litigation or arbitration, or other matters listed in Questions 13, 14 and 15 of Form U-5, rather than
Form RE-3 after the matter has been concluded. (If the firm is also a subject of the same reportable event, a
Form RE-3 may be required as to the firm.)

BRANCH CODES

12. On all future submissions of Forms U-5, amended Forms U-5, Forms RE-3 and new Branch Office
applications, the firm's standard branch number or alpha designation to describe branch location must be
entered.

On the Form U-5, the branch code must be entered in item #6 on the first page. On the RE-3, the branch
must be entered directly above the Social Security number located on the first page. Supplies of these forms
are available from the Subscription and Distribution Section of the Exchange at 20 Broad Street, NY, NY
10005.

Any questions on the above may be directed to Edward Hewitt, Director of the Preliminary Investigations Unit,
at (212) 656-5128.

David P. Doherty

Senior Vice President
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Footnotes

1  Reference should be made to Information Memoranda 86-11, issued March 21, 1986, and 86-17, issued
May 20, 1986, which detail the obligation to file Forms U-5 reporting terminations for cause (which
include those with affirmative answers to Questions 13, 14 and 15) with the Exchange's Enforcement
Division as well as the CRD. Similarly, amended Forms U-5 reporting affirmative answers to Questions
13, 14 and 15 must also be filed with the Exchange and the CRD, even if the original termination was not
for cause.
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Market Surveillance

 TO: Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Trade Comparison Procedures and Audit Trail Requirements

In July 1989, the Exchange communicated its intent to require certain audit trail data elements for trade
comparison purposes. Accurate audit trail data relating to crowd-to-crowd buy and sell executing and contra
broker badge numbers was to be a prerequisite for trade comparison in the third quarter of 1990. Current
analysis of audit trail data quality suggests that this requirement could, if implemented on the present
schedule, result in a significant impact on member firms' trade comparisons.

Therefore, the Exchange has determined that the third quarter 1990 implementation date will be temporarily
delayed if that requirement would result in an unacceptable number of uncompared trades. We will
continue to monitor accuracy of crowd-to-crowd badge matches, so as to make a decision when it would be
appropriate for implementation of a comparison requirement, at which time we will notify you. Nevertheless,
continuing improvement of members' and member organizations' audit trail quality remains essential. In that
regard, beginning on June 1, 1990, members and member organizations should only use the standardized
stationery described in our October 27, 1989 Information Memo, which has been approved by the SEC as a
NYSE rule requirement.

It was also anticipated that in April 1990, NSCC would eliminate the “suggested names” procedure, and in
June 1990 discontinue summarization. These time frames have also been delayed. Every step of the ongoing
audit trail-related systems and procedural changes, particularly those which impact trade comparison, will be
carefully evaluated.

Notwithstanding the above, by June of 1991, members and member organizations will be expected to provide
badge and execution time audit trail data which is of a similar level of accuracy as comparison data, such
as clearing firm, trade price and trade quantity input, which is presently at about 99% accuracy on most
days. We recognize that some errors will occur in the processing of data. In the interim, the Exchange will
continue to carefully monitor members' and member organizations' compliance with Exchange Rule 132 for
all data elements, including execution time. In keeping with our 1991 goal, we also will continue to raise our
expectations regarding audit trail data quality.

Exchange staff will be available, upon request, to consult individual members and member organizations on
areas where improvement is needed, when such firms are unable to identify this information through their
own compliance analysis. We believe that performance reports focusing on audit trail quality will assist you
in supervising this requirement. Such reports, highlighting areas requiring improvement, were issued to Floor
brokers in January 1990. As of April, we began distributing reports to specialists and clearing firms, and by
June, all specialists and clearing firms will receive performance reports. These reports will reflect crowd-to-
crowd audit trail data which does not match perfectly.

With respect to the quality of audit trail data, formal regulatory action will not be taken until July 2, 1990.
At that point, we will focus on individual brokers and firms in the bottom 20% of their respective category
(i.e. Floor broker, specialist unit or clearing firm), provided audit trail data quality for that individual or firm is
less than 85%. In mid-September, we will advise you of regulatory expectations during the fourth quarter.
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We expect all members to strive for 100% accuracy, and by year-end, we expect all members and member
organizations to have at least 85% audit trail quality performance. At that time, we will notify you regarding the
level that will be acceptable during the first half of 1991, as well as when badge matching for crowd-to-crowd
data will be a comparison prerequisite.

The Exchange is also building a facility to enable members and member organizations in 1991 to correct
audit trail data problems prior to trade settlement, and thereby obviate any regulatory action in most
instances.

If you have any questions regarding the foregoing, please contact Mr. Arthur Harris (212) 656-6884, Mr.
David Leibowitz (212) 656-4588, or Ms. Carol Krusik (212) 656-4597.

Robert J. McSweeney

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 90-14

Click to open document in a browser

April 17, 1990

  

Market Surveillance

 TO: All Members, Member Organizations and Option Trading Right Holders

SUBJECT: Increased Option Position and Exercise Limits for Hedged Positions

Stock Option Position Limits: Hedge Exemption

In the past, position limits on equity options have been based on historical trading volume figures in the
underlying stock as well as on the number of shares outstanding. Using this data, equity option position limits
for positions held on the same side of the market (i.e., long calls/short puts and long puts/short calls) are
determined to be either 3,000, 5,500 or 8,000 contracts.

Since each equity option contract generally corresponds to 100 shares of the underlying stock, these position
limits normally restrict investors from accumulating equity option positions corresponding to no more than
300,000, 550,000 or 800,000 shares of the underlying stock. These limits previously applied regardless of any
offsetting position an investor may hold in the underlying stock.

Effective immediately, and for the pilot period expiring December 22, 1990, the New York Stock Exchange, in
accordance with recently approved revisions to NYSE Rule 704 (Position Limits), will permit a limited hedge
exemption that will allow investors to establish equity option positions up to twice the size that the current limit
permits as long as the positions in excess of the current limits are fully hedged. In no event can a stock option
position, even if fully hedged, exceed twice the current position limit.

Stock option exercise limits have not been changed. Therefore, investors will be allowed to exercise during
any five consecutive business days, the same number of contracts set forth in the position limits for that
option, including those that are hedged.

As amended, NYSE Rule 704(b) will exempt a long (short) option contract hedged by short (long) stock on a
nominal, one-for-one basis (e.g., by 100 shares, or in the case of an adjusted contract, the number of shares
represented by the adjusted contract). The exempted hedge positions are:

•Long stock and short calls,

•Long stock and long puts,

•Short stock and long calls,

•Short stock and short puts.

The exemption will be automatic (i.e., the Exchange need not specifically approve a position in advance).
Those employing the hedge exemption are required to submit Form 704 (attached) to the New York Stock
Exchange, Options/Special Products Analysis, 11 Wall Street, 11th Floor, New York, N.Y. 10005 by the close
of business on the first business day following the trade date (T+1).

Excess option positions must be liquidated prior to or contemporaneously with a decrease in the hedged
stock position. If an excess option position is not fully hedged with shares of stock on a one-for-one basis, the
options holder will lose the exemption, be required to close out his positions in excess of the current position
limit and be precluded from effecting additional opening transactions until he has done so.

Broad Index Option: Positions and Exercise Limits
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The Exchange has modified the broad index option position and exercise limits applicable to options on the
NYSE Composite Index (NYA) in three respects.

First, the aggregate position limit is raised to 45,000 contracts on the same side of the market, with no more
than 25,000 in the nearest-term series.

Second, the limits are expressed as numbers of contracts rather than in dollar value. These changes will
increase the NYA position limit from the current $300 million level (equal to approximately 16,284 contracts
based on Index value of 184.39 on February 9, 1990). The new aggregate position limit will be 45,000
contracts (approximately $829 million at the same Index value) and the limit for the nearest expiration month
will be 25,000 contracts (approximately $460 million at the same Index value).

Third, the exercise limit is increased to 25,000 contracts (the nearest-term series' position limit).

Broad Index Options Position: Hedge Exemption

The Exchange has provided for a hedge exemption to the position limit for broad index options, limited to
public customers of member organizations, who apply to the Exchange for the exemption in accordance
with the procedures and conditions described below. A public customer of a member organization means
a customer that is not a broker or a dealer. This hedge exemption is available throughout the pilot period
expiring December 22, 1990.

This hedge exemption will enable a public customer of a member organization to hedge a qualified long stock
portfolio with broad index option contracts, either long puts or short calls, or a combination or an equivalent
position, up to a maximum of 125,000 contracts without regard to the normal position limits. This proposal
precludes the use of the hedge exemption for arbitrage between stock portfolios and broad index options.
It also requires the hedge exemption customer to establish and liquidate stock and options positions in
an orderly fashion; not to establish or liquidate positions in a manner calculated to cause unreasonable
price fluctuations or unwarranted price changes; to liquidate or decrease the options hedge prior to or
contemporaneously with any decrease in the value of the hedged stock portfolio; and to mark all options
orders affecting the position as ‘hedge’.

In order to use the broad index option hedge limit, a public customer of a member organization must have
a previously-established and Exchange-approved stock portfolio (i) that is comprised of common stocks
that are each net long and are distributed across at least four industry groups, (ii) that consists of at least 20
stocks, none of which account for more than 15 percent of the value of the portfolio and (iii) that is carried in
an account with a member organization, thus assuring that the Exchange has the ability to conduct adequate
surveillance of the hedged position.

A broad option position held pursuant to this hedge exemption cannot exceed the available hedge value of
the hedged stock portfolio. The available hedge value is determined by totaling the values of the net long
positions for each of the stocks in the stock hedge portfolio and subtracting the value of any short positions
in futures on the index group that underlies the contracts and in options on those futures, any economically
equivalent positions in broad index stock group options held in reliance on comparable provisions in the rules
of other exchanges, and economically equivalent positions in futures or options on futures. Use of the hedge
exemption does not interfere with a customer's right to have additional, unhedged positions in keeping with
the position limits of Rule 704(c)(i).

Although exercise limits for broad index option positions remain at 25,000 contracts, an exception is available
allowing public customers with expiring contracts which exceed 25,000 contracts, and which have been held
in reliance on the hedge exemption, to exercise all such contracts on the last business day prior to expiration
and until expiration. This will also permit public customers to roll over their expiring options positions on
expiration without exposing their stock holdings.

The broad index option hedge exemption is not automatic, but will only be available upon individual
application submitted on form 704A (attached), and approval by the Exchange specifying a maximum number
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of contracts for the exemption. Holders of broad index option positions under this exemption will assume a
continuing obligation to update application information and to report to the Exchange any material changes
related to their hedge positions, including changes to their hedged stock portfolios, and their positions in stock
index futures, options on those futures and other broad index options. Any customer who violates any of
the hedge exemption provisions absent reasonable justification or excuse, will be required to liquidate any
excess position promptly and in an orderly manner and will lose its exemption. Such a withdrawal may form
the basis for a denial of a subsequent application for an exemption. If warranted, the responsible member
organization(s) may be subject to disciplinary action.

The Exchange will monitor broad index option hedge positions and movements in those positions daily to
determine if the positions are being maintained in accordance with all conditions and requirements, as well
as for other rule violations. On the Wednesday prior to expiration, member organizations carrying broad
index option hedge positions for customers are required to telefax data to the Exchange regarding the current
status of the customers' hedged positions. Exercises of broad index options in excess of the near-term series'
position limits will be examined carefully. Any account that liquidates a substantial amount of stock on the
last trading day prior to expiration and that exercises in excess of 25,000 broad index option contracts will
be subject to a rebuttable presumption that the customer has violated the hedge exemption provisions. The
Exchange will coordinate its hedge exemption program with the other options exchanges in order to prevent
an applicant from using more than one hedge exemption to hedge a single qualified stock portfolio. Copies of
amended Rules 700 (Applicability, Definitions and References), 704 (Position Limits), 705 (Exercise Limits)
and 753 (Acceptance, Priority and Precedence of Options Bids and Offers) are attached as Exhibits.

Any questions regarding these modifications and changes should be addressed to Mr. Joseph Dorilio at 212
656-6197 FAX 21

Agnes M. Gautier

Vice President

Market Surveillance

Request for Stock Option Hedge Exemption Report Form

__________________________________________________________________________________________

To be filed with: Market Surveillance, 11th floor, 11 Wall Street, New York, NY 10005.
 Phone 212

656 6197 Fax 212-656-7244

Submitting Clearing Member                                 Clearing Member

__________________________________________________________________________________________

Address

__________________________________________________________________________________________

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

683

http://researchhelp.cch.com/License_Agreement.htm


Prepared by                                                Signature

__________________________________________________________________________________________

(please type)

If Submitted on behalf of non-clearing member or non-member broker dealer:

Name of Firm

__________________________________________________________________________________________

Address

__________________________________________________________________________________________

    Client                       Hedged Positions

 information

                                    Underlying

Tax                       Account     Stock     Option  Positions     Type     Series    
     Stock  Position

 ID

 or    Name    Address   Number(s)   Symbol     Long     Written   (C) or (P)   Mos.   
 S.P.   Long    Short

SSN
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___    _____    ____      _____      ______     ____     _______     _____      ___    
 ___    ____    ____

___    _____    ____      _____      ______     ____     _______     _____      ___    
 ___    ____    ____

___    _____    ____      _____      ______     ____     _______     _____      ___    
 ___    ____    ____

___    _____    ____      _____      ______     ____     _______     _____      ___    
 ___    ____    ____

___    _____    ____      _____      ______     ____     _______     _____      ___    
 ___    ____    ____

___    _____    ____      _____      ______     ____     _______     _____      ___    
 ___    ____    ____

___    _____    ____      _____      ______     ____     _______     _____      ___    
 ___    ____    ____

___    _____    ____      _____      ______     ____     _______     _____      ___    
 ___    ____    ____

___    _____    ____      _____      ______     ____     _______     _____      ___    
 ___    ____    ____

___    _____    ____      _____      ______     ____     _______     _____      ___    
 ___    ____    ____

___    _____    ____      _____      ______     ____     _______     _____      ___    
 ___    ____    ____

___    _____    ____      _____      ______     ____     _______     _____      ___    
 ___    ____    ____
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___    _____    ____      _____      ______     ____     _______     _____      ___    
 ___    ____    ____

___    _____    ____      _____      ______     ____     _______     _____      ___    
 ___    ____    ____

Request for Index Option Hedge Exemption

Part 1

New York Stock Exchange

Attention: Mr. Joseph Dorilio

212-656-6197

FAX 212-656-7244

Market Surveillance

11 Wall Street, 11th floor

New York, NY. 10005

As provided for in the NYSE's Rules 704 & 705, the undersigned hereby applies for a hedge exemption from
the position limits for broad-based index option products as provided in the pilot program.

It is understood by the applicant that the exemption is provided for transactions consisting of short call and/or
long put positions which are used in a bona fide hedge on an Exchange-approved stock portfolio.

It is also understood that it is the responsibility of the applicant to notify the Market Surveillance Department
of the Exchange of any changes that may affect the exemption status.

It is understood that the Exchange has the right to request additional information at any time and that the
Exchange may review the applicant's books and records to assure itself that those positions exceeding the
limits are in fact bona fide hedges.

The applicant and any account participant therein hereby agree that they are public customers and are not
registered broker-dealers with the Securities and Exchange Commission.

Part 2

1. Account None:

____________________________________________________________

Address:

_________________  _____________  _____________  ___________

____               ___            ___            ____
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Street             City           State          Zip Code

2. Name(s) of Member Firm(s) carrying applicants account, account

number and account executive (RR) name:

Firm:                        Account Number:                  RR:

__________________________   ______________________________   _____________

__________________________   ______________________________   _____________

__________________________   ______________________________   _____________

__________________________   ______________________________   _____________

__________________________   ______________________________   _____________

3. Names of ALL principals, partners, shareholders, and any individual or

entity that has an interest in the account:

__________________________   ______________________________   _____________

__________________________   ______________________________   _____________

___________________________________________________________________________

(Supply copies of appropriate document i.e. partnership agreement corporate

resolution, etc.)
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4. Type of business applicant is employed in:

5. Account's investment objective:

6. Current market value of         7. Number of stocks represented in

portfolio:                         portfolio:

8. Industry Group identification of securities (minimum of four):

__________________________   ______________________________   _____________

__________________________   ______________________________   _____________

__________________________   ______________________________   _____________

9. Issuers and quantities of securities maintained in portfolio:

Name of Issuer:               Position Long:                  Short:

__________________________   ______________________________   _____________

__________________________   ______________________________   _____________

__________________________   ______________________________   _____________

__________________________   ______________________________   _____________

__________________________   ______________________________   _____________

__________________________   ______________________________   _____________
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__________________________   ______________________________   _____________

__________________________   ______________________________   _____________

__________________________   ______________________________   _____________

__________________________   ______________________________   _____________

__________________________   ______________________________   _____________

__________________________   ______________________________   _____________

__________________________   ______________________________   _____________

__________________________   ______________________________   _____________

10. Quantity of positions maintained in derivative products (Index Futures,

Index Options, Option on Index Futures):

Quantity:       Name:                                         Expiration:

_____________   ___________________________________________   _____________

_____________   ___________________________________________   _____________

_____________   ___________________________________________   _____________

_____________   ___________________________________________   _____________

_____________   ___________________________________________   _____________
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_____________   ___________________________________________   _____________

_____________   ___________________________________________   _____________

_____________   ___________________________________________   _____________

___________________________________________________________   _____________

11. Do any of the account's principals, partners, owners etc. have a direct

or indirect interest in any other accounts that trade index options?

If Yes:

Name:            Name of Account     Account         Carrying        Relationship

                                     No.:            Firm:           :

______________   __________________  ______________  ______________  ______________

______________   __________________  ______________  ______________  ______________

______________   __________________  ______________  ______________  ______________

______________   __________________  ______________  ______________  ______________

______________   __________________  ______________  ______________  ______________

______________   __________________  ______________  ______________  ______________

______________   __________________  ______________  ______________  ______________
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______________   __________________  ______________  ______________  ______________

Request for Index Option Hedge Exemption

Part 3

By the aforementioned signature the applicant thereby agrees:

1. To comply with the rules as put forth by the New York Stock Exchange and The Options Clearing
Corporation.

2. To notify Market Surveillance 212 656 6197 immediately of any changes in the account that may affect
position exemptions previously granted.

3. To respond to the Exchange's request for verbal and/or written verification of any aspect of the account or
hedge exemption.

4. Upon determining excessive positions, to liquidate sufficient positions so as to bring the account into the
hedge position. Said liquidations will be conducted in an orderly fashion so as not to upset normal price
movements of securities or derivative products.

5. To notify Market Surveillance of any material change in stock portfolio, index future, index option, or option,
on index future positions that would materially effect the available hedge value of such hedged portfolio.

6. To agree to abide by the Exchange's Rules 704 and 705 (position and exercise limits) which includes the
exercise of no more than 25,000 contracts within a five consecutive day period. This 25,000 contract limitation
does not apply to exempted positions on the business day prior to expiration.

This application will not be processed and therefore, no exemption given unless approved in writing by the
Market Surveillance Department of the Exchanges. The amount of the exemption will be determined by that
department as so stated in its response to the applicant.

Date:    Applicant:

         By: _________________________       _______________________

             Signature                       Print Name

Exhibit A

Underlining indicates material proposed to be added;

[brackets] indicate material proposed to be deleted.

Rule 700. Applicability, Definitions and References

* * *

Definitions

(b)(1) through (45) - No change.

(45A) Public Customer of a Member Organization - The term “public customer of a member organization”
means a customer that is not a broker or a dealer.

* * *

Exhibit B
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Rule 704. Position Limits

* * *

(b) Stock Options

(i) In the case of stock options, the position limits are those prescribed in paragraph (b)(i) of this Rule, subject
to the hedging exemption of paragraph (b)(ii) of this Rule [shall be]:

[(i)]

(A) 8000 contracts if

(1) [(A)] the underlying stock had trading volume of at least 40million shares-during the most recent six-month
trading period, or

(2) [(B)] the underlying stock had trading volume of at least 30million shares during the most recent six-month
trading period and has at least 120 million shares currently outstanding; and

(B) [(ii)] 5500 contracts if

(1) [(A)] the underlying stock had trading volume of at least 20million shares during the most recent six-month
trading period, or

(2) [(B)] the underlying stock had trading volume of-at least 15million shares during the most recent six-month
trading period and has at least 40 million shares currently outstanding; and

(C) [(iii)] 3000 contracts if none of the conditions specified in paragraphs(b)(i) (A) and (B)[(ii)] [of this Rule] are
present.

(ii) The following stock option positions established before May 19, 1990, shall be exempted from the position
limits prescribed in paragraph (b)(i) where each stock option contract is “hedged” by the number of shares of
stock underlying the contract, subject to the limitation requirement of Supplementary Material .60 of this Rule:

(A) (1) long stock and short call and

(2) long stock and long put; or

(B) (1) short stock and long call and

(2) short stock and short put.

In no event may the aggregate position in stock options on the same underlying stock exceed twice the limit
established by paragraph (b)(i) for such options.

(c) Broad Index Options

In the case of broad index stock group options, the position limits are those prescribed in paragraph (c)(i) of
this Rule, subject to the hedging exemption of paragraph (c)(ii) of this Rule: [the Exchange shall specify from
time to time a number of contracts covering an aggregate value not exceeding $300 million.]

(i) 45,000 contracts on the same side of the market covering the same underlying index stock group, no more
than 25,000 of which maybe of the series having the nearest expiration date.

(ii) Broad index stock group option positions established and held in the aggregate by a public customer
of a member organization before July 22, 1989, shall be exempted from the position limits prescribed in
paragraph(c)(i) if not exceeding the number of contracts that the Exchange approves for hedging purposes
pursuant to the procedures Supplementary Material .70 of this Rule. Such additional number of contracts
shall be limited to the number of contracts for short calls or long puts in broad index stock group options, or
combination thereof or equivalent positions, that are specifically approved by the Exchange for a customer,
up to a maximum of 125,000 contracts.

(d) Industry Index Options - No change.

Supplementary Material: .10 through .20 - No change.
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[.30 If the Exchange's reduction of a position limit for a broad index stock group option shall cause a position
in a broad index stock group option that had theretofore complied with this Rule to thereupon exceed the
new limit, the position need not be reduced below the now limit. However, no opening purchase or writing
transaction that would further increase the position may be effected.]

.40 through .50 - No change except to renumber as paragraphs .30 through .40.

.50 [.60] The presumption of control-described in Supplementary Material .30 [.40] above can be rebutted
by proving, by affidavit and/or such other documentary evidence as may be appropriate under the
circumstances, that the factor does not exist or by showing other factors which negate the presumption of
control. Upon submission to the Exchange such evidence will be reviewed, in light of the criteria described
in Supplementary Material. .40 [.50] and other relevant criteria, and a written determination will be provided
to the person or entity making the request. Until such notification is received, positions in the accounts in
question will be aggregated for purposes of determining compliance with the applicable limit.

.60 In order to comply with the stock options hedging exemption of paragraph (b)(ii) of this Rule 704, any
excess options positions must be liquidated prior to or contemporaneously with any decrease in the hedged
stork position.

.70 The following procedures and conditions shall govern the position limit exemption for broad index stock
group option hedge positions for a public customer of a member organization under paragraph (c)(ii) of this
Rule (a “hedge exemption customer”).

(a) Exchange Approval

A hedge exemption customer must provide information as required on Exchange-approved forms and
receive Exchange approval specifying a maximum number of contracts for an exemption under paragraph
(c)(ii) of this Rule (an “approved exempted position limit”) before establishing a position in reliance upon
the paragraph. A hedge exemption customer may apply from time to time for an increase in his approved
exempted position limit.

(b) Information Currency

A hedge exemption customer how establishes a position in reliance upon paragraph (c) (ii) of this Rule is
under a continuing obligation to provide and keep current all information requested by the Exchange in
connection with the position, and promptly to notify the Exchange of any material change related to the
position, including the dollar value and composition of the customer's “stock hedge portfolio”, current hedged
and aggregate board index stock group option positions, and positions in stock index futures and option
positions, and positions in stock index futures and options on those futures.

(c) Stock Hedge Portfolio

In order to qualify for and maintain a position in reliance upon paragraph (c)(ii) of this Rule, a hedge
exemption customer must have a previously-established stock portfolio (“stock hedge portfolio”) that at all
times

(i) is net long in each component stock:

(ii) consists of common stocks;

(iii) includes at least four industry

(iv) comprises at least 20 stocks, none of which constitutes more than 15 percent of the portfolio in value; and

(vi) is carried in an account with a member organization.

(d) Available Hedge Value
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The value of all contracts held in reliance upon paragraph (c)(ii) of this Rule may not exceed the “available
hedge value” of the stock hedge portfolio. The available hedge value of the stock hedge portfolio is
determined by:

(i) totaling the values of the net long positions for each of the stocks in the stock hedge portfolio, and

(ii) subtracting the value of (A) any short positions in futures on the index stock group that underlies the
contracts and in options on those futures, (B) any economically equivalent positions in broad index stock
group options held in reliance on comparable provisions in the rules of another Participating Exchange or
Association and (C) any economically equivalent positions in futures or options on futures.

(e) Approved Trades

A hedge exemption customer who holds a position in reliance upon paragraph (c)(ii) of this Rule thereby
agrees to, and any member carrying an account for the customer shall:

(i) comply with all Exchange rules and regulations;

(ii) establish and liquidate options and stock Positions in an orderly fashion;

(iii) not establish or liquidate positions in a manner calculated to cause unreasonable price fluctuations or
unwarranted price changes;

(iv) not establish or liquidate a stock position contemporaneously with the establishment or liquidation of an
equivalent broad index stock group option position with a view toward taking advantage of any differential
between the prices of the stocks and the options;

(v) liquidate an offsetting portion of the options position prior to or contemporaneously with any decrease in
the available hedge value of his stock hedge portfolio; and

(vi) designate all options orders affecting the position as “hedge”.

(f) Sanctions

Violation by a hedge exemption customer of any of these procedures of conditions, absent reasonable
justification or excuse, shall result in withdrawal of his approved exempted position limit and may form the
basis for a denial of his subsequent application for an approved exempt position limit.

Exhibit C

Rule 705. Exercise Limits

Except with the prior approval of the Exchange in each instance, no member or member organization shall
exercise, for any account in which such member or member organization has an interest or for the account of
any member, allied member or employee of such member or member organization or for the account of any
customer, a long position in any option of a class dealt in on the Exchange if an a result thereof such member
or member organization, or member, allied member or employee of such member or member organization
or customer, acting alone or in concert with others, directly or indirectly, has or will have exercised within any
five consecutive business days aggregate long positions in excess of

(a) in the case of stock option contracts and industry index option contracts, the number of contracts specified
in or pursuant to Rule 704(Position Limits) as the position limit for such class or

(b) in the case of broad index stock group option contracts, 25,000 contracts plus, on the last business day
prior to expiration and until expiration, any expiring series held in reliance upon paragraph (c)(ii) of Rule 704
or such other number of option contracts as may be fixed from time to time by the Exchange as the exercise
limit for such class.

Supplementary Material:

.10 through .30 - No change.
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[.40 If the Exchange shall reduce an exercise limit applicable to a broad index group option and the
contemporaneous reduction of the associated position limit pursuant to Rule 704 shall cause a position in the
option that had theretofore complied with Rule 704 to thereupon exceed the new position limit,

(a) a number of contracts in the original position equal to the difference between the old exercise limit and the
new exercise limit (the “excess position”) shall be exercisable without regard to the new limit, and

(b) exercises of the excess position shall be deemed not to have occurred for the purpose of determining
whether the new (or any subsequently-specified) limit in exceeded in connection with the exercise of other
contracts in the affected accounts.)

.50 - No change except to renumber as paragraph .40.

.50 [.60] Whether option exercises should be aggregated under this Rule shall be determined in accordance
with the definitions, criteria and procedures described in Rule 704, Supplementary Material .40 - .50 [.60].

Exhibit D

Rule 753. Acceptance, Priority and Precedence of Options Bids and Offers

* * *

Supplementary Material:

.10 through .30 (b) - No change.

[(c) For purposes of this Rule and subsection (c)(iv) of Rule 750 (“Rules of General Applicability”), the term
“public customer of a member organization” means a customer that is not a broker-dealer.]

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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April 17, 1990

  

Member Firm Regulation

PLEASE ROUTE TO COMPLIANCE, ADVERTISING AND RESEARCH DEPARTMENTS

 TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: RULE 472 (COMMUNICATIONS WITH THE PUBLIC)

By Release No. 34-27819, dated March 19, 1990, the SEC approved the attached amendments to Rule 472
(“Communications with the Public”).

Rule 472.30 sets forth the general standards applicable to all member organization communications
with the public including, but not limited to, advertisements, research reports and sales literature. These
general requirements include standards of truthfulness and good taste as well as prohibitions against use of
communications which contain untrue statements, omissions of material fact, promises of specific results, and
other similar practices.

The amendment to Rule 472.30 deletes the good taste language because the Exchange believes that
the provision is too subjective a standard to enable effective and consistent determination of compliance
with the rule. Further, existing standards such as the remainder of Rule 472.30, other applicable anti-fraud
provisions of Exchange rules and anti-fraud provisions of federal securities regulations serve as a deterrent
to language or practices that might otherwise be covered under the “good taste” standard. The Exchange's
communication standards will continue to set forth a basic standard of truthfulness in the enumerated
prohibitions of Rule 472.30 as well as in the specific standards of Rule 472.40.

Another amendment to Rule 472.30 deletes the provision relating to the manner in which the Exchange will
review member organization communications. As a result of this change, the Exchange will alter the methods
used to monitor members and member organizations' communications with the public.

Effective immediately, the Exchange is discontinuing its voluntary preclearance service 1   and will no longer

conduct formal, biannual spot-checks of communications prepared or distributed to the public. 2 

Alternate procedures, based on branch office examinations, will be implemented by the Exchange.

Options communications requirements, set forth in Rule 791, will remain in place, and the Exchange
will continue to review options advertisements submitted for prior approval in accordance with the Rule
requirements.

To ensure compliance with Rule 472 and its standards, members and member organizations are encouraged
to evaluate and strengthen, if necessary, their supervisory review practices and procedures in connection with
communications to customers and the public.

Questions concerning Exchange review procedures and member organization obligations may be addressed
to Lorraine Ingrilli at (212) 656-5366 and questions concerning Rule 472 may be addressed to Mary Anne
Furlong at (212) 656-4823.

Salvatore Pallante

Vice President

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
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Exhibit A

Deletions are [bracketed]

Additions Underscored

Rule 472

* * * *

… Supplementary Material:

.30 General Standards for All Communications

[The traditional standards of truthfulness and good taste apply to any form of communication. In addition,] No
member or member organization shall utilize any communication which contains (i) any untrue statement or
omission of a material fact or is otherwise false or misleading; or (ii) promises of specific results, exaggerated
or unwarranted claims; or (iii) opinions for which there is no reasonable basis; or (iv) projections or forecasts
of future events which are not clearly labeled as forecasts.

[In reviewing member organization material, the New York Stock Exchange is concerned with the manner
and form in which information and opinions are presented. The Exchange cannot, of course, be responsible
for the accuracy and completeness of factual information,nor the opinions of member organizations in the
material reviewed.]

* * * *

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Member organizations were-allowed to submit communications to Exchange staff for pre-use review. A
$25 fee was incurred per submission.

2  Dual NASD/NYSE members should refer to the NASD's Notice to Members 90-14 (March, 1990) which
states that when the NYSE amendments to Rule 472.30 become effective, dual members may no longer
rely on the NASD's Article III, Section 35(c)(6) exemption from review of public communications.
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April 16, 1990

  

Market Surveillance

 TO: All Members and Member Organizations/Chief Operating Officers

SUBJECT: Additional Rules Subject to the Imposition of Fines for Minor Rule Violations under Rule 476A
Procedures

NOTE: PLEASE ROUTE TO YOUR COMPLIANCE OFFICER

The Securities and Exchange Commission has recently approved the addition of the following rules and
policies administered by the Market Surveillance Division to the List of Rules for violations of which the
Exchange may determine to impose fines pursuant to the expedited procedures of Rule 476A. Effective
immediately, these additional rules and policies are:

• Rule 104.10 (Functions of Specialists)

•Participation by Floor brokers in the Specialist Performance Evaluation Questionnaire (SPEQ) Process,
which is administered under Rule 103A

• Rule 106 (Specialists' Contact with Listed Companies and Member Organizations)

• Rule 123A.30 (Percentage Orders)

• Rule 121 (Failure to Time-Record Orders Received at the Specialist's Post) and Rule 123 (Failure to Time-
Record Orders Received at a Member's Booth from off the Floor)

• Rule 15 (ITS and Pre-Opening Applications) (NOTE: Formerly only the requirement in Rule 15(c) regarding
requirement to issue ITS pre-opening notifications was incorporated in Rule 476A)

• Rule 15A (ITS “Trade-Throughs” and “Locked Markets” and ITS Block Trade Policy)

Members are reminded that notwithstanding the procedures authorized by Rule 476A, the Exchange may
in any case where it deems appropriate proceed to bring charges and commence a formal disciplinary
proceeding under Rule 476.

The List of Rules for violations of which the Exchange may determine to impose fines under Rule 476A,
including the additional rules discussed above, and the amount of the fines which may be imposed under
Rule 476A, are contained in Exhibit A.

Questions concerning any matters discussed in this Information Memo may be addressed to Arthur Harris, at
(212) 656-6884 or John Gregoretti at (212) 656-6791.

Robert J. McSweeney

Senior Vice President

Exhibit A

Additions underscored

LIST OF EXCHANGE RULE VIOLATIONS AND FINES APPLICABLE THERETO PURSUANT TO RULE
476A

• Rule 79A.30 requirement to obtain Floor official approval for trades at wide variations from last sale
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• Rule 123A.40 requirement to obtain Floor Official approval for election of stop orders

• Rule 104.12 Specialist investment account rule violations

• Rule 112(d) Competitive Trader stabilization requirement violations

•Record retention rule violations (Rules 117, 121, 123, 123A.20, 345.11, 410, 432(a) and 440)

•Reporting rule violations (Rules 97.40, 104A.50, 107.30, 112A.10, 312(a), (b) & (c), 313, 345.17, 346(c), 351,
421, 440F, G & H and 706)

•Violations of Exchange policies regarding procedures to be followed in delayed opening situations

• Rule 134(c) and (e) requirement to comply with specified OT procedures and time periods

• Rule 440B short sale rule violations

• Rule 107.10 RCMM stabilization requirement violations

•Failure to collect and/or submit all audit trail data specified in Rule 132

•Failure to transfer a customer securities account in accordance with the requirements of Rule 412 and the
interpretations thereunder

• Rule 762 requirements to file option trade information

•Failure to Obtain Exchange Approval Rule Violations (Rules 312(h) & (i), 342(c), 342.10, 382(a) and 791(c))

• Rule 343 requirements relating to member organization office sharing arrangements

• Rule 387 requirements for customer COD/POD transactions

• Rule 407 requirements for transactions of employees of the Exchange, member organizations or certain
non-member organizations

• Rule 408(a) requirement that written authorization be obtained for discretionary power in a customer's
account

• Rules 451 and 452 requirements relating to transmission of proxy material and authorizing the giving of
proxies

• Rule 726 options disclosure document and prospectus delivery requirement violations

• Rule 781 allocation of exercise assignment notice violations

•Failure to submit books and records or to furnish information on the date or within the time period that the
Exchange requires (Rule 476(a)(11)

• Rule 104.10 (Functions of Specialists)

• Participation in the Specialist Performance Evaluation Questionnaire (SPEQ) Process (Rule 103A)

• Specialists, Contact With Listed Companies and Member Organizations (Rule 106)

• Percentage Orders (Rule 123A.30)

• Failure to Time-Record Orders Received at the Specialist's Post (Rule 121) and Failure to Time-Record
Orders received at a Member's Booth from off the Floor (Rule 123)

• Rule 15 (ITS and Pre-Opening Applications) and Rule 15A (ITS “Trade-Throughs” and “Locked-Markets”
and ITS Block Trade Policy)

         Fine Amount              Individual          Member Organization

          First time fined        $  500              $1,000
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       \1/Second time fined       $1,000              $2,500

       \1/Subsequent fines        $2,500              $5,000

\1/ Within a “rolling” 12-month period.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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April 12, 1990

  

Market Surveillance

MOC ORDERS LIQUIDATING INDEX STRATEGIES MUST BE IN BY 3 PM SEE PAGES 1 and 2 FOR PROCEDURES

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Procedures for Handling Market-on-Close Orders on April 20, 1990 (“Expiration Friday”)

Members and member organizations are reminded that the closing procedures for expiration Friday will again
be implemented on expiration Friday, April 20, 1990, as indicated below. The SEC has formally approved the
extension of the pilot through November 1990.

PROCEDURES RELATING TO THE CLOSE

The Exchange regularly implements the quarterly triple expiration Friday procedures for market-on-close
(“MOC”) orders each expiration Friday and had expanded the scope of applicable MOC orders to those
relating to a strategy involving any stock index futures, stock index options, or options on stock index futures,
in the pilot stocks. These procedures have been filed as a rule with the SEC.

In June 1989, the Exchange changed the cut-off time to 3:00 p.m. for the entry of MOC orders that relate to
a strategy including any stock index futures, stock index options or options on stock index futures in the pilot
stocks. These revised closing procedures will again be implemented with the April 20, 1990 expiration.

Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders on so-called “expiration
Fridays” (the Fridays preceding the expiration or settlement of options or futures contracts based on a stock
index). The procedures, which may be used only on expiration Fridays, are intended to provide an orderly
means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

Pilot Stocks

For the purpose of facilitating the publication of any significant order imbalance in one of the pilot stocks (see
attached list), you must as stated above, enter all MOC orders, in positions relating to a strategy involving any
stock index futures, stock index options, or options on stock index futures, by 3:00 p.m. eastern time. It should
be noted that, pursuant to Rule 13, an order for execution at the close may only be entered for execution at-
the-market; “limit-at-the-close” orders are not permitted.
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Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

701

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P90-11%2909013e2c855b2f7a?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE116.40/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE13/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


As soon as possible after 3:00 p.m., the Exchange will publish on the tape any imbalance of MOC orders
of 50,000 shares or more that existed at 3:00 p.m., in those pilot stocks. Additionally, as soon as possible
after 3:30 p.m. the Exchange will again publish on the tape any imbalance of MOC orders of 50,000 shares
or more that existed at 3:30 p.m. For those pilot stocks that had imbalance notices published at 3:00 p.m.
and there is no imbalance of 50,000 shares or more at 3:30 p.m., the Exchange will publish a “No Imbalance”
message. If a pilot stock does not have an imbalance message printed at 3:00 p.m., no MOC orders will
be permitted in that stock unless, at 3:30 p.m., due to cancellations, a 50,000 share or more imbalance is
published. If that occurs, MOC orders will be permitted to offset the imbalance published at 3:30 p.m. If a “No
Imbalance” notice is published in a pilot stock at 3:30 p.m., no MOC orders will be permitted. While MOC
orders previously entered may be cancelled or reduced in size, once such publication has been made, any
MOC orders subsequently entered will be accepted only to trade on the opposite side of the market in relation
to such published imbalance. The liquidation of positions relating to a strategy involving any stock index
futures, stock index options, or options on stock index futures using moc orders entered after 3:00 p.m. is not
permitted, even if such orders might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:30 p.m. may not reflect the imbalance that exists at the close.

These procedures relate only to the pilot stocks. Regular procedures will apply to all other listed securities.

Printing at the close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member may then stop the
remaining buy and sell orders against each other and pair then off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they may be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

“G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

702

http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D11%28a%29%281%29%28G%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE90/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D11%28a%29%281%29%28G%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other Applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Rules 9a-2, 10a-1, 10b-5, as well
as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
David Leibowitz at (212) 656-4588.

Robert J. McSweeney

Senior Vice President

                                  

Attachments

                       

Expiration Friday Pilot Stocks - April 20, 1990

       ABT         ABBOTT LABORATORIES

       AXP         AMERICAN EXPRESS COMPANY

       AHP         AMERICAN HOME PRODUCTS CORPORATION

       AIG         AMERICAN INTERNATIONAL GROUP INC.

       T           AMERICAN TELEPHONE AND TELEGRAPH

       AIT         AMERITECH

       AN          AMOCO CORPORATION

       BUD         ANHEUSER BUSCH COMPANIES INC.

       ARC         ATLANTIC RICHFIELD COMPANY
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       BEL         BELL ATLANTIC CORPORATION

       BLS         BELL SOUTH CORPORATION

       BA          BOEING COMPANY

       BMY         BRISTOL MYERS COMPANY

       CCB         CAPITAL CITIES /ABC INC.

       CHV         CHEVRON CORPORATION

       KO          COCA COLA COMPANY

       DEC         DIGITAL EQUIPMENT CORP.

       DOW         DOW CHEMICAL COMPANY

       DD          DU PONT COMPANY

       EK          EASTMAN KODAK COMPANY

       LLY         ELI LILLY AND COMPANY

       XON         EXXON CORPORATION

       F           FORD MOTOR COMPANY

       GE          GENERAL ELECTRIC COMPANY

       GM          GENERAL MOTORS CORPORATION
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       GTE         GTE CORPORATION

       HWP         HEWLETT PACKARD COMPANY

       IBM         INTERNATIONAL BUSINESS MACHINES CORP.

       IP          INTERNATIONAL PAPER COMPANY

       JNJ         JOHNSON AND JOHNSON

       MCD         MCDONALDS CORPORATION

       MRK         MERCK AND COMPANY INC.

       MMM         MINNESOTA MINING AND MANUFACTURING

       MOB         MOBIL CORPORATION

       NYN         NYNEX CORPORATION

       PAC         PACIFIC TELESIS GROUP

       PEP         PEPSICO INC.

       PFE         PFIZER INC.

       MO          PHILIP MORRIS COS. INC. HOLDING CO.

       PG          PROCTER AND GAMBLE COMPANY

       RD          ROYAL DUTCH PETROLEUM COMPANY
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       SLB         SCHLUMBERGER LTD.

       S           SEARS ROEBUCK AND COMPANY

       SBC         SOUTHWESTERN BELL CORPORATION

       TX          TEXACO INC.

       UN          UNILEVER N.V. ADRS

       USW         U.S. WEST INC.

       X           USX CORPORATION

       WMT         WAL MART STORES INC.

       DIS         WALT DISNEY COMPANY

       WMX         WASTE MANAGEMENT INC.

       WX          WESTINGHOUSE ELECTRIC

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of March 21, 1990,
and the 20 Major Market Index stocks.

MEMORANDUM

Date: April 6, 1990

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) Orders

MOC Orders

Q. When can a specialist print “paired-off” market-on-close orders as “stopped stock”?

A. The special “stopped stock” procedure for Market on Close orders is used only 12 times a year on
“expiration days”, usually the 3rd Friday of each month.

Q. On expiration days, how do you determine the price at which to print the “stopped stock”?
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A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

Q. If there was no MOC imbalance of 50,000 or more shares in a pilot stock at 3 p.m., but due to
MOC order cancellations, an imbalance of 50,000 or more shares exists at 3:30 p.m., should it be
disseminated?

A. Yes. Subsequently, contra side MOC orders may be entered.

Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOD orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

Example #1 200,000 buy MOC

50,000 sell MOC

50,000 sell plus MOC

25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000 - S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted.

Example #2 100,000 sell MOC

50,000 buy MOC

25,000 buy minus MOC

25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000 - B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted.

Q. How are buy minus/sell plus Market-on-Close orders handled on Expiration Fridays?

Example: Market 20 1/4- 1/2 - last sale 20 3/8

A. If the 20 3/8 last sale occurred on a “minus” or “zero minus.” tick, the market-on-close sell plus order would
go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the other hand, if the
20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus order would go ahead of
the 20 1/2 limit sell orders on the book because it should be treated like a market order. Similarly, a market-
on-close buy minus order would be treated as a limit order if the last sale vas on a “plus” or “zero plus”, going
behind any buy orders limited at 20 1/4. If the last sale was on a “minus” or “zero minus” tick, the market-on-
close buy minus order would be treated as a market order and executed ahead of 20 1/4 limit buy orders on
the book.

Q. How do you determine the price at which MOC orders are executed on non-expiration days?

A. Again, the general rule of thumb is imbalance creates price change while a perfect pair-off creates no
change in price.

Non-Expiration Day

Examples:
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Mkt. 24 - 1/8 20,000×30,000

Last Sale 24 1/8-a zero minus tick

Example A: Sell 20,000 MOC; Buy 25,000 MOC

Imbalance Rules - 20,000 sells at 24 then 25,000 trades at 24 1/8 - Last 24 1/8+

Example B: Sell 20,000 MOC; Buy 15,000 MOC

Imbalance Rules Again - 15,000 trades 24 1/8 then 20,000 sells at 24 - Last 24 -

Example C: Sell 10,000 MOC; Buy 10,000 MOC

No Imbalance of supply and demand so market should return to price prior to market-on-close.

So: 10,000 sells at 24 the 10,000 trades at 24 1/8 - Last 24 1/8+

•In all 1/8 point examples it is assumed there is a Public Bid and Public offer. If it is the Specialist Bid or Offer,
he must yield to the pair-off, since he is Agent for those orders.

Q. What if there are insufficient bids and offers to satisfy the Buy and Sell MOC orders?

A. Example:

Mkt. 24 - 1/8 10,000×10,000

Last Sale 24 1/8 - a plus tick

Sell 20,000 MOC; Buy 20,000 MOC

No imbalance of supply and demand so market should return to price prior to market-on-close.

20,000 sells at 24 (the book buys 10,000 and the Buy MOC buys 10,000) then 10,000 trades at 24 1/8 (the
remaining Buy 10,000 MOC trades with the book).

Q. What if the quotation spread is 1/4 or more?

A. Ideally, the specialist should offset the imbalance and cross the entire amount inside the existing quote.
Where market conditions or rules do not facilitate such an offset, the” paired-off” portion could be crossed 1/8
point away from the indicated closing price with the imbalance setting the closing sale.

Non-Expiration Day

Examples:

Mkt. 24 - 1/4 100,000×100,000

Last 24 1/4 - a minus tick

Example A: Sell 20,000 MOC Buy 25,000 MOC (Assume specialist short)

Imbalance sets close - 20,000 sells at 24 1/8 then 5,000 trades at 24 1/4, last 24 1/4+

Example B: Sell 100,000 MOC Buy 55,000 MOC if specialist does not “cross” the entire amount at 24 1/8

Imbalance sets close - 55,000 sells at 24 1/8 then 45,000 trades at 24; last 24 -

Example C: Sell 20,000 MOC Buy 20,000 MOC

No imbalance 20,000 sells at 24 1/8; last 24 1/8 -

Q. How will the specialist determine which orders receive which prices?

A. While all MOC orders become effective simultaneously, it would be consistent with NYSE policy to allocate
the most advantageous prices to the orders received earliest.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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April 12, 1990

  

Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, INTERNAL AUDIT/COMPLIANCE
DEPARTMENTS, LEGAL DEPARTMENTS

SUBJECT: ADOPTION OF AMENDMENTS TO RULE 351, “REPORTING REQUIREMENTS”

On March 22, 1990, the Securities and Exchange Commission approved amendments to Exchange Rule 351
(See Securities Exchange Act Release No. 34-27837). These amendments increase the dollar thresholds
for reporting certain events pursuant to paragraphs (a)(7) and (8) of that rule. A copy of the amendments is
attached as Exhibit A.

Rule 351 requires that members and member organizations promptly report to the Exchange certain specified
matters or occurrences. Prior to the adoption of the amendments, paragraphs (a)(7) and (8) of Rule 351
required reporting whenever a member, member organization or associated person was a defendant or
respondent in securities or commodities-related litigation or arbitration resulting in a judgement, award or
settlement exceeding $5,000 or was the subject of any claim for damages by a customer, broker or dealer
exceeding $5,000.

The amendments to paragraphs (a)(7) and (8) create a two-tier reporting requirement that increases the
$5,000 threshold figure to $15,000 for reportable occurrences involving individuals and to $25,000 for
reportable occurrences involving member organizations. The Exchange believes that these increased
threshold figures will more accurately reflect the realities of the current economic environment.

You should note that the $2,500 reporting threshold under paragraph (a)(10) of Rule 351 has not been
changed. Paragraph (a)(10) requires reporting whenever a member or member organization takes
disciplinary action against any of its associated persons involving suspension, termination, the withholding of
commissions or imposition of fines in excess of $2,500. However, reporting is not required under paragraph
(a)(10) for the withholding of commissions for reasons such as customers' unsecured debits deemed
uncollectible or costs related to margin extension requests, if the member organization's inquiry into each
such matter reveals that there is no wrongdoing on the part of the employee, i.e., he or she did not violate any
laws or rules, the conduct is not inconsistent with just and equitable principles of trade and the matter is not
otherwise reportable under Rule 351.

The amended threshold figure for reports under paragraphs (a)(7) and (8) of Rule 391 will apply to all reports
filed on or after the date of this Information Memo. You should continue to use the current RE-3 form for
reporting under Rule 351(a) until such time as an amended form is made available.

Any questions relating to the amendments to Rule 351 should be directed to Patricia Dorilio at
(212)656-2744.

Salvatore Pallante

Vice President

Exhibit A

Additions underscored
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Deletions [bracketed]

Reporting Requirements

Rule 351.

(a) Each member not associated with a member organization and each member organization shall promptly
report to the Exchange whenever such member or member organization, or any member, allied member or
registered or non-registered employee associated with such member or member organization:

* * *

(7) is a defendant or respondent in any securities or commodities-related civil litigation or arbitration which
has been disposed of by judgment, award or settlement for an amount exceeding [$5,000] $15,000. However,
when a member organization is the defendant or respondent, then the reporting to the Exchange shall be
required only when such judgment, award or settlement is for an amount exceeding $25,000;

(8) is the subject of any claim for damages by a customer, broker or dealer which is settled for an amount
exceeding [$5,000] $15,000. However, when the claim for damages is against a member organization, then
the reporting to the Exchange shall be required only when such claim is settled for an amount exceeding
$25,000.

* * *
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April 4, 1990

  

Member Firm Regulation

PLEASE ROUTE TO MARGIN, CASHIERING, COMPLIANCE, INTERNATIONAL, AND STOCK LOAN
DEPARTMENTS

 TO: Members and Member Organizations

ATTENTION: Managing Partner/Chief Executive Officer/Operational Personnel

SUBJECT: Amendments to Regulation “T” Permitting the Margining of Certain Foreign Securities

On March 21, 1990, the Board of Governors of the Federal Reserve System approved amendments to
Regulation “T” that allow U.S. broker/dealers to extend credit on certain foreign equity and corporate debt
securities. A copy of the Rule amendments are attached. The complete Federal Reserve press release
dated March 22, 1990 may be obtained from your regional Federal Reserve Bank or by contacting the
Federal Reserve Board's Publication Services at (202) 452-3245. It is important for members and member
organizations to review the actual release because it provides detailed explanations of such areas as
clearance and settlement, use of foreign currencies and subaccounts and the arranging of loans,to purchase
foreign securities.

FOREIGN CORPORATE DEBT SECURITIES

Effective April 30, 1990, foreign corporate debt securities meeting the established standards and criteria as
set forth in Section 220.2(r)(5) of the amendments, will become eligible for margin. These debt securities
are subject to “good faith” margin, which may not be less than the requirements prescribed in NYSE Rule
431(e)(2), for corporate debt securities (the greater of 20% of current market value or 7% of principal).
Member organizations are advised that they must keep on file, for review by the NYSE, documentation which
demonstrates that any foreign corporate debt security that they margin meets the Regulation “T” prescribed
criteria.

FOREIGN EQUITY SECURITIES

The amendments also contain specific standards and criteria that will determine which foreign equity
securities will be eligible for margining. However, until a foreign equity security actually appears on the
Board's Foreign Margin Stock List, credit may not be extended. To be included on this list, members and
member organizations will have to certify that specific foreign equity securities meet the prescribed Federal
Reserve Board criteria. The Exchange will publish the certification procedure in the near future.

Any inquiries regarding this circular, may be addressed to Credit Regulation, New York Stock Exchange,
Inc., 20 Broad Street, 23rd Floor, New York, New York, 10005 to the attention of Mr. Steven Levine,
(212)656-7080 or Mr. Edward J. Herbert, (212)656-5830.

Raymond J. Hennessy

Vice-President

Attachments

PART 220 - CREDIT BY BROKERS AND DEALERS
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1. The authority citation for Part 220 continues to read as follows:

Authority: 15 U.S.C. 78c, 78g, 78h 78q, and 78w.

2. In 220.2, paragraphs (i) through (y) are redesignated as paragraphs (k) through (aa); “or” is removed at
the end of newly redesignated paragraph (q)(4); the period is removed at the end of newly redesignated
paragraphs (q)(5), (t)(3), and (t)(4)(iii) and “; or” is added; and new paragraphs (i), (j), (q)(6), and (t)(5) are
added as to read as follows:

§220.2 Definitions.

* * * * *

(i) Foreign margin stock means:

(1) a foreign security that is an equity security and that appears on the Board's periodically published List of
Foreign Margin Stocks based on information submitted by a self-regulatory organization under procedures
approved by the Board; or

(2) A foreign security that is a debt security convertible into a margin security.

(j) Foreign security means a security issued in a jurisdiction other than the United States.

* * * * *

(q) Margin security * * *

(6) Any foreign margin stock.

* * * * *

(t) OTC margin bond * * *

(5) A foreign security that is a nonconvertible debt security that meets all of the following requirements:

(i) At the time of original issue, a principal amount of at least $100,000,000 was outstanding;

(ii) At the time of the extension of credit, the creditor has a reasonable basis for believing that the issuer is not
in default on interest or principal payments; and

(iii) At the time of the extension of credit, the issue is rated in one of the two highest rating categories by a
nationally recognized statistical rating organization, except that an issue that has not been rated as of the
effective date of this provision shall be considered an “OTC margin bond” if a subsequent unsecured issue of
at least $100,000,000 of the same issuer is rated in one of the two highest rating categories by a nationally
recognized statistical rating organization.

* * * * *

3. In 220.4, a new sentence is added to the end of paragraph (c)(1) to read as follows:

§220.4 Margin account.

* * * * *

(c) When additional margin is required -

(1) Computing deficiency. * * * To the extent that debits in a margin account are denominated in foreign
currency secured by specifically identified foreign margin securities as provided in section 220.5(g), each
foreign currency debit position shall be considered separately for purposes of computing a deficiency and no
credit shall be given to such specifically identified foreign margin securities for purposes of computing equity
in the margin account either in United States dollars or in any other specific foreign currency.

* * * * *

4. In 220.5, a new paragraph (g) is added to read as follows:
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§220.5 Margin account exceptions and special provisions.

* * * * *

(g) Credit denominated in foreign currency. A creditor may extend credit denominated in a foreign currency
secured by foreign margin securities denominated or traded in the same foreign currency and specifically
identified on the creditor's books and records as securing the foreign currency debit.

5. In 220.8, paragraph (b)(1) introductory text is revised; paragraphs (b)(1)(i) through (iv) are redesignated as
shown below:

         Old Paragraph Designation               New Paragraph Designation

         (i)                                     (A)

         (ii)                                    (B)

         (iii)                                   (C)

         (iv)                                    (D)

         (A)                                     (1)

         (B)                                     (2)

         (C)                                     (3)

and new paragraphs (b)(1)(i) and (b)(1)(ii) are added to read as follows:

§220.8 Cash account.

* * * * *

(b) Time periods for payment; cancellation or liquidation -

(1) Full cash payment. A creditor shall obtain full cash payment for customer purchases -

(i) Within seven business days of the date:

* * * * *

(ii) In the case of the purchase of a foreign security, within seven business days of the trade date or the date
on which settlement is required to occur by the rules of the foreign securities market, provided this period
does not exceed the maximum time permitted by this part for delivery against payment transactions.

* * * * *

6. In §220.13, “or” is removed at the end of paragraphs (a) and (b); the period is removed at the end of
paragraph (c) and “; or” is added; and new paragraph (d) is added to read as follows:

§220.13 Arranging for loans by others.
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* * * * *

(d) Credit extended by a foreign person to purchase foreign securities.

7. In 220.17, the section heading and the headings to paragraphs (a) and (b) are revised; the reference to
paragraph (d) in paragraphs (a) and (b) is changed to read paragraph (f); paragraphs (c), (d), and (e) are
redesignated as paragraphs (e), (f), and (g) and revised; and new paragraphs (c) and (d) are added to read
as follows:

§220-17 Requirements for the list of marginable OTC stocks and the list of foreign margin stocks.

(a) Requirements for inclusion on the list of marginable OTC stocks.

* * * * *

(b) Requirements for continued inclusion on the list of marginable OTC stocks.

* * * * *

(c) Requirements for inclusion on the list of foreign in stocks. Except as provided in paragraph (f) of this
section, a foreign margin stock shall meet the following requirements:

(1) The security is listed for trading on or through the facilities of a foreign securities exchange or a
recognized foreign securities market and has been trading on such exchange or market for at least six
months;

(2) Daily quotations for both bid and asked or last sale prices for the security provided by the foreign
securities exchange or foreign securities market on which the security is traded are continuously available to
creditors in the United States pursuant to an electronic quotation system;

(3) The aggregate market value of shares, the ownership of which is unrestricted, is not less than $1 billion;

(4) The average weekly trading volume of such security during the preceding six months is either at least
200,000 shares or $1 million; and

(5) The issuer or a predecessor in interest has been in existence for at least five years.

(d) Requirements for continued inclusion on the list of foreign margin stocks. Except as provided iii paragraph
(f) of. this section, a foreign margin stock shall meet the following requirements:

(1) The security continues to meet the requirements specified in paragraphs (c)(1) and (2) of this section;

(2) The aggregate market value of shares, the ownership of which is unrestricted, is not less than $500
million; and

(3) The average weekly trading volume of such security during the preceding six months is either at least
100,000 shares or $500,000.

(e) Removal from the lists. The Board shall periodically remove from the lists any stock that:

(1) ceases to exist or of which the issuer ceases to exist,

or

(2) no longer substantially meets the provisions of paragraphs (b) or (d) of this section or section 220.2(u).

(f) Discretionary authority of Board. Without regard to other paragraphs of this section, the Board may add
to, or omit or remove from the list of marginable OTC stocks and the list of foreign margin stocks any equity
security, if in the judgment of the Board, such action is necessary or appropriate in the public interest.

(g) Unlawful representations. It shall be unlawful for any creditor to make, or cause to be made, any
representation to the effect that the inclusion of a security on the list of marginable OTC stocks or the list
of foreign margin stocks is evidence that the Board or the SEC has in any way passed upon the merits of,
or given approval to, such security or any transactions therein. Any statement in an advertisement or other
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similar communication containing a reference to the Board in connection with the lists or stocks on those lists
shall be an unlawful representation.

8. In §220.18, the phrase “or the percentage set by the regulatory authority where the trade occurs, whichever
is greater” is added before the period at the end of paragraphs (a) and (b).

By order of the Board of Governors of the Federal Reserve System, March 21, 1990.

William W. Wiles

Secretary of the Board

Copyright 2019, NYSE Group, Inc. All rights reserved.
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March 21, 1990

  

Member Firm Regulation

PLEASE ROUTE TO REGISTRATION, COMPLIANCE AND LEGAL DEPARTMENTS

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: MANAGING PARTNERS/CHIEF EXECUTIVE OFFICERS AND COMPLIANCE OFFICERS

SUBJECT: COMPLIANCE OFFICIAL EXAMINATION

To be in compliance with NYSE Rule 342.13(b), designated compliance officials must have passed the Series
14 Compliance Official Examination by March 31, 1990.

The final administration of the Series 14 before the March 31, 1990 deadline is scheduled for March 28,
1990 in New York City. Applications for this exam administration should be submitted in accordance with the
procedures outlined in Information Memos #89-30 and #89-37.

Beginning in April 1990, the Series 14 will be administered in New York City on the last Wednesday of every
month. Also beginning in April 1990, the Series 14 will be administered by special appointment at selected
Examination Centers outside of New York on the third Saturday of each month. See list of available centers
below.

Enrollment application forms must be submitted to the Qualifications and Registrations Department at the
New York Stock Exchange. An appointment will be scheduled and the pink candidate copy will be returned as
the admission and entry ticket. All applications for special “third Saturday” administrations must be received
no later than the first of the month for the month requested, e.g., April 1 for the April 21 administration.

Please note that member organizations are required to notify the New York Stock Exchange Qualifications
and Registrations Department in writing of personnel changes involving a compliance official. Notification
must include the date and reason for the personnel change, as well as the name of the replacement
compliance official

Member organizations without a qualified compliance official after March 31, 1990 will not be in compliance
with Exchange rules and may be subject to disciplinary action.

Questions pertaining to registration for the examination, including requests for application forms should
be directed to Juan Vasquez (212/656-4814). Other inquiries should be directed to Carey Gessley
(212/656-3757) or Michael Shaffer (212/656-6911).

Salvatore Pallante

Vice President

EXAM CENTERS

Phoenix AZ Kansas City, MO

Little Rock, AR St. Louis, MO

Los Angeles, CA Lincoln, NB

San Francisco, CA Abuquerque, NM
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Denver, CO Rochester, NY

District of Columbia Charlotte, NC

Miami, FL Cleveland, OH

Atlanta, GA Portland, OR

Honolulu, HI Philadelphia, PA

Chicago, IL Pittsburgh, PA

Indianapolis, INDallas, TX

New Orleans, LA Houston, TX

Boston, MA Salt Lake City, UT

Dearborn, MI Seattle, WA

Minneapolis, MN

Copyright 2019, NYSE Group, Inc. All rights reserved.
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March 12, 1990

  

Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: PLEASE ROUTE TO TRADING, CREDIT OPERATIONS AND COMPLIANCE PARTNER/
OFFICER

SUBJECT: SHORT SALES - SHEARSON LEHMAN HUTTON SECURITIES

As a result of recent activity in the securities of Shearson Lehman Hutton Holdings Inc., it is appropriate to
remind members and member organizations of the requirements related to short selling of such securities.

Exchange Rule 440C, “Deliveries Against Short Sales”, requires that members and member organizations
effecting short sales, either for their own account or for the accounts of customers, must be able to complete
the transactions. Therefore, no orders to sell short should be accepted or entered unless arrangements to
borrow the security exist or reliance can be made upon other acceptable assurance that delivery can be
accomplished on settlement date.

Questions regarding this memorandum should be directed to Steven Levine (212)656-7080 or Edward
Herbert (212)656-5830.

Salvatore Pallante

Vice President
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March 9, 1990

  

Market Surveillance

MOC ORDERS LIQUIDATING INDEX STRATEGIES MUST BE IN BY 3 PM SEE PAGES 3 and 4 FOR PROCEDURES

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Procedures for Handling Market-on-Close Orders on March 16,
1990 (“Expiration Friday”)

Members and member organizations are reminded that auxiliary opening and closing procedures for
expiration Friday will be implemented on expiration Friday, March 16, 1990, as indicated below. The SEC has
formally approved the extension of the pilot through November 1990.

OPENING PROCEDURES

Several auxiliary procedures are necessary to integrate stock orders relating to expiring contracts into
NYSE's opening procedures in a manner that assures an efficient market opening in each stock as close to
9:30 a.m. as possible. The auxiliary opening procedures applicable on March 16, 1990 are:

Order Entry

Stock orders relating to index contracts whose settlement pricing is based upon the March 16, 1990 opening
prices must be received by SuperDot or by the specialist by 9:00 a.m.

- These orders may be cancelled or reduced in size. 1 

- Stock orders relating to index contracts whose settlement pricing is not based upon the March 16 opening
prices may be entered after 9:00 a.m.

To facilitate early order entry, SuperDot (1) will begin accepting orders at 7:30 a.m. and (2) will accept market
orders of 30,099 shares or less.

“Limit-at-the-opening” (“limit OPG”) orders are permitted, including delivery through Exchange systems.

- Ordinary limit orders may also be entered.

Order Identification

Stock orders relating to opening-price settling contracts must be identified “OPG.”

- Firms entering these orders through SuperDot, but unable to identify orders as “OPG”, may use a unique
branch code or firm identifier (mnemonic) to identify these orders. The NYSE Market Surveillance Division (11
Wall Street, 11th Floor) must be advised of the branch code or identifier by March 19, 1990.

- Firms unable to identify these orders in either way, and firms not using SuperDot, must submit a list of all
these orders and related details to the NYSE Market Surveillance Division by March 19, 1990.

Dissemination of Order Imbalances
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For any of the pilot stocks (list attached) having a market order imbalance of 50,000 shares or more at
9:00 a.m., the NYSE will disseminate the size of the order imbalance via the low-speed ticker and the news
services as promptly as practicable after 9:00 a.m.

Dissemination of Indications

Except for the auxiliary procedures described above, all stocks, including the pilot stocks, are subject to the
regular NYSE opening procedures, including price indications where a substantial price change is anticipated.
Dissemination of an indication is mandatory for an opening which will result in a price change constituting
the lesser of 10% or three points from the prior NYSE close, or five points if the previous close is $100 or
higher, unless the price change is less than one point. Fifteen minutes must elapse between a first indication
and a stock's opening. However, when more than one indication is necessary, a stock may open (1) five
minutes after the last indication when it overlaps the prior indication (e.g., 51 - 53 overlaps 50 - 52, but does
not overlap 53 - 55) and (2) ten minutes after the last indication when it does not overlap the prior indication,
provided that 15 minutes must have elapsed from the dissemination of the first indication.

PROCEDURES RELATING TO THE CLOSE

The Exchange has determined to implement the quarterly triple expiration Friday procedures for market-on-
close (“MOC”) orders each monthly expiration Friday and expand the scope of applicable MOC orders to
those relating to a strategy involving any stock index futures, stock index options, or options on stock index
futures, in the pilot stocks. These procedures have been filed as a rule with the SEC.

In addition, beginning with the June 16, 1989 expiration, the Exchange has determined to change the cut-off
time to 3:00 p.m. for the entry of MOC orders that relate to a strategy including any stock index futures, stock
index options or options on stock index futures in the pilot stocks. These revised closing procedures will again
be implemented with the March 16, 1990 expiration.

Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders on so-called “expiration
Fridays” (the Fridays preceding the expiration or settlement of options or futures contracts based on a stock
index). The procedures, which may be used only on expiration Fridays, are intended to provide an orderly
means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

Pilot Stocks

For the purpose of facilitating the publication of any significant order imbalance in one of the pilot stocks (see
attached list), you must as stated above, enter all MOC orders, in positions relating to a strategy involving any
stock index futures, stock index options, or options on stock index futures by 3:00 p.m. eastern time. It should
be noted that, pursuant to Rule 13, an order for execution at the close may only be entered for execution at-
the-market; “limit-at-the-close” orders are not permitted.

As soon as possible after 3:00 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:00 p.m. in those pilot stocks. Additionally, as soon as possible after
3:30 p.m. the Exchange will again publish on the tape any imbalance of MOC orders of 50,000 shares or
more that existed at 3:30 p.m. For those pilot stocks that had imbalance notices published at 3:30 p.m. and
there is no imbalance of 50,000 shares or more at 3:30 p.m., the Exchange will publish a “No Imbalance”
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message. If a pilot stock does not have an imbalance message printed at 3:00 p.m., no MOC orders will
be permitted in that stock unless, at 3:30 p.m., due to cancellations, a 50,000 share or more imbalance is
published. If that occurs, MOC orders will be permitted to offset the imbalance published at 3:30 p.m. If a “No
Imbalance” notice is published in a pilot stock at 3:30 p.m., no MOC orders will be permitted. While MOC
orders previously entered may be cancelled or reduced in size, once such publication has been made, any
MOC orders subsequently entered will be accepted only to trade on the opposite side of the market in relation
to such published imbalance. The liquidation of positions relating to a strategy involving any stock index
futures, stock index options or options on stock index futures using MOC orders entered after 3:00 p.m. is not
permitted, even if such orders might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:30 p.m. may not reflect the imbalance that exists at the close.

These procedures relate only to the pilot stocks. Regular procedures will apply to all other listed securities.

Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they may be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

“G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Rules 9a-2., 10a-1, 10b-5, as well
as the margin and capital rules.
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Any questions you may have regarding this may be directed to Mr. Arthur Harris at (212) 656-6884 or Mr.
David Leibowitz at (212) 656-4588.

Agnes M. Gautier

Vice President

                                     

Attachments

                   

Expiration Friday Pilot Stocks - March 16, 1990

         ABT   ABBOTT LABORATORIES

         AXP   AMERICAN EXPRESS COMPANY

         AHP   AMERICAN HOME PRODUCTS CORPORATION

         AIG   AMERICAN INTERNATIONAL GROUP INC.

         T     AMERICAN TELEPHONE AND TELEGRAPH

         AIT   AMERITECH

         AN    AMOCO CORPORATION

         BUD   ANHEUSER BUSCH COMPANIES INC.

         ARC   ATLANTIC RICHFIELD COMPANY

         BEL   BELL ATLANTIC CORPORATION
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         BLS   BELL SOUTH CORPORATION

         BA    BOEING COMPANY

         BMY   BRISTOL MYERS COMPANY

         CCB   CAPITAL CITIES /ABC INC.

         CHV   CHEVRON CORPORATION

         KO    COCA COLA COMPANY

         DEC   DIGITAL EQUIPMENT CORP.

         DOW   DOW CHEMICAL COMPANY

         DD    DU PONT COMPANY

         EK    EASTMAN KODAK COMPANY

         LLY   ELI LILLY AND COMPANY

         XON   EXXON CORPORATION

         F     FORD MOTOR COMPANY

         GE    GENERAL ELECTRIC COMPANY

         GM    GENERAL MOTORS CORPORATION

         GTE   GTE CORPORATION
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         HWP   HEWLETT PACKARD COMPANY

         IBM   INTERNATIONAL BUSINESS MACHINES CORP.

         IP    INTERNATIONAL PAPER COMPANY

         JNJ   JOHNSON AND JOHNSON

         MCD   MCDONALDS CORPORATION

         MRK   MERCK AND COMPANY INC.

         MMM   MINNESOTA MINING AND MANUFACTURING

         MOB   MOBIL CORPORATION

         NYN   NYNEX CORPORATION

         PAC   PACIFIC TELESIS GROUP

         PEP   PEPSICO INC.

         PFE   PFIZER INC.

         MO    PHILIP MORRIS COS. INC. HOLDING CO.

         PG    PROCTER AND GAMBLE COMPANY

         RD    ROYAL DUTCH PETROLEUM COMPANY

         SLB   SCHLUMBERGER LTD.
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         S     SEARS ROEBUCK AND COMPANY

         SBC   SOUTHWESTERN BELL CORPORATION

         TX    TEXACO INC.

         UN    UNILEVER N.V. ADRS

         USW   U.S. WEST INC.

         X     USX CORPORATION

         WMT   WAL MART STORES INC.

         DIS   WALT DISNEY COMPANY

         WMX   WASTE MANAGEMENT INC.

         WX    WESTINGHOUSE ELECTRIC

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of December 20,
1989, and the 20 Major Market Index stocks.

MEMORANDUM

Date: March 9, 1990

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Openings and Market-on-Close (MOC)
Orders

Openings

Q. Can “limit at the opening” (“limit OPG”) orders be entered in the stocks that are not among the
stocks included in the pilot?

A. “Limit OPG” orders are now permitted on expiration Friday. Unexecuted “limit OPG” orders are cancelled
after the opening transaction. “Limit-at-the-close” orders are not permitted at any time.

Q. When can specialists obtain an OARS status request?
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A. At any time after 7:30 a.m., in any stock. (Specialists should review OARS inquiry, freeze and opening
procedures to avoid problems.)

Q. Must specialists wait until 9:27 a.m. to start the ITS pre-opening application?

A. No. ITS Pre-Opening notifications may be issued beginning at 9:00 a.m.

Q. Are “G” orders to sell short at the market handled differently at the opening then at the close on
expiration day?

A. Yes, “G” short market orders are covered by two different procedures. At the opening they are handled as
they are on any other day. “G” short market orders must yield to all public limit orders at the lowest valid short
tick. At any higher price the “G” shorts need not yield. At the close, “G” market shorts must yield to all limit
orders at the sale price, even if that price is higher than the first valid short tick.

Q. How should specialists and Floor Officials handle requests to “hold the opening” in the pilot
stocks?

A. The Exchange has added auxiliary and early procedures with the express purpose of providing a prompt
opening in all stocks, not just the 50 pilot stocks. Brokers should be told to have their opening interest
represented by 9:30 a.m., and assuming adequate pricing information re: substantial disparity from the close,
all stocks should be opened as quickly after 9:30 as possible.

MOC Orders

Q. When can a specialist print “paired-off” market-on-close orders as “stopped stock”?

A. The special “stopped stock” procedure for Market on Close orders is used only 12 times a year on
“expiration days”, usually the 3rd Friday of each month.

Q. On expiration days, how-do you determine the price at which to print the “stopped stock”?

A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

Q. If there was no MOC imbalance of 50,000 or more shares in a pilot stock at 3 p.m., but due to
MOC order cancellations, an imbalance of 50,000 or more shares exists at 3:30 p.m., should it be
disseminated?

A. Yes. Subsequently, contra side MOC orders may be entered.

Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

Example #1 200,000 buy MOC

050,000 sell MOC

050,000 sell plus MOC

025,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000 - S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted since it does not offset the imbalance.

Example #2 100,000 sell MOC
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050,000 buy MOC

025,000 buy minus MOC

025,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000 - B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted since it does not offset the imbalance.

Q. How are buy “minus” /sell “plus” Market-on-Close orders handled on Expiration Fridays?

Example: Market 20 1/4-1/2 - last sale 20 3/8

A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell “plus” order
would go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the other hand,
if the 20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell “plus” order would go
ahead of the 20 1/2 limit sell orders on the book because it should be treated like a market order. Similarly,
a market-on-close buy “minus” order would be treated as a limit order if the last sale was on a “plus” or “zero
plus”, going behind any buy orders limited at 20 1/4. If the last sale was on a “minus” or “zero minus” tick, the
market-on-close buy “minus” order would be treated as a market order and executed ahead of 20 1/4 limit buy
orders on the book.

Q. How do you determine the price at which MOC orders are executed on non-expiration days?

A. Again, the general rule of thumb is imbalance creates price change, while a perfect pair-off creates no
change in price.

Non-Expiration Day

Examples:

Mkt. 24 - 1/8 20,000×30,000

Last Sale 24 1/8-a zero minus tick

Example A: Sell 20,000 MOC; Buy 25,000 MOC

Imbalance Rules - 20,000 sells at 24 then 25,000 trades at 24 1/8 - Last 24 1/8+

Example B: Sell 20,000 MOC; Buy 15,000 MOC

Imbalance Rules Again - 15,000 trades 24 1/8 then 20,000 sells at 24 - Last 24 -

Example C: Sell 10,000 MOC; Buy 10,000 MOC

No imbalance of supply and demand so market should return to price prior to market-on-close.

So: 10,000 sells at 24 the 10,000 trades at 24 1/8 - Last 24 1/8+

•In all 1/8 point examples, it is assumed there is a public bid and public offer. If it is the specialist bid or offer,
he must yield to the pair-off, since he is agent for those orders.

Q. What if there are insufficient bids and offers to satisfy the buy and sell MOC orders?

A. Example:

Mkt. 24 - 1/8 10,000×10,000

Last Sale 24 1/8 - a plus tick

Sell 20,000 MOC; Buy 20,000 MOC

No imbalance of supply and demand so market should return to price prior to market-on-close.

20,000 sells at 24 (the book buys 10,000 and the Buy MOC buys 10,000) then 10,000 trades at 24 1/8 (the
remaining Buy 10,000 MOC trades with the book).

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

728

http://researchhelp.cch.com/License_Agreement.htm


Q. What if the quotation spread is 1/4 or more?

A. Ideally, the specialist should offset the imbalance and cross the entire amount inside the existing quote.
Where market conditions or rules do not facilitate such an offset, the “Paired-off” portion could be crossed 1/8
point away from the indicated closing price with the imbalance setting the closing sale.

Non-Expiration Day

Examples:

Mkt. 24 - 1/4 100,000×100,000

Last 24 1/4 - a minus tick

Example A: Sell 20,000 MOC Buy 25,000 MOC (Assume specialist short)

Imbalance sets close - 20,000 sells at 24 1/8 then 5,000 trades at 24 1/4, last 24 1/4+

Example B: Sell 100,000 MOC Buy 55,000 MOC if specialist does not “cross” the entire amount at 24 1/8

Imbalance sets close - 55,000 sells at 24 1/8 then 45,000 trades at 24;last 24 -

Example C: Sell 20,000 MOC Buy 20,000 MOC

No imbalance

20,000 sells at 24 1/8; last 24 1/8 -

Q. How will the specialist determine which orders receive which prices?

A. While all MOC orders become effective simultaneously, it would be consistent with NYSE policy to allocate
the most advantageous prices to the orders received earliest.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.
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February 9, 1990

  

Market Surveillance

MOC ORDERS LIQUIDATING INDEX STRATEGIES MUST BE IN BY 3 PM SEE PAGES 1 and 2 FOR PROCEDURES

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Procedures for Handling Market-on-Close Orders on February 16, 1990 (“Expiration Friday”)

Members and member organizations are reminded that the closing procedures for expiration Friday will again
be implemented on expiration Friday, February 16, 1990, as indicated below. The SEC has formally approved
the extension of the pilot through November 1990.

PROCEDURES RELATING TO THE CLOSE

The Exchange has determined to implement the quarterly triple expiration Friday procedures for market-on-
close (“MOC”) orders each monthly expiration Friday and expand the scope of applicable MOC orders to
those relating to a strategy involving any stock index futures, stock index options, or options on stock index
futures, in the pilot stocks. These procedures have been filed as a rule with the SEC.

In addition, beginning with the June 16, 1989 expiration, the Exchange has determined to change the cut-off
time to 3:00 p.m. for the entry of MOC orders that relate to a strategy including any stock index futures, stock
index options or options on stock index futures in the pilot stocks. These revised closing procedures will again
be implemented with the February 16, 1990 expiration.

Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders on so-called “expiration
Fridays” (the Fridays preceding the expiration or settlement of options or futures contracts based on a stock
index). The procedures, which may be used only on expiration Fridays, are intended to provide an orderly
means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

Pilot Stocks

For the purpose of facilitating the publication of any significant order imbalance in one of the Pilot Stocks (see
attached list ), you must as stated above, enter all MOC orders, in positions relating to a strategy involving
any stock index futures, stock index options, or options on stock index futures, by 3:00 p.m. eastern time.
It should be noted that, pursuant to Rule 13, an order for execution at the close may only be entered for
execution at-the-market; “limit-at-the-close” orders are not permitted.
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As soon as possible after 3:00 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:00 p.m. in those pilot stocks. Additionally, as soon as possible after
3:30 p.m. the Exchange will again publish on the tape any imbalance of MOC orders of 50,000 shares or
more that existed at 3:30 p.m. For those pilot stocks that had imbalance notices published at 3:00 p.m. and
there is no imbalance of 50,000 shares or more at 3:30 p.m., the Exchange will publish a “No Imbalance”
message. No MOC orders will be permitted in those pilot stocks that have a “No Imbalance” message
disseminated. While MOC orders previously entered may be cancelled or reduced in size, once such
publication has been made, any MOC orders subsequently entered will be accepted only to trade on the
opposite side of the market in relation to such published imbalance. The liquidation of positions relating to a
strategy involving any stock index futures, stock index options, or options on stock index futures using MOC
orders entered after 3:00 p.m., is not permitted, even if such ordrs might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:30 p.m. may not reflect the imbalance that exists at the close.

These procedures relate only to the pilot stocks. Regular procedures will apply to all other listed securities.

Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.”

Where the aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they
may be “stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to
the close of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as
“stopped stock.”

“G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
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New York Stock Exchange regulations should be addressed, such as SEC Rules 9a-2, 10a-1, 10b-5, as well
as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Michael Seeley at (212) 656-6531 or Mr.
David Leibowitz at (212) 656-4588.

Robert J. McSweeney

Senior Vice President

                                         

Attachments

Expiration Friday Pilot Stocks - February 16, 1990

         ABT      ABBOTT LABORATORIES

         AXP      AMERICAN EXPRESS COMPANY

         AHP      AMERICAN HOME PRODUCTS CORPORATION

         AIG      AMERICAN INTERNATIONAL GROUP INC.

         T        AMERICAN TELEPHONE AND TELEGRAPH

         AIT      AMERITECH

         AN       AMOCO CORPORATION

         BUD      ANHEUSER BUSCH COMPANIES INC.

         ARC      ATLANTIC RICHFIELD COMPANY

         BEL      BELL ATLANTIC CORPORATION

         BLS      BELL SOUTH CORPORATION
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         BA       BOEING COMPANY

         BMY      BRISTOL MYERS COMPANY

         CCB      CAPITAL CITIES /ABC INC.

         CHV      CHEVRON CORPORATION

         KO       COCA COLA COMPANY

         DEC      DIGITAL EQUIPMENT CORP.

         DOW      DOW CHEMICAL COMPANY

         DD       DU PONT COMPANY

         EK       EASTMAN KODAK COMPANY

         LLY      ELI LILLY AND COMPANY

         XON      EXXON CORPORATION

         F        FORD MOTOR COMPANY

         GE       GENERAL ELECTRIC COMPANY

         GM       GENERAL MOTORS CORPORATION

         GTE      GTE CORPORATION

         HWP      HEWLETT PACKARD COMPANY
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         IBM      INTERNATIONAL BUSINESS MACHINES CORP.

         IP       INTERNATIONAL PAPER COMPANY

         JNJ      JOHNSON AND JOHNSON

         MCD      MCDONALDS CORPORATION

         MRK      MERCK AND COMPANY INC.

         MMM      MINNESOTA MINING AND MANUFACTURING

         MOB      MOBIL CORPORATION

         NYN      NYNEX CORPORATION

         PAC      PACIFIC TELESIS GROUP

         PEP      PEPSICO INC.

         PFE      PFIZER INC.

         MO       PHILIP MORRIS COS. INC. HOLDING CO.

         PG       PROCTER AND GAMBLE COMPANY

         RD       ROYAL DUTCH PETROLEUM COMPANY

         SLB      SCHLUMBERGER LTD.

         S        SEARS ROEBUCK AND COMPANY
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         SBC      SOUTHWESTERN BELL CORPORATION

         TX       TEXACO INC.

         UN       UNILEVER N.V. ADRS

         USW      U.S. WEST INC.

         X        USX CORPORATION

         WMT      WAL MART STORES INC.

         DIS      WALT DISNEY COMPANY

         WMX      WASTE MANAGEMENT INC.

         WX       WESTINGHOUSE ELECTRIC

This list consists of the 50 highest weighted S&P 500 stocks based on market values as of December 20,
1989, and the 20 Major Market Index stocks.

MEMORANDUM

Date: February 5, 1990

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) Orders

MOC Orders

Q. When can a specialist print “paired-off” market-on-close orders as “stopped stock”?

A. The special “stopped stock” procedure for Market on Close orders is used only 12 times a year on
“expiration days”, usually the 3rd Friday of each month.

Q. On expiration days, how do you determine the price at which to print the “stopped stock”?.

A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.
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Q. If there was no MOC imbalance of 50,000 or more shares in a pilot stock at 3 p.m., but due to
MOC order cancellations, an imbalance of 50,000 or more shares exists at 3:30 p.m., should it be
disseminated?

A. Yes. Subsequently, contra side MOC orders may be entered.

Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

Example #1 200,000 buy MOC

050,000 sell MOC

050,000 sell plus MOC

025,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000 - S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted since it does not offset the imbalance.

Example #2 100,000 sell MOC

050,000 buy MOC

025,000 buy minus MOC

025,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000 - B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted since it does not offset the imbalance.

Q. How are buy minus/sell plus Market-on-Close orders handled on Expiration Fridays?

Example: Market 20 1/4-1/2 - last sale 20 3/8

A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus order would
go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the other hand, if the
20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus order would go ahead of
the 20 1/2 limit sell orders on the book because it should be treated like a market order. Similarly, a market-
on-close buy minus order would be treated as a limit order if the last sale was on a “plus” or “zero plus”, going
behind any buy orders limited at 20 1/4. If the last sale was on a “minus” or “zero minus” tick, the market-on-
close buy minus order would be treated as a market order and executed ahead of 20 1/4 limit buy orders on
the book.

Q. How do you determine the price at which MOC orders are executed on non-expiration days?

A. Again, the general rule of thumb is imbalance creates price change while a perfect pair-off creates no
change in price.

Non-Expiration Day

Examples:

Mkt. 24 - 1/8 20,000×30,000

Last Sale 24 1/8-a zero minus tick
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Example A: Sell 20,000 MOC; Buy 25,000 MOC

Imbalance Rules - 20,000 sells at 24 then 25,000 trades at 24 1/8 - Last 24 1/8+

Example B: Sell 20,000 MOC; Buy 15,000 MOC

Imbalance Rules Again - 15,000 trades 24 1/8 then 20,000 sells at 24 - Last 24 -

Example C: Sell 10,000 MOC; Buy 10,000 MOC

No Imbalance of supply and demand so market should return to price prior to market-on-close.

So: 10,000 sells at 24 the 10,000 trades at 24 1/8 - Last 24 1/8+

•In all 1/8 point examples it is assumed there is a Public Bid and Public Offer. If it is the Specialist Bid or Offer,
he must yield to the pair-off, since he is Agent for those orders.

Q. What if there are insufficient bids and offers to satisfy the Buy and Sell MOC orders?

A. Example:

Mkt. 24 - 1/8 10,000×10,000

Last Sale 24 1/8 - a plus tick

Sell 20,000 MOC; Buy 20,000 MOC

No imbalance of supply and demand so market should return to price prior to market-on-close.

20,000 sells at 24 (the book buys 10,000 and the Buy MOC buys 10,000) then 10,000 trades at 24 1/8 (the
remaining Buy 10,000 MOC trades with the book).

Q. What if the quotation spread is 1/4 or more?

A. Ideally, the specialist should offset the imbalance and cross the entire amount inside the existing quote.
Where market conditions or rules do not facilitate such an offset, the” paired-off” portion could be crossed 1/8
point away from the indicated closing price with the imbalance setting the closing sale.

Non-Expiration Day

Examples:

Mkt. 24 - 1/4 100,000×100,000

Last 24 1/4 - a minus tick

Example A: Sell 20,000 MOC Buy 25,000 MOC (Assume specialist short)

Imbalance sets close - 20,000 sells at 24 1/8 then 5,000 trades at 24 1/4, last 24 1/4+

Example B: Sell 100,000 MOC Buy 55,000 MOC if specialist does not “cross” the entire amount at 24 1/8

Imbalance sets close - 55,000 sells at 24 1/8 then 45,000 trades at 24;last 24 -

Example C: Sell 20,000 MOC Buy 20,000 MOC

No imbalance 20,000 sells at 24 1/8; last 24 1/8 -

Q. How will the specialist determine which orders receive which prices?

A. While all MOC orders become effective simultaneously, it would be consistent with NYSE policy to allocate
the most advantageous prices to the orders received earliest.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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February 7, 1990

   TO: All Members and Member Organizations

SUBJECT: Initiatives to Minimize Excess Market Volatility

The Exchange has been concerned that sophisticated trading strategies related to program trading may
create excess volatility that undermines investor confidence in the fairness and orderliness of the securities
markets, and may in fact constitute a threat to the viability of America's capital markets. To study this
significant issue, the Exchange has established a blue-ribbon panel on Market Volatility and Investor
Confidence, which will seek to:

•address the widely expressed concerns about greater equity and related derivative markets on the creation
and allocation of capital in the U.S. economy; and

•analyze the impact of market volatility in the U.S. equity and related derivative markets on the creation and
allocation of capital in the U.S. economy; and

•recommend actions, in either the public or private sector, to maintain a strong market for all participants.

In addition, the Exchange has filed with the Securities and Exchange Commission (SEC) proposed
amendments to Rule 80A that would isolate one potential cause of market volatility, program trading, from
other market activity. These amendments would provide for the following:

•systematized program trading orders (as defined in Rule 80A) in the component stocks of the S&P 500 Stock
Price Index would be diverted to a separate file, as provided in the Rule, for 15 minutes on any day that the
Dow Jones Industrial Average (“DJIA”) declines by 50 points or more from its closing value on the previous
trading day; and

•systematized program trading orders in component stocks of the S&P 500 Stock Price Index would be
diverted to a separate file for 30 minutes (rather than 5 minutes, as Rule 80A currently provides) on any
day that the price of the primary S&P 500 Stock Index Futures Contract traded on the Chicago Mercantile
Exchange declines 12 points below its closing value on the previous trading day.

The Exchange also filed with the SEC proposed amendments to Rule 80A that seek to further minimize
excess market volatility that may be associated with index arbitrage activity and to promote market
stabilization during periods of significant movement in the DJIA. These proposed amendments would require
the following:

•on a day that the DJIA declines by 50 points or more from its closing value on the previous trading day, all
index arbitrage orders to sell any component stock of the S&P 500 Stock Price Index must be entered with
the instruction “sell plus” (meaning that the order may only be executed on a plus or zero plus tick); and

•on a day that the DJIA advances by 50 points or more from its closing value on the previous trading day, all
index arbitrage orders to buy any component stock of the S&P 500 Stock Price Index must be entered with
the instruction “buy minus” (meaning that the order may only be executed on a minus or zero minus tick).

The two requirements noted immediately above would be imposed on all index arbitrage orders, both
customer, as well as member firm proprietary orders, and would remain in effect for the remainder of the
trading day once they have been imposed.

The Exchange believes that the “buy minus” and “sell plus” requirements for index arbitrage orders can
be expected to have a favorable effect on minimizing excess market volatility by ensuring that such orders
are executed in a stabilizing manner during periods of significant market volatility, and thus cannot lead or
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accelerate additional movements downward (in the case of sell orders) or upward (in the case of buy orders)
once the requirements are put into effect.

These proposals have been published by the SEC in the Federal Register for comment; however, given the
beneficial impact that we expect this proposal to have on minimizing excess volatility and, thereby, enhancing
investor confidence in the fairness and orderliness of the NYSE market, the Exchange is requesting that its
members and member organizations voluntarily comply with the “buy minus” and “sell plus” requirements
during this interim period in which the Exchange is seeking approval from the SEC to require compliance with
the stabilization requirement.

Questions on any matter discussed above may be referred to Robert J. McSweeney, Senior Vice President,
Market Surveillance Division (212) 656-6766.

Edward A. Kwalwasser

Senior Vice President

Regulatory Group

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
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February 6, 1990

  

Market Surveillance

 TO: All Members

SUBJECT: New Specialist Performance Evaluation Questionnaire

The Exchange's Board of Directors and the SEC have approved a new Specialist Performance Evaluation
Questionnaire (“SPEQ”) which the Exchange expects to begin administering in April 1990 to evaluate
specialist performance for the first quarter of 1990. The new SPEQ (copy attached) was developed by
the Market Performance Committee's Subcommittee on Performance Measures and Procedures with the
assistance of consultants from Opinion Research Corp. (“ORC”). ORC has also been retained to administer
the quarterly SPEQ process.

The purpose of this Information Memo is to (i) describe the grouping of functions and questions on the new
SPEQ; (ii) review the rating scale and scoring methodology used for the new SPEQ; (iii) discuss a new
requirement that all eligible brokers participate in the SPEQ process each quarter; and (iv) discuss the
application of Exchange Rule 103A to the new SPEQ.

Functions and Questions on the New SPE

The SPEQ that the Exchange has been administering consists of 28 questions grouped under five functional
categories: Dealer Function, Agency Function, Maintaining the Auction Market, Communication Function and
Administrative Function. Each of the five functions is currently weighted equally.

The new SPEQ consists of 21 questions also grouped under five functions: the Dealer Function, Service
Function, Competitiveness Function, Communications Function and Administrative Function.

One new category, the Service Function, encompasses certain questions contained in the Agency and the
Maintenance of the Auction Market categories of the current SPEQ, while emphasizing the specialist's service
function.

The Competitiveness Function, also a new category, contains questions which emphasize, with respect to the
specialist's dealer and agency roles, the need to act in a manner which. ensures that pricing and service on
the NYSE are competitive with other market centers.

Three of the functions - Dealer, Service and Competitiveness - are weighted 30% each. The Communications
and Administrative functions are weighted at 5% each.

Rating Scale and Scoring Methodology for the New SPEQ

On the current SPEQ, each question is graded on a five-point scale. The current scale is anchored with
subjective terms describing a unit's performance. A grade of 1 is equal to “poor”, 2 is “needs improvement”,
3 is “adequate”, 4 is “good”, and 5 is “very good”. An overall median score is derived for each unit, as well as
a median score reflecting the unit's performance in each function. In addition, units are provided with “scaled
scores” and “calculated ranks” which reflect a unit's performance relative to other units.

The questions on the new SPEQ will be graded on a scale ranging from 0% to 100%. The 0% to 100%
scale will reflect the percentage of time a specialist unit is perceived as engaging in a described behavior.
An evaluation of 100% is defined as “always” and an evaluation of 0% is defined as “never”. A broker's
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evaluation of 30%, for example, would indicate that the broker believed the specialist unit engaged in a
described behavior 30% of the time.

Some of the questions will be worded negatively, in which case a grade of 0% would be the best possible
score, while other questions will be worded positively, in which case a grade of 100% would be the best
possible score.

The new SPEQ process will use a relative scoring methodology that would provide each unit with an overall
rank as well as a range of ranks. The range would identify where a unit stood in relation to other units whose
scores were not statistically significantly different from its own. For example, a unit that ranked 25th overall
would receive a rank of 25, and might receive a range of ranks from 20 to 30, indicating that its score was not,
based upon statistical analysis, significantly different from a unit that was ranked as high as 20, or as low as
30. Specialist units will not receive an absolute score, such as the median score, as they do under the current
process.

Requirement That All Brokers Participate in SPEQ Process

The Exchange believes that conscientious participation in the SPEQ process is a critical element in the
Exchange's program for evaluating the overall performance of its specialists. Currently, the vast majority of
Floor brokers voluntarily participate in the process.

The Exchange believes that the valuable contribution which the Floor broker community makes to the NYSE's
specialist performance evaluation program can be further strengthened if all eligible brokers participate in the
SPEQ process, and provide their assessments of the performance of specialist units with which they have
regular contact. Accordingly, concurrent with the new SPEQ, all eligible

Floor brokers will be required to participate in the process, and to evaluate from one to three specialist units
each quarter. Floor brokers will be selected to rate a particular unit based on broker badge data submitted in
accordance with audit trail requirements.

To help ensure that Floor brokers participate in a responsible and objective manner in the SPEQ process,
ORC will not accept for processing any questionnaire where all questions for a particular unit are answered
with an identical score, where a broker gives all units he rates all “always” or all “never” responses, or where
a broker gives the exact same pattern of ratings to each unit he rates. A Floor broker whose questionnaires
are not accepted for processing will, if time permits, be asked to resubmit the questionnaires. If there is
insufficient time for questionnaires to be resubmitted, the broker will not be deemed to have satisfied his
requirement to participate in the SPEQ process that quarter.

Brokers who do not satisfy their requirement to participate in the SPEQ process will be subject to disciplinary
action, including the imposition of a summary fine pursuant to Exchange Rule 476A.

Rule 103A

Exchange Rule 103A currently specifies a number of criteria under which the Market Performance Committee
may commence a performance improvement action for a specialist unit, including grounds related to
substandard performance as reflected by a unit's score on the SPEQ.

Following at least two quarters' experience with analyses of data derived from the new SPEQ, the Exchange,
in consultation with the Market Performance Committee, will establish criteria in Rule 103A that are
appropriate for the new SPEQ (such as a unit significantly lower in rating compared to the vast majority of
the other units during a period of time). In the interim period, the other measures of specialist performance
specified in Rule 103A will remain in effect.

Education Meetings

To assist all members in becoming familiar with the new SPEQ and how it is to be completed, the staff will be
conducting educational sessions in the Board Room on the 6th Floor of 11 Wall Street.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

741

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE476A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE103A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE103A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE103A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE103A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


In order to accommodate all members, if possible, we request that you attend the session in the schedule that
follows that corresponds to the area of the Floor that is your primary booth or post location.

  GROUP                                                                   DATE           
                 TIME

Specialists in Garage, Blue Room, Expanded Blue Room                 Mon., Feb. 12       
          8:00 a.m. - 9:00 a.m.

Specialists in Main Room                                             Mon., Feb. 12       
          4:15 p.m. - 5:15 p.m.

Non-Specialist Floor Officials                                       Tues., Feb. 13      
          8:00 a.m. - 9:00 a.m.

Brokers in Main Room                                                 Tues., Feb. 20      
          8:00 a.m. - 9:00 a.m.

Brokers in Garage                                                    Wed., Feb. 21       
          4:15 p.m. - 5:15 p.m.

Brokers in Blue Room and Expanded Blue Room                          Fri., Feb. 23       
          8:00 a.m. - 9:00 a.m.

In addition, we have scheduled a session for the afternoon of Wednesday, February 28 for members who are
unable to attend any of the above six sessions.

Any questions regarding any of the matters addressed in this Information Memo may be directed to Rick
Kaplin at 656-6755 or Chris Durkin at 656-5474.

Robert J. McSweeney

Senior Vice President

“SPEQ” SPECIALIST PERFORMANCE EVALUATION QUESTIONNAIRE

The information you provide on this questionnaire is critical to maintaining the quality of the NYSE market. As
a broker who deals with our specialists on a regular basis, you are in a unique position to help us evaluate
their performance.

We assure you that your identity will not be disclosed to the specialist unit or units whose performance you
are asked to appraise nor to the NYSE staff. All questionnaire responses will be tallied by an independent
research firm.

INSTRUCTIONS

1. Print the specialist unit ID number and your confidential code number in the designated area at the top of
page 2.
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2. Each item in the questionnaire is a statement that might or might not describe the behavior of a specialist
unit. For each statement, please indicate how often the specialist unit behaves as described. The response
categories are:

100 - the unit does this 100% of the time (always)

90 - the unit does this 90% of the time

80 - the unit does this 80% of the time

70 - the unit does this 70% of the time

60 - the unit does this 60% of the time

50 - the unit does this 50% of the time

40 - the unit does this 40% of the time

30 - the unit does this 30% of the time

20 - the unit does this 20% of the time

10 - the unit does this 10% of the time

0 - the unit does this 0% of the time (never)

Please circle only one number per statement. Choose the number that corresponds most closely to your own
direct experience with that specialist unit. Note that some of the statements describe good performance while
other describe poor performance. PLEASE READ EACH QUESTION CAREFULLY BEFORE ANSWERING.

3. The specialist unit you are rating consists of several individual specialist who may differ in their
performance. To rate the entire unit:

A. Base your ratings only on those individuals with whom you have had direct experience.

B. Do not base your ratings only on the best performer or the worst performer. Instead, provide ratings that
reflect the average of the best and worst performers with whom you have had direct experience.

C. Use the last page of the questionnaire to comment on the performance of individual specialists in the unit.

4. You are expected to answer all the questions. However, if you have not had sufficient experience with a
unit to answer a particular question, you may leave it blank.

ID NUMBER OF SPECIALIST UNIT BEING RATED ______________

YOUR CONFIDENTIAL BROKER ID NUMBER (NOT BADGE NUMBER) _________________

Please indicate how often each statement below describes the behavior of the specialist unit you are rating
on this questionnaire. Please note that some statements describe good performance, while other describe
poor performance. PLEASE READ EACH QUESTION CAREFULLY AND CIRCLE ONLY ONE NUMBER
PER STATEMENT.

DEALER FUNCTION                                         PERCENTAGE OF TIME

                                                        Never                      Always

a.  Offers single-price executions

    to orders whenever possible.                        0    10   20   30   40   50   60 
  70   80   90   100
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b.  Fails to provide sufficient continuity

    and depth following trades that result in

    an unusual price change (e.g., block,

    openings, etc.).                                    0    10   20   30   40   50   60 
  70   80   90   100

c.  Uses its own capital to enable CAP

    orders to participate at the

    print price.                                        0    10   20   30   40   50   60 
  70   80   90   100

d.  Interferes unnecessarily, as

    principal, with crosses.                            0    10   20   30   40   50   60 
  70   80   90   100

e.  Uses its own capital to deal

    continuously, regardless of

    market conditions.                                  0    10   20   30   40   50   60 
  70   80   90   100

SERVICE FUNCTION                                        PERCENTAGE OF TIME

                                                        Never                      Always

a.  Gives better representation to some
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    orders than to others, depending on their

    size or

    source.                                             0    10   20   30   40   50   60 
  70   80   90   100

b.  Provides the services you need to put

    together the other side of your trade

    (e.g., capital commitment, bringing

    buyers

    and sellers together).                              0    10   20   30   40   50   60 
  70   80   90   100

c.  Fails to respond to your requests to be

    notified of market

    changes in particular stocks.                       0    10   20   30   40   50   60 
  70   80   90   100

d.  Advises you of orders in stocks where

    you have had a sizeable interest that

    could result in wide price changes, and

    situations where you may be
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    competing.                                          0    10   20   30   40   50   60 
  70   80   90   100

e.  Fails to maintain the orderly functioning

    of the trading

    crowd.                                              0    10   20   30   40   50   60 
  70   80   90   100

COMPETITIVENESS                                         PERCENTAGE OF TIME

FUNCTION

                                                        Never                      Always

a.  Their disseminated quotes,

    particularly in less actively

    traded stocks, fail to indicate

    that NYSE markets are deep

    and liquid.                                         0    10   20   30   40   50   60 
  70   80   90   100

b.  The unit is competitive in all

    aspects of the specialist

    function.                                           0    10   20   30   40   50   60 
  70   80   90   100
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c.  Fails to compete with ITS bids

    and offers.                                         0    10   20   30   40   50   60 
  70   80   90   100

d.  Ensures timely openings at

    prices that reflect a professional

    assessment of market conditions

    and the balance of supply and

    demand as reflected by orders

    represented in the

    market.                                             0    10   20   30   40   50   60 
  70   80   90   100

e.  Fails to ensure that the

    execution of orders in its stocks

    are competitive with other

    markets.                                            0    10   20   30   40   50   60 
  70   80   90   100

COMMUNICATIONS                                          PERCENTAGE OF TIME

FUNCTION
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                                                        Never                      Always

a.  Provides incomplete and

    inaccurate information about its

    stocks' pre-opening market

    conditions and opening price

    indications.                                        0    10   20   30   40   50   60 
  70   80   90   100

b.  Provides as complete a

    “picture” as possible of the

    market conditions in its stocks.                    0    10   20   30   40   50   60 
  70   80   90   100

c.  Informs buyers and sellers of

    prices at which transactions can

    take place, to the extent allowed

    by its agency responsibilities.                     0    10   20   30   40   50   60 
  70   80   90   100

ADMINISTRATIVE FUNCTION                                 PERCENTAGE OF TIME

                                                        Never                      Always

a.  Provides timely reports (either
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    oral or written) on orders

    executed in full or in part, and

    makes every effort to provide

    “same day” confirmation of

    trade details to contra parties in

    unusually active or volatile

    situations.                                         0    10   20   30   40   50   60 
  70   80   90   100

b.  Has insufficient specialist

    manpower or clerical staff to

    ensure proper coverage of all its

    stocks, particularly during

    unusually active markets.                           0    10   20   30   40   50   60 
  70   80   90   100

c.  Is uncooperative in researching

    questioned trades and resolving

    effort, and unresponsive to
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    inquiries and/or complaints.                        0    10   20   30   40   50   60 
  70   80   90   100

ID NUMBER OF SPECIALIST UNIT ___________

The following questions ask you to provide specific comments and examples that can be used to give this
specialist unit more detailed feedback. Please do not sign your name or badge number.

A. What steps can this unit take to improve its performance?

________________________________________________________________________________

________________________________________________________________________________

________________________________________________________________________________

________________________________________________________________________________

________________________________________________________________________________

________________________________________________________________________________

________________________________________________________________________________

________________________________________________________________________________

________________________________________________________________________________

B. If there are any individual specialists whose performance differs significantly from the rest of the unit,
please comment on their good or bad performance. Give specific examples when possible.

________________________________________________________________________________

________________________________________________________________________________

________________________________________________________________________________

________________________________________________________________________________

________________________________________________________________________________

________________________________________________________________________________

________________________________________________________________________________

________________________________________________________________________________

________________________________________________________________________________

DID YOU:

- PRINT THE SPECIALIST UNIT ID NUMBER AND YOUR CODE NUMBER ON PAGE 2?

- CIRCLE ONLY ONE NUMBER FOR EACH STATEMENT? REMINDER - PLEASE OBTAIN A RECEIPT
WHEN YOU RETURN, YOUR COMPLETED QUESTIONNAIRE.

THANK YOU!

Copyright 2019, NYSE Group, Inc. All rights reserved.
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January 22, 1990

  

Member Firm Regulation

 TO: Members and Member Organizations

ATTENTION: Registration, Human Resources, Legal and Compliance Departments

SUBJECT: FBI Fingerprint Processing Fee

Effective March 1, 1990 the FBI will increase the fee for processing fingerprints from $14.00 to $20.00 per
card.

The Exchange will continue to channel fingerprint cards and payments to the FBI. Members and member
organizations submitting fingerprint cards through the Exchange should remit payment by check in the
amount of $21.50 per card. This includes our current processing charge of $1.50, which will not be increased.

The $20.00 FBI fee will not be charged for cards that are returned illegible by the FBI and resubmitted,
provided that the illegible card is stapled to the newly taken set of fingerprints. The Exchange will continue to
charge $1.50 for each resubmission of illegible fingerprints.

Questions concerning the fee increase or other matters relating to fingerprint processing should be directed to
Kathleen Fitzgerald, Manager of Fingerprint Processing Section, at (212) 656-6854.

Edward A. Kwalwasser

Senior Vice President
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The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

751

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P90-3%2909013e2c855b2f6a?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 90-2

Click to open document in a browser

January 12, 1990

  

Market Surveillance

MOC ORDERS LIQUIDATING INDEX STRATEGIES MUST BE IN BY 3 PM SEE PAGES 1 and 2 FOR PROCEDURES

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Procedures for Handling Market-on-Close Orders on January 19, 1990 (“Expiration Friday”)

Members and member organizations are reminded that the closing procedures for expiration Friday will again
be implemented on expiration Friday, January 19, 1990, as indicated below. The SEC has formally approved
the extension of the pilot through November 1990.

PROCEDURES RELATING TO THE CLOSE

The Exchange has determined to implement the quarterly triple expiration Friday procedures for market-on-
close (“MOC”) orders each monthly expiration Friday and expand the scope of applicable MOC orders to
those relating to a strategy involving any stock index futures, stock index options, or options on stock index
futures, in the pilot stocks. These procedures have been filed as a rule with the SEC.

In addition, beginning with the June 16, 1989 expiration, the Exchange has determined to change the cut-off
time to 3:00 p.m. for the entry of MOC orders that relate to a strategy including any stock index futures, stock
index options or options on stock index futures in the pilot stocks. These revised closing procedures will again
be implemented with the January 19, 1990 expiration.

Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders on so-called “expiration
Fridays” (the Fridays preceding the expiration or settlement of options or futures contracts based on a stock
index). The procedures, which may be used only on expiration Fridays, are intended to provide an orderly
means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

Pilot Stocks

For the purpose of facilitating the publication of any significant order imbalance in one of the Pilot Stocks (see
attached list), you must as stated above, enter all MOC orders, in positions relating to a strategy involving any
stock index futures, stock index options, or options on stock index futures, by 3:00 p.m. eastern time. It should
be noted that, pursuant to Rule 13, an order for execution at the close may only be entered for execution at-
the-market; “limit-at-the-close” orders are not permitted.
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As soon as possible after 3:00 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:00 p.m. in those pilot stocks. Additionally, as soon as possible after
3:30 p.m. the Exchange will again publish on the tape any imbalance of MOC orders of 50,000 shares or
more that existed at 3:30 p.m. For those pilot stocks that had imbalance notices published at 3:00 p.m. and
there is no imbalance of 50,000 shares or more at 3:30 p.m., the Exchange will publish a “No Imbalance”
message. No MOC orders will be permitted in those pilot stocks that have a “No Imbalance” message
disseminated. While MOC orders previously entered may be cancelled or reduced in size, once such
publication has been made, any MOC orders subsequently entered will be accepted only to trade on the
opposite side of the market in relation to such published imbalance. The liquidation of positions relating to a
strategy involving any stock index futures, stock index options, or options on stock index futures using MOC
orders entered after 3:00 p.m. is not permitted, even if such orders might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:30 p.m. may not reflect the imbalance that exists at the close.

These procedures relate only to the pilot stocks. Regular procedures will apply to all other listed securities.

Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.”

Where the aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they
may be “stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to
the close of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as
“stopped stock.”

“G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-themarket would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
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New York Stock Exchange regulations should be addressed, such as SEC Rules 9a-2, 10a-1, 10b-5, as well
as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Michael Seeley at (212) 656-6531 or Mr.
David Leibowitz at (212) 656-4588.

Robert J. McSweeney

Senior Vice President

                                              

Attachments

                            

Expiration Friday Pilot Stocks - January 19, 1990

         ABT              ABBOTT LABORATORIES

         AXP              AMERICAN EXPRESS COMPANY

         AHP              AMERICAN HOME PRODUCTS CORPORATION

         AIG              AMERICAN INTERNATIONAL GROUP INC.

         T                AMERICAN TELEPHONE AND TELEGRAPH

         AIT              AMERITECH

         AN               AMOCO CORPORATION

         BUD              ANHEUSER BUSCH COMPANIES INC.

         ARC              ATLANTIC RICHFIELD COMPANY

         BEL              BELL ATLANTIC CORPORATION
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         BLS              BELL SOUTH CORPORATION

         BA               BOEING COMPANY

         BMY              BRISTOL MYERS COMPANY

         *CCB             CAPITAL CITIES /ABC INC.

         CHV              CHEVRON CORPORATION

         KO               COCA COLA COMPANY

         DEC              DIGITAL EQUIPMENT CORP.

         DOW              DOW CHEMICAL COMPANY

         DD               DU PONT COMPANY

         EK               EASTMAN KODAK COMPANY

         LLY              ELI LILLY AND COMPANY

         XON              EXXON CORPORATION

         F                FORD MOTOR COMPANY

         GE               GENERAL ELECTRIC COMPANY

         GM               GENERAL MOTORS CORPORATION

         GTE              GTE CORPORATION
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         HWP              HEWLETT PACKARD COMPANY

         IBM              INTERNATIONAL BUSINESS MACHINES CORP.

         IP               INTERNATIONAL PAPER COMPANY

         JNJ              JOHNSON AND JOHNSON

         MCD              MCDONALDS CORPORATION

         MRK              MERCK AND COMPANY INC.

         MMM              MINNESOTA MINING AND MANUFACTURING

         MOB              MOBIL CORPORATION

         NYN              NYNEX CORPORATION

         PAC              PACIFIC TELESIS GROUP

         PEP              PEPSICO INC.

         PFE              PFIZER INC.

         MO               PHILIP MORRIS COS. INC. HOLDING CO.

         PG               PROCTER AND GAMBLE COMPANY

         RD               ROYAL DUTCH PETROLEUM COMPANY

         SLB              SCHLUMBERGER LTD.
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         S                SEARS ROEBUCK AND COMPANY

         SBC              SOUTHWESTERN BELL CORPORATION

         TX               TEXACO INC.

         UN               UNILEVER N.V. ADRS

         USW              U.S. WEST INC.

         X                USX CORPORATION

         WMT              WAL MART STORES INC.

         DIS              WALT DISNEY COMPANY

         WMX              WASTE MANAGEMENT INC.

         *WX              WESTINGHOUSE ELECTRIC

1  *</sp>) stocks have been added to the list and DNB and CCI have been deleted.</foot>

MEMORANDUM

Date: January 5, 1990

To: All Floor Members

From: Floor official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) Orders

MOC Orders

Q. When can a specialist print “paired-off” market-onclose orders as “stopped stock”?

A. The special “stopped stock” procedure for Market on Close orders is used only 12 times a year on
“expiration days”, usually the 3rd Friday of each month.

Q. On expiration days, how do you determine the price at which to print the “stopped stock”?

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

757

http://researchhelp.cch.com/License_Agreement.htm


A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

Q. If there was no MOC imbalance of 50,000 or more shares in a pilot stock at 3 p.m., but due to
MOC order cancellations, an imbalance of 50,000 or more shares exists at 3:30 p.m., should it be
disseminated?

A. Yes. Subsequently, contra side MOC orders may be entered.

Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

Example #1 200,000 buy MOC

50,000 sell MOC

50,000 sell plus MOC

25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000 - S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted since it does not offset the imbalance.

Example #2 100,000 sell MOC

50,000 buy MOC

25,000 buy minus MOC

25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000 - B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted since it does not offset the imbalance.

Q. How are buy minus/sell plus Market-on-Close orders handled on Expiration Fridays?

Example: Market 20 1/4- 1/2 - last sale 20 3/8

A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus order would
go behind the 20 1/2 limit sell orders because it would be treated like a limit order. on the other hand, if the
20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus order would go ahead of
the 20 1/2 limit sell orders on the book because it should be treated like a market order. Similarly, a market-
on-close buy minus order would be treated as a limit order if the last sale was on a “plus” or “zero plus”, going
behind any buy orders limited at 20 1/4. If the last sale was on a “minus” or “zero minus” tick, the market-on-
close buy minus order would be treated as a market order and executed ahead of 20 1/4 limit buy orders on
the book.

Q. How do you determine the price at which MOC orders are executed on non-expiration days?

A. Again, the general rule of thumb is imbalance creates price change while a perfect pair-off creates no
change in price.

Non-Expiration Day

Examples:
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Mkt. 24 - 1/8 20,000×30,000

Last Sale 24 1/8-a zero minus tick

Example A: Sell 20,000 MOC; Buy 25,000 MOC

Imbalance Rules - 20,000 sells at 24 then 25,000 trades at 24 1/8 - Last 24 1/8+

Example B: Sell 20,000 MOC; Buy 15,000 MOC

Imbalance Rules Again - 15,000 trades 24 1/8 then 20,000 sells at 24 - Last 24 -

Example C: Sell 10,000 MOC; Buy 10,000 MOC

No imbalance of supply and demand so market should return to price prior to market-on-close.

So: 10,000 sells at 24 the 10,000 trades at 24 1/8 - Last 24 1/8+

•In all 1/8 point examples it is assumed there is a Public Bid and Public Offer. If it is the Specialist Bid or Offer,
he must yield to the pair-off, since he is Agent for those orders.

Q. What if there are insufficient bids and offers to satisfy the Buy and Sell MOC orders?

A. Example:

Mkt. 24 - 1/8 10,000×10,000

Last Sale 24 1/8 - a plus tick

Sell 20,000 MOC; Buy 20,000 MOC

No imbalance of supply and demand so market should return to price prior to market-on-close.

20,000 sells at 24 (the book buys 10,000 and the Buy MOC buys 10,000) then 10,000 trades at 24 1/8 (the
remaining Buy 10,000 MOC trades with the book).

Q. What if the quotation spread is 1/4 or more?

A. Ideally, the specialist should offset the imbalance and cross the entire amount inside the existing quote.
Where market conditions or rules do not facilitate such an offset, the “paired-off” portion could be crossed 1/8
point away from the indicated closing price with the imbalance setting the closing sale.

Non-Expiration Day

Examples:

Mkt. 24 - 1/4 100,000×100,000

Last 24 1/4 - a minus tick

Example A: Sell 20,000 MOC Buy 25,000 MOC

(Assume specialist short)

Imbalance sets close - 20,000 sells at 24 1/8 then 5,000 trades at 24 1/4, last 24 1/4+

Example B: Sell 100,000 MOC Buy 55,000 MOC if specialist does not “cross” the entire amount at 24 1/8

Imbalance sets close - 55,000 sells at 24 1/8 then 45,000 trades at 24; last 24 -

Example C: Sell 20,000 MOC Buy 20,000 MOC

No imbalance

20,000 sells at 24 1/8; last 24 1/8 -

Q. How will the specialist determine which orders receive which prices?
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A. While all MOC orders become effective simultaneously, it would be consistent with NYSE policy to allocate
the most advantageous prices to the orders received earliest.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  This list consists of the 50 highest weighted S&P 500 stocks based on market values as of December
20, 1989, and the 20 Major Market Index stocks. The indicated (
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Market Surveillance

 TO: All Members and the Managing Partner/Chief Executive Officer of Each Member Organization

SUBJECT: Daily Filing of Program Trading Information

On April 21, 1988, the Exchange issued Information Memo 88-11 which required that all members and
member organizations report complete program trading information to the Exchange by the close of business
on the second business day following the trade date subject to reporting. On October 6, 1988, the Exchange
issued Information Memo 88-26 which clarified certain reporting requirements.

Since the implementation of these procedures, the Exchange has begun trading in the Exchange Stock
Portfolio. This basket product, and basket products traded on other exchanges, are reportable programs.
Further, additional comments and questions have been received which require revisions to the Daily
Program Trading Report (DPTR) form, attached. All members and member organizations that file DPTRs are
requested to commence using the revised form for trade date January 15, 1990.

Who Must Report?

Each member or member organization is responsible for reporting program trading activity for its own
proprietary account(s) and for the accounts of its customers regardless of any clearing or order execution
arrangements with another member organization. To avoid duplicate reporting, member organizations are
not to include the proprietary or agency program trading activity of another member organization in their daily
reports, including exchanges for physicals.

Member organizations that engage in no program trading during a given day are required to submit a form
so stating unless such a member organization has been exempted from the daily reporting requirements.
Member organizations that have previously been exempt from filing are still considered exempt.

If, however, an exempt member organization executes a basket of stocks that is reportable, that member
organization must report the program. The member organization will still maintain its exemption with respect
to routine daily reporting unless, based on staff's analysis of reported activity, a change in reporting status is
warranted.

Reporting of Facilitated Trades

The customer side of any program that is facilitated, in whole or in part, by a member organization, is to be
reported as having been executed on an agency basis with all relevant data, including the appropriate trading
strategy, reflected on the reporting form. The proprietary side of the facilitation should be reported using the
“CF” (customer facilitation) program strategy indicator with all related derivative product activity included.

CHANGES TO THE DPTR FORM

Exchange Stock Portfolios

Since the introduction of Exchange Stock Portfolios in September, 1989, basket (BSK) trades have been
reportable on the DPTR form and must include the appropriate account type indicator, number of shares and
stocks, dollar amount, program strategy, and all related derivative product information.
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Basket Market Makers

Basket market makers establishing any BSK position should use the “MM” program strategy indicator, and
either “C” or “D”, as appropriate, for the account type indicator (see explanatory notes 6 and 3 of the DPTR,
respectively). This program strategy, along with the appropriate account type indicator, should also be used
whenever a market maker liquidates a basket position through the Exchange Stock Portfolio system.

Liquidation of Basket Components

Stock Positions identifiable as having been assumed via the Exchange Stock Portfolio System that are
subsequently liquidated as reportable stock programs outside of the Exchange Stock Portfolio System (e.g.,
DOT or manual), are to be reported using the “LB” program strategy indicator. This applies to market makers,
and all other members and member organizations.

BSK Facilitations

Only BSK market makers are permitted to facilitate BSK trades, including horizontal and vertical splits as
defined by Rule 800. Market makers facilitating a customer should still use the “MM” program strategy
indicator; other members and member organizations should use other appropriate program strategy
indicators.

Other Basket Products

Basket products traded on other exchanges which settle in the delivery of securities are reportable programs,
and should include all relevant equity and derivative product information, program strategy, and the
appropriate exchange code.

Order Type

In addition to reporting entry time, “order type” must indicate if the program order was market (MKT), market-
onclose (MOC), limit (LMT), buy minus (BYM) or sell plus (SLP) (see explanatory note 1 of the DPTR).

Stock Market Action

The Buy/Sell/Sell Short (B/S/T) and Establishing/Liquidating (E/L) fields for stock programs have been
combined into this single field (see explanatory note 2 of the DPTR). Establishing and liquidating still refers to
the particular program strategy being reported.

Exchange Code

The Exchange codes have been changed to be consistent with those that are used for other submissions of
trading information (see explanatory note 4 of the DPTR). Use “A” for all trades executed on the New York
Stock Exchange.

Entry Method

The order entry method for trades executed on the New York Stock Exchange has been separated and
should be entered in this field (see explanatory note 5 of the DPTR). DOT trades (D) and manually entered
trades (M) are now recorded here. Basket (BSK) trades executed through the Exchange Stock Portfolio
system are reportable programs using “X” for orders entered into the system electronically through the Basket
Automated Trading System, and “Y” for orders entered into the system by a broker on the trading Floor
(manually).

Program Strategy
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In addition to the existing definitions of the program strategies, the following strategies have been added (see
explanatory note 6 of the DPTR):

The “ LP” designator is to be used when a proprietary position (long or short) that was established when
facilitating exchanges for Physicals (EFPS) is being liquidated.

The “LB” (liquidation of BSK component stocks) and “MM” (basket market maker) indicators are described
above.

Derivative Product Market Action

Buy/sell and open/close information is required in this field for each program which is related to the purchase
or sale of a derivative product (see explanatory note 7 of the DPTR).

If “market action” involves the exercise (XC) or assignment (AS) of puts or calls, a notation to that effect is
required.

All futures and option contracts that are held until expiration (XP) are to be so noted. This includes in-
themoney options that are exercised or assigned.

Index

A standardized list of index codes has been established (see explanatory note 8 of the DPTR). For example,
“SPX” is to be used for any program involving futures or options on the Standard & Poors 500 Index.

For programs that do not involve derivative products, indicate “NON” (none) in the Index field, and leave all
other derivative product fields blank.

Expiration Month, Put/Call, and Type of Product

The expiration month is required for all derivative products. For related futures (F), indicate “not
applicable” (N) in the put/call field. For related options (O) and options on futures (P), the strike price is not
required. Sum all option contracts by expiration month and put/call for each program.

TIMELINESS OF SUBMISSION OF DPTRs

DPTRs must be accurately filed with the Exchange no later than the close of business on the second
business day (T+2) following reportable activity. Firms that fail to meet this deadline may be subject to
summary fines under Exchange Rule 476A or formal disciplinary proceedings.

Any questions concerning this memorandum should be directed to Mr. Joseph Dorilio at (212) 656-6197.

Agnes M. Gautier

Vice President

Market Surveillance

FORM NOT REPRODUCED!!!!!!!

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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December 29, 1989

  

Member Firm Regulation

PLEASE ROUTE TO TRADING OPERATIONS AND COMPLIANCE DEPARTMENTS

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: MANAGING PARTNERS, CHIEF EXECUTIVE OFFICERS, CHIEF OPERATIONS OFFICERS/
PARTNERS AND COMPLIANCE OFFICIALS

SUBJECT: MONTHLY SUBMISSION OF “SHORT” POSITION REPORTS (FORM MF-2)

Exchange Rule 421.10 requires member organizations and certain individual members to report monthly total
“short” positions in stocks and warrants listed on the Exchange. In view of several recent inquiries regarding
this requirement, the Exchange believes it is important to remind members and member organizations of the
requirements of the rule, and of the proper reporting procedures.

REQUIRED REPORTING AND EXCLUSIONS

In general, all proprietary and customer positions in Exchange listed stocks and warrants resulting from a
“short” sale, as defined in Securities Exchange Act (“SEA”) Rule 3b-3, must be reported monthly on Form
MF-2. Excluded from the reporting requirements are short positions resulting from exempted short sales
specified in SEA Rule 10a-1, paragraph (e), clauses (1), (6), (7), (8), (9) and (10). Both these paragraphs
and SEA Rule 3b-3 are reproduced in Exhibit A. Personnel responsible for preparing reports on Form MF-2
should review carefully Exhibit A.

REPORTING FORMAT

Since the Exchange employs an automated system for the compilation of short interest data, it will be helpful
if reporting firms adhere closely to the following:

- MF-2 report forms should be submitted to NYSE Data Control Section, 20 Broad Street, New York, New
York 10005, 22nd floor, as soon as possible but not later than noon on the second business day after the
settlement date indicated on the Form MF-2 received by the firm. Out of town firms should use overnight
delivery service to transmit forms, thus eliminating the error-prone practice of telephone submission.

- Reports should be clearly written in BLOCK LETTERS.

- When adding a new stock or warrant, be sure to use complete name and symbol.

- Provide totals on first page of MF-2 form.

- Report only NYSE stocks or warrants.

- Complete the heading on each page when firm generates its own form.

- In order to avoid incorrect reporting of stocks no longer li-sted on the Exchange, those preparing MF-2 forms
should maintain close liaison with their reorganization departments.

Inquiries concerning the processing of MF-2 Form monthly reports may be directed to Kathleen Fitzgerald,
manager of Data Control (656-6854).

Edward A. Kwalwasser
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Senior Vice President

Attachment

(8) Any sale of a security registered on, or admitted to unlisted trading privileges on, a national securities
exchange effected for a special international arbitrage account for the bona fide purpose of profiting from
a current difference between the price of such security on a securities market not within or subject to the
jurisdiction of the United States; provided the seller at the time of such sale knows or, by virtue of information
currently received, has reasonable grounds to believe than on offer enabling him to cover such sale is then
available to them in such foreign securities market and intends to accept such offer immediately;

(9) Any sale of a security registered on, or admitted to unlisted trading privileges on, a national securities
exchange effected in accordance with a special offering plan declared effective by the Commission pursuant
to paragraph (d) of 240.10b-2;

(10) Any sale by an underwriter, or any member of a syndicate or group participating in the distribution
of a security, in connection with an over-allotment of securities, or any lay-off sales by such a person in
connection with a distribution of securities through right pursuant to 240.10b-8 or a standby underwriting
commitment.

Exhibit A

Definition of ‘Short Sale’

Reg. (240.3b-3). The term “short sale” means any sale of a security which the seller does not own or any
sale which is consummated by the delivery of security borrowed by, or for the account of, the seller. A person
shall be deemed to own a security if (1) he or his agent has title to it; or (2) he has purchased, or has entered
into an unconditional contract, binding on both parties thereto, to purchase it but has not yet received it; or
(3) he owns a security convertible into or exchangeable for it and has entered such security for conversion
or exchange; or (4) he has an option to purchase or acquire it and has exercised such option; or (5) he has
rights or warrants to subscribe to it and has exercised such rights or warrants: Provided however, That a
person shall be deemed to own securities only to the extent that he has a net long position in such securities

EXCLUSION

The following short positions are excluded from reporting and are referenced in the Securities Exchange Act
Rule 10a-1, clauses (1), (6), (7), (8), (9), and (10) of paragraph (e).

(1) Any sale by any person, for an account in which he has an interest, if such person owns the security sold
and intends to deliver such security as soon as is possible without undue inconvenience or expense;

(6) Any sale of a security covered by paragraph (b) 1   hereof on a national securities exchange (except a sale
to a stabilizing bid complying with Securities Exchange Act Rule 10b-7), effected with the approval of such
exchange which is necessary to equalize the price of such security thereon with the current price of such
security on another national securities exchange which is the principal exchange market for such security;

(7) Any sale of a security for a special arbitrage account by a person who then owns another security by
virtue of which he is, or presently will be, entitled to acquire an equivalent number of securities of the same
class as the securities sold; provided such sale, or the purchase which such sale offsets, is effected for the
bona fide purpose of profiting from a current difference between that price of the security sold and the security
owned and that such right of acquisition was originally attached to or represented by another security or was
issued to all the holders of any class of securities of the issuer;

Copyright 2019, NYSE Group, Inc. All rights reserved.
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The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
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Footnotes

1  See paragraph (b) of SEA Rule l0a-1.
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December 19, 1989

  

Member Firm Regulation

PLEASE ROUTE TO REGISTRATION, COMPLIANCE AND LEGAL DEPARTMENTS

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: MANAGING PARTNERS/CHIEF EXECUTIVE OFFICERS AND COMPLIANCE OFFICERS

SUBJECT: COMPLIANCE OFFICIAL EXAMINATION

A review of the Series 14 Compliance Official Qualification Examination records indicates that a large number
of member organizations have not satisfied Rule 342.13(b), which requires each member organization to
have a qualified compliance official(s).

Information Memo 89-30 (July 10, 1989) sets forth the Rule 342 requirements as to who must qualify as
compliance officials as follows:

Any member not associated with a member organization.

Each member organization is required to qualify the person or persons in the organization designated to
direct day-to-day compliance activity (such as the compliance officer, partner or director.)

Any person at a member organization who is directly supervising ten (10) or more persons engaged in
compliance activities (such as assistant compliance director or surveillance manager.)

In order to determine their responsibilities under the Rule, members and member organizations should
also review Information Memo 89-37 (August 17, 1989) which exempts certain categories of individuals/
organizations from the qualification examination requirements.

Member organizations without a qualified compliance official after March 31, 1990 will not be in compliance
with Exchange rules and may be subject to disciplinary action.

The remaining exam administration dates for the Compliance Official Qualification Examination and locations
are as follows:

              Chicago                      January 17, 1990

              Dallas                       January 17, 1990

              Atlanta                      January 19, 1990

              Los Angeles                  January 24, 1990

              New York City                February 28, 1990
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              New York City                March 28, 1990

When submitting the Series 14 Exam application to the Qualifications and Registration Section, please
ensure that the entire three-part form is enclosed. The pink portion will be returned as the confirmation and
entry ticket to the exam.

Questions pertaining to registration for the examination, including requests for application forms should be
directed to Juan Vasquez (212/656-4814) or Roy Tozer (212/656-5204). Other inquiries should be directed to
Carey Gessley (212/656-3757) or Michael Shaffer (212/656-6911).

Raymond J. Hennessy

Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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December 19, 1989

  

Market Surveillance

 TO: Members and Member Organizations

SUBJECT: Tax Switching Transactions

The following is a reminder to members and member organizations that riskless tax switching trades are
prohibited. Please note that this prohibition applies with equal force at openings and to bond transactions.

* * *

Transactions effected as described below are not permitted on the Floor of the Exchange and if discovered
will result in appropriate disciplinary action by the Exchange:

An Exchange member (“member A”), desiring to effect a tax switch of 1,000 shares of XYZ, approaches the
XYZ specialist and informs him of his wish to effect the tax switch at approximately the price of the current bid
or the current offer for XYZ. For purposes of this hypothetical example, assume that the current market for
XYZ is 35 3/8 bid for 2,000 shares and 35 5/8 asked for 1,500 shares, both representing limit orders entered
on the XYZ specialist's book. The XYZ specialist agrees to handle member A's purchase and sale tax switch
orders as agent, undertaking to execute those orders against market orders or other orders seeking execution
at the current bid or ask prices. Assume that another member (“member B”) subsequently approaches the
XYZ specialist with an order to sell (assuming for the sake of simplicity an order to sell 1,000 shares of XYZ at
the market), and is willing to effect the sale at the current bid of 35 3/8. The specialist then effects member B's
sale at that price, informing member B, for clearing purposes, that he has sold to member A.

Simultaneously, the specialist effects, as agent, a second trade of 1,000 shares of XYZ for member A with
the order or orders on his book, giving up, for clearing purposes, member A as the seller and, as the buyer
or buyers, the broker or brokers whose orders he represents; in terms of time priority of their receipt, the first

1,000 shares on his book at the bid price of 35 3/8. 1 

Only one of the two 1,000-share transactions in XYZ would be reported for inclusion in the consolidated
transactions reporting system.

The Exchange has concluded that transactions effected in the foregoing manner are not consistent with
Exchange Rule 78, which prohibits pre-arranged trades, and should not take place.

* * *

No problems would seem to arise under Exchange Rules and procedures if the switching transaction
was effected at the risk of the market. Such would be the case if the transaction was not pre-arranged
or guaranteed in any fashion. There should be two independent transactions - a purchase and sale, or
vice versa, but the price of each should be independently established. At the time of the first transaction
there should be no guarantee or assurance of the price of the second. The period of time between the
two transactions would not of itself determine whether or not the switching had been effected at the risk of
the market. The sending of a buy and sell order for the same customer through the Opening Automated
Report System (OARS) to effect a tax switch transaction on the opening or through our Designated Order
Turnaround System (DOT) to effect a tax switch transaction at the close is not permissible. Further, any use
of either system to effect a riskless or “wash” transaction is prohibited.
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It should be noted, that the purpose of this memorandum is to clarify Exchange rules and procedures only.
It is not to be construed as describing the tax consequences of any transaction under the Internal Revenue
Code or state law. Contact your tax adviser for the appropriate advice.

Questions regarding this matter should be directed to Mr. Michael Seeley at (212) 656-6531 or Mr. Daniel
Saporito at (212) 656-5097.

Robert J. McSweeney

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Had the first independent order to arrive at the post been a market order to buy rather than an order to
sell, the tax switch would have been effected at the offer price.
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December 19, 1989

   TO: All Members and Member Organizations

SUBJECT: Last Trade Date for “Regular Way” Settlement in 1989

The last day on which “regular way” transactions may be made for settlement this calendar year in stocks and
bonds, other than U.S. Government obligations, is Thursday, December 21st.

Beginning December 22, 1989 until December 29, 1989, orders in stocks for accounts which are willing
to effect transactions on a “Cash”, “next day” or “seller's option” basis should be so indicated. This policy
relieves the specialist from the responsibility of checking orders indicated solely “regular way” to ascertain
whether they are willing to participate on a “nonregular way” basis during that period.

A Floor Official's approval is not required from December 22-29, 1989 for “nonregular way” trades, if the
execution price is no greater than one-quarter of a point away from the “regular way” bid or offer.

Inquiries with respect to this memorandum should be directed to Mr. Michael Seeley at (212) 656-6531 or Mr.
Daniel Saporito at (212) 656-5097.

Robert J. McSweeney

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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December 19, 1989

  

Market Surveillance

 TO: All Members and Managing Partners/Chief Executive Officers and Senior Operations Partners/Purchase
and Sales Managers/EDP Managers

FROM: Market Surveillance

SUBJECT: Broker Badge Matching for Uncompared Trades In the “T+1” Overnight Comparison System

Effective Monday, January 15, 1990 (trade date January 11, 1990 - QTs, trade date January 12, 1990 - P&S),
executing broker and contra-broker badge numbers become part of the comparison matching criteria for all
uncompared “crowd” -to- “crowd” (“non-system”) trades in the “T+1” Overnight Comparison System (O.C.S.).

In order to ensure comparison of “crowd to crowd” trades in OCS, member firms must make certain that:

•The executing broker and contra-broker badge numbers match exactly. (Please refer to Exhibit 1,
attached,for an illustration of matching badge numbers.)

•Trades added to OCS through the terminal or a CPU-to-CPU link contain a valid executing broker and
contra-broker badge numbers. If a badge number is omitted, or an invalid badge number is submitted,
the trade will be rejected by the OCS. (Please refer to Exhibit 2, attached, for an illustration of how badge
numbers should be properly entered on the “add” screen.)

To assist in the process of researching broker's badge numbers, a new member badge number file is
available on the Trading Floor and in the “Questioned Trade” Control Center. This file will also be available
via electronic transmission from the National Securities Clearing Corporation (NSCC) to each clearing
member. The NSCC will issue a memorandum to all of its clearing members explaining how this file can be
obtained in mid-January.

Questions regarding the submission of badge numbers to the OCS should be directed to Dennis Covelli at
(212) 656-6918 or John Limerick at (212) 656-3099. Questions regarding the member badge number file, as
well as any other audit trail requirements should be directed to David Leibowitz at (212) 656-4588.

Raymond J. McSweeney

Senior Vice President

                                   

Attachment

                                                                                         
                              

Exhibit 1
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ILLUSTRATION OF MATCHING BADGE NUMBERS

NYSE                        O.C.S.             UNCOMPARED/ADVISORIES           02/28/89  
          14:16

                                                       USER-NAME:

MAJOR FIRM: H                                  TRADE-DATE: __ __ __         BUY/SELL: S

SYMBOL: ____________                                   PRICE: ____ ___ ___

LN S I DK B QUANTITY                                    SYMBOL PRICE         CNTR CNTR
 MAJR S CA

                                                                             EXEC

NO C I DK S QUANTITY                                    SYMBOL PRICE         FIRM BDGE
 BDGE P ND

                                                                             TIME

**    *     *  TRD-DATE:                                02/22/89*** TOP OF DATA**** ****

ADV 02 S 500                                            CHMNTITY20              7 8 CA
 >1390 6483> ADV

03 S 500                                                CHMNTITY21              CA >

6483 1390>

SEL COD:         D=DELETE          C=CHANGE          S=STAMP-ADV       K=DK-ADV
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PF-KEYS:         ENTER-EDIT         PF1-UPDATE         PF2-SCROLL     PF7-BACKWARD

PF8-FORWARD           PF12-MENU           CLEAR-CANCEL/REFRESH

                                                                                         
                              

Exhibit 2

              

ILLUSTRATION OF “ADD” SCREEN DISPLAYING BADGE NUMBERS

NYSE                        O.C.S.                    ADD SCREEN                  
 11/29/89        13:15

                                                                                   USER-
NAME:

MAJ FIRM :                  C                         BUY/SELL :  B               
 QUANTITY :       1000_

                                                                                         
           ___

SYMBOL:                     XYZ___                    

PRICE    :  12 1 /2          CNTR-FIRM: DOT

TRD DATE :                  11 07 89        >         

EXEC BDGE:  1234             CNTR-BDGE:5678    >
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EXEC TIME:                  11 11___                  INHIBITOR : _                RVRS
 IND : _
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December 18, 1989

  

Market Surveillance

 TO: All Members and Member Organizations

SUBJECT: Intermarket Trading System (ITS) Post 4:00 p.m. Commitment Procedures and Plan Amendments
to Rule 15 (Pre-Opening Application - Consolidated Closing Prices - Opening Reports) and Rule 15A (Trade -
Through Rule)

Effective December 18, 1989 amendments to enhance the operation of the ITS Pre-Opening Application
Rule (Rule 15) and Trade-Through Rule (Rule 15A) will be implemented. A new procedure for post 4:00 p.m.
commitments, agreed to by all ITS participant markets, will also become effective.

Rule 15 - Openings Reports

The Pre-Opening Rule specifies that, upon opening a stock, the specialist must “promptly” issue opening
reports to responding market-makers. However, the rule is not explicit as to the responsibility of a responding
market-maker to seek a report in a situation when one is not issued. As a result, there have been occasions
when regional markets have refused to accept reports tendered after trade date.

New section (d)(vi) provides that a regional market maker who responds to a pre-opening, and does not
promptly receive a report following the opening, has a responsibility to seek a report. The amendment
specifies that if a report is requested before the close of trading, a report must be issued prior to 9:30 a.m. on
the next trading date. If not issued by 9:30 a.m., a later report does not have to be accepted. Additionally, if a
responding market-maker does not request a report, a report must be accepted until the close of trading on
the third trading day following trade date (T+3).

New Procedure for Post 4:00 p.m. Commitments

The issuance or acceptance of an ITS commitment to trade after the close of trading is not permitted, except
in limited circumstances.

ITS trades after 4:00 p.m. are permitted for the purpose of satisfying a quotation of another ITS Participant
market relating to trade-through, Block Policy trade or locked market (excluding closing bids or offers for 100
shares) occurring during trading hours if:

a) a timely and valid complaint is received, or;

b) a member would be obligated to issue a commitment if such a complaint were received, i.e., issuance of a
commitment in anticipation of receiving a complaint.

The ITS Participant markets have agreed to a new procedure for post 4:00 p.m. commitments, which will work
as follows:

- The BLOCK identifier should be used on all commitments issued for price protection purposes after 4:00
p.m. The identifier alerts the receiving market that the commitment relates to price protection and that the
commitment may be accepted, even though received after the close.

•The BLOCK identifier should be used for this purpose even if the ITS commitment is priced at the displayed
quote being sought.
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- If the receiving market center cancels/expires a post 4:00 p.m. commitment that includes the identifier,there
would be no obligation to resend - although a resend in such a situation is permissible.

- If the commitment does not include the identifier, and it is cancelled/expired, the commitment must be resent
upon a timely and valid complaint.

- Commitments sent and executed after 4:00 p.m. that are not for the purpose of the ITS price protection rules
must be broken upon a complaint issued by either the sender or receiver within ten minutes of the ITS trade.
If a complaint is issued after ten minutes, both parties to the trade must mutually agree to break the trade.
However, the fact that a trade is broken or a complaint is issued after ten minutes does not relieve either party
of regulatory action connected with the sending and the execution of a commitment after the close of trading.

Amendments to Rule 15A - Third Party Trade-Through

The trade-through provisions of Rule 15A set forth the rights and obligations of the Participant Market-Makers
upon the occurrence of a trade-through. In general, upon receipt of a timely administrative message, a
member who caused the trade-through is obligated to satisfy the third party trade through. Rule 15A also
contains several exemptions to the obligation to satisfy a trade-through.

The amendment to Rule 15A amends section (b)(3)(G) and adds section (b)(3)(H) to provide another
exemption to the satisfaction obligations of the Rule, as follows: if a member who initiates a “third participant
market trade through” (as defined in the Rule) had sent a commitment to trade promptly following the trade-
through to satisfy the bid or offer traded-through, and had preceded the commitment with an administrative
message stating that the commitment was in satisfaction of the trade-through, then such member shall have
no further responsibility to satisfy the trade-through.

Amendments to Rule 15 - Consolidated Closing Prices

An amendment to the ITS Plan will now provide a simpler procedure for substituting NYSE closing prices
for purposes of the pre-opening application under Rule 15. If on a broad scale, consolidated closing prices
are incorrectly displayed, the Chairman of the ITS Operating Committee (ITSOC), upon the request of the
Exchange, may designate that the NYSE's closing prices be substituted for purposes of the pre-opening
application. The new procedure will effect the price substitution upon a single phone call with the Chairman
of ITSOC, followed by an administrative message broadcast over the System to all ITS Participant markets.
Individual telephone consultations with, and the concurrence of, each of the ITS Participant markets will no
longer be required.

An amendment to Rule 15 (a)(vi) will formalize an existing practice whereby the Exchange may specify that
the previous day's consolidated closing prices for all Exchange Eligible Securities shall be the last price at
which a transaction in the stock was reported by the Exchange, if because of unusual market conditions, the
Exchange price is designated as such pursuant to the ITS Plan.

The complete text of these rule amendments is attached hereto as Exhibit A. Any regulatory questions may
be directed to Mr. Arnold Kotler at 656-6543. Operational questions may be directed to the ITS Service
Center at 656-4858.

Robert J. McSweeney

Senior Vice President

Exhibit A

PRE-OPENING RULE - OPENING REPORTS

To add new section (d)(vi) to Rule 15 concerning the responsibility of a market-maker who responds to a Pre-
Opening notification to seek a report.
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(vi) Request for Participation Reports - The ITS Plan anticipates that an Exchange member who has sent
one or more obligations to trade in response to a ore-opening notification will request a report through the
System as to his participation if he does not receive a report as required promptly following the opening. If, on
or following trade date, he does request a report through the System as to his participation before 4:00 P.m.
eastern time, and he does not receive a response by 9:30 a.m. eastern time on the next trading day, he need
not accept a later report. If he fails to so request a report, he must accept a report until 4:00 p.m. eastern time
on the third trading day following the trade date (i.e., on T+3). The Exchange does not intend this Paragraph
(d)(iv) to relieve him of the obligation, when he does not receive a report, to request a report as soon as he
reasonably should expect to have received it.

TRADE-THROUGH RULE - THIRD PARTY TRADE THROUGH

To amend section (b)(3)(G) and to add section (b)(3)(H) to Rule 15A to provide another exemption to the
satisfaction requirements of the Rule (deletions in brackets; new language underlined):

(G) in the case of an Exchange trade-through, a complaint with respect to the trade-through was not received
by the Exchange through the System from the aggrieved party promptly following the trade-through and,
in any event, [(i) in the case of an Exchange trade-through,] within five (5) minutes from the time the report
of the transaction that constituted the trade-through was disseminated over the high speed line of the
consolidated last sale reporting system; or [(ii) in the case of a third participating market center trade-through,
within ten (10) minutes from the time the aggrieved party sent a complaint through the System to the ITS
participating market center that received the commitment to trade that caused the trade-through, which
first complaint must have been received within five (5) minutes from the time the report of the transaction
that constituted the trade-through was disseminated over the high speed line of the consolidated last sale
reporting system.]

(H) in the case of a third participating market-center trade-through, either:

(i) the member who initiated the trade-through (a) had sent a commitment to trade promptly following
the trade-through that satisfies the bid or offer traded-through and (b) preceded the commitment with an
administrative message stating that the commitment was in satisfaction of a third participating market center
trade-through. or

(ii) a complaint with respect to the trade-through was not received by the Exchange through the System
from the aggrieved party promptly following the trade-through, and, in any event, within ten (10) minutes
from the time the aggrieved party sent a complaint through the system to the ITS participating market center
that received the commitment to trade that caused the trade-through, which first complaint must have been
received within five (5) minutes from the time the report of the transaction that constituted the trade-through
was disseminated over the high speed line of the consolidated last sale reporting system.

PRE-OPENING - CONSOLIDATED CLOSING PRICES

To amend section (a)(vi) to Rule 15 to provide that Exchange closing prices may be substituted for
consolidated closing prices in unusual situations. (New language underlined).

(vi) “Previous day's consolidated closing price” means that last price at which a transaction in a security
was reported by the consolidated last sale reporting system on the last previous day on which transactions
in the security were reported by such system; provided, however, that the Exchange may specify that the
“previous day's consolidated closing price” for all Exchange Eligible Securities shall be the last price at which
a transaction in the stock was reported by the Exchange, if, because of unusual market conditions, the
Exchange price is designated as such pursuant to the ITS Plan.
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December 15, 1989

  

Market Surveillance

PLEASE ROUTE TO OPERATIONS AND LEGAL AND COMPLIANCE DEPARTMENTS

 TO: All Members and Member Organizations

SUBJECT: Amendments to Rules 121 and 123 Regarding Time-Recording of Orders

The Securities and Exchange Commission has approved amendments to Exchange Rules 121 and 123 to
require time-recording of orders received by a specialist at the post, and for orders received at a member's
booth on the Floor from off the Floor, respectively. The amendments are intended to enhance surveillance
procedures and facilitate the reconstruction of market activity by providing the Exchange with the ability to
pinpoint the time that each order is received by a specialist or is received at a member's booth.

Rule 121 had required that specialists keep records for at least three years of all orders placed with them, as
well as executions, cancellations and modifications. The Rule did not contain a time-recording requirement.
Rule 123A.30 requires that all percentage orders received by a specialist be time-recorded at the post
location. In addition, as a matter of procedure, all orders directed to a specialist via SuperDOT have a time
record. The amendment to Rule 121 imposes a standard requirement that all orders be time-recorded. The
amended Rule 121 is attached as Exhibit A.

In the past, there was no requirement that a member time-record orders when they are received on the Floor
from off the Floor. The amendment to Rule 123 requires that every order received by a member or member
organization on the Floor from off the Floor contain a record of the time when the order was received at the
member or member organization's booth. The amended Rule 123 is attached as Exhibit B.

Any questions on the above matters may be directed to Mr. Michael Seeley (212) 656-6531 or Mr. Daniel
Saporito (212) 656-5097.

Robert J. McSweeney

Senior Vice President

Exhibit A

Additions Underlined

Rule 121. Records of Specialists

Every specialist shall keep a legible record of all orders placed with him in the securities in which he is
registered as a specialist and of all executions, modifications and cancellations of such orders, and shall
preserve such record and all memoranda relating thereto for a period of at least three years. All such records
of orders and modifications or cancellations of such orders shall include the name and amount of, the
security, the terms of the order, modification or cancellation, and the time when such order, modification or
cancellation was received.

… Supplementary Material:

.10 Entry of orders on specialists' books.-All orders given to specialists or to other members must be entered
and treated according to the name appearing on the slip, even though such name may be that of a member
who is known to be affiliated with a member organization. Similarly, all reports, confirmations, inquiries, give-
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ups, calls for members to confirm trades, etc. must be made in the name appearing on the slip. However, if a
member requests a specialist to give up a clearing name instead of the one on the order slip, the specialist is
not prohibited from doing so.

Exhibit B

Rule 123. Record of Orders

Given Out

Every member shall preserve for at least three years a record of every order originated by him on the Floor
and given to another member for execution and of every commitment or obligation to trade issued from
the Floor through ITS or any other Application of the System, and of every order originating off the Floor,
transmitted by any person other than a member or member organization, to such member on the Floor,
which record shall include the name and amount of the security, the terms of the order and the time when
such order was so given or transmitted; provided, however, that the Exchange may, upon application, grant
exemptions from the provisions of this Rule.

Receipt of Orders

Every member shall preserve for at least three years a record of every order received by that member on the
Floor from off the Floor, Such record shall include the name and amount of the security, the terms of the order
and the time when such order was received.
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December 15, 1989

  

Market Surveillance

 TO: All Members and the Managing Partner/Chief Executive Officer of Each Member Organization

SUBJECT: New Rule 106 Regarding Specialist Unit Contacts With Their Listed Companies and Member Firm
Customers

The Securities and Exchange Commission has approved new Rule 106 (attached as Exhibit A), which
requires, as discussed below, that specialist units maintain periodic contact with their listed companies and
with certain member firm customers of the unit as well as other member firms that request such contact.

New Rule 106 is effective beginning with the first quarter of 1990.

Contact with Listed Companies

Rule 106 requires that a representative of each specialist unit contact quarterly one or more senior officials, of
the rank of Corporate Secretary or higher, of the issuers of each of their specialty stocks. One of the quarterly
contacts must be an in-person meeting with a senior official of the rank of Corporate Secretary or higher.

These quarterly contacts are expected to help foster an understanding of the specialist function, the
operations of the Exchange market system, and the markets that are maintained in the listed companies,
stocks.

Contact with Member Firms

Rule 106 also requires that specialist units contact semi-annually, off-the-Floor, the 15 largest NYSE member
organizations, as the Exchange will from time to time specify, as well as any other member organizations
that are significant customers of the specialist unit, and any other member organization that requests such
contact. Each specialist unit shall determine who its significant customers are. Exhibit B is a listing of the 15
largest NYSE member organizations that specialist units are required to contact as of the first quarter of 1990.

The purpose of the requirement that specialist units contact member firm customers semi-annually is to help
foster a greater understanding of, and responsiveness to, the needs of the Exchange's member firms.

Specialists are reminded that all contacts with listed companies and member firms are subject to applicable
rules and regulations as to the safeguarding of material, non-public information.

Semi-Annual Reporting of Contacts

Rule 106 requires that specialist units report to the Exchange semi-annually a record of:

(i) their contacts with senior officials of their listed companies;

(ii) their off-Floor contacts with representatives of each of the 15 largest NYSE member organizations;

(iii) their off-Floor contacts with each member organization that is a significant customer of the specialist unit;
and

(iv) their off-Floor contacts with any other member organization that requests such contact.

Specialist units should report the above-described information on Form 106, which is attached as Exhibit C.
The first reports under Rule 106 will be due on July 1, 1990.
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* * *

Any questions on the matters discussed in this Information Memo may be directed to Brian McNamara (212)
656-7086.

Robert J. McSweeney

Senior Vice President

Exhibit A

New Rule 106

Specialists' Contact with Listed Companies and Member Organizations

(a) During each quarter, each Exchange specialist unit shall contact one or more senior officials, of the rank
of Corporate Secretary or above, of each company in whose stock specialists associated with the specialist
unit are registered. During any calendar year, at least one of the specialist unit's quarterly contacts referred
to above shall consist of an in-person meeting between one or more representatives of the specialist unit and
one or more senior officials, of the rank of Corporate Secretary of above, of each company in whose stock
specialists associated with the specialist unit are registered.

(b) Each Exchange specialist unit shall contact semi-annually, off the Exchange Trading Floor,
representatives of each of the 15 largest Exchange member organizations, representatives of each other
member organization that is a significant customer of the specialist unit, and representatives of any other
member organization that requests such contact,

(c) Each specialist shall report to the Exchange semi-annually, in such form and format as the Exchange may
from time to time prescribe, a record of their contacts with senior officials of their listed companies, their off-
Floor contacts with representatives of each of the 15 largest Exchange member organizations, their off-Floor
contacts with each other member organization that is a significant customer of the specialist unit, and their
off-Floor contacts with any other member organization that requests such contact.

Exhibit B

THE FIFTEEN LARGEST NYSE MEMBER FIRMS

(Ranked in Order of Clearing Activity - Total Bought and Sold)

01. BEAR STEARNS AND CO.

02. MERRILL LYNCH, PIERCE, FENNER AND SMITH, INC.

03. SHEARSON LEHMAN HUTTON, INC.

04. PERSHING

05. GOLDMAN SACHS AND CO.

06. PAINEWEBBER INC.

07. PRUDENTIAL BACHE INC.

08. SALOMON BROTHERS

09. MORGAN STANLEY AND CO.

10 FIRST BOSTON CORP.

11 KIDDER PEABODY AND CO.

12 SMITH BARNEY, HARRIS, UPHAM AND CO., INC.

13 DEAN WITTER REYNOLDS AND CO.

14 DREXEL BURNHAM LAMBERT INC.
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15 FIRST OPTIONS OF CHICAGO

Exhibit C

FORM 106

SPECIALISTS' CONTACT WITH LISTED COMPANIES AND MEMBER ORGANIZATIONS

Specialist Unit: _____________________

Reporting Period: ___________________

Listed Company: ____________________

Company Contact (s):

and Title (s): ________________

Contact Type: Telephone __ In Person __

Date of Contact: ____________________

Comments: ______________________________________________________
______________________________________________________

Member organization: ____________________

Reporting Period: ____________________

Rule 106 Tier: (A) TOP 15 ORGANIZATION ___

Rule 106 Tier: (B) SIGNIFICANT CUST. ___

Rule 106 Tier: (C) MEMBER REQUEST ___

Member Organization

Contact(s) and Title(s): ____________________

Description of Contact: ____________________

Date of Contact: ption ____________________

Comments: ______________________________________________________
______________________________________________________
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Market Operations

 TO: All Members and Managing Partners/Chief Executive Officers and Senior Operations Partners/Officers of
all Member Organizations/Purchase and Sales Managers

SUBJECT: “T+ 1” Overnight Comparison

The Exchange has undertaken a number of initiatives to prepare for the implementation of “T+1” Overnight
Comparison (Rule 130) no later than September, 1990.

The following is a plan of the steps necessary to complete T+1 Overnight Comparison. The next initiative
toward completion of overnight comparison is to shorten the time for resolving “Questioned Trades” (“QTs”)
by 24 hours by resolving them on the first business day after the trade date (“T+1”) rather than the second
business day (“T+2”).

This change will require that P&S work be completed by 12:00 PM on T+1 and “QT” resolution begin at 12:01
PM on that same day.

T+ 1 QT Resolution

The target date for implementation is trades of February 16, 1990. (Member firm P&S and QT staff should
take note this will require OCS trade resolution on Saturday, February 17, 1990, to coincide with Options
Expiration Saturday.) The Exchange is informing you now of the anticipated date so that the community can
finalize any operational changes that may be necessary to change from a “T+2” QT environment to a “T+1”
QT environment.

Clearing firms requiring a CPU-to-CPU link to process uncompared trades in a “T+1” environment should
install the necessary communication lines now, if they have not already done so. The CPU-to-CPU “receive”
portion of the link was in place on October 6th. The “send” portion of the link will be completed in January,
1990, well in advance of the date for shortening the “QT” resolution process.

Attached to this Information Memo are the procedures that will be used to resolve QTs on “T+1”. It is
important to note that these procedures are not being implemented at this time.

* * * *

Mandatory Close-Out Procedures

The Exchange is planning to shorten the mandatory “closing out” of uncompared trades from “T+5” to “T+2”
in April, 1990, and from “T+2” to “T+1” in June, 1990. Please note that the effect of this last step (“closing out”
uncompared trades on “T+1”) will he to fully implement “T+1” overnight comparison (Rule 130) some three
months ahead of the Rule's effectiveness.

Please direct any questions that you may have regarding these matters to Dennis Covelli at (212) 656-6918.

Jaroslav W. Kryshtatsky

Senior Vice-President

“T+1” CORRECTION SYSTEM OPERATIONS PROCEDURES
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THESE PROCEDURES WILL NOT BE IN EFFECT UNTIL FEBRUARY 16, 1990, AT THE EARLIEST

(1) Uncompared transactions shall be resolved on T+ 1. Clearing firms shall review the uncompared data
displayed on their screens any time the System is available for use and make any necessary additions,
deletions or changes no later than 12:00 PM on the first business day after the trade date (T+1). Clearing
firms can only correct their own data - they will not be able to correct the data submitted by clearing firms
against them. When a clearing firm adds a trade to its file, it must include the time of the execution and the
badge number of the executing broker and the badge number of the contra-broker.

(2) Beginning at 12:01 PM on T+1, the clearing member organization's members that executed the
uncompared transactions shall begin to resolve them by comparing their trade data with the data displayed
by the contra-party to the trade. If a “$2” broker or specialist executed the order for the clearing firm, the
clearing firm will notify the “$2” broker or specialist of the uncompared trade by presenting him with a copy
of the details of the trade produced by the Correction System along with copies of all relevant Floor Reports.
Clearing firms must contact the $2” broker or specialist no later than 1:00 PM on T+1.

(3) If a clearing firm has an uncompared transaction on T+ 1, which it submitted to comparison on behalf of
a non-clearing firm, it shall notify the non-clearing firm of the uncompared trade by presenting it with a copy
of the details of the trade produced by the Correction System. This notification must be made no later than
1:00 PM on T+1. The member of the non-clearing firm that executed the uncompared trade shall immediately
begin to resolve the uncompared trade. If a “$2” broker or a specialist executed the order for the non-clearing
firm, the non-clearing firm shall notify the “$2” broker or specialist of the uncompared trade by presenting him
with a copy of the details of the trade produced by the Correction System along with copies of all relevant
Floor Reports.

(4) If a “$2” broker or a specialist knows a transaction, but the firm that he gave up does not, then the “$2”
broker or specialist must have the transaction cleared for his own account by substituting his clearing firm for
the clearing firm that was originally given up.

In this regard, a member who has made an error in effecting a transaction may have the trade cleared in
his own account, the account of his member organization ar the account of another member or member
organization if the other member or member organization agrees. When a member has an error trade cleared
in his own account or the account of his member organization, he must maintain accurate and complete
records of the error trade and make them available to the Exchange upon request. When a member has
an error trade cleared in the account of another member or member organization which involves $3,000 or
more, he must also maintain accurate and complete records of the error trade, including audit trail elements
required in Rule 132, as well as the nature and amount of the error, and how the error was resolved with the
member or member organization that cleared the transaction. This data, as well as any other data that the
Exchange requires, such as the aggregate amount of the members liability that has been incurred and is
outstanding, shall be made available to the Exchange upon request.

(5) Clearing members shall resolve all of their uncompared transactions as either OK or DK no later than 6:00
PM on the first business day (T+1) after the trade date by inserting the appropriate response next to each
uncompared trade contained in the System's file.

In order that clearing firms can comply with this requirement, “$2” brokers and specialists that executed the
uncompared trades for clearing firms, and non-clearing firms whose own brokers executed their uncompared
trades must respond with answers to their clearing firms no later than 5:00 PM on the first business day (T+1)
after the trade date. However, when a “$2” broker or specialist has executed an uncompared trade for a non-
clearing member, the non-clearing member has until 5:30 PM on T+ 1 to respond to its clearing member.

(6) The Exchange may, if necessary, extend the time requirements contained in Sections (1), (2), (3) and
(5), but the time requirements specified in Section (5) will not be extended past the time that the Correction
System is available for use on the first business day after the trade date, in order that all uncompared trades
can be resolved on that day.
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(7) Transactions resolved as OK by a clearing member may not be subsequently changed to DK by the
clearing member. Similarly, transactions resolved as DK by a clearing member may not be subsequently
changed to Ok by the clearing member.

(8) Transactions resolved as DK by a clearing member may be closed out by the questioning firm under the
provisions of Rule 283. The printed record produced by the Correction System indicating that the transaction
was resolved as DK shall constitute the notice requirement of Rule 283.

(9) Transactions that cannot be compared within five business days after the trade date shall be closed out
under the provisions of Rule 283.
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Market Surveillance

MOC ORDERS LIQUIDATING INDEX STRATEGIES MUST BE IN BY 3 PM SEE PAGES 3 and 4 FOR PROCEDURES

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Procedures for Handling Market-on-Close Orders on
December 15, 1989 (“Expiration Friday”)

Members and member organizations are reminded that auxiliary opening and revised closing procedures for
expiration Friday will be implemented on expiration Friday, December 15, 1989, as indicated below. The SEC
has formally approved the extension of the pilot through November 1990.

OPENING PROCEDURES

Several auxiliary procedures are necessary to integrate stock orders relating to expiring contracts into
NYSE's opening procedures in a manner that assures an efficient market opening in each stock as close to
9:30 a.m. as possible. The auxiliary opening procedures applicable on December 15, 1989 are:

Order Entry

Stock orders relating to index contracts whose settlement pricing is based upon the December 15, 1989
opening prices must be received by SuperDot or by the specialist by 9:00 a.m.

- These orders may be cancelled or reduced in size. 1 

- Stock orders relating to index contracts whose settlement pricing is not based upon the December 15
opening prices may be entered after 9:00 a.m.

To facilitate early order entry, SuperDot (1) will begin accepting orders at 7:30 a.m. and (2) will accept market
orders of 30,099 shares or less.

“Limit-at-the-opening” (“limit OPG”) orders are permitted, including delivery through Exchange systems.

- Ordinary limit orders may also be entered.

Order Identification

Stock orders relating to opening-price settling contracts must be identified “OPG.”

- Firms entering these orders through SuperDot, but unable to identify orders as “OPG”, may use a unique
branch code or firm identifier (mnemonic) to identify these orders. The NYSE Market Surveillance Division (11
Wall Street, 11th Floor) must be advised of the branch code or identifier by December 18, 1989.

- Firms unable to identify these orders in either way, and firms not using SuperDot, must submit a list of all
these orders and related details to the NYSE Market Surveillance Division by December 18, 1989.

Dissemination of Order Imbalances
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For any of the pilot stocks (list attached) having a market order imbalance of 50,000 shares or more at
9:00 a.m., the NYSE will disseminate the size of the order imbalance via the low-speed ticker and the news
services as promptly as practicable after 9:00 a.m.

Dissemination of Indications

Except for the auxiliary procedures described above, all stocks, including the pilot stocks, are subject to the
regular NYSE opening procedures, including price indications where a substantial price change is anticipated.
Dissemination of an indication is mandatory for an opening which will result in a price change constituting
the lesser of 10% or three points from the prior NYSE close, or five points if the previous close is $100 or
higher, unless the price change is less than one point. Fifteen minutes must elapse between a first indication
and a stock's opening. However, when more than one indication is necessary, a stock may open (1) five
minutes after the last indication when it overlaps the prior indication (e.g., 51 - 53 overlaps 50 - 52, but does
not overlap 53 - 55) and (2) ten minutes after the last indication when it does not overlap the prior indication,
provided that 15 minutes must have elapsed from the dissemination of the first indication.

PROCEDURES RELATING TO THE CLOSE

The Exchange has determined to implement the quarterly triple expiration Friday procedures for market-on-
close (“MOC”) orders each monthly expiration Friday and expand the scope of applicable MOC orders to
those relating to a strategy involving any stock index futures, stock index options, or options on stock index
futures, in the pilot stocks. These procedures have been filed as a rule with the SEC.

In addition, beginning with the June 16, 1989 expiration, the Exchange has determined to change the cut-off
time to 3:00 p.m. for the entry of MOC orders that relate to a strategy including any stock index futures, stock
index options or options on stock index futures in the pilot stock. These revised closing procedures will again
be implemented with the December 15, 1989 expiration.

Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders on so-called “expiration
Fridays” (the Fridays preceding the expiration or settlement of options or futures contracts based on a stock
index). The procedures, which may be used only on expiration Fridays, are intended to provide an orderly
means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

Pilot Stocks

For the purpose of facilitating the publication of any significant order imbalance in one of the pilot stocks (see
attached list), you must as stated above, enter all MOC orders, in positions relating to a strategy involving any
stock index futures, stock index options, or options on stock index futures, by 3:00 p.m. eastern time, it should
be noted that, pursuant to Rule 13, an order for execution at the close may only be entered for execution at-
the-market; “limit-at-the-close” orders are not permitted.

As soon as possible after 3:00 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:00 p.m. in those pilot stocks. Additionally, as soon as Possible after
3:30 p.m. the Exchange will again Publish on the tape any imbalance of MOC orders of 50,000 shares or
more that existed at 3:30 p.m. For those pilot stocks that had imbalance notices published at 3:00 p.m. and
there is no imbalance of 50,000 shares or more at 3:30 p.m., the Exchange will publish a “No Imbalance”
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message. No MOC orders will be Permitted in those pilot stocks that have a “No Imbalance” message
disseminated. While MOC orders previously entered may be cancelled or reduced in size, once such
publication has been made, any MOC orders subsequently entered will be accepted only to trade on the
opposite side of the market in relation to such published imbalance. The liquidation of Positions relating to a
strategy involving any stock index futures, stock index options, or options on stock index futures using MOC
orders entered after 3:00 p.m. is not permitted, even if such orders might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:30 p.m. may not reflect the imbalance that exists at the close.

These procedures relate only to the pilot stock. Regular procedures will apply to all other listed securities.

Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they may be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

“G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a Pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Rules 9a-2, 10a-1, 10b-5, as well
as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Michael Seeley at (212) 656-6531 or Mr.
David Leibowitz at (212) 656-4588.

Robert J. McSweeney
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Senior Vice President

                                  

Attachments

                      

Expiration Friday Pilot Stocks - December 15, 1989

ABT                ABBOTT LABORATORIES

AXP                AMERICAN EXPRESS COMPANY

AHP                AMERICAN HOME PRODUCTS CORPORATION

AIG                AMERICAN INTERNATIONAL GROUP INC.

T                  AMERICAN TELEPHONE AND TELEGRAPH

AIT                AMERITECH

AN                 AMOCO CORPORATION

BUD                ANHEUSER BUSCH COMPANIES INC.

ARC                ATLANTIC RICHFIELD COMPANY

BEL                BELL ATLANTIC CORPORATION

BLS                BELL SOUTH CORPORATION

BA                 BOEING COMPANY
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BMY                BRISTOL MYERS COMPANY

CHV                CHEVRON CORPORATION

CCI                CITICORP

KO                 COCA COLA COMPANY

DEC                DIGITAL EQUIPMENT CORP.

DOW                DOW CHEMICAL COMPANY

DD                 DU PONT COMPANY

DNB                DUN AND BRADSTREET CORPORATION

EK                 EASTMAN KODAK COMPANY

LLY                ELI LILLY AND COMPANY

XON                EXXON CORPORATION

F                  FORD MOTOR COMPANY

GE                 GENERAL ELECTRIC COMPANY

GM                 GENERAL MOTORS CORPORATION

GTE                GTE CORPORATION

HWP                HEWLETT PACKARD COMPANY
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IBM                INTERNATIONAL BUSINESS MACHINES CORP.

IP                 INTERNATIONAL PAPER COMPANY

JNJ                JOHNSON AND JOHNSON

MCD                MCDONALDS CORPORATION

MRK                MERCK AND COMPANY INC.

MMM                MINNESOTA MINING AND MANUFACTURING

MOB                MOBIL CORPORATION

NYN                NYNEX CORPORATION

PAC                PACIFIC TELESIS GROUP

PEP                PEPSICO INC.

PFE                PFIZER INC.

MO                 PHILIP MORRIS COS. INC. HOLDING CO.

PG                 PROCTER AND GAMBLE COMPANY

RD                 ROYAL DUTCH PETROLEUM COMPANY

SLB                SCHLUMBERGER LTD.

S                  SEARS ROEBUCK AND COMPANY
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SBC                SOUTHWESTERN BELL CORPORATION

TX                 TEXACO INC.

UN                 UNILEVER N.V. ADRS

USW                U.S. WEST INC.

X                  USX CORPORATION

WMT                WAL MART STORES INC.

DIS                WALT DISNEY COMPANY

                   WASTE MANAGEMENT INC.

WMX

This list consists of the 50 highest weighted S&P 500 stocks as of October 6, 1989, based on market values
as of September 21, 1989, and the 20 Major Market Index stocks.

MEMORANDUM

Date: December 6, 1989

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Openings and Market-on-Close (MOC)
Orders

Openings

Q. Can “limit at the opening” (“limit OPG”) orders be entered in the stocks that are not among the
stocks included in the pilot?

A. “Limit OPG” orders are now permitted on expiration Friday. Unexecuted “limit OPG” orders are cancelled
after the opening transaction. “Limit-at-the-close” orders are not permitted at any time.

Q. When can specialists obtain an OARS status request?

A. At any time after 7:30 a.m., in any stock. (Specialists should review OARS inquiry, freeze and opening
procedures to avoid problems.)
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Q. Must specialists wait until 9:27 a.m. to start the ITS pre-opening application?.

A. No. ITS Pre-Opening notifications may be issued beginning at 9:00 a.m.

Q. Are “G” orders to sell short at the market handled differently at the opening then at the close on
expiration day?

A. Yes, “G” short market orders are covered by two different procedures. At the opening they are handled as
they are on any other day. “G” short market orders must yield to all public limit orders at the lowest valid short
tick. At any higher Price the “G” shorts need not yield. At the close, “G” market shorts must yield to all limit
orders at the sale price, even if that price is higher than the first valid short tick.

Q. How should specialists and Floor Officials handle requests to “hold the opening” in the pilot
stocks?

A. The Exchange has added auxiliary and early procedures with the express purpose of providing a prompt
opening in all stocks, not just the 50 pilot stocks. Brokers should be told to have their opening interest
represented by 9:30 a.m., and assuming adequate pricing information re: substantial disparity from the close,
all stocks should be opened as quickly after 9:30 as possible.

MOC Orders

Q. When can a specialist print “paired-off” market-on-close orders as “stopped stock”?

A. The special “stopped stock” procedure for Market on Close orders is used only 12 times a year on
“expiration days”, usually the 3rd Friday of each month.

Q. On expiration days, how do you determine the price at which to print the “stopped stock”?

A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000-trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

Q. If there was no MOC imbalance of 50,000 or more shares in a pilot stock at 3 p.m., but due to
MOC order cancellations, an imbalance of 50,000 or more shares exists at 3:30 p.m., should it be
disseminated?

A. Yes. Subsequently, contra side MOC orders may be entered.

Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

Example #1 200,000 buy MOC

50,000 sell MOC

50,000 sell plus MOC

25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000 - S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted since it does not offset the imbalance.

Example #2 100,000 sell MOC

50,000 buy MOC

25,000 buy minus MOC
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25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000 - B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted since it does not offset the imbalance.

Q. How are buy minus/sell plus Market-on-Close orders handled on Expiration Fridays?

Example: Market 20 1/4- 1/2 - last sale 20 3/8

A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus order would
go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the other hand, if the
20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus order would go ahead of
the 20 1/2 limit sell orders on the book because it should be treated like a market order. Similarly, a market-
on-close buy minus order would be treated as a limit order if the last sale was on a “plus” or “zero plus”, going
behind any buy orders limited at 20 1/4. If the last sale was on a “minus” or “zero minus” tick, the market-on-
close buy minus order would be treated as a market order and executed ahead of 20 1/4 limit buy orders on
the book.

Q. How do you determine the price at which MOC orders are executed on non-expiration days?

A. Again, the general rule of thumb is imbalance creates price change while a perfect pair-off creates no
change in price.

Non-Expiration Day

Examples:

Mkt. 24 - 1/8 20,000×30,000

Last Sale 24 1/8-a zero minus tick

Example A: Sell 20,000 MOC; Buy 25,000 MOC

Imbalance Rules - 20,000sells at 24 then 25,000 trades at 24 1/8 - Last 24 1/8+

Example B: Sell 20,000 MOC; Buy 15,000 MOC

Imbalance Rules Again - 15,000 trades 24 1/8 then 20,000 sells at 24 - Last 24 -

Example C: Sell 10,000 MOC; Buy 10,000 MOC

No Imbalance of supply and demand so market should return to price Prior to market-on-close.

So: 10,000 sells at 24 the 10,000 trades at 24 1/8 - Last 24 1/8+

•In all 1/8 point examples it is assumed there is a Public Bid and Public Offer. If it is the Specialist Bid or Offer,
he must yield to the pair-off, since he is Agent for those orders.

Q. What if the quotation spread is 1/4 or more?

A. Ideally, the specialist should offset the imbalance and cross the entire amount inside the existing quote.
Where market conditions or rules do not facilitate such an offset, the “paired-off” portion could be crossed 1/8
point away from the indicated closing price with the imbalance setting the closing sale.

Non-Expiration Day

Examples:

Mkt. 24 - 1/4 100,000×100,000

Last 24 1/4 - a minus tick

Example A: Sell 20,000 MOC Buy 25,000 MOC (Assume specialist short)
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Imbalance sets close - 20,000 sells at 24 1/8 then 5,000 trades at 24 1/4, last 24 1/4+

Example B: Sell 100,000 MOC Buy 55,000 MOC if specialist does not “cross” the entire amount at 24 1/8

Imbalance sets close - 55,000 sells at 24 1/8 then 45,000 trades at 24; last 24 -

Example C: Sell 20,000 MOC Buy 20,000 MOC No imbalance

20,000 sells at 24 1/8; last 24 1/8 -

Q. How will the specialist determine which orders receive which prices?

A. While all MOC orders become effective simultaneously, it would be consistent with NYSE policy to allocate
the most advantageous prices to the orders received earliest.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.
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Market Surveillance

 TO: All Members and Member Organizations

SUBJECT: NYSE Frontrunning Interpretations

Since 1980, the Exchange has issued various circulars addressing restrictions on intra and intermarket
frontrunning and market manipulation. This Information Memorandum is intended to consolidate the
Exchange's interpretations in this regard.

If a member or person associated with a member or member organization executes or causes to be
executed, for an account in which such member, member organization or person has a direct or indirect
pecuniary interest or for an account with respect to which such person or member exercises investment
discretion, any transactions described below to take advantage of material, nonpublic information which
reasonably can be expected to have an immediate, favorable impact in relation to such transactions, such
member or persons may be in violation of just and equitable principles of trade (Exchange Rule 476):

(i) a transaction in any stock option or stock index option contract when such member or person has
knowledge of the imminent execution of a transaction in the stock(s) that underlies the option;

(ii) a transaction in any stock(s) when such member or person has acquired knowledge of the imminent
execution of another person's transaction in that stock(s);

(iii) a transaction in any stock index futures contract or option on a stock index future when such member or
person has acquired knowledge of the imminent execution of another person's stock program transaction;

(iv) stock program transactions (including transactions in Exchange Stock Portfolios), when such member or
person has acquired knowledge of the imminent execution of another person's order(s) in stock index futures
contracts or options on stock index futures; or

(v) a transaction in any stock index option, when such member or person has acquired knowledge of the
imminent execution of another person's order(s) in stock index futures contracts or options on a stock index
future.

These restrictions apply to trading and the handling of orders by floor members, upstairs traders and all
employees of members and member organizations. For example, floor brokers and upstairs traders who have
knowledge of an order that will be executed imminently may not give this information to any other person, nor
the terms of the order, for the purpose of having that person take advantage of the information.

In determining whether a member or person has taken advantage of material, nonpublic information, it is
not necessary for the Exchange to demonstrate that another person has been disadvantaged. Further, such
member or person may be in violation of just and equitable principles of trade regardless of whether the other
person has given permission for such trading.

However, nothing herein shall prevent such member or person from establishing, in a futures market, a
bona fide hedge of risk such member or person may have assumed or agreed to assume in facilitating the
execution of any other person's stock program orders or stock index options orders. The risk to be hedged
must be the result of having established a position or having given a firm commitment to assume a position,
and the offsetting hedging transaction must be commensurate with such risk.
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In addition, a member or person associated with a member organization who implements a proprietary market
strategy involving a stock program (including transactions in Exchange Stock Portfolios) or stock index option
transaction(s) and a related stock index futures transaction by executing the stock index futures trade(s)
prior to the execution of the stock program or the stock index option transaction(s) will not necessarily be
deemed to be in violation of this policy. However, if the member or person executes or causes to be executed
a transaction in one market to take advantage of such member's or person's imminent transaction in a related
market, that member or person may be engaging in manipulative activity.

It should be noted that the above are not exclusive, and that matters involving possible violations of these
trading restrictions will be addressed by the Exchange on a case-by-case basis.

Member and member organizations are required to establish and maintain procedures reasonably designed
to review facts and circumstances surrounding trades in NYSE listed securities and related financial
instruments which may be a violation of the trading practices described in this memorandum.

Anyone having knowledge or suspicion of possible abuses of these trading restrictions, or having any
questions regarding this memorandum, should contact Mr. Joseph Dorilio at (212) 656-6197, 11 Wall Street,
11th Floor, New York, New York 10005.

Robert J. McSweeney

Senior Vice President

Market Surveillance

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Member Firm Regulation

PLEASE ROUTE TO MARGIN, CASHIER, COMPLIANCE, ACCOUNT TRANSFER (412) AND DATA PROCESSING
DEPARTMENTS

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF OPERATIONS OFFICERS/PARTNERS

SUBJECT: CLOSING OUT FAIL CONTRACTS ARISING FROM RULE 412 CUSTOMER SECURITIES
ACCOUNT TRANSFERS

Exchange Rule 412(c) requires fail contracts resulting from account transfers to be closed out within ten
business days after their establishment. In addition, Rule 412 Interpretations (f)/03, /04 and /05 exempt non-
transferable assets and permit close out of fail contracts on certain assets arising from account transfers to be
accomplished within thirty business days, rather than ten business days after their establishment.

It has come to the Exchange's attention that certain member organizations are not adhering to the above
mentioned close out requirements. Provided the security is available and applicable self-regulatory
organization buy-in procedures exist, member organizations are expected to initiate timely buy-ins to assure
compliance with the Rule 412 close out requirements. Failure to do so could result in Exchange disciplinary
action.

If you have any questions concerning this matter, please contact Rudolph Schreiber at (212) 656-5226.

Salvatore Pallante

Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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November 14, 1989

  

Member Firm Regulation

 NOTE: THIS MEMO CALLS FOR A RESPONSE

PLEASE ROUTE TO CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, COMPLIANCE, LEGAL, AND
ADMINISTRATION DEPARTMENTS

TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: QUARTERLY COMPLAINT REPORTS AND BRANCH OFFICE LISTINGS

Information Memo Nos. 88-35 (November 8, 1988) and 89-28 (June 9, 1989) explained a member or member
organization's obligations under Rule 351(d) with respect to quarterly reporting of complaint statistics to the
Exchange. Information Memo No. 88-35 included, as an attachment, a page of definitions of the problem
code numbers to be included in the standardized report.

Effective January 1, 1990, the Exchange is adding a new category to the list of problem codes - 09 -

Communications with the public. 1   (See attached Exhibit A). Any complaints received by a member or
member organization with respect to their communications to customers or the public should be reported
under the above-mentioned code. The new code should be included in the report for the first quarter of 1990
which is due April 15, 1990.

Information Memo No. 89-28 explained that the branch number to be included on each complaint record is
the code or designation created internally by the member or member organization. This memo also required
each member and member organization to submit to the Exchange a complete list of the branch codes/
designations being used and their actual street, city, state and zip information. This information was due on
August 15, 1989.

Some members and member organizations have not responded to this request for complete branch listings.
Those who have not done so must respond by December 15, 1989. Failure to comply with the Exchange's
request for information may result in disciplinary action being taken under Rule 476A (Imposition of Fines for
Minor Violation(s) of Rules).

Please send branch listings to Data Control, New York Stock Exchange, Inc., 20 Broad St., 22nd Floor, New
York, N.Y. 10005, Attn: Branch Listings.

Salvatore Pallante

Vice President

Exhibit A

New Problem Code - Sales Practice

09. Communications with the public - Allegations of false or misleading statements, claims, comparisons or
material omissions found in advertisements, sales literature, research reports and other communications,
including correspondence from registered representatives to customers or prospects.

Implementation Date: 1st quarter 1990, Report due April 15, 1990

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Footnotes

1  The term "communications" includes, but is not limited to, advertisements, research reports and sales
literature.
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November 10, 1989

  

Market Surveillance

MOC ORDERS LIQUIDATING INDEX STRATEGIES MUST BE IN BY 3 PM SEE PAGES 1 and 2 FOR NEW
PROCEDURES

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Procedures for Handling Market-on-Close Orders on November 17, 1989 (“Expiration Friday”)

Members and member organizations are reminded that the closing procedures for expiration Fridays will
again be implemented on expiration Friday, November 17, 1989, as indicated below.

PROCEDURES RELATING TO THE CLOSE

The Exchange has determined to implement the quarterly triple expiration Friday procedures for market-on-
close (“MOC”) orders each monthly expiration Friday and expand the scope of applicable MOC orders to
those relating to a strategy involving any stock index futures, stock index options, or options on stock index
futures, in the pilot stocks. These procedures have been filed as a rule with the SEC.

In addition, beginning with the June 16, 1989 expiration, the Exchange has determined to change the cut-off
time to 3:00 p.m. for the entry of MOC orders that relate to a strategy including any stock index futures, stock
index options or options on stock index futures in the pilot stocks. These revised closing procedures will again
be implemented with the November 17, 1989 expiration.

Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders on so-called “expiration
Fridays” (the Fridays preceding the expiration or settlement of options or futures contracts based on a stock
index). The procedures, which may be used only on expiration Fridays, are intended to provide an orderly
means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

Pilot Stocks

For the purpose of facilitating the publication of any significant order imbalance in one of the Pilot Stocks (see
attached list), you must as stated above, enter all MOC orders, in positions relating to a strategy involving any
stock index futures, stock index options, or options on stock index futures, by 3:00 p.m. eastern time. It should
be noted that, pursuant to Rule 13, an order for execution at the close may only be entered for execution at-
the-market; “limit-at-the-close” orders are not permitted.
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As soon as possible after 3:00 p.m. the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:00 p.m. in those pilot stocks. Additionally, as soon as possible after
3:30 p.m. the Exchange will again publish on the tape any imbalance of MOC orders of 50,000 shares or
more that existed at 3:30 p.m. For those pilot stocks that had imbalance notices published at 3:00 p.m. and
there is no imbalance of 50,000 shares or more at 3:30 p.m. the Exchange will publish a “No Imbalance:
message. No MOC orders will be permitted in those pilot stocks that have a “No Imbalance” message
disseminated. While MOC orders previously entered may be cancelled or reduced in size, once such
publication has been made, any MOC orders subsequently entered will be accepted only to trade on the
opposite side of the market in relation to such published imbalance. The liquidation of positions relating to
a strategy involving any stock index futures, stock index options on stock index futures using MOC orders
entered after 3:00 p.m. is not permitted, even if such orders might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:30 p.m. may not reflect the imbalance that exists at the close.

These procedures relate only to the pilot stocks. Regular procedures will apply to all other listed securities.

Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.” Where the
aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they may be
“stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to the close
of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped
stock.”

“G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

804

http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D11%28a%29%281%29%28G%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE90/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D11%28a%29%281%29%28G%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


New York Stock Exchange regulations should be addressed, such as SEC Rules 9a-2, 10a-1, 10b-5, as well
as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Michael Seeley at (212) 656-6531 or Mr.
David Leibowitz at (212) 656-4588.

Robert J. McSweeney

Senior Vice President

                                  

Attachments

                   

Expiration Friday Pilot Stocks - November 17, 1989

ABT                ABBOTT LABORATORIES

AXP                AMERICAN EXPRESS COMPANY

AHP                AMERICAN HOME PRODUCTS CORPORATION

AIG                AMERICAN INTERNATIONAL GROUP INC.

T                  AMERICAN TELEPHONE AND TELEGRAPH

AIT                AMERITECH

AN                 AMOCO CORPORATION

BUD                ANHEUSER BUSCH COMPANIES INC.

ARC                ATLANTIC RICHFIELD COMPANY

BEL                BELL ATLANTIC CORPORATION
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BLS                BELL SOUTH CORPORATION

BA                 BOEING COMPANY

BMY                BRISTOL MYERS COMPANY

CHV                CHEVRON CORPORATION

CCI                CITICORP

KO                 COCA COLA COMPANY

DEC                DIGITAL EQUIPMENT CORP.

DOW                DOW CHEMICAL COMPANY

DD                 DU PONT COMPANY

DNB                DUN AND BRADSTREET CORPORATION

EK                 EASTMAN KODAK COMPANY

LLY                ELI LILLY AND COMPANY

XON                EXXON CORPORATION

F                  FORD MOTOR COMPANY

GE                 GENERAL ELECTRIC COMPANY

GM                 GENERAL MOTORS CORPORATION
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GTE                GTE CORPORATION

HWP                HEWLETT PACKARD COMPANY

IBM                INTERNATIONAL BUSINESS MACHINES CORP.

IP                 INTERNATIONAL PAPER COMPANY

JNJ                JOHNSON AND JOHNSON

MCD                MCDONALDS CORPORATION

MRK                MERCK AND COMPANY INC.

MMM                MINNESOTA MINING AND MANUFACTURING

MOB                MOBIL CORPORATION

NYN                NYNEX CORPORATION

PAC                PACIFIC TELESIS GROUP

PEP                PEPSICO INC.

PFE                PFIZER INC.

MO                 PHILIP MORRIS COS. INC. HOLDING CO.

PG                 PROCTER AND GAMBLE COMPANY

RD                 ROYAL DUTCH PETROLEUM COMPANY
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SLB                SCHLUMBERGER LTD.

S                  SEARS ROEBUCK AND COMPANY

SBC                SOUTHWESTERN BELL CORPORATION

TX                 TEXACO INC.

UN                 UNILEVER N.V. ADRS

USW                U.S. WEST INC.

X                  USX CORPORATION

WMT                WAL MART STORES INC.

DIS                WALT DISNEY COMPANY

WMX                WASTE MANAGEMENT INC.

This list consists of the 50 highest weighted S&P 500 stocks, based on market values as of November 6,
1989, and the 20 Major Market Index stocks.

MEMORANDUM

Date: November 7, 1989

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) Orders

MOC Orders

Q. When can a specialist print “paired-off” market-on-close orders as “stopped stock”?

A. The special “stopped stock” procedure for Market on Close orders is used only 12 times a year on
‘expiration days”, usually the 3rd Friday of each month.

Q. On expiration days, how do you determine the price at which to print the “stopped stock”?
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A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

Q. If there was no MOC imbalance of 50,000 or more shares in a pilot stock at 3 p.m., but due to
MOC order cancellations, an imbalance of 50,000 or more shares exists at 3:30 p.m., should it be
disseminated?

A. Yes. Subsequently, contra side MOC orders may be entered.

Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “Plus” orders.

Example #1 200,000 buy MOC

50,000 sell MOC

50,000 sell plus MOC

25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000 - S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted since it does not offset the imbalance.

Example #2 100,000 sell MOC

50,000 buy MOC

25,000 buy minus MOC

25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000 - B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted since it does not offset the imbalance.

Q. How are buy minus/sell plus Market-on-Close orders handled on Expiration Fridays?

Example: Market 20 1/4- 1/2 - last sale 20 3/8

A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus order would
go behind the 20 1/2 limit sell orders because it would be treated like a limit order. on the other hand, if the
20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus order would go ahead of
the 20 1/2 limit sell orders on the book because it should be treated like a market order. Similarly, a market-
on-close buy minus order would be treated as a limit order if the last sale was on a “plus” or “zero plus”, going
behind any buy orders limited at 20 1/4. If the last sale was on a “minus” or “zero minus” tick, the market-on-
close buy minus order would be treated as a market order and executed ahead of 20 1/4 limit buy orders on
the book.

Q. How do you determine the price at which MOC orders are executed on non-expiration days?

A. Again, the general rule of thumb is imbalance creates price change while a perfect pair-off creates no
change in price.

Non-Expiration Day

Examples:
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Mkt. 24 - 1/8 20,000×30,000

Last Sale 24 1/8-a zero minus tick

Example A: Sell 20,000 MOC; Buy 25,000 MOC

Imbalance Rules - 20,000sells at 24 then 25,000 trades at 24 1/8 - Last 24 1/8+

Example B: Sell 20,000 MOC; Buy 15,000 MOC

Imbalance Rules Again - 15,000 trades 24 1/8 then 20,000 sells at 24 - Last 24 -

Example C: Sell 10,000 MOC; Buy 10,000 MOC

No Imbalance of supply and demand so market should return to price Prior to market-on-close.

So: 10,000 sells at 24 the 10,000 trades at 24 1/8 - Last 24 1/8+

•In all 1/8 point examples it is assumed there is a Public Bid and Public Offer. If it is the Specialist Bid or Offer,
he must yield to the pair-off, since he is Agent for those orders.

Q. What if the quotation spread is 1/4 or more?

A. Ideally, the specialist should offset the imbalance and cross the entire amount inside the existing quote.
Where market conditions or rules do not facilitate such an offset, the “Paired-off” portion could be crossed 1/8
point away from the indicated closing price with the imbalance setting the closing sale.

Non-Expiration Day

Examples:

Mkt. 24 - 1/4 100,000×100,000

Last 24 1/4 - a minus tick

Example A: Sell 20,000 MOC Buy 25,000 MOC (Assume specialist short)

Imbalance sets close - 20,000 sells at 24 1/8 then 5,000 trades at 24 1/4, last 24 1/4+

Example B: Sell 100,000 MOC Buy 55,000 MOC if specialist does not “cross” the entire amount at 24 1/8

Imbalance sets close - 55,000 sells at 24 1/8 then 45,000 trades at 24; last 24 -

Example C: Sell 20,000 MOC Buy 20,000 MOC No imbalance

20,000 sells at 24 1/8; last 24 1/8 -

Q. How will the specialist determine which orders receive which prices?

A. While all MOC orders become effective simultaneously, it would be consistent with NYSE policy to allocate
the most advantageous prices to the orders received earliest.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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November 2, 1989

  

Member Firm Regulation

PLEASE ROUTE TO MARGIN, CASHIER AND COMPLIANCE DEPARTMENTS

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: MANAGING PARTNER/CHIEF EXECUTIVE OFFICERS AND SUBSCRIBERS

SUBJECT: IMPACT OF 1990 HOLIDAYS ON REQUESTS FOR MARGIN EXTENSIONS

Periodically, the Exchange issues special bulletins whenever settlement dates for “regular way” contracts are
to be amended to accommodate a bank holiday that is not an Exchange holiday. The purpose of this bulletin
is to alert member organizations of the effect on Rule 12 (Business Day) that such bank holidays will have
in the areas of: contract settlement dates; ex-dividend or ex-right dates; computation of interest on contracts
in bonds or premiums on loans of securities; rights to mark to market; ability to make reclamations, and the
close out of contracts under Rule 284 (Procedure for Closing Defaulted Contract).

Regulation “T” Requirements

It should be understood that such changes in settlement dates do not affect or alter the time prescribed in
Regulation “T” for payments due from customers. Regardless of the settlement date assigned a “regular way”
contract, all customer security transactions are subject to Regulation “T” (other than exempted securities)
and must be paid for within seven (7) business days after trade date. Any requests for “extensions of time” on
such transactions must be received by the Exchange on the seventh (7) business day after trade date.

As a reminder, the Board of Governors of the Federal Reserve System has interpreted a “business day” for
Regulation “T” purposes to mean any day on which a broker is open for business. Therefore, every day the
Exchange is open for business is a business day.

SEC Requirements

When submitting applications for “extensions of time” under SEC Rule 15c3-3n, the Exchange has
requested that member organizations recognize only Exchange holidays in determining the due date for sale
transactions in cash accounts. Accordingly, all requests should be received by the Exchange on the fifteenth
(15th) business day after trade date. The submission of extensions for sale transactions on the fifteenth (15th)
business day after trade date, rather than the tenth (10th) day after settlement date (as permitted in SEC Rule
l5c3-3m), will allow the Exchange's computerized extension system to properly process extensions of time
and will reduce the number of requests denied for improper dates. In addition, this procedure will eliminate
the confusion created due to bank holidays on which the Exchange is open for business.

Holidays

For your guidance, below is a list of those holidays on which the Exchange will be closed during 1990. Only
those holidays listed are considered by the Exchange as a non-business day. Any holidays not included on
this list are considered business days.
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Holiday                                 Day                           Date

         New Year's Day                          Monday                        January 1

         Washington's Birthday                   Monday                        February
 19

         Good Friday                             Friday                        April 13

         Memorial Day                            Monday                        May 28

         Independence Day (observed)             Wednesday                     July 4

         Labor Day                               Monday                        September
 3

         Thanksgiving Day                        Thursday                      November
 22

         Christmas                               Tuesday                       December
 25

Any questions relative to this circular should be directed to Richard Nowicki (212) 656-7683, Pat Neil (212)
656-5227 or Steve Levine (212) 656-7080.

Raymond J. Hennessy

Vice-President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

812

http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 89-48

Click to open document in a browser

October 27, 1989

  

Market Surveillance

 TO: Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Required Floor Stationery Formats

Members are reminded that the Exchange is committed to a complete and accurate audit trail. In that regard,
members and member organizations must insure that executing broker badge numbers, contra broker badge
numbers and execution times are reported and are accurate.

To aid in the accurate capturing and processing of audit trail data, the Exchange has determined to
standardize Floor stationery (attached) and will be filing the requirement for standard formats as a rule with
the SEC. No new Floor stationery should be ordered that does not conform with the required formats.

Market Surveillance will continue its surveillance and analysis of audit trail data submitted by clearing firms
and by year-end will focus specifically on individual Floor members.

If you have any questions, please contact Mr. Michael Seeley on 656-6531 or Mr. David Leibowitz on
656-4588.

Robert J. McSweeney

Senior Vice President

Attachments

Revised Floor Stationery Formats

Commission House Orders

•Order formats are being revised to allow for an executing broker box (with a pre-printed badge number if you
desire) in the lower left-hand corner. If the executing broker is someone other than the broker who's order
form is being used (e.g. the specialist) a space is provided for that number, which overrides the printed badge
number on the order.

•Send To, Bill and Branch boxes are being required.

Machine orders

•An executing broker badge box has been added to the lower left-hand side of the machine order.

Commission House Reports

•As with the order format, reports must have the required executing broker badge box as illustrated.

•Multiple trade executions can now be entered on a report.

•Fields for Send To, Bill, and Branch are being required.

Independent Broker Orders
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•Order formats are being revised to allow for an executing broker box (with a pre-printed badge number if you
desire) in the lower left-hand corner. If the executing broker is someone other than the broker who's order
form is being used (e.g. the specialist) a space is provided for that number, which overrides the printed badge
number on the order.

•Send To, Give-up and Bill boxes are being required on the bottom of the order.

Independent Broker Reports

•As with the order format, reports must have the required executing broker badge box as illustrated.

•Multiple trade executions can now be entered on a report.

•Fields for Send To and Bill are being required. A Branch box is optional.

Specialist Reports/Cancel Forms/Confirms

•An executing broker badge box is being required on the lower left-hand side, with the pre-printing of an “X”
to denote that the specialist executed this order. A field has also been provided to allow for the specialist to
enter his badge number, thus overriding the “X”.

•The pre-printing of stock symbols is optional.

FORM NOT REPRODUCED!!!!!

Copyright 2019, NYSE Group, Inc. All rights reserved.
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October 24, 1989

  

Member Firm Regulation

PLEASE ROUTE TO MARGIN, CASHIERING, COMPLIANCE, INTERNATIONAL AND STOCK LOAN DEPARTMENTS

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: MANAGING PARTNER/CHIEF EXECUTIVE OFFICER AND SUBSCRIBERS

SUBJECT: FEDERAL RESERVE BOARD'S REGULATION T AMENDMENTS TO ACCOMMODATE
FOREIGN SECURITIES TRANSACTIONS

On September 29, 1989, the Board of Governors of the Federal Reserve System (FRB) proposed
amendments to Regulation T to permit the extension of credit by broker dealers for transactions in certain
foreign equity and corporate debt securities.

The Exchange encourages you to comment on this proposal directly to the Federal Reserve Board before the
November 30, 1989 deadline. Copies of the proposed amendments (see Release R.0675) may be obtained
from any Federal Reserve Bank or by telephoning the Federal Reserve Board staff at (202)452-2781.

The proposed amendments would:

•Allow “world-class securities” (e.g. foreign equity and convertible corporate debt securities meeting specific
criteria) to be margin eligible on the same basis as U.S. securities (currently 50%).

•Permit foreign corporate debt securities that meet specific criteria to be classified as “OTC margin bonds”
eligible for “good faith” margin.

•Permit debt denominated in foreign currencies to be financed by foreign securities denominated in the same
currency.

•Provide that payment for purchases of eligible foreign securities in a cash account may be made in
accordance with the time parameters of the market/country where the trade occurs.

•Allow broker-dealers to arrange credit for customers with a foreign lender to purchase non-U.S. securities.

Due to the significance of these proposals and the competitive impact they may have on members and
member organizations, the Exchange encourages you to study the proposal and communicate your
comments to the FRB. We would appreciate your furnishing us with a copy of any comments you submit to
the Federal Reserve Board.

Inquiries regarding this matter should be directed to Richard Nowicki (212) 656-7683 or Steven Levine (212)
656-7080. Copies of comment letters should be directed to Credit Regulation, New York Stock Exchange,
Inc., 22nd floor, 20 Broad Street, New York, New York 10005.

Raymond J. Hennessy

Vice-President
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October 23, 1989

  

Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF EXECUTIVE, FINANCIAL AND OPERATIONS OFFICERS/PARTNERS AND
COMPLIANCE DEPARTMENT

SUBJECT: PROPOSED AMENDMENTS TO SEC RULE 15c3-1. THE NET CAPITAL RULE

The SEC issued for comment a proposal to amend its net capital rule. A copy of Release No. 34-27249,
dated September 15, 1989 is attached for your review.

The amendments, if adopted as proposed, would raise the minimum dollar net capital requirement to:

•$250,000 for firms that carry, clear and hold customer funds and securities under the basic and alternative
methods of computation.

The SEC is concerned that such broker-dealers have access to several million dollars of fully-paid customer
securities and the minimum $25,000 financial commitment does not appear commensurate with the resulting
risk to SIPC or the investment community.

•$100,000 for firms that trade for their own account.

The SEC states that a trading firms' business involves substantial risk. While these firms do not deal directly
with customers, they do expose other broker-dealers, clearing entities, and other creditors to substantial risk.

•$100,000 for firms that clear customer transactions but are exempt from Rule 15c3-3 by virtue of paragraph
(k)(2)(i).

The SEC believes that capital requirements should be based largely on the risks created by firms in their
securities activities, hence less risk for those that carry customer accounts but do not hold their funds or
securities.

•$50,000 or $100,000 for introducing firms who either occasionally or routinely receive customer funds or
securities which are promptly forwarded to the carrying broker-dealer. The minimum capital requirement could
be as much as $250,000 for introducers who do not promptly forward customer funds and securities.

The SEC believes that introducing firms create risks for investors, clearing firms and other firms with which
they deal and that there is ample justification for an increase in their minimum capital requirements. In
addition, increased minimums are also risk-justified because many introducing firms do in fact handle
customer funds and securities and there is SIPC exposure from their activities.

It is proposed that increases in the minimum requirements be staggered over a period of four years, with
increases of 25% each year starting January 1, 1991. In addition:

•Only broker-dealers who carry customer accounts and holds customer funds or securities may elect the
alternative method of net capital computation; and

•Broker-dealers who have net capital of less than $100,000 would be subject to a haircut of 30% on the
market value of the greater of the long or short equity position. Otherwise the haircuts are standardized under
the basic (AI) and alternative computation method, i.e., 15% of the market value of the greater of the long or
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short positions with an additional 15% on the market value of the lesser position to the extent it exceeds 25%
of the greater position.

Numerous other changes are proposed which will require detailed study to determine the impact on all
classes of broker-dealers. To assist in this activity find attached:

1) A summary of the minimum capital requirements under the current and proposed rule, Exhibit A;

2) A summary of other changes under the proposal, Exhibit B, and

3) A summary of comments, or answers to specific questions, solicited by the SEC, Exhibit C.

Member and member organizations should, by December 18, 1989, file comments -

     In triplicate with:                         In single copy with:

     Mr. Jonathan G. Katz, Secretary             Mr. Maurice Minen, Managing Director

     Securities and Exchange Commission          New York Stock Exchange, Inc.

     450 Fifth Street, N.W.                      20 Broad Street, 22nd Floor

     Washington, D.C. 20549                      New York, NY 10005.

Reference File No.: S7-28-89

Questions regarding this memorandum may be directed to Aubrey J. Womack at (212) 656-5427 or Manuel
Brodsky at (212) 656-6924.

Raymond J. Hennessy

Vice-President

RETAIN ALL INTERPRETATION/INFORMATION MEMOS FOR FUTURE REFERENCE

Exhibit A

                     

MINIMUM DOLLAR CAPITAL REQUIREMENT

           Present Rule                                                Proposed Rule

Business Characteristics         Applicable           Minimum          Applicable        
      Minimum                 Yearly

                                 Paragraph           Requirement       Paragraph         
     Requirement            Increment
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Carries customer or B-D

accounts and holds

funds or securities for

those persons

Basic (AI) method                (a)(1)              $ 25,000          (a)(2)(i)         
     $250,000               $56,250

Alternative method               (f)                 100,000           (a)(2)(i)         
     250,000                37,500

Carry customer                   (a)(1)              25,000            (a)(2)(ii)        
     100,000                18,750

accounts but do not

generally hold customer

funds or securities

Exempt from 

Rule 
15c3-3 under

paragraph(k)(2)

(i)

Dealers,
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underwriters and

arbitrageurs                     (a)(1)              25,000            (a)(2)(iii)       
     100,000                18,750

Execute more than 10

trades per year in own

investment account\1/            (a)(1)              25,000            (a)(2)(iii)       
     100,000\1/             18,750

Market makers\1/                 (a)(1)              25,000            (a)(2)(iii)       
     100,000\1/             18,750

Endorsers of OTC

Options                          (a)(5)              50,000            (a)(2)(iii)       
     100,000                12,500

Introduce

customers

accounts and routinely

receive funds or

securities

Promptly forwards                (a)(1)              25,000            (a)(2)(iv)        
     100,000\1/             18,750
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funds or securities to

carrying broker

Do not promptly                  (a)(1)              25,000            (a)(2)(v)         
     250,000                56,250

forward customer funds

and securities to

carrying B/D

Introduce customer

accounts but do not

routinely receive funds

or securities

Exempt from 

Rule                 (a)(2)              5,000             (a)(2)(vi)            
 50,000\1/              11,250 
15c3-3- paragraph

(k)(2)(ii), effects 10 or

fewer trades per year in

own investment account
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through another B-D,

and otherwise limits

activity as provided

Engaged solely in                (a)(3)              2,500             (a)(2)(vii)       
     25,000                 5,625

mutual fund sales and

limits other activity as

provided.

Do not handle any

customer funds or                (a)(3)              2,500             (a)(2)(ix)        
     5,000

securities and do not

direct wire orders to

firm\2/

Introduce customer cash          (a)(2)              $5,000            (a)(2)(ix)        
     $5,000\1/

accounts and never

receive customer funds
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or securities,effects 10

or fewer trades per year

in own account with or

through another B-D.\3/

                                                                       Proposed for
 Comment

Broker-dealers who               (a)(2)              5,000             -                 
     5,000

limit their activities to

that of the immediately

preceding category

may, under proposals

for comment also:

Participate in                   (a)(2)              5,000             -                 
     5,000

underwritings on a “best

efforts” basis, primarily

sales of direct
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participation programs

in real estate

syndications;\2/

Earn percentage fees for         (a)(2)              5,000             -                 
     5,000

identifying potential

merger or acquisitions

on behalf of clients;\2/

Be a mutual fund                 (a)(3)              2,500             -                 
     5,000

dealer, and\2/

Be a floor broker\2/             (a)(2)              5,000             -                 
     5,000

Trade solely for their

own accounts and must

operate under the basic

(AI) method\4/

Basic (AI) Method                (a)(1)              25,000                              
     100,000
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Alternative Method               (f)                 100,000           -                 
     Not available

\1/ This treatment, while it may not be clear or appear to conflict with the text of the
 proposal, has

been verbally confirmed by the SEC staff.

\2/ See commentary, page 40401

\3/ See commentary, page 40400

\4/ See commentary, page 40400

Broker-dealers in a high net capital category may engage in any or all of the activities permitted at a lower

minimum dollar net capital requirement. 1 

Exhibit B

            

SUMMARY OF OTHER AMENDMENTS PROPOSED

                                                             

Reference

•  Alternative Method - Only B-Ds who carries

   customeraccounts and holds customer funds or securities

   may elect the alternative method of net capital

   computation.(a)(1)(ii)
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•  Introducing B-Ds Who Do Not Routinely Receive Funds                         (a)(2)(vi)
(A)

   or Securities - Would be allowed to participate in firm

   commitment underwritings as long as they are only the

   selling dealer and not the statutory underwriter.

•  Over-the-Counter Market Makers - Increase the present                       (a)(4)

   ceiling of $100,000 net capital required to $1,000,000 and

   increase the requirement for each security priced at $5 or

   less per share from $500 to $1,000.

•  Aggregate Indebtedness - 85% of amounts payable would                       (c)(1)
(xiv)&(xv)

   be excluded from AI regarding 1) mutual funds payable

   offset by fails to deliver and 2) stock loans payable offset

   by stock borrow receivable.

•  Government Securities Haircuts - Applies to a security                      (c)(2)(vi)
(A)(1)

   consisting of principal 

and interest issued or
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   guaranteed, etc., rather than as in the present rule … a

   security issued or guaranteed as to principal or interest, etc.

•  Zero Coupon and Stripped Securities - Zero-Coupon                           (c)(2)(vi)
(A)(1)

   securities, other than those issued by the Treasury, would

   be subject to the 15% haircut proposed for equity

   securities.

•  Municipal Securities Haircuts and Nonconvertible Debt                       (c)(2)(vi)
(B)(2)

   Securities Haircuts - Applies to a security consisting of                   (c)(2)(vi)
(F)(1)

   principal and interest not traded flat or in default, etc.,

   rather than as in the present rule … a security not traded

   flat or in default as to principal or interest, etc.

•  Equity Securities Haircuts - Standardization of haircuts

   and concentration charge under the basic (AI) and

   alternative methods. However, when net capital is less than

   $100,000 a 30% haircut shall apply.(c)(2)(vi)(J)&(M)
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•  Open Contractual Commitments - B-Ds that maintains in                       (c)(2)
(viii)

   excess of $250,000 of net capital need not deduct from net

   worth any amount computed for open contractual

   commitments that is less than $150,000.

•  B-Ds Who Trade Solely for Their Own Accounts - May

   not compute net capital under the alternative method.

   commentary, page 40400

•  Technical Amendments - Those technical changes

   necessary to effect the amendment.

Exhibit C

COMMENTS OR ANSWERS TO QUESTIONS REQUESTED ON SEC PROPOSAL

•Should the minimum net capital requirements be regularly adjusted to take into account the effect of
inflation? (See page 40396 -/15)

Should they be automatically adjusted or indexed to the rate of inflation in the future?

Commentators favoring indexing should indicate what measure the SEC should use and how often!

•Comment on proposed $100,000 minimum capital requirement for firms exempt under (k)(2)(i) of Rule
15c3-3. (See page 40398)

•Comment on the proposed classes of introducing firms and the minimum levels associated with each class;
(See page 40400)

Comment on the practices of firms that clear introduced accounts for setting financial responsibility standards
for introducing firms, and

Effectiveness of standard setting by the industry and whether higher minimum capital requirements are
necessary.

•Comment on the two separate amendments regarding Over-the-Counter Market Makers. (See page 40400)
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•Comment on the proposed increase in minimum net capital requirements for B-Ds that limit their activities to
a mutual fund business from $2,500 to $5,000, or to $25,000 if money is received from customers. (See page
40400).

•Comment on $100,000 minimum net capital requirement and the elimination of access to alternative method
of computation for B-Ds who trade solely for their accounts. (See page 40401)

•Comment as to whether it is appropriate for best efforts underwriting firms, primarily sales of direct
participation programs in real estate syndications, to remain in the $5,000 net capital requirement category.
(See page 40401)

•Comment as to whether the phase-in period of higher net capital requirements is appropriate as to: (See
page 40401)

Proposed timing and method, and

Length of the time period to achieve the maximum degree of customer and systemic protection.

•Comment on alternative methods that might be used to establish minimum net capital requirements, and
specifically if a minimum absolute dollar amount requirement could be based on quantifiable measures of risk.
(See page 40401 & 40402)

•The SEC is concerned that the relatively small financial commitment, i.e., $25,000 for B-Ds that have access
to several million dollars of fully-paid customer securities, is not commensurate with resulting risk to SIPC or
the investment community. Comment as to whether this concern is best addressed: (See page 40402)

By a larger minimum dollar requirement for B-Ds that carry customer accounts or;

By requiring B-Ds that carry customer accounts to regularly determine the dollar amount of customer fully
paid securities they have in their possession and take a net capital charge against these amounts, or

By some combination of the above.

Would it be appropriate to have a smaller minimum dollar requirement (for example $100,000) for carrying
firms that take a capital charge against customer fully-paid securities they hold, and a larger minimum dollar
requirement (for example ($250,000) for firms that chose not to take such a charge?

•Comment on the capital costs imposed by the proposed amendments. Since a precise estimate is difficult,
a rough estimate can be made based on a relative cost of capital method as discussed in the proposal. (See
page 40402)

•The SEC preliminarily does not believe that the increased capital costs will have the effect of barring entry
to the business or in developing a brokerage firm. Comment as to the amount of net capital in excess of the
early warning levels (see SEC Rule 17a-11) that would be normally maintained as a business matter. (See
page 40402)

•Provide information as to: (See page 40402)

Likely sources of additional capital;

The cost of those funds; and

The return on the investment they would likely obtain.

•Will a B-D change its operations so that it can operate under one of the lower minimum net capital
categories? (See page 40402)

Provide information regarding lines of business and related revenues. Indicate if there is a need for additional
classes of B-Ds to be created to accommodate the needs of smaller B-Ds.

•Smaller B-Ds that currently elect to carry customer accounts rather than take advantage of the lower
introducing firm capital requirement should comment as to the reasons for remaining as a carrying firm and
how their business would be affected if they were to switch to introducing status. (See page 40402)

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

828

http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE17a-11/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


What would be the effect on revenues and expenses if a switch was made to a lower capital requirement
category (such as not handling in any way customer funds and securities)?

•Those B-Ds that may not be able to raise additional funds should comment on whether the alternatives
proposed by the SEC with respect to maintaining low levels of minimum net capital: (See page 40403)

Are flexible enough to permit the continuation of a B-D business, even if that means they will have to forego
handling funds and securities?

Will cause the firm to cease doing business as a B-D? If so, what factors are important in making that
decision?

•The SEC indicates that the distinctions in the haircuts between the alternative and basic-methods, given the
proposed raising of the minimum requirements, do not seem appropriate. Comment on particular methods for
determining haircuts on equity securities. (See page 40403)

Is the use of historical price volatility data, such as the SEC has used in the past for developing haircuts for
debt securities, an appropriate method for determining haircuts on equity securities?

•Comment is solicited on the appropriate haircut for zero-coupon treasury as well as other stripped
instruments. (See page 40403)

Proposed Rules

Federal Register

Vol. 54 No. 189

Monday, October 2, 1989

This section of the FEDERAL REGISTER contains notices to the public of proposed issuance of rules and
regulations. The purpose of these notices is to give interested persons an opportunity to participate in the rule
making prior to the adoption of the final rules.

SECURITIES AND EXCHANGE COMMISSION

17 CFR Part 240

[Release No. 34-27249; File No. S7-28-89]

RIN 3235-AD79

Net Capital Rule

AGENCY: Securities and Exchange Commission.

ACTION: Proposed rule amendments.

SUMMARY: The Securities and Exchange Commission proposes to amend its net capital rule under the
Securities Exchange Act. The proposal would raise the absolute minimum net capital required of certain
registered broker-dealers. Broker-dealers that hold customer funds or securities would be required to
maintain at least $250,000 in net capital. Those firms that clear customer transactions but do not hold
customer funds or securities would need to maintain at least $100,000. Broker-dealers that introduce
customer accounts would be required to maintain $50,000 or $100,000, depending on whether they
occasionally or routinely receive customer funds and securities. In addition, market makers would be required
to maintain greater net capital in proportion to the number of securities in which they make markets. The
minimum net capital requirement of certain mutual funds brokers and dealers would also be increased to
$25,000. A residual $5,000 minimum requirement would apply to those broker-dealers who do not receive
customer funds or securities. This latter class also would include so-called direct participation firms. The
raising of minimum capital levels for firms would be implemented over a period of four years. Additionally,
deductions for equity securities positions (“haircuts”) would be standardized under the proposal. Finally, some
changes would be made to the computation of aggregate indebtedness.
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DATE: Comments must be received on or before December 18, 1989.

ADDRESSES: Persons wishing to submit written comments should file three copies thereof with Jonathan
G. Katz, Secretary, Securities and Exchange Commission, 450 Fifth Street, NW., Washington, DC 20549.
Reference should be made to File No. S7-28-89. Copies of the submission and of all written comments
will be available for public inspection at the Commission's Public Reference Room, 450 Fifth Street, NW.,
Washington DC 20549.

FOR FURTHER INFORMATION CONTACT: Michael A. Macchiaroli, (202) 272-2904, Michael P. Jamroz,
(202) 272-2372, or David I. A. Abramovitz (202) 272-2398, Division of Market Regulation, 450 Fifth Street,
NW., Washington, DC 20549.

SUPPLEMENTAL INFORMATION:

I. Introduction

The primary purpose of the net capital rule (Securities Exchange Act Rule 1,5c3-1; 17 CFR 240.15c3-1) is to
protect customers and creditors of registered broker-dealers from monetary losses and delays that can occur
when a registered broker-dealer fails. The rule requires registered broker-dealers to maintain sufficient liquid
assets to enable firms that fall below the minimum net capital requirements to liquidate in an orderly fashion
without the need for a format proceeding. In doing so, the rule enhances investor confidence in the financial
integrity of securities firms. Similarly, the rule promotes transactions between broker-dealers, lenders, and
creditors, on one hand, and the counterparty broker-dealers on the other, because those entities are more
likely to consider a broker-dealer credit-worthy if it must comply with a liquidity-based capital adequacy
standard. Presently, the net capital rule generally requires a registered broker-dealer's net capital to exceed
the greater of $25,000 or 6 2/3 percent of its aggregate indebtedness (“aggregate indebtedness method”

or “basic method”) if the broker-dealer does not elect the alternative method. 1   If it elects the alternative
method under paragraph (f), the broker-dealer's net capital must exceed the greater of $100,000 or 2 percent
of its aggregate debit items as computed in accordance with the Formula for Determination of Reserve

Requirement for Brokers and Dealers contained in Securities Exchange Act Rule 15c3-3. 2 

If the broker-dealer does not carry customer accounts and limits its business to certain specified activities, it
need maintain only $5,000, rather than the $25,000 which would otherwise be required under the aggregate

indebtedness method. 3   If the broker-dealer makes markets in securities, it must maintain the greater of its
requirement under the aggregate indebtedness method or $2,500 for each security priced over $5 in which

it makes a market plus $500 for each security priced at $5 or less in which it makes a market. 4   Unless
required to do so because of the level of its aggregate indebtedness, regardless of how many securities
in which it makes a market a market maker is not currently required to maintain net capital greater than
$100,000 to support its market making activities.

If the broker-dealer elects the alternative method as opposed to the basic method as noted above, its
minimum net capital will be $100,000 rather than $25,000, but it will generally incur smaller haircuts on the
market value of its equity securities positions than those broker-dealers that elect the aggregate indebtedness

method. 5 

II. Minimum Net Capital

While the idea of a net capital standard dates back to at least 1934, federal requirements as to a minimum
amount of net capital were first introduced in 1965. In that year, principally in response to the Report of the

Special Study of Securities Markets (“Special Study”), 6   the Commission's net capital rule was amended to

require firms to maintain certain minimum capital amounts.” 7 
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The Special Study recommended minimum capital requirements as an essential qualification for broker-
dealers entering the securities business. It based its recommendation on several factors: First, the handling
customer funds and securities should have sufficient capital so that they are not dependent upon customer
assets to make up the principal working capital of the firm. Second, firms should have adequate capital,
resources, and equipment so that the securities markets function smoothly and efficiency and market
participants have the resulting confidence to carry out business responsibly. Finally, if the liability of a broker-
dealer to its customers from violations of state and federal law is to be a deterrent to improper conduct, a firm
should be required to maintain a reasonable financial stake in its business. The Commission is mindful of
the argument that increased minimum capital requirements restrict free entry to the broker-dealer business.
However, while capital barriers were not initially imposed after the enactment of the Securities Exchange
Act, both Congress and the Commission later recognized the need to restrict under-capitalized firm from
entry into the securities business. In the 1971 Committee Staff Study for a Special Subcommittee of the
House Committee on Interstate and Foreign Commerce, Congress suggested that attention be directed to
the need to increase the minimum net capital requirements of broker-dealers, “particularly those just entering

the securities industry.” 8   In 1971, the Commission issued its Study of Unsafe and Unsound Practices

(“Practices Study”) 9   in response to the paperwork crisis of the late 1960's, in which many firms experienced
debilitating back-office failures due to the then heavy volume of securities transactions. In the Practices
Study, the Commission specifically addressed the issue of ease of entry. Appendix F to the Practices Study
contained a description of actions taken by the Commission against certain broker-dealers. In that Appendix,
the Commission noted that the principals of many of those firms, which were able to remain in business for
periods ranging from only eight months to three years and eight months, had little or no background in the
securities industry. The previous activities of some included such unlikely fields as advertising, insurance,

automobile financing, personnel relations, engineering, and selling soft drinks. 10 

The Commission was concerned then, as it is today, that undercapitalized new entrants to the business would
cause harm to customers and potentially be a financial drain on the insurance-type fund maintained by the
Securities Investor Protection Corporation (“SIPC”). SIPC through the Commission. may draw up to $1 billion

on the U.S. Treasury. 11   The Practices Study concluded that:

[t]o permit unprepared, irresponsible parties to enter the broker-dealer business without the restraining
influence of adequate entry standards would be tantamount to the subsidization of incompetent and

irresponsible individuals by SIPC and the United States Treasury. 12 

In response, the Commission adopted the current $25,000 net capital minimum requirement for broker-

dealers transacting a general securities business. 13   The absolute minimum capital requirements of $5,000,
$25,000 and $100,000 have remained since the Uniform Net Capital Rule was adopted over fourteen years

ago. 14   Both the relative value of the dollar and the nature of the securities industry have changed markedly
since that time. Indeed, the dollar is now worth less than 50 percent of its 1976 value, making these minimum

requirements less than half of what they were in absolute terms. 15   The complexity of markets and the
activities that broker-dealers are engaged in also have dramatically increased in the last decade. Proprietary
trading by both institutions and by the broker-dealers themselves has greatly expanded. The penny stock
markets have become much more active.

Broker-dealers have also expanded the variety of their activities. The last fifteen years have seen firms
engaging in not only a greater volume of transactions but in transactions involving more complex products,
such as interest rate swaps, foreign currencies, mortgages, mortgage-backed securities, and over-the-
counter (“OTC”) options. The holdings of customer funds and securities also have increased greatly over the
years; the Commission estimates that this figure has risen perhaps as much as ten-fold since the early 1970s.
Finally, while the Commission notes that on a statistical basis price volatility has been relatively low in the
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last year, during the period from October 1988 through April 1989 there were 73 separate days in which the
Standard and Poor's 500 Stock index experienced intra-day price movements of more than two percent

The business of buying and selling securities, moreover, is one in which success, both to the firms and to
the investing public, is strongly dependent upon confidence, continuity, and commitment. The Commission is
concerned over the potential effects of broker-dealer firm failures on their counterparties, clearing agencies,
and the financial system in general. Give the increasingly large customer and proprietary positions maintained
by even relatively small broker-dealers, the potential exists for a single firm failure to trigger substantial
exposure to a number of broker-dealers and banks. The risks of such a chain reaction underline the
importance of minimum capital requirements set at levels which may substantially reduce the likelihood of
such failures.

Thus, increasing the minimum capital requirements would ensure that those who do wish to establish
a broker-dealer entity do so with that amount of capital necessary to maintain adequately a solvent
venture. The increased minimum capital requirement would encourage potential entrants to exhibit a
serious commitment to a business whose customer and capital nature demands such a commitment. Most
importantly, as discussed earlier, raising minimum capital requirements would protect the investing public and
the SIPC fund by requiring a greater pool of liquid assets from which customer claims may be satisfied.

The Commission's most serious concern is with the current amount of capital required of clearing firms. As
discussed more fully below, firms with capital of only $25,000 can clear for a number of other securities firms
and can hold customer funds and securities amounting to millions of dollars. When such firms experience
financial difficulty, there are significant costs imposed on customers and on regulators (which ultimately are
done by the securities industry or by taxpayers) even if the firms do not ultimately have to be liquidated under
SIPA. Customers can be frozen in their positions for weeks or months and administrative costs to monitor
troubled firms and/or to administer liquidations can be high. The Commission believes that the potential costs
to investors, to the SIPC fund, and to the self-regulatory organizations, in the event firms self-liquidate with a
very limited cash cushion are inappropriately high when weighed against the potential costs to broker-dealers
of increased minimum net capital requirements.

Furthermore, the Commission's proposal to raise the minimum capital requirements of broker-dealers
has drawn preliminary support from some of the self-regulatory organizations responsible for monitoring
the activities of those firms and from one industry association. The National Association of Securities
Dealers' (“NASD's”) Capital and Margin Committee and the NASD's Advisory Council have expressed their

belief that adopting higher minimum capital standards is a matter of some urgency. 16   Furthermore, both the

Securities Industry Association (“SIA”) 17   and the New York Stock Exchange (“NYSE”) 18   had previously
endorsed the reconsideration and the increasing of the minimum net capital requirements.

A. Clearing Firms - For purposes of Rule 15c3-1, a clearing firm is a broker-dealer that takes orders from
customers, processes their trades and maintains custody of customer funds and securities. Clearing firms
are frequently engaged in other lines of business such as securities lending, proprietary trading, and futures
trading. A firm may also process trades and maintain custody of funds and securities of investors who give
their orders to introducing firms. The clearing firm's duties, as outlined in the clearing agreement, include the
proper disposition of the customer monies and securities after trade date, the holding of customer securities
and funds as appropriate, and the handling of the paperwork associated with carrying customer accounts.
These services involve such high fixed costs that, if they were incurred by the typical introducing firm, it would
be prohibitively expensive for such a firm to enter the securities business. Such costs include the computer
costs necessary to generate various customer statements and account records, as well as the personnel
costs of maintaining back-office operations such as cashiering and margin departments. For its services, the
clearing firm usually charges the introducing broker-dealer a fee based on a percentage of the retail securities
commission revenue received by the introducing firm.

If a broker-dealer carrying customer funds and securities fails, there is potential for significant harm to be
suffered by its customers. Furthermore, the risks that clearing firms, particularly those with small amounts
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of capital, pose to customer accounts can be greatly exacerbated by the fact that there are no limits on the
amount of customer funds and securities that can be held.

SIPC's experience with liquidations demonstrates this latter point. In many cases, the SIPC trustee has had to

use SIPC advances 19   at least in part to pay off customers' claims of securities and cash in amounts many
times in excess of the firm's required net capital. For example, in one case, in which the firm's required net
capital before it failed was only $119,000, the SIPC trustee paid out to customers from SIPC advances over
$6,000,000 and from the debtor's estate over $25,000,000 in customer funds and securities. In another case,
in which the firm's required net capital was less than $120,000, the SIPC trustee paid out to customers almost
$14,000,000 in cash and securities; more than half this amount was paid out of SIPC advances.

These SIPC liquidations reflect common risk exposures of many operating clearing firms. At the request
of the Commission staff, the NASD randomly sampled NASD clearing firms having capital of less than
$130,000. Of the 84 firms in this sample, 21 were found to be holding more than $1 million in securities.
The Commission believes that SIPC liquidation experience and the random sampling demonstrate that a
significant percentage of broker-dealers that clear and carry funds and securities and that do not maintain
significant excess net capital control substantial customer assets that are potentially at risk.

In order to evaluate the risks entailed in maintaining those low minimum capital requirements, the
Commission also has evaluated instances of liquidations which did not require intervention by SIPC. While

there were only eight SIPC liquidations in 1987 and 1988, 20   there were more than twice as many self-
liquidations under the auspices of the NASD Washington headquarters staff. In 1987 and 1988, there were
18 such self-liquidations in which the NASD oversaw the distribution of over $250,000,000 in customer
property involving relatively undercapitalized firms. These cases provide examples of potential exposure to
the SIPC fund. Of the many cases of firm self-liquidation that the NASD has had to supervise because of lack
of substantial net capital, two are particularly noteworthy. One firm held $70 million of customer securities,
although it had only $61,000 of net capital. The other firm held $8 million of customer securities and only
$42,000 of net capital. Fortunately, because the NASD was aware of the problems suffered by the above
firms before they failed, the NASD was able to have the firms move customer accounts to other clearing firms
and thereby avoid SIPC liquidations.

When the NASD monitors a firm self-liquidation, it commits from two to 25 of its staff personnel to the process
of supervising the firm. In addition to the NASD personnel, employees of the firm being liquidated are retained
in order to do the work associated with transferring the accounts. Those employees, along with the costs
associated with maintaining the premises, and transferring and shipping securities, must be paid from
whatever capital remains in the broker-dealer. Self-liquidations may take from three weeks to several months,
depending on the condition of the records of the broker-dealer and whether the NASD is readily able to locate
other broker-dealers willing to take the customer accounts.

Self-liquidation costs to the self-regulatory authorities are difficult to measure since most of the incremental
expenses other than employees' compensation time is mainly for per diem expenses of employees on travel
status and for telecommunication expenses. On average, however, the NASD has advised the Commission
staff that even the smallest liquidation requires two to three NASD employees on premises for a minimum of
two weeks. The largest recent liquidation required a staff of about 25 NASD employees for about 10 weeks
on premises, with fewer people thereafter. The recorded average cost for the NASD including salaries is
about $2,000 per week per employee.

Beyond administrative costs, customers are usually unable to access their accounts when their broker-dealer
is placed in a SIPC liquidation or a self-liquidation. Although every attempt is made to transfer accounts
to a solvent broker as rapidly as possible, that goal is not always achievable, either because of the type
of accounts, the poor condition of the broker-dealer's records, or the lack of adequate margin in customer
accounts.
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While requiring additional amounts of net capital to be maintained will not prevent firms from failing or
otherwise leaving the securities business, the additional capital provides a fund from which the expenses
associated with the liquidation can be paid. If that fund is not adequate, either the NASD or SIPC must fund
the administration of the liquidation. If the remaining capital in the firm is low and the NASD supervises the
liquidation, the NASD will not have the means to pay the employees of the broker-dealer to perform the
clerical tasks associated with the distribution of property to customers. Accordingly, the NASD would have
to use its own employees to perform these tasks and would incur substantial additional expenses. If the
amount of remaining capital is small and the amount of customer property to be distributed is very large. SIPC
would likely have to administer the liquidation. The initiation of a SIPC proceeding would result in increased
administrative expenses.

More importantly, customers are adversely impacted from a SIPC liquidation because their funds and
securities remain frozen until their property can be transferred to another broker-dealer or returned to them.
Finally, to the extent their claims exceed their pro rata share of customer property, customers must rely
on SIPC advances. Section 4 of SIPA limits SIPC advances to satisfy the claims of each customer up to a
maximum of $500,000 for cash and securities, with a limit of $100,000 for cash claims.

Failures of clearing firms also present risk to the system as a whole by putting a financial strain on clearing
agencies. Clearing agencies or corporations act as the central location for matching security transactions
of members. This facilitates determination of minimum quantities of particular securities to be received or
delivered. Generally, the clearing corporation nets each broker-dealer's settling purchases and sales in each
security to arrive at a daily net settlement obligation for each broker-dealer. Broker-dealers then settle those
net obligations with the cleaning corporation. The clearing corporation guarantees the settlement obligations
of each broker-dealer's counter trading party.

Losses to clearing firms from market disruptions such as the October market break can have the serious
effect of causing losses to the related clearing corporations. While a single clearing firm failure probably
would not put the entire system at risk, a combination of such failures could conceivably bring down a clearing
system. If a clearing agency itself were to fail, the risk of a precipitous disaster to other financial service
entities would be enormous.

Based on these observations, the Commission preliminarily has concluded that broker-dealers who are
responsible for customer funds and securities impose substantial actual and potential risks on customers,
other broker-dealers and the financial system and therefore should have a required minimum net capital
higher than other classes of broker-dealers covered under the Rule. The amount of capital these customer
firms maintain demonstrates their level of commitment to the business. Accordingly, the Commission believes
that the minimum level of net capital for this class of broker-dealers should be raised to $250,000.

Because of the increased assurance of stability which would be provided by the proposed minimum capital
level, the Commission proposes that the haircut associated with positions in firm commitment underwritings,

or the contractual commitment haircut, be relaxed for a portion of a firm's increased capital requirement. 21  
The proposed amendment would not require a broker-dealer who meets the $250,000 minimum to apply the
contractual commitment haircut charge in certain circumstances in which that haircut would be $150,000 or
less.

In addition, because the Commission believes that capital requirements should be based largely on the risks
created by firms in their securities activities, the Commission believes that it is appropriate to distinguish
between those firms that hold funds and securities for other persons and those that do not hold funds or
securities yet carry customer accounts. Because firms that do not hold funds and securities impose a lower
level of risk, the Commission believes that lower minimum requirements for such firms are justified. The
Commission therefore proposes for comment a minimum capital requirement of $100.000 for firms that
are exempt from Rule 15c3-3 by virtue of paragraph (k)(2)(i). Firms that fall within the paragraph (k)(2)(i)
exemption must effectuate all customer securities transactions through a Special Bank Account for the
Exclusive Benefit of Customers. Such broker-dealers cannot carry margin accounts, must promptly forward
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all customer funds and deliver all securities received in connection with their activities as broker-dealers and
cannot otherwise hold for, or owe money or securities to, customers.

B. Introducing Firms - An introducing broker-dealer is one that has a contractual arrangement with another
firm, the carrying or clearing firm, in which the carrying firm agrees to perform certain services for the
introducing firm. Generally, the introducing firm submits its customer accounts and customer orders to the
carrying firm, which executes the orders and carries the accounts. The carrying firm's duties include the
proper disposition of the customer monies and securities after trade date, the holding of customer securities
and funds and the recordkeeping associated with carrying customer accounts.

The Commission believes that introducing firms create risks for investors, clearing firms, and other firms
with which they deal, and thus that there is ample justification for an increase in their minimum capital
requirements. Even though the failure of an introducing firm does not normally result in a SIPC liquidation,
it may result in substantial costs to the firms that carry the customer accounts for the introducing firm. In
addition, customers may be unable to trade for some period of time until they can find another introducing
or clearing firm to which they can transfer their accounts. Finally, because many introducing firms do in fact
handle customer funds and securities for short periods of time, there is SIPC exposure from their activities. As
a result, the Commission believes that increased minimums for introducing firms are risk-justified.

As the Market Break Report pointed out, 22   introducing broker-dealers pose risks to the investing public as
well as to other broker-dealers. First, those broker-dealers do, in fact, receive customer funds and securities,
although the funds and securities must be promptly forwarded to firms that carry the customer accounts.

There is an obvious risk for the customer if the introducing firm fails while in possession of customer funds
and securities. There have been several recent cases where an introducing firm failed and, because the
firm was declared to have “customers” under SIPA, there was exposure and payout for the SIPC fund. Such
“customers” are created, as mentioned above, when the introducing firm does not promptly forward the
customer funds to the clearing firm and the introducing firm fails.

Second, if an introducing firm fails, or even ceases doing business temporarily, its customers are often
stranded. The carrying firms associated with introducing firms often will not accept orders from customers
because the carrying firm may regard the customers as those of the introducing firm. As a result, customers
may be unable to liquidate securities positions or open new positions with the proceeds of sales until their
accounts are transferred to other broker-dealers. Finally, introducing broker-dealers can cause significant
losses to carrying firms, exposing the customers and creditors of those firms to loss. During periods of market
decline, customer accounts may become unsecured due to a precipitous drop in the value of the securities
in margin accounts or because of changes in value of customer short options positions. If the account has
been introduced, the introducing firm generally is obligated to the carrying firm for deficits in the introduced
customer accounts. If the introducing broker-dealer does not have adequate resources to reimburse the

carrying firm, the carrying firm may suffer significant losses. 23 

Because of the loss exposure from introducing firms, many clearing firms will not clear for introducing firms
without substantial capital or substantial deposits, which serve as collateral for unsecured customer debits.
24   At the request of the Commission staff, the NASD conducted an informal survey of the firms that clear
introduced accounts. The NASD survey indicates that the practices varied greatly among the clearing firms
that were contacted. For example, the following arrangements for introducing firms were included in the
surveyed clearing arrangements: A requirement of $150,000 minimum net capital and a deposit if the firm has
trading accounts; minimum deposit of $5,000, but could go as high as $300,000 for market makers; cleaning
deposits between $50,000 and $100,000 determined by credit committee; a requirement of 110 percent of the
introducing firms' highest inventory position.

The Commission believes that, while the NASD survey is informal and includes only a small number of
clearing firms, it demonstrates that many firms have imposed capital and deposit requirements to protect
themselves from the risk of failure of undercapitalized introducing firms. At the same time, because the
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standards are not uniform, weaknesses in the system tend to develop. Assuming that clearing firms that are
more risk conscious require their introducing firms to maintain the greatest amount of capital, clearing firms
that are not as sensitive to risk will tend to have a higher concentration of introducing firms that are poorly
capitalized and engaging in riskier activities.

Accordingly, the Commission proposes to raise the minimum capital requirement for introducing firms
based upon the activities that they engage in and the commensurate risks created. Thus, three classes
of introducing firms would be created under the proposed amendments. Some introducing broker-dealers
now routinely receive customer funds and securities for transmittal to the clearing firm. Those firms are
responsible for the funds and securities until received by the clearing firm. Under the proposal, this class
of introducing firm would be required to maintain net capital of at least $100,000. Introducing firms that
occasionally receive customers' funds and securities would be required to maintain at least $50,000.This
covers instances of customers inappropriately sending funds or securities to the introducing firm.

While the Commission preliminarily believes that the net capital minimums should be increased substantially
to reflect the risks entailed in the operation of many introducing broker-dealers, it is also cognizant of the
importance of providing relatively free access to the securities industry when firms do not pose risks to their
customers or the SIPC fund. Accordingly, introducing firms that never receive customer funds or securities
and do not handle margin accounts would be allowed to remain in the $5,000 minimum net capital category.
In order to avoid classification as a $50,000 broker-dealer, introducing broker-dealers who wish to remain
in the $5,000 category would need to take the utmost care in advising their customers not to send funds or
securities to the introducing firms in addition to the requirement imposed on such introducing firms under the
basic method, they would be required to maintain additional net capital of 1/4 percent of the customer debit
balances that they introduce.

Finally, the Commission proposes to increase the ability of introducing firms to participate in firm commitment
underwritings. Under the current rule, broker-dealers that compute under the minimum required of introducing
broker-dealers are prohibited from engaging in firm commitment underwritings. In light of the proposed higher
minimum levels, introducing broker-dealers would be allowed to participate in firm commitment underwritings

as long as they are only the selling dealer and not the statutory underwriter. 25 

The Commission requests comment on its proposed classes of introducing firms and the minimum levels
associated with each class. Furthermore, the Commission requests comment regarding practices of firms that
clear introduced accounts for setting financial responsibility standards for introducing firms. Specifically, the
Commission requests comment on the effectiveness of standard-setting by the industry and whether higher
minimum capital requirements are necessary.

C. Over-The-Counter-Market Makers - In its Market Break Report, the Division of Market Regulation
expressed its belief that the minimum amount of capital necessary for a broker-dealer to qualify as a market

maker should be reviewed. 26   The Commission is also concerned about the limited amount of net capital the
rule presently requires of a market maker. The market maker who maintains only the minimum amount of net
capital required frequently is unable to assume even the smallest number of positions in the stocks in which it
reportedly makes a market. Moreover, to the extent its net capital falls below the minimum amount required,
such a firm is compelled to withdraw as market maker in at least some of its market making securities, an
action which could impair the market in those securities. This has been a particular problem in the penny
stock market, in which the failure of market making firm has resulted in the virtual elimination of a public
market for many of the securities for which they made public markets. A sound marketplace requires that
OTC market makers have the wherewithal to take positions in those securities in which they make markets.

The NASD has recommended that the capital requirements of certain market makers be increased. The
NASD has recently approved rule amendments to its Small Order Execution System (“SOES” which require
not only mandatory participation in the SOES for all market makers in certain securities, but also different

maximum SOES order-size limits based upon the market characteristics of the securities. 27   Under
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mandatory SOES participation, market makers will be required to accept small orders received through the
SOES system. Accordingly, the NASD Quality of Markets Committee has recommended that the Commission

require an increase in capital to at least the amount required to support mandatory SOES positions. 28 

In response to the concerns noted above, the Commission proposes for comment two separate amendments.
The first would increase the present ceiling of $100,000 net capital required of market makers to $1,000,000.
The second would raise the requirement for each security priced at $5.00 or less per share to $1,000 from
$500. Thus, for example, a firm making markets in 100 securities priced in excess of $5 and 50 securities
priced below $5 would have a minimum net capital requirement of $300,000.

D. Broker-Dealers That Transact a Business in Mutual Fund Shares - The proposed amendments would also
alter the capital requirements for broker-dealers that limit their activities to transactions in shares of registered
investment companies. Currently, the minimum net capital requirement for this type of broker-dealer in
the greater of $2,500 or 6% percent of their aggregate indebtedness. This minimum requirement seems
inappropriately low, however, considering that these firms receive money from customers and may also
transact business directly with issuers. THe Commission thus proposes for comment that the basic minimum
requirement for mutual fund broker-dealers be raised to $25,000. However, for those mutual fund firms which
do not handle any customer funds or securities and are not direct wire order firms, the Commission proposes
a $5.000 minimum net capital requirement

E. Broker-dealers Who Trade Solely for Their Own Accounts - Firms that trade solely for their own
accounts (“trading firms”) are currently required to maintain net capital of the greater of 6% percent of their
aggregate indebtedness or $25,000 under the basic method, or $100,000 under the alternative method.
The Commission believes these firms should not be permitted to continue to compute under the alternative
method.

The theory underlying the alternative method of calculating net capital is that, for large firms, customer debits
will provide an approximate proxy of the amount of business and exposure of the firm. Because proprietary
firms have no customer accounts, the alternative method does not limit leverage for those firms. This means
that a firm with the $100,000 minimum capital required under the alternative method could have very large
aggregate indebtedness and therefore very substantial leverage in its business, thereby increasing its assets
substantially in relation to its net worth, without restriction except for the haircuts on its positions.

Yet, proprietary trading activities obviously are risky, and leverage exacerbates that risk. As pointed out in
the October Market Break Report. several risk arbitrage firms lost an average of 41 percent of their combined

net worth during the market break. 29   Moreover, such firms often have positions concentrated in a few
stocks and may suffer substantial losses from arbitrage positions in a hostile takeover battle. Furthermore, the
trading firms' business involves substantial risk to the extent that it consists of investing in large risk arbitrage
or speculative positions with less diversification than that usually undertaken by larger firms. While these firms
do not deal directly with customers, they do expose other broker-dealers, clearing entities, and creditors to
substantial risk.

The Commission believes that failure of a proprietary firm with the relatively small cushion provided by
the alternative method could impose financial risk on those contra parties and, in turn, their customers.
Accordingly, the Commission proposes for comment that trading firms no longer be permitted to elect the
alternative method. The Commission further proposes for comment that the minimum net capital requirement
for those firms be raised to $100,000. As a consequence of these proposed amendments, most of those firms
would be required to increase their capital by the difference between their current $100,000 minimum and 6%
percent of their aggregate indebtedness.

F. All Other-Broker-Dealers - As noted above, the Commission has preliminarily determined to maintain a
$5,000 category for introducing brokers and dealers who do not handle customer funds or securities. An
additional under the current rule, broker-dealers that participate in underwritings on a “best efforts” basis
and who promptly forward all customer funds to the issuer or a designated independent escrow agent, are
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required to maintain capital of only $5,000. This firm category should include primarily firms that sell direct
participation programs (“DPP”) in real estate syndications. Because of the limited business conducted by
DPP firms, the Commission is making no specific proposal for change in the minimum capital requirements.
However, the proposed amendments would provide that any firm that maintains only the $5,000 level of
capital would be prohibited from receiving customer funds or securities. If they, do so, they would immediately
be required to maintain the next higher level. The Commission believes that this new requirement would help
to protect investors from having their cash and securities exposed while being handled by a broker-dealer
with very limited capital. The Commission requests comments as to whether it is appropriate to permit best
efforts underwriting firms to remain in the $5,000 residual category.

Finally, some firms do not take customer orders, hold customer funds or securities, or execute customer
trades, yet register with the Commission because of the nature of their activities. An example of such a
broker-dealer is a firm that identifies and locates potential merger or acquisition opportunities on behalf of a
client, and thereby earns a percentage fee. For these miscellaneous types of broker-dealers, the Commission
also proposes a $5,000 minimum net capital requirements

For most firms that would be included in this category, this will not represent an increase in the required

minimum net capital. 30   Some mutual fund dealers that would fall into this category will go to a $5,000
requirement from a $2,500 requirement under the existing rule. Like the DPP firms, however, the Commission
proposes that these firms be prohibited from having any contact with customer funds or securities. In addition,
other firms, such as floor brokers, which may avail themselves presently of the $5,000 requirement, will
continue to be able to comply with that requirement

G. Phase-In Schedule - Because of the impact of the increased minimum capital requirements on some
broker-dealers, the Commission proposes that the minimums be staggered over a period of four years
from the effective date. Each year after the effective date, the minimum requirements for affected broker-
dealers would increase by 25 percent of the increase. Thus, for example, if the increase was from $25,000
to $250,000, the minimum requirement one year after the effective date would be $81,250 (($225,000×.25)+
$25,000). The proposed timing of the increases is summarized below:

i. Firms That Hold Customer Funds or Securities. (Aggregate Indebtedness Method)

a. Current rule: $25,000

b. By 12/31/90: $81,250

c. By 12/31/91: $137,500

d. By 12/31/91: $193,750

e. By 12/31/93: $250,000

ii. Firms That Hold Customer Funds or Securities (Alternative Method)

a. Current Rule: $100,000

b. By 12/31/90: $137,500

c. By 12/31/91: $175,000

d. By 12/31/92: $212,500

e. By 12/31/93: $250,000

iii. Clearing Firms That Do Not Hold Customer Funds or Securities

a. Current Rule: $25,000

b. By 12/31/90: $43,750

c. By 12/31/91: $62,500
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d. By 12/31/92: $81,250

e. By 12/31/93: $100,000

iv. Introducing Firms That Routinely Receive Customer Funds or Securities

a. Current rule: $25,000

b. By 12/31/90: $43,750

c. By 12/31/91: $62,500

d. By 12/31/92: $81,250

e. By 12/31/93: $100,000

v. Introducing Firms That Do Not Routinely Receive Customer Funds or Securities

a. Current rule: $5,000

b. By 12/31/90: $16,250

c. By 12/31/91: $27,500

d. By 12/31/92: $38,750

e. By 12/31/93: $50,000

vi. Mutual Fund Dealers That Routinely Receive Customer Funds

a. Current Rule: $2,500

b. By 12/31/90: $8,125

c. By 12/31/91: $13,750

d. By 12/31/92: $19,375

e. By 12/31/93: $25,000

The Commission specifically requests commentators to focus attention on the phase-in provisions and to
indicate whether the proposed timing and method of phase-in are appropriate. In particular, the Commission
is concerned that, given the significant level of risk present in the system, a four-year-phase-in may be too
long to achieve the maximum degree of customer and systemic protection contemplated by these proposals.
On the other hand, given the size of some of the increase in minimums proposed, the Commission is
interested in permitting, to the extent practicable, a smooth transition with minimal disruption for both firms
and customers.

H. Request for Comment - The Commission requests comment on the minimum capital requirements set
forth in the proposed amendments to the rule. In this connection, the Commission recognizes that the
determination of the appropriate levels of minimum net capital necessarily requires consideration of the
benefits of higher standards, as, well as the impact of those standards on broker-dealers. In arriving at the
proposed new minimum net capital requirements, the Commission, on the basis of available data and its
regulatory experience, has attempted to balance the cost of raising additional capital (and the effect on those
that will not be able to raise it) against the above described benefits of a prudent financial responsibility
standard. The Commission, nevertheless, requests comment on alternative methods that might be used to
establish minimum net capital requirements. More specifically, the Commission asks if a minimum absolute
dollar amount requirement could be based on quantifiable measures of risk.

As discussed, the Commission is concerned with the large dollar amounts of customer fully-paid securities in
the possession of broker-dealers with minimum capital. Some broker-dealers have access to several million
dollars of fully-paid customer securities, but are required to maintain only $25,000 in net capital. This financial
commitment does not appear commensurate with the resulting risk to SIPC or the investment community.
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The Commission requests comment as to whether this concern is best addressed by a larger minimum
dollar requirement for broker-dealers that carry customer accounts or by requiring broker-dealers that carry
customer accounts to regularly determine the dollar amount of customer fully-paid securities they have in
their possession and take a charge against these amounts when computing their net capital requirement. The
Commission also seeks comment regarding whether some combination of the above would be appropriate.
Finally, the Commission requests comment as to whether it would be appropriate to have a smaller minimum
dollar requirement (for example $100,000) for carrying firms that take a capital charge against customer fully-
paid securities in their possession. and a larger minimum dollar requirement (for example $250,000) for firms
that chose not to.

The Commission also requests comment on the costs imposed by the proposed amendments. While a
precise estimate of the costs of the proposals is difficult, a rough estimate can be made based on the relative
cost of capital. Persons who enter the broker-dealer business generally do so through partnerships or through
corporations. In either case, the individual or individuals who establish the firm can deposit into the entity
assets they have or cash they have borrowed. These assets are deemed to be capital of the broker-dealer.
Indeed, as has happened before, a person may borrow $5,000 on a credit card and deposit the money as
capital into a broker-dealer corporation and thus be in compliance with the net capital rule requirements for a
$5,000 broker-dealer. In addition, a broker-dealer may, under the net capital rule, count as net capital monies

borrowed from another person if subordinated in conformity with the net capital rule requirements. 31 

Once in the broker-dealer corporation, the funds may be invested in high grade commercial paper, bank
certificates of deposit or short-term government securities, all of which, as money market instruments, receive
little or no haircut. The Commission estimates the difference between the lending rate and the rate the broker-
dealer could earn on the above investments to be approximately three to four percent annually before taxes.
Assuming a $45,000 borrowing for an introducing firm which only occasionally receives customer funds and
securities (and thereby would qualify for the proposed $50,000 introducing level), the cost of the additional
capital (assuming a net cost of 4%) would be only $1,800 per year.

From recent financial filings with the NASD 32   compiled as of March 31,1989, it was determined that 173
clearing firms would need, on average, an additional $123,000 to comply with the new $250,000 minimum
requirement. Using the above assumptions on the cost of capital (a four percent spread), in order to comply
with the new minimum net capital requirement, it would cost each of the 173 clearing finns on average
approximately $5,000 per year or a total of $850,000. Additionally, of the 763 market maker firms, 63 have
required capital of between $100,000 and $1,000,000 and thus may be affected by the new higher ceiling on
additional capital required of market makers.

As to introducing firms, NASD data as of the same period does not distinguish between introducing firms that
routinely handle funds and securities and those that do not. Assuming that every introducing finn handles
customer property on a routine basis, the data indicate that 1428 introducing firms would need, on average,
$85,702 each to comply with the new $100,000 minimum capital requirement. The total cost of raising this
capital based on a 4 percent cost of capital assumption is $3.8 million or $2,600 per firm. Assuming every
introducing firm only occasionally handles customer funds and securities and thus would have a $50,000
minimum requirement, it was determined that 1,063 firms would need to raise an average of $28,555. Making
the same cost assumption as discussed above, the cost of raising their capital requirements would be $1.2
million or $1,100 per firm per year.

The Commission acknowledges that broker-dealers may incur costs other than the estimated 4 percent
referred to above in obtaining additional capital. For example, if the borrowing is done personally, the owner
of the firm will likely be required to encumber personal assets. However, even if the estimated cost of
obtaining additional capital were a percent, the average annual cost for a clearing firm would be only $10,000.
At the 8 percent level, an introducing firm would incur annual costs of either $5,200 or $2,200 per year,
depending on the method by which the firm elects to do business.
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The Commission preliminarily does not believe that the costs described above will have the effect of barring
entry or making unprofitable any group of entrepreneurs who have a serious commitment to developing
a brokerage firm. The Commission requests comment, however, on the specific costs to broker-dealers
of its proposal. In this connection, the Commission asks for comment as to the amount of net capital in

excess of the early warning levels 33   that firms would normally maintain as a business matter. Additionally,
commentators are requested to provide information regarding their likely sources for obtaining additional
capital, the cost of those funds, and the return on the investment they would likely obtain from the use of
those funds.

The Commission also asks if particular firms will change their operations so they can operate under one
of the lower minimum net capital categories permitted under the proposals. Commentators are further
encouraged to provide information regarding their lines of business and related revenues and the need for
the Commission to determine if additional classes of firms should be created to accommodate the needs of
smaller broker-dealers.

The Commission also requests comment from those small broker-dealers that elect to carry customer
accounts rather than to take advantage of the lower capital requirements that are currently in the rule for
introducing firms. The Commission is particularly interested in receiving input from smaller carrying firms
regarding the reasons they have elected to remain as carrying firms and be subject to the higher minimum
requirements and how their business would be affected if they were to switch to introducing their customers
to another firm. The Commission is specifically interested in receiving input from firms regarding the potential
impact on revenues and expenses in the event these broker-dealers decided to confirm to the limitations
imposed under the provisions of the lower capital requirements (such as not handling in any way customer
funds and securities).

Finally, the Commission requests comment from those firms that may not be able to raise additional funs.
The Commission requests input on whether the alternatives proposed by the Commission with respect to
maintaining low levels of minimum net capital are flexible enough to permit those firms to continue to remain
in business-even if that means they will have to forego handling funds and securities-or whether those firms
will have to cease doing business as registered broker-dealers. For those firms that would cease doing
business because of the increase in minimums, the Commission asks what factors would be important in
making that decision.

III. Securities Haircuts

A. Equity Securities - The current rule requires different levels of deductions as to equity securities and
different computations of those deductions depending on the broker-dealer's election of wither the basic

or alternative methods. 34   Although the nation's equity securities markets experienced an extraordinary
surge of volume and price volatility during October 1987, in most circumstances the deductions incurred for
those securities appear adequate. However, the distinctive in the haircuts between the alternative and basic
methods, given the proposed raising of the minimum requirements, do not seem appropriate.

Haircuts generally are designed to provide a cushion of capital against adverse fluctuations in the prices of
securities. The net capital rule haircut has varied over the years. Generally. equity haircuts were settled some
25 years ago at 30 percent of the greater of the long or short position. The lesser position was deemed by the
rule to be hedged by the greater position but only to the extent that it did not exceed 25 percent of the greater
position. The theory, of course, is since market movements are responsible for a substantial percentage of
price movements for individual stocks, diversified long positions (or diversified short positions) will to some
degree move in the same direction.

In 1975, the Commission adopted the present rule and a new, alternative method for determining haircuts. In
order to facilitate market-making, the Commission determined to allow firms electing the alternative method
to take a 15 percent haircut on the long positions. The haircut on the short position, to the extent it exceeded
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in value 25 percent of the long position, was taken at 30 percent of the market value. Firms electing the
alternative, however, were required to have a minimum net capital of $100,000, rather than the $25,000
minimum otherwise required. This additional cushion of capital was deemed necessary in the event the
haircuts proved inadequate.

Given the Commission's experience with the haircuts under the alternative method and because the
Commission is revisiting its minimum net capital levels generally, the Commission preliminary believes
that the for equity positions under the aggregate indebtedness method should be lowered. However,
may be appropriately reduced only if the minimum levels of net capital are raised because the value of a
particular security could easily move more than the lower haircut. Moreover, generally, except for tender offer
situations, a long would seem to be no less volatile or risky than a short position, and thus should not be
subject to a different haircut.

Under the proposed amendments, the calculation of haircuts for those under the alternative method and

those in the aggregate indebtedness methods would be standardized. 35   The haircuts for both long and
short positions would be is percent of the market value. An additional 15 percent would be a on the market
value of the lesser position to the extent it exceeded 25 percent of the greater position. The 15 percent
deduction for long positions would be available to those firms which have more than $100,000 in net capital.
Under the proposed amendments, the alternative method for computing concentration charges would be
adopted.

The Commission invites comment on particular methods for determining haircuts on equity securities
positions. The commission further requests comment on whether the use of historical price volatility data,
such as the Commission has used, in the past for developing haircuts fop debt securities, is an appropriate
method for determining haircuts on equity securities.

B. Zero Coupon and Stripped Securities - The Commission also proposes to amend its securities deductions
to exclude instruments that include only principal or interest. Under the current rule, for example, any security
that is “* * * issued or guaranteed as to principal or interest by the United States or any agency thereof * *
*” incurs a haircut of zero to six percent, depending upon the maturity of the security. Those percentages,
however, were drafted to reflect the price volatilities of securities that include both principal and interest and
thus do not contemplate the risk inherent in “stripped” securities. Under the proposal, these zero-coupon
securities (other that those issued by the Treasury) would be subject to the 15 percent haircut proposed for
equity securities.

The Commission recognized that, while stripped securities have different price volatilities for differing
maturities then corresponding coupon bonds, there is a distinct benefit in creating a uniform haircut across
all maturities. Preliminary, the Commission believes that, given the relatively lower level of activity in coupon
instruments as compared to Treasury instruments that contain principal and interest, a uniform haircut is more
practical because it minimizes the complexity of the rule. If the Commission does not adopt a uniform haircut
for coupon instruments, it is likely that a separate series of maturity categories will have to be created for
those securities. The Commission requests comment as to the appropriate haircut for zero-coupon Treasury
as well as other stripped instruments.

IV. Aggregate Indebtedness

The aggregate indebtedness test has been included in the net capital role since its adoption in 1942.
Generally, the term aggregate indebtedness includes all of the liabilities and/or obligations (contingent or
otherwise) of the broker-dealer. By limiting the amount of indebtedness of registered broker-dealers to a
percentage of net capital the rule limits the leverage that broker-dealers that elect the basic method are able
to attain. The rule however, specifically excludes from aggregate indebtedness certain prescribed liabilities.
In the two classes of liabilities described below, the Commission believes the 6 2/3 percent aggregate
indebtedness charge may not be appropriate, particularly in light of the proposed increases in the minimum
requirements.
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A. Mutual Funds Payable Offset by Fails to Deliver - The present rule requires a broker-dealer that owes
money to a mutual fund in connection with a purchase of shares of that fund to include that amount in
aggregate indebtedness even if offset by a receivable from another broker-dealer related to that transaction.
This payable arises out of a purchase by the broker-dealer directly from the fund of shares of the fund for
another broker-dealer (presumably for its customer). The first broker-dealer owes money to the fund secured
by the investment company shares. The second broker-dealer owes money to the first broker-dealer. The
debt on the first broker-dealers books is offset by a receivable from the second broker-dealer, classified
generally as a fail to deliver. That receivable is also secured by the mutual fund shares, since delivery of the
shares will not occur until payment of the obligation by the second broker-dealer. Our experience indicates
that, as a general rule, most of these fails to deliver are completed. The Commission believes that, to the
extent that this class of fails to deliver is offset by a liability to the fund, a capital cushion of 6 2/3 percent to
cover the liability is unnecessary. Rather than the 6 2/3 percent charge that results under the current rule, the
Commission proposes that this requirement be lowered to one percent of the liability amount when an offset
exists.

B. Stock Loon and Stock Borrowed - A stock loan payable is a liability arising from the receipt of cash
collateral from a person who borrows securities from the broker-dealer. It is considered aggregate
indebtedness even if the securities that were loaned were borrowed from another broker-dealer. When one
broker-dealer lends securities to another broker-dealer, the lending broker-dealer generally receives cash
collateral in excess of the value of the securities lent. That collateral is deemed to be a liability on the books of
the lending broker-dealer, since that broker-dealer owes money to the borrowing broker-dealer.

Much of the stock lent by one broker-dealer to another broker-dealer has been borrowed from yet a third
broker-dealer or other person. That borrowing. if collateralized by cash, results in a receivable from the
lending person. The borrowing broker-dealer has turned over cash to the lending entity which in turn was
received from the second borrower securities. In that situation, the firm has a stock loan payable versus a
stock loan receivable analogous to a government securities repurchase book. Generally, excluding fraud,
these are not risky positions. The major risk in such positions (normally characterized as a finder's book) is
the liquidity risk. If a perception arises that a broker-dealer is in financial distress, stock borrowers will return
stock to the lending broker-dealer for cash which cannot be as readily obtained from the persons to whom the
failing broker-dealer has given cash. This run on a broker-dealer would likely impair its ability to function as a
clearing agent.

Given the matched nature of those related payables and receivables, the Commission does not believe
that risk merits a charge of 6 2/3 percent on the dollar amount of the liability. The Commission believes,
however, that a lower cushion (one percent) against the liquidity risk of a large finder's book is appropriate.
The one percent number has previously been used by the Commission in the net capital rule in order to

curtail leverage. 36   The Commission thus proposes that liabilities related to a corresponding securities
borrowing incur only a 1 percent charge against net capital.

V. Technical Amendments

Because of the proposed amendments to the minimum net capital requirements and die equity securities
haircuts, it became possible for the Commission to merge paragraph (f) with paragraph (a) of the rule.
As a result, the proposed rule amendments include several technical changes to the rule. For example,
all references to paragraph (f) would be deleted. Other examples include the proposed amendments to
the concentration charges under paragraph (c)(2)(vi)(M) and the contractual commitment charge under
paragraph (c)(2)(viii). The proposed amendments would also delete a provision from paragraph (c)(2)(ix) of
Rule 15c3-1 that expired on January 1, 1983.

VI. Summary of Initial Regulatory Flexibility Analysis
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The Commission has prepared an Initial Regulatory Flexibility Analysis (“Analysis”) in accordance with 5
U.S.C. 603 regarding the proposed amendments. The Analysis notes that the objective of the proposed
amendments is to further the purposes of the various financial responsibility rules which provide safeguards
with respect to the financial responsibility and related practices of brokers and dealers. In sum, the Analysis
states that the proposed amendments would subject smaller broker-dealers to higher capital requirements.
A copy of the Analysis may be obtained by contacting David I.A. Abramovitz, Division of Market Regulation,
Securities and Exchange Commission, 450 Fifth Street, NW., Washington, DC 20549, (202) 272-2398.

VII. Statutory Analysis

Pursuant to the Securities Exchange Act of 1934 and particularly sections 15(c)(3), 17 and 23 thereof, 15
U.S.C. 78o(c)(3), 78q and 73w, the Commission proposes to amend 240.15c3-1, of Title 17 of the Code of
Federal Regulations in the manner set forth below.

VIII. List of Subjects in 17 CFR Part 240

Reporting and recordkeeping requirements, Securities.

IX. Text of the Proposed Amendments

In accordance with the foregoing, 17 CFR part 240 is amended as follows:

PART 240-GENERAL RULES AND REGULATIONS SECURITIES EXCHANGE ACT OF 1934

1. The authority citation for part 240 continues to read as follows:

Authority: Sec. 23, 48 Stat. 901. as amended; 15 U.S.C. 78w * * *. 240.15c3-1 is also issued under secs.
15(c)(3), 15 U.S.C. 78o(c)(3).

2. In §240.15c3-1 by removing paragraph (f) and paragraphs (a)(8) and (a)(9), removing and reserving
paragraph (c)(2)(vi)(I), adding paragraphs (c)(1)(xiv) and (c)(1)(xv) and revising paragraphs (a)(1), (a)(2), (a)
(3), (a)(4). (a)(5), (c)(1)(xiii), (c)(2)(i)(C)(1). (c)(2)(iv)(B), (c)(2)(iv)(F)(3)(i)(B). (c)(2)(iv)(F)(3)(i)(C), (c)(2)(vi), (c)
(2)(vi)(A)(1), (c)(2)(vi)(A)(.5). (c)(2)(vi)(B)(2), (c)(2)(vi)(F)(1). (c)(2)(vi)(J), (c)(2)(vi)(M), (c)(2)(viii), (c)(2)(ix), (c)
(2)(x)(A) (2) through (4). (c)(2)(x)(A)(5), (c)(9), and (c)(10).

§240.1Sc3-1 Net capital requirements for brokers or dealers.

(a) No broker or dealer shall maintain net capital less than the amounts required as to that broker or dealer
under this paragraph.

Ratio Requirements

Aggregate Indebtedness Method

(1) (i) No broker or dealer other than one that elects the provisions of paragraph (a)(1)(ii) of this section shall
permit his aggregate indebtedness to all other persons to exceed 1500 percent of his net capital (or 800
percent of his net capital for 12 months after commencing business as a broker or dealer).

Alternative Method

(ii) A broker or dealer who carries customer accounts and holds customer funds or securities may elect not
to be subject to the limitations of paragraph (a)(1)(i) of this section. Such broker or dealer shall not permit
his net capital to be less than 2 percent of aggregate debit items computed in accordance with the Formula
for Determination of Reserve Requirements for Brokers and Dealers (Exhibit A to Rule 15c3-3, 17 CFR
240.15c3-3a). Such broker or dealer shall notify the Examining Authority for such broker or dealer, in writing
of his election to operate under this paragraph. Once a broker or dealer has notified its Examining Authority,
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he shall continue to operate under this paragraph unless a change is approved upon application to the
Commission.

(A) In addition to the foregoing, a broker or dealer electing this alternative shall:

(1) make the computation required by 17 CFR 240.15c3-3(e) and set forth in Exhibit A, 17 CFR 240.15c3-3a,
on a weekly basis and, in lieu of the 1 percent reduction of certain debit items required by Note E (3) in the
computation of its Exhibit A requirement, reduce aggregate debit items in such computation by 3 percent;

(2) include in Items 7 and a of Exhibit A, 17 CFR 240.15c3-3a, the market value of specified items therein
more than 7 business days old;

(3) exclude credit balances in accounts representing amounts payable for securities not yet received from the
issuer or its agent which securities are specified in paragraphs (c)(2)(vi) (A) and (E) of this section and any
related debit items from the Exhibit A requirement for 3 business days; and

(4) Deduct from net worth in computing net capital 1 percent of the contract value of all failed to deliver
contracts or securities borrowed which were allocated to failed to receive contracts of the same issue and
which thereby were excluded from Items 11 or 12 of Exhibit A, 17 CFR 240.15c3-3a.

Futures Commission Merchants

(iii) No broker or dealer registered as a futures commission merchant shall permit his net capital to be less
than 4 percent of the funds required to be segregated pursuant to the Commodity Exchange Act and the
regulations thereunder (less the market value of commodity options purchased by option customers on or
subject to the rules of a contract market, each such deduction not to exceed the amount of funds in the
customer's account).

Minimum Requirements

Brokers or Dealers That Carry Customer Accounts

(2) (i) A broker or dealer that carries customer or broker or dealer accounts and holds funds or securities for
those persons shall maintain net capital of not less than $250,000 (see paragraphs (a) and (b) of appendix
(E) (17 CFR 240.15c3-1e) for temporary minimum requirements).

Brokers or Dealers That Carry Customer Accounts, But Do Not Generally Hold Customer
Funds or Securities

(ii) A broker or dealer who is exempt from the provisions of 17 CFR 240.15c3-3 under the Securities
Exchange Act of 1934 pursuant to paragraph (k)(2)(i) shall maintain net capital of not less than $100,000 (see
paragraph (c) of appendix (E) (17 CFR 240.15c3-1e) for temporary minimum requirements).

Dealers, Underwriters and Arbitragers

(iii) A dealer shall maintain net capital of not less than $100,000 (see paragraph (c) of appendix (E) (17 CFR
§240.15c3-1e) for temporary minimum requirements) if he does not receive, directly or indirectly, funds or
securities from, or owe money or securities to, customers and does not carry accounts of, or for, customers.
For purposes of this section, the term “dealer” includes underwriters and any broker or dealer who endorses
or writes options otherwise than on a registered national securities exchange or a facility of a registered
national securities association.

Brokers Who Introduce Customers' Accounts and Routinely Receive Funds or Securities

(iv) A broker or dealer shall maintain net capital of not less than $100,000 (see paragraph (d) of appendix (E)
(17 CFR 240.15c3-1e) for temporary minimum requirements) plus 1/4 percent of debit balances in introduced
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customers' cash and margin accounts if it is exempt from the provisions of 17 CFR 240.15c3-3 under the
Securities Exchange Act of 1934 pursuant to paragraph (k)(2)(ii) of this section.

(v) Those introducing brokers or dealers that receive, but do not promptly forward, customer funds and
securities shall maintain the minimum net capital requirement as set forth in paragraph (a)(2)(i) of this section.

Brokers Who Introduce Customer Accounts But Do Not Routinely Receive Funds or
Securities

(vi) An introducing broker or dealer that is exempt from the provisions of 17 CFR 240.15c3-3 under the
Securities Exchange Act of 1934 pursuant to paragraph (k)(2)(ii) of this section but does not routinely
receive customer funds or securities and effects ten or fewer transactions per year in securities for his own
investment account with or through another registered broker or dealer shall maintain net capital of not less
than $50,000 (see paragraph (e) of appendix (E) for temporary minimum requirements) plus 1/4 percent of
debit balances in introduced customers' cash and margin accounts:

(A) A broker or dealer operating under paragraph (a)(2)(iv) of this section and under this paragraph (a)(2)(vi)
of this section may participate as a selling dealer in a firm commitment underwriting but may not enter into a
contractual commitment with the issuer for the purchase of shares related to that underwriting.

(B) A broker or dealer operating under this paragraph may engage in the activities allowed under paragraphs
(a)(2)(vii) and (a)(2)(ix) of this section.

Brokers or Dealers Engaged Solely in the Sale of Redeemable Shares of Registered
Investment Companies and Certain Other Share Accounts

(vii) A broker or dealer may maintain net capital of not less than $25,000 (see paragraph (f) of appendix (E)
(17 CFR 240.15c3-1e) for temporary minimum requirements) if he meets an of the following conditions:

(A) His dealer transactions are limited to the purchase, sale and redemption of redeemable shares of
registered investment companies or of interests or participations in an insurance company separate account
directly from the issuer on other than on a subscription way basis, except that he may also effect ten or fewer
transactions per year in other securities for his own investment account with or through another registered
broker or dealer.

(B) He promptly transmits all funds and delivers all securities received in connection with his activities
as a broker or dealer, and does not otherwise hold funds or securities for, or owe money or securities to,
customers; and

(C) His transactions as broker are limited to one or more of the following:

(1) The sale and redemption of redeemable shares of registered investment companies or of interests
or participation in an insurance company separate account whether or not registered as an investment
company:

(2) The solicitation of share accounts for savings and loan associations insured by an instrumentality of the
United States:

(3) The sale of securities for the account of a customer to obtain funds for immediate reinvestment in
redeemable securities of registered investment companies, and

(4) The activities allowed under paragraph (a)(2)(ix) of this section.

Municipal Securities Brokers' Brokers

(viii) A municipal securities brokers' broker, as defined in subsection (A) of this paragraph (a)(2)(viii), may
elect not to be subject to the limitations of paragraphs (c)(2)(ix) of this section provided that such brokers'
broker complies with the requirements set out in paragraphs (a)(2)(Viii)(B), (C) and (D) of this section.
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(A) The term municipal securities “brokers' broker's shall mean a municipal securities broker or dealer who
acts exclusively as an undisclosed agent in the purchase or sale of municipal securities for a registered
broker or dealer or registered municipal securities dealer, who has no “customers” as defined in paragraph
(c)(6) of this section and who does not have or maintain any municipal securities in its proprietary or other
accounts.

(B) In order to qualify to operate under this paragraph (a)(2)(viii), a brokers' broker shall at all times have and
maintain net capital of not less, than $150,000.

(C) For purposes of this paragraph (a)(2)(viii), a brokers' broker shall deduct from net worth I percent of the
contract value of each municipal failed, to deliver contract which is outstanding 21 business days or longer.
Such deduction shall be increased by any excess of the contract price of the fail to deliver over the market
value of the underlying security.

(D) For purposes of this paragraph (a)(2)(viii), a brokers' broker may exclude from its aggregate indebtedness
computation indebtedness adequately collateralized by municipal securities outstanding for not more than
one business day and offset by municipal securities failed to deliver of the same issue and quantity, in no
event may a brokers' broker exclude any overnight bank loan attributable to the same municipal securities
failed to deliver contract for more than one business day. A brokers' broker need not deduct from net worth
the amount by which the market value of securities failed to receive outstanding longer than thirty (30)
calendar days exceeds the contract value of those failed to receives as required by Rule 15c3-1(c)(2)(iv)(E).

Other Brokers or Dealers

(ix) A broker or dealer that does not receive, directly or indirectly, funds or securities from, or owe money or
securities to, customers and does not carry accounts of, or for, customers and that engages in ten or fewer
transactions in securities per year for his own account with or through another registered broker or dealer,
shall maintain net capital of not less than $5,000. Those brokers or dealers that introduce cash accounts
under this paragraph must maintain net capital of not less than the amounts required under this paragraph (a)
plus 1/4 percent of debit balances in introduced customers' cash and margin accounts.

Consolidated Minimum Requirements

(3) broker or dealer shall maintain net capital of not less than its net capital requirement plus the sum of each
broker's or dealer's subsidiary or affiliate minimum net capital requirements, which is consolidated pursuant to
appendix (C), 17 CFR 240.15c3-1c.

Additional Capital Requirements for Market Makers

(4) A broker or dealer engaged in activities as a market maker as defined in paragraph (c)(8) of this section
shall maintain net capital in an amount not less than $2.500 for each security in which he makes a market
(unless a security in which he makes a market has a market value of $5 or less, in which event the amount
of net capital shall be not less than $1,000 for each such security) based on the average number of such
markets made by such broker or dealer during the 30 days immediately preceding the computation date.
Under no circumstances shall he have net capital less than that otherwise required by the other provisions of
paragraph (a) of this section, or be required to maintain net capital of more than $1,000,000 unless otherwise
required by the other provisions of paragraph (a).

Additional Capital Requirements for Brokers or Dealers Engaging in Reverse Repurchase
Agreements

(5) A broker or dealer shall maintain net capital in addition to the amounts otherwise required under
paragraph (a) of this section in an amount greater than 10 percent of:
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(i) The excess of the market value of United States Treasury Bills, Bonds and Notes subject to reverse
repurchase agreements with any one party over 105 percent of the contract prices (including accrued
interest) for reverse repurchase agreements with that party, and

(ii) The excess of the market value of securities issued or guaranteed as to principal or interest by an agency
of the United States or mortgage related securities as defined in Section 3(a)(41) of the Act subject to
reverse repurchase agreements with any one party over 110 percent of the contract prices (including accrued
interest) for reverse repurchase agreements with that party; and

(iii) The excess of the market value of other securities subject to reverse repurchase agreements with
any one party over 120 percent of the contract prices (including accrued interest) for reverse repurchase
agreements with that party.

* * * * *

(c) * * *

Exclusions From Aggregate Indebtedness

(i) * * *

(xiii) Deferred tax liabilities;

(xiv) Eighty-five percent of amounts payable to a registered investment company related to fail to deliver
receivables arising out of purchases of shams of those registered investment companies, and

(xv) Eighty-five percent of amounts payable against securities loaned for which the broker or dealer has a
receivable related to securities of the same class and issue that are securities borrowed by the broker or
dealer.

* * * * *

(2) * * *

(i) * * *

(C) * * *

(1) The aggregate amount resulting from applying to the amount of the deductions computed in accordance
with paragraph (c)(2)(vi) and Appendices (A) and (B), 17 CFR 240.15c3-1a and 240.15c3-1b, the appropriate
Federal and State tax rate(s) applicable to any unrealized gain on the asset on which the deduction was
computed.

* * * * *

Certain Unsecured and Partly Secured Receivables

(iv) (A) * * *

(B) All unsecured advances and loans, deficits in customers' and non-customers' unsecured and partly
secured notes; deficits in special omnibus accounts maintained in compliance with the requirements of
12 CFR 220.4(b) of Regulation T under the Securities Exchange Act of 1934, or similar accounts carried
on behalf of another broker or dealer, after application of calls for margin, marks to the market or other
required deposits which are outstanding 5 business days or less; deficits in customers' and non-customers'
unsecured and partly secured accounts after application of calls for margin, marks to the market or other
required deposits which are outstanding 5 business days or less, except deficits in cash accounts as defined
in 12 CFR 220.4(c) of Regulation T under the Securities Exchange Act of 1934 for which not more than one
extension respecting a specified securities transaction has been requested and granted, and deducting for
securities carried in any of such accounts the percentages specified in paragraphs (c)(2)(vi) or appendix A
(17 CFR 240.15c3-1a); the market value of stock loaned in excess of the value of any collateral received
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therefor, receivables arising out of free shipments of securities (other than mutual fund redemptions) in
excess of $5,000 per shipment and all free shipments (other than mutual fund redemptions) outstanding more
than 7 business days, and mutual fund redemptions outstanding more than 16 business days; any collateral
deficiencies in secured demand notes as defined in Appendix D, (17 CFR 240.15c3-1d);

* * * * *

(F) * * *

(3) (i) (A) * * *

(B) The excess of the aggregate repurchase agreement deficits with any one party over 25 percent of the
broker or dealer's net capital before the application of paragraphs (c)(2)(vi) of this section (less any deduction
taken with respect to repurchase agreements with that party under subparagraph (F)(3)(i)(A)) or, if greater.

(C) The excess of the aggregate repurchase agreement deficits over 300 percent of the broker's or dealer's
net capital before the application of paragraph (c)(2)(vi) of this section.

* * * * *

Securities Haircuts

(vi) Deducting the percentages specified in paragraphs (C)(2)(vi)(A)-(M) of this section (or the deductions
prescribed for securities positions set forth in Appendix (A), 17 CFR 240.15c3-1a) of the market value of all
securities, money market instruments or options in the proprietary or other accounts of the broker or dealer.

Government Securities

(A)

(1) In the case of a security consisting of principal and interest (except for stripped instruments issued by
the United States Treasury) issued or guaranteed as to principal or interest by the United States or any
agency thereof, the applicable percentages of the market value of the net long or short position in each of the
categories specified below are:

* * * * *

(5) In the case of a Government securities dealer which reports to the Federal Reserve System, which
transacts business directly with the Federal Reserve System, and which maintains at all times a minimum net
capital of at least $50,000,000, before application of the deductions provided for in paragraph (c)(2)(vi) of this
section, the deduction for a security issued or guaranteed as to principal or interest by the United States or
any agency thereof shall be 75 percent of the deduction otherwise computed under paragraph (c)(2)(vi)(A) of
this section.

Municipals

(B) * * *

(1) * * *

(2) In the case of any municipal security (other than those specified in paragraph (c)(2)(vi)(B)(1)) consisting
of principal and interest which is not traded flat or in default as to principal or interest, the applicable
percentages of the market value of the greater of the long or short position in each of the categories specified
below are:

* * * * *

Nonconvertible Debt Securities

(F)
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(1) In the case of nonconvertible debt securities consisting of principal and interest having a fixed interest
rate and fixed maturity date and which are not traded flat or in default as to principal or interest and which are
rated in one of the four highest rating categories by at least two of the nationally recognized statistical rating
organizations, the applicable percentages of the market value of the greater of the long or short position in
each of the categories specified below are:

* * * * *

(I) [Removed and reserved.]

All Other Securities

(J) In the case of all securities or evidences of indebtedness, except those described in Appendix (A), 17 CFR
240.15c3-1a which are not included in any of the percentage categories enumerated in paragraphs (c)(2)(vi)
(A)-(H) of this section or (K)(ii) of this section, the deduction shall be 15 percent (30 percent if the broker's or
dealer's net capital requirement as computed under paragraph (c)(2) of this section is less than $100,000)
of the market value of the greater of the long or short positions and to the extent the market value of the
lesser of the long or short positions exceeds 25 percent of the market value of the greater of the long or short
positions, the percentage deduction on such excess shall be 15 percent of the market value of such excess.
No deduction need be made in the case of (1) a security which is convertible into or exchangeable for another
security within a period of 90 days, subject to no condition other than the payment of money, and the other
securities into which such security is convertible or for which it is exchangeable are short in the accounts of
such broker or dealer or (2) a security which has been caused for redemption and which is redeemable within
90 days.

* * * * *

Undue Concentration

(M)(1) In the case of money market instruments or securities of a single class or series of an issuer, including
any option written, endorsed or held to purchase or sell securities of such a single class or series of an issuer
(other than “exempt securities” and redeemable securities of an investment company registered pursuant to
the Investment Company Act of 1940). which are long or short in the proprietary or other accounts of a broker
or dealer, including securities which are collateral to secured demand notes defined in appendix (D), 17 CFR
240.15c3-1d, and which have a market value of more than 10 percent of the “net capital” of a broker or dealer
before the application of paragraphs (c)(2)(vi)(B)-(H) and appendix (A), 17 CFR 240.15c3-1a, there shall be
an additional deduction from net worth and/or the Collateral Value for securities collateralizing a secured
demand note defined in appendix (D), 17 CFR 240.15c3-1d, equal to 50 percent of the percentage deduction
otherwise provided by this paragraph (c)(;)(vi) (B-I) or appendix (A), 17 CFR 240.15c3-1a, on that portion of
the securities position in excess of 10 percent of the “net capital” of the broker or dealer before the application
of paragraph (c)(2)(vi) and appendix (A), §240.15c3-1a.

(2) In the case of securities underwritten, the deduction required by this paragraph (c)(2)(vi)(M) shall be
applied after 11 business days.

(3) In the case of securities described in paragraph (c)(2)(vi)(j), the additional deduction required by this
paragraph (c)(2)(vi)(M) shall be 15 percent on that portion of the securities position and secured demand note
collateral in excess of 10 percent of the net capital before the application of paragraph (c)(2)(vi) and appendix
A, 17 CFR 240.15c3-1a.

(4) This paragraph (c)(2)(vi)(M) shall 0be applied to an issue of equity securities only on the market value of
such securities in excess of $10,000 or the market value of 500 shares, whichever is greater, or $25,000 in
the case of a debt security.

(5) This paragraph (c)(2)(vi)(M) shall apply notwithstanding any long or short position exemption provided for
in paragraph (c)(2)(vi)(J) of this section (except for long or short position exemptions arising out of the first
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proviso to paragraph (c)(2)(vi)(J)) and the deduction on any such exempted position shall be 15 percent of
that portion of the securities position in excess of 10 percent of net capital before the application of paragraph
(c)(2)(vi) and appendix (A), 17 CFR 240.15c3-1a.

(6) This paragraph (c)(2)(vi)(M) will be applied to an issue of municipal securities having the same security
provisions, date of issue, interest rate, day, month and year of maturity only if such securities have a market
value in excess of $500,000 in bonds ($5,000,000 in notes) or 10% of tentative net capital whichever is
greater, and are held in position longer than 20 business days from the date the securities are received by the
syndicate manager from the issuer.

(7) Any specialist who is subject to a deduction required by this paragraph (c)(2)(vi)(M) respecting his
specialty stock, who can demonstrate to the satisfaction of the Examining Authority for such broker or dealer
that there is sufficient liquidity for such specialist's specialty stock and that such deduction need not be
applied in the public interest for the protection of investors, may upon a proper showing to such Examining
Authority have such undue concentration deduction appropriately decreased, but in no case shall the
deduction prescribed in paragraph (c)(2)(vi)(J) of this section be reduced. Each such Examining Authority
shall make and preserve for a period of not less than 3 years a record of each application granted pursuant to
this subdivision, which shall contain a summary of the justification for the granting of the application.

* * * * *

Open Contractual Commitments

(viii) Deducting, in the case of a broker or dealer who has open contractual commitments (other than those
option positions subject to appendix (A), 17 CFR 240.15C3-1a), the respective deductions as specified in
paragraph (c)(2)(vi) of this section or Appendix (B), 17 CFR 240.15c3-1b, from the market value (which shall
be the market value whenever there is a market) on each net long and each net short position contemplated
by any open contractual commitment in the proprietary or other accounts of the broker or dealer.

(A) The deduction for contractual commitments in those securities that are treated in paragraph (c)(2)(vi)(J)
of this section shall be 30 percent unless the class and issue of the securities subject to the open contractual
commitment deduction are listed for trading on a national securities exchange or are designated as NASDAQ
National Market System Securities.

(B) A broker or dealer that maintains in excess of $250,000 of net capital need not deduct from net worth any
amount computed under this paragraph that is less than $150,000.

(C) The deduction with respect to any single commitment shall be reduced by the unrealized profit in such
commitment, in an amount not greater than the deduction provided for by this paragraph (or increased by the
unrealized lose), in such commitment, and in no event shall an unrealized profit on any closed transactions
operate to increase net capital.

(ix) Deducting from the contract value of each failed to deliver contract which is outstanding five business
days or longer (21 business days or longer in the case of municipal securities) the percentages of the
market value of the underlying security which would be required by application of the deduction required by
paragraph (c)(2)(vi). Such deduction, however, shall be increased by any excess of the contract price over
the market value of the underlying security or reduced by any excess of the market value of the underlying
security over the contract value of the fail but not to exceed the amount of such deduction. The designated
examining authority for the broker or dealer may, application of the broker or dealer, extend for a period
up to 5 business days, any period herein specified when it is satisfied that the extension is warranted. The
designated examining authority upon expiration of the extension may extend for one additional period up to 5
business days, any period herein specified when it satisfied that the extension is warranted.

* * * * *

(x) (A)
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(2) in the case of a bona fide hedged position as defined in this paragraph (c)(2)(x) involving a long position
in a security, other then an option, and a short position in a call option, the deduction shall be 15 percent (or
such other percentage required by paragraphs (c)(2)(vi) (A)-(K) of this section) of the market value of the long
position reduced by any excess of the market value of the long position over the exercise value of the short
option position. In no event shall such reduction operate to increase net capital.

(3) In the case of a bona fide hedged position as defined in this paragraph (c)(2)(x) involving a short position
in a security, other than an option, and a long position in a call option, the deduction shall be the lesser of 15
percent of the market value of the short position or the amount by which the exercise value of the long option
position exceeds the market value of the short position; however, if the exercise value of the long option
position does not exceed the market value of the short position, no deduction shall be applied.

(4) In the case of a bona fide position as defined in this paragraph (c)(2)(x) involving a short position in a
security other than an option, and a short position in a put option, the deduction shall be 15 percent (or such
other percentage required by paragraphs (c)(2)(vi) (A)-(K) of this section) of the market value of the short
security position reduced by any excess of the exercise value of the short option position over the market
value of the short security position. No such reduction shall operate to increase net capital.

(5) In the case of a bona fide hedged position as defined in this paragraph (c)(2)(x) involving a long position
in a security, other than an option, and a long position in a put option, the deduction shall be the lesser of
15 percent of the market value of such long security position or the amount by which the market value of
such long security position exceeds the exercise value of the long option position. If the market value of the
long security position does not exceed the exercise value of the long option position, no deduction shall be
applied.

* * * * *

Promptly Transmit and Deliver

(9) A broker or dealer is deemed to “promptly transmit” all funds and to “promptly deliver” all securities within
the meaning of paragraph (a)(2)(vii) or this section where such transmission or delivery is made no later
than noon of the next business day after the receipt of such funds or securities: provided. however, that
such prompt transmission or delivery shall not be required to be effected prior to the settlement date for such
transaction.

* * * * *

Forward and Promptly Forward

(10) A broker or dealer is deemed to “forward” or “promptly forward” funds or securities within the meaning of
paragraph (a)(2)(v) only when such forwarding occurs no later than noon of the next business day following
receipt of such funds or securities.

* * * * *

3. By amending §240.15c3-1a by revising paragraphs (c)(1)-(c)(5), (c)(7), (c)(9) and (c)(10) as follows:

§240.1Sc3-1a Options (Appendix A to 17 CFR 240.15c3-1).

* * * * *

(c) * * *

Uncovered Calls

(1) Where a broker or dealer is short a call, deducting, after the adjustment provided for in paragraph (b)
of this appendix (A), 15 percent (or such other percentage required by paragraphs (c)(2)(vi) (A)-(K) of 17
CFR 240.15c3-1) of the current market value of the security underlying such option reduced by an excess of
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the exercise value of the call over the current market value of the underlying security. In no event shall the
deduction provided by this subparagraph be less than $250 for each option contract for 100 shares.

Uncovered Puts

(2) Where a broker or dealer is short a put, deducting, after the adjustment provided for in paragraph (b) of
this appendix (A), 15 percent (or such other percentage required by paragraphs (c)(2)(vi) (A)-(K) of 17 CFR
240.15c3-1) of the current market value of the security underlying the option reduced by any excess of the
market value of the underlying security over the exercise value of the put. In no event, shall the deduction
provided by this subparagraph be less than $250 for each option contract for 100 shares.

Covered Calls

(3) Where a broker or dealer is short a call and long equivalent units of the underlying security, deducting,
after the adjustments provided for in paragraph (b) of this appendix (A), 15 percent (or such other percentage
required by paragraphs (c)(2)(vi) (A)-(K) of 17 CFR 240.1c3-1) of the current market value of the underlying
security reduced by any excess of the current market value of the underlying security over the exercise value
of the call. No reduction under this subparagraph shall have the effect of increasing net capital.

Covered Puts

(4) Where a broker or dealer is short a put and short equivalent units of the underlying security, deducting,
after the adjustment provided for in paragraph (b) of this appendix (A) 15 percent (or such other percentage
required by paragraphs (c)(2)(vi) (A)-(K) of 17 CFR 240.15c3-1) of the current market value of the underlying
security reduced by any excess of the exercise value of the put over the market value of the underlying
security. No such reduction shall have the effect of increasing net capital.

Conversion Accounts

(5) Where a broker or dealer is long equivalent units of the underlying security, long an unlisted put written
or endorsed by a broker or dealer and short an unlisted call in his proprietary or other accounts, deducting
5 percent (or 50 percent of such other percentage required by paragraphs (c)(2)(vi) (A)-(K) of 17 CFR
240.15c-1) of the current market value of the long security.

* * * * *

Long Over-the-Counter Options

(7) Where a broker or dealer is long an unlisted put or call endorsed or written by a broker or dealer,
deducting 15 percent (or such other percentage required by paragraphs (c)(2)(vi) (A)-(K) of 17 CFR
240.15c3-1) of the market value of the underlying security, not to exceed any value attributed to such option
in paragraph (c)(2)(i) of 17 CFR 240.15c3-1.

* * * * *

Certain Security Positions With offsetting Options

(9) Where a broker or dealer is long a security for which he is also long a listed put (such broker or dealer
may in addition be short a call), deducting, after the adjustments provided in paragraph (b) of this appendix
(A), 15 percent of the market value of the long security position not to exceed the amount by which the market
value of equivalent units of the long security position exceeds the exercise value of the put. If the exercise
value of the put is equal to or exceeds the market value of equivalent units of the long security position, no
percentage deduction shall be applied.

* * * * *
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(10) Where a broker or dealer is short a security for which he is also long a listed call (such broker or dealer
may in addition be short a put deducting), after the adjustments provided in paragraph (b) of the appendix
(A) 15 percent of the market value of the short security position not to exceed the amount by which the
exercise value of the long call exceeds the market value of equivalent units of the short security position. If
the exercise value of the call is less than or equal to the market value of equivalent units of the short security
position no percentage deduction shall be applied.

4. By amending §240.15c3-1c by revising paragraph (b)(1), as follows:

§240.15c3-1c Consolidated computations of not Capital and aggregate indebtedness for certain
subsidiaries and affiliates (Appendix C to 17 CFR 240.15C3-1).

* * * * *

Required Counsel Opinions

(b) (1) If the consolidation, provided for in paragraph (a) of this section of any such subsidiary or affiliate
results in the increase of the broker's or dealer's net capital or the decrease of the broker's or dealers
minimum net capital requirement under paragraph (a) of 17 CFR 240.15c3-1, and an opinion of counsel
described in paragraph (b)(2) has not been obtained, such benefits shall not be recognized in the broker's or
dealers computation required by this section.

* * * * *

5. By amending §240.15c3-1d by revising paragraphs (b)(6)(iii), (b)(7). (b)(8), (b)(10)(ii)(b), (c)(2), (c)(5)(i),
and (c)(5)(ii)(A) as follows:

§240.1Sc3-1d Satisfactory subordination agreements (appendix D to 17 CFR 240.15c3-1).

* * * * *

(b) (6) * * *

(iii) The secured demand note agreement may also provide that, in lieu of the procedures specified in the
provisions required by paragraph (b)(6)(ii) of this section, the lender with the prior written consent of the
broker or dealer and the Examining Authority for the broker or dealer may reduce the unpaid principal amount
of the secured demand note. After giving effect to such reduction: the aggregate indebtedness of the broker
or dealer may not exceed 1000 percent of its net capital, or, in the case of a broker or dealer operating
pursuant to paragraph (a)(1)(ii) of 17 CFR 240.15c3-1, net capital may not be less than the greater of 5
percent of aggregate debit items computed in accordance with 17 CFR 240.15c3-3a, or, if registered as a
futures commission merchant, 7 percent of the funds required to be segregated pursuant to the Commodity
Exchange Act and the regulations thereunder (less the market value of commodity options purchased by
option customers subject to the rules of a contract market each such deduction not to exceed the amount of
funds in the option customer's account). No single secured demand note shall be permitted to be reduced by
more than 15 percent of its original principal amount and after such reduction no excess collateral may be
withdrawn. No Examining Authority shall consent to a reduction of the principal amount of a secured demand
note if, after giving effect to such reduction, net capital would be less than 120 percent of the minimum dollar
amount required by 17 CFR 240.15c3-1.

Permissive Prepayments

(7) A broker or dealer at its option but not at the option of the lender may, if the subordination agreement so
provides, make a payment of all or any portion of the Payment Obligation thereunder prior to the scheduled
maturity date of such Payment Obligation (hereinafter referred to as a “Prepayment”), but in no event may
any Prepayment be made before the expiration of one year from the date such subordination agreement
became effective. This restriction shall not apply to temporary subordination agreements which comply
with the provisions of paragraph (c)(5) of this appendix D. No Prepayment shall be made, if, after giving
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effect thereto (and to all Payments of Payment Obligations under any other subordinated agreements then
outstanding the maturity or accelerated maturities of which are scheduled to fall due within six months
after the date such Prepayment is to occur pursuant to this provision or on or prior to the date on which the
Payment Obligation in respect of such or on or prior to the date on which the Payment Obligation in respect of
such or on prior to the date on which the Payment Obligation in respect of such Prepayment is scheduled to
mature disregarding this provision, whichever date is earlier) without reference to any projected profit or loss
of the broker or dealer, either.

(i) aggregate indebtedness of the broker or dealer would exceed 1000 percent of its net capital or its net
capital would be less than 120 percent of the minimum dollar amount required by 17 CFR 240.15c3-1 or,
in the case of a broker or dealer operating pursuant to paragraph (a)(1)(ii) of 17 CFR 240.15c3-1, its net
capital would be less than the greater of 5% of its aggregate debit items computed in accordance with 17
CFR 24O.15c3-3a, or if registered as a futures commission merchant 7 percent of the funds required to be
segregated pursuant to the Commodity Exchange Act and the regulations thereunder (less the market value
of commodity options purchased by option customers subject to the rules of a contract market, each such
deduction not to exceed the amount of funds in the option customer's account), or

(ii) its net capital would be less than 120 percent of the minimum dollar amount required by paragraph (a)(1)
(ii) of 17 CFR 240.15c3-1. Notwithstanding the above, no Prepayment shall occur without the prior written
approval of the Examining Authority for such broker or dealer.

Suspended Repayment

(8) The Payment Obligation of the broker or dealer in respect of any subordination agreement shall be
suspended and shall not mature if, after giving effect to Prepayment of such Payment Obligation (and to all
Payments of Payment Obligations of such broker or dealer under any other subordination agreement(s) then
outstanding which are scheduled to mature on or before such Payment Obligation) either:

(i) the aggregate indebtedness of the broker or dealer would exceed 1200% of its net capital, or in the case
of a broker or dealer operating pursuant to paragraph (a)(1(ii)) of 17 CFR 240.15c3-1, its net capital would be
less than the greater of 5 percent of aggregate debit items computed in accordance with 17 CFR 240.15c3-3a
or, if registered as a futures commission merchant, 6 percent of the funds required to be segregated pursuant
to the Commodity Exchange Act and the regulations thereunder (less the market value of commodity options
purchased by option customers subject to the rules of a contract market, each such deduction not to exceed
the amount of funds in the option customer's account), or

(ii) its net capital would be less than 120 percent of the minimum dollar amount required by 17 CFR
240.15c3-1 including paragraph (a)(1)(ii) if applicable. The subordination agreement may provide that if
the Payment Obligation of the broker or dealer thereunder does not mature and is suspended as a result
of the requirement of this paragraph (b)(8) for a period of not less than six months, the broker or dealer
shall thereupon commence the rapid and orderly liquidation of its business, but the right of the lender to
receive payment, together with accrued interest or compensation, shall remain subordinate as required by the
provisions of 17 CFR 240.15c3-1 and §240.15c3-1d.

* * * * *

(10) (ii) * * *

(B) The aggregate indebtedness of the broker or dealer exceeding 1500 percent of its net capital or, in the
case of a broker or dealer which has elected to operate under paragraph (a)(1)(ii) of 17 CFR 240.15c3-1, its
net capital computed in accordance therewith is less than the greater of 2 percent of its aggregate debit items
computed in accordance with 17 CFR 240.15c3-3a, or, if registered as a futures commission merchant, 4
percent of the funds required to be segregated pursuant to the Commodity Exchange Act and the regulations
thereunder (less the market value of commodity options purchased by option customers on or subject to the
rules of a contract market, each such deduction not to exceed the amount of funds in the option customer's
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account), throughout a period of 15 consecutive business days, commencing on the day the broker or dealer
first determines and notifies the Examining Authority for the broker or dealer, or the Examining Authority of
the Commission first determines and notifies the broker or dealer of such fact;

* * * * *

(c) * * *

Notice of Maturity or Accelerated Maturity

(2) Every broker or dealer shall immediately notify the Examining Authority for such broker or dealer if, after
giving effect to all payments of Payment Obligations under subordination agreements then outstanding which
are then due or mature within the following six months without reference to any projected profit or loss of the
broker or dealer:

(i) either the aggregate indebtedness of the broker or dealer would exceed 1200 percent of its net capital or
its net capital would be less than 120 percent of the minimum dollar amount required by 17 CFR 240.15c3-1,
or, in the case of a broker or dealer operating pursuant to paragraph (a)(1)(ii) of 17 CFR 240.15c3-1, its net
capital would be less than the greater of 5 percent of aggregate debit items computed in accordance with 17
CFR 24O.15c3-3a, or, if registered as a futures commission merchant, 6 percent of the funds required to be
segregated pursuant to the Commodity Exchange Act and the regulations thereunder (less the market value
of commodity options purchased by option customers on or subject to the rules of a contract market, each
such deduction not to exceed the amount of funds in the option customer's account), or

(ii) less than 120 percent of the minimum dollar amount required by paragraph (a)(1)(ii) of 17 CFR
240.15G3-1.

* * * * *

Temporary and Revolving Subordination Agreements

(5) (i)For the purpose of enabling a broker of dealer to participate as an underwriter of securities or other
extraordinary activities in compliance with the net capital requirements of 17 CFR 240.15c3-1, a broker
or dealer shall be permitted, on no more than three occasions in any 12 month period, to enter into a
subordination agreement on a temporary basis which has a stated term of no more than 45 days from the
date such subordination agreement became effective. This temporary relief shall not apply to a broker
or dealer if, at such time, it is subject to any of the reporting provisions of 17 CFR 240.17a-11 under the
Securities Exchange Act of 1934, irrespective of its compliance with such provisions, or if immediately prior to
entering into such subordination agreement either:

(A) the aggregate indebtedness of the broker or dealer exceeds 1000 percent of its net capital or its net
capital is less than 120 percent of the minimum dollar amount required by 17 CFR 240.15c3-1, or

(B) in the case of a broker or dealer operating pursuant to paragraph (a)(1)(ii) of 17 CFR 240.15c3-1, its net
capital is less than 5 percent of aggregate debits computed in accordance with 17 CFR 240.15c3-3a, or, if
registered as a futures commission merchant, its net capital is less than 7 percent of the funds required to
be segregated pursuant to the Commodity Exchange Act and the regulations thereunder (less the market
value of commodity options purchased by option customers on or subject to the rules of a contract market,
each such deduction not to exceed the amount of funds in the option customers account), or is less than 120
percent of the minimum dollar amount required by paragraph (a) of this section, or

(C) the amount of its then outstanding subordination agreements exceeds the limits specified in paragraph
(d) of 17 CFR 240.15c3-1. Such temporary subordination agreement shall be subject to all other provisions of
this appendix D.

(ii) * * *
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(A) After giving effect thereto (and to all Payment Obligations under any other subordinated agreements then
outstanding, the maturity or accelerated maturities of which are scheduled to fall due with six months after the
date such prepayment is to occur pursuant to this provision or on or prior to the date on which the Payment
Obligation in respect of such prepayment is scheduled to mature disregarding this provision, whichever date
is earlier) without reference to any projected profit or loss of the broker or dealer, either:

(1) aggregate indebtedness of the broker or dealer would exceed 900 percent of its net capital or its net
capital would be less than 200 percent of the minimum dollar amount required by 17 CFR 240.15c3-1,
or in the case of a broker or dealer operating pursuant to paragraph (a)(1)(ii) of 17 CFR 240.15c3-1, its
net capital is less than the greater of 6 percent of aggregate debits computed in accordance with 17 CFR
240.15c3-3a, or, if registered as a futures commission merchant, 10 percent of the funds required to be
segregated pursuant to the Commodity Exchange Act and the regulations thereunder (less the market value
of commodity options purchased by option customers on or subject to the rules of a contract market, each
such deduction not to exceed the amount of funds in the option customers account); or

(2) less than 200 percent of the minimum dollar amount required by paragraph (a)(1)(ii) of this section or

* * * * *

6. By adding §240.15c3-1e as follows:

§240.15c3-1e Temporary minimum requirements (Appendix E to 17 CFR 240.15c3-1e).

Brokers or Dealers That Carry Customer Accounts Aggregate Indebtedness Method

(a) A broker or dealer that falls within the provisions of paragraph (a)(2)(i), of Rule 15c3-1 and computes
his required net capital under Rule 15c3-1(a)(1)(i) shall maintain net capital not less than the greater of the
amount computed under that paragraph (a)(1)(i) or:

(1) $25,000 until December 31, 1990;

(2) $81.250 after January 1, 1991 but until December 31, 1991;

(3) $137,500 after January 1, 1992 but until December 31, 1992;

(4) $193,750 after January 1, 1993, but until December 31, 1993; and

(5) $250,000 after January 1, 1994.

Brokers or Dealers That Carry Customer Accounts

Alternative Method

(b) A broker or dealer that elects the provisions of Rule 15c3-1(a)(1)(ii) shall maintain net capital of not less
than the greater of the amount computed under that paragraph (a)(1)(ii) or:

(1) $100,000 until December 31, 1990;

(2) $137,500 after January 1, 1991 but until December 31, 1991;

(3) $175,000 after January 1, 1992 but until December 31, 1992;

(4) $212,500 after January 1, 1993 but until December 31, 1993; and

(5) $250,000 after January 1, 1994.

Broker-Dealers That Carry Customer Accounts, But Do Not Generally Hold Customer Funds or
Securities and Dealers, Underwriting and Arbitragers

(c) A broker or dealer that falls within the provisions of Rule 15c3-1(a)(2) (ii) or (iii) shall maintain net capital
not less than the greater of the amount computed under Rule 15c3-1(a)(1)(i) or:

(1) $25,000 until December 31, 1990;
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(2) $43,750 after January 1, 1991 but until December 31, 1991;

(3) $62,500 after January 1, 1992 but until December 31, 1992;

(4) $81,250 after January 1, 1993 but until December 31. 1993; and

(5) $100,000 after January 1, 1994.

Introducing Brokers That Routinely Receive Customer Funds or Securities

(d) An introducing broker that falls within the provisions of Rule 15c3-1(a)(2)(iv) shall maintain net capital of
not less than the greater of the amount computed under Rule 15c3-1(a)(1)(i) or 1/4 percent of debit balances
in introduced customers' cash and margin accounts plus:

(1) $25,000 until December 31, 1990,

(2) $43,750 after January 1, 1992 but until December 31, 1991;

(3) $62,500 after January 1, 1992 but until December 31, 1992;

(4) $81,250 after January 1, 1993 but until December 31, 1993; and

(5) $100,000 after January 1, 1994.

Introducing Brokers That Do Not Routinely Receive Customer Funds or Securities

(e) An introducing broker that falls within the provisions of Rule 15c3-1(a)(2)(vi) shall maintain net capital of
not less than the greater of the amount computed under Rule 15c3-1(a)(1)(i) or 1/4 percent of debit balances
in introducing customers' cash and margin accounts plus:

(1) $5,000 until December 31, 1990,

(2) $16,250 after January 1, 1991 but until December 31, 1991;

(3) $27,500 after January 2, 1992 but until December 31, 1992;

(4) $38,750 after January 1, 1993 but until December 31, 1993; and

(5) $50,000 after January 1, 1994.

Brokers or Dealers Engaged Solely in the Sale of Redeemable Shares of Registered
Investment Companies and Certain Other Share Accounts

(f) A broker or dealer that falls within the provisions of Rule 15c3-1(a)(2)(vii) shall maintain net capital of not
less than the greater of the amount computed under Rule 15c3-1(a)(1)(i) or:

(1) $2,500 until December 31, 1990;

(2) $8,125 after January 1, 1991 but until December 31, 1991;

(3) $13,750 after January 2, 1992 but until December 31, 1992;

(4) $19,375 after January 1, 1993 but until December 31, 1993;

(5) $25,000 after January 1, 1994.

* * * * *

By the Commission.

Dated: September 15, 1989.

Jonathan G. Katz,

Secretary.

[FR Doc. 89-23022 Filed 9-29.—89; 8:45 am]
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Footnotes

1  Plus 1/4 percent of introduced customers' debit balances
1  See Securities Exchange Act Rule 15c3-1(a); 17 CFR 240.15c3-1(a).
2  See Securities Exchange Act Rule 15c3-3a; 17 CFR 240.15c3-3a.
3  See Securities Exchange Act Rule 15c3-1(a)(2); 17 CFR 240.15c3-1(a)(2).
4  See Securities Exchange Act Rule 15c3-1(a)(4); 17 CFR 240.15c3.-1(a)(4).
5  Securities Exchange Act Rule 15c3-1(c)(2)(vi)(J) sets forth the deduction for equity securities positions

and other securities positions that are not otherwise specifically provided for in Rule 15c3-1. That
deduction is "30 percent of the market value of the greater of the long or short positions and to the
extent the market value of the lesser of the long or short positions exceeds 25 percent of the market
value of the greater of the long or short positions, there shall be a percentage deduction on such excess
equal to 15 percent of the market value of such excess." Securities Exchange Act Rule 15c3-1(f)(3)(ii)
sets forth the deduction incurred by broker-dealers that elect the alternative method for securities that
would otherwise incur a deduction under subparagraph (c)(2)(vi)(J). Subparagraph (f)(3)(ii) requires the
electing broker-dealer to deduct 15 percent of the market value of long positions and 30 percent of the
market value of short positions but only to the extent those short positions exceed 25 percent of the long
positions

6  See Report of Special Study of Securities Markets of the Securities and Exchange Commission 88th
Cong., 1st Sess., H.R. No. 95, April 3, 1963.

7  See note 14, infra.
8  Review of SEC Records of the Demise of Selected Broker-Dealers, Staff Study for the Special

Subcommittee on Investigations of the Committee on Interstate and Foreign Commerce, House of
Representatives, 92nd Cong, 1st Sess., pg. 33 (July 1971).

9  Study of Unsafe and Unsound Practices of Brokers and Dealers, Report and Recommendations of the
Security and Exchange Commission, H.R. Doc. No. 231, 92d Cong., 1st Sess. 13 (1971).

10  See Practices Study at p. 164.
11  Under the Securities Investor Protection Act of 1970 ("SIPA"), SIPC maintains a fund consisting primarily

of assessments received from its member broker-dealers. From that fund SIPC makes advances
to customers, as defined in SIPA, of failed broker-dealers. In the event the SIPC fund should prove
inadequate, SIPC may, through the Commission, borrow up to $1 billion from the U.S. Government. See
Securities Investor Protection Act of 1970, Sec. 4(h).

12  Id.
13  Securities Exchange Act Release No. 9633, June 14, 1972, (37 FR 11970, June 16, 1972).
14  The absolute minimum of $25,000 under the basic method was adopted in 1972 (See footnote 12). The

$100,000 absolute minimum under the alterative method was adopted in 1975 (Securities Exchange
Act Release No. 11497 (June 26,1975), 40 FR 29795, (July 26 1975)). The $5.000 minimum currently
applicable to most broker-dealers that do not hold customer funds and securities was adopted in 1905.
At that time, the $5,000 minimum was applicable to all broker-dealers except those that limited their
activities to transactions in shares of registered investment companies and federally insured savings and
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loan associations. (See Securities Exchange Act Release No. 7611, May 26, 1965, 30 FR 7276 June 2,
1965.)

15  The Consumer Price Index (CPI) in February 1976 was an adjusted 55.8 (based on a 1982-84 base
year) and 121.6 in February 1989. This is an increase of 117.9 percent. See Department of Labor,
Bureau of Labor Statistics, CPI. The Commission requests comment on whether the minimum net
capital requirements should be regularly adjusted to take into account the effect of inflation. In this
connection, should capital levels in the future automatically be adjusted or indexed to the rate of
inflation? Commentators favoring indexing of minimum capital requirements should also indicate what
measure they believe should be used by the Commission to index capital requirements and how often
they believe adjustments based on the rate of inflation should be made.

16  See Letter from John E. Pinto, Executive Vice President, Compliance, NASD, to Michael Macchiaroli,
Assistant Director, Division of Market Regulation, SEC, dated May 31, 1989.

17  See Comment letter to John Wheeler, Secretary, SEC, from Michael Minikes, Chairman. Capital
Committee, SIA, dated July 26, 1985, concerning Concept Release, File No. S7-3-85, p. 8.

18  See Comment letter to John Wheeler, Secretary, SEC, dated July 31, 1985, from James Buck,
Secretary, NYSE, concerning Concept Release, File No. S7-3-85, pp. 3-4.

19  Under Section 9 of SIPA, SIPC makes advances to customers of a broker-dealer that is the subject
of a SIPC proceeding. SIPC makes those advances from the SIPC fund. The SIPC fund had been
established through assessment of SIPC, member broker-dealers. (See Section 4 of SIPA).

20  In this regard, the number of SIPC customer protection proceedings commenced in 1987 and 1988 is the
lowest for any two-year period in SIPC's history. And the SIPC fund is at its highest level ever. See SIPC
Annual Report 1988. P3.

21  A contractual commitment haircut is a percentage deduction from net worth which must be taken by a
broker-dealer that has open contractual commitments. Currently, the net capital rule requires that the
appropriate haircut be applied to these positions reduced by any unrealized profits that the broker-dealer
may have in these commitments. See Rule 15c3-1(c)(2)(viii) (17 CFR 240.15c3-1(c)(2)(viii)).

22  See The October 1987 Market Break, a Report by the Division of Market Regulation of the U.S.
Securities and Exchange Commission, February 1988 ("The Market Break Report"). Approximately
55 firms that introduced customer transactions on a fully disclosed basis to a clearing broker-dealer
ceased operations because of violations of the net capital rule caused by losses directly related to the
October 1987 market break. Most of the losses resulted from defaults by customers that failed to make
payment to the clearing broker-dealers for which the introducing broker-dealers were contractually liable.
At least eleven of the fifty-five introducing firms made markets in OTC securities. The losses sustained
by these firms were a result of unsecured customer debits for which they were contractually liable and
declines in the market value of proprietary inventory. Three of the 55 firms also suffered substantial
trading losses related to their options market making business. See p. 5-9 of the Report. Approximately
forty percent of the introducing firms that ceased operations re-opened within a week after they ceased.
A number of firms forced to close because of unsecured customer debits were able to increase their net
capital and therefore re-open by entering into subordination agreements with their cleaning brokers. The
remaining firms were able to acquire additional capital sufficient to bring them into compliance with the
Commission's rules.

23  During the October 1987 market break. Haas Securities Corporation, a market maker in 11 securities
and a member of the NYSE, ceased operations. Haas introduced customer transactions on a fully
disclosed basis to L.F. Rothschild. As a result of unsecured customer accounts introduced by Haas.
Rothschild incurred a reduction in net capital of between $15 and $20 million. See Market Break Report
pg. 5-11.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

860

http://prod.resource.cch.com/resource/scion/citation/pit/17CFR240.15c3-1%28c%29%282%29%28viii%29/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


24  Under the net capital rule, a bona fide clearing deposit made by an introducing firm with a clearing firm is
treated as asset readily convertible into cash and therefore part of the net capital of the introducing firm.
See Rule 15c3-1(c)(2)(iv)(E).

25  In a firm commitment underwriting, the underwriters agree to buy the entire issue of a security from the
issuing corporation at a specified price. The current net capital rule allows introducing broker-dealers to
participate in underwritings only on a "best efforts" or "all or nothing" basis. The Commission proposes
that as long as the firm is only a selling dealer, i.e. purchases the issue from the statutory underwriter
and not the issuer in order to sell, it can participate in firm commitment underwritings.

26  See Market Break Report at p. 5-15.
27  See File No. SR-NASD-88-1, Securities Exchange Act Release No. 25791 (June 9, 1980).
28  See Report of Special Committee of the Regulatory Review Task Force on the Quality of Markets, NASD

publication. 1988.
29  See Market Break Report at p. 5-7.
30  To qualify presently for a $5,000 minimum net capital requirement under paragraph (a)(2) of Rule

15c3-1,in addition to not carrying customer accounts, the broker-dealer must limit itself to certain
specified activities in paragraph (a)(2). The Division has issued no-action positions that make the $5,000
minimum requirement available to certain firms that do not handle customer funds or securities, but
engage in activities not specified in paragraph (a)(2).

31  See Appendix D to the net capital rule. rule 15c3-1d.
32  Under Securities Exchange Act Rule 17a-5(17 CFR 240.17a-5), registered broker-dealers are required

to file reports containing certain financial and operational information with both their designated
examining authority and the Commissions. These reports are filed on the Uniform Financial and
Operational Combined Uniform Single Report (commonly known as the FOCUS report).

33  See 17 CFR 240.17a-11.
34  See note 4, supra.
35  Under the proposed amendments, the broker-dealer would notify only its designated examining

authority, and not the Commission (as is currently the case), of its election to operate under the
alternative method.

36  See Rule 15c3-1(f)(5)(iv).
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October 13, 1989

  

Market Surveillance

MOC ORDERS LIQUIDATING INDEX STRATEGIES MUST BE IN BY 3 PM SEE PAGES 1 and 2 FOR NEW
PROCEDURES

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Procedures for Handling Market-on-Close Orders on October 20, 1989 (“Expiration Friday”)

Members and member organizations are reminded that the closing procedures for expiration Fridays were
revised beginning with the June 16, 1989 expiration. The Exchange will again implement those revised
closing Procedures on expiration Friday, October 20, 1989, as listed below:

PROCEDURES RELATING TO THE CLOSE

The Exchange has determined to implement the quarterly triple expiration Friday procedures for market-on-
close (“MOC”) orders each monthly expiration Friday and expand the scope of applicable MOC orders to
those relating to a strategy involving any stock index futures, stock index options, or options on stock index
futures, in the pilot stocks. These procedures have been filed as a rule with the SEC and were effective
beginning the November 18, 1988 monthly expiration Friday.

In addition, beginning with the June 16, 1989 expiration, the Exchange has determined to change the cut-off
time to 3:00 p.m. for the entry of MOC orders that relate to a strategy including any stock index futures, stock
index options or options on stock index futures in the pilot stocks. These revised closing procedures will again
be implemented with the October 20, 1989 expiration.

Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders on so-called “expiration
Fridays” (the Fridays preceding the expiration or settlement of options or futures contracts based on a stock
index). The procedures, which may be used only on expiration Fridays, are intended to provide an orderly
means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

Pilot Stocks

For the purpose of facilitating the publication of any significant order imbalance in one of the Pilot Stocks (see
attached list), you must as stated above, enter all MOC orders, in positions relating to a strategy involving any
stock index futures, stock index options, or options on stock index futures, by 3:00 p.m. eastern time. It should
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be noted that, pursuant to Rule 13, an order for execution at the close may only be entered for execution at-
the-market; “limit-at-the-close” orders are not permitted.

As soon as possible after 3:00 p.m., the Exchange will publish on the tape any imbalance of MOC orders
of 50,000 shares or more that existed at 3:00 p.m. in those pilot stocks. Additionally, as soon as possible
after 3:00 p.m. the Exchange will again publish on the tape any imbalance of MOC orders of 50,000 shares
or more that existed at 3:00 p.m. For those pilot stocks that had imbalance notices published at 3:00 p.m.
and there is no imbalance of 50,000 shares or more at 3:30 p.m. the Exchange will publish a “No Imbalance”
message. No MOC orders will be permitted in those pilot stocks that have a “No imbalance” message
disseminated. While MOC orders previously entered may be cancelled or reduced in size, once such
publication has been made, any MOC orders subsequently entered will be accepted only to trade on the
opposite side of the market in relation to such published imbalance. The liquidation of positions relating to a
strategy involving any stock index futures, stock index options, or options on stock index futures using MOC
orders entered after 3:00 p.m. is not permitted, even if such orders might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:30 p.m. may not reflect the imbalance that exists at the close.

These procedures relate only to the pilot stocks. Regular procedures will apply to all other listed securities.

Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.”

Where the aggregate size of buy MOC orders in a stock equals the, aggregate size of sell MOC orders, they
may be “stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to
the close of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as
“stopped stock.”

“G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

863

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE13/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D11%28a%29%281%29%28G%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE90/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D11%28a%29%281%29%28G%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Rules 9a-2, 10a-1, 10b-5, as well
as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Michael Seeley at (212) 656-6531 or Mr.
David Leibowitz at (212) 656-4588.

Robert J. McSweeney

Senior Vice President

                                

Attachments

                 

Expiration Friday Pilot Stocks - October 20, 1989

ABT           ABBOTT LABORATORIES

AXP           AMERICAN EXPRESS COMPANY

AHP           AMERICAN HOME PRODUCTS CORPORATION

AIG           AMERICAN INTERNATIONAL GROUP INC.

T             AMERICAN TELEPHONE AND TELEGRAPH

AIT           AMERITECH

AN            AMOCO CORPORATION

BUD           ANHEUSER BUSCH COMPANIES INC.

ARC           ATLANTIC RICHFIELD COMPANY
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BEL           BELL ATLANTIC CORPORATION

BLS           BELL SOUTH CORPORATION

BA            BOEING COMPANY

BMY           BRISTOL MYERS COMPANY

CHV           CHEVRON CORPORATION

CCI           CITICORP

KO            COCA COLA COMPANY

DEC           DIGITAL EQUIPMENT CORP.

DOW           DOW CHEMICAL COMPANY

DD            DU PONT COMPANY

DNB           DUN AND BRADSTREET CORPORATION

EK            EASTMAN KODAK COMPANY

LLY           ELI LILLY AND COMPANY

XON           EXXON CORPORATION

F             FORD MOTOR COMPANY

GE            GENERAL ELECTRIC COMPANY
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GM            GENERAL MOTORS CORPORATION

GTE           GTE CORPORATION

HWP           HEWLETT PACKARD COMPANY

IBM           INTERNATIONAL BUSINESS MACHINES CORP.

IP            INTERNATIONAL PAPER COMPANY

JNJ           JOHNSON AND JOHNSON

MCD           MCDONALDS CORPORATION

MRK           MERCK AND COMPANY INC.

MMM           MINNESOTA MINING AND MANUFACTURING

MOB           MOBIL CORPORATION

NYN           NYNEX CORPORATION

PAC           PACIFIC TELESIS GROUP

PEP           PEPSICO INC.

1PFE          PFIZER INC.

MO            PHILIP MORRIS COS. INC. HOLDING CO.

PG            PROCTER AND GAMBLE COMPANY
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RD            ROYAL DUTCH PETROLEUM COMPANY

\1/SLB        SCHLUMBERGER LTD.

S             SEARS ROEBUCK AND COMPANY

SBC           SOUTHWESTERN BELL CORPORATION

TX            TEXACO INC.

UN            UNILEVER N.V. ADRS

USW           U.S. WEST INC.

X             USX CORPORATION

WMT           WAL MART STORES INC.

DIS           WALT DISNEY COMPANY

              WASTE MANAGEMENT INC.

WMX

\1/ These two stocks were added to the list, and SQB was deleted.

This list consists of the 50 highest weighted S&P 500 stocks, based on market values as of October 6, 1989,
and the 20 Major Market Index stocks.

MEMORANDUM

Date: October 10, 1989

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market-on-Close (MOC) Orders
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MOC Orders

Q. When can a specialist print “paired-off” market-on-close orders as “stopped stock”?

A. The special “stopped stock” procedure for Market on Close orders is used only 12 times a year on
“expiration days”, usually the 3rd Friday of each month.

Q. On expiration days, how do you determine the price at which to print the “stopped stock”?

A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

Q. If there was no MOC imbalance of 50,000 or more shares in a pilot stock at 3 p.m., but due to
MOC order cancellations, an imbalance of 50,000 or more shares exists at 3:30 p.m., should it be
disseminated?

A. Yes. Subsequently, contra side MOC orders may be entered.

Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

Example #1 200,000 buy MOC

50,000 sell MOC

50,000 sell plus MOC

25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000 - S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted since it does not offset the imbalance.

Example #2 100,000 sell MOC

50,000 buy MOC

25,000 buy minus MOC

25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000 - B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted since it does not offset the imbalance.

Q. How are buy minus/sell plus Market-on-Close orders handled on Expiration Fridays?

Example: Market 20 1/4- 1/2 - last sale 20 3/8

A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus order would
go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the other hand, if the
20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus order would go ahead of
the 20 1/2 limit sell orders on the book because it should be treated like a market order. Similarly, a market-
on-close buy minus order would be treated as a limit order if the last sale was on a “plus” or “zero plus”, going
behind any buy orders limited at 20 1/4. If the last sale was on a “minus” or “zero minus” tick, the market-on-
close buy minus order would be treated as a market order and executed ahead of 20 1/4 limit buy orders on
the book.
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Q. How do you determine the price at which MOC orders are executed on non-expiration days?

A. Again, the general rule of thumb is imbalance creates price change while a perfect pair-off creates no
change in price.

Non-Expiration Day

Examples:

Mkt. 24 - 1/8 20,000×30,000

Last Sale 24 1/8-a zero minus tick

Example A: Sell 20,000 MOC; Buy 25,000 MOC

Imbalance Rules - 20,000sells at 24 then 25,000 trades at 24 1/8 - Last 24 1/8+

Example B: Sell 20,000 MOC; Buy 15,000 MOC

Imbalance Rules Again - 15,000 trades 24 1/8then 20,000 sells at 24 - Last 24 -

Example C: Sell 10,000 MOC; Buy 10,000 MOC

No Imbalance of supply and demand so market should return to price prior to market-on-close.

So: 10,000 sells at 24 the 10,000 trades at 24 1/8 - Last 24 1/8+

•In all 1/8 point examples it is assumed there is a Public Bid and Public Offer. If it is the Specialist Bid or Offer,
he must yield to the pair-off, since he is Agent for those orders.

Q. What if the quotation spread is 1/4 or more?

A. Ideally, the specialist should offset the imbalance and cross the entire amount inside the existing quote.
Where market conditions or rules do not facilitate such an offset, the “paired-off” portion could be crossed 1/8
point away from the indicated closing price with the imbalance setting the closing sale.

Non-Expiration Day

Examples:

Mkt. 24 - 1/4 100,000×100,000

Last 24 1/4 - a minus tick

Example A: Sell 20,000 MOC Buy 25,000 MOC

(Assume specialist short)

Imbalance sets close - 20,000 sells at 24 1/8 then 5,000 trades at 24 1/4, last 24 1/4+

Example B: Sell 100,000 MOC Buy 55,000 MOC

if specialist does not “cross” the entire amount at 24 1/8

Imbalance sets close - 55,000 sells at 24 1/8 then 45,000 trades at 24; last 24 -

Example C: Sell 20,000 MOC Buy 20,000 MOC

No imbalance

20,000 sells at 24 1/8; last 24 1/8 -

Q. How will the specialist determine which orders receive which prices?

A. While all MOC orders become effective simultaneously, it would be consistent with NYSE policy to allocate
the most advantageous prices to the orders received earliest.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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October 6, 1989

  

Member Firm Regulation

 Please Route to Margin, Cashier, Compliance Account Transfer (412) and Data Processing Departments

To: MEMBERS AND MEMBER ORGANIZATIONS

Attention: Chief Operations Officers/Partners

Subject: Conversion of Underwood Neuhaus & Co. Inc. Accounts to Kemper Clearing Corp.

Commencing November 6, 1989, all customers of Underwood Neuhaus & Co. Inc. (Underwood) will be able
to enter buy and sell orders through Lovett Mitchell Webb & Garrison Inc. (Lovett) which clears accounts
through Kemper Clearing Corp. (Kemper). These orders will settle and accounts will be converted on
November 13, 1989.

Member organizations contemplating a customer account transfer utilizing the Automated Customer Account
Transfer System (ACATS) may submit the Transfer Instruction Form (TIF) to Underwood for processing until
November 3. After such date any TIF submitted to Underwood will be returned to the submitting organization.
Lovett and Kemper cannot process these transfer requests until the accounts settle on their books. Therefore,
member organizations are requested to hold these TIF's and submit them to Kemper (Clearing #262) after
November 13. Kemper will be able to process such TIF's based on Underwood account numbers.

Questions relating to the conversion should be directed to Virginia Mitchell at (212) 656-2227 or Charles
Jordan at (212) 656-5707. Questions concerning Rule 412 procedures should be directed to Rudolph
Schreiber at (212) 656-5226.

Salvatore Pallante

Vice President
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September 28, 1989

  

Member Firm Regulation

PLEASE ROUTE TO TRADING, CREDIT, OPERATIONS AND COMPLIANCE PARTNER/OFFICER

 SUBJECT: SPECIAL REQUIREMENTS FOR INTERNATIONAL MUTUAL FUNDS

As a result of recent activity in a number of Exchange traded international mutual funds (e.g. funds that
invest in the securities of a single country), it is appropriate to remind members and member organizations of
certain requirements related to short selling and margining of such securities, and to impose special reporting
requirements.

Short Sales

Exchange Rule 440C, “Deliveries Against Short Sales”, requires that member organizations effecting short
sales, either for their own account or for accounts of customers, must be in a position to complete the
transaction. Therefore, no orders to sell short shall be accepted or entered unless prior arrangements to
borrow the stock exist or reliance is made upon other acceptable assurance that delivery can be made on
settlement date.

Further, the Exchange is requesting notification where arrangements have been made to borrow securities to
cover short sales and a party with whom such arrangements have been made is unable to make the loan.

Such reports shall be made for the funds listed below for a period of thirty (30) days following the issuance
of this circular, and shall include the security, number of shares, name of party unable to complete loan and
name of customer effecting the short sale. The reports shall be made by telephone to the Exchange staff
indicated below and confirmed in writing within 24 hours.

Margin Requirements

Exchange Rule 431(d)(3) requires member organizations to establish procedures to “review the need for
instituting higher margin requirements, mark to markets and collateral deposits than are required by this
Rule for individual securities or customer accounts”. In view of the substantial trading activity and volatility in
the subject securities member organizations should review accounts holding these securities to determine
whether any additional requirements are appropriate.

The special reporting requirement and margin requirement reviews detailed above shall apply to the following
international mutual funds:

Asia Pacific Fund (APB)

Austria Fund (OST)

Brazil Fund (BZF)

France Fund (FRN)

Germany Fund (GER)

India Growth Fund (IGF)

Italy Fund (ITA)
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Korea Fund (KF)

Malaysia Fund (MF)

Mexico Fund (MXF)

Scudder New Asia Fund (SAF)

Spain Fund (SNF)

Thai Fund (TTF)

Taiwan Fund (TWN)

United Kingdom Fund (UKM)

Any questions regarding this memorandum and the required telephone reports shall be directed to Richard
Nowicki (212) 656-7683 or Steven Levine (212) 656-7080. The written reports shall be submitted to Credit
Regulation, New York Stock Exchange, Inc., 20 Broad Street, 23 floor, New York, New York 10005.

Salvatore Pallante

Vice President
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September 20, 1989

  

Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, OPERATIONS OFFICER, INTERNAL
AUDIT/COMPLIANCE DEPARTMENTS, LEGAL DEPARTMENTS

SUBJECT: ADOPTION OF RULES CONCERNING UNCOVERED SHORT OPTION ACCOUNTS

The Securities and Exchange Commission recently approved revisions to the rules of the seven options self-
regulatory organizations concerning customer accounts engaged in uncovered short option transactions.
Attached as Exhibit A is a copy of a circular announcing the adoption of these rules by the options self-
regulatory organizations. Also attached, as Exhibit B, is the text of the relevant amendments to Exchange
Rules 721, 722 and 726.

Questions relating to the minimum net equity requirement contained in the amended rules should be directed
to Richard Nowicki at (212) 656-7683. All other questions concerning the amended rules may be directed to
Patricia Pallingayan at (212) 656-2744.

Salvatore Pallante

Vice President

Member Firm Regulation

Exhibit A

AMERICAN STOCK EXCHANGE, INC.

CHICAGO BOARD OPTIONS EXCHANGE MIDWEST STOCK EXCHANGE, INC.

NATIONAL ASSOCIATION OF SECURITIES DEALERS, INC.

NEW YORK STOCK EXCHANGE, INC.

PACIFIC STOCK EXCHANGE INCORPORATED PHILADELPHIA STOCK EXCHANGE, INC.

Adoption of Rules and Guidelines Concerning Uncovered,(Short) Option Accounts

The Securities and Exchange Commission has approved revisions to the rules of the American Stock
Exchange, Chicago Board Options Exchange, Midwest Stock Exchange, National Association of Securities
Dealers, New York Stock Exchange, Philadelphia Stock Exchange and Pacific Stock Exchange concerning
customer accounts engaged in uncovered short option transactions.

The amended rules require that member organizations develop and maintain written procedures for the
approval, review and supervision of customer accounts engaged in uncovered short option transactions.
Additionally, member organizations must establish minimum net equity requirements for opening and
maintaining customer accounts engaged in uncovered short option writing. The revised rules also require
member organizations to distribute to customers a risk disclosure document concerning uncovered option
writing designed to promote increased customer awareness of the risks entailed in such transactions. These
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rules stipulate that writing uncovered short options includes combinations and any other transactions that
involve naked writing.

These guidelines have been jointly prepared by the seven self-regulatory organizations (“SROs”) that have
adopted rules governing their members' conduct with respect to public (non-member) customers' uncovered
(short) transactions in put and call options. The material is intended as a guide for member firms to assist
in complying with applicable rules affecting public customers' uncovered options business. The rules of the
seven SROs that are discussed in the guidelines apply to firms that handle public customers' uncovered
transactions in listed options. To facilitate reference to the underlying rules, each section of these guidelines
includes a footnote, cross referencing the relevant rules of each SRO.

Members must comply with these rule changes by no later than March 1, 1990. The specific rule change
language will be circulated separately by the respective SROS.

Guidelines Concerning Uncovered (Short) Option Accounts

Opening of Accounts, Minimum Net Equity and Delivery of Risk Disclosure Document 1 

The amended rules require member organizations conducting business with the public involving the writing of
uncovered short option contracts to develop, implement and maintain specific written policies and procedures
concerning the conduct of such business. The procedures, at a minimum, must include the following:

Suitability and Account Approval

Members and member organizations are required to have specific written criteria and standards for evaluating
the suitability of customers for writing uncovered short option contracts and for approving such accounts.
Customer suitability criteria for engaging in such transactions would include, but not be limited to, depth of
customer investment experience, net worth, annual income, and investment objectives. The account approval
procedures must include provisions for such accounts to be approved, in writing, by a Registered Options
Principal.

The Senior Registered Options Principal or Compliance Registered Options Principal must be designated
in the written procedures as the person responsible for approving customer accounts for uncovered short
options transactions that do not meet the firm's specific internal suitability criteria and standards. Any
customer who does not meet the suitability requirements and standards must be specifically approved by
the Senior Registered Options Principal or Compliance Registered Options Principal and the reasons for
approving any such account must be in writing and maintained by the member organization.

The specific criteria for evaluating the suitability of uncovered short options transactions for customers must
be applied to accounts approved for uncovered options trading after March 1, 1990.

Minimum Net Equity

The rules of the SROs require a firm to establish minimum net equity standards for the approval of accounts
to effect uncovered short options transactions and for the maintenance of such short options positions in an
approved account. The rules do not specify the method for determining minimum net equity standards nor the
levels of such standards, but provide for member firms to establish their own requirements, which must be
reasonable and equitable.

A firm may establish a minimum dollar amount, a per contract amount (either fixed or escalating with position
size), or apply some combination of these two approaches. The minimum net equity standard may be used
to meet margin requirements or it may be in addition to any margin required. Further, the firm may apply
different standards to various products and the initial level may differ from the maintenance requirement.
Whatever the firm's standard, initial and maintenance requirements for writing uncovered short options
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must be met within the time frames established for initial and maintenance margin (7 and 15 business days,
respectively).

When determining whether an account has met or will meet the net equity standard, account equity may be
computed in only one of three ways: (1) net liquidating equity; (2) excess Regulation T equity; or (3) excess
exchange maintenance margin equity. Neither Regulation T nor exchange maintenance equity alone would

be sufficient, as neither currently includes the value of long or short options. 2 

Additional equity is required on any day when the net equity falls below the firm's requirement causing a
deficiency in the account. Any deficiency must be satisfied within the required time frames.

The member organization must obtain from the customer sufficient cash and/or securities to satisfy such
deficiency. For any deficiency not satisfied in full within the required time frame, the member organization
must take appropriate remedial action (i.e., prohibit withdrawals and further uncovered short options
transactions; and/or close the uncovered short options positions carried in the account). Any exceptions to
the firm's policy must be documented and maintained as part of the books and records of the firm. A record of
equity calls must be maintained in a similar fashion as is currently required for margin calls.

The requirement concerning initial minimum net equity applies to customer accounts approved for uncovered
short options trading after March 1, 1990. The minimum net equity maintenance requirement shall apply to all
accounts approved after March 1, 1990, as wen as to existing customer accounts effective March 1, 1990.

Risk Disclosure Document

Member organizations are required to provide customers with a written description of the risks involved in
writing uncovered short transactions, at or prior to the customer's initial uncovered short option transaction.
This disclosure document is in addition to the Options Disclosure Document required under other SRO rules.
3 

A prototype risk disclosure document is attached as Exhibit A and may be used to satisfy this requirement.
Any other format must be substantially similar to the prototype document and must address, to the same
extent and degree, the points set forth therein. Any disclosure documents differing from the prototype must
be submitted prior to its use to either the American Stock Exchange, Chicago Board Options Exchange,
National Association of Securities Dealers or the New York Stock Exchange and will be reviewed by these
self-regulatory organizations jointly.

The requirement to finish the risk disclosure document only applies to customer accounts approved for
uncovered short options trading after March 1, 1990, and does not apply to existing accounts.

Supervision

Member organizations are required to develop and implement specific written procedures for the supervisory

review of customer accounts engaged in uncovered short option transactions. 4   These written procedures
must include provisions for the frequent supervisory review of such accounts.

These rules concerning supervision apply to both customer accounts approved for uncovered options trading
after March 1, 1990, and to existing customer accounts engaged in uncovered short options trading.

Questions Concerning These Guidelines May Be Directed To:

American Stock Exchange, Inc., Roland Wyatt, (212) 306-1506.

Chicago Board Options Exchange, Darrell Dragoo, (312) 786-7050.

National Association of Securities Dealers, Inc., Peter Canada, (202) 728-8479.

New York Stock Exchange, Inc., Richard Nowicki (Net Equity), (212) 656-7683.

New York Stock Exchange, Inc., Pat Pallingayan (AH Other), (212) 656-2744.
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References To SRO's Rules

American Stock Exchange, Inc. - Information Circular No. 89-148

Chicago Board Options Exchange - Information Circular #89-92

Midwest Stock Exchange, Inc. - SEC Release No. 34-27187

National Association of Securities Dealers, Inc. - Notice to Members 89-64

New York Stock Exchange, Inc. - Information Memo #89-39

Pacific Stock Exchange Incorporated - Educational Release EM-89-08

Philadelphia Stock Exchange, Inc. - Circular #54-89

Special Statement for Uncovered Option Writers

There are special risks associated with uncovered option writing which expose the investor to potentially
significant loss. Therefore, this type of strategy may not be suitable for all customers approved for options
transactions.

1. The potential loss of uncovered call writing is unlimited. The writer of an uncovered call is in an extremely
risky position, and may incur large losses if the value of the underlying instrument increases above the
exercise price.

2. As with writing uncovered calls, the risk of writing uncovered put options is substantial. The writer of an
uncovered put option bears a risk of loss if the value of the underlying instrument declines below the exercise
price. Such loss could be substantial if there is a significant decline in the value of the underlying instrument.

3. Uncovered option writing is thus suitable only for the knowledgeable investor who understands the risks,
has the financial capacity and willingness to incur potentially substantial losses, and has sufficient liquid
assets to meet applicable margin requirements. In this regard, if the value of the underlying instrument moves
against an uncovered writer's options position, the investor's broker may request significant additional margin
payments. If an investor does not make such margin payments, the broker may liquidate stock or options
positions in the investor's account, with little or no prior notice in accordance with the investor's margin
agreement.

4. For combination writing, where the investor writes both a put and a call on the same underlying instrument,
the potential risk is unlimited.

5. If a secondary market in options were to become unavailable, investors could not engage in closing
transactions, and an option writer would remain obligated until expiration or assignment.

6. The writer of an American-style option is subject to being assigned an exercise at any time after he has
written the option until the option expires. By contrast, the writer of a European-style option is subject to
exercise assignment only during the exercise period.

NOTE: It is expected that you will read the booklet entitled CHARACTERISTICS AND RISKS OF
STANDARDIZED OPTIONS available from your broker. In particular, your attention is directed to the chapter
entitled Risks of Buying and Writing Options. This statement is not intended to enumerate all of the risks
entailed in writing uncovered options.

Exhibit B

New language underscored

Rule 721. Opening of Accounts

NYSE Rule 721 (a) - (d) [No change.]

(e) Uncovered Short Option Accounts
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Each member and member organization transacting business with the public in writing uncovered short option
contracts shall develop, implement and maintain specific written procedures governing the conduct of such
business which shall include, at least, the following:

1. Specific criteria and standards to be used in evaluating the suitability of a customer for writing uncovered
short option transactions;

2. Specific procedures for approval of accounts engaged in writing uncovered short option contracts,including
written approval of such accounts by a Registered Options Principal;

3. Designation of the Senior Registered Options Principal or the Compliance Registered Options Principal as
the person responsible for approving customer accounts which do not meet the specific criteria and standards
for writing uncovered short option transactions and for maintaining written records of the reasons for every
account so approved;

4. Establishment of specific minimum net equity requirements for initial approval and maintenance of
customer accounts writing uncovered short option transactions; and

5. Requirements that customers approved for writing uncovered short options transactions be provided with a
special written description of the risks inherent in writing uncovered short option transactions, at or prior to the
initial writing of an uncovered short option transaction [See Rule 726(c)).

… Supplementary Material

.10 - .30 [No Change.]

.40 For purposes of Rule 721 (Opening of Accounts), Rule 722 (Supervision of Accounts) and Rule 726
(Delivery of Options Disclosure Document and Prospectus), the term writing uncovered short option positions
shall include combinations and any other transactions which involve naked writing.

Rule 722 Supervision of Accounts

(a) Duty to Supervise; Senior Registered Options Principal

[No change in first paragraph

Every member and member organization shall also develop and implement specific written procedures
concerning the manner of supervision of customer accounts maintaining uncovered short (written) option
positions and specifically providing for frequent supervisory review of such accounts.

Rule 726 Delivery of Options Disclosure Document and Prospectus

(a) - (b) [No change.]

(c) Uncovered Short Options Risk Disclosure

The written description of risks required by Rule 721 shall be in a format prescribed by the Exchange or
in a format developed by the member or member organization, provided it contains substantially similar
information as the prescribed Exchange format and has received prior written approval of the Exchange.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  [See SRO Rules: AMEX 921; MSE 8, Article XLVIII; NASD Rules of Fair practice, Article III, Section 33,
Appendix E, Section 11; NYSE 721; PSE X, 18; PHLX 1024 (b) (v), 1209]
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2  Net Liquidating Equity: adding the value of any long securities (including options), subtracting the value
of any short securities (including options), plus any cash credit balances and minus any cash debit
balances.

Regulation T Excess: The amount of equity in an account that is greater than the amount required
under Regulation T. This will not include either long or short option value. Regulation T margin Equity is
computed by deducting from an account's net liquidating equity the value of long and short options and
adjusting the value of stock and warrant positions that underlie "covered" puts and calls.

Exchange Margin Excess: The amount of Regulation T margin equity in an account that is greater than
exchange maintenance margin requirements. Again, the value of options are excluded.

3  [See SRO Rules: AMEX 926; MSE 8, Article XLVIII; NASD Rules of Fair Practice, Article III, Section 33,
Appendix E, Section 11; NYSE 726; PSE X, 18; PHLX 1024(b)(v), 1029]

4  (See SRO Rules: AMEX 922; MSE 4, XLVII; NASD Rules of Fair Practice, Article III, Sections 27, 28 and
33 and Appendix E, Section 20, NYSE 722; PSE Rule X; PHLX 1025]
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September 15, 1989

  

Member Firm Regulation

 Please Route to Margin, Cashier, Compliance Account Transfer (412) and Data Processing Departments

To: MEMBERS AND MEMBER ORGANIZATIONS

Attention: Chief Operations Officers/Partners

Subject: Conversion of Newhard, Cook & Co., Inc. Accounts to Advest, Inc.

Commencing September 25, 1989, all branches and customers of Newhard, Cook & Co., Inc. (Newhard) will
be able to enter buy and sell orders through Advest, Inc. (Advest). These orders will settle and accounts will
be converted to the books of Advest on October 2, 1989.

Member organizations contemplating a customer account transfer from one of these Newhard branches
utilizing the Automated Customer Account Transfer System (ACATS) may submit the Transfer Instruction
Form (TIF) to Newhard for processing until September 22. After such date any TIF submitted to Newhard will
be returned to the submitting organization. Advest cannot process these transfer requests until the accounts
settle on their books. Therefore, member organizations are requested to hold these TIF's and submit them to
Advest after October 2. Advest will be able to process such TIF's based on Newhard account numbers.

Questions relating to the conversion should be directed to Quincy Brooks at (212) 656-5713.

Questions concerning Rule 412 procedures should be directed to Rudolph Schreiber at (212) 656-5226.

Salvatore Pallante

Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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September 12, 1989

  

Market Surveillance

MOC ORDERS LIQUIDATING INDEX STRATEGIES MUST BE IN BY 3 PM SEE PAGES 3 and 4 FOR PROCEDURES

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Revised Procedures for Handling Market-on-Close on
September 15, 1989 (“Expiration Friday”)

The Exchange will implement auxiliary opening procedures on expiration Friday, September 15, 1989.
Members and member organizations are reminded that the closing procedures for expiration Fridays were
revised beginning with the June 16, 1989 expiration. The Exchange will again implement those revised
closing procedures on expiration Friday, September 15. Auxiliary opening and revised closing Procedures are
listed below:

OPENING PROCEDURES

Several auxiliary procedures are necessary to integrate stock orders relating to expiring contracts into
NYSE's opening procedures in a manner that assures an efficient market opening in each stock as close to
9:30 a.m. as possible. The auxiliary opening procedures applicable on September 15, 1989 are:

Order Entry

Stock orders relating to index contracts whose settlement pricing is based upon the September 15, 1989
opening prices must be received by SuperDot or by the specialist by 9:00 a.m.

- These orders may be cancelled or reduced in size. 1 

- Stock orders relating to index contracts whose settlement pricing is not based upon the September 15
opening prices may be entered after 9:00 a.m.

To facilitate early order entry, SuperDot (1) will begin accepting orders at 7:30 a.m. and (2) will accept market
orders of 30,099 shares or less.

“Limit-at-the-opening” (“limit OPG”) orders are permitted, including delivery through Exchange systems.

- Ordinary limit orders may also be entered.

Order Identification

Stock orders relating to opening-price settling contracts must be identified “OPG.”

- Firms entering these orders through SuperDot, but unable to identify orders as “OPG”, may use a unique
branch code or firm identifier (mnemonic) to identify these orders. The NYSE Market Surveillance Division (11
Wall Street, 11th Floor) must be advised of the branch code or identifier by September 18, 1989.

- Firms unable to identify these orders in either way, and firms not using SuperDot, must submit a list of all
these orders and related details to the NYSE Market Surveillance Division by September 18, 1989.

Dissemination of Order Imbalances
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For any of the pilot stocks (list attached) having a market order imbalance of 50,000 shares or more at
9:00 a.m., the NYSE will disseminate the size of the order imbalance via the low-speed ticker and the news
services as promptly1 as practicable after 9:00 a.m.

Dissemination of Indications

Except for the auxiliary procedures described above, all stocks, including the pilot stocks, are subject to the
regular NYSE opening procedures, including price indications where a substantial price change is anticipated.
Dissemination of an indication is mandatory for an opening which will result in a price change constituting the
lesser of 10% or three points from the prior NYSE close, or five points if the previous close is $100 or higher,
unless the price change is less than one point. Fifteen minutes must elapse between a first indication and a
stock's opening. However, when more than one indication is necessary, a stock may open (1) five minutes
after the last indication when it overlaps the prior indication (e.g., 51-53 overlaps 50-52, but does not overlap
53-55) and (2) ten minutes after the last indication when it does not overlap the prior indication, provided that
15 minutes must have elapsed from the dissemination of the first indication.

REVISED PROCEDURES RELATING TO THE CLOSE

The Exchange has determined to implement the quarterly triple expiration Friday procedures for market-on-
close (“MOC”) orders each monthly expiration Friday and expand the scope of applicable MOC orders to
those relating to a strategy involving any stock index futures, stock index options, or options on stock index
futures, in the pilot stocks. These procedures have been filed as a rule with the SEC and were effective
beginning the November 18, 1988 monthly expiration Friday.

In addition, beginning with the June 16, 1989 expiration, the Exchange has determined to change the cut-off
time to 3:00 p.m. for the entry of MOC orders that relate to a strategy including any stock index futures, stock
index options or options on stock index futures in the pilot stocks. These revised closing procedures will again
be implemented with the September 15, 1989 expiration.

Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders on so-called “expiration
Fridays” (the Fridays preceding the expiration or settlement of options or futures contracts based on a stock
index). The procedures, which may be used only on expiration Fridays, are intended to provide an orderly
means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

Pilot Stocks

For the purpose of facilitating the publication of any significant order imbalance in one of the pilot stocks (see
attached list), you must as stated above, enter all MOC orders, in positions relating to a strategy involving any
stock index futures, stock index options, or options on stock index futures, by 3:00 p.m. eastern time. It should
be noted that, pursuant to Rule 13, an order for execution at the close may only be entered for execution at-
the-market; “limit-at-the-close” orders are not permitted.

As soon as possible after 3:00 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:00 p.m. in those pilot stocks. Additionally, as soon as Possible after
3:30 p.m. the Exchange will again publish on the tape any imbalance of MOC orders of 50,000 shares or
more that existed at 3:30 p.m. For those pilot stocks that had imbalance notices published at 3:00 p.m. and
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there is no imbalance of 50,000 shares or more at 3:30 p.m., the Exchange will publish a “No Imbalance”
message. No MOC orders will be permitted in those pilot stocks that have a “No Imbalance” message
disseminated. While MOC orders previously entered may be cancelled or reduced in size, once such
publication has been made, any MOC orders subsequently entered will be accepted only to trade on the
opposite side of the market in relation to such published imbalance. The liquidation of positions relating to a
strategy involving any stock index futures, stock index options, or options on stock index futures using MOC
orders entered after 3:00 p.m. is not permitted, even if such orders might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:30 p.m. may not reflect the imbalance that exists at the close.

These procedures relate only to the pilot stocks. Regular procedures will apply to all other listed securities.

Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.”

Where the aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they
may be “stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to
the close of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as
“stopped stock.”

“G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Rules 9a-2, 10a-1, 10b-5, as well
as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Michael Seeley at (212) 656-6531 or Mr.
David Leibowitz at (212) 656-4588.
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Robert J. McSweeney

Senior Vice President

                         

Attachments

              

Expiration Friday Pilot Stocks - September 15, 1989

ABT           ABBOTT LABORATORIES

AXP           AMERICAN EXPRESS COMPANY

AHP           AMERICAN HOME PRODUCTS CORPORATION

AIG           AMERICAN INTERNATIONAL GROUP INC.

T             AMERICAN TELEPHONE AND TELEGRAPH

AIT           AMERITECH

AN            AMOCO CORPORATION

BUD           ANHEUSER BUSCH COMPANIES INC.

ARC           ATLANTIC RICHFIELD COMPANY

BEL           BELL ATLANTIC CORPORATION

BLS           BELL SOUTH CORPORATION
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BA            BOEING COMPANY

BMY           BRISTOL MYERS COMPANY

CHV           CHEVRON CORPORATION

CCI           CITICORP

KO            COCA COLA COMPANY

DEC           DIGITAL EQUIPMENT CORP.

DOW           DOW CHEMICAL COMPANY

DD            DU PONT COMPANY

DNB           DUN AND BRADSTREET CORPORATION

EK            EASTMAN KODAK COMPANY

LLY           ELI LILLY AND COMPANY

XON           EXXON CORPORATION

F             FORD MOTOR COMPANY

GE            GENERAL ELECTRIC COMPANY

GM            GENERAL MOTORS CORPORATION

GTE           GTE CORPORATION
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HWP           HEWLETT PACKARD COMPANY

IBM           INTERNATIONAL BUSINESS MACHINES CORP.

IP            INTERNATIONAL PAPER COMPANY

JNJ           JOHNSON AND JOHNSON

MCD           MCDONALDS CORPORATION

MRK           MERCK AND COMPANY INC.

MMM           MINNESOTA MINING AND MANUFACTURING

MOB           MOBIL CORPORATION

NYN           NYNEX CORPORATION

PAC           PACIFIC TELESIS GROUP

PEP           PEPSICO INC.

MO            PHILIP MORRIS COS. INC. HOLDING CO.

PG            PROCTER AND GAMBLE COMPANY

RD            ROYAL DUTCH PETROLEUM COMPANY

S             SEARS ROEBUCK AND COMPANY

SBC           SOUTHWESTERN BELL CORPORATION

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

886

http://researchhelp.cch.com/License_Agreement.htm


\1/SQB        SQUIBB CORP.

TX            TEXACO INC.

UN            UNILEVER N.V. ADRS

USW           U.S. WEST INC.

X             USX CORPORATION

WMT           WAL MART STORES INC.

DIS           WALT DISNEY COMPANY

WMX           WASTE MANAGEMENT INC.

\1/ Replaces Warner Communications Inc.

This list consists of the 50 highest weighted S&P 500 stocks, based on market values as of June 22, 1989
and the 20 Major Market Index stocks.

MEMORANDUM

Date: September 8, 1989

TO: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Openings and Market-on-Close (MOC)
Orders

Openings

Q. Can “limit at the opening” (“limit OPG”) orders be entered in the stocks that are not among the
stocks included in the pilot?

A. “Limit OPG” orders are now permitted on expiration Friday. Unexecuted “limit OPG” orders are cancelled
after the opening transaction. “Limit-at-the-close” orders are not permitted at any time.

Q. When can specialists obtain an OARS status request?

A. At any time after 7:30 a.m., in any stock. (Specialists should review OARS inquiry, freeze and opening
procedures to avoid problems.)

Q. Must specialists wait until 9:27 a.m. to start the ITS pre-opening application?
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A. No. ITS Pre-Opening notifications may be issued beginning at 9:00 a.m.

Q. Are “G” orders to sell short at the market handled differently at the opening then at the close on
expiration day?

A. Yes, “G” short market orders are covered by two different procedures. At the opening they are handled as
they are on any other day. “G” short market orders must yield to all public limit orders at the lowest valid short
tick. At any higher price the “G” shorts need not yield. At the close, “G” market shorts must yield to all limit
orders at the sale price, even if that price is higher than the first valid short tick.

Q. How should specialists and Floor Officials handle requests to “hold the opening” in the pilot
stocks?

A. The Exchange has added auxiliary and early procedures with the express purpose of providing a prompt
opening in all stocks, not just the 50 pilot stocks. Brokers should be told to have their opening interest
represented by 9:30 a.m., and assuming adequate pricing information re: substantial disparity from the close,
all stocks should be opened as quickly after 9:30 as possible.

MOC Orders

Q. When can a specialist print “paired-off” market-on-close orders as “stopped stock”?

A. The special “stopped stock” procedure for Market on Close orders is used only 12 times a year on
“expiration days”, usually the 3rd Friday of each month.

Q. On expiration days, how do you determine the price at which to print the “stopped stock”?

A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

Q. If there was no MOC imbalance of 50,000 or more shares in a pilot stock at 3 p.m., but due to
MOC order cancellations, an imbalance of 50,000 or more shares exists at 3:30 p.m., should it be
disseminated?

A. Yes. Subsequently, contra side MOC orders may be entered.

Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

Example #1 200,000 buy MOC

50,000 sell MOC

50,000 sell plus MOC

25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000 - S 50,000). The 50,000
sell “Plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted since it does not offset the imbalance.

Example #2 100,000 sell MOC

50,000 buy MOC,

25,000 buy minus MOC

25,000 sell plus MOC
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In the example #2, the MOC imbalance is 50,000 to sell (S 100,000 - B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted since it does not offset the imbalance.

Q. How are buy minus/sell plus Market-on-Close orders handled on Expiration Fridays?

Example: Market 20 1/4- 1/2 - last sale 20 3/8

A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus order would
go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the other hand, if the
20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus order would go ahead of
the 20 1/2 limit sell orders on the book because it should be treated like a market order. Similarly, a market-
on-close buy minus order would be treated as a limit order if the last sale was on a “plus” or “zero plus”, going
behind any buy orders limited at 20 1/4. If the last sale was on a “minus” or “zero minus” tick, the market-on-
close buy minus order would be treated as a market order and executed ahead of 20 1/4 limit buy orders on
the book.

Q. How do you determine the price at which MOC orders are executed on non-expiration days?

A. Again, the general rule of thumb is imbalance creates price change while a perfect pair-off creates no
change in price.

Non-Expiration Day

Examples:

Mkt. 24 - 1/8 20,000×30,000

Last Sale 24 1/8-a zero minus tick

Example A: Sell 20,000 MOC; Buy 25,000 MOC

Imbalance Rules - 20,000 sells at 24 then 25,000

Trades at 24 1/8 - Last 24 1/8+

Example B: Sell 20,000 MOC; Buy 15,000 MOC

Imbalance Rules Again - 15,000 trades 24 1/8 then 20,000 sells at 24 - Last 24 -

Example C: Sell 10,000 MOC; Buy 10,000 MOC

No Imbalance of supply and demand so market should return to price prior to market-on-close.

So: 10,000 sells at 24 the 10,000 trades at 24 1/8 - Last 24 1/8+

•In all 1/8 point examples it is assumed there is a Public Bid and Public Offer. If it is the Specialist Bid or Offer,
he must yield to the pair-off, since he is Agent for those orders.

Q. What if the quotation spread is 1/4 or more?

A. Ideally, the specialist should offset the imbalance and cross the entire amount inside the existing quote.
Where market conditions or rules do not facilitate such an offset, the “paired-off” portion could be crossed 1/8
point away from the indicated closing price with the imbalance setting the closing sale.

Non-Expiration Day

Examples:

Mkt. 24 - 1/4 100,000×100,000

Last 24 1/4 - a minus tick

Example A: Sell 20,000 MOC Buy 25,000 MOC (Assume specialist short)
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Imbalance sets close - 20000 sells at 24 1/8 then 5,000 trades at 24 1/4, last 24 1/4+

Example B: Sell 100,000 MOC Buy 55,000 MOC if specialist does not “cross” the entire amount at 24 1/8

Imbalance sets close - 55,000 sells at 24 1/8 then 45,000 trades at 24; last 24 -

Example C: Sell 20,000 MOC Buy 20,000 MOC No imbalance

20,000 sells at 24 1/8; last 24 1/8 -

Q. How will the specialist determine which orders receive which prices?

A. While all MOC orders become effective simultaneously, it would be consistent with NYSE policy to allocate
the most advantageous prices to the orders received earliest.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.
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September 12, 1989

  

Member Firm Regulation

 Please Route to Margin, Cashier, Compliance Account Transfer (412) and Data Processing Departments

To: MEMBERS AND MEMBER ORGANIZATIONS

Attention: Chief Operations Officers/Partners

Subject: Conversion of Thomson McKinnon Securities, Inc. Accounts to Prudential-Bache Securities, Inc.

Commencing September 15, 1989, all remaining branches and customers of Thomson McKinnon Securities
Inc. (Thomson) will be able to enter buy and sell orders through Prudential Bache Securities Inc. (Pru-Bache).
These orders will settle and accounts will be converted to the books of Pru-Bache on September 22, 1989.

Member organizations contemplating a customer account transfer from one of these Thomson branches
utilizing the Automated Customer Account Transfer System (ACATS) may submit the Transfer Instruction
Form (TIF) to Thomson for processing until September 14. After such date any TIF submitted to Thomson
will be returned to the submitting organization with a new Pru-Bache account number. Pru-Bache cannot
process these transfer requests until the accounts settle on their books. Therefore, member organizations are
requested to hold these TIF's and submit them to Pru-Bache after September 22.

Questions relating to the conversion should be directed to Warren Levine at (212) 656-5454 or Kenneth
Lampert at (212) 656-5230.

Questions concerning Rule 412 procedures should be directed to Rudolph Schreiber at (212) 656-5226.

Salvatore Pallante

Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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August 17, 1989

  

Member Firm Regulation

PLEASE ROUTE TO REGISTRATION, COMPLIANCE AND LEGAL DEPARTMENTS

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: MANAGING PARTNERS/CHIEF EXECUTIVE OFFICERS AND COMPLIANCE OFFICERS

SUBJECT: COMPLIANCE OFFICIAL QUALIFICATION EXAMINATION

The first administration of the Compliance Official Qualification Examination (Series 14) will be held on
September 25, 1989. A schedule of administration dates for the initial qualification period and the locations
where the exam will be given is attached. Individuals required to qualify as a “Compliance Official”, pursuant

to Rule 342.13, (1  ) will have six (6) months from the September administration to satisfy the examination
requirement.

WHO MUST QUALIFY AS COMPLIANCE OFFICIALS?

•Any member, not associated with a member organization.

•Each member organization is required to qualify the person or persons in the organization designated to
direct day-to-day compliance activity (such as the Compliance Officer, Partner or Director.)

•Any person at a member organization who is directly supervising ten (10) or more persons engaged in
compliance activities (such as Assistant Compliance Director or Surveillance Manager.)

WHAT ADDITIONAL REQUIREMENTS APPLY?

•If a member or member organization conducts business with the public, the compliance official(s) must
qualify or otherwise satisfy the requirement for the General Securities Sales Supervisor Qualification
Examination (Series 8) as a prerequisite to taking the Compliance Official Examination (Series 14).

WHO IS EXEMPT FROM THE SERIES 14 EXAMINATION REQUIREMENTS?

•Members and member organizations - other than specialists - whose activities are solely related to execution
of orders on the Floor (e.g. floor brokers, competitive traders, registered competitive market makers and
option trading right holders) and who do not conduct any business with the public.

•Members and member organizations conducting business with the public and whose commissions, markups
and other fees generated specifically from this public business did not exceed $500,000 in the preceding

calendar year and who introduce all accounts to another broker/dealer.(2  )

•Supervisors of ten or more persons whose compliance responsibilities are limited to the registration of
member organization employees with the various regulatory and self-regulatory authorities.

Due to the unique nature of the business conducted by specialists and “upstairs trading” organizations
(i.e. organizations trading for their own account and conducting no public business), the Exchange has
determined to develop a separate exam to measure the overall knowledge of the securities laws and
Exchange rules required of compliance supervisors at such organizations. Therefore, compliance supervisors
serving in these organizations will not currently be required to be Series 14 qualified. The new examination
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will be used as the basis for the satisfaction of Rule 342.13 for members and member organizations
exclusively conducting a specialist or “upstairs” trading business.

Members and member organizations for whom the above exemptions apply are still required to have a person
designated to direct day-to-day compliance activity as provided for under Rule 342.

HOW DOES ONE REGISTER FOR THE EXAMINATION?

•Complete an Examination Application form following the instructions accompanying the Application (see
attached). Additional copies of the Application can be obtained from the Qualifications and Registrations
Department, New York Stock Exchange, Inc., 20 Broad Street, 22nd Floor, New York, New York 10005. A
new or revised U-4 filing IS NOT required for the Series 14 examination.

•A fee of $200 covering application and examination costs will be billed directly to the member or member
organization by the Exchange. Please DO NOT enclose funds with the application.

•Candidates will be notified of the specific date, time and specific location of their appointment for the
examination when their Examination Admission Authorization forms are returned to them by the Exchange.

Questions pertaining to registration for the Examination should be directed to Juan Vazquez (212) 656-4814
or Roy Tozer (212) 656-5204. All other inquiries regarding this memorandum may be directed to Carey
Gessley (212) 656-3757 or Michael Shaffer (212) 656-6911.

Edward A. Kwalwasser

Senior Vice President

NEW YORK STOCK EXCHANGE, INC. COMPLIANCE OFFICIAL QUALIFICATION EXAMINATION
(SERIES 14)

Instructions for Completing Examination Application

1. Complete all of the requested information on the examination application, including all appropriate
signatures. Failure to complete all items may delay the processing of your application.

2. Examination fee: $200.00 (Members and member organizations will be billed directly. DO NOT enclose
funds.)

3. Send all three copies of the completed application to:

Qualifications and Registrations Department

New York Stock Exchange, Inc.

20 Broad Street, 22nd Floor

New York, New York 10005

Scheduling and Enrollment information

4. Applications must be received no later than ten (10) business days prior to the requested examination date.
A copy of the application form containing the Examination Admission Authorization will be returned to the
supervisory person designated on this application upon approval by the Exchange.

5. The Admission Authorization is valid only for the person, date and location specified on the application
form. Examination fees and Admission Authorizations are NOT TRANSFERABLE to other individuals.
Persons without a valid authorization will not be permitted to sit for the examination.

6. Enrolled candidates who are unable to sit for the examination on the date specified on the Admission
Authorization may cancel and reschedule without penalty by notifying the Exchange in advance and by
submitting a new application for an alternate examination date.
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7. Those required to re-enroll due to a failed examination must submit a new application and pay an
additional examination fee.

8. For information on the Series 14 administration dates and locations, see the schedule which accompanies
the application materials or contact the Testing Standards Department at (212) 656-2035.

NOTICE: Those required by regulation to take the Series 14, will receive scheduling priority over other
candidates.

Examination Administration Information

9. In order to be admitted to an examination session, candidates are required to present the Admission
Authorization and two forms of identification including one photo identification (passport, driver's license,
employee ID card, etc.).

10. Examination results will be mailed to the supervisory person designated on the application form.

                             COMPLIANCE OFFICIAL EXAMINATION

                                  ADMINISTRATION SCHEDULE

    DATE                                   LOCATION

    September 25, 1989                     New York City

    October 11, 1989                       Chicago, Dallas

    October 18, 1989                       San Francisco

    November 29, 1989                      New York City

    January 17, 1990                       Chicago, Dallas

    January 19, 1990                       Atlanta

    January 24, 1990                       Los Angeles

    February 28, 1990                      New York City

    March 28, 1990                         New York City
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After the initial six-month qualification period ends on March 28, 1990, the Series 14 will be administered on
an appointment basis. These procedures will be announced in early 1990.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  The requirement of Rule 342.13 shall also apply to guaranteed corporate subsidiary organizations
formed pursuant to Rule 322 (Guaranteed Corporate Subsidiaries) unless it can be demonstrated to the
satisfaction of the Exchange that all compliance functions are performed by a person at the member
organization who is a qualified compliance official or who reports to a qualified official.

2  The exemption for members and member organizations conducting a limited public business and the
deferral of the compliance examination for specialist and trading firms requires the Exchange to receive
formal approval from the SEC.
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Member Firm Regulation

 Please Route to Margin, Cashier, Compliance Account Transfer (412) and Data Processing Departments

TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: Chief Operations Officers/Partners

SUBJECT: Conversion of Thomson McKinnon Securities, Inc. Accounts to Prudential-Bache Securities, Inc.

Commencing August 25, 1989, Thomson McKinnon Securities Inc. (Thomson) customers, at the branches
set forth on the attached list, will be able to enter buy and sell orders through Prudential Bache Securities Inc.
(Pru-Bache). These orders will settle and accounts will be converted to the books of Pru-Bache on September
1, 1989.

Member organizations contemplating a customer account transfer from one of these Thomson branches
utilizing the Automated Customer Account Transfer System (ACATS) may submit the Transfer Instruction
Form (TIF) to Thomson for processing until August 24. After such date any TIF submitted to Thomson
will be returned to the submitting organization with a new Pru-Bache account number. Pru-Bache cannot
process these transfer requests until the accounts settle on their books. Therefore, member organizations are
requested to hold these TIF's and submit them to Pru-Bache after September 1.

Questions relating to the conversion should be directed to Warren Levine at (212) 656-5454 or Kenneth
Lampert at (212) 656-5230.

Questions concerning Rule 412 procedures should be directed to Rudolph Schreiber at (212) 656-5226.

Edward A. Kwalwasser

Senior Vice President

  

THOMSON MCKINNON/PRUDENTIAL BACHE BRANCH CROSS REFERENCE LISTING

Thomson             Pru-Bache                               Thomson             Pru-Bache

Ledger              Ledger              Location            Ledger              Ledger   
           Location

02                  TEE                 Montecito           6C                  3        
          Lauderhill -
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04                  TGQ                 Baltimore                                        
           Inverrary

05                  ***                 Arlington           6E                  3        
          St. Louis

06                  TFJ                 Washington          6K                  TCF      
           Hallendale

07                  TGM                 Pittsburgh          6X                  TJX      
           La Jolla

08                  TBPz‘z              Charlottesville     71                  TEY      
           San Francisco

09                  THK                 Richmond            73                  TKC      
           Salt Lake City

10                  TBN                 Chicago             74                  TJY      
           Boise

12                  TBQ                 Clayton             75                  TJZ      
           Denver

14                  TFH                 Walnut Creek        77                  TKB      
           Sacramento

15                  ***                 Philadelphia        7K                  TCC      
           Grand Rapids

16                  TJK                 Oklahoma City       80                  TBZ      
           Financial Square

17                  ***                 Santa Barbara       81                  TFR      
           1375 Broadway
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18                  TJM                 Scottsdale          82                  TCK      
           Huntsville

20                  TKA                 Menlo Park          84                  TBZ      
           Financial Square

21                  ***                 Los Angeles         86                  TEU      
           Saddlebrook

27                  TGN                 Wilkes-Barre        87                  TFW      
           Hyannis

29                  TGH                 Bethlehem           8X                  TEF      
           Financial Square

2A                  TCS                 Lafayette           A1                  TGZ      
           Raleigh

2F                  3                   Columbia            A2                  TCH      
           Asheboro

2G                  TFY                 Oil City            A3                  TGX      
           Burlington

2H                  THX                 Detroit             A4                  TGS      
           Charlotte

2K                  TFN                 Woodland Hills      A5                  TGS      
           Concord

2Y                  THX                 Detroit-Part        A6                  TGW      
           Durham

31                  TJA                 Milwaukee           A7                  TGZ      
           Edonton
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33                  TFT                 Cleveland           A8                  TGX      
           Greensboro

36                  TCM                 Indy North          A9                  TGZ      
           Greenville

38                  TGA                 Laguno              AA                  TBT      
           Dallas

3E                  THU                 Cincinnati          AG                  TJE      
           Ft. Worth

3G                  TFX                 Hudson              AT                  1        
           Houston

3K                  TYA                 Menlo Park          AX                  TJL      
           San Antonio

41                  THQ                 Jacksonville        CF                  TJC      
           Austin

43                  TFA                 St. Petersburg      CG                  TBT      
           Dallas

44                  THT                 Tampa               E1                  TGZ      
           Kingston

49                  THL                 Clearwater          E3                  TGU      
           New Bern

4P                  THY                 Flint               E4                  TGZ      
           Raleigh Suburban

4R                  TCC                 Grand Rapids        E5                  TGZ      
           Rocky Mount
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50                  TGS                 Shelby              E9                  TGZ      
           Wilmington

52                  TBF                 Atlanta             F2                  TGZ      
           Raleigh-Fixed

54                  TBM                 Chesterfield                                     
           Income

56                  TGY                 Nashville           F3                  TGZ      
           Raleigh-Equity

58                  TCH                 High Point          F4                  TGZ      
           Raleigh-Trading

59                  TGR                 Birmingham          F5                  TGZ      
           Raleigh-Real Est

5E                  TGJ                 Jenkintown          F6                  TGZ      
           Raleigh-Hom. Off

5F                  TJJ                 Memphis             F7                  TGZ      
           Raleigh-Corp Fin

5H                  TJQ                 Pasadena            F8                  TGZ      
           Raleigh-Research

5K                  TJC                 Austin              FA                  TFW      
           Osterville

5M                  THZ                 Lansing             FK                  TJT      
           Ojai

5N                  TGG                 Newport             FT                  TGU      
           Columbia
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5P                  TCC                 Grand Rapids        FX                  TEJ      
           Napa

60                  TCZ                 Miami               GA                  TJU      
           San Diego

63                  THS                 No. Palm Beach      GM                  THW      
           Crystal Lake

67                  TCN                 Jackson             GN                  TJB      
           Albuquerque

                                                            KC                  TJH      
           Little Rock

                                                            KF                  TJN      
           La Costa

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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August 14, 1989

  

Market Surveillance

 TO: All Members and Member Organizations

SUBJECT: New York Stock Exchange/Chicago Mercantile Exchange Inter-market Trading Restrictions

As stated in Information Memo 88-9 (April 13, 1988), program trading activity involving the purchase or sale
of “baskets” of stocks-on the New York Stock Exchange has raised concerns over possible trading abuses
related to the execution of such program orders. In that regard, the Exchange, in conjunction with the Chicago
Mercantile Exchange, has adopted the policy set forth below.

If a member or person associated with a member or member organization executes or causes to be executed
for an account in which such member or person has a direct or indirect pecuniary interest or for an account
with respect to which such member or person exercises investment discretion, any transactions described
below to take advantage of material, non-public information which can reasonably be expected to have an
immediate, favorable impact in relation to such transactions, such member or persons may be in violation of
just and equitable principles of trade (Rule 476):

(i) a transaction in any stock index futures contract, or option on a stock index future when such member or
person has acquired knowledge of the imminent execution of another person's stock program transaction;

(ii) stock program transactions, when such member or person has acquired knowledge of the imminent
execution of another person's order(s) in stock index futures contracts or options on stock index futures.

In determining whether a member or person has taken advantage of material, non-public information, it is
not necessary for the Exchange to demonstrate that another person has been disadvantaged. Further, such
member or person may be in violation of just and equitable principles of trade regardless of whether the other
person has given permission for such trading.

However, nothing herein shall prevent such member or person from establishing, in a futures market, a
bona fide hedge of risk such member or person may have assumed or agreed to assume in facilitating the
execution of any other person's stock program orders. The risk to be hedged must be the result of having
established a position or having given a firm commitment to assume a position, and the offsetting hedging
transaction must be commensurate with such risk.

In addition, a member or person associated with a member organization who implements a proprietary market
strategy involving a stock program and a related stock index futures transaction by executing the stock index
futures trade(s) prior to the execution of the stock program will not be deemed to be in violation of this policy.
However, if the member or person executes or causes to be executed a transaction in one market to take
advantage of such member's or person's imminent transaction in a related market, that member or person
may be engaging in manipulative activity.

Questions about this policy may be directed to Jack Symington, Director, Market Surveillance,
(212)656-6534, 11 Wall Street, 11th Floor, New York, New York 10005.

Robert J. McSweeney

Senior Vice President

QUESTIONS AND ANSWERS REGARDING NYSE/CME INTERMARKET TRADING RESTRICTIONS
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Matters involving possible violations of intermarket trading restrictions will be addressed by the exchanges
on a case-by-case basis. However, in response to comments and inquiries from members and member
organizations, the exchanges have prepared the following list of questions and answers relating to the
intermarket trading restrictions policy.

1.

Q. What activity is prohibited by these intermarket trading restrictions?

A. A member or person associated with a member or member organization may not execute or cause to be
executed, for an account in which such member or person has a direct or indirect pecuniary interest or for
an account with respect to which such member or person exercises investment discretion, any transactions
described below to take advantage of material, non-public information which can reasonably be expected to
have an immediate, favorable impact in relation to such transactions:

i. a transaction in any stock index futures contract, or option on a stock index future when such member or
person has acquired knowledge of the imminent execution of another person's stock program transaction; or

ii. stock program transactions, when such member or person has acquired knowledge of the imminent
execution of another person's order(s) in stock index futures contracts or options on stock index futures.

2.

Q. In order to constitute a violation, must the activity in index futures precede the execution of a stock
program?

A. No. The execution of a stock program prior to activity in index futures may be equally as violative as
trading in index futures prior to the execution of a stock program.

3.

Q. Does the prohibited conduct include only transactions executed by a member or person
associated with a member or member organization to take advantage of material non-public
information relating to an imminent transaction for a customer of that member or member
organization?

A. No. It also includes transactions executed to take advantage of material non-public information relating
to an imminent transaction of any other person, such as for the customer of another member or member
organization or for the proprietary account of another member or member organization.

4.

Q. Must all of the terms of another person's transaction be known in order to constitute a violation?

A. No. A violation may result from a trade that is based upon knowledge of less than all of the terms
of another person's transaction, so long as there is knowledge of the material terms of such imminent
transaction.

5.

Q. Is there a specific size index futures transaction or stock program which will give rise to a
presumption that it would have an immediate, favorable impact in a related marketplace?

A. No. Each transaction will be reviewed on a case-by-case basis considering its size the liquidity of the
market and the terms of the order. Material, non-public information regarding a transaction which is executed
through a series of smaller transactions may also be reasonably expected to have an immediate favorable
impact in a related market.

6.

Q. In determining whether a member, member organization or person associated with a member
organization has taken advantage of material, non-public information, is it necessary for the
Exchange to demonstrate that another person has been disadvantaged?
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A. No.

7.

Q. May a member or person associated with a member or member organization execute or cause to
be executed any transaction to take advantage of another person's material, non-public information
with that person's permission?

A. No.

8.

Q. In facilitating the execution of another person's stock program, may a member or person
associated with a member organization establish an index futures position prior to the stock program
transaction?

A. Yes, provided that such index futures position is a bona fide hedge

9.

Q. Must a member or person associated with a member or member organization implement a
proprietary market strategy involving a stock program and related indexfutures in any particular
sequence?

A. No. The exchanges recognize that legitimate proprietary trading strategies may involve the execution of
the stock program prior to the index futures leg or vice versa. These rules do not prescribe the particular
sequence of transactions. However, if a member or person executes or causes to be executed a transaction
in one market which favorably impacts such member's or person's subsequent transaction in a related
market, that member or person may be engaging in manipulative activity either under federal securities or
commodities law or exchange rules.

10.

Q. If a member or person associated with a member or member organization has knowledge of the
material terms of another person's imminent transaction(s), does this preclude any other person
within the same member organization from executing or causing to be executed any transaction in a
related market prior to the execution of the imminent transaction(s)?

A. Yes, unless such other person did not, in fact, have knowledge of the imminent transaction. Such a
determination may be based upon circumstantial evidence regarding the timing of the firm's transactions in
the stock and futures markets and the access of the firm's traders to the information regarding the imminent
transaction.

11.

Q. Is a member or person associated with a member or member organization who has knowledge
of material, non-public information relating to an imminent transaction, which can reasonably be
expected to have an immediate impact on a marketplace, prohibited from disclosing such knowledge
to another person?

A. Yes. Such disclosure (tipping) is conduct inconsistent with these intermarket trading restrictions if it is for
the purpose of the other person taking advantage of the material, non-public information, whether or not the
person disclosing the information has a direct or indirect pecuniary interest in the account(s) in which any
resulting transaction(s) may occur.

12.

Q. Who will address surveillance for potential violations of these rules?
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A. In addition to developing a uniform definition of intermarket trading violations, the exchanges have agreed
to share trading information, to enter into cooperative investigative efforts and to take enforcement action
against their members who engage in violative activity.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Market Surveillance

 TO: All Members and Member Organizations

SUBJECT: New York Stock Exchange/New York Futures Exchange Intermarket Trading Restrictions

As stated in Information Memo 88-9 (April 13, 1988), program trading activity involving the purchase or sale
of “baskets” of stocks on the New York Stock Exchange has raised concerns over possible trading abuses
related to the execution of such program orders. In that regard, the Exchange, in conjunction with the New
York Futures Exchange, has adopted the policy set forth below.

If a member or person associated with a member or member organization executes or causes to be executed
for an account in which such member or person has a direct or indirect pecuniary interest or for an account
with respect to which such member or person exercises investment discretion, any transactions described
below to take advantage of material, non-public information which can reasonably be expected to have an
immediate, favorable impact in relation to such transactions, such member or persons may be in violation of
just and equitable principles of trade (Rule 476):

(i) a transaction in any stock index futures contract, or option on a stock index future when such member or
person has acquired knowledge of the imminent execution of another person's stock program transaction;

(ii) stock program transactions, when such member or person has acquired knowledge of the imminent
execution of another person's order(s) in stock index futures contracts or options on stock index futures; or

(iii) a transaction in any stock index option, when such member or person has acquired knowledge of the
imminent execution of another person's order(s) in stock index futures contracts or options on a stock index
future.

In determining whether a member or person has taken advantage of material, non-public information, it is
not necessary for the Exchange to demonstrate that another person has been disadvantaged. Further, such
member or person may be in violation of just and equitable principles of trade regardless of whether the other
person has given permission for such trading.

However, nothing herein shall prevent such member or person from establishing, in a futures market, a
bona fide hedge of risk such member or person may have assumed or agreed to assume in facilitating the
execution of any other person's stock program orders or stock index option orders. The risk to be hedged
must be the result of having established a position or having given a firm commitment to assume a position,
and the offsetting hedging transaction must be commensurate with such risk.

In addition, a member or person associated with a member organization who implements a proprietary
market strategy involving a stock program or stock index option transaction(s) and a related stock index
futures transaction by executing the stock index futures trade(s) prior to the execution of the stock program
or the stock index option transaction(s) will not be deemed to be in violation of this policy. However, if the
member or person executes or causes to be executed a transaction in one market to take advantage of such
member's or person's imminent transaction in a related market, that member or person may be engaging in
manipulative activity.

Questions about this policy may be directed to Jack Symington, Director, Market Surveillance,
(212)656-6534, 11 Wall Street, 11th Floor, New York, New York 10005.
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Robert J. McSweeney

Senior Vice President

QUESTIONS AND ANSWERS REGARDING NYSE/NYFE INTERMARKET TRADING RESTRICTIONS

Matters involving possible violations of intermarket trading restrictions will be addressed by the exchanges
on a case-by-case basis. However, in response to comments and inquiries from members and member
organizations, the exchanges have prepared the following list of questions and answers relating to the
intermarket trading restrictions policy.

1.

Q. What activity is prohibited by these intermarket trading restrictions?

A. A member or person associated with a member or member organization may not execute or cause to be
executed,for an account in which such member or person has a direct or indirect pecuniary interest or for
an account with respect to which such member or person exercises investment discretion, any transactions
described below to take advantage of material, non-public information which can reasonably be expected to
have an immediate, favorable impact in relation to such transactions:

i. a transaction in any stock index futures contract, or option on a stock index future when such member or
person has acquired knowledge of the imminent execution of another person's stock program transaction; or

ii. stock program transactions, when such member or person has acquired knowledge of the imminent
execution of another person's order(s) in stock index futures contracts or options on stock index futures; or

iii. a transaction in any stock index option, when such member or person has acquired knowledge of the
imminent execution of another person's order(s) in stock index futures contracts or options on a stock index
future.

2.

Q. In order to constitute a violation, must the activity in index futures precede the execution of a stock
program?

A. No. The execution of a stock program prior to activity in index futures may be equally as violative as
trad7ing in index futures prior to the execution of a stock program.

3.

Q. Does the prohibited conduct include only transactions executed by a member or person
associated with a member or member organization to take advantage of material non-public
information relating to an imminent transaction for a customer of that member or member
organization?

A. No. It also includes transactions executed to take advantage of material non-public information relating
to an imminent transaction of any other person, such as for the customer of another member or member
organization or for the proprietary account of another member or member organization.

4.

Q. Must all of the terms of another person's transaction be known in order to constitute a violation?

A. No. A violation may result from a trade that is based upon knowledge of less than all of the terms
of another person's transaction, so long as there is knowledge of the material terms of such imminent
transaction.

5.

Q. Is there a specific size index futures transaction or stock program which will give rise to a
presumption that it would have an immediate, favorable impact in a related marketplace?
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A. No. Each transaction will be reviewed on a case-by-case basis considering its size, the liquidity of the
market and the terms of the order. Material, non-public information regarding a transaction which is executed
through a series of smaller transactions may also be reasonably expected to have an immediate favorable
impact in a related market.

6.

Q. In determining whether a member, member organization or person associated with a member
organization has taken advantage of material, non-public information, is it necessary for the
Exchange to demonstrate that another person has been disadvantaged?

A. No.

7.

Q. May a member or person associated with a member or member organization execute or cause to
be executed any transaction to take advantage of another person's material, non-public information
with that person's permission?

A. No.

8.

Q. In facilitating the execution of another person's stock program, may a member or person
associated with a member organization establish an index futures position prior to the stock program
transaction?

A. Yes, provided that such index futures position is a bona fide hedge

9.

Q. Must a member or person associated with a member or member organization implement a
proprietary market strategy involving a stock program and related index futures or index futures and
related stock index options in any particular sequence?

A. No. The exchanges recognize that legitimate proprietary trading strategies may involve the execution of
the stock program prior to the index futures leg or vice versa or the execution of the stock index option leg
prior to the index futures leg. These rules do not prescribe the particular sequence of transactions. However,
if a member or person executes or causes to be executed a transaction in one market which favorably
impacts such member's or person's subsequent transaction in a related market, that member or person may
be engaging in manipulative activity either under federal securities or commodities law or exchange rules.

10.

Q. If a member or person associated with a member or member organization has knowledge of the
material terms of another person's imminent transaction(s), does this preclude any other person
within the same member organization from executing or causing to be executed any transaction in a
related market prior to the execution of the imminent transaction(s)?

A. Yes, unless such other person did not, in fact, have knowledge of the imminent transaction. Such a
determination may be based upon circumstantial evidence regarding the timing of the firm's transactions in
the stock and futures markets and the access of the firm's traders to the information regarding the imminent
transaction.

11.

Q. Is a member or person associated with a member or member organization who has knowledge
of material, non-public information relating to an imminent transaction, which can reasonably be
expected to have an immediate impact on a marketplace, prohibited from disclosing such knowledge
to another person?
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A. Yes. Such disclosure (tipping) is conduct inconsistent with these intermarket trading restrictions if it is for
the purpose of the other person taking advantage of the material, non-public information, whether or not the
person disclosing the information has a direct or indirect pecuniary interest in the account(s) in which any
resulting transaction(s) may occur.

12.

Q. Who will address surveillance for potential violations of these rules?

A. In addition to developing a uniform definition of intermarket trading violations, the exchanges have agreed
to share trading information, to enter into cooperative investigative efforts and to take enforcement action
against their members who engage in violative activity.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Market Surveillance

MOC ORDERS LIQUIDATING INDEX STRATEGIES MUST BE IN BY 3 PM SEE PAGES 1 and 2 FOR NEW
PROCEDURES

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Procedures for Handling Market-on-Close Orders on August 18, 1989 (“Expiration Friday”)

Members and member organizations are reminded that the closing procedures for expiration Fridays were
revised beginning with the June 16, 1989 expiration. The Exchange will again implement these revised
closing procedures on expiration Friday, August 18, 1989, as listed below:

PROCEDURES RELATING TO THE CLOSE

The Exchange has determined to implement the quarterly triple expiration Friday procedures for market-on-
close (“MOC”) orders each monthly expiration Friday and expand the scope of applicable MOC orders to
those relating to a strategy involving any stock index futures, stock index options, or options on stock index
futures, in the pilot stocks. These procedures have been filed as a rule with the SEC and were effective
beginning the November 18, 1988 monthly expiration Friday.

In addition, the Exchange has determined to chance the cut-off time to 3:00 p.m. for the entry of moc orders
that relate to a strategy including any stock index futures, stock index options or options on stock index
futures in the pilot stocks.

Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders on so-called “expiration
Fridays” (the Fridays preceding the expiration or settlement of options or futures contracts based on a stock
index). The procedures, which may be used only on expiration Fridays, are intended to provide an orderly
means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

Pilot Stocks

For the purpose of facilitating the publication of any significant order imbalance in one of the Pilot Stocks (see
attached list), you must as stated above, enter all MOC orders, in positions relating to a strategy involving any
stock index futures, stock index option, or options on stock index futures, by 3:00 p.m. eastern time. It should
be noted that, pursuant to Rule 13, an order for execution at the close may only be entered for execution at-
the-market; “limit-at-the-close” orders are not permitted.
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As soon as possible after 3:00 p.m., the Exchange will publish on the tape any imbalance of MOC orders
of 50,000 shares or more that existed at 3.00 p.m. in those pilot stocks. Additionally, as soon as possible
after 3:30 p.m. the Exchange will again publish on the tape any imbalance of MOC orders of 50,000 shares
or more that existed at 3:30 p.m. For those pilot stocks that had imbalance notices published at 3:00 p.m.
and there is no imbalance of 50,000 shares or more at 3:30 p.m. the Exchange will publish a “No Imbalance”
message. No MOC orders will be permitted in those pilot stocks that have a “No Imbalance” message
disseminated. While MOC orders previously entered may be cancelled or reduced in size, once such
publication has been made, any MOC orders subsequently entered will be accepted only to trade on the
opposite side of the market in relation to such published imbalance. The liquidation of positions relating to a
strategy involving any stock index futures, stock index options, or options on stock index futures using MOC
orders entered after 3:00 p.m. is not permitted, even if such orders might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:30 p.m. may not reflect the imbalance that exists at the close.

These procedures relate only to the pilot stocks. Regular procedures will apply to all other listed securities.

Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.”

Where the aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they
may be “stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to
the close of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as
“stopped stock.”

“G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell ‘short’ at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically-could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
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New York Stock Exchange regulations should be addressed, such as SEC Rules 9a-2, 10a-1, 10b-5, as well
as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Michael Seeley at (212) 656-6531 or Mr.
David Leibowitz at (212) 656-4588.

Robert J. McSweeney

Senior Vice President

                                   

Attachments

                         

Expiration Friday Pilot Stocks - August 18, 1989

ABT                ABBOTT LABORATORIES

AXP                AMERICAN EXPRESS COMPANY

AHP                AMERICAN HOME PRODUCTS CORPORATION

AIG                AMERICAN INTERNATIONAL GROUP INC.

T                  AMERICAN TELEPHONE AND TELEGRAPH

AIT                AMERITECH

AN                 AMOCO CORPORATION

BUD                ANHEUSER BUSCH COMPANIES INC.

ARC                ATLANTIC RICHFIELD COMPANY

BEL                BELL ATLANTIC CORPORATION
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BLS                BELL SOUTH CORPORATION

BA                 BOEING COMPANY

BNY                BRISTOL MYERS COMPANY

CHV                CHEVRON CORPORATION

CCI                CITICORP

KO                 COCA COLA COMPANY

DEC                DIGITAL EQUIPMENT CORP.

DOW                DOW CHEMICAL COMPANY

DD                 DU PONT COMPANY

DNB                DUN AND BRADSTREET CORPORATION

EK                 EASTMAN KODAK COMPANY

LLY                ELI LILLY AND COMPANY

XON                EXXON CORPORATION

F                  FORD MOTOR COMPANY

GE                 GENERAL ELECTRIC COMPANY

GM                 GENERAL MOTORS CORPORATION
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GTE                GTE CORPORATION

HWP                HEWLETT PACKARD COMPANY

IBM                INTERNATIONAL BUSINESS MACHINES CORP.

IP                 INTERNATIONAL PAPER COMPANY

JNJ                JOHNSON AND JOHNSON

MCD                MCDONALDS CORPORATION

MRK                MERCK AND COMPANY INC.

MMM                MINNESOTA MINING AND MANUFACTURING

MOB                MOBIL CORPORATION

NYN                NYNEX CORPORATION

PAC                PACIFIC TELESIS GROUP

PEP                PEPSICO INC.

MO                 PHILIP MORRIS COS. INC. HOLDING CO.

PG                 PROCTER AND GAMBLE COMPANY

RD                 ROYAL DUTCH PETROLEUM COMPANY

S                  SEARS ROEBUCK AND COMPANY
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SBC                SOUTHWESTERN BELL CORPORATION

\1/SQB             SQUIBB CORP.

TX                 TEXACO INC.

UN                 UNILEVER N.V. ADRS

USW                U.S. WEST INC.

X                  USX CORPORATION

WMT                WAL MART STORES INC.

DIS                WALT DISNEY COMPANY

WMX                WASTE MANAGEMENT INC.

\1/ Replaces Warner Communications Inc.

This list consists of the 50 highest weighted S&P 500 stocks, based on market values as of June 22, 1989
and the 20 Major Market Index stocks.

MEMORANDUM

Date: August 11, 1989

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Openings and Market-on-Close (MOC)
Orders

MOC Orders

Q. When can a specialist print “paired-off” market-on-close orders as “stopped stock”?

A. The special “stopped stock” procedure for Market on Close orders is used only 12 times a year on
“expiration days”, usually the 3rd Friday of each month.

Q. On expiration days, how do you determine the price at which to print the “stopped stock”?
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A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

Q. If there was no MOC imbalance of 50,000 or more shares in a pilot stock at 3 p.m., but due to
MOC order cancellations, an imbalance of 50,000 or more shares exists at 3:30 p.m., should it be
disseminated?

A. Yes. Subsequently, contra side MOC orders may be entered.

Q. How should buy “minus” /sell “plus” orders (including short sell orders) be handled when
calculating the MOC imbalance?

A. When calculating the MOC imbalance, buy “minus” /sell “plus” orders should be considered in terms of
the imbalance of other MOC orders. Buy MOC imbalances are reduced by sell “plus” MOC orders and sell
MOC imbalances are reduced by buy “minus” orders. Sell “short” MOC orders should be added in with the
sell “plus” orders.

Example #1

200,000 buy MOC

50,000 sell MOC

50,000 sell plus MOC

25,000 buy minus MOC

In the above example #1, the MOC imbalance is 150,000 shares to buy (B 200,000 - S 50,000). The 50,000
sell “plus” MOC orders would reduce the imbalance to 100,000 shares to buy. The 25,000 buy “minus” would
not be counted since it does not offset the imbalance.

Example #2

100,000 sell MOC

50,000 buy MOC

25,000 buy minus MOC

25,000 sell plus MOC

In the example #2, the MOC imbalance is 50,000 to sell (S 100,000 - B 50,000). The buy “minus” MOC
orders would reduce the sell imbalance to 25,000 shares, which would not require an imbalance notice to be
disseminated. The sell plus MOC would not be counted since it does not offset the imbalance.

Q. How are buy minus/sell plus Market-on-Close orders handled on Expiration Fridays?

Example: Market 20 1/4- 1/2 - last sale 20 3/8

A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus order would
go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the other hand, if the
20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus order would go ahead of
the 20 1/2 limit sell orders on the book because it should be treated like a market order. Similarly, a market-
on-close buy minus order would be treated as a limit order if the last sale was on a “plus” or “zero plus”, going
behind any buy orders limited at 20 1/4. If the last sale was on a “minus” or “zero minus” tick, the market-on-
close buy minus order would be treated as a market order and executed ahead of 20 1/4 limit buy orders on
the book.

Q. How do you determine the price at which MOC orders are executed on non-expiration days?

A. Again, the general rule of thumb is imbalance creates price change while a perfect pair-off creates no
change in price.
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Non-Expiration Day

Examples:

Mkt. 24 - 1/8 20,000×30,000

Last Sale 24 1/8-a zero minus tick

Example A: Sell 20,000 MOC; Buy 25,000 moc

Imbalance Rules - 20,000 sells at 24 then 25,000 trades at 24 1/8 - Last 24 1/8+

Example B: Sell 20,000 MOC; Buy 15,000 MOC

Imbalance Rules Again - 15,000 trades 24 1/8 then 20,000 sells at 24 - Last 24 -

Example C: Sell 10,000 MOC; Buy 10,000 MOC

No Imbalance of supply and demand so market should return to price prior to market-on-close.

So: 10,000 sells at 24 the 10,000 trades at 24 1/8 - Last 24 1/8+

•In all 1/8 point examples it is assumed there is a Public Bid and Public Offer. If it is the Specialist Bid or Offer,
he must yield to the pair-off, since he is Agent for those orders.

Q. What if the quotation spread is 1/4 or more?

A. Ideally, the specialist should offset the imbalance and cross the entire amount inside the existing quote.
Where market conditions or rules do not facilitate such an offset, the “Paired-off, portion could be crossed1/8
point away from the indicated closing price with the imbalance setting the closing sale.

Non-Expiration pay

Examples:

Mkt. 24 - 1/4 100,000×100,000

Last 24 1/4 - a minus tick

Example A: Sell 20,000 MOC Buy 25,000 MOC (Assume specialist short)

Imbalance sets close - 20,000 sells at 24 1/8 then 5,000 trades at 24 1/4, last 24 1/4+

Example B: Sell 100,000 MOC Buy 55,000 MOC if specialist does not ‘cross’ the entire amount at 24 1/8

Imbalance sets close - 55,000 sells at 24 1/8 then 45,000 trades at 24; last 24 -

Example C: Sell 20,000 MOC Buy 20,000 MOC

No imbalance

20,000 sells at 24 1/8; last 24 1/8 -

Q. How will the specialist determine which orders receive which prices?

A. While all MOC orders become effective simultaneously, it would be consistent with NYSE policy to allocate
the most advantageous prices to the orders received earliest.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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MARKET OPERATIONS

 TO: All Members and Managing Partners/Chief Executive Officers and Senior Operations Partners/Officers of
all Member Organizations/Purchase and Sales Managers

SUBJECT: The Overnight Comparison System (“T+ 1”)

On April 27th of this year, the Exchange began to implement its electronic subsystem of the Overnight
Comparison System (“T+1”) known as the “Correction System”.

Because the Correction System involved a significant departure from the manual, paper-Form process, it was
implemented in stages.

The Correction System Operations Procedures were incorporated in a circular letter to the membership
and filed with and approved by the Securities and Exchange Commission, giving the circular letter the
regulatory effect of an Exchange rule. As the Correction System was expanded to include additional stocks,
the electronic procedures contained in that Circular Letter came into more extensive use and the use of the
manual, paper-Form procedures contained in Rule 134.A (more popularly known as the “‘QT’ Rule”) were
diminished. Now that all stocks have been added to the Correction System, Rule 134.A has become obsolete,
and will be proposed for rescission when other Exchange Rules are proposed for amendment in conjunction
with the full implementation of Rule 130 (the Overnight Comparison or “T+1” Rule).

As has been announced by the Exchange and the National Securities Clearing Corporation (NSCC) in other
publications, the NSCC has been developing an industry-wide Comparison Redesign. This Redesign will,
among other things, shorten the comparison cycle, and is scheduled for implementation by the NSCC on
August 19, 1989 - please refer to NSCC Important Notice A3218.

The shortened comparison cycle will have a significant impact on the manner by which uncompared or
“Questioned Trades” are resolved on the Exchange because the time for the resolution process will be
reduced by 24 hours. In other words, clearing firm's Purchase and Sales (P&S) Departments will perform their
uncompared trade resolution process on the first business day after the trade date (T+1) rather than on the
second business day (T+2). Similarly, Trading Floor personnel of member organizations will perform their
uncompared trade resolution (“QT”) process on the second business day after the trade date (“T+2”) rather
than on the third business day (“T+3”).

Set forth below are the procedures to be used in processing uncompared transactions (“QTs”) in all listed
stocks effected on the Exchange through the Correction System. Essentially, they are the same procedures
in use now, with different time-frames. The new times are underscored. These procedures are effective with
trades of August 17th, (T+1 date August 18th (P&S), (“QT” date August 21st). These procedures have been
filed with the Securities and Exchange Commission and have the regulatory effect of an Exchange rule.
Previously published Correction System Operational Procedures are hereby rescinded. It is important to note
that the close-out provision for transactions that cannot be compared remains the same - the fifth business
day after the trade date.

Correction System Operations Procedures

* * * * * * *
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(1) Clearing members may begin to interrogate their terminals for items that are uncompared in the System
on T+ 1, and resolve as many as possible. The System will be available for use at 8:00 AM on each business
day, or earlier if necessary. Corrections to erroneous trades can be made, and trades that were omitted
can be added. If a trade is added, it must include the time of the trade, the badge number of the executing
broker and the badge number of the contra-broker. Clearing firms can only correct their own data - they will
not be able to correct the data submitted by clearing firms against them. In any event, clearing firms should
make every effort to ensure that by the end of each business day, their T+ 1 data is as accurate as possible,
because this data will appear as their T+ 2 QT uncompared and advisory data on the following business bay.

(2) Transactions that have not been resolved on T+ 1 shall be resolved on T+ 2. Clearing firms shall review
the uncompared data displayed on their screens any time the System is available for use (8:00 AM or earlier)
and make any necessary additions, deletions or changes no later then one-half hour before the opening of
business on the second business day after the trade date (T+ 2). When a clearing firm-adds a trade to its
file, it must include the time of the execution and the badge number of the executing broker and the badge
number of the contra-broker.

(3) Beginning at the opening of business on T+ 2, the clearing member organization's members that executed
the uncompared transactions shall begin to resolve them by comparing their trade data with the data
displayed by the contra-party to the trade. If a “$2” broker or a specialist executed the order for the clearing
firm, the clearing firm will notify the “$2” broker or specialist of the uncompared trade by presenting him with
a copy of the details of the trade produced by the Correction System along with copies of all relevant Floor
Reports. Clearing firms must contact the “$2” broker or specialist no later than one hour after the opening of
business on T+ 2.

(4) If a clearing firm has an uncompared transaction on T+ 2, which it submitted to comparison on behalf of
a non-clearing firm, it shall notify the non-clearing firm of the uncompared trade by presenting it with a copy
of the details of the trade produced by the Correction System. This notification must be made no later than
one hour after the opening. The member of the non-clearing firm that executed the uncompared trade shall
immediately begin to resolve the uncompared trade. If a “$2” broker or a specialist executed the order for the
non-clearing firm, the non-clearing firm shall notify the “$2” broker or specialist of the uncompared trade by
presenting him with a copy of the details of the trade produced by the Correction System along with copies of
all relevant Floor Reports.

(5) If a “$2” broker or a specialist knows a transaction, but the firm that he gave up does not, then the “$2”
broker or specialist must have the transaction cleared for his own account by substituting his clearing firm for
the clearing firm that was originally given up.

In this regard, a member who has made an error in effecting a transaction may have the trade cleared in
his own account, the account of his member organization or the account or another member or member
organization if the other member or member organization agrees. When a member has an error trade cleared
in his own account or the account of his member organization, he must maintain accurate and complete
records of the error trade and make them available to the Exchange upon request. When a member has
an error trade cleared in the account of another member or member organization which involved $3,000 or
more, he must also maintain accurate and complete records of the error trade, including audit trail elements
required in Rule 132, as well as the nature and amount of the error, and how the error was resolved with the
member or member organization that cleared the transaction. This data, as well as any other data that the
Exchange requires, such as the aggregate amount of the members liability that has been incurred and is
outstanding, shall be made available to the Exchange upon request.

(6) Clearing members shall resolve all of their uncompared transactions as either OK or DK no later than
6:00 PM on the second business day after the trade date by inserting the appropriate response next to
each uncompared trade contained in the System's file. In order that clearing firms can comply with this
requirement, “$2” brokers and specialists that executed the uncompared trades for clearing firms, and non-
clearing firms whose own brokers executed their uncompared trades must respond with answers to their
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clearing firms no later than 5:00 PM on the second business day after the trade date. However, when a
“$2” broker or a specialist has executed an uncompared trade for a non-clearing member, the non-clearing
member has until 5:30 PM to respond to its clearing member.

(7) The Exchange may, if necessary, extend the time requirements contained in Sections (2), (3), (4) and
(6), but the time requirements specified in Section (6) will not be extended past the time that the Correction
System is available for use on the second business day after the trade date, in order that all uncompared
trades can be resolved on that day.

(8) Transactions resolved as OK by a clearing member may not be subsequently changed to DK by the
clearing member. Similarly, transactions resolved as DK by a clearing member may not be subsequently
changed to OK by the clearing member.

(9) Transactions resolved as DK by a clearing member may be closed out by the questioning firm under the
provisions of Rule 283. The printed record produced by the Correction System indicating that the transaction
was resolved as DK shall constitute the notice requirement of Rule 283.

(10) Transactions that cannot be compared within five business days after the trade date shall be closed out
under the provisions of Rule 283.

* * * * * *

Any questions concerning the Correction System Procedures should be directed to Mr. Dennis Covelli at
(212) 656-6918.

Jaroslav W. Kryshtalsky

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Market Surveillance

 TO: Members and Member Organizations

SUBJECT: New Trade Comparison Procedures Relating to Audit Trail Data

As part of the Exchange's continued commitment to ensure high-quality audit trail data, a number of
procedural changes are being introduced. These procedural changes will be phased-in as described below,
and will culminate in a new requirement that audit trail data relating to buy and sell executing and contra
broker badge numbers must correlate as a prerequisite for trade comparison in the third quarter of 1990.

All systems and procedural changes necessary to ensure that complete and accurate audit trail data is
processed as required by Rule 132 (attached) must be addressed immediately and implemented by October
of this year. Specific attention should be focused on the collection and processing of executing broker badge
numbers, as distinguished from commission billing numbers, as well as execution reports of multiple contra
broker numbers and execution times. In addition, it is important that all audit trail information on regular way
“cross” transactions be submitted to the National Securities Clearing Corporation (NSCC) and nonregular way
trades be submitted to Securities Industry Automation Corporation (SIAC) for audit trail processing.

The new T+l Overnight Comparison System provides for the capture of broker badge and time data on crowd-
to-crowd trades for supplemental comparison input, as well as Questioned Trades (QT's). A buy and sell-side
match on broker badge data for all uncompared trades will become a new prerequisite for trade comparison
in November of this year. A new electronic member badge file will be available on the trading Floor and in the
QT Center to facilitate this requirement.

In March of 1990, corrections will be required in the T+l Overnight Comparison System for broker badge
numbers which do not match contra firm input on compared trades; and, in September of 1990, all buy
and sell executing and contra crowd-to-crowd badge data will have to match as a prerequisite for trade
comparison.

In the NSCC systems redesign for the T+1 Overnight Comparison System, changes will be made to analyze
the quality and completeness of audit trail data, and from which quality reports will be generated to members
and member organizations. It is anticipated that audit trail quality will be improved to facilitate elimination of
the “suggested names” procedure used by NSCC in April of 1990, and discontinue summarization in June of
1990.

In addition to formal disciplinary action for failure to comply with Rule 132, a processing fee may be
implemented relating to poor quality audit trail input on a trade-by-trade basis.

The Exchange has scheduled a series of meetings with member firms to review the audit trail plan and
meetings with Floor brokers and specialists will be scheduled.

All member organizations should have routine compliance procedures to monitor the quality of audit trail
submissions, including those relating to executing brokers' badge numbers, execution times and account type
indicators.

If you have any questions regarding these procedures, please contact Mr. Michael Seeley at (212) 656-6531
or Mr. David Leibowitz at (212) 656-4588.

Robert J. McSweeney
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Senior Vice President

Rule 132. Comparison and Settlement of Transactions Through A Fully-Interfaced or Qualified Clearing
Agency; Audit Trail Requirements

(a) Each party to a contract shall submit data regarding its side of the contract (“trade data”) to a Fully-
Interfaced Clearing Agency for comparison or settlement, but each party shall be free to select the Fully-
Interfaced Clearing Agency of its choice for such purpose. Where the parties to a contract do not choose
Fully-Interfaced Clearing Agencies for the comparison of such contract, they shall both submit trade data
to the same Qualified Clearing Agency for comparison pursuant to the rules of such Clearing Agency and
where such parties do not choose Fully-Interfaced Clearing Agencies for the settlement of such contract, they
shall both submit the same transaction to the same Qualified Clearing Agency for settlement pursuant to the
rules of such Clearing Agency; provided, however, that this paragraph (a) shall not apply if (i) it is otherwise
stipulated in the bid or offer, (ii) it is otherwise mutually agreed upon by both parties to the contract, or (iii)
the Fully-Interfaced or Qualified Clearing Agency selected by either party to the contract refuses to act in the
matter.

(b) Transactions which are not submitted to a Qualified Clearing Agency for comparison pursuant to the rules
of such Clearing Agency shall be compared in accordance with the Rules of the Exchange and transactions
which are not submitted to a Qualified Clearing Agency for settlement pursuant to the rules of such Clearing
Agency shall be settled in accordance with the Rules of the Exchange.

… Supplementary Material:

.10 Definitions

Definition of a Qualified Clearing Agency - The term “Qualified Clearing Agency” shall mean a clearing
agency (as defined in the Securities Exchange Act of 1934) which (i) has been granted registration by
the Securities and Exchange Commission under said Act, (ii) maintains facilities through which Exchange
Contracts may be compared or settled, and (iii) has agreed to supply the Exchange with the trade data
specified i paragraph .30 below and with such other data reasonably requested in order to permit the
Exchange to enforce compliance by its members and member organizations with the provisions of the
Securities Exchange Act of 1934, the rules and regulations thereunder, and the Rules of the Exchange.

.20 Definition of Fully-Interfaced Clearing Agency - The term “Fully-Interfaced Clearing Agency” shall mean
a Qualified Clearing Agency which, in conjunction with the Qualified Clearing Agency selected by the contra-
party to the contract: (i) in the case of a submission for comparison, has established systems for effecting
comparison of a securities contract which permits each party to the contract to submit its trade data to the
Qualified Clearing Agency selected by it and (ii) in the case of a submission for settlement, has established
systems for the settlement of securities contracts in a manner which does not require each party to a contract
to be a participant in the same Qualified Clearing Agency.

.30 Regardless of whether or not a Fully-Interfaced or Qualified Clearing Agency is being used for the
comparison and/or settlement of a round-lot regular way contract for the purchase or sale of a security
entered into on the Exchange, each clearing member organization that is a party to such contract shall submit
to a Fully-Interfaced or Qualified Clearing Agency, as defined above, in such form and within such time
periods as may be prescribed by the Clearing Agency, or the Exchange, as appropriate, each of the following
trade data elements:

(1) Name or identifying symbol of the security, as may be required by the clearing agency;

(2) Number if shares or quantity of security;

(3) Transaction price;

(4) Time the trade was executed;

(5) Executing broker badge number, or alpha symbol as may be used from time to time, in regard to its side of
the contract;
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(6) Executing broker badge number, or alpha symbol as may be used from time to time, of the contra side of
the contract;

(7) Clearing firm number, or alpha symbol as may be used from time to time, in regard to its side of the
contract;

(8) Clearing firm number, or alpha symbol as may be used from time to time, in regard to the contra side of
the contract;

(9) Whether the account for which the order was executed was that of a member or member organization or
of a non-member or non-member organization;

(10) Such other information as the Exchange may from time to time require.

Each clearing member organization that is a party to a round lot non-regular way contract for the purchase
or sale of a security entered into on the Exchange shall submit each of the trade data elements referred to
above to the Exchange, in such form and within such time periods as the Exchange may prescribe.

.40 It shall be the obligation of each member effecting a transaction on the Floor, whether acting as agent for
another member or otherwise, to supply items (1) through (8) of the above-specified trade data to-the clearing
member organization for his side of the transaction for submission by such clearing member organization.
The clearing member organization shall, as provided in paragraph .30 above, submit such data to a Fully-
Interfaced or Qualified Clearing Agency, or to the Exchange as prescribed above. It shall also be the duty
of each member to promptly upon effecting the transaction, notify the reporter in the Crowd, or such other
individual as the Exchange may deem appropriate, of his broker badge number, or alpha symbol as may be
used from time to time, and any other information in regard to the contract as the Exchange may determine
from time to time.

Amendments.

September 3, 1964.

July 31, 1978.

September 20, 1985.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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July 14, 1989

  

Market Surveillance

MOC ORDERS LIQUIDATING INDEX STRATEGIES MUST BE IN BY 3 PM SEE PAGES 1 and 2 FOR NEW
PROCEDURES

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Procedures for Handling Market-on-Close Orders on July 21, 1989 (“Expiration Friday”)

Members and member organizations are reminded that the closing procedures for expiration Fridays were
revised beginning with the June 16, 1989 expiration. The Exchange will again implement these revised
closing Procedures on expiration Friday, July 21, 1989, as listed below:

PROCEDURES RELATING TO THE CLOSE

The Exchange has determined to implement the quarterly triple expiration Friday procedures for market-on-
close (“MOC”) orders each monthly expiration Friday and expand the scope of applicable MOC orders to
those relating to a strategy involving any stock index futures, stock index options, or options on stock index
futures, in the pilot stocks. These procedures have been filed as a rule with the SEC and were effective
beginning the November 18, 1988 monthly expiration Friday.

In addition, the Exchange has determined to change the cut-off time to 3:00 p.m. for the entry of MOC orders
that relate to a strategy including any stock index futures, stock index options or options on stock index
futures in the pilot stocks.

Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders on so-called “expiration
Fridays” (the Fridays preceding the expiration or settlement of options or futures contracts based on a stock
index). The procedures, which may be used only on expiration Fridays, are intended to provide an orderly
means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering
and using MOC orders. In this regard, if using such orders, you should enter them as early in the day as
feasible. This will provide an opportunity for Floor brokers and/or specialists to better ascertain possible order
imbalances that might exist at the close. Consequently, efforts can be more easily made to contact potential
buying (selling) interests which could offset any such possible imbalance.

Pilot Stocks

For the purpose of facilitating the publication of any significant order imbalance in one of the Pilot Stocks (see
attached list), you must as stated above, enter all MOC orders, in positions relating to a strategy involving any
stock index futures, stock index options, or options on stock index futures, by 3:00 p.m. eastern time. It should
be noted that, pursuant to Rule 13, an order for execution at the close may only be entered for execution at-
the-market; “limit-at-the-close” orders are not permitted.
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As soon as possible after 3:00 p.m., the Exchange will publish on the tape any imbalance of MOC orders
of 50,000 shares or more that existed at 3:00 p.m. in those pilot stocks. Additionally, as soon as possible
after 3:30 p.m. the Exchange will again publish on the tape any imbalance of MOC orders of 50,000 shares
or more that existed at 3:30 p.m. For those pilot stocks that had imbalance notices published at 3:00 p.m.
and there is no imbalance of 50,000 shares or more at 3:30 p.m. the Exchange will publish a “No Imbalance”
message. No MOC orders will be permitted in those pilot stocks that have a “No Imbalance” message
disseminated. While MOC orders previously entered may be cancelled or reduced in size, once such
publication has been made, any MOC orders subsequently entered will be accepted only to trade on the
opposite side of the market in relation to such published imbalance. The liquidation of positions relating to a
strategy involving any stock index futures, stock index options, or options on stock index futures using MOC
orders entered after 3:00 p.m. is not permitted, even if such orders might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:30 p.m. may not reflect the imbalance that exists at the close.

These procedures relate only to the pilot stocks. Regular procedures will apply to all other listed securities.

Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.”

Where the aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they
may be “stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to
the close of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as
“stopped stock.”

“G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or ‘ “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
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New York Stock Exchange regulations should be addressed, such as SEC Rules 9a-2, 10a-1, 10b-5, as well
as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Michael Seeley at (212) 656-6531 or Mr.
David Leibowitz at (212) 656-4588.

Robert J. McSweeney

Senior Vice President

                                  

Attachments

               

Expiration Friday Pilot Stocks - July 21, 1989

ABT     ABBOTT LABORATORIES

AXP     AMERICAN EXPRESS COMPANY

AHP     AMERICAN HOME PRODUCTS CORPORATION

AIG     AMERICAN INTERNATIONAL GROUP INC.

T       AMERICAN TELEPHONE AND TELEGRAPH

AIT     AMERITECH

AN      AMOCO CORPORATION

BUD     ANHEUSER BUSCH COMPANIES INC.

ARC     ATLANTIC RICHFIELD COMPANY

BEL     BELL ATLANTIC CORPORATION
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BLS     BELL SOUTH CORPORATION

BA      BOEING COMPANY

BMY     BRISTOL MYERS COMPANY

CHV     CHEVRON CORPORATION

CCI     CITICORP

KO      COCA COLA COMPANY

DEC     DIGITAL EQUIPMENT CORP.

DOW     DOW CHEMICAL COMPANY

DD      DU PONT COMPANY

DNB     DUN AND BRADSTREET CORPORATION

EK      EASTMAN KODAK COMPANY

LLY     ELI LILLY AND COMPANY

XON     EXXON CORPORATION

F       FORD MOTOR COMPANY

GE      GENERAL ELECTRIC COMPANY

GM      GENERAL MOTORS CORPORATION
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GTE     GTE CORPORATION

HWP     HEWLETT PACKARD COMPANY

IBM     INTERNATIONAL BUSINESS MACHINES CORP.

IP      INTERNATIONAL PAPER COMPANY

JNJ     JOHNSON AND JOHNSON

MCD     MCDONALDS CORPORATION

MRK     MERCK AND COMPANY INC.

MMM     MINNESOTA MINING AND MANUFACTURING

MOB     MOBIL CORPORATION

NYN     NYNEX CORPORATION

PAC     PACIFIC TELESIS GROUP

PEP     PEPSICO INC.

MO      PHILIP MORRIS COS. INC. HOLDING CO.

PG      PROCTER AND GAMBLE COMPANY

RD      ROYAL DUTCH PETROLEUM COMPANY

S       SEARS ROEBUCK AND COMPANY -
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SBC     SOUTHWESTERN BELL CORPORATION

TX      TEXACO INC.

UN      UNILEVER N.V. ADRS

USW     U.S. WEST INC.

\*/X    USX CORPORATION

WMT     WAL MART STORES INC.

DIS     WALT DISNEY COMPANY

\*/WCI  WARNER COMMUNICATIONS INC.

WMX     WASTE MANAGEMENT INC.

\*/ New addition to list (PFE and SLB).

This list consists of the 50 highest weighted S&P 500 stocks, based on market values as of June 22, 1989,
and the 20 Major Market Index stocks.

MEMORANDUM

Date: July 14, 1989

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Openings and Market-on-Close (MOC)
Orders

MOC Orders

Q. When can a specialist print “paired-off” market-on-close orders as “stopped stock”?

A. The special “stopped stock” procedure for Market on Close orders is used only 12 times a year on
“expiration days”, usually the 3rd Friday of each month.

Q. On expiration days, how do you determine the price at which to print the “stopped stock”?
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A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

Q. How are buy minus/sell plus Market-on-Close orders handled on Expiration Fridays?

Example: Market 20 1/4-1/2 - last sale 20 3/8

A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus order would
go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the other hand, if the
20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus order would go ahead of
the 20 1/2 limit sell orders on the book because it should be treated like a market order. Similarly, a market-
on-close buy minus order would be treated as a limit order if the last sale was on a “plus” or “zero plus”, going
behind any buy orders limited at 20 1/4. If the last sale was on a “minus” or “zero minus” tick, the market-on-
close buy minus order would be treated as a market order and executed ahead of 20 1/4 limit buy orders on
the book.

Q. How do you determine the price at which MOC orders are executed on non-expiration days?

A. Again, the general rule of thumb is imbalance creates price change while a perfect pair-off creates no
change in price.

Non-Expiration Day

Examples:

Mkt. 24-1/8 20,000×30,000

Last Sale 24 1/8-a zero minus tick

Example A: Sell 20,000 MOC; Buy 25,000 MOC

Imbalance Rules - 20,000 sells at 24 then 25,000 Trades at 24 1/8 - Last 24 1/8+

Example B: Sell 20,000 MOC; Buy 15,000 MOC

Imbalance Rules Again - 15,000 trades 24 1/8 then 20,000 sells at 24 - Last 24 -

Example C: Sell 10,000 MOC; Buy 10,000 MOC

No Imbalance of supply and demand so market should return to price Prior to market-on-close.

So: 10,000 sells at 24 the 10,000 trades at 24 1/8 - Last 24 1/8+

•In all 1/8 point examples it is assumed there is a Public Bid and Public Offer. If it is the Specialist Bid or Offer,
he must yield to the pair-off, since he is Agent for those orders.

Q. What if the quotation spread is 1/4 or more?

A. Ideally, the specialist should offset the imbalance and cross the entire amount inside the existing quote.
Where market conditions or rules do not facilitate such an offset, the” Paired-off” portion could be crossed 1/8
point away from the indicated closing price with the imbalance setting the closing sale.

Non-Expiration Day

Examples:

Mkt. 24 - 1/4 100,000×100,000

Last 24 1/4 - a minus tick

Example A: Sell 20,000 MOC Buy 25,000 MOC (Assume specialist short)

Imbalance sets close - 20,000 sells at 24 1/8 then 5,000 trades at 24 1/4, last 24 1/4+
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Example B: Sell 100,000 MOC Buy 55,000 MOC if specialist does not “cross” the entire amount at 24 1/8

Imbalance sets close - 55,000 sells at 24 1/8 then 45,000 trades at 24; last 24 -

Example C: Sell 20,000 MOC Buy 20,000 MOC

No imbalance 20,000 sells at 24 1/8; last 24 1/8

Q. How will the specialist determine which orders receive which prices?

A. While all MOC orders become effective simultaneously, it would be consistent with NYSE policy to allocate
the most advantageous prices to the orders received earliest.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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July 10, 1989

  

Member Firm Regulation

PLEASE ROUTE TO COMPLIANCE AND LEGAL DEPARTMENTS AND REGISTRATION

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: MANAGING PARTNERS/CHIEF EXECUTIVE OFFICERS AND COMPLIANCE OFFICERS

SUBJECT: COMPLIANCE OFFICIAL EXAMINATION

On July 21, 1988, Information Memo 88-21 announced the implementation of amendments to Exchange rules
relating to supervisory and compliance obligations of members and member organizations. One of these
regulatory initiatives (see Rule 342.13 attached) instituted a qualification examination intended to ensure that
individuals designated as having overall day-to-day compliance responsibilities for their respective firms, or
who directly supervise ten or more persons engaged in compliance activity have the knowledge, skills and
abilities necessary to carry out their job responsibilities. The Exchange has determined that members not
associated with a member organization that does not conduct any business with the public, and compliance
supervisors whose responsibilities are limited to the registration of individuals with appropriate regulatory
authorities, will not be required to take the examination.

Attached is a copy of the “Content Outline for the Compliance Official Qualification Examination.” The outline
contains a guide to the topics covered on the examination and provides other information relative to the
nature and scope of the test. The Exchange intends to commence administration of the examination in
approximately 90 days. Further information regarding applications and administration locations and dates will
be issued in the near future.

Questions concerning the Compliance Official examination should be directed to Carey Gessley (212)
656-3757 or Michael Shaffer (212) 656-6911. Requests for additional copies of the Content Outline should
be made in writing to the Testing Standards Section, New York Stock Exchange, 20 Broad Street, New York,
New York 10005.

Edward A. Kwalwasser

Senior Vice President

Attachment

Rule 342 Offices - Approval, Supervision and Control

* * * * *

.13 Acceptability of supervisors.(a)Generally. - Any member, allied member or employee who is a candidate
for acceptability under (d) above should have a creditable record as a registered representative or equivalent
experience, and is expected to pass either the Allied Member Examination or the Branch Office Manager
Examination to qualify under (d)(1) or (2), or an examination acceptable to the Exchange which demonstrates
competency to supervise a specific sales department or activity to qualify under (d)(3). The examination
requirement may be waived at the discretion of the Exchange. Special examinations may be arranged for
persons whose principal work is in unusual fields.
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(b) Compliance supervisors. - Each member not associated with a member organization and in the case of
a member organization, the person (or persons) designated to direct day-to-day compliance activity (such
as the Compliance Officer, Partner or Director) and each other person at the member organization directly
supervising ten or more persons engaged in compliance activity should have overall knowledge of the
securities laws and Exchange rules and must pass the Compliance Official Qualification Examination and, if
the member or member organization does business with the public, the General Securities Sales Supervisor
Qualification Examination (Series 8). Where good cause is shown, the Exchange, at its discretion, may waive
all or a portion of the examination requirements. The Exchange may give consideration to the scope of the
member or member organization's activity, to previous related employment, and to examination requirements
of other self-regulatory organizations. In such cases, the Exchange must be satisfied that the person is
qualified for the position.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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June 12, 1989

  

Market Surveillance

MOC ORDERS LIQUIDATING INDEX STRATEGIES MUST BE IN BY 3 PM SEE PAGES 3 and 4 FOR NEW
PROCEDURES

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Revised Procedures for Handling Market-on-Close Orders on
June 16, 1989 (“Expiration Friday”)

The Exchange will implement auxiliary opening and revised closing procedures on expiration Friday, June 16,
1989, as listed below:

OPENING PROCEDURES

Several auxiliary procedures are necessary to integrate stock orders relating to expiring contracts into
NYSE's opening procedures in a manner that assures an efficient market opening in each stock as close to
9:30 a.m. as possible. The auxiliary opening procedures applicable on June 16, 1989 are:

Order Entry

Stock orders relating to index contracts whose settlement pricing is based upon the June 16, 1989 opening
prices must be received by SuperDot or by the specialist by 9:00 a.m.

- These orders may be cancelled or reduced in size. 1 

- Stock orders relating to index contracts whose settlement pricing is not based upon the June 16 opening
prices may be entered after 9:00 a.m.

To facilitate early order entry, SuperDot (1) will begin accepting orders at 7:30 a.m. and (2) will accept market
orders of 30,099 shares or less.

“Limit-at-the-opening” (“limit OPG”) orders are permitted, including delivery through Exchange systems.

- Ordinary limit orders may also be entered.

Order Identification

Stock orders relating to opening-price settling contracts must be identified “OPG.”

- Firms entering these orders through SuperDot, but unable to identify orders as “OPG”, may use a unique
branch code or firm identifier (mnemonic) to identify these orders. The NYSE Market Surveillance Division (11
Wall Street, 11th Floor) must be advised of the branch code or identifier by June 19, 1989.

- Firms unable to identify these orders in either way, and firms not using SuperDot, must submit a list of all
these orders and related details to the NYSE Market Surveillance Division by June 19, 1989.

Dissemination of Order Imbalances
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For any of the pilot stocks (list attached) having a market order imbalance of 50,000 shares or more at
9:00 a.m., the NYSE will disseminate the size of the order imbalance via the low-speed ticker and the news
services as promptly as practicable after 9:00 a.m.

Dissemination of Indications

Except for the auxiliary procedures described above, all stocks, including the pilot stocks, are subject to the
regular NYSE opening procedures, including price indications where a substantial price change is anticipated.
Dissemination of an indication is mandatory for an opening which will result in a price change constituting the
lesser of 10% or three points from the prior NYSE close, or five points if the previous close is $100 or higher,
unless the price change is less than one point. Fifteen minutes must elapse between a first indication and a
stock's opening. However, when more than one indication is necessary, a stock may open (1) five minutes
after the last indication when it overlaps the prior indication (e.g., 51-53 overlaps 50-52, but does not overlap
53-55) and (2) ten minutes after the last indication when it does not overlap the prior indication, provided that
15 minutes must have elapsed from the dissemination of the first indication.

REVISED PROCEDURES RELATING TO THE CLOSE

The Exchange has determined to implement the quarterly triple expiration Friday procedures for market-on-
close (“MOC”) orders each monthly expiration Friday and expand the scope of applicable MOC orders to
those relating to a strategy involving any stock index futures, stock index options, or options on stock index
futures, in the pilot stocks. These procedures have been filed as a rule with the SEC and were effective
beginning the November 18, 1988 monthly expiration Friday.

In addition, beginning with the June 16, 1989 expiration, the Exchange has determined to change the cut-off
time to 3:00 p.m. for the entry of MOC orders that relate to a strategy including any stock index futures, stock
index options or options on stock index futures in the pilot stocks.

Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders on so-called “expiration
Fridays” (the Fridays preceding the expiration or settlement of options or futures contracts based on a stock
index). The procedures, which may be used only on expiration Fridays, are intended to provide an orderly
means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

Pilot Stocks

For the purpose of facilitating the publication of any significant order imbalance in one of the Pilot Stocks (see
attached list), you must as stated above, enter all MOC orders, in positions relating to a strategy involving any
stock index futures, stock index options, or options on stock index futures, by 3:00 p.m. eastern time. it should
be noted that, pursuant to Rule 13, an order for execution at the close may only be entered for execution at-
the-market; “limit-at-the-close” orders are not permitted.

As soon as possible after 3:00 p.m., the Exchange will publish on the tape any imbalance of MOC orders
of 50,000 shares or more that existed at 3:00 p.m. in those pilot stocks. Additionally, as soon as possible
after 3:30 a.m. the Exchange will again publish on the tape any imbalance of MOC orders of 50,000 shares
or more that existed at 3:30 p.m. For those Pilot stocks that had imbalance notices published at 3:00 p.m.
and there is no imbalance of 50,000 shares or more at 3:30 p.m. the Exchange will publish a “No Imbalance”
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message. No MOC orders will be permitted in those pilot stocks that have a “No Imbalance” message
disseminated. While MOC orders previously entered may be cancelled or reduced in size, once such
publication has been made, any MOC orders subsequently entered will be accepted only to trade on the
opposite side of the market in relation to such published imbalance. The liquidation of positions relating to a
strategy involving any stock index futures, stock index options, or options on stock index futures using MOC
orders entered after 3:00 p.m. is not permitted, even if such orders might offset net reported imbalances.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:30 p.m. may not reflect the imbalance that exists at the close.

These procedures relate only to the pilot stocks. Regular procedures will apply to all other listed securities.

Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.”

Where the aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they
may be “stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to
the close of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as
“stopped stock.”

“G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Rules 9a-2, 10a-1, 10b-5, as well
as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Michael Seeley at (212) 656-6531 or Mr.
David Leibowitz at (212) 656-4588.

Robert J. McSweeney
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Vice President

                                              

Attachments

                           

Expiration Friday Pilot Stocks - June 16, 1989

         ABT           ABBOTT LABORATORIES

         AXP           AMERICAN EXPRESS COMPANY

         AHP           AMERICAN HOME PRODUCTS CORPORATION

         AIG           AMERICAN INTERNATIONAL GROUP INC.

         T             AMERICAN TELEPHONE AND TELEGRAPH

         AIT           AMERITECH

         AN            AMOCO CORPORATION

         BUD           ANHEUSER BUSCH COMPANIES INC.

         ARC           ATLANTIC RICHFIELD COMPANY

         BEL           BELL ATLANTIC CORPORATION

         BLS           BELL SOUTH CORPORATION

         BA            BOEING COMPANY
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         BMY           BRISTOL MYERS COMPANY

         CHV           CHEVRON CORPORATION

         CCI           CITICORP

         KO            COCA COLA COMPANY

         DEC           DIGITAL EQUIPMENT CORP.

         DOW           DOW CHEMICAL COMPANY

         DD            DU PONT COMPANY

         DNB           DUN AND BRADSTREET CORPORATION

         EK            EASTMAN KODAK COMPANY

         LLY           ELI LILLY AND COMPANY

         XON           EXXON CORPORATION

         F             FORD MOTOR COMPANY

         GE            GENERAL ELECTRIC COMPANY

         GM            GENERAL MOTORS CORPORATION

         GTE           GTE CORPORATION

         HWP           HEWLETT PACKARD COMPANY

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

938

http://researchhelp.cch.com/License_Agreement.htm


         IBM           INTERNATIONAL BUSINESS MACHINES CORP.

         IP            INTERNATIONAL PAPER COMPANY

         JNJ           JOHNSON AND JOHNSON

         MCD           MCDONALDS CORPORATION

         MRK           MERCK AND COMPANY INC.

         MMM           MINNESOTA MINING AND MANUFACTURING

         MOB           MOBIL CORPORATION

         NYN           NYNEX CORPORATION

         PAC           PACIFIC TELESIS GROUP

         PEP           PEPSICO INC.

         PFE           PFIZER INC.

         MO            PHILIP MORRIS COS. INC. HOLDING CO.

         PG            PROCTER AND GAMBLE COMPANY

         RD            ROYAL DUTCH PETROLEUM COMPANY

         SLB           SCHLUMBERGER LIMITED

         S             SEARS ROEBUCK AND COMPANY
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         SBC           SOUTHWESTERN BELL CORPORATION

         TX            TEXACO INC.

         UN            UNILEVER N.V. ADRS

         USW           U.S. WEST INC.

         X             USX CORPORATION

         WMT           WAL MART STORES INC.

         DIS           WALT DISNEY COMPANY

                       WASTE MANAGEMENT INC.

         WMX

This list consists of the 50 highest weighted S&P 500 stocks, based on market values as of June 1, 1989, and
the 20 Major Market Index stocks.

MEMORANDUM

Date: June 12, 1989

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Openings and Market-on-Close (MOC)
Orders

MOC Orders

Q. When can a specialist print “paired-off” market-on-close orders as “stopped stock”?

A. The special “stopped stock” procedure for Market on Close orders is used only 12 times a year on
“expiration days”, usually the 3rd Friday of each month.

Q. On expiration days, how do you determine the price at which to print the “stopped stock”?

A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired-off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.
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Q. How are buy minus/sell plus Market-on-Close orders handled on Expiration Fridays?

Example: Market 20 1/4- 1/2 - last sale 20 3/8

A. If the 20 3/8 last sale occurred on a “minus” or “zero minus” tick, the market-on-close sell plus order would
go behind the 20 1/2 limit sell orders because it would be treated like a limit order. On the other hand, if the
20 3/8 last sale occurred on a “plus” or “zero plus” tick, the market-on-close sell plus order would go ahead of
the 20 1/2 limit sell orders on the book because it should be treated like a market order. Similarly, a market-
on-close buy minus order would be treated as a limit order if the last sale was on a “plus” or “zero plus”,going
behind any buy orders limited at 20 1/4. If the last sale was on a “minus” or “zero minus” tick, the market-on-
close buy minus order would be treated as a market order and executed ahead of 20 1/4 limit buy orders on
the book.

Q. How do you determine the price at which MOC orders are executed on non-expiration days?

A. Again, the general rule of thumb is imbalance creates price change while a perfect pair-off creates no
change in price.

Non-Expiration Day

Examples:

Mkt. 24 - 1/8 20,000×30,000

Last Sale 24 1/8-a zero minus tick

Example A: Sell 20,000 MOC; Buy 25,000 MOC

Imbalance Rules - 20,000 sells at 24 1/8 then 25,000 trades at 24 1/8 - Last 24 1/8+

Example B: Sell 20,000 MOC; Buy 15,000 MOC

Imbalance Rules Again - 15,000 trades 24 1/8 then 20,000 sells at 24 - Last 24 -

Example C: Sell 10,000 MOC; Buy 10,000 MOC

No Imbalance of supply and demand so market should return to price prior to market-on-close.

So: 10,000 sells at 24 the 10,000 trades at 24 1/8 - Last 24 1/8+

•In all 1/8 point examples it is assumed there is a Public Bid and Public Offer. If it is the Specialist Bid or Offer,
he must yield to the pair-off, since he is Agent for those orders.

Q. What if the quotation spread is 1/4 or more?

A. Ideally, the specialist should offset the imbalance and cross the entire amount inside the existing quote.
Where market conditions or rules do not facilitate such an offset, the “paired-off” portion could be crossed 1/8
point away from the indicated closing price with the imbalance setting the closing sale.

Non-Expiration Day

Examples:

Mkt. 24 - 1/4 100,000×100,000

Last 24 1/4 - a minus tick

Example A: Sell 20,000 MOC Buy 25,000 MOC (Assume specialist short)

Imbalance sets close - 20,000 sells at 24 1/8 then 5,000 trades at 24 1/4, last 24 1/4+

Example B: Sell 100,000 MOC Buy 55,000 MOC if specialist does not “cross” the entire amount at 24 1/8

Imbalance sets close - 55,000 sells at 24 1/8 then 45,000 trades at 24; last 24 -

Example C: Sell 20,000 MOC Buy 20,000 MOC
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No imbalance

20,000 sells at 24 1/8; last 24 1/8 -

Q. How will the specialist determine which orders receive which prices?

A. While all MOC orders become effective simultaneously, it would be consistent with NYSE policy to allocate
the most advantageous prices to the orders received earliest.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.
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June 9, 1989

  

Member Firm Regulation

PLEASE ROUTE TO COMPLIANCE, LEGAL AND ADMINISTRATIVE DEPARTMENTS

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: Managing Partners, Chief Executive Officers and Compliance Directors

SUBJECT: Rule 351(d) - Reports of Customer Complaint Statistics

In order to answer the membership's questions regarding procedures for transmission of quarterly complaint
statistics pursuant to Information Memo No. 88-35, the Exchange has outlined below the areas which need
further clarification:

1) On manual submissions, by those firms who have four (4) or fewer complaints for the quarter, firm name
must be included on the paper report in lieu of firm number. These submissions should be sent to the Data
Control Section, New York Stock Exchange, 20 Broad Street, New York, N.Y. 10005 on or before the 15th of
the month following the end of the quarter, i.e., January 15, April 15, July 15, October 15.

Automated transmissions will include the firm number on the diskette provided by the Securities Industry
Automation Corporation (SIAC).

2) The “Period-Ending” date should be determined according to the following:

•Period Ending consists of the year and the month that the report being filed covers.

•Year is a two digit field (e.g. 89)

•Month is a two digit field representing the quarter the report is filed. The only valid months are 03, 06, 09 and
12. For example, complaints that are received during January, February or March of 1989 would all have a
period ending or filing date of 8903.

3) The branch number to be included on each complaint record is the code or designation (either alpha or
numeric) created internally by the member or member organization. It is extremely important that firms be
consistent in filing this information. If a firm does not already have branch designations in place, it will be
necessary to create designations to satisfy this requirement. It is unacceptable to include a branch address
(e.g., 322 Madison Avenue, N.Y.) or to use different codes to describe the same branch.

In addition, the Exchange requires submission of a complete list of the branch codes/designations being used
and their actual street, city, state and zip information. This listing is due by August 15, 1989 and should be
sent to Data Control, New York Stock Exchange, Inc., 20 Broad Street, New York, N.Y. 10005, Attn: Branch
Listings.

4) Problem codes 00-08 require the inclusion of the social security number of the employee charged with
the complaint in the “Social Security Number” column. Problem codes 50-99 do not require a social security
number. Please do not give name or firm number of employee.

5) Each complaint record represents one item. For each item there may be up to three product/problem codes
associated with it.

Questions on the automated transmission may be directed to the SIAC Help Desk whose telephone number
is included in the PC/Complaints Manual. All other questions should be directed to your Finance Coordinator.
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Attached is a sample sheet which will illustrate the proper information to be included when making the
quarterly filing in manual format. If there are no complaints received in a particular quarter, a letter or the
complaint form indicating “none received” must be submitted.

Please keep in mind that this filing is a requirement under Rule 351(d). Disciplinary action may be taken
against those firms who are delinquent in filing these reports within the time periods and guidelines set forth
above.

Edward A. Kwalwasser

Senior Vice President

                          

Attachment

          

CUSTOMER COMPLAINTS - QUARTERLY REPORT

FIRM #: 

ABC SECURITIES        SAMPLE REPORT

                              

FOR MANUAL TRANSMISSIONS ONLY

PERIOD ENDING: 

June 1989

BRANCH #       PRODUCT CODE   PROBLEM CODE   R.R. - SS#

123            01             53

231            03, 07         01, 02, 04     769-33-9807
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678            00, 02, 08     99

415            09             01             896-76-8787
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June 1, 1989

   TO: All Members and the Managing Partner/Chief Executive Officer and General Counsel of Each Member
Organization

SUBJECT: Amendments to Rules 601, 607, 608, 610, 611, 612, 619, 623, 627 and 637 on Arbitration
Procedures

The Securities and Exchange Commission recently approved amendments to the Arbitration Rules. The
amendments will enhance the Exchange's arbitration procedures and will increase the public's understanding
and confidence in the arbitration process. The amendments expedite the service of pleadings in arbitration,
codify the Exchange's existing policy on arbitrator classification and disclosure, allow the Director of
Arbitration to fill vacancies on arbitration panels, expand the discovery process in arbitration, require that
a record be maintained of all arbitrations, enlarge the scope of arbitration awards, clarify the arbitration fee
schedule and establish requirements for using pre-dispute arbitration agreements with customers. These
amendments are set forth in Exhibit A and are described below.

Rules 601 and 612

New rules 601 and 612 now require that the parties serve pleadings upon each other after the Exchange
serves the statement of claim upon the respondent(s). Previously the Exchange served all pleadings. The rule
requires that the parties supply the Exchange with sufficient copies of pleadings for the use of the arbitrators
and other parties.

Rules 607, 608, 610, and 611

These rule amendments codify the Exchange's policy on arbitrator classification and disclosure. They also
help to expedite the arbitration process by allowing the Director of Arbitration to fill vacancies on panels.

Rule 607 now clearly states that an arbitrator who is classified as a public arbitrator may not be affiliated with
the securities industry. If, for example, an arbitrator devotes 20% or more of his or her professional work
effort to the securities industry then that arbitrator may not serve as a public arbitrator. Rule 608 requires that
parties be supplied with background information on each arbitrator assigned to a matter. Rule 610 codifies the
duties of arbitrators to disclose potential conflicts.

Rule 608 also has been amended to permit the Director of Arbitration to fill vacancies on panels when
arbitrators become unable to serve prior to the first hearing session. Rule 611 allows a hearing in progress to
continue where a vacancy has occurred in the panel. If a party objects to continuing without a replacement
arbitrator, the Director of Arbitration may appoint a new arbitrator.

Amendments to Rule 619

Prior to these amendments, discovery was conducted on a voluntary basis or through use of the subpoena
process. Rule 619 now contains specific provisions relating to pre-hearing conferences and information
exchanges. A request for documents or information can be served as soon as twenty (20) days after service
of the statement of claim. If the request is not satisfied, a pre-hearing conference may be called at the request
of a party, an arbitrator or the Director of Arbitration. An arbitrator may issue subpoenas and set deadlines for
the exchange of documents ordered to be produced. The rule requires that the parties exchange witness lists,
documents which they intend to use in their direct case and copies of all subpoenas issued.

Amendments to Rule 623
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Rule 623 now requires that a verbatim record of each arbitration be kept.

Amendments to Rule 627

Rule 627 now requires that the arbitrators award include a summary of the issues in controversy and a
summary of the damages and relief requested as well as awarded. The arbitration awards will be made
publicly available and will include the names of the parties. A customer may request in writing that his or her
name not be published.

Amendments to Rule 629

Rule 629 now requires that a filing fee be deposited for counterclaims, third-party claims and cross-claims as
well as claims. It defines the length of a hearing session and the cost of a pre-hearing conference. It further
allows the arbitrators to determine who shall bear the costs of the arbitration.

Amendments to Rule 637

Rule 637 is a new rule which sets forth the requirements for using pre-dispute arbitration agreements with
customers. The rule contains disclosure language which must precede the arbitration clause. Both the
disclosure language and the clause must be highlighted. The rule also requires that a highlighted statement
indicating the existence and location of the arbitration clause be placed immediately above the signature line.
The customer must acknowledge receipt of the arbitration agreement.

When rewriting customer agreements, member organizations are encouraged to permit customers to choose
the American Arbitration Association or similar organizations to resolve disputes.

Any questions about these rules may be directed to Edward W. Morris, Jr., Director of Arbitration, (212)
656-2737; Robert S. Clemente, Manager, (212) 656-5608; and Harry Albirt, Manager, (212) 656-2775.

James E. Buck

Senior Vice President and Secretary

Exhibit A

[ ] DELETED LANGUAGE

Underscored NEW LANGUAGE

Rule 601. SIMPLIFIED ARBITRATION

(a) Any dispute, claim or controversy, arising between a public customer(s) and an associated person or a
member subject to arbitration under this Code involving a dollar amount not exceeding $10,000 exclusive of
attendant costs and interest, shall upon demand of the customer(s) or, by written consent of the parties, be
arbitrated as hereinafter provided.

(b) The Claimant shall file with the Director of Arbitration [one (1) executed Submission Agreement and
one (1) copy of the Statement of Claim of the controversy in dispute,] an executed Submission Agreement
and a cony of the Statement of Claim of the controversy in dispute and the required deposit, together with
documents in support of the Claim. Sufficient copies of the Submission Agreement and the Statement of
Claim and supporting documents shall be Provided to the Director of Arbitration for each party and the
arbitrator. The Statement of Claim shall specify the relevant facts, the remedies sought and whether or not a
hearing is demanded.

(c) The Claimant shall deposit $15.00 if the amount in controversy is $1,000 or less, $25.00 if the amount
in controversy is more than $1,000 but does not exceed$2,500, $100 if the amount in controversy is more
than$2,500 but does not exceed $5,000, or $200 if the amount in controversy is more than $5,000 but does
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not exceed$10,000 upon filing of the Submission Agreement. The final disposition of this deposit shall be
determined by the arbitrator.

(d) The Director of Arbitration shall endeavor to serve promptly by mail or otherwise on the Respondent(s)
one (1) copy of the Submission Agreement and one (1) copy of the Statement of Claim.

[The respondent(s) shall, within twenty (20) calendar days from receipt of service, file with the Director of
Arbitration one (1) executed Submission Agreement and one (1) copy of the Respondent's Answer, together
with supporting documents.]

Within twenty (20) calendar days from receipt of the Statement of Claim, Respondent(s) shall serve each
Party with an executed Submission Agreement and a cony of Respondent's Answer, Respondent's executed
Submission Agreement and Answer shall also be filed with the Director of Arbitration with sufficient additional
copies for the arbitrator(s) along with any deposit required under the schedule of fees for customer disputes.
The Answer shall designate all available defenses to the Claim and may set forth any related Counterclaim
and/or related Third Party Claim the Respondent(s) may have against the Claimant or any other person.
If the Respondent(s) has interposed a Third Party Claim, [The Director of Arbitration shall endeavor to
serve promptly by mail or otherwise a copy of same, together with a copy of the Submission Agreement
on such Third Party who shall respond in the manner herein provided for response to the claim.] the
Respondent(s) shall serve the Third Party Respondent with an executed Submission Agreement, a cony of
Respondent's Answer containing the Third Party Claim and a copy of the original Claim filed by the Claimant.
The Third Party Respondent shall respond in the manner herein Provided for response to the Claim. If
the Respondent(s) files a related Counterclaim exceeding $10,000, the arbitrator may refer the Claim,
Counterclaim and/or Third Party Claim, if any, to a panel of no less than three (3) arbitrators in accordance
with Rule 607 of this Code or, he may dismiss the Counterclaim and/or Third Party Claim, without prejudice to
the Counterclaimant(s) and/or Third Party Claimant(s) pursuing the Counterclaim and/or Third Party Claim in
a separate proceeding. The costs to the Claimant under either Proceeding shall in no event exceed $200.

(e) [The Director of Arbitration shall endeavor to serve promptly by mail or otherwise on the Claimant a
copy of the Answer, Counterclaim, Third Party Claim or other responsive pleading, if any. The Claimant,
if a Counterclaim is asserted against him, shall within ten (10) calendar days either (i) file a Reply to any
Counterclaim with the Director of Arbitration who will serve a copy of the Reply on the Respondent(s) or,]
All Parties shall serve promptly by mail or otherwise on all other parties and the Director of Arbitration,
with sufficient additional copies for the arbitrators, a cony of the Answer, Counterclaim, Third Party Claim,
amended claim or other responsive pleading, if any. The Claimant, if a Counterclaim is asserted against him,
shall within ten (10) calendar days either:

(i) serve on each party and on the Director of Arbitration with sufficient additional copies for the arbitrator(s) a
reply to any counterclaim, or

(ii) if the amount of the Counterclaim exceeds the Claim, have the right to file a statement withdrawing the
Claim. If the Claimant withdraws the Claim, the proceedings will be discontinued without prejudice to the
rights of the parties.

(f) The dispute, claim or controversy shall be submitted to a single arbitrator knowledgeable in the securities
industry selected by the Director of Arbitration. Unless the public customer demands or consents to a hearing,
or the arbitrator(s) calls a hearing, the arbitrator shall decide the dispute, claim or controversy solely upon the
pleadings and evidence filed by the parties. If a hearing is necessary, such hearing shall be held as soon as
practicable at a locale selected by the Director of Arbitration.

(g) The Director of Arbitration may grant extensions of time to file any pleading upon a showing of good
cause.

(h) The arbitrator shall be authorized to require the submission of further documentary evidence as he, in his
sole discretion deems advisable.
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(i) Upon the request of the arbitrator, the Director of Arbitration shall appoint two (2) additional arbitrators to
the panel which shall decide the matter in controversy.

(j) In any case where there is more than one (1) arbitrator, the majority will be public arbitrators.

(k) In his discretion, the arbitrator may, at the request of any party, permit such party to submit additional
documentation relating to the pleadings.

(l) Except as otherwise provided herein, the general arbitration rules of the New York Stock Exchange, Inc.
shall be applicable to proceedings instituted under this Code.

Rule 607. DESIGNATION OF NUMBER OF ARBITRATORS

(a)

(1) In all arbitration matters involving public customers and non-members where the matter in controversy
exceeds $10,000, or where the matter in controversy does not involve or disclose a money claim, the Director
of Arbitration shall appoint an arbitration panel which shall consist of no less than three (3)arbitrators, at
least a majority of whom shall not be from the securities industry, unless the public customer or non-member
requests a panel consisting of at least a majority from the securities industry.

(2) An arbitrator will be deemed as being from the securities industry if he or she:

1. is a Person associated with a member, or broker/dealer, government securities broker, government
securities dealer, municipal securities dealer, or registered investment adviser, or

2. has been associated with any of the above within the Past five (5) years, or

3. is retired from or spent a substantial part of his or her business career in any of the above, or

4. is an attorney, accountant or other professional who devoted twenty (20) percent or more of his or her
professional work effort to securities industry clients within the last two (2) years.

(3) An arbitrator who is not from the securities industry shall be deemed a public arbitrator. A person will
not be classified as a public arbitrator if he or she has a spouse or other member of the household who is a
person associated with a registered broker, dealer,municipal securities dealer, government securities broker,
government securities dealer or investment adviser.

(b) Composition of Panels

The individuals who shall serve on a particular arbitration panel shall be determined by the Director of
Arbitration. The Director of Arbitration may name the chairman of each panel.

Rule 608. NOTICE OF SELECTION OF ARBITRATORS

The Director of Arbitration shall inform the parties of the names [and business affiliations of the arbitrators]
and employment histories of the arbitrators for the Past ten (10) years, as well as information disclosed
pursuant to Rule 610 at least eight (8) business days prior to the date fixed for the initial hearing session.
A party may make further inquiry of the Director of Arbitration concerning an arbitrator's background. In the
event that any arbitrator, after appointment and prior to the first hearing session, should resign, die, withdraw,
be disqualified or otherwise be unable to perform as an arbitrator, the Director of Arbitration shall appoint
a new member to the panel to fill any vacancy. The Director of Arbitration shall inform the parties of the
name and employment history of the replacement arbitrator for the past ten years, as well as information
disclosed pursuant to Rule 610, as soon as possible. A party may make further inquiry of the Director of
Arbitration concerning the background of the replacement arbitrator and within the time remaining prior to the
first hearing session or the five (5) day period provided under Rule 609, whichever is shorter, may exercise its
right to challenge the replacement arbitrator as provided in Rule 609.

Rule 610. DISCLOSURES REQUIRED OF ARBITRATORS
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(a) Each arbitrator shall be required to disclose to the Director of Arbitration any circumstances which might
preclude such arbitrator from rendering an objective and impartial determination.

[Prior to the commencement of the first hearing session the Director of Arbitration may remove an arbitrator
who discloses such information.]

Each arbitrator shall disclose:

(1) Any direct or indirect financial or personal interest in the outcome of the arbitration;

(2) Any existing or Past financial, business. Professional, family or social relationships that are likely to affect
impartiality or might reasonably create an appearance of partiality or bias. Persons requested to serve as
arbitrators should disclose any such relationships which they personally have with any party or its counsel,
or with any individual whom they have been told will be a witness. They should also disclose any such
relationship involving members of their families or their current employers. Partners or business associates,

(b) Persons who are requested to accent appointment as arbitrators should make a reasonable effort to
inform themselves of any interests or relationships described in Paragraph (a) above.

(c) The obligation to disclose interests, relationships, or circumstances that might preclude an arbitrator from
rendering an objective and impartial determination described in subsection (a) hereof is a continuing duty that
requires a person who accepts appointment as an arbitrator to disclose, at any stage of the arbitration,any
such interests, relationships, or circumstances that arise, or are recalled or discovered,

(d) Prior to the commencement of the first hearing session, the Director of Arbitration may remove an
arbitrator based on information disclosed Pursuant to this section. The Director of Arbitration shall also inform
the parties of any information disclosed pursuant to this section, if the arbitrator who disclosed the information
is not removed.

Rule 611. DISQUALIFICATION OR OTHER DISABILITY OF ARBITRATORS

[In the event that any arbitrator, after the commencement of the first session but prior to the rendition of the
award should become disqualified, resign, die, refuse or be unable to perform or discharge his duties, the
Director of Arbitration, upon such proof as he deems satisfactory, shall, where permitted by law, either (a)
appoint a new member to the panel to replace such arbitrator, obtaining the consent of the parties; or (b)
with the consent or waiver of the parties, direct that the arbitration proceed without the substitution of a new
arbitrator.]

In the Event that any arbitrator, after the commencement of the first hearing session and prior to the rendition
of the award, should resign, die, withdraw, be disqualified or otherwise be unable to perform as an arbitrator,
the remaining arbitrator(s) may continue with the hearing and determination of the controversy, unless such
continuation is objected to by any party within five (5) days of notification of the vacancy on the panel. Upon
objection, the Director of Arbitration shall appoint a new member to the panel to fill any vacancy. The Director
of Arbitration shall inform the parties as soon as possible of the name and employment history for the past
ten (10) years of the replacement arbitrator, as well as information disclosed pursuant to Rule 610. A party
may make further inquiry of the Director of Arbitration concerning the replacement arbitrator's background and
within the time remaining prior to the next scheduled hearing session or the five (5) day period provided under
Rule 609, whichever is shorter, may exercise its right to challenge the replacement arbitrator as provided in
Rule 609.

Rule 612. INITIATION OF PROCEEDINGS

Except as otherwise provided herein, an arbitration proceeding under this Code shall be instituted as follows:

(a) Statement of Claim

The Claimant shall file with the Director of Arbitration [three (3) executed copies of the Submission Agreement
and three (3) copies of the Statement of Claim of the controversy in dispute, together with the documents in
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support of the claim.] an executed Submission Agreement, a Statement of Claim together with documents in
support of the claim and the required deposit. Sufficient additional copies of the Submission Agreement and
the Statement of Claim and Supporting documents shall be provided to the Director of Arbitration for each
party and each arbitrator. The Statement of Claim shall specify the relevant facts and the remedies sought.
The Director of Arbitration shall endeavor to serve promptly by mail or otherwise on the Respondent(s) one
(1) copy of the Submission Agreement and one (1) copy of the Statement of Claim.

(b) Service and Filing with the Director of Arbitration

For Purposes of the Code of Arbitration Procedure, service may be effected by mail or other means of
delivery. Service and filing are accomplished on the date of mailing either by first-class postage prepaid or by
means of overnight mail service or, in the case of other means of service, on the date of delivery, Filing with
the Director of Arbitration shall be made on the same date as service.

[(b)]

(c) Answers - Defenses, Counterclaims and/or Cross-Claims

[(1) The Respondent(s) shall within twenty (20) business days from receipt of service file with the Director of
Arbitration one (1) copy of the Respondent's(s') Answer.]

(1) Within twenty (20) business days from receipt of the Statement of Claim. the Respondent(s) shall serve
each party with an executed Submission Agreement and a copy of Respondent(s) Answer. An executed
Submission Agreement and Answer of the Respondent(s) shall also be filed with the Director of Arbitration
with sufficient additional copies for the arbitrator(s), along with any deposit required under the schedule of
fees. The Answer shall specify all available defenses and relevant facts that will be relied upon at the hearing
and may set forth any related Counterclaim the Respondent(s) may have against the Claimant, [and any third
party claim against any other party or person upon any existing dispute, claim or controversy to arbitration
under this Code.] any Cross-Claim the Respondent(s) may have against any other named Respondent(s) and
any Third Party Claim against any other party or person based upon any existing dispute,claim or controversy
subject to arbitration under this Code.

(2)

(i) A Respondent, Responding Claimant, Cross-Claimant, Cross-Respondent or Third Party Respondent who
pleads only a general denial as an answer may, [upon written objection by the adversary party before the
hearing to the Director of Arbitration] upon objection by a party, in the discretion of the arbitrators, be barred
from presenting any fact or defenses at the time of the hearing.

(ii) A Respondent, Responding Claimant, Cross-Claimant, Cross-Respondent or Third-Party Respondent who
fails to specify all available defenses and relevant facts in such party's answer may, upon objection by [the
adversary] a party, in the discretion of the arbitrators, be barred from presenting such facts or defenses not
included in such Party's answer at the hearing.

(iii) A Respondent, Responding Claimant, Cross-Claimant, Cross-Respondent or Third Party Respondent who
fails to file an answer within twenty (20) business days from receipt of service of a claim, unless the time to
answer has been extended pursuant to paragraph (5), may, in the discretion of the arbitrators, be barred from
presenting any matter, arguments or defenses at the hearing.

(3) [If the Respondent(s) has interposed a third party claim the Director of Arbitration shall endeavor to serve
promptly by mail or otherwise a copy of same together with a copy of the Submission Agreement on such
third party who shall respond in the manner herein provided for response to the Claim.] Respondent(s) shall
serve each Party with a copy of any Third Party Claim. The Third Party Claim shall also be filed with the
Director of Arbitration with sufficient additional copies for the arbitrator(s), along with any deposit required
under the schedule of fees. Third Party Respondent(s) shall respond in the manner provided for response to
the Claim, as provided in (1) and (2) above.
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(4) [The Director of Arbitration shall endeavor to serve promptly by mail or otherwise on the Claimant a copy
of the Answer, Counterclaim, Third Party Claim or other responsive pleading, if any. The Claimant may within
ten (10) business days file a Reply to the Counterclaim with the Director of Arbitration who will serve a copy
of the Reply on the Respondent(s).] The Claimant shall serve each party with a reply to a Counterclaim within
ten (10) business days of receipt of an Answer containing a Counterclaim. The reply shall also be filed with
the Director of Arbitration with sufficient additional copies for the arbitrator(s),

(5) [The time period to file any pleading, whether such be denominated as a Claim, Answer, Counterclaim,
Reply or Third Party pleading, may be extended for such further periods as may be granted by the Director
of Arbitration.] The Director of Arbitration may extend any time period in this section whether such be
denominated as a Claim, Answer. Counterclaim Cross-Claim, Reply or Third Party pleading.

[(c)]

(d) Joining and Consolidation - Multiple Parties.

(1) With respect to any dispute, claim or controversy submitted to arbitration, any party or person eligible to
submit a claim under this Code shall have the right to proceed in the same arbitration against any other party
or person upon any claim directly related to such dispute.

(2) For purposes of this subsection, the Director of Arbitration shall be authorized to determine preliminarily
whether a claim is directly related to the matter in dispute and to join any other party to the dispute and to
consolidate the matter for hearing and award purposes. In arbitrations where there are multiple Claimants,
Respondents and/or Third Party Respondents, the Director of Arbitration shall be authorized to determine
preliminarily whether such parties should proceed in the same or separate arbitrations.

(3) All final determinations with respect to joining, consolidation and multiple parties under this subsection
shall be made by the arbitration panel.

Rule 619. GENERAL PROVISION GOVERNING PRE-HEARING PROCEEDING

(a) Requests for Documents and Information

The Parties shall cooperate to the fullest extent practicable in the voluntary exchange of documents and
information to expedite the arbitration. Any request for documents or other information should be specific,
relate to the matter in controversy, and afford the party to whom the request is made a reasonable period of
time to respond without interfering with the time set for the hearing.

(b) Document Production and Information Exchange

(1) Any Party may serve a written request for information or documents (“information request”) upon another
Party twenty (20) business days or more after service of the Statement of Claim by the Director of Arbitration
or upon filing of the Answer, whichever is earlier. The requesting party shall serve the information request
on all parties and file a copy with the director of Arbitration. The Parties shall endeavor to resolve disputes
regarding an information request prior to serving any objection to the request. Such efforts shall be set forth in
the objection.

(2) Unless a greater time is allowed by the requesting party, information requests shall be satisfied or
objected to within thirty (30) calendar days from the date of service. Any objection to an information request
shall be served by the objecting party on all parties and filed with the Director of Arbitration,

(3) Any response to objections to an information request shall be served on all parties and filed with the
Director of Arbitration within ten (10) calendar days of receipt of the objection.

(4) Upon the written request of a party whose information request is unsatisfied, the matter will be referred
by the Director of Arbitration to either a pre-hearing conference under paragraph (d) of this section or to a
selected arbitrator under paragraph (e) of this section.

(c) Pre-Hearing Exchange
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At least ten (10) calendar days prior to the first scheduled hearing date, all parties shall serve on each other
copies of documents in their possession that they intend to present at the hearing and identify witnesses
they intend to Present at the hearing. The arbitrator(s) may exclude from the arbitration, any documents
not exchanged or witnesses not identified at that time. This paragraph does not require service of copies of
documents or identification of witnesses which parties may use for cross-examination or rebuttal.

(d) Pre-Hearing Conference

(1) Upon the written request of a party, an arbitrator, or at the discretion of the Director of Arbitration, a pre-
hearing conference shall be scheduled. The Director of Arbitration shall set the time and place of a pre-
hearing conference and appoint a person to preside. The pre-hearing conference may be held by telephone
conference call. The presiding person shall seek to achieve agreement among the parties on any issues that
relate to the pre-hearing process or to the hearing, including but not limited to, the exchange of information,
exchange or production of documents, identification of witnesses, identification and exchange of hearing
documents, stipulations of fact, identification and briefing of contested issues, and any other matter which will
expedite the arbitration proceedings.

(2) Any issues raised at the pre-hearing conference that are not resolved may be referred by the Director of
Arbitration to a single member of the Arbitration panel for decision.

(e) Decisions by Selected Arbitrator

The Director of Arbitration may appoint a single member of the Arbitration Panel to decide all unresolved
issues referred to under this section. Such arbitrator shall be authorized to act on behalf of the panel to issue
subpoenas, direct appearances of witnesses and production of documents, set deadlines and issue any other
ruling which will expedite the arbitration proceeding or is necessary to permit any party to develop fully its
case. Decisions under this paragraph shall be made upon the papers submitted by the parties, unless the
arbitrator calls a hearing. The arbitrator may elect to refer any issue under this paragraph to the full panel.

(f) Subpoenas

The arbitrator(s) and any counsel of record to the proceedings shall have the power of the subpoena
process as provided by law. All Parties shall be given a copy of the subpoena upon its issuance. [However]
The parties shall produce witnesses and present proofs to the fullest extent possible without resort to the
[issuance of the] subpoena process.

[(b) Prior to the first hearing session, the parties shall cooperate in the voluntary exchange of such documents
and information as will serve to expedite the arbitration. If the parties agree, they may also submit additional
documents to the Director of Arbitration for forwarding to the arbitrators.]

(g) Power to Direct Appearance and Production of Documents

The arbitrator(s) shall be empowered without resort to the subpoena process to direct the appearance of any
person employed or associated with any member or member organization of the New York Stock Exchange,
Inc. and/or the production of any records in the possession or control of such persons or members. Unless
the arbitrator(s) direct otherwise, the party requesting the appearance of a person or the production of
documents under this section shall bear all reasonable costs of such appearance and/or production.

Rule 623. RECORD OF PROCEEDINGS

[Unless requested by the arbitrators or a party or parties to a dispute, no record of any arbitration proceeding
is required to be kept. If a record is kept, it shall be a verbatim record.] A verbatim record by stenographic
reporter or tape recording of all arbitration hearings shall be kept. If a party or parties to a dispute elect to
have the record transcribed, the cost of such transcription shall be borne by the party or parties making the
request unless the arbitrators direct otherwise. The arbitrators may also direct that the-record be transcribed.
If the record is transcribed at the request of any party, a copy shall be provided to the arbitrators.

Rule 627. AWARDS
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(a) All awards shall be in writing and signed by a majority of the arbitrators or in such manner as is required
by law. Such awards may be entered as a judgment in any court of competent jurisdiction.

(b) Unless the law directs otherwise, all awards rendered pursuant to this Code shall be deemed final and not
subject to review or appeal.

(c) The Director of Arbitration shall endeavor to serve a copy of the award: (i) by registered or certified mail
upon all parties or their counsel, at the address of record; or (ii) by personally serving the award upon the
parties; or (iii) by filing or delivering the award in such a manner as maybe authorized by law.

(d) The arbitrator(s) shall endeavor to render an award within thirty (30) business days from the date the
record is closed.

(e) The award shall contain the names of the parties, a summary of the issues in controversy, the damages
and/or other relief requested, the damages and/or other relief awarded, a statement of any other issues
resolved, the names of the arbitrators, the dates the claim was filed and the award rendered, the number and
dates of hearing sessions, the location of the hearing, and the signatures of the arbitrators concurring in the
award.

(f) The awards shall be made publicly available, provided however, that the name of the customer party to the
arbitration will not be publicly available if he or she so requests in writing.

Rule 629. SCHEDULE OF FEES FOR CUSTOMER DISPUTES

(a) At the time of filing a [Submission Agreement, a Claimant] Claim, Counterclaim, Third-Party Claim or
Cross-Claim, a party shall deposit with the Exchange the amount indicated below unless such deposit is
specifically waived by the Director of Arbitration

         Amount in Dispute                                           Deposit

         (Exclusive of interest and expenses)

         $1,000 or less .                                            $0,015

         Above $1,000 but not exceeding $2,500                       $0,025

         Above $2,500 but not exceeding $5,000                       $0,100

         Above $5,000 but not exceeding $10,000                      $0,200

         Above $10,000 but not exceeding $50,000                     $0,400

         Above $50,000 but not exceeding $100,000                    $0,500

         Above $100,000 but not exceeding $500,000                   $0,750
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         Above $500,000                                              $1,000

Where the amount in dispute is $10,000 or less, no additional deposits shall be required despite the number
of hearing sessions. Where the amount in dispute is above $10,000 and multiple hearing sessions are
required, the arbitrators may require any of the parties to make additional deposits for each additional hearing
session. In no event shall the aggregate amount deposited per hearing session exceed the amount of the
initial deposit(s) as set forth in the above schedule.

(b) A hearing session is any meeting between the parties and the arbitrator(s), including a pre-hearing
conference, which lasts four (4) hours or less.

[(b)]

(c) The arbitrators, in their awards, may determine the amount chargeable to the parties as forum fees (fees)
and shall determine by whom such fees shall be borne. Where the amount in dispute is $10,000 or less, total
[forum] fees chargeable to the parties shall not exceed the amount of the total initial deposit deposited by
the parties, regardless of the number of hearing sessions conducted, Where the amount in dispute is above
$10,000, total fees chargeable to the parties per hearing session may equal but shall not exceed the amount
of the total initial deposit(s) deposited by the parties. [Where the amount in dispute is above $10,000 but does
not exceed $50,000, the maximum fee shall be $400 per session. Where the amount in dispute is above
$50,000 but does not exceed $100,000, the maximum fee shall be $500 per session. Where the amount
in dispute is above $100,000, the maximum fee shall be $750 per session. Where the amount in dispute
is above $500,000, the maximum fee shall be $1,000 per session.] Amounts deposited by a party shall be
applied against fees, if any. If the fees are not assessed against a party who had made a deposit, the deposit
will be refunded. In addition to forum fees. the arbitrator(s) may determine in their awards the amount of
costs incurred pursuant to Rules 617, 619 and 624, and unless applicable law directs otherwise, other costs
and expenses of the parties and arbitrator(s) that are within the scope of the agreement of the parties or are
otherwise permitted by law. The arbitrator(s) shall determine by whom such costs shall be borne.

[(c)]

(d) If the dispute, Claim or controversy does not involve or disclose a money Claim, the amount to be
deposited by the Claimant shall be [$100] $200, or such amount as the Director of Arbitration or the panel of
arbitrators may require, but shall not exceed $1,000.

[(d)]

(e) If a matter has been submitted and thereafter is settled or withdrawn prior to the commencement of the
first hearing session, the parties shall be entitled to a refund of all but $100 of the amount deposited with the
Exchange. This section shall not apply to claims filed under Rule 601.

[(e)]

(f) Any matter submitted and thereafter settled or withdrawn subsequent to the commencement of the first
hearing sessions may be subject to such refund of assessed deposits, if any, as the panel of arbitrators
presiding may determine.

[(f)]

(g) The arbitrators may assess forum fees and costs incurred pursuant to Rules 617, 619 and 624 [ Rule 620
costs] in any matter settled or withdrawn subsequent to the commencement of the first session.

(h) The fee for a pre-hearing conference with an arbitrator shall be seventy-five (75%) per cent of the fees
contained in subsection (a).

[ Rule 620. POWER TO DIRECT APPEARANCES
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The arbitrators shall be empowered without resort to the subpoena process to direct the appearance of any
person employed or associated with any member or member organization of the New York Stock Exchange,
Inc. and/or the production of any records in the possession or control of such persons, members or member
organizations. Unless the arbitrators direct otherwise, the party requesting the appearance of a person or
the production of documents under this section shall bear all reasonable costs of such appearance and/or
production.]

[ Rule 638. EXCHANGE OF DOCUMENTS

At least ten days prior to the date assigned for a hearing, the parties shall exchange documents in their
possession which they intend to introduce to the arbitrators. The arbitrators may exclude from the arbitration
any document not so exchanged.]

Rule 637. REQUIREMENTS WHEN USING PRE-DISPUTE-ARBITRATION AGREEMENTS WITH CUSTOMERS

(1) Any pre-dispute arbitration clause shall be highlighted and shall be immediately preceded by the following
disclosure language (printed in outline form as set forth herein)which shall also be highlighted:

(a) Arbitration is final and binding on the parties,

(b) The parties are waiving their right to seek remedies in court, including the right to jury trial,

(c) Pre-arbitration discovery is generally more limited than and different from court proceedings,

(d) The arbitrators' award is not required to include factual findings or legal reasoning and any party's right to
appeal or to seek modification of rulings by the arbitrators is strictly limited.

(e) The panel of arbitrators will typically include a minority of arbitrators who were or are affiliated with the
securities industry,

(2) Immediately preceding the signature line, there shall be a statement which shall be highlighted that the
agreement contains a pre-dispute arbitration clause. The statement shall also indicate at what page and
paragraph the arbitration clause is located.

(3) A copy of the agreement containing any such clause shall be given to the customer who shall
acknowledge receipt thereof on the agreement or on a separate document,

(4) No agreement shall include any condition which limits or contradicts the rules of any self-regulatory
organization or limits the ability of a party to file any claim in arbitration or limits the ability of the arbitrators to
make any award.

(5) The requirements of this section shall apply only to new agreements signed by an existing or new
customer of a member or member organization after September 7, 1989.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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May 25, 1989

  

Member Firm Regulation

 TO: Members and Member Organizations

SUBJECT: Douglas J. McKenna/Douglas J. Mckenna, Inc.

Effective May 24, 1989 and pursuant to Rule 475(b)(ii), the Exchange summarily suspended the member and
member organization.

Members and member organizations are advised to close out any outstanding transactions.

Any questions regarding this member should be directed to Richard A. Greves (212) 656-6050 or Joseph J.
O'Loughlin (212) 656-5772.

Edward A. Kwalwasser

Senior Vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
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May 16, 1989

  

Market Surveillance

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Procedures for Handling Market-At-The-Close Orders on May 19, 1989 (“Expiration Friday”)

The monthly procedures for market-on-close (“MOC”) orders will be used by the Exchange on expiration
Friday. Applicable MOC orders will include those relating to a strategy involving any stock index futures, stock
index options, or options on stock index futures, in the pilot stocks. These procedures have been approved as
a rule by the SEC for a one year period extending through October 1989.

Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders on so-called “expiration
Fridays” (the Fridays preceding the expiration or settlement of options or futures contracts based on a stock
index). The procedures, which may be used only on expiration Fridays, are intended to provide an orderly
means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

Pilot Stocks

For the purpose of facilitating the publication of any significant order imbalance in one of the pilot stocks (see
attached list), you must enter all MOC orders, in positions relating to a strategy involving any stock index
futures, stock index options, or options on stock index futures, by 3:30 p.m. eastern time. It should be noted
that, pursuant to Rule 13, an order for execution at the close may only be entered for execution at-the-market;
“limit-at-the-close” orders are not permitted.

As soon as possible after 3:30 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:30 p.m. in those pilot stocks. While MOC orders previously entered
may be cancelled or reduced in size, once such publication has been made, any MOC orders subsequently
entered will be accepted only to trade on the opposite side of the market in relation to such published
imbalance. The liquidation of positions relating to a strategy involving any stock index futures, stock index
options, or options on stock index futures using MOC orders entered after 3:30 p.m. is not permitted, even if
such orders might offset net reported imbalances. In the event that no imbalance message is disseminated in
a particular stock, no MOC orders will be accepted after 3:30 p.m. in that issue.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:30 p.m. may not reflect the imbalance that exists at the close.

These procedures relate only to the pilot stocks. Regular procedures will apply to all other listed securities.
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Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.”

Where the aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they
may be “stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to
the close of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as
“Stopped stock.”

“G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-off
“at-the-close” orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing
price that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-
market theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms
of a “plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if
the order was a market order to sell “long” or a market order to buy.

Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Rules 9a-2, 10a-1, 10b-5, as well
as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Michael Seeley at (212) 656-6531 or Mr.
David Leibowitz at (212) 656-4588.

Robert J. McSweeney

Vice President

                                                      

Attachments
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Expiration Friday Pilot Stocks - May 19, 1989

               ABT                ABBOTT LABORATORIES

               AXP                AMERICAN EXPRESS COMPANY

               AHP                AMERICAN HOME PRODUCTS CORPORATION

               AIG                AMERICAN INTERNATIONAL GROUP INC.

               T                  AMERICAN TELEPHONE AND TELEGRAPH

               AIT                AMERITECH

               AN                 AMOCO CORPORATION

               BUD                ANHEUSER BUSCH COMPANIES INC.

               ARC                ATLANTIC RICHFIELD COMPANY

               BEL                BELL ATLANTIC CORPORATION

               BLS                BELL SOUTH CORPORATION

               BA                 BOEING COMPANY

               BMY                BRISTOL MYERS COMPANY

               CHV                CHEVRON CORPORATION

               CCI                CITICORP
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               KO                 COCA COLA COMPANY

               DEC                DIGITAL EQUIPMENT CORP.

               DOW                DOW CHEMICAL COMPANY

               DD                 DU PONT COMPANY

               DNB                DUN AND BRADSTREET CORPORATION

               EK                 EASTMAN KODAK COMPANY

               LLY                ELI LILLY AND COMPANY

               XON                EXXON CORPORATION

               F                  FORD MOTOR COMPANY

               GE                 GENERAL ELECTRIC COMPANY

               GM                 GENERAL MOTORS CORPORATION

               GTE                GTE CORPORATION

               HWP                HEWLETT PACKARD COMPANY

               IBM                INTERNATIONAL BUSINESS MACHINES CORP.

               IP                 INTERNATIONAL PAPER COMPANY

               JNJ                JOHNSON AND JOHNSON
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               MCD                MCDONALDS CORPORATION

               MRK                MERCK AND COMPANY INC.

               MMM                MINNESOTA MINING AND MANUFACTURING

               MOB                MOBIL CORPORATION

               NYN                NYNEX CORPORATION

               PAC                PACIFIC TELESIS GROUP

               PEP                PEPSICO INC.

               PFE                PFIZER INC.

               MO                 PHILIP MORRIS COS. INC. HOLDING CO.

               PG                 PROCTER AND GAMBLE COMPANY

               RD                 ROYAL DUTCH PETROLEUM COMPANY

               SLB                SCHLUMBERGER LIMITED

               S                  SEARS ROEBUCK AND COMPANY

               SBC                SOUTHWESTERN BELL CORPORATION

               TX                 TEXACO INC.

               UN                 UNILEVER N.V. ADRS

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

962

http://researchhelp.cch.com/License_Agreement.htm


               USW                U.S. WEST INC.

               X                  USX CORPORATION

               WMT                WAL MART STORES INC.

               DIS                WALT DISNEY COMPANY

                                  WASTE MANAGEMENT INC.

               WMX

This list consists of the 50 highest weighted S&P 500 stocks, based on market values as of May 3, 1989, and
the 20 Major Market Index stocks.

MEMORANDUM

Date: May 12, 1989

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market on Close (MOC) Orders

MOC Orders

Q. When can a specialist print “paired off” market on close orders as “stopped stock”?

A. The special “stopped stock” procedure for Market on Close orders is used only 12 times a year on
“expiration days”, usually the 3rd Friday of each month.

Q. On expiration days, how do you determine the price at which to print the “stopped stock”?

A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

Q. How do you determine the price at which MOC orders are executed on non-expiration days?

A. Again, the general rule of thumb is imbalance creates price change while a perfect pair-off creates no
change in price.

Non-Expiration Day

Examples:

Mkt. 24 - 1/8 20,000×30,000

Last Sale 24 1/8-a zero minus tick

Example A: Sell 20,000 MOC; Buy 25,000 MOC
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Imbalance Rules - 20,000 sells at 24 then 25,000 trades at 24 1/8 - Last 24 1/8+

Example B: Sell 20,000 MOC; Buy 15,000 MOC

Imbalance Rules Again - 15,000 trades 24 1/8 then 20,000 sells at 24 - Last 24 -

Example C: Sell 10,000 MOC; Buy 10,000 MOC

No Imbalance of supply and demand so market should return to price prior to market on close.

So: 10,000 sells at 24 the 10,000 trades at 24 1/8 - Last 24 1/8+
1 

Q. What if the quotation spread is 1/4 or more?

A. Ideally, the specialist should offset the imbalance and cross the entire amount inside the existing quote.
Where market conditions or rules do not facilitate such an offset, the “paired-off” portion could be crossed 1/8
point away from the indicated closing price with the imbalance setting the closing sale.

Non-expiration Day

Examples:

Mkt. 24 - 1/4 100,000×100,000

Last 24 1/4 - a minus tick

Example A: Sell 20,000 MOC Buy 25,000 MOC (Assume specialist short)

Imbalance sets close - 20,000 sells at 24 1/8 then 5,000 trades at 24 1/4, last 24 1/4+

Example B: Sell 100,000 MOC Buy 55,000 MOC If specialist does not “cross” the entire amount at 24 1/8

Imbalance sets close - 55,000 sells at 24 1/8 then 45,000 trades at 24; last 24 -

Example C: Sell 20,000 MOC Buy 20,000 MOC

No imbalance

20,000 sells at 24 1/8; last 24 1/8 -

Q. How will the specialist determine which orders receive which prices?

A. While all MOC orders become effective simultaneously, it would be consistent with NYSE policy to allocate
the most advantageous prices to the orders received earliest.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  In all 1/8 point examples it is assumed there is a Public Bid and Public Offer. If it is the Specialist Bid or
Offer, he must yield to the pairoff, since he is Agent for those orders.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

964

http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 89-24

Click to open document in a browser

May 11, 1989

  

Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: MARKET FIELD SECURITIES LIMITED

Market field Securities Limited has voluntarily agreed to cease doing a securities business. The firm has
reported Net Capital to be below the minimum required by SEC Rule 15c3-1.

Any questions regarding this announcement may be directed to Thomas Kamm at (2123 656-6206 or S.K.
Paul at (212) 656-8481.

Edward A. Kwalwasser

Senior Vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
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Content contained herein.
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April 28, 1989

  

Member Firm Regulation

 TO: ALL LESSEE AND PHYSICAL ACCESS MEMBERS

SUBJECT: GUARANTY RULE 325(e)

In view of the fact that procedural difficulties were encountered in finalizing the provisions for an acceptable
surety bond and due to other unforseen difficulties, the May 1, 1989 deadline that was established for lessee
and physical access members to meet the new $100,000 requirement under Rule 325(e) has been extended
to May 15, 1989.

See reverse side of this memorandum for a copy of Rule 325(e). It should be noted that in the last paragraph
of the rule it says that “The Exchange will consider alternate methods of compliance with the financial
responsibility standard.” In that regard, a form of surety bond has been found to be acceptable by the
Exchange as a method of compliance with Rule 325(e).

Those lessee and physical access members not in compliance with the rule by May 15, 1989 will not be
permitted to do business on the Exchange.

If you have any questions, please call your coordinator. If you do not know who your coordinator is, please
call 656-5772 and you will be given your coordinator's name and telephone number.

Edward A. Kwalwasser

Senior Vice President

Rules of Board-Capital Requirements

Administered by Member Firm Regulatory Service

(e) In addition to the net capital requirement prescribed in Rule 15c3-1 promulgated under the Securities
Exchange Act of 1934, each member described in Section l(a), Section 1(b) or Section 2 of Article IX of
the Constitution who executes orders on the floor of the Exchange, must present evidence of his financial
responsibility in the amount of $100,000 by one of the following methods;

(1) A written guarantee by a member organization which is a member of a qualified clearing agency and has
excess net capital of not less than $100,000 for each member for whom such guarantee has been extended
or

(2) $100,000 held by an independent agent in escrow, or

(3) a letter of credit issued by a bank or other party acceptable to the Exchange in the amount of $100,000, or

(4) marketable securities with a total value of at least $100,000 (after appropriate haircuts, to be determined
in the same manner as haircuts are determined for capital requirements) on deposit with an organization
acceptable to the Exchange and readily available, or

(5) in the case of a member described in Section 1(a) of Article IX of the Constitution, except any member
permitted to transact business as a member not associated with a member organization as a member
pursuant to Rule 301.34, his exchange membership provided that the current value of such membership
equals or exceeds $150,000 where the current value at any time shall be equal to the price of the last sale
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of a membership consummated through the Exchange's Membership Transfer Facility during the preceding
calendar month (or, if no sale of a membership was consummated during preceding calendar month, then
the last sale prior to the preceding calendar month). Where such current value is less than $150,000, the
difference, but not to exceed $100,000, shall be provided by any of the methods in subparagraphs (1), (2),
(3), or (4) above or by any alternate method approved by the Exchange, or

(6) in the case of a lessee member described in Section (2) of Article II of the Constitution, the value of
the lessor's membership, up to an amount of at least$100,000, provided (i) the lease agreement expressly
provides for the lessor top ledge the value of his membership, on his lessee's behalf, free of any lien or
encumbrance, in accordance with such procedures as the Exchange may from time to time prescribe; and
(ii) the current value of the lessor's membership equals or exceeds $150,000. Valuation of the lessor's
membership shall be in accordance with the principles stated in subparagraph (5) above. Where such current
value is less than $150,000, the lessee shall provide the difference, not to exceed $100,000,by any of the
methods in subparagraphs (1), (2), (3) or (4) above or by any alternate method approved by the Exchange.

Such written guarantee, escrow account, letter of credit exchange membership or marketable securities shall
be available solely for sums due the Exchange and such sums as the Board of Directors shall determine are
due by such member to other members or member organizations as the result of losses arising directly from
the closing out under the Constitution and Rules adopted pursuant thereto of contracts entered in the ordinary
course of business in the market on the floor of the Exchange for the purchase, sale, borrowing or loaning of
securities.

The Exchange will consider alternate methods of compliance with the financial responsibility standard.

New York Stock Exchange Guide - Rule 325 ¶2325
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April 24, 1989

  

Member Firm Regulation

 TO: ALL LESSEE AND PHYSICAL ACCESS MEMBERS

SUBJECT: GUARANTY RULE 325(e)

The Exchange would like to remind those persons that are required to have a guaranty because they lease a
seat or are a physical access member that an increase in the 325(e) guaranty to $100,000 is effective May 1,
1989.

You must provide evidence of the proper guaranty by that date. Failure to do so may impair your ability to
trade on the floor of the NYSE.

An acceptable guaranty can take several forms:

•A letter in satisfactory form from a clearing member firm, specialist member firm or other firms that are
members of the Exchange and have sufficient excess net capital.

•A letter of credit from a bank with the Exchange and its members and member organizations as beneficiary.

•Cash or marketable securities on deposit with an acceptable bank or broker.

•A surety bond in a form acceptable to the Exchange. Such a bond is being offered by an insurance company
independent of the Exchange. Since it takes a few days to process the application for the bond, your should
contact the insurance company as soon as possible.

If you have any further questions, please contact your coordinator.

Edward A. Kwalwasser

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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April 18, 1989

  

Market Surveillance

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Procedures for Handling Market-At-The-Close Orders on April 21, 1989 (“Expiration Friday”)

The monthly procedures for market-on-close (“MOC”) orders will be used by the Exchange on expiration
Friday. Applicable MOC orders will include those relating to a strategy involving any stock index futures, stock
index options, or options on stock index futures, in the pilot stocks. These procedures have been approved as
a rule by the SEC for a one year period extending through October 1989.

Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders on so-called “expiration
Fridays” (the Fridays preceding the expiration or settlement of options or futures contracts based on a stock
index). The procedures, which may be used only on expiration Fridays, are intended to provide an orderly
means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

Pilot Stocks

For the purpose of facilitating the publication of any significant order imbalance in one of the pilot stocks (see
attached list), you must enter all MOC orders, in positions relating to a strategy involving any stock index
futures, stock index options, or options on stock index futures, by 3:30 p.m. eastern time. It should be noted
that, pursuant to Rule 13, an order for execution at the close may only be entered for execution at-the-market;
“limit-at-the-close” orders are not permitted.

As soon as possible after 3:30 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:30 p.m. in those pilot stocks. While MOC orders previously entered
may be cancelled or reduced in size, once such publication has been made, any MOC orders subsequently
entered will be accepted only to trade on the opposite side of the market in relation to such published
imbalance. The liquidation of positions relating to a strategy involving any stock index futures, stock index
options, or options on stock index futures using MOC orders entered after 3:30 p.m. is not permitted, even if
such orders might offset net reported imbalances. In the event that no imbalance message is disseminated in
a particular stock, no MOC orders will be accepted after 3:30 p.m. in that issue.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:30 p.m. may not reflect the imbalance that exists at the close.

These procedures relate only to the pilot stocks. Regular procedures will apply to all other listed securities.
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Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.”

Where the aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they
may be “stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to
the close of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as
“stopped stock.”

“G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-off
“at-the-close” orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing
price that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-
market theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms
of a “plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if
the order was a market order to sell “long” or a market order to buy.

Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Rules 9a-2, 10a-1, 10b-5, as well
as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Michael Seeley at (212) 656-6531 or Mr.
David Leibowitz at (212) 656-4588.

Robert J. McSweeney

Vice President

                      

Attachments
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Expiration Friday Pilot Stocks - April 21, 1989

ABT      ABBOTT LABORATORIES

AXP      AMERICAN EXPRESS COMPANY

AHP      AMERICAN HOME PRODUCTS CORPORATION

AIG      AMERICAN INTERNATIONAL GROUP INC.

T        AMERICAN TELEPHONE AND TELEGRAPH

AIT      AMERITECH

AN       AMOCO CORPORATION

BUD      ANHEUSER BUSCH COMPANIES INC.

ARC      ATLANTIC RICHFIELD COMPANY

BEL      BELL ATLANTIC CORPORATION

BLS      BELL SOUTH CORPORATION

BA       BOEING COMPANY

BMY      BRISTOL MYERS COMPANY

CHV      CHEVRON CORPORATION

CCI      CITICORP
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KO       COCA COLA COMPANY

DEC      DIGITAL EQUIPMENT CORP.

DOW      DOW CHEMICAL COMPANY

DD       DU PONT COMPANY

DNB      DUN AND BRADSTREET CORPORATION

EK       EASTMAN KODAK COMPANY

LLY      ELI LILLY AND COMPANY

XON      EXXON CORPORATION

F        FORD MOTOR COMPANY

GE       GENERAL ELECTRIC COMPANY

GM       GENERAL MOTORS CORPORATION

GTE      GTE CORPORATION

HWP      HEWLETT PACKARD COMPANY

IBM      INTERNATIONAL BUSINESS MACHINES CORP.

IP       INTERNATIONAL PAPER COMPANY

JNJ      JOHNSON AND JOHNSON
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MCD      MCDONALDS CORPORATION

MRK      MERCK AND COMPANY INC.

MMM      MINNESOTA MINING AND MANUFACTURING

MOB      MOBIL CORPORATION

NYN      NYNEX CORPORATION

PAC      PACIFIC TELESIS GROUP

PEP      PEPSICO INC.

PFE      PFIZER INC.

MO       PHILIP MORRIS COS. INC. HOLDING CO.

PG       PROCTER AND GAMBLE COMPANY

RD       ROYAL DUTCH PETROLEUM COMPANY

SLB      SCHLUMBERGER LIMITED

S        SEARS ROEBUCK AND COMPANY

SBC      SOUTHWESTERN BELL CORPORATION

TX       TEXACO INC.

UN       UNILEVER N.V. ADRS

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

5

http://researchhelp.cch.com/License_Agreement.htm


USW      U.S. WEST INC.

X        USX CORPORATION

WMT      WAL MART STORES INC.

DIS      WALT DISNEY COMPANY

WMX      WASTE MANAGEMENT INC.

This list consists of the 50 highest weighted S&P 500 stocks, based on market values as of April 5, 1989, and
the 20 Major Market Index stocks.

MEMORANDUM

Date: April 14, 1989

To: All Floor members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market on Close (MOC) Orders

MOC Orders

Q. When can a specialist print “paired off” market on close orders as “stopped stock”?

A. The special “stopped stock” procedure for Market on Close orders is used only 12 times a year on
“expiration days”, usually the 3rd Friday of each month.

Q. On expiration days, how do you determine the price at which to print the “stopped stock”?

A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

Q. How do you determine the price at which MOC orders are executed on non-expiration days?

A. Again, the general rule of thumb is imbalance creates price change while a perfect pair-off creates no
change in price.

Non-Expiration Day

Examples:

Mkt. 24 - 1/8 20,000×30,000

Last Sale 24 1/8-a zero minus tick

Example A: Sell 20,000 MOC; Buy 25,000 MOC

Imbalance Rules - 20,000 sells at 24 then 25,000 trades at 24 1/8 - Last 24 1/8+

Example B: Sell 20,000 MOC; Buy 15,000 MOC

Imbalance Rules Again - 15,000 trades 24 1/8 then 20,000 sells at 24 - Last 24 -
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Example C: Sell 10,000 MOC; Buy 10,000 MOC

No Imbalance of supply and demand so market should return to price prior to market on close.

So: 10,000 sells at 24 the 10,000 trades at 24 1/8 - Last 24 1/8+

•In all 1/8 point examples it is assumed there is a Public Bid and Public Offer. If it is the Specialist Bid or Offer,
he must yield to the pairoff, since he is Agent for those orders.

Q. What if the quotation spread is 1/4 or more?

A. Ideally, the specialist should offset the imbalance and cross the entire amount inside the existing quote.
Where market conditions or rules do not facilitate such an offset, the” Paired-off” portion could be crossed 1/8
point away from the indicated closing price with the imbalance setting the closing sale.

Non-expiration Day

Examples:

Mkt. 24 - 1/4 100,000×100,000

Last 24 1/4 - a minus tick

Example A: Sell 20,000 MOC Buy 25,000 MOC (Assume specialist short)

Imbalance sets close - 20,000 sells at 24 1/8 then 5,000 trades at 24 1/4, last 24 1/4+

Example B: Sell 100,000 MOC Buy 55,000 MOC if specialist does not “cross” the entire amount at 24 1/8

Imbalance sets close - 55,000 sells at 24 1/8 then 45,000 trades at 24; last 24 -

Example C: Sell 20,000 MOC Buy 20,000 MOC

No imbalance

20,000 sells at 24 1/8; last 24 1/8 -

Q. How will the specialist determine which orders receive which prices?

A. While all MOC orders become effective simultaneously, it would be consistent with NYSE policy to allocate
the most advantageous prices to the orders received earliest.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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April 17, 1989

  

Market Surveillance

 TO: Members and Member Organizations

FROM: Market Surveillance

SUBJECT : Executing Broker Badge Capture for Audit Trail

Certain questions have been asked recently regarding members' obligations under the audit trail rule. This
is to remind you that Rule 132 requires members and member organizations to submit audit trail data for all
transactions effected on the Floor. The rule requires that the executing broker badge number be captured
and submitted to a fully-interfaced or qualified clearing agency, on every trade. In some cases members
have substituted commission billing numbers in the executing broker badge field. This field must contain the
executing broker badge number. The Exchange also plans to initiate programming changes to its Super DOT
system in this regard. The executing broker is defined as the broker who executed the order in the Trading
Crowd. If an order is entrusted to another broker or the specialist to represent, then that broker or specialist
is the executing broker, regardless of commission billing. When the specialist acts as the executing or contra
broker, “X” or “0001” may also be input in the executing or contra broker badge field.

It should be noted, that firms that use non-member data processing agents have the supervisory
responsibility to insure that these agents are processing audit trail information correctly.

In this regard, procedural and systems enhancements must be made, if necessary, to ensure that the
executing broker badge number is captured and processed in the executing broker badge field for every
transaction, as well as the time of execution and other audit trail data required by Rule 132 (attached).

In addition, Exchange Rule 410 requires that every member or his member organization must preserve a
record of every order transmitted or carried to the Floor for three years, the first two in an easily accessible
place.

Fines have been imposed against members and member organizations for failure to comply with Rules 132
and 410, as provided in Rule 476A, Members who do not Comply with the above stated executing broker
badge requirements will also be subject to disciplinary action pursuant to Rule 476.

Questions may be addressed to Mr. Michael Seeley at (212) 656-6531.

Robert J. McSweeney

Vice President

Comparison and Settlement of Transactions Through A Fully-Interfaced or Qualified Clearing Agency; Audit
Trail Requirements

Rule 132.

(a) Each party to a contract shall submit data regarding its side of the contract (“trade data”) to a Fully-
Interfaced Clearing Agency for comparison or settlement, but each party shall be free to select the Fully-
Interfaced Clearing Agency of its choice for such purpose. Where the parties to a contract do not choose
Fully-Interfaced Clearing Agencies for the comparison of such contract, they shall both submit trade data
to the same Qualified Clearing Agency for comparison pursuant to the rules of such Clearing Agency and
where such parties do not choose Fully-Interfaced Clearing Agencies for the settlement of such contract, they
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shall both submit the same transaction to the same Qualified Clearing Agency for settlement pursuant to the
rules of such Clearing Agency; provided, however, that this paragraph (a) shall not apply if (i) it is otherwise
stipulated in the bid or offer, (ii) it is otherwise mutually agreed-upon by both parties to the contract, or (iii)
the Fully-Interfaced or Qualified Clearing Agency selected by either party to the contract refuses to act in the
matter.

(b) Transactions which are not submitted to a Qualified Clearing Agency for comparison pursuant to the rules
of such Clearing Agency shall be compared in accordance with the Rules of the Exchange and transactions
which are not submitted to a Qualified Clearing Agency for settlement pursuant to the rules of such Clearing
Agency shall be settled in accordance with the Rules of the Exchange.

* * * Supplementary Material:

Definitions

.10 Definition of a Qualified Clearing Agency.—The term “Qualified Clearing Agency” shall mean a clearing
agency (as defined in the Securities Exchange Act of 1934) which (i) has been granted registration by the
Securities and Exchange Commission under Act (ii) maintains facilities through which Exchange with the
trade data specified in paragraph .30 below and with such other data reasonably requested n order t permit
the Exchange to enforce compliance by its members and member organizations with the provisions of the
Securities Exchange Act of 1934, the rules and regulations thereunder, and the Rules if the Exchange.

.20 Definitions of Fully-interfaced Clearing Agency.—The term “Fully-Interfaced Clearing Agency” shall mean
a Qualified Clearing Agency which, in conjunction with the Qualified Clearing Agency selected by the contra-
party the contract: (i) in the case of a submission for comparison, has established systems for effecting
comparison of a securities contract which permits each party to the contract to submit its trade data to the
Qualified Clearing Agency selected by it and (ii) i the case of a submission for settlement, has established
systems for the settlement of securities contracts in a manner which does not require each party to a contract
to be a participant in the same Qualified Clearing Agency.

.30 Regardless of whether or not a Fully-Interfaced or Qualified Clearing Agency is being used for the
comparison and/or settlement of a round-lot regular way contract for the purchase or sale of a security
entered into on the Exchange, each clearing member organization that is a party to such contract shall submit
to a Fully-Interfaced or Qualified Clearing Agency, as defined above, in such form and within such time
periods as may be prescribed by the Clearing Agency, or the Exchange, as appropriate, each of the following
trade data elements:

(1) Name or identifying symbol of the security, as may be required by the clearing agency;

(2) Number of shares ir quantity of security;

(3) Transaction price;

(4) Time the trade was executed;

(5) Executing broker badge number, or alpha symbol as may be used from time to time, in regard to its side of
the contract.

(6) Executing broker badge number, or alpha symbol as may be used from time to time, of the contra side to
the contract.

(7) Clearing firm number, or alpha symbol as may be used from time to time, in regard to its side of the
contract;

(8) Clearing firm number, or alpha symbol as may be used from time to time, in regard to the contra side of
the contract;

(9) Whether the account for which the order was executed was that of a member or member organization or
of a non-member or non-member organization;

(10) Such other information as the Exchange may from time to time require.
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Each clearing member organization that is a party to a round lot non-regular way contract for the purchase
or sale of a security entered into on the Exchange shall submit each of the trade data elements referred to
above to the Exchange, in such form and within such time periods as the Exchange may prescribe.

.40 It shall be the obligation of each member effecting a transaction on the Floor, whether acting as agent for
another member or otherwise, to supply items (1) through (8) of the above-specified trade data to the clearing
member organization for his side of the transaction for submission by such clearing member organization.
The Clearing member organization shall, as provided in paragraph .30 above, submit such data to a Fully-
Interfaced or Qualified Clearing Agency, or to the Exchange as prescribed above. It shall also be the duty
of each member to promptly upon effecting the transaction, notify the reporter in the Crowd, or such other
individual as the Exchange may deem appropriate, for his broker badge number, or alpha symbol as may be
used from time to time, and any other information in regard to the contract as the Exchange may determine
from time to time.

Amendments.

September 3, 1964.

July 31, 1978.

September 20, 1985.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

10

http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 89-19

Click to open document in a browser

April 11, 1989

  

Member Firm Regulation

 TO: Members and Member Organizations

ATTENTION: Chief Executive, Financial and Operations Officers/Partners

SUBJECT: Proposed Amendments to SEC Rule 15c3-3 Relative to Categories of Instruments Delivered as
Collateral to Customers in Government Securities Borrowings

The Securities and Exchange Commission has proposed amendments to Rule 15c3-3 (Custody of Securities)
relating to the categories of instruments that may be delivered as collateral to customers from whom
government securities are being borrowed. A copy of Release No. 34-26608, dated March 15, 1989, is
attached for your convenience.

In the interim, the Division of Market Regulation has issued a no-action letter to the Public Securities
Association (PSA) allowing broker-dealers to expand, in accordance with the proposed rule amendment, the
categories of instruments they deliver as collateral to customers for borrowings of government securities (a
copy of the letter is attached).

In addition to the instruments currently permitted under the rule (cash, United States Treasury bills, United
States Treasury notes, or an irrevocable letter of credit issued by a bank as defined in section 3(a)(6)(A)
through (C) of the Securities Exchange Act), the amendment allows broker-dealers to deliver as collateral the
following securities:

1) Government securities as defined in section 3(a)(42)(A) (e.g. securities issued by the Government National
Mortgage Association) and 3(a)(42)(B) of the Securities Exchange Act of 1934.

2) Securities issued or guaranteed by:

a) the Federal Home Loan Mortgage Corporation (“Freddie Mac”)

b) the Federal National Mortgage Association (“Fannie Mae”)

c) the Student Loan Marketing Association (“Sallie Mae”), or

d) the Financing Corporation (“FICO”)

The proposed amendment, however, excludes zero coupon bonds and “stripped” securities as instruments
that may be pledged as collateral.

In its no-action letter to the PSA, the Division of Market Regulation, in addition to currently permitting broker-
dealers to pledge the aforementioned securities covered by the SEC proposal, also made it a requirement
that when such securities are used, the broker-dealers must disclose to the customer, as an amendment to
the written agreement required by subparagraph (b)(3) of SEC Rule 17 CFR 240.15c3-3, that some securities
being provided as collateral may not be guaranteed by the United States.

The Commission also requests comments on the propriety of amending the rule to permit broker-dealers to
deliver as collateral to customers the government securities set forth in the proposed rule amendment when
borrowing equity or other debt securities.

Member and member organizations wishing to comment should, by May 1, 1989, file three copies with
Jonathan G. Katz, Secretary, Securities and Exchange Commission, 450 5th Street, N.W., Mail Stop 6-9,
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Washington, D.C. 20549 with reference to File No. S7-10-89 and one copy with Mr. Maurice Minen, Managing
Director, New York Stock Exchange, Inc., 20 Broad Street, 23rd Floor, New York, New York 10005.

Questions regarding this circular may be directed to your finance coordinator.

Raymond J. Hennessy

Vice President

Attachment

Federal Register / Vol. 54, No. 49 / Wednesday, March 15, 1989 / Proposed Rules

17 CFR Part 240

[Ref. No. 34-26606; File No. S7-10-89]

Customer Protection-Reserves and Custody of Securities

AGENCY: Securities and Exchange Commission

ACTION: Proposed rule amendment.

SUMMARY: The Securities and Exchange Commission (“Commission”) is publishing for comment a
proposed rule amendment to its customer protection rule. The amendment will expand the categories
of instruments that broker-dealers may deliver as collateral to customers from whom they are borrowing
government securities. In addition to the instruments currently permitted under the rule, the amendment
will allow broker-dealers to deliver as collateral “government securities,” as defined in sections 3(a)(42)(A)
(e.,g. securities issued by the Government National Mortgage Association) and 3(a)(42)(B) of the Securities
Exchange Act of 1934 (“Exchange Act”), and securities issued or guaranteed by the Federal Home Loan
Mortgage Corporation, the Federal National Mortgage Association, the Student Loan Marketing Association,
or the Financing Corporation. In the interim, the Commission is authorizing the Division of Market Regulation
(“Division”) to issue a letter to the Public Securities Association stating that the Division will not recommend
any action to the Commission if broker-dealers expand. in accordance with the proposed rule amendment,
the categories of instruments they deliver as collateral to customers In Government Securities borrowings.

DATE: Comments should be received by May 1, 1989.

ADDRESSES: Persons wishing to express their views should submit their comments in triplicate addressed
to Jonathan G. Katz, Secretary, Securities and Exchange Commission, 450 5th Street NW., Mail Stop 0-9,
Washington, DC 20549. Reference should be made to File No. S7-10-89.

FOR FURTHER INFORMATION CONTACT: Michael A. Macchiaroli at (202) 272-2904, Michael P. Jamroz at
(202) 272-2372 or Jerry W. Carpenter at (202) 272-3728, Division of Market Regulation, 450 5th Street, NW.,
Mail Stop 5-1, Washington, DC 20549.

SUPPLEMENTARY INFORMATION:

I. Background

The Commission's customer protection rule, Rule 15c3-3 (17 CFR 240.15c3-3) under the Exchange
Act requires that a broker-dealer, among other things, promptly obtain and thereafter maintain physical
possession or control of all fully-paid and excess margin securities carried by it for the account of

“customers.” 1   Paragraph (b)(3) sets forth certain conditions under which a broker-dealer may borrow for its
own use customer fully-paid or excess margin securities without being deemed to be in violation of the rule's
possession or control requirement Paragraph (b)(3)(iii) requires that the broker-dealer and the lender enter
into a written agreement that among other things, specifies that the broker-dealer must provide to the lender
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collateral consisting exclusively of cash. United States Treasury bills, United States Treasury notes, or an
irrevocable letter of credit issued by a bank.

Because the borrowing of government securities plays an important role in the government securities market,
the Commission believes that, for purposes of the customer protection rule, the categories of instruments that
broker-dealers can provide to customer lenders in government securities borrowings should be expanded.
Therefore, the Commission is proposing for comment an amendment to the customer protection rule to allow
broker-dealers to provide, in addition to the instruments currently listed in paragraph (b)(3)(iii) of the rule,

certain government securities 2   as the collateral in government securities borrowings.

II. Proposed Change

Currently, paragraph (b)(3)(iii) of the customer protection rule requires that a broker-dealer borrowing
securities from a customer provide to that customer collateral “consisting exclusively of cash or United States
Treasury bills and Treasury notes or an irrevocable letter of credit issued by a bank as defined in section
3(a)(6)(A) through (C) of the Securities Exchange Act which fully secures the loan of securities * * *.” The
proposed amendment will allow a broker-dealer that is borrowing government securities to provide to the
lender collateral consisting of either the instruments currently listed in paragraph (b)(3)(4i), government

securities as defined at sections 3(a)(42)(A) and 3(a)(42)(B) of the Exchange Act, 3   or securities issued or
guaranteed by the Federal Home Loan Mortgage Corporation (“Freddie Mac”), the Federal National Mortgage
Association (“Fannie Mae”), the Student Loan Marketing Association (“Sallie Mae”), or the Financing
Corporation (“FICO”). The proposed amendment excludes zero coupon bonds and “stripped” securities as
instruments that may be pledged as collateral.

In a request that the Commission review the categories of instruments that may be provided as collateral to

customers in government securities borrowings, the Public Securities Association (“PSA”) 4   stated its belief
that the liquidity of the government securities market would be improved by permitting broker-dealers to use
the government securities set forth in the proposed rule amendment. An increase in liquidity would result
because broker-dealers would be afforded greater flexibility in the types of government securities that could

be pledged as collateral in the securities borrowing used to cover their short males and fails to deliver. 5   The
PSA also believes that by expanding the pool of government securities that could be pledged as collateral
under the customer protection rule, liquidity would be increased because the financing opportunities available

to broker-dealers in connection with their market-making activities would be significantly expanded. 6 

The Commission preliminarily believes that the PSA's request, that the Commission expand the categories of
instruments that broker-dealers may deliver as collateral to customers in government securities borrowings,
and the basis for that request have merit; therefore, the Commission is publishing for comment the proposed
rule amendment. The Commission requests comments on the sources of potential costs and benefits
associated with the proposed amendment to the customer protection rule and seeks quantification of any
costs or benefits identified.

The Commission also requests comments on the propriety of amending the rule to permit broker-dealers to
deliver as collateral to customers in borrowings of equity securities or other debt securities the government
securities set forth in the proposed rule amendment. Specifically, the Commission seeks information and
evidence indicating whether, from the standpoint of customer protection, a distinction should be made
between collateral eligible for loans of government securities and collateral eligible for loans of other
securities. If appropriate, would such a distinction be based upon the nature or needs of the customer
lenders, upon the nature of the borrowed securities or their markets, or upon mm other consideration? The
Commission also seeks comments and quantifiable data on such questions as: (1) How widespread is the
practice of borrowing equity securities or other debt securities from customers (eg., to cover short sales, fails
to deliver, or other similar situations); and (2) to what degree would customer lenders in such transactions
accept collateral other than the collateral now permitted by the rule?
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III. Regulatory Flexibility Act Certification

Section 306(a) 7   of the Administrative Procedure Act, 8   as amended by the Regulatory Flexibility Act, 9  
requires the Commission to undertake a regulatory flexibility analysis of all proposed rules or proposed rule
amendments to determine the impact of such rulemaking on “small entities.” Section 605(b) of the Regulatory
Flexibility Act specifically exempts from this requirement any proposed rule amendment which, if adopted,
would not “have a significant economic impact on a substantial number of small entities.”

Chairman Ruder has certified that this rule amendment, if adopted will not have a significant economic impact
on a substantial number of small entities because most broker-dealers who are involved in the borrowing of
government securities from non-broker-dealers do not fall within the meaning of “small business” or “small
organization” as defined by 17 CFR 240.0-10.

IV. Statutory Authority

Pursuant to the Securities Exchange Act of 1934 and particularly sections 15 (c)(3) and 23 thereof, 15 U.S.C.
78o(c)(3) and 78w, the Commission proposes to amend 240.15c3.-3 of Title 17 of the Code of Federal
Regulation in the manner set forth below.

List of Subjects in 17 CFR Part 240

Reporting and recordkeeping requirements, Securities.

V. Text of Proposal Amendments

In accordance with the foregoing, it is proposed to amend 17 CFR Part 240 as follows:

PART 240-GENERAL RULES AND REGULATIONS, SECURITIES EXCHANGE ACT OF 1934

1. The authority citation for Part 240 continues to read as follows:

Authority: Sec. 23.48 Stat. 901, as amended (15 U.S.C. 78w) * * * 240.15c3-3 is also issued under Sec.
15(c)(3),15 U.S.C. 78o(c)(3).

2. By amending 240.15c3-3 by revising paragraph (b)(3)(iii) as follows:

§240.15c3-3 Customer protection-reserves and custody of securities.

(b) Physical possession or control of securities.

(3) * * *

(iii) Specifies that the broker or dealer (A) must provide to the lender, upon the execution of the agreement
or by the close of the business day of the loan if the loan occurs subsequent to the execution of the
agreement, collateral consisting exclusively of cash, United States Treasury bills, United States Treasury
notes, or an irrevocable letter of credit issued by a bank as defined in section 3(a)(6) (A) through (C) of the
Securities Exchange Act which fully secures the loan of securities or, when the broker or dealer is borrowing
government securities, collateral consisting of in addition to that previously provided for in this section (but
excluding zero coupon bonds and “stripped” securities), “government securities” as defined in section 3(a)(42)
(A) or section 3(a)(42)(B) of the Securities Exchange Act, or securities issued or guaranteed by the Federal
Home Loan Mortgage Corporation, the, Federal National Mortgage Association, the Student Loan Marketing
Association, or the Financing Corporation and (B) must mark the loan to the market not less than daily and,
in the event that the market value of all the outstanding securities loaned at the close of trading at the end
of the business day exceeds 100 percent of the collateral then held by the lender, the borrowing broker or
dealer must provide additional collateral of the type described in paragraph (b)(3)(iii)(A) of this section to the
lender by the close of the next business day as necessary to equal, together with the collateral then held by
the lender, not less than 100 percent of the market value of the securities loaned; and
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* * * * *

By the Commission.

Jonathan G. Katz,

Secretary.

March 8, 1989.

Regulatory Flexibility Act Certification

I. David S. Ruder, Chairman of the Securities and Exchange Commission, hereby certify, pursuant to 5
U.S.C. 605(b), that the proposed amendment to Rule 15c3-3 set forth in Securities Exchange Act Release
No. 26608, if adopted, will not have a significant economic impact an a substantial number of small entities.
The reason for this Certification is that most broker-dealers who are involved in the borrowing of government
securities from non-broker-dealers do not fall within the meaning of “small business” or “small organization”
as defined by 17 CFR 2403-10.

David S. Ruder.

Chairman.

Dated: February 24, 1989.

[FR Doc. 89-5952 Filed 3-14-89; 8:45 am]

March 2, 1989

Frances R. Bermanzohn, Esq.

Senior Vice President and General Counsel

Public Securities Association

40 Broad Street

New York, New York 10004-2373

Dear Ms. Bermanzohn:

This letter is in response to your letter dated June 21, 1988, in which you requested on behalf of the Public
Securities Association that the Division of Market Regulation issue a no-action position with regard to the
use of certain “government securities,” as defined in Section 3(a)(42) of the Securities Exchange Act of 1934
(“Exchange Act”), as the “collateral” for purposes of subparagraph (b)(3) of Commission Rule 15c3-3 (17
C.F.R. 240.15c3-3)(“ Rule”).

Pursuant to subparagraph (b)(1) of the Rule, a broker-dealer must promptly obtain and thereafter maintain
the physical possession or control of all fully-paid and excess margin securities carried by it for the account of
“customers,” as defined by the rule. Subparagraph (b)(3) sets forth certain conditions under which a broker-
dealer may borrow for its own use customer fully-paid or excess margin securities without being deemed
to be in violation of the Rule's possession or control requirement. The Rule requires that the broker-dealer
and the lender enter into a written agreement that, among other things, specifies that the broker-dealer must
provide to the lender collateral consisting exclusively of cash, United States Treasury bills, United States
Treasury notes, or an irrevocable letter of credit issued by a bank.

You state that the U.S. government securities market is one of the largest and most liquid in the world.
Securities borrowing transactions play an important role in enhancing the liquidity of the government
securities market, and you believe that permitting the use of government securities, in addition to those
listed in subparagraph (b)(3) of the rule, as collateral would improve the liquidity of the market for both those
government securities borrowed and those pledged as collateral. It is your belief that liquidity would be
increased because broker-dealers would be afforded greater flexibility in the types of government securities
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that could be pledged as collateral in the securities borrowings used to over their short sales and fails to
deliver. (Since the market for Treasury-issued securities, in particular, depends upon the dealers' ability to
effectuate short sales without undue expense, flexibility in the government securities which could be used
as collateral would increase liquidity). Liquidity would also be increased because the financing opportunities
available to broker-dealers in connection with their market-making activities would be significantly expanded.
(A broker-dealer holding government securities that are not allowable collateral under subparagraph (b)(3) of
the rule must now first use those government securities to borrow cash and then pledge the cash as collateral
in the securities borrowing.)

You state that participants in the government securities market have implicitly recognized the high credit
quality of government securities other than those listed in subparagraph (b)(3) by demonstrating a willingness
over the past several years to lend securities to broker-dealers in transactions collateralized solely with such
government securities. Prior to the enactment of the Government Securities Act of 1986, a large market in
securities borrowing transactions using government securities as collateral developed between government
securities dealers and their customers. Furthermore, broker-dealers who lend securities to other broker-
dealers (who are not customers for purposes of the Rule) routinely accept government securities as collateral.

Based upon the facts represented above, the Division will not recommend any action to the commission if, for
purposes of subparagraph (b)(3) of the Rule, a broker-dealer provides to a customer lender as the collateral
in a government securities borrowing transaction any of the following:

(1) “government securities” as defined in Section 3(a)(42)(A) of the Exchange Act;

(2) “government securities” as defined in Section 3(a)(42)(B) of the Exchange Act (the current list of
designated securities appears at 52 Fed. Reg. 38559 (October 16, 1987)); or

(3) securities issued or guaranteed by the Federal Home Loan Mortgage Corporation (“Freddie Mac”), the
Federal National Mortgage Association (“Fannie Mae”), the Student Loan Marketing Association (“Sallie
Mae”), or the Financing Corporation (“FICO”).

Zero coupon bonds and “stripped” securities may not be provided by broker-dealers to customer lenders as
the collateral in government securities borrowings.

A broker-dealer that chooses to provide collateral to a securities lender not listed in subparagraph (b)(3) of
the rule must disclose to the customer, as an amendment to the written agreement required by subparagraph
(b)(3), that some securities being provided as collateral may not be guaranteed by the United States.

Sincerely,

Michael A. Macchiaroli

Assistant Director

cc: Kenneth R. Papaj

Department of the Treasury

Raymond J. Hennessy

New York Stock Exchange, Inc.

John E. Pinto, Jr.

National Association of Securities Dealers, Inc.
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Footnotes

1  The term "customer" is defined at subparagraph (a)(1) of Rule 15c3-3.
2  The term “government securities” is defined at Section 3(a)(42) of the Exchange Act.
3  For a security to fall within the definition of “government securities” found at section (3)(a)(42)(B) of the

Exchange Act, it must, among other things, be designated an “exempt security” by the Secretary of the
Treasury. The current list of designated securities is found at 52 Fr 38559 (Oct. 16, 1987).

4  The PSA represents approximately 300 banks and broker-dealers that underwire, trade, and distribute
U.S. government securities, federal agency securities, certain mortgage-backed securities. All primary
dealers, designated by the Federal Reserve Bank of New York, in U.S. government securities are
members of the PSA.

5  Since the market for Treasury-issued securities, in particular, depends upon the broker-dealers ability
to effectuate short sales without undue expense, flexibility in the government securities which could be
used as collateral will increase liquidity.

6  Currently, a broker-dealer holding government securities that are not allowable collateral under
paragraph (b)(3) of the rule must first use those government securities to borrow cash and then pledge
the cash as collateral in the securities borrowing.

7  U.S.C. 603(a).
8  U.S.C. 551 et seq.
9  Pub. I. No. 96-354, 94 Stat. 1164 (1980).
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Member Firm Regulation

PLEASE ROUTE TO COMPLIANCE AND LEGAL DEPARTMENTS

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, OPERATIONS OFFICER, INTERNAL
AUDIT/COMPLIANCE DEPARTMENTS, LEGAL DEPARTMENTS

SUBJECT: NEW “INSIDER TRADING AND SECURITIES FRAUD ENFORCEMENT ACT OF 1988”

On November 19, 1988, the Securities Exchange Act of 1934 (the “Act”) was amended by the enactment
of the “Insider Trading and Securities Fraud Enforcement Act of 1988”. The amendments, in pertinent part,
create an explicit requirement that every registered broker/dealer establish, maintain and enforce written
policies and procedures reasonably designed to prevent the misuse of material, non-public information by the
broker/dealer, or any person associated with the broker/dealer, in violation of the Act.

The new law (Section 15 U.S.C. 78o(f)) institutes affirmative statutory requirements, which are in addition
to any Exchange requirements concerning supervision and which are subject to both SEC and Exchange
inspection. Section 21A of the Act allows for the imposition of civil penalties for persons violating the law as
well as for persons “controlling” those violators. Control persons may, under certain conditions, be subject to
fines up to $1,000,000 or three times the profit gained or loss avoided, whichever is greater, as a result of the
controlled person's violation.

The new law does not set forth specific policies or procedures which must be adopted. However, member
organizations may want to seek the advice of their legal counsel as to what, if any, action they should take
in view of this legislation. Questions concerning this memorandum may be directed to Patricia Pallingayan,
Senior Special Counsel at (212)656-2744.

Edward A. Kwalwasser

Senior Vice President
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Member Firm Regulation

 TO: FLOOR BROKER MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: MANAGING BROKERS/CHIEF EXECUTIVE OFFICERS

SUBJECT: REGULATORY INITIATIVES - QUARTERLY REPORTING REQUIREMENTS

On July 29, 1988, the Exchange issued Information Memo No. 88-21 which announced amendments to Rule
342 and Rule 351. Under the amendments, all active members not associated with a member organization
and all member organizations are required to review trades done by or on behalf of the member organization
or their members, employees and family members (“covered trades”) for possible violations relating to
insider trading, manipulation and deceptive practices. The amendments also require members and member
organizations to report quarterly to the Exchange on their review of such trades.

The Exchange recognizes that many Floor broker members and member organizations conduct little or
no covered trading. In order to assist such members and organizations with the reporting requirements,
the Exchange has prepared two types of attestations. One is for those $2 broker members or member
organizations that have limited covered trades and the other is for those who have no covered trades.

Copies of the attestations are attached for your use. The first report is due April 15, 1989 covering the first
quarter of 1989.

Please submit the signed attestations to:

New York Stock Exchange, Inc.

Data Control Section

20 Broad Street

22 Floor

New York, N. Y. 10005

Those individuals or firms involved in more active trading in member, employee or family accounts will be
required to complete a full report as described in Information Memo 88-21 which is attached.

Questions concerning the filing requirements for Floor brokers may be directed to Joseph O'Loughlin on
656-5772. All other questions concerning Rules 342 and 351 may be directed to Donald Siemer on 656-6940.

Edward A. Kwalwasser

Senior Vice President

Attachment

Member or Member Organization: _______________________________

RULE 351(e) ATTESTATION - LIMITED TRADING

Pursuant to the requirements of New York Stock Exchange Rule 342.21 I have carried out a review of
covered trades effected during the period through and no trades were effected for my own or member
organization's account or for the account of allied members, employees or my or their family members that
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would have caused an investigation to be made for violation of the statutory or rule provisions prohibiting
insider trading or manipulative or deceptive devices. I understand that if a covered trade is subject to an
investigation, a written status report must be made to the Exchange.

________________________

Signature of Member

________________________

Date

Member or Member Organization: ________________________________

RULE 351(e) ATTESTATION - NO TRADING

The undersigned hereby attests that no transactions in NYSE listed securities or related financial instruments
were effected whatsoever during the period through (except for error trades conducted in the ordinary course
of business) for my own account, the accounts of my member organization, allied members or employees or
my or their family members.

________________________

Signature of Member

________________________

Date
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Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, OPERATIONS OFFICER, INTERNAL
AUDIT/COMPLIANCE DEPARTMENTS, LEGAL DEPARTMENT

SUBJECT: REGULATORY INITIATIVES, CLARIFICATION OF “FAMILY MEMBER” DEFINITION AND
REPORT FILING REMINDER

On July 29, 1988, the Exchange issued Information Memo No. 88-21 which announced new regulatory
initiatives with respect to supervisory and compliance obligations of members and member organizations.

One of these provisions, Rule 342.21(a), requires members and member organizations to review trades
in NYSE listed securities and related financial instruments effected for the accounts of members, allied
members or employees of the member or member organization and their family members. The review
procedures are to be reasonably designed to identify trades that may violate the prohibitions on insider
trading and manipulative and deceptive devices contained in the Securities Exchange Act of 1934, the rules
thereunder and in Exchange rules. (See Information Memo No. 88-21 for detailed information on related
requirements concerning procedures, review, investigation, and reporting of employee and/or proprietary
trading.)

The July Information Memo stated that “[f]or purposes of this rule [ Rule 342], ‘family member’ accounts
include accounts of husbands, wives, children, sons-in-law, daughters-in-law and any household relative
of employees, where such accounts are introduced or carried by an employee's member or member
organization.” Comments received by the Exchange from member organizations have suggested that
monitoring of relevant accounts would be substantially facilitated and be more meaningful if the definition
of “employee … or family member” was revised in certain limited areas. In order to address this comment
and clarify the Exchange's intent in requiring “employee … or family member” accounts to be reviewed, the
term has been revised to include accounts introduced or carried by a member or member organization of the
following:

- an employee's spouse;

- children of employees and the children's spouses, provided that they reside in the same household with, or
are financially dependent upon the employee; and

- any other related individual over whose account the employee has control; and

- any other individual over whose account the employee has control and to whose financial support the
employee materially contributes.

It should also be noted that under Rules 406 and 407, relating to accounts carried at other than the
employee's own firm, “employee accounts” include any account in which a member, allied member or
employee has an interest or has the power, directly or indirectly, to make investment decisions. Any such
account is, of course, subject to Rule 342.21(a).

Members and member organizations are reminded that reports concerning proprietary and employee trading
required by Rule 351(e) the fifteenth (15th) day of the month following the end of a calendar quarter. The next
report is due April 15, 1989 covering the first quarter of 1989.
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The required reports should be submitted to:

New York Stock Exchange, Inc.

Data Control Section

20 Broad Street

22nd Floor

New York, N. Y. 10005

Report Format

Based on a review of the trading review reports submitted covering the fourth quarter of 1988, the Exchange
wishes to remind members and member organizations that the statement required by Rule 351(e)(i) should
read “substantially similar” to the statement in the rule. Variation from this statement could result in a member
or member organization having to refile the statement and be subject to a late filing penalty.

Questions concerning this memorandum may be directed to Donald Siemer (212) 656-6940 or Mary Anne
Furlong (212) 656-4823.

Edward A. Kwalwasser

Senior Vice President
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Member Firm Regulation

PLEASE ROUTE TO COMPLIANCE AND LEGAL DEPARTMENTS

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, OPERATIONS OFFICER, INTERNAL
AUDIT/COMPLIANCE DEPARTMENTS, LEGAL DEPARTMENT

SUBJECT: ADOPTION OF RULE 354 (REPORTS TO CONTROL PERSONS

On March 7, 1989, the Securities and Exchange Commission approved Rule 354 (See Securities Exchange
Act Release No. 34-26605). Rule 354 is a supplement to the regulatory initiatives which became effective
in May, 1988 (See Information Memo 88-21 for a full discussion of regulatory initiatives). One of these
initiatives, Rule 342.30, requires that an annual internal report be prepared covering a member's or member
organization's supervision and compliance efforts during the preceding year. The report must be in writing
and include, among other things, an analysis of significant compliance problems and plans for future systems
and procedures to prevent and detect violations and problems. The areas specified in the rule are: antifraud
and trading practices; investment banking activities; sales practices; books and records; finance and
operations; and supervision.

The first report pursuant to Rule 342.30 covers calendar year 1988 and is due April 1, 1989.

Rule 354 requires that a copy of the annual report be furnished to control persons 1   of a member
organization by April 1 of each year. The first report to control persons pursuant to Rule 354 is also due April
1, 1989. Where the control person is an organization, the report must be given to the general counsel of
that control person and to the audit committee of that control person's board of directors or its equivalent
committee or group. Where a member organization has no control person, the report must be provided to the
audit committee of the member organization's board of directors or its equivalent.

The Exchange believes that assuring an awareness of a member organization's supervision and
compliance process by its control person(s) will provide such persons with an understanding of the member
organization's responsibilities in the self-regulatory process and how it discharges them.

The texts of new Rule 354, Rule 342.30 and Rule 2 are annexed hereto as Exhibit A.

* * * * *

Questions concerning new Rule 354 may be directed to Donald Siemer at (212)656-6940 or Patricia
Pallingayan at (212)656-2744.

Edward A. Kwalwasser

Senior Vice President

Rule 2 - Definition of Control

The term “control” means the power to direct or cause the direction of the management or policies of a person
whether through ownership of securities, by contract or otherwise. A person shall be presumed to control
another person if such person, directly or indirectly,
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(i) has the right to vote 25 percent or more of the voting securities,

(ii) is entitled to receive 25 percent or more of the net profits, or

(iii) is a director, general partner or principal executive officer (or person occupying a similar status or
performing similar functions) of the other person.

Any person who does not so own voting securities, participate in profits or function as a director, general
partner or principal executive officer of another person shall be presumed not to control such other person.
Any presumption may be rebutted by evidence, but shall continue until a determination to the contrary has
been made by the Exchange.

Rule 342.30 Annual report. - By April 1 of each year, each member not associated with a member
organization and each member organization shall prepare, and each member organization shall submit to its
chief executive officer or managing partner, a report on the member or member organization's supervision
and compliance effort during the preceding year. The report shall include:

(a) A tabulation of the reports pertaining to customer complaints and internal investigations made to the
Exchange during the preceding year pursuant to Rules 351(d) and (e)(ii),

(b) Identification and analysis of significant compliance problems, plans for future systems or procedures to
prevent and detect violations and problems, and an assessment of the preceding year's efforts of this nature,
and

(c) Discussion of the preceding year's compliance efforts, new procedures, educational programs, etc. in each
of the following areas:

(i) Antifraud and trading practices,

(ii) Investment banking activities,

(iii) Sales practices,

(iv) Books and records,

(v) Finance and operations, and

(vi) Supervision.

If any of these areas do not apply to the member or member organization, the report should so state.
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1  The term "control" as used in Rule 354 is defined in Exchange Rule 2 (See Exhibit A).
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Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF FINANCIAL OFFICER, CHIEF OPERATIONS OFFICER, COMPLIANCE AND LEGAL
DEPARTMENTS

SUBJECT: AMENDMENTS TO BANK SECRECY ACT REGULATIONS RELATING TO CURRENCY
TRANSACTIONS

On January 23, 1989, the Department of Treasury filed notice in the Federal Register (Vol. 54, No. 13)
of amendments to Bank Secrecy Act (“BSA”) regulations relating to domestic currency transactions. The
purpose of this memorandum is to highlight two of these amendments which will have an impact on members
and member organizations.

Background

Rule 17a-8 of the Securities Exchange Act of 1934 requires broker-dealers to file reports and make and
preserve records pursuant to the Currency and Foreign Transactions Reporting Act of 1970 (also known
as the Bank Secrecy Act) and the regulations adopted thereunder. Under these regulations, members and
member organizations must file a Currency Transaction Report (Form 4789, the “CTR”) with Internal Revenue
Service, Department of Treasury to report currency transactions of $10,000 or more.

Amendments to BSA Regulations

The first amendment to the Bank Secrecy Act (31 CFR 103.27) clarifies that a person conducting currency
transactions for another person must report, on the CTR, the name of the person on whose behalf the
transaction was conducted. Treasury amended the regulation to make it clear that a financial institution
must obtain and report the identity and other required information about the person for whom the currency
transaction was conducted.

The second amendment adds a definition of “structuring” to the anti-structuring provision of the BSA (31 CFR
103.53), which prohibits a person from structuring or assisting in structuring, any transaction with one or more
domestic financial institutions for the purpose of evading the currency transaction reporting requirements.

The new definition provides that a person structures a transaction if:

Acting alone, or in conjunction with, or on behalf of, other persons;

He conducts, attempts to conduct or assists in conducting;

One or more transactions in currency;

In any amount;

At one or more financial institutions;

On one or more days;

In any manner;

For the purpose of evading the reporting requirements of 31 CFR 103.22.
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The definition also states that “[t]he transaction or transactions need not exceed the $10,000 reporting
threshold at any single financial institution on any single day in order to constitute structuring within the
meaning of this definition.” This makes it clear that structuring is not limited to multiple transactions conducted
on the same day at a single financial institution.

If a financial institution suspects, either because of the personal knowledge of its employees or because of its
computer or other recordkeeping system, that structuring is taking place, the financial institution should check
its records to ascertain whether currency transactions have taken place that must be reported pursuant to 31
CFR 103.22(a), and should report its suspicion to the local office of the Internal Revenue Service's Criminal
Investigation Division. Any information given the IRS should be given within the confines of section 1103(c)
of the Right to Financial Privacy Act. (Also see NYSE Information Memo Number 89-5, January 20, 1989, for
additional information on reporting suspicious transactions.)

The Exchange recommends that members and member organizations obtain and review the Federal Register
notice concerning these two amendments. The notice provides detailed explanations of the amendments and
several examples that illustrate “structuring” and various ways that persons perform transactions for others.

Edward A. Kwalwasser

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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March 13, 1989

  

Market Surveillance

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Procedures for Handling Market-on-Close Orders on March 17,
1989 (“Expiration Friday”)

The Exchange will implement auxiliary opening and closing procedures on expiration Friday, March 17, 1989,
as listed below:

OPENING PROCEDURES

Several auxiliary procedures are necessary to integrate stock orders relating to expiring contracts into
NYSE's opening procedures in a manner that assures an efficient market opening in each stock as close to
9:30 a.m. as possible. The auxiliary opening procedures applicable on March 17, 1989 are:

Order Entry

Stock orders relating to index contracts whose settlement pricing is based upon the March 17 opening prices
must be received by SuperDot or by the specialist by 9:00 a.m.

- These orders may be cancelled or reduced in size. 1 

- Stock orders relating to index contracts whose settlement pricing is not based upon the March 17 opening
prices may be entered after 9:00 a.m.

To facilitate early order entry, SuperDot (1) will begin accepting orders at 7:30 a.m. and (2) will accept market
orders of 30,099 shares or less.

“Limit-at-the-opening” (“limit OPG”) orders are permitted, including delivery through Exchange systems. 2 

- Ordinary limit orders may also be entered.

Order Identification

Stock orders relating to opening-price settling contracts must be identified “OPG.”

- Firms entering these orders through SuperDot, but unable to identify orders as “OPG”, may use a unique
branch code or firm identifier (mnemonic) to identify these orders. The NYSE Market Surveillance Division (11
Wall Street, 11th Floor) must be advised of the branch code or identifier by March 20, 1989.

- Firms unable to identify these orders in either way, and firms not using SuperDot, must submit a list of all
these orders and related details to the NYSE Market Surveillance Division by March 20, 1989.

Dissemination of Order Imbalances

For any of the pilot stocks (list attached) having a market order imbalance of 50,000 shares or more at
9:00 a.m., the NYSE will disseminate the size of the order imbalance via the low-speed ticker and the news
services as promptly as practicable after 9:00 a.m.
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Dissemination of Indications

Except for the auxiliary procedures described above, all stocks, including the pilot stocks, are subject to the
regular NYSE opening procedures, including price indications where a substantial price change is anticipated.
Dissemination of an indication is mandatory for an opening which will result in a price change constituting the
lesser of 10% or three points from the prior NYSE close, or five points if the previous close is $100 or higher,
unless the price change is less than one point. Fifteen minutes must elapse between a first indication and a
stock's opening. However, when more than one indication is necessary, a stock may open (1) five minutes
after the last indication when it overlaps the prior indication (e.g., 51-53 overlaps 50-52, but does not overlap
53-55) and (2) ten minutes after the last indication when it does not overlap the prior indication, provided that
15 minutes must have elapsed from the dissemination of the first indication.

PROCEDURES RELATING TO THE CLOSE

The Exchange has determined to implement the quarterly triple expiration Friday procedures for market-on-
close (“MOC”) orders each monthly expiration Friday and expand the scope of applicable MOC orders to
those relating to a strategy involving any stock index futures, stock index options, or options on stock index
futures, in the pilot stocks. These procedures have been filed as a rule with the SEC and were effective
beginning the November 18, 1988 monthly expiration Friday.

Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders on so-called “expiration
Fridays” (the Fridays preceding the expiration or settlement of options or futures contracts based on a stock
index). The procedures, which may be used only on expiration Fridays, are intended to provide an orderly
means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

Pilot Stocks

For the purpose of facilitating the publication of any significant order imbalance in one of the Pilot Stocks (see
attached list), you must enter all MOC orders, in Positions relating to a strategy involving any stock index
futures, stock index options, or options on stock index futures, by 3:30 p.m. eastern time. It should be noted
that, pursuant to Rule 13, an order for execution at the close may only be entered for execution at-the-market;
“limit-at-the-close” orders are not permitted.

As soon as possible after 3:30 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:30 p.m. in those pilot stocks. While MOC orders previously entered
may be cancelled or reduced in size, once such publication has been made, any MOC orders subsequently
entered will be accepted only to trade on the opposite side of the market in relation to such published
imbalance. The liquidation of positions relating to a strategy involving any stock index futures, stock index
options, or options on stock index futures using MOC orders entered after 3:30 p.m. is not permitted, even if
such orders might offset net reported imbalances. In the event that no imbalance message is disseminated in
a particular stock, no MOC orders will be accepted after 3:30 p.m. in that issue.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:30 p.m. may not reflect the imbalance that exists at the close.

These procedures relate only to the Pilot stocks. Regular procedures will apply to all other listed securities.
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Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.’

Where the aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they
may be “stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to
the close of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as
“stopped stock.”

“G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Rules 9a-2, 10a-1, 10b-5, as well
as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Michael Seeley at (212) 656-6531 or Mr.
David Leibowitz at (212) 656-4588.

Robert J. McSweeney

Vice President

                                                          

Attachments
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Expiration Friday Pilot Stocks - March 17, 1989

           ABT                    ABBOTT LABORATORIES

           AXP                    AMERICAN EXPRESS COMPANY

           AHP                    AMERICAN HOME PRODUCTS CORPORATION

           AIG                    AMERICAN INTERNATIONAL GROUP INC.

           T                      AMERICAN TELEPHONE AND TELEGRAPH

           AIT                    AMERITECH

           AN                     AMOCO CORPORATION

           BUD                    ANHEUSER BUSCH COMPANIES INC.

           ARC                    ATLANTIC RICHFIELD COMPANY

           BEL                    BELL ATLANTIC CORPORATION

           BLS                    BELL SOUTH CORPORATION

           BA                     BOEING COMPANY

           BMY                    BRISTOL MYERS COMPANY

           CHV                    CHEVRON CORPORATION

           CCI                    CITICORP
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           KO                     COCA COLA COMPANY

           DEC                    DIGITAL EQUIPMENT CORP.

           DOW                    DOW CHEMICAL COMPANY

           DD                     DU PONT COMPANY

           DNB                    DUN AND BRADSTREET CORPORATION

           EK                     EASTMAN KODAK COMPANY

           LLY                    ELI LILLY AND COMPANY

           XON                    EXXON CORPORATION

           F                      FORD MOTOR COMPANY

           GE                     GENERAL ELECTRIC COMPANY

           GM                     GENERAL MOTORS CORPORATION

           GTE                    GTE CORPORATION

           HWP                    HEWLETT PACKARD COMPANY

           IBM                    INTERNATIONAL BUSINESS MACHINES CORP.

           IP                     INTERNATIONAL PAPER COMPANY

           JNJ                    JOHNSON AND JOHNSON
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           MCD                    MCDONALDS CORPORATION

           MRK                    MERCK AND COMPANY INC.

           MMM                    MINNESOTA MINING AND MANUFACTURING

           MOB                    MOBIL CORPORATION

           NYN                    NYNEX CORPORATION

           PAC                    PACIFIC TELESIS GROUP

           PEP                    PEPSICO INC.

           PFE                    PFIZER INC.

           MO                     PHILIP MORRIS COS. INC. HOLDING CO.

           PG                     PROCTER AND GAMBLE COMPANY

           RD                     ROYAL DUTCH PETROLEUM COMPANY

           SLB                    SCHLUMBERGER LIMITED

           S                      SEARS ROEBUCK AND COMPANY

           SBC                    SOUTHWESTERN BELL CORPORATION

           TX                     TEXACO INC.

           UN                     UNILEVER N.V. ADRS
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           USW                    U.S. WEST INC.

           X                      USX CORPORATION

           WMT                    WAL MART STORES INC.

           DIS                    WALT DISNEY COMPANY

           WMX                    WASTE MANAGEMENT INC.

This list consists of the 50 highest weighted S&P 500 stocks, based on market values as of March 1, 1989,
and the 20 Major Market Index stocks.

MEMORANDUM

Date: March 8, 1989

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” OPenings and Market-on-Close (MOC)

Openings

Q. Can “limit at the opening” (“limit OPG” orders be entered in the stocks that are not among the
stocks included in the pilot?

A. “Limit OPG” orders are now permitted on expiration Friday. Unexecuted “limit OPG” orders are cancelled
after the opening transaction. “Limit-at-the-close” orders are not permitted at any time.

Q. When can specialists obtain an OARS status request?

A. At any time after 7:30 a.m., in any stock. (Specialists should review OARS inquiry, freeze and opening
procedures to avoid problems.)

Q. Must specialists wait until 9:27 a.m. to start the ITS pre-opening application?

A. No. ITS Pre-Opening notifications may be issued beginning at 9:00 a.m.

Q. Are “G” orders to sell short at the market handled differently at the opening then at the close on
expiration day?

A. Yes, “G” short market orders are covered by two different procedures. At the opening they are handled as
they are on any other day. “G” short market orders must yield to all public limit orders at the lowest valid short
tick. At any higher price the “G” shorts need not yield. At the close, “G” market shorts must yield to all limit
orders at the sale price, even if that price is higher than the first valid short tick.

Q. How should specialists and Floor Officials handle requests to “hold the opening” in the pilot
stocks?

A. The Exchange has added auxiliary and early procedures with the express purpose of providing a prompt
opening in all stocks, not just the 50 pilot stocks. Brokers should be told to have their opening interest
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represented by 9:30 a.m., and assuming adequate pricing information re: substantial disparity from the close,
all stocks should be opened as quickly after 9:30 as possible.

MOC Orders

Q. When can a specialist print “paired-off” market-on-close orders as “stopped stock”?

A. The special “stopped stock” procedure for market-on-close orders is used only 12 times a year on
“expiration days”, usually the 3rd Friday of each month.

Q. On expiration days, how do you determine the price at which to print the “stopped stock”?

A. Generally prices are set by the imbalance of market-on-close orders. If there are 20,000 paired off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

Q. How do you determine the price at which MOC orders are executed on non-expiration days?

A. Again, the general rule of thumb is: imbalance creates price change, while a perfect pair-off creates no
change,in price.

Non-Expiration Day

Examples:

Mkt. 24 - 1/8 20,000×30,000

Last Sale 24 1/8-a zero minus tick

Example A: Sell 20,000 MOC; Buy 25,000 MOC

Imbalance Rules - 20,000 sells at 24 then 25,000 trades at 24 1/8 - Last 24 1/8+

Example B: Sell 20,000 MOC; Buy 15,000 MOC

Imbalance Rules Again - 15,000 trades 24 1/8 then 20,000 sells at 24 - Last 24 -

Example C: Sell 10,000 MOC; Buy 10,000 MOC

No Imbalance of supply and demand so market should return to price prior to market on close.

So: 10,000 sells at 24 the 10,000 trades at 24 1/8 - Last 24 1/8+

•In all 1/8 point examples it is assumed there is a Public Bid and Public Offer. If it is the Specialist Bid or Offer,
he must yield to the pair-off, since he is Agent for those orders.

Q. What if the quotation spread is 1/4 or more?

A. Ideally, the specialist should offset the imbalance and cross the entire amount inside the existing quote.
Where market conditions or rules do not facilitate such an offset, the “paired-off” portion could be crossed 1/8
point away from the indicated closing price with the imbalance setting the closing sale.

Non-expiration Day

Examples:

Mkt. 24 - 1/4 100,000×100,000

Last 24 1/4 - a minus tick

Example A: Sell 20,000 MOC Buy 25,000 MOC (Assume specialist short)

Imbalance sets close - 20,000 sells at 24 1/8 then 5,000 trades at 24 1/4, last 24 1/4+

Example B: Sell 100,000 MOC Buy 55,000 MOC if specialist does not ‘cross’ the entire amount at 24 1/8

Imbalance sets close - 55,000 sells at 24 1/8 then 45,000 trades at 24; last 24 -
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Example C: Sell 20,000 MOC Buy 20,000 MOC

No imbalance 20,000 sells at 24 1/8; last 24 1/8 -

Q. How will the specialist determine which orders receive which prices?

A. While all MOC orders become effective simultaneously, it would be consistent with NYSE policy to allocate
the most advantageous prices to the orders received earliest.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.

2  Prior to the December 16th expiration, “Limit-at-the-Opening” ("limit OPG") orders were banned on
expiration Fridays.
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March 3, 1989

  

Member Firm Regulation

Please Route to Accounting & Compliance Departments

 TO: Members, Member Organizations and Subscribers

ATTENTION: Managing Partner/Chief Executive Officer/Chief Financial Officer

SUBJECT: Extension of Comment Period on Proposed Amendments to Securities and Exchange
Commission (SEC) Rule 15c3-1 (Net Capital Rule) Which Will Make the Rule Applicable To Stock Specialists
Who Are Currently Exempt From The Rule

The SEC has extended the comment period from March 1, 1989 to April 3, 1989, on the proposed
amendments to SEC Rule 15c3-1 regarding specialists. Details of the proposed amendments were
summarized in Information Memo Number 89-4, dated January 17, 1989, which also included a copy of the
proposal.

As a reminder, persons wishing to express their opinion should submit their comments in triplicate to
Jonathan G. Katz, Secretary, Securities and Exchange Commission, 450 5th Street, N.W., Mail Stop 6-9,
Washington, D.C. 20549, with reference to File No. S7-27-88. A copy should also be filed with Mr. Maurice
Minen, Managing Director, New York Stock Exchange, Inc., 20 Broad Street, 23rd Floor, New York, New York
10005.

Any questions regarding these circulars should be directed to your finance coordinator.

Raymond J. Hennessy

Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
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February 28, 1989

  

Market Surveillance

 TO: All Members and the Managing Partner/Chief Executive Officer and Chief Operating Officer of Each
Member Organization

SUBJECT: Amendments to Rule 325(e) on Financial Responsibility Standards

The Securities and Exchange Commission recently approved amendments to Exchange Rule 325(e) which
are intended by the Exchange to address concerns that member financial responsibility standards be
responsive to today's market environment, and that all parties to trades on the Exchange have the assurance
that contracts entered into on the NYSE will be honored. The effect of the amendments is to increase
member financial responsibility standards from $50.000 to $100,000. These amendments are set forth in
Exhibit A and described below. In order to give members time to make amended or new arrangements to
comply with the rule, the amendments will not become effective until May 1, 1989.

Amendments to Rule 325(e)

Prior to these new amendments, Exchange Rule 325(e) had provided that all members who execute orders
on the Floor show evidence of financial responsibility in the minimum amount of $50,000. Rule 325(e) has
provided that this standard can be met by a clearing firm guarantee, escrow account, letter of credit, or the
current value of a member's “seat”. Rule 325(e) had provided that the “seat” could be used as evidence of
financial responsibility provided that the value of such seat equals or exceeds $75,000.

The Exchange has amended Rule 325(e) to increase the financial responsibility standard from $50,000 to
$100,000 (this standard is independent of net capital requirements). In order to make compliance with the
amended rule easier, the amendments also provide several additional methods which members can use to
meet the standard:

1) Members may choose to comply with the increased level of $100,000 by depositing readily available
marketable securities with a value of at least $100,000 (after appropriate haircuts,to be determined in the
same manner as haircuts are determined for capital requirements) with an organization acceptable to the
Exchange, e.g., a clearing firm member organization.

2) A lessor may pledge his seat on behalf of his lessee's Rule 325(e) requirement, so long as the lease
agreement expressly sets forth the pledge of the lessor's seat on the lessee's behalf, free of any lien or
encumbrance.

In any case where a seat is used to meet the financial responsibility requirement the rule has been amended
to provide that the current value of such seat must equal or exceed $150,000, rather than the $75,000
amount previously specified in the rule.

Any questions members or member organizations may have about Rule 325(e) may be directed to their
coordinator.

Robert J. McSweeney

Vice President

Exhibit A
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Revised Rule 325(e)

Additions underscored

Deletions [bracketed]

(e) In addition to the net capital requirement prescribed in Rule 15c-1 promulgated under the Securities
Exchange Act of 1934, each member described in Section 1(a), Section 1(b) or Section 2 of Article [IX] II of
the Constitution who executes orders on the Floor of the Exchange, must present evidence of his financial
responsibility in the amount of [$50,000] $100,000 by one of the following methods:

(1) A written guarantee by a member organization which is a member of a qualified clearing agency and has
excess net capital of not less than [$50,000] $100,000 for each member for whom such guarantee has been
extended or

(2) [$50,000] $100,000 held by an independent agent in escrow, or

(3) a letter of credit issued by a bank or other party acceptable to the Exchange in the amount of [$50,000]
$100,000, or

(4) marketable securities with a total value of at least $100,000 (after appropriate haircuts, to be determined
in the same manner as haircuts are determined for capital requirements on deposit with an organization
acceptable to the Exchange and readily available, or

[4]

(5) in the case of a member described in Section 1(a) [or Section 2] of Article [IX] II of the Constitution,
except any member permitted to transact business as a member pursuant to Rule 301.34, his exchange
membership, provided that the current value of such membership equals or exceeds [$75,000] $150,000
where the current value at any time shall be equal to the price of the last sale of a membership consummated
through the Exchange's Membership Transfer Facility during the preceding calendar month (or, if no sale of a
membership was consummated during the preceding calendar month, then the last sale prior to the preceding
calendar month). Where such current value is less than [$75,000] $150,000, the difference, but not to exceed
[$50,000] $100,000, shall be provided by any of the methods in subparagraphs (1), (2) [or] (3), or (4) above or
by any alternate method approved by the Exchange, or

(6) in the case of a lessee member described in Section (2) of Article II of the Constitution, the value of the
lessor's membership, up to an amount of at least $100,000, Provided (i) the lease agreement expressly
Provides for the lessor to pledge the value of his membership, on his lessee's behalf, free of any lien or
encumbrance, in accordance with such procedures as the Exchange may from time to time prescribe; and
(ii) the current value of the lessor's membership equals or exceeds S150,000. Valuation of the lessor's
membership shall be in accordance with the principles stated in subparagraph (5) above. Where such current
value is less than $150,000, the lessee shall provide the difference, not to exceed $100,000, by any of the
methods in subparagraphs (1), (2), (3) or (4) above or by any alternate met approved by the Exchange.

Such written guarantee, escrow account, letter of credit, [or] exchange membership or marketable securities
shall be available solely for sums due the Exchange and such sums as the Board of Directors shall determine
are due by such member to other members or member organization as the result of losses arising directly
from the closing out under the Constitution and Rules adopted pursuant thereto of contracts entered into in
the ordinary course of business in the market on the Floor of the Exchange for the purchase, sale borrowing
or loaning of securities.

The Exchange will consider alternate methods of compliance with the new financial responsibility standard.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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February 21, 1989

  

Market Surveillance

 TO: All Members and the Managing Partner/Chief Executive Officer of Each Member Organization

SUBJECT: Amendments to Rule 134A on Procedures for Handling Error Trades

The Securities and Exchange Commission has approved new Exchange Rule 134A(g), which codifies a
practice of members “taking in” the error trades of an unaffiliated member or member organization, and
prescribes recordkeeping requirements as to errors that are “taken in”. New Rule 134A(g), which is set forth
in Exhibit A and described below, is effective immediately.

The adoption of new Rule 134A(g) is intended to help facilitate the handling or resolution of errors.

New Rule 134A(g)

Formal procedures for resolving “QT” and error trades are contained in Rule 134A. New paragraph (g) of Rule
134A (see Exhibit A) provides that a member may have i trade as to which he made an error cleared in an
account in his own name or the account of his member organization, or through an account in the name of
another member or member organization, with the agreement of such other member or member organization.

Recordkeeping Requirements

To facilitate NYSE monitoring of error trades, new Rule 134A(g) requires every member to make available
to the Exchange, upon request, accurate and complete records of all error trades; and where error trades of
$3,000 or more are cleared in the error account of another member or member organization on the member's
behalf, new Rule 134A(g) requires the member who executed the trade to maintain records, which shall be
available to the Exchange upon request, of the error trade, which shall include the following:

(1) audit trail data elements as prescribed by Rule 132;

(2) the nature and amount of the error;

(3) the member or member organization that cleared the error trade;

(4) the means whereby the member resolved the amount of the error trade with the member or member
organization who cleared the trade on his behalf;

(5) the aggregate amount of liability outstanding, as of the time each such error trade entry is recorded, as to
all error trades that have been cleared by other members or member organizations; and

(6) such other information which the Exchange may require from time to time.

The Exchange believes that the provisions of new Rule 134A(g) described above will facilitate resolution
of error trades in a timely, efficient, and cost-effective manner. It should be emphasized, however, that a
member continues to be responsible for researching all details of an uncompared trade even if the trade is
ultimately cleared in the account of another member or member organization.

Specialists who “take in” error trades of an unassociated member or member organization as permitted by
Rule 134(g) are requested to note all such trades in the comments section of Form 81.

Floor brokers who do not deal with the public are reminded that Securities and Exchange Commission Rule
17a-3(a) and NYSE Rule 410 require, among other matters, that they retain for six years (two years in a
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readily accessible place) a memorandum of each brokerage order, cancellation order, execution report and
any other instruction given or received for the purchase or sale of securities, whether executed or unexecuted
and whether originated on or off the Floor. This includes copies of Floor tickets substantiating commissions
billed, “Questioned Trade” tickets and all Floor records relating to error transactions (purchase or sale)
whether for the broker's own account or the account of another individual member or member organization.

Questions about Rule 134A(g) may be directed to Mr. Daniel Saporito, Director, Market Surveillance, (212)
656-5097, New York Stock Exchange, 11 Wall Street, New York, NY 10005.

Robert J. McSweeney

Vice President

Exhibit A

New Rule 134A(g)

Rule 134A Differences and Omissions - Cleared Transactions (“QTs”)

* * * *

(g) A member may have a trade as to which he made an error cleared in an account in his own name
or the account of his member organization, or in an account in the name of another member or member
organization, with the agreement of such other member or member organization. Every member shall make
available to the Exchange, upon Exchange request, accurate and complete records of all his error trades
cleared in his own, or his member organization's error account. A member who has a trade as to which
he made an error of $3,000 or more cleared by another member or member organization shall maintain
accurate and complete records, which shall be made available to the Exchange upon Exchange request,
as to such trade, which records shall include the audit trail data elements prescribed in Rule 132, as well
as the nature and amount of the error, the member or member organization that cleared the error trade
on the member's behalf, the means whereby the member resolved the error with the member or member
organization that cleared the error trade on the member's behalf, the aggregate amount of liability that the
member has incurred and has outstanding, as of the time each such error trade entry is recorded, as to his
error trades that have been cleared by other members or member organizations, and such other information
as the Exchange may from time to time require.

MEMORANDUM

Date: February 17, 1989

To: All Members and Member Organizations

From: Market Surveillance Division

Subject: Procedures for Individual Investor Express Delivery Service (IIEDS), Rule 80A (“Sidecar”) and Rule
80B (“Circuit Breakers”)

Individual Investor Express Delivery Service

•Activated when Dow Jones Industrial Average moves 25 points up or down from the previous day's close;
and in effect for the rest of the trading day.

•Priority delivery of simple market orders entered through SuperDOT up to 2,099 shares identified as for an
individual investor.

•Normal auction market procedures apply once the order is received by the specialist.

Rule 80A (“Sidecar”)
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•Effective when the Chicago Mercantile Exchange (CME) primary S&P 500 futures contract declines 12 points
below the previous day's close; the CME notifies the NYSE; And notification is displayed on the Trading Floor
(with effective time).

•The CME will not permit trading in that contract below that level for 30 minutes.

•The NYSE will route program trading orders in any stock which is a component of the S&P 500 entered in
our systems to an undisclosed file (“sidecar”) for five minutes, after which time the file will be opened and the
orders will be eligible for execution.

•Stocks should continue to trade as normal during that five minute period, and normal expectations of dealer
performance will be in effect.

•NYSE component stocks of the S&P 500 futures contract must be halted and a price indication disseminated
if, during that five minute period or when the file is opened, a trade would result in a change in price from the
last sale of:

- more than one point from a last sale under $20;

- more than two points from a last sale between $20 & $99 7/8; and

- more than three points from a last sale of $100 or more.

•In any case where trading in any of the 50 highest capitalized NYSE-listed stocks in the S&P 500 index and
any MMI stocks not among the 50 highest capitalized S&P stocks (see list of stocks attached) is halted during
or at the conclusion of the “sidecar” period, and there is an imbalance in such stock of 50,000 snares or more,
including both systematized and non-systematized orders, the size of the imbalance will be disseminated
as well as a price indication. (A trading halt shall not be required on the basis of a 50,000-share imbalance
alone.)

•If a stock is halted at the beginning of the five-minute “sidecar” period, a price indication should be published.
The dissemination of a 50,000-share or more imbalance should take place only at the conclusion of the
sidecar period, along with a price indication (even if one was already issued) from which time at least fifteen
minutes must elapse before reopening.

•All new stop and stop limit orders in all stocks are banned for the remainder of the day except those orders
for an individual investor of a size of 2,099 shares or less.

• Rule 80A will not be initiated during the last 35 minutes of a trading day, and not more than once in a trading
day.

•All other stocks which are not a component of the S&P 500 are subject to normal rules and procedures and
should be halted only with the approval of a Floor Governor or two Floor Officials when there is a significant
imbalance.

Rule 80B (“Circuit Breakers”)

•The market will halt for one hour if the Dow Jones Industrial Average declines 250 points, and for two hours
if the DJIA declines a total of 400 points (even if the calculation of the DJIA is based on the prices of less
than all of the stocks included in the average). Procedures for reopening shall be similar to normal opening
procedures.

•As soon as practical, but no later than fifteen minutes prior to the end of the “circuit breaker” halt period, price
indications may be disseminated with the approval of a Floor Official and indications must be disseminated
for any change of more than one point which equals or exceeds the lesser of 10% or three points from a last
sale, or which is 5 points from the last sale of $100 or more.

•In any case where a price indication is disseminated, the Exchange shall disseminate 50,000-share or more
imbalances in any of the 50 highest capitalized NYSE-listed stocks in the S&P 500 index and any MMI stocks
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not among the 50 highest-capitalized NYSE-listed stocks in the S&P 500 index before any such stock may
reopen for trading.

Any questions on the matters described above may be referred to Mr. Michael Seeley (212) 656-6531.

Robert J. McSweeney

Vice President

   

Stocks for Which Imbalances of 50,000 Shares or More Must Be Disseminated If Trading Is

                    

Halted During or at the Conclusion of a “Sidecar” Period

        ABT          ABBOTT LABORATORIES

        AXP          AMERICAN EXPRESS COMPANY

        AHP          AMERICAN HOME PRODUCTS CORPORATION

        AIG          AMERICAN INTERNATIONAL GROUP INC.

        T            AMERICAN TELEPHONE AND TELEGRAPH

        AIT          AMERITECH

        AN           AMOCO CORPORATION

        BUD          ANHEUSER BUSCH COMPANIES INC.

        ARC          ATLANTIC RICHFIELD COMPANY

        BEL          BELL ATLANTIC CORPORATION
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        BLS          BELL SOUTH CORPORATION

        BA           BOEING COMPANY

        BMY          BRISTOL MYERS COMPANY

        CHV          CHEVRON CORPORATION

        KO           COCA COLA COMPANY

        DEC          DIGITAL EQUIPMENT CORP.

        DOW          DOW CHEMICAL COMPANY

        DD           DU PONT COMPANY

        DNB          DUN AND BRADSTREET CORPORATION

        EK           EASTMAN KODAK COMPANY

        LLY          ELI LILLY AND COMPANY

        XON          EXXON CORPORATION

        F            FORD MOTOR COMPANY

        GE           GENERAL ELECTRIC COMPANY

        GM           GENERAL MOTORS CORPORATION

        GTE          GTE CORPORATION

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

43

http://researchhelp.cch.com/License_Agreement.htm


        HWP          HEWLETT PACKARD COMPANY

        IBM          INTERNATIONAL BUSINESS MACHINES CORP.

        IP           INTERNATIONAL PAPER COMPANY

        JNJ          JOHNSON AND JOHNSON

        MCD          MCDONALDS CORPORATION

        MRK          MERCK AND COMPANY INC.

        MMM          MINNESOTA MINING AND MANUFACTURING

        MOB          MOBIL CORPORATION

        NYN          NYNEX CORPORATION

        PAC          PACIFIC TELESIS GROUP

        PEP          PEPSICO INC.

        PFE          PFIZER INC.

        MO           PHILIP MORRIS COS. INC. HOLDING CO.

        PG           PROCTER AND GAMBLE COMPANY

        RD           ROYAL DUTCH PETROLEUM COMPANY

        SLB          SCHLUMBERGER LIMITED
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        S            SEARS ROEBUCK AND COMPANY

        SBC          SOUTHWESTERN BELL CORPORATION

        TX           TEXACO INC.

        UN           UNILEVER N.V. ADRS

        USW          U.S. WEST INC.

        X            USX CORPORATION

        WMT          WAL MART STORES INC.

        DIS          WALT DISNEY COMPANY

        WMX          WASTE MANAGEMENT INC.

This list consists of the 50 highest weighted S&P 500 stocks, based on market values as of February 8, 1989,
and the 20 Major Market Index stocks. This same list is used for special procedures that are in effect, on
expiration Fridays.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Market Surveillance

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Procedures for Handling Market-At-The-Close Orders on February 17, 1989 (“Expiration Friday”)

The monthly procedures for market-on-close (“MOC”) orders will be used by the Exchange on expiration
Friday. Applicable MOC orders will include those relating to a strategy involving any stock index futures, stock
index options, or options on stock index futures. in the pilot stocks. These procedures have been approved as
a rule by the SEC for a one year period extending through October 1989.

Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders on so-called “expiration
Fridays” (the Fridays preceding the expiration or settlement of options or futures contracts based on a stock
index). The procedures, which may be used only on expiration Fridays, are intended to provide an orderly
means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

Pilot Stocks

For the purpose of facilitating the publication of any significant order imbalance in one of the pilot stocks (see
attached list), you must enter all MOC orders, in positions relating to a strategy involving any stock index
futures, stock index options, or options on stock index futures, by 3:30 p.m. eastern time. It should be noted
that, pursuant to Rule 13, an order for execution at the close may only be entered for execution at-the-market;
“limit-at-the-close” orders are not permitted.

As soon as possible after 3:30 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:30 p.m. in those pilot stocks. While MOC orders previously entered
may be cancelled or reduced in size, once such publication has been made, any MOC orders subsequently
entered will be accepted only to trade on the opposite side of the market in relation to such published
imbalance. The liquidation of positions relating to a strategy involving any stock index futures, stock index
options, or options on stock index futures using MOC orders entered after 3:30 p.m. is not permitted, even if
such orders might offset net reported imbalances. In the event that no imbalance message is disseminated in
a particular stock, no MOC orders will be accepted after 3:30 p.m. in that issue.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:30 p.m. may not reflect the imbalance that exists at the close.

These procedures relate only to the pilot stock. Regular procedures will apply to all other listed securities.
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Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.”

Where the aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they
may be “stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to
the close of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as
“stopped stock.”

“G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-off
“at-the-close” orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing
price that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-
market theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms
of a “plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if
the order was a market order to sell “long, or a market order to buy.

Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Rules 9a-2, 10a-1, 10b-5, as well
as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Michael Seeley at (212) 656-6531 or Mr.
David Leibowitz at (212) 656-4588.

Robert J. McSweeney

Vice President

                                             

Attachments

Expiration Friday Pilot Stocks - February 17, 1989

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

47

http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D11%28a%29%281%29%28G%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE90/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D11%28a%29%281%29%28G%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE97/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE10a-1/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE10b-5/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


         ABT           ABBOTT LABORATORIES

         AXP           AMERICAN EXPRESS COMPANY

         AHP           AMERICAN HOME PRODUCTS CORPORATION

         AIG           AMERICAN INTERNATIONAL GROUP INC.

         T             AMERICAN TELEPHONE AND TELEGRAPH

         AIT           AMERITECH

         AN            AMOCO CORPORATION

         BUD           ANHEUSER BUSCH COMPANIES INC.

         ARC           ATLANTIC RICHFIELD COMPANY

         BEL           BELL ATLANTIC CORPORATION

         BLS           BELL SOUTH CORPORATION

         BA            BOEING COMPANY

         BMY           BRISTOL MYERS COMPANY

         CHV           CHEVRON CORPORATION

         CCI           CITICORP

         KO            COCA COLA COMPANY
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         DEC           DIGITAL EQUIPMENT CORP.

         DOW           DOW CHEMICAL COMPANY

         DD            DU PONT COMPANY

         DNB           DUN AND BRADSTREET CORPORATION

         EK            EASTMAN KODAK COMPANY

         LLY           ELI LILLY AND COMPANY

         XON           EXXON CORPORATION

         F             FORD MOTOR COMPANY

         GE            GENERAL ELECTRIC COMPANY

         GM            GENERAL MOTORS CORPORATION

         GTE           GTE CORPORATION

         HWP           HEWLETT PACKARD COMPANY

         IBM           INTERNATIONAL BUSINESS MACHINES CORP.

         IP            INTERNATIONAL PAPER COMPANY

         JNJ           JOHNSON AND JOHNSON

         MCD           MCDONALDS CORPORATION
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         MRK           MERCK AND COMPANY INC.

         MMM           MINNESOTA MINING AND MANUFACTURING

         MOB           MOBIL CORPORATION

         NYN           NYNEX CORPORATION

         PAC           PACIFIC TELESIS GROUP

         PEP           PEPSICO INC.

         PFE           PFIZER INC.

         MO            PHILIP MORRIS COS. INC. HOLDING CO.

         PG            PROCTER AND GAMBLE COMPANY

         RD            ROYAL DUTCH PETROLEUM COMPANY

         SLB           SCHLUMBERGER LIMITED

         S             SEARS ROEBUCK AND COMPANY

         SBC           SOUTHWESTERN BELL CORPORATION

         TX            TEXACO INC.

         UN            UNILEVER N.V. ADRS

         USW           U.S. WEST INC.
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         X             USX CORPORATION

         WMT           WAL MART STORES INC.

         DIS           WALT DISNEY COMPANY

         WMX           WASTE MANAGEMENT INC.

This list consists of the 50 highest weighted S&P 500 stocks, based on market values as of February 9, 1989,
and the 20 Major Market Index stocks.

MEMORANDUM

Date: February 13, 1989

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market on Close (MOC) Orders

MOC Orders

Q. When can a specialist print “paired off” market on close orders as “stopped stock”?

A. The special “stopped stock” procedure for Market on Close orders is used only 12 times a year on
“expiration days”, usually the 3rd Friday of each month.

Q. On expiration days, how do you determine the price at which to print the “stopped stock”?

A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

Q. How do you determine the price at which MOC orders are executed on non-expiration days?

A. Again, the general rule of thumb is imbalance creates price change while a perfect pair-off creates no
change in price.

Non-Expiration Day

Examples:

Mkt. 24 - 1/8 20,000×30,000

Last Sale 24 1/8 - a zero minus tick

Example A: Sell 20,000 MOC; Buy 25,000 MOC

Imbalance Rules - 20,000 sells at 24 then 25,000 trades at 24 1/8 - Last 24 1/8+

Example B: Sell 20,000 MOC; Buy 15,000 MOC

Imbalance Rules Again - 15,000 trades 24 1/8 then 20,000 sells at 24 - Last 24 -

Example C: Sell 10,000 MOC; Buy 10,000 MOC

No Imbalance of supply and demand so market should return to price prior to market on close.
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So: 10,000 sells at 24 the 10,000 trades at 24 1/8 - Last 24 1/8+

•In all 1/8 point examples it is assumed there is a Public Bid and Public Offer. If it is the Specialist Bid or Offer,
he must yield to the pairoff, since he is Agent for those orders.

Q. What if the quotation spread is 1/4 or more?

A. Ideally, the specialist should offset the imbalance and cross the entire amount inside the existing quote.
Where market conditions or rules do not facilitate such an offset, the “paired-off” portion could be crossed 1/8
point away from the indicated closing price with the imbalance setting the closing sale.

Non-expiration Day

Examples:

Mkt. 24 - 1/4 100,000×100,000

Last 24 1/4 - a minus tick

Example A: Sell 20,000 MOC Buy 25,000 MOC (Assume specialist short)

Imbalance sets close - 20,000 sells at 24 1/8 then 5,000 trades at 24 1/4, last 24 1/4+

Example B: Sell 100,000 MOC Buy 55,000 MOC if specialist does not “cross” the entire amount at 24 1/8

Imbalance sets close - 55,000 sells at 24 1/8 Then 45,000 trades at 24; last 24 -

Example C: Sell 20,000 MOC Buy 20,000 MOC

No imbalance

20,000 sells at 24 1/8; last 24 1/8 -

Q. How will the specialist determine which orders receive which prices?

A. While all MOC orders become effective simultaneously, it would be consistent with NYSE policy to allocate
the most advantageous prices to the orders received earliest.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Market Surveillance

 TO: All Members, Member Organizations and Options Trading Right Holders Attention: Managing Partners,
Chief Executive Officers, Compliance Officers and Senior Registered Options Principals

SUBJECT: Automated Reporting of Options Trading Data

On December 30, 1988, Information Memo 88-44 was issued to advise members and member organizations
that the New York Stock Exchange (Exchange) and the other securities self-regulatory organizations (SROs)
comprising the Intermarket Surveillance Group, have adopted uniform policies and procedures for ensuring
timely responses by their members to requests for market surveillance information.

Specifically, members and member organizations, are required, under the provisions of Exchange Rule 410A,
to submit customer and proprietary trading (bluesheet) information upon request in the automated format
prescribed by the Exchange. The deadline for compliance with this requirement is February 8, 1989.

Consistent with the provisions of Rule 410A, all members, member organizations and options trading right
holders are also required to respond to Exchange requests regarding options transactions (blue-sheet
information) in a similar fashion. Options series must be identified by using the appropriate OPRA symbol.
The OPRA symbol must be reported in the following format:

OPRA option symbol (space) OPRA expiration month symbol, OPRA strike price symbol.

For example, the Maytag January 25 call option series would be reported as MYG AE. The above example
uses six character spaces in the field designated by SIAC as “symbol” in the automated format.

The attached chart includes the proper codes to be used for the class, expiration month and strike price.

It is important to note that when reporting the size of an options transaction, the number of contracts should
be specified rather than the number of underlying shares represented by the options contracts.

Reminder: Pursuant to Exchange Rule 410A, all members, member organ and options trading rights holders
are required to respond to requests for options trading information via the automated system prescribed by
the Exchange no later than February 8. 1989.

Questions regarding automated reporting of options trading information should be directed to Jack Symington
at (212) 656-6534. Questions regarding the technical aspects of transmitting data to SIAC should be directed
to Larry Long at (212) 623-2256.

Agnes M. Gautier

Vice President

                                              

Attachment
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Expiration Months

  Month Code  Call Code  Put Code  Month Code  Call Code  Put Code     Month Code    Call
 Code   Put Code

   January        A         M       February       B         N           March          
 C          O

    April         D         P         May          E         Q            June          
 F          R

     July         G         S        August        H         T         September        
 I          U

   October        I         V       November       K         W          December        
 L          X

                                       

Strike Prices

    Strike     Prices    Code    Strike    Prices    Code    Strike    Prices    Code

       5      105,205     A        25     125,225     E        65     165,265     M

     7 1/2                U        30     130,230     F        70     170,270     N

      10      110,210     B        35     135,235     G        75     175,275     O

    12 1/2                V        40     140,240     H        80     180,280     P

      15      115,215     C        45     145,245     I        85     185,285     Q

    17 1/2                W        50     150,250     J        90     190,290     R
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      20      120,220     D        55     155,255     K        95     195,295     S

    22 1/2                X        60     160,260     L       100     200,300     T
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February 1, 1989

  

Member Firm Regulation

 To: Members and Member Organizations

Subject: BOSTON SECURITIES ASSOCIATES, INC.

As a result of financial difficulties, Boston Securities Associates, Inc. has been suspended by the Exchange
effective 9:30 a.m., February 1, 1989. Boston Securities Associates, Inc. is not affiliated with Boston
Company, Boston Institutional Services, Inc., or any other firm with a similar name.

Any questions regarding this announcement may be directed to Thomas Kamm at (212) 656-6206 or S.K.
Paul at (212) 656-8481.

Senior Vice President

Member Firm Regulation
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January 25, 1989

  

Capital Markets Group

Please Route to Head of Operations and Head of Trading

 TO: Members and Managing Partners/Chief Executive Officers of Each Member Organization

SUBJECT: Customer Transmission of Orders to SuperDot Via Member Firm Systems

The New York Stock Exchange has received several inquiries from member firms on whether their order
processing systems may receive orders electronically from customers and re-transmit those orders to the
NYSE's SuperDot system.

Membership on the Exchange enables you to have dedicated data lines to the SuperDot system. In order
to allow our member firms to respond to their customers' needs while maintaining access and regulatory
standards, the NYSE has determined that member firms may offer their customers a re-transmission
capability through the member systems and dedicated lines provided the following conditions are met:

•Regulatory requirements, including those defined in Rule 405, Diligence as to Accounts, must be satisfied.

- If orders are to be received from a non-member broker-dealer, a carrying agreement should be entered into
pursuant to Rule 382.

- If orders are to be received from non-broker-dealer customers “know your customer” obligations must be
satisfied either through conventional methods or through automated system parameters.

•Member Firms who wish to provide their customers with the ability to electronically transmit orders to their
order processing system for re-transmission to SuperDot must provide a written statement acknowledging
their responsibility for orders sent to the NYSE. Attached as Exhibit A is the text of an acknowledgement
statement which should be sent to Fran Connors, Managing Director, Product Sales.

Any questions relating to the SuperDot system should also be directed to Fran Connors at 656-6891.

Donald J. Solodar

Senior Vice President

Capital Markets Group

Exhibit A

We, _____________________________________, are hereby notifying the Exchange that we intend to
install terminals connected to our computer systems in non-member customer locations for the purpose of
directing orders to the NYSE's SuperDot System.

We have reviewed Article VII, Sections 1 and 3 of the NYSE Constitution, and other provisions relating
to Exchange contracts and the binding nature of such contracts on a New York Stock Exchange member
organization. We are aware and acknowledge that any contract entered into on the floor of the Exchange
through terminals connected to our computer systems is binding in all respects and that we, as the member
organization installing such terminals, are fully responsible for that contract.
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We have further reviewed NYSE Rule 405 and other provisions of the Constitution and Rules of the
Exchange, and understand that we are required and agree to impose appropriate regulatory and supervisory
procedures in connection with orders directed to the SuperDot system through these terminals.

       __________________________           __________________________

       Member Firm                          Senior Officer

                                            Name/Title

       __________________________

       Date
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Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF FINANCIAL OFFICER, CHIEF OPERATIONS OFFICER - COMPLIANCE AND LEGAL
DEPARTMENTS

SUBJECT: REPORTING OF SUSPICIOUS TRANSACTIONS UNDER THE MONEY LAUNDERING
CONTROL ACT OF 1986

In a recent letter to the Securities and Exchange Commission, the Department of the Treasury requested that
broker-dealers report suspicious wire transfers or other suspicious non-cash transactions to their local IRS/
Criminal Investigation Division or U.S. Customs office (in cases transcending United States borders), or to call
1-800-BSA-CTRS (IRS) or 1-800-BE ALERT (Customs). Broker-dealers should retain detailed records of any
such reports (See page 3 for additional information as to what information should be reported and retained).

Further, the Treasury letter requested that broker-dealers be informed about the Money Laundering Control
Act of 1986 (“MLCA”) (18 U.S.C. Sec. 1956) and its prohibitions against conducting wire and other non-cash
transfers involving proceeds derived from specified unlawful activities. Broker-dealers must be aware of the
potential liability that may be incurred by financial institutions who aid and abet the commission of criminal
activity specified in the Federal statutes (see especially 31 U.S.C. Sec. 5324).

The Money Laundering Control Act

Under the MLCA, it is a federal offense to conduct or attempt to conduct a “financial transaction” 1   which

involves the proceeds of a specified unlawful activity 2   with intent to (a) promote continuation of the unlawful
activity, (b) conceal or disguise the nature, location, source, ownership or control of the proceeds, or (c) avoid
a transaction reporting requirement under State or Federal law.

Similarly, the MLCA prohibits anyone from knowingly engaging or attempting to engage in a “monetary

transaction” 3   in a criminally derived property when the following exists: (a) value of the property exceeds

$10,000, (b) a financial institution 4   is used, (c) the property is derived from a specified crime (see footnote
2), and (d) the transaction is conducted with the knowledge that the proceeds are criminally derived. (See 18
U.S.C. Sec. 1957.)

The Treasury letter states that it was the specific intent of Congress in enacting this legislation to address the
“laundering” of illegal proceeds through wire transfers and other monetary instruments. The specified crimes
set forth in the Act include those crimes most commonly associated with organized crime, drug trafficking and
financial misconduct, e.g., embezzlement, bribery and illegal arms sales. 2

Members and member organizations are cautioned to establish procedures to detect transactions by
money launderers and others who seek to hide profits derived from illegal activity. In this regard, counsel for
members and member organizations should review 31 U.S.C. Sec. 5324, a federal criminal statute relating to
structuring transactions to evade reporting requirements and other illegal activity.

The Treasury letter notes that as a result of this legislation, the amendments to the Right to Financial Privacy
Act (“RFPA”) and increased awareness of narcotics and money laundering problems within the financial
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community, reports by financial institutions of suspicious cash transactions 5   have dramatically increased,
with marked success. Treasury hopes to achieve this same response with suspicious noncash transactions
involving wire transfers and other transactions.

Information to be Reported and Retained

Members and member organizations should have counsel review any proposed telephone report formats
for compliance with applicable provisions of the Right to Financial Privacy Act. (See 12 U.S.C. 3403(c)). The
Treasury letter emphasizes that the information permitted to be disclosed under RFPA includes the name of
any person(s) involved in the suspicious transaction; account numbers; home and business addresses; social
security numbers; types of accounts; interest paid on the accounts; location of the branch or office where
the suspicious transactions occurred; a specification of the offense that the financial institution believes has
been violated, if known; and a description of the activities giving rise to the financial institution's suspicions.
Detailed records of such reports should be made and retained by members and member organizations.

If you have any questions concerning this matter, please contact Mary Anne Furlong at (212)656-4823.

Edward A. Kwalwasser

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  The term "financial transaction" is defined in 18 U.S.C. Sec. 1956(c)(4) to include "… the movement
of funds by wire or other means or involving one or more monetary instruments, which in any way or
degree affects interstate or foreign commerce …"

2  "Specified unlawful activity" is defined in 18 U.S.C. Sec. 1956(c)(7).
3  A "monetary transaction" as defined in 18 U.S.C. Sec. 1957(f)(1) means the "deposit, withdrawal,

transfer, or exchange … of funds or a monetary instrument … by, through, or to a financial institution."
4  "Financial institution" has the meaning given such term in the Bank Secrecy Act - which includes broker-

dealers.
5  Under the Currency and Foreign Transactions Reporting Act of 1970.
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January 17, 1989

  

Member Firm Regulation

Please Route to Accounting & Compliance Departments

 TO: Members, Member Organizations and Subscribers

ATTENTION: Managing Partner/Chief Executive Officer/Chief Financial Officer

SUBJECT: Proposed Amendments to Securities and Exchange Commission(SEC) Rule 15c3-1 (Net Capital
Rule) Which Will Make The Rule Applicable To Stock Specialists Who Are Currently Exempt From The Rule

On December 28, 1988 the SEC issued Release No. 34-26402 for comment by March 1, 1989. This release
proposes to make SEC Rule 15c3-1 (Net Capital Rule) applicable to certain specialists who are currently
exempt from the Rule. A copy of the release is enclosed for your review.

Proposed Changes

Stock Specialists will no longer be exempt from the SEC's net capital Rule and will be subject to the securities
haircut deductions, deductions for illiquid assets and operational charges as set forth in SEC Rule 15c3-1.

However, the SEC has provided some relief by deferring the imposition of haircuts related to positions in
specialty securities until the end of the business day immediately following the trade date, so as to allow one
business day to obtain more capital, or reduce the size of the positions (see item B and paragraph (N) on
page 317 of the enclosed SEC release for a further discussion.)

The proposed amendments may require some specialists to increase the amount of their required net capital.
The Rule and proposed changes should be reviewed carefully by each specialist with their accountants to
measure the impact upon its capital.

The SEC believes that certain benefits will be achieved by applying its capital requirements to previously
exempt specialists, including:

(1) Providing reasonable assurance that specialists are maintaining sufficient levels of net capital.

(2) Providing the SEC with a uniform measure by which it may review the liquidity of all specialists.

(3) Requiring specialists to monitor their net capital as other broker-dealers are required.

Comments Requested by SEC

The SEC is requesting comments on:

(1) Whether the one day relief period should be available to all specialists or only those specialists who limit
their securities activities to trading with other brokers or dealers.

(2) Whether this one day period should be available to specialists for all haircuts on positions in their specialty
securities or for only undue concentration deductions relating to positions in their specialty securities.

(3) The costs and benefits of the proposed amendments to the net capital Rule and the effects of those
costs and benefits on the specialists. The SEC is especially interested in receiving comments concerning
the effects of the proposed amendments on the specialists at the regional exchanges. The SEC also seeks
quantification of any costs or benefits identified.
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(4) Any other statements the specialists may wish to discuss relating to the enclosed release.

Comments should be filed with the SEC by March 1, 1989 in accordance with the instructions on the first
page of the enclosed release. A copy of the comments should be filed with Mr. Maurice Minen, Managing
Director, The New York Stock Exchange, Inc., 20 Broad Street, 23rd Floor, New York, New York 10005.

Any questions regarding this circular should be referred to your finance coordinator.

Raymond J. Hennessy

Vice-President

17 CFR Part 240

[REL No. 34-26402; File No. S7-27-88]

Net Capital Requirements for Brokers and Dealers

AGENCY: Securities and Exchange Commission.

ACTION: Proposed rule amendments.

SUMMARY: The Securities and Exchange Commission (“Commission”) is publishing for comment proposed
amendments to its net capital rule. The amendments will make the rule applicable to certain specialists who
are now exempt from the rule. The amendments, however, will allow specialists one business day to bring in
capital or to reduce their positions to meet the appropriate haircuts on positions in their specialty securities.
Option market makers, designated as specialists for purposes of the net capital rule, will continue to be
exempt under certain conditions.

DATES: Comments should be received by March 1, 1989.

ADDRESSES: Persons wishing to express their views should submit their comments in triplicate addressed
to Jonathan G. Katz, Secretary, Securities and Exchange Commission, 450 5th Street, NW., Mail Stop 6-9,
Washington, DC 20549. Reference should be made to File No. S7-27-88.

FOR FURTHER INFORMATION CONTACT: Michael A. Macchiaroli (202) 272-2904, Michael P. Jamroz
(202) 272-2372 or Jerry W. Carpenter (202) 272-3128, Division of Market Regulation, 450 5th Street NW.,
Mail Stop 5-1, Washington, DC 20549.

SUPPLEMENTARY INFORMATION:

I. Background

The Commission's uniform net capital rule, Rule 15c3-1 (17 CFR 240.15c3-1) under the Securities Exchange
Act of 1934 (“Exchange Act”), sets forth minimum financial standards for broker-dealers. The rule's design
is that broker-dealers maintain liquid assets in sufficient amounts to enable them to satisfy promptly their
liabilities. The rule accomplishes this by requiring broker-dealers to maintain liquid assets in excess of their

liabilities to protect against potential market and credit risks. 1 

The Securities Act Amendments of 1975 (“1975 Amendments”) amended section 15(c)(3) of the Exchange
Act to require the Commission to establish minimum financial responsibility requirements for all brokers
and dealers. The 1975 Amendments also amended section 23(a)(1) of the Exchange Act to authorize the
Commission to classify persons and to prescribe greater, lesser, or different requirements for those different
classes in the implementation and execution of the Exchange Act.

The present net capital rule requires all brokers-dealers who are registered with the Commission, except

for certain narrowly defined classes. 2   to comply with the rule. Subparagraph (b)(1) of the rule classifies

“specialist” 3   as a separate class of broker-dealers and exempts certain specialists from the requirements
of the rule. The exemption applies to specialists who, among other things, (i) limit their securities activities
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to trading with only brokers, dealers, or other members of the exchange on which they act as specialists
and (ii) are subject to the capital requirements of that exchange. Option market makers are also defined
as specialists for purposes of the net capital rule. The Commission expects to issue a separate proposal
concerning options market makers in the near future.

When the rule was adopted in 1975 and made applicable to all previously exempt exchange members, the
Commission deferred the question of whether specialists should continue to be exempt from the rule. Later
that year, the Commission solicited the views of all interested persons with regard to the appropriate net

capital requirements for specialists. 4   In that release, the Commission stated that while there were reasons
for a separate classification for specialists who had no public customers, the Commission did “not believe
that the exemption should be continued indefinitely.” Of the comment letters received, most expressed the

commentators' concerns that the application of the net capital rule with its haircut 5   and undue concentration
6   deductions would have an adverse effect on the specialists' ability to assist in the maintenance of a fair
and orderly market and could create a conflict between the specialists' obligation to the market and their net
capital rule requirement to maintain sufficient liquidity. No Commission action was taken at that time, and the
exemption remained a part of the rule.

For a broker-dealer that determines its net capital under the basic method, the current haircut for an equity
security is 30% of the market value of the greater of the long or short positions. To the extent that the market
value of the lesser of the long or short portions exceeds 25% of the market value of the greater of the long or
short positions, there is an additional deduction of 15% of the market value of the excess.

For a broker-dealer that determines its net capital under the alternative method, the current haircut for equity
securities is 15% of the market value of the long positions. To the extent that the market value of the short
positions exceed 25% of the market value of the long positions, there is an additional deduction of 30% of the
market value of the excess.

II. The Market Break of October 1987

As a result of the October 1987 market break and as a part of its comprehensive market break study, 7   the
Division of Market Regulation (“Division”) examined the specialist financial responsibility rules and specialist

financial surveillance systems of the various exchanges and noted several problems. 8   Among other things,
the Division expressed its concern regarding: (1) limitations in the exchanges' systems of monitoring the
specialists' securities positions and financial conditions; (2) potential difficulties specialists may experience in
obtaining necessary financing during periods of market turbulence; and (3) its belief that the minimum capital
requirements imposed by the exchanges do not reflect the actual capital required to ensure the maintenance
of fair and orderly markets in different types of securities.

As a result of the concerns regarding the state of the exchanges' specialist surveillance systems and financial
responsibility rules, the Commission studied the ramifications of eliminating the exemption for specialists.

Although the exchanges, in general, have taken steps to improve their financial surveillance systems 9   and

their specialist capital requirement rules, 10   the Commission does not believe there exist sufficient reasons
to continue to exempt specialists from the net capital rule and the consequential overall financial responsibility

which results from its application. 11 

Specialists are central to the exchange market mechanism. Moreover, the October 1987 market break
demonstrated that specialists are exposed to risks of financial failure during periods of extreme market

volatility. 12   In light of these facts, the Commission believes it would be desirable to impose on specialists
the additional discipline of the net capital rule and provide for improved Commission and exchange monitoring
of the financial health of those firms.
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The Commission believes that the application of the net capital rule to specialists will help to increase the
commitment of all specialists to their functions. Further, the application of the rule, in effect will require
specialists to monitor properly their financial conditions on a continual basis and will provide the Commission
with a uniform measure whereby it may review more effectively the liquidity of all specialists. The rule,
however, will not require a specialist to assume more securities positions in its specialty securities than
its responsibilities require. The rule, thus, will provide a minimum assurance that a specialist can meet its
responsibilities to the market.

The specialists and the exchanges previously expressed fears that the specialists' market-making functions
could be impaired intra-day because of the haircuts required by the net capital rule. Ordinarily. this fear
should not be realized. Indeed, 24 of the New York Stock Exchange's 53 specialist units are currently subject
to the net capital rule, and there is no indication that compliance with the rule has had a detrimental effect on
their market making abilities. However, in recognition of a specialist's obligation to assist in the maintenance
of a fair and orderly market in each of its specialty securities and the consequent necessity to inventory large
positions temporarily, the Commission proposes to permit a specialist to defer taking haircuts on his specialty
positions until the close of the business day following the trade date on which those positions were acquired.
13 

Since September 1988, the American Stock Exchange (“Amex”) has increased its monitoring of the financial
conditions of its specialists by requiring each self-clearing specialist to submit on a daily basis information
on that specialist's capital and securities positions. The information is required to be filed with the Amex by
9:00 a.m. Eastern time on the day following the trade date. Similar information for the introducing specialists
is provided to the Amex on a daily basis by the introducing specialists' clearing firm.

See Market Break Report, Chapter, 4, at 4-52 to 4-53, for an overview of the systems, as they existed prior to
the October 1987 market break, used by the NYSE and the Amex to monitor the financial conditions of their
specialists.

Furthermore, whether or not the net capital rule is amended to make all specialists subject to its
requirements, the Commission encourages the exchanges to continue their efforts towards improving their
specialist financial surveillance systems.

Specifically, at the end of trading on October 16, only one of the NYSE fifty-five specialist units had no buying
power because its margin requirement was in excess of its net liquid assets/equity. By the end of trading on
October 19, thirteen units had no buying power. At the end of trading on October 20, five of the thirteen units
from the previous day had excess equity and buying power, and one additional unit no longer had buying
power, thus a total of nine units had no buying power at the close on October 20. The Division in its Market
Break Report evaluated what the likely impact on NYSE specialists would have been had an additional
250 point drop in the market occurred on October 20. Based on its evaluation, the Division believed that an
additional 15 to 20 specialists units would have exhausted their buying power.

As a result of the October 1987 market break, one NYSE specialist firm formed a joint book with the specialist
affiliate of an upstairs firm and another NYSE specialist firm was purchased by the affiliate of an upstairs firm.
At the Amex, two specialist firms were acquired by upstairs firms. See Market Break Report, Chapter 4, at
4-58 to 4-65.

III. Proposed Changes

A. Subparagraph (b)(1)

The specialist exemption will be amended so that it is available only to those options market makers,
designated for purposes of the net capital rule as specialists, who restrict their security business, except for
occasional transactions for their own accounts, solely to options market making and who clear their securities
transactions through another broker-dealer. This would require, among other things, that all specialists,
whether their assigned securities are equities or options, have and maintain net capital of not less than the
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required amounts and comply with all other applicable provisions of the net capital rule. 14   The Commission
is currently studying the exemption as it applies to options market makers.

B. Subparagraph (c)(2)(ii)(N)

Under the proposal, subparagraph (c)(2)(vi)(N) will be added to the net capital rule. This new subparagraph
will permit a specialist to defer deducting from its net worth the haircuts, including any undue concentration
deduction, specified in subparagraph (c)(2)(vi) or paragraph (f) or Appendix A as to positions in its specialty
securities until the end of the business day immediately following the trade date on which those positions
were acquired. The one day period will allow a specialist, who because of its obligation to the market had
to assume large positions in his specialty securities, time to obtain any additional capital it may require
because of the haircuts. It will also allow time for the possible stabilization of the market which could allow
the specialist to reduce the size of its positions without violating its obligations as a specialist. Finally, if the
specialist is unable to recover, it will provide the exchange sufficient time to arrange for an acquisition or to
reallocate that specialist's specialty securities.

The Commission requests comments on whether this one day period should be available to all specialists
or only those specialists who limit their securities activities to trading with other brokers or dealers. The
Commission also requests comments on whether this one day period should be available to specialists for
all haircuts on positions in their specialty securities or for only undue concentration deductions relating to
positions in their specialty securities.

IV. Cost and Benefit

The Commission requests comment on the costs and benefits of the proposed amendments to the net capital
rule and the effects of those costs and benefits on the specialists. The Commission is especially interested
in receiving comments concerning the effects of the proposed amendments on the specialists at the regional
exchanges.

The proposed amendments to the net capital rule may require some specialists in meeting the requirements
of the net capital rule to increase the amount of capital they maintain. The exact effect the application of the
net capital rule will have on specialists cannot be immediately quantified. The application of the rule, though,
will not impose any burden on the specialists, large or small, in addition to those the majority of all other
broker-dealers, including over-the-counter market makers, have in complying with the net capital rule.

In addition, the Commission believesthe benefits that will result from the application of the net capital rule will
outweigh any possible burdens. These benefits include, among other things, providing reasonable assurance
that specialists are maintaining sufficient levels of net capital, providing the Commission with a uniform
measure whereby it may review the liquidity of all specialists, and requiring specialists to monitor their net
capital as closely as other broker-dealers are now required.

Comments are solicited on the potential sources of costs and the potential benefits associated with the
proposed amendments to the net capital rule. The Commission also seeks quantification of any costs or
benefits identified.

V. Summary of Initial Regulatory Flexibility Analysis

The Commission has prepared an Initial Regulatory Flexibility Analysis in accordance with 5 U.S.C. 603
regarding the proposed amendments to Rule 15c3-1. The Analysis notes that the objective of the proposed
amendments is to further the purposes of the various financial responsibility rules which are to provide
safeguards with respect to the financial responsibility and related practices of brokers and dealers. A copy
of the Initial Regulatory Flexibility Analysis may be obtained by contacting Jerry W. Carpenter, Division of
Market Regulation, Securities and Exchange Commission, Washington, DC 20549.
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VI. Statutory Authority

Pursuant to the Securities Exchange Act of 1934 and particularly sections 15 (c)(3) and 23 thereof, 15 U.S.C.
780(c)(3) and 78w, the Commission proposes to amend §240.15c3-1 of Title 17 of the Code of Federal
Regulations in the manner set forth below.

List of Subjects in 17 CFR Part 240

Reporting and recordkeeping requirements, Securities.

VII. Text of Proposed Amendments

In accordance with the foregoing, it is proposed to amend 17 CFR Part 240 as follows:

PART 240-GENERAL RULES AND REGULATIONS, SECURITIES EXCHANGE ACT OF 1934

1. The authority citation for Part 240 continues to read as follows:

Authority: Sec. 23, 48 Stat. 901, as amended (15 U.S.C. 78w) * * * * Section 240.15c3-1 is also issued under
sec. 15(c)(3),15 U.S.C. 78o(c)(3).

2. By amending §240.15c3-1 by revising paragraph (b)(1) and adding paragraph (c)(2)(vi)(N) after the
concluding paragraph as follows:

§240.15c3-1 Net capital requirements for brokers or dealers.

(b) Exemptions:

(1) The provisions of this section shall not apply to any specialist:

(i) Whose securities business, except for an occasional non-specialist related securities transaction for his
own account, is limited to that of acting as an options market maker on a national securities exchange;

(ii) Who is a member in good standing and subject to the capital requirements of a national securities
exchange;

(iii) Who does not transact a business in securities with other than brokers or dealers registered with the
Commission under section 15 of the Securities Exchange Act of 1934; and

(iv) Who is not a clearing member of the Options Clearing Corporation and whose securities transactions
are effected through and carried in an account cleared by another broker or dealer registered with the
Commission under section 15 of the Securities Exchange Act of 1934.

* * * * *

(c) * * *

(2) * * *

(vi) * * *

(N) A specialist shall not be required to reduce its net worth by any deduction provided by paragraph (c)(2)(vi)
or paragraph (f) of this section or Appendix A (§240.15c3-1a) as to positions in his specialty securities until
the end of the business day immediately following the trade date on which the positions were acquired.

By the Commission.

December 28, 1988.

Jonathan G. Katz,

Secretary.

[FR Doc. 89-143 Filed 1-4, 8:45 am]
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Footnotes

1  "Net capital", as that term is used in the rule, is computed by adding to a broker-dealer's net worth. as
computed under generally accepted accounting principles, certain liabilities subordinated to the claims
of customers and by deducting from its net worth certain assets not readily convertible into cash and
certain percentages ("haircuts") of the market value of all proprietary positions.

There are two methods for determining the amount of net capital a broker-dealer is required to have
and maintain. Under the basic or "aggregate indebtedness" method, a broker-dealer must not permit
its aggregate indebtedness (defined by subparagraph (c)(1) of the not capital rule as "the total money
liabilities of a broker or dealer arising in connection with any transaction whatsoever …") to exceed,
800 percent of its not capital for its first twelve months as a broker-dealer and 1500 percent thereafter.
Conversely, stated a broker-dealer must maintain net capital equal to at least 6 2/3% percent of its
aggregate indebtedness. A broker-dealer currently must maintain, regardless of the above net capital to
aggregate indebtedness ratio, a minimum net capital of either $25,000 if it conducts a general securities
business or $5,000 if it does not carry customer accounts or hold customer funds or securities and
otherwise limits its business as described in the rule.

A broker-dealer that elects to use the "alternative method" of computing its net capital requirement
currently must maintain net capital equal to the greater of $100,000 or 2 percent of its customer related
receivables ("aggregate debit items") computed in accordance with Exhibit A to Rule 15c3-3 (17 CFR
240.15c3-3).

The rule also prescribes special capital requirements for market makers. A market maker (defined by
the Exchange Act to mean any specialist permitted to act as a dealer) currently must maintain for each
security in which it makes a market net capital of not less than $2,500 for each security with a market
value of greater than $5.00 and not less than $500 for each security with a market value of $5.00 or
less. This section of the rule currently provides that a market maker shall maintain net capital of at least
$25,000 but does nut require it to maintain net capital of more than $100,000 unless so required by
some other provision of the rule.

2  Pursuant to paragraph (b) of the net capital rule, there are three classifications of broker-dealers who
are granted an exemption. The three classifications include certain specialists, certain floor brokers. and
broker-dealers who have been granted a specific exemption by the Commission. Generally, only certain
insurance companies, registered as broker-dealers because they sell annuity products which have been
deemed to be securities, have been granted an exemption.

3  An equity specialist is an exchange member who is registered with his exchange as such and who
is responsible for making a market in one or more securities assigned to him. Generally, each equity
security will be assigned to a single specialist, who, in effect, has a monopolist right to make a market
in each of those assigned securities. In return for such a right, the specialist undertakes certain
responsibilities. Those responsibilities include, among other things, the obligation to assist in the
maintenance, so far as practicable, of a fair and orderly market in each of its specialty securities.

4  Notice of Solicitation of Comments Relating to the Application of Net Capital Requirement to Municipal
Securities Brokers and Municipal Securities Dealers and Specialists, Release No. 34-11561, 40 FR
33.747 SEC Docket 11 (1975); See also Extension of Comment Period Relating to the Application of Net
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Capital Requirements to Municipal Securities Dealers and Specialists. Release No. 34-11656, 40 FR
43.743, 7 SEC Docket 18 (1975).

5  As the Commission stated in Securities Exchange Act Release No. 8024, the purpose of the haircuts,
certain percentages of the market value of all proprietary securities positions which a broker-dealer must
deduct from its net worth when calculating net capital, "is to provide a margin of safety against losses
incurred by a broker or dealer as a result of market fluctuations in the prices of such securities or future
commodity contracts."

6  The undue concentration deduction found at (c)(2)(vi)(M) and (f)(3)(iii) of the net capital rule applies to all
long or short proprietary positions of a single class or series whose market value exceeds ten percent of
the broker-dealer's net capital before haircuts. The deduction is applied in the case of equity securities
only on the market value in excess of $10,000 or the market value of 500 shares, whichever is greater.

7  The October 1987 Market Break-A Report by the Division of Market Regulation, U.S. Securities and
Exchange Commission” ("Market Break Report").

8  See Market Break Report, Chapter 4. at 4-48 to 4-68.
9  Since March 1988, the New York Stock Exchange ("NYSE") has increased its monitoring of the financial

conditions of its specialists by requiring each specialist unit to submit on a daily basis information on
that unit's capital and securities positions. The information is required to be filed with the NYSE by 9.00
a.m. Eastern time on the day following trade date. From the information s the NYSE generates several
different daily reports which are designed to aid its staff in the financial surveillance of its specialists.

10  The Commission approved amendments to NYSE Rule 104.20 (Release No. 34-25677. 53 Fed. Reg.
17,296.40 SEC Docket 18 (1988)) and Amex Rule 171 (Release No. 34-25803. 53 FR 25,225, 41
SEC Docket 5 (1900)) which increased the minimum amount of capital their specialist are required to
maintain.

11  The Commission emphasizes that, notwithstanding this proposal, specific exchange capital requirements
on specialists are important. Indeed, the Commission understands that the NYSE is developing a
proposal which would vary its specialist capital requirements based on the trading characteristics of the
particular specialist's specialty securities. We support this initiative and urge the NYSE to finalize its
proposal as soon as practicable.

12  During the market break, specialists at the NYSE increased their aggregate securities positions to at
least twice that of their normal size with some individual specialist units increasing the size of their
positions to four times that of their normal size. This increase in the size of positions resulted in the loss
of approximately one-half of the buying power usually available to the specialists.

13  The one day period specialist will be allowed in order to meet their haircut deductions will also apply to
any undue concentration deduction. This one day period and the provision now in the net capital rule
which grants a specialist's designated examining authority the discretionary authority to decrease any
undue concentration deduction related to a specialist's specialty security should balance the specialists'
obligation to the market and their requirement under the net capital rule to maintain sufficient liquidity.

14  E.g., paragraph (e) of the net capital rule prohibits a stockholder or partner from withdrawing equity
capital of the broker-dealer if the withdrawal would cause its aggregate, indebtedness to net capital ratio
to exceed 1000% or its net capital to be less than 120% of the minimum dollar amount required or its net
capital to be less than 3% of its aggregate debit items.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

68

http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 89-2

Click to open document in a browser

January 16, 1989

  

Market Surveillance

 TO: Members and Member organizations

FROM: Market Surveillance

SUBJECT: Confirmation of G.T.C. Orders

Confirmation of G.T.C. orders in stocks has been scheduled to take place on Saturday, January 28, 1989.
G.T.C. orders, including single slip G.T.C. orders entered on January 26 and 27, 1989, must be confirmed
or renewed with specialists on January 28 in order to retain their status on the specialists' books. All orders
which are not confirmed or renewed will expire. The renewed orders should be dated January 30, 1989.

Please note that it is now mandatory that all firms, who confirm G.T.C. orders on the Floor, must utilize the
Exchange's automated system offered by the Securities Industry Automation Corporation (SIAC).

Specialists must be represented on the trading Floor unless specifically excused by a Floor Governor, and
specialists must take steps to insure sufficient clerical support staff to assist in the confirmation process. All
members and member organizations having G.T.C. orders on specialists' books must also be represented
on the trading Floor on Saturday, unless specifically excused by a Floor Governor and such members and
member organizations must take steps to insure that their offices are sufficiently staffed.

The facilities of the Exchange will be open to members and their employees on Saturday, January 28, 1989
from 8:00 a.m. until 5:00 p.m. Members are reminded that the usual restrictions regarding visitors on the
Exchange Floor will apply on Saturday, January 28, 1989.

In view of the fact that certain stocks will sell ex-dividend on January 30, 1989, the first trade date in the next
period, the attention of all members is called to the fact that under the rules, all G.T.C. orders to buy and
all G.T.C. stop orders to sell such stocks, which are confirmed or renewed with the specialists on January
28, 1989 will be reduced by the specialists unless otherwise directed. Therefore, all commission firms are
directed to send their confirmations with the original price of the order.

In addition, if paragraph .22 of Rule 118 applies, such orders will also be increased in shares by the
specialists, unless instructed to the contrary. All orders to buy and stop orders to sell such stocks which are
entered with the specialists on January 30, 1989 will be presumed by the specialists' to have been reduced in
price and increased in shares by the members entering the orders.

Questions regarding this matter should be directed to Mr. Michael Seeley (212) 656-6531 or Mr. William
Iommi (212) 656-6829.

Robert J. McSweeney

Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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January 16, 1989

  

Market Surveillance

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Procedures for Handling Market-At-The-Close Orders on January 20, 1989 (“Expiration Friday”)

The monthly procedures for market-on-close (“MOC”) orders will be used by the Exchange on expiration
Friday. Applicable MOC orders will include those relating to a strategy involving any stock index futures, stock
index options, or options on stock index futures, in the Pilot stocks. These procedures have been approved as
a rule by the SEC for a one year period extending through October 1989.

Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders on so-called “expiration
Fridays” (the Fridays preceding the expiration or settlement of options or futures contracts based on a stock
index). The procedures, which may be used only on expiration Fridays, are intended to provide an orderly
means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using MOC orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

Pilot Stocks

For the purpose of facilitating the publication of any significant order imbalance in one of the pilot stocks (see
attached list), you must enter all MOC orders, in positions relating to a strategy involving any stock index
futures, stock index options, or options on stock index futures, by 3:30 p.m. eastern time. It should be noted
that, pursuant to Rule 13, an order for execution at the close may only be entered for execution at-the-market;
“limit-at-the-close” orders are not permitted.

As soon as possible after 3:30 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:30 p.m. in those pilot stocks. While MOC orders previously entered
may be cancelled or reduced in size, once such publication has been made, any MOC orders subsequently
entered will be accepted only to trade on the opposite side of the market in relation to such published
imbalance. The liquidation of positions relating to a strategy involving any stock index futures, stock index
options, or options on stock index futures using MOC orders entered after 3:30 p.m. is not permitted, even if
such orders might offset net reported imbalances. In the event that no imbalance message is disseminated in
a particular stock, no MOC orders will be accepted after 3:30 p.m. in that issue.

Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:30 p.m. may not reflect the imbalance that exists at the close.

These procedures relate only to the pilot stocks. Regular procedures will apply to all other listed securities.
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Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.”

Where the aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they
may be “stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to
the close of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as
“stopped stock.”

“G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-off
“at-the-close” orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing
price that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-
market theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms
of a “plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if
the order was a market order to sell “long” or a market order to buy.

Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Rules 9a-2, 10a-1, 10b-5, as well
as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Michael Seeley at (212) 656-6531 or Mr.
David Leibowitz at (212) 656-4588.

Robert J. McSweeney

Vice President

                                                         

Attachments
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Expiration Friday Pilot Stocks - January 20, 1989

            ABT                    ABBOTT LABORATORIES

            AXP                    AMERICAN EXPRESS COMPANY

            AHP                    AMERICAN HOME PRODUCTS CORPORATION

            AIG                    AMERICAN INTERNATIONAL GROUP INC.

            T                      AMERICAN TELEPHONE AND TELEGRAPH

            AIT                    AMERITECH

            AN                     AMOCO CORPORATION

            BUD                    ANHEUSER BUSCH COMPANIES INC.

            ARC                    ATLANTIC RICHFIELD COMPANY

            BEL                    BELL ATLANTIC CORPORATION

            BLS                    BELL SOUTH CORPORATION

            BA                     BOEING COMPANY

            BMY                    BRISTOL MYERS COMPANY

            CHV                    CHEVRON CORPORATION

            CCI                    CITICORP
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            KO                     COCA COLA COMPANY

            DEC                    DIGITAL EQUIPMENT CORP.

            DOW                    DOW CHEMICAL COMPANY

            DD                     DU PONT COMPANY

            DNB                    DUN AND BRADSTREET CORPORATION

            EK                     EASTMAN KODAK COMPANY

            LLY                    ELI LILLY AND COMPANY

            XON                    EXXON CORPORATION

            F                      FORD MOTOR COMPANY

            GE                     GENERAL ELECTRIC COMPANY

            GM                     GENERAL MOTORS CORPORATION

            GTE                    GTE CORPORATION

            HWP                    HEWLETT PACKARD COMPANY

            IBM                    INTERNATIONAL BUSINESS MACHINES CORP.

            IP                     INTERNATIONAL PAPER COMPANY

            JNJ                    JOHNSON AND JOHNSON
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            MCD                    MCDONALDS CORPORATION

            MRK                    MERCK AND COMPANY INC.

            MMM                    MINNESOTA MINING AND MANUFACTURING

            MOB                    MOBIL CORPORATION

            NYN                    NYNEX CORPORATION

            PAC                    PACIFIC TELESIS GROUP

            PEP                    PEPSICO INC.

            PFE                    PFIZER INC.

            MO                     PHILIP MORRIS COS. INC. HOLDING CO.

            PG                     PROCTER AND GAMBLE COMPANY

            RJR                    RJR NABISCO INC.

            RD                     ROYAL DUTCH PETROLEUM COMPANY

            S                      SEARS ROEBUCK AND COMPANY

            SBC                    SOUTHWESTERN BELL CORPORATION

            TX                     TEXACO INC.

            UN                     UNILEVER N.V. ADRS
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            USW                    U.S. WEST INC.

            X                      USX CORPORATION

            WMT                    WAL MART STORES INC.

            DIS                    WALT DISNEY COMPANY

                                   WASTE MANAGEMENT INC.

            WMX

This list consists of the 50 highest weighted S&P 500 stocks, based on market values as of January 4, 1989,
and the 20 Major Market Index stocks.

MEMORANDUM

Date: January 12, 1989

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Market on Close (MOC) Orders

MOC Orders

Q. When can a specialist print “paired off” market on close orders as “stopped stock”?

A. The special “stopped stock” procedure for Market on Close orders is used only 12 times a year on
“expiration days”, usually the 3rd Friday of each month.

Q. On expiration days, how do you determine the price at which to print the “stopped stock”?

A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

Q. How do you determine the price at which MOC orders are executed on non-expiration days?

A. Again, the general rule of thumb is imbalance creates price change while a perfect pair-off creates no
change in price.

Non-Expiration Day

Examples:

Mkt. 24 - 1/8 20,000×30,000

Last Sale 24 1/8-a zero minus tick

Example A: Sell 20,000 MOC; Buy 25,000 MOC
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Imbalance Rules - 20,000 sells at 24 then 25,000 trades at 24 1/8 - Last 24 1/8+

Example B: Sell 20,000 MOC; Buy 15,000 MOC

Imbalance Rules Again - 15,000 trades 24 1/8 then 20,000 sells at 24 - Last 24 -

Example C: Sell 10,000 MOC; Buy 10,000 MOC

No Imbalance of supply and demand so market should return to price prior to market on close.

So: 10,000 sells at 24 the 10,000 trades at 24 1/8 - Last 24 1/8+

•In all 1/8 point examples it is assumed there is a Public Bid and Public Offer. If it is the Specialist Bid or Offer,
he must yield to the pairoff, since he is Agent for those orders.

Q. What if the quotation spread is 1/4 or more?

A. Ideally, the specialist should offset the imbalance and cross the entire amount inside the existing quote.
Where market conditions or rules do not facilitate such an offset, the “paired-off” portion could be crossed 1/8
point away from the indicated closing price with the imbalance setting the closing sale.

Non-expiration Day

Examples:

Mkt. 24 - 1/4 100,000×100,000

Last 24 1/4 - a minus tick

Example A: Sell 20,000 MOC Buy 25,000 MOC (Assume specialist short)

Imbalance sets close - 20,000 sells at 24 1/8 then 5,000 trades at 24 1/4, last 24 1/4+

Example B: Sell 100,000 MOC Buy 55,000 MOC if specialist does not “cross” the entire amount at 24 1/8

Imbalance sets close - 55,000 sells at 24 1/8 then 45,000 trades at 24; last 24 -

Example C: Sell 20,000 MOC Buy 20,000 MOC

No imbalance 20,000 sells at 24 1/8; last 24 1/8 -

Q. How will the specialist determine which orders receive which prices?

A. While all MOC orders become effective simultaneously, it would be consistent with NYSE policy to allocate
the most advantageous prices to the orders received earliest.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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January 3, 1989

  

Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, INTERNAL AUDIT/COMPLIANCE
DEPARTMENTS, LEGAL DEPARTMENTS

SUBJECT: SECURITIES AND EXCHANGE COMMISSION NOTICE TO INVESTORS CONCERNING
PENNY STOCK FRAUD

The Securities and Exchange Commission recently issued an informational notice for investors entitled
“Beware of Penny Stock Fraud”. As a result of receiving numerous complaints from investors who have lost
money investing in penny stocks, the Commission issued this notice to provide investors with some basic
information about penny stocks and to inform them of the warning signs of penny stock fraud. Attached is a
copy of the notice.

Accordingly, members and member organizations should take appropriate steps to provide basic information
about penny stocks to their customers and to make their customers aware of the potential problems involved
in the purchase of such stocks.

Edward A. Kwalwasser

Senior Vice President

Attachment

BEWARE OF PENNY STOCK FRAUD!

The Securities and Exchange Commission has received many complaints from investors who have lost
money by purchasing penny stocks. This brochure is designed to acquaint investors with some of the warning
signs of penny stock fraud. For some, penny stocks can be a legitimate investment opportunity. The key is to
be alert. Learn the warning signs of penny stock fraud, and investigate before you invest.

THREE WARNING SIGNS OF PENNY STOCK FRAUD

1. UNSOLICITED TELEPHONE CALLS. Beware of a salesperson who promises you quick profits with little or
no risk. Remember, if an investment opportunity sounds too good to be true, it probably is.

2. HIGH PRESSURE SALES TACTICS. These tactics include statements by a salesperson such as:

- the salesperson has “inside” information on a stock and that you should purchase now, before the
information becomes public;

- you have a unique opportunity, available only for a short period of time, to buy a stock at a special or below
market price;

- there have been a series of increases in the price of a stock and you should purchase immediately before
the stock rises even further; or

- you may buy a particular stock only if you agree also to buy stock of another company.
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3. INABILITY TO SELL YOUR STOCK AND RECEIVE CASH. Fraudulent penny stock brokers usually will
strongly resist your desire to sell your stocks for cash. You may be unable to reach your salesperson when
you want to sell, or your salesperson may refuse to sell your stock unless you buy another stock.

SOME BASIC INFORMATION ABOUT PENNY STOCKS

What are penny stocks? How are they different from other stocks?

Penny stocks are low priced (usually trading under $3 per share, initially) and, with few exceptions, are not
traded on an exchange or quoted on the National Association of Securities Dealers Automated Quotation
(NASDAQ) system. Most penny stocks are sold legitimately, but some are sold fraudulently.

How are penny stocks traded and quoted?

Penny stocks are traded in the over-the-counter market. With exchange listed or NASDAQ quoted stocks,
volume and price information is collected electronically and made available to the public so investors can
determine recent volume and price movement. With penny stocks, price and volume information is not usually
collected automatically and made available to the public. Brokerage firms trading a penny stock can usually
provide information only about trades they make.

Then how can I obtain information about current penny stock prices?

It can be difficult or impossible. One private company prints a daily list of firms trading particular over-the-
counter stocks, including penny stocks. This list, known as the “pink sheets,” includes prices of some penny
stocks. Most brokers subscribe to the pink sheets. Some newspapers also publish penny stock prices.
However, for many penny stocks, no prices are published. And published prices are not necessarily the price
for which you can sell your stock.

INVESTIGATE BEFORE YOU INVEST

No stock goes up all the time. Penny stock investments can be highly speculative. Be sure you understand
the risk of loss, including the loss of your entire investment. While there are risks with any investment, the
following risks are particularly great with penny stocks:

RISK OF MARKET DOMINATION AND PRICE MANIPULATION. Many penny stocks are traded by a single
brokerage firm, or just a few firms. When a stock is traded by a single broker, or a single broker controls most
of the market, that broker has a monopoly, and could take unfair advantage of you by manipulating market
prices.

RISK OF BEING OVER-CHARGED. Brokerage firms that sell penny stocks generally earn their profits
on these sales by charging you a mark-up above the price the firm is paying for the stock. The National
Association of Securities Dealers (NASD) generally sets limits on mark-ups. Undisclosed, excessive mark-
ups are illegal. Some firms sell penny stocks with undisclosed mark-ups of 1 00 percent or more. Because
of the limited number of firms trading any one penny stock and the limited availability of current price
information, the opportunity for unscrupulous brokerage firms to overcharge you is a particular problem.

LACK OF STOCK PRICE INFORMATION. Frequently, it will be difficult or impossible for you to use sources
other than your broker to monitor your broker's recommendations or changes in the value of your investment.

LACK OF INFORMATION ABOUT YOUR INVESTMENT. Companies with stock traded on an exchange or
quoted on NASDAQ are required to make quarterly and annual reports publicly available. Some penny stock
companies distribute quarterly and annual reports, but many do not.

Before you decide to buy a penny stock, consider these important steps

CHECK OUT YOUR ALTERNATIVES. If your broker's firm is the only one actively trading the stock, you will
be dependent on that firm, even if you become unhappy with the firm's or your broker's performance.
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KEEP RECORDS. Ask your broker to send you written copies of any predictions about the price of the stock
or the prospects for the company. Keep notes of what the broker tells you.

OBTAIN INFORMATION. Ask your broker for written information about the company. If the broker will not
provide information, or tells you there is no time to read it, you should be wary of investing.

CHECK OUT YOUR BROKER. Inquire about your broker's experience and background, and about the
background of his or her firm. Ask your broker to confirm this information in writing. In addition, contact
your state's Division of Securities Regulation or the local office of the NASD to determine if the firm and
salesperson are licensed to do business in your state.

ASK ABOUT PRICE. Ask your broker to tell you the difference between the price you are paying for the
stock and the price at which the broker's firm is currently buying the stock back from other customers. A large
difference suggests that you may be at a serious disadvantage when you try to sell your stock.

IF YOU ARE THE VICTIM OF IMPROPER ACTIVITIES

Confirm any current instructions to your broker by a certified letter or mailgram.

Document your complaint and bring it to the attention of the branch manager, compliance officer, and
president of the brokerage firm.

If you can not resolve your complaint or if you suspect fraud, contact an attorney, your local SEC regional
office, or your state's Division of Securities Regulation. You may also write the NASD Surveillance
Department, 1735 K Street N.W., Washington, D.C. 20006 or to the Securities and Exchange Commission,
Office of Consumer Affairs and information Services, Mail Stop 2-6, Washington, D.C. 20549.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Member Firm Regulation

PLEASE ROUTE TO COMPLIANCE AND LEGAL DEPARTMENTS

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, OPERATIONS OFFICER, INTERNAL
AUDIT/COMPLIANCE DEPARTMENTS, LEGAL DEPARTMENTS

SUBJECT: NEW REGULATORY INITIATIVES, ADOPTION OF RULES

On May 27, 1988, the Securities and Exchange Commission approved revisions to Exchange Rules 342,
351, 476 and 476A. The changes codify, clarify and give specificity to supervisory and compliance obligations
of members and member organizations. In view of the problems that have come to light, particularly those
involving proprietary and employee trading, and an increasing concern with sales practice supervision, the
Exchange believes that it is essential to take initiatives to address those problems. These rule changes reflect
those initiatives and will significantly strengthen the industry's current self-regulatory efforts.

In general, the amended rules provide for the review, investigation and reporting by members and member
organizations of employee and proprietary trading, the preparation of annual reports on a member
organization's supervision and compliance efforts, timely responses to requests for information by the
Exchange, a Compliance Official Qualification Examination and the preparation and submission to the
Exchange of statistical information regarding customer complaints. The text of the amendments is annexed
hereto as Exhibit A. The major areas of change are discussed below.

Proprietary and Employee Trading Review, Investigation and Reporting (Rules 342.21, 342.22 and 351(e))

Rule 342.21(a) requires members and member organizations to subject to review procedures trades in

NYSE listed securities and related financial instruments 1   (wherever executed) effected for the accounts of
members, allied members or employees (herein called “employees”) of the member or member organization
and their family members. Such review procedures must be reasonably designed to identify trades that may
violate the prohibitions on insider trading and manipulative and deceptive devices contained in the Securities
Exchange Act of 1934 (the “1934 Act”), in rules under the 1934 Act or in Exchange rules. For purposes of
this rule, “family member” accounts include accounts of husbands, wives, children, sons-in-law, daughters-

in-law and any household relative of employees 2  , where such accounts are introduced or carried by an
employee's member or member organization.

If it appears that any trade may have violated those laws or rules, Rule 342.21(b) requires the member or
member organization to promptly investigate to determine whether the trade did violate those laws and rules.

Rule 351(e) requires members and member organizations through a senior officer or partner, to take one of
two actions with respect to reporting to the Exchange the trades that are subject to the review procedures
required by Rule 342.21(a) (“covered trades”):

•State in writing, in the prescribed format 3   and on a quarterly basis, that they have established and carried
out procedures for reviewing covered trades, and

•If a covered trade is subject to an investigation, make written status reports.
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The format for the quarterly statement specifies that procedures have been established for reviewing the
facts and circumstances surrounding the covered trades and that the procedures have been carried out.
The member, officer or partner also states that, except as to covered trades reported to the Exchange under
Rule 351(e)(ii) as being the subject of an investigation, there is no reasonable cause to believe that any of
the proprietary trades effected during the quarter, or any of the member, allied member, employee or family
member trades effected during the quarter and reviewed, violated the statutory and rule provisions prohibiting
insider trading and manipulative and deceptive devices.

It should be noted that this rule does not mandate the examination of every employee or proprietary trade.
Rather, in reviewing trading as required by Rule 342.21, members and member organizations may review
each trade or use sampling techniques which are reasonably designed to carry out the rule's purposes,
namely discovery of anomalous trading in proprietary accounts or by employees.

If a member or member organization's procedures include a sampling of employee/family member trades,
the certification under Rule 351(e) is limited to the sample. In other words, the statement that there is no
reasonable cause to believe that a violation has occurred, as it applies to employee/family member trades,
covers only those trades actually reviewed. However, it should be noted that under any method of review, for
each calendar year, all trades in each employee/family member account covered by Rule 342.21 made during
one of the year's quarters must be reviewed.

For proprietary trades, the statement covers all proprietary trades that took place during the quarterly
reporting period and that are not the subject of investigation, even when a sampling technique is employed
for the review. Thus, if a member organization utilizes a sampling technique for review of proprietary trades,
and uncovers one or more questionable trades, the member organization would be unable to make the “no
reasonable cause” statement as to the balance of the proprietary trades for the quarter without reviewing
them. An exception to this would be where the questionable trades could be isolated to a discrete area, e.g.
the block trading desk. In that case a member or member organization may only need to review all trades
within that discrete area.

In addition, the Exchange will initially permit members and member organizations to exclude from review
proprietary trades of 1,000 shares or less or involving 10 or less equity option contracts so long as their
procedures adequately address the possibility that traders are splitting trades into smaller lots to avoid review.

As noted above, the statement required by Rule 351(e) is to be made on a quarterly basis. It must be
delivered to the Exchange by the 15th day of the month following the quarter in which the trades occurred.

If a trade is subject to an internal investigation pursuant to Rule 342.21(b) and has not been resolved and
included in the prescribed written statement made under Rule 351(e)(i), a separate report in writing must
be made to the Exchange by the 15th day of the month following the calendar quarter in which the trade
occurred. The report must provide details regarding the commencement of the internal investigation, the
identity of the trade and the reason it could not be included in the written statement. Subsequent quarterly
reports, due by the 15th day of the month following the end of a quarter, must describe the progress of
each open investigation. Within one week of the completion of each investigation, a written report must
be submitted detailing the results of the completed investigation, its methodology (including any internal
disciplinary action taken), and any referral of the matter. In the case of any investigation which resulted in no
internal disciplinary action or referral, the “no reasonable cause” statement must be included as well.

Although members, member organizations and their employees are currently required to comply with the
federal securities laws and Exchange rules which address insider trading and manipulative and deceptive
practices, reports required by Rule 351(e) first apply to trades executed during the fourth calendar quarter
of this year and are thus to be filed by January 15, 1989. This lead-in period is being given in view of the
administrative changes that may be required to complete and file reports pursuant to Rule 351(e). Review of
employee trades in the fourth quarter of 1988 may cover only that quarter and need not encompass a review
for all of calendar year 1988. In other words, the fourth quarter employee trade review would be treated as
any other quarterly review. Additionally, a member or member organization may use the fourth quarter review
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as the first review for the next 12 month period and would thus complete the cycle for review of trading in all
employee accounts in the third quarter of 1989.

The required reports should be submitted to:

New York Stock Exchange, Inc.

Data Control Section

20 Broad Street

22nd Floor

New York, New York 10005

Annual Compliance Report (Rule 342,30)

Rule 342.30 requires the annual preparation of an internal report covering each member's and each
member organization's supervision and compliance efforts during the preceding year. The report must be in
writing and submitted by April 1 to the firm's chief executive officer or managing partner and must include a
tabulation of statistics and reports pertaining to customer complaints and internal investigations (as required

by Rules 351(d) 4   and (e)(ii)); identification and analysis of significant compliance problems and plans for
future systems and procedures to prevent and detect violations and problems; and an assessment of the
preceding year's supervisory and compliance efforts in specified areas. The areas specified in the rule are:
antifraud and trading practices; investment banking activities; sales practices; books and records; finance and
operations; and supervision.

This rule first covers calendar year 1988 (i.e., the first report is due April 1, 1989).

Compliance with Information Requests (Rules 342,20, 476 and 476A)

New Rule 342.20 makes it clear that, when the Exchange requests information from a member or member
organization regarding trades effected by the member or member organization, such information shall be
submitted by the date required by the Exchange. Under the rule, the Exchange intends to set reasonable
deadlines for information requested of members or member organizations. Amended Rule 476(a)(11) and
the amendment to Rule 476A (Imposition of Fines for Minor Violations of Rules) permit the Exchange to take
appropriate disciplinary action, including levying fines under Rule 476A, for failing to comply timely with any

request for information, including those made pursuant to Rule 342.20. 5 

Compliance Official Examination (Rule 342,13(b))

New Rule 342.13(b) sets forth certain examination requirements for individuals acting as compliance officials.

Included within the category of compliance officials are all active members not associated with a member
organization and individuals at member organizations designated to direct a firm's day-to-day compliance
activity or who directly supervise 10 or more persons who carry out that activity. In addition, the General
Securities Sales Supervisor Qualification Examination, the Series 8, is required of such compliance officials
and members (where the member or member organization conducts business with the public).

The Compliance Official Qualification examination is currently being developed in conjunction with industry
committees and it is anticipated that administration will commence by year end 1988. Information regarding
the effective date of the examination requirement, examination content, waivers, study materials and
registration requirements will be disseminated well in advance of implementation.

Customer Complaints (Rule 351(d))

New Rule 351(d) requires members and member organizations to report to the Exchange statistical
information regarding customer complaints. Over the last several months, the Exchange has worked with
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a group of member organizations on establishing the type of and format for information to be reported. As
a result of this group's efforts, information relative to complaints is being categorized into “Problem” and
“Product” codes to make compilation and reporting easier. The format for reporting customer complaint
statistical information is still being developed by the Exchange and the working group. Once the format
is agreed upon, it, along with information regarding the requirements for frequency of reporting, will be
communicated to all affected parties. Until then, these reporting requirements do not apply.

* * * * *

Questions concerning the regulatory initiatives discussed in this memorandum may be directed to Donald
Siemer, Director of Rule & Interpretive Standards, (212)656-6940 or Patricia Pallingayan, Senior Special
Counsel, (212)656-2744.

Edward A. Kwalwasser

Senior Vice President

Member Firm Regulation

Exhibit A

Offices - Approval, Supervision and Con

Rule 342. (a) - (e) [No change.]

… Supplementary Material:

.10 - .12 [No change.]

.13 Acceptability of supervisors and compliance officers.

(a) Generally. - Any member, allied member or employee who is a candidate for acceptability under (d) above
should have a creditable record as a registered representative or equivalent experience, and is expected to
pass either the Allied Member Examination or the Branch Office Manager Examination to qualify under (d)
(1) or (2), or an examination acceptable to the Exchange which demonstrates competency to supervise a
specific sales department or activity to qualify under (d)(3). The examination requirement may be waived at
the discretion of the Exchange. Special examinations may be arranged for persons whose principal work is in
unusual fields.

(b) Compliance officials. - Each member not associated with a member organization and, in the case of a
member organization, the person (or persons) designated to direct day-to-day compliance activity (such
as the Compliance Officer, Partner or Director) and each other person at the member organization directly
supervising ten or more persons engaged in compliance activity should have overall knowledge of the
securities laws and Exchange rules and must pass the Compliance Official Qualification Examination and, if
the member or member organization does business with the public, the General Securities Sales Supervisor
Qualification Examination (Series 8). Where good cause is shown, the Exchange, at its discretion, may waive
all or a portion of the examination requirements. The Exchange may give consideration to the scope of the
member or member organization's activity, to previous related employment, and to examination requirements
of other self-regulatory organizations. In such cases, the Exchange must be satisfied that the person is
qualified for the position.

.14 - .17 [No change.]

.20 Information requests. - In connection with its investigation of anomalous trading activity and for other
purposes, the Exchange from time to time requests from members and member organizations detailed
information regarding trades effected by the member or member organization in specified NYSE listed
securities and related financial instruments during a specified period. Each member not associated with
a member organization and each member organization shall comply with each such request by the date
required by the Exchange.
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.21 Trade review and investigation. - In order to help assure its compliance with the provisions of the
Securities Exchange Act of 1934, the rules under that act and the rules of the Exchange prohibiting insider
trading and manipulative and deceptive devices, each member not associated with a member organization
and each member organization, in addition to carrying out such other supervisory procedures as may be
necessary to discharge its supervisory responsibilities as to compliance with Federal securities laws and rules
and Exchange rules generally, shall:

(a) Subject trades in NYSE listed securities and in related financial instruments which are effected for
the account of the member or member organization or for the accounts of members, allied members or
employees of the member or member organization and their family members (including trades reported by
other members or member organizations pursuant to Rules 406 and 407) to review procedures that the
member or member organization determines to be reasonably designed to identify trades that may violate
the provisions of the Securities Exchange Act of 1934, the rules under that act or the rules of the Exchange
prohibiting insider trading and manipulative and deceptive devices, and

(b) Conduct promptly an internal investigation into any trade that appears that it may have violated those laws
and rules to determine whether it did violate those laws and rules.

The Exchange, at its discretion, may exclude from these review and investigation requirements particular
classes of persons, trades, securities and related financial instruments.

.22 Definition of related financial instrument. - For the purpose of Paragraphs .20 and .21, “related financial
instrument” means:

(a) Any stock underlying an NYSE listed stock option or included in an index stock group underlying an NYSE
listed index stock group option,

(b) Any stock option on an NYSE listed stock,

(c) Any index stock (bond) group option on a stock (bond) group that includes an NYSE listed stock(bond),

(d) Any futures contract on a stock (bond) group that includes an NYSE listed stock (bond), and

(e) Any option on any such futures contract.

.30 Annual report. - By April 1 of each year, each member not associated with a member organization and
each member organization shall prepare, and each member organization shall submit to its chief executive
officer or managing partner, a report on the member or member organization's supervision and compliance
effort during the preceding year. The report shall include:

(a) A tabulation of the reports pertaining to customer complaints and internal investigations made to the
Exchange during the preceding year pursuant to Rules 351(d) and (e)(ii),

(b) Identification and analysis of significant compliance problems, plans for future systems or procedures to
prevent and detect violations and problems, and an assessment of the preceding year's efforts of this nature,
and

(c) Discussion of the preceding year's compliance efforts, new procedures, educational programs, etc. in each
of the following areas:

(i) Antifraud and trading practices,

(ii) Investment banking activities,

(iii) Sales practices,

(iv) Books and records,

(v) Finance and operations, And

(vi) Supervision.

If any of these areas do not apply to the member or member organization, the report should so state.
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Rule 351. Reporting Requirements

(a) [No change.]

(b) [No change.]

(c) [No change.]

(d) At such intervals and in such detail as the Exchange shall specify, each member not associated with
a member organization and each member organization shall report to the Exchange statistical information
regarding customer complaints relating to such matters as may be specified by the Exchange. For the
purpose of this paragraph (d), “customer” includes any person other than a broker or dealer.

(e) Each member not associated with a member organization and a senior officer or partner of each member
organization shall take one or both of the following two actions in relation to the trades that are subject to the
review procedures required by Rule 342.21(a):

(i) Sign a written statement in the form specified below and deliver it to the Exchange by the 15th day of the
month following the calendar quarter in which the trades occurred, and

(ii) As to any such trade that is the subject of an internal investigation pursuant to Rule 342.21(b), but has not
been both resolved and included in the written statement made pursuant to subparagraph (i) above, report in
writing to the Exchange:

(A) The commencement of the internal investigation, the identity of the trade and the reason why the trade
could not be the subject of a written statement made pursuant to subparagraph (i) above (report by the 15th
day of the month following the calendar quarter in which the trade occurred).

(B) The quarterly progress of each open investigation (report by the 15th day of the month following the
quarter).

(C) The completion of the investigation, detailing the methodology and results of the investigation, any
internal disciplinary action taken, and any referral of the matter to the Exchange,another self-regulatory
organization, the Securities and Exchange Commission or another Federal agency; and including,where no
internal disciplinary action has been taken and no such referral has been made, a written statement in relation
to the trade in the form specified below (report within one week after completion of the investigation).

The statement that subparagraph (i) requires shall read substantially as follows:

(1) [I/NAME OF MEMBER ORGANIZATION] [have/has] established procedures for reviewing the facts and
circumstances surrounding trades in NYSE listed securities and related financial instruments for [my/the]
account [of NAME OF MEMBER ORGANIZATION] (“Proprietary Trades”)and for the accounts of [my/its]
[members,allied members and] employees and their family members, including trades reported by other
members or member organizations pursuant to Rules 406 and 407, (“Employee Trades”), which procedures
[I/NAME OF MEMBER ORGANIZATION][have/has] determined to be reasonably designed to identify trades
that may violate the provisions of the Securities Exchange Act of 1934, the rules under that act or the rules of
the Exchange prohibiting insider trading and manipulative and deceptive devices,

(2) I, my designees or the senior supervisors responsible for particular activities have carried out those
procedures in relation to Proprietary Trades and Employee Trades effected during the [ORDINAL, NUMBER]
quarter of [YEAR], and

(3) Based upon my assessment of the adequacy of those procedures and of the diligence of those carrying
out those procedures, and except as to Proprietary Trades and Employee Trades that I have reported to the
Exchange pursuant to Rule 351(e)(ii) as the subject of internal investigation, I have no reasonable cause to
believe that:

(a) any one or more of the Proprietary Trades effected during the period referred to in clause (2) above, or
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(b) any one or more of the Employee Trades both effected during that period and reviewed under those
procedures

violated the provisions of the Securities Exchange Act of 1934, the rules under that actor the rules of the
Exchange prohibiting insider trading and manipulative and deceptive devices.

When a statement pertains to one or more trades that have been the subject of an internal investigation
pursuant to Rule 342.21(b) but as to which no internal disciplinary action has been taken and no referral of
the matter to the Exchange, to another self-regulatory organization or to a Federal agency has been made,
the statement that subparagraph (ii)(C) requires shall be as above, except that it shall refer to the particular
trade(s) (rather than to the trades of a particular calendar quarter) and shall omit the clause excepting trades
reported as the subject of an investigation. For the purpose of this paragraph (e), a it senior officer or partner”
means (i) the chief executive officer or managing partner or (ii) either (A) any other officer or partner who is
a member of the member organization's executive or management committee or its equivalent committee
or group or (B) if the member organization has no such committee or group, any officer or partner having
senior executive or management responsibility who reports directly to the chief executive officer or managing
partner. If, in the case of a member organization, its chief executive officer or managing partner does not sign
the statement, a copy of the statement shall be provided to the chief executive officer or managing partner.

… Supplementary Material:

.10 Any report required pursuant to paragraphs (a), (b) or (d) of this Rule 351 shall be submitted to the
Exchange on a form or forms prescribed by the Exchange.

Rule 476. Disciplinary Proceedings Involving Charges Against Members, Member Organizations, Allied Members,
Approved Persons, or Employees

(a) [No change.]

(1) - (10) [No change.]

(11) refusing or failing to comply with a request of the Exchange to submit his or its books and records
(including those books and records with respect to which such member, member organization, allied member,
approved person, or registered or non-registered employee has access and control) to the Exchange or any
other self-regulatory organization, as defined in Section 3(a)(26) of the Securities Exchange Act of 1934, or to
furnish information to or to appear or testify before the Exchange or such other self-regulatory organization, or
failing to take any of the foregoing actions on the date or within the time period that the Exchange requires; or

[No change to end.]

List of Exchange Rule Violations and Fines Applicable Thereto Pursuant to Rule 476A

• Rule 15(c) requirement to issue ITS pre-opening notifications

• Rule 15A requirement to comply with ITS block-trade policy

• Rule 79A.30 requirement to obtain Floor official approval for trades at wide variations from last sale

• Rule 123A.40 requirement to obtain Floor Official approval for election of stop orders

• Rule 104.12 Specialist investment account rule violations

• Rule 112(d) Competitive Trader stabilization requirement violations

•Record retention rule violations (Rules 117, 121, 123, 123A.20, 345.11, 410, 432(a) and 440)

•Reporting rule violations (Rules 97.40, 104A.50, 107.30, 112A.10, 312(a), (b)& (c), 313, 345.13, 346(c), 351,
421, 440F, G& H and 706)

•Violations of Exchange policies regarding procedures to be followed in delayed opening situations

• Rule 134(c) and (e) requirement to comply with specified QT procedures and time periods
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• Rule 440B short sale rule violations

• Rule 107.10 RCMM stabilization requirement violations

•Requirement to participate in the pilot program to test revisions to the Specialist Performance Evaluation
Questionnaire (“SPEQ”) and its associated processes by completing and returning “screening” and ‘SPEQ”
questionnaires within specified time periods

•Failure to collect and/or submit all audit trail data specified in Rule 132

•Failure to transfer a customer securities account in accordance with the requirements of Rule 412 and the
interpretations thereunder

• Rule 762 requirements to file option trade information

•Failure to Obtain Exchange Approval Rule Violations (Rules 312(h) & (i), 342(c), 342.10, 382(a) and 791(c))

• Rule 343 requirements relating to member organization office sharing arrangements

• Rule 387 requirements for customer COD/POD transactions

• Rule 407 requirements for transactions of employees of the Exchange, member organizations or certain
non-member organizations

• Rule 408(a) requirement that written authorization be obtained for discretionary power in a customer's
account

• Rules 451 and 452 requirements relating to transmission of proxy material and authorizing the giving of
proxies

• Rule 726 options disclosure document and prospectus delivery requirement violations

• Rule 781 allocation of exercise assignment notice violations

•Failure to submit books and records or to furnish information on the date or within the time period that the
Exchange requires (Rule 476(a)(11))

Fine Amount                            Individual                              Member
 Organization

First time fined                       $ 500                                   $1,000

\1/Second time fined                   $1,000                                  $2,500

\1/Subsequent fines                    $2,500                                  $5,000

\1/ Within a “rolling” 12-month period

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes
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1  "Related financial instruments" is defined in Rule 342.22, which is included in Exhibit A.
2  Members and member organizations are also reminded of the requirements of Rules 406 and 407

concerning member, allied member and employee accounts carried at other organizations. "Employee
accounts" include any account in which an employee has an interest or has the power, directly or
indirectly, to make investment decisions.

3  The format prescribed for the statement appears in amended Rule 351(e) in attached Exhibit A.
4  See page 6 in this memo concerning the requirements of new Rule 351(d) relating to reports on

customer complaints.
5  A complete list of all rules currently subject to Rule 476A procedures is attached. See Information Memo

Number 85-6 for a detailed discussion of the Rule 476A procedures.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 88-44

Click to open document in a browser

December 30, 1988

  

Market Surveillance

 TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: TIMELY RESPONSES TO REQUESTS FOR TRADING DATA

The New York Stock Exchange (Exchange) and the other securities self-regulatory organizations (SROs)
comprising the Intermarket Surveillance Group, have adopted uniform policies and procedures for ensuring

timely responses by their members to requests for market surveillance information 1 

Exchange Rule 410A requires that members and member organizations submit customer and proprietary
trading (bluesheet) information upon request in the automated format prescribed by the Exchange. This
trading information is the type of information maintained in the normal course of business (e.g., price and
volume for each trade). All SROs will require their members to submit trading information in the automated
format. All members and member organizations are expected to transmit bluesheet information requested
by the Exchange in the automated format by February 8, 1989 unless an extension has been granted by the
Exchange for good cause.

Commencing with Exchange requests dated on or after February 8, 1989, all members and member
organizations must answer requests for bluesheet information within 10 business days of the date of the
request. It is the Exchange's understanding that all SROs will employ the same timeliness standard. To assist
the Exchange's membership to meet this 10-day standard, the Exchange will transmit requests for bluesheet
information by FAX if it is provided with a number where FAX transmissions may be sent.

All SROs have agreed that members and member organizations which fail to provide bluesheet information
within 10 business days in the required format will be subject to disciplinary action. Submissions of data
requested by the Exchange or data received in other than the prescribed format will result in summary
fines under Exchange Rule 476A, or formal disciplinary proceedings under Rule 476, unless an extension
has been granted by Exchange staff prior to the requested return date, based on a showing of reasonable
grounds for not meeting the initial deadline.

Any questions regarding the above matter may be directed to John Kroog, Market Surveillance Division, (212)
656-6532.

Robert J. McSweeney

Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  The members of the ISG are: The American Stock Exchange, the Boston Stock Exchange, the Chicago
Board Options Exchange, the Cincinnati Stock Exchange, the Midwest Stock Exchange, the National
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Association of Securities Dealers, the New York Stock Exchange, the Pacific Stock Exchange and the
Philadelphia Stock Exchange.
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December 20, 1988

  

Market Surveillance

 TO: All Members and Member Organizations

Attention: Chief Executive Officer/Managing Partner, Compliance Officer and Legal Department

SUBJECT: Identification of “Large Traders”

We have received a number of questions concerning the October 12, 1988 Information Memo dealing with
routine reporting of large trader account activity.

The Exchange's own experience following the October 1987 market break was that it took longer than
desirable to reconstruct trading during that period. The Presidential Task Force on Market Mechanisms
(popularly known as the “Brady Task Force”) and the Securities and Exchange Commission reached a similar
conclusion, noting in their respective reports that the reconstruction of participants in the futures markets was
accomplished easily due to their requirement for routine large trader reporting.

The Securities and Exchange Commission has asked Congress for authority to adopt reporting rules for large
transactions in publicly traded securities involving a substantial volume or large fair market value or exercise
value, and has indicated that it would implement any large trader reporting itself only if the self-regulatory
organizations do not adopt large trader reporting requirements.

Though legislation in this regard may be inevitable, we believe that we should explore whether the NYSE
could formulate a reasonable approach to the issue contingent upon adoption by all national securities
markets.

Accordingly, we are asking your help in identifying any concerns or difficulties you may see in pursuing this
initiative, and in structuring a system that will address those concerns or difficulties in the most efficient and
effective manner. We would like to emphasize that large trader information would be kept confidential and
used only for regulatory purposes.

We encourage you to share your views on this subject with us and appreciate any suggestions you can
provide to us. Comments may be addressed to Michael Seeley, Market Surveillance, New York Stock
Exchange, 11 Wall Street, 10 th Floor, New York, New York 10005, (212) 656-6531. Comments should be
sent in by January 31, 1989.

Robert J. McSweeney

Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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December 12, 1988

  

Market Surveillance

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Auxiliary Opening Procedures and Procedures for Handling Market-on-Close Orders on
December 16, 1988 (“Expiration Friday”)

The Exchange will implement auxiliary opening and closing procedures on expiration Friday, December 16,
1988, as listed below:

OPENING PROCEDURES

Several auxiliary procedures are necessary to integrate stock orders relating to expiring contracts into
NYSE's opening procedures in a manner that assures an efficient market opening in each stock as close to
9:30 a.m. as possible. The auxiliary opening procedures applicable on December 16, 1988 are:

Order Entry

Stock orders relating to index contracts whose settlement pricing is based upon the December 16 opening
prices must be received by SuperDot or by the specialist by 9:00 a.m.

- These orders may be cancelled or reduced in size 1 

- Stock orders relating to index contracts whose settlement pricing is not based upon the December 16
opening prices may be entered after 9:00 a.m.

To facilitate early order entry, SuperDot (1) will begin accepting orders at 7:30 a.m. and (2) will accept market
orders of 30,099 shares or less.

“Limit-at-the-opening” (“limit OPG”) orders are permitted, including delivery through Exchange systems. 2   th

expiration, “Limit-at-the-Opening” (“limit OPG”) orders were banned on expiration Fridays.

- Ordinary limit orders may also be entered.

Order Identification

Stock orders relating to opening-price settling contracts must be identified “OPG.”

- Firms entering these orders through SuperDot, but unable to identify orders as “OPG”, may use a unique
branch code or firm identifier (mnemonic) to identify these orders. The NYSE Market Surveillance Division (11
Wall Street, 11 th Floor) must be advised of the branch code or identifier by December 19, 1988.

- Firms unable to identify these orders in either way, and firms not using SuperDot, must submit a list of all
these orders and related details to the NYSE Market Surveillance Division by December 19, 1988.

Dissemination of Order Imbalances
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For any of the pilot stocks (list attached) having a market order imbalance of 50,000 shares or more at
9:00 a.m., the NYSE will disseminate the size of the order imbalance via the low-speed ticker and the news
services as promptly as practicable after 9:00 a.m.

Dissemination of Indications

Except for the auxiliary procedures described above, all stocks, including the pilot stocks, are subject to the
regular NYSE opening procedures, including price indications where a substantial price change is anticipated.
Dissemination of an indication is mandatory for an opening which will result in a price change constituting
the lesser of 10% or three points from the prior NYSE close, or five points if the previous close is $100 or
higher, unless the price change is less than one point. Fifteen minutes must elapse between a first indication
and a stock's opening. However, when more than one indication is necessary, a stock may open (1) five
minutes after the last indication when it overlaps the prior indication (e.g., 51 - 53 overlaps 50 - 52, but does
not overlap 53 - 55) and (2) ten minutes after the last indication when it does not overlap the prior indication,
provided that 15 minutes must have elapsed from the dissemination of the first indication.

PROCEDURES RELATING TO THE CLOSE

The Exchange has determined to implement the quarterly triple expiration Friday procedures for market-on-
close (“MOC”) orders each monthly expiration Friday and expand the scope of applicable MOC orders to
those relating to a strategy involving any stock index futures, stock index options, or options on stock index
futures, in the pilot stocks. These procedures have been filed as a rule with the SEC and were effective
beginning the November 18, 1988 monthly expiration Friday.

Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of MOC orders on so-called “expiration
Fridays” (the Fridays preceding the expiration or settlement of options or futures contracts based on a stock
index). The procedures, which may be used only on expiration Fridays, are intended to provide an orderly
means for handling MOC orders.

Members and member organizations are strongly urged to carefully review their procedures in entering
and using MOC orders. In this regard, if using such orders, you should enter them as early in the day as
feasible. This will provide an opportunity for Floor brokers and/or specialists to better ascertain possible order
imbalances that might exist at the close. Consequently, efforts can be more easily made to contact potential
buying (selling) interests which could offset any such possible imbalance.

Pilot Stocks

For the purpose of facilitating the publication of any significant order imbalance in one of the Pilot Stocks (see
attached list), you must enter all MOC orders, in positions relating to a strategy involving any stock index
futures, stock index options, or options on stock index futures, by 3:30 p.m. eastern time. It should be noted
that, pursuant to Rule 13, an order for execution at the close may only be entered for execution at-the-market;
“limit-at-the-close” orders are not permitted.

As soon as possible after 3:30 p.m., the Exchange will publish on the tape any imbalance of MOC orders of
50,000 shares or more that existed at 3:30 p.m. in those pilot stocks. While MOC orders previously entered
may be cancelled or reduced in size, once such publication has been made, any MOC orders subsequently
entered will be accepted only to trade on the opposite side of the market in relation to such published
imbalance. The liquidation of Positions relating to a strategy involving any stock index futures, stock index
options, or options on stock index futures using MOC orders entered after 3:30 p.m. is not permitted, even if
such orders might offset net reported imbalances. In the event that no imbalance message is disseminated in
a particular stock, no MOC orders will be accepted after 3:30 p.m. in that issue.
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Due to cancellations or reductions and entry of offsetting MOC orders, the imbalance of MOC orders
published as of 3:30 p.m. may not reflect the imbalance that exists at the close.

These procedures relate only to the Pilot stocks. Regular procedures will apply to all other listed securities.

Printing at the Close

Where there is an imbalance in MOC orders, the imbalance may, at the close of trading, be executed against
the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be executed against
the offer. An imbalance of sell orders would be executed against the bid.) The member may then stop the
remaining buy and sell orders against each other and pair them off at the price of the immediately preceding
sale described above. The “pair off” transaction would be printed on the tape as “stopped stock.”

Where the aggregate size of buy MOC orders in a stock equals the aggregate size of sell MOC orders, they
may be “stopped” against each other and paired-off at the price of the last sale on the Exchange just prior to
the close of trading in that stock on that day. The transaction should be reported to the Consolidated Tape as
“stopped stock.”

“G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off MOC orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing price
that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-market
theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms of a
“plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if the
order was a market order to sell “long” or a market order to buy.

Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Rules 9a-2, 10a-1, 10b-5, as well
as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Michael Seeley at (212) 656-6531 or Mr.
David Leibowitz at (212) 656-4588.

Robert J. McSweeney

Vice President

                                                

Attachments
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Expiration Friday Pilot Stocks - December 16, 1988

      ABT               ABBOTT LABORATORIES

      AXP               AMERICAN EXPRESS COMPANY

      AHP               AMERICAN HOME PRODUCTS CORPORATION

      AIG               AMERICAN INTERNATIONAL GROUP INC.

      T                 AMERICAN TELEPHONE AND TELEGRAPH

      AIT               AMERITECH

      AN                AMOCO CORPORATION

      BUD               ANHEUSER BUSCH COMPANIES INC.

      ARC               ATLANTIC RICHFIELD COMPANY

      BEL               BELL ATLANTIC CORPORATION

      BLS               BELL SOUTH CORPORATION

      BA                BOEING COMPANY

      BMY               BRISTOL MYERS COMPANY

      CHV               CHEVRON CORPORATION

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

95

http://researchhelp.cch.com/License_Agreement.htm


      KO                COCA COLA COMPANY

      DEC               DIGITAL EQUIPMENT CORP.

      DOW               DOW CHEMICAL COMPANY

      DD                DU PONT COMPANY

      DNB               DUN AND BRADSTREET CORPORATION

      EK                EASTMAN KODAK COMPANY

      LLY               ELI LILLY AND COMPANY

      XON               EXXON CORPORATION

      F                 FORD MOTOR COMPANY

      GE                GENERAL ELECTRIC COMPANY

      GM                GENERAL MOTORS CORPORATION

      GTE               GTE CORPORATION

      HWP               HEWLETT PACKARD COMPANY

      IBM               INTERNATIONAL BUSINESS MACHINES CORP.

      IP                INTERNATIONAL PAPER COMPANY

      JNJ               JOHNSON AND JOHNSON
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      MCD               MCDONALDS CORPORATION

      MRK               MERCK AND COMPANY INC.

      MMM               MINNESOTA MINING AND MANUFACTURING

      MOB               MOBIL CORPORATION

      NYN               NYNEX CORPORATION

      PAC               PACIFIC TELESIS GROUP

      PEP               PEPSICO INC.

      PFE               PFIZER INC.

      MO                PHILIP MORRIS COS. INC. HOLDING CO.

      PG                PROCTER AND GAMBLE COMPANY

      RJR               RJR NABISCO INC.

      RD                ROYAL DUTCH PETROLEUM COMPANY

      SLB               SCHLUMBERGER LIMITED

      S                 SEARS ROEBUCK AND COMPANY

      SBC               SOUTHWESTERN BELL CORPORATION

      TX                TEXACO INC.
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      UN                UNILEVER N.V. ADRS

      USW               U.S. WEST INC.

      X                 USX CORPORATION

      WMT               WAL MART STORES INC.

      DIS               WALT DISNEY COMPANY

      WMX               WASTE MANAGEMENT INC.

This list consists of the 50 highest weighted S&F 900 stocks, based on market values as of November 30,
1988, and the 20 Major Market Index stocks.

MEMORANDUM

Date: December 9, 1988

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Openings and Market-on-Close (MOC)
Orders

Openings

Q. Can “limit at the opening” (“limit OPG”) orders be entered in the stocks that are not among the
stocks included in the pilot?

A. “Limit OPG” orders are now permitted on expiration Friday. Unexecuted “limit OPG” orders are cancelled
after the opening transaction. “Limit-at-the-close” orders are not permitted at any time.

Q. When can specialists obtain an OARS status request?

A. At any time after 7:30 a.m., in any stock. (Specialists should review OARS inquiry, freeze and opening
procedures to avoid problems.)

Q. Must specialists wait until 9:27 a.m. to start the ITS pre-opening application?

A. No. ITS Pre-Opening notifications may be issued beginning at 9:00 a.m.

Q. Are “G” orders to sell short at the market handled differently at the opening then at the close on
expiration day?

A. Yes, “G” short market orders are covered by two different procedures. At the opening they are handled as
they are on any other day. “G” short market orders must yield to all public limit orders at the lowest valid short
tick. At any higher price the “G” shorts need not yield. At the close, “G” market shorts must yield to all limit
orders at the sale price, even if that price is higher than the first valid short tick.
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Q. How should specialists and Floor Officials handle requests to “hold the opening” in the pilot
stocks?

A. The Exchange has added auxiliary and early procedures with the express purpose of providing a prompt
opening in all stocks, not just the 50 pilot stocks. Brokers should be told to have their opening interest
represented by 9:30 a.m., and assuming adequate pricing information re: substantial disparity from the close,
all stocks should be opened as quickly after 9:30 as possible.

MOC Orders

Q. When can a specialist print “paired-off” market-on-close orders as “stopped stock”?

A. The special “stopped stock” procedure for market-on-close orders is used only 12 times a year on
“expiration days”, usually the 3 rd Friday of each month.

Q. On expiration days, how do you determine the price at which to print the “stopped stock”?

A. Generally prices are set by the imbalance of market-on-close orders. If there are 20,000 paired off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

Q. How do you determine the price at which MOC orders are executed on nonexpiration days?

A. Again, the general rule of thumb is: imbalance creates price change, while a perfect pair-off creates no
change,in price.

NonExpiration Day

Examples

Mkt. 24 -1/8 20,000×30,000

Last Sale 24 1/8-a zero minus tick

Example A: Sell 20,000 MOC; Buy 25,000 MOC

Imbalance Rules - 20,000 sells at 24 then 25,000 trades at 24 1/8 - Last 24 1/8+

Example B: Sell 20,000 MOC; Buy 15,000 MOC

Imbalance Rules Again - 15,000 trades 24 1/8 then 20,000 sells at 24 - Last 24 -

Example C: Sell 10,000 MOC; Buy 10,000 MOC

No Imbalance of supply and demand so market should return to price prior to market on close.

So: 10,000 sells at 24 the 10,000 trades at 24 1/8 - Last 24 1/8+

•In all 1/8 point examples it is assumed there is a Public Bid and Public Offer. If it is the Specialist Bid or Offer,
he must yield to the pair-off, since he is Agent for those orders.

Q. What if the quotation spread is 1/4 or more?

A. Ideally, the specialist should offset the imbalance and cross the entire amount inside the existing quote.
Where market conditions or rules do not facilitate such an offset, the “Paired-off” portion could be crossed1/8
point away from the indicated closing price with the imbalance setting the closing sale.

Nonexpiration Day

Examples:

Mkt. 24 - 1/4 100,000×100,000

Last 24 1/4 - a minus tick
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Example A: Sell 20,000 MOC Buy 25,000 MOC (Assume specialist short)

Imbalance sets close - 20,000 sells at 24 1/8 then 5,000 trades at 24 1/4, last 24 1/4+

Example B: Sell 100,000 MOC Buy 55,000 MOC if specialist does not “cross” the entire amount at 24 1/8

Imbalance sets close - 55,000 sells at 24 1/8 then 45,000 trades at 24; last 24 -

Example C: Sell 20,000 MOC Buy 20,000 MOC

No imbalance

20,000 sells at 24 1/8; last 24 1/8 -

Q. How will the specialist determine which orders receive which prices?

A. While all MOC orders become effective simultaneously, it would be consistent with NYSE policy to allocate
the most advantageous prices to the orders received earliest.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Firms cancelling these orders or reducing them in size shall prepare contemporaneously a written record
describing the rationale for the change and shall preserve it as Rule 410 provides.

2  Prior to the December 16
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December 7, 1988

  

Member Firm Regulation

PLEASE ROUTE TO COMPLIANCE AND REGISTRATION DEPARTMENTS

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: COMPLIANCE AND REGISTRATION PERSONNEL

SUBJECT: REGISTRATION OF ACCOUNT EXECUTIVES EMPLOYED BY FOREIGN AFFILIATES

We recently received a request from a member organization to register, with the Exchange, account
executives employed by affiliates of the member. As a result of this request, we would like to clarify our
policies relative to the maintenance of registration for individuals who are not employed by a member firm or
a subsidiary of a member firm. The Exchange can not grant approval for registration of representatives in an
affiliated organization. Further, any approvals which were previously granted are hereby rescinded. This does
not affect the status of account executives employed by a subsidiary of the member organization who are still
required to be registered with the Exchange.

Please review your registration records to ensure that employees working, for sister organizations of the
member firm are not improperly registered with the member firm. We expect U-5 applications to be filed for all
those employees improperly registered.

Inquiries regarding this matter should be directed to Roy Tozer (212) 656-5204.

Edward A. Kwalwasser

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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December 2, 1988

  

Market Firm Regulation

 PLEASE ROUTE TO: CREDIT, COMPLIANCE, OPERATIONS, P&S, CONTROLLER, TRADING AND
UNDERWRITING DEPARTMENTS

TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: MANAGING PARTNER/CHIEF EXECUTIVE OFFICER AND SUBSCRIBERS

SUBJECT: BRITISH STEEL, plc AMERICAN DEPOSITARY RECEIPTS NYSE, SEC AND FRB
REQUIREMENTS AND GUIDELINES

The underwriting of British Steel plc, American Depositary Shares (ADS) is scheduled, subject to
effectiveness of registration under the Securities Act of 1933, on or about December 5, 1988. As indicated in
the Preliminary Prospectus dated November 23, 1988.

- Upon full payment of the purchase price plus amounts in respect of UK stamp duty reserve tax (currently
1 1/2% of each installment of the purchase price), each American Depositary Share will represent ten
outstanding Ordinary Shares of British Steel plc. Prior to full payment, the American Depositary Shares
will be evidenced by Interim American Depositary Receipts (Interim ADRs). Upon full payment, they will be
evidenced by ADRs in definitive form.

- Interim ADRs are expected to begin trading “Regular Way” on the Exchange on December 5, 1988.

- The initial offering price will be 12.50 British pounds sterling with the first installment at a U.S. dollar
equivalent of 6.00 British pounds. The second installment due September 26,1989 will be a U.S. dollar
equivalent of 6.50 British pounds sterling.

- Holders of the Interim ADRs are responsible for payment of the final installment plus amounts in respect of
UK stamp duty reserve tax (currently 1 1/2% of each installment).

Member organizations should review their operations and systems and coordinate with NSCC, DTC and the
“Depositary” to assure themselves that the Interim ADRs are processed appropriately.

In view of some of the unique aspects of this offering, the Exchange wishes to advise member organizations
of certain special requirements which have been adopted as well as reiterate certain applicable existing
regulations.

Margin Requirements 1 

Federal Reserve Board Regulation T - In accordance with Regulation T, any security that is registered on or
has unlisted trading privileges on a national securities exchange is a “margin security” and may be purchased
or carried in a margin account. The margin required on a “margin security” is 50% of the current market value.

Since the ADRs will be listed and traded on the Exchange, they are eligible for margin privileges. However”
members of the underwriting and selling group, under SEC Rule 11(d)(1) of the Securities Exchange Act of
1934, are subject to certain restrictions before they can extend credit on the ADRs (see discussion below).

New York Stock Exchange Rule 431 - The Exchange Rule 431 initial and maintenance margin requirements
for customers are: 25% of the current market value of all ADRs “long” in the account; $5 per ADR or 30% of
the current market value of the ADR, whichever is greater, of each ADR “short” in the account selling at $5
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per ADR or above; and $2.50 per ADR or 100% of the current market value of the ADR, whichever is greater,
of each ADR “short” in the account selling at less than $5 per ADR. In addition, on new transactions the Rule
requires a minimum equity in margin accounts of at least $2,000, except, that cash need not be deposited in
excess of the cost of any ADR purchased.

The Exchange has determined that the ADRs shall be subject to the above existing maintenance
requirements. However, the Exchange will closely monitor the market activity and price volatility of the ADRs
and, if appropriate, impose higher requirements as permitted under Rule 431(b).

Member organizations should also closely monitor activity in the ADRs with a view toward imposing higher
“house” maintenance requirements, when appropriate, in order to maintain sufficient equity in customer's
margin accounts because of the installment payment method of ADRS.

Securities Exchange Act of 1934, Section 11(d)(1) - This provision prohibits a person who is both a broker
and a dealer from extending credit to a customer on any security which is part of a new issue where the
broker-dealer is a member of a selling syndicate or underwriting group for such new issue. In addition to
prohibiting the extension of credit in connection with the original sale of the security, the Section, and .03,
Scope of Section, prohibits the security from being used as collateral in connection with other transactions
that the broker-dealer may effect for the customer. This prohibition shall be in effect for 30 days commencing
as follows:

Selling group participants - from the date on which the broker-dealer completes its distribution.

Underwriters - from the date when both the distribution is completed and the underwriting agreement is
terminated.

SEC Capital and Reserve Formula Requirements

Due to the unusual aspects of the offering, the Securities and Exchange Commission has approved special
Capital, Reserve Formula and Custody and Control of Securities requirements until October 3, 1989 as
outlined below.

Capital Requirements (Rule 15c3-1)

Proprietary Positions - Member organizations computing net capital under the basic or alternative methods
will be subject to a net capital charge equal to 15% of the sum of the market value of the Interim ADRs plus
the estimated contractual liability (based on prevailing exchange rates) for any unpaid installments. For
example, if after payment of the first installment, the Interim ADRs are selling at $10.92 the deduction under
the basic and alternative methods would $10.92+$11.83 (hypothetical cost of final installment)×.15=$3.41 per
Interim ADR, assuming a $1.82 exchange rate.

Underwriting Positions - Underwriters shall be subject to a capital charge equal to 15% of the total offering
price (based upon prevailing exchange rates) on the day registration of the Interim ADRs becomes effective.
For example an offering price based on an exchange rate of $1.82 would be the equivalent of $22.75 per
definitive ADR (with an initial offering price of 12.5 British pounds sterling) and would result in a charge of
$3.41 per Interim ADR. This charge would apply to member organizations computing net capital under the
basic or alternative method. The initial capital charge on the total offering can be subsequently reduced to the
extent that sales are confirmed to customers.

Reserve Formula (Rule 15c3-3) - Ledger credits and adequately secured debits relating to customers'
transactions in the ADRs are to be included in the Formula Computation. For example, in December
1988, ledger debits and credits relating to the Interim ADRs must be included in the Reserve Formula
Computations. When the definitive ADRs are traded regular way in October 1988, ledger debits and credits
relating to those ADRs must be included in the Reserve Formula Computation.
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Custody and Control of Securities (Rule 15c3-3) - The adjusted ledger debit used for the purpose of
calculating the value of excess margin securities based on 140% should not include the liability to pay the
final installment until the Interim or definitive ADRS, as the case may be, are traded regular way.

Operational Procedures

The Exchange will monitor the operational aspects of the offering within member organizations and the
clearing agencies and, if necessary, implement any special procedures or reporting mechanisms that may be
appropriate.

Disclosure of Customer's Liability

Member organizations should take extraordinary measures to insure that customers are aware of the
installment nature of payment for the ADRS, and the obligation of the holder of Interim ADRs to make
payment of the future installment. Pursuant to Rule 401 (Business Conduct) members and member
organizations shall, at a minimum, make appropriate disclosure to all customers who purchase Interim ADRs
of the remaining installment and the amount payable in British pounds sterling. Such disclosure must be
made at or before the completion of the transaction:

1) as part of the trade confirmation (either by imprinting or stamping) or

2) as separate notification (which must accompany the trade confirmation .

The Exchange suggests the following language be imprinted on trade confirmations. The language is
necessarily abbreviated due to limitations of available space on, and computer processing of, confirmations.

FOR INTERIM ADRs

BUYER ASSUMES OBLIG TO PAY FNL INSTL OF 6.50 PDS. STLG. EACH PLUS UK TAX

Member organizations that stamp confirmations or use a separate notification for disclosure will be expected
to use language less abbreviated than that suggested above.

The Exchange suggests that after each purchase of Interim ADRS, the firm monthly statement of account
sent to customers, or a separate notice sent at or about the same time, shall fully disclose: 1) the customer's
liability for, and the amount of, the remaining installment payable in British pounds sterling and 2) that part
or all of their position in Interim ADRs may be liquidated in the event of non-payment of the remaining
installment. Members and member organizations are also encouraged to send such disclosures with all
monthly statements sent to customers so long as the customer holds Interim ADRS.

Members and member organizations should also hold educational seminars and/or distribute appropriate
written materials to sales personnel in order to insure their familiarity with the unusual nature of the offering.

* * *

NOTE THAT THE PROSPECTUS INCLUDES PROVISIONS RELATING TO RESTRICTIONS ON
OWNERSHIP OF SHARES AND VOTING OF UNDERLYING DEPOSITED SECURITIES. MEMBER
ORGANIZATIONS SHOULD REVIEW CAREFULLY THE PRELIMINARY PROSPECTUS DATED
NOVEMBER 23, 1988 AND THE FINAL PROSPECTUS WHEN EFFECTIVE.

* * *

Questions regarding margin requirements should be directed to Richard Nowicki (212) 656-7683 or Steven
Levine (212) 656-7080. Questions on other subjects discussed in this memorandum should be directed to
your Finance Coordinator.

Raymond J. Hennessy

Vice President
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Footnotes

1  As used herein the term "ADR" includes Interim and definitive ADRs.
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Market Surveillance

Please Route to Branch Offices

 TO: All Members and Member Organizations

SUBJECT: Stop Order Executions

This is to remind you that it would be prudent to alert all customers who utilize stop orders as to the manner
in which such orders can be elected and executed, the potential of the election of multiple stop orders at one
time, and the order's advantages and limitations.

Rule 13 defines a stop order to buy as an order that becomes a market order when a transaction in the
security occurs at or above the stop price after the order is represented in the Trading Crowd. Conversely, a
stop order to sell becomes a market order when a transaction in the security occurs at or below the stop price
after the order is represented in the Trading Crowd. Stop limit orders become limit orders executable at the
limit price, or at a better price if obtainable, when a transaction occurs that would elect the stop limit order.

In today's more volatile markets, where stop orders can accumulate at various prices and, if triggered by an
electing transaction, increase price fluctuations in a particular stock, customers should be alerted to the fact
that the entering of a stop order does not guarantee an execution at a specific price. For example, if there is a
large buildup of sell stop orders at a specific price and additional selling pressure exists in the Trading Crowd,
if an electing sale takes place, the stop orders that become elected may be executed at a gap price away
from the last sale price, if a disparity between buyers and sellers exists.

Please note when the Rule 80A “sidecar” procedure is in effect due to a 12 point decline in primary S&P 500
futures contract (approximately 96 points on the Dow Jones Industrial Average), the entry of all new stop and
stop limit orders (both systemic and manual) will be banned for the remainder of the trading day in all stocks,
except for stop orders or stop limit orders for the account of an individual investor, as defined in Rule 80A, of
a size of 2,099 shares or less.

While the stop order can protect an investor, the investor must appreciate its limitations as well as its
advantages.

Any questions relating to this issue should be addressed to Mr. Michael Seeley (212) 656-6531 or Mr. William
Iommi at (212) 656-6829.

Robert J. McSweeney

Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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Market Surveillance

 TO: All members and Member Organizations

FROM: Market Surveillance

SUBJECT: Procedures for Handling Market-At-The-Close Orders on November 18, 1988 (“Expiration Friday”)

The Exchange has determined to implement the quarterly triple expiration Friday procedures for market-
on-close (“MOC”) orders each monthly expiration Friday and expand the scope of applicable MOC orders
to those relating to a strategy involving any stock index futures, stock index options, or options on stock
index futures, in the pilot stocks. These procedures have been filed as a rule with the SEC and are effective
beginning this monthly expiration, November 18, 1998.

Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of market at-the-close orders on so-called
“expiration Fridays” (the Fridays preceding the expiration or settlement of options or futures contracts based
on a stock index). The procedures, which may be used only on expiration Fridays, are intended to provide an
orderly means for handling market at-the-close orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using market at-the-close orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

Pilot Stocks

For the purpose of facilitating the publication of any significant order imbalance in one of the Pilot Stocks (see
attached list), you must enter all market-at-the-close orders, in positions relating to a strategy involving any
stock index futures, stock index options, or options on stock index futures, by 3:30 p.m. eastern time. It should
be noted that, pursuant to Rule 13, an order for execution at the close may only be entered for execution at-
the-market; “limit-at-the-close” orders are not permitted.

As soon as possible after 3:30 p.m., the Exchange will publish on the tape any imbalance of market-at-the-
close orders of 50,000 shares or more that existed at 3:30 p.m. in those pilot stocks. While market-at-the-
close orders previously entered may be cancelled or reduced in size, once such publication has been made,
any market-at-the-close orders subsequently entered will be accepted only to trade on the opposite side of
the market in relation to such published imbalance. The liquidation of positions relating to a strategy involving
any stock index futures, stock index options, or options on stock index futures using market-at-the-close
orders entered after 3.30 p.m. is not permitted, even if such orders might offset net reported imbalances. In
the event that no imbalance message is disseminated in a particular stock, no market-at-the-close orders will
be accepted after 3:30 p.m. in that issue.
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Due to cancellations or reductions and entry of offsetting market-at-the-close orders, the imbalance of market-
at-the-close orders published as of 3:30 p.m. may not reflect the imbalance that exists at the close.

These procedures relate only to the pilot stocks. Regular procedures will apply to all other listed securities.

Printing at the Close

Where there is an imbalance in market at-the-close orders, the imbalance may, at the close of trading, be
executed against the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be
executed against the offer. An imbalance of sell orders would be executed against the bid.) The member
may then stop the remaining buy and sell orders against each other and pair them off at the price of the
immediately preceding sale described above. The “pair off” transaction would be printed on the tape as
“stopped stock.”

Where the aggregate size of buy market at-the-close orders in a stock equals the aggregate size of sell
market at-the-close orders, they may be “stopped” against each other and paired-off at the price of the last
sale on the Exchange just prior to the close of trading in that stock on that day. The transaction should be
reported to the Consolidated Tape as “stopped stock.”

“G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-off
“at-the-close” orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing
price that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-
market theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms
of a “plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if
the order was a market order to sell “long” or a market order to buy.

Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Rules 9a-2, 10a-1, 10b-5, as well
as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Michael Seeley at (212) 656-6531 or Mr.
David Leibowitz at (212) 656-4588.

Robert J. McSweeney

Vice President
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Attachments

                                               50 Pilot Stocks

                                    November 18, 1988 - “Expiration Friday”

       ALD                     ALLIED SIGNAL INC.

       AA                      ALUMINUM COMPANY OF AMERICA

       AXP                     AMERICAN EXPRESS COMPANY

       T                       AMERICAN TELEPHONE AND TELEGRAPH

       AN                      AMOCO CORPORATION

       BUD                     ANHEUSER BUSCH COMPANIES INC.

       BLS                     BELL SOUTH CORPORATION

       BS                      BETHLEHEM STEEL CORPORATION

       BA                      BOEING COMPANY

       BMY                     BRISTOL MYERS COMPANY

       CHV                     CHEVRON CORPORATION

       CCI                     CITICORP

       KO                      COCA COLA COMPANY
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       DOW                     DOW CHEMICAL COMPANY

       DD                      DU PONT COMPANY

       EK                      EASTMAN KODAK COMPANY

       AXON                    EXXON CORPORATION

       F                       FORD MOTOR COMPANY

       Z                       F.W. WOOLWORTH COMPANY

       GE                      GENERAL ELECTRIC COMPANY

       GM                      GENERAL MOTORS CORPORATION

       GT                      GOODYEAR TIRE AND RUBBER COMPANY

       GTE                     GTE CORPORATION

       HWP                     HEWLETT PACKARD COMPANY

       IBM                     INTERNATIONAL BUSINESS MACHINE CORP

       IP                      INTERNATIONAL PAPER COMPANY

       JNJ                     JOHNSON AND JOHNSON

       MCD                     MCDONALDS CORPORATION

       MRK                     MERCK AND COMPANY INC.
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       MMM                     MINNESOTA MINING AND MANUFACTURING

       MOB                     MOBIL CORPORATION

       NAV                     NAVISTAR INTERNATIONAL CORP HOLDING

       OXY                     OCCIDENTAL PETROLEUM CORPORATION

       PCG                     PACIFIC GAS AND ELECTRIC COMPANY

       PAC                     PACIFIC TELESIS GROUP

       PEP                     PEPSICO INC.

       MO                      PHILIP MORRIS COS INC. HOLDING CO.

       PA                      PRIMERICA CORPORATION

       PG                      PROCTER AND GAMBLE COMPANY

       ROK                     ROCKWELL INTERNATIONAL CORPORATION

       RD                      ROYAL DUTCH PETROLEUM COMPANY

       S                       SEARS ROEBUCK AND COMPANY

       SO                      SOUTHERN COMPANY

       SBC                     SOUTHWESTERN BELL CORPORATION

       TX                      TEXACO INC.
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       UK                      UNION CARBIDE CORPORATION

       UTX                     UNITED TECHNOLOGIES CORPORATION

       X                       USX CORPORATION

       WMT                     WAL MART STORES INC.

       WX                      WESTINGHOUSE ELECTRIC CORP.

This list consists of the 30 DJIA stocks; 3 Major Market Index stocks that are not in the DJIA; and the

remaining 17 stocks are the highest weighted 1   S&P 500 stocks that are neither in the DJIA or Major Market
Index.

MEMORANDUM

Date: October 14, 1988

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Openings and Market on Close (MOC) Orders

MOC Orders

Q. When can a specialist print “paired off” market on close orders as “stopped stock”?

A. The special “stopped stock” procedure for Market on Close orders is used only 12 times a year on
“expiration days”, usually the 3 rd Friday of each month.

Q. On expiration days, how do you determine the price at which to print the “stopped stock”?

A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

Q. How do you determine the price at which MOC orders are executed on nonexpiration days?

A. Again, the general rule of thumb is imbalance creates price change while a perfect pair-off creates no
change in price.

NonExpiration Day

Examples:

Mkt. 24 - 1/8 20,000×30,000

Last Sale 24 1/8-a zero minus tick

Example A: Sell 20,000 MOC; Buy 25,000 MOC

Imbalance Rules - 20,000 sells at 24 then 25,000 trades at 24 1/8 - Last 24 1/8+

Example B: Sell 20,000 MOC; Buy 15,000 MOC
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Imbalance Rules Again - 15,000 trades 24 1/8 then 20,000 sells at 24 - Last 24 -

Example C: Sell 10,000 MOC; Buy 10,000 MOC

No Imbalance of supply and demand so market should return to price Prior to market on close.

So: 10,000 sells at 24 the 10,000 trades at 24 1/8 - Last 24 1/8+

•In all 1/8 point examples it is assumed there is a Public Bid and Public Offer. If it is the Specialist Bid or Offer,
he must yield to the pairoff, since he is Agent for those orders.

Q. What if the quotation spread is 1/4 or more?

A. Ideally, the specialist should offset the imbalance and cross the entire amount inside the existing quote.
Where market conditions or rules do not facilitate such an offset, the “paired-off” portion could be crossed1/8
point away from the indicated closing price with the imbalance setting the closing sale.

Nonexpiration Day

Examples:

Mkt. 24 - 1/4 100,000×100,000

Last 24 1/4 - a minus tick

Example A: Sell 20,000 MOC Buy 25,000 MOC (Assume specialist short)

Imbalance sets close - 20,000 sells at 24 1/8 then 5,000 trades at 24 1/4, last 24 1/4+

Example B: Sell 100,000 MOC Buy 55,000 MOC if specialist does not “cross” the entire amount at 24 1/8

Imbalance sets close - 55,000 sells at 24 1/8 then 45,000 trades at 24; last 24 -

Example C: Sell 20,000 MOC Buy 20,000 MOC

No imbalance 20,000 sells at 24 1/8; last 24 1/8 -

Q. How will the specialist determine which orders receive which prices?

A. While all MOC orders become effective simultaneously, it would be consistent with NYSE policy to allocate
the most advantageous prices to the orders received earliest.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
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November 10, 1988

  

Member Firm Regulation

PLEASE ROUTE TO CHIEF EXECUTIVE OFFICER, COMPLIANCE AND TRAINING OFFICER

 TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: CONFIDENTIALITY OF QUALIFICATION EXAMINATIONS

The purpose of this memorandum is to remind all members and member organizations of the seriousness of
certain practices which compromise the General Securities Registered Representative Examination (Series
7). Several incidents ranging from individual cases of cheating to disclosure of actual Series 7 questions in
training materials used to prepare applicants for the examination are currently under review of the Exchange.

The Series 7 is the standard by which the Exchange and numerous other self-regulatory organizations qualify
the level of industry knowledge of persons seeking to become registered representatives. As such, it has
become the most widely used qualifications examination within the industry with more than 70,000 candidates
taking the Series 7 annually. The integrity of the qualification examination is key to maintaining the highest
possible standards for registered representatives and to ensuring that customer accounts are handled in a
knowledgeable and professional manner.

The Series 7 is a proprietary product of the NYSE and all test questions and examination materials used in
the monthly administrations of the examination are fully protected under the provisions of the U.S. copyright
law. The reproduction or copying of Series 7 test questions in any format without authorization by the
Exchange would constitute a copyright infringement.

Each candidate taking the examination is required to sign a declaration on both the examination booklet
and the answer sheet that the candidate will neither give nor receive assistance during the examination
nor engage in any deceptive practices. Furthermore, the candidate agrees to maintain the privacy of the
examination questions. An individual who violates this declaration is subject to the revocation of, and/or
barring from registration or association with any broker or dealer.

The Exchange is aware that some member firms and private training organizations have engaged in the
practice of “debriefing” examination candidates to gather information regarding the examination and specific
test questions. While this practice is undertaken in a variety of forms, it generally involves having candidates
report back certain information following the exam session. The Exchange views the practice of gathering
information about the contents of an examination or specific questions thereof from candidates as improper
and a violation of the certifying declaration signed by each candidate as part of the examination procedures.
The Exchange similarly views the taking of (or the inducing of others to take) an examination solely for
the purpose of gathering information about the exam as inappropriate. The Exchange will continue to
take appropriate remedies against individuals and entities as necessary to preserve the integrity of its test
materials and to protect its copyright. Questions regarding this memorandum should be directed to Donald
van Weezel (212) 656-5058 or Michael Shaffer (212) 656-6911.

Edward Kwalwasser

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Member Firm Regulation

 NOTE: THIS MEMO CALLS FOR A RESPONSE

PLEASE ROUTE TO COMPLIANCE, LEGAL AND ADMINISTRATIVE DEPARTMENTS

TO: MANAGING PARTNERS, CHIEF EXECUTIVE OFFICERS AND COMPLIANCE DIRECTORS OF EACH
MEMBER ORGANIZATION

SUBJECT: RULE 351(d) CUSTOMER COMPLAINT STATISTICS

As announced in Information Memo 88-21 (July 29, 1988) the Securities and Exchange Commission has
approved Rule 351(d) which requires members and member organizations doing business with the public
to report statistical information regarding customer complaints. This provision is not applicable to Rule 321,
322 or 324 subsidiaries. That Information Memo also indicated that the format for reporting such statistical
information was being developed with a working group of member organizations.

The working group and the Exchange have now developed an appropriate format. Accordingly, the Exchange
is requiring members and member organizations to provide, in the attached format, complaint statistics and
the following information on those statistics, quarterly.

- Member Firm Branch Designation

- Registered Representative Social Security Number

(NOTE: Include only when complaint involves sales practice codes 01-08.)

- Product Codes

- Problem Codes

The reporting of these statistics will begin on January 15, 1989, for the month of December, 1988.
Subsequent reports are due quarterly, reportable on the 15 th of the month following the end of each calendar
quarter, i.e. April 15, July 15, etc.

Data will be accepted from the membership in one of two modes; 1) on paper, when there are fewer than five
complaints received for that quarter; 2) computer to computer transmission (CPU to CPU) or via personal
computer utilizing an NYSE written software package.

Attached is the format and the product/problem codes to be used when reporting the complaint statistics, plus
explanatory definitions relative to these product/problem codes. Also attached are two separate instruction
sheets with the information required for the successful transmission of data. It is requested that members
and member organizations choose one of these transmission methods with the assistance of their data
processing department and then fill out the information requested on the appropriate sheet for the mode of
transmission selected. The Exchange requests that the information sheet be returned to:

Jessica Keyes

New York Stock Exchange

Technology Department

20 Broad Street

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

116

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P88-35%2909013e2c855b2ece?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/88-21/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE321/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE322/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE324/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


New York, New York 10005

(212) 656-6933

by December 15, 1988.

Any questions relating to the product/problem codes and definitions should be directed to either Lorraine
Ingrilli (212) 656-5366 or Ken Sall on (212) 656-2866. Questions relating to the data transmission methods
should be directed to Jessica Keyes, (212) 656-6933.

Edward A. Kwalwasser

Senior Vice President

Member Firm Regulation

                               

Attachments

                 

CUSTOMER COMPLAINTS - QUARTERLY REPORT

FIRM #: ________________________

PERIOD ENDING: _________________

      BRANCH #     PRODUCT CODE      PROBLEM CODE      R.R. - SS #

PRODUCT CODES

00. Miscellaneous

01. Equity (Stocks: Listed, OTC, New Issues, etc.)

02. Debt (Bonds: Corporate, Municipal, etc. but not U.S. Government Securities)

03. U.S. Government and U.S. Government Agency Securities

04. Commodities/Futures (Except Commodity Options and Financial Futures)

05. Commodity Options

06. Options (Except Index)

07. Index Options

08. Insurance

09. Mutual Funds

10. Certificates of Deposit

11. Unit Investment Trusts
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12. Direct Investments (Limited Partnerships, etc.)

13. Financial Futures

PROBLEM CODES

SALES PRACTICE:

00 Miscellaneous

01 Misrepresentation

02 Unauthorized Trades

03 Excessive Trading

04 Suitability

05 Failure to Follow Instructions

06 Documentation

07 Solicitation

08 Allegations of theft or misappropriation of Funds or Securities or of Forgery.

NON-SALES PRACTICE

50 Transfer of Accounts

51 Receipt and/or Delivery of Securities

52 Receipt and/or Disbursement of Funds

53 Dividend or Interest Problems

54 Margin Problems

55 Reorganization/Redemption

56 Proxy/Prospectus

57 Execution Problems

58 Statements/Confirmations

59 Tax Reporting

60 Fees/Commissions

61 Account Administration and Processing

99 Miscellaneous

DEFINITIONS

PROBLEM CODES - SALES PRACTICE CATEGORIES:

00. Miscellaneous

01. Misrepresentation - Where the customer complaint alleges a misstatement or omission of a fact material
to the transaction(s) at issue.

02. Unauthorized Trades - Where the customer alleges that the transaction(s) was done without his specific
knowledge and approval.

03. Excessive Trading - Where the customer alleges trading was controlled by the RR and was excessive
given the size, frequency and character of the account and which trading was done solely to generate
commissions or other compensation with disregard of the customers investment objectives.
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04. Suitability - Where the customer alleges that a transaction was unsuitable because there was no
reasonable basis for believing, at the time of the transaction, that the customer had sufficient knowledge
and experience in financial matters to reasonably be expected to be capable of evaluating the risks of the
recommended transaction(s) and was financially able to bear those risks.

05. Failure to Follow Instructions - Includes allegations involving the Registered Representative's failure to
follow specific instructions from customers, proper power of attorney holders and from authorized parties of
corporate or other entity accounts.

06. Documentation - Includes allegations regarding material inaccuracies, omissions or failures to obtain or
provide required documents.

07. Solicitation - Allegations of improper solicitation of an account and/or transactions.

08. Allegations of theft or misappropriation of funds or securities, or of forgery.

PROBLEM CODES - NON-SALES PRACTICE CATEGORIES:

50. Transfer of Accounts - Allegations concerning full or partial transfer of client account between broker/
dealers. Includes both ACATS and manual transfers and internal transfers between branches.

51. Receipt and/or Delivery of Securities - Allegations concerning receipt or delivery of any type of security
from broker/dealer to a client or vice versa. Includes lost certificates, delayed securities transfers, non-
transferable securities, or securities not in transfer because of a fail.

52. Receipt and/or Disbursement of Funds - Allegations concerning funds received from and/or disbursed to
clients. Includes checks generated automatically such as monthly dividend checks, IRA distribution, etc.

53. Dividend & Interest Problems - Allegations concerning payments or charges of dividends and/or interest,
including stock dividends. Does not include disbursement of automatic monthly dividend checks and/or
margin interest discrepancies.

54. Margin Problems - Allegations concerning margin including account liquidations, margin call notification
and margin interest discrepancies.

55. Reorganization/Redemption - Allegations concerning stock splits, tenders, mergers, bond/unit trust
redemption, and called bonds.

56. Proxy/Prospectus - Allegations concerning the delay or non-receipt of a proxy, prospectus or shareholder
mailing by a client.

57. Execution - Allegations concerning non-execution, price discrepancy, delay in entry or report and delay in
mutual fund purchases and redemptions.

58. Statements/Confirms - Allegations concerning physical characteristics and presentation of statements/
confirms, failure to receive statements/confirms and questions regarding the reported price, value of or failure
to value, a security.

59. Tax Reporting - Allegations concerning tax reporting on behalf of or to clients. Includes 1099, TEFRA
withholding, K-1, W2-P, 5498 and Year-To-Date information appearing on monthly statements as well as any
other tax-reporting forms.

60. Fees and Commissions - Allegations concerning customary fees (custodial, administrative), service
charges (bounced checks, lost certificate replacement, etc.) and commissions/mark-ups (downs).

61. Account Administration and Processing - Allegations concerning daily activity in client accounts (e.g.,
trade correction, journal entries, uninvested credit balances and erroneous or missing positions in account).

99. Miscellaneous

CPU to CPU
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This is the recommended method of transmission. This method will link-up the New York Stock Exchange's
computer with a reporting firm's or member's computer to successfully transmit the complaint data.

The Exchange utilizes a product called Datatrak to disseminate much member firm information to the
appropriate Exchange system. This software would be used in the transmission of Quarterly Complaint data.

In many cases the reporting firm or member will already have a direct link-up to this system; it is suggested
that a reporting firm contact its data processing department to determine if this link-up already exists.

Data transmitted in this manner has the following requirements:

- Record length would be 80 characters.

- Blocksize would be 8000 characters.

- Each file would have a header and a trailer record whose format will be determined upon sign-up into the
program.

- Each file will contain from 1 to N records with the following format:

•NYSE firm number (5 positions) we will provide you with your correct ID number.

•Branch Location (up to 15 positions) use your own branch designator

•Filing date (4 positions) YYMM eg. 8803

•Social Security Number

(9 positions)

=999999999 if foreign rep

=000000000 if firm complaint

•Product-Category Codes

(4 positions) up to 3 occurrences

If you intend to use this mode of transmission please fill out the following information and send to the name
and address shown in the Information Memo.

Name of Firm: ____________________________________________

Name of Data Processing Contact: _________________________

Name of Data Processing Phone: _________________________

Name of Contact in Complaint

Processing Department: __________________________________

Phone: _________________________________

PC/COMPLAINTS

While it is highly recommended that a reporting firm utilize the CPU-CPU connection, the Exchange
recognizes that many firms or members do not possess these data processing capabilities.

For these, the Exchange has written software which will permit a firm or member to data enter and transmit
complaint information as required.

In order to utilize this program, a firm or member must have access to an IBM compatible personal computer
with a modem for use with telephone line transmission of the data.

Data transmitted in this manner has the following requirements:

- The file would be an ASCII file.

- Each file would have a header and a trailer record that will be created by the NYSE software.
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- Each fill will contain from 1 to N records with the following information:

•NYSE firm number (5 positions). We will provide you with your correct ID number.

•Branch Location (up to 15 positions) use your own branch designator

•Filing date (4 positions) YYMM eg. 8803

•Social Security Number

(9 positions)

=999999999 if foreign rep

=000000000 if firm complaint

•Product-Category codes

(4 positions) up to 3 occurrences

If you intend to use this mode of transmission please fill out the following information and send to the name
and address shown in the Information Memo.

Name of Firm: ____________________________________________

Name of Data Processing Contact: _________________________

Phone: _________________________

Name of contact in Complaint

Processing Department: _________________________________

Phone: _________________________________

Type of Personal Computer:

Manufacturer (e.g. IBM) _______________________________

Model (e.g. PS2) _______________________________

Modem (e.g. Hayes Smartmodem) _________________________

Do you need to dial a 9 on your

phone for an outside line? _________________________

Copyright 2019, NYSE Group, Inc. All rights reserved.
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NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
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Market Surveillance

 TO: Members and Member Organizations

FROM: Market Surveillance

SUBJECT: “Opening Only” Orders

This is to remind you that Exchange Rule 13 defines an “opening only” order as “a market or limited price
order which is to be executed at the opening of a stock or not at all, and any such order or the portion thereof
not so executed is to be treated as cancelled.”

If a stock in which an “opening only” order has been entered is opened with a quotation rather than a
transaction, the “opening only” order should not be cancelled, but rather remain in effect until the first
transaction in the stock.

“Opening only” limit orders have standing and should be executed in accordance with time of receipt vis-a-vis
other agency orders received at that price in the stock, and “opening only” market orders have precedence
over orders limited at the opening price of the stock.

Any questions regarding the above may be directed to Mr. Daniel Saporito at 656-5O97 or Mr. William Iommi
at 656-6829.

Robert J. McSweeney

Vice President
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Member Firm Regulation

PLEASE ROUTE TO MARGIN, CASHIERING, COMPLIANCE AND STOCK LOAN DEPARTMENTS

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: MANAGING PARTNER/CHIEF EXECUTIVE OFFICER AND SUBSCRIBERS

SUBJECT: STOCK LOANS BY BROKER-DEALERS

The staff of the Board of Governors of the Federal Reserve System (FRB) indicated that registered broker-

dealers are prohibited from lending securities to anyone other than another registered broker-dealer 1   unless
they can specifically establish that each loan complies with the provisions of Regulation T, section 220.16,
“Borrowing and Lending Securities”. The FRB staff opinion dated February 28, 1986 stated in part:

Regulation T does not focus on the party on the other side when a creditor borrows or lends securities, so
long as the securities are borrowed or loaned only for a purpose permitted by the rule. Section 220.16 of
Regulation T permits the borrowing and lending of securities in the case of short sales, failure to receive
securities required to be delivered, or other similar situations.

Although Regulation T does not expressly prohibit a creditor's lending of securities to individuals or non-
broker-dealer institutions, the staff is not aware of any type of transaction in which a non-broker-dealer
would need to borrow securities for a purpose that is permissible under section 220.16. Other restrictions
concerning the types of securities transactions an institution may execute and the forum in which they may be
executed appear to prohibit stock loans by creditors to non-broker-dealer institutions. Furthermore, when the
broker-dealer lends securities, it is responsible for verifying that the loan is for a purpose permissible under
Regulation T. (emphasis added)

A member organization lending securities to a non-broker-dealer or a non-registered broker-dealer should
document that it has advised the borrower of the permissible reasons under Regulation T for making security
loans. In addition, the lending member organization should obtain written documentation from the borrower
stating (1) the loan will be maintained in accordance with Regulation T and (2) the specific purpose for the
securities loan. Exchange examiners will be instructed to determine, as part of their regular examinations,
whether the appropriate documentation has been obtained.

Under no circumstances may a member organization lend securities to a non-broker-dealer to cover fails
to deliver as the executing broker-dealer is responsible for insuring completion of the transaction. A loan of
securities by a member organization to a non-broker-dealer where the non-broker-dealer is going to use the
borrowed securities to deliver against a short sale made by them at another broker-dealer is also prohibited
as it would facilitate a violation of Regulation X by the non-broker-dealer customer. This occurs because the
customer is relieved of its obligation under Section 220.18©of Regulation T to maintain 150 percent equity
in a margin account against the short sale of a non-exempted security despite the fact that the customer
continues to maintain a short position.

In view of the large growth in securities lending in recent years, the staffs of the Exchange and FRB are most
interested in this area and would appreciate any comments that member organizations may have regarding
this subject. Comments should be sent, in writing, to Richard Nowicki, New York Stock Exchange, Inc., 20

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

123

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P88-34%2909013e2c855b2ecc?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


Broad Street, 22 nd Floor, New York, N.Y. 10005, and Mrs. Laura Homer, Securities Credit Officer, Board of
Governors of the Federal Reserve System, Washington, D.C. 20551.

Inquiries regarding this matter should be directed to Richard Nowicki (212) 656-7683 or Steven Levine (212)
656-7080, New York Stock Exchange, Inc., 22 nd Floor, 20 Broad Street, New York, New York 10005.

Edward A. Kwalwasser

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  A registered broker-dealer is one registered with the Securities and Exchange Commission pursuant to
the Securities Exchange Act of 1934.
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Member Firm Regulation

 To: Chief Financial Officers and Managing Partners of Specialist Organizations

Subject: AMENDMENT TO THE SPECIALIST CAPITAL REPORT FOR SELF-CLEARING SPECIALISTS

Responding to comments from Specialist Units it has been decided that the information requested in items 1
to 4A of the Specialist Capital Report for Self-Clearing Specialists will no longer be required. Attached is the
new Specialist Capital Report which eliminates those items.

The items eliminated are:

1. Excess Net Capital SEC Rule 15c3-1

2. Specialist Haircuts (Rule 104)

3. P & (L) since last computation

4. Capital required to finance or carry investment account

4A. Other adjustments to Net Liquid Assets

We believe these changes should substantially reduce the time it takes to prepare the report while at the
same time, not materially reduce the quality of the information submitted.

The forms should continue to be sent to Joseph O'Loughlin, 22 nd Floor at 20 Broad Street.

Edward A. Kwalwasser

Senior Vice President

                             

CAPITAL REPORT OF SPECIALIST UNITS WHICH

                                  

CLEAR THROUGH OTHER BROKERS

       Specialist Unit:_______________________                  Trade Date:_____________

       Person Completing Report:______________                  Signature:______________
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       Telephone#:__________________________

       Clearing Firm:________________________

       1. Market Value Long Positions

       (Specialist Stock Only)                                  $_____________________

       2. Net Credit Balance                                    $_____________________

       3. Total - Lines 1 & 2                                   $_____________________

       4. Market Value Short Positions

       (Specialist Stock Only)                                  $_____________________

       5. Net Debit Balance                                     $_____________________

       6. Total - Lines 4 & 5                                   $_____________________

       7. Equity - Line 3-6                                     $_____________________

       8. Total Specialist Market Value

       (Total Lines 1 + 4)                                      $_____________________

       9. Equity Percentage - Line 7 - 8                        _____________________%

       \1/ 10. Other Equity Available - Securities              $_____________________

       11. Other Equity Available - Cash                        $_____________________
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\1/ Include investment accounts, partners accounts, etc.

Is an arrangement per 104.30 established to carry the specialist account beyond usual credit limits? If so
explain   

       

Rule 104.20 Position Requirement                    $___________________________

Please list on the reverse side each specialist position long and short over 5,000 shares and/or a market
value over one million dollars. If none, please respond with an X here ____

                      

SELF-CLEARING SPECIALIST CAPITAL REPORT

       Specialist                                          Trade Date:________________

       Unit:_______________________

       Person Completing                                   Tel.#:_____________________

       Report:______________

       Signature:__________________________

       ___

       1. Net Liquid Assets (NLA)                          $_____________________

       Specialist Stock Positions

       (Trading & Investment Account)

       2. Total Market Value Long                          $_____________________
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       3. Total Market Value Short                         $_____________________

       4. Total Market Value Specialist

       Investment Positions                                $_____________________

       5. Total Market Value (TMV)

       (Total Lines 2 through 4)                           $_____________________

       Percentage 

NLA (Line 1)                             _____%

       Percentage TMV(Line 5)

       6. Bank Loans                                       $_____________________

       7. Value of Securities Pledged (VSP)                $_____________________

       8. Equity (EQ) (Line 7 Less Line 6)                 $_____________________

       9. Margin % = EQ - VSP (Line 8 - Line               7)_____________________%

       10. 

Rule 104.20 Position Requirement                $_____________________

Does the unit have an arrangement per Rule 104.30 established to carry the specialist account beyond usual
credit limits?

                          YES          []          NO           []

Please list each specialist position long or short over 5,000 shares and/or a market value over one million
dollars. If none, please respond with an X here:
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Member Firm Regulation

PLEASE ROUTE TO MARGIN, CASHIER AND COMPLIANCE DEPARTMENTS

 TO: MEMBERS AND MEMBER ORGANIZATIONS ATTENTION: MANAGING PARTNER/CHIEF
EXECUTIVE OFFICERS AND SUBSCRIBERS

SUBJECT: IMPACT OF 1989 HOLIDAYS ON REQUESTS FOR MARGIN EXTENSIONS

Periodically, the Exchange issues special bulletins whenever settlement dates for “regular way” contracts are
to be amended to accommodate a bank holiday that is not an Exchange holiday. The purpose of this bulletin
is to alert member organizations of the effect on Rule 12 (Business Day) that such bank holidays will have
in the areas of: contract settlement dates; ex-dividend or ex-right dates; computation of interest on contracts
in bonds or premiums on loans of securities; rights to mark to market; ability to make reclamations, and the
close out of contracts under Rule 284 (Procedure for Closing Defaulted Contract).

Regulation “T” Requirements

It should be understood that such changes in settlement dates do not affect or alter the time prescribed in
Regulation “T” for payments due from customers. Regardless of the settlement date assigned,a “regular way”
contract, all customer security transactions are subject to Regulation “T” (other than exempted securities)
and must be paid for within seven (7) business days after trade date. Any requests for “extensions of time” on
such transactions must be received by the Exchange on the seventh (7) business day after trade date.

As a reminder, the Board of Governors of the Federal Reserve System has interpreted a “business day” for
Regulation “T” purposes to mean any day on which a broker is open for business. Therefore, every day the
Exchange is open for business is a business day.

SEC Requirements

When submitting applications for “extensions of time” under SEC Rule 15c3-3n, the Exchange has
requested that member organizations recognize only Exchange holidays in determining the due date for sale
transactions in cash accounts. Accordingly, all requests should be received by the Exchange on the fifteenth
(15 th) business day after trade date. The submission of extensions for sale transactions on the fifteenth (15
th) business day after trade date, rather than the tenth (10 th) day after settlement date (as permitted in SEC
Rule 15c3-3m), will allow the Exchange's computerized extension system to properly process extensions
of time and will reduce the number of requests denied for improper dates. In addition, this procedure will
eliminate the confusion created due to bank holidays on which the Exchange is open for business.

Holidays

For your guidance, below is a list of those holidays on which the Exchange will be closed during 1989. Only
those holidays listed are considered by the Exchange as a non-business day. Any holidays not included on
this list are considered business days.

         Holiday                            Day                         Date

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

130

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P88-33%2909013e2c855b2eca?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE12/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE284/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


         New Year's                         DayMonday                   January 2

         Washington's Birthday              Monday                      February 20

         Good Friday                        Friday                      March 24

         Memorial Day                       Monday                      May 29

         Independence-Day                   (observed)                  Tuesday July 4

         Labor Day                          Monday                      September 4

         Thanksgiving Day                   Thursday                    November 23

         Christmas                          Monday                      December 25

Any questions relative to this circular should be directed to Richard Nowicki (212) 656-7683, Pat Neil (212)
656-5227 or Steve Levine (212) 656-7080.

Edward Kwalwasser

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

131

http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 88-31

Click to open document in a browser

October 25, 1988

  

Market Operations

 IMPORTANT: PLEASE ROUTE TO YOUR MANAGING PARTNER/OFFICER OF OPERATIONS

TO: All Members and Managing Partners/Chief Executive officers and Senior Operations Partners/Officers of
all Member Organizations/Purchase and Sales Managers

SUBJECT: Trading In Stocks With A Four-Digit Price

In November, the Exchange expects to list and begin trading a stock whose price contains four digits. In a
later communication, you will be advised of the exact listing date and its location on the Trading Floor. The
purpose of this circular letter is to inform the Exchange community of this expected listing, so that member
organizations can make what ever changes are necessary to their operations procedures to handle the four
digit price of the stock when it begins trading.

Some of the areas that member organizations will want to examine in their operations areas to ensure that
four-digit prices can be processed include, but may not be limited to, the following:

•Sending orders and receiving reports through their own computer - directed message - switching systems.

•The ability to process “As-of-Status” requests with four-digit prices.

•Computing customers, account statements.

•Computing margin requirements.

•Computing marks-to-the-market for transactions that are made on a non- “regular-way” basis.

•The ability to input four-digit prices into comparison.

•The ability to process “Questioned Trades” in four-digit prices.

•The Exchange has also been examining its own systems to ensure that it will be operationally ready to
handle four-digit prices. A summary of the systems that will be involved are as follows:

• Round-lot orders in the new stock will not be eligible for transmission through the Super DOT System. All
orders in this stock must be transmitted to the Trading Floor through each member organization's own system
and represented in the auction market by a member. Execution reports will be sent back to the originating
member organization in the same manner, i.e. by-passing NYSE systems.

•Odd-lot orders must also be transmitted to the Floor by each member organization and hand-delivered to
the specialist. When the specialist executes an odd-lot order, he will send an execution report back to the
originating firm. A copy of that report will be inserted by the Exchange into the Comparison System the same
day.

•The Consolidated Quote System will transmit four-digit prices. The Consolidated Tape System will be limited
to the three lower digits as is done today.

•Vendors' display terminals will display the full four-digit prices for bid prices, but drop the first digit of offer
prices.

•The low speed ticker will print the thousands digit in all ticker modes.

•Since the new stock will trade as a 10-share unit, it will not be eligible for the Inter-Market Trading System.
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•The comparison system of the National Securities Clearing Corporation (NSCC) will process the comparison
and settlement of transactions in this stock, including marks-to-the-market, in the same manner as any other
security. The processing of “Questioned Trades” will not be affected.

•The processing of status requests through the As-of-Status Request System will not be affected. However,
status requests sent by member organizations to specialists during the trading day must be handled in the
same manner as orders and reports.

If you require any additional information, or have any questions concerning this circular letter, please contact
Mr. Santo Famularo at (212) 656-2074.

Jaroslav Kryshyalsky

Senior Vice President

Market Operations

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

133

http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 88-30

Click to open document in a browser

October 20, 1988

  

Market Surveillance

 TO: All Members and Member Organizations

SUBJECT: Guidelines for Mandatory Indications on openings, and Reopenings When Rule 80B (“Circuit
Breakers”) Is In Effect, and Mandatory Trading Halts With Indications When Rule 80A (“Sidecar”) Is In Effect

Effective immediately, the Exchange is instituting guidelines for mandatory indications on openings, and
reopenings when NYSE Rule 80B is in effect, as well as guidelines for quotation spreads and mandatory
trading halts with indications when NYSE Rule 80A (the “sidecar”) is in effect.

I. Guidelines for Mandatory Indications on Openings

Current Exchange policy requires, and shall continue to require, dissemination of an indication upon any
delayed opening or regulatory and nonregulatory trading halt, except for a trading halt put into effect pursuant
to the “circuit breaker” provisions of Exchange Rule 80B.

In addition, dissemination of an indication shall be mandatory for an opening which will result in a price
change constituting the lesser of 10% or three points from the prior NYSE close, or five points if the previous
close is $100 or higher, unless the price change is less than one point. These guidelines shall be effective
prior to any opening as well as for the reopening of trading following a trading halt instituted pursuant to
the “circuit breaker” provisions of Exchange Rule 80B. If, on any day that Rule 80B is in effect, trading in
a security has not reopened by one-half hour after the resumption of trading on the Exchange, the matter
should be treated as a delayed opening, and requires an indication as well as a Floor Official's supervision.

II. Mandatory Trading Halts With Indications When Rule 80A is in Effect

During the five-minute period that Rule 80A is in effect and systematized orders in the NYSE-listed
component stocks of the S&P 500 Index relating to program trading (as defined in Rule 80A) are diverted
to an undisclosed file (“sidecar”), market conditions may warrant a widening of normal quotation spreads
in a particular stock. Reasonable trade variations should nevertheless take place during that period based
upon supply and demand, and ITS commitments to trade received during the five-minute “sidecar” period
should receive executions at the best available bid or offer, as appropriate, in the subject security when the
commitment is received in accordance with reasonable trade-to-trade continuity.

During, and at the conclusion of, the five-minute sidecar period, trading in any sidecar stock shall halt, and an
indication shall be disseminated, if there is a significant imbalance in that stock. In any event, trading in such
stock shall be halted, and a price indication disseminated, where the next sale would be:

• more than one Point from a last sale under $20;

• more than two Points from a last sale between .$20 and $99 7/8; and

• more than three Points from a last sale of $100 or more.

In any case where trading in any of the 50 highest capitalized NYSE listed stocks in the S&P 500index is
halted, and there is an imbalance in such stock of 50,000 shares or more, the size of the imbalance in such
stock will also be disseminated. A trading halt shall not be required on the basis of a 50,000 share imbalance
alone.
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Any questions on the matters described above may be directed to Mr. Michael Seeley (212) 656-6531.

Robert J. McSweeney

Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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October 19, 1988

  

Capital Market Group

Please Route to Head of Operations and Head of Trading

 TO: Members and Managing Partner/Chief Executive Officer of Each Member Organization

SUBJECT: Notice of Effectiveness of Individual Investor Express Delivery Service, New Rules 80A and 80B,
and New Account Type Indicators

In our September 23, 1988 memo, the New York Stock Exchange set forth information about several
initiatives which were scheduled for implementation upon SEC approval and notification by the Exchange
of their effectiveness. The SEC has approved these initiatives which are aimed at enhancing investor
confidence in our marketplace. These measures will be effective at the opening on October 20, 1988.

Set forth below are descriptions of (1) the new Individual Investor Express Delivery Service (“IIEDS”);
(2) the NYSE and Chicago Mercantile Exchange (CME) coordinated procedures for handling significant
market volatility (“sidecar”) as set forth in new Rule 80A; (3) procedures for coordinated “circuit breakers” to
implement trading halts for extraordinary market volatility, as set forth in new Rule 80B; and (4) new account
type indicators for order identification.

Individual Investor Express Delivery Service

The Individual Investor Express Delivery Service (“IIEDS”) will provide priority delivery of simple round lot and
odd lot market orders up to 2,099 shares which have been identified as individual investor orders (as defined
in Rule 80 A, contained in Exhibit A, and as further amplified in Exhibit B) and entered via the SuperDOT

system. This service will be activated on any day when the Dow Jones Industrial Average (“DJIA”) 1   moves
25 points up or down from the previous day's close and will remain in effect for the rest of the trading day.

“IIEDS” will not be available, however, for orders entered by and pursuant to the instructions of professional
managers, including investment advisors and account executives having discretion over an individual's
account. Simple buy or sell round lot and odd lot market orders and market GTC orders will be eligible for
this service. Market orders to buy minus, sell plus, sell short, buy or sell stop, and AON (all or none) orders
as well as all limit orders will not be eligible. In addition, a limit order which is canceled and replaced with a
market order and is entered as a single cancel/replacement order will not be eligible for this service.

NYSE and CME Coordinated Procedures for Significant Market Volatility (Rule 80A)

The New York Stock Exchange (NYSE) and Chicago Mercantile Exchange (CME) have agreed to coordinate
efforts to reduce volatility. This cooperative effort includes new Exchange Rule 80A (and a new CME rule)
which sets forth the following limitations on trading during significant market declines:

(i) When the primary S&P 500 1   futures contract traded on the CME declines 12 points below the previous
day's close (approximately equivalent to a 96 point drop on the Dow Jones Industrial Average), the CME will
not permit any trading in that contract below that level for 30 minutes;

(ii) Immediately thereafter at the NYSE, simple market orders pertaining to “program trading” (including
index arbitrage) in each of the NYSE listed component stocks of the S&P 500 delivered via the Exchange's
SuperDOT system will be routed into an undisclosed system file, or “sidecar”, for a five minute period. At the
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conclusion of that period, sidecar will generate a message to the NYSE specialist detailing the amount paired
off, if any, and the side and size of any imbalance. The orders would then be eligible for execution;

(iii) During and at the conclusion of the sidecar period, trading in any sidecar stock may be halted if there
is a significant imbalance. In such stocks where trading has been halted an indication will be required. If
trading has been so halted in any of the 50 highest-capitalized stocks in the S&P 500 index which are NYSE-
listed, and there is an imbalance in such stock of 50,000 shares or more, the size of the imbalance shall be
disseminated along with a price indication;

(iv) Additionally, when the “sidecar” procedure is activated, the entry of all new stop and stop limit orders
(both systemic and manual) shall be banned for the remainder of the trading day, in all stocks, except for stop
orders or stop limit orders for the account of an individual investor of a size of 2,099 shares or less.

NOTE THAT RULE 80A SHALL NOT BE INITIATED DURING THE LAST 35 MINUTES OF A TRADING DAY, AND
WILL NOT BE INITIATED MORE THAN ONCE IN ANY TRADING DAY.

The provisions set forth in Rule 80A shall supersede current Rule 80A (50-point collar rule) which places
limits on the use of NYSE automated order routing systems for index arbitrage when the DJIA moves 50
points. This restriction had been previously implemented in a six month pilot program in April, 1988.

Trading Halts Due to Extraordinary Market Volatility (Rule 80B)

Procedures for coordinated “circuit breakers” that would be triggered at pre-designated price movements will
be implemented during a one year pilot program. Basically, equity trading would be halted for one hour if the

Dow Jones Industrial Average (“DJIA”) 1   falls 250 points or more below its closing value on the previous
trading day, and if on the same day, the average subsequently reaches a value of 400 points or more below
that closing value, trading in all stocks will be halted for two hours.

If the 250 point trigger is reached between one hour and one-half hour before the scheduled closing, or the
400 point trigger is reached between two hours and one hour before the scheduled closing, the Exchange
may use abbreviated reopening procedures either to permit trading to reopen before the scheduled closing
or to establish closing prices. In any case where the “circuit breaker” procedure is implemented, reopening
procedures to resume trading shall be conducted pursuant to Exchange procedures communicated to its
members and member organizations.

The trading halt procedures described above are set forth in new Rule 80B, which is attached as Exhibit C.
These procedures will also be applicable to NYSE options trading through revisions to Rules 717 and 750,
which are set forth in Exhibit D. The provisions of rule 80B do not apply to the trading of non-convertible debt

including all issues traded via the Automated Bond System. 1 

(Effective with SEC approval, the Exchange will issue another circular on new Guidelines it has developed
for indications on price changes on openings and reopenings, in normal trading conditions, as well as when
“sidecar” and “circuit breaker” procedures are activated.)

New Account Type Indicators for Order Identification

In order to implement “IIEDS” and the initiatives set forth in Rule 80A as discussed above, new account
categories for order identification will be introduced.

Indicators associated with these categories will supplement the Principal/Agency indicator on the standard
order format and will apply to both system and non-system orders. All orders should carry an order
identification according to the account categories, the details of which are set forth in Exhibit E attached
hereto.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

137

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80B/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80B/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80B/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


Any questions in regard to any of these matters should be directed to Donald G. Dueweke, Senior Vice
President of Equity Sales, (212) 656-3087, Fran Connors, Managing Director of Product Sales, (212)
656-6891, or Brian McNamara, Managing Director of Market Surveillance, (212) 656-7086.

Donald J. Solodar

Senior Vice President

Capital Markets Group

Exhibit A

Limitations on Trading During Significant Market Declines

Rule 80A

(a)

(i) If, during any trading day, the price of the primary Standard and Poor's 500 Stock Price Index 1   futures
contract traded on the Chicago Mercantile Exchange (“S&P 500 futures”) reaches a value 12 points below
the S&P 500 future's closing value on the previous trading day (the “trigger value”), for the next five minutes
market orders involving program trading in each of the stocks underlying the S&P 500 futures entered into the
Exchange's automated order-routing facilities shall be routed to a separate file for each such stock. Buy and
sell orders for each stock will be paired in the file to determine the extent of the order imbalance, if any.

(ii) Five minutes after the price of the S&P 500 futures reaches the trigger value, the orders in the program
trading file for each stock, and the order imbalance, if any, shall be reported to the specialist in the stock and
the orders shall be eligible for execution; provided, however, that trading in a stock on the Exchange shall halt
if there is not sufficient trading interest on the Exchange to allow for an orderly execution of a transaction in a
stock.

(b) Whenever the price of the S&P 500 futures reaches the trigger value, no member or member organization
shall enter any stop order or stop limit order for the remainder of the trading day except that a member or
member organization may enter a stop order or a stop limit order of 2,099 shares or less for the account of an
individual investor pursuant to instructions received directly from the individual investor.

(c) For the purposes of this Rule 80A,

(i) program trading” means either (A) index arbitrage or (B) any trading strategy involving the related purchase
or sale of a “basket” or group of 15 or more stocks having a total market value of $1 million or more. Program
trading includes the purchases or sales of stocks that are part of a coordinated trading strategy, even if
the purchases or sales are neither entered or executed contemporaneously, nor part of a trading strategy
involving options or futures contracts on an index stock group, or options on any such futures contracts, or
otherwise relating to a stock market index;

(ii) “index arbitrage” means an arbitrage trading strategy involving the purchase or sale of a “basket” or group
of stocks in conjunction with the purchase or sale, or intended purchase or sale, of one or more cash-settled
options or futures contracts on index stock groups, or options on any such futures contracts (collectively,
“derivative index products”) in an attempt to profit by the price difference between the “basket” or group of
stocks and the price difference between the products. While the purchase or sale of the stocks must be in
conjunction with the purchase or sale of derivative index products, the transactions need not be executed
contemporaneously to be considered index arbitrage; and

(iii) “account of an individual investor” means an account covered by Section 11 (a) (1) (E) of the Securities
Exchange Act of 1934.

(d) This Rule 80A shall not apply during the last 35 minutes of a trading day.

Supplementary Material:
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.10 When determining the priority of bids and offers pursuant to Rule 72, the orders in the program trading file
reported to the specialist pursuant to paragraph (a) (i) shall be considered as entered on the Exchange at the
time the orders are reported to the specialist.

.20 The reopening of trading following a trading halt under paragraph (a) (ii) shall be conducted pursuant
to procedures adopted by the Exchange and communicated by notice to its members and member
organizations.

.30 Nothing in this Rule 80A shall be construed to limit the ability of the Exchange to otherwise halt or
suspend the trading in any stock or stocks pursuant to any other Exchange rule or policy.

.40 Once the trigger value is reached, paragraph (a) shall not be reapplied during the same trading day.

(b) Inapplicable

(c) Inapplicable Exhibit B

Definition of Individual Investor

For purposes of new Rule 80A, and the Individual Investor Express Delivery Service, an “individual investor”
is the same as a “natural person” as that term is used in Section 11(a)(1)(E) of the Securities Exchange Act
(added by the Securities Acts amendments of 1975). Under the statute, a “natural person” is deemed to
include:

(i) a natural person (essentially, an individual human being)

(ii) the estate of a natural person

(iii) a trust (other than an investment company) created by a natural person for himself or another natural
person

By SEC interpretation of Section 11 (a)(1)(E), the following types of accounts are also considered to be
“natural person” accounts:

(i) husband and wife joint accounts and other joint tenancies where the tenants are related by blood or
marriage or are members of the same household

(ii) the accounts of family trusts with one or more beneficiaries who are related to the settlor by blood or
marriage, or who are members of the settlor's household

(iii) an individual retirement account established by a natural person

(iv) an account of a personal holding company established under the laws of another country, provided:

- the personal holding company is established under the laws of a country which does not recognize or permit
the equivalent of a common law joint tenancy or trust

- the personal holding company is established for the benefit of persons who are related by blood or marriage,
or who are members of the same household

- the personal holding company is not established for the purpose of avoiding Section 11(a) of the 1934 Act or
rules promulgated thereunder

By SEC interpretation, the following types of accounts are not considered to be ‘natural person’ accounts:

(i) an account for an individual member of the Exchange

(ii) an account established by an entity with a separate legal existence, such as

- an unincorporated business association

- a general or limited partnership

- a joint venture

- a professional association

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

139

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE72/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE80A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D11%28a%29%281%29%28E%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D11%28a%29%281%29%28E%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D11%28a%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


- a personal holding company

- a corporation

(iii) a group retirement account, such as

- group Keogh plans

- master IRA accounts

Investment Decision made by Individual Investor

An individual whose account is professionally managed, or whose registered representative enters an
order pursuant to discretion given him by the individual, would not be deemed to be an “individual investor”
for purposes of Rule 80A and the Individual Investor Express Delivery Service. However, an individual
who himself makes an investment decision to enter an order following a discussion with a registered
representative would be deemed to be an “individual investor.”

Exhibit C

TRADING HALTS DUE TO EXTRAORDINARY MARKET VOLATILITY

Rule 80B. If the Dow Jones Industrial Average SM 1   reaches a value 250 or more points below its closing
value on the previous trading day, trading in stocks shall halt on the Exchange and may not reopen for one
hour. If, on the same day, the average subsequently reaches a value 400 or more points below that closing
value, trading in stocks shall halt on the Exchange and may not reopen for two hours.

… Supplementary Material:

.10 The restrictions in this Rule 80B shall apply whenever the Dow Jones Industrial Average reaches the
trigger values notwithstanding the fact that, at any given time, the calculation of the value of the average may
be based on the prices of less than all of the stocks included in the average.

.20 The reopening of trading following a trading halt under this Rule 80B shall be conducted pursuant
to procedures adopted by the Exchange and communicated by notice to its members and member
organizations.

.30 If the 250-point trigger is reached within one hour of the scheduled close of trading for a day, or if the 400-
point trigger is reached within two hours of the scheduled close of trading for a day, trading in stocks shall
halt for the remainder of the day; provided, however, that if the 250-point trigger is reached between one hour
and one-half hour before the scheduled closing, or the 400-point trigger is reached between two hours and
one hour before the scheduled closings, the Exchange may use abbreviated reopening procedures either to
permit trading to reopen before the scheduled closing or to establish closing prices.

.40 Nothing in this Rule 80B should be construed to limit the ability of the Exchange to otherwise halt or
suspend the trading in any stock or stocks traded on the Exchange pursuant to any other Exchange rule or
policy.

* * *

Exhibit D

NYSE Options Rules Amended to Reflect Applicability of Rule 80B “Circuit Breaker” Procedures:

Trading Rotations, Halts and Suspensions

Rule 717.

(a)-(c) - No change.

… Supplementary Material:
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.10-.60 - No change.

.70 See Rule 80 (Trading Halts due to Extraordinary Market Volatility) as applied to options transactions by
paragraph (b) of Rule 750 (Rules of General Applicability) for additional provisions regarding the halting of
options trading on the Exchange.

* * *

Rules of General Applicability

Rule 750.

(a) - No change.

(b) The provisions of the Floor Rules listed below (within the group of Rules 45 through 298 excepted from
applicability to option transactions by paragraph (a) of Rule 700 (Applicability, Definitions and References))
and the supplementary material thereto shall apply to Exchange transactions.

46-54 - No change.

Auction Market - Bids and Offers

70-78 - No change.

80B (Trading Halts Due to Extraordinary Market Volatility); see also Rule 717 (Trading Rotations, Halts and
Suspensions)

90-138 - No change.

(c)-(j) - No change.

Exhibit E

ACCOUNT TYPE INDICATORS

The “Principal/agency” field indicator alternatives will be expanded to provide more precise identification of
customer and trading strategies.

                            Program             Program             All Other

                            Trade,              Trade,              Orders

                            Index               non-Index

                            Arbitrage           Arbitrage

      -Member/member        D                   C                   P

      organization

      Customer:
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      -Individual (80A)     J                   K                   I

      Other Agency          U                   Y                   A

DEFINITIONS

Member/Member organization - a member/member organization trading for its own account or for the account
of another NYSE member/member organization.

Program Trade, Index Arbitrage - the purchase or sale of “baskets” or groups of stocks in conjunction with the
intended purchase or sale of one or more cash-settled options or futures contracts in an attempt to profit by
the price difference, as defined in Rule 80A.

Program Trade, non-Index Arbitrage - a trading strategy involving the related purchase or sale or a group of
15 or more stocks having a total market value of $1 million or more, as defined in Rule 80A.

Individual (80A) - an account for an individual as defined by Rule 80A

Other agency - any other non-member or non-member organization

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  "Dow Jones Industrial Average" is a service mark of Dow Jones & Company, Inc.
1  "Standard and Poor's 500 Stock Price Index" and "S&P 500" are service marks of Standard and Poor's

Corporation.
1  "Automated Bond System" is a registered service mark of the New York Stock Exchange, Inc.
1  "Automated Bond System" is a registered service mark of the New York Stock Exchange, Inc.
1  "Standard and Poor's 500 Stock Price Index" and "S&P 500" are service marks of Standard and Poor's

Corporation.
1  "Dow Jones Industrial Average" is a service mark of Dow Jones Company, Inc.
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October 12, 1988

  

Market Surveillance

 TO: All Members and Member Organizations

Attention: Chief Executive officer/Managing Partner, Compliance officer and Legal Department

SUBJECT: Identification of “Large Traders”

The Exchange's Board of Directors has approved a regulatory initiative that will require member organizations
to submit to the NYSE information regarding the identity of institutions, or other persons, who effect large
trading in this market in any stock on any trading day. In the case of institutions, this requirement will be
imposed as to trades effected for the account of an institution itself, or, where the institution is acting as
a nominee, depository or advisor, the customer of such institution would have to be identified. The Board
of Directors also approved the Exchange's implementation of a similar requirement for all trades, whether
effected by an institution, or other person, at a subsequent time.

The purpose of this Information Memo is to solicit comments as to the most practical and effective means of
obtaining the data.

The Exchange specifically requests comment on the following possible approaches to implementing such
requirements:

A. After Hours Reporting. The Exchange seeks comment as to whether the most practical approach to
institutional/large trader customer identification and reporting would be to require daily “after hours” reporting.
This type of approach would be somewhat similar, conceptually, to reporting of “large trader” positions, as
required by the Commodity Futures Trading Commission and the nation's future exchanges, which also
receive an account number as part of audit trail for each trade. As to institutions,such an approach would
require a member organization to aggregate all accounts it carries for each institution and to break down,
within an account, the identities of the customers of such institution, if different from the institution for whose
account transactions have been effected.

The Exchange also requests comment as to what requirements, if any, might be adopted to link account
information for a particular institution or other person that maintains accounts with more than one member
organization. Possible approaches in this regard might include:

•reporting in the name of an institution, in the name of that institution's customer for whom transactions are
effected in such institution's account, or in the name of the other person;

•reporting by means of an identifier, such as an institution's, institutional customer's, or other person's tax ID
number or social security number;

•reporting by means of some other unique identifier for an institution, customer of such institution, or other
person.

B. Audit Trail Requirements

Alternatively, the Exchange requests comment as to whether the most practical approach to account
identification would be to require a unique identifier for each institution,customer of such institution, or other
person to be appended to orders for that institution, customer of such institution, or other person that are
entered through the Exchange's automated order routing systems (not disclosed to the Trading Floor), and,
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for non-system orders, to be appended to the trade data that a clearing member organization submits to a
clearing agency, in complying with the Exchange's audit trail requirements.

* * *

Comments on the matters discussed in this Bulletin, as well as any comments as to other possible
approaches for obtaining account identification data, should be forwarded to the Exchange by November 15,
1988 and may be addressed to Michael Seeley, Market Surveillance, New York Stock Exchange, 11 Wall
Street, 10 th Floor, New York, New York 10005, (212) 656-6531.

Robert J. McSweeney

Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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October 11, 1988

  

Member Firm Regulation

PLEASE ROUTE TO OPERATIONAL OFFICER/PARTNER, COMPLIANCE, CASHIERS AND MARGIN DEPARTMENT

 TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Net Settlement of Exempt Securities in a Cash Account

In response to a request by the New York Stock Exchange, Inc. the Staff of the Federal Reserve Board
has rendered an opinion that broker-dealers may net settle cash account transactions in the same “exempt
securities” with institutional customers whose business is conducted on a delivery versus payment (DVP)/
receive versus payment (RVP) basis through a depository environment. Attached is a copy of the Federal
Reserve Board Letter.

This opinion supercedes the Federal Reserve Board Staffs' previously stated opinion prohibiting net
settlement of the purchase and sale of the same “exempted security” in a cash account. (See Information
Memo Number 83-37, November 11, 1983)

Net settlement of the same “exempted securities” for DVP/RVP accounts will promote market efficiencies by
eliminating the movement of securities, reduce costs in the wiring of funds between the parties involved, and
reduce both processing time and operational costs.

Member organizations are reminded of their responsibility to ascertain that the customer's agent has sufficient
funds on hand to satisfy the original purchase. This net settlement procedure does not permit or condone
“day trading” or “free-riding” in a cash account.

Inquiries regarding this circular should be directed to Mr. Steven Levine (212) 656-7683 or Mr. Edward J.
Herbert (212) 656-5830, NYSE, 20 Broad Street, New York, New York 10005.

Edward Kwalwasser

Senior Vice President

Attachment

September 23, 1988

Mr. Donald van Weezel

Managing Director-Regulatory Affairs

New York Stock Exchange

20 Broad Street

New York, New York 10005

Dear Don:

This responds to your letter of August 24, 1988, asking for current staff views as to the permissibility of net
settlement of the same exempt security in a cash account. Your request cites the New York Federal Reserve
Bank policy of encouraging a reduction in the size and number of large-dollar wire transfers through net
settlement of transactions in United States Treasury securities.
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Your request, which asks staff to reconsider its opinion of April 25, 1983 (5 FRRS 628.11), refers to the
precedent of staff opinion of February 4, 1988 (5 FRRS 615.9512) covering the net settlement permitted for
same-day purchase and sale of a mortgage-related security in a cash account. You have further noted the
special status of an exempt security in the cash account provisions of Regulation T in that the “90 day freeze”
and the “sell out” rules are not imposed in the same fashion as for nonexempt securities.

Staff has reconsidered its 1983 opinion and is presently of the view that broker-dealers may net-settle
transactions in exempt securities with institutional customers whose business is conducted on a delivery-
versus payment/receive versus payment basis through a depository environment. We concur with your view
that this will promote market efficiencies by eliminating the movement of securities, reduce costs in wiring
funds between the parties and reduce processing time and operational costs.

This is a staff opinion only, as the matter has not been presented to the Board, and is limited to the material
presented. Different circumstances could compel a different conclusion.

Yours truly,

Laura Homer

Securities Credit Officer

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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October 6, 1988

  

Market Surveillance

 TO: All Members and the Managing Partner/Chief Executive Officer of Each Member Organization

SUBJECT: Daily Filing of Program Trading Information

On April 21, 1988, the Exchange issued Information Memo 88-11 requiring that all members and member
organizations commence daily reporting of program trading information as of May 2, 1988. Since the
implementation of this procedure, the Exchange has received a number of comments and questions
concerning the daily filing requirements. This memo is intended to address those points that have been most
frequently raised and to provide additional guidance and clarification concerning this matter.

REPORTABLE ACTIVITY

1. Index Arbitrage Activity

- ALL index arbitrage activity must be reported.

- For each index arbitrage program reported, details of all related derivative product activity must be included.

- “Index arbitrage” has been defined by the Exchange as an arbitrage trading strategy involving the purchase
or sale of a group of stocks (“basket”) in conjunction with the purchase or sale, or intended purchase or
sale, of one or more cash-settled options or futures contracts on index stock groups, or options on any such
futures contracts (collectively, “derivative index products”) in an attempt to profit by the price difference
between the basket and the derivative index products. While the purchase or sale of the basket must be in
conjunction with the purchase or sale of derivative index products, the two sets of transactions do not have to
be executed contemporaneously to be considered index arbitrage (Exchange Rule 80A).

2. Exchange for Physicals (EFPS)

- ALL exchanges for physicals (EFPS) that involve the exchange of index futures contracts for a basket(s) of
stocks are to be reported.

- The details of all index futures involved in reported EFPs must be included.

3. Other Program Activity

- For purposes of daily reporting, “other program activity” is defined as the related purchase or sale of a
basket of fifteen or more stocks having an aggregate market value of one million dollars or more, whether or
not the executions of the component stocks are contemporaneous.

- Where applicable, all stock-related derivative Product activity must be identified.

WHO MUST REPORT?

Each member or member organization is responsible for reporting program trading activity for its own
proprietary account(s) and for the accounts of its customers regardless of any clearing or order execution
arrangements with another member organization. To avoid duplicate reporting, clearing members are not
to include the proprietary or agency program trading activity of another member organization in their daily
reports.
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ACCOUNT TYPE INDICATORS

Consistent with and in anticipation of the implementation of recently announced Exchange initiatives
pertaining to Individual Investor Express Delivery Service and new Rule 80A, new account type indicators
have been adopted for the purpose of the Daily Program Trading Report. Specifically, these new “principal/
agency” indicators, which replace the previously used “P” (principal), “PR” (proprietary) and “A” (agency)
designations, are as follows:

                                   

Index                      OtherProgram

                                   

Arbitrage                  Activity

          Member/Member

          Organization             D                          C

          Customer:

          Individual               J                          K

          Other agency             U                          Y

PROGRAM STRATEGY

Based on an analysis of reports and comments received from member organizations, the Exchange has
compiled a list of strategy types that is to be used in classifying each program on the Daily Program Trading
Report. This list has been developed to address the need for uniform reporting of information among the
member organizations. While most strategies are self-explanatory, the following are being further clarified.

CUSTOMER FACILITATIONS

Any program that is facilitated, in whole or in part, by a member organization is to be reported in a two-fold
manner as follows:

1) as having been executed on an agency basis with all relevant data, including the appropriate trading
strategy, reflected on the reporting form, AND

2) to the extent facilitated, as a proprietary program using the “CF” (customer facilitation) program strategy
code.
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If any proprietary stock position resulting from the facilitation of a customer order(s) is offset with related
derivative products, the details of such derivative product activity must be reflected on the reporting form.

LIQUIDATION OF PROPRIETARY POSITIONS RESULTING FROM CUSTOMER FACILITATIONS

If the proprietary positions established as a result of the facilitation of a customer program trade are liquidated
in a manner which constitutes reportable activity, such liquidations are to be reported as a proprietary
program using the “LF” (liquidation of facilitation) program strategy code.

To the extent that any such positions had been offset with related derivative products and the derivative
product positions are also being liquidated, the details of such liquidation are to be reflected on the reporting
form.

ERROR ACCOUNT PROGRAM TRADING ACTIVITY

Reportable program trading activity that, due to a bona fide error in the execution of a customer program,
results in a proprietary error account position is to be reported as agency trades using the “EA” (error
account) program strategy code. Any activity in derivative products that is related to such error account
positions must be reflected on the reporting form.

LIQUIDATION OF ERROR ACCOUNT PROGRAM POSITIONS

If the proprietary positions established in an error account are liquidated in a manner which constitutes
reportable activity, such liquidations are to be reported as proprietary trades using the “LE” (liquidation
of error account position) program trading strategy code. Any derivative product activity related to such a
liquidation is to be reflected on the reporting form.

TOTAL DOLLAR VALUE OF PROGRAM

The total dollar value of stock programs is now required information and MUST be included for each program
reported.

REVISED DAILY PROGRAM TRADING REPORT FORM

To facilitate complete reporting of derivative product information and to address the change in account and
program strategy type designations, the Daily Program Trading Report form has been revised. A copy of the
revised form is attached. All members and member organizations that file Daily Program Trading Reports are
requested to commence using the revised form effective immediately.

TIMELINESS OF-SUBMISSION OF DAILY PROGRAM TRADING REPORTS

Daily Program Trading Reports are to be filed with the Exchange no later than the close of business on the
second business day (T+2) following reportable activity. Firms that fail to meet this dead-line will be subject to
summary fines under Exchange Rule 476A.

Any questions concerning this memorandum should be directed to Mr. Jack Symington at (212) 656-6534.

Agnes M. Gautier

Vice President

Market Surveillance

FORM NOT REPRODUCED!!!!!!!!!!!

Copyright 2019, NYSE Group, Inc. All rights reserved.
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September 16, 1988

  

Member Firm Regulation

 TO: MANAGING PARTNERS, CHIEF EXECUTIVE OFFICERS AND COMPLIANCE DIRECTORS OF EACH
MEMBER ORGANIZATION

SUBJECT: CUSTOMER COMPLAINTS

Over the past several months the Exchange has noticed a substantial increase in response time by member
firms to requests for information concerning customer complaint letters forwarded to them by the Exchange.

The industry and the Exchange place great emphasis on investor confidence in the member firm community
and the marketplace. To ensure a continued high level of investor confidence and in light of our regulatory
responsibilities, we believe it is necessary to take corrective measures to ensure that requested information is
transmitted to the Exchange in a timely fashion.

In this regard, the Exchange will take the appropriate disciplinary action against those firms who are
delinquent in responding to such requests for information. In order to aid the management of member firms
in keeping track of this process, the Exchange will continue to keep each member organization apprised on a
monthly basis of requests outstanding over 45 days.

Any questions on the above may be directed to Ms. Lorraine Ingrilli, Manager of our Sales Practice Review
Unit at (212) 656-5366.

Edward A. Kwalwasser

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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September 2, 1988

  

Member Firm Regulation

PLEASE ROUTE TO CASHIERING, INTERNATIONAL, BOND TRADING, CREDIT AND COMPLIANCE PARTNER/
OFFICER

 TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AMENDMENT TO REGULATION T MARGINING OF FOREIGN SOVEREIGN DEBT
SECURITIES

On August 10, 1988, the Federal Reserve Board approved an amendment to Regulation T to make certain
foreign sovereign debt securities eligible for margin. The amendment to Regulation T permits broker-dealers
to extend “good faith” loan value on long-term debt securities issued or guaranteed as a general obligation
by a foreign sovereign, its provinces, cities or states, or a supranational entity if there is available an explicit
or implicit rating of the entity in one of the two highest rating categories by a nationally recognized statistical
rating organization. The amendment is intended to provide more equitable treatment for U.S. broker-dealers
who, unlike banks and foreign broker-dealers, were previously prohibited from extending purpose credit on
these securities. A copy of the Board's amendment is attached.

APPLICATION OF EXCHANGE RULE 431

Under Regulation T, Section 220.18(b) the margin required for “OTC margin bonds” is the margin required
by the creditor in “good faith”. Therefore, NYSE Rule 431 requirements will be applicable for initial and
maintenance margin purposes. The Exchange has determined that until specific requirements for foreign
sovereign debt securities are finalized, they shall be subject to the same requirements as non-convertible
corporate debt securities that qualify as an “OTC margin bond”. These requirements are the greater of 20%
of the current market value or 7% of the principal amount and shall become effective for eligible foreign
sovereign debt securities on September 15, 1988, concurrent with the amendment to Regulation T.

The Exchange is currently working with the Securities Industry Association's Ad Hoc Committee To Revise
Regulation T to develop permanent initial and maintenance requirements for foreign sovereign debt securities
that qualify as “OTC margin bonds”.

The Exchange requests comments from members and member organizations relative to the appropriate
permanent margin levels for foreign sovereign debt securities. Comments should be forwarded to Richard
Nowicki at the address listed below by October 14, 1988.

Inquiries regarding this memorandum should be directed to Richard Nowicki 212-656-7683, Steven Levine
212-656-7080 or Edward Herbert 212-656-5830, NYSE, 20 Broad Street, New York, New York 10005.

Edward K. Kwalwasser

Senior Vice President

REGULATION T

220.2 Definitions

* * *
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(r) “OTC margin bond” means

* * *

(4) A debt security issued or guaranteed as a general obligation by the government of a foreign country,
its provinces, states, or cities, or a supranational entity, if at the time of the extension of credit one of the
following is rated in one of the two highest rating categories by a nationally recognized statistical rating
organization:

(i) the issue

(ii) the issuer or guarantor (implicitly), or

(iii) other outstanding unsecured long-term debt securities issued or guaranteed by the government or entity.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
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August 19, 1988

  

Market Surveillance

 To: All Members and Member Organizations

From: Market Surveillance

Subject: Form 132

This is to remind all members and member organizations of their requirement to submit audit trail data for all
non-regular way transactions effected on the Floor in accordance with Exchange Rule 132.30. All forms must
be received no later than T+2.

To facilitate this process, the Form 132 has been revised so that non-regular way trade data can be entered
into the audit trail data stream.

Member firms must deliver the forms (from 8:00 a.m. to 3:00 p.m.) to:

Advisory Window, SIAC Data Control

55 Water Street - 1 st Floor

New York, NY 10041

For your convenience, additional forms can be obtained at:

New York Stock Exchange

20 Broad Street

Printing and Production Dept. 5 th Floor

New York, NY 10005

or call Ms. Lillian Foster at 212-656-7336.

Robert J. McSweeney

Vice President

FORM NOT REPRODUCED!!!!!

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
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August 8, 1988

  

Market Surveillance

 To: Managing Partners, Chief Executive Officers and Compliance Directors of Each Member organization

Subject: New Rule 410A (Automated “Blue Sheets”)

The Securities and Exchange Commission has approved new Exchange Rule 410A, the text of which is
attached to this Information Memo as Exhibit A. The rule requires that members and member organizations
submit upon request, in an automated format prescribed by the Exchange, reports of their customer,
employee, and proprietary trading data.

This system uses an automated format jointly developed by the Exchange, the Securities Industry Association
and the Securities and Exchange Commission. Numerous member organizations are already in compliance
with the rule and are filing automated submissions.

All members and member organizations must submit this data in the automated format as soon as possible in
conjunction with their current system capabilities. All member organizations are expected to be in compliance
with the rule six months from the date of this Information Memo. Each member organization not currently
submitting data pursuant to the rule must have a senior compliance official contact Ms. Kathleen McCarthy
at (212) 656-2751 within the next two weeks for purposes of informing the Exchange how soon that member
organization can come into compliance with the rule. Any questions in regard to the new rule may be directed
to Ms. McCarthy.

Robert J. McSweeney

Vice President

Exhibit A

Rule 410A Automated Submission Of Trading Data

A member or member organization shall submit such of the following trade data elements specified below
in such automated format as may be prescribed by the Exchange from time to time, in regard to such
transaction or transactions as may be subject of a particular request for information made by the Exchange:

(a) If the transaction was a proprietary transaction effected or caused to be effected by the member or
member organization for any account in which such member or member organization, or any member, allied
member, approved person, partner, officer, director, or employee thereof, is directly or indirectly interested,
such member or member organization shall submit or cause to be submitted the following information:

1) Clearing house number, or alpha symbol as used by the member or the member organization submitting
the data;

2) Clearing house number(s), or alpha symbol(s) as may be used from time to time, of the member(s) or
member organization(s) on the opposite side of the transaction;

3) Identifying symbol assigned to the security;

4) Date transaction was executed;
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5) Number of shares, or quantity of bonds or options contracts for each specific transaction and whether each
transaction was a purchase, sale, short sale and if an options contract whether open long or short or close
long or short;

6) Transaction price;

7) Account number; and

8) Market center where transaction was executed.

(b) If the transaction was effected or caused to be effected by the member or member organization for any
customer account, such member organization shall submit or cause to be submitted the following information:

(1) Data elements (1) through (8) as contained in paragraph (a) above; and

(2) Customer name, address(es), branch office number, registered representative number, whether order was
solicited or unsolicited, date account opened and employer name and the tax identification number(s).

(3) If transaction was effected for a member broker-dealer customer, whether the broker-dealer was acting as
principal or agent on the transaction or transactions that are the subject of the Exchange's request.

(c) In addition to the above trade data elements, a member or member organization shall submit such other
information in such automated format as may be prescribed by the Exchange, as may from time to time be
required.

(d) The Exchange may grant exceptions, in such cases and for such time periods as it deems appropriate,
from the requirement that the data elements prescribed in paragraphs (a) and (b) above be submitted to the
Exchange in an automated format.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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July 29, 1988

  

Member Firm Regulation

PLEASE ROUTE TO COMPLIANCE AND LEGAL DEPARTMENTS

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER, OPERATIONS OFFICER, INTERNAL
AUDIT/COMPLIANCE DEPARTMENTS, LEGAL DEPARTMENTS

SUBJECT: NEW REGULATORY INITIATIVES, ADOPTION OF RULES

On May 27, 1988, the Securities and Exchange Commission approved revisions to Exchange Rules 342,
351, 476 and 476A. The changes codify, clarify and give specificity to supervisory and compliance obligations
of members and member organizations. In view of the problems that have come to light, particularly those
involving proprietary and employee trading, and an increasing concern with sales practice supervision, the
Exchange believes that it is essential to take initiatives to address those problems. These rule changes reflect
those initiatives and will significantly strengthen the industry's current self-regulatory efforts.

In general, the amended rules provide for the review, investigation and reporting by members and member
organizations of employee and proprietary trading, the preparation of annual reports on a member
organization's supervision and compliance efforts, timely responses to requests for information by the
Exchange, a Compliance Official Qualification Examination and the preparation and submission to the
Exchange of statistical information regarding customer complaints. The text of the amendments is annexed
hereto as Exhibit A. The major areas of change are discussed below.

Proprietary and Employee Trading Review, Investigation and Reporting (Rules 342.21, 342.22 and 351(e))

Rule 342.21(a) requires members and member organizations to subject to review procedures trades in

NYSE listed securities and related financial instruments 1   (wherever executed) effected for the accounts of
members, allied members or employees (herein called “employees”) of the member or member organization
and their family members. Such review procedures must be reasonably designed to identify trades that may
violate the prohibitions on insider trading and manipulative and deceptive devices contained in the Securities
Exchange Act of 1934 (the “1934 Act”), in rules under the 1934 Act or in Exchange rules. For purposes of
this rule, “family member” accounts include accounts of husbands, wives, children, sons-in-law, daughters-

in-law and any household relative of employees 2  , where such accounts are introduced or carried by an
employee's member or member organization.

If it appears that any trade may have violated those laws or rules, Rule 342.21(b) requires the member or
member organization to promptly investigate to determine whether the trade did violate those laws and rules.

Rule 351(e) requires members and member organizations through a senior officer or partner, to take one of
two actions with respect to reporting to the Exchange the trades that are subject to the review procedures
required by Rule 342.21(a) (“covered trades”):

•State in writing, in the prescribed format 3   and on a quarterly basis, that they have established and carried
out procedures for reviewing covered trades, and

•If a covered trade is subject to an investigation, make written status reports.
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The format for the quarterly statement specifies that procedures have been established for reviewing the
facts and circumstances surrounding the covered trades and that the procedures have been carried out.
The member, officer or partner also states that, except as to covered trades reported to the Exchange under
Rule 351(e)(ii) as being the subject of an investigation, there is no reasonable cause to believe that any of
the proprietary trades effected during the quarter, or any of the member, allied member, employee or family
member trades effected during the quarter and reviewed, violated the statutory and rule provisions prohibiting
insider trading and manipulative and deceptive devices.

It should be noted that this rule does not mandate the examination of every employee or proprietary trade.
Rather, in reviewing trading as required by Rule 342.21, members and member organizations may review
each trade or use sampling techniques which are reasonably designed to carry out the rule's purposes,
namely discovery of anomalous trading in proprietary accounts or by employees.

If a member or member organization's procedures include a sampling of employee/family member trades,
the certification under Rule 351(e) is limited to the sample. In other words, the statement that there is no
reasonable cause to believe that a violation has occurred, as it applies to employee/family member trades,
covers only those trades actually reviewed. However, it should be noted that under any method of review, for
each calendar year, all trades in each employee/family member account covered by Rule 342.21 made during
one of the year's quarters must be reviewed.

For proprietary trades, the statement covers all proprietary trades that took place during the quarterly
reporting period and that are not the subject of investigation, even when a sampling technique is employed
for the review. Thus, if a member organization utilizes a sampling technique for review of proprietary trades,
and uncovers one or more questionable trades, the member organization would be unable to make the “no
reasonable cause” statement as to the balance of the proprietary trades for the quarter without reviewing
them. An exception to this would be where the questionable trades could be isolated to a discrete area, e.g.
the block trading desk. In that case a member or member organization may only need to review all trades
within that discrete area.

In addition, the Exchange will initially permit members and member organizations to exclude from review
proprietary trades of 1,000 shares or less or involving 10 or less equity option contracts so long as their
procedures adequately address the possibility that traders are splitting trades into smaller lots to avoid review.

As noted above, the statement required by Rule 351(e) is to be made on a quarterly basis. It must be
delivered to the Exchange by the 15 th day of the month following the quarter in which the trades occurred.

If a trade is subject to an internal investigation pursuant to Rule 342.21(b) and has not been resolved and
included in the prescribed written statement made under Rule 351(e)(i), a separate report in writing must
be made to the Exchange by the 15 th day of the month following the calendar quarter in which the trade
occurred. The report must provide details regarding the commencement of the internal investigation, the
identity of the trade and the reason it could not be included in the written statement. Subsequent quarterly
reports, due by the 15 th day of the month following the end of a quarter, must describe the progress of
each open investigation. Within one week of the completion of each investigation, a written report must
be submitted detailing the results of the completed investigation, its methodology (including any internal
disciplinary action taken), and any referral of the matter. In the case of any investigation which resulted in no
internal disciplinary action or referral, the “no reasonable cause” statement must be included as well.

Although members, member organizations and their employees are currently required to comply with the
federal securities laws and Exchange rules which address insider trading and manipulative and deceptive
practices, reports required by Rule 351(e) first apply to trades executed during the fourth calendar quarter
of this year and are thus to be filed by January 15, 1989. This lead-in period is being given in view of the
administrative changes that may be required to complete and file reports pursuant to Rule 351(e). Review of
employee trades in the fourth quarter of 1988 may cover only that quarter and need not encompass a review
for all of calendar year 1988. In other words, the fourth quarter employee trade review would be treated as
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any other quarterly review. Additionally, a member or member organization may use the fourth quarter review
as the first review for the next 12 month period and would thus complete the cycle for review of trading in all
employee accounts in the third quarter of 1989.

The required reports should be submitted to:

New York Stock Exchange, Inc.

Data Control Section

20 Broad Street

22 nd Floor

New York, New York 10005

Annual Compliance Report (Rule 342.30)

Rule 342.30 requires the annual preparation of an internal report covering each member's and each
member organization's supervision and compliance efforts during the preceding year. The report must be in
writing and submitted by April 1 to the firm's chief executive officer or managing partner and must include a
tabulation of statistics and reports pertaining to customer complaints and internal investigations (as required

by Rules 351(d) 4   and (e)(ii)); identification and analysis of significant compliance problems and plans for
future systems and procedures to prevent and detect violations and problems; and an assessment of the
preceding year's supervisory and compliance efforts in specified areas. The areas specified in the rule are:
antifraud and trading practices; investment banking activities; sales practices; books and records; finance and
operations; and supervision.

This rule first covers calendar year 1988 (i.e., the first report is due April 1, 1989).

Compliance with Information Requests (Rules 342.20, 476 and 476A)

New Rule 342.20 makes it clear that, when the Exchange requests information from a member or member
organization regarding trades effected by the member or member organization, such information shall be
submitted by the date required by the Exchange. Under the rule, the Exchange intends to set reasonable
deadlines for information requested of members or member organizations. Amended Rule 476(a)(11) and
the amendment to Rule 476A (Imposition of Fines for Minor Violations of Rules) permit the Exchange to take
appropriate disciplinary action, including levying fines under Rule 476A, for failing to comply timely with any

request for information, including those made pursuant to Rule 342.20. 5 

Compliance Official Examination (Rule 342.13(b))

New Rule 342.13(b) sets forth certain examination requirements for individuals acting as compliance officials.

Included within the category of compliance officials are all active members not associated with a member
organization and individuals at member organizations designated to direct a firm's day-to-day compliance
activity or who directly supervise 10 or more persons who carry out that activity. In addition, the General
Securities Sales Supervisor Qualification Examination, the Series 8, is required of such compliance officials
and members (where the member or member organization conducts business with the public).

The Compliance Official Qualification examination is currently being developed in conjunction with industry
committees and it is anticipated that administration will commence by year end 1988. Information regarding
the effective date of the examination requirement, examination content, waivers, study materials and
registration requirements will be disseminated well in advance of implementation.

Customer Complaints (Rule 351(d))
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New Rule 351(d) requires members and member organizations to report to the Exchange statistical
information regarding customer complaints. Over the last several months, the Exchange has worked with
a group of member organizations on establishing the type of and format for information to be reported. As
a result of this group's efforts, information relative to complaints is being categorized into “Problem” and
“Product” codes to make compilation and reporting easier.

The format for reporting customer complaint statistical information is still being developed by the Exchange
and the working group. Once the format is agreed upon, it, along with information regarding the requirements
for frequency of reporting, will be communicated to all affected parties. Until then, these reporting
requirements do not apply.

* * * *

Questions concerning the regulatory initiatives discussed in this memorandum may be directed to Donald
Siemer, Director of Rule & Interpretive Standards, (212) 656-6940 or Patricia Pallingayan, Senior Special
Counsel, (212) 656-2744.

Edward A. Kwalwasser

Senior Vice President

Member Firm Regulation

Exhibit A

Offices - Approval, Supervision and Control

Rule 342. (a) - (e) [No change.]

… Supplementary Material:

.10 - .12 [No change.]

.13 Acceptability of supervisors and compliance officers.

(a) Generally. - Any member, allied member or employee who is a candidate for acceptability under (d) above
should have a creditable record as a registered representative or equivalent experience, and is expected to
pass either the Allied Member Examination or the Branch Office Manager Examination to qualify under (d)
(1) or (2), or an examination acceptable to the Exchange which demonstrates competency to supervise a
specific sales department or activity to qualify under (d)(3). The examination requirement may be waived at
the discretion of the Exchange. Special examinations may be arranged for persons whose principal work is in
unusual fields.

(b) Compliance officials. - Each member not associated with a member organization and, in the case of a
member organization, the person (or persons),designated to direct day-to-day compliance activity (such
as the Compliance Officer, Partner or Director) and each other person at the member organization directly
supervising ten or more persons engaged in compliance activity should have overall knowledge of the
securities laws and Exchange rules and must pass the Compliance Official Qualification Examination and, if
the member or member organization does business with the public, the General Securities Sales Supervisor
Qualification Examination (Series 8). Where good cause is shown, the Exchange, at its discretion, may waive
all or a portion of the examination requirements. The Exchange may give consideration to the scope of the
member or member organization's activity, to previous related employment, and to examination requirements
of other self-regulatory organizations. In such cases, the Exchange must be satisfied that the person is
qualified for the position.

.14 - .17 [No change.]

.20 Information requests. - In connection with its investigation of anomalous trading activity and for other
purposes, the Exchange from time to time requests from members and member organizations detailed
information regarding trades effected by the member or member organization in specified NYSE listed
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securities and related financial instruments during a specified period. Each member not associated with
a member organization and each member organization shall comply with each such request by the date
required by the Exchange.

.21 Trade review and investigation. - In order to help assure its compliance with the provisions of the
Securities Exchange Act of 1934, the rules under that act and the rules of the Exchange prohibiting insider
trading and manipulative and deceptive devices, each member not associated with a member organization
and each member organization, in addition to carrying out such other supervisory procedures as may be
necessary to discharge its supervisory responsibilities as to compliance with Federal securities laws and rules
and Exchange rules generally, shall:

(a) Subject trades in NYSE listed securities and in related financial instruments which are effected for
the account of the member or member organization or for the accounts of members, allied members or
employees of the member or member organization and their family members (including trades reported by
other members or member organizations pursuant to Rules 406 and 407) to review procedures that the
member or member organization determines to be reasonably designed to identify trades that may violate
the provisions of the Securities Exchange Act of 1934, the rules under that act or the rules of the Exchange
prohibiting insider trading and manipulative and deceptive devices, and

(b) Conduct promptly an internal investigation into any trade that appears that it may have violated those laws
and rules to determine whether it did violate those laws and rules.

The Exchange, at its discretion, may exclude from these review and investigation requirements particular
classes of persons, trades, securities and related financial instruments.

.22 Definition of related financial instrument. - For the purpose of Paragraphs .20 and .21, “related financial
instrument” means:

(a) Any stock underlying an NYSE listed stock option or included in an index stock group underlying an NYSE
listed index stock group option,

(b) Any stock option on an NYSE listed stock,

(c) Any index stock (bond) group option on a stock (bond) group that includes an NYSE listed stock (bond),

(d) Any futures contract on a stock (bond) group that includes an NYSE listed stock (bond), and

(e) Any option on any such futures contract.

.30 Annual report. - By April 1 of each year, each member not associated with a member organization and
each member organization shall prepare, and each member organization shall submit to its chief executive
officer or managing partner, a report on the member or member organization's supervision and compliance
effort during the preceding year. The report shall include:

(a) A tabulation of the reports pertaining to customer complaints and internal investigations made to the
Exchange during the preceding year pursuant to Rules 351(d) and (e)(ii),

(b) Identification and analysis of significant compliance problems, plans for future systems or procedures to
prevent and detect violations and problems, and an assessment of the preceding year's efforts of this nature,
and

(c) Discussion of the preceding year's compliance efforts, new procedures, educational programs, etc. in each
of the following areas:

(i) Antifraud and trading practices,

(ii) Investment banking activities,

(iii) Sales practices,

(iv) Books and records,

(v) Finance and operations, and
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(vi) Supervision.

If any of these areas do not apply to the member or member organization the report should so state.

Reporting Requirements

Rule 351

(a) [No change.]

(b) [No change.]

(c) [No change.]

(d) At such intervals and in such detail as the Exchange shall specify, each member not associated with
a member organization and each member organization shall report to the Exchange statistical information
regarding customer complaints relating to such matters as may be specified by the Exchange. For the
purpose of this paragraph (d), “customer” includes any person other than a broker or dealer.

(e) Each member not associated with a member organization and a senior officer or partner of each member
organization shall take one or both of the following two actions in relation to the trades that are subject to the
review procedures required by Rule 342.21(a):

(i) Sign a written statement in the form specified below and deliver it to the Exchange by the 15 th day of the
month following the calendar quarter in which the trades occurred, and

(ii) As to any such trade that is the subject of an internal investigation pursuant to Rule 342.21(b), but has not
been both resolved and included in the written statement made pursuant to subparagraph (i) above, report in
writing to the Exchange:

(A) The commencement of the internal investigation, the identity of the trade and the reason why the trade
could not be the subject of a written statement made pursuant to subparagraph (i) above(report by the 15 th

day of the month following the calendar quarter in which the trade occurred).

(B) The quarterly progress of each open investigation (report by the 15 th day of the month following the
quarter).

(C) The completion of the investigation, detailing the methodology and results of the investigation, any
internal disciplinary action taken, and any referral of the matter to the Exchange,another self-regulatory
organization, the Securities and Exchange Commission or another Federal agency; and including, where no
internal disciplinary action has been taken and no such referral has been made, a written statement in relation
to the trade in the form specified below (report within one week after completion of the investigation).

The statement that subparagraph (i) requires shall read substantially as follows:

(1) [I/NAME OF MEMBER ORGANIZATION] [have/has] established procedures for reviewing the facts and
circumstances surrounding trades in NYSE listed securities and related financial instruments for [my/the]
account [of NAME OF MEMBER ORGANIZATION] (“Proprietary Trades”)and for the accounts of [my/its]
[members,allied members and) employees and their family members, including trades reported by other
members or member organizations pursuant to Rules 406 and 407, (“Employee Trades”), which procedures
[I/NAME OF MEMBER ORGANIZATION][have/has] determined to be reasonably designed to identify trades
that may violate the provisions of the Securities Exchange Act of 1934, the rules under that act or the rules of
the Exchange prohibiting insider trading and manipulative and deceptive devices,

(2) I, my designees or the senior supervisors responsible for particular activities have carried out those
procedures in relation to Proprietary Trades and Employee Trades effected during the [ORDINAL, NUMBER]
quarter of [YEAR], and

(3) Based upon my assessment of the adequacy of those procedures and of the diligence of those carrying
out those procedures, and except as to Proprietary Trades and Employee Trades that I have reported to the
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Exchange pursuant to Rule 351(e)(ii) as the subject of internal investigation, I have no reasonable cause to
believe that:

(a) any one or more of the Proprietary Trades effected during the period referred to in clause (2) above, or

(b) any one or more of the Employee Trades both effected during that period and reviewed under those
procedures

violated the provisions of the Securities Exchange Act of 1934, the rules under that actor the rules of the
Exchange prohibiting insider trading and manipulative and deceptive devices.

When a statement pertains to one or more trades that have been the subject of an internal investigation
pursuant to Rule 342.21(b) but as to which no internal disciplinary action has been taken and no referral of
the matter to the Exchange, to another self-regulatory organization or to a Federal agency has been made,
the statement that subparagraph (ii)©requires shall be as above, except that it shall refer to the particular
trade(s) (rather than to the trades of a particular calendar quarter) and shall omit the clause excepting trades
reported as the subject of an investigation. For the purpose of this paragraph (e), a “senior officer or partner”
means (i) the chief executive officer or managing partner or (ii) either (A) any other officer or partner who is
a member of the member organization's executive or management committee or its equivalent committee
or group or (B) if the member organization has no such committee or group, any officer or partner having
senior executive or management responsibility who reports directly to the chief executive officer or managing
partner. If, in the case of a member organization, its chief executive officer or managing partner does not sign
the statement, a copy of the statement shall be provided to the chief executive officer or managing partner.

… Supplementary Material:

.10 Any report required pursuant to paragraphs (a), (b) or (d) of this Rule 351 shall be submitted to the
Exchange on a form or forms prescribed by the Exchange.

Disciplinary Proceedings Involving Charges Against Members, Member Organizations, Allied Members -
Approved Persons, or Employees

Rule 476.

(a) [No change.]

(1) - (10)[No change.]

(11) refusing or failing to comply with a request of the Exchange to submit his or its books and records
(including those books and records with respect to which such member, member organization, allied member,
approved person, or registered or non-registered employee has access and control) to the Exchange or any
other self-regulatory organization, as defined in Section 3(a)(26) of the Securities Exchange Act of 1934, or to
furnish information to or to appear or testify before the Exchange or such other self-regulatory organization, or
failing to take any of the foregoing actions on the date or within the time period that the Exchange requires; or

[No change to end.]

List of Exchange Rule Violations and Fines Applicable Thereto Pursuant to Rule 476A

• Rule 15(c) requirement to issue ITS pre-opening notifications

• Rule 15A requirement to comply with ITS block-trade policy

• Rule 79A.30 requirement to obtain Floor Official approval for trades at wide variations from last sale

• Rule 123A.40 requirement to obtain Floor Official approval for election of stop orders

• Rule 104.12 Specialist investment account rule violations

• Rule 112(d) Competitive Trader stabilization requirement violations

•Record retention rule violations (Rules 117, 121, 123, 123A.20, 345.11, 410, 432(a) and 440)
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•Reporting rule violations (Rules 97.40, 104A.50, 107.30, 112A.10, 312(a), (b)& (c), 313, 345.13, 346(c), 351,
421, 440F, G & H and 706)

•Violations of Exchange policies regarding procedures to be followed in delayed opening situations

• Rule 134(c) and (e) requirement to comply with specified QT Procedures and time periods

• Rule 440B short sale rule violations

• Rule 107.10 RCMM stabilization requirement violations

•Requirement to participate in the pilot program to test revisions to the Specialist Performance Evaluation
Questionnaire (“SPEQ”) and its associated processes by completing and returning “screening” and “SPEQ”
questionnaires within specified time periods

•Failure to collect and/or submit all audit trail data specified in Rule 132

•Failure to transfer a customer securities account in accordance with the requirements of Rule 412 and the
interpretations thereunder

• Rule 762 requirements to file option trade information

•Failure to Obtain Exchange Approval Rule Violations (Rules 312(h) & (i), 342(c), 342.10, 382(a) and 791(c))

• Rule 343 requirements relating to member organization office sharing arrangements

• Rule 387 requirements for customer COD/POD transactions

• Rule 407 requirements for transactions of employees of the Exchange, member organizations or certain
non-member organizations

• Rule 408(a) requirement that written authorization be obtained for discretionary power in a customer's
account

• Rules 451 and 452 requirements relating to transmission of proxy material and authorizing the giving of
proxies

• Rule 726 options disclosure document and prospectus delivery requirement violations

• Rule 781 allocation of exercise assignment notice violations

•Failure to submit books and records or to furnish information on the date or within the time period that the
Exchange requires (Rule 476(a)(11))

Fine Amount                  Individual          Member Organization

First time fined             $ 500               $1,000

\1/Second time fined         $1,000              $2,500

\1/Subsequent fines          $2,500              $5,000

\1/ Within a “rolling” 12-month period

National Securities Clearing Corporation

                    CUSTOMER SECURITIES ACCOUNT TRANSFER
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                    CASH/MARGIN INSTRUCTION

                                                                                DATE

RECEIVING FIRM CLEARING NUMBER (1)                CARRYING FIRM CLEARING NUMBER (2)

RECEIVING FIRM ACCOUNT NUMBER (3)                 CARRYING FIRM ACCOUNT NUMBER (4)

ACCOUNT TITLE (5)

ACCOUNT TYPE (6)    OCC RECEIVING CLEARING NO. (7)          TAX ID OR SOCIAL SECURITY
 NUMBER

C

RECEIVING FIRM NAME

______________________________________________________________________________________

ADDRESS

     Please receive my entire securities account from the below indicated carrying

     organization and remit to it the debit balance or accept from it the credit

     balance in my securities account.

CARRYING FIRM NAME

______________________________________________________________________________________
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ADDRESS

     Please transfer my entire securities account to the above indicated receiving

     organization, which has been authorized by me to make payment to you of the

     debit balance or to receive payment of the credit balance in my securities

     account. I understand that to the extent any assets in my securities account are

     not readily transferable, with or without penalties, such assets may not be

     transferred within the time frames required by New York Stock Exchange 

Rule 
     412 or similar rule of the National Association of Securities Dealers or other

     designated examining authority.

     Unless otherwise indicated in the instruction below, I authorize you to

     liquidate any nontransferable proprietary money market fund assets that are

     part of my securities account and transfer the resulting credit balance to the

     receiving organization. I understand that you will contact me with respect to

     the position of any other assets in my securities account that are

     nontransferable. If certificates or other instruments in my securities account are

     in your physical possession, I instruct you to transfer them in good deliverable
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     form, including affixing any necessary tax waivers, to enable such receiving

     organization to transfer them in its name for the purpose of sale, when and as

     directed by me. I further instruct you to cancel all open orders for my securities

     account on your books.

     I affirm that I have destroyed or returned to you any credit/debit cards and or

     unused checks issued to me in connection with my securities account.

     Instruction: Disposition of Money Market Fund Assets Other Than Liquidation

     and Transfer

CUSTOMER'S SIGNATURE                                                  DATE

CUSTOMER'S SIGNATURES IF JOINT ACCOUNT                                DATE

It is suggested that a copy of the customer's most recent account statement be

attached.

RECEIVING ORGANIZATION CONTACT                                        TELEPHONE NUMBER

NAME                                                                  (   )

FOR BROKER USE ONLY

MUTUAL FUND REGISTRATION INSTRUCTIONS                                 TAX ID NUMBER
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NAME

ADDRESS

DIVIDEND AND CAPITAL GAINS OPTION

    []REINVEST      []DIVIDEND/CAPITAL GAINS       []ALL CASH     []ISSUE CERTIFICATE  
 []DEPOSIT TO NEW

                    REINVEST                                                         PLAN

DEPOSIT TO EXISTING PLAN

_______________________________________________________________________

BROKER INSTRUCTIONS (IF BROKER AGREEMENT EXISTS)

NAME

ADDRESS

REGISTERED REP NAME                                                        REGISTERED REP
 NUMBER

BRANCH

National Securities Clearing Corporation

                    CUSTOMER RETIREMENT PLAN SECURITIES ACCOUNT

                    TRANSFER INSTRUCTION

                                   [] BROKER                     DATE
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                                     CHANGE ONLY

RECEIVING FIRM CLEARING NUMBER (1)                CARRYING FIRM CLEARING NUMBER (2)

RECEIVING FIRM ACCOUNT NUMBER (3)                 CARRYING FIRM ACCOUNT NUMBER (4)

ACCOUNT TITLE (5)

ACCOUNT TYPE I = IRA, Q =        OCC RECEIVING CLEARING           TAX ID OR SOCIAL
 SECURITY

QUALIFIED (6)                    NO. (7)                          NUMBER

PRIOR CUSTODIAN, TRUSTEE NAME AND ADDRESS                             TAX ID NUMBER OR

                                                                      PRIOR CUSTODIAN

You are the custodian/trustee for my retirement plan securities account with:

CARRYING FIRM NAME

ADDRESS

as my broker. Please be advised that I have amended my retirement plan and have adopted a
 new retirement plan

with the below indicated as successor custodian/trustee and as broker.

RECEIVING FIRM NAME

ADDRESS
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     Pursuant to said amendment, please transfer all assets in my account to such
 successor custodian/trustee. I

     understand that to the extent any assets in my account are not readily transferable,
 with or without penalties,

     such assets may not be transferred within the time frames required by New York Stock
 Exchange 

Rule 412

     or similar rule of the National Association of Securities Dealers or other
 designated examining authority.

     I understand that the above indicated carrying organization will contact me with
 respect to the disposition of

     any assets in my account that are nontransferable. I authorize you to deduct any
 outstanding fees due you

     from the credit balance in my account. If my account does not contain a credit
 balance, or if the credit

     balance in the account is insufficient to satisfy any outstanding fees due you, I
 authorize you to liquidate the

     assets in my account to the extent necessary to satisfy any outstanding fees due
 you. If certificates or other

     instruments in my account are in your physical possession, I instruct you to
 transfer them in good

     deliverable form, including affixing any necessary tax waivers, to enable the
 successor custodian/trustee to
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     transfer them in its name for the purpose of sale, when and as directed by me. Upon
 receiving a copy of this

     transfer instruction, the carrying organization will cancel all open orders for my
 account on its books.

CUSTOMER SIGNATURE                                                              DATE

Please be advised that: SUCCESSOR CUSTODIAN/TRUSTEE NAME                        TAX ID
 NUMBER

ADDRESS

will accept the above captioned account as successor custodian/trustee.

Please send all checks to                                                                
        and

__________________________________________________________________________________

non-DTC eligible items to

___________________________________________________________________________

SUCCESSOR CUSTODIAN/TRUSTEE AUTHORIZED                      DATE

SIGNATURE

TAX ID NUMBER SUCCESSOR CUSTODIAN                           DATE OF TRUST

It is suggested that a copy of the customer's most recent account statement be

attached.
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RECEIVING ORGANIZATION CONTACT                              TELEPHONE NUMBER

NAME                                                        (   )

FOR BROKER USE ONLY

MUTUAL FUND REGISTRATION INSTRUCTIONS                       TAX ID NUMBER

NAME

ADDRESS

 DIVIDEND AND CAPITAL GAINS OPTION

                    DIVIDEND/CAPITAL                        ISSUE               DEPOSIT
 TO

    []REINVEST      []GAINS REINVEST          []ALL CASH      []CERTIFICATE        []NEW
 PLAN

DEPOSIT TO EXISTING PLAN

_______________________________________________________________________

BROKER INSTRUCTIONS (IF BROKER AGREEMENT EXISTS)

NAME

ADDRESS

REGISTERED REP NAME                                              REGISTERED REP NUMBER
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BRANCH

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  "Related financial instruments" is defined in Rule 342.22, which is included in Exhibit A.
2  Members and member organizations are also reminded of the requirements of Rules 406 and 407

concerning member, allied member and employee accounts carried at other organizations. "Employee
accounts" include any account in which an employee has an interest or has the power, directly or
indirectly, to make investment decisions.

3  The format prescribed for the statement appears in amended Rule 351(e) in attached Exhibit A.
4  See page 6 in this memo concerning the requirements of new Rule 351(d) relating to reports on

customer complaints.
5  A complete list of all rules currently subject to Rule 476A procedures is attached. See Information Memo

Number 85-6 for a detailed discussion of the Rule 476A procedures.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 88-20

Click to open document in a browser

August 2, 1988

  

Member Firm Regulation

PLEASE ROUTE TO OPTION, MARGIN, CASHIER, COMPLIANCE, ACCOUNT TRANSFER (412) AND DATA
PROCESSING DEPARTMENTS

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF OPERATIONS OFFICERS/PARTNERS

SUBJECT: NATIONAL SECURITIES CLEARING CORPORATION (NSCC)/OPTIONS CLEARING
CORPORATION (OCC) OPTIONS ACCOUNT TRANSFER INTERFACE

Exchange Rule 412, “Customer Securities Account Transfers”, requires account transfers be accomplished
through a registered clearing agency having an automated customer account transfer system when both
the carrying and receiving member organizations are participants in such a clearing agency. The National
Securities Clearing Corporation (NSCC) developed the Automated Customer Account Transfer System
(“ACATS”) in 1986. The Midwest Clearing Corporation and Stock Clearing Corporation of Philadelphia have
also established links with the NSCC System.

Since many customer accounts include options positions, the Exchange requested NSCC and Options
Clearing Corporation (OCC) to establish a link between the existing OCC automated option position transfer
system and the ACATS System. This interface for transferring options positions that are contained in
accounts being transferred has been operating on a selective pilot basis since January 1, 1987 and was
expanded by NSCC on August 5, 1988 (see NSCC Important Notice A3024, dated June 30, 1988) to include
all ACATS participants with valid OCC clearing numbers on a voluntary basis.

Mandatory Use

Effective October 24, 1988 use of the options interface will become mandatory for all member organizations
using ACATS. On this date certain changes will also be implemented that require new procedures and
changes to the Transfer Initiation Form (“TIF”). Copies of the new “TIF” for both retail and retirement plan
accounts are attached and are available from NSCC. The new form must be used for ACATS input if the
submitting participant, receiver or deliverer, has an OCC clearing number which differs from its NSCC
clearing number. Member organizations not falling into this category may use the old “TIF” until current
supplies are exhausted, at which time the new forms must be ordered.

Expiring Options Procedures

On and after October 24, 1988, the following procedures shall apply to an option position subject to an
approaching expiration date that is part of a customer's securities account being transferred. These
procedures shall apply to all transfers whether or not they are processed through the NSCC/OCC Interface.
They are intended to insure uniformity and minimize the risk to a delivering organization with regard to
expiring options.

1. Asset Input - Rule 412(b)(1) requires a delivering organization to validate or take exception to a transfer
instruction within five (5) business days following its receipt. The delivering member organization shall
validate an option asset with a Delivery Method Indicator of “E” if asset input is initiated on or after the
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Thursday of the week prior to that option's week of expiration. An option's underlying asset 1   shall be
validated with a Delivery Method Indicator of “U” (Security) or “C” (Cash). For example, if an account to be
transferred contains an option position that will be expiring on August 20, 1988, the delivering organization
must use the special Delivery Method Indicators on any day following August 10, 1988. Delivery Method
Indicators are further detailed in the NSCC Important Notice A3024, dated June 30, 1988.

2. Asset Deletion - If an Equity or Index Option position in an account (already in the transfer process) has not
settled at OCC by Tuesday of the week of expiration of the option, such option must first be deleted and then
added using Delivery Method Indicator “E”, and the options underlying assets must also be deleted and then
added using Delivery Method Indicators “U” or “C” in order to preclude transfer until after option expiration
date. Such deletions therefore may occur no earlier than the Monday prior to expiration Saturday. The above
procedure also applies to government securities and foreign currency options positions that have not settled
at OCC by Monday of the week of expiration of the option. However, the deletion may occur no earlier than
the Friday prior to expiration Friday.

3. Asset Settlement - The delivering organization must make delivery of any underlying assets or assets
attributable to the exercise or assignment of expiring options to the receiving firm within five (5) business days
from the option expiration. The receiving firm must accept these assets and any debit balances associated
with the option transactions. Member organizations are expected to implement procedures to insure delivery
within the above mentioned five (5) business day period.

Freeze of Account Interpretation

Also effective October 24, 1988, Rule 412 Interpretation (b)(1)/03 shall be amended to read in its entirety as
follows:

/03 Validation of Transfer Instruction - Freeze of Account (Carrying Organization)

Upon validation of a transfer instruction, the carrying organization should “freeze” the account to be
transferred, i.e., all open orders should be cancelled and no new orders should be accepted; except for
transactions closing option positions which expire within seven (7) business days.

The above change is intended to permit the closing of option positions which the delivering organization has
validated with a Delivery Method Indicator of “E”.

Questions relating to this memorandum should be directed to Rudolph J. Schreiber at (212) 656-5226.

Raymond J. Hennessy

Vice-President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Underlying assets are any funds or securities the delivering organization normally necessitates as their
margin maintenance requirements.
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July 21, 1988

  

Member Firm Regulation

PLEASE ROUTE TO TRADING, CREDIT, OPERATIONS AND COMPLIANCE PARTNER/OFFICER

 TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: Dividend - Roll Programs

Recently the staff of the Board of Governors of the Federal Reserve System (FRB) issued an opinion
regarding Regulation T payment procedures for dividend-roll or dividend-recapture programs (dividend-
rolls). (A copy of the FRB opinion is attached as Exhibit A.) This memorandum will summarize payment and
borrowing requirements for such transactions.

CASH ACCOUNTS

According to the FRB opinion, dividend-roll transactions may be made in a cash account provided full
payment is received by trade date for the security purchased. If full payment is not received on trade date,
the customer's account is subject to the 90-day freeze provision of Regulation T, Section 220.8©. The 90-day
freeze commences at the time of sale (trade date) of the unpaid for security. While the customer's account
is subject to the 90-day freeze, the customer must deposit sufficient funds to fully cover any new purchase
transaction before the member organization may accept such purchase order for the account.

The 90-day freeze is automatically lifted if full payment is received for the purchased security by the seventh
(7 th) business day following trade date of the purchase, and none of the proceeds from the sale have
been withdrawn or applied to the purchase. New York Stock Exchange Rule 431(f)(9) prohibits member
organizations from allowing customers to make a practice of becoming subject to the 90-day freeze. (See
pages 4395.1, 4395.2, 6425 and 6426 of the Exchange's Interpretation Handbook for additional information
regarding 90-day freeze requirements). Further, the FRB staff has advised that if this occurs more than once,
a member organization is required to advise the customer that future dividend-roll transactions are to be done
in a margin account.

The FRB staff has taken the position that where the mechanics of dividend roll transactions prevent payment
from being actually received at the time of the sale, the 90-day freeze provision need not be imposed if the
customer's full payment for the security purchased is received within two (2) days of trade date of sale. Also
that payments received must be retained in the account for at least one day.

MARGIN ACCOUNTS

The FRB opinion permits dividend-roll transactions in a margin account provided they are undertaken in
accordance with the requirements of Regulation T. Member organizations must also ensure that such
transactions are conducted in accordance with Exchange Rule 431.

BORROWING SECURITIES

Exchange Rule 440C, “Deliveries Against Short Sales”, requires that member organizations effecting short
sales, either for their own account or for accounts of customers, must be in a position to complete the
transaction. Therefore, no orders to sell short shall be accepted or entered unless prior arrangements to
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borrow the stock exist or reliance is made upon other acceptable assurances that delivery can be made on
settlement date.

In accordance with Regulation T, Section 220.16 ‘Borrowing and Lending Securities’, a broker-dealer is
prohibited from borrowing securities unless they are needed to make an actual delivery in connection with a
specific transaction that has already occurred or is about to occur; that is, a transaction the broker-dealer is
entering for execution (generally trade date, but may be day before trade date if market conditions delayed
the execution of the transaction).

Regulation T does not authorize a broker-dealer to borrow securities merely to have the securities on hand
or to anticipate some need that may or may not arise in the future. The fact that a broker-dealer may have
received instructions from a customer to purchase a security on a specific date in the future, which will result
in a short sale by the broker-dealer, is not an acceptable reason for borrowing the securities prior to the date
on which the actual order is entered. Any borrowing based on a contemplated future transaction is prohibited
by Regulation T as it is not for a purpose permitted in Section 220.16.

Lenders of securities must make a good faith effort to determine the purpose for which their securities are
being borrowed and that the purpose is one that is permitted under Regulation T.

Inquiries regarding this circular should be directed to Mr. Richard Nowicki (212) 656-7683 or Mr. Steven
Levine (212) 656-7080.

Edward Kwalwasser

Senior Vice President

Exhibit A

CASH ACCOUNT - Dividend Roll

Dividend-roll or dividend-recapture programs are not permitted in the cash account unless sufficient funds for
full cash payment are in the account on trade date. This anti-free-riding rule, emanates from the requirement
for an agreement that the customer does not contemplate selling the security purchased in the account
before paying for it. In these programs, of course, the customer contemplates selling the security as soon as
possible after purchase.

No comparable agreement is required by the margin account section of Regulation T. Cash transactions in
that account, or a subsection of that account, are not subject to the same limitations as those in the cash
account. Payment in a margin account should be made by settlement date.

Dividend-roll transactions can be effected (1) in a cash account if full payment is made for the purchase on
trade date or (2) in a margin account if payment can be made on either trade date or settlement date of the
purchase. STAFF OP. of Feb. 5, 1988. Authority. 12 CFR 220.8(a)(1).

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

177

http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 88-18

Click to open document in a browser

June 17, 1988

  

Member Firm Regulation

 To: Chief Financial officers and Partners

Subject: Financial Reports Filed with the New York Stock Exchange, Inc.

This is a reminder that member firms and independent public accounting firms are requested to file financial
reports required under SEC Rule 240.17a-5 directly with the Data Control Section of the New York Stock
Exchange, Inc. The request applies as well to the hard copy reports submitted by and for those firms that
report electronically.

Member firms should make their independent accountants aware of the reminder.

The reports should be sent to the following address:

New York Stock Exchange, Inc

Data Control Section

20 Broad Street

22 nd Floor

New York, NY 10005

Raymond J. Hennessy

Vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

178

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P88-18%2909013e2c855b2eac?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 88-17

Click to open document in a browser

June 10, 1988

  

Market Surveillance

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Procedures for Handling Market-At-The-Close Orders on June 17, 1988 (“Expiration Friday”)

Pursuant to the Securities and Exchange Commission's request, the NYSE will implement procedures
regarding the entry of market-at-the-close orders on “expiration Friday” this June 17, 1988, as outlined below.
The June 17 Procedures have been filed as a rule with the SEC.

These procedures, as well as pertinent questions and answers (attached) pertaining to the handling of
market-at-the-close orders are addressed in this memorandum.

Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of market at-the-close orders on so-called
“expiration Fridays” (the Fridays preceding the expiration or settlement of options or futures contracts based
on a stock index). The procedures, which may be used only on expiration Fridays, are intended to provide an
orderly means for handling market at-the-close orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using market at-the-close orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

Fifty Pilot Stocks

For the purpose of facilitating the publication of any significant order imbalance in one of the 50 Pilot Stocks
(see attached list),

You must enter all market-at-the-close orders, relating to index arbitrage positions, by 3:30 p.m. eastern
time. It should be noted that, pursuant to Rule 13, an order for execution at the close may only be entered for
execution at-the-market; “limit-at-the-close” orders are not permitted.

As soon as possible after 3:30 p.m., the Exchange will publish on the tape any imbalance of market-at-the-
close orders of 50,000 shares or more that existed at 3:30 p.m. in those 50 stocks. While market-at-the-
close orders previously entered may be cancelled or reduced in size, once such publication has been made,
any market-at-the-close orders subsequently entered will be accepted only to trade on the opposite side of
the market in relation to such published imbalance. The liquidation of positions relating to index arbitrage
using market-at-the-close orders entered after 3:30 p.m. is not permitted, even if such orders might offset
net reported imbalances. In the event that no imbalance message is disseminated in a particular stock, no
market-at-the-close orders will be accepted after 3:30 p.m. in that issue.

Due to cancellations or reductions and entry of offsetting market-at-the-close orders, the imbalance of market-
at-the-close orders published as of 3:30 p.m. may not reflect the imbalance that exists at the close.
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These procedures relate only to the 50 pilot stocks. Regular procedures will apply to all other listed securities.

Printing at the Close

Where there is an imbalance in market at-the-close orders, the imbalance may, at the close of trading, be
executed against the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be
executed against the offer. An imbalance of sell orders would be executed against the bid.) The member
may then stop the remaining buy and sell orders against each other and pair them off at the price of the
immediately preceding sale described above. The “pair off” transaction would be printed on the tape as
“stopped stock.”

Where the aggregate size of buy market at-the-close orders in a stock equals the aggregate size of sell
market at-the-close orders, they may be “stopped” against each other and paired-off at the price of the last
sale on the Exchange just prior to the close of trading in that stock on that day. The transaction should be
reported to the Consolidated Tape as “stopped stock.”

“G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders, must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-off
“at-the-close” orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing
price that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-
market theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms
of a “plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if
the order was a market order to sell “long” or a market order to buy.

Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Rules 9a-2, 10a-1, 10b-5, as well
as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Robert J. McSweeney at (212) 656-6766
or Mr. David Leibowitz at (212) 656-4588.

Robert J. McSweeney

Vice President

                                   

Attachments
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                                 ATTACHMENT A

                                  50 Pilot Stocks

                        

June 17 1988 - “Expiration Friday”

SYMBOL        STOCK

ALD           ALLIED SIGNAL INC.

AA            ALUMINUM COMPANY OF AMERICA

AXP           AMERICAN EXPRESS COMPANY

AHP           AMERICAN HOME PRODUCTS CORPORATION

T             AMERICAN TELEPHONE AND TELEGRAPH

AIT           AMERITECH

AN            AMOCO CORPORATION

ARC           ATLANTIC RICHFIELD COMPANY

BEL           BELL ATLANTIC CORPORATION

BLS           BELL SOUTH CORPORATION

BS            BETHLEHEM STEEL CORPORATION
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BA            BOEING COMPANY

BMY           BRISTOL MYERS COMPANY

CHV           CHEVRON CORPORATION

KO            COCA COLA COMPANY

DEC           DIGITAL EQUIPMENT CORPORATION

DOW           DOW CHEMICAL COMPANY

DD            DU PONT COMPANY

EK            EASTMAN KODAK COMPANY

XON           EXXON CORPORATION

Z             F. W. WOOLWORTH COMPANY

F             FORD MOTOR COMPANY

GE            GENERAL ELECTRIC COMPANY

GM            GENERAL MOTORS CORPORATION

GT            GOODYEAR TIRE AND RUBBER COMPANY

GTE           GTE CORPORATION

HWP           HEWLETT PACKARD COMPANY
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IBM           INTERNATIONAL BUSINESS MACHINES CORP.

IP            INTERNATIONAL PAPER COMPANY

JNJ           JOHNSON AND JOHNSON

MCD           MCDONALDS CORPORATION

MRK           MERCK AND COMPANY

MMM           MINNESOTA MINING AND MANUFACTURING

MOB           MOBIL CORPORATION

NAV           NAVISTAR INTERNATIONAL CORP.

NYN           NYNEX CORPORATION

PAC           PACIFIC TELESIS GROUP

MO            PHILIP MORRIS COS INC. HOLDING CO.

PA            PRIMERICA CORP.

PG            PROCTOR AND GAMBLE COMPANY

RJR           RJR NABISCO INC.

RD            ROYAL DUTCH PETROLEUM COMPANY

S             SEARS ROEBUCK AND COMPANY
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SBC           SOUTHWESTERN BELL CORPORATION

TX            TEXACO INC.

UK            UNION CARBIDE CORPORATION

UTX           UNITED TECHNOLOGIES CORPORATION

X             USX CORPORATION

WMT           WAL MART STORES INC.

WX            WESTINGHOUSE ELECTRIC CORP.

This list consists of the 30 DJIA stocks; 3 Major Market Index stocks that are not in the DJIA; and the

remaining 17 stocks are the highest weighted 1   S&P 500 stocks that are neither in the DJIA or Major Market
Index.

MEMORANDUM

Date: June 10, 1988

TO: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” openings and Market on Close (MOC) Orders

Openings

Q. Can “limit at the openings” (“limit OPG”) orders be entered in the stocks that are not among the 50
stocks included in the pilot?

A. “Limit at the opening” (“limit OPG”) orders are not permitted in any stocks on expiration Friday. On all other
days these orders are permitted. (“Limit at the close” orders are not permitted at any time.)

Q. When can specialists obtain an OARS status request?

A. At any time after 7:30 a.m., in any stock (specialists should review OARS inquiry, freeze and opening
procedures to avoid problems).

Q. Must specialists wait until 9:27 a.m. to start the ITS pre-opening application?

A. No. ITS Pre-Opening notifications may be issued beginning at 9:00 a.m.

Q. Are “G” orders to sell short at the market handled differently at the opening then at the close on
expiration day?

A. Yes, “G” short market orders are covered by two different procedures. At the opening they are handled as
they are on any other day. “G” short market orders must yield to all public limit orders at the lowest valid short
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tick. At any higher price the “G” shorts need not yield. At the close, “G” market shorts must yield to all limit
orders at the sale price, even if that price is higher than the first valid short tick.

Q. How should specialists and Floor Officials handle requests to “hold the opening” in the 50 pilot
stocks?

A. The Exchange has added auxiliary and early procedures with the express purpose of providing a prompt
opening in all stocks, not just the 50 pilot stocks. Brokers should be told to have their opening interest
represented by 9:30 a.m., and assuming adequate pricing information re: substantial disparity from the
close,all stocks should be opened as quickly after 9:30 as possible.

MOC Orders

Q. When can a specialist print “paired off” market on close orders as “stopped stock”?

A. The special “stopped stock” procedure for Market on Close orders is used only 12 times a year on
“expiration days”, usually the 3 rd Friday of each month.

Q. On expiration days, how do you determine the price at which to print the “stopped stock”?

A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

Q. How do you determine the price at which MOC orders are executed on nonexpiration days?

A. Again, the general rule of thumb is imbalance creates price change while a perfect pair-off creates no
change in price.

NonExpiration Day

Examples:

Mkt. 24 -1/8 20,000×30,000

Last Sale 24 1/8-a zero minus tick

Example A: Sell 20,000 MOC; Buy 25,000 MOC

Imbalance Rules - 20,000 sells at 24 then 25,000 trades at 24 1/8 -Last 24 1/8+

Example B: Sell 20,000 MOC; Buy 15,000 MOC

Imbalance Rules Again - 15,000 trades 24 1/8 then 20,000 sells at 24 - Last 24 -

Example C: Sell 10,000 MOC; Buy 10,000 MOC

No Imbalance of supply and demand so market should return to price prior to market on close.

So: 10,000 sells at 24 the 10,000 trades at 24 1/8 - Last 24 1/8+

•In all 1/8 point examples it is assumed there is a Public Bid and Public Offer. If it is the Specialist Bid or Offer,
he must yield to the pairoff, since he is Agent for those orders.

Q. What if the quotation spread is 1/4 or more?

A. Ideally, the specialist should offset the imbalance and cross the entire amount inside the existing quote.
Where market conditions or rules do not facilitate such an offset, the “paired-off” portion could be crossed 1/8
point away from the indicated closing price with the imbalance setting the closing sale.

Nonexpiration Day

Examples:

Mkt. 24 - 1/4 100,000×100,000
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Last 24 1/4 - a minus tick

Example A: Sell 20,000 MOC Buy 25,000 MOC

(Assume specialist short)

Imbalance sets close - 20,000 sells at 24 1/8 then 5,000 trades at 24 1/4, last 24 1/4+

Example B: Sell 100,000 MOC Buy 55,000 MOC if specialist does not at 24 1/8 “cross” the entire amount

Imbalance sets close - 55,000 sells at 24 1/8 then 45,000 trades at 24; last 24 -

Example C: Sell 20,000 MOC Buy 20,000 MOC

No imbalance

20,000 sells at 24 1/8; last 24 1/8 -

Q. How will the specialist determine which orders receive which prices?

A. While all MOC orders become effective simultaneously, it would be consistent with NYSE policy to allocate
the most advantageous prices to the orders received earliest.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Footnotes

1  Based on the market values as of May 20, 1988.
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June 7, 1988

  

Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: OPERATIONS AND LEGAL AND COMPLIANCE DEPARTMENTS

SUBJECT: APPLICATION OF RULE 387 (COD ORDERS) TO SAME DAY FUNDS SETTLEMENT

Information Memo 87-49, (December 1, 1987) granted a temporary exemption from the requirements of Rule
387(5) for depository transactions in securities in the Depository Trust Company same day funds settlement
service until June 30, 1988. The purpose of the exemption was to allow an orderly and effective transition to
the same-day funds settlement system and permit member organization participants to make adjustments in
their operations during the pilot phase.

Member organizations are reminded that the provisions of Rule 387(5) will be fully applicable to transactions
in the same-day funds settlement service effected on or after July 1, 1988.

Questions relating to the above, should be directed to William F. Dilger (212) 656-6528.

Raymond J. Hennessy

Vice President
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May 19, 1988

  

Member Firm Regulation

PLEASE ROUTE TO OPTIONS TRADING, CREDIT AND COMPLIANCE PARTNER/OFFICER

 TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: INCREASED MARGIN REQUIREMENTS FOR EQUITY, INDUSTRY INDEX AND BROAD INDEX
STOCK GROUP OPTIONS

On May 17, 1988 the Securities and Exchange Commission approved revisions to Rule 431(f)(2), Puts, Calls
and Other Options, increasing the margin requirements applicable to equity industry index (narrow based
index) and broad index stock group (broad based index) options . The new requirements are effective on
June 1988. The text of the amendments is attached (see Exhibit A).

The new requirements, applicable for initial and maintenance margin are 100% of the current market value
of the option (premium) plus 20% of the current market value of the underlying equity or industry index stock
group option and 100% of the premium plus 15% of the current market value of the underlying broad index
stock group option. The requirements for equity, industry index stock group and broad index stock group
options may be reduced by any “out-of-the-money” amount, however, such reduction shall not be less than
100% of the current market value of the option plus 10% of the current market value of the underlying issue.

In addition the margin required on straddles has been amended to require the deposit of the current market
value of the other option instead of the unrealized loss. This more accurately reflects the potential risk on the
straddle position.

For positions established prior to June 6, 1988, member organizations may, at their discretion, apply the
former maintenance requirement (100% of the current market value of the option plus 15% for equity and
industry index stock group options and 10% for broad index stock group options, with a minimum percentage
of 5% for all such options).

Inquiries regarding the new requirement should be directed to Steven Levine (212) 656-7080 or Edward
Herbert (212) 656-5830, 22 nd floor, 20 Broad Street, New York, New York 10005.

Raymond J. Hennessy

Vice-President

                                                                                         

Exhibit A

Additions 
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underlined

Deletions in [brackets]

         

Rule 431                        Margin Requirements

                                    *      *      *      *      *

Other provisions

(f)

                   (2)         Puts, Calls and Other Options

                                  *      *      *      *      *

(D) The margin required on any put or call issued, guaranteed or carried “short” in a customer's account shall
be:

(i) In the case of puts and calls issued by a registered clearing agency, 100% of the current market value
of the option plus the percentage of the current market value of the underlying security or index specified in
column II of this sub-section (D)(i) below.

Notwithstanding the margin required below, the minimum margin on any put or call issued, guaranteed or
carried “short” in a customer's account may be reduced by any “out-of-the-money amount” (as defined in this
subsection (D)(i) below), but shall not be less than 100% of the current market value of the option plus the
percentage of this current market value of the underlying security or index specified in column III of this sub-
section (D)(i) below.

I                            II                  III                 IV

Security                     Initial and/or                          Minimum

or                           Maintenance         Margin              Underlying

Index                        Margin Required     Required            Component Value
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(1) Stock                    [15%]               [5%]                The equivalent

                                                                     number of shares at

                             

20%                 10%                 current market prices

(2) Industry index           [15%]               [5%]                The product of the

stock group                                                          current index group

                             

20%                 10%                 value and the

                                                                     applicable index

                                                                     multiplier

(3) Broad Index              [10%]               [5%]                The product of the

                                                                     stock group current

                             

15%                 10%                 index group value and

                                                                     the applicable index

                                                                     multiplier
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* * * * *

(F)(i) If both a put and call specifying the same number of shares of the same underlying security, the
same principal amount of the same United States Government obligation, the same number of units of the
same underlying foreign currency or the same index multiplier for the same index stock group are issued,
guaranteed or carried “short” for a customer, the amount of margin required shall be the margin on the put
or call, whichever is greater, as required pursuant to (D)(i) above, plus [any unrealized loss on] the current
market value of the other option. The minimum margin requirement, however, shall not apply to the other
option.

* * * * *
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May 19, 1988

  

Member Firm Regulation

 TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: INCREASED CAPITAL REQUIREMENTS FOR SPECIALISTS

On May 6, 1988 the Securities and Exchange Commission approved amendments to Exchange Rule 104.20
and Rule 104.23 increasing minimum capital requirements for regular and relief specialists. The amendments
(copy attached) are effective June 6, 1988.

Rule 104.20 requires specialists to meet a minimum capital requirement which is the greater of a specific
dollar amount or 25% of trading unit position requirements (e.g. the number of shares a specialist must be
able to assume in each stock in which he is registered). Amended Rule 104.20 raises the minimum dollar
capital requirement to $1 million from $100,000, and triples the trading unit position requirements. Thus,
where presently a specialist is required to be able to assume a position of 50 trading units (i.e., 5,000 shares)
in each common stock in which he is registered, under the new requirement he must be able to assume
150 trading units (i.e., 15,000 shares) in such stock. The same proportionate increase applies to trading unit
position requirements in convertible and non-convertible preferred stock.

The minimum dollar capital requirement for specialists at the inactive Post (the post at which inactive
preferred stocks are traded) has been increased to $150,000 from $50,000. Relief specialists will also be
required to have minimum capital of $150,000.

The Exchange believes that the increased capital requirements will enhance the liquidity of the specialist
system and provide a greater measure of protection against market volatility.

The increases are being undertaken as an interim measure pending completion of an overall review of the
adequacy of existing specialist financial responsibility requirements.

Questions concerning the new requirements should be directed to Joseph O'Loughlin at (212) 656-5772 or
Robert Nofi at (212) 656-6545.

Edward A. Kwalwasser

Senior Vice President

Member Firm Regulation

Additions underscored

Deletions [bracketed]

Capital Requirements of Specialists

.20 Regular specialists. -

(1) A member registered as a regular specialist at an active post must be able to assume a position of [50]
150 trading units in each common stock in which he is registered.

(2) A member registered as a regular specialist at an active post must be able to assume a position of [10]
30 trading units in each convertible preferred stock, of [400] 1,200 shares in each of the 100 share trading
unit non-convertible preferred stocks and of [100] 300 shares in each of the 10 share unit non-convertible
preferred stocks in which he is registered.
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(3) A member registered as a regular specialist at the inactive Post must have, at all times, net liquid assets
of at least $[50,000] 150,000.

(4) Notwithstanding .30 of this Rule, each member registered as a regular specialist at an active post must be
able to establish that he can meet, with his own net liquid assets, a minimum capital requirement which shall
be the greater of $[100,000] 1,000,000 or 25% of the position requirements as set forth in Paragraphs (1) and
(2) above, except as determined by the Exchange in unusual circumstances.

* * *

.23 Relief specialists. -

(1) The requirements with respect to a member registered as a fulltime relief specialist, i.e., one who may
be called upon to act as a relief specialist for an entire business day, shall be, net liquid assets of $[50,000]
150,000 or a joint account with the regular specialist in the stock. Any joint account must be approved by
Regulation & Surveillance.
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Member Firm Regulation

 TO: Members and Member Organizations

SUBJECT: Short Sale Rule

Exchange Information Memo 88-5 of March 10, 1988 was issued to clarify members' and member
organizations' obligation to comply with Exchange Rule 440B (the short selling rule) in connection with index
arbitrage trading.

Based on the view of the Securities and Exchange Commission staff, the Exchange may not enforce its
interpretation of Rule 440B as set forth in Information Memo 88-5, until that interpretation has been filed with
and approved by the Securities and Exchange Commission.

Notwithstanding the above, the Exchange reminds member firms that they must continue to comply with the
short sale rule, and that it intends to strictly enforce the current short sale rule and interpretations, with the
exception of the interpretation set forth in Information Memo 88-5.

* * * *

In view of comments received by the Exchange from member firms and others concerning the short sale rule,
and in light of changes in the operation of the securities market since the rule's adoption, the Exchange is
also requesting comments concerning the application of the short sale rule in general and to index arbitrage
transactions in particular. Therefore, the Exchange is requesting that members, member organizations,
listed companies and other interested parties comment on whether the short sale rule should be applied in
connection with index arbitrage or other hedging activities, whether the short sale rule should be applied
in all situations other than index arbitrage or other hedging activities, whether the short sale rule should be
abolished or whether any particular part of the short sale rule should be amended or modified.

Comments should be filed by May 31, 1988 in writing with Mr. Donald van Weezel, New York Stock
Exchange, Member Firm Regulation, 20 Broad Street, New York, New York 10005.

Edward A. Kwalwasser

Senior Vice President

Member Firm Regulation
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Market Surveillance

 TO: All Members and the Managing Partner/Chief Executive Officer of Each Member Organization

SUBJECT: Formal Implementation of Rule 80A Regarding Restrictions on Use of Exchange Systems for
Index Arbitrage Program Trading

In a Special Membership Bulletin dated February 9, 1988, the Exchange announced the Board's adoption
of proposed new Rule 80A and requested members and member organizations to comply with the Rule
voluntarily pending its approval by the Securities and Exchange Commission. On April 19, 1988, the
Securities and Exchange Commission approved the Rule for a six-month period, until October 19, 1988. New
Rule 80A is being formally implemented by the Exchange as of the opening of business on the Exchange on
the first business day following the date noted above on this Information Memo.

A copy of the Rule is attached to this Information Memo for your convenience.

Rule 80A imposes restrictions on use of Exchange systems to enter orders involving “index arbitrage” when
the Dow Jones Industrial Average reaches a level 50 or more points above or below the average's close
on the previous day. At this trigger point, a member or member organization is prohibited from entering into
any automated order routing or trading system of the Exchange (such as the Designated Order Turnaround
System, or “SuperDot”) any order or other trading interest involving index arbitrage, whether that order or
trading interest is proprietary or for the account of a customer. The restrictions apply for the remainder of the
trading day.

“Index Arbitrage”

“Index arbitrage” is defined in the Rule to cover certain activity involving the trading of “baskets” or groups
of stocks in conjunction with the trading of one or more cash-settled options or futures contracts on index
stock groups, or options on any such futures contracts (referred to in the Rule as “derivative index products”).
Specifically, the restrictions of the Rule cover trading in an attempt to profit from price discrepancies between
the stocks and the derivative index products. The definition of “index arbitrage” requires only that the
purchase and sale of the “basket” or group of stocks and the purchase or sale of the derivative index products
be related; these purchases and sales do not have to be executed simultaneously.

While index arbitrage can cover a number of trading strategies, in the following circumstances, the Exchange
will presume that, for the purpose of Rule 80A, a member or member organization is engaging in index
arbitrage. If a member or member organization

(1) enters an order (or orders) to sell (buy) a derivative index product while the derivative index product is
trading at a premium (discount) in relation to the value of the index, and,

(2) if, at or about the same time, the member or member organization enters orders to buy (sell) a “basket”
or group of stocks that comprise or closely track the index, then, unless the member or member organization
can show evidence to the contrary, the orders entered in the “basket” or group of stocks will be considered
to be part of an index arbitrage strategy regardless of whether the orders in the “basket” or group of stocks
and the order(s) in the derivative product are executed contemporaneously or whether the set of transactions,
in fact, results in a profit. The Exchange emphasizes that this presumption represents only one possible
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example of index arbitrage and that there may be other situations in which trading in a “basket” or group of
stocks could be considered index arbitrage.

Exceptions to Rule 80A

There are three exceptions to Rule 80A. First, the rule does not apply to market-on-close orders transmitted
on expiration Fridays. This is intended to allow the orderly liquidation of previously-established index arbitrage
positions where the final value of the derivative index product is determined as of the close of trading on
that Friday. This exception will not apply to market-on-close orders on Thursdays for securities traded in
conjunction with derivative index products where the value is determined by the Friday opening stock prices
(such derivative index products do not trade on expiration Fridays) because the rule's restrictions do not apply
to opening trades, and therefore, cannot interfere with liquidation orders seeking to receive the opening price.

Second, the rule does not prohibit the execution of an order that a member or member firm has transmitted
before the restrictions were triggered. However, the order must be en route to the point of execution (e.g.,
the specialist's post via SuperDot), thus not requiring the member or member organization to take any further
action to effect the execution.

Finally, the rule allows the Exchange to waive the restrictions in appropriate circumstances. This discretion
recognizes that it may not be appropriate to apply the restrictions of the rule when such waiver appears
justified to foster or maintain the efficiency, fairness or orderliness of the market.

Questions about Rule 80A should be called to the attention of Jack Symington, Director, Market Surveillance,
(212) 656-6534.

Donald J. Solodar

Senior Vice President

Attachment

Restrictions on Index Arbitrage

Rule 80A.

(a) Except as paragraph (c) provides, if the Dow Jones Industrial Average SM 1   reaches a value 50 or
more points above or below the average's closing value on the previous trading day, no member or member
organization shall enter into any of the automated order-routing or trading facilities of the Exchange any order
or other trading interest involving index arbitrage for any account, whether proprietary or for a customer.
The restrictions of this paragraph (a) shall apply only during the remainder of the day on which the average
changes in value by 50 or more points.

(b) For the purposes of this Rule 80A, “index arbitrage” means an arbitrage trading strategy involving the
purchase or sale of “baskets” or groups of stocks in conjunction with the purchase or sale, or intended
purchase or sale, of one or more cash-settled options or futures contracts on index stock groups, or options
on any such futures contracts (collectively, “derivative index products”) in an attempt to profit by the price
difference between the “baskets” or groups of stocks and the derivative index products. While the purchase
or sale of the “baskets” or groups of stocks must be in conjunction with the purchase or sale of derivative
index products, the two sets of transactions need not be executed contemporaneously to be considered index
arbitrage.

(c) The restrictions of paragraph (a) shall not apply to any market-on-close order or other trading interest
transmitted on a Friday (or, if a Friday is not a business day, the next preceding business day) when that
Friday (or next preceding business day) is the last trading day of any derivative index product.

Supplementary Material:
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.10 The 50-point parameter of paragraph (a) represents a movement of approximately 2.5 percent of the
Dow Jones Industrial Average at the time of the formulation of this Rule 80A (when the average stood at
approximately 2000). Whenever the average equals any multiple of 250, the Exchange may, by notice
to its members and member organizations, substitute a new point parameter that re-establishes the
correspondence to a change of 2.5 percent.

.20 Whenever movement in the Dow Jones Industrial Average triggers the application of the restrictions of
paragraph (a), the Exchange will seek to assist members and member organizations in complying with this
Rule 80A by disseminating notice of the restrictions' applicability through electronic or other means. However,
this Rule 80A applies independently of such notice. Accordingly, members and member organizations are
subject to its restrictions whether or not such notice is disseminated or received. Members and member
organizations that engage in index arbitrage for proprietary or customer accounts shall create appropriate
procedures to monitor movements in the average and notify their personnel responsible for index arbitrage
whenever the restrictions of paragraph (a) apply.

.30 Subject to the exceptions in this Rule 80A, the restrictions of paragraph (a) shall apply whenever the
Dow Jones Industrial Average reaches the trigger value, notwithstanding the fact that, at any given time, the
calculation of the value of the average may be based on the prices of less than all of the stocks included in
the average.

.40 Orders or other trading interest transmitted by members and member organizations, but not yet executed
at the time the application of the restrictions of paragraph (a) are triggered, shall not be affected by the
restrictions.

.50 The Exchange may waive the restrictions of paragraph (a) whenever such waiver appears justified to
foster or maintain the efficiency, fairness or orderliness of the market. The Exchange shall provide notice of
any such waiver through electronic or other means.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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1  "Dow Jones Industrial Average" is a service mark of Dow Jones & Company, Inc.
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Market Surveillance

 TO: All Members and the Managing Partner/Chief Executive Officer of Each Member Organization

SUBJECT: Daily Filing of Program Trading Information

Recently, the need for the New York Stock Exchange to conduct analyses of trading activity in connection
with market volatility has increased. One of the main focal points of these analyses has been program trading.
Consequently, member organizations have repeatedly been requested to furnish program trading related
information to the Exchange. It is anticipated that the frequency of program trading reviews and the resultant
requests of member organizations to provide program trading information will continue to increase in the
foreseeable future to the point of becoming almost routine.

Therefore, the Exchange is requiring the daily submission of information relevant to all program trading
activity engaged in by its members and member organizations either on a proprietary or agency basis. This
requirement is to enable the Exchange to more routinely monitor and analyze program trading activity.

While the Exchange will be automating this new reporting requirement as quickly as is practicable in order
to facilitate the submission process, it will be necessary to initiate the procedure via manual submissions.
To facilitate this initial stage, the Exchange has developed the attached standardized Daily Program Trading
Report form.

Member organizations are requested to commence reporting their program trading activity as of May 2, 1988
pursuant to the following instructions:

(1) Completed forms are to be submitted to the Exchange by the close of business on the second business
day following the trade date subject to reporting.

(2) Information contained on the completed forms is to include ALL program trading data for the reportable
trade date including programs executed on markets other than the NYSE.

(3) Member organizations that engage in no program trading activity on a given day must submit a Daily
Program Trading Report form so stating.

(4) Member organizations which, as a matter of policy or practice, do not engage in program trading, either
on a proprietary or agency basis, may submit, by no later than May 4, 1988, a letter to the Exchange so
stating. The Exchange will exempt such firms from the requirement to file Daily Program Trading Report
forms. However, such forms will be required should the member organization engage in any program trading
in the future.

(5) Completed forms and requests for exemptions, as provided for in item (4) above, are to be submitted to:

New York Stock Exchange, Inc.

Market Surveillance Division

Options/Special Products Analysis

11 Wall Street - 11 th Floor

New York, New York 10005
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If you have any questions on matters discussed in this memo, please contact Mr. Jack Symington at (212)
656-6534.

Donald J. Solodar

Senior Vice President

FORM NOT REPRODUCED!!!!
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April 20, 1988

  

Member Firm Regulation

 TO: Members and Member Organizations

ATTENTION: Chief Executive, Financial, Legal and Compliance Officers/Partners

SUBJECT: I. SEC Rule 15c3-3 - Treatment of Customer Balances Related to Foreign Futures and Options
Transactions

II. Correction of Temporary Schedules for CFTC Financial Reporting Requirement for Foreign Futures and
Options Transactions

I. SEC Rule 15c3-3 Formula Treatment of Customer Net Equities

Please note that the SEC has agreed that any customer balances comprehended in the computation required
by CFTC Regulation 30.7 need not be included in the Reserve Formula.

II. Correction Page to FOCUS Supplements Published via Information Memo #88-8

Please replace Schedules T10 and T10-1 with the new Schedules attached. There is a typographical error
on Schedule T10-1.The item number related to Line #14 of the Statement of Segregation Requirement and
Funds in Segregation for Customers Trading on U.S. Commodity Exchanges, should have been numbered,
7190, and not 7090.

Questions and comments should be directed to your organization's finance coordinator.

Raymond J. Hennessy

Vice-President

                           

Attachments

                    SUPPLEMENT TO FINANCIAL

         AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

                            PART II

BROKER OR DEALER                                                                       
 As of
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COMPUTATION OF CFTC MINIMUM NET CAPITAL REQUIREMENT

A. Amounts required to be

   segregated or set aside in

   separate accounts for customers

   pursuant to the CEAct and

   regulations

   i.   U.S. futures & options(page

   T10-1, line 6)

                                              $_________7400

   ii.  Dealer options (page T10-2,

   line 1)                                    __________7410

   iii. Foreign futures & options

   (page T10-3, line 1)

                                              __________7420
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   iv.  Subtotal                                                                       
 $_______7430

B. Deduction for open long U.S.

   and foreign options in

   customers' accounts

   i. Value of long options

   included in line A                         __________7440

   ii. With respect to each option

   customer, the amount of long

   values included in line B.i.

   which exceeds the net liquidating

   equity in that option customer's

   account

                                             (_________)7450

   iii. Net deduction for open long

   customer options                                                (_______)7460

C. Amount subject to 4% net capital
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   factor (Item 7430 less Item

   7460)                                                            $_______7470

D. Enter 47. of line C                                              $_______7480

E. Minimum CFTC Net Capital

   Requirement. Enter the greater

   of Line D or$50,000 (See Note)

                                                                                       
 ________7490

Note: If amount on Line E (7490) is greater than minimum net capital requirement

computed in Item 3760 (Page 6) then enter this greater amount in Item 3760. The greater

of the amount required by SEC or CFTC is the minimum net capital requirement.

STATEMENT OF SEGREGATION REQUIREMENTS AND FUNDS IN SEGREGATION

          FOR CUSTOMERS TRADING OF U.S. COMMODITY EXCHANGES

SEGREGATION REQUIREMENTS (Section 4d(2) of the CEAct)

     1.  Net ledger balance

         A. Cash                                                                 
 $__________7010
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         B. Securities (at market)                                               
 ___________7020

     2.  Net unrealized profit (loss) in open futures

         contracts traded on a contract market

                                                           ___________7030

     3.  Exchange traded options

         A. Add market value of open option

         contracts purchased on a contract market

                                                                                 
 ___________7032

         B. Deduct market value of open option

         contracts granted (sold) on a contract market

                                                                                
 (__________)7033

     4.  Net equity (deficit) (add lines 1, 2 and 3)

                                                                                 
 ___________7040

     5.  Accounts liquidating to a deficit and accounts

         with debit balances gross amount Less:
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         amount offset against U.S. Treasury               ___________7045

         obligations owned by particular customers

                                                          (__________)7047

     6.  Amount required to be segregated(add lines

         4 and 5)                                                                
 $__________7060

FUNDS IN SEGREGATION ACCOUNTS

     7.  Deposited in segregated funds bank accounts

         A. Cash                                                                 
 ___________7070

         B. Securities representing investments of customers'funds (at

         market)                                                                 
 ___________7080

         C. Securities held for particular customers or option customers

         in lieu of cash (at market)                                             
 ___________7090

     8.  Margins on deposit with clearing organizations of contract

         markets
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         A. Cash                                                                 
 $__________7100

         B. Securities representing investments of customers' funds(at

         market)                                                                 
 ___________7110

         C. Securities held for particular customers or option customers

         in lieu of cash (at market)                                             
 ___________7120

     9.  Net settlement from (to) clearing organizations of contract

         markets                                                                 
 ___________7130

     10. Exchange traded options

         A. Value of open long option contracts                                  
 ___________7132

         B. Value of open short option contracts                                
 (__________)7133

     11. Net equities with other FCMs

         A. Net liquidating equity                                               
 ___________7140

         B. Securities representing investments of customers' funds (at

         market)                                                                 
 ___________7160
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         C. Securities held for particular customers or option customers

         in lieu of cash (at market)                                             
 ___________7170

     12. Segregated funds on hand

         (describe:___________________________)                                  
 ___________7150

     13. Total amount in segregation(add lines 7 through 12)                     
 ___________7180

     14. Excess (deficiency) funds in segregation(subtract line 6 from

         line 13)                                                                
 $__________7190

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Market Surveillance

 TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: PROHIBITION AGAINST INDEX FUTURES FRONTRUNNING

Program trading activity involving the purchase or sale of “baskets” of stock on the New York Stock Exchange
has raised concerns over possible trading abuses related to the execution of such program orders. The
Exchange has conducted numerous analyses and reviews involving program trading and its effects on the
stock market and has concluded, in part, that the level of such trading which is done in conjunction with
activity on the various index futures markets gives rise to the potential for trading abuses involving index
futures contracts and the execution of stock programs.

Specifically, the Exchange is considering the adoption of an interpretation whereby trading in index futures
immediately prior to and with knowledge of the execution of one or more baskets of stock that favorably
impact the value of the underlying index could constitute frontrunning and, thus, be a violation of just and
equitable principles of trade (Exchange Rule 476). The rule would be consistent with previous Exchange
definitions of frontrunning as contained in Information Memos 80-38 dated September 11, 1980 and 85-36
dated November 6, 1985. when a member or person associated with a member or member organization
is in possession of material non-public market information concerning one or more baskets of stock, the
execution of which affects the value of an index, trading in futures on that index before information concerning
the execution of the stock basket(s) has been made publicly available, to take advantage of the non-public
information, may violate just and equitable principles of trade.

All members and member organizations are invited to submit any comments concerning the foregoing
proposed interpretation. All such comments are to be submitted by no later than May 6, 1988 and are to be
directed, in writing, to Agnes M. Gautier, Vice President, Market Surveillance, 11 Wall Street, 11 th Floor, New
York, New York 10005.

Donald J. Solodar

Senior Vice President
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Member Firm Regulation

 TO: Members and Member Organizations

ATTENTION: Chief Executive, Financial, Legal and Compliance Officers/Partners

SUBJECT: CFTC Financial Reporting Requirement for Foreign Futures and Options Transactions

Effective, February 1, 1988, under the CFTC's Regulation 30.7, FCM's are required to segregate a secured
amount, for customers effecting transactions in foreign futures and options. The CFTC defines secured
amount as “an amount equal to the money, securities and property held by, or held for or on behalf of an
FCM from, for, or on behalf of foreign futures or foreign options customers required to margin, guarantee or
secure open foreign futures contracts or representing premiums paid or received, plus other funds required
to guarantee or secure open options transactions, plus any unrealized gain or minus any unrealized loss on
such transactions.”

REPORTING SECURED AMOUNT FOR FOREIGN FUTURES AND OPTIONS TRANSACTION

The CFTC also amended its financial reporting rules and forms to include a new Statement of Secured
Amounts and Funds Held in Separate Accounts For Foreign Futures and Foreign Options Customers. The

current FOCUS report needs additional schedules to facilitate reporting of the secured amount. 1 

Accordingly, the NYSE has drafted temporary schedules, as a supplement to FOCUS to be used in lieu of
page 10 of the current FOCUS report to effect compliance with CFTC reporting requirements. The temporary
schedules (T10 to T10-4) should be filed beginning with the March 1988 quarterly FOCUS reports. The
temporary schedules consist of the following pages:

T10 Computation of CFTC Minimum Net Capital Requirement 2 

•New schedule which is intended to serve as a guide in computing minimum net capital requirements under
CFTC Rules

T10-1 Statement of Segregation Requirements and Funds in Segregation for Customers Trading on U.S.
Commodity Exchanges

•Schedule is basically the same as the original P. 10 of FOCUS

T10-2 Statement of Segregation Requirements and Funds in Segregation for Customers' Dealer Options
Accounts

•Schedule is a detail schedule for T-10 (See Item Aii on T10).

T10-3 Statement of Secured Amounts in Funds Held in Separate Accounts for Foreign Futures and Foreign
Options Customers Pursuant to Commission Regulation 30.7

•New schedule for reporting secured amount for foreign futures and options

T10-4 Statement of Secured Amounts and Funds Held in Separate Accounts for Foreign Futures and Foreign
Options Customers Pursuant to Commission Regulation 30.7

•Detail schedule which supplements the information reported on T10-3
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SEC Rule 15c3-3 Reserve Formula Treatment of Customer Net Equities

Customer credit balances, Item 1 of the Reserve Formula, should continue to include the net balance due to
customers in non-regulated commodity accounts.

Questions and comments should be directed to your organization's finance coordinator.

Raymond J. Hennessy

Vice-President

                            

Attachments

                      SUPPLEMENT TO FINANCIAL

          AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

                             PART II

BROKER OR DEALER                                                             As of

  

COMPUTATION OF CFTC MINIMUM NET CAPITAL REQUIREMENT

A. Amounts required to be

   segregated or set aside in

   separate accounts for

   customers pursuant to the

   CEAct and regulations

   iii.      U.S. futures
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   &options(page T10-1, line 6)

                                   $__________7400

   iii.      Dealer options

   (page T10-2, line 1)            ___________7410

   iii.      Foreign futures &

   options (page T10-3, line 1)

                                   ___________7420

   iv.       Subtotal                                $_________7430

B. Deduction for open long U.S.

   and foreign options in

   customers' accounts

   i.        Value of long

   options included in line A

                                   ___________7440

   ii.       With respect to

   each option customer, the

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

211

http://researchhelp.cch.com/License_Agreement.htm


   amount of long values

   included in line B.i.which

   exceeds the net liquidating

   equity inthat option

   customer's account

                                   (_________)7450

   iii.       Net deduction for

   open long customer options                        (________)7460

C. Amount subject to 4% net

   capital factor (Item 7430 less

   Item 7460)                                        $_________7470

D. Enter 4% of line C                                $_________7480

E. Minimum CFM Net Capital

   Requirement. Enter the

   greater of Line D or$50,000

   (See Note)
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                                                                     _________7490

Note: If amount on Line E (7490) is greater than minimum net capital requirement computed in Item 3760
(Page 6) then enter this greater amount in item 3760. The greater of the amount required by SEC or CFTC is
the minimum net capital requirement.

                        SUPPLEMENT TO FINANCIAL

             AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

                                PART II

     BROKER OR DEALER                                                                    
                    As of

STATEMENT OF SEGREGATION REQUIREMENTS AND FUNDS IN SEGREGATION FOR

          CUSTOMERS TRADING ON U.S. COMMODITY EXCHANGES

SEGREGATION REQUIREMENTS (Section 4d(2) of the CEAct)

      1.  Net ledger balance                                                             
                    $___________7010

          A. Cash                                                                        
                    ____________7020

          B. Securities (at market)

      2.  Net unrealized profit (loss) in open futures

          contracts traded on a conract market

                                                                                         
                    ____________7030
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      3.  Exchange traded options

          A. Add market value of open option

          contracts purchased on a contract market

                                                                                         
                    ____________7032

          B. Deduct market value of open option

          contracts granted (sold) on a contract market

                                                                                         
                   (___________)7033

      4.  Net equity (deficit) (add lines 1, 2 and 3)

                                                                                         
                    ____________7040

      5.  Accounts liquidating to a deficit and

          accounts with debit balances gross amount

                                                                                     
 ___________7045

          Less: amount offset against U.S.

          Treasury obligations owned by particular
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          customers                                                                 
 (__________)7047

                                                                                         
                    ____________7050

      6.  Amount required to be segregated(add lines

          4 and 5)                                                                       
                    $___________7060

FUNDS IN SEGREGATED ACCOUNTS

      7.  Deposited in segregated funds bank accounts

          A. Cash                                                                        
                   _____________7070

          B. Securities representing investments of customers' funds (at

          market)                                                                        
                   _____________7080

          C. Securities held for particular customers or option customers in

          lieu of cash (at market)                                                       
                   _____________7090

      8.  Margins on deposit with clearing organizations of contract markets

          A. Cash                                                                        
                   $____________7100

          B. Securities representing investments of customers' funds (at
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          market)                                                                        
                   _____________7110

          C. Securities held for particular customers or option customers in

          lieu of cash (at market)                                                       
                   _____________7120

      9.  Net settlement from (to) clearing organizations of contract markets

                                                                                         
                   _____________7130

      10. Exchange traded options

          A. Value of open long option contracts                                         
                   _____________7132

          B. Value of open short option contracts                                        
                  (____________)7133

      11. Net equities with other F0Ms

          A. Net liquidating equity                                                      
                   _____________7140

          B. Securities representing investments of customers' funds (at

          market)                                                                        
                   _____________7160

          C. Securities held for particular customers or option customers in

          lieu of cash (at market)                                                       
                   _____________7170
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      12. Segregated funds on hand

          (describe:_________________________________)                                   
                   _____________7150

      13. Total amount in segregation (add lines 7 through 12)                           
                   _____________7180

      14. Excess (deficiency) funds in segregation (subtract line 6 from line

          13)                                                                            
                   $____________7090

STATEMENT OF SEGREGATION REQUIREMENTS AND FUNDS IN SEGREGATION FOR

                CUSTOMERS' DEALER OPTIONS ACCOUNTS

      1.  Amount required to be segregated in accordance with Commission

          regulation 32.6                                                                
                   $____________7200

      2.  Funds in segregated accounts

          A. Cash                                                                 
 $_____________7210

          B. Securities (at market)                                               
 ______________7220

          C. Total                                                                       
                   _____________7230

      3.  Excess (deficiency) funds in segregation(subtract line 2.C from line 1)
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                   $____________7240

STATEMENT OF SECURED AMOUNTS AND FUNDS HELD IN SEPARATE ACCOUNTS FOR FOREIGN
FUTURES AND FOREIGN OPTIONS CUSTOMERS PURSUANT TO COMMISSION REGULATION 30.7

FOREIGN FUTURES AND FOREIGN OPTIONS SECURED AMOUNTS - SUMMARY

I. Check the appropriate box to identify the amount shown on line 1. below:

               []     7300  Secured amounts in only U.S.-domiciled customers'

                            accounts

               []     7310  Secured amounts in U.S. and foreign-domiciled

                            customers' accounts

               []     7320  Net liquidating equities in all accounts of customers

                            trading on foreign boards of trade

               []     7330  Amount required to be set aside pursuant to law,

                            rule or regulation of a foreign government or a rule of a
 self-regulatory

                            organization authorized thereunder.

II. Has the FCM changed the method of calculating the amount to be set aside in separate accounts since the
last financial report it filed?

               []Yes  7340  If yes, explain the change below.

               []No   7350

            1. Amount to be set aside in separate

               section30.7 accounts                              $_____________7360
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            2. Total funds in separate section 30.7

               accounts(page T10-4, line 8)                      ______________7370

            3. Excess (deficiency) - (subtract line 1 from

               line 2)                                           $_____________7380

STATEMENT OF SECURED AMOUNTS AND FUNDS HELD IN SEPARATE ACCOUNTS FOR FOREIGN
FUTURES AND FOREIGN OPTIONS CUSTOMERS PURSUANT TO COMMISSION REGULATIONS 30.7

FUNDS DEPOSITED IN SEPARATE REGULATION 30.7 ACCOUNTS

         1  Cash in banks

            A. Banks located in the United States

                                                            $__________7500

            B. Other banks designated by the

            Commission

            Name(s):_______________7510                     ___________7520  
 $__________7530

         2. Securities

            A. In safekeeping with banks located in the

            United States                                   $__________7540

            B. In safekeeping with other banks
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            designated by the Commission

            Name(s):_______________7550                     ___________7560  
 ___________7570

         3. Equities with registered futures commission

            merchants

            A. Cash                                         $__________7580

            B. Securities                                   ___________7590

            C. Unrealized gain (loss) on open futures

            contracts                                       ___________7600

            D. Value of long option contracts               ___________7610

            E. Value of short option contracts             (__________)7615  
 ___________7620

         4. Amounts held by clearing organizations of

            foreign boards of trade

            Name(s):_______________7630

            A. Cash                                         $__________7640

            B. Securities                                   ___________7650
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            C. Amount due to (from) clearing

            organization- daily variation                   ___________7660

            D. Value of long option contracts               ___________7670

            E. Value of short option contracts             (__________)7675  
 ___________7680

         5. Amounts held by members of

            foreign boards of trade

            Name(s):_______________7690

            A. Cash                                         ___________7700

            B. Securities                                   ___________7710

            C. Unrealized gain (loss) on open

            futures contracts                               ___________7720

            D. Value of long option contracts               ___________7730

            E. Value of short option contracts             (__________)7735  
 ___________7740

         6. Amounts with other depositories

            designated by a foreign board of
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            trade

            Name(s):_______________7750                                      
 ___________7760

         7. Segregated funds on hand

            (describe:___________________)                                   
 ___________7765

         8. Total funds in separate section 30.7

            accounts(to page T10-3 line 2)                                   
 $__________7770

A. If any securities shown above are other than the types of securities referred to in CFTC Regulation 1.25,
attach a separate schedule detailing the obligations shown on each such line.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Under CFTC Regulation 1.10(h) FCM's which are also securities brokers or dealers are allowed to opt
for filing a quarterly FOCUS report in lieu of CFTC Form 1-FR. This includes the new schedules.

2  Under SEC and CFTC rules, the minimum net capital requirement of an FCM who is also registered
as a securities broker or dealer is the greater of SEC requirements or 4% of the funds required to
be segregated (which includes secured amounts)-pursuant to the Commodity Exchange Act and the
regulations thereunder (less the market value of commodity options purchased by option customers on
or subject to the rules of a contract market, each such deduction not to exceed the amount of funds in
the option customer's account).
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Market Surveillance

Please Route to Branch Offices

 TO: All Members and Member Organizations

SUBJECT: Stop Order Executions

The Market Surveillance Division has begun to receive an increasing number of letters sent by public
customers, questioning the execution price of a stop order that was entered. These orders are continually
referred to in these letters as stop “loss” orders.

Rule 13 defines a stop order to buy as an order that becomes a market order when a transaction in the
security occurs at or above the stop price after the order is represented in the Trading Crowd. Conversely, a
stop order to sell becomes a market order when a transaction in the security occurs at or below the stop price
after the order is represented in the Trading Crowd. Stop Limit Orders become limit orders executable at the
limit price, or at a better price, if obtainable, when a transaction occurs that would elect the stop limit order.

In today's more volatile markets, where stop orders can accumulate at various prices and, if triggered by an
electing transaction, increase price fluctuations in a particular stock, customers should be alerted to the fact
that the entering of a stop order does not guarantee an execution at a specific price. For example, if there is a
large buildup of sell stop orders at a specific price and additional selling pressure exists in the Trading Crowd,
if an electing sale takes place, the stop orders that become elected may be executed at a gap price away
from the last sale price, if a disparity between buyers and sellers exists.

While the stop order can protect an investor, the investor must appreciate its limitations as well as its
advantages.

It would be prudent to alert all customers who utilize stop orders as to the manner in which such orders can
be elected and executed, the potential of the election of multiple stop orders at one time, and the order's
advantages and shortcomings.

Any questions relating to this issue should be addressed to Ms. Barbara Krupinski at (212) 656-6767 or Mr.
William Iommi at (212) 656-6829.

Donald J. Solodar

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

223

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P88-7%2909013e2c855b2e96?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE13/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 88-4

Click to open document in a browser

March 11, 1988

  

Market Surveillance

 TO: All Members and Member organizations

FROM: Market Surveillance

SUBJECT: Procedures for Handling Market-At-The-Close Orders on March 18, 1988 (“Expiration Friday”)

Pursuant to the Securities and Exchange Commission's request, the NYSE will implement procedures
regarding the entry of market-at-the-close orders on “expiration Friday” this March 18, 1988, as outlined
below. The March 18 procedures have been filed as a rule with the SEC.

These procedures, as well as pertinent questions and answers (attached) pertaining to the handling of
market-at-the-close orders are addressed in this memorandum.

Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of market at-the-close orders on so-called
“expiration Fridays” (the Fridays preceding the expiration or settlement of options or futures contracts based
on a stock index). The procedures, which may be used only on expiration Fridays, are intended to provide an
orderly means for handling market at-the-close orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using market at-the-close orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

Fifty Pilot Stocks

For the purpose of facilitating the publication of any significant order imbalance in one of the 50 Pilot Stocks
(see attached list), you must enter all market-at-the-close orders, relating to index arbitrage positions, by 3:30
p.m. eastern time. It should be noted that, pursuant to Rule 13, an order for execution at the close may only
be entered for execution at-the-market; “limit-at-the-close” orders are not permitted.

As soon as possible after 3:30 p.m., the Exchange will publish on the tape any imbalance of market-at-the-
close orders of 50,000 shares or more that existed at 3:30 p.m. in those 50 stocks. While market-at-the-
close orders previously entered may be cancelled or reduced in size, once such publication has been made,
any maket-at-the-close orders subsequently entered will be accepted only to trade on the opposite side of
the market in relation to such published imbalance. The liquidation of positions relating to index arbitrage
using market-at-the-close orders entered after 3.30 p.m. is not permitted, even if such orders might offset
net reported imbalances. In the event that no imbalance message is disseminated in a particular stock, no
market-at-the-close orders will be accepted after 3:30 p.m. in that issue.

Due to cancellations or reductions and entry of offsetting market-at-the-close orders, the imbalance of market-
at-the-close orders published as of 3:30 p.m. may not reflect the imbalance that exists at the close.

These procedures relate only to the 50 pilot stocks. Regular procedures will apply to all other listed securities.
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Printing at the Close

Where there is an imbalance in market at-the-close orders, the imbalance may, at the close of trading, be
executed against the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be
executed against the offer. An imbalance of sell orders would be executed against the bid.) The member
may then stop the remaining buy and sell orders against each other and pair them off at the price of the
immediately preceding sale described above. The “pair off” transaction would be printed on the tape as
“stopped stock.”

Where the aggregate size of buy market at-the-close orders in a stock equals the aggregate size of sell
market at-the-close orders, they may be “stopped” against each other and paired-off at the price of the last
sale on the Exchange just prior to the close of trading in that stock on that day. The transaction should be
reported to the Consolidated Tape as “stopped stock.”

“G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-off
“at-the-close” orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing
price that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-
market theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms
of a “plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if
the order was a market order to sell “long” or a market order to buy.

Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety of
the at-the-close instruction. In addition an imbalance of orders at or near the close, caused in part by the entry
of such orders, could lead to trading being halted in the security and such orders not receiving an execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Rules 9a-2, 10a-1, 10b-5, as well
as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Robert J. McSweeney at (212) 656-6766
or Mr. David Leibowitz at (212) 656-4588.

Donald J. Solodar

Senior Vice President

                                

Attachments

                              ATTACHMENT A
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                               50 Pilot Stocks

                     

March 18, 1988 - “Expiration Friday”

SYMBOL        STOCK

ALD           ALLIED SIGNAL INC.

AA            ALUMINUM COMPANY OF AMERICA

AXP           AMERICAN EXPRESS COMPANY

AHP           AMERICAN HOME PRODUCTSCORPORATION

T             AMERICAN TELEPHONE AND TELEGRAPH

AIT           AMERITECH

AN            AMOCO CORPORATION

ARC           ATLANTIC RICHFIELD COMPANY

BEL           BELL ATLANTIC CORPORATION

BLS           BELL SOUTH CORPORATION

BS            BETHLEHEM STEEL CORPORATION

BA            BOEING COMPANY
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BMY           BRISTOL MYERS COMPANY

CHV           CHEVRON CORPORATION

KO            COCA COLA COMPANY

DEC           DIGITAL EQUIPMENT CORPORATION

DOW           DOW CHEMICAL COMPANY

DD            DU PONT COMPANY

EK            EASTMAN KODAK COMPANY

XON           EXXON CORPORATION

Z             F.W. WOOLWORTH COMPANY

F             FORD MOTOR COMPANY

GE            GENERAL ELECTRIC COMPANY

GM            GENERAL MOTORS CORPORATION

GT            GOODYEAR TIRE AND RUBBER COMPANY

GTE           GTE CORPORATION

HWP           HEWLETT PACKARD COMPANY

IBM           INTERNATIONAL BUSINESS MACHINES CORP.
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IP            INTERNATIONAL PAPER COMPANY

JNJ           JOHNSON AND JOHNSON

MCD           MCDONALDS CORPORATION

MRK           MERCK AND COMPANY

MMM           MINNESOTA MINING AND MANUFACTURING

MOB           MOBIL CORPORATION

NAV           NAVISTAR INTERNATIONAL CORP.

NYN           NYNEX CORPORATION

PAC           PACIFIC TELESIS GROUP

MO            PHILIP MORRIS COS INC. HOLDING CO.

PA            PRIMERICA CORP.

PG            PROCTOR AND GAMBLE COMPANY

RJR           RJR NABISCO INC.

RD            ROYAL DUTCH PETROLEUM COMPANY

S             SEARS ROEBUCK AND COMPANY

SBC           SOUTHWESTERN BELL CORPORATION
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TX            TEXACO INC.

UK            UNION CARSIDE CORPORATION

UTX           UNITED TECHNOLOGIES CORPORATION

X             USX CORPORATION

WMT           WAL MART STORES INC.

WX            WESTINGHOUSE ELECTRIC CORP.

•This list consists of the 30 DJIA stocks; 3 Major Market Index stocks that are not in the DJIA; and the
remaining 17 stocks are the highest market value weighted S&P 500 stocks that are neither in the DJIA or
Major Market Index.

MEMORANDUM

Date: March 11, 1988

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Openings and Market on Close (MOC) Orders

Openings

Q. Can “limit at the openings” (“limit OPG”) orders be entered in the stocks that are not among the 50
stocks included in the pilot?

A. “Limit at the opening” (“limit OPG”) orders are not permitted in any stocks on expiration Friday. On all other
days these orders are permitted. (“Limit at the close” orders are not permitted at any time.)

Q. When can specialists obtain an OARS status request?

A. At any time after 7:30 a.m., in any stock (specialists should review OARS inquiry, freeze and opening
procedures to avoid problems).

Q. Must specialists wait until 9:27 a.m. to start the ITS pre-opening application?

A. No. ITS Pre-Opening notifications may be issued beginning at 9:00 a.m.

Q. Are “G” orders to sell short at the market handled differently at the opening then at the close on
expiration day?

A. Yes, “G” short market orders are covered by two different procedures. At the opening they are handled as
they are on any other day. “G” short market orders must yield to all public limit orders at the lowest valid short
tick. At any higher price the “G” shorts need not yield. At the close, “G” market shorts must yield to all limit
orders at the sale price, even if that price is higher than the first valid short tick.
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Q. How should specialists and Floor Officials handle requests to “hold the opening” in the .50 pilot
stocks?

A. The Exchange has added auxiliary and early procedures with the express purpose of providing a prompt
opening in all stocks, not just the 50 pilot stocks. Brokers should be told to have their opening interest
represented by 9:30 a.m., and assuming adequate pricing information re: substantial disparity from the close,
all stocks should be opened as quickly after 9:30 as possible.

MOC Orders

Q. When can a specialist print “paired off” market on close orders as “stopped stock”?

A. The special “stopped stock” procedure for Market on Close orders is used only 12 times a year on
“expiration days”, usually the 3 rd Friday of each month.

Q. On expiration days, how do you determine the price at which to print the “stopped stock”?

A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

Q. How do you determine the price at which MOC orders are executed on nonexpiration days?

A. Again, the general rule of thumb is imbalance creates price change while a perfect pair-off creates no
change in price.

NonExpiration Day

Examples:

Mkt.24-1/820,000×30,000

Last Sale 24 1/8 - a zero minus tick

Example A: Sell 20,000 MOC; Buy 25,000 MOC

Imbalance Rules - 20,000 sells at 24 then 25,000 trades at 24 1/8 - Last 24 1/8+

Example B: Sell 20,000 MOC; Buy 15,000 MOC

Imbalance Rules Again - 15,000 trades 24 1/8 then 20,000 sells at 24 - Last 24 -

Example C: Sell 10,000 MOC; Buy 10,000 MOC

No Imbalance of supply and demand so market should return to price Prior to market on close.

So: 10,000 sells at 24 the 10,000 trades at 24 1/8 - Last 24 1/8+

•In all 1/8 point examples it is assumed there is a public Bid and public Offer. If it is the Specialist Bid or Offer,
he must yield to the pairoff, since he is Agent for those orders.

Q. What if the quotation spread is 1/4 or more?

A. Ideally, the specialist should offset the imbalance and cross the entire amount inside the existing quote.
Where market conditions or rules do not facilitate such an offset, the “paired-off” portion could be crossed 1/8
point away from the indicated closing price with the imbalance setting the closing sale.

Nonexpiration Day

Examples:

Mkt. 24 - 1/4 100,000×100,000

Last 24 1/4 - a minus tick
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Example A: Sell 20,000 MOC Buy 25,000 MOC

(Assume specialist short)

Imbalance sets close - 20,000 sells at 24 1/8 then 5,000 trades at 24 1/4, last 24 1/4+

Example B: Sell 100,000 MOC Buy 55,000 MOC

if specialist does not “cross” the entire amount at 24 1/8

Imbalance sets close - 55,000 sells at 24 1/8 then 45,000 trades at 24; last 24 -

Example C: Sell 20,000 MOC Buy 20,000 MOC

No imbalance

20,000 sells at 24 1/8; last 24 1/8 -

Q. How will the specialist determine which orders receive which prices?

A. While all MOC orders become effective simultaneously, it would be consistent with NYSE policy to allocate
the most advantageous prices to the orders received earliest.
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Market Surveillance

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Index Arbitrage Restrictions/Expiration Friday

Pursuant to the Exchange's filing with the Securities and Exchange Commission of proposed Rule 80A, on
“expiration Friday” (March 18, 1988) any restrictions which would apply by a virtue of the fact that the Dow
Jones Industrial Average may reach a value of 50 or more points above or below the average's closing value
on the previous trading day shall not apply to any market-on-close order transmitted on that day when that
day is the last trading day of any derivative index product.

Any questions you may have regarding this may be directed to Mr. Vincent Sarnatora at (212) 656-4597 or
Mr. David Leibowitz at (212) 656-4588.

Donald J. Solodar

Senior Vice President
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March 10, 1988

  

Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: APPLICATION OF SHORT SALE RULE TO EXCHANGE TRADING

The Exchange has recently been requested to clarify the application of Exchange Rule 440B (short sale
rule) in connection with index arbitrage trading. Securities Exchange Act Rule 10a-1 and Exchange Rule
440B must be complied with when effecting transactions on the Exchange. In order to comply with Exchange
Rule 440B, a sale must be marked short and comply with the “tick test” if a firm is net short taking into
account all other trading activities of the firm, including bona fide arbitrage, risk arbitrage or bona fide hedging
transactions.

It should also be noted that index arbitrage trading does not qualify for the exemption provided in Securities
Exchange Act Rule 10a-1(e)(7) in that both index options and index futures contracts are cash delivery
instruments and not convertible into the underlying securities.

If there are any questions regarding this matter, please contact your firm coordinator.

Edward A. Kwalwasser

Senior Vice President

Member Firm Regulation
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March 4, 1988

  

Member Firm Regulation

PLEASE ROUTE TO REGISTRATION AND COMPLIANCE DEPARTMENTS

 TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: ADOPTION OF AMENDMENTS TO NYSE RULES 345 AND 10

SUMMARY

The Exchange has extended its registration requirements under Rule 345 to cover securities traders,
securities lending representatives and direct supervisors of such persons. Supplementary Material to Rule
345 has been updated and its provisions have been repositioned. In addition, the Exchange has amended
Rule 10 which defines the term “registered representative.”

Introduction

On February 4, 1988, by SEA Release No. 34-25312, the Securities and Exchange Commission
approved changes to Rule 345, “Employees - Registration, Approval, Records' and Rule 10, “Registered
Representative.” Further, the Commission approved an addendum to Form U-4 (Uniform Application for
Securities Industry Registration or Transfer) which will be required of securities lending representatives and
their direct supervisors.

These amendments to the rules and Form U-4 were the result of a comprehensive review by the Exchange
of its registration and qualification requirements. The new provisions relating to securities lending personnel

were formulated in conjunction with the Industry Securities Lending Task Force 1   which was formed to
address issues stemming from the dramatic increase in the securities lending business.

Rule 345

Rule 345 provides for the registration, qualification and acceptance of registered representatives and the
registration of officers of member organizations. In addition, Supplementary Material to Rule 345 sets forth
related requirements regarding recordkeeping, investigations, training and examination of registered and/or
non-registered employees.

The amendments to Rule 345 require securities traders, securities lending representatives and direct
supervisors of securities traders and securities lending representatives to register with the Exchange through
the filing of Form U-4.

Securities Traders

Amended Rule 345.10 defines “securities trader” as anyone engaged in the purchase or sale of securities or
other similar instruments for the account of his employer and who does not transact business with the public.
Prior to the amendment, registration was not required for traders who dealt only with other brokers or dealers
and not with the public. Given the increased incidence of trading in member organizations' operations,
the Exchange determined that persons performing these functions should be registered and subject to
qualification standards.
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In order to be accepted by the Exchange, a securities trader candidate must qualify by passing the General
Securities Representative Examination (Series 7). There will be no Exchange mandated training requirement
to satisfy. These same examination and registration requirements apply to persons who directly supervise the
activities of securities traders.

Some additional points to note with respect to securities traders are as follows:.

•Securities traders who transact business with the public have been and will continue to be required to
register and qualify as registered representatives.

•Securities traders who until now have not been required to pass a qualifying examination may seek an
examination waiver on an individual basis pursuant to the provisions of amended Rule 345.15(b). This
provision allows waivers of examinations where good cause is shown. The Exchange will review exam waiver
requests for securities traders in light of several factors including the length and type of previous employment
and the examination requirements of other self-regulatory organizations.

•Securities traders and their direct supervisors who are already registered with another self-regulatory
organization, e.g., NASD, must submit an amended page one of Form U-4. (See below for filing instructions.)

Securities Lending Representatives

Rule 345.10 defines a “securities lending representative” as any person who has discretion to commit
his member or member organization employer to any contract or agreement (written or oral) involving
securities lending or borrowing activities with any other person. All securities lending representatives and
their direct supervisors (i.e., persons who fall within the definition in Rule 345.10) must file a Form U-4 with
the Exchange. (See below for filing instructions.) There are no Exchange mandated training or examination
requirements which must be satisfied in order to register. However, securities lending representatives and
their direct supervisors will be required to sign an agreement representing a “code of ethics” which will be filed
as an addendum to Form U-4.

The “Code of Ethics” was developed at the request of and in conjunction with the Industry Securities
Lending Task Force. It is a form of agreement wherein applicants seeking approval as securities lending
representatives or direct supervisors of such persons agree to abide by all policies and procedures
established by their employers as well as all applicable Federal and state securities laws and rules of the
Exchange. Further, the agreement specifically requires compliance with member organization policies and
procedures and Exchange rules with respect to securities transactions, expense accounts and gifts and
gratuities. Member organizations, not already having done so, must establish appropriate policies and
procedures concerning conduct and supervision of securities lending personnel.

Effective Date for Compliance and Filing of Application

Members and member organizations have until August 4, 1988 to register securities traders, securities
lending representatives and the direct supervisors of both.

Applications for registration should be filed with the Central Registration Depository (CRD) by all dual NYSE-
NASD member organizations. Sole NYSE member organizations must file directly with the Exchange.
The addendum to Form U-4 (Code of Ethics) required of securities lending representatives and their direct
supervisors must be filed directly with the Exchange's Qualifications and Registrations Section. Until
such time as the Form U-4 is revised to include these categories of registration, please specify Securities
Trader, Securities Trader Supervisor, Securities Lending Representative or Securities Lending Supervisor
in the “Other” box in question #11 of Form U-4. The fees are the same as those incurred for registered
representatives. If such person is already registered in another capacity, Form U-4 may be amended where
appropriate.

Additional Changes to Rule 345
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•The provision relating to “statutory disqualification” (formerly Rule 345(a)(2)) has been deleted as it is
redundant with Rule 346(f).

•Amendment to Rule 345(b) replaces “member corporation” with “member organization” to include officers of
partnerships.

Supplementary Material to Rule 345

Supplementary Material to the rule has been updated and some provisions repositioned. The more significant
changes are as follows:

•Investigatory and recordkeeping requirements relating to registered persons and other employees have been
specifically and clearly detailed in Rule 345.11 Such requirements were formerly in Rule 345.18.

•A new requirement (Rule 345.12) provides that information contained on Form U-4 must be kept current.
Instructions on Form U-4 require that a registered person ensure that the information contained in Form U-4
is updated and amended as necessary. In this regard, member organizations have an obligation to ensure
that amended Forms are submitted to the Exchange (or its agent) in a timely manner.

•A new provision (Rules 345.14) incorporates registration, maintenance and filing fee requirements by
reference.

•Training and/or examination requirements are enumerated in Rule 345.15 for applicable categories of
registered persons. In this regard it should be noted that a two month training requirement for limited purpose
registered representatives has been added. (See Rule 345.15(3))

•A revised provision (Rule 345.17) requires that termination of employment of any registered person must
be reported to the Exchange or its properly authorized agent (CRD) promptly “but in any event not later than
thirty days following termination.”

Rule 10

Rule 10, as amended, defines a registered representative as an employee who solicits or handles accounts
or orders for the purchase or sale of securities or other similar instruments or is engaged in the solicitation
or handling of business in connection with investment advisory or management services. This change is
intended to clarify that the definition applies to those member organization employees who deal with public
customers in respect to handling securities transactions or servicing accounts and is not limited to those
employees who solicit accounts or transactions.

The definition of registered representative is not intended to include associated persons of member
organizations whose functions are solely and exclusively clerical or ministerial. Therefore, the term would
not include wire operators, (e.g., member organization order room personnel who deal exclusively and on a
non-discretionary basis with other personnel of the same organization), customer service personnel who do
not take orders directly from the public and who take note of customer inquiries and seek to administratively
resolve them, as well as certain other operations, administrative and support personnel. Similarly, persons
characterized as “portfolio managers” who neither solicit or handle accounts or orders for public customers
for the purchase or sale of securities or similar instruments would not be included in the term “registered
representative.”

Questions concerning the registration, qualification and examination requirements for persons required to be
registered should be addressed to Roy Tozer at (212) 656-5204. Additionally, questions regarding this memo
and the amendments to Rules 345 and 10 may be addressed to Donald Siemer at (212) 656-6940.

Raymond J. Hennessy

Vice President

Attachments:
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Exhibit A - Text of Amendments to Rules 345 and 10

Exhibit B - Sample of new Addendum to Form U-4 for use in registering securities lending representatives
and their direct supervisors

Exhibit A

Underscore indicates additions

[Brackets] indicate deletions

#2345 Employees - Registration, Approval, Records

Rule 345.

(a) No member or member organization shall [(1)] permit any natural person to perform regularly the duties
customarily performed by (i) a registered representative, (ii) a securities lending representative, (iii) a
securities trader or (iv) a direct supervisor of (i), (ii) or (iii) above, unless such natural person shall have been
registered with , qualified by and is acceptable to the Exchange[,].

[(2) employ any person not otherwise required to be registered with and approved by the Exchange, prior to
obtaining the approval of the Exchange if such member or member organization knows, or in the exercise of
reasonable care should know, that such person is subject to one or more statutory disqualifications referred to
in the Securities Exchange Act of 1934, as amended.]

(b) No member or member organization [corporation] shall permit any natural person, other than a member
or allied member, to assume the duties of an officer with the power to legally bind such member or member
organization [corporation] unless such member or member organization [corporation] has filed an application
with and received the approval of the Exchange. (See also Rules 304 (#2304) and 311 (#2311).)

(See Rule 346(f) (#2346(f)) which prohibits association with any natural person or entity subject to a “statutory
disqualification”.)

[(See Rule 10 [#2010] for definition of registered representative.)]

… Supplementary Material:

[Registration of Employees]

.10 Employees required to be registered or approved. - See [ Rule 345 and] definitions of “branch office
manager”, [and] “registered representative” and “registered options representative” contained in Rules 9
(#2009) , [and] 10 (#2010) and Rule 700(b)(49) (#2700) and Rule 342 (#2342) for qualification requirements
for supervisors.

A “securities lending representative” is defined as any person who has discretion to commit his member or
member organization employer to any contract or agreement (written or oral) involving securities lending or
borrowing activities with any other person.

A “securities trader” is defined as any person engaged in the purchase or sale of securities or other similar
instruments for the account of his employer and who does not transact any business with the public.

[Any person who was an allied member of the Exchange, in good standing, and who ceases to meet the
definition of an allied member as such term is defined (Article I, Sec. 3(d)) shall automatically cease his status
as an allied member and may upon execution of such agreements as may be required by the Exchange,
qualify as a registered representative, supervisory person or officer. Any person who was an allied member
in good standing but who ceases to qualify as an allied member may continue to perform those functions for
his member corporation as he was performing while an allied member. If any change in the duties of such
person is contemplated, the Exchange should be consulted regarding any further requirements of training and
examination.)
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.11 Investigation and Records. - (a) Members and member organizations shall thoroughly investigate the
previous record of persons whom they contemplate employing including, (1) persons required to be registered
with the Exchange, (2) persons who regularly handle or process securities or monies or maintain the books
and records relating to securities or monies and (3) persons having direct supervisory responsibility over
persons engaged in the activities referred to in (1) and (2) above who are not otherwise required to be
registered,

Investigatory requirements for persons required to be registered with the Exchange (referred to in (a)
(1) above) shall be satisfied when the member organization fulfills its obligation to verify the information
contained in the Uniform Application for Securities Industry Registration or Transfer (Form U-4). Investigatory
requirements pertaining to persons specified in (a)(2) and (3) above shall be satisfied if a member
organization verifies the information obtained pursuant to paragraph (b) below. Notwithstanding the above,
further inquiry shall be made where appropriate in light of background information developed, the Position for
which the person is being considered or other circumstances, Investigation and verification shall be done by a
member, allied member or Person designated under the provisions of Rule 342(b)(1).

(b) Members and member organizations are reminded to obtain and keep on file all information required
under Rule 17a-3(a)(12) of the Securities Exchange Act of 1934 for persons included within the definition of
“associated person” pursuant to Rule 17a-3(a)(12)(ii), In addition, the Exchange requires that a record be kept
of whether a bonding company has ever denied or revoked, or paid out on any bond because of such person.

If an employee is registered with the Exchange, a duplicate copy of Form U-4 signed by an authorized person
shall satisfy all the record-keeping requirements of this paragraph.

.12 [.11] Applications. - Applications for all natural persons required to be registered with the Exchange shall
[the registration of a “registered representative” or the approval of an “officer” should] be submitted to the
Exchange on Form U-4, copies of which will be supplied on request. The application for the approval of such
[a] registered person shall [representative should] be completed and filed upon the candidate's employment
in order that [any] processing [done by the Exchange] may be completed by the time the training period is
finished. (See .18 - Filing With Agent.)

The information contained on Form U-4 must be kept current and shall be updated by the filing with the
Exchange of an amendment to that Form.

.13 [.16] Agreements. - Prior to the Exchange's consideration of the application, each candidate for
registration, other than a member or allied member of the Exchange, [Each prospective registered
representative or officer, in consideration of the Exchange's consideration of the applicant's application,] shall
sign an agreement (s), on a form (s) prescribed by the Exchange, which includes a pledge that the registered
person [registered representative or officer] will abide by the Constitution and Rules adopted pursuant thereto
as these now exist and as from time to time amended.

.14 Payment of fees. - Members and member organizations shall may registration, maintenance, filing, and
other related fees as prescribed by the Exchange.

.15 Qualifications. - [Acceptability]

(1) Candidates for registration. - (a) Candidates for registration, [Each registered representative, whatever
the nature or extent of his activity, must] shall qualify by meeting the training requirement and by passing a
qualification examination, as applicable, which is acceptable to the Exchange.

(b)[(3)(b)] Training and Examination waivers. -Where good cause is shown, [If the candidate is advanced
in years, or suffers from a physical infirmity or health condition which might be seriously aggravated by a
required examination,] the training and/or examination requirement for a candidate for registration may be
waived at the discretion of the Exchange. Consideration may be given to previous related employment and
to training and/or examination requirements of other self-regulatory organizations. [provided the firm certifies]
In such cases, the Exchange must be satisfied that the candidate is qualified for registration. [has been
adequately trained.] [(See Rule 342.13 for examination requirements of supervisors.)]
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(2) [(3)(a)] Registered representatives. - The[usual] training requirement for [training] registered
representative candidates [without previous actual experience] is four months. Such candidates shall Pass a
qualifying examination acceptable to the Exchange.

[The training period may be reduced or waived by the Exchange if the candidate for registration has had
some previous actual experience in the securities business as a principal or employee,or in a closely allied
field (such as a bank trust officer).]

[(3)(c) Consideration will also be given to the training and/or examination requirements or practices of other
(self) regulatory bodies,and satisfaction of such requirements may be accepted by the Exchange in lieu of
those imposed by it.]

(3) [(2)] Limited registration. - Applications as limited purpose [for] registered representative candidates will
be considered by the Exchange for those duly qualified persons whose activities are limited solely to the
solicitation or handling of the sale or purchase of: investment company securities and variable contracts,
insurance premium funding programs, [real estate securities, and] direct participation programs, [.] and
municipal securities, among other limited registration categories. Limited purpose registered representative
candidates shall qualify by satisfying a two-month training requirement and by passing a qualification
examination acceptable to the Exchange.

(4) [(5)] Registered options representative. - Each registered representative who transacts any business with
the public in option contracts shall (must] qualify as a “Registered Options Representative” by satisfying the
four month training requirement and passing a qualification examination acceptable to the Exchange. (See
Rule 700(b)(49).)

(5) Securities traders and their direct supervisors. Securities traders candidates shall pass a qualification
examination acceptable to the Exchange.

(6) [(4)] Commodities Solicitors. - Individuals who are engaged in the solicitation or handling of business in, or
the sale of, commodities futures contracts shall [must] demonstrate their competency by satisfying a solicitor's
examination of a national commodities exchange, which examination is acceptable to the Exchange.
[Individuals engaged in the purchase or sale of securities, or other similar instruments for the account of their
employer must demonstrate their competency by satisfying an examination requireent acceptable to the
Exchange.]

.16 [.17] Power of Exchange over all employees. - The Exchange may require at any time that the name,
terms of employment, and actual duties of any person employed by a member or member organization shall
be stated to the Exchange, together with such other information with respect to such employee as it may
deem appropriate to permit it to enforce compliance with the Rules.

.17 [.13] Termination of employment. - The discharge or termination of employment of any registered person,
[representative or officer] together with the reasons therefor, shall be reported promptly, but in any event not
later than thirty days following termination, to the Exchange on a U-5Form. [which forms are available at the
Exchange.] (See .18 - Filing With Agent.)

.18 [.14] Filing With Agent. - Any filing or sub-mission required to be made with the Exchange under this rule,
where appropriate, may be [which is] made with a properly authorized agent acting on behalf of the Exchange
and shall [for purposes of this rule] be deemed to be a filing with the Exchange.

[(See Rule 342 [#2342] and supplementary material for information re other offices.)]

[.18 Investigation and Records. - Members and member organizations should make a thorough inquiry into
the previous record and reputation of persons whom they contemplate employing. The background and
reputation checks should, whenever possible, include at least personal conversations with all employers
during the previous 3 years. Further inquiry should be made where appropriate in the light of background
information developed,the position for which the person is being considered, or other circumstances.
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Verification and investigation should be done by a member or allied member, or by an authorized person
under the supervision of such member or allied member.

Members and member organizations should obtain at the time of employment of any person,whether
registered with the Exchange or not, and keep on file during employment and for a minimum period of 3
years after termination of employment and any other connection with the member or member organization,
all information required under Rule 17a-3(a)(12) of the Securities Exchange Act of 1934. In addition, the
Exchange requires the signature and a recent photograph of such personnel and a record of whether a surety
bond has ever been denied or revoked, or a surety paid because of such person.

If any employee is registered with the Exchange, a duplicate copy of the registration application form signed
by an authorized person shall satisfy all the record-keeping requirements of this paragraph except the recent
photograph.)

#2010 “Registered Representative”

Rule 10. The term “registered representative” means an employee engaged in the solicitation or handling
of accounts or orders for the purchase or sale of securities, or other similar instruments for the accounts of
customers of his employer or in the solicitation or handling of business in connection with [of subscriptions to]
investment advisory or [to] investment management service s furnished on a fee basis by his employer. [The
term “registered representative” does not apply to individuals who are engaged solely in the solicitation or
handling of business in, or the sale of commodity contracts or who are engaged solely as securities traders;
or securities arbitrageurs. However, any individuals soliciting commodities contracts or engaged as securities
traders, are subject to an examination as provided in Rule 345.15.]

Exhibit B

New York Stock Exchange, Inc. Agreement

(Must be completed by all applicants for approval as securities lending representatives and all direct
supervisors of securities lending representatives)

(1) Compliance with Policies and Regulations

As an employee engaged in securities lending or borrowing activities, including, but not limited to, negotiating
rates, contract values and credit parameters and payment of rebates. I will abide by the policies and
procedures established by my employer as well as all applicable Federal and state securities laws and with
the Constitution and Rules of the New York Stock Exchange.

(2) Securities Transactions

I agree to obtain the written consent of my employer prior to opening a securities account at another financial
institution and will arrange to furnish duplicate copies of confirmations and statements to appropriate
supervisory persons at my employer in accordance with the rules of the New York Stock Exchange.

(3) Expense Accounts

I agree that when exercising expense account privileges I will act in accordance with the guidelines
established by my employer and I understand that persons designated as having supervisory responsibilities
over securities lending or borrowing activities will make a thorough review of all such expense account
records.

(4) Gifts and Gratuities

I agree that I will promptly notify appropriate supervisory personnel of all gift and gratuity offerings and
receipts in order to ensure adherence to my employer's and the Exchange's policy.

____________________________           _______________________________
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Date                                   Signature of Applicant

__________________________________     _______________________________

__

Witness                                Title

(Must be either a partner of the firm, officer of the corporation, branch office manager, or authorized
employee. Please indicate which.)

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  The Task Force is comprised of representatives from the Securities Industry Association's Operations
and Securities Lending Divisions as well as its Capital and Operations Committees and self-regulatory
organizations (NYSE, National Securities Clearing Corp., Depository Trust Co.).
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 88-2

Click to open document in a browser

February 24, 1988

  

Member Firm Regulation

PLEASE ROUTE TO COMPLIANCE AND LEGAL DEPARTMENTS

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF EXECUTIVE OFFICER/MANAGING PARTNER

SUBJECT: ADOPTION OF AMENDMENTS TO ARTICLE IX, SECTION 5 OF THE CONSTITUTION,
“DISCIPLINARY PROCEDURES - PENALTIES AND REVIEW”, AND RULE 476, “DISCIPLINARY
PROCEEDINGS”.

On January 20, 1988, the Securities and Exchange Commission approved amendments to Article IX, Section
5 of the Constitution and Rule 476 of the Rules of the Board of Directors (See Securities Exchange Act
Release No. 34-25276).

Elimination of Fine Limitations

Section 5 of Article IX of the Exchange Constitution and Rule 476 set forth disciplinary sanctions which
may be imposed following a finding of guilt in an Exchange disciplinary proceeding. One of the sanctions
enumerated is the imposition of a fine.

Prior to the adoption of the amendments, the Constitution and Rule 476 set forth maximum per charge fines
that could be imposed in such disciplinary proceedings of $25,000 for a natural person and $100,000 for other
than a natural person. The amendments to the Constitution and rule eliminate the limitations on the amounts
of fines that may be imposed.

The amended fine limitations will apply to findings stemming from violations that occur after January 20, 1988.

Amendment of Hearing Panel Composition Requirements

Rule 476(b) also sets forth procedures with respect to the composition of Panels hearing disciplinary
proceedings, relating such composition to the employment classification of the respondent.

The rule provides, in pertinent part, that if a respondent is a member, member organization, allied member,
or approved person, the Hearing Panel shall be composed of members or allied members; if the respondent
is an employee of a member or member organization (but not a member or allied member), the Panel shall
be composed of employees of members or member organizations (but not members or allied members). The
amendment to the rule will require that, to the extent reasonably possible, at least one member of the Panel
hearing a disciplinary proceeding shall be engaged in activities similar to those of the respondent.

The amendment to the rule will provide a procedural safe-guard designed to assure, to the extent reasonably
possible, that at least one member of the Panel has a closer knowledge and understanding of the activities
generally engaged in by the respondent.

The amended Hearing Panel composition procedure is effective immediately.

A copy of amended Rule 476 and Article IX, Section 5 of the Constitution are annexed hereto as Exhibit A.

It should be noted that, except as to the changes described above, the procedures for Exchange disciplinary
proceedings remain unchanged.
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Any questions relating to the amendments to Rule 476 and Article IX, Section 5 of the Constitution concerning
elimination of fine limitations should be directed to Donald Siemer at (212) 656-6940 or Patricia Pallingayan
at (212) 656-2744. Any questions concerning the amendment of Hearing Panel composition requirements
should be directed to Vincent Murphy at (212) 656-6556.

Edward A. Kwalwasser

Senior Vice President

Member Firm Regulation

In any Hearing under this Rule involving as a respondent therein a member, member organization, allied
member, or approved person, the members of the Hearing Board serving on the Panel shall be members
or allied members at least one of whom, to the extent reasonably possibly. is engaged in similar activities
as the respondent. In any such proceeding relating to activities on the Floor of the Exchange, at least one
of the persons serving on the Panel shall be a member active on the Floor of the Exchange. In any such
proceeding relating to any other activities, at least one of the persons serving on the Panel shall work in the
office of a member or member organization which engages in a business involving substantial direct contact
with securities customers.

In any Hearing under this Rule involving as a respondent therein a registered or non-registered employee
of a member or member organization who is not a member or allied member, the members of the Hearing
Board serving on the Panel shall be registered employees or non-registered employees of members and
member organizations who are not members or allied members and at least one of whom, to the extent
reasonably possible, is engaged in similar activities as the respondent. In any such proceeding relating to
such employees activities on the Floor of the Exchange, at least one of the persons serving on the Panel shall
be a registered or non-registered employee of a member or member organization active on the Floor of the
Exchange, who is not a member or allied member. In any such proceeding relating to any other activities at
least one of the persons serving on the Panel shall work in the office of a member or member organization
which engages in a business involving substantial direct contact with securities customers.

In any Hearing under this Rule involving as joint respondents therein one or more members or member
organizations, allied members or approved persons, together with one or more registered or non-registered
employees of a member or member organization who are not members or allied members, at least one of the
persons serving on the Panel shall be a member or allied member and at least one other person serving on
the Panel shall be a registered or non-registered employee of a member or member organization who is not
a member or allied member, and the functional qualifications required of Hearing Panel members as stated
above shall be satisfied.

For all purposes of this Rule, the decision of a majority of the Panel shall be the decision of the Panel and
shall be final and conclusive, unless a request to the Board of Directors for review is filed as provided in this
Rule.

* * * *

Exhibit A

Additions underscored

Deletions [bracketed]

ARTICLE IX

Disciplinary Proceedings

* * *

Penalties and Review
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SEC. 5. Penalties and Review. If a member, member organization, allied member, approved person or
registered or non-registered employee of a member or member organization is adjudged guilty in any
disciplinary proceeding, the hearing panel shall impose one or more of the following disciplinary sanctions:
expulsion, suspension, limitation as to activities, functions, and operations, including the suspension or
cancellation of a registration in, or assignment of, one or more stocks, fine [(with respect to each charge as
to which guilt is determined) by an amount not exceeding $25,000 as to any natural person or $100,000 as to
any person other than a natural person), censure, suspension or bar from being associated with any member
or member organization, or any other fitting sanction. In any disciplinary proceeding, any sanction imposed
may be remitted or reduced by the hearing panel on such terms and conditions as it shall deem fair and
equitable. In a disciplinary proceeding involving a written consent to the imposition of a specified penalty, the
hearing panel, in imposing a penalty, may impose the penalty agreed to or any penalty which is less severe
than the stipulated penalty as it deems appropriate or the hearing panel may reject such consent.

* * * *

Disciplinary Proceedings Involving Charges Against Members, Member Organizations, Allied Members,
Approved Persons, or Employees

Rule 476 (a) If a member, member organization, allied member, approved person, or registered or non-
registered employee of a member or member organization is adjudged guilty in a proceeding under this Rule
of any of the following offenses -

* * *

then, in any such event, the Hearing Panel shall, in accordance with the procedures set forth in this Rule,
impose one or more of the following disciplinary sanctions on such member, member organization, allied
member, approved person, or registered or non-registered employee: expulsion; suspension; limitation
as to activities, functions, and operations, including the suspension or cancellation of a registration in, or
assignment of, one or more stocks; fine l(with respect to each charge as to which guilt is determined) by an
amount not exceeding $25,000 as to any natural person or $100,000 as to any person other than a natural
person); censure; suspension or bar from being associated with any member or member organization; or any
other fitting sanction. In any proceeding under this Rule, any sanction imposed may be remitted or reduced by
the Hearing Panel on such terms and conditions as it deems fair and equitable.

(b) All proceedings under this Rule, except as to matters referred to in paragraph (c),shall be conducted at a
Hearing in accordance with the provisions of this Rule and shall be held before a Hearing Panel consisting of
at least three persons: a Hearing Officer, who shall be Chairman of the Panel, with the remainder of the Panel
being members of the Hearing Board.

The Chairman of the Board of the Exchange, subject to the approval of the Board of Directors, shall from
time to time appoint a Hearing Board to be composed of such number of members and allied members of
the Exchange who are not members of the Board of Directors, and registered employees and non-registered
employees of members and member organizations, as the Chairman of the Board of the Exchange shall
deem necessary. The members of the Hearing Board shall be appointed annually and shall serve at the
pleasure of the Board of Directors. The Chairman of the Board of the Exchange, subject to the approval of
the Board of Directors, shall also designate from among the officers and employees of the Exchange a Chief
Hearing Officer and one or more other Hearing Officers who shall have no Exchange duties or functions
relating to the investigation or preparation of disciplinary matters and who shall be appointed annually and
shall serve as Hearing officers at the pleasure of the Board of Directors.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Member Firm Regulation

 TO: Chief Financial Officers and Managing Directors of Specialist Organizations

SUBJECT: Specialist Capital Checks

Whenever there has been a substantial increase or decrease in the price of NYSE listed securities overall or
in an individual listed security we have obtained capital information from each Specialist Unit or the specialist
in the individual security over the telephone.

Obtaining this information promptly enables the Exchange to determine in a timely manner whether there
are problems being experienced in the Specialist System, and to take appropriate regulatory action when
necessary. In view of the current increase in market volatility and in order to formalize our past practices,
effective immediately all Specialist Units are being asked to provide the information described on the attached
forms. (One form is for Specialist Units that clear through other brokers and the other is for Units that Self-
clear). This information should be submitted daily to the Exchange by 9:00 a.m. on the day after trade date.
The forms should be sent to the attention of Joseph O'Loughlin, 22 nd Floor at 20 Broad Street.

Edward A. Kwalwasser

Senior Vice President

Self-Clearing Specialist Capital Report

Specialist                                                 Trade

Unit:_______________________________________               Date:________

Person Completing Report:______________________________    Telephone

                                                           #_______

Signature:_____________________________________________

_____

 1.  Excess Net Capital 
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SEC Rule 15c3-1

     As of date______                              $     __________________

                                                         __

     (If exempt go to Line #5)

 2.  Specialist Haircuts (Rule 104)                +     __________________

                                                         _

 3.  P&(L) since last computation                  +(#)  __________________

                                                         _

 4.  Capital required to finance or carry

     investment account                            -     __________________

                                                         _

 4A. Other Adjustments to Net Liquid Assets        +(#) __________________

                                                         _

 5.  Net Liquid Assets (NLA)                             __________________

                                                         ___

     [Total Lines 1 through 4A]
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Specialist Stock Positions (Trading &

     Investment Account)

 7.  Total Market Value Long                       $     __________________

                                                         __

 8.  Total Market Value Short                            __________________

                                                         ___

 9.  Total Market Value Specialist Investment            __________________

     Positions                                           ___

10.  Total Market Value (TMV)

     [Total Lines 7 through 9]                           __________________

                                                         ___

     Percentage NLA (Line 5)______%

     TMV (Line 10)

11.  Bank Loans                                    $     __________________

                                                         __
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12.  Value of Securities Pledged (VSP)                   __________________

                                                         ___

13.  Equity (EQ) (Line 12 Less Line 11)                  __________________

                                                         ___

14.  Margin % EQ - VSP (Line 13 - Line 12)               __________________

                                                         ___

15.  

Rule 104.20 Position Requirement              $     __________________

                                                         ________________

Does the unit have an arrangement per Rule 104.30 established to carry the specialist account beyond usual
credit limits?

                                                       _____         _____

                                                  Yes  _____     No  _____

Please list on reverse side each specialist position long or short over 5,000 shares and/or a market value over
one million dollars.

                   Capital Report of Specialist Units Which

                        Clear Through Other Brokers

   Specialist Unit:____________________________   Trade Date:  __________

   Person Completing Report:___________________   Signature:   __________
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   Telephone #_____________________________

   Clearing Firm:__________________________

    1.  Market Value Long Positions

        (Specialist Stock Only)               $____________________

    2.  Net Credit Balance                    _____________________

    3.  Total - Lines 1 & 2                   _____________________

    4.  Market Value Short Positions

        (Specialist Stock Only)               _____________________

    5.  Net Debit Balance                     _____________________

    6.  Total - Lines 4 & 5                   _____________________

    7.  Equity - Lines 3-6                    _____________________

    8.  Total Specialist Market Value

        [Total Lines 1 + 4]                   _____________________       %

    9.  Equity Percentage - Line 7 - 8        _____________________       %

\1/10.  Other Equity Available - Securities   _____________________

   11.  Other Equity Available - Cash         _____________________
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\1/ Include investment accounts, partners accounts, etc.

Is an arrangement per 104.30 established to carry the specialist account beyond usual credit limits? If so
explain _____________________________________

Rule 104.20 Position Requirement $ ____________________________

Please list on the reverse side each specialist position long and short over 5,000 shares and/or a market
value over one million dollars.
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Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: EXPANSION OF NYSE CONTRACT WITH COMMODITY EXCHANGES

The NYSE is pleased to announce that effective January 1, 1988, it has expanded its existing contract with
THE CHICAGO MERCANTILE EXCHANGE, THE COMMODITY EXCHANGE, INC., THE COFFEE, SUGAR
AND COCOA EXCHANGE, INC., THE NEW YORK COTTON EXCHANGE, THE NEW YORK FUTURES
EXCHANGE, INC., THE NEW YORK MERCANTILE EXCHANGE, THE AMEX COMMODITIES CORP., AND
THE PHILADELPHIA BOARD OF TRADE (“Commodity Exchanges”). Under the agreement, the NYSE acts
as the agent for the Commodity Exchanges in performing financial and operational examinations of members
of both the NYSE and one or more of the Commodity Exchanges (“Member Organizations”). Therefore,
Member Organizations need not receive separate examinations from each exchange which is a party to
this contract. Starting January 1, 1988, the NYSE will also act as agent for the Commodity Exchanges
in reviewing and approving subordinated loans, as well as prepayment requests. Therefore, Member
Organizations should file all documentation relating to subordinated loans with the NYSE. Approval by the
NYSE will constitute approval by all contract participants and separate filings with each of the Commodity
Exchanges will no longer be required.

Important - Please note that the Chicago Board of Trade (CBOT) is not a party to this contract and filings
with CBOT will not be affected by this change. If you have any questions, please contact your Surveillance
Director.

Edward A. Kwalwasser

Senior Vice President

Member Firm Regulation
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Market Surveillance

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Procedures for Handling Market-At-The-Close Orders on December 18, 1987 (“Expiration Friday”)

Pursuant to the Securities and Exchange Commission's request, the NYSE will implement procedures
regarding the entry of market-at-the-close orders on “expiration Friday” this December 18, 1987, as outlined
below. The December 18 Procedures have been filed as a rule with the SEC.

These procedures, as well as pertinent questions and answers (attached) pertaining to the handling of
market-at-the-close orders are addressed in this memorandum.

Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of market at-the-close orders on so-called
“expiration Fridays” (the Fridays preceding the expiration or settlement of options or futures contracts based
on a stock index). The procedures, which may be used only on expiration Fridays, are intended to provide an
orderly means for handling market at-the-close orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using market at-the-close orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

Fifty Pilot Stocks

For the purpose of facilitating the publication of any significant order imbalance in one of the 50 Pilot Stocks
(see attached list), you must enter all market-at-the-close orders, relating to index arbitrage positions, by 3:.30
p.m. eastern time. It should be noted that, pursuant to Rule 13, an order for execution at the close may only
be entered for execution at-the-market; “limit-at-the-close” orders are not permitted.

As soon as possible after 3:30 p.m., the Exchange will publish on the tape any imbalance of market-at-the-
close orders of 50,000 shares or more that existed at.3:30 p.m. in those 50 stocks. While market-at-the-
close orders previously entered may be cancelled or reduced in size, once such publication has been made,
any market-at-the-close orders subsequently entered will be accepted only to trade on the opposite side of
the market in relation to such published imbalance. The liquidation of positions relating to index arbitrage
using market-at-the-close orders entered after 3:30 p.m. is not permitted, even if such orders might offset
net reported imbalances. In the event that no imbalance message is disseminated in a particular stock, no
market-at-the-close orders will be accepted after 3:30 p.m. in that issue.

Due to cancellations or reductions and entry of offsetting market-at-the-close orders, the imbalance of market-
at-the-close orders published as of 3:30 p.m. may not reflect the imbalance that exists at the close.

These procedures relate only to the 50 pilot stocks. Regular procedures will apply to all other listed securities.
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Printing at the Close

Where there is an imbalance in market at-the-close orders, the imbalance may, at the close of trading, be
executed against the bid or offer on the Exchange, as appropriate. (An imbalance of buy orders would be
executed against the offer. An imbalance of sell orders would be executed against the bid.) The member
may then stop the remaining buy and sell orders against each other and pair them off at the price of the
immediately preceding sale described above. The “pair off” transaction would be printed on the tape as
“stopped stock.”

Where the aggregate size of buy market at-the-close orders in a stock equals the aggregate size of sell
market at-the-close orders, they may be “stopped” against each other and paired-off at the price of the last
sale on the Exchange just prior to the close of trading in that stock on that day. The transaction should be
reported to the Consolidated Tape as “stopped stock.”

“G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-off
“at-the-close” orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing
price that are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-the-
market theoretically could have been executed at a better price (and still satisfy the “short sale” rule in terms
of a “plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be applicable if
the order was a market order to sell “long” or a market order to buy.

Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Rules 9a-2, 10a-1, 10b-5, as well
as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Robert J. McSweeney at (212) 656-6766
or Mr. David Leibowitz at (212) 656-4588.

Donald J. Solodar

Senior Vice President

                                  

Attachments
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Top 50 Stocks

                                 

December, 1987

ABT                    ABBOTT LABORATORIES

ALD                    ALLIED SIGNAL, INC.

AA                     ALUMINUM COMPANY OF AMERICA

AXP                    AMERICAN EXPRESS COMPANY

T                      AMERICAN TELEPHONE & TELEGRAPH COMPANY

AIT                    AMERITECH

AN                     AMOCO CORPORATION

ARC                    ATLANTIC RICHFIELD COMPANY

BEL                    BELL ATLANTIC CORPORATION

BLS                    BELL SOUTH CORPORATION

BS                     BETHLEHEM STEEL CORPORATION

BA                     BOEING COMPANY

BMY                    BRISTOL MYERS COMPANY
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CHV                    CHEVRON CORPORATION

KO                     COCA-COLA COMPANY

DEC                    DIGITAL EQUIPMENT COMPANY

DOW                    DOW CHEMICAL COMPANY

DD                     E. I. duPONT deNEMOURS & COMPANY

EK                     EASTMAN KODAK COMPANY

XON                    EXXON CORPORATION

Z                      F.W. WOOLWORTH COMPANY

F                      FORD MOTOR COMPANY

GE                     GENERAL ELECTRIC COMPANY

GM                     GENERAL MOTORS CORPORATION

GT                     GOODYEAR TIRE & RUBBER COMPANY

GTE                    GTE CORPORATION

HWP                    HEWLETT PACKARD COMPANY

IBM                    INTERNATIONAL BUSINESS MACHINES CORPORATION

IP                     INTERNATIONAL PAPER COMPANY
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JNJ                    JOHNSON AND JOHNSON

MCD                    McDONALDS CORPORATION

MRK                    MERCK & COMPANY, INC.

MMM                    MINNESOTA MINING & MANUFACTURING COMPANY

MOB                    MOBIL CORPORATION

NAV                    NAVISTAR INTERNATIONAL CORPORATION

NYN                    NYNEX CORPORATION

PAC                    PACIFIC TELESIS GROUP

MO                     PHILIP MORRIS COS INC. HOLDING CO.

PA                     PRIMERICA CORPORATION

PG                     PROCTOR & GAMBLE COMPANY

RJR                    RJR NABISCO, INC.

RD                     ROYAL DUTCH PETROLEUM COMPANY

S                      SEARS, ROEBUCK & COMPANY

SBC                    SOUTHWESTERN BELL CORPORATION

TX                     TEXACO, INC.
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UK                     UNION CARBIDE CORPORATION

UTX                    UNITED TECHNOLOGIES CORPORATION

W                      USX CORPORATION

WMT                    WAL-MART STORES, INC.

WX                     WESTINGHOUSE ELECTRIC CORPORATION

MEMORANDUM

Date: December 10, 1987

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Openings and Market on Close (MOC) Orders

Openings

Q. Can “limit at the openings” (“limit OPG”) orders be entered in the stocks that are not among the 50
stocks included in the pilot?

A. “Limit at the opening” (“limit OPG”) orders are not permitted in any stocks on expiration Friday. On all other
days these orders are permitted. (“Limit at the close” orders are not permitted at any time.)

Q. When can specialists obtain an OARS status request?

A. At any time after 7:30 a.m., in any stock (specialists should review OARS inquiry, freeze and opening
procedures to avoid problems).

Q. Must specialists wait until 9:27 a.m. to start the ITS pre-opening application?

A. No. ITS Pre-Opening notifications may be issued beginning at 9:00 a.m.

Q. Are “G” orders to sell short at the market handled differently at the opening then at the close on
expiration day?

A. Yes, “G” short market orders are covered by two different procedures. At the opening they are handled as
they are on any other day. “G” short market orders must yield to all public limit orders at the lowest valid short
tick. At any higher price the “G” shorts need not yield. At the close, “G” market shorts must yield to all limit
orders at the sale price, even if that price is higher than the first valid short tick.

Q. How should specialists and Floor Officials handle requests to “hold the opening” in the 50 pilot
stocks?

A. The Exchange has added auxiliary and early procedures with the express purpose of providing a prompt
opening in all stocks, not just the 50 pilot stocks. Brokers should be told-to have their opening interest
represented by 9:30 a.m., and assuming adequate pricing information re: substantial disparity from the close,
all stocks should be opened as quickly after 9:30 as possible.
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MOC Orders

Q. When can a specialist print “paired off” market on close orders as “stopped stock”?

A. The special “stopped stock” procedure for Market on Close orders is used only 12 times a year on
“expiration days”, usually the 3rd Friday of each month.

Q. On expiration days, how do you determine the price at which to print the “stopped stock”.7

A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

Q. How do you determine the price at which MOC orders are executed on nonexpiration days ?

A. Again, the general rule of thumb is imbalance creates price change while a perfect pair-off creates no
change in price.

Nonexpiration Day

Examples:

Mkt. 24 - 1/8 20,000×30,000

Last Sale 24 1/8 - a zero minus tick

Example A: Sell 20,000 MOC; Buy 25,000 MOC

Imbalance Rules - 20,000 sells at 24 then 25,000 trades at 24 1/8 - Last 24 1/8+

Example B: Sell 20,000 MOC; Buy 15,000 MOC

Imbalance Rules Again - 15,000 trades 24 1/8 then 20,000 sells at 24 - Last 24 -

Example C: Sell 10,000 MOC; Buy 10,000 MOC

No Imbalance of supply and demand so market should return to price prior to market on close.

So: 10,000 sells at 24 the 10,000 trades at 24 1/8 - Last 24 1/8+

•In all 1/8 point examples it is assumed there is a Public Bid and Public Offer. If it is the Specialist Bid or Offer,
he must yield to the pair-off, since he is Agent for those orders.

Q. What if the quotation spread is 1/4 or more?

A. Ideally, the specialist should offset the imbalance and cross the entire amount inside the existing quote.
Where market conditions or rules do not facilitate such an offset, the “paired-off” portion could be crossed 1/8
point away from the indicated closing price with the imbalance setting the closing sale.

Nonexpiration Day

Examples:

Mkt. 24 - 1/4 100,000×100,000

Last 24 1/4 - a minus tick

Example A: Sell 20,000 MOC Buy 25,000 MOC (Assume specialist short)

Imbalance sets close - 20,000 sells at 24 1/8 then 5,000 trades at 24 1/4, last 24 1/4+

Example B: Sell 100,000 MOC Buy 55,000 MOC if specialist does not “cross” the entire amount at 24 1/8

Imbalance sets close - 55,000 sells at 24 1/8 then 45,000 trades at 24; last 24 -

Example C: Sell 20,000 MOC Buy 20,000 MOC

No imbalance 20,000 sells at 24 1/8; last 24 1/8
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Q. How will the specialist determine which orders receive which prices?

A. While all MOC orders become effective simultaneously, it would be consistent with NYSE policy to allocate
the most advantageous prices to the orders received earliest.

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Market Surveillance

 TO: All Members on the Floor

FROM: Market Surveillance

SUBJECT: Confirmation of G.T.C. Orders in Ex-Dividend Stocks

With regard to the confirmation of G.T.C. orders on Saturday, December 5, 1987, in stocks which will be ex-
dividend on Monday, December 7, specialists will be responsible for the reductions in price or increase in size
of all G.T.C. orders to buy and all G.T.C. stop orders to sell which are in their possession.

Thus, all commission firms are directed to send their confirmations with the original price of the order.

Orders to buy and stop orders to sell such stocks which are entered on Monday, December 7, 1987, will be
presumed by the specialists to have been reduced in price and increased in size by the members entering the
orders.

Attached for your information is a list of those stocks which will be ex-dividend on Monday, December 7,
1987.

Donald J. Solodar

Senior Vice President

                                    

Attachment

                          NEW YORK STOCK EXCHANGE, INC

                     LISTED COMPANY ADMINISTRATIVE SYSTEMS

                                EX-DIVIDEND LIST

STOCK OF RECORD DECEMBER 11, 1987

‘REGULAR WAY’ TRADES IN THE FOLLOWING STOCKS WILL BE EX-DIVIDED

MONDAY. DECEMBER 7, 1987.
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‘CASH TRADES’ THROUGH THE RECORD DATE WILL INCLUDE DIVIDEND.

‘NEXT DAY’ TRADES UP TO BUT NOT INCLUDING RECORD DATE WILL INCLUDE

DIVIDEND.

WITH REGARD TO A STOCK DIVIDEND OR STOCK DISTRIBUTION OPEN BUY

AND OPEN STOP ORDERS TO SELL SHALL BE REDUCED IN PRICE AND INCREASED

IN SHARES PURSUANT TO 

RULE 118

POST

11 AT                        ALLTEL CORPORATION                                         
 38¢

                             AMERICAN HOME PRODUCTS CORP

04 AHP PR                    $2 CONV PFD STK                                            
 50¢

05 ASO                       AMSOUTH BANCORPORATION                                     
 31¢

07 BMG                       BATTLE MOUNTAIN GOLD COMPANY                             2
 1/2¢

                             CLASS A COMMON
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12 EDX                       BECTON, DICKINSON AND COMPANY                           21
 1/2¢

11 BDK                       BLACK & DECKER CORPORATION                                 
 10¢

                             (THE)

02 BAB                       BRITISH AIRWAYS PLC (ADR)                               
 $0.458

06 BNS                       BROWN & SHARPE MANUFACTURING                               
 10¢

                             COMPANY

11 BW                        BRUSH WELLMAN INC.                                         
 15¢

04 CI                        CIGNA CORPORATION                                          
 70¢

04 CI PR C                   $4 10 CUM CONV EXCH PFD STK SER C                     $1.02
 1/2

30 CER PR                    CENTRAL ILLINOIS LIGHT COMPANY                        $1.12
 1/2

                             4 1/2% CUM PFD

                             CHASE MANHATTAN CORPORATION

                             (THE)

01 CMB PR D                  PFD STK 10 1/2% - SER D                               $1.31
 1/4
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01 CMB PR E                  PFD STK FLT RTE SER E                                   
 $2.263

30 CVX PR B                  CLEVELAND ELEC ILLUM CO SRL PFD                          
 $1.89

                             STK $7.56 SER B

30 CVX PR L                  SRL PFD STK ADJ RTE SER L                                
 $2.27

30 CMS PR A                  CONSUMERS POWER $4.16 PFD                                
 $1.04

30 CMS PR B                  $4.50 CUM PFD                                         $1.12
 1/2

30 CMS PR C                  $4.52 CUM PFD                                            
 $1.13

30 CMS PR D                  $7.45 PFD STK CUM                                     $1.86
 2/4

30 CMS PR E                  $7.72 PFD STK                                            
 $1.93

30 CMS PR G                  $7.76 PFD STK CUM                                        
 $1.94

30 CMS PR H                  $7.68 PFD STK                                            
 $1.92

04 DF                        DEAN FOODS COMPANY                                      13
 1/2¢
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11 DVL                       DEL-VAL FINANCIAL CORPORATION                              
 15¢

06 ESY                       E-SYSTEMS, INC.                                         12
 1/2¢

12 ENE                       ENRON CORP                                                 
 62¢

11 FLA                       FLORIDA EAST COAST INDUSTRIES,                              
 5¢

                             INC.                                            AND 5¢
 SPECIAL.

09 GCI                       GANNETT CO., INC.                                          
 25¢

                             GREYHOUND CORPORATION (THE)

30 G PR                      $4.75 PFD STK                                         $1.18
 3/4

07 GSO                       GROWTH STOCK OUTLOOK TRUST                             
 $0.4464

                             INC

04 GW                        GULF + WESTERN INC.                                        
 30¢

04 GW PF S                   $5.75 S F PFD STK                                     $2.43
 3/4

04 HRD                       HANNAFORD BROS. CO.                                        
 14¢
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08 HF                        HOUSE OF FABRICS. INC.                                     
 12¢

14 ICX                       IC INDUSTRIES, INC.                                        
 22¢

01 IEL                       IE INDUSTRIES INC.                                      50
 1/2¢

30 IME PR                    INDIANA MICHIGAN POWER CO.                               
 $1.77

                             7.08% CUM PREF STK

30 IME PR B                  7 76% CUM PFD STK B                                      
 $1.94

30 IME PR C                  8.68 % CUM PFD STK C                                     
 $2.17

30 IME PR D                  12% CUM PFD STK D                                        
 $3.00

07 IME PR E                  $2.15 CVM PFD STK E                                     53
 3/4¢

07 IME PR F                  $2.25 CUM PFD STK F                                     56
 1/4¢

07 IME PR G                  $2.75 CUM PFD STK G                                     68
 3/4¢

09 JCI                       JOHNSON CONTROLS, INC.                                  27
 1/2¢
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09 KUH                       KUHLMAN CORPORATION                                         
 5%

                                                                                   IN
 COMMON

                                                                                     
 STOCK.

05 LG                        LACLEDE GAS COMPANY                                        
 55¢

11 USA                       LIBERTY ALL-STAR EQUITY FUND (S                            
 25¢

                             B I)

05 LTD                       LIMITED, INC (THE)                                          
 6¢

04 LOC                       LOCTITE CORPORATION                                        
 15¢

07 MOR                       MORGAN KEEGAN INC                                           
 5¢

13 MYO                       MURRAY OHIO MANUFACTURING CO                               
 20¢

07 MUO                       MUTUAL OF OMAHA INTEREST                                   
 36¢

                             SHARES, INC.

10 NCR                       NCR CORPORATION                                            
 25¢
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06 NUI                       NVI CORP                                                   
 39¢

11 NPL PR                    NORTHWEST PIPELINE                                      62
 1/2¢

                             CORPORATION $2.50 CUM PFD STK

11 NPL PR A                  $2.36 CUM PFD STK                                          
 59¢

03 PEP                       PEPSICO, INC.                                              
 17¢

                             PRIMERICA CORPORATION

14 PA PF A                   $3.00 SER CONV PFD STK                                     
 75¢

14 PA PR B                   $13.75 SER PFD STK                                    $3.43
 3/4

14 PGR                       PROGRESSIVE CORPORATION (THE)                              
 10¢

12 RCP                       ROCKEFELLER CENTER PROPERTIES.                             
 45¢

                             INC

13 SMI                       SPRINGS INDUSTRIES,                                        
 21¢

                             INCORPORATED
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13 TXT                       TEXTRON INCORPORATED                                       
 25¢

13 TXT PR A                  $2.08 CUM CONV PFD STK SER A                               
 52¢

13 TXT PF B                  $1.40 CONV PFD DIV STK SER B                               
 35¢

04 TTX                       TULTEX CORPORATION                                          
 9¢

07 UNF                       UNIFIRST CORP                                               
 5¢

10 WMT                       WAL-MART STORES, INC                                        
 3¢

05 WSL                       WESTERN SAVINGS AND LOAN                                    
 6¢

                             ASSOCIATION (PERM GTD)

04 ZRN                       ZURN INDUSTRIES INC                                        
 17¢

ALL TRANSACTIONS MONDAY, DECEMBER 7, 1987 IN NEWHALL INVESTMENT

PROPERTIES, DEP RECEIPT (NIP) WILL BE EX-DIVIDEND $2.10 PER SHARE, DUE-BILL-CHECKS

MUST ACCOMPANY CERTIFICATES DELIVERED AFTER OCTOBER 23

IN SETTLEMENT OF CONTRACTS MADE PRIOR TO DECEMBER 7.

END
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Member Firm Regulation

PLEASE ROUTE TO MARGIN, CASHIER AND COMPLIANCE DEPARTMENTS

 TO: MEMBERS AND MEMBER ORGANIZATION

ATTENTION: MANAGING PARTNER/CHIEF EXECUTIVE OFFICERS AND SUBSCRIBERS

SUBJECT: IMPACT OF 1988 HOLIDAYS ON REQUESTS FOR MARGIN EXTENSIONS

Recently, there have been an increasing number of “extensions of time” denied due to late or improper
requests during those periods where a bank holiday occurs that is not an Exchange holiday. The major
problem arises when settlement dates (delivery dates) are adjusted to composite for bank holidays occurring
during the year on which the Exchange is open for business.

Periodically, the Exchange issues special bulletins whenever settlement dates for “regular way” contracts
are to be amended to accommodate a bank holiday that is not an Exchange holiday. The purpose of these
bulletins is to alert member organization of the effect on Rule 12 (Business Day) that such bank holidays
will have in the areas of: contract settlement dates; ex-divided or ex-right dates; computation of interest on
contracts in bonds or premiums on loans of securities; rights to mark to market; ability to make reclamations,
and the close out of contracts under Rule 284 (Procedure for CLosing Defaulted Contract).

Regulation “T” Requirements

It must be clearly understood that these changes in settlement dates do not affect or alter the time prescribed
in Regulation “T” as to when payments are due from customers. Regardless of what settlement date is
assigned a “regular way” contract,. all customer security transactions are subject to Regulation “T” (other than
exempted securities) and must be paid for within seven (7) business days after trade date. Any requests for:
extensions of time” on such transactions must be received by the Exchange on the seventh (7) business day
after trade date.

As a reminder, the Board of Governors of the Federal System has interpreted a “business day” for Regulation
“T” purposes to mean any day on which a broker is open for business. Therefore, every day the Exchange is
open for business is a business day.

SEC Requirements

When submitting applications for “extensions of time” under SEC Rule 15c3-3n, the Exchange has
requested that member organizations only recognize Exchange holidays in determining the due date for sale
transactions in cash accounts. Accordingly, all requests should be received by the Exchange on the fifteenth
(15th) business day after trade date. The submission of extensions for sale transactions on the fifteenth (15th)
business day after trade date, rather than the tenth (10th) day after settlement date (as permitted in SEC Rule
15c3-3m), will allow the Exchange's computerized extension system to properly process extensions of time
and will reduce the number of requests denied for improper dates. In addition, this procedure will eliminate
the confusion created due to bank holidays on which the Exchange is open for business.

Holidays
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For your guidance, below is a list of those holidays on which the Exchange will be closed during 1988. Only
those holidays listed are considered by the Exchange as a non-business day. Any holidays not included on
this list are considered business days.

Holiday                                Day                 Date

New Year's Day                         Friday              January 1

Washington's Birthday                  Monday              February 15

Good Friday                            Friday              April 1

Memorial Day                           Monday              May 30

Independence Day (observed)            Monday              July 4

Labor Day                              Monday              November 24

Thanksgiving Day                       Thursday            November 24

Christmas                              Monday              December 26

Any questions relative to this circular should be directed to Richard Nowicki (212) 656-7683, Pat Neil (212)
656-5227 or Steve Levine (212) 656-7080.

Raymond J. Hennessy

Vice President
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December 1, 1987

  

Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: OPERATIONS AND LEGAL AND COMPLIANCE DEPARTMENTS

SUBJECT: APPLICATION OF RULE 387 (COD ORDERS) TO SAME DAY FUNDS SETTLEMENT

The Depository Trust Company (“DTC”) is currently conducting a pilot program to provide depository services
for some same-day fund securities. Under the plan, certain securities (see listing of types attached) which
require settlement in same-day funds (federal funds) have been made depository eligible.

To allow an orderly and effective transition to the same-day funds settlement system and due to the possibility
that member organization participants will need to make adjustments in their operations during the pilot
phase, the Exchange has granted a temporary exemption from the provisions of Rule 387(5) with regard to
depository transactions in securities in the same-day funds settlement service. This exemption will not extend
beyond June 30, 1988 and the Exchange will consider reinstating application of the rule at an earlier date if
DTC determines that the systems implementation has been successfully completed.

Questions relating to the above, should be directed to William F. Dilger (212)656-6528 or Raymond J.
Hennessy (212)656-8338.

Raymond J. Hennessy

Vice President

DTC Same-Day Funds Settlement (SDFS) Service

Six Types of Targeted Securities

1. Municipal notes with a maturity of one year or less, e.g., Bond Anticipation Notes (BANs), Revenue
Anticipation Notes (RANs) and Tax Anticipation Notes (TANs).

2. Municipal bonds with a short-term demand option which typically enables investors (e.g., tax-exempt
money market funds) to sell (“Put”) the bonds at their face value to a remarketing agent on seven-day notice.

3. Zero coupon bonds (custodial receipts issued by an investment banker) backed by coupons with a specific
payable date stripped from U.S. Government bonds - or the bond corpus itself, held by an agent bank e.g.
CATS, TIGRS' LIONS, COUGARS, TEDDYBEARS, EGTRs and TRs.

4. Collateralized Mortgage Obligations (CMOs), variants of mortgage-backed securities which periodically
pass-through to investors principal and interest payments on underlying mortgages, issued in tranches
(typically, four) designed for .greater predictability of the effect of mortgage pre-payments on their longevity.

5. Auction-rate and tender-rate preferred stocks with an option to sell at a fixed liquidation preference value
(typically, $100,000 to $500,000 per share) periodically (usually, every seven weeks) in a dutch auction or to
a remarketing agent. These are money market stocks purchased by corporations that can benefit from the
dividends-received tax deduction (presently 85%).

6. Medium term notes, continuously offered by corporations under shelf registrations, with maturities from 9
months to 15 years tailored to the needs of the issuer and the institutional investor.
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Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: OPERATIONS AND LEGAL AND COMPLIANCE DEPARTMENTS

SUBJECT: COD ORDERS - AMENDMENTS TO RULE 387

By Release No. 34-25120, dated November 13, 1987, the Securities and Exchange Commission approved
amendments to Exchange Rule 387, dealing with collect on delivery or payment on delivery (COD/POD)
transactions along with similar amendments filed by the National Association of Securities Dealers (NASD)
and Pacific Stock Exchange, Inc. (PSE). The text of the Rule 387 amendments, which are effective February
11, 1988, are attached as “Exhibit A.”

Present Rule 387(a)(5) requires a customer or its agent to utilize the facilities of a securities depository for
the confirmation, acknowledgment and book entry settlement of all depository eligible transactions done on
a COD/POD basis. Rule 387.10(2) and (3) provide an exemption from this provision for transactions when
both a member organization or customer and their agent are not participants in a securities depository.
This amendment eliminates that exemption and requires member organizations to accept customer COD
transactions in depository eligible securities only where the customer or its agent can provide for settlement
through a depository.

When amended in 1983, Rule 387.20 provided that the Exchange would periodically review the exemptions
then contained in .10 of the Rule. Since that time, the Exchange has monitored settlements of COD
transactions in the depository environment, and now believes that requiring all COD/POD transactions to
settle through a depository will provide additional benefits to the securities industry as a whole in the form
of lower processing costs. Similar changes to NASD and PSE rules, which have also been approved by the
SEC, support this view-point and will have the effect of increasing the standardization of COD settlement
procedures in the industry. It should be remembered that any member organization or customer choosing not
to utilize a depository's facilities for its transactions retain the option to settle on a regular cash basis rather
than COD/POD.

As stated above, the Amendments will become effective on February 11, 1988, which is ninety days after
issuance of the SEC's approval order. Member organizations are expected to use this ninety day period to
prepare for implementation of the amendments. Compliance preparations should be assigned a high priority
within your organization to ensure readiness by the aforementioned effective date, since no extensions will be
granted to member organizations.

Questions relating to these amendments should be directed to William F. Dilger (212) 656-6528 or Raymond
J. Hennessy (212) 656-8338.

Raymond J. Hennessy

Vice PResident

Exhibit A

New language underscored

Deleted language in [brackets]
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Rule 387. COD Orders

(a) No member organization shall accept an order from a customer pursuant to an arrangement whereby
payment for securities purchased or delivery of securities sold is to be made to or by an agent of the
customer unless all of the following procedures are followed:

(1) The member or member organization shall have received from the customer prior to or at the time of
accepting the order, the name and address of the agent and the name and account number of the customer
on file with the agent.

(2) Each order accepted from the customer pursuant to such an arrangement has noted thereon the fact that
it is a payment on delivery (POD) or collect on delivery (COD) transaction.

(3) The member organization delivers to the customer a confirmation, or all relevant data customarily
contained in a confirmation with respect to the execution of the order, in whole or in part, not later than the
close of business on the next business day after any such execution, and

(4) The member organization has obtained an agreement from the customer that the customer will furnish his
agent instructions with respect to the receipt or delivery of the securities involved in the transaction promptly
upon receipt by the customer of each confirmation, or the relevant data as to,each execution, relating to such
order (even though such execution represents the purchase or sale of only a part of the order), and that in
any event the customer will assure that such instructions are delivered to his agent no later than:

(i) in the case of a purchase by the customer where the agent is to receive the securities against payment
(COD), the close of business on the fourth business day after the date of execution of the trade as to which
the particular confirmation relates; or

(ii) in the case of a sale by the customer where the agent is to deliver the securities against payment (POD),
the close of business on the third business day after the date of execution of the trade as to which the
particular confirmation relates.

(5) The customer or its agent shall utilize the facilities of a securities depository for the confirmation,
acknowledgement and book entry settlement of all depository eligible transactions.

… Supplementary Material:

.10 [The following transactions shall be exempt from the provisions of paragraph (a)(5) of this Rule:

(1)] Transactions that are to be settled outside of the United States shall be exempt from the provisions of
paragraph (a)(5) of this Rule.

[(2) Transactions wherein both a member organization and its agent are not participants in a securities
depository.

(3) Transactions wherein both a customer and its agent are not participants in a securities depository.

.20 The exemptions contained in .10(2) and (3) of this Supplementary Material shall be periodically reviewed
by the Exchange in order to determine their continued necessity.]

.30 For the purposes of this rule, a “securities depository” shall mean a clearing agency as defined in
Section 3(a)(23) of the Securities Exchange Act of 1934, that is registered with the Securities and Exchange
Commission pursuant to Section 17A(b)(2) of the Act.

.40 For the purposes of this rule, ‘depository eligible transactions’ shall mean transactions in those securities
for which confirmation, acknowledgement and book entry settlement can be performed through the facilities of
a securities depository as defined in Rule 387.30.

[.50 Rule 387(a)(5) and Supplementary Material .10, .20, .30, and .40 shall become effective January 1,
1983.]

Adopted.

Effective June 7, 1971
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Amendment.

January 1, 1983

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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November 20, 1987

  

Market Surveillance Services

 TO: Members and Member Organizations

SUBJECT: Tax Switching Transactions

The following is a reminder to members and member organizations that riskless tax switching trades are
prohibited. Please note that this prohibition applies with equal force at openings and to bond transactions.

* * *

Transactions effected as described below are not permitted on the Floor of the Exchange and if discovered
will result in appropriate disciplinary action by the Exchange:

An Exchange member (“member A”), desiring to effect a tax switch of 1,000 shares of XYZ, approaches the
XYZ specialist and informs him of his wish to effect the tax switch at approximately the price of the current bid
or the current offer for XYZ. For purposes of this hypothetical example, assume that the current market for
XYZ is 35 3/8 bid for 2,000 shares and 35 5/8 asked for 1,500 shares, both representing limit orders entered
on the XYZ specialist's book. The XYZ specialist agrees to handle member A's purchase and sale tax switch
orders as agent, undertaking to execute those orders against market orders or other orders seeking execution
at the current bid or ask prices. Assume that another member (“member B”) subsequently approaches the
XYZ specialist with an order to sell (assuming for the sake of simplicity an order to sell 1,000 shares of XYZ at
the market), and is willing to effect the sale at the current bid of 35 3/8. The specialist then effects member B's
sale at that price, informing member B, for clearing purposes, that he has sold to member A.

Simultaneously, the specialist effects, as agent, a second trade of 1,000 shares of XYZ for member A with
the order or orders on his book, giving up, for clearing purposes, member A as the seller and, as the buyer
or buyers, the broker or brokers whose orders he represents; in terms of time priority of their receipt, the first

1,000 shares on his book at the bid price of 35 3/8. 1 

Only one of the two 1,000-share transactions in XYZ would be reported for inclusion in the consolidated
transactions reporting system.

The Exchange has concluded that transactions effected in the foregoing manner are not consistent with
Exchange Rule 78, which prohibits pre-arranged; trades, and should not take place.

* * *

As noted above, transactions which establish taxable gains and losses may continue to be effected on the
Floor, but all such transactions must be made in accordance with all applicable trading rules. For example,
no problems would seem to arise under Exchange Rules and procedures if the switching transaction
was effected at the risk of the market. Such would be the case if the transaction was not pre-arranged
or guaranteed in any fashion. There should be two independent transactions - a purchase and sale, or
vice versa, but the price of each should be independently established. At the time of the first transaction
there should be no guarantee or assurance of the price of the second. The period of time between the two
transactions would not of itself determine whether or not the switching had been effected at the risk of the
market. The sending of a buy and sell order for the same customer through the Opening Automated Report
system (OARS) to effect a tax switch transaction on the opening or through our Designated Order Turnaround
System (DOT) at the close is not permissible.
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Questions regarding this matter should be directed to Daniel Saporito on (212) 656-5097 or William Iommi on
(212) 656-6829.

Donald J. Solodar

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Had the first independent order to arrive at the post been a market order to buy rather than an order to
sell, the tax switch would have been effected at the offer price.
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November 20, 1987

  

Market Surveillance Services

 TO: Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Confirmation of G.T.C. Orders

Confirmation of G.T.C. orders in stocks in the unit of trading has been scheduled to take place on Saturday
December 5, 1987. G.T.C. orders, including single slip G.T.C. orders entered on December 3 and 4, 1987,
must be confirmed or renewed with specialists on December 5 in order to retain their status on the specialists'
books. All orders which are not confirmed or renewed will expire. The renewed orders should be dated
December 7, 1987.

Please note that it is now mandatory that all firms, who confirm G.T.C. orders on the Floor, must utilize the
Exchange's automated system offered by the Securities Industry Automation Corporation (SIAC).

Specialists must be represented on the trading Floor unless specifically excused by a Floor Governor, and
specialists must take steps to insure sufficient clerical support staff to assist in the confirmation process. All
members and member organizations having G.T.C. orders on specialists' books must also be represented
on the trading Floor on Saturday, unless specifically excused by a Floor Governor and such members and
member organizations must take steps to insure that their offices are sufficiently staffed.

The facilities of the Exchange will be open to members and their employees on Saturday, December 5, 1987
from 8:00 a.m. until 5:00 p.m. Members are reminded that the usual restrictions regarding visitors on the
Exchange Floor will apply on Saturday, December 5, 1987.

In view of the fact that certain stocks will sell ex-dividend on December 7, 1987, the first trade date in the next
period, the attention of all members is called to the fact that under the rules, all G.T.C. orders to buy and all
G.T.C. stop orders to sell such stocks, which are confirmed or renewed with the specialists on December
5, 1987 will be reduced by the specialists unless otherwise directed. Therefore, all commission firms are
directed to send their confirmations with the original price of the order.

In addition, if paragraph .22 of Rule 118 applies, such orders will also be increased in shares by the
specialists, unless instructed to the contrary. All orders to buy and stop orders to sell such stocks which are
entered with the specialists on December 7, 1987 will be presumed by the specialists' to have been reduced
in price and increased in shares by the members entering the orders.

Any questions regarding this matter should be directed to William Iommi (212) 656-6829.

Donald J. Solodar

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
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November 17, 1987

  

Member Firm Regulation

PLEASE ROUTE TO OPTIONS AND COMPLIANCE DEPARTMENTS

 TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: REVISION OF THE OPTIONS DISCLOSURE DOCUMENT

The options disclosure document, “Characteristics and Risks of Standardized Options,” has been amended,
effective September 17, 1987. (See SEA Release No. 34-24895 dated September 9, 1987.) The amended
disclosure document reflects recent changes in the options markets especially with respect to internationally-
traded options.

As a reminder, Exchange Rule 726 requires members and member organizations to distribute a copy of each
new amendment to or revision of each applicable current options disclosure document to every customer
having an account approved for trading the particular kind of option covered by such options disclosure
document. As an alternative, members and member organizations may distribute such amendment or
revision not later than the time a confirmation of a transaction in such particular kind of option is delivered to
such customer.

Copies of the amended options disclosure document may be obtained from The Options Clearing
Corporation, 200 South Wacker Drive, Chicago, Illinois 60606, (312) 322-6200. Questions concerning Rule
726 may be directed to Mary Anne Furlong at (212) 656-4823.

Raymond J. Hennessy

Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
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November 5, 1987

  

Member Firm Regulation

 PLEASE ROUTE TO: CREDIT, COMPLIANCE, OPERATIONS, P&S, CONTROLLER, TRADING AND
UNDERWRITING DEPARTMENTS

TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: MANAGING PARTNER/CHIEF EXECUTIVE OFFICER AND SUBSCRIBERS

SUBJECT: THE BRITISH PETROLEUM COMPANY, p.l.c. AMERICAN DEPOSITARY RECEIPTS - NYSE,
SEC AND FRB REQUIREMENTS AND GUIDELINES

The United Kingdom Government (“HM Treasury”) has offered additional shares of The British Petroleum
Company p.l.c. American Depositary Shares (“ADS's”), which registration became effective under the 1933
and 1934 Securities Acts, on October 30, 1987. As indicated in the final prospectus dated October 30, 1987,
the shares are being sold on an installment basis as follows:

- Upon full payment of the purchase price plus amounts in respect of UK stamp duty reserve tax (currently
1 1/2% of each installment of the purchase price), each American Depositary Share will represent twelve
outstanding Ordinary Shares of The British Petroleum Company p.l.c. Prior to full payment, the American
Depositary Shares will be evidenced by Interim American Depositary Receipts (Interim ADRs). Upon full
payment, they will be evidenced by ADRs in definitive form.

- The full purchase price of each ADS under the Combined Offer is payable in three installments. The first
installment will be due upon delivery. The second installment will be due on August 30, 1988, and the final
installment will be due on April 27, 1989.

- Holders of the Interim ADRs are responsible for payment of the second and the final installments plus
amounts in respect of UK stamp duty reserve tax (currently 1 1/2% of each installment).

The Installment Payment American Depositary Shares of The British Petroleum Company p.l.c. have
been admitted to “Regular Way” dealings on the Exchange October 30, 1987. The Ticker Symbol for the
Installment Payment ADSs will be “BP PP”. The suffix “PP” will be used to identify the Part Paid Securities.

Member organizations should review their operations and systems and coordinate with NSCC, DTC and the
“Depositary” to assure themselves that the Interim ADRs are processed appropriately.

In view of some of the unique aspects of this offering, the Exchange wishes to advise member organizations
of certain special requirements which have been adopted as well as reiterate applicable existing regulations.

Margin Requirements*

Federal Reserve Board Regulation T - In accordance with Regulation T, any security that is registered on or
has unlisted trading privileges on a national securities exchange is a “margin security” and may be purchased
or carried in a margin account. The margin “required on a “margin security” is 50% of the current market
value.

Since the ADRs will be listed and traded on the Exchange, they are eligible for margin privileges. However,
members of the underwriting and selling group, under Section 11(d)(1) of the Securities Exchange Act of
1934, are subject to certain restrictions before they can extend credit on the ADRs (see discussion below).
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New York Stock Exchange Rule 431 - The Exchange Rule 431 initial and maintenance margin requirements
for customers are: 25% of the current market value of all ADRs “long” in the account; $5 per ADR or 30% of
the current market value of the ADR, whichever is greater, of each ADR “short” in the account selling at $5
per ADR or above; and $2.50 per ADR or 100% of the current market value of the ADR, whichever is greater,
of each ADR “short” in the account selling at less than $5 per ADR. In addition, on new transactions the Rule
requires a minimum equity in margin accounts of at least $2,000, except, that cash need not be deposited in
excess of the cost of any ADR purchased.

The Exchange has determined that the ADRs shall be subject to the above existing maintenance
requirements. However, the Exchange will closely monitor the market activity and price volatility of the ADRs
and, if appropriate, impose higher requirements as permitted under Rule 431(a).

Member organizations should also closely monitor activity in the ADRs with a view toward imposing higher
“house” maintenance requirements, when appropriate, in order to maintain sufficient equity in customer's
margin accounts because of the installment payment method of ADRS.

•As used herein the term “ADR” includes Interim and definitive ADRs.

Securities Exchange Act of 1934, Section 11(d)(1) - This provision prohibits a person who is both a broker
and a dealer from extending credit to a customer on any security which is part of a new issue where the
broker-dealer is a member of a selling syndicate or underwriting group for such new issue. In addition to
prohibiting the extension of credit in connection with the original sale of the security, the Section, and .03,
Scope of Section, prohibits the security from being used as collateral in connection with other transactions
that the broker-dealer may effect for the customer. This prohibition shall be in effect, for shares which are part
of the “International Offer” - the “Underwriting”, for 30 days commencing as follows:

               Selling group participants       -     from the date on which the broker-
dealer

                                                      completes its distribution.

               Underwriters                     -     from the date when both the
 distribution is

                                                      completed and the underwriting
 agreement

                                                      is terminated.

SEC Capital and Reserve Formula Requirements

Due to the unusual aspects of the offering, the Securities and Exchange Commission has approved special
Capital, Reserve Formula and Custody and Control of Securities requirements until May 4, 1989 as outlined
below.

Capital Requirements (Rule 15c3-1)

Proprietary Positions - Member organizations computing net capital under the basic or alternative methods
will be subject to a net capital charge equal to 15% of the of the market value of the fully paid shares currently
traded, undue concentration and unrealized losses.
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Based on the October 29, 1987 announcement by HM Treasury ADS holders may resell part paid shares to
the Bank of England for a limited period of time (“price support period”). Accordingly, the capital charges are
limited to the lesser of the amount computed above or the excess of current market value of the part paid
shares over the agreed upon support price while the offer remains in effect.

Underwriting Positions - During the period of the underwriting, underwriters shall be subject to a capital
charge equal to unrealized losses on the underwriting plus 15% of the market value of fully paid shares
currently traded and appropriate undue concentration charges. These charges on the date on which the
broker-dealer is irrevocably committed to the underwriting (commitment date).

However, the deduction is limited to the total liability of the underwriter to HM Treasury on the offering,
including giving effect to any agreement with HM Treasury allowing underwriters to resell part paid shares to
the Bank of England.

This charge would apply to member organizations computing net capital under the basic or alternative
method. Unrealized profits on open contractual commitments are allowed to reduce haircuts but not to
otherwise increase net worth or net capital.

The initial capital charge on the total offering can be subsequently reduced to the extent that sales can be and
are legally confirmed to customers.

Reserve Formula (Rule 15c3-3) - Ledger credits and adequately secured debits relating to customers'
transactions in the ADRs are to be included in the Formula Computation. For example, in November
1987 ledger debits and credits relating to the first Interim ADRs must be included in the Reserve Formula
Computations. When the second Interim and definitive ADRs are traded regular way in August 1988 and April
1989 respectively, ledger debits and credits relating to those ADRs must be included in the Reserve Formula
Computation.

Custody and Control of Securities (Rule 15c3-3) - The adjusted ledger debit used for the purpose of
calculating the value of excess margin securities based on 140% should not include the liability to pay the
second and third installments respectively until the second Interim or definitive ADRS, as the case may be,
are traded regular way.

Operational Procedures

The Exchange will monitor the operational aspects of the offering within member organizations and the
clearing agencies and, if necessary, implement any special procedures or reporting mechanisms that may be
appropriate.

Disclosure of Customer's Liability

Member organizations should take extraordinary measures to insure that customers are aware of
the installment nature of payment for the ADRS, and the obligation of the holder of Interim ADRs to
make payment of future installments. Pursuant to Rule 401 (Business Conduct) members and member
organizations shall, at a minimum, make appropriate disclosure to all customers who purchase Interim ADRs
of the remaining installments and the amount payable in British pounds sterling. Such disclosure must be
made at or before the completion of the transaction:

1) as part of the trade confirmation (either by imprinting or stamping) or

2) as separate notification (which must accompany the trade confirmation).

The Exchange suggests the following language be imprinted on trade confirmations. The language is
necessarily abbreviated due to limitations of available space on, and computer processing of, confirmations.

FOR FIRST INTERIM ADRs

BUYER ASSUMES OBLIG TO PAY
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2D&FNL INSTL OF xxx

PDS. STLG. EACH PLUS UK TAX

FOR SECOND INTERIM ADRs

BUYER ASSUMES OBLIG TO PAY

FNL INSTL OF xxx

PDS. STLG. EACH PLUS UK TAX

Member organizations that stamp confirmations or use a separate notification for disclosure will be expected
to use language less abbreviated than that suggested above.

The Exchange suggests that after each purchase of Interim ADRS, the first monthly statement of account
sent to customers, or a separate notice sent at or about the same time, shall fully disclose: 1) the customer's
liability for, and the amount of, remaining installment payable in British pounds sterling and 2) that part or all
of their position tn Interim ADRs may be liquidated in the event of non-payment of installments. Members
and member organizations are also encouraged to send such disclosures with all-monthly statements sent to
customers so long as the customer holds Interim ADRS.

Members and member organizations should consult with their counsel on the exact disclosure language to be
used and the manner in which that disclosure should be made.

Members and member organizations should also hold educational seminars and/or distribute appropriate
written materials to sales personnel prior to the effective date of the offering in order to insure their familiarity
with the unusual nature of the offering.

Recordkeeping

Since both the fully paid ADSs and part-paid (Installment) ADSs will be trading in The British Petroleum
Company p.l.c., member firms entering orders for the purchase or sale of ADSs of The British Petroleum
Company p.l.c. on or after October 30 on behalf of its customers should ascertain whether such orders are for
the fully paid or Installment ADSS.

* * *

MEMBER ORGANIZATIONS SHOULD REVIEW CAREFULLY THE FINAL PROSPECTUS DATED
OCTOBER 30, 1987.

* * *

Questions regarding margin requirements should be directed to Richard Nowicki (212) 656-7683 or Steven
Levine (212) 656-7080. Questions on other subjects discussed in this memorandum should be directed to
your Finance Coordinator.

Raymond J. Hennessy

Vice-President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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November 4, 1987

  

Member Firm Regulation

 ATTENTION: Chief Financial and Operations Officers/Partners

TO: Members and Member Organizations Clearing Transactions or Carrying or Clearing Public Customer
Accounts

SUBJECT: Key Indicator Operational Report

The Exchange, with the advice of financial and operational executives from the securities industry, developed
in 1983 a weekly Key Indicator Operational Report to be requested during periods of high volume or other
unusual periods.

Due to the surge in volume in recent weeks, this report is to be filed on a weekly basis until the end of the
year (December 31, 1987, due January 6, 1988) by members and member organizations that clear securities
transactions or carry or clear public customer accounts.

The report is to be prepared as of the close of business each week and shall be filed on Wednesday of the
following week, with the first report prepared as of Friday, November 13 and due for filing on Wednesday,
November 18, 1987. Reports filed by member organizations located outside of New York City will be
considered timely if postmarked no later than the Wednesday due date.

A copy of the report and the related instructions is attached. Additional copies may be obtained from Printing
and Production, 20 Broad Street, 5th Floor, New York, NY 10005.

The report is to be sent to the attention of:

Data Control

New York Stock Exchange, Inc.

20 Broad Street - 22nd Floor

New York, NY 10005

Questions regarding this report may be directed to your Coordinator.

Edward A. Kwalwasser

Senior Vice President

Attachment

KEOP REPORT KEY INDICATOR OPERATIONAL REPORT

                                       Please read instructions before preparing Form.

          NAME OF BROKER-DEALER                               FIRM ID NO.

          _____________________________                       ____________________
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          ADDRESS OF PRINCIPAL PLACE OF                       FOR PERIOD BEGINNING

          BUSINESS                                            (MM/DD/YY)

          _____________________________                       ____________________

                  (No. and Street)                            AND           ENDING

                                                              (MM/DD/YY)

          _____________________________

           (City)  (State)  (Zip Code)

          NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN

          REGARD TO THIS REPORT

EXECUTION:

The broker or dealer submitting this Form and its attachments and the person by which it is executed
represent hereby that all information contained therein is true, correct and complete. It is understood that all
required items, statements and schedules are considered integral parts of this Form and that the submission
of any amendment represents that all unamended items, statements and schedules remain true, correct and
complete as previously submitted.

Dated the _________________ day of ________________ 19 _______

Manual signatures of:

________________________________________

Principal Operations Officer or Partner

KEY INDICATOR OPERATIONAL REPORT ($000's omitted)

(Please read instructions before preparing form)

                                             N 8                              90

   Broker or Dealer                                                           91

                                           M M D D Y Y        M M D D Y Y
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   This Report Covers the Period From                                         92 To 93

                                                                   

I                       II                        III

                                                                 

No. of                  Debits                    Credits

           

1. Security Record                                    

Items                   (Short                 (Long Value)

                                                                                         

Value)

              

A Average number of

                unadjusted daily

                security record

                breaks during week                                     1
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B Number of security

                record breaks

                unresolved after 1

                business day, as of

                last day of week                                       2

              

C Total unresolved

                security suspense and

                differences

                outstanding 7

                business days or

                longer                                 -

L              3              $           4            $            5

                                                       -

S              6              $           7            $            8
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2. Suspense and difference

              accounts

              

A Money suspense and

                balancing differences

                outstanding 3

                business days or

                longer as of last day

                of week                                                9              $  
        10            $           11

              

B Security suspense

                and related money

                balance differences

                other than P&S

                suspense outstanding
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                3 business days or

                longer as of the last

                day of week                            -

L             12              $          13            $           14

                                                       -

S             15              $          16            $           17

              

C P&S suspense                           -L

                outstanding 3

                business days or

                longer as of the last

                day of week                            -

L             18              $          19            $           20

                                                       -

S             21              $          22            $           23
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3. Unresolved money and

              security differences

              outstanding 5 business

              days or longer as of last

              day of week

              

A Omnibus

                correspondents                         -

L             24              $          25            $           26

                                                       -

S             27              $          28            $           29

              

B DTC and regional

                depositories                           -

L             30              $          31            $           32

                                                       -
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S             33              $          34            $           35

              

C Clearing

                organizations and

                securities clearing

                agencies                               -

L             36              $          37            $           38

                                                       -

S             39              $          40            $           41

              

D Options accounts -

                OCC                                    -

L             42              $          43            $           44

                                                       -

S             45              $          46            $           47
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4. Total fails as of last day

              of week (other than

              CNS)

              

A1 Open fails to deliver                                48              $          49

               

2 Aged fails to deliver

                 outstanding 5

                 business days or

                 longer                                               50              $  
        51

              

B1 Aged fails to

                 receive outstanding

                 5 business days or

                 longer                                               52                 
                      $           53
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5. Unresolved commodity

              differences as of last

              day of week                                             54              $  
        55            $           56

              

A Total breaks, point

                balance and clearing

                account differences

                outstanding 2

                business days or

                longer                                                57              $  
        58            $           59

              

B Other money

                suspense and

                differences 2
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                business

                days or longer                                        60              $  
        61            $           62

              

C Number of margin

                calls outstanding 3

                business days or

                longer                                                63              $  
        64            $           65

           

6. Customer accounts

              

A Number of DK's

                outstanding in COD

                accounts at the end of

                week                                                  66              $  
        67            $           68
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7. P&S                                                                                   
                Total

                                                                                         
                         ___________

              

A Number of P&S trade confirmations processed during

                the week (settlement date basis)                                         
                                  69

                

1 Ex-clearing house trades                                                               
                  70

                

2 Listed option trades                                                                   
                  71

              

B Number of uncompared and unconfirmed trades during

                the week prior to adjustments (settlement date basis)

                

1 Ex-clearing house trades                                                               
                  72
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2 Listed option trades                                                                   
                  73

           

8. General Check here if you have answered question (8)                                  
                       74

Describe any particular problems being experienced or events that have hampered normal operational
procedures including, but not limited, to the following:

A. Correspondent accounts

B. Service bureaus

C. NSCC

D. DTC

E. SIAC

F. OCC

G. Regional depositories and clearing agencies

H. Computer facilities

I. Mergers, acquisitions

J. Addition of significant number of accounts

K. Banks

L. Broker-dealers

M. Institutional customers

N. Other

Key Indicator Operational Report General Instructions

The Key Indicator Operational Report (KEOP) will be requested in high volume periods and under special
circumstances.

The report will be due the Wednesday following the last day of the week.

For reporting purposes, the debits (short values) Column II and credits (long values) column III shall be
rounded to the nearest one thousand dollars ($000's omitted). The figures shall represent the balance as of
the last day of the week unless otherwise specified. Suspense and reconciliation difference items may not be
updated or considered as corrected by transfer, journal entry or otherwise, to another account with a different
nomenclature. Each item must retain its original discovery date unless clearly identified with another item.

If more than one item is reportable for each line, the aggregate number of items should be reported in Column
I. The related aggregated amounts (values) are reportable in Columns II and III if required. A related money
and security value should be considered as one item.

Unrelated securities breaks, differences and suspense items shall not be netted.
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The resolution of suspense or difference transactions after the last day of the week shall not result in a
change in the response. All columns and line items must be answered. If respondent h&s nothing to report,
enter zero.

Retain for at least three years a copy of each report filed along with the related working papers and
memoranda used.

The instructions issued must be used in preparing this report and are considered an integral part of this
report.

Specific Instructions

Line 1. Security Record

Security record breaks are defined as out-of-balance error conditions in the daily recording of security position
changes or movements where the total longs do not equal the total shorts for a given security.

“Long” differences are the amounts needed to balance an excess of short positions over long positions. When
recorded in a difference account, such amount would-be recorded long on the stock record.

“Short” differences are the amounts needed to balance an excess of long positions over short positions.
When recorded in a difference account, such amount would be recorded short on the stock record.

Security record breaks resulting from a day's “out of balance” shall not be netted against another day's “out of
balance” unless research specifically discloses that it is the proper resolution of the particular differences.

The date of discovery for security record breaks shall be the day following any movement in a security and
may not be updated by transferring the break to a suspense or difference account unless related to some
other properly identified suspense or difference item.

Line 1.A Report the average number of daily security record breaks during the week. The stock record breaks
will be comprised of differences prior to any adjustments. Include entries used to balance the security record
which are transferred to a difference or suspense account.

Line 1.B Report the number of unresolved security record breaks during the week which are outstanding over
one business day. All security record breaks open as of the Thursday of that week, would be considered as
open if not resolved on Friday.

Line 1.C Report the market value of all long and short security suspense and differences (including security
record breaks and out-of-balance positions) without related money which are unresolved seven business
days or longer after discovery.

Line 2. Suspense and difference Accounts

Line 2.A Money Only

Report all money suspense and balancing differences which are outstanding 3 business days or longer.

Money suspense and balancing differences shall include any amount required to balance the general ledger
and unresolved differences between general ledger control accounts and subsidiary records or balancing of
blotters, etc.

A “debit” difference may result because of an amount needed to balance excess ledger credits over ledger
debits or adjust general ledger control accounts to subsidiary records. Report debit differences in column II.

A “credit” difference may result because of an amount needed to balance excess ledger debits over ledger
credits or adjust general ledger control accounts to subsidiary records. Report credit differences in column III.

Money suspense and balancing differences shall also include all accounts, in whole or part, containing ledger
debits or credits representing unidentified or unknown items with no related security position or an account
which may contain security positions that cannot be properly related to the money ledger balances.
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Money differences could include, but are not limited to, the following:

A. Unallocated receipts or disbursements.

B. Cash dividend balancing accounts (out-of-balance proofs).

C. Money balancing accounts (EDP), cage, accounting and others.

D. Unresolved money differences resulting from the comparison of detail records to control accounts for
customer accounts, fail to receive, fail to deliver, stocks borrowed, stocks loaned, bank loans, interoffice
accounts and adjustments of other general ledger control accounts to agree with subsidiary records.

E. Any accounts utilized to balance “daily work” which contain debits or credits requiring” resolution. If any
such accounts exist, the ledger balance resulting from a day's “out of balance” work, shall not be netted
against another day's” out of balance” work, unless research specifically discloses that it is the proper
resolution of a particular item or difference.

Line 2.B Money and Securities

Report all transactions in any account containing a long or short security position with a related ledger
balance which are recorded therein pending determination of doubtful ownership, collectibility, or deliverability
and are unresolved 3 business days or longer after discovery. Include P&S suspense items in line (2)(C).

Line 2.C Report the total of purchase and sales suspense transactions (after settlement date) which are
outstanding 3 business days or longer as of the last day of the week.

Line 3. Unresolved Money and Security Differences With Others

Each broker/dealer having any differences shall maintain a record of the date of receipt of the pertinent
statement of account or in the absence of such record, shall compute the elapsed days (aging) from the date
of the statement.

Debit amounts and short values (column II) or credit amounts and long values (column III) applicable to all
unresolved reconciling items shall be reported broad and not netted.

Line 3.A Report all unresolved money and security differences with omnibus accounts which are outstanding
5 business days or longer as of the last day of the week.

Line 3.B Report all unresolved money and security differences with Depository Trust Company and other
regional depositories which are outstanding 5 business days or longer as of the last day of the week.

Line 3.C Report unresolved money and security differences out-standing 5 business days or longer as of the
last day of the week, with National Securities Clearing Corp., or other clearing organizations and securities
clearing agencies.

Line 3.D Report all unresolved money and security differences with Options Clearing Corp. which are
outstanding 5 business days or longer as of the last day of the week.

Line 4. Fails to Deliver and Fails to Receive

Line 4.A1 Report the ledger balances of all fails to deliver, other than continuous net settlement (CNS) fails,
which are open as of the last day of the week.

Line 4.A2 Report the ledger balances of fails to deliver, other than CNS fails, outstanding 5 business days or
longer (21 business days or longer in the case of municipal securities) as of the last day of the week. The fails
are aged on the basis of time periods specified in Rule 15c3-1(c)(2)(ix).

Line 4.B1 Report the ledger balances of fails to receive, other than CNS fails, which are outstanding
5business days or longer as of the last day of the week.

Line 5. Commodity Differences
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Line 5.A Report all unresolved commodity differences includ-ing point balance differences, and clearing
account differences with commodity clearing organizations and commodity broker/dealers which are
outstanding 2 business days or longer as of the end of the week.

Unresolved commodity differences or suspense items may result from the internal balancing of records,and
comparison of the respondent's books of ac-count with the records of clearing organizations and others. Such
items would include, but are not limited to, the following:

1. Customer, non-customer, omnibus and proprietary accounts.

2. Ledger balances and realized and unrealized gains and losses relating to long and short positions in spot
(cash) commodities, forward contracts in commodities and future contracts.

Report in column II total debits, unrealized losses or short values and in column III total credits, unrealized
gains or long values. These items can Consist of unresolved recordkeeping differences, including differences
with other entities as of the report date which have not been resolved within the time frames required,for firm,
customer, non-customer, omnibus, clearing, and contract difference accounts.

Line 5.B Report all other commodity money suspense and differences which are outstanding 2 business days
or longer as of the last day of the week. Include customer, non-customer, omnibus and firm accounts.

Line 5.C Report all commodity margin calls which are out-standing 3 business days or longer as of the end of
the week.

Line 6. Customer Accounts

Line 6.A Report the number of DK's outstanding in cash on delivery accounts at the end of the week.

Line 7. P&S

Line 7.A Report the total number of buy and sell tickets executed as agent and/or principal on settlement date
basis. Exclude money market trades including automatic sweeps and cash management account entries. For
agency transactions, count both the street and the customer side as one transaction. Multiple executions at
the same price which result in one confirmation should be counted as one transaction. In the case of principal
transactions, dealer-to-dealer and retail transactions are counted separately. Firms carrying public customer
accounts for other broker-dealers on a fully disclosed basis are to include transactions emanating from those
accounts in their total ticket count. Firms which introduce accounts on a fully disclosed basis should include
transactions so introduced in their ticket count. Exclude from total ticket counts transactions executed on
behalf of monthly investment plans and those filed on a subscription basis wherein payment is made directly
to an underwriter, sponsor or other distributor who in turn delivers the security purchased directly to the
subscriber.

Line 7.A1 Report the number of ex-clearing house trade confirmations processed during the week (settlement
date basis).

Line 7.A2 Report the number of listed option trade confirmations processed during the week (settlement date
basis).

Line 7.B1 Report separately the total of uncompared or unconfirmed ex-clearing house trades prior to
adjustments during the week (settlement date basis).

Line 7.B2 Report separately the total of uncompared or unconfirmed listed option trades prior to adjustments
during the week (settlement date basis).

Line 8. General

Describe any particular problems being experienced or events which might hamper or have hampered your
normal operating procedures, including, but not limited to, the following:
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Correspondent accounts, service bureaus, NSCC, DTC, SIAC, OCC, regional depositories and clearing
agencies, computer facilities, mergers and acquisitions, addition of significant number of accounts, banks,
broker-dealers, institutional customers, etc.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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November 3, 1987

  

Member Firm Regulation

 TO: Members and Member Organizations

SUBJECT: PACE SECURITIES INC.

As a result of financial difficulties, Pace Securities Inc. has voluntarily agreed to cease to do a securities
business.

Any questions regarding this announcement my be directed to Thomas Kamm at (212) 656-6206 or Kenneth
Lampert at (212) 656-5230.

Edward A. Kwalwasser

Senior Vice President

Member Firm Regulation
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November 2, 1987

  

Market Surveillance Services

 TO: All Members and the Managing Partner/Chief Executive Officer of Each Member Organization

SUBJECT: Amendment to Rule 98 Program to Permit An “Approved Person” of a Specialist Member
Organization to Act As a Managing Underwriter for a Distribution of Specialty Securities

The Exchange's Board of Directors and the Securities and Exchange Commission have approved an
amendment to the Exchange's Rule 98 exemptive program to permit an “approved person” (a diversified
organization or other entity in a control relationship with a member firm) of a specialist organization to act as
a managing underwriter for the distribution of a specialty stock, or of a security convertible into a specialty
stock.

The Rule 98 exemptive program, which was described in detail in an Information Memo dated January
6, 1987 (annexed as Exhibit B), is intended to facilitate diversified organizations entering the specialist
business without having their non-specialist related activities unnecessarily limited by a number of specialist
regulations that would otherwise apply. The exemptions provided by the Rule 98 program are available where
a diversified firm structures its operations in conformity with Guidelines promulgated by the Exchange, and
establishes proper audit and compliance procedures to ensure that an appropriate “functional separation” is
maintained between it and an associated specialist unit.

Among the exemptions provided by the Rule 98 program is an exemption from NYSE Rule 460, which
provides, among other matters, that an approved person of a specialist organization may not engage in
business transactions with the issuer of a stock in which an associated specialist is registered. As originally
adopted, and as described on page 4 of Exhibit B, the Rule 93 program permitted an approved person of a
specialist organization to act as a member of syndicate or a selling group, but not as a managing underwriter,
as to any underwriting of a specialty stock, or a security convertible into a specialty stock. An approved
person was permitted to act as an underwriter in any capacity as to a non-convertible debt issue of a specialty
stock issuer.

As mentioned above, the recent revision to the Rule 98 program involves an amendment to Rule 460.20
(annexed as Exhibit A, and which supersedes the Rule 460 20 reproduced in Exhibit B) to permit an approved
person of a specialist organization to act as an underwriter in any capacity for a distribution of a specialty
stock, or a security convertible into a specialty stock. As required by SEC Rule 10b-6, the associated
specialist organization must “give up the book” in the subject security to another specialist organization for the
time period specified in that Rule when the approved person is engaged in such an underwriting.

The Securities and Exchange Commission has approved the amendment to Rule 460.20 for a six-month
period ending May 1, 1988. We expect to seek permanent approval of this amendment.

Questions about this rule change and the Rule 98 exemptive program may be addressed to Santo Famularo,
Assistant Vice President (212) 656-2074, or Brian McNamara, Director (212) 656-7086, Market Surveillance,
New York Stock Exchange, 11 Wall Street, New York, New York 10005.

Donald J. Solodar

Senior Vice President

Exhibit A
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Rule 460 Specialists Participating in Contests

Deletions [bracketed]

Additions underscored

* * * *

.20 The restrictions in paragraphs (a) and .10 above shall not apply, except as provided herein, to an
approved person entitled to an exemption from this Rule pursuant to Rule 98. The restriction on acquisition of
10% or more of the outstanding shares of any equity security in which an associated specialist is registered,
as provided in Rule 460.10, shall apply to such approved person separate and distinct from the restriction
as applied to any or all other persons specified in Rule 460.10, and positions of the approved person shall
not be aggregated with the positions of any one or more other persons specified in Rule 460.10. The same
principle applies with respect to the reporting of positions specified in Rule 460.10. An approved person
entitled to an exemption from this Rule may engage in business transactions with a copy in whose stock an
associated specialist is registered, and may accept a finder's fee from such company. An approved person
entitled to an exemption from this Rule may not act as a managing underwriter commencing May 1, 1988,
but may [be] at any time act in any other capacity as a member of an underwriting syndicate or a member
of a selling group, for a distribution of (i) any security in which an associated specialist is registered; (ii)
any security which is immediately exchangeable for or convertible into a security in which an associated
specialist is registered; and (iii) any security which entitles the holder thereof immediately to acquire a security
in which an associated specialist is registered. An approved person entitled to an exemption from this Rule
may act as an underwriter in any capacity for a distribution of nonconvertible debt securities of an issuer
in whose equity securities an associated specialist is registered. When an approved person entitled to an
exemption from this Rule is acting or has agreed to act as a member of [a) an underwriting syndicate or a
selling group for a distribution of any security mentioned in (i), (ii), or (iii) above, the associated specialist
member organization shall “give up the book” in the security in which a specialist member of the specialist
member organization is registered to another specialist organization satisfactory to the Exchange which shall
serve as a full time relief specialist until such book may, in accordance with this Rule, be reacquired by the
member organization that is associated with the approved person. The period during which the member
organization shall give up the book as provided above shall commence not later than the date specified in (A),
(B), or (C), whichever is applicable, of Rule 10b-6(a)(3)(xi) of the Securities and Exchange Commission under
the Securities Exchange Act of 1934 and shall end when the approved person has completed his participation
in such distribution in accordance with paragraph (c)(3) of that Rule.

Exhibit B

January 6, 1987

TO: All Members and the Managing Partner/Chief Executive Officer of Each Member Organization

SUBJECT: New Rule 98 to Facilitate Diversified Organizations' Entry into the NYSE Specialist Business

The Securities and Exchange Commission recently approved new NYSE Rule 98 and implementing
Guidelines designed to facilitate diversified organizations entering the specialist business on the NYSE
without having their non-specialist related activities unnecessarily limited by a number of specialist regulations
that would otherwise apply. (New Rule 98 is annexed as Exhibit A. The implementing Guidelines are annexed
as Exhibit B. The regulations from which exemptive relief is provided by Rule 98 are annexed as Exhibits C
through H).

New Rule 98 expresses a “functional regulation” concept based on the philosophy that regulations
appropriately imposed on a specialist organization need not also be imposed on an associated diversified
firm, provided that proper safeguards are in place. These safeguards are promulgated in the Guidelines which
implement new Rule 98.
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It is not mandatory that a diversified firm and an associated specialist organization comply with Rule 98. If the
diversified firm chooses not to seek exemptive relief under Rule 98, it simply remains subject to a number of
restrictions that are also applicable to its associated specialist unit. If a diversified firm does choose to seek
Rule 98 exemptive relief, it must structure its operations in conformity with the considerations stated in the
Guidelines, and establish proper audit and compliance procedures to ensure that an appropriate “functional
separation” is maintained between it and an associated specialist unit.

This Information Memo discusses below:

•the nature of restrictions applicable to diversified firms associated with specialist organizations;

•the specific exemptive relief provided by Rule 98;

•restrictions for which exemptive relief is not available;

•the elements of an acceptable “functional regulation” program;

•the requirement that a diversified firm obtain written approval from the Exchange before acting in reliance on
the Rule 98 exemptive relief; and

•the possible impact of 1934 Act provisions and SEC regulations.

Restrictions on “Approved Persons” of Specialists

Under the Exchange Constitution and Rules, a person or entity entering into any type of “control” relationship
with a member organization may be deemed to be an “approved person” of the member organization. The
term “approved person” refers to an individual or entity that controls a member organization, or is engaged in
the securities business and is either controlled by or is under common control with a member organization.
Under Exchange Rule 2, a person or entity (including another member organization) may be deemed to
“control” a specialist organization if it directly or indirectly:

(i) has the right to vote 25 percent or more of the voting securities;

(ii) is entitled to receive 25 percent or more of the net profits; or

(iii) is a director, general partner, or principal executive officer (or person occupying a similar status or
performing similar functions) of the specialist organization.

Thus, a diversified firm entering into a “control” relationship with a specialist organization, would be deemed
to be an approved person of the specialist organization. Such a “control” or “approved person” relationship
could arise where an organization became associated with an existing specialist organization, or where it
established a specialist organization as a separate subsidiary or affiliate. Approved persons of specialist
organizations (sometimes also referred to in this Information Memo as “associated” approved persons) are
subject to a number of Exchange Rules that place restrictions on their ability to have transactions for their
own accounts in specialty stocks effected on the Exchange, prohibit trading in specialty stock options, prohibit
“popularizing” of specialty stocks, and prohibit business transactions with the issuer of a specialty stock.
These restrictions, and the exemptive relief provided by Rule 98, are discussed below.

Rule 98 Exemptive Relief

Rule 98 provides the following exemptive relief for an “approved person” of a specialist organization that
complies with the Rule 98 implementing Guidelines:

Restriction                                                 Exemptive Relief

A.       
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Rule 104. This Rule provides                       A.     Restriction does not apply

that a specialist may not effect any                        to a “

Rule 98 approved person.”

purchase or sale of a specialty stock for

the account of an associated approved

person, unless such transaction is

reasonably necessary to permit the

specialist to maintain a fair and orderly

market.

B.       

Rule 104.13. This Rule                             B.     Restriction does not apply

provides that a purchase or sale of a                       to a “

Rule 98 approved person.”

specialty stock for the account of an

associated approved person must be for

investment purposes and effected in a
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stabilizing manner.

C.       

Rule 105. This Rule provides                       C.     Restriction does not apply

that an approved person associated with                     to a “

Rule 98 approved person.”

a specialist organization may trade in

specialty stock options only to hedge an

existing position in a specialty stock.

D.       

Rule 113.20. This Rule                             D.     Restriction does not apply

prohibits an approved person associated                     to a “

Rule 98 approved person”

with a specialist organization                              provided it discloses:

from “popularizing” (i.e., soliciting                       (i)    it is associated with
 a

orders, issuing research reports, making                    specialist who makes a market
 in a
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recommendations, etc.) a specialty stock.                   particular stock;

                                                            (ii)   at any given time, the

                                                            associated specialist may
 have a

                                                            “long” or “short” inventory

                                                            position in the stock; and,

                                                            (iii)  the associated

                                                            specialist may be on the
 opposite

                                                            side of orders executed on
 the

                                                            Floor of the Exchange in the
 stock.

E.       

Rule 460. This Rule prohibits a                    E.     The basic restriction

specialist and an associated approved                       against engaging in business

person from engaging in business                            transactions (other than

transactions with the issuer of a specialty                 underwritings as discussed
 below)
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stock. The rule also provides that a                        does not apply to a “

Rule 98

specialist and an associated approved                       approved person.” The 10%

person shall not, either individually or in                 beneficial ownership
 limitation

the aggregate, acquire the beneficial                       applies separately to a “

Rule 98

ownership of more than 10% of the                           approved person” and its

outstanding shares of a specialty stock.                    associated specialist
 organization,

                                                            and no aggregation of
 positions is

                                                            required.

                                                            Underwritings

NOTE: This restriction has been deleted.                    (i)    A “

Rule 98 approved

A “

Rule 98 approved person” may act as                      person may not act as a managing

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

309

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE98/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE98/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE98/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE98/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


a managing underwriter of a specialty                       Underwriter of a specialty
 stock, or

stock, or of a security convertible into a                  of a security convertible
 into a

specialty stock.                                            specialty stock.

                                                            (ii)   A “

Rule 98 approved

                                                            person” may act as a member
 of a

                                                            syndicate or selling group as
 to an

                                                            underwriting of a specialty
 stock or

                                                            a security convertible into a

                                                            specialty stock. Note that if
 a “

Rule 
                                                            98 approved person” does so,
 the

                                                            associated specialist
 organization

                                                            must “give up the book” to an
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                                                            unassociated specialist unit
 which

                                                            would trade the specialty
 stock for

                                                            its own account during the
 period

                                                            that 

SEC Rule 10b-6 is applicable

                                                            to the approved person.

                                                            (iii)  A “

Rule 98 approved

                                                            person” may act as an
 underwriter

                                                            in any capacity as to a non-
convertible

                                                            debt issue of a specialty

                                                            stock issuer. 

Rule 10b-6 does not

                                                            require the associated
 specialist
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                                                            organization to “give up the
 book”

                                                            in this instance.

Restrictions on Approved Persons for Which Exemptive Relief Is Not Available

There are two Rules containing restrictions on associated approved persons which have not been modified
under the Exchange's Rule 98 proposal. These Rules apply to approved persons of members generally, and
are not limited in their application only to approved persons of specialists. Basically, these Rules promote
public investor confidence in the fairness of the NYSE market, and are designed to minimize potential
conflicts of interest.

Rule 91            A member may not cross a customer's order with an order that he

                   knows is for the account of an approved person associated with his

                   member organization unless the member offers (bids) on behalf of the

                   order in the open market at a price which is higher (lower) than his
 bid

                   (offer) by the minimum variation permitted.

Rule 92            A member may not bid for or purchase any security for the account of

                   an approved person associated with his member organization while

                   the member personally holds, or has knowledge that his organization

                   holds, an unexecuted market buy order of a customer in that security.

                   The same principle not to compete with customers' orders applies in

                   the case of selling a security and in the case where the member holds
 a
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                   customer's limit order capable of execution.

The Elements of An Acceptable “Functional Regulation” Program

The following are the principal elements of a “functional regulation” program that would provide exemptive
relief to a “ Rule 98 approved person”:

•Formal organizational separation between the approved person and the associated specialist organization;

•Only general managerial oversight is permitted - the approved person may not exert influence on an
associated specialist's particular marketmaking decisions;

•Generally, only the approved person's chief executive officer, chief operational officer, chief financial officer,
and senior officer responsible for overseeing the specialist organization may have access to privileged
information concerning the associated specialist organization;

•There must be confidential treatment of:

- the specialist's “book”

- information regarding trading positions

- information derived from margin and clearing arrangements

- information derived from business transactions with the issuer

- information pertaining to proposed research reports,

- recommendations, etc.;

•Separate books, records, and financial accounting;

•All applicable capital requirements met separately;

•The specialist organization cannot give any market information to a broker associated with the approved
person that it would not give to any other broker. The specialist organization cannot initiate the giving of
information to an associated broker, but may respond to a request for such information;

•An individual can be associated with both the approved person and the specialist organization only for
managerial oversight purposes; and

•No individual associated with the approved person may act as a Competitive Trader or Registered
Competitive Market Maker in a specialty stock.

The Rule 98 implementing Guidelines spell out in more detail the elements required for an acceptable
“functional regulation” program, and also indicate the responsibilities of compliance officers where there may
be breaches of the internal controls specified in the Guidelines. In particular, paragraph (i) of the Guidelines
provides that a specialist organization's compliance officer must, in certain situations where internal controls
have been breached, make a determination as to whether or not the “book” in one or more of the specialist
organization's registered stocks should be transferred. In any case, where the compliance officer makes
a determination to transfer the “book”, he should immediately notify the Exchange. The Guidelines also
require monthly “after the fact” reporting by an approved person associated with a specialist member
organization of any material investment banking activities in which it has engaged, and material research
reports, recommendations, etc. it has issued, in any security in which an associated specialist is registered.

Notification that a specialist's “book” is to be transferred (either in connection with paragraph (i) of the
Guidelines as mentioned above or in connection with SEC Rule 10b-6), and monthly reporting by an
approved person of material investment banking activities and research reports, recommendations, etc. in
stocks in which an associated specialist is registered, should be made to William Iommi, Manager (212)
656-6784, Market Surveillance Services, New York Stock Exchange, 11 Wall Street, New York, New York
10005.
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Any serious breach of the internal controls would be viewed by the Exchange as an extremely significant
matter. In any case brought by Exchange management alleging such a breach, management has been
directed by the Board of Directors to seek, as a penalty, the de-registration of one or more of the specialist
organization's most “profitable” stocks. If the Exchange Hearing Panel finds for the Exchange but declines
to impose such a penalty, management has been directed to appeal the sufficiency of whatever penalty
the Hearing Panel did impose to the Exchange's Board of Directors. Another possible penalty for a serious
breach of the internal controls may be withdrawal of approval for any exemptive relief provided by Rule 98.

Exchange Approval Required

As described in detail in paragraph (c) of the Guidelines, an approved person and an associated specialist
organization seeking the exemptive relief provided by Rule 98 must submit a written statement to the
Exchange describing the internal controls they intend to adopt to ensure an effective “functional regulation”
program. They must also describe the compliance and audit procedures they intend to implement to ensure
that the internal controls are maintained.

If it is satisfied that the written statement is in compliance with the Guidelines, the Exchange will give written
notification to the approved person and the associated specialist unit that the exemptive relief provided
by Rule 98 is available to them. Absent such prior written approval by the Exchange, the exemptive relief
provided by Rule 98 shall not be available. Submissions should be made to Robert McSweeney, Assistant
Vice President (212) 656-6766, Market Surveillance Services, New York Stock Exchange, 11 Wall Street,
New York, New York 10005.

Exemptions from Federal Law and SEC Regulations

There are a number of provisions of the Securities Exchange Act of 1934 (and amendments thereto, such
as the Williams Act) and rules promulgated thereunder by the Securities and Exchange Commission that
raise questions as to whether an approved person and an associated specialist organization, organized
in some type of control relationship, should be considered one and the same organization for purposes of
the provision. For example, several such provisions prohibit any person from engaging in specified activity
“directly or indirectly”. Such language might ordinarily be thought to require that activity of the kind prohibited
that is engaged in “directly” by a parent organization, or “indirectly” by the parent through its controlled
subsidiary, must be combined for the purpose of determining whether the parent has violated the provision.
Other provisions require a person to take certain action, such as the filing of a report with the Commission,
whenever the person, “directly or indirectly”, acquires the “beneficial ownership” of certain securities. Still
others refer to the “net” securities position of a person without indicating whether or not the positions of the
parent and its controlled subsidiary are to be aggregated in determining the parent's “net” position.

In its order approving Rule 98, the Commission directed the SEC staff to issue no action letters to exempt
approved persons and their associated specialist organizations that establish acceptable “functional
regulation” programs from any aggregation requirement under SEC Rule 10a-1 (short sale rule) and Rule
10b-4 (short tendering rule).

The Exchange is in the process of attempting to identify other provisions of rules promulgated under the
1934 Act that it believes should be reviewed as to their potential applicability to an approved person and
its affiliated specialist organization. In general, the Exchange believes that, for the purposes of the Act and
the rules promulgated thereunder, where the exemptions provided for in Rule 98 are available, an approved
person and its affiliated specialist member organization should be viewed as unaffiliated organizations.
Each separately would be subject, of course, to the provisions of the Act and the rules thereunder, but their
activities and securities positions should not be required to be aggregated. The Exchange believes that this
treatment is justified as a direct result of the formal organizational separation and the internal controls that
are required by the Rule 98 proposal. Of course, the Securities and Exchange Commission will make the final
determination as to the applicability of any if its rules.
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The Exchange welcomes the views of members and member organizations as to 1934 Act and SEC
regulatory requirements that may require review in light of the Rule 98 proposal.

* * * *

Any questions on Rule 98, the implementing Guidelines, and the exemptive relief provided by an acceptable
“functional regulation” program may be directed to Santo Famularo, Assistant Vice President 7212) 656-2074,
or Brian McNamara, Director (212) 656-7086, Market Surveillance Services, New York Stock Exchange, 11
Wall Street, New York, New York 10005.

As noted above, written statements requesting the exemptive relief provided by Rule 98 should be submitted
to Robert McSweeney, Assistant Vice President (212) 656-6766, Market Surveillance Services, New York
Stock Exchange, 11 Wall Street, New York, New York 10005. Notifications by compliance officers that a
specialist's “book” is to be transferred, and monthly reporting by an approved person of material investment
banking activities and research reports, recommendations, etc, in stocks in which an associated specialist is
registered, should be made to William Iommi, Manager (212) 656-6784, Market Surveillance Services, New
York Stock Exchange, 11 Wall Street, New York, New York 10005.

Donald J. Solodar

Senior Vice President

Exhibit A

New Rule 98

Restrictions on Approved Person Associated with a Specialist's Member Organization

(a) So long as paragraph (b) of this Rule is complied with, (i) each specialist within a member organization
that is associated with an approved person shall be exempt from the provisions of Rule 104 and 104.13
as they relate to such approved person, and (ii) the approved person that is associated with such member
organization shall be exempt from (A) the restrictions on trading in specialty stock options as provided by
Rule 105, (B) the prohibition against “popularizing” as provided by Rule 113.20, provided that the disclosures
specified in that Rule are made, and (C) the provisions of Rule 460, except as specified therein.

(b) In order to obtain the exemptions referred to in paragraph (a) above, the approved person and the
specialist member organization with which such approved person is to be associated shall be required
to obtain the prior written agreement of the Exchange that such approved person and such member
organization are in compliance with the “Guidelines for Approved Persons Associated with a Specialist's
Member Organization” as promulgated by the Exchange and as may be amended from time to time.

(c) Whenever the approved person controls, is controlled by, or is under common control with, a person other
than the member organization with which it is associated, the exemptions provided in paragraph (a) above
shall be available only so long as the approved person and its associated member organization have satisfied
the Exchange that the relationship between the approved person, the member organization and such other
person satisfies all of the conditions specified in the “Guidelines”.

Exhibit B

Guidelines for Approved Persons Associated with a Specialist's Member Organization.

(a) An “approved person” is a person (other than a member, allied member, or employee of a member
organization) who controls a member or member organization, or is engaged in a securities or kindred
business and is controlled by or under common control with a member or member organization. (The term
“approved person” is defined in Article I, Section 3(g) of the Exchange Constitution. The term “engaged in
a securities or kindred business” is defined in Rule 2.) The term “control” is defined in Rule 2 to mean the
power to direct, or cause the direction of, the management or policies of a person, whether through ownership
of securities, by contract or otherwise. Under the definition, a person is presumed to control another person
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if such person, directly or indirectly, has the right to vote 25% or more of the voting securities, or is entitled
to receive 25% or more of the net profits, or is a director, general partner or principal executive officer (or a
person occupying a similar status or performing similar functions), of the other person. In these Guidelines, a
member organization having one or more employees, partners or officers who are members registered with
the Exchange as specialists is referred to as a “specialist member organization” and the approved person of a
specialist member organization is sometimes referred to as being “associated” with the member organization.

The Exchange Rules listed below impose certain restrictions on an approved person who is associated with
the specialist member organization:

• Rule 104 provides that a specialist may not effect any purchase or sale of a security in which he is
registered for the account of an approved person associated with his organization, unless such transaction is
reasonably necessary to permit the specialist to maintain fair and orderly markets.

• Rule 104.13 provides that any transaction for the account of an approved person associated with a
specialist member organization, in any stock in which a specialist in the specialist member organization is
registered, must be for investment purposes and effected in a stabilizing manner.

• Rule 105 provides that an approved person associated with a specialist member organization may trade in
options overlying a specialty stock for hedging purpose only.

• Rule 113.20 prohibits an approved person who is associated with a specialist member organization from
“popularizing” a stock in which a specialist in the member organization is registered.

• Rule 460 prohibits a specialist and an associated approved person from engaging in business transactions
with a company in whose stock the specialist is registered.

The restrictions discussed above were adopted to ensure that approved persons of specialist member
organizations would not be placed in a more advantageous position vis-a-vis other market participants
because of their association with a specialist member organization and their possible access to confidential
information concerning the specialist's book or the specialist's trading activities. The restrictions are also
designed to minimize potential conflicts of interest that may arise when a specialist handles an order for the
account of an associated approved person while also handling public orders and orders for other members, or
when the approved person is trading in a specialty stock. The restriction against “popularizing” is specifically
addressed to concerns about conflicts of interest and the potential for market manipulation that may arise
when the approved person makes recommendations, solicits orders, etc. in a stock in which an associated
specialist is registered.

The objective of these Guidelines is to provide an exemption from the restrictions discussed above where an
approved person and an associated specialist member organization organize their respective operations in
such a way that the activities of each entity are clearly separate and distinct. Rule 98 and these Guidelines
contemplate “functional regulation” whereby restrictions that are appropriately imposed on the activities of
a specialist member organization are not also imposed on the activities of an associated approved person
which maintains an “arm's length” relationship with the specialist member organization. “Functional regulation”
is intended to provide member organizations with greater flexibility for conducting business operations, while
at the same time not compromising legitimate regulatory objectives.

It is not mandatory that an approved person associated with a specialist member organization seek
exemptive relief. If the approved person chooses to do so in a manner that is acceptable to the Exchange
under these Guidelines, it cains an exemption from the restrictions discussed above as provided in Rule 98. If
the approved person chooses not to do so, it remains subject to those restrictions.

(b) The “functional regulation” contemplated by these Guidelines essentially calls for the establishment of
procedures that are sufficient to restrict the flow of privileged information between the approved person
and the associated specialist member organization. Such procedures shall be expected to preclude the
possibility that such privileged information, as discussed in the subparagraphs below, will be made available
to be used in any way to influence a particular trading decision by a specialist in the associated specialist
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member organization, or vice versa. Generally, in order to obtain the exemptions from the Rules discussed
in paragraph (a) above, the approved person and the specialist member organization that is to be associated
with such approved person, should establish their respective operational structures along the lines discussed
below.

(i) Organizational Separation. The approved person and the associated specialist member organization
should be organized as separate and distinct organizations. The specialist member organization must
function as an entirely free-standing, separate entity responsible for its own trading decisions, and may not
function in any manner as a “downstairs” extension of an “upstairs” trading desk.

(ii) Management Influence. The respective management structures of the approved person and the
associated specialist member organization should be organized in such a way that the approved
person,through any of its officers, directors, partners or employees, does not exert any influence on
particular trading decisions of the associated specialist member organization or any specialist therein.
The approved person would not necessarily be precluded,however, from playing a general oversight role
as to the management of an associated specialist member organization. The approved person would not
necessarily be precluded, for example, from setting general profitability targets, overall market strategy (as
opposed to strategy on particular trades), and basic trading philosophy for the associated specialist member
organization, would not necessarily be precluded from conducting periodic financial reviews to monitor
fulfillment of profitability targets or from participating in personnel selection matters relating to the associated
specialist member organization, and would not necessarily be precluded from engaging in other appropriate
managerial responsibility activities, provided that any such general managerial oversight does not conflict with
or compromise in any way the market-making responsibilities of the specialists in the associated specialist
member organization as stated in Rule 104 or any other Rule or policy of the Exchange.

(iii) Confidentiality of Trading Information and Information Derived from Clearing and Margin financing
Arrangements Pertaining to Specialist Member Organization. The approved person and the associated
specialist member organization should establish procedures to ensure that any information pertaining to stock
positions and trading activities of the associated specialist member organization, and information derived from
any clearing and margin financing arrangements between the approved person and the associated specialist
member organization, may be made available only to those (other than employees actually performing
clearing and margin financing activity) in senior management positions at the approved person who are
involved in exercising general managerial oversight over the specialist member positions at Generally, such
information may be made available only to the approved person's chief executive officer, chief operational
officer, chief financial officer, and senior officer responsible for managerial oversight of the associated
specialist member organization, and only for the purpose of exercising, permitted managerial oversight. Such
information may not be made available to anyone actually engaged in making day-to-day trading decisions for
the approved person, or in making recommendations to the customers or potential customers of the approved
person. Any margin financing arrangements must be sufficiently flexible so as not to limit the ability of any
specialist in the specialist member organization to meet market-making or other obligations under Exchange
Rules.

(iv) Confidentiality of Trading Information and Information Derived from Clearing Arrangements Pertaining to
Approved Person. The approved person and the specialist member organization should establish procedures
to ensure that any information pertaining to stock positions and trading activities of the approved person may
be made available only to those in senior management positions at the specialist member organization who
are involved in exercising general managerial oversight over the approved person, in such capacities as
indicated in subparagraph (iii) above. If the specialist member organization clears any trades of the approved
person, it shall establish procedures to maintain the confidentiality of such information in accordance with the
principles stated in subparagraph (iii) above.

(v) Separate Books and Records Generally. The approved person and the associated specialist member
organization should maintain separate and distinct books, records, and accounts as to their respective
business operations.
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(vi) Separate Financial Accounting. The approved person should avoid commingling its funds or securities
with funds or securities of the associated specialist member organization for any purpose,other than as
may be specifically approved by the Exchange. Any transfers of funds between the approved person and
the associated specialist member organization should be properly recorded in accordance with generally
accepted accounting principles.

(vii) Capital Requirements Met Separately. If the approved person is a member organization of the Exchange,
such approved person should at all times meet all applicable financial requirements imposed by the
Exchange or the Securities and Exchange Commission separately from the associated specialist member
organization. If the approved person is not a member organization of the Exchange, but is a broker-dealer,
such approved person should at all times meet all applicable financial requirements imposed by Securities
and Exchange Commission Rule 15c,7-1 separately from the associated specialist member organization.
Each specialist associated with such specialist member organization should at all times meet all, applicable
financial requirements imposed by any Exchange Rule Separately from the approved person. The specialist
member organization's capital must be dedicated exclusively to specializing activities, and must not be at risk
for any liabilities of the approved person.

(viii) Confidentiality of Specialist's “Book” . The approved person and the associated specialist member
organization should establish procedures to ensure that information pertaining to orders in a specialty stock
left with any specialist member of the specialist member organization shall be kept confidential, and shall not
be made available, either directly or indirectly, to any officer, director, partner, or employee of the approved
person, except as provided in Rule 115 or in any other Rule of the Exchange.

(ix) Confidentiality of Information Derived from Business Transactions With Issuer. Where, as permitted by
Rule 460, the approved person engages in a business transaction with a company in any of whose securities
a specialist member of the associated specialist member organization is registered, the approved person
should establish procedures to ensure that any material, non-public information derived from such issuer
in the course of such business transaction is kept confidential and is not made available, either directly or
indirectly, to the associated specialist member organization or to any member, partner, director, officer, or
employee thereof.

(x) Confidentiality of Proposed Research Reports, Recommendations, Etc. Where, as permitted by and
in accordance with Rule 113.20, an approved person associated with a specialist member organization
proposes to issue to its customers any material research report, recommendation, etc., either written or oral,
about any individual security in which a specialist member of the specialist member organization is registered,
the approved person should establish procedures to ensure that no information pertaining to such research
report, recommendation, etc. is made available, either directly or indirectly, to the associated specialist
member organization or to any member, partner, director, officer, or employee thereof, in such a way as to
permit such associated specialist member organization, or any member, partner, director, officer, or employee
thereof, to take Undue advantage of any information pertaining to such research report, recommendation etc.

(c) In order to obtain the exemptions provided by Rule 98, the approved person and the specialist member
organization with which such approved person is associated shall submit to the Exchange a written statement
detailing the internal controls each of them intends to adopt to satisfy each of the conditions stated in
subparagraphs (b)(i) through (b)(x) of these Guidelines, and the compliance and audit procedures it proposes
to implement to ensure that the internal controls are maintained. If the Exchange determines that the
organizational structure and the compliance and audit procedures proposed by the approved person and
such specialist member organization, are acceptable under the Guidelines, the Exchange shall so inform the
approved person and such specialist member organization, in writing, at which point the exemptions provided
by Rule 98(a) shall be granted. Absent such prior written approval, the exemptions provided by Rule 98 shall
not be available. The written statement should identify the individuals in senior management positions (and
their titles/levels of responsibility) of the approved person to whom information concerning the specialist
member organization's trading activities and stock positions, and information concerning clearing and margin
financing arrangements, is to be made available, the purposes for which it is to be made available, the
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frequency with which the information is to be made available, and the format in which the information is to
be made available. If any partner, director, officer or employee of the approved person intends to serve in
any such capacity with the associated specialist member organization, or vice versa, the written statement
must include a statement of the duties of the particular individual at both entities, and why it is necessary
for such individual to be a partner, director, officer or employee of both entities. The Exchange will grant
approval for service at both entities only if the dual affiliation is for overall management control purposes. Dual
affiliation will not be permitted for an individual who intends to be active in the day-to-day business operations
of both entities. Nothing in the foregoing, however, shall preclude an employee of one entity who performs
strictly operational functions from performing similar functions on behalf of the other entity, provided that such
individual is clearly identified, and the functions performed on behalf of each entity are specified, in the written
statement described above, and all requirements in paragraph (b) above as to maintaining the confidentiality
of information are met.

(d) If the approved person and the associated specialist member organization determine that any condition
stated in paragraph (b) is not applicable, they shall so state in the written statement to the Exchange.
If, subsequent to obtaining the written approval discussed in paragraph (c) above, the approved person
and the associated specialist member organization determine that any such condition which had formerly
been inapplicable shall become applicable, the approved person and the associated specialist member
organization shall seek and obtain written approval of their proposed compliance with such condition before
proceeding. For example, assume that prior written approval of functional separation has been obtained,
but the initial written statement had provided that the approved person would not clear proprietary trades
of its associated specialist member organization. If it is subsequently determined that the approved person
shall clear proprietary trades of the associated specialist member organization, the written approval of the
Exchange must first be obtained. Whenever any statement made in any written statement submitted to and
approved by the Exchange becomes inaccurate or incomplete, a corrected supplemental written statement
shall be promptly submitted by the approved person and its associated specialist member organization to the
Exchange for its approval.

(e) The Exchange shall not approve any joint account between a specialist member organization that is
associated with an approved person entitled to the exemptions provided by Rule 98 and any other specialist
member organization unless and until such other specialist member organization and such approved person
have agreed to comply with each of the conditions set forth in subparagraphs (b)(i) through (b)(x) in a manner
that is acceptable to the Exchange.

(f) Pursuant to the requirements of Rule 113(b), all proprietary orders for the account of an approved person
given to a specialist in an associated specialist member organization must indicate the account for which it is
entered.

(g) The specialist member organization may make available to a broker affiliated with an associated approved
person only the market information that it would make available, in the normal course of its specializing
activity, to any other broker, and in the same manner that it would make such information available to any
other broker. The specialist member organization may make any such information available to a broker
affiliated with an associated approved person only pursuant to a request by such broker for such information,
and may not, on its own initiative, provide such broker with such information. A broker affiliated with an
associated approved person may make available to the specialist member organization only the market
information that he would make available to an unaffiliated specialist member organization in the normal
course of his trading and market “probing” activities.

(h) No individual associated with an approved person may trade as a Competitive Trader or Registered
Competitive Market-Maker in any stock in which any specialist in its associated specialist member
organization is registered.

(i) Subparagraphs (b), (b)(iv), (b)(ix) and (b)(x) of these Guidelines require the establishment of procedures
designed to prohibit the flow of certain market sensitive information from an approved person to its associated
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specialist member organization or to any member, partner, director or employee thereof. In the event that, as
a result of any breach of these procedures, any specialist in the associated specialist member organization
becomes aware of the fact that he has received, either directly or indirectly, any such information relating to
any of his specialty stocks from his organization's associated approved person, the specialist shall promptly
communicate that fact and disclose the information so received to the person responsible for compliance
with securities laws and regulations within his member organization (the compliance officer) and shall seek
a determination from the compliance officer as to whether he should, as a consequence of his receipt of
such information, give up the book in the specialty stock involved. If the compliance officer determines that
the specialist should give up the book, the specialist shall give it up to another member who is registered as
specialist in the stock and who is not in possession of the information so received. In any such event, the
compliance officer shall determine when it is appropriate for the specialist to recover the book and resume
acting as specialist in the specialty stock involved. In any case where the compliance officer determines
that the book should be given up to another specialist, he shall immediately so notify the Exchange. The
compliance officer shall take such actions as may be necessary to ensure that the book is transferred in a
“neutral” manner so that there is no communication of the information that had been received by the specialist
who, as a consequence of receiving such information, is required to give up the book. The compliance officer
shall immediately notify the Exchange when he makes a determination that the book may be given back to
the specialist who regularly handles it.

The compliance officer shall keep a written record of each request received from a specialist for a
determination as referred to above. Such record shall include a description of the information received by
the specialist, and shall indicate when and from whom the information was received, when the compliance
officer was consulted on the matter, when the compliance officer made a determination on the matter, the
determination and the basis thereof, and such other information as the Exchange may from time to time
require. If the book is given up, the record shall also set forth the time at which the specialist reacquired the
book and the basis upon which the compliance officer determined that such reacquisition was appropriate.

Members and member organizations are cautioned that any trading by any person while in possession
of material, non-public information received as a result of any breach of the internal controls required by
the Guidelines may violate Rule 10b-S, Rule 14e-3, Exchange Rule 104, just and equitable principles of
trade or one or more other provisions of the 1934 Act, or regulations thereunder or rules of the Exchange.
The Exchange intends to review carefully any such trading of which it becomes aware with a view towards
determining whether any such violation has occurred.

(j) An approved person associated with a specialist member organization shall report to the Exchange,
on a monthly “after the fact” basis and on such form and in such specific detail as the Exchange may
prescribe, information regarding material investment banking activities in which it has been engaged (e.g.,
underwritings, tender offers, mergers, acquisitions, recapitalizations, etc.), and material research reports,
recommendations, etc., pertaining to any security in which a specialist member of an associated specialist
member organization is registered. A specialist member organization associated with an approved person
shall report to the Exchange, on a monthly “after the fact” basis and on such form and in such specific
detail as the Exchange may prescribe, information regarding determinations by a compliance officer, made
pursuant to paragraph (i) above, that a specialist shall not be required to give up the book.

(k) Any failure, by either the approved person or its associated specialist member organization, to maintain
confidentiality of privileged market information, any breach of the internal controls established by any such
approved person or specialist member organization, and any violation these Guidelines, or of the written
statement submitted to the Exchange for its approval, may result in the imposition of appropriate regulatory
sanctions, including a withdrawal of the registration of one or more stocks of the associated specialist
member organization, or the withdrawal of one or more of the exemptions provided by Rule 98.

Exhibit C

Rule 104: Dealings by Specialists
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Additions underscored

No specialist shall effect on the Exchange purchases or sales of any security in which such specialist is
registered, for any account in which he, his member organization or any other member, allied member or
approved person (unless an exemption with respect to such approved person is in effect pursuant to Rule 98)
in such organization, or officer or employee thereof, is directly or indirectly interested, unless such dealings
are reasonably necessary to permit such specialist to maintain a fair and orderly market, or to act as an odd-
lot dealer in such security.

Exhibit D

Rule 104.13: Investment Transactions

Additions underscored

(a) Any transactions effected for any of the following accounts in stocks in which a specialist is registered
must be for investment purposes:

(i) any member, allied member, officer, employee or person or party active in the business of the specialist;

(ii) the spouse and the children of any of the above named persons or parties who reside in the same
household as such person or party; or

(iii) any approved person who is affiliated with the specialist (other than an approved person entitled to an
exemption from this Rule pursuant to Rule 98.)

Exhibit E

Rule 105: Specialist' Interest in Pools and Options

Additions underscored

(a) No member acting as a specialist or his member organization or any other member, allied member or
approved person in such organization or officer or employee thereof shall be directly or indirectly interested
in a pool dealing or trading in a stock in which such member is registered as a specialist, nor shall any such
member, member organization, allied member, approved person (other than an approved person entitled to
an exemption from this Rule pursuant to Rule 98), officer or employee, directly or indirectly, hold, acquire,
grant or have an interest in any option to purchase or sell or to receive or deliver shares of a stock in which
such member is registered as a specialist, except as provided in this Rule. The term “listed option” as used
herein shall mean an option issued by the Options Clearing Corporation and traded on a national securities
exchange.

* * *

(c) A member, allied member or approved person (other than an approved person entitled to an exemption
from this Rule pursuant to Rule 98), in the member organization of a specialist and any officer or employee
of such organization who has a position in any specialty stock of such specialist in any account (other than
the specialist's account) may grant or have as interest in listed options to purchase or sell or to receive or
deliver shares of such specialty stock but only to the extent and in the manner, that both as to acquisitions
and liquidations, the “Guidelines for Specialist's Specialty Stock Option Transactions Pursuant to Rule 105”,
as promulgated by the Exchange and as may be amended from time to time, would permit any such stock
position, were it in a specialist's account, to be offset by such listed options by the interested persons in such
account.

Exhibit F

Rule 113.20
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Additions underscored

“Popularizing” specialty stocks. - It is contrary to good business practice for a specialist or his member
organization or any other member, allied member or approved persons (other than an approved person
entitled to an exemption from this Rule pursuant to Rule 98) in such organization or any officer or employee
thereof to “popularize”, either orally or in writing, any security in which he is registered. An approved person
entitled to the exemption from this Rule pursuant to Rule 98 may popularize a security in which as associated
specialist is registered, provided that it makes the following disclosures:

(i) It is associated with a specialist who makes a market in the security:

(ii) At any given time, the associated specialist may have an inventory position, either “long” or “short”, in the
security; and

(iii) As a result of the associated specialist's function as a marketmaker, such specialist may be on the
opposite side of orders executed on the Floor of the Exchange in the security.

Exhibit G

Current Rule 98 Renumbered as Rule 98A

Restrictions on Persons or Parties Affiliated with Specialist and Odd-Lot Dealer Member Organizations

Additions underscored

Deletions [bracketed]

Every approved person who is (affiliated] associated with a specialist or odd-lot dealer member organization
must agree, in a stipulation approved by the Exchange, not to violate or cause a specialist or odd-lot dealer
member to violate certain Rules relating to specialists or odd-lot dealers. All off-Floor orders for any account
in which any such person or party has a direct or indirect interest must be appropriately identified to ensure
compliance with such Rules. A report of any transaction effected by or for any such person or party in a stock
in which members of the member organization are registered must be filed with Market Surveillance Services
Division within ten days of the date of such transaction. An approved person entitled to any of the exemptions
provided by Rule 98 shall report such transactions in such form, and with such frequency as the Exchange
shall from time to time determine.

No issuer, or parent or subsidiary thereof, may become an approved person in a specialist or odd-lot dealer
member organization whose members are registered in a stock of that issuer.

… Supplementary Material:

10(a) Applicable Rules - The Rules to which reference shall be made in the stipulation to be entered into
by the above-mentioned persons or parties affiliated with a specialist member organizations are Rules 104,
104.13, 105, [and] 113.20, and 460.

(b) The Rules to which reference shall be made in the stipulation to be entered into by the above mentioned
persons or parties affiliated with an odd-lot dealer member organization are Rules 99 and 102.

Exhibit H

Rule 460 Specialists Participating in Contests

Deletions [bracketed]

Additions underscored
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Note: Listing of persons associated with a specialist is a “housekeeping” change to confirm to modern usage.
Revision to paragraph .10 is a “housekeeping” change intended to clarify the Rule's application to “approved
persons” of specialists as to business dealings with issuers of specialty stocks.

(a) [No member who is a specialist, no partner of a member firm in which such member is a partner or
employee, no stockholder, director or officer in a member corporation, nor any employee of any of them].
No member or his member organization or any other member, allied member, or approved person or officer
or employee of the member organization shall participate in a proxy contest of a company is such member
specializes in the stock of that company.

(b) Specialists as Directors

[No member who is a specialist, no partner of a member firm in which such member is a partner or employee,
no stockholder, director or officer in a member corporation with such member is associated as a member, nor
any employee of any of them,] No member or his member organization or any other member, allied member,
or approved person in such member organization or officer or employee of the member organization shall be
a director of a company if such member specializes in the stock of that company.

… Supplementary Material

.10 Control relationships - Business transactions - Finder's Fee [No specialist should be in a control
relationship with any company in whose stock he is registered. This applies not only with respect to the
ownership of 10% or more of the stock in such company, but also to business transactions of any kind with
such companies; for example, loans, etc. A specialist must not accept a finder's fee from a company in whose
stock he is registered.

A specialist or member, allied member, officer, employee or approved person affiliated with a specialist
organization, or the specialist organization itself, individually or in the aggregate together with all such
persons or parties affiliated with the same specialist organization, should avoid acquiring directly or indirectly
the beneficial ownership of more than 5% of the outstanding shares of any equity security in which the
specialist if registered. If the holdings of any organization shall promptly report this fact to the Market
Surveillance and Evaluation Department. Any such person or party shall, at the request of the Market
Surveillance and Evaluation Department promptly take appropriate action either to dispose if such holdings or
reduce or eliminate his interest in the specialist organization, as may be acceptable to the Exchange.]

No specialist or his member organization or any other member, allied member or approved person in such
member organization or officer or employee thereof, individually or in the aggregate shall acquire directly or
indirectly the beneficial ownership of more than 10% of the outstanding shares of any equity security in which
the specialist is registered. This provision applies regardless of whether the beneficial ownership is acquired
for investment, trading, or any other purpose. If the beneficial ownership of any or all of such persons reaches
or exceeds 5% of the outstanding shares of any such security, the specialist Service Division. Any such
person shall, at the request of the MArket Surveillance Services Division, promptly take appropriate action
either to dispose of such beneficial ownership or reduce or eliminate his interest in the specialist organization,
as may be acceptable to the Exchange. No specialist or his member organization or any other member, allied
member or approved person in such member organization or officer or employee thereof shall engage in any
business transaction (including loans., etc.,) with any company in whose stock the specialist is registered, or
accept a finder's fee from such company.

NOTE: Rule 460.20 has been revised. See Exhibit A annexed to covering Information Memo

.20 The restrictions in paragraphs (a) and .10 above shall not apply, except as provided herein, to an
approved person entitled to an exemption from this Rule pursuant to Rule 98. The restriction on acquisition of
10% or more of the outstanding shares of any equity security in which an associated specialist is registered,
as provided in Rule 460.10 shall apply to such approved person separate and distinct from the restriction as
applied to any or all other persons specified in Rule 460.10 and positions of the approved person shall not be
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aggregated with the position of any one or more other persons specified in Rule 460.10. The same principle
applies with respect to the recording of positions specified in Rule 460.10. An approved person entitled to an
exemption from this Rule may engage in business transaction with a company in whose stock an associated
specialist is registered, and may accept a finder's fee from such company. An approved person entitled to
an exemption from this Rule may not act as managing underwriter, but may be a member of an underwriting
syndicate or a member of a selling group, for a distribution of (i) any security in which as associated specialist
is registered: (ii) any security which is immediately exchangeable for or convertible into a security in which
an associated specialist is registered: and (iii) any security which entitles the holder thereof immediately
to acquire a security in which an associated specialist is registered. An approved person entitled to an
exemption from this Rule may act as an underwriter in any capacity for a distribution of nonconvertible debt
securities of an issuer in whose equity securities as associated specialist is registered. When an approved
person entitled to an exemption from this Rule is acting or has agreed to act as a member of a syndicate or
a selling group for a distribution of any security mentioned in (i)m (ii)m or (iii) above, the associated specialist
member organization shall “give up the book” in the security in which a specialist member of the specialist
member organization is registered to another specialist organization satisfactory to the Exchange which
shall serve as full time relief specialist until such book may, in accordance with this Rule, be reacquired by
the member organization that is associated with the approved person. The period during which the member
organization shall give up the book as provided above shall commence not later than the date specified in (A),
(B), or (C), whichever is applicable, of Rule 10b-6(a)(3)(xi) of the Securities and Exchange Commission under
the Securities Exchange Act of 1934 and shall end when the approved person has completed his participation
in such distribution in accordance with paragraph (c)(3) of that Rule.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 87-40
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October 30, 1987

  

Member Firm Regulation

IMPORTANT

 ATTENTION: CHIEF FINANCIAL AND OPERATIONS OFFICERS/PARTNERS

SUBJECT: Special FOCUS Reports Due to Market Conditions

In view of current market conditions the Exchange is requiring member organizations and their subsidiaries
or affiliates present filing FOCUS Part II or Part IIA quarterly, to file the respective reports completed as of the
October 1987 fiscal month end and monthly thereafter until year end.

Any questions concerning this matter may be referred to your Senior Finance Coordinator.

Raymond J. Hennessy

Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 87-38

Click to open document in a browser

October 28, 1987

  

Member Firm Regulation

 TO: Members and Member Organizations

ATTENTION: Chief Executive, Financial and Operations Officers/Partners

SUBJECT: Changes to SEC Rule 15c3-3 for Securities Subject to Hold in Custody Repurchase Agreements
and Reserve Formula

The Securities and Exchange Commission has adopted amendments to Rule 15c3-3 (Customer Protection
- Reserves and Custody of Securities) for broker-dealers who retain custody of securities that are subject to

repurchase agreements(“hold in custody repurchase agreements”). 1   Also, unrelated to these changes, the
commission is correcting an error in the Code of Federal Regulations, relating to the wording of Item 9 of the
Formula for Determination of Reserve Requirements in Rule 15c3-3a. A copy of Release No. 34-24778 is
attached for your convenience.

The effective date of the amendments is January 31, 1988. However, between July 25, 1987 and January
31, 1988, registered broker-dealers must comply with applicable provisions of the Treasury rule, which was
adopted July 24, 1987.

The amendments adopted by the Commission include the following:

(1) SEC Rule 15c3-3 (Possession or Control of Securities and Disclosures)

Broker-dealers that retain custody of securities that are subject to repurchase agreement between the broker-
dealer and a counterparty shall:

(A) Obtain the repurchase agreement in writing.

(B) Confirm in writing the specific securities that are the subject of a repurchase transaction pursuant to such
agreement at the end of the trading day in which the transaction is initiated and at the end of any other day
during which other securities are substituted if the substitution results in a change to issuer, maturity date, par
amount or coupon rate as specified in the previous confirmation.

(C) Advise the counterparty to the repurchase agreement that the Securities Investor Protection Corporation
has taken the position that the provisions of the Securities Investor Protection Act of 1970 do not protect the

counter-party with respect to the repurchase agreement. 2 

(D) Maintain possession or control of securities that are the subject of the agreement. 3 

A broker or dealer shall not be in violation of the requirement to maintain possession or control pursuant to
paragraph (b)(4)(i)(D) during the trading day if:

(A) In the written repurchase agreement, the counterparty grants the broker-dealer the right to substitute other
securities for those subject to the agreement; and

(B) The provisions in the written repurchase agreement governing the right, if any, to substitute is immediately
preceded by the disclosure statement, included in the SEC release (attached), which must be prominently
displayed.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

326

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P87-38%2909013e2c855b2e68?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE15c3-3/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE15c3-3/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE15c3-3/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


The confirmation issued shall specify the issuer, maturity date, coupon rate, par amount and market value of
the security. It shall also identify a CUSIP or mortgage-backed security pool number, as appropriate, except
that a CUSIP or a pool number is not required on the confirmation if it is identified on internal records of the
broker or dealer that designate the specific security of the counterparty. The market value of any security
that is the subject of the repurchase transaction shall be the most recently available bid price plus accrued
interest.

The foregoing shall not apply to a repurchase agreement between the broker-dealer and another broker-
dealer (including a government securities broker-dealer), a registered municipal securities dealer, or a
general partner or director or principal officer of the broker-dealer or any person to the extent that his claim is
explicitly subordinated to the claims of creditors of the broker or dealer.

(2) Reserve Formula Credit

Note the Commission's view that if the broker or dealer enters into a hold in custody repurchase agreement
with a retail customer who has a pre-existing free credit balance with the broker-dealer, the liability of
the broker-dealer will ordinarily be considered to be a free credit balance for purposes of Rule 15c3-3.
Customers that conduct their business with the broker-dealer on a delivery versus payment basis would not
be considered retail customers for purposes of this interpretation.

(3) SEC Rule 15c3-3a Exhibit A (Formula for Determination of Reserve Requirements)

Item #9 is corrected to read as follows:

Market value of securities which are in transfer in excess of 40 calendar days and have not been confirmed to
be in transfer by the transfer agent or the issuer during the 40 days.

Questions regarding these amendments should be directed to your finance coordinator.

Raymond J. Hennessy

Vice President

Attachment

SECURITIES AND EXCHANGE COMMISSION

17 CFR Part 240

[Release No. 34-24778; File No. S7-21-86]

Customer Protection Rule

AGENCY: Securities and Exchange Commission.

ACTION: Final rule.

SUMMARY: The Securities and Exchange Commission (“Commission”) is adopting amendments to its
customer protection rule under the Securities Exchange Act (“Act”) in connection with repurchase agreements
where the broker-dealer agrees to retain custody of the securities that are subject to those agreements (“hold
in custody repurchase agreements”). The amendments to the rule will require registered broker-dealers to
obtain repurchase agreements in writing, to make specific disclosures regarding certain risks associated with
hold in custody repurchase transactions and to disclose that the Securities Investor Protection Corporation
(“SIPC”) has taken the position that coverage under the Securities Investor Protection Act of 1970 is not
available to repurchase agreement participants. The amendments further require registered broker-dealers
to maintain possession or control of securities subject to hold in custody repurchase agreements, except that
possession or control during the trading day is not required if certain conditions are met.

EFFECTIVE DATE: January 31, 1988.
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FOR FURTHER INFORMATION CONTACT: Michael A. Macchiaroli, (202) 272-2904, Julio A. Mojica,
(202) 272-2372, or Michael P. Jamroz, (202) 272-2398, Division of Market Regulation, 450 5th Street NW.,
Washington, DC 20549.

SUPPLEMENTARY INFORMATION: In September of 1986, the Commission proposed amendments to its
financial responsibility rules relating to repurchase and reverse repurchase agreements. Those proposed
amendments were in response to the failures of several government securities dealers which caused

substantial harm to public investors through fraudulent practices. 1   The proposal included amendments to
the Commission's net capital rule, securities count and recordkeeping rules and customer protection rule,
Securities Exchange Act Rule 15c-3. Subsequently, Congress enacted the Government Securities Act of
1986 (“GSA”), which authorized the Department of the Treasury (“Treasury”) to adopt financial responsibility
and customer protection rules for all brokers and dealers of U.S. government securities, including those
firms currently registered with the Commission. The Treasury has since adopted rules that, in large part,
incorporate existing Commission financial responsibility rules. The Treasury's customer protection rule
requires compliance with Rule 15c3-3, but modified the provisions that were proposed in the September
Release. In Securities Exchange Act Release No. 24554 (“the June Release”), the Commission proposed for
connect amendments to Rule 15c3-3 that would substantially conform to the Treasury's temporary customer
protection rule. Today, the Commission adopts those amendments with certain modifications to conform to

the Treasury's customer protection rule as adopted in final form on July 24, 1987. 2 

Unrelated to these changes, the Commission is deleting the word “last” from the wording of Item 9 of the
Formula for Determination of Reserve Requirements in Rule 15c3-3a to correct an error in the Code of
Federal Regulations.

I. Discussion

The proposed amendments to Rule 15c3-3 announced in September were made in response to, among
other things, fraudulent practices of both unregistered and registered government securities broker-dealers
involving repurchase agreements where the broker-dealers retained possession of the securities underlying
the repurchase agreements (“hold in custody repo”). In a repurchase agreement (“repo”), the broker-dealer
sells securities and agrees to repurchase the same or similar securities at a later date. In a hold in custody
repo, the broker-dealer receives the funds from the sale of the securities but retains control of the securities.
Some of the failed broker-dealers allegedly used those securities in their business although they had been
sold to the repo counterparties. Those counterparties will be exposed to loss if coverage under the Securities

Investor Protection Act of 1970 (“SIPA”) is not available. 3   The position of the Securities Investor Protection
Corporation is that persons engaging in repurchase and reverse repurchase agreements are not customers of

the broker-dealer within the meaning of SIPA and are therefore not covered under SIPA. 4 

The amendments to Rule 15c3-3 proposed in September would have required broker-dealers that enter into
hold in custody repos to: (i) Disclose the lights and liabilities of the parties to hold in custody repos including
a statement that SIPC has taken the position that SIPA coverage is not available to repo counterparties; (ii)
disclose to the counterparty which securities are being held on his behalf under the hold in custody repo; and
(iii) maintain possession and control of those securities free of lien, except for clearing liens imposed during
the trading day for hold in custody repos exceeding $1 million.

Subsequent to the Commission's original proposal, the Treasury, pursuant to authority recently granted
to it under the GSA, adopted temporary financial responsibility rules for all brokers and dealers in U.S.
government securities in May of 1987. The Treasury's temporary customer protection rule altered the
requirements proposed by the Commission. In essence, the Treasury's temporary regulation included the
Commission's amendments to Rule 15c3-3 except that: (i) The Treasury rule required broker-dealers to
obtain written hold in custody repurchase agreements and to make specific disclosures in those agreements
regarding the broker-dealer's use of securities obtained pursuant to hold in custody repos during the trading
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day; and (ii) the Treasury rule did not require intra-day possession or control of securities that were subject
to hold in custody repos of under $1 million on any day on which the broker-dealer obtained the specific
prior consent of the counterparty to substitution. The Commission's original proposal would have required
registered broker-dealers to maintain continuous possession or control of securities subject to hold in custody
repos under $1 million.

In the June Release, the Commission proposed for comment alternative amendments to Rule 15c3-3 relating
to the treatment of hold in custody repos. One version was the same as the Treasury's temporary rule. The
other version differed from the Treasury's rule only with respect to hold in custody repos under $1 million. The
second alterative contained a continuous possession or control requirement for securities obtained under
those agreements.

The Commission received one comment letter in response to its proposal. 5   In its letter, the Public Securities
Association (“PSA”) objected to the required confirmation of specific securities subject to hold in custody
repos and the disclosure of the market value of those securities. The PSA also opposed special restrictions
on hold in custody repurchase transactions under $1 million.

In designing its proposed amendments to the customer protection rule, the Commission intended to
ameliorate, among other things, two weaknesses observed in the hold in custody repo market. One concern
was the duplicative use of securities obtained by broker-dealers under hold in custody repos. The use of
securities that were already subject to hold in custody repos was facilitated by the broker-dealers' failure to
designate specific securities to specific repos. In confirming specific securities, this allocation will have to be
performed and the double use of securities will be inhibited.

The other concern was the apparent lack of understanding of hold in custody repo counterparties of their
rights and liabilities. To some extent, this misunderstanding was exacerbated by the unsettled legal status
of repos. As noted above, SIPC has taken the position that repos are secured loans and not purchases and
sales of securities protected under SIPA. If hold in custody repos are secured lending transactions, whether
and when a perfected security interest attaches are questions of local law, the answers to which are not
always clear. To the extent an interest in securities subject to a hold in custody repo exists, counterparties
may be frustrated in submitting claims against those securities because they are not told which securities
they purchased under the repo. In many instances, broker-dealers confirm those transactions by submitting
a confirmation to the counterparty that states that they have purchased “various” government securities.
Because the counterparty never receives the securities, it may never become aware of which securities are
subject to the agreement. In some cases, even the broker-dealer is not aware of which securities are subject
to the agreement. As mentioned above, this may occur when the broker-dealer fails to make the designation
necessary to confirm specific securities.

The amendments to Rule 15c3-3 require broker-dealers to make basic disclosures to hold in custody repo
counterparties regarding their rights and liabilities under the agreement. The amendments require that the
broker-dealer inform the counterparty of SIPC's position and state to the counterparty that its securities may
be subject to clearing liens during the trading day.

The amendments also require the broker-dealer to disclose the identity of the specific securities that are the
subject of the agreement so the counterparty will be able to pursue any legal interest it may have in those
securities in the event that the broker-dealer defaults. The broker-dealer will also be required to include
the market value of those securities on the confirmation so the counter-party can more easily determine
if sufficient securities have been allocated to it under the agreement. The disclosure of market value is
particularly important because it is evident that in some sectors of the repo market, counterparties are
measuring credit exposure by comparing the amount of funds invested in the repurchase transaction to the
face value of government securities involved. The disclosure of market value of the securities subject to the
repo emphasizes to those counterparties that market value, not face value, is the appropriate measure for
determining credit exposure.
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With respect to hold in custody repo transactions under $1 million, the Commission believes that special
treatment for those transactions is not appropriate at this time. When the amendments to Rule 15c3-3 were
proposed for comment in September 1986, the Commission sought to achieve its regulatory objectives with a
minimum burden on the repo market lace. The Commission learned that, in order to maximize the efficiency
of the settlement process for U.S. government securities, broker-dealers needed to be able to substitute
securities subject to hold in custody repos. In order for those substitutions to be performed, broker-dealers
had to combine securities subject to hold in custody repos with other government securities in their clearance
accounts and submit all of those securities to clearing liens during the day. However, the Commission
was also aware of instances where securities subject to hold in custody repos were misappropriated. The
Commission therefore proposed that broker-dealers obtain possession and control of securities that were the
subject of hold in custody repo agreements exceeding $1 million at the end of each trading day. Because the
Commission was concerned that smaller investors might not fully appreciate the risks involved with hold in
custody repo transactions, the Commission proposed that small hold in custody repo transactions be subject
to a continuous possession or control requirement.

When the Commission reproposed its amendments in the alternative in June 1987, the amendments included
significant modifications to the Commission's original proposal that were included in the recently adopted
Treasury's temporary rule. Both alternatives required that hold in custody repo agreements be written and
include specific disclosures regarding SIPC coverage and the effects of consent to substitution by the
counterparty. The alternatives differed in that one would have required continuous possession or control of
securities subject to hold in custody repos under $1 million while the other proposed, in a manner identical to
that required under the Treasury's temporary rule, that those securities could be used by the broker-dealer
provided that prior written or oral consent of the counterparty had been received on the day of use.

The release requested comment on the enforceability of an oral consent provision but, at the same time,
the Commission was uncertain of whether the benefit obtained by a continuous possession or control
requirement was worth the cost to the industry of treating smaller hold in custody repos differently. The
Commission was aware that broker-dealers may incur a significant recordkeeping cost in identifying those
transactions. Furthermore, a continuous possession or control requirement may hinder the settlement
process if the broker-dealer is unable to effect substitutions. The Commission also understands that many
small hold in custody repos are entered into by large, sophisticated investors. Since hold in custody repos
often represent temporary investments of available cash balances, the size of the repo is often more a
function of available funds than the net worth of the investor. Finally, the Commission was concerned that
the stricter segregation requirements might result in many firms refusing to effect small hold in custody repo
transactions.

Some of the Commission's concerns have been addressed by modifications to its original proposal. The
amendments, as adopted, require explicit disclosure regarding the risks of entering into hold in custody repos
to be made in a written agreement. The counterparty will be informed of the ramifications of his consent to
substitution and the exposure of his securities to clearing liens. Moreover, the Commission believes that the
requirement that firms segregate hold in custody securities every night and confirm the specific securities
employed in hold in custody repos should serve to protect against the double use of those securities. In lot of
all of the considerations, the Commission has determined that a separate standard for hold in custody repos
under $1 million is not appropriate.

The Commission remains concerned about the use of free credit balances by means of hold in custody
repurchase agreements. In some instances, broker-dealers have characterized free credit balances as
repurchase agreements in an apparent attempt to avoid depositing those free credit balances in the Special

Reserve Bank Account for the Exclusive Benefit of Customers (“Reserve Account”) under Rule 15c3-3(e). 6

   The Commission believes that the written agreement requirement will inhibit this practice and make smaller
repo participants more conscious of the risks involved in the transaction. However, the Commission's view is
that if the broker or dealer enters into a hold in custody repurchase agreement with a retail customer who has
a pre-existing free credit balance with the broker or dealer, the liability of the broker or dealer will ordinarily be
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considered to be a free credit balance for purposes of Rule 15c3-3. Customers that conduct their business
with the broker-dealer on a delivery versus payment basis would not be considered retail customers for
purposes of this interpretation. The Commission will continue to monitor this area and may consider imposing
separate restrictions on smaller hold in custody repos in the future. The Commission has selected an effective
date of January 31, 1988, to coincide with the effective date of the Treasury rule adopted in final form July 24,
1987. Between July 25,1987 and January 31, 1988 registered broker-dealers must comply with applicable
provisions of the Treasury rule.

II. Summary of Final Regulatory Flexibility Analysis

The Commission has prepared a Final Regulatory Flexibility Analysis in accordance with 5 U.S.C. section 604
regarding the amendments to Rule 15c3,-3. The Analysis notes that the objective of the amendments is to
further the purposes of the various financial responsibility rules, which are designed to provide safeguards
with respect to the financial responsibility and related practices of brokers and dealers and to require broker-
dealers to maintain such records as necessary or appropriate in the public interest or for the protection
of investors. The Analysis states that the amendments would subject small broker-dealers to additional
recordkeeping and disclosure requirements. The Analysis states that the Commission did not receive any
comments concerning the Initial Regulatory Flexibility Analysis. A copy of the Final Regulatory Flexibility
Analysis may be obtained by contracting Michael P. Jamroz, Division of Market Regulation, Securities and
Exchange Commission, Washington, DC 20549, (202) 272-2398.

III. Statutory Authority

Pursuant to the Securities Exchange Act of 1934 and, particularly, sections 15(c)(3), 17 and 23 thereof, 15
U.S.C. 78o(c)(3), 78q, and 78w, the Commission is adopting amendments to 240.15c3-3 of Title 17 of the
Code of Federal Regulations in the manner set forth below.

List of Subjects in 17 CFR Part 240

Securities.

Text of Amendments

In accordance with the foregoing, 17 CFR Part 240 is amended as follows:

PART 240 - GENERAL RULES AND REGULATIONS SECURITIES EXCHANGE ACT OF 1934

1. The authority citation for Part 240 continues to read as follows:

Authority. Sec. 23. 48 Stat. 901. as amended. 15 U.S.C. 78w * * * *. Section 240.15c3-3 is also issued under
sect. 15(c) (3) and 17(a), 15 U.S.C. 78o(c) (3) and 78q(a).

2. By adding paragraph (b)(4) to §240.15c3-3 as follows:

§240.15c3-3 Customer protection reserves and custody of securities.

* * * * *

(b) * * *

(4)

(i) Notwithstanding paragraph (k)(2)(i) of this section, a broker or dealer that retains custody of securities that
are the subject of a repurchase agreement between the broker or dealer and a counterparty shall:

(A) Obtain the repurchase agreement in writing,
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(B) Confirm in writing the specific securities that are the subject of a repurchase transaction pursuant to such
agreement at the end of the trading day on which the transaction is initiated and at the end of any other day
during which other securities are substituted if the substitution results in a change to issuer, maturity date, par
amount or coupon rate as specified in the previous confirmation;

(C) Advise the counterparty in the repurchase agreement that the Securities Investor Protection Corporation
has taken the position that the provisions of the Securities Investor Protection Act of 1970 do not protect the
counterparty with respect to the repurchase agreement;

(D) Maintain possession or control of securities that are the subject of the agreement.

(ii) For purpose of this paragraph (b)(4), securities are in the broker's or dealer's control only if they are in the
control of the broker or dealer within the meaning of SS 240.15c3-3 (c)(1), (c)(3). (c)(5) or (c)(6) of this title.

(iii) A broker or dealer shall not be in violation of the requirement to maintain possession or control pursuant
to paragraph (b)(4)(i)(D) during the trading day if.

(A) In the written repurchase agreement, the counterparty grants the broker or dealer the right to substitute
other securities for those subject to the agreement; and

(B) The provision in the written repurchase agreement governing the right, if any, to substitute is immediately
preceded by the following disclosure statement, which must be prominently displayed:

Required Disclosure

The [seller] is not permitted to substitute other securities for those subject to this agreement and therefore
must keep the [buyer's] securities segregated at all times, unless in this agreement the [buyer] grants the
[seller] the right to substitute other securities. If the [buyer] grants the right to substitute, this means that the
[buyer's] securities will likely be commingled with the [seller's] own securities during the trading day. The
[buyer] is advised that, during any trading day that the [buyer's] securities are commingled with the [seller's]
securities, they will be subject to liens granted by the [seller] to its clearing bank and may be used by the
[seller] for deliveries on other securities transactions. Whenever the securities are commingled, the [seller's]
ability to resegregate substitute securities for the [buyer] will be subject to the [seller's] ability to satisfy the
clearing lien or to obtain substitute securities.

(iv) A confirmation issued in accordance with paragraph (b)(4)(i)(B) of this section shall specify the issuer,
maturity date, coupon rate, par amount and market value of the security and shall further identify a CUSIP or
mortgage-backed security pool number, as appropriate, except that a CUSIP or a pool number is not required
on the confirmation if it is identified in internal records of the broker or dealer that designate the specific
security of the counterparty. For purposes of this paragraph (b)(4)(iv), the market value of any security that is
the subject of the repurchase transaction shall be the most recently available bid price plus accrued interest,
obtained by any reasonable and consistent methodology.

(v) This paragraph (b)(4) shall not apply to a repurchase agreement between the broker or dealer and another
broker or dealer (including a government securities broker or dealer), a registered municipal securities dealer.
or a general partner or director or principal officer of the broker or dealer or any person to the extent that his
claim is explicitly subordinated to the claims of creditors of the broker or dealer.

3. By amending 240.15c3-3a by revising item 9 as follows:

§240.15c3-3a Exhibit A-formula for determination of reserve requirement of brokers and
dealers under 240.15c3-3.

* * * * *

                                                                Debts     Credit
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  *      *      *      **

9 Market value of securities which are in transfer in           XXX

  excess of 40 calendar days and have not been

  confirmed to be in transfer by the transfer agent or

  the issuer during the 40 days.

* * * * *

By the Commission.

August 6, 1987.

Jonathan G. Katz,

Secretary.

[FR Doc. 87-18478 Filed 8-13-87; 8:45 am)

BILLING CODE 8010-01-M
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Footnotes

1  Subsequent to the original proposal by the Commission (Release No. 34-23602, dated September 4,
1986, attached to and detailed in Information Memo Number 86-35), Congress enacted the Government
Securities Act of 1986, which authorized the Department of Treasury ("Treasury") to adopt financial
responsibility rules for all brokers and dealers of U. S. Government securities, including those firms
currently registered with the Commission. In June 1987, the Commission reproposed amendments to the
rule in Release No. 34-24554, which was based on the temporary rules established by the Treasury.

2  "The United States District Court for the District of New Jersey decided in Cohen V ARMY MORAL
SUPPORT FUND (in re: Bevill, Bresler and Schulman), Adv. Proc. No. 85-21-3 (slip op.) (D.N.J. Oct. 23,
1986), that repo transactions were purchases and sales rather than secured loans. The practical effect
of this decision was to extend coverage under the Securities Investor Protection Act to repo participants
within that jurisdiction. A final order in that case, however, has not yet been entered and, therefore, no
appeal has been possible from the Court's determination".

3  For purposes of this paragraph, securities are in the broker's or dealer's control only if they are in the
control of the broker or dealer within the meaning of SS 240.15c3-3(c)(1), (c)(3), (c)(5) or (c)(6).

1  See Securities Exchange Act Release No. 23602 (September 4, 1986), 1 FR 32658 (September 15,
1986) ("September Release").

2  52 FR 27910 (July 24, 1987).
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3  Under section 9(a) of SIPA, advances for customer claims are limited to $100,000 for cash claims and
$500,000 for claims for securities. To the extent the claims of repo counterparties exceed those limits,
those counterparties will be exposed to loss even if SIPC coverage is extended.

4  The United States District Court for the District of New Jersey decided in Cohen v. Army Moral Support
Fund (in re Bevill, Bresler and Schulman), Adv. Pror. No. 86-21-3 (slip op.) (D.N.J. Oct 23, 1986), that
repo transactions were purchases and sales rather than secured loans. The practical effect of this
decision was to extend coverage under the Securities Investor Protection Act to repo participants within
that jurisdiction. A final order in that case, however, has not yet been entered and, therefore, no appeal
has been possible from the Court's determination.

5  The Department of Treasury received 21 comment letters which the Commission considered in
evaluating this proposal. The Treasury comment letters have been placed in the Commission's public
files.

6  Rule 15c3-3(e) requires broker-dealers to deposit in the Reserve Account an amount as computed on
a periodic basis under the Rule 15c3-3a Formula for Determination of Reserve Requirement ("Reserve
Formula"). Under the Reserve Formula, the amount of the required deposits if determined by comparing
the free credit balances and other funds obtained from customers to the amount by which the broker-
dealer finances customer activities through the use of its own funds. Because the Commission has not
taken the position that repo participants are "customers" for purposes of Rule 15c3-3, funds obtained in
a repo would nor be included in the Reserve Formula unless customer securities were used in the repo.
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October 28, 1987

  

Member Firm Regulation

 TO: Member and Member Organizations

SUBJECT: HAAS SECURITIES CORPORATION

As a result of financial difficulties, Haas Securities Corporation has voluntarily ceased doing a securities
business.

Any questions regarding this announcement may be directed to Thomas Kamm at (212) 656-6206 or Kenneth
Lampert at (211) 656-5230.

Edward A. Kwalwasser

Senior Vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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October 27, 1987

  

Member Firm Regulation

WHERE APPLICABLE, PLEASE ROUTE TO OTHER INTERESTED PARTIES WITHIN YOUR ORGANIZATION

 TO: Members and Member organizations

SUBJECT: SIPC CHANGE OF ADDRESS AND TELEPHONE NUMBER

As of October 13, 1987 SIPC has moved its offices to the following address and likewise changed its
telephone number:

Securities Investor Protection Corporation

805 15th Street, N.W. - Suite 800

Washington, D.C. 20005-2207

202/371-8300

Should you have any question on this or other SIPC matters you may contact the Exchange's SIPC
Coordinator, Paul U. Bigelow (212/656-3092).

Edward Kwalwasser

Senior Vice President
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The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

336

http://prod.resource.cch.com/resource/scion/document/default/%28%40%40EGG01+P87-37%2909013e2c855b2e66?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 87-36

Click to open document in a browser

October 26, 1987

  

Member Firm Regulation

PLEASE ROUTE TO OPTIONS, TRADING, CREDIT AND COMPLIANCE PARTNER/OFFICER

 TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: INCREASED MARGIN REQUIREMENT FOR BROAD INDEX STOCK GROUP OPTIONS

In view of the increased volatility in the stock markets over the past several days, the Exchange, pursuant
to Rule 431, is raising the margin requirement applicable to broad index stock group options. Member
organizations are urged to implement the new requirement as soon as possible, but not later than the opening
of business on Monday, November 2, 1987.

The new requirement, applicable to both initial and maintenance margin pursuant to Rule 431(f)(2), is 100%
of the current market value of the option plus 10% of the current market value of the underlying index reduced
by any “out-of-the-money” amount. The “out-of-the-money” reduction shall not be less than 100% of the
current market value of the option plus 5% of the current market value of the underlying index.

For positions established prior to the implementation of the new margin requirement, member organizations
may, at their discretion, apply the former maintenance requirement (100% of the current market value of the
option plus 5% of the current market value of the index with a minimum of 2% of the current market value of
the index).

Inquiries regarding the new requirement should be directed to Richard Nowicki (212) 656-7683, Steven
Levine (212) 656-7080 or Edward Herbert (212) 656-5830, 22nd floor, 20 Broad Street, New York, New York
10005.

Raymond J. Hennessy

Vice President
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October 21, 1987

  

Member Firm Regulation

 TO: Member and Member Organizations

SUBJECT: WM. D. MAYER & CO;

As a result of financial difficulties, Wm. D. Mayer & Co. has been suspended by the Exchange effective
immediately.

Any questions regarding this announcement may be directed to Thomas Kamm at (212) 656-6206 or Kenneth
Lampert at (212) 656-5230.

Edward A. Kwalwasser

Senior Vice President

Member Firm Regulation
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October 21, 1987

  

Member Firm Regulation

 TO: MEMBER AND MEMBER ORGANIZATIONS

SUBJECT: Contracts entered into on the NYSE which are to be cleared and settled by or for Metropolitan
Securities

As a result of financial difficulties, the Exchange has suspended Metropolitan Securities effective immediately.

The Exchange hereby directs member organizations to close out any open NYSE transactions with the firm
which were not reported to the National Securities Clearing Corporation (NSCC) or which were reported and
rejected for clearance. A notice from the NSCC regarding trades that it will accept or reject will be reported
in an announcement to follow. Close-out transactions should be effected in the best available market as
promptly as practicable pursuant to the provisions of Rule 281 of the Exchange.

Any questions regarding this announcement may be directed to Thomas Kamm at (212) 656-6206 or Kenneth
Lampert at (212) 656-5230.

Member organizations are hereby instructed to report the details of each close-out directed by this circular
in writing to the Exchange, attention of Kenneth Lampert, New York Stock Exchange, Inc. Member Firm
Regulation, 20 Broad Street, 20th Floor, New York, N. Y. 10065 (Tel. No. (212) 656-5230) no later than
October 28, 1987. In this connection, member organizations shall report, with respect to each transaction
closed-out:

Whether or not a customer of the member organization had an interest in the closed-out transaction (see
Sections 300.300 and 300.301 of the Rules of the Securities Investor Protection Corporation);

The settlement date of the transaction closed-out;

Whether or not the settlement date of the closed-out transaction occurred or was scheduled to occur on or
within five business days subsequent to the trade date; and

The settlement price of each closed-out transaction, the price at which the transaction was closed-out and the
profit or loss resulting from the close-out.

Member organizations should simply report to the Exchange with respect to each close-out directed hereby.
The Exchange will inform the members further with respect to these matters as conditions warrant.

Edward A. Kwalwasser

Senior Vice President

Member Firm Regulation
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October 21, 1987

  

Member Firm Regulation

 TO: MEMBER AND MEMBER ORGANIZATIONS

SUBJECT: Contracts entered into on the NYSE which are to be cleared and settled by or for AIG, Inc,

As a result of financial difficulties, the Exchange has suspended AIG, Inc. effective immediately. The entity is
not affiliated with the American International Group, Inc.

The Exchange hereby directs member organizations to close out any open NYSE transactions with the firm
which were not reported to the National Securities Clearing Corporation (NSCC) or which were reported and
rejected for clearance. Close-out transactions should be effected in the best available market as promptly as
practicable pursuant to the provisions of Rule 231 of the Exchange.

Any questions regarding this announcement may be directed to Thomas Kamm at (212) 656-6206 or Kenneth
Lampert at (212) 656-5230.

Member organizations are hereby instructed to report the details of each close-out directed by this circular
in writing to the Exchange, attention of Kenneth Lampert, New York Stock Exchange, Inc. Member Firm
Regulation, 20 Broad Street 20th Floor, New York, N. Y. 10005 (Tel. No. (212) 656-5230) no later than
October 28, 1987. In this connection, member organizations shall report, with respect to each transaction
closed-out:

Whether or not a customer of the member organization had an interest in the closed-out transaction (see
Sections 300.300 and 300.301 of the Rules of the Securities Investor Protection Corporation);

The settlement date of the transaction closed-out;

Whether or not the settlement date of the closed-out transaction occurred or was scheduled to occur on or
within five business days subsequent to the trade date; and

The settlement price of each closed-out transaction, the price at which the transaction was closed-out and the
profit or loss resulting from the close-out.

Member organizations should simply report to the Exchange with respect to each close-out directed hereby.
The Exchange will inform the members further with respect to these matters as conditions warrant.

Edward A. Kwalwasser

Senior Vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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October 20, 1987

  

Member Firm Regulation

 TO: MEMBER AND MEMBER ORGANIZATIONS

SUBJECT: Contracts entered into on the NYSE which are to be cleared and settled by or for H. B. Shaine
&Co. Inc., (Grand Rapids, Michigan).

H. B. Shaine & Co. Inc. - has voluntarily suspended itself and ceased doing business as broker-dealer and
Exchange member organization effective at the close of business on October 19, 1987, the firm having
reported that it is in such financial difficulty that it cannot be permitted to continue to do business as a member
organization.

The Exchange hereby directs member organizations to close out any open NYSE transactions with the firm
which were not reported to the National Securities Clearing Corporation (NSCC) or which were reported and
rejected for clearance. A notice from the NSCC regarding trades that it will accept or reject will be reported
in an announcement to follow. Close-out transactions should be effected in the best available market as
promptly as practicable pursuant to the provisions of Rule 281 of the Exchange.

Any questions regarding this announcement may be directed to William Shields at 1212) 656-4972 or Blaise
Bozzelli at (212) 656-2213.

Member organizations are hereby instructed to report the details of each close-out directed by this circular
in writing to the Exchange, attention of Blaise Bozzelli, New York Stock Exchange, Inc. Member Firm
Regulation, 20 Broad Street, 20th Floor, New York, N. Y. 10005, (Tel. No. (212) 656-2213) no later than
October 27, 1987. In this connection, member organizations shall report, with respect to each transaction
closed-out:

Whether or not a customer of the member organization had an interest in the closed-out transaction (see
Sections 300.300 and 300.301 of the Rules of the Securities Investor Protection Corporation);

The settlement date of the transaction closed-out;

Whether or not the settlement date of the closed-out transaction occurred or was scheduled to occur on or
within five business days subsequent to the trade date; and

The settlement price of each closed-out transaction, the price at which the transaction was closed-out and the
profit or loss resulting from the close-out.

Member organizations should simply report to the Exchange with respect to each close-out directed hereby.
The Exchange will inform the members further with respect to these matters as conditions warrant.

Edward A. Kwalwasser

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
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October 8, 1987

  

Member Firm Regulation

PLEASE ROUTE TO COMPLIANCE DEPARTMENT

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF OPERATIONS OFFICERS/PARTNERS

SUBJECT: REVISED RULE 476A VIOLATIONS LIST

Attached is a revised list of rules for which the Exchange may impose fines pursuant to Rule 476A, which
sets forth procedures for an expedited disciplinary process for minor violations of such rules. (Member
organizations should refer to the attached Information Memo 85-6 for a detailed discussion of the Rule 476A
procedures.) The revisions to the Rule 476A violations list add rules administered by the Exchange's Member
Firm Regulation and Enforcement Divisions.

Any questions regarding this memo should be directed to Rudolph Schreiber at (212)656-5226.

Raymond J. Hennessy

Vice President

Attachment

Additions underscored

List of Exchange Rule Violations and Fines Applicable Thereto Pursuant to Rule 476A

• Rule 15(c) requirement to issue ITS pre-opening notifications

• Rule 15A requirement to comply with ITS block-trade policy

• Rule 79A.30 requirement to obtain Floor Official approval for trades at wide variations from last sale

• Rule 123A.40 requirement to obtain Floor Official approval for election of stop orders

• Rule 104.12 Specialist investment account rule violations

• Rule 112(d) Competitive Trader stabilization requirement violations

•Record retention rule violations (Rules 117, 121, 123, 123A.10, 410)

•Reporting rule violations (Rules 97.40, 104A.50, 107.30, 112A.10)

•Violations of Exchange policies regarding procedures to be followed in delayed opening situations

• Rule 134(c) and (e) requirement to comply with specified QT procedures and time periods

• Rule 440B short sale rule violations

• Rule 107.10 RCMM stabilization requirement violations

•Requirement to participate in the pilot program to test revisions to the Specialist Performance Evaluation
Questionnaire (“SPEQ”) and its associated processes by completing and returning “screening' and “SPEQ”
questionnaires within specified time periods

•Failure to collect and/or submit all audit trail data specified in Rule 132
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•Failure to transfer a customer securities account in accordance with the requirements of Rule 412 and the
interpretations thereunder

• Rule 762 requirements to file option trade information

• Reporting Rule Violations (Rules 312(a), (b) & (c). 313, 345,13, 346(c), 351, 421, 440F, G&H and 706

• Failure to Obtain Exchange Approval Rule Violations (Rules 312(h)& (i), 342(c), 342.10, 382(a) and 791(m)

• Record Retention Rule Violations (Rules 345.18, 410, 432(a) and 440)

• Rule 343 requirements relating to member organization office sharing arrangements

• Rule 387 requirements for customer COD/POD transactions

• Rule 407 requirements for transactions of employees of the Exchange, member organizations or certain
non-member organizations

• Rule 408(a) requirement that written authorization be obtained for discretionary power in a customer's
account

• Rules 451 and 452 requirements relating to transmission of Proxy material and authorizing the giving of
Proxies

• Rule 726 options disclosure document and Prospectus delivery requirement violations

• Rule 781 allocation of exercise assignment notice violations

Fine Amount                            Individual                Member Organization

First time fined                       $0,500                    $1,000

\1/Second time fined                   $1,000                    $2,500

\1/Subsequent fines                    $2,500                    $5,000

\1/ Within a “rolling” 12-month period

Attachment 2

INFORMATION MEMO Number 85-6

March 7, 1985

TO: All Members and Managing Partners/Chief Operating Officers of Member Organizations

SUBJECT: Adoption of New Rule 476A to Impose Fines for Minor Violations of Exchange Rules

NOTE: PLEASE ROUTE TO YOUR COMPLIANCE OFFICER

On March 11, 198S, new Rule 476A which provides for the imposition of fines for minor violations of
Exchange rules will become effective. Rule 476A will establish a simplified procedure within which meaningful
sanctions for minor violations can be imposed in appropriate cases.

Prior to the adoption of Rule 476A, when the Exchange discovered a minor rule violation, its only alternatives
were to issue a verbal or written caution or commence a formal disciplinary action. Verbal and written
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cautions are not always a sufficient sanction or adequate deterrent to rule violations. However, a formal
disciplinary proceeding with its attendant publicity may be too severe given the minor nature of the violation.

New Rule 476A will bridge the gap between the present alternatives. It is designed to provide a means
whereby the Exchange meets its obligation, as spelled out in the Securities and Exchange Act, to
appropriately discipline members, member organizations and persons associated therewith for rule violations
without imposing unnecessary burdens on members.

A copy of new Rule 476A is annexed hereto as Exhibit A. A copy of the form of written statement adopted by
the Exchange to serve on the party charged with a violation, called a Notice of Fine for Minor Violation(s) of
Rules, is attached as Exhibit B.

Additionally, Exhibit C contains the list of rules for which the Exchange may determine to impose fines under
Rule 476A with the associated fines for these minor violations. This schedule represents the list of rules which
are currently subject to the new procedures. Additional rules may be added to the list from time to time.

The individual or member firm against whom the fine is to be imposed will be served with a written form
indicating the specific rule that has been violated, the act or omission constituting the violation, and the fine.
The form will also indicate the date by which either the fine must be paid, or the person must submit a written
response contesting the imposition of the fine. The maximum fine permitted is $5,000 as to each violation. As
noted in Exhibit C, the schedule of fines is as follows:

Fine Amount                            Individual                Member Organization

First time fined                       $0,500                    $1,000

\1/Second time fined                   $1,000                    $2,500

\1/Subsequent fines                    $2,500                    $5,000

\1/ Within a “rolling” 12-month period

Notwithstanding the procedures authorized by Rule 476A, the Exchange may in any case where it deems
appropriate proceed to bring charges and commence a formal disciplinary proceeding under Rule 476.

Uncontested Fines

Where a person charged with a violation under this rule chooses not to contest the matter and pays the fine,
he waives his right to a disciplinary proceeding under Rule 476 and to a review by a Hearing Panel and the
Board of Directors of the Exchange. In such a case, the Exchange will not publicize the matter except for any
filing required by SEC Rule 19d-1.

Contested Fines

Where a person charged with a violation under Rule 476A chooses to contest the fine and submits a written
answer within the time allowed (25 days), the matter becomes a “disciplinary proceeding” subject to Rule 476,
including review by an Exchange Hearing Panel, with the usual right of appeal to the Board of Directors. Once
a formal proceeding goes into effect, the Exchange will not publicize the matter where the final decision of the
Hearing Panel (or Board of Directors on appeal) confirms the minor nature of the rule violation. However, if in
a contested case it is determined by the Hearing Panel or the Board that the violation is not minor in nature,
any disciplinary sanction provided for in Rule 476 can be imposed and any such penalty shall be publicly
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reported. (It should be noted that except for the new procedures under Rule 476A as described above,
present Exchange policy on publication of all Hearing Panel decisions will remain in effect unchanged.).

Any questions in regard to new Rule 476A and its form and schedule should be directed to Santo Famularo
(212) 623-2074 or Brian McNamara (212) 623-7086.

David Marcus

Senior Vice President

Exhibit A

Rule 476A: Imposition of Fines for Minor Violation(s) of Rules

(a) In lieu of commencing a “disciplinary proceeding” as that term is used in Article XIV of the Exchange
Constitution, the Exchange may, subject to the requirements set forth in this Rule, impose a fine, not to
exceed $5,000, on any member, member organization, allied member, approved person, or registered or non-
registered employee of a member or member organization, for any violation of a rule of the Exchange, which
violation the Exchange shall have determined is minor in nature. Any fine imposed pursuant to this Rule and
not contested shall not be publicly reported, except as may be required by Rule 19d-1 under the Securities
Exchange Act of 1934, and as may be required by any other regulatory authority.

(b) In any action taken by the Exchange pursuant to this Rule, the person against whom a fine is imposed
shall be served (as provided in paragraph (d3 of Rule 476) with a written statement, signed by an authorized
officer or employee of the Exchange on behalf of the Division or Department of the Exchange taking the
action, setting forth (i) the rule or rules alleged to have been violated; (ii) the act or omission constituting each
such violation (iii) the fine imposed for each violation; and (iv) the date by which such determination becomes
final and such fine becomes due and payable to the Exchange, or such determination must be contested
as provided in paragraph (d), such date to be not less than 25 days after the date of service of the written
statement.

(c) If the person against whom a fine is imposed pursuant to this Rule pays the fine, such payment shall be
deemed to be a waiver by such person of such person's right to a disciplinary proceeding under Rule 476 and
any review of the matter by a Hearing Panel or the Board of Directors of the Exchange.

(d) Any person against whom a fine is imposed pursuant to this Rule may contest the Exchange's
determination by filing with the Division or Department of the Exchange taking the action not later than the
date by which such determination must be contested, a written response meeting the requirements of an
“Answer” as provided in Rule 476(d), at which point the matter shall become a “disciplinary proceeding”
subject to the provisions of Rule 476. In any such disciplinary proceeding, if the Hearing Panel determines
that the person charged is guilty of the rule violation(s) charged, the Panel shall (i) be free to impose any one
or more of the disciplinary sanctions provided in Rule 476 and (ii) determine whether the rule violation(s) is
minor in nature. The Division or Department of the Exchange which commenced the action under this Rule,
the person charged, and any member of the Board of Directors of the Exchange may require a review by the
Board of any determination by the Hearing Panel by proceeding in the manner described in Rule 476(f).

(e) The Exchange shall prepare and announce to its members and member organizations from time to time
a listing of the Exchange Rules as to which the Exchange may impose fines as provided in this Rule. Such
listing shall also indicate the specific dollar amount that may be imposed as a fine hereunder with respect
to any violation of any such rule or may indicate the minimum and maximum dollar amounts that may be
imposed by the Exchange with respect to any such violation. Nothing in this Rule shall require the Exchange
to impose a fine pursuant to this Rule with respect to the violation of any rule included in any such listing and
the Exchange shall be free, whenever it determines that any violation is not minor in nature, to proceed under
Rule 476 rather than under this Rule.

Exhibit B
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NEW YORK STOCK EXCHANGE, INC.

Notice of Fine for Minor Violation(s) of Rules

To:___________________________                   Date:____________________

PLEASE BE ADVISED THAT, PURSUANT TO THE PROVISIONS OF RULE 476A, THE EXCHANGE HAS
DETERMINED TO IMPOSE AGAINST YOU THE FINE SPECIFIED BELOW FOR THE RULE VIOLATION(S)
SPECIFIED BELOW.

                                       Act or Omission

Rule Violated                          Constituting Rule

                                       Violation                       Fine

Exchange Official, Division

or Department of __________________

The Exchange's determination shall become final and the fine specified above shall become due and payable
to the Exchange on 19 unless, on or prior to said date, you have contested the Exchange's determination by
proceeding as described below.

If you pay the fine specified above, such payment shall be deemed to be your waiver of your right to a
“disciplinary proceeding” under Rule 476 and any review of this matter by a Hearing Panel or the Board of
Directors of the Exchange. In that event, such payment, and the rule violation(s) giving rise to such payment,
shall not be publicly reported by the Exchange, except as may be required pursuant to Rule 19d-1 under the
Securities Exchange Act of 1934, or as may be required by another regulatory authority.

CONTESTING THE FINE

If you choose to contest the Exchange's determination, you must file with the Division or Department of
the Exchange mentioned above, not later than the date mentioned in the second paragraph above, a
written answer meeting the standards prescribed in Rule 476(d), at which point this matter shall become
a “disciplinary proceeding” subject to the provisions of Rule 476. If a disciplinary proceeding results and
the Hearing Panel determines that you are guilty of the rule violation(s) charged, the Hearing Panel shall
(a) be free to impose any disciplinary sanction provided for in Rule 476 and (b) determine whether the rule
violation(s) is minor in nature. If determined to be minor in nature, the rule violation(s) giving rise to the
penalty, shall not be publicity reported by the Exchange, except as may be required pursuant to said Rule
19d-1, or as may be required by any other regulatory authority. If the Hearing Panel determines that you are
guilty of the rule violation(s), but that rule violation(s) is not minor in nature, the decision of the Hearing Panel
and any penalty imposed shall be publicly reported, in addition to any filing required by said Rule 19d-1, or
any other regulatory authority.

Please signify by checking the appropriate box below whether you shall pay the fine specified above or
whether you wish to contest the matter.

_______ I hereby consent to imposition of the fine. (Make check payable to the New York Stock Exchange,
Inc.)

_______ I wish to contest this matter and seek review by an Exchange Hearing Panel in a “disciplinary
proceeding” pursuant to Rule 476. (Written answer complying with Rule 476(d) required.)

By: ___________________
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(Authorized Signature)

A copy of this Notice should be forwarded to your organization's Compliance Department. In addition,
member organizations and members not affiliated with member organizations should notify any regulatory
authority that requires broker-dealer notification of this matter.

Exhibit C

List of Exchange Rule Violations And Fines Applicable Thereto Pursuant to Rule 476A

• Rule 15(c) Requirement to issue ITS pre-opening notifications

• Rule 15A Requirement to comply with ITS Block-Trade Policy

• Rule 79A.30 Requirement to obtain Floor Official approval for trades at wide variations from last sale.

• Rule 123A.40 Requirement to obtain Floor Official approval for election of stop orders

• Rule 104.12 Specialist investment account rule violations

• Rule 112(d) Competitive Trader stabilization requirement violations

•Record Retention Rule Violations (Rules 117, 121, 123, 123A.20, 410)

•Reporting Rule Violations (Rule 97, 104A.50, 107.30, 112A.10)

•Violations of Exchange policies regarding procedures to be followed in delayed opening situations

• Rule 134(c) and (e) Requirement to comply with specified QT procedures and time periods

     

Fine Amount                     Individual            Member Organization

First time fined                       $0,500                    $1,000

\1/Second time fined                   $1,000                    $2,500

\1/Subsequent fines                    $2,500                    $5,000

\1/ Within a “rolling” 12-month period

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

347

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE476A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE15A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE112%28d%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE117/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE121/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE123/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE123A.20/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE410/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE97/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE104A.50/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE134%28c%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE134%28e%29/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 87-29

Click to open document in a browser

October 5, 1987

  

Market Surveillance Services

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Tape Indications

The Securities and Exchange Commission has approved changes to the Exchange's policy on tape
indications (see attached text). The policy provides for the following:

•A Specialist may disseminate indications prior to 9:30 a.m. with the approval of a Floor Director or Floor-
Governor (or a Floor Official prior to the trading of a-spin-off or if a trading halt existed at the close of the prior
business day).

•Indications must be disseminated with a Floor Official's approval prior to the opening or reopening in a stock
subject to a halt in trading (regulatory or nonregulatory) or a delayed opening (after 10:00 a.m.) and may be
disseminated prior to an initial public offering with the approval of a Floor Director or Floor Governor, and prior
to the trading of a spin-off with the approval of a Floor Official.

•Generally, fifteen minutes must elapse between a first indication and a stock's opening. However, when
more than one indication is necessary, a stock may open (1) five minutes after the last indication when it
overlaps the prior indication (e.g., 51 - 53 overlaps 50 - 52, but does not overlap 53 - 55) and (2) ten minutes
after the last indication when it does not overlap the prior indication provided that 15 minutes must have
elapsed from the dissemination of the first indication. (See examples on the reverse side of this memo.) The
time period can be reduced by a Floor Director or Floor Governor only when an indication is optional rather
than mandatory (see attached text) in a stock which has had a prior public market, and by a Floor Official for
an indication prior to the opening of a stock which had a nonregulatory halt at the preceding day's close.

These policy changes eliminate some of the competitive disadvantages arising from the inconsistencies
between the Exchange's policies and those of other CTA participants, while reflecting the Exchange's
determination that investors and other off-Floor participants will have an adequate time to react to indications.

Donald J. Solodar

Senior Vice President

The revised policy reduces additional delays when more than one indication is necessary. A stock may be
reopened five minutes from the last indication if it overlaps the prior indications.

Example:

1st indication                         10:05               90-100

2nd indication                         10:18               95-105
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Earliest opening time                  10:23

If the subsequent indication does not overlap the prior indication, the stock may be reopened ten minutes
from the last indication.

Example:

1st indication                         10:05               90-100

2nd indication                         10:16               100-110

Earliest opening time                  10:26

In all cases, at least 15 minutes must elapse from the first indication.

Example:

1st indication                         10:05               95-100

2nd indication                         10:08               95-105

Earliest opening time                  10:20

(Although the second indication overlaps the first, the stock cannot be reopened at 10:13 because 15 minutes
would not have elapsed from the first indications).

Example:

1st indication                         10:05               90-100

2nd indication                         10:08               101-109

Earliest opening time                  10:20

(Although the revised policy would permit reopening ten minutes after the Second indication, 10:18 would not
be 15 minutes after the first indication).

Any questions may be directed to Mr. Daniel Saporito at (212) 656-5097 or Mr. William Iommi at (212)
656-6829.

Attachment

1. Text of the Proposed Rule Change

(a) The text of this proposed rule change is as follows:
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INDICATIONS, OPENINGS AND REOPENINGS

(1) Mandatory Indications: When Commencement Is Permitted - A specialist must disseminate indications
before (re)opening a stock in the following situations. The following paragraphs (a) through (e) regulate when
he may commence dissemination.

(a) Intra-Day Regulatory Halts - Whenever, while a Regulatory Halt is in effect during the trading day, the
Exchange determines that an adequate publication or disclosure of information has occurred so as to permit
the termination of the Regulatory Halt and a Floor Official approves the dissemination of indications for the
affected stock, the specialist in the stock may commence to disseminate indications for the stock.

(b) Other Intra-Day Halts - Whenever a halt is in effect during the trading day because of an order imbalance
or other reason not involving a Regulatory Halt, the specialist in the affected stock may commence to
disseminate indications for the stock when a Floor Official approves.

(c) Inter-Day Regulatory Halts - Whenever, while a Regulatory Halt remains in effect from the preceding
trading day, the Exchange determines that an adequate publication or disclosure of information has occurred
so as to permit the termination of the Regulatory Halt and a Floor official approves the dissemination of
indications for the affected stock, the specialist in the stock may commence to disseminate indications for the
stock. The approval may include dissemination before the Exchange opens for business.

(d) Other Inter-Day Halts - Whenever a halt that occurred because of an order imbalance or other reason not
involving a Regulatory Halt remains in effect at the close of the preceding trading day, the specialist in the
affected stock may commence to disseminate indications for the stock when a Floor Official approves. The
approval may include dissemination before the Exchange opens for business.

(e) Delayed Openings - Whenever a stock is subject to a delayed opening other than by reason of an inter-
day Regulatory Halt, the specialist in the stock may commence to disseminate indications for the stock when
a Floor Official approves.

(f) “Regulatory Halt” Defined - For the purposes of this policy, “Regulatory Halt” has the meaning that the CTA
Plan assigns to it.

(2) Optional Indications

(a) Spin-Offs, IPOS. Etc, - Prior to the first commencement of trading in a stock for which there has been no
prior public market, the specialist in the stock may disseminate indications for the stock if a Floor Director or
Floor Governor approves. In the case of a spin-off, any Floor Official may approve the dissemination which
approval may include dissemination before the Exchange opens for business.

(b) Other Opening Situations - In any opening situation not specified above, the specialist in the affected
stock may disseminate indications for the stock before the Exchange opens for business if a Floor Director or
Floor Governor approves, and thereafter if any Floor Official approves.

(3) Waiting Periods before (Re)Opening

(a) Periods Specified - The specialist may not (re)open a stock that has been the subject of an indication
under any of paragraphs (1)(a) through (e) and 2(a) and (b) until:

(i) Fifteen minutes after a Post Display Unit (“PDU”) displays an indication unless clause (ii) or (iii) applies;

(ii) Ten minutes after a PCU displays an indication if:

(A) One or more indications preceded it, and

(B) The last indication and the immediately preceding indication do not overlap; and

(iii) Five minutes after a PDU displays an indication if:

(A) One or more indications preceded it, and
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(B) The last indication and the immediately preceding indication do overlap.

However, notwithstanding the ten and five minute waiting periods of clauses (ii) and (iii), the specialist may
not (re)open the stock until 15 minutes after the first indication. In the case if indications made pursuant to
paragraph 1(d), a Floor Official may dispense with the waiting periods if no unusual situation exists prior to
the opening of the affected stock. In the case of indications made pursuant to paragraph 2(b), a Floor waiting
periods to take into account the circumstances of the particular opening situations.

(b) “Overlap” Defined - Indications “overlap” if their price ranges have more than an endpoint in common; e.g.,
“90-100” overlaps “95-105”, but does not overlap “100-110” or “105-115”.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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September 30, 1987

  

Member Firm Regulation

 TO: Members and Member Organizations

ATTENTION: Chief Financial Officers

SUBJECT: 1988 SIPC Assessments

In its continuing efforts to reduce administrative burdens imposed on our member organizations, the
Exchange has renewed its arrangement with the Securities Investor Protection Corporation (SIPC) for
collecting the 1988 $100 SIPC assessment through our member billing system.

Current SIPC members assigned by the SEC to the Exchange as of November 30, 1987 will be billed for their
1987 assessment and will be subject to the following procedures:

1. On the December 1987 NYSE billing statement (received by you in January), the SIPC amount will be
identified as 1988 SIPC Assessment - $100.00”.

2. Those SIPC members being billed on the above statement will not be required to file the 1987 General
Assessment Payment Form (Form SIPC-4).

3. You do not have to draw a separate check for your 1988 assessment. It should be included as part of
your regular remittance to the Exchange. The Exchange will deposit the applicable funds in the SIPC Trust
Account as directed under the SIPC Collection Agent's responsibilities.

Though this procedure has relieved the SIPC members of the time expended in filing an extra form and,
generally an extra check, you are nevertheless reminded that failure to pay the assessment may preclude a
SIPC member, under Section 14(a) of the Securities Investor Protection Act, from engaging in business as a
broker/dealer.

Telephone or written inquiries relating to your assessment payments should be directed to the Cashier,
Barbara Branford (212) 656-2003.

All other SIPC inquiries or questions should be directed to Paul Bigelow (212) 656-3092.

David Marcus

Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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September 15, 1987

  

Market Surveillance Services

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Procedures for Handling Market-At-The-Close Orders on September 18, 1987 (“Expiration
Friday”)

The Securities and Exchange Commission has again requested that the NYSE implement, on a pilot basis,
procedures regarding the entry of market-at-the-close orders on “expiration Friday” this September 18, 1987.
These Procedures have been filed as a rule with the SEC.

These procedures, as well as pertinent questions and answers (attached) pertaining to the handling of
market-at-the-close orders are addressed in this memorandum.

Order Entry and Imbalance Publication

NYSE Rule 116.40 sets forth procedures to facilitate the handling of market at-the-close orders on so-called
“expiration Fridays” (the Fridays preceding the expiration or settlement of options or futures contracts based
on a stock index). The procedures, which may be used only on expiration Fridays, are intended to provide an
orderly means for handling market at-the-close orders.

Members and member organizations are strongly urged to carefully review their procedures in entering and
using market at-the-close orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

Fifty Pilot Stocks

For the purpose of facilitating the publication of any significant order imbalance in one of the 50 Pilot Stocks
(see attached list), you must enter all market-at-the-close orders, relating to index arbitrage positions, by 3:30
p.m. eastern time. It should be noted that, pursuant to Rule 13, an order for execution at the close may only
be entered for execution at-the-market; “limit-at-the-close” orders are not permitted.

As soon as possible thereafter, the Exchange will publish on the tape any imbalance of market-at-the-close
orders of 50,000 shares or more that existed at 3:30 p.m. in those 50 stocks. While market-at-the-close
orders previously entered may be cancelled or reduced in size, once such publication has been made,
any market-at-the-close orders subsequently entered will be accepted only to trade on the opposite side of
the market in relation to such published imbalance. The liquidation of positions relating to index arbitrage
using market-at-the-close orders entered after 3:30 p.m. is not permitted, even if such orders might offset
net reported imbalances. In the event that no imbalance message is disseminated in a particular stock, no
market-at-the-close orders will be accepted after 3:30 p.m. in that issue.

Due to cancellations or reductions and entry of market-at-the-close orders to offset any published imbalance,
the imbalance of market-at-the-close orders published as of 3:30 p.m. may not reflect the imbalance which
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exists at the close. These procedures relate only to the 50 pilot stocks and regular procedures will apply to all
other listed securities.

Printing at the Close

Where there is an imbalance of shares to buy over shares to sell in market at-the-close orders, or vice
versa, the imbalance may, at the close of trading, be executed against the bid or offer on the Exchange, as
appropriate. (An imbalance of buy orders would be executed against the offer. An imbalance of sell orders
would be executed against the bid). The member may then stop the remaining buy and sell orders against
each other and pair them off at the price of the immediately preceding sale described above. The “pair off”
transaction would be printed on the tape as “stopped stock.”

Where the aggregate size of buy market at-the-close orders in a stock equals the aggregate size of sell
market at-the-close orders, they may be “stopped” against each other and paired-off at the price of the last
sale on the Exchange just prior to the close of trading in that stock on that day. The transaction should be
reported to the Consolidated Tape as “stopped stock.”

“G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity, and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-off
“at-the-close” orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing
price which are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-
the-market theoretically could have been executed at a better price (and still satisfy the “short sale” rule
in terms of a “plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be
applicable if the order was a market order to sell “long” or a market order to buy.

Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Rules 9a-2, 10a-1, 10b-5, as well
as the margin and capital rules.

Any questions you may have regarding this may be directed to Mr. Robert J. McSweeney at (212) 656-6766
or Mr. David Leibowitz at (212) 656-4588.

Donald J. Solodar

Senior Vice President

                                 

Attachments
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                                50 Pilot Stocks

                   

September 18, 1987 - “Expiration Friday”

SYMBOL                            STOCK

ABT                               Abbott Laboratories

ALD                               Allied Signal Incorporated

AA                                Aluminum Company of America

AXP                               American Express Company

AHP                               American Home Products Corporation

T                                 American Telephone and Telegraph Company

AN                                Amoco Corporation

ARC                               Atlantic Richfield Company

BEL                               Bell Atlantic Corporation

BLS                               Bellsouth Corporation

BS                                Bethlehem Steel Corporation

BA                                Boeing Company
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BIMY                              Bristol-Meyers Company

CHV                               Chevron Corporation

KO                                Coca-Cola Company

DEC                               Digital Equipment Company

DOW                               Dow Chemical Company

EK                                Eastman Kodak Company

DD                                E. I. duPont deNemours and Co.

LLY                               Eli Lilly and Company

XON                               Exxon Corporation

F                                 Ford Motor Company

Z                                 F.W. Woolworth Company

GE                                General Electric Company

GM                                General Motors Corporation

GT                                Goodyear Tire and Rubber Company

GTE                               GTE Corporation

HWP                               Hewlett-Packard Company
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IBM                               International Business Machines Corporation

IP                                International Paper Company

JNJ                               Johnson and Johnson

MCD                               McDonald's Corporation

MRK                               Merck and Company Incorporated

MMM                               Minnesota Mining and Manufacturing

MOB                               Mobil Corporation

NAV                               Navistar International Corporation

NYN                               NYNEX Corporation

MO                                Philip Morris Cos. Incorporated

PA                                Primerica Corporation

PG                                Procter and Gamble Company

RJR                               RJR Nabisco Incorporated

RD                                Royal Dutch Petroleum Company

SLB                               Schlumberger Ltd.

S                                 Sears, Roebuck and Company
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TX                                Texaco Incorporated

UK                                Union Carbide Corporation

UTX                               United Technologies Corporation

X                                 USX Corporation

WMT                               Wal-Mart Stores, Inc.

WX                                Westinghouse Electric Corporation

MEMORANDUM

Date: September 10, 1987

To: All Floor Members

From: Floor Official Education

Subject: Frequently Asked Questions About “Expiration Friday” Openings and Market on Close (MOC) Orders

Openings

Q. Can “limit at the openings” (“limit OPG”) orders be entered in the stocks that are not among the 50
stocks included in the pilot?

A. “Limit at the opening” (“limit OPG”) orders are not permitted in any stocks on expiration Friday. On all other
days these orders are permitted. (“Limit at the close” orders are not permitted at any time.)

Q. When can specialists obtain an OARS status request?

A. At any time after 7:30 a.m., in any stock (specialists should review OARS inquiry, freeze and opening
procedures to avoid problems).

Q. Must specialists wait until 9:27 a.m. to start the ITS pre-opening application?

A. No. ITS Pre-Opening notifications may be issued beginning at 9:00 a.m.

Q. Are “G” orders to sell short at the market handled differently at the opening then at the close on
expiration day?

A. Yes, “G” short market orders are covered by two different procedures. At the opening they are handled as
they are on any other day. “G” short market orders must yield to all public limit orders at the lowest valid short
tick. At any higher price the “G” shorts need not yield. At the close, “G” market shorts must yield to all limit
orders at the sale price, even if that price is higher than the first valid short tick.

Q. How should specialists and Floor Officials handle requests to “hold the opening” in the 50 pilot
stocks?

A. The Exchange has added auxiliary and early procedures with the express purpose of providing a prompt
opening in all stocks, not just the 50 pilot stocks. Brokers should be told to have their opening interest
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represented by 9:30 a.m., and assuming adequate pricing information re: substantial disparity from the close,
all stocks should be opened as quickly after 9:30 as possible.

MOC Orders

Q. When can a specialist print “paired off” market on close orders as “stopped stock”?

A. The special “stopped stock” procedure for Market on Close orders is used only 12 times a year on
“expiration days”, usually the 3rd Friday of each month.

Q. On expiration days, how do you determine the price at which to print the “stopped stock”?

A. Generally prices are set by the imbalance of market on close orders. If there are 20,000 paired off “MOC”
and 1,000 to buy on balance, the 1,000 trades at the offering side and the 20,000 prints “stopped stock” at
that price. If the imbalance was 1,000 to sell, the activity would take place on the bid side.

Q. How do you determine the price at which MOC orders are executed on nonexpiration days?

A. Again, the general rule of thumb is imbalance creates price change while a perfect pair-off creates no
change in price.

NonExpiration Day

Examples:

Mkt. 24 - 1/8 20,000×30,000

Last Sale 24 1/8-a zero minus tick

Example A: Sell 20,000 MOC; Buy 25,000 MOC

Imbalance Rules - 20,000 sells at 24 then 25,000 trades at 24 1/8 - Last 24 1/8+

Example B: Sell 20,000 MOC; Buy 15,000 MOC

Imbalance Rules Again - 15,000 trades 24 1/8 then 20,000 sells at 24 - Last 24 -

Example C: Sell 10,000 MOC; Buy 10,000 MOC

No Imbalance of supply and demand so market should return to price Prior to market on close.

So: 10,000 sells at 24 the 10,000 trades at 24 1/8 - Last 24 1/8+

•In all 1/8 point examples it is assumed there is a Public Bid and Public Offer. If it is the Specialist Bid or Offer,
he must yield to the pair-off, since he is Agent for those orders.

Q. What if the quotation spread is 1/4 or more?

A. Ideally, the specialist should offset the imbalance and cross the entire amount inside the existing quote.
Where market conditions or rules do not facilitate such an offset, the “paired-off” portion could be crossed 1/8
point away from the indicated closing price with the imbalance setting the closing sale.

Nonexpiration Day

Examples:

Mkt. 24 - 1/4 100,000×100,000

Last 24 1/4 - a minus tick

Example A: Sell 20,000 MOC Buy 25,000 MOC

(Assume specialist short)

Imbalance sets close - 20,000 sells at 24 1/8 then 5,000 trades at 24 1/4, last 24 1/4+

Example B: Sell 100,000 MOC Buy 55,000 MOC if specialist does not “cross” the entire amount at 24 1/8
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Imbalance sets close - 55,000 sells at 24 1/8 then 45,000 trades at 24; last 24 -

Example C: Sell 20,000 MOC Buy 20,000 MOC

No imbalance

20,000 sells at 24 1/8; last 24 1/8 -

Q. How will the specialist determine which orders receive which prices?

A. While all MOC orders become effective simultaneously, it would be consistent with NYSE policy to allocate
the most advantageous prices to the orders received earliest.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 87-27

Click to open document in a browser

August 28, 1987

  

Member Firm Regulation

PLEASE ROUTE TO MARGIN, OPTION, CASHIERING, EXEMPTED SECURITIES, COMPLIANCE AND STOCK
LOAN DEPARTMENTS

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: MANAGING PARTNER/CHIEF EXECUTIVE OFFICER AND SUBSCRIBERS

SUBJECT: ADOPTION OF AMENDMENTS TO EXCHANGE MARGIN 431

REMINDER

The major revisions of Rule 431, “Margin Requirements”, as approved by the Securities and Exchange
Commission on February 27, 1987, become fully effective on September 1, 1987. Pursuant to Information
memo Number 87-10 (dated March 4, 1987) member organizations were permitted to use the new
requirements as of June 1, 1987 with mandatory compliance by September 1, 1987.

The Exchange has provided a “Grandfather” provision that allows member organizations to continue
to maintain certain existing security positions in exempted securities and corporate debt securities in
accordance with the prior Rule 431 margin requirements (see Interpretation Memo Number 87-5, dated May
29, 1987 for details). member organizations must supply the Exchange with the required itemized list of all
customer accounts being maintained pursuant to the “grandfather” provision no later than October 15, 1987.

Inquiries regarding this memorandum should be directed to Richard Nowicki (212) 656-7683 or Steven Levine
(212) 656-7080. Itemized lists of “grandfathered” accounts should also be submitted to Messrs. Nowicki and
Levine, New York Stock Exchange, Inc., 22nd Floor, 20 Broad Street, New York, New York 10005.

Raymond J. Hennessy

Vice-President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 87-26

Click to open document in a browser

August 24, 1987

   TO: All Members and the Managing Partner/Chief Executive Officer of Each Member Organization

SUBJECT: Market Regulation Review Committee's Preliminary Recommendations

In December of 1985, the Board of Directors approved the establishment of the Market Regulation Review
Committee to examine the appropriateness of the current scheme of market trading regulation. The
Committee was given an 18-month chartered life (subsequently extended to two years) and was charged
with reviewing current regulations to enable the Exchange, in a manner consistent with maintaining market
integrity and protecting investors, to compete more effectively with current and future competitors, to provide
additional intra-market trading opportunities for all Exchange market participants, and to eliminate “outdated”
regulatory requirements. (A copy of the Committee's charter is annexed as Exhibit A).

The Committee is composed of 15 representatives from the Exchange's major constituent groups directly
impacted by market trading regulation, and two representatives from the senior management of the
Exchange. (A list of the members of the Committee is annexed as Exhibit B).

The Committee recently completed its preliminary review of market trading rules and policies, and has
made approximately 70 recommendations for change. A summary report noting all of the Committee's
recommendations is annexed as Exhibit C. The recommendations are grouped according to the following
categories:

I. General Auction Market Rules

II. Trading/Order Handling Rules Applicable to All Members Generally

III. Trading Rules Applicable to Specialists

IV. Member Proprietary and on-Floor Trading

V. Exchange Trading Systems

VI. Specialists' Booth Wire Communications

Significant recommendations for change include the following:

- Short Sale Rule: The Committee made two recommendations. First, market participants would be permitted
to sell short on a minus or zero minus tick on the NYSE opening to “equalize” the price of a foreign security
with the closing price in a foreign market. Second, no short selling would be permitted on the opening trade
of an initial public offering (IPO) if the opening trade price is at or below the offering price. (See Rule 440B,
Category II.)

- Specialists' Proprietary Trading: The so-called “negative obligation”, under which a specialist is precluded
from proprietary trading unless it is “reasonably necessary” to maintain a fair and orderly market, would be
modified to delete the necessity test. Therefore, the test for a specialist's proprietary trading would become
one of “reasonable basis”. (See Rule 104, Category III.)

- Specialists' Trading “After Hours” in Foreign Markets: Specialists would be permitted to engage in
proprietary trading in foreign markets when they have GTC orders on their NYSE books, provided they satisfy
any such executable order at the same price, or at a better price, as soon as practicable on the Exchange.
(See Rule 92, Category II.)

- Specialists' Use of Listed Options to Hedge Specialty Stock Positions: The Committee recommended that
Exchange management develop appropriate means to give specialists more flexibility to be able to use
listed options to hedge specialty stock positions. (See Rule 105, Category III.) (Note: A rule change proposal
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currently pending before the SEC would eliminate the restriction in Rule 96 that members who may otherwise
initiate orders on the Floor may not do so when they have an existing option position in the stock.)

- Specialists' Use of Booth Wires: Unless they do a public business, specialist units would not be permitted
to have a booth wire. A specialist would not be permitted to accept an order directly over the booth wire of
another member or member organization, and would be permitted to speak to the upstairs trading desk of
another member organization only under limited circumstances. (See Category VI.)

- “Splitting” Stock Among Orders on the Book: The right that members in the Crowd have to agree to “split”
stock among orders in the Crowd would be extended to orders on the book, where the orders contain an
instruction authorizing splitting. (See new Rule 72.30, Category II.)

- Member Proprietary Trading: The requirements of Section 11(a)(1)(G) of the 1934 Act, under which member
firms' proprietary orders are required to yield to public orders, would not apply when a member firm is
liquidating a position. (See Category IV.)

- “Managed Money” Accounts: The restrictions in Section 11(a) of the 1934 Act would not apply to accounts
over which member firms exercise investment discretion. (See Category IV.)

- Member Floor Trading: A Floor broker would be permitted to act as a positioner of last resort” to facilitate the
single-price execution of an order the broker is handling as agent. A broker would be permitted to offer this
service to his customers on orders of 5,000 shares or less. (See New Rule 109, Category IV.)

- Member Entry of Orders from the Floor: A member would be permitted to use a booth wire to enter an order
for his own account, without being subject to the restrictions on on-Floor initiation of orders, provided the
order is routed through a clearing firm's order room. (See Rule 112.20, Category IV.)

- Member Proprietary Trading Following Block Positioning: The limitations on member firm proprietary trading
following block positioning, which are currently triggered by a block transaction worth $200,000 or more,
would be effectively reduced by a new definition of “block” to mean a quantity of stock worth $500,000 or
more. (See Rule 97, Category IV.)

All members and member organizations are urged to review the Committee's recommendations carefully.
Questions pertaining to any recommendation, and requests for copies of the actual amended rule text
language pertaining to any recommendation, should be directed to Mr. Angel Colon (2121 656-8332
or Ms. Laura Settipani (212) 656-2282. The Committee welcomes any comments on the proposed
recommendations, as well as any suggestions for additional changes that members may believe are
appropriate. Written comments may be forwarded to Brian McNamara, Director, Market Surveillance, New
York Stock Exchange, 11 Wall Street, 11th Floor, New York, New York 10005. Commentators should
note that all written communications received on any rule change proposal are required to be filed with the
Securities and Exchange Commission pursuant to SEC Rule 19b-4 should the Exchange seek to adopt such
proposal.

It is requested that written comments be forwarded by October 1, 1987. The Market Regulation Review
Committee intends to reconvene in October 1987 to consider all input received on the preliminary
recommendations, and to prepare its final recommendations to Exchange Management for consideration
and submission to the Exchange's Board of Directors in December 1987. Any significant changes from, or
additions to, the preliminary recommendations will be communicated to the membership.

         Norman Schlanger        Thomas Ryan

         Co-Chairman             Co-Chairman

Exhibit A

Additions underscored
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Deletions [bracketed]

CHARTER - MARKET REGULATION REVIEW COMMITTEE

New York Stock Exchange, Inc.

(Adopted December 11, 1985)

“RESOLVED, that a MARKET REGULATION REVIEW COMMITTEE be established to serve at the
pleasure of the Board of Directors for an overall period of two years [one year and a half], unless extended,
commencing in January, 1986, consisting of three senior management officials of specialist organizations,
four Floor brokers from member organizations that do business with the public, two independent Floor
brokers, one non-specialist Floor trader, two senior management officials employed in an “upstairs” trading
capacity by a member organization, one senior management official employed in a trading capacity by an
institution, two senior management officials employed in an operations capacity by a member organization,
and two senior management officials of the Exchange; and it is

FURTHER RESOLVED, that the appointments to the MARKET REGULATION REVIEW COMMITTEE shall
be made by the Chairman of the Exchange, subject to the approval of the Board of Directors; and it is

FURTHER RESOLVED, that the MARKET REGULATION REVIEW COMMITTEE shall be chaired by two
individuals, one of whom shall be a specialist and the other a senior management official employed in an
“upstairs” trading capacity by a member organization; and it is

FURTHER RESOLVED, that the MARKET REGULATION REVIEW COMMITTEE shall be, on behalf of the
Board of Directors and subject to the control of the QUALITY OF MARKETS COMMITTEE, charged with the
duty of reviewing and recommending to the QUALITY OF MARKETS COMMITTEE appropriate changes to:

(i) Exchange general auction market rules;

(ii) Exchange market trading and order handling rules applicable to all members generally;

(iii) Exchange market trading rules applicable to specialists;

(iv) Exchange market trading rules applicable to non-specialist members seeking to initiate proprietary orders
on the Floor or effect proprietary transactions on the Exchange;

(v) Inter-market (ITS) trading rules; and

(vi) Provisions of the Securities Exchange Act of 1934 and regulations promulgated thereunder by the
Securities and Exchange Commission which regulate trading on the Exchange, for the purpose of updating
market trading regulation, in a manner consistent with maintaining market integrity and protecting public
investors, to enable the Exchange to:

(i) compete more effectively with current and future competitors;

(ii) stimulate intra-market competition by providing enhanced trading opportunities for all Exchange market
participants; and

(iii) eliminate requirements that no longer serve a meaningful regulatory purpose in light of the enhancements
to the Exchange's surveillance systems.

Exhibit B

MARKET REGULATION REVIEW COMMITTEE

Specialists

Norman Schlanger (Co-chairman)

Partner

Hirshon, Roth & Co.
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30 Broad Street

New York, NY 10004

William R. Johnston

Chief Executive Officer

Agora Securities, Inc.

50 Broadway

New York, NY 10005

Robert J. Silver

Partner

Mercator Partners

14 Wall Street

New York, NY 10005

Commission House Brokers

Douglas L. Matthews

Senior Vice President

Dean Witter Reynolds Inc.

130 Liberty Street

New York, New York 10006

Herman H. Weiss

Executive Vice President

Shearson Lehman Brothers Inc.

American Express Tower

World Financial Center

New York, New York 10285-0600

William W. Prager, Jr.

General Partner

Kalb, Voorhis & Co.

27 William Street

New York, NY 10005

Arthur D. Cashin, Jr.

Vice President

PaineWebber Incorporated

140 Broadway

New York, NY 10005

Independent Brokers

Michael D. Robbins
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Booth TT-2

11 Wall Street

New York, New York 10005

Richard A. Rosenblatt

Richard A. Rosenblatt & Company, Inc.

20 Broad Street

New York, New York 10005

Non-Specialist Floor Trader

Robert Brooks

6 Annette Drive

Port Washington, NY 11050

Member Firm Upstairs Traders

Edward A. Poppiti, Jr.

Partner

Goldman, Sachs & Co.

8S Broad Street - 29th Floor

New York, New York 10004

Thomas F. Ryan, Jr.(Co-chairman)

Vice President

Kidder, Peabody & Co., Inc.

10 Hanover Square

New York, NY 10005

Institutional Trader

Joseph A. DeMarco

Vice President - Equity Trading

Marinvest Inc.

250 Park Avenue - 2nd Floor

New York, NY 10177

Member Firm Operations Managers

Allan Pessin

Vice President/Director-Compliance

Salomon Brothers, Inc.

One New York Plaza

New York, New York 10004

George Mugno

Director - Securities/Futures Operation Division
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Merrill Lynch, Pierce, Fenner & Smith Inc.

One Liberty Plaza

New York, New York 10080

NYSE Regulatory Group

David Marcus

Executive Vice President

Donald Solodar

Senior Vice President - Market Surveillance

Exhibit C

Summary of Market Regulation Review Committee's Preliminary Recommendations

I. General Auction Market Rules

Rule 61: Recognized Quotations

(i) This rule would be revised to make clear that odd-lots cannot be part of a quotation.

(ii) The rule would also provide that “PRLs” (part of a round lot) can be sent to the specialist, but will be
executed by the Exchange's odd-lot system.

(iii) The rule would also make clear that Special Offerings, Exchange and Secondary Distributions, as
specified in Rules 391, 392, and 393, may be effected and printed on the tape.

Rule 64: Settlement Periods

(i) This rule would be revised to eliminate any inconsistencies between “calendar” and “business” day
settlement, and would provide uniformly for “business” day settlement periods.

(ii) The maximum non-regular way business day settlement period would be extended from 60 to 180
business days.

Rule 70: Below Bid - Above Best Offer

(i) This rule would be revised to make clear that a bid which is at or above an offer results in a trade in an
amount equal to the lesser of the bid or the offer. The same principle would apply when an offer is made
which is at or below a bid. For example, assume the market is 20 bid for 500 shares, with 500 shares offered
at 20 1/4. A member making a bid of 20 1/4 for 200 shares would be effecting a trade at 20 1/4 for 200
shares.

Rule 72.30: “Splitting” of Orders

(i) This new rule would provide that orders may be entered on the specialist's book authorizing the splitting
of stock among orders with similar instructions (as brokers in the Crowd may agree to “split” stock). Orders
with the “splitting” instruction that have time priority on the specialist's book will be executed before any order,
received without the “splitting” instruction, that does not have time priority.

Rule 75: Disputes As to Bids and Offers

(i) This rule would be revised to delete the presumption that disputes regarding the size of a transaction
should be settled by a Floor Official in favor of the smaller amount. The revised rule would provide that
primary reliance in settling a dispute should be placed on statements of a member or members not a party to
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the transaction, but that the Floor Official shall also take into account the size of orders held by parties to the
disputed transaction.

(ii) The rule would also make clear that the testimony of members who are not a party to the dispute should
be the primary factor in settling the dispute.

Rule 76: “Crossing” Orders

(i) The rule would be revised to make clear that bids and offers must be clearly articulated in the Trading
Crowd before stock is crossed.

Rule 77: Prohibited Dealings and Activities

(i) This rule, which prohibits a member from offering publicly on the Floor to buy or sell securities “on-stop”
above or below the market, to buy or sell securities “at the close”, to buy or sell dividends, to bet upon the
course of the market, or to buy or sell privileges to receive or deliver securities, would be deleted. In the
Committee's view, the rule is outdated and the regulatory concerns addressed by the rule are covered by
other rules.

Rule 78: Sell and Buy Orders Coupled at Same Price

(i) This rule, which prohibits prearranged trading, would be deleted,as the regulatory concerns addressed by
the rule are covered by other rules.

Rule 79: Bids and Offers - Binding

(i) This rule would be consolidated with Rule 70 (see above).

Rule 79A.10: Request to Make Better Bid or Offer

(i) This rule would be revised to make clear that all members (including specialists) must make a bid or offer
at the limit price of an order they are representing as agent when they are requested by their principal to do
so.

(ii) A requirement that a member refusing to make such a bid or offer must return the order would be deleted.

Rule 79A.30: One or Two Points or More Away from Last Sale

(i) A provision would be added to the rule stating that other price parameters (in addition to the one point for
stocks under $20 or two points for stocks at $20 or more) for printing a trade at a significant variation from the
last sale price may be established on a stock-by-stock basis.

II. Trading/Order Handling Rules Applicable to All Members Generally

Rule 13: Definition of Orders

(i) This rule would be amended to clarify that an “at-the-opening-only” order is eligible only to be executed on
the opening trade, but is not cancelled by virtue of a stock showing an opening quotation.

(ii) The rule would also be amended to specify that all members shall use due diligence in the handling of any
order, except for a “switch order-contingent order”, which may be handled on a “best efforts” basis.

(iii) A provision would be added to the rule stating that, unless the specialist obtains Floor Official approval
to decline to accept a particular type of order, he must accept any order given to him for execution. If the
specialist does obtain Floor Official approval to decline to accept a particular type of order, he must obtain
cancellations of all orders of the same type that he had previously accepted for execution.

(iv) A “buy or sell on print” order would be deemed to be a “not held” order and could not be accepted by a
specialist.
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Rule 60: Firm Quote Rule

(i) The rule provides for a “normal mode”, a “more depth” mode, a “non-firm” mode, and a “fast trading” mode.
The Committee recommended that the “more depth” and “fast trading” modes be eliminated.

(ii) The Committee recommended that the specialist be deemed the “responsible broker dealer” for all
quotations disseminated by the Exchange.

(iii) The Committee also recommended that Floor Official review of the “non-firm” mode be reduced from 60 to
30 minutes.

Rule 91: Taking or Supplying Securities Named in Order

(i)The procedure in the rule whereby members may reject DOT trades when the specialist traded against their
order as principal would be extended to all systematized orders.

Rule 92: Limitations on Members' Trading Because of Customers' Orders

(i) This rule basically provides that members should not trade as principal ahead of orders they have
undertaken to represent as agent. The Committee recommended that the rule be amended to specify that
whenever a specialist effects a proprietary trade in another market when he has GTC (good ‘til cancelled)
orders on his book, he must satisfy any such executable orders at the same price as his proprietary trade in
another market, or at a better price, “as soon as practicable” (essentially the opening) on the Exchange. This
recommendation is particularly addressed to the responsibilities of specialists engaging in proprietary trading
in foreign markets when the NYSE is closed.

(ii) The rule would also be amended to make clear that it applies to a member on the Floor who has
knowledge that his organization is holding an unexecuted customer order, as well as to individuals engaged
in an “upstairs” capacity in the member's member organization who have knowledge that the organization is
holding an unexecuted customer order.

(iii) The Committee also recommended a revision to the current policy whereby a specialist is expected
to contact “regular way” orders on his book before effecting a proprietary non-regular way trade. The
Committee recommended that the policy be changed to provide that the specialist may effect a non-regular
way proprietary trade without contacting regular way orders on the book, but that the regular way customers
may contact the specialist following the print of the non-regular way trade to obtain stock on a “first come, first
served” basis.

Rule 95: Discretionary Transactions

(i) This rule prohibits members from effecting discretionary transactions on the Exchange. The Committee
recommended that two exceptions from the general prohibition dealing with transactions for a bona fide cash
investment account, or transactions for the account of a member who is absent due to illness, be deleted.

Rule 120: Discretion to Employees - Forbidden

(i) This rule, which prohibits members and member organizations from giving discretion to Floor employees
to give out orders for the purchase or sale of securities, would be deleted as unnecessary in light of other
regulatory requirements.

Rule 123A: Miscellaneous Order Requirements

(i) The Committee recommended that eight subsections of this rule, dealing largely with outdated
“housekeeping” or administrative requirements, be eliminated as unnecessary.

(ii) The Committee recommended that the concept of standardized order formats, separately addressed in
three subsections of the rule, be consolidated in one subsection.
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Rule 128A: Publication of Transactions

(i) The provision in this rule that the seller must notify the “reporter” of a trade would be revised, in light of
new NYSE electronic systems, to provide that the seller must report a sale “in such manner as to facilitate the
printing of the trade on the tape”.

Rule 128B: Publication of Changes, Corrections, Cancellations or Omissions and Verification of Transactions

(i) This rule would be revised to reflect current practice. Publication of a change or a correction to a
transaction which previously appeared on the tape would require agreement of both buyer and seller and the
approval of a Floor Official.

Rule 134: Differences and Omissions - Cleared Transactions

(i) The Committee supported recommendations by the Audit Trail/Trade Comparison Executive Committee
that specialists be given some flexibility in helping members resolve QTs, but that members should remain
responsible for researching their own QTs.

Rule 440B: Short Sale Rule

(i) The Committee recommended that market participants be permitted to sell short on a minus or zero
minus tick on the NYSE opening to “equalize” the price of a foreign security with the closing price in a foreign
market.

(ii) The Committee recommended that short selling not be permitted on the opening trade of an initial public
offering (IPO) if the opening trade price is at or below the offering price.

III. Trading Rules Applicable to Specialists

Rule 94: Specialists' or Odd-Lot Dealers' Interest in Joint Accounts

(i) Two paragraphs of this rule, which differentiate between a specialist doing business on behalf of a member
organization, would be merged into one paragraph. The requirement that specialists may enter joint account
arrangements only with members or member organizations would not be changed.

Rule 104: Dealings by Specialists

(i) The current “negative obligation” ' imposed on specialists provides that they shall not effect proprietary
transactions in specialty stocks unless such transactions are “reasonably necessary … to maintain a fair
and orderly market.” The Committee recommended that this “necessity test” be deleted, and that specialists'
proprietary transactions be permitted if they are “reasonable in relation to the specialist's responsibility to
maintain a fair and orderly market.”

Rule 104.10(7): “Clean-ups” by Specialists

(i) This rule currently provides that the specialist, when cleaning-up a block at the request of a member,
shall give executable,orders he is holding the clean-up price, except for the amount of the block that can be
executed at the current bid (offer) price. The Committee recommended that this rule be revised to parallel the
clean-up procedures of Rule 127, whereby executable orders would receive the clean-up price.

(ii) This rule also provides that the specialist may not disclose what he and the book would be buying (selling)
in cleaning up the book. The Committee recommended that this provision be deleted.

Rule 104.12: Specialists' Investment Accounts

(i) As in the recommendation for specialists' proprietary dealings under Rule 104 (see above), the “necessity
test” for specialists' proprietary transactions creating or adding to an investment account position would be
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deleted, and replaced by a standard that such transactions would be permitted if they are “reasonable in
relation to the specialist's responsibility to maintain a fair and orderly market.”

(ii) Current reporting requirements would be replaced by a simplified,aggregated monthly reporting
requirement.

Rule 104.13: Investment Transactions

(i) This rule currently provides that transactions in specialty stocks by specified persons, including the
specialist's spouse, children,and individuals residing in his household, must be for “investment purposes.”
The Committee recommended that only transactions above2,000 shares effected for accounts of the spouse
and children residing in the same household as the specialist should be required to meet the “investment
purposes” test.

(ii) This rule currently requires that transactions subject to the rule be effected on stabilizing “ticks”. The
Committee recommended that “tick” requirements be deleted, and replaced by a standard that transactions
subject to the rule may be effected if they are “reasonable” in relation to the specialist's responsibility to
maintain a fair and orderly market.”

(iii) The Committee also recommended that a provision currently in Rule95.20 barring specialists from
originating orders in specialty stocks for accounts over which they may have discretion be transposed to this
rule.

Rule 104.16: Associate Specialists

(i) The Committee recommended that this category of specialist be eliminated as no longer necessary.

Rule 104.17: Temporary Specialists

(i) This rule currently provides that a Floor Official may authorize a member to act as a temporary specialist.
The Committee recommended that the rule be amended to provide that a Floor Governor, rather than a Floor
Official, would be authorized to appoint a temporary specialist.

Rule 104A.40: Short Sales

(i) This provision simply states that specialists must comply with the short sale rule. The Committee
recommended that this provision be eliminated as an unnecessary cross-reference to the short sale rule.

Rule 104A.50: Equity Trading Data Reports

(i) This rule currently provides, among other matters, that specialists operating on a LIFO basis for valuing
inventory are required to submit an equity trading data report for the 30-day period prior to the end of the
unit's year. The rule would be revised to provide that specialists would be required to submit such data upon
Exchange request.

Rule 105: Specialists' Interest in Pools and Options

(i) The Committee recommended that Exchange management develop appropriate means to give specialists
more flexibility to be able to use listed options to hedge specialty stock positions.

Rule 113: Specialists' Public Customers

(i) Paragraph (b) of this rule requires that orders for the accounts of specified parties associated with
the specialist must be identified as to the account for which the order is entered. The Committee
recommended that the order identification requirements be revised to parallel the changes to Rule 104.13
(see above)regarding transactions for investment purposes of specified parties associated with the specialist.
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(ii) The Committee recommended adoption of simplified, monthly aggregated reporting requirements of
transactions in specialty stocks for customer accounts carried by the specialist's member organization.

Rule 115: Disclosure of Specialists' Orders Prohibited

(i) The Committee recommended that this rule be revised to permit the specialist to provide information about
buying or selling interest in the market at or near the prevailing quotation to respond, in a fair and impartial
manner, to market probes.

Rule 115A: Orders at the Opening or in Unusual Situations

(i) The Committee recommended that the entire rule be “modernized” to accurately reflect current practices.
The proposed revisions are largely editorial in nature.

Rule 116.30: Restrictions on Stopping Stock

(i) This rule currently prohibits a specialist from “stopping” stock in a 1/8 point market. The Committee
recommended that a Specialist be permitted to stop both manual and system orders in a 1/8 point market with
Floor Official approval.

Rule 123A.40: Stop Orders

(i) This rule provides that a specialist may not effect a proprietary transaction in a specialty stock that would
result in putting into effect any stop order he may have on his book. The rule further provides, however, that
a specialist may be a party to the election of a stop order when his bid or offer, made with the approval of a
Floor Official, has the effect of bettering the market, and the specialist guarantees that any stop orders which
are elected will be executed at the same price as the electing sale. The Committee recommended that this
rule be revised to permit the specialist to effect a proprietary transaction, without being required to guarantee
stop orders, that might be elected, an execution at this price, where the specialist is trading solely for the
purpose of facilitating completion of a member's order at a single price, and the depth of the current bid or
offer is not sufficient to provide a single-price execution of the member's order.

IV. Member Proprietary and on-Floor Trading

Section 11(a) of the Securities Exchange Act

(i) Section 11(a)(1)(G) requires that member proprietary orders (so-called “G” orders) yield priority, parity,
and precedence based on size. The Committee recommended that yielding requirements not apply when
members are liquidating a proprietary position.

(ii) The restrictions of Section 11(a) currently apply not only to member proprietary trading, but also to trading
for accounts with respect to which members exercise “investment discretion” - so-called “managed money”
accounts. The Committee recommended that the restrictions of Section 11(a) not apply to such accounts.

Rule 97: Limitation on Members' Trading Because of Block Positioning

(i) This rule imposed limitations on member firm proprietary trading following block positioning. These
limitations are currently triggered by a block transaction worth $200,000 or more. The Committee
recommended relaxing the restrictions on block positioning firms by providing that the limitations in the rule
would be triggered by a block transaction worth $500,000 or more.

Rule 107: Registered Competitive Market Makers (RCMMs)

(i) The Committee recommended formal codification of a requirement that an RCMM must respond, on a
monthly, averaged basis, to one market imbalance call-in (a so-called “blue light”) for every day he is on the
Floor.
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(ii) The rule would be revised to provide that an RCMM would not be required to respond to more than three
individual call-ins, in the aggregate, by Floor Officials or brokers for any trading session he is on the Floor.

(iii) The rule would be revised to clarify that an ROM may trade on an opening/reopening on the side of an
order imbalance when he is liquidating a position.

(iv) The current rule provides that an individual RCMM may not take or supply more than 50% of the stock
offered or bid for, and that the specialist and one or more RCMMs, or two or more RCMMs, may not in the
aggregate take or supply more than SO% of the stock offered or bid for. The Committee recommended
deletion of the requirement that a specialist's participation be included in the aggregated 50% limitation.

(v) The Committee recommended that an RCMM be subject to a minimum $100,000 net capital requirement,
inclusive of all NYSE and federal requirements.

(vi) The Committee recommended deletion of the current requirement that an RCMM give the Exchange 10
days notice of his intention to withdraw his registration as an RCMM.

(vii) The current rule provides that an RCMM may not purchase stock to establish or increase a position on
a zero plus tick at the offer, in a 1/8 point market, at a price which is above the previous day's closing price.
The Committee recommended that an RCMM be permitted to make such purchases at the offer in a 1/8 point
market regardless of the previous day's closing price.

(viii) The Committee recommended the elimination of a special call-in provision dealing with DOT orders.

(ix) The Committee recommended elimination of special reporting requirements whenever an ROM trades
along with a specialist.

(x) The Committee expressed the view that Rcmms should be eligible for the more favorable margin
treatment afforded market makers under Regulation U.

New Rule 109: Agency Facilitation Traders (AFTS)

(i) The Committee recommended adoption of a new rule establishing anew category of Floor trader: an
Agency Facilitation Trader. An Agency Facilitation Trader would be permitted to initiate a proprietary order
on the Floor in order to facilitate obtaining a single-price execution of an order he is handling as agent. An
Agency Facilitation Trader would be permitted to offer this service to his customers on orders of 5,000 shares
or less. Before the AFT may trade for his own account, at least 100 shares of the order must be executed at
the prevailing bid or offer, and there must be no other market interest in trading at this price. The AFT must
follow auction market crossing procedures in effecting his proprietary trade. An AFT would not be required
to yield to other orders when liquidating a position he acquired as an AFT. An AFT would have to segregate
his trades as an AFT in a separate account, meet a $100,000 minimum net capital requirement,and would be
subject to NYSE recordkeeping and reporting requirements.

Rule 110: Congregating in, Dominating Market and Effecting Purchases or Sales in Orderly Manner

(i) The current rule provides that no more than three Competitive Traders may be in the trading Crowd for a
particular stock at the same time. The Committee recommended that this provision be deleted.

Rule 111: Competitive Traders

(i) The current rule provides that a Competitive Trader must meet a minimum net capital requirement of
$25,000 over and above any other federal and NYSE capital requirements. The Committee recommended
that Competitive Traders met a $100,000 minimum net capital requirement, inclusive of all other federal and
NYSE capital requirements.

Rule 112: Restrictions on Competitive Traders
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(i) The current rule provides that a Competitive Trader my not effect “long” purchases on “plus” or “zero plus”
ticks at prices above the previous day's closing price, except for “zero plus” tick purchases on the bid. The
Committee recommended that a Competitive Trader be permitted to establish or increase a position in a 1/8
point market on a “zero plus” tick regardless of the previous day's closing price.

(ii) The Committee recommended that the current required 75% stabilization rate for Competitive Trader
transactions be reduced to 50%.

(iii) The Committee recommended elimination of the current restriction that a Competitive Trader cannot effect
an off-Floor trade after he has been on the Floor.

(iv) The Committee recommended that Competitive Trader reporting requirements be changed from next
day reporting of all the previous day's trading to reporting only when specifically requested to do so by the
Exchange.

Rule 112.10 and Rule 112.20: “On-Floor” and “Off-Floor” Orders

(i) The Committee recommended that these rules be updated to make clear that members may engage in
routine business conversations with upstairs trading desks without rules governing on-Floor initiation of orders
being applicable.

(ii) The Committee recommended that a member be permitted to use a booth phone to enter an order for
his own account, without being subject to restrictions against initiating orders on the Floor, provided the
order is transmitted to the Floor from a clearing firm's order rom, where a time-stamped record of the order is
maintained.

V. Exchange Trading Systems

(i) The Committee recommended that policies and procedures applicable to Exchange trading systems be
formally codified in a rule.

VI. Specialist's Booth Wire Communications

(i) The Committee recommended that specialists not be permitted to have a booth wire unless they do a
public business, in which case a booth wire could be used for such business.

(ii) The Committee recommended that specialists not be permitted to accept a specialty stock order, or a
modification to an order already in their possession, over the booth wire of another member or member
organization.

(iii) The Committee recommended that a specialist be permitted to engage in a conversation with an upstairs
trading desk of another member organization over that organization's booth wire only for the purpose of
discussing general market conditions or known buying and selling interest in a particular stock or stocks.

(iv) The Committee recommended that a specialist not favor any member or member organization in
engaging in booth wire conversations, and that specialists make themselves available to respond to requests
for booth wire conversations as impartially as possible.

(v) The Committee recommended that a specialist who does not act impartially in responding to requests for
booth wire communications be deemed to be acting in contravention of just and equitable principles of trades.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 87-25
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August 5, 1987

  

Market Surveillance Services

 TO: All Members and Member Organizations

FROM: Market Surveillance Division

SUBJECT: Audit Trail Quality

The quantity of the audit trail data submitted by members and member organizations has increased
dramatically since the inception of Rule 132 (copy attached). Since the accuracy of data submitted is critical
to insure the proper matching of buyers and sellers, members are reminded that:

•If a $2 broker executes an order, it is that member's badge num-ber which must be submitted as the
executing broker. In this re-gard, Booth Clerks should not change an executing broker's badge number on an
order ticket from that of the executing broker to that of a member of the firm that employs the clerk.

•Specialists must capture contra broker badge number and time of trade for orders they handle as agent (as
well as principal), including system orders in Display Books.

•In addition, specialists should provide the Reporter with their own badge number for the opening trade and
the badge number of the specialist handling the book (not reporting directly to the tape) any time the book
changes hands.

Adhering to these requirements will also aid in the reduction of uncompared trades.

Donald J. Solodar

Senior Vice President

Attachment

Exhibit A

Additions Underscored

Rule 132 Comparison and Settlement of Transactions Through A Fully-Interfaced or Qualified Clearing
Agency; Audit Trail Requirements

(a) Each party to a contract shall submit data regarding its side of the contract (“trade data”) to a Fully-
Interfaced Clearing Agency for comparison or settlement, but each party shall be free to select the Fully-
Inter-faced Clearing Agency of its choice for such purpose. Where the parties to a contract do not choose
Fully-Interfaced Clearing Agencies for the comparison of such contract, they shall both submit trade data
to the same Qualified Clearing Agency for comparison pursuant to the rules of such Clearing Agency and
where such parties do not choose Fully-Interfaced Clearing Agencies for the settlement of such contract, they
shall both submit the same transaction to the same Qualified Clearing Agency for settlement pursuant to the
rules of such Clearing Agency; provided, however, that this paragraph (a) shall not apply if (i) it is otherwise
stipulated in the bid or offer, (ii) it is otherwise mutually agreed upon by both parties to the contract, or (iii)
the Fully-Interfaced or Qualified Clearing Agency selected by either party to the contract refuses to act in the
matter.
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(b) Transactions which are not submitted to a Qualified Clearing Agency for comparison pursuant to the rules
of such Clearing Agency shall be compared in accordance with the Rules of the Exchange and transactions
which are not submitted to a Qualified Clearing Agency for settlement pursuant to the rules of such Clearing
Agency shall be settled in accordance with the Rules of the Exchange.

…Supplementary Material:

.10 Definitions

Definition of a Qualified Clearing Agency - The term “Qualified Clearing Agency” shall mean a clearing
agency (as defined in the Securities Exchange Act of 1934) which (i) has been granted registration by
the Securities and Exchange Commission under said Act,(ii) maintains facilities through which Exchange
Contracts may be compared or settled, and (iii) has agreed to supply the Exchange with the trade data
specified in paragraph .30 below and with such other data reasonably requested in order to permit the
Exchange to enforce compliance by its members and member organizations with the provisions of the
Securities Exchange Act of 1934, the rules and regulations thereunder, and the Rules of the Exchange.

.20 Definition of Fully-Interfaced Clearing Agency - The term “Fully-Interfaced Clearing Agency” shall mean
a Qualified Clearing Agency which, in conjunction with the Qualified Clearing Agency selected by the
contraparty to the contract: (i) in the case of a submission for caparison, has established systems for effecting
comparison of a securities contract which permits each party to the contract to submit its trade data to the
Qualified Clearing Agency selected by it and (ii) in the case of a submission for settlement, has established
systems for the settlement of securities contracts in a manner which does not require each party to a contract
to be a participant in the same Qualified Clearing Agency.

.30 Regardless of whether or not a Fully-Interfaced or Qualified Clearing Agency is being used for the
comparison and/or settlement of a round-lot regular way contract for the purchase or sale of a security
entered into on the Exchange, each clearing member organization that is a party to such contract shall
submit to a Fully-Interfaced or Qualified clearing Agency, as defined above, in such form and within such time
periods as may be prescribed by the Clearing Agency, or the Exchange, as appropriate, each of the following
trade data elements:

(1) Name or identifying symbol of the security, as may, be required by the clearing agency;

(2) Number of shares or quantity of security;

(3) Transaction price;

(4) Time the trade was executed;

(5) Executing broker badge number, or alpha symbol as may be used from time to time, in regard to its side of
the contract;

(6) Executing broker badge number, or alpha symbol as may be used from time to time, of the contra side to
the contract;

(7) Clearing firm number, or alpha symbol as may be used from time to time, in regard to its side of the
contract;

(8) Clearing firm number, or alpha symbol as may be used from time to time, in regard to the contra side of
the contract;

(9) Whether the account for which the order was executed was that of a member or member organization or
of a non-member or non-member organization

(10) Such other information as the Exchange may from time to time require.

Each clearing member organization that is a party to a round lot non-regular way contract for the purchase
or sale of a security entered into on the Exchange shall submit each of the trade data elements referred to
above to the Exchange, in such form and within such time periods as the Exchange may prescribe.
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Is shall be the obligation of each member effecting a transaction on the Floor, whether acting as agent for
another member or otherwise, to supply items (1) through (8) of the above-specified trade data to the clearing
member organization for his side of the transaction for submission by such clearing member organization.
The clearing member organization shall, as provided in paragraph .30 above, submit such data to a Fully-
Interfaced or Qualified Clearing Agency, or to the Exchange as prescribed above. It shall also be the duty
of each member to promptly upon effecting the transaction, notify the reporter in the Crowd, or such other
individual as the Exchange may deem appropriate, of his broker badge number, or alpha symbol as may be
used from time to time, and any other information in regard to the contract as the Exchange may determine
from time to time.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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August 3, 1987

  

Member Firm Regulation

 TO: Members and Member Organizations

ATTENTION: Chief Executive, Legal and Compliance Officers/Partners

SUBJECT: Filing of Revised Form BD to Notify the SEC of Activities as Government Securities Broker or
Dealer

The SEC advises that some member organizations may not have filed the required notice of their activities in
government securities.

Under the rules implementing the Government Securities Act of 1986, registered broker-dealers who act
as government securities brokers or dealers must file written notice with the Securities and Exchange
Commission by amending its Form BD. The SEC has revised the Form BD for this purpose by adding new
Item 13. Under Item 13, a member organization would report whether it is acting or intending to act as a

government securities broker or dealer in addition to other broker-dealer activities. 1   The required filing date
was July 27, 1987.

Accordingly, we wish to remind you to take appropriate steps to amend the Form BD and notify the SEC
as soon as possible. Questions concerning this memo should be directed to Marie Dugue-Johnson (212)
656-6934 or Martin Hobby (212) 656-6944.

Raymond J. Hennessy

Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Please refer to SEC Release No. 34-24372; File No. S7-4-87, Federal Register / Vol. 52, No. 87.
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July 21, 1987

  

Member Firm Regulation

 TO: Members and Member Organizations

ATTENTION: Chief Executive, Financial and Operations officers/Partners

SUBJECT: Adoption of Amendments to SEC Rules 15c3-1, 17a-3 and 17a-13 Relative to Repurchase and
Reverse Repurchase Agreements

The Securities and Exchange Commission has adopted amendments to Rule 15c3-1 (Net Capital
Requirements for Brokers and Dealers), 17a-3 (Records) and 17a-13 (Quarterly Security Counts) under
the Securities and Exchange Act of 1934 relative to the treatment of repurchase and reverse repurchase
agreements entered into by registered broker-dealers. (A copy of Release No. 34-24553, dated June 4, 1987,
is attached for your convenience.) The effective date is ninety days from publication in the Federal Register
(June 11, 1987), except for amendments to 17a-3 and 17a-13 which will be effective on July 25, 1987.

The aforementioned rule changes were proposed in Release No. 34-23602, dated September 4, 1986, which

was attached to and detailed in Information Memo No. 86-35. 1 

The amendments are as follows:

(1) SEC Rule 15c3-1 (Deficits and Intercompany Accounts)

(A) Reverse repurchase agreement deficits 2   would be deducted in the calculation of Net Capital regardless
of maturity.

(B) In addition to regular haircuts on proprietary positions, there would be a deduction in the calculation of
Net Capital in the case of repurchase agreements, equal to the greater of (i) the excess of the repurchase

agreement deficit 3   over 5% of the contract price 4   in the case of U.S. Treasury securities plus the deficit on

all agreements with the same contra party 5   exceeding 25% of tentative net capital 6   or (ii) the net deficit on
aggregate repurchase agreements with all parties exceeding 300% of tentative net capital.

For purposes of this rule, the repo deficit can be reduced by margin calls outstanding one business day or
less. In computing the deductions, the broker-dealer is allowed to net repurchase and reverse repurchase
agreements with the same party. For securities other than U.S. Treasury securities noted in (1)(B)(i) above,
the factor has been increased to 10% for mortgage-backed securities and to 20% for other securities.

(C) For reverse repurchase agreements, the Net Capital Requirement would be increased if the margin
received from a single party exceeds 105% of the funds paid using U.S. Treasury securities, 110% using
mortgage-backed securities and 120% using other securities. The additional requirement would be 10% of

the market value exceeding the above applicable percentage of funds paid. 7 

Reverse repurchase agreement deficits and repurchase agreement deficits where the counterparty is the
Federal Reserve Bank of New York shall be disregarded.

(D) Intercompany transactions, including receivables and excess margin securities with affiliates, where the
registered broker-dealer is potentially exposed to loss are deductions from net worth in arriving at net capital
unless the books and records of the affiliate are available for examination for purposes of demonstrating
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the validity of the receivable or payable. However, if the examiner believes that the capital of the registered
broker-dealer is not at risk as a result of the transactions, no examination would be necessary. For example,
under most circumstances, examiners should not find it necessary to question transactions with affiliated
publicly held companies that are subject to the independent annual audit requirements under the Securities
Exchange Act Rules.

The provisions of this subsection shall not apply where the affiliate is a registered broker or dealer, registered
government securities broker or dealer or bank as defined in section 3(a)(6) of the Act or insurance company
as defined in section 3(a)(19) of the Act or investment company registered under the Investment Company
Act of 1940 or federally insured savings and loan association or futures commission merchant registered
pursuant to the Commodity Exchange Act.

(2) SEC Rule 17a-3 (Records)

(A) Broker-dealers are required to maintain a separate ledger (referred to as a “Repo Book”).

(B) Securities subject to repurchase and reverse repurchase agreements have to be recorded on the
securities record.

(C) Copies of confirmations for all repurchase and reverse repurchase transactions, including confirmations of
changes or substitutions, have to be maintained.

(3) SEC Rule 17a-13 (Verification)

Securities subject to repurchase and reverse repurchase agreements have to be counted or accounted for

and confirmed the same way as for other securities. 8 

Questions regarding these amendments should be directed to Mr. Peter S. Denaro (212) 656-2849 or Mr.
Maurice Minen at (212) 656-4815.

Raymond J. Hennessy

Vice-President

Attachment

SECURITIES AND EXCHANGE COMMISSION

17 CFR Part 240

[Release No. 34-24553; File No. S7-21-86]

Financial Responsibility Rules

AGENCY: Securities and Exchange Commission.

ACTION: Final rule amendments.

SUMMARY: The Securities and Exchange Commission (“Commission”) is amending its net capital
recordkeeping and quarterly securities count rules under the Securities Exchange Act of 1934 (“Act”) in
connection with the treatment of repurchase and reverse repurchase agreements entered into by registered
broker-dealers. The recordkeeping rule is amended to specifically require broker-dealers to maintain certain
books and records with respect to their repurchase and reverse repurchase transactions, including securities
records and copies of all confirmations. The quarterly securities count rule is amended to clarify that broker-
dealers are required to account for securities that are the subjects of repurchase and reverse repurchase
agreements, as they do for other securities for which they are responsible. The net capital rule is amended
to establish deductions from net worth in arriving at net capital for repurchase and reverse repurchase
agreements under certain risk circumstances. The rule is further amended to require additional capital
when the broker-dealer has attained a high degree of leverage as a result of those agreements. The rule as
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amended will also require deductions regarding transactions with affiliates when the affiliate's records are not
made available for examination.

EFFECTIVE DATE: Ninety days from publication in the Federal Register, except for amendments to
240.17a-3 and 240.17a-13 which will be effective on July 25, 1987.

FOR FURTHER INFORMATION CONTACT: Michael A. Macchiaroli, (202) 272-2904, Julio A. Mojica,
(202) 272-2372, or Michael P. Jamroz. (202) 272-2398, Division of Market Regulation, 450 5th Street, NW.,
Washington, DC 20,549.

SUPPLEMENTARY INFORMATION:

I. Introduction

In September of 1986, the Commission proposed amendments to its financial responsibility rules relating

to repurchase and reverse repurchase agreements (“repos” and “reverse repos”). 1   Those proposed
amendments were the result of the failures of several government securities dealers which caused substantial

harm to public investors and broker-dealers through fraudulent practices or inadequate accountability. 2 

In response to those failures, the Congress has enacted the Government Securities Act (“GSA”) which,
among other things, granted the Department of Treasury (“Treasury”) authority to adopt financial
responsibility rules for all brokers and dealers in government securities, including those currently registered

with the Commission. 3   Subsequently, the Treasury has proposed rules that, to a large extent, incorporate

existing Commission financial responsibility regulations. 4   With some modification, the Treasury's proposed
rules would require all government securities brokers and dealers to comply with Securities Exchange Act
Rules 17a-3, 17a-4, 17a-5, 17a-7, 17a-8 17a-11, 17a-13 and 15c3-3. The modifications to the Treasury's

proposed version of Commission Rules 17a-3 and 17a-13 5   include those amendments proposed by the
Commission in September.

The Treasury also proposed to apply Rule 15c3-3 to all government securities dealers, with certain

modifications. The proposed modifications to Rule 15c3-3 6   relate to hold in custody repos 7   and would
alter the requirements proposed by the Commission in September. In its release, the Commission proposed
to require broker-dealers that enter into hold in custody repurchase agreements to: (i) Disclose the rights
and liabilities of the parties, including the fact that the Securities Investor Protection Corporation (“SIPC”) has
taken the position that coverage under the Securities Investor Protection Act of 1970 may not be available; (ii)
confirm the securities that are subject to such agreement and (iii) maintain possession and control of those
securities with certain exceptions. The Commission's proposed amendments would not require possession
and control during the trading day for securities subject to hold in custody repurchase agreements of over $1
million. That exemption was provided to facilitate the settlement of government securities transactions during
the trading day.

The comments regarding the proposed amendments to Rule 153-3 were favorable in most instances except
with respect to the requirement to disclose the rights and liabilities of the parties to repurchase agreements.
The Commission has determined, however, to repropose the amendments to Rule 15c3-3 in a manner that
will substantially conform Rule 15c3-3 to the Treasury's rule. The Commission's proposal is the subject of a
separate release.

Although not every comment is discussed in this release, the comments received with respect to Release
No. 34-23602 have been reviewed extensively by the Commission and incorporated, as appropriate, in
the amendments that the Commission is adopting today. In addition, a summary of comments has been
prepared and placed in Public File No. S7-21-86. The comments received by the Commission regarding the
proposed amendments to Rules 17a-3 and 17a-13 were generally favorable. With respect to Rule 15c3-1, the
comments suggested that:

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

381

http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE17a-3/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE17a-4/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE17a-5/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE17a-7/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE17a-8/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE17a-11/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE17a-13/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE15c3-3/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE17a-3/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE17a-13/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE15c3-3/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE15c3-3/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE15c3-3/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE15c3-3/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE17a-3/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE17a-13/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE15c3-1/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


(i) The increased capital requirement for excess margin would inhibit the broker-dealer's ability to control
credit risk;

(ii) The deduction for reverse repos should not be 100% of the deficit and should allow for margin calls; and

(iii) The examination of the affiliate should be limited to verification of which entity has possession and control
over the collateral. The amendments to Rules 17a-3, 17a-13 and Rule 15c3-1 and the comments received
with respect to those rules are discussed in greater detail below.

II. Accountability for Money and Securities

1. Rule 17a-3

Rule 17a-3 prescribes the books and records that a broker-dealer is required to maintain. The proposed
amendments will specifically require a broker-dealer to: (i) Maintain a separate ledger reflecting the assets
and liabilities resulting from repo and reverse repo transactions (commonly referred to as the “Repo Book”);
(ii) record securities subject to repos and reverse repos on the securities record; and (iii) maintain copies of
confirmations that it sends out with regard to repurchase transactions. The commentators generally supported
the amendments to Rule 17a-3 and the Commission has determined to adopt the proposed amendments to
ensure accountability for the funds and securities involved in repo transactions.

2. Rule 17a-13

Rule 17a-13 requires that a broker-dealer physically count, verify and account for securities held in his
physical possession or otherwise within his control or direction. Currently, the Rule does not contain a specific
reference to securities that are the subjects of repurchase and reverse repurchase agreements. The purpose
of the amendment is to make it clear that a broker-dealer is held accountable for repo securities as it is
other securities subject to its possession or control. The commentators generally expressed support for the

amendment and the Commission is adopting it in the form proposed. 8 

III. Leverage and Risk Control

1. Introduction

Securities Exchange Act Rule 15c3-1 requires that a broker-dealer's net capital must exceed the greater of

$25,000 or 6 2/3 percent of its aggregate indebtedness 9   if the broker-dealer does not elect the alterative
method. If it elects the alterative method under paragraph (f), the broker-dealer's net capital must exceed the
greater of $100,000 or 2 percent of its aggregate debit items as computed in accordance with the Securities
Exchange Act Rule 15c3-3a Formula for Determination of Reserve Requirement for Brokers and Dealers
(“Reserve Formula”). Net capital, defined in paragraph (c)(2) of Rule 15c3-1, is computed by deducting from
net worth, among other things, illiquid assets, unsecured receivables, and certain percentage deductions of
the market value of securities and commodities positions of the firm. Those percentages generally take into
account market risk, liquidity and volatility of the broker-dealer's holdings.

2. Reverse Repurchase Agreements Deficits

When the uniform net capital rule was adopted in 1975, the Commission required broker-dealers to deduct
from net worth in arriving at net capital the amount by which the contract price of a reverse repo exceeded

the value of the securities received under the agreement (“reverse repo deficit”). 10   The Commission's rule
reflected that if a broker-dealer does not receive securities or other property of sufficient worth to cover the
counterparty's obligation under a reverse repurchase agreement, the broker-dealer is exposed to risk for the
amount of the deficiency.
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In 1982, the Commission adopted the current treatment of reverse repo deficits 11   Instead of deducting
the entire deficit, the Commission amended the rule such that only a percentage of the deficit, depending
on the term of the agreement, would be required to be deducted. Those amendments were in response to
the concerns of broker-dealers regarding the application of the rule to the practices of the time. The rule
recognized that many repurchase agreements were term, as opposed to overnight agreements, and reverse
repo deficits were likely to occur as time passed.

Some commentators suggested that the reverse repo deficit deduction should be similar to the proposed

charges for repo deficits. 12   Under the proposal, the broker-dealer would not deduct the entire repo deficit as
it would a reverse repo deficit. The proposal would only require a deduction when the repo deficit exceeded
certain specified constraints. The Commission designed the repo deficit deductions in this manner to
recognize that broker-dealers normally provide excess securities under a repo as a “cushion” or margin.
Conversely, the Commission understands that when broker-dealers engage in reverse repos, they normally
receive excess securities. Therefore, the deduction for reverse repo deficits not only more accurately
reflects risk, but also the current industry practice. Accordingly, the Commission has adopted the proposed
amendment.

3. Repurchase Agreement Deficits

For repo deficits, the propped amendments required broker-dealers to deduct the largest amount computed
under three separate tests. Under the first test, the broker-dealer deducts the amount by which the value of
U.S. Treasury securities subject to repurchase agreements with a counterparty exceeds 105 percent of the
funds received by the broker-dealer under those agreements. This charge takes into account the risk that
the broker-dealer is exposed to when it delivers securities under a repurchase agreement that are valued in
excess of the amount the broker-dealer receives from the counterparty.

Under the second test, the broker-dealer deducts the excess of the difference between the market value
of securities subject to repurchase agreements with a counterparty and the funds received (if less than the
market value of the securities) over 25 percent of the broker-dealer's tentative net capital. The second charge
takes into account the exposure to risk incurred by the broker-dealer in delivering a concentration of excess
securities under repurchase agreements to one counterparty.

Under the third test, the broker-dealer compares the aggregate market value of securities subject to
repurchase agreements to the total amount of funds it has received under such agreements. If the aggregate
market value of the securities exceeds the funds received by an amount greater than 300 percent of the
broker-dealer's tentative net capital, the broker-dealer is required to deduct the amount equal to the excess
over 300 percent of the broker-dealer's tentative net capital. The third computation compares the aggregate
repurchase agreement exposure with all counterparties to the broker-dealer's tentative net capital.

The Commission continues to believe that the three alternative tests accurately measure the risks entailed
in repurchase transactions. Accordingly, the Commission has adopted the proposed amendments with two
modifications. As in the case of reverse repo deficits, the commentators requested that margin calls be taken
into account. In recognition of the industry practice of requesting margin when exposure exceeds certain
limits, the Commission has modified the amendments to reduce the repo deficit for purposes of the rule by
margin calls outstanding one business day or less. In computing the deductions, the broker-dealer is allowed

to net repurchase and reverse repurchase agreements into with the same party. 13 

The commentators also pointed out that the 105% parameter under the first test should be increased where
the securities subject to the repo are not United States Treasury securities. These commentators noted that
it was common industry practice to require Government Agency Securities valued in excess of 105 percent
of the funds received in the repo. For this reason, the factor has been increased to 110 percent for mortgage-
backed securities and to 120 percent for other securities.

4. Excess Margin on Reverse Repos
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While most broker-dealers properly protect themselves against credit risk related to reverse repos by
receiving securities that are valued in excess of the funds they have extended under the agreement, some
broker-dealers create leverage by obtaining the use of funds through matched repurchase agreements.
Those broker-dealers enter into reverse repurchase agreements, receive securities that are valued
substantially in excess of the amount advanced, then sell the securities pursuant to repurchase agreements
for an amount of cash greater than the amount advanced under the reverse repurchase agreements. The net
funds obtained are then used in the business of the broker-dealer.

Under the amendments, the broker-dealer is required to increase its required net capital by ten percent
of the excess market value of U.S. Treasury securities subject to reverse repos agreements with one
counterparty over 105 percent of the funds paid pursuant to such agreements. Commentators reported that
this amendment would inhibit the credit function of the broker-dealer because it would require capital when
the broker-dealer is protecting itself against credit risk.

The Commission does not wish to interfere in the normal credit policies of a broker-dealer. The Commission,
however, believes that the leverage obtainable in repurchase transactions is of such magnitude that some
restraint is necessary. Restraint in the use of “customer” property usually occurs through Rule 15c3-3,
which prevents use of customer funds and securities to finance the broker-dealer's inventory. If Rule 15c3-3
were applicable to repurchase transactions, there would be no need for this amendment. However, the
Commission, relying to some degree on the determination of the Securities Investor Protection Corporation

that for purposes of the Securities Investor Protection Act 14   repo participants are not customers, has not
taken the position that repo participants are “customers” for purposes of Rule 15c3-3. Such a determination
would in effect result in a 100 percent capital charge as to the excess margin because the broker-dealer
would likely fund the additional Reserve Account deposit with its own capital

In sum, the Commission believes that the use of excess repo margin does raise concerns. Indeed, the
misappropriation of excess margin accounted for a large percentage of total losses in both the E.S.M.
and Bevill, Bresler failures. Accordingly, the Commission believes that because the broker-dealer has
obtained leverage through the use of third party funds, an additional capital requirement is appropriate.
Therefore, the Commission adopts the proposed amendments, but with one modification as suggested by

the commentators. 15   The 105% parameter will apply only to reverse repos using U.S. Treasury securities.
As in the repo deficit area, the appropriate parameter for mortgage-backed securities will be 110%. The
parameter for securities other than U.S. Treasury and mortgaged-backed securities will be 120 percent. With
this modification, the Commission believes that the amendment provide assurance that firms will be able to
meet customer obligations without unduly revising current industry practices.

5. Transactions with Affiliates

The amendments announced today also include a deduction from net worth in arriving at net capital for
intercompany transactions with affiliates where the registered broker-dealer is potentially exposed to loss
unless the books and records of the affiliate are available for examination. The amendment covers all
intercompany receivables (not otherwise deducted) and liabilities to affiliates where collateral given to the
affiliate exceeds the amount of the liability. The comment letters stated that the scope of the examination
of the affiliate should be limited to verification of the location and control of the collateral. The Commission
believes, however, that it is difficult, if not impossible, to determine which entity has control over collateral
without the ability to conduct a broad examination. the Commission has clarified the language of the
amendment, however, to indicate that the purpose of the examination is to demonstrate the validity of the
receivable or payable.

The Commission emphasizes that a broad review of the books and records of the affiliate will be necessary
in some cases because the assets pledged as collateral by the affiliate in the intercompany loan may be
fungible, for example securities or commodities positions. If the assets are fungible, and examiner will need to
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determine, by review of the firm's use of all the assets of that group, if the assets pledged by the affiliate are
being used for another purpose.

The Commission's concerns extend beyond the question of control over collateral. In past examinations
and investigations, the Commission has notes that some registered affiliates to embezzle customer funds
or conduct fraudulent transactions. Those transactions have, in some cases, been initiated in the registered
broker-dealer and transferred, via an intercompany account, to an unregistered affiliate upon regulatory
investigation.

The Commission does, however, adopt this amendment with the understanding that examiners will use
discretion in applying the rule. The Commission expects any examination to be limited to demonstrating the
validity of the receivable or payable. Moreover, no examination would be necessary if the examiner believes
that the capital of the registered broker-dealer is not at risk as a result of the transactions. For example, under
most circumstances examiners should not find it necessary to question transactions will affiliated publicity
under the Securities Exchange Act Rules.

Some commentators have suggested that futures commission merchants be exempt from this provision.
The amendments announced today include that modification. The Commission has also decided to exempt
registered government securities brokers or dealers from the provision.

IV. Summary of Final Regulatory Flexibility Analysis

The Commission has prepared a final Regulatory Flexibility Analysis in accordance with 5 U.S.C. 604
regarding the amendments to Rules 17a-3, 17a-13 and 15c3-1. The Analysis notes that the objective of
the amendments is to further the purposes of the various financial responsibility rules which are to provide
safeguards with respect to the financial responsibility and related practices of brokers and dealers and to
require broker-dealers to maintain such records as necessary or appropriate in the public interest or for
the protection of investors. The analysis states that the amendments would subject shall broker-dealers to
additional record-keeping, disclosure, capital and accountability requirements. The Analysis states that the
Commission did not receive any comments concerning the Initial Regulatory Flexibility Analysis. A copy of
the Final Regulatory Flexibility Analysis may be obtained by contacting Michael P. Jamroz, Division of Market
Regulation, Securities and Exchange Commission, Washington, DC 20549 (202) 272-2398.

V. Statutory Authority

Pursuant to the Securities Exchange Act of 1934 and particularity sections 15(c)(3), 17 and 23 thereof, 15
U.S.C. 78o(c)(3), 78q, and 78w, the Commission is adopting amendments to §§240.15c3-1, 240.17a-3, and
240.17a-13 of Title 17 of the Code of Federal Regulations in the manner set forth below.

List of Subjects in 17 CFR Part 240

Brokers, Reporting and recordkeeping requirements, Securities.

VI. Text of Amendments

In accordance with the foregoing, 17 CFR Part 240 is amended as follows:

PART 240 - GENERAL RULES AND REGULATIONS SECURITIES EXCHANGE ACT OF 1934

1. The authority citation for Part 240 continues to read in part as follows:

Authority: Sec. 23, 48 Stat. 901, as amended; 15 U.S.C. 78w * * * * 240.15c3-1, 240.17a4 and 240.17a-13
are also issued under Secs, 15(c)(3) and 17(a), 15 U.S.C. 78o(c)(3) and 78q(a).

2. By revising paragraphs (c)(2)(iv)(F)(1), (c)(2)(iv)(F)(2) and (c)(2)(iv)(F)(3) and by adding paragraphs (a)(9)
and (c)(2)(iv)(H) of 240.15c3-1 as follows:
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§240.15c3-1 Net capital requirements for brokers and dealers.

(a) * * * *

(9) Certain Additional Capital Requirements for Brokers or Dealers Engaging in Reverse Repurchase
Agreements. Notwithstanding the provisions of paragraphs (a)(1)-(8) of this section, a broker or dealer shall
maintain net capital in addition to the amounts required under paragraphs (a) or (f) of this section in an
amount equal to 10 percent of:

(i) The excess of the market value of United States Treasury Bills, Bonds and Notes subject to reverse
repurchase agreements with any one party over 105 percent of the contract prices (including accrued
interest) for reverse repurchase agreements with that person; and

(ii) The excess of the market value of securities issued or guaranteed as to principal or interest by an agency
of the United States or mortgage related securities as defined in section 3(a)(41) of the Act subject to reverse
repurchase agreements with any one party over 110 percent of the contract prices (including accrued
interest) for reverse repurchase agreements with that person; and

(iii) The excess of the market value of other securities subject to reverse repurchase agreements with
any one party over 120 percent of the contract prices (including accrued interest) for reverse repurchase
agreements with that person.

* * * * *

(c) * * * *

(2) * * * *

(iv) * * * *

(F)

(1) For purposes of this paragraph:

(i) The term “reverse repurchase agreement deficit” shall mean the difference between the contract price for
resale of the securities under a reverse repurchase agreement and the market value of those securities (if
less than the contract price).

(ii) The term “repurchase agreement deficit” shall mean the difference between the market value of securities
subject to the repurchase agreement and the contract price for repurchase of the securities (if less than the
market value of the securities).

(iii) As used in paragraph (c)(2)(iv)(F)(1) of this section, the term “contract price” shall include accrued
interest.

(iv) Reverse repurchase agreement deficits and the repurchase agreement deficits where the counterparty is
the Federal Reserve Bank of New York shall be disregarded.

(2)

(i) In the case of a reverse repurchase agreement, the deduction shall be equal to the reverse repurchase
agreement deficit.

(ii) In determining the required deductions under paragraph (c)(2)(iv)(F)(2)(1) of this section, the broker or
dealer may reduce the reverse repurchase agreement deficit by:

(A) Any margin or other deposits held by the broker or dealer on account of the reverse repurchase
agreement;

(B) Any excess market value of the securities over the contract price for resale of those securities under any
other reverse repurchase agreement with the same party;
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(C) The difference between the contract price for regale and the market value of securities subject to
repurchase agreements with the same party (if the market value of those securities is less than the contract
price); and

(D) Calls for margin, marks to the market, or other required deposits which are outstanding one business day
or less.

(3)

(i) In the case of repurchase agreements, the deduction shall be:

(A) The excess of the repurchase agreement deficit over 5 percent of the contract price for resale of United
States Treasury Bills, Notes and Bonds, 10 percent of the contract price for the resale of securities issued
or guaranteed as to principal or interest by an agency of the United States or mortgage related securities as
defined in section 3(a)(41) of the Act and 20 percent of the contract price for the resale of other securities
and:

(B) The excess of the aggregate repurchase agreement deficits with any one party over 25 percent of the
broker or dealer's net capital before the application of paragraphs (c)(2)(vi) or (0(3) of this section (less any
deduction taken under paragraph (c)(2)(iv)(F)(3)(1)(A) of this section or, if greater.

(C) The excess of the aggregate repurchase agreement deficits over 300 percent of the broker or dealer's net
capital before the application of paragraphs (c)(2)(vi) or (D(3) of this section.

(ii) In determining the required deduction under paragraph (c)(2)(iv)(F)(3)(i) of this section, the broker or
dealer may reduce a repurchase agreement deficit by:

(A) Any margin or other deposits held by the broker or dealer on account of a reverse repurchase agreement
with the same party to the extent not otherwise used to reduce a reverse repurchase deficit;

(B) The difference between the contract price and the market value of securities subject to other repurchase
agreements with the same party (if the market value of those securities is less than the contract price) not
otherwise used to reduce a reverse repurchase agreement deficit; and

(C) Calls for margin, marks to the market, or other required deposits which are outstanding one business day
or less to the extent not otherwise used to reduce a reverse repurchase agreement deficit.

* * * * *

(H) Any receivable from an affiliate of the broker or dealer (not otherwise deducted from net worth) and
the market value of any collateral given to an affiliate (not otherwise deducted from net worth) to secure a
liability over the amount of the liability of the broker or dealer unless the books and records of the affiliate are
made available for examination when requested by the representatives of the Commission or the Examining
Authority for the broker or dealer in order to demonstrate the validity of the receivable or payable. The
provisions of this subsection shall not apply where the affiliate is a registered broker or dealer, registered
government securities broker or dealer or bank as defined in section 3(a)(6) of the Act or insurance company
as defined in section 3(a)(19) of the Act or investment company registered under the Investment Company
Act of 1940 or federally insured savings and loan association or futures commission merchant registered
pursuant to the Commodity Exchange Act.

* * * * *

3. By revising paragraphs (a)(4)(v), (a)(4)(vi), (a)(5) and (a)(8), and adding paragraph (a)(4)(vii) to 240.17a-3.

§240.17a-3 Records to be made by certain exchange members, brokers and dealers.

(a) * * * *

(4) * * * *

(v) Securities failed to receive and failed to deliver
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(vi) All long and all short securities record differences arising from the examination, count, verification and
comparison pursuant to Rule 17a-13 and Rule 17a-5 hereunder (by date of examination, count, verification
and comparison showing for each security the number of long or short count differences);

(vii) Repurchase and reverse repurchase agreements;

(5) A securities record or ledger reflecting separately for each security as of the clearance dates all “long”
or “short” positions (including securities in safekeeping and securities that are the subjects of repurchase or
reverse repurchase agreements) carried by such member, broker or dealer for his account of for the account
of his customers or partners or others and showing the location of all securities long and the offsetting
position to all securities short, including long security count differences and short security count differences
classified by the date of the physical count and verification in which they were discovered, and in all cases the
name or designation of the account in which each position is carried.

* * * * *

(8) Copies of confirmations of all purchases and sales of securities, including all repurchase and reverse
repurchase agreements, and copies of notices of all other debits and credits for securities. cash and other
items for the account of customers and partners of such member, broker or dealer.

* * * * *

4. By revising paragraph (b)(1), (b)(2) and (b)(3) of 240.17a-13 as follows:

§240.17a-13 Quarterly security counts to be made by certain exchange members, brokers and dealers.

* * * * *

(b) * * * *

(1) Physically examine and count all securities held including securities that are the subjects of repurchase or
reverse repurchase agreements;

(2) Account for all securities in transfer, in transit, pledged. loaned, borrowed, deposited, failed to receive,
failed to deliver, subject to repurchase or reverse repurchase agreements or otherwise subject to his control
or direction but not in his physical possession by examination and comparison of the support detail records
with the appropriate ledger control accounts;

(3) Verify all securities in transfer, in transit, pledge, loaned, borrowed, deposited, failed to receive, faded
to deliver, subject to repurchase or reverse repurchase agreements or otherwise subject to his control or
direction but not in his physical possession, where such securities have been in said status for longer than
thirty days;

* * * * *

By the Commission.

June 4, 1987.

Shirley E. Hollis,

Assistant Secretory.

[FR Doc. 87-13390 Filed 6-10-87; 8:45 am]
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Footnotes

1  Relative to the proposed changes to SEC Rule 15c3-3 (Customer Protection - Reserves and Custody of
Securities), the SEC has reproposed amendments to the rule based on the temporary rules established
by the Department of the Treasury with certain exceptions concerning "hold in custody" repos.

2  The term "reverse repurchase agreement deficits" shall mean the excess of the contract price for resale
of the securities under a reverse repurchase agreement over the market value of those securities.

3  The term "repurchase agreement deficit" shall mean the excess of the market value of securities subject
to the repurchase agreement over the contract price for repurchase of the securities.

4  The term "contract price" shall include accrued interest.
5  The deficit calculated under the 5% test need not be deducted a second time under the 25% test.
6  Tentative Net Capital is Net Capital plus haircuts on securities positions.
7  The Commission is willing to entertain no-action requests from those broker-dealers that can show that

specific securities received under a reverse repurchase agreement were not used to obtain funds.
8  For substituted securities subject to repurchase agreement not in the physical possession of the broker-

dealer, the thirty-day period for required verification of such securities starts again on the date of
substitution.

1  See Securities Exchange Act Release No. 23602 (September 4, 1986) 51 FR 32658 (September 15,
1986). A repurchase agreement involving a security is the sale of that security at a specified price with
a simultaneous agreement to repurchase the security at a specified price on a specified future date. A
reverse repurchase agreement involving a security is the purchase of that security at a specified price
with a simultaneous agreement to resell the security at a specified price on a specified future date.

2  See The Regulation of the Government Securities Market. Report by the Securities and Exchange
Commission to the Subcommittee on Telecommunications. Consumer Protection and Finance of the
Committee on Energy and Commerce of the U.S. House of Representatives (June 20, 1985).

3  See section 15C(b) of the Securities Exchange Act as amended by the GSA.
4  See 52 FR 5660 (February 25, 1987).
5  See 17 CFR 240.17a-3 17 CFR 240.17a-13.
6  See 17 CFR 240.15c3-3.
7  A hold in custody repurchase agreement is a repurchase agreement where the broker-dealer retains

custody of the counterparty's securities.
8  One commentator asked if substitution of securities subject to a repurchase agreement would cause

the thirty day period under the rule to start again. Paragraph (b)(3) to Rule 17a-13 requires verification
of securities "* * * * subject to his control or direction but not is his physical possession, where such
securities have been in said status for longer than thirty days." The commission takes the position that
the substitution of securities subject to a repurchase agreement changes the status of those securities
for purpose of Rule 17a-13. Consequently, any substitution would cause the thirty day period to start
again.

9  The term aggregate indebtness is defined in paragraph Rule 15c3-1(c)(1).
10  See Securities Exchange Act Release No. 11497 (June 28, 1975), 40 FR 29729 (July 16, 1975).
11  See Securities Exchange Act Release No. 18737 (Mar. 13, 1982), 47 FR 21759 (May 20, 1982).

Subparagraph (c)(2)(iv)(F) of Rule 15c3-1 prescribes a schedule of deductions ranging from zero to
100 percent for deficits resulting from reverse repurchase agreements (i.e., the difference between the
contract price and the market value of the security). The amount of the charge depends on the maturity
of the repo agreement.
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12  A repurchase agreement deficit occurs when the market value of securities subject to a repurchase
agreement exceeds the contract price of the repurchase agreement.

13  The Commission recognizes that when a broker-dealer enters into repurchase agreements using
proprietary securities, the firm may incur a deduction because of a repo deficit and a deduction, or
haircut, related to the securities. The Commission also understands that it is difficult for broker-dealers
that engage in a significant amount of repurchase transactions to identify the specific securities that
were used in a particular repurchase agreement. For those broker-dealers that believe they have
a program which can specifically identify those proprietary securities which are used in a particular
repurchase agreement, the Commission will entertain requests for no-action positions that would allow
any repurchase agreement deficit deduction to be reduced by the haircut already incurred with respect to
the repurchase agreement securities.

14  The status of repo participants for SIPA purpose has become more uncertain, however, as the Unites
States District Court for the District of New Jersey has decided that repo participants are customers
for purposes of the Securities investor Protection Act of 1970 ("SIPA"). The United States District
Court for the District of New Jersey decided in Cohen v. Army Moral Support Fund (in re Bevill, Bresler
and Schulman), Adv. Proc. No. 85-2103 (slip op.) (D.N.J. Oct. 23, 1966 that repo transactions were
purchases and sales rather than secured loans. The practical effect of this decision was to extend
coverage under the Securities Investor Protection Act to repo participants within that jurisdiction.

15  The Commission understands that it is difficult for broker-dealers that engage in significant repurchase
agreement activity to identify whether specific securities obtained under a reverse repurchase agreement
were used by the firm to obtain the use of funds. The Commission is willing to entertain no-action
requests from those broker-dealers that can show that specific securities received under a reverse
repurchase agreement were not used to obtain funds.
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July 17, 1987

  

Member Firm Regulation

PLEASE ROUTE TO FINANCIAL, OPERATIONS, TRADING, CREDIT AND COMPLIANCE PARTNER/OFFICER

 TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: APPLICATION OF REGULATION T TO TRADES OF BROKER-DEALERS

On August 25, 1986, the Exchange issued Information Memo 86-30 which addressed the proper margin
treatment for security transactions effected by one broker-dealer for the account of another broker-dealer. As
a result of several recent inquiries, the Exchange wishes to reiterate the Regulation T requirements applicable
when one broker-dealer clears and/or carries transactions for another broker-dealer.

When a broker-dealer's proprietary transactions are cleared and/or carried by another broker-dealer the
clearing and/or carrying broker-dealer, pursuant to Regulation T, must obtain the applicable required margin
from the other broker-dealers, as they would for any other customer. For example, a broker-dealer entering a
short sale through another broker-dealer, who will clear and/or carry the short sale transaction, must deposit
the Regulation T margin requirement (currently 50%) within the specified time period. The fact that the broker-
dealer entering the short sale could have cleared and/or carried the transaction itself, and not have been
subject to Regulation T margin requirements, does not relieve it from depositing the required margin with the
clearing and/or carrying broker-dealer. Currently, a “prime broker” agreement may not be accepted by the
clearing and/or carrying broker in lieu of obtaining the required margin for the other broker-dealer's proprietary
transactions.

Compliance with Regulation T is the responsibility of the broker-dealer clearing and/or carrying the
transaction. However, the broker-dealer effecting the transaction is subject to Regulation T, Section 220.13,
“Arranging for Loans by Others,” which prohibits it from receiving credit under better terms and conditions
than Regulation T permits a creditor to extend to any other customer. Unless the broker-dealer effecting
the transaction deposits the required margin, it has violated Regulation T. An exchange of checks on the
same day does not satisfy a Regulation T margin call. In addition, no payments may be made from a margin
account that has any outstanding federal calls.

As an additional reminder, Exchange Rule 440C, “Deliveries Against Short Sales,” requires that member
organizations clearing and/or carrying short sales for customers must be in a position to complete the
transaction. Therefore, no orders to sell short should be accepted or entered unless it has been determined
that the security can be borrowed at the appropriate time. It is the sole responsibility of the clearing and/or
carrying broker-dealer to borrow the securities necessary to complete the short sale transaction.

Inquiries regarding this matter should be directed to Richard Nowicki (212) 656-7683 or Steven Levine (212)
656-7080, 22nd floor, 20 Broad Street, New York, New York 10005.

Raymond J. Hennessy

Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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June 29, 1987

  

Market Surveillance Services

 TO: All Members and Member Organizations

SUBJECT: Amendments to the Exchange's Percentage Order Rules to Facilitate Conversion of “CAP Orders”
on Destabilizing Ticks

The Securities and Exchange Commission recently approved amendments to the Exchange's percentage
order rules which permit specialists, under specified conditions, and if so instructed by entering brokers, to
execute “CAP orders” (i.e., percentage orders entered with a “convert and parity” instruction) on destabilizing
ticks, or make destabilizing bids and offers on behalf of such orders. A specialist may convert a percentage
order on a destabilizing tick only where the entering broker places the notation “CAP-D” on the order. The
“CAP” notation will permit the specialist to convert a percentage order only on a stabilizing tick.

The amended percentage order rules, which are annexed as Exhibit A, will become effective on July 13,
1987. Special educational sessions reviewing the operation of these rules have been scheduled as follows:

•Wednesday, July 1 - 8:00 - 9:15 Board Room

•Tuesday, July 7 - 8:00 - 9:15 Board Room

•Wednesday, July 8 - 8:00 - 9:15 Board Room

All members are urged to attend whichever session is most convenient for them.

Overview of Types of Orders That May Be Entered Under the Percentage Order Rules

As noted above, the new provisions to allow for conversions at destabilizing prices require the specific “CAP-
D” notation to be placed on the order by the entering broker. The election provisions of the percentage order
rules, and the existing provisions permitting conversions on stabilizing ticks, have not been modified. Thus,
the percentage order rules, as amended, provide brokers with three options in entering an order:

(i) They may enter a regular percentage order (straight limit, last sale, or buy minus-sell plus), which qualifies
for the election provisions of the rules only, and would not be converted by the specialist on either stabilizing
or destabilizing ticks.

(ii) They may enter a CAP order, which qualifies for the election provisions of the rules, and which may be
converted by the specialist on a stabilizing tick only.

(iii) They may enter the new CAP-D order, which qualifies for the election provisions of the rules, and which
may be converted on stabilizing ticks and, subject to certain restrictions, converted on destabilizing ticks as
well.

The balance of this Information Memo will discuss only the new CAP-D order, as the provisions of the rules
relating to regular percentage orders and CAP (stabilizing) orders have not been modified. For the sake of
simplicity, the discussion is limited to orders to buy, but obviously the same principles apply to orders to sell.

The New CAP-D Order

A. Active Conversions (Reaching across the Market to Hit a Bid or Take an Offer)
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•If the specialist is converting a CAP-D order on a stabilizing tick, there are no restrictions as to the size or
price of the trade in which the order will participate.

•If the specialist is converting a CAP-D order on a destabilizing price:

- the trade in which the CAP-D order will be participating must be for 10,1000 shares or more

- the price of the trade cannot be more than a 1/4 point away from the last sale. This 1/4 point price parameter
may be extended, however, with the approval of a Floor Official and the written consent of the entering
broker.

•The specialist may not effect consecutive destabilizing conversions unless he obtains the prior approval of a
Floor Governor who, in considering the specialist's request, must evaluate overall market conditions and buy/
sell interest in the subject security at that time.

•The specialist may not effect non-consecutive, but contemporaneous, (i.e., a series of trades which while
not consecutive are effected within a short time period) destabilizing conversions, unless he obtains the prior
approval of a Floor Governor.

•If the Floor Governor does grant approval for contemporaneous destabilizing conversions, he must set an
outside price beyond which orders may not be converted for execution on destabilizing ticks.

•In its recent order approving the percentage order rule changes, the SEC observed that it expects the Floor
Governor approvals noted above to be granted only under conditions of extreme market volatility and not on a
routine basis.

B. Passive Conversions (to make a Bid or Offer)

•If the specialist is converting a CAP-D order to make a bid on a stabilizing tick, there is no restriction on the
size of the bid the specialist may make, or the price at which the specialist may make a bid.

•If the specialist is converting a CAP-D order to make a bid on a destabilizing tick:

- There is no restriction on the size of the bid the specialist may make, or the price, if the specialist is simply
adding size to a prevailing bid in the market.

- If the specialist is making a new bid (after bids on the Floor have been exhausted by a trade, or to narrow
the prevailing quotation spread), the new bid may not be more than 1/8 point higher than the last sale.

•The conversion of a CAP-D order to establish a new bid on a destabilizing tick is also subject to the following
restrictions:

- Unless there is a meaningful, independent, intervening transaction, the specialist may not

(i) convert a CAP-D order to reach across the market and effect a destabilizing trade, and then convert the
order to make a bid that is higher than this trade price;

(ii) convert a CAP-D order to make a bid that is higher than the last sale price and then, if the bid is hit,
convert the order to reach across the market and effect a destabilizing trade at a higher price; or

(iii) convert a CAP-D order to make a bid that is higher than the last sale price, and subsequently convert the
order to establish a higher bid.

•In appropriate circumstances, a Floor Governor may grant an exemption to the above restrictions on
destabilizing ticks.

•If a specialist converts a CAP-D order to make a bid (as permitted by the rule) and a higher price bid is then
made on behalf of other buying interest, the portion of the CAP-D order that was converted to make a bid
is cancelled and reverts back to its original status,subject to further conversion. Similarly, if a specialist had
converted a CAP-D order to make a bid and the bid is not hit, he may draw the bid if he intends to trade with
the offer (assuming, of course, the trade would otherwise be permitted by the rule).
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Note: Exhibit B annexed to this Information Memo is a Supplemental Interpretation to the Percentage Order
Rule Changes which has been approved by the SEC as an integral part of the Exchange's overall rule
change proposal. This Supplemental Interpretation provides examples and discusses reaching across the
market, bidding/offering and the concept of a meaningful, independent, intervening transaction that is required
before the three kinds of destabilizing actions noted immediately above (trade/quote, quote/trade, and quote/
quote) may betaken. Members should carefully review this Supplemental Interpretation.

C. “Breaking-up” of Crosses

The specialist may not, unless asked to do so by a broker with a cross, convert a percentage order on
a destabilizing tick to execute a transaction with one side of a block-sized cross transaction, unless the
specialist is able to provide a better price to that side of the cross while remaining within the 1/4 point away
from the last sale price parameter for destabilizing trades.

Example

Assume the market in XYZ is quoted 20 to 20 1/4, 1,000 by 1,000, last sale at 20. The specialist is holding
a percentage order to buy 10,000 shares at a limit price of 21. If a broker entered the crowd and indicated
to the specialist that he intended to put on a cross at 20 1/4, the specialist would not be permitted to convert
the percentage order to trade at 20 1/4, because he would not be providing a better price to the seller in this
situation. If however, the broker indicated the cross price would be 20 1/8, the specialist would be permitted to
convert the percentage order to trade at 20 1/4, as this would provide a better price to the seller on the cross,
and is within the 1/4 point price parameter for destabilizing conversions of percentage orders.

The specialist is not permitted, unless asked to do so by a broker with a cross, to effect a transaction for his
own account with the bid or offer side of a cross to establish a new last sale price and thereby extend the 1/4
point price parameter.

D. Confirmation of Specialist's Proprietary Trades

If the specialist trades as principal with any percentage order left with him as agent, the specialist must follow
the “double yellow” procedures called for in Rule 91 to give the entering broker the opportunity to confirm or
reject the trade.

E. Disclosure of Specialist's Intention to Trade Along with a Percentage Order

A specialist who is permitted to be on parity with a percentage order must inform the entering broker, at the
time the order is entered, whether or not he intends to buy or sell, as the case may be, along with the order.

F. Conventional Limit Orders Have Priority

When the specialist converts a percentage order into a limit order, he must give priority to conventional limit
orders, entered before the conversion, on his book at that price on the same side of the market. A converted
percentage order may receive an execution at any particular price only after all previously received limit
orders on the book at that price are satisfied.

* * * * *

Questions about the new percentage order rules may be directed to John Gregoretti, Director, Market
Surveillance, (212) 656-6791.

Donald J. Solodar

Senior Vice President

Exhibit A

EXCHANGE RULE 13
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Additions Underscored

* * * * * * * * * * * * * * *

Percentage Order

A limited price order to buy (or sell) 50% of the volume of a specified stock after its entry. There are three
types of percentage orders:

(a) Straight Limit Percentage Orders - Such an order is elected when a transaction has occurred at the limit
price or a better price. Unless otherwise specified, only volume at or below the limit subsequent to the receipt
of the order will be applied in determining the elected portion of buy orders. Conversely, only volume at or
above the limit will be calculated in determining the elected portion of sell orders.

(b) last Sale Percentage Orders - The elected portion of an order designated “last sale” shall be executed
only at the last sale price or at a better price, provided that such price is at or better than the limit specified in
the order.

(c) “Buy Minus” - “Sell Plus” Percentage Orders - The elected portion of an order to “buy minus” shall
be executed only on a “minus” or “zero minus” tick. Orders of this type must also be qualified further by
designating a limit price. The elected portion of an order to “sell plus” shall be executed only on a “plus”
or “zero plus” tick. Orders so designated are handled in the same manner as an order to sell short. (See
paragraph 2123A.71) Orders of this type must also be further qualified by designating a limit price. If so
instructed by the entering broker(s), percentage orders to buy will be converted into regular limit orders for
transactions effected on “minus” or “zero minus” ticks. Conversely, if so instructed by the entering broker(s),
percentage orders to sell will be converted into regular limit orders for transactions effected on “Plus” or “zero
plus” ticks.

If further instructed by the entering broker(s), as provided in Rule 123A.30, percentage orders to buy may be
converted into regular limit orders for transactions on “Plus” or “zero plus” ticks. Conversely, if so instructed
by the entering broker(s), percentage orders to sell may be converted into regular limit orders for transactions
on “minus” or “zero minus” ticks.

* * * * * * * *

EXCHANGE RULE 123A.30

* * * * * * * * * * * * * * *

.30 A specialist may accept one or more percentage orders -When accepting more than one order, the
specialist must make every effort to inform the entering brokers that they will be participating with another
order, or orders. Information of this type would alert brokers to the fact that each order will do less than 50%
of the volume. When the specialist is handling more than one percentage order, each such order will be on
parity with the other. When an odd amount of shares is involved, for example, 300 shares and a specialist
holds two percentage orders, he must give the extra 100 shares to the broker having priority on a time basis.
Therefore, all percentage orders given to a specialist must be time-stamped by the specialist at his Post
location.

If a specialist feels he cannot properly handle a number of percentage orders at one time, he should call in a
Floor Governor to discuss the situation.

If so instructed by the entering broker(s)i percentage orders to buy will be converted into regular limit orders
for transactions effected on “minus” or “zero minus” ticks. Conversely, if so instructed by the entering
broker(s), percentage orders to sell will be converted into regular limit orders for transactions effected on
“plus” or “zero plus” ticks.

Special Conversion Instructions. In addition to the conversion instructions discussed immediately above,
the entering broker(s) may further instruct the specialist that he may, but shall not be required to, convert
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a percentage order to but into a regular limit order for transactions effected on “zero plus” and “plus” ticks.
Conversely, the entering broker(s) may further instruct the specialist that he may, but shall not be required
to, convert a percentage order to sell into a regular limit order for transactions effected on “zero minus” or
“minus” ticks. (These ticks are hereinafter collectively referred to as “destabilizing ticks”.) Pursuant to these
special conversion instructions, the specialist may convert a percentage order on a destabilizing tick only
where (i) the transaction for which the order is being converted is for 10,000 shares or more; and (ii) the
price at which the converted percentage order is to be executed is no more than 1/4 point away from the last
sale price; provided, however, that this price parameter may be modified, in appropriate cases, with the prior
approval of a Floor Official and the written consent of the broker who entered the order.

The specialist shall not execute a converted percentage order pursuant to the preceding paragraph at
consequently higher or lower prices such that consecutive up or down ticks (as the case may be), follow one
another in rapid succession, unless he obtains the prior approval of a Floor Governor. In determining whether
to grant such prior approval, the Floor Governor shall consider any changes in overall market conditions, and
any changes in buying or selling interest in the stock in question. Where a specialist reasonably believes,
based on prevailing market conditions (for example, a brief period of time where there is an influx of buying/
selling interest and a “fast market” condition) that it may be appropriate and necessary for him to convert
percentage orders, on destabilizing. ticks in a series of trades which, while not consecutive, may be effected
within a short period of time, the specialist shall first see the approval of a Floor Governor. In granting such
approval, the Floor Governor should, base on his evaluation of the buying/selling and contra-side interest in
the market, determine a price a reasonable amount away from the market, to which price the specialist may
convert percentage orders in a series of non-consecutive trades. As this price is approached, the specialist
shall again consult with a Floor Governor, who will re-evaluate the situation at that time. Any subsequent
approvals by the Floor Governor shall follow the principles discussed immediately above.

The specialist may convert a percentage order on a stabilizing tick to make a bid or offer in such size as he
deems appropriate. The specialist may convert a percentage order on a destabilizing tick to make a bid or
offer in such size as he deems appropriate to add size to a prevailing bid or offer.

In addition, the specialist may, except as provided below, convert a percentage order on a destabilizing tick
to establish a new bin in such size as he deems appropriate, (i) immediately following a transaction where
such transaction has cleared the Floor of bids and offers, or (ii) to narrow the quotation spread, provided
that no such bid may be more than 1/8 of a point higher than the last sale. The specialist's conversion of a
percentage order to establish a new bid pursuant to (i) and (ii) above shall be further subject to the following
conditions:

1) Where the specialist has converted a percentage order to buy on a destabilizing tick to participate in a
transaction of at least 10,000 shares as otherwise permitted by this rule, he may not convert a percentage
order to buy to establish a new bid at a price which is higher than the price of the transaction, unless there
is an intervening transaction at a price that is independent of price established by the specialist through the
conversion of a percentage order.

2) Where the specialist has converted a percentage order to buy to establish a new bid that is higher than the
last sale price, with the result that a transaction is effected at the bid price, he may not convert a percentage
order to buy to participate in a trade of at least 10,000 shares as otherwise permitted by this rule, unless there
is an intervening transaction at a price that is independent of the price established by the specialist through
the conversion of a percentage order.

3) Where the specialist has converted a percentage order to buy to establish a new bid that is higher than
the last sale, he may not convert a percentage order to subsequently establish a higher bid, unless there
is an intervening transaction at a price independent of the price established by the specialist through the
conversion of a percentage order.
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The same principles shall apply in the case of a specialist's conversion of percentage orders to sell. With the
prior approval of a Floor Governor, the specialist may convert a percentage order to make a destabilizing bid
or offer at a price which would otherwise be prohibited under the limitations and conditions stated above.

Any percentage order or portion thereof converted to make a bid or offer shall be considered as a limit order
on the book and will be ahead of other limit orders subsequently received by the specialist at that price, and
any such bid or otter made pursuant to such order shall have the same standing in the market as would
be provided any other bid or otter under the Exchange's auction market rules and procedures dealing with
priority, parity, and precedence. Where the specialist has converted a percentage order to make or add to a
bid (offer) as permitted by this rule, and subsequently additional buying or selling interest enters the market
and establishes a different higher bid (lower offer), the original converted order or portion thereof shall be
treated as a cancelled order on the book and revert to its original status as a percentage order subject to
subsequent election or further conversion as permitted by this rule. Where the specialist has converted a
percentage order to make or add to a bid or offer as permitted this rule, and subsequently additional size is
added to a prevailing bid or offer on the opposite side of the market from the converted percentage order, or
a different bid or offer is established on the opposite side of the market from the converted percentage order,
the specialist may cancel the converted order or portion thereof if he intends to reconvert the order to trade
with the interest on the opposite side of the market, and such trade is otherwise permitted by this rule.

Notwithstanding the provisions of this Rule permitting percentage orders to be converted on destabilizing
ticks, where a member holds orders of 10,000 shares or more to buy or sell a particular stock which he
proposes to cross at or within the prevailing market, the specialist may not, unless asked to do so by the
member with the cross (assuming the cross is at or within the 1/4 point price parameter of this Rule), convert
any percentage order on a destabilizing tick or execution in such proposed cross transaction unless the
specialist can (at or within the 1/4 of a point price parameter specified in this Rule, and within the limit price of
the order) provide a better price to one side or the other of the proposed cross.

When the specialist is holding one or more percentage orders with special instructions permitting conversions
on destabilizing ticks as provided in this Rule, and a member who holds orders to my an sell 10,000 shares or
more proposes to cross such orders at or within the prevailing market, the specialist shall not, unless asked
to do so by the member with the cross, trade for his own account with either the bid or the offer side of such
cross (as the case may be), where the effect of such proprietary trade would be to establish a new last sale
price, and thereby extend the 1/4 point price parameter specified in this Rule.

In any situation where the specialist is taking or supplying for his own account the security named in a
percentage order entrusted to him, the specialist and the entering broker shall comply with the procedures for
confirmation of transactions specified in Exchange Rule 91.10.

When converting a percentage order into a limit order, the specialist shall give priority to conventional limit
orders on his book at that price on the same side of the market, which orders were entered before the
conversion. This means that the converted percentage order may receive an execution at any particular price
only after all such conventional limit orders on the book at that price are satisfied.

The entering broker may permit the specialist to be on parity with his order. However, when the specialist is
handling more than one percentage order, he may not be on parity with any such order unless permission
has been obtained from all brokers for whom he is holding percentage orders in the particular stock. If a
specialist is on parity with one or more percentage orders, at no time may the specialist participate for his
own account in an amount in excess of what each percentage order would receive, except that the specialist
may participate for his own account to an extent greater than any particular percentage order where the size
specified on such order has been satisfied. A specialist on parity with a percentage order remains subject
to the limitations in Exchange Rule 104.10 as to transactions for his own account effected on destabilizing
ticks. A specialist on parity with a percentage order shall inform the wintering broker at the time the order is
entered, whether or not he intends to buy or sell, as the case may be, along with the order. Specialists must
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make every effort to execute percentage orders in amounts which correspond as nearly as possible to the
percentage specified therein.

The elected portion of a percentage order shall be handled as a new limited price order and shall take its
place on the specialist's book as though it were a new order received at the time of the electing transaction.
When a specialist holds more than one percentage order each individual order shall be elected to the extent
of the full amount of the electing transaction; except that percentage orders held by a specialist shall not
be elected by any portion of volume which results from the execution of a previously elected portion of a
percentage order.

All percentage orders and special instructions related hereto, and any modifications or cancellations thereof
shall be in writing. (See also paragraph 2013 and “Records of Specialists” at paragraph 2121.)

Exhibit B

Supplemental Interpretation to Percentage Order Rule Changes

I Reaching-across the Market

The amended percentage order rules permit the specialist to convert a percentage order on a destabilizing
tick to “reach across the market” to participate, on behalf of the order, in a transaction that is:

•of at least 10,000 shares; and

•at a price that is no more than a 1/4 point away from the last sale.

Example:

Assume the market in XYZ is quoted 20 to 20 1/4, 1000 by 10,000, last sale at 20. The specialist is holding a
percentage order to buy 20,000 shares at a limit price of 21. The specialist may convert the percentage order
to take the 10,000 shares offered at 20 1/4.

Restriction against Consecutive, or Contemporaneous, Destabilizing Trades

Unless he obtains the prior approval of a Floor Governor, the specialist may not convert percentage orders to
make consecutive, or contemporaneous, trades at successively higher prices (lower prices in the case of a
percentage order to sell).

II Bidding and Offering

A. Adding size to a prevailing bid or offer

The amended percentage order rules permit the specialist to convert a percentage order on a destabilizing
tick to make a bid or offer in such size as he deems appropriate to add size to a prevailing bid or offer.

B. Making a new bid or offer

The amended percentage order rules permit the specialist to convert a percentage order on a destabilizing
tick to establish a new bid or offer in such size as he deems appropriate:

•immediately following a transaction where such transaction has cleared the Floor of bids and offers; and

•to narrow the quotation spread

The specialist may not convert a percentage order on a destabilizing tick to make a new bid or offer that is
more than 1/8 point away from the last sale.

Restrictions against Consecutive Destabilizing Actions
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In addition, the specialist may not convert percentage orders to make new bids (offers) that are at
successively higher (lower) prices. Once the specialist has converted a percentage order and thereby
established a new destabilizing price level, he may not convert a percentage order again to make a bid (offer)
at a higher (lower) price unless there is a “meaningful”, “independent” intervening transaction. The concept of
a “meaningful”, “independent” intervening transaction is discussed below.

The following examples illustrate the specific limitations in the amended percentage order rules on trade/
quote, quote/trade, and quote/quote conversions. (The examples are on the “bid side” and assume the
specialist is holding a percentage order to buy. The principle would be the same on the “offer side” where the
specialist is holding a percentage order to sell).

1. A higher-priced bid following conversion to take offer at a higher price is not permitted

Assume the market is quoted 20 to 20 1/4, 10,000 by 10,000, last sale at 20. The specialist may “reach
across the market” and take, on behalf of the percentage order, the 10,000 shares offered at 20 1/4.
However, the specialist may not immediately thereafter convert the percentage order to make a new bid of 20
3/8.

2. A higher-priced trade following conversion to bid at a higher price is not permitted

Assume the market is quoted 20 to 20 1/4, 10,000 by 40,000, last sale at 20. The specialist may convert the
percentage order to make a bid of 20 1/8. If a seller enters the market and trades with the 20 1/8 bid, the
specialist may not immediately thereafter convert the percentage order to take the 10,000 shares offered at
20 1/4.

3. A higher-priced bid following conversion to bid at a higher price is not permitted.

Assume the market is quoted 80 to 80 3/8, 10,000 by 10,000, last sale at 80. The specialist may convert the
percentage order to make a bid of 80 1/8. If a seller enters the market and effects a trade at the 80 1/8 bid,
the specialist may not immediately thereafter convert the percentage order to make a bid of 80 1/4.

Need for a Meaningful, Independent Intervening Transaction before a Specialist May “Re-Convert” a
Percentage Order

The specialist's ability to convert a percentage order to make a new higher (lower) bid (offer) or to effect
a conversion at a destabilizing price must be viewed in the context of his overall obligations to the
marketplace. The Exchange does not expect that such conversions will occur routinely in the normal course
of the specialist's activities, but rather that such conversions, when they do take place, will reflect sound
professional judgment, comport with the maintenance of a fair and orderly market, and reflect due regard for
the supply and demand factors present in the auction market for the subject security.

The restrictions against successive higher (lower)-priced conversions noted above are intended particularly to
minimize the possibility that the specialist may exert an undue influence on the price of a security through the
conversion of percentage orders. The amended percentage order rule requires that there be an intervening
transaction, independent of the specialist's conversion of a percentage order, before the specialist may
“re-convert” a percentage order to establish a price level higher (lower) than the price level of his initial
conversion.

Given the specialist's broad responsibilities to the market in general, the Exchange has determined that this
independent intervening transaction must be meaningful in relation to the maintenance of continuity and
depth in the market in the subject security. While non-successive, but contemporaneous, higher (lower)-
priced conversions are permitted under the amended percentage order rules, specialists must be aware
that any such conversions which result in price movements that do not accurately reflect the balance of
supply and demand in the market, or which are inconsistent with the maintenance of markets with reasonable
continuity and depth, may be deemed to violate Rule 104 or rules requiring due diligence in the execution of
orders.
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The Exchange acknowledges that trading characteristics may vary widely from security to security, or, from
time to time, in the market for the same security, and therefore recognizes that what constitutes a meaningful
independent intervening transaction may vary according to the particular security and prevailing market
conditions at any given time.

Generally, however, a relatively small-sized transaction would not appear to be the kind of market action that
would justify the specialist's “re-conversion” of a percentage order to establish a higher (lower) price level
than that of his initial conversion.

Example 1

Assume the market in XYZ is 20 to 20 1/4, 5,000 by 10.,000, last sale at 20. The specialist converts a
percentage order and takes the 10,000 shares offered at 20 1/4. The market is then requoted 20 1/4 to 20
1/2, 1,000 by 200, with neither the bid nor the offer representing a converted percentage order.

A 200-share market order is received and is executed against the 20 1/2 offer. Although this is an
“independent” intervening transaction, unless prevailing market conditions suggest otherwise, it would not
appear to be of a sufficient size to justify the specialist immediately converting a percentage order to make a
new bid of 20 5/8 on behalf of a percentage order.

The specialist in this situation would not appear to have sufficient justification to convert a percentage order
to make a bid at a price higher than the 20 1/2 price level established by the 200-share transaction until there
is a trade, not involving a converted percentage order, that reflects a reasonable degree of market interest in
trading at a price of 20 1/2 or higher.

Example 2

Assume the market in XYZ is 80 to 80 3/8, 5000 by 10,000. The last sale was 80. To better the market, the
specialist converts a percentage order to make a bid of 80 1/8 for 500 shares. A broker enters the Crowd and
effects a 500-share trade with the 80 1/8 bid. The market is then requoted 80 1/8 to 80 3/8, 5000 by 10,000,
with neither the bid nor the offer representing a converted percentage order.

Another broker enters the Crowd and effects a 200-share trade with the 80 1/8 bid. Although this is an
“independent” intervening transaction, this fact alone would not appear to justify the specialist immediately
converting a percentage order to make a bid of 80 1/4, or to reach across the market to take the 10,000
shares offered at 80 3/8.
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June 22, 1987

  

Market Surveillance Services

 TO: All Members and Member Organizations

SUBJECT: Audit Trail Requirements

This is to remind all members and member organizations of your obligation to submit specific trade data for
all transactions effected on the Floor to a fully-interfaced or qualified clearing agency for audit trail purposes in
compliance with Exchange Rule 132.

The Exchange is vitally concerned that complete and accurate information is submitted by all members and
member organizations.

Fines have been imposed against member organizations for failure to comply with Rule 132, as provided in
Rule 476A.

If there are any questions regarding audit trail requirements, please call Mr. Vincent Sarnatora at (212)
656-4597 or David Leibowitz at (212) 656-4588.

Donald J. Solodar

Senior Vice President
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June 11, 1987

  

Market Surveillance Services

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Market-At-The-Close Orders in 50 Pilot Stocks on June 19, 1987 (“Expiration Friday”)

The Securities and Exchange Commission has again requested that the NYSE implement, on a pilot basis,
procedures regarding the entry of market-at-the-close orders on “expiration Friday” this June 19, 1987.

For the purpose of facilitating the publication of any significant order imbalance in one of the 50 Pilot Stocks
(see attached list), you must enter all market-at-the-close orders, relating to index arbitrage positions, by 3:30
p.m. eastern time. It should be noted that, pursuant to Rule 13, an order for execution at the close may only
be entered for execution at-the-market; “limit-at-the-close” orders are not permitted.

As soon as possible thereafter, the Exchange will publish on the tape any imbalance of market-at-the-close
orders of 50,000 shares or more that existed at 3:30 p.m. in those 50 stocks. While market-at-the-close
orders previously entered may be cancelled or reduced in size, once such publication has been made,
any market-at-the-close orders subsequently entered will be accepted only to trade on the opposite side of
the market in relation to such published imbalance. The liquidation of positions relating to index arbitrage
using market-at-the-close orders entered after 3:30 p.m. is not permitted, even if such orders might offset
net reported imbalances. In the event that no imbalance message is disseminated in a particular stock, no
market-at-the-close orders will be accepted after 3:30 p.m. in that issue.

Due to cancellations or reductions and entry of market-at-the-close orders to offset any published imbalance,
the imbalance of market-at-the-close orders published as of 3:30 p.m. may not reflect the imbalance which
exists at the close. These procedures relate only to the 50 pilot stocks and regular procedures will apply to all
other listed securities.

Any questions you may have regarding this may be directed to Mr. Robert J. McSweeney at (212) 656-6766
or Mr. David Leibowitz at 656-4588.

Donald J. Solodar

Senior Vice President

                             50 Pilot Stocks

                  

June 19, 1987 - “Expiration Friday”

SYMBOL       STOCK
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ABT          ABBOTT LABORATORIES

ALD          ALLIED SIGNAL, INC.

AA           ALUMINUM COMPANY OF AMERICA

AXP          AMERICAN EXPRESS COMPANY

AHP          AMERICAN HOME PRODUCTS

T            AMERICAN TELEPHONE & TELEGRAPH COMPANY

AN           AMOCO CORPORATION

ARC          ATLANTIC RICHFIELD COMPANY

BA           BOEING COMPANY

BEL          BELL ATLANTIC CORPORATION

BLS          BELL SOUTH CORPORATION

BS           BETHLEHEM STEEL CORPORATION

BMY          BRISTOL-MYERS COMPANY

CHV          CHEVRON CORPORATION

KO           COCA-COLA COMPANY

DEC          DIGITAL EQUIPMENT COMPANY

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

404

http://researchhelp.cch.com/License_Agreement.htm


DOW          DOW CHEMICAL COMPANY

DD           E. I. duPONT deNEMOURS & COMPANY EK EASTMAN

             KODAK COMPANY

LLY          ELI LILLY & COMPANY

XON          EXXON CORPORATION

F            FORD MOTOR COMPANY

GE           GENERAL ELECTRIC COMPANY

GM           GENERAL MOTORS CORPORATION

GT           GOODYEAR TIRE & RUBBER COMPANY

HWP          HEWLETT PACKARD COMPANY

IBM          INTERNATIONAL BUSINESS MACHINES CORPORATION

IP           INTERNATIONAL PAPER COMPANY

JNJ          JOHNSON AND JOHNSON

MCD          MCDONALD'S CORPORATION

MRK          MERCK & COMPANY, INC.

MMM          MINNESOTA MINING & MANUFACTURING COMPANY
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MOB          MOBIL CORPORATION

NAV          NAVISTAR INTERNATIONAL CORPORATION

NYN          NYNEX CORPORATION

MO           PHILIP MORRIS COS. INC. HOLDING CO.

PA           PRIMERICA CORPORATION

PG           PROCTOR & GAMBLE COMPANY

RJR          RJR NABISCO, INC.

RD           ROYAL DUTCH PETROLEUM COMPANY

SLB          SCHLUMBERGER, LIMITED

S            SEARS, ROEBUCK & COMPANY

SRD          STANDARD OIL COMPANY

TX           TEXACO, INC

UK           UNION CARBIBE CORPORATION

UTX          UNITED TECHNOLOGIES CORPORATION

WMT          WAL-MART STORES, INC.

WX           WESTINGHOUSE ELECTRIC CORPORATION
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X            USX CORPORATION

Z            F. W. WOOLWORTH COMPANY
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June 11, 1987

  

Market Surveillance Services

 TO: All Members and Member Organizations

SUBJECT: Rules and Procedures for Handling Market At-the-Close Orders on Expiration Fridays

This is to remind you that NYSE Rule 116.40 sets forth procedures to facilitate the handling of market at-the-
close orders on so-called “expiration Fridays” (the Fridays preceding the expiration or settlement of options
or futures contracts based on a stock index). The procedures, which may be used only on expiration Fridays,
are intended to provide an orderly means for handling market at-the-close orders.

Where there is an imbalance of shares to buy over shares to sell in market at-the-close orders, or vice
versa, the imbalance may, at the close of trading, be executed against the bid or offer on the Exchange, as
appropriate. (An imbalance of buy orders would be executed against the offer. An imbalance of sell orders
would be executed against the bid). The member may then stop the remaining buy and sell orders against
each other and pair them off at the price of the immediately preceding sale described above. The “pair off”
transaction would be printed on the tape as “stopped stock”.

Where the aggregate size of buy market at-the-close orders in a stock equals the aggregate size of sell
market at-the-close orders, they may be “stopped” against each other and paired-off at the price of the last
sale on the Exchange just prior to the close of trading in that stock on that day. The transaction should be
reported to the Consolidated Tape as “stopped stock”.

“G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity, and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-
off “at-the-close” orders, a “G” order to sell “short” ’ at-the-market would, yield to sell orders limited at the
closing price which are not represented as “G” orders. This will be the policy even if the “G” order to sell
“short” at-the-market theoretically could have been executed at a better price (and still satisfy the “short sale”
rule in terms of a “plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be
applicable if the order was a market order to sell “long” or a market order to buy.

Early Entry of Orders

Members and member organizations are strongly urged to carefully review their procedures in entering and
using market at-the-close orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.
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Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Rules 9a-2, 10a-1, 10b-5, as well
as the margin and capital rules.

Questions regarding this matter can be directed to John Gregoretti (212) 656-6791.

Donald J. Solodar

Senior Vice President
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June 10, 1987

  

Market Surveillance Services

PLEASE ROUTE TO COMPLIANCE DEPARTMENTS

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Split Expiration of Index Options and Futures on June 19, 1987

The June 19, 1987 expiration of index options and futures contracts, in addition to being a quarterly
expiration, will be unique in that it will mark the first time that the settlement prices of the various stock indices
will not be uniformly based on the NYSE closing price of each component stock. Depending on the derivative
instrument, some will settle vs. a value calculated against the NYSE opening (a.m.) price of each component
stock while others will continue to settle vs. a value calculated against the NYSE closing (p.m.) stock-prices.

Due to the unusual nature of this “split expiration”, the Securities and Exchange Commission (SEC), the
Commodities Futures Trading Commission (CFTC) and others have raised the potential for trading abuses
that may occur during the a.m./p.m. expirations. Consequently, as appropriate, trading positions in expiring
index options and futures contracts, together with related trading in NYSE listed stocks, will be monitored
closely for activity that may be in violation of NYSE rules or federal law.

The SEC and the CFTC have advised the Exchange that members and member organizations may be
required to address questions such as what economic rationale was employed in establishing, liquidating or
substituting positions and why identifiable alternatives were not employed. To the extent that such inquiries
may involve customer accounts, members and member organizations are reminded of their obligation to use
due diligence to learn the essential facts relative to every customer and every order accepted on behalf of
customer accounts.

Members and member organizations are reminded that records of all orders and cancellations must be made
and preserved as required by NYSE Rule 410. In addition, as stated in the Special Membership Bulletin dated
June 5, 1987, members and member organizations cancelling orders entered prior to 9:00 a.m. on June 19,
or reducing them in size, must prepare contemporaneously, a written record describing the rationale for the
change.

Agnes M. Gautier

Vice President

Market Trading Analysis
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June 9, 1987

  

Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: TELEPHONE COMMUNICATION LINKS WITH EXCHANGE FLOOR

The Exchange will be permitting members to establish telephone communication links between booths on
the Floor and non-members located off the Floor effective June 10, 1987. Members wishing to establish
links for the Purpose of taking orders should be aware that the initiation of such business activities requires
compliance with certain rules and regulations governing such activities. The requirements may vary
depending on the nature of the business in which you intend to engage. Therefore, members should contact
the Division of Member Firm Regulation for guidance in determining what may apply to you. The individuals to
contact are Richard Greves (656-6050), Joseph O'Loughlin (656-5772) and Robert Nofi (656-6545).

Those wishing to establish such telephone communication links should also contact Richard D'Angelo of
Floor Services (656-6778).

Edward A. Kwalwasser

Senior Vice President

Member Firm Regulation
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May 18, 1987

  

Member Firm Regulation

 PLEASE ROUTE TO: CREDIT, COMPLIANCE, OPERATIONS, P&S, CONTROLLER, TRADING
DEPARTMENTS

TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: MANAGING PARTNER/CHIEF EXECUTIVE OFFICER AND SUBSCRIBERS

SUBJECT: REMINDER - SECOND INSTALLMENT DUE JUNE 9, 1987 BRITISH GAS PLC AMERICAN
DEPOSITARY RECEIPTS - NYSE, SEC AND FRB REQUIREMENTS AND GUIDELINES

First Interim American Depositary Receipts of British Gas PLC have been trading “regular way” on the New
York Stock Exchange since December 8, 1986. In view of the installment nature of payments, the Exchange
wishes to remind member organizations:

- The second installment payment of British Gas PIMC representing approximately 33 1/2% of the offering
price (or the dollar equivalent of 4.5 British pounds sterling) will be due June 9, 1987.

- The final installment will be due April 19, 1988.

- Prior to full payment, the American Depositary Shares will be evidenced by First and then Second Interim
American Depositary Receipts (Interim ADRS). Upon full payment, they will be evidenced by ADRs in
definitive form.

- Holders of the Interim ADRs are responsible for payment of the second and final installments plus amounts
in respect of UK stamp duty reserve tax.

- Special requirements covering the subject matter below were released in Information Memo Number 86-40
issued November 25, 1986:

(a) Margin requirements

(b) SEC capital, reserve formula and custody and control of securities requirements

(c) Disclosure of customers' liability to insure that customers are aware of the installment nature of payment
for ADRS, and the obligation of the holder of Interim ADRs to make payment of future installments

(d) Recordkeeping for bonus shares

(e) Annual Certification to Her Majesty's Government, as to the number of ADSs held continuously on behalf
of a qualifying individual by qualifying nominees.

- Additional operations details appear in a circular dated May 8, 1987 addressed to Managing Partners and
Principal Officers of member organizations, which was prepared by the New Listings and Corporate Liaison
Department. (Operational inquiries may be directed to Gary Tuttle (212) 656-5025 or Vincent Iucci (212)
656-6024.)

MEMBER ORGANIZATIONS SHOULD REVIEW THE FINAL PROSPECTUS FOR ADDITIONAL INFORMATION.

* * *
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Questions regarding margin requirements should be directed to Richard Nowicki (212) 656-7683 or Steven
Levine (212) 656-7080. Questions on other subjects discussed in this memorandum should be directed to
Manny Brodsky (212) 656-6924, or Maurice Minen (212) 656-4815.

Edward A. Kwalwasser

Senior Vice President

Member Firm Regulating
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May 12, 1987

  

Enforcement and Regulatory Standards

 PLEASE ROUTE TO OPTIONS AND COMPLIANCE DEPARTMENT

TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: SUPPLEMENT TO THE OPTIONS DISCLOSURE DOCUMENT

The options disclosure document, “Characteristics and Risks of Standardized Options,” has recently been
amended to include a supplement to Chapter V, Index Options. The supplement, dated March 27, 1987,
addresses “Settlement Values for Index Options.”

As a reminder, NYSE Rule 726 requires members and member organizations to distribute a copy of each
new amendment to or revision of each applicable current options disclosure document to every customer
having an account approved for trading the particular kind of option covered by such applicable current
options disclosure document. As an alternative, members and member organizations may distribute such
amendment or revision not later than the time a confirmation of a transaction in such particular kind of option
is delivered to such customer.

Copies of the supplement may be obtained from The Options Clearing Corporation, 200 South Wacker Drive,
Chicago, Illinois, 60606, (312)322-6200. Questions concerning Rule 726 may be directed to Mary Anne
Furlong at (212) 656-4823.

James F. Swartz, Jr.

Vice President
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March 16, 1987

  

Market Surveillance Services

 TO: All Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Market-At-The-Close Orders in 50 Pilot Stocks on March 20, 1987 (“Expiration Friday”)

The Securities and Exchange Commission has again requested that the NYSE implement, on a pilot basis,
new procedures regarding the entry of market-at-the-close orders on “expiration Friday” this March 20, 1987.

For the purpose of facilitating the publications of any significant order imbalance in one of the 50 Pilot Stocks
(see attached list), you must enter all market-at-the-close orders, relating to index arbitrage positions, by 3:30
p.m. eastern time. It should be noted that, pursuant to Rule 13, an order for execution at the close may only
be entered for execution at-the-market; “limit-at-the-close” orders are not permitted.

As soon as possible thereafter, the Exchange will publish on the tape any imbalance of market-at-the-close
orders of 10,000 shares or more that existed at 3:30 p.m. in those 50 stocks. While market-at-the-close
orders previously entered may be cancelled or reduced in size, once such publication has been made,
any market-at-the-close orders subsequently entered will be accepted only to trade on the opposite side of
the market in relation to such published imbalance. The liquidation of positions relating to index arbitrage
using market-at-the-close orders entered after 3:30 p.m. is not Permitted, even if such orders might offset
net reported imbalances. In the event that no imbalance message is disseminated in a particular stock, no
market-at-the-close orders will be accepted after 3:30 p.m. in that issue.

Due to cancellations or reductions and entry of market-at-the-close orders to offset any published imbalance,
the imbalance of market-at-the-close orders published as of 3:30 p.m. may not reflect the imbalance which
exists at the close. These procedures relate only to the 50 pilot stocks and regular procedures will apply to all
other listed securities.

Any questions you may have regarding this may be directed to Mr. Robert J. McSweeney at (212) 656-6766
or Mr. David Leibowitz at 656-4588.

Agnes M. Gautier

Vice President

SYMBOL       STOCK

ABT          ABBOTT LABORATORIES

ALD          ALLIED SIGNAL INC.

AA           ALUMINUM CO. OF AMERICA
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AC           AMERICAN CAN CO.

AIG          AMERICAN INTERNATIONAL GROUP

AXP          AMERICAN EXPRESS COMPANY

AHP          AMERICAN HOME PRODUCTS CORP.

T            AMERICAN TELEPHONE & TELEGRAPH CO.

AIT          AMERITECH

AN           AMOCO CORP.

BA           BOEING COMPANY

BEL          BELL ATLANTIC CORP.

BLS          BELL SOUTH CORP.

BS           BETHLEHEM STEEL CORP.

BMY          BRISTOL MYERS CO.

CHV          CHEVRON CORP.

KO           COCA-COLA CO.

DEC          DIGITAL EQUIPMENT CORP.

DOW          DOW CHEMICAL CO.
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DD           E.I. duPONT deNEMOURS & CO. EK EASTMAN KODAK CO.

XON          EXXON CORP.

F            FORD MOTOR CO.

GE           GENERAL ELECTRIC CO.

GM           GENERAL MOTORS CORP.

GT           GOODYEAR TIRE & RUBBER CO.

GTE          GTE CORP.

IBM          INTERNATIONAL BUSINESS MACHINES CORP.

IP           INTERNATIONAL PAPER CO.

JNJ          JOHNSON AND JOHNSON

MCD          McDONALDS CORP.

MRK          MERCK & CO., INC.

MMM          MINNESOTA MINING & MANUFACTURING CO.

MOB          MOBIL CORPORATION

MO           PHILIP MORRIS, CO'S., INC.

NAV          NAVISTAR INTERNATIONAL CORP.
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NYN          NYNEX CORP.

PAC          PACIFIC TELESIS GROUP

PG           PROCTER & GAMBLE CO.

RJR          RJR NABISCO INC.

RD           ROYAL DUTCH PETROLEUM CO.

S            SEARS, ROEBUCK & CO.

SBC          SOUTHWESTERN BELL CORP.

TX           TEXACO INC.

UK           UNION CARBIDE CORP.

UTX          UNITED TECHNOLOGIES CORPORATION

WMT          WAL-MART STORES INC.

WX           WESTINGHOUSE ELECTRIC CORP.

X            USX CORP.

Z            F.W. WOOLWORTH CO.
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March 16, 1987

  

Market Surveillance Services

 TO: All Members and Member Organizations

SUBJECT: Procedures for Handling Market At-the-Close Orders on Expiration Fridays

This is to remind you that NYSE Rule 116.40 sets forth procedures to facilitate the handling of market at-the-
close orders on so-called “expiration Fridays” (the Fridays preceding the expiration or settlement of options
or futures contracts based on a stock index). The procedures, which may be used only on expiration Fridays,
are intended to provide an orderly means for handling market at-the-close orders.

Where there is an imbalance of shares to buy over shares to sell in market at-the-close orders, or vice
versa, the imbalance may, at the close of trading, be executed against the bid or offer on the Exchange, as
appropriate. (An imbalance of buy orders would be executed against the offer. An imbalance of sell orders
would be executed against the bid). The member may then stop the remaining buy and sell orders against
each other and pair them off at the price of the immediately preceding sale described above. The “pair off”
transaction would be printed on the tape as “stopped stock”.

Where the aggregate size of buy market at-the-close orders in a stock equals the aggregate size of sell
market at-the-close orders, they may be “stopped” against each other and paired-off at the price of the last
sale on the Exchange just prior to the close of trading in that stock on that day. The transaction should be
reported to the Consolidated Tape as “stopped stock”.

“G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity, and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in-executing paired-off
“at-the-close” orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing
price which are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-
the-market theoretically could have been executed at a better price (and still satisfy the “short sale” rule
in terms of a “plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be
applicable if the order was a market order to sell “long” or a market order to buy.

Early Entry of Orders

Members and member organizations are strongly urged to carefully review their procedures in entering and
using market at-the-close orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.
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Due Diligence Requirements

Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and propriety
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep in
mind the requirements of Exchange Rule 97 regarding member trading. In addition, other applicable SEC and
New York Stock Exchange regulations should be addressed, such as SEC Rules 9a-2, 10a-1, 10b-5, as well
as the margin and capital rules.

Questions regarding this matter can be directed to John Gregoretti (212) 656-6791.

Agnes M. Gautier

Vice President
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March 13, 1987

  

Market Surveillance Services

 TO: Members and Member Organizations

FROM: Market Surveillance

SUBJECT: Confirmation of G.T.C. Orders

Confirmation of G.T.C. orders in stocks in the unit of trading has been scheduled to take place on Saturday
April 25, 1987. G.T.C. orders, including single slip G.T.C. orders entered on April 23 and 24, 1987, must be
confirmed or renewed with specialists on April 25 in order to retain their status on the specialists' books. All
orders which are not confirmed or renewed will expire. The renewed orders should be dated April 27, 1987.

Please note that it is now mandatory that all firms, who confirm G.T.C. orders on the Floor, must utilize the
Exchange's automated system offered by the Securities Industry Automation Corporation (SIAC).

Specialists must be represented on the trading Floor unless specifically excused by a Floor Governor, and
specialists must take steps to insure sufficient clerical support staff to assist in the confirmation process. All
members and member organizations having G.T.C. orders on specialists' books must also be represented
on the trading Floor on Saturday, unless specifically excused by a Floor Governor and such members and
member organizations must take steps to insure that their offices are sufficiently staffed.

The facilities of the Exchange will be open to members and their employees on Saturday, April 25, 1987 from
8:00 a.m. until 5:00 p.m. Members are reminded that the usual restrictions regarding visitors on the Exchange
Floor will apply on Saturday, April 25, 1987.

In view of the fact that certain stocks will sell ex-dividend on April 27, 1987, the first trade date in the next
period, the attention of all members is called to the fact that under the rules, all G.T.C. orders to buy and all
G.T.C. stop orders to sell such stocks, which are confirmed or renewed with the specialists on April 25, 1987
will be reduced by the specialists unless otherwise directed. Therefore, all commission firms are directed to
send their confirmations with the original price of the order.

In addition, if paragraph .22 of Rule 118 applies, such orders will also be increased in shares by the
specialists, unless instructed to the contrary. All orders to buy and stop orders to sell such stocks which are
entered with the specialists on April 27, 1987 will be presumed by the specialists' to have been reduced in
price and increased in shares by the members entering the orders.

Any questions regarding this matter should be directed to William Iommi (212) 656-6829.

Donald J. Solodar

Senior Vice President
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March 4, 1987

  

Enforcement and Regulatory Standards

PLEASE ROUTE TO MARGIN, OPTION, CASHIERING, EXEMPTED SECURITIES, COMPLIANCE AND STOCK
LOAN DEPARTMENTS

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: MANAGING PARTNER/CHIEF EXECUTIVE OFFICER AND SUBSCRIBERS

SUBJECT: ADOPTION OF AMENDMENTS TO EXCHANGE MARGIN RULE 431

On February 27, 1987, the Securities and Exchange Commission (SEC) approved major revisions to Rule
431, Margin Requirements. (See Securities Exchange Act Release No. 34-24144). Exhibit A outlines the
major areas of Change. The text of the actual amendments to Rules 431 and 432 is contained in Exhibit B.

Member organizations must implement the amended requirements by September 1, 1987. However, the new
requirements may be utilized by member organizations after June 1, 1987 provided all of the changes are
adopted in their entirety.

On February 27, 1987, the SEC under the same release approved an additional amendment to Rule 431
adopting separate margin requirements for mortgage related securities covered by Section 3(a)(41) of the
Securities Exchange Act of 1934. This amendment [See Rule 431 (a)(2)(C)] sets the required margin for such
mortgage related securities at 5% of their current market value for transactions in “exempt accounts.” Member
organizations may implement these requirements immediately, but in no event later than September 1, 1987.

Inquiries regarding these amendments should be directed to Richard Nowicki (212 656-7683, Steven Levine
(212) 656-7080 or Patricia Neil (212) 656-5227, 22nd Floor, 20 Broad Street, New York, New York 10005.

James F. Swartz, Jr.

Vice President

Exhibit A

RULE 431 - HIGHLIGHTS

- The major areas of change in the Rule are indicated below. [The rule citation is indicated in brackets].

• General - requires that formalized procedures be established by all-member organizations to (1) review
credit risks, (2) formulate firm requirements and (3) institute higher maintenance margins where appropriate.
[(d)]

• U.S. Government obligations - replaces the existing 5% of principal amount requirement with a sliding scale
of requirements ranging from 1% to 6% of current market value depending on time to maturity. However, on
zero coupon bonds a minimum requirement of 3% of the principal amount is imposed. [(e)(2)(A)]

• Municipal securities - reduces requirement from 25% to 15% of market value with a minimum requirement of
7% of principal. [(e)(2)(B)]

• Non-convertible corporate debt securities (eligible for “good faith” margin under Regulation T.) - reduces
requirement from 25% to 20% of the current market value with a minimum requirement of 7% of principal. [(e)
(2)(C)]
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• Accrued Interest (on bonds) - may be used as an offset to maintenance margin required. [(e)(2)(D)(i)]

• Accounts of Specialists or Market-Makers and of OTC Market-Makers and Third Market-Makers - permits
member organizations to carry these accounts upon a margin basis satisfactory to both parties, provided,
the carrying organization takes a capital charge for the difference between the equity in the account and the
margin required by the Rule. [(e)(5)(A)]

• Proprietary positions of other broker/dealers - permits member organizations to carry these accounts on
a mutually satisfactory margin basis, provided, a capital charge for the difference between the equity in the
account and the margin required by the Rule is taken by the carrying organization. [(e)(6)]

• Control and restricted securities - increases the amount that can e margined subject to capital and
concentration charges. [(e)(8)(C)]

• Guaranteed accounts - imposes a capital charge when one or more accounts are guaranteed by another
account and the total margin deficiencies guaranteed exceed 10% of the member organization's excess Net
Capital. [(f)(4)]

• Maintenance margin - required to be obtained within fifteen business days. [(f)(6)]

• Special initial margin requirements - allows the Exchange greater discretion to impose higher initial or
maintenance requirements, as circumstances may warrant. [(f)(8)(A)]

• Rule 432, “Daily Record of Required Margin” - amended to conform to changes made in Rule 431. [ Rule
432(a) and (b)]

New language underscored or otherwise indicated

Deleted language [bracketed]

Amended Rules 431 and 432

Rule 431. Margin Requirements

(a) Definitions

For purposes of this Rule, the following terms shall have the meanings specified below:

(1) The term “current market value” means the total cost or net proceeds of a security on the day it was
purchased or sold or at any other time the preceding business day's closing price as shown by any regularly
published reporting or quotation service. If there is no closing price, a member organization may use a
reasonable estimate of the market value of the security as of the close of business on the preceding business
day.

(2) The term “customer” means any person for whom securities are purchased or sold or to whom securities
are purchased or sold whether on a regular way, when issued, delayed or future delivery basis. It will also
include any person for whom securities are held or carried and to or for whom a member organization
extends, arranges or maintains any credit. The term will not include a broker or dealer from whom a security
has been purchased or to whom a security has been sold for the account of the member organization or its
customers.

(3) The term “designated account” means the account of a bank, trust company, insurance company,
investment trust, state or political subdivision thereof, charitable or nonprofit educational institution regulated
under the laws of the United States or any state, or pension or profit sharing plan subject to ERISA or of an
agency of the United States or of a state or a political subdivision thereof.

(4) The term “equity” means the customer's ownership interest in the account, computed by adding the
current market value of all securities “long” and the amount of any credit balance and subtracting the current
market value of all securities “short” and the amount of any debit balance.
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(5) The term “exempted security” or “exempted securities” has the meaning as in Section 3(a)(12) of the
Securities Exchange Act of 1934.

(6) The term “margin” means the amount of equity to be maintained on a security position held or carried in
an account.

(7) The term “Person” has the meaning as in Section 3(a)(9) of the Securities Exchange Act of 1934.

(b) [(a)] Initial margin [rule]

For the purpose of effecting new securities transactions and commitments, the customer shall be required to
deposit margin [required] in cash and/or securities in the account which shall be at least the greater of:

(1) the amount specified in [the regulations] Regulation T of the Board of Governors [Directors] of the Federal
Reserve System, or

(2) the amount specified in section (c) [paragraph (b)] of this Rule, or

(3) such greater amount as the Exchange may from time to time require for specific securities, or [with]

(4) [a minimum] equity [in the account] of at least $2,000 except that cash need not be deposited in excess of
the cost of any security purchased[.] (this [The foregoing minimum] equity and cost of purchase provision[s]
shall not apply to “when distributed” securities in a cash account[s and the exercise of rights to subscribe]).

[For the purpose of this Rule, the term customer shall include any person or entity for whom securities are
purchased or sold or to whom securities are sold or from whom securities are purchased whether on a
regular way, when issued, delayed or future delivery basis. It will also include any person or entity for whom
securities are held or carried. The term will not include a broker or dealer from whom a security has been
purchased or to whom a security has been sold for the account of the member organization or its customers.]

Withdrawals of cash or securities may be made from any account which has a debit balance, “short”
position[,] or commitments, provided [that] it is in compliance with Regulation T of the Board of Governors
of the Federal Reserve System and after such withdrawal the equity in the account is at least the greater of
$2,000 or [the] an amount sufficient to meet [required by] the maintenance margin requirement s of this Rule.

(c) [(b)] Maintenance margin [rule]

The margin which must be maintained in margin accounts of customers [, whether members, allied members,
member organizations or non-members,] shall be as follows:

(1) 25% of the current market value of all securities “long” in the account; plus

(2) $2.50 per share or 100% of the current market value, [in cash,] whichever amount is greater, of each stock
“short” in the account selling at less than $5.00 per share; plus

(3) $5.00 per share or 30% of the current market value, [in cash,] whichever amount is greater, of each stock
“short” in the account selling at $5.00 per share or above; plus

(4) 5% of the principal amount or 30% of the current market value, [in cash,] whichever amount is greater, of
each bond “short” in the account.

(d) Additional margin Procedures shall be established by member organizations to:

(1) review limits and types of credit extended to all customers,

(2) formulate their own margin requirements, and

(3) review the need for instituting higher margin requirements, mark-to-markets and collateral deposits than
are required by this Rule for individual securities or customer accounts.

(e) [(c)] Exceptions to Rule

The foregoing requirements of this Rule are subject to the following exceptions:
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(1) Offsetting “Long” and “Short” Positions [in Exchangeable or Convertible Securities]. - When a security
carried in a “long” position is exchangeable or convertible within a reasonable time, without restriction other
than the payment of money, into a security carried in a “short” position for the same customer, the [minimum]
margin to be maintained on such positions shall be 10% of the current market value of the “long” securities.
When the same security is carried “long” and “short” the margin to be maintained on such positions shall
be 5% of the current market value of the “long” securities. In determining such margin requirement s “short”
positions shall be marked to the market.

(2) Exempted Securities and Marginable Corporate Debt Securities.

[(A) Positions in United States Government Obligations. - The minimum margin on any positions in obligations
issued or unconditionally guaranteed as to principal or interest by the United States Government shall be 5%
of the principal amount of such obligations, unless the Exchange, upon written application to Regulation &
Surveillance, grants a lower requirement in the case of a particular issue.]

(A) Obligations of the United States. - On net “long” or net “short” positions in obligations (including zero
coupon bonds, i.e., bonds with coupons detached or non-interest bearing bonds) issued or guaranteed as to
principal or interest by the United States Government or issued or guaranteed by corporations in which the
United States has a direct or indirect interest as shall be designated for exemption by the Secretary of the
Treasury, the margin to be maintained shall be the percentage of the current market value of such obligations
as specified in the applicable category below:

(i) Less than one year to maturity, 1%

(ii) One year but less than three years to maturity, 2%

(iii) Three years but less than five years to maturity, 3%

(iv) Five years but less than ten years to maturity, 4%

(v) Ten years but less than twenty years to maturity, or 5%

(vi) Twenty years or more to maturity. 6%

Notwithstanding the above, on zero coupon bonds with five years or more to maturity the margin to be
maintained shall not be less than 3% of the principal amount of the obligation.

When such obligations other than United States Treasury bills are due to mature in thirty calendar days or
less, a member organization, at its discretion, may permit the customer to substitute another such obligation
for the maturing obligation and use the margin held on the maturing obligation to reduce the margin required
on the new obligation, provided the customer has given the member organization irrevocable instructions to
redeem the maturing obligation.

[(B) Positions in “Exempted Securities” Other Than Obligations of the United States Government - The
minimum margin on any positions in such obligations shall be 15% of the principal amount of such obligations
or 25% of the market value, whichever amount is lower, unless the Exchange, upon written application to
Regulation & Surveillance, grants a lower requirement in the case of a particular issue.

(The term “exempted securities” has the meaning given it in section 2(g) of Regulation T of the Board of
Directors of the Federal Reserve System.)]

(B) All Other Exempted Securities. - On any positions in exempted securities other than obligations of the
United States, the margin to be maintained shall be 15% of the current market value or 7% of the principal
amount of such obligation, whichever amount is greater.

(C) Non-Convertible Corporate Debt Securities. - On any positions in non-convertible corporate debt
securities, which are listed or traded on a registered national securities exchange or qualify as an “OTC
margin bond”, as defined in Section 220.2(r) of Regulation T of the Board of Governors of the Federal
Reserve System, the margin to be maintained shall be 20% of the current market value or 7% of the principal
amount, whichever amount is greater, except on mortgage related securities as defined in Section 3(a)(41) of
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the Securities Exchange Act of 1934 the margin to be maintained for an exempt account shall be 5% of the
current market value.

For purposes of this paragraph (e)(2)(C), an exempt account shall be defined as a member organization,
non-member broker/dealer, “designated account” or any person having net tangible assets of at least sixteen
million dollars.

(D) Special Provisions. - Notwithstanding the foregoing in this sub-section (e)(2),

(i) A member organization may, at its discretion, permit the use of accrued interest as an offset to the
maintenance margin required to be maintained, and

(ii) The Exchange, upon written application, may permit lower margin requirements on a case-by-case basis.

(E) [(C)] Cash Transactions With Customers. - [Special Provisions. -] When a customer purchases an issued
[“]exempted[”] security from or through a member organization[,] in a cash account, full payment shall be
made promptly. If, however, delivery or payment therefor is not made promptly after the trade date, a deposit
shall be required as if it were a margin transaction, unless it is a transaction with a [bank, trust company,
insurance company, investment trust or charitable or non-profit educational institution] “designated account”.

[In connection with] On any [net] position resulting from a[ny] transaction in issued [“]exempted[”] securities
made for a member organization, or a non-member broker/dealer, or made for or with a [bank, trust company,
insurance company, investment trust or charitable or non-profit educational institution] “designated account”,
no margin need be required and such [net] position need not be marked to the market. However, where such
[net] position is not marked to the market, an amount equal to the loss at the market in such position shall be
deducted [considered as cash required to provide margin) in computing [the computation of] the Net Capital
of the member organization under the Exchange's Capital Requirements.

(3) Joint Accounts in Which the Carrying Organization or a Partner or Stockholder Therein Has an Interest. -
In the case of a joint account carried by a member organization, in which such organization, or any partner,
member, allied member or any stockholder (other than a holder of freely transferable stock only) of such
member organization participate s with others, [the interest of] each participant other than the carrying
member organization shall maintain an equity with respect to such interest [be margined by each such
participant] pursuant to the margin provisions of the Rule as if such interest were in a separate account.

The Exchange will consider requests for exemption from the provisions of this sub-section (e)(3) [paragraph],
provided

(A) the account is confined exclusively to transactions and positions in exempted securities [, as defined in
Section 2(g) of Regulation T of the Board of Directors of the Federal Reserve System]; or

(B) the account is maintained as a Market Functions [Special Miscellaneous] Account conforming to
the conditions of Section 220.12(e) (Odd-lot dealers) [4(f)(4)] of Regulation T of the Board of Governors
[Directors] of the Federal Reserve System; or

(C) the account is maintained as a Market Functions [Special Miscellaneous] Account conforming to the
conditions of Section 220.12(c) (Underwritings and distributions) [4(f)(5)] of Regulation T of the Board of
Governors [Directors] of the Federal Reserve System [and is confined exclusively to transactions and
positions in

(i) serial equipment trust certificates, or

(ii) interest-bearing obligations which are the subject of a primary distribution and which are covered by the
first four ratings of any nationally known statistical service]

and each other participant margins his share of such account on such basis as the Exchange may prescribe.

[(4) Offsetting “Long” and “Short” Positions in the Same Security. - No margin shall be required on either
position if delivery has been made by the use of the “long” securities. Otherwise the minimum margin shall

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

426

http://prod.resource.cch.com/resource/scion/citation/pit/ACT34%7B%23%23plus%23%23%7D3%28a%29%2841%29/EGG-SEL?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


be 10% of the market value of the “long” securities. In determining such margin requirement “short” positions
shall be marked to the market.]

(4) [(5)] International Arbitrage Accounts. - International arbitrage accounts for non-member foreign brokers
or dealers [correspondents] who are members of a foreign securities exchange [registered with and approved
by the Exchange] shall not be subject to this Rule. The amount of any deficiency between the equity in such
an account an the margin required by the other provisions of this Rule shall be deducted in computing the
Net Capital of the member organization under the Exchange's Capital Requirements. [In computing, under
the Exchange's Capital Requirements, the Net Capital of any member organization carrying such an account
which is not margined in accordance with the maintenance requirements hereof, the Exchange will consider
as a debit item any difference between the minimum amount of margin computed in accordance with those
requirements and the margin in such account.]

(5) [(6)] Specialists' and Market Makers' Accounts. -

(A) A member organization may carry the account of an approved specialist or market maker”, which account
is limited to specialist or market making transactions, including option hedge transactions established
pursuant to the requirements of Rule 105, upon a margin basis which is satisfactory to both parties. [The
account of a member in which are effected only transactions in securities in which he is registered and acts
as a specialist may be carried upon a margin basis which is satisfactory to the specialist and the member
organization.] The amount of any deficiency between the equity in the account [margin deposited by the
specialist] and the margin required by the other provisions of this Rule shall be deducted [considered
as a debit item] in computing [the computation of] the Net Capital of the member organization under the
Exchange's Capital Requirements.

For the purpose of this paragraph (e)(5)(A), the term “approved specialist or market maker” means either:

(i) a specialist or market maker, who is deemed a specialist for all purposes under the Securities Exchange
Act of 1934 and who is registered pursuant to the rules of a national securities exchange; or

(ii) an OTC market maker or third market maker, who meets the requirements of Section 220.12(d) of
Regulation T of the Board of Governors of the Federal Reserve System.

(B) In the case of a joint account[s] carried by a member organization[s] in accordance with paragraph (e)
(5)(A) above [for specialist,] in which the member organization[s] participates, the equity maintained in the
account [margin deposited] by the other participants may be in any amount which is mutually satisfactory.
The amount of any deficiency between the equity maintained in the account [amount deposited] by the other
participant s [, or participants, based upon] and their proportionate share of the margin required by the other
provisions of this Rule, shall be deducted [considered as a debit item] in computing [the computation of] the
Net Capital of the member organization under the Exchange's Capital Requirements.

(6) Broker/Dealer Accounts. - A member organization may carry the proprietary account of another broker/
dealer, which is registered with the Securities and Exchange Commission, upon a margin basis which is
satisfactory to both parties, provided the requirements of Regulation T of the Board of Governors of the
Federal Reserve System are adhered to and the account is not carried in a deficit equity condition. The
amount of any deficiency between the equity maintained in the account and the margin required by the other
provisions of this Rule shall be deducted in computing the Net Capital of the member organization under the
Exchange's Capital Requirements.

(7) Nonpurpose Credit [Loan Accounts]. - In a nonsecurities credit [nonpurpose loan] account, a member
organization may extend and maintain nonpurpose credit to or for any customer without collateral or on any
collateral whatever, provided:

(A) the account is recorded separately and confined to the transactions and relations specifically authorized
by Regulation T of the Board of Governors of the Federal Reserve System;
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(B) the account is not used in any way for the purpose of evading or circumventing any regulation of the
Exchange or of the Board of Governors of the Federal Reserve System; and

(C) the amount of any deficiency between the equity in the account [margin deposited by the customer] and
the margin required by the other provisions of this Rule shall be deducted [considered as a debit item] in
computing [the computation of] the Net Capital of the member organization under the Exchange's Capital
Requirements.

(The term “nonpurpose credit [loan]” [has the meaning given it] means an extension of credit other than
“purpose credit”, as defined in Section[s] 220.2(u) [4(f)(8) and 7(c)] of Regulation T of the Board of Governors
o the Federal Reserve System.)

(8) Shelf-Registered, Control and Restricted Securities.

(A) Shelf-Registered Securities. - The [margin which must] equity to be maintained in margin accounts of
customers or securities which are the subject of a current and effective registration for a delayed offering
(shelf-registered securities) shall be at least the amount of margin required by section (c) [paragraph (b)] of
this Rule, provided the member organization:

(i) obtains a current prospectus in effect with the Securities and Exchange Commission, meeting the
requirements of Section 10 of the Securities Act of 1933, covering such securities;

(ii) has no reason to believe the Registration Statement is not in effect or that the issuer has been delinquent
in filing such periodic reports as may be required of it with the Securities and Exchange Commission and is
satisfied that such registration will be kept in effect and that the prospectus will be maintained on a current
basis; and

(iii) retains a copy of such Registration Statement, including the prospectus, in an easily accessible place in
its files[: and].

[(iv) values such securities more conservatively than securities of the same class which are freely traded,
in the light of current market prices, the amount which might be realized upon liquidation, unusually rapid
or volatile changes in value or volume and other business considerations deemed appropriate under the
circumstances in determining fair value.]

Shelf-registered securities which do not meet all the conditions prescribed above shall have no value for
purposes of this Rule. (Also see paragraph (e)(8)(C) [of this sub-section (8)].)[.]

(B) Control and Restricted Securities. - The [margin which must) equity [be maintained] in [margin] accounts
of customers for control securities and other restricted securities of issuers who continue to maintain a
consistent history of filing annual and periodic reports in timely fashion pursuant to the normal continuous
disclosure system under the Securities Exchange Act of 1934, which are [saleable under] subject to Rule[s]
144 or 145(d) of the Securities Act of 1933, shall be 40% of the current market value of such securities “long”
in the account, provided the member organization:

(i) in computing Net Capital under Rule 325, deducts any [cash] margin deficiencies in customers' accounts
based upon a margin requirement as specified in sub-paragraph (C)(iv) of this sub-section (e)(8) [of 25%]
for such securities and values only that amount of such securities which are then [readily] saleable under
Rule[s] 144 or 145(d) of the Securities Act of 1933 in conformity with all of the applicable terms and conditions
thereof, for purposes of determining such deficiencies; and

(ii) makes volume computations necessary to determine the amount of securities then saleable under Rule[s]
144 or 145(d) of the Securities Act of 1933 on a weekly basis or at such [greater] frequency as the member
organization and/or the Exchange may deem appropriate under [in] the circumstances[; and].

[(iii) values such securities more conservatively than securities of the same class which are freely traded,
in the light of current market prices, the amount which might be realized upon liquidation, unusually rapid
or volatile changes in value or volume and other business considerations deemed appropriate under the
circumstances in determining fair value.]
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(Also see paragraph (e)(8)(C) [of this subsection (8)].)[.]

(C) Additional Requirements on Shelf-Registered Securities and Control and Restricted Securities.
[Notwithstanding the provisions of paragraphs (A) and (B) of this subsection (8),] A member organization
extending credit on shelf-registered, control and other restricted securities in margin-accounts of customers
shall be subject to the following additional requirements:

[(i) The credit extended to all customers on such securities may not in the aggregate exceed a percentage
of the member organization's excess Net Capital as prescribed from time to time by the Exchange but in any
event no greater than 25% of its excess Net Capital. The amount of the total credit extended, which has been
deducted in computing Net Capital, need not be included in calculating this limitation.]

(i) [(iv)] The Exchange may at any time require reports from member organizations showing relevant
information as to the amount of credit extended on shelf-registered, control and restricted securities and the
amount, if any, deducted from [charged to] Net Capital due to such security positions.

(ii) The aggregate credit agreed to be and actually extended to all customers on control and restricted [such]
securities of any one issue[r may not in the aggregate] that exceed s 10% [5%] of the member organization's
excess Net Capital shall be deducted from Net Capital or purposes of determining a member organization's
status under Rule 326. The amount of such aggregate [the total] credit extended, which has been deducted
in computing Net Capital under Rule 325, need not be included in this calculat ion [ing this limitation]. The
Exchange, upon written application, may reduce he deduction to Net Capital under Rule 326 to 25% of
such aggregate credit extended on those positions that exceed 10% but are less than 15% of the member
organization's excess Net Capital.

(iii) The aggregate credit extended on all [such] control and restricted securities reduced by the amount of
credit extended which has been deducted in computing Net Capital under Rule 325[,] shall be deducted from
Net Capital on the following basis for purposes of determining a member organization's status under Rule
326: [.]

(1) To the extent such net amount of credit extended does not exceed 50% of a member organization's
excess at Capital, 25% of such net amount of credit extended, and

(2) 100% of such net amount of credit extended which exceeds 50% of a member organization's excess Net
Capital.

(iv) Concentration Reduction. - A concentration exists whenever the aggregate position in control and
restricted securities of any one issue exceeds (1) 10% of the outstanding shares or (2) 100% of the average
weekly volume during the preceding three month period. Where a concentration exists, for purposes of
computing sub-paragraph (B)(i) of this sub-section (e)(8), the margin requirement on such securities shall be,
based on the greater of (1) or (2) above, as specified below:

Percent of                      Percent of

Outstanding                 or  Average Weekly                     Margin

Shares                          Volume                             Requirement

Up to 10%                       Up to 100%                          25%

Over 10% and under 15%          Over 100% and under 200%            30%
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15% and under 20%               200% and under 300%                 45%

20% and under 25%               300% and under 400%                 60%

25% and under 30%               400% and under 500%                 75%

30% and above                   500% and above                     100%

(v) The amount to be deducted from Net Capital for purposes of determining a member organization's status
under Rule 326, pursuant to this paragraph (e)(8)(C), shall not exceed 100% of the aggregate credit extended
reduced by any amount deducted in computing Net Capital under Rule 325.

(D) Restricted Securities. - Securities either:

(i) held by non-affiliates of the issuer which are then saleable by the non-affiliate pursuant to the terms and
conditions of Rule 144(k) under the Securities Act of 1933, or

(ii) which have been acquired by non-affiliates of the issuer in connection with a Rule 145(a) transaction under
the Securities Act of 1933 which are then saleable by such non-affiliate pursuant to the terms and conditions
of Rule 145(d)(2) or (d)(3) under such Act,

shall not be subject to the provisions of this sub-section (e)(8), provided that the issuer continues to maintain
a consistent history of filing annual and periodic reports in timely fashion pursuant to the formal continuous
disclosure system under the Securities Exchange Act of 1934.

(f) [d] Other Provisions

(1) Determination of Value for Margin Purposes. - Active securities dealt in on a [recognized] national
securities exchange shall, for margin purposes, be valued at current market rices. Other securities shall be
valued conservatively in [the light] view of current market prices and the amount which might be realized upon
liquidation. Substantial additional margin must be required in all cases where the securities carried in “long”
or “short” positions are subject to unusually rapid or violent changes in value, or do not have an active market
on a [recognized] national securities exchange, or where the amount carried is such that the position(s) [it]
cannot be liquidated promptly.

(2) Puts, Calls and Other Options.

(A) Except as provided below, no put or call carried for a customer shall be considered of any value for the
purpose of computing the margin [required] to be maintained in the account of such customer.

(B) The issuance, guarantee or sale (other than a “long” sale) for a customer of a put or a call shall be
considered [as] a security transaction subject to section (b) [paragraph (a)] of this Rule.

(C) For purposes of this sub-section [paragraph (d)] (f)(2), obligations issued by the United States
Government shall be referred to as United States Government obligations. Mortgage pass-through obligations
guaranteed as to timely payment of principal and interest by the Government National Mortgage Association
shall be referred to as GNMA obligations. The terms “current market value” or “current market price” of an
option shall mean the total cost or net proceeds of the option contract on the day the option was purchased
or sold and at any other time shall be the preceding business day's closing price of that option (times the
appropriate unit of trading or multiplier) as shown by any regularly published reporting or quotation service.
The term “exercise settlement amount” shall mean the difference between the “aggregate exercise price” and
the “aggregate current index value” (as such terms are defined in [Article XVII of] the pertinent By-Laws of the
Options Clearing Corporation).
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The term “stock option (contract)” shall mean an option contract on a single stock. The term “index stock
group option (contract)” shall mean an option contract on an index stock group. The definitions contained in
section (b) of Rule 700, “Applicability, Definitions and References”, shall apply to the terms used in this sub-
section [paragraph (d)] (f)(2).

A “registered clearing agency” shall mean a clearing agency as defined in Section 3(a)(23) of the Securities
Exchange Act of 1934 that is registered with the Securities and Exchange Commission pursuant to Section
17A(b) (2) of the Act.

(D) The margin required on any put or call issued, guaranteed or carried “short” in a customer's account shall
be:

(D) (i) through (G)(i) unchanged.

(G)

(ii) Where a call that is issued by a registered clearing agency is carried “long” for a customer's account
and the account is also “short” a call issued by a registered clearing agency, expiring on or before the date
of expiration of the “long” listed call and[,] written on the same GNMA obligation in the principal amount of
$100,000, the margin required on the “short” call shall be the lower of (1) the margin required pursuant to sub-
paragraph (f)(2) (D)(ii) above or (2) the amount, it any, by which the exercise price of the “long” call exceeds
the exercise price of the “short” call multiplied by the appropriate multiplier factor set forth below.

Where a put that is issued by a registered clearing agency is carried “long” for a customer's account and
the account is also “short” a put issued by a registered clearing agency, expiring on or before the date of
expiration of the “long” listed put and[,] written on the same GNMA obligation in the principal amount of
$100,000, the margin required on the “short” put shall be the lower of (1) the margin required pursuant to sub-
paragraph (f)(2) (D)(ii) above or (2) the amount, if any, by which the exercise price of the “short” put exceeds
the exercise price of the “long” put multiplied by the appropriate multiplier factor set forth below.

For purposes of this subparagraph [(d)] (f) (2)(G) (ii), the multiplier factor to be applied shall depend on the
then current highest qualifying rate as defined by the rules of the national securities exchange or national
securities association on or through which the option is listed or traded. If the then current highest qualifying
rate is less than 8%, the multiplier factor shall be 1; if the then current highest qualifying rate is greater than
or equal to 8% but less than 10%, the multiplier factor shall be 1.2; if the then current highest qualifying rate
is greater than or equal to 10% but less than 12%, the multiplier factor shall be 1.4; if the then current highest
qualifying rate is greater than or equal to 12%[,] but less than 14%, the multiplier factor shall be 1.5; if the
then current highest qualifying rate is greater than or equal to 149.[,] but less than 16%, the multiplier factor
shall be 1.6; and if the then current highest qualifying rate is greater than or equal to 16%[,] but less than or
equal to 18%, the multiplier factor shall be 1.7. The multiplier factor or factors for higher qualifying rates shall
be established by the Exchange as required.

(H) (i) and (ii) unchanged.

[(H)] (iii) In determining net “long” and net “short” positions, for purposes of sub-paragraphs (f)(2) (H)(i) and
(ii) above, offsetting “long” and “short” positions in exchangeable or convertible securities (including warrants)
or in the same security, as discussed in sub-section (e)(1) [Paragraphs (c)(1) and (c)(4)] of this Rule, shall
be deducted. In computing margin on such an existing net security position carried against a put or call, the
current market price to be used shall not be greater than the exercise price in the case of a call or less than
the current market price in the case of a put and the required margin shall be increased by any unrealized
loss.

(H) (iv) through (I) unchanged.

(J) Notwithstanding the other provisions of this sub-section (f) [paragraph (d)](2), a member organization may
clear and carry the listed option transactions of one or more registered specialists, registered market makers
or registered traders in options (which registered traders are deemed specialists for all purposes under the
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Securities Exchange Act of 1934 pursuant to the rules of a national securities exchange), upon a margin
basis satisfactory to the concerned parties, provided that all real and potential risks in accounts carried under
such arrangements are at all times adequately covered by the margin maintained [deposited] in the account
or in the absence thereof, by the carrying member organization's excess Net Capital Under Rule 325.

Securities, including options, in such accounts shall be valued conservatively in the light of current market
prices and the amount which might be realized upon liquidation. Substantial additional margin must be
required or excess Net Capital maintained in all cases where the securities carried: (i) [(a)] are subject to
unusually rapid or violent changes in value including volatility in the expiration months of options, (ii) [(b)]
do not have an active market, or (iii) [(c)] in one or more or all accounts, including proprietary accounts
combined, are such that they cannot be liquidated promptly or represent undue concentration of risk in view
of the carrying organization's Net Capital and its overall exposure to material loss.

(K) Unchanged

(3) “When Issued” and “When Distributed” Securities.

(A) Margin Accounts. - The [minimum amount of] margin to be maintained on any transaction or net position
in each “when issued” security shall be the same as if such security were issued.

Each position in a “when issued” security shall be margined separately and any unrealized profit shall be of
value only in providing the amount of margin required on that particular position.

When an account has a “short” position in a “when issued” security and there are held in the account
securities [in respect of] upon which the “when issued” security may be issued, such “short” position shall be
marked to the market and the balance in the account shall for the purpose of this Rule be adjusted for any
unrealized loss in such “short” position.

(B) Cash Accounts. - [In connection with] On any transaction or net position resulting from contracts for a
“when issued” security in an account other than that of a member organization, non-member broker/[or]
dealer[, bank, trust company, insurance company, investment trust, or charitable or non-profit educational
institution,] or a “designated account”, equity must be maintained [deposits shall be required] equal to the
margin required were such transaction or position in a margin account.

[In connection with] On any net position resulting from contracts for a “when issued” security made for or with
a non-member broker/[or] dealer, no margin need be required, but such net position must be marked to the
market.

[In connection with] On any net position resulting from contracts for a “when issued” security made for a
member organization or for or with a [bank, trust company, insurance company, investment trust, or charitable
or non-profit educational institution] “designated account”, no margin need be required and such net position
need not be marked to the market. However, where such net position is not marked to the market, an amount
equal to the loss at the market in such position shall be deducted [considered as cash required to provide
margin] in computing [the computation of] the Net Capital of the member organization under the Exchange's
Capital Requirements.

The provisions of this [sub-] paragraph shall not apply to any position resulting from contracts on a “when
issued basis in a security

(i) which is the subject of a primary distribution in connection with a bona fide offering by the issuer to the
general public for “cash”, or

(ii) which is exempt by the Exchange as involving a primary distribution.

The term “when issued” as used herein also means “when distributed[.]”.

(4) Guaranteed Accounts. - Any account guaranteed by another account may be consolidated with such
other account and the [required] margin to be maintained may be determined on the net position of both
accounts, provided the guarantee is in writing and permits the member organization carrying the account,
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without restriction, to use the money and securities in the guaranteeing account to carry the guaranteed
account or to pay any deficit therein; and provided further that such guaranteeing account is not owned
directly or indirectly by (a) a partner, member, allied member or any stockholder (other than a holder of freely
transferable stock only) in the organization carrying such account or (b) a member, member organization,
a partner, allied member[,] or any stockholder (other than a holder of freely transferable stock only) therein
having a definite arrangement for participating in the commissions earned on the guaranteed account.
However, the guarantee of a limited partner or of a holder of non-voting stock, if based upon his resources
other than his capital contribution to or other than his interest in a member organization, is not affected by
the foregoing prohibition, and such a guarantee may be taken into consideration in computing margin to be
maintained in the guaranteed account.

When one or more accounts are guaranteed by another account and the total margin deficiencies guaranteed
by any guarantor exceeds 10% of the member organization's excess Net Capital, the amount of the margin
deficiency being guaranteed in excess of 10% of excess Net Capital shall be deducted in computing the Net
Capital of the member organization under the Exchange's Capital Requirements.

(5) Consolidation of Accounts. - When two or more accounts are carried for a customer [any person or entity],
the [required] margin to be maintained may be determined on the net position of said accounts, provided the
customer has consented that the money and securities in each of such accounts may be used to carry [,] or
pay any deficit in [,] all such accounts.

(6) Time Within Which Margin [,Deposit] or “Mark to Market” Must Be Obtained. - The amount of margin
[,deposit] or “mark to market” required by any provision of this Rule shall be obtained as promptly as possible
and in any event within [a reasonable time] fifteen business days from the date such deficiency occurred,
unless the Exchange has specifically granted the member organization additional time.

(7) Practice of Meeting Regulation T Margin Calls by Liquidation Prohibited. - When a “margin call”, as
defined in Section 220.2(l) of Regulation T of the Board of Governors of the Federal Reserve System, is
required in a customer's account, no [member or] member organization shall permit a customer to make a
practice of [effecting transactions requiring margin and then] either deferring the deposit of cash or securities
[furnishing of margin] beyond the time when such transactions would ordinarily be settled or cleared, or
meeting [such demand for] the margin required by the liquidation of the same or other commitments in this]
the account.

This prohibition on liquidations shall only apply to those accounts that, at the time of liquidation, are not in
compliance with the equity to be maintained pursuant to the provisions of this Rule.

(8) Special Initial and Maintenance Margin Requirements. - [Unless the Exchange otherwise determines,
either generally or in particular instances -

If in any week, a 100 share unit common stock listed on the New York Stock Exchange has a round lot
reported volume of more than 200,000 shares and a price variation of more than 10%, after the beginning of
the next calendar week the initial margin which must be in the account before any new order is accepted in
that security shall be as follows:

50% if the weekly volume in that security was 20 times the average weekly volume for the preceding calendar
year, or more than 15% of total shares outstanding,

75% if the weekly volume in that security was 40 times the average weekly volume for the preceding calendar
year, or more than 25% of total shares outstanding,

100% if the weekly volume in that security was 100 times the average weekly volume for the preceding
calendar year, or more than 35% of total shares outstanding.

Thereafter, if the weekly volume in that security drops below these standards for three consecutive weeks the
special margin requirement shall at the beginning of the next calendar week be removed or reduced to such
lower requirements as then indicated.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

433

http://researchhelp.cch.com/License_Agreement.htm


This requirement shall apply only to customers whose trading shows a pattern of purchasing and selling the
same listed stock on the same day. However, the Exchange may, in the event a security is deemed volatile,
either at the time of establishing the special initial margin or subsequent thereto, require the special initial
margin of up to 100% to be deposited in all margin accounts on new transactions within 5 days of the trade
date.

“Weekly volume” is the sum of round lot reported trades from Friday's opening to Thursday's close, less
blocks exceeding 100,000 shares or 10% of shares outstanding, whichever is smaller. In weeks of less
than five business days, average daily volume will be projected to a five day basis. Average volume for
the preceding year will be the reported annual round lot volume divided by 52 and adjusted for splits. Price
variation is the percentage change between the Thursday closing prices of the preceding and current weeks.
In the case of foreign issues, “total shares outstanding” for purposes of this Rule will be holdings in the U.S.
evidenced either by American shares or American depository receipts.

In the case of new company admissions to dealings as well as mergers, combinations, etc., or
new incorporations or presently listed companies where either the previous year trading volume is
unrepresentative of the new company or no previous trading volume is available, the special margin
requirements shall be as determined by the Exchange.

For customers whose trading shows a pattern of purchasing and selling the same listed security on the same
day, the margin required to be in a margin account within five days following a day trade in any listed security
shall be that amount prescribed by the Exchange.)

(A) Notwithstanding the other provisions of this Rule, the Exchange may, whenever it shall determine that
market conditions so warrant, prescribe:

(i) higher initial margin requirements for the purpose of effecting new securities transactions and
commitments in accounts of customers with respect to specific securities traded on the Exchange,

(ii) higher maintenance margin requirements for accounts of customers with respect to any securities, and

(iii) such other terms and conditions as the Exchange shall deem appropriate relating to initial and/or
maintenance margin requirements for accounts of customers with respect to any securities.

(B) Day-Trading. - The term “day-trading” means the purchasing and selling of the same security on the same
day. A “day-trader” is any customer whose trading shows a pattern of day-trading.

Whenever day-trading occurs in a customer's margin account the margin to be maintained shall be the
margin on the “long” or “short” transaction, whichever occurred first, as required pursuant to the other
provisions of this Rule. When day-trading occurs in the account of a “day-trader” the margin to be maintained
shall be the margin on the “long” or “short” transaction, whichever occurred first, as required by Regulation T
of the Board of Governors of the Federal Reserve System or as required pursuant to the other provisions of
this Rule, whichever amount is greater.

(C) When the equity in a customer's account, after giving consideration to the other provisions of this Rule,
is not sufficient to meet the requirements of paragraph (f)(8)(A) or (B) additional cash or securities must be
received into the account to meet any deficiency within seven business days of the trade date.

(9) Free Riding in Cash Accounts Prohibited. - No [member or] member organization shall permit a customer
(other than a broker/dealer or [bank, trust company, insurance company, investment trust, or charitable
or non-profit educational institution] a “designated account”) to make a practice, directly or indirectly, of
effecting transactions in a cash account where the cost of securities purchased is met by the sale of the same
securities. No member organization shall permit [such] a customer to make a practice of selling securities
[which were purchased] with them in a cash account [at another member organization] which are to be
received against payment from another broker/dealer where such securities were purchased and are not yet
paid for. [A customer shall not be deemed to be continuing this practice if for a period of 90 days (or less with
the approval of the Exchange) no such transactions have taken place.] A member organization transferring
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an account which is [under restraint] subject to a Regulation T 90-day freeze to another member organization
shall inform the receiving member organization of [the restraint] such 90-day freeze.

The provisions of Section 220.8(c) of Regulation T of the Board of governors of the Federal Reserve System
dictate the prohibitions and exceptions against customers' free riding. Member organizations may apply to the
Exchange in writing for waiver of a 90-day freeze not exempted by Regulation T.

… Supplementary Material:

.10 Request for exemption from sub-section [Paragraph] (e)[(c)](3) of Rule 431[,] above. - Requests for
exemption from the provisions of sub-section [paragraph] (e)[(c)](3) should be submitted in writing to the
Exchange [Regulation & Surveillance] and, in addition to indicating the names and interests of the respective
participants in the joint account, should contain a statement that the conditions described in [clause]
paragraph (e)(3)(A), (B)[,(C)(i)] or (C)[(ii)] actually [obtain] exist.

In the case of an account conforming to the conditions described in [clause] paragraph (e)(3)(C), the
application should also include the following information as of the date of the request:

(A) complete description of the security;

(B) cost price, offering price and principal amount of obligations which have been purchased or may be
required to be purchased;

(C) date on which the security is to be purchased or on which there will be a contingent commitment to
purchase the security;

(D) approximate aggregate indebtedness;

(E) approximate Net Capital; and

(F) approximate total market value of all readily marketable securities (i) exempted[,] and (ii) non-exempted,
held in organization accounts, partners' capital accounts, partners' individual accounts covered by approved
agreements providing for their inclusion as partnership property, accounts covered by subordination
agreements approved by the Exchange and customers' accounts in deficit.

[.11 Transactions and positions in “conditional rights to subscribe.” - For the purpose of the initial and
maintenance margin requirements of Rule 431, no value shall be given to any “long” position in “conditional
rights to subscribe,” until such time as the conditions relating to the effectiveness of the rights to subscribe are
met.

The proceeds of sales of “conditional rights to subscribe” in margin accounts may not be given consideration
in computing the margin required by the Rule, nor may the proceeds of the sale be withdrawn, until the
conditions relating to the effectiveness of the rights to subscribe are met. (Note: A subsequent withdrawal
may be made only if the withdrawal is permissible at the time of the withdrawal.)

The proceeds of sales of “conditional rights to subscribe” in cash accounts may not be withdrawn, or given
consideration for other transactions, until the conditions relating to the effectiveness of the rights to subscribe
are met.

A member organization shall obtain from a customer additional funds or collateral to “mark to the market” any
loss resulting from a sale of “conditional rights to subscribe” when the securities, on which the “conditional
rights to subscribe” accrue, are not registered in the name of the organization carrying the account, or its
nominee, and the “conditional rights to subscribe” are not in the organization's possession.

Funds or securities deposited as “marks to market” are not to be considered when determining the status of a
customer's margin or cash account from the standpoint of Rule 431.]

Rule 432. Daily Record of Required Margin

(a) Each member organization carrying securities margin accounts for customers shall make [each day] a
record each day of every case in which, pursuant to the rules of the Exchange or [regulations] Regulation
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T of the Board of Governors [Directors] of the Federal Reserve System, initial or additional margin must be
obtained in a customer's account. The record shall show, for each account, the amount of margin so required
and the date [time] when and manner in which [the margin is furnished or obtained) cash or securities are
deposited or the margin requirements were otherwise complied with.

(b) Margin met by liquidation

Pursuant to Rule 431(f)(7), no [such] member organization shall permit a customer to make a practice
of effecting transactions requiring [such] initial [or additional] margin and then meeting [furnishing] the
margin required by liquidation of the same or other commitments; except that the provisions of this section
[paragraph] (b) shall not apply to any account carried on an omnibus basis as prescribed by [the Regulations]
Regulation T of the Board of Governors [Directors] of the Federal Reserve System.

… Supplementary Material:

.10 Form of record. - The Exchange has not prescribed a form for use in making and maintaining the record.

Individual entries will be deemed a “record” within the meaning of Rule 432(a), and such entries need not be
combined and kept as a separate record.

.20 Place where record is to be maintained. - A member organization whose customers' accounts are
carried on books located only at its main office should maintain the record at its main office. A[n] member
organization whose customers' accounts are carried on books located at two or more offices should keep the
record at each of such offices with respect to the customers' accounts carried on the books of such office.
The record must be kept available for inspection at the office at which it is maintained.

.30 Meaning of the term “customer[.]”. - For the purpose of Rule 432, the term “customer” [includes members,
member organizations, partners and stockholders therein, as well as non-members] has the same meaning
as in Rule 431(a).

Copyright 2019, NYSE Group, Inc. All rights reserved.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 87-9

Click to open document in a browser

March 3, 1987

  

Enforcement and Regulatory Standards

 TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: INDEX TO INFORMATION MEMOS

The Index to Information Memos, which covers all memos issued from 1976 through 1986, is attached for
your convenience.

James F. Swartz, Jr.

Vice President

                         

Attachment

                  INFORMATION MEMO INDEX

                       

1976 Through 1986

ABC Agreements (Rule 301)

•       Transfer of Membership                                                      

78-93

Abandoned Property

•       Reports to N.Y. State                                                       

76-8
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•       Requirements                                                                

78-14

Acceptability Proceedings

•       

Rule 308 adopted                                                            

76-40

Addresses of Members

•       Amendment to 

Rule 341                                                       

80-60

Advertising (Rule 472)

•       Rescission of 

Rules 471 and 

473                                             

77-9

•       In quotation sheets                                                         
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78-8

•       Voluntary Submission Fee                                                    

78-26

•       Pre-review of advertising                                                   

80-26

•       Options communications                                                      

80-27

•       Solicitation of customer testimonials                                       

81-37

•       Amendments to 

Rules 472,

474A and 

474B                                       

84-2

Allied Membership (Rule 304)

•       Changes                                                                     
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78-68

•       Examination Scheduling                                                      

80-44

•       Changes in Examination                                                      

80-63

•       Examination Rescission - New Procedures                                     

86-3

Allocation of Exercise Assignment Notices (Rule 781)                                

80-27

Amendments, Rescissions or Adoptions of NYSE Rules

(See also Page 22 for further information on certain rules)

•       

Rule 2 - Definition of “Member”…                                     

76-43

•       

Rule 3 - Definition of “security”                                           
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77-14

•       

Rule 13 - Definition of orders                                              

77-24

•       

Rule 15A - ITS “Trade-Throughs” and “Locked                                 

81-30, 

85-19

Markets”

•       

Rule 54 - Dealings on Floor - Persons                                       

77-50

•       

Rule 60 - Dissemination of Quotations                                       

78-48

•       
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Rule 85 - Cabinet Securities                                                

76-43

•       

Rule 90 - Dealings by Members on Exchange                                   

79-9

•       

Rule 91 - Taking or Supplying Securities Named                              

76-43, 

81-26

in order

•       

Rule 92 - Limitations on Members' Trading                                   

76-43

because of Customers' Orders

•       

Rule 96 - Limitations on Members' Trading                                   
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76-43

because of options

•       

Rule 97 - Limitations on Members' Trading                                   

76-5

because of Block Positioning

•       

Rule 97 - Easing Restrictions on Block Positioning                          

84-23

Firms

•       

Rule 98 - Restrictions on Approved Persons                                  

76-43, 

87-1

Associated with Specialist …

•       
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Rule 99 - Round-Lot Transactions of Odd-Lot                                 

76-43

Dealer and Broker

•       

Rule 102 - Options of odd-Lot Dealers                                       

76-43

•       

Rule 103A - Specialist Stock Reallocation                                   

79-38, 

83-9

•       

Rule 104 - Dealings by Specialists                                          

76-43, 

77-52

•       

Rule 105 - Specialists' Interest in Pools and                               
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76-43

Options

•       

Rule 107 - Registered Competitive Market-Makers                             

79-45, 

79-65, 

82-51

•       

Rule 108 - Limitation on Members' Bids and                                  

79-9

Offers

•       

Rule 112 - Restrictions on Registered Traders                               

76-43, 

79-9

•       
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Rule 113 - Specialists' Public Customers                                    

76-43

•       

Rule 114 - Minimum Size of a Specialist Unit                                

77-52

•       

Rule 115A - Orders at opening or in Unusual                                 

80-50

Situations

•       

Rule 123A - Miscellaneous Requirements                                      

77-24, 

80-17

•       

Rule 127 - Block Positioning                                                

76-5
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•       

Rule 134 - Differences and omissions - cleared                              

86-34

transactions

•       

Rules 151-

161 - Loans                                                       

85-9

•       

Rule 282 - Mandatory Buy-In                                                 

83-18

•       

Rule 283 - Members Closing Contracts-Procedures                             

78-60

•       

Rule 284 - Procedure for Closing Defaulted                                  
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83-18

Contract

•       

Rule 289 - Must Receive Delivery                                            

83-18

•       

Rule 296 - Liquidation of Securities Loans and                              

85-9

Borrowings

•       

Rule 301 - Proposed Transfer or Lease of                                    

78-93, 

82-59, 

82-60

Membership

•       
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Rule 308 - Acceptability Proceedings                                        

76-40

•       

Rule 311 - Formation and Approval of Member                                 

78-84

organizations

•       

Rule 312 - Changes Within Member Organizations                              

76-43, 

78-93

•       

Rule 313 - Submission of Partnership

Articles/Corporate Documents                                                        

76-43, 

80-10

•       
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Rule 314 - Interest in Business                                             

80-10, 

82-60

•       

Rule 317 - Participant in One Member                                        

76-43

Organization

•       

Rule 318 - Other Connections of Members and                                 

77-53, 

80-14, 

82-60

Allied Members

•       

Rule 319 - Fidelity Bonds                                                   

78-21, 
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82-29

•       

Rule 320 - Misc. Restrictions on Corporate                                  

76-43

Members

•       

Rule 323 - Corporate Limited Partnerships                                   

76-43

•       

Rule 325 - Capital Requirements …                                    

78-93, 

80-47, 

82-32

•       

Rule 326 - Growth/Business Reduction Capital                                

79-54, 
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82-32

Requirement

•       

Rule 328 - Sale-and-Leasebacks, Factoring …                          

80-66

Arrangements

•       

Rule 341 - Addresses of Members                                             

80-60

•       

Rule 343 - Offices - Sole Tenancy, Hours …                           

78-1

Certificates

•       

Rule 344 - Supervisory Analysts                                             

83-22
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•       

Rule 345 - Employees - Registration …                                

77-53, 

79-4, 

80-39,

                                                                                    

83-48

•       

Rule 346 - Limitations - Employment and                                     

77-53, 

82-60

Association with Members …

•       

Rule 349 - Representatives of the Press                                     

82-60

•       
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Rule 350 - Compensation or Gratuities                                       

77-53, 

78-9, 

78-56

•       

Rule 351 - Reporting Requirements                                           

78-84, 

79-16, 

79-32,

                                                                                    

80-16

•       

Rule 357 - Retention of Communications                                      

78-8

•       

Rule 382 - Carrying Agreements                                              
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2-18, 

83-7

•       

Rule 387 - COD Orders                                                       

82-13, 

82-58

•       

Rule 390 - Market Responsibility                                            

78-11

•       

Rules 390-

396 - Special Offerings, Exchange and                             

77-50

Secondary Distribution

•       

Rule 402 - Customer Protection - Reserves and                               
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83-22

Custody of Securities

•       

Rule 403 - Bucket Shops                                                     

82-60

•       

Rule 404 - Individual Members Not to Carry                                  

82-60

Accounts

•       

Rule 405 - Diligence as to Accounts                                         

82-18, 

83-7

•       

Rule 409 - Statements of Accounts to Customers                              

76-35, 
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78-81, 

81-63,

                                                                                    

82-60

•       

Rule 410 - Records of Orders                                                

76-37, 

79-9

•       

Rule 411 - Erroneous Reports                                                

82-60

•       

Rule 412 - Customer Account Transfer Contracts                              

82-49, 

85-43, 

86-4,
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86-7, 

86-12, 

86-18

•       

Rule 415 - Accounts and Securities                                          

82-60

•       

Rule 420 - Reports of Borrowings/Loans for                                  

80-9, 

83-48

Capital Purposes

•       

Rule 421 - Periodic Reports                                                 

82-60

•       
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Rule 431 - Margin Requirements                                              

78-10, 

78-47, 

81-51,

                                                                                    

82-57, 

83-30,

                                                                                    

85-16, 

85-33

•       

Rule 432 - Daily Record of Required Margin                                  

82-60

•       

Rule 433 - Long Sales                                                       

83-48
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•       

Rule 437 - International Arbitrage                                          

78-19

•       

Rule 438 - Advertising in Quotation Sheets                                  

78-8

•       

Rule 440K - Prepayments on Sales                                            

82-60

•       

Rule 471 - Advertising                                                      

77-9

•       

Rule 472 - Communications with the Public                                   

79-11, 

84-2
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•       

Rule 473 - Radio, Television and Telephone                                  

77-9

Reports

•       

Rule 474A - Standards for Advertising …                              

79-11, 

84-2

•       

Rule 474B - Standards for Speaking Activities                               

84-2

•       

Rule 475 - Prohibition or Limitation with respect                           

78-45, 

80-10

to Access to Exchange
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•       

Rule 476 - Disciplinary Proceedings …                                

79-4, 

79-18

•       

Rule 476A - Adoption of New Rule (Fines for                                 

85-6, 

86-18, 

86-25

Minor Violations)

•       

Rule 477 - Retention of Jurisdiction - Failure to                           

79-4, 

80-16

Cooperate

American Stock Exchange
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•       Index options                                                               

83-17

•       Escrow letters to cover short broad-based stock                             

84-13

index options

Annual Maintenance Fee

•       For records of registered employees                                         

77-3

Approved Persons (Rule 304)

•       Interest in orders to purchase or sell                                      

76-43

•       Exchange regulation of                                                      

81-8, 

82-8, 

84-19

•       Questionnaire                                                               
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84-26

•       Restrictions on approved persons of specialists                             

87-1

Associated Persons

•       Exchange regulation of                                                      

81-8, 

84-19, 

84-26

Associations with Non-Securities Business

•       Request for comments                                                        

76-35

AT&T Divestiture

•       Stock Distribution                                                          

83-55, 

83-38

•       Special Capital and Margin Treatment                                        
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83-39

•       Deposit and Capital Treatment                                               

83-40

•       Changes to Cash Account Requirements                                        

83-41

•       New Agreements for exempt account deposit                                   

83-49

requirements

•       Advisory Opinion from Dept. of Labor under                                  

83-52

ERISA; Capital Charges

•       Settlement                                                                  

84-5, 

84-9

Audit Trail

•       Requirements                                                                
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84-20, 

85-37, 

85-40, 

86-27, 

86-31, 

89-33

Audits

•       SIPC Reports                                                                

76-10

•       Agreements and Notice RE: Annual                                            

76-48, 

77-47, 

78-87, 

79-61,

Audit                                                                               

80-53

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

466

http://prod.resource.cch.com/resource/scion/citation/pit/84-20/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/85-37/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/85-40/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/86-27/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/86-31/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/89-33/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/76-10/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/76-48/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/77-47/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/78-87/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/79-61/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/80-53/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


•       Requirements for Subsidiaries and Affiliates                                

77-8

Badge Numbers

•       Members                                                                     

79-19, 

79-24, 

81-41, 

86-33

Bearer Form

•       Definition for SDN collateral                                               

77-30

Block Transactions

•       Revision of 

Rules 97 and 

127                                                

76-5
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•       Front running of blocks                                                     

80-38, 

85-36

•       ITS Issue (block policy)                                                    

84-3

•       Revised of 

Rule 97                                                          

84-23

Blue Lights

•       At trading post                                                             

76-88

Books and Records

•       Floor Brokers                                                               

78-40

Branch Office Manager Exam (Rule 342)

•       Scheduling Information                                                      
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80-44

•       Charges in Examination                                                      

80-63

•       Discontinuance of Exam                                                      

84-6

British Gas PLC - ADRs

•       NYSE, SEC & FRB requirements                                                

86-40

British Telecommunications PLC

•       Margin and capital Requirements                                             

84-30

•       Loyalty bonus registration                                                  

85-3

•       Second Installment                                                          

85-17

•       Final Installment                                                           
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86-13

Business Activities

•       Notification of changes and effect on minimum                               

79-39

capital requirements

Business Affiliations

•       Information facility                                                        

78-61

Buy-Ins

•       Amendments to 

Rules 282, 

284 and 

289                                        

83-18

Cabinet Bonds

•       
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Rule 85                                                                     

76-43

Capital Requirements (See also 

SEC Rule 15c3-1)

•       Registered Traders                                                          

77-4

•       Specialists                                                                 

77-52

•       Foreign currencies - proposal                                               

78-16

•       Special Initial Margin (Rule 431)                                           

78-63

•       CFTC - Commodities                                                          

78-89, 

79-1

•       Commodity Amendments SEC Rule                                               
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79-37, 

81-21, 

81-39, 

82-36 

15c3-1

•       Minimum Requirements                                                        

79-39

•       Amendments and Proposed Amendments to                                       

80-35, 

80-42, 

80-64,

CFTC Capital Requirements                                                           

83-3

•       Amendments to 

NYSE Rules 325 and 

326                                        
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80-47, 

82-32

•       Amendments to SEC Uniform Net Capital                                       

80-55, 

82-4, 

82-36, 

84-25

Rule

•       Capital Borrowed Pursuant to Subordinated Loan                              

81-40

Agreements

•       Forum - Capital Rules, Amendments and                                       

82-31

Developments

•       Modification of Documents to reflect amendments                             

82-15
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to SEC Uniform Net Capital Rule

•       NYSE Response to SEC adoption of amendments                                 

82-23

•       AT&T Divestiture Capital                                                    

83-35, 

83-39, 

83-40, 

83-52

Treatment

•       Floor Brokers                                                               

84-24

•       British Telecommunications plc                                              

84-30, 

85-17, 

86-13

Capital Withdrawal
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•       

Rule 326 - Fixed Assets                                                     

77-5

Carrying Agreements

•       Proposed amendments to 

Rules 382 and 

405                                    

81-56

•       Amendments adopted                                                          

82-18, 

83-7

•       No-action to 5/l/79                                                         

79-20

•       No action extended to July 15, 1979                                         

79-27

•       Revision of Requirements for Subordinated Loans                             
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•       Proposed amendments to capital and reporting                                

80-35, 

80-42, 

80-64,

requirements                                                                        

82-26, 

82-32, 

82-38

•       Adoption of Amendments                                                      

82-35

•       Changes in CFTC capital rule and effect on                                  

83-3

subordinated loans for dual members

Communications (Rule 472)

•       Private wires (rescission of 
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Rule 357)                                      

78-8

•       Guidelines for options communications                                       

80-27

•       Amendments to 

Rules 472,

474A and 

474B                                       

84-2

Compensation

•       NYSE Floor Clerks                                                           

85-32

Competitive Traders

•       Capital Requirements                                                        

77-4

•       RCMMs                                                                       
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78-33

•       Amendment to 

Rule 107                                                       

79-65

Complaint Registries

•       Proposed 

SEC Rule 17a-24                                                    

81-25

Complaint Service

•       Institutional                                                               

76-9

Concentrations

•       Regulatory News                                                             

82-39

•       Undue concentrations in securities and                                      

83-33
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commodities

Confirmations

•       Disclosure of odd lot differentials                                         

78-81

•       Of Transactions and Recording Badge Numbers                                 

81-41

•       Inclusion of settlement date on confirms to                                 

82-60

customers

•       Transactions in Marcor Inc. 6 1/2% subordinated                             

86-22

debentures

Consolidation of Subsidiary

•       Minimum capital requirement                                                 

77-30

Consolidated Tape
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•       Regulatory Halt Periods                                                     

86-14

Constitution, NYSE

•       Article I                                                                   

76-43

•       Article IX                                                                  

76-43, 

77-53, 

80-14

•       Article XIV                                                                 

79-4

•       No-action to 5/l/79                                                         

79-20

•       No action extended to July 15, 1979                                         

79-27

•       Revision of Requirements for Subordinated Loans                             
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80-33

•       Proposed amendments to capital and                                          

80-35, 

80-42, 

80-64,

reporting requirements                                                              

82-26, 

82-32, 

82-38

•       Adoption of Amendments                                                      

82-35

•       Changes in CFTC capital rule and effect on                                  

83-3

subordinated loans for dual members

Communications (Rule 472)

•       Private wires (rescission of 
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Rule 357)                                      

78-8

•       Guidelines for options communications                                       

80-27

•       Amendments to 

Rules 472,

474A and 

474B                                       

84-2

Compensation

•       NYSE Floor Clerks                                                           

85-32

Competitive Traders

•       Capital Requirements                                                        

77-4

•       RCMMs                                                                       
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78-33

•       Amendment to 

Rule 107                                                       

79-65

Complaint Registries

•       Proposed 

SEC Rule 17a-24                                                    

81-25

Complaint Service

•       Institutional                                                               

76-9

Concentrations

•       Regulatory News                                                             

82-39

•       Undue concentrations in securities and                                      

83-33
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commodities

Confirmations

•       Disclosure of odd lot differentials                                         

78-81

•       Of Transactions and Recording Badge Numbers                                 

81-41

•       Inclusion of settlement date on confirms to                                 

82-60

customers

•       Transactions in Marcor Inc. 6 1/2% subordinated                             

86-22

debentures

Consolidation of Subsidiary

•       Minimum capital requirement                                                 

77-30

Consolidated Tape                                                                   
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76-6

•       Regulatory Halt Periods                                                     

86-14

Constitution, NYSE

•       Article I                                                                   

76-43

•       Article IX                                                                  

76-43, 

77-53, 

80-14

•       Article XIV                                                                 

79-4

•       Article III                                                                 

79-4

•       Article X                                                                   

79-4
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•       Article XI                                                                  

79-4, 

80-10

Contingency Planning

•       1979 Union Contract Negotiations                                            

79-7, 

79-8

Conversions and Acquisitions                                                        

80-56

Corporate Documents (Rule 313)

•       Capital raising efforts of member organizations                             

76-43

Corporations (See also Member Corporation)

•       As general partners                                                         

78-68

Counterfeit Certificates                                                            
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77-7

Currency Act

•       Reporting Requirements                                                      

82-28, 

85-12

•       Revised Form 4789                                                           

86-2

Custodial Fees

•       Customers - SEC Release No. 34-15194                                        

79-11

Customers

•       Account statements and legend on availability of                            

76-35

financial statement

•       Accounts in deficit/forward spot cash commodities                           

77-21
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•       Fair treatment                                                              

79-11

•       Diligence regarding accounts                                                

81-9

•       Fraudulent activities                                                       

80-34, 

83-12, 

83-29

•       Rebates and gifts to customers                                              

81-17

•       Customer Complaint Registries                                               

81-25

•       Solicitation of testimonials for publication                                

81-37

•       Amendments to 

Rule 409.10(7) - account                                      
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81-63

statements

•       Individual Retirement Accounts/SIPA Protection                              

82-44

•       Account Transfer (Proposed Amendment to Rule                                

82-49, 

85-35 

412

)

•       Securities Qualifying for Special Reserve Bank                              

83-36

Accounts

•       Account Transfer (Adopted new Rule                                          

85-43, 

86-4, 

86-7, 
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86-12, 

412

; Interpretations)                                                               

86-18, 

86-21, 

86-28

Delayed Openings

•       Emergency Situations                                                        

81-3

•       Dissemination of Information                                                

81-11

Disclosure

•       of names of buyers and sellers                                              

76-36, 

76-46

•       of odd lot differentials on confirmations                                   
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78-81

Disciplinary Provisions (Rule 476)                                                  

79-4

Discretionary Transactions

•       Floor Members                                                               

83-51

Distributions

•       Unsold Portion                                                              

76-24

DOT System

•       Elimination of “Status to Confirm” message                                  

81-26

through Amendment to 

Rule 91

Eagle System

•       Introduction of new computer system                                         
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80-2

Employees

•       Floor conduct and safety guidelines                                         

82-63

•       Amendment to 

Rule 345                                                       

83-48

•       Clerical Personnel on Trading Floor                                         

84-4

•       Compensation to NYSE Floor Clerks                                           

85-32

Employee Stock Ownership Trust

•       Raising capital                                                             

76-11, 

78-67

Examination Administration
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•       Series 7, rescheduling                                                      

76-13, 

80-36, 

81-20, 

82-53, 

83-27, 

84-1

•       Tax Reform Act of 1976 and put option questions                             

76-52

to be included in Series 7 exam

•       Series 7, listed put options                                                

77-16

•       Series 7, Municipal securities                                              

78-66

•       Revised ROP exam                                                            

80-23
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•       Revised Schedule for Allied Member, BOM and                                 

80-44

Supervising Analyst Exams

•       Changes in BOM and Allied Member Exams                                      

80-63

•       Series 7, Changes re: options                                               

80-51

•       Series 7, Changes re: tax bill                                              

81-52

•       Series 7, Changes re: money market funds                                    

82-9

•       Series 7, Amendments to Regulation T                                        

82-10

•       Series 7, Procedure for issuing admittance tickets                          

82-53

•       Series 7, Tax Reform Act of 1984                                            
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84-22

•       Series 7, Revision/Updating                                                 

86-5

•       Series 7, Study Outline purchase discount                                   

86-36

•       Series 7, Effect of Tax Reform Act of 1986                                  

87-2

•       Series 7, change in April, 1987 administration                              

87-2

•       Series 8, Sales Supervision Exam                                            

81-57

•       Series 8, to replace BOM Exam                                               

84-6

•       Series 16, revised supervisory analyst exam                                 

82-33

•       Series 41, Rescission of Allied Member Exam                                 
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86-3

Exchange Holidays                                                                   

78-7, 

78-12, 

83-53, 

86-47

Exchange Memberships

•       Leasing - guidelines and transfer fees                                      

78-4

•       Changes                                                                     

78-68

Exempted Debt Securities

•       Options                                                                     

82-57

Exempted Securities

•       Purchase and sale in cash accounts                                          
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83-37

Extended Trading Hours                                                              

85-30

Extension of Time for Customers

•       Charges                                                                     

77-59, 

78-3

•       New Procedures                                                              

81-33

•       Status Report on New Procedures                                             

82-25

•       Phase II, New Procedures                                                    

82-27

•       Phase III, New Procedures                                                   

82-45, 

82-55
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•       Phase III, New Forms                                                        

82-54

•       

Rule 387, Extension Guidelines for accounts                                 

82-69

preparing for participation in ID system

•       Impact of 1984 Holidays on Extensions                                       

83-53

•       Phase IV, Statistical Reports                                               

84-12

•       Impact of 1987 Holidays                                                     

86-47

Fair Treatment of Customers

•       Remote checking, Interest, Custodial Fees, Delay                            

79-11

in account transfers

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

498

http://prod.resource.cch.com/resource/scion/citation/pit/82-54/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE387/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/82-69/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/83-53/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/84-12/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/86-47/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/79-11/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


Fees

•       Extensions, FOCUS Feedback, RR file                                         

77-59

maintenance, NYSE Directory and Guide and Interpretation

Handbook

•       Extensions                                                                  

77-3, 

78-3

Fictitious Orders

•       Information                                                                 

76-7, 

76-28, 

77-19, 

77-31, 

78-6, 

79-63, 
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80-34

Fidelity Insurance (Rule 319)

•       Request for comments                                                        

76-35

•       Amended 

Rule 319                                                            

77-32

•       Up-Date: New Rider                                                          

77-41

•       Review Needed                                                               

78-21

•       Feasibility Study                                                           

78-96

•       Proposed Revision of 

Rule 319                                               

82-29
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Fines

•       Suspension for failure to pay                                               

78-18

Fingerprinting

•       Required under 

Rule 17f-2                                                   

76-30

•       Fees                                                                        

76-39

•       Plan                                                                        

76-53

•       Timely Submission                                                           

77-27

•       Extension of requirement                                                    

77-45

•       Processing service                                                          
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81-15

•       FBI Processing                                                              

82-48, 

82-52, 

85-34

Fee

Firm Quote Rule                                                                     

79-13

Fixed Assets Pledged to Secure Loans                                                

77-5

Fixed Interest of Members and Allied Members

•       No longer required                                                          

78-68

Floor

•       Conduct and Safety                                                          

77-51, 
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82-63, 

86-39

Guidelines

•       Identification of Orders and related problems under                         

78-22

11(a)(1)

•       Clerks Compensation                                                         

78-31, 

85-32

•       Floor Brokers' record requirements                                          

78-40

•       Use of clerical personnel                                                   

78-51

•       Commissions                                                                 

78-68

•       Test of a Substitute Clearing Account                                       
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80-1, 

80-11

•       Training program for Specialist Floor employees                             

80-12

•       OARS                                                                        

80-19, 

80-50, 

81-5

•       Floor Official approvals for “Cash” and “Next Day”                          

80-62, 

81-62,

Transactions                                                                        

82-65, 

83-45

•       Delayed Openings in Emergency situations                                    

81-3
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•       Dissemination of Information on Delayed                                     

81-11

Openings

•       Annual Physical Examination                                                 

81-22

•       Confirming Transactions and Recording Badge                                 

81-41

Numbers

•       Floor official approvals for non-regular way                                

82-67

transactions

•       Discretionary transactions                                                  

83-51

•       Clerical Personnel on trading floor                                         

84-4

•       Third Party Billing of Floor Brokerage                                      
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84-8

•       Floor Brokers' (Equities & Options) - Capital,

Recordkeeping and Reporting Requirements                                            

84-24

•       Floor Brokerage Income of Associated Members                                

84-28

•       Extended Trading Hours                                                      

85-30

FOCUS

•       Meeting on Report, Changes in Report and                                    

76-2

Auditing Rules

•       Records Preservation                                                        

76-15

•       Subsidiaries and Affiliates                                                 

76-17
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•       Filing Requirements, Part I                                                 

76-19

•       Possession or Control                                                       

76-21, 

76-33, 

76-44

Schedule

•       Periods to be covered                                                       

76-34

•       Common Errors, Part I                                                       

76-50

•       Proposed amendments                                                         

77-1

•       Revised, Part I SEC Release No. 34-13100                                    

77-6

•       Possession or Control                                                       
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77-13, 

77-34

•       Revised Statement of Income or Loss                                         

77-15

•       Proposed Amendments Parts I, II, IIA                                        

77-23

•       Amendments to 

Rules 17a-4-5-10-11-13-19-20                                  

77-26

and 

15c3-3 SEC Release No. 

34-13462

•       Small Firms                                                                 

77-29

•       Part I filing time (extensions)                                             

77-42
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•       Revised Parts II, IIA and III                                               

78-18

•       Preparation                                                                 

78-28

•       Proposed Short Form Part IIA                                                

78-92

•       Common Errors                                                               

79-17

•       CFTC No Action                                                              

79-27

•       CEA Schedule                                                                

79-37

•       Special Reporting Due to Market                                             

80-6, 

80-8, 

80-30, 
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80-43, 

80-49,

Volume                                                                              

80-57, 

80-67, 

81-7, 

81-29

•       Proposed amendments to FOCUS Form                                           

80-40

•       New Supplemental Sections Part I and Part II,                               

81-6

Effective January 1981

•       New Supplemental Sections                                                   

81-10

•       Amendments Adopted by SEC to Part I                                         

81-19
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•       New Report Part I Form                                                      

81-27

•       Correct Reporting of Regulatory Fees                                        

81-36

•       Report Changes Affected by Adopted                                          

82-37

Amendments to Net Capital Rules

•       Repurchase Transactions                                                     

84-17

FOCUS Feedback Service

•       Fee                                                                         

77-59

•       General Information                                                         

80-26

Foreign Currencies

•       Proposed capital requirements                                               
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78-16

•       Foreign currency options (PHLX)                                             

82-62

Foreign Options

•       Prohibitions                                                                

78-38

Forms (See also FOCUS)

•       U-5, Termination Notice                                                     

76-54

•       100 Eliminated                                                              

77-44

•       RE-3                                                                        

79-32

•       MF-2 (Short Interest)                                                       

79-56, 

82-11
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•       

Form RE-3 (Amendment)                                                       

80-21

•       Adoption of Amended 

Form U-5 and Amended                                    

80-39

Form AD-G-1 of the 

U-4 application

•       Form OBT (off board trading)                                                

80-45, 

81-28

•       

Form U-4 (Uniform Application for registration)                             

81-12

•       Application for approval of Branch offices                                  

81-54
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•       U-5                                                                         

82-53

•       Phase III, New Forms for Extensions of Time                                 

82-54

•       New Forms 97A and 97B - Block Positioning                                   

84-23

•       Revised 

Forms U-4 and 

U-5                                                   

85-20

•       Customer Account Transfer                                                   

86-4

•       Form 81 - Automated Format                                                  

85-48, 

86-6

Freely Transferable Securities
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•       Definition - Article I                                                      

76-43

•       Conditions for Redemption or Conversion                                     

76-43

•       List of Non-Members                                                         

76-43

Futures Commission Merchants

•       Proposed Amendments to Minimum Financial and                                

82-26, 

82-38

Related Reporting Requirements

GNMA

•       Internal Control Policies, Cautionary Remarks and                           

77-43

Request for Information

•       Margins                                                                     
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78-82

G Orders

•       Identification of Orders Pursuant to Section                                

79-43, 

80-18, 

83-42,

11(a)(1)(G)                                                                         

86-23, 

86-43

•       Revised Method of Identifying orders                                        

80-32

•       Market Orders to Sell Short                                                 

85-28, 

85-46

GTC Orders

•       Confirmation of                                                             
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76-20, 

77-40, 

78-20, 

78-49, 

78-64, 

78-74, 

78-75,

orders                                                                              

79-23, 

79-26, 

79-53, 

79-57, 

79-60, 

79-62, 

79-64,
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80-24, 

80-28, 

81-24, 

81-31, 

81-44, 

81-46, 

82-16,

                                                                                    

82-19, 

82-42, 

82-47, 

83-8, 

84-14, 

86-16

•       Confirmation in Ex-Dividend Stocks                                          

80-29, 
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80-31, 

81-32, 

82-20,

                                                                                    

82-22, 

83-14

Good Faith Deposits

•       Municipal securities                                                        

78-13

Gratuities (Rule 350)

•       Increase in Limitations                                                     

78-56

•       Rebates and Gifts to Customers                                              

81-17

Intermarket Trading System (ITS)

•       Questioned Trades                                                           
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78-42

•       Marking Orders for Transfer Tax                                             

78-50

•       Reporting Procedures                                                        

78-90

•       Inquiry Center                                                              

79-21

•       Pre-opening Messages                                                        

79-74

•       Questions and Answers on ITS                                                

80-25

•       

Rule 15A                                                                    

81-30, 

84-7, 

85-19

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

520

http://prod.resource.cch.com/resource/scion/citation/pit/78-42/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/78-50/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/78-90/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/79-21/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/79-74/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/80-25/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE15A/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/81-30/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/84-7/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/85-19/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


•       Rule Interpretations                                                        

82-2, 

85-21

•       ITS Block Policy                                                            

82-46, 

84-3, 

85-42

•       Changes to Pre-Opening Application and Trade                                

83-34

through Rule, Restatement of Block Trade Policy and

Notification to ITS Plan

•       ITS Issues                                                                  

84-3

Incoming Mail

•       Procedures for review under 

Rule 342                                        

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

521

http://prod.resource.cch.com/resource/scion/citation/pit/82-2/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/85-21/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/82-46/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/84-3/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/85-42/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/83-34/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/84-3/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE342/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


78-86

Independent Contractor Registered Representative                                    

82-43

Information Facility

•       Members of Member Organizations seeking                                     

78-61

Business Affiliations (list of)

Initiation Fees

•       Amendments to 

Rule 301                                                      

82-59

International Arbitrage

•       

Rule 437 rescinded                                                          

78-19

Investment Advisers Act 1940
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•       Rules under                                                                 

79-15

Key Indicator Operations Report (KEOP)                                              

83-11, 

83-19, 

83-21

Leasing of Exchange Membership

•       Guidelines and Transfer Fees                                                

78-4

•       Methods of Acquiring                                                        

78-17

•       Access                                                                      

78-68

Letters of Credit

•       In commodity accounts                                                       

77-21

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

523

http://prod.resource.cch.com/resource/scion/citation/pit/79-15/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/83-11/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/83-19/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/83-21/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/78-4/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/78-17/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/78-68/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/77-21/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


Liabilities

•       As capital withdrawn                                                        

77-5

Life Insurance

•       For margin customers                                                        

79-55, 

81-53, 

82-14

Limited Partners

•       Interest in order to purchase or sell                                       

76-43

Loans (See also Subordinated Agreements)

•       Sale-and-Leasebacks, factoring, financing and similar                       

80-66

arrangements

•       Regulation of Securities lending activities                                 

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

524

http://prod.resource.cch.com/resource/scion/citation/pit/77-5/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/79-55/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/81-53/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/82-14/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/76-43/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/80-66/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


83-2, 

83-15

•       Treatment of Non-Purpose Loans                                              

83-23

•       Reports of Borrowings and Loans (Amendment to Rule                          

83-48 

420

)

 Long Sales

•       Rescission of 

Rule 433                                                      

83-48

Lost and Stolen Securities

•       

SEC Rule 17f-1                                                              

77-39, 
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78-5, 

78-94, 

80-37

Marcor Inc. Debentures

•       Advice to personnel and customers                                           

86-22

Margins (See also Regulation T and Extensions of Time)

•       Commodity Accounts                                                          

77-1

•       Amendments to 

Rule 431                                                      

78-10

•       Broker/Dealer Clearance Accounts                                            

78-23

•       Volatile Securities                                                         

78-44
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•       Special Initial Margin (Gambling                                            

78-59, 

78-63, 

78-68, 

78-76

stocks)

•       Special Initial Margin (Bally Mfg.)                                         

78-65

•       On Restricted 

Rules 144 and 

145 stock                                       

78-47

•       GNMA                                                                        

78-82

•       Modernizing and simplifying Reg. T                                          

79-25
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•       Special Initial Margin - The Charter Co.                                    

79-33

•       Life Insurance (for margin customers)                                       

79-55, 

81-53, 

82-14

•       Special Initial Margin (Class B Benguet)                                    

80-5, 

80-7

•       Amendments to Margin Rules                                                  

81-51

•       Regulatory News                                                             

82-56

•       Amendment to 

Rule 432                                                       

82-60
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•       Stock Index Options (CBOE)                                                  

83-10

•       Stock Index Options (AMEX)                                                  

83-17

•       Amendment to 

Rule 402(b): Margin/Loan Consent Agreement                     

83-22

•       New Committee on margin rules requests                                      

83-24

suggestions

•       Amendment to 

Rule 431(d)(2)                                                 

83-30

•       AT&T Divestiture (Special                                                   

83-35, 

83-38, 
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83-39, 

83-41,

Requirements)                                                                       

83-49, 

83-52

•       Impact of 1984 Holidays on Requests for Margin Extensions                   

83-53

•       Repurchase Transactions                                                     

84-17

•       British Telecommunications                                                  

84-30, 

85-17, 

86-13

PLC

•       Mutual Fund Shares                                                          

85-2
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•       Major Revisions of 

Rule 431                                                 

85-16

•       Amendment to 

Rule 431(d)(2) - Option Margin                                 

85-33

Requirements

•       Application of Reg T to trades of broker/dealers                            

86-30

•       British Gas PLC                                                             

86-40

•       Impact of 1987 Holidays - Margin Extensions                                 

86-47

Market Makers and Specialists in Options

•       Capital impact on brokers carrying accounts of listed option                

76-41
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market makers or specialists

•       Extension of Exemption from Amendments to 

SEC Rule 15c3-1(a)(6)             

76-47

and (c)(2)(x) and proposal to additional amendments

Market Regulation Review Committee                                                  

86-1

Members

•       Trading Accounts                                                            

78-40

Member - Membership - Member Firm

•       

Rule 2                                                                      

76-43

•       Age Requirements                                                            

76-56
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•       Membership Status - proposed changes                                        

77-25

•       Methods of Acquiring Membership Leasing, etc.                               

78-17

•       Documentation                                                               

78-68

•       Seat Financing                                                              

78-93

•       Badge Numbers                                                               

79-19

•       SEC and SIPC registration                                                   

81-16

•       Publication of Membership Sale Price                                        

85-7

•       Member Financial Responsibility Standards                                   

87-4

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

533

http://prod.resource.cch.com/resource/scion/citation/pit/77-25/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/78-17/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/78-68/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/78-93/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/79-19/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/81-16/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/85-7/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/87-4/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


Member Corporations

•       Exchange Approval                                                           

76-43

•       Board of Directors                                                          

76-43

•       Requirements                                                                

78-68

•       Vincent, Thomas & Associates, Inc. - cessation of                           

86-37

broker/dealer activities

•       Suspension of Norwood Securities Corp.                                      

86-46, 

87-3

Misappropriation

•       By Employees                                                                

84-21
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Municipal Securities

•       Amendment to 

SEC Rule 15c3-1                                                

76-27

•       Amendments                                                                  

76-45, 

77-2, 

77-22, 

77-38, 

78-13

•       

SEC Rule 15c3-1, SEC Release Nos. 34-14994 and 34-14995                     

78-52

•       Series 7 Examination                                                        

78-66

•       
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SEC Rule 15c3-1, SEC Release No. 34-15423                                   

79-5

NYSE Directory and Guide

•       Subscription Fees                                                           

77-59

Next Day Contracts

•       Last day of year trades                                                     

79-69, 

80-58, 

82-65, 

83-45

•       Floor Official approval of next day                                         

80-62, 

81-62, 

83-45

contracts
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•       Marking Orders                                                              

80-62, 

81-60, 

82-65, 

83-45, 

84-31

•       Settlement                                                                  

85-14, 

86-8

Non-Capital Borrowings

•       

Rules 420(2) and 

420.60 rescinded                                           

80-9

Non-Member

•       
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Rule 2                                                                      

76-43

Non-Regular Way Settlement

•       Pilot Program                                                               

86-8

Notice

•       To NYSE of change in business activities                                    

79-39

OARS

•       Approval of Opening Automated Reporting Service (OARS)                      

80-50

Rules

•       Revising OPG (No. 752) to OARS (No. 752)                                    

80-19

•       General Information                                                         

81-5
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Off Board Trading

•       Rules                                                                       

76-16, 

76-55

•       

Rules 390-

395-

396 and 

54                                                    

77-50

•       

Rule 390                                                                    

78-11

•       Form OBT                                                                    

80-45, 

81-28
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•       Introduction of Form OBT, Surveillance of Off Board Trading                 

80-45

by Members and Member Organizations in 19c-3 stocks

Office Arrangements (Rule 343)                                                      

76-26, 

78-1

Omnibus Accounts

•       Deficits under 

SEC Rule 15c3-1                                              

77-30

Open Orders

•       Reconfirmation semi-annually                                                

77-50

Operations

•       Training more operations people                                             

81-14
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•       Key Indicator Operations                                                    

83-11, 

83-19, 

83-21

Report

•       Regulatory News: Soft spots in operations                                   

83-24

reviewed

Options

•       Net Capital Rule                                                            

76-12

•       Operational Capability and proposed margin requirements                     

76-22

•       Put option program                                                          

76-29, 

77-12
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•       Margin 

Rule 431(d)(2)                                                       

76-32

•       Market Makers and Specialists SEC Release No. 34-12148                      

76-41

•       Registered Options Principal Exam                                           

76-42

•       Specialist Requirements                                                     

76-49

•       Market Makers and Specialists (a)(6) and (c)(2)(x)                          

77-18

•       Straddles SEC Release No. 34-13622                                          

77-33

•       Market Maker (c)(2)(x), (a)(6) and (a)(7) SEC                               

77-33

Release No. 
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34-13623

•       1000% test in subordination agreement                                       

77-37

•       Straddles SEC Release No. 34-14538                                          

78-15

•       Foreign                                                                     

78-38

•       Rule amendment proposal                                                     

80-3

•       “Upstairs” option rules adopted                                             

80-16

•       Allocation of Exercise Notices                                              

80-27

•       Guidelines for Handling                                                     

80-27

Transactions/Communications
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•       Registration of options principals                                          

80-48

•       On Exempted Debt Securities                                                 

81-47, 

82-57

•       Net Capital treatment of listed GNMA options                                

81-50

•       SRO cooperation to regulate options sales practices                         

82-56

•       PHLX Foreign Currency Options                                               

82-62

•       CBOE Stock Index Options                                                    

83-10

•       NYSE Index Options - amendments to Rule                                     

83-30 

431(d)(2)
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•       Escrow letters to cover short broad - based stock index options             

84-13

•       Specialists' Use of Listed Options to Hedge                                 

85-8

Positions

•       Amendments to 

Rule 431(d)(2) - Options Margin                               

85-33

Order Identification

•       SEC 11(a)(1)                                                                

78-22

•       SEC 11(a)(1)(G)                                                             

79-43

Orders (See also G Orders, GTC Orders, COD/POD Orders and

Percentage Orders)

•       Open Order Reconfirmation                                                   
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77-50

•       Transmission                                                                

79-28

•       Revised Format - Floor Reports                                              

79-58, 

79-70

•       Fictitious Orders - Honeywell Inc.                                          

80-34

•       Marking Orders                                                              

81-60, 

82-65, 

83-45

•       Not Held Orders/RCMM                                                        

82-51

•       Marking Orders Long or Short                                                

83-25
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•       At-the-Close                                                                

84-10, 

84-34, 

84-35, 

85-13, 

85-18, 

85-27, 

85-28,

Orders                                                                              

85-41, 

85-47, 

86-10, 

86-23, 

86-32, 

86-43, 

86-44
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•       Record Retention                                                            

86-19

Over-Riding Commissions                                                             

76-26

Owning 5% of Outstanding Voting Stock                                               

76-43

Partnerships

•       Request for comment re: Article IX, Sec. 8, approved persons                

76-35

•       Articles, submission under 

Rule 313                                         

76-43

Percentage Orders

•       Redefinition: 

Rules 13 and 

123A                                             
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77-24

•       Question and Answers                                                        

77-35

•       Examples, Questions and Answers, 

Rules 13 and                               

79-50

123A

•       Summary Fines and other Enforcement Actions                                 

86-20

Performance

•       Evaluation of Specialists                                                   

76-38

Philadelphia Stock Exchange

•       Foreign Currency Options                                                    

82-62

Physical Access Memberships
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•       Applications                                                                

79-44

Physical Examination

•       Annual exam - floor employees                                               

81-22

Possession and Control (See also 

SEC Rule 15c3-3)

•       FOCUS                                                                       

76-23, 

77-13, 

77-26, 

77-34, 

77-44, 

77-46

•       Industry Committee Report on Problems                                       

86-24
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•       Status of DTC preparation for system changes                                

86-26

Postal Service

•       Pre-sorting Mail                                                            

78-79

Postal Strike

•       Contingency Plans                                                           

78-58

Prepayment on Sales

•       Rescission of 

Rule 440K.10                                                  

82-60

Primary Purpose Test

•       Rescission of Related Rules; Article IX, Sec. 7(b)(4)                       

80-14

and 
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Rule 318(a) and 

318.12

Publicly Held Security

•       Definition - Article I                                                      

76-43

Quarterly Security Counts and Verifications

•       

SEC Rule 17a-13                                                             

77-11

Questioned Trades (See also 

Rule 134)

•       Procedures                                                                  

78-36

•       Expanded Processing                                                         

78-39, 

78-41
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•       ITS                                                                         

78-42

•       Procedures                                                                  

78-46

•       Buy In                                                                      

78-60

•       Cautionary Remarks                                                          

78-70

•       Proposed New Form                                                           

78-85

•       Confirmation and Contra Badge Number                                        

79-24

•       New QT Form                                                                 

79-31, 

79-48, 

79-52
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•       WI-WD Procedures                                                            

79-46

•       Seminar - Upstairs Personnel                                                

79-47

•       Availability of Forms                                                       

79-51

•       Study                                                                       

79-68

•       Cautionary Remarks                                                          

80-4, 

84-18

•       Procedures: “When Issued” and “When Distributed”                            

80-52

Dealing

•       Increased Incidence                                                         

83-28
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•       Procedures - Disciplinary Action                                            

86-9

•       Revision of 

Rule 134 - Bond transaction QT                                  

86-34

procedures

Questions

•       ITS Inquiry Center                                                          

79-21

Questionnaire

•       Special, due to market conditions                                           

79-59

Quotations, Dissemination of

•       

NYSE Rule 60, 

SEC Rule 11ac1-1                                              
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78-48

•       Firm quote rule                                                             

79-13

Rebates and Gifts to Customers (Rules 350 and 

353)                                  

81-17

Recordkeeping, Auditing and Reporting                                               

76-31

•       Floor Broker                                                                

78-40, 

84-24

•       Agreements - Repurchase Transactions                                        

84-17

•       currency and Foreign Transactions Reporting Act                             

82-28, 

85-12, 

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

556

http://prod.resource.cch.com/resource/scion/citation/pit/78-48/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/79-13/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE350/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE353/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/81-17/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/76-31/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/78-40/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/84-24/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/84-17/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/82-28/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/85-12/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


86-2

•       Retention of Records                                                        

85-25, 

85-29, 

86-19

Record maintenance Fees                                                             

77-3, 

77-59

Registered Competitive Market Maker

•       Request for participation                                                   

78-88

•       Extended approval (temporary) of 

Rule 107                                   

79-45

•       Not Held Orders                                                             

82-51
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Registered Competitive Traders

•       Capital Requirement                                                         

77-4

•       Amendment to 

Rule 107                                                       

79-65

Registered Employees

•       Acceptability Procedures - 

Rule 308                                         

76-40

•       Termination Notice                                                          

76-54

•       Records Maintenance Fees                                                    

77-3

•       Annual File Fee                                                             

77-59
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•       Uniform Application                                                         

78-2

•       Series 7 Exam, MSRB                                                         

78-66

•       Qualifications in accordance with activities                                

78-77

•       RR Candidates                                                               

79-34

•       Agreement                                                                   

79-42

•       Limited Activities                                                          

80-39

•       Independent Contractors                                                     

82-43

•       Amendments to 

Rule 345                                                      
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83-48

•       Revised 

Forms U-4 and 

U-5                                                   

85-20

Registered Options Principal

•       Examination                                                                 

76-42, 

79-67

•       Revised Exam                                                                

80-23

•       Registration                                                                

80-48

Registered Representative Exam

•       (See Examination Administration)

Regular Way Settlements
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•       Next Day Contracts, Marking orders                                          

80-58, 

81-60, 

82-65, 

83-45,

and Last Trade Date                                                                 

84-31, 

84-34, 

85-45, 

86-45

Regulation G

•       Proposed Amendment                                                          

81-58

Regulation T (See also Margins)

•       Broker/Dealer Clearance Accounts                                            

78-23
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•       Modernizing and Simplifying                                                 

79-25, 

79-73

•       Amendments and Examples of Their Effects                                    

80-22

•       Amendments - 1980                                                           

80-20, 

80-22

•       Proposal to delete Para. 220.6(j), foreign currency                         

81-81

•       Deletion of Para. 220.6(j)                                                  

81-38

•       Modernizing and Simplifying, call for comments                              

81-43

•       Amendment to requirements for options on                                    

81-45
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exempted debt securities

•       Options on exempted debt securities                                         

81-47, 

82-57

•       Amendment, Section 220.6(h)                                                 

81-55

•       Proposed amendment to revise criteria for inclusion on                      

81-58

list of OTC margin stocks

•       Amendment, Credit by B/Ds                                                   

82-3

•       Amendments reflected on Series 7 Exam                                       

82-10

•       FRB's proposal to modernize                                                 

82-24

•       Amendments                                                                  
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82-34

•       NYSE Response to proposed amendments                                        

82-40

•       Amendments - 1983                                                           

83-1, 

83-20, 

83-26

•       90-day Freeze and Letters of Free Funds                                     

84-29

•       Margining Mutual Fund Shares                                                

85-2, 

85-5

•       Amendments - ESOPs                                                          

85-22

•       Application to trades of broker/dealers                                     

86-30
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Regulation U

•       Proposed amendments                                                         

81-58

Regulatory News

•       Insurance Study; Capital and Margin; Field Examinations;                    

78-43

Floor Market Making; 

Section 11(a); Registration Trends; RR

application paper work; AMEX cooperation; Disciplinary Procedures;

Financial Memberships; Know your customer

•       Capital Needs; Insurance study; Regulatory Burden; Rules                    

78-71

under study; supervisory exam; service bureaus; fingerprinting;

customer attitudes

•       Decreased reporting and Exchange approval; easing credit                    

78-78
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terms; capital formation; know your customer

•       Sales Supervision; Supervisory Tests; Joint Examiner Visits;                

78-83

Growth in Customer Accounts; Educational Interface; Computer

assistance; QTs; Volume; Member Guarantees

•       Insurance                                                                   

79-3

•       Uptrend in member organizations; subordinated loans;                        

79-12

Fidelity Insurance; Disciplinary Decisions; SRO conference; patterns

of misconduct

•       Regulatory Highlights of 1978                                               

79-14

•       SEC Options Study; Examiners Increased; Sales Surveillance;                 

79-22

Trading Control; Complaints; Early Warning; Capital
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•       Arbitration; joint options study; insurance; supervision;                   

79-49

fidelity coverage; commodities

•       Regulatory Highlights-Fall, 1979                                            

79-66

•       Exchange introduces “Eagle” System                                          

80-2

•       FOCUS Survey; SIMQUE; Hiring Increases; options seminar                     

80-13

•       Services by Regulation and Surveillance; Finance Documents                  

80-26

and New Firms; FOCUS Feedback; Options; Advertising; Supervising

coordinators

•       FIN/OP Regulatory Methods; Examiners; Incomplete                            

80-46

Applications; SIPC
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•       New Advisory Committee; R&S Consultant; Highlights of                       

81-2

1980; Meetings with member organizations

•       Training More Operations People                                             

81-14

•       Regulation and Surveillance of Sales Practices                              

81-18

•       Proposal to cut net capital requirements                                    

81-23

•       Solicitation of comments on rules; liaison visits; member firm              

81-35

sales network

•       Requests for opinions on rules                                              

81-49

•       Margin Life revised                                                         

81-53
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•       Insurance; Carrying Agreements; Offshore Loan Scam                          

81-56

•       New cases of misappropriation and conversion                                

82-1

•       Summary of regulatory activities - 1981                                     

82-12

•       Progress on Intermarket Surveillance                                        

82-21

•       Coordinator and Examiner Staffs reorganized                                 

82-30

•       Misappropriation of funds; Concentrated Securities Positions;               

82-39

SIPC; 

Rule 387

•       David Marcus to Lead R&S                                                    

82-50
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•       Rating Institutional Credit; SEC Silver crisis Report; FED                  

82-56

Margin study; Options Sales Practices

•       Member Firm Regulatory Services                                             

82-61

•       Self-regulation and the “bottom line”                                       

83-5

•       ADP Capacity Review; Diversion scheme in Reorganization                     

83-16

Department

•       Soft Spots in operations; new committee on margin rules;                    

83-24

Solodar to lead Market Surveillance

Relocation

•       of M.F. Regulation and Enforcement Regulatory Standards                     

86-29
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Divisions

Remote Checking

•       Customers                                                                   

79-11

Reports to the Exchange (See also FOCUS)

•       Floor - revised format                                                      

79-58

•       Special questionnaire                                                       

79-59

•       Amendment to 

Rule 421 (Periodic Reports)                                    

82-60

•       New Key Indicator Operational                                               

83-11, 

83-19, 

83-21
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Reports

•       Amendment to 

Rule 420 (Reports of Borrowings and Loans)                     

83-48

Repurchase Transactions/Agreements

•       Guidelines                                                                  

84-17

•       Proposed Amendments to SEC Rules                                            

86-35

Research Reports

•       Fraudulent                                                                  

78-57

•       Amendments to 

Rules 472, 

474A and 

474B                                      
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84-2

Restricted Stock

•       Margins on                                                                  

78-47

Restrictions on Corporate Members                                                   

76-43

Retention of Orders

•       

SEC Rules 17a-3 and 

17a-4                                                   

77-20, 

85-25, 

85-29

Rules (See also Amendments, Rescissions and Adoptions of NYSE

Rules)

Rule 13
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•       Questions and answers; examples                                             

77-35, 

79-50

Rule 108

•       Parity on orders                                                            

78-22

Rule 123

•       Questions and answers; examples                                             

77-35, 

79-50

Rule 134 (Questioned Trades)

•       Procedures                                                                  

78-36, 

78-46

•       Expanded Processing                                                         

78-39, 
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78-41

•       ITS                                                                         

78-42

•       Close out of QT                                                             

78-60

•       WI-WD Procedures                                                            

79-46

•       Bond Transactions QT Procedures (rule revisions)                            

86-34

Rule 320(d)

•       Member corporations dealings in their own or subsidiaries                   

76-51

publicly held and traded securities

Rule 326

•       Treatment of fixed assets                                                   

77-5
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Rule 342

•       Procedures for review and retention of incoming                             

78-86

mail

Rule 387

•       Extension Guidelines for accounts preparing to participate                  

82-69

in an ID System

•       Interpretation                                                              

82-68, 

83-4

•       Application                                                                 

83-31

•       Compliance                                                                  

85-24

Rules 405 and 
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406

•       Members accounts                                                            

78-80

•       Customer accounts                                                           

81-9

•       Carrying agreements                                                         

82-18

Rule 412

•       Forums on Proposed Rule Amendments                                          

85-35

•       Adopted Rule Amendments                                                     

85-43

•       Revised Interpretations/Forms                                               

86-4

•       Phase In Effectiveness of Rule                                              

86-7, 
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86-12

•       Full implementation, enforcement, clarification of requirements             

86-18

•       Transfer Initiation Forms                                                   

86-21

•       Definition of “Nontransferable Assets”                                      

86-28

Rule 431 (See also Margins)

•       Broker/Dealer Clearance Accounts                                            

78-23

•       Volatile Securities 431(d)(1)                                               

78-44

•       Special Initial Margins                                                     

78-59, 

78-63, 

78-65, 
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78-69, 

78-76,

                                                                                    

79-33, 79-40,80-5, 

80-7

•       Members accounts                                                            

78-80

•       GNMA transactions                                                           

78-82

•       British Telecommunications                                                  

84-30

Rule 460.10

•       Specialist Control Relationship with Specialty Stock Company                

81-34

Rule 476A

•       Adoption of Rule                                                            
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85-6

•       Additional Rules Applicable to 

Rule 476A                                    

85-23

•       Applicability to 

Rule 412                                                   

86-18

•       Percentage Orders                                                           

86-20

•       Addition of 

Rule 762                                                        

86-25

•       Fines imposed - 

Rule 132                                                    

86-27

Rumors
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•       Circulation of                                                              

80-41

Sales Practices

•       Supervision                                                                 

86-17

SEC Rule 15c3-1

•       Amendments - 1976                                                           

76-41

•       Options Specialists (a)(6) and (c)(2)(x)                                    

76-47

•       Options Specialists (a)(6) and (c)(6)(x)                                    

76-49

•       Municipal Securities                                                        

77-2, 

77-22, 

77-38
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•       Short Term Commercial Paper                                                 

77-2, 

77-17

•       Options Market Makers or Specialists                                        

77-18

•       Commodities App. B                                                          

77-21

•       Interpretation SEC Release No. 34-13565 consolidated                        

77-30

subsidiary requirements

•       Options Market Maker (c)(2)(x) and (a)(6) - SEC                             

77-33

Release No. 

34-13623

•       Options Straddles - SEC Release No. 34-13622                                

77-33
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•       Subordination Agreement 1000% test                                          

77-37

•       Transfer Tax Receivable                                                     

77-48

•       Municipal Securities                                                        

78-13

•       Options Straddles SEC Release No. 34-14538                                  

78-15

•       Municipal securities SEC Release Nos. 34-14994                              

78-52

and 

34-14995

•       Municipal Securities SEC Release No. 34-15423                               

79-5

•       Commodity Amendments and App. B SEC                                         

79-37
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Release No. 34-15898/9

•       SIA Recommendations                                                         

79-75

•       Proposed Changes                                                            

80-55, 

80-59

•       Time extensions for commenting on proposed amendments                       

81-4

•       Amendments relating to commodities                                          

81-21, 

81-39

•       NYSE proposes cuts to 

SEC Rule 15c3-1                                       

81-23

•       Net Capital treatment of listed GNMA options                                

81-50
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•       Adoption of Amendments                                                      

82-4

•       Haircuts and other items: Proposed Interpretation and                       

82-5

Amendments

•       Fails to Deliver, Fails to Receive: Proposed                                

82-6

Interpretation and Amendments

•       Modification of Member Firm Documents to                                    

82-15

reflect adoption of amendments

•       Proposed amendments under SEC Release No. 34-18418                          

82-17

•       NYSE response to SEC's recently adopted and                                 

82-23

proposed amendments to uniform net capital rule
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•       Adoption of amendments                                                      

82-32, 

82-36

•       FOCUS Report changes affected by amendments                                 

82-37

•       Adoption of Amendments                                                      

84-25

•       British Telecommunications PLC                                              

84-3, 

85-17, 

86-13

•       Concept Release (SEC Request for Comments)                                  

85-4

•       Proposed Amendments by SEC Release No. 34-21865                             

85-11

•       NYSE Response to SEC Request for Comments on                                
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85-31

Proposed Amendments

•       Proposed Amendments to subparagraph                                         

85-39

(c)(2)(vi)(F)

•       Proposed Amendments - Repurchase Agreements                                 

86-35

•       British Gas PLC                                                             

86-40

•       Adoption of proposed amendments to                                          

86-41

subparagraph (c)(2)(vi)(F)

SEC 

Rule 15c3-3

•       Proposed amendments and interpretation                                      

82-6, 
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82-7

•       NYSE response to SEC adoption of proposed amendments                        

82-23

•       Phase II: New procedures for extensions of time                             

82-27

•       Adoption of amendments                                                      

82-32, 

82-36

•       FOCUS Report changes affected by adopted amendments                         

82-37

•       Reserves and custody of securities                                          

83-13

•       Special Reserve Bank Accounts                                               

83-36

•       Proposed amendments by SEC Release No. 34-20655                             

84-11
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•       British Telecommunications PLC                                              

86-13, 

85-17, 

84-30

•       Concept Release (SEC Request for Comments)                                  

85-4

•       Proposed Amendments by SEC Release No. 34-21865                             

85-11

•       NYSE Response to SEC Request for Comments                                   

85-31

•       Adopted Amendments - Reserve Formula                                        

85-38

Exclusions

•       Report on Possession and Control Problems                                   

86-24, 

86-26
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•       Proposed Amendments - Repurchase Agreements                                 

86-35

SEC Rules

•       

144 Restricted Stock                                                        

78-47

•       

10b-10 Disclosure of odd lot differential                                   

78-81

•       

11Ac1-1 Dissemination of quotations                                         

78-48

•       

11(a) transactions for own account                                          

78-95

•       
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11(a) on the Floor and SEC/NYSE Rules                                       

79-6 •       

11(a) NYSE

 related rule amendments                                          

79-9

•       

11(a) Opening                                                               

79-10

•       

11(a) Stabilizing - Bids/order transmission                                 

79-28

•       

11(a)(1)(G) order                                                           

79-43, 

80-18, 

83-42
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identification

•       

11(a) RCMM                                                                  

79-45

•       

11a-1-1(T) and 

11a-2-2(T)                                                   

78-22, 

78-27, 

78-32

•       

11(d)(1) - British Telecommunication PLC                                    

84-30

•       

11d1-2 - Mutual Fund shares                                                 

85-2, 
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85-5

•       

14e3 non-public information in context of tender                            

80-54

offers

•       

17a-3 Repurchase Agreements - Proposed Amendments                           

86-35

•       

17a-3, 

17a-4 retention of orders                                            

77-20

•       

17a-3,

4,

5,
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10,

11,

13,

19,

20 and 

15c3-3                                         

77-26

•       

17a-4 agreements with outside service bureaus                               

77-10, 

77-54

•       

17a-5(d) possession and control                                             

77-13

•       

17a-5 statement of income or loss                                           
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77-15

•       

17a-5 amendments                                                            

80-40, 

81-19

•       

17a-13 quarterly security count and verification                            

77-11

•       

17a-13 Repurchase Agreements - proposed amendments                          

86-35

•       

17a-24 customer complaint registries                                        

81-25

•       

17f-1 lost and stolen                                                       
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77-39, 

78-5, 

78-94, 

80-37, 

83-42

securities

•       

17f-2 fingerprinting                                                        

77-27, 

77-45

Securities Loan Activities

•       Regulation of                                                               

83-2, 

83-15

•       Adoption of 

Rule 296                                                        
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85-9

Security

•       Definition - 

Rule 3                                                         

77-14

Self-Regulation                                                                     

83-5

Series 7 (See Examination Administration)

Service Bureaus

•       Agreements with (proposed rule)                                             

77-10

•       Agreements with (SEC Release No. 34-13962)                                  

77-54

Service Charges or Fees                                                             

77-26

Short Interest
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•       

Form MF-2                                                                   

79-56, 

82-11

Short Sale Rule

•       Delay in effectiveness                                                      

76-4

•       SEC                                                                         

76-23

SIA

•       Report of Capital Committee                                                 

79-75

SIPA

•       Protection of Individual Retirement Accounts                                

82-44

SIPC
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•       Filing of 1975 SIPC 7                                                       

76-3

•       Audits                                                                      

76-10

•       Filing                                                                      

76-18

•       Transfer Tax Credits                                                        

78-29

•       Assessments                                                                 

78-97, 

79-72, 

80-65, 

81-61, 

82-66, 

83-32

•       Buying customer accounts from SIPC liquidator                               
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82-39

•       Assessments - Educations Update                                             

83-43

•       1987 Assessments                                                            

86-48

Small Firms

•       Haircuts, Income (Loss)                                                     

77-29

•       Proposed Short Form Part IIA                                                

78-92

Space Sharing Arrangements (Rule 343)                                               

76-26, 

78-1

Special Capital Requirements

•       Class B. Benguet                                                            

80-5, 
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80-7

Special Initial Margins (Rule 431)

•       Gambling Stocks                                                             

78-59, 

78-63, 

78-69, 

78-76

•       Bally Mfg.                                                                  

78-65

•       Charter Co.                                                                 

79-33, 

79-40

•       Class B. Benguet                                                            

80-5, 

80-7

Special Report (See also FOCUS)
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•       Due to recent market conditions                                             

79-59

•       FOCUS Page 12                                                               

80-6, 

80-8, 

80-30

Special Reserve Bank Accounts

•       Securities qualifying for Special Reserve Bank                              

83-36

Account for the exclusive benefit of customers

Specialists

•       Rules                                                                       

76-25

•       Performance evaluation                                                      

76-38

•       Not subject 
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NYSE Rule 111(a)                                                

77-4

•       Capital and manpower                                                        

77-28, 

77-52

•       Status requests                                                             

77-36, 

80-17

•       Withdrawal from competition                                                 

77-57

•       Floor brokerage commission income                                           

78-24

•       Pre-opening notification of altered messages (ITS)                          

79-29

•       Stock reallocation                                                          

79-38
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•       Performance evaluation questionnaire                                        

81-13

•       Control relationships with specialty stock company                          

81-34

•       Amendment to 

Rule 103A                                                      

83-9

•       Specialty Stock Options Transactions                                        

85-8

•       Submission of Form 81                                                       

85-48, 

86-6

•       Competing Specialists                                                       

86-15

•       New 

Rule 98 - facilitates diversified organizations' entry                  
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87-1

into NYSE specialist business

Sponsorship Requirements

•       Age of proposed members                                                     

76-56

Stabilizing Bids

•       Trade liquidation 

SEC Sec. 11(a)                                            

79-28

Status Requests

•       Specialists                                                                 

77-36, 

80-17

Stock Loaned

•       In excess of value received - 

SEC Rule 15c3-1                               
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77-30

Subordination Agreements

•       Standard Forms                                                              

77-58

•       Seat Financing                                                              

78-93

•       Entered prior to 9/1/77                                                     

79-35

•       Revisions of requirements conforming to CFTC                                

80-33

requirements

•       Capital borrowed pursuant to subordinated loan agreements                   

81-40

•       Changes in CFTC capital rule and its effects on                             

83-3

subordinated loans for dual members
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Subsidiaries and Affiliates

•       FOCUS reporting                                                             

76-17

•       Restrictions on activities                                                  

76-35

•       Audit Requirements                                                          

77-8

Substitute Clearing Account

•       Unmatched trades                                                            

80-1, 

80-11

Supervision and control

•       Incoming Mail - 

Rule 342                                                    

78-86

•       Sales Supervisor Exam (Series 8)                                            

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

607

http://prod.resource.cch.com/resource/scion/citation/pit/76-17/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/76-35/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/77-8/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/80-1/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/80-11/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE342/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/78-86/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


81-57

•       Regulatory News: New cases of misappropriation and                          

82-1

conversion

•       Sales supervision manual                                                    

82-41

•       Undue concentrations in securities and                                      

83-33

commodities

•       Fraudulent Memoranda                                                        

83-47

•       Guidelines for Repurchase Transactions                                      

84-17

•       Misappropriations by Employees                                              

84-21

•       Sales Practice                                                              
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86-17

Supervisory Analyst (Rule 344)

•       Examination scheduling information                                          

80-44

•       Revised examination                                                         

82-33

•       Amendments to 

Rule 344 (qualifications and                                  

83-22

exams)

Suspension, Denial or Limitation of Access to Exchange Services and

Facilities

•       

Rule 475                                                                    

78-45

•       Hanover Square Securities Group Inc.                                        
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83-44

•       Parr Securities Corp.                                                       

85-15

•       Norwood Securities Corp.                                                    

86-46

Tax Switching Transactions

•       

SEC Rule 17a-15, NYSE Rule                                                  

78-72, 

79-71, 

80-61, 

81-59, 

82-64, 

116

                                                                                 

83-50, 
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84-27, 

84-32, 

85-44

•       

NYSE Rule 78                                                                

86-38, 

86-42

Taxpayer ID Numbers

•       and back-up withholding requirements                                        

83-46

Terminated Employees

•       Reports - 

Rule 351                                                          

78-84

•       Adoption of Amended U-5                                                     

80-39
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Transfer of Customer Accounts

•       Proposed amendments to 

Rule 412                                             

82-49

•       Adopted Amendments                                                          
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February 23, 1987

  

Market Surveillance Services

 TO: All Members and Member Organizations

SUBJECT: Questioned Trades (QTs)

This is to remind you that the Question Trade (QT) procedures, described in Exchange Rule 134 (see
attached), must be adhered to explicitly. Members or Member Organizations not party to a questioned trade
are prohibited from accepting the QT and placing the trade into their own or related account. Furthermore,
Members and Member Organizations are prohibited from giving the QT to another party who was not so
entitled by virtue of their not being a participant on the questioned trade.

Failure to comply with Exchange Rule 134 may result in formal disciplinary proceedings.

Any questions relating to the QT rules should be directed to Daniel Saporito on (212) 656-5097 or Ronald
Jordan on (212) 656-3830.

Donald J. Solodar

Senior Vice President

Attachment

Differences and Omissions - Cleared Transactions (“QT's”)

Rule 134.

(a) When a member or member organization which is a participant in a Qualified Clearing Agency questions
a transaction which the Clearing Agency has reported, or failed to report, to the member organization as a
comparison item, such clearing member or member organization shall communicate that fact by telephone to
the other party to the transaction as soon as possible.

(b) If the transactions is not promptly acknowledged by both parties, every attempt should be made to
resolve the item through appropriate back office procedures or on the Trading Floor, unless the rules of such
Qualified Clearing Agency govern in the matter. If the rules of such Qualified Clearing Agency do not govern,
then the following Paragraphs c, d and e will govern.

(c) Items not yet resolved on or after 2:00 p.m. on the second business day following the day of the
transaction will be handled through a “Questioned Trade” procedure. A firm failing to have a transaction
compared will prepare, in triplicate, a Questioned Trade Form (QTF) which will be sent to its executing
broker along with copies of all relevant Floor reports after 2:00 p.m. on the second business day following
the transaction, if possible, but in any event prior to the opening of the Exchange on the third business day.
After receiving the Questioned Trade Form the executing broker will contact the broker with whom he traded
sometime prior to the opening on the third business day following the transaction, but not later than one hour
after the opening of business on that day.

(d) The Floor broker or brokers to whom such a transaction is reported shall investigate it immediately

(e) The first copy (Clearing Agency copy) and the second copy of the Questioned Trade Form are to be given
to the executing broker representing the firm on the other side of the trade; the third copy is to be retained
by the broker representing the firm that has the open trade. When the executing broker on the other side is a
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specialist or a $2 broker, the second copy and the Clearing Agency copy will also be given to him to pass on
to the party for whom he acted.

(1) In cases where the executing brokers agree on a transaction, the initials of a member or allied member of
the parties to the trade is affixed to the Questioned Trade Form - along with all other pertinent data-copy 3 is
retained by the firm questioning the trade; copy 2 by the firm on the other side. The Clearing Agency copy (in
all instances except a DK) will be sent directly to the Qualified Clearing Agency designated by the executing
brokers to initiate the comparison.

(2) Transactions agreed upon, either as OK or DK, shall be resolved by the initialling of the Questioned

Trade Form by all parties to the trade not later than 4:00 p.m. on the third day after the trade.

(a) Trades DK'd may be closed out by the questioning firm under the provisions of Rule 283.

(b) The initialling of the Questioned Trade Form, as a DK, will constitute the notice requirement of Rule 283.

(3) In the event a specialist or $2 broker knows a trade, but cannot yet give a name or the name he gives
up has not acknowledged the trade, the specialist (or $2 broker) shall notify a member or allied member of
the firm that gave him the order of the facts and turn over to him the second copy and the Clearing Agency
copy of the Questioned Trade Form. Such representative must give an answer by 11:00 a.m. the following
business day. If the firm for whom the specialist (or $2 broker) acted now knows the trade, the procedure
under (1), above, is followed. If that firm does not know the trade, then the specialist (or $2 broker) must have
the trade cleared for own account. The Questioned Trade Form is completed by the specialist (or $2 broker)
by inserting his clearing. firm and initialling.

(f) Transactions that cannot be compared within five business days after the trade date shall be closed out
under the provisions of Rule 283.
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February 23, 1987

  

Market Surveillance Services

 TO: All Members and Member Organizations

SUBJECT: Percentage Orders

The importance of properly handling and executing percentage orders cannot be overemphasized. As a
reminder, please note that:

•A percentage order can only be executed to the extent that it is elected by volume in the stock (except when
the specialist treats the percentage-order as a normal limited price order pursuant to written instructions to
convert (CAP) from the entering broker).

•The elected portion shall be considered entered at the time of election and must go behind any other orders
previously entrusted to the specialist at the same or better price.

•If the entering broker gives the specialist written instructions to convert any unelected portion of a percentage
order, the specialist may do so as long as the conversion occurs on stabilizing ticks (purchases on” minus” or
“zero minus” ticks or sales on “plus” or” zero plus” ticks).

•As with elected portions of percentage orders, converted (CAP) portions of a percentage order must go
behind any limit orders in the specialist's possession at the same or better price.

•A specialist may not accept instructions which would re-quire that an order be handled as a “not held”
order,such as “over the day, or “participate, don't initiate”.

Any questions regarding percentage orders may be directed to John Gregoretti on (212) 656-6791 or William
Iommi on (212) 656-6829.

Donald J. Solodar

Senior Vice President
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January 30, 1987

  

Enforcement and Regulatory Standards

 PLEASE ROUTE TO: CREDIT, COMPLIANCE, OPERATIONS, P&S, CONTROLLER, TRADING AND
UNDERWRITING DEPARTMENTS

TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: MANAGING PARTNER/CHIEF EXECUTIVE OFFICER AND SUBSCRIBERS

SUBJECT: BRITISH AIRWAYS, Plc AMERICAN DEPOSITARY RECEIPTS - NYSE, SEC AND FRB
REQUIREMENTS AND GUIDELINES

The underwriting of British Airways Plc, American Depositary Shares (ADS) is scheduled, subject to
effectiveness of registration under the Securities Act of 1933, on or about February 11, 1987. As indicated in
the preliminary prospectus dated January 27, 1987:

- Upon full payment of the purchase price plus amounts in respect of UK stamp duty reserve tax (currently
1 1/2% of each installment of the purchase price), each American Depositary Share will represent ten
outstanding Ordinary Shares of British Airways Plc. Prior to full payment, the American Depositary Shares
will be evidenced by Interim American Depositary Receipts (Interim ADRS). Upon full payment, they will be
evidenced by ADRs in definitive form.

- Interim ADRs are expected to begin trading “Regular Way” on the Exchange on February 11, 1987.

- The initial offering price will be 12.50 British pounds sterling (e.g. the equivalent of $19.00 at a conversion
rate of $1.52 per ADS) with the first installment at a U.S. dollar equivalent of 6.50 British pounds. The second
installment due August 18, 1987 will be a U.S. dollar equivalent of 6.00 British pounds sterling.

- Holders of the Interim ADRs are responsible for payment of the final installment plus amounts in respect of
UK stamp duty reserve tax (currently 1 1/2% of each installment).

Member organizations should review their operations and systems and coordinate with NSCC, DTC and the
“Depositary” to assure themselves that the Interim ADRs are processed appropriately.

In view of some of the unique aspects of this offering, the Exchange wishes to advise member organizations
of certain special requirements which have been adopted as well as reiterate applicable existing regulations.

Margin Requirements 1 

Federal Reserve Board Regulation T - In accordance with Regulation T, any security that is registered on or
has unlisted trading privileges on a national securities exchange is a “margin security” and may be purchased
or carried in a margin account. The margin required on a “margin security” is 50% of the current market value.

Since the ADRs will be listed and traded on the Exchange, they are eligible for margin privileges. However,
members of the underwriting and selling group, under SEC Rule 11(d)(1) of the securities Exchange Act of
1934, are subject to certain restrictions before they can extend credit on the ADRs (see discussion below).

New York Stock Exchange Rule 431 - The Exchange Rule 431 initial and maintenance margin requirements
for customers are: 25% of the current market value of all ADRs “long” in the account; $5 per ADR or 30% of
the current market value of the ADR, whichever is greater, of each ADR “short” in the account selling at $5
per ADR or above; and $2.50 per ADR or 100% of the current market value of the ADR, whichever is greater,
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of each ADR “short” in the account selling at less than $5 per ADR. In addition, on new transactions the Rule
requires a minimum equity in margin accounts of at least $2,000, except, that cash need not be deposited in
excess of the cost of any ADR purchased.

The Exchange has determined that the ADRs shall be subject to the above existing maintenance
requirements. However, the Exchange will closely monitor the market activity and price volatility of the ADRs
and, if appropriate, impose higher requirements as permitted under Rule 431(a).

Member organizations should also closely monitor activity in the ADRs with a view toward imposing higher
“house” maintenance requirements, when appropriate, in order to maintain sufficient equity in customer's
margin accounts because of the installment payment method of ADRS.

Securities Exchange Act of 1934, Section 11(d)(1) - This provision prohibits a person who is both a broker
and a dealer from extending credit to a customer on any security which is part of a new issue where the
broker-dealer is a member of a selling syndicate or underwriting group for such new issue. In addition to
prohibiting the extension of credit in connection with the original sale of the security, the Section, and .03,
Scope of Section, prohibits the security from being used as collateral in connection with other transactions
that the broker-dealer may effect for the customer. This prohibition shall be in effect for 30 days commencing
as follows:

     Selling group participants  - from the date on which the broker-dealer

                                   completes its distribution.

     Underwriters                - from the date when both the distribution is

                                   completed and the underwriting agreement is

                                   terminated.

SEC Capital and Reserve Formula Requirements

Due to the unusual aspects of the offering, the Securities and Exchange Commission has approved special
Capital, Reserve Formula and Custody and Control of Securities requirements until August 25, 1987 as
outlined below.

Capital Requirements (Rule 15c-1)

Proprietary Positions - Member organizations computing net capital under the basic or alternative methods
will be subject to a net capital charge equal to 15% of the sum of the market value of the Interim ADRs plus
the estimated contractual liability (based on prevailing exchange rates) for any unpaid installments. For
example, if after payment of the first installment, the Interim ADRs are selling at $9.88 the deduction under
the basic and alterative methods would $9.88+$9.12 (hypothetical cost of final installment)×.15=$2.85 per
Interim ADR.

Underwriting Positions - Underwriters shall be subject to a capital charge equal to 15% of the total offering
price (based Upon prevailing exchange rates) on the day registration of the Interim ADRs becomes effective.
For example an offering price based on an exchange rate of $1.52 would be the equivalent of $19.00 per
definitive ADR (with an initial offering price of 12.5 British pounds sterling) and would result in a charge of
$2.85 per Interim ADR. This charge would apply to member organizations computing net capital under the
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basic or alternative method. The initial capital charge on the total offering can be subsequently reduced to the
extent that sales are confirmed to customers.

Reserve Formula (Rule 15c3-3) - Ledger credits and adequately secured debits relating to customers'
transactions in the ADRs are to be included in the Formula Computation. For example, in February
1987 ledger debits and credits relating to the Interim ADRs must be included in the Reserve Formula
Computations. When the definitive

ADRs are traded regular way in August 1987 ledger debits and credits relating to those ADRs must be
included in the Reserve Formula Computation.

Custody and Control of Securities (Rule 15c3-3) - The adjusted ledger debit used for the purpose of
calculating the value of excess margin securities based on 1404 should not include the liability to pay the final
installment until the Interim or definitive ADRS, as the case may be, are traded regular way.

Operational Procedures

The Exchange will monitor the operational aspects of the offering within member organizations and the
clearing agencies and, if necessary, implement any special procedures or reporting mechanisms that may be
appropriate.

Disclosure of Customer's Liability

Member organizations should take extraordinary measures to insure that customers are aware of the
installment nature of payment for the ADRS, and the obligation of the holder of Interim ADRs to make
payment of the future installment. Pursuant to Rule 401 (Business Conduct) members and member
organizations shall, at a minimum, make appropriate disclosure to all customers who purchase Interim ADRs
of the remaining installment and the amount payable in British pounds sterling. Such disclosure must be
made at or before the completion of the transaction:

1) as part of the trade confirmation (either by imprinting or stamping) or

2) as separate notification (which must accompany the trade confirmation).

The Exchange suggests the following language be imprinted on trade confirmations. The language is
necessarily abbreviated due to limitations of available space on, and computer processing of, confirmations.

FOR INTERIM ADRs

BUYER ASSUMES OBLIG TO PAY

FNL INSTL OF 6

PDS. STLG. EACH PLUS UK TAX

Member organizations that stamp confirmations or use a separate notification for disclosure will be expected
to use language less abbreviated than that suggested above.

The Exchange suggests that after each purchase of Interim ADRS, the firm monthly statement of account
sent to customers, or a separate notice sent at or about the same time, shall fully disclose: 1) the customer's
liability for, and the amount of, the remaining installment payable in British pounds sterling and 2) that part
or all of their position in Interim ADRs may be liquidated in the event of non-payment of the remaining
installment. Members and member organizations are also encouraged to send such disclosures with all
monthly statements sent to customers so long as the customer holds Interim ADRS.

Members and member organizations should consult with their counsel on the exact disclosure language to be
used and the manner in which that disclosure should be made.

Members and member organizations should also hold educational seminars and/or distribute appropriate
written materials to sales personnel prior to the effective date of the offering in order to insure their familiarity
with the unusual nature of the offering.
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Recordkeeping - BONUS SHARES

A US or Canadian individual who purchases ADSs in the initial offering and continuously holds that interest
(whether as ADRs evidencing ADSs or directly) until 4 p.m. (New York time) on February 28, 1990 and
who otherwise satisfies the conditions for qualification will be entitled to receive a share bonus, without any
additional payment, of one Ordinary Share (up to a maximum of 400 Ordinary shares-equivalent to 40 ADS)
for each 10 Ordinary Shares so held.

In order to qualify for the bonus shares, a Share Bonus Registration Form must be filed with Morgan
Guaranty Trust Company, the ADR Depositary , not later than April 1, 1987. A specimen copy of the
registration form will be included in the final prospectus.

The Registration Form must be completed in order for such individual to be eligible for bonus shares. The
form requires certification by such individual that he is a qualifying individual as described in the prospectus,
as well as certification by the individual or his qualifying nominee (1) that such individual purchased or such
nominee purchased for such individual a specified number of ADSs in the Combined Offering, (2) as to
such individual's name, address, social security (or social insurance) number, and where applicable internal
account number with such qualifying nominee. Only one application for bonus shares may be made on behalf
of any qualifying individual. If more than one Registration Form is received by the Depositary on behalf of any
qualifying individual, such qualifying individual will lose all rights to bonus shares.

In addition, the Registration Form requires that qualifying nominees will, on request (not more than once
a year), give HM Government details of those qualifying individuals for whom it has ceased to hold such
specified number of ADSs (otherwise than as a result of a transfer to the name of such an individual) and
of the number of bonus shares for which they have accordingly ceased to be entitled and acknowledgment
that, where applicable, HM Government or its accountants may audit such nominee's records showing the
foregoing.

Member organizations must maintain records which will allow identification of customers entitled to participate
in the share bonus as described in the prospectus.

* * *

NOTE THAT THE PROSPECTUS INCLUDES PROVISIONS RELATING TO RESTRICTIONS ON
OWNERSHIP OF SHARES AND VOTING OF UNDERLYING DEPOSITED SECURITIES. MEMBER
ORGANIZATIONS SHOULD REVIEW CAREFULLY THE PRELIMINARY PROSPECTUS DATED JANUARY
27, 1987 AND THE FINAL PROSPECTUS WHEN EFFECTIVE.

* * *

Questions regarding margin requirements should be directed to Richard Nowicki (212) 656-7683 or Steven
Levine (212) 656-7080. Questions on other subjects discussed in this memorandum should be directed to
Manny Brodsky (212) 656-6924 or Maurice Minen (212) 656-4815.

     Donald N. Malawsky            Edward A. Kwalwasser

     Senior Vice President         Senior Vice PResident

Copyright 2019, NYSE Group, Inc. All rights reserved.
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1  As used herein the term "ADR" includes Interim and definitive ADRs.
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January 30, 1987

  

Market Surveillance Services

 TO: All Members and Member Organizations

SUBJECT: Audit Trail Requirements

This is to again remind all members and member organizations of their obligation to submit audit trail data for
all transactions effected on the Floor in accordance with Exchange Rule 132. Specialists and $2 Brokers are
reminded of their responsibility to provide complete and accurate audit trail data on reports for agency orders.

In this regard, every member must include his or her broker badge number as well as the contra broker badge
number for every transaction. However, when trading with a specialist, an “X” is accepted as a good contra
broker badge number.

Also, if an order is left with a specialist and executed by the specialist, an “X” is accepted as a good executing
broker badge number.

The Exchange is vitally concerned that complete and accurate information is submitted by all members and
member organizations, and fines have been imposed against member organizations for failure to comply with
Rule 132, as provided in Rule 476A.

If there are any questions regarding audit trail requirements, please call Mr. Vincent Sarnatora at (212)
656-4597 or Mr. David Leibowitz at (212) 656-4588.

Donald J. Solodar

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
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Market Surveillance Service

 TO: All Members and the Managing Partner/Chief Executive Officer of Each Member Organization

SUBJECT: Appropriateness of Member Financial Responsibility Standards

The purpose of this Bulletin is to discuss the Exchange's preliminary views on members' financial
responsibility requirements and standards. The Exchange believes that in today's volatile, high-volume
markets, characterized by ever-increasing trade sizes and rising stock prices, it is of the utmost importance
to the NYSE's reputation for integrity and fairness that all members be capable of discharging financial
obligations they may incur in their business dealings with one another on the NYSE, and that all parties to
trades on the Exchange have the assurance that contracts entered into in this market will be honored.

In this regard, the Exchange considers it appropriate to discuss several possible conceptual approaches
aimed at ensuring that overall financial responsibility standards continue to be appropriate and meaningful in
light of the characteristics of current markets. The Exchange is seeking the views of members and member
organizations on the concepts discussed below, and will consider carefully any comments received before
preparing any formal proposals in this area.

Evidence of Financial Responsibility

The Exchange is concerned that all members executing orders on the Floor demonstrate evidence of financial
responsibility, appropriate to today's markets, to meet liabilities to other members incurred in the conduct of
business on the NYSE.

Exchange Rule 325(e) currently provides that each member who executes orders on the Floor must provide
evidence of his financial responsibility, in the amount of $50,000, by one of the following methods:

(i) a written guarantee by a clearing member organization that has excess net capital of not less than
$50,000;

(ii) $50,000 held by an independent agent in escrow;

(iii) a letter of credit issued by a bank or other party acceptable to the Exchange in the amount of $50,000; or

(iv) the current value of a member's membership, provided that the current value of such membership equals
or exceeds $7S,000.

Rule 325(e) also provides that “The Exchange will consider alternate methods of compliance with the financial
responsibility standard.”

The Exchange believes that it would be appropriate to raise the dollar amount specified in Rule 325(e) from
$50,000 to $100,000 as to items (i), (ii) and (iii) noted above, and to provide that the value of an Exchange
membership may be used as evidence of financial responsibility only when the value of such membership
is at least $150,000. The Exchange is also proposing to add two methods to those specified in the Rule for
providing evidence of financial responsibility:

(i) marketable securities with a total value of a least $100,000 (after appropriate haircuts) on deposit with an
organization acceptable to the Exchange, and readily available to satisfy obligations incurred in the course of
trading on the NYSE; and
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(ii) in the case of a lessee, the value of the lessor's “seat”, where the current value of such “seat” is at least
$150,000, provided that the lease agreement between the parties expressly states that such “seat” shall
constitute evidence of the lessee's financial responsibility, and it shall be available to satisfy the lessee's
obligations as provided in Rule 32S(e).

Pledge of a Member's “Seat”

In any case where a member for himself, or a lessor for his lessee, uses the value of a “seat” as evidence of
financial responsibility, the member/lessor shall agree to pledge such “seat”, free of any lien or encumbrance,
to satisfy obligations that may be incurred in the course of trading on the Exchange. Such a procedure is
intended to provide an effective means of selling a member's/lessor's “seat” to discharge obligations that
cannot be met in any other fashion.

Responsibility of Member Organization for Member's Contracts

The increase in financial responsibility requirements for each individual member who executes orders on
the Floor in no way affects the responsibly of that member's member organization for all of his contracts
entered into on the Floor. Article VII, Section 3 of the Exchange's Constitution provides that every contract
entered into on the Floor by a member shall be binding on the member organization with which that member
is associated as a member.

Error Accounts and the Use of Difference Checks

To further ensure that appropriate financial responsibility standards are in place, the Exchange believes that it
may be necessary to adopt certain requirements with respect to the resolution of errors. One approach would
be to require each member to have an error account, in his own name, fully guaranteed by a clearing member
organization. Indeed, a requirement that each member have an error account would reinforce the provisions
of Rule 134, which provides in part that when a member organization for whom an unassociated member
executes an order does not know the trade, the executing member “must have the trade cleared-for his own
account”. In the case of a member affiliated with a member organization that does a public business and may
have several members associated with it, the error account requirement could be satisfied by an “omnibus”
error account in the name of the member organization. In certain limited circumstances, as discussed below,
a member would still be permitted to use a so-called “difference check” procedure for relatively minor errors.

Where a clearing member organization has no knowledge of a trade, the member executing such trade would
take it into his own error account, and have the trade cleared for his own account, as provided in Rule 134.

Where a clearing member organization has knowledge of the trade, but terms of the trade are in error, the
member executing the trade would take the trade into his own error account if the amount of the error is
$3,000 or more. If the amount of the error is less than $3,000, and the member executing the trade was not
affiliated with the member organization that originated the order, the originating member organization could, at
the request of the executing member, take the trade into its own error account. The executing member would
then settle the amount of the error by means of a “difference check.” Except for this one kind of situation, no
member would be permitted to use a difference check to settle the amount of an error.

Under this approach, any member using a difference check should maintain complete records as to the
nature and size of the error, how the error was resolved, etc. Such records would be available to the
Exchange for inspection as requested.

While the Exchange believes that an error account requirement appears to be the most appropriate means for
handling error trades, (other than the relatively small errors noted above), the Exchange also notes that it has
been suggested that proper safeguards can be maintained without mandatory error accounts, provided that
all errors above a specified amount, and the ways in which they are resolved, are reported promptly to the
Exchange. The Exchange welcomes the views of members and member organizations on these alternatives,
and suggestions for any other procedures regarding the handling of errors which may be appropriate.
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Need for Accurate Recordkeeping

Members and member organizations are reminded of the need to make and maintain accurate records of all
transactions, including the pertinent financial details thereof. Inaccurate or incomplete records and failure to
comply properly and completely with Exchange reporting requirements will result in appropriate enforcement
action.

* * * * *

Comments on the above matters should be directed in writing to Mr. Santo Famularo, Assistant Vice
President, Market Surveillance Services, New York Stock Exchange, 11 Wall Street, New York 10005.
Comments should be submitted within 30 days of the date of this memo. Questions may be directed to Mr.
Famularo at (212) 656-2074 or Brian McNamara at (212) 656-7086.

Donald J. Solodar

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Member Firm Regulation

 TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: SUPPLEMENT TO INFORMATION MEMO 86-46

Norwood Securities, which has an office at 6134 North Milwaukee Avenue, Chicago, Illinois, is not the
Norwood Securities Corporation which has an office at 25 Broad Street, New York, New York and was the
subject of Information Memo No. 86-46 announcing its suspension as a member organization of the New
York Stock Exchange Inc.

Any questions regarding this announcement may be directed to Richard A. Greves at (212) 656-6050.

Edward A Kwalwasser

Senior vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.
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January 8, 1987

  

Enforcement and Regulatory Standards

PLEASE ROUTE TO TRAINING, COMPLIANCE AND REGISTRATION PERSONNEL

 TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECTS: (1) Effect of Tax Reform Act of 1986 on Series 7 General Securities Registered Representative
coverage.

(2) Change in the date of Series 7 Examination April, 1987 Administration.

Beginning with the January,.1987 administration, Series.7 General Securities Registered Representative
questions will reflect the provisions of the Tax Reform Act of 1986. No questions will be addressed to the
phasing out provisions of this act.

Because of the Easter holidays, the April Series 7 Administration has been rescheduled for April 25.

James F. Swartz, Jr.

Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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Market Surveillance Services

 TO: All Members and the Managing Partner/Chief Executive Officer of Each Member Organization

SUBJECT: New Rule 98 to Facilitate Diversified Organizations' Entry into the NYSE Specialist Business

The Securities and Exchange Commission recently approved new NYSE Rule 98 and implementing
Guidelines designed to facilitate diversified organizations entering the specialist business on the NYSE
without having their non-specialist related activities unnecessarily limited by a number of specialist regulations
that would otherwise apply. (New Rule 98 is annexed as Exhibit A. The implementing Guidelines are annexed
as Exhibit B. The regulations from which exemptive relief is provided by Rule 98 are annexed as Exhibits C
through H).

New Rule 98 expresses a “functional regulation” concept based on-the philosophy that regulations
appropriately imposed on a specialist organization need not also be imposed on an associated diversified
firm, provided that proper safeguards are in place. These safeguards are promulgated in the Guidelines which
implement new Rule 98.

It is not mandatory that a diversified firm and an associated specialist organization comply with Rule 98. If the
diversified firm chooses not to seek exemptive relief under Rule 98, it simply remains subject to a number of
restrictions that are also applicable to its associated specialist unit. If a diversified firm does choose to seek
Rule 98 exemptive relief, it must structure its operations in conformity with the considerations stated in the
Guidelines, and establish proper audit and compliance procedures to ensure that an appropriate “functional
separation” is maintained between it and an associated specialist unit.

This Information Memo discusses below:

•the nature of restrictions applicable to diversified firms associated with specialist organizations;

•the specific exemptive relief provided by Rule 98;

•restrictions for which exemptive relief is not available;

•the elements of an acceptable “functional regulation” program;

•the requirement that a diversified firm obtain written approval from the Exchange before acting in reliance on
the Rule 98 exemptive relief; and

•the possible impact of 1934 Act provisions and SEC regulations.

Restrictions on “Approved Persons” of Specialists

Under the Exchange Constitution and Rules, a person or entity entering into any type of “control” relationship
with a member organization may be deemed to be an “approved person” of the member organization. The
term “approved person” refers to an individual or entity that controls a member organization, or is engaged in
the securities business and is either controlled by or is under common control with a member organization.
Under Exchange Rule 2, a person or entity (including another member organization) may be deemed to
“control” a specialist organization if it directly or indirectly:

(i) has the right to vote 25 percent or more of the voting securities;

(ii) is entitled to receive 25 percent or more of the net profits; or
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(iii) is a director, general partner, or principal executive officer (or person occupying a similar status or
performing similar functions) of the specialist organization.

Thus, a diversified firm entering into a “control” relationship with a specialist organization, would be deemed
to be an approved person of the specialist organization. Such a “control” or “approved person” relationship
could arise where an organization became associated with an existing specialist organization, or where it
established a specialist organization as a separate subsidiary or affiliate. Approved persons of specialist
organizations (sometimes also referred to in this Information Memo as “associated” approved persons) are
subject to a number of Exchange Rules that place restrictions on their ability to have transactions for their
own accounts in specialty stocks effected on the Exchange, prohibit trading in specialty stock options, prohibit
“popularizing” of specialty stocks, and prohibit business transactions with the issuer of a specialty stock.
These restrictions, and the exemptive relief provided by Rule 98, are discussed below.

Rule 98 Exemptive Relief

Rule 98 provides the following exemptive relief for an “approved person” of a specialist organization that
complies with the Rule 98 implementing Guidelines:

              Restriction                                            Exemptive Relief

              A. 

Rule 104. This Rule provides that a                 A. Restriction does not apply to a

              specialist may not effect any purchase or sale         “

Rule 98 approved person.”

              of a specialty stock for the account of an

              associated approved person, unless such

              transaction is reasonably necessary to permit

              the specialist to maintain a fair and orderly

              market.

              B. 
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Rule 104.13. This Rule provides that a              B. Restriction does not apply to a

              purchase or sale of a specialty stock for the          “

Rule 98 approved person.”

              account of an associated approved person

              must be for investment purposes and effected

              in a stabilizing manner.

              C. 

Rule 105. This Rule provides that an                C. Restriction does not apply to a

              approved person associated with a specialist           “

Rule 98 approved person.”

              organization may trade in specialty stock

              options only to hedge an existing position in

              a specialty stock.

              D. 

Rule 113.20. This Rule prohibits an                 D. Restriction does not apply to a

              approved person associated with a specialist           “
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Rule 98 approved person” provided it

              organization from “popularizing” (i.e.,                discloses:

              soliciting orders, issuing research reports,           (i) it is associated
 with a specialist

              making recommendations, etc.) a specialty              who makes a market
 in a particular

              stock.                                                 stock;

                                                                     (ii) at any given
 time, the

                                                                     associated
 specialist may have a “long”

                                                                     or “short” inventory
 position in the

                                                                     stock; and,

                                                                     (iii) the associated
 specialist may

                                                                     be on the opposite
 side of orders

                                                                     executed on the
 Floor of the Exchange

                                                                     in the stock.

              E. 
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Rule 460. This Rule prohibits a specialist          E. The basic restriction against

              and an associated approved person from                 engaging in business
 transactions

              engaging in business transactions with the             (other than
 underwritings as discussed

              issuer of a specialty stock. The rule also             below) does not
 apply to a “

Rule 98

              provides that a specialist and an associated           approved person.”
 The 10% beneficial

              approved person shall not, either individually         ownership limitation
 applies separately

              or in the aggregate, acquire the beneficial            to a “

Rule 98 approved person” and its

              ownership of more than 10% of the                      associated
 specialist organization, and

              outstanding shares of a specialty stock.               no aggregation of
 positions is

                                                                     required.

                                                                     Underwritings

                                                                     (I) A “
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Rule 98 approved person” may

                                                                     not act as a
 managing underwriter of a

                                                                     specialty stock, or
 of a security

                                                                     convertible into a
 specialty stock.

                                                                     (ii) A “

Rule 98 approved person” may

                                                                     act as a member of a
 syndicate or

                                                                     selling group as to
 an underwriting of a

                                                                     specialty stock or a
 security convertible

                                                                     into a specialty
 stock. Note that if a

                                                                     “

Rule 98 approved person” does so, the

                                                                     associated
 specialist organization must
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                                                                     “give up the book”
 to an unassociated

                                                                     specialist unit
 which would trade the

                                                                     specialty stock for
 its own account

                                                                     during the period
 that 

SEC Rule 10b-6

                                                                     is applicable to the
 approved person.

                                                                     (iii) A “

Rule 98 approved person”

                                                                     may act as an
 underwriter in any

                                                                     capacity as to a
 non-convertible debt

                                                                     issue of a specialty
 stock issuer. 

Rule 
                                                                     10b-6 does not
 require the associated

                                                                     specialist
 organization to “give up the
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                                                                     book” in this
 instance.

Restrictions on Approved Persons for Which Exemptive Relief Is Not Available

There are two Rules containing restrictions on associated approved persons which have not been modified
under the Exchange's Rule 98 proposal. These Rules apply to approved persons of members generally, and
are not limited in their application only to approved persons of specialists. Basically, these Rules promote
public investor confidence in the fairness of the NYSE market, and are designed to minimize potential
conflicts of interest.

Rule 91 A member may not cross a customer's order with an order that he knows is for the account of an
approved person associated with his member organization unless the member offers (bids) on behalf of
the order in the open market at a price which is higher (lower) than his bid (offer) by the minimum variation
permitted.

Rule 92 A member may not bid for or purchase any security for the account of an approved person
associated with his member organization while the member personally holds, or has knowledge that his
organization holds, an unexecuted market buy order of a customer in that security. The same principle not to
compete with customers' orders applies in the case of selling a security and in the case where the member
holds a customer's limit order capable of execution.

The Elements of An Acceptable “Functional Regulation” Program

The following are the principal elements of a “functional regulation” program that would provide exemptive
relief to a “ Rule 98 approved person”:

•Formal organizational separation between the approved person and the associated specialist organization;

•Only general managerial oversight is permitted - the approved person may not exert influence on an
associated specialist's particular marketmaking decisions;

•Generally, only the approved person's chief executive officer, chief operational officer, chief financial officer,
and senior officer responsible for overseeing the specialist organization may have access to privileged
information concerning the associated specialist organization;

•There must be confidential treatment of:

- the specialist's “book”

- information regarding trading positions

- information derived from margin and clearing arrangements

- information derived from business transactions with the issuer

- information pertaining to proposed research reports,

- recommendations, etc.;

•Separate books, records, and financial accounting;

•All applicable capital requirements met separately;

•The specialist organization cannot give any market information to a broker associated with the approved
person that it would not give to any other broker. The specialist organization cannot initiate the giving of
information to an associated broker, but may respond to a request for such information;

•An individual can be associated with both the approved person and the specialist organization only for
managerial oversight purposes; and
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•No individual associated with the approved person may act as a Competitive Trader or Registered
Competitive Market Maker in a specialty stock.

The Rule 98 implementing Guidelines spell out in more detail the elements required for an acceptable
“functional regulation” program, and also indicate the responsibilities of compliance officers where there may
be breaches of the internal controls specified in the Guidelines. In particular, paragraph (i) of the Guidelines
provides that a specialist organization's compliance officer must, in certain situations where internal controls
have been breached, make a determination as to whether or not the “book” in one or more of the specialist
organization's registered stocks should be transferred. In any case, where the compliance officer makes
a determination to transfer the “book”, he should immediately notify the Exchange. The Guidelines also
require monthly “after the fact” reporting by an approved person associated with a specialist member
organization of any material investment banking activities in which it has engaged, and material research
reports, recommendations, etc. it has issued, in any security in which an associated specialist is registered.

Notification that a specialist's “book” is to be transferred (either in connection with paragraph (i) of the
Guidelines as mentioned above or in connection with SEC Rule 10b-6), and monthly reporting by an
approved person of material investment banking activities and research reports, recommendations, etc. in
stocks in which an associated specialist is registered, should be made to William Iommi, Manager (212)
656-6784, Market Surveillance Services, New York Stock Exchange, 11 Wall Street, New York, New York
10005.

Any serious breach of the internal controls would be viewed by the Exchange as an extremely significant
matter. In any case brought by Exchange management alleging such a breach, management has been
directed by the Board of Directors to seek, as a penalty, the de-registration of one or more of the specialist
organization's most “profitable” stocks. If the Exchange Hearing Panel finds for the Exchange but declines
to impose such a penalty, management has been directed to appeal the sufficiency of whatever penalty
the Hearing Panel did impose to the Exchange's Board of Directors. Another possible penalty for a serious
breach of the internal controls may be withdrawal of approval for any exemptive relief provided by Rule 98.

Exchange Approval Required

As described in detail in paragraph (c) of the Guidelines, an approved person and an associated specialist
organization seeking the exemptive relief provided by Rule 98 must submit a written statement to the
Exchange describing the internal controls they intend to adopt to ensure an effective “functional regulation”
program. They must also describe the compliance and audit procedures they intend to implement to ensure
that the internal controls are maintained.

If it is satisfied that the written statement is in compliance with the Guidelines, the Exchange will give written
notification to the approved person and the associated specialist unit that the exemptive relief provided
by Rule 98 is available to them. Absent such prior written approval by the Exchange, the exemptive relief
provided by Rule 98 shall not be available. Submissions should be made to Robert McSweeney, Assistant
Vice President (212) 656-6766, Market Surveillance Services, New York Stock Exchange, 11 Wall Street,
New York, New York 10005.

Exemptions from Federal Law and SEC Regulations

There are a number of provisions of the Securities Exchange Act of 1934 (and amendments thereto, such
as the Williams Act) and rules promulgated thereunder by the Securities and Exchange Commission that
raise questions as to whether an approved person and an associated specialist organization, organized
in some type of control relationship, should be considered one and the same organization for purposes of
the provision. For example, several such provisions prohibit any person from engaging in specified activity
“directly or indirectly”. Such language might ordinarily be thought to require that activity of the kind prohibited
that is engaged in “directly” by a parent organization, or “indirectly” by the parent through its controlled
subsidiary, must be combined for the purpose of determining whether the parent has violated the provision.
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Other provisions require a person to take certain action, such as the filing of a report with the Commission,
whenever the person, “directly or indirectly”, acquires the “beneficial ownership” of certain securities. Still
others refer to the “net” securities position of a person without indicating whether or not the positions of the
parent and its controlled subsidiary are to be aggregated in determining the parent's “net” position.

In its order approving Rule 98, the Commission directed the SEC staff to issue no action letters to exempt
approved persons and their associated specialist organizations that establish acceptable “functional
regulation” programs from any aggregation requirement under SEC Rule 10a-1 (short sale rule) and Rule
10b-4 (short tendering rule).

The Exchange is in the process of attempting to identify other provisions of rules promulgated under the
1934 Act that it believes should be reviewed as to their potential applicability to an approved person and
its affiliated specialist organization. In general, the Exchange believes that, for the purposes of the Act and
the rules promulgated thereunder, where the exemptions provided for in Rule 98 are available, an approved
person and its affiliated specialist member organization should be viewed as unaffiliated organizations.
Each separately would be subject, of course, to the provisions of the Act and the rules thereunder, but their
activities and securities positions should not be required to be aggregated. The Exchange believes that this
treatment is justified as a direct result of the formal organizational separation and the internal controls that
are required by the Rule 98 proposal. Of course, the Securities and Exchange Commission will make the final
determination as to the applicability of any if its rules.

The Exchange welcomes the views of members and member organizations as to 1934 Act and SEC
regulatory requirements that may require review in light of the Rule 98 proposal.

* * * *

Any questions on Rule 98, the implementing Guidelines, and the exemptive relief provided by an acceptable
“functional regulation” program may be directed to Santo Famularo, Assistant Vice President (212) 656-2074,
or Brian McNamara, Director (212) 656-7086, Market Surveillance Services, New York Stock Exchange, 11
Wall Street, New York, New York 10005.

As noted above, written statements requesting the exemptive relief provided by Rule 98 should be submitted
to Robert McSweeney, Assistant Vice President (212) 656-6766, Market Surveillance Services, New York
Stock Exchange, 11 Wall Street, New York, New York 10005. Notifications by compliance officers that a
specialist's “book” is to be transferred, and monthly reporting by an approved person of material investment
banking activities and research reports, recommendations, etc, in stocks in which an associated specialist is
registered, should be made to William Iommi, Manager (212) 656-6784, Market Surveillance Services, New
York Stock Exchange, 11 Wall Street, New York, New York 10005.

Donald J. Solodar

Senior Vice President

Exhibit A

New Rule 98

Restrictions on Approved Person Associated with a Specialist's Member Organization

(a) So long as paragraph (b) of this Rule is complied with, (i) each specialist within a member organization
that is associated with an approved person shall be exempt from the provisions of Rule 104 and 104.13
as they relate to such approved person, and (ii) the approved person that is associated with such member
organization shall be exempt from (A) the restrictions on trading in specialty stock options as provided by
Rule 105, (B) the prohibition against “popularizing” as provided by Rule 113.20, provided that the disclosures
specified in that Rule are made, and (C) the provisions of Rule 460, except as specified therein.

(b) In order to obtain the exemptions referred to in paragraph (a) above, the approved person and the
specialist member organization with which such approved person is to be associated shall be required
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to obtain the prior written agreement of the Exchange that such approved person and such member
organization are in compliance with the “Guidelines for Approved Persons Associated with a Specialist's
Member Organization” as promulgated by the Exchange and as may be amended from time to time.

(c) Whenever the approved person controls, is controlled by, or is under common control with, a person other
than the member organization with which it is associated, the exemptions provided in paragraph (a) above
shall be available only so long as the approved person and its associated member organization have satisfied
the Exchange that the relationship between the approved person, the member organization and such other.
person satisfies all of the conditions specified in the “Guidelines”.

Exhibit B

Guidelines for Approved Persons Associated with a Specialist's Member Organization.

(a) An “approved person” is a person (other than a member, allied member, or employee of a member
organization) who controls a member or member organization, or is engaged in a securities or kindred
business and is controlled by or under common control with a member or member organization. (The term
“approved person” is defined in Article I, Section 3(g) of the Exchange Constitution. The term “engaged in
a securities or kindred business” is defined in Rule 2.) The term “control” is defined in Rule 2 to mean the
power to direct, or cause the direction of, the management or policies of a person, whether through ownership
of securities, by contract or otherwise. Under the definition, a person is presumed to control another person
if such person, directly or indirectly, has the right to vote 25% or more of the voting securities, or is entitled
to receive 25% or more of the net profits, or is a director, general partner or principal executive officer (or a
person occupying a similar status or performing similar functions), of the other person. In these Guidelines, a
member organization having one or more employees, partners or officers who are members registered with
the Exchange as specialists is referred to as a “specialist member organization” and the approved person of a
specialist member organization is sometimes referred to as being “associated” with the member organization.

The Exchange Rules listed below impose certain restrictions on an approved person who is associated with
the specialist member organization:

• Rule 104 provides that a specialist may not effect any purchase or sale of a security in which he is
registered for the account of an approved person associated with his organization, unless such transaction is
reasonably necessary to permit the specialist to maintain fair and orderly markets.

• Rule 104.13 provides that any transaction for the account of an approved person associated with a
specialist member organization, in any stock in which a specialist in the specialist member organization is
registered, must be for investment purposes and effected in a stabilizing manner.

• Rule 105 provides that an approved person associated with a specialist member organization may trade in
options overlying a specialty stock for hedging purposes only.

• Rule 113.20 prohibits an approved person who is associated with a specialist member organization from
“popularizing” a stock in which a specialist in the member organization is registered.

• Rule 460 prohibits a specialist and an associated approved person from engaging in business transactions
with a company in whose stock the specialist is registered.

The restrictions discussed above were adopted to ensure that approved persons of specialist member
organizations would not be placed in a more advantageous position vis-à-vis other market participants
because of their association with a specialist member organization and their possible access to confidential
information concerning the specialist's book or the specialist's trading activities. The restrictions are also
designed to minimize potential conflicts of interest that may arise when a specialist handles an order for the
account of an associated approved person while also handling public orders and orders for other members, or
when the approved person is trading in a specialty stock. The restriction against “popularizing” is specifically
addressed to concerns about conflicts of interest and the potential for market manipulation that may arise
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when the approved person makes recommendations, solicits orders, etc. in a stock in which an associated
specialist is registered.

The objective of these Guidelines is to provide an exemption from the restrictions discussed above where an
approved person and an associated specialist member organization organize their respective operations in
such a way that the activities of each entity are clearly separate and distinct. Rule 98 and these Guidelines
contemplate “functional regulation” whereby restrictions that are appropriately imposed on the activities of
a specialist member organization are not also imposed on the activities of an associated approved person
which maintains an “arm's length” relationship with the specialist member organization. “Functional regulation”
is intended to provide member organizations with greater flexibility for conducting business operations, while
at the same time not compromising legitimate regulatory objectives.

It is not mandatory that an approved person associated with a specialist member organization seek
exemptive relief. If the approved person chooses to do so in a manner that is acceptable to the Exchange
under these Guidelines, it gains an exemption from the restrictions discussed above as provided in Rule 98. If
the approved person chooses not to do so, it remains subject to those restrictions.

(b) The “functional regulation” contemplated by these Guidelines essentially calls for the establishment of
procedures that are sufficient to restrict the flow of privileged information between the approved person
and the associated specialist member organization. Such procedures shall be expected to preclude the
possibility that such privileged information as discussed in the subparagraphs below, will be made available
to be used in any way to influence a particular trading decision by a specialist in the associated specialist
member organization, or vice versa. Generally, in order to obtain the exemptions from the Rules discussed
in paragraph (a) above, the approved person and the specialist member organization that is to be associated
with such approved person, should establish their respective operational structures along the lines discussed
below.

(i) Organizational Separation. The approved person and the associated specialist member organization
should be organized as separate and distinct organizations. The specialist member organization must
function as an entirely free-standing, separate entity responsible for its own trading decisions, and may not
function in any manner as a “downstairs” extension of an “upstairs” trading desk.

(ii) Management Influence. The respective management structures of the approved person and the
associated specialist member organization should be organized in such a way that the approved
person,through any of its officers, directors, partners or employees,does not exert any influence on particular
trading decisions of the associated specialist member organization or any specialist therein. The approved
person would not necessarily be precluded,however, from playing a general oversight role as to the
management of an associated specialist member organization. The approved person would not necessarily
be precluded, for example, from setting general profitability targets, overall market strategy (as opposed to
strategy on particular trades), and basic trading philosophy for the associated specialist Member organization,
would not necessarily be precluded from conducting periodic financial reviews to monitor fulfillment of
profitability targets or from participating in personnel selection matters relating to the associated specialist
member organization, and would not necessarily be precluded from engaging in other appropriate managerial
responsibility activities, provided that any such general managerial oversight does not conflict with or
compromise in any way the market-making responsibilities of the specialists in the associated specialist
member organization as stated in Rule 104 or any other Rule or policy of the Exchange.

(iii) Confidentiality of Trading Information and Information Derived from Clearing and Margin Financing
Arrangements Pertaining to Specialist Member Organization. The approved person and the associated
specialist member organization should establish procedures to ensure that any information pertaining to stock
positions and trading activities of the associated specialist member organization, and information derived from
any clearing and margin financing arrangements between the approved person and the associated specialist
member organization, may be made available only to those (other than employees actually performing
clearing and margin financing activity) in senior management positions at the approved person who are
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involved in exercising general managerial oversight over the specialist member organization. Generally, such
information may be made available only to the approved person's chief executive officer, chief operational
officer, chief financial officer, and senior officer responsible for managerial oversight of the associated
specialist Member organization, and only for the purpose of exercising permitted managerial oversight. Such
information may not be made available to anyone actually engaged in making day-to-day trading decisions for
the approved person, or in making recommendations to the customers or potential customers of the approved
person. Any margin financing arrangements must be sufficiently flexible so as not to limit the ability of any
specialist in the specialist member organization to meet market-making or other obligations under Exchange
Rules.

(iv) Confidentiality of Trading Information and Information Derived from Clearing Arrangements Pertaining to
Approved Person. The approved person and the specialist member organization should establish procedures
to ensure that any information pertaining to stock positions and trading activities of the approved person may
be made available only to those in senior management positions at the specialist member organization who
are involved in exercising general managerial oversight over the approved person, in such capacities as
indicated in subparagraph (iii) above. If the specialist member organization clears any trades of the approved
person, it shall establish procedures to maintain the confidentiality of such information in accordance with the
principles stated in subparagraph (iii) above.

(v) Separate Books and Records Generally. The approved person and the associated specialist member
organization should maintain separate and distinct books, records, and accounts as to their respective
business operations.

(vi) Separate Financial Accounting. The approved person should avoid commingling its funds or securities
with funds or securities of the associated specialist Member organization for any purpose, other than as
may be specifically approved by the Exchange. Any transfers of funds between the approved person and
the associated specialist member organization should be properly recorded in accordance with generally
accepted accounting principles.

(vii) Capital Requirements Met Separately. If the approved person is a member organization of the Exchange,
such approved person should at all times meet all applicable financial requirements imposed by the
Exchange or the Securities and Exchange Commission separately from the associated specialist member
organization. If the approved person is not a member organization of the Exchange, but is a broker-dealer,
such approved person should at all times meet all applicable financial requirements imposed by Securities
and Exchange Commission Rule 15c3-1 separately from the associated specialist member organization.
Each specialist associated with such specialist member organization should at all times meet all applicable
financial requirements imposed by any Exchange Rule separately from the approved person. The specialist
member organization's capital must be dedicated exclusively to specializing activities, and must not be at risk
for any liabilities of the approved person.

(viii) Confidentiality of Specialist's “Book”. The approved person and the associated specialist member
organization should establish procedures to ensure that information pertaining to orders in a specialty stock
left with any specialist member of the specialist member organization shall be kept confidential, and shall not
be made available, either directly or indirectly, to any officer, director, partner, or employee of the approved
person, except as provided in Rule 115 or in any other Rule of the Exchange.

(ix) Confidentiality of Information Derived from Business Transactions With issuer. Where, as permitted by
Rule 460, the approved person engages in a business transaction with a company in any of whose securities
a specialist member of the associated specialist member organization is registered, the approved person
should establish procedures to ensure that any material, non-public information derived from such issuer
in the course of such business transaction is kept confidential and is not made available, either directly or
indirectly, to the associated specialist member organization or to any member, partner, director, officer, or
employee thereof.
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(x) Confidentiality of Proposed Research Reports, Recommendations, Etc. Where, as permitted by and
in accordance with Rule 113.20, an approved person associated with a specialist member organization
proposes to issue to its customers any material research report, recommendation, etc., either written or oral,
about any individual security in which a specialist member of the specialist member organization is registered,
the approved person should establish procedures to ensure that no information pertaining to such research
report, recommendation, etc. is made available, either directly or indirectly, to the associated specialist
member organization or to any member, partner, director, officer, or employee thereof, in such a way as to
permit such associated specialist member organization, or any member, partner, director, officer, or employee
thereof, to take undue advantage of any information pertaining to such research report, recommendation etc.

(c) In order to obtain the exemptions provided by Rule 98, the approved person and the specialist member
organization with which such approved person is associated shall submit to the Exchange a written statement
detailing the internal controls each of them intends to adopt to satisfy each of the conditions stated in
subparagraphs (b)(i) through (b)(x) of these Guidelines, and the compliance and audit procedures it proposes
to implement to ensure that the internal controls are maintained. If the Exchange determines that the
organizational structure and the compliance and audit procedures proposed by the approved person and
such specialist member organization, are acceptable under the Guidelines, the Exchange shall so inform the
approved person and such specialist member organization, in writing, at which point the exemptions provided
by Rule 98(a) shall be granted. Absent such prior written approval, the exemptions, provided by Rule 98
shall not be available. The written statement should identify the individuals in senior management positions
(and their titles/levels of responsibility) of the approved person to whom information concerning the specialist
member organization's trading activities and stock positions, and information concerning clearing and margin
financing arrangements, is to be made available, the purposes for which it is to be made available, the
frequency with which the information is to be made available, and the format in which the information is to
be made available. If any partner, director, officer or employee of the approved person intends to serve in
any such capacity with the associated specialist member organization, or vice versa, the written statement
must include a statement of the duties of the particular individual at both entities, and why it is necessary
for such individual to be a partner, director, officer or employee of both entities. The Exchange will grant
approval for service at both entities only if the dual affiliation is for overall management control purposes. Dual
affiliation will not be permitted for an individual who intends to be active in the day-to-day business operations
of both entities. Nothing in the foregoing, however, shall preclude an employee of one entity who performs
strictly operational functions from performing similar functions on behalf of the other entity, provided that such
individual is clearly identified, and the functions performed on behalf of each entity are specified, in the written
statement described above, and all requirements in paragraph (b) above as to maintaining the confidentiality
of information are met.

(d) If the approved person and the associated specialist member organization determine that any condition
stated in paragraph (b) is not applicable, they shall so state in the written statement to the Exchange.
If, subsequent to obtaining the written approval discussed in paragraph (c) above, the approved person
and the associated specialist member organization determine that any such condition which had formerly
been inapplicable shall become applicable, the approved person and the associated specialist member
organization shall seek and obtain written approval of their proposed compliance with such condition before
proceeding. For example, assume that prior written approval of functional separation has been obtained,
but the initial written statement had provided that the approved person would not clear proprietary trades
of its associated specialist member organization. If it is subsequently determined that the approved person
shall clear proprietary trades of the associated specialist member organization, the written approval of the
Exchange must first be obtained. Whenever any statement made in any written statement submitted to and
approved by the Exchange becomes inaccurate or incomplete, a corrected supplemental written statement
shall be promptly submitted by the approved person and its associated specialist member organization to the
Exchange for its approval.
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(e) The Exchange shall not approve any joint account between a specialist member organization that is
associated with an approved person entitled to the exemptions provided by Rule 98 and any other specialist
member organization unless and until such other specialist member organization and such approved person
have agreed to comply with each of the conditions set forth in subparagraphs (b)(i) through (b)(x) in a manner
that is acceptable to the Exchange.

(f) Pursuant to the requirements of Rule 113(b), all proprietary orders for the account of an approved person
given to a specialist in an associated specialist member organization must indicate the account for which it is
entered.

(g) The specialist member organization may make available to a broker affiliated with an associated approved
person only the market information that it would make available, in the normal course of its specializing
activity, to any other broker, and in the same manner that it would make such information available to any
other broker. The specialist member organization may make any such information available to a broker
affiliated with an associated approved person only pursuant to a request by such broker for such information,
and my not, on its own initiative, provide such broker with such information. A broker affiliated with an
associated approved person my make available to the specialist member organization only the market
information that he would make available to an unaffiliated specialist member organization in the normal
course of his trading and market “probing” activities.

(h) No individual associated with an approved person may trade as a Competitive Trader or Registered
Competitive Market-Maker in any stock in which any specialist in its associated specialist member
organization is registered.

(i) Subparagraphs (b), (b)(iv), (b)(ix) and (b)(x) of these Guidelines require the establishment of procedures
designed to prohibit the flow of certain market sensitive information from an approved person to its associated
specialist member organization or to any member, partner, director or employee thereof. In the event that, as
a result of any breach of these procedures, any specialist in the associated specialist member organization
becomes aware of the fact that he has received, either directly or indirectly, any such information relating to
any of his specialty stocks from his organization's associated approved person, the specialist shall promptly
communicate that fact and disclose the information so received to the person responsible for compliance
with securities laws and regulations within his member organization (the compliance officer) and shall seek
a determination from the compliance officer as to whether he should, as a consequence of his receipt of
such information, give up the book in the specialty stock involved. If the compliance officer determines that
the specialist should give up the book, the specialist shall give it up to another member who is registered as
specialist in the stock and who is not in possession of the information so received. In any such event, the
compliance officer shall determine when it is appropriate for the specialist to recover the book and resume
acting as specialist in the specialty stock involved. In any case where the compliance officer determines
that the book should be given up to another specialist, he shall immediately so notify the Exchange. The
compliance officer shall take such actions as may be necessary to ensure that the book is transferred in a
“neutral” manner so that there is no communication of the information that had been received by the specialist
who, as a consequence of receiving such information, is required to give up the book. The compliance officer
shall immediately notify the Exchange when he makes a determination that the book may be given back to
the specialist who regularly handles it.

The compliance officer shall keep a written record of each request received from a specialist for a
determination as referred to above. Such record shall include a description of the information received by
the specialist, and shall indicate when and from whom the information was received, when the compliance
officer was consulted on the matter, when the compliance officer made a determination on the matter, the
determination and the basis thereof, and such other information as the Exchange may from time to time
require. If the book is given up, the record shall also set forth the time at which the specialist reacquired the
book and the basis upon which the compliance officer determined that such reacquisition was appropriate.
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Members and member organizations are cautioned that any trading by any person while in possession
of material, non-public information received as a result of any breach of the internal controls required by
the Guidelines may violate Rule 10b-S, Rule 14e-3, Exchange Rule 104, just and equitable principles of
trade or one or more other provisions of the 1934 Act, or regulations thereunder or rules of the Exchange.
The Exchange intends to review carefully any such trading of which it becomes aware with a view towards
determining whether any such violation has occurred.

(j) An approved person associated with a specialist member organization shall report to the Exchange,
on a monthly “after the fact” basis and on such form and in such specific detail as the Exchange may
prescribe, information regarding material investment banking activities in which it has been engaged (e.g.,
underwritings, tender offers, mergers, acquisitions, recapitalizations, etc.), and material research reports,
recommendations, etc., pertaining to any security in which a specialist member of an associated specialist
member organization is registered. A specialist member organization associated with an approved person
shall report to the Exchange, on a monthly “after the fact” basis and on such form and in such specific
detail as the Exchange may prescribe, information regarding determinations by a compliance officer, made
pursuant to paragraph (i) above, that a specialist shall not be required to give up the book.

(k) Any failure, by either the approved person or its associated specialist member organization, to maintain
confidentiality of privileged market information, any breach of the internal controls established by any such
approved person or specialist member organization, and any violation of these Guidelines, or of the written
statement submitted to the Exchange for its approval, may result in the imposition of appropriate regulatory
sanctions, including a withdrawal of the registration of one or more stocks of the associated specialist
member organization, or the withdrawal of one or more of the exemptions provided by Rule 98.

Exhibit C

Rule 104: Dealings by Specialists

Additions underscored

No specialist shall effect on the Exchange purchases or sales of any security in which such specialist is
registered, for any account in which he, his member organization or any other member, allied member or
approved person (unless an exemption with respect to such approved person is in effect pursuant to Rule 98)
in such organization, or officer or employee thereof, is directly or indirectly interested, unless such dealings
are reasonably necessary to permit such specialist to maintain a fair and orderly market, or to act as an odd-
lot dealer in such security.

Exhibit D

Rule 104.13: Investment Transactions

Additions underscored

(a) Any transactions effected for any of the following accounts in stocks in which a specialist is registered
must be for investment purposes:

(i) any member, allied member, officer, employee or person or party active in the business of the specialist;

(ii) the spouse and the children of any of the above named persons or parties who reside in the same
household as such person or party; or

(iii) any approved person who is affiliated with the specialist (other than an approved person entitled to an
exemption from this Rule pursuant to Rule 98.)

Exhibit E

Rule 105: Specialists' Interest in Pools and Options
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Additions underscored

(a) No member acting as a specialist or his member organization or any other member, allied member or
approved person in such organization or of officer or employee thereof shall be directly or indirectly interested
in a pool dealing or trading in a stock in which such member is registered as a specialist, nor shall any such
member, member organization, allied member, approved person (other than an approved person entitled to
an exemption from this Rule pursuant to Rule 98), officer or employee, directly or indirectly, hold, acquire,
grant or have an interest in any option to purchase or sell or to receive or deliver shares of a stock in which
such member is registered as a specialist, except as provided in this Rule. The term “listed option” as used
herein shall mean an option issued by the Options Clearing Corporation and traded on a national securities
exchange.

* * *

(c) A member, allied member or approved person (other than an approved person entitled to an exemption
from this Rule pursuant to Rule 98), in the member organization of a specialist and any officer or employee
of such organization who has a position in any specialty stock of such specialist in any account (other than
the specialist's account) may grant or have an interest in listed options to purchase or sell or to receive or
deliver shares of such specialty stock but only to the extent and in the manner, that both as to acquisitions
and liquidations, the “Guidelines for Specialists' Specialty Stock Option Transactions Pursuant to Rule 105”,
as promulgated by the Exchange and as may be amended from time to time, would permit any such stock
position, were it in a specialist's account, to be offset by such listed options by the interested persons in such
account.

Exhibit F

Rule 113.20

Additions underscored

“Popularizing” specialty stocks. - It is contrary to good business practice for a specialist or his member
organization or any member, allied member or approved person (other that an approved person entitled to
an exemption from this Rule pursuant to Rule 98) in such organization or any officer or employee thereof to
“popularize”, either orally or in writing, any security in which he is registered. An approved person entitled to
the exemption from this Rule pursuant to Rule 98 may popularize a security in which as associated specialist
is registered, provided that it makes the following disclosures:

(i) It is associated with a specialist who makes a market in the security:

(ii) At any given time, the associated may have an inventory position, wither “long” or “short”, in the security;
and

(iii) As a result of the associated specialist's function as a marketMaker, such specialist may be on the
opposite side of orders executed on the Floor of the Exchange in the security.

Exhibit G

98A

Current Rule 98 Renumbered as Rule 98A

Restrictions on Persons or Parties Affiliated with Specialist and Odd-Lot Dealer Member Organizations

Additions underscored

Deletions Bracketed [ ]
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Every approved person who is [affiliated] associated with a specialist or odd-lot dealer member organization
not agree, in a stipulation approved by the Exchange, not to violate or cause a specialist or odd-lot dealer
member to violate certain Rules remaining to specialists or odd-lot dealers. All off-Floor orders for any
account in which any such person or party has a direct or indirect interest must be appropriately identified to
ensure compliance with such Rules. A report of any transaction effected by or for any such person or party in
a stock in which members of the member organization are registered must be filed with Market Surveillance
Services Division within ten days of the date of such transaction. An approved person entitled to any of the
exemptions provided by Rule 98 shall report such transactions in such form, and with such frequency as the
Exchange shall from time to time determine.

No issuer, or parent or subsidiary thereof, may become an approved person in a specialist or odd-lot dealer
member organization whose members are registered in a stock of that issuer.

… Supplementary Material:

.10

(a) Applicable Rules - The Rules to which reference shall be made in the stipulation to be entered into by the
above-mentioned persons or parties affiliated with a specialist member organizations are Rules 104, 104.13,
105, [and] 113.20, and 460.

(b) The Rules to which reference shall be made in the stipulation to be entered into by the above mentioned
persons or parties affiliated with an odd-lot dealer member organization are Rules 99 and 102.

Exhibit H

Rule 460

Specialists Participating in Contests

Additions underscored

Deletions bracketed [ ]

Note: Listing of persons associated with a specialist is a “housekeeping” change to conform to modern usage.
Revision to paragraph .10 is a “housekeeping” change intended to clarify the Rule's application to “approved
persons” of specialists as to business dealings with issuers of specialty stocks.

(a) [No member who is a specialist, no partner of a member firm in which such member is a partner or
employee, no stockholder, director or officer in a member corporation with which such member is associated
as a member, no such firm or corporation, nor any employee of any of them] No member or his member
organization or any other member, allied member, or approved person or officer or employee of the member
organization shall participate in a proxy contest of a company if such member specializes in the stock of that
company.

Specialists as Directors

(b) [No member who is a specialist, no partner of a member firm in which such member is a partner or
employee, no stockholder, director or officer in a member corporation with which such member is associated
as a member, nor any employee of any of them,] No member or his member organization or any other
member, allied member or approved person in such member organization or officer or employee of the
member organization shall be a director of a company it such member specializes in the stock of that
company.

… Supplementary Material

.10 Control relationships - Business transactions - Finder's Fees [No specialist should be in a control
relationship with any company in whose stock he is registered. This applies not only with respect to the
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ownership of 104 or more of the stock in such company, but also to business transactions of any kind with
such companies; for example, loans, etc. A specialist must not accept a finder's fee from a company in whose
stock he is registered.

A specialist or member, allied member, officer, employee or approved person affiliated with a specialist
organization, or the specialist organization itself, individually or in the aggregate together with all such
persons or parties affiliated with the same specialist organization, should avoid acquiring directly or indirectly
the beneficial ownership of more than 5% of the outstanding shares of any equity security in which the
specialist is registered. If the holdings of any or all such persons or parties reach or exceed 5%, the specialist
or his organization shall promptly report this fact to the Market Surveillance and Evaluation Department. Any
such person or party shall, at the request of the Market Surveillance and Evaluation Department promptly
take appropriate action either to dispose of such holdings or reduce or eliminate his interest in the specialist
organization, as may be acceptable to the Exchange.

No specialist or his member organization or any other member, allied member or approved person in such
member organization or officer or employee thereof, individually or in the aggregate shall acquire directly or
indirectly the beneficial ownership of more than 10% of the outstanding shares of any equity security in which
the specialist is registered. This provisions applies regardless of whether the beneficial ownership is acquired
for investment, trading, or any other purpose. If the beneficial ownership or any or all of such persons reaches
or excess 5% of the outstanding shares of any such security, the specialist or his organization shall promptly
report this fact to the MArket Surveillance Services Division, promptly take appropriate action either to
dispose of such beneficial ownership or reduce or eliminate his interest in the specialist organization, as
may be acceptable to the Exchange. No specialist or his member organization or any other member, allied
member or approved person in such member organization or officer or employee thereof shall engage in any
business transaction (including loans, etc.) with any company in whose stock the specialist is registered, or
accept a finder's fee from such company.

.20 The restrictions in paragraphs (a) and .10 above shall not apply, except as provided herein, to an
approved person entitled to an exemption from this Rule pursuant to Rule 98. The restriction on acquisition of
10% or more of the outstanding shares of any equity security in which an associated specialist is registered,
as provided in Rule 460.10, shall apply to such approved person separate and distinct from the restriction as
applied to any or all other persons specified in Rule 460.10 and positions of the approved person shall not be
aggregated with the positions of any one or more other persons specified in Rule 460.10. The same principle
applies with respect to the reporting of positions specified in Rule 460.10. An approved persons entitled to an
exemption from this Rule may engage in business transactions with a company in whose stock an associated
specialist is registered, and may accept a finder's fee from such company. An approved person entitled to
an exemption from this Rule may not act as managing underwriter, but may be a member of an underwriting
syndicate or a member of a selling group, for a distribution of (i) any security in which an associated specialist
is registered: (ii) any security which is immediately exchangeable for or convertible into a security in which
an associated specialist is registered: and (iii) any security which entitles the holder thereof immediately
to acquire a security in which an associated specialist is registered. An approved person entitled to an
exemption from this Rule may act as an underwriter in any capacity for a distribution of nonconvertible debt
securities of an issuer in whose equity securities an associated specialist is registered. When an approved
person entitled to an exemption from this Rule is acting or has agreed to act as a member of a syndicate or
a selling group for a distribution of any security mentioned in (i), (ii), or (iii) above, the associated specialist
member organization shall “give up the book” in the security in which a specialist member of the specialist
member organization is registered to another specialist organization satisfactory to the Exchange which shall
serve as a full time relief specialist until such book may, in accordance with this Rule, be reacquired by the
member organization that is associated with the approved person. The period during which the member
organization shall give up the book as provided above shall commence not later than the date specified in (A),
(B), or (C), whichever is applicable, of Rule 10-b6(a)(3)(xi) of the Securities and Exchange Commission under
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the Securities Exchange Act of 1934 and shall end when the approved person has complied his participation
in such distribution in accordance with paragraph (c)(3) of that Rule.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
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December 31, 1986

  

Enforcement and Regulatory Standards

 TO: Members and Member Organizations

ATTENTION: Chief Financial Officers

SUBJECT: 1987 SIPC Assessments

In its continuing efforts to reduce administrative burdens imposed on our member organizations, the
Exchange has renewed its arrangement with the Securities Investor Protection Corporation (SIPC) for
collecting the 1987 $100 SIPC assessment through our member billing system.

Current SIPC members designated by the SEC to the Exchange as of November 30, 1986 will be billed for
their 1987 assessment and will be subject to the following procedures.

1. On the December 1986 NYSE billing statement, the SIPC amount will be identified as “SIPC 1987
Assessment - $100.00.”

2. Those SIPC members being billed on the above statement will not be required to file the 1987 General
Assessment Payment Form (Form SIPC-4).

3. You do not have to draw a separate check for your 1987 assessment. It should be included as part of
your regular remittance to the Exchange. The Exchange will deposit the applicable funds in the SIPC Trust
Account as directed under the SIPC Collection Agent's responsibilities.

Though this procedure has relieved SIPC members of the time expended in filing an extra form and,
generally, an extra check, you are nevertheless reminded that failure to pay the assessment will expose a
SIPC member to the suspension penalties imposed under Section 14(a) of the Securities Investor Protection
Act.

Telephone or written inquiries relating to your assessment payments should be directed to the Cashier,
Barbara Branford (212) 956-2003.

All other SIPC inquiries or questions should be directed to Paul Bigelow (212) 656-3092.

David Marcus

Executive Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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December 29, 1986

  

Enforcement and Regulatory Standards

PLEASE ROUTE TO MARGIN, CASHIER AND COMPLIANCE DEPARTMENTS

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: MANAGING PARTNER/CHIEF EXECUTIVE OFFICERS AND SUBSCRIBERS

SUBJECT: IMPACT OF 1987 HOLIDAYS ON REQUESTS FOR MARGIN EXTENSIONS

Recently, there have been an increasing number of “extensions of time” denied due to late or improper
requests during those periods where a bank holiday occurs that is not an Exchange holiday. The major
problem arises when settlement dates (delivery dates) are adjusted to compensate for bank holidays
occurring during the year on which the Exchange is open for business.

Periodically, the Exchange issues special bulletins whenever settlement dates for “regular way” contracts
are to be amended to accommodate a bank holiday that is not an Exchange holiday. The purpose of these
bulletins is to alert member organizations of the effect on Rule 12 (Business Day) that such bank holidays
will have in the areas of: contract settlement dates; ex-dividend or ex-right dates; computation of interest on
contracts in bonds or premiums on loans of securities; rights to mark to market; ability to make reclamations,
and the close out of contracts under Rule 284 (Procedure for Closing Defaulted Contract).

Regulation “T” Requirements

It must be clearly understood that these changes in settlement dates do not affect or alter the time prescribed
in Regulation “T” as to when payments are due from customers. Regardless of what settlement date is
assigned a “regular way” contract, all customer security transactions are subject to Regulation “V' (other than
exempted securities) and must be paid for within seven (7) business days after trade date. Any requests for
“extensions of time” on such transactions must be received by the Exchange on the seventh (7) business day
after trade date.

As a reminder, the Board of Governors of the Federal Reserve System has interpreted a “business day” for
Regulation “T” purposes to mean any day on which a broker is open for business. Therefore, every day the
Exchange is open for business is a business day.

SEC Requirements

When submitting applications for “extensions of time” under SEC Rule 15c3-3n, the Exchange has
requested that member organizations only recognize Exchange holidays in determining the due date for sale
transactions in cash accounts. Accordingly, all requests should be received by the Exchange on the fifteenth
(15th) business day after trade date. The submission of extensions for sale transactions on the fifteenth (15th)
business day after trade date, rather than the tenth (10th) day after settlement date (as permitted in SEC Rule
15c3-3m), will allow the Exchange's computerized extension system to properly process extensions of time
and will reduce the number of requests denied for improper dates. In addition, this procedure will eliminate
the confusion created due to bank holidays on which the Exchange is open for business.

Holidays
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For your guidance, below is a list of those holidays or. which the Exchange will be closed during 1987. Only
those holidays listed are considered by the Exchange as a non-business day. Any holidays not included on
this list are considered business days.

         Holiday                                 Day                           Date

         New Year's Day                          Thursday                      January 1

         Washington's Birthday                   Monday                        February
 16

         Good Friday                             Friday                        April 17

         Memorial Day                            Monday                        May 25

         Independence Day (observed)             Friday                        July 3

         Labor Day                               Monday                        September
 7

         Thanksgiving Day                        Thursday                      November
 26

         Christmas                               Friday                        December
 25

         New Years Day                           Friday                        January 1
 (1988)

Any questions relative to this circular should be directed to Richard Nowicki (219) 656-7683, Pat Neil (212)
656-5227 or Steve Levine (212) 656-7080.

James F. Swartz, Jr.

Vice President
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December 22, 1986

  

Market Surveillance Services

 TO: All Members and Member Organizations

SUBJECT: Last Trade Date for “Regular Way” Settlement in 1986

The last day on which “regular way” transactions may be made for settlement this calendar year in stocks and
bonds, other than U.S. Government obligations, is Tuesday, December 23rd.

Beginning December 23, 1986 until December 30, 1986, orders in stocks for accounts which are willing to
effect transactions on a “cash”, “next day” or “seller's option” basis should be so indicated. This policy relieves
the specialist from the responsibility of checking orders indicated solely “regular way” to ascertain whether
they are willing to participate on a “non-regular way” basis during that period.

A Floor Official's approval is not required from December 23-30, 1986, for “non-regular way” trades if the
execution price is no greater than one-quarter of a point away from the “regular way” bid or offer.

Inquiries with respect to this memorandum should be directed to Daniel Saporito at 656-5097 or William
Iommi at 656-6829.

Donald J. Solodar

Senior Vice President
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December 19, 1986

  

Member Firm Regulation

 TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: SUSPENSION - NORWOOD SECURITIES AND ROBERT SCHOENFELD

As a result of financial difficulties, Norwood Securities Corp., which is a floor brokerage firm and Robert
Schoenfeld, the firm's qualifying member, have been suspended by the Exchange effective December 19,
1986.

Any questions regarding this announcement may be directed to Richard A. Greves at (212) 656-6050.

Edward A. Kwalwasser

Senior Vice President

Member Firm Regulation
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; December 15, 1986

  

Market Surveillance Services

 TO: All Members and Member Organizations

SUBJECT: Procedures for Handling Market At-the-Close Orders on Expiration Fridays

NYSE Rule 116.40 sets forth procedures to facilitate the handling of market at-the-close orders on so-called
“expiration Fridays” (the Fridays preceding the expiration or settlement of options or futures contracts based
on a stock index). The procedures, which may be used only on expiration Fridays, are intended to provide an
orderly means for handling market at-the-close orders.

Where there is an imbalance of shares to buy over shares to sell in market at-the-close orders, or vice
versa, the imbalance may, at the close of trading, be executed against the bid or offer on the Exchange, as
appropriate. (An imbalance of buy orders would be executed against the offer. An imbalance of sell orders
would be executed against the bid). The member may then stop the remaining buy and sell orders against
each other and pair them off at the price of the immediately preceding sale described above. The “pair off”
transaction would be printed on the tape as “stopped stock”. Where the aggregate size of buy market at-the-
close orders in a stock equals the aggregate size of sell market at-the-close orders, they may be “stopped”
against each other and paired-off at the price of the last sale on the Exchange just prior to the close of trading
in that stock on that day. The transaction should be reported to the Consolidated Tape as “stopped stock”.

“G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity, and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-off
“at-the-close” orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing
price which are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-
the-market theoretically could have been executed at a better price (and still satisfy the “short sale” rule
in terms of a “plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be
applicable if the order was a market order to sell “long” or a market order to buy.

Early Entry of Orders

Members and member organizations are strongly urged to carefully review their procedures in entering and
using market at-the-close orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.

Due Diligence Requirements
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Before any at-the-close order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and proprietary
of the at-the-close instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep
in mind the requirements of Exchange Rule 97 regarding members trading. In addition, other applicable SEC
and New York Stock Exchange regulations should be addressed, such as SEC Rules 9a-2, 10a-1, 10b-5, as
well as the margin and capital rules.

Questions regarding this matter can be directed to John Gregoretti (212) 656-6791.

Agnes M. Gautier

Vice President
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December 15, 1986

  

Market Surveillance Services

 To: All Members and Member Organizations

From: Market Surveillance Services

Subject: Market-At-The-Close Orders in 50 Pilot Stocks on December 19, 1986 (“Expiration Friday”)

The Securities and Exchange Commission has again requested that the NYSE implement, on a pilot basis,
new procedures regarding the entry of market-at-the-close orders on “expiration Friday” this December 19,
1986.

For the purpose of facilitating the publications of any significant order imbalance in one of the 50 Pilot Stocks
(see list on reverse side), you must enter all market-at-the-close orders by 3:30 p.m. eastern time. It should
be noted that, pursuant to Rule 13, an order for execution at the close may only be entered for execution at-
the-market; “limit-at-the-close” orders are not permitted.

As soon as possible thereafter, the Exchange will publish on the tape any imbalance of market-at-the-close
orders of 10,000 shares or more that existed at 3:30 p.m. in those 50 stocks. While market-at-the-close
orders previously entered may be cancelled or reduced in size, once such publication has been made, any
new market-at-the-close orders entered will be accepted only to trade on the opposite side of the market in
relation to such published imbalance. In the event that no imbalance message is disseminated in a particular
stock, no market-at-the-close orders will be accepted after 3:30 p.m. in that issue.

Due to cancellations or reductions and entry of market-at-the-close orders to offset any published imbalance,
the imbalance of market-at-the-close orders published as of 3:30 p.m. may not reflect the imbalance which
exists at the close. These procedures relate only to the 50-pilot stocks and regular procedures will apply to all
other listed securities.

Any questions you may have regarding this may be directed to Mr. Robert J. McSweeney at (212) 656-6766
or Mr. David Leibowitz at 656-4588

Agnes M. Gautier

Vice President

         Symbol                        Stock

         ABT                           Abbott Laboratories

         ALD                           Allied Signal Inc.

         AA                            Aluminum Co. of America
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         AC                            American Can Co.

         AXP                           American Express Company

         AHP                           American Home Products Corp.

         T                             American Telephone & Telegraph Co.

         AIT                           Ameritech

         AN                            Amoco Corp.

         BEL                           Bell Atlantic Corp.

         BLS                           Bell South Corp.

         BS                            Bethlehem Steel Corp.

         BMY                           Bristol Myers Co.

         CHV                           Chevron Corp.

         KO                            Coca-Cola Co.

         DEC                           Digital Equipment Corp.

         DOW                           Dow Chemical Co.

         DD                            E. I. duPont deNemours & Co.

         EK                            Eastman Kodak Co.
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         XON                           Exxon Corp.

         F                             Ford Motor Co.

         GE                            General Electric Co.

         GM                            General Motors Corp.

         GT                            Goodyear Tire & Rubber Co.

         GTE                           GTE Corp:

         N                             INCO Limited

         IBM                           International Business Machines Corp.

         IP                            International Paper Co.

         JNJ                           Johnson and Johnson

         MCD                           McDonalds Corp.

         MRK                           Merck & Co., Inc.

         MMM                           Minnesota Mining & Manufacturing Co.

         MOB                           Mobil Corporation

         MO                            Philip Morris, Co's., Inc.

         NAV                           Navistar International Corp.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

659

http://researchhelp.cch.com/License_Agreement.htm


         NYN                           NYNEX Corp.

         OI                            Owens-Illinois Inc.

         PAC                           Pacific Telesis Group

         PG                            Procter & Gamble Co.

         RJR                           RJR Nabisco Inc.

         RD                            Royal Dutch Petroleum Co.

         S                             Sears, Roebuck & Co.

         SBC                           Southwestern Bell Corp.

         TX                            Texaco Inc.

         UK                            Union Carbide Corp.

         UTX                           United Technologies Corporation

         WMT                           Wal-Mart Stores Inc.

         WX                            Westinghouse Electric Corp.

         X                             USX Corp.

         Z                             F. W. Woolworth Co.
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December 3, 1986

  

Market Surveillance Services

 TO: Members and Member Organizations

SUBJECT: Tax Switching Transactions

The following is a reminder to members and member organizations that riskless tax switching trades are
prohibited. Please note that this prohibition applies with equal force at openings and to bond transactions.

* * *

Transactions effected as described below are not permitted on the Floor of the Exchange and if discovered
will result in appropriate disciplinary action by the Exchange:

An Exchange member (“member A”), desiring to effect a tax switch of 1,000 shares of XYZ, approaches the
XYZ specialist and informs him of his wish to effect the tax switch at approximately the price of the current bid
or the current offer for XYZ. For purposes of this hypothetical example, assume that the current market for
XYZ is 35 3/8 bid for 2,000 shares and 35 5/8 asked for 1,500 shares, both representing limit orders entered
on the XYZ specialist's book. The XYZ specialist agrees to handle member A's purchase and sale tax switch
orders as agent, undertaking to execute those orders against market orders or other orders seeking execution
at the current bid or ask prices. Assume that another member (“member B”) subsequently approaches the
XYZ specialist with an order to sell (assuming for the sake of simplicity an order to sell 1,000 shares of XYZ at
the market), and is willing to effect the sale at the current bid of 35 3/8. The specialist then effects member B's
sale at that price, informing member B, for clearing purposes, that he has sold to member A.

Simultaneously, the specialist effects, as agent, a second trade of 1,000 shares of XYZ for member A with
the order or orders on his book, giving up, for clearing purposes, member A as the seller and, as the buyer
or buyers, the broker or brokers whose orders he represents; in terms of time priority of their receipt, the first

1,000 shares on his book at the bid price of 35 3/8. 1 

Only one of the two 1,000 - shall ?????????????????????????????????????????????????? reported for
inclusion in the ?????????????????????????????????????????????? system.

The Exchange has concluded that transactions effected in the foregoing manner are not consistent with
Exchange Rule 78, which prohibits pre-arranged trades, and should not take place.

* * *

As noted above, transactions which establish taxable gains and losses may continue to be effected on the
Floor, but all such transactions must be made in accordance with all applicable trading rules. For example,
no problems would seem to arise under Exchange Rules and procedures if the switching transaction
was effected at the risk of the market. Such would be the case if the transaction was not pre-arranged
or guaranteed in any fashion. There should be two independent transactions - a purchase and sale, or
vice versa, but the price of each should be independently established. At the time of the first transaction
there should be no guarantee or assurance of the price of the second. The period of time between the two
transactions would not of itself determine whether or not the switching had been effected at the risk of the
market. The sending of a buy and sell order for the same customer through the Opening Automated Report
system (OARS) to effect a tax switch transaction on the opening or through our Designated Order Turnaround
System (DOT) at the close is not permissible.
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Questions regarding this matter should be directed to Daniel Saporito on (212) 656-5097 or William Iommi on
(212) 656-6829.

Agnes M. Gautier

Vice President
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Footnotes

1  Had the first independent order to arrive at the post been a market order to buy rather than an order to
sell, the tax Switch would have been effected at the offer price.
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November 28, 1986

  

Member Firm Regulation

PLEASE ROUTE TO FINANCIAL OFFICER/PARTNER COMPLIANCE

 To: Members, Member Organizations and Interpretation Handbook Subscribers

Subject: Adoption of Proposed Amendments to SEC Rule 15c3-1(c)(2)(vi)(F)

The Securities and Exchange Commission has adopted amendments to subparagraph (c)(2)(vi)(F) Securities

Haircuts on Non-Convertible Debt Securities. 1   The amendments lower the haircuts on certain positions
involving certain non-convertible debt securities and expand the types of instruments that may be used to
create hedged positions as to those securities for purposes of the net capital rule. The amendments also
restructure the criteria for determining whether the remaining maturities of two offsetting debt positions are
close enough to consider the combined position to be hedged and thereby subject to lower haircuts.

The adopted amendments have the following effects:

(1) Expands the number of haircut categories under (C)(2)(vi)(F)(1) from six categories to nine and lowers
haircuts with maturities from four years up to less than twenty-five years.

(2) Reduce the number of haircut categories formerly under (C)(2)(vi)(F)(2) from six to four for hedging
corporate debt with an offsetting U. S. Government security. This category lowers haircuts when over two
years. The rule as adopted allows hedging between two instruments with over fifteen years to maturity if
within 10 years of each other, not 5 years as in the original proposal.

(3) Reduces haircuts for certain positions in Non-convertible debt offset by contra positions in non-convertible
corporate debt pursuant to (C)(2)(vi)(F)(4).

(4) A new subparagraph (C)(2)(vi)(F)(5) also recognizes futures on U. S. government securities as a
substitute for U. S. government securities in determining hedged corporate debt securities positions.

The haircuts as amended are to be utilized in the FOCUS capital computation as of December 31, 1986.

Questions regarding this Circular should be directed to Manuel Brodsky 212-656-6924.

Raymond J. Hennessy

Vice-President

SECURITIES AND EXCHANGE COMMISSION

17 CFR 240

[Release No. 34-23773; File No. S7-46-85]

Net Capital Rule

Agency: Securities and Exchange Commission.

ACTION: Rule amendment.

SUMMARY. The Securities and Exchange Commission (“Commission”) is amending the net capital rule
under the Securities Exchange Act of 2934 (“Act”). The amendments will lower the haircuts on certain
positions involving certain nonconvertible debt securities and expand the types of instruments that may be
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used to create hedged positions as to those securities for purposes of the net capital rule. The amendments
will also restructure the criteria for determining whether the remaining maturities of two offsetting debt
positions are close enough to consider the combined position to be hedged and thereby subject to lower
haircuts.

EFFECTIVE DATE: December 15, 1986.

FOR FURTHER INFORMATION CONTACT: Michael A. Macchiaroli, (202) 272-2904. Julio A. Mojica,
(202) 272-2372 or Michael P. Jamroz, (202) 272-2398. Division of Market Regulation. 450 5th Street. NW..
Washington. DC 20549.

SUPPLEMENTARY INFORMATION:

I. Introduction

A broker-dealer arrives at its net capital by deducting from its net worth, as computed under generally
accepted accounting principles, the value of assets not readily convertible into cash, and certain percentages
of the market value of securities carried in its accounts. These percentage deductions. or “haircuts,”
take into account elements of market and credit risk that the broker-dealer is exposed to when holding a
particular position. When determining what the haircut for a given debt security should be, the Commission
considers factors such as the nature of the issuer, the time to maturity of the security and for securities of
nongovernmental issuers, the ratings of nationally recognized statistical rating services. Haircuts for debt
securities are primarily based on the historical market fluctuations of each type of instrument.

In Securities Exchange Act Release No. 22532, 1   the Commission proposed for comment amendments to
the net capital rule that would alter both the method in which a broker-dealer determines if investment grade
nonconvertible debt securities positions are how and the haircuts for those hedged positions.

The three comment letters received by the Commission supported the adoption of the proposed
amendments, but recommended one change to the proposal. The Commission has determined that the
change recommended by the commentators is appropriate, and, as discussed more fully below, has included
the change in the amendments it is adopting today.

II. Discussion of Amendments

Currently, subparagraph (c)(2)(vi)(F)(1) of Rule 15c3-1 (17 CFR-240.15c3-1(c)(2)(vi)(F)(1)) prescribes the
haircuts that the broker-dealer incurs with respect to its positions in nonconvertible corporate debt securities
positions having a fixed interest rate and fixed maturity date and which are: (i) Not traded flat or in default
as to principal or interest; and (ii) rated in one of the four highest categories by at least two of the nationally
recognized statistical rating organizations (“corporate debt securities”). Those haircuts range from two to nine
percent of the market value of the greater of the long or short position in each maturity category specified in
the subparagraph.

Subparagraph (c)(2)(vi)(F)(2) of Rule 15c3-1 (17 CFR 240.15c3-1(c)(2)(vi)(F)(2)) prescribes the haircuts
for corporate debt securities-positions that are offset by securities issued by the United States or an agency
thereof (“Government securities”) with similar remaining maturities. Currently, the haircuts for those hedged
positions are one-half of the haircuts required for unhedged corporate debt securities positions. Prior to
these amendments, corporate debt securities that were offset by futures on Government securities or other
corporate debt securities were treated as unhedged and subject to the haircuts prescribed in subparagraph
(c)(2)(vi)(F)(1).

As amended, subparagraph (c)(2)(vi)(F)(2) will provide for lower haircuts for corporate debt securities that are
offset by Government securities. The revised haircuts range from 1.5 percent to 3 percent depending on the
maturity of the securities. The Rule as amended will also recognize futures on U.S. government securities as
a substitute for U.S. government securities in determining hedged corporate debt securities, positions.
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Positions in corporate debt securities that are offset by other corporate debt securities of similar maturities
will also be considered as hedged but subject to a different schedule of haircuts. Those haircuts range from
1.75 percent to 3.5 percent and approximate 120 percent of the haircuts on hedged positions that include a
Government security or future.

The present Rule recognizes the hedging of a corporate debt security with a government security if both are
within certain maturity bands. These, standards were based on conservative views of which debt instruments
moved more or less in tandem. For example, a corporate debt security of 2 1/2 years maturity may be hedged
by a government security of 3 years maturity.

The Commission proposed amendments expanding the time constraints based on the volatility data provided
to it by the Securities Industry Association (“SIA”). Specifically, each category relating to hedged corporate
securities positions would cover five years of maturities with the exception of the last category, which includes
bonds with fifteen or more years to maturity.

The sole recommendation made by the commentators relates to the hedging of corporate debt securities
with over fifteen years to maturity. Under the proposal the maturities of two corporate debt securities with
over fifteen years remaining to maturity would be required to have remaining maturities within five years of
each other to be considered hedged. Based on the data provided by the SIA, the Commission has revised the
amendments to allow hedging between two instruments with over fifteen years to maturity if within 10 years of
each other.

Finally, the proposed amendments would change the haircuts for unhedged corporate debt securities as
follows:

         [In percent]

         Maturity range                                    Current             Revised

                                                           haircut             haircut

          4 years to less than 5 years                     7                   6

          5 years to less than 10 years                    9                   7

         10 years to less than 15 years                    9                   7 1/2

         15 years to less than 20 years                    9                   8

         20 years to less than 25 years                    9                   8 1/2

         25 years or more to maturity                      9                   (\1/)
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\1/ Unchanged.

The changes, based on the data submitted to the Commission by the SIA, are designed to make the maturity
categories for the unhedged corporate debt securities haircut schedules more consistent with the maturity
categories in the new hedged haircut schedules and with those in the government securities haircut schedule
(15c3-1(c)(2)(iii)(A)). The Commission believes that the changes more accurately reflect the relative volatility
of the various maturity categories the Commission continues to believe that the proposed amendments will
more accurately reflect the risks of broker-dealers holding hedged corporate debt securities position. For
this reason, the Commission has determined to adopt the amendments as proposed with the one revision
discussed above.

III. Statutory Authority

Pursuant to the Securities Exchange Act of 1934 and particularly Section 15(c)(3) thereof, 15 USC 78 (c)
(3), the Commission is adopting amendments to 240.15c3-1 in Chapter II of Title 17 in the manner set forth
below.

IV. Text of the Amendments

In accordance with the foregoing, 17 CFR Part 240 is amended as follows.

PART 240 - GENERAL RULES AND REGULATIONS SECURITIES EXCHANGE ACT OF 1934

1. The authority citation for Part 240 continues to read as follows:

Authority: Sec. 23, 48 Stat. 901, as amended; 15 U.S.C.

78w * * *. Section 240.15c3-1 also issued under Secs. 15(c)(3) and 17(a), 15 U.S.C. 78o(c)(3) and 78q(a).

2. Section 240.15c3-1 is amended by revising paragraph (c)(2)(vi)(F) as follows:

§240.15c3-1 Net capital requirements for brokers and dealers.

* * * * *

(c) * * *

(2) * * *

(vi) * * *

(F)

(1) Nonconvertible, debt securities. In the case of nonconvertible debt securities having a fixed interest rate
and a fixed maturity date and which are not traded flat or in default as to principal or interest and which are
rated in one of the four highest rating categories by at least two of the nationally recognized statistical rating
organizations, the applicable percentages of the market value of the greater of the long or short position in
each of the categories specified below are:

(i) Less than 1 year to maturity - 2%

(ii) 1 year but less than 2 years to maturity - 3%

(iii) 2 years but less than 3 years to maturity - 5%

(iv) 3 years but less than 5 years to maturity - 6%

(v) 5 years but less than 10 years to maturity - 7%

(vi) 10 years but less than 15 years to maturity - 7 1/2%

(vii) 15 years but less then 20 years to maturity - 8%

(viii) 20 years but less than 25 years to maturity - 8 1/2%
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(ix) 25 years or more to maturity - 9%

(2) A broker or dealer may elect to exclude from the above categories long or short positions that are hedged
with short or long positions in, securities issued by the United States or any agency thereof or nonconvertible
debt securities having a fixed interest rate and a fixed maturity date and which are not traded flat or in default
as to principal or interest and which are rated in one of the four highest rating categories by at least two of the
nationally recognized statistical rating organizations if such securities how maturity dates:

(i) less than five years and within a months of each other;

(ii) Between 5 years and 10 years and within 9 months of each other;

(iii) Between 20 years and 15 years and within 2 years of each other; or

(iv) 15 year or more and within 10 years of each other.

The broker-dealer shall deduct the amounts specified in paragraphs (c)(2)(vi)(F) (3) and (4) of this section.

(3) With respect to those positions described in paragraph (c)(2)(vi)(F)(2) of this section that include a long
or short position in securities issued by the United States or any agency thereof, the broker or dealer shall
exclude the hedging short or long United States or agency securities position from the applicable haircut
category under paragraph (c)(2)(vi)(A) of this section. The broker or dealer shall deduct the percentage of the
market value of the hedged long or short position in nonconvertible debt securities as specified in each of the
categories below:

(i) Less than 5 years to maturity - 1 1/2%

(ii) 5 years but less than 10 years to maturity - 2 1/2%

(iii) 10 years but less than 15 years to maturity - 2 3/4%

(iv) 15 years or more to maturity - 3%

(4) With respect to those positions described in paragraph (c)(2)(vi)(F)(2) of this section that include offsetting
long and short positions in nonconvertible debt securities the broker or dealer shall deduct a percentage of
the market value of the hedged long or short position in nonconvertible debt securities as specified in each of
the categories below:

(i) Less than 5 years to maturity - 1

(ii) 5 years but less than 10 years to maturity - 3%

(iii) 10 years but less than 15 years to maturity - 3 3/4%

(iv) 15 years or mare to maturity - 3 1/2%

(5) In computing, deductions under paragraph (c)(2)(vi)(F)(3) of this section a broker or dealer may include
in the categories specified in paragraph (c)(2)(vi)(F)(3), of this section, long or short positions in securities
issued by the United States or any agency thereof that are deliverable against long or short positions in
futures contracts relating to Government securities, traded on a recognized contract market approved by the
Commodity Futures Trading Commission which are held in the proprietary or other accounts of the broker or
dealer. The value of the long or short positions included in the categories shall be, determined by the contract
value of the futures contract held in the account.

(6) The provisions of Appendix B to Rule 15c3-1 (17 CFR 240.15c3-1b) will in any event apply to the positions
in futures contracts.

* * * * *

By the Commission.

Shirley E. Hollis,

Assistant Secretary.
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November 4, 1986

[FR Doc. 86-25566 Filed 11-13-88; 8:45 am]

BILLING CODE 8010-01-M

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  SEC Release No. 34-23773 reproduced and attached. Also see Information Memo 85-39.
1  50 FR 42961 (October 23, 1985).
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 86-40

Click to open document in a browser

November 25, 1986

  

Enforcement and Regulatory Standards Member Firm Regulation

PLEASE ROUTE TO: CREDIT, COMPLIANCE, OPERATIONS, P&S, CONTROLLER, TRADING AND
UNDERWRITING DEPARTMENTS

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: MANAGING PARTNER/CHIEF EXECUTIVE OFFICER AND SUBSCRIBERS

SUBJECT: BRITISH GAS PLC AMERICAN DEPOSITARY RECEIPTS NYSE, SEC AND FRB
REQUIREMENTS AND GUIDELINES

The underwriting of British Gas plc, American Depositary Shares (ADS) is scheduled, subject to effectiveness
of registration under the Securities Act of 1933, on or about December 8, 1986. As indicated in the
preliminary prospectus dated November 21, 1986:

- Upon full payment of the purchase price plus amounts in respect of UK stamp duty reserve tax (currently
1 1/2% of each installment of the purchase price), each American Depositary Share will represent ten
outstanding Ordinary Shares of British Gas plc. Prior to full payment, the American Depositary Shares will
be evidenced by First and then Second Interim American Depositary Receipts (Interim ADRs). Upon full
payment, they will be evidenced by ADRs in definitive form.

- Interim ADRs are expected to begin trading “Regular Way” on the Exchange on December 8, 1986.

- The initial offering price will be 13.5 British pounds sterling (the equivalent of $18.90 at a conversion rate
of$1.40) per ADS with the first installment at a U. S. dollar equivalent of 5 British pounds. The second
installment due on June 9, 1987 will he a U. S. dollar equivalent of 4.5 British pounds sterling and the final
installment due on April 19, 1988 will be a U. S. dollar equivalent of 4 British pounds sterling.

- Holders of the Interim ADRs are responsible for payment of the second and final installments plus amounts
in respect of UK stamp duty reserve tax (currently 1 1/2% of each installment).

Member organizations should review their operations and systems and coordinate with NSCC, DTC and the
“Depositary” to assure themselves that the Interim ADRs are processed appropriately.

In view of some of the unique aspects of this offering, the Exchange wishes to advise member organizations
of certain special requirements which have been adopted as well as reiterate applicable existing regulations.

Margin Requirements 1 

Federal Reserve Board Regulation T - In accordance with Regulation T, any security that is registered on or
has unlisted trading privileges on a national securities exchange is a “margin security” and may be purchased
or carried in a margin account. The margin required on a “margin-security” is 50% of the current market value.

Since the ADRs will be listed and traded on the Exchange, they are eligible for margin privileges. However,
members of the underwriting and selling group, under SEC Rule 11(d)(1) of the Securities Exchange Act of
1934, are subject to certain restrictions before they can extend credit on the ADRs (see discussion below).

New York Stock Exchange Rule 431 - The Exchange Rule 431 initial and maintenance margin requirements
for customers are: 25% of the current market value of all ADRs “long” in the account; $5 per ADR or 30% of
the current market value of the ADR, whichever is greater, of each ADR “short” in the account selling at $5
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per AD-9 or above; and $2.50 per ADR or 100% of the current market value of the ADR, whichever is greater,
of each ADR “short” in the account selling at less than $5 per ADR. In addition, on new transactions the Rule
requires a minimum equity in margin accounts of at least $2,000, except, that cash need not be deposited in
excess of the cost of any ADR purchased.

The Exchange has determined that the ADRs shall be subject to the above existing maintenance
requirements. However, the Exchange will closely monitor the market activity and price volatility of the ADRs
and, if appropriate, impose higher requirements as permitted under Rule 431(a).

Member organizations should also closely monitor activity in the ADRs with a view toward imposing higher
“house” maintenance requirements, when appropriate, in order to maintain sufficient equity in customer's
margin accounts because of the installment payment method of ADRS.

Securities Exchange Act of 1934, Section 11(d)(1) - This provision prohibits a person who is both a broker
and a dealer from extending credit to a customer on any security which is part of a new issue where the
broker-dealer is a member of a selling syndicate or underwriting group for such new issue. In addition to
prohibiting the extension of credit in connection with the original sale of the security, the Section, and .03,
Scope of Section, prohibits the security from being used as collateral in connection with other transactions
that the broker-dealer may effect for the customer. This prohibition shall be in effect for 30 days commencing
as follows,.

         Selling group participants         -              from the date on which the
 broker-dealer

                                                           completes its distribution.

         Underwriters                       -              from the date when both the
 distribution is

                                                           completed and the underwriting
 agreement is

                                                           terminated.

SEC Capital and Reserve Formula Requirements

Due to the unusual aspects of the offering, the Securities and Exchange commission has approved special
Capital, Reserve Formula and Custody and Control of Securities requirements until April 26, 1988 as outlined
below.

Capital Requirements (Rule 15c3-1)

Proprietary Positions - Member organizations computing net capital under the basic or alternative methods
will be subject to a net capital charge equal to 15% of the sum of the market value of the Interim ADRs plus
the estimated contractual liability (based on prevailing exchange rates) for any unpaid installments. For
example, if after payment of the second installment, the Interim ADRs are selling at $13.30 the deduction
under the basic and alternative methods would be $13.30+$5.60 (hypothetical cost of final installment)×.15=
$2.84 per Interim ADR.
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Underwriting Positions - Underwriters shall be subject to a capital charge equal to 15% of the total offering
price (based upon prevailing exchange rates) on the day registration of the Interim ADRs becomes effective
(e.g. an offering price which based on an exchange rate of $1.40, would be the equivalent of $18.90 per
definitive ADR, with an initial offering price of 13.5 British pounds sterling, and would result in a charge of
$2.84 per Interim ADR). This charge would apply to member organizations computing net capital under the
basic or alternative method. The initial capital charge on the total offering can be subsequently reduced to the
extent that sales are confirmed to customers.

Reserve Formula (Rule 15c3-3) - Ledger credits and adequately secured debits relating to customers'
transactions in the ADRs are to be included in the Formula Computation. For example, in December
1986 ledger debits and credits relating to the first Interim ADRs must be included in the Reserve Formula
Computations. When the second Interim and definitive ADRs are traded regular way in June 1987 and April
1988 respectively, ledger debits and credits relating to those ADRs must be included in the Reserve Formula
Computation.

Custody and Control of Securities (Rule 15c3-3) - The adjusted ledger debit used for the purpose of
calculating the value of excess margin securities based on 1404 should not include the liability to pay the
second and third installments respectively until the second Interim or definitive ADRS, as the case may be,
are traded regular way.

Operational Procedures

The Exchange will monitor the operational aspects of the offering within member organizations and the
clearing agencies and, if necessary, implement any special procedures or reporting mechanisms that may be
appropriate.

Disclosure of Customer's Liability

Member organizations should take extraordinary measures to insure that customers are aware of
the installment nature of payment for the ADRS, and the obligation of the holder of Interim ADRs to
make payment of future installments. Pursuant to Rule 401 (Business Conduct) members and member
organizations shall, at a minimum, make appropriate disclosure to all customers who purchase Interim ADRs
of the remaining installments and the amount payable in British pounds sterling. Such disclosure must be
made at or before the completion of the transaction:

1) as part of the trade confirmation (either by imprinting or stamping) or

2) as separate notification (which must accompany the trade confirmation).

The Exchange suggests the following language be imprinted on trade confirmations. The language is
necessarily abbreviated due to limitations of available space on, and computer processing of, confirmations.

FOR FIRST INTERIM ADRs

BUYER ASSUMES OBLIG TO PAY

2D&FNL INSTL OF 8.5

PDS. STLG. EACH PLUS UK TAX

FOR SECOND INTERIM ADRs

BUYER ASSUMES OBLIG TO PAY

FINAL INSTL OF 4 PDS. STLG.

PLUS UK TAX

Member organizations that stamp confirmations or use a separate notification for disclosure will be expected
to use language less abbreviated than that suggested above.
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The Exchange suggests that after each purchase of Interim ADRS, the first monthly statement of account
sent to customers, or a separate notice sent at or about the same time, shall fully disclose: 1) the customer's
liability for, and the amount of, remaining installments payable in British pounds sterling and 2) that part or
all of their position in Interim ADRs may be liquidated in the event of non-payment of installments. Members
and member organizations are also encouraged to send such disclosures with all monthly statements sent to
customers so long as the customer holds Interim ADRS.

Members and member organizations should consult with their counsel on the exact disclosure language to be
used and the manner in which that disclosure should be made.

Members and member organizations should also hold educational seminars and/or distribute appropriate
written materials to sales personnel prior to the effective date of the offering in order to insure their familiarity
with the unusual nature of the offering.

Recordkeeping - BONUS SHARES

A US or Canadian individual who purchases ADSs in the initial offering and continuously holds that interest
(whether as ADRs evidencing ADSs or directly) until 4 p.m. (New York time) on December 31, 1989 and
who otherwise satisfies the conditions for qualification will be entitled to receive a share bonus, without any
additional payment, of one Ordinary Share (up to a maximum or 500 Ordinary Shares) for each 10 Ordinary
Shares so held.

In order to qualify for the bonus shares, a Share Bonus Registration Form must be filed with Irving Trust
Company, the ADR Depositary , not later than January 21, 1987. A specimen copy of the registration form is
attached to this memorandum.

The Registration Form must be completed and certified (1) by the qualifying individual on behalf of whom a
qualifying nominee (member organization) purchased ADRs in the initial offering and (2) by such individuals
qualifying nominee, in order for such individual to become eligible for the share bonus. Only one application
for bonus shares may be made on behalf of any qualifying individual. If more than one Registration Form is
received by the Depositary on behalf of any qualifying individual, such qualifying individual will lose all rights
to bonus shares.

Approximately ten days prior to December 31, 1989, the Depositary will mail to each qualifying nominee a
Certificate of Continuous Holding listing the names, addresses, internal account numbers and social security
numbers of individuals with respect to whom the Registration Form was properly completed and returned by
the required date.

In addition, the Registration Form requires qualifying nominees to undertake to certify to H. M. Government,
not more than once in each calendar year, as to the number of ADSs held continuously on behalf of a
qualifying individual by such qualifying nominee.

Member organizations must maintain records which will allow identification of customers entitled to participate
in the share bonus as described in the prospectus.

* * *

MEMBER ORGANIZATIONS SHOULD REVIEW CAREFULLY THE PRELIMINARY PROSPECTUS DATED
NOVEMBER 21, 1986 AND THE FINAL PROSPECTUS WHEN EFFECTIVE.

* * *

Questions regarding margin requirements should be directed to Richard Nowicki (212) 656-7683 or Steven
Levine (212) 656-7080. Questions on other subjects discussed in this memorandum should be directed to
Maurice Minen (212) 656-4815 or Audrey Womack (212) 656-5427.

         Donald N. Malawsky                      Edward A. Kwalwasser
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         Senior Vice President                   Senior Vice President

                                                 Member Firm Regulation

BRITISH GAS plc

SHARE BONUS REGISTRATION FORM

As provided in a Prospectus dated December, 1986, H.M. Government has offered to individuals who
continue to hold interests in Ordinary Shares purchased by them in the Combined Offering (whether as ADRs
evidencing ADSs or directly) until 4:00 p.m. (New York time) on December 31, 1989, the right to receive from
H.M. Government, without any additional payment, one Ordinary Share (up to a maximum of 500 Ordinary
Shares) for each ten Ordinary Shares so held, the equivalent of one-tenth of an ADS (up to a maximum of 50
ADSs) for each ADS so held.

This Registration Form must be completed and certified (1) by the individual on behalf of whom a qualifying
nominee (as such term is defined below) purchased ADSs in the Combined Offering and (2) by such
individual's qualifying nominee, in order for such individual to become eligible for the share bonus . To
ensure processing of the Registration Form in the most efficient and expeditious manner, it is
strongly suggested that the individual fill out Part III of the Registration Form and return the Form
to the nominee who purchased ADSs on his behalf in the Combines Offering for completion and
certification by such nominee and that such nominee, in turn, send the Form in to the Depositary as
soon as possible thereafter. This Registration Form must be returned not later than January 21, 1987 to the
Depositary at the following address.

Irving Trust Company

Corporate Trust Office

101 Barclay Street

New York, New York 10007

ATTN: BG Bonus State Registration

No individual will be entitled to any bonus shares unless this Registration Form is returned, properly
filled out, by January 21, 1987. Only one application for bonus shares may be made on behalf of any
qualifying individual. If more than one Registration Form is received by the Depositary on behalf of
any individual, such individual will lose all rights to bonus shares.

Approximately ten days prior to December 31, 1989, the Depositary will mail to each qualifying nominee
from whom it received a Registration Form a Certificate of Continuous Holding listing the names, addresses,
internal account numbers (with their qualifying nominees) and social security (or social insurance) numbers of
individuals with respect to whom the Registration Form was properly completed by such qualifying nominee
and returned to the Depositary by the required date. Such Certificate will require such qualifying nominee to
certify as to the lowest number of ADSs held continuously on behalf of such individual during the relevant
period. Subject to the provisions for excepted withdrawals of Deposited Securities set out in the Prospectus,
no individual will be entitled to any bonus shares unless the Certificate of Continuous Holding, properly
completed, is returned to the Depositary by January 31, 1990 provided, however, that with respect to those
individuals who held ADSs directly in their own names on the register of the Depositary for any period, the
Depositary will certify as to their continuous holding during such period.

PART 1: Information Regarding Individual (to be completed by qualifying nominee)
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         1. Name(s) and Address(es) of Individual(s):               
 __________________________________________________

                                                                     _______

                                                                    
 __________________________________________________

                                                                     _______

                                                                    
 __________________________________________________

                                                                     _______

                                                                    
 __________________________________________________

                                                                     _______

                                                                    
 __________________________________________________

                                                                     _______

                                                                    
 __________________________________________________

                                                                     _______

         2. Social Security (or Social Insurance)                   
 __________________________________________________

                                                                     ______
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            Number(s) of Individual(s):                             
 __________________________________________________

                                                                     ______

         3. Name of Qualifying Nominee:                             
 __________________________________________________

                                                                     ______

         4. Internal Account Number of Individual's(s')             
 __________________________________________________

            Account with Qualifying Nominee:                         ______

            Number of ADSs:\1/                                      
 __________________________________________________

         5.                                                          ______

\1/ American Depositary Shares evidenced by Interim American Depositary Receipts
 representing the

right to receive Ordinary Shares of British Gas plc upon payment of the second and final
 instalments of the

purchase price thereof.

PART II: Certificate of Qualifying Nominees as to Purchase in Combined Offering

The undersigned 1   hereby certifies that:

1. The undersigned purchased in the Combined Offering the number of ADSs indicated in PART I for the
account of the individual(s) whose name(s), address(es), internal account number(s) and social security (or
social insurance) number(s) appear(s) in PART I.

2. The undersigned will certify to H.M. Government in a form prescribed by H.M. Government, on request not
more than once in each calendar year, the number of ADSs held on behalf of the individual details of whom
appear in Part I, continuously from their purchase by such individual in the Combined Offering until the date of
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such certificate, or, if earlier, the date when such individual's interim ARDs or ADRs were transferred from the
undersigned's name to such individual's name in the register maintained by the Depositary, for the purpose
of enabling H.M Government to decide how many of the Ordinary Shares retained by it to satisfy bonus share
entitlement are no longer required and may be disposed of.

3. H.M. Government, or any firm of accountants on H. M. Government's behalf, may audit the records of the
undersigned with respect to any information referred to in paragraphs 1 and 2 of this PART II.

                                                                    
 ______________________________________________________

                                                                     (Firm)

                                                                    
 ______________________________________________________

                                                                     (Authorized
 Signature)

                                                                    
 ______________________________________________________

                                                                     (Address)

                                                                    
 ______________________________________________________

                                                                     (Telephone Number)

         Date: ________________________________, 198____

PART III: Certificate of Qualifying Individual as to Eligibility

The individual(s) whose name(s), address(es), internal account number(s) and social security (or social
insurance) number(s) appear(s) in PART I of this Registration Form hereby certifies that he (they) is (are)

qualifying individual (s) 1 

         Date: ______________,198                ___________________________________

                                                 (Signature of individual)
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         Date: ______________,198                ___________________________________

                                                 (Signature of individual)

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  As used herein the term "ADR" includes Interim and definitive ADRS.
1  The undersigned must be a "qualifying nominee". A "qualifying nominee" means a member firm of a

registered United States national or a Canadian securities exchange or of the National Association of
Securities Dealers, Inc. or a commercial bank or trust company having an office or correspondent in the
United States or Canada who purchased ADSs in the Combined Offering for the account of an individual.

1  A "qualifying individual" means one natural person (or no more than two natural persons holding jointly
on behalf of one or both of them) who (1) purchased ADSs in the Combined Offering through a qualifying
nominee, (2) is the beneficial holder of the related ADSs (a qualifying individual may not hold such
ADSs on behalf of another individual or any other person or entity) and (3) submits no more than one
registration form. Qualifying individuals may hold their ADSs through trusts, IRAs, RRSPs or other
arrangements if the trustee or administrator of such arrangements is the qualifying nominee for such
individual.

To qualify for the share bonus, such individual must, subject to the provisions for excepted withdrawals
of Deposited Securities set out in the Prospectus, hold ADSs purchased on his behalf in the Combined
Offering continuously for the required period, either through his original qualifying nominee or directly in
his name on the register of the Depositary. Only one transfer from nominee name to such individual's
own name is permitted. If an individual transfers his holding from his original nominee to another
nominee, or from his own name to the name of a nominee, he will lose his entitlement to the share
bonus. Any entitlement to receive bonus shares will cease on death. In the case of joint purchasers, the
surviving purchaser will remain eligible. A qualifying individual will lose all rights to bonus shares in the
event of failure to pay any instalment or amounts in respect of UK stamp duty or stamp duty reserve
tax thereon so that some part of the entitlement to Ordinary Shares is cancelled or action is taken to
recover such unpaid amounts, or in the event the Depositary receives more than one Registration
Form on behalf of such individual. The number of Ordinary Shares which will qualify for bonus shares
will be changed pro rata (ignoring fractions) if there is any capitalisation issue or any consolidation or
subdivision of the Company's share capital.
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November 14, 1986

  

Market Surveillance Services

 TO: All Members and Member Organizations

SUBJECT: Floor Conduct and Safety Guidelines

Several revisions were recently made to the Exchange's Floor Conduct and Safety Guidelines, a copy of
which is attached. These changes include:

•the addition of a provision prohibiting any act which interferes with the orderly evacuation of the trading Floor.
This includes the refusal to immediately depart the trading Floor, to use the assigned emergency exit, to
immediately depart the building or to go to the assigned staging area.

•the addition of a provision requiring display of proper identification when entering and while on the trading
Floor. Members are required to display either their member's badge or their Exchange-issued identification
card when entering the trading Floor and must wear either one of these documents at all times while on
the trading Floor. Clerical employees of members and member organizations are required to display their
Exchange-issued identification card when entering the trading Floor and must wear this document at all times
while on the trading Floor.

Failure to comply with either of these new provisions will result in the following penalties:

         First-Offense             Second-Offense

Member   $250                      $500

Clerk    3 day I.D. card           5 day I.D. card

         suspension                suspension

•an extension of the no smoking areas to include the entire lobby of the 11 Wall Street building.

•surrender of all cancelled identification cards to the Floor Operations Support Department instead of the
Floor Division. If unable to surrender a cancelled identification card, a member or member organization must
immediately notify the Exchange.

•various minor changes to reflect the new 9:30 a.m. starting time of trading and a change in terminology from
“Floor ticket” to “Exchange-issued identification card”.

All other provisions of the Guidelines for Floor Conduct and Safety and their associated penalties remain the
same. These revisions do not affect the rights of members and Floor clerical employees of members and
member organizations to appeal, pursuant to existing Exchange rules and procedures, any penalties that are
imposed.

Any questions in regard to the Guidelines for Floor Conduct and Safety may be addressed to Mr. William
Iommi, Manager Specialist Surveillance, at (212) 656-6829.
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Agnes M. Gautier

Vice President

NEW YORK STOCK EXCHANGE, INC.

Guidelines for Floor Conduct and Safety

The conduct of individuals on the trading Floor of the New York Stock Exchange can significantly affect
the public investor's image of the quality, fairness and professionalism of the Exchange Marketplace. In
addition, the behavior of individuals on the Floor can impact the safety and welfare of others and affect the
efficient, undisputed conduct of business on the Floor. For these reasons, all persons, while on the Floor of
the Exchange shall not:

1. Engage in any act or practice which may be detrimental to the interest or welfare of the Exchange; or

2. Engage in any act or practice which may serve to disrupt or hinder the ordinary and efficient conduct of
business; or

3. Engage in any act or practice which may serve to jeopardize the safety or welfare of any other individual.

It is the responsibility of all members and Floor clerical employees of members or member organizations
to be familiar with the following guidelines governing Floor conduct and safety and to be aware that the
applicable penalties will be imposed where violations of these guidelines are found to have occurred. In
addition, where substantial or continued violations of these guidelines occur, that individual will be subject to
possible disciplinary accordance in accordance with the procedures set forth in the Exchange Constitution
and Rules.

* * *

Smoking - Smoking is only permitted in designated smoking areas. It is absolutely essential that there be
strict adherence to the “no smoking” guidelines, especially in Floor areas adjacent to fire exits. This includes
the entire 11 Wall Street lobby where smoking is prohibited.

           First Offense                    Second Offense

Member     $250                             $500

Clerk      3 day I.D. card suspension       5 day I.D. card suspension

Surrender of Exchange-Issued Identification Card - All Floor clerical employees of members or member
organizations must surrender their Exchange-Issued Identification Card immediately to the Floor Operations
Support Department upon termination of employment with the member or member organization, or upon the
cancellation of their prior to expiration. Failure to do so within five business days or immediately notify the
Exchange if unable to do so, will subject the member or member organization to a $500 fine.

Unauthorized Use of Member Facilities - Floor clerical employees of members or member organizations
are not permitted to use member facilities such as phones, smoking areas, etc. Unauthorized use will result in
the following penalties:

           First Offense                    Second Offense

Clerk      3 day I.D. card suspension       5 day I.D. card suspension
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General Conduct on Floor - Engaging in activities involving practical jokes, rough-housing etc. or the use of
abusive or indecorous language, conveys a very unbusinesslike appearance and are strictly prohibited on the
trading Floor. The following penalties will be levied against any individual exhibiting such behavior:

           First Offense                    Second Offense

Member     $250                             $500

Clerk      3 day I.D. card suspension       5 day I.D. card suspension

Unauthorized Solicitations or Sale of Goods or Service - All activities entailing the sale or solicitation
of products or serviced on the trading Floor must be authorized by a Floor Governor. Any such activity not
authorized is prohibited. The following penalties will be levied against any individual violating this guideline:

           First Offense                    Second Offense

Member     $250                             $500

Clerk      3 day I.D. card suspension       5 day I.D. card suspension

Running - Running is prohibited at all times on the trading Floor.

           First Offense                    Second Offense

Member     $250                             $500

Clerk      3 day I.D. card suspension       5 day I.D. card suspension

Possession of an Alcoholic Beverage - Possession and/or consumption of any alcoholic beverage on the
trading Floor is strictly prohibited.

                             First Offense                           Second Offense

         Member              $500                                    $1000

         Clerk               3 day I.D. card suspension              5 day I.D. card
 suspension

Damage to or Abuse of Trading Floor Facilities or Equipment - Any act which causes damage or abuse
to facilities or equipment on the trading Floor will be punishable with the penalties set forth below, plus the
cost of repairing damage and any losses resulting from the unavailability of the equipment during repair or
replacement. Unless the individual responsible for such damage can be identified, member organizations
will be financially responsible for damage done during trading hours to electronic equipment such as card
readers, card printers, and telephones that are located at their assigned post spaces or booth locations.
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Where responsibility for damage can be placed, the individual causing such damage will be responsible for
damage and replacement and will be subject to penalty.

                             First Offense                           Second Offense

         Member              $500                                    $1000

         Clerk               3 day I.D. card suspension              5 day I.D. card
 suspension

Entering or Crossing Trading Floor - Floor clerical employees entering and leaving the Floor must keep
as close as possible to the area adjacent to the telephone booths on the perimeter of the Floor. In addition,
clerical personnel are prohibited from entering trading crowds at any time between ten minutes prior to the
opening of business and five minutes after the close of business. Failure to adhere to these provisions will
result in the following penalties:

                             First Offense                           Second Offense

         Clerk               3 day I.D. card suspension              5 day I.D. card
 suspension

Representation on the Floor - All members and member organizations assigned a booth or specialist post
space or which have order pad privileges must designate an individual which will represent such member
or member organization on the Floor between one hour prior to the opening of business and one hour after
the close of business, or such other period as may from time to time be prescribed by the Exchange, or until
all reports due the members or member organizations have been received, whichever is later. Specialist
representatives should have access to the unit's records and books. All individuals representing members
and member organizations must have the authority to make decisions in resolving and closing out open or
questioned items. Failure to adhere to these provisions will result in the following fines:

                             First Offense                           Second Offense

         Member or           $250                                    $500

         Member

         Organization

Orderly Evacuation of Trading Floor - Any act which jeopardizes the safety or welfare of others during
a trading Floor evacuation will result in the penalties indicated below. This includes refusal to immediately
depart the trading Floor, to use the assigned emergency exit, to immediately depart the building, or to go to
the assigned staging area.

                             First Offense                           Second Offense

         Member              $250                                    $500
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         Clerk               3 day I.D. card suspension              5 day I.D. card
 suspension

Display of Proper Identification When Entering and While on the Trading Floor - Members are required
to display either their member's badge or their Exchange-issued identification card when entering the trading
Floor and must wear either one of these documents at all times while on the trading Floor. Clerical employees
of members or member organizations are required to display their Exchange-issued identification card when
entering the trading Floor and must wear this document at all unless while on the trading Floor. Failure to
comply with these guidelines will result in the following penalties:

                             First Offense                           Second Offense

         Member              $250                                    $500

         Clerk               3 day I.D. card suspension              5 day I.D. card
 suspension

In addition to those items discussed specifically above, any act by a member or Floor clerical employee of a
member or member organization that would constitute a felony or misdemeanor under the laws of the State of
New York will subject that individual to possible disciplinary action in accordance with the procedures set forth
in the Exchange Constitution and Rules.

Revised: September 1986

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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October 27, 1986

  

Market Surveillance Services

 TO: Members and Member Organizations

SUBJECT: Tax Switching Transactions

The following is a reminder to members and member organizations that riskless tax switching trades are
prohibited. Please note that this prohibition applies with equal force at openings and to bond transactions.

* * *

Transactions effected as described below are not permitted on the Floor of the Exchange and if discovered
will result in appropriate disciplinary action by the Exchange:

An Exchange member (“member A”), desiring to effect a tax switch of 1,000 shares of XYZ, approaches the
XYZ specialist and informs him of his wish to effect the tax switch at approximately the price of the current bid
or the current offer for XYZ. For purposes of this hypothetical example, assume that the current market for
XYZ is 35 3/8 bid for 2,000 shares and 35 5/8 asked for 1,500 shares, both representing limit orders entered
on the XYZ specialist's book. The XYZ specialist agrees to handle member A's purchase and sale tax switch
orders as agent, undertaking to execute those orders against market orders or other orders seeking execution
at the current bid or ask prices. Assume that another member (“member B”) subsequently approaches the
XYZ specialist with an order to sell (assuming for the sake of simplicity an order to sell 1,000 shares of XYZ at
the market), and is willing to effect the sale at the current bid of 35 3/8. The specialist then effects member B's
sale at that price, informing member B, for clearing purposes, that he has sold to member A.

Simultaneously, the specialist effects, as agent, a second trade of 1,000 shares of XYZ for member A with
the order or orders on his book, giving up, for clearing purposes, member A as the seller and, as the buyer
or buyers, the broker or brokers whose orders he represents; in terms of time priority of their receipt, the first

1,000 shares on his book at the bid price of 35 3/8. 1 

Only one of the two 1,000-share transactions in XYZ would be reported for inclusion in the consolidated
transactions reporting system.

The Exchange has concluded that transactions effected in the foregoing manner are not consistent with
Exchange Rule 78, which prohibits pre-arranged trades, and should not take place.

* * *

As noted above, transactions which establish taxable gains and losses may continue to be effected on the
Floor, but all such transactions must be made in accordance with all applicable trading rules. For example,
no problems would seem to arise under Exchange Rules and procedures if the switching transaction
was effected at the risk of the market. Such would be the case if the transaction was not pre-arranged
or guaranteed in any fashion. There should be two independent transactions - a purchase and sale, or
vice versa, but the price of each should be independently established. At the time of the first transaction
there should be no guarantee or assurance of the price of the second. The period of time between the
two transactions would not of itself determine whether or not the switching had been effected at the risk of
the market. The sending of a buy and sell order for the same customer through the Opening Automated
Report system (OARS) to effect a tax switch transaction on the opening or through our Designated Order
Turnaround,System (DOT) at the close is not permissible.
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Questions regarding this matter should be directed to Daniel Saporito on (212) 656-5097 or William Iommi on
(212) 656-6829.

Agnes M. Gautier

Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Had the first independent order to arrive at the post been a market order to buy rather than an order to
sell, the tax switch would have been effected at the offer price.
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October 16, 1986

  

Member Firm Regulation

 TO: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: CESSATION OF BROKER/DEALER ACTIVITIES - VINCENT, THOMAS & ASSOCIATES, INC.

As a result of financial difficulties, Vincent Thomas & Associates Inc., an introducing broker, has voluntarily
ceased to transact business as a broker/dealer and has retired as a member firm of the New York Stock
Exchange, Inc. effective October 16, 1986.

Any questions regarding this announcement may be directed to Salvatore Pallante at 656-8480.

Edward A. Kwalwasser

Senior Vice President

Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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October 13, 1986

  

Enforcement and Regulatory Standards

PLEASE ROUTE TO COMPLIANCE AND TRAINING DIRECTORS AND BRANCH OFFICE MANAGERS

 TO: MEMBERS & MEMBER ORGANIZATIONS

ATTENTION: CHIEF EXECUTIVE OFFICER

SUBJECT: VOLUME DISCOUNT - SERIES 7 REGISTERED REP STUDY OUTLINE

The recent introduction of the revised Series 7 Registered Representative Qualification Examination has
significantly increased demand for the new prepatory Study Outline.

The Exchange is pleased to announce that in response to requests for multiple copies of the Study Outline by
numerous organizations, volume discounts have been established as follows:

No. of copies                   Price per copy

1-50                            7.50 plus shipping

50-100                          6.00 plus shipping

100-250                         5.00 plus shipping

Over 250                        4.50 plus shipping

The Exchange hopes that the volume discount will allow for a wider distribution of this valuable tool for
preparing Registered Representative candidates, and keeping branch office managers, compliance officers
and training departments up to date. We urge that all firms take advantage of the quantity discount for the
new Series 7 Study Outline.

To order simply complete and return the attached form.

Questions concerning this memo may be directed to Rita Garten at (212) 656-2746.

James F. Swartz, Jr.

Vice President

New York Stock Exchange

Testing Section

20 Broad Street

24th Floor

New York, New York 10041
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Ship To: ____________________________________________________

Name _______________________________________________________

Title ______________________________________________________

Firm _______________________________________________________

Bus. _______________________________________________________

Address ____________________________________________________
____________________________________________________

I wish to order ________ copies of the Revised Series 7 Exam Study Outline

No. of copies                      Price per copy

  1-50                             7.50 plus shipping

 50-100                            6.00 plus shipping

100-250                            5.00 plus shipping

Over 250                           4.50 plus shipping

NYSE member organizations will be billed directly. Non-NYSE Members should enclose a check or postal
money order made payable to the New York Stock Exchange to cover the number of Study Outlines ordered.
Shipping charges will be billed separately to Non-NYSE Members later.

New York State residents, please include .0825% sales tax on price of booklets only.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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October 7, 1986

  

Member Firm Regulation

 TO: Members and Member Organizations

ATTENTION: Chief Executive, Financial and Operations Officers/Partners

SUBJECT: Proposed Amendments to SEC Rules 15c3-1, 15c3-3, 17a-3 and 17a-13 Relative to Repurchase
and Reverse Repurchase Agreements

The Securities and Exchange Commission has proposed amendments to Rule 15c3-1 (Net Capital
Requirements for Brokers and Dealers), 15c3-3 (Customer Protection - Reserves and Custody of Securities),
17a-3 (Records) and 17a-13 (Quarterly Security Counts) under the Securities and Exchange Act of 1934
relative to the treatment of repurchase and reverse repurchase agreements entered into by registered broker-
dealers. (A copy of Release No. 34-23602, dated September 4, 1986, is attached for your convenience.)

The major points of the proposal are as follows:

(1) SEC Rule 15c3-1 (Deficits and Intercompany Accounts)

(A) Reverse repurchase agreement deficits 1   would be deducted in the calculation of Net Capital regardless
of maturity.

(B) For reverse repurchase agreements, the Net Capital Requirement would be increased if the margin
received from a single party exceeds 105% of the funds paid. The additional requirement would be 10% of
the market value exceeding 105% of the funds paid.

(C) Certain intercompany transactions, including receivables and excess margin securities, between a
regulated broker-dealer and an unregulated affiliate including a non-member broker-dealer, would be
disallowed unless examiners are permitted to inspect the books of the affiliate. Exempt from this provision
would be affiliates that are either an insurance company regulated by a state, an investment company
registered under the Investment Company Act of 1940, a federally insured savings and loan association or a
bank as defined in Section 3(a)(6) of the Act.

(D) In addition to regular haircuts on proprietary positions, there would be a deduction in the calculation of
Net Capital in the case of repurchase agreements, equal to the greater of (i) the excess of the repurchase

agreement deficit 2   over 5% of the contract price 3   for resale of the securities (ii) the deficit on all

agreements with the same contra party exceeding 25% of tentative net capital 4   or (iii) the net deficit on
aggregate repurchase agreements with all parties exceeding 300% of tentative net capital.

In computing the proposed charges, the broker-dealer would be allowed to reduce deficits by certain margin,
deposits and equity relating to repurchase and reverse repurchase agreements entered into with the same
party.

The SEC proposal would require accrued interest to be added to the contract price when computing the
deficits on repurchase and reverse repurchase agreements.

(2) SEC Rule 15c3-3 (Possession or Control of Securities and Disclosures)
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(A) Broker-dealers that retain securities subject to repurchase agreements would be required to disclose in
writing to the contra party the rights and liabilities of the parties to the agreement and state that they may not
be covered by SIPC.

(B) Transaction confirmations would be required to describe specific securities and reconfirmation would be
required whenever securities are substituted.

(C) Securities related to “hold in custody repos”, having a contract price of $1,000,000 or more, would be
subject to overnight possession or control requirements but could be commingled with proprietary positions
during the day. All other such securities would have to be held in possession or control at all times.

(3) SEC Rule 17a-3 (Records)

(A) Broker-dealers would be required to maintain a separate ledger (referred to as a “Repo Book”).

(B) Securities subject to repurchase and reverse repurchase agreements would have to be recorded on the
securities record.

(C) Copies of confirmations for all repurchase and reverse repurchase transactions, including confirmations of
changes or substitutions, would have to be maintained.

(4) SEC Rule 17a-13 (verifications)

(A) Securities subject to repurchase and reverse repurchase agreements would have to be counted or
accounted for and confirmed the same way as for other securities.

The Commission requests comments on the entire proposal including:

(1) Quantification of any costs and/or benefits identified and their effect on the repo market.

(2) Whether separate haircuts representing the market risk should be imposed and whether repurchase and
reverse, repurchase positions should be marked to the market (SEC Rule 15c3-1).

(3) Whether other classes of affiliates should be exempt relative to intercompany accounts (SEC Rule
15c3-1).

(4) Whether broker-dealers should be limited insofar as having “hold in custody” agreements with certain
customers to prevent abuses of free credit balances (SEC Rule 15c3-3).

(5) Whether other requirements or disclosures should be imposed as a condition for the exception relative to
“hold in custody” repos and whether the $1,000,000 limit should be higher or lower.

(6) Whether the increased net capital requirement will sufficiently address the substantial leverage provided
by certain reverse repurchase agreements and whether there are alternative solutions. In this connection, the
Commission requests comment on whether the 105 percent limitation is the appropriate factor or whether it
should vary depending on the type and maturity of security underlying the reverse repurchase agreement.

Members or member organizations wishing to comment should, by November 14, 1986, file three copies with
Jonathan G. Katz, Secretary, Securities and Exchange Commission, 450 Fifth Street, N.W., Washington,
DC 20549; file a copy with Mr. Maurice Minen, New York Stock Exchange, Inc., Broker-Dealer Financial and
Operational Responsibility Section, 20 Broad Street, 20th Floor, New York, NY 10005.

Questions regarding this proposal may be directed to Mr. Peter S. Denaro, (212) 656-2849.

Raymond J. Hennessy

Vice President

Attachment

Federal Register / Vol. 51, No. 178 / Monday, September 15, 1986 / Proposed Rules
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SECURITIES AND EXCHANGE COMMISSION

17 CFR Part 240

[Release No. 34-23602; File No. S7-21-86]

Securities; Net Capital, Customer Protection, Recordkeeping and Quarterly Securities Count
Rules

AGENCY: Securities and Exchange Commission.

ACTION: Proposed rule.

SUMMARY. The Securities and Exchange Commission (“Commission”) is soliciting comments on the costs
and benefits of the following proposed amendments to its net capital, customer protection, recordkeeping
and quarterly securities count rules under the Securities Exchange Act of 1934 (“Act”) in connection with
the treatment of repurchase and reverse repurchase agreements entered into by registered broker-dealers.
The net capital rule would be amended to establish deductions from net worth in arriving at net capital for
repurchase and reverse repurchase agreements under certain credit risk circumstances. The rule would be
further amended to require additional capital when the broker-dealer has attained a high degree of leverage
as a result of those agreements. The customer protection rule would be amended to require broker-dealers
that agree to retain securities subject to repurchase agreements to disclose the rights and liabilities of the
parties, and to disclose that the Securities Investor Protection Corporation (“SIPC”) has taken the position
that coverage under the Securities Investor Protection Act of 1970 is not available for repurchase agreement
participants. The customer protection rule would be further amended to require broker-dealers that agree to
retain securities subject to repurchase agreements (“hold in custody repos”) to maintain such securities within
their possession or in a safe location. An exception to this requirement would be made for intra-day deliveries
of securities underlying institutional-sized term hold in custody repos. The rule would be further amended to
require broker-dealers to identify the securities subject to those repurchase transactions. The recordkeeping
rule would be amended to specifically require broker-dealers to maintain certain books and records with
respect to their repurchase and reverse repurchase transactions, including stock records, ledgers, and copies
of all confirmation. The quarterly securities count rule would be amended to clarify that broker-dealers are
required to account for securities that are the subject of repurchase and reverse repurchase agreements, as
they would for other securities for which they are responsible.

DATE: Comments to be received by November 14, 1986.

ADDRESSES: Persons wishing to submit written comments should file three copies thereof with Jonathan
C. Katz, Secretary, Securities and Exchange Commission, 450 5th Street, NW., Washington, DC 20549.
Reference should be made to File No. S7-21-86. Copies of the submission and of all written comments
will be available for public inspection at the Commission's Public Reference Room, 450 5th Street, NW.,
Washington. DC 20549.

FOR FURTHER INFORMATION CONTACT: Michael A. Macchiaroli, (202) 272-2904, Julio A. Mojica,
(202) 272-2372, or Michael P. Jamroz (202) 272-2398, Division of Market Regulation, 450 5th Street. NW.,
Washington. DC 20549.

SUPPLEMENTARY INFORMATION: A repurchase agreement (“repo”) involving a security is the sale of that
security at a specified price with a simultaneous agreement to repurchase the security at a specified price on
a specified future date. A reverse repurchase agreement involving a security is the purchase of that security
at a specified price with a simultaneous agreement to resell the security at a specified price on a specified
future date.

The market in repurchase agreements involving government securities has grown enormously in the last
five years. The market generally works efficiently for both purchasers and sellers. It is a vital element in the

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

691

http://researchhelp.cch.com/License_Agreement.htm


financing of the inventory carried by government securities dealers, and is important in the channelling of
short term funds into areas of need.

The Commission is concerned, however, with the effects of recent failures of several government securities
dealers. Some participants in the government securities repurchase market, that were forced into liquidation
proceedings, caused substantial harm to non-broker-dealers through fraudulent practices or inadequate
accountability. In some instances, the broker-dealers pledged the securities that were the subject of hold in

custody repurchase agreements. 1   Several of the situations involved broker-dealers that transmitted funds
in excess of the value of the securities received under reverse repurchase agreements. The failures usually
involved broker-dealers that were highly leveraged as a result of repurchase transactions. Some maintained

inadequate books and records relating to their repurchase transactions. 2 

These failures, along with the recommendations of the Securities Industry Association's Capital Committee,
have prompted the Commission to reexamine the financial responsibility rules for registered broker-dealers
with respect to repurchase transactions.

The Commission proposes to amend the rules to ensure accountability of monies and securities obtained
through repurchase agreements and to limit the leverage now available to some poorly capitalized firms in
the market. The Commission also proposes for comment an amendment to its net capital rule which would
disallow certain intercompany transactions between a regulated broker-dealer and an unregulated affiliate
unless its examiners are permitted to inspect the books of that affiliate. Finally, the Commission requests
comment on whether broker-dealers should report repurchase and reverse repurchase transactions at market
value for net capital purposes.

I. Accountability for Money and Securities

1. Rule 17a-3

Rule 17a-3 prescribes the books and records that a broker-dealer is required to maintain. The Commission
proposes to amend the rule in three ways to ensure accountability for the cash and securities involved in
repo transactions. The proposed amendments would specifically require a broker-dealer to: (i) Maintain a
separate ledger reflecting the assets and liabilities resulting from repurchase transactions (commonly referred
to as a “Repo Book”); (ii) record securities subject to repurchase and reverse repurchase agreements on
the securities record; and (iii) maintain copies of confirmations that sends out with regard to repurchase
transactions.

The purpose of these amendments is to ensure that all repurchase and reverse repurchase transactions are
properly recorded on the books and records of the broker-dealer.

2. Rule 17a-13

Rule 17a-13 requires that broker-dealers physically count, verify and account for securities held in their
physical possession or otherwise within the broker-dealer's control or direction. Currently, the Rule does
not contain a specific reference to securities that are the subject of repurchase and reverse repurchase
agreements. The proposed amendments would make it clear that a broker-dealer is held accountable for repo
securities as it is for other. securities subject to its possession or control.

II. Hold in Custody Repurchase Agreements

1. Disclosure and Possession or Control Requirements

Rule 15c3-3 generally restricts a broker-dealer's use of customer property in its business. With respect
to customer funds, the Rule requires the broker-dealer to compute, on a periodic basis, the “Formula for
Determination of Reserve Requirement for Brokers and Dealers” (“Reserve Formula”), which compares the
amount of funds that it owes customers or has obtained through the use of customer securities to the amount
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of funds it is owed either by customers, or in connection with customer securities transactions. Pursuant to
the Reserve Formula calculation, any excess customer funds held by the broker-dealer must be deposited in
a “Special Reserve Bank Account for the Exclusive Benefit of Customers”.

In addition, the Rule requires the broker-dealer to maintain in its possession or control fully-paid customer
securities and excess margin securities. Excess margin securities are those securities in a customer's margin
account that exceed in value 140 percent of the amount that a margin customer owes the broker-dealer.

In connection with the failures of various Government securities dealers, the Commission has observed
fraudulent practices relating to “hold in custody” repurchase agreements. In the E.S.M. Government
Securities. Inc. (“ESM”) and Bevill, Bresler & Schulman, Inc. (“BBS”) failures, the broker-dealers allegedly
hypothecated the securities subject to repurchase agreements.

In the current BBS litigation, the Court is considering whether securities subject to hold in custody repurchase

agreements are covered under the Securities Investor Protection Act of 1970 (“SIPA”). 3   SIPC's position
is that persons engaging in repurchase and reverse repurchase agreements are not customers within the
meaning of SIPA and are therefore not covered under SIPA.

Under the proposed amendments. broker-dealers that retain securities subject to repurchase agreements
would be required to disclose the rights and liabilities of the parties. This can be done by means of a written
repo agreement between the broker-dealer and the customer. The broker-dealer would further be required to
disclose SIPC's position that repo participants are not protected by SIPA.

The proposed rule would also specifically require the broker-dealer to confirm the securities subject to the
repurchase transaction held in its custody. If different securities are substituted for those that were originally
identified as the subjects of the repurchase agreement, an updated confirmation stating the identity of the
securities that are currently the subjects of the agreement would be required.

Finally, the proposed rule will generally require broker-dealers to maintain possession or control, at
least overnight, over all securities subject to hold in custody repurchase agreements. The Commission
understands that in a significant number of term hold in custody repurchase agreements, the broker-dealers,
during the trading day, do not maintain possession or control of the securities which are the subject of the
repos. The securities are segregated by the close of business on the day of the transaction, but are promptly
returned to the broker-dealers' “free box” at the opening of business the following day. Thus, the broker-
dealers may deliver the securities to complete other transactions. By the close of business of that day, the
repo participant is either repaid or securities are once again segregated. This process is continued until the
maturity of the term repo.

The possession or control requirements of Rule 15c3-3 are among the most important aspects of the
Commission's financial responsibility program. They have worked extremely well in the equity market
and are well understood as necessary and desirable rules. Moreover, in light of the abuses uncovered in
connection with the recent failures of government securities dealers, the Commission believes that requiring
overnight possession or control of securities which are the subject of term hold in custody repos is essential
to preventing improper over-pledging of those positions.

The Commission recognizes however. that full application of Rule 15c3-3 to term hold in custody repos would
be at variance with current industry practice. As a general rule, the Commission believes that, in the normal
brokerage business, where broker-dealers are entrusted with custody of customers' securities, commingling
of those securities with firm proprietary positions is inappropriate. However, alteration of existing practices
may cause serious disruption to settlements in the government securities markets. In light of the substantially
institutional nature of the repo markets and in the absence of problems in the huge and efficient government
securities market resulting solely from the industry practice of not assigning specific securities to term hold in
custody repos during the trading day, the Commission believes that adequate protection of repo participants
can be achieved by requiring possession or control on an overnight basis.
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The Commission therefore proposes to include in the amendments to Rule 15c3-3 an exception with respect
to intraday possession or control of securities underlying term hold in custody repos. The exception would be

limited to repos with a minimum dollar amount of $1.000,000. 4 

The Commission also solicits comments as to whether other requirements (e.g., consent) or disclosures
should be imposed as a condition for the exception.

The Commission believes that the above provisions regarding hold in custody repos will further the purposes
of the Commission's financial responsibility rules which are to provide safeguards with respect to the financial
responsibility and related practices of brokers and dealers. Comments are solicited on the potential sources
of cost and the potential benefits associated with the proposed amendments to Rule 15c3-3. The Commission
also seeks quantification of any costs and/or benefits identified.

2. Hold in Custody Repos and Free Credit Balances

The Commission also requests comment on whether Rule 15c3-3 should limit the ability of broker-dealers
to enter into hold in custody repurchase agreements with certain customers to prevent abuses of free credit
balances. During examinations of broker-dealers, the examination staff has observed that some firms
designate inventory to be used for hold in custody repos with small retail customers with free credit balances
in apparent circumvention of Rule 15c3-3.

III. Leverage and Risk Control

1. Reverse Repurchase Agreement Deficits

The net capital rule requires that a broker-dealer's net capital must exceed the greater of 25,000 or 6 2/3
percent of its aggregate indebtedness, if the broker-dealer does not elect the alternative method of computing
net capital. If it does elect the alternative method, the broker-dealer's net capital must exceed the greater of
$100,000 or 2 percent of its aggregate debit items as computed in accordance with the Reserve Formula of
Rule 15c3-3. Net capital is computed by deducting from net worth, among other things, illiquid assets and
certain percentage deductions of the market value of securities, generally referred to as “haircuts”.

Subparagraph (c)(2)(iv)(F) of Rule 15c3-1 presently prescribes a schedule of haircuts ranging from 0 percent
to 200 percent of deficits resulting from reverse repurchase agreements (i.e., the difference between the
contract price and the market value of the security). The amount of the charge depends on the time to
maturity of the repo agreement.

The schedule of deductions that is currently set forth in the Rule does not reflect all of the risk inherent in
certain reverse repurchase transactions. If a broker-dealer does not receive securities or other property of
sufficient worth to cover the contra party's obligation under a reverse repurchase agreement, that broker-
dealer is exposed to risk for the amount of the deficiency.

Instead of the present schedule of deductions, the broker-dealer would be required, under the proposed
amendments, to deduct that portion of the reverse repurchase receivable which exceeds the market value of
the underlying securities regardless of its time to maturity. The Commission understands that most broker-
dealers, when engaging in reverse repurchase agreements, receive securities or margin worth more than the
amount of funds extended to the repo participants.

2. Repurchase Agreements.

The net capital rule requires a broker-dealer to apply the haircuts in the Rule that relate to the securities
underlying a repurchase agreement, if the securities allocate to its proprietary positions. The proposed
amendments, in addition to the above haircuts, would require the broker-dealer to incur deductions in arriving
at net capital, under certain circumstances, when the value of the securities subject to the repurchase
agreement exceeds the funds received by the broker-dealer. The Rule as amended would set forth three
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separate tests which, if exceeded by the broker-dealer, would require a charge to net worth in computing net
capital. The broker-dealer would be required to deduct only the greater of the three separate computations.

Under the first test, the broker-dealer would deduct the amount by which the value of the securities subject
to a repurchase agreement exceeds 105 percent of the funds received by the broker-dealer under that
agreement. This charge takes into account the risk that the broker-dealer is exposed to when it delivers
securities under a repurchase agreement that are valued in excess of the amount the broker-dealer receives
under the agreement. The Commission recognizes, however, that broker-dealers normally provide excess
securities under a repurchase agreement as a “cushion” or margin. Thus, under the proposed amendments,
the broker-dealer does not incur a deduction unless the value of the securities subject to the repurchase
agreement exceeds 105 percent of the amount received by the broker-dealer.

The second test contemplates the risk associated with delivering an excessive amount of securities under
repurchase agreements with a particular contra party. Under this test, the broker-dealer would deduct the
excess of the difference between the market value of securities subject to agreements with a contra party
and the funds received (if less than the market value of the securities) over 25 percent of the broker-dealer's

tentative net capital. 5 

The third test compares the risk the broker-dealer incurs from all of its repos to its tentative net capital. Under
this test, the broker-dealer would compare the aggregate market value of securities subject to repurchase
agreements to the total amount it has received under such agreements. If the aggregate market value of
the securities exceeds the funds received by an amount greater than 300 percent of the broker-dealer's
tentative net-capital, the broker-dealer would be required to deduct the amount that equals the excess over
300 percent of the broker-dealer's tentative net capital. In computing the proposed haircuts, the broker-dealer
would be allowed to net repurchase and reverse repurchase agreements entered into with the same party.

3. Excess Margin on Reverse Repurchase Agreements

Some broker-dealers create leverage by obtaining the use of funds through matched repurchase agreements.
Those broker-dealers enter into reverse repurchase agreements, receive securities that are valued
substantially in excess of the amount advanced, then sell the securities pursuant to repurchase agreements
to obtain an amount of cash greater than the amount advanced under the reverse repurchase agreements.
Under the proposed amendments, the broker-dealer would be required to increase its required net capital
by 10 percent of the excess market value of securities subject to reverse repurchase agreements with one
contra party over 105 percent of the funds paid pursuant to such agreements.

In addition to specific comments regarding these proposals, the Commission requests comment on
whether the increased net capital requirement will sufficiently address the substantial leverage provided by
certain reverse repurchase agreements and whether there are alterative solutions. In this connection, the
Commission requests comment on whether the 105 percent limitation is the appropriate factor or whether it
should vary depending on the type and maturity of security - underlying the reverse repurchase agreement.

IV. Transactions With Affiliates

Some registered broker-dealers are affiliated with unregistered broker-dealers in government securities,
or with other entities with whom the registered broker-dealers do business. Sometimes the registered
broker-dealer does repo business with the general public and passes the securities or funds to the affiliated
unregistered entity, creating a receivable due from the affiliate.

The Commission in the past has found it difficult to trace funds or securities without routinely examining the

books of affiliated entities. 6   Even if the securities are in the custody of the registered broker-dealer, it is
difficult to determine who actually controls them.

In the BBS failure, for example, reverse repurchase transactions with third parties were apparently disguised
as intercompany transactions. When this was discovered, the self-regulatory organization's examination
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staff had difficulty determining which entity controlled the securities subject to those agreements. In the
E.S.M. failure, expenses and losses attributable to the government securities dealer were transferred to an
affiliate via fictitious intercompany transactions. The financial statements of E.S.M., which did not reflect those
expenses and losses, were disseminated to various third parties.

Under the circumstances, the Commission preliminarily believes that any receivable otherwise allowable for
net capital purposes from an affiliate should be disallowed and the value of securities or other property given
to an affiliate in connection with a liability which is in excess of that liability should be a charge to capital,
unless the affiliate makes available upon request its books and records to the examination staffs of the

Commission and the Examining Authority of the registered broker-dealer involved. 7   Transactions with an
affiliate which is either an insurance company regulated by a state, an investment company registered under
the Investment Company Act of 1940, a federally insured savings and loan association or a bank as defined
in section 3(a)(6) of the Act would be exempt from this provision. The Commission requests comment on
whether other classes of affiliates should be exempt from this provision.

V. Marking Repos to the Market

Under generally accepted accounting principles, repos are treated as financing transactions. Currently,
the security is recorded al market value in the broker-dealer's inventory and the corresponding liability
reflects the monies borrowed plus accrued interest. No adjustment is made to reflect any gain or loss that the
broker-dealer incurs due to the difference between the market interest rate and the repurchase agreement
interest rate. Several industry groups have recommended changing this treatment. The Securities industry
Association's Capital Committee has recommended to the Commission that:

“… it would be appropriate to impose a haircut on repo and reverse repo transactions to the extent such

transactions expose the broker-dealer to interest rate risk. 8 

Similarly, the Repurchase Agreements Task Fame of the Stockbrokerage Auditing Subcommittee of the
American Institute of Certified Public Accountants (“Task form”) has concluded:

“… an entity that follows the accounting principles established for brokers and dealers in securities should
report a term repurchase or term reverse repurchase agreement in government securities at market value in

the financial statements.” 9 

The Task Force further concluded that term repo transactions have attributes similar to proprietary trading
positions and should be reported in the financial statements in a manner similar to proprietary trading
positions, that is, by marking the agreements to market.

The Commission believes that this is an important issue which should be explored further. In addition to
whether repos and reverse-repos should be marked to the market for net capital purposes, the Commission
asks whether a separate haircut representing the market risk inherent in repurchase and reverse repurchase
agreements should be imposed. The Commission solicits the comments of broker-dealers, accounting firms
and others on this matter.

VI. Costs and Benefits

The Commission requests comment on the costs and benefits of the proposed rule amendments and the
effect of those costs and benefits on the repo market.

1. With respect to the proposed amendments to Rules 27a-3 and 17a-13 regarding accountability for
money and securities, the Commission believes that most broker-dealers are currently in compliance
with the proposed provisions, and will not incur significant additional costs if and when they are adopted.
The Commission also believes that the accountability provisions, if adopted, will facilitate the self-
regulatory organizations' and the Commission's ability to carry out their respective regulatory and oversight
responsibilities.
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Other views on the potential sources of cost and potential benefits are sought by the Commission, particularly
if commentators can include quantification of any costs and/or benefits identified.

2. Potential costs associated with the proposed amendments to Rule 15c3-3 may include legal costs to
determine the rights and liabilities of the parties involved in a hold in custody repo agreement, and the cost of
disclosing the identity of securities subject to a hold in custody repo and/or keeping that disclosure current.
The Commission understands that, while some broker-dealers currently send lists of the securities that they
are holding on behalf of their repo participants, others may not, and therefore may incur a cost because of
this required disclosure.

Comments are solicited on the potential sources of cost and the potential benefits associated with the
proposed amendments to Rule 15c3-3 The Commission also seeks quantification of any costs and/or benefits
identified.

3. The proposed amendments to Rule 15c3-1 may require a broker-dealer to take deductions in arriving at
net capital under certain circumstances and to increase its required net capital in certain situations, thereby
causing it to incur costs associated with such deductions and required increase.

The Commission believes these leverage and risk limitations will serve to protect all customers and other
persons dealing with the broker-dealer, not just the repo participants.

The Commission requests comment on the potential sources of cost and potential benefits associated with
this proposed amendment, and specifically requests quantification of any costs and/or benefits identified.

4. Finally, the Commission requests that comments be addressed to the potential sources of cost and
potential benefits of a rule requiring broker-dealers to mark repo agreements to market for net capital
purposes, and invites quantification of any costs and/or benefits identified.

VII. Summary of Initial Regulatory Flexibility Analysis

The Commission has prepared an initial Regulatory Flexibility Analysis in accordance with 5 U.S.C. 603
regarding the proposed amendments. The Analysis notes that the objective of the proposed amendments
is to further the purposes of the various financial responsibility rules which are to provide safeguards with
respect to the financial responsibility and related practices of brokers and dealers and to require broker-
dealers to maintain such records as necessary or appropriate in the public interest or for the protection
of investors. The Analysis states that the proposed amendments would subject small broker-dealers to
additional recordkeeping, disclosure, capital and accountability requirements. A copy of the Initial Regulatory
Flexibility Analysis may be obtained by contacting Michael P. Jamroz. Division of Market Regulation,
Securities and Exchange Commission, Washington. DC 20549 (202) 272-239

VIII. Statutory Authority

Pursuant to the Securities Exchange Act of 1934 and particularly sections 15(c)(3), 17 and 23 thereof, 15
U.S.C. 78o(c)(3), 78q and 78w, the Commission proposes to amend 240.15c3-1 240.15c3-3, 240.17a-3, and
240.17a-13 of Title 17 of the Code of Federal Regulations in the manner set forth below.

IX. Text of Proposed Amendments

In accordance with the foregoing, it is proposed to amend 17 CFR Part 240 as follows:

PART 240 - GENERAL RULES AND REGULATIONS SECURITIES EXCHANGE ACT OF 1934

1. The authority citation for Part 240 is amended by adding the following citations:

Authority: Sec. 23.46 Stat. 901, as amended; 15 U.S.C 78w * * *. Sections 240.15c3-1, 240.15c3-3,
240.17a-3 and 240.17a-13 are also issued under Secs. 15(c)(3) and 17(a), 15 U.S.C. 78o(c)(3) and 78q(a).
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2. By revising paragraphs (c)(2)(iv)(F)(1) and (c)(2)(iv)(F)(2) and by adding paragraphs (a)(9) and (c)(2)(iv)(H)
of 240.15c3-1 as follows:

§240.15c3-1 Net capital requirements for brokers and dealers.

(a) * * *

(9) Certain Additional Capital Requirements for Brokers or Dealers Engaging in Reverse Repurchase
Agreements. A broker or dealer that engages in reverse repurchase agreements shall maintain net capital
in addition to the amounts required under paragraphs (a) (1)-(8) or (f) of this section in an amount equal to
10 percent of the excess of the market value of securities subject to reverse repurchase agreements with
any one person over 105 percent of the contract prices for resale of the securities under reverse repurchase
agreements with that person.

* * * * *

(c) * * *

(2) * * *

(iv) * * *

(F)

(1) For purposes of this paragraph:

(i) The term “reverse repurchase agreement deficit” shall mean the excess of the contract price for resale of
the securities under a reverse repurchase agreement over the market value of those securities.

(ii) The term “repurchase agreement deficit” shall mean the excess of the market value of securities subject to
the repurchase agreement over the contract price for repurchase of the securities.

(iii) As used in paragraph (i) and (ii) or this section, the term “contract price” shall include accrued interest.

(2) In the case of a reverse repurchase agreement, the deduction shall be equal to the reverse repurchase
agreement deficit, reduced by:

(i) Any margin or other deposits hold by the broker or dealer on account of the reverse repurchase
agreement:

(ii) Any excess market value of the securities over the contract price for resale of those securities under any
other reverse repurchase agreement with the same person; and

(iii) The excess of the contract price for resale over the market value of securities subject to repurchase
agreements with the same person.

(3)(i) In the case of repurchase agreements, the deduction shall be the greatest of:

(A) The excess of the repurchase agreement deficit over 5 percent of the contract price for resale of the
securities; or

(B) The excess of the aggregate repurchase agreement deficits with any one person over 25 percent of the
broker or dealer's net capital before the application of paragraphs (c)(2)(vi) or (f)(3) of this section; or

(C) The excess of the aggregate repurchase agreement deficits over 300 percent of the broker or dealer's net
capital before the application of subparagraphs (c)(2)(vi) or (f)(3) of this section.

(ii) In determining the required deduction under subsection (F)(3)(i), the broker, or dealer may reduce a
repurchase agreement deficit by:

(A) Any margin or other deposits held by the broker or dealer on account of a reverse repurchase agreement
with the same person to the extent not otherwise used to reduce a reverse repurchase agreement deficit.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

698

http://prod.resource.cch.com/resource/scion/citation/pit/17CFR240.15c3-1/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


(B) Any excess market value of the securities over the contract price for resale of those securities under any
reverse repurchase agreement with the same person to the extent not otherwise used to reduce a reverse
repurchase agreement deficit; and

(C) The excess of the contract price over the market value of securities subject to other purchase agreements
with the same person to the extent not otherwise used to reduce reverse repurchase agreement deficit.

* * * * *

(H) Any receivable from an affiliated person of the broker or dealer (to the extent not otherwise deducted
from net worth), and the market value of any property securing a liability to an affiliate (to the extent not
otherwise deducted from net worth) in excess of the amount of such liability, unless the books and records
of the affiliate are made available for examination when requested by the representatives of the Commission
or the Examining Authority for the broker or dealer and such books and records demonstrate the validity of
the receivable or payable. The provisions of this subsection shall not apply where the affiliate is a registered
broker or dealer or bank as defined in section 3(a)(6) of the Act or insurance company as defined in section
3(a)(19) of the Act or investment company registered under the investment Company Act of 1940 or federally
insured savings and loan association.

* * * * *

3. By adding paragraph (b)(4) to 240.15c3-3 as follows:

§240.15c3-3. Customer protection-reserves and custody of securities.

* * * * *

(b) * * *

(4) A broker or dealer that has agreed to retain in custody securities that are the subjects of a repurchase
agreement with a person other than a broker or dealer shall:

(i) Disclose in writing to the contra party to the repurchase agreement:

(A) The rights and liabilities of the parties as to the monies payable under such repurchase agreement;

(B) The rights and liabilities of the parties as to the securities subject to such repurchase agreement, and

(C) That the Securities investor Protection Corporation has taken the position that the provisions of the
Securities Investor Protection Act of 1970 do not protect the contra party with respect to the repurchase
agreement.

(ii) Confirm the specific securities that are the subjects of the agreement at the time the agreement was
entered into and as often as the securities are changed.

(iii) Maintain physical possession or control of such securities. A broker or dealer shall not be required
to maintain physical possession or control during the trading day of securities subject to a repurchase
agreement with a contract price of $1,000,000 or greater. For purposes of this subparagraph, securities are
within the broker or dealer's control only if they are in the control of the broker or dealer within the meaning of
paragraphs (c)(1), (c)(5) or (c)(6) of this section.

* * * * *

4. By revising paragraphs (a)(4)(v), (a)(4)(vi), (a)(5) and (a)(8), and adding paragraph (a)(4)(vii) to 240.17a-3.

240.17a-3 Records to be Made by Certain Exchange Members, Brokers and Dealers.

(a) * * *

(4) * * *

(v) Securities failed to receive and failed to deliver;
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(vi) All long and all short securities record differences arising from the examination, count verification and
comparison pursuant to Rule 17a-13 and Rule 17a-5 hereunder (by date of examination, count, verification
and comparison showing for each security the number of long or short count differences);

(vii) Repurchase and reverse repurchase agreements.

(5) A securities record or ledger reflecting separately for each security as of the clearance dates all “long”
or “short” positions (including securities in safekeeping and securities that are the subjects of repurchase or
reverse repurchase agreements) carded by such member, broker or dealer for his account or for the account
of his customers or partners or others and showing the location of all securities long and the offsetting
position to all securities short, including long security count differences and short security count differences
classified by the date of the physical count and verification in which they were discovered, and in all cases the
name or designation of the account in which each position is carried.

* * * * *

(8) Copies of confirmations of all purchases and sales of securities including all repurchase and reverse
repurchase agreements, and copies of notices of all other debits and credits for securities, cash and other
items for the account of customers and partners of such member, broker or dealer.

* * * * *

5. By revising paragraph (b)(1), (b)(2) and (b)(3) of 240.17a-13 as follows:

240.17c-13 Quarterly security counts to be made by certain exchange members, brokers and dealers.

* * * * *

(b) * * *

(1) Physically examine and count all securities held, including securities that are the subjects of repurchase or
reverse repurchase agreements;

(2) Account for all securities in transfer, in transit, pledged, loaned, borrowed, deposited, failed to receive,
failed to deliver, subject to repurchase or reverse repurchase agreements or otherwise subject to his control
or direction but not in his physical possession by examination and comparison of the supporting detail records
with the appropriate ledger control accounts;

(3) Verify all securities in transfer, in transit, pledged, loaned, borrowed, deposited, failed to receive, failed
to deliver, subject to repurchase or reverse repurchase agreements or otherwise subject to his control or
direction but not in his physical possession, where such securities have been in said status for longer than
thirty days;

* * * * *

By the Commission.

Shirley E. Hollis,

Assistant Secretary,

September 4. 1986,

[FR Doc. 86-20719 Filed 9-12-86; 8:45 am]

BILLING CODE 8010-01-M
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Footnotes

1  The term "reverse repurchase agreement deficit" shall mean the excess of the contract price for resale of
the securities under a reverse repurchase agreement over the market value of those securities.

2  The term "repurchase agreement deficit" shall mean the excess of the market value of securities subject
to their purchase agreement over the contract price for repurchase of the securities.

3  The term "contract price" shall include accrued interest.
4  Tentative Net Capital is Net Capital plus haircuts on securities positions.
1  A "hold in custody" repurchase agreement is a repurchase agreement where the broker-dealer retains

custody of the repo participant securities.
2  See The Regulation of the Government Securities Market. Report by the Securities and Exchange

Commission to the Subcommittee on Telecommunications. Consumer Protection and Finance of the
Committee on Energy and Commerce of the U.S. House of Representatives (June 20, 1985).

3  See In re Bevill, Bresler & Schulman, Inc. No. 85-2224 (D.N.J.) (Hill v Fidelity New York F.A., Adversary
No. 85-5274).

4  The Commission specifically requests comment as to the appropriateness of the $1,000,000 level as the
cutoff points for the exception, or whether a higher or lower dollar threshold should be used.

5  Tentative net capital equals net capital plus haircuts on securities positions.
6  Currently, the Commission may only inspect the books and records of an unregistered government

securities dealer either by consent or by use of a subpoena based on possible violations of the Federal
securities laws.

7  The term "Examining Authority" is defined in Rule 15c3-1(c)(12) to mean the national securities
exchange or national securities association of which the broker-dealer is a member, or if the broker-
dealer is a member of more than one, a self-regulatory organization designated by the Commission as
having responsibility for the broker-dealer's compliance with the financial responsibility rules.

8  See Letter from Michael Minikes, Chairman of the SIA Capital Committee dated July 28, 1985 at p. 14.
9  See Conclusions on Accounting for Repurchase and Reverse Repurchase Transactions. Repurchase

Agreements Subcommittee of the American Institute of Certified Public Accountants, August 31, 1984.
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October 3, 1986

  

Market Surveillance Services

PLEASE ROUTE TO YOUR PURCHASE AND SALE DEPARTMENT, HEAD CASHIER, BOND DEPARTMENT
MANAGER AND COMPLIANCE OFFICER

 TO: ALL MEMBERS AND THE MANAGING PARTNER/CHIEF OPERATING OFFICER OF EACH MEMBER
ORGANIZATION

SUBJECT: BOND TRANSACTION “QUESTIONED TRADE” PROCEDURES

The Securities and Exchange Commission recently approved rule changes proposed by the Exchange to
codify procedures for resolving Questioned Trades in listed bonds. The rule changes will take effect starting
with transactions effected on October 20, 1986.

The procedures - spelled out in detail in new section (B) of Rule 134 (see attached) - will apply to all
transactions in listed bonds effected on the Exchange, except transactions in United States Government
bonds.

A key feature of the new procedures calls for transactions that cannot be compared within five business
days after trade date to be closed out under the provisions of Rule 283. This provision is designed to foster
the timely resolution of uncompared trades and limit market risk exposure for the members and member
organizations involved.

Any questions concerning the preparation of bond QT forms should be directed to Mr. Fred Lipinski in the
QT Control Center at (212) 656-5513. Questions concerning the rule change should be addressed to Stanley
Jacoby at (212) 656-4587 or Dan Saporito (212) 656-5097.

Agnes M. Gautier

Vice President

EXHIBIT A

ADDITIONS: UNDERSCORED

DIFFERENCES AND OMISSIONS - CLEARED TRANSACTIONS (“QT's”)

134.A

(a) When a member or member organization which is a participant in a Qualified Clearing Agency questions
a transaction executed on the Exchange in a listed stock which the Clearing Agency has reported, or failed
to report, to the member organization as a comparison item, such clearing member or member organization
shall communicate that fact by telephone to the other party to the transaction as soon as possible.

(b) If the transactions is not promptly acknowledged by both parties, every attempt should be made to
resolve the item through appropriate back office procedures or on the Trading Floor, unless the rules of such
Qualified Clearing Agency govern in the matter. If the rules of such Qualified Clearing Agency do not govern,
then the following Paragraphs c, d, and e will govern.

(c) Items not yet resolved on or after 2:00 p.m. on the second business day following the day of the
transaction will be handled through a “Questioned Trade” procedure. A firm failing to have a transaction
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compared will prepare, in triplicate, a Questioned Trade Form (QTF) which will be sent to its executing
broker along with copies of all relevant Floor reports after 2:00 p.m. on the second business day following
the transaction, if possible, but in any event prior to the opening of the Exchange on the third business day.
After receiving the Questioned Trade Form the executing broker will contact the broker with whom he traded
sometime prior to the opening on the third business day following the transaction, but not later than one hour
after the opening of business on that day.

(d) The Floor broker or brokers to whom such a transaction is reported shall investigate it immediately.

(e) The first copy (Clearing Agency copy) and the second copy of the Questioned Trade Form are to be given
to the executing broker representing the firm on the other side of the trade: the third copy is to be retained
by the broker representing the firm that has the open trade. When the executing broker on the other side is a
specialist or a $2 broker, the second copy and the Clearing Agency copy will also be given to him to pass on
to the party for whom he acted.

(1) In cases where the executing brokers agree on a transaction, the initials of a member or allied member of
the parties to the trade is affixed to the Questioned Trade Form - along with all other pertinent data - copy 3 is
retained by the firm questioning the trade; copy 2 by the firm on the other side. The Clearing Agency copy (in
all instances except a DK) will be sent directly to the Qualified Clearing Agency designated by the executing
brokers to initiate the comparison.

(2) Transactions agreed upon, either as OK or DK,shall be resolved by the initialling of the Questioned Trade
Form by all parties to the trade not later than 4:00 p.m. on the third day after the trade.

(a) Trades DK'd may be closed out by the questioning firm under the provisions of Rule 283.

(b) The initialling of the Questioned Trade Form, as a DK, will constitute the notice requirement of Rule 283.

(3) in the event a specialist or $2 broker knows a trade, but cannot yet give a name or the name he gives
up has not acknowledged the trade, the specialist (or $2 broker) shall notify a member or allied member of
the firm that gave him the order of the facts and turn over to him the second copy and the Clearing Agency
copy of the Questioned Trade Form. Such representative must give an answer by 11:00 a.m. the following
business day. If the firm for whom the specialist (or $2 broker) acted now knows the trade, the procedure
under (1), above, is followed. If that firm does not know the trade, then the specialist (or $2 broker) must have
the trade cleared for own account. The Questioned Trade Form is completed by the specialist (or $2 broker)
by inserting his clearing firm and initialling.

(f) Transactions that cannot be compared within five business days after the trade bate shall be closed out
under the provisions of Rule 283.

........................................................................................................................................Supplementary Material

.10 Orders Stored in the Opening Automated Report Service - differences and omissions with respect to
transactions involving orders stored in the Opening Automated Report Service shall be resolved pursuant to
the procedures set forth in Rule 115A.30.

134.B

(a) When a member or member organization which is a participant in a Qualified Clearing Agency questions
a transaction executed on the Exchange in a listed bond (except a United States Government Bond) which
the Clearing Agency has reported, or failed to report, to the member organization as a comparison item, such
clearing member or member organization shall communicate that fact by telephone to the other party to the
transaction as soon as possible.

(b) If the transaction is not promptly acknowledged by both parties every attempt should be made to resolve
the item through appropriate back office procedures or on the Trading Floor, unless the rules of such
Qualified Clearing Agency govern in the matter. If the rules of such Qualified Clearing Agency do not govern,
then the following Paragraphs c, d, e, f, and g will govern.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

703

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE283/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE283/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE283/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


(c) Items not yet resolved on the second business day of the transaction will be handled through a
“Questioned Trade” procedure. A firm failing to have a transaction compared will prepare a QT form, in
manner and form prescribed by the Exchange. The firm that is uncompared will retain copy 6 for its records.
The remaining copies will be sent to its executing broker prior to the opening on the third business day after
the trade.

(d) The executing broker will either OK or DK the trade and sign the form. If the executing broker does not
know the trade he will return it to the firm from which it was received. If the executing broker knows the trade,
he will keep copy 5 as a reminder to follow up on the Questioned Trade and contact the broker with whom he
traded (the contra-broker) no later than one hour after the opening on the third business day after the trade
date and give him all of the remaining copies of the QT form intact.

(e) If the contra-broker does not know the trade he will mark it as DK, sign the form and return it to the
executing broker. The executing broker has until the fifth business day after the trade date to substitute a
different name for the opposite side of the trade, or take the trade for his own account.

(f) If the contra-broker knows the trade, he will keep copy 4 as a reminder to follow up on the Questioned
Trade and contact the firm or whom he acted, giving its representative the remaining three copies (Clearing
Agency, buyer and seller copies) intact. If the firm knows the trade, the form will be signed as OK and
returned to the executing broker. The executing broker will transmit the Questioned Trade Form to a Qualified
Clearing Agency to be processed in accordance with procedures established by it.

(g) If the firm that the contra-broker represented does not know the trade, the contra-broker has until the fifth
business day after the trade date to substitute a different name for the firm that the contra-broker represented
or take the trade for own account. In either case, the contra-broker returns the three copies of the Questioned
Trade Form to the executing broke who shall process them as in Paragraph (f) above.

(1) Trades DK'd may, be closed out by the executing broker under the provisions of Rule 283.

(2) The initialling of the QT as a DK will constitute the notice requirement of Rule 283.

(h) Transactions that cannot be compared within five business days after the trade date shall be closed out
under the provisions of Rule 283.
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September 24, 1986

  

Market Surveillance Services

ROUTE TO OPERATIONS DEPARTMENT

 TO: Members and Member Organizations

SUBJECT: Audit Trail Reporting Requirements - Broker Badge Numbers

The following method of reporting both executing broker badge numbers and contra broker badge numbers
will ensure that your firm's submissions to the Comparison/Audit Trail process are valid.

Broker badge numbers are “right hand justified”: a one digit broker badge number of “7” is preceded by three
zero's and submitted as “0007”. Accordingly, the submission of the number “0077” represents a broker whose
two digit number is “77”.

On the NYSE Equity Trading Floor, executing and contra broker badge numbers do not exceed 3000.
Therefore, all broker badge numbers of 3001 and higher are invalid.

Questions regarding the Audit Trail requirements may be directed to Alden Hess at (212) 656-7336 or Dan
Saporito at (212) 656-5097.

Agnes M. Gautier

Vice President
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September 12, 1986

  

Market Surveillance Services

 To: All Members and Member Organizations

From: Market Surveillance Services

Subject: Market-At-The-Close Orders (30 Dow Jones Industrial Stocks) on September 19, 1986 (“Expiration
Friday”)

The Securities and Exchange Commission has requested that the NYSE implement, on a pilot basis, new
procedures regarding the entry of market-at-the-close orders on “expiration Friday” this September 19, 1986.

For the purpose of facilitating the publication of any significant order imbalance in one of the 30 Dow Jones
Industrial stocks (see list on reverse side), you must enter all market-at-the-close orders by 3:30 p.m. eastern
time. It should be noted that, pursuant to Rule 13, an order for execution at the close may only be entered for
execution at-the-market; “limit-at-the-close” orders are not permitted.

As soon as possible thereafter, the Exchange will publish on the tape any imbalance of market-at-the-close
orders of 10,000 shares or more that existed at 3:30 p.m. in those 30 stocks. While market-at-the-close
orders previously entered may be cancelled or reduced in size, once such publication has been made, any
new market-at-the-close orders entered will be accepted only to trade on the opposite side of the market in
relation to such published imbalance. In the event that no imbalance message is disseminated in a particular
stock, no market-at-the-close orders will be accepted after 3:30 p.m. in that issue.

Due to cancellations or reductions and entry of market-at-the-close orders to offset any published imbalance,
the imbalance of market-at-the-close orders published as of 3:30 p.m. may not reflect the imbalance which
exists at the close. These procedures relate only to the 30 stocks which comprise the Dow Jones Industrial
Average and regular procedures will apply to all other listed securities.

Any questions you have regarding this may be directed to me at (212) 656-6800 or Mr. Robert J. McSweeney
at (212) 656-6766.

Donald J. Solodar

Senior Vice President

Symbol      Stock

ALD         Allied-Signal Inc.

AA          Aluminum Co. of America

AC          American Can Co.
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AXP         American Express Company

T           American Telephone & Telegraph Co.

BS          Bethlehem Steel Corp.

CHV         Chevron Corp.

DD          E.I. duPont deNemours & Co.

EK          Eastman Kodak Co.

XON         Exxon Corp.

GE          General Electric Co.

GM          General Motors Corp.

GT          Goodyear Tire & Rubber Co.

N           INCO Limited

IBM         International Business Machines Corp.

IP          International Paper Co.

MCD         McDonald Corp.

MRK         Merck & Co., Inc.

MMM         Minnesota Mining & Manufacturing Co.
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MO          Philip Morris, Co's., Inc.

NAV         Navistar International Corp.

OI          Owens-Illinois Inc.

PG          Procter & Gamble Co.

S           Sears, Roebuck & Co.

TX          Texaco Inc.

UK          Union Carbide Corp.

UTX         United Technologies Corporation

WX          Westinghouse Electric Corp.

X           USX Corp.

Z           F.W. Woolworth Co.
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September 10, 1986

  

Market Surveillance Services

PLEASE ROUTE TO THE HEAD OF THE COMPLIANCE, TRADING, AND OPERATIONS DEPARTMENTS

 TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: AUDIT TRAIL REPORTING REQUIREMENTS

The purpose of this Information Memo is to clarify the definition of Principal (“P”) and Agent (“A”) in
connection with the audit trail reporting requirements of Exchange Rule 132.

A “Principal” transaction indicates the order is for the account of a member or member organization. An
“Agency” transaction indicates the order is for the account of a non-member or non-member organization. A
member who is handling, as agent, an order for the account of another member or member organization must
use “P” rather than

Questions regarding the audit trail requirements can be directed to Messrs. Alden Hess at (212) 656-7336 or
Daniel Saporito at (212) 656-5097.

Donald J. Solodar

Senior Vice President
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August 26, 1986

  

Enforcement and Regulatory Standards Member Firm Regulation

IMPORTANT NOTICE

 TO: Members and Member Organizations

SUBJECT: Relocation of the Member Firm Regulation and Enforcement & Regulatory Standards Divisions to
20 Broad Street

The offices and personnel of the Member Firm Regulation and Enforcement & Regulatory Standards
Divisions are relocating from the 23rd Floor at 55 Water Street to the 20th through 24th Floors at 20 Broad
Street. The move will begin at the close of business on Friday, August 29th and will be completed over the
Labor Day Weekend. In conjunction with the move, the telephone number prefix will change from 623 to 656
but all current four digit extension numbers will remain the same.

All postal and by-hand deliveries will continue to be accepted at 55 Water Street up until 5:00 p.m. on Friday,
August 29th. Thereafter, all correspondence will be received at the 22nd Floor, 20 Broad Street, New York,
N.Y. 10005. Although mail will be forwarded by the Post Office, you may wish to begin using the new address
a few days sooner, especially for out-of-town mail.

With regard to filings such as FOCUS Reports, margin extensions, Forms SS-20, 121, MF-2, R-1 etc. which
may be due at the time of the move, it is important that you mail or deliver these items to 20 Broad Street,
22nd Floor, effective Tuesday, Sept. 2 to assure timely processing.

In the case of margin extensions, they should be filed daily up until 4:00 p.m. at the new address. After 4:00
p.m., extensions should continue to be delivered to DTC on the 1st Floor at 55 Water Street. Sufficient time
should be allowed for any out-of-town mailings to reach 55 Water Street prior to the move. If you have any
questions or encounter any problems regarding margin extensions, please contact Ms. Patricia Neil on
656-5227.

Visitors to the new offices should come first to the 22nd Floor, 20 Broad Street where they will be directed by
the receptionist to the proper Floor. Messengers making pre-arranged pick-ups should also come to the 22nd
Floor, 20 Broad Street.

We do not anticipate any operational difficulties as a result of this move, but should you experience any
problem, please do not hesitate to let us know. If you need assistance in contacting a particular individual
in either division, you may call the Exchange main telephone number (656-3000) or our Reception Desk
(656-4813).

Donald N. Malawsky

Senior Vice President

Edward Kwalwasser

Senior Vice President
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August 25, 1986

  

Enforcement and Regulatory Standards

PLEASE ROUTE TO FINANCIAL, OPERATIONS, TRADING, CREDIT AND COMPLIANCE PARTNER/OFFICER

 TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: APPLICATION OF REGULATION T TO TRADES OF BROKER/DEALERS

The Exchange has received a number of inquiries regarding the, proper margin treatment for security
trades effected by a broker/dealer for the account of another broker/dealer which arrangement has been
characterized as a “facilitation account.”

The staff of the Federal Reserve Board has stated recently that under Regulation T a broker/dealer
who effects transactions through another broker/dealer is considered a customer of that broker/dealer.
Accordingly, a customer relationship exists regardless of whether the broker/dealer for whom transactions are
executed is itself a clearing and/or carrying organization.

Short security sales effected on behalf of another broker/dealer shall be recorded in a “margin” account on
the books of the broker/dealer in whose name the trade is executed and maintained in accordance with
Regulation T. In other words, the account must be designated as a customer's account and not be designated
as a “facilities management” account or any other category, such as, fail to receive, securities loan or broker
to broker account.

Member organizations are reminded it is the responsibility of the broker/dealer, in whose name a transaction
is executed, to comply with Regulation T, Exchange rules and requirements regarding the appropriate making
and maintaining of books and records in accordance with Exchange and SEC regulations.

Questions regarding the above, should be directed to Richard Nowicki (212) 623-7683 or Steven Levine (212)
623-7080. On or after September 2, 1986, these telephone numbers will be changed to (212) 656-7683 and
(212) 656-7080.

Donald N. Malawsky

Senior Vice President

Enforcement and Regulatory Standards
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August 22, 1986

  

Enforcement and Regulatory Standards

PLEASE ROUTE TO MARGIN, CASHIER, COMPLIANCE, ACCOUNT TRANSFER (412), AND DATA PROCESSING
DEPARTMENTS

 TO: MEMBER ORGANIZATIONS

ATTENTION: CHIEF OPERATIONS OFFICERS/PARTNERS

SUBJECT: DEFINITION AND TREATMENT OF “NON-TRANSFERABLE ASSETS” PURSUANT TO RULE
412, “CUSTOMER SECURITIES ACCOUNT TRANSFERS”

The Exchange has determined that inconsistent practices have arisen in connection with the definition and
treatment of “nontransferable assets,” in particular, proprietary products, pursuant to Rule 412, “Customer

Securities Account Transfers.” Under the interpretations to the rule (see Rule 412 Interpretation (b)(1)/04 1  )
a nontransferable asset is defined as an asset incapable of being transferred from the member organization
currently carrying the account (the “carrying organization”) to the member organization that will be receiving
the account (the “receiving organization”) because the asset is:

1. a proprietary product of the carrying organization, or

2. a product of a third party (e.g., mutual fund/money market fund) with which the receiving organization does
not maintain the relationship or arrangement necessary to receive/carry the asset for the customer's account.

In order to provide consistency in the handling of proprietary products of member organizations, any
proprietary product of the carrying organization shall he deemed nontransferable unless the receiving
organization has agreed to accept transfer of such a product. Carrying organizations are required to indicate
all assets in an account to be transferred that are nontransferable when submitting the required asset data
with respect to that account (see Rule 412 Interpretation (b)(1)/04) and must request specific instruction from
the customer with respect to the disposition of all such nontransferable assets (see Rule 412 Interpretation
(b)(1)/06). Any agreement between a carrying organization and a receiving organization for the receiving
organization to accept the transfer of the carrying organization's proprietary products must be in effect prior
to the submission of required asset data by the carrying organization to ensure transfer of the products in
accordance with the rule's requirements.

Member organizations must also consider margin implications with respect to nontransferable assets. If a
carrying organization is transferring a margin account that contains nontransferable assets, the organization
must retain such assets against a debit balance equal to the loan value (generally 50%) of the assets. Thus,
the remainder of the margin account must be transferred against a debit balance reduced by an amount equal
to the debit balance retained for the nontransferable assets.

Questions with respect to nontransferable assets should be directed to Rudolph Schreiber ((212) 623-5226)
or Andrew Druch ((212) 623-2744). Margin-related questions should be directed to Richard Nowicki ((212)
623-7683)

James F. Swartz, Jr.

Vice President
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Footnotes

1  The interpretations under Rule 412 are contained in Information Memo Number 86-4 (dated February 4,
1986.)
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August 15, 1986

  

Market Surveillance Services

 TO: All Members and Member Organizations

SUBJECT: Audit Trail Requirements

This is to remind all members and member organizations of your obligation to submit specific trade data for
all transactions effected on the Floor to a fully-interfaced or qualified clearing agency for audit trail purposes in
compliance with Exchange Rule 132. A copy of Rule 132 is attached.

The Exchange is vitally concerned that complete and accurate information is submitted by all members and
member organizations.

Fines have been imposed against member organizations for failure to comply with Rule 132, as provided in
Rule 476A.

If there are any questions regarding audit trail requirements, please call Mr. Alden Hess at (212) 656-7336 or
David Leibowitz at (212) 656-4588.

Attachment

Donald J. Solodar

Senior Vice President

EXHIBIT A

Additions underscored

Rule 132 Comparison and Settlement of Transactions Through A Fully-Interfaced or Qualified Clearing
Agency; Audit Trail Requirements

(a) Each party to a contract shall submit data regarding its side of the contract (“trade data”) to a Fully-
Interfaced Clearing Agency for comparison or settlement, but each party shall be free to select the Fully-
Interfaced Clearing Agency of its choice for such purpose. Where the parties to a contract do not choose
Fully-Interfaced Clearing Agencies for the comparison of such contract, they shall both submit trade data
to the same Qualified Clearing Agency for comparison pursuant to the rules of such Clearing Agency and
where such parties do not choose Fully-Interfaced Clearing Agencies for the settlement of such contract, they
shall both submit the same transaction to the same Qualified Clearing Agency for settlement pursuant to the
rules of such Clearing Agency; provided, however, that this paragraph (a) shall not apply if (i) it is otherwise
stipulated in the bid or offer, (ii) it is otherwise mutually agreed upon by both parties to the contract, or (iii)
the Fully-Interfaced or Qualified Clearing Agency selected by either party to the contract refuses to act in the
matter.

(b) Transactions which are not submitted to a Qualified Clearing Agency for comparison pursuant to the rules
of such Clearing Agency shall be compared in accordance with the Rules of the Exchange and transactions
which are not submitted to a Qualified Clearing Agency for settlement pursuant to the rules of such Clearing
Agency shall be settled in accordance with the Rules of the Exchange.

…Supplementary Material:
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Definitions

.10 Definition of a Qualified Clearing Agency - The term “Qualified Clearing Agency” shall mean a clearing
agency (as defined in the Securities Exchange Act of 1934) which (i) has been granted registration by
the Securities and Exchange Commission under said Act, (ii) maintains facilities through which Exchange
Contracts may be compared or settled, and (iii) has agreed to supply the Exchange with the trade data
specified in paragraph .30 below and with such other data reasonably requested in order to permit the
Exchange to enforce compliance by its members and member organizations with the provisions of the
Securities Exchange Act of 1934, the rules and regulations thereunder, and the Rules of the Exchange.

.20 Definition of Fully-Interfaced Clearing Agency - The term “Fully-Interfaced Clearing Agency” shall mean
a Qualified Clearing Agency which, in conjunction with the Qualified Clearing Agency selected by the contra-
party to the contract: (i) in the case of a submission for comparison, has established systems for effecting
comparison of a securities contract which permits each party to the contract to submit its trade data to the
Qualified Clearing Agency selected by it and (ii) in the case of a submission for settlement, has established
systems for the settlement of securities contracts in a manner which does not require each party to a contract
to be a participant in the same Qualified Clearing Agency.

.30 Regardless of whether or not a Fully-Interfaced or Qualified Clearing Agency is being used for the
comparison and/or settlement of a round-lot regular way contract for the purchase or sale of a security
entered into on the Exchange, each clearing member organization that is a party to such contract shall submit
to a Fully-interfaced or Qualified Clearing Agency, as defined above, in such form and within such time
periods as may be prescribed by the Clearing Agency, or the Exchange, as appropriate, each of the following
trade date elements:

(1) Name or identifying symbol of the security, as may be required by the clearing agency;

(2) Number of shares or quantity of security;

(3) Transaction price;

(4) Time the trace was executed;

(5) Executing broker badge number, or alpha symbol as may be used from time to time, in regard to its side of
the contract;

(6) Executing broker badge number, or alpha symbol as may be used from time to time, of the contra side to
the contract;

(7) Clearing firm number, or alpha symbol as may be used from time to time, in regard to its side of the
contract;

(8) Clearing firm number, or alpha symbol as may be used from time to time, in regard to the contra side of
the contract;

(9) Whether the account for which the order was executed was that of a member or member organization or
of a non-member or non-member organization;

(10) Such other information as the Exchange may from time to time require.

Each clearing member organization that is a party to a round lot non-regular way contract for the purchase
or sale of a security entered into on the Exchange shall submit each of the trade data elements referred to
above to the Exchange, in such form and within such time periods as the Exchange may prescribe.

.40 It shall be the obligation of each member effecting a transaction on the Floor, whether acting as agent for
another member or otherwise, to supply items (1) through (8) of the above-specified trade date to the clearing
member organization for his side of the transaction for submission by such clearing member organization.
The clearing member organization shall, as provided in paragraph .30 above, submit such data to a Fully-
Interfaced or Qualified Clearing Agency, or to the Exchange as prescribed above. It shall also be the duty
of each member to promptly upon effecting the transaction, notify the reporter in the Crowd, or such other
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individual as the Exchange may deem appropriate, of his broker badge number, or alpha symbol as may be
used from time to time, and any other information in regard to the contract as the Exchange may determine
from time to time.
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August 7, 1986

  

Member Firm Regulation

 TO: MEMBER AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF EXECUTIVE, FINANCIAL AND OPERATIONAL OFFICERS/PARTNERS

SUBJECT: STATUS OF DTC PREPARATION FOR SYSTEM CHANGES REQUESTED TO ALLEVIATE
POSSESSION AND CONTROL PROBLEM

In June, the NYSE Joint Industry Committee to review Rule 15c3-3 prepared a report on possession and
control problems resulting from securities borrowed but not received. The report was distributed in NYSE
Information Memo 86-24 dated June 23, 1986.

The report contained recommendations for operations changes developed with DTC that are designed to
prevent such problem deficits from occurring. At this time, we want to provide you with the following additional
information:

•DTC is currently prepared to begin issuing separate clearing account numbers to firms electing to use a
separate account for transactions in which the firm is borrowing securities to be loaned (“conduit business”).

•DTC is ready to begin discussing with firms plans for implementation of the designated segregation of
securities in their regular DTC clearing accounts. Firms planning to use this system should notify DTC as
soon as possible by contacting DTC's Charles Horstmann, Vice President at (212) 504-8811.

In its report, the Committee requested comments on the implementation of the recommended procedures on
an industry-wide basis. The initial comment period was through July 9, 1986. The Committee is continuing to
ask for comments and requests that you review the report and forward any written comments by August 29,
1986 to Mr. Maurice Minen, Managing Director, The New York Stock Exchange, 55 Water Street, New York,
New York 10004.

Raymond J. Hennessy

Vice President
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July 2, 1986

  

Enforcement and Regulatory Standards

PLEASE ROUTE TO COMPLIANCE DEPARTMENT

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF OPERATIONS OFFICERS/PARTNERS

SUBJECT: REVISED RULE 476A VIOLATIONS LIST

Attached is a revised list of rules for which the Exchange may impose fines pursuant to Rule 476A, which
sets forth procedures for an expedited disciplinary process for minor violations of such rules. (Member
organizations should refer to Information Memo 85-6 (dated March 7, 1985) for a detailed discussion of
the Rule 476A procedures.) This revision to the Rule 476A violations list adds Rule 762, “Filing of Trade
Information,” which requires options clearing members to submit specified data relating to each NYSE option
transaction for trade comparison purposes.

Any questions regarding this memo should be directed to Jack Symington ((212) 623-6534).

Donald N. Malasky

Senior Vice President

Attachment

Additions underscored

List of Exchange Rule Violations and Fines Applicable Thereto Pursuant to Rule 476A

• Rule 15(c) requirement to issue ITS pre-opening notifications Rule 15A requirement to comply with ITS
block-trade policy

• Rule 79A.30 requirement to obtain Floor official approval for trades at wide variations from last sale

• Rule 123A.40 requirement to obtain Floor Official approval for election of stop orders

• Rule 104.12 Specialist investment account rule violations

• Rule 112(d) Competitive Trader stabilization requirement violations

•Record retention rule violations (Rules 117, 121, 123, 123A.20, 410)

•Reporting rule violations (Rules 97.40, 104A.50, 107.30, 112A.10)

•Violations of Exchange policies regarding procedures to be followed in delayed opening situations

• Rule 134(c) and (e) requirement to comply with specified QT procedures and time periods

• Rule 440B short sale rule violations

• Rule 107.10 RCMM stabilization requirement violations

•Requirement to participate in the pilot program to test revisions to the Specialist Performance Evaluation
Questionnaire (“SPEQ”) and its associated processes by completing and returning “screening” and “SPEQ”
questionnaires within specified time periods

•Failure to collect and/or submit all audit trail data specified in Rule 132
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•Failure to transfer a customer securities account in accordance with the requirements of Rule 412 and the
interpretations thereunder

• Rule 762 requirements to file option trade information

Fine Amount               Individual          Member Organization

First time fined          $ 500               $1,000

\1/Second time fined      $1,000              $2,500

\1/Subsequent fines       $2,500              $5,000

\1/ Within a “rolling” 12-month period

Copyright 2019, NYSE Group, Inc. All rights reserved.
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June 23, 1986

  

Member Firm Regulation

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF EXECUTIVE, FINANCIAL AND OPERATIONAL OFFICERS/PARTNERS

SUBJECT: REPORT ON POSSESSION AND CONTROL PROBLEMS RESULTING FROM SECURITIES
BORROWED BUT NOT RECEIVED BY THE NYSE SPONSORED JOINT INDUSTRY COMMITTEE TO
REVIEW SEC RULE 15c3-3

An Exchange sponsored joint industry committee has been formed to review SEC Rule 15c3-3 in light of
industry and regulatory developments since the rule's adoption in 1973 and recommend any appropriate
changes. Attached, as Exhibit A, is a list of the Committee members.

Currently, the Committee has been addressing the problems of possession and control deficits resulting from
securities borrowed but not received which have been the subject of SEC and NYSE adverse examination
findings. (See Interpretation Memo 86-7, dated June 23, 1986 for SEC interpretations on this matter.)

The Committee's report and request for comments is attached as Exhibit B. The Committee requests that
you review the report and forward any written comments by July 9, 1986 to Mr. Maurice Minen, Managing
Director, The New York Stock Exchange, 55 Water Street, New York, New York, 10041.

Raymond J. Hennessy

Vice President

NYSE SPONSORED JOINT INDUSTRY COMMITTEE TO REVIEW RULE 15c3-3

Name                               Firm

INDUSTRY MEMBERS

Gerard P. Lynch (Co-Chairman)      Morgan Stanley & Co., Inc.

Michael Minikes (Co-Chairman)      Bear, Stearns & Co., Inc.

Jeffrey Bernstein                  Oppenheim, Appel, Dixon & Co.

Dominic A. Carone                  Merrill Lynch, Pierce, Fenner & Smith

                                   Inc.
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Daniel J. Cristofano               Ernst & Co.

Harold Friedman                    Neuberger & Berman

Mark W. Holloway                   Goldman, Sachs & Co.

Leonard Mayer                      Mayer & Schweitzer, Inc.

Richard S. Pechter                 DLJ Financial Services Group

Charles Peterson                   PaineWebber Inc.

Walter Siebecker                   Smith Barney, Harris Upham & Co.,

                                   Inc.

Walter J. Sieczkowski              Shearson Lehman Brothers Inc.

J. Philip Smith                    Lewco Securities Corp.

William J. Tierney, Jr.            Salomon Brothers Inc.

Joseph A. Vitanza                  Drexel Burnham Lambert Inc.

John A. Wing                       The Chicago Corp.

REGULATORY MEMBERS

John Pinto                         NASD

William Fishkind                   NASD
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Edward A. Kwalwasser               NYSE

Raymond J. Hennessy                NYSE

Maurice Minen                      NYSE

Exhibit B

REPORT ON POSSESSION AND CONTROL PROBLEMS RESULTING FROM SECURITIES BORROWED BUT NOT
RECEIVED BY THE NYSE SPONSORED JOINT INDUSTRY COMMITTEE TO REVIEW SEC RULE 15c3-3

Instances have been noted during SEC and NYSE examinations of possession and control deficits that were
created as a result of expected securities borrowed not being received by a broker-dealer. A deficit could
occur when fully-paid customer securities are delivered by book-entry from a clearing account at a depository
or physically instead of expected borrowed securities that were not received. Under the interpretations of the
customer protection rule (Rule 15c3-3), a broker-dealer cannot create or increase a deficit by the delivery of a
security required for possession and control.

Industry representatives have said that only a very small percentage of these securities borrowed are not
received when expected. Further, they believe that under existing operations systems and procedures,
significant inefficiencies could develop in industry's clearance and settlement systems if broker-dealers
cannot rely on expected securities borrowed.

The Committee reviewed the problems and this report outlines operations changes developed with DTC that
are designed to prevent such deficits from occurring. The Committee is further requesting comments on the
implementation of these procedures on an industry-wide basis.

The proposed operational changes include the following:

- Use of separate DTC clearing accounts for transactions in which a broker-dealer is borrowing securities to
be loaned (“conduit business”).

- Designation at DTC of segregated customer security positions when delivery requirements are greater than
available excess securities.

DTC is evaluating the timeframes for implementing the necessary systems changes. At this time, DTC
believes the changes are accomplishable over the next several months.

The Committee is recommending as a good business practice the use of daily segregated cash deposits for
such deficits in DTC deposited securities for the interim period until the systems and procedures for separate
clearing accounts and segregation of securities at DTC are implemented.

Separate Clearing Accounts

The use of a separate special clearing account at DTC for “conduit business” in which a broker-dealer is
borrowing the securities to be loaned is designed to prevent the lending of customers' fully-paid and excess
margin securities. Currently, such transactions could potentially cause a possession and control deficit if the
expected securities borrowed being relied upon are dropped in the delivery system or otherwise not received.

In practice, the deliveries of securities loaned to others would not be completed until the corresponding
securities borrowed are received. Until received, these deliveries would remain as pending items and be
recycled by DTC. If not received, the deliveries would be dropped. The system would not make deliveries
from the securities on deposit at DTC in the other clearing account of a broker-dealer.
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Segregation of Securities at DTC

Regarding all other activity in DTC deposited securities, a procedure is being developed to prevent the
inadvertent delivery of customer fully-paid and excess margin securities from the regular DTC clearing
account. DTC has developed a successful pilot of such a system that functions in the following manner:

- Broker-dealer calculates its total known delivery needs each day for DTC eligible securities. Delivery needs
include COD items, regular settlement items, open fails, and security borrow returns and security loans from
the box.

- The broker-dealer determines whether its total known delivery needs on a particular security exceeds its
excess segregation position. This is done by comparing the excess segregation from the margin calculation
program and known receives with the total known delivery needs.

- If needs exceed excess, the broker-dealer produces a CCF or PTS transmission to DTC instructing DTC to
move non-free positions in those selected securities that have the potential to violate the rules. The non-free
security positions are moved to a segregated portion of the DTC account to isolate them and prevent their
delivery in the ordinary course of business.

EXAMPLE:

                

DTC              Excess            Delivery         Segregate

Security        Position         (Deficit)         Needs            at DTC

ABC             400,000          50,000            60,000           350,000

XYZ             400,000          50,000            20,000           0

DEF             400,000          (20,000)          60,000           400,000

- Any necessary instructions to segregate securities under this system would be made before a broker-dealer
makes any DTC deliveries which may cause a violation.

- In addition to the calculated excess positions, a broker-dealer takes into consideration acknowledged items
being received in the DTC night cycle. This must be done properly so as to not create a deficit. CNS fails at
NSCC are also considered in making deliveries and require a special segregated cash deposit at NSCC for
any deficits created.

Non-DTC Deposited Securities

For securities outside the DTC environment, the Committee is considering recommending an alternate
system resolution to the SEC. This alternative would apply to physical non-depository securities including
governments and securities of regional depositories unable to implement a system comparable to the DTC
system.
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Essentially, a broker-dealer would be required to make a segregated deposit of cash or qualified government
securities for the equivalent amount of deficits created by such securities borrowed not received.

The computation of the deposit requirement would be made daily; any required deposits must be made by
10:00 a.m. the following morning. This is somewhat similar to the 10:00 a.m. Tuesday deadline for the weekly
15c3-3 computation.

The use of a moving average deposit method and a same day deposit method have also been discussed
and would need further evaluation. The same day deposit method is further complicated by the shortened
timeframes resulting from banks' business hours.

BY THE COMMITTEE
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Market Surveillance Services

 TO: All Members and Member Organizations

SUBJECT: Procedures for Handling Market At-the-Close Orders on Expiration Fridays

NYSE Rule 116.40 sets forth procedures to facilitate the handling of market at-the-close orders on so-called
“expiration Fridays” (the Fridays preceding the expiration or settlement of options or futures contracts based
on a stock index). The procedures, which may be used only on expiration Fridays, are intended to provide an
orderly means for handling market at-the-close orders.

Where there is an imbalance of shares to buy over shares to sell in market at-the-close orders, or vice
versa, the imbalance may, at the close of trading, be executed against the bid or offer on the Exchange, as
appropriate. (An imbalance of buy orders would be executed against the offer. An imbalance of sell orders
would be executed against the bid). The member may then stop the remaining buy and sell orders against
each other and pair them off at the price of the immediately preceding sale described above. The “pair off”
transaction would be printed on the tape as “stopped stock”.

Where the aggregate size of buy market at-the-close orders in a stock equals the aggregate size of sell
market at-the-close orders, they may be “stopped” against each other and paired-off at the price of the last
sale on the Exchange just prior to the close of trading in that stock on that day. The transaction should be
reported to the Consolidated Tape as “stopped stock”.

“G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity, and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-off
“at-the-close” orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing
price which are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-
the-market theoretically could have been executed at a better price (and still satisfy the “short sale” rule
in terms of a “plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be
applicable if the order was a market order to sell “long” or a market order to buy.

Early Entry of Orders

Members and member organizations are strongly urged to carefully review their procedures in entering and
using market at-the-close orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.
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Due Diligence Requirements

Before any “at-the-close” order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and proprietary
of the “at-the-close” instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep
in mind the requirements of Exchange Rule 97 regarding members trading. In addition, other applicable SEC
and New York Stock Exchange regulations should be addressed, such as SEC Rules 9a-2, 10a-1, 10b-S, as
well as the margin and capital rules.

Questions regarding this matter can be directed to John Gregoretti (212) 623-6791.

Donald J. Solodar

Senior Vice President
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June 12, 1986

  

Enforcement and Regulatory Standards

PLEASE ROUTE TO MARGIN, CASHIER, COMPLIANCE. ACCOUNT TRANSFER (412), AND DATA PROCESSING
DEPARTMENTS

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF OPERATIONS OFFICERS/PARTNERS

SUBJECT: NEW RULE 412, “CUSTOMER SECURITIES ACCOUNT TRANSFERS” - TRANSFER
INITIATION FORMS (“TIF's”)

Attached are the following:

1. Transfer Initiation Form (“TIF”) for retail account (TIF-R-6/86).

2. TIF for retirement plan account (TIF-RP-6/86).

3. “TIF Addendum” authorizing liquidation of money market fund assets contained in a retail account.

4. “TIF Addendum” authorizing liquidation of money market fund assets contained in a retirement plan
account.

Effective October 1, 1986, member organizations will be required to use either

1. the attached TIF's (TIF-R-6/86 and TIF-RP-6/86), or

2. the TIF's (retail account and retirement plan account) published in Information Memo 86-4 (dated February
4, 1986) with the appropriate attached TIF Addendum (TIF Addendum - Retail Account or TIF Addendum-
Retirement Plan Account)

to initiate customer account transfers between member organizations pursuant to Rule 412, “Customer-
Securities Account Transfers.” The TIF's included in this memo differ from those previously published in
that they provide the organization delivering the account with the specific authorization from the customer to
liquidate any nontransferable proprietary money market fund assets contained in the account, and to transfer
the resulting credit balance to the receiving organization, unless the customer instructs otherwise. The TIF
Addendums also provide such specific authority for member or organizations that would prefer using the
previously published TIF's until their current supplies of forms are exhausted. After September 30, 1986,
no other version of TIF, or TIF and TIF Addendum, will be deemed acceptable unless authorized by the
Exchange. Member organizations, however, are encouraged to use the new forms prior to that date.

Questions concerning this memo should be directed to Rudolph Schreiber ((212) 623-5226), Andrew Druch
((212) 623-2744), or Rudolph Verra ((212) 623-5235).

James F. Swartz, Jr.

Vice President

            CUSTOMER SECURITIES ACCOUNT TRANSFER INSTRUCTION

                                ____________________
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                                Date

       _________________________                        __________________________

       Receiving Organization                           Carrying Organization

       Clearing Number                                  Clearing Number

       _________________________                        __________________________

       Receiving Organization                           Carrying Organization

       Account Number                                   Account Number

       _________________________

       _________________________

       _________________________                        __________________________

       Account Title                                    Tax ID or SS Number

       To ________________________________________

          Receiving Organization Name and Address

Please receive my entire securities account from the below indicated carrying organization and remit to it the
debit balance or accept from it the credit balance in my securities account.

       To ________________________________________________________________________

          Carrying Organization Name and Address

Please transfer my entire securities account to the above indicated receiving organization, which has been
authorized by me to make payment to you of the debit balance or to receive payment of the credit balance
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in my securities account. I understand that to the extent any assets in my securities account are not readily
transferable, with or without penalties, such assets may not be transferred within the time frames required by
New York Stock Exchange Rule 412 or similar rule of the National Association of Securities Dealers or other
designated examining authority.

Unless otherwise indicated in the instruction below, I authorize you to liquidate any nontransferable
proprietary money market fund assets that are part of my securities account and transfer the resulting credit
balance to the receiving organization. I understand that you will contact me with respect to the disposition of
any other assets in my securities account that are nontransferable. If certificates or other instruments in my
securities account are in your physical possession, I instruct you to transfer them in good deliverable form,
including affixing any necessary tax waivers, to enable such receiving organization to transfer them in its
name for the purpose of sale, when and as directed by me. I further instruct you to cancel all open orders for
my securities account on your books.

I affirm that I have destroyed or returned to you any credit/debit cards and or unused checks issued to me in
connection with my securities account.

Instruction: Disposition of Money Market Fund Assets Other Than Liquidation and Transfer

                   ____________________________       __________

                   Customer's Signature               Date

                   ____________________________       __________

                   Customer's Signature               Date

                   (If Joint Account)

It is suggested that a copy of the customer's most recent account statement be attached.

Receiving Organization Contact:

Name ______________________________

Phone Number ______________________

For Broker Use Only

Mutual Fund Registration Instructions:

Registration Name ___________________________________________________________

Address ____________________________________________________________________

Tax ID Number ______________________________________________________________

Dividend and Capital Gains Option -

         Reinvest                                               []

         Dividend Cash/Capital Gains Reinvest                   []
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         All Cash                                               []

         Issue Certificate                                      []

         Deposit to New Plan                                    []

         Deposit to Existing Plan_______________________________________________

Broker Instructions (if Broker Agreement exists):

Name ____________________________________________________________________________

Address _________________________________________________________________________

RR Name __________________________________________________________________________

RR Number ________________________________________________________________________

Branch __________________________________________________________________________

[] Broker Change Only

CUSTOMER RETIREMENT PLAN SECURITIES ACCOUNT TRANSFER INSTRUCTION

                                         __________

                                         Date

         ________________________________             ______________________________

         Receiving Organization                       Carrying Organization

         Clearing Number                              Clearing Number

         ________________________________             ______________________________

         Receiving Organization                       Carrying Organization

         Account Number                               Account Number

         ________________________________             Account Type:
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         ________________________________             ( ) IRA

         ________________________________             ( ) Qualified

         Account Title

                                                      ______________________________

                                                      Tax ID or SS Number

         To:      __________________________________________________________________

                  Prior Custodian/Trustee Name, Address, and Tax ID Number

         You are the custodian/trustee for my retirement plan securities account

         (“account”)

         with   ____________________________________________________________________

                Carrying Organization Name and Address

as my broker. Please be advised that I have amended my retirement plan and have adopted a

new retirement plan with the below indicated as successor custodian/trustee

                 and ______________________________________________ as broker.

                     Receiving Organization Name and Address

Pursuant to said amendment, please transfer all assets in my account to such successor custodian/trustee. I
understand that to the extent any assets in my account are not readily transferable, with or without penalties,
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such assets may not be transferred within the time frames required by New York Stock Exchange Rule 412 or
similar rule of the National Association of Securities Dealers or other designated examining authority.

Unless otherwise indicated in the instruction below, I authorize you to liquidate any nontransferable
proprietary money market fund assets that are part of my account and transfer the resulting credit balance
to the successor custodian/trustee. I understand that if I choose a method of disposition of such assets other
than liquidation and transfer, I may become liable for the payment of taxes and penalties with respect to
such assets. I also understand that the above indicated carrying organization will contact me with respect
to the disposition of any other assets in my account that are nontransferable. I authorize you to deduct any
outstanding fees due you from the credit balance in my account. If my account does not contain a credit
balance, or if the credit balance in the account is insufficient to satisfy any outstanding fees due you, I
authorize you to liquidate the assets in my account to the extent necessary to satisfy any outstanding fees
due you. If certificates or other instruments in my account are in your physical possession, I instruct you to
transfer them in good deliverable form, including affixing any necessary tax waivers, to enable the successor
custodian/trustee to transfer them in its name for the purpose of sale, when and as directed by me. Upon
receiving a copy of this transfer instruction, the carrying organization will cancel all open orders for my
account on its books.

Instruction: Disposition of Money Market Fund Assets Other Than Liquidation and Transfer

_____________________________________________________

________________________________________________________________

                       ___________________________         ___________

                       Customer Signature                  Date

        Please be advised that_______________________________________________________

        ______________________Successor Custodian/Trusted Name, Address,

        and Tax ID Number     will accept the above captioned account as successor

        custodian/trustee. Please send all checks

        to___________________________

and non-DTC eligible items

        to___________________________________

        __________________________________________________       _______
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        Successor Custodian/Trustee Authorized Signature         Date

        _________________                  _________________

        Tax ID Number                      Date of Trust

It is suggested that a copy of the customer's most recent account statement be attached.

Receiving Organization Contact:

Name _______________________________

Phone Number _______________________

For Broker Use Only

Mutual Fund Registration Instructions:

Registration Name ______________________________________

Address ________________________________________________

Tax ID Number __________________________________________

Dividend and Capital Gains Option -

        Reinvest                                           []

        Dividend Cash/Capital Gains Reinvest               []

        All Cash                                           []

        Issue Certificate                                  []

        Deposit to New Plan                                []

        Deposit to Existing Plan___________________________________________

Broker Instructions (if Broker Agreement exists):

Name _______________________________________________________________________

Address ____________________________________________________________________

RR Name _____________________________________________________________________

RR Number ___________________________________________________________________

Branch _____________________________________________________________________

                                                   TIF Addendum - Retail Account
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                              CUSTOMER INSTRUCTION

                    DISPOSITION OF MONEY MARKET FUND ASSETS

Unless otherwise indicated in the instruction below, I authorize

        ___________________________to liquidate any nontransferable proprietary

        Carrying Organization Name

        money market fund assets that are part of my securities account and transfer the

        resulting credit balance to ____________________________________.

                                    Receiving Organization Name

Instruction: Disposition of Money Market Fund Assets Other Than Liquidation and Transfer

____________________________________________________

________________________________________________________________

                            ___________________________       ________

                            Customer's Signature              Date

                            ___________________________       ________

                            Customer's Signature              Date

                            (If Joint Account)
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                                            TIF Addendum - Retirement Plan Account

                              CUSTOMER INSTRUCTION

                    DISPOSITION OF MONEY MARKET FUND ASSETS

Unless otherwise indicated in the instruction below, I authorize

        __________________________________to liquidate any nontransferable proprietary

        Prior Custodian/Trustee Name

        money market fund assets that are part of my retirement plan securities account

        and transfer the resulting credit balance to _________________________________.

                                                     Successor Custodian/Trustee Name

        I understand that if I choose a method of disposition of such assets other than

        liquidation and transfer, I may become liable for the payment of taxes and

        penalties with respect to such assets.

Instruction: Disposition of Money Market Fund Assets Other Than Liquidation and Transfer

____________________________________________________

________________________________________________________________

                            ___________________________       ________
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                            Customer's Signature              Date

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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June 12, 1986

  

Member Firm Regulation

PLEASE ROUTE TO CHIEF FINANCIAL OFFICER/CHIEF OPERATIONS OFFICER AND COMPLIANCE
DEPARTMENT

 To: Members and Member Organizations

Subject: MARCOR INC. 6 1/2% SUBORDINATED INSTALLMENT DEBENTURES, DUE 1988 (CUSIP
566319 AA 7)

On three separate occasions, Important Notices (copies attached) concerning the subject bond were sent to
all member organizations. The notices have advised that these bonds were trading in a principal amount of
less than $1000 because of principal paydowns. These notices asked you to communicate this fact to all of
your traders and account executives. It was also anticipated that this information would be passed on to any
prospective customers so that they would understand what they were purchasing.

Further, this information should have also been passed on to your operations area so it could insure proper
disclosure on confirmations as well as monthly statements.

Based upon a number of recent customer complaints, it is apparent that this information has not been
properly communicated within your organizations. In any event, we are asking that you again distribute
the information contained herein throughout your organization so that the Exchange can be assured full
disclosure on the trading peculiarity of this bond is made known to the investing public.

Thank you again for your cooperation in this matter.

Edward A. Kwalwasser

Senior Vice President

Attachments

IMPORTANT - MEMORANDUM

To: Managing Partners or Principal Officers of Member Organizations

From: Equity Products

Date: May 9, 1986

Subject: MARCOR INC.

6 1/2% SUBORDINATED INSTALLMENT DEBENTURES, DUE 1988 CUSIP 566319 AA 7)

REMINDER

Pursuant to the Indenture, an installment of principal of 5% of the face amount of the Debentures was
payable on October 15, 1984 and on October 15, 1985 for a total of $100. Installments of 5% are also
payable in the years 1986 and 1987. This installment is payable to the person in whose name the Debentures
are registered as of the close of business on the preceding September 30.

No notation of payments will be made on certificates.
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Trading up to but not including October 15, 1986 in the 6 1/2% Debentures due 1988 of Marcor Inc. will
continue on the principal amount of $900 in lieu of $1,000 principal amount. Interest will accrue on the basis
of 6 1/2% per annum on $900 principal amount. (See notices dated November 27, 1984 and September 17,
1985.)

Member organizations are reminded that any “bid” or “asked” price for this Debenture prior to October 15,
1986 must be based on a $900 principal amount (prior to October 15, 1985 based on a $950 principal
amount). The transaction price or the published quote is the amount that is to be utilized on settlement date;
no further adjustments are to be made.

Member Organizations are requested to communicate this information over their private wire systems to all
branches and all out-of-town correspondents.

Inquiries with respect to this circular may be directed to Gary Tuttle (212) 623-5025 or William Mackay (212)
623-5024.

RICHARD A. GRASSO

Executive Vice President

Agent: Continental Illinois National Bank and Trust Company of Chicago, IL.

IMPORTANT - MEMORANDUM

To: Managing Partners or Principal Offices of Member Organizations

From: Equity Products

Date: September 17, 1985

Subject: MARCOR INC.

6 1/2% SUBORDINATED INSTALLMENT DEBENTURES, DUE 1988 (CUSIP 566319 AA 7) (MARC 88)

INSTALLMENT PAYMENT

Pursuant to the Indenture, the second installment payment of 5% (350 per $1,000) of the face amount of the
Debenture will be paid on October 15 to holders of record on September 30, 1985.

For the period October 15, 1985 through October 14, 1986 the 6 1/2% Debentures, due 1988 of Marcor Inc.
will trade on the principal amount of $900 in lieu of $950 principal amount. Interest will accrue on the basis of
6 1/2% per annum on $900 principal amount.

No notation of payments will be made on certificates.

Due - Bills representing the $50 installment payment plus the regular interest payment on $950 principal
amount must accompany Debentures delivered after September 30 and prior to October 15.

Member Organizations are requested to communicate this information over their private wire systems to all
branches and all out-of-town correspondents .

Inquiries with respect to this circular may be directed to Gary Tuttle (212) 623-5025 or William Mackay (212)
623-5024.

RICHARD A. GRASSO

Executive Vice President

Agent: Continental Illinois National Bank and Trust Company, Chicago, IL. Telephone: (312) 828-6918

IMPORTANT - MEMORANDUM

To: MANAGING PARTNERS OR PRINCIPAL OFFICERS OF MEMBER ORGANIZATIONS

From: MARKETING GROUP
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Date: November 27, 1984

Subject: MARCOR INC.

6 1/2% SUBORDINATED INSTALLMENT DEBENTURES, DUE 1988 (CUSIP 566319 AA 7)

REMINDER

Pursuant to the Indenture, an installment of principal of 5% of the face amount of the Debentures was
payable on October 15, 1984. Installments of 5% are payable in the years 1985, 1986 and 1987 to the person
in whose name the Debentures are registered as of the close of business on the preceding September 30.

No notation of payments will be made on certificates.

For the period up to but not including October 15, 1985 the 6 1/2% Debentures due 1988 of Marcor Inc. will
trade on the principal amount of $950 in lieu of $1,000 principal amount. Interest will accrue on the basis of 6
1/2% per annum on $950 principal amount.

Member Organizations are requested to communicate this information over their private wire systems to all
branches and all out-of-town correspondents.

Inquiries with respect to this circular may be directed to Gary Tuttle (212) 623-5025 or Antonio Aliberti (212)
623-5034.

RICHARD A. GRASSO

Executive Vice President

Agent: Continental Illinois National Bank and Trust Company of Chicago, IL.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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May 30, 1986

  

Market Surveillance Services

 TO: All Members and Member Organizations

SUBJECT: Percentage Orders/Summary Fines and other Enforcement Actions

This is to remind you that brokers are fully responsible for entrusting the specialist with appropriately written
orders and cancellations, and that specialists are responsible for the appropriate handling of such orders
once entrusted to them and cannot effect transactions as an agent absent such orders.

The staff will continue to periodically review, both on an announced and unannounced basis, records of
specialists and brokers to ensure strict compliance with the rules dealing with the handling of all orders,
including percentage orders. Among these rules are Rules 13 and 123A.30 which relate to the handling of
percentage orders and the record retention requirements of Exchange Rules 121, 123 and 410 (summarized
on the reverse of this memorandum).

Mishandling of percentage or other orders may result in regulatory action which includes summary fines
pursuant to Exchange Rule 476A or enforcement proceedings under Exchange Rule 476.

Any questions regarding the above may be directed to me at 623-6766 or to Mr. John Gregoretti at 623-6791.

Robert J. McSweeney

Assistant Vice President

Below are excerpts of Exchange Rules 121, 123 and 410:

Rule 121. Every specialist shall keep a legible record of all orders placed with him in the securities in which
he is registered as a specialist and of all executions, modifications and cancellations of such orders, and shall
preserve such record and all memoranda relating thereto for a period of at least three years.

Rule 123. Every member shall preserve for at least three years a record of every order originated by him on
the Floor and given to another member for execution and of every commitment or obligation to trade issued
from the Floor through ITS or any other Application of the System, and of every order originating off the Floor,
transmitted by any person other than a member or member organization, to such member on the Floor,
which record shall include the name and amount of the security, the terms of the order and the time when
such order was so given or transmitted; provided, however, that the Exchange may, upon application, grant
exemptions from the provisions of this Rule.

Rule 410.

(a) Every member or his organization shall preserve for at least three years the first two years in an easily
accessible place, a record of:

Transmitted to Floor

(1) every order transmitted directly or indirectly by such member or organization to the Floor, which
record shall include the name and amount of the security, the terms of the order, the time when it was so
transmitted, and the time at which a report of execution was received.

Carried to Floor
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(2) every order received by such member, either orally or in writing, and carried by such member to the Floor,
which record shall include the name and amount of the security, the terms of the order, the time when it was
so received and the time at which a report of execution was received.

Cancellation

(3) the time of the entry of every cancellation of an order covered by (1) and (2) above.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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May 28, 1986

  

Market Surveillance Services

 TO: All Members and Member Organizations

SUBJECT: Retention of Records

This is to remind you that Securities and Exchange Commission Rules 17a-3 and 17a-4 and various
Exchange Rules (particularly Rules 121, 123, and 410) require all members, including specialists, to keep,
for a minimum of three years, records of all orders and other related information entrusted to them, such as
modifications, cancellations and executions.

In addition, all records which are required pursuant to paragraphs 1, 2, 3 and 5 of Rule 17a-3 must be
preserved for a minimum of six years, with the first two years in an easily accessible place.

The record keeping requirements apply, for example, to market “at-the-close” orders (member firms may
utilize multiple part forms if they wish an additional copy for their records) and to percentage orders; and, in
fact, to all orders regardless of whether the member who accepts an order charges Floor broker commission;
or the order is part of an opening, closing, stopped stock or other such market situation.

Questions concerning this memorandum may be directed to Mr. John Gregoretti of this Division at (212)
623-6791.

Donald J. Solodar

Senior Vice President

Below are excerpts of Exchange Rules 121, 123 and 410:

Rule 121. Every specialist shall keep a legible record of all orders placed with him in the securities in which
he is registered as a specialist and of all executions, modifications and cancellations of such orders, and shall
preserve such record and all memoranda relating thereto for a period of at least three years.

Rule 123. Every member shall preserve for at least three years a record of every order originated by him on
the Floor and given to another member for execution and of every commitment or obligation to trade issued
from the Floor through ITS or any other Application of the System, and of every order originating off the Floor,
transmitted by any person other than a member or member organization, to such member on the Floor,
which record shall include the name and amount of the security, the terms of the order and the time when
such order was so given or transmitted; provided, however, that the Exchange may, upon application, grant
exemptions from the provisions of this Rule.

Rule 410. (a) Every member or his organization shall preserve for at least three years the first two years in an
easily accessible place, a record of:

Transmitted to Floor

(1) every order transmitted directly or indirectly by such member or organization to the Floor, which
record shall include the name and amount of the security, the terms of the order, the time when it was so
transmitted, and the time at which a report of execution was received.

Carried to Floor
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(2) every order received by such member, either orally or in writing, and carried by such member to the Floor,
which record shall include the name and amount of the security, the terms of the order, the time when it was
so received and the time at which a report of execution was received.

Cancellation

(3) the time of the entry of every cancellation of an order covered by (1) and (2) above.
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Enforcement and Regulatory Standards Member Firm Regulation

 TO: Members and Member Organizations

ATTENTION: Chief Executive/Operations Officers/managing Partners; Internal Audit/Compliance
Departments; Regional Sales and Branch Office Managers

SUBJECT: Sales Practice Supervision

INTRODUCTION

In view of the substantial number of cases involving violations of sales practice rules, the Exchange wishes to
remind members and member organizations of their responsibilities for maintaining appropriate supervision
over sales practice procedures of their sales personnel.

Consequently, member organizations should promptly review their respective systems and procedures for
supervising sales personnel to ensure continued effectiveness. Such systems and procedures should be
enhanced, consistent with the nature of the member organization's business activities, to prevent violations of
Federal securities law and the rules of the Exchange.

In matters where a member organization and/or its supervisory personnel have failed to satisfactorily
discharge their supervisory responsibilities, enforcement action may be initiated by the Exchange. Such
action could result in substantial penalties and other sanctions including imposing limitations on the scope of
business activities of the member organization.

In light of several recent decisions in Exchange disciplinary proceedings, it is both timely and instructive to
review:

1) the role of member organizations in supervising their sales personnel; and

2) the role of the Exchange in the sales practice area.

1) Role of Member Organizations in Supervising their Sales Personnel

The Exchange believes that diligent account supervision is imperative for the protection of each member
organization, its associated persons, and its clients. In this regard, the Exchange requires that supervisory
procedures be in place and expects that appropriate techniques and tools are available and used to support
such procedures, all of which should be regularly reviewed by the member organization to ensure their
effectiveness. Moreover, the duty to maintain a written statement of supervisory procedures should be
reflected in a distinct and specifically identifiable manual of such procedures whose provisions are to be
enforced by the member organization. A copy of this manual is to be kept at the principal office and at each
branch office of the member organization.

Ultimate responsibility for supervision and control rests with the member organization and its principals. While
a member organization should provide for supervisory control by designating a general partner or principal
executive officer to assume overall responsibility for supervisory and regulatory compliance, day-to-day
supervisory responsibilities may be delegated to other qualified persons. Although the branch office manager
is vitally important in the process because of his or her responsibilities in supervising personnel and accounts,
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if infractions occur the Exchange may look to a broad spectrum of people with supervisory responsibility at
the member organization.

Depending upon the structure of the member organization, its Internal Audit and/or Compliance Departments
will also play a critical role in detecting inappropriate conduct. Such conduct should be uncovered as part of
the separate system of follow-up and review required by Exchange Rule 342(b). Needless to say, satisfactory
procedures must also be in place to ensure that a member organization's directives, once issued, are
implemented. Such procedures should identify and address instances where any person in any branch or
regional office fails or refuses to adhere to directives relating to supervisory policies and procedures. In a
recent instance, the SEC imposed substantial sanctions on a member organization, in part, for failure to
comply with the foregoing (see SEA Release No. 34-22755/January 2, 1986).

2) Role of the Exchange in the Sales Practice Area

The Exchange, which has long maintained an active sales practice review program, recently consolidated its
resources for member organization sales practice examinations into a separate department. In addition, the
scope of the sales practice review used on examination visits to member organizations has been revised to
focus more heavily on those areas where member organizations and their customers are perceived to have
the greatest exposure.

The other aspect of our sales practice program - enforcement - continues to be a vigorous one. Within the last
six months, for example, over 125 decisions in Exchange disciplinary proceedings were published. Of these,
approximately two-thirds involved cases of violations of one or more sales practice rules. The most prevalent
types of misconduct involved: engaging in unauthorized trading in customer accounts; failing to adhere to
requirements of the “know your customer” Rule; misstatements to customers; churning and excessive or
otherwise unsuitable trading in customer accounts; and misappropriation from customers.

Of particular relevance are the actions taken during this period by the Exchange against four member
organizations involving in one case the imposition of a fine against the organization of $35,000. These actions
were taken, in large part, because the member organizations failed to provide for appropriate supervision and
control to assure compliance with Exchange and SEC rules and regulations as required by Exchange Rule
342(a). Furthermore, in two of these actions, the member organizations consented to a finding that they had
failed to establish, pursuant to Exchange Rule 342(b) referred to above, a separate system of follow-up and
review to assure compliance with the foregoing rules and regulations.

In a third action, the member organization was also disciplined for failing to assure compliance with Exchange
reporting and registration requirements, in particular prompt filing of Form U-5. In this regard, members
and member organizations are reminded that the discharge or termination of any registrant, together with
the reasons therefor, should be reported promptly to the Central Registration Depository on Form U-5.
Terminations “for cause” should also be filed with the Exchange's Department of Enforcement. Member
organizations which are not also members of the NASD should file all termination forms directly with the
Exchange's Qualifications Registrations Section.

Members and member organizations are also reminded of their reporting requirements pursuant to Exchange
Rule 351 pertaining to members, member organizations, allied members, registered and nonregistered
employees and approved persons. In this connection, Form RE-3 should be filed on a timely basis with the
Exchange's Department of Enforcement and should include a complete and detailed description of the nature
of the matter forming the basis of litigation or other reportable event involving the above individuals or entities
(see also NYSE Information Memo No. 86-11/March 21, 1986).

A number of other cases involving member organizations, supervision over sales practice procedures and
sales personnel are under review which may lead to further disciplinary action by the Exchange.

CONCLUSION
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It is vital that member organizations establish and maintain the fundamental systems and procedures to
satisfactorily supervise customer accounts and to review and enhance such systems. Not only is diligent
sales supervision vital to investor protection, it makes good business sense for the protection of each member
organization and its personnel.

Consequently, all appropriate steps should be taken to ensure the maintenance of that level of sales practice
supervision which is consistent with the nature of the member organization's business activities.

Sales supervision and control are discussed in more detail in the Exchange publication, Patterns of
Supervision, which was prepared with the cooperation of a special industry advisory committee. While
Patterns of Supervision does not seek to prescribe particular supervisory techniques for every member
organization, it nevertheless offers a variety of suggestions, approaches and alternatives for supervising sales
personnel in conducting activities associated with their servicing customer accounts. (For information about
obtaining copies of the publication, you may contact Mrs. E. O'Brien in the Regulatory Services Group at
(212) 623-8404.)

Joseph Bailey, Managing Director of Sales Practice Review in the Member Firm Regulation Division, is willing
and ready to answer your questions regarding this Information Memo or to discuss any other aspect of sales
practice supervision. He can be reached at (212) 623-5130.

Donald N. Malawsky                          Edward A Kwalwasser

Senior Vice President                       Senior Vice President

Enforcement and Regulatory Standards        Member Firm Regulation

Copyright 2019, NYSE Group, Inc. All rights reserved.
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May 20, 1986

  

Enforcement and Regulatory Standards

PLEASE ROUTE TO MARGIN, CASHIER, COMPLIANCE, ACCOUNT TRANSFER (412), AND DATA PROCESSING
DEPARTMENTS

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF OPERATIONS OFFICERS/PARTNERS

SUBJECT: RULE 412, “CUSTOMER SECURITIES ACCOUNT TRANSFERS”

I. FULL IMPLEMENTATION

II. ENFORCEMENT

III. CLARIFICATION OF REQUIREMENTS

The purpose of this Information Memo is to provide member organizations with an update regarding
developments concerning Rule 412, “Customer Securities Account Transfers.”

I. Full Implementation

Effective June 2, 1986, all account transfers between member organizations must be accomplished in
accordance with the requirements of Rule 412 and the interpretations thereunder (i.e., the previously
announced daily account transfer limitations on the rule's application will be eliminated as of that date).
However, transfers of options positions in an account will be exempt from the requirement of the rule that
transfers must be accomplished through an available automated customer account transfer system (see Rule

412(e) 1  ) pending the establishment of a linkage between the - National Securities Clearing Corporation
(NSCC) and the Options Clearing Corporation, although all other assets in the account will be subject to the
system use requirement.

II. Enforcement

On April 17, 1986, the Securities and Exchange Commission approved an amendment adding violations of
Rule 412, and the interpretations thereunder, to the list of rules for which the Exchange may impose fines
pursuant to Rule 476A. (See Securities Exchange Act Release No. 23104. A copy of the revised Rule 476A
list, including the fine schedule, is attached.) Rule 476A provides procedures for the imposition of fines for
minor violations of certain specified Exchange rules. Member organizations should refer to Information Memo
85-6 (dated March 7, 1985) for a detailed discussion of the Rule 476A procedures.

III. Clarification of Requirements

The Exchange has determined that the following aspects of Rule 412 and its interpretations require
clarification:

1. Automatic Liquidation of Money Market Fund Assets. In Information Memo 86-4 (dated February 4,
1986) the Exchange included copies of Transfer Initiation Forms (“TIF's”) that member organizations would
be required to use to initiate the transfer of customer accounts pursuant to new Rule 412. Unlike earlier
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versions of TIF's, the forms included in that memo did not specifically authorize the liquidation by the
carrying organization of any nontransferable proprietary money market fund assets in the account to be

transferred. Instead, pursuant to Rule 412 Interpretation (b)(1)/06, 2   such assets were to be treated as
any other nontransferable asset, i.e., the carrying organization was to contact the customer to determine
the method of disposition of the asset: liquidation, retention, or shipment. Experience with the new rule and
discussions with member organizations have resulted in the determination by the Exchange that it would be
more appropriate and expeditious (and in the best interests of customers) to require carrying organizations to
liquidate nontransferable proprietary money market fund assets absent specific contrary instruction from the
customer in the TIF. Therefore, the Exchange will shortly be issuing revised TIF's, and attachments that may
be used with the current TIF's, to provide for such treatment. Member organizations are advised to consider
this imminent revision when ordering additional copies of TIF's from their printers.

2. Valuation of Assets. Upon validation of a TIF, a carrying organization is required to place a value on all
assets in the account to be transferred except for:

1. nontransferable assets;

2. delayed delivery assets; and

3. assets in transfer to the customer.

These assets not subject to valuation requirements are clearly defined in the rule's interpretations. (See Rule
412 Interpretations (b)(1)/04 and (f)/04.) Member organizations may not deem an asset nontransferable,
subject to delayed delivery, or in transfer unless that asset clearly falls within the appropriate definition under
the rule's interpretations, or unless the Exchange has granted authority for such treatment of the asset in
response to written application from the member organization.

In addition, all asset valuations must be based on current market value or, if current market value cannot be
determined,on original cost. Arbitrary valuations of assets required to be valued are unacceptable and will be
considered a violation of the requirements of Rule 412.

3. Adequate Description of Assets. A carrying organization is required to describe all assets in an account to
be transferred to the extent necessary to permit the receiving organization to readily identify the assets. In
particular, with respect to corporate bonds and U.S. government-backed securities (e.g., “Ginnie Maes”) that
have not been assigned a CUSIP number, asset descriptions should at a minimum include:

1. maturity date;

2. interest rate;

3. dated (issue) date;

4. form (registered or bearer); and

5. user CUSIP number.

Member organizations should make efficient use (including abbreviating where possible) of the asset input
field provided by NSCC in connection with its automated customer account transfer system (“ACATS”) to
ensure adequate description of all assets in an account to be transferred.

4. “Freeze” of Account. The interpretations under Rule 412 currently provide that a member organization
must “freeze” an account to be transferred upon receipt of the TIF. (See Rule 412 Interpretation (b)(1)/02). A
number of member organizations have expressed the belief that customers should not be denied the ability to
liquidate positions in an account to be transferred prior to validation of the TIF. Since the Exchange concurs
that customers should be provided such opportunity, the freeze of the account by the carrying organization
will henceforth be required on the date of validation rather than upon receipt of the TIF.

5. Use of Mutual Fund Re-Registration Form. Member organizations are reminded that they must deem
receipt of a duly executed mutual fund re-registration form as adequate delivery for purposes of transferring
mutual fund shares pursuant to Rule 412. (See Rule 412 Interpretation (f)/05.) In addition, a receiving
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organization must complete the mutual fund re-registration instructions in all TIF's transmitted on behalf of
customers, irrespective of whether the receiving organization is certain that the account to be transferred
contains mutual fund shares. Should an account contain mutual fund shares unbeknown to the receiving
organization, the failure to complete those instructions could result in undue delays in the transfer of the
shares, since the carrying organization will not possess the necessary re-registration information, or in the
rejection of the account transfer by the carrying organization on the basis of an incomplete TIF.

6. Partial Close-Out of Fail Contracts. Member organizations are required to accept deliveries that partially
close-out a fail contract established pursuant to the requirements of Rule 412 in anticipation of a further
delivery that will completely close-out the fail contract.

7. Use of Clearing House or Fed Funds to Close-Out Fail Contracts on U. S. Government and U. S.
Government-Backed Securities. Fail contracts established on U. S. government and U. S. government-
backed securities pursuant to an account transfer initiated through ACATS should be closed-out in the
same manner as a fail contract on such securities established outside of ACATS (generally on Fed funds),
notwithstanding that the ACATS-generated fail contract will be established on clearing house funds.

Questions concerning this memo should be directed to Rudolph Schreiber ((212) 623-5226), Andrew Druch
((212) 623-2744), or Rudolph Verra ((212) 623-5235).

Donald N. Malawsky

Senior Vice President

Additions underscored

List of Exchange Rule Violations and Fines Applicable Thereto

Pursuant to Rule 476A

• Rule 15(c) requirement to issue ITS pre-opening notifications

• Rule 15A requirement to comply with ITS block-trade policy

• Rule 79A.30 requirement to obtain Floor Official approval for trades at wide variations from last sale

• Rule 123A.40 requirement to obtain Floor Official approval for election of stop orders

• Rule 104.12 Specialist investment account rule violations

• Rule 112(d) Competitive Trader stabilization requirement violations

•Record retention rule violations (Rules 117, 121, 123, 123A.20, 410)

•Reporting rule violations (Rules 97.40, 104A.50, 107.30, 112A.10)

•Violations of Exchange policies regarding procedures to be followed in delayed opening situations

• Rule 134(c) and (e) requirement to comply with specified QT procedures and time periods

• Rule 440B short sale rule violations

• Rule 107.10 RCMM stabilization requirement violations

•Requirement to participate in the pilot program to test revisions to the Specialist Performance Evaluation
Questionnaire (“SPEQ”) and its associated processes by completing and returning “screening” and “SPEQ”
questionnaires within specified time periods

•Failure to collect and/or submit all audit trail data specified in Rule 132

• Failure to transfer a customer securities account in accordance with the requirements of Rule 412 and
interpretations thereunder

Fine Amount            Individual            Member Organization
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\1/First time fined    $ 500                 $1,000

\1/Second time fined   $1,000                $2,500

\1/Subsequent fines    $2,500                $5,000

\1/ Within a “rolling” 12-month period

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  Rule 412 is contained in Information Memo 85-43 (dated November 29, 1985)
2  The Rule 412 Interpretations (as revised) are contained in Information Memo 86-4 (dated February 4,

1986).
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April 25, 1986

  

Market Surveillance Services

 TO: Members and Member Organizations

FROM: Market Surveillance Services

SUBJECT: Confirmation of G.T.C. Orders

Confirmation of G.T.C. orders in stocks in the unit of trading has been scheduled to take place on Saturday
April 26, 1986. G.T.C. orders, including single slip G.T.C. orders entered on April 24 and 25, 1986, must be
confirmed or renewed with specialists on April 26 in order to retain their status on the specialists' books. All
orders which are not confirmed or renewed will expire. The renewed orders should be dated April 28, 1986.

Please note that it is now mandatory that all firms, who confirm G.T.C. orders on the Floor, must utilize the
Exchange's automated system offered by the Securities Industry Automation Corporation (SIAC).

Specialists must be represented on the trading Floor unless specifically excused by a Floor Governor, and
specialists must take steps to insure sufficient clerical support staff to assist in the confirmation process. All
members and member organizations having G.T.C. orders on specialists' books must also be represented
on the trading Floor on Saturday, unless specifically excused by a Floor Governor and such members and
member organizations must take steps to insure that their offices are sufficiently staffed.

The facilities of the Exchange will be open to members and their employees on Saturday, April 26, 1986 from
8:00 a.m. until 5:00 p.m. Members are reminded that the usual restrictions regarding visitors on the Exchange
Floor will apply on Saturday, April 26, 1986. In addition, all employees must enter through the 11 Wall Street
entrance.

In view of the fact that certain stocks will sell ex-dividend on April 2.8, 1986, the first trade date in the next
period, the attention of all members is called to the fact that under the rules, all G.T.C. orders to buy and all
G.T.C. stop orders to sell such stocks, which are confirmed or renewed with the specialists on April 26, 1986
will be reduced by the specialists unless otherwise directed. Therefore, all commission firms are directed to
send their confirmations with the original price of the order.

In addition, if paragraph .22 of Rule 118 applies, such orders will also be increased in shares by the
specialists, unless instructed to the contrary. All orders to buy and stop orders to sell such stocks which are
entered with the specialists on April 28, 1986 will be presumed by the specialists' to have been reduced in
price and increased in shares by the members entering the orders.

Any questions regarding this matter should be directed to William Iommi (212) 623-6829.

Donald J. Solodar

Senior Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.
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April 21, 1986

  

Market Surveillance Services

 TO: All Members and Member Organizations

FROM: Market Surveillance Services

On Wednesday, April 16, 1986, The Market Performance Committee approved the application of GBTC
Specialist Group to compete as specialist in the following nine (9) stocks in which A. B. Tompane & Co.
currently acts as specialist:

Chelsea Industries

Carson Pirie Scott & Co.

The Federal Company

Gibraltar Financial Corporation

Helig-Meyers Co.

LaFarge Corp. (common and preferred)

Royal Dutch Petroleum Co.

Witco Chemical Corporation

The Market Performance Committee determined that the effective date for commencement of the competing
books should be at the opening on May 2, 1986. An Information Memo regarding systems and order routing
for these stocks will be issued shortly. In the interim, any questions in these areas may be directed to Anne
Allen (212) 623-4582. Questions regarding the Exchange's guidelines for approval of competing situations
may be directed to George Patrick (212) 623-5474.

Donald J. Solodar
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April 16, 1986

  

Market Surveillance Services

 TO: Members and Member Organizations

SUBJECT: Amendment to the Consolidated Tape Regulatory Halt Periods

The Securities and Exchange Commission recently approved an amendment to the Composite Tape
Association (CTA) Plan which was proposed by the New York Stock Exchange and approved by the CTA
participants.

Under the revised procedures, the Exchange may disseminate indications of interest as promptly as possible
after news has been fully disclosed and a regulatory halt has been terminated (“T Time”). Prior to the
amendment, indications could not be disseminated until 15 minutes from T Time had elapsed.

Consequently, the revised procedures will provide the investing public with faster access to market
information, and generally, will permit the resumption of last sale information 15 minutes after T Time.

Any questions regarding the above may be directed to me at (212) 623-4608.

Agnes M. Gautier

Vice President

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
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March 27, 1986

  

Member Firm Regulation

PLEASE ROUTE TO: CONTROLLER, CREDIT, COMPLIANCE, OPERATIONS, P&S DEPARTMENTS

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: MANAGING PARTNER/CHIEF EXECUTIVE OFFICER AND SUBSCRIBERS

SUBJECT: BRITISH TELECOMMUNICATIONS PLC (BT) AMERICAN DEPOSITORY RECEIPTS (ADRs) -
FINAL INSTALLMENT REQUIREMENTS

In view of some of the unique aspects of the final installment payment, the Exchange wishes to remind
member organizations of certain regular and special requirements and other important matters.

Payment of Final Installment

The final installment payment representing approximately 30% of the offering price will be due on April 8,
1986.

Certificates of the Second Interim ADRs together with the transmittal card and the final installment estimated
payment of U.S. $5.83 (equivalent of Four Pounds Sterling) for each Interim American Depository share
surrendered must be delivered to Morgan Guaranty Trust Company (the Depository) no later than 5:00
p.m. on April 8, 1986. The Depository will issue and deliver a final definitive ADR to the registered holder.
However, if the actual dollar amount due (based on exchange rates prevailing on April 9, 1986) is greater
than the amount paid, the Depository will not mail a final definitive ADR until the difference is paid. If the dollar
amount paid is greater than the actual amount due, the Depository will mail a refund check to the holder.

Disclosure of Customers' Liability

Customers should be reminded of the terms and conditions for trading in Second Interim and Final ADRs,
“When Issued” and due dates for payment and deliveries. Disclosure of the requirements for payment of the
final installment should be made with or accompanying the trade confirmation. See section of Information
Memo 84-30 (dated November 27, 1984), relating to Disclosure of Customers' Liability.

Failure to Pay

The customer should clearly understand that failure to pay the final installment promptly could result in the
cancellation of the holding and loss, since under the terms of the Interim Deposit Agreement and the Interim
Certificates underlying the Second Interim ADR, the most the United Kingdom Government would be required
to re-pay on cancellation would be the return of the U.S. Dollar equivalent of the first and second installments
(9 pounds sterling per Second Interim American Depository Share), less any loss (including costs) suffered by
the United Kingdom Government as a consequence of non-payment.

SEC Capital, Reserve Formula and Custody and Control of Securities Requirements

Capital Requirements (Rule 15c3-1)

Proprietary positions - Member organizations computing net capital under the basic or a alternative methods
are subject to a net capital charge equal to 15% of the sum of the market value of the Interim ADRs plus the
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estimated contractual liability (based on prevailing exchange rates) for any unpaid installment. For example,
if Interim ADRs are selling at $32, the deduction under the basic and alternative methods would be $32+
$6 (estimated cost of final installment)×.15=$5.70 per Interim ADR. Final ADRs would be subject to capital
charges stated in the Rule 15c3-1, 30% if computing under the basic method and 15% under the alternative
method.

Customers accounts will be partly secured if the debit balance plus the installment paid is greater than the
market value of the final ADRs and undermargined if the margin debit plus the installment paid is greater than
the allowable margin value of the final ADRS. (See SEC Rule 15c3-1(c)(2)(iv)(B)).

Customers' Protection - Rule 15c3-3

Reserve Formula - Ledger credits and adequately secured debits relating to customers' transactions in the
ADRs are to be included in the Reserve Formula Computation. When the definitive ADRs are traded regular
way in April 1986, ledger debits and credits relating to those ADRs must be included in the Reserve Formula
Computation.

Custody and Control of Securities Rule - The adjusted ledger debit used for the purpose of calculating - the
value of excess margin securities based on 140% should not include the liability to pay the third installment
until the definitive ADRs, as the case may be, are traded regular way.

CREDIT REGULATIONS

The payment of the final installment will be treated similarly to a subscription transaction for Regulation T and
Exchange Rule 431 purposes.

Regulation T

Subscriptions to the Final ADRs in cash accounts will require full payment of the final installment within
seven (7) business days after April 8, 1986, which is April 17, 1986. Where extenuating circumstances exist
“extensions of time” may be requested.

The Final ADRs will be listed and traded on the Exchange and are eligible for margin privileges. In margin
accounts, 50% of the final installment must be received within 7 days, the same as for cash accounts, unless
sufficient equity is already available in the account.

NYSE Rule 431

The applicable Exchange Rule 431 initial and maintenance margin requirements for customers are: 25% of
the current market value of all ADRs “long” in the account; $5 per ADR or 30% of the current - market value of
the ADR, whichever is greater, of each ADR “short” in the account selling at $5 per ADR or above. In addition,
on new transactions the Rule requires a minimum equity in margin accounts of at least $2,000, except, that
cash need not be deposited in excess of the cost of any ADR purchased.

The Exchange has determined that for margin purposes the Final ADRs are to be considered a new
transaction subject to the above existing initial and maintenance requirements.

“When-Issued” (WI)

Margin Accounts

Regulation T, Section .5(a) (“Unissued securities”), provides that a “WI” transaction in a margin account
shall for margin purposes be treated as if the security is an issued margin security. Therefore, the initial
requirements on net long or net short “WI” commitments are 50% plus any unrealized loss or less any
unrealized profit on the commitment.

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

756

http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE15c3-1/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SECRULE15c3-3/EGG-SER?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE431/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE431/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE431/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


NYSE Rule 431(d)(3)(A) also treats “WI” positions as if they are an issued security. Therefore, “WI” - positions
are subject to the regular NYSE maintenance requirements of 25% of the market value of net long positions;
$5 per share or 30% of the market value, whichever is greater, for net short positions selling at $5 per share
or above (Rule 431(b)).

Cash Accounts

Regulation T, Section .8(b) requires full cash payment for customer purchases within 7 business days of
the date any “WI” security was made available by the issuer for delivery to purchasers. For example, if the
“WI” securities become available on April 10, 1986, full payment under Regulation T would be required no
later than April 21, 1986 (if available date is April 14, 1986, then full payment is due April 23, 1986). Where
extenuating circumstances exist, extensions of time may be requested.

NYSE Rule 431(d)(3)(B) requires the same margin deposits on “WI” transactions in cash accounts as for
such transactions in a margin account (See Rule 431(d)(3)(A) requirements above). The margin maintenance
requirement shall apply to all cash accounts except for the following which are exempt under the above
referenced section of the Rule; accounts of a member organization, non-member broker or dealer, bank,
trust company, investment trust, insurance company or charitable or non-profit education institution. Member
organizations are reminded of the mark-to-market requirements of this Section of the Rule.

Questions regarding Credit Regulations should be directed to Richard Nowicki (212) 623-7683 or Steven
Levine (212) 623-7080.

Questions on capital and operations and other subjects discussed in this memorandum should be directed to
Maurice Minen (212) 623-4815.

Edward A. Kwalwasser         Donald Malawsky

Senior Vice President        Senior Vice President

Member Firm Regulation       Enforcement and Regulatory Standards
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March 27, 1986

  

Enforcement and Regulatory Services

PLEASE ROUTE TO MARGIN, CASHIER, COMPLIANCE, ACCOUNT TRANSFER (412), AND DATA PROCESSING
DEPARTMENTS

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF OPERATIONS OFFICERS/PARTNERS

SUBJECT: RULE 412, “CUSTOMER SECURITIES ACCOUNT TRANSFERS” - INCREASE IN
APPLICATION LIMITATIONS

In Information Memo 86-7 (dated February 20, 1986), the Exchange indicated that it would phase-in the
application of Rule 412 and its interpretations, with respect to the number of account transfers initiated by a
member organization in any single day, as the Exchange determined that the account transfer operational
capabilities of member organizations improved. In accordance therewith, effective April 7, 1986, member
organizations will be required to comply with the rule and its interpretations for the first forty account transfers
that a member organization as a receiving organization initiates in any single day, but in no event are more
than six of such account transfers to be directed to any other single member organization. Transfers of
accounts that contain options positions will continue to be exempt from the rule and its interpretations, and,
therefore, should not be included in these daily account transfer limitations.

Please direct any questions on this subject to Rudolph Schreiber (212-623-5226), Andrew Druch
(212-623-2744), or Rudolph Verra (212-623-5235).

James F. Swartz, Jr.

Vice President
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March 21, 1986

  

Enforcement and Regulatory Services

PLEASE ROUTE TO COMPLIANCE, REGISTRATION AND PERSONNEL DEPARTMENTS

 TO: MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: NEW YORK STOCK EXCHANGE (NYSE)/CENTRAL REGISTRATION DEPOSITORY (CRD)

Since May 6, 1985, the Exchange has been a participant in the Central Registration Depository (CRD).
During this period we have found the CRD an efficient system in the processing of registration applications
and termination notices on behalf of the Exchange. We hope that each member organization has experienced
the same degree of success when applying for NYSE registration.

In order to assist you in making the registration process even more efficient and cost effective, we are taking
this opportunity to apprise you of our experiences and update you with regard to certain matters that have
developed since last May:

•Some dual member organizations (NYSE/NASD) continue to send U-4 applications directly to the Exchange.
All such dual U-4 applications for Exchange registration(s) are to be sent directly to the CRD.

•When submitting an application to the CRD for proposed Allied Members and/or natural Approved Persons,
addendum ADG 2-5 for Allied Members and addendum ADG 2 and 3 for Approved Persons must be filed
simultaneously with the Exchange. In some cases, the addenda are being filed with the Exchange without an
application being filed with the CRD. Exchange approval will not occur in a timely manner unless the proper
procedure is being followed.

•Requests for waivers of an examination and/or training period must be submitted to the Exchange at the
same time form U-4 is sent to the CRD. A decision will not be rendered until the form U-4 is processed by the
CRD.

•Member organizations are reminded to indicate under question 10 of form U-4 that the applicant is to be
registered with the Exchange. Failure to do this has resulted in instances where applicants have taken and
passed the Series 7 examination and have not received Exchange approval through the CRD. Failure to
register can subject the firm to disciplinary action for non-compliance with Rule 345.

•Requests for a waiver of Part II of the Supervisory Analyst Examination (Series #16) are to be forwarded to
the Exchange. In order to qualify for a waiver of Part II, the applicant must present evidence of having passed
the Chartered Financial Analyst Level I Examination. Requests sent directly to the NASD will not be acted
upon.

•Individuals presently registered as General Securities Representatives that are appointed Branch Managers
are required to file page 1 of form U-4 with CRD marking the appropriate boxes under questions 10 and 11
(S-8 (BM) Branch Office Manager (NYSE)). This will permit enrollment of the applicant in the Plato System
to take the Series 8 examination. The page 1 filing is permitted only for those applicants presently registered
with the firm. Please note that each applicant must have at least three (3) years experience as a registered
representative or substantial experience in a related sales or managerial position.
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•Some member organizations continue to send fingerprint cards to the Exchange for individuals that require
registration with the Exchange and the NASD. This is an unnecessary duplication and additional expense. All
fingerprints for dually registered personnel (NYSE-NASD) should be submitted with form U-4 to the CRD only.

•The Exchange will continue to process fingerprints for non-registered personnel and personnel required to be
registered only with the Exchange.

• Forms U-5 filed with the CRD that indicate a termination “for cause,” must also be filed with the Exchange
with required attachments to the attention of the Department of Enforcement, 55 Water Street, New York,
New York 10041. The Exchange has discovered through the CRD, that certain member organizations are
failing to file this type of termination notice with the Exchange. It is essential that those member organizations
take the necessary steps to immediately correct this problem.

Reminder for NYSE only Member Organizations

•File all registration and termination forms directly with the Exchange.

•Requests for examinations and/or training waivers and fingerprint cards are to be filed with the Exchange.

•File form U-10 and $50.00 (NASD examination fee) with the CRD for those applicants requiring an
examination ($100 for Series 8 examination). The form U-10 and the fee should be forwarded at the same
time the form U-4 is filed with the Exchange.

Other Registration Matters

Branch Office Applications

Member organizations are reminded to file Branch Office Applications for proposed new branch offices,
answering all questions, with the Exchange in advance of the anticipated opening date. In accordance with
Rule 342 each office of a member organization must be supervised by an individual qualified by experience
and examination, and approved by the Exchange. Failure to submit branch office applications in advance of
the opening date causes non-approval of the supervisor and subjects the firm to violation of Rule 342.

Terminations - Rule 351 Reporting Requirements (Forms U-5 and RE-3)

Recently, a question was raised as to whether a member organization has a continuing obligation to report
to the Exchange when it discovers misconduct of a former member, allied member or registered employee
after a significant time period has elapsed since notice of termination was filed. The Exchange interprets Rule
351 as requiring member organizations to amend the termination notice (form U-5) of a registered person if
dishonest acts or other possible misconduct are uncovered after termination which acts would normally have
been reportable under Rule 351, had the acts been discovered prior to termination.

Please be reminded that Form RE-3 is to be used when reporting under Rule 351 with respect to all
employees who are continuing to work for the firm, and for non-registered persons that are terminated for
cause.

Questions concerning registration matters may be directed to Saundra Ross (212) 623-5215 or Roy Tozer
(212) 623-5204. Questions pertaining to Forms U-5 and RE-3 should be directed to Edward Hewitt (212)
623-5128.

James F. Swartz, Jr.

Vice President
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March 18, 1986

  

Market Surveillance Services

 TO: All Members and Member Organizations

SUBJECT: Procedures for Handling Market At-the-Close Orders on Expiration Fridays

The Securities and Exchange Commission has recently approved new procedures to facilitate the handling
of market at-the-close orders on so-called “expiration Fridays” (the Fridays preceding the expiration or
settlement of options or futures contracts based on a stock index). The new procedures, which may be used
only on expiration Fridays, are intended to provide an orderly means for handling market at-the-close orders
and to minimize possible market volatility.

Where there is an imbalance of shares to buy over shares to sell in market at-the-close orders, or vice
versa, the imbalance may, at the close of trading, be executed against the bid or offer on the Exchange, as
appropriate. (An imbalance of buy orders would be executed against the offer. An imbalance of sell orders
would be executed against the bid). The member may then stop the remaining buy and sell orders against
each other and pair them off at the price of the immediately preceding sale described above. The “pair off”
transaction would be printed on the tape as “stopped stock”.

Where the aggregate size of buy market at-the-close orders in a stock equals the aggregate size of sell
market at-the-close orders, they may be stopped against each other and paired-off at the price of the last sale
on the Exchange just prior to the close of trading in that stock on that day. The transaction should be reported
to the Consolidated Tape as “stopped stock”.

“G” Orders

Proprietary orders represented pursuant to Section 11(a)(1)(G) of the Securities and Exchange Act of 1934
(i.e., “G” orders) must, as you know, be announced as such and yield priority, parity and precedence to any
order which is for the account of a person who is not a member, member organization or an associated
person thereof (see Exchange Rule 90).

Market orders to sell “short” at-the-close represented as “G” orders must yield priority, parity, and precedence
to limit orders not represented pursuant to Section 11(a)(1)(G) of the Act. For example, in executing paired-off
“at-the-close” orders, a “G” order to sell “short” at-the-market would yield to sell orders limited at the closing
price which are not represented as “G” orders. This will be the policy even if the “G” order to sell “short” at-
the-market theoretically could have been executed at a better price (and still satisfy the “short sale” rule
in terms of a “plus” or “zero plus” tick) had there not been a pair-off on the transaction. This would not be
applicable if the market order was to sell “long”.

Early Entry of Orders

Members and member organizations are strongly urged to carefully review their procedures in entering and
using market at-the-close orders.

In this regard, if using such orders, you should enter them as early in the day as feasible. This will provide an
opportunity for Floor brokers and/or specialists to better ascertain possible order imbalances that might exist
at the close. Consequently, efforts can be more easily made to contact potential buying (selling) interests
which could offset any such possible imbalance.
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Due Diligence Requirements

Before any “at-the-close” order is transmitted to the Floor, the member organization accepting the order must
exercise due diligence to learn the essential facts relative to the order, including the purpose and proprietary
of the “at-the-close” instruction. In addition, an imbalance of orders at or near the close, caused in part by
the entry of such orders, could lead to trading being halted in the security and such orders not receiving an
execution.

Firms engaging in arbitrage or hedging activities, as well as firms involved in block positioning, should keep
in mind the requirements of Exchange Rule 97 regarding members trading. In addition, other applicable SEC
and New York Stock Exchange regulations should be addressed, such as SEC Rules 9a-2, 10a-1, 10b-5, as
well as the margin and capital rules.

Questions regarding this matter can be directed to John Gregoretti (212) 623-6791.

Donald J. Solodar

Senior Vice President
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Market Surveillance Services

 TO: Members and Member Organizations

SUBJECT: Questioned Trades (QTs)

The procedures for resolving uncompared trades are an integral part of the entire trading process. As such,
the same degree of integrity that enables members to trade with each other with confidence must be a
characteristic of the comparison process. Therefore, due diligence must be exercised in the processing of
Questioned Trades (QTs).

The Market Surveillance Services Division will continue to carefully review stocks in which QT procedures
may not be properly complied with and will request from members and member organizations the appropriate
documentation to support their handling of Questioned Trades.

Any member or member organization that violates Rule 134 or demonstrates a continued failure to comply
with Rule 134, or issues, or otherwise handles QTs for an inappropriate purpose, will be subject to a
disciplinary proceeding or other disciplinary action such as a fine pursuant to Rule 476A.

Past disciplinary actions taken by Exchange Hearing Panels with regard to improper activity of this type have
included suspension and/or a permanent bar from membership, allied membership, or employment with any
member or member organization.

Any questions relating to the QT Rules should be directed to Mr. Daniel Saporito on (212) 623-5097.

Questions relating to QT operating procedures should be directed to Mr. Fred Lipinski on (212) 623-5513.

Donald J. Solodar

Senior Vice President
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March 3, 1986

  

Market Surveillance Services

 TO: All Members and the Managing Partner/Chief Operating Officer of Each Member Organization

SUBJECT: Test of Additional Non-Regular Way Settlement Periods

NOTE: Please route to the heads of your Trading and Operations Departments

On April 30, 1985, the Exchange commenced a six-month pilot program to test the feasibility of modifying
Exchange rules and policies to permit trades to be effected on the Floor for “next day” settlement (T+1).

Originally scheduled to expire in october 1985, the “next day” settlement pilot has been extended indefinitely
pending SEC approval of formal amendments to Exchange Rule 64 to make this feature a permanent part of
the rule.

Effective Wednesday, March 5, 1986, members will be permitted to effect trades on the Floor for settlement
on T+2, T+3, and T+4. These settlement terms have not been tested to date, and because of interest in such
settlement terms expressed to the Exchange by the membership, it is appropriate to commence a pilot at
this time. Trading will be closely monitored during the pilot, and should problems of a significant nature arise
which impact the regular auction market, the pilot will be discontinued.

Modifications have been made to the MDS and CMS to accommodate T+2, T+3, and T+4 trades and orders,
and such trades will be published on the tape as Seller's 2, 3 and 4 respectively.

MEMBERS SHOULD NOTE THAT WHEN MADE WITHOUT STATED SPECIAL CONDITIONS (SUCH AS
NEXT DAY SETTLEMENT OR SELLER'S 2, 3 AND 4) BIDS AND OFFERS ARE CONSIDERED TO BE ON
A REGULAR WAY BASIS. ALSO, BIDS, OFFERS AND TRANSACTIONS WITH SPECIAL CONDITIONS
ARE CONSIDERED SEPARATE AND APART FROM THE REGULAR WAY MARKET.

Floor members are reminded that non-regular way trades require the approval of a Floor Official, that the
details of such trades must be reported to Floor supervisory personnel, and that audit trail requirements and
procedures apply to such trades. (See Information Memos of November 12, 1985 and February 18, 1986.)
Questions on the settlement periods may be directed to Brian McNamara at 623-7086. Questions concerning
the audit trail requirements may be directed to Alden Hess at 623-7336.

Donald J. Solodar

Senior Vice President
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February 20, 1986

  

Enforcement and Regulatory Services

PLEASE ROUTE TO MARGIN, CASHIER, COMPLIANCE ACCOUNT TRANSFER (412), AND DATA PROCESSING
DEPARTMENTS

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF OPERATIONS OFFICERS/PARTNERS

SUBJECT: NEW RULE 412, “CUSTOMER SECURITIES ACCOUNT TRANSFERS”

In Information Memos 85-43 (dated November 29, 1985) and 86-4 (dated February 4, 1986), the Exchange
announced, respectively, the approval by the Securities and Exchange Commission of new Rule 412,
“Customer Securities Account Transfers,” and related interpretations, and the proposal by the Exchange of
new and revised interpretations under the new rule.

New Rule 412 and its interpretations, as revised, are to become effective February 24, 1986. The Exchange,
however, has determined that additional time is required to address certain operational difficulties that have
arisen in connection with the full implementation of the new account transfer procedures. The Exchange,
therefore, has decided to phase-in full implementation of the rule and interpretations by adopting the following
temporary exceptions from the requirements of Rule 412 and its interpretations:

1. Commencing February 24, 1986, member organizations will be required to comply with the rule and its
interpretations for the first fifteen account transfers that a member organization (receiving organization)
initiates in any single day, but in no event are more than three of such account transfers to be directed to any
other individual member organization. A receiving organization initiating more than fifteen account transfers,
or more than three account transfers to another individual member organization, in any single day, would
not be subject to the requirements of the rule and its interpretations with respect to those excess account
transfers, although member organizations are expected to transfer those excess accounts promptly. These
limitations on the application of the rule and its interpretations will be raised incrementally as the Exchange
determines that the appropriate operational capabilities of member organizations have been implemented
in accordance with the new account transfer requirements. Effective March 17, 1986, the limitations will
be increased to the first twenty account transfers initiated by a member organization in any single day with
no more than four of such account transfers to be directed to any other individual member organization.
The Exchange will publicize future changes in the limitations prior to their becoming effective. The account
transfer limitations will be raised in a manner so that the rule and its interpretations will apply to all account
transfers between member organizations by June 1, 1986.

2. New Rule 412 requires that customer account transfers between member organizations that are both
participants in a registered clearing agency having automated customer account transfer capabilities must
be effected through that agency. (See Rule 412(e).) The National Securities Clearing Corporation (NSCC)
has developed a system with such capabilities, designated ACATS. Since NSCC and the Options Clearing
Corporation (OCC) do not currently have a linkage that would facilitate the simultaneous transfer of options
positions and the underlying securities in a customer's account, transfers of customer accounts that contain
options positions will be exempt from the rule and its interpretations. Transfers of accounts containing options
positions should, therefore, not be included in the daily transfer limitations discussed above. The Exchange
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will notify member organizations immediately upon the establishment of such a linkage between NSCC and
OCC to allow for the efficient transfer of accounts containing options positions through ACATS.

Questions concerning Rule 412 and the interpretations thereunder may be directed to Rudolph Schreiber
(212-623-5226) or Andrew Druch (212-623-2744).

James E. Swartz, Jr.

Vice President
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February 18, 1986

  

Market Surveillance Services

 TO: All Specialists and Specialist Organizations

SUBJECT: Submission of Form 81 Information in Automated Format

Specialists and Specialist Organizations are reminded that effective March 3, 1986 the reporting of
proprietary trading as required in specially stocks, and options to hedge specialty stock positions - Forms 81
and 81-0 - must be submitted in the automated format prescribed by the Exchange.

The March 3, 1986 commencement of the program was previously announced in an Information Memo
(reprinted on the reverse side) to all specialists and specialist organizations dated December 30, 1985.

If you have any questions contact Mr. Alden Hess (212) 623-7336 or Mr. Rick Kaplin (212) 623-6755.

Donald J. Solodar

Senior Vice President

December 30, 1985

TO: All Specialists and Specialist Organizations

SUBJECT: Submission of Form 81 Information in Automated Format

Specialists and Specialist Organizations have been previously alerted in memos dated June 3, September
11 and October 22, 1985 that the submission of Forms 81 and 81-0 information must be in the automated
format prescribed by the Exchange. The October 22, 1985 memorandum and package of materials described
in detail the prescribed automated format and Exchange and SIAC staff have been meeting with Specialists
and Specialist Organizations over the past few months in preparation for the commencement of the program.

The Board of Directors has adopted several rules changes codifying this requirement and the Securities and
Exchange Commission has recently approved those changes.

Therefore, effective March 3, 1986 the reporting of proprietary trading as required in specialty stocks, and
options to hedge specialty stock positions - Forms 81 and 81-0 - must be submitted in the automated format
prescribed by the Exchange.

The frequency of reporting as currently required by the Exchange will not change at this time. At present,
Form 81 information must be submitted in the following circumstances: the randomly selected eight weekly
spot-check periods each year for each specialty stock; daily reports whenever options transactions are used
to hedge specialty stock positions (Forms 81 and 81-0, as required by Exchange Rule 105); periodic requests
for Forms 81 to aid in the review of questionable trading sequences (Rule 104.10); for newly listed securities,
the initial sixty-day study period; daily during the month of your fiscal year-end for LIFO surveillance purposes
(Rule 104.14); daily reports for firm or personal investment accounts with short positions of 500 shares or
more (Rule 104.12 and 104.13); and periodically as needed as part of our routine surveillance of Special
Offerings, EXchange Distributions, and Secondary Distributions. The change in procedures does not
essentially contain new requirements as to the type of information to be submitted or the frequency of
reporting but rather alters the manner in which the information is to be submitted.
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Questions, or requests for additional information, should be directed to Mr. Alden Hess (212) 623-7336 or Mr.
Rick Kaplin (212) 623-6755.

Donald J. Solodar

Senior Vice President
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February 12, 1986

  

Enforcement and Regulatory Standards

PLEASE ROUTE TO ALL TRAINING DIRECTORS, COMPLIANCE OFFICERS AND BRANCH OFFICE MANAGERS

 To: Members and Member Organizations

Subject: Introduction of the Revised General Securities Registered Representative Examination (Test Series
7)

The Exchange wishes to announce that it has completed the revision and updating of the General Securities
Registered Representatives Examination (Test Series 7), which was begun in 1984. The Exchange gratefully
acknowledges the assistance it has received in this effort from other SROs and from the various industry
members who participated on Exchange committees involved in each stage of the exam's development. The
Exchange anticipates that it will administer the first form of the revised Series 7 Exam in June, 1986.

The exam will remain a six-hour, 250 4-option multiple-choice question, paper-and-pencil test. Its primary
measurement purpose remains unchanged (i.e., to determine whether candidates are capable of functioning
as entry-level securities representatives at an acceptable level of competency). For this reason, there will be
no change in the difficulty level of the exam.

The revised Series 7 Exam will differ from the current exam as follows:

1. Coverage of new subject areas, i.e., new products, services, rules and regulations.

2. Reallocation of the number of questions in the various subject areas measured in the exam to more
accurately reflect the relative importance currently attached to each area.

3. The addition of questions that measure securities-related knowledge, skills and abilities at cognitive levels
of more depth than recall (i.e., more application, evaluative and analytical questions).

The Exchange intends to continue its work with the other SROs and Exchange committees to ensure that the
exam remains current on an ongoing basis.

In order to provide member organizations with information about the revised Series 7 Exam to allow them to
update their training materials and courses, the following initiatives have been undertaken:

1. Publication of a New Series 7 Study Outline

A new study outline has been developed and will be available (order form attached) for purchase from the
Exchange in early March, 1986 for $7.50 per copy. It contains a completely new, job-related presentation of
all subject areas covered in the revised exam and the irrespective weightings, a comprehensive introduction,
a series of model questions and answers with explanations of the different types of questions, and information
on score reporting. A select bibliography is also provided. The revised study outline should prove very useful
to both candidates and trainers alike.

2. Regional Seminars to Introduce the Revised Series 7 Exam

Five seminars will be held during March, 1986 in various financial centers throughout the country. (See
attached schedule and reservation form.) These seminars are intended to provide opportunities for those
involved in training candidates for the Series 7 Exam to obtain answers to any questions they may have
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concerning the revision. Attendees will also be afforded the opportunity to become acquainted with and
question those personnel from the SROs and Exchange examinations committees who are responsible for
ongoing examination development. It is hoped that the seminars will provide a better understanding of both
the nature and purposes of the examination.

James F. Swartz, Jr.

Vice President

Seminar Schedule

         City                       Location                                   Date

         Chicago                    Chicago Board Options Exchange             March 18,
 1986

                                    La Salle at Van Buren                      2:00 p.m.

                                    Auditorium - 4th Floor

         San Francisco              Stock Exchange Club                        March 21,
 1986

                                    155 Sansome Street                         2:30 p.m.

                                    11th Floor

         Dallas                     Dean Witter Reynolds                       March 25,
 1986

                                    500 North Akard                            2:00 p.m.

                                    Suite 2300

         New York                   New York Stock Exchange                    March 27,
 1986

                                    11 Wall Street                             2:00 p.m.
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                                    Board Room - 6th Floor

Those interested in purchasing the revised Series 7 Exam study outline and/or attending any of the seminars
should complete and return the attached form as soon as possible.

               Mail to:  New York Stock Exchange

                         Testing Section

                         55 Water Street

                         23rd Floor

                         New York, New York 10041

         Name ____________________________________

         Title ___________________________________

         Firm ____________________________________

         Bus.

         Address    ________________________________________

                    ________________________________________

         I wish to attend the seminar in  []  Chicago

                                          []  Dallas

                                          []  New York

                                          []  San Francisco
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I will bring _____ guests.

         Please respond by March 10, 1986.

         I wish to order _____ copies of the Revised Series 7 Exam Study Outline at

                         $7.50 per copy. Shipping and handling charges are 60 cts for

                         each copy ordered.

NYSE member organizations will be billed directly. Non-NYSE members should enclose a
 check

or postal order for the total amount made payable to the New York Stock Exchange.

         New York State residents, please include .0825% sales tax on price of booklets

         only.
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February 4, 1986

  

Enforcement and Regulatory Standards

PLEASE ROUTE TO MARGIN, CASHIER, COMPLIANCE, ACCOUNT TRANSFER (412), AND DATA PROCESSING
DEPARTMENTS

 TO: MEMBERS AND MEMBER ORGANIZATIONS

ATTENTION: CHIEF OPERATIONS OFFICERS/PARTNERS

SUBJECT: REVISED INTERPRETATIONS UNDER RULE 412, “CUSTOMER SECURITIES ACCOUNT
TRANSFERS”

Information Memo 85-43 (dated November 29, 1985) announced approval by the Securities and Exchange
Commission of new Rule 412, “Customer Securities Account Transfers,” and related explanatory and
exemptive interpretations for February 24, 1986 effectiveness.

The Exchange has recently filed with the Commission certain new and revised interpretations under Rule
412. It is expected that the Commission will be approving these revisions shortly. These interpretive changes
were proposed by the Exchange to further explain and detail the rule's application and operation and
will become effective February 24, 1986 simultaneously with new Rule 412 and the previously published
interpretations thereunder. (It should be noted that certain of the newly approved interpretations alter and
thereby supersede the previously published interpretations.)

A copy of the revised interpretations under Rule 412 is attached. The following highlights the substantive
changes that have been made to the interpretations as previously published:

1. Member organizations will be required to develop written procedures for customer account transfers that
ensure implementation of and compliance with the requirements of the rule. (Rule 412 Interpretation (a)/02)

2. A carrying organization will be required to contact the customer in writing prior to or at the time of validation
of the transfer instruction to request specific instructions with respect to the disposition of non-transferrable

assets 1   in the customer's account. Such non-transferrable assets will be required to be either liquidated,
retained by the carrying organization for the customer, or shipped, physically and directly, in the customer's
name to the customer, in accordance with the customer's instructions. (Rule 412 Interpretations (b)(1)/06 and
(f)/02)

3. With respect to retirement plan accounts, the customer will be required to authorize the custodian/trustee
for the account to deduct outstanding fees due the custodian/trustee from the credit balance in the account,
or if the account does not contain a credit balance or if the credit balance is insufficient to satisfy such
outstanding fees, to liquidate assets in the account to the extent necessary to satisfy those fees. If liquidation
of assets in the account is not practicable, such fees will have to be transferred to and accepted by the
receiving organization as a debit item with the account. (Rule 412 Interpretation (b)(1)/01)

4. Upon receipt of a transfer instruction, a carrying organization will be required to “freeze” all activities in the
account to be transferred, e.g., cancel all open orders. (Rule 412 Interpretation (b)(1)/02)

5. Fail to deliver contracts will not have to be established on non-transferrable assets and assets in transfer
to the customer, i.e., in possession of the transfer agent at the time of receipt of the transfer instruction by the
carrying organization for shipment, physically and directly, to the customer. (Rule 412 Interpretation (f)/03)
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6. Member organizations will be able to agree to close out fail contracts established pursuant to the rule
through the delivery of securities that are substantially comparable to those owed. (Rule 412 Interpretation
(c)/02)

7. A receiving organization will be required to deem receipt of a duly executed limited partnership change of
trustee form with respect to limited partnership interests or a mutual fund re-registration form with respect to
Mutual fund shares as adequate delivery for purposes of transferring such assets pursuant to the rule. (Rule
412 Interpretation (f)/05)

Several technical, generally nonsubstantive, and clarifying revisions of the interpretations ‘have also been
made. Also attached are copies of “Transfer Initiation Forms” (one for transfers of standard customer
accounts and one for transfers of customer retirement plan accounts), which are required to initiate an
account transfer pursuant to Rule 412, and limited partnership change of trustee and mutual fund re-
registration forms, which are to be used in connection with the transfer, respectively, of limited partnership
interests and mutual fund shares. Since the Exchange will not be printing or distributing these forms, member
organizations must produce these forms themselves. Forms that differ substantively, in contents or structure,
from those attached must receive Exchange approval prior to use.

Questions relating to Rule 412 and its interpretations should be directed to Rudolph Schreiber (212) 623-5226
or Andrew Druch (212) 623-2744.

James F. Swartz, Jr.

Vice President

Rule 412 Interpretations

Changes from interpretations as previously published:

Additions underscored

Deletions [bracketed]

Rule 412 CUSTOMER SECURITIES ACCOUNT TRANSFERS

(a) RESPONSIBILITY TO EXPEDITE AND COORDINATE TRANSFER OF ACCOUNT UPON CUSTOMER'S
REQUEST

/01 Rule Inapplicable to Partial Transfers

Rule 412 is applicable only when a customer intends to transfer his or her entire securities account from
one member organization to another. If a customer desires to transfer a portion of his or her account, an
authorized letter should be transmitted to the carrying organization indicating such intent and specifying
the portion of the account to be transferred. Although such transfers are not subject to Rule 412, member
organizations are expected to expedite authorized partial transfers of customer securities accounts and
coordinate their activities with respect thereto.

/02 Written Procedures Required

Member organizations must develop written Procedures for customer securities account transfers that ensure
implementation of and compliance with the requirements of Rule 412.’

(b) TRANSFER PROCEDURES

(1) TRANSFER INSTRUCTIONS

/ 01 [02] Conditions of Transfer

Account transfers accomplished pursuant to Rule 412 are subject to certain [the following] conditions. [which]
The customer must be informed of , affirm, or [and] authorize (as the case may be) the following conditions
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through their inclusion in the transfer instruction form the customer [he or she] is required to complete and
sign to initiate the account transfer:

1. The customer must be informed that to the extent any assets [or instruments] in the account are not readily
transferable, with or without penalties, such assets [or instruments] may not, be transferred within the time
frames required by Rule 412.

2. The customer must be informed that he or she will be notified in writing by the carrying organization to
determine what disposition he or she wishes to make with respect to those assets (if any) in the account that
are nontransferable,

3. The customer must affirm that he or she has destroyed or returned to the carrying organization any
credit/debit cards and/or unused checks issued in connection with an account other than a retirement Plan
securities account,

4. The customer must authorize the custodian/trustee for a retirement Plan securities account

a. to deduct any outstanding fees due the custodian/trustee from the credit balance in the account, or

b. to liquidate assets in the account to the extent necessary to satisfy any outstanding fees due the custodian/
trustee, if the account does not contain a credit balance or if the credit balance in the account is insufficient to
satisfy any outstanding fees due the custodian/trustee.

[2. The customer authorizes the carrying organization to liquidate any nontransferable proprietary money
market/mutual fund and transfer the resulting credit balance to the receiving organization, unless another
manner of disposition of fund proceeds is indicated by the customer on the transfer instruction.]

/02 Receipt of Transfer Instruction (Carrying Organization)

Upon receipt of a transfer instruction, a carrying organization must “freeze” the account to be transferred, i.e.,
all oven orders must be cancelled and no new orders may be taken,

/ 03 [01] Exceptions to Transfer Instruction[s] (Carrying Organization)

A carrying organization may not take exception to a transfer instruction, and therefore deny validation of
the transfer instruction, because of a dispute over securities positions or the money balance in the account
to be transferred. Such alleged discrepancies notwithstanding, the carrying organization must transfer the
securities positions and/or money balance reflected on its books for the account.

A carrying organization may take exception to a transfer instruction only if:

1. it has no record of the account on its books;

2. the transfer instruction is incomplete; or

3. the transfer instruction contains an improper signature. [;or]

[4. the account is a cash management/financial service account and the customer has not returned, or
provided an affidavit attesting to the loss or destruction of, credit/debit cards and/or unused checks issued in
connection wih the account.)

/ 04 [03] Validation of Transfer Instruction - Valuation of Assets (Carrying Organization)

Upon validation of a transfer instruction, the carrying organization must return the transfer instruction to the
receiving organization with an attachment indicating all securities positions , any safekeeping positions, and
any money balance in the account as shown on the books of the carrying organization. Except as hereinafter
provided, the attachment must include a then current market value for all assets in the account. If a then
current market value for an asset can not be determined, e.g., a limited partnership interest, the asset must
be valued at original cost. However, delayed delivery assets (see (f)/04 below), nontransferable assets, and
assets in transfer to the customer. i.e., in Possession of the transfer agent at the time of receipt of the transfer
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instruction by the carrying organization for shipment, physically and directly, to the customer, need not be
valued, although the “delayed delivery,” “nontransferable,” or “in transfer” status, respectively, of such assets
must be indicated on the attachment.

For Purposes of this rule, a “safekeeping position” shall mean any security held by a carrying organization in
the name of the customer, including securities that are unendorsed or have a stock/bond Power attached.

For purposes of this rule, a “nontransferable asset” shall mean an asset that is incapable of being transferred
from the carrying organization to the receiving organization because it is

1. an asset that is a proprietary Product of the carrying organization, or

2. an asset that is a product of a third Party (e.g., mutual fund/money market fund) with which the receiving
organization does not maintain the relationship or arrangement necessary to receive/carry the asset for the
customer's account.

/05 Validation of Transfer Instruction Regulation T Cells (Carrying Organization)

Upon validation of a transfer instruction, the carrying organization must indicate on the instruction or by
attachment any Regulation T calls outstanding as of the date of validation with respect to the account to be
transferred.

/06 Validation of Transfer Instruction - Nontransferable Assets (Carrying Organization)

If an account to be transferred includes any nontransferable assets (as defined in (b)(1)/04 above),
the carrying organization must request, in writing and Prior to or at the time of validation of the transfer
instruction, further instructions from the customer with respect to the disposition of such assets. In
Particular, such request must Provide the customer with the following alternative methods of disposition for
nontransferable assets:

1. Liquidation, with a specific indication of any redemption or other liquidation-related fees that may result
from such liquidation and that those fees may be deducted from the money balance due the customer.

2. Retention by the carrying organization for the customer's benefit.

3. Ship, Physically and directly, in the customer's name to the customer.

/07 Asset Input - Municipal Securities (Carrying Organization)

A carrying organization must Provide the following description, at a minimum, as asset data with respect to
any municipal securities that have not been assigned a CUSIP number in an account it is to transfer:

1. name of the issuer;

2. interest rate;

3. maturity date and if the securities are limited tax, subject to redemption Prior to maturity (callable), or
revenue bonds, an indication to such effect, including in the case of revenue bonds the type of revenue. if
necessary for a materially complete description of the securities; and

4. if necessary for a materially complete description of the securities, the name of any company or other
person in addition to the issuer obligated, directly or indirectly. with respect to debt service, or if there is more
than one such obligor, the statement “multiple obligors” may be shown.

/08 Rejection of Account Transfer (Receiving Organization)'

After validation of the transfer instruction by the carrying organization, a receiving organization may reject
an account transfer only if the account is not in compliance with the receiving organization's credit policies
or minimum asset requirements. (A receiving organization may deem an account that is not in compliance
with Regulation T requirements as not being in compliance with its credit policies.) However, a receiving
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organization may only reject an entire account for such reasons; it may not reject a portion of the account
(e.g., the particular assets not in compliance with the organization's credit policies or minimum asset
requirements) while accenting the remainder.

(3) COMPLETION OF TRANSFER

/01 Rejection of Fail Contracts

A carrying organization may not reject (“DK”) a fail contract, including a balance order generated by an
automated customer account transfer system, in connection with assets in an account transferred that have
not been delivered to the receiving organization.

/02 Fail Contracts - Marked as “412 Fails”

All fail contracts established pursuant to the requirements of Rule 412 should be clearly marked or captioned
as such.

/ 03 [01] Fail Contracts - Capital Charges

The staff of the Securities and Exchange Commission Division of Market Regulation has advised the
Exchange that it would not recommend enforcement action if member organizations interpret Securities
Exchange Act Rule 15c3-l(c)(2)(ix), which requires deductions from net capital for fail to deliver contracts
outstanding five or more business days (twenty-one or more business days with respect to municipal
securities), as not applying to fail to deliver contracts established pursuant to the requirements of Rule 412,
including the interpretations thereunder.

/04 Fail Contracts - Safekeeping Positions

All fail contracts required to be established on safekeeping Positions, as defined in (b)(l)/04 above, must
indicate that they relate to a safekeeping Position. member organizations should adopt additional Procedures
to ensure appropriate recordkeeping with respect to such safekeeping Position related fail contracts and
thereby avoid erroneous deliveries and dividend adjustments.

/05 Fail Contracts - Mark-to-Market

Open fail contracts established Pursuant to the requirements of Rule 412 should be marked-to-market
regularly.

/06 Retirement Plan Securities Accounts - Custodian/Trustee Fees

If, with respect to the transfer of a retirement Plan securities account. outstanding fees are due the custodian/
trustee for the account, such fees must be deducted from the credit balance in the account or, if the account
does not contain a credit balance or if the credit balance is insufficient to satisfy such fees, assets in the
account must be liquidated to the extent necessary to satisfy such fees. If liquidation of assets in the account
is not Practicable, such fees must then be transferred to and accepted by the receiving organization as a
debit item with the account.

(c) CLOSING OUT FAIL CONTRACTS

/01 Close Out Procedures

All fail contracts required to be established pursuant to Rule 412, except for fail contracts on those assets
specified in (f)/ 05 [03] below, must be closed out within ten business days of their establishment. If a
receiving organization has not received an asset on which a fail contract was established by the seventh
business day after the contract was established, the receiving organization must at that time provide the
carrying organization with written notice of its intent to buy-in the asset on the tenth business day after the
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contract was established, in accordance with the standard buy-in procedures of the receiving organization,
unless the carrying organization delivers the asset to the receiving organization before 2 PM on such tenth
business day, and the receiving organization must proceed in such manner.

/02 Acceptability of Comparable Securities

Member organizations may agree to close out fail contracts established Pursuant to the requirements of Rule
412 through the delivery of securities that are substantially comparable to those owed.

/03 Safekeeping Positions

A receiving organization should reject a delivery of a security that can not be deemed a safekeeping position,
as defined in (b)(1)/04 above, against a fail contract indicated as established on a safekeeping position in
accordance with (b)(3)/04 above.

(e) AUTOMATED CUSTOMER SECURITIES ACCOUNT TRANSFER SYSTEMS

/01 “Participant in a Registered Clearing Agency”

For purposes of paragraph (e) of this rule, the term “participant in a registered clearing agency' shall mean
a member of a registered clearing agency that would be eligible to make use of the agency's automated
customer securities account transfer capabilities.

(f) EXEMPTIONS

/01 Retirement Plan Securities Accounts

A carrying organization must either validate and return or take exception to a transfer instruction requesting
the transfer of a customer's entire retirement plan securities account within ten business days, rather than five
business days, following receipt of the transfer instruction. Except for this greater time period within which to
validate or take exception to the transfer instruction, or as otherwise specifically provided, all time frames and
procedures required by Rule 412, and the interpretations thereunder, are equally applicable to retirement plan
securities accounts as to other securities accounts.

It is the responsibility of the receiving organization to obtain the approval of its custodian/trustee accepting a
customer's retirement plan securities account before submitting a transfer instruction for such an account to
the carrying organization or a registered clearing agency. Such approval should be transmitted to the carrying
organization or its custodian/trustee to facilitate transfer of the account.

[Member organizations are expected to implement procedures to ensure that fees due a custodian/trustee in
connection with the transfer of a customer's retirement plan securities account are paid so as not to delay the
transfer of the account in violation of the time frames set forth by the rule.)

/02 Nontransferable Assets - Disposition

Nontransferable assets (as defined in (b)(l)/04 above) must be, Pursuant to the customer's instructions, either
liquidated, retained by the carrying organization for the customer's benefit, or shipped, Physically and directly,
in the customer's name to the customer, If the customer has authorized liquidation or shipment of such
assets, the carrying organization must distribute the resulting money balance to the customer or initiate the
shipment, respectively, within five business days following receipt of the customers disposition instructions.

/03 Nontransferable Assets and In Transfer Assets - Fail Contracts

Nontransferable assets (as defined in (b)(l)/04 above) and assets in transfer to the customer, i.e., in
Possession of the transfer agent at the time of receipt of the transfer instruction by the carrying organization
for shipment, Physically and directly, to the customer, are exempt from the requirement in sub-paragraph (b)

©2019 Wolters Kluwer Financial Services, Inc. All rights reserved.
Subject to Terms & Conditions: http://researchhelp.cch.com/License_Agreement.htm

778

http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE412/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE412/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://prod.resource.cch.com/resource/scion/citation/pit/SX-PMANU-NYSE412/EGG01?cfu=FS&cpid=WKUS-FS-IC&uAppCtx=RWI
http://researchhelp.cch.com/License_Agreement.htm


(3) of the rule that fail to receive and fail to deliver contracts must be established for Positions in a customer's
securities account that have not been Physically delivered.

/ 04 [02] Delayed Delivery Assets - Fail Contracts

The following assets are deemed subject to delayed delivery for purposes of Rule 412 and are thereby
exempt from the requirement in sub-paragraph (b)(3) of the rule that fail to receive and fail to deliver contracts
must be established for positions in a customer's securities account that have not been physically delivered:

1. bankrupt issues

2. insurance policies (annuities)

3. stripped coupons

4. when-issued or when-distributed securities

However, zero value fail to receive and fail to deliver instructions must [should] be generated for such assets.
Such fail instructions should be reflected on member organizations' books and records, although they need
not be so reflected by a receiving organization for bankrupt issues that are nondeliverable. A bankrupt issue
shall be deemed nondeliverable only if the carrying organization does not Possess (which shall be deemed to
include Possession at a securities depository for the carrying organization's account) the quantity of shares
necessary to effect delivery and no transfer agent is available to re-register the shares to be delivered.

/ 05 [03] Delayed Close Out Assets - Fail Contracts

Fail contracts established on the following assets pursuant to Rule 412 must be closed out within thirty
business days, rather than ten business days, after their establishment:

1. bankers' acceptances

2. bond anticipation notes

3. certificates of deposit

4. commercial paper

5. FMAC certificates

6. FNMA certificates

7. foreign securities

8. GNMA certificates

09. limited partnership interests

10. municipal bonds

11. mutual fund shares (transferable)

12. revenue anticipation notes

13. SBA certificates

14. tax anticipation notes

If a receiving organization has not received such an asset by the twenty-fifth business day after the fail
contract on the asset was established, the receiving organization must at that time provide the carrying
organization with written notice of its intent to buy-in the asset on the thirtieth business day after the contract
was established, in accordance with the standard buy-in procedures of the receiving organization, unless the
carrying organization delivers the asset to the receiving organization before 2 PM on such thirtieth business
day, and the receiving organization must proceed in such manner.
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A receiving organization must [may] deem receipt of a duly executed limited partnership change of trustee
form with respect to limited Partnership interests or a mutual fund re-registration form with respect to mutual
fund shares as adequate delivery for purposes of transferring such assets [limited partnership interests]
pursuant to the rule.

.30 TRANSFER INSTRUCTIONS AND REPORTS

/01 Prescribed Forms

Member organizations must use the transfer instructions and provide the reports prescribed by the Exchange
when accomplishing account transfers pursuant to Rule 412. The Exchange deems the transfer instructions
and reports required by the National Securities Clearing Corporation (NSCC) in connection with its automated
customer account transfer system, and transfer instructions and reports that are substantively similar to those
required by NSCC, as acceptable for the purpose of accomplishing transfers of accounts under the rule.

CUSTOMER SECURITIES ACCOUNT TRANSFER INSTRUCTION

                                          __________

                                          Date

         ________________________________           ________________________________

         Receiving Organization                     Carrying Organization

         Clearing Number                            Clearing Number

         ________________________________           ________________________________

         Receiving Organization                     Carrying Organization

         Account Number                             Account Number

         ________________________________

         ________________________________

         ________________________________           ________________________________
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         Account Title                              Tax ID or SS Number

         To   ______________________________________________________________________

              Receiving Organization Name and Address

Please receive my entire securities account from the below indicated carrying organization and remit to it the
debit balance or accept from it the credit balance in my securities account.

         To   ______________________________________________________________________

              Carrying Organization Name and Address

Please transfer my entire securities account to the above indicated receiving organization, which has been
authorized by me to make payment to you of the debit balance or to receive payment of the credit balance
in my securities account. I understand that to the extent any assets in my securities account are not readily
transferable, with or without penalties, such assets may not be transferred within the time frames required by
New York Stock Exchange Rule 412 or similar rule of the National Association of Securities Dealers or other
designated examining authority.

I understand that you will contact me with respect to the disposition of any assets in my securities account
that are nontransferable. if certificates or other instruments in my securities account are in your physical
possession, I instruct you to transfer them in good deliverable form, including affixing any necessary tax
waivers, to enable such receiving organization to transfer them in its name for the purpose of sale, when and
as directed by me. I further instruct you to cancel all open orders for my securities account on your books.

I affirm that I have destroyed or returned to you any credit/debit cards and or unused checks issued to me in
connection with my securities account.

                   ____________________________            ________

                   Customer's Signature                    Date

                   ____________________________            ________

                   Customer's Signature                    Date

                   (If Joint Account)

It is suggested that a copy of the customer's most recent account statement be attached.

Receiving Organization Contact:

           Name ____________________________________

           Phone Number ____________________________
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For Broker Use Only

Mutual Fund Registration Instructions:

           Registration
 Name______________________________________________________________

           Address
 _______________________________________________________________________

           Tax ID Number
 _________________________________________________________________

Dividend and Capital Gains Option -

           Reinvest                                             []

           Dividend Cash/Capital Gains Reinvest                 []

           All Cash                                             []

           Issue Certificate                                    []

           Deposit to New Plan                                  []

           Deposit to Existing
 Plan_______________________________________________________

Broker Instructions (if Broker Agreement exists):

           Name
 __________________________________________________________________________

           Address
 _______________________________________________________________________

           RR
 Name________________________________________________________________________

           RR
 Number______________________________________________________________________
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           Branch
 ________________________________________________________________________

                                                                     [] Broker Change
 Only

CUSTOMER RETIREMENT PLAN SECURITIES ACCOUNT TRANSFER INSTRUCTION

                                          __________

                                          Date

         ________________________________             ________________________________

         Receiving Organization                       Carrying Organization

         Clearing Number                              Clearing Number

         ________________________________             ________________________________

         Receiving Organization                       Carrying Organization

         Account Number                               Account Number

         ________________________________             Account Type:

                                                      (    ) IRA

         ________________________________

         ________________________________             (    ) Qualified

         Account Title
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                                                      ________________________________

                                                      Tax ID or SS Number

         To:   _______________________________________________________________________

               Prior Custodian/Trustee Name, Address, and Tax ID Number

         You are the custodian/trustee for my retirement plan securities account

         (“account”)

         with           
 _______________________________________________________________________________

                         Carrying Organization Name and Address

as my broker. Please be advised that I have amended my retirement plan and have adopted a new retirement
plan with the below indicated as successor custodian/trustee

         and _________________________________________as broker.

             Receiving Organization Name and Address

Pursuant to said amendment, please transfer all assets in my account to such successor custodian/trustee. I
understand that to the extent any assets in my account are not readily transferable, with or without penalties,
such assets may not be transferred within the time frames required by New York Stock Exchange Rule 412 or
similar rule of the National Association of Securities Dealers or other designated examining authority.

I understand that the above indicated carrying organization will contact me with respect to the disposition
of any assets in my account that are nontransferable. I authorize you to deduct any outstanding fees due
you from the credit balance in my account. if my account does not contain a credit balance, or if the credit
balance in the account is insufficient to satisfy any outstanding fees due you, I authorize you to liquidate the
assets in my account to the extent necessary to satisfy any outstanding fees due you. If certificates or other
instruments in my account are in your physical possession, I instruct you to transfer them in good deliverable
form, including affixing any necessary tax waivers, to enable the successor custodian/trustee to transfer
them in its name for the purpose of sale, when and as directed by me. Upon receiving a copy of this transfer
instruction, the carrying organization will cancel all open orders for my account on its books.

                         _________________________      __________

                         Customer Signature             Date
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         Please be advised that__________________________________________________________

         ______________________Successor Custodian/Trusted Name, Address,

         and Tax ID Number will accept the above captioned account as successor

            custodian/trustee. Please send all checks

         to____________________________

and non-DTC eligible items

         to_____________________________________.

         ________________________________________________      ________

         Successor Custodian/Trustee Authorized Signature      Date

         _________________             _________________

         Tax ID Number                 Date of Trust

It is suggested that a copy of the customer's most recent account statement be attached.

Receiving Organization-Contact:

         Name ___________________________________

         Phone Number____________________________

For Broker Use Only

Mutual Fund Registration Instructions:

         Registration Name__________________________________________

         Address ___________________________________________________
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         Tax ID Number _____________________________________________

Dividend and Capital Gains Option -

         Reinvest                                        []

         Dividend Cash/Capital Gains Reinvest            []

         All Cash                                        []

         Issue Certificate                               []

         Deposit to New Plan                             []

         Deposit to Existing Plan_______________________________________________

Broker Instructions (if Broker Agreement exists):

         Name _______________________________________________________________________

         Address ____________________________________________________________________

         RR Name_____________________________________________________________________

         RR Number___________________________________________________________________

         Branch _____________________________________________________________________

LIMITED PARTNERSHIP CHANGE OF TRUSTEE FORM

         FBO (Investor's Name)                              Partnership's Name

         _________________________________________         
 ___________________________________

         Assignor (Present Trustee's Name)                  Assignor's Address

         _____________________________# __________         
 ___________________________________
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         Customer's A/C Number With Assignor                This hereby constitutes and
 the

                                                            said Partnership to transfer
 the

                                                            said interests on the books
 of the

                                                            Partnership with full power
 of

                                                            substitution in the premises.

The Assignor hereby assigns to the Assignee 100% of the Assignor's right, title, and interest in Limited
Partnership(s) described herein.

         Assignor's Release

         (Authorized Signature)                             Date

         _________________________________________         
 ___________________________________

         Assignee (New Trustee's Name)                      Assignee's Address

         _____________________________  

#                   ___________________________________

         Customer's A/C Number With Assignee                Assignee's Tax ID Number

         _________________________________________         
 ___________________________________

         New Trustee's (Assignee's) Instructions
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 ______________________________________________________________________________________

        
 ______________________________________________________________________________________

         Partnership Information

        
 ______________________________________________________________________________________

        
 ______________________________________________________________________________________

         Assignee's Acceptance

         (Authorized Signature)                             Date

         _________________________________________         
 ___________________________________

         Assignee:   Upon receipt, forward this form and the original certificate (if

                     available) to the General Partner for re-registration.

MUTUAL FUND RE-REGISTRATION FORM

         I                To ____________________________           Date
 _________________________

         Transfer         Transfer Agent Name
 ____________________________________________________

         Agent            Transfer Agent Address
 _________________________________________________
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 _________________________________________________________________________________________

         II               Fund Name
 ______________________________________________________________

         Present          Fund A/C #
 _____________________________________________________________

         Account          Certificate # (If in Physical Form)
 ____________________________________

         Information      (Certificate Attached Must Be in Negotiable Form)
 ______________________

                          Account Registration
 ___________________________________________________

                                              
 ___________________________________________________

        
 _________________________________________________________________________________________

         III              A. Old Firm Name and In-House Account #

         Broker             
 _____________________________________________________________________

         Identification   B. New Firm Name and In-House Account #

                            
 _____________________________________________________________________

        
 _________________________________________________________________________________________
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         IV               Please transfer ____________ shares from the above referenced

         Registration     account and register as follows:

         Instructions

                          Name _____________________    Dividend and Capital Gains

                                                        Option

                          Address __________________    []Reinvest

                          Tax ID # _________________    []Dividend Cash Reinvestment

                                                        []All Cash

                                                        []Issue Certificate

                                                        []Deposit to New Plan

                                                        []Deposit to Existing Plan

        
 _________________________________________________________________________________________

         V                If Broker/Dealer Agreement Exists:

         Broker/Dealer    Name _____________________________     RR
 Name__________________________

         Instructions     Address __________________________     Branch
 __________________________
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                                                                 RR
 #_____________________________

        
 _________________________________________________________________________________________

         VI               In consideration for your complying with the above Release

                          request, we hereby agree to indemnify the

                          _____________________________________________(Fund), and

                          _____________________________________________(Agent) against
 any

                          and all losses incurred hereof.

                          Thank you in advance for your cooperation in this matter.

                          Sincerely,

                          ______________________________   
 ______________________________________

                          Authorized Signature              Signature Guarantee

                                                            (Guarantee Stamp)

        
 _________________________________________________________________________________________

         Contacts         Delivering Broker
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                          ______________________________   
 ______________________________________

                          Name                              Phone #

                          Receiving Broker

                          ______________________________   
 ______________________________________

                          Name                              Phone #

        
 _________________________________________________________________________________________

Upon completion of this form, the delivering broker shall send the original to the mutual fund and a copy to the
receiving broker.

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.

Footnotes

1  A non-transferrable asset will be defined as an asset that is incapable of being transferred from the
carrying organization to the receiving organization because it is an asset that is a proprietary product of
the carrying organization or an asset that is a product of a third party (e.g., mutual fund, money market
fund) with which the receiving organization does not maintain the relationship or arrangement necessary
to receive/carry the asset for the customer's account.
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NYSE Guide, Regulation, New York Stock Exchange, INFORMATION MEMO
Number 86-2

Click to open document in a browser

January 29, 1986

  

Enforcement and Regulatory Standards

 TO: MEMBERS, MEMBER ORGANIZATIONS AND SUBSCRIBERS

ATTENTION: CHIEF EXECUTIVE, FINANCIAL AND OPERATIONS OFFICERS/PARTNERS

SUBJECT: REVISED CURRENCY TRANSACTION REPORT FORM

The Department of Treasury has revised Form 4789 under the Currency and Foreign Transactions Reporting
Act of 1970, which is used by broker-dealers and other financial institutions to report the payment, receipt or
transfer of currency in amounts exceeding $10,000.

The new form will become effective on July 1, 1986. Until that date the Internal Revenue Service has
instructed that financial institutions should continue to file the existing Form 4789. (See IRS News Release -
IR - 85-119.) Additional copies of the existing form can be ordered from IRS forms distribution centers.

Broker-dealers can obtain a supply of the revised Form 4789 by sending a request to the IRS Data Center,
Attn: Currency and Banking Report Division, 1300 John C. Lodge Freeway, Detroit, Michigan 48226.

Attached to this memo is a copy of the revised Form so that member organizations may consider whether it
is necessary to amend existing internal procedures or computer programs. Please refer to Information Memo
85-12 dated April 12, 1985 for additional information on financial recordkeeping and reporting of currency and
foreign transactions.

Questions concerning this memo may be directed to Mary Anne Furlong (212) 623-4823 or to your
Surveillance Director at the Exchange.

James F. Swartz, Jr.

Vice President

General Instructions

Form 4789

General Instructions

Note: Beginning with this revision, file Form 4789 with the IRS Data Center in Detroit. See When and Where
to File below.

Paperwork Reduction Act Notice. - The Paperwork Reduction Act of 1980 says we must tell taxpayers why
we are collecting this information, how we will use it, and whether you have to give it to us.

The requested information is useful in criminal, tax, and regulatory investigations. in addition to directing
the Federal Government's attention to unusual or questionable transactions, the reporting requirement
discourages the use of currency in illegal transactions. Financial institutions are required to provide the
information under 31 CFR 103.22, 103.26, and 103.27.

Who Must File. - Each financial institution other than a casino must file a Form 4789 for each deposit,
withdrawal, exchange of currency. or other payment or transfer, by, through, or to the financial institution,
which involves a transaction in currency of more than $10,000. Multiple transactions by or for any person
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which in any one day total more than $10,000 should be treated as a single transaction, if the financial
institution is aware of them.

Exemptions. - See 31 CFR 103.22(b) for exemptions from the filing requirements by banks on certain
customers.

When and Where to File. - File this form by the 15th day after the date of the transaction with the internal
Revenue Service Data Center, P.O. Box 32621, Detroit, Mi 48232 ATTN: CTR, or hand carry it to your local
IRS office. Keep a copy of each Form 4789 for 5 years from the date you file it.

Penalties. - Civil and criminal penalties (up to $500,000) are provided for failure to file a report or to supply
information, and for filing a false or fraudulent report. See 31 CFR, sections 103.47 and 103.49.

Definitions

Bank. - See 31 CFR 103. 11 for the definition of a bank.

Currency. - The coin and currency of the United States or of any other country, which circulate in and are
customarily used and accepted as money in the country in which issued. it includes United States silver
certificates, United States notes. and Federal Reserve notes, but does not include bank checks or other
negotiable instruments not customarily accepted as money.

Financial institution. - Each agency, branch, or office in the United States of any person doing business in
one or more of the capacities listed below:

(1) a bank;

(2) a broker or dealer in securities registered or required to be registered with SE under the Securities
Exchange Act of 1934;

(3) a person who engages as a business in dealing in or exchanging currency (for example, a dealer in
foreign exchange or a person engaged primarily in the cashing of checks);

(4) a person who engages as a business in issuing, selling, or redeeming traveler's checks, money orders, or
similar instruments, except one who does so as a selling agent exclusively, or as an incidental part of another
business;

(5) a licensed transmitter of funds, or other person engaged in the business of transmitting funds abroad for
others.

Person. - An individual, corporation. partnership, trust or estate, joint stock company, association, syndicate,
joint venture, or other unincorporated organization or group, and all entities treated as legal personalities.

Transaction in Currency. - A transaction involving the physical transfer of currency from one person to
another. A transaction in currency does not include a transfer of funds by means of bank check, bank draft,
wire transfer, or other written order that does not include the physical transfer of currency.

Specific Instructions

Amended report. - If this amends a previously filed report, check the box in the upper right corner. Staple
a copy of the previously filed report to this amended report and complete only those entries which you are
correcting on the amended report.

Part I - Identity of individual who conducted the transaction. - This part must always be completed. If the
individual conducts the transaction for another person, be sure to complete Part II also.

Box 1 - Multiple individuals. - If two or more individuals conduct a transaction. check Box 1. All individuals
must be positively identified. Enter information in Part I for one of the individuals. Complete the entry spaces
on the back of the form for the other individuals. For example, a check made out to John Doe and Thomas
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Smith may be presented for payment at a financial institution. Both of the joint payees are present. Complete
Part I on the front of the form for John Doe, and complete Part I on the back for Thomas Smith.

Items 2, 3, and 4 - Name of person conducting transaction. - Enter the last name in item 2, the first name in
Item 3, and the middle initial in Item 4.

Item 5 - Social security number. - A social security number must be provided if an individual is conducting
the transaction for himself or herself. If the individual is conducting a transaction for another person or is a
non-resident alien who does not have a social security number, write NONE in the space and complete item
12.

Items 6, 8, 9, 10, and 11 - Address. - Enter the permanent address, including ZIP code, of the individual who
entered the financial institution to conduct the transaction. A P.O. Box number is not a street address.

Item 7 - Occupation, profession, or business. - Fully identify the occupation, profession or business of
the individual conducting the transaction; for example, secretary, carpenter, attorney, etc. Do not use non-
descriptive terms such as merchant, self-employed, businessman, etc.

Item 12 - Method used to verify identity. - All individuals (except employees of armored car services)
conducting a currency transaction for themselves or for another person must be positively identified. For
individuals who are established customers, identifying information previously obtained from the customer
and in the financial institution's records may be provided. Statements such as “known customer” are not
sufficient as identifying information. For U.S. citizens, ask to see and inspect a driver's permit or any other
written identification document acceptable to the financial institution in normal check cashing operations.
For an alien, ask to see and inspect his or her passport, alien ID card, or other official document showing
nationality or residence. Enter the type of document in Item a, such as driver's license, signature card, charge
card, passport, etc. Enter in Item b, the name of the state issuing the driver's permit, the name of the bank or
store issuing the charge card, etc. Enter the number of the license, account, card etc., in item c.

Item 13 - Reason items 2-12 not completed; armored car service, mall, night deposit, or ATM
transaction. - Check Box a if the transaction was a delivery by an armored car service licensed by a state or
local government. Enter the name of the armored car service in the space provided.

Check Box b if the currency was received or shipped through the U.S. Postal Service.

Check Box c if the transaction was a night deposit or an ATM (automated teller machine) transaction.

Check Box d if this report involves multiple transactions that when totalled became a reportable transaction
and the individual(s) who conducted the transactions cannot be identified.

If you check Box a, b, c, or d, you do not have to complete any other entries in Part 1. However, be sure to
complete Parts II, III, IV, and V.

Part II - Individual or organization for whom transaction was completed. - If the individual in Part I is
conducting the transaction for himself or herself, do not complete Part II. In all other cases, including armored
car service, mail, night deposit, or ATM transactions, complete Part II.

Box 14 - Multiple Individuals or organizations. - If this transaction is being conducted for more than one
individual or organization, check Box 14, and complete the applicable entries on the back of the form. Do
this also if the individual in Part I conducts a transaction that involves both himself or herself and another
individual or organization.

Items 15, 16, and 17 - Name of individual. - Enter the last name in item 15, first name in Item 16, and
middle initial in Item 17, of the individual for whom the transaction was completed.

Item 18 - Social security number. - Enter the social security number of the individual for whom the
transaction was completed. You will have this in your records. If the individual is a non-resident alien and
does not have a social security number, write NONE in the space for the number.
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Items 19 and 20 - Organization's name and EIN. - IF the transaction involves a business, show the
business name in item 19a, and the employer identification number (EIN) in item 20. This is a 9-digit number
shown as 00-0000000. If the organization does not have an EIN, write NONE in Item 20.

Check Box 19b(l) if the individual or organization is a broker or dealer in securities. Check Box 19b(2) if the
individual or organization is a financial institution described in item (3), (4), or (5) under the Definitions of a
Financial institution on page 3.

Items 21, 23, 24, 25, and 26 - Address. - Enter the permanent address including the ZIP code of the
individual or organization for whom the transaction is completed in the appropriate boxes. If the address is
outside the U.S., be sure to show the country in Item 26. A P.O. Box number is not a street address.

Item 22 - Occupation, profession, or business. - Fully identify the occupation, profession, or business
of the individual or organization for whom the transaction was completed. Use descriptive terms, such as
securities broker, attorney, auto dealer, etc. Do not use non-descriptive terms, such as self-employed,
merchant, businessman, etc.

Part III - Customer's account number affected by the transaction.

Box 27 - Type of account and account number. - Check the boxes and enter the account numbers of the
accounts affected by the transaction. if a deposit or withdrawal is made from a savings, checking, share, or
other account, check the appropriate box and enter the account number. Other accounts would include all
accounts with broker-dealers. If the transaction does not affect any account, make no entry in Part III. For
example, a cashiers check purchased with cash may not affect any account and does not require any entry in
this part. Please note that the code letters before the boxes are for IRS processing purposes.

Part IV - Type of transaction. - Check the boxes that describe the transaction. For international transactions
with foreign financial agencies (banks, currency exchange dealers, securities dealers, etc.) involving receipts
of currency for deposit, purchases of currency, withdrawal, shipments of currency for deposit, or sales of
currency, check the appropriate box “Receipts from abroad” or “Shipments abroad” in Item 29 or 30.

Box 28 - Currency exchange. - Check this box if currency was exchanged for currency. This includes
exchanging U.S. currency for foreign currency (be sure to complete Item 34) and vice versa. It also includes
exchanging small denomination bills of U.S. currency for large denomination bills of U.S. currency, or vice
versa.

Box 29 - Cash In. - Check the appropriate box(es) when currency is received by the financial institution as
part of a transaction.

Box 30 - Cash out. - Check the appropriate box(es) when the financial institution pays out currency as part of
a transaction.

Item 31 - Total amount of currency. - Enter the total amount of currency in the transaction. if a transaction
involves both currency and checks, such as a deposit transaction, enter only the amount of the currency.

Item 32 - Amount in $100 bills or higher. - Enter the amount of the total currency transaction reported
in item 31 that is in denominations of U.S. currency of $100 or higher. For example, if the total currency
transaction is $100,000 and $50,000 is in U.S. currency of $100 or higher denominations, enter $100,000 in
item 31 and $50,000 in item 32.

Item 33 - Date. - Enter the month, day, and year of the currency transaction. Use the actual calendar date,
not the banking day date.

Item 34 - Foreign currency. - If the currency transaction involves a foreign currency, enter the information in
the appropriate spaces. Enter the name of the currency in Item b, the country in Item c, and the total amount
of the foreign currency in U.S. dollars in Item d. Check the appropriate box in item a, if foreign currency was
exchanged for U.S. currency or U.S. currency was exchanged for foreign currency. For example, a currency
transaction involving Italian lira being deposited would have lira entered in Item b, Italy entered in item c, and
the amount, converted into U.S. dollars, entered in item d. Since currency was not exchanged, no entry is
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made in item a. If currency of two or more foreign countries is involved in the transaction, attach a separate
sheet of paper that clearly identifies the individual or organization for whom the transaction was completed
(Items 15 through 20) and report the information for each foreign currency required by item 34.

Item 35 - Check or wire transfer. - If multiple checks or wire transfers are involved in the transaction,
check Box a and furnish the information for one of the instruments on the front of the form and for the other
instruments on the back of the form in the spaces provided. if you have to report more instruments than there
are entry spaces, attach a sheet of paper that clearly identifies the individual or organization for whom the
transaction is completed (items 15 through 20) and furnish the information for items b through f for each
check or wire transfer.

Date. - Enter the date shown on the check or the wire transfer of funds in item b.

Amount. - Enter the amount of the check or wire transfer in item c. Show the amount in U.S. dollars only.

Payee. - Enter the name of the individual or organization to whom the check or wire transfer of funds is made
payable in item d.

Drawer. - Enter the name of the individual or organization that wrote the check or who wire transferred funds
in item e.

Drawee bank and MICR number. - Enter the name of the bank and MICR number on which the check or
wire transfer of funds is drawn in item f.

Part V. - Financial institution where transaction took place.

Box 36 - Type of financial institution. - Check the box that describes the type of financial institution you are.

Box 36a - Banks. - Enter the appropriate code number for the Federal agency that performs examinations for
compliance with the Bank Secrecy Act regulations:

Code 1 - Comptroller of the Currency

Code 2 - FDIC

Code 3 - Federal Reserve System

Code 4 - None of the above

Items 37, 39, 41,42, 43, and 44 - Name, address, and MICR number. - Enter the full legal name, street
address, city, State, ZIP code, and MICR-number of the financial institution where the transaction occurred .
If the transaction occurred at a branch office, enter the complete street address and MICR number of
the branch, not the headquarter's address and MICR number. A P.O. Box number is not a street address.
Enter the MICR number in Item 44.

Item 38 - EIN. - Enter the financial institution's employer identification number (EIN).

Item 40 - SSN. - If the financial institution does not have an EIN, enter the financial institution owner's social
security number.

Items 45, 46, 47, and 48 - Preparer's signature, title, and date. - Form 4789 must be signed in Item 45 by
an individual authorized or designated by the financial institution to sign it. His or her title should be shown in
item 46 and the date of signature entered in item 47. This signer's name should be typed or printed legibly in
item 48.

Items 49 and 50 - Approving official's signature and date. - The official who reviews and approves the
information on the form must sign in item 49 and enter the date of signing in item 50.

How to order Form 4789:

If you need to order Form 4789, please use the order blank provided below Send your order to the IRS Forms
Distribution Center list for your state.
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Alabama - Caller No. 848, Atlanta, GA 30370

Alaska - P.O. Box 126, Fresno, CA 93778

Arizona - P.O. Box 12626, Fresno, CA 93778

Arkansas - P.O. Box 2924, Austin, TX 78M

California - P.O. Box 12626, Fresno, CA 93778

Colorado - P.O, Box 2924, Austin, TX 78769

Connecticut - P.O. Box 1040, Methuen, MA 01844

Delaware - P.O. Box 25866, Richmond, VA 23260

District of Columbia - P.O. Box 25866, Richmond, VA 23260

Florida - Caller No. 848, Atlanta, GA 30370

Georgia - Caller No. 848, Atlanta, GA 30370

Hawaii - P.O. Box 12626, Fresno, CA 93778

Idaho - P.O. Box 12626, Fresno, CA 93778

Illinois - 6000 Manchester Trafficway Terrace, Kansas City, MO 64130

Indiana - P.O. Box 636, Florence, KY 41042

Iowa - 6000 Manchester Traffic Terrace, Kansas City, MO 64130

Kansas - P.O. Box 2924, Austin, TX 78769

Kentucky - P.O. Box 636, Florence, KY 41042

Louisiana - P.O. Box 2924, Austin, TX 78769

Maine - P.O. Box 1040, Methuen, MA 01844

Maryland - P.O. Box 25866, Richmond, VA 23260

Massachusetts - P.O. Box 1040, Methuen, MA 01844

Michigan - P.O. Box 636, Florence, KY 41042

Minnesota - 6000 Manchester Trafficway Terrace, Kansas City, MO 64130

Mississippi - Caller No. 848, Atlanta, GA 30370

Missouri - 6000 Manchester Trafficway Terrace, Kansas City, MO 64130

Montana - P.O. Box 12626, Fresno, CA 93778

Nebraska - 6000 Manchester Trafficway Terrace, Kansas City, MO 64130

Nevada - P.O. Box 12626, Fresno, CA 93778

New Hampshire - P.O. Box 1040, Methuen, MA 01844

New Jersey - P.O. Box 25666, Richmond, VA 23260

New Mexico - P.O. Box 2924, Austin, TX 78709

New York -

Western New York - P.O. Box 240, Buffalo, NY 14201

Eastern New York (Including NY City) - P.O. Box 1040, Methuen, MA 01844

North Carolina - Caller No. 848, Atlanta, GA 30370

North Dakota - 6000 Manchester Trafficway Terrace, Kansas City, MO 64130
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Ohio - P.O. Box 636, Florence, KY 41042

Oklahoma - P.O. Box 2924, Austin, TX 78769

Oregon - P.O. Box 12626 Fresno, CA 93778

Pennsylvania - P.O. Box 25806, Richmond, VA 23260

Rhode Island - P.O. Box 1040, Methuen, MA 01844

South Carolina - caller No. 848, Atlanta, GA 30370

South Dakota - 6000 Manchester Trafficway Terrace, Kansas City, MO 64130

Tennessee - caller No. 848, Atlanta, GA 30370

Texas - P.O. Box 2924, Austin, TX 78769

Utah - P.O. Box 12626, Fresno, CA 93778

Vermont - P.O. Box 1040, Methuen, MA 01844

Virginia - P.O. Box 25866, Richmond, VA 23260

Washington - P.O. Box 12626, Fresno, CA 93778

West Virginia - P.O. Box 636, Florence, KY 41042

Wisconsin - 6000 Manchester Trafficway Terrace, Kansas City, MO 64130

Wyoming - P.O. Box 2924, Austin, TX 78769

Foreign Addresses - Taxpayers with mailing addresses in foreign countries should send their requests for
forms and publications to:

Internal Revenue Service

P.O. Box 25856

Richmond, VA 23260

Puerto Rico - Director's Representative, U.S. Internal Revenue Service, Federal Office Building, Chardon
Street, Hato Rey, PR 00918.

Virgin Islands - Department of Finance, Tax Division, Charlotte Amalie, St. Thomas, VI 00801.

FORM NOT REPRODUCED!!!!!!

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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January 29, 1986

  

Enforcement and Regulatory Standards

PLEASE ROUTE TO TRAINING AND PERSONNEL DIRECTORS AND REGISTRATION AND COMPLIANCE
DEPARTMENTS

 TO: MEMBERS, MEMBER ORGANIZATIONS AND SUBSCRIBERS

SUBJECT: ALLIED MEMBER EXAMINATION

The Securities and Exchange Commission, pursuant to Release No. 34-22741 dated December 24, 1985 has
approved the rescission of the Allied Member Examination (Series 41), effective immediately.

The Allied Member Examination, adopted in 1966, provided a test of an allied member's general background
and knowledge of the securities industry and NYSE regulations. To conform to current testing standards,
the Exchange has determined that instead of this examination, an allied member candidate will, where
applicable, be required to pass an examination, or examinations, acceptable to the Exchange which will more
effectively test the individual's specific functional responsibilities. Some examples of the examinations which
could be required of allied member candidates by the Exchange are: Series 7, Registered Representative
Examination; Series 8, Sales Supervisor Examination; Series 16, Supervisory Analyst Examination; Series 4,
Registered Options Principal Examination; Series 24, General Securities Principal Examination; and Series
27, Financial and Operation Principal Examination. A list of the examinations that may now be required is
attached to this Memo. Allied member candidates whose job responsibilities do not fall under any of the
specific functional categories requiring a qualification examination will not be subject to an examination.

In order to establish which examination(s) is necessary, each allied member candidate must give as complete
a description as possible of his or her duties with a member organization at the time the Uniform Application
for Securities Industry Registration or Transfer (Form U-4) is submitted. Question 2 on the AD-G-5 addendum
to the U-4 provides the best opportunity to explain these duties. The Exchange will notify the member
organization of the exam or exams required, if any. For those individuals who have already been approved
as allied members but who have not passed an examination prior to the date of this memorandum, the
Exchange will review their job responsibilities and inform them of any examination requirement.

Since Rule 304A(c) prohibits an allied member from undertaking any duties until an appropriate examination
is satisfied, any change in the responsibilities of allied members already exam qualified and approved must
be reported promptly to the Exchange (before any change in responsibilities is undertaken) to determine
whether any additional examinations will be required.

Any request for waiver of an examination requirement will be reviewed on a case-by-case basis and will take
into account such factors as educational and employment background, other examinations passed and the
skills necessary to serve in the capacity intended.

The new procedures for the allied member examination requirement are effective immediately.

Questions regarding allied member applications, qualifications or examination requirements may be
addressed to Roy Tozer at (212) 623-5204.

James F. Swartz, Jr.

Vice President
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Attachment

                             

Possible Examinations For Allied Members

Series Number                  Sales Representative

 3                             National Commodity Future

 5                             Interest Rate Options

 6                             Investment Company Products/Variable Contracts

 7                             General Securities (RR)

15                             Foreign Currency Options

22                             Direct Participation Programs

52                             Municipal Securities Representative

                               Supervisor and Principal

 4                             Registered Options Principal

 8                             General Securities Sales Supervisor

16                             Supervisory Analyst
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24                             General Securities Principal

26                             Investment Company Products/Variable Contracts

                               Principal

27                             Financial and Operations Principal

39                             Direct Participation Programs Principal

53                             Municipal Securities Principal

54                             Municipal Securities Financial and Operations Principal

Copyright 2019, NYSE Group, Inc. All rights reserved.

The NYSE Content is reproduced by permission of NYSE Group, Inc., under a non-exclusive license agreement.
NYSE accepts no responsibility for the accuracy or currentness or otherwise of the reproduction of the NYSE
Content contained herein.
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January 23, 1986

  

Market Surveillance Services

 TO: All Members and the Managing Partner/Chief Executive Officer of Each Member Organizations

SUBJECT: Review of Market Trading Regulations

The Exchange's Board of Directors recently approved the establishment of a special Market Regulation
Review Committee to review and develop recommendations for updating Exchange market trading
regulations in a manner consistent with maintaining market integrity and protecting public investors. The
Committee will be co-chaired by Norman Schlanger, a specialist partner of Hirshon, Roth & Co., and Thomas
Ryan, Vice President of Kidder, Peabody, & Co. Inc. The composition and members of the Committee are set
forth in the Attachment to this bulletin.

Many Exchange trading rules, as well as certain provisions of the Securities Exchange Act and SEC rules
promulgated thereunder, were adopted years ago to regulate a trading environment that is substantially
different from today's high volume, block-oriented markets. These regulations pre-date modern, sophisticated
surveillance tools such as the Exchange's audit trail, and in a number of instances the rules may no longer
serve a meaningful regulatory purpose. The Exchange believes it my be possible to modify a number of these
regulations without any loss of essential public investor protections in this market.

The Market Regulation Review Committee will be reviewing the following:

(i) Exchange general auction market rules;

(ii) Exchange market trading and order handling rules applicable to all members generally;

(viii) Exchange market trading rules applicable to specialists;

(iv) Exchange market trading rules applicable to non-specialist members seeking to initiate proprietary orders
on the Floor or effect proprietary transactions on the Exchange;

(v) Inter-market (ITS) trading rules; and

(vi) Provisions of the Securities Exchange Act of 1934 and regulations promulgated thereunder by the
Securities and Exchange Commission which regulate trading on the Exchange.

The Committee will report to the Exchange Board's Quality of Markets Committee and it will be expected to
recommend appropriate changes to market trading regulation, in a manner consistent with maintaining market
integrity and protecting public investors, to enable the Exchange to:

(i) stimulate intra-market competition by providing enhanced trading opportunities for all Exchange market
participants; and

(ii) eliminate requirements that no longer serve a meaningful regulatory purpose and may impose
unnecessary restraints on the Exchange's ability to compete with other markets.

The Committee will begin its work in January, 1986, with the entire regulatory review initiative expected to
last approximately 18 months. Before any final action is taken by the Exchange's Board of Directors, the
Committee's recommendations will be exposed to Exchange constituents for comment.

Members and member organizations wishing to make any preliminary comment that they believe may be
helpful to the Committee as it begins its work should address their views to Donald J. Solodar, Senior Vice
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President, New York Stock Exchange, 11 Wall Street, New York, New York 10005. Telephone inquiries may
be directed to Santo Famularo (212) 623-2074 or Brian McNamara (212) 623-7086.

Attachment

Members of Market Regulation Review Committee

REPRESENTATIVES OF SPECIALIST ORGANIZATIONS

Norman Schlanger (Co-chairman)

Partner

Hirshon, Roth & Co.

William R. Johnston

Chief Executive Officer

Agora Securities, Inc.

Robert J. Silver

Partner

B.E.S. Partners

BROKER REPRESENTATIVES OF MEMBER ORGANIZATIONS DOING A PUBLIC BUSINESS

Pat Marchese

Senior Vice President

E.F. Hutton & Company, Inc.

Herman H. Weiss

Shearson Lehman/American Express Inc.

William W. Prager, Jr.

Kalb, Voorhis & Co.

Arthur D. Cashin, Jr.

Vice President

Painewebber Incorporated

INDEPENDENT BROKERS

David Shields

Richard Rosenblatt

NON-SPECIALIST FLOOR TRADER

Robert Brooks

MEMBER FIRM “UPSTAIRS” TRADERS

Hugh P. Lowenstein

Administrative Managing Director

L.F. Rothschild, Unterberg, Towbin

Thomas F. Ryan, Jr. (Co-chairman)
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Vice President

Kidder, Peabody & Co., Inc.

PUBLIC INSTITUTIONAL TRADER

Joseph A. DeMarco

Vice President - Equity Trading

Marine Midland Bank, N.A.

MEMBER ORGANIZATION OPERATIONS MANAGERS

William J. Tierney, Jr.

Managing Director

Salomon Brothers, Inc.

Melvin B. Taub

Division Vice President

Merrill Lynch, Pierce, Fenner & Smith Inc.

NYSE REGULATORY SERVICES GROUP

David Marcus

Executive Vice President

Donald Solodar

Senior Vice President - Market Surveillance Services
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